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B (1 N America deliveries up 11%, W. Europe up 23% )
wwiw.ubs.com/invesimentrazearch

While overall Q1 bizjet delivery levels were up only marginally from the prior
vear, our analysis by region reveals that developed markets continue to recover
with deliveries up 1% vfy in N America and 23% in Western Europe. N America

deliveries are now up 14% over the past year with W. Europe up 109%., although David E. Strauss

declines in Eastern Europe, Asia (ex-China) and Middle East have mostly offset. ) Analyst

david strauss@ubs com
B ()1 small cabin deliveries higher, mid/large lower 12127126185
Total Q1 deliveries grew by 2% with small cabin leading the way up 16% mostly Darryl Genovesi
offset by 4% decline for large cabin deliveries and 3% decline for midsize. On a Analyst

darryl.ganovesi@ubs com

rolling 12 month basis overall deliveries are up 2% with small up 17%. midsize up
+1-21 2T 4018

6% while large is off 10%. Small and midsize deliveries are still 50-60% below

peak levels in 2007-08 while large cabin is only 5% off. Matthew Akers
Associate Analyst
B TXT/COL most levered to N America bizjet recovery matthew akars@ubs.com

While up 20% off bottom, deliveries into N America are still 45% below peak 1212713 4861

levels with small/mid accounting for most of the decline. Of the manufacturers,
Cessna, with 60-70% of its deliveries and installed base in N America, is most
levered to a recovery in Morth America bizjets.

B See positive risk-rewards for stocks

We believe N America bizjet is improving driven by replacement demand
postponed during the downturn. While the bizjet stocks have moved higher, we
still see positive risk-rewards as we don’t think stocks incorporate much for bizjets
at current levels including Buy rated TXT/COL/GD.

Chart 1: Business Jet Deliveries by Quarter (Ex VLJs)
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This report has been prepared by UBS Securities LLC

ANALYST CERTIFICATION AND REQUIRED DISCLOSURES BEGIN ON PAGE 19.

UBS does and seeks to do business with companies covered in its research reporis. As a result, investors should be aware that the firm may
have a conflict of interest that could affect the objectivity of this repart. Investors should consider this report as only a single factor in making
their investment decision.
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UBES Business Jet Update 9 May 2012

Ex V0LIs, Q1 global bizjet deliveries increased by 29, driven by double-digit
gprowth in both North America (+11%) and Western Euwrope (+23%). mostly
offset by declines in Asia ex-China (-50%) and Latin America (-25%).

Chart 2: North America Deliveries by Quarter (Ex VLJs) Chart 3: Western Europe Deliveries by Quarter (Ex VLJs)
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Chart 4: Emerging EMEA Deliveries by Quarter (Ex VLJs) Chart 5: China & India Deliveries by Quarter (Ex VLJs)
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Chart 6: APAC Other Deliveries by Quarter (Ex VLJs) Chart 7: Latin America Deliveries by Quarter (Ex VLJs)
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Longer Term Regional Trends (Ex VLJs)

We estimate that business jet industry deliveries have moved 44% lower through
the downturn from ~1,000 deliveries at the peak in 2007-08 {ex VLIs) 1o =550
now. Deliveries into North America (ex VLIs) have fallen from ~350 at the
peak in 2007-08 to =300 now, accounting for the majority of the overall decline.
Meanwhile, annual deliveries into Europe have fallen from nearly 300 1o
roughly 100 now, while growth in China and India has offset declines in the rest
of the Asia-Pacific region.

Chart 8: Change in Unit Deliveries L12M vs Peak (Ex VLJs) Chart 9: % Change in Unit Deliveries L12M vs Peak (Ex VLJs)
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Following two yewrs of large declines, we estimate business jet industry
deliveries have grown 2% over the last 12 months (ex V0LIs), led by 13%
combined growth in North America and Western Europe while the rest of the
world declined by 17% in aggregate with Eastern Euwrope and the Middle East
accounting for most of the decline. (Please note that our analysis excludes
Embraer Legacy and Lineage deliveries, which account for roughly 2-3% of
total industry deliveries.)

Chart 10: Unit Delivery Growth by Region (Ex VLJs)
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Small and Midsize Trends (Ex VLJs)

Small and midsize airerafi have accounted for nearly the entire delivery decline
since the prior peak in 2007-08 with all regions below prior peak levels.

Chart 11: Change in Unit Deliveries L12M vs Peak (Small/Mid) Chart 12: % Change in Unit Deliveries L12M vs Peak (Small/Mid)
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However, after declining in 2009-10, small/midsize deliveries now look to be
recovering, led by growth in North America, Latin America and Western Europe.
Over the last 12 months, we estimate small cabin deliveries have grown 17%
globally with midsize up 6%.

Chart 13: Unit Delivery Growth by Region (Small/Midsize)
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Large Cabin Trends

Large business jet deliveries have held relatively flat through the downturn as
growth in Asia has mostly offset declines in North America and Europe.

Chart 14: Change in Unit Deliveries L12M vs Peak (Large) Chart 15: % Change in Unit Deliveries L12M vs Peak (Large)
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While small/mid deliveries appear to be recovering, large aircraft deliveries
have moved 10% lower over the past 12 months as modest growth in North
America, Western Europe and China has been more than offset by declines in
the rest of the world. By manufacturer, the decline is attributable to Dassault and
Bombardier with Gulfstream 430/G550 deliveries up modestly.

Chart 16: Unit Delivery Growth by Region (Large)
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We estimate deliveries into North America now account for 53% of overall
industry deliveries, shightly lower than the peak in 2007-08. Latin America,
China/India have grown as a porton of total deliveries at the expense of a

smaller market in Western Europe.

Chart 17: Total Bizjet Deliveries by Region — Last 12 Months

Chart 18: Total Bizjet Deliveries by Region — Peak (2007-08)

APAC Ofher Lafin America APAC Other i i
2 /9% China & India Lafin America
China & India nug T
8% Emerging
Emarging & EMEA
EMEA Morth Amarica B \
qas 5% iasimrm I"I4:|r|1'|5.I'.E}::.1;1 Brica
Wiasham Europe
Eurgpe 24%
16%

Sourca: ASCEND; Mote: excludes 10 aircraft where dalivery location i unknown

Sowrce: ASCEND; Note: excludes 19 aircraft where delivery location is unknown

We think a recovery in the smallimidsize market will be driven by N, American
replacement demand as North America still represents more than two thirds of
combined small/midsize market despite 50-60% decline from peak levels,

Chart 19: Small/Midsize Deliveries by Region - Last 12 Months

Chart 20: Small/Midsize Deliveries by Region - Peak (2007-08)
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Emerging markets (ex N, America and W. Europe) now account for 39% of

annual large cabin deliveries compared to only 269 at the peak of the last cycle.

Chart 21: Large Cabin Deliveries by Region - Last 12 Months

Chart 22: Large Cabin Deliveries by Region - Peak (2007-08)
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Bombardier
Chart 23: Change in Unit Deliveries L12M vs Peak (Bombardier)

Chart 24: % Change in Deliveries L12M vs Peak (Bombardier)

20 260%

o 200% -

(20} | 150% 4

100% o

el 50% -

(60) 0% 4

(B0} (50%:) 4

(1o 4 (100%) 4

Morth  Western Emerging China APAC Other Latin -~ Total Morth  WesternEmearging China APAC Other Latin -~ Total
America Europe EMEA  India AmericBombardier America Europe EMES  India AmericBombardier
Sourca: ASCEND and UBS estimates Source: ASCEND and UBS astimates
Chart 25: Unit Delivery Growth by Region (Bombardier)
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Chart 26: Bombardier Deliveries by Region - Last 12 Months

Chart 27: Bombardier Deliveries by Region - Peak (2007-08)
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Cessna (Ex Mustang)

Chart 28: Change in Unit Deliveries L12M vs Peak (Cessna)

Chart 29: % Change in Unit Deliveries L12M vs Peak (Cessna)
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Chart 30: Unit Delivery Growth by Region (Cessna)
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Chart 31: Cessna Deliveries by Region - Last 12 Months

Chart 32: Cessna Deliveries by Region - Peak (2007-08)
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Dassault
Chart 33: Change in Unit Deliveries L12M vs Peak (Dassault)

Chart 34: % Change in Unit Deliveries L12M vs Peak (Dassault)
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Chart 35: Unit Delivery Growth by Region (Dassault)
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Chart 36: Dassault Deliveries by Region - Last 12 Months

Chart 37: Dassault Deliveries by Region - Peak (2007-08)
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Gulfstream
Chart 38: Change in Unit Deliveries L12M vs Peak (Gulfstream)  Chart 39: % Change in Unit Deliveries L12M vs Peak
(Gulfstream)
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Chart 40: Unit Delivery Growth by Region (Gulfstream)
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Chart 41: Gulfstream Deliveries by Region - Last 12 Months

Chart 42: Gulfstream Deliveries by Region - Peak (2007-08)
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Hawker Beechcraft

Chart 43: Change in Unit Deliveries L12M vs Peak (Hawker) Chart 44: % Change in Unit Deliveries L12M vs Peak (Hawker)
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Chart 45: Unit Delivery Growth by Region (Hawker)
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Table 1: Deliveries by Cabin Class and Region
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Table 2: North American Deliveries by Manufacturer and Model
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Table 3: Western Europe Deliveries by Manufacturer and Model
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Table 4: Eastern Europe, Middle East and Africa Deliveries by Manufacturer and Model
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Table 5: India & China Deliveries by Manufacturer and Model
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Table 6: Asia Pacific (Ex India & China) Deliveries by Manufacturer and Model
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Table 7: Latin America Deliveries by Manufacturer and Model
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m Statement of Risk

The business jet market 15 cyclical i nature, largely driven by the general
economic environment. Business jet manufacturers' earnings and cash flow are
dependent on end-user demand, availability of customer financing, program
execution and inventory managementi. A weak market for business jets could
negatively affect General Dynamics, Textron, Bombardier, Embraer, Rockwell
Collins, Honeywell, B/E Aerospace, Rolls-Royee and United Technologies.

m Analyst Certification

Each research analyst primarily responsible for the content of this research
report, in whole or in part, certifies that with respect 1o each security or issuer
that the analyst covered in this report: (1) all of the views expressed accurately
reflect his or her personal views about those securities or issuers and were
prepared in an independent manner, including with respect to UBS, and (2) no
part of his or her compensation was, is, or will be, directly or indirectly, related
to the specific recommendations or views expressed by that research analyst in
the research report.
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Required Disclosures

This report has been prepared by UBS Securities LLC, an affiliate of UBS AG. UBS AG, its subsidiaries, branches and
affiliates are referred to herein as UBS.

For information on the ways in which UBS manages conflicts and maintains independence of its research product;
historical performance information; and certain additional disclosures concerning UBS research recommendations,
please visit www.ubs.com/disclosures. The figures contained in performance charts refer o the past: past performance is
not a reliable indicator of future results. Additional information will be made available upon request. UBS Securities Co.
Limited is licensed to conduct securities investment consultancy businesses by the China Securities Regulatory

Commission.

UBS Investment Research: Global Equity Rating Allocations

UBS 12-Month Rating Rating Category Coverage' IB Services®
Buy Buy 51% 34%
Neutral Hold/Neutral 40% 35%
Sell Sell 9% 15%
UBS Short-Term Rating Rating Category Coverage” IB Services®
Buy Buy less than 1% 25%
Sell Sell less than 1% 17%

1:Percentage of companies under coverage globally within the 12-month rating category.
2:Percentage of companies within the 12-manth rating category for which investment banking (IB) services were provided within

the past 12 manths.

J:Percentage of companies under coverage globally within the Short-Term rating category.
4:Percentage of companies within the Short-Term rating category for which investment banking (1B} services were provided

within the past 12 months.

Source: UBS. Rating allocations are as of 31 March 2012.
UBS Investment Research: Global Equity Rating Definitions

UBS 12-Month Rating

Definition

Buy
Meutral
Sell

FSR 15 = 6% above the MRA.
FSR is between -6% and 6% of the MBA.
FSR is = 6% below the MRA.

UBS Short-Term Rating

Definition

Buy

Sell

Buy: Stock price expected to rise within three months from the time the rating was assigned

because of a specific catalyst or event.

Sell: Stock price expected to fall within three months from the time the rating was assigned

because of a specific catalyst or event.
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KEY DEFINITIONS

Forecast Stock Return (FSR) is defined as expected percentage price appreciation plus gross dividend yield over the next 12
months.

Market Return Assumption (MRA) is defined as the one-year local market interest rate plus 5% {a proxy for, and not a
forecast of, the equity risk premium).

Under Review (UR) Stocks may be flagged as UR by the analyst, indicating that the stock’s price target and/or rating are
subject to possible change in the near term, usually in response to an event that may affect the investment case or valuation.
Short-Term Ratings reflect the expected near-term (up to three months) performance of the stock and do not reflect any
change in the fundamental view or investment case.

Equity Price Targets have an investment horizen of 12 months.

EXCEPTIONS AND SPECIAL CASES

UK and European Investment Fund ratings and definitions are: Buy: Positive on factors such as structure, management,
performance record, discount; Neutral: Meutral on factors such as structure, management, perfermance record, discount; Sell:
Megative on factors such as structure, management, performance record, discount.

Core Banding Exceptions (CBE): Exceptions to the standard +/-6% bands may be granted by the Investment Review
Committee (IRC). Factors considered by the IRC include the stock's volatility and the credit spread of the respective company's
debt. As a result, stocks deemed to be very high or low risk may be subject 1o higher or lower bands as they relate to the rafing.
When such exceptions apply, they will be identified in the Company Disclosures table in the relevant research piece.

Research analysts contributing to this report who are employed by any non-US affiliate of UBS Securities LLC are not
registered/qualified as research analysts with the NASD and NY'SE and therefore are not subject to the restrictions contained in
the NASD and NYSE rules en communications with a subject company, public appearances, and trading securities held by a
research analyst account. The name of each affiliate and analyst employed by that affiliate contributing to this report. if any,
follows.

UBS Securities LLC: David E. Strauss; Darryl Genovesi; Matthew Akers.

Company Disclosures

Company Name Reuters  12-mo rating Short-term rating Price Price date

Bombardier Inc.” BBDbL.TO Buy (CBE) N/A C$3.90 08 May 2012

General Dynamics Corp."™** GD.N Buy N/A US$67.53 08 May 2012
2, da, Ba, Bb, 7, 8,

Rogkwell Collins Inc. COLN Buy N/A US$53.39 08 May 2012

Textron Ing.™ 7 1% 16 18 2 TXTN Buy N/A US$2468 08 May 2012

Source: UBS. All prices as of local market close.
Hatings in this table are the most current published ratings prior to this report. They may be more recent than the stock pricing
date

2. UBS AG, its affiliates or subsidiaries has acled as manager/co-manager in the underwriting or placement of securities of
this company/entity or one of its affiliates within the past 12 manths.

4a.  Within the past 12 months, UBS AG, its affiliates or subsidiaries has received compensation for investment banking
services from this company/entity.

4b.  Within the past 12 months, UBS Securities Canada Inc or an affiliate has received compensation for investment banking
services from this company/entity.

S5a.  UBS AG, its affiliates or subsidiaries expect to receive or intend to seek compensation for investment banking services
from this company/entity within the next three months.

Sb.  UBS Securities Canada Inc or an affiliate expect to receive or intend to seek compensation for investment banking
services from this company/entity within the next three months.

G6a.  This company/entity is, or within the past 12 months has been, a client of UBS Securities LLC, and investment banking
services are being, or have been, provided.

6b.  This company/entity is, or within the past 12 months has been, a client of UBS Securities LLC, and non-securities
services are being, or have been, provided.

LUBs 21

EFTA01177247



UES Business Jet Update 3 May 2012

7. Within the past 12 months, UBS Securities LLC has received compensation for products and services other than
investment banking services from this company/entity.
a. The equity analyst covering this company, a member of his or her team, or one of their household members has a long

common stock position in this company.

13. UBS AG, its affiliates or subsidiaries beneficially owned 1% or more of a class of this company’s common equity
securities as of last month’s end (or the prior month’s end if this report is dated less than 10 days after the most recent
manth’s end).

16.  UBS Securities LLC makes a market in the securities andior ADRs of this company.

18a. The U.5. equity strategist, a member of his team, or one of their household members has a long commaon stock position
in Bombardier. Inc.

18b.  The U.5. equity strategist, a member of his team, or one of their household members has a long commaon stock position
in Rockwell Collins Inc.

18c.  The U.S. equity strategist, a member of his team, or one of their household members has a long commaon stock position
in Textran Inc.

20.  Because UBS believes this security presents significantly higher-than-normal risk, its rating is deemed Buy if the FSR
exceeds the MRA by 10% (compared with 6% under the normal rating system).

22, UBS AG, its affiliates or subsidiaries held other significant financial interests in this company/entity as of last month’s end
{or the prior month’s end if this report is dated less than 10 working days after the most recent month’s end).

Unless otherwise indicated, please refer to the Valuation and Risk sections within the bady of this report.
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Mote: On August 4, 2007 UBS revised its rating system. (See 'UBS Investment Research: Global Equity Rating Definitions’ table
for details). From September 9, 2006 through August 3, 2007 the UBS ratings and their definitions were: Buy 1 = FSR is = 6%
above the MRA, higher degree of predictability; Buy 2 = FSR is = 6% above the MRA, lower degree of predictability; Meutral 1 =
FSR is between -6% and 6% of the MRA, higher degree of predictability: Meutral 2 = FSR is between -6% and 6% of the MRA,
lower degree of predictability; Reduce 1 = FSR is = 6% below the MBA, higher degree of predictability; Reduce 2 = FSR is = 6%
below the MBA, lower degree of predictability. The predictability level indicates an analyst's conviction in the FSR. A
predictability level of '1' means that the analyst's estimate of F5R is in the middle of a narrower, or smaller, range of possibilities.
A predictability level of '2' means that the analyst's estimate of FSR is in the middle of a broader, or larger, range of possibilities.
From October 13, 2003 through September 8, 2006 the percentage band criteria used in the rating system was 10%.
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Global Disclaimer

This decumeant has been prepared by LUBS Securities LLC, an alfiliale of BS AG. UBS AG, ils subsidiades, branches and afilistes are referred to herein as UBS.

This docurnen is for distribution only as may be permitied by l@w. His nol direcled to. or inlended for distribwtion o or use by, any persan or enfity wha is a cilizen or resident of or located in
any locality, slate, couniry or ather jurisdiction where such jurisdiction, publcation, svailability ar use would be conlrary ta law ar regulaion or would subject UBS 1o any regisiration ar foensing
requiremert within such unsdicfan. |t is published salely far inlormalion purposes, it is not an advedisament nor is it a solicila$an ar an affer 16 buy or =all any fnancial instruments ar lo
parlicpate in any paricular trading s¥aiegy. Mo represerfalion ar warranty, either axpress or implied, is pravided in relaion 1o the acouracy. compleferess ar reliability of the mformatian
contained in this docwnent ["the Inlermalion”), excepl with respest 1o Information concerming UBS. The Inlormalion is ned imended 1o be a complele stalement or summary af e seounifies,
markets or dewalopments referred ta in the decument. UBS does nal underiake to update or keap current the Infarmatian. Any apifions expressed in this document may change without notics
and may difler or be cantrary 1o apinions expressed by ather business areas or groups of UBS.

Moshing in this document conslibules a representation thal any nvestmenl stralegy ar recommendation is suilable ar apprapriabe 1o an ineesior's ndividual cirourstanoes or otherwise
constitules & personal recommendatian. Investiments imealve risks and investors should exercise prudence and ther cwn judgement in making their imestment decisions. The linancial
instruments described in the document may nol be eligible lor sale in all juisdictions or o cerlain calegaries of imeestars. Oplians, derivalive products and fubures are not suilable for 2l
imeaslons, and frading in these insruments is considerad rsky. Marigage and assel-backed securities may involne a high degree of sk and may be highly valatile in response 10 lectuations in
interest rates ar other markel condilions. Fareign curency rales of exchange may adversely affect the value, price or incame of any security or related instrument rederred to in the dosume .
For irmestment advice, irade axeculion or olher enquines, dients should cantact ther local sales represantative.

The vidue of any invesiment ar income may go dosm as well 25 up and invesiors may nol gel back the ful amaunt imvesied. Past perlormance is nod necessanily a guide 1o lubure
perlormance.  Meither UBS nar any of ils direclors. employees ar agents acoepts any liability far any loss (induding investment loss) ar damage arising oul of the use of all ar any of the
Infomatian.

Any prices stated in this decument are far information punposes anly and do not represent valuations for individual securities or ather fmancial instruments. There is na representation that any
transaction can or could hawve been affecied a those prices and any prices do not necessarily refect UBSs inlermal backs and recards ar theoretical model-based valuations and may be based
on carfain assumptians. Difleren| assumplians by UBS or any athar spurce may yield substantialy diffesrant rasulls.

Research will initiabe, updale and cease coverage sokely at the discration of UBS Investment Bank Aesearch Management. The analysis camained in this documen! is based on numerocus
assurmplions. Dilferant assumptions could reswlt in materally different results. The analyst|s) responsible for the preparalion of this document may interact with trading desk persormed. sakes
persannel and other partias for the purpase of gathering, apphing and interpreting marks infeemation. UBS relies on informalion barviers 1o control tha Saw of infermalion comained in one o
mare areas within UBS inle olher areas, unils, groups ar alfilales af UBS. The compensation af the analyst who prepared this decument is delermined axclusively by research managemand
and senioe management (nol ncluding investment banking). Analyst compansation is nal based an invesiment barking revenues, however, campensation may relate o the revenues of UBS
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