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Thematic Stock Ideas 
High Conviction Calls Amid Cross Currents 
      

Timely stock picks across key themes 
With so many cross-currents and two-sided risks, last week we laid out a framework for 
investing that capitalizes on themes we think offer better asymmetry, accounting for 
risks – see Retreat, rotate or risk up? Assessing the themes. We introduced a list of 
stocks that screened well within their sectors for exposure to those themes. Today, we 
provide more details on our analysts' positive view for each stock. 

A top-down and a bottom-up approach 
We created a weighted composite score for stocks in the S&P 900 based on the 
variables in our scorecard: 1) production rebound, based on declines in inventory and 
inventory/sales ratios, 2) pricing power/margin momentum, 3) sensitivity to vaccine 
news 4) election risk based on potential tax impacts and beta to election odds 5) yield 
based on FCF, dividends, and '22 EPS and 6) growth based on the level and change in 
NTM and 3-5 year EPS growth. We evaluated the UBS coverage universe against that 
initial screen. For the subset of stocks that screened in the top 1/3 of the respective 
sector, we then incorporated analyst views on the stock as well as the key themes and 
selected the stocks below. 

Advancing your thinking with the UBS Research Thesis Map 
For our selections, we've included a UBS Research Thesis Map for each stock, outlining 
(1) the pivotal questions driving the stock, with links to more detailed work on these 
topics; (2) what’s priced in by current market expectations; (3) the UBS view of why the 
market may be wrong; (4) what new evidence we have uncovered; (5) the potential 
upside vs. downside; and (6) upcoming catalysts to watch. Finally, we provide key 
valuation metrics and financial snapshots for each company. 

 

Figure 1: UBS Buy-rated stocks that scored high across the major themes 

 
Source:  FactSet, UBS estimates  

 

Ticker Name Sector Industry
Market 

cap ($bn)
Price 

(9/18/20)
Target 
Price

Total 
Return

AMZN Amazon.com Cons Disc Internet Retail 1483 $2,954.91 $4,000 35.4%
CXO Concho Resources Energy Oil Gas & Consumable Fuels 9 $48.09 $99 105.9%
STZ Constellation Brands Cons Staples Beverages 35 $187.81 $208 10.8%
DECK Deckers Outdoor Corp. Cons Disc Textiles & Apparel 6 $208.91 $260 24.5%
EA Electronic Arts Comm Svcs Entertainment 37 $125.90 $170 35.0%
GNRC Generac Holdings Industrials Electrical Equipment 11 $182.68 $203 11.1%
GPN Global Payments Technology IT Services 53 $179.20 $247 37.8%
HCA HCA Healthcare Inc Health Care HC Providers & Svcs 42 $132.25 $150 13.4%
IQV IQVIA Holdings Inc Health Care Life Sciences 29 $157.12 $204 29.8%
ITT ITT Industrials Machinery 5 $62.19 $68 9.3%
KMI Kinder Morgan Inc Energy Oil Gas & Consumable Fuels 29 $13.08 $22 68.2%
KNX Knight-Swift Transport Industrials Road & Rail 7 $42.07 $53 26.0%
LMT Lockheed Martin Industrials Aerospace & Defense 106 $395.14 $475 20.2%
LOW Lowe's Companies Cons Disc Specialty Retail 121 $160.10 $195 21.8%
MS Morgan Stanley Financials Capital Markets 76 $50.08 $57 13.8%
NEE NextEra Energy Utilities Electric Utilities 135 $276.92 $312 12.7%
NVDA NVIDIA Corporation Technology Semis & Equip 309 $487.57 $625 28.2%
PII Polaris Cons Disc Leisure Products 5 $89.58 $117 30.6%
PWR Quanta Services Industrials Construction & Eng 7 $51.90 $61 17.5%
SPGI S&P Global Financials Capital Markets 85 $351.01 $418 19.1%
NOW ServiceNow Technology Software 89 $453.09 $511 12.8%
TFX Teleflex Incorporated Health Care HC Equipment & Supplies 15 $337.96 $450 33.2%
HIG The Hartford Financial Financials Insurance 13 $37.25 $64 71.8%
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Amazon.com (AMZN) Buy ($4,000 Price Target) 

Eric J. Sheridan, eric.sheridan@ubs.com , +1-212-713-9310   

 
UBS Research THESIS MAP  a guide to our thinking  

PIVOTAL QUESTIONS Q: Can Amazon continue to drive top line momentum? 
Yes. We believe strong Prime member growth (esp. in Int'l) and fast seller FBA adoption will continue 
to advance Amazon's Prime + FBA flywheel effect that is likely to be supportive of a ~21% rev growth 
CAGR ('19-'24E). On the other side of COVID-19, we see AMZN as well positioned to benefit from key 
shifts in consumer/enterprise behavior with the potential for increased engagement and higher spend 
among Prime members. Further, we believe Amazon's growing advertising business should contribute 
to sustained top line momentum. 

 Q: Can Amazon stabilize/expand OI margins over the next few years? 
We believe Amazon will continue investing in multiple growth opportunities (e.g. AWS, Prime Video 
content, logistics/shipping, & emerging markets). However, we expect gross profit dollar growth 
(driven by 3P, AWS, & advertising mix shift) will allow for long-term investments & margin expansion. 

 Q: Can AWS sustain high revenue growth along with maintaining/expanding OI margins? 
Yes. AWS has (and will maintain, in our view) the dominant position in the Infrastructure-as-a-Service 
(IaaS) market and increasingly within Platform-as-a-Service (PaaS) & other IT spending pools. Our 
estimates assume AWS revs will grow at ~22% CAGR ('19-'24E), while margins continue to stabilize. 

UBS VIEW We continue to believe that COVID-19 will have a profound impact on consumer/enterprise behavior 
over the medium-to-long term. In our view, Amazon’s business mix positions the company to be a 
beneficiary of sustained long-term behaviors that are likely pulling forward prior multi-year industry 
adoption curves in eCommerce, cloud computing, media consumption, digital ad & AI voice assistants.  

EVIDENCE 
 

3rd party data and Amazon's Q2'20 EPS report (along with forward Q3'20 guidance) point to an 
accelerating offline to online shift in commerce amid COVID-19. Additionally, the latest UBS Evidence 
Lab US consumer survey (link) points to a healthy Prime ecosystem with stable to growing usage trends 
from existing subscribers and an opportunity to increase wallet share in an overall retail environment 
where eCommerce continues to gain share. 

WHAT'S PRICED IN? At the current valuation, we think investor expectations for strong topline growth (amid positive 
COVID-19 "stay-at-home" shopping dynamics) and concerns around forward margin pressure (1P/3P 
mix shift, COVID-related costs, & AWS investments) are largely priced in. 

RELATED RESEARCH Q2'20 EPS Review: Checking Every Box To Drive Outperformance | UBS Evidence Lab inside: Framing 
Amazon's Present & Future | Examining the AMZN Consumer (2019) | Framing the Forecast for the 
Global Clouds (2019) 

UPSIDE / DOWNSIDE 
SPECTRUM 

 
Value drivers 
(2020E) 

NA Sales 
Growth 

Int'l Sales 
Growth 

AWS Sales 
Growth 

GAAP EBITDA 
Margin 

$5,330 upside 40% 29% 33% 13.0% 
$4,000 target 36% 25% 28% 11.7% 
$1,650 downside 32% 21% 23% 8.0% 
Source: UBS     

 

UPCOMING CATALYSTS  Earnings, commentary/updates on Prime Day 2020 (press reports indicate it is likely taking place in 
October), Q3 industry channel checks 

  

mailto:eric.sheridan@ubs.com
https://neo.ubs.com/shared/d2aQGpgHEYNM752
https://neo.ubs.com/shared/d2xi5riXF7
https://neo.ubs.com/shared/d264EOrvYbe
https://neo.ubs.com/shared/d264EOrvYbe
https://neo.ubs.com/shared/d2PNv3ujS5
https://neo.ubs.com/shared/d2yMnjEPhz
https://neo.ubs.com/shared/d2yMnjEPhz
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Concho Resources Inc (CXO) Buy ($99 Price Target) 

Lloyd Byrne, lloyd.byrne@ubs.com, +1-212-713-9701   

 
UBS Research THESIS MAP  a guide to our thinking  

PIVOTAL QUESTIONS Q: Can CXO hold onto capital efficiencies going forward as incremental activity picks up? 
Yes, CXO has the scale, depth of top tier acreage, and experience to hold onto capital efficiency going 
forward. CXO continues to see opportunities to marginally improve capital efficiency but notes that 
service costs are "bumping along the bottom." At higher prices CXO would expect to see some 
inflation, however scale and continued efficiencies should help mitigate. Depth of inventory should 
allow CXO to continue to optimally develop its acreage without needing to down space and 
potentially impact future free cash flow. 

 Q: What is CXO's strategy going forward? 
CXO is focused on protecting asset base, balance sheet, and generating returns for shareholders. 
Going forward CXO is prioritizing stabilized production of roughly 200mbopd. Given the current 
macro growth is not a priority but if the market called for supply CXO could respond given its 
inventory and liquidity. Today the focus remains on generating FCF through stabilized production and 
driving capital efficiencies. FCF near term will be used to reduce net debt to below 3bn, or 1.0x at 
low-end-of the cycle commodity prices. Under current scenarios CXO believes they can hit that level in 
1H21. Longer-term management is considering multiple avenues to return value to shareholders, a 
base plus variable dividend is one potential path being explored. Depth of top tier quality acreage 
should allow CXO to focus on shareholder returns without need for additional resource. 

  

UBS VIEW CXO is a top pick given its scale, acreage position, management expertise and expectation for 
continued capital efficiency as it moves to a stabilized pace of development. Coupled with a strong 
balance sheet, CXO is well positioned to continue to generate FCF in current environment. 

EVIDENCE 
 

We have CXO generating ~9.6% FC yield (before dividend) while holding liquids production roughly 
flat in 2021. It is not the highest yield in the group, but combined with quality of acreage and 
commitment to return excess CF provides top risk / reward. 

WHAT'S PRICED IN? We believe the growth story and incremental cash generation over the next 5 years remains 
underappreciated. Investors got incrementally more positive following upgrade in FCF guidance in Q3 
but remain on the sidelines waiting for further catalysts and evidence of operational improvement. 

RELATED RESEARCH Chat with the COO 

UPSIDE / DOWNSIDE 
SPECTRUM 

 
Value drivers 

 

2022 WTI 
Price ($/bbl) 

2022 HH Price 
($/MMBtu) 

Service Inflation 
Indexed to Base 

 
$110 upside ~$60-65 ~$3.00 105-110% 
$99 base ~50 ~$2.50 100% 
$25 downside ~$35-40 ~$2.00 105% 

Source: UBS      
 

  

  

mailto:lloyd.byrne@ubs.com
https://neo.ubs.com/shared/d20os307D2ekay
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Constellation Brands (STZ) Buy ($208 Price Target) 

Sean King, sean.king@ubs.com, O +1-212-713-2329, M +1-301-275-9065    

 

UBS Research THESIS MAP  a guide to our thinking  

PIVOTAL QUESTIONS Q: Could STZ continue to deliver +HSD growth despite curtailed production base? 
Yes. There is sufficient capacity to meet +HSD demand over the next 3-years despite shuttering the 
under-construction Mexicali brewery. STZ's low exposure to on-premise (15% of sales) relative to 
peers provides limited downside in the current environment, while brewery shutdown in Mexico earlier 
in the year and elevated at-home consumption will drive F2H shipments growth of ~10% to support 
depletions and system inventory rebalance based on our integrated supply-demand model. All-in, we 
expect FY21 beer shipments (flat to +1%) to lag depletions (+5%) in FY21. Beyond that, we expect 
Beer sales will normalize back to +HSD in FY22, supported by Corona Seltzer. STZ is a topline growth 
story and we believe that story will continue. STZ has benefited from favorable category alignment 
and consumer demographics, but we have little reason to believe those tailwinds have run their course 
(incremental distribution gains, capacity-enabled innovation and continued demographic favorability). 

 Q: Can margins deliver the next leg of earnings growth? 
Yes, we expect F20-23 operating margin to grow +335 bps from 32.7% to 36.1%, driven by beer and 
wine margin improvement of +215 bps and +365 bps. While the wine portfolio transformation 
following low-end wine divesture will transition the W&S segment to a higher margin structure, the 
beer segment margins will benefit from improved capacity utilization. In the near-term, channel 
disruption due to COVID-19 could lead to volume deleverage, we see a number of factors that should 
help offset those cost pressures. 

UBS VIEW We believe STZ's shares are undervalued at 20x UBSe NTM EPS. STZ's near-term event path includes 
accelerating shipment through F2H and closure of wine transaction. We believe the Beer growth and 
margin story remains underappreciated and view the current valuation as a buying opportunity. 

EVIDENCE 
 

Our top-line model includes detailed monthly category and channel analysis for FY21. Over the past 5 
yrs, STZ consistently over-delivered on initial EPS guidance by +8% on avg vs mid-point of initial guide. 

WHAT'S PRICED IN? With STZ trading ~20% below its 3-yr average relative premium to large cap US Beverages group, we 
think the market is pricing in wine transaction overhang, net demand loss to hard seltzers and elevated 
unemployment rate among key Hispanic consumers. 

RELATED RESEARCH F1Q Earnings Review (Jul-20); STZ Beer Supply-Demand Dynamics (Jun-20); Upgrade to Buy (Apr-20); 
Initiation of Coverage (Dec-18) 

UPSIDE / DOWNSIDE 
SPECTRUM 

 
Value drivers 
(F20-25 CAGR) 

Beer Sales  Total Sales EBIT  

 

EPS 

$260 upside 7.1% 4.6% 9.8% 14.7% 
$208 base 5.9% 3.3% 6.3% 10.7% 
$150 downside 2.9% 0.2% 1.8% 5.3% 

Source: UBS       
 

UPCOMING CATALYSTS  
 

Oct 1st - F2Q21 Earnings; Wine deal closure  

  

+38%

+11%

-20%
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Upside:

Base:

Downside:

260.00  =

208.00  =

150.00  =

22.1x

19.3x

15.7x

11.76  x

10.76  x

9.54  x

US$187.81STZ.N Price

18 Sep +12 mo.

P/E (UBS) 
Implied

EPS (UBS) 
02/22E

Upside to Downside
1.9 to 1

Source: UBS Research

mailto:sean.king@ubs.com
https://neo.ubs.com/shared/d2ygd7vqeyv
https://neo.ubs.com/shared/d21UawAuPR
https://neo.ubs.com/shared/d2XFikKykN8
https://neo.ubs.com/shared/d26Lnr7J9De10Go
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Deckers Outdoor Corporation (DECK) Buy ($260 Price Target) 

Jay Sole, jay.sole@ubs.com, +1-212-713-3559
 

  

UBS Research THESIS MAP  a guide to our thinking  

PIVOTAL QUESTIONS Q: How much can the global footwear industry grow? 
We expect it to rise at a 5% to 6% CAGR, highly skewed to sports footwear. Athleisure should 
continue driving this category at a compelling 8% annual pace, underpinned by leading industry 
players like NKE pushing for innovation and prevailing themes like casualization and healthy lifestyles. 
Deckers could benefit from this trend as athleisure covers sports (i.e. HOKA brand) and comfort shoes 
(i.e. UGG). 

 Q: How much can Deckers accelerate top-line growth? 
We believe Deckers will accelerate sales to 6% 5-year CAGR from 3% in 2015-20. This +6% includes 
+400 bps contribution from the HOKA brand and an incremental 170 bps from UGG. FY21 revenues 
should rise 1% y/y despite COVID-19 disruption. We believe sales should accelerate next year post 
COVID-19, implying FY22 sales should be 14% above FY20 levels. 

 Q: Will DECK deliver higher operating margins post COVID-19? 
Yes. We expect EBIT margins to expand to 18.1% by FY25. COVID-19 should negatively impact FY21 
EBIT margins by -70 bps to 15.2%. However, a stronger sales growth next year should drive a 190 bps 
inflection to 17.1%. DECK's margins should benefit from a mix shift to DTC given accelerated digital 
sales and SG&A leverage in the medium term as HOKA gains scale. 

UBS VIEW We think Deckers' sales and EPS outlook justify a higher valuation. Its high-growth brand HOKA should 
drive a +6% 5-year consolidated top-line CAGR. We anticipate a P/E re-rating to 21x. This multiple 
expansion along with a 12% 5-year EPS CAGR drive 24% PT upside. We see a 2:1 upside/downside 
skew and rate DECK Buy. 

EVIDENCE 
 

UBS Evidence Lab analyses on Instagram Tracker and Google Search support our bullish view on the 
company's capabilities to grow sales. Meanwhile, Euromonitor data suggests a 5% to 6% 5-year 
CAGR for the footwear industry, underpinned by a stronger sports footwear category (+8%). 

WHAT'S PRICED IN? Our reverse DCF analysis suggests the market is pricing 5% to 6% annual sales growth vs. UBSe of 
~6%. The analysis indicates 40 to 70 bps operating margin expansion per year. This growth and 
margins outlook suggests a 5% to 7% 5-year EBIT CAGR, below UBSe of +9%. 

RELATED RESEARCH UBS Evidence Lab inside: Laced up to Go the Distance; Initiate at Buy 

UPSIDE / DOWNSIDE 
SPECTRUM 

 

  
 

UPCOMING CATALYSTS 
 

Upcoming earnings. 

+85%

+24%

-42%
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Upside:

Price Target:

Downside:

386.00  =

260.00  =

122.00  =

27.0x

21.0x

16.1x

14.30  x

12.40  x

7.60  x

US$208.91DECK.N Price

18 Sep +12 mo.

P/E (UBS) 
Implied

EPS (UBS) 
2022e

Upside to Downside

2 to 1

$386 upside 9.7% +61 bps -22 bps 20.0% -4.2% 19.0%
$260 target 5.8% +21 bps -25 bps 18.1% -3.6% 12.2%
$122 downside 1.8% +12 bps +83 bps 12.3% -3.0% -1.4%
Source: UBS

EPS Growth
Value drivers            
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Share Ct.

mailto:jay.sole@ubs.com
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Electronic Arts (EA) Buy ($170 Price Target) 

Eric Sheridan, eric.sheridan@ubs.com, +1-212-713-9310   

 

UBS Research THESIS MAP  a guide to our thinking  

PIVOTAL QUESTIONS Q: Can EA's bookings grow at a 5% CAGR for the next 5 years? 
Yes, we estimate EA bookings will grow at a ~8% FY20-FY25 CAGR largely driven by a mix of stable 
franchise performance (FIFA, Madden), call options around Star Wars content, and F2P games (Apex 
Legends).  

 Q: Can EA achieve 37% EBITDA margins by FY2024? 
Yes. We expect 170bps of margin expansion over the next 5 years, primarily driven by digital mix shift 
with additional benefits from improved marketing efficiencies and more focused R&D. 

 Q: Can EA drive higher cash returns via margin improvement & balance sheet leverage? 
Likely. EA's margins continue to improve on the back of digital mix shift, driving greater FCF to fund 
shareholder returns. Given EA's net cash position (vs. net debt position for peers across broader 
media), we believe the company can support greater leverage to drive increased cash returns.  

UBS VIEW Beyond the current environment, we remain constructive on broader gaming industry themes: 
increased engagement/monetization, cross-platform play & subscription/cloud-based models. In many 
ways, the "shelter in place" dynamic has accelerated these themes as individuals & households 
dedicate increased media consumption time toward gaming content. Against the backdrop of solid 
topline momentum and improving margins, we see a compelling risk/reward in EA.  

EVIDENCE 
 

Based on the UBS Evidence Lab Global Gamer Survey vol. 6, player engagement, sentiment & 
monetization trends present a picture of a highly engaged global user base and a medium that 
persistently takes share of media time spent – we continue to see a long-tail for monetization to close 
the gap w/ engagement. 

WHAT'S PRICED IN? We believe investors are discounting management’s ability to retain & monetize acquired cohorts 
during COVID-19. In addition, we believe investors have largely reset their expectations around long 
tailed call options (e.g., eSports, cloud gaming, etc.) for long-term secular themes. 

RELATED RESEARCH UBS Evidence Lab Inside: Assessing the Gaming Status, UBS Evidence Lab: Assessing the Gaming 
Landscape Vol. 6 

UPSIDE / DOWNSIDE 
SPECTRUM 

 
Value drivers 
(FY21E) 

Full Game 
Download 

Rev 
Growth 

Live 
Services 

Rev 
Growth 

Adj. Gross 
Margin 

FCF-SBC 
Margin 

$210 upside 5.0% 19.6% 76.1% 23.0%  

$170 target 1.0% 15.6% 75.1% 21.6%  

$108 target -3.0% 11.6% 74.1% 18.0%  

Source: UBS     
 

UPCOMING CATALYSTS  
 

The performance of upcoming sports titles as well as any update on capital allocation. 

 

  

mailto:eric.sheridan@ubs.com
https://neo.ubs.com/shared/d2QWdbqieRvZGW
https://neo.ubs.com/shared/d28GopEmRc
https://neo.ubs.com/shared/d28GopEmRc
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Generac (GNRC) Buy ($203 Price Target) 

Jon Windham, jon.windham@ubs.com, +1-617-478-4711   

 
UBS Research THESIS MAP  a guide to our thinking  

PIVOTAL QUESTIONS Q: What are GNRC post-COVID-19 growth prospects? 
We expect an acceleration of revenue growth to 11% 4-yr CAGR 2021-24 following an anticipated 
7% y/y growth in 2020E due to the COVID-19 economic impact. We forecast the U.S. residential HSB 
market to grow at a CAGR of 6.7% through 2025E with penetration increasing from 4.7% in 2019 to 
6.5% by 2025E. 

 Q: What is the outlook for GNRC's residential clean energy business? 
We expect the Clean Energy business to account for 8% of GNRC 2020E domestic residential sales 
and 42% of net sales growth 2019-2024E. GNRC has distinct advantages in breaking into the 
residential solar+storage market, in our view, including its brand, experience converting marketing 
leads to customer sales, ability to leverage its existing customer service infrastructure, installer support 
and ability to cross-sell traditional HSB. We expect GNRC to become a significant number 3 U.S. player 
without disrupting the industry pricing dynamic. 

UBS VIEW GNRC provides a relatively uniquely diversified opportunity to which investors can gain exposure to the 
rapidly growing solar + storage market w/ underlying earnings stability from GNRC's core business of 
recession resilient home standby power. 

EVIDENCE 
 

The resilience of the HSB market was demonstrated in the GFC when GNRC revenue growth during 
the GFC was more stable than the U.S. backup power market. Housing starts have historically been 
weakly correlated to GNRC gross profit growth (r=0.36) and uncorrelated to gross margin (r=-0.07). 

WHAT'S PRICED IN? Consensus EPS estimates do not fully capture the growth prospects for GNRC's clean energy business 
in our view. Current consensus estimates imply 6.5% 2-year EPS CAGR 2020-2022E, below 8% UBSe. 

RELATED RESEARCH Interactive model: Residential solar & storage; Renewable energy upside. Initiate GNRC at Buy; 
September 2020 conference call schedule 

UPSIDE / DOWNSIDE 
SPECTRUM 

 
Value drivers 2020E Residential sales 

growth 
C&I sales growth Adj. EBITDA 

 
$221 upside 35% (8%) $528mn 
$203 base 27% (14%) $513mn 
$160 downside 18% (23%) $490mn 

Source: UBS      
 

UPCOMING CATALYSTS  
 

3Q20 results; Achieving storage MWhrs deployed guidance; California distributed solar data update; 
International clean energy products launch.  
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1.7 to 1

Source: UBS 

P/E (UBS) 
Implied
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12/20E

Upside to Downside

1.7 to 1

Source: UBS 

P/E (UBS) 
Implied

EPS (UBS) 
12/20E

Upside to Downside

1.7 to 1

Source: UBS 

mailto:jon.windham@ubs.com
https://neo.ubs.com/shared/d2ujVt6aXm5w10
https://neo.ubs.com/shared/d2mL6HwoBdHzp
https://neo.ubs.com/shared/d2EAYw6ybjgy
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Global Payments (GPN) Buy ($247 Price Target) 

Eric Wasserstrom, eric.wasserstrom@ubs.com, +1-212-713-1355
 

  

UBS Research THESIS MAP  a guide to our thinking  

PIVOTAL QUESTIONS Q: What is GPN's medium term revenue growth rate? 
Although we anticipate lower growth in the near term, over the medium term, we estimate that 
Global Payments can grow revenues at ~8-9% vs. our merchant acquiring industry expectation of 
~8% and our issuer processing industry expectation of ~5%. While this is below legacy Global 
Payments' historical 9-11%, post-TSYS acquisition, our forecasted level reflects expansion on a 
business segment level that is faster than the industries in which it operates and across a larger 
revenue base. 

 Q: How do we assess the risk to FIS' recent transformative M&A? 
Positive – Our assessment reflects Global Payments' history with large-sized integrations, achievable 
revenue synergy targets, history of cost management/expense synergy realization and our view of only 
moderate cultural risks.  

UBS VIEW We believe that Global Payments will grow faster than its respective industry growth rates, due to its 
mix shift of revenue toward faster growing tech-enabled products (integrated, software-owned assets, 
ecommerce/omnichannel); international exposure in faster growing geographies; and exposure to 
attractive industry verticals. Additionally, we believe the company will achieve targeted revenue and 
cost synergies. As a consequence of these factors, we believe Global Payments will benefit from strong 
revenue growth of 8-9% and ~160 bps of annual adj. operating margin expansion, driving a ~15% 5-
year adj. EPS CAGR and enabling multiple expansion. 

EVIDENCE 
 

Our forecast for Merchant Solutions growth of ~8-10% is based on our global electronic payments 
waterfall and is partially driven by UBS Evidence Lab Retail Processor and Payments Survey and COVID-
19 Consumer Spending Survey, which indicates a strong competitive position in U.S. merchant 
acquiring. UBS Evidence Lab Glassdoor data contributes to our expectation of minimal cultural risks 
through the integration of TSYS. 

WHAT'S PRICED IN? We believe the shares are discounting terminal growth of ~4.5% vs. our expectation of ~5%, which 
we consider to be the long term secular growth rate of Global Payments. 

RELATED RESEARCH 
 

UPSIDE / DOWNSIDE 
SPECTRUM 

 
Value drivers 

 

Revenue 
growth 

Operating 
margin 

Efficiency ratio 

 

Pre-tax margin Operating 
leverage 

$283 upside 18.0% 23.0% 77.0% 20.1% 6.6% 
$247 base 9.3% 22.6% 77.4% 19.5% 5.6% 
$145 downside 4.0% 20.5% 79.4% 17.3% 2.8% 

 

UPCOMING CATALYSTS  
 

We believe the next identifiable catalyst is the 3Q earnings report, expected in early November; 
additional bolt-on M&A could also be a catalyst, particularly for software assets that expand Global 
Payments’ integrated acceptance platform into a wider range of end markets. 
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HCA Healthcare Inc (HCA) Buy ($150 Price Target) 

Whit Mayo, Whit.Mayo@ubs.com, +1-212-713-3842
 

  

UBS Research THESIS MAP  a guide to our thinking  

PIVOTAL QUESTIONS Q: What is the impact of COVID-19 on 2020-21 forecasts? 
We forecast a 2020 gross COVID-19 operational EBITDA headwind of $1.6b (or -14%) vs our pre-
COVID estimates. We expect HCA will receive $1.3b (most of which was already recognized in 1H20) 
in CARES act funds and $90m for the suspension of the Medicare Sequester to act as a partial offset 
to the near-term impacts from COVID. We forecast that 90% of the 2020 COVID EBITDA headwind 
will reverse in 2021 leading to a $160m impact in 2021.  

 Q: How will the deterioration in payer mix impact 2021 forecasts?  
We forecast a 2020-21 payer mix headwind of $300m (-3%) and $700m (-7%), respectively, as 
commercial patients downshift to Medicaid and self-pay.  

UBS VIEW HCA's pre-COVID results outpaced investor expectations and the company remains levered to a 
recovery w/ one of the leading ASC platforms. HCA's LT capital deployment strategy remains in-tact 
and we expect HCA's significant FCF generation to resume post-COVID. We peg the company exiting 
2020 w/ ~$2b more cash vs. prior estimates, which reduces the forward multiple by 0.3x. 

EVIDENCE 
 

We underwrite our forecasts using intelligence gathered in ~50 expert calls. We analyze UBS Evidence 
Lab's Hospital Pulse Survey on the impact of COVID-19. We review and analyze UBS Evidence Lab's 
Hospital Tracker to see the impact on 500+ acute care hospitals. We analyze our COVID Hospital 
Tracker, our CARES Act analysis, we stress test capacity and analyze the service line exposure for all 
hospitals. We underwrite our payer mix shift impact estimates with weighted average state level 
analysis on Medicaid expansion and patient distribution across federal poverty breakpoints.  

WHAT'S PRICED IN? Investors have shifted focus from the near-term COVID disruption to the 2021 recovery and the 
corresponding shape of HCA's out-year earnings. Assuming HCA is worth 8x (historical averages) 
implies an EBITDA run-rate 4% lower than 2019 actuals. Further, that implies the stock prices in a 
2021 EBITDA run-rate 6% below our 2021 estimate of $10.064b.  
 

RELATED RESEARCH US Healthcare "UBS Evidence Lab inside: Survey Highlights COVID-19 Impact ..."  UBS Hospital Volume 
Tracker "UBS Evidence Lab inside: July Brings Material ..."  Healthcare Facilities & Managed Care "UBS 
Weekly Hospital COVID Recovery ..."  HCA Healthcare Inc "Recap of Virtual NDR – Shifting Gears to 
Move Into ..."  HCA Healthcare Inc "2Q20 Recap: Flexing Muscle Through COVID-19 Disruption; ..." 
 

UPSIDE / DOWNSIDE 
SPECTRUM 

 

 

 

UPCOMING CATALYSTS  Earnings, potential additional CARES Act funding or new government stimulus/regulation, the 
upcoming 2020 election  
 

mailto:Whit.Mayo@ubs.com
https://neo.ubs.com/shared/d2G9lLamve?wireid=ueb46394
https://neo.ubs.com/shared/d2TNAHlFx5lq?wireid=ueb45965
https://neo.ubs.com/shared/d2TNAHlFx5lq?wireid=ueb45965
https://neo.ubs.com/shared/d295Xc87Ig?wireid=ueb46355
https://neo.ubs.com/shared/d295Xc87Ig?wireid=ueb46355
https://neo.ubs.com/shared/d2CvuZAWU1Th?wireid=ueb46051
https://neo.ubs.com/shared/d2CvuZAWU1Th?wireid=ueb46051
https://neo.ubs.com/shared/d2IAbYfNviiTRP?wireid=ueb44484
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IQVIA Holdings Inc (IQV) Buy ($204 Price Target) 

Dan Brennan, daniel.brennan@ubs.com, +1-212-713-2317
 

  

UBS Research THESIS MAP  a guide to our thinking  

PIVOTAL QUESTIONS Q: How significant will COVID-19 be on IQV and how quickly will IQV see a return to the 
strong fundamentals in place before the outbreak? 
Manageable and we see a strong 2021. We see upside to consensus for 3Q, 2020 guidance, and 
2021 driven by the R&D (RDS) segment with new COVID trials (~15% of 605 bookings) offsetting 
weakness in other areas. Further, our diligence (surveys / expert calls) suggests a strong recovery in 
2021 in non-COVID trials, which may not be fully reflected in consensus. 

 Q: Will IQV's data-driven patient recruitment strategy enable market share gains and 
generate accelerating revenue growth? 
Yes. CROs have been trying to use data to better recruit patients without noticeable success, but our 
diligence (and IQV results) reflect IQV's Next Gen offering (via IMS/Quintiles merger) is different and 
driving share gains. We model above average book bill to bills and improving backlog conversion 
which together drive accelerating growth. 

UBS VIEW We expect the stock to outperform the market. Conviction in IQV's data-driven patient recruitment 
strategy plus a favorable industry backdrop support our above-consensus estimates, which together 
with multiple expansion can enable ~30% stock appreciation in the next 12 months.  

EVIDENCE 
 

Across the UBS Evidence Lab Pharma Outsourcing Surveys conducted (N ~150 customers), IQV 
consistently is viewed as the highest quality CRO expected to gain the most share given its 
differentiated data drive patient recruitment strategy. Our COVID snap surveys suggest a strong 
recovery in 2021 with pharma budgets expect to be in line with pre-COVID levels. Further, our CRO 
expert calls suggest a strong 2021 with upside from COVID trials, which are enrolling at a record pace.  

WHAT'S PRICED IN? In 2021, we are 3% above revenue and 4% above EBITDA consensus driven by solid growth in both 
R&D solutions and Tech & Analytics. 

RELATED RESEARCH UBS COVID Survey suggest (Wave 1, Wave 2, Wave 3); UBS Evidence Lab CRO Survey; UBS CRO 
Expert Calls (HERE, HERE) 

UPSIDE / DOWNSIDE 
SPECTRUM 

 

  

 

 

UPCOMING CATALYSTS  Earnings, 2021 guidance, COVID-19 trials, and M&A. 
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Source: UBS Research

$237 upside 7.2% 20.2%  $          8.46                 28 51%
$204 target 6.2% 19.4%  $          7.83                 26 30%
$125 downside 3.2% 18.7%  $          6.95                 18 -20%
Source: UBS
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Value drivers
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Growth

2021 EBIT 

Margin
2021 EPS Multiple

mailto:daniel.brennan@ubs.com
https://neo.ubs.com/r/?id=h85ee962,92172e2,9217549&inst=V7&did=AC7-E-153187042&off_id=AC7-E-153605475&ma=X526D57535947634A&camp_id=EM:UNKW:2020-05:31:C
https://neo.ubs.com/shared/d2JAu6rvpKfc/?inst=V7&did=AC7-E-183831542&off_id=AC7-E-184250499&ma=X526D57535947634A&camp_id=EM:UNKW:2020-07:09:C
https://neo.ubs.com/shared/d2wymQr68tJ/?inst=V7&did=AC7-E-232506611&off_id=AC7-E-232924696&ma=X526D57535947634A&camp_id=EM:UNKW:2020-09:02:C
https://neo.ubs.com/shared/d2pSmh3sR819/?inst=V7&did=AC7-E-140472419&off_id=AC7-E-140892612&ma=X526D57535947634A&camp_id=EM:UNKW:2020-05:13:C
https://neo.ubs.com/shared/d2QeCrL6GGDm/?inst=V7&did=AC7-E-198368437&off_id=AC7-E-198784500&ma=X526D57535947634A&camp_id=EM:UNKW:2020-07:21:C
https://neo.ubs.com/shared/d2ihT1PZ7nHfDYk/?inst=V7&did=AC7-E-171601151&off_id=AC7-E-172020937&ma=X526D57535947634A&camp_id=EM:UNKW:2020-06:25:C
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ITT (ITT) Buy ($68 Price Target) 

Damian Karas, damian.karas@ubs.com, +1-212-713-2267
 

  

UBS Research THESIS MAP  a guide to our thinking  

PIVOTAL QUESTIONS Q: Can Friction Technologies continue to win share in the global brake pad market?  
Yes. ITT's leading technology/standardized production process, optimized footprint, and strategic 
focus on OEM/OES customers are sustainable competitive advantages. We think it would take at least 
5-10+ years for competitors to replicate. After 2+ years of global auto declines, UBS is forecasting a 
return to growth and we expect Friction to outgrow the market by ~500bps.  

 Q: Can Motion compensate for short cycle industrial & aero pressures in the near term? 
Yes, presuming that the coronavirus situation does not materially worsen from here. MT was gaining 
momentum in late 2019, as ramping new Friction OEM platforms drove double-digit growth across all 
regions exiting the year. We model a 5% organic sales CAGR (3Q20-2Q22e) for the MT segment, 
With growth accelerating to HSD in 1H21. 

 Q: Should we expect any significant changes under new executive leadership? 
Yes, we think under CEO Savi, ITT is taking a more comprehensive approach to creating shareholder 
value. The past tendency towards overly conservative balance sheet management could be taking a 
turn, and we expect increased deployment of capital to M&A as well as share repurchase.  

UBS VIEW Key drivers of our Buy rating: 1) acceleration in organic growth for MT; 2) ongoing margin 
improvement in IP and CCT segments; and 3) increased appetite/ability to deploy capital. We expect 
new Friction OE platform ramps to drive MSD-DD organic growth in MT over the medium term, above 
~LSD levels during the last two years (pre-COVID) of declining global auto production. We also believe 
the company has just scratched the surface of its margin self-improvement "war chest."  

EVIDENCE 
 

Friction consistently outgrowing auto production by 3x past 15 years (~1000bps outgrowth in '19). ITT 
proprietary production process is protected. Pre-COVID, Friction was +DDs in all regions (China +18%, 
US +11%, Europe +10%). Under prior mgmt, financial leverage (~1x net debt/EBITDA on avg.) was 
below SMID-cap industrial IG range of 2-3x. 

WHAT'S PRICED IN? We think the market is pricing in a ~flat 2-year organic CAGR and ~125bps of margin expansion. Our 
base case assumes organic growth of 2.5% and 175bps of EBIT margin improvement by 2Q22e.  

RELATED RESEARCH A fresh look: Turnaround masterclass or dead cat bounce? GE crossing the sentiment chasm. Buy. 

UPSIDE / DOWNSIDE 
SPECTRUM 

 
Value drivers 
(3Q21-2Q22) 

2-year Org. 
Sales CAGR 

EBIT Margin P/E Multiple 

$87 upside 4.9% 17.0% ~20x 
$68 target 2.5% 15.4% ~18x 
$45 downside (2.0%) 14.7% ~13.5x 
Source: UBS      

 

UPCOMING CATALYSTS  
 
 

Monthly auto sales and industrial production (October 2020), Earnings and Annual Asbestos 
remeasurement (October 2020), Business Outlook (~February 2021) 
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Kinder Morgan (KMI) Buy ($22 Price Target) 

Shneur Gershuni,shneur.gershuni@ubs.com, +1-212-713-3974
 

  

UBS Research THESIS MAP  a guide to our thinking  

PIVOTAL QUESTIONS Q: Can KMI increase its dividend in 2021? 
Yes, while KMI will face headwinds in 2021 (r-contracting in natgas and lower CO2), tailwinds (higher 
refined products and growth projects) coupled with lower YoY growth capex results in KMI being FCF 
positive and able to raise its dividend by 9.5% in 1Q21.  

 Q: When will KMI's leverage improve to 4.5x? 
We estimate KMI will end 2021 at 4.6x post a 9.5% dividend raise in 1Q21, slightly above 4.5x. 
However, we expect KMI to reach 4.5x leverage in 1Q22 and remain at that level for the year, even 
with another 8.7% YoY dividend raise in 1Q22, as capex continues to remain low.  

UBS VIEW KMI currently trades at an 8% dividend yield, with an implied yield of 8.8% when taking into account 
our estimated 9.5% dividend raise in 1Q21. This compares to the S&P yield of less than 2%. We 
estimate KMI will be FCF positive post dividends in 2021 as capex should be down meaningfully YoY. 
Further KMI has a large natural gas exposure, which we believe is more stable earnings vs. crude in 
this environment. While CO2 and Refined Products will be overhangs, we believe refined product 
demand trends have bottomed and ticking back up. 

EVIDENCE 
 

UBS Evidence Lab Congestion Data (> Access Dataset) tracks daily congestion in major US cities relative 
to average '19 data for that day of the week to discern trends around gasoline demand in the US. The 
dataset utilizes TomTom data to better pinpoint congestion in our view vs. other datasets which 
include other forms of mobility. Based on the data congestion in PADD 1 and PADD 5 where KMI has 
exposure has increased 115%/37% off their respective lows, hence we believe refined products 
demand has bottomed and volumes on KMI's pipelines should improve over the next year.  

WHAT'S PRICED IN? We don’t believe that KMI's stock currently reflects the potential for a 9.5% dividend increase next 
year and a company that is FCF positive. KMI has underperformed peer WMB and the implied yield 
spread has flipped (looking more attractive for KMI), hence we see an opportunity for KMI to close the 
gap.  

RELATED RESEARCH Refreshing KMI Estimates and Expectations 

UPSIDE / DOWNSIDE 
SPECTRUM 

 
Value drivers 
(CY'21) 

2021e Refined 
Products Volume 

Growth 

Natural Gas 
YoY Base 

Business Decline 

2021e EBITDA ($MM) 2021e 
Dividend 

Multiple  

$24 upside 16% ($140) $7,185 $1.25  
$22 target 9.4% ($211) $6,974 $1.15  
$10 downside 0% ($282) $6,790 $1.05 8.5x 
Source: UBS        

 

UPCOMING CATALYSTS  
 

KMI reports 3Q earnings on October 21st, that said the larger catalyst is likely early December when 
KMI historically provides its initial FY guidance for the next year. Additionally, we will continue to track 
congestion data, as increasing refined products volumes could be a positive catalyst for KMI.  
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Knight Swift Transportation Holdings 
(KNX) 

Buy ($53 Price Target) 

Thomas Wadewitz, thomas.wadewitz@ubs.com, +1-212-713-6116
 

  

UBS Research THESIS MAP  a guide to our thinking  

PIVOTAL QUESTIONS Q: Will the truckload transportation market remain strong / tight into 1Q21? 
Yes, low retail inventory levels drive truckload demand for replenishment while peak season supports a 
further rise in 4Q20 demand for truckload transportation. COVID related constraints on the pace of 
new drivers entering the market also support a tight truckload market into 2021. 

 Q: Can KNX realize strong contract pricing gains and margin expansion in 2021? 
Yes. The roughly 30% y/y rise in spot market truckload rates (ex. fuel) at the present time points to 
potential for high single digit or greater contract pricing gains in 2021. In 4Q18 during the last up-
cycle in TL rates, KNX realized nearly 500 bp of y/y margin expansion and we expect strong margin 
gains in 2021 for KNX.  

UBS VIEW We believe the current tightness in the truckload market in combination with low retailer inventory 
levels provides clear visibility to a favorable outlook for the truckload market and KNX into 2021. We 
expect the strength in truckload freight and backdrop of improving pricing to support upside EPS 
performance from KNX in 2H20 and rising EPS expectations looking forward. We expect strong EPS 
growth to support attractive upside for KNX stock even as valuation may moderate.  

EVIDENCE 
 

KNX has captured the upside potential from tight truckload cycles in the past as shown by their strong 
margin expansion of 490 bp and EPS growth of 78% y/y in 4Q18 in the last upcycle in TL rates. The 
30% rise in truckload spot rates at the present time shows the current tightness in the truckload 
market. 

WHAT'S PRICED IN? At a blended forward P/E of 16x, we believe that KNX reflects concern that the truckload spot market 
is at a peak level of activity and tightness.  

RELATED RESEARCH Expert Call On Retail & Transportation;  U.S. Truckload: Low Retailer Inventory Indicates Strong TL 
Market Is Likely To Persist; Reiterate Positive View On TL;  Truckload Cycle Analysis  

UPSIDE / DOWNSIDE 
SPECTRUM 

 

 

Value drivers  

2021E 
Revenue Per 
Mile (Y/Y) 

2021E Loaded 
Miles (Y/Y) 

2021E TL 
Segment 
Margin 

Target P/E On 
2021E EPS 

    

$60 upside 7.0% 6.0% 82.0% 18x     

$53 target 5.0% 3.2% 84.3% 20x     

$32 downside -4.0% -4.0% 89.0% 22x     

Source: UBS           
 

UPCOMING CATALYSTS  
 
 

1) Weekly data points on the Truckstop.com Market Demand Index (MDI), 2) Monthly Class 8 Truck 
Orders, 3) BLS Trucking Employment; 4) 3Q20 Earnings (late October) 

  

  

mailto:thomas.wadewitz@ubs.com
https://neo.ubs.com/shared/d2lie15hq7G6Yok
https://neo.ubs.com/shared/d2OTEtb2rIJ
https://neo.ubs.com/shared/d2OTEtb2rIJ
https://neo.ubs.com/shared/d2m7Az4EUifGf
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Lockheed Martin (LMT) Buy ($475 Price Target) 

Myles Walton, myles.walton@ubs.com , +1-617-439-8501
 

  

UBS Research THESIS MAP  a guide to our thinking  

PIVOTAL QUESTIONS Q: How much of the company's value is tied to the F-35 and is it secure? 
Our DCF on the F-35 suggests the OEM and Sustainment portion of the F-35 might be worth 
~$165/share. We believe the market understands OEM production growth but does not fully price in or 
appreciate the sustainment opportunity, which we see as $4-5M/yea/aircraft for the F-35 fleet. We see 
OEM revenue flatting in the ~2023 timeframe with Sustainment and follow-on modernization picking up 
mid-decade. Importantly, we see the company's service revenue on the plane not peaking until the fleet 
peaks (unlikely in the next 20 years). The aftermarket opportunity drives as much of the company's NPV 
on the program (55%) as the OEM piece which is a bigger focus for the market. 

 Q: Will the company grow slower or faster than peers in the next 3-5 years?  
We est. LMT will grow faster than the defense average over the next few years. We are modelling 7% 
topline growth y/y in '20/'21, which is nearly 200 bps higher than the average for our defense coverage. 

 Q: How should investors value LMT pension recovery—a large contributor to FCF?  
We believe investors should separately value the NPV of LMT's prepaid credits to its pension plan, which 
we calculate at $24/sh. The value of the pension adjusted earnings can then be valued independently to 
understand the multiples on the underlying business. 

UBS VIEW Lockheed has consistently been a top pick in our space since we launched coverage in 2018 and is a top 
pick for 2020 given backlog sales coverage, pace of organic growth, management execution, and 
expected strong bookings this year and into 2021. Though the company initially revised sales for '20 
modestly downward on COVID-19 impacts (confined just to the Aero segment), the company navigated 
COVID-19 impacts diligently and raised their outlook on the back of 2Q. We still see opportunity in the 
topline remaining in Aero and MFC given the healthy cushion in their sales. We view the current valuation 
as compelling (~6% FCF yield) and continued quality of their earnings stream as reasons for attraction to 
the name. 

EVIDENCE 
 

Our DCF analysis of the F -35 program provides a detailed assessment of the opportunity on the F-35 in 
both production and sustainment of the aircraft. Our proprietary revenue teardown of LMT based on 137k 
contracts in each of the last 5 years together with UBS Evidence Lab provides conviction in LMT elevated 
growth through 2021E. 

WHAT'S PRICED IN? The stock has performed in-line with the market YTD and, though it has outpaced peers by ~15%, we 
think the market has mispriced the sustainment opportunity for the F-35 over the long term and, in the 
near-term, has undervalued the lower uncertainty in the name vs. peers in terms of impacts from COVID-
19 particularly in terms of cash and bookings. 

RELATED RESEARCH 2020 Outlook; Defense and Deficits; New CEO; LMT 2Q Note; August Monthly Outlays; F-35 Update 

UPSIDE / DOWNSIDE 
SPECTRUM 

  
Value drivers  Topline Growth through 

2021E 
Margin Profile Business Commentary 

$545 upside 6-7% Modest Expansion Backlog continues to expand in '21 

$475 target 5-6% +20bps/yr Backlog flattening in '21 
$320 downside ~4%  Mgn pressure at MFC, Aero Backlog shows material burn in '21 
Source: UBS      

 

UPCOMING CATALYSTS  
 

3Q Earnings, Monthly Defense Outlays, FY21 Budget Cycle, 2020 Election  

  

mailto:myles.walton@ubs.com
https://neo.ubs.com/shared/d2ejlVNENvUUpH
https://neo.ubs.com/shared/d2jeYfqapZw
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Lowe's (LOW) Buy ($195 Price Target) 

Michael Lasser, michael.lasser@ubs.com, +1-212-713-2440
 

  

UBS Research THESIS MAP  a guide to our thinking  

PIVOTAL QUESTIONS Q: How will LOW's comps trend in FY'21 as it laps begins to lap tough compares? 
We model LOW comping down -6.4% in FY'21 as it laps our estimated comp growth of 20.5% in 
FY'20. Still, our estimates imply a 2-yr stack of ~14%. We believe increased repair and remodel needs 
due to more time spent at home should drive demand next year even as LOW laps tough compares.  

 Q: How long will LOW continue to outcomp HD? 
We expect LOW will outcomp HD for at least the back half of this year. We model 10-20% SSS for 
LOW in 2H'20 which compares to our 10-15% estimate for HD. However, for FY'21, we believe tough 
compares for LOW will likely lead to underperformance vs. HD. Still, our forecasts imply that LOW's 
comp will grow faster than HD's for the 2-yr period of 2020 and 2021.  

 Q: When can LOW achieve its operating margin target of 12%? 
We believe LOW will end FY'21 with a margin that’s near 12%. Our model forecasts 60 bps of 
operating margin expansion in FY'21 to 11.8%. While we expect comps to decline in FY'21, LOW will 
likely lap ~$1 bn in incremental COVID costs next year. This should help it expand margins even as its 
sales decline.  

UBS VIEW We believe LOW's risk-reward is compelling at current levels. The company is likely to be a prime 
beneficiary of wallet share shifts to home for the foreseeable future. Plus, while LOW's EBIT margin is 
likely to expand nicely in the near-term, it's still likely to end FY'21 with a margin that’s 300+ bps 
below that of HD's. This shows there is ample room for its margin to improve form here. Despite these 
tailwinds, the stock is still trading at just 17.5x our CY'21 EPS estimate, which is 4x below HD's 
multiple.  

EVIDENCE 
 

We estimate LOW will end FY'20 with sales per store of ~$43 mm vs. HD's $55 mm. LOW can bridge 
this productivity gap with HD going forward as its Pro penetration increases.  

WHAT'S PRICED IN? Consensus is modeling only $8.51 in EPS for FY'21. This is below our estimate of $9.00.  

RELATED RESEARCH Going High From Being Lowe's 

UPSIDE / DOWNSIDE 
SPECTRUM 

 

 

UPCOMING CATALYSTS  
 

3Q'20 results in November 18th  
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Morgan Stanley (MS) Buy ($57 Price Target) 

Brennan Hawken, brennan.hawken@ubs.com, +1-212-713-9439
 

  

UBS Research THESIS MAP  a guide to our thinking  

PIVOTAL QUESTIONS Q: Will E*Trade enhance MS's WM offering and be accretive to returns? 
Yes, we expect the addition of ETFC to increase the amount of MS's earnings generated by WM, 
provides a broader WM offering, and enhance deposit funding/stability. The ETFC deal will also solidify 
MS's position in the stock plan market, which is a key customer acquisition channel for WM firms.  

 Q: Will MS's WM business be negatively impacted by the pandemic? 
No. MS's recent technology investments have allowed FAs to remain in contact with clients through 
the COVID-related disruptions, as the benefits of scale are becoming clear. Of course, lower interest 
rates are a headwind to the WM revenues, but they are manageable and reflected in forecasts. 

  Q: Is the ISG business well-positioned in the current environment? 
Yes, more diversified investment banks have shown stronger results in the current environment, as 
trading and capital raising activities have been robust. This strength seems NT sustainable, leading MS 
to be in a stronger position given their business mix, less reliance on NII, and less credit exposure than 
most peers. 

UBS VIEW Shares likely to re-rate on growing WM earnings: We believe MS's current valuation does not 
reflect its more attractive mix vs peers. Currently, just under half of MS's earnings are generated by 
wealth and asset management, and that will expand to about 55-60% of earnings over the next 
several years. Therefore, as the higher multiple earnings grow, we expect MS's multiple will expand 
concurrently. 

EVIDENCE 
 

We forecast WM PT margins at MS to expand slowly to 25% in 2021, but the addition of ETFC, with 
its 37% PT margins, should enhance that margin by 50 bps before synergies. Further, the addition of 
ETFC's stock plan business should provide better opportunities for organic growth in WM. 

WHAT'S PRICED IN? MS currently trades at roughly 10x 2021 consensus estimates, which is roughly in line with the LT avg 
multiple for commercial and investment banks. Given MS's more attractive earnings profile, we do not 
believe this ascribes value to the nearly half of earnings that are generated by wealth and asset 
management (12-14x earnings). Over time, we expect the growth of those earnings to lead to multiple 
expansion of 1-2 turns on a growing earnings base.  

RELATED RESEARCH See above for links. 

UPSIDE / DOWNSIDE 
SPECTRUM 

 
Value drivers 
(CY'21) 

2021E EPS 2019-21E Org 
Revenue CAGR 

2021E Expense 
Ratio 

$62 upside $5.65 2.3% 74% 

$57 target $5.50 1.8% 75% 

$42 downside $4.20 -4.6% 78% 

Source: UBS      
 

UPCOMING CATALYSTS  
 

Earnings and Outlook (October 2020), UBS meeting with James Gorman (late October 2020), Close of 
ETFC deal (4Q20), Strategic update (January 2021).  

  

+24%
+14%

-16%

25.0
30.0

35.0

40.0

45.0

50.0

55.0

60.0

65.0

70.0

2018 2019 2020 2021

Upside:
Price Target:

Downside:

62.00  =
57.00  =

42.00  =

11.0x
10.4x

10.0x

5.65  x
5.50  x

4.20  x

US$50.08MS.N Price

18 Sep +12 mo.

P/E (UBS) 
Implied

EPS (UBS) 
2021e

Upside to Downside

1.5 to 1

mailto:brennan.hawken@ubs.com
https://neo.ubs.com/shared/d25K8iiZvuO/
https://neo.ubs.com/shared/d2nLBSO6sf5on
https://neo.ubs.com/shared/d2psgnpNI6WpD2m
https://neo.ubs.com/shared/d2tr1LnPOO
https://neo.ubs.com/shared/d2V9Ft1UXPraOxc


 

 Thematic Stock Ideas   23 September 2020 

 

 18 

NextEra Energy (NEE) Buy ($312 Price Target) 

Daniel Ford, CFA, dan.ford@ubs.com, +1-212-713-2224
 

  

UBS Research THESIS MAP  a guide to our thinking  

PIVOTAL QUESTIONS Q: Is NEE's Valuation Justified? 
Yes. Our PT of $312 which implies a P/E of 29.6x is justified premised upon a SOTP valuation. We 
value the Florida utility assets at a 25% premium to the utility multiple premised upon 1st quartile 
regulation & eps growth, and ESG metrics. For the NEER business we use Orsted as a comp. which on 
a MTM implies a P/E multiple of 39.2x 2022e.  

 Q: Is M&A Activity for Regulated Utility Assets Likely? 
Yes. NEE has expressed a desire to deploy the same strategy demonstrated in the Gulf Power 
transaction to other regulated utility assets. This would involve greening of the generation fleet and 
reduction of utility O&M costs to FPL's industry leading costs which are 62% below average, yet attain 
service reliability 62% better than average. 

 Q: Can NEE Become a Market Leader in Battery Storage and Hydrogen? 
Yes. We believe NEE's comparative advantages in the wind business that were born from early 
adoption of data for weather; resourcing; and location are being currently exploited in solar and are 
transferring into significant growth opportunities in battery storage, and longer term growth 
opportunities in hydrogen fuel.  

UBS VIEW NEE is the best in class regulated utility operator in the most constructive regulatory jurisdiction in 
North America and the success in the Gulf Power integration demonstrates the capability to apply the 
FPL operational model to acquired utilities. At NEER, we believe that the 20% renewable market share 
is levered to significant secular growth trends of electrification and de-carbonization of the grid, as well 
as de-methanization of the fossil fuel stream. 

EVIDENCE 
 

Our State of the Grid analysis calls for 164GWs of wind and solar to be deployed in the US by 2030. At 
NEER's 20% market share they would capture 33GWs (+138%). Further growth would come from 
battery storage of which there is already 2.2GWs in backlog. Hydrogen could spur continued growth 
beyond 2030. NEE has a $50mln R&D pilot project. 

WHAT'S PRICED IN? On our SOTP valuation either NEER is being fairly valued and the utility assets are undervalued by 25%, 
or the utility assets are being fairly valued, and the market is undervaluing NEER by 20%. 

RELATED RESEARCH CEO Fireside Chat with Jim Robo (Replay Dial In: 888-286-8010; Passcode: 10908656). CFO Fireside 
Chat with Rebecca Kujawa (Link). Increased Guidance; 4 for 1 Stock Split, 9/14/2020. Updating the 
State of the Grid, 03/25/2020. 

UPSIDE / DOWNSIDE 
SPECTRUM 

 

 
Value drivers 2022E EPS NEER Valuation ESG Premium 

$333 Upside $11.00 21.1x EBITDA 15% 
$312 Base Case $10.55 39.4x P/E 5% 
$250 Downside $10.20 1.6x PEG Ratio 0% 
Source: UBS      

 

UPCOMING CATALYSTS Stock Split (4 for 1) in October. Third Quarter earnings reporting in mid to late October, US Presidential 
and Congressional elections on Tuesday November 3. Filing of Florida general rate case in 2021.  
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NVIDIA Corp (NVDA) Buy ($625 Price Target) 

Timothy Arcuri, timothy.arcuri@ubs.com, +1-415-352-5676
 

  

UBS Research THESIS MAP  a guide to our thinking  

PIVOTAL QUESTIONS Q: Is Nvidia’s competitive moat sustainable? 
Yes. The company is many years ahead of peers in hardware/software integration and is using these 
capabilities to bring significant performance gains to both gaming and data center with its new 
Ampere product family. The acquisition of MLNX allows NVDA to further scale its accelerated 
computing solutions and the acquisition of ARM, if approved, allows for NVDA to more broadly and 
immediately monetize its IP. 

 Q: Gaming – will the strength continue in a post pandemic world? 
Yes. The pandemic has certainly brought a tailwind to gaming and while we don’t expect gaming to 
grow 30% Y/Y for the foreseeable future we do believe the strength will continue to approach $10B 
in annual revs in a few years (currently ~$7B). The PC has become a larger platform for gaming and 
console gaming has also been healthy going into the holiday season. 

UBS VIEW Gaming is driving most of the upside and continues to be supported by a virtual cycle of new 
technology and content. Core NVDA data center (DC) is growing modestly (6-7% Q/Q, in-line) even as 
it rides an Ampere product cycle that carries MUCH higher ASPs given its value proposition. Even 
though some possible digestion from hyperscalers and additional actions beyond Huawei must be 
considered (UBSe ~20-25% of core NVDA DC is China hyperscalers), the scale in which NVDA is 
playing is simply dramatically larger than in years past (data center vs server). In addition, MLNX & ARM 
acquisitions provide strength to NVDA's product cycle roadmap which we believe is still far and away 
the most powerful product cycle in semis. 

EVIDENCE 
 

Our proprietary bottom up models of the gaming and data center segments give us conviction in our 
operational forecasts. Our views on how MLNX is assisting to transform the Data Center are also 
supported by channel checks and UBS hosted expert calls. While the ARM acquisition was just recently 
announced we will be learning more about how this will enable NVDA to expand the TAM and remain 
a market leader. 

WHAT'S PRICED IN? The UBS What's Priced In tool attributes approximately 89pct of NVDA's stock price to capitalized long 
term earnings growth. 

RELATED RESEARCH Addressing An Unsustainable Gap Between AI Compute Demand and Supply 

UPSIDE / DOWNSIDE 
SPECTRUM 

 

 

UPCOMING CATALYSTS  
 
 

NVDA Earnings (Nov 2020), UBS TMT Conference (12/07/20 to 12/10/20), Closing of ARM acquisition 
(NVDA estimates March 2022)  
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$679  Upside  $        19,565  $        21,499  $          8,171  $               8,770  $            9,194  $           10,725 67.2% 68.0%  $               13.58 50x
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Polaris Inc (PII) Buy ($117 Price Target) 

Robin Farley, robin.farley@ubs.com, +1-212-713-2060   

 
UBS Research THESIS MAP  a guide to our thinking  

PIVOTAL QUESTIONS Q: Is there further upside to back half revenue guidance? 
Our current 2020 estimates call for +3% YOY growth with H2'20 up +15-17% YOY vs current 
guidance for FY'20 flat to down -2% and implied H2'20 guidance of +7-9%. Strong retail trends 
continued in July, though not at 50-60% levels and we believe trends have remained at elevated levels 
in August/September. PII guiding to retail up low single digit % for the year, which they say includes a 
flat 2H retail expectation even though July already exceeding that. They expect Q3 retail positive to 
some degree and then Q4 negative, just given the volatility of sales and that some retail may have 
been pulled forward. PII expects it may take till start of Q4 to replenish dealer inventory for motorcycle 
and rest of year to replenish ORV inventory. Given current retail trends and low inventory, we believe 
FY'20 revenue guidance of flat to -2% will prove to be conservative as was the case with their 
previous guidance -13-17% given after Q1. 

 Q: Can PII still grow shipments in 2021-2022 despite tough retail comps in 2020? 
PII ended Q2 with North Am inventory down -47% YOY and will be working to replenish this through 
H2, though they still expect to end the year with inventory down YOY. So inventory replenishment will 
provide a tailwind to 2021 sales. We also expect retail demand will remain strong in 2021 as the 
industry as a whole has grown in 2020, with 75% of PII's ORV and motorcycle buyers in Q2 being 
new to Polaris and sales to millennials were up +100%. Additionally, potentially heavier usage of the 
vehicles this year could lead to more replacement purchases next year. 

UBS VIEW Our price target of $117 is based on the PV of upper end of ~15-16x '22E EPS in line with PII's 
historical 3- and 5-year average valuation multiple. We are discounting at 15% annually. We expect 
+3% revenue growth in 2020, above guide of flat to -2%, while we expect 2021 sales up slightly and 
2022 up +6% YOY. 

EVIDENCE 
 

Our recent dealer checks (here and here) indicate dealers are still seeing strong demand in August and 
into September. Additionally, one dealer believes if new buyers are using vehicles enough, retail could 
be up next year as they look to replace their mostly entry level initial purchases. The same dealer said 
even if sales were flat YOY next year, he would need 5x his current inventory levels, so he would have 
to add 200 units to his floor, and he typically retails about 1,100-1,200 units, so that would be about 
18% of typical retail.  

WHAT'S PRICED IN? Consensus for 2020 sales is in line with the company's current guidance at roughly flat to down 
slightly. After Q1, PII guided to FY'20 revenues down -13-17% despite retail remaining strong through 
April at the time. The company then raised guidance to flat to down -2% after Q2. We expect another 
upwards guidance revision after Q3 with retail remaining strong through the quarter. Additionally, 
there could be upside to our flattish margin estimate, given less promotional activity as inventory 
remains scarce. 

RELATED RESEARCH We See Upside to Back Half Guidance 

UPSIDE / DOWNSIDE 
SPECTRUM 

 
Value drivers  2022E Gross 

Profit Margin 
2022 Revenue 

Growth 
P/E Multiple 

$136 upside 25.6% +10% ~17x 
$117 target 25.1% +6% ~16x 
$66 downside 23.0% -10% ~14x 
Source: UBS      

 

UPCOMING CATALYSTS  
 

Continued delays in the full reopening of the US Economy should continue to be a catalyst for PII 
demand as consumers have more disposable time and outdoor vehicles provide a socially distanced 
activity. We also see potential margin upside if PII can get more tariff exclusions. Tariff exclusions timed 
out in July and August, but PII is still applying for refunds for tariffs beyond that.  
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Quanta Services (PWR) Buy ($61 Price Target) 

Steven Fisher, steven.fisher@ubs.com, +1-212-713-8634   

 
UBS Research THESIS MAP  a guide to our thinking  

PIVOTAL QUESTIONS Q: Can PWR grow both the electric and pipeline segments? 
We expect PWR to grow both the electric and pipeline segments in 2021. We think the electric 
segment will be driven by steady growth in electric transmission and distribution small project work, a 
pick-up in fire hardening spending after a relative lull in 2020, and accelerating growth in telecom as 
5G ramps up. We expect electric segment profit growth of 10% in 2021, and pipeline segment profit 
to grow 7% in 2021 as the business sees the benefits of recovering oil prices and the comparison to 
virus related shutdowns. We also expect Quanta's contract in Puerto Rico as part of the LUMA JV to 
drive EPS growth in 2021.  

 Q: Can PWR deliver more consistent cash flow? 
We think PWR's cash flow should be relatively more steady over the next few years as compared to 
the last several, as PWR has fewer swings from large pipeline projects. The business model, which is 
now more electric and gas utility focused, and driven by steadier project activity including more 
maintenance work and small projects, should have less volatile working capital swings. We also expect 
fewer operational disruptions to cash flow. We expect PWR to generate ~$800m of cash in 2020, and 
~$400m of cash in 2021. 

UBS VIEW We expect Quanta to resume growth in 2021 after 2020's growth is challenged by the COVID-19 
shutdowns and the impact of lower oil prices. For 2021, we think PWR can grow overall revenues by 
6% and EPS by 22% while generating ~$400m of cash (~75% of net income).  

EVIDENCE 
 

PWR's electric backlog has grown 14% YoY on average over the last 14 quarters. Several utilities, 
including Sempra and PG&E, have announced plans for growth in system fire-hardening activity over 
the next several years, and utility capex is rather resilient during downturns; in 2009, capex by 6 of the 
largest utilities grew 7.5%, declined 2.5% in 2010, and grew another 10% in 2011. UBS Utilities 
analysts are forecasting total utilities' capex to be flat YoY in 2021, but we note that these forecasts 
are typically backwardated. For electric specifically, UBS analysts are projecting modest growth in 
maintenance, T&D, environmental, and grid-modernization capex. TC Energy (formerly TransCanada) is 
still planning to move forward on the Keystone XL pipeline. PWR's mix of large pipeline projects 
(typically working capital users) has declined to less than 5% of revenue, from 10+% over the past few 
years. 

WHAT'S PRICED IN? At 15x (PWR's 10-year average N12M P/E ratio), we calculate that investors are pricing in ~$3.25 in 
2021 EPS, vs our $4.10 estimate.  

RELATED RESEARCH Attractive business mix shift to Electric Power; Raising PT on expected multiple expansion 

UPSIDE / DOWNSIDE 
SPECTRUM 

 
Value drivers  Revenue growth Operating margin 

$79 upside 8.0% 7.5% 
$61 target 6.3% 6.7% 
$39 downside 0.4% 5.5% 
Source: UBS      

 

UPCOMING CATALYSTS  
 

Fire-hardening/grid-modernization/utility capex; Keystone XL pipeline 
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S&P Global (SPGI) Buy ($418 Price Target) 

Alex Kramm, CFA; alex.kramm@ubs.com, +1-212-713-4060   

 

UBS Research THESIS MAP  a guide to our thinking  

PIVOTAL QUESTIONS Q: Can Chinese ratings drive revenue upside in the next five years? 
Yes. UBS Evidence Lab data indicates that a significant number of Chinese companies will seek a 
rating from an international agency within the next two years, which we think will drive upside to 
Ratings revenue growth sooner than the 3-5 year consensus expectation. 

 Q: Can debt issuance continue to support healthy top-line growth? 
Yes. While issuance growth will likely be challenged in 2H20, we expect the combination of low rates, 
corporate debt refinancing needs, the Fed programs, and pricing power to provide support. We expect 
Ratings to grow 7.0% in 2020 and 6.0% in 2021. 

 Q: Can SPGI's non-Ratings segments drive attractive growth?? 
We see mid- to high-single digits in the medium term. We expect solid growth in Indices as well as 
consistency in Market Intelligence and Platts, though the latter may be pressured in 2021. 

UBS VIEW We upgraded SPGI to Buy from Neutral in May 2019 on the back of UBS Evidence Lab data that 
suggested upside from new Chinese opportunities will materialize much sooner than the three-to-five 
years the market is currently pricing in. While issuance has been robust YTD, and growth will likely be 
challenged in 2H20, we expect the combination of low rates, corporate debt refinancing needs, and 
Fed programs to provide support. Non-Ratings segments should also see mid-single-digit growth. 
While uncertainty remains, we are constructive on the stock as we think SPGI's diversified business 
could weather near-term challenges, and upside opportunities (China/ESG) provide optionality. 

EVIDENCE 
 

SPGI's diversified business mix has supported a ~7% CAGR since 2005, demonstrating the resiliency of 
model through various economic conditions. Looking to the China Ratings opportunity, over 90% of 
respondents in the latest UBS Evidence Lab survey of Chinese corporates indicated that they plan to 
seek a rating from an international rating agency within the next two years. With SPGI being the first 
international agency to receive approval by Chinese regulators to rate domestic Chinese debt, this 
provides a large runway for further growth. 

WHAT'S PRICED IN? While shares are up 29% YTD, we believe investors will continue to appreciate the diversified business 
model, which should prove to be more resilient than feared amid the current economic backdrop. 
Furthermore, we continue to believe that the China Ratings opportunity will play out sooner than the 
3-5 years expected by the market. 

RELATED RESEARCH Meeting Takeaways - Algorithm in Place for Attractive Growth to Continue 
Meeting Takeaways - Focus on New Initiatives as Resilient ... 
UBS Evidence Lab inside: China Upside Within Reach; … 

UPSIDE / DOWNSIDE 
SPECTRUM 

 
Value drivers 
(FY21E) 

Ratings Growth Other Revenue 
Growth 

Ratings Op. 
Margin 

Company Op. 
Margin 

Buybacks 

$521 upside 13.0% 12.5% 64.5% 56.0% $1.80bn 
$418 base 6.0% 6.1% 62.5% 53.8% $1.68bn 
$231 downside -7.0% 0.0% 56.5% 50.0% $1.00bn 
Source: UBS      

 

UPCOMING CATALYSTS  
 

3Q20 Earnings; Issuance trends (please let us know if you would like to receive our weekly tracker) 
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https://neo.ubs.com/shared/d236BaEKxt
https://neo.ubs.com/shared/d21l4zHYKS6cc
https://neo.ubs.com/shared/d2wGwCKNPOM
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ServiceNow (NOW) Buy ($511 Price Target) 

Jennifer Lowe, jennifer.lowe@ubs.com, +1-415-352-4694
 

  

UBS Research THESIS MAP  a guide to our thinking  

PIVOTAL QUESTIONS Q: Can ServiceNow achieve $10B of revenue by 2025? 
Yes. ServiceNow is successfully evolving into a multi-product company which we think sustains a 
Salesforce-like revenue growth curve and puts the company on track to exceed $10B of revenue in 
2025. The current pandemic is further accelerating customers' digital transformation plans, creating 
additional favorable growth tailwinds for ServiceNow. 

 Q: Can ServiceNow continue to optimize for both profits and growth? 
Yes, we still expect ServiceNow to maintain one of the best revenue growth + FCF margin profiles in 
software, as stepped-up investments back into the business ultimately translate to better growth. We 
expect modest FCF margin expansion, reaching 33% FCF margin by CY26 vs. 28% today. 

UBS VIEW ServiceNow's focus on broad adoption within large enterprise customers positions the company to 
deliver both strong revenue growth through continued upsell and new logo adds, and sustain high 
sales efficiency and gradual free cash flow margin gains. The market values software stocks on a 
combination of growth and profits, and ServiceNow leads on both fronts, yet this combo looks 
underpriced, as the current 15.8x EV/CY21E sales multiple lags the 18.1x implied by our EV/Sales vs. 
rev. growth regression valuation model. 

EVIDENCE 
 

Our analysis of NOW's customer base and product portfolio supports a part to $10B of revenue in 
2025, while UBS Evidence Lab data highlights both single-digit percentage but real ServiceNow use in 
HR IT, and the opportunity to grow brand awareness in key Asian markets. Our benchmarking analysis 
highlights ServiceNow's superior free cash flow profile versus leading SaaS peers, while our FL-CAC 
analysis shows that leverage is feasible as the company continues to generate high and stable returns 
on growth investments. 

WHAT'S PRICED IN? We think investors are generally bullish on the near-term growth prospects for ServiceNow, but the 
stock still underprices the opportunity to sustain 25-30% FCF growth for the next 5 years if not longer. 
We expect shares to hold current multiple levels and work higher on growth in company 
fundamentals. 

RELATED RESEARCH Digital Transformation Leadership Drives Upside In Challenging Macro 
Breaking Away From the Pack to Trace the Salesforce Growth Curve 

UPSIDE / DOWNSIDE 
SPECTRUM 

 
Value drivers (CY'21) CY21E Sales CY21E Sales Growth CY21E EV/Sales Multiple 

$744 upside $5.52B 28% 26.1x 

$511 target $5.45B 25% 18.1x 

$215 downside $5.22B1 21% 7.7x 

Source: UBS      
 

UPCOMING CATALYSTS  Q3 Earnings.  

  

mailto:jennifer.lowe@ubs.com
https://neo.ubs.com/shared/d2uVnFKGgE3
https://neo.ubs.com/shared/d2UBhLGTSN5XYeU
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Teleflex (TFX) Buy ($450 Price Target) 

Matt Taylor, matthew-c.taylor@ubs.com, +1-212-713-6257
 

  

UBS Research THESIS MAP  a guide to our thinking  

PIVOTAL QUESTIONS Q: Can TFX return to and maintain a HSD organic growth rate longer-term?  
Yes. We model 14% xfx growth in 2021 (reflects easy comp due to COVID-19) and 9% in 2022(~7% 
comp adjusted) in our base case; our estimates are 200 bps above consensus in 2021 and ~150bps 
above in 2022. We note 2Q growth excluding COVID impact was ~8%. We think upside could come 
from a faster return to normalization in procedural volumes, more consistent base business growth 
and the pipeline, including Urolift 2, UL geographic expansion, Manta, and EZPlaz. 

 Q: Can TFX Achieve its Long Term Margin Guidance? 
Yes, but it could be pushed out a year; LT we think margins can go significantly higher. TFX originally 
guided to 2021 GMs of 60-61% and OMs of 30-31%. During its F2Q call, management noted that 
due to COVID-19 related disruptions timing on achieving long term margin guidance is now uncertain. 
TFX makes a credible case that its long term margin goals are the right ones and still achievable. 
Footprint consolidation and continuous improvement programs, drivers of margin expansion, remain 
on track. Additionally, positive margin mix drivers like Urolift and Interventional Access are key 
components; these should recover well and add natural lift to the GM line.  

UBS VIEW We have a Buy rating on TFX given its leverage to necessary procedures and also elective ones like 
Urolift for enlarged prostate that should return quickly given it is a combination of a) good therapy; 
b) an outpatient procedure, c) can be done quickly, and d) has good reimbursement. We see TFX as a 
good procedural recovery play. Looking ahead, key value drivers include Urolift, Interventional Access, 
Manta, EZ Plas, and growth in Asia.  

EVIDENCE 
 

Physician checks on Urolift have been bullish and gives us confidence in a long runway for the product; 
we think the Street is missing upside that could come from OUS expansion and a replacement cycle. 
Feedback on Manta has also been positive and gives TFX another near term high growth/margin driver.  

WHAT'S PRICED IN? The stock is down 9% YTD vs. the IHI Medical Devices Index +11.5%. TFX has leverage to both 
necessary and elective procedures like UL, which we believe will recover quickly. We see room for 
multiple expansion as top-line growth accelerates as UL procedures return. 

RELATED RESEARCH Executing Despite COVID-19; LRP Targets Still the Right Ones; Urolift Recovering Strongly; 2Q Beat; UL 
Grew in July; Underlying Momentum; No 2020 Guidance; UL Greenshoots; China Near Pre-COVID 
Levels; Continued Respiratory, Vascular Demand; Growth Expected in the Right Places; LRP Targets Still 
'The Right Ones'  
 

UPSIDE / DOWNSIDE 
SPECTRUM 

 

 

 

UPCOMING CATALYSTS  Earnings 

$470 upside

$450 base

$295 downside

Source: UBS Research

Value drivers
Avg. Rev. Growth 2020-

2021E

EBIT Expansion p.a. 

2020-2021E

Avg. EPS Growth 

2020-2021E
2020E NeoTract 

Sales

 

7.9% 1.59% 17.5% $302

6.6% 1.09% 13.6% $299

5.6% 0.59% 10.3% $296

mailto:matthew-c.taylor@ubs.com
https://neo.ubs.com/shared/d2x4wg2o0w
https://neo.ubs.com/shared/d26ezHXWnR5RIcZ
https://neo.ubs.com/shared/d26ezHXWnR5RIcZ
https://neo.ubs.com/shared/d2Dz1tXW3NKjDCm
https://neo.ubs.com/shared/d2Dz1tXW3NKjDCm
https://neo.ubs.com/shared/d29y0Db23my
https://neo.ubs.com/shared/d29y0Db23my
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The Hartford (HIG) Buy ($64 Price Target) 

Brian Meredith, brian.meredith@ubs.com, +1-212-713-2492
 

  

UBS Research THESIS MAP  a guide to our thinking  

PIVOTAL QUESTIONS Q: How much will HIG's Commercial margins benefit from the "hard" pricing environment? 
We forecast HIG's Commercial underlying combined ratio x/ COVID-19 losses will improve by 140bps 
in 2021 to 91.5% with 50 bps coming from loss ratio improvement and the remainder from its 
expense savings program. While the competitive workers' compensation insurance market will be a 
headwind to margin expansion, the "hard" pricing environment in HIG's other commercial lines 
business will more than offset it. Moreover, it appears that workers compensation insurance pricing is 
approaching a bottom, which could lessen the impact and provide additional upside to margins.  

 Q: How exposed is HIG to COVID-19 losses? 
We estimate that HIG will incur $600mm of COVID-19 related losses in total with $259mm still to be 
booked; a manageable earnings event. Yet to be reserved COVID-19 losses will largely come from 
workers' compensation, group disability, and second order exposure in areas like surety, general 
liability, and professional liability. We believe the company's insured losses from the business 
interruption part of property insurance are largely reserved for and we do not see significant additional 
exposure. Most of HIG's property policies have virus/pandemic exclusions or require physical damage 
to the insured property. In the U.S., court cases to date have largely ruled in favor of the insurers' 
arguments that COVID-19 does not constitute physical damage to a property. 

UBS VIEW We believe HIG is a meaningful beneficiary of the "hard" commercial lines pricing environment which 
could drive better than expected underwriting margin expansion. Moreover, while HIG's significant 
exposure to works comp insurance is a headwind to margin expansion, as workers comp insurance 
pricing improves, the headwind could dissipate quicker than expected. We also believe the stock's 
significant discount to peers is due in part to concern over exposure to business interruption (BI) claims. 
As we continue to get more clarity on BI and court decisions go in favor of the P&C industry, we would 
expect the overhang to diminish and the shares re-rate higher, closer to peers. 

EVIDENCE 
 

In 2Q20, HIG's Standard Commercial renewal written price increases were 3.6%. Middle market 
commercial price increases were +7.0% (+9.3% x/ workers comp). 

WHAT'S PRICED IN? HIG's shares currently trade at a substantial discount to peers (CB, TRV) given investor concerns over its 
exposure to business interruption claims and its higher than average exposure to workers 
compensation insurance where pricing is more competitive. 

RELATED RESEARCH 2Q20: New cost savings plan 
Takeaways from Virtual Insurance Conferencehttps://neo.ubs.com/shared/d2oOX3cMQROb5 

UPSIDE / DOWNSIDE 
SPECTRUM 

 
Value drivers 
(CY'21) 

2021E EPS 2021E P&C 
Combined Ratio 

2021E Benefits 
Core Earnings 

2021E Core 
ROE x/ AOCI 

   

$75 upside $5.71 94.2% 127 12.0%    
$64 target $5.45 94.9% 115 11.4%    
$33 downside $4.03 98.9% 35 8.5%    
Source: UBS          

 

UPCOMING CATALYSTS  
 

3Q20 Earnings  

  

+101%

+72%

-11%
30.0
35.0
40.0
45.0
50.0
55.0
60.0
65.0
70.0
75.0
80.0

2018 2019 2020

Upside:

Base:

Downside:

75.00  =

64.00  =

33.00  =

1.4x

1.2x

0.7x

52.16  x

51.90  x

50.47  x

US$37.25HIG.N Price

18 Sep

+12 mo.

P/BV 
Implied

BVPS 
12/21E

Upside to Downside

9 to 1

mailto:brian.meredith@ubs.com
https://neo.ubs.com/shared/d25Dmrid0vZ
https://neo.ubs.com/shared/d2B67wmei3cvCWX
https://neo.ubs.com/shared/d2B67wmei3cvCWX
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Financial Snapshots 

 

 
 

 

  

Amazon.com (AMZN US) Rating: Buy (CBE) Price target/current (USD): 4000 / 2960.47 United States
Internet Services http://www.amazon.com

P&L (USD m) 12/19 12/20E 12/21E 12/22E 12/23E Bal Sheet (USD m) 12/19 12/20E 12/21E 12/22E 12/23E Amazon.com (AMZN US) vs S & P 500

Revenues 280,522 371,406 443,991 525,329 617,285 Net tangible fixed assets 72,705 87,513 93,550 100,633 108,752

EBITDA 43,394 53,394 70,991 83,757 98,560 Goodwill 14,754 14,751 14,751 14,751 14,751

EBIT 21,605 27,043 41,181 52,048 64,641 Other intangible assets 0 0 0 0 0

Profit before tax 13,975 16,322 28,786 38,235 49,293 Net working capital (46,499) (61,891) (79,349) (100,417) (125,682)
Net income (stated) 11,588 13,201 24,386 32,588 42,196 Other fixed assets 41,455 45,463 44,015 42,301 40,288

Provisions 0 0 0 0 0
Margins 12/19 12/20E 12/21E 12/22E 12/23E Total IC 30,453 67,166 52,347 34,723 13,474

EBITDA margin 15.5% 14.4% 16.0% 15.9% 16.0% Investments 0 0 0 0 0

EBIT margin 7.7% 7.3% 9.3% 9.9% 10.5% Net cash /(debt) 31,607 57,432 105,078 165,396 241,115

EBIT ROIC 76.8% 55.4% 68.9% 119.6% 268.2% Others 0 0 0 0 0

Net RoE 21.9% 14.1% 17.3% 18.2% 18.6% Minority interest 0 0 0 0 0
Interest cover (EBIT) 24.7x - - - - Shareholders equity 62,060 124,599 157,426 200,119 254,589

Dividend cover (EPS) - - - - -

Productivity 12/19 12/20E 12/21E 12/22E 12/23E

CF (USD m) 12/19 12/20E 12/21E 12/22E 12/23E Depreciation % of sales 7.8% 7.1% 6.7% 6.0% 5.5%

EBIT 21,605 27,043 41,181 52,048 64,641 Capex % of sales 4.7% 5.6% 5.3% 5.2% 5.0%

Depr./amortisation 21,789 26,351 29,809 31,709 33,919 Revenues to IC 10.0 x 7.6 x 7.4 x 12.1 x 25.6 x
Net change in WC (2,439) 7,004 17,458 21,068 25,265 Net debt / total equity -50.9% -46.1% -66.7% -82.6% -94.7% Performance (%) 3m YTD 12m 3yr

Other (operating) 7,577 10,439 11,409 13,340 15,547 TNet debt / EBITDA -0.7x -1.1x -1.5x -2.0x -2.4x Absolute performance 7.1% 60.2% 65.0% 210.0%

Operating CF 48,532 70,837 99,858 118,165 139,372 GOODBS Relative to local index 2.2% 57.8% 50.5% 136%
Net interest (767) (1,094) (986) (472) 199 OPer Share (USD) 12/19 12/20E 12/21E 12/22E 12/23E Relative to UBS sector - - - -

Capex (13,259) (20,851) (23,681) (27,186) (30,966) NEPS (UBS adjusted) 23.47 26.40 48.39 64.13 82.29

Tax paid 0 0 0 0 0 OCash EPS 67.60 79.11 107.55 126.53 148.43

Dividends paid 0 0 0 0 0 PNet DPS 0.00 0.00 0.00 0.00 0.00
Net (acqu.)/disposals (2,461) (209) 0 0 0 BVPS (stated) 122.89 248.25 311.14 392.09 494.20

Change in equity 0 0 0 0 0 IIA
Other items (18,193) (22,858) (27,544) (30,190) (32,885) CValuation* 12/19 12/20E 12/21E 12/22E 12/23E

(Incr.)/decr. net debt 13,852 25,825 47,646 60,317 75,720 Market C (USD m) 933,159 1,506,879 1,506,879 1,506,879 1,506,879

MEV (EV, avg.) 901,552 2,184,690 2,184,690 2,184,690 2,184,690
Momentum 12/19 12/20E 12/21E 12/22E 12/23E NEV/Sales (core) 3.1 x 5.9 x 4.9 x 4.2 x 3.5 x

Sales growth 20.5% 32.4% 19.5% 18.3% 17.5% EV/EBITDA (core) 20.0 x 40.9 x 30.8 x 26.1 x 22.2 x

EBITDA growth 29.6% 23.0% 33.0% 18.0% 17.7% EV/EBIT (core) 40.2 x 80.8 x 53.1 x 42.0 x 33.8 x
EBIT growth 19.1% 25.2% 52.3% 26.4% 24.2% EV/OpFCF 28.8 x 67.1 x 46.2 x 38.6 x 32.3 x

Cash EPS 29.5% 17.0% 36.0% 17.6% 17.3% P/E 76.2 x 112.1 x 61.2 x 46.2 x 36.0 x Eric Sheridan - Analyst

EPS (UBS) 13.5% 12.5% 83.3% 32.5% 28.3% Dividend yield (net) 0.0% 0.0% 0.0% 0.0% 0.0% +1-212-713 9310
DPS (net) - - - - - P/BV (average) 14.6x 11.9x 9.5x 7.6x 6.0x eric.sheridan@ubs.com

Amazon is the world's largest online retailer. The company 
operates as both a direct seller of goods and as a platform 
for third-party sellers to distribute their products, including 
its Fulfillment by Amazon services. To support this 
operation, Amazon has built a global network of fulfillment 
centers. In addition to its core retail business, Amazon also 
provides IT infrastructure services to business customers 
through Amazon Web Services (AWS).
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Concho Resources Inc (CXO US) Rating: Buy (CBE) Price target/current (USD): 99 / 46.25 United States
Oil Companies, Secondary http://www.conchoresources.com/

P&L (USD m) 12/19 12/20E 12/21E 12/22E 12/23E Cash Flow (USD m) 12/19 12/20E 12/21E 12/22E 12/23E Concho Resources Inc (CXO US) vs S & P 500

Total revenues 4,592 3,374 3,580 4,050 4,423 Net Income (705) (9,258) 762 1,076 1,261

EBITDA 3,082 2,795 2,481 2,903 3,230 DD&A 1,964 1,386 1,199 1,212 1,272

Op. Profit (adj.) 832 (1,451) 1,128 1,531 1,785 Exploration Expense 201 2,768 65 72 81

PBT (pre-ex) 0 0 0 0 0 Change in NWC 0 0 0 0 0
Net Income (pre-ex) 0 0 0 0 0 Net cashflow from ops 2,997 2,702 2,393 2,814 3,137

Sources NA NA NA NA NA
Capex (3,186) (1,600) (1,450) (1,600) (1,800)

Bal Sheet (USD m) 12/19 12/20E 12/21E 12/22E 12/23E Dividends 0 0 0 NA NA

Accounts Receivable NA NA NA NA NA Shares purchase NA NA NA NA NA

Inventory NA NA NA NA NA Applications NA NA NA NA NA

Net Cash -3955 -3357 -3357 -3357 -3357 Cash surplus/(deficit) NA NA NA NA NA
Total Current Assets NA NA NA NA NA FX/Other NA NA NA NA NA

Total Current Liabilities NA NA NA NA NA Decrease in net debt 0 0 0 0 0

Net Working Capital -127 514 1222 2091 3031

Total Operating Capital 21622 11916 12809 13995 15383

Total Equity 15854 8273 8963 9967 11159

Minority Interests 0 0 0 0 0 Per Share (USD) 12/19 12/20E 12/21E 12/22E 12/23E

Shareholders Equity 15854 8273 8963 9967 11159 EPS (Basic) -3.5 -47.2 3.8 5.4 6.2 Performance (%) 3m YTD 12m 3yr
TEPS (fully diluted) -3.5 -47.2 3.8 5.4 6.2 Absolute performance -15.6% -47.2% -36.8% -63.6%

GEPS (pre-ex) 3.1 4.2 3.8 5.4 6.2 Relative to local index -19.4% -48.0% -42.4% -72%
Ratios 12/19 12/20E 12/21E 12/22E 12/23E ODPS 0.5 0.8 0.8 0.8 0.8 Relative to UBS sector 4.3% 6.6% 26.2% -23%

Interest Cover -832.0 x 1451.5 x -1128.4 x -1530.9 x -1784.6 x NBVPS 78.9 42.1 45.6 50.7 56.7

Pre-ex Dividend Cover 6.1 x 5.2 x 4.8 x 6.7 x 7.8 x OScrip Factor 1.0 1.0 1.0 1.0 1.0

Dividend Cover NA NA NA NA NA PROVBL
Net Debt/Cash Flow 1.3 x 1.2 x 1.4 x 1.2 x 1.1 x

Debt to Equity -24.9 x -40.6 x -37.5 x -33.7 x -30.1 x IIA
Debt to Capital NA NA NA NA NA CValuation* 12/19 12/20E 12/21E 12/22E 12/23E

Market C (USD m) 17,604 9,097 9,097 9,097 9,097

MP/BV 1.2 x 1.1 x 1.0 x 0.9 x 0.8 x
Momentum 12/19 12/20E 12/21E 12/22E 12/23E NP/E (reported) -26.3 x -1.0 x 12.1 x 8.6 x 7.4 x

Revenue growth NA -26.5% 6.1% 13.1% 9.2% P/E (UBS adjusted) 30.4 x 11.1 x 12.1 x 8.6 x 7.4 x

EBITDA growth 9.1% -9.3% -11.3% 17.0% 11.3% Dividend yield (% net) 0.5 1.7 1.7 1.7 1.7
Op. Profit growth -30.6% -274.5% 177.7% 35.7% 16.6% Market cap./Revenues NA NA NA NA NA

Net Income growth NA NA NA NA NA Lloyd Byrne - Analyst

EPS (UBS) growth -33.5% 35.8% -8.1% 39.9% 16.1% +1-212-713 9701
DPS (net) growth NA 60.2% -0.5% 0.0% 0.0% lloyd.byrne@ubs.com

Concho Resources Inc. is an independent exploration and 
production company headquartered in Midland, Texas. The 
company's asset are in the Permian basin, spanning the 
Midland and Delaware basins.
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Constellation Brands Inc (STZ US) Rating: Buy Price target/current (USD): 208 / 185.06 United States
Distillers & Brewers http://www.cbrands.com

P&L (USD m) 02/20 02/21E 02/22E 02/23E 02/24E Bal Sheet (USD m) 02/20 02/21E 02/22E 02/23E 02/24E Constellation Brands Inc (STZ US) vs S & P 500

Revenues 8,344 7,797 8,140 8,690 9,262 Net tangible fixed assets 5,333 4,545 4,545 4,545 4,545

EBITDA 3,059 3,076 3,374 3,671 3,945 Goodwill 10,476 9,778 9,618 9,578 9,578

EBIT 2,732 2,742 2,967 3,236 3,482 Other intangible assets 0 0 0 0 0

Profit before tax 2,115 2,243 2,558 2,880 3,152 Net working capital 2,065 1,935 1,689 1,749 1,837
Net income (stated) 1,778 1,801 2,054 2,274 2,491 Other fixed assets 8,030 7,224 7,543 8,240 8,782

Provisions 0 0 0 0 0
Margins 02/20 02/21E 02/22E 02/23E 02/24E Total IC 24,578 22,101 22,015 22,731 23,362

EBITDA margin 36.7% 39.4% 41.5% 42.2% 42.6% Investments 0 0 0 0 0

EBIT margin 32.7% 35.2% 36.5% 37.2% 37.6% Net cash /(debt) (12,102) (10,324) (10,091) (10,511) (10,147)

EBIT ROIC 10.7% 11.7% 13.5% 14.5% 15.1% Others 0 0 0 0 0

Net RoE 14.0% 14.8% 17.3% 18.8% 19.6% Minority interest 0 0 0 0 0
Interest cover (EBIT) 6.4x - - - - Shareholders equity 12,475 11,777 11,924 12,220 13,215

Dividend cover (EPS) 3.5x - - - -

Productivity 02/20 02/21E 02/22E 02/23E 02/24E

CF (USD m) 02/20 02/21E 02/22E 02/23E 02/24E Depreciation % of sales 3.9% 4.3% 5.0% 5.0% 5.0%

EBIT 2,732 2,742 2,967 3,236 3,482 Capex % of sales 8.7% 5.6% 5.0% 5.0% 5.0%

Depr./amortisation 327 334 407 435 463 Revenues to IC 0.3 x 0.3 x 0.4 x 0.4 x 0.4 x
Net change in WC (85) 47 246 (60) (89) Net debt / total equity 97.0% 87.7% 84.6% 86.0% 76.8% Performance (%) 3m YTD 12m 3yr

Other (operating) 532 72 (320) (697) (542) TNet debt / EBITDA 4.0x 3.4x 3.0x 2.9x 2.6x Absolute performance 2.5% -2.5% -9.8% -8.3%

Operating CF 3,506 3,195 3,300 2,915 3,314 GOODBS Relative to local index -2.1% -4.0% -17.7% -30%
Net interest (429) (394) (332) (330) (330) OPer Share (USD) 02/20 02/21E 02/22E 02/23E 02/24E Relative to UBS sector -7.8% -6.8% -12.4% -7%

Capex (727) (436) (407) (435) (463) NEPS (UBS adjusted) 10.57 10.68 12.53 14.41 16.28

Tax paid (304) (413) (473) 0 0 OCash EPS 12.51 12.66 15.01 17.16 19.31

Dividends paid (569) (522) (516) (522) (531) PNet DPS 3.00 3.00 3.15 3.31 3.47
Net (acqu.)/disposals 196 1,070 160 40 0 BVPS (stated) 74.18 69.89 72.73 77.42 86.38

Change in equity (50) (571) (1,369) (1,433) (942) IIA
Other items (202) (152) (131) (655) (683) CValuation* 02/20 02/21E 02/22E 02/23E 02/24E

(Incr.)/decr. net debt 1,421 1,778 233 (420) 364 Market C (USD m) NA 31,101 31,101 31,101 31,101

MEV (EV, avg.) 42,911 42,911 42,911 42,911 42,911
Momentum 02/20 02/21E 02/22E 02/23E 02/24E NEV/Sales (core) 5.3 x 5.5 x 5.3 x 4.9 x 4.6 x

Sales growth 2.8% -6.6% 4.4% 6.8% 6.6% EV/EBITDA (core) 14.4 x 14.0 x 12.7 x 11.7 x 10.9 x

EBITDA growth -0.1% 0.5% 9.7% 8.8% 7.5% EV/EBIT (core) 16.2 x 15.6 x 14.5 x 13.3 x 12.3 x
EBIT growth 4.4% 0.4% 8.2% 9.1% 7.6% EV/OpFCF 18.9 x 16.3 x 14.5 x 13.3 x 12.3 x

Cash EPS -5.2% 1.3% 18.6% 14.3% 12.5% P/E 18.2 x 17.3 x 14.8 x 12.8 x 11.4 x Sean King - Analyst

EPS (UBS) -0.2% 1.1% 17.3% 15.0% 13.0% Dividend yield (net) 1.6% 1.6% 1.7% 1.8% 1.9% +1-212-713 2329
DPS (net) 1.4% 0.0% 5.0% 5.0% 5.0% P/BV (average) 2.6x 2.6x 2.5x 2.4x 2.1x sean.king@ubs.com

Constellation is the third-largest producer/marketer of beer 
in the US and the world's leading premium wine company 
(complemented by select premium spirit brands), with a 
leading market position in the US beer segment that 
contributes ~60% of sales. Constellation's brand portfolio 
includes Corona Extra, Corona Light, Modelo Especial, 
Negra Modelo, Pacifico, Corona Premier, Corona Familiar, 
Ballast Point, Robert Mondavi, Kim Crawford, etc. 
Constellation owns a 35% stake in medicinal and 
recreational cannabis company Canopy Growth as of 2018.
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Deckers Outdoor Corp (DECK US) Rating: Buy (CBE) Price target/current (USD): 260 / 207.05 United States
Retailers, Apparel http://www.doverdowns.com/

P&L (USD m) 03/20 03/21E 03/22E 03/23E 03/24E Bal Sheet (USD m) 03/20 03/21E 03/22E 03/23E 03/24E Deckers Outdoor Corp (DECK US) vs S & P 500

Revenues 2,133 2,158 2,422 2,580 2,696 Net tangible fixed assets 209 198 201 210 221

EBITDA 377 372 456 499 530 Goodwill 62 62 62 62 62

EBIT 338 328 415 457 487 Other intangible assets 0 0 0 0 0

Profit before tax 341 328 428 465 494 Net working capital 244 276 298 306 319
Net income (stated) 276 257 337 367 391 Other fixed assets 300 304 341 363 379

Provisions 0 0 0 0 0
Margins 03/20 03/21E 03/22E 03/23E 03/24E Total IC 522 542 567 586 609

EBITDA margin 17.7% 17.2% 18.8% 19.3% 19.7% Investments 0 0 0 0 0

EBIT margin 15.9% 15.2% 17.1% 17.7% 18.0% Net cash /(debt) 619 855 917 993 1,071

EBIT ROIC 67.1% 61.7% 74.7% 79.3% 81.4% Others 0 0 0 0 0

Net RoE 25.3% 20.3% 23.4% 24.0% 24.0% Minority interest 0 0 0 0 0
Interest cover (EBIT) - - - - - Shareholders equity 1,140 1,397 1,484 1,579 1,681

Dividend cover (EPS) - - - - -

Productivity 03/20 03/21E 03/22E 03/23E 03/24E

CF (USD m) 03/20 03/21E 03/22E 03/23E 03/24E Depreciation % of sales 1.8% 2.0% 1.7% 1.6% 1.6%

EBIT 338 328 415 457 487 Capex % of sales 1.5% 1.5% 1.8% 2.0% 2.0%

Depr./amortisation 39 44 41 42 44 Revenues to IC 4.2 x 4.1 x 4.4 x 4.5 x 4.5 x
Net change in WC (47) (31) (22) (8) (13) Net debt / total equity -54.3% -61.2% -61.8% -62.9% -63.7% Performance (%) 3m YTD 12m 3yr

Other (operating) (0) (1) (0) (0) (0) TNet debt / EBITDA -1.6x -2.3x -2.0x -2.0x -2.0x Absolute performance 2.4% 22.6% 52.0% 225.9%

Operating CF 330 340 433 490 517 GOODBS Relative to local index -2.2% 20.7% 38.6% 149%
Net interest 2 (1) 12 6 6 OPer Share (USD) 03/20 03/21E 03/22E 03/23E 03/24E Relative to UBS sector -6.6% 56.7% 73.4% 236%

Capex (32) (33) (44) (52) (54) NEPS (UBS adjusted) 9.73 9.05 12.40 14.10 15.65

Tax paid (65) (71) (90) (97) (104) OCash EPS 11.10 10.59 13.92 15.70 17.41

Dividends paid 0 0 0 0 0 PNet DPS 0.00 0.00 0.00 0.00 0.00
Net (acqu.)/disposals 0 0 0 0 0 BVPS (stated) 40.75 49.22 54.56 60.61 67.31

Change in equity (192) 0 (250) (272) (290) IIA
Other items 16 2 1 1 2 CValuation* 03/20 03/21E 03/22E 03/23E 03/24E

(Incr.)/decr. net debt 60 236 62 76 78 Market C (USD m) NA 5,793 5,793 5,793 5,793

MEV (EV, avg.) 5,094 4,945 4,855 4,780 4,761
Momentum 03/20 03/21E 03/22E 03/23E 03/24E NEV/Sales (core) 1.9 x 2.3 x 2.0 x 1.9 x 1.8 x

Sales growth 5.6% 1.2% 12.2% 6.5% 4.5% EV/EBITDA (core) 10.5 x 13.6 x 10.8 x 9.7 x 9.0 x

EBITDA growth 1.4% -1.4% 22.6% 9.5% 6.3% EV/EBIT (core) 11.7 x 15.4 x 11.8 x 10.6 x 9.8 x
EBIT growth 3.4% -2.9% 26.3% 10.3% 6.4% EV/OpFCF 11.5 x 14.9 x 11.9 x 10.8 x 10.0 x

Cash EPS 6.5% -4.6% 31.5% 12.8% 10.9% P/E 16.3 x 22.9 x 16.7 x 14.7 x 13.2 x Jay Sole - Analyst

EPS (UBS) 9.2% -7.0% 37.0% 13.7% 11.0% Dividend yield (net) 0.0% 0.0% 0.0% 0.0% 0.0% +1-212-713 3559
DPS (net) - - - - - P/BV (average) 3.9x 4.2x 3.8x 3.4x 3.1x jay.sole@ubs.com

Deckers Outdoor Corp is a company engaged in designing, 
marketing and distribution of mainly footwear, as well as 
apparel and accessories for lifestyle and high-performance 
activities. The company distributes its products through the 
direct-to-consumer channel (including company-operated 
stores and eCommerce) and wholesale. Its offerings 
include brands such as UGG, HOKA, Koolaburra, Sanuk 
and Teva, among others.
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Electronic Arts (EA US) Rating: Buy (CBE) Price target/current (USD): 170 / 128.29 United States
Entertainment http://www.ea.com

P&L (USD m) 03/20 03/21E 03/22E 03/23E 03/24E Bal Sheet (USD m) 03/20 03/21E 03/22E 03/23E 03/24E Electronic Arts (EA US) vs S & P 500

Revenues 5,372 5,950 6,465 6,939 7,400 Net tangible fixed assets 449 436 443 458 478

EBITDA 1,977 2,050 2,293 2,514 2,738 Goodwill 1,885 1,889 1,889 1,889 1,889

EBIT 1,827 1,906 2,156 2,378 2,600 Other intangible assets 53 35 23 15 10

Profit before tax 1,508 1,097 1,702 1,987 2,226 Net working capital (1,882) (2,245) (2,366) (2,435) (2,446)
Net income (stated) 3,039 873 1,396 1,629 1,826 Other fixed assets 2,208 2,102 2,148 2,226 2,325

Provisions 0 0 0 0 0
Margins 03/20 03/21E 03/22E 03/23E 03/24E Total IC 1,726 1,166 1,042 1,036 1,121

EBITDA margin 36.8% 34.5% 35.5% 36.2% 37.0% Investments 0 0 0 0 0

EBIT margin 34.0% 32.0% 33.4% 34.3% 35.1% Net cash /(debt) 5,735 7,313 9,170 11,190 13,339

EBIT ROIC 226.7% 131.8% 195.3% 228.9% 241.1% Others 0 0 0 0 0

Net RoE 24.2% 19.4% 19.7% 18.3% 17.0% Minority interest 0 0 0 0 0
Interest cover (EBIT) - - - - - Shareholders equity 7,461 8,480 10,212 12,226 14,460

Dividend cover (EPS) - - - - -

Productivity 03/20 03/21E 03/22E 03/23E 03/24E

CF (USD m) 03/20 03/21E 03/22E 03/23E 03/24E Depreciation % of sales 2.8% 2.4% 2.1% 2.0% 1.9%

EBIT 1,827 1,906 2,156 2,378 2,600 Capex % of sales 2.6% 2.0% 2.0% 2.1% 2.1%

Depr./amortisation 150 144 137 136 138 Revenues to IC 6.7 x 4.1 x 5.9 x 6.7 x 6.9 x
Net change in WC (1,744) 386 74 (8) (89) Net debt / total equity -76.9% -86.2% -89.8% -91.5% -92.2% Performance (%) 3m YTD 12m 3yr

Other (operating) 352 444 474 501 526 TNet debt / EBITDA -2.9x -3.6x -4.0x -4.5x -4.9x Absolute performance -1.8% 19.3% 30.0% 8.3%

Operating CF 585 2,880 2,841 3,006 3,175 GOODBS Relative to local index -6.3% 17.5% 18.5% -17%
Net interest 63 (21) 94 132 164 OPer Share (USD) 03/20 03/21E 03/22E 03/23E 03/24E Relative to UBS sector -8.5% 7.2% 4.7% -22%

Capex (140) (118) (132) (143) (152) NEPS (UBS adjusted) 5.28 5.33 6.29 6.94 7.55

Tax paid 0 0 0 0 0 OCash EPS 5.79 5.83 6.76 7.39 8.01

Dividends paid 0 0 0 0 0 PNet DPS 0.00 0.00 0.00 0.00 0.00
Net (acqu.)/disposals 0 0 0 0 0 BVPS (stated) 25.55 29.09 34.61 40.95 47.88

Change in equity (1,207) (78) 0 0 0 IIA
Other items 989 (1,085) (947) (976) (1,038) CValuation* 03/20 03/21E 03/22E 03/23E 03/24E

(Incr.)/decr. net debt 290 1,578 1,857 2,020 2,149 Market C (USD m) NA 37,461 37,461 37,461 37,461

MEV (EV, avg.) 40,583 43,536 43,536 43,536 43,865
Momentum 03/20 03/21E 03/22E 03/23E 03/24E NEV/Sales (core) 4.4 x 7.3 x 6.7 x 6.3 x 5.9 x

Sales growth 8.7% 10.8% 8.6% 7.3% 6.6% EV/EBITDA (core) 11.9 x 21.2 x 19.0 x 17.3 x 15.9 x

EBITDA growth 20.0% 3.7% 11.8% 9.6% 8.9% EV/EBIT (core) 12.8 x 22.8 x 20.2 x 18.3 x 16.7 x
EBIT growth 21.6% 4.3% 13.1% 10.3% 9.3% EV/OpFCF 12.8 x 22.5 x 20.1 x 18.4 x 16.8 x

Cash EPS 21.4% 0.7% 15.9% 9.3% 8.3% P/E 18.6 x 24.0 x 20.4 x 18.5 x 17.0 x Eric Sheridan - Analyst

EPS (UBS) 23.0% 1.0% 18.0% 10.2% 8.9% Dividend yield (net) 0.0% 0.0% 0.0% 0.0% 0.0% +1-212-713 9310
DPS (net) - - - - - P/BV (average) 3.9x 4.4x 3.7x 3.1x 2.7x eric.sheridan@ubs.com

Electronic Arts (EA) is a global marketer, publisher and 
distributer of console, PC, mobile device, tablet, and 
Internet games. The company's games are based on 
wholly-owned IP (such as Battlefield, Mass Effect, Need for 
Speed, The Sims, etc.) and licensed IP (FIFA, Madden NFL, 
etc.). EA also publishes and distributes games developed by 
third parties (e.g., Titanfall). EA has historically generated 
most of its revenue through traditional retail channels, 
however, digital sales through console manufacturers' 
online stores, PC download platforms (including EA Origin) 
& mobile devices have grown as part of the mix.
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Price rel. to S & P 500 ( rhs)

Generac Holdings Inc (GNRC US) Rating: Buy Price target/current (USD): 203 / 181.23 United States
Electric Components & Equipment https://www.generac.com

P&L (USD m) 12/19 12/20E 12/21E 12/22E 12/23E Bal Sheet (USD m) 12/19 12/20E 12/21E 12/22E 12/23E Generac Holdings Inc (GNRC US) vs S & P 500

Revenues 2,204 2,353 2,621 2,906 3,181 Net tangible fixed assets 317 332 363 391 422

EBITDA 454 513 548 615 671 Goodwill 805 782 758 734 710

EBIT 393 447 483 547 599 Other intangible assets 298 277 277 277 277

Profit before tax 385 451 494 553 573 Net working capital 442 506 503 543 579
Net income (stated) 252 299 322 365 403 Other fixed assets 50 80 80 80 80

Provisions 0 0 0 0 0
Margins 12/19 12/20E 12/21E 12/22E 12/23E Total IC 1,675 1,676 1,641 1,653 1,695

EBITDA margin 20.6% 21.8% 20.9% 21.2% 21.1% Investments 0 0 0 0 0

EBIT margin 17.8% 19.0% 18.4% 18.8% 18.8% Net cash /(debt) (581) (318) 63 441 826

EBIT ROIC 24.6% 26.7% 29.1% 33.2% 35.8% Others 0 0 0 0 0

Net RoE 35.4% 31.5% 26.3% 23.1% 19.2% Minority interest (61) (61) (61) (61) (61)
Interest cover (EBIT) 13.6x - - - - Shareholders equity 1,033 1,297 1,644 2,033 2,461

Dividend cover (EPS) - - - - -

Productivity 12/19 12/20E 12/21E 12/22E 12/23E

CF (USD m) 12/19 12/20E 12/21E 12/22E 12/23E Depreciation % of sales 2.8% 2.8% 2.5% 2.4% 2.3%

EBIT 393 447 483 547 599 Capex % of sales 2.8% 2.5% 2.7% 2.5% 2.5%

Depr./amortisation 61 66 65 69 72 Revenues to IC 1.4 x 1.4 x 1.6 x 1.8 x 1.9 x
Net change in WC (46) (87) 3 (40) (37) Net debt / total equity 53.1% 23.4% -3.7% -21.1% -32.8% Performance (%) 3m YTD 12m 3yr

Other (operating) 41 60 62 57 26 TNet debt / EBITDA 1.3x 0.6x -0.1x -0.7x -1.2x Absolute performance 55.3% 80.2% 126.6% 299.4%

Operating CF 450 486 613 632 660 GOODBS Relative to local index 48.2% 77.4% 106.6% 205%
Net interest (42) (33) (32) (32) (32) OPer Share (USD) 12/19 12/20E 12/21E 12/22E 12/23E Relative to UBS sector 21.6% 40.9% 34.6% 113%

Capex (61) (60) (71) (73) (80) NEPS (UBS adjusted) 5.13 5.89 6.21 6.82 6.93

Tax paid (49) (56) (70) (95) (140) OCash EPS 6.11 6.94 7.25 7.92 8.09

Dividends paid 0 0 0 0 0 PNet DPS 0.00 0.00 0.00 0.00 0.00
Net (acqu.)/disposals (112) 0 0 0 0 BVPS (stated) 16.56 20.85 26.40 32.65 39.52

Change in equity 0 0 0 0 0 IIA
Other items (63) (73) (59) (55) (23) CValuation* 12/19 12/20E 12/21E 12/22E 12/23E

(Incr.)/decr. net debt 123 263 381 378 385 Market C (USD m) 6,274 11,490 11,490 11,490 11,490

MEV (EV, avg.) 6,978 12,000 11,678 11,299 10,917
Momentum 12/19 12/20E 12/21E 12/22E 12/23E NEV/Sales (core) 2.3 x 5.1 x 4.5 x 3.9 x 3.4 x

Sales growth 9.1% 6.7% 11.4% 10.9% 9.5% EV/EBITDA (core) 11.1 x 23.4 x 21.3 x 18.4 x 16.3 x

EBITDA growth 7.0% 12.9% 7.0% 12.2% 9.0% EV/EBIT (core) 12.9 x 26.8 x 24.2 x 20.7 x 18.2 x
EBIT growth 4.3% 13.7% 8.1% 13.1% 9.5% EV/OpFCF 10.3 x 21.4 x 19.6 x 16.9 x 15.0 x

Cash EPS 10.9% 13.6% 4.5% 9.2% 2.1% P/E 13.6 x 30.8 x 29.2 x 26.6 x 26.2 x Jon Windham, CFA - Analyst

EPS (UBS) 8.2% 14.8% 5.4% 9.8% 1.6% Dividend yield (net) 0.0% 0.0% 0.0% 0.0% 0.0% +1-617-478-4711
DPS (net) - - - - - P/BV (average) 4.2x 8.7x 6.9x 5.6x 4.6x jon.windham@ubs.com

GNRC designs and manufactures power generation 
equipment, energy storage systems, and other power 
products serving the global residential, light commercial 
and industrial markets. GNRC holds a 75% share in the 
North America residential home standby market. During 
2019, GNRC began providing solar PV + battery energy 
storage systems for residential use following the company's 
acquisition of Pika in April 2019. GNRC sells its products 
primarily through a global network of dealers, distributors, 
and retailers.
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Global Payments Inc (GPN US) Rating: Buy Price target/current (USD): 247 / 175.56 United States
Diversified Financial http://www.globalpaymentsinc.com

P&L (USD m) 12/19 12/20E 12/21E 12/22E 12/23E Bal Sheet (USD m) 12/19 12/20E 12/21E 12/22E 12/23E Global Payments Inc (GPN US) vs S & P 500

Revenues 4,588 6,825 7,575 8,278 8,984 Net tangible fixed assets 1,383 1,534 1,615 1,673 1,700

EBITDA 2,518 3,590 4,124 4,625 5,120 Goodwill 23,760 23,680 23,680 23,680 23,680

EBIT 1,821 2,705 3,217 3,693 4,163 Other intangible assets 13,155 12,255 11,683 11,107 10,527

Profit before tax 1,578 2,394 2,953 3,433 3,907 Net working capital (393) (421) (381) (321) (241)
Net income (stated) 431 489 896 1,276 1,650 Other fixed assets 1,817 1,954 1,954 1,954 1,954

Provisions 0 0 0 0 0
Margins 12/19 12/20E 12/21E 12/22E 12/23E Total IC 35,965 35,303 34,852 34,394 33,921

EBITDA margin 54.9% 52.6% 54.4% 55.9% 57.0% Investments 0 0 0 0 0

EBIT margin 39.7% 39.6% 42.5% 44.6% 46.3% Net cash /(debt) (7,910) (7,882) (7,963) (7,905) (7,667)

EBIT ROIC 8.1% 7.6% 9.2% 10.7% 12.2% Others 0 0 0 0 0

Net RoE 7.7% 7.0% 8.7% 10.2% 11.8% Minority interest 0 0 0 0 0
Interest cover (EBIT) 8.7x - - - - Shareholders equity 28,055 27,421 26,889 26,489 26,254

Dividend cover (EPS) 2.1x - - - -

Productivity 12/19 12/20E 12/21E 12/22E 12/23E

CF (USD m) 12/19 12/20E 12/21E 12/22E 12/23E Depreciation % of sales 15.2% 13.0% 12.0% 11.3% 10.7%

EBIT 1,821 2,705 3,217 3,693 4,163 Capex % of sales 6.7% 6.2% 5.5% 5.0% 4.5%

Depr./amortisation 697 885 908 932 957 Revenues to IC 0.2 x 0.2 x 0.2 x 0.2 x 0.3 x
Net change in WC (156) (145) (40) (60) (80) Net debt / total equity 28.2% 28.7% 29.6% 29.8% 29.2% Performance (%) 3m YTD 12m 3yr

Other (operating) 200 173 140 148 156 TNet debt / EBITDA 3.1x 2.2x 1.9x 1.7x 1.5x Absolute performance -0.9% -3.8% 8.6% 83.2%

Operating CF 2,562 3,618 4,224 4,713 5,196 GOODBS Relative to local index -5.5% -5.3% -0.9% 40%
Net interest (244) (311) (264) (260) (256) OPer Share (USD) 12/19 12/20E 12/21E 12/22E 12/23E Relative to UBS sector -1.5% 0.0% 5.2% 29%

Capex (308) (423) (417) (414) (404) NEPS (UBS adjusted) 6.23 6.45 8.00 9.49 11.06

Tax paid 0 0 0 0 0 OCash EPS 9.74 9.40 11.09 12.73 14.47

Dividends paid (87) (233) (229) (224) (219) PNet DPS 0.41 0.78 0.78 0.78 0.78
Net (acqu.)/disposals (645) (74) 0 0 0 BVPS (stated) 93.45 92.45 92.59 93.41 94.98

Change in equity (349) (905) (1,338) (1,599) (1,823) IIA
Other items (4,220) (1,643) (2,057) (2,157) (2,257) CValuation* 12/19 12/20E 12/21E 12/22E 12/23E

(Incr.)/decr. net debt (3,291) 28 (81) 58 237 Market C (USD m) 54,809 52,528 52,528 52,528 52,528

MEV (EV, avg.) 61,074 60,424 60,450 60,461 60,314
Momentum 12/19 12/20E 12/21E 12/22E 12/23E NEV/Sales (core) 8.1 x 8.9 x 8.0 x 7.3 x 6.7 x

Sales growth 15.6% 48.8% 11.0% 9.3% 8.5% EV/EBITDA (core) 14.8 x 16.8 x 14.7 x 13.1 x 11.8 x

EBITDA growth 41.5% 42.6% 14.9% 12.1% 10.7% EV/EBIT (core) 20.4 x 22.3 x 18.8 x 16.4 x 14.5 x
EBIT growth 44.9% 48.6% 18.9% 14.8% 12.7% EV/OpFCF 16.8 x 19.1 x 16.3 x 14.4 x 12.8 x

Cash EPS 14.9% -3.4% 17.9% 14.9% 13.6% P/E 24.3 x 27.2 x 21.9 x 18.5 x 15.9 x Eric Wasserstrom - Analyst

EPS (UBS) 20.1% 3.5% 24.1% 18.7% 16.5% Dividend yield (net) 0.3% 0.4% 0.4% 0.4% 0.4% +1-212-713 1355
DPS (net) 925.0% 90.2% 0.0% 0.0% 0.0% P/BV (average) 1.6x 1.9x 1.9x 1.9x 1.8x eric.wasserstrom@ubs.com

Headquartered in Atlanta, Georgia, Global Payments is a 
leading payment technology company delivering innovative 
software and services to customers globally. It operates in 
three segments: Merchant Solutions, Issuer Solutions, and 
Consumer Solutions. Merchant Solutions provides 
merchant services and related services to clients globally. 
Issuer Solutions offers account processing and output 
services for printing and embossing items, as well as 
processing each card transaction for the issuing retailer or 
financial institution. Consumer Solutions includes prepaid 
and payroll cards.
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HCA Healthcare Inc (HCA US) Rating: Buy Price target/current (USD): 150 / 125.45 United States
Healthcare Providers http://http://www.hcahealthcare.com/

P&L (USD m) 12/19 12/20E 12/21E 12/22E 12/23E Bal Sheet (USD m) 12/19 12/20E 12/21E 12/22E 12/23E HCA Healthcare Inc (HCA US) vs S & P 500

Revenues 51,336 50,387 55,707 58,404 60,933 Net tangible fixed assets 22,715 22,974 23,160 24,522 25,988

EBITDA 9,857 9,951 10,064 10,968 11,714 Goodwill 8,269 8,578 8,578 8,626 8,674

EBIT 7,261 7,189 7,250 8,138 8,868 Other intangible assets 0 0 0 0 0

Profit before tax 5,244 5,309 5,745 6,629 7,353 Net working capital 3,584 4,996 8,307 8,542 8,960
Net income (stated) 3,505 3,821 3,882 4,519 5,052 Other fixed assets 2,878 3,171 3,205 3,239 3,270

Provisions 0 0 0 0 0
Margins 12/19 12/20E 12/21E 12/22E 12/23E Total IC 33,157 34,410 37,751 39,239 41,023

EBITDA margin 19.2% 19.7% 18.1% 18.8% 19.2% Investments 0 0 0 0 0

EBIT margin 14.1% 14.3% 13.0% 13.9% 14.6% Net cash /(debt) (33,722) (31,040) (30,945) (30,850) (30,756)

EBIT ROIC 23.0% 21.3% 20.1% 21.1% 22.1% Others 0 0 0 0 0

Net RoE -94.3% -334.2% 192.3% 103.2% 84.7% Minority interest (2,243) (2,995) (3,144) (3,295) (3,437)
Interest cover (EBIT) 4.6x - - - - Shareholders equity (2,808) 375 3,663 5,093 6,830

Dividend cover (EPS) - - - - -

Productivity 12/19 12/20E 12/21E 12/22E 12/23E

CF (USD m) 12/19 12/20E 12/21E 12/22E 12/23E Depreciation % of sales 5.1% 5.5% 5.1% 4.8% 4.7%

EBIT 7,261 7,189 7,250 8,138 8,868 Capex % of sales 8.1% 5.8% 5.4% 6.8% 6.8%

Depr./amortisation 2,596 2,762 2,814 2,830 2,846 Revenues to IC 1.6 x 1.5 x 1.5 x 1.5 x 1.5 x
Net change in WC (33) 2,184 (2,787) (172) (161) Net debt / total equity -5968.5% 921.1% 454.7% 367.8% 299.5% Performance (%) 3m YTD 12m 3yr

Other (operating) 1,534 2,316 1,248 1,308 1,322 TNet debt / EBITDA 3.4x 3.1x 3.1x 2.8x 2.6x Absolute performance 26.6% -15.1% 0.9% 60.4%

Operating CF 11,358 14,450 8,524 12,104 12,875 GOODBS Relative to local index 20.8% -16.4% -7.9% 22%
Net interest (1,824) (1,565) (1,505) (1,509) (1,515) OPer Share (USD) 12/19 12/20E 12/21E 12/22E 12/23E Relative to UBS sector 27.0% -12.1% -8.8% 57%

Capex (4,158) (2,898) (3,000) (4,000) (4,120) NEPS (UBS adjusted) 10.51 11.86 11.23 13.20 15.19

Tax paid (1,099) (1,102) (1,160) (1,350) (1,509) OCash EPS 17.96 19.92 19.37 21.46 23.75

Dividends paid 0 0 (594) (589) (615) PNet DPS 0.00 0.00 1.72 1.72 1.85
Net (acqu.)/disposals (1,682) (346) 0 (240) (240) BVPS (stated) -8.10 1.09 10.54 15.09 20.84

Change in equity (1,527) (860) 0 (2,500) (2,700) IIA
Other items (1,969) (4,998) (2,171) (1,821) (2,081) CValuation* 12/19 12/20E 12/21E 12/22E 12/23E

(Incr.)/decr. net debt (901) 2,682 95 95 95 Market C (USD m) 51,259 43,167 43,167 43,167 43,167

MEV (EV, avg.) 84,317 76,225 76,225 76,225 76,225
Momentum 12/19 12/20E 12/21E 12/22E 12/23E NEV/Sales (core) 1.5 x 1.5 x 1.4 x 1.3 x 1.3 x

Sales growth 10.0% -1.8% 10.6% 4.8% 4.3% EV/EBITDA (core) 8.0 x 7.7 x 7.6 x 6.9 x 6.5 x

EBITDA growth 10.1% 0.9% 1.1% 9.0% 6.8% EV/EBIT (core) 10.9 x 10.6 x 10.5 x 9.4 x 8.6 x
EBIT growth 8.8% -1.0% 0.9% 12.2% 9.0% EV/OpFCF 13.9 x 10.8 x 10.8 x 10.9 x 10.0 x

Cash EPS 11.1% 10.9% -2.7% 10.8% 10.7% P/E 12.5 x 10.6 x 11.2 x 9.5 x 8.3 x Whit Mayo - Analyst

EPS (UBS) 7.6% 12.9% -5.3% 17.5% 15.1% Dividend yield (net) 0.0% 0.0% 1.4% 1.4% 1.5% +1-212-713 3842
DPS (net) - - - 0.0% 7.5% P/BV (average) -16.2x 114.9x 11.9x 8.3x 6.0x whit.mayo@ubs.com

HCA Healthcare Inc. is the largest publicly traded 
healthcare service provider, with over 47k licensed beds. 
The company operates 179 acute-care hospitals and 122 
freestanding outpatient surgery centers, with 
approximately 1,800 sites of care, including ASCs, 
freestanding EDs, as well as urgent care centers in 20 
states and the UK. Following the announcement of its 
$1.5bn agreement to acquire nonprofit health system 
Mission Health, HCA will expand into North Carolina, 
acquiring substantially all of Mission's 7 facilities and 
medical centers, with 911 combined beds.
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IQVIA Holdings Inc (IQV US) Rating: Buy (CBE) Price target/current (USD): 204 / 154.08 United States
Healthcare Providers http://www.quintiles.com

P&L (USD m) 12/19 12/20E 12/21E 12/22E 12/23E Bal Sheet (USD m) 12/19 12/20E 12/21E 12/22E 12/23E IQVIA Holdings Inc (IQV US) vs S & P 500

Revenues 11,088 11,071 12,670 13,725 14,764 Net tangible fixed assets 458 599 1,105 1,586 2,045

EBITDA 2,375 2,275 2,740 3,010 3,283 Goodwill 12,159 12,133 12,283 12,433 12,433

EBIT 2,087 2,000 2,456 2,712 2,981 Other intangible assets 5,514 4,821 3,906 2,991 1,986

Profit before tax 1,680 1,592 1,972 2,216 2,486 Net working capital (618) (422) (276) (141) 20
Net income (stated) 191 321 618 828 1,027 Other fixed assets 842 983 983 983 983

Provisions 0 0 0 0 0
Margins 12/19 12/20E 12/21E 12/22E 12/23E Total IC 16,857 16,591 16,478 16,329 15,944

EBITDA margin 21.4% 20.5% 21.6% 21.9% 22.2% Investments 0 0 0 0 0

EBIT margin 18.8% 18.1% 19.4% 19.8% 20.2% Net cash /(debt) (10,681) (10,435) (10,550) (10,421) (10,455)

EBIT ROIC 12.4% 12.0% 14.9% 16.5% 18.5% Others 0 0 0 0 0

Net RoE 19.3% 19.4% 24.8% 28.5% 33.0% Minority interest 0 0 0 0 0
Interest cover (EBIT) 4.4x - - - - Shareholders equity 6,263 6,229 6,001 5,982 5,562

Dividend cover (EPS) - - - - -

Productivity 12/19 12/20E 12/21E 12/22E 12/23E

CF (USD m) 12/19 12/20E 12/21E 12/22E 12/23E Depreciation % of sales 2.6% 2.5% 2.2% 2.2% 2.0%

EBIT 2,087 2,000 2,456 2,712 2,981 Capex % of sales 5.2% 4.5% 4.5% 4.0% 4.0%

Depr./amortisation 288 275 284 298 302 Revenues to IC 0.7 x 0.7 x 0.8 x 0.8 x 0.9 x
Net change in WC 19 (235) (146) (135) (161) Net debt / total equity 170.5% 167.5% 175.8% 174.2% 188.0% Performance (%) 3m YTD 12m 3yr

Other (operating) (31) 38 156 161 166 TNet debt / EBITDA 4.5x 4.6x 3.9x 3.5x 3.2x Absolute performance 9.9% -0.3% -1.0% 62.7%

Operating CF 2,363 2,078 2,750 3,036 3,288 GOODBS Relative to local index 4.9% -1.8% -9.7% 24%
Net interest (438) (451) (492) (504) (503) OPer Share (USD) 12/19 12/20E 12/21E 12/22E 12/23E Relative to UBS sector 6.6% -0.1% -13.5% 55%

Capex (582) (498) (570) (549) (591) NEPS (UBS adjusted) 6.54 6.33 7.98 9.18 10.50

Tax paid (359) (345) (419) (471) (541) OCash EPS 8.02 7.77 9.48 10.78 12.17

Dividends paid 0 0 0 0 0 PNet DPS 0.00 0.00 0.00 0.00 0.00
Net (acqu.)/disposals (309) (588) (92) (300) (300) BVPS (stated) 31.78 32.52 31.58 32.16 30.68

Change in equity (938) (346) (1,002) (1,008) (1,612) IIA
Other items (390) 395 (291) (75) 225 CValuation* 12/19 12/20E 12/21E 12/22E 12/23E

(Incr.)/decr. net debt (653) 246 (115) 130 (34) Market C (USD m) 30,454 30,153 30,153 30,153 30,153

MEV (EV, avg.) 41,135 40,589 40,704 40,574 40,608
Momentum 12/19 12/20E 12/21E 12/22E 12/23E NEV/Sales (core) 3.6 x 3.7 x 3.2 x 3.0 x 2.8 x

Sales growth 6.5% -0.2% 14.4% 8.3% 7.6% EV/EBITDA (core) 16.9 x 17.8 x 14.9 x 13.5 x 12.4 x

EBITDA growth 15.9% -4.2% 20.5% 9.9% 9.1% EV/EBIT (core) 19.3 x 20.3 x 16.6 x 15.0 x 13.6 x
EBIT growth 8.5% -4.2% 22.8% 10.4% 9.9% EV/OpFCF 22.4 x 22.8 x 18.8 x 16.5 x 15.1 x

Cash EPS 27.6% -3.1% 22.0% 13.7% 12.9% P/E 22.0 x 24.3 x 19.3 x 16.8 x 14.7 x Dan Brennan, CFA - Analyst

EPS (UBS) 15.3% -3.2% 26.1% 15.0% 14.4% Dividend yield (net) 0.0% 0.0% 0.0% 0.0% 0.0% +1-212-713 2317
DPS (net) - - - - - P/BV (average) 4.5x 4.7x 4.9x 4.8x 5.0x daniel.brennan@ubs.com

IQVIA Holdings Inc (NYSE: IQV) was formed by the 2016 
merger of Quintiles, the largest clinical contract research 
organization (CRO), which conducts clinical trials on behalf 
of pharma, and IMS Health, the dominant provider of data, 
information, and analytics to pharma and biotech 
commercial organizations. It operates in three segments: 1) 
Technology & Analytic Solutions, containing the information 
business, real world evidence, orchestrated engagement, 
and consulting; 2) R&D Solutions, containing the CRO 
business, and 3) Contract Sales & Medical Solutions, which 
is a contract sales business.
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ITT Inc. (ITT US) Rating: Buy Price target/current (USD): 68 / 59.17 United States
Industrial, Diversified http://www.ittind.com

P&L (USD m) 12/19 12/20E 12/21E 12/22E 12/23E Bal Sheet (USD m) 12/19 12/20E 12/21E 12/22E 12/23E ITT Inc. (ITT US) vs S & P 500

Revenues 2,846 2,409 2,649 2,765 2,844 Net tangible fixed assets 532 481 469 456 443

EBITDA 534 431 506 546 568 Goodwill 927 920 920 920 920

EBIT 421 327 402 430 455 Other intangible assets 138 116 116 116 116

Profit before tax 424 325 402 430 455 Net working capital 362 324 336 381 396
Net income (stated) 337 255 314 336 356 Other fixed assets 774 783 783 783 783

Provisions 0 0 0 0 0
Margins 12/19 12/20E 12/21E 12/22E 12/23E Total IC 1,552 1,493 1,520 1,579 1,608

EBITDA margin 18.8% 17.9% 19.1% 19.8% 20.0% Investments 0 0 0 0 0

EBIT margin 14.8% 13.6% 15.2% 15.6% 16.0% Net cash /(debt) 526 666 914 1,149 1,431

EBIT ROIC 28.7% 21.5% 26.7% 27.8% 28.6% Others 0 0 0 0 0

Net RoE 17.3% 12.0% 13.7% 13.0% 12.3% Minority interest 0 0 0 0 0
Interest cover (EBIT) 163.7x - - - - Shareholders equity 2,078 2,159 2,433 2,728 3,040

Dividend cover (EPS) 5.0x - - - -

Productivity 12/19 12/20E 12/21E 12/22E 12/23E

CF (USD m) 12/19 12/20E 12/21E 12/22E 12/23E Depreciation % of sales 4.0% 4.3% 4.0% 4.2% 4.0%

EBIT 421 327 402 430 455 Capex % of sales 3.2% 2.4% 3.5% 3.8% 3.5%

Depr./amortisation 113 104 105 116 112 Revenues to IC 1.9 x 1.6 x 1.8 x 1.8 x 1.8 x
Net change in WC (43) 20 (12) (45) (15) Net debt / total equity -25.3% -30.9% -37.6% -42.1% -47.1% Performance (%) 3m YTD 12m 3yr

Other (operating) (36) (28) (14) (14) (14) TNet debt / EBITDA -1.0x -1.5x -1.8x -2.1x -2.5x Absolute performance 6.0% -19.9% -0.7% 33.2%

Operating CF 455 423 480 488 539 GOODBS Relative to local index 1.2% -21.2% -9.4% 2%
Net interest 3 (2) (0) (0) (0) OPer Share (USD) 12/19 12/20E 12/21E 12/22E 12/23E Relative to UBS sector -2.3% -13.1% -1.9% 72%

Capex (91) (59) (93) (104) (100) NEPS (UBS adjusted) 3.87 2.97 3.68 3.94 4.17

Tax paid 0 0 0 0 0 OCash EPS 5.17 4.18 4.91 5.30 5.49

Dividends paid (52) (53) (52) (55) (58) PNet DPS 0.59 0.60 0.61 0.64 0.67
Net (acqu.)/disposals (113) (5) 0 0 0 BVPS (stated) 23.88 25.21 28.53 31.98 35.64

Change in equity (27) (84) 0 0 0 IIA
Other items (95) (80) (88) (94) (99) CValuation* 12/19 12/20E 12/21E 12/22E 12/23E

(Incr.)/decr. net debt 81 141 248 235 282 Market C (USD m) 6,526 5,225 5,225 5,225 5,225

MEV (EV, avg.) 6,149 4,848 4,848 4,848 4,848
Momentum 12/19 12/20E 12/21E 12/22E 12/23E NEV/Sales (core) 1.7 x 2.0 x 1.8 x 1.8 x 1.7 x

Sales growth 3.7% -15.4% 10.0% 4.4% 2.8% EV/EBITDA (core) 9.3 x 11.2 x 9.6 x 8.9 x 8.5 x

EBITDA growth 12.2% -19.3% 17.4% 7.9% 3.9% EV/EBIT (core) 11.8 x 14.8 x 12.1 x 11.3 x 10.6 x
EBIT growth 14.7% -22.2% 22.6% 7.2% 5.9% EV/OpFCF 11.2 x 13.0 x 11.7 x 10.9 x 10.3 x

Cash EPS 13.9% -19.1% 17.2% 8.1% 3.5% P/E 15.7 x 19.9 x 16.1 x 15.0 x 14.2 x Damian Karas, CFA - Analyst

EPS (UBS) 17.8% -23.2% 23.7% 7.2% 5.9% Dividend yield (net) 1.0% 1.0% 1.0% 1.1% 1.1% +1-212-713 2267
DPS (net) 9.7% 2.0% 2.0% 5.0% 5.0% P/BV (average) 2.5x 2.3x 2.1x 1.9x 1.7x damian.karas@ubs.com

ITT is a leading manufacturer of highly engineered, 
customized solutions for the energy, transportation, 
industrial, and aerospace & defense markets. The company 
is broken down into three segments: Industrial Process; 
Motion Technologies; and Connect & Control Technologies. 
Sales in 2018 were approximately $2.8bn.
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Kinder Morgan Inc (KMI US) Rating: Buy (CBE) Price target/current (USD): 22 / 12.86 United States
Pipelines http://www.kindermorgan.com

P&L (USD m) 12/19 12/20E 12/21E 12/22E 12/23E Bal Sheet (USD m) 12/19 12/20E 12/21E 12/22E 12/23E Kinder Morgan Inc (KMI US) vs S & P 500

Revenues 13,209 11,282 11,104 11,148 11,246 Net tangible fixed assets 36,419 35,925 35,282 34,713 34,192

EBITDA 7,618 6,824 6,974 7,010 7,115 Goodwill 21,451 19,851 19,851 19,851 19,851

EBIT 5,207 4,436 4,548 4,626 4,768 Other intangible assets 0 0 0 0 0

Profit before tax 3,165 442 2,573 2,754 2,902 Net working capital 406 (224) (223) (217) (215)
Net income (stated) 2,190 (50) 1,929 2,069 2,183 Other fixed assets 0 0 0 0 0

Provisions 0 0 0 0 0
Margins 12/19 12/20E 12/21E 12/22E 12/23E Total IC 55,220 52,299 51,130 49,999 48,876

EBITDA margin 57.7% 60.5% 62.8% 62.9% 63.3% Investments 5,290 5,572 5,572 5,572 5,572

EBIT margin 39.4% 39.3% 41.0% 41.5% 42.4% Net cash /(debt) (34,183) (33,944) (33,408) (32,997) (33,198)

EBIT ROIC 9.4% 8.3% 8.8% 9.1% 9.6% Others 0 0 0 0 0

Net RoE 6.5% -0.2% 6.2% 6.8% 7.4% Minority interest (344) (371) (371) (371) (371)
Interest cover (EBIT) 2.7x - - - - Shareholders equity 33,742 31,448 30,815 30,095 28,772

Dividend cover (EPS) - - - - -

Productivity 12/19 12/20E 12/21E 12/22E 12/23E

CF (USD m) 12/19 12/20E 12/21E 12/22E 12/23E Depreciation % of sales 18.3% 21.2% 21.8% 21.4% 20.9%

EBIT 5,207 4,436 4,548 4,626 4,768 Capex % of sales 17.2% 18.5% 16.1% 16.3% 16.2%

Depr./amortisation 2,411 2,389 2,426 2,384 2,347 Revenues to IC 0.2 x 0.2 x 0.2 x 0.2 x 0.2 x
Net change in WC (227) (6) (1) (6) (1) Net debt / total equity 100.3% 106.7% 107.1% 108.3% 113.9% Performance (%) 3m YTD 12m 3yr

Other (operating) 374 2,318 579 621 655 TNet debt / EBITDA 4.5x 5.0x 4.8x 4.7x 4.7x Absolute performance -16.7% -39.3% -38.5% -33.3%

Operating CF 7,765 9,136 7,552 7,624 7,769 GOODBS Relative to local index -20.5% -40.2% -43.9% -49%
Net interest (1,801) (1,628) (1,578) (1,474) (1,469) OPer Share (USD) 12/19 12/20E 12/21E 12/22E 12/23E Relative to UBS sector -1.2% 8.8% 17.1% 31%

Capex (2,270) (2,085) (1,783) (1,815) (1,826) NEPS (UBS adjusted) 0.97 -0.02 0.85 0.92 0.97

Tax paid (926) (438) (592) (634) (668) OCash EPS 2.03 1.03 1.93 1.97 2.02

Dividends paid (2,163) (2,361) (2,562) (2,789) (3,006) PNet DPS 1.00 1.05 1.15 1.25 1.35
Net (acqu.)/disposals 1,420 682 0 0 0 BVPS (stated) 14.91 13.90 13.63 13.31 12.80

Change in equity (2) (50) 0 0 (500) IIA
Other items (2,213) (3,017) (501) (501) (501) CValuation* 12/19 12/20E 12/21E 12/22E 12/23E

(Incr.)/decr. net debt (190) 239 536 411 (201) Market C (USD m) 47,914 29,106 29,106 29,106 29,106

MEV (EV, avg.) 69,297 50,077 49,689 49,689 49,110
Momentum 12/19 12/20E 12/21E 12/22E 12/23E NEV/Sales (core) 5.0 x 4.4 x 4.5 x 4.5 x 4.4 x

Sales growth -6.6% -14.6% -1.6% 0.4% 0.9% EV/EBITDA (core) 8.7 x 7.3 x 7.1 x 7.1 x 6.9 x

EBITDA growth 0.6% -10.4% 2.2% 0.5% 1.5% EV/EBIT (core) 12.7 x 11.3 x 10.9 x 10.7 x 10.3 x
EBIT growth -1.2% -14.8% 2.5% 1.7% 3.1% EV/OpFCF 9.5 x 8.1 x 7.9 x 7.9 x 7.7 x

Cash EPS 19.2% -49.1% 86.3% 2.3% 2.3% P/E 20.6 x -581.5 x 15.1 x 14.1 x 13.2 x Shneur Gershuni, CFA - Analyst

EPS (UBS) 44.8% -102.3% -3958.1% 7.2% 6.1% Dividend yield (net) 5.0% 8.2% 8.9% 9.7% 10.5% +1-212-713 3974
DPS (net) 25.0% 5.0% 9.5% 8.7% 8.0% P/BV (average) 1.3x 0.9x 0.9x 1.0x 1.0x shneur.gershuni@ubs.com

Kinder Morgan Inc. (KMI) has one of the largest and most 
diverse asset footprints of all North American energy 
companies. KMI owns and operates pipeline systems used 
to transport gasoline, natural gas liquids, refined petroleum 
products, and carbon dioxide, and operates bulk terminal 
facilities that transload coal, petroleum coke, and other 
liquid petroleum products and chemicals.
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Knight-Swift Transportation Holdings Inc (KNX USRating: Buy Price target/current (USD): 53 / 41.54 United States
Trucking http://www.knighttrans.com

P&L (USD m) 12/19 12/20E 12/21E 12/22E 12/23E Bal Sheet (USD m) 12/19 12/20E 12/21E 12/22E 12/23E Knight-Swift Transportation Holdings Inc (KNX US) vs S & P 50

Revenues 4,844 4,601 4,997 5,320 5,489 Net tangible fixed assets 2,851 2,843 2,985 2,940 2,953

EBITDA 935 1,048 1,133 1,236 1,294 Goodwill 2,919 2,919 2,919 2,919 2,919

EBIT 515 583 615 680 719 Other intangible assets 0 0 0 0 0

Profit before tax 501 561 601 665 705 Net working capital (304) 282 283 262 263
Net income (stated) 378 418 446 495 524 Other fixed assets 1,622 1,112 1,083 1,106 1,130

Provisions 0 0 0 0 0
Margins 12/19 12/20E 12/21E 12/22E 12/23E Total IC 6,119 6,196 6,247 6,253 6,218

EBITDA margin 19.3% 22.8% 22.7% 23.2% 23.6% Investments 0 0 0 0 0

EBIT margin 10.6% 12.7% 12.3% 12.8% 13.1% Net cash /(debt) (451) (236) (47) 237 544

EBIT ROIC 8.4% 9.5% 9.9% 10.9% 11.5% Others 0 0 0 0 0

Net RoE 6.8% 7.2% 7.3% 7.8% 7.9% Minority interest (2) (1) (1) (1) (1)
Interest cover (EBIT) 38.0x - - - - Shareholders equity 5,666 5,959 6,200 6,490 6,761

Dividend cover (EPS) 8.9x - - - -

Productivity 12/19 12/20E 12/21E 12/22E 12/23E

CF (USD m) 12/19 12/20E 12/21E 12/22E 12/23E Depreciation % of sales 8.7% 10.1% 10.4% 10.5% 10.5%

EBIT 515 583 615 680 719 Capex % of sales 11.8% 11.5% 11.2% 10.5% 9.8%

Depr./amortisation 420 465 518 557 575 Revenues to IC 0.8 x 0.7 x 0.8 x 0.9 x 0.9 x
Net change in WC 46 0 0 0 0 Net debt / total equity 8.0% 4.0% 0.8% -3.7% -8.1% Performance (%) 3m YTD 12m 3yr

Other (operating) 22 29 34 41 45 TNet debt / EBITDA 0.5x 0.2x 0.0x -0.2x -0.4x Absolute performance -2.2% 15.9% 19.0% 1.3%

Operating CF 1,003 1,077 1,167 1,277 1,339 GOODBS Relative to local index -6.6% 14.1% 8.5% -23%
Net interest (26) (15) (14) (14) (14) OPer Share (USD) 12/19 12/20E 12/21E 12/22E 12/23E Relative to UBS sector - - - -

Capex (570) (530) (560) (560) (540) NEPS (UBS adjusted) 2.20 2.46 2.66 3.01 3.27

Tax paid (242) (230) (250) (266) (274) OCash EPS 4.65 5.20 5.75 6.40 6.84

Dividends paid (41) (47) (49) (48) (47) PNet DPS 0.24 0.28 0.29 0.29 0.29
Net (acqu.)/disposals 0 0 0 0 0 BVPS (stated) 33.08 35.13 36.97 39.53 42.11

Change in equity (74) (120) (200) (200) (250) IIA
Other items 240 80 96 95 94 CValuation* 12/19 12/20E 12/21E 12/22E 12/23E

(Incr.)/decr. net debt 290 215 189 284 307 Market C (USD m) 6,139 7,119 7,119 7,119 7,119

MEV (EV, avg.) 6,737 7,716 7,716 7,025 6,730
Momentum 12/19 12/20E 12/21E 12/22E 12/23E NEV/Sales (core) 1.3 x 1.7 x 1.5 x 1.3 x 1.2 x

Sales growth -9.4% -5.0% 8.6% 6.5% 3.2% EV/EBITDA (core) 6.9 x 7.4 x 6.8 x 5.7 x 5.2 x

EBITDA growth -7.0% 12.1% 8.1% 9.1% 4.7% EV/EBIT (core) 12.6 x 13.2 x 12.6 x 10.3 x 9.4 x
EBIT growth -16.7% 13.2% 5.4% 10.6% 5.9% EV/OpFCF 17.8 x 14.9 x 13.5 x 10.4 x 8.9 x

Cash EPS -2.5% 11.8% 10.5% 11.4% 6.9% P/E 15.3 x 16.9 x 15.6 x 13.8 x 12.7 x Thomas Wadewitz - Analyst

EPS (UBS) -14.7% 11.7% 8.1% 13.2% 8.4% Dividend yield (net) 0.7% 0.7% 0.7% 0.7% 0.7% +1-212-713 6116
DPS (net) 0.1% 15.5% 5.0% 0.0% 0.0% P/BV (average) 1.0x 1.2x 1.1x 1.1x 1.0x thomas.wadewitz@ubs.com

KNX is a national transportation company with multiple 
service offerings, including dry van truckload, refrigerating 
trucking, and a mix of asset-light businesses such as 
brokerage. KNX has a fleet of ~4,700 tractors. In 2016, 
KNX had base revenue of $1,028m  ($1,118m including 
fuel), continuing net income of $94m, and EPS of 
$1.16/share.
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Lockheed Martin Corp (LMT US) Rating: Buy Price target/current (USD): 475 / 379.61 United States
Aerospace http://www.lmco.com

P&L (USD m) 12/19 12/20E 12/21E 12/22E 12/23E Bal Sheet (USD m) 12/19 12/20E 12/21E 12/22E 12/23E Lockheed Martin Corp (LMT US) vs S & P 500

Revenues 59,812 64,817 68,295 70,831 72,248 Net tangible fixed assets 6,591 7,357 7,943 8,212 8,508

EBITDA 9,734 9,865 10,682 11,345 11,219 Goodwill 10,604 10,604 10,604 10,604 10,604

EBIT 8,545 8,557 9,301 9,900 9,701 Other intangible assets 3,213 2,711 2,344 1,980 1,616

Profit before tax 7,241 8,122 8,834 9,668 9,643 Net working capital 2,859 3,237 3,346 3,279 3,371
Net income (stated) 6,230 6,757 7,376 8,073 8,052 Other fixed assets 0 0 0 0 0

Provisions (13,571) (13,359) (12,406) (10,554) (8,921)
Margins 12/19 12/20E 12/21E 12/22E 12/23E Total IC 17,857 18,099 18,427 18,265 18,289

EBITDA margin 16.3% 15.2% 15.6% 16.0% 15.5% Investments 0 0 0 0 0

EBIT margin 14.3% 13.2% 13.6% 14.0% 13.4% Net cash /(debt) (11,140) (8,415) (6,120) (5,699) (5,488)

EBIT ROIC 47.0% 47.6% 50.9% 54.0% 53.1% Others (13,571) (13,359) (12,406) (10,554) (8,921)

Net RoE 269.7% 141.9% 90.6% 73.5% 62.1% Minority interest 0 0 0 0 0
Interest cover (EBIT) 14.3x - - - - Shareholders equity 3,171 6,350 9,926 12,037 13,904

Dividend cover (EPS) 2.4x - - - -

Productivity 12/19 12/20E 12/21E 12/22E 12/23E

CF (USD m) 12/19 12/20E 12/21E 12/22E 12/23E Depreciation % of sales 2.0% 2.0% 2.0% 2.0% 2.1%

EBIT 8,545 8,557 9,301 9,900 9,701 Capex % of sales 2.5% 2.6% 2.3% 1.9% 2.0%

Depr./amortisation 1,189 1,308 1,381 1,445 1,518 Revenues to IC 3.3 x 3.6 x 3.7 x 3.9 x 4.0 x
Net change in WC (742) (796) (1,205) (1,889) (1,783) Net debt / total equity 351.3% 132.5% 61.7% 47.3% 39.5% Performance (%) 3m YTD 12m 3yr

Other (operating) 634 923 332 294 247 TNet debt / EBITDA 1.1x 0.9x 0.6x 0.5x 0.5x Absolute performance 2.1% -2.5% -2.2% 23.0%

Operating CF 9,626 9,992 9,809 9,749 9,683 GOODBS Relative to local index -2.5% -4.0% -10.8% -6%
Net interest (653) (600) (550) (540) (500) OPer Share (USD) 12/19 12/20E 12/21E 12/22E 12/23E Relative to UBS sector 7.6% 55.9% 60.8% 54%

Capex (1,484) (1,700) (1,600) (1,350) (1,450) NEPS (UBS adjusted) 22.09 24.09 26.47 29.45 29.96

Tax paid 0 0 0 0 0 OCash EPS 26.31 28.75 31.42 34.72 35.61

Dividends paid (2,556) (2,784) (3,021) (3,175) (3,398) PNet DPS 9.00 9.90 10.79 11.55 12.35
Net (acqu.)/disposals 0 0 0 0 0 BVPS (stated) 11.23 22.59 35.41 43.77 51.44

Change in equity (1,200) (983) (968) (2,976) (2,976) IIA
Other items (1,541) (1,199) (1,375) (1,287) (1,149) CValuation* 12/19 12/20E 12/21E 12/22E 12/23E

(Incr.)/decr. net debt 2,192 2,725 2,295 421 211 Market C (USD m) 109,922 106,291 106,291 106,291 106,291

MEV (EV, avg.) 125,704 119,402 115,939 112,729 110,780
Momentum 12/19 12/20E 12/21E 12/22E 12/23E NEV/Sales (core) 1.9 x 1.8 x 1.7 x 1.6 x 1.5 x

Sales growth 11.3% 8.4% 5.4% 3.7% 2.0% EV/EBITDA (core) 11.7 x 12.1 x 10.9 x 9.9 x 9.9 x

EBITDA growth 14.6% 1.3% 8.3% 6.2% -1.1% EV/EBIT (core) 13.3 x 14.0 x 12.5 x 11.4 x 11.4 x
EBIT growth 16.5% 0.1% 8.7% 6.4% -2.0% EV/OpFCF 13.3 x 13.4 x 11.9 x 13.5 x 13.4 x

Cash EPS 20.6% 9.3% 9.3% 10.5% 2.6% P/E 15.7 x 15.8 x 14.3 x 12.9 x 12.7 x Myles Walton, PhD, CFA - Analyst

EPS (UBS) 24.6% 9.0% 9.9% 11.3% 1.8% Dividend yield (net) 2.6% 2.6% 2.8% 3.0% 3.3% +1-617-439 8501
DPS (net) 9.8% 10.0% 9.0% 7.0% 7.0% P/BV (average) 30.9x 16.8x 10.7x 8.7x 7.4x myles.walton@ubs.com

Lockheed Martin is a global aerospace and defense 
company that designs and manufactures a broad portfolio 
of advanced technology and security-related products and 
services. The company's principal customers are agencies 
of the US Government, followed by International 
customers and US Commercial. The focus areas of the 
company include defense, space and intelligence, 
homeland security, information technology, and cyber 
security.
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Price rel. to S & P 500 ( rhs)

Lowe's Companies, Inc. (LOW US) Rating: Buy Price target/current (USD): 195 / 159.6 United States
Retailers, Broadline http://www.lowes.com

P&L (USD m) 01/20 01/21E 01/22E 01/23E 01/24E Bal Sheet (USD m) 01/20 01/21E 01/22E 01/23E 01/24E Lowe's Companies, Inc. (LOW US) vs S & P 500

Revenues 72,123 85,400 79,801 81,729 83,706 Net tangible fixed assets 18,669 18,969 18,810 18,565 18,313

EBITDA 7,988 10,842 11,215 11,731 12,433 Goodwill 0 0 0 0 0

EBIT 6,578 9,568 9,379 9,851 10,508 Other intangible assets 0 0 0 0 0

Profit before tax 5,887 8,721 8,543 9,015 9,667 Net working capital 1,983 3,069 2,550 2,575 2,599
Net income (stated) 4,281 6,565 6,476 6,851 7,347 Other fixed assets 5,112 5,118 5,141 5,166 5,191

Provisions 0 0 0 0 0
Margins 01/20 01/21E 01/22E 01/23E 01/24E Total IC 20,215 21,306 20,628 20,407 20,180

EBITDA margin 11.1% 12.7% 14.1% 14.4% 14.9% Investments 0 0 0 0 0

EBIT margin 9.1% 11.2% 11.8% 12.1% 12.6% Net cash /(debt) (18,615) (15,652) (15,755) (15,822) (15,282)

EBIT ROIC 33.4% 46.1% 44.7% 48.0% 51.8% Others 0 0 0 0 0

Net RoE 159.4% 165.5% 115.9% 135.5% 145.0% Minority interest 0 0 0 0 0
Interest cover (EBIT) 9.5x - - - - Shareholders equity 1,972 5,980 5,199 4,911 5,223

Dividend cover (EPS) 3.4x - - - -

Productivity 01/20 01/21E 01/22E 01/23E 01/24E

CF (USD m) 01/20 01/21E 01/22E 01/23E 01/24E Depreciation % of sales 2.0% 1.5% 2.3% 2.3% 2.3%

EBIT 6,578 9,568 9,379 9,851 10,508 Capex % of sales 2.1% 1.9% 2.1% 2.0% 2.0%

Depr./amortisation 1,410 1,273 1,835 1,880 1,925 Revenues to IC 3.7 x 4.1 x 3.8 x 4.0 x 4.1 x
Net change in WC (2,267) (254) 515 (28) (28) Net debt / total equity 944.0% 261.7% 303.1% 322.2% 292.6% Performance (%) 3m YTD 12m 3yr

Other (operating) 872 418 329 337 345 TNet debt / EBITDA 2.3x 1.4x 1.4x 1.3x 1.2x Absolute performance 18.9% 33.3% 43.8% 104.0%

Operating CF 6,593 11,006 12,059 12,040 12,750 GOODBS Relative to local index 13.4% 31.2% 31.2% 56%
Net interest (691) (847) (836) (836) (841) OPer Share (USD) 01/20 01/21E 01/22E 01/23E 01/24E Relative to UBS sector 6.2% 13.6% 18.9% 13%

Capex (1,484) (1,594) (1,676) (1,635) (1,674) NEPS (UBS adjusted) 5.78 8.77 9.05 10.30 11.82

Tax paid (1,412) (2,142) (2,067) (2,164) (2,320) OCash EPS 7.60 10.47 11.62 13.12 14.92

Dividends paid (1,618) (1,664) (1,583) (1,472) (1,376) PNet DPS 1.64 2.20 2.20 2.20 2.20
Net (acqu.)/disposals 163 22 0 0 0 BVPS (stated) 2.56 7.98 7.27 7.38 8.41

Change in equity (4,195) (883) (6,000) (6,000) (6,000) IIA
Other items (234) (934) 0 0 0 CValuation* 01/20 01/21E 01/22E 01/23E 01/24E

(Incr.)/decr. net debt (2,878) 2,963 (103) (67) 539 Market C (USD m) NA 120,179 120,179 120,179 120,179

MEV (EV, avg.) 136,986 135,675 135,634 135,425 134,725
Momentum 01/20 01/21E 01/22E 01/23E 01/24E NEV/Sales (core) 1.4 x 1.6 x 1.7 x 1.7 x 1.6 x

Sales growth 1.1% 18.4% -6.6% 2.4% 2.4% EV/EBITDA (core) 12.9 x 12.6 x 12.1 x 11.6 x 10.9 x

EBITDA growth 3.6% 35.7% 3.4% 4.6% 6.0% EV/EBIT (core) 15.6 x 14.3 x 14.5 x 13.8 x 12.9 x
EBIT growth 7.8% 45.5% -2.0% 5.0% 6.7% EV/OpFCF 15.4 x 14.3 x 13.7 x 13.0 x 12.2 x

Cash EPS 6.3% 37.7% 10.9% 13.0% 13.7% P/E 18.8 x 18.2 x 17.6 x 15.5 x 13.5 x Michael Lasser - Analyst

EPS (UBS) 11.9% 51.8% 3.2% 13.8% 14.8% Dividend yield (net) 1.5% 1.4% 1.4% 1.4% 1.4% +1-212-713 2440
DPS (net) 0.0% 34.1% 0.0% 0.0% 0.0% P/BV (average) 42.3x 20.0x 22.0x 21.6x 19.0x michael.lasser@ubs.com

Lowe's Companies, Inc. is the second largest home 
improvement retailer, operating more than 1,850 stores in 
the US, Mexico, and Canada. The company offers products 
and services for home improvement, home decor, home 
maintenance, home repair, and remodeling and 
maintenance of commercial buildings. The company serves 
retail and commercial business customers. 
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Morgan Stanley (MS US) Rating: Buy Price target/current (USD): 57 / 48.36 United States
Diversified Financial http://www.msdw.com

P&L (USD m) 12/19 12/20E 12/21E 12/22E 12/23E Capital dynamics 12/19 12/20E 12/21E 12/22E 12/23E Morgan Stanley (MS US) vs S & P 500

NII 4,694 5,861 5,774 6,051 6,255 RWAs (USD m) 382,496 431,315 440,006 448,806 457,782

Other Incomes 36,725 37,672 37,097 38,328 41,050 Tier one capital (USD m) 73,443 71,758 73,436 75,769 78,652

Total revenues 41,419 43,532 42,871 44,379 47,305 Total capital (USD m) 82,423 90,094 91,772 94,105 96,988

PTP 11,301 11,686 11,603 12,477 13,417 Tier one ratio 19.2 16.6 16.7 16.9 17.2
Net Income (reported) 8,512 8,363 8,416 9,097 9,828 Capital ratio 21.5 20.9 20.9 21.0 21.2

Margins 12/19 12/20E 12/21E 12/22E 12/23E

Net interest margin 0.5 0.6 0.6 0.6 0.6
RoAdjE 11.8 10.8 10.3 10.8 11.3 Productivity 12/19 12/20E 12/21E 12/22E 12/23E

RoRWA 2.3 2.1 2.0 2.1 2.2 Cost income ratio 72.7 73.2 72.9 71.9 71.6
RoA 1.1 1.0 0.9 0.9 1.0 Cash cost income ratio 72.7 73.2 72.9 71.9 71.6

Bal Sheet (USD m) 12/19 12/20E 12/21E 12/22E 12/23E

Common equity 73,029 81,171 82,849 85,182 88,065

Year end total assets 895,429 993,983 1,034,342 1,075,716 1,118,745 Per Share (USD) 12/19 12/20E 12/21E 12/22E 12/23E

Net customer loans 0 0 0 0 0 OPS (ex. Goodwill) 6.9 7.5 7.6 9.3 10.8 Performance (%) 3m YTD 12m 3yr

Tot. customer deposits 190,356 241,610 251,420 261,629 272,252 TEPS (stated) 5.3 5.4 5.6 6.9 8.0 Absolute performance 1.0% -5.4% 10.7% 0.3%

Shareholders funds 82,697 91,055 92,733 94,850 97,953 GEPS (UBS adjusted) 5.2 5.3 5.5 6.8 7.9 Relative to local index -3.6% -6.8% 1.0% -24%

ODPS 1.3 1.4 1.4 1.5 1.6 Relative to UBS sector 1.9% -0.2% 8.8% -28%

NBVPS 44.0 51.2 56.1 60.7 62.5

Asset quality 12/19 12/20E 12/21E 12/22E 12/23E OTHASS

NPAs (USD m) NA NA NA NA 0 PROVBL
Risk reserves (USD m) NA 0 0 0 0

NPLs : loans (USD m) NA NA NA NA 0 IIA
NPA/Shareholders funds NA NA NA NA 0.0 CValuation* 12/19 12/20E 12/21E 12/22E 12/23E

Market C (USD m) 84,808 76,215 76,215 76,215 76,215

MP/BV 1.0 x 0.9 x 0.9 x 0.8 x 0.8 x
Momentum 12/19 12/20E 12/21E 12/22E 12/23E NP/E (reported) 8.4 x 8.9 x 8.7 x 7.0 x 6.0 x

Revenue growth 3.3% 5.1% -1.5% 3.5% 6.6% P/E (UBS adjusted) 8.5 x 9.0 x 8.8 x 7.1 x 6.1 x

NII growth 23.3% 24.9% -1.5% 4.8% 3.4% Dividend yield (% net) 2.9 2.9 2.9 3.1 3.4
PTP growth 0.6% 3.4% -0.7% 7.5% 7.5% Market cap./Revenues 2.0 x 1.8 x 1.8 x 1.7 x 1.6 x

Net Income growth 3.5% -1.7% 0.6% 8.1% 8.0% Brennan Hawken, CPA - Analyst

EPS (UBS) growth 9.7% 3.1% 2.9% 23.8% 16.4% +1-212-713 9439
DPS (net) growth 23.8% 7.7% 0.0% 8.0% 8.0% brennan.hawken@ubs.com

Morgan Stanley is a leading global financial services firm 
providing a wide range of investment banking, securities, 
and investment management services. The firm's wealth 
management operations employ roughly 16,000 global 
representatives and oversee more than $2 trillion in client 
assets. Further, Morgan Stanley's asset management 
operations have roughly $400 billion in assets under 
management or supervision, catering primarily to 
institutional investors.
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NextEra Energy Inc (NEE US) Rating: Buy Price target/current (USD): 312 / 276.2 United States
Electric Utilities http://www.fplgroup.com

P&L (USD m) 12/19 12/20E 12/21E 12/22E 12/23E Bal Sheet (USD m) 12/19 12/20E 12/21E 12/22E 12/23E NextEra Energy Inc (NEE US) vs S & P 500

Revenues 19,205 19,556 20,266 21,743 22,781 Net tangible fixed assets 82,854 89,589 95,502 100,928 105,439

EBITDA 9,557 9,807 10,693 11,726 12,595 Goodwill 0 0 0 0 0

EBIT 5,648 5,517 6,071 6,762 7,300 Other intangible assets 0 0 0 0 0

Profit before tax 4,131 4,376 4,770 5,279 5,713 Net working capital (359) (791) (709) (764) (701)
Net income (stated) 3,768 3,729 4,866 5,215 5,560 Other fixed assets 20,783 20,783 20,783 20,783 20,783

Provisions 0 0 0 0 0
Margins 12/19 12/20E 12/21E 12/22E 12/23E Total IC 79,090 84,935 90,922 96,085 100,648

EBITDA margin 49.8% 50.1% 52.8% 53.9% 55.3% Investments 0 0 0 0 0

EBIT margin 29.4% 28.2% 30.0% 31.1% 32.0% Net cash /(debt) (43,734) (48,809) (54,209) (58,418) (61,968)

EBIT ROIC 7.6% 6.7% 6.9% 7.2% 7.4% Others 0 0 0 0 0

Net RoE 11.1% 11.4% 12.2% 12.8% 13.3% Minority interest (3,269) (3,269) (3,269) (3,269) (3,269)
Interest cover (EBIT) 2.9x - - - - Shareholders equity 38,835 39,605 40,192 41,146 42,159

Dividend cover (EPS) 1.4x - - - -

Productivity 12/19 12/20E 12/21E 12/22E 12/23E

CF (USD m) 12/19 12/20E 12/21E 12/22E 12/23E Depreciation % of sales 20.4% 21.9% 22.8% 22.8% 23.2%

EBIT 5,648 5,517 6,071 6,762 7,300 Capex % of sales 62.7% 54.3% 50.0% 45.9% 41.3%

Depr./amortisation 3,909 4,291 4,622 4,964 5,294 Revenues to IC 0.3 x 0.2 x 0.2 x 0.2 x 0.2 x
Net change in WC 0 0 0 0 0 Net debt / total equity 103.9% 113.8% 124.7% 131.5% 136.4% Performance (%) 3m YTD 12m 3yr

Other (operating) (355) (191) (1,233) (911) (862) TNet debt / EBITDA 4.6x 5.0x 5.1x 5.0x 4.9x Absolute performance 13.6% 14.1% 22.4% 88.7%

Operating CF 9,201 9,616 9,459 10,815 11,733 GOODBS Relative to local index 8.4% 12.3% 11.6% 44%
Net interest (2,249) (1,907) (2,126) (2,351) (2,508) OPer Share (USD) 12/19 12/20E 12/21E 12/22E 12/23E Relative to UBS sector 11.1% 26.1% 33.9% 61%

Capex (12,050) (10,625) (10,135) (9,990) (9,405) NEPS (UBS adjusted) 8.38 9.14 9.91 10.62 11.32

Tax paid (782) (750) (766) (926) (1,015) OCash EPS 16.44 17.88 19.32 20.73 22.10

Dividends paid (2,380) (2,768) (3,045) (3,350) (3,685) PNet DPS 4.88 5.60 6.16 6.78 7.45
Net (acqu.)/disposals 0 0 0 0 0 BVPS (stated) 80.57 80.65 81.85 83.79 85.85

Change in equity 1,500 0 0 0 0 IIA
Other items 738 1,359 1,213 1,592 1,330 CValuation* 12/19 12/20E 12/21E 12/22E 12/23E

(Incr.)/decr. net debt (6,022) (5,075) (5,400) (4,209) (3,550) Market C (USD m) 116,721 135,890 135,890 135,890 135,890

MEV (EV, avg.) 153,965 178,683 183,920 188,725 188,725
Momentum 12/19 12/20E 12/21E 12/22E 12/23E NEV/Sales (core) 7.1 x 9.1 x 9.1 x 8.7 x 8.3 x

Sales growth 15.1% 1.8% 3.6% 7.3% 4.8% EV/EBITDA (core) 14.4 x 18.2 x 17.2 x 16.1 x 15.0 x

EBITDA growth 16.9% 2.6% 9.0% 9.7% 7.4% EV/EBIT (core) 24.3 x 32.4 x 30.3 x 27.9 x 25.9 x
EBIT growth 32.4% -2.3% 10.1% 11.4% 8.0% EV/OpFCF 24.3 x 32.4 x 30.3 x 27.9 x 25.9 x

Cash EPS 2.7% 8.8% 8.1% 7.3% 6.6% P/E 24.8 x 30.2 x 27.9 x 26.0 x 24.4 x Daniel Ford, CFA - Analyst

EPS (UBS) 8.0% 9.1% 8.4% 7.2% 6.6% Dividend yield (net) 2.4% 2.0% 2.2% 2.5% 2.7% +1-212-713-2224
DPS (net) 10.0% 14.7% 10.0% 10.0% 10.0% P/BV (average) 2.6x 3.4x 3.4x 3.3x 3.2x dan.ford@ubs.com

NextEra Energy is a leading clean energy provider with 
approximately 46,000 megawatts of generating capacity, 
composed principally of renewable, emission-free nuclear, 
and gas-fired. NEE operates Florida Power & Light (FPL) and 
NextEra Energy Resources (NEER). FPL is a regulated 
electric utility serving approximately 5 million customers in 
Florida. NEER is the world's largest generator of renewable 
wind and solar energy. NEE also owns 100% of the general 
partner and majority stake of the limited partner shares of 
NextEra Energy Partners, LP (NEP), a publicly-traded 
yieldco.

0%
100%
200%
300%
400%
500%
600%
700%
800%
900%
1000%

0

50

100

150

200

250

300

350

Au
g-1

6

De
c-1

6

Ap
r-1

7

Au
g-1

7

De
c-1

7

Ap
r-1

8

Au
g-1

8

De
c-1

8

Ap
r-1

9

Au
g-1

9

De
c-1

9

Ap
r-2

0

Au
g-2

0
Closing price NEE US (lhs)

Price rel. to S & P 500 ( rhs)



 

 Thematic Stock Ideas   23 September 2020 

 

 34 

 
 
 

 
  

NVIDIA Corp (NVDA US) Rating: Buy Price target/current (USD): 625 / 500.69 United States
Semiconductors http://www.nvidia.com

P&L (USD m) 01/20 01/21E 01/22E 01/23E 01/24E Bal Sheet (USD m) 01/20 01/21E 01/22E 01/23E 01/24E NVIDIA Corp (NVDA US) vs S & P 500

Revenues 10,918 15,694 18,316 21,626 24,568 Net tangible fixed assets 1,674 1,641 2,481 3,121 3,761

EBITDA 4,116 7,549 7,752 9,716 11,461 Goodwill 618 4,193 4,193 4,193 4,193

EBIT 3,735 6,230 7,592 9,556 11,301 Other intangible assets 49 2,854 2,854 2,854 2,854

Profit before tax 3,860 6,090 7,372 9,336 11,081 Net working capital 1,009 1,608 1,906 2,906 3,258
Net income (stated) 2,795 3,682 4,841 6,419 7,725 Other fixed assets 0 0 0 0 0

Provisions 0 0 0 0 0
Margins 01/20 01/21E 01/22E 01/23E 01/24E Total IC 2,014 8,400 9,538 11,178 12,170

EBITDA margin 37.7% 48.1% 42.3% 44.9% 46.7% Investments 0 0 0 0 0

EBIT margin 34.2% 39.7% 41.4% 44.2% 46.0% Net cash /(debt) 8,906 5,120 5,825 9,148 14,588

EBIT ROIC 142.2% 119.6% 84.6% 92.3% 96.8% Others 0 0 0 0 0

Net RoE 33.2% 42.0% 43.7% 45.0% 40.8% Minority interest 0 0 0 0 0
Interest cover (EBIT) - - - - - Shareholders equity 12,204 15,008 16,851 21,815 28,245

Dividend cover (EPS) 7.2x - - - -

Productivity 01/20 01/21E 01/22E 01/23E 01/24E

CF (USD m) 01/20 01/21E 01/22E 01/23E 01/24E Depreciation % of sales 3.5% 8.4% 0.9% 0.7% 0.7%

EBIT 3,735 6,230 7,592 9,556 11,301 Capex % of sales 4.5% 5.5% 5.5% 3.7% 3.3%

Depr./amortisation 381 1,319 160 160 160 Revenues to IC 4.2 x 3.0 x 2.0 x 2.1 x 2.1 x
Net change in WC 718 (284) 57 (165) 484 Net debt / total equity -73.0% -34.1% -34.6% -41.9% -51.6% Performance (%) 3m YTD 12m 3yr

Other (operating) 867 1,435 1,930 2,122 2,338 TNet debt / EBITDA -2.2x -0.7x -0.8x -0.9x -1.3x Absolute performance 32.5% 112.8% 189.9% 179.7%

Operating CF 5,701 8,700 9,739 11,672 14,283 GOODBS Relative to local index 26.4% 109.5% 164.4% 113%
Net interest 125 (140) (220) (220) (220) OPer Share (USD) 01/20 01/21E 01/22E 01/23E 01/24E Relative to UBS sector 19.8% 83.5% 111.5% 53%

Capex (488) (857) (1,000) (800) (800) NEPS (UBS adjusted) 5.87 9.34 11.65 14.89 17.92

Tax paid (5) (5) (5) (5) (5) OCash EPS 6.50 11.50 11.92 15.16 18.20

Dividends paid (390) (409) (472) (532) (587) PNet DPS 0.64 0.67 0.79 0.91 1.03
Net (acqu.)/disposals 0 0 0 0 0 BVPS (stated) 19.94 24.56 28.17 37.33 49.51

Change in equity 61 (1,982) (3,880) (3,880) (3,880) IIA
Other items (1,532) (9,092) (3,457) (2,912) (3,351) CValuation* 01/20 01/21E 01/22E 01/23E 01/24E

(Incr.)/decr. net debt 3,472 (3,786) 705 3,324 5,439 Market C (USD m) NA 308,425 308,425 308,425 308,425

MEV (EV, avg.) 299,928 299,924 299,924 299,924 299,924
Momentum 01/20 01/21E 01/22E 01/23E 01/24E NEV/Sales (core) 9.5 x 19.1 x 16.4 x 13.9 x 12.2 x

Sales growth -6.8% 43.7% 16.7% 18.1% 13.6% EV/EBITDA (core) 25.2 x 39.7 x 38.7 x 30.9 x 26.2 x

EBITDA growth -11.7% 83.4% 2.7% 25.3% 18.0% EV/EBIT (core) 27.8 x 48.1 x 39.5 x 31.4 x 26.5 x
EBIT growth -15.3% 66.8% 21.9% 25.9% 18.3% EV/OpFCF 28.6 x 44.8 x 44.4 x 33.6 x 28.1 x

Cash EPS -10.1% 77.0% 3.6% 27.2% 20.0% P/E 31.1 x 53.6 x 43.0 x 33.6 x 27.9 x Timothy Arcuri - Analyst

EPS (UBS) -13.8% 59.1% 24.7% 27.8% 20.4% Dividend yield (net) 0.3% 0.1% 0.2% 0.2% 0.2% +1-415-352 5676
DPS (net) 5.0% 4.7% 17.9% 15.2% 13.2% P/BV (average) 9.2x 20.4x 17.8x 13.4x 10.1x timothy.arcuri@ubs.com

NVIDIA Corp. designs and manufactures graphics 
processing units, add-in boards, and related low-level 
software.  Its Graphics Processing Unit segment includes 
sales of the company's GeForce discrete and chipset 
products for high end video games and professional 
graphics workstations, and the company's Tesla 
Accelerator cards for data center customers. The Tegra 
Processors segment provides processors that enable 
embedded computer vision applications in automotive 
video surveillance end markets, as well as deliver 
multimedia experiences on mobile gaming platforms, while 
consuming minimal power.
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Polaris Inc (PII US) Rating: Buy Price target/current (USD): 117 / 87.87 United States
Recreational Products & Services http://www.polaris.com/en-us/

P&L (USD m) 12/19 12/20E 12/21E 12/22E 12/23E Bal Sheet (USD m) 12/19 12/20E 12/21E 12/22E 12/23E Polaris Inc (PII US) vs S & P 500

Revenues 6,783 6,988 7,087 7,512 7,756 Net tangible fixed assets 900 862 848 867 897

EBITDA 669 716 723 815 913 Goodwill 1,490 1,092 1,092 1,092 1,092

EBIT 435 475 499 603 705 Other intangible assets 0 0 0 0 0

Profit before tax 501 541 570 682 783 Net working capital 144 (99) (166) (172) (191)
Net income (stated) 398 430 454 542 623 Other fixed assets 303 391 391 391 391

Provisions 0 0 0 0 0
Margins 12/19 12/20E 12/21E 12/22E 12/23E Total IC 2,583 1,943 1,792 1,723 1,655

EBITDA margin 9.9% 10.3% 10.2% 10.8% 11.8% Investments 0 0 0 0 0

EBIT margin 6.4% 6.8% 7.0% 8.0% 9.1% Net cash /(debt) (1,571) (990) (785) (578) (301)

EBIT ROIC 16.8% 21.0% 26.7% 34.3% 41.7% Others 0 0 0 0 0

Net RoE 39.9% 40.1% 43.1% 47.3% 47.1% Minority interest 0 0 0 0 0
Interest cover (EBIT) 9.1x - - - - Shareholders equity 1,122 1,026 1,079 1,217 1,426

Dividend cover (EPS) 2.8x - - - -

Productivity 12/19 12/20E 12/21E 12/22E 12/23E

CF (USD m) 12/19 12/20E 12/21E 12/22E 12/23E Depreciation % of sales 3.5% 3.5% 3.2% 2.8% 2.7%

EBIT 435 475 499 603 705 Capex % of sales 3.7% 2.7% 3.0% 3.1% 3.1%

Depr./amortisation 235 241 224 212 208 Revenues to IC 2.6 x 3.1 x 3.8 x 4.3 x 4.6 x
Net change in WC 58 237 70 20 27 Net debt / total equity 140.1% 96.5% 72.8% 47.5% 21.1% Performance (%) 3m YTD 12m 3yr

Other (operating) 35 (43) 50 52 55 TNet debt / EBITDA 2.3x 1.4x 1.1x 0.7x 0.3x Absolute performance -7.9% -13.6% -0.4% -18.2%

Operating CF 762 911 843 887 994 GOODBS Relative to local index -12.1% -14.9% -9.1% -38%
Net interest (78) (62) (49) (46) (45) OPer Share (USD) 12/19 12/20E 12/21E 12/22E 12/23E Relative to UBS sector -6.5% 105.8% 114.8% 114%

Capex (251) (191) (210) (231) (238) NEPS (UBS adjusted) 6.49 6.93 7.26 8.78 10.22

Tax paid (5) (12) 0 0 0 OCash EPS 10.30 10.82 10.84 12.22 13.63

Dividends paid (149) (154) (158) (159) (165) PNet DPS 2.44 2.48 2.53 2.58 2.71
Net (acqu.)/disposals (2) 0 0 0 0 BVPS (stated) 18.22 16.52 17.25 19.70 23.39

Change in equity (8) (49) (242) (245) (248) IIA
Other items (39) 138 20 2 (20) CValuation* 12/19 12/20E 12/21E 12/22E 12/23E

(Incr.)/decr. net debt 230 582 205 207 277 Market C (USD m) 6,261 5,413 5,413 5,413 5,413

MEV (EV, avg.) 7,837 6,621 6,228 6,022 5,780
Momentum 12/19 12/20E 12/21E 12/22E 12/23E NEV/Sales (core) 1.0 x 0.9 x 0.9 x 0.8 x 0.7 x

Sales growth 11.5% 3.0% 1.4% 6.0% 3.2% EV/EBITDA (core) 10.6 x 9.2 x 8.6 x 7.4 x 6.3 x

EBITDA growth 0.5% 7.0% 0.9% 12.7% 12.0% EV/EBIT (core) 16.3 x 13.9 x 12.5 x 10.0 x 8.2 x
EBIT growth -4.4% 9.3% 4.9% 20.9% 16.9% EV/OpFCF 11.7 x 10.1 x 9.4 x 8.0 x 6.8 x

Cash EPS 2.1% 5.0% 0.2% 12.7% 11.5% P/E 13.9 x 12.7 x 12.1 x 10.0 x 8.6 x Robin Farley - Analyst

EPS (UBS) -3.4% 6.9% 4.6% 21.1% 16.3% Dividend yield (net) 2.7% 2.8% 2.9% 2.9% 3.1% +1-212-713 2060
DPS (net) 1.7% 1.6% 2.0% 2.0% 5.0% P/BV (average) 4.9x 5.3x 5.1x 4.5x 3.8x robin.farley@ubs.com

Polaris Industries Inc. is a leading manufacturer of 
powersports products, having evolved from a snowmobile 
manufacturer since 1954, into a leading manufacturer of 
all-terrain recreational and utility off-road vehicles (ORVs) 
that include ATVs and side-by-sides, snowmobiles, and on-
road vehicles such as motorcycles (with a presence in the 
heavyweight cruiser and touring motorcycle markets) and 
small vehicles (including small electric/hybrid powered 
vehicles). Off-road vehicles make up close to 50-60% of 
PII's top line.
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Quanta Services (PWR US) Rating: Buy Price target/current (USD): 61 / 49.22 United States
Heavy Construction http://www.quantaservices.com/

P&L (USD m) 12/19 12/20E 12/21E 12/22E 12/23E Bal Sheet (USD m) 12/19 12/20E 12/21E 12/22E 12/23E Quanta Services (PWR US) vs S & P 500

Revenues 12,111 11,275 11,984 12,424 12,882 Net tangible fixed assets 1,387 1,364 1,398 1,434 1,471

EBITDA 835 877 1,088 1,128 1,170 Goodwill 2,436 2,372 2,311 2,277 2,209

EBIT 555 595 803 862 861 Other intangible assets 0 0 0 0 0

Profit before tax 572 553 765 820 819 Net working capital 1,478 1,250 1,451 1,483 1,535
Net income (stated) 492 482 572 616 625 Other fixed assets 678 662 662 662 662

Provisions 0 0 0 0 0
Margins 12/19 12/20E 12/21E 12/22E 12/23E Total IC 5,256 4,885 5,059 5,093 5,115

EBITDA margin 6.9% 7.8% 9.1% 9.1% 9.1% Investments 0 0 0 0 0

EBIT margin 4.6% 5.3% 6.7% 6.9% 6.7% Net cash /(debt) (1,202) (710) (512) (130) 274

EBIT ROIC 11.2% 11.7% 16.2% 17.0% 16.9% Others 0 0 0 0 0

Net RoE 12.9% 11.7% 13.1% 13.0% 12.1% Minority interest (4) (4) (4) (4) (4)
Interest cover (EBIT) 17.0x - - - - Shareholders equity 4,050 4,171 4,543 4,960 5,385

Dividend cover (EPS) - - - - -

Productivity 12/19 12/20E 12/21E 12/22E 12/23E

CF (USD m) 12/19 12/20E 12/21E 12/22E 12/23E Depreciation % of sales 2.3% 2.5% 2.4% 2.1% 2.4%

EBIT 555 595 803 862 861 Capex % of sales 1.9% 1.7% 2.2% 2.2% 2.2%

Depr./amortisation 280 282 285 267 309 Revenues to IC 2.4 x 2.2 x 2.4 x 2.4 x 2.5 x
Net change in WC (157) 257 (200) (32) (52) Net debt / total equity 29.7% 17.0% 11.3% 2.6% -5.1% Performance (%) 3m YTD 12m 3yr

Other (operating) (1) (1) 0 0 0 TNet debt / EBITDA 1.4x 0.8x 0.5x 0.1x -0.2x Absolute performance 24.6% 20.9% 30.9% 32.6%

Operating CF 678 1,133 888 1,096 1,118 GOODBS Relative to local index 18.9% 19.1% 19.4% 1%
Net interest (66) (35) (27) (30) (30) OPer Share (USD) 12/19 12/20E 12/21E 12/22E 12/23E Relative to UBS sector 21.4% 35.5% 41.0% 35%

Capex (231) (189) (259) (269) (278) NEPS (UBS adjusted) 3.38 3.43 4.21 4.67 4.89

Tax paid 0 0 0 0 0 OCash EPS 5.30 5.44 6.30 6.70 7.30

Dividends paid 0 0 0 0 0 PNet DPS 0.00 0.00 0.00 0.00 0.00
Net (acqu.)/disposals (388) (24) 0 0 0 BVPS (stated) 28.46 29.68 33.43 37.61 42.11

Change in equity (43) (265) (200) (200) (200) IIA
Other items (125) (128) (205) (216) (206) CValuation* 12/19 12/20E 12/21E 12/22E 12/23E

(Incr.)/decr. net debt (175) 493 197 382 404 Market C (USD m) 5,793 6,775 6,775 6,775 6,775

MEV (EV, avg.) 6,999 7,488 7,291 6,909 6,505
Momentum 12/19 12/20E 12/21E 12/22E 12/23E NEV/Sales (core) 0.6 x 0.7 x 0.6 x 0.6 x 0.5 x

Sales growth 8.4% -6.9% 6.3% 3.7% 3.7% EV/EBITDA (core) 8.1 x 8.5 x 6.7 x 6.1 x 5.6 x

EBITDA growth 5.2% 5.0% 24.1% 3.7% 3.7% EV/EBIT (core) 12.1 x 12.6 x 9.1 x 8.0 x 7.6 x
EBIT growth 1.4% 7.2% 35.1% 7.2% -0.1% EV/OpFCF 11.7 x 11.3 x 8.8 x 8.0 x 7.3 x

Cash EPS 19.4% 2.6% 15.9% 6.2% 9.1% P/E 11.1 x 14.3 x 11.7 x 10.5 x 10.1 x Steven Fisher, CFA - Analyst

EPS (UBS) 19.4% 1.6% 22.6% 11.1% 4.6% Dividend yield (net) 0.0% 0.0% 0.0% 0.0% 0.0% +1-212-713 8634
DPS (net) - - - - - P/BV (average) 1.3x 1.7x 1.5x 1.3x 1.2x steven.fisher@ubs.com

Quanta Services provides design, engineering, project 
management, installation, upgrade, repair, and 
maintenance services for infrastructure within each of the 
industries it serves, including electricity transmission and 
distribution, substations, renewable energy facilities, 
natural gas and oil transmission and distribution, and 
communications. It reports two segments: Electric Power 
Services, and Oil & Gas Infrastructure. It has primary 
operations in the US and Canada, with some exposure to 
Australia and Latin America. Quanta has a workforce of 
approximately 33,000.
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S&P Global (SPGI US) Rating: Buy Price target/current (USD): 418 / 350.89 United States
Diversified Financial http://www.mcgraw-hill.com

P&L (USD m) 12/19 12/20E 12/21E 12/22E 12/23E Bal Sheet (USD m) 12/19 12/20E 12/21E 12/22E 12/23E S&P Global (SPGI US) vs S & P 500

Revenues 6,699 7,165 7,601 8,165 8,697 Net tangible fixed assets 320 281 234 187 142

EBITDA 3,564 3,995 4,292 4,674 5,043 Goodwill 3,575 3,700 3,700 3,700 3,700

EBIT 3,360 3,793 4,090 4,472 4,841 Other intangible assets 1,424 1,368 1,279 1,191 1,105

Profit before tax 2,930 3,524 3,786 4,168 4,537 Net working capital (1,295) (1,323) (1,273) (1,223) (1,173)
Net income (stated) 2,352 2,652 2,698 2,969 3,226 Other fixed assets 0 0 0 0 0

Provisions (259) (260) (260) (260) (260)
Margins 12/19 12/20E 12/21E 12/22E 12/23E Total IC 2,780 2,842 2,756 2,672 2,591

EBITDA margin 53.2% 55.8% 56.5% 57.2% 58.0% Investments 1,317 1,240 1,240 1,240 1,240

EBIT margin 50.2% 52.9% 53.8% 54.8% 55.7% Net cash /(debt) (1,034) (681) (201) 325 867

EBIT ROIC 103.8% 134.9% 146.1% 164.8% 184.0% Others (259) (260) (260) (260) (260)

Net RoE 385.6% 416.3% 299.5% 227.0% 184.4% Minority interest (2,268) (2,403) (2,403) (2,403) (2,403)
Interest cover (EBIT) 25.3x - - - - Shareholders equity 536 738 1,132 1,574 2,035

Dividend cover (EPS) 4.1x - - - -

Productivity 12/19 12/20E 12/21E 12/22E 12/23E

CF (USD m) 12/19 12/20E 12/21E 12/22E 12/23E Depreciation % of sales 3.0% 2.8% 2.7% 2.5% 2.3%

EBIT 3,360 3,793 4,090 4,472 4,841 Capex % of sales 1.7% 0.9% 0.9% 0.8% 0.8%

Depr./amortisation 204 202 202 202 202 Revenues to IC 2.1 x 2.5 x 2.7 x 3.0 x 3.3 x
Net change in WC (284) 56 (50) (50) (50) Net debt / total equity 36.9% 21.7% 5.7% -8.2% -19.5% Performance (%) 3m YTD 12m 3yr

Other (operating) 449 324 312 341 373 TNet debt / EBITDA 0.3x 0.2x 0.0x -0.1x -0.2x Absolute performance 6.8% 28.5% 38.8% 123.8%

Operating CF 3,729 4,375 4,554 4,965 5,365 GOODBS Relative to local index 1.9% 26.5% 26.6% 71%
Net interest (141) (150) (152) (152) (152) OPer Share (USD) 12/19 12/20E 12/21E 12/22E 12/23E Relative to UBS sector 4.1% 31.0% 31.8% 55%

Capex (115) (63) (66) (68) (71) NEPS (UBS adjusted) 9.58 11.03 12.00 13.63 15.38

Tax paid (628) (767) (852) (938) (1,021) OCash EPS 10.41 11.88 12.87 14.52 16.32

Dividends paid (703) (848) (936) (1,019) (1,104) PNet DPS 2.28 2.68 3.00 3.36 3.77
Net (acqu.)/disposals (91) (185) 0 0 0 BVPS (stated) 2.18 3.09 4.92 6.86 9.41

Change in equity (1,266) (1,570) (1,681) (1,849) (2,034) IIA
Other items (133) (439) (387) (413) (442) CValuation* 12/19 12/20E 12/21E 12/22E 12/23E

(Incr.)/decr. net debt 652 353 480 526 542 Market C (USD m) 67,061 84,880 84,880 84,880 84,880

MEV (EV, avg.) 69,407 85,684 85,177 84,569 83,893
Momentum 12/19 12/20E 12/21E 12/22E 12/23E NEV/Sales (core) 8.9 x 12.0 x 11.2 x 10.4 x 9.6 x

Sales growth 7.0% 7.0% 6.1% 7.4% 6.5% EV/EBITDA (core) 16.7 x 21.4 x 19.8 x 18.1 x 16.6 x

EBITDA growth 8.9% 12.1% 7.4% 8.9% 7.9% EV/EBIT (core) 17.7 x 22.6 x 20.8 x 18.9 x 17.3 x
EBIT growth 9.5% 12.9% 7.8% 9.4% 8.2% EV/OpFCF 17.1 x 21.9 x 20.2 x 18.4 x 16.9 x

Cash EPS 10.2% 14.0% 8.3% 12.9% 12.3% P/E 24.1 x 31.8 x 29.2 x 25.7 x 22.8 x Alex Kramm, CFA - Analyst

EPS (UBS) 11.0% 15.2% 8.8% 13.6% 12.9% Dividend yield (net) 1.0% 0.8% 0.9% 1.0% 1.1% +1-212-713 4060
DPS (net) 14.0% 17.5% 12.0% 12.0% 12.0% P/BV (average) 105.8x 113.6x 71.3x 51.1x 37.3x alex.kramm@ubs.com

S&P Global provides information products and services to 
the financial and commodities markets. Businesses include: 
S&P Ratings - a leading credit ratings agency; S&P Indices - 
the largest domestic index provider; Market Intelligence, a 
provider of market data and analytics; and Platts, a 
provider of data to the commodities markets.
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ServiceNow Inc (NOW US) Rating: Buy Price target/current (USD): 511 / 461.88 United States
Software http://www.servicenow.com

P&L (USD m) 12/19 12/20E 12/21E 12/22E 12/23E Bal Sheet (USD m) 12/19 12/20E 12/21E 12/22E 12/23E ServiceNow Inc (NOW US) vs S & P 500

Revenues 3,460 4,406 5,445 6,839 8,656 Net tangible fixed assets 871 1,145 1,365 1,607 1,859

EBITDA 992 1,388 1,724 2,293 2,994 Goodwill 0 0 0 0 0

EBIT 740 1,059 1,350 1,796 2,394 Other intangible assets 0 0 0 0 0

Profit before tax 798 1,107 1,432 1,908 2,551 Net working capital (1,617) (2,012) (2,729) (3,471) (4,376)
Net income (stated) 627 59 2 105 279 Other fixed assets 1,312 1,412 1,512 1,629 1,767

Provisions 0 0 0 0 0
Margins 12/19 12/20E 12/21E 12/22E 12/23E Total IC 118 14 (414) (849) (1,425)

EBITDA margin 28.7% 31.5% 31.7% 33.5% 34.6% Investments 0 0 0 0 0

EBIT margin 21.4% 24.0% 24.8% 26.3% 27.7% Net cash /(debt) 996 2,175 3,658 5,558 8,105

EBIT ROIC -785.1% 1601.4% -673.9% -284.4% -210.7% Others 0 0 0 0 0

Net RoE 39.9% 34.8% 32.8% 32.1% 31.5% Minority interest 0 0 0 0 0
Interest cover (EBIT) - - - - - Shareholders equity 2,128 2,966 4,021 5,486 7,458

Dividend cover (EPS) - - - - -

Productivity 12/19 12/20E 12/21E 12/22E 12/23E

CF (USD m) 12/19 12/20E 12/21E 12/22E 12/23E Depreciation % of sales 7.3% 7.5% 6.9% 7.3% 6.9%

EBIT 740 1,059 1,350 1,796 2,394 Capex % of sales 9.8% 6.6% 6.7% 6.4% 6.1%

Depr./amortisation 252 329 374 497 600 Revenues to IC -36.7 x 66.7 x -27.2 x -10.8 x -7.6 x
Net change in WC 78 132 373 314 381 Net debt / total equity -46.8% -73.3% -91.0% -101.3% -108.7% Performance (%) 3m YTD 12m 3yr

Other (operating) 279 1,059 1,299 1,621 2,016 TNet debt / EBITDA -1.0x -1.6x -2.1x -2.4x -2.7x Absolute performance 15.2% 63.6% 70.3% 298.8%

Operating CF 1,349 2,579 3,396 4,228 5,391 GOODBS Relative to local index 9.9% 61.1% 55.3% 204%
Net interest 58 48 82 112 156 OPer Share (USD) 12/19 12/20E 12/21E 12/22E 12/23E Relative to UBS sector 9.4% 25.1% 18.4% 66%

Capex (265) (285) (365) (438) (528) NEPS (UBS adjusted) 3.47 4.61 5.78 7.57 10.06

Tax paid 0 0 0 0 0 OCash EPS 4.82 6.32 7.66 10.04 13.01

Dividends paid 0 0 0 0 0 PNet DPS 0.00 0.00 0.00 0.00 0.00
Net (acqu.)/disposals (7) (83) 0 0 0 BVPS (stated) 11.31 15.43 20.27 27.21 36.76

Change in equity (302) (248) (200) (200) (200) IIA
Other items (673) (833) (1,431) (1,802) (2,272) CValuation* 12/19 12/20E 12/21E 12/22E 12/23E

(Incr.)/decr. net debt 160 1,179 1,483 1,899 2,548 Market C (USD m) 53,097 88,358 88,358 88,358 88,358

MEV (EV, avg.) 49,530 85,995 84,664 82,973 82,973
Momentum 12/19 12/20E 12/21E 12/22E 12/23E NEV/Sales (core) 12.5 x 19.5 x 15.5 x 12.1 x 9.6 x

Sales growth 32.6% 27.3% 23.6% 25.6% 26.6% EV/EBITDA (core) 43.6 x 62.0 x 49.1 x 36.2 x 27.7 x

EBITDA growth 46.4% 39.9% 24.2% 33.0% 30.6% EV/EBIT (core) 58.5 x 81.2 x 62.7 x 46.2 x 34.7 x
EBIT growth 40.1% 43.1% 27.5% 33.0% 33.3% EV/OpFCF 59.5 x 78.0 x 62.3 x 44.7 x 33.6 x

Cash EPS 40.2% 31.1% 21.3% 30.9% 29.7% P/E 73.5 x 100.3 x 79.9 x 61.0 x 45.9 x Jennifer Swanson Lowe - Analyst

EPS (UBS) 33.6% 32.9% 25.5% 31.0% 32.9% Dividend yield (net) 0.0% 0.0% 0.0% 0.0% 0.0% +1-415-352 4694
DPS (net) - - - - - P/BV (average) 22.5x 29.9x 22.8x 17.0x 12.6x jennifer.lowe@ubs.com

Founded in 2004, ServiceNow is a leader in the IT 
operations software market, with a growing presence in 
other lines of business. Core offerings include IT service 
management, operations management, HR, customer 
service, and security, as well as a highly customized 
platform that supports new application development. The 
company reported $2.6 billion in revenue in 2018, up 36% 
YoY. It has ~5,400 enterprise customers, including ~75% of 
the Fortune 500.
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Teleflex Inc (TFX US) Rating: Buy Price target/current (USD): 450 / 326.7 United States
Medical Supplies http://www.teleflex.com

P&L (USD m) 12/19 12/20E 12/21E 12/22E 12/23E Bal Sheet (USD m) 12/19 12/20E 12/21E 12/22E 12/23E Teleflex Inc (TFX US) vs S & P 500

Revenues 2,595 2,569 2,942 3,214 3,506 Net tangible fixed assets 431 452 492 532 572

EBITDA 888 701 910 1,049 1,204 Goodwill 2,245 2,344 2,344 2,344 2,344

EBIT 670 625 824 955 1,101 Other intangible assets 2,156 2,261 2,261 2,261 2,261

Profit before tax 591 561 757 890 1,037 Net working capital 492 779 866 936 1,004
Net income (stated) 461 496 668 621 749 Other fixed assets 171 184 184 184 184

Provisions 0 0 0 0 0
Margins 12/19 12/20E 12/21E 12/22E 12/23E Total IC 4,587 5,137 5,264 5,375 5,482

EBITDA margin 34.2% 27.3% 30.9% 32.6% 34.3% Investments 0 0 0 0 0

EBIT margin 25.8% 24.3% 28.0% 29.7% 31.4% Net cash /(debt) (1,608) (1,833) (1,963) (2,120) (2,144)

EBIT ROIC 15.0% 12.9% 15.8% 17.9% 20.3% Others 0 0 0 0 0

Net RoE 19.0% 15.4% 19.9% 23.5% 27.3% Minority interest 0 0 0 0 0
Interest cover (EBIT) 9.5x - - - - Shareholders equity 2,979 3,304 3,301 3,254 3,338

Dividend cover (EPS) 7.9x - - - -

Productivity 12/19 12/20E 12/21E 12/22E 12/23E

CF (USD m) 12/19 12/20E 12/21E 12/22E 12/23E Depreciation % of sales 8.4% 2.9% 2.9% 2.9% 2.9%

EBIT 670 625 824 955 1,101 Capex % of sales 4.0% 4.0% 3.7% 3.6% 3.4%

Depr./amortisation 218 76 87 95 103 Revenues to IC 0.6 x 0.5 x 0.6 x 0.6 x 0.6 x
Net change in WC (114) (168) (93) (76) (74) Net debt / total equity 54.0% 55.5% 59.5% 65.2% 64.2% Performance (%) 3m YTD 12m 3yr

Other (operating) (103) (91) (38) (38) (38) TNet debt / EBITDA 1.8x 2.6x 2.2x 2.0x 1.8x Absolute performance -11.3% -13.2% -5.0% 35.1%

Operating CF 671 442 779 935 1,092 GOODBS Relative to local index -15.4% -14.5% -13.3% 3%
Net interest (80) (66) (68) (67) (66) OPer Share (USD) 12/19 12/20E 12/21E 12/22E 12/23E Relative to UBS sector -15.4% -12.2% -9.4% 13%

Capex (103) (102) (110) (115) (120) NEPS (UBS adjusted) 11.46 10.27 13.87 16.27 18.94

Tax paid (67) (75) (101) (118) (138) OCash EPS 16.22 11.87 15.70 18.27 21.12

Dividends paid (63) (63) (63) (63) (63) PNet DPS 1.33 1.34 1.33 1.33 1.33
Net (acqu.)/disposals (3) (266) (266) (266) (266) BVPS (stated) 64.97 69.89 69.73 68.65 70.34

Change in equity 28 14 14 14 14 IIA
Other items (190) (109) (317) (478) (477) CValuation* 12/19 12/20E 12/21E 12/22E 12/23E

(Incr.)/decr. net debt 194 (225) (130) (157) (24) Market C (USD m) 17,241 14,963 14,963 14,963 14,963

MEV (EV, avg.) 18,946 16,683 16,861 17,005 17,095
Momentum 12/19 12/20E 12/21E 12/22E 12/23E NEV/Sales (core) 6.3 x 6.5 x 5.7 x 5.3 x 4.9 x

Sales growth 6.0% -1.0% 14.5% 9.2% 9.1% EV/EBITDA (core) 18.4 x 23.8 x 18.5 x 16.2 x 14.2 x

EBITDA growth 5.3% -21.1% 29.9% 15.2% 14.8% EV/EBIT (core) 24.3 x 26.7 x 20.5 x 17.8 x 15.5 x
EBIT growth 6.6% -6.7% 31.8% 15.9% 15.3% EV/OpFCF 19.0 x 25.1 x 19.2 x 16.7 x 14.6 x

Cash EPS 8.7% -26.9% 32.3% 16.3% 15.6% P/E 27.8 x 31.8 x 23.6 x 20.1 x 17.2 x Matthew Taylor, CFA - Analyst

EPS (UBS) 12.3% -10.4% 35.1% 17.3% 16.4% Dividend yield (net) 0.4% 0.4% 0.4% 0.4% 0.4% +1-212-713 6257
DPS (net) 0.4% 0.1% -0.1% -0.1% -0.1% P/BV (average) 4.9x 4.7x 4.7x 4.8x 4.6x matthew-c.taylor@ubs.com

Teleflex is a global medical technology company that 
designs, develops, manufactures and supplies single-use 
medical devices used by hospitals and healthcare providers 
for common diagnostic and therapeutic procedures in 
critical care and surgical applications. The company has 
eight business segments: Vascular North America (15% of 
sales), Interventional North America (10%), Anesthesia 
North America (9%), Surgical North America (8%), OEM 
(8%), EMEA (26%), Asia (13%) and Other (11%). Teleflex 
is headquartered in Wayne, Pennsylvania.
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The Hartford Financial Services Group (HIG US) Rating: Buy (CBE) Price target/current (USD): 64 / 36.24 United States
Insurance, Full-Line http://www.thehartford.com

P&L (USD m) 12/19 12/20E 12/21E 12/22E 12/23E Capital dynamics 12/19 12/20E 12/21E 12/22E 12/23E The Hartford Financial Services Group (HIG US) vs S & P 500

NII NA NA NA NA NA RWAs (USD m) NA NA NA NA NA

Other Incomes NA NA NA NA NA Tier one capital (USD m) NA NA NA NA NA

Total revenues 20,088 20,129 20,846 21,688 22,541 Total capital (USD m) NA NA NA NA NA

PTP NA NA NA NA NA Tier one ratio NA NA NA NA NA
Net Income (reported) NA NA NA NA NA Capital ratio NA NA NA NA NA

Margins 12/19 12/20E 12/21E 12/22E 12/23E

Net interest margin NA NA NA NA NA
RoAdjE 14.0 9.5 11.1 11.9 11.9 Productivity 12/19 12/20E 12/21E 12/22E 12/23E

RoRWA NA NA NA NA NA Cost income ratio NA NA NA NA NA
RoA NA NA NA NA NA Cash cost income ratio NA NA NA NA NA

Bal Sheet (USD m) 12/19 12/20E 12/21E 12/22E 12/23E

Common equity NA NA NA NA NA

Year end total assets NA NA NA NA NA Per Share (USD) 12/19 12/20E 12/21E 12/22E 12/23E

Net customer loans NA NA NA NA NA OPS (ex. Goodwill) NA NA NA NA NA Performance (%) 3m YTD 12m 3yr

Tot. customer deposits NA NA NA NA NA TEPS (stated) 5.7 3.7 5.5 6.3 6.8 Absolute performance -8.3% -40.4% -40.0% -33.4%

Shareholders funds NA NA NA NA NA GEPS (UBS adjusted) 6.4 3.3 5.5 6.3 6.8 Relative to local index -12.5% -41.3% -45.3% -49%

ODPS 1.2 1.3 1.4 1.5 1.6 Relative to UBS sector -5.2% -18.7% -17.5% -16%

NBVPS 45.6 48.5 51.9 56.0 60.6

Asset quality 12/19 12/20E 12/21E 12/22E 12/23E OTHASS

NPAs (USD m) NA NA NA NA NA PROVBL
Risk reserves (USD m) NA NA NA NA NA

NPLs : loans (USD m) NA NA NA NA NA IIA
NPA/Shareholders funds NA NA NA NA NA CValuation* 12/19 12/20E 12/21E 12/22E 12/23E

Market C (USD m) 21,853 13,021 13,021 13,021 13,021

MP/BV 1.2 x 0.7 x 0.7 x 0.6 x 0.6 x
Momentum 12/19 12/20E 12/21E 12/22E 12/23E NP/E (reported) 9.7 x 9.8 x 6.6 x 5.8 x 5.3 x

Revenue growth 5.6% 0.2% 3.6% 4.0% 3.9% P/E (UBS adjusted) 8.6 x 10.9 x 6.6 x 5.8 x 5.3 x

NII growth NA NA NA NA NA Dividend yield (% net) 2.2 3.6 3.9 4.1 4.3
PTP growth NA NA NA NA NA Market cap./Revenues 1.1 x 0.6 x 0.6 x 0.6 x 0.6 x

Net Income growth NA NA NA NA NA Brian Meredith - Analyst

EPS (UBS) growth 31.7% -47.5% 63.3% 14.7% 8.9% +1-212-713 2492
DPS (net) growth 16.7% 7.8% 6.1% 5.7% 5.4% brian.meredith@ubs.com

The Hartford (HIG) is a diversified insurer that operates in 
property and casualty insurance, group benefits, and 
mutual funds. Since 2012, HIG has placed its Individual 
Annuity unit into runoff and completed the sales of the 
Individual Life and Retirement Plans and Japanese annuity 
businesses. Of the company's property and casualty 
premiums, roughly 60% come from commercial lines and 
40% from personal lines.

0%

50%

100%

150%

200%

250%

0

10

20

30

40

50

60

70

Au
g-1

6

De
c-1

6

Ap
r-1

7

Au
g-1

7

De
c-1

7

Ap
r-1

8

Au
g-1

8

De
c-1

8

Ap
r-1

9

Au
g-1

9

De
c-1

9

Ap
r-2

0

Au
g-2

0

Closing price HIG US (lhs) Price rel. to S & P 500 (rhs)



 

 Thematic Stock Ideas   23 September 2020 

 

 38 

 
    

Valuation Method and Risk Statement 

Equity market returns are influenced by corporate earnings, interest rates, risk 
premia, as well as other variables influenced by the business cycle. The outlook for 
any and all of these variables is subject to change. 
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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; certain additional disclosures concerning UBS research recommendations; and terms and 
conditions for certain third party data used in research report, please visit www.ubs.com/disclosures. The figures contained 
in performance charts refer to 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 acts or may act as principal in the debt securities (or in 
related derivatives) that may be the subject of this report. This recommendation was finalized on: 23 September 2020 03:41 
AM GMT. UBS has designated certain Research department members as Derivatives Research Analysts where those 
department members publish research principally on the analysis of the price or market for a derivative, and provide 
information reasonably sufficient upon which to base a decision to enter into a derivatives transaction. Where Derivatives 
Research Analysts co-author research reports with Equity Research Analysts or Economists, the Derivatives Research Analyst 
is responsible for the derivatives investment views, forecasts, and/or recommendations. 

UBS Investment Research: Global Equity Rating Definitions 

12-Month Rating Definition Coverage1 IB Services2 

Buy FSR is > 6% above the MRA. 49% 32% 

Neutral FSR is between -6% and 6% of the MRA. 39% 30% 

Sell FSR is > 6% below the MRA. 13% 20% 

Short-Term Rating Definition Coverage3 IB Services4 

Buy 
Stock price expected to rise within three months from the time 
the rating was assigned because of a specific catalyst or event. <1% <1% 

Sell 
Stock price expected to fall within three months from the time 
the rating was assigned because of a specific catalyst or event. <1% <1% 

Source: UBS. Rating allocations are as of 30 June 2020. 
1:Percentage of companies under coverage globally within the 12-month rating category. 
2:Percentage of companies within the 12-month rating category for which investment banking (IB) services were provided 
within the past 12 months. 
3: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 (IB) services were provided 
within the past 12 months. 

KEY DEFINITIONS:Forecast Stock Return (FSR) is defined as expected percentage price appreciation plus gross dividend 
yield over the next 12 months. In some cases, this yield may be based on accrued dividends. 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 horizon 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: Neutral on factors such as structure, 
management, performance record, discount; Sell: Negative 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 to higher or lower bands as they 
relate to the rating. When such exceptions apply, they will be identified in the Company Disclosures table in the relevant 
research piece. 

http://www.ubs.com/disclosures
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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 FINRA. Such analysts may not be associated persons of UBS Securities LLC and 
therefore are not subject to the FINRA restrictions on 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: Keith Parker; Sean Simonds.  

Company Disclosures 

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

Amazon.com6c, 7, 16, 20a AMZN.O Buy (CBE) N/A US$3,128.99 22 Sep 2020 

Concho Resources Inc16, 20b CXO.N Buy (CBE) N/A US$45.60 22 Sep 2020 

Constellation Brands Inc16 STZ.N Buy N/A US$188.50 22 Sep 2020 

Deckers Outdoor Corp16, 20a DECK.N Buy (CBE) N/A US$213.67 22 Sep 2020 

Electronic Arts16, 20a EA.O Buy (CBE) N/A US$131.02 22 Sep 2020 

Generac Holdings Inc16 GNRC.N Buy N/A US$182.90 22 Sep 2020 

Global Payments Inc16 GPN.N Buy N/A US$179.86 22 Sep 2020 

HCA Healthcare Inc7, 16 HCA.N Buy N/A US$120.65 22 Sep 2020 

IQVIA Holdings Inc7, 16, 20a IQV.N Buy (CBE) N/A US$153.30 22 Sep 2020 

ITT Inc.16 ITT.N Buy N/A US$59.72 22 Sep 2020 

Kinder Morgan Inc16, 20a KMI.N Buy (CBE) N/A US$12.80 22 Sep 2020 

Knight-Swift Transportation Holdings Inc16 KNX.N Buy N/A US$40.86 22 Sep 2020 

Lockheed Martin Corp4, 6b, 6c, 7, 16 LMT.N Buy N/A US$388.42 22 Sep 2020 

Lowe's Companies, Inc.16 LOW.N Buy N/A US$161.55 22 Sep 2020 

Morgan Stanley2, 4, 6a, 6b, 6c, 7, 16 MS.N Buy N/A US$47.63 22 Sep 2020 

NextEra Energy Inc4, 6a, 7, 16 NEE.N Buy N/A US$278.06 22 Sep 2020 

NVIDIA Corp16 NVDA.O Buy N/A US$505.51 22 Sep 2020 

Polaris Inc16 PII.N Buy N/A US$90.90 22 Sep 2020 

Quanta Services16 PWR.N Buy N/A US$50.08 22 Sep 2020 

S&P Global16 SPGI.N Buy N/A US$350.17 22 Sep 2020 

ServiceNow Inc16 NOW.N Buy N/A US$470.57 22 Sep 2020 

Teleflex Inc16 TFX.N Buy N/A US$331.83 22 Sep 2020 

The Hartford Financial Services Group6b, 7, 13, 16, 20a HIG.N Buy (CBE) N/A US$35.84 22 Sep 2020 

Source: UBS. All prices as of local market close. 
Ratings 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 acted as manager/co-manager in the underwriting or placement of 

securities of this company/entity or one of its affiliates within the past 12 months. 
4. Within the past 12 months, UBS AG, its affiliates or subsidiaries has received compensation for investment banking 

services from this company/entity or one of its affiliates. 
6a. 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-investment 

banking securities-related services are being, or have been, provided. 
6c. 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. 
7. Within the past 12 months, UBS Securities LLC and/or its affiliates have received compensation for products and 

services other than investment banking services from this company/entity. 
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 month`s end). 
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16. UBS Securities LLC makes a market in the securities and/or ADRs of this company. 
20a. Because this security exhibits higher-than-average volatility, the FSR has been set at 15% above the MRA for a Buy 

rating, and at -15% below the MRA for a Sell rating (compared with 6/-6% under the normal rating system). 
20b. Because this security exhibits higher-than-average volatility, the FSR has been set at 25% above the MRA for a Buy 

rating, and at -25% below the MRA for a Sell rating (compared with 6/-6% under the normal rating system). 

Unless otherwise indicated, please refer to the Valuation and Risk sections within the body of this report. For a complete set 
of disclosure statements associated with the companies discussed in this report, including information on valuation and risk, 
please contact UBS Securities LLC, 1285 Avenue of Americas, New York, NY 10019, USA, Attention: Investment Research. 
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Global Disclaimer 
This document 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. 

This Document is provided solely to recipients who are expressly authorized by UBS to receive it. If you are not so authorized you must immediately 
destroy the Document.  

Global Research is provided to our clients through UBS Neo, and in certain instances, UBS.com and any other system or distribution method specifically identified in one 
or more communications distributed through UBS Neo or UBS.com (each a system) as an approved means for distributing Global Research. It may also be made available 
through third party vendors and distributed by UBS and/or third parties via e-mail or alternative electronic means. The level and types of services provided by Global 
Research to a client may vary depending upon various factors such as a client's individual preferences as to the frequency and manner of receiving communications, a 
client's risk profile and investment focus and perspective (e.g., market wide, sector specific, long-term, short-term, etc.), the size and scope of the overall client 
relationship with UBS and legal and regulatory constraints. 

All Global Research is available on UBS Neo. Please contact your UBS sales representative if you wish to discuss your access to UBS Neo. 

When you receive Global Research through a system, your access and/or use of such Global Research is subject to this Global Research Disclaimer and to the UBS Neo 
Platform Use Agreement (the "Neo Terms") together with any other relevant terms of use governing the applicable System. 

When you receive Global Research via a third party vendor, e-mail or other electronic means, you agree that use shall be subject to this Global Research Disclaimer, the 
Neo Terms and where applicable the UBS Investment Bank terms of business (https://www.ubs.com/global/en/investment-bank/regulatory.html) and to UBS's Terms of 
Use/Disclaimer (http://www.ubs.com/global/en/legalinfo2/disclaimer.html). In addition, you consent to UBS processing your personal data and using cookies in 
accordance with our Privacy Statement (http://www.ubs.com/global/en/legalinfo2/privacy.html) and cookie notice 
(http://www.ubs.com/global/en/homepage/cookies/cookie-management.html). 

If you receive Global Research, whether through a System or by any other means, you agree that you shall not copy, revise, amend, create a derivative 
work, provide to any third party, or in any way commercially exploit any UBS research provided via Global Research or otherwise, and that you shall not 
extract data from any research or estimates provided to you via Global Research or otherwise, without the prior written consent of UBS.  

This document is for distribution only as may be permitted by law. It is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or 
resident of or located in any locality, state, country or other jurisdiction where such distribution, publication, availability or use would be contrary to law or regulation or 
would subject UBS to any registration or licensing requirement within such jurisdiction. 

This document is a general communication and is educational in nature; it is not an advertisement nor is it a solicitation or an offer to buy or sell any financial 
instruments or to participate in any particular trading strategy. Nothing in this document constitutes a representation that any investment strategy or recommendation is 
suitable or appropriate to an investor’s individual circumstances or otherwise constitutes a personal recommendation. By providing this document, none of UBS or its 
representatives has any responsibility or authority to provide or have provided investment advice in a fiduciary capacity or otherwise. Investments involve risks, and 
investors should exercise prudence and their own judgment in making their investment decisions. None of UBS or its representatives is suggesting that the recipient or 
any other person take a specific course of action or any action at all. By receiving this document, the recipient acknowledges and agrees with the intended purpose 
described above and further disclaims any expectation or belief that the information constitutes investment advice to the recipient or otherwise purports to meet the 
investment objectives of the recipient. The financial instruments described in the document may not be eligible for sale in all jurisdictions or to certain categories of 
investors. 

Options, structured derivative products and futures (including OTC derivatives) are not suitable for all investors. Trading in these instruments is considered risky and may 
be appropriate only for sophisticated investors. Prior to buying or selling an option, and for the complete risks relating to options, you must receive a copy of "The 
Characteristics and Risks of Standardized Options." You may read the document at http://www.theocc.com/publications/risks/riskchap1.jsp or ask your salesperson for a 
copy. Various theoretical explanations of the risks associated with these instruments have been published. Supporting documentation for any claims, comparisons, 
recommendations, statistics or other technical data will be supplied upon request. Past performance is not necessarily indicative of future results. Transaction costs may 
be significant in option strategies calling for multiple purchases and sales of options, such as spreads and straddles. Because of the importance of tax considerations to 
many options transactions, the investor considering options should consult with his/her tax advisor as to how taxes affect the outcome of contemplated options 
transactions. 

Mortgage and asset-backed securities may involve a high degree of risk and may be highly volatile in response to fluctuations in interest rates or other market 
conditions. Foreign currency rates of exchange may adversely affect the value, price or income of any security or related instrument referred to in the document. For 
investment advice, trade execution or other enquiries, clients should contact their local sales representative. 

The value of any investment or income may go down as well as up, and investors may not get back the full (or any) amount invested. Past performance is not necessarily 
a guide to future performance. Neither UBS nor any of its directors, employees or agents accepts any liability for any loss (including investment loss) or damage arising 
out of the use of all or any of the Information. 

Prior to making any investment or financial decisions, any recipient of this document or the information should take steps to understand the risk and return of the 
investment and seek individualized advice from his or her personal financial, legal, tax and other professional advisors that takes into account all the particular facts and 
circumstances of his or her investment objectives. 

Any prices stated in this document are for information purposes only and do not represent valuations for individual securities or other financial instruments. There is no 
representation that any transaction can or could have been effected at those prices, and any prices do not necessarily reflect UBS's internal books and records or 
theoretical model-based valuations and may be based on certain assumptions. Different assumptions by UBS or any other source may yield substantially different results. 

No representation or warranty, either expressed or implied, is provided in relation to the accuracy, completeness or reliability of the information contained in any 
materials to which this document relates (the "Information"), except with respect to Information concerning UBS. The Information is not intended to be a complete 
statement or summary of the securities, markets or developments referred to in the document. UBS does not undertake to update or keep current the Information. Any 
opinions expressed in this document may change without notice and may differ or be contrary to opinions expressed by other business areas or groups, personnel or 
other representative of UBS. Any statements contained in this report attributed to a third party represent UBS's interpretation of the data, information and/or opinions 
provided by that third party either publicly or through a subscription service, and such use and interpretation have not been reviewed by the third party. In no 
circumstances may this document or any of the Information (including any forecast, value, index or other calculated amount ("Values")) be used for any of the following 
purposes: 

(i) valuation or accounting purposes; 

(ii) to determine the amounts due or payable, the price or the value of any financial instrument or financial contract; or 

(iii) to measure the performance of any financial instrument including, without limitation, for the purpose of tracking the return or performance of any Value or of 
defining the asset allocation of portfolio or of computing performance fees. 

By receiving this document and the Information you will be deemed to represent and warrant to UBS that you will not use this document or any of the Information for 
any of the above purposes or otherwise rely upon this document or any of the Information. 

UBS has policies and procedures, which include, without limitation, independence policies and permanent information barriers, that are intended, and upon which UBS 
relies, to manage potential conflicts of interest and control the flow of information within divisions of UBS and among its subsidiaries, branches and affiliates. For further 
information on the ways in which UBS manages conflicts and maintains independence of its research products, historical performance information and certain additional 
disclosures concerning UBS research recommendations, please visit www.ubs.com/disclosures. 

Research will initiate, update and cease coverage solely at the discretion of UBS Research Management, which will also have sole discretion on the timing and frequency 
of any published research product. The analysis contained in this document is based on numerous assumptions. All material information in relation to published research 
reports, such as valuation methodology, risk statements, underlying assumptions (including sensitivity analysis of those assumptions), ratings history etc. as required by 
the Market Abuse Regulation, can be found on UBS Neo. Different assumptions could result in materially different results. 

The analyst(s) responsible for the preparation of this document may interact with trading desk personnel, sales personnel and other parties for the purpose of gathering, 
applying and interpreting market information. UBS relies on information barriers to control the flow of information contained in one or more areas within UBS into other 

https://www.ubs.com/global/en/investment-bank/regulatory.html
http://www.ubs.com/global/en/legalinfo2/disclaimer.html
http://www.ubs.com/global/en/legalinfo2/privacy.html
http://www.ubs.com/global/en/homepage/cookies/cookie-management.html
http://www.theocc.com/publications/risks/riskchap1.jsp
http://www.ubs.com/disclosures
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areas, units, groups or affiliates of UBS. The compensation of the analyst who prepared this document is determined exclusively by research management and senior 
management (not including investment banking). Analyst compensation is not based on investment banking revenues; however, compensation may relate to the 
revenues of UBS and/or its divisions as a whole, of which investment banking, sales and trading are a part, and UBS's subsidiaries, branches and affiliates as a whole. 

For financial instruments admitted to trading on an EU regulated market: UBS AG, its affiliates or subsidiaries (excluding UBS Securities LLC) acts as a market maker or 
liquidity provider (in accordance with the interpretation of these terms under English law or, if not carried out by UBS in the UK the law of the relevant jurisdiction in 
which UBS determines it carries out the activity) in the financial instruments of the issuer save that where the activity of liquidity provider is carried out in accordance 
with the definition given to it by the laws and regulations of any other EU jurisdictions, such information is separately disclosed in this document. For financial 
instruments admitted to trading on a non-EU regulated market: UBS may act as a market maker save that where this activity is carried out in the US in accordance with 
the definition given to it by the relevant laws and regulations, such activity will be specifically disclosed in this document. UBS may have issued a warrant the value of 
which is based on one or more of the financial instruments referred to in the document. UBS and its affiliates and employees may have long or short positions, trade as 
principal and buy and sell in instruments or derivatives identified herein; such transactions or positions may be inconsistent with the opinions expressed in this document. 

Within the past 12 months UBS AG, its affiliates or subsidiaries may have received or provided investment services and activities or ancillary services as per MiFID II which 
may have given rise to a payment or promise of a payment in relation to these services from or to this company. 

Where Global Research refers to "UBS Evidence Lab Inside" or has made use of data provided by UBS Evidence Lab you understand that UBS Evidence Lab is a separate 
department to Global Research and that UBS Evidence Lab does not provide research, investment recommendations or advice. 

United Kingdom: This material is distributed by UBS AG, London Branch to persons who are eligible counterparties or professional clients. UBS AG, London Branch is 
authorised by the Prudential Regulation Authority and subject to regulation by the Financial Conduct Authority and limited regulation by the Prudential Regulation 
Authority. Europe: Except as otherwise specified herein, these materials are distributed by UBS Europe SE, a subsidiary of UBS AG, to persons who are eligible 
counterparties or professional clients (as detailed in the Bundesanstalt fur Finanzdienstleistungsaufsicht (BaFin) Rules and according to MIFID) and are only available to 
such persons. The information does not apply to, and should not be relied upon by, retail clients. UBS Europe SE is authorised by the [European Central Bank (ECB)] and 
regulated by the BaFin and the ECB. France: Prepared by UBS Europe SE and distributed by UBS Europe SE and UBS Securities France S.A. UBS Securities France S.A. is 
regulated by the ACPR (Autorité de Contrôle Prudentiel et de Résolution) and the Autorité des Marchés Financiers (AMF). Where an analyst of UBS Securities France S.A. 
has contributed to this document, the document is also deemed to have been prepared by UBS Securities France S.A. Germany: Where an analyst of UBS Europe SE has 
contributed to this document, the document is also deemed to have been prepared by UBS Europe SE. In all cases it is distributed by UBS Europe SE and UBS AG, 
London Branch. Luxembourg, the Netherlands, Belgium and Ireland: Where an analyst of UBS Europe SE has contributed to this document, the document is also 
deemed to have been prepared by UBS Europe SE. In all cases it is distributed by UBS Europe SE and UBS AG, London Branch. Spain: Prepared by UBS Europe SE and 
distributed by UBS Europe SE and UBS Securities España SV, SA. UBS Securities España SV, SA is regulated by the Comisión Nacional del Mercado de Valores (CNMV). 
Turkey: Distributed by UBS AG, London Branch. No information in this document is provided for the purpose of offering, marketing and sale by any means of any 
capital market instruments and services in the Republic of Turkey. Therefore, this document may not be considered as an offer made or to be made to residents of the 
Republic of Turkey. UBS AG, London Branch is not licensed by the Turkish Capital Market Board under the provisions of the Capital Market Law (Law No. 6362). 
Accordingly, neither this document nor any other offering material related to the instruments/services may be utilized in connection with providing any capital market 
services to persons within the Republic of Turkey without the prior approval of the Capital Market Board. However, according to article 15 (d) (ii) of the Decree No. 32, 
there is no restriction on the purchase or sale of the securities abroad by residents of the Republic of Turkey. Poland: Distributed by UBS Europe SE (spolka z 
ograniczona odpowiedzialnoscia) Oddzial w Polsce regulated by the Polish Financial Supervision Authority. Where an analyst of UBS Europe SE (spolka z ograniczona 
odpowiedzialnoscia) Oddzial w Polsce has contributed to this document, the document is also deemed to have been prepared by UBS Europe SE (spolka z ograniczona 
odpowiedzialnoscia) Oddzial w Polsce. Russia: Prepared and distributed by UBS Bank (OOO). "Should not be construed as an individual Investment Recommendation for 
the purpose of the Russian Law" - Federal Law #39-FZ ON THE SECURITIES MARKET Articles 6.1-6.2.Switzerland: Distributed by UBS AG to persons who are 
institutional investors only. UBS AG is regulated by the Swiss Financial Market Supervisory Authority (FINMA). Italy: Prepared by UBS Europe SE and distributed by UBS 
Europe SE and UBS Europe SE, Italy Branch. Where an analyst of UBS Europe SE, Italy Branch has contributed to this document, the document is also deemed to have 
been prepared by UBS Europe SE, Italy Branch.South Africa: Distributed by UBS South Africa (Pty) Limited (Registration No. 1995/011140/07), an authorised user of the 
JSE and an authorised Financial Services Provider (FSP 7328). Saudi Arabia: This document has been issued by UBS AG (and/or any of its subsidiaries, branches or 
affiliates), a public company limited by shares, incorporated in Switzerland with its registered offices at Aeschenvorstadt 1, CH-4051 Basel and Bahnhofstrasse 45, CH-
8001 Zurich. This publication has been approved by UBS Saudi Arabia (a subsidiary of UBS AG), a Saudi closed joint stock company incorporated in the Kingdom of 
Saudi Arabia under commercial register number 1010257812 having its registered office at Tatweer Towers, P.O. Box 75724, Riyadh 11588, Kingdom of Saudi Arabia. 
UBS Saudi Arabia is authorized and regulated by the Capital Market Authority to conduct securities business under license number 08113-37. UAE / Dubai: The 
information distributed by UBS AG Dubai Branch is only intended for Professional Clients and/or Market Counterparties, as classified under the DFSA rulebook. No other 
person should act upon this material/communication. The information is not for further distribution within the United Arab Emirates. UBS AG Dubai Branch is regulated 
by the DFSA in the DIFC. UBS is not licensed to provide banking services in the UAE by the Central Bank of the UAE, nor is it licensed by the UAE Securities and 
Commodities Authority.  Israel: This Material is distributed by UBS AG, London Branch. UBS Securities Israel Ltd is a licensed Investment Marketer that is supervised by 
the Israel Securities Authority (ISA). UBS AG, London Branch and its affiliates incorporated outside Israel are not licensed under the Israeli Advisory Law. UBS may engage 
among others in issuance of Financial Assets or in distribution of Financial Assets of other issuers for fees or other benefits. UBS AG, London Branch and its affiliates may 
prefer various Financial Assets to which they have or may have an Affiliation (as such term is defined under the Israeli Advisory Law). Nothing in this Material should be 
considered as investment advice under the Israeli Advisory Law. This Material is being issued only to and/or is directed only at persons who are Eligible Clients within the 
meaning of the Israeli Advisory Law, and this Material must not be furnished to, relied on or acted upon by any other persons. United States: Distributed to US persons 
by either UBS Securities LLC or by UBS Financial Services Inc., subsidiaries of UBS AG; or by a group, subsidiary or affiliate of UBS AG that is not registered as a US 
broker-dealer (a ‘non-US affiliate’) to major US institutional investors only. UBS Securities LLC or UBS Financial Services Inc. accepts responsibility for the content of a 
report prepared by another non-US affiliate when distributed to US persons by UBS Securities LLC or UBS Financial Services Inc. All transactions by a US person in the 
securities mentioned in this report must be effected through UBS Securities LLC or UBS Financial Services Inc., and not through a non-US affiliate. UBS Securities LLC is 
not acting as a municipal advisor to any municipal entity or obligated person within the meaning of Section 15B of the Securities Exchange Act (the "Municipal Advisor 
Rule"), and the opinions or views contained herein are not intended to be, and do not constitute, advice within the meaning of the Municipal Advisor Rule. Canada: 
Distributed by UBS Securities Canada Inc., a registered investment dealer in Canada and a Member-Canadian Investor Protection Fund, or by another affiliate of UBS AG 
that is registered to conduct business in Canada or is otherwise exempt from registration. Brazil: Except as otherwise specified herein, this material is prepared by UBS 
Brasil CCTVM S.A. to persons who are eligible investors residing in Brazil, which are considered to be Investidores Profissionais, as designated by the applicable 
regulation, mainly the CVM Instruction No. 539 from the 13th of November 2013 (determines the duty to verify the suitability of products, services and transactions with 
regards to the client´s profile). Mexico: This report has been distributed and prepared by UBS Casa de Bolsa, S.A. de C.V., a subsidiary of UBS AG. This document is 
intended for distribution to institutional or sophisticated investors only. Research reports only reflect the views of the analysts responsible for the report. Analysts do not 
receive any compensation from the persons or entities different from UBS Casa de Bolsa, S.A. de C.V., or different from entities belonging to the same financial group or 
business group of such Hong Kong: Distributed by UBS Securities Asia Limited and/or UBS AG, Hong Kong Branch, which is incorporated in Switzerland with limited 
liability. Please contact local licensed/registered representatives of UBS Securities Asia Limited and/or UBS AG, Hong Kong Branch in respect of any matters arising from, 
or in connection with, the analysis or document. Singapore: Distributed by UBS Securities Pte. Ltd. [MCI (P) 003/08/2020 and Co. Reg. No.: 198500648C] or UBS AG, 
Singapore Branch. Please contact UBS Securities Pte. Ltd., an exempt financial adviser under the Singapore Financial Advisers Act (Cap. 110); or UBS AG, Singapore 
Branch, an exempt financial adviser under the Singapore Financial Advisers Act (Cap. 110) and a wholesale bank licensed under the Singapore Banking Act (Cap. 19) 
regulated by the Monetary Authority of Singapore, in respect of any matters arising from, or in connection with, the analysis or document. The recipients of this 
document represent and warrant that they are accredited and institutional investors as defined in the Securities and Futures Act (Cap. 289). Japan: Distributed by UBS 
Securities Japan Co., Ltd. to professional investors (except as otherwise permitted). Where this report has been prepared by UBS Securities Japan Co., Ltd., UBS Securities 
Japan Co., Ltd. is the author, publisher and distributor of the report. Distributed by UBS AG, Tokyo Branch to Professional Investors (except as otherwise permitted) in 
relation to foreign exchange and other banking businesses when relevant. Australia: Clients of UBS AG: Distributed by UBS AG (ABN 47 088 129 613 and holder of 
Australian Financial Services License No. 231087). Clients of UBS Securities Australia Ltd: Distributed by UBS Securities Australia Ltd (ABN 62 008 586 481 and holder of 
Australian Financial Services License No. 231098). This Document contains general information and/or general advice only and does not constitute personal financial 
product advice. As such, the Information in this document has been prepared without taking into account any investor’s objectives, financial situation or needs, and 
investors should, before acting on the Information, consider the appropriateness of the Information, having regard to their objectives, financial situation and needs. If 
the Information contained in this document relates to the acquisition, or potential acquisition of a particular financial product by a ‘Retail’ client as defined by section 
761G of the Corporations Act 2001 where a Product Disclosure Statement would be required, the retail client should obtain and consider the Product Disclosure 
Statement relating to the product before making any decision about whether to acquire the product. New Zealand: Distributed by UBS New Zealand Ltd. UBS New 
Zealand Ltd is not a registered bank in New Zealand. You are being provided with this UBS publication or material because you have indicated to UBS that you are a 
“wholesale client” within the meaning of section 5C of the Financial Advisers Act 2008 of New Zealand (Permitted Client). This publication or material is not intended 
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for clients who are not Permitted Clients (non-permitted Clients). If you are a non-permitted Client you must not rely on this publication or material. If despite this 
warning you nevertheless rely on this publication or material, you hereby (i) acknowledge that you may not rely on the content of this publication or material and that 
any recommendations or opinions in such this publication or material are not made or provided to you, and (ii) to the maximum extent permitted by law (a) indemnify 
UBS and its associates or related entities (and their respective Directors, officers, agents and Advisors) (each a ‘Relevant Person’) for any loss, damage, liability or claim 
any of them may incur or suffer as a result of, or in connection with, your unauthorised reliance on this publication or material and (b) waive any rights or remedies you 
may have against any Relevant Person for (or in respect of) any loss, damage, liability or claim you may incur or suffer as a result of, or in connection with, your 
unauthorised reliance on this publication or material. Korea: Distributed in Korea by UBS Securities Pte. Ltd., Seoul Branch. This report may have been edited or 
contributed to from time to time by affiliates of UBS Securities Pte. Ltd., Seoul Branch. This material is intended for professional/institutional clients only and not for 
distribution to any retail clients. Malaysia: This material is authorized to be distributed in Malaysia by UBS Securities Malaysia Sdn. Bhd (Capital Markets Services License 
No.: CMSL/A0063/2007). This material is intended for professional/institutional clients only and not for distribution to any retail clients. India: Distributed by UBS 
Securities India Private Ltd. (Corporate Identity Number U67120MH1996PTC097299) 2/F, 2 North Avenue, Maker Maxity, Bandra Kurla Complex, Bandra (East), Mumbai 
(India) 400051. Phone: +912261556000. It provides brokerage services bearing SEBI Registration Number: INZ000259830; merchant banking services bearing SEBI 
Registration Number: INM000010809 and Research Analyst services bearing SEBI Registration Number: INH000001204. UBS AG, its affiliates or subsidiaries may have 
debt holdings or positions in the subject Indian company/companies. Within the past 12 months, UBS AG, its affiliates or subsidiaries may have received compensation 
for non-investment banking securities-related services and/or non-securities services from the subject Indian company/companies. The subject company/companies may 
have been a client/clients of UBS AG, its affiliates or subsidiaries during the 12 months preceding the date of distribution of the research report with respect to 
investment banking and/or non-investment banking securities-related services and/or non-securities services. With regard to information on associates, please refer to 
the Annual Report at: http://www.ubs.com/global/en/about_ubs/investor_relations/annualreporting.htmlTaiwan: Except as otherwise specified herein, this material may 
not be distributed in Taiwan. Information and material on securities/instruments that are traded in a Taiwan organized exchange is deemed to be issued and distributed 
by UBS Securities Pte. LTD., Taipei Branch, which is licensed and regulated by Taiwan Financial Supervisory Commission. Save for securities/instruments that are traded in 
a Taiwan organized exchange, this material should not constitute "recommendation" to clients or recipients in Taiwan for the covered companies or any companies 
mentioned in this document. No portion of the document may be reproduced or quoted by the press or any other person without authorisation from UBS. Indonesia: 
This report is being distributed by PT UBS Sekuritas Indonesia and is delivered by its licensed employee(s), including marketing/sales person, to its client. PT UBS Sekuritas 
Indonesia, having its registered office at Sequis Tower Level 22 unit 22-1,Jl.Jend. Sudirman, kav.71, SCBD lot 11B, Jakarta 12190, Indonesia, is a subsidiary company of 
UBS AG and licensed under Capital Market Law no. 8 year 1995, a holder of broker-dealer and underwriter licenses issued by the Capital Market and Financial 
Institution Supervisory Agency (now Otoritas Jasa Keuangan/OJK). PT UBS Sekuritas Indonesia is also a member of Indonesia Stock Exchange and supervised by Otoritas 
Jasa Keuangan (OJK). Neither this report nor any copy hereof may be distributed in Indonesia or to any Indonesian citizens except in compliance with applicable 
Indonesian capital market laws and regulations. This report is not an offer of securities in Indonesia and may not be distributed within the territory of the Republic of 
Indonesia or to Indonesian citizens in circumstance which constitutes an offering within the meaning of Indonesian capital market laws and regulations. 

The disclosures contained in research documents produced by UBS AG, London Branch or UBS Europe SE shall be governed by and construed in accordance with English 
law. 

UBS specifically prohibits the redistribution of this document in whole or in part without the written permission of UBS and in any event UBS accepts no liability 
whatsoever for any redistribution of this document or its contents or the actions of third parties in this respect. Images may depict objects or elements that are protected 
by third party copyright, trademarks and other intellectual property rights. © UBS 2020. The key symbol and UBS are among the registered and unregistered trademarks 
of UBS. All rights reserved. 
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