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German Schuldschein Loans – A Primer
■

Schuldschein loans ("Schuldscheindarlehen") are bilateral loan
agreements in a form unique to the German market. They represent
a source of capital market financing similar to bond financing for
issuers with long-term funding needs. For an investor with a long-term
investment objective (i.e., buy-and-hold strategy), they are an important
alternative to investing in bonds. In contrast to bonds, Schuldschein
loans are not classified as securities. They are bilateral, unregistered,
and unlisted loan agreements, which are sold directly to institutional investors. Schuldschein loans are not traded on an exchange, but on an
over-the-counter basis.

■

Schuldschein loan agreements are characterized by the informal
nature of their documentation. The documents usually include only a
few pages. The Schuldschein concept is embedded in a strict legal
framework: the German Civil code ("Bürgerliches Gesetzbuch" – § 488 et
seq.). This makes the short documentation possible, and, more importantly, protects issuers and investors.

■

The favorable accounting treatment of Schuldschein loans is one of
their attractive characteristics. Plain vanilla Schuldschein loans do
not have to be mark-to-market, but can be reported at amortized
cost. This holds true both under German accounting rules and IFRS,
hence avoiding P&L volatility, which would be the consequence of fair
value accounting. The accounting treatment of structured products is
more complicated and at least part of the Schuldschein has to be markto-market.

■

Since January 2007, Schuldschein loans became eligible for ECB
credit operations with the introduction of the new framework for monetary policy instruments and procedures of the ECB. This has been a favorable development for the Schuldschein loan market as it makes the
instrument more interesting for banks as investors.

■

German public authorities are the most important group of issuers
in the Schuldschein loan market. The total public Schuldschein market
was sized EUR 302bn at the end of 1Q11, which is 32% lower than in
1999. The reason for this decrease is the stronger reliance of the public
sector on bond financing. Since 1999, the volume of bonds issued by
German public authorities has more than doubled to a total of EUR
1,445bn at the end of 1Q11. The German federal government has relied
more heavily on bond financing since the introduction of the euro and the
development of the euro-zone bond market.

■

■

There are a number of advantages for issuers of Schuldschein loans
when compared to bond issuance: quickness and efficiency, flexibility,
discretion and confidentiality, and low issuing costs.
The advantages for investors from Schuldschein loans when compared to bonds include the following: Schuldschein loans can be tailored
to investors' needs, no mark-to-market for plain vanilla Schuldscheine,
and supportive regulation.
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Advantages for Investors
Investment can be tailor-made
and does not have to be markto-market

The advantages for investors in Schuldschein loans compared to bonds are as follows:

■

Tailored to investors' needs: The terms and conditions of the Schuldschein loans (coupon rates, issue price, maturity) can be shaped more flexibly and can thereby be tailored
exactly to the investment needs of the investor – especially for structured Schuldschein
loans. This would not be possible with a highly standardized bond issue.

■

No mark-to-market: The fact that Schuldschein loans can be reported as "held-tomaturity" or "loans and receivables" in the balance sheet (according to IFRS) means that
they do not have to be adjusted to their current market level. Thus, book losses on Schuldschein loan investments do not have to be reported.

■

Supportive regulation: The attractiveness of Schuldschein loans for banks has increased
due to ECB eligibility since January 2007.

Advantages for Issuers
Simpler, faster, cheaper & more
discreet source of funding

There are a number of advantages for issuers of Schuldschein loans compared to bond
issuance. In a nutshell, Schuldschein loans are a simpler, faster, cheaper and more discreet
type of financing for the borrower than a bond issue governed by the securities law. The main
advantages are:

■

Quickness and efficiency: Due to the limited amount of documentation, issuers can raise
funds quickly. No official permit or stock exchange admission is required. The documentation is straightforward since German statutory law (BGB, HGB) strongly defines this loan
concept, which offers higher flexibility and convenience to foreign issuers as compared to
bonds.

■

Flexibility: The issuer can be more flexible in tuning his terms and conditions to the prevailing yield level and aligning the timing of the placement with current market conditions.
Schuldschein loans are tailor-made to the borrower's requirements in terms of amount, maturity, collateral (if any), and coupon type.

■

Discretion/Confidentiality: Since the primary market is limited to a relatively small group
of (institutional) investors, the borrower can raise funds with great discretion (no obligation
to publish a prospectus). Schuldschein issues are not covered by Reuters, Bloomberg, or
by the financial press.

■

Low costs compared to bond issue:
– Low issuing costs: Since there are fewer formal requirements than for the flotation of a
bond, the Schuldschein loan debtor has fewer expenses to bear (lower documentation
costs, no costs for printing certificates, prospectus, roadshow, etc.). Generally, a public
rating by an accredited rating agency is not required, however, in some cases with exceptionally strong or weak credit qualities, beneficial.
– Cost-efficient funding: Issuer can achieve lower cost of funding, especially by designing structures that match the investment needs of investors.
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Definition of Schuldschein Loans
Loan agreements

Schuldschein loans, also called promissory notes, are bilateral loan agreements in a
form unique to the German market. They represent a source of capital market financing
similar to bond financing for issuers with long-term funding needs. For an investor with a longterm investment objective (i.e., buy-and-hold strategy), they are an important alternative to
investing in bonds.

Schuldschein loans are not
securities

In contrast to bonds, Schuldschein loans are not classified as securities. They are bilateral, unregistered, and unlisted loan agreements, which are sold directly to institutional investors. Schuldschein loans are not traded on an exchange, but on an over-the-counter basis.
Hence, the respective documentation is more limited, which offers a cheaper, faster, and easier way to obtain funding compared to the issuance of public bonds.
SCHULDSCHEIN LOANS VS. BONDS (CLASSIC FORMS)
Schuldschein

Bonds

Instrument

Loan

Security

Contract

Bilateral contract

Bearer

Structure

Standardized, but flexible

Standardized

IAS39 accounting

Loans and receivables (does not apply under certain
structures or options)
Par value

Security
Mark-to-market (usually)

Trading

Without accrued interest

With accrued interest

Negotiation

Via assignment or assumption of contract

Via clearing system

Secondary market

Acceptable liquidity, low for structures

High liquidity

ECB eligibility

Yes, when matching ECB criteria

Contingent on issuer and structure
Source: UniCredit Research

Traditional form is "plain vanilla"

The traditional form of a Schuldschein is "plain vanilla": a principal amount is transferred
from the investor to the issuer, the issuer pays interest to the investor, and the principal is
returned to the issuer at the end of the contract. Although Schuldschein loans can generally
be transferred, investors typically follow a “buy-and-hold” investment strategy.
CHARACTERISTICS OF PLAIN VANILLA SCHULDSCHEIN LOANS
Characteristics

Details

Coupon

Fixed or floating: floater based on 3M or 6M Euribor

Coupon payment

In arrears

Maturity

3M to 30Y, most common 5 to 15 years

Volume

No restriction, ranges from EUR 0.5mn to EUR 500mn

Denomination

EUR 25mn standard for federal and state governments (min. EUR 1mn); usually lower for
others (as low as EUR 50.000)

Redemption

At maturity, without options
Source: UniCredit Research

Structured Schuldschein loans
are becoming more and more
common

UniCredit Research

Structured Schuldschein loans have become increasingly popular. Such products include multi-callable, credit-, index- or other derivative-linked Schuldschein loans. They are
often investor-driven since they can be tailored specifically to the investment needs of investors.
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EXAMPLES OF STRUCTURED SCHULDSCHEIN PRODUCTS
Name

Description

Step-up

Increasing size of coupon payment

Step-down

Decreasing size of coupon payment

Puttable

Investor has the right to terminate contract before it comes due

Callable

Issuer has the right to terminate contract before it comes due

Capped floater

Variable interest payment with maximum interest rate

Multi-tranche

Increase of issue volume over time (optional or compulsory)

Range Accruals

Interest payment depends on the number of times interest rates are within a certain range

Snowball

Coupon payment equals coupon of year before plus/minus predetermined amount

TARN

Payment of coupons as long as the sum of the so far paid coupons exceeds a predetermined
target, subsequently termination of the contract

CMS

Coupon payment according to constant maturity swap (CMS) yield

Inflation linked

Coupon payment linked to predefined inflation index

Equity linked

Coupon or principal linked to predefined share index

FX linked

Coupon or principal linked to development of predefined foreign currency

Zero coupon

No coupon payments, but receive discount from face value
Source: UniCredit Research

Terms and Conditions
Less stringent documentation
requirements

Schuldschein loan agreements are characterized by the informal nature of their documentation. The documents usually include only a few pages. The table below summarizes
the information included in a Schuldschein loan agreement.
INFORMATION INCLUDED IN A SCHULDSCHEIN LOAN DOCUMENT
– Details of the parties
– Principal amount of the loan
– Interest rate
– Due dates for interest payments
– Repayment date
– Terms of calling or assigning the loan
– Governing law and jurisdiction (in practice almost always German law)
Source: UniCredit Research

…thanks to strict legal framework

This simple form is possible since the Schuldschein concept is embedded in a strict
legal framework: the German Civil code ("Bürgerliches Gesetzbuch" – § 488 et seq.).
This makes the short documentation possible and more importantly, protects issuers and investors.

"Bürgerliches Gesetzbuch"

§ 488 et seq.: These articles regulate the credit instrument of loans with respect to loan conditions in general, as well as duties of lenders and borrowers. § 488, being the most important
one, deals with the typical duties of a loan agreement, such as duration, maturity and interest
payments. §§ 489-490 regulate the cancellations of loans, for example cancellation periods
and exceptional cancellation rights.

Documentation for structured
instruments more complex

The documentation for structured products is more substantial. It must contain additional information and can become very complex, especially in the case of complicated structures. In addition to plain vanilla loan agreements, it may contain intricate interest rate, repayment and prepayment conditions.

UniCredit Research
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More extensive also for nonGerman borrowers

Schuldschein loans granted to non-German borrowers often contain more extensive
provisions. Attention is paid to the specific preferences and concerns of both issuers and
investors. A waiver of set-off ("Aufrechnungsverzicht") for the loan is included according to §
54 Insurance Supervisory Act ("Versicherungsaufsichtsgesetz"), which is important for German insurance investors. Furthermore, the documentation may include negative pledge
clauses, certain undertakings of the borrower, increased cost clauses, representations and
warranties, events of default, etc.

Foreign Schuldschein loans
usually under German law

The governing law for foreign issuers tends to be German law, although it is possible to
issue a Schuldschein under foreign law as well.

Transfer of Schuldschein Loans
Transfer by assignment

A Schuldschein can be transferred by way of written assignment. It can be assigned
either as a whole or in part. While such a transfer would be valid without notification of the
issuer, it is common practice to provide information of a transfer. There is no limit to the number of times a Schuldschein can be assigned.

In theory, novation is also possible

Another way of transferring a Schuldschein is by assumption of contract. The effect of
this more complicated transfer is similar to a novation under British law. The original contract
is declared void and a new contract is set up between the borrower and the new lender. The
original lender is freed of all residual liability. In practice, Schuldscheins are usually transferred by way of assignment.

Right of Early Repayment
Right of early repayment does
not apply for public authorities

According to § 489 of the German civil code, issuers of fixed-rate plain vanilla Schuldschein loans have a right of early repayment after 10 years. This rule was originally designed to protect borrowers from being tied to fixed interest rates for an excessively long period of time. However, it only applies to private individuals, corporates and financial institutions, not to public authorities (i.e. German states).

Regulatory Attractiveness for Investors
No mark-to-market for plain
vanilla Schuldschein loans

The favorable accounting treatment of Schuldschein loans is one of their attractive
characteristics. Plain-vanilla Schuldschein loans do not have to be mark-to-market. This
holds true both under German accounting rules and IFRS. Below, we describe the accounting
treatment under IFRS, while German accounting has a similar approach.

Four categories possible under
IFRS

According to IFRS, there are four different categories in which Schuldschein loans can
be recorded on the asset side of the investor’s balance sheet: 1) "At fair value through
Profit or Loss", 2) "Held-to-Maturity", 3) "Loans and Receivables", and 4) "Available-for-Sale".

Schuldschein valued at amortized cost

Given that plain vanilla Schuldschein loans are in essence bilateral loan agreements,
they are treated accordingly. Thus, they can be recorded in the category "Loans and Receivables". If the investor intends to hold the Schuldschein until it becomes due, there is also
the possibility to record it in "Held-to-Maturity". The attractiveness of both categories is that
the investor does not have to mark-to-market its position and does not have to record losses
(and gains) in the P&L (with the exception of impairment). The positions can be reported at

UniCredit Research
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amortized cost avoiding P&L volatility, which would be the consequence of fair value accounting.
ACCOUNTING TREATMENT OF SCHULDSCHEIN LOANS UNDER IFRS
At Fair Value through Profit or Loss (aFVtPL)
Held for trading
(1) short-term selling/repurchasing
(2) part of a portfolio with evidence
of short-term profit-taking
(3) derivatives

Designated as aFVtPL
– designated by the entity upon initial
recognition

Subsequent
valuation at
fair value
through P&L

Held-to-Maturity Investments (HtM)
Subsequent
valuation at
amortized cost

– non-derivative financial assets with fixed or determinable payments and fixed maturity
– entity has the intention and ability to hold to maturity

Loans and Receivables (LaR)
Subsequent
valuation at
amortized cost

– non-derivative financial assets with fixed or determinable payments
– not quoted in an active market

Available-for-Sale (AfS)
– non-derivative financial assets
– residual

Subsequent
valuation at
fair value
through equity

,

Source: UniCredit Research

Structures can be recorded as
embedded derivatives

The accounting treatment of structured products is more complicated and at least a
part of the Schuldschein has to be mark-to-market. If payments are not fixed or determinable, such as convertibles, involve options, or are linked to share indexes/FX developments, a
Schuldschein loan cannot be treated as a loan and can no longer escape fair value accounting.
There are two main options to record structured Schuldschein loans:

Either the whole product…

■

Option 1: The most pragmatic option is to disclose the investment in the category
"At fair value through Profit or Loss". This is fairly straightforward and changes in the market price will be disclosed on the balance sheet and recognized in the P&L.

…or the structure has to be
marked-to-market

■

Option 2: A second approach is to apply the "embedded derivative concept" by separating
the structured Schuldschein into (a) a host contract (a fixed or floating or zero coupon
Schuldschein loan) and (b) an embedded derivative. This implies that (a) can be recorded
at amortized cost as a plain-vanilla Schuldschein and (b) "At fair value through Profit or
Loss".

Structured Schuldschein loans
in practice mark-to-market

While option 2 is attractive as at least the plain-vanilla part of the Schuldschein does
not have to be marked-to-market, it can be highly complicated to split up the structure
from the plain vanilla part. Option 1 (mark-to-market the entire structure Schuldschein) is
more straightforward.

UniCredit Research
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IFRS 9 – new accounting rules for financial instruments to
replace IAS 39
IFRS 9 to replace IAS 39

The publication of IFRS 9 represents the completion of the first part of a three-part project to replace IAS 39 Financial Instruments with a new standard, IFRS 9. Proposals addressing the second part, the impairment methodology for financial assets, were published for
public comment at the beginning of November 2009, while proposals on the third part, hedge
accounting, continue to be developed and are tentatively expected for the end of 2010. The
effective date for mandatory adoption of IFRS 9 is 1 January 2013, but early adoption is permitted. However, the EU has postponed the introduction of IFRS 9 in its current form.

IAS 39 categories cease to
exist under new standard

The IAS 39 categories will no longer exist under the new standard. Financial instruments can be measured either at amortized cost or at fair value. Measurement at amortized cost is only permitted if: the objective of the company's business model is to hold assets
in order to collect contractual cash flow, and the contractual terms of financial instruments
give rise on specified dates to cash flows that are solely payments of principal and interest on
the principal amount outstanding. Interest is remuneration for the time value of money and for
the credit risk.

No change for plain vanilla
Schuldschein loans

However, if the objective of a company's business model is to hold and buy assets and collect
cash flows, plain-vanilla products with fixed coupon payments and a fixed maturity as well as
common floating rate notes can be measured at amortized cost using the effective interest
method. Thus, for Schuldschein loans with fixed coupon payments and a fixed maturity,
nothing will change if the respective business model is applied.

ECB-Eligibility
ECB eligible

Since 2007, Schuldschein loans are eligible for ECB credit operations with the introduction of the new framework for monetary policy instruments and procedures of the
ECB. This has been a favorable development for the Schuldschein loan market as it makes
the instrument more interesting for banks as investors.

Strict criteria

There are relatively strict criteria for Schuldschein loans to be ECB eligible. Not surprisingly, complex structured Schuldschein loans cannot be used in ECB operations. An eligible
Schuldschein loan has to be denominated in EUR; have creditworthiness of at least BBB- (at
S&P or Fitch) or Baa3 (at Moody's); be issued or guaranteed by a euro area non-financial
corporation, euro area public sector entity or supranational institution; and have a certain minimum size. For details, please refer to the table below.

Eligible even before physical
delivery

The point in time at which Schuldschein loans are eligible for ECB credit operations
has been clarified by the Association of German Pfandbrief Banks (vdp). Accordingly,
Schuldschein loans are eligible even if the counterparty does not physically hold the Schuldschein loan yet (which usually takes three to six weeks after the transaction has been executed). It is important that the legal claim exists. The clarification is based on a letter from the
Bundesbank to the vdp. This implies that Pfandbrief issuers are able to use Schuldschein
loans with ECB operations in the time span between buying the Schuldschein and physically
receiving it (at which point Pfandbrief issuers put it in the cover pool).

Increased interest of European
banks

ECB eligibility of Schuldschein loans is positive for the market. Traditionally, the most
important group of investors in Schuldschein loans have been insurance companies due to
favorable accounting treatment of Schuldschein loans (no mark-to-market of plain vanilla
Schuldschein loans). The possibility of using Schuldschein loans to obtain ECB liquidity increases the incentive for European banks to invest in this instrument.

UniCredit Research
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ECB ELIGIBILITY CRITERIA FOR NON-MARKETABLE ASSETS, WHICH INCLUDE SCHULDSCHEIN LOANS
Type of asset

Credit claims

Type of debtor/guarantor

Non-financial corporations, public sector entities, international or supranational institutions.

Place of establishment of the
debtor/guarantor

Euro area

Currency of denomination

The credit claim must be denominated in EUR.

Credit standards

The quality of credit claims is assessed through the underlying creditworthiness of the debtor/guarantor. The minimum requirement is defined in terms of BBB- by S&P or Fitch, or Baa3 by Moody's. Alternative credit assessments (e.g., internal
rating based) are possible (then the equivalent to the above mentioned minimum requirement is used).

Minimum size

In an interim period (1 January 2007 to 31 December 2011), each national central bank may apply a minimum size of its
choice for domestic credit claims. Meanwhile, a minimum threshold of EUR 500,000 is applicable for cross-border use. From
1 January 2012, a common minimum threshold of EUR 500,000 will be applicable.

Governing law

Law of a euro area member state.
Source: ECB, UniCredit Research

Issuers
Public Sector Issuers
Public Schuldschein market
shrinks as more bonds are
being issued

German public authorities are the most important group of issuers in the Schuldschein
loan market. The total public Schuldschein market was sized EUR 302bn at the end of 1Q11,
which is 32% lower than in 1999. The reason for this decrease is the stronger reliance of the
public sector on bond financing. Since 1999, the volume of bonds issued by German public
authorities has more than doubled to a total of EUR 1,445bn at the end of 1Q11. The German
federal government particularly has relied more heavily on bond financing since the introduction of the euro and the development of the euro-zone bond market.

PUBLIC SECTOR ENTITIES ISSUE LESS SCHULDSCHEIN LOANS…

…WHILE BOND FINANCING IS ON THE RISE
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Source: Bundesbank, UniCredit Research

German states largest subgroup of issuers

UniCredit Research

The largest sub-group of issuers within the public Schuldschein loan market are the
German states. They account for about 53% of the total public market, or EUR 155bn. Municipalities account for 43% of the market, or EUR 125bn (including contractually agreed
loans). The share of municipalities has been increasing over time, while that of the two other
government layers is decreasing. The smallest group is the German federal government,
which has only EUR 13bn of Schuldschein loans outstanding, or 4% of the total market.
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GERMAN STATES ARE LARGEST GROUP OF ISSUERS (1Q11)

ROLE OF SCHULDSCHEIN LOANS IN TOTAL DEBT
100%
90%

Total 1Q11: EUR 293bn

Municipalities
EUR 125bn

2000

1Q11

SSD % of total debt

79.0%

70%
60%
50%
40%
30%

29.3%

20%
States
EUR 155bn

96.6% 96.7%

80%

10%
Bund
EUR 13bn

0%

7.4% 1.2%
Bund

* includes contractually agreed loans.

States

Municipalities

Source: Bundesbank, UniCredit Research

Role of federal government low
and decreasing

The low share of the federal government in the public Schuldschein market is a reflection of the minor role the instrument plays in the Bund's refinancing strategy. At the end
of 1Q11, only 1.2% of its total debt stock was raised through Schuldschein loans (down from
7.4% in 2000). German states rely more heavily on Schuldschein loans than the Bund
(29.3%), although their reliance on the instrument has decreased as well (down from 79% in
2000). The states have increasingly turned to bond issuance to raise funds.

Access of municipalities to
capital markets is limited

Municipalities have the heaviest reliance on Schuldschein loans and contractually
agreed loans to raise funds. Schuldschein loans comprise 96.7% of their debt. Due to
the small individual financing volumes, access to the capital market remains limited.

Non-Public Sector Issuers
Wide range of non-public issuers

UniCredit Research

There is a wide range of non-public issuers. However, there is hardly any data on the size
of these market segments. Non-public issuers include:

■

Corporates: In the corporate sector, Schuldschein loans are issued by well-known corporations of good credit standing. This segment has an estimated market size of EUR 25bn
with new issues of approx. EUR 5bn per year. 2008 and 2009 were exceptional years with
new issuance of EUR 20bn and EUR 15bn, respectively. For details on the Corporate
Schuldschein market, please refer to our Sector Report published on 23 June 2010.

■

Banks: Savings, commercial, and mortgage banks also issue Schuldschein, but also German development banks (e.g., NRW.Bank, L-Bank). Kreditanstalt für Wiederaufbau has a
renewed issuance of Schuldschein loans.
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Non-German Issuers
Diversification tool

There are also non-German issuers of Schuldschein loans. They are comprised of supranational institutions (e.g., European Investment Bank, Nordic Investment Bank), EU member
states (e.g, Italy, Spain, Poland, Austria) and sub-sovereigns (e.g. Spanish regions), numerous agencies (e.g., ICO, KommuneKredit, MuniFin, Bank Nederlandse Gemeenten, Nederlandse Waterschapsbank), and foreign banks with good credit ratings. The instrument allows
issuers to diversify their funding mix and broaden their investor base by addressing the investment needs of German institutional investors.

Issuers from a wide range of
countries

In the past, there have been foreign issuers of Schuldschein loans from a large number
of countries. These include Austria, Belgium, Ireland, Italy, Poland and Spain. Foreign issuance of Schuldschein loans has decreased considerably during the financial crisis.

No early repayment for foreign
local issuers

As is the case for German issuers, the right of early repayment after ten years for fixedrate Schuldschein loans does not apply to foreign local and regional issuers. It only
applies to foreign corporates or financial institutions issuing a Schuldschein under German
law.

Investors
Institutional investors with
long-term investment objective

Investors in Schuldschein loans are mainly institutional investors with a long-term investment objective. The most prominent group of investors in the German Schuldschein
market are insurance companies. Their interest arises from their "buy-and-hold" investment
strategy, allowing them to benefit from the favorable accounting treatment (no mark-to-market
for plain-vanilla Schuldschein loans). Furthermore, structured Schuldschein loans are attractive given that they can be tailored exactly to the investment needs of insurance companies.
Insurance companies reported EUR 114.6bn of Schuldschein loans to public authorities and
EUR 175.1bn to banks (Schuldschein and registered bonds) on their books at the end of
1Q11. This represents 9.7% and 14.9% of their total capital investment respectively (Source:
BaFin).

Substantial foreign investment
in Schuldschein loans

Further important groups of investors in the Schuldschein loan market are investment
funds, mortgage, and commercial banks. There is also substantial foreign investment in
the German Schuldschein loan market. Owing to the IFRS application, increased foreign interest in German Schuldschein loans is supported.

Primary Market for Schuldschein Loans
Domestic banks are the main
arrangers and intermediaries

UniCredit Research

The large German private commercial banks and Landesbanks typically act both as
arrangers and intermediaries for Schuldschein loans. Historically, this market was the
domain of German Landesbanks, which used this instrument to syndicate their larger corporate loans to their associated savings banks. In the meantime, however, the distribution of
Schuldschein loans has been broadened to encompass institutional investors, which made it
attractive to other commercial banks.
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Structure and pricing
mechanism

The structure of the Schuldschein loan reflects the preference of the issuer insofar as
the issuer can indicate to the operating bank the preferred amount, maturity and indicative funding levels. The determinants for pricing a Schuldschein loan are similar to
those for the public or private bond market. These are credit quality and rating (if available),
structure, maturity, covenants and secondary market levels of comparable public bond issues
and syndicated loans (if available).

Reverse inquiry market

The arranging process in the Schuldschein loan market works in two basic ways:

■

The arranging bank facilitates the opportunity for the investor to enter into a direct bilateral
loan agreement with the issuer.

■

The arranging bank enters into a bilateral loan agreement with the issuer and sells the
Schuldschein loan later to one/several other investors.

In both cases, the bank will negotiate and arrange the transaction, i.e., execute and arrange
for exchange of all documents pertaining to the transaction.
Issuer always informed of
transfer

As Schuldschein loans are not bearer securities but transferable loan certificates, the
issuer will be informed about any transfers of the Schuldschein loan after the initial
issue. Timely information is of the essence in order to ensure timely payment of interest to
the beneficiary owner of the Schuldschein loan at the time of coupon payment - or indeed
redemption at maturity.

Secondary Market
Secondary market exists, but
has low liquidity

There is a secondary market for Schuldschein loans due to the possibility to freely reassign the paper.
It has the following characteristics:

■

Trading takes place over-the-counter.

■

The secondary market for Schuldschein loans is less liquid than for bonds. One big impediment is the need to physically deliver the document.

■

Prices are quoted on request - mainly by German banks.

Non-German Schuldschein loans are traded less frequently than German Schuldschein loans.
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Disclaimer
Our recommendations are based on information obtained from, or are based upon public information sources that we consider to be reliable but for the completeness and accuracy of which we assume no liability. All estimates and opinions included in the report represent the independent judgment of the analysts as of the date of the issue. We reserve
the right to modify the views expressed herein at any time without notice. Moreover, we reserve the right not to update this information or to discontinue it altogether without
notice.
This analysis is for information purposes only and (i) does not constitute or form part of any offer for sale or subscription of or solicitation of any offer to buy or subscribe for any
financial, money market or investment instrument or any security, (ii) is neither intended as such an offer for sale or subscription of or solicitation of an offer to buy or subscribe
for any financial, money market or investment instrument or any security nor (iii) as an advertisement thereof. The investment possibilities discussed in this report may not be
suitable for certain investors depending on their specific investment objectives and time horizon or in the context of their overall financial situation. The investments discussed
may fluctuate in price or value. Investors may get back less than they invested. Changes in rates of exchange may have an adverse effect on the value of investments. Furthermore, past performance is not necessarily indicative of future results. In particular, the risks associated with an investment in the financial, money market or investment instrument or security under discussion are not explained in their entirety.
This information is given without any warranty on an "as is" basis and should not be regarded as a substitute for obtaining individual advice. Investors must make their own determination of the appropriateness of an investment in any instruments referred to herein based on the merits and risks involved, their own investment strategy and their legal,
fiscal and financial position. As this document does not qualify as an investment recommendation or as a direct investment recommendation, neither this document nor any part
of it shall form the basis of, or be relied on in connection with or act as an inducement to enter into, any contract or commitment whatsoever. Investors are urged to contact their
bank's investment advisor for individual explanations and advice.
Neither UniCredit Bank AG, UniCredit Bank AG London Branch, UniCredit Bank AG Vienna Branch, UniCredit Bank AG Milan Branch, UniCredit Securities, UniCredit Menkul
Değerler A.Ş., Zagrebačka banka and UniCredit Bulbank nor any of their respective directors, officers or employees nor any other person accepts any liability whatsoever (in
negligence or otherwise) for any loss howsoever arising from any use of this document or its contents or otherwise arising in connection therewith.
This analysis is being distributed by electronic and ordinary mail to professional investors, who are expected to make their own investment decisions without undue reliance on
this publication, and may not be redistributed, reproduced or published in whole or in part for any purpose.
Responsibility for the content of this publication lies with:
a) UniCredit Bank AG, Am Tucherpark 16, 80538 Munich, Germany, (also responsible for the distribution pursuant to §34b WpHG). The company belongs to UCI Group.
Regulatory authority: “BaFin“ – Bundesanstalt für Finanzdienstleistungsaufsicht, Lurgiallee 12, 60439 Frankfurt, Germany.
b) UniCredit Bank AG London Branch, Moor House, 120 London Wall, London EC2Y 5ET, United Kingdom.
Regulatory authority: “BaFin“ – Bundesanstalt für Finanzdienstleistungsaufsicht, Lurgiallee 12, 60439 Frankfurt, Germany and subject to limited regulation by the Financial Services Authority (FSA), 25 The North Colonnade, Canary Wharf, London E14 5HS, United Kingdom. Details about the extent of our regulation by the Financial Services Authority
are available from us on request.
c) UniCredit Bank AG Milan Branch, Via Tommaso Grossi 10, 20121 Milan, Italy, duly authorized by the Bank of Italy to provide investment services.
Regulatory authority: “Bank of Italy”, Via Nazionale 91, 00184 Roma, Italy and Bundesanstalt für Finanzdienstleistungsaufsicht, Lurgiallee 12, 60439 Frankfurt, Germany.
d) UniCredit Bank AG Vienna Branch, Julius-Tandler-Platz 3, 1090 Vienna, Austria
Regulatory authority: Finanzmarktaufsichtsbehörde (FMA), Otto-Wagner-Platz 5, 1090 Vienna, Austria and subject to limited regulation by the “BaFin“ – Bundesanstalt für Finanzdienstleistungsaufsicht, Lurgiallee 12, 60439 Frankfurt, Germany. Details about the extent of our regulation by the Bundesanstalt für Finanzdienstleistungsaufsicht are
available from us on request.
e) UniCredit Securities, Boulevard Ring Office Building, 17/1 Chistoprudni Boulevard, Moscow 101000, Russia
Regulatory authority: Federal Service on Financial Markets, 9 Leninsky prospekt, Moscow 119991, Russia
f) UniCredit Menkul Değerler A.Ş., Büyükdere Cad. No. 195, Büyükdere Plaza Kat. 5, 34394 Levent, Istanbul, Turkey
Regulatory authority: Sermaye Piyasası Kurulu – Capital Markets Board of Turkey, Eskişehir Yolu 8.Km No:156, 06530 Ankara, Turkey
g) Zagrebačka banka, Paromlinska 2, HR-10000 Zagreb, Croatia
Regulatory authority: Croatian Agency for Supervision of Financial Services, Miramarska 24B, 10000 Zagreb, Croatia
h) UniCredit Bulbank, Sveta Nedelya Sq. 7, BG-1000 Sofia, Bulgaria
Regulatory authority: Financial Supervision Commission (FSC), 33 Shar Planina str.,1303 Sofia, Bulgaria
This report may contain excerpts sourced from UniCredit Bank Russia, UniCredit Tiriac Bank, Bank Pekao or Yapi Kredi all members of the UniCredit group. If so, the pieces and
the contents have not been materially altered.
POTENTIAL CONFLICTS OF INTERESTS
Company

Key

Key 1a: UniCredit Bank AG, UniCredit Bank AG London Branch, UniCredit Bank AG Vienna Branch, UniCredit Bank AG Milan Branch, UniCredit Securities, UniCredit Menkul
Değerler A.Ş., Zagrebačka banka and UniCredit Bulbank and/or a company affiliated with it (pursuant to relevant domestic law) owns at least 2% of the capital stock of the company.
Key 1b: The analyzed company owns at least 2% of the capital stock of UniCredit Bank AG, UniCredit Bank AG London Branch, UniCredit Bank AG Vienna Branch, UniCredit
Bank AG Milan Branch, UniCredit Securities, UniCredit Menkul Değerler A.Ş., Zagrebačka banka and UniCredit Bulbank and/or a company affiliated with it (pursuant to relevant
domestic law).
Key 2: UniCredit Bank AG, UniCredit Bank AG London Branch, UniCredit Bank AG Vienna Branch, UniCredit Bank AG Milan Branch, UniCredit Securities, UniCredit Menkul
Değerler A.Ş., Zagrebačka banka and UniCredit Bulbank and/or a company affiliated with it (pursuant to relevant domestic law) belonged to a syndicate that has acquired securities or any related derivatives of the analyzed company within the twelve months preceding publication, in connection with any publicly disclosed offer of securities of the analyzed company, or in any related derivatives.
Key 3: UniCredit Bank AG, UniCredit Bank AG London Branch, UniCredit Bank AG Vienna Branch, UniCredit Bank AG Milan Branch, UniCredit Securities, UniCredit Menkul
Değerler A.Ş., Zagrebačka banka and UniCredit Bulbank and/or a company affiliated (pursuant to relevant domestic law) administers the securities issued by the analyzed company on the stock exchange or on the market by quoting bid and ask prices (i.e. acts as a market maker or liquidity provider in the securities of the analyzed company or in any
related derivatives).
Key 4: The analyzed company and UniCredit Bank AG, UniCredit Bank AG London Branch, UniCredit Bank AG Vienna Branch, UniCredit Bank AG Milan Branch, UniCredit
Securities, UniCredit Menkul Değerler A.Ş., Zagrebačka banka and UniCredit Bulbank and/or a company affiliated (pursuant to relevant domestic law) concluded an agreement
on services in connection with investment banking transactions in the last 12 months, in return for which the Bank received a consideration or promise of consideration.
Key 5: The analyzed company and UniCredit Bank AG, UniCredit Bank AG London Branch, UniCredit Bank AG Vienna Branch, UniCredit Bank AG Milan Branch, UniCredit
Securities, UniCredit Menkul Değerler A.Ş., Zagrebačka banka and UniCredit Bulbank and/or a company affiliated (pursuant to relevant domestic law) have concluded an agreement on the preparation of analyses.
Key 6a: Employees of UniCredit Bank AG Milan Branch and/or members of the Board of Directors of UniCredit (pursuant to relevant domestic law) are members of the Board of
Directors of the Issuer. Members of the Board of Directors of the Issuer hold office in the Board of Directors of UniCredit (pursuant to relevant domestic law).
Key 6b: The analyst is on the supervisory/management board of the company they cover.
Key 7: UniCredit Bank AG Milan Branch and/or other Italian banks belonging to the UniCredit Group (pursuant to relevant domestic law) extended significant amounts of credit
facilities to the Issuer.
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Overview of our ratings
You will find the history of rating regarding recommendation changes as well as an overview of the breakdown in absolute and relative terms of our investment ratings on our
websites www.research.unicreditgroup.eu and www.cib-unicredit.com/research-disclaimer under the heading “Disclaimer.”
Note on what the evaluation of equities is based:
We currently use a three-tier recommendation system for the stocks in our formal coverage: Buy, Hold, or Sell (see definitions below):
A Buy is applied when the expected total return over the next twelve months is higher than the stock's cost of equity.
A Hold is applied when the expected total return over the next twelve months is lower than its cost of equity but higher than zero.
A Sell is applied when the stock's expected total return over the next twelve months is negative.
We employ three further categorizations for stocks in our coverage:
Restricted: A rating and/or financial forecasts and/or target price is not disclosed owing to compliance or other regulatory considerations such as blackout period or conflict of
interest.
Coverage in transition: Due to changes in the research team, the disclosure of a stock's rating and/or target price and/or financial information are temporarily suspended. The
stock remains in the research universe and disclosures of relevant information will be resumed in due course.
Not rated: Suspension of coverage.
Company valuations are based on the following valuation methods: Multiple-based models (P/E, P/cash flow, EV/sales, EV/EBIT, EV/EBITA, EV/EBITDA), peer-group comparisons, historical valuation approaches, discount models (DCF, DVMA, DDM), break-up value approaches or asset-based evaluation methods. Furthermore, recommendations are
also based on the Economic profit approach. Valuation models are dependent on macroeconomic factors, such as interest rates, exchange rates, raw materials, and on assumptions about the economy. Furthermore, market sentiment affects the valuation of companies. The valuation is also based on expectations that might change rapidly and without
notice, depending on developments specific to individual industries. Our recommendations and target prices derived from the models might therefore change accordingly. The
investment ratings generally relate to a 12-month horizon. They are, however, also subject to market conditions and can only represent a snapshot. The ratings may in fact be
achieved more quickly or slowly than expected, or need to be revised upward or downward.
Note on the bases of evaluation for interest-bearing securities:
Our investment ratings are in principle judgments relative to an index as a benchmark.
Issuer level:
Marketweight: We recommend having the same portfolio exposure in the name as the respective reference index (the iBoxx index universe for high-grade names and the ML
EUR HY index for sub-investment grade names).
Overweight: We recommend having a higher portfolio exposure in the name as the respective reference index (the iBoxx index universe for high-grade names and the ML EUR
HY index for sub-investment grade names).
Underweight: We recommend having a lower portfolio exposure in the name as the respective reference index (the iBoxx index universe for high-grade names and the ML EUR
HY index for sub-investment grade names).
Instrument level:
Core hold: We recommend holding the respective instrument for investors who already have exposure.
Sell: We recommend selling the respective instrument for investors who already have exposure.
Buy: We recommend buying the respective instrument for investors who already have exposure.
Trading recommendations for fixed-interest securities mostly focus on the credit spread (yield difference between the fixed-interest security and the relevant government bond or
swap rate) and on the rating views and methodologies of recognized agencies (S&P, Moody’s, Fitch). Depending on the type of investor, investment ratings may refer to a short
period or to a 6 to 9-month horizon. Please note that the provision of securities services may be subject to restrictions in certain jurisdictions. You are required to acquaint yourself with local laws and restrictions on the usage and the availability of any services described herein. The information is not intended for distribution to or use by any person or
entity in any jurisdiction where such distribution would be contrary to the applicable law or provisions.
The prices used in the analysis are the closing prices of the appropriate local trading system or the closing prices on the relevant local stock exchanges available on the mentioned date at 23:59 CET, unless otherwise specified. In the case of unlisted stocks, the average market prices based on various major broker sources (OTC market) on the
mentioned date at 23:59 CET, unless otherwise specified, are used.
The MSCI sourced information is the exclusive property of Morgan Stanley Capital International Inc. (MSCI). Without prior written permission of MSCI, this information and any
other MSCI intellectual property may not be reproduced, redisseminated or used to create any financial products, including any indices. This information is provided on an “as is”
basis. The user assumes the entire risk of any use made of this information. MSCI, its affiliates and any third party involved in, or related to, computing or compiling the information hereby expressly disclaim all warranties of originality, accuracy, completeness, merchantability or fitness for a particular purpose with respect to any of this information.
Without limiting any of the foregoing, in no event shall MSCI, any of its affiliates or any third party involved in, or related to, computing or compiling the information have any
liability for any damages of any kind. MSCI, Morgan Stanley Capital International and the MSCI indexes are services marks of MSCI and its affiliates.
The Global Industry Classification Standard (GICS) was developed by and is the exclusive property of Morgan Stanley Capital International Inc. and Standard & Poor’s. GICS is a
service mark of MSCI and S&P and has been licensed for use by UniCredit Bank AG.
Coverage Policy
A list of the companies covered by UniCredit Bank AG, UniCredit Bank AG London Branch, UniCredit Bank AG Vienna Branch, UniCredit Bank AG Milan Branch, UniCredit
Securities, UniCredit Menkul Değerler A.Ş., Zagrebačka banka and UniCredit Bulbank is available upon request.
Frequency of reports and updates
It is intended that each of these companies be covered at least once a year, in the event of key operations and/or changes in the recommendation. Companies for which
UniCredit Bank AG Milan Branch acts as Sponsor or Specialist must be covered in accordance with the regulations of the competent market authority.
SIGNIFICANT FINANCIAL INTEREST:
UniCredit Bank AG, UniCredit Bank AG London Branch, UniCredit Bank AG Vienna Branch, UniCredit Bank AG Milan Branch, UniCredit Securities, UniCredit Menkul Değerler
A.Ş., Zagrebačka banka and UniCredit Bulbank and/or a company affiliated (pursuant to relevant national German, Italian, Austrian, UK, Russian and Turkish law) with them
regularly trade shares of the analyzed company. UniCredit Bank AG, UniCredit Bank AG London Branch, UniCredit Bank AG Vienna Branch, UniCredit Bank AG Milan Branch,
UniCredit Securities, UniCredit Menkul Değerler A.Ş., Zagrebačka banka and UniCredit Bulbank may hold significant open derivative positions on the stocks of the company
which are not delta-neutral.
Analyses may refer to one or several companies and to the securities issued by them. In some cases, the analyzed issuers have actively supplied information for this analysis.
ANALYST DECLARATION
The author’s remuneration has not been, and will not be, geared to the recommendations or views expressed in this study, neither directly nor indirectly.
ORGANIZATIONAL AND ADMINISTRATIVE ARRANGEMENTS TO AVOID AND PREVENT CONFLICTS OF INTEREST
To prevent or remedy conflicts of interest, UniCredit Bank AG, UniCredit Bank AG London Branch, UniCredit Bank AG Vienna Branch, UniCredit Bank AG Milan Branch,
UniCredit Securities, UniCredit Menkul Değerler A.Ş., Zagrebačka banka and UniCredit Bulbank have established the organizational arrangements required from a legal and
supervisory aspect, adherence to which is monitored by its compliance department. Conflicts of interest arising are managed by legal and physical and non-physical barriers
(collectively referred to as “Chinese Walls”) designed to restrict the flow of information between one area/department of UniCredit Bank AG, UniCredit Bank AG London Branch,
UniCredit Bank AG Vienna Branch, UniCredit Bank AG Milan Branch, UniCredit Securities, UniCredit Menkul Değerler A.Ş., Zagrebačka banka and UniCredit Bulbank and another. In particular, Investment Banking units, including corporate finance, capital market activities, financial advisory and other capital raising activities, are segregated by physical and non-physical boundaries from Markets Units, as well as the research department. In the case of equities execution by UniCredit Bank AG Milan Branch, other than as a
matter of client facilitation or delta hedging of OTC and listed derivative positions, there is no proprietary trading. Disclosure of publicly available conflicts of interest and other
material interests is made in the research. Analysts are supervised and managed on a day-to-day basis by line managers who do not have responsibility for Investment Banking
activities, including corporate finance activities, or other activities other than the sale of securities to clients.
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ADDITIONAL REQUIRED DISCLOSURES UNDER THE LAWS AND REGULATIONS OF JURISDICTIONS INDICATED
Notice to Australian investors
This publication is intended for wholesale clients in Australia subject to the following:
UniCredit Bank AG (UCB AG) and its branches do not hold an Australian Financial Services licence but are exempt from the requirement to hold a licence under the Act in respect of
the financial services to wholesale clients. UCB AG and its branches are regulated by BaFin under German laws, which differ from Australian laws. This document is only for distribution
to wholesale clients as defined in Section 761G of the Corporations Act. UCB AG and its branches are not Authorised Deposit Taking Institutions under the Banking Act 1959 and are
not authorised to conduct a banking business in Australia.
Notice to Austrian investors
This document does not constitute or form part of any offer for sale or subscription of or solicitation of any offer to buy or subscribe for any securities and neither this document
nor any part of it shall form the basis of, or be relied on in connection with or act as an inducement to enter into, any contract or commitment whatsoever.
This document is confidential and is being supplied to you solely for your information and may not be reproduced, redistributed or passed on to any other person or published, in
whole or part, for any purpose.
Notice to Czech investors
This report is intended for clients of UniCredit Bank AG, UniCredit Bank AG London Branch, UniCredit Bank AG Vienna Branch, UniCredit Bank AG Milan Branch, UniCredit
Securities, UniCredit Menkul Değerler A.Ş., Zagrebačka banka and UniCredit Bulbank in the Czech Republic and may not be used or relied upon by any other person for any
purpose.
Notice to Italian investors
This document is not for distribution to retail clients as defined in article 26, paragraph 1(e) of Regulation n. 16190 approved by CONSOB on 29 October 2007.
In the case of a short note, we invite the investors to read the related company report that can be found on UniCredit Research website www.research.unicreditgroup.eu.
Notice to Japanese investors
This document does not constitute or form part of any offer for sale or subscription for or solicitation of any offer to buy or subscribe for any securities and neither this document
nor any part of it shall form the basis of, or be relied on in connection with or act as an inducement to enter into, any contract or commitment whatsoever.
Notice to Polish investors
This document is intended solely for professional clients as defined in Art. 3 39b of the Trading in Financial Instruments Act of 29 July 2005.The publisher and distributor of the
recommendation certifies that it has acted with due care and diligence in preparing the recommendation, however, assumes no liability for its completeness and accuracy.
Notice to Russian investors
As far as we are aware, not all of the financial instruments referred to in this analysis have been registered under the federal law of the Russian Federation "On the Securities
Market" dated 22 April 1996, as amended (the "Law"), and are not being offered, sold, delivered or advertised in the Russian Federation. This analysis is intended for qualified
investors, as defined by the Law, and shall not be distributed or disseminated to a general public and to any person, who is not a qualified investor.
Notice to Turkish investors
Investment information, comments and recommendations stated herein are not within the scope of investment advisory activities. Investment advisory services are provided in
accordance with a contract of engagement on investment advisory services concluded with brokerage houses, portfolio management companies, non-deposit banks and the
clients. Comments and recommendations stated herein rely on the individual opinions of the ones providing these comments and recommendations. These opinions may not suit
your financial status, risk and return preferences. For this reason, to make an investment decision by relying solely on the information stated here may not result in consequences
that meet your expectations.
Notice to UK investors
This communication is directed only at clients of UniCredit Bank AG, UniCredit Bank AG London Branch, UniCredit Bank AG Vienna Branch, UniCredit Bank AG Milan Branch,
UniCredit Securities, UniCredit Menkul Değerler A.Ş., Zagrebačka banka or UniCredit Bulbank who (i) have professional experience in matters relating to investments or (ii) are
persons falling within Article 49(2)(a) to (d) (“high net worth companies, unincorporated associations, etc.”) of the United Kingdom Financial Services and Markets Act 2000
(Financial Promotion) Order 2005 or (iii) to whom it may otherwise lawfully be communicated (all such persons together being referred to as “relevant persons”). This communication must
not be acted on or relied on by persons who are not relevant persons. Any investment or investment activity to which this communication relates is available only to relevant
persons and will be engaged in only with relevant persons.
Notice to U.S. investors
This report is being furnished to U.S. recipients in reliance on Rule 15a-6 ("Rule 15a-6") under the U.S. Securities Exchange Act of 1934, as amended. Each U.S. recipient of this
report represents and agrees, by virtue of its acceptance thereof, that it is such a "major U.S. institutional investor" (as such term is defined in Rule 15a-6) and that it understands
the risks involved in executing transactions in such securities. Any U.S. recipient of this report that wishes to discuss or receive additional information regarding any security or
issuer mentioned herein, or engage in any transaction to purchase or sell or solicit or offer the purchase or sale of such securities, should contact a registered representative of
UniCredit Capital Markets, LLC (“UCI Capital Markets”).
Any transaction by U.S. persons (other than a registered U.S. broker-dealer or bank acting in a broker-dealer capacity) must be effected with or through UCI Capital Markets.
The securities referred to in this report may not be registered under the U.S. Securities Act of 1933, as amended, and the issuer of such securities may not be subject to U.S.
reporting and/or other requirements. Available information regarding the issuers of such securities may be limited, and such issuers may not be subject to the same auditing and
reporting standards as U.S. issuers.
The information contained in this report is intended solely for certain "major U.S. institutional investors" and may not be used or relied upon by any other person for any purpose.
Such information is provided for informational purposes only and does not constitute a solicitation to buy or an offer to sell any securities under the Securities Act of 1933, as
amended, or under any other U.S. federal or state securities laws, rules or regulations. The investment opportunities discussed in this report may be unsuitable for certain investors depending on their specific investment objectives, risk tolerance and financial position. In jurisdictions where UCI Capital Markets is not registered or licensed to trade in
securities, commodities or other financial products, transactions may be executed only in accordance with applicable law and legislation, which may vary from jurisdiction to
jurisdiction and which may require that a transaction be made in accordance with applicable exemptions from registration or licensing requirements.
The information in this publication is based on carefully selected sources believed to be reliable, but UCI Capital Markets does not make any representation with respect to its
completeness or accuracy. All opinions expressed herein reflect the author’s judgment at the original time of publication, without regard to the date on which you may receive
such information, and are subject to change without notice.
UCI Capital Markets may have issued other reports that are inconsistent with, and reach different conclusions from, the information presented in this report. These publications
reflect the different assumptions, views and analytical methods of the analysts who prepared them. Past performance should not be taken as an indication or guarantee of future
performance, and no representation or warranty, express or implied, is provided in relation to future performance.
UCI Capital Markets and any company affiliated with it may, with respect to any securities discussed herein: (a) take a long or short position and buy or sell such securities; (b)
act as investment and/or commercial bankers for issuers of such securities; (c) act as market makers for such securities; (d) serve on the board of any issuer of such securities;
and (e) act as paid consultant or advisor to any issuer.
The information contained herein may include forward-looking statements within the meaning of U.S. federal securities laws that are subject to risks and uncertainties. Factors
that could cause a company’s actual results and financial condition to differ from expectations include, without limitation: political uncertainty, changes in general economic conditions that adversely affect the level of demand for the company’s products or services, changes in foreign exchange markets, changes in international and domestic financial
markets and in the competitive environment, and other factors relating to the foregoing. All forward-looking statements contained in this report are qualified in their entirety by this
cautionary statement.
This document may not be distributed in Canada.
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