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®  The US yield curve was prodded into life by last night’s FOMC policy statement. US 2y yields climbed above 35 bp
overnight and the 10y has finally hit 2.15%. This kept the yen in particular on the defensive, and the dollar also
advanced more generally. USDJPY set an 11-month high trading between 82.68-83.32. Yesterday’s Fed and BoJ
policy meetings suggest a gradual Fed-BoJ divergence should manifest itself over the months ahead and this should
keep USDIJPY risks skewed to the upside. Notably, the FOMC upgraded assessments of the US labour market plus
capex, and no longer cited "slowing in global growth". Perhaps more importantly, the FOMC now foresees "moderate
economic growth" in the longer run, a step up from "modest" previously. Though the late 2014 rate guidance was
reaffirmed, US dollar bulls could glean encouragement from the fact that there was no move toward any further QE.
Our US economics team expects the Fed to stay on hold well into next year, before hiking rates in H2 2013. The BoJ

is unlikely to be in such a position. Yesterday’s decision to leave the Asset Purchase Programme (APP) unchanged
should not obscure the easing bias evident in the expansion and extension of the special lending facility for growth
industries, not to mention the dissent from Board member Ryuzo Miyao, who proposed a JPY 5 trn boost to the APP.
The policy spotlight now shifts to Norges Bank’s meeting later today. We expect no change in the headline policy rate,
but anticipate significant verbal intervention by Governor Olsen on the strong currency. Overnight, EURUSD traded at
1.3031-1.3121. Finally, our latest fundamental trade recommendation advocates the purchase of a 2-month CADCHF

call spread.
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|Release/Event

Frequency

Prev/Revised| Consensus Actual

Euro Area 10:00 |Euro-Zone CPI - Core (Feb) y-0-y 1.60% 1.50% 1.60%
Euro Area 10:00 |Euro-Zone Ind. Prod. sa (Jan) m-0-m 0.90% -1.20% 0.50%
Switzerland 10:00 |ZEW Survey (Expectations) (Mar) index n/a -21.2 n/a
Norway 13:00 [Norwegian Deposit Rates % 1.75% 1.75% 1.75%
United States 13:00 |Fed's Bernanke Speaks

Sweden 15:40 [Riksbank's Ingves Speaks

New Zealand 21:30 [Business NZ PMI (Feb) index n/a 50.5 n/a

Research Spotlight
Yen Safe Haven Fades G10 FX Strategy

®  The Bol's recent measures have succeeded in dimming the appeal of the yen. Why did the central bank act now?
Perhaps to pre-empt the government choosing dovish replacements for two board members who step down next month,
or from imposing its own candidate to replace Governor Shirakawa next year. Whatever the reason, looser BoJ policy
is, at last, weakening the yen. And with the SNB successfully capping the Swiss franc, we see one safe-haven currency
left: the US dollar. Please see http://www.ubs.com/fx for details.
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EUR Targets: EURUSD 1m 1.30, 3m 1.25

®  The German ZEW survey was generally mixed. The current situation index was softer than consensus at 37.6, while
the economic sentiment reading was stronger at 22.3. Our European economists highlighted the big shift in the
inflation outlook as well. For Europe, the balance of opinion changed (by +33.5 points) towards higher inflation over
the next 6 months. Consequently, the short rate outlook also increased by 16.2 points.

JPY Targets: USDJPY 1m 80, 3m 85

®  The BoJ’s monthly report of ‘Recent Economic and Financial Developments’ acknowledged the yen’s latest fall and
noted that if yen’s decline is sustained it will ease pressure on exports. It also forecast a return to economic growth in
Q1 which is likely to continue into Q2.

NOK, SEK Targets: EURNOK 1m 7.60, 3m 7.50 EURSEK 1m 8.80 3m 8.90

®  The Norwegian FSA said household debt and house prices are at very high levels, and many households are vulnerable
if interest rates rise. It added that funding and solvency improvements were needed. The amount of commentary on the
Norwegian housing market by regulators and policymakers of late is getting worrying and provides one of the main
hurdles for a rate cut.
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FX Technicals

EURGBP 0.8314 support
The pair targets 1.2974, the key low from the Feb. 16, a break below which
EURUSD BEARISH | would signal scope for deeper pull back towards 1.2828. Resistance is at
1.3191.
Next resistance is at 83.74 where a break would open the way towards 85.53,
USDJPY BULLISH
the April 2011 high. Support lies at 82.87.
GBPUSD BEARISH Decline through 1.5603 would pave the way for 1.5525. Resistance is at
1.5748.
The pair tests the resistance at 0.9263 a clearance of which would expose the
DCHF BULLISH
usbe ULLIS February failure high at 0.9300. Support lies at 0.9140.
AUDUSD BEARISH | Next supports are at 1.0474 and 1.0428. Resistance is at 1.0577.
USDCAD BEARISH Support lies at 0.9873 ahead of 0.9842, the year-to-date low. Resistance is at
0.9951.
EURCHF NEUTRAL | Yesterday’s rally now targets 1.2114 ahead of 1.2133. Support is at 1.2047.
Our focus is on the key support at 0.8314, the March low. A break below
EURGBP NEUTRAL this would open 0.8265. Resistance is at 0.8424.
The cross tests 108.74, a closing break above this would open 109.93, the
EURJPY BULLISH
URJ ULLIS year-to-date high. Support is at 107.52.

*NOTE: The trend for each currency pair as defined in the table is determined by our proprietary model and is independent of our discretionary interpretation

of price action

Source: UBS FX Strategy
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Key Events
14 March 2012 Source: UBS Global Economics

|Release/Event Frequency | UBS Prev/iRevised| Consensus Actual
Australia 23:30 |Westpac Consumer Confidence sa (Mar) m-0-m n/a 4.20% n/a -5.00%
Australia 23:30 |Westpac Consumer Confidence Index (Mar) index n/a 101.1 n/a 96.1
Japan 23:50 |BSlI Large All Industry (Q1) g-0-q n/a 2.5 n/a 2.7
Japan 23:50 |BSI Large Manufacturing (Q1) q-0-q n/a 6.1 n/a -7.3
Japan 04:30 |Industrial Production (Jan F) m-0-m n/a 2.00% n/a 1.90%
Japan 04:30 |Industrial Production (Jan F) y-0-y n/a -1.20% n/a -1.30%
Japan 04:30 |Capacity Utilization (Jan F) m-0-m nia 3.10% nia 3.40%
Japan 06:00 |Machine Tool Orders (Feb F) y-0-y nia -8.60% nia -8.60%
Sweden 09:00 |PES Unemployment Rate (Feb) % 4.80% 4.80% 4.80%
UK 09:30 |Claimant Count Rate (Feb) m-0-m 5.00% 5.00% 5.00%
UK 09:30 [Jobless Claims Change (Feb) Ivl 4.0K 6.9K 5.0K
UK 09:30 |Average Weekly Earnings (Jan) 3Miy-0-y | 1.90% 2.00% 1.90%
UK 09:30 [Weekly Earnings exBonus (Jan) 3Mly-0-y n/a 2.00% 1.90%
UK 09:30 [ILO Unemployment Rate (Jan) 3mths 8.40% 8.40% 8.40%
Euro Area 10:00 |Euro-Zone CPI - Core (Feb) y-0-y 1.60% 1.50% 1.60%
Euro Area 10:00 [Euro-Zone CPI (Feb) m-0-m 0.40% -0.80% 0.50%
Euro Area 10:00 |Euro-Zone CPI (Feb) y-0-y 2.70% n/a 2.70%
Euro Area 10:00 |Euro-Zone Ind. Prod. wda (Jan) y-0-y -0.70% -2.00% -0.80%
Euro Area 10:00 |Euro-Zone Ind. Prod. sa (Jan) m-0-m 0.90% -1.20% 0.50%
Switzerland 10:00 [ZEW Survey (Expectations) (Mar) index n/a -21.2 n/a
United States 11:00 |MBA Mortgage Applications (Mar-9) m-0-m n/a -1.20% n/a
Euro Area 12:00 [ECB's Praet Speaks
United States 12:30 |Current Account Balance (Q4) USD bn -119.3 -110.3 -114.8
Canada 12:30 |Capacity Utilization Rate (Q4) m-0-m 81.60% 81.30% 81.60%
United States 12:30 |Import Price Index (Feb) m-0-m 0.20% 0.30% 0.60%
United States 12:30 |Import Price Index (Feb) y-0-y 5.50% 7.10% 5.90%
UK 12:45 [BoE's Haldane Speaks
Norway 13:00 |Norwegian Deposit Rates % 1.75% 1.75% 1.75%
United States 13:00 |Fed's Bernanke Speaks
Sweden 15:40 [Riksbank's Ingves Speaks
New Zealand 21:30 (Business NZ PMI (Feb) index n/a 50.5 n/a
China Actual FDI (Feb) y-0-y n/a -0.30% 14.60%

Source: UBS Economics
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Analyst Certification

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

Required Disclosures

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

For information on the ways in which UBS manages conflicts and maintains independence of its research product;
historical performance information; and certain additional disclosures concerning UBS research recommendations,
please visit www.ubs.com/disclosures. The figures contained in performance charts refer 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.
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Global Disclaimer

This report has been prepared by UBS Limited, an affiliate of UBS AG, its subsidiaries, branches and affiliates are referred to herein as UBS. In certain countries, UBS AG is referred to as UBS
SA.

This report is for distribution only under such circumstances as may be permitted by applicable law. Nothing in this report constitutes a representation that any investment strategy or
recommendation contained herein is suitable or appropriate to a recipient’s individual circumstances or otherwise constitutes a personal recommendation. It is published solely for information
purposes, it does not constitute an advertisement and is not to be construed as a solicitation or an offer to buy or sell any securities or related financial instruments in any jurisdiction. No
representation or warranty, either express or implied, is provided in relation to the accuracy, completeness or reliability of the information contained herein, except with respect to information
concerning UBS AG, its subsidiaries and affiliates, nor is it intended to be a complete statement or summary of the securities, markets or developments referred to in the report. UBS does not
undertake that investors will obtain profits, nor will it share with investors any investment profits nor accept any liability for any investment losses. Investments involve risks and investors should
exercise prudence in making their investment decisions. The report should not be regarded by recipients as a substitute for the exercise of their own judgement. Past performance is not
necessarily a guide to future performance. The value of any investment or income may go down as well as up and you may not get back the full amount invested. Any opinions expressed in
this report are subject to change without notice and may differ or be contrary to opinions expressed by other business areas or groups of UBS as a result of using different assumptions and
criteria. Research will initiate, update and cease coverage solely at the discretion of UBS Investment Bank Research Management. The analysis contained herein is based on numerous
assumptions. Different assumptions could result in materially different results. The analyst(s) responsible for the preparation of this report may interact with trading desk personnel, sales
personnel and other constituencies for the purpose of gathering, synthesizing and interpreting market information. UBS is under no obligation to update or keep current the information
contained herein. UBS relies on information barriers to control the flow of information contained in one or more areas within UBS, into other areas, units, groups or affiliates of UBS. The
compensation of the analyst who prepared this report 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 Investment Bank as a whole, of which investment banking, sales and trading are a part.

The securities described herein may not be eligible for sale in all jurisdictions or to certain categories of investors. Options, derivative products and futures are not suitable for all investors, and
trading in these instruments is considered risky. Mortgage and asset-backed securities may involve a high degree of risk and may be highly volatile in response to fluctuations in interest rates
and other market conditions. Past performance is not necessarily indicative of future results. Foreign currency rates of exchange may adversely affect the value, price or income of any security
or related instrument mentioned in this report. For investment advice, trade execution or other enquiries, clients should contact their local sales representative. Neither UBS nor any of its
affiliates, nor any of UBS’ or any of its affiliates, directors, employees or agents accepts any liability for any loss or damage arising out of the use of all or any part of this report. For financial
instruments admitted to trading on an EU regulated market: UBS AG, its affiliates or subsidiaries (excluding UBS Securities LLC and/or UBS Capital Markets LP) acts as a market maker or
liquidity provider (in accordance with the interpretation of these terms in the UK) 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 research report. 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.

Any prices stated in this report are for information purposes only and do not represent valuations for individual securities or other 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.

United Kingdom and the rest of Europe: Except as otherwise specified herein, this material is communicated by UBS Limited, a subsidiary of UBS AG, to persons who are eligible
counterparties or professional clients and is only available to such persons. The information contained herein does not apply to, and should not be relied upon by, retail clients. UBS Limited is
authorised and regulated by the Financial Services Authority (FSA). UBS research complies with all the FSA requirements and laws concerning disclosures and these are indicated on the
research where applicable. France: Prepared by UBS Limited and distributed by UBS Limited and UBS Securities France SA. UBS Securities France S.A. is regulated by the Autorité des
Marchés Financiers (AMF). Where an analyst of UBS Securities France S.A. has contributed to this report, the report is also deemed to have been prepared by UBS Securities France S.A.
Germany: Prepared by UBS Limited and distributed by UBS Limited and UBS Deutschland AG. UBS Deutschland AG is regulated by the Bundesanstalt fur Finanzdienstleistungsaufsicht
(BaFin). Spain: Prepared by UBS Limited and distributed by UBS Limited and UBS Securities Espafia SV, SA. UBS Securities Espafia SV, SA is regulated by the Comisién Nacional del
Mercado de Valores (CNMV). Turkey: Prepared by UBS Menkul Degerler AS on behalf of and distributed by UBS Limited. Russia: Prepared and distributed by UBS Securities CJSC.
Switzerland: Distributed by UBS AG to persons who are institutional investors only. Italy: Prepared by UBS Limited and distributed by UBS Limited and UBS ltalia Sim S.p.A.. UBS ltalia Sim
S.p.A. is regulated by the Bank of Italy and by the Commissione Nazionale per le Societa e la Borsa (CONSOB). Where an analyst of UBS ltalia Sim S.p.A. has contributed to this report, the
report is also deemed to have been prepared by UBS ltalia Sim S.p.A.. South Africa: UBS South Africa (Pty) Limited (Registration No. 1995/011140/07) is a member of the JSE Limited, the
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