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Bristol Myers Squibb (BMY)

How to Beat a High ASCO Hurdle? Jump it. Yervoy goes Early

Summary and Investment Conclusion. We anticipate that Yervoy use in high risk
stage Ill melanoma will increase relapse free survival by 30-40% versus placebo.
We assess this is at least a peak $3bn/ annum opportunity with incremental >95%
EBIT margins, an opportunity undiscounted by consensus. Our 2018 BMY forecasts
are currently ¢.20% above cons; $2bn additional EBIT in 2018 from Yervoy adjuvant
melanoma indication would increase our non GAAP EBIT forecasts by ~28%,
putting us almost 50% above consensus. Positive data could materially diminish the
outlook in metastatic melanoma for Merck, Incyte and AZN. More importantly,
positive adjuvant (early disease) data should validate the potential for the use of
Yervoy, nivolumab and other immmunotherapeutics in earlier settings in other larger
cancers (lung, bladder, renal etc). Material adoption in early cancers would
represent significant upside to our $35bn market estimate for immunotherapies
(Immunotherapy: Bigger, Broader, Bladder). We continue to prefer BUY rated BMY
and PFE in the US and Roche, Novartis and Novo in EU.

What's new? — We anticipate that EORTC-run 950-patient Ph3 Yervoy adjuvant
melanoma trial will show a very significant improvement in relapse free survival for
Yervoy 10mg/kg dose compared with placebo in high risk stage Ill melanoma pts.
We anticipate outcome measures to look materially superior and better tolerated
compared with historic controls with IFN alpha, the current and meager gold
standard. As with Roche’s Avastin in breast cancer, we assume BMY will adopt
patient price caps to offset 3 year treatment duration and higher 10mg/kg dosing.

What do we expect? — We anticipate that Yervoy will demonstrate at least a 30-
40% improvement in relapse free survival compared with the placebo treated
patients. The historical improvement with IFN is a dubious c.10%. The anticipated
clinical benefit of Yervoy will likely offset the expected immune related adverse
event profile typical for Yervoy, even with prolonged usage. The predictive relevance
of baseline tumor ulceration for Yervoy is unclear.

What next? We anticipate BMY to initiate a three arm trial with Yervoy, nivolumab
and the combination in a similar adjuvant melanoma setting. A trial evaluating two
different doses of Yervoy (3mg/kg and 10mg/kg) in adjuvant melanoma is ongoing.
We anticipate competitors AZN, Merck and Incyte to follow suit with various
combinations but we don’t expect Yervoy to face significant competition until 2019.
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BMY.N: Fiscal year end 31-Dec

Price: US$51.44; TP: US$60.00; Market Cap: US$85,235m; Recomm: Buy

Profit & Loss (US$m) 2012 2013 2014E 2015E 2016E Valuation ratios 2012 2013  2014E 2015  2016E
Sales revenue 17,621 16,385 15434 14929 16,253 PE(x) 25.8 284 27.6 295 238
Cost of sales -4,610 -4,619 -3,981 -3,932 -4,263 PB (x) 6.2 6.2 48 49 49
Gross profit 13,011 11,766 11,453 10,997 11,990 EV/EBITDA (x) 11.7 22.0 20.9 21.6 175
Gross Margin (%) 73.8 71.8 74.2 73.7 73.8 FCF yield (%) 7.4 33 8.1 36 43
EBITDA (Adj) 7,259 4,017 4,129 3,922 4,856 Dividend yield (%) 27 2.7 2.8 29 3.0
EBITDA Margin (Ad)) (%) 412 245 26.7 26.3 29.9 Payout ratio (%) 69 78 77 86 71
Depreciation -382 -295 -309 -324 -340 ROE (%) 13.2 18.6 41.0 154 20.1
Amortisation -607 -626 -636 -649 -665 Cashflow (US$m) 2012 2013  2014E 2015  2016E
EBIT (Adj) 4,676 3,454 3,563 3,329 4,231 EBITDA 5,079 4,017 4,129 3,922 4,856
EBIT Margin (Adj) (%) 26.5 211 231 22.3 26.0 Working capital 558 250 -43 -101 279
Net interest -76 -95 -159 -153 -162 Other 1,304 -1,016 3,374 -184 -249
Associates 183 166 5 5 5 Operating cashflow 6,941 3,251 7,460 3,638 4,328
Non-op/Except -1,858 -276 4,025 450 550 Capex -548 -412 -438 -465 -493
Pre-tax profit 2,339 2,891 7,054 3,250 4,244 Net acq/disposals -6,179 -662 -689 -716 -745
Tax 161 -311 -498 -485 -642 Other 0 0 0 0 0
Extraord./Min.Int./Pref.div. -542 -17 -17 -16 -21 Investing cashflow -6,727 -1,075 1127 -1181 -1,238
Reported net profit 1,958 2,563 6,539 2,749 3,581 Dividends paid -2,286 2,320 2393 2532  -2,598
Net Margin (%) 11.1 15.6 424 18.4 22.0 Financing cashflow -4,333 -1,020 -1,161  -2,503 -2,768
Core NPAT 3,362 3,019 3,144 2,979 3,711 Net change in cash -4,120 1,157 5172 -47 321
Per share data 2012 2013 2014E 2015E 2016E Free cashflow to s/holders 6,393 2,839 7,022 3,173 3,835
Reported EPS ($) 1.16 1.54 3.87 1.61 2.09

Core EPS ($) 1.99 181 1.86 1.75 2.16

DPS (3) 1.37 141 1.44 1.49 152

CFPS ($) 411 1.95 441 2.13 2,52

FCFPS ($) 379 1.70 4.16 1.86 2.23

BVPS ($) 8.32 8.35 10.70 10.44 10.58

Wtd avg ord shares (m) 1,670 1,649 1,672 1,688 1,699

Wtd avg diluted shares (m) 1,688 1,667 1,690 1,706 1,717

Growth rates 2012 2013 2014E 2015E 2016E

Sales revenue (%) -17.1 -7.0 -5.8 -3.3 8.9

EBIT (Adj) (%) -33.1 -26.1 3.2 6.6 21.1

Core NPAT (%) -14.1 -10.2 41 5.3 24.6

Core EPS (%) -12.6 9.1 2.8 6.2 238

Balance Sheet (US$m) 2012 2013 2014E 2015E 2016E

Cash & cash equiv. 2,829 3,986 9,158 9,111 9,433

Accounts receivables 3,083 3,174 2,989 2,892 3,148

Inventory 1,657 1,509 1,329 1,312 1,428

Net fixed & other tangibles 6,440 6,557 6,686 6,827 6,980

Goodwill & intangibles 16,413 16,449 16,502 16,569 16,649

Financial & other assets 5,475 5,450 5431 5,421 5,447

Total assets 35,897 37,125 42,096 42,132 43,086

Accounts payable 2,202 2,400 2,249 2,203 2,286

Short-term debt 826 826 826 826 826

Long-term debt 6,568 7,885 9,135 9,726 10,226

Provisions & other liab 12,663 12,133 11,858 11,678 11,715

Total liabilities 22,259 23244 24,068 24433 25,053

Shareholders' equity 13,623 13,866 18,013 17,684 18,018

Minority interests 15 15 15 15 15

Total equity 13,638 13881 18,028 17,699 18,033

Net debt 4,565 4,725 803 1,441 1,619

Net debt to equity (%) 335 34.0 45 8.1 9.0

For definitions of the items in this table, please click here. \
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We anticipate BMY to present clinically
significant positive phase Ill data with
Yervoy in adjuvant melanoma at ASCO
2014; a $3bn pa, high margin opportunity

We anticipate a significant ¢.30-40%
reduction in relapse free survival versus
placebo making it the standard of care in
adjuvant melanoma until the end of the
decade

Citi Research

How BMY Beats ASCO Expectations

Market is not anticipating Yervoy activity in phase Illl adjuvant melanoma.
While our high conviction BUY rating on BMY is based on deep long term
fundamental analysis, we remain sensitive to challenges for some healthcare
investors positioning their portfolio ahead of the AACR and ASCO conference. We
believe that the market is underestimating BMY’s ability to meet lofty ASCO related
expectations. Our perception is that short term positioning is beginning to favour
less expensive 10 names such as Roche and AZN. Following detailed analysis of
the pending phase Ill Yervoy adjuvant trial in high risk early stage melanoma, we
remain comfortable holding the name through and beyond ASCO. Given our in-
depth long term fundamental analysis and recent BMY profit taking, we continue to
prefer BUY rated BMY, Roche and NEUTRAL-rated AZN among the immuno-
oncology names. Our positive thesis on Immunotherapy was initially described in
our May 2013 report (Immunotherapy — The Beginning of the End for Cancer) and
more recently in our extensive update last month (Immunotherapy: Bigger, Broader,
Bladder).

BMY will present a 950-patient phase Il EORTC trial in adjuvant melanoma at
ASCO in high risk stage Il patients. The trial is 90% powered to detect a Yervoy to
placebo hazard ratio of 0.75 (a 25% improvement in relapse free survival).We
anticipate at least a 30-40% relative improvement in relapse free survival compared
with the placebo arm. An initial 75 patient trial in stage IlIC/IV patients showed a
median RFS (relapse free survival) >40 months compared with ¢.12-24 months for
historic controls.

Figure 1. Data from a 75-patient pilot trial showed a significant RFS benefit with Yervoy in Stage IlIC and IV melanoma patients.
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Source: Citi Research. Sarnaik AA, et al. Clin Cancer Res. 2011;17(4):896-906.

Unlike modest efficacy of current gold
standard IFN alpha, Yervoy could show
improvement in RFS in both patients with
and without ulcerated tumours.

Another older immunotherapy, IFN alpha is the current gold standard with an
insignificant and marginal improvement in RFS versus placebo. But interestingly,
IFN alpha leads to a 40% improvement in RFS in the subgroup of patients with
lower disease burden and ulcerated tumors. Patients with ulcerated tumors typically
have the worst prognosis, but appear to benefit the most from IFN alpha. We
speculate that unlike IFN alpha, Yervoy may lead to improvement in RFS in both
patients with and without ulcerated lesions. (see section below)
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Metastatic opportunity for competitors
MRK, AZN and Incyte could be affected
by greater Yervoy adjuvant use.

Positive Yervoy adjuvant data will likely
spur other adjuvant trials in this
indication, but Yervoy will likely remain
standard of care until 2019 at least.

Adjuvant melanoma is at least a $3bn
commercial opportunity for Yervoy with
very high incremental margins

Citi Research

Figure 2. Data from the EORTC 18991 trial shows a significant improvement from IFNa in
recurrence free survival only in patients with lower disease burden and ulcerated lesions.
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Source: Citi Research, Eggermont et al. ASCO 2011. EORTC 18991 trial.

A significant reduction in RFS associated with Yervoy could diminish the size of the
metastatic melanoma indication for competitors MRK (with MRK-3475), Incyte (with
IDO) and AZN (with tremi and anti-PDL1).

We anticipate few adverse event surprises with Yervoy. The immune related
adverse events of Yervoy in the metastatic setting are well characterized. We note
that this adjuvant indication requires prolonged duration of Yervoy therapy (up to
three years) with a 10mg/kg dose compared to the 3mg/kg dose currently approved
in metastatic setting. However the anticipated >30% incidence of grade Il adverse
events is likely outweighed by the lower relapse rate in this very high risk patient
population. In addition, the emergence of immunodiagnostics targeting safety (such
as baseline IL10 levels) and efficacy (such as baseline CD25 and LDH), as well as
superior management of adverse events may further improve the therapeutic
window for Yervoy in the adjuvant setting.

Yervoy is likely standard of care until 2019. The anticipate success of Yervoy in
this setting should precipitate a raft of additional adjuvant melanoma trials with
CTLA4, PD1, IDO and other mechanisms. As with the metastatic setting, we
anticipate combination approaches to garner the most interest in high risk patients.
BMY already has a head to head trial of Yervoy vs IFN alpha underway, evaluating
both the 3mg/kg and 10mg/kg Yervoy dosages. We anticipate BMY will initiate a
three arm trial with nivolumab, Yervoy and the combination in adjuvant melanoma
indication. We anticipate the earliest competition for Yervoy in the adjuvant setting
will come as late as 2019. Post 2019 we anticipate that Yervoy will be replaced in
the adjuvant setting by Yervoy free regimens centered on PD1 and IDOi.

$3bn opportunity for Yervoy, with ¢c.95% margins. We estimate a total
commercial opportunity for Yervoy of $3bn in the adjuvant melanoma indication, on
top of the opportunity in metastatic melanoma. There are ¢.45,000 pts. with Stage I
melanoma diagnosed every year in the US and EU-5 (roughly 2.5x Stage IV
metastatic melanoma pts) with stage 1lIB and IlIC constitute a third of all Stage Il
patients. BMY is evaluating Yervoy 10mg/kg dose over a maximum duration of 3
years (15 injections in total). We have conservatively assumed only a year of
treatment (7 injections) and model the same pricing for the 10mg/kg dose as for the
3mg/kg dose approved for the metastatic indication. We expect Bristol to introduce
price caps similar to Avastin in breast cancer.
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We expect immunotherapy sponsors to
initiate more trials in the adjuvant setting
in multiple tumour types.

Citi Research

Figure 3. Metastatic melanoma is a $3bn commercial opportunity using conservative estimates

US EU-5
Stage IV melanoma 8,900 9,200
Stage Ill melanoma 22,250 23,000
of which:
Stage IlIA 15,575 16,100
Stage IIIB 4,450 4,600
Stage IlIC 2,225 2,300
Total pt population 14,463 14,950
(50% Stage IlIA + Stage IlIB + IlIC)
no of injections/year 4-7 4-7
Total duration of use (yrs) 3 3
Total possible injections 15 15
Assumed duration of use (yrs) 1 1
Assumed no of injections 7 7
Price per injection ($) 30,000 25,000
% penetration 50% 50%
Total sales ($m) 1,519 1,308

Source: Citi Research, Company data. we have conservatively assumed only 50% of Stage A patients are
eligible for Yervoy treatment.

Are ulcerations required for Yervoy activity? IFN alpha has minimal treatment
effect in patients with non-ulcerated tumors (c.60% of stage Il patients). Ulcerated
melanomas are associated with high expression of SOCS1/2 (Suppressor of
Cytokine Signaling) that impairs IFN gamma signaling. Treatment with exogenous
IFN alpha appears to overcome the impact of high SOCS expression overcoming
immune-tolerance, creating T memory cells and subsequently drive longer median
RFS. We speculate that the patients with ulcerated tumors partly overlap with the
inflamed/hot phenotype associated with higher levels of TILs (Tumour infiltrating
Lymphocytes).

Ulcerated patients have poorer prognosis than patients with non-ulcerated lesions
despite anticipated greater immune activation. The efficacy of CTLA4 blockade with
Yervoy depends on IL2, derived from CD4+Lag3+ cells compared with PD1 and IFN
alpha which both depends on IFN receptor signaling.

Yervoy activity is mediated by IL2 rather than IFN alpha receptor signaling.
Consequently, unlike IFN alpha it is possible that Yervoy will translate into clinical
benefit in both patients with and without ulcerated lesions. We are unaware whether
BMY has enriched the stage Il melanoma patient population in this trial. We
anticipate that resistance to Yervoy may be driven by soluble CD25 levels that act
as a decoy to Yervoy binding.

More immunotherapy adjuvant trials to come. We anticipate that BMY and other
immunotherapy sponsors will also explore trials with immunotherapeutics in other
adjuvant solid tumor settings- particularly NSCLC (lung), RCC (renal) and bladder
where the patient populations are materially larger than melanoma. Importantly, the
pharmaco-economics for the adjuvant setting are typically more favorable than the
metastatic setting once adjusted for patient price caps.
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We continue to have continued low We continue to maintain a high level of skepticism over the ongoing adjuvant
expectations for MAGE-A3 and MAGE A3 DERMA trial (MAGE-A3 Cancer Vaccine. Positive Surprise Or Misplaced
BRAF/MEK in adjuvant melanoma Optimism?). We ascribe only a 10% probability of a significant DFS vs placebo

given the absence of antigen specific CD8 cells. Data is due 1Q 2015. Separately,
we anticipate GSK's dabrafenib+trametinib adjuvant trial in BRAF mutated tumors to
report out in 2015. We note this trial is relevant to ¢.50% of the adjuvant patient
population who are BRAF+ although we anticipate a lesser improvement in RFS
compared with immunotherapy based trials.
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Companies mentioned:

(AZN.L; £38.92; 2); (BMY.N; US$51.04; 1); (GSK.L; £16.22; 2); (INCY.O; US$53.57;
Not Rated); (MRK.N; US$55.19; 2); (NOVN.VX; SFr72.05; 1); (NOVOb.CO;
Dkr239.60; 1); (PFE.N; US$31.82; 1); (ROG.VX; SFr265.70; 1)
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Bristol Myers Squibb

Company description

Bristol-Myers Squibb (BMY) is a leading research-based pharmaceutical company
that focuses on drug discovery for human diseases. The company has key
franchises in oncology, virology and immunoscience. In 2013, BMY generated
approximately $16.4bn in pharmaceutical sales. BMY is one of the leading players
in the emerging field of immunotherapy.

Investment strategy

We rate BMS Buy. We anticipate a 2014E-19E EPS CAGR of 20%, compared with
the US large cap pharma average of ¢.10%.

Among global multinationals, BMS appears most closely aligned with our “Shrink,
Smarten and Spin” industry framework given its well-entrenched search and
development strategy and historically strong execution track record. BMS also has
several pipeline assets in the exciting immunotherapy space that is likely to have a
paradigm-changing impact on treatment of several cancers. We believe
immunotherapies will likely become the treatment backbone in up to 60% of cancers
over the next few years, presenting at least a $35bn revenue potential for the
industry.

BMY has a very broad checkpoint agent portfolio (including its anti-PD1 antibody
nivolumab and Yervoy already on the market), making it uniquely positioned to
capture a very significant share of an emergent checkpoint agent market that we
think is worth $24bn. We estimate peak immunotherapy revenues for BMY will
exceed $10bn by 2022, with consequent significant P&L leverage. With the recent
divestment of the diabetes assets, we see OPEX flexibility in developing and
commercializing these assets and consequent greater P&L leverage longer term.
We expect BMY to engage in more business development in 2014 using debt/cash
as well as equity financing.

Valuation

Our Target Price of $60 implies a ¢.32x 2014E multiple, a significant premium to the
large cap pharma sector but more in line with the valuations of large-cap biotech
stocks. Our DCF-derived Intrinsic Value is $53. We project free cash flows for an
explicit forecast period of 10 years and thereafter apply terminal growth
assumptions. We employ a CAPM-derived WACC of 8.0% and assume a 0%
terminal growth rate. A three-stage DCF that extends beyond our forecast horizon of
10 years gives us an intrinsic value of $60/share, which we believe more accurately
captures the durability and profitability of the emerging immunotherapy franchise.

Risks

We identify several downside risks over the medium to long term. In particular, i) our
forecasts for the immunotherapy franchise could prove to be too optimistic due to
lesser than anticipated efficacy or unexpected severe adverse events or greater
competitive pressures; ii) our peak sales estimates for key drug Eliquis may fail to
materialize, due to reimbursement pressures, competition or other impediments to
commercial uptake; iii) The company's historical success has been linked to its risk
appetite both for internal pipeline candidates as well as external deals. We expect
BMY to engage in more business development in 2014 to bolster their leading
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position in immuno-oncology. Potential value destruction from a large expensive
deal could present downside risk.

Upside risks that could lead to significant price outperformance include: i) Strong
efficacy in adjuvant indications, higher duration of use, combination therapy could
materially increase commercial sales potential of BMS’ anti-PD1 franchise; ii)
despite being widely well-understood, the market could be materially
underestimating the ultimate long-term commercial potential and/or profitability of
novel oral anticoagulants atrial fibrillation market.

If the impact on the company from any of these factors proves to be greater/less
than we anticipate, the stock will likely have difficulty achieving our target price or
could outperform it.

The research analyst(s) primarily responsible for the preparation and content of this research report are named in bold text in the author block at
the front of the product except for those sections where an analyst's name appears in bold alongside content which is attributable to that analyst.
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respect to Citigroup Global Markets Inc and its affiliates. No part of the research analyst's compensation was, is, or will be, directly or indirectly,
related to the specific recommendation(s) or view(s) expressed by that research analyst in this report.
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disclosure website at https://www.citivelocity.com/cvr/eppublic/citi_research_disclosures. Valuation and Risk assessments can be found in the text of the
most recent research note/report regarding the subject company. Historical disclosures (for up to the past three years) will be provided upon request.

Citi Research Equity Ratings Distribution

12 Month Rating Relative Rating
Data current as of 31 Dec 2013 Buy Hold Sell Buy Hold Sell
Citi Research Global Fundamental Coverage 49%  40%  12% 6% 88% 6%
% of companies in each rating category that are investment banking clients 55% 52% 44% 62% 52% @ 49%

Guide to Citi Research Fundamental Research Investment Ratings:

Citi Research stock recommendations include an investment rating and an optional risk rating to highlight high risk stocks.

Risk rating takes into account both price volatility and fundamental criteria. Stocks will either have no risk rating or a High risk rating assigned.

Investment Ratings: Citi Research investment ratings are Buy, Neutral and Sell. Our ratings are a function of analyst expectations of expected total return
("ETR") and risk. ETR is the sum of the forecast price appreciation (or depreciation) plus the dividend yield for a stock within the next 12 months. The
Investment rating definitions are: Buy (1) ETR of 15% or more or 25% or more for High risk stocks; and Sell (3) for negative ETR. Any covered stock not
assigned a Buy or a Sell is a Neutral (2). For stocks rated Neutral (2), if an analyst believes that there are insufficient valuation drivers and/or investment
catalysts to derive a positive or negative investment view, they may elect with the approval of Citi Research management not to assign a target price and,
thus, not derive an ETR. Analysts may place covered stocks "Under Review" in response to exceptional circumstances (e.g. lack of information critical to the
analyst's thesis) affecting the company and / or trading in the company's securities (e.g. trading suspension). As soon as practically possible, the analyst will
publish a note re-establishing a rating and investment thesis. To satisfy regulatory requirements, we correspond Under Review and Neutral to Hold in our
ratings distribution table for our 12-month fundamental rating system. However, we reiterate that we do not consider Under Review to be a recommendation.
Relative three-month ratings: Citi Research may also assign a three-month relative call (or rating) to a stock to highlight expected out-performance (most
preferred) or under-performance (least preferred) versus the geographic and industry sector over a 3 month period. The relative call may highlight a specific
near-term catalyst or event impacting the company or the market that is anticipated to have a short-term price impact on the equity securities of the
company. Absent any specific catalyst the analyst(s) will indicate the most and least preferred stocks in the universe of stocks under consideration,
explaining the basis for this short-term view. This three-month view may be different from and does not affect a stock's fundamental equity rating, which
reflects a longer-term total absolute return expectation. For purposes of NASD/NYSE ratings-distribution-disclosure rules, most preferred calls correspond to
a buy recommendation and least preferred calls correspond to a sell recommendation. Any stock not assigned to a most preferred or least preferred call is
considered non-relative-rated (NRR). For purposes of NASD/NYSE ratings-distribution-disclosure rules we correspond NRR to Hold in our ratings
distribution table for our 3-month relative rating system. However, we reiterate that we do not consider NRR to be a recommendation.
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Prior to October 8, 2011, the firm's stock recommendation system included a risk rating and an investment rating. Risk ratings, which took into account both
price volatility and fundamental criteria, were: Low (L), Medium (M), High (H), and Speculative (S). Investment Ratings of Buy, Hold and Sell were a
function of the Citi Research expectation of total return (forecast price appreciation and dividend yield within the next 12 months) and risk rating. Additionally,
analysts could have placed covered stocks "Under Review" in response to exceptional circumstances (e.g. lack of information critical to the analyst's thesis)
affecting the company and/or trading in the company's securities (e.g. trading suspension). Stocks placed "Under Review" were monitored daily by
management and as practically possible, the analyst published a note re-establishing a rating and investment thesis. For securities in developed markets
(US, UK, Europe, Japan, and Australia/New Zealand), investment ratings were:Buy (1) (expected total return of 10% or more for Low-Risk stocks, 15% or
more for Medium-Risk stocks, 20% or more for High-Risk stocks, and 35% or more for Speculative stocks); Hold (2) (0%-10% for Low-Risk stocks, 0%-15%
for Medium-Risk stocks, 0%-20% for High-Risk stocks, and 0%-35% for Speculative stocks); and Sell (3) (negative total return). For securities in emerging
markets (Asia Pacific, Emerging Europe/Middle East/Africa, and Latin America), investment ratings were:Buy (1) (expected total return of 15% or more for
Low-Risk stocks, 20% or more for Medium-Risk stocks, 30% or more for High-Risk stocks, and 40% or more for Speculative stocks); Hold (2) (5%-15% for
Low-Risk stocks, 10%-20% for Medium-Risk stocks, 15%-30% for High-Risk stocks, and 20%-40% for Speculative stocks); and Sell (3) (5% or less for Low-
Risk stocks, 10% or less for Medium-Risk stocks, 15% or less for High-Risk stocks, and 20% or less for Speculative stocks).

Investment ratings are determined by the ranges described above at the time of initiation of coverage, a change in investment and/or risk rating, or a change
in target price (subject to limited management discretion). At other times, the expected total returns may fall outside of these ranges because of market price
movements and/or other short-term volatility or trading patterns. Such interim deviations from specified ranges will be permitted but will become subject to
review by Research Management. Your decision to buy or sell a security should be based upon your personal investment objectives and should be made
only after evaluating the stock's expected performance and risk.

NON-US RESEARCH ANALYST DISCLOSURES

Non-US research analysts who have prepared this report (i.e., all research analysts listed below other than those identified as employed by Citigroup Global
Markets Inc.) are not registered/qualified as research analysts with FINRA. Such research analysts may not be associated persons of the member
organization and therefore may not be subject to the NYSE Rule 472 and NASD Rule 2711 restrictions on communications with a subject company, public
appearances and trading securities held by a research analyst account. The legal entities employing the authors of this report are listed below:

Citigroup Global Markets Ltd Andrew S Baum; Ramaswamy Narayanan, CFA; Peter Verdult, CFA

OTHER DISCLOSURES

The subject company's share price set out on the front page of this Product is quoted as at 25 March 2014 09:54 AM on the issuer's primary market.

Citigroup Global Markets Inc. and/or its affiliates has a significant financial interest in relation to Roche Holding AG, AstraZeneca PLC, Novo Nordisk A/S,
Merck & Co, Bristol Myers Squibb, GlaxoSmithKline PLC, Pfizer. (For an explanation of the determination of significant financial interest, please refer to the
policy for managing conflicts of interest which can be found at www.citiVelocity.com.)

This Product has been modified by the author following a discussion with one or more of the named issuers/issuers of the named securities.

For securities recommended in the Product in which the Firm is not a market maker, the Firm is a liquidity provider in the issuers' financial instruments and
may act as principal in connection with such transactions. The Firm is a regular issuer of traded financial instruments linked to securities that may have been
recommended in the Product. The Firm regularly trades in the securities of the issuer(s) discussed in the Product. The Firm may engage in securities
transactions in a manner inconsistent with the Product and, with respect to securities covered by the Product, will buy or sell from customers on a principal
basis.

Citigroup Global Markets Inc. or its affiliates acts as a corporate broker to GlaxoSmithKline PLC.

Securities recommended, offered, or sold by the Firm: (i) are not insured by the Federal Deposit Insurance Corporation; (i) are not deposits or other
obligations of any insured depository institution (including Citibank); and (iii) are subject to investment risks, including the possible loss of the principal
amount invested. Although information has been obtained from and is based upon sources that the Firm believes to be reliable, we do not guarantee its
accuracy and it may be incomplete and condensed. Note, however, that the Firm has taken all reasonable steps to determine the accuracy and
completeness of the disclosures made in the Important Disclosures section of the Product. The Firm's research department has received assistance from
the subject company(ies) referred to in this Product including, but not limited to, discussions with management of the subject company(ies). Firm policy
prohibits research analysts from sending draft research to subject companies. However, it should be presumed that the author of the Product has had
discussions with the subject company to ensure factual accuracy prior to publication. All opinions, projections and estimates constitute the judgment of the
author as of the date of the Product and these, plus any other information contained in the Product, are subject to change without notice. Prices and
availability of financial instruments also are subject to change without notice. Notwithstanding other departments within the Firm advising the companies
discussed in this Product, information obtained in such role is not used in the preparation of the Product. Although Citi Research does not set a
predetermined frequency for publication, if the Product is a fundamental research report, it is the intention of Citi Research to provide research coverage of
the/those issuer(s) mentioned therein, including in response to news affecting this issuer, subject to applicable quiet periods and capacity constraints. The
Product is for informational purposes only and is not intended as an offer or solicitation for the purchase or sale of a security. Any decision to purchase
securities mentioned in the Product must take into account existing public information on such security or any registered prospectus.

Investing in non-U.S. securities, including ADRs, may entail certain risks. The securities of non-U.S. issuers may not be registered with, nor be subject to the
reporting requirements of the U.S. Securities and Exchange Commission. There may be limited information available on foreign securities. Foreign
companies are generally not subject to uniform audit and reporting standards, practices and requirements comparable to those in the U.S. Securities of
some foreign companies may be less liquid and their prices more volatile than securities of comparable U.S. companies. In addition, exchange rate
movements may have an adverse effect on the value of an investment in a foreign stock and its corresponding dividend payment for U.S. investors. Net
dividends to ADR investors are estimated, using withholding tax rates conventions, deemed accurate, but investors are urged to consult their tax advisor for
exact dividend computations. Investors who have received the Product from the Firm may be prohibited in certain states or other jurisdictions from
purchasing securities mentioned in the Product from the Firm. Please ask your Financial Consultant for additional details. Citigroup Global Markets Inc.
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takes responsibility for the Product in the United States. Any orders by US investors resulting from the information contained in the Product may be placed
only through Citigroup Global Markets Inc.

Important Disclosures for Bell Potter Customers: Bell Potter is making this Product available to its clients pursuant to an agreement with Citigroup Global
Markets Australia Pty Limited. Neither Citigroup Global Markets Australia Pty Limited nor any of its affiliates has made any determination as to the suitability
of the information provided herein and clients should consult with their Bell Potter financial advisor before making any investment decision.

The Citigroup legal entity that takes responsibility for the production of the Product is the legal entity which the first named author is employed
by. The Product is made available in Australia through Citigroup Global Markets Australia Pty Limited. (ABN 64 003 114 832 and AFSL No. 240992),
participant of the ASX Group and regulated by the Australian Securities & Investments Commission. Citigroup Centre, 2 Park Street, Sydney, NSW

2000. The Product is made available in Australia to Private Banking wholesale clients through Citigroup Pty Limited (ABN 88 004 325 080 and AFSL
238098). Citigroup Pty Limited provides all financial product advice to Australian Private Banking wholesale clients through bankers and relationship
managers. If there is any doubt about the suitability of investments held in Citigroup Private Bank accounts, investors should contact the Citigroup Private
Bank in Australia. Citigroup companies may compensate affiliates and their representatives for providing products and services to clients. The Product is
made available in Brazil by Citigroup Global Markets Brasil - CCTVM SA, which is regulated by CVM - Comiss&o de Valores Mobiliarios, BACEN - Brazilian
Central Bank, APIMEC - Associagdo dos Analistas e Profissionais de Investimento do Mercado de Capitais and ANBID - Associacdo Nacional dos Bancos
de Investimento. Av. Paulista, 1111 - 11° andar - CEP. 01311920 - Sao Paulo - SP. If the Product is being made available in certain provinces of Canada by
Citigroup Global Markets (Canada) Inc. ("CGM Canada"), CGM Canada has approved the Product. Citigroup Place, 123 Front Street West, Suite 1100,
Toronto, Ontario M5J 2M3. This product is available in Chile through Banchile Corredores de Bolsa S.A., an indirect subsidiary of Citigroup Inc., which is
regulated by the Superintendencia de Valores y Seguros. Agustinas 975, piso 2, Santiago, Chile. The Product is distributed in Germany by Citigroup
Global Markets Deutschland AG ("CGMD"), which is regulated by Bundesanstalt fuer Finanzdienstleistungsaufsicht (BaFin). CGMD, Reuterweg 16, 60323
Frankfurt am Main. Research which relates to "securities” (as defined in the Securities and Futures Ordinance (Cap. 571 of the Laws of Hong Kong)) is
issued in Hong Kong by, or on behalf of, Citigroup Global Markets Asia Limited which takes full responsibility for its content. Citigroup Global Markets Asia
Ltd. is regulated by Hong Kong Securities and Futures Commission. If the Research is made available through Citibank, N.A., Hong Kong Branch, for its
clients in Citi Private Bank, it is made available by Citibank N.A., Citibank Tower, Citibank Plaza, 3 Garden Road, Hong Kong. Citibank N.A. is regulated by
the Hong Kong Monetary Authority. Please contact your Private Banker in Citibank N.A., Hong Kong, Branch if you have any queries on or any matters
arising from or in connection with this document. The Product is made available in India by Citigroup Global Markets India Private Limited, which is
regulated by Securities and Exchange Board of India. Bakhtawar, Nariman Point, Mumbai 400-021. The Product is made available in Indonesia through
PT Citigroup Securities Indonesia. 5/F, Citibank Tower, Bapindo Plaza, JI. Jend. Sudirman Kav. 54-55, Jakarta 12190. Neither this Product nor any copy
hereof may be distributed in Indonesia or to any Indonesian citizens wherever they are domiciled or to Indonesian residents except in compliance with
applicable capital market laws and regulations. This Product is not an offer of securities in Indonesia. The securities referred to in this Product have not been
registered with the Capital Market and Financial Institutions Supervisory Agency (BAPEPAM-LK) pursuant to relevant capital market laws and regulations,
and may not be offered or sold within the territory of the Republic of Indonesia or to Indonesian citizens through a public offering or in circumstances which
constitute an offer within the meaning of the Indonesian capital market laws and regulations. The Product is made available in Israel through Citibank NA,
regulated by the Bank of Israel and the Israeli Securities Authority. Citibank, N.A, Platinum Building, 21 Ha'arba'ah St, Tel Aviv, Israel. The Product is made
available in Italy by Citigroup Global Markets Limited, which is authorised by the PRA and regulated by the FCA and the PRA. Via dei Mercanti, 12, Milan,
20121, Italy. The Product is made available in Japan by Citigroup Global Markets Japan Inc. ("CGMJ"), which is regulated by Financial Services Agency,
Securities and Exchange Surveillance Commission, Japan Securities Dealers Association, Tokyo Stock Exchange and Osaka Securities Exchange. Shin-
Marunouchi Building, 1-5-1 Marunouchi, Chiyoda-ku, Tokyo 100-6520 Japan. If the Product was distributed by SMBC Nikko Securities Inc. it is being so
distributed under license. In the event that an error is found in an CGMJ research report, a revised version will be posted on the Firm's Citi Velocity
website. If you have questions regarding Citi Velocity, please call (81 3) 6270-3019 for help. The Product is made available in Korea by Citigroup Global
Markets Korea Securities Ltd., which is regulated by the Financial Services Commission, the Financial Supervisory Service and the Korea Financial
Investment Association (KOFIA). Citibank Building, 39 Da-dong, Jung-gu, Seoul 100-180, Korea. KOFIA makes available registration information of
research analysts on its website. Please visit the following website if you wish to find KOFIA registration information on research analysts of Citigroup Global
Markets Korea Securities Ltd. http:/dis.kofia.or.kr/fs/dis2/fundMqr/DISFundMgrAnalystPop.jsp?companyCd2=A03030&pageDiv=02. The Product is made
available in Korea by Citibank Korea Inc., which is regulated by the Financial Services Commission and the Financial Supervisory Service. Address is
Citibank Building, 39 Da-dong, Jung-gu, Seoul 100-180, Korea. The Product is made available in Malaysia by Citigroup Global Markets Malaysia Sdn Bhd
(Company No. 460819-D) (“CGMM") to its clients and CGMM takes responsibility for its contents. CGMM is regulated by the Securities Commission of
Malaysia. Please contact CGMM at Level 43 Menara Citibank, 165 Jalan Ampang, 50450 Kuala Lumpur, Malaysia in respect of any matters arising from, or
in connection with, the Product. The Product is made available in Mexico by Acciones y Valores Banamex, S.A. De C. V., Casa de Bolsa, Integrante del
Grupo Financiero Banamex ("Accival") which is a wholly owned subsidiary of Citigroup Inc. and is regulated by Comision Nacional Bancaria y de Valores.
Reforma 398, Col. Juarez, 06600 Mexico, D.F. In New Zealand the Product is made available to ‘wholesale clients’ only as defined by s5C(1) of the
Financial Advisers Act 2008 (‘FAA") through Citigroup Global Markets Australia Pty Ltd (ABN 64 003 114 832 and AFSL No. 240992), an overseas financial
adviser as defined by the FAA, participant of the ASX Group and regulated by the Australian Securities & Investments Commission. Citigroup Centre, 2 Park
Street, Sydney, NSW 2000. The Product is made available in Pakistan by Citibank N.A. Pakistan branch, which is regulated by the State Bank of Pakistan
and Securities Exchange Commission, Pakistan. AWT Plaza, 1.1. Chundrigar Road, P.O. Box 4889, Karachi-74200. The Product is made available in the
Philippines through Citicorp Financial Services and Insurance Brokerage Philippines, Inc., which is regulated by the Philippines Securities and Exchange
Commission. 20th Floor Citibank Square Bldg. The Product is made available in the Philippines through Citibank NA Philippines branch, Citibank Tower,
8741 Paseo De Roxas, Makati City, Manila. Citibank NA Philippines NA is regulated by The Bangko Sentral ng Pilipinas. The Product is made available in
Poland by Dom Maklerski Banku Handlowego SA an indirect subsidiary of Citigroup Inc., which is regulated by Komisja Nadzoru Finansowego. Dom
Maklerski Banku Handlowego S.A. ul.Senatorska 16, 00-923 Warszawa. The Product is made available in the Russian Federation through ZAO Citibank,
which is licensed to carry out banking activities in the Russian Federation in accordance with the general banking license issued by the Central Bank of the
Russian Federation and brokerage activities in accordance with the license issued by the Federal Service for Financial Markets. Neither the Product nor any
information contained in the Product shall be considered as advertising the securities mentioned in this report within the territory of the Russian Federation
or outside the Russian Federation. The Product does not constitute an appraisal within the meaning of the Federal Law of the Russian Federation of 29 July
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1998 No. 135-FZ (as amended) On Appraisal Activities in the Russian Federation. 8-10 Gasheka Street, 125047 Moscow. The Product is made available in
Singapore through Citigroup Global Markets Singapore Pte. Ltd. (“CGMSPL"), a capital markets services license holder, and regulated by Monetary
Authority of Singapore. Please contact CGMSPL at 8 Marina View, 21st Floor Asia Square Tower 1, Singapore 018960, in respect of any matters arising
from, or in connection with, the analysis of this document. This report is intended for recipients who are accredited, expert and institutional investors as
defined under the Securities and Futures Act (Cap. 289). The Product is made available by The Citigroup Private Bank in Singapore through Citibank, N.A.,
Singapore Branch, a licensed bank in Singapore that is regulated by Monetary Authority of Singapore. Please contact your Private Banker in Citibank N.A.,
Singapore Branch if you have any queries on or any matters arising from or in connection with this document. This report is intended for recipients who are
accredited, expert and institutional investors as defined under the Securities and Futures Act (Cap. 289). This report is distributed in Singapore by Citibank
Singapore Ltd ("CSL") to selected Citigold/Citigold Private Clients. CSL provides no independent research or analysis of the substance or in preparation of
this report. Please contact your Citigold//Citigold Private Client Relationship Manager in CSL if you have any queries on or any matters arising from or in
connection with this report. This report is intended for recipients who are accredited investors as defined under the Securities and Futures Act (Cap.

289). Citigroup Global Markets (Pty) Ltd. is incorporated in the Republic of South Africa (company registration number 2000/025866/07) and its
registered office is at 145 West Street, Sandton, 2196, Saxonwold. Citigroup Global Markets (Pty) Ltd. is regulated by JSE Securities Exchange South
Africa, South African Reserve Bank and the Financial Services Board. The investments and services contained herein are not available to private customers
in South Africa. The Product is made available in the Republic of China through Citigroup Global Markets Taiwan Securities Company Ltd. ('CGMTS"), 14
and 15F, No. 1, Songzhi Road, Taipei 110, Taiwan and/or through Citibank Securities (Taiwan) Company Limited ("CSTL"), 14 and 15F, No. 1, Songzhi Road,
Taipei 110, Taiwan, subject to the respective license scope of each entity and the applicable laws and regulations in the Republic of China. CGMTS and
CSTL are both regulated by the Securities and Futures Bureau of the Financial Supervisory Commission of Taiwan, the Republic of China. No portion of the
Product may be reproduced or quoted in the Republic of China by the press or any third parties [without the written authorization of CGMTS and CSTL]. If
the Product covers securities which are not allowed to be offered or traded in the Republic of China, neither the Product nor any information contained in the
Product shall be considered as advertising the securities or making recommendation of the securities in the Republic of China. The Product is for
informational purposes only and is not intended as an offer or solicitation for the purchase or sale of a security or financial products. Any decision to
purchase securities or financial products mentioned in the Product must take into account existing public information on such security or the financial
products or any registered prospectus. The Product is made available in Thailand through Citicorp Securities (Thailand) Ltd., which is regulated by the
Securities and Exchange Commission of Thailand. 18/F, 22/F and 29/F, 82 North Sathorn Road, Silom, Bangrak, Bangkok 10500, Thailand. The Product is
made available in Turkey through Citibank AS which is regulated by Capital Markets Board. Tekfen Tower, Eski Buyukdere Caddesi # 209 Kat 2B, 23294
Levent, Istanbul, Turkey. Inthe U.A.E, these materials (the "Materials") are communicated by Citigroup Global Markets Limited, DIFC branch ("CGML"), an
entity registered in the Dubai International Financial Center ("DIFC") and licensed and regulated by the Dubai Financial Services Authority ("DFSA") to
Professional Clients and Market Counterparties only and should not be relied upon or distributed to Retail Clients. A distribution of the different Citi Research
ratings distribution, in percentage terms for Investments in each sector covered is made available on request. Financial products and/or services to which
the Materials relate will only be made available to Professional Clients and Market Counterparties. The Product is made available in United Kingdom by
Citigroup Global Markets Limited, which is authorised by the Prudential Regulation Authority (“PRA") and regulated by the Financial Conduct Authority
(“FCA") and the PRA. This material may relate to investments or services of a person outside of the UK or to other matters which are not authorised by the
PRA nor regulated by the FCA and the PRA and further details as to where this may be the case are available upon request in respect of this material.
Citigroup Centre, Canada Square, Canary Wharf, London, E14 5LB. The Product is made available in United States by Citigroup Global Markets Inc, which
is a member of FINRA and registered with the US Securities and Exchange Commission. 388 Greenwich Street, New York, NY 10013. Unless specified to
the contrary, within EU Member States, the Product is made available by Citigroup Global Markets Limited, which is authorised by the PRA and regulated by
the FCA and the PRA.

Pursuant to Comisséo de Valores Mobiliarios Rule 483, Citi is required to disclose whether a Citi related company or business has a commercial relationship
with the subject company. Considering that Citi operates multiple businesses in more than 100 countries around the world, it is likely that Citi has a
commercial relationship with the subject company.

Many European regulators require that a firm must establish, implement and make available a policy for managing conflicts of interest arising as a result of
publication or distribution of investment research. The policy applicable to Citi Research's Products can be found at
https:/www.citivelocity.com/cvr/eppublic/citi_research_disclosures.

Compensation of equity research analysts is determined by equity research management and Citigroup's senior management and is not linked to specific
transactions or recommendations.

The Product is not to be construed as providing investment services in any jurisdiction where the provision of such services would not be permitted.

Subject to the nature and contents of the Product, the investments described therein are subject to fluctuations in price and/or value and investors may get
back less than originally invested. Certain high-volatility investments can be subject to sudden and large falls in value that could equal or exceed the amount
invested. Certain investments contained in the Product may have tax implications for private customers whereby levels and basis of taxation may be subject
to change. If in doubt, investors should seek advice from a tax adviser. The Product does not purport to identify the nature of the specific market or other
risks associated with a particular transaction. Advice in the Product is general and should not be construed as personal advice given it has been prepared
without taking account of the objectives, financial situation or needs of any particular investor. Accordingly, investors should, before acting on the advice,
consider the appropriateness of the advice, having regard to their objectives, financial situation and needs. Prior to acquiring any financial product, it is the
client's responsibility to obtain the relevant offer document for the product and consider it before making a decision as to whether to purchase the product.
Citi Research generally disseminates its research to the Firm'’s global institutional and retail clients via both proprietary (e.g., Citi Velocity and Citi Personal
Wealth Management) and non-proprietary electronic distribution platforms. Certain research may be disseminated only via Citi's proprietary distribution
platforms; however such research will not contain changes to earnings forecasts, target price, investment or risk rating or investment thesis or be otherwise
inconsistent with the author’s previously published research. Certain research is made available only to institutional investors to satisfy regulatory
requirements. Individual Citi Research analysts may also opt to circulate published research to one or more clients by email; such email distribution is
discretionary and is done only after the research has been disseminated.

The level and types of services provided by Citi Research analysts to clients may vary depending on various factors such as the client's individual
preferences as to the frequency and manner of receiving communications from analysts, the 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 Citi and legal and regulatory constraints.
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Citi Research product may source data from dataCentral. dataCentral is a Citi Research proprietary database, which includes Citi estimates, data from
company reports and feeds from Thomson Reuters.

© 2014 Citigroup Global Markets Inc. Citi Research is a division of Citigroup Global Markets Inc. Citi and Citi with Arc Design are trademarks and service
marks of Citigroup Inc. and its affiliates and are used and registered throughout the world. All rights reserved. Any unauthorized use, duplication,
redistribution or disclosure of this report (the “Product”), including, but not limited to, redistribution of the Product by electronic mail, posting of the Product on
a website or page, and/or providing to a third party a link to the Product, is prohibited by law and will result in prosecution. The information contained in the
Product is intended solely for the recipient and may not be further distributed by the recipient to any third party. Where included in this report, 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 MSCl 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 Firm accepts no liability whatsoever for the actions of third parties. The
Product may provide the addresses of, or contain hyperlinks to, websites. Except to the extent to which the Product refers to website material of the Firm,
the Firm has not reviewed the linked site. Equally, except to the extent to which the Product refers to website material of the Firm, the Firm takes no
responsibility for, and makes no representations or warranties whatsoever as to, the data and information contained therein. Such address or hyperlink
(including addresses or hyperlinks to website material of the Firm) is provided solely for your convenience and information and the content of the linked site
does not in anyway form part of this document. Accessing such website or following such link through the Product or the website of the Firm shall be at your
own risk and the Firm shall have no liability arising out of, or in connection with, any such referenced website.

ADDITIONAL INFORMATION IS AVAILABLE UPON REQUEST

for access to Citi's cross-asset research, commentary, data and analytics. CitiVELOCI TY’“)


http://www.citivelocity.com
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