Lago Resort & Casino Application Exhibits

Submit as Exhibit VIll. A.2.a. a calculation of Applicant's Minimum Capital investment for its Gaming Facility {(which capital
investment shall not be less than the applicable Minimum Capital investment for the particular Region in which the Gaming
Facility will be located). Include with such calculation a detailed description of the costs included in such caiculation.
Applicants may propose an aggregate capital investment in excess of the Minimum Capital Investment.

EXHIBIT VIIl.LA.2.a APPLICANT MINIMUM CAPITAL INVESTMENT

The Minimum Capital Investment for Lago Resort & Casino is $303,351,799. See attached for details.
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Submit as Exhibit VIIl. A.3. a study completed by an independent expert assessing the size of
the potential gaming market for the proposed Gaming Facility. Include annual projections of
gaming patronage (e.g. by gaming visitor count) and gaming revenues (including itemization
of slot, table and gross revenues) annually for a period of at least the first ten (10) years after
opening for gaming on a high-- -, average---and low---case basis. The high--- average---and low-- -
case bases should be the same as used for tax revenue analysis provided by the Applicant
pursuant to Item ViIll. B.4 hereof.

Include a description of all assumptions that are material to the expert's projections.
Substantiate the bases and reasonableness of all such assumptions, for example, by
comparison to comparable gaming facilities in comparable gaming markets. The study
should explain the model or methodology used to derive the projections, identify the sources
and robustness of input data, report the resulfs of projections and include a comparison of
those results to actual observed visitation and revenue performance against the most
comparable gaming facilities in other jurisdictions for which data are available.

VIII.A.3 GAMING MARKET ASSESSMENT

TMG Consulting completed a Gaming Market Assessment for Applicant in June 2014. That study
is included in this exhibit.
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EXECUTIVE SUMMARY

In May 2014, Wilmorite Management Group, LLC. engaged TMG Consulting to perform a gaming market
assessment for its proposed Lago Resort and Casino in Tyre, New York. This document summarizes TMG’s
projections of gross gaming revenues, operations, and the socioeconomic impacts that could be expected
from the development. The “average” case scenario is detailed in this Executive Summary with all
scenarios (average, high, and low) and projections contained within the body of the foregoing study.

Conclusions

Based on the proposed location and building program of Lago Resort and Casino, the facility is expected
to have a positive impact in the Finger Lakes/Southern Tier region, generating significant gaming visits
not currently captured by New York gaming facilities.

REVENUES

Lago Resort and Casino is projected to generate over $262 million in gaming revenues in its first full year
of stabilized operations. Nearly half of these revenues are expected to be new, resulting from induced
gaming behavior, re-capture of revenues that are currently accruing to out-of-state casinos, and capture
of gaming visits from incremental markets.

JOBS

Lago Resort and Casino is projected to sustain 1,862 permanent jobs (1,230 direct jobs on-site)
throughout New York and create 3,845 short-term jobs throughout the state.

TAXES

Seneca County and the Town of Tyre can expect to receive approximately $6.4 million in tax and fee
revenues annually per their negotiated Host Community Agreements with Lago Resort & Casino and from
recurring impacts attributable to the facility. The State of New York could expect to receive
approximately $84.4 million annually in tax and fee revenues.

Additionally, local governments (primarily expected to be Seneca County) can expect to receive
approximately $6.0 million in one-time tax and fee revenues from developmental expenditures and the
State of New York could expect to receive approximately $68.4 million in one-time tax and fee revenues.
Lago Resort and Casino

The proposed development site is located in Tyre, New York, proximate to a toll plaza for the New York
State Thruway, on a parcel that is currently a vacant field.

June 2014 i
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The 2,000-slot and 85-table game resort casino is expected to open in 2016 and will be accompanied by
a 200+ room hotel and convention center, four restaurants, three food court outlet vendors, a spa, and
entertainment.

Competition

In our study, we have assumed the continued operation of existing gaming facilities as well as the build-
out of gaming supply across the East Coast, increasing competitive pressures in the region. The
assumptions for this study were as follows:

e New York!
o Capital District
=  One resort casino with 100 table games and 2,000 slot machines
o Catskills Region
= Two resort casinos with 100 table games and 2,000 slot machines each.
o Long lsland
=  Two OTB facilities with 1,000 VLTs each.
e Regional competitive landscape
o0 New facilities in Massachusetts and Pennsylvania

Gaming Revenue Projection

LOCAL MARKET

To forecast the facility’s potential gaming revenues, TMG constructed a custom gravity model for the
region within an approximate 3 hour drive-time from Lago Resort and Casino. This model considered a
large region of New York as well as a portion of Pennsylvania, projecting the potential gaming revenues
from the local area market.

In addition to projecting the revenue potential of the local area market, TMG also projected the potential
capture of the existing tourism market in the region.

A map depicting the submarkets and regional gaming market analyzed in TMG’s gravity model is included
on the following page.

1 TMG selected generic locations of other gaming facilities in New York based on the areas sanctioned by their
respective gaming licenses.

June 2014 ii
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2 The most recent 12-month period of gaming data available at time of compilation, March 2013 — February 2014.
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a resort casino, will not compete directly with existing businesses in proximity. Lago Resort and Casino
is expected to generate significant new revenues by repatriating gaming revenue from New York residents
who currently visit out-of-state gaming facilities, from capture of out-of-state gamers, and from capture
of tourists in the region.

EMPLOYMENT

Through its ongoing operations, Lago Resort and Casino, is expected to have a significant impact on
employment and tax revenue throughout New York. In total, TMG projects Lago Resort and Casino will
create 1,862 permanent jobs throughout New York. In addition to the recurring jobs impact,
construction and opening of the facility is expected to create 3,845 short-term jobs throughout New
York. The following table summarizes the projected jobs impact.

Employment Impact Summary

. Indirect &
Employment Impact Direct Jobs Induced Jobs Total Jobs
From Lago Resor.T and Casino 1230 632 1,862
Operations
One-hmeA(ConsTruc‘r!on and 2304 1541 3,845
One-Time Spending)

Source: TMG Consulting

TAX & FEE REVENUE IMPACT

Recurring Tax & Fee Revenue

Recurring tax revenues to New York, Seneca County, and other local governments are expected to result
from ongoing operations at the Lago Resort and Casino. Based on TMG’s projections, New York could
expect to receive approximately $84.4 million annually in tax and fee revenues. Seneca County and
other local governments can expect to receive approximately $6.4 million in annual tax and fee
revenues from recurring impacts attributable to Lago Resort and Casino. The following table summarizes
these tax and fee revenue impacts.

June 2014 viii
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One-Time Tax & Fee Revenue Impacts from Lago Resort and Casino Development, 2014
(in millions)

Category Taxable Local Tax Local Tax State Tax
Amount Impact Rate Impact
Direct Impacts
Gaming
Licensing Fee $50.00 M
Application Fee $1.00 M
Total Gaming Fee Revenue S.OM S51.0M
Sales & Use
From Applicable Hard Costs & FF&E!  $30.28 M $1.21 M 4.0% $1.21 M 4.00%
From Applicable Pre-Opening Costs $17.00 M $0.68 M 4.0% $0.68 M 4.00%
Total Sales Tax Revenue $1.89 M $1.89 M
Off-site, Indirect Impacts
Earnings?
State & Local Taxes & Fees $257.32 M $0.11 M 0.04% $11.55 M 4.49%
Sales & Use $99.13 M $3.97 M 4.0% $3.97 M 4.00%
Total Tax Revenue from Earnings $4.07 M $15.52 M
Total Tax Impact $5.96 M $68.41 M
Source: Operating assumptions provided by JNB Gaming; New York Department of Revenue; Bureau of Economic Analysis; TMG
Consulting

Note I: FF&E excludes slot and table game equipment purchase which total $45.9 million and are expected to be purchased
out of state.
Note 2: Methodology for earnings tax impacts described in previous section.

June 2014 X
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INTRODUCTION

TMG Consulting studied and forecast the potential for the proposed Lago Resort and Casino in Tyre, New
York. This study includes projections of gross gaming revenues over a 10-year period in three case
scenarios: Average, High, and Low. Additionally and for each scenario, TMG generated casino resort
operating pro-formas for the 10 year period. Lastly, we conducted a socioeconomic impact assessment
which includes projections of the facility’s impacts on area incomes, job growth, and taxes generated.

Lago Resort and Casino

Lago Resort and Casino is expected to be a casino resort offering 2,000 slot machines and 85 table games.
The facility is expected to open in 2017 and will be accompanied by a 208-room hotel, food and beverage
offerings, and a small retail shop. The facility’s programming is detailed below.

o Casino with approximately 2,000 slots and 85 table games

o Hotel with 208 rooms

o Convention center

0 4 restaurants, and 3-vendor food court

o Spa

0 Entertainment amenities
Competition

In our study, we have assumed the continued operation of existing gaming facilities as well as the build-
out of gaming supply across the East Coast, increasing competitive pressures in the region. The
assumptions for this study were as follows:
e New York competitive landscape
o Existing commercial racetrack and slot facilities remain open
o Existing Native American facilities remain open
o Four new commercial casinos in New York, including Lago Resort and Casino
e Pennsylvania competitive landscape
o Existing facilities remain open
0 One new casino in Philadelphia
¢ Massachusetts competitive landscape
0 Three (3) destination casinos, with a $500 million minimum investment for each
=  One (1) slot parlor: 1,250 positions
e Regional competitive landscape
o Existing facilities remain open

June 2014 1
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COMPETITIVE GAMING MARKET

The Lago Resort and Casino would compete with facilities in New York, but also the Northeast region of
the United States. This multi-state region contains many other competitive gaming facilities—both
existing and planned. This section of the study will examine, on a state by state basis, existing gaming
supply, planned supply, and historical gaming performance. States included in this analysis are New York,
Pennsylvania, Connecticut, New Jersey and Massachusetts, with their respective characteristics and
performance discussed herein. Statewide and Facility specific gaming data for previous calendar years
can be found in the appendix of this report.

The following maps show the competitive gaming facilities in the regional and local markets.

June 2014 2
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New York

New York State has nine racetrack casinos (racinos) and eight Native American casinos that are located
Upstate. Video gaming machines are permitted at the nine commercial racinos, but traditional table
games are currently available only at the Native American casinos in the state. In mid-2013, the State
Legislature approved the expanded gaming legislation championed by Governor Cuomo. A voter
referendum on the expanded gaming legislation passed in early November 2013. New York is now set to
have as many as seven resort casinos (four in the near term) which would include table games (currently
prohibited at racetrack casinos).3

COMMERCIAL GAMING FACILITIES

Batavia Downs Casino

Located in Batavia, New York, this racino’s 60,000 square foot gaming space features 788 gaming
machines. Batavia Downs Casino is a racing and video gaming center owned and operated by Western
Regional Off-Track Betting Corporation, a public benefit corporation, in association with the New York
Lottery. Batavia Downs is the oldest lighted harness track in North America, opening on September 20,
1940. The property underwent a $25 million expansion project in 2013 that shifted video gaming
operations from the second floor to a renovated first floor facility. This expansion allowed for an
increase in capacity for gaming machines. This facility features three food and beverage outlets, and a
convention space.

Empire City at Yonkers Raceway

Yonkers Raceway is a one-half-mile standard-bred harness racing dirt track and New York state-approved
racino located in Yonkers, New York near the New York City border. The casino's 120,000 square feet of
gaming space features 5,403 video gaming machines®, and ten food and beverage outlets.® On July 26,
2011 construction began on a $40 million expansion of the Empire City Casino at Yonkers Raceway. The
expansion created an additional 30,000 square feet of gaming space, 20,000 square feet of food and
beverage space, 6,000 square feet for a new grand entrance and 10,000 square feet of administration
related space. This expansion created room for 400 new Video Lottery Terminals.’

3 Orden, Erica. "Agreements Struck on Casinos, LIPA." WSJ.com. 19 June 2013.

4 Source: The Buffalo News. Batavia Downs expansion project. buffalonews.com

5 New York Gaming Commission, http://nylottery.ny.gov/wps/portal?, TMG Analysis

6 Empire City Casino at Yonkers Raceway. Web. <http://www.empirecitycasino.com/>.
7 Empire City Casino at Yonkers Raceway Press Release July 26, 2011.
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Finger Lakes Gaming and Racetrack

Located in Farmington New York, western New York's only thoroughbred track is at Finger Lakes. The
44,000 square foot gaming space offers 1,549 video gaming machines®. Additionally, there are nine food
and beverage outlets, a 10,000 square foot buffet, and a convention center.’

Hamburg Casino at the Fairgrounds

Located 20 minutes south of Buffalo, in Hamburg, New York, the Fairgrounds has over 266 acres with
simulcast wagering available year round, 940 video gaming machines' including video poker, five food
& beverage outlets, 55,000 square feet of gaming space, and 10,000 square feet of convention and
meeting space."

Monticello Casino and Raceway

Located in Monticello, New York (90 miles from midtown Manhattan) this facility is owned and operated
by Empire Resorts through its subsidiary Monticello Raceway Management, Inc. The Monticello Casino &
Raceway features 40,000 square feet of gaming space with 1,110 gaming machines.'? The property also
has three food and beverage outlets."

Resorts World Casino New York City

Resorts World Casino in New York City is in Jamaica, New York and officially opened in October of 2011.
The casino's 330,000 square foot gaming space features 5,005 gaming machines.’ The property has
eleven food & beverage outlets and a live entertainment venue."

Saratoga Casino and Raceway

Saratoga Casino and Raceway became the state's first non-Native American gaming facility on Jan. 28,
2004. It offers 1,782 video lottery terminals'é, four food and beverage outlets, a live entertainment venue
and harness racing on a half-mile track. '

8 New York Gaming Commission, http://nylottery.ny.gov/wps/portal?, TMG Analysis

9 "Finger Lakes Casino & Racetrack." Web. <http://www.fingerlakesracetrack.com/>.

10 New York Gaming Commission, http://nylottery.ny.gov/wps/portal?, TMG Analysis

11 "Hamburg Casino at the Fairgrounds." Web. <http://www.the-fairgrounds.com/hamburg-casino>.
12 New York Gaming Commission, http://nylottery.ny.gov/wps/portal?, TMG Analysis

13 Monticello Casino and Raceway. Web. <http://www.monticellocasinoandraceway.com/>.

14 New York Gaming Commission, http://nylottery.ny.gov/wps/portal?, TMG Analysis

15 Resorts World Casino New York City. Web. <http://www.rwnewyork.com/index.php>.

16 New York Gaming Commission, http://nylottery.ny.gov/wps/portal?, TMG Analysis

17 Saratoga Casino and Raceway. Web. <http://saratogacasino.com/Home.aspx>.
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Tioga Downs Casino and Hotel

Tioga Downs is a racing and gaming facility located in Nichols, New York. The facility includes a casino
with 802 video gaming terminals'®, meeting and convention space for up to 250 people, and five food
and beverage outlets."

Vernon Downs Casino and Hotel

Vernon Downs features racing, gaming and hotel accommodations and is located in Central New York.
The facility features 767 video gaming machines®, a 175-room hotel, event space, seven food and
beverage outlets and live harness racing.?'

NATIVE AMERICAN GAMING FACILITIES

Akwesasne Mohawk Casino

The Akwesasne Mohawk Casino in Hogansburg, New York, is owned and operated by the St Regis Mohawk
Tribe. The 52,000 square foot gaming casino features 2,542 total slots and 38 table games. There are
four food & beverage outlets, spa, and a 150-room hotel with three multi-purpose meeting rooms.? The
150-room hotel was completed in May of 2013 for $74 million.?

LakeSide Entertainment

The Cayuga Nation has two Class Il gaming facilities both under the name of LakeSide Entertainment.
The facilities are located in Union Springs, NY and Seneca Falls, NY respectively. After performing site
visits to the area, our staff confirmed that the Seneca Falls location was temporarily closed. The Seneca
Falls facility houses its suspended gaming operation in the rear of a trading post. The Union Springs
location is open and currently has 86 gaming machines in operation.?*

Seneca Buffalo Creek Casino

The Seneca Buffalo Creek Casino officially opened its doors in August of 2013. The original plan for this
site was to develop a $333 million Casino and Hotel which would house 2,000 slot machines and 45 table
games. These original plans were later downsized to a $130 million development of an 800 slot facility
with 16 table games.?> The planned hotel was never constructed.

18 New York Gaming Commission, http://nylottery.ny.gov/wps/portal?, TMG Analysis
19 Tioga Downs Casino & Entertainment. Web. <http://www.tiogadowns.com/>.

20 New York Gaming Commission, http://nylottery.ny.gov/wps/portal?, TMG Analysis
21 Vernon Downs Casino & Hotel. Web. <http://www.vernondowns.com/>.

22 "Akwesasne Mohawk Casino." Web. <http://www.mohawkcasino.com/index.php>.
23500 Nations. Web. <http://500nations.com/casinos/nyAkwesasneMohawk.asp>

24 500 Nations. Web. <http://500nations.com/casinos/nyAkwesasneMohawk.asp>

2 Seneca Buffalo Creek Casino. Web < http://www.senecabuffalocreekcasino.com>
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Seneca Gaming & Entertainment, Irving

The facility features approximately 500 video gaming terminals, daily bingo events, and a poker room.
The gaming center features a café on premises for food and beverage service and a gift shop. The Seneca
Nation owns and manages the facility.?®

Seneca Niagara Casino & Hotel

The Seneca Niagara Casino and Hotel offers 147,000 square feet of gaming facilities with 4,000 slot
machines and 124 table games, including poker. In addition, there is a 604-room hotel, a dozen dining
establishments, and a full-service spa. The facility is located in Niagara, NY and is within minutes of the
Canada/US border.?”

Seneca Allegany Casino & Hotel

The Seneca Allegany Casino & Hotel is located in the foothills of the Allegany Mountains in Upstate New
York. The Seneca Allegany Casino & Hotel completed a $53 million expansion project in 2012. This project
included an addition of 201 hotel rooms to the site’s existing 200 room hotel.?® The casino features 68,000
square feet of gaming space with 2,000 slot machines and 36 table games. Additionally, there are seven
food & beverage outlets and a spa.?’

Seneca Gaming & Entertainment, Salamanca
Seneca Gaming and Entertainment is located in Salamanca, New York. The casino’s 15,000 square-foot
gaming space features 280 gaming machines and ten poker tables. The property has one restaurant.3°

Turning Stone Resort and Casino

Turning Stone Resort & Casino is located in Central New York’s Mohawk Valley. It is 35 miles east of
Syracuse Hancock International Airport. The 1,200-acre resort features luxury-class hotel
accommodations, a full-service destination spa, gourmet food & beverage outlets and casual dining
options, celebrity entertainment, five championship golf courses, a dance club, and a casino. The casino
offers approximately 2,300 gaming machines and 117 table games.>'

PLANNED AND POTENTIAL FACILITIES

This section details planned and potential openings that are included in TMG projection models.

26 Seneca Gaming and Entertainment. Web. <http://www.senecagames.com/irving.html>.

27 "Seneca Niagara Casino & Hotel." Web. <http://www.senecaniagaracasino.com/>.

28 Source: Buffalo Business Journal. Seneca Allegany hotel expansion. Bizjournals.com

2 "Seneca Allegany Casino & Hotel." Web. <http://www.senecaalleganycasino.com/>.

30 Seneca Gaming and Entertainment. Web. <http://www.senecagames.com/salamanca.html>.
31 Turning Stone Resort Casino. Web. <http://www.turningstone.com/>.
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New York Expanded Gaming Facilities

A voter referendum in early November 2013 approved the NY expanded gaming legislation. Four casino
licenses will be distributed among three regions in New York State: the Capital District, Finger
Lakes/Southern Tier and the Hudson Valley-Catskills region. Because of the proximity to New York City,
the Hudson Valley-Catskills region will likely receive two of the available four casino licenses, this leaves
one license for each of the remaining regions. As it stands, 22 proposals were received by the New York
Gaming Facility Location Board, and five proposals have been formally withdrawn. The distribution of
known bids by region is as follows:

o Capital District - 5 bids
o Finger Lakes/Southern Tier - 3 bids
e Hudson Valley-Catskills -9 bids

Further information pertaining to each New York State gaming license applicant is provided below. This
information is organized by region.

Catskills Region

The Catskills region is the closest region in proximity to New York City and therefore has garnered the
most interest from gaming license applicants. Nine groups have applied for potentially two available
licenses in this region. Each hopes to attract some of the roughly 20 million individuals that call the New
York metropolitan area home.

The minimum capital investment for a gaming facility in Dutchess or Orange Counties as laid out by the
state of New York is $350 million, the highest minimum investment for any region. If no license is awarded
to Dutchess or Orange Counties, then $130 million in capital investment would be needed to receive a
gaming license for the other portion of the region (Columbia, Delaware, Greene, Sullivan and Ulster
Counties). If one gaming license is awarded to Dutchess or Orange Counties and one awarded to the
remaining Counties of the region, then a capital investment of $100 million would be considered the
minimum for a gaming facility in the remaining Counties.

Caesars Entertainment

Caesar’s Entertainment has applied for a gaming license in Woodbury, NY, (Orange County) roughly 50
miles north of New York City. Caesar’s is proposing a $750 million investment for this gaming facility on
121 acres of land that is currently owned by real estate developer, David Flaum.3?

Concord Kiamesha LLC and Mohegan Gaming New York LLC

In a partnership between Concord Associates and Mohegan Sun, a planned redevelopment of the closed
Concord hotel in Kiamesha Lake, NY, (Sullivan County) has been planned. The redevelopment would

32 Collson, Brett. “Caesars Entertainment Enters Bid to Develop %750 Milion Casino Resort in New York” Web.
<http://www.pokernews.com/news/2014/04/caesars-entertainment-enters-bid-to-develop-casino-new-york-18115.htm
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-
represent a $600 million investment on a 116 acre site. The original proposal calls for a 75,000 square
foot gaming space with 2,100 video lottery terminals and up to 450 electronic table game positions. 3

Empire Resorts

Empire Resorts currently operates the Monticello Casino and Raceway Facility. This organization plans
to build a casino resort, currently dubbed Adelaar, on the site of the former Concord Resort. This
development would come with a total price tag of $750 million and would contain a golf course,
entertainment hall, indoor water park, outdoor adventure park and a conference center.3

Greenetrack, Inc.

An Alabama-based gambling operator, Luther Winn Jr., has applied to build a Casino in Windsor, NY
(Orange County). The proposal calls for a $500 million casino to be developed.3®

Hudson Valley Gaming, LLC

The Hudson Valley Gaming, LLC has submitted an application for a casino license in the Catskills region
of New York. No specified location is known at this point.3®

Nevele-R, LLC

Nevele-R, LLC is proposing the development of the Nevele Resort Casino & Spa in Ellenville, NY (Ulster
County). The resort will include a 446-room hotel, meeting space, hiking and skiing activities, an
equestrian facility, an 18-hole golf course, and a spa.*”

OCCR Enterprises, LLC by the Cordish Companies

OCCR Enterprises has created a joint venture with Penn National Gaming, Inc. to create a $750 million
casino resort in Orange County. This joint venture originally had applied for two gaming licenses, the
other in the Capitol region. In late May, the group decided to withdraw the application for a gaming
license in the Capitol region and focus their attention on this project.3®

33 Mohegan Tribal Gaming Authority. Web. <http://newsroom.mtga.com/2011/05/05/concord/>

34 Bagli, Charles. NY Times. “Empire Resorts Unveils Plan for $750 Million Casino in Catskills.” Web.
<http://www.nytimes.com/2014/03/14/nyregion/empire-resorts-unveils-plan-for-750-milion-casino-upstate.html>
35 Campanile, Carl. NY Post. “Alabama gambling operator wants to open Catskills casino”. Web.
<http://nypost.com/2014/01/27/alabama-gambling-operator-wants-to-open-catskills-casino/>

36 Campbell, Jon. Democrat & Chronicle. “New York receives 22 casino application fees”. Web.
<http://www.democratandchronicle.com/story/news/local/2014/04/24/wilmorite-flaum-new-york-casinos-
caesars/8095445/>

37 Nevele Resort Casino & Spa. Web. <http://www.nevele.com/>

38 Odato, James. Capitol Confidential. Web. <http://blog.timesunion.com/capitol/archives/213499/penn-
nationalcordish-take-talents-to-orange-county-only/>
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RW Orange County, LLC by Cleary Gottlieb Steen & Hamilton LLP

The Malaysian company, Genting, through their wholly-owned subsidiary, RW Orange County, LLC
submitted a bid for a gaming license in Orange County, NY.*

Saratoga Harness Racing, Inc. (ll)

Saratoga Harness Racing, Inc. which operates the Saratoga Casino and Raceway, has filed an application
for a gaming license in Orange County, NY. The proposed facility would occupy a 70 acre parcel of land,
contain a 500-room hotel as well as casino and would come at a cost of $670 million.

Capital Region

The capital region currently has five groups vying for one gaming license. This region makes up the four-
county area that surrounding Albany. The minimum capital investment for a gaming facility in this region
stands at $135 million.

NYS Funding, LLC by Och-Ziff Real Estate

Originally, a $400 million casino resort was planned just south of Albany and would be called “E23”
because of its location on Exit 23 on the Thruway. The developers have now withdrawn from committing
to this location because of a lack of usable land and are now looking at a site in Rensselaer County.“

Capital Region Gaming, LLC

Capital Region Gaming, LLC has proposed a new $150 million casino to be built in Schenectady on land
owned by the Galesi Group. The facility will be operated by Rush Street Gaming who currently operates
The Rivers Casino in Pittsburgh, PA, and will continue their name branding in New York. If approved, the
planned casino will be called The Rivers Casino at Mohawk Harbor.'

Florida Acquisition Corp by Clairvest
The Toronto based company, Clairvest, is planning on developing a casino in Montgomery County near
the border of the towns of Florida and Amsterdam.

Howe Caves Development, LLC

Howe Caverns has been a popular destination for New York’s Capital region for many years, attracting
nearly 150,000 tourists annually. Currently, the facility offers cave tours, a museum, and an adventure

39 Say, Tee Lin. The Star Online. “Genting keeps option open in second NY casino” Web. <http://www.thestar.com
.my/Business/Business-News/2014/04/25/Genting-group-registers-interest-to-build-second-casino-in-the-Big-Apple/>
40 Sanzone, Danielle. The Oneida Daily Dispatch. “E23 Casino plan dead; developer looking to Resselaer.” Web.
<http://www.oneidadispatch.com/lifestyle/20140604/e23-casino-plan-dead-developer-looking-to-rensselaer>

41 Viccaro, Haley. Daily Gazette. “Schenectady casino proposal unveiled” Web.
<http://www.dailygazette.com/news/2014/may/21/schenectady-casino-proposal-unveiled/?print>
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park. The owners of the site are still in talks with potential casino operators and no official design has
been laid out. The casino would be located adjacent to the existing Howe Caverns facilities.*?

Saratoga Harness Racing Inc. (l)

Saratoga Harness Racing Inc. has filed two bids for potential casinos in New York State. This particular
bid calls for a 100,000 square foot, $300 million casino resort in East Greenbush, NY.*3

Finger Lakes/Southern Tier

There are currently three outstanding bids for gaming licenses in the Finger Lakes/Southern Tier region.
While it is possible that two bids get licenses from this region, it is more likely that the Catskills region,
with eleven bids, will receive two licenses. The minimum capital investment needed in Wayne or Seneca
County is $135 million. If there is only one license awarded to this region and it goes to one of the
remaining Counties (Broome, Chemung, Schuyler, Tioga or Tompkins) then the minimum capital
investment required will be $85 million. If two licenses are awarded to this region, one in Wayne or
Seneca and another in the remaining Counties then the capital investment required in the remaining
counties will drop to $70 million.

Tioga Downs Racefrack, LLC

Tioga Downs Racetrack, LLC which already operates the Tioga Downs Casino and Racetrack in Nichols,
NY, is planning an expansion of their existing facilities if they are capable of securing a casino license.
Their planned expansions include adding a 140-room hotel, a 20,000 square foot casino, new restaurant
and a new 60,000 square foot amenities building that would house conference space.*

Traditions Resort & Casino

The Traditions Resort & Casino is a planned expansion of the Traditions Resort & Conference Center in
Johnson City, New York. If awarded a gaming license, this facility would undergo major changes to
accommodate gaming activities and the added volume of tourists that gaming would bring. The planned
casino would bring both slot machines and a variety of table games to this resort. Additional restaurants,
a fitness center and leisure activities also will be added to the facility if the gaming license is awarded.*

HISTORICAL GAMING PERFORMANCE

The following analysis of New York’s state gaming statistics includes all commercial and Native American
gaming facilities operating in the state. This analysis details both historical gross gaming revenues (GGR,
also referred to as win) and gaming supply (positions— the number of seats at gaming devices and table

42 DeMasi, Michael. Albany Business Journal. “Howe Caverns still in play for possible casino, owner says.” Web.
<http://www.bizjournals.com/albany/news/2014/06/02/howe-caverns-still-in-play-for-possible-casino.html>

43 Morris, Caitlin. The Saratogian. “Details of racino’s East Greenbush gaming proposal released.” Web.
<http://www.saratogian.com/general-news/20140422/details-of-racinos-east-greenbush-gaming-proposal-released>
44 Tioga Downs Casino Racing & Entertainment. Web. <http://www.tiogadowns.com/news/>

45 Traditions Resort & Conference Center. Web. <http://www.thinkbigreallybig.com/casino.html>
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I
games). Each seat at an electronic gaming machine is counted as a single gaming position. Table games
typically seat up to six players; therefore six gaming positions are counted per table game. Average

annual (gaming) positions refers to the average number of gaming positions found throughout the year
in a specified location.

This study will make frequent use of a common gaming metric for purpose of comparison— Win per
Position. Win per Position (Win/Pos) is a metric which indicates the average gaming revenue (win) yielded
per gaming position per day.

Commercial Gaming Facilities 12-month Period

During the most recent 12-month period (March 2013 - February 2014) nine commercial gaming facilities
were operational in New York. Native American-owned gaming facilities in New York are not required to
report gaming revenue publically and are not included in this analysis.

12-month Statewide Gaming Performance

During the most recent 12-month period, the gaming industry in New York generated nearly $2 billion in
gross gaming revenue and had a total of gaming 17,787 positions.

New York 12-month Statewide Gaming performance (March 2013 - February 2014)

Avg. Win per
Position

Win (in billions) Positions

March 2013 - Feb 2014 $1.92 BN 17,787 $295

Source: New York State Gaming Commission; TMG Analysis

12-month Gaming Revenue by Facility

Resorts World generated just over $790 million of gross gaming revenue during the most recent 12-month
period—the greatest among New York’s commercial gaming facilities.
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I

New York GGR by Facility (March 2013 - February 2014)
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$220
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$20 — | | |
March 2013 - Feb 2014

M Batavia Downs Empire City M Fairgrounds
Finger Lakes B Monticello M Resorts World

Source: New York State Gaming Commission; TMG Consulting analysis

12-month Average Positions by Facility

On average, Empire City featured the most gaming positions of all facilities during the 12-month period—
5,367 positions. Batavia Downs had the fewest number of gaming positions on average—690. Over this
12-month period, there was a total of 17,787 gaming positions available at New York’s commercial gaming
facilities.

New York Gaming Positions per Facility (March 2013 - February 2014)

Batavia Empire Resorts Tioga Vernon Total NY

Casino Downs City Fairgrounds Finger Lakes  Monticello World Saratoga Downs Downs

March 2013 -

Feb 2014
Source: New York State Gaming Commission; TMG Consulting Analysis

690 5,367 940 1,325 1,110 5,004 1,782 802 767 17,787

12-month Average Win per Position by Facility

Resorts World had the greatest average win per position in New York during the most recent 12-month
period—$433. Vernon Downs had the lowest average win per position in the state at $155. The average
win per position in New York during this 12-month period was $296.
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New York Win per Position by Facility (March 2013 - February 2014)
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Source: New York State Gaming Commsission; TMG Consulting Analysis

NEW YORK NATIVE AMERICAN GAMING REVENUE ESTIMATES

While gaming revenues for the Native American owned gaming facilities in New York are not publicly
available, there are pieces of information reported by news media, various gaming industry websites,
and filings with the Securities and Exchange Commission which provide a means to estimate these
revenues. According to Casino City’s Indian Gaming Industry Report, the three Native American tribes
sanctioned to operate casinos in New York (the Oneida, Seneca, and Mohawk) generated $1.10 billion of
gross gaming revenue in 2012. After adjusting that figure for inflation, the three New York tribes could
have generated approximately $1.13 billion in 2013.

Based on the slot exclusivity fee“ that Native American tribes pay to the State of New York, and
corroborated by news reports?, the Oneida’s Turning Stone Report generates approximately $207 million
annually in slot revenue. Using this same methodology for the Seneca Nation (the fee applies to Seneca
Niagara, Seneca Allegany, and Seneca Buffalo Creek) and based on an estimated annual slot exclusivity
payment of $135 million*®, we estimate the Seneca generate approximately $540 million in slot revenue
at their three resort casinos.

46 The tribes remit 25% of their revenue from slot machines to the State of New York in exchange for their casinos being
guaranteed geographical exclusivity.

47 Coin, Glenn. “Turning Stone casino gamblers: How much do they lose on slots?” Syracuse.com May 2014.

48 Bagli, Charles. “Seneca Tribe Reaches Deal With Cuomo on Gambling.” The New York Times. June 2013.
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With slot revenue estimates for the Oneida and Seneca casinos, it is possible to estimate gross gaming
revenue for the facilities. Based on an analysis of similar facilities in the region, TMG estimates that
approximately 75% of gross gaming revenue at these facilities comes from slot machines. This yields an
estimate of $276 million in gross gaming revenues at the Oneida facility (Turning Stone Resort Casino)
and $720 million in gross gaming revenues at the Seneca facilities (Niagara, Allegany, and Buffalo Creek).

To estimate the gross gaming revenues at the other Native American gaming facilities in New York
(Akwesasne Mohawk Casino, Seneca Gaming & Entertainment Irving, and Seneca Gaming & Entertainment
Salamanca), we distributed the remainder of the $1.13 billion statewide Native American gross gaming
revenue estimate on a fair share basis.

There are two additional New York Native American facilities which operate in a quasi-legal state and
are often indefinitely closed. These two facilities, owned by the Cayuga Nation of New York, are Lakeside
Entertainment Union Springs and Lakeside Entertainment Seneca Falls. Both of these facilities host
electronic bingo machines exclusively. For purposes of fair share analysis and revenue impact analysis
(detailed in a separate sections of this report), we estimated what the win at these facilities could be if
they operated for a full year under stable conditions. This was accomplished by estimating a $100 average
win per position for each facility, which was based on our fair share analysis.

The following table details TMG Consulting’s gaming revenue assumptions for Native American gaming
facilities operating in New York.

New York Native American Gross Gaming Revenue Estimates, 2013
. Gross Gaming .
Casino Supply Revenue Win/Pos.

Akwesasne Mohawk Casino 2,752 $101.4 M $101
Seneca Niagara, Seneca Alleghany, and Seneca Buffalo Creek 7,868 $720.0 M $251
Seneca Gaming & Entertainment, Irving 500 $184 M $101
Seneca Gaming & Entertainment, Salamanca 340 $125M $101
Turning Stone 2,864 $276.0 M $264
Lakeside Entertainment Union Springs 86 $3.1 M $100
Lakeside Entertainment Seneca Falls 30 $1.1M $100

Total 14,440 $1,133 M $215

Source: TMG Consulting

Pennsylvania

Gaming in Pennsylvania began in late 2006 with the opening of two casinos. As of May 2014, there are
twelve gaming facilities operating in the state. The most recent to open was the Lady Luck Casino at
Nemacolin Woodlands Resort which had its grand opening in July 2013. The gaming industry in
Pennsylvania has been marked by rapid expansion of both facilities and revenues since it began in 2006.
Of late, the growth of this relatively new industry has begun to slow down. Two gaming licenses remain
in the state— one for a full-scale casino in Philadelphia and another for a racetrack casino.
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COMMERCIAL GAMING FACILITIES

Below is a table of all current gaming facilities, positions and amenities in the state of Pennsylvania.

Pennsylvania Commercial Gaming Facilities

Casino Slots Table Games Amenities

Harrah's Philadelphia | 2,795 126 8 food and beverage outlets, shopping, racing

Penn National 2.448 72 5 fqod and beverage outlets, entertainment venue, banquet space,
racing

Lady Lucl_< 582 29 3 food and beverage outlets, spa, fitness center, 18- hole golf course

Nemacolin

Mohegan sun 2332 85 11 food (_and beverage outlets, spa, racing, entertainment venue,
convention center

Mount Airy 1,863 78 7 food and beverage outlets, spa, 18-hole golf course

Parx Casino 3,361 165 9 food and beverage outlets, entertainment venue, racing

Presque Isle 1,993 46 8 food and beverage outlets, racing

Rivers Casino 2,969 113 7 food and beverage outlets, entertainment venue

Sands Bethlehem 3,014 200 10 food and beverage outlets, multi-purpose meeting space

SugarHouse 1,606 62 9 food and beverage outlets, entertainment venue, racing

The Meadows 3,283 75 7 food and beverage outlets, entertainment venue, racing

valley Forge 600 50 i;(:t)edr and beverage outlets, entertainment venue, convention

Source: Pennsylvania Gaming Control Board; Casino City, Individual Facility Websites; TMG Analysis

PLANNED AND POTENTIAL FACILITIES

Lawrence Downs Casino and Racing Resort

Only one racino license remains in Pennsylvania, which is likely tied to Lawrence County. The proposed
facility would include 1,250 slot machines, 40 table games and live harness racing.*

Remaining Philadelphia Casino License

One Category 2 Casino License remains in Pennsylvania and is expected to be awarded to one of five
applicants.

49 Toland, Bill. “New Name, New Application for Lawrence County Racino.” Post-Gazette. 4 June 2013. Web.
http://www.post-gazette.com/business/businessnews/2013/06/04/New-name-new-application-for-Lawrence-County-
racino
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Philadelphia Category 2 Casino License Applicants

Applicant Slots Tables Hotel Location
The Provence Tower Entertainment, LLC 3300 150 125-key N Broad St & Callowhill St
Casino Revolution PHL Local Gaming, LLC 2400 105 250-room | Pattison Avenue & Front St
Xfinity Live! Philadelphia Stadium Casino, LLC 2000 125 240-room | 900 Packer Avenue
Market 8 Market East Associates 2400 112 168-room | 801 Market Street
Hollywood Casino Philadelphia PA Gaming Ventures, LLC 2050 81 n/a 700 Packer Avenue
Source: Filings with the Pennsylvania Gaming Control Board

HISTORICAL GAMING PERFORMANCE

The following analysis of Pennsylvania’s state gaming data includes all gaming facilities operating in the
state. This analysis details both historical gross gaming revenues (GGR, also referred to as win) and
gaming supply (positions— the number of seats at gaming devices and table games).

Most Recent 12-month period

12-month Statewide Gaming Performance

During the most recent 12-month period, the gaming industry in Pennsylvania generated over $3 billion
in gross gaming revenue, had an average of 32,803 gaming positions and an average win per position per
day of $258.

Pennsylvania 12-month Statewide Gaming Performance (March 2013 - February 2014)

Win per

Position

March 2013 - Feb. 2014 $3.08 BN 32,803 $258
Source: Pennsylvania Gaming Control Board; TMG Consulting Analysis

Win (in billions) Positions

During the most recent 12-month period (March 2013 - February 2014) eleven casinos were open in
Pennsylvania. Below is an analysis of their performance during this time.

12-month Gaming Revenue by Facility

The top two performers in the state of Pennsylvania in regards to gross gaming revenue during the most
recent 12-month period are the Parx Casino and the Sands Casino Resort Bethlehem with $483.4 million
and $461.3 in gaming revenues respectively.

Pennsylvania GGR by Facility (March 2013 - February 2014)

Casino Harrah's Mohegan  Mount Penn Presque Sands Sugar The The Valley Total

March 2013

- Feb 2014 M M M M M M M M M M M BN
Source: Pennsylvania Gaming Control Board; TMG Consulting Analysis

Philadelphia Sun Airy X National Isle Bethlehem House Meadows Rivers Forge PA
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Pennsylvania GGR by Facility (March 2013 - February 2014)
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Source: Pennsylvania Gaming Control Board; TMG Consulting Analysis

12-month Average Positions by Facility

Not surprisingly, the two facilities with the highest gross gaming revenues also featured the most gaming
positions. Parx Casino featured, on average, 4,352 gaming positions during this time while the Sands
Casino Resort Bethlehem featured 4,124 positions on average during this period.

Pennsylvania Gaming Positions per Facility (March 2013 - February 2014)

Casino Harrah's Mohegan  Mount Parx Penn Presque Sands Sugar The The Valley Total PA
Philadelphia Sun Airy National Isle Bethlehem House Meadows Rivers Forge

March

2013 -

Feb 3,527 2,836 2,336 | 4,352 2,870 1,988 4,124 1,949 3,785 3,631 900 32,803

2014

Source: Pennsylvania Gaming Control Board; TMG Consulting Analysis

12-month Average Win per Position by Facility

The SugarHouse Casino had the highest yielding gaming positions in the state of Pennsylvania. On
average, each gaming position generated $368 of gaming revenue per day.
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Pennsylvania Win per Position by Facility (March 2013 - February 2014)
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Source: Pennsylvania Gaming Control Board; TMG Consulting analysis

Connecticut

The state of Connecticut currently has two Native American operated gaming facilities. Both facilities
offer table games and slot machines and are among the largest gaming facilities in the United States.
Despite generating nearly 1.75 billion dollars in gross gaming revenue in 2013 between these two
facilities, Connecticut’s gaming industry is in a steady decline. In 2008, the two facilities generated over
$2.2 billion in gaming revenue, each subsequent year revenue has declined. The decline in revenue can
be explained by the economic downturn of 2008 and increased competition from facilities in surrounding
states.

In the analysis that follows, slot revenues were obtained through the Connecticut State Division of Special
Revenue. Table games revenue for Mohegan Sun is made public each year through an SEC filing (Form
10-K). Table games revenue for Foxwoods is estimated by applying the same share of table games revenue
to overall revenue that is seen at the Mohegan Sun facility.

NATIVE AMERICAN GAMING FACILITIES

The following table contains position counts and amenities for both Native American gaming facilities in
the state of Connecticut.
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Native American Gaming Facilities

Casino Gaming Machines Table Games Amenities
Foxwoods 5820 300 33 food and beyerage outlets, spa, shopping
center, entertainment venues, golf course
Mohegan Sun 5477 285 24 food and beverage outlets, spa, entertainment
venue, golf course

Source: Connecticut State Division of Special Revenue, Mohegan Sun SEC Filings, TMG Consulting Estimates

HISTORIC GAMING PERFORMANCE

Foxwoods Resort Casino and Mohegan Sun have long anchored Connecticut as one of the premier gaming
destinations of the Eastern United States. In recent years, however, these two facilities have seen their
share of gaming revenue decline as surrounding states have begun to increase gaming supply. Despite
falling revenues, these two facilities have managed to maintain relatively steady Win per Position rates
by adjusting their gaming supply to accommodate for fewer patrons.

Most Recent 12-month Period

During the most recent 12-month period (March 2013 - February 2014) two gaming facilities were open
in Connecticut. Below is an analysis of their performance during this time.

12-month Statewide Gaming Performance

The following table showcases the overall performance of Connecticut’s two gaming facilities from March
2013 to February 2014.

Connecticut 12-month Statewide Gaming Performance (March 2013 - February 2014)

Gaming Revenue Win per

Positions

(in billions) Position
March 2013 - February 2014 $1.73 BN 15,806 $300

Source: Connecticut State Division of Special Revenue; Mohegan Sun SEC Filings, TMG Consulting Estimates

12-month Gaming Revenue by Facility

Both gaming facilities in Connecticut performed very well in terms of gross gaming revenue in the most
recent 12-month period. Mohegan Sun generated roughly $925 million of GGR during this time period.

Connecticut GGR by Facility (March 2013 - February 2014)

Casino Foxwoods Mohegan Sun

March 2013 - Feb 2014 $802,595,885 $925,946,007 $1,728,541,892
Source: Connecticut State Division of Special Revenue, Mohegan Sun SEC Filings, TMG Consulting Estimates
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Connecticut GGR by Facility (March 2013 - February 2014)
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Source: Connecticut State Division of Special Revenue, Mohegan
Sun SEC Filings, TMG Consulting Estimates

New Jersey

New Jersey’s casino offerings are limited to Atlantic City by state law. Atlantic City was the second
grossing gaming destination in the United States in 2012.° There are currently eleven large resort casinos
operating in the area, each offering an array of attractions such as luxury hotels, retail shops, fine dining,
convention centers, concert venues, and additional resort-style amenities. There have been several large
casino transactions in current years, the most recent being the purchasing of the closed Atlantic Club
casino by Florida-based TMJ Properties in May 2014.3" The Atlantic Club casino formally filed for
bankruptcy in November, 2013 and officially closed its doors in January, 2014.%2

COMMERCIAL GAMING FACILITIES
Below is a table of all current gaming facilities, positions and amenities in the state of New Jersey.

50 American Gaming Association. “2013 State of the States. The AGA Survey of Casino Entertainment.” American Gaming
Association. 2013.

51 Parry, Wayne. “Florida firm buys former Atlantic Club Casino” Miami Herald. May, 2014. Web.
http://www.miamiherald.com/2014/05/29/4146091/florida-firm-buys-former-atlantic.html

52 Parry, Wayne. “Atlantic Club casino shuts its doors” Associated Press. January, 2014. Web.
http://www.philly.com/philly/business/20140114_Atlantic_Club_casino_shuts_its_doors.html?c=r
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New Jersey Commercial Gaming Facilities

Gaming Table

Casino . Amenities
Machines Games

Bally's 1,940 167 11 food and beverage outlets, spa, 7 retail shops, 1,700-room hotel
Borgata 3,144 274 13 restaurants, 2 entertainment venues, spa retail shops, 2,000-room hotel
Caesar's 1,941 145 14 food and beverage outlets, convention space, 4-tower hotel
Golden Nugget 1,310 99 11 food and beverage outlets, spa, retail shops, 2 entertainment venues, 728-room hotel
Harrah's 2,317 178 12 food and beverage outlets, spa, retail shops, entertainment venue, 2,500-room hotel
Resorts Casino 1,714 73 11 food and beverage outlets, spa, entertainment venue, 940-room hotel
Revel Casino 2,213 110 13 food and beverage outlets, spa, meeting space, 2 entertainment venues, 1,800-room hotel
Showboat 2,189 113 11 food and beverage outlets, retail shops, House of Blues venue, 1,300-room hotel
Tropicana 2,566 135 26 food and beverage outlets, 3 entertainment venues, retail shops, IMAX theater, 2,079-room hotel
Trump Plaza 1,600 58 13 food and beverage outlets, retail shops, entertainment venue, 900-room hotel
Trump Taj Mahal 2,523 180 20 food and beverage outlets, spa, entertainment venues, retail shops, 2,010-room hotel

Source: State of New Jersey Division of Gaming Enforcement, Individual Facility Websites; TMG Consulting Analysis

HISTORICAL GAMING PERFORMANCE

Because all of New Jersey’s gaming facilities are concentrated in Atlantic City, we, for the sake of
analysis, will not examine each facility’s individual performance. Rather, we will look at the Atlantic
City market overall as one key actor in the region’s competitive gaming marketplace. Atlantic City has
long been the premier gaming destination of the East Coast, with its critical mass of resort casinos, this
destination city has been able to attract strong numbers of out-of-state gaming patrons. In recent years,
however, as the gaming industry in the region has added new facilities, the Atlantic City market has
struggled to retain the same volume of gaming patrons as it once did. This decline in patrons has led to
declining gaming revenues.

Most Recent 12-month period

At the beginning of the most recent 12-month period (March 2013) there were 12 resort casinos open and
operational in the state of New Jersey, by the end of this period (February 2014) only eleven remained.
The Atlantic Club Casino closed its doors in January of 2014.

12-month Statewide Gaming Performance

From March 2013 to February 2014, the state of New Jersey generated $2.81 billion in gross gaming

revenue, offered 35,207 gaming positions on average, with each position averaging a daily win of $219.
New lJersey Statewide Gaming Performance (March 2013 - February 2014)

Gaming Revenue Win per

Positions

(in billions) Position
March 2013-February 2014 $2.81 BN 35,207 $219

Source: New Jersey Casino Control Board; TMG Consulting Analysis
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Massachusetts

There currently are no existing gaming facilities in the state of Massachusetts. However, in late November
2011, Massachusetts adopted legislation authorizing three Category 1 casino licenses and one Category 2
slot-only license in regionally diverse locations of the state.

PLANNED AND POTENTIAL FACILITIES

There are three Category 1 casino licenses available in the state of Massachusetts. The Massachusetts
Gaming Commission has designated three zones as eligible for these casinos, allowing one casino per
region. In June 2014, the first of the three Category 1 casino licenses was issued to MGM Springfield,
which will be built in Western Massachusetts (Region B). The remaining regions, Eastern Massachusetts
(Region A) and Southeastern Massachusetts (Region C) will have their Category 1 gaming licenses awarded
in September 2014, and February 2015 respectively. The lone Category 2 slot-only license was awarded
to Penn National Gaming on February 28, 2014.53

53 Massachusetts Gaming Commission. Web. < http://massgaming.com/licensing-regulations/timeline/>
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TOURISM

The following section provides insight into the size and makeup of the tourist population in the area
surrounding the proposed Lago Resort and Casino.

The State of New York has more than 200 million domestic visitors each year. According to the New York
State Data Center 2013 projections, New York City and Long Island are the two most popular tourist
destinations in the state, and the Finger Lakes Region is the third most visited region with a projected
20.4 million visitors in 2013.

New York State Domestic Visitation

Region 2013 (Projected) 2012 2011
New York City 55,080,000 53,136,000 51,165,000
Long Island 28,560,000 27,552,000 26,530,000
Finger Lakes 20,400,000 19,680,000 18,950,000
Hudson Valley 18,360,000 17,712,000 17,055,000
Greater Niagara 18,360,000 17,712,000 17,055,000
The Adirondacks 16,320,000 15,744,000 15,160,000
Capital-Saratoga 14,280,000 13,776,000 13,265,000
Central New York 10,200,000 9,840,000 9,475,000
The Catskills 10,200,000 9,840,000 9,475,000
Chautauqua-Allegheny 6,120,000 5,904,000 5,685,000
Thousand Islands - Seaway 6,120,000 5,904,000 5,685,000
Domestic Visitation total 204,000,000 196,800,000 189,500,000

Source: NY State Data Center, Department of Labor

According to the Longwoods Travel USA market survey completed in 2011, approximately 11% of overnight
visitors to the State of New York visit a casino.
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Activities and Experiences of Overnight Visitors to the State of New York
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Source: Longwoods New York State Visitor Profile, 2011

New York’s Finger Lakes Region

New York’s Finger Lakes region takes its name from 11 freshwater lakes located between Lake Ontario
in the north and the Pennsylvania border to the south. The Finger Lakes region is composed of 14 diverse
counties: Cayuga, Chemung, Cortland, Livingston, Monroe, Onondaga, Ontario, Schuyler, Seneca,
Steuben, Tioga, Tompkins, Ithaca, Wayne, and Yates Counties. Three major cities are located within the
Finger Lakes Region: Rochester, Syracuse and the Corning/Elmira area, conveniently located midway
between New York City and Niagara Falls.>

Based on a survey of overnight visitors to the Finger Lakes Region, approximately 51% of visitors are from
New York State®.

54 “New York Finger Lakes Wine Country.” New York Visitors Network. 16 May 2014. np. nd. Web.
55 “New York State 2011 Visitor Report.” Longwoods International, Longwoods Travel USA. PowerPoint.
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State of Origin of Overnight Visitors to the Finger Lakes Region
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Source: Longwoods Travel USA Visitor Profile 2011
According to a 2010 marketing study of the Finger Lakes Region, the majority of traveler spending occurs

in Monroe and Onodaga County. Seneca County, where the proposed casino will be located, accounts for
approximately 1.6% of total spending in the region.

56 "The Economic Impact of Tourism in New York: 2010 Calendar Year, Finger Lakes Focus." Tourism Economics. Web. PDF.;
TMG Consulting Analysis
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Finger Lakes Tourism Impact, 2010

Traveler % of

Counties Spending Regional

'000 Tourism

Monroe $908,815 35.50%
Onondaga $723,628 28.20%
Ontario $180,416 7.00%
Tompkins $157,230 6.10%
Steuben $118,614 4.60%
Chemung $98,184 3.80%
Cayuga $83,584 3.30%
Cortland $60,339 2.40%
Yates $57,672 2.30%
Seneca $42,015 1.60%
Livingston $37,961 1.50%
Tioga $34,422 1.30%
Wayne $31,575 1.20%
Schuyler $27,329 1.10%
FINGER LAKES REGIONAL TOTAL $2,561,784 | 100.00%

Source: "The Economic Impact of Tourism in New York: 2010
Calendar Year, Finger Lakes Focus." Tourism Economics. Web. PDF.;
TMG Consulting Analysis

New York’s Finger Lakes Region offers wine, beer, and cheese trails, local dining, overnight
accommodations, water sports and water parks, 26 state parks, and outdoor recreation options, such as
golf, hiking and biking, horseback riding, cross country skiing, snowshoeing, and snowmobiling. Visitors
may also enjoy shopping, museums, art galleries, registered historic sites & landmarks, and local theatre
agritourism attractions such as farmers markets, stands, and you-pick it farms.

WINE TRAILS

The Finger Lakes Region yields over 100 wineries with three distinct wine trails. The Seneca Lake Wine
Trial features 41 wineries and distilleries, the Cayuga Lake Wine Trail yields 17 distinct wineries and the
Keuka Lake Wine Trail offers seven wineries. The wineries of the Finger Lakes Region feature amenities
such as wine tours, boat access to the lakes, the ability to host weddings and special events, pet-friendly
spaces, restaurants, picnicking, and over-night accommodations.5’

57 “Finger Lakes Official Wine Trails.” | Heart NY: The Finger Lakes. 16 May 2014. 2007. Official Finger Lakes Area, Independent
Directory. Web.
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WATERLOO PREMIUM OUTLETS

Waterloo Premium Outlets features 100 retailers is approximately 4.5 miles from the proposed Lago
Resort and Casino. According to the Outlet’s owner, Waterloo Premium Outlet generates 3.5 million
visitors a year and approximately 2 million of these visitors are from Canada. This is because Waterloo is
the closest outlet mall for these visiting Canadians.

Waterloo Premium Outlets Visitors

Visitor Origins Number of Visitors

In-State Visitors 1,500,000
Canadian Visitors 2,000,000
Total Annual Visitors 3,500,000

Source: Wilmorite Management Group
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LOCAL AREA GAMING ASSESSMENT

This section of the report details TMG Consulting’s projections of locally generated gaming revenues for
the proposed Lago Resort and Casino in the Town of Tyre in Seneca County, New York. Our models take
into account existing competition and revenue patterns, as well as anticipated additions to the
competitive supply. A measure of growth in gaming behavior in the area was also estimated, as new
supply typically creates new demand.

The method of analysis used was gravity modeling, double-checked by a simple fair share analysis.
Gravity model results provide visitation and revenue projections for those casino visitors who live within
the market area of the casino. Visitation and revenue projections for those casino visitors who live
outside the market area are calculated separately (see Incremental Revenue). Furthermore, this section
of the report will describe the average-case projection for local area gaming. In addition to the average-
case scenario, TMG Consulting made projections for a low-case scenario and a high-case scenario. Details
of these projections, as well as comparison of all three scenarios to each other is included in a separate
section of the report (see Gaming Market Projections by Scenario).
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Population of Market Areas

Total Population Gamer Population
submarket 2013 2018 (ATECEL 2013 2018 Average
Estimate Projection apal Estimate Projection Annual Growth
Growth

01 Finger Lakes Lago 170,204 170,826 0.1% 131,661 133,051 0.2%
02 Lago 30 min 99.134 98,976 0.0% 77.406 77812 0.1%
03 Rochester 762,745 771,123 0.2% 589,679 600,705 0.4%
04 Finger Lakes 60 min 77,603 77,559 0.0% 61,921 62,263 0.1%
05 Lago 60 min 65,563 66,862 0.4% 50,840 52,227 0.5%
06 Syracuse 498,128 500,873 0.1% 384,301 389,081 0.2%
07 Buffalo Rochester 122,084 122,595 0.1% 96,083 97.065 0.2%
08 Turning Stone 30 min 338,824 337,956 -0.1% 263,640 264,749 0.1%
09 Turning Stone 60 min 82,244 82,169 0.0% 64,058 64,410 0.1%
10 Lago 120 min N 141,919 145,537 0.5% 109,392 112,998 0.7%
11 Lago 120 min SE 355,856 358,377 0.1% 285,569 289,240 0.3%
12 Lago 120 min SW 83,107 83,306 0.0% 64,222 64,812 0.2%
13 Buffalo Niagara 1,156,970 1,159,888 0.1% 908,695 918,046 0.2%
14 Tioga 158,384 156,614 -0.2% 124,680 124,101 -0.1%
15 Outer W 81,736 82,458 0.2% 63,165 64,263 0.3%
16 Tioga PA 54,760 55,178 0.2% 42,692 43,369 0.3%
17 Outer PA 47,924 49,252 0.5% 38,097 39,455 0.7%
18 Outer E 87,308 86,466 -0.2% 68,128 67,985 0.0%

TOTAL 4,384,493 4,406,015 0.1% 3,424,249 3,465,632 0.2%

Source: AnySite Maplinfo; TMG Consulting

Market Area Average Annual Household Incomes

Submarket 2013 Estimate 2018 Projection Average Annual Growth

01 Finger Lakes Lago $64,389 $69,236 1.46%
02 Lago 30 min $60,031 $64,505 1.45%
03 Rochester $67,972 $74,326 1.80%
04 Finger Lakes 60 min $61,183 $66,432 1.66%
05 Lago 60 min $64,552 $70,378 1.74%
06 Syracuse $64,853 $70,736 1.75%
07 Buffalo Rochester $61,435 $66,462 1.59%
08 Turning Stone 30 min $63,013 $68,730 1.75%
09 Turning Stone 60 min $57,520 $62,934 1.82%
10 Lago 120 min N $59,063 $64,659 1.83%
11 Lago 120 min SE $60,281 $66,327 1.93%
12 Lago 120 min SW $53,767 $59,175 1.94%
13 Buffalo Niagara $63,707 $70,024 1.91%
14 Tioga $61,939 $67,008 1.59%
15 Outer W $55,863 $61,107 1.81%
16 Tioga PA $55,645 $60,642 1.73%
17 Outer PA $53,268 $58,733 1.97%
18 Outer E $58,728 $63,834 1.68%

Weighted Average $63,117 $68,993 1.80%

Source: AnySite Mapinfo; TMG Consulting
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These submarkets are more fully described in the section to follow:

FINGER LAKES LAGO

The Finger Lakes Lago submarket encompasses the geographical area directly to the West of the planned
Lago Resort and Casino. This submarket is one of the two primary market areas for the proposed facility.
This submarket is roughly bounded to the West by the 30-minute drive time ring from the proposed Lago
Resort and Casino. The Finger Lakes Gaming and Race Track Facility is located in this submarket.

LAGO 30 MIN

The Lago 30 minute submarket encompasses the area directly to the East of the planned Lago Resort and
Casino. This submarket is roughly bounded to the East by the 30-minute drive time ring from the proposed
Lago Resort and Casino. The Lakeside Entertainment gaming facility is located in this submarket.

ROCHESTER

The Rochester submarket lies to the East of the proposed Lago Resort and Casino. The 60 minute drive
time ring from the Lago Resort and Casino runs through this submarket. Additionally, the city of Rochester
is located in this submarket.

FINGER LAKES 60 MIN

The Finger Lakes 60 min submarket encompasses the approximate 60-minute drive time ring from the
Finger Lakes Gaming and Race Track facility. There are no existing gaming facilities within this
submarket.

LAGO 60 MIN

The Lago 60 min submarket lies directly south of the proposed Lago Resort and Casino and encompasses
the approximate 60 minute drive time ring from Lago Resort and Casino. There are no existing gaming
facilities with this submarket.

SYRACUSE

The Syracuse submarket lies directly to the East of the Lago 30 min submarket and encompasses the area
within the 60 minute drive time ring for the proposed Lago Resort and Casino. There are no existing
gaming facilities within this submarket.

BUFFALO ROCHESTER

The Buffalo Rochester submarket lies between the cities of Buffalo and Rochester and is just outside the
60 minute drive time ring to the proposed Lago Resort and Casino. The Batavia Downs Race Track and
Gaming Facility is located within this submarket.
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TURNING STONE 30 MIN

The Turning Stone 30 min submarket encompasses the 30-minute drive time ring from the Turning Stone
Casino in Verona. This submarket is just beyond the Eastern 60-minute drive time ring from the proposed
Lago Resort and Casino. The Turning Stone Casino and the Vernon Downs casino are both located in this
submarket.

TURNING STONE 60 MIN

The Turning Stone 60 min submarket encompasses the approximate 60-minute drive time ring from the
Turning Stone Casino facility. This submarket lies beyond the 120-minute drive time ring from the
proposed Lago Resort and Casino. There are no existing gaming facilities located in this region.

LAGO 120 MIN N

The Lago 120 min N submarket is located in the northeastern region of the identified market area. This
submarket lies beyond the 60-minute drive time ring of the proposed Lago Resort and Casino but inside
the 120-minute drive time ring. There are no existing gaming facilities in this submarket.

LAGO 120 MIN SE

The Lago 120 min SE submarket is located to the southeast of the proposed Lago Resort and Casino and
is beyond the 60-minute drive time ring but inside the 120-minute drive time ring from this proposed
facility. There are no existing gaming facilities in this submarket.

LAGO 120 MIN SW

The Lago 120 min SW submarket is located to the southwest of the proposed Lago Resort and Casino and
is beyond the 60-minute drive time ring but inside the 120-minute drive time ring from this proposed
facility. There are no existing gaming facilities in this submarket.

BUFFALO NIAGARA

The Buffalo Niagara submarket is the western most submarket, encompassing both the cities of Niagara
and Buffalo. The Seneca Niagara Casino, the Seneca Buffalo Creek Casino and the Hamburg Casino at the
Fairgrounds are located in this submarket.

TIOGA

The Tioga submarket is located on the New York side of the New York-Pennsylvania border. This
submarket lies within the 120-minute drive time ring from the proposed Lago Resort and Casino. The
Tioga Downs Casino is located in this submarket.
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OUTER W

The Outer W submarket is located on the New York side of the New York-Pennsylvania border. This
submarket lies beyond the 120-minute drive time ring from the proposed Lago Resort and Casino. The
Seneca Allegany Casino is located just outside of the southern boundary of this submarket.

TIOGA PA

The Tioga PA submarket is located on the Pennsylvania side of the New York-Pennsylvania border. This
submarket lies beyond the 120-minute drive time ring from the proposed Lago Resort and Casino. There
are no existing gaming facilities in this submarket.

OUTER PA

The Outer W submarket is located on the Pennsylvania side of the New York-Pennsylvania border. This
submarket lies beyond the 120-minute drive time ring from the proposed Lago Resort and Casino. There
are no existing gaming facilities in this submarket.

OUTERE

The Outer E submarket is located beyond the 120-minute drive time ring from the proposed Lago Resort
and Casino. There are no existing gaming facilities in this submarket.

Gravity Model Calibration: 2013/2014

TMG’s Base gravity model was calibrated to the 12-month period ranging from March 2013 to February
2014, the most recent 12-month period of gaming data available. Propensity and frequency factors were
determined based on primary®® and third party research and data, and were adjusted based on TMG
Consulting’s site visits and experience in the gaming industry on the East Coast and throughout the United
States.

The following table details the calibration of our 2013/2014 gravity model, including the estimated
average propensity, frequency, and win per visit for each market area.

58 Gaming Market Advisors. Qualitative Research of Area Gamers, Lago Resort and Casino. May 2014.
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Gravity Model Gaming Characteristics:
2013" Base Cadlibration

. Average
Submarket Propensity Frequency Win/Visit
01 Finger Lakes Lago 38% 15.0 $73
02 Lago 30 min 37% 13.0 $68
03 Rochester 39% 15.0 $77
04 Finger Lakes 60 min 35% 13.0 $69
05 Lago 60 min 33% 115 $73
06 Syracuse 33% 115 $73
07 Buffalo Rochester 39% 15.0 $69
08 Turning Stone 30 min 40% 16.5 $71
09 Turning Stone 60 min 40% 16.5 $65
10 Lago 120 min N 35% 125 $67
11 Lago 120 min SE 35% 125 $68
12 Lago 120 min SW 35% 125 $61
13 Buffalo Niagara 40% 16.5 $72
14 Tioga 36% 145 $70
15 Outer W 36% 14.0 $63
16 Tioga PA 36% 14.0 $63
17 Outer PA 35% 135 $60
18 Quter E 33% 115 $66

Source: TMG Consulting
Note: Base model calibrated to gaming revenues compiled for the most recent 12-
month period available at time of compilation—March 2013 through February 2014.

By calibrating the model to revenue patterns that we know to be historically true, we were then able to
more accurately develop a model to incorporate future population growth and the introduction of new
competition to the market area.
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Traffic

A Traffic Intercept Model was created to analyze the number of potential gamers that could be brought
into the casino from area roadway traffic. Near the site, at [-90 and I-414, the most recent available data
shows that nearly 12 million vehicles pass on 1-90 annually.
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Average Annual Daily Traffic, NY Thruway at 1-414

Year A.A.D.T. Annual Count
2008 32,540 11,877,100
2009 32,636 11,912,140
2010 33,053 12,064,345
2011 32,504 11,863,960
2012 32,874 11,999,010

Source: New York State Department of Transportation Highway Data
Services Bureau; TMG Consulting analysis

Based on the average annual daily traffic (ADDT) data provided by the New York State Department of
Transportation Highway Data Services Bureau, TMG isolated the two traffic populations: commuter traffic

and through traffic. Focusing only on the through traffic, which makes up an estimated 20% of the total
traffic, TMG applied a conservative industry standard ﬁ resulting in a total of

approximately 12,000 vehicles captured at the casino annually.
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FAIR SHARE MODEL

Because of the complexity of the New York gaming market, and as a check on the gravity model, TMG
also constructed a “fair share” model. Fair share models are simple models that demonstrate the relative
competitiveness of one gaming facility versus another. The inputs for this model are the annual gaming
revenue data (actual or estimated) for each facility and the number of gaming positions featured at
each. The total gaming revenue in the regional market is then divided by the total number of gaming
positions in order to yield an average win per position market-wide. This average is then compared to
the actual win per position achieved by each property, resulting in a calculation of each facility’s
premium or discount to fair share. For instance, in a market with an average win per position of $175, a
casino operating at $175 would have an effective premium of 1.0, while one operating at $150 would
have a premium/discount factor of less than 1.0, and a facility operating at $200 would indicate a
premium of greater than 1.0. Fair share analyses seek only to demonstrate the relative potential of one
facility versus another based on gaming supply in a finite market. Fair share models are location-neutral,
and do not consider property attractiveness, ease of visitor access, and other factors considered in more
complex models.

Calibration to March 2013 - February 2014 Period

In calibrating the fair share model to existing market conditions during the twelve-month period of March
2013-February 2014%°, TMG Consulting utilized historical gaming industry data provided by the New York
State Gaming Commission, various news articles, and websites such as CasinoCity.com. Because Native
American revenue information is not publicly available, TMG performed an analysis (see Competitive
Gaming Market) to generate estimates of the historical revenue for tribal gaming facilities.

59 The most recent 12-month period of gaming market data available at time of compilation.
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Fair Share Comparison: Regional Gaming Market (March 2013 - February 2014)

Historical
Gaming Positions Effective
eTs1113% Revenue (Slots, Win/Position Fair Share Premium
(March 2013- Tables) Earned
Feb. 2014
Batavia Downs $53.3 M 788 $185 $66.4 M 0.80
Finger Lakes Gaming & Racetrack $131.6 M 1,549 $233 $130.5 M 1.01
Hamburg Casino at Fairgrounds $74.3 M 940 $217 $79.2 M 0.94
Tioga Downs Casino $58.6 M 802 $200 $67.5 M 0.87
Vernon Downs Casino $43.5M 767 $155 $64.6 M 0.67
Lakeside Entertainment Union Springs $3.1M 86 $100 $7.2M 0.43
Lakeside Entertainment Seneca Falls $1.1M 30 $100 $25M 0.43
Seneca Allegany, Buffalo, and Niagara $720. M 7,868 $250 $662.6 M 1.09
Seneca Gaming & Entertainment, Irving $18.4 M 500 $101 $42.1 M 0.44
Seneca Gaming & Entertainment, Salamanca $125M 340 $101 $28.6 M 0.44
Turning Stone $276. M 2,864 $264 $241.2 M 1.14
TOTAL REGIONAL MARKET $1,392.4 M 16,534 $231 $1,3924 M 1.00

Source: New York State Gaming Commission; 500 Nations; Casino City; TMG Consulting
Notes: 12-month gaming revenue for Batavia Downs and Finger Lakes annualized to account for a partial year of operations with expanded
gaming floors. Gaming revenue for Native American casinos are not publically available and were estimated by TMG Consulting based on
information in the news and filings with the Securities and Exchange Commission (SEC).
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GAMING REVENUE IMPACTS

When new casinos are proposed in markets containing existing gaming facilities, the potential impacts
to those facilities currently operating are often a concern. The degree to which a new facility can impact
the revenues generated by other facilities depends on a host of factors. These factors include, but are
not limited to, the new facility’s ability to tap underserved and untapped markets, existing market
saturation levels, and property positioning.

In a market saturated with low-investment slot parlors, an additional slot parlor does not stand much of
a chance to enhance gaming in the market and would likely have a very adverse effect on the existing
supply. If, however, a large-investment resort casino were to enter this market, we would expect it to
have a very different effect on the existing facilities. A resort casino would bring new amenities and
gaming product, and would, thus, not only attract existing market patrons to its facility, but it would
attract new visitor segments and local market visitors.

Projected Impacts to New York Gaming Facilities

Lago Resort and Casino is expected to join a market with several existing gaming facilities of various
levels of investment and offerings. Within an approximate 30-minute drive from Lago are a racetrack
casino which is only permitted to offer video lottery terminals (VLTs) and two very small electronic bingo
machine facilities. Further away from the proposed Lago facility (60-180 minutes away) are several
Seneca casinos and gaming facilities, four (VLT-only) racetrack casinos, and Turning Stone Resort Casino.
There are several other gaming facilities in New York, Pennsylvania, and other areas outside of the state
competing for gaming visits.
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62 The most recent 12-month period of gaming data available at time of compilation, March 2013 — February 2014.
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Lago Resort and Casino Gaming Revenue Impact Analy
2013/2014
Gross
Gaming
Revenve
(Adjusted
to 2017$)

eT1113%

Batavia Downs® $58.3 M
Finger Lakes Gaming & Racetfrack $144.1 M
Tioga Downs Casino $64.2 M
Seneca Casinos (Niagara, Buffalo Creek, Allegany) $788.6 M
Turning Stone Resort Casino $302.3 M
Other Native American & Regulated New York Facilities $1,988.7 M
Total NY Facilities $3,346.2 M

Source: TMG Consulting
Note: Batavia Downs expanded its gaming supply in late 2013. For modeling purposes, we utilized an annualization Batavia Down's
gaming revenues during the portion of the 12-month period it operated with expanded supply.

While Lago Resort and Casino is expected to generate a significant portion of its total gaming
revenues from New York gaming facilities, it is only expected to have a 4% impact on gaming
revenues statewide. Finger Lakes, the closest facility to Lago excluding the two Lakeside Entertainment
electronic bingo halls, stands to be impacted the most—an impact of 21%. Batavia Downs and Tioga Downs
are expected to be impacted by 10% and 7%, respectively. The Seneca casinos in Niagara, Buffalo, and
Allegany are projected to be impacted at combined rate of 5% and Turning Stone is expected to be
impacted by 10%. The remainder of gaming facilities in New York are expected to be impacted by only
1%.

Revenue Impacts: Comparative Case Analyses

TMG Consulting analyzed two separate cases of potential revenue impacts to existing casinos in markets
currently served by gaming facilities. Our first case examines the impact SugarHouse Casino had on the
Philadelphia-area market. This case exemplifies that markets already served by gaming facilities are not
necessarily saturated in gaming product, and may in fact be underserved. Our second case examines the
Atlantic City market; specifically the impacts that the Borgata and Revel properties have had in their
market. This case demonstrates that not all casinos are equal, and that revenue impacts to existing
facilities are largely dependent on the programming and management of new facilities joining the
market.
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EFFECT OF SUGARHOUSE ON PARX AND HARRAH’S PHILADELPHIA

The capacity of the Philadelphia market®® for new gaming product was tested in September 2010 when
the SugarHouse Casino opened. Two established racinos (Parx and Harrah’s Philadelphia), each
approximately a 25-minute drive-time from SugarHouse Casino, had the Philadelphia gaming market to
themselves for over three years. While initially, there may have been some concern that the Philadelphia
market was fully served by the two racinos, growth in Philadelphia-area gaming revenue showed
otherwise.

The chart below consolidates the gaming revenue of the three gaming facilities serving the Philadelphia
market—Parx, Harrah’s Philadelphia, and SugarHouse. Despite a third facility joining the market in 2010,
gaming revenue for the region grew by approximately $274 million in 2011. A significant portion of the
additional gaming revenue the Philadelphia market generated in 2011 seems to have been repatriated
from Atlantic City, which lost approximately $256 million in gaming revenue that year.

Annual Win for Philadelphia Market
(includes Parx, Harrah's Philadelphia, and SugarHouse Casino)

$1.2

$1.0

$0.8

Billions

$0.6

$0.4

$0.2

$0.0
2009 2010 2011 2012 2013

Source: Pennsylvania Gaming Control Board; TMG Consulting analysis
Notes: Table games infroduced to market in July 2010. SugarHouse Casino opened in September 2010.

63 Though Valley Forge Casino technically operates in the Greater Philadelphia area, it is excluded from this analysis on
the basis that it is a Category 3 resort casino and a much smaller-scaled operation than the other facilities operating in
the Philadelphia market.
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As shown in the following chart, SugarHouse did not gain a foothold in the market at the expense of Parx
and Harrah’s Philadelphia. In 2011, SugarHouse’s first full year of operations, gaming revenue at both
Parx and Harrah’s increased over the prior year. Despite SugarHouse’s 12% growth in gaming revenue in
2012, the other two facilities generated approximately the same gaming revenue as they did in the
previous year. In 2013, all three facilities suffered some degree of revenue loss. After approximately four
years of SugarHouse operating in the Philadelphia market, each Philadelphia casino continues to operate
successfully.

Annual Gross Gaming Revenue for Philadelphia Market by Facility
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m Harrah's Philly mParx mSugarHouse

Source: Pennsylvania Gaming Control Board; TMG Consulting analysis
Notes: Table games introduced to market in July 2010. SugarHouse Casino opened in September 2010.
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A TALE OF TWO CASINOS: THE BORGATA AND REVEL

Atlantic City is home to several resort casinos. Its newest two casinos are the Borgata Casino Hotel & Spa
and Revel. Both casinos opened in a similar environment— a crowded resort casino market with eleven
established local competitors. Both casinos set out to capture affluent patrons with the allure of upscale
amenities and a focus on luxury. That is where the similarities between these two casinos end.

The Borgata is a success story. The casino opened in a market with eleven established local resort casinos
in mid-2003 and generated approximately $270 million in gaming revenue— contributing 6% of the 2003
gaming revenue in Atlantic City and operating only half of the year. Borgata and the Atlantic City market
enjoyed growth in annual gaming revenue during the first three years the facility was open. Borgata’s
portion of 2012 gaming revenue in Atlantic City was 20%--the highest among all the casinos in the market.
Despite focusing heavily on generating revenue from table games, Borgata has also been very successful
in generating revenue from slot machines. In 2012, the Borgata generated 23% of all table game revenue
in Atlantic City and 19% of all slot machine revenue.

Revel is still a very young casino, open for just over two years. The casino debuted in April 2012, also in
a local market with eleven established resort casino competitors. Revel’s first partial year of operations
was longer than Borgata’s first partial year of operations; however, Revel failed to make as big of a
splash during its debut. In 2012, Revel generated approximately $120 million in gaming revenue, which
represented 4% of all gaming revenue generated in Atlantic City for the year.

A comparison of the gross gaming revenues generated by the Borgata and Revel in 2013 yields the
following: Borgata increased its market share of gross gaming revenues to 22%, while Revel’s share
increased to only 5%. Despite speculation that Revel would be Borgata’s biggest competitor in Atlantic
City once it opened, Revel has yet to become a true threat to Atlantic City’s most successful casino. The
following table details the historical annual performance of Borgata and Revel, and compares them to
the rest of Atlantic City.

Borgata & Revel, Historical Win, 2003 through 2013

Casino 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013
Borgata Hotel Casino & Spa $.27 BN $.67 BN $.7 BN $.74 BN $.75 BN $.74 BN $.7 BN $.65 BN $.65 BN $.61 BN $.62 BN

Borgata Share of AC % 6% 14% 14% 14% 15% 16% 18% 18% 20% 20% 22%
Revel $.12 BN $.16 BN

Revel Share of AC % 4% 5%
Rest of Atlantic City $4.22 BN $4.18 BN $4.31 BN $4.48 BN $4.18 BN $3.84 BN | $3.22BN | $2.93BN | $2.67 BN | $2.32 BN | $2.09 BN

Rest of Atlantic City Share % 94% 86% 86% 86% 85% 84% 82% 82% 80% 76% 73%
Atlantic City Total S$S4.48BN | S4.85BN | $5.02BN | $5.22BN | $4.93BN | $4.58 BN | $3.92BN | $3.57 BN | $3.32BN | $3.05 BN | $2.86 BN

Note: Borgata Hotel Casino & Spa opened June 2003, Revel opened April 2012.
Source: New Jersey Casino Control Board; TMG Consulting Analysis

When comparing the win per position of Borgata and Revel to the rest of Atlantic City, it is clear that
Borgata has always been a better than average casino in the market; while Revel, thus far, is struggling.
Borgata’s win per position the year it opened (2003) was $278. While its win per position declined with
the recession and in recent years from expansions in regional gaming, the Borgata has maintained a much
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greater win per position than its peers in Atlantic City. Revel, for the period it was open in 2012, operated
with an abysmal win per position of $123. Revel’s second year of operation was not much better; its win

per position rose only to $133, well below the Atlantic City average. The following table presents average
win per position at Borgata, Revel, and the rest of Atlantic City.

Borgata & Revel, Historical Win per Position, 2003 through 2013

Casino 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013
Borgata Hotel Casino & Spa | $278 $400 | $420 | $408 $365 | $361 | $342 | $338 | $351 $341 $349
Revel $123 $133
Rest of Atlantic City $253 $251 | $257 $286 $285 | $269 | $246 | $239 | $232 $220 $207
Atlantic City Average $254 $265 $272 | $299 $295 $281 $259 | $253 | $248 $229 $220

Note: Borgata Hotel Casino & Spa opened June 2003, Revel opened April 2012.
Source: New Jersey Casino Control Board; TMG Consulting Analysis

Revel’s opening failure in Atlantic City seems to be due to two important factors—The casino did not
grow visits to the market and it failed to capture a significant portion of business from its self-identified
direct competitor—Borgata. The Borgata is owned and operated by Boyd Gaming (and formerly MGM)—a
long, established casino operator and developer. The Revel is a facility owned by financial institutions
and has no prior operator experience in the gaming industry.®* In such a competitive market, it is no
wonder the Revel had such dismal operations.

64 Darrow, Chuck. “Borgata bucks the odds, fends off Revel.” Philly.com October 2012. Web.
<http://www.philly.com/philly/blogs/casinotes/173698886.htmI>
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65 TMG Consulting’s analysis of growth in gaming revenues at New York racetrack casinos excluding racetrack casinos
operating in the New York City area from 2011-2013 was 1.31% after removing inflation. New York City racetrack casinos

were removed from this analysis because they operate in a market markedly different from Lago Resort and Casino’s
regional market area.
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DISCLAIMER

Consumer demand is particularly sensitive to downturns in the economy. Changes in consumer
preferences or discretionary consumer spending brought about by factors such as fears of war, future
acts of terrorism, general economic conditions, disposable consumer income, fears of recession and
changes in consumer confidence in the economy could reduce overall demand for goods and services in
the local economy. Our projections would thereby be adversely affected.

All projections will be affected by international, national and local economic conditions. A recession or
downturn in the general economy could adversely affect projections.

This report reflects analysis and opinion based on primary and secondary sources of information. TMG
has utilized sources that are deemed to be reliable but cannot guarantee their accuracy. Moreover,
estimates and analyses regarding the project are based on trends and assumptions and, therefore, there
will usually be differences between the estimated and actual results because events and circumstances
frequently do not occur as expected, and those differences may be material. TMG has no obligation,
unless subsequently engaged, to update this report or revise this analysis as presented due to events or
conditions occurring after the date of this study.

TMG makes no express or implied representation or warranty or guarantee as to the attainability of any
projected or estimated information referenced or set forth herein, or as to the accuracy or completeness
of the assumptions from which such projected or estimated information is derived. Any such projections
or estimations are necessarily subject to a high degree of uncertainty and may vary materially and
adversely from actual results.

Some of the statements in this report constitute forward-looking statements. These statements involve
risks, uncertainties and other factors that may cause you or your industry’s actual results, levels of
activity, performance or achievements to be materially different from any future results, levels of
activity, performance or achievements expressed or implied by these forward-looking statements. In
some cases, you can identify forward-looking statements by terminology such as “may,” “will,” “should,”
“would,” “could,” “believe,” “expect,” “anticipate,” “estimate,” “intend,” “plan,” “continue” or the
negative of these terms or other comparable terminology.

Although TMG believes that the expectations reflected in the forward-looking statements are reasonable,
TMG cannot guarantee future results, levels of activity, performance or achievements. If one or more of
the assumptions underlying our forward-looking statements proves incorrect, then actual results, levels
of activity, performance or achievements could differ significantly from those expressed in or implied by
the forward-looking statements contained herein. These forward-looking statements are subject to risks,
uncertainties, and assumptions about or the projections that are subject to change based on various
important factors, some of which are beyond our control. The factors identified above, among others,
could cause our projections to differ significantly from the goals, plans, objectives, intentions and
expectations expressed in our forward-looking statements. Therefore, TMG cautions you not to place
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undue reliance on our forward-looking statements. All forward-looking statements attributable to us are
expressly qualified by these cautionary statements.

The accompanying study is prepared for the information and use of our client, and may not be relied
upon by any third party for any purpose, including but not limited to financing of the project or investing
in the project.

While TMG Consulting endeavors to provide reliable estimates and projections, TMG accepts no liability
by any party acting in relation to estimates and projections provided herein.
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APPENDIX A: HISTORICAL REVENUE ANALYSIS

New York

STATEWIDE PERFORMANCE

The gaming industry in New York State has experienced dramatic growth over the past six years. Gaming
supply has risen sharply as facilities have expanded and a new casino, Resorts World, has entered the
market. This increase in supply has paved the way for stronger revenue gains throughout the State.

New York Gaming, GGR and Supply (Positions) 2008 thru 2013

2008 $.95 BN 12,961 $200

2009 $1.02 BN 12,785 $218 8% -1%

2010 $1.09 BN 12,464 $239 7% -3%

2011 $1.26 BN 13,276 $260 16% 7%

2012 $1.8 BN 17,166 $288 43% 29%

2013 $1.93 BN 17,666 $299 7% 3%
Average Annual Growth 2007 through 2012: 15% 6%

Source: New York State Gaming Commission; TMG Consulting Analysis

New York Monthly GGR, 2008 - 2013
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New York Annual GGR, 2008 - 2013
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INDIVIDUAL FACILITY PERFORMANCE

This section provides an analysis of the performance of New York commercial gaming facilities over the
past six years. Each of the nine commercial gaming facilities has experienced an upward trend in gross
gaming revenues during this time period.

New York Annual GGR by Facility, 2008 — 2013 (Dollars in Millions)

Batavia Downs $32.5 M $36.3 M $37.7M $39.8 M $45.1 M $46.5 M
Empire City $486.5 M $540.5 M $581.2 M $624.4 M $544.7 M $559.9 M
Fairgrounds $50.0 M $55.1 M $61.6 M $73.1M $81.2M $76.8 M
Finger Lakes $101.4 M $111.1 M $115.7 M $122.0 M $129.6 M $131.5M
Monticello $58.1 M $53.8 M $57.4 M $60.9 M $63.9M $62.8 M

Resorts World $89.9 M $672.6 M $785.1 M
Saratoga $134.4 M $136. M $139.7 M $150.4 M $159.8 M $159.6 M

Tioga Downs $47.2 M $49.4 M $53.0 M $57.0 M $61.7 M $59.6 M

Vernon Downs $37.3 M $37.1M $41.3 M $42.3 M $43.7M $43.7M
Total NY $947.3 M $1,019.3 M $1,087.7 M $1,259.8 M $1,802.2 M $1,925.6 M

Source: New York State Gaming Commission; TMG Consulting Analysis
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New York Gaming, GGR by Facility, 2008 - 2013
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Gaming supply varies quite dramatically among the nine commercial gaming facilities in New York.
Resorts World and Empire City command the largest share of positions by a significant margin with 5,004
and 5,327 respectively.

New York Gaming Supply (Positions) by Facility, 2008 - 2013

Casino 2008 2009 2010 2011 ‘ 2012 2013
Batavia Downs 596 604 605 607 635 666
Empire City 5,339 5,318 5,309 5,351 4,987 5,327
Fairgrounds 959 959 941 939 940 940
Finger Lakes 1,199 1,199 1,199 1,195 1,192 1,268
Monticello 1,587 1,401 1,093 1,110 1,110 1,110
Resorts World 2,919 4,954 5,004
Saratoga 1,770 1,770 1,775 1,782 1,780 1,782
Tioga Downs 751 771 782 800 802 802
Vernon Downs 761 761 761 764 767 767
Average NY 12,961 12,785 12,464 13,276 17,166 17,666
Source: New York State Gaming Commission; TMG Consulting Analysis
]
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Win per position varies dramatically by facility; the strongest performer in this metric is Resorts World
which had a $430 win per position in 2013. On a statewide scale, Win per Position has seen consistent

growth over the past six years.

Annual Win per Position by Facility, 2008 - 2013

Casino 2008 2009 2010 2011 2012 2013
Batavia Downs $149 $165 $171 $180 $195 $191
Empire City $250 $278 $300 $320 $299 $288
Fairgrounds $143 $157 $180 $213 $237 $224
Finger Lakes $114 $126 $141 $168 $187 $166
Monticello $100 $105 $144 $150 $158 $155
Resorts World $471 $372 $430
Saratoga $208 $211 $216 $231 $246 $245
Tioga Downs $172 $175 $186 $195 $211 $204
Vernon Downs $135 $134 $149 $152 $156 $156
Average NY $200 $218 $239 $260 $288 $299
Source: New York State Gaming Commission; TMG Consulting Analysis
New York Gaming Win per Position by Facility, 2008 - 2013
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IS
Pennsylvania

STATEWIDE PERFORMANCE

The first casinos opened in Pennsylvania in late 2006. Since then, the number of facilities has grown
along with gaming revenue. In 2008, with seven casinos open, Pennsylvania generated $1.62 billion in
gross gaming revenue (GGR), by 2013 this figure had risen to $3.11 billion.

Additionally, gaming supply in Pennsylvania has increased annually as additional facilities have been
added to the market. Furthermore, table games were introduced to the market in mid-2010, growing
gaming supply at existing facilities. Tracking closely with growth in annual win, the number of positions
has increased from 15,756 to 32,734 in 2013.

As the Pennsylvania market has grown, the win per position has ranged from a high of $281 in 2008 to a
low of $246 in 2010. As of the most recently completed calendar year, 2013, the win per position stood
at $261. The following table and charts detail Pennsylvania’s historical performance.

Pennsylvania Gaming, GGR and Supply (Positions) 2008 thru 2013

2008 $1.62 BN 15,756 $281

2009 $1.96 BN 21,457 $251 22% 36%

2010 $2.49 BN 27,690 $246 27% 29%

2011 $3.03 BN 31,910 $260 22% 15%

2012 $3.16 BN 32,647 $265 4% 2%

2013 $3.11 BN 32,734 $261 -1% 0%
Average Annual Growth 2008 through 2013: 12% 20%

Source: Pennsylvania Gaming Control Board; TMG Analysis
Note: Table games introduced to market in July 2010
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Pennsylvania Annual GGR, 2008 - 2013
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Dollars in Billions

Win per position, as shown below, has varied annually. The maginal variance of win per position
between 2011 and 2013 indicates that the Pennsylvania gaming market is becoming more stabilized.

Pennsylvania Annual Win per Position, 2008 — 2013
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Note: Table games introduced to market in July 2010.
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INDIVIDUAL FACILITY PERFORMANCE

This section provides an analysis of the performance of Pennsylvania gaming facilities over the past six
years. In general, all of Pennsylvania’s casinos have experienced significant growth of gaming revenue
over the past six years. Certainly the addition of table games to the market in 2010 has facilitated some
of this growth. Of the twelve casinos in operation by the end of 2013, nine of them were already open
before 2010.

Annual GGR by Facility 2008 — 2013 (Dollars in Millions)

Casino 2008 2009 2010 2011 2012 2013
Harrah's Philadelphia $3284 M $315.9 M $326.5 M $349.1 M $340.8 M $311.2 M
Mohegan Sun $185.6 M $220.8 M $243.2 M $274.8 M $2749 M $263.4 M
Mount Airy $176.4 M $164.6 M $163.3 M $185.4 M $189.5 M $183.4 M
Parx $346.5 M $359.3 M $432.6 M $493. M $494.5 M $487.7 M
Penn National $171.1 M $237.7M $268.5 M $287.3 M $282.6 M $266.8 M
Presque Isle $164.5 M $166.7 M $180.2 M $188.4 M $169.6 M $144.6 M
Sands Bethlehem $142.3 M $286.1 M $377.3 M $438. M $465. M
SugarHouse $54.2 M $2452 M $2741 M $265.6 M
The Meadows $244.1 M $278.5M $264.1 M $282.9 M $284.4 M $264.3 M
The Rivers $78.8 M $267.7 M $343.1 M $351.9 M $352. M
ValleyForge $57.9 M $96.3 M
Nemacolin $13.8 M
Total PA $1,616.6 M $1,964.6 M $2,486.4 M $3,026.6 M $3,158.3 M $3,100.1 M

Source: Pennsylvania Gaming Control Board; TMG Consulting Analysis
Note: Table games introduced to market in July 2010
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I
Connecticut

STATEWIDE PERFORMANCE

The following table and charts will analyze Connecticut’s historical gaming performance going back to
the year 2008. Gaming performance will be measured by examining gross gaming revenue (GGR), number
of gaming positions and the revenue generated by each position per day (Win per Position).

The following table showcases the decline in annual gross gaming revenue that has been seen in
Connecticut each of the past six years. Total gaming supply has fallen quite significantly as well, from a
high of 18,496 positions in 2009 to 15,873 positions in 2013.

Connecticut Gaming, GGR and Supply (Positions) 2008 thru 2013

2008 $2.24 BN 18,131 $338

2009 $2.03 BN 18,496 $301 -9% 2%

2010 $1.97 BN 17,483 $309 -3% -5%

2011 $1.94 BN 16,850 $315 -2% -4%

2012 $1.8 BN 16,181 $305 -7% -4%

2013 $1.74 BN 15,873 $301 -3% -2%
Average Annual Growth 2008 through 2013: -5% -3%

Source: Connecticut State Division of Special Revenue, Mohegan Sun SEC Filings, TMG Consulting Analysis

Annual gaming revenues have declined in Connecticut in each of the past six calendar years, the following
chart illustrates this trend.
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Connecticut Annual GGR, 2008 - 2013
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Dollars in Billions

Despite falling revenues, annual Win per Position has been able to remain relatively stable after the
calendar year of 2008.

Connecticut Annual Win per Position, 2008 - 2013
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INDIVIDUAL FACILITY PERFORMANCE

This section provides an analysis of the performance of Connecticut’s two gaming facilities over the past
six years. As seen in the statewide overview, the performance of Connecticut’s two gaming facilities has
declined in all of our performance metrics. It is important to note that despite declines in gaming revenue
and overall gaming positions, Connecticut’s two gaming facilities are still generating nearly 1 billion
dollars each of gaming revenue annually and still command a significant market share of casino patrons
in the Eastern United States.

Annual GGR by Casino 2008 - 2013 (Dollars in Millions)

2008 \ 2009 2010 2011 2012 2013
Foxwoods $1,036.7 M $958.5 M $922.8 M $912.2 M $845.6 M $806.8 M
Mohegan Sun | $1,200.2 M $1,071. M $1,046.6 M $1,025.3 M $957.1 M $934.3 M
Total $2,237. M $2,029.5 M $1,969.5 M $1,9375M $1,802.7 M $1,741.1M

Source: Connecticut State Division of Special Revenue; Mohegan Sun SEC Filings, Foxwoods. TMG Consulting Estimates
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| =
New Jersey

STATEWIDE ANNUAL PERFORMANCE

New Jersey has seen declines in all three of our identified performance metrics, gross gaming revenue,
gaming positions and Win per Position. From 2008 to 2013 gaming revenues have declined by an average
of 9% annually. In absolute terms, gaming revenue stood at $4.58 billion in 2008 compared to only $2.86
billion in 2013. Furthermore, gaming positions have fallen 44,686 in 2008 to 35,670 in 2013 and a Win
per Position rate of $281 a day in 2008 has fallen to $220 a day in 2013.

Atlantic City Gaming, GGR and Supply (Positions) 2008 — 2013

2008 $4.58 BN 44,686 $281

2009 $3.92 BN 41,423 $259 -14% -7%

2010 $3.57 BN 38,748 $253 -9% -6%

2011 $3.32 BN 36,933 $248 -7% -5%

2012 $3.05 BN 37,034 $229 -8% 0%

2013 $2.86 BN 35,670 $220 -6% -4%
Average Annual Growth 2007 through 2012: -9% -4%

Source: New Jersey Casino Control, TMG Consulting Analysis.
Notes: Hurricane-related closings in 8/2011, 10/2012, and 11/2012
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Atlantic City Annual GGR, 2008 - 2013
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Atlantic City Annual Win per Position, 2008 -2013
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Lago Resort & Casino Application Exhibits

Submit as Exhibit VIIl. A.5. a qudlitative five (5) year business plan for the proposed Gaming
Facility describing, at least, the components and projected results of the material revenue
lines and expense categories of the proposed Gaming Facility, the Applicant’s sources and
availability of financing, the principal business and financing risks of the proposed Gaming
Facility and plans to mitigate those risks.

VIII.A.5 BUSINESS PLAN

Lago Resort & Casino’s business plan is included in this Exhibit.
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Part | — Executive Summary

Intfroduction

Lago Resort & Casino will be a destination built in Tyre, New Y ork. The development will
include aresort hotel, full-service casino with 85 table games, 2,000 slot machines, an array
of dining options, retail areas which will feature goods from New Y ork vendors,
demonstrations and displays by local artisans, and an entertainment venue. This $425
million dollar development will become the centerpiece for the burgeoning Finger Lakes
Tourism Industry and thereby a catalyst for economic growth throughout the region.

The Wilmot Family, who for three generations has developed commercia propertiesin
Upstate New Y ork, in partnership with a group of accomplished casino owners, developers
and managers, Peninsula Pacific and INB Gaming, LLC, will build the development. Lago
Resort & Casino isintended to be the Wilmot family’s legacy project; a high quality,
thoughtful development that will create arobust economy throughout the region and
meaningful impact to local communities.

Peninsula Pacific is an investment management firm focused on providing customized
capital solutions to the gaming industry and middle market manufacturing, distribution and
services companies. Founded in 1998 by Brent Stevens, Peninsula Pacific was created to
provide a platform for an investment in Peninsula Gaming, a company founded and led by
Mr. Stevens until its sale to Boyd Gaming Corp in 2012.

JNB Gaming, LLC will develop and manage Lago Resort & Casino. JNB’s leadership has
five decades of combined casino development and operations experience. JNB’s dynamic
leadership team has the financial discipline, business insight and operating acumen
necessary to develop Lago Resort & Casino and upon opening, immediately be positioned as
the market leader.

The destination is projected to welcome more than 3.3 million visitors each year. Lago will
create approximately 2,200 quality jobs including more than 1,400 direct employees with
annual compensation totaling nearly $50 million. Lago will be akey partner in workforce
development. Partnerships with Finger Lakes Community College, Finger Lakes Workforce
Investment Board and V eterans Board will help Lago train and hire unemployed, long-term
unemployed, underemployed and other residents. Finger Lakes Community College will
create the curriculum and offer pre-employment Deder Training School and a career track
course for mid-level management.

Lago Resort & Casino’s location isin an underserved gaming market will produce
significant gaming and non-gaming revenue. Lago seeksto invest in New Y ork vendorsto
create even more positive economic impact. NY First is Lago’s commitment to purchase at
least 90% of available goods and services they buy from New York Vendors. The casino’s
retail spaceisfully connected to the region and the State. Shop New Y ork is a gift shop
featuring only goods made in New York. Savor New York isaretall, demonstration and
display area which will feature local artisans and their goods.
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Lago Resort & Casino’s partnerships with local businesses, entertainment venues, tourism
organizations, attractions and hotels chart a course for real market growth from increased
visitor spending. Lago’s investment in advertising the destination combined with its
proprietary database management will continue to attract new visitors and increase trip
frequency. Lago Rewards business partnerships allow Lago Rewards Club members to buy
local goods and services using their loyalty points. The entire local economy will continue to
benefit from Lago’s direct and indirect spending.

Although most adults enjoy gambling for the entertainment it’s intended to be, Lago’s
Responsible Gambling Resource Center isthere for those who need help. Located at the
casino’s main entrance, RGRC will provide information about safer gambling practice,
information and referral to problem gambling treatment if desired.

Lago is committed to quality, service and the community where we work and live. These
values will guide the entire business. As such, Lago Resort & Casino will open as a market
leader that contributes significantly to the over-all local economy resulting in sustained
revenue growth.

We will finance this $425 million project with a combination of debt financing and equity
investment. Our debt financing will total $335 million, which Credit Suisse AG has
committed to provide in the form of a senior secured term loan. However, we expect to
utilize $30 million of customary slot vendor financing in lieu of the full amount from Credit
Suisse. Investment funds managed Beach Point Capital Management LP will invest $27
million of preferred membership interests. Wilmorite and PGP Investors, LLC (d/b/a
Peninsula Pacific) will invest $23 million and $40 million, respectively, in common
membership interests. Peninsula Pacific/PGP Investors will receive $35 million of its
investment commitment from its manager, Mr. Brent Stevens, and two investment funds
managed by Eaton Vance Corp. (Boston Income Portfolio and High Income Opportunities
Portfolio). The remaining $5 million form Peninsula Pacific/PGP Investors will come from
existing available funds.

Our operational model was built from revenue obtained from an independent consulting
firm, TMG Consulting. TMG Consulting has over 20 years of experience including
providing casino management firms with market assessments for both casinos and other
amenities, economic and demographic research, primary market research and economic
impact analysis. Operating expenses were derived from assumptions provided with input
from TMG Consulting and INB Gaming, our management company, based on their past
experience in operating and developing casinos.
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Mission Statement

Lago Resort & Casino intends to be the centerpiece of the established tourist destination of
the Finger Lakes region. As afull-service resort, offering arange of dining options, spa,
hotel, and casino, guiding principles of quality, service and community are the pillars of our
operation and success. As a quality employer for Seneca county, Tyre and New Y ork
residents, Lago will create a positive working environment where people with diverse
backgrounds can work as a team to provide exceptional customer service. Lagois
committed to responsible gambling practices, and will fund both gambling education and an
on-site Responsible Gambling Resource Center. Lago will aso be a valuable community
partner, supporting education, economic development, tourism, and the arts and culture of
the region.
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Part Il — Operating Plan

The Operating Plan for the Lago Resort & Casino encompasses several key administrative
areas that are considered in the planning process, Management Structure, Human Resources,
Product and Service offerings, Internal Controls, Regulatory Compliance and Asset
Protection.

Manager’s Experience

JNB Gaming LL C, (Manager)

JNB Gaming is owned and operated by Jonathan Swain, Brent Stevens and Natalie
Schramm. These three individuals were officers and owners of Peninsula Gaming, LLC until
its sale to Boyd Gaming Corp in 2012. With more than five decades of combined casino
operations experience, this leadership team has an admired history of financia discipline,
businessinsight and operating acumen. The ability to develop thoughtful projects which are
built on a solid foundation of local partnerships is part of this leadership team’s ongoing
success. The experience, training and expertise in devel oping, constructing and operating the
casinos in Peninsula Gaming, LL.C’s portfolio along with their resumes are outlined below.

Peninsula Gaming, LLC developed and managed casinos in three jurisdictions — lowa,
Louisianaand Kansas. From itsfirst acquisition in 1999 until its sale in 2012, Peninsula was
at the forefront of some of the most successful greenfield projects in the gaming industry.
Developing four casinos and acquiring one over thirteen years, the company grew to own
and manage full-service casinos, OTBs with Video Lottery Terminals, and aracino. With
more than 2,500 employees, Peninsula became recognized by Inc. Magazine as the fastest
growing, privately held casino company in 2011. In November, 2012, Peninsula Gaming
sold to Boyd Gaming Corp for $1.45 billion.

Below are the consolidated gaming and non-gaming revenues for the last full three years of
Peninsula Gaming’s casino operations prior to the sale to Boyd Gaming Corp:

(% In thousands) Gaming Non-Gaming | Total
Revenue Revenue Revenue
2011 $308,080 $62,732 $370,812
2010 293,619 58,410 352,029
2009 258,427 55,827 314,254

Detail of Development Projects

Kansas Star Casino, 777 Kansas Star Dr, Mulvane, KS

Peninsula Gaming was granted a gaming facility manager licensein January 2011 by the
Kansas regulatory bodies to allow for the development and management of Kansas Star
Casino. Peninsula Gaming served as Lottery Gaming Facility Manager for the South Central
Gaming Zone on behalf of the Kansas Lottery pursuant to the Lottery Gaming Facility
Management Contract with the State of Kansas. In December 2011, casino operations began
in the 162,000 square foot interim facility, while the permanent casino facility was being
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constructed. The permanent casino facility opened in December 2012. Kansas Star is
comprised of 1,854 slot machines, 50 table games, 13 poker tables, 150 hotel rooms, a 250-
seat buffet, a 140-seat steakhouse, deli, noodle bar, and a casino bar as well as a poker
themed bar and approximately 2,800 parking spaces. The Kansas Star site is approximately
120 acres. During the time period under Peninsula Gaming ownership, Kansas Star Casino
employed approximately 650 full time equivalents.

Total Investment (estimated for all phases): Approximately $329 million

Below are Kansas Stars’ gaming and non-gaming revenues for the periods December 2011
and January — November 20, 2012 prior to the sale to Boyd Gaming Company:

($ In thousands) Gaming Non-Gaming Total
Revenue Revenue Revenue
2012* $162,047 $6,503 $168,550

2011** 5,770 282 6,052

*Kansas Star Casino was sold on Nov 20, 2012 as part of the sale of Peninsula Gaming, LLC to Boyd Gaming. Numbers are from January
— November 20, 2012.
** Kansas Star Casino opened Dec, 2011.

Diamond Jo Dubuque, 301 Bell Street, Dubuque, lowa

When purchased in 1999, the Diamond Jo was the first acquisition into the Peninsula
Gaming portfolio. At that time, it was a classic casino riverboat operating on water within
the Port of Dubuque, a waterfront development on the Mississippi River in Dubuque, lowa.
Peninsula began redevel opment efforts in 2006, to build a new state of the art land based
facility within the Port of Dubuque, while donating its existing Portside building to the
National Mississippi River Museum to allow for their continued expansion. In 2008,
Diamond Jo opened its new land-based casino to the public. The land based Diamond Jo isa
two-story, approximately 188,000 square foot facility located on approximately 12 acres of
land and is accessible from each of the major highways in the area. The Diamond Jo
includes 987 slot machines and 19 table games, a 30-lane state of the art bowling center, a
33,000 sguare foot event center and two banquet rooms. The facility also featuresfive
dining outlets, The Kitchen Buffet, a 184-seat live action buffet, 133-seat Woodfire Grille,
the casino’s signature high-end restaurant, 124-seat Mojo’s sports bar, a deli and a snack
shop, aswell as three full service bars|ocated on or near the casino floor. For the last three
years under Peninsula ownership, Diamond Jo Casino employed approximately 350 full
time equivaents.

Total Investment (includes purchase price and land based): Approximately $160 Million

Below are the gaming and non-gaming revenues for the last full three years of Diamond Jo’s
operations prior to the sale to Boyd Gaming Corp:

(% In thousands) Gaming Non-Gaming Total
Revenue Revenue Revenue
2011 $68,709 $9,926 $78,635
2010 67,712 9,935 77,647
2009 70,639 10,312 80,951
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Evangeline Downs, 2235 Creswell Ln Ext, Opelousas, LA

The Evangeline Downs Racetrack and Casino was acquired by Peninsula Gaming in 2002.
Upon acquisition, the facility was located in Lafayette, Louisiana. Peninsula Gaming
developed a greenfield racino in Opelousas, LA and successfully moved the license in 2003.
This land-based facility has a southern Louisiana Cajun roadhouse theme on the exterior,
with a complimentary regional Acadian atmosphere on the interior. The racino currently
includes a casino with 1,424 slot machines, an approximately 23,000 square foot event
center which opened in February 2010, parking spaces for approximately 2,345 cars, and
several dining options. Dining venues include a 353-seat Cajun buffet, a 140-seat fine-
dining Blackberry’s restaurant, a 60-seat Gumbo bar, a 90-seat Café 24/7 and a 120-seat
Mojo’s sports bar with an 88-seat patio. In addition, araised bar and lounge area known as
Zydeco’s occupies the center of the casino floor. In the clubhouse, Silk’s Fine Dining offers
avaried menu and the grandstand area contains a concession and bar for casino patrons’
convenience. The racino includes a one-mile dirt track, a 7/8 mile turf track, stables for 980
horses, a grandstand and clubhouse seating for 1,295 patrons, and apron and patio space for
an additional 3,000 patrons. The site is approximately 600 acres. For the last three years
under Peninsula ownership, Evangeline Downs employed approximately 560 full time
equivaents.

In addition, an affiliate of Evangeline Downs Racetrack and Casino, opened a 117-room
hotel connected to the racino in November 2010. The hotel includes 122 rooms, 41 suites,
two meeting rooms and an indoor pool.

Evangeline Downs Racetrack and Casino also operates four OTBsin Louisianalocated in
Port Allen, Henderson, Eunice, and St. Martinville. Each of these OTBs offers simulcast
pari-mutuel wagering and video poker seven days aweek and is equipped to serve acoholic
and non-alcoholic beverages and food. The Port Allen facility offers off-track betting, 64
video poker machines, afull-service bar, a cafe and aVIP lounge. The Henderson OTB
offers off-track betting, 42 video poker machines and features a restaurant and full service
bar. The Eunice facility offers off-track betting, 69 video poker machines, afull service bar
and private parking for its patrons. The St. Martinville OTB offers pari-mutuel wagering, 66
video poker machines and food and beverage options.

Total Investment: Approximately $175 million

Below are the gaming and non-gaming revenues for the last full three years of Evangeline
Downs’ operations prior to the sale to Boyd Gaming Corp:

(% In thousands) Gaming Non-Gaming Total
Revenue Revenue Revenue
2011 $95,620 $32,134 $127,754
2010 93,417 31,189 124,606
2009 100,436 33,394 133,830

Diamond Jo Worth, 777 Diamond Jo Ln, Northwood, IA
Peninsula Gaming was granted alicense in April 2004 from the lowa Racing and Gaming
Commission to develop aland based casino in north central lowanear the Minnesota border
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named Diamond Jo Worth. The property opened in April 2005, and immediately began
expansion plans, which expansion was then completed in April 2006. The casino is situated
on a 36-acre site approximately an equal distance between Minneapolis, Minnesota and Des
Moines, lowa at the intersection of Interstate 35 and Highway 105.

The exterior design of Diamond Jo Worth incorporates aregional gristmill and riverboat
theme, with a complementary riverside docking facility atmosphere on the interior. The
Diamond Jo Worth casino currently has 972 slot machines, 22 table games and 7 poker
tables in operation, as well as parking spaces for 1,283 vehicles, a’5,200 square foot event
center and several dining options, including the Kitchen Buffet, a 190-seat buffet restaurant
and the 114-seat Woodfire Grille, the casino's high-end restaurant. Diamond Jo Worth is
open 24 hours per day, seven days aweek. There is a 160-room hotel adjacent to the casino,
which is owned and operated by athird party. For the last three years under Peninsula
ownership, Diamond Jo Worth employed approximately 300 full time equivalents.

Total Investment: Approximately $75 million

Below are the gaming and non-gaming revenues for the last full three years of Diamond Jo
Worths’ operations prior to the sale to Boyd Gaming Company:

(¥ In thousands) Gaming Non-Gaming Total
Revenue Revenue Revenue
2011 $87,377 $15,333 $102,710
2010 81,022 12,958 93,980
2009 79,231 11,334 90,565

Amelia Belle Casino, 500 Lake Palourde Rd, Amelia, LA
On October 22, 2009, Peninsula Gaming acquired the Amelia Belle Casino, in Amelia,
Louisiana, which islocated in south-central Louisiana. The Amelia Belle Casino is athree
level riverboat with gaming located on the first two decks and includes 838 slot machines,
17 table games and 3 poker tables. The third deck of the riverboat includes a 119-seat buffet
and a banquet room. The site is approximately 10 acres. For the last three years under

Peninsula ownership, Amelia Belle Casino employed approximately 280 full time

equivaents.

Total Investment: Approximately $105 million

Below are the gaming and non-gaming revenues for the last full three years of Amelia
Belles’ operations prior to the sale to Boyd Gaming Company:

(¥ In thousands) Gaming Non-Gaming Total
Revenue Revenue Revenue
2011 $50,604 $5,057 $55,661
2010 51,468 4,328 55,796
2009* 8,121 787 8,908

* Period from October 22, 2009- December 31, 2009. Belle of Orleans was acquired 10/22/2009

Business Plan
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Proposed Restaurants

Lago Resort & Casino will feature everything from aNY Pizza stand to the finest steak and
seafood restaurant in the region. One thing remains consistent in all of these restaurants, the
house wine will al belocal! This assortment of restaurants was carefully selected to appeal
to target marketsincluding locals, destination tourists, groups and motorists on the nearby
Thruway.

Business Plan
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portico

Portico

Bask in the warm glow of hospitality paired with exceptional cuisine. Premium steaks
cooked to juicy perfection and the freshest, most succulent seafood are the hallmarks of
success at Lago — where the ambience, rivals the exquisitely prepared signature dishes.

Thisisacontemporary interpretation of charming lakeside eatery. Inspired by the sparkling
waters of the Finger Lakes Wine Country, the finishes and furnishings reflect a sense of
relaxation and luxury being adjacent to the pool area.

The bar area at the front facade features an expansive custom wine bottle display wall. The
wall is double-sided and can be seen from the dining room, bar, and casino. LED lights wash
the display cases and illuminate the bottles. The bar is clad in cream travertine. Barstools are
covered in ocean blue fabric with light teak wood frames. The back bar features two LCD
TVsand a polished chrome bottle tower. Lighting over the bar will consist of custom
designed pendants. Accents of teakwood and cream are found at the ceiling and surrounding
walls. The flooring will be awarm plank wood at the bar and entry.

There will be a continuance of fresh colors throughout the dining area. The dining space will
include an inviting fireplace, comfortable seating, and luxurious booths for afine dining
experience. Custom lighting will be placed throughout at the ceiling, creating the ambiance
and mood for the space. The flooring will be a custom designed carpet inspired by the Wine
Country. There will be an areafor celebration and private dining beyond the dining room for
patrons as well.

The front facade is a custom medium satin warm aluminum metal framework with clear
glass, glass entry doors with custom handles, the walls clad in a combination of cream
travertine, warm teakwood, and a combination of cream and light camel fabric. Entries will
include two overhead metal and glassinternally illuminated signs, one above each entry.
Custom pendant lights of warm cream glass installed at the front facade of the restaurant.
The overall square footage of this space is a generous 5,960 SF with a seating capacity of
140 total seats. Portico includes aterrace with additional seating during spring, summer and
fall.
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BUFFET

Farmers Market Buffet

The finest locally sourced produce, fruits, dairy products, meats and more play a starring
rolein this bountiful buffet. Come fill up on awide variety of comfort foods served in a
truly friendly atmosphere where you’ll always feel “at home.” The buffet has a seating
capacity of 240 people and is located on 13,500 square feet of space, with 7,500 square feet
dedicated to creating a comfortable environment for guests.

Food Court

Lago will offer afood court with three types of vendors provides an array of selections such
as burgers, pizza, fresh salads and more. All three food court vendors share afestival style
dining area. At this time, it is likely that the three “vendors™ in the food court will be owned
and operated by Applicant. The Food Court is located close to the main entrance with 6,500
square feet of space and seating capacity for up to 150 people.

Proposed Retail Spaces
Designed to feature quality locally made food, wine and merchandise, the retail spaces at
Lago Resort & Casino will offer goods that will appeal to local shoppers and visitors alike.

N aor

Taste the just-picked freshness of Up State New Y ork. At Savor NY,, local vendors bring the
region directly to Lago Resort & Casino’s guests with a wide variety of fruits, cheeses, and
irresistibly delicious baked goods and other area specialties. Savor NY will have flexible,
high traffic space to allow alarge variety of sampling, displays and live cooking
demonstrations or events. Featured vendors will be rotated monthly. Savor New Y ork will
be adjacent to the food court, providing ample room to expand the floor plan based on each
vendor’s display and retail space needs.
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Shop New York

The place to pick up Lago Resort & Casino gear, the casino gift shop will feature quality
merchandise, gifts and products made in New Y ork and more. The casino gift shop includes
about 2,000 square feet and will be open 24/7 for customer’s convenience.

Spa Gift Shop

Lago Spawill include retail space to provide opportunity for patrons to purchase spa
products, Lago Resort gear and personal care items. Square footage will be approximately
900 square feet of the spa’s total 9,942 square feet.

Proposed Lounges and Bars

This mix of lounges and bars are inviting meeting places for locals and visitors alike.

TheVine

The second you enter, you can feel the vibe, the excitement. The electricity in the air.
Welcome to fun, where you’ll always experience the hottest big name entertainment, the
coolest drinks, and a menu complete with fun food. The Vine serves as an entertainment
room/event center with capacity of up to 1,700 patronsin 38,735 square feet. The Vine can
also serve as a meeting space (23,474 square feet with capacity of approximately 800
people) and has a small, specialty restaurant inside. The restaurant covers 2,900 square feet
(back of house) and can serve patrons inside the Vine.
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Centrifico

Can you say, “Magnifico?” This feature bar isthe center of it all, literally. The place to
meet, mix, mingle and stir up the best of times serving popular drinks and bar snacks.
Enhanced by atowering waterfall, Centrifico is not to be missed. Centrifico, asits name
implies, islocated in the middle of the gaming floor, has a capacity of about 90 people and
covers 3,075 square feet including a service bar.

Proposed Recreation Facilities
Lago Resort & Casino will be home to afull-service spaand a pool.

Lago Resort & Casino Spa

This 9,942 square foot facility will offer afull-service spa experience for guests. The Spa
will include private rooms for services including massage, facials, wraps, aswell as a nail
salon, styling salon and relaxation lounge. Approximate capacity of the Spawill be 45.

Pool Area

Lago’s pool area will cover about 40,000 square feet including a pool bar. This beautiful
space isreserved for hotel, spa and invited guests. Approximate capacity of the pool areais
900.

Business Center

For the guests’ convenience, Lago Resort & Casino will have abusiness center in its hotel.
This area may be accessed by hotel guests with their room key. It will be accessible 24 hours
aday, seven (7) days aweek and is a complimentary guest service.
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Part Il — Marketing Plan

Plans fo Differentiate and Maximize Market
Potential

Lago Resort & Casino will maximize the market potential with thoughtful design, a
commitment to superior products and services and a diverse marketing plan. By providing
an attractive destination with amenities that complement what the region already offers,
Lago Resort & Casino has the infrastructure necessary to attract new players. The level of
customer service, quality of games and rich player database marketing offers will incent
future trips and result in longer length of stay.

5.9 Pz N 4PLAGO
Design

Lago Resort & Casino will feature quality design that fitsits environment. Located in a
region known for its vineyards, Lago Resort & Casino is expected to produce a significant
amount of gaming and non-gaming revenue based on the quality development and its
location in the Finger Lakes region at exit 41 of the New Y ork Thruway.

The resort will capitalize on itslocation. Travelers will find information about local
attractions, hotels and accommodations in the region, and more. Lago Resort & Casino will
include ample, convenient parking, restrooms, afood court and Savor NY Pavilion where
visitors can sample and purchase products made in New Y ork.

Inspired by the iconic estate farmhouses of Southern Italy, the Lago Resort & Casinoisa
warm, elegant resort with afocus on memorable hospitality experience. This Mediterranean-
influenced design concept is intended to create an attractive atmosphere that is both
luxurious and approachable. With afresh, modern point of view, the Lago Resort & Casino
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planning was guided by the site access, the existing site conditions, and the proposed overall
building program for the Casino, Entertainment venue, Food and Beverage venues, Hotel,
Spa, on-site Parking, and all associated back of house support aress.

Given the project site with access viathe New Y ork Thruway and Route 414, the site
planning was focused on visibility and guest access. This accessis provided on the east side
of Route 414 and is planned with multiple traffic lanes to allow both the guest, and service
vehiclesto access the site at thislocation. The building planning is organized to maximize
the visibility from the New York Thruway, as well asfrom the Site Arrival/Entry point. The
gentle rolling hills and sparkling blue waters of the Finger Lake Wine Country set the
backdrop for this refined architectural edifice.

<L
1 @ 1

Once arriving at the Main Entry Road, the guest will enter through a prominent stone
“gateway” providing an immediate vision and understanding of the project components, and
sets the tone for their arrival. From this location, the Hotel, Casino, and Parking Structure
areal visible, and immediately orient the guests to their preferred destinations. The Parking
structure islocated at the northern end of the site, closest to the main entry road providing
direct access to the Casino and Entertainment V enue, while the Hotel and Resort amenities
anchor the southern end.

Architecturally, the forms and materials of the property are authentic and sophisticated with
clean lines; ahallmark of simple elegance. Attention to detail and proportion are paramount.
The architectural design reflects the special considerations taken to bring the massing down
to human scale for a high-touch guest experience. The harmonious massing is
simultaneously formal and organic, with larger program components articulated with
interpreted details including low roofs, stone walls, eaves, arches, and corbelling, to create a
human scale and personal dimension. Fenestration along the buildings perimeter creates an
active indoor/outdoor relationship between patrons, architecture and environs. The
articulation of the fagade is meant to evoke the concept’s Mediterranean influence, in
particular, the natural luminosity of the interplay with the day’s sunlight.
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The resort amenities are interconnected and allow first time visitors to easily navigate the
property, while returning guests quickly find their preferred indoor Valet Parking, Self-
parking, or outdoor surface parking options.

With the parking structure located adjacent to the taller Casino and Entertainment building
components, the scale of the overall property has also been designed to create a resort
environment. This resort scale has been achieved by planning and arranging the building
elements within the existing site topography and providing internal vertical circulation to
move guests through the property. On the west side, at the lowest site arrival point, the Valet
Parking is located inside the garage. This entry point provides an ease of access with direct
entry to the Valet operations. The Valet guests will then be led directly to the Casino Level
via an escalator or elevator. On the east side of the Garage and Casino, the larger structures
provide a physical separation, and visual screening of the service access and |oading dock
functions that support the overall facility.

Thecasinois at the heart of the plan with all of the reI ated program amenities visible and
radiating from the center of the gaming area. These venues include the Specialty Portico
Restaurant, Savor NY, Food Court, Signature Restaurant, Feature Bar, Buffet, and the Event
Center. These amenities not only provide alevel of activity around the perimeter of the
casino, they are all designed with feature terraces, patios and generous windows to bring the
outdoors inside.

At the south eastern portion of the site, the existing grade dictates a raised surface parking
lot accommodating the Bus drop-off and Lobby, Bus Parking, as well as Employee Parking,
Employee Child Care, and a Staff Entry. This access accommodates both guests and
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employees on an upper level, and provides access to the Ground Floor functions via
escalator and elevators.
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The Hotel/Resort islocated at the south end of the site, and is a 6-story hotel tower with
207-guestrooms and suites. The Hotel has its own covered porte-cochére leading guests to
the distinctive Lobby with immediate adjacency to the Casino viathe Promenade. At the

ground floor of the Hotel, the non-gaming amenities include a Café, Spa, Lanai Suites, and a

resort Pool with Pool Bar and a luxurious deck space with Cabanas.

The casino will have 195,000 square feet of gaming floor with 2,000 slot machines and 85
table games. The types of gambling games to be operated include slot machines, video
poker, and table games including but not limited to Blackjack, Craps, Roulette and Poker.

All gambling games will be approved by the New Y ork Gaming Commission.
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The entertainment venue is right sized to enhance regional offerings and attract visitors from
the outer market to increase trial. The entertainment venue will accommodate 1,500 guests
in a show with reserved seats or up to 1,700 for standing room only.

Casino & Resort Operations

JNB Gaming, LLC has earned a reputation as a market leader and industry innovator. Its
experienced team of gaming executives has a history of financial discipline, regulatory
compliance and operating acumen. The State of New Y ork, the local community and future
guests will benefit from the financial strength, development and operating experience, and
community commitment Lago Resort & Casino delivers.

INB Gaming, LLC’s leadership has a proven track record of instilling the values of quality,
service and community into their management philosophy and operations. This philosophy
combined with JNB Gaming, LLC’s operating acumen will differentiate Lago Resort &
Casino from the competition as follows:

e Employees are provided with the tools they need to deliver outstanding service
including valuable positive recognition programs that reinforce customer service best
practices.

¢ Responsible Gambling Resource Center provides education, information and
referrals to those who need pathological or problem gambling treatment.

e Community partnerships help make Lago Resort & Casino a centerpiece for the
region where they will support community events sponsorships, co-advertising
campaigns and programs that create alarger destination and help attract more
visitors to the region.

¢ Community engagement practices that reward community involvement by
employees, provide in-kind goods and services and cash donations to support local
non-profit organizations.

o Employee Satisfaction Surveys help ingtill feeling of ownership and avested
commitment to the devel opments success.

e Guest surveys and customer satisfaction assessments are conducted on an ongoing
basis. Ratings are used to improve customer service standards when necessary and
reward outstanding service.

¢ Robust focus on Gaming Floor and analytics to help select the best games which will
result in quality, sought-after themes and games that are attractive to players on the
gaming floor and a quality entertainment experience for each guest, every time.

o By creating multiple events every day targeted to different market segments, the
synergy creates excitement on the gaming floor, resulting in a valuable entertainment
experience for guests.

Page | 26
Business Plan



Business Plan




Page | 28

Business Plan



Overview of Regional Gaming/Tourism

Industries

This section analyzes gaming competition and the tourism industry generally from a
qualitative and quantitative perspectives. For the gaming industry specificaly, this section
compiles and analyzes performance data.

Gaming

There are atotal of 16 gaming facilities currently operating in the State of New Y ork (nine
racetrack casinos and seven Native American casinos). However, from alocation standpoint,
only nine would be considered primary or secondary competition for the proposed
development in the Town of Tyre. Within 75 miles of Tyre, there are four primary gaming
facilities, the closest being the slots-only facility called Finger Lakesin Farmington, NY .
The closest full resort is Turning Stone located in Vernon, which is operated by the Oneida

Indian Nation.
Regional Gaming Locations
Distance from Tyre
Location Zone County City Type Miles Time
Primary Competitors
1 |Finger Lakes Seneca Ontario Farmington, NY  |Racino 30 0:33
2 [Turning Stone Oneida Oneida Vernon, NY Casino Resort 69 1:05
3 [Batavia Downs Seneca Genesee Batavia, NY Racino 72 1:15
4 |Vernon Downs Oneida Oneida Vernon, NY Racino 74 1:15
Secondary Competitors

5 |Tioga Downs Southern Tier |Tioga Nichols, NY Racino 98 2:00
6 |Seneca Buffalo Creek Seneca Erie Buffalo, NY Casino 115 2:00
7 |Fairgrounds Seneca Erie Hamburg, NY Racino 117 2:00
8 [Seneca Niagara Seneca Niagara Falls [Niagara Falls, NY |Casino Resort 122 2:08
9 [Fallsview Casino n/a n/a Niagara Falls, ON |Casino Resort 125 2:20

Primary Gaming Competitors

The primary competition includes three racetrack casinos of varying size and scope, and one

full-service casino resort. The racetrack casinos offer only Video Lottery Terminas
(“VLTs”), and thus do not offer table games, which are traditionally associated with full-
service casinos. They offer live horse racing and race wagering, which provides a slight
competitive advantage compared to the Native American casinos in the area.

Business Plan
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Finger Lakes Gaming and Race Track

Finger Lakes Gaming and Race Track is the nearest competitor, situated just 30 miles east of
the proposed development site, in Farmington, NY. The facility is easily accessible from
Interstate 90 (New Y ork Thruway). It is one of the largest racetrack casinos in upstate New
Y ork, offering approximately 1,550 VLTs on its 44,000 square foot gaming floor. The VLT
offering includes video poker and various progressive platforms. The facility also presents
live thoroughbred racing from late April through early December, and year-round simul cast
wagering. The food & beverage offering includes two full-service venues and six quick-
service options. The full-service offering features Sevens @ Finger Lakes for casual dining
with a separate bar. The quick-serve options include a Wolfgang Pucks Express, a deli, and
coffee and treat shop called Tim Horton’s. Several of the quick-serve options have limited
hours, often open around live racing. For entertainment, the property features afull-serve
bar that can host live entertainment, generally presenting local acts. The property boasts of a

meeting and conference center for larger meetings, equipped with state-of-the-art
audiovisual system. A 2,500 square foot banquet facility is available.

Finger Lakes Gaming and Race Track expanded from about 1,200 machines to the current
1,550 machines in October 2013. The reported $12 million expansion also provided space
for anew 100-seat restaurant and bar / lounge.

Finger Lakes Gaming and Race Track posted gaming of $132 million in 2013, roughly flat
compared to the prior year. From 2008 through 2013 growth averaged about 5% per year
over the five year period. The graph shows stronger growth in the first part of this timeframe
before moderating significantly in 2013. Win per Unit per Day (“WPUPD”) peaked at $298
in 2012, up from a near-term low of $232 in 2008.

Finger Lakes Gaming Summary
VLT Revenue
(Sm) Avg Slot Count WPUPD
2008 $101.4 1,199 $232
2009 $111.1 1,199 $254
2010 $115.7 1,199 $264
2011 $122.0 1,194 $280
2012 $129.6 1,192 $298
2013 $131.5 1,268 $284
% Change:
2009 10% 0% 10%
2010 4% 0% 4%
2011 5% 0% 6%
2012 6% 0% 6%
2013 1% 6% -5%
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Turning Stone

Turning Stone is the nearest full-service casino resort, situated about 70 miles to the east of
the subject, near the town of Vernon, NY. Thefacility is easily accessible from Interstate 90.
It is categorized as afull-serviceresort in that it offers afull complement of table games and
numerous hotel rooms (including severa unigue lodging options).

The casino floor offers about 2,100 slot machines and 117 table games, which includes a 32-
table poker room. The table game offering is extensive and includes blackjack, Baccarat,
craps, roulette, Let It Ride, and various specialty poker games (Mississippi Stud, Four Card
Poker, Caribbean Stud Poker, Three Card Poker, Pai Gow, and Texas Hold *Em). High
stakes bingo is played in a 1,400-seat bingo parlor; afacility that isranked 3™ in the world,
according to Turning Stone. Traditional Keno is aso available.

The food & beverage offering is extensive, with several fine dining options (Wildflowers,
TS Steakhouse, and Peach Blossom for Asian), various full-service casual dining venues
(Pino, Upstate Tavern, Time Rooster, Emerald, and the Scason’s Harvest buffet), a six-outlet
food court, a café in the bingo hall, and Opals for baked goods and desserts.

For entertainment, the facility offers unique bars/ lounges, featuring The Atrium Bar that
also serves sushi, and the Leopard Lounge on the gaming floor. In addition, a dance club
called the Lava Nightclub is available. The Gig is a venue capable of hosting live local and
regiona bands, and also serves NY -style pizza and craft beers. Lastly, the Turquoise Tiger
boasts a sophisticated lounge featuring signature cocktails. Other venues that present live
entertainment including a 5,000-seat event center for national headliner acts, and the more
intimate 800-seat cabaret-style showroom well suited for comedians and musical
productions.

Turing Stone offers atotal of over 700 hotel rooms, comprising four different venues. The
285-room Tower and 98-room Lodge garner, afour-diamond rating, with standard rooms
measuring 550 to 600 square feet. The 61-room Inn and 268-room Turning Stone Hotel are
more value-oriented.

In addition to numerous golf courses (including a comprehensive training center), Turning
Stone offers atennis and racquetball facility, and severa resort-style pools. Other hotel
amenitiesinclude afull-service spa and salon offering afull complement of massages, wraps
and facials. Anindoor pool and fitness center are also available.

Turning Stone exhibits a comprehensive convention center, offering atotal of 100,000
sgquare feet of functional space. The offering features the Event Center (discussed earlier),
Conference Center (23,000 square feet) and the showroom, but aso includes numerous
smaller rooms, scattered throughout the various hotel venues and golf complexes.
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Batavia Downs
Batavia Downs is aracetrack casino located about 72 miles west of the subject development

sitein the town of Batavia, NY. Bataviais roughly 30 miles southwest of Rochester and 35
miles east of Buffalo. The facility is easily accessible from Interstate 90 (New Y ork
Thruway). Batavia currently offers about 790 VLTs on its roughly 60,000 square foot
gaming floor. The VLT count increased from 640 in late 2013 due to a modest expansion
project. The facility presents live harness racing from late July through early December, and
year round simulcast wagering. There are four food & beverage venues including a sports
bar, two full-service options, and a quick-serve grill. A modest amount of banquet spaceis
available in the grandstand overlooking the racetrack.

Batavia completed the initial phase of a$27 million expansion in late 2013 that added
additional gaming space (discussed earlier) and severa restaurant venues, featuring a sports
bar themed around Hall of Fame football player Thurman Thomas.

Batavia Downs posted gaming of $47 million in 2013, up 3% from the prior year. 2013 was
trending flat until the modest expansion (discussed earlier) late in the year spurred growth.
From alonger term perspective, growth averaged about 7% per year over the last five years.
2009 and 2012 were particularly strong with growth of 12% and 13%, respectively. WPUPD
peaked at $195 in 2012, up from a near-term low of $149 in 2008. Note that these figures
are considerably lower than Finger Lakes.

Batavia Downs Gaming Summary
VLT Revenue
(SM) Avg Slot Count WPUPD ;

2008 $32.5 596 $149 =
2009 $36.3 604 $165 2
2010 $37.7 605 $171

2011 $39.8 607 $180

2012 $45.1 635 $195

2013 $46.5 666 $191

% Change:

2009 12% 1% 10%

2010 4% 0% 4%

2011 6% 0% 5%

2012 13% 5% 8%

2013 3% 5% -2%
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Vernon Downs

Vernon Downs is aracetrack casino located about 74 miles east of the subject development
site, and in close proximity to Turning Stone. Vernon Downs is roughly 32 miles east of
Syracuse. Like the other casinos in the primary competitive set, thisfacility iseasily
accessible from Interstate 90 (New Y ork Thruway). Vernon Downs currently offers about
770 VLTson aroughly 34,500 square foot gaming floor, making it the smallest racetrack
casino in New York. The facility presents live harness racing from late April through
October (generaly from Thursday through Saturday), and year around simulcast wagering.
The day-to-day food & beverage offering includes a full-service casual option serving
American comfort food; a buffet; a quick-serve caf€; and a sports bar. Severa other venues
are available during live racing. The facility recently unveiled a new event center for
meetings and concerts.

The Vernon Downs Casino Hotel was developed in 1994 and recently updated and
incorporated into the gaming offering using an enclosed walkway. The hotel offers 165
rooms midscale rooms (rating according to Smith Travel Research). The rooms are 100%
non-smoking with flat-screen TVs and afree continental breakfast. Hotel amenities include
a heated indoor pool and modest fitness center.

Vernon Downs posted gaming of $44 million in 2013, flat relative to the prior year. From a
longer term perspective, the operation showed strong growth of 11% in 2010, as the area
recovered from the nationwide recession, while 2011 and 2012 showed average growth of
3%. WPUPD peaked at $156 in 2013, up from a near-term low of $134 in 2008,
representing the lowest WPUPD figuresin the New Y ork racetrack casino category.

Vernon Downs Gaming Summary
VLT Revenue
(SMm) Avg Slot Count WPUPD

2008 $37.3 761 $134 £
2009 $37.1 761 $134 2"
2010 $41.3 761 $149

2011 $42.3 764 $152

2012 $43.7 767 $156

2013 $43.7 767 $156

S3
% Change:

2009 0% 0% 0%

2010 11% 0% 11%

2011 3% 0% 2%

2012 3% 0% 3%

2013 0% 0% 0%
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Secondary Competitors

The secondary competition includes one racetrack casino-Buffalo Raceway—at the
Fairgrounds, and the Seneca Native American casinos, including Buffalo Creek and Seneca
Niagara. These casinos would be much less convenient for gaming patrons originating from
Rochester, Canada, and Syracuse relative to the subject.

Seneca Buffalo Creek

Seneca Buffalo Creek islocated just south of downtown Buffalo with accessibility via
Interstate 90. The facility is about 115 miles west of the subject. The facility recently
underwent a $130 million renovation / expansion, which featured a parking garage (715
spaces), more gaming space for the addition of table games, as well as an upgraded food &
beverage offering.

The facility now offers 800 gaming machines and 18 table games. The table game offering
includes blackjack, craps, roulette, Let It Ride, and various specialty poker games
(Mississippi Stud, Three Card Poker and Texas Hold ’Em). Thereis no traditional non-
banked poker room.

The food and beverage offering features a grill, café, and sports bar. The grill offerslocal
favorites such as Franco’s Pizza, Duff’s Famous Wings, Charlie the Butcher, and Ilio
Dipaolo’s for Italian. The quick-serve café (open 24/7) features sandwiches, soups, salads,
and baked goods. The Stixx Sports Bar is afeature of the property, located in the center of
the casino, offering afull-service bar areaand multiple flat screen TVs.

Hamburg Gaming (Buffalo Raceway at the Fairgrounds)

Fairgroundsis aracetrack casino located about ten miles south of downtown Buffalo, and
about 115 southwest of the subject development site. Patrons originating from the Rochester
areawould have to navigate the Buffalo metro areato get to the facility. Hamburg currently
offers about 900 VL Ts on its roughly 55,000 square foot gaming floor, with video poker and
progressive jackpots. The facility presents live harness racing from mid-January through
April (generally Wednesday through Saturday), and year around simulcast wagering.

The food and beverage offering features the Midway Buffet with various specialty buffet
specials. For aquick bite, the facility offers the Blue Ribbon Grill featuring burgers, pizza,
and wings, and a Tim Horton’s coffee house for specialty coffee drinks and baked goods.
Lastly, the Cyclone Bar is afull-service lounge that also offers food. This venue presents
live entertainment throughout the year, generally comprising local acts.

Hamburg posted gaming of $77 million in 2013, down 5% compared to the prior year. The
weak resultsin 2013 were mainly due to the Seneca Buffalo Creek expansion (discussed
earlier), as 2013 was trending flat prior to the opening of the expansion (see graph below).
The weak resultsin followed a period of very strong growth as gaming revenue increased an
average of 13% per year from 2008 through 2012 (four year period). Win per Unit per Day
(“WPUPD”) peaked at $237 in 2012, up from a near-term low of $143 in 2008. Hamburg
holds the second place stop (behind Finger Lakes) in terms of WPUPD for the update New
Y ork racetrack casinos.
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Hamburg Gaming Summary
VLT Revenue (SM)| Avg Slot Count WPUPD
2008 $50.0 959 $143 2 585
2009 $55.1 959 $157 S sa0
2010 $61.6 941 $180
2011 $73.1 939 $213
2012 $81.2 940 $237
2013 $76.8 940 $224
% Change:
2009 10% 0% 10%
2010 12% -2% 14%
2011 19% 0% 19%
2012 11% 0% 11%
2013 -5% 0% -5%
Seneca Niagara

Seneca Niagarais afull-service gaming resort located in Niagara Falls, New Y ork, roughly
20 miles northwest of Buffalo, and more than 120 miles from the subject development site.
The facility is accessible from north central New Y ork viathe New Y ork Thruway to
Interstate 290 north to Interstate 190 northwest.

The casino floor offers about 4,000 slot machines and 125 table games, which includes a 16-
table poker room. The table game offering aso includes blackjack, Baccarat, craps, roul ette,
Let It Ride, and various specialty poker games (Mississippi Stud, Three Card Poker, Pai
Gow, and Texas Hold ’Em). Traditional Keno is also available. The facility recently updated
the casino floor featuring a bolder, brighter décor, new carpeting and lighting, leather
seating, a new Keno Bar, and The Mezz, an 18+ gaming area.

The food & beverage offering includes several feature full-service specialty restaurants
(Western Door, KOI, and La Cascata), various casua dining venues (buffet, burger bar,
noodle bar, and a 24/7 café€), and three quick-serve options, including Morrie’s Express for
sandwiches, pizza, salads, coffee and desserts; a Tim Hortons Coffee and Baked Goods; and
a Cold Stone Creamery.

For entertainment, the facility offers several bars/lounges, featuring Stir, the new center bar
nightclub. Stir is capable of hosting live acts. Other venues that present live entertainment
include a 2,400-seat events center for national headliner acts, and the more intimate 440-seat
Bear’s Den showroom.

The 26-story hotel is afeature of the property, offering 604 newly renovated rooms. The
hotel boasts a four-diamond rating with pillow-top beds, oversized showers, and flat-screen
TVs. The accommodations include 486 deluxe rooms, 86 corner-suites, and various other
suite options. Hotel amenities include a full-service spa and salon, offering afull
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complement of massages, wraps and facials. An indoor pool and fitness center are also
available.

Lastly, for meeting and conventions, the event center doubles as a multi-purpose room
capable of hosting 2,500 guestsin atheater setting. Smaller breakout rooms are also
available measuring from 1,600 to 2,000 sguare feet. The meeting space a so includes
several formal board rooms.

Seneca County Tourism

Seneca County lies in the heart of the Finger Lakes region, and thusis most known for its
scenic ambience and recreational activities. It was glaciers that carved out the footprint for
the Finger Lakes, resulting in numerous recreational options, inherent natural beauty with
picturesgue views and diverse landscapes, and unique waterways. The recreational options
are varied including hiking in the Finger Lakes National Forest, biking along the roadways
and trails of the Finger Lakes region, and kayaking on the various waterways, such as the
Erie Cana System and the Cayuga Seneca Canal. The areais aso thriving in terms of agri-
tourism, astourists explore local agriculture, such aswineries, dairy farms, and unique
farmers markets. Lastly, Seneca County has a colorful historical past, which is showcased at
numerous museums and monuments.

Recr eation

The recreation options are numerous, including boating, hiking, hunting & fishing, scenic
drives, and golf, to name afew. For boating, two of the 11 Finger Lakes are in close
proximity to Seneca County, including Lake Seneca and Lake Cayuga. The area contains
over ten marinas to launch an excursion. Fishing tours and boating charter options are also
numerous. There are plenty of wildlife and hunting opportunities as well, including bird-
watching at the Montezuma National Wildlife Refuge or viewing the world-famous Seneca
White Deer. In addition to the Finger Lakes, the areais dotted with smaller |akes, streams,
and natural wetlands.

Additional recreationa attractions include various stables for horseback riding, several
scenic drives (particularly popular during fall foliage viewing), a scenic railway tour,
various wildlife refuges, and three state parks. The wildlife refuges and state parks are
particularly adept for hiking and biking. Again, one of the main goals of hiking isto view
the area’s famous white deer population. Special tours to this end are available.

Agri-Tourism

Agri-tourism, the exploration of local agriculture, is very popular in the area. Tourists have
numerous opportunities to purchase the freshest food and specialty wines. The area boast of
nearly 30 farmer’s markets, featuring flowers, honey, trees, and organic produce. Regarding
food, area specialties include cheese and other dairy products. The “Cheese Trail” includes
Cowlick Farm & Micro-Creamery, Muranada Cheese Company, and Lively Run Goat
Dairy. The latter is one of the first commercial goat dairy operationsin NY S.

Finger Lakes Wine Country is home to over 100 diverse wineries, including micro-wineries
and farm wineries, keeping every level of wine connoisseur interested. The local specialty is
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the production of world-class Rieslings, as Finger Lakes wine consistently wins awardsin
international competitions. The Finger Lakes region also contains micro-breweries, featuring
avariety of distilled beverages, including cider and craft beers. The activities available at
these wineries include tasting rooms, tours, gift shops, and dining. These facilities are aso
available for events, such as weddings and live entertainment. The food and wine of the area
is showcased at numerous festivals throughout the year.

Historic Past and Cultural Experience

The area has a vibrant historical past, featuring the birthplace of Women’s Rights in Seneca
Falls; the origins of Memoria Day in Waterloo; and the inspiration of an American classic
movie- It’s a Wonderful Life. Seneca County’s offers more than 20 museums throughout the
areato highlight its historical past. For example, the history of Women’s Rights can be
explored at the National Women’s Hall of Fame, the Elizabeth Cady Stanton House, and
Women’s Rights National Historical Park, to name a few. Other historical sitesand
monuments offer insight into America’s military past, displaying artifacts from abandoned
bases and battlegrounds that played major rolesin the Revolutionary War, Civil War, and
World War I1.

The area hosts numerous historical societies, galleries, and libraries. The military history of
the area can be explored at the Sampson State Park Military Museum, National Memorial
Day Museum, and the American Civil War Memorial. The area often host war reenactments
to further illustrate its historical past. Other museums focus on the Finger Lakes and the
agricultural significance of the area. Also, the Waterloo Library is one of the oldest libraries
in New York State (constructed specificaly as alibrary), founded in April 1875. It is housed
in a Queen Anne Victorian-style building, featuring the Terwilliger Museum in an annex,
which focuses on the history of Waterloo with photographs and maps.

Shopping

For shopping, the area features the Waterloo Premium Ouitlets as well as various other
unigue options. Waterloo Premium Outletsis located in Waterloo, NY/, less than five miles
from the proposed casino development site. The outlet mall features over 100 stores,
including top brands such as Aeropostale, American Eagle, Brooks Brothers, Nike Factory
Store, Tommy Hilfiger, and Under Armour. In addition to fashion, the mall offers shoe
store, fine leather shops, accessories and jewelry, housewares, and specialty gifts. The mall
offersten food & beverage outlets, including the Sun Garden Grille, Quality Cafe, and
China Express.

Antiques are another reason folks come to Seneca County, with about ten mom-and-pop
shops to choose from. The area is also dotted with specialty shops, often featuring flowers
and other local produce.

Lodging

Lodging aternatives include campgrounds with cabins/cottages, Bed & Breakfast (B&B)
boutiques, and the more mainstream hotels and motels. The Waterloo Harbor Campground,
Sned-Acres Family Campground, Canal Side Experience, and Oak Orchard are afew of the
more popular campgrounds.
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There are nearly 20 B& B choicesin the area. The B& B offering takes advantage of
historical architecture, such as the 1824 Federa-style VanCleef Homestead and the
Victorian-era Barrister’s in Seneca Falls. These B&B boutiques often showcase local
agricultural products, such as wine and cheese.

Based on information obtained from Smith Travel Research, there are 46 hotelsin the
market offering approximately 2,555 rooms, an average of 56 rooms per hotel. Including the
hotels under construction, the market has added five hotelsin the last five years, increasing
the room count by 400 rooms or 18%. The new hotels include one economy class (69-room
Microtel 1nn), three upper midscale (81-room Hampton Inn; 79-room Holiday 1nn Express
Geneva; 75-room Holiday Inn Express Canandaigua), and one upscale (92-room Hilton
Garden Inn Auburn) offering. Thus, al the new hotels are branded and modestly larger than
the market average.

This market is heavily weighted with economy and midrange (including upper midscale)
offerings, comprising 95% of the total rooms. Roughly 40% of the rooms in the economy
class are related to small, independently-owned hotels. The upper midscal e offering includes
such popular brands as Hampton Inn, Holiday Inn, and Holiday Inn Express. This class also
includes several independently-owned hotels, the largest of which is the 134-room Inn on
the Lake. There are only three upscale hotels, two of which are small independents, situated
to take advantage of area’s scenic attractions. The only branded upscale hotel is the 92-room
Hilton Garden Inn in Auburn.

Weather

The weather in the Seneca County area offers four distinct seasons featuring mild, wet
summers and cold, snowy winters. The average high temperature in the summer peaks in
July at only 80 degrees, while the nights are very pleasant with average lows in the low 60
degrees. The average low temperature bottoms-out in January at 16 degrees, while the high
only reaches 31 degrees. The spring and fall months are very pleasant with mild
temperatures.
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Seneca County Tempature Range

—
16 18

- Average High -— Average Low

While precipitation is prevalent throughout the year, the summer months are wettest, while
the winter months are the driest. Average precipitation peaks at 3.67 inches in June,
compared to the annual low of 1.55 inchesin February. The months of May through October
all show precipitation above three inches. Precipitation falls below two inches for the
months of January and February. The precipitation in the winter months s, of course, in the
form of snow, equating to roughly 35 inches of snowfall per year, somewhat less than the
average for the New York asawhole.
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Economic & Demographic Review of Key
Feeder Markets

The local adult population within atwo-hour drive time emanating from the site will be the
primary source of visitation for the resort. The demographics and economicsin the region
are therefore akey consideration. This market captures four major metropolitan areas
(MSAYS), including one of the largest citiesin the country - Buffalo. The other MSAs are
Rochester, Syracuse and Binghamton, NY . Rochester and Syracuse are particularly relevant
as the subject development site sits in between these cities, with easy access viathe New
York Thruway. Thus, Lago Resort & Casino iswell positioned to tap both these major
markets, a best of both worlds situation. Other larger population pockets in the market
include Ithaca, Auburn, Utica, Watertown, and Rome.

The demographics including the population, adult population, and incomes were eval uated
using a Geographic Information System (“GIS™) that queried the population within 30, 60,
90, and 120-minute drive times from the proposed location. As can be seen in the
accompanying map, drive times extend east to west including the catchment areas of the
major population bases located in Syracuse, Rochester and Buffalo.

Gamer Population within Two-hour Drive Time

Casino Niagara
Fallsview|Casinoz =%

Sl X @ Subject Property
72)| @ outofState

e Racino

A Native American Casino

| 2013 Gamer Population (21+) |
@ 1Dot=150
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The following is adiscussion of the population economic metrics including income levels.

Total Population

Tota population was estimated at 3.3 million for the greater market in 2013. The count is
expected to remain relatively flat over the next five years. Note the growth rate for the New
York State and the U.S. average was 0.3% and 0.7%, respectively.

The innermost ring (0-30 minutes) is forecast to have atotal population of 159,000 or 4.8%
of thetotal, and extend to the suburbs of both Syracuse and Rochester. The count jJumpsto
1.2 million (36% of the total) for the 30-60 minute ring and includes the urban areas of the
two major cities. The 60-90 minute ring is expected to have atotal population base of
approximately 809,000 people and account for 24.6% of the total. This includes the cities of
Ithaca and Utica. The 90-120 minute ring extends to Buffalo and includes a projected
population of 1.1 million. This segment accounts for 34.6% of the total population base.
Overal, growth has remained flat and is not expected to increase significantly.

As discussed, the real potential liesin the 30-60 mile radius, the home of the bulk of the
Rochester and Syracuse population. This market segment accounts for 36% of the total with
1.2 million people, making it the largest segment. Having two major population centersin
close proximity should ssimplify the market strategy. It is always advantageous to be able to
hone marketing efforts to just afew specific population centers, thus focusing on a specific
demographic profile.

Total Population

% of
Market Segments 2010 2013 AAG 2018 Total
0-30 Minute 161,867 160,632| -0.25% 159,233 4.8%
30-60 Minute 1,175,374 1,176,796 0.04%| 1,181,563| 36.0%
60-90 Minute 805,135 806,368 0.05% 809,810 24.6%
90 -120 Minute 1,142,613| 1,138,347| -0.12%| 1,135,395 34.6%
0-120 Minute 3,284,989 3,282,143 -0.03%| 3,286,001 100.0%
New York State 19,378,102| 19,560,723 0.31%]| 19,851,333
U.S. 308,745,538| 314,861,807 0.66% | 325,322,277
Source: Applied Geographic Solutions

Adult Population

It is estimated that roughly 74.0% of the population in the greater market will be 21 years of
age and older by 2018. This proportion isin line with New Y ork state as a whole and
modestly higher than the U.S. average of 72.4%. The adult proportion for the greater market
is expected to remain relatively flat at 2.4 million adults.

Importantly, the greater market area shows an older age demographic relative to the national
average. In addition, the overall percentage of adultsis expected to increase over the next
five years. Therefore, while the overall population base is expected to remain relatively flat,
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the number of adultsin the market is expected to show meaningful growth. For example, for
the key 30-60 minute segment, the gamer population is expected to increase an average of
approximately 1.8% per year, resulting in roughly 12,700 additional adults of gaming age.
The growth rate for the 60-90 minute segment is even higher at 2.2% per year.

Gamer Population (21+)

% of
Market Segments 2010 2013 AAG 2018 Total
0-30 Minute 115,047 119,575 1.30% 119,691 75.2%
30-60 Minute 806,197 850,833 1.81% 863,528 73.1%
60-90 Minute 552,566 591,092 2.27% 602,003 74.3%
90 -120 Minute 822,551 839,336 0.68% 845,984 74.5%
0-120 Minute 2,296,361| 2,400,836 1.49%| 2,431,206 74.0%
New York State 13,505,149 14,426,553 2.22%| 14,775,225 74.4%
U.S. 196,900,078| 226,454,062 4.77%) 235,471,232 72.4%

Source: Applied Geographic Solutions

Income

The Average Annual House Income (“AAHI”) for the greater market is estimated to reach
approximately $69,100 by 2018; dlightly less than the U.S. average. The segments with the
highest averages fall between a 30 and 90 minute drive. These segments encompass the
major markets of Rochester and Syracuse.

In addition, income levels are expected to show solid growth over the next five years,
increasing from an average of $64,300 in 2013 to $67,200 by 2018, an average increase of
1.5% per year. In comparison, income levels for the state and nation as awhole are only
expected to increase 1.2% and 0.6%, respectively. This growth in income levels will
trandate into gaming revenue growth as disposable income increases proportionately. The
growth will be realized as “win per visit” increases on a year over year basis. In other words,
each visitor’s per trip budget will grow in proportion to their increase in disposable income.

Average Annual Household Income
% of US
Market Segments 2010 2013 AAG 2018 Average
0-30 Minute $54,432 | $57,364 | 1.76% | $61,596 85.6%
30-60 Minute $63,541 | $66,666 | 1.61% | $71,163 99.0%
60-90 Minute $62,198 | $65,489 | 1.73% | $70,305 97.8%
90 -120 Minute $58,743 | $62,101 | 1.87% | $67,196 93.4%
0-120 Minute $61,086 | $64,331 | 1.74% | $69,109 96.1%
New York State $76,471 | $81,625 | 2.20% | $86,776 120.7%
u.s. $66,397 | $69,637 | 1.60% | $71,917 100.0%

Source: Applied Geographic Solutions
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Lago Resort & Casino Application Exhibits

Submit as Exhibit VIIl. A.8.c. copies of securities analysts’ and credit rating agencies’ reports for
the past three (3) years, if any, covering any Financing Source.

EXHIBIT VIII.A.8.c DOCUMENTATION OF FINANCIAL SUITABILITY AND RESPONSIBILITY
CONFIDENTIAL

See attached recent securities analyst and credit rating agency reports!.

Securities analyst coverage is favorable to Credit Suisse. See the chart below.

Summary of current equity research

Broker Analyst Research Date Rating
Societe Generale Lim, A 13 Jun '14 Hold
Citi Lakhani, K 12 Jun '14 Buy
Goldman Sachs & Co. Omahen, J 04 Jun '14 Buy
UBS Brupbacher, D 03 Jun 14 Buy
BofA Merrill Lynch Helsby, M 29 May '14 Hold
Deutsche Bank Research Spick, M 25 May '14 Buy
Barclays Sigee, J 12 May '14 Buy
Nomura Peace, J 02 May 14 Buy
Commerzbank Corporates & Mkts Dunst, M 23 Apr'14 Hold
RBC Capital Markets Swaffield, F 17 Apr'14 Buy
Jefferies & Co. Fall, O 17 Apr'14 Buy
Exane BNP Paribas Davies / Tibergh 16 Apr'14 Buy
Santander GBM Faure, A 14 Apr'14 Buy
HSBC Global Research Murphy, R 14 Apr'14 Hold
Macquarie Research Brown, P 20 Mar '14 Hold
JPMorgan Abouhossein, K 18 Mar '14 Sell
Morgan Stanley Van Steenis, H 21 May'14 Hold
Ratings category % of total
Buy 58.8%
Hold 35.3%
Sell 5.9%

Note: Represents selected brokers.

1 Due to the volume of material, only recent securities analyst and credit agency reports are

included. Additional reports can be provided if necessary.
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Credit Suisse's corporate credit rating compares favorably to other global financial institutions.
See the chart below.

Moody's Standard & Poor's Fitch
Credit Suisse Al A A
Bank of America Merrill Lynch Baa2 A- A
Barclays Capital A3 A- A
Citigroup Baa2 A- A
Deutsche Bank A2 A A+
Goldman Sachs Baal A A
HSBC Aa3 AA- AA-
JPMorgan Chase A3 A A+
Morgan Stanley Baa2 A- A

UBS A2 A A
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RBC Capital Markets

RBC A

April 17, 2014

Credit Suisse Group AG

Wealth Management the attraction

Our view: While Q1 14 results were somewhat mixed, we view the long
term drivers of the investment case as intact. Growth in WMC should be
driven by cost reduction and lending growth. We expect capital generation
to give scope for dividend growth in 2014-16. The valuation screens
attractive at current levels.

Key points:
Investment Bank weakness - some one off issues

While the IB was the key reason for the Q1 14 miss there were some one-
off factors, including a change in compensation accruals. We have revised
our pre-tax forecasts down for the IB some 8-9% over 2014-16 given the
difficult revenue environment. The debate remains on the ROE - while CS
has reported a 21% ROTE in Q1 14 in the Strategic IB this would fall to 10%
on a 5% leverage ratio highlighting the continuing debate about capital
and returns in the IB.

WMC - some hright spots

We see the PB&WM division as the key attraction of the shares relative to
the sector. Q1 14 saw WMC come in slightly above consensus for the first
time in some quarters. The positive were strong net new money and very
good cost control so that the pre-tax return on invested assets rose from
23bp to 29bp Q1/Q1. While there was disappointment in NIl we would
note that gross margin ex NIl was stable Q1/Q1. We have left our forecast
unchanged and expect some improvement in revenues in H2 given the first
evidence of the success of its increased lending focus as well as progress
on cost reduction. We forecast pre-tax CAGR of 15% over 2014-16.

Capital - still expect DPS growth

We expect the increase in RWAs seen in Q1 to be offset by reduction
in legacy assets, seasonal factors and methodology changes so that we
continue to see scope for a significant rise in DPS in 2014 and a 11% B3
CET1 ratio. Litigation charges remain a risk although total provisions are
CHF2.3bn as of end 2013. In addition CS appears to have lower risk than
peers in LIBOR and FX investigations in our view.

Valuation

Our forecasts move down 5-6% for 2014E-16E EPS. This is driven by
downgrades in the Investment Bank with our forecasts for the more highly
rated PB&WM unchanged. We have kept our price target at CHF33ps
as we have already valued the IB conservatively in our model. This uses
a sum of the parts valuation and also a group based valuation using
2015E, discounted back one year. The price target assumes 1x TBV for the
Investment Bank and 12x for the PB&WM divisions.

RBC Eurape Limited

Fiona Swaffield (aAnalyst)
+44 20 7029 0785
fiona.swaffield@rbcecm.com

Outperform
VX: CSGN; CHF 27.42

Price Target CHF 33.00

WHAT'S INSIDE

[ Rating/Risk Change
[ In-Depth Report

[ Preview

Scenario Analysis*®

[1 Price Target Change
[ Est. Change
¥ News Analysis

Downside  Current Price Upside
Scenaria Price Target Scenario
4 T T T T #
25.00 27.42 33.00 38.00
+ 5% +24% +42%
*Implied Total Returns
Key Statistics
Shares O/S (MM): 1,587.2  Market Cap (MM): 43,521
Dividend: 1.00 Yield: 3.6%
RBC Estimates
FY Dec 2013A 2014E 2015E 2016E
EPS, Adj Diluted 2.12 2.46 3.25 3.86
Prev. 2.53 3.44 4.08
P/AEPS 12.9x 11.1x 8.4x 7.1x
TBVPS 20.64 21.90 23.50 26.00
P/TBVPS 1.3x 1.3x 1.2x 1.1x
ROE, Adj 8.0% 11.6% 14.4% 15.7%
Prev. 10.2% 11.7% 14.9% 16.1%
DPS 0.70 1.00 1.30 1.50
Div Yield 2.6% 3.6% 4.7% 5.5%

EPS, Adj Diluted: Excludes DVA and restructuring costs from EPS, adj

ROE
Allvalues in CHF unless otherwise noted.

Priced as of prior trading day's market close, EST (unless otherwise noted).
For Required Non-U.S. Analyst and Conflicts Disclosures, see page 112
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Target/Upside/Downside Scenarios

Exhibit 1: Credit Suisse Group AG
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Source: Blaomberg and RBC Capital Markets estimates for Upside/Downside/Target

Target price/ base case

Our price target of CHF33 is based on 2015 forecasts
discounted back one year at 9.7%. We use a sum of the parts
model as well as an ROE, price to book model.

Upside scenario

For our upside scenario, we consider a share buyback of excess
capital above a 11% B3 CET1 ratio and do not adjust for
regulation, arriving at a value of CHF38.

Downside scenario

For our downside scenario, we assume a price to TBV of
the investment bank of 0.5x and a PE of 10 for wealth
management and this equates to a value of CHF25, if we
discount back one year at 9.7%.

April 17, 2014

Credit Suisse Group AG

Investment summary

CS screens goad value if we consider the strategic units
(PE 8.5x 2014) and the key issue over 2014-15 is for this
drag of the Non Strategic Units to be reduced, which should
underwrite earnings growth. At the same time we expect
growth in Wealth Management to be driven by cost savings
combined with some improvement in revenue growth (15%
CAGR 2013-16E). While fixed income is some 20% of group
revenues, so is equities so there is some offset to current
difficult trends in fixed income. While the Investment Bank at
CS remains 42% of TBV by end 2015E this is not valued highly
and our price target of CHF33ps is 1x TBV on the Investment
Bank and a PE of 12x on the Non Investment Bank using 2015E.
With a return to a decent cash dividend in 2013 (yielding
2.6%), we expect dividend growth and a yield of 4.7% in 2015.

Fiona Swaffield +44 207029 0785; fiona.swaffield@rbccm.com 2
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Forecasts and Valuation

While there were some issues in the Q1 14 results on costs and revenues in the Investment
Bank on closer inspection there are some offsets that limit the overall downgrades. Overall
the downgrades are driven by the Investment Bank, which we would argue is more lowly
rated and the changes in the higher rated PB&WM combined division are minimal in
2014/15. In the Strategic Investment Bank we have moved down our pre-tax forecasts by 8-
9% over 2014-16. As a result overall EPS forecasts (ex realignment costs and DVA) moves
down by 5-6% for 2014-16. Another way to present this is the EPS of the Strategic Units,
which moves down by 4.5% in 2014, 6.8% for 2015 and 6.9% for 2016 driven by the
reductions assumed in the Investment Bank.

Exhibit 2: CS — New and Old estimates

CHFm
Pre-tax strategic

Pre-tax non strategic unit

Pre-tax NSU ex realigment & DVA

Group Cost base ex realignment
Group Revenues ex DVA

Per share Metrics (CHF)
EPS Continuing Operations (Diluted)

EPS ex DVA and Realignment costs

EPS strategic unit
EPS Non strategic unit Cont ops

Strategic Unit Pre-tax (CHFm)
Wealth Management Clients
Corporate and Institutional Clients
Asset Management

PB&WM Strategic

Investment Bank Strategic
Corporate Centre Strategic

Core Results - Strategic

Source: RBC Capital Markets estimates

old old old New New New % ch % ch % ch
2014E 2015E 2016E 2014E 2015E 2016E 2014E 2015E 2016E
7,396 8,395 9,225 7,047 7,981 8,753 (4.7) (4.9) (5.1)
(2,140) (1,405) (180) (2,082) (1,405) (180) (2.7) 0.0 0.0
(1,530) (705) (180) (1,390) (705) (180)
19,773 19,125 19,215 18,759 18,555 18,855 (5.1) (3.0) (1.9)
25,894 26,965 28,395 24,655 25,981 27,563 (4.8) (3.6) (2.9)
2.20 3.11 4.08 2.09 2.92 3.86 (5.0) (6.1) (5.4)
2.53 3.44 4.08 2.46 3.25 3.86 (2.8) (5.5) (5.4)
3.33 3.84 4.23 3.18 3.58 3.94 (4.5) (6.8) (6.9)
(1.06) (0.66) (0.08) (1.09) (0.66) (0.08) 2.8 0.0 0.0
2,338 2,770 3,215 2,338 2,706 3,108 0.0 (2.3) (3.3)
993 1,070 1,120 934 1,070 1,120 (5.9) 0.0 0.0
538 585 630 606 625 655 12.6 6.8 4.0
3,869 4,425 4,965 3,878 4,401 4,883 0.2 (0.5) (1.7)
3,880 4,315 4,605 3,574 3,925 4,215 (7.9) (9.0) (8.5)
(353) (345) (345) (405) (345) (345) 14.7 0.0 0.0
7,396 8,395 9,225 7,047 7,981 8,753 (4.7) (4.9) (5.1)

April 17, 2014

Price Target unchanged at CHF33ps

We have left our price target unchanged however in spite of our reduction in forecasts at
CHF33ps. This is due to the fact that on a sum of the parts basis we have been relatively
conservative especially with respect to the drag of the Non Strategic Units where we had
previously assumed the drag in perpetuity on the 2015 basis including realignment costs.
Certainly on our current revised forecasts a simple price to book model (for the group ex
realignment costs) as well a sum of the parts points to a CHF33ps valuation using 2015
forecasts, discounted back one year. We would also note that we have allocated capital at a
relatively high CET1 ratio across the divisions and assume a close to 12% CET1 ratio which
means we do not value a significant amount of excess capital in 2015 relative to the 12.1%
B3 CET1 forecast by that year. While this is higher than the 11% B3 CET1 target assumed by
the company in absolute terms this is CHF2.2bn. This is not far from the contingent liability
for potential future litigation provisions so while this is a cautious capital allocation given
continued litigation risk we see it to be appropriate.

Fiona Swaffield +44 207029 0785; fiona.swaffield@rbccm.com 3
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Exhibit 3: CS sum of the parts 2015E

Credit Suisse Group AG

Alloc Cap
Pre-tax Tax Net Avg. Allocated on CoreT1 Return on Cost of Implied Implied Per

ex rest charges Income RWA's Capital t Basis of Alloc Cap Equity 2 Value ? PER Share
(CHF) (m) (%) (m) (m) (m) (%) (%) (%) (m) (x) (CHF)
Wealth Management 2,706 27.6 1,959
Asset Management 625 27.6 453
Corporate and Institutional Client 1,070 27.6 775
PB&WM 4,401 27.6 3,186 99,000 14,850 15.0 215 9.0 39,946 12.5 25
Investment Bank 3,925 27.6 2,842 140,000 14,000 10.0 203 11.0 25,836 9.1 16
Corporate Centre -345 27.6 -250 14,000 1,400 10.0 -17.9 10.0 -2,500 10.0 -2
Total Strategic 7,981 27.6 5,778 253,000 30,250 12.0 19.1 63,282 11.0 39
Non Strategic result ex realignment costs -705 -530 10,000 1,000 10.0 10.0 -5,300 10.0 -3
Sum of Strategic and Non Strategic 7,276 5,248 263,000 31,250 11.9 16.8 9.7 57,982 11.0 36
Excess Capital 604 604 -
Group (ex realignment costs) 7,276 28.1 5,248 263,000 31,854 12.1 16.5 58,586 36

Discounted back one year

1. Allocated on our assumptions

2. Divisional cost of equity

3. Based on a price to book ROE model
Source: RBC Capital Markets estimates

33

April 17, 2014

Traditionally we have looked at the Swiss banks in terms of price to book on the Investment
Bank and PE for the Non Investment Bank. With the creation of the Non Strategic Units this
has become a bit more complicated, as illustrated in the exhibit below, showing the EPS of
the sub divisions. We also need to allocate the NSUs to the divisions and have split them
50/50 between the PB&WM and IB/CC for some time. We calculate the TBV of the Strategic
Investment Bank to be CHF10 ps (CHF140bn of RWAs at 11% B3 CET1 ratio). This is some 42%
of 2015E group TBV. We also see the EPS of PB&RWM to be CHF1.90ps 2015E allocating 50%
of the NSU to it. On this basis we would think that there is a discount in the current share
price for the sum of the parts. For example, if we were to strip the IB out of the IB at TBV it
would imply that the rest of the bank traded at 9x 2015E earnings, which is low given the
high PE nature of the PB& WM division. Alternatively at 0.5x TBV for the Investment Bank the
PE of PB&WM is 12x 201E. Our share price target of CHF33ps implies a Price to TBV on the IB
of 1x and a PE of 12x on PB&WM for 2015E, which we believe is fair. On a group basis it
implies a P/TBV of 1.4x 2015E for an ROTE of 14.4% relative to a cost of equity of 9.7%. As a
result we can see value in the shares at current levels. The issue of course is that the market
seems reluctant to give CS the credit for returns in the Investment Bank given the structural
issues facing fixed income in general and uncertainty regarding final leverage ratio rules in
our view.

Exhibit 4: CS EPS split by Divisions and SOP scenario

CHF 2014E 2015E 2016E
EPS Strategic Units 3.18 3.58 3.94
EPS PB&WM 1.75 2.07 2.20
EPS IB and CC 1.43 1.51 1.74
EPS NSU ex realignment costs -0.73 -0.33 -0.08
EPS ex realigment 2.45 3.25 3.86
TBV Strategic IB (CHF ps) 10 10 10
EPS PB/WM post NSU adjustment (CHFps) 1.38 1.90 2.16
PB&WM at 12x PE 17 23 26
Implied IB ps in share price (CHF27.3 share price) 11 4 1
Implied P/TBV IB 1.1 0.5 0.1

Source: RBC Capital Markets estimates

Fiona Swaffield +44 207029 0785; fiona.swaffield@rbccm.com 4
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Key Issues

1. Investment Bank in spotlight

Investment Bank source of miss

The main driver of the Q1 14 pre-tax profit miss in the Strategic Units of 9% relative to
consensus was the Strategic Investment Bank at 12% below consensus expectations.
Revenues were disappointing and 4% below consensus. The mix was different to our
expectations with equities being the most disappointing down 8% Q1/Q1 driven by difficult
trading conditions in Latin America in cash equities. Fixed income fell 21%, which was below
consensus was not far off our expectations with emerging markets and global macro being
the issues. Also key for the division was that while revenues fell 8% in USD Q1/Q1, costs rose
3% in USD terms. This is explained to some extent by a change in compensation accrual
policy and higher deferrals including for eligible early retirements. If we were to adjust for
this the results would be closer to our expectations in our view although with a different mix.

IB ROE discussion continues

In Q1 14 CS has changed its methodology somewhat to allocate equity based on a leverage
ratio as well as a B3 CET1 basis. For the Strategic Investment Bank the ROE was 21% on this
basis in Q1 14 (down from 27% in Q1 13). CS obviously point to this as a decent return.
However, we would point out that the use of leverage does not make that much difference
as it assumes a 2.4% leverage ratio and the gap between that and 10% B3 is only about
EUR1bn of equity so this new method dilutes ROE by some 100bp on our calculations. For
example, if we instead allocated equity as a % of total exposure at a 5% leverage ratio then
the ROE would fall to 10.4% for the quarter in the Strategic IB. While it is harsh to assume
that there is no contingent capital in the leverage ratio it does illustrate the point that higher
leverage requirements would pressure returns. The updated bubble charts on the product
returns in the Investment Bank in Q1 14 do also highlight that Prime Services and Global
Macro see the most drag from the leverage ratio lens even if only 2.4% is being used and are
as a result not especially high return. The other take-away from the bubble charts on product
returns is that in Q1 14 the ROE in the fixed income products is higher than in equity
products (although for the last 12 months that is not the case). This highlights the fact that a
further downsizing of fixed income (asides from Global Macro) would hurt the pre-tax profit
and goes a long way to explain why CS has not announced any further cuts at this stage.

2. Wealth Management Trends — some bright spots

Net margin is the key

A key issue at CS has been disappointment in WMC in recent quarters with limited revenue
growth and relatively slow progress on cost reductions. In Q1 14 the sluggish revenue growth
theme continued but more progress on costs meant that the pre-tax return on invested
assets (net margin according to CS) improved from a low 23bp in Q1 13 to 29bp for Q1 14. As
a result pre-tax was some 3% above consensus expectations. This is positive in our view
although the trends in revenues are a concern this is more driven by the low interest rate
environment than anything else and should reverse in H2 14. In addition there were early
signs of traction on the push to drive higher lending with CHF3.4bn of lending in WMC in the
quarter, of which CHF2.2bn was to UHNWI. CS has stated that this is high margin business at
100bp so over time this should boost the margins especially UHNW which is some 50bp gross
margin vs the 104bp overall gross margin. Cost progress was encouraging down 8% Q1/Q1l
with cumulative savings in the whole PB&WMC division of CHF630m up from CHF400m at
the 2013 stage, with CHF320m to go. Lastly net new money at 5.4% growth annualised was
much better than our expectations driven by strong flows in Asia (+17% annualised) and
Switzerland.
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Gross margin — all about NII

While we see pre-tax margin as the dominant driver gross margin is still relevant. While the
focus is on the 3bp Q1/Q1 decline in GM we would also point out that excluding NlI, it was
flat with flat recurring fee and transaction margin. We are factoring in 4bp of decline now in
2014 so a little more than the indication but this has been offset by expected lower costs.

Exhibit 5: CS — WMC Gross margin

Bp 2011 2012 2013 2014E Ql13 Q213 Q313 Q413 Ql 14
Recurring fee margin 43 38 38 37 37 38 38 37 37
Net interest margin 46 44 39 35 38 39 39 38 35
Transaction fee margin 33 32 31 30 32 36 28 28 32
Gross margin (Bp) US GAAP 122 114 107 103 107 112 106 104 104
Gross margin ex NIl 76 70 68 67 69 73 66 65 69
Pre-tax Return on Invested assets 24 26 26 29 23 31 26 23 29

Source: RBC Capital Markets estimates

Net new money

One of the bright spots of the Q1 14 results was much higher than expected net new money.
As the exhibit below shows the regional drivers were Asia (17% annualised growth in Q1 14
versus 11% for the full year 2013) and Switzerland where this was the strongest quarter for
some time. Outflows continued in EMEA although the offshore outflows at CHF1.6bn were
somewhat lower than in previous quarters. Given the new lending strategy and CHF2.2bn of
net loans to UHNWI in the quarter and CHF3.4bn overall we would see this as having been a
driver although this would still not explain all of the outperformance even if we were to
assume that all loans were in the Invested asset figure (which would not be the case). As a
result net new money at 5.4% annualised is running above the 3-4% short term target (6%
longer term) although we have not changed our forecasts significantly and assume growth of
3.5% over 2014-16.

Exhibit 6: CS — Net new money development

Growth in Net new assets (annualized) (%) 1Q13 2Q13 3Q13 4Q13 1Q14
Net new assets 3.0 3.9 1.9 0.9 5.4
Other effects 16.2 -10 -1.6 31 1.8
Growth in assets under management (annualized) 19.2 -6.1 0.3 4.0 7.2
Regional Growth in Net new assets (annualised) (%) 1Q13 2Q13 3Q13 4Q13 1Q14
Switzerland 0.5 4.1 -1.1 -2.1 6.8
EMEA 2.0 34 -1.4 -1.2 -0.7
Americas 3.9 0 4.6 2.6 35
Asia Pacific 9.7 10.3 11.9 9.6 17.0

Source: Company Data

Limited change in WMC forecasts

While NII has come in below expectations, comments from CS that the pre-tax margin on
invested assets should be stable to up over the balance of the year are encouraging and
suggest that the Q1 14 cost base run rate is sustainable in our view. As a result while we have
rebased revenues somewhat this has been largely offset by lower costs and our assumptions
of double digit pre-tax growth remain unchanged. We assume a pre-tax return on invested
assets of 29bp in 2014, rising to 31bp in 2015 and 33bp in 2015 versus 26bp reported for
2013.
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3. Costs — compensation accrual masks progress

While there was evidence of cost reduction in PB&WMC this was offset by limited flexibility
in the IB. CS gives a very detailed reconciliation of costs relative to its cost reduction target.
On this basis it puts cumulative savings at CHF3.4bn as at end Q1 14, up from CHF3.1bn as at
end 2013. This is relative to a target of greater than CHF4.5bn by end 2015. This is driven by
higher infrastructure savings and PB&WM savings offset by some drag in the Investment
Bank due to deferred compensation increasing (some CHF150m). Given the number of
moving parts we have also looked at group costs excluding litigation and realignment costs
relative to revenues ex DVA. As shown in the exhibit below this shows that revenues fell 7%
Q1/Q1 but costs underlying only fell 3%. However, it is clear from the disclosure on cash
variable bonus that the accrual rose Q1/Q1 due to a change in the way the accrual was
calculated to be higher in Q1 whereas in 2013 it was evenly spread over the quarters. If we
adjust for this then cost reduction was far more in line with revenues at down 6%. This also
does not adjust for deferred compensation which has risen Q1/Q1 although we do not have
the figures until the full release. We have also not adjusted for exchange rates which would
have flattered costs but also hurt revenues. This does mean that cost progress is encouraging
in our view.

Exhibit 7: CS — Group cost progress

Group Costs - core results (CHFm) Q412 Q113 Q413 Ql14 % ch Q4/Q4 % ch Q1/Q1
Reported costs 5,172 5,191 6,396 5,035 24 -3
of which realignment costs 285 92 200 123 -30 34
of which litigation 227 90 1,365 65 501 -28
Costs underlying 4,660 5,009 4,831 4,847 4 -3
Cash bonus accrual 95 447 446 538 369 20
Costs underlying ex cash bonus 4,565 4,562 4,385 4,309 -4 -6
ofwhichunderlyingcompensation1 2,443 2,990 2,735 2,927 12 -2
of which compensation ex cash bonus 2,348 2,543 2,289 2,389 -3 -6
of which underlying other costs 2,217 2,019 2,096 1,920 -5 -5
Group Revenues ex FVOD 6,003 7,098 6,123 6,589 2 -7
Underlying Cost income ratio 78% 71% 79% 74%

Underlying Cost income ratio ex cash bonus 76% 64% 72% 65%

1. Assumed for Q1 14 that majority of realignment costs were staff cost related

Source: RBC Capital Markets estimates

April 17, 2014

Fiona Swaffield +44 207029 0785; fiona.swaffield@rbccm.com 7



RBC

®

April 17, 2014

RBC Capital Markets Credit Suisse Group AG

4. Capital generation and DPS prospects

Surprise was 5% B3 RWA growth

One of the key issues in the results was that the Basel Ill CET1 ratio was flat in the quarter at
10%, some 20bp lower than our expectations. This is the first quarter for some time that the
ratio has not improved (excluding the litigation charges in Q4 taken post the original Q4
release). The issue has been CHF14bn of RWA inflation, which took some 50bp off the ratio
other things being equal. The rise was largely due to methodological changes. Of the
changes, CHF13.5bn was due to methodology changes. Within this operational risk weighted
assets increased by CHF5.3bn following an increase of CHF6.9bn in Q4 13. The other
methodological changes were on trading book securitisation (largely in NSU), private equity
positions and the mortgage multiplier. Another factor was that falling RWAs in the Non
Strategic Units (CHF3.7bn) have been offset by CHF3.8bn of RWA growth in the Strategic
business, some of which was seasonal.

CHF250bn longer term target unchanged — our forecasts broadly unchanged

CS reiterated its CHF250bn long term RWAs target. Obviously relative to the CHF280bn Q1 14
level this looks relatively aggressive given the assumption of growth in the non Investment
Bank (CHF15-20bn RWAs last given in Q3 13 slide pack). There are a number of moving parts
however. Firstly the NSU RWAs are CHF24bn as some of the methodology changes hit here
too. These are targeted to fall to CHF10bn by end 2015 so a CHF14bn reduction. Secondly CS
is targeting the Strategic Investment Bank to reduce RWAs back to 2013 level by 2014 helped
by some model approvals in H2 14. This is an implied reduction of CHF10bn. The combination
of these two factors should bring RWAs back to CHF256bn by end 2015 other things equal. In
terms of organic growth assumed in RWAs in the Private Bank is would also appear that
CHF15-20bn is too high a figure. CS remains committed to growing loans in WMC but the risk
weighting of this is lower than we expected. For example, in Q1 loans grew CHF3.4bn but this
only led to CHF0.5bn of RWAs so a 15% risk weighting. As a result our assumption of CHF7bn
RWA growth to 2015 in the PB& WM from here is relatively conservative. This gives room for
significant growth in loans as well as some drag from the mortgage methodology change. As
a result we have left our 2015/16 RWA forecasts largely unchanged at CHF263bn in 2016 vs
CHF262bn previously. Obviously this is slightly above the figure the company is targeting but
we had been of the view that model changes could happen.

Dividend — subtle change in wording but leave DPS forecast unchanged

While the RWA inflation was higher than expected in Q1 14 we expect this to come down in
the course of H2 14. On our calculations CET1 should grow to 11% in 2014E while also leaving
room for an increase in the DPS for 2014. This also means that we expect CS to be in line with
its long term target by 2014. CS raised its B3 CET1 target to 11% with the Q1 14 results.
However, it had been talking of running with a 100bp buffer to the 10% so it is not much of a
surprise.

As a result we have left our 2014 DPS assumption unchanged at CHF1ps, up 42% vs 2013.
There was some discussion on the conference call re the subtleties of the changed wording
on the DPS. For example, in the Annual Report the wording on the dividend was ‘ This (the
2013 DPS) is intended to provide a basis for future progression in our dividend payments as
we continue to execute our strategy and resolve legacy issues’. The wording has now
changed in the Q1 14 report to ‘our intention remains to deliver cash returns to our
shareholders at or above 2013 levels’. What is unknown, however, is the extent of further
litigation charges going forward given that the Group’s estimate of the aggregate range of
reasonably possible losses not covered by existing provisions was zero to CHF2.4bn as at end
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2013 vs CHF2.2bn in Q3 in spite of taking significant litigation provisions in Q4 13 of close to
CHF1bn. We have factored in some CHF300m of additional litigation for the rest of the year
and the same for 2015. We would note that CS has not found anything on the FX internal
investigations so it would continue to suggest that this is not a material issue relative to
peers. The remaining litigation risk remains the US DOJ-related cross-border tax matter
where it has taken some CHF700m of provisions to date as well as mortgage related litigation
although settling with FHFA has removed a substantial proportion of this in our view. We do
not see the wording on the DPS as impacting our current forecast although large further
litigation charges over CHF1bn would potentially push the increase out a year. We still see CS
achieving good capital generation due to the PB&WM division over time so this does leave
room for rising dividends.

Leverage ratio progress

Also while the CET1 ratio did not move in Q1 14, the Basel leverage ratio and the Swiss
leverage ratio improved by 20bp as total leverage exposure was broadly stable in contrast to
RWAs and there was some growth in absolute capital due to retained profits and other
factors. Also CS reiterated that there should be some benefit from the Basel rules in January
which it has not included in its number or in its new updated target to reduce total exposure
to CHF1trn longer term some 7% below its previous target. We expect the Swiss leverage
ratio to be 4.6% by end 2015 and 5.2% by end 2016 and this is pre taking into account any
potential benefit to total exposure for definitional changes, which could add 20bp.

Exhibit 8: CS - Leverage ratio forecasts

CHF Bn 2013 Q12014 2014E 2015E 2016E
Basel Ill CET1 26.5 27.9 29.2 319 35.7
High trigger Co-Cos 8.0 8.0 8.0 8.0 8.0
Low trigger Co-Cos 6.0 6.3 8.3 8.3 8.3
Total Co-Cos 14.0 143 16.3 16.3 16.3
of which T1 7.0 8.0 8.0 8.0 8.0
of which T2 7.0 6.3 8.3 8.3 8.3
Total exposure end period 1,130 1,140 1,105 1,038 1,013
Total exposure average look through 1,137 1,124 1,112 1,045 1,020
CET1 leverage ratio 2.3% 2.4% 2.6% 3.1% 3.5%
Tier 1 leverage ratio 2.9% 3.2% 3.3% 3.8% 4.3%
Swiss leverage ratio 3.6% 3.8% 4.1% 4.6% 5.1%

Source: RBC Capital Markets, Company data

5.Drag of the non strategic units

One of the key future drivers at CS has been the expectation of a reduced drag from the Non
Strategic Units. While in Q1 14 there was evidence of a 50% reduction in legacy funding costs
this was offset by larger losses on legacy wind down and rates. This wasn’t so much due to
losses from asset reduction but more due to the fact that the previous periods included
some positive offsets. CS has reiterated that the cost of exiting the legacy Rates and wind
down positions in the IB (CHF16bn of RWAs could be some 2-3% of RWAs, this is some
CHF300-500m). Having said that, this does mean that the drag from the NSUs on an
underlying basis (ex litigation) is likely to be closer to CHF1bn for the year versus a previous
CHF850m loss expectation. This does, however, not change the longer term expectation that
this drag should fall to a relatively low figure as the legacy Rates and wind down portfolios
are reduced.
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Valuation

We value CS an a range of methodologies including a sum of the parts model and a ROE price
to book model. Qur price target of CHF33ps is in line with the sum of the parts model and
our group based valuation. We use 2015E forecasts and discount back one year at a cost of
equity of 9.7%.

Price target impediments

Our price target would not be realised in the event of a significant fall in the equity market given
that equity-sensitive revenues are estimated to be one-third of revenue. Also, CS is sensitive
to moves in the Swiss franc versus the USD, as a larger proportion of revenue are denominated
in USD than costs. A 10% strengthening in the Swiss franc versus the USD would reduce our
forecasts by some 7-10%. CS also faces continued litigation risk, the outcome of which could
impact our price target it is greater than included in our forecasts.

Company description

CS is a leading wealth manager and investment bank. It has a private bank has assets under
management of CHF791Bn end 2013. Its investment bank employs some 20k people globally
and generated approximately $14 billion of revenues in 2013. It also has a high market share
in Switzerland in retail and commercial banking with a number two position. Investment
banking made up close to 40% of pre-tax profit in 2013 with the remaining being from wealth
management, corporate and institutional banking and asset management.
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el Credit Suisse Group
Bl Decleveraging to constrain

Industry View

in-Line divis; Non-core run-off and Key Ratios and Statistics

Reuters: CSGN.VX Bloomberg: CSGN VX

I-bank the key debate SO

Price target SFr 30.00
Shr price, close (Apr 16, 2014) SFr 27.42
What's Changed 52-Week Range SFr 30.54-24.24
Price Target SFr31.00 to SFr30.00 oLl g, @l ) e
Fiscal Year ending 12/13 12/14e 12/15e 12/16e
CS's deleveraging plans should reduce risks over e 25,508 24,972 26,821 28,221
time, but we think the market shouldn’t get ahead of SRR (1A i) 6,039 5969 7,406 8356
itself on divis. Upside is dependent on delivering Modelware EPS (SFr# 233 245 306 346
. . Prior EPS (SFr)* - 259 325 359
on the new i-bank model, ambitious cost targets,
heddi | lient activit in WM Consensus EPS (SFr)§ 2.20 2.58 3.16 3.43
shedding non-core, plus ¢ |oen activity (esp. in ). — 117 112 8.9 79
On ~1.3x TNAV 14e for ~14% ROTE, stay EW. Div per shr (SFY) 0.70 0.85 115 1.50
Div yId (%) 2.6 3.1 4.2 5.5
CS’s deleveraging plans show growing recognition ROE (%) 113 100 118 124
that further deleveraging is required before divis Return on avg tang eqty (%) 132 120 138 143
can grow materially. CS now wishes to shrink its Core tier 1 capital ratio, Basel 3
(%) 99 11.0 122 137
Ieverage exposure by a fu rther 7% and RWAs by a Unless otherwise noted, all metrics are based on Morgan Stanley ModelWare
further 5% (as a resu't Of Operat|0na| nsk and other framework (please see explanation later in this note).
) o ) . . ** = Based on consensus methodology
increases of Sfr13bn). This is consistent with our thesis # = Our pension accounting has changed in ModelWare, which will affect
. . . ModelWare EPS figures for some stocks under coverage. Visit
in our Blue Paper (Mis-allocated resources: why banks R S el e (e G
need to optimise now March 2014) On tOp Of thiS there § = Consensus data is provided by Thomson Reuters Estimates.

e = Morgan Stanley Research estimates

is still uncertainty on final leverage ratios — both the
Swiss ratio (which could drift up to 5%) and GLAC
(loss-absorbing capital ratio). Together we think this
should constrain market optimism on divis.

Core/non-core split is encouraging in the i-bank:
However, we believe the market will want to see more
consistency on revenues, delivery on disappointing
FICC strategy so far, clarity on CS risk to HFT market
structure changes, cost of non-core run-down and lower

litigation before pricing in higher returns. Morgan Stanley does and seeks to do business with

companies covered in Morgan Stanley Research. As
Wealth management performance is key to material a result, investors should be aware that the firm may

upside but trends are mixed. CS net new money and have a conflict of interest that could affect the
cost control showed good trends, but client activity and objectivity of Morgan Stanley Research. Investors

. . should consider Morgan Stanley Research as only a
the ongoing drag from low rates means WM profit trends single factor in makingg their invgstment decision. g
remain adequate rather than solid. e .
For analyst certification and other important
. . disclosures, refer to the Disclosure Section,
Remain EW, prefer UBS, LLOY, ING, Bankia, ISP, located at the end of this report.
UCG, LSE. We reduce our EPS by 4-6% fOf 2014-16. += Analysts employed by non-U.S. affiliates are not registered with FINRA, may not be

associated persons of the member and may not be subject to NASD/NYSE restrictions on
communications with a subject company, public appearances and trading securities held by a
research analyst account. 1 6
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Credit Suisse (CSGN.VX, Equal-weight, PT SFr 30)

We believe WM, operational leverage & non-core key to upside

SFrd5
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+ Price Target (Apr-15)

SFr40.00 (+46%)

SF27.42 SFr30.00 (+9%) ¢

SFr21.00 (-23%)

Apr-13 Oct-13 Apr-14 Oct-14 Apr-15

=== Historical Stock Performance e Current Stock Price

Source: Thomson Reuters (historical share price data), Morgan Stanley Research estimates

Weighted price target:

We apply a 70% weight to our base case, 15% to our bull case and

SFr 30 15% to our bear case to reflect our view of the skew of risks.

Bull 1.9x bull Stronger returns from revenue recovery and greater

Case TNAV 2014e cost-saving delivery

SFr 40 Wealth Management sees continued strength in net new money at
5-6% in 2014-16e, with good market performance levels and
margins of 107-109bp. Asset Management sees a good market
performance.
Cost of equity is 11% with a long-term growth rate of 3.5%, a
sustainable ROTE of 17% and a theoretical P/TBV of 1.8x.

Base 1.4x base Weaker revenues in the i-bank and subdued improvement in

Case TNAV 2014e WM but offset by cost saves

SFr 30 Wealth Management sees net new money growth at 4-5% in
2014-16e, with margins at 105-107bp. IB sees reported revenues
in 2014 down ~5% YoY. To reach our valuation we use a P/BV
multiple based on an adjusted Gordon growth model (which is our
primary method, and looks at longer-term earnings power of the
franchise).
Cost of equity is 11.3% with a long-term growth rate of 2.5%, a
sustainable ROTE of 14.8% and a theoretical P/TBV of 1.4x.

Bear 1.0x bear Recovery does not last and IB revenues are weaker.

22521 TNAV 2014e  \wealth Management sees flattish flows in 2014-16e, margins at

v

100-103bp with limited performance and a higher comp ratio.
Asset Management sees a fall in margins and weaker net new
money with weaker i-bank revenues.

Cost of equity is 11.5% with a long-term growth rate of 1%, a
sustainable ROTE of 13% and a theoretical P/TBV of 1.1x.

Why Equal-weight?
* We believe CS has several levers to
improve returns via private banking
strength and i-banking gearing, as
well as an aggressive cost-saving
plan. But, we are below the street on
2014-15 EPS.
CS has de-levered decisively,
improving its group leverage ratio to
3.7% and we expect it to improve
further, potentially able to meet higher
minimum requirements if needed or
issue further cocos.
-The performance of the private bank
remains an important source of
earnings strength. However, CS
continues to underperform UBS on
gathering new money, while WM
margins are subdued due to high
levels of cash. An increase in risk
appetite could leverage returns.
‘We see strength in the investment
bank through underwriting, advisory
and equities, but questions remain in
FICC, especially post Basel 3 and
given lower for longer rates, migration
of OTC, etc. Also, we think the
operational leverage of the mid-sized
FICC franchise is a challenge, we feel.
«-Valuation on ~1.3x TNAV 2014e is
undemanding for ~14% ROTE, but we
prefer UBS instead on stronger capital
and focus on A&WM.

Key Risks to Our Price Target

¢ Market developments and changes in
risk aversion could lead to higher or
lower i-banking revenues, gross
margins in WM and AUM, as reflected
in our bull and bear case earnings and
multiple.

Catalysts

e 2Q14 results due July 17, 2014
* News on litigation
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Valuation methodology and risks

We reduce our price target to SFr30 from SFr31 as we reduce
our 2014-16e EPS by 4-6% on lower i-bank revenues and WM
gross margins, offset somewhat by stronger net new money
and costs.

We value CS on 2014e TNAV and use a sustainable ROTE of
14.8% in our base case. Our bull case assumes greater ROTE
from hitting CS’s ROE target of 15% and stronger market
recovery, while our bear case assumes lower returns if
revenues deteriorate. Our base case fair value is SFr 30, our
bull case is SFr 40 and bear case SFr 21. Our valuation is
driven mostly by 2014e TNAV, which is SFr 21.4. Our base
case sustainable ROTE is 14.8%, CoE 11.3%, and long-term
growth of 2.5%.
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Exhibit 1
EPS changes

CS EPS (SFr) New Old % Change
2014e 2.45 2.59 -5.5%
2015e 3.06 3.25 -5.8%
2016e 3.46 3.59 -3.7%

Source: Company Data, Morgan Stanley Research

To reach our valuation, we first use a P/BV multiple based on
an adjusted Gordon growth model (which is our primary
method (65% weighting, and looks to the longer-term earnings
power of the franchise). Second, we test with a SoP (using
market multiples), although this is not the primary driver (5%
weighting). Third, we check with a one-year forward P/E (30%
weighting) based on peers and historical trading ranges. To
reach our price target, we apply weightings to the resulting bull
(15%), base (70%), and bear values (15%) to reflect our view
on the relative probability of risks.

Key risks to our price target: We see upside and downside
risks from credit markets, equity market levels and volumes,
FX, the macro and regulatory environment, as well as
execution risk and risk management.

Exhibit 2
CS: deriving our SFr 31 price target
Base Bull Bear
Case Case Case
MW EPS
2007 4.58 4.58 4.58
2008 -11.44 -11.44 -11.44
2009 6.12 6.12 6.12
2010 4.42 4.42 4.42
2011 1.89 1.89 1.89
2012 2.19 2.19 2.19
2013 2.33 2.33 2.33
2014e 2.45 2.82 1.63
2015e 3.06 3.61 1.76
2016e 3.46 4.08 191
08 Tang BV 15.9 15.9 15.9
09 Tang BV 21.4 21.4 21.4
10 Tang BV 19.6 19.6 19.6
11 Tang BV 17.8 17.8 17.8
12 Tang BV 18.1 18.1 18.1
13 Tang BV 19.7 19.7 19.7
14e Tang BV 21.4 21.8 20.6
15e Tang BV 23.4 24.3 21.3
16e Tang Bv 25.9 27.4 22.2
Valuation
SOP PT 29 39 20
Sustainable ROTE 14.8% 17.0% 13.0%
Cost of Equity 11.3% 11.0% 11.5%
Growth 2.5% 3.5% 1.0%
Theoretical P/B 14 1.8 1.1
Implied PT on P/14e TBV 30 39 24
P/E multiple on 15e 10.0 12.0 9.0
Implied value per share on P/E 31 43 16
[Implied Price 30 40 21
Up/(Down)Side 12% 51% -22%
Implied 15e P/E 9.8 11.2 12.0
Implied 14e P/TB 1.4 1.9 1.0
Weight 70% 15% 15%
[Price target (weighted) 30]
Source: Morgan Stanley Research estimates
3
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Exhibit 3
Credit Suisse P&L Forecasts

% Change
1Q14  2Ql4e  3Ql4e  4Q1l4e FY12 FY13 FYl4e FY15e FYl6e FY12 FY13 FYl4e FY15e FYl6e
Stated P&L (SFr mn)
TOTAL REVENUES 6,469 6,240 6,005 6,156 23,310 25,217 24,871 26,581 27,981 ()] 8 1) 7 5
Total Expenses 5,035 4,883 4,763 4,892 21,314 21,547 19,573 20,026 19,731 4) 1 ) 2 1)
Compensation and Benefits 3,042 3,039 2,905 3,014 12,741 11,525 12,000 12,490 11,982 (5) (10) 4 4 4)
G&A 1,993 1,844 1,858 1,878 8,507 9,988 7,573 7,536 7,749 4) 17 (24) (0) 3
GROSS OPERATING PROFIT 1,434 1,357 1,242 1,264 1,996 3,670 5,298 6,555 8,250 (31) 84 44 24 26
Loan Loss Provisions 34 34 34 34 170 166 136 139 134 9) ) (18) 2 (4)
PRETAX PROFIT 1,400 1,323 1,208 1,230 1,826 3,504 5,162 6,416 8,116 (33) 92 47 24 26
Tax 543 367 335 341 464 1,276 1,585 1,782 2,258 (28) 175 24 12 27
Minority Interest 13 13 13 13 34 47 52 52 52 (73) 38
NET PROFIT 859 943 861 877 1,349 2,338 3,539 4,597 5,821 (31) 73 51 30 27
Underlying P&L (SFr mn)
one off gains (losses) (79) 60 60 60 1,909 291 101 240 240 (308) (85) (65) 138 0
Underl. Revenues 6,390 6,300 6,065 6,216 25,219 25,508 24,972 26,821 28,221 4 1 2 7 5
other one-offs 181 175 175 175 1,243 2,244 706 750 0 (6) 81 (69) 6  (100)
Underl. Expenses 4,854 4,708 4,588 4,717 20,005 19,303 18,867 19,276 19,731 4) 4) 2) 2 2
Underl. Pre-Prov. Op. Pft 1,536 1,592 1,477 1,499 5,214 6,205 6,105 7,545 8,490 56 19 ) 24 13
Provisions 34 34 34 34 170 166 136 139 134 ) ) (18) 2 (4)
Underl. Pretax 1,502 1,558 1,443 1,465 5,044 6,039 5,969 7,406 8,356 59 20 1) 24 13
Underl. Tax 421 436 404 410 1,531 1,734 1,671 2,074 2,340 145 13 (4) 24 13
Underl. Net Profit 1,068 1,109 1,026 1,042 3,479 4,258 4,245 5,280 5,964 44 22 ©) 24 13
Key Per Share Data (SFr mn)
Diluted Stated EPS 0.48 0.55 0.50 0.51 0.87 1.37 2.04 2.67 3.38 (32) 57 49 31 27
ModelWare EPS (Diluted & Underl.) 0.60 0.64 0.60 0.60 2.19 2.33 2.45 3.06 3.46 16 6 5} 25 13
Stated BV/S 27.1 27.0 275 28.1 27.0 26.4 28.1 30.1 32.6 @) ) 6 7 8
Tangible BV/S (diluted, ex gdwill & FV gains) 20.4 20.4 20.9 21.4 18.1 19.7 21.4 23.4 259 2 9 9 9 10
DPS 0.21 0.21 0.21 0.21 0.75 0.70 0.85 1.15 1.50 0 @) 21 35 30
EOP shares for MW EPS and TBVPS(m) 1,723 1,723 1,723 1,723 1,481 1,724 1,723 1,723 1,723 16 16 0) 0 0
Key Ratios (%)
Return on Common Equity 8.0 8.7 7.9 7.9 3.9 6.0 8.1 9.9 11.6
Underl. Return on Common Equity 10.0 10.3 9.4 9.4 10.0 10.9 9.8 11.4 11.9
Underl. Return on Tang. Equity 12.4 12.7 11.6 115 13.4 14.0 12.0 13.8 14.3
Cost of risk 14 13 13 1.3 7.1 6.8 5.4 5.3 5.0
Basel 3 CET1 (look-through) 10.0 104 10.7 11.0 6.6 10.0 11.0 12.2 13.7
Swiss Lev Ratio (look-through, core +co-cos) 3.7 3.8 4.0 4.2 24 3.7 4.2 4.7 52
B3 Risk-Weighted Assets (SFr mn) 279,694 278,063 277,373 276,692 344,110 266,103 276,692 275,023 275,953

Source: Company Data, Morgan Stanley Research estimates (e)

Morgan Stanley has agreed to sell its EMEA Private Wealth Management business in the United Kingdom, United Arab Emirates and
Italy to Credit Suisse Group AG, as announced on March 27, 2013. Please refer to the notes at the end of the report.
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Morgan Stanley ModelWare is a proprietary analytic framework that helps clients
uncover value, adjusting for distortions and ambiguities created by local accounting
regulations. For example, ModelWare EPS adjusts for one-time events, capitalizes operating

O e a re leases (where their use is significant), and converts inventory from LIFO costing to a FIFO
basis. ModelWare also emphasizes the separation of operating performance of a company
from its financing for a more complete view of how a company generates earnings.

Disclosure Section

Morgan Stanley & Co. International plc, authorized by the Prudential Regulatory Authority and regulated by the Financial Conduct Authority and the
Prudential Regulatory Authority, disseminates in the UK research that it has Brepared,_and approves solely for t_heJ_Jur oses of section 21 of the
Financial Services and Markets Act 2000, research which has been prepared by any of its affiliates. As used in this dis

includes RMB Morgan Stanley (Proprietary) Limited, Morgan Stanley & Co International plc and its affiliates.

For important disclosures, stock price charts and equity rating histories regarding companies that are the subject of this report, please see the Morgan
Stanley Research Disclosure Website at www.morganstanley.com/researchdisclosures, or contact your investment representative or Morgan Stanley
Research at 1585 Broadway, (Attention: Research Management), New York, NY, 10036 USA.

For valuation methodology and risks associated with any price targets referenced in this research report, please contact the Client Support Team as
follows: US/Canada +1 800 303-2495; Hong KonE +852 2848-5999; Latin America +1 718 754-5444 (U.S.); London +44 (0)20-7425-8169; Singapore
+65 6834-6860; Sydney +61 (0)2-9770-1505; Tokyo +81 (0)3-6836-9000. Alternatively you may contact your investment representative or Morgan
Stanley Research at 1585 Broadway, (Attention: Research Management), New York, NY 10036 USA.
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Morgan Stanley and its affiliates do business that relates to companies/instruments covered in Morgan Stanley Research, including market making,
providing liquidity and specialized trading, risk arbitrage and other proprietary trading, fund management, commercial banking, extension of credit,
Investment services and investment banking. Morgan Stanley sells to and buys from customers the securities/instruments of companies covered in
Morgan Stanley Research on a principal basis. Morgan Stanley may have a position in the debt of the Company or instruments discussed in this report.
Certain disclosures listed above are also for compliance with applicable regulations in non-US jurisdictions.

STOCK RATINGS

Morgan Stanley uses a relative rating system using terms such as Overweight, Equal-weight, Not-Rated or Underweight (see definitions below).
Morgan Stanley does not assign ratings of Buy, Hold or Sell to the stocks we cover. Overweight, Equal-weight, Not-Rated and Underweight are not the
equivalent of buy, hold and sell. Investors should carefully read the definitions of all ratings used in Morgan Stanley Research. In addition, since
Morgan Stanley Research contains more complete information concerning the analyst's views, investors should carefully read Morgan Stanley
Research, in its entirety, and not infer the contents from the ratin%alone. In any case, ratings (or research) should not be used or relied upon as
invcelzstnhwent adv_ige. An investor's decision to buy or sell a stock should depend on individual circumstances (such as the investor's existing holdings)
and other considerations.

Global Stock Ratings Distribution
(as of March 31, 2014)

For disclosure purposes only (in accordance with NASD and NYSE requirements), we include the category headings of Buy, Hold, and Sell alongside
our ratings of Overweight, Equal-weight, Not-Rated and Underweight. Morgan Stanley does not assign ratings of Buy, Hold or Sell to the stocks we
cover. Overweight, Equal-weight, Not-Rated and Underweight are not the equivalent of buy, hold, and sell but represent recommended relative
weightings (see definitions below). To satisfy regulatory requirements, we correspond Overweight, our most positive stock rating, with a buy
recommendation; we correspond Equal-weight and Not-Rated to hold and Underweight to sell recommendations, respectively.

Coverage Universe Investment Banking Clients (IBC)

% of % of % of Rating
Stock Rating Category Count Total Count Total IBC Category
Overweight/Buy 1035 35% 354 38% 34%
Equal-weight/Hold 1286 43% 446 48% 35%
Not-Rated/Hold 99 3% 24 3% 24%
Underweight/Sell 539 18% 105 11% 19%
Total 2,959 929

Data include common stock and ADRs currently assi%ned ratings. Investment Banking Clients are companies from whom Morgan Stanley received
investment banking compensation in the last 12 months.

Analyst Stock Ratings

Overweight (O). The stock's total return is expected to exceed the average total return of the analyst's industry (or industry team's) coverage universe,
on a risk-adjusted basis, over the next 12-18 months.

Equal-weight (E). The stock's total return is expected to be in line with the average total return of the analyst's industry (or industry team's) coverage
universe, on a risk-adjusted basis, over the next 12-18 months.

Not-Rated (NR). Currently the analyst does not have adequate conviction about the stock's total return relative to the average total return of the
analyst's industry (or industry team'’s) coverage universe, on a risk-adjusted basis, over the next 12-18 months.

Underweight (U). The stock's total return is expected to be below the average total return of the analyst's industry (or industry team's) coverage
universe, on a risk-adjusted basis, over the next 12-18 months.

Unless otherwise specified, the time frame for price targets included in Morgan Stanley Research is 12 to 18 months.

Analyst Industry Views

Attractive (A): The analyst expects the performance of his or her industry coverage universe over the next 12-18 months to be attractive vs. the
relevant broad market benchmark, as indicated below.

In-Line (I): The analyst expects the performance of his or her industry coverage universe over the next 12-18 months to be in line with the relevant
broad market benchmark, as indicated below.

Cautious (C): The analyst views the performance of his or her industry coverage universe over the next 12-18 months with caution vs. the relevant
broad market benchmark, as indicated below.

Benchmarks for each region are as follows: North America - S&P 500; Latin America - relevant MSCI country index or MSCI Latin America Index;
Europe - MSCI Europe; Japan - TOPIX; Asia - relevant MSCI country index or MSCI sub-regional index or MSCI AC Asia Pacific ex Japan Index.

Important Disclosures for Morgan Stanley Smith Barney LLC Customers

Important disclosures regarding the relationship between the companies that are the subject of Morgan Stanley Research and Morgan Stanley Smith Barney LLC or Morgan
Stanley or any of their affiliates, are available on the Morgan Stanley Wealth Management disclosure website at www.morganstanley.com/online/researchdisclosures. For
Morgan Stanley specific disclosures, you may refer to www.morganstanley.com/researchdisclosures.

Each Morgan Stanley Equity Research report is reviewed and approved on behalf of Morgan Stanley Smith Barney LLC. This review and approval is conducted by the
same person who reviews the Equity Research report on behalf of Morgan Stanley. This could create a conflict of interest.

Other Important Disclosures

Morgan Stanley & Co. International PLC and its affiliates have a significant financial interest in the debt securities of Banca Monte dei Paschi di Siena S.p.A., Banca |

Popolare di Milano S.c.a.r.l., Banco Popolare, Banco Sabadell, Bankia SA, Bankinter, Barclays Bank, BBVA, BNP Paribas, Commerzbank AG, Credit Agricole S.A., Credit

Suisse Group, Danske Bank, Deutsche Bank, Erste Bank, HSBC, ING, Intesa SanPaolo S.p.A., KBC Group NV, Lloyds Banking Group, London

Stock Exchange, Mediobanca Banca Di Credito Finanziario, National Bank of Greece, Natixis, Nordea, Raiffeisen Bank International, Royal Bank of

SCOtI%ndf Sl_an aré(jézlg,ASEB, Societe Generale, Standard Chartered Bank, Svenska Handelsbanken, Swedbank, UBS, UniCredit S.p.A., Unione di
anche ltaliane .

Morgan Stanley is not acting as a municipal advisor and the opinions or views contained herein are not intended to be, and do not constitute, advice within the meaning of
Section 975 of the Dodd-Frank Wall Street Reform and Consumer Protection Act.

Morgan Stanley produces an equity research product called a "Tactical Idea." Views contained in a "Tactical Idea" on a particular stock may be contrary to the
recommendations or views expressed in research on the same stock. This may be the result of differing time horizons, methodologies, market events, or other factors. For
all research available on a particular stock, please contact your sales representative or go to Matrix at http://www.morganstanley.com/matrix.

Morgan Stanley Research is provided to our clients through our proprietary research portal on Matrix and also distributed electronically by Morgan Stanley to clients.
Certain, but not all, Morgan Stanley Research products are also made available to clients through third-party vendors or redistributed to clients through alternate electronic
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means as a convenience. For access to all available Morgan Stanley Research, please contact your sales representative or go to Matrix at
http://www.morganstanley.com/matrix.

Any access and/or use of Morgan Stanley Research is subject to Morgan Stanley's Terms of Use (http://www.morganstanley.com/terms.html). By accessing and/or using
Morgan Stanley Research, you are indicating that you have read and agree to be bound by our Terms of Use (http://www.morganstanley.com/terms.html). In addition you
consent to Morgan Stanley processing your personal data and using cookies in accordance with our Privacy Policy and our Global Cookies Policy
(http://www.morganstanley.com/privacy_pledge.html), including for the purposes of setting your preferences and to collect readership data so that we can deliver better and
more personalized service and products to you. To find out more information about how Morgan Stanley processes personal data, how we use cookies and how to reject
cookies see our Privacy Policy and our Global Cookies Policy (http://www.morganstanley.com/privacy_pledge.html).

If you do not agree to our Terms of Use and/or if you do not wish to provide your consent to Morgan Stanley processing your personal data or using cookies please do not
access our research.

Morgan Stanley Research does not provide individually tailored investment advice. Morgan Stanley Research has been prepared without regard to the circumstances and
objectives of those who receive it. Morgan Stanley recommends that investors independently evaluate particular investments and strategies, and encourages investors to
seek the advice of a financial adviser. The appropriateness of an investment or strategy will depend on an investor's circumstances and objectives. The securities,
instruments, or strategies discussed in Morgan Stanley Research may not be suitable for all investors, and certain investors may not be eligible to purchase or participate in
some or all of them. Morgan Stanley Research is not an offer to buy or sell or the solicitation of an offer to buy or sell any security/instrument or to participate in any particular
trading strategy. The value of and income from your investments may vary because of changes in interest rates, foreign exchange rates, default rates, prepayment rates,
securities/instruments prices, market indexes, operational or financial conditions of companies or other factors. There may be time limitations on the exercise of options or
other rights in securities/instruments transactions. Past performance is not necessarily a guide to future performance. Estimates of future performance are based on
assumptions that may not be realized. If provided, and unless otherwise stated, the closing price on the cover page is that of the primary exchange for the subject company's
securities/instruments.

The fixed income research analysts, strategists or economists principally responsible for the preparation of Morgan Stanley Research have received compensation based
upon various factors, including quality, accuracy and value of research, firm profitability or revenues (which include fixed income trading and capital markets profitability or
revenues), client feedback and competitive factors. Fixed Income Research analysts', strategists' or economists' compensation is not linked to investment banking or capital
markets transactions performed by Morgan Stanley or the profitability or revenues of particular trading desks.

The "Important US Regulatory Disclosures on Subject Companies” section in Morgan Stanley Research lists all companies mentioned where Morgan Stanley owns 1% or
more of a class of common equity securities of the companies. For all other companies mentioned in Morgan Stanley Research, Morgan Stanley may have an investment
of less than 1% in securities/instruments or derivatives of securities/instruments of companies and may trade them in ways different from those discussed in Morgan Stanley
Research. Employees of Morgan Stanley not involved in the preparation of Morgan Stanley Research may have investments in securities/instruments or derivatives of
securities/instruments of companies mentioned and may trade them in ways different from those discussed in Morgan Stanley Research. Derivatives may be issued by
Morgan Stanley or associated persons.

With the exception of information regarding Morgan Stanley, Morgan Stanley Research is based on public information. Morgan Stanley makes every effort to use reliable,
comprehensive information, but we make no representation that it is accurate or complete. We have no obligation to tell you when opinions or information in Morgan Stanley
Research change apart from when we intend to discontinue equity research coverage of a subject company. Facts and views presented in Morgan Stanley Research have
not been reviewed by, and may not reflect information known to, professionals in other Morgan Stanley business areas, including investment banking personnel.

Morgan Stanley Research personnel may participate in company events such as site visits and are generally prohibited from accepting payment by the company of
associated expenses unless pre-approved by authorized members of Research management.

Morgan Stanley may make investment decisions or take proprietary positions that are inconsistent with the recommendations or views in this report.

To our readers in Taiwan: Information on securities/instruments that trade in Taiwan is distributed by Morgan Stanley Taiwan Limited ("MSTL"). Such information is for your
reference only. The reader should independently evaluate the investment risks and is solely responsible for their investment decisions. Morgan Stanley Research may not
be distributed to the public media or quoted or used by the public media without the express written consent of Morgan Stanley. Information on securities/instruments that do
not trade in Taiwan is for informational purposes only and is not to be construed as a recommendation or a solicitation to trade in such securities/instruments. MSTL may not
execute transactions for clients in these securities/instruments. To our readers in Hong Kong: Information is distributed in Hong Kong by and on behalf of, and is attributable
to, Morgan Stanley Asia Limited as part of its regulated activities in Hong Kong. If you have any queries concerning Morgan Stanley Research, please contact our Hong
Kong sales representatives.

Morgan Stanley is not incorporated under PRC law and the research in relation to this report is conducted outside the PRC. Morgan Stanley Research does not constitute
an offer to sell or the solicitation of an offer to buy any securities in the PRC. PRC investors shall have the relevant qualifications to invest in such securities and shall be
responsible for obtaining all relevant approvals, licenses, verifications and/or registrations from the relevant governmental authorities themselves.

Morgan Stanley Research is disseminated in Brazil by Morgan Stanley C.T.V.M. S.A.; in Japan by Morgan Stanley MUFG Securities Co., Ltd. and, for Commodities related
research reports only, Morgan Stanley Capital Group Japan Co., Ltd; in Hong Kong by Morgan Stanley Asia Limited (which accepts responsibility for its contents); in
Singapore by Morgan Stanley Asia (Singapore) Pte. (Registration number 199206298Z) and/or Morgan Stanley Asia (Singapore) Securities Pte Ltd (Registration number
200008434H), regulated by the Monetary Authority of Singapore (which accepts legal responsibility for its contents and should be contacted with respect to any matters
arising from, or in connection with, Morgan Stanley Research); in Australia to "wholesale clients" within the meaning of the Australian Corporations Act by Morgan Stanley
Australia Limited A.B.N. 67 003 734 576, holder of Australian financial services license No. 233742, which accepts responsibility for its contents; in Australia to "wholesale
clients" and "retail clients" within the meaning of the Australian Corporations Act by Morgan Stanley Wealth Management Australia Pty Ltd (A.B.N. 19 009 145 555, holder
of Australian financial services license No. 240813, which accepts responsibility for its contents; in Korea by Morgan Stanley & Co International plc, Seoul Branch; in India
by Morgan Stanley India Company Private Limited; in Indonesia by PT Morgan Stanley Asia Indonesia; in Canada by Morgan Stanley Canada Limited, which has approved
of and takes responsibility for its contents in Canada; in Germany by Morgan Stanley Bank AG, Frankfurt am Main and Morgan Stanley Private Wealth Management
Limited, Niederlassung Deutschland, regulated by Bundesanstalt fuer Finanzdienstleistungsaufsicht (BaFin); in Spain by Morgan Stanley, S.V., S.A., a Morgan Stanley
group company, which is supervised by the Spanish Securities Markets Commission (CNMV) and states that Morgan Stanley Research has been written and distributed in
accordance with the rules of conduct applicable to financial research as established under Spanish regulations; in the US by Morgan Stanley & Co. LLC, which accepts
responsibility for its contents. Morgan Stanley & Co. International plc, authorized by the Prudential Regulatory Authority and regulated by the Financial Conduct Authority
and the Prudential Regulatory Authority, disseminates in the UK research that it has prepared, and approves solely for the purposes of section 21 of the Financial Services
and Markets Act 2000, research which has been prepared by any of its affiliates. Morgan Stanley Private Wealth Management Limited, authorized and regulated by the
Financial Conduct Authority, also disseminates Morgan Stanley Research in the UK. Private UK investors should obtain the advice of their Morgan Stanley & Co.
International plc or Morgan Stanley Private Wealth Management representative about the investments concerned. RMB Morgan Stanley (Proprietary) Limited is a member
of the JSE Limited and regulated by the Financial Services Board in South Africa. RMB Morgan Stanley (Proprietary) Limited is a joint venture owned equally by Morgan
Stanley International Holdings Inc. and RMB Investment Advisory (Proprietary) Limited, which is wholly owned by FirstRand Limited.

Morgan Stanley Bank AG currently acts as a designated sponsor for the following securities: Deutsche Bank.

Morgan Stanley Hong Kong Securities Limited is the liquidity provider/market maker for securities of HSBC listed on the Stock Exchange of Hong Kong Limited. An updated
list can be found on HKEXx website: http://www.hkex.com.hk.

The information in Morgan Stanley Research is being communicated by Morgan Stanley & Co. International plc (DIFC Branch), regulated by the Dubai Financial Services
Authority (the DFSA), and is directed at Professional Clients only, as defined by the DFSA. The financial products or financial services to which this research relates will only
be made available to a customer who we are satisfied meets the regulatory criteria to be a Professional Client.

The information in Morgan Stanley Research is being communicated by Morgan Stanley & Co. International plc (QFC Branch), regulated by the Qatar Financial Centre
Regulatory Authority (the QFCRA), and is directed at business customers and market counterparties only and is not intended for Retail Customers as defined by the
QFCRA.

As required by the Capital Markets Board of Turkey, investment information, comments and recommendations stated here, are not within the scope of investment advisory
activity. Investment advisory service is provided in accordance with a contract of engagement on investment advisory concluded between brokerage houses, portfolio
management companies, non-deposit banks and clients. Comments and recommendations stated here rely on the individual opinions of the ones providing these
comments and recommendations. These opinions may not fit to your financial status, risk and return preferences. For this reason, to make an investment decision by relying
solely to this information stated here may not bring about outcomes that fit your expectations.

The trademarks and service marks contained in Morgan Stanley Research are the property of their respective owners. Third-party data providers make no warranties or
representations relating to the accuracy, completeness, or timeliness of the data they provide and shall not have liability for any damages relating to such data. The Global
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Industry Classification Standard (GICS) was developed by and is the exclusive property of MSCI and S&P. Morgan Stanley Research or portions of it may not be reprinted,
sold or redistributed without the written consent of Morgan Stanley.

Morgan Stanley Research, or any portion thereof may not be reprinted, sold or redistributed without the written consent of Morgan Stanley.
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3 UBS

Credit Suisse Group
(1 2014: Headline miss, strong PB&WM

Buy reiterated despite EPS cuts

The stated Q1 net profit of CHF859m was -5% below UBSe and -20% below
consensus mainly due to a high tax rate. We cut our 2014 and 2015 adj. EPS by 7%
and 2% on the back of higher taxes and slightly lower revenues. Our pretax profit
forecasts go down 4% for 2014 and 2% for 2015. Our estimates for the investment
bank (both strategic and non-strategic) as well as the strategic non-investment banking
businesses (Wealth Management, Asset Management and Corporate & Institutional
Clients) remain unchanged. Our 2014 EPS is 11% below the pre-results consensus, in-
line for 2015 and 6% higher for 2016. Our price target remains the same and we
reiterate our Buy rating.

The negatives outweigh the positives on the results day

A clear headline net profit miss, higher than expected RWA (and thus lower capital
ratios) and press reports (Financial Times 16 April 204) on investigations by the NY
regulator more than compensated very strong net new money trends, good progress
on cost cutting and the lending initiative showing good results. Q1 2014 results do not
change our positive investment case

From capital rebuild/deleveraging over non-core cuts to growth/cash returns
Our bullish view is centred on an inflection point. The capital rebuild (CET1 and
leverage ratio) and deleveraging phase (RWA, leverage exposure) is largely over. Capital
and leverage ratios are close to 2019 requirements. High cash generation from here
should result in attractive investment opportunities and/or high cash return.

Valuation: Based on a one-stage Gordon growth model

A P/TNAV 2014E of 1.2x for a ROTE 2014E of c11.4% and 14% in 2015E offers an
attractive risk/reward profile, in our view. CS's stated ROE target is >15%, which we
think implies a ROTE target of c18% — our number remains more than 20% lower
(ROTE 2015E of 14%)

17 April 2014

Switzerland
Banks, Ex-S&L

12-month rating Buy
12m price target CHF33.50
Price CHF27.42

RIC: CSGN.VX BBG: CSGN VX

Trading data and key metrics
52-wk range CHF30.29-24.46

Market cap. CHF43.8bn/US$49.8bn
Shares o/s 1,596m (REG )
Free float 95%
Avg. daily volume ('000) 5,351
Avg. daily value (m) CHF149.5
Common s/h equity (12/14E) CHF45.1bn
P/BV (12/14E) 1.0x
Tier 1 ratio 16%
EPS (UBS, diluted) (CHF)

From To % ch  Cons.
12/14E 2.50 2.32 -7.46 2.58
12/15E 3.20 3.13 -2.35 3.16

12/16E 3.60 3.61 0.20 3.44

Daniele Brupbacher
Analyst
daniele.brupbacher@ubs.com
+41-44-239 1493

John-Paul Crutchley
Analyst
john-paul.crutchley@ubs.com
+44-20-7568 5037

Mate Nemes
Analyst
mate.nemes@ubs.com
+41-44-239 1667

Highlights (CHFm) 12/11 12/12 12/13 12/14E 12/15E 12/16E 12/17E 12/18E
Revenues 25,095 23,251 25217 25,677 26,469 27,735 28,706 29,710
Profit before tax 2,759 1,888 3,504 5,830 7,564 8714 8,895 9,217
Net earnings (local GAAP) 1,953 1,349 2326 4,004 5,406 6.234 6.364 6,596
Net earnings (UBS) 1,978 1,389 2,181 4,004 5,406 6.234 6.364 6,596
Tier 1 ratio % 15.2 195 17.1 16.4 16.7 16.4 15.9 15.7
EPS (UBS, diluted) (CHF) 1.55 084 1.26 2.32 3.13 361 3.68 3.82
Profitability/valuation 12/11 12/12 12/13 12/14E 12/15E 12/16E 12/17E 12/18E
ROE (UBS) % 5.9 4.0 5.6 92 5 122 156 12
P/PPOP (diluted) 136 17.1 12.7 8.0 62 5.3 5.2 5.0
P/BV x 1.1 08 1.0 1.0 09 08 08 07
P/BV (UBS) x 15 1.0 13 12 1.1 1.0 09 08
P/E (UBS, diluted) 203 253 214 1.8 8.8 76 7.4 72
Net dividend yield % 24 35 26 36 4.6 5.5 7.3 9.1

Source: Company accounts, Thomson Reuters, UBS estimates. Metrics marked as (UBS) have had analyst adjustments applied. Valuations: based on an average share price that year, (E): based on a

share price of CHF27.42 on 16 Apr 2014 18:03 BST

www.ubs.com/investmentresearch

This report has been prepared by UBS Limited. ANALYST CERTIFICATION AND REQUIRED DISCLOSURES BEGIN ON PAGE 14.
UBS does and seeks to do business with companies covered in its research reports. As a result, investors should be aware that the
firm may have a conflict of interest that could affect the objectivity of this report. Investors should consider this report as only a
single factor in making their investment decision.
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Investment Thesis
CS Group

Investment case

Credit Suisse is, in our view, well advanced in its multi-year
transition programme. It is one of the first large banks that
operate under a Basel 3-compliant business model. Credit Suisse
started to accrue a meaningful cash dividend and the share
count is set to stabilise.

Upside scenario

A clean 10bp higher gross margin (on the current business mix)
could translate into a 22% higher pre-tax profit for 2014E in
Wealth Management, we think, based on an assumed 33%
marginal Cl ratio. This translates into a 8% higher pre-tax profit
for the whole group.

Downside scenario

A clean 10bp lower gross margin (on the current business mix)
could translate into a 22% lower pre-tax profit for 2014E in
Wealth Management, we think, based on an assumed 33%
marginal Cl ratio. This translates into a 8% lower pre-tax profit
for the whole group.

Upcoming catalysts

The next scheduled newsflow is the release of Credit Suisse’s Q2
results on 17 July 2014.

Buy

12-month rating

12m price target CHF33.50

Business description

Credit Suisse is one of the two Swiss 'big banks'. Its Wealth
Management business is among the global leaders in terms of
assets under management, profitability and growth. Its global
Investment Bank ranks among the largest in fixed income as
well as equities globally. Other operations include Asset
Management, which has recently narrowed its product and
geographical focus. In its home market, Switzerland, CS caters
to retail, private banking as well as corporate and institutional
clients, offering a range of universal banking services. Credit
Suisse targets a through-the-cycle after-tax ROE of at least
15%.

Industry outlook

The Swiss private banking industry and Credit Suisse Wealth
Management are going through a fundamental, multi-year
transition period. There are manifold unpredictable headwinds.
Nevertheless, we think private banking remains an attractive
business, more than ever in a Basel 3 world, where the capital
usage of many (FIRC) businesses has increased dramatically. In
our view, Credit Suisse's investment bank should be regarded
as a potential Global Product specialist, competing in certain
high-ROE products and services.

Revenues by region (%)

m Switzerland
mEMEA
Americas
m Asia Pacific
Source: Company data, UBS
Daniele Brupbacher, Analyst, daniele.brupbacher@ubs.com, +41-44-239 1493
Credit Suisse Group 17 April 2014 A UBS 2



Headline miss but strategic results are in-line with UBSe

The Q1 net profit of CHF859m was -5% below UBSe and -20% below consensus
mainly due to a high tax rate. The pre-tax profit, however, was 5% above UBSe
and 'only' -8% below consensus (driven by non-core corporate centre and a below
expectation Investment Banking result). The group core strategic result was in-line
with UBSe and -9% below consensus.

Strong wealth management inflows and progress on costs

The Wealth Management profit was 14% (versus UBSe) better mainly due to costs.
Net new money was almost twice the expected level at CHF10.6 billion (annualised
5.4%; strong inflows in Asia and Switzerland). The lending initiative showed first
good results. The Investment Bank was 4% above UBSe but -15% below
consensus. Equities and FICC trading were broadly in-line with UBSe and the
primary businesses a bit better.

Balance sheet disappointing due to methodology changes
and seasonality

The CET 1 ratio was 10% (UBSe 10.15%) as RWA increased CHF14 billion to
CHF280 billion (due to methodology changes). The fully loaded leverage ratio was
3.7% (4% is the requirement in 2019) and already above 4% using the target
leverage exposure.

Snippets from the confcall

= CEO Brady Dougan expects no major additional structural changes in the
core investment banking businesses. Most of the remaining, upcoming
structural headwinds will be relevant for the Rates, FX and commodities
businesses (Global Macro Products) but Credit Suisse believes it can reposition
this unit into a capital-light, flow-driven business model with a ROE of more
than 15%.

= The private banking gross margin 2014 should be broadly flat versus 2013
(107bp) — we factor in 105bp. The net interest income in Private banking will
come down in H1 and should then recover in H2 2014.

= CEO Dougan made reassuring comments on CS' exposure to HFT (High
Frequency Trading): "responsible, pure agency business, good market share".

» The RWA increase from methodology changes mainly impacted Q1. There
could be further small increase in Q2 but management then expects a drop in
Q3.

* Management made positive comments on the re-allocation of resources/capital
into high ROE businesses, e.g. Lombard lending (from CHFOQ.5 billion in Q1
2013 to CHF2.2billion in Q1 2014) offering a >100bp lending spread. The
Lombard lending penetration overall is below 5% and c8% in the UHNW
segment. Doubling this penetration could results in an up to 14bp gross margin
increase, ceteris paribus. On the divisional level however we think this increase
would be at least partly eaten away by a mix shift to the lower gross margin
UHNW business.
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Figure 1: lllustrative example of gross margin impact from Lombard lending
penetration increase from 8% to 16% (CHF million)

0 t1 t2

AUM 100 100 100

Gross margin (bp) 50 bp 50 bp 50 bp
Revenues 0.5 0.5 0.5

Lending 0 8 16

Lending penetration 0% 8% 16%
Spread (bp) 100 bp 100 bp 100 bp

Revenues lending 0 0.08 0.16
Total AUM 100 108 116

Gross margin excl. lending (bp) 50 bp 50 bp 50 bp
Revenues excl. lending 0.5 0.5 0.6
Revenues incl. lending 0.5 0.6 0.7
Gross margin (bp) 50 bp 57 bp 64 bp

Source: UBS estimates

Our positive investment case

Our bullish view is centred on an inflection point. The capital rebuild (CET1 and
leverage ratio) and deleveraging phase (RWA, leverage exposure) is largely over.
Capital and leverage ratios are close to 2019 requirements. High cash generation
from here should result in attractive investment opportunities and/or high cash
return.

High dividend or attractive investment opportunities

Decent retained profits and further non-core loss reductions should allow for
(further) capital redeployment into high-ROE businesses in PB&WM, bringing the
capital allocation closer to 50/50 between the investment bank and the non-
investment bank businesses.

Key focus areas for growth are the UHNW business and private banking emerging
markets. For example, some CHF3 billion retained earnings (50% payout ratio on
CHF®6 billion net profit) would allow for cCHF30 billion RWA growth. With CHF94
billion RWA in PB&WM, it could be a stretch, in our view, to reinvest retained
earnings — another reason why dividend payout ratios could go up markedly.

We like the investment case, but 2014 will be burdened by more extra
costs

Credit Suisse is geared into strong equity markets as well as some (still) well-
performing fixed income businesses. We like the investment case because:

(1) CSis, in our view, well advanced in its multi-year transition programme;

(2) CS has already reduced non-core positions and strengthened its balance sheet,
and is reducing costs aggressively;

(3) its business mix remains highly free cash flow generative, also in a Basel 3
world;
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(4) CS's private bank remains an attractive business;
(5) CS pays a cash dividend again; and

(6) it has decent capital and leverage ratio levels.

Valuation

In our Gordon growth valuation model, we are using a 10% cost of equity. In
order to derive our price target of CHF33.5, we are using a ROTE of 14% (2015E)
which we then discount back to 2014. CS' stated ROE target is >15% which we
think implies a ROTE target of c18% - we therefore remain more than 20% below
company target.

For a more detailed update on our investment case, please refer to our 6 February
2014 Credit Suisse note A soft Q4 can't derail the positive investment case or 18
March 2014 Credit Suisse The inflection point.
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Key charts

Figure 2: Portfolio of PB&WM (excluding non-strategic unit) in 2013

‘ Bubble size reflecting
2013 net revenues
Positive
. WMC APAC
WMC EEMEA
. @ \vvC LatAm

Net new

asset
growth! WMC Switzerland WMC USA Onshore

0% C&IC
Asset Management? . WMC Western Europe
Low 70% Cost/income ratio High

.
Strategic PB&WM 2013
cost/income ratio

PBAWM = Pruate Banking & Wealth Management.  CIC = Corporate & Institubional Clients. ~ WMC = Weslth Management Clients. ~ EEMEA = Easter Europe, Mddie East and Africa.  APAC = Asia Pacific
Note: Full-year 2013. Strategic unit excluding 2013 one-off expenses of CHF 16 mn. 1 Avorage 2011, 2012and 2013 2 NNA 2012 excluding large single outflow in Core Investments.

Source: Credit Suisse

Figure 3: Key performance indicators of various regions (UBS estimates, CHF million)

As % of As % of As % of
total  As % of total  As % of Pretax total  As % of
Avg. AUM PBWM  total WM PBWM  total WM Gross profit PBWM  total WM
2013 excluding non-strategic unit 2013 AUM AUM  Revenues revenues revenues margin Costs  Cl Ratio 2013 profits profits
Total PBWM 1,291 100% 12,443 100% 96bp -8,909 72% 3,534 100%
Total WMC 773 100% 8,453 100% 109bp -6,228 74% 2,225 100%
Ca&lC 237 18% 1,996 16% 84bp -1,028 52% 968 27%
Asset Management 339 26% 1,994 16% 59bp -1,375 69% 619 18%
Switzerland 257 20% 33% 4,363 35% 52% 170bp -3,054 70% 1,309 37% 59%
EEMEA 117 9% 15% 868 7% 10% 74bp -571 66% 297 8% 13%
APAC 109 8% 14% 899 7% 11% 82bp -649 72% 249 7% 11%
LatAm 90 7% 12% 645 5% 8% 72bp -449 70% 197 6% 9%
Western Europe (on- & offshore) 120 9% 16% 1,265 10% 15% 105bp -1,043 82% 222 6% 10%
USA onshore 80 6% 10% 413 3% 5% 52bp -463 112% -50 -1% -2%
Source: UBS estimates
Credit Suisse Group 17 April 2014 HUBS 6

30



Figure 4: Potential capital requirements and Credit Suisse capital ratios
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Source: Credit Suisse. Note: The progressive component requirement is dependent on CS' size (leverage ratio
exposure) and the market share of CS' domestic systemically relevant business and is subject to potential capital
rebates that may be granted by FINMA.

Figure 5: Potential capital requirements and Credit Suisse leverage ratios
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BIS common equity tier 1 (CET 1) m High-trigger loss-absorbing capital ® Low-trigger loss-absorbing (progressive) capital

Source: Credit Suisse. Note: The progressive component requirement is dependent on CS' size (leverage ratio
exposure) and the market share of CS' domestic systemically relevant business and is subject to potential capital
rebates that may be granted by FINMA.
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Figure 6: CHF>4.5 billion cost savings by end-2015
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Figure 9: Basel 3 ROE, capital consumption and market position

Strategic businesses (market share position vs. return on capital)
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Source: Credit Suisse

Figure 10: Fully loaded CET 1 capital ratio
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Figure 11: RWA CS group (CHF billion)
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Figure 12: RWA Investment Banking ($ billion)
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Credit Suisse Group (CSGN.VX)

Profit & Loss (CHFm) 12/11 12/12 12/13 12/14E % ch 12/15E % ch 12/16E 12/17E 12/18E
Net income interest 6,398 7,126 8,100 6,908 -14.7 6,666 -3.5 7,099 7,348 7,605
Total non interest income 18,697 16,125 17,117 18,769 9.7 19,803 5.5 20,635 21,358 22,105
Total income 25,095 23,251 25,217 25,677 1.8 26,469 3.1 27,735 28,706 29,710
Total cash expenses (22,149) (21,193) (21,546) (19,748) 8.3 (18,776) 4.9 (18,851) (19,511) (20,194)
Pre-depreciation operating profit 2,946 2,058 3,671 5,929 61.5 7,694 29.8 8,884 9,195 9,517
Depreciation & amort (excl. goodwill) 0 0 0 0 - 0 - 0 0 0
Operating profit pre provisions 2,946 2,058 3,671 5,929 61.5 7,694 29.8 8,884 9,195 9,517
Total provisions (187) (170) (167) (99) 40.7 (130) -31.3 (170) (300) (300)
Operating profit post provisions 2,759 1,888 3,504 5,830 66.4 7,564 29.7 8,714 8,895 9,217
Income from associates & JVs (pre-tax) 0 0 0 0 - 0 - 0 0 0
Other pre-tax items 0 0 0 0 - 0 - 0 0 0
Profit before tax (UBS) 2,759 1,888 3,504 5,830 66.4 7,564 29.7 8,714 8,895 9,217
Exceptionals (incl goodwill) 0 0 0 0 - 0 - 0 0 0
Profit before tax 2,759 1,888 3,504 5,830 66.4 7,564 29.7 8,714 8,895 9,217
Tax (656) (465) (1,276) (1,786) -40.0 (2,118) -18.6 (2,440) (2,491) (2,581)
Profit after tax 2,103 1,423 2,228 4,044 81.5 5,446 34.7 6,274 6,404 6,636
Other post-tax items (25) (40) 145 0 - 0 - 0 0 0
Preference dividends 0 0 0 0 - 0 - 0 0 0
Minorities (125) (34) (47) (40) 14.9 (40) 0.0 (40) (40) (40)
Net earnings (local GAAP) 1,953 1,349 2,326 4004 722 5406 350 6,234 6,364 6,596
Net earnings (before pref divs) 1,953 1,349 2,326 4,004 72.2 5,406 350 6,234 6,364 6,596
Net earnings (UBS) 1,978 1,389 2,181 4,004 83.6 5,406 35.0 6,234 6,364 6,596
Per share (CHF) 12/11 12/12 12/13 12/14E % ch 12/15E % ch 12/16E 12/17E 12/18E
EPS (local GAAP, basic) 1.60 1.02 1.46 2.51 72.2 3.39 35.0 3.91 3.99 413
EPS (UBS, diluted) 1.55 0.84 1.26 2.32 83.6 3.13 35.0 3.61 3.68 3.82
PPOP (diluted) 2.31 1.24 2.12 3.43 61.5 4.45 29.8 5.14 5.32 5.51
Net DPS 0.75 0.75 0.70 1.00 42.9 1.25 25.0 1.50 2.00 2.50
BVPS 27.50 26.87 26.42 28.23 6.8 30.61 85 33.27 35.76 37.89
BVPS (UBS) 20.25 20.34 21.27 23.08 8.5 25.47 10.3 28.13 30.61 32.75
Balance sheet (CHFm) 12/11 12/12 12/13 12/14E % ch 12/15E % ch 12/16E 12/17E 12/18E
Banking assets (year end) 1,049,165 924,280 872,602 898,780 3.0 925,743 3.0 953,516 953,516 953,516
Banking assets (average) 1,040,585 986,723 898,441 885,691 -1.4 912,262 3.0 939,630 953,516 953,516
Total assets (year end) 1,049,165 924,280 872,602 898,780 3.0 925,743 3.0 953,516 953,516 953,516
Risk weighted assets (RWA) (year end) 241,753 224,296 273,846 280,944 2.6 277,856 -1.1 288,147 298,438 298,438
Risk weighted assets (RWA) (average) 230,228 233,025 249,071 277,395 11.4 279,400 0.7 283,002 293,293 298,438
Customer loans 233,413 242,223 247,065 256,948 4.0 267,226 4.0 277,915 277,915 277,915
Customer loans (average) 226,128 237,818 244,644 252,006 3.0 262,087 4.0 272,570 277,915 277,915
Interest earning assets (average) 904,679 851,351 767,087 754,904 -1.6 778,613 3.1 802,218 814,195 814,195
Customer deposits 313,401 308,312 333,089 343,082 3.0 353,374 3.0 363,975 363,975 363,975
Common s/h equity (year end) 33,674 35,498 42,164 45,051 6.8 48,861 8.5 53,100 57,070 60,473
Common s/h equity (average) 33,478 34,586 38,831 43,608 12.3 46,956 7.7 50,980 55,085 58,771
Total SHF (equity, pref & MI) (year end) 41,085 42,284 47,166 50,053 6.1 53,863 7.6 58,102 62,072 65,475
Total SHF (equity, pref & M) (average) 42,050 41,685 44,725 48,610 8.7 51,958 6.9 55,982 60,087 63,773
Net tangible assets 32,206 33,652 38,957 41,844 7.4 45,654 9.1 49,893 53,863 57,266
Balance sheet structure (%) 12/11 12/12 12/13 12/14E % ch 12/15E % ch 12/16E 12/17E 12/18E
Loans / banking assets (year end) 22.2 26.2 28.3 28.6 1.0 28.9 1.0 29.1 29.1 29.1
Deposits / banking assets (year end) 29.9 334 38.2 38.2 0.0 38.2 0.0 38.2 38.2 38.2
Loans / deposits 74.5 78.6 74.2 74.9 1.0 75.6 1.0 76.4 76.4 76.4
Total SHF / banking assets (year end) 3.9 4.6 5.4 5.6 3.0 5.8 4.5 6.1 6.5 6.9
Source: Company accounts, UBS estimates. (UBS) metrics use reported figures which have been adjusted by UBS analysts.
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Credit Suisse Group (CSGN.VX)

Capital adequacy (CHFm) 12/11 12/12 12/13 12/14E 12/15E 12/16E 12/17E 12/18E
Tier 1 capital 36,844 43,681 46,804 46,130 46,459 47,217 47,307 46,831
Total capital 48,654 50,070 57,031 56,357 56,686 57,444 57,534 57,058
Risk weighted assets (RWA) (year end) 241,753 224,296 273,846 280,944 277,856 288,147 298,438 298,438
Core tier 1 ratio % - - 13.0 - - - - 12.0
Tier 1 ratio % 15.2 19.5 17.1 16.4 16.7 16.4 15.9 15.7
Total capital ratio % 20.1 22.3 20.8 20.1 204 19.9 19.3 19.1
Tangible equity 24,795 26,866 33,955 36,842 40,652 44,891 48,861 52,264
Equity / assets % 3.2 3.8 4.8 5.0 53 5.6 6.0 6.3
Tangible equity to tangible assets % 2.4 2.9 3.9 4.1 4.4 4.7 5.2 5.5
Asset quality (CHFm) 12/11 12/12 12/13 12/14E 12/15E 12/16E 12/17E 12/18E
Non performing assets 1,718 1,729 1,461 1,900 2,050 2,350 2,350 2,350
Total risk reserves 910 922 858 707 562 432 432 432
NPLs / loans % 04 0.5 0.5 0.5 0.5 0.6 0.6 0.6
NPL coverage % 89.2 78.7 75.1 54.4 416 27.0 27.0 27.0
Provision charge / average loans % 0.1 0.1 0.1 0.0 0.0 0.1 0.1 0.1
Net NPAs / shareholders funds % 2.0 1.9 1.3 2.4 2.8 3.3 3.1 2.9
Profitability (%) 12/11 12/12 12/13 12/14E 12/15E 12/16E 12/17E 12/18E
Net interest margin (avg assets) 0.61 0.72 0.90 0.78 0.73 0.76 0.77 0.80
Provisions / operating profit 6.3 8.3 4.5 1.7 1.7 1.9 3.3 3.2
ROE (UBS earnings) 5.9 4.0 5.6 9.2 1.5 12.2 11.6 1.2
RoAdE (UBS earnings & equity) 8.0 5.4 7.2 1.3 14.0 14.6 13.6 13.0
RoRWA (UBS) 0.91 0.61 0.89 1.46 1.95 2.22 2.18 2.22
RoA (UBS earnings) 0.20 0.14 0.25 0.46 0.60 0.67 0.67 0.70
Productivity (%) 12/11 12/12 12/13 12/14E 12/15E 12/16E 12/17E 12/18E
Cost income ratio 88.3 91.1 85.4 76.9 70.9 68.0 68.0 68.0
Cost / average assets 2.13 2.15 2.40 2.23 2.06 2.01 2.05 2.12
Compensation expense ratio 81.5 85.6 75.3 65.2 59.1 55.7 55.7 55.7
Growth (%) 12/11 12/12 12/13 12/14E 12/15E 12/16E 12/17E 12/18E
Revenue -18.1 -7.3 8.5 1.8 3.1 4.8 35 35
Operating profit pre provisions -56.2 -30.1 78.4 61.5 29.8 15.5 3.5 3.5
Net earnings (UBS) -61.3 -29.8 57.0 83.6 35.0 15.3 2.1 3.6
Net DPS -42.3 0.0 -6.7 42.9 25.0 20.0 333 25.0
Total assets (year end) 1.7 -11.9 -5.6 3.0 3.0 3.0 0.0 0.0
Customer loans 6.7 3.8 2.0 4.0 4.0 4.0 0.0 0.0
Customer deposits 9.0 -1.6 8.0 3.0 3.0 3.0 0.0 0.0
Value (x) 12/11 12/12 12/13 12/14E 12/15E 12/16E 12/17E 12/18E
Market cap/revenues 1.5 1.1 1.6 1.7 1.7 1.6 1.5 1.5
Market cap/deposits 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1
P/PPOP (diluted) 13.6 171 12.7 8.0 6.2 53 5.2 5.0
P/E (local GAAP, basic) 19.7 20.8 18.5 10.9 8.1 7.0 6.9 6.6
P/E (UBS, diluted) 20.3 25.3 214 11.8 8.8 7.6 7.4 7.2
Net dividend yield % 24 3.5 2.6 3.6 4.6 5.5 7.3 9.1
P/BV x 1.1 0.8 1.0 1.0 0.9 0.8 0.8 0.7
P/BV (UBS) x 1.5 1.0 1.3 1.2 1.1 1.0 0.9 0.8
Source: Company accounts, UBS estimates. (UBS) metrics use reported figures which have been adjusted by UBS analysts.
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Forecast returns

Forecast price appreciation +22.2%
Forecast dividend yield 4.6%
Forecast stock return +26.8%
Market return assumption 5.1%
Forecast excess return +21.7%

Statement of Risk

Credit Suisse (CS) is one of the largest global wealth managers and a leading
global provider of capital-market-related products and services. It is also the second
largest bank in Switzerland. CS is influenced by the state of the global economy (in
particular Switzerland and the US) as well as the levels and activity of the capital
markets. In addition, CS’s earnings generation is subject to credit quality. The
company is exposed to a number of risks including market risk, exchange rate and
interest rate fluctuations, as well as regulatory and taxation changes.
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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.

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.

UBS Investment Research: Global Equity Rating Definitions

UBS 12-Month |, ¢ ition Coverage' [B
Rating 9¢" Services?
Buy FSR is > 6% above the MRA. 47 % B33%
Neutral FSR is between -6% and 6% of the MRA. 42 % 34%
Sell FSR is > 6% below the MRA. 1% 23%
UBS Short-Term A IB
3
Rating Definition Coverage Services
Bu Stock price expected to rise within three months from the time the rating was  |ess than  |less than
y lassigned because of a specific catalyst or event. 1% 1%
Stock price expected to fall within three months from the time the rating was less than  |less than
Sell : o . .
lassigned because of a specific catalyst or event. 1% 1%

Source: UBS. Rating allocations are as of 31 March 2014.

1:Percentage of companies under coverage globally within the 12-month rating category. 2:Percentage of companies within
the 12-month rating category for which investment banking (IB) services were provided within the past 12 months.
3:Percentage of companies under coverage globally within the Short-Term rating category. 4:Percentage of companies
within the Short-Term rating category for which investment banking (IB) services were provided within the past 12 months.

KEY DEFINITIONS: Forecast Stock Return (FSR) is defined as expected percentage price appreciation plus gross dividend
yield over the next 12 months. Market Return Assumption (MRA) is defined as the one-year local market interest rate
plus 5% (a proxy for, and not a forecast of, the equity risk premium). Under Review (UR) Stocks may be flagged as UR
by the analyst, indicating that the stock's price target and/or rating are subject to possible change in the near term, usually
in response to an event that may affect the investment case or valuation. Short-Term Ratings reflect the expected near-
term (up to three months) performance of the stock and do not reflect any change in the fundamental view or investment
case. Equity Price Targets have an investment horizon of 12 months.

EXCEPTIONS AND SPECIAL CASES: UK and European Investment Fund ratings and definitions are: Buy: Positive
on factors such as structure, management, performance record, discount; Neutral: Neutral on factors such as structure,
management, performance record, discount;  Sell: Negative on factors such as structure, management, performance
record, discount. Core Banding Exceptions (CBE): Exceptions to the standard +/-6% bands may be granted by the
Investment Review Committee (IRC). Factors considered by the IRC include the stock's volatility and the credit spread of the
respective company's debt. As a result, stocks deemed to be very high or low risk may be subject to higher or lower bands
as they relate to the rating. When such exceptions apply, they will be identified in the Company Disclosures table in the
relevant research piece.

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

UBS AG: Daniele Brupbacher; Mate Nemes. UBS Limited: John-Paul Crutchley.
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Company Disclosures
Company Name Reuters 12-month rating Short-term rating Price Price date

N/A  CHF27.83 15 Apr 2014

Credit Suisse Group> '6 CSGN.VX Buy

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

pricing date

5. UBS AG, its affiliates or subsidiaries expect to receive or intend to seek compensation for investment banking
services from this company/entity within the next three months.
16. UBS Securities LLC makes a market in the securities and/or ADRs of this company.

Unless otherwise indicated, please refer to the Valuation and Risk sections within the body of this report.
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Global Disclaimer

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

This document is for distribution only as may be permitted by law. It is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or
resident of or located in any locality, state, country or other jurisdiction where such distribution, publication, availability or use would be contrary to law or regulation or
would subject UBS to any registration or licensing requirement within such jurisdiction. It is published solely for information purposes; it is not an advertisement nor is it
a solicitation or an offer to buy or sell any financial instruments or to participate in any particular trading strategy. No representation or warranty, either express or
implied, is provided in relation to the accuracy, completeness or reliability of the information contained in this document (‘the Information’), except with respect to
Information concerning UBS. The Information is not intended to be a complete statement or summary of the securities, markets or developments referred to in the
document. UBS does not undertake to update or keep current the Information. Any opinions expressed in this document may change without notice and may differ or
be contrary to opinions expressed by other business areas or groups of UBS. Any statements contained in this report attributed to a third party represent UBS's
interpretation of the data, information and/or opinions provided by that third party either publicly or through a subscription service, and such use and interpretation
have not been reviewed by the third party.

Nothing in this document constitutes a representation that any investment strategy or recommendation is suitable or appropriate to an investor’s individual
circumstances or otherwise constitutes a personal recommendation. Investments involve risks, and investors should exercise prudence and their own judgement in
making their investment decisions. The financial instruments described in the document 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 or other market conditions. Foreign currency rates of
exchange may adversely affect the value, price or income of any security or related instrument referred to in the document. For investment advice, trade execution or
other enquiries, clients should contact their local sales representative.

The value of any investment or income may go down as well as up, and investors may not get back the full amount invested. Past performance is not necessarily a guide
to future performance. Neither UBS nor any of its directors, employees or agents accepts any liability for any loss (including investment loss) or damage arising out of the
use of all or any of the Information.

Any prices stated in this document are for information purposes only and do not represent valuations for individual securities or other financial instruments. There is no
representation that any transaction can or could have been effected at those prices, and any prices do not necessarily reflect UBS's internal books and records or
theoretical model-based valuations and may be based on certain assumptions. Different assumptions by UBS or any other source may yield substantially different results.

Research will initiate, update and cease coverage solely at the discretion of UBS Investment Bank Research Management. The analysis contained in this document is
based on numerous assumptions. Different assumptions could result in materially different results. The analyst(s) responsible for the preparation of this document may
interact with trading desk personnel, sales personnel and other parties for the purpose of gathering, applying and interpreting market information. UBS relies on
information barriers to control the flow of information contained in one or more areas within UBS into other areas, units, groups or affiliates of UBS. The compensation
of the analyst who prepared this document is determined exclusively by research management and senior management (not including investment banking). Analyst
compensation is not based on investment banking revenues; however, compensation may relate to the revenues of UBS Investment Bank as a whole, of which
investment banking, sales and trading are a part.

For financial instruments admitted to trading on an EU regulated market: UBS AG, its affiliates or subsidiaries (excluding UBS Securities LLC) acts as a market maker or
liquidity provider (in accordance with the interpretation of these terms 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 document. For financial instruments admitted to trading on a non-EU regulated market: UBS may act as a market maker save that where this activity is carried out in
the US in accordance with the definition given to it by the relevant laws and regulations, such activity will be specifically disclosed in this document. UBS may have issued
a warrant the value of which is based on one or more of the financial instruments referred to in the document. UBS and its affiliates and employees may have long or
short positions, trade as principal and buy and sell in instruments or derivatives identified herein; such transactions or positions may be inconsistent with the opinions
expressed in this document.
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United Kingdom and the rest of Europe: Except as otherwise specified herein, this material is distributed by UBS Limited to persons who are eligible counterparties
or professional clients. UBS Limited is authorised by the Prudential Regulation Authority and regulated by the Financial Conduct Authority and the Prudential Regulation
Authority. France: Prepared by UBS Limited and distributed by UBS Limited and UBS Securities France S.A. UBS Securities France S.A. is regulated by the ACP (Autorité
de Controle Prudentiel) and the Autorité des Marchés Financiers (AMF). Where an analyst of UBS Securities France S.A. has contributed to this document, the document
is also deemed to have been prepared by UBS Securities France S.A.  Germany: 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 Espana SV, SA. UBS Securities Espana SV, SA is regulated by the Comision Nacional del Mercado de Valores (CNMV). Turkey: Distributed by UBS Limited. No
information in this document is provided for the purpose of offering, marketing and sale by any means of any capital market instruments and services in the Republic of
Turkey. Therefore, this document may not be considered as an offer made or to be made to residents of the Republic of Turkey. UBS AG is not licensed by the Turkish
Capital Market Board under the provisions of the Capital Market Law (Law No. 6362). Accordingly, neither this document nor any other offering material related to the
instruments/services may be utilized in connection with providing any capital market services to persons within the Republic of Turkey without the prior approval of the
Capital Market Board. However, according to article 15 (d) (i) of the Decree No. 32, there is no restriction on the purchase or sale of the securities abroad by residents of
the Republic of Turkey. Poland: Distributed by UBS Limited (spolka z ograniczona odpowiedzialnoscia) Oddzial w Polsce. 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 Italia Sim S.p.A. has contributed to this document, the document is also deemed to have been prepared by UBS Italia Sim S.p.A.  South Africa: Distributed by
UBS South Africa (Pty) Limited, an authorised user of the JSE and an authorised Financial Services Provider. Israel: This material is distributed by UBS Limited. UBS
Limited is authorised by the Prudential Regulation Authority and regulated by the Financial Conduct Authority and the Prudential Regulation Authority. UBS Securities
Israel Ltd is a licensed Investment Marketer that is supervised by the Israel Securities Authority (ISA). UBS Limited and its affiliates incorporated outside Israel are not
licensed under the Israeli Advisory Law. This Material is being issued only to and/or is directed only at persons who are Qualified Investors within the meaning of the
Israeli Advisory Law, and this material must not be relied on or acted upon by any other persons. Saudi Arabia: This document has been issued by UBS AG (and/or
any of its subsidiaries, branches or affiliates), a public company limited by shares, incorporated in Switzerland with its registered offices at Aeschenvorstadt 1, CH-4051
Basel and Bahnhofstrasse 45, CH-8001 Zurich. This publication has been approved by UBS Saudi Arabia (a subsidiary of UBS AG), a Saudi closed joint stock company
incorporated in the Kingdom of Saudi Arabia under commercial register number 1010257812 having its registered office at Tatweer Towers, P.O. Box 75724, Riyadh
11588, Kingdom of Saudi Arabia. UBS Saudi Arabia is authorized and regulated by the Capital Market Authority to conduct securities business under license number
08113-37. United States: Distributed to US persons by either UBS Securities LLC or by UBS Financial Services Inc., subsidiaries of UBS AG; or by a group, subsidiary or
affiliate of UBS AG that is not registered as a US broker-dealer (a ‘non-US affiliate’ ) to major US institutional investors only. UBS Securities LLC or UBS Financial
Services Inc. accepts responsibility for the content of a document prepared by another non-US affiliate when distributed to US persons by UBS Securities LLC or UBS
Financial Services Inc. All transactions by a US person in the securities mentioned in this document must be effected through UBS Securities LLC or UBS Financial Services
Inc., and not through a non-US affiliate. Canada: Distributed by UBS Securities Canada Inc., a registered investment dealer in Canada and a Member-Canadian
Investor Protection Fund, or by another affiliate of UBS AG that is registered to conduct business in Canada or is otherwise exempt from registration. Brazil: Except as
otherwise specified herein, this material is prepared by UBS Brasil CCTVM S.A. to persons who are eligible investors residing in Brazil, which are considered to be: (i)
financial institutions, (i) insurance firms and investment capital companies, (iii) supplementary pension entities, (iv) entities that hold financial investments higher than
R$300,000.00 and that confirm the status of qualified investors in written, (v) investment funds, (vi) securities portfolio managers and securities consultants duly
authorized by Comissao de Valores Mobiliarios (CVM), regarding their own investments, and (vii) social security systems created by the Federal Government, States, and
Municipalities. Hong Kong: Distributed by UBS Securities Asia Limited. Singapore: Distributed by UBS Securities Pte. Ltd. [mica (p) 107/09/2013 and Co. Reg. No.:
198500648C] or UBS AG, Singapore Branch. Please contact UBS Securities Pte. Ltd., an exempt financial adviser under the Singapore Financial Advisers Act (Cap. 110);
or UBS AG, Singapore Branch, an exempt financial adviser under the Singapore Financial Advisers Act (Cap. 110) and a wholesale bank licensed under the Singapore
Banking Act (Cap. 19) regulated by the Monetary Authority of Singapore, in respect of any matters arising from, or in connection with, the analysis or document. The
recipients of this document represent and warrant that they are accredited and institutional investors as defined in the Securities and Futures Act (Cap. 289). Japan:
Distributed by UBS Securities Japan Co., Ltd. to institutional investors only. Where this document has been prepared by UBS Securities Japan Co., Ltd., UBS Securities
Japan Co., Ltd. is the author, publisher and distributor of the document. Distributed by UBS AG, Tokyo Branch to Professional Investors (except as otherwise permitted)
in relation to foreign exchange and other banking businesses when relevant. Australia: 1) Distributed by UBS AG (Holder of Australian Financial Services License No.
231087) and/or UBS Securities Australia Ltd (Holder of Australian Financial Services License No. 231098). The Information in this document has been prepared without
taking into account any investor's objectives, financial situation or needs, and investors should, before acting on the Information, consider the appropriateness of the
Information, having regard to their objectives, financial situation and needs. If the Information contained in this document relates to the acquisition, or potential
acquisition of a particular financial product by a ‘Retail’ client as defined by section 761G of the Corporations Act 2001 where a Product Disclosure Statement would be
required, the retail client should obtain and consider the Product Disclosure Statement relating to the product before making any decision about whether to acquire the
product. 2) Clients of UBS Wealth Management Australia Ltd: This notice is distributed to clients of UBS Wealth Management Australia Ltd ABN 50 005 311 937 (Holder
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obtain personal financial product advice from an independent adviser and consider any relevant offer documents (including any product disclosure statement) where the
acquisition of financial products is being considered. UBS AG is authorised to provide financial product advice in relation to foreign exchange contracts in Australia, and
as such UBS AG is responsible for all general advice on foreign exchange and currencies contained herein. New Zealand: Distributed by UBS New Zealand Ltd. The
information and recommendations in this publication are provided for general information purposes only. To the extent that any such information or recommendations
constitute financial advice, they do not take into account any person’s particular financial situation or goals. We recommend that recipients seek advice specific to their
circumstances from their financial advisor. Dubai: The research distributed by UBS AG Dubai Branch is intended for Professional Clients only and is not for further
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Q1 results review: it could have been
much worse, TP unchanged

Revenues miss, but good cost control compensates

CS reported Q1 results today, with underlying revenues that fell short of our
estimates by CHF 0.3bn. Private banking gross revenue margins of 104bp were
weaker than we had expected, and sales and trading revenues in the
investment bank also missed. But Credit Suisse partially compensated with
strong cost control, and on balance, we think CS is showing more resilience to
tough markets than implied by the valuation. Our 2015E adjusted EPS
forecasts are revised down, but only slightly (2%) and our target price of CHF
30 is unchanged. Maintain Hold.

Wealth, Asset Management have strong inflows

The best parts of the Q1 results were cost control and net new money inflows,
both visible in the wealth management and asset management divisions. This
was important, as gross wealth management revenues were just 104bp of
AuM (flat on Q4) and CS guided that FY margins could possibly be down to
105bp to 106bp (versus previous guidance of 107bp). Overall, though, CS saw
rising net profit relative to AuM, and gave an upbeat view of new business
initiatives, which we think will lead to higher margins as 2014 progresses.

Investment banking: revenues slightly weak, costs good

Both FICC and Equities sales and trading revenues misses our forecasts by
CHF 0.1bn, albeit advisory and underwriting revenues beat. Costs in the
investment bank were in line, but this included a larger accrual for variable
comp than the previous year. Although Credit Suisse’s overall result was
towards the bottom of the pack reporting so far, given the narrow focus on
more cyclical / risk-on businesses (EM, HY, Equities, Securitisation), we think
the Q1 i-bank result was solid.

2015E adjusted EPS down by 2%

Overall, we have downgraded our 2014E and 2015E adjusted EPS forecasts by
5% and 2% respectively. These are small changes given the revenue miss and
still tough outlook (macro uncertainties), but we find the cost discipline
convincing. We stay with our HOLD recommendation and SOTP-derived target
price of CHF 30 (see Figure 10). CS trades cheap versus peers (on 8.7x 2015E
earnings), partly due to lower capital levels, and partly due to perceptions of a
more volatile business mix. Trading well in tough quarters should, over time,
close that gap. Key downside risks would include worse capital markets, more
macro uncertainty, and especially any slippage on cost control. Upside risks
include more stable emerging markets and rallying asset prices, driving higher
AuM and revenues.

| Forecasts And Ratios

Year End Dec 31 2012A 2013A 2014E 2015E
EPS Stated (CHF) 1.13 1.51 2.29 2.97
EPS Adjusted (CHF) 3.04 2.65 2.72 3.22
P/E Adijusted (x) 7.3 10.3 10.2 8.7
DPS(CHF) 0.75 0.70 0.80 0.90

3.5 2.6 29 3.2

Dividend Yield (%)

Source: Deutsche Bank estimates, company data
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Model updated:16 April 2014 Fiscal year end 31-Dec 2011 2012 2013 2014E 2015E 2016E
IRunning the numbers Data Per Share
Europe EPS (stated)(CHF) 1.62 1.13 1.51 2.29 297 3.41
EPS (DB) (CHF) 1.62 3.04 2.65 2.72 3.22 3.45
Switzerland Growth Rate - EPS (DB) (%) -61.2 88.0 -12.8 24 18.4 7.2
DPS (CHF) 0.75 0.75 0.70 0.80 0.90 1.00
Banks BVPS (stated) (CHF) 27.47 27.76 26.50 28.01 30.55 33.14
B . Tang. NAV p. sh. (CHF) 20.22 21.04 21.48 22.58 25.17 27.81
|Cred|t Suisse Group Market Capitalisation 27,058 28568 43384 44230 44230 44,230
Reuters: CSGN.VX Bloomberg: CSGN VX Shares in issue 1,206 1,255 1,514 1,688 1,597 1,612
Valuation Ratios & Profitability Measures
| Hold P/E (stated) 136 19.6 18.1 12.2 9.4 8.2
. P/E (DB) 13.7 7.3 10.3 10.2 8.7 8.1
Price (15 Apr 14) CHF27.83  p/g stated) 08 08 1.0 10 0.9 08
Target Price CHF 30.00 P/Tangible equity (DB) 1.1 1.1 1.3 1.2 1.1 1.0
ROE(stated)(%) 5.8 4.1 5.9 8.4 10.1 10.7
52 Week range CHF 24.46-30.29  ROTE (tangible equity) (%) 7.9 14.7 13.1 123 135 13.0
ROIC (invested capital) (%) 5.8 11.0 10.3 10.0 11.0 10.8
Market Cap (m) CHFm 44,230 pjyidend yield(%) 24 35 26 2.9 32 36
USDm 50’302 Dividend cover(x) 2.2 1.5 2.2 29 3.3 3.4
- Profit & Loss (CHFm)
Company Profile .
Net interest revenue 6,606 7,150 8,252 8,682 8,668 8,755
Credit Suisse Group provides universal banking services  Non interest income 19,364 16,594 17,673 17,039 18,134 19,528
including investment, trust and management services, and Commissions 14,782 13,728 13,513 13,916 14,612 15,342
insurance in Switzerland and internationally. The Company Trading Revenue 3,081 2,806 846 2,552 2,923 3,556
has a network of offices in Switzerland and around the Other revenue 1,500 60 3,314 571 599 629
world. Total revenue 25970 23744 25925 25621 26,802 28,282
Total Operating Costs 22,349 21,372 20,772 19,488 19,436 19,830
Employee Costs 12,163 10,983 10,175 8,679 8,411 8,684
Other costs 10,186 10,389 10,597 10,809 11,025 11,246
Pre-Provision profit/(loss) 3,621 2,372 5,153 6,133 7,366 8,452
Bad debt expense 187 170 153 265 464 504
Operating Profit 3,434 2,202 5,000 5,868 6,902 7,948
Pre-tax associates 0 0 0 0 0 0
Pre-tax profit 3,434 2,202 5,000 5,868 6,902 7,948
Tax 645 464 1,486 1,698 1,963 2,267
Other post tax items -836 -315 -1,227 -532 -192 -192
Stated net profit 1,953 1,423 2,287 3,638 4,746 5,490
Goodwill 0 0 0 0 0 0
Extraordinary & Other items 1,341 367 1,171 525 391 71
Bad Debt Provisioning 0 0 0 0 0 0
Investment reval, cap gains / losses -1,345 2,024 557 151 0 0
DB adj. core earnings 1,950 3,814 4,015 4,314 5,137 5,661
Key Balance Sheet Items (CHFm) & Capital Ratios
Risk-weighted assets 241,753 224,296 273,846 275,000 270,000 270,000
Interest-earning assets 954,797 837,118 794,868 810,719 822,429 824,360
Customer Loans 233,413 242,223 247,065 242,223 254,334 259,421
Total Deposits 313,401 308,312 333,089 308,312 323,728 339,914
Stated Shareholder Equity 33,674 35,632 42,164 44,516 49,014 53,668
Equals: Tangible Equity 24,795 27,000 34,165 35,884 40,382 45,036
Tier 1 capital 38,455 43,681 46,804 47,523 51,022 54,676
Tier 1 ratio (%) 16 19 17 17 19 20
o/w core tier 1 capital ratio (%) 11.3 15.6 9.7 10.5 12.9 15.1
Credit Quality
Gross NPLs/Total Loans(%) 0.74 0.71 0.70 0.69 0.74 0.80
Risk Provisions/NPLs(%) 53 53 53 66 77 87
Bad debt / Avg loans (%) 0.08 0.07 0.06 0.11 0.19 0.20
Bad debt/Pre-Provision Profit(%) 5.2 7.2 3.0 4.3 6.3 6.0
Growth Rates & Key Ratios
Growth in revenues (%) -17 -9 9 -1 5 6
Growth in costs (%) -7 -4 -3 -6 0 2
Growth in bad debts (%) -337 -9 -10 73 75 9
Growth in RWA (%) 11 -7 22 0 -2 0
Net int. margin (%) 0.70 0.80 1.01 1.07 1.06 1.06
Cap.-market rev. / Total revs (%) 83 100 91 91 93 93
Total loans / Total deposits (%) 74 79 74 79 79 76
ROTE Decomposition
Revenue % ARWAs 11.28 10.19 10.41 9.34 9.84 10.47
Net interest revenue % ARWA 2.87 3.07 3.31 3.13 3.18 3.24
Non interest revenue % ARWA 8.41 7.12 7.10 6.21 6.65 7.23
Costs/income ratio (%) 86.1 90.0 80.1 76.1 725 70.1
Bad debts % ARWAs 0.08 0.07 0.06 0.10 0.17 0.19
Tax rate (%) 18.8 211 29.7 289 28.4 285
Adj. Attr. earnings % ARWA 0.85 1.64 1.61 1.57 1.89 2.06
Capital leverage (ARWA/Equity) 9.4 9.0 8.1 7.8 7.1 6.3
ROTE (Adj. earnings/Ave. equity) 7.9 14.7 13.1 12.3 135 13.0

Matt Spick

+44 20 754-57895 matt.spick@db.com
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Source: Company data, Deutsche Bank estimates

Deutsche Bank AG/London

43



16 April 2014

Banks

Credit Suisse Group

O1 results review

Key points

Credit Suisse reported Q1 net profit today of CHF 859m, a miss versus
our forecast. Pre-tax profit (for the core bank, i.e. excluding private
equity consolidations) was CHF 1,400m, roughly in line with our
forecast but a miss versus consensus of CHF 1,515m.

Within these results, core revenues in the wealth management division
and also the investment bank were the weakest spot, offset by good
cost control. The gross revenue margin in Wealth Management of
104bp was a particular disappointment (flat QoQ), albeit strong cost
performance compensated. On the call, CS management stressed
mitigating efforts, especially repricing, winning UHNW clients (low
revenue margin but also very low cost), and driving new lending
business. In the main, we found these initiatives convincing, especially
given excellent inflows of 6% annualized (5% net of Western Europe
tax declarations).

In the investment bank, FICC revenues were down 21% YoY and
Equities revenues down 8% YoY. This is towards the low end of the
pack reporting so far, but RoTE was still above 20% in the division.
Cost control was solid, in spite of more aggressive variable comp
accruals. Management have also moved to measuring and disclosing
capital allocated based on leverage ratios as well as Basel Il CET1.
Given what could have been a tough quarter, we were reassured that
management seem to have a strong grip on the business.

Capital build was also an issue, with the fully-loaded Basel 1ll CET1
ratio of 10.0% a miss versus our forecast of 10.6%. Additional RWAs
on FX, securitization weights and operational risk all hurt during the
quarter. Management commented that up-coming model changes
would see relief in Q3, and ultimately, as long as CS is making money,
retentions will follow. Our confidence was boosted by the reiterated
commitment to flat or growing cash dividends in 2014.

Our sum-of-the-parts target price is unchanged at CHF 30. Although
CS’ Q1 results were a miss versus our forecasts, the miss was not
large, and it was a difficult quarter. CS trades cheap versus peers,
partly due to lower capital levels, and partly due to perceptions of a
more volatile business mix. Trading well in tough quarters should, over
time, help to close that gap.

Our earnings revisions are set out below. Overall, our 2014E adjusted
EPS forecast falls 5%, and our 2015E adjusted EPS forecast falls 2%.

Figure 1: Credit Suisse earnings revisions

CHF m 2014E old 2014E new % chge 2015E old 2015E new % chge
Revenues 26,269 25,621 -2% 27,165 26,802 -1%
Stated net profit 3,937 3,638 -8% 4,923 4,746 -4%
Adjusted net profit 4,582 4,314 -6% 5,314 5,137 -3%
Adjusted EPS 2.86 2.72 -5% 3.28 3.22 -2%

Source: Deutsche Bank

Deutsche Bank AG/London
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Credit Suisse Q1 results in charts

|Figure 2: Private banking inflows (%, annualized)
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|Figure 3: Private banking margins (bp)
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Figure 4: I-Bank, underlying RoTE on B3 RWAs %
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Figure 5: Sales and trading revenues, absolute CHF m
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Figure 6: Basel lll fully-loaded CET1 ratio (%)
NB 2013 revised down 30bp pro-forma due to charges
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Figure 7: Quarterly adjusted EPS progression (CHF)
Pre-Q2 2013 is not pro-forma for MCN conversion

1.21
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Source: D Bank and Company Data
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Credit Suisse Q1 results in numbers

Below we show Credit Suisse’s consolidated and divisional PBT results versus
DB forecasts.

In calculating underlying net profit, we add back own debt (FVOD) losses of
CHF 120m and restructuring and realignment costs of CHF 123m. We then
deduct assorted disposal gains of CHF 141m. Net of tax and deconsolidating
the contribution from FIN46R minorities, we arrive at clean net profit of
CHF 1,085m, a miss versus our Q1 forecast.

Figure 8: Divisional result versus forecast

in CHF m Q12013 Q2 2013 Q32013 Q4 2013 Q12014 Q12014
ACTUAL DB EST
Private Banking 881 917 1,019 890 1,012 905
o/w Wealth Management 463 620 508 475 578 500
o/w Swiss retail 247 262 251 213 246 240
o/w Asset Management 63 131 48 389 141 7071
o/w Non-strategic PB&WM 108 -96 212 -187 47 63
Investment Banking 1,300 754 229 -60 827 996
o/w Strategic I-Banking 1,647 1,167 671 485 1,124 1,216
o/w Non-Strategic I-Banking -247 -413 -442 -545 -297 -220
Banking corporate centre -380 -139 -562 -401 -439 -494
o/w Strategic Corporate Centre -96 -94 -89 -81 -149 -84
o/w Run-Off Corporate Centre -284 -45 -473 -321 -290 -410
Core Credit Suisse 1,801 1,532 686 429 1,400 1,407
o/w Strategic 2,224 2,086 1,389 1,482 1,940 1,974
o/w Run-Off or non-strategic -423 -5564 -703 -1,053 -540 -567
Non-owned minorities 69 105 222 196 343 37
Total pre-tax income 1,870 1,637 908 625 1,743 1,444
Source: Deutsche Bank estimates and company data
Figure 9: Consolidated result versus forecast
(CHF m) Q12013 Q2 2013 Q32013 Q4 2013 Q12014 Q12014
ACTUAL DB EST
Net revenues 7,105 6,965 5,689 6,205 6,829 6,772
Total operating expenses -5,213 -5,278 -4,741 -5,540 -5,052 -5,249
Income (operations) 1,870 1,637 908 624 1,743 1,444
Income tax expense/(benefit) -498 -472 -365 -151 -543 -390
Dividends on prefs (cons) 0 0 0 0 0 0
Minority interests, net of tax -78 -119 -238 -204 -358 -52
Net attributable income (operations) 1,294 1,046 305 269 842 1,002
Income/(loss) from discon ops 9 0 150 -2 15 0
Extraordinary items, net of tax 0 0 0 -745 0 0
Cumulative effect of acing chges 0 0 0 0 0 0
Net income/(loss) 1,303 1,046 455 -478 859 1,002
Underlying net profit 1,506 1,035 699 814 1,085 1,197
Stated EPS 1.05 0.74 0.29 -0.30 0.54 0.63
Adjusted EPS ex discontinued ops 1.21 0.73 0.44 0.51 0.68 0.75
Source: Deutsche Bank estimates and company data
Deutsche Bank AG/London Page b
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Valuation and risks

Valuation

We have a target price for Credit Suisse of CHF 30. We use a weighted
average valuation approach, with divisional valuations benchmarked against
pure play competitors where available. The detailed breakdown of our
assumed returns, profits and capital is set out in the figure below.

Figure 10: SOTP valuation: Credit Suisse

CHF m except where stated Net profit Equity RoE (%) P/E (x) P/BV (x)
Wealth Management Clients 2,426 na na 14.0 na
Corp & Inst Clients 697 na na 10.0 na
Asset Management 511 na na 12.0 na
Total: Private Banking 3,635 10,061 36.1% 13.0 4.7
Investment Banking 2,878 24,192 11.9% 8.0 1.0
Non-strategic PB&WM 0 na na na na
Non-strategic IB -215 na na na na
Non-strategic CC -171 na na na na
Total unallocated plus litigation -565 6,795 na 5.7 -0.5
Total fair value at end-2015 5,661 41,047 13.5% 11.7 1.6

Less conglomerate 10%

Discounted to 12 month target
Source: Deutsche Bank

P/AUM (%)
3.5%

na

1.5%

na

na

na

na

na

na

na

Value (bn) Val PS (CHF)

33,970 21.0
6,972 4.3
6,131 3.8

47,073 29.1

23,022 14.2

0 0.0

-1,075 -0.7

-857 -0.5
-3,211 -2.0
64,951.8 40.1
-4.0

30.0

We apply a 10% discount to Credit Suisse. This is to reflect the penalty that we
believe the market applies, for inter alia lesser transparency, lower focus from
management on each business, and reinvestment risk. We apply the
conglomerate discount for banks that operate across very different
geographies or business lines, as opposed to applying it on scale grounds.

Key risks

As regards risks, Credit Suisse faces the usual banking sector risks, such as
credit risk on loan and counterparty exposures, liquidity risk, market risk,
operational risk and reputation risk. Credit Suisse is exposed to market risk to a
greater extent than its peers, thanks to its capital markets heavy mix of
investment banking and private banking. While the latter is not capital
intensive, the former is, and we expect that Credit Suisse’s strategy of moving
to a lower RWA investment banking model will lead to lost market share and
revenues. In private banking, we see Credit Suisse as exposed to tax amnesties
and investigations, especially in the US, that may lead to lost AuM and / or
fines and settlements. Credit Suisse is also negatively exposed to CHF
strength; increases in the CHF reduce dollar revenues and also reduce
shareholders equity through AOCI.
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Deutsche Bank AG/London

47



16 April 2014

Banks /
Credit Suisse Group

Appendix 1

Important Disclosures
Additional information available upon request

lDiscIosure checklist
Company Ticker Recent price* Disclosure

Credit Suisse Group CSGN.VX 27.83 (CHF) 15 Apr 14 1,7,14,15

*Prices are sourced from local exchanges via Reuters, Bloomberg and other vendors. Data is sourced from Deutsche Bank and subject companies

Important Disclosures Required by U.S. Regulators

Disclosures marked with an asterisk may also be required by at least one jurisdiction in addition to the United States.
See Important Disclosures Required by Non-US Regulators and Explanatory Notes.

1. Within the past year, Deutsche Bank and/or its affiliate(s) has managed or co-managed a public or private offering
for this company, for which it received fees.

7. Deutsche Bank and/or its affiliate(s) has received compensation from this company for the provision of investment
banking or financial advisory services within the past year.

14. Deutsche Bank and/or its affiliate(s) has received non-investment banking related compensation from this company
within the past year.

15. This company has been a client of Deutsche Bank Securities Inc. within the past year, during which time it received
non-investment banking securities-related services.

Important Disclosures Required by Non-U.S. Regulators
Please also refer to disclosures in the Important Disclosures Required by US Regulators and the Explanatory Notes.

1. Within the past year, Deutsche Bank and/or its affiliate(s) has managed or co-managed a public or private offering
for this company, for which it received fees.

7. Deutsche Bank and/or its affiliate(s) has received compensation from this company for the provision of investment
banking or financial advisory services within the past year.

For disclosures pertaining to recommendations or estimates made on securities other than the primary subject of this
research, please see the most recently published company report or visit our global disclosure look-up page on our

website at http://gm.db.com/ger/disclosure/Disclosure.egsr?ricCode=CSGN.VX
Analyst Certification

The views expressed in this report accurately reflect the personal views of the undersigned lead analyst(s) about the
subject issuer and the securities of the issuer. In addition, the undersigned lead analyst(s) has not and will not receive
any compensation for providing a specific recommendation or view in this report. Matt Spick
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IHistoricaI recommendations and target price: Credit Suisse Group (CSGN.VX)

Previous Recommendations

(as of 4/15/2014)
45.00
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w
15.00 -
10.00 1
5.00 1
0.00 T T T T T T T T T T T
Apr11 Jul11 Oct11 Jan12 Apr12 Jul12 (bcatt1e2 Jan13 Apr13 Jul13 Oct13 Jan 14
1. 20/04/2011: Hold, Target Price Change CHF47.00 10. 18/07/2012:
2. 27/04/2011: Hold, Target Price Change CHF48.00 11. 23/08/2012:
3. 20/05/2011: Upgrade to Buy, CHF48.00 12. 17/10/2012:
4. 08/07/2011: Buy, Target Price Change CHF41.00 13. 25/10/2012:
5. 28/07/2011: Downgrade to Hold, Target Price Change CHF36.00  14. 07/01/2013:
6. 22/08/2011: Hold, Target Price Change CHF32.00 15. 07/02/2013:
7. 13/10/2011: Hold, Target Price Change CHF31.00 16. 24/10/2013:
8. 01/11/2011: Hold, Target Price Change CHF28.00 17. 11/04/2014:
9. 09/02/2012: Hold, Target Price Change CHF25.00

Strong Buy

Buy

Market Perform
Underperform
Not Rated
Suspended Rating

Current Recommendations

Buy

Hold

Sell

Not Rated
Suspended Rating

*New Recommendation Structure
as of September 9,2002

Hold, Target Price Change CHF23.00

Upgrade to Buy, CHF23.00

Buy, Target Price Change CHF25.00

Buy, Target Price Change CHF26.00

Buy, Target Price Change CHF27.00

Downgrade to Hold, Target Price Change CHF29.00
Hold, Target Price Change CHF31.00

Hold, Target Price Change CHF30.00

| Equity rating key

Buy: Based on a current 12- month view of total
share-holder return (TSR = percentage change in
share price from current price to projected target price
plus pro-jected dividend yield ) , we recommend that
investors buy the stock.

Sell: Based on a current 12-month view of total share-
holder return, we recommend that investors sell the
stock

Hold: We take a neutral view on the stock 12-months
out and, based on this time horizon, do not
recommend either a Buy or Sell.

Notes:

1. Newly issued research recommendations and
target prices always supersede previously published
research.

2. Ratings definitions prior to 27 January, 2007 were:

Buy: Expected total return (including dividends)
of 10% or more over a 12-month period

Hold: Expected total return (including
dividends) between -10% and 10% over a 12-
month period

Sell: Expected total return (including dividends)
of -10% or worse over a 12-month period
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Regulatory Disclosures

1. Important Additional Conflict Disclosures

Aside from within this report, important conflict disclosures can also be found at https://gm.db.com/equities under the
"Disclosures Lookup" and "Legal” tabs. Investors are strongly encouraged to review this information before investing.

2. Short-Term Trade ldeas

Deutsche Bank equity research analysts sometimes have shorter-term trade ideas (known as SOLAR ideas) that are
consistent or inconsistent with Deutsche Bank's existing longer term ratings. These trade ideas can be found at the
SOLAR link at http://gm.db.com.

3. Country-Specific Disclosures

Australia and New Zealand: This research, and any access to it, is intended only for "wholesale clients" within the
meaning of the Australian Corporations Act and New Zealand Financial Advisors Act respectively.

Brazil: The views expressed above accurately reflect personal views of the authors about the subject company(ies) and
its(their) securities, including in relation to Deutsche Bank. The compensation of the equity research analyst(s) is
indirectly affected by revenues deriving from the business and financial transactions of Deutsche Bank. In cases where
at least one Brazil based analyst (identified by a phone number starting with +55 country code) has taken part in the
preparation of this research report, the Brazil based analyst whose name appears first assumes primary responsibility for
its content from a Brazilian regulatory perspective and for its compliance with CVM Instruction # 483.

EU countries: Disclosures relating to  our  obligations under MiFiD can be  found at
http://www.globalmarkets.db.com/riskdisclosures.

Japan: Disclosures under the Financial Instruments and Exchange Law: Company name - Deutsche Securities Inc.
Registration number - Registered as a financial instruments dealer by the Head of the Kanto Local Finance Bureau
(Kinsho) No. 117. Member of associations: JSDA, Type |l Financial Instruments Firms Association, The Financial Futures
Association of Japan, Japan Investment Advisers Association. Commissions and risks involved in stock transactions - for
stock transactions, we charge stock commissions and consumption tax by multiplying the transaction amount by the
commission rate agreed with each customer. Stock transactions can lead to losses as a result of share price fluctuations
and other factors. Transactions in foreign stocks can lead to additional losses stemming from foreign exchange
fluctuations. "Moody's", "Standard & Poor's", and "Fitch" mentioned in this report are not registered credit rating
agencies in Japan unless Japan or "Nippon" is specifically designated in the name of the entity. Reports on Japanese
listed companies not written by analysts of Deutsche Securities Inc. (DSI) are written by Deutsche Bank Group's analysts
with the coverage companies specified by DSI.

Qatar: Deutsche Bank AG in the Qatar Financial Centre (registered no. 00032) is regulated by the Qatar Financial Centre
Regulatory Authority. Deutsche Bank AG - QFC Branch may only undertake the financial services activities that fall
within the scope of its existing QFCRA license. Principal place of business in the QFC: Qatar Financial Centre, Tower,
West Bay, Level 5, PO Box 14928, Doha, Qatar. This information has been distributed by Deutsche Bank AG. Related
financial products or services are only available to Business Customers, as defined by the Qatar Financial Centre
Regulatory Authority.

Russia: This information, interpretation and opinions submitted herein are not in the context of, and do not constitute,
any appraisal or evaluation activity requiring a license in the Russian Federation.

Kingdom of Saudi Arabia: Deutsche Securities Saudi Arabia LLC Company, (registered no. 07073-37) is regulated by the
Capital Market Authority. Deutsche Securities Saudi Arabia may only undertake the financial services activities that fall
within the scope of its existing CMA license. Principal place of business in Saudi Arabia: King Fahad Road, Al Olaya
District, P.O. Box 301809, Faisaliah Tower - 17th Floor, 11372 Riyadh, Saudi Arabia.

United Arab Emirates: Deutsche Bank AG in the Dubai International Financial Centre (registered no. 00045) is regulated
by the Dubai Financial Services Authority. Deutsche Bank AG - DIFC Branch may only undertake the financial services
activities that fall within the scope of its existing DFSA license. Principal place of business in the DIFC: Dubai
International Financial Centre, The Gate Village, Building 5, PO Box 504902, Dubai, U.A.E. This information has been
distributed by Deutsche Bank AG. Related financial products or services are only available to Professional Clients, as
defined by the Dubai Financial Services Authority.
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. o . Price: SF27.95
Disappointing IB revenues vs. consensus: remain UW ree

- ALERT 15 April 2014

Conclusion: CSG should be underperforming today. The results are
disappointing in the core divisions against consensus. We were below

European Banks

Kian Abouhossein "°

consensus going into Q1 results. The disappointment is mainly related to (44-20) 7134-4575

weak revenues in WM and B, partially offset by good cost management. kian.abouhossein@jpmorgan.com
However we would not read too much into 1Q cost management as 4Q Bloomberg JPMA ABOUHOSSEIN <GO>
cost could see a “true-up” as we witnessed in [B 4Q13. CSG reported Amit Ranjan

(44-20) 7134-4576
amit.x.ranjan@jpmorgan.com
J.P. Morgan Securities plc

pretax SF1.4bn, after one-off adjustments we get to clean SF1.5bn
compared to company sourced clean consensus SF1.7bn i.e. a miss of
SF214m (-12% below consensus and SF79m below JPMe). Within the
strategic divisions the clean PBT was -9% below consensus SF2.1bn, a
miss of -SF198m. The miss is mainly related to the IB making clean pretax
SF1,124m a miss of SF155m against consensus driven by weaker revenues
in FICC (EM revenues weak), and Equities (cash equities) missing by
¢.SF100m in each business line. IB C/I ratio came in at 68%, vs. consensus
66%. WM was slightly better than consensus on a pretax basis at SF578m
(SEF16m better), due to good cost management whereas top line margins
disappointed at 104bps in line with 4Q normally the weakest of the year so
should have been up - consensus expected 107bps in Q1 14. Generally
revenues were weaker in the two key divisions WM and IB. Basel 3 CET1
fully-loaded ratio was 10% (consensus 10.6%) flat vs. 4Q, due to higher
RWAs operational risk add-on/methodology changes. Overall this is not a
good read across for European [Bs or for WM. We would expect UBS to
do better on top line margins as well as IB revenues. Basel 3 was 10.0% vs.
our estimate of 10.3% and consensus 10.6%. CSG trades at 9.1x P/E and
1.2x P/NAV for RoNAV 13.2% in 2015E. The results today are
disappointing against consensus. However we are more concerned
about the L-T IB strategy of CSG. As we outlined in our report “Credit
Suisse Group: CEQ for a Day: FICC strategy unsustainable - Downgrade
to UW” published 9th April 2014, the value of the private bank cannot be
unlocked and the implied CoE should stay high as long as CSG does not
restructure its FICC business further, we estimate it will consume 34% of
group and 58% IB capital in 2015.

Results in Strategic units by division vs. consensus— disappointing in
the IB, inline WMC and CIC but AM strong

Strategic IB PBT SF155mn below consensus due to lower revenues -
Weak revenues in Equities and FICC vs. consensus partly offset by lower
costs. Clean pre-tax profit of SF1,124mn vs. clean consensus SF1,279mn -
so SF155mn lower than consensus.

e FICC clean revenues of SF1,609mn, (down -21% YoY) vs. consensus
SF1,688mn with strong securitized product and Credit performance YoY
offset by difficult conditions in Emerging Market and Macro.

See page 3 for analyst certification and important disclosures, including non-US analyst disclosures.

J.P. Morgan does and seeks to do business with companies covered in its research reports. As a result, investors should be aware that
the firm may have a conflict of interest that could affect the objectivity of this report. Investors should consider this report as only a single
factor in making their investment decision.
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* Equities clean revenues at SF1,207mn, down -8% YoY vs. consensus
SF1,311mn.

o Investment Banking clean revenues of SF831mn, up 9% YoY vs.
consensus SF776mn with strong Advisory and Equity underwriting
revenues.

e Clean cost/Income ratio of 68% in Q1 14 vs. consensus 66%.

o Basel IIl RWAs in strategic IB increased to $167bn from $156bn in Q4
[3 mostly due to $8bn in methodology uplifts, including operational risk
add-on.

e Wealth Management Clients — Clean pretax of SF578mn, SFl16mn
higher than clean consensus at SF562mn mainly driven by lower costs.
Clean revenues were SF2,074mn vs. consensus of SF2,131mn. Margins
at 104bps in 1Q 14 were flat QoQ and lower YoY (consensus 107bps,
107bps Q1 13). Net interest margin was down at 35bps (38bps in Q413
and Q113), recurring fees margin at 37bps (vs. 38bps in Q413 and 37 bps
in Q1 13) and transaction and performance based margins were up at
32bps (vs. 28bps in Q413 and 32bps in Q113). Operating costs at
SF1,480mn were higher leading to clean cost/income ratio of 71% vs.
consensus c.73%. Net new money inflows were SF10.6bn primarily in
higher wealth-bands (5.4% annualized) vs. consensus SF5.8bn. Assets
under management increased to SF805bn from SF791bn in Q4 13. We
are reluctant to give CSG credit for its good cost management in 1Q in
WM, as it could be a “hockey stick™ event as we witnessed in the 4Q13.

e CIC - Q1 14 pretax of SF246mn vs. consensus at SF245mn, with
higher QoQ and YoY recurring commissions fees and transaction and
performance based revenues. C/I ratio was at 50% vs. consensus ¢.52%.
Net new flows were SF0.4bn.

e Asset Management: Q1 14 clean strong pretax of SF141mn was
slightly above consensus at SF134mn. Cost/Income ratio was 70% clean
inline with consensus at 70%. AUM increased to SF363bn with SF6.9bn
inflows in net new assets. Fee based margins were strong at 49bps from
87bps in Q4 13 and 46bps in Q113.

* Non-strategic units: Clean pre-tax loss of SF438mn vs. consensus pre-
tax loss of SF422mn. Basel 3 RWAs were flat at SF24bn RWA
reductions in Q1 14 offset by the impact of methodology changes.
Excluding adjustments for methodology changes, risk-weighted asset
were reduced by SF4bn, while leverage exposure was down SF1lbn
from SF99bn to SF99bn. CSG has a target to reduce Basel 3 RWAs to
SF10bn by 2015 and leverage exposure to SF26bn by 2015.

o Corporate Center: Stated Q1 14 pretax loss of SF149mn in the
Strategic unit vs. consensus pre-tax loss of SF82mn. Non-strategic unit
stated pre-tax loss of SF290mn vs. consensus SF26 1mn pre-tax loss.
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Analyst Certification: The research analyst(s) denoted by an “AC” on the cover of this report certifies (or, where multiple research
analysts are primarily responsible for this repott, the research analyst denoted by an “AC” on the cover or within the document
individually certifies, with respect to each security or issuer that the research analyst covers in this research) that: (1) all of the views
expressed in this report accurately reflect his or her personal views about any and all of the subject securities or issuers; and (2) no part of
any of the research analyst's compensation was, is, or will be directly or indirectly related to the specific recommendations or views
expressed by the research analyst(s) in this report. For all Korea-based research analysts listed on the front cover, they also certify, as per
KOFTA requirements, that their analysis was made in good faith and that the views reflect their own opinion, without undue influence or
intervention.

Important Disclosures

® Market Maker/ Liquidity Provider: J.P. Morgan Securities plc and/or an affiliate is a market maker and/or liquidity provider in
Credit Suisse Group.

® Lead or Co-manager: J.P. Morgan acted as lead or co-manager in a public offering of equity and/or debt securities for Credit Suisse
Group within the past 12 months.

® (Client: J.P. Morgan currently has, or had within the past 12 months, the following company(ies) as clients: Credit Suisse Group.

® (Client/Investment Banking: J.P. Morgan currently has, or had within the past 12 months, the following company(ies) as investment
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® (Client/Non-Securities-Related: J.P. Morgan currently has, or had within the past 12 months, the following company(ies) as clients,
and the services provided were non-securities-related: Credit Suisse Group.

® [uvestment Banking (past 12 months): J.P. Morgan received in the past 12 months compensation from investment banking Credit
Suisse Group.

® [uvestment Banking (next 3 months): J.P. Morgan expects to receive, or intends to seek, compensation for investment banking
services in the next three months from Credit Suisse Group.

® Non-Investment Banking Compensation: J.P. Morgan has received compensation in the past 12 months for products or services
other than investment banking from Credit Suisse Group.

Company-Specific Disclosures: Important disclosures, including price charts, are available for compendium reports and all J.P. Morgan—
covered companies by visiting https:/jpmm.com/research/disclosures, calling 1-800-477-0406, or e-mailing
research.disclosure.inquiries(@jpmorgan.com with your request. J.P. Morgan’s Strategy, Technical, and Quantitative Research teams may
screen companies not covered by J.P. Morgan. For important disclosures for these companies, please call 1-800-477-0406 or e-mail
research.disclosure.inquiries@)jpmorgan.com.

Credit Suisse Group (CSGN.VX, CSGN VX) Price Chart Date Rating Share Price Price Target
{SwF) {SwF)
28-Nov-06 OW 77.85 88.00
ow 5W| OVi ow 5WF75| ow 5{ ow 5WF6| ow 5WF59| 0\4 OW SwF31 | OW SwF24 | 18-Dec-06 OW 83.67 90.00
W] [ ] [ 1 [ [ 1 [ 15-Jan-07 OW  85.86 92.00
PW S 0W| 0| ow SWII 0W| OW SwF60 IOW% OW{ 0| ow 5WF33| 0W| OW SwF34 | 22-Jan-07 OW 85.61 93.00
e I — {11 11 I [ [ 15-Feb-07 OW  91.33 100.00
py ow 0W| 0W4 0W4 0W4 ow Swl 0\’1 oW & ow| ow 5| OV\J ow 5WF28| N { uUwswk (07-Mar-07 OW 83.92 99.00
Price(SwF) 87 04-Jun-07 OW  93.12 100.00
05-Sep-07 OW 79.70 97.00
58 01-Nov-07 OW 77.90 92.00
29-Nov-07 OW 66.40 91.00
'\ 04-Feb-08 OW  62.25 78.00
2 A 20.Feb-08 OW  51.60 75.00
22-Apr-08 OW 53.90 68.00
0 T T T T T 24-Apr-08 OW 52.55 64.00
Sep Mar Sep Mar Sep Mar  17-Oct-08 OW 48.50 56.00
08 08 09 1 12 14 14-Jan-03 OW 28.12 46.00
Source: Bloomberg and J.P. Morgan; price data adjusted for stock splits and dividends. 12-Feb-09 OW 31.32 42.00
Initiated coverage Nov 28, 2006. 23-Apr-09  OW 39.70 50.00
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09-Jun-09 OW 49.60 60.00
09-Sep-09 OW 53.85 67.00
23-Oct-09 OW 56.75 70.00
21-Jun-10 OW 46.32 66.00
06-Jul-10  OW 40.60 61.00
23-Jul-10  OW 44.25 59.00
22-Oct-10 OW 41.41 53.00
06-Jan-11 OW 40.20 50.00
07-Jun-11 OW 35.81 47.00
24-Jun-11 OW 32.16 46.00
19-Jul-11 OW 28.72 40.00
29-Jul-11 OW 28.80 37.00
20-Sep-11 OW 22.72 33.00
02-Nov-11 OW 23.50 31.00
06-Jan-12 OW 21.80 28.00
19-Jul-12  OW 17.91 24.00
04-Sep-12 OW 18.37 22.00
26-0Oct-12 OW 21.33 24.00
27-Nov-12 OW 21.54 28.00
23-Jan-13 OW 26.77 34.00
25-0ct-13 N 29.84 32.00
09-Apr-14  UwW 28.62 32.00

The chart(s) show J.P. Morgan's continuing coverage of the stocks; the current analysts may or may not have covered it over the entire
period.
J.P. Morgan ratings or designations: OW = Overweight, N= Neutral, UW = Underweight, NR = Not Rated

Explanation of Equity Research Ratings, Designations and Analyst(s) Coverage Universe:

J.P. Morgan uses the following rating system: Overweight [Over the next six to twelve months, we expect this stock will outperform the
average total return of the stocks in the analyst’s (or the analyst’s team’s) coverage universe.] Neutral [Over the next six to twelve
months, we expect this stock will perform in line with the average total return of the stocks in the analyst’s (or the analyst’s team’s)
coverage universe.]| Underweight [Over the next six to twelve months, we expect this stock will underperform the average total return of
the stocks in the analyst’s (or the analyst’s team’s) coverage universe.] Not Rated (NR): I.P. Morgan has removed the rating and, if
applicable, the price target, for this stock because of either a lack of a sufficient fundamental basis or for legal, regulatory or policy
reasons. The previous rating and, if applicable, the price target, no longer should be relied upon. An NR designation is not a
recommendation or a rating. In our Asia (ex-Australia) and U.K. small- and mid-cap equity research, each stock’s expected total return is
compared to the expected total return of a benchmark country market index, not to those analysts’ coverage universe. If it does not appear
in the Important Disclosures section of this report, the certifying analyst’s coverage universe can be found on J.P. Morgan’s research
website, www.jpmorganmarkets.com.

Coverage Universe: Abouhossein, Kian: Banca Popolare di Milano (PMILMI), Credit Suisse Group (CSGN.VX), Deutsche Bank
(DBKGn.DE), Goldman Sachs (GS), Julius Baer (BAER.VX), Morgan Stanley (MS), UBS (UBSN.VX)

J.P. Morgan Equity Research Ratings Distribution, as of March 31, 2014

Overweight Neutral Underweight
(buy) (hold) (sell)
J.P. Morgan Global Equity Research Coverage 44% 44% 11%
IB clients* 58% 49% 40%
JPMS Equity Research Coverage 45% 48% 7%
IB clients* 78% 67% 60%

*Percentage of investment banking clients in each rating category.

For purposes only of FINRA/NYSE ratings distribution rules, our Overweight rating falls into a buy rating category; our Neutral rating talls into a hold
rating category; and our Underweight rating falls into a sell rating category. Please note that stocks with an NR designation are not included in the table
above.

Equity Valuation and Risks: For valuation methodology and risks associated with covered companies or price targets for covered
companies, please see the most recent company-specific research report at http://www.jpmorganmarkets.com, contact the primary analyst
or your J.P. Morgan representative, or email research.disclosure.inquiries@)jpmorgan.com.
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Equity Analysts' Compensation: The equity research analysts responsible for the preparation of this report receive compensation based
upon various factors, including the quality and accuracy of research, client feedback, competitive factors, and overall firm revenues.

Registration of non-US Analysts: Unless otherwise noted, the non-US analysts listed on the front of this report are employees of non-US
affiliates of JPMS, are not registered/qualified as research analysts under NASD/NYSE rules, may not be associated persons of JPMS,
and may not be subject to FINRA Rule 2711 and NYSE Rule 472 restrictions on communications with covered companies, public
appearances, and trading securities held by a research analyst account.

Other Disclosures

J.P. Morgan ("JPM") is the global brand name tor J.P. Morgan Securities LLC ("JPMS") and its aftiliates worldwide. J.P. Morgan Cazenove is a marketing
name for the U.K. investment banking businesses and EMEA cash equities and equity research businesses of JPMorgan Chase & Co. and its subsidiaries.

All research reports made available to clients are simultaneously available on our client website, J.P. Morgan Markets. Not all research content is
redistributed, e-mailed or made available to third-party aggregators. For all research reports available on a particular stock, please contact your sales
representative.

Options related research: If the information contained herein regards options related research, such information is available only to persons who have
received the proper option risk disclosure documents. For a copy of the Option Clearing Corporation's Characteristics and Risks of Standardized Options,
please contact your J.P. Morgan Representative or visit the OCC's website at http://www.optionsclearing.com/publications/risks/riskstoc.pdf

Legal Entities Disclosures

U.S.: JPMS is a member of NYSE, FINRA, SIPC and the NFA. JPMorgan Chase Bank, N.A. is a member of FDIC. U.K.: JPMorgan Chase N.A., London
Branch, is authorised by the Prudential Regulation Authority and is subject to regulation by the Financial Conduct Authority and to limited regulation by
the Prudential Regulation Authority. Details about the extent of our regulation by the Prudential Regulation Authority are available from J.P. Morgan on
request. J.P. Morgan Securities plc (JPMS plc) is a member of the London Stock Exchange and is authorised by the Prudential Regulation Authority and
regulated by the Financial Conduct Authority and the Prudential Regulation Authority. Registered in England & Wales No. 2711006. Registered Office 25
Bank Street, London, E14 5JP. South Africa: J.P. Morgan Equities South Africa Proprietary Limited is a member of the Johannesburg Securities
Exchange and is regulated by the Financial Services Board. Hong Kong: J.P. Morgan Securities (Asia Pacific) Limited (CE number AAJ321) is regulated
by the Hong Kong Monetary Authority and the Securities and Futures Commission in Hong Kong and/or J.P. Morgan Broking (Hong Kong) Limited (CE
number AABQ27) is regulated by the Securities and Futures Commission in Hong Kong. Korea: J.P. Morgan Securities (Far East) Ltd, Seoul Branch, is
regulated by the Korea Financial Supervisory Service. Australia: J.P. Morgan Australia Limited (JPMAL) (ABN 52 002 888 011/AFS Licence No:
238188) is regulated by ASIC and J.P. Morgan Securities Australia Limited (JPMSAL) (ABN 61 003 245 234/AFS Licence No: 238066) is regulated by
ASIC and is a Market, Clearing and Settlement Participant of ASX Limited and CHI-X. Taiwan: J.P.Morgan Securities (Taiwan) Limited is a participant
of the Taiwan Stock Exchange (company-type) and regulated by the Taiwan Securities and Futures Bureau. India: J.P. Morgan India Private Limited,
having its registered office at J.P. Morgan Tower, Oft. C.S.T. Road, Kalina, Santacruz East, Mumbai - 400098, is a member of the National Stock
Exchange of India Limited (SEBI Registration Number - INB 23067523 1/INF 23067523 I/INE 23067523 1) and Bombay Stock Exchange Limited (SEBI
Registration Number - INB 010675237/INF 010675237) and is regulated by Securities and Exchange Board ot India. For non local research repotts, this
material is not distributed in [ndia by J.P. Morgan India Private Limited. Thailand: This material is issued and distributed in Thailand by JPMorgan
Securities (Thailand) Ltd., which is a member of the Stock Exchange of Thailand and is regulated by the Ministry of Finance and the Securities and
Exchange Commission and its registered address is 3rd Floor, 20 North Sathorn Road, Silom, Bangrak, Bangkok 10500. Indonesia: PT J.P. Morgan
Securities Indonesia is a member of the Indonesia Stock Exchange and is regulated by the OJK a.k.a. BAPEPAM LK. Philippines: ].P. Morgan Securities
Philippines Inc. is a Trading Participant of the Philippine Stock Exchange and a member of the Securities Clearing Corporation of the Philippines and the
Securities Investor Protection Fund. It is regulated by the Securities and Exchange Commission. Brazil: Banco J.P. Morgan S.A. is regulated by the
Comissao de Valores Mobiliarios (CVM) and by the Central Bank of Brazil. Mexico: J.P. Morgan Casa de Bolsa, S.A. de C.V., J.P. Morgan Grupo
Financiero is a member of the Mexican Stock Exchange and authorized to act as a broker dealer by the National Banking and Securities Exchange
Commission. Singapore: This material is issued and distributed in Singapore by or through J.P. Morgan Securities Singapore Private Limited (JPMSS)
[MCI (P) 199/03/2014 and Co. Reg. No.: 199405335R] which is a member ot the Singapore Exchange Securities Trading Limited and is regulated by the
Monetary Authority of Singapore (MAS) and/or JPMorgan Chase Bank, N.A., Singapore branch (JPMCB Singapore) which is regulated by the MAS. This
material is provided in Singapore only to accredited investors, expert investors and institutional investors, as defined in Section 4A of the Securities and
Futures Act, Cap. 289. Recipients of this document are to contact JPMSS or JPMCB Singapore in respect of any matters arising from, or in connection
with, the document. Japan: JPMorgan Securities Japan Co., Ltd. is regulated by the Financial Services Agency in Japan. Malaysia: This material is issued
and distributed in Malaysia by JPMorgan Securities {Malaysia) Sdn Bhd (18146-X) which is a Participating Organization of Bursa Malaysia Berhad and a
holder of Capital Markets Services License issued by the Securities Commission in Malaysia. Pakistan: J. P. Morgan Pakistan Broking (Pvt.) Ltd is a
member of the Karachi Stock Exchange and regulated by the Securities and Exchange Commission of Pakistan. Saudi Arabia: J.P. Morgan Saudi Arabia
Ltd. is authorized by the Capital Market Authority of the Kingdom of Saudi Arabia (CMA) to carry out dealing as an agent, arranging, advising and
custody, with respect to securities business under licence number 35-07079 and its registered address is at 8th Floor, Al-Faisaliyah Tower, King Fahad
Road, P.O. Box 51907, Riyadh 11553, Kingdom of Saudi Arabia. Dubai: JPMorgan Chase Bank, N.A., Dubai Branch is regulated by the Dubai Financial
Services Authority (DFSA) and its registered address is Dubai [nternational Financial Centre - Building 3, Level 7, PO Box 506551, Dubai, UAE.

Country and Region Specific Disclosures

U.K. and European Economic Area (EEA): Unless specified to the contrary, issued and approved for distribution in the U.K. and the EEA by JPMS plec.
Investment research issued by JPMS plc has been prepared in accordance with JPMS plc's policies for managing conflicts of interest arising as a result of
publication and distribution of investment research. Many European regulators require a firm to establish, implement and maintain such a policy. This
report has been issued in the U.K. only to persons of a kind described in Article 19 (5), 38, 47 and 49 of the Financial Services and Markets Act 2000
(Financial Promotion) Order 2005 (all such persons being referred to as "relevant persons"). This document must not be acted on or relied on by persons
who are not relevant persons. Any investment or investment activity to which this document relates is only available to relevant persons and will be
engaged in only with relevant persons. In other EEA countries, the report has been issued to persons regarded as protessional investors (or equivalent) in
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their home jurisdiction. Australia: This material is issued and distributed by JPMSAL in Australia to "wholesale clients" only. This material does not take
into account the specific investment objectives, financial situation or particular needs ot the recipient. The recipient of this material must not distribute it to
any third party or outside Australia without the prior written consent of JPMSAL. For the purposes ot this paragraph the term "wholesale client" has the
meaning given in section 761G of the Corporations Act 2001. Germany: This material is distributed in Germany by J.P. Morgan Securities plc, Frankfurt
Branch and J.P.Morgan Chase Bank, N.A., Frankfurt Branch which are regulated by the Bundesanstalt fiir Finanzdienstleistungsaufsicht. Hong Kong: The
1% ownership disclosure as of the previous month end satisfies the requirements under Paragraph 16.5(a) of the Hong Kong Code ot Conduct for Persons
Licensed by or Registered with the Securities and Futures Commission. (For research published within the first ten days of the month, the disclosure may
be based on the month end data from two months prior.) J.P. Morgan Broking {Hong Kong) Limited is the liquidity provider/market maker for derivative
warrants, callable bull bear contracts and stock options listed on the Stock Exchange of Hong Kong Limited. An updated list can be found on HKEx
website: http://www.hkex.com hk. Japan: There is a risk that a loss may occur due to a change in the price of the shares in the case of share trading, and
that a loss may occur due to the exchange rate in the case of foreign share trading. In the case of share trading, JPMorgan Securities Japan Co., Ltd., will be
receiving a brokerage fee and consumption tax (shouhizei) calculated by multiplying the executed price by the commission rate which was individually
agreed between JPMorgan Securities Japan Co., Ltd., and the customer in advance. Financial Instruments Firms: JPMorgan Securities Japan Co., Ltd.,
Kanto Local Finance Bureau (kinsho) No. 82 Participating Association / Japan Securities Dealers Association, The Financial Futures Association of Japan,
Type II Financial Instruments Firms Association and Japan Investment Advisers Association. Korea: This report may have been edited or contributed to
from time to time by aftiliates of J.P. Morgan Securities (Far East) Ltd, Seoul Branch. Singapore: JPMSS and/or its affiliates may have a holding in any of
the securities discussed in this report; for securities where the holding is 1% or greater, the specific holding is disclosed in the Important Disclosures
section above. India: For private circulation only, not for sale. Pakistan: For private circulation only, not for sale. New Zealand: This material is issued
and distributed by JPMSAL in New Zealand only to persons whose principal business is the investment of money or who, in the course of and for the
purposes of their business, habitually invest money. JPMSAL does not issue or distribute this material to members of "the public" as determined in
accordance with section 3 ot the Securities Act 1978. The recipient of this material must not distribute it to any third party or outside New Zealand without
the prior written consent of JPMSAL. Canada: The information contained herein is not, and under no circumstances is to be construed as, a prospectus, an
advertisement, a public offering, an ofter to sell securities described herein, or solicitation of an offer to buy securities described herein, in Canada or any
province or territory thereof. Any offer or sale of the securities described herein in Canada will be made only under an exemption trom the requirements to
file a prospectus with the relevant Canadian securities regulators and only by a dealer properly registered under applicable securities laws or, alternatively,
pursuant to an exemption from the dealer registration requirement in the relevant province or territory of Canada in which such offer or sale is made. The
information contained herein is under no circumstances to be construed as investment advice in any province or territory of Canada and is not tailored to
the needs ot the recipient. To the extent that the information contained herein references securities of an issuer incorporated, formed or created under the
laws of Canada or a province ot territory of Canada, any trades in such securities must be conducted through a dealer registered in Canada. No securities
commission or similar regulatory authority in Canada has reviewed or in any way passed judgment upon these materials, the information contained herein
or the merits of the securities described herein, and any representation to the contrary is an offence. Dubai: This report has been issued to persons regarded
as protessional clients as defined under the DFSA rules. Brazil: Ombudsman J.P. Morgan: 0800-7700847 / ouvidoria jp.morgan(@)jpmorgan.com.

General: Additional information is available upon request. Information has been obtained from sources believed to be reliable but JPMorgan Chase & Co.
or its affiliates and/or subsidiaries (collectively J.P. Morgan) do not warrant its completeness or accuracy except with respect to any disclosures relative to
JPMS and/or its affiliates and the analyst's involvement with the issuer that is the subject of the research. All pricing is as of the close of market for the
securities discussed, unless otherwise stated. Opinions and estimates constitute our judgment as of the date of this material and are subject to change
without notice. Past performance is not indicative of future results. This material is not intended as an ofter or solicitation for the purchase or sale of any
financial instrument. The opinions and recommendations herein do not take into account individual client circumstances, objectives, or needs and are not
intended as recommendations of particular securities, financial instruments or strategies to particular clients. The recipient of this report must make its own
independent decisions regarding any securities or financial instruments mentioned herein. JPMS distributes in the U.S. research published by non-U.S.
affiliates and accepts responsibility for its contents. Periodic updates may be provided on companies/industries based on company specific developments or
announcements, market conditions or any other publicly available information. Clients should contact analysts and execute transactions through a J.P.
Morgan subsidiary or affiliate in their home jurisdiction unless governing law permits otherwise.

"Other Disclosures" last revised April 5, 2014.

Copyright 2014 JPMorgan Chase & Co. All rights reserved. This report or any portion hereof may not be reprinted, sold or
redistributed without the written consent of J.P. Morgan.

57



ECASHENOTE

Company Update
CHE | Financials | Banks 16 April 2014

Credit Suisse (csan vx)
Miss, But Better Mix

Key Takeaway

Credit Suisse delivered 1Q14 results below consensus, driven by soft revenues.
Wealth Management however showed very strong net inflows and improved
cost control. CET1 capital, at 10.0%, was light driven by methodological RWA
increases. These results don't move the debate forward, but with expectations
so low and the quality bias towards Private Banking, there should be some
support in our view.

Soft revenues drive PTP miss. Credit Suisse reported headline net income of CHF 859m
vs consensus CHF 1,073m. Cleaner PTP for the ‘strategic’ businesses was CHF 1,940m, 9%
below consensus of CHF 2,138m. The drivers of the miss were revenue-driven across the
board (-4% vs cons. for the strategic businesses).

Very strong Wealth Management inflows. Wealth management PTP was 3% ahead
driven by strong cost control which offset a weaker revenue margin (104bp vs cons. 107bp)
on account of lower interest income. The big positive surprise was very strong net new
money inflows of CHF 10.6bn vs consensus CHF 5.8bn. This was attributed to strength in
Asia Pacific and Emerging Markets. Asset Management PTP was 5% ahead of consensus
while Corporate & Institutional was in-line.

FICC in line with peers, but Equities disappoint. Strategic Investment Banking PTP
was 12% below consensus driven by a 4% revenue miss. FICC revenues were down 21%
YoY, in-line with peers who have reported thus far. Weakness was as expected driven by
EM and rates, offset by strength in credit and securitised products. The disappointment was
equities revenues which were down 8% YoY driven by LatAm cash trading.

Absence of capital build. Capital was light. B3 CET1 was flat QoQ at 10.0% (vs consensus
of 10.6%) due to methodological RWA increases of CHF 14bn. CS now targets a "long-term"
capital ratio of 11%. The Swiss Leverage ratio was also flat QoQ at 3.7% (vs cons. 3.9%) due
to the March repurchase of Claudius hybrid capital notes.

Valuation. Price Target CHF 34.1. TNAV per share was CHF 22.1, +3% QoQ. Valuation based
on a 1 stage GGM model (RoTE 15%, CoE 11%). Credit Suisse trades on 1.2x 2014E TBV.

Jefferies

BUY

Price target CHF34.10
Price CHF27.83

Omar Fall *

Equity Analyst

+44 (0) 20 7029 8280 ofall@jefferies.com
* Jefferies International Limited

Jefferies does and seeks to do business with companies covered in its research reports. As a result, investors should be aware that Jefferies may have a conflict
of interest that could affect the objectivity of this report. Investors should consider this report as only a single factor in making their investment decision.

Please see analyst certifications, important disclosure information, and information regarding the status of non-US analysts on pages 2 to 5 of this reponss
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Company Description

Credit Suisse Group AG provides private and investment banking and advisory services. It operates through three divisions: Private Banking &
Wealth Management, Investment Banking and Shared Services. The Private Banking & Wealth Management division offers financial solutions
to private, corporate and institutional clients. It also offers investment funds to multi-asset class solutions, including equities, fixed income
products or alternative investments. The Investment Banking division provides financial products and services, including global securities
sales, trading and execution, prime brokerage and capital raising and advisory services, as well as investment research.

Analyst Certification

I, Omar Fall, certify that all of the views expressed in this research report accurately reflect my personal views about the subject security(ies) and
subject company(ies). | also certify that no part of my compensation was, is, or will be, directly or indirectly, related to the specific recommendations
or views expressed in this research report.

Registration of non-US analysts: Omar Fall is employed by Jefferies International Limited, a non-US affiliate of Jefferies LLC and is not registered/
qualified as a research analyst with FINRA. This analyst(s) may not be an associated person of Jefferies LLC, a FINRA member firm, and therefore may
not be subject to the NASD Rule 2711 and Incorporated NYSE Rule 472 restrictions on communications with a subject company, public appearances
and trading securities held by a research analyst.

As is the case with all Jefferies employees, the analyst(s) responsible for the coverage of the financial instruments discussed in this report receives
compensation based in part on the overall performance of the firm, including investment banking income. We seek to update our research as
appropriate, but various regulations may prevent us from doing so. Aside from certain industry reports published on a periodic basis, the large majority
of reports are published at irregular intervals as appropriate in the analyst's judgement.

Meanings of Jefferies Ratings

Buy - Describes stocks that we expect to provide a total return (price appreciation plus yield) of 15% or more within a 12-month period.

Hold - Describes stocks that we expect to provide a total return (price appreciation plus yield) of plus 15% or minus 10% within a 12-month period.
Underperform - Describes stocks that we expect to provide a total negative return (price appreciation plus yield) of 10% or more within a 12-month
period.

The expected total return (price appreciation plus yield) for Buy rated stocks with an average stock price consistently below $10 is 20% or more within
a 12-month period as these companies are typically more volatile than the overall stock market. For Hold rated stocks with an average stock price
consistently below $10, the expected total return (price appreciation plus yield) is plus or minus 20% within a 12-month period. For Underperform
rated stocks with an average stock price consistently below $10, the expected total return (price appreciation plus yield) is minus 20% within a 12-
month period.

NR - The investment rating and price target have been temporarily suspended. Such suspensions are in compliance with applicable regulations and/
or Jefferies policies.

CS - Coverage Suspended. Jefferies has suspended coverage of this company.

NC - Not covered. Jefferies does not cover this company.

Restricted - Describes issuers where, in conjunction with Jefferies engagement in certain transactions, company policy or applicable securities
regulations prohibit certain types of communications, including investment recommendations.

Monitor - Describes stocks whose company fundamentals and financials are being monitored, and for which no financial projections or opinions on
the investment merits of the company are provided.

Valuation Methodology

Jefferies' methodology for assigning ratings may include the following: market capitalization, maturity, growth/value, volatility and expected total
return over the next 12 months. The price targets are based on several methodologies, which may include, but are not restricted to, analyses of market
risk, growth rate, revenue stream, discounted cash flow (DCF), EBITDA, EPS, cash flow (CF), free cash flow (FCF), EV/EBITDA, P/E, PE/growth, P/CF,
P/FCF, premium (discount)/average group EV/EBITDA, premium (discount)/average group P/E, sum of the parts, net asset value, dividend returns,
and return on equity (ROE) over the next 12 months.

Jefferies Franchise Picks

Jefferies Franchise Picks include stock selections from among the best stock ideas from our equity analysts over a 12 month period. Stock selection
is based on fundamental analysis and may take into account other factors such as analyst conviction, differentiated analysis, a favorable risk/reward
ratio and investment themes that Jefferies analysts are recommending. Jefferies Franchise Picks will include only Buy rated stocks and the number
can vary depending on analyst recommendations for inclusion. Stocks will be added as new opportunities arise and removed when the reason for
inclusion changes, the stock has met its desired return, if it is no longer rated Buy and/or if it underperforms the S&P by 15% or more since inclusion.
Franchise Picks are not intended to represent a recommended portfolio of stocks and is not sector based, but we may note where we believe a Pick
falls within an investment style such as growth or value.

Risk which may impede the achievement of our Price Target

This report was prepared for general circulation and does not provide investment recommendations specific to individual investors. As such, the
financial instruments discussed in this report may not be suitable for all investors and investors must make their own investment decisions based
upon their specific investment objectives and financial situation utilizing their own financial advisors as they deem necessary. Past performance of
the financial instruments recommended in this report should not be taken as an indication or guarantee of future results. The price, value of, and
income from, any of the financial instruments mentioned in this report can rise as well as fall and may be affected by changes in economic, financial
and political factors. If a financial instrument is denominated in a currency other than the investor's home currency, a change in exchange rates may

page 2 of 5 Omar Fall, Equity Analyst, +44 (0) 20 7029 8280, ofall@jefferies.com
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adversely affect the price of, value of, or income derived from the financial instrument described in this report. In addition, investors in securities such
as ADRs, whose values are affected by the currency of the underlying security, effectively assume currency risk.

Rating and Price Target History for: Credit Suisse Group AG (CSGN VX) as of 04-15-2014
02/18/14
I:B:CHF34.1
40
! N/\Vm b
/MM ”s
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¥ 16
o1 Q2 Q3 Q1 Q2 Q3 Ql Q2 Q3 @ B
2012 2013 2014

Distribution of Ratings
IB Serv./Past 12 Mos.

Rating Count Percent Count Percent

BUY 899 49.34% 235 26.14%

HOLD 773 42.43% 135 17.46%

UNDERPERFORM 150 8.23% 5 3.33%
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Other Important Disclosures

Jefferies Equity Research refers to research reports produced by analysts employed by one of the following Jefferies Group LLC (“Jefferies”) group
companies:
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Limited. In Australia this information is issued solely by Jefferies International Limited and is directed solely at wholesale clients within the meaning of
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disclosure statement within the meaning of the Act. Jefferies International Limited is authorised and regulated by the Financial Conduct Authority
under the laws of the United Kingdom, which differ from Australian laws. Jefferies International Limited has obtained relief under Australian Securities
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This report is not an offer or solicitation of an offer to buy or sell any security or derivative instrument, or to make any investment. Any opinion or
estimate constitutes the preparer's best judgment as of the date of preparation, and is subject to change without notice. Jefferies assumes no obligation
to maintain or update this report based on subsequent information and events. Jefferies, its associates or affiliates, and its respective officers, directors,
and employees may have long or short positions in, or may buy or sell any of the securities, derivative instruments or other investments mentioned or
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does not constitute a personal recommendation or take into account the particular investment objectives, financial situations, or needs of individual
clients. Clients should consider whether any advice or recommendation in this report is suitable for their particular circumstances and, if appropriate,
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April 14, 2014
CREDIT SUISSE Buy
1Q14E Preview ARG Prioe: CHE33.00

Credit Suisse (CS) is scheduled to be the first wholesale bank to
report 1Q14 results on April 16. We expect it to show net income
of CHF1,056mn, including CHF229mn of negative one-offs
(restructuring charges and litigation), or CHF1,285mn of . .
underlying earnings. Our 1Q14E pre-tax income of CHF1,462mn Thgw}ys how available for
reflects a 19% contraction vs last year on a reported basis, driven voting. We appreciate your votes.
mainly by lower revenues in the investment bank and a higher

cost-income ratio in that division as well as continued

restructuring and litigation expenses. We have accounted for the

Department of Justice tax evasion assistance related fine in

3Q14E.

Relative Performance (12 Months)

—Credit Suisse (Rebased) ~ —STOXX Banks (Rebased)

Most of the revenue decline is driven by the contraction in fixed
income, which we think will continue through 1H14E. We expect
revenues to be down 30% YoY at CS’s FICC division, mainly
driven by the decline in rates. This is partly offset by a better
performance in cash equities, ECM and advisory, where we expect
a double digit rebound YoY. Overall, we expect equities up 4%
YoY. Overall, our total investment banking revenue forecast is
12% lower than 1Q13. We expect the cost to income ratio to
deteriorate to 69% from 64% in 1Q13.

0
Apr13 2ul13 oct13 Jan-14 Apr14

Source: FactSet.

In Private Banking & Wealth Management we expect revenues to
be down 2% YoY and 1% lower QoQ, due to lower transaction
revenues and the impact of the ongoing shift to ultra-high net Aurelia Faure
worth individuals and from offshore to onshore, which should (+44) 207 756 6783
impact revenue margins. Furthermore, we expect CS to continue afaure@gruposantander.com
to see outflows in European offshore. We think the cost-income

ratio in Wealth Management should improve slightly YoY and

should be on a similar level to 4Q13.

We have a Buy rating on Credit Suisse. It offers one of the
highest RoTE and dividend vyields for 2015E of the banks we
cover. CS trades at 8.0x 2015E EPS and 1.2x 2014E TBV vs
sector averages of 10.5x 2015E EPS and 1.1x 2014E TBV.

Company Data, April 11, 2014

Reuters/Bloomberg code CSGN.VX/CSGN VX (CHF mn) 2011 2012 2013 2014E 2015E
Market cap (CHF mn) 44,864 Total revenues 25,891 23,611 25,922 26,619 27,926
Outst shares (mn) 1,600 Pre-provision profit 3,658 2,360 5,208 5,244 7,309
Free float (%) 92.9 Loan loss Provisions 187 170 155 220 220
Avg daily vol (CHF mn) 146.9 Attributable profit 1,953 1,349 3,069 3,147 4,918
12-month range (CHF) 24.46 - 30.29 Adj. EPS (CHF) 111 3.09 3.00 2.82 3.57
Historical volatility (%) 19.5 DPS (CHF) 0.75 0.75 0.70 0.75 1.50
Implied volatility (%) 23.7 tNAVPS (CHF) 20.55 20.24 22.59 24.32 28.05
Performance (%) -1M -3M -12M Fully Loaded CET1 (%) 10.7 8.0 10.3 10.6 10.8
Absolute 0.6 -5.3 9.2 PANAVPS 15 1.0 1.2 1.2 1.0
Relative to STOXX Banks 2.0 -3.0 7.5 Adj. PIE (x) 28.1 6.5 8.9 10.0 7.8

RotNAV (%) 5.4 15.3 133 11.6 12.7
Source: FactSet. Source: Company data and Santander Investment Bolsa estimates.

US investors’ enquiries should be directed to Santander Investment Securities Inc. (SIS) at (212) 692-2550.
US recipients should note that this research was produced by a non-member affiliate of SIS and,
in accordance with NASD Rule 2711, limited disclosures can be found on the back cover.

63



1Q14E EARNINGS PREVIEW

We expect CS to report net income of CHF1,056mn in 1Q14E, including a CHF229mn
negative one-off, ie, CHF1,285mn of underlying earnings. On a pre-tax basis, we forecast
income of CHF1,462mn or CHF1,767mn of underlying income.

Our egtimates are 2% below the market consensus at the reported net income level. In terms of
extraordinary items, we have accounted for CHF180mn in litigation provisions in the
Investment Banking division and for CHF175mn of restructuring expenses in the corporate
centre.

Figure 1. Credit Suisse — Earnings Forecasts, (SAN) vs Consensus, 1Q14E

1Q14 SAN1Q14E Estimates

(CHF mn) 1Q13 Consensus 1Q14E SAN One-offs Underlying vs Cons. YoY Change
Group P&L
Revenues 7,018 6,872 6,573 - 6,573 -4% -6%
Provisions 22 - 55 - 55 NA 150%
Staff costs 2,990 - 2,869 - 2,869 NA -4%
Admin costs 1,731 - 1,717 - 1,717 NA -1%
Commission expenses 470 - 469 - 469 NA 0%

Total other expenses 2,201 - 2,187 - 2,187 NA -1%
Total expenses 5,191 - 5,056 305 4,751 NA -3%
Pre-tax profit 1,805 1,515 1,462 -305 1,767 -3% -19%
Tax 499 389 393 -76 469 1% -21%
Post tax pre extraordinary 1,306 1,126 1,070 -229 1,298 -5% -18%
Discontinued operations 6 4 0 - 0 NA NA
Extraordinary items 0 - 0 - 0 NA NA
Minorities 9 - 14 - 14 NA 53%
Net income 1,303 1,073 1,056 -229 1,285 -2% -19%
Pre-tax income split
Group ex non-controlling 1,805 1,515 1,462 -305 1,767 -3% -19%
PB&WM 881 888 927 - 927 4% 5%
Investment Bank 1,300 970 949 -130 1,079 -2% -27%
Corporate centre -376 -343 -414 -175 -239 21% 10%
Pre-tax income (strategic)
Core result 2,207 2,138 1,882 0 1,882 -12% -15%
Corporate & Institutional 239 245 253 - 253 3% 6%
Wealth Management 454 562 471 - 471 -16% 4%
Investment Bank 1,547 1,279 1,179 - 1,179 -8% -24%
Asset Management 63 134 76 - 76 -43% 21%
Corporate center -96 -82 -98 — -98 20% 2%

Source: Company data and Santander Investment Bolsa estimates.
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The views expressed in this report accurately reflect the personal views of the undersigned analyst(s). In addition, the undersigned analyst(s) has not and will not
receive any compensation for providing a specific recommendation or view in this report: Aurelia Faure.

The analysts referenced in connection with the section for which he or she is responsible may have received or will receive compensation based upon, among other
factors, the overall profitability of Grupo Santander, including profits derived from investment banking activities.

Grupo Santander may have a financial interest in the issuers/companies mentioned in this report, including a long or short position in their securities and/or
options, futures or other derivative instruments based thereon or vice versa. Information relating to this is available upon request.

Grupo Santander has been lead or co-lead manager over the previous 12 months in a publicly disclosed offer of or on financial instruments of Credit Suisse.

Grupo Santander may, in the last twelve months, have solicited or performed investment banking and/or underwriting activities and/or other services (including
acting as adviser, manager, or lender) for any issuer/company referred to in this report which may have given rise to a payment or promise of a payment in relation
to these services. Information relating to this is available upon request.

Key to Investment Codes*

% of Companies

Covered with Provided with Investment
Rating Definition This Rating Banking Services in the Past 12 Months
Buy Upside of more than 15%. 40.60 20.30
Hold Upside of 10%-15%. 37.59 12.78
Underweight Upside of less than 10%. 21.05 7.52
Under Review 0.75 0.75

NOTE: Given the recent volatility seen in the financial markets, the recommendation definitions are only indicative until further notice.
(*) Target prices set from January to June are for December 31 of the current year. Target prices set from July to December are for December 31 of the following year.

This report has been prepared by Santander Investment Bolsa, S.V., S.A. and is provided for information purposes only. Santander Investment Bolsa, S.V., S.A. is
registered in Spain and is authorised and regulated by the CNMV.

This report is issued in the United States by Santander Investment Securities Inc. (“SIS”), in Spain by Santander Investment Bolsa, S.V., S.A. (“SIB") under the
supervision of the CNMV and in the United Kingdom by Banco Santander, S.A., London Branch (“Santander London”). SIS is registered in the United States and is
a member of FINRA. Santander London is registered in the United Kingdom and subject to limited regulation by the Financial Services Authority, UK (‘FSA"). SIS,
SIB and Santander London are members of Grupo Santander. A list of authorised legal entities within Grupo Santander is available upon request.

This material constitutes “investment research” for the purposes of the Markets in Financial Instruments Directive and as such contains an objective or independent
explanation of the matters contained in the material. Any recommendations contained in this document must not be relied upon as investment advice based on the
recipient’'s personal circumstances. The information and opinions contained in this report have been obtained from, or are based on, public sources believed to be
reliable, but no representation or warranty, express or implied, is made that such information is accurate, complete or up to date and it should not be relied upon as
such. Furthermore, this report does not constitute a prospectus or other offering document or an offer or solicitation to buy or sell any securities or other investment.
Information and opinions contained in the report are published for the assistance of recipients, but are not to be relied upon as authoritative or taken in substitution
for the exercise of judgement by any recipient, are subject to change without notice and not intended to provide the sole basis of any evaluation of the instruments
discussed herein.

Any reference to past performance should not be taken as an indication of future performance. This report is for the use of intended recipients only and may not be
reproduced (in whole or in part) or delivered or transmitted to any other person without the prior written consent of SIB.

Investors should seek financial advice regarding the appropriateness of investing in financial instruments and implementing investment strategies discussed or
recommended in this report and should understand that statements regarding future prospects may not be realised. Any decision to purchase or subscribe for
securities in any offering must be based solely on existing public information on such security or the information in the prospectus or other offering document issued
in connection with such offering, and not on this report.

The material in this research report is general information intended for recipients who understand the risks associated with investment. It does not take into account
whether an investment, course of action, or associated risks are suitable for the recipient. Furthermore, this document is intended to be used by market
professionals (eligible counterparties and professional clients but not retail clients). Retail clients must not rely on this document.

To the fullest extent permitted by law, no Grupo Santander company accepts any liability whatsoever (including in negligence) for any direct or consequential loss
arising from any use of or reliance on material contained in this report. All estimates and opinions included in this report are made as of the date of this report.
Unless otherwise indicated in this report, there is no intention to update this report.

SIB may make a market in, or may, as principal or agent, buy or sell securities of the issuers mentioned in this report or derivatives thereon. SIB may have a
financial interest in the issuers mentioned in this report, including a long or short position in their securities and/or options, futures or other derivative instruments
based thereon, or vice versa.
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SIB may receive or intend to seek compensation for investment banking services in the next three months from or in relation to an issuer mentioned in this
report. Any issuer mentioned in this report may have been provided with sections of this report prior to its publication in order to verify its factual accuracy.

ADDITIONAL INFORMATION

SIB or any of its salespeople, traders and other professionals may provide oral or written market commentary or trading strategies to its clients that reflect
opinions that are contrary to the opinions expressed herein. Also, in certain cases, a security may be covered by more than one analyst within Grupo
Santander. Each of these analysts may use different methodologies to value the security and, as a result, the recommendations may differ and the price
targets and estimates of each may vary widely. Furthermore, SIB's trading and investment businesses may make investment decisions that are inconsistent
with the recommendations expressed herein.

No part of this report may be copied, conveyed, distributed or furnished to any person or entity in any country (or persons or entities in the same) in which its
distribution is prohibited by law. Failure to comply with these restrictions may breach the laws of the relevant jurisdiction.

Investment research issued by SIB is prepared in accordance with Grupo Santander policies for managing conflicts of interest. In relation to the production of
investment research, Grupo Santander has internal rules of conduct that contain, among other things, procedures to prevent conflicts of interest including
Chinese Walls and, where appropriate, establishing specific restrictions on research activity. Information concerning the management of conflicts of interest
and the internal rules of conduct are available on request.

COUNTRY AND REGION SPECIFIC DISCLOSURES

United Kingdom (UK): Unless specified to the contrary, this report has been distributed in the UK by Banco Santander, S.A. London Branch and has been
prepared in accordance with Grupo Santander’s policies for managing conflicts of interest arising as a result of publication and distribution of investment research.
This report has been issued in the UK only to market professionals (professional or eligible counterparties but not retail clients) or persons of a kind described in
Article 19 (5), 38, 47 and 49 of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005 (all such persons being referred to as “relevant
persons”). The content 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 only available to relevant persons and will be engaged in only with relevant persons. European Economic Area (EEA): Unless
specified to the contrary, this report has been approved for distribution in the EEA by SIB. Investment research issued by SIB has been prepared in accordance
with Grupo Santander’s policies for managing conflicts of interest arising as a result of publication and distribution of investment research. Many European
regulators require that a firm establish, implement and maintain such a policy. Any investment or investment activity to which this document relates is only
regarded as being provided to professional investors (or equivalent) in their home jurisdiction. United States of America (US): This report is being distributed to
US persons by Santander Investment Securities Inc (“SIS™) or by a subsidiary or affiliate of SIS that is not registered as a US broker dealer, to US major
institutional investors only. Any US recipient of this report (other than a registered broker-dealer or a bank acting in a broker-dealer capacity) that would like to
effect any transaction in any security or issuer discussed herein should contact and place orders in the US with the company distributing the research, SIS at
(212) 692-2550, which, without in any way limiting the foregoing, accepts responsibility (solely for purposes of and within the meaning of Rule 15a-6 under the US
Securities Exchange Act of 1934) under this report and its dissemination in the US. US recipients of this report should be advised that this research has been
produced by a non-member affiliate of SIS and, therefore, by rule, not all disclosures required under NASD Rule 2711 apply. Hong Kong (HK): This report is
being distributed in Hong Kong by a subsidiary or affiliate of Banco Santander, S.A. Hong Kong Branch, a branch of Banco Santander, S.A. whose head office is
in Spain. The 1% ownership disclosure satisfies the requirements under Paragraph 16.5(a) of the Hong Kong Code of Conduct for persons licensed by or
registered with the Securities and Futures Commission, HK. Banco Santander, S.A. Hong Kong Branch is regulated as a Registered Institution by the Hong Kong
Monetary Authority for the conduct of Advising and Dealing in Securities (Regulated Activity Type 4 and 1 respectively) under the Securities and Futures
Ordinance. The recipient of this material must not distribute it to any third party without the prior written consent of Banco Santander, S.A. Japan (JP): This report
has been considered and distributed in Japan to Japanese-based investors by a subsidiary or affiliate of Banco Santander, S.A. - Tokyo Representative Office,
not registered as a financial instruments firm in Japan, and to certain financial institutions defined by article 17-3, item 1 of the Financial Instruments and
Exchange Law Enforcement Order. Some of the foreign securities stated in this report are not disclosed according to the Financial Instruments and Exchange
Law of Japan. There is a risk that a loss may occur due to a change in the price of the shares in the case of share trading and that a loss may occur due to the
exchange rate in the case of foreign share trading. China (CH): This report is being distributed in China by a subsidiary or affiliate of Banco Santander, S.A.
Shanghai Branch (“Santander Shanghai”). Santander Shanghai or its affiliates may have a holding in any of the securities discussed in this report; for securities
where the holding is greater than 1%, the specific holding is disclosed in the Important Disclosures section above. Singapore (Sl): This report is issued and
distributed in Singapore by Banco Santander, S.A. (Representative Office), authorised by the Monetary Authority of Singapore. It is not intended for distribution to
any persons other than accredited investors, as defined in the Securities and Futures Act (Chapter 289 of Singapore), and persons whose business involves the
acquisition or disposal of, or the holding of capital markets products (as defined in the Securities and Futures Act (Chapter 289 of Singapore)).

For further country and region specific disclosures please refer to Santander Investment Bolsa, S.V., S.A.

© Santander Investment Bolsa, Sociedad de Valores, S.A., 2014. All Rights Reserved.
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Company report

Neutral

Target price (CHF) 30.00

Share price (CHF) 28.53

Potential return (%) 5.2

Note: Potential return equals the percentage
difference between the current share price and
the target price

Dec 2013a 2014e 2015e

HSBC EPS 142 223 2.50
HSBC PE 20.1 12.8 114

Performance m™m 3M

Absolute (%) 16  -36
Relative? (%) 10 42

Note: (V) = volatile (please see disclosure appendix)
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Credit Suisse (CSGN VX)

N: Rebound still some way off

» We believe a recovery in private banking margins is still
some way off

» Costs have come down a lot but with the unamortised
deferral portion increasing, the downside protection in an
environment of weaker revenues has reduced

» We remain Neutral but increase our target price to CHF30
(from CHF28.5) as we roll forward to 2016

Private Banking rebound is distant: We realise that part of the buy case for Credit Suisse
relies on improving NIM in the private bank business as the interest rate cycle starts to turn.
Credit Suisse should benefit but it is worth noting that its US operations are significantly
smaller than those of UBS (which is in regions where rates are likely to turn first). We also
highlight that in 2013 it benefited from significantly higher performance fees and carried
interest. The fee-based margin on the asset management business jumped by 6bps in 2013,
mainly due to higher performance fees. Given that 2013 was a very strong year of
investment returns for financial markets, and in the year-to-date most of the asset classes are
struggling, we think performance fees are likely to decline and hence act as headwinds in the

improvement in the performance of the overall private banking division.

Investment Banking performance is mixed: Credit Suisse has a very strong equities
franchise. During 2013, equity sales and trading revenues were up due to very a strong
performance in equity derivatives and increasing market shares in cash equities in US and
Europe. However, fixed income suffered due to weak performance in rates, securitisation
and EM products. On the debt underwriting side, it lost market share in high yield market.
Within equities underwriting, although Credit Suisse reported a 39% y-o-y increase in
revenues, it lost market share in both IPOs and follow-on issues.

Costs will be stickier now: Compensation expenses fell by CHF3.3bn in the last four years.
This is a function of (a) a reduction in fixed compensation of CHF1.5bn; and (b) a reduction
in variable bonuses of CHF 1.8bn. However, now the business has reached a stage where the
unamortised portion of variable compensation has started to increase again (unamortised
deferrals at the end of year (CHF): 2010; 5.8bn; 2011: 3.8bn; 2012: 3.2bn; 2013: 3.4bn).
The increase in unamortised deferrals implies that in future variable compensations costs are
likely to remain high in the event of weakness in revenues.

Valuation: We increase our target price to CHF30.0 (from CHF28.5) as we roll forward
to 2016. We retain our Neutral rating.

Index? SMI

Index level 8,421 Free float (%) 100
RIC CSGN.VX Market cap (USDm) 51,916
Bloomberg CSGN VX Market cap (CHFm) 45537
Source: HSBC Source: HSBC

Extel Survey 2014 runs from March 24th through to May 7th.
If you value our service and insight please vote for HSBC at
www.extelsurveys.com/quickvote
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Financial statements

Core profitability (% RWAs) and leverage

Year to 12/2013a  12/2014e  12/2015¢  12/2016e Year to 12/2013a  12/2014e  12/2015e  12/2016e
P&L summary (CHFm) Net interest income 29 29 3.0 31
Net interest income 8,115 8,028 8,359 gggr  Hadig profits 10 09 09 10
o Other income 0.6 0.7 0.6 0.6
Net fees/commissions 13,226 13,605 14,169 14,735 .
) . Operating expense -6.8 -6.9 -7.0 7.2
Trading profits 2,739 2,500 2,550 2,760 hat )
> Pre-provision profit 2.3 25 2.7 2.8
Other income 1,776 1,794 1,800 1,700
) Bad debt charge -0.1 -0.1 -0.41 -0.1
Total income 25,856 25,927 26,878 28,082 : ’
. HSBC attributable profit 0.8 14 1.6 1.8
Operating expense -19,251 -18,932 -19,432 -20,307
Leverage (x) 6.9 6.2 59 5.6
Bad debt charge -167 -189 -240 -299 Return on average tier 1 5.0 79 8.6 9.4
Other -2,027 -1,300 -900 -300 . i . i
HSBC PBT 4411 5,506 6,305 7,176 Valuation data
Exceptionals -377 -1,300 -900 -300
PBT 6,061 5,506 6,305 7176 Year to 12/2013a  12/2014e  12/2015e  12/2016e
Taxation -1,276 -1,377 -1,576 -1,743 «
' ' ' ' PE 20.1 12.8 114 10.1
Minorities + preferences -1,081 -503 -545 -594 nrovici "
Attributable profit 3704 3,627 4,184 4,839 E;,‘j e multiple :; :i ?g ?g
HSBC attributable profit 2,351 3,925 4,499 5,203 Equity cash flow yield (%) 80 8.4 91 107
Balance sheet summary (CHFm) Dividend yield (%) 25 28 3.0 3.2
Ordinary equity 42,907 45,507 48,582 52,233 Note:* = Based on HSBC EPS (il diluted)
HSBC ordinary equity 42,907 45507 48,582 52,233 Pri lati
Customer loans 247065 254477 262111 269,975 rice relative
Debt securities holdings 0 0 0 0 32 32
Customer deposits 333,089 333,089 343,082 353,374 N
Interest earning assets 795,350 776,524 788,172 811,817 27 IJ 27
Total assets 872,602 872,602 898,780 925,743
Capital (%) 2 [ 2
AP D
RWA (CHFm) 273,846 275,000 280,000 285,000
Core tier 1 10.8 1.9 12.9 140 7 7
Total tier 1 171 18.0 18.6 19.4
Total capital 20.8 217 223 23.0 12 ; ; 12
2012 2013 2014 2015
— Credit Suisse —Relto SMI
Ratio, growth & per share analysis
Source: HSBC
Year to 12/2013a  12/2014e  12/2015¢  12/2016e
Note: price at close of 10 Apr 2014
Year-on-year % change
Total income 79 0.3 37 45
Operating expense 5.6 1.7 2.6 45
Pre-provision profit 85.3 59 6.4 44
EPS 113.5 718 12.7 125
HSBC EPS -14.0 57.2 12.0 125
DPS -6.7 14.3 6.2 59
NAV (including goodwill) 5.1 6.5 3.8 46
Ratios (%)
Cost/income ratio 74.5 73.0 723 723
Bad debt charge 0.1 0.1 041 0.1
Customer loans/deposits 74.2 76.4 76.4 76.4
NPL/loan 0.7 0.7 0.6 0.6
NPL/RWA 0.6 0.6 0.6 0.6
Provision to risk assets/RWA 0.3 0.3 0.3 0.3
Net write-offRWA 0.0 0.0 0.0 0.0
Coverage 51.2 53.7 53.7 53.7
ROE (including goodwill) 5.7 8.9 9.6 10.3
Per share data (CHF)
EPS reported (fully diluted) 2.24 2.06 2.32 2.62
HSBC EPS (fully diluted) 1.42 2.23 2.50 2.81
DPS 0.70 0.80 0.85 0.90
NAV 19.53 21.09 22.20 23.55
NAV (including goodwill) 24.08 25.64 26.62 27.86
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Valuation and risks

We value CS shares using a hybrid sum-of-the-

parts (SOTP) and price/book versus ROTE model.

We allocated capital by division and compute a
fair price/book assuming a minimum capital ratio
of 12%, a cost of capital of 10% and a 3%
long-term growth rate.

We project Credit Suisse will earn an implied
return on Basel I1I capital of over 13%, above our
cost of capital assumption. Our model indicates a
fair value of CHF29.9 for CS shares (from
CHF28.5) as we roll forward to 2016 from 2015.
We round this to CHF30. Under our research
model, for stocks without a volatility indicator,
the Neutral band is Sppts above and below the
hurdle rate for Swiss stocks of 7.5%.

Our target price implies a potential return of
5.2%, within the Neutral band; therefore, we rate
Credit Suisse shares Neutral. Potential return
equals the percentage difference between the
current share price and the target price, including
the forecast dividend yield when indicated.

The main risks to our Neutral rating are: a
weaker/stronger-than-expected capital markets
environment; delivering better/worse than forecast
RWA, de-leveraging and cost reductions;
unexpected changes in regulation and potentially
significant litigation costs such as those related to
Libor, FX manipulation, tax settlements, etc; or a
dramatically stronger/weaker macro environment

in Switzerland.

HSBC <»

CS valuation 2016e

CHFm Pre-tax Net est RWA RoRWA ImplROE Fair P/B PIE Value ValuePS % Total
Private Banking & Wealth 5308 4,160 117,000 3.6% 29.6% 35 11.7 48,492 26.2 74%
WM 3,377 2,702 75,000 3.6% 30.0% 35 1.7 31,523 17.0 48%
CICc 1,068 854 22,000 3.9% 32.4% 338 1.7 10,020 5.4 15%
AM 713 499 15,000 3.3% 27.7% 32 11.6 5,787 3.1 9%
Non-Strategic 150 105 5,000 2.1% 17.5% 19 111 1,163 0.6 2%
1B 2,368 1,658 160,000 1.0% 8.6% 0.8 9.6 15,920 8.6 24%
Total Other =730 -605 8,000 -16%  -63.0% 8.1 12.9 -7,803 4.2 -12%
Centre -500 -375 8,000 47%  -391%

Minority -230 -230

Core 6,946 5213 285,000 1.8% 15.2% 1.7 10.9 56,610 30.6 87%
Excess capital 5,559 3.0 9%
Dividend 3,119 1.7 5%
Total 6,946 5213 285,000 1.8% 15.2% 17 12.5 65,287 35.3 100%
12-month fair value 30.0

Current price 285

Potential return 5.2%

Source: HSBC estimates
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Key summary data (all figures in CHFm unless stated otherwise)

Consolidated P&L 2013a 2014e 2015e 2016e
Net interest income 8,115 8,028 8,359 8,887
Fee income 13,226 13,605 14,169 14,735
Trading profit 2,739 2,500 2,550 2,760
Other 1,776 1,794 1,800 1,700
Total revenue 25,856 25,927 26,878 28,082
Total expenses 19,251 18,932 19,432 20,307
Provisions 167 189 240 299
Operating profit pre-litigation and restructuring 6,438 6,806 7,205 7,476
Extraordinary items -522 -800 -600 0
Litigation charges -1,820 -500 -300 -300
Pre-tax profit 4,096 5,506 6,305 7,176
Net profit 2,090 3,900 4,499 5,203
HSBC net attributable profit 2,351 3,925 4,499 5,203
EPS(CHF) 1.26 2.22 2.50 2.81
HSBC EPS (CHF) 1.42 2.23 2.50 2.81
Assets
Net loans 247,065 254,477 262,111 269,975
Intangibles 7,999 7974 7974 7974
Other 617,538 610,151 628,695 647,795
Total assets 872,602 872,602 898,780 925,743
Liabilities
Shareholders' equity 42,907 45,507 48,582 52,233
Minorities 5,002 5,002 5,002 5,002
Total liabilities 872,602 872,602 898,780 925,743
Private banking & Wealth
Revenues 13,269 14,027 15,028 16,032
Costs 9,390 9,425 9,925 10,500
Provisions 158 164 190 224
Pre-tax 3,721 4,439 4913 5,308
Wealth Management
Revenues 8,950 8,999 9,785 10,776
Costs 6,750 6,400 6,800 7,300
Provisions 93 80 83 99
Pre-tax 2,107 2,519 2,902 3,377
Gross margin 1.10% 1.04% 1.06% 1.08%
Avg AUM (CHFbn) 817 863 926 1,000
NNM (CHFbn) 21 24 36 38
Corporate & Institutional
Revenues 2,070 2,094 2,220 2,343
Costs 1,025 1,075 1,125 1,200
Provisions 65 34 58 75
Pre-tax 980 986 1,037 1,068
Avg AUM (CHFbn) 233 251 271 293
NNM (CHFbn) 1 10 10 11
Asset Management
Revenues 2,249 1,934 2,098 2,213
Costs 1,615 1,350 1,450 1,500
Pre-tax 634 584 648 713
Avg AUM (CHFbn) 388 368 400 434
NNM (CHFbn) 19 16 15 21
Investment Bank
Revenues 12,565 11,900 11,850 12,050
IBD 3,326 3,200 3,150 3,250
Equities 4,750 5,000 5,200 5,400
FICC 4,823 4,500 4,300 4,100
Other -334 0 0 0
Costs 10,833 9,807 9,607 9,607
Provisions 13 25 50 75
Pre-tax 1,719 2,068 2,193 2,368
Centre
Revenues -790 0 0 0
Costs 663 1,000 800 500
Provisions 2 0 0 0
Pre-tax -1,455 -1,000 -800 -500

Source: Company data, HSBC estimates
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Disclosure appendix

Analyst Certification

The following analyst(s), economist(s), and/or strategist(s) who is(are) primarily responsible for this report, certifies(y) that the
opinion(s) on the subject security(ies) or issuer(s) and/or any other views or forecasts expressed herein accurately reflect their
personal view(s) and that no part of their compensation was, is or will be directly or indirectly related to the specific
recommendation(s) or views contained in this research report: Robert Murphy and Nitin Arora

Important disclosures

Equities: Stock ratings and basis for financial analysis

HSBC believes that investors utilise various disciplines and investment horizons when making investment decisions, which
depend largely on individual circumstances such as the investor's existing holdings, risk tolerance and other considerations.
Given these differences, HSBC has two principal aims in its equity research: 1) to identify long-term investment opportunities
based on particular themes or ideas that may affect the future earnings or cash flows of companies on a 12 month time horizon;
and 2) from time to time to identify short-term investment opportunities that are derived from fundamental, quantitative,
technical or event-driven techniques on a 0-3 month time horizon and which may differ from our long-term investment rating.
HSBC has assigned ratings for its long-term investment opportunities as described below.

This report addresses only the long-term investment opportunities of the companies referred to in the report. As and when
HSBC publishes a short-term trading idea the stocks to which these relate are identified on the website at
www.hsbcnet.com/research. Details of these short-term investment opportunities can be found under the Reports section of this
website.

HSBC believes an investor's decision to buy or sell a stock should depend on individual circumstances such as the investor's
existing holdings and other considerations. Different securities firms use a variety of ratings terms as well as different rating
systems to describe their recommendations. Investors should carefully read the definitions of the ratings used in each research
report. In addition, because research reports contain more complete information concerning the analysts' views, investors
should carefully read the entire research report and should not infer its contents from the rating. In any case, ratings should not
be used or relied on in isolation as investment advice.

Rating definitions for long-term investment opportunities

Stock ratings
HSBC assigns ratings to its stocks in this sector on the following basis:

For each stock we set a required rate of return calculated from the cost of equity for that stock’s domestic or, as appropriate,
regional market established by our strategy team. The price target for a stock represents the value the analyst expects the stock
to reach over our performance horizon. The performance horizon is 12 months. For a stock to be classified as Overweight, the
potential return, which equals the percentage difference between the current share price and the target price, including the
forecast dividend yield when indicated, must exceed the required return by at least 5 percentage points over the next 12 months
(or 10 percentage points for a stock classified as Volatile*). For a stock to be classified as Underweight, the stock must be
expected to underperform its required return by at least 5 percentage points over the next 12 months (or 10 percentage points
for a stock classified as Volatile*). Stocks between these bands are classified as Neutral.

Our ratings are re-calibrated against these bands at the time of any 'material change' (initiation of coverage, change of volatility
status or change in price target). Notwithstanding this, and although ratings are subject to ongoing management review,
expected returns will be permitted to move outside the bands as a result of normal share price fluctuations without necessarily
triggering a rating change.
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*A stock will be classified as volatile if its historical volatility has exceeded 40%, if the stock has been listed for less than 12
months (unless it is in an industry or sector where volatility is low) or if the analyst expects significant volatility. However,
stocks which we do not consider volatile may in fact also behave in such a way. Historical volatility is defined as the past
month's average of the daily 365-day moving average volatilities. In order to avoid misleadingly frequent changes in rating,

however, volatility has to move 2.5 percentage points past the 40% benchmark in either direction for a stock's status to change.

Rating distribution for long-term investment opportunities
As of 11 April 2014, the distribution of all ratings published is as follows:

Overweight (Buy) 45% (33% of these provided with Investment Banking Services)
Neutral (Hold) 37% (29% of these provided with Investment Banking Services)
Underweight (Sell) 18% (29% of these provided with Investment Banking Services)

Share price and rating changes for long-term investment opportunities

Credit Suisse (CSGN.VX) Share Price performance CHF Vs HSBC rating Recommendation & price target history
history From To Date
Overweight Overweight (V) 27 July 2012
Overweight (V) Neutral (V) 07 November 2012
Neutral (V) Neutral 01 August 2013
85 1 Target Price Value Date
75 Price 1 37.30 03 October 2011
65 - Price 2 23.34 27 July 2012
Price 3 24.00 04 June 2013
55 Price 4 2850 01 August 2013
45 Source: HSBC
35 .
25 ¢
15
3 = i o o s
=3 =3 =4 =4 =3 5
< < <C < < <<
Source: HSBC
6
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HSBC & Analyst disclosures

Disclosure checklist

Company Ticker Recent price Price Date Disclosure

CREDIT SUISSE CSGN.VX 28.53 10-Apr-2014 2,6,7, 11

Source: HSBC

1 HSBC has managed or co-managed a public offering of securities for this company within the past 12 months.

2 HSBC expects to receive or intends to seek compensation for investment banking services from this company in the next
3 months.

3 At the time of publication of this report, HSBC Securities (USA) Inc. is a Market Maker in securities issued by this
company.

4  Asof 31 March 2014 HSBC beneficially owned 1% or more of a class of common equity securities of this company.

5  As of 28 February 2014, this company was a client of HSBC or had during the preceding 12 month period been a client
of and/or paid compensation to HSBC in respect of investment banking services.

6  As of 28 February 2014, this company was a client of HSBC or had during the preceding 12 month period been a client
of and/or paid compensation to HSBC in respect of non-investment banking securities-related services.

7  As of 28 February 2014, this company was a client of HSBC or had during the preceding 12 month period been a client
of and/or paid compensation to HSBC in respect of non-securities services.

8 A covering analyst/s has received compensation from this company in the past 12 months.

9 A covering analyst/s or a member of his/her household has a financial interest in the securities of this company, as
detailed below.

10 A covering analyst/s or a member of his/her household is an officer, director or supervisory board member of this
company, as detailed below.

11 At the time of publication of this report, HSBC is a non-US Market Maker in securities issued by this company and/or in
securities in respect of this company

HSBC and its affiliates will from time to time sell to and buy from customers the securities/instruments (including derivatives)
of companies covered in HSBC Research on a principal or agency basis.

Analysts, economists, and strategists are paid in part by reference to the profitability of HSBC which includes investment
banking revenues.

For disclosures in respect of any company mentioned in this report, please see the most recently published report on that
company available at www.hsbcnet.com/research.

Additional disclosures

1 This report is dated as at 14 April 2014.

2 All market data included in this report are dated as at close 10 April 2014, unless otherwise indicated in the report.

3 HSBC has procedures in place to identify and manage any potential conflicts of interest that arise in connection with its
Research business. HSBC's analysts and its other staff who are involved in the preparation and dissemination of Research
operate and have a management reporting line independent of HSBC's Investment Banking business. Information Barrier
procedures are in place between the Investment Banking and Research businesses to ensure that any confidential and/or
price sensitive information is handled in an appropriate manner.

4 As of 28 March 2014, HSBC owned a significant interest in the debt securities of the following company(ies): CREDIT
SUISSE
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Disclaimer

* Legal entities as at 8 August 2012 Issuer of report
‘UAE’ HSBC Bank Middle East Limited, Dubai; ‘HK’ The Hongkong and Shanghai Banking Corporation Limited, HSBC Bank ple
Hong Kong; ‘TW’ HSBC Securities (Taiwan) Corporation Limited; 'CA' HSBC Bank Canada, Toronto; HSBC Bank,
Paris Branch; HSBC France; ‘DE’ HSBC Trinkaus & Burkhardt AG, Diisseldorf; 000 HSBC Bank (RR), Moscow; 8 Canada Square

‘IN’ HSBC Securities and Capital Markets (India) Private Limited, Mumbai; JP’ HSBC Securities (Japan) Limited, London, E14 SHQ, United Kingdom
Tokyo, ‘EG’ HSBC Securities Egypt SAE, Cairo; ‘CN’ HSBC Investment Bank Asia Limited, Beijing Representative Telephone: +44 20 7991 8888
Olffice; The Hongkong and Shanghai Banking Corporation Limited, Singapore Branch; The Hongkong and Shanghai Fax: +44 20 7992 4880

Banking Corporation Limited, Seoul Securities Branch; The Hongkong and Shanghai Banking Corporation Limited,
Seoul Branch; HSBC Securities (South Afiica) (Pty) Ltd, Johannesburg;, HSBC Bank plc, London, Madrid, Milan,
Stockholm, Tel Aviv; ‘US’ HSBC Securities (USA) Inc, New York; HSBC Yatirim Menkul Degerler AS, Istanbul;
HSBC México, SA, Institucion de Banca Multiple, Grupo Financiero HSBC; HSBC Bank Brasil SA — Banco
Multiplo; HSBC Bank Australia Limited; HSBC Bank Argentina SA; HSBC Saudi Arabia Limited; The Hongkong
and Shanghai Banking Corporation Limited, New Zealand Branch incorporated in Hong Kong SAR

Website: www.research.hsbc.com

In the UK this document has been issued and approved by HSBC Bank plc (“HSBC”) for the information of its Clients (as defined in the Rules of FCA) and those
of its affiliates only. It is not intended for Retail Clients in the UK. If this research is received by a customer of an affiliate of HSBC, its provision to the recipient is
subject to the terms of business in place between the recipient and such affiliate.

HSBC Securities (USA) Inc. accepts responsibility for the content of this research report prepared by its non-US foreign affiliate. All U.S. persons receiving and/or
accessing this report and wishing to effect transactions in any security discussed herein should do so with HSBC Securities (USA) Inc. in the United States and not
with its non-US foreign affiliate, the issuer of this report.

In Singapore, this publication is distributed by The Hongkong and Shanghai Banking Corporation Limited, Singapore Branch for the general information of
institutional investors or other persons specified in Sections 274 and 304 of the Securities and Futures Act (Chapter 289) (“SFA”) and accredited investors and other
persons in accordance with the conditions specified in Sections 275 and 305 of the SFA. This publication is not a prospectus as defined in the SFA. It may not be
further distributed in whole or in part for any purpose. The Hongkong and Shanghai Banking Corporation Limited Singapore Branch is regulated by the Monetary
Authority of Singapore. Recipients in Singapore should contact a "Hongkong and Shanghai Banking Corporation Limited, Singapore Branch" representative in
respect of any matters arising from, or in connection with this report.

In Australia, this publication has been distributed by The Hongkong and Shanghai Banking Corporation Limited (ABN 65 117 925 970, AFSL 301737) for the
general information of its “wholesale” customers (as defined in the Corporations Act 2001). Where distributed to retail customers, this research is distributed by
HSBC Bank Australia Limited (AFSL No. 232595). These respective entities make no representations that the products or services mentioned in this document are
available to persons in Australia or are necessarily suitable for any particular person or appropriate in accordance with local law. No consideration has been given to
the particular investment objectives, financial situation or particular needs of any recipient.

This publication has been distributed in Japan by HSBC Securities (Japan) Limited. It may not be further distributed, in whole or in part, for any purpose. In Hong
Kong, this document has been distributed by The Hongkong and Shanghai Banking Corporation Limited in the conduct of its Hong Kong regulated business for the
information of its institutional and professional customers; it is not intended for and should not be distributed to retail customers in Hong Kong. The Hongkong and
Shanghai Banking Corporation Limited makes no representations that the products or services mentioned in this document are available to persons in Hong Kong
or are necessarily suitable for any particular person or appropriate in accordance with local law. All inquiries by such recipients must be directed to The Hongkong
and Shanghai Banking Corporation Limited. In Korea, this publication is distributed by The Hongkong and Shanghai Banking Corporation Limited, Seoul
Securities Branch ("HBAP SLS") for the general information of professional investors specified in Article 9 of the Financial Investment Services and Capital
Markets Act (“FSCMA”). This publication is not a prospectus as defined in the FSCMA. It may not be further distributed in whole or in part for any purpose.
HBAP SLS is regulated by the Financial Services Commission and the Financial Supervisory Service of Korea. This publication is distributed in New Zealand by
The Hongkong and Shanghai Banking Corporation Limited, New Zealand Branch incorporated in Hong Kong SAR.

This document is not and should not be construed as an offer to sell or the solicitation of an offer to purchase or subscribe for any investment. HSBC has based this
document on information obtained from sources it believes to be reliable but which it has not independently verified; HSBC makes no guarantee, representation or
warranty and accepts no responsibility or liability as to its accuracy or completeness. The opinions contained within the report are based upon publicly available
information at the time of publication and are subject to change without notice.

Nothing herein excludes or restricts any duty or liability to a customer which HSBC has under the Financial Services and Markets Act 2000 or under the Rules of
FCA and PRA. A recipient who chooses to deal with any person who is not a representative of HSBC in the UK will not enjoy the protections afforded by the UK
regulatory regime. 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. Where an investment is denominated in a currency other than the local currency of the recipient of the research report,
changes in the exchange rates may have an adverse effect on the value, price or income of that investment. In case of investments for which there is no recognised
market it may be difficult for investors to sell their investments or to obtain reliable information about its value or the extent of the risk to which it is exposed.

In Canada, this document has been distributed by HSBC Bank Canada and/or its affiliates. Where this document contains market updates/overviews, or similar
materials (collectively deemed “Commentary” in Canada although other affiliate jurisdictions may term “Commentary” as either “macro-research” or “research”),
the Commentary is not an offer to sell, or a solicitation of an offer to sell or subscribe for, any financial product or instrument (including, without limitation, any
currencies, securities, commodities or other financial instruments).

HSBC Bank plc is registered in England No 14259, is authorised by the Prudential Regulation Authority and regulated by the Financial Conduct Authority and the
Prudential Regulation Authority and is a member of the London Stock Exchange. (070905)

© Copyright 2014, HSBC Bank plc, ALL RIGHTS RESERVED. No part of this publication may be reproduced, stored in a retrieval system, or transmitted, on any
form or by any means, electronic, mechanical, photocopying, recording, or otherwise, without the prior written permission of HSBC Bank plc. MICA (P)
118/04/2013, MICA (P) 068/04/2013 and MICA (P) 077/01/2014
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