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• We expect increased investor focus on ESG
considerations after COVID-19, with particular
demand for greater corporate transparency and
stakeholder accountability.

• Elevated importance of ”social” for companies
and investors, in particular healthcare, access to
medicines, education, sustainable tourism and social
bonds.

• Awareness of economic benefits and risk should
keep investors focused on environment-related
opportunities and the low-carbon energy transition,
e.g., renewable energy, sustainable transport,
biodiversity and green bonds.

Source: iStock

• Structural embedding of SI across asset classes,
including those where there has been less progress
historically on the inclusion of ESG considerations.

• SI performance benefits should remain evident,
as seen during recent market volatility,
particularly the defensive characteristics of most
common SI approaches, and our expectation
for SI instruments and diversified portfolios to
generate returns that are comparable to conventional
equivalents.

Through the disruption that the COVID-19 pandemic
has brought to the global economy and markets in
2020, sustainable investing (SI) strategies and instruments
have delivered comparable or better performance than
conventional equivalents. This is a short time-frame and
an unprecedented situation, so relative performance should
not be directly extrapolated over the longer term, but
investors with SI exposure within a diversified portfolio
should be encouraged by recent short-term returns.

The crisis underscores the relevance of ESG considerations
to company performance and investment returns, and we
expect that this will continue to influence corporate and
investor actions going forward. In this report, we discuss
five trends arising or accelerating as a consequence of the
COVID-19 pandemic and global mitigation measures, which
we think will play out over the next 12 months, affecting
the longer-term landscape of sustainable investing.

This report has been prepared by UBS Switzerland AG and UBS Financial Services Inc. (UBS FS). Please see important
disclaimers and disclosures at the end of the document.
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• Increased short-term negative environmental effects,
1. Increased investor focus on ESG considerations
2. Elevated importance of “social“ for companies and
investors
3. Awareness of economic benefits and risk should
keep investors focused on environment-related
opportunities and low-carbon energy transition
4. Structural embedding of SI across asset classes
5. Performance benefits should remain evident, as
seen during recent market volatility.
We believe these trends will play out against a backdrop
of expected low global economic growth as a consequence
of the COVID-19 pandemic. We also observe continued
political support for recovery planning that emphasizes a
more resilient future, as well as strengthening SI regulatory
frameworks in some regions (especially Europe), which
were undergoing development before this global crisis.
Consequently, we expect to see the growth in SI assets
under management (AUM) of recent years (see Fig. 1) to
continue even in a very different economic environment.

Figure 1 - Global SI assets under management

such as increased use of single-use plastic, or temporary
relaxation of ESG-related regulation in the name of
the pandemic (e.g., the US EPA) but with lasting
consequences, exceeding the positive impacts of
reduced economic activity (e.g., lower air emissions).

• Corporations that were previously ESG leaders deprioritizing long-term financially and environmentally
beneficial ESG management in favor of short-term wins
or urgent business needs.

• Pandemic ”politics,” de-globalization, disruption of
supply chains, and loss of transparency—these factors
are having a clear impact on some companies’
ability to manage essential business processes (e.g.,
efficient sourcing) and manage sustainability impacts. A
breakdown in global partnerships working on solutions
to sustainability challenges could be especially damaging
for sustainable development, as well as hinder the flow
of investment capital into sustainable industries.

Trend 1: Increased investor focus
on ESG considerations

USD, billions (in January of each year)

COVID-19 has elevated the importance of how companies
operate and accelerated the already increasing relevance
of ESG considerations to investors, in our view. Corporate
management of issues such as human rights, employee
wellbeing, and community relations are under scrutiny,
as issues that were considered luxuries in the past (e.g.,
flexible working models) have become critical business
continuity mechanisms in the pandemic lockdown and help
to maintain public health, social justice, and economic
stability.

Source: Global Sustainable Investment Alliance

We believe that there is a high likelihood that these trends
will play out in the longer term, with the main variable
being the timing. Our current expectations are based on
a central scenario of a recovery from the crisis, with
intermittent lockdowns throughout 2020 leading to low
economic growth and a more general rebound in 2021 (see
CIO Daily on 16 April). Should the pandemic continue for
longer, on a global basis, some trends might emerge that
could undermine some SI approaches:

For example, companies in the apparel industry, which
employs some of the lowest-paid workers in developing
countries, women in particular, have been publicly criticized
for exploiting their financial power by failing to honor
orders placed or even already made, leaving suppliers
and workers unpaid and jobless. The Bangladesh Garment
Manufacturers and Exporters Association is tracking
reported export cancellations, worth USD 3.18bn of goods
and affecting 2.28 million workers. Some well-known
Western retailers are honoring commitments in order to
support the industry. Others, more often budget fastfashion companies, are not, in a move that may well have a
negative impact on their reputation and future relationships
with customers, vendors and regulators.
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Investors are using their influence to drive behavioral
changes, in a sign that shareholder engagement should
remain a key component of sustainable investment going
forward. UK companies receiving government support,
as well as those that suspended dividends, have come
under pressure from the UK Investment Authority (a
trade body representing investment managers) to cut
executive compensation and consider clawing back bonuses
amid concerns that companies could continue to reward
executives while taking handouts from taxpayers and
penalizing investors.
Governments are also holding companies to account. EU
companies rescued by public aid will be barred from paying
executive bonuses and aggressive commercial expansion
until the aid has been repaid, while in Denmark, government
bailout programs exclude companies located in tax havens.
Sustainability is at the heart of the recovery plan for many
governments. In previous crises, social issues received less
attention than economic interests, but today the trade-off
between economic interest and public health is the center
of the debate over easing lockdown measures, and public
health has so far, in most of the world, had the upper hand.
The European Parliament has not only reiterated its
commitment to the European Green Deal, a set of policy
initiatives launched in December 2019 targeting a climateneutral Europe by 2050, but is now trying to build
post-COVID-19 economic stimulus packages around the
goals of the Green Deal. With plans to invest in largescale renewables, clean transport, sustainable food, and
shortening and diversifying global supply chains, this will
likely support ongoing investment in sustainable industries,
even with short-term setbacks related to the lockdown and
the need for urgenfunding to be directed to citizens and
essential industries such as healthcare.
The UN Secretary General, at the Petersberg Climate
Dialogue in April 2020, encouraged governments
worldwide to similarly focus economic rescue packages
on businesses that “create green jobs and sustainable
and inclusive growth,” and avoid bailing out carbonintensive industries. This could be particularly beneficial
to the expansion of the green bond market, which over
recent years has become an outlet for governments to
fund various environmental projects in their countries. These
bonds provide investors and issuers alike with a tool to
promote progress with regard to environmental problems.
Investors benefit from a level of transparency, which is not
applicable for normal government bond issues.

Looking ahead, governments are also likely to come
under pressure to apply a similar level of urgent action
to their earlier, long-standing commitments to mitigating
climate change, as they have done to COVID-19. Previous
arguments that economic activity could not be curtailed
or drastic action would not be tolerated have been
demonstrably disproven in the response to COVID-19. The
question is whether there is the political will to do so.
Growing regulation of corporate ESG disclosures and the SI
industry
The EU has been leading the way in terms of regulation
of the SI industry; for example, all SI products marketed
in the EU from 2021 will need to disclose the degree
of alignment with the EU Sustainable Taxonomy. Other
regions have increased the demands on companies to be
more transparent; for instance, Hong Kong's Securities and
Futures Commission has made it compulsory for public
companies to report on ESG factors, and mainland China
will introduce a similar requirement this year.
This evolving, more formal industry structure should support
the volume of SI assets under management globally in
continuing their upward trend, even during a recessionary
period (having more than doubled to over USD 30tr from
January 2012 to January 2018).
The financial industry plays a fundamental role in driving
both economic recovery and SI
In contrast to the 2008 global financial crisis, when banks
bore the public blame for causing the crisis, the financial
industry is currently playing an important role in buffering
the economy, providing liquidity to small businesses, and
demonstrating socially conscious employment practices.
One third of the financial sector companies in the S&P
500 and Stoxx 600 have created customer relief programs
of some type. The COVID-19 crisis is a natural disaster
and so far it is mainly governments that have borne the
most criticism for their handling and mitigation efforts,
presenting the financial industry with an opportunity for
redemption that we expect many participants to take up.
Since the 2008 crisis, when the UN Principles for Responsible
Investment (UN PRI) was in its infancy after launching in
2006, membership has grown to over 3,000 signatories,
including over 500 asset managers and representing assets
of USD 89tr. Many conventional wealth and asset managers
have made public commitments to SI that go far beyond
specialist products, and in many cases SI has become a key
business driver.
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Trend 2: Elevated importance
of “social” for companies and
investors
While we expect many long-term dynamics in sustainable
investing to retain their existing focus, we are seeing
a structural change in focus on social issues. With the
possible exception of gender lens investing over the last
three years, social issues have played second fiddle to
environmental issues for many years. As COVID-19 has
focused the world's attention on public health, any social
changes that emerge, such as investment in healthcare or
elderly care, will ultimately be reflected in new investment
opportunities. There are many important social themes but
we highlight healthcare, access to medicines, education,
sustainable tourism, and social bonds as areas that we think
will rise in importance to investors in the aftermath of
COVID-19, particularly in the context of improving provision
to underserved communities to have a positive impact.
Healthcare and access to medicines
Healthcare-related investment themes have long been
popular among sustainable investors, with their direct link
to SDG3 (Good Health & Wellbeing) and the nature of
the activities often making it possible to quantify some
positive social benefits. The COVID-19 crisis has focused the
attention particularly on healthtech—the concept of making
healthcare more efficient through connectivity and data
analysis—and access to medicines. We expect this to rise
in importance as the world's governments seek to protect
themselves against future health crises. Remote access to
medical care is also particularly relevant to sustainable
development (in terms of remote communities being able
to access specialist help) and now has new relevance on
a global scale when at-risk people can access a doctor
without leaving their home. Data analysis has clear relevance
in the context of trying to track and contain a pandemic.
Even before the crisis, current markets linked to this theme
were thought to be worth over USD 100bn (see the latest
”Healthtech” LTI report).
Access to medicines has particular resonance at the time of a
global need for a COVID-19 vaccine, but it is a sustainability
issue that divides investors. Some see it as a philanthropic
issue for large pharmaceutical companies rather than
financially material, while others believe that making critical
medicines affordable to developing countries can lead
to revenue-enhancing goodwill and potentially improved
access to new markets. Balancing ”affordable” prices
with the cost of R&D and distribution is unquestionably

challenging, and in the context of COVID-19 is clear that it
will be politicized, with many governments already taking
steps to ensure their citizens will be prioritized. We expect
this topic to be widely debated in the coming months,
but from an investment perspective it is most relevant to
investors who care strongly about aligning their portfolio
with their personal values, while others may prefer to
focus on financially material issues and support access to
medicines via charitable initiatives.
Education
Education, particularly access to education online, has
risen in importance with the closure of schools in many
countries. While education is usually seen as a government’s
responsibility, for the first time in most countries the
responsibility to educate children has been given to
parents, with highly variable support from overstretched
and under-resourced teachers. Amid the USD 6tr education
market (see the latest “Education services” LTI report),
education technology (edtech) is drawing global attention
during the COVID-19 outbreak. Now, with universities and
schools globally going online and finding they need better
solutions, new training, and more digital resources, it has
increased awareness of the potential for private educational
solutions to support and complement government delivered
education. The expansion of the edtech market has huge
potential to increase the availability of a quality education
to underserved communities, in our view.
Sustainable tourism
Sustainable tourism has typically been addressed in
terms of the environmental impact of transport and
accommodation, as well as environmental pollution (e.g.,
water scarcity, beach plastic, degradation of natural
habitats). But with global tourism likely to remain strictly
curtailed in the medium term, we expect the social
implications of sustainable tourism to rise in relevance.
According to the OECD, tourism plays a key role in job
creation, export revenue, and domestic value added, and
directly contributes, on average, 4.2% of GDP, 6.9%
of employment, and 21.7% of service exports in OECD
countries. Correspondingly, large numbers of people are
reliant on tourism for jobs that are more likely to be
transient, lower paid, and with less security than other
industries. Prior to the COVID-19 crisis, there was already a
need for investment in environmentally sustainable tourism.
Following the crisis, socially responsible tourism will likely
be essential to economic recovery, in order to support the
livelihoods of communities and to prevent recurrences of
COVID-19 transmission.
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Social bonds
Social bonds are still a relatively small area of sustainable
fixed income, but it’s worth noting that in the context
of the rise in interest in social investments, this is one
area that could see growth. In April 2020, in the midst
of the COVID-19 crisis, issuance of bonds with ESG
characteristics increased by 272% y/y, including for the first
time, sustainability bond issuance (USD 19.4bn) exceeding
green bond issuance (USD 16.8bn) in a single calendar
month (according to Morgan Stanley).
Impact investing in social themes
For impact investors, the focus will be on investment
opportunities that result in benefits to underprivileged
groups. It has become clear during this crisis that people
in poorer, more disadvantaged populations are the worst
affected by COVID-19 both in terms of incidence and
mortality.
Impact private market funds are already more focused on
social issues than public funds, tending to have a higher
allocation to sectors that have been resilient in the crisis,
such as healthcare, education, food and agriculture, as
well as financial services. According to the latest survey
by the Global Impact Investing Network (GIIN), nearly
50% of impact fund assets are allocated to these five
sectors. Companies that provide solutions to the current
public health crisis, be it with medical research, online
education, or optimized financing, are more relevant than
ever. Microfinance could also be one avenue to channel
investments into small enterprises that benefit communities.
In the short term, such enterprises will face the same
struggles as larger businesses in an economic lockdown; in
the long term, investment in micro-entrepreneurs can be
much more impactful. It should be noted, however, that
the developing countries in which microfinance is most used
appear to have good containment measures at the moment,
but if the COVID-19 crisis were to get out of control, the
impact on a country with a weaker healthcare system could
be much more damaging.

Trend 3: Awareness of economic
benefits and risk should keep
investors focused on environmentrelated opportunities
While the COVID-19 crisis has focused the attention on
public health, environmental awareness has not diminished.
It has been widely reported that 2020 carbon emissions
for countries and most corporations will decrease as a
consequence of the economic lockdown; so far, we have
seen the largest decline in global carbon emissions on
record, with energy analysts now forecasting global energyrelated CO2 emissions (two thirds of global greenhouse
gas emissions) will fall by more than 5%—i.e., more than
four times as much as they fell in previous financial crises.
There are also direct links between the environment and
the health crises, with preliminary WHO studies identifying
correlations between high air pollution and more severe
cases of COVID-19.
Investor, corporate, and policy momentum on environmentrelated issues was accelerating into early 2020, alongside
increased societal action such as climate school strikes.
two such examples are the EU Green Deal policies, and
the final proposal from the European Commission for a
Taxonomy of Sustainable Investments (defining ”green” for
70 business activities across a range of sectors accounting
for 93.5% of Europe's greenhouse gas emissions). There is
no sign of rolling back these commitments, and we expect
environmental themes will continue to be attractive longerterm investment opportunities. In particular, we think that
renewable energy, sustainable transport, biodiversity, and
green bonds will be in focus in the aftermath of COVID-19.
Renewable energy
The prospects for renewable energy industries have come
under scrutiny as a result of the recent decline in oil prices
alongside the impacts of COVID-19. While the International
Energy Agency initially warned that the economic slowdown
could stall renewable infrastructure development, oil and
gas analysts predicted that the COVID-19 crisis could have
precipitated peak oil demand and that large chunks of the
sector would go out of business in a prolonged period
of low oil prices and reduced long-haul aviation, hence
accelerating the low-carbon energy transition. Taking a
longer-term view, the question of when renewable energy
would be priced competitively with fossil fuels had largely
been answered by the end of 2019—both wind and solar
are generally competitive with the lowest-cost fossil fuel
generation. The unprecedented—but likely temporary—
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energy demand drop and low prices for crude oil do not
change this, and may even lower installation costs for some
renewables where the manufacturing is still powered by
fossil fuels. We therefore do not see low crude oil prices
having much impact on the growth of renewables globally,
particularly in the developed world where the use of crude
oil for power generation is more limited. The longer-term
benefits of growth in renewable energy-related industries
offer significant potential for countries to create jobs and
achieve greater energy independence on top of any price
and sustainability benefits, in our view.
Sustainable transport
The social and economic lockdown has heightened
awareness of not only our need to travel, but also the safety
and sustainability of our public transport. Airplanes and
overcrowded buses and trains seem like ideal environments
for a virus to spread. For commuters, a shift to e-bikes would
be healthier and more sustainable, while a shift to cars to
maintain social distancing would in the short term have
a negative environmental impact; it could accelerate the
adoption of electrified cars, however. For longer journeys,
shifts from air travel to high speed rail could be accelerated
as people become more tolerant of longer but less restrictive
travel. Data from a UBS Evidence Lab survey of 1,000
people in four European countries and China suggests
leisure travelers would tolerate 5–6 hours on a train, and
EU business travelers up to four hours versus the previous
consensus forecast of 2–3 hours. Even before the crisis, this
was an evolving theme with a potential addressable market
of around USD 400bn for the personal vehicle segment
alone (see the latest "Smart mobility" LTI report). But in a
post-COVID-19 world with increased health concerns, the
broader topic including public transport will become even
more relevant.
Biodiversity
Biodiversity is critical to food production, agriculture,
medicine, and other important aspects of our lives and
economies, but it tends to receive less attention from
investors than climate change or water. We think this will
change though, particularly as the original source of the
novel coronavirus was reportedly from the animal world
—mostly likely from bats—and an association between
decreased biodiversity and increased transmission of
infectious disease from animals to humans has been a topic
of discussion in the scientific community for over a decade.
The importance of biodiversity is also highlighted in the EU
Sustainable Taxonomy, with “the protection and restoration
of biodiversity and ecosystems” being one of the six types
of economic activities considered sustainable. It is more
difficult to identify industries with an explicit positive impact

on biodiversity than it is to find industries focused on, for
example, carbon emission reduction; hence, the focus will
likely to be on industries that rely on biodiversity, such as the
food supply chain, and companies that are ESG leaders in
terms of reducing the negative impact of their operations. It
is also a topic that impact private market investors may be
better positioned to focus directly on with a smaller number
of specialist enterprises.
Green bonds
Green bonds are already a core component of our SI
portfolio approach, and we expect they will continue to play
a key role in fixed income investments with sustainability
themes. The green bond market has accelerated since
2014 to a total market size of around EUR 750bn.
Demand remains high and green bonds are likely to play
a key role in the European Commission's action plan to
finance sustainable growth, with developments around EU
green bond standards not only providing strong drivers in
European green bond markets, but also having a global
effect on the quality of green bonds, and influencing
advancements with regard to other investment products
along the lines of transition, social, and SDG-linked bonds.

Trend 4: Structural embedding of
SI across asset classes
A low-growth and low-bond-yield environment should drive
the adoption of SI philosophies and new issuance over a
wider range of asset classes and instruments, diversifying
beyond the dominance of equities and, more recently and
to a lesser extent, bonds. This is an area in which we see
the potential for structural changes in SI, together with
innovation in SI-aligned investment strategies in alternative
asset classes. However, attention will need to be paid to the
sustainability benefits of new approaches, to avoid “green
washing”.
To date, equities have dominated the SI market, with interest
in ESG integration into fixed income ramping up only in
the last few years. For example, many of the early equity
ESG index funds came to market around the turn of the
century, while most passive ESG bond funds have only been
launched in the past three years. At the end of November
2019, assets in the European passive ESG bond-fund market
amounted to EUR 11bn, representing only 2% of the money
invested in European passive bond funds. By contrast, assets
in European passive ESG equity funds surpassed EUR 110bn,
accounting for 9% of the European passive equity-fund
market, according to data from Morningstar.
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The ”alternatives” investment space has made even fewer
inroads, with the exception of private equity. Private debt
strategies remain fairly specialized (e.g., microfinance), and
fewer hedge funds have systematically integrated ESG
considerations compared with long-only funds. Collectively,
SI approaches in hedge funds, cash or depository vehicles,
commodities and infrastructure represented less than 7% of
global SI AUM in 2018 (see Fig. 2).

Figure 2 - Global SI Asset Allocation
As at January 2018

Source: Global Sustainable Investment Alliance

While there has been considerable interest in the last
couple of years from hedge fund managers in adopting
SI principles, those that have done so are primarily longshort strategies, in which similar approaches to long-only
approaches can be used. In a diversified portfolio therefore,
it is very difficult to implement a systematic approach to
sustainable hedge fund exposure.

considered “SI-aligned” rather than fully sustainable, since
the opportunity to drive sustainable change is considerably
reduced, but it would depend on the specific characteristics.
For example, one could envisage a specalized investment
vehicle that allows investors to gain access to sustainable or
impactful investments that would otherwise not be available
to investors.

Trend 5: SI performance benefits
should remain evident, as seen
during recent market volatility
SI strategies are not a homogenous group of investment
strategies (for example, our SI portfolio identifies eight
distinct, although not mutually exclusive, categories of SI
approaches and instruments—see Fig. 3), but in aggregate,
the performance of ESG indices, funds that self-declare
as sustainable, and specific ESG instruments was highly
resilient in the first quarter of 2020. Portfolios that
contain diversified SI approaches are positioned defensively
relative to conventional portfolios, in our view, with
upside opportunities to be found in ESG themes and ESG
engagement.

Figure 3 - SI approaches in the UBS SI Strategic
Asset Allocation
as at 1 May 2020

Our view is that hedge funds, structured products, and
potentially other derivatives could provide sustainable
investors with important risk management capabilities using
underlying securities that have a link to their personal values
or to sustainable economic activities. They would make most
sense when used as diversification to a core SI portfolio,
particularly where the investor wants to remain a long-term
holder of other sustainable assets but manage interim risk
related to market movements, currency, capital protection,
tax efficiency, etc. Arguably, hedge funds and derivatives are
the next frontier of SI.
However, in our view, most derivative instruments offer only
values alignment or exposure to thematic performance, with
usually few or no beneficial sustainability outcomes, such
as no ability to engage in active ownership and minimal
signaling on sustainability issues. As such, they might be

Source: UBS CIO
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SI equities anchored by large-cap, quality tilt of ESG leaders
In 1Q20, the returns of 70% of self-identified sustainable
equity funds ranked in the top halves of their categories and
44% ranked in their category's best quartile. By contrast,
only 11% of sustainable equity funds finished in their
category's worst quartile (see Fig. 4). These statistics are at
the global level, but the trend showed within the US, global,
and emerging market subsets too, corresponding with
previous analyses that have found that during periods of
turbulent markets, such as the global financial crisis of 2008,
sustainable funds' downside deviation was significantly
smaller than traditional funds (based on Morningstar data).
We see the same pattern in the performance of SI
equity indices, with both global and regional SI indices
outperforming their conventional peers year-to-date (see
Fig. 5).

Figure 5 - MSCI "ESG Leaders" indices
outperformed year to 22.April compared with
equivalent all-market indices

Source: MSCI, UBS

The key drivers of this outperformance are:

• A bias toward high-quality, larger companies: yearto-date, quality and growth investment styles have
outperformed value and large-cap has outperformed
mid-cap (Figure 6);

• The crash in oil prices in March 2020: SI strategies
(especially those with an exclusion component)
tend to underweight energy relative to conventional
benchmarks, sometimes avoiding fossil fuels altogether.

Figure 4 - SI funds tended to perform in the top
two quartiles of their investment category in
1Q20

Source: Morningstar

While SI is a philosophy that can be adopted across
all asset classes with considerable variation in its
interpretation, most equity strategies (especially indices) in
the market still focus on ESG leaders, or best-in-class type
strategies more than any of the other approaches in our
SI portfolio (see Fig. 7). Screening type approaches tend
to be biased towards high-quality companies with strong
governance, and often towards larger companies that
have the resources to manage a wide range of ESG issues
and be transparent toward stakeholders, thus scoring
highly on ESG assessment criteria.
Thematic ESG investing is growing in prevalence, and is
more likely to identify companies with revenue exposure to
growth industries, an investment style that has also held up
well this year. Conversely, ESG engagement strategies are
more likely to have exposure to smaller, mid-cap companies
as these are the companies with whom engagement tends
to be more effective. There are still few truly engagementfocused funds available, but those investors who do have
SI portfolios containing engagement equities will have seen
some drag on performance in recent months. However, over
the longer term, they should be better positioned across the
cycle to capture upside.
Looking ahead, we still expect a diversified portfolio of
global SI equities to perform overall in line with conventional
equity strategies. While the ESG leaders and improvers
approaches (that we define in Fig. 3) will offer slightly
more defensive characteristics, we think allocations to ESG
themes and ESG engagement equities and high yield bonds
will be the cornerstone of growth and returns opportunities.
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Figure 6 - MSCI ACWI quality, growth and largecap tilted indices outperformed value and midcap tilted indices in 1Q20

Source: MSCI, UBS

Figure 7 - Strategies focusing on screening identifying best in class or eliminating worst in
class - dominate the SI landscape

Source: Global Sustainable Investment Alliance, UBS. Note that
engagement strategies in this analysis are mainly engaging as a
consequence of investment, not engagement driven strategies as
defined in the UBS SI SAA (see Fig. 3).

SI fixed income approaches benefit from defensive high
grade, green bond, and MDB exposure
SI fixed income strategies were also highly resilient in 1Q20.
Analyzing Morningstar data suggests that on aggregate,
the diverse group of self-declared sustainable global fixed
income strategies saw NAV fall 1.1% on average to the end
of March, compared with conventional bond indices' drop
of around 6%. This is primarily because the credit exposure
in SI bond strategies is typically focused on investments in
corporate bond ESG leaders and green bonds, exposures
that tend to be tilted toward high grade and investment
grade credit and less to cyclical sectors, notably energy, in
comparison to the broad corporate bond market.
Our SI portfolio approach focuses on bonds of the highest
credit quality as the main building block for a diversified
portfolio: ESG leaders corporate bonds, green bonds, and
development bank bonds. These bonds are intended to
provide a modest contribution to portfolio returns during

good times and protect the portfolio's overall return against
risk asset losses during market corrections. Another building
block of our SI portfolio, ESG engagement high yield debt,
focuses on lower-rated issuers. While this would normally
offset the stable impact of higher rated bonds, in practice we
find that a typical ESG engagement-focused strategy tends
to be more tilted to higher credit quality than a conventional
high yield benchmark, as a consequence of an investment
selection process that actively seeks opportunities to engage
for a positive change.
Although general fixed income market performance was
shaped by volatility, illiquidity, and forced selling in March
2020, the unprecedented speed and size of support
measures put in place by policymakers provided a necessary
backstop. (For a detailed overview of overall market
developments, please refer to the CIO publication ”Credit
Market Deep Dive: Attractive opportunity, selectivity is key”
dated 14 April 2020.) During the March sell-off, high
grade bonds lost all their previously accumulated returns
of the year, so that their performance contribution to a
diversified portfolio was close to zero. However, multilateral
development bank (MDB) bonds (used in sustainable
portfolios in place of US Treasuries or global high grade
bonds in conventional portfolios) generated significantly
positive total returns and helped cushion against the losses
from risky assets.
A general positive observation is that investment graderated issuers, in particular, were able to tap primary markets
with large new issue volumes and often long tenors, even
during the most difficult weeks of March, first in USD and
then also in EUR markets. These transactions often came
at significant new issue premiums; but in previous crises,
primary markets often remained closed for several weeks.
Central bank purchasing programs played a fundamental
role in this respect and helped to mitigate liquidity or
refinancing concerns for bondholders.
Normally, we would not expect to see a sudden increase in
sustainable bond issuance given that they require additional
criteria such as specific project funding and reporting, and
therefore are not suitable for ad-hoc general balance sheet
management. However, it is notable that several new bonds
with specific social aims were issued, mainly by development
banks, in order to address COVID-19-related social problems
(see our report “COVID-19 pandemic: Investors focus on
dual returns,“ dated 30 March, for further detail on MDBs).
Currently, global MDB bonds offer attractive risk premiums,
in our view, compared to US Treasuries of around 25–30bps
for medium tenors. We expect these to narrow back toward

09

Sustainable investing

10bps once the liquidity premium moves back to more
normal levels when the economic situation stabilizes and
the Federal Reserve phases out its massive bond purchases;
this would represent an effective defensive play, according
to UBS research (please refer to the CIO publication ”Green
bonds and global MDBs: Defensive during the crisis,”
dated 20 April, for more details). Year-to-date performance
remains in line with high grade conventional corporate
bonds, but in our view offers more protection in the current
downturn.
Green bonds, on an index level, exhibit positive total
returns year-to-date, while traditional investment grade
corporate bond indices showed slightly negative ones in
March and early April but then started to move tighter
again. Also, drawdowns from early March peaks have been
smaller for green bonds (–7% versus –12%). Nevertheless,
fueled by central bank support, traditional corporate bonds
have benefited from a stronger bounce-back. However, we
continue to expect green bonds to exhibit lower volatility
and smaller drawdowns compared to non-green bonds
during periods of market stress. Investors wanting to benefit
from the currently elevated risk premiums in bond markets
but who are concerned about the high level of economic
uncertainty should favor green bonds over IG corporate
bonds.
A defensive way to benefit from currently elevated bond
risk premiums is also to favor green bonds over high grade
bonds, Treasuries, or MDBs.
Impact private markets: more experienced managers likely
to have an advantage
Similar to conventional private market investors, impact
fund managers are focused on portfolio resilience during
a downturn, namely ensuring the investee companies
have sufficient liquidity to face potentially lower customer
demand, and temporarily slowing down on new company
investments. While most managers admit that it is too
early to draw conclusions on how impact and financial
performance will be affected, three key factors need to be
taken into account: sector exposure to social themes, the
underlying investment strategy, and the experience of the
fund manager in facing economic downturns.

to focus their effort on chasing operational value creation
while still delivering on their impact thesis.
The current environment will test the skills and abilities of
impact funds to manage impact and financial performance
with equal rigor. Many impact investing strategies are less
than a decade old, and most likely this is their first crisis
situation. At the same time, funds of earlier vintages are
just in the middle of value realizations and face difficult
exit markets and unclear valuations. Funds that are currently
looking to close in 2Q20 and 3Q20 are expected to
experience difficulties due to the challenging logistics of due
diligence, marketing and networking activities. At the same
time, 2020 vintage funds could also benefit from lowerthan-usual valuations for underlying investments. Private
companies with stronger sustainability strategies could
benefit from the short-term stimulus programs, especially in
those countries where governments consider environmental
and social impact in their funding decisions.
In summary, we view fund managers who have set robust
impact management frameworks since inception and have
experienced engagement teams as better positioned to
weather the crisis and prepare for growth and recovery.
The current situation plays to the strengths of larger impact
fund managers, who tend to have more experience in
conventional investing through downturns. We expect asset
flows into impactful private market investments to continue
to grow, driven by private equity managers increasingly
seeking investments with stronger sustainability credentials,
as these are perceived to be more resilient to shocks and
resonate with investor sentiment (according to a recent
report by Pitchbook).

In terms of investment strategy, impact funds tend to focus
on growth and mature companies (about 61% of assets
according to GIIN), with a relatively even mix of private debt
and private equity. Earlier-stage ventures may face tougher
liquidity issues and force managers to explore new financing
avenues. As with conventional investments, valuations will
most likely be under pressure, so impact managers will need
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Non-Traditional Assets
/POUSBEJUJPOBMBTTFUDMBTTFTBSFBMUFSOBUJWFJOWFTUNFOUTUIBUJODMVEFIFEHFGVOET QSJWBUFFRVJUZ SFBMFTUBUF BOENBOBHFE
futures (collectively, alternative investments).*OUFSFTUTPGBMUFSOBUJWFJOWFTUNFOUGVOETBSFTPMEPOMZUPRVBMJŖFEJOWFTUPST BOE
POMZCZNFBOTPGPšFSJOHEPDVNFOUTUIBUJODMVEFJOGPSNBUJPOBCPVUUIFSJTLT QFSGPSNBODFBOEFYQFOTFTPGBMUFSOBUJWFJOWFTUNFOU
funds, and which clients are urged to read carefully before subscribing and retain. An investment in an alternative investment fund
JTTQFDVMBUJWFBOEJOWPMWFTTJHOJŖDBOUSJTLT4QFDJŖDBMMZ UIFTFJOWFTUNFOUT  BSFOPUNVUVBMGVOETBOEBSFOPUTVCKFDUUPUIFTBNF
SFHVMBUPSZSFRVJSFNFOUTBTNVUVBMGVOET  NBZIBWFQFSGPSNBODFUIBUJTWPMBUJMF BOEJOWFTUPSTNBZMPTFBMMPSBTVCTUBOUJBMBNPVOU
PGUIFJSJOWFTUNFOU  NBZFOHBHFJOMFWFSBHFBOEPUIFSTQFDVMBUJWFJOWFTUNFOUQSBDUJDFTUIBUNBZJODSFBTFUIFSJTLPGJOWFTUNFOU
MPTT  BSFMPOHUFSN JMMJRVJEJOWFTUNFOUT UIFSFJTHFOFSBMMZOPTFDPOEBSZNBSLFUGPSUIFJOUFSFTUTPGBGVOE BOEOPOFJTFYQFDUFE
UPEFWFMPQ  JOUFSFTUTPGBMUFSOBUJWFJOWFTUNFOUGVOETUZQJDBMMZXJMMCFJMMJRVJEBOETVCKFDUUPSFTUSJDUJPOTPOUSBOTGFS  NBZOPUCF
SFRVJSFEUPQSPWJEFQFSJPEJDQSJDJOHPSWBMVBUJPOJOGPSNBUJPOUPJOWFTUPST  HFOFSBMMZJOWPMWFDPNQMFYUBYTUSBUFHJFTBOEUIFSFNBZ
CFEFMBZTJOEJTUSJCVUJOHUBYJOGPSNBUJPOUPJOWFTUPST  BSFTVCKFDUUPIJHIGFFT JODMVEJOHNBOBHFNFOUGFFTBOEPUIFSGFFTBOE
FYQFOTFT BMMPGXIJDIXJMMSFEVDFQSPŖUT
*OUFSFTUTJOBMUFSOBUJWFJOWFTUNFOUGVOETBSFOPUEFQPTJUTPSPCMJHBUJPOTPG PSHVBSBOUFFEPSFOEPSTFECZ BOZCBOLPSPUIFSJOTVSFE
EFQPTJUPSZJOTUJUVUJPO BOEBSFOPUGFEFSBMMZJOTVSFECZUIF'FEFSBM%FQPTJU*OTVSBODF$PSQPSBUJPO UIF'FEFSBM3FTFSWF#PBSE PSBOZ
PUIFSHPWFSONFOUBMBHFODZ1SPTQFDUJWFJOWFTUPSTTIPVMEVOEFSTUBOEUIFTFSJTLTBOEIBWFUIFŖOBODJBMBCJMJUZBOEXJMMJOHOFTTUPBDDFQU
UIFNGPSBOFYUFOEFEQFSJPEPGUJNFCFGPSFNBLJOHBOJOWFTUNFOUJOBOBMUFSOBUJWFJOWFTUNFOUGVOEBOETIPVMEDPOTJEFSBOBMUFSOBUJWF
investment fund as a supplement to an overall investment program.
*OBEEJUJPOUPUIFSJTLTUIBUBQQMZUPBMUFSOBUJWFJOWFTUNFOUTHFOFSBMMZ UIFGPMMPXJOHBSFBEEJUJPOBMSJTLTSFMBUFEUPBOJOWFTUNFOUJO
these strategies:
z

z
z

z

z

)FEHF'VOE3JTL5IFSFBSFSJTLTTQFDJŖDBMMZBTTPDJBUFEXJUIJOWFTUJOHJOIFEHFGVOET XIJDINBZJODMVEFSJTLTBTTPDJBUFEXJUI
JOWFTUJOHJOTIPSUTBMFT PQUJPOT TNBMMDBQTUPDLT ÃKVOLCPOET ÄEFSJWBUJWFT EJTUSFTTFETFDVSJUJFT OPO64TFDVSJUJFTBOEJMMJRVJE
investments.
.BOBHFE'VUVSFT5IFSFBSFSJTLTTQFDJŖDBMMZBTTPDJBUFEXJUIJOWFTUJOHJONBOBHFEGVUVSFTQSPHSBNT'PSFYBNQMF OPUBMMNBOBHFST
focus on all strategies at all times, and managed futures strategies may have material directional elements.
3FBM &TUBUF 5IFSF BSF SJTLT TQFDJŖDBMMZ BTTPDJBUFE XJUI JOWFTUJOH JO SFBM FTUBUF QSPEVDUT BOE SFBM FTUBUF JOWFTUNFOU USVTUT 5IFZ
JOWPMWFSJTLTBTTPDJBUFEXJUIEFCU BEWFSTFDIBOHFTJOHFOFSBMFDPOPNJDPSMPDBMNBSLFUDPOEJUJPOT DIBOHFTJOHPWFSONFOUBM UBY
SFBMFTUBUFBOE[POJOHMBXTPSSFHVMBUJPOT SJTLTBTTPDJBUFEXJUIDBQJUBMDBMMTBOE GPSTPNFSFBMFTUBUFQSPEVDUT UIFSJTLTBTTPDJBUFE
with the ability to qualify for favorable treatment under the federal tax laws.
1SJWBUF&RVJUZ5IFSFBSFSJTLTTQFDJŖDBMMZBTTPDJBUFEXJUIJOWFTUJOHJOQSJWBUFFRVJUZ$BQJUBMDBMMTDBOCFNBEFPOTIPSUOPUJDF
BOEUIFGBJMVSFUPNFFUDBQJUBMDBMMTDBOSFTVMUJOTJHOJŖDBOUBEWFSTFDPOTFRVFODFTJODMVEJOH CVUOPUMJNJUFEUP BUPUBMMPTTPG
investment.
'PSFJHO&YDIBOHF$VSSFODZ3JTL*OWFTUPSTJOTFDVSJUJFTPGJTTVFSTMPDBUFEPVUTJEFPGUIF6OJUFE4UBUFTTIPVMECFBXBSFUIBUFWFO
for securities denominated in U.S. dollars, changes in the exchange rate between the U.S. dollar and the issuer’s “home” currency
DBOIBWFVOFYQFDUFEFšFDUTPOUIFNBSLFUWBMVFBOEMJRVJEJUZPGUIPTFTFDVSJUJFT5IPTFTFDVSJUJFTNBZBMTPCFBšFDUFECZPUIFS
SJTLT TVDIBTQPMJUJDBM FDPOPNJDPSSFHVMBUPSZDIBOHFT UIBUNBZOPUCFSFBEJMZLOPXOUPB64JOWFTUPS
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Appendix
UBS Chief Investment Office's ("CIO") investment views are prepared and published by the Global Wealth Management business of UBS
Switzerland AG (regulated by FINMA in Switzerland) or its affiliates ("UBS").
The investment views have been prepared in accordance with legal requirements designed to promote the independence of investment
research.
Generic investment research – Risk information:
This publication is for your information only and is not intended as an offer, or a solicitation of an offer, to buy or sell any investment or
other specific product. The analysis contained herein does not constitute a personal recommendation or take into account the particular
investment objectives, investment strategies, financial situation and needs of any specific recipient. It is based on numerous assumptions.
Different assumptions could result in materially different results. Certain services and products are subject to legal restrictions and cannot be
offered worldwide on an unrestricted basis and/or may not be eligible for sale to all investors. All information and opinions expressed in this
document were obtained from sources believed to be reliable and in good faith, but no representation or warranty, express or implied, is made
as to its accuracy or completeness (other than disclosures relating to UBS). All information and opinions as well as any forecasts, estimates and
market prices indicated are current as of the date of this report, and are subject to change without notice. Opinions expressed herein may differ
or be contrary to those expressed by other business areas or divisions of UBS as a result of using different assumptions and/or criteria.
In no circumstances may this document or any of the information (including any forecast, value, index or other calculated amount ("Values"))
be used for any of the following purposes (i) valuation or accounting purposes; (ii) to determine the amounts due or payable, the price or
the value of any financial instrument or financial contract; or (iii) to measure the performance of any financial instrument including, without
limitation, for the purpose of tracking the return or performance of any Value or of defining the asset allocation of portfolio or of computing
performance fees. By receiving this document and the information you will be deemed to represent and warrant to UBS that you will not use this
document or otherwise rely on any of the information for any of the above purposes. UBS and any of its directors or employees may be entitled
at any time to hold long or short positions in investment instruments referred to herein, carry out transactions involving relevant investment
instruments in the capacity of principal or agent, or provide any other services or have officers, who serve as directors, either to/for the issuer,
the investment instrument itself or to/for any company commercially or financially affiliated to such issuers. At any time, investment decisions
(including whether to buy, sell or hold securities) made by UBS and its employees may differ from or be contrary to the opinions expressed in
UBS research publications. Some investments may not be readily realizable since the market in the securities is illiquid and therefore valuing the
investment and identifying the risk to which you are exposed may be difficult to quantify. UBS relies on information barriers to control the flow
of information contained in one or more areas within UBS, into other areas, units, divisions or affiliates of UBS. Futures and options trading is
not suitable for every investor as there is a substantial risk of loss, and losses in excess of an initial investment may occur. Past performance of
an investment is no guarantee for its future performance. Additional information will be made available upon request. Some investments may
be subject to sudden and large falls in value and on realization you may receive back less than you invested or may be required to pay more.
Changes in foreign exchange rates may have an adverse effect on the price, value or income of an investment. The analyst(s) responsible for
the preparation of this report may interact with trading desk personnel, sales personnel and other constituencies for the purpose of gathering,
synthesizing and interpreting market information.
Tax treatment depends on the individual circumstances and may be subject to change in the future. UBS does not provide legal or tax advice and
makes no representations as to the tax treatment of assets or the investment returns thereon both in general or with reference to specific client's
circumstances and needs. We are of necessity unable to take into account the particular investment objectives, financial situation and needs of
our individual clients and we would recommend that you take financial and/or tax advice as to the implications (including tax) of investing in any
of the products mentioned herein.
This material may not be reproduced or copies circulated without prior authority of UBS. Unless otherwise agreed in writing UBS expressly
prohibits the distribution and transfer of this material to third parties for any reason. UBS accepts no liability whatsoever for any claims or
lawsuits from any third parties arising from the use or distribution of this material. This report is for distribution only under such circumstances as
may be permitted by applicable law. For information on the ways in which CIO manages conflicts and maintains independence of its investment
views and publication offering, and research and rating methodologies, please visit www.ubs.com/research. Additional information on the
relevant authors of this publication and other CIO publication(s) referenced in this report; and copies of any past reports on this topic; are
available upon request from your client advisor.
Options and futures are not suitable for all investors, and trading in these instruments is considered risky and may be appropriate only
for sophisticated investors. Prior to buying or selling an option, and for the complete risks relating to options, you must receive a copy of
"Characteristics and Risks of Standardized Options". You may read the document at https://www.theocc.com/about/publications/characterrisks.jsp or ask your financial advisor for a copy.
Investing in structured investments involves significant risks. For a detailed discussion of the risks involved in investing in any particular structured
investment, you must read the relevant offering materials for that investment. Structured investments are unsecured obligations of a particular
issuer with returns linked to the performance of an underlying asset. Depending on the terms of the investment, investors could lose all or a
substantial portion of their investment based on the performance of the underlying asset. Investors could also lose their entire investment if the
issuer becomes insolvent. UBS Financial Services Inc. does not guarantee in any way the obligations or the financial condition of any issuer or the
accuracy of any financial information provided by any issuer. Structured investments are not traditional investments and investing in a structured
investment is not equivalent to investing directly in the underlying asset. Structured investments may have limited or no liquidity, and investors
should be prepared to hold their investment to maturity. The return of structured investments may be limited by a maximum gain, participation
rate or other feature. Structured investments may include call features and, if a structured investment is called early, investors would not earn any
further return and may not be able to reinvest in similar investments with similar terms. Structured investments include costs and fees which are
generally embedded in the price of the investment. The tax treatment of a structured investment may be complex and may differ from a direct
investment in the underlying asset. UBS Financial Services Inc. and its employees do not provide tax advice. Investors should consult their own tax
advisor about their own tax situation before investing in any securities.
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Important Information About Sustainable Investing Strategies: Sustainable investing strategies aim to consider and incorporate
environmental, social and governance (ESG) factors into investment process and portfolio construction. Strategies across geographies and styles
approach ESG analysis and incorporate the findings in a variety of ways. Incorporating ESG factors or Sustainable Investing considerations may
inhibit the portfolio manager’s ability to participate in certain investment opportunities that otherwise would be consistent with its investment
objective and other principal investment strategies. The returns on a portfolio consisting primarily of sustainable investments may be lower
or higher than portfolios where ESG factors, exclusions, or other sustainability issues are not considered by the portfolio manager, and the
investment opportunities available to such portfolios may differ. Companies may not necessarily meet high performance standards on all
aspects of ESG or sustainable investing issues; there is also no guarantee that any company will meet expectations in connection with corporate
responsibility, sustainability, and/or impact performance.
Distributed to US persons by UBS Financial Services Inc. or UBS Securities LLC, subsidiaries of UBS AG. UBS Switzerland AG, UBS Europe SE, UBS
Bank, S.A., UBS Brasil Administradora de Valores Mobiliarios Ltda, UBS Asesores Mexico, S.A. de C.V., UBS Securities Japan Co., Ltd, UBS Wealth
Management Israel Ltd and UBS Menkul Degerler AS are affiliates of UBS AG. UBS Financial Services Incorporated of Puerto Rico is a subsidiary of
UBS Financial Services Inc. UBS Financial Services Inc. accepts responsibility for the content of a report prepared by a non-US affiliate
when it distributes reports to US persons. All transactions by a US person in the securities mentioned in this report should be
effected through a US-registered broker dealer affiliated with UBS, and not through a non-US affiliate. The contents of this report
have not been and will not be approved by any securities or investment authority in the United States or elsewhere. UBS Financial
Services Inc. is not acting as a municipal advisor to any municipal entity or obligated person within the meaning of Section 15B of
the Securities Exchange Act (the "Municipal Advisor Rule") and the opinions or views contained herein are not intended to be, and
do not constitute, advice within the meaning of the Municipal Advisor Rule.
External Asset Managers / External Financial Consultants: In case this research or publication is provided to an External Asset Manager
or an External Financial Consultant, UBS expressly prohibits that it is redistributed by the External Asset Manager or the External Financial
Consultant and is made available to their clients and/or third parties.
Austria: This publication is not intended to constitute a public offer under Austrian law. It is distributed only for information purposes to clients
of UBS Europe SE, Niederlassung Österreich, with place of business at Wächtergasse 1, A-1010 Wien. UBS Europe SE, Niederlassung Österreich
is subject to the joint supervision of the European Central Bank ("ECB"), the German Central Bank (Deutsche Bundesbank), the German Federal
Financial Services Supervisory Authority (Bundesanstalt für Finanzdienstleistungsaufsicht), as well as of the Austrian Financial Market Authority
(Finanzmarktaufsicht), to which this publication has not been submitted for approval. UBS Europe SE is a credit institution constituted under
German law in the form of a Societas Europaea, duly authorized by the ECB. Bahrain: UBS is a Swiss bank not licensed, supervised or regulated
in Bahrain by the Central Bank of Bahrain and does not undertake banking or investment business activities in Bahrain. Therefore, clients have
no protection under local banking and investment services laws and regulations. Brazil: This publication is not intended to constitute a public
offer under Brazilian law or a research analysis report as per the definition contained under the Comissão de Valores Mobiliários ("CVM")
Instruction 598/2018. It is distributed only for information purposes to clients of UBS Brasil Administradora de Valores Mobiliários Ltda. and/or
of UBS Consenso Investimentos Ltda., entities regulated by CVM. Canada: In Canada, this publication is distributed to clients of UBS Wealth
Management Canada by UBS Investment Management Canada Inc.. China: This report is prepared by UBS Switzerland AG or its offshore
subsidiary or affiliate (collectively as "UBS Offshore"). UBS Offshore is an entity incorporated out of China and is not licensed, supervised or
regulated in China to carry out banking or securities business. The recipient should not contact the analysts or UBS Offshore which produced
this report for advice as they are not licensed to provide securities investment advice in China. UBS Investment Bank (including Research) has
its own wholly independent research and views which at times may vary from the views of UBS Global Wealth Management. This report shall
not be regarded as providing specific securities related analysis. The recipient should not use this document or otherwise rely on any of the
information contained in this report in making investment decisions and UBS takes no responsibility in this regard. Czech Republic: UBS is
not a licensed bank in the Czech Republic and thus is not allowed to provide regulated banking or investment services in the Czech Republic.
Please notify UBS if you do not wish to receive any further correspondence. Denmark: This publication is not intended to constitute a public
offer under Danish law. It is distributed only for information purposes to clients of UBS Europe SE, Denmark Branch, filial af UBS Europe SE,
with place of business at Sankt Annae Plads 13, 1250 Copenhagen, Denmark, registered with the Danish Commerce and Companies Agency,
under No. 38 17 24 33. UBS Europe SE, Denmark Branch, filial af UBS Europe SE is subject to the joint supervision of the European Central Bank
("ECB"), the German Central Bank (Deutsche Bundesbank), the German Federal Financial Services Supervisory Authority (Bundesanstalt für
Finanzdienstleistungsaufsicht), as well as of the Danish Financial Supervisory Authority (Finanstilsynet), to which this publication has not been
submitted for approval. UBS Europe SE is a credit institution constituted under German law in the form of a Societas Europaea, duly authorized
by the ECB. France: This publication is distributed by UBS (France) S.A., French "société anonyme" with share capital of € 132.975.556, 69,
boulevard Haussmann F-75008 Paris, R.C.S. Paris B 421 255 670, to its clients and prospects. UBS (France) S.A. is a provider of investment
services duly authorized according to the terms of the "Code Monétaire et Financier", regulated by French banking and financial authorities as
the "Autorité de Contrôle Prudentiel et de Résolution". Germany: This publication is not intended to constitute a public offer under German
law. It is distributed only for information purposes to clients of UBS Europe SE, Germany, with place of business at Bockenheimer Landstrasse
2-4, 60306 Frankfurt am Main. UBS Europe SE is a credit institution constituted under German law in the form of a Societas Europaea, duly
authorized by the European Central Bank ("ECB"), and supervised by the ECB, the German Central Bank (Deutsche Bundesbank) and the
German Federal Financial Services Supervisory Authority (Bundesanstalt für Finanzdienstleistungsaufsicht), to which this publication has not
been submitted for approval. Greece: UBS Switzerland AG and its affiliates (UBS) are not licensed as a bank or financial institution under
Greek legislation and do not provide banking and financial services in Greece. Consequently, UBS provides such services from branches outside
of Greece, only. This document may not be considered as a public offering made or to be made to residents of Greece. Hong Kong: This
publication is distributed to clients of UBS AG Hong Kong Branch by UBS AG Hong Kong Branch, a licensed bank under the Hong Kong Banking
Ordinance and a registered institution under the Securities and Futures Ordinance. UBS AG Hong Kong Branch is incorporated in Switzerland
with limited liability. India: UBS Securities India Private Ltd. (Corporate Identity Number U67120MH1996PTC097299) 2/F, 2 North Avenue,
Maker Maxity, Bandra Kurla Complex, Bandra (East), Mumbai (India) 400051. Phone: +912261556000. It provides brokerage services bearing
SEBI Registration Number INZ000259830; merchant banking services bearing SEBI Registration Number: INM000010809 and Research Analyst
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services bearing SEBI Registration Number: INH000001204. UBS AG, its affiliates or subsidiaries may have debt holdings or positions in the
subject Indian company/companies. Within the past 12 months, UBS AG, its affiliates or subsidiaries may have received compensation for noninvestment banking securities-related services and/or non-securities services from the subject Indian company/companies. The subject company/
companies may have been a client/clients of UBS AG, its affiliates or subsidiaries during the 12 months preceding the date of distribution of
the research report with respect to investment banking and/or non-investment banking securities-related services and/or non-securities services.
With regard to information on associates, please refer to the Annual Report at: http://www.ubs.com/global/en/about_ubs/investor_relations/
annualreporting.html. Indonesia, Malaysia, Philippines, Thailand: This material was provided to you as a result of a request received by UBS
from you and/or persons entitled to make the request on your behalf. Should you have received the material erroneously, UBS asks that you
kindly destroy/delete it and inform UBS immediately. Any and all advice provided and/or trades executed by UBS pursuant to the material will
only have been provided upon your specific request or executed upon your specific instructions, as the case may be, and may be deemed as
such by UBS and you. The material may not have been reviewed, approved, disapproved or endorsed by any financial or regulatory authority
in your jurisdiction. The relevant investments will be subject to restrictions and obligations on transfer as set forth in the material, and by
receiving the material you undertake to comply fully with such restrictions and obligations. You should carefully study and ensure that you
understand and exercise due care and discretion in considering your investment objective, risk appetite and personal circumstances against the
risk of the investment. You are advised to seek independent professional advice in case of doubt. Israel: UBS is a premier global financial firm
offering wealth management, asset management and investment banking services from its headquarters in Switzerland and its operations in
over 50 countries worldwide to individual, corporate and institutional investors. In Israel, UBS Switzerland AG is registered as Foreign Dealer
in cooperation with UBS Wealth Management Israel Ltd., a wholly owned UBS subsidiary. UBS Wealth Management Israel Ltd. is a Portfolio
Manager licensee which engages also in Investment Marketing and is regulated by the Israel Securities Authority. This publication is intended for
information only and is not intended as an offer to buy or solicitation of an offer. Furthermore, this publication is not intended as an investment
advice and/or investment marketing and is not replacing any investment advice and/or investment marketing provided by the relevant licensee
which is adjusted to each person needs. The word "advice" and/or any of its derivatives shall be read and construed in conjunction with the
definition of the term "investment marketing" as defined under the Israeli Regulation of Investment Advice, Investment Marketing and Portfolio
Management Law, 1995.Italy: This publication is not intended to constitute a public offer under Italian law. It is distributed only for information
purposes to clients of UBS Europe SE, Succursale Italia, with place of business at Via del Vecchio Politecnico, 3-20121 Milano. UBS Europe SE,
Succursale Italia is subject to the joint supervision of the European Central Bank ("ECB"), the German Central Bank (Deutsche Bundesbank),
the German Federal Financial Services Supervisory Authority (Bundesanstalt für Finanzdienstleistungsaufsicht), as well as of the Bank of Italy
(Banca d’Italia) and the Italian Financial Markets Supervisory Authority (CONSOB - Commissione Nazionale per le Società e la Borsa), to which
this publication has not been submitted for approval. UBS Europe SE is a credit institution constituted under German law in the form of a
Societas Europaea, duly authorized by the ECB. Jersey: UBS AG, Jersey Branch, is regulated and authorized by the Jersey Financial Services
Commission for the conduct of banking, funds and investment business. Where services are provided from outside Jersey, they will not be
covered by the Jersey regulatory regime. UBS AG, Jersey Branch is a branch of UBS AG a public company limited by shares, incorporated in
Switzerland whose registered offices are at Aeschenvorstadt 1, CH-4051 Basel and Bahnhofstrasse 45, CH 8001 Zurich. UBS AG, Jersey Branch's
principal place business is 1, IFC Jersey, St Helier, Jersey, JE2 3BX. Luxembourg: This publication is not intended to constitute a public offer
under Luxembourg law. It is distributed only for information purposes to clients of UBS Europe SE, Luxembourg Branch, with place of business at
33A, Avenue J. F. Kennedy, L-1855 Luxembourg. UBS Europe SE, Luxembourg Branch is subject to the joint supervision of the European Central
Bank ("ECB"), the German Central bank (Deutsche Bundesbank), the German Federal Financial Services Supervisory Authority (Bundesanstalt
für Finanzdienstleistungsaufsicht), as well as of the Luxembourg supervisory authority (Commission de Surveillance du Secteur Financier), to
which this publication has not been submitted for approval. UBS Europe SE is a credit institution constituted under German law in the form of a
Societas Europaea, duly authorized by the ECB. Mexico: This information is distributed by UBS Asesores México, S.A. de C.V. ("UBS Asesores"),
an affiliate of UBS Switzerland AG, incorporated as a non-independent investment advisor under the Securities Market Law due to the relation
with a Foreign Bank. UBS Asesores is a regulated entity and it is subject to the supervision of the Mexican Banking and Securities Commission
("CNBV"), which exclusively regulates UBS Asesores regarding the rendering of portfolio management, as well as on securities investment
advisory services, analysis and issuance of individual investment recommendations, so that the CNBV has no surveillance faculties nor may have
over any other service provided by UBS Asesores. UBS Asesores is registered before CNBV under Registry number 30060. You are being provided
with this UBS publication or material because you have indicated to UBS Asesores that you are a Sophisticated Qualified Investor located in
Mexico. The compensation of the analyst(s) who prepared this report is determined exclusively by research management and senior management
of any entity of UBS Group to which such analyst(s) render services. Nigeria: UBS Switzerland AG and its affiliates (UBS) are not licensed,
supervised or regulated in Nigeria by the Central Bank of Nigeria or the Nigerian Securities and Exchange Commission and do not undertake
banking or investment business activities in Nigeria. Poland: UBS is a premier global financial services firm offering wealth management services
to individual, corporate and institutional investors. UBS is established in Switzerland and operates under Swiss law and in over 50 countries
and from all major financial centres. UBS Switzerland AG is not licensed as a bank or as an investment firm under Polish legislation and is not
permitted to provide banking and financial services in Poland. Portugal: UBS Switzerland AG is not licensed to conduct banking and financial
activities in Portugal nor is UBS Switzerland AG supervised by the portuguese regulators (Bank of Portugal "Banco de Portugal" and Portuguese
Securities Exchange Commission "Comissão do Mercado de Valores Mobiliários"). Singapore: This material was provided to you as a result
of a request received by UBS from you and/or persons entitled to make the request on your behalf. Should you have received the material
erroneously, UBS asks that you kindly destroy/delete it and inform UBS immediately. Clients of UBS AG Singapore branch are asked to please
contact 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 report. Spain: This publication is not intended to constitute a public offer under Spanish law. It is distributed
only for information purposes to clients of UBS Europe SE, Sucursal en España, with place of business at Calle María de Molina 4, C.P. 28006,
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