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Since Track Info
Month  Quarter YID 1year 3years 5Syears 10years inception' Risk2 eror® ratio?

Global Sustainable

Equity Composite -0.28 537 1250 2458 597 1285 5.24 669 1673 431 027
MSCI World® 0.38 4.03 10.66 18.20 5.24 11.38 397 554 15863
Value added -0.56 134 184 649 073 1.46 127 115
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AT i fE - B ESG = F 3 ~ 4k PR Ap ¥R ey
B BGEZ iR iR ol T e b o 4E* MSCI ESG
=% (MSCI ESG Ratings)k& -+ £ ESG Alpha :#% - {4 Alpha
B AV e g F 0Lk send iR Az o MSCLESG 3% % i
F- AP L RE AL gffr' FipI@4e b 10 B 2 REN R 37 3B

~

X

i R R B SRS ESCAFF IR

Tilting global equity index portfolio towards higher ESG rated stocks
30%

B MSCl World
25% 151551 Scenariot
B %152 Scenario 2

15%

10%

5%

Stocks weight in index/portfolio

R EH G 2R E

0%

AAA  AA A BEB BB B ccc

MSCI ESGFF%
MSCI ESG Rating

A 1,605 1,003 789
FEEAMSCIHH RSS2 BHERS 2 n/a 0.24% 0.33%
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Three-year Secular
Nomalized Equilibrium Required expected Extra risk
Asset (ass Indices Price/value’ return return retum return® estimate
5&P 500 2.2 75 55 -4.3 97 15.7
Global (Ex-US) Equities: MSCl World Free ex-US 11 73 52 11.5 0.2 15.2
Emerging Markets Equities: MSCl EM Emerging Markets 1.4 87 6.6 216 15.0 230
Citigroup Treasury Index 1.0 472 2.1 06 -1.6 50
Ten-year Treasury Bonds 1.0 4.4 2.4 0.3 -27 81
High Yield: Merrill Lynch High Yield Master Index 0.7 6.2 35 11 -2.5 104
Global (Ex-US) Bonds: Citigroup WGBI Non-US 21 41 22 -1.0 -3.2 47
Emerging Markets Debt: J.P. Morgan EMEI Global 16 73 53 0.8 -6.1 12.2
TIPS 1.5 4.0 22 0.0 -2.2 3.1
US Cash Equivalents: 3-Month Eurodollar NA 37 1.0 1.0 NA 1.5
FHRARBATAEAFEIFT A RFTARE [ 2
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Figure 2 - PMIs consistent with moderate growth FHLBRBOEANE X L EssaEmE)
Figure 3 - Inflation slowdown should be temporary US
headline and core PCE price index, year-on-year in %

_ 5
: ﬂ,-“ \J 4
AN W ;
) ¢ AJN= |
40 0
m -V
0 (2)
207 2008 2011 Fulk] 15 2017 2007 2009 2011 2013 2015 2017
—Manufacturing Non-anufactunng =—PCE price index yy Core PCE price index yfy
FREEEASE F# 2017 25 - FAHTERESEH B

(+15%)i% > B+ ﬁigﬁ,n@*ﬁf@ﬁﬂgﬁﬁk'o@%
BAIRE A 0 LR £ BT HERY FF LD THORRK
?i M@ s F 7 L RF Ea v X E ARG EZH > 2 H

WERELF AP RER - BB eRE SR E R RS K AL
Itk G AL cRBEZA T I AR 12 B Z R

SEREfre PP FFF ey A EF L 44% PR ¥
TR IR G AR RARY o o RN H S BT BN R E L s
ATER LS B EE s AR AR DL

37



‘.

FAEF o NRAFHAIHT LA T HFFETABI L ]
etz % FHMATYLEHE - Sl r i Wiy
e 3 4 Ewﬁiﬁég@%‘ﬁi%ﬁ%oﬁﬁﬁ%%wﬁié
FHR LR B ERRY R HFREFS s B AT
%’7ﬁ%$3ﬁ%$£ﬁé%oﬁ$§ﬂ%%2MSg?ﬁa
FEF AT g #%ﬂo%%%%aﬂa;pwém—g
o TR RE e HT IS E ARG S o
;Wuﬂ’viy%ﬁaﬂ4£éﬁ<&ﬁ L FEH >
ER L SIS %”%'F’i* S SL I F S ] %’m’}%ﬂ B 44 Tt
FiE o BAIRE AT ERERFNL FAORRICR 0 U E R
FRAFRAZNE LI FP TS ARETA > PAGLIADH D €
oo AEITH R R F E e E R LR o
FHFMLFTONPETFI20I18# 1 B4nh 63 9B
HERE T AR AR o > P R F R R
FALOPERAAR R ERD > LHRAFH AT BRALS E
= gva/gﬂsb ) IRALL G 60% B S € de S A HFI R o 75%h
@ﬁ%ﬂoéﬁﬁﬁ’iﬁﬁiiimﬂ& H

m{g##lﬁ)@’ﬁ B4 3% 1 2 ;&mq_

-
-

‘3‘
QN

o 7

o

V\J

)

d~

r |

—_—

A
L
-g\
C
=
:3%

.ﬁ@méwﬂ%/%ﬁwgﬁo
P%MZMT&mﬁﬁﬁa*gﬁﬁZ%ﬁﬂﬁg?ﬁ’i

5% 1.5% 3 > d WE A 0 GARL B RN E o bl f

*iii&@¢ﬁhﬁ‘ § I 2 7 & g 4 -

W‘

38



=

RN U RE 3 sk SRR I I R s R S G
wzﬁ“#%W$%g’w*k%ﬁp$%
PR A - i SRR RRIET
%ﬁ‘%?‘@ﬁ’é{,ﬁ%*mw

F]F (P Ar TE_ .

%
J

&

% B

IRSRGET (5 AT R RE) D B BE S h
R L e L
PR W R PET E R Hhh e R AR o d

&q
£
>
2t
S

d
TN J‘% ‘l‘Tﬂ B @\,

\_'q_;-

E
-

Wy

bt

%
H

|

A}

bt sl A g 0 1T E KR ST A gD
R I RS RN S &

i

¢ o
W de i S0 waRF| 5 9 A 4 hD @ A BB X2k p A
Bt A BREL L knh GFE R R MBS
Toomlt o Fre SskiT o kAR Ed Ry 5
3

2R

v

Beplig % 0 R B G T

B SHRAA 0 T A A T %0 S
Alternative indices would have outperformed the market historically
JEB R (Indices cumulative return): 31 May 1988 - 51 December 2016

fE{8: FFRRAFICH&HE5 1000158, i) - MsCIE R LR R e @ MSCIitii i EIRE (MSCI World Quality)
(FTSE RAFI Developed 1000) (MsCI World Min Vol USD opt)
1,800 1,800 1,800
1,550 1,550 1,550 F
1,300 "“"" 1,300 1,300 ;
1,050 f\ JW! 1,050 1,050 /ﬁl M’%"

300 Y 800 r— 300

550 550 Vo 550 A'/ V ﬂ

300 300 300 2, A_VM

50 50 50 e

'88 '90 '93 '95 '98 '00 03 '05 '08 '10 13 '15 '88 '90 "93 '95 '98 '00 '03 '05 '08 "10 "13 15 '88 '90 '93 '95 '98 '00 '03 '05 '08 10 '13 15
== FTSE RAFI Developed 1000 s MSCI World MSCl World Min Vol USD opt  ====M5CI World s MSCl World Quality s MSCl World

HEL - msclit g REE#I(MSCI World Equal Weighted)  8JEE | MsCI{EFEIEESE(MSCI World Momentum)
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550 Nﬂ 50 —
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'88 '90 '93 '35 '93 '00 '03 '05 '08 '10 '13 '15 ‘88 "90 '93 '95 '98 '00 03 '05 '08 '10 "13 "15
MSCI World Equal Weighted —=====MS5Cl World MSCl World Momentum — ==——=M5Cl World
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RAFI #; #(FTSE RAFI Index)» F10* 4 7 ¥ 7R & 8 Aot 96 1%
Eﬂﬁﬁimgﬁﬁﬁf%hﬁﬁﬁ@ﬁﬁ£mﬁﬂﬂ+m@&@ﬁ
FEF P END € AT FRBREY I REHEFS D
¥ o bl4e 0 £ 2007-2009 # i‘ﬂcéﬁﬁﬂ:& Fe PR E F] S 4 Heen
z\lﬁ.»;wf;—r’ B i 'ilif“;rr"?r‘]'*#ﬂgtﬂ L R '—‘];l"
FUFLEEFEPHR T s arcy o
URSERE SRR IR S 1 el
Alternative indices performance tends to be cyclical

BEAMEEs. T —FEIHE A

Alternative beta indices vs. market: 1 year rolling relative monthly return

EAAE R AR EAREE, REEFERRTEN —RERRRR
Equity factors typical performance pattern vs. market
during business cycle phases 20%

' FTSE RAFI Dev. 1000 vs. MSCl World
0 MSCI World MV USD opt vs. MSCI World I
S Pro-cyclical 15%  ——Mscl World Quality vs. MSCI World

M Ji >t | |
|

5% LA _—
T size IIIIII \ | Iml‘

0% M
(48 Defensive 504

LI
I VI
W

-20%

{5k Expansion k4 Contraction

‘02 02 '04 ‘05 '06 ‘07 08 09 10 11 12 13 14 15 16

B  BREEEE, 2, EeHEE. MSCl, Research Affiliates, RIMES,

it B 200151 A3 HE20164F0H30H. ERRERIEIR A2 CaHE, 5 RS0 i B 1R (2 WS L R W s 8 R I R AR

Source: UBS Asset Management, Bloomberg, FTSE Russell, MSCI, Research Affiliates, RIMES. Note: Data from 31 January 2001 to 31 December 2016. TR gross index performance data in USD.
Data for alternative indices contains live and back-tested data sourced from index providers (see 'Index data' page). Past performance is not a reliable indicator of future results.
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Bt o D A AT iE L R e
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A AR BT R M g KRR — F afdp i e 8 Al Bop $#MSCI 2 R 4 dic2 S &
£ R AR S

RE: BHRHRERIEIRTL
EE RERRBTE, RER
HEHRRER

15% Value: strong academic and
market evidence that value BE PGS, R
e

outperforms market over the long

term; the value anomaly is likely to Quality: downside
N r\/\ persist protection, similar to low

10% , volatility stocks
St %

5% — i REESERERED, B
R LSRR
Velatility: risk reduction for the

overall portfolio, but tends to lag in
rising markets

-10%
'93 ‘¢4 '95 '96 '87 '¢8 '92 00 '01 ‘02 '03 '04 '05 '06 07 '08 '09 10 11 12 13 '14 15 '16
——FTSE RAFI Developed 1000 vs. MSCl World MSCl World Min Vol USD opt vs. MSCl World
——MSCl World Quality vs. MSCl World =50% RAFI + 25% Min Vol + 25% Quality vs. MSCl World

FEERE B ETE, P, SREE, MsCl, Research Affiliates, RIMES,

it B E19884E5 A 31H (EEFRE I AR T HV) £2016%0A30H. HEEEHERE ST EHA. HREREE o S50 IR (AR LU E W B 8 SR R R R A
Source: UBS Asset Management, Bloomberg, FTSE Russell, MSCI, Research Affiliates, RIMES.

Note: Data from 31 May 1988 (earliest date when data is available for all examined indices) to 31 December 2016. TR gross index performance data in USD. Data fer alternative indices contains
live and back-tested data sourced from index providers (see 'Index data’ page). Past performance is not a reliable indicator of future results.
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FRpl s :};, #icke &2 g *  Alternative beta index blends: application

BET

FEUBIFEH & .2 EH Alternative beta index blends: application ens

fEBH O R . PR T

Index blends capturing value, volatility and quality factors

I & Idea {EBH A %A Example of index blends
OB RRCRE TR, o R ERC R AR R - =R . R .
RAFIS(E). MSCIIEABRHAHAEHED. MSQIRNERERE » R (Suggested blend): 50% RAFI + 25% Min Vol + 25% Quality
Custom blend alternative beta index combining three indices capturing three
equity factors: FTSE RAFI {value), M5CI Min Vol (velatility), MSCl Quality o 49N {5 (Equal weighted blend): 1/37 RAFI + 1/3 Min Vol + 1/3 Quality
(quality)
Bi#% A Data inputs
« Indices: FTSE RAFI, M5CI Min Vol, M5CI Quality TR (Index data) P - RS WAL EAE
o REREEENEEE 5198885831 H (AR RECTIERRERHE) (31.05.88 - 31.12.16)" Return Risk TE! IR' Beta’

F2016%£12H31H.
TR gross monthly data in USD from 31 May 1988 MSCl World 73% 14.9% nfa n/a 1.00
(earliest date when data is available for all examined indices) to 31
December 2016

R/ Construction FTSE RAFI Developed 1000 98%  15.0° 459 057 0.96
. - - - - E Yt Yt B 3
o R SRR BRI : RN AR T, e HE evelope ¢ ° °
BT
separate portfolios tracking separate alternative beta indices: rebalance to
target allocation at specified timeframes (e.g. quarterly, semi-annually) MSCI World Min Vol USD opt 86% 11.2% 6.8% 0.19 0.68
o —TREGHE BN G TR AR TSR RS SRR
Ree AT
One portfolic tracking custom alternative beta index combining different : o o o
factors: benefit from potential turnover reduction and crossing Mscl World Quality 10.8% 13.7% 5 7% 0.61 085

opportunities

HE##A? Suggested blend™:

#5458 Result 50% RAFI + 25% Min Vol + 9.8% 13.2% 3.5% 0.73 0.86
o EERESREMRE. MEGREE W rHE -JEH, OMERLEE 25% Quality
T BEERIL #8775 Lower TE and higher IR vs. stand-alone indices “ERHEE: Equal weighted
exploiting value, volatility and quality factors P d d
o TSRS AREERE AR blend®: 113" RAFI + 1/3" 9.8% 12.7% 3.8% 0.67 0.83
Potential reduction in performance cyclicality Min Vol + 1/3™ Quality
HAAE  EREETE, @1§. ERNER. MsO. Research Affiliates. RIMES. i BAEACTREANGEE. LIEBRERE A RAR M5 BW A O R L R L R 3

RG2S (e 5).

Source: UBS Asset Management, Blonmberg, FTSE Russell, MSCI, Research Affiliates, RIMES. Note: Past perfnrmah(e is not a reliable indicator of future results. Historical tra(kihg error is not a
guide to the future. Data for alternative indices contains live and back-tested data sourced from index providers (see ‘Index data’ page).

1 SELHRBR Rl AR L . B19ssFs A3 (LESETEERESER) 20165128310, FAIRFHERES, STLERRLEFERY Mo R B ST, FEm
LRSS R T

1 Annualised TR gross index data in USD from 31 May 1988 (earliest date when data is available for all examined indices) to 31 December 2016. Ex-post tracking error, information ratio and

beta vs. MSCI World Index. Annualised monthly standard deviation of index returns is used as a measure of risk.

$ UBS 2 EREEEEEGE It

2 UBS Asset Management estimates.

IR SEEAUT, T S b BETA

Alternative indices would have outperformed the market historically blends

FEHUF L H =R B JE 2 (Indices annualised return and risk): 51 May 1988 - 51 December 2016

12.0%
£ [Sgiaiepeltic Ged B
% 11.0% — MRINEEABE
e Aim to move towards top left 0 OLRS e
° corner of the risk-return u ng:[:;vﬁ"l‘éﬁ}"%ﬁ‘
@ quadrant by blending indices orld Quality
3 MSCIiH a8 MSCI World Momentum
£ 10.0% m s RAFIEFAZHE F fE# ]
oy 2% REREN. 25% STERAFICHE S 510003781
:’%: RAFI + 25% MV + FTSE RAFI Developed 1000
ﬁ 9.0% % Quality
& MSCIt*tfﬁEfé&Qj?ﬁﬁ(
Fk 5 -
MsCl world Min vol MSCIHH 5755 i Fi5 8
USD opt MSCl World Equal
5.0% Weighted
W MSCIit#HH# Mscl world
7.0%
11.0% 12.0% 13.0% 14.0% 15.0% 16.0% 17.0%

Annualised Risk

TR : RHAE R - Wil - BT E - MSC) - Research Affiliates ~ RIMES - B R HRFI MBI L= T HE - BF2016F12A31H -

2 E{LBdE R 1088 s 531 0 (LEAHBETRRIRA T O8) F2016%12H31 0 - HEERE(LEEESFFL - ERREE LR - BEHEEIE D S HEIER R WL RS BRI GE 2%
MEBEGE) B) - BREATRIARAER -

Source: UBS Asset Management, Blonmberg, FTSE Russell, MSCl, Research Affiliates, RIMES. TR gross index parlnrmance data in USD to 31 December 2016.

Mote: Annualised data from 31 May 1988 (earliest date when data is available for all examined indices) to 31 December 2016. Annualised monthly standard deviation of index returns is used as a
measure of risk. Data for alternative indices contains live and back-tested data sourced from index providers (see 'Index data' page). Past performance is not a reliable indicator of future results.

o UBS e
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Investment meeting process structure

Strategic Tactical Portfolio

Implementation

Long-term Fundamentals Market Dynamics and
and Secular Outlook Pricing Analysis

FIIF
MST ) : )
Weekly Macro Meeting Global & Regional Credit Team Risk Management

Global Rates & FX Team Portfolio Construction

Quantitative Models Output Trade Execution
Broker Trade Idea Analysis Trade Monitoring

FIIF Factor Forecasts

Medium term allocation: Opportunistic trades: Diversified active Global

* Duration « Duration/Curve/Country Portfolio

= Curve = Credit: sector allocation and * Stresstesting

« Country security selection * Risk reporting

e Sector s FX « Performance attribution
= Hedging
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