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Key points

Impact investing is clearly differentiated from other
sustainable investment solutions, but still takes
ESG criteria into account

[ terms of risk, it reduces the chance of ending up
with stranded assets

In terms of performance, it benefits from three
growth pillars: innovation, changes in regulations,
‘and demand from consumers

The Sustainable Development Goals (SDGs) are
lobal and not regional, but the European marfket
offers a superior pool of impact companies: Enrope
is more advanced as regards sustainability and
therefore provides supportive legislation which has
nurtured positive impact companies, therefore
matking the universe bigger

Asset managers who can fulfil the dual mandate of
impact investing are well />/zl(€[/ to m/)f///f the
expected 0//27%{70////[1/110 of the “fixers” (i.e. those
who provide the solutions to our planet’s biggest

problems)

The growing market

According to the Global Impact Investing Network (GIIN), the
impact market, which doubled in size in 2018, continued its
solid growth in 2020, reaching USD 715 billion. This stunning
growth points to the beginning of a shift in preferences
towards impact investing, i.e., “the intention to generate a
measurable social or environmental impact alongside a
financial return”. We believe that companies helping to solve
the acute challenges faced by society and the planet are
ideally positioned for steady growth over the coming
decades.

Impact investing is clearly differentiated from other
sustainable solutions

There is still much confusion about what separates impact
investing from other sustainable investment strategies. ESG
(environmental, social, and governance) investing typically
focuses on a company’s operations, whereas impact
investing focuses on its output, whether products or
services. ESG criteria are used to assess how well a
company is run, but they say nothing about the effects of its
business on the world. With impact investing, it is critical that
making a positive and purposeful impact should be part of a
company’s business model.
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Reducing the risk of ending up with stranded assets

To access the purest solution-providers — or “fixers” — of our
planet’s biggest problems, impact investing creates a natural
small- and mid-cap bias through listed equities for three
reasons:

They have fewer legacy issues

They are more monoline and as such will tend to
have a higher percentage of revenues derived from
areas generating a positive impact

They have more potential for successful
engagement

We believe that this bias offers an additional potential source
of return, especially when optimally blended with a client’s
portfolio to improve the risk—return ratio.

Additionally, impact investing helps reduce the risk of ending
up with stranded assets. For example, coal companies are
finding it increasingly difficult to survive as going concerns
and this raises interesting questions for other fossil fuel
producers and extractive industries. By entirely avoiding
some of the most problematic sectors, impact investing is an
excellent way of protecting investors against this risk, and
that has major performance repercussions.

As at the end of November 2020, the S&P Global Clean
Energy Net USD index delivered a performance of 102%
while the MSCI World Energy Sector net lost 34%:

= S&P Global Clean Energy Net USD

MSCI World Energy Sector Net USD

Sources: Bloomberg Finance L.P., UBP, as at 30 November 2020
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In terms of risk, assessing a company’s ESG criteria is an
integral part of our investment process; not only does this
allow us to better understand the risks a company is facing,
but it also presents opportunities to generate alpha and
increase the level of certainty regarding their forecasts.
Companies with strong (or improving) ESG practices
typically generate more sustainable cash flows and are less
vulnerable to accounting irregularities, regulatory changes
and the associated fines and structural threats.

A growth style with multiple outperformance drivers

Our impact strategies have a growth bias, but, interestingly,
the growth drivers differ from traditional growth portfolios
which often rely on the technology sector. Effectively, growth
on the impact side is built on three pillars: innovation,
changes in regulations and demand from consumers.

Innovation is obviously one of the main sources of growth
and it can also act as a tool for addressing global challenges,
such as social issues and climate change. The dual role of
innovation as a driver of growth and sustainability is
recognised by SDG 9, which seeks to build resilient
infrastructure, promote sustainable industrialisation, and
foster innovation.

Solar energy is a good illustration of the importance of
innovation. Thanks to innovation, the cost of solar energy
dropped by a factor of between 5 and 8 between 2010 and
2020:
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In this case, technological innovation helps to develop better
tools to decarbonise the planet, while reducing the cost of
energy and increasing global prosperity.

The green transformation of the global economy also offers
opportunities spurred on not only by the broader
environmental movement, but also increasingly by
government funding and regulation. Much like the internet
and mobile computing served as transformative growth
themes amid the volatility of the technology bubble at the
turn of the century, so we expect a number of long-cycle
themes will be integral parts in this cycle’s global, post-
pandemic economic reshaping:

Union Bancaire Privée, UBP SA | Asset Management
Rue du Rhéne 96-98 | P.O. Box 1320 | 1211 Geneva 1 | Switzerland | www.ubp.com

Amazon.com rel. to Wal-Mart stores (indexed)

g /\_“J/JM\/

Sources: NASDAQ, MSCI, Bioomberg Finance LP. and UBP
Source: UBP, as at 30 November 2020

The world appears to be on the cusp of a long-cycle
transition from fossil-fuel dependency towards a future that
relies on renewables. The European Union’s sustainable
finance taxonomy and the upcoming frameworks created by
China’s five-year plan are providing catalysts for the current
wave of transformation.

The world is changing fast and people are increasingly
aware of the challenges we are facing as human beings —
climate change, pollution and rising inequality. The ongoing
COVID-19 pandemic has only exacerbated this sense of
emergency. The months since the start of the global
pandemic have spurred changes to the global economy that,
even with a vaccine and a return to “normal”, will probably
not be unwound. Good illustrations of this are the boost in
online services, providers of remote medical services joining
the mainstream, and the increase in electric vehicles’ market
share.

From investment opportunities to our strategies

We have benefited from our collaboration with the
Investment Leaders Group (“ILG”, facilitated by the
Cambridge Institute of Sustainability Leadership) to address
the 17 UN Sustainable Development goals through six
themes: climate stability, healthy ecosystems, sustainable
communities, basic needs, health & wellbeing, and inclusive
& fair economies. Each theme represents a number of SDGs
and sub-goals. This allows for real efficiency in the
investment approach as the hunt for ideas is led from these
areas, rather than the more traditional “GICS” sector or
geographical breakdowns.

SDGs and the problems they are intended to solve are
global, rather than regional, hence the goal is to invest in the
best solution for a particular SDG wherever that company is
listed, which includes the developed world and emerging
markets. Nevertheless, we noticed that the European market
offers a superior pool of impact companies and this results in
a European bias at portfolio level, although our largest
country exposure is to the US.
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The essentials

The launch of the UN’s Sustainable Development Goals
(SDGs), provided a roadmap for addressing the most

Stock examples

, Which is seeking to industrialise
heat-free cement, is an interesting case. The cement

industry is responsible for 8% of carbon dioxide emissions.
Significantly, if it was a country, it would be the third most
polluting in terms of CO2 after China and the United States.
The unique characteristics of Hoffman’s cement solution can
save 80% of the energy used in the traditional cement-
making process.

pressing issues facing our society by 2030 and beyond.
According to the UN, getting there will require an estimated
annual investment of USD 5-7 trillion. We believe that
companies which help to solve societal and environmental
challenges are uniquely exposed to a clear growth path over
the coming decades. These businesses will benefit from
innovation, regulatory changes and a shift in consumer
demand, enabling them to grow faster. As stock prices tend
to follow EPS growth, these companies will tend to
outperform the market and this potential will be captured by
those asset managers who are able to fulfil the dual mandate
of impact investing.

embodies the characteristics we look for in
impact stocks which focus on emerging markets. The
company is the largest mobile telecoms operator in Kenya.
However, telephony is a real enabler in developing societies;
people often use it to live their lives and run their businesses.
In the case of Safaricom, the wholly-owned money platform,
M-Pesa, provides the local population — a majority of whom
do not have access to traditional banking facilities — with
access to transfers, loans, deposits, transactions and other
financial services. In other words, its services are having a
meaningful impact at affordable prices at societal level,
helping to alleviate poverty.

The securities identified above should not be considered as recommended for
purchase or sale.

Yvan Delaplace

Impact Investment Specialist
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Disclaimer

This is a marketing document and is intended for informational and/or marketing purposes only. It is confidential and is intended to be used only by the
person(s) to whom it was delivered. It may not be reproduced (in whole or in part) or delivered, given, sent or in any other way made accessible, to any other person
without the prior written approval of Union Bancaire Privée, UBP SA or any entity of the UBP Group (UBP). This document reflects the opinion of UBP as of the date of
issue. This document is for distribution only to persons who are Professional clients in Switzerland or Professional Clients or an equivalent category of investor as defined
by the relevant laws (all such persons together being referred to as “Relevant Persons”). This document is directed only at Relevant Persons and must not be acted on or
relied on by persons who are not Relevant Persons. It is not intended for distribution, publication, or use, in whole or in part, in any jurisdiction where such distribution,
publication, or use would be unlawful, nor is it directed at any person or entity at which it would be unlawful to direct such a document. In particular, this document may not
be distributed in the United States of America and/or to US persons (including US citizens residing outside the United States of America). This document has not been
produced by UBP’s financial analysts and is not to be considered financial research. It is not subject to any guidelines on financial research and independence of financial
analysis. Reasonable efforts have been made to ensure that the content of this document is based on information and data obtained from reliable sources. However, UBP
has not verified the information from third sources in this document and does not guarantee its accuracy or completeness. UBP makes no representations, provides no
warranty and gives no undertaking, express or implied, regarding any of the information, projections or opinions contained herein, nor does it accept any liability whatsoever
for any errors, omissions or misstatements. The information contained herein is subject to change without prior notice. UBP gives no undertaking to update this document
or to correct any inaccuracies in it which may become apparent. This document may refer to the past performance of investment interests. Past performance is not a
guide to current or future results. The value of investment interests can fall as well as rise. Any capital invested may be at risk and investors may not get back some or
all of their original capital. Any performance data included in this document does not take into account fees, commissions, and expenses charged on issuance and
redemption of securities, nor any taxes that may be levied. Changes in exchange rates may cause increases or decreases in investors’ returns. All statements other than
statements of historical fact in this document are “forward-looking statements”. Forward-looking statements do not guarantee future performances. The financial projections
included in this document do not constitute forecasts or budgets; they are purely illustrative examples based on a series of current expectations and assumptions which
may not eventuate. The actual performance, results, financial condition and prospects of an investment interest may differ materially from those expressed or implied by
the forward-looking statements in this document as the projected or targeted returns are inherently subject to significant economic, market and other uncertainties that may
adversely affect performance. UBP also disclaims any obligation to update forward-looking statements, as a result of new information, future events or otherwise. The
contents of this document should not be construed as any form of advice or recommendation to purchase or sell any security or funds. It does not replace a prospectus or
any other legal documents, which can be obtained free of charge from the registered office of a fund or from UBP. The opinions herein do not take into account individual
investors’ circumstances, objectives, or needs. Each investor must make their own independent decision regarding any securities or financial instruments mentioned herein
and should independently determine the merits or suitability of any investment. In addition, the tax treatment of any investment in the fund(s) mentioned herein depends
on each individual investor’s circumstances. Investors are invited to carefully read the risk warnings and the regulations set out in the prospectus or other legal documents
and are advised to seek professional counsel from their financial, legal and tax advisors. The tax treatment of any investment in the Fund depends on the investor’s
individual circumstances and may be subject to change in the future. This document should not be deemed an offer nor a solicitation to buy, subscribe to, or sell any
currency, funds, products, or financial instruments, to make any investment, or to participate in any particular trading strategy in any jurisdiction where such an offer or
solicitation would not be authorised, or to any person to whom it would be unlawful to make such an offer or solicitation. Telephone calls to the telephone number stated
in this presentation may be recorded. UBP will assume that, by calling this number, you consent to this recording.

This content is being made available in the following countries:

Switzerland: UBP is authorised and regulated in Switzerland by the Swiss Financial Market Supervisory Authority (FINMA). The head office is Union Bancaire Privée,
UBP SA, 96-98 rue du Rhéne, P.O. Box 1320, 1211 Geneva 1, Switzerland. ubp@ubp.com | www.ubp.com

United Kingdom: UBP is authorised in the United Kingdom by the Prudential Regulation Authority (PRA) and is subject to regulation by the Financial Conduct Authority
(FCA) and limited regulation by the PRA.

France: Sales and distribution are carried out by Union Bancaire Gestion Institutionnelle (France) SAS, a management company licensed with the French Autorité des
Marchés Financiers, - licence n° AMF GP98041 ; 116, av. des Champs Elysées | 75008 Paris, France T +33 1 75 77 80 80 Fax +33 1 44 50 16 19 www.ubpamfrance.com.
Hong Kong: UBP Asset Management Asia Limited (CE No.: AOB278) is licensed with the Securities and Futures Commission to carry on Type 1 — Dealing in Securities,
Type 4 — Advising on Securities and Type 9 — Asset Management regulated activities. The document is intended only for Institutional or Corporate Professional Investor
and not for public distribution. The contents of this document have not been reviewed by the Securities and Futures Commission in Hong Kong. Investment involves risks.
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Past performance is not indicative of future performance. Investors should refer to the fund prospectus for further details, including the product features and risk factors.
The document is intended only for Institutional Professional Investor and not for public distribution. The contents of this document and any attachments/links contained
in this document are for general information only and are not advice. The information does not take into account your specific investment objectives, financial situation and
investment needs and is not designed as a substitute for professional advice. You should seek independent professional advice regarding the suitability of an investment
product, taking into account your specific investment objectives, financial situation and investment needs before making an investment. The contents of this document and
any attachments/links contained in this document have been prepared in good faith. UBP Asset Management Asia Limited (UBP AM Asia) and all of its affiliates accept no
liability for any errors or omissions. Please note that the information may also have become outdated since its publication. UBP AM Asia makes no representation that
such information is accurate, reliable or complete. In particular, any information sourced from third parties is not necessarily endorsed by UBP AM Asia, and UBP AM
Asia has not checked the accuracy or completeness of such third party information.

Singapore: This document is intended only for accredited investors and institutional investors as defined under the Securities and Futures Act (Cap. 289 of Singapore)
(“SFA”). Persons other than accredited investors or institutional investors (as defined in the SFA) are not the intended recipients of this document and must not act upon
or rely upon any of the information in this document. The financial products or services to which this material relates will only be made available to clients who are accredited
investors or institutional investors under the SFA. This document has not been registered as a prospectus with the MAS. Accordingly, this document and any other
document or material in connection with the offer or sale, or invitation for subscription or purchase, of this product may not be circulated or distributed, nor may the product
be offered or sold, or be made the subject of an invitation for subscription or purchase, whether directly or indirectly, to persons in Singapore other than (i) to institutional
investors under Section 274 or 304 of the Securities and Futures Act (Cap. 289) of Singapore ("SFA"), (i) to relevant persons pursuant to Section 275(1) or 305(1), or any
person pursuant to Section 275(1A) or 305(2) of the SFA, and in accordance with the conditions specified in Section 275 or 305 of the SFA, or (iii) otherwise pursuant to,
and in accordance with the conditions of, any other applicable provision of the SFA. This advertisement has not been reviewed by the Monetary Authority of Singapore.
MSCI : Although Union Bancaire Privée, UBP SA information providers, including without limitation, MSCI ESG Research LLC and its affiliates (the “ESG Parties”), obtain
information from sources they consider reliable, none of the ESG Parties warrants or guarantees the originality, accuracy and/or completeness of any data herein. None
of the ESG Parties makes any express or implied warranties of any kind, and the ESG Parties hereby expressly disclaim all warranties of merchantability and fitness for a
particular purpose, with respect to any data herein. None of the ESG Parties shall have any liability for any errors or omissions in connection with any data herein. Further,
without limiting any of the foregoing, in no event shall any of the ESG Parties have any liability for any direct, indirect, special, punitive, consequential or any other damages
(including lost profits) even if notified of the possibility of such damages.
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