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For Professional Investors in Switzerland or Professional Investors as defined by the relevant laws.
Fund classification under Sustainable Financial Disclosure Regulation (SFDR): Article 9

Market Comment

◼ Despite the ongoing war in Ukraine, equity markets recovered from the middle of
March. Investors continued to focus on movements in oil prices, which rose by
around 30% in the first few days of March. Although they then fell back, Brent
crude still ended the month 7% higher.
◼ In the US, consumer sentiment was dragged down by economic concerns but
above all rapidly rising prices, despite a very solid labour market as shown by
stronger-than-expected job creation figures for February. Annual inflation rose to
7.9% in February, with service prices accelerating sharply on top of rising energy
costs. However, confidence levels remained high in the manufacturing sector,
and even rebounded in services. As expected, the Fed raised its key interest
rates by 25bp for the first time since 2018 and announced plans to start reducing
the amount of assets on its balance sheet in the near future. The Fed’s governors
are expecting to raise rates another six times this year, confirming that taming
inflation is the US central bank’s main priority.
◼ In the eurozone, hostilities in Ukraine caused a sharp drop in consumer
sentiment, which had an impact on consumer spending. Business confidence fell
only slightly in both manufacturing and services, but the future activity component
of the IFO index collapsed. Inflation continued to rise, as it did everywhere else,
and is heading over 6%. The ECB adopted a tougher tone than expected, saying
it was prepared to end asset purchases at the start of the third quarter.
◼ In China, tighter restrictions to combat rising Covid-19 case numbers affected
PMI indices, which fell back below 50.
◼ Global equity markets ended the first quarter of the year in the red with -5.36%
(MSCI ACWI*). In the US specifically, the S&P 500* index was down by -4.70%
during the first quarter with a noticeable outperformance of the Value segment
over the Growth one (-9.09% q/q for the Russell 1000 Growth* and -0.89% q/q
for the Russell 1000 Value*). In this context the MSCI Europe* delivered -5.32%,
outperforming the MSCI Europe Small Cap* with -9.78%. Finally, the Emerging
markets delivered -6.98%, again with a high dispersion. Brazil was up +35.92%
and on the other side, China was down – 14.19%.
◼ The IPPC (Intergovernmental Panel on Climate Change) published a report at
the end of February: this is the report by the second working group (WG), which
focuses on “impacts, adaptation and vulnerability” (WG I, which had a report out
last summer, focuses on “the physical science basis of climate change”). “This
report recognizes the interdependence of climate, ecosystems and biodiversity,
and human societies and integrates knowledge more strongly across the natural,
ecological, social and economic sciences than earlier IPCC assessments.”

* net total return index
Sources: UBP, Bloomberg Finance LP.
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Performance Review

◼ During the first quarter of 2022, the UBAM Biodiversity Restoration Strategy
returned -7.74% (net of fees, IC USD class), against a return of -5.36% from the
MSCI All Country World Index*.
* net total return index
◼ Considering the macroeconomic events of this quarter, the performance of the
fund should be observed in two stages: interest rates and inflation, followed by
geopolitical instability from the invasion of Ukraine. The year started with a
continuation of the central bank regime change that was arising at the close of
2021 and already having an impact on the markets. This clear attempt by the
institutions across geographies to get ahead of macro-economic trends created
a difficult environment for growth-oriented investors and their companies. As
such, relative performance of the fund was hampered by the Protect and Restore
themes by similar levels, as both include verticals and constituents exposed to
interest rate hikes and their consequences. Noticeably, the Enablers of Change
vertical which includes our two sustainability focused asset managers (Impax
and Australian Ethical) and other innovative growth-tilted names was
responsible for the largest detraction.
◼ Parallel to this, continued increases in input prices combined with production
issues also led to sustained widespread disruptions. Visible detractors during
the first half of the quarter include Trimble (tracking and positioning solutions,
sitting in Enablers of Change) and Trane Technologies (HVAC equipment
manufacturer, sitting in Green Cities & Urban Spaces) who saw their margins
impacted by a combination of supply chain challenges and labour availability
impacting factory productivity; Hellofresh (meal-kit provider, sitting in
Sustainable Management of Natural Resources) and Hain Celestial (natural and
organic food company, sitting in Planet Compatible Diets) due to the rising costs
and uncertainty around their ability to pass these on to customers; and Eurofins
(testing services, sitting in Enablers of Change) due in part to the fading
contribution of the Covid related activities. In response, the managers focused
ever more closely on operational momentum and ensured that companies with
higher near-term multiples were supported by strong top line, pricing power and
cashflow growth.
◼ In the second half of the quarter, market dynamics dramatically changed as a
result of the Russian invasion of Ukraine. The portfolio significantly outperformed
the reference benchmark during this period (+5.55% relative outperformance in
February & March combined). The portfolio benefitted from low exposure to the
region and also from its geographical diversification as North American
companies were seen as insulated from the risk of energy shortages and
associated price increases. Similarly, companies in areas like metal recycling
and farming performed strongly as their products provide alternative sources of
raw materials and serve soft commodities markets. The Circular Economy
vertical was particularly strong thanks to metal recyclers Sims and Befesa but
the largest contributors also included AGCO (precision agriculture equipment
manufacturer, sitting in Sustainable Food Production), Evoqua Water
Technologies (water treatment equipment manufacturer, sitting in Planet
Compatible Utilities) and Darling Ingredients (recycler of used grease and oils,
sitting in Circular Economy).
◼ As the quarter came to a close, a number of characteristics became embedded
in the short- and medium-term outlooks. Global trade patterns started adapting
to a new normal, and it is recognised that geopolitics will play a bigger role in the
path of stock markets in the future than in recent history. The team continued to
manage the portfolio with a defensive bias, whilst maintaining an exposure to
those impact industrial verticals experiencing the strongest support from this
uncertain environment.

All performance figures are given net of fees. Past performance is not a guide to current or future returns. See full disclaimer at the end of the document.
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Portfolio activity:

◼ During the first half of the quarter and until the start of the Ukraine war, the
portfolio managers focussed on a disciplined capital allocation approach of
actively increasing exposure to solid performing companies who were meeting
and beating expectations on their Q4 reporting and benefitted from better
earnings visibility. These companies were mainly part of the Protect theme but
belonged to a variety of verticals.
◼ Water related companies Badger Meter, Advanced Drainage Systems and
Evoqua were increased on the back of good results, successful supply chain
management and elevated product demand. In the Sustainable Management of
Natural Resources, the team increased positions in DSM, Weyerhaeuser and
West Fraser Timber following strong performance thanks to elevated commodity
prices and positive outlooks. Similarly, infrastructure related companies Arcadis
and Tetra Tech were increased progressively. These moves combined with
continued reduction of the longer duration stocks due to their sensitivity to rates
mitigated the impact of the market rotation on the portfolio.
◼ The position in Kalera was sold entirely early in the quarter as a result of its
market capitalisation falling below the fund’s risk parameters. Early-stage
companies have been particularly vulnerable to the market’s rotation against
‘long-duration’ stocks. The team remain convinced that vertical farming will play
an important part in the reform of the food supply chain so Kalera will remain
closely monitored.
◼ The position in Trane Technologies was also reduced significantly considering
the supply chain challenges the company has experienced.
◼ During the second half of the quarter, building on the foundations of a good
reporting season, the team favoured companies that are insulated or benefit
from the evolving macroeconomic uncertainty. This was enacted by increasing
the exposure to North America (Lindsay, Tetra Tech, Stantec, Deere), managing
positions in higher energy consumers based in Europe (Befesa), and supporting
companies which provide essential products and services to key supply chains
(Waste Management, Mueller Water, American Water Works, AGCO) as they
benefit from stable cash flows and less volatile performance.
◼ On several occasions, the team continued to take profit in successful
beneficiaries when positions were reaching extended levels (Sims, Evoqua,
Sipef, Nel).
◼ In line with these changes, three new positions were initiated during the quarter:
GEA Group – The company makes end to end processing systems mainly used
by the food manufacturing and pharmaceutical industries and therefore benefits
from very strong end market momentum. GEA increases the fund’s exposure to
the food and agriculture supply chain while retaining end customer, geography
and product category diversification.
Deere – The company manufactures agricultural equipment with a focus on
precision applications. The stock currently benefits from strong commodity
prices which drive farmer’s investment decisions and provides geographic and
mix diversification from AGCO while adding to the attractive sustainable food
production space.
American Water Works – The company is the largest and most geographically
diverse US water utility. Flattening earning growth profile for the market has led
the team towards more defensive sectors including utilities which also should
provide some protection against inflationary pressures.

All performance figures are given net of fees. Past performance is not a guide to current or future returns. See full disclaimer at the end of the document.
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◼ Finally, the portfolio activity during the quarter resulted to changes in vertical
representation. Most notably, Enablers of Change decreased from 18% to
13.5% and Planet Compatible Diets decreased from 3.8% to 1.9%. On the other
hand, Sustainable Food Production increased from 14% to 19%, and Circular
Economy increased slightly (although offset by regular profit taking).

Outlook

The global scenario reflects moderate growth, higher inflation and tighter monetary
regime:
◼

Global growth scenario for 2022 has been revised down under combined oil
shock and lower demand. Europe looks the most exposed, while US and
China are less directly impacted.

◼

On the positive side, one can note:
o Resilient manufacturing sector (PMI above 50) and still positive
economic surprises
o Solid trend in labor and rising wages
o Fiscal support still active in Europe and China

◼

Central banks will raise key rates further to regain control on inflation and reanchor inflation expectations.

◼

Governments in Europe should take new fiscal measures to mitigate negative
shocks on purchasing power and sectors.

Geopolitics will play a bigger role in the path of stock markets in the future than in
recent history:
◼

Global trade patterns will undoubtedly adapt to a new normal. Self-sufficiency
will be valued more dearly, in terms of energy, raw materials and
manufacturing capability. There are some areas of the global economy which
are now too concentrated to disrupt, for example, much of the semi-conductor
supply chain, but other areas will experience government mandated nearshoring.

◼

The source and supply of commodities will be re-assessed with ‘friendly’
trading blocs grouping together for resilience and untrustworthy dominant
regions becoming disrupted where possible.

◼

Large areas of the sustainable universe will receive an upgrade to underlying
growth, for example renewable energy (self-sufficiency) and efficiency
(powerful tool in the reduction of fossil fuel use).

Sources: UBP.
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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 the
fund(s) mentioned herein 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 a 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.
Pursuant to Regulation (EU) 2019/2088 of the European Parliament and of the Council of 27 November 2019 on sustainability‐related disclosures in the
financial services sector (the “Disclosures Regulation” or “SFDR”), funds are required to make certain disclosures. Funds falling under the scope of Article 6 of
the SFDR are those which have been deemed not to pursue an investment approach that explicitly promotes environmental or social characteristics or has
sustainable investment as their objective. Notwithstanding this classification, the Investment Managers may take account of certain sustainability risks as
further described in the fund’s prospectus. Funds falling under the scope of Articles 8 or 9 of the SFDR are those subject to sustainability risks within the
meaning of the SFDR. The sustainability risks and principal adverse impacts as stipulated in the SFDR are described in the prospectus. In addition, unless
otherwise specified, all funds apply the UBP Responsible Investment Policy, which is available on https://www.ubp.com/en/investment-expertise/responsibleinvestment.
Any subscriptions not based on the funds’ latest prospectuses, KIIDs, annual or semi-annual reports or other relevant legal documents (the “Funds’ Legal
Documents”) shall not be acceptable. The Funds’ Legal Documents may be obtained free of charge from Union Bancaire Privée, UBP SA, 96-98 rue du Rhône,
P.O. Box 1320, 1211 Geneva 1, Switzerland (UBP), from UBP Asset Management (Europe) S.A., 287–289 route d’Arlon, 1150 Luxembourg, Grand Duchy of
Luxembourg, and from Union Bancaire Gestion Institutionnelle (France) SAS, 116 avenue des Champs-Elysées, 75008 Paris, France. The Swiss representative
and paying agent of the foreign funds mentioned herein is UBP. The Funds’ Legal Documents may be obtained free of charge from UBP, as indicated above.
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 Rhône, 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 l 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. 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"), (ii) 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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