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Market Comment

n

Risk assets rebounded firmly from their March lows through Q2 although
sentiment remained skittish around news flow pertaining to COVID-19 and
the increasing threats of a second wave, whilst geopolitical risk in the shape
of the fractious relationship between the US and China remains.

n

This has overshadowed supportive macroeconomic data which is providing
impetus to the bullish narrative although it doesn’t take much to beat the
extraordinarily depressed readings set by the economic fallout from the
virus. An example of this can be seen by the US retail sales figure for May
which showed a +17.7% rebound from the previous month, ahead of
expectations of +8.4%. Consumer consumption patterns carry more weight
in the US today given that ~70% of the US economy is driven by the
consumer.

n

Elsewhere in the US, jobs data also came in better than expected earlier
towards quarter end with the unemployment rate declining from 14.7% to
13.3% as 2.5mn jobs were added back to payroll. This was higher than
expected. The New York Fed Manufacturing survey also jumped the most
since records began in 2001 in June as the general business conditions
index advanced to -0.2 from -48.5 a month earlier whilst firms also grew
more optimistic about future conditions. Data is typically noisy and volatile
during periods like we are in today, however it is encouraging, nonetheless.

n

Whether the recent bounce in data morphs into something firmer and more
durable remains to be seen however leading economic indicators and
financial conditions continue to provide impetus to this trend. Encouragingly
the Citi Economic Surprise Index in the US has recently touched its highest
level in history but admittedly the low readings set during the recent
contagion make the bars easier to beat. However, it remains a net positive
nonetheless as economies continue to reopen.

n

On central bank policy and in the US, the FOMC concluded and the Fed
reiterated that it expects to maintain the near-zero federal funds rate until it
is confident the economy is on track to achieving the central bank’s dual
mandate. The FOMC’s dot plot illustrates a strong likelihood that rates will
remain at zero until the end of 2022 whilst Fed Chair Powell reiterated this
message during the press conference afterwards. On QE, the Fed
continues to purchase around $80bn of US Treasuries and $40bn of
mortgage backed securities each month whilst the Fed also announced that
it now expects to begin buying corporate cash bonds outright through its
already announced “Secondary Market Corporate Credit Facility” which has
capacity of $250bn. Only ~$5bn has been added so far which has primarily
been through ETF instruments.

Sources: UBP, Bloomberg Finance LP.
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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Performance Review

Portfolio Activity

n During Q2, the fund returned 22.18% versus 19.22% for the MSCI AC World
Index, with an excess net return of +2.96% net of fees in USD (Institutional share
class).
n Both theme and manager selection were strong. During the sharp market
recovery, the best performers were the managers focusing on AI & robotics,
technology and consumer growth.
n The fact AI & Robotics was the best performer does not come as a surprise given
it is a high beta theme including sub themes such as industrial automation and
semiconductors which tend to be more cyclical. 5G related names also performed
well as they are expected to be key beneficiaries of infrastructure packages.
n Despite the gradual reopening of the economy, internet and e-commerce kept
doing well, hinting that some behavioural changes might be permanent rather
than temporary. Numerous companies within and outside the technology space
have announced that they were planning to increase their use of remote working
beyond the crisis, which has a positive impact on their cost structure and is a
tailwind for solution providers.
n Consumption continued to perform well relative to the broader market. Overall,
stocks exposed to the digital transformation of the economy and Emerging
Markets related names did very well. On the other hand, defensive sub-themes,
such as strong brands, lagged the broader market.
n Unsurprisingly, the most defensive themes, such as listed infrastructure,
consumer defensive and nutrition, underperformed the broader. However, these
managers have been able to beat their respective benchmarks in addition to
playing a key role in making the strategy “all weather".

n No manager changes during the quarter.
n The portfolio has been adjusted early June, slightly trimming outperformers in the
technology and healthcare space that were direct beneficiaries of the COVID-19
pandemic and marginally adding to financials and finTech as well as climate and
environment strategies, whose performance was more affected by the outbreak
and expected to rebound during the reopening phase of the economy.
n The aim is to preserve the upside potential and slightly reduce the style bias in
order to be able to post positive relative performance in various market
conditions.
Sources: UBP, Bloomberg Finance LP.

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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Outlook

n The global pandemic is substantially reshaping our world and accelerating the
development and adoption of themes that have always been part of our strategy.
n While the positive impact on our Consumption Patterns and Disruptive Innovation
trends may seem obvious as the current pandemic has accelerated the move
towards automation, online trade, remote working and mobile payments, some
core themes in the Demographics and Climate will almost certainly be able to
take advantage of the current situation.
n Typically, green infrastructure investments are very likely to be part of stimulus
packages as several studies point out that they create more jobs per dollar
invested than traditional infrastructure investments.
n Markets and sentiment overall continue to be broadly caught between the cross
hairs of the simmering likelihood of a second wave of the virus versus masses of
liquidity and rebounding economic data as economies reopen.
n The fiscal and monetary response to the global recession by the world’s central
banks and governments has not only been unprecedented in terms of its timing
but it has also been colossal in its size. According to some estimates, so far there
has been a $20trillion commitment from the world’s authorities to fill the economic
impact of COVID-19 which by some is estimated to cost the world’s economy
$9trillion in lost productivity over 2020 and 2021.
n Within the G4 for instance, central banks’ balance sheets are expected to
increase by ~ +25% over the coming 12 months with the US Federal Reserve’s
purchases alone projected to equate to one third of US GDP or equating to nearly
28% of the S&P 500’s market cap or ~43% of the Barclays US Aggregate Bond
Index.
n The threats posed by a second wave of the virus cannot be dismissed however
but there remains a stark divergence in the relative valuations between cyclically
orientated equities relative to their more defensive peers

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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Disclaimer
This is a marketing document and is intended for informational and/or marketing purposes only. This document is conﬁdential and intended only for the use of 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 Qualified Investors in Switzerland, or Professional Clients, Eligible Counterparties
or an equivalent category of investors 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 at whom 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 represent forecasts or budgets but 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. None of the contents of this document should be construed as advice or any form of recommendation to purchase or sell
any securities or funds. This document does not replace a prospectus or any other legal documents, which can be obtained free of charge from the registered
office of the fund they relate to, or from UBP. The opinions herein do not take into account individual investors’ circumstances, objectives, or needs. Each investor
must make his/her 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
and may be subject to change in the future. Investors are invited to carefully read the risk warnings and the regulations set out in the prospectus or other legal
documents and to seek professional financial, legal and tax advice. 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 document may be recorded. UBP will assume that by calling this number you consent to such recording. UBP is authorised and regulated
in Switzerland by the Swiss Financial Market Supervisory Authority and is authorised in the United Kingdom by the Prudential Regulation Authority. UBP is subject
to regulation by the Financial Conduct Authority and limited regulation by the Prudential Regulation Authority. Any subscriptions not based on the funds’ latest
prospectuses, KIIDs, annual or semi-annual reports or other relevant legal document shall not be acceptable. The latest prospectus, articles of association, KIID
and annual and semi-annual reports of the funds presented herein (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 (“UBP”). The Funds’ Legal Documents may also be obtained free of charge 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.
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