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Market Comment

 The Swiss equity market fell close to 9% over Q4 2018, ending the year down
9%, the biggest year-on-year percentage loss in over a decade. The small & mid
cap segment recorded a drop of 18% in Q4 2018 with YTD performance of -17%.
 October and December brought significant losses and important swings in major
stock markets and sparked fears that the deep corrections marked the beginning
of a bear market. Uncertainty factors for investors mounted towards the end of
2018 around global growth slowdown, Trade War fallouts and revealed
vulnerabilities along with a rate hike and a less dovish outlook delivered by the
Fed in December. Further political pressure was also sensed by the market after
a partial government shutdown over disagreements concerning a package of bills
and the US-Mexican border wall budget.
 For the first nine months of the year, Swiss companies demonstrated healthy top
line growth, reflecting global GDP trends and very good earnings growth. This led
to positive earnings revisions and at the peak consensus expected over 15% EPS
growth for Switzerland in 2018. In Q4 however, earnings revisions turned
negative in concert with most major equity markets reflecting the above
mentioned concerns. While consensus still stands at close to 13% earnings
growth for 2018 and 10.5% for 2019, the stock market did not hold up despite this
continued rather positive environment for Switzerland and investors were faced
with a substantial multiple compression of approximately 20%.
 In the first half of 2018, the Swiss equity market underperformed major indices
(SPI down -4% vs. -0.1% for the MSCI World AC), despite above average GDP
growth trends and better earnings growth than most major markets. This was
mainly due to the poor share price performance of Nestlé, Novartis and Roche. In
the second half of the year, the three large stocks recovered. This in part led to
the SPI outperforming global markets in the second half of the year (SPI down 5% vs. -9% for the MSCI World AC). This is typical of how the Swiss equity
market behaves: it participates in periods of market performance (doing just
better than MSCI World in 2017) and outperforms significantly in periods of global
volatility, due to the superior quality of its companies in terms of value creation.
 Over the fourth quarter of the year, Telecom Services and Utilities were the only
two sectors in the SPI delivering positive performances (up 4% and 7%
respectively). The biggest performance detractors were the Financials and
Industrials sectors (-270bps and -202bps contribution respectively). Over the full
year, only the Healthcare and Utilities sectors registered positive performances
while the Financials and Industrials sectors delivered 70% of the negative index
performance.
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Performance Review

 The fund returned -14.7% in gross performance over the last quarter of 2018,
while its benchmark was down 9%. Sector allocation detracted -3.1% of relative
performance and stock selection -2.5%. The fund’s overweight in Information
Technology (-113bps) cost the most in terms of relative performance; stock
selection in that sector was nevertheless positive (+10bps). Stock selection was
also positive in the Materials and Financials sectors, while the Healthcare sector
was the biggest drawback in terms of selection (-214bps).
 The main relative performance contributors over Q4 2018 were the absence of
exposure to Credit Suisse Group (down 27%, +46bps), Swiss Life Holding
(+21bps) and the absence of exposure to Lafarge Holcim (down 16%, +13bps).
While Credit Suisse management confirmed at its capital markets day in
December that restructuring has been done and that the bank was positioned
more conservatively now, investors have so far not given them credit for those
improvements. Swiss Life was the best performing large cap name in the SPI
over the full year and held up very well in Q4 as investors were positively
surprised by the company’s new financial targets announced during an investor
day at the end of November. Lafarge Holcim continues to suffer from disruptive
management changes as part of the restructuring that started a year ago.


Portfolio Activity

The biggest relative performance detractors were the underweights in Nestlé (79bps) and Novartis (-59bps) which held up better than the overall market, in
addition to Lonza (-57bps). Lonza remains a strong conviction for the team
(+3.7% overweight) despite the recent share price weakness. Lonza should be
able to demonstrate continued reliability in terms of sales and results. The
continued successful integration of Capsugel offers new opportunities for growth
in the healthcare sector and the divestment of the Water business reduces the
cyclicality of the business.

 During the month of October, Sonova was exited completely on growing concerns
regarding the introduction of the new OTC category by the FDA in the US hearing
aid market. Proceeds from the exit were reinvested into Novartis in a move
towards a more defensive stance.
 During November, a new position was initiated in Swisscom as the stock was
trading at historically attractive multiples compared to European peers and
Sunrise and the close to 5% dividend yield provided some downside protection.
Swatch Group and Richemont were taken down to a neutral weight on
deteriorating EM situation and weaker export numbers to the key Chinese
customer base. The team decided to participate in the Zur Rose capital increase,
which the company undertook to finance the acquisition of medpex and other
organic growth initiatives.
 In December, the remaining position in Swatch Group was sold and the exposure
to Richemont further reduced on the back of a worsening outlook for watch sales
to final consumers. Additionally, the social unrests in Paris – which is a key luxury
destination market – potentially led to disrupted spending patterns and travel
arrangements for traditionally important Swatch customers (Chinese tourists).
VAT Group was sold across the whole franchise and the proceeds reinvested into
Inficon, a leading manufacturer of gas analysis and leak detector instruments,
which boasts leading market shares of 50% and more in most of its end markets.
A new position in PSP Swiss Property was initiated as the company traded on
attractive multiples relative to its Swiss real estate peers and the team had had a
constructive meeting with management earlier in the year.
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Outlook

 In terms of sources of risk, the delayed vote on the Brexit deal in January, Trade
War escalation fears, Yellow Vest protests in France, as well as more marked
signs of a global growth slowdown continue to be the main global headlines to
watch for the new year.
 There has been an expectation that growth will slow down globally in 2019. Note
however the reference to slower growth, but growth is still expected in 2019.
Earnings growth expectations are still at 10.5% for Switzerland compared to 8%
for the MSCI AC World for 2019. It would not be surprising to see these numbers
being revised down, after what may turn out to be a difficult fourth quarter and in
view of the high base that needs to be overcome in the first half of the year.
However, the second half of 2019 is likely to be more benign in terms of the
comparable base and companies may again be able to show healthy earnings
growth, provided that the macro-economic back drop remains supportive.
 In this context, the team continues to expect volatile markets in the coming
months (VIX above 20) and possibly further downgrades to earnings growth as
companies may give conservative guidance during Q4/FY 2018 reporting season.
The team maintains a constructive view for the Swiss equity market for 2019 as
high earnings growth forecasts (team expectation of 8% EPS growth vs. current
consensus at +10.5% for 2019) combined with an attractive dividend yield of 3%
should allow it to outperform global equity markets and offer protection from
European weakness. The portfolio is currently skewed towards names with stable
/ high CFROI profiles whose growth drivers are sufficiently solid to limit risks of
profit warnings and/or earnings downgrades. The team has reduced the allocation
to the small- and mid-cap segment and currently focuses more on defensive
sectors (Healthcare, Insurance, Telecom) and large cap names. For the medium
to long term, the team stands ready to take advantage of any market
exaggeration related to companies with cyclical CFROI profiles but established
business models.
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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 is intended only for the use of the
person(s) to whom it was delivered. This document 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, Eligibl e Counterparties or 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 distri bution, publication, or use
would be unlawful, nor is it directed to any person or entity to 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 as 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 accepts no liability whatsoever and makes no representation, warranty or
undertaking, express or implied, for any information, projections or any of the opinions contained herein or for any errors, omi ssions 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 you may not get back some or all of your original capital. In addition, any performance data included in this document does not
take into account fees 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 your return.
All statements other than statements of historical fact in this document are “forward-looking statements”. Forward-looking statements are not guarantees of future performance. 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 disclaims any obligation to update any forward-looking statement, as a result of new information, future events or otherwise.
It should not be construed as advice or any form of recommendation to purchase or sell any security or funds. It does not replace a prospectus or any other legal documents that 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 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. Investors are
invited to read carefully the risk warnings and the regulations set out in the prospectus or other legal documents and are advised to seek professional advice from their financial, legal
and tax advisors. The tax treatment of any investment in the Fund depends on your individual circumstances and may be subject to change in the future.
The document neither constitutes an offer nor a solicitation to buy, subscribe for or sell any currency, funds, product or fi nancial instrument, make any investment, or 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
invitation.
Telephone calls to the telephone number stated in this presentation may be recorded. When calling this number, UBP will assume that you consent to this 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, KIID, 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. The Funds’ Legal Documents may also be obtained free of charge from Union Bancaire
Gestion Institutionnelle (France) SAS, 127, avenue des Champs-Elysées, 75008 Paris, France.
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