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Market Comment

n Investors were very optimistic at the turn of the year, but quickly saw several
risks appear on their radar screens. Investor sentiment deteriorated from midJanuary onwards because of the spread of new coronavirus variants, slow
vaccination roll-outs in Europe and the possibility that the new US president’s
stimulus package would be reduced in size. Observers were also concerned
about extreme price movements in some stocks, driven by hordes of retail
investors. In the end, most equity markets fell slightly during January, although
some large Asian markets strongly outperformed.
n The financial markets continued to reflect investor optimism about the upturn in
economic output and corporate earnings. For the first quarter of 2021, the S&P
500* posted a return of 6.05% and hit new all-time highs. The technology sector
underperformed, which meant that European markets fared even better: the
MSCI Europe* returned 8.35% with strong gains for both cyclical and defensive
stocks. However, many emerging markets lost ground in March, usually for
country-specific reasons. For example, the Chinese and Turkish markets both
fell 6% during the month and the MSCI Emerging Markets* in USD finished the
quarter with a performance of 2.29%.
n Volatility has returned to Chinese equity markets: after rallying 90% from its
trough in March 2020 to a peak in February 2021, the MSCI China has fallen by
16% in the last month. This volatility has been driven by a combination of
cyclical concerns, as Chinese policy has slowly begun to normalise increased
regulatory/anti-trust pressures from the domestic Chinese authorities, as well as
geopolitical tensions. Cyclical concerns are probably overstated, as China has
no need to tighten policy as dramatically as it did in 2011 or 2015, given the
more modest pandemic-related stimulus in 2020.
n Looking at mainland-listed A-shares, cyclical earnings prospects look set to
benefit not only from the cyclical economic expansion under way, but also from
the domestically focused transformation set to be spurred on by China’s latest
five-year plan. Indeed, even just assuming a cyclical earnings recovery, China
A-shares are now trading below mid-cycle P/E ratio multiples, suggesting
earnings- and P/E ratio-driven performance catalysts lie ahead.

Sources: UBP, Bloomberg Finance LP.
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Performance Review

Portfolio Activity

n During the first quarter, the strategy underperformed the MSCI China A NR.
Sector allocation contributed, but stock selection detracted.
n After a strong year in 2020 which saw a very good year for China A and for the
strategy. The market has become slightly more volatile during the first quarter of
2021
n Our overweight position in Materials contributed to performance while our
overweight exposure to Financials detracted.
n Despite the negative allocatrion effect, our stock picking within Financials helped
us generate alpha. China Merchant Bank and Bank of Hangshou were the main
positive drivers.
n The option market and our volatility model are key sources to construct volatility
surface. Chinese market’s option-based derivatives have been developed rapidly
in recent years, providing us more local listed options as well as OTC single stock
options. Our in-house AI model has been developed to provide us with the
calculation future volatility of options and equities, and it has been improving all
the time with more option contract issued.
n The introduction of options on the CSI 300 has also been beneficiary for the
strategy has it provides more evidence to derive single stocks volatility patterns.

n Like in the fourth quarter of 2020, during the first quarter of 2021 we maintained
the same number of stocks in the portfolio. The equity allocation did not change
drastically during the quarter and was kept above 90%. The position was little
changed because the volatility was low, but also because we wanted to keep a
low turnover rate.

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 Growth expectations were revised higher after US President Biden’s fiscal
package was passed through Congress, whilst high frequency data released
during the quarter was also impressive. For example the March jobs report in
the US saw an almost 1mn increase in payrolls, whilst global PMIs rose to a
cycle high and led investors to price in more hawkish policy from the Fed in
particular over the coming years. Despite this, central banks continued with their
dovish tone, emphasising their commitment to maintain accommodation until
economies have fully recovered from the pandemic. As we look ahead to Q2,
the focus will be on whether vaccine distribution will allow economies to begin
reopening, or if any vaccine rollout delays or virus mutations will slow reopening
plans. Central banks will also be closely tracked to see if they begin to react to
the consistent strength in the data and start guiding towards a less
accommodative policy stance down the line.
n We remain constructive on Chinese equities, which underprice the cyclical
recovery ahead, even though the Chinese equity market has recently been under
pressure. Still, we believe that authorities have little reason to tighten
aggressively. Regulatory concerns also weigh on investors’ sentiment, but the
potential negative impact of anti-trust measures (which are positive in the longterm) look increasingly priced in among China Big Tech stocks. Domestic
consumption, technological innovation and further financial reform should create
opportunities for investors looking to benefit from China’s long-term growth
prospects.
n The combination of a large pool of opportunities – there are over 3,000 listed
companies in China – and the inefficiencies in the market – it is driven by retail
investors – means there is considerable scope for institutional investors to
outperform the broader market.
n With this in mind, our team is focusing on finding companies with the relevant
volatility pattern and only investing in their strongest convictions, with the aim of
outperforming the MSCI China A index on a sustainable basis. As the Chinese
stock market remains less mature than those in the developed world, rigorous
analyses and strict risk-management are vital to help us achieve this goal.
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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.
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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