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UBAM – US Equity Growth
Quarterly Comment
For Professional Investors in Switzerland or Professional Investors as defined by the relevant laws
UBP Asset Management LLC (the “Manager”), a U.S. based subsidiary of Union Bancaire Privée, UBP SA, serves as the
Investment Manager to UBAM – US Equity Growth.

Market Comment

◼

The S&P 500 N.R. finished the quarter in positive territories with +20.37%
performance at the end of June. Growth has been outperforming blend stocks
this quarter with a performance of +27.73%. Value delivered a positive
performance as well over the same period with +14.05%. Sector wise, consumer
discretionary with +36.32%, information technology with +32.02% and materials
with +27.79%% have been outstanding. Utilities delivered the worst sector
performance with +2.06%, followed by consumer staples with +7.51% and
financials with +11.90%.

◼ In April, lockdown measures have been put in place almost everywhere in the
world and economic indicators have reflected the drop off in activity in various
countries. The best examples of this can be found in the sharp fall in business
confidence, especially in the service sector, and in the dramatic rise in
unemployment and record job-destruction in the United States. The Fed has
expanded its bond-buying scheme to include lower-quality corporate bonds and
has announced an increase in the amounts for other credit markets. The
Congress voted extra money to support small and medium-sized businesses.
◼ In May, in the US, industrial production, services and retail sales have collapsed
as a result of the health crisis. Consequently, 20.5 million jobs were lost in April,
pushing unemployment up to 14.7%. Nonetheless, reasons for optimism about
the recovery emerged with the gradual fall in weekly jobless claims, an
improvement in certain activity indicators and an increase in both household and
business confidence. On the back of the economic and health crisis, geopolitical
tensions between the US and China increased not only on the trade front, but
also in terms of policy on Hong Kong.
◼ In June, in the United States confidence indicators for industry and services
rebounded from their lowest points to return to just below the symbolic 50 level,
indicating a progressive recovery in activity. The return of strong job creation in
May (2.5 million) completely baffled consensus expectations and took the
markets by surprise. Retail sales also recovered strongly across all sectors, as
did household confidence. The Fed declared that it would make direct purchases
on the high-yield corporate bond market and it tweaked its direct lending support
measures.
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

◼ In the second quarter 2020, the fund* returned net +24.28% versus +27.73% for
the Russell 1000 Growth Index, corresponding to a difference of -3.45%. The
underperformance in the quarter was mainly due to stock selection.
◼ The largest detractor in the quarter was the stock selection within Consumer
Discretionary, which cost 0.75% of underperformance. 46bps of this
underperformance was caused by not owning Tesla, which is a benchmark
holding and was up 106.07% in the quarter.
◼ Stock selection within Financials (-0.67%) has also been challenging. This
underperformance can be explained by the fund investment in Berkshire
Hathaway (-2.36%) and JP Morgan (+5.60%). Both positions lagged the MSCI
USA Financials Net Return Index (+12.96% during Q2).
◼ On the positive side, Paypal, an Information Technology company, benefited from
the social distancing evolution that pushed more people to buy online. Paypal
delivered +81.98% during the second quarter and benefited the fund by 55bps.
West Pharma, a leading packaging component maker for injectable drugs, which
was up 49.35% in the quarter, benefited the fund by 28bps.
◼ Sector allocation also negatively affected the fund in the quarter (-0.89%). The
biggest impact came from the fund’s overweight in Consumer Staples (-0.72%)
and the fund’s overweight in Real Estate (-0.43%) which is the result of strong
convictions in selected growth stocks like AMT and Equinix, which are
characterized as REITS and operate in conjunction with the telecom and cloud
computing technology sector. On the positive side, the fund benefited from its
underweight in Industrials (+0.35%).

Portfolio Activity

◼ The managers sold two stocks in the quarter, Berkshire Hathaway and TE
Connectivity.
◼ Despite having $133BN of cash on its balance sheet earning very little, Berkshire
Hathaway has been slow to invest this cash as they see “limited opportunities”
and the cash balances can support a “worst case scenario.” The company has
been negatively affected by Covid-19 and the managers saw better opportunities
to deploy these funds.
◼ TE Connectivity, a global sensor and connector company, has been negatively
affected by a slowdown in auto, industrial and commercial transport space. The
company has increasingly been affected by a slowdown in global auto sales and
the move to hybrid and fully autonomous vehicles seems farther off than the
market is expecting. The managers saw better opportunities for growth elsewhere
and redeployed these funds.
◼ The fund increased position sizes in Apple, Amazon and ServiceNow, taking
advantage of market weakness in the quarter and redeploying new capital to
increase positions in these core holdings
Sources: UBP, Bloomberg Finance LP.
* Class IC, USD net of fees

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

◼ After a sharp recession in H1-20, economic activity is expected to rebound in Q3
and to recover progressively in H2-20 and 2021. Renewed COVID cases in some
US states and across Latin America refuel uncertainties about the pace of the
rebound after the global lockdown, but recovery progress should still continue.
Economic policy should continue to support labour while central banks stand
ready to extend assets purchases in H2-20 if necessary.
◼ The next reporting season is already around the corner. Earnings growth will
arguably trough in Q2 before a slow recovery in the following quarters. In the US,
earnings growth rate is expected to fall by 43% y/y (after -13% in Q1), with losses
anticipated in the consumer discretionary and energy sectors and profits in the
industrial sector almost at zero. With most companies having withdrawn guidance
in April, the Q2 reporting season will give investors the opportunity to get their
first meaningful post-lockdown earnings guidance for this year and next. We
expect managements to stay very cautious.
◼ We believe that slower and more volatile growth favours a focus on active, subsector and stock selection, which takes into account the transformative changes
occurring across multiple axes, many of them having already been accelerated
by the pandemic.
Sources: UBP.

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 Professional Investors in Switzerland or Professional Clients 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”. Forwardlooking 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, 9698 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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