Q4 2021

UBAm - Positive Impact Emerging Equity
Quarterly Comment

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

◼ The second half of 2021 saw the world’s largest regions complete their economic
recoveries from the pandemic-induced lockdowns of 2020 and move into the next
stage of the cycle. Inflation has been coming into focus across regions, not only
highlighting the maturing of the global economic cycle, but also signalling a
structural shift in the growth–inflation balance of the last decade.
◼ Global equities ended the quarter up with +6.68% (MSCI ACWI*). In the US
specifically, the S&P 500* index progressed by 10.91% during the fourth quarter
with a noticeable outperformance of the Growth segment over the Value (11.58%
q/q for the Russell 1000 Growth* and +7.61% q/q for the Russell 1000 Value*).
In this context the MSCI Europe* delivered +7.68%, outperforming the MSCI
Europe Small Cap* +4.61%. Finally, the Emerging markets delivered -1.31%,
again with a high dispersion. Taiwan was up +8.43% and on the other side, Chile
was down – 10.50%.
◼ The UK hosted the 26th UN Climate Change Conference of the Parties (COP26)
in Glasgow on 31 October – 13 November 2021. The successes of the
conference include a breakthrough agreement on fossil fuels, agreement on a
45% reduction in emissions by 2030, progress on the global carbon trading
mechanism, and further discussions on the need to tackle methane emissions.
Importantly, the International Energy Agency (IEA) stated that if all pledges come
to fruition, the world is on track for warming of 1.8°C, which represents an
improvement both from the 2.7°C rise calculated by the United Nations using the
2030 pledges and targets that existed prior to COP26, as well as the 2.1°C rise
obtained by factoring in 2050 net-zero objectives.
◼ The final outcomes of COP26 can be interpreted as a series of constructive
compromises, which, in spite of their drawbacks, send a positive signal as
countries around the globe acknowledge that stronger action is required to
combat the climate crisis. The momentum behind companies that supply
solutions to the problems highlighted by COP26 will no doubt continue to grow
and the reallocation of capital away from unsustainable revenue streams towards
this global realignment has just received another shot in the arm.
* net total return index
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

◼ It was a difficult quarter with the fund losing 5.11% (net of fees, IC USD class)
vs -1.31% for MSCI Emerging markets*.
* net total return index
◼ In terms of country performance, China, Brazil, and Turkey were weak, while
Taiwan, Indonesia and Mexico were strong. In China, ongoing regulatory
worries, weakening growth and credit risks in the property sector put pressure
on equity prices. Brazil was negatively affected from macro and political risks
as global liquidity tightens and the country faces uncertainty related to the next
presidential elections. The Turkish Lira continued to suffer from the country’s
unorthodox monetary policy experiment with cutting rates in an environment of
rising inflation and global yields.
◼ In terms of style, MSCI EM Value continued to outperform MSCI EM growth by
1.6% during the quarter. Some of the large Chinese tech names like Alibaba,
Meituan, and Pinduoduo remained under regulatory pressure and earnings were
revised down on economic slowdown in China.
◼ For much of 2021, our portfolio’s growth exposure was resilient to the general
growth correction in markets. That was no longer the case in the fourth quarter
where we suffered from our growth exposure in names like Pagseguro in Brazil,
and Pinduoduo, and Alibaba Health in China. Pagseguro suffered from worries
that rising interest rates and increasing competition would hurt earnings in the
coming quarters.
◼ Other than our growth exposure, the two main detractors in the quarter were our
holdings in Shandong Weigao and TPI Composites. The first did not really have
any major news other than a general weakness in China healthcare sector while
the latter suffered from another quarter of disappointing earnings.
◼ On the positive side, we benefited from our exposure to Cleanaway in Taiwan
and Energy Absolute in Thailand as both stocks performed strongly. Other
contributors were names like Nari Technology, Delta Electronics and Laureate
education. We also benefited relatively from not holding the large benchmark
tech names like Alibaba.

Portfolio activity:

◼

We made our first investment in Hydrogen space by investing in Doosan Fuel
Cells in Korea. We believe hydrogen could be an important contributor to a
zero-emission future particularly in transport and hard to abate sectors. DFC
offers one of the few profitable companies globally in this exciting space.
Other additions to the portfolio were Yuhua and Pinduoduo in China and
Sinbon in Korea.

◼

We had two exits from the portfolio in the fourth quarter. One was Sanepar in
Brazil which was a top down decision related to macro and political risks in
Brazil. We were worried about fiscal risks, increasing pressure on currency,
and rising political tension due to upcoming presidential elections and decided
to reduce our Brazil country risk. The second was Sungrow in China which has
been one of the strongest contributors to our performance since the inception
of the fund. Our decision was based on what we thought as a very demanding
valuation after a long period of spectacular performance.

◼

Other than the main new entries and exits above, we took some profits in high
multiple, high growth parts of the portfolio by reducing exposure to names like
Advantech, Voltronic, Wuxi Lead, and Transaction capital. We also cut our
exposure to TSKB due to macro risks in Turkey.

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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ESG Monitoring

➢

Human rights and Social
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UN GC & Human rights compliance disclosure: Fund 98% / Index: 99%
Labour compliance disclosure: Fund 96.5% / Index: 100%

➢

Environment (Disclosure: Fund 97.8% / Index: 99%)
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Carbon Intensity metric: UBAM - Positive Impact Emerging Equity aims to beat the
benchmark (MSCI Emerging markets) for this metric

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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➢

Governance (Disclosure: Fund 98% / Index:100%)
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Sources: UBP, Based on MSCI ESG Research LLC and Urgentem

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

◼

In 2022, the global economy is likely to grow by around 4% after a sharp
upturn taking growth close to 6% in 2021.

◼

Consumption should continue to lead the growth trend next year. Healthy
labour markets and decline in saving should balance the erosion of the
purchasing power.

◼

Investment should prolong the cycle thanks to public investment in climate
change and new technologies. High profit and search for productivity should
lead corporates to invest more.

◼

Bottlenecks in industry should progressively reduce in 2022, but at different
pace according to sectors. Emerging countries should reinforce vaccination
and may benefit from a complete recovery closing the gap with 2019.

◼

New variants of the virus are tail risks which could impact activity via a
worrisome pandemic or could turn into a more benign endemic virus, leading to
a “stop and go” on activity. In past lockdowns, capital was not destroyed, and
demand was just delayed; activity has recovered rapidly in the reopening
phase.

◼

Inflation should remain high in H1-22 and is expected to decline progressively
during the year.

◼

The economic policy should remain a support to growth: the budgetary policy
should help labour and targeted sectors, while monetary policy adopts a risk
management approach with a limited tightening in rates to preserve growth.

◼

In the equity space, although the outlook remains positive for 2022, the return
should be more moderate with higher volatility going forward. Earnings growth
should continue to support the asset class, while valuations will moderate.

◼

With the backdrop of Cop26 still fresh in minds and a growing section of the
business and finance community prioritising the minimisation of their footprint,
the case for impact companies remains attractive.

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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Appendix
Methodology

◼

Global Compact Compliance
This factor indicates whether the company is in compliance with the United Nations Global Compact
principles. The possible values are Fail, Watch List, or Pass.

◼

Human Rights Compliance
This factor indicates whether the company is in compliance with the United Nations Guiding Principles
for Business and Human Rights. The possible values are Fail, Watch List, or Pass.

◼

Weighted Average Carbon Intensity
This figure represents the company's Scope 1 + Scope 2+ Scope 3 greenhouse gas emissions
normalized by sales in USD, which allows for comparison between companies of different sizes. This
is a weighted average calculated using Urgentem data.

◼

Labor Compliance - Core
This factor indicates whether the company is in compliance with the International Labour Organization’s
fundamental principles. The possible values are Fail, Watch List, or Pass.

◼

Labor Compliance - Broad
This factor indicates whether the company is in compliance with the International Labour Organization’s
broader set of labor standards. The possible values are Fail, Watch List, or Pass.

◼

Monitors employee satisfaction
Flagged as "Yes" if company monitors employee satisfaction.

◼

Pay Linked to Sustainability
Has the company, if designated as having either a high environmental or social impact, failed to
incorporate links to sustainability performance in its current incentive pay policies? Flagged if yes. This
metric is based entirely on the company’s own reporting, and is strictly focused on the specific inclusion
or not of such metrics in the determination of variable pay components and does not take into
consideration their effectiveness. High Environmental Impact: If any of the following ESG Ratings Key
Issues carry more than a 5% weight: Carbon Emissions, Water Stress, Toxic Emissions & Waste,
Product Carbon Footprint, Raw Material Sourcing, Packaging Material & Waste, Electronic Waste,
Biodiversity & Land Use, Energy Efficiency. High Social Impact: If any of the following ESG Ratings
Key Issues carry more than a 5% weight: Labor Management, Health & Safety, Product Safety &
Quality, Supply Chain Labor

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. 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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