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UBAm - Positive Impact 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

n Late summer brought with it renewed volatility in the markets and a decline for
most assets. Investors have become increasingly concerned about global growth
amid inflationary pressures, supply chain bottlenecks and a looming energy
crisis.
n Earnings revision ratios again moderated ahead of the coming reporting season,
but the number of upgrades continue to outweigh the number of downgrades in
all regions except emerging markets as a whole.
n Global equities ended the quarter down with -1.05% (MSCI ACWI*). In the US
specifically, the S&P 500* index progressed by 0.48% during the second quarter
with a noticeable outperformance of the Growth segment over the Value (1.10%
q/q for the Russell 1000 Growth* and -0.93% q/q for the Russell 1000 Value*). In
this context the MSCI Europe* delivered +0.73%, behind the MSCI Europe Small
Cap* with + 2.52%. Finally, the Emerging markets delivered -8.09%, again with a
high dispersion. India was up +12.57% and on the other side, Brazil was down –
20.19%.
n The IPPC (Intergovernmental Panel on Climate Change) published on August 9
the first part of its Sixth Assessment Report with the following key takeaways:
o

Since the 1970s, the world has warmed faster than in any period
of similar length in the last 2,000 years.

o

The globe is certain to reach a +1.5°C level of warming compared
with pre-industrial levels by 2040.

o

There is some hope amidst the gloom:
§
Most of the IPCC scenarios suggest that once net zero
is achieved and sustained, warming will plateau.
§
Decarbonisation could be accelerated through the
scaling-up of technologies.

This latest IPCC report provides an important platform for leaders to rally around
at November’s COP26 summit in Glasgow.

* net total return index
Sources: UBP, Bloomberg Finance LP.
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Performance Review

n

n

n

n

n

Following moderate gains during the quarter, developed market equities
experienced a widespread decline in September which erased the previously
achieved performance. This resulted in flat returns despite the concerns about
a peak in the rate of economic growth thanks to the supportive earnings
expectations for the coming years.
While the performance differential between styles expanded and subsequently
contracted, market leadership remained in the hands of value companies
throughout due to the strengthening inflationary environment, supply chain
constraints and lately the energy price crunch.
Resulting performance was +0.12% (net of fees, IC EUR class) for the UBAM
Positive Impact Equity fund, +0.73% for MSCI Europe* and +1.25% for MSCI
ACWI* (EUR). This shows overall resilience to the Covid evolution thanks to
encouraging signs that the number of hospitalisations has peaked in most key
economies.
The biggest positive contributors were Arcadis (+25.09%), Thule (+16.44%) and
Croda (+16.39%), all displaying very strong earnings progression and further
upside potential. Structural growth drivers remain particularly strong in the
infrastructure sector where Arcadis operates, and the company has recently
strengthened its sustainability ambitions and positioning which will allow it to
capture additional revenue streams. Similarly, Thule’s brands benefit from very
strong demand supported by healthy and outdoor lifestyles.
On the other hand, the largest detractors to performance were companies
exposed to supply chain disruptions like Siemens Gamesa (-21.80%), Signify (19.10%) or Ocado (-17.09%). Although medium term opportunities and growth
drivers for these companies remain strong, raw material prices and shortages
weigh on short-term sales growth and earnings prospects.
* net total return index
** in local currencies

Portfolio activity:

n Early in the quarter, position sizes of Tomra, ThermoFisher, Sika, Alk Abello,
Croda and Chegg were all adjusted down reflecting the regular valuation and
technical review we conduct on our entire portfolio. This disciplined approach
balances the generation of positive outcomes for our investors with investment
returns when positions look technically overbought. In the case of Tomra, the
move to reduce the position size from one of our largest holdings reflected the
strong share price performance leading to a valuation at the top end of its longterm range.
n The proceeds of these sales were predominately used to build up four positions
– Diasorin and Civitas (new positions from June 2021) , Thule and Biffa. In the
case of Thule, our regular valuation and technical review meeting suggested that
the shares looked very attractive and indeed when the company released its Q2
results, consensus expectations were once again surpassed as the structural
growth associated with the outdoors and fitness continued. For Biffa, we are very
interested in the journey that the traditional waste recycler is taking as it invests
in other areas of recycling that are key to the delivery of a fully circular economy.
Finally, in the case of Ecolab, we increased our position modestly reflecting the
recent improvement in operating trends we have identified in the company over
recent quarters
n Another important contributor to portfolio activity is the stock sizing model which
highlighted the strong fundamental characteristics of DS Smith and Hoffmann
Green Cement – the positions were increased accordingly.
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n On the other hand, the model identified the change in market estimates for a
number of companies creating a sale signal – TPIC, Xylem, and Corticeira
Amorim were reduced modestly.
n During the month of September, a new holding in Fastned was added. The Dutch
company focuses on building out a high speed EV charging network around
Europe. Currently the company operates charging stations in the Netherlands,
Belgium, Germany, Switzerland and the UK and over time their network will
continue to expand. The company is very well placed to capitalise on the need
for new fast chargers throughout Europe’s road system.
n A couple of positions were exited during the quarter:
Ping An Healthcare following a team review following the conclusion that the
investment case had changed since the point of purchase, particularly from the
management point of view where the founding entrepreneurs had been
substantially removed from the decision making process. This was coupled with
a move to sacrifice near term profitability in the search for higher levels of revenue
growth, a move which is now currently showing signs of successful delivery. In
summary, the resulting investment case is no longer quite so compelling.
The managers also exited their position in NanoX Imaging. The exposure to the
company has been held since IPO in 2020 although the size of the holding had
already been reduced after the shares has risen strongly. The decision to exit
entirely is related to a reassessment of the near-term prospects as part of a
standard process employed for those impact holdings which are pre profit. This
work concluded that NanoX imaging still had a number of hurdles to navigate
before the true commercial opportunity can be assured with a high level of
probability.

ESG Monitoring

Ø

Human rights and Social (Disclosure: Fund 92.7% / Index:99.8%)

Ø

Environment (Disclosure: Fund 92.7% / Index: 99.8%)

(MSCI methodology provided in the appendix)

Carbon Intensity metric: UBAM - Positive Impact Equity aims to beat the benchmark (MSCI
Europe) for this metric
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Ø

Governance (Disclosure: Fund 95% / Index:99.8%)

Ø

Labour
Employee Satisfaction (Disclosure: Fund 90.2% / Index:100%)

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

n Despite peaking growth and rising inflationary pressures, the outlook for equities
remains positive thanks to still sustained earnings growth.
o

The economic cycle is expected to normalise in the next
quarters, leading to better sequential Q4 growth after weak Q3
but a moderating trend in 2022.

o

Shortages in industry should progressively fade and inventories
will be rebuilt. Deteriorating purchasing power hit consumers in
Q3 but an improving labour market should refuel trend on
consumption.

o

Fiscal policy will remain a support in developed countries, while
monetary policy is removing measures launched during the
pandemic as central banks look to normalise key rates.

n In the US:
o

The pace of consumption has disappointed in Q3 due to
remaining virus concerns and declining purchasing power in the
absence of renewed public support. As the labour situation
should improve further, a Q4 rebound is expected.

o

The housing sector peaked and momentum in investment should
rotate in favour of infrastructure next year. The 2021 growth
outlook has been revised from 6.3% to 5.9% and the 2022
scenario from 4.3% to 3.7%.

n In Europe:
o

Activity has benefited from reopening of services in Q3, after
strong recovery in Q2. As consumers focus more on purchasing
power and employment, consumption should moderate over the
next quarters while industry still suffers from bottlenecks.

o

Q2 GDP growth was revised up, from 4.7% to 5.2% but
unchanged in 2022; growth is expected to normalise in the next
quarters but should benefit from the effective support of the
European recovery fund.

o

China’s deployment of a growing range of policy tools highlights
the sharp pivot that has taken place from the ‘To get rich is
glorious’ era of Deng Xiaoping to the ‘Common Prosperity’ epoch
heralded by President Xi Jinping.

o

Common Prosperity will therefore seek to realign China’s factors
of production towards labour, in order to facilitate a transition to
consumption-led growth. Going forward, we expect to see
tougher regulations aimed at addressing the “three burdens”
affecting households: housing, education and healthcare.
Reducing these burdens would improve marginal propensity to
consume and allow for higher fertility rates, at least in theory.

n In China:

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

n

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.

n

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.

n

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.

n

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.

n

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.

n

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

n

Average R&D to sales
Simple average of portfolio companies’ R&D spend relative to their sales.

n

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
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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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