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Market Comment

■

In Q4, all major equity markets posted strong positive returns. The MSCI
AC World finished up +14.7%. At regional level, emerging equities were up
+19.7%, US equities +12.1%, Japanese equities +11.2%, and European
equities +10.8%. In 2020, the MSCI AC World returned +16.3%, US equities
+18.4%, Emerging equities +18.3% and Japanese equities +7.4%, while
European equities were down -3.3%.

■

In anticipation of an economic recovery in 2021, global equities achieved
positive returns despite the second wave of the pandemic and the
successive announcements of renewed restrictions across Europe and the
United States. The positive news flow around successful Covid-19 vaccine
trials led to a cyclical recovery benefiting sectors that had been severely hit
by the pandemic. The results of the US election as well as the announced
extensions of supporting policy measures in the US and in Europe further
fuelled market performance.

■

Globally, macro data continue to reflect the ambivalence between the
continuous increase in the number of COVID-19 cases and the mediumterm optimism due to the vaccine. In all main global regions, the
manufacturing sector has mitigated the slowdown seen in the service sector
and this should lead to limited downturn of global activity in Q4 and probably
in Q1. On the COVID front, Europe and Japan are taking renewed
restrictions to economic activities.

■

12-month forward earnings estimates were upgraded in all major regions
over the last month of the year, with the earnings revision ratio turning
slightly positive everywhere. At the global level, earnings momentum
remained the strongest for the cyclical sectors, in particular materials,
consumer discretionary and financials. Among the major markets, 2021
EPS growth rate estimates range from +16% for Switzerland to +48% for
the eurozone, with the US towards the low-end of the range (+20%) and
emerging markets in the middle (+34%), though with sharp disparities
between countries. The major valuation metrics for global equities moved
up over the quarter. Global equities’ 12m forward PE edged up to 19.9x,
only marginally lower than back in August, the price-to-book ratio rose to
2.4x – its highest level since 2007 – and the 12m fwd ROE continued to
move higher, too.

■

In Q4, all sectors of the MSCI AC World finished the quarter in the green,
with Financials, Energy and Materials being the best performers.
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Performance Review

◼ UBAM - Global Equity returned +14.1% versus +14.7% for the MSCI AC World
over Q4. In 2020, the fund accumulated +17.1% in excess return (+33.4% vs
+16.3% for the index). The currency effect detracted the most (-26bps), mainly
due to our underweight in Emerging Markets and our absence of exposure to
Japan. Sector allocation and stock selection also detracted to relative
performance, -19bps and -12bps respectively.
◼ In terms of individual names, the exposure to Ceres Power and StoneCo along
with the overweight in Aroundtown were the major contributors over the quarter
(+2.0%, +63bps and +66bps respectively). Ceres Power share price appreciated
+137% in local currency in Q4. The group signed strategic manufacturing
partnerships and reached technological milestones during the quarter. The
Fintech company StoneCo was up +59%. The share price surged after the
company published better than expected Q3 2020 results and indicated
accelerating total payment volume trends (excluding the “coronavoucher”
subsidies boost). Finally, Aroundtown was up +43% over the quarter, recovering
part of its underperformance year-to-date as the German real estate group
released solid results and gave encouraging prospects for the hotel and office
industry.
◼ The biggest detractors over the period were the overweights in Sunrun, S&P
Global and Veeva Systems (-104bps, -43bps and -40bps respectively). Sunrun
was up +402% in 2020, but its share price depreciated -13% in Q4 from an alltime-high level. The residential solar company fell after President Donald
Trump moved to eliminate a loophole his administration granted in 2019 that
helped companies avoid tariffs on double-sided panels, but the stock recovered
towards the end of the year given the supportive 2021 outlook for alternative
energy. S&P Global was down -15% over the quarter despite solid results leading
to small but still positive earnings revisions. The stock suffered from the sector
rotation out of quality companies (“compounders”) and also some concerns about
the acquisition of IHS Markit announced on November 30. Veeva Systems was
down -2% in Q4. A slight backdrop given the company was up +94% over the
year. The cloud services company fell after it reported third-quarter results that
beat expectations but gave an outlook for subscription revenue growth slightly
below analysts’ bullish estimates.

Portfolio Activity

◼ No major change was made in the portfolio in October.
◼ In November, the position in Allianz was sold to reduce the exposure to the
insurance sectors, which keeps struggling with low interest rates, Covid-19
related costs and revenue headwinds. Another position in Wizz Air was exited as
the stock reached his pre-Covid-19 highs on vaccine news while continuing facing
headwinds given the border closures and the block of the EU’s recovery package
by Hungary and Poland. While the estimates for long term relative growth remain
strong, near term revenues are likely to be reduced.
◼ In December, the positions in Novo Nordics and Waste Management were exited
in order to fund new positions in more innovation driven companies. As such, a
position was initiated in Infineon, chip maker with string automotive exposure and
more than 9% revenue growth expectation. The company is set to benefit from
the demand for Battery and/or Fuel Cells Electric Vehicles as well as the
inverterisation of electrical motors. The team sees an opportunity for Infineon to
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improve its CFROI from 5% historically to 10% level in the next years. Over the
month several hydrogen companies were bought, namely Bloom Energy, Plug
Power and ITM Power, given the theme is high growth but decoupled from IT.
Bloom energy is exposed to electrolysis and stationary applications. Its onsite
generators use natural gas or biofuel for electricity generation. Plug Power is
exposed to electrolysis and Proton Exchange Membrane (PEM) stationary to
make chemicals and mobile applications. ITM Power is also exposed to
electrolysis and PEM electrolyser technology can store excess renewable energy
such as “green hydrogen”. These companies offer strong sales growth potential.
Finally, the position in Alibaba was exited as the major margin and profit drivers
at Ant Group are at risk from regulatory driven refocusing on lower margin
payments business only.

Outlook

◼

Our base case for global equities remains an expected market return of around
10% in 2021, driven by substantial EPS growth from 2020’s depressed levels but
some multiple reversion towards longer-term averages from currently rather
elevated levels. We are looking for a slow return to normal life, but the path back
to growth could be quite diverse regionally, depending on the persistence of the
second wave of Covid-19 infections and concurrent confinement measures by
governments.

◼

We tend to focus on the value creation potential of different industries and
individual companies rather than sector allocation, as value creation is a primary
driver of long-term equity performance. In the current environment we favor
stocks that continue to be supported by long-term structural trends while they
should also benefit from the global growth recovery expected next year.

◼

UBAM - Global Equity remains well positioned for short-term momentum and
exposed to long-term structural drivers. The portfolio offers a dynamic exposure
to companies – including small caps – with rapidly growing cash flows and
increasing value creation, early in their lifecycle. It also gives some exposure to
turnaround stories driven by new management teams with a strong track record.
These company profiles provide access to attractive sources of returns during
economic and business recovery cycles, specifically in a post Covid-19 world.
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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 di sclaims 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 suitabili ty 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 who m 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 ac credited 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 pu rsuant 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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