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Market Comment



The S&P 500 N.R. finished the quarter in negative territories with -19.72%
performance at the end of March. Growth has been outperforming blend
stocks this quarter with a performance of -14.18%. Value delivered a
negative performance as well over the same period with -26.88%. Sector
wise, Information Technology with -12.62%, Health Care with -12.92% and
Consumer Staples with -13.62% have been outstanding. Energy delivered
the worst sector performance with -49.44%, followed by Financials with 32.32% and Materials with -26.14%.



January set the tone for the rest of the quarter: the fast spread of
coronavirus infections quickly dampened the initial optimism among
investors. Improving sentiment in services and firm consumer spending
across almost all regions, as well as unexpectedly strong data in China,
continued to support the scenario of gradual global recovery for 2020 – at
least it did until the fears of a pandemic emerged.



In February, the increase in the number of coronavirus cases outside China
triggered massive sell-offs on equity markets at the end of the month. While
the spread of the virus in China did not stop equity markets from hitting new
highs up to mid-February, the highly rapid expansion of the number of cases
on other continents caused a fall of around 10% in the last week of the
month. Developed markets – with relatively little difference between regions
– fell by around 8% over the month.



In March, the headlines have been almost entirely dominated by the spread
of the coronavirus around the world and governments’ and central banks’
responses to it. Equities suffered spectacular falls, with the US market
shedding 20% in just sixteen trading days, compared with the previous
record of forty-four days in 1929. The announcements of massive support
programmes by governments and central banks then sparked a rally of
some 18%, the biggest rise in three days since 1933. In the US, weekly
jobless claims rocketed to 3.3 million. The Fed announced new currency
swap agreements with other central banks. Budgetary responses have
been rolled out more gradually and the sums involved increased during the
month, with the United States and China leading the field, with their aid
packages set to total more than 10% of GDP, making the amounts involved
greater than those spent in 2008.

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.

Union Bancaire Privée, UBP SA | UBAM – AJO US Equity Value | Quarterly Comment

1|4

Performance Review

Portfolio Activity



Q1 2020 has been a difficult environment for value investors as the index
(Russell 1000 Value NR) achieved -26.88% Vs -14.18% for the growth
index (Russell 1000 Growth NR).



In this context the strategy underperformed its benchmark lagging by 239
basis points net of fees (I share class) against the Russell 1000 Value NR.



The biggest contributor in the quarter was the stock selection within
Communication Services that added 0.97% of out-performance. Information
Technology (+50bps) and Consumer Discretionary (+37bps) were also
positive contributors to this quarter performance.



The largest detractor in the quarter was the stock selection with financials
that cost 205bps of underperformance. Stock picking in Industrials (-94bps)
and in Utilities (-49bps) have been among the most challenging sectors.



Within financials, Citizens Financial (-53.21%), MGIC Investment (-55%)
and Ally Financial (-52.50%) were the main laggards throughout Q1.



The portfolio manager constructs the portfolio according to AJO’s
investment process relying on 4 pillars: Value, Management, Momentum
and Sentiment. AJO focuses on well-managed companies with quality cash
profits, relatively low market valuations, positive price and earnings
momentum, and favourable market sentiment. The portfolio is optimised to
diversify multi-faceted risks.

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



A recession is expected in the US in Q2 due to quarantine and major disruptions
to the supply chain and energy sectors. This recession is expected to be
followed by a relative sustained recovery, thanks to the strong measures
adopted by the Fed and the Congress.



In the US, the downturn in activity should propel unemployment to above 10%,
but measures adopted should prevent a sharp loss in income, support small
and medium firms, and avoid a structural rise in unemployment and a
depression.



Bottom-up consensus earnings estimates have been significantly revised down
already but many more adjustments will be needed over the coming weeks.
Arguably, the visibility on earnings will remain extremely low for a long period
of time. Many companies have already withdrawn previously issued guidance.
They will probably abstain from providing an outlook when they start reporting
Q1 results in the middle of April but may just shed some light on the economic
damage.



Given the nature of this shock and the fact that there is no historical precedent,
predicting the impact of the coronavirus on earnings is somewhat hazardous.
This will depend on the actual depth and duration of the economic downturn;
there is no doubt that the containment and social distancing measures
implemented will have a huge impact on earnings. Declines in the magnitude
of those seen during the Global Financial Crisis (GFC) cannot be ruled out, but
the most affected industries (financials at that time) will not be the same.

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 is intended only for the use of the person(s)
to whom it was delivered. This document 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 Qualified Investors in Switzerland or Professional Clients, Eligible Counterparties or 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 to any person or entity to 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 as 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 accepts no liability whatsoever and makes no representation, warranty or
undertaking, express or implied, for any information, projections or any of the opinions contained herein or 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 you may not get back some or all of your original capital. In addition, any performance data included in this document does not take into
account fees 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 your
return.
All statements other than statements of historical fact in this document are “forward-looking statements”. Forward-looking statements are not guarantees of future performance. 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 disclaims
any obligation to update any forward-looking statement, as a result of new information, future events or otherwise.
It should not be construed as advice or any form of recommendation to purchase or sell any security or funds. It does not replace a prospectus or any other legal documents that 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 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. Investors are invited to read carefully the
risk warnings and the regulations set out in the prospectus or other legal documents and are advised to seek professional advice from their financial, legal and tax advisors. The tax treatment
of any investment in the Fund depends on your individual circumstances and may be subject to change in the future.
The document neither constitutes an offer nor a solicitation to buy, subscribe for or sell any currency, funds, product or financial instrument, make any investment, or 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 invitation.
Telephone calls to the telephone number stated in this presentation may be recorded. When calling this number, UBP will assume that you consent to this 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, KIID, 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, 96-98, 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. The Funds’ Legal Documents may also be obtained free of charge from Union Bancaire Gestion Institutionnelle (France)
SAS, 127, avenue des Champs-Elysées, 75008 Paris, France.
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