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Market Comment

◼ After a strong Q2 with widespread positive performance, the third quarter of
2020 shows regional disparities reflecting the local evolutions of Covid19.
Indeed, as the different containment strategies yield their results, the spread of
the virus is not uniform across countries and stimulates a range of economic
responses – resulting in different market performance between regions.
The gap between growth and value stocks also persists as growth companies
are up +19.2% year to date while value is down -14.1%, in Europe. A cold
winter without enough positive vaccine development news would be negative
for value stocks and widen the gap further.
◼ In year to date terms, the S&P500 is the leading index with +5.6% return
followed by MSCI EM with flat performance and ahead of the MSCI Europe exUK index displaying -7.4% returns. The lack of progress of Brexit negotiations
and the fading fiscal stimulus causes the UK to lag, with the FTSE All-Share
down -19.9%. Following the Internal Market Bill which seeks to modify the terms
of trade between the UK and Northern Ireland, the most likely Brexit scenario is
a limited free trade agreement with significant arrangements to ease the
transition.
◼ While hospitalisations in Europe and the UK seemed under control during the
summer, the effect of travelling abroad for the holiday season lead to a new rise
in the number of cases – most notably in Spain, France and the UK. This fueled
concerns that dropping temperatures in Autumn could lead to a second wave of
Covid19 and caused European equity markets to lag as the MSCI Europe exUK index returned +1.8% and the UK FTSE All-Share was down -2.9% this
quarter. The worsening sentiment is also displayed by volatility levels – the VIX
index has increased to the 25-35 range during September compared to the 2025 levels in June and July.
◼ The United States experienced a rise in cases at the start of Q3 but thanks to
the use of face masks was able to reduce hospitalisations significantly from the
end of July. Combined with the transition to online commerce, this resulted in
strong performance from US technology and growth companies for most of the
quarter. Unemployment also displayed a modest reduction, but as valuations
expanded and the risk for a vaccine-driven rotation increased in September, the
market slowed down to favor cheaper stocks. This resulted in a quarterly return
of +8.9% for the S&P500.
◼ Emerging markets performed strongly too as the MSCI EM index returned
9.7%. Similarly, MSCI Asia ex-Japan was a notable performer of the quarter
with 10.8% returns, stimulated by China’s success in containing the virus after
the first wave.
◼ Credit markets display lower performance than previous periods, but positive,
nonetheless. On the corporate side the US high yield rallied by 4.7% during the
quarter, followed by Euro high yield which was up 2.5%. More broadly, the
Global Investment Grade instruments returned +3.1% during the period.
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◼ Similarly, Euro Government bonds returned +1.7%, followed by US Treasuries
at +0.2% UK Gilts down -1.3%.
◼ Overall, an undeniably uneven quarter, but investors will now prepare for an
eventful end to the year – the US election outcome will soon be known, a Brexit
scenario will be determined, and news on a potential vaccine could accelerate –
which would be a game-changer for the market and help many stocks that have
lagged throughout the year recover.
◼ All indices are total return in local currency, except global ones in US Dollars.

Performance Review

◼ The fund delivered a net return of +2.66% in Q3 2020 versus a return of +0.10%
from the MSCI Europe benchmark, an outperformance of 2.56%. (performance
shown net of fees, IC EUR share class)
◼ Geographically, the strongest performance came from our overweight position
in the UK and our overweight position in Sweden, although the former was by
far and away the more significant effect. The UK outperformance can be
attributed to a couple of positions in the UK Consumer Discretionary (e.g.
Ocado Group PLC; JD Sports Fashion PLC) and Energy (e.g. BP PLC) sectors.
Underweight in large caps HSBC Holdings PLC, BP PLC, Royal Dutch Shell
PLC also contributed significantly. Generally, our bias to UK domestic stocks
and away from the large multi-nationals stood us in good stead during. The
Swedish outperformance can be attributed to Stillfront Group AB, Epiroc AB,
and Avanza Bank Holding AB.
◼ The largest negative contributors to the fund were our overweight positions in
Belgium and our underweight position in Netherlands. The Belgium
underperformance can be attributed to the overweight in KBC Groupe SA and
Barco NV.
◼ At a sector level, an overweight stance in the industrials sector and an
underweight stance in Financials both positively contributed to performance.
Amongst the industrials names it was our holding in Kingspan Group Plc, Kone
Oyj and Teleperformance SE that added the most value. An underweight in the
Financials sector also contributed positively with zero weightings HSBC
Holdings PLC and an underweight in Avanza Bank Holding having the most
notable effect.
◼ In terms of detractors, our underweight positions in information technology and
our overweight in Consumer Discretionary that were the largest negatives. Tech
stocks were the main culprits with Barco NV and SAP SE detracting the most.

Portfolio Activity

◼ We entered the current crisis with a strong exposure to high quality stocks with
strong balance sheets. This served the portfolio well in Q1 2020. As we
entered the second and third quarter,3 we recognized that many value/cyclical
stocks had been hard hit and that selectively there may be some opportunities.
We therefore took the decision to selectively build up positions in these to
protect the portfolio from the “bounce back” effect of economies re-opening.
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◼ We focused our attention on those names where we felt either the company
would emerge from the crisis in a stronger position or where we identified a high
quality company with a strong balance sheets and great long term franchise
which had been punished too hard on valuation in our opinion.
◼ In terms of purchases we added German healthcare packaging company
Gerresheimer AG, Swedish based collection of outdoor sports and
transportation products company Thule Group AB, UK grocery delivery Ocado
Group PLC, UK industrial company Ceres Power Holdings PLC. We also
continued to build on some of our important themes, particularly those focused
on sustainability, healthcare and the technology revolution. We added Swedish
multinational networking and telecommunication company Telefonaktiebolaget
LM Ericsson company, We also purchased holdings in British video game
developer Frontier Development PLC. Elsewhere we purchased holdings in
Spanish swimming pool and wellness equipment company Fluidra SA and
Dometic Group AB: a Swedish based global market leader in branded solutions
for mobile living in the areas of food & beverage, climate, power & control and
other application .
◼ On the sell side, we predominantly financed the purchases through the
reduction in position size of some of our large defensive stocks. We took profits
in UK utilities stock National Grid PLC and UK consumer Staples Diageo PLC.
Other exits include German industrial stock Rational Namen AG, Spanish IT
company Amadeus IT Group SA and French Luxury goods company LVMH SE.
◼ We reduced our position size in Swiss Healthcare stock Roche Holding SA and
UK healthcare company Astrazenca PLC. Also, we trimmed our position size in
UK online fashion retailer stock Boohoo Group PLC and Italian Luxury car
Ferrari NV.

Outlook

◼ Q4 2020 will witness a number of significant events. At the start of the quarter it
seemed possible that the US Presidential election may see some kind of delay
after the announcement from the Republicans that Donald Trump was actually
Covid positive. However, his discharge on the 5th of October would suggest
that the election will go ahead as planned despite the fact that so many of the
presidential team are currently carriers of the infection. The result of the election
will have long term ramifications for stimulus packages and also future taxation
rates.
◼ In Europe an end to the Brexit negotiations will happen one way or another and
we would expect this clarity to actually lead to an appreciate of the euro vs the
dollar given that there will at least be a basis of fact on which to build policy in
the bloc. However, more broadly, the outlook looks constrained like a straight
jacket. On one side, conditions will not be permitted to deteriorate for the
economies of the world at large. On the other side, were we to witness
substantial improvements we would expect finance ministers to start to focus on
measures to pay for the financial support they offered during the tough days of
2020.
◼ This narrow path of travel will surely lead to a need to focus on strongly
capitalised companies that offer some control over their own destinies.
Overriding all of this is the observation that governments have reached for the
Green and Social Agendas when looking to reflate their economies. This has
proven hugely influential in the challenge of scaling up a less harmful
industrialised world, a trend which provides a strong following wind for investors
in sustainably enlightened strategies.
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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 Qualified Investors in Switzerland, or Professional Clients, Eligible
Counterparties 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”. Forward-looking
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 semiannual 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, and from Union Bancaire Gestion Institutionnelle (France) SAS, 116 avenue des ChampsElysées, 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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