o UBS

Emerging Markets Debt Corporate

Investment profile | UBS Asset Management—Americas Institutional

Objective

The Emerging Markets Debt Corporate
strategy seeks to outperform the total
return of the benchmark on a risk-
adjusted basis (gross of fees) over a full
market cycle of three to five years. The
strategy mainly invests in emerging
markets corporate bonds denominated in
USD, but may also invest in emerging
markets sovereign and/or quasi-sovereign
bonds should corporate bond risk
premiums over sovereign bonds be
deemed unattractive.

Investment philosophy and process
We employ top-down macroeconomic
and bottom-up credit research to develop
investment themes and select appropriate
securities. By balancing top-down and
bottom-up analysis, the investment
process brings together extensive

experience as well as a diversity of
thought and opinion from all involved:
the fixed income investment committee,
the emerging markets debt strategy team,
and the credit research team. Their work
and insights are supported by quantitative
tools and models.

Top-down analysis focuses on the global
macro framework. It explores global
macroeconomic trends, examines
macroeconomic factors, and scrutinizes
the macroeconomic risk framework.

Bottom-up analysis focuses on countries
and sectors, considering economic,
political and social factors. Spanning over
70 countries and more than 400
emerging markets companies forms the
basis for appropriate security selection.

Emerging Markets Debt Corporate investment process

Disciplined application of fundamental research

Focus: Global macro framework
Macroeconomic factors and trends
Macroeconomic risk framework

Quantitative tools and models

\/

Focus: Countries and sectors
Quantitative tools and models
Security selection

Economics, politics and social factors
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Investment themes

Overall allocations and risk budget

Region and country allocation

UBS spread exposure

Local currency rates
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Implementation and risk monitoring

Trade execution

For illustrative purposes only.

For institutional investors only.

Position monitoring

Risk monitoring

Key points

e Clients benefit from our 20 year

history of managing emerging

market debt across hard currency,

local currency and corporate

strategies

Our substantial emerging markets

assets under management give us

the resources to effectively manage

client accounts

e With over two decades of average
industry experience our senior
investment team has the
perspective to navigate various
market environments

e A disciplined, balanced investment
process can generate consistent
returns over clients’ investment
horizons



Based on the combined results, the overall
allocations and risk budget are defined for
the strategy, which is then implemented
in specific portfolios with individual
exposures to regions, countries, sectors,
spreads, and currencies, as well as
individual duration and yield-curve
positioning.

Each portfolio is subject to continuous
monitoring of positions and risks.
Strategic themes and global risks are
discussed on a quarterly basis. Thematic
positioning and performance attribution
are reviewed monthly. Weekly strategy
meetings serve to present the latest
research and decide on potential portfolio
adjustments and tactical trades.

Why Emerging Markets

Corporate Debt?

UBS Asset Management believes that
emerging markets are stabilizing and that
cyclical adjustments are reducing
emerging market vulnerability. Structural
drivers remain strong and valuations are
attractive for a long-term investment
case. Emerging market corporate bonds
can benefit from an improving financial
framework and the global economic
recovery. The Emerging Markets
Corporate Debt strategy seeks to capture
this opportunity.
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e Emerging economies and their
companies set to benefit from global
economic recovery — Political risk and
economic adjustment seems to be
manageable and the ongoing
commodity price stabilization continues
to lend support. Even in an environment
in which the growth differential
between emerging and developed
markets remains low, emerging
economies should benefit from
increasing exports of goods and
commodities.

e Improving financial framework — Fiscal
adjustment and structural reforms
should lead to a more solid financial
framework. A solid fiscal stance reduces
country vulnerability, and structural
reforms can improve the long-term
growth outlook. We see encouraging
signs on both fronts in many emerging
market economies.

e Attractive spreads — Emerging markets
corporate bonds offer attractive risk
premiums versus developed markets. An
improving financial framework can lead
to stronger corporate fundamentals and
reduce credit risk. Plus, the favorable
bond supply-demand balance and
ongoing search for yield should further
support spreads.

Lower duration — Emerging markets
corporate bonds are less sensitive to
interest rate movements than emerging
market sovereign bonds, helping to
protect the portfolio against higher
interest rates.

Team leadership

The dedicated and experienced
investment team builds on a 20-year
history of emerging market debt investing
across hard currency, local currency and
corporate strategies. The team includes
senior professionals whose average
industry experience counts more than two
decades. They follow their balanced
investment process with discipline and
strive to achieve clients’ investment
objectives while delivering an outstanding
service to them.

Michael Dow, CFA, CPA

e Managing Director, Head of Emerging
Markets Corporate Debt

e 29 years of investing experience

Federico Kaune, Ph.D.

e Managing Director, Head of Emerging
Markets Debt

e 23 years of investing experience

Vehicle availability’
* Segregated account
e Commingled fund

! Certain vehicles may not be available to all investors. Please
contact your local representative for more information.



This material does not take into account the specific
investment objectives, financial situation or particular needs
of any specific recipient and is published solely for
information purposes. No representation or warranty, either
express or implied is provided in relation to the accuracy,
completeness or reliability of the information contained
herein, nor is it intended to be a complete statement or
summary of the strategy referred to in this material. In
addition, any statements made by UBS Asset Management
regarding investment performance expectations, risk and/or
return targets shall not constitute a representation or
warranty that such investment objectives will be achieved.

Statements herein may be based on current expectations
and are considered “forward-looking statements”. Actual
future results, however, may prove to be different from
expectations. Any opinions expressed in this material are a
reflection of UBS Asset Management's best judgment at the
time this document is compiled and may differ or be
contrary to opinions expressed by other business areas or
divisions of UBS Group AG or its affiliates (“UBS") as a
result of using different assumptions and criteria. Neither
UBS Group AG nor any of its affiliates, directors, employees
or agents accepts any liability for any loss or damage
arising out of the use of all or any part of this material.

The information and opinions contained herein have been
compiled or arrived at based upon information obtained
from sources believed to be reliable and in good faith. All
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such information and opinions are subject to change
without notice and any obligation to update or alter the
contents herein as a result of new information, future
events or otherwise is disclaimed.

This material does not constitute an offer to sell or a
solicitation to offer to buy or sell any securities or
investments instruments, to effect any transactions or to
conclude any legal act of any kind whatsoever. Nothing
herein shall limit or restrict the particular terms of any
specific offering. No offer of any interest in any product will
be made in any jurisdiction in which the offer, solicitation
or sale is not permitted, or to any person to whom it is
unlawful to make such offer, solicitation or sale. Not all
products are available to citizens or residents of all
countries.

Services to US clients for any strategy herein are provided
by UBS Asset Management (Americas) Inc. UBS Asset
Management (Americas) Inc., a Delaware corporation, is a
member of the UBS Asset Management business division of
UBS Group AG, a publicly traded Swiss bank (NYSE: UBS).
UBS Asset Management (Americas) Inc. is an indirect,
wholly-owned subsidiary of UBS Group AG and registered
as an investment adviser pursuant to the Investment
Advisers Act of 1940, as amended.

Services to Canadian persons for any strategy herein are
provided by UBS Asset Management (Canada) Inc., a Nova

UBS Asset Management (Americas) Inc. is a subsidiary of UBS Group AG.
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Scotia corporation and a member of the UBS Asset
Management business division of UBS AG, a publicly traded
Swiss bank (NYSE: UBS). UBS Asset Management (Canada)
Inc. is an indirect wholly-owned subsidiary of UBS AG and
is registered as a portfolio manager and exempt market
dealer (in all provinces of Canada), commodity trading
manager (Ontario), adviser — commodity futures
(Manitoba) and investment fund manager (Ontario, Quebec
and Newfoundland), all pursuant to Canadian securities
law. This document can be distributed in Canada to
Accredited Investors who qualify as Permitted Clients only.
The investment or fund referred to in this presentation may
be a connected or related issuer of UBS Asset Management
(Canada) Inc. in connection with a distribution of the
investment or fund to investors in Canada. UBS specifically
prohibits the redistribution or reproduction of this material
in whole or in part without the prior written permission of
UBS and UBS accepts no liability whatsoever for the actions
of third parties in this respect.

© UBS 2017. The key symbol and UBS are among the
registered and unregistered trademarks of UBS. All
rights reserved.



