UBS UBS Marketing Material
For professional clients / qualified investors only

Global Treasury Net Zero Progress

UBS Asset Management

Emily McDonald
Sustainable Investment Specialist — Fixed Income

April 2024



Section 1

Why Net Zero?
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Asset owners wants to implement Net-Zero, but challenges

exist in treasuries, a key asset

The Institutional Investors Group on Climate Change has included Sovereign Bonds as an asset class for which its members must assess

i Net Zero alignment.

95% of PAAOQ signatories are implementing
@ portfolio decarbonization targets in their AuM,

though, only 45% has set a coverage target ',
| | | | | | this could be due to decarbonization challenges

in treasuries
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1 PAAO - Paris Aligned Asset Owners (2022)
2 The state of net zero investment, IGCC, March 2023, adapted
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Sovereign bonds fall behind compared to other
assets in terms of net zero targets. One likely
reason can be the lack of methodology and

U -/ product availability for the asset class.

Asset Owners with public interim targets (e.g. 2030) 2

Sovereign Bonds 5% 30%

Real Estate 19% 43%

Fixed Income 5% 40% _

Listed Equity | 15% 40%

Whole Portfolio 33% 38% %
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Integrating NZ intelligence in the development of a
sovereign index

Decarbonisation is aligned to EU Climate Transition Benchmark (CTB) trajectories ',
benchmark frameworks constructed to inform investors how they can achieve Net Zero
emissions by 2050 at portfolio level

Favouring sovereign issuers progressing well towards the Network for Greening the
Financial System (NGFS) 2030 milestone, consistent with the “orderly” Net Zero 2050
scenario and compatible with the 1.5 degree C warming of the Paris Agreement

Net Zero policy making and regulatory guardrails to Net Zero are assessed to determine
the extent to which Net Zero targets are in force in domestic policy or law

Fiscal and Governance factors are considered to determine a sovereign’s ability to attain its
NZ target

Green bonds providing solutions to tackle climate change benefit from an uplift in their
weight versus the traditional index
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1 EU climate benchmarks based on equity and corporates Fl. Sovereigns are currently not in scope.
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How does the constructed index align to Net Zero principles?

Principles for

Net Zero Alignment Sustainability metric Type Details on the metric
Decarbonization Current emissions: CO,  Top-down Carbon emissions of Issuer / Population of country
QY Capi
( per Capita
I

b

NG

Carbon Emissions Score
(0-10)

Bottom-Up, Issuer-
Specific

Measures the steepness of a government's pathway to 2050
Net Zero in terms of their current level, normalised

Net Zero Score
(0-10)

Bottom-Up, Issuer-
Specific

Measures the extent which a net zero target is in force under
domestic policy or law. By this, policy making and regulatory
guardrails to Net Zero are assessed

Climate Solutions

Green Bonds

Bottom-Up, Issuer-

Bonds classified as Green Increases weight

uplift Specific
N B> p
=7
Governance and QOQ FSW + GOV Bottom-Up, Issuer-  Combination of Bloomberg Fiscal Strength (FSW) and World
Structural ( M A Score (0-10) Specific Bank Quantitative Government Scores (GOV)
% Improvement

Source: UBS Asset Management, Bloomberg Finance L.P, 2024. For illustrative purposes only.
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Comparison to parent benchmark

Bloomberg Global Aggregate Treasuries vs Global Treasury Net Zero Progress

Metrics BBG Global Agg BGTNZP
Decarbonization on CO2 per capita:
Reduction vs Parent Index (Dec 2021) - 30%
YoY Decarbonization - 7%
US-32.5 FR —28.0
Top 3 Countries (%) JP-18.8 JP-14.5
CN-93 GB-5.4
, UsD - 32.5 EUR-51.2
Top 3 Currencies (%)
EUR-23.4 JPY - 14.5
JPY — 18.8 GBP - 8.2
Modified Dur (Yrs) 7.36 7.61
YTW (USD Hedged %) 4.98 4.82
YTW (EUR Hedged %) 3.49 3.33
YTW (CHF Hedged %) 1.08 0.92
Tracking Error - 1.26

Source: Bloomberg. For illustrative purposes only. Past performance is not a reliable indicator of future results. Holdings as of 29 Feb 2024.
LGTRTRUU = Bloomberg Global Agg Treasuries Total Return Index, GTNZP = Global Treasury Net Zero Progress
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Key sustainability properties

Bloomberg Global Aggregate Treasuries vs Global Treasury Net Zero Progress

Weighted by %MV

12

CO2 emissions per capita (Tons) Net Zero Score Carbon Emission Score FSW + GOV Score Green Bond (% MV)

m Bloomberg Global Aggregate Treasuries ~ BBGTNZP

Source: Bloomberg. For illustrative purposes only. Past performance is not a reliable indicator of future results. Holdings as of 29 Feb 2024.
LGTRTRUU = Bloomberg Global Agg Treasuries Total Return Index, GTNZP = Global Treasury Net Zero Progress
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