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ESG: Do you
or Don't you?

Are the world's asset owners thinking about
long-term sustainable finance?

A survey from Responsible Investor and UBS Asset Management
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Whether it is the Paris Agreement on Climate Change, the UN Sustainable Development Goals (SDGs) or
the aims of the EU High Level Expert Group on Sustainable Finance, one thing is clear, none of these will be
achievable without a major redirection of capital by the world’s asset owners.



ESG: Do you or Don't you?

UBS Asset Management are delighted to have partnered with Responsible Investor
to create a unigue new survey which investigates, in detail, the extent to which asset
owners are integrating ESG into their investment processes.

Why did we embark on such a study and how does it differ
from anything else in the market?

Increasingly we see regulators and policy makers in various
parts of the world promote long-term, responsible investing —
incorporating clear environmental, social and governance
(ESG) criteria in the investment process.

At the same time, many of the world’s asset owners have
made it clear that they are committed to investing responsibly,
or, sustainably, by signing the UN-supported Principles for
Responsible Investment (PRI). UBS Asset Management is itself
a PRI signatory.

Anecdotally though, we were hearing that growing numbers
of non-PRI signatories were thinking a lot about long-term
sustainable finance issues in their investments.

For us, this represented a crucial step change in the way

that SI was being viewed by the market. Keen to learn more,
Responsible Investor and UBS Asset Management partnered to
launch a joint research initiative. We wanted to know whether
asset owners globally see the integration of ESG into the
investment process as a risk mitigator, performance enhancer,
or an unnecessary distraction.

Our aim was to find out whether, as we believed, ESG
considerations were taking root more widely among asset
owners than was generally recognized. We also wanted
to establish a ‘state of the nations’ assessment of owners'’
attitudes towards ESG integration.

So, we asked respondents to identify themselves as either
‘doers,” who currently actively engage in responsible investing,
or ‘adopters,” who are actively considering incorporating ESG
criteria into their investment process.

We tried to keep the
initial question simple:
ESG — Do You or Don't You?

The short answer to our question was they are. This study
gives a fascinating insight into how.



How is this study different?

Size

DWJ 613 responses from asset owners

across 46 countries

representing EUR 19+ trillion in assets
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Cohort

63%

non-PRI
respondents

51%

corporate
pension funds

Top takeaways

ESG adoption is flying under the radar

@'%) 68%

Over the next five years, environmental factors
could outstrip financial analysis
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of asset owners globally who are taking ESG into account
(or want to), are not signed up to initiatives such as the PRI.

The top reasons asset owners give for ‘doing' ESG focus on:
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Positive effect on financial
performance

Materiality of risk associated with
not taking ESG into account

+33%

of adopters say they intend
to take ESG into account
during manager search and
selection going forward

Geographically, asset owners
in Asia, Oceania and Africa are
catching up fast. The Japanese
market has the highest growth
potential out of any market
covered.

Fiduciary duty
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ESG has become a big part of asset owners’ relationship with
their managers. Most Doers “walk the talk” when it comes to
integrating ESG into the day-today work with their managers.
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This document does not replace portfolio and fund-specific materials.
Commentary is at a macro or strategy level and is not with reference to
any registered or other mutual funds.

Americas

The views expressed are a general guide to the views of UBS Asset
Management as of June 2019. The information contained herein should
not be considered a recommendation to purchase or sell securities or any
particular strategy or fund. Commentary is at a macro level and is not with
reference to any investment strate- gy, product or fund offered by UBS
Asset Management. The information contained herein does not constitute
investment research, has not been prepared in line with the requirements
of any jurisdiction designed to promote the independence of investment
research and is not subject to any prohibition on dealing ahead of the
dissemination of investment research. The information and opinions
contained in this document have been compiled or arrived at based upon
information obtained from sources believed to be reliable and in good
faith. All such information and opinions are subject to change without
notice. Care has been taken to ensure its accuracy but no responsibility is
accepted for any errors or omissions herein. A number of the comments
in this document are based on current expectations and are considered
“forward-looking statements”. Actual future results, however, may prove
to be different from expectations. The opinions expressed are a reflection
of UBS Asset Management's best judgment at the time this document
was compiled, and any obligation to update or alter forward-looking
statements as a result of new information, future events or otherwise

is disclaimed. Furthermore, these views are not intended to predict

or guarantee the future performance of any indi-vidual security, asset
class or market generally, nor are they intended to predict the future
performance of any UBS Asset Management account, portfolio or fund.

EMEA

The information and opinions contained in this document have been
compiled or arrived at based upon information obtained from sources
believed to be reliable and in good faith, but is not guaranteed as being
accurate, nor is it a complete statement or summary of the securities,
markets or developments referred to in the document. UBS AG and /
or other members of the UBS Group may have a position in and may
make a purchase and / or sale of any of the securities or other financial
instruments mentioned in this document.

Before investing in a product please read the latest prospectus carefully
and thoroughly. Units of UBS funds mentioned herein may not be eligible
for sale in all jurisdictions or to certain categories of investors and may
not be offered, sold or delivered in the United States. The information
mentioned herein is not

intended to be construed as a solicitation or an offer to buy or sell any
securities or related financial instruments. Past performance is not a
reliable indicator of future results. The performance shown does not
take account of any commissions and costs charged when subscribing

to and redeeming units. Commissions and costs have a negative impact
on performance. If the currency of a financial product or financial service
is different from your reference currency, the return can increase or
decrease as a result of currency fluctuations. This information pays no
regard to the specific or future investment objectives, financial or tax
situation or particular needs of any specific recipient.
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The details and opinions contained in this document are provided by
UBS without any guarantee or warranty and are for the recipient’s
personal use and information purposes only. This document may not be
reproduced, redistributed or republished for any purpose without the
written permission of UBS AG.

This document contains statements that constitute “forward-looking
statements”, including, but not limited to, statements relating to our
future business develop- ment. While these forward-looking statements
represent our judgments and future expectations concerning the
development of our business, a number of risks, uncertainties and other
important factors could cause actual developments and results to differ
materially from our expectations.

UK
Issued in the UK by UBS Asset Management (UK) Ltd. Authorised and
regulated by the Financial Conduct Authority.

APAC

This document and its contents have not been reviewed by, delivered to
or regis- tered with any regulatory or other relevant authority in APAC.
This document is for informational purposes and should not be construed
as an offer or invitation to the public, direct or indirect, to buy or sell
securities. This document is intended for limited distribution and only

to the extent permitted under applicable laws in your jurisdiction. No
representations are made with respect to the eligibility of any recipients
of this document to acquire interests in securities under the laws of your
jurisdiction.

Using, copying, redistributing or republishing any part of this document
without prior written permission from UBS Asset Management is
prohibited. Any statements made regarding investment performance
objectives, risk and/or return targets shall not constitute a representation
or warranty that such objectives or expectations will be achieved or

risks are fully disclosed. The information and opinions contained in this
document is based upon information obtained from sources believed

to be reliable and in good faith but no responsibility is accepted for

any misrepresenta- tion, errors or omissions. All such information and
opinions are subject to change without notice. A number of comments
in this document are based on current expectations and are considered
“forward-looking statements”. Actual future results may prove to be
different from expectations and any unfore-seen risk or event may

arise in the future. The opinions expressed are a reflection of UBS Asset
Manage- ment’s judgment at the time this document is compiled and any
obligation to update or alter forward-looking statements as a result of
new information, future events, or otherwise is disclaimed.

You are advised to exercise caution in relation to this document. The
information in this document does not constitute advice and does not
take into consideration your investment objectives, legal, financial or tax
situation or particular needs in any other respect. Investors should be
aware that past performance of investment is not necessarily indicative of
future performance. Potential for profit is accompa- nied by possibility of
loss. If you are in any doubt about any of the contents of this document,
you should obtain independent professional advice.

Australia
This document is provided by UBS Asset Management (Australia) Ltd, ABN
31003 146 290 and AFS License No. 222605.

Source for all data and charts (if not indicated otherwise): UBS Asset
Management

The key symbol and UBS are among the registered and unregistered
trademarks of UBS.



