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Stay on track with
sustainable investing
“The demand for investment products
that take into account environmental,
social and governance (ESG) factors
has gained momentum.”
Clemens Reuter

Dear investors,

Clemens Reuter
Head Global UBS Passive &
ETF Investment Specialists
Managing Director

Sustainable investing has been more a customized solution catering to
investors that wanted to avoid controversial industries such as tobacco
and firearms. Today, it is not anymore a customized solution but rather
becoming a mainstream one. There has been growing client demand for
such offerings. Becoming more mainstream, institutional investors have
begun to enter this space as the demand for investment products that
take into account environmental, social and governance (ESG) criteria has
gained momentum.
In this edition of On Track, we look at the pace of growth of sustainable
investing in recent years and highlight what’s been fueling the interest.
The benefits of ESG is discussed in some detail while UBS AM also makes
the case for socially conscious exchange-traded funds (ETFs) particularly in
the European ETF market. As a truly universal bank, UBS is well-placed to
offer solutions tailored to client’s specific specific needs. As an example,
we discuss the development of and integration of ESG measures in Dutch
investments.
Despite a number of challenges, sustainable investing has become more
attractive to investors due to the increasing awareness of ESG issues
but also as concerns have been dispelled that investors would need to
sacrifice returns to do good.

Sincerely,
Clemens Reuter
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CIO Insights

The UBS approach to
sustainable investing
Sustainable investing is fast moving from a
‘nice to have’ to a ‘must have’ for investors
across the spectrum.

Michael Baldinger
Head of Sustainable and
Impact Investing

Sustainable investing (SI) is growing –
fast. Between 2012 and 2016, sustainable assets under management almost
doubled, from USD 14 trillion to USD
23 trillion, according to a 2016 report
by the Global Sustainable Investment
Alliance¹.
The broadening use of material, nonfinancial data in the investment analysis process, usually by including ESG
– or environmental, social and governance – metrics, has helped investors
take a broader view of their investments. This can lead to better-informed
investment decisions, by highlighting
growth opportunities and managing
long-term risks. Research also suggests
that investing sustainably does not
materially harm returns and can
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instead strengthen portfolios by
lowering the cost of capital and mitigating risk².
This new transparency achieved
through ESG metrics gives new insights
into how well businesses are run, where
their real risks lie, and how sustainable
their business models and practices
really are. Companies that care about
sustainable use of resources will be
less exposed to shortages. Companies
with better labor practices will have
more productive workforces and be
less prone to labor strife. Companies
following governance best practice
will likely be better and more sustainably managed and less prone to
corruption. The list goes on.

A global call for sustainability
The growth of SI has been partially
fueled by client demand. While
popular with retail investors for over
a decade, it is only in the last five
years that SI has moved mainstream,
with institutional investors seeking
out assets that score highly on ESG
metrics and have positive impact on
the ground. Research shows 78% of
asset owners consider ESG management to be a top five issues when
choosing an asset manager³, while
85% review a manager’s responsible
investing policy, and over 60% assess
ESG incorporation strategies and the
ability to identify and manage ESG
issues⁴.
External actors
The global shift towards sustainable
investing has been hastened by a
widespread demand for greater transparency and disclosure. Within the
investment community this trend is
reflected by the UN Principles for
Responsible Investment, whose signatories voluntarily choose to show their
commitment to incorporating ESG
issues into investment practice.
Launched in 2006, today over 1,500
institutions across 50 countries are
signatories, representing USD 62 trillion in invested assets⁵.
But one of the largest global calls to
action has been the United Nations
Sustainable Development Goals
(SDGs). Though broad, they provide a
benchmark for aligning impact based
investment decisions. One example of
their influence is a Dutch institutional
investor who has explicitly committed
over EUR 2.2 billion to an investment
framework based on the SDGs,
focusing on climate, food, health and
water⁶. This commitment strives to
create both financial and social returns
by investing in companies creating
measurable impact.

Several indicators suggest sustainability will remain high on the agenda,
particularly given its importance to the
next generation. A Campden study
found 69% of UHNW Millennials were
interested, or very interested, in
socially responsible investing⁷.
The UBS commitment
While SI has catapulted into center
stage globally, it is a relatively recent
trend. UBS has been investing sustainably for over 20 years. Our first SI
strategy was launched in 1997,
heralding the shift in global consciousness. Today, the financial markets are
one of the most powerful transmission mechanisms by which corporate
sustainability can be promoted globally, thereby impacting society in a
positive way.
Putting that conviction into practice,
UBS has made a clear commitment to
integrating ESG considerations into
core investment processes across the
firm. The aim is full SI integration
across equity and fixed income
research platforms by the end of
2018, allowing all 900+ investment
staff to take SI factors into consideration and making UBS the first largescale asset manager to implement
broad integration of SI across the
traditional asset classes. This outlook
has resulted in UBS becoming the
largest provider of SI equities and
fixed income ETFs in Europe.

“In short,
sustainability
data can
transform the
way investors
think about
companies they
are investing in,
enabling more
credible,
forward-looking
investment
decisions.”

Follow us
on LinkedIn
ubs.com/am-linkedin

1 Date of publication March 2017
2	One of the more recent studies of the correlation of corporate financial performance and sustainability performance found that “firms with
good performance on material sustainability issues significantly outperform firms with poor performance on these issues, suggesting that
investments in sustainability issues are shareholder-value enhancing.” Dunn, Jeff, Fitzgibbons, Shaun, and Pomorski, Lukasz. “Assessing Risk
Through Environmental, Social and Governance Exposures.” 2017. This paper discusses the risk and return implications of incorporating ESG
considerations into investment strategy, focusing on the risk side in particular. Its conclusion: ”Stocks with the worst ESG exposures have total
and stock-specific volatility that is up to 10-15% higher, and betas up to 3% higher, than stocks with the best ESG exposures.”
3	Responsible Investor, Asset Owner Survey 2015, Date of publication November 2015
4	Principles of Responsible Investment, PRI Report on Progress 2015
5	Principles of Responsible Investment, PRI Report on Progress 2015
6	Dutch SDG Investing (SDGI) Agenda
7	Campden 2015 UHNW Millennials Research report
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Investment Theme in Focus

ESG rating:
does it matter?
Increased focus on ESG driven investments warrants
a look at ratings themselves and the potential impact
on portfolio construction and fundamental ratios.

Pawel Janus PhD, Head Passive and ETF Investment Analytics, UBS AM
Nicolas Schmid, Passive and ETF Investment Analytics, UBS AM

Company-level ESG research and ratings are delivered by MSCI, FTSE,
Sustainalytics and RobecoSAM, to name a few. MSCI ESG research looks
into 37 key issues per company across the ESG pillars. These issue scores
represent the evaluation of a company on a 0-10 scale, with 10 implying no
(adverse) exposure to ESG issues and 0 very high exposure. The scores are
then combined into an industry specific ESG Rating on the AAA-CCC scale,
where an AAA-rated company is the best-in-class, whilst CCC indicates the
opposite. Sustainable investors typically use the combined rating to get a
holistic view of how a company deals with a broad set of ESG-related risks.
ESG scores: do they differ across sectors or countries?
Figure 1 shows mean-adjusted ESG scores, aggregated per sector and within
each of the three ESG pillars. Clearly, there is a relationship between sectors
and their ESG exposure: While the Energy sector scores are below average
on Environmental criteria, it surprisingly scores highly on Social aspects.
The Healthcare sector on the other hand scores considerably above average
from an Environmental point of view but trails all other sectors with regards
to Governance, pointing to potential systemic governance issues in the
Healthcare sector. Similarly, there are quite considerable differences between
countries: French companies tend to be leaders in the Environmental domain,
British companies excel in the Governance space and Dutch do well in the
Social area.

The three pillars of ESG
–– Environmental: issues connected to
climate change such as greenhouse
gas emissions, energy usage, waste
and pollution management.
–– Social: working conditions, including
gender diversity, child labor, impact
on local communities, health and
safety, among others.
–– Governance: overall business ethics,
executive board structure and
independence, bribery and corruption
concerns, remuneration policies and
similar.
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ESG rating: is it stable?
The dynamics and persistence of ESG Ratings have implications for choosing
an investment approach and managing ESG portfolios. We find ESG ratings
vary over time, which implies the need for periodic rebalancing to target
current ESG leaders. To be more precise, Figure 2 presents rating transition
probabilities estimated from historical data. The entries on the diagonal show
how likely it is for an ESG Rating to remain the same within a one-year time
horizon. The entries on the upper (lower) triangle show the likelihood of a
downgrade (upgrade). The likelihoods of more substantial rating changes by
two or three notches (e.g. downgrade from AAA to A or upgrade from BBB
to AAA) are rather modest and in almost all cases below 5%. These probabilities also decrease in time. After approximately three years an ESG rating has
a more than 50% likelihood of experiencing a rating change. Clearly only a
minority of companies manage to preserve their initial ESG ratings over
longer periods of time. This implies that investor aiming to invest in ESG
leaders should expect higher portfolio turnover.

Figure 1: Mean-adjusted MSCI ESG scores per GICS sector (MSCI World)
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Source: MSCI, UBS Asset Management, data as of 27 July 2018.

ESG top portfolios: how about valuation?
ESG can impact the competitive position of a company,
which may be reflected in its market valuation. Figure 4
shows return on equity (ROE) is on average consistently
higher for higher-scoring portfolios, with the most material difference for the Environmental pillar.
In conclusion, integrating ESG into investment analysis
and the decision process may improve the risk and reward
profile of portfolios. So watch for the ESG rating before
investing.
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Figure 4: Contributions of fundamental ratios measured in
respective top, middle and bottom ESG-scored portfolios.
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Figure 2: ESG rating transition matrix
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Figure 3: Long-short ESG portfolios
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ESG ranked portfolios: what are benefits?
Risk and return implications of ESG ratings are of primary
interest to investors. To gain insights, we create top-andbottom scoring portfolios for each E-S-G pillar using
tercile cut-offs and quarterly rebalancing. We base our
analysis on USA, EMU, UK and Japan equity universes
over a period of more than 10 years, from 2007 to 2017.
Figure 3 shows excess returns and volatilities on
top-minus-bottom ESG portfolios, for both sector-neutral
and sector-unconstrained portfolios. Metrics are averaged
across regions. Increasing allocation to sectors scoring
well on ESG criteria has been a source of outperformance,
while ESG screening within sectors provided performance
similar to that of market cap portfolios.
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Past performance is not an indicator of future
results. Results include back-tested data.
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Indexing Insights

The implementation of
socially conscious exchangetraded funds (ETFs)
The key elements for a successful socially conscious ETF offering are on
the one hand, selection and fine tuning of an appropriate and wellrecognized index, on the other hand, a cost-effective product set-up
which fulfills all social responsible investment relevant transparency
standards and provides high replication accuracy.
The concept of sustainable investment has gained considerable momentum in
recent years. Investors seek investment funds that match their values and can turn
their personal savings into global change. At the same time socially responsible
investments became more of a focus for investors based on the perception, that
companies with higher SRI values tend to provide relatively higher long-term
performance than those that do not follow a SRI strategy. UBS ETFs have become
a pioneer of socially responsible investment in the European ETF market for
socially responsible investing due to their well-structured, innovative and efficiently implemented set-up. UBS currently has the highest SRI ETF market share in
Europe at almost 37% (based on assets under management).
ETF market growth and market share for SRI ETFs in Europe
AuM, in USD bn
900
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CAGR SRI ETFs: +42.05%
CAGR ETFs: +17.98%
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Darko Stankovic
Director, Product Development Passive

Implementation of socially conscious exchange-traded funds (ETFs)
Given the specific requirements of SRI ETF investors, SRI ETFs have to meet certain
expectations. Even so, socially conscious investors face tradeoffs when investing in
an SRI ETF.
–– Replication Cost: The cost of index replication for SRI based ETFs is relatively
higher than for ETFs based on the market cap weighted parent indices. The
reason is the SRI methodology including the higher inclusion, exclusion and
reweighting frequency.
–– Securities Lending: On the other hand, the SRI based products do not
benefit from securities lending to inexistence SRI screened collaterals.
–– Trading Cost: The bid-ask spreads for SRI ETFs are broader than for
the non-SRI ETFs, as it’s difficult for the market maker to hedge its quoted
positions due to a lack of futures on SRI indices.
–– Tracking Quality: The first essential point is the tracking quality whereby
UBS ETF has demonstrated either for SRI or market cap weighted indices high
quality replication.

Darko Stankovic has been an ETF product
developer since March 2015. Darko is
responsible for the maintenance and
expansion of the UBS ETF product shelf.
He joined UBS Asset Management in
September 2011 as an ETF investment
specialist covering institutional clients in
Switzerland and Liechtenstein. Prior to
joining UBS AG, Darko began his career
at Zurich Cantonal Bank (ZKB) in 2006 as
an investment specialist for institutional
clients, and then joined BlackRock Asset
Management Switzerland AG in 2010 as
an investment specialist for key account
clients. Darko holds a BSc in Banking &
Finance from the Zurich University of
Applied Sciences (ZHAW).

Spread comparison of the market capitalization weighted ETF to SRI ETF
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VIX Index
UBS ETF – MSCI USA UCITS ETF (EUR) A-dis

UBS ETF – MSCI USA Socially Responsible UCITS ETF (EUR) A-dis

Source: Average daily spreads in EUR: SIX Swiss Exchange, period: 08 Sep 2016 to 08 Mar 2018.
Source: Closing of the CBOE Volatility Index (VIX index): Bloomberg, period: 08 Sep 2016 to 08 Mar 2018.
1. July, 4th 2017: Independence Day, US Market was closed but the ETF has been traded
2. February, 2nd 2018: It was certainly the most volatile trading day for the last two years

Despite all these challenges, socially responsible investments became more attractive for investors due to an increasing awareness of ESG issues, as well as a realization that ESG screened portfolios are not necessarily a hindrance to performance. This relies on general findings that companies with higher SRI values tend
to provide relatively higher long-term performance than those which do not
follow an SRI strategy. A role model is the MSCI KLD 400 Social Index, which has
provided 0.09% outperformance to its parent index on an annual basis for the
last 24 years¹.
¹ Source: MSCI. Data from 31 October 1994 to 08 June 2018.

Christian Kunth
Director, Development ETF
Christian Kunth has been a product
developer for UBS since August 2009 and
is responsible for the development of
physically replicated ETFs across all asset
classes. His role includes masterminding
and implementing substantial parts of the
UBS ETF product families. He joined UBS
AG in 1999.During his first years with the
company, he headed the development of
various IT banking solutions focusing on
internet business. Prior to joining UBS AG,
he worked as a systems engineer for
Deutsche Shell AG. Christian Kunth holds
a MA in Banking & Finance and qualified
as Swiss-certified business information
technology expert after graduating
as engineer for technical information
systems.
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Three questions
What are the ESG constraints in regards to
the product structuring?
SRI and ESG-focused investing emerged back in
the 1970s when investors started to exclude specific securities, or even entire industries from
their investment portfolios through an ESG
screening approach. Industries such as oil & gas,
coal mining and electric utilities became possible
exclusions. The most broadly applied socially
responsible approach then was negative screening, in other words the exclusion of so-called sin
stocks from portfolios’ investment strategies.
Specifically, stocks from companies meeting a
certain revenue threshold from business activities
related to guns, tobacco, gambling, military
weapons, nuclear power, etc. were out-of-scope
for the eligible investment universe. The financial

Socially conscious ETFs are wider quoted
than ETFs on their parent indices. Are
there ESG related implications for trading
and market making?
If the market risk of an ETF can be effectively
hedged, the market maker can reduce bid-ask
spreads. In case there are no hedging instruments available (e.g. futures contract), the ETF
spreads are expected to be wider. The most
cost-effective and practical solution is hedging

Why are socially conscious UBS ETFs not
engaged in the securities lending program?
As can be expected, SRI investors would only
be satisfied with SRI-screened collaterals in a
securities lending program. If non-SRI securities are admitted into the collateral, then in

10

industry has recognized socially responsible and
environmentally friendly behavior as an investment thesis of growing relevance to a broad
investor base. Financial institutions have started
to facilitate access to these investment themes,
either through applying ESG screening models to
securities (active), or making ESG/SRI based
indices investable through passive vehicles, such
as ETFs or index funds. In our view, the purpose
of social investments is a way to generate impact
and to vote with the investment. Investors seek
investment funds that match their values and
can turn their personal savings into global
change, hence they must exclude any indirect
investment (via collateral) in non-SRI compliant
stocks. Socially responsible investing has a major
impact, but only if the investment goes directly
to the SRI equities. Therefore, UBS ETFs only
offer and endorse physically replicating SRI ETFs.

with futures. Depending on market conditions
and the underlying baskets, derivatives are available to a market maker as a hedging alternative.
Unfortunately, the quantity of tradable index
futures especially on socially responsible indices is
very limited. However, the authorized participant
(AP) can implement the hedge using index futures
contracts based on parent index (e.g. MSCI USA).
The hedge has a tracking error vis-à-vis the MSCI
USA SRI index and the market maker faces market
risk. The market maker therefore will widen the
bid-ask spread to be compensated for the risk
associated with trading the ETF.

effect the SRI investment is contributing to
financing non-SRI companies. Therefore,
leading securities lending agents are currently
investigating the possibility of setting up SRIcompliant collateral schedules with their triparty collateral managers. The main challenge
is that there are currently no globally accepted
SRI standards.

Investment Themes in a Nutshell

Investing in companies that score highly on Environmental, Social and
Governance (ESG) criteria has accelerated lately in many asset allocation
programs. UBS Asset Management is the market leader in providing
ESG solutions with its wide range of SRI ETFs (USD 3.5 bn AuM).
Building on its commitment to sustainability, UBS has recently extended
its SRI range and also introduced a gender equality ETF.

Sustainable investing – equity
Socially responsible investing can help to bring about positive change by
providing tangible incentives for companies to meet ESG standards. The SRI
ETFs select companies with a high ESG rating while excluding those with lower
ESG-scores or who are involved in controversial activities. Our new UBS ESG
Universal ETFs also adopt an ESG assessment, but overweight top-rated ESG
firms, while underweighting the others. They also incorporate ESG rating
momentum to promote companies that are improving their ESG score.
Fund Name

ISIN

UBS ETF (IE) MSCI ACWI Socially Responsible hedged CHF UCITS ETF*

IE00BDR55F85

UBS ETF (LU) MSCI World Socially Responsible UCITS ETF

LU0629459743

UBS ETF (LU) MSCI EMU Socially Responsible UCITS ETF*

LU0629460675

UBS ETF (LU) MSCI USA Socially Responsible UCITS ETF*

LU0629460089

UBS ETF (LU) MSCI Japan Socially Responsible UCITS ETF*

LU1230561679

UBS ETF (IE) MSCI UK IMI Socially Responsible UCITS ETF*

IE00BMP3HN93

UBS ETF (LU) MSCI Emerging Markets Socially Responsible UCITS ETF

LU1048313891

UBS ETF (LU) MSCI Pacific Socially Responsible UCITS ETF

LU0629460832

UBS ETF (IE) MSCI ACWI ESG Universal hedged CHF UCITS ETF*

IE00BDQZN774

* Currency hedged and/or distributing share classes are also available

Sustainable investing – fixed income
Our ETFs tracking Bloomberg Barclays MSCI Liquid Sustainable Corporates
provide exposure to investment grade-rated companies which are ESG industry
leaders. Each corporate issuer is screened to identify how well ESG risks are
managed, relative to its peer group. ESG ratings are based on the MSCI ESG
Research and together with our equity SRI ETFs, sustainable fixed income ETFs
can help build a sustainable portfolio, with the flexibility of choosing regions
and currency hedged share classes.
Fund Name

ISIN

UBS ETF (LU) Barclays MSCI US Liquid Corporates Sustainable UCITS ETF*

LU1215461085

UBS ETF (LU) Barclays MSCI Euro Area Liquid Corp. Sustainable UCITS ETF

LU1484799769

* Currency hedged and distributing share classes are also available

›

For more information, visit our homepage. www.ubs.com/etf
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Market Insights

Everyday sustainability
in the Netherlands:
doing well by doing good
A respectable pedigree
Cadbury and Rowntree are forever associated with chocolate and confectionery
while the inventors of Smarties, Rolos and Fruit Pastilles were founded as principled
Quaker companies around 200 years ago. Quaker business principles are often
regarded as the forerunner of socially responsible investing (SRI), which takes
environmental, social and governance (ESG) issues into account.

Marcel Danen
Executive Director, Head Passive &
ETF Specialist Sales Benelux

Sustainability in the Netherlands
Integration of ESG measures into Dutch investments is becoming mainstream.
Responsible investing goes back to the 1970s when the first ethical banks were
launched. In the 2000s, some retail banks started practicing SRI and since 2007,
many institutional investors have turned to responsible investments, in part due
to media scrutiny. One catalyst was the exposé by current affairs programme
Zembla in 2008, highlighting the investments of Dutch pension funds in controversial weapons. Dutch regulators are also cognisant of ESG’s importance. In
2015, the governor of the Dutch Central Bank (DNB), announced that sustainability is very much part of its mandate.
Figure 1: Overview of SRI Strategies in the Netherlands
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Norm-based Screening
Engagement and Voting
Best-in-Class
Impact Investing
Sustainability Themed
0

250,000
2015

500,000

750,000

1,000,000
Millions

2013

Source: Eurosif, 2016

Dutch investors and sustainability
Sustainable investing can still be tricky. It can take longer to assess all investable
companies and obtaining information and building databases is challenging and
costly. A recent study conducted by DNB¹ shows however that awareness of the
impact of investing has grown in recent years, and is higher on the Dutch
pension sector’s agenda. Overall, DNB looked at 219 pension funds in the Netherlands, comparing the number of funds per category to the number of pension
fund members and the invested capital. See Figure 2.
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Figure 2: 219 Dutch pension funds, by numbers, by membership and
by assets
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Although a select number of Dutch banks have positioned themselves as truly
sustainable for many years, most banks have adopted sustainable investment
policies only more recently. Banks are seeing a growing client demand for such
investments and are now offering sustainable solutions.
Building a sustainable portfolio
In creating a sustainable portfolio, investors must keep in mind the same fundamentals of portfolio construction as with any traditional investment strategy
with diversification across different asset classes being the key and based on
their long-term strategic asset allocations.
UBS Passive & ETF and sustainability
One relatively low-cost and flexible way to incorporate SRI criteria in investment
portfolios is by using sustainable ETFs. UBS Asset Management launched the
first SRI ETFs in 2011 and offers the largest selection in this space in Europe,
with 13 sustainable ETFs. UBS Asset Management also serves many institutional
clients with customized mandates, whereby we tailor investment portfolios to
the client’s ESG requirements. Sustainable mandates are often created in consultation with the client to find the best sustainable exposure for the client’s needs,
or work to a specific set of ESG criteria determined by the client.

Asset management industry
sees a growing client demand
for such investments and
are now offering sustainable
solutions.

1 Sustainable investment in the Dutch pension sector, De Nederlandsche Bank 2016
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Passive Offering

Our best
offering
To invest successfully means making the right decisions.
We show you the entire spectrum of index-based solutions
offered by UBS Asset Management.

New
offering

UBS Segregated
Mandates

UBS Tax Transparent
Funds

UBS ETFs

Main clients
–– Pension funds
–– Corporates
–– Sovereign wealth funds

Main clients
–– Institutionals (foundations,
pension funds, corporates)

Main clients
–– All client segments (asset
managers, banks,
corporates, pension funds, insurance, retail)

Minimum size
–– Typically USD 100m
Advantages (tax, reporting,
transparency, etc.)
–– Customization
–– High transparency
–– High direct control of underlying
–– Unregulated
Replication method
–– Full replication
–– Sampling

Contact
Fekko Ebbens
fekko.ebbens@ubs.com
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Minimum size
–– typically 10.0m CHF
(for non-tax treaty share class)
–– typically 25.0m CHF
(for tax treaty share class)
Advantages (tax, reporting,
transparency, etc.)
–– high tax efficiencies
–– share class structure by investor
–– cost efficiency

Minimum size
–– 1 share for all client segments
Advantages (tax, reporting,
transparency, etc.)
–– Intraday trading & liquidity
–– Transparency
–– Cost efficiency
–– Granularity of exposures

Replication method
–– full replication
–– sampling

Replication method
–– Physical or synthetic replication
–– Full or optimized sampling in case
of physical

Contact
Fekko Ebbens
fekko.ebbens@ubs.com

Contact
Clemens Reuter
clemens.reuter@ubs.com

UBS Index Funds*
Main clients
–– Institutional (pension funds, corporates)
–– Selected asset managers (only clients with an
existing business relationship with UBS AM)
Minimum size
–– No minimum size for retail share classes (1 share)
–– Minimum investment size for professional clients
dependent upon exposure and share class model
Advantages (tax, reporting, transparency, etc.)
–– Pricing (end of day)
–– Tax advantages only for locally domiciled qualified
investors

A leading global passive manager
across asset classes
Total passive AuM by vehicle
41%
UBS Index
Funds

42%
UBS Segregated
Mandates

Total AuM
CHF 315 bn¹

Replication method
–– Physical (full or optimizing sample)
17%
UBS ETFs
Contact Switzerland
Raimund Müller, raimund.mueller@ubs.com
Contact United Kingdom
Andrew Walsh, andrew.walsh@ubs.com

Source: UBS Asset Management. Data as at 30 June 2018.
¹ AUM reported in official UBS financial statements CHF 315bn.
Difference to above quoted AUM due to exclusion of index
element in multi-asset strategies.

* Available in Switzerland and the UK only.
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Team Insights

Ask our
experts
It is generally accepted that the world’s
climate is changing due to rising
man-made emissions. But what are
the implications for investors?

A global response
In December 2015, more than 190 nations met in Paris at the Conference of the
Parties to the UNFCC. In a landmark agreement, they undertook to strengthen
the global climate effort. The Paris Agreement defined the ways in which countries will implement those commitments after 2020. Its objective was to restrict
the increase in global average temperature to below 2 degrees Celsius (2.0°C)
above pre-industrial levels, while attempting to ensure that temperature increase
is limited to no more than 1.5ºC.

Investment implications
Malcolm Gordon
Head of UK Institutional
Managing Director
Malcolm Gordon is Head of UK
Institutional. He is responsible for the
management of the UK Institutional
client and business development teams
and all aspects of the relationship with
Institutional clients in the UK. Malcolm
joined UBS Asset Management in June
2012. Prior to this, he was Head of Client
Relations at Hermes Fund Managers
where he was responsible for all client
relationships across multiple distribution
channels. Malcolm spent 8 years at F&C
Asset Management where he was
responsible for UK Institutional client
relationships together with their
Managed Pension Fund platform.
Malcolm holds the Investment
Management Certificate.
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Irrespective of one’s views on climate change, the Paris Agreement crystallises
it as a key investment risk, bringing climate change, with a focus on carbon
reduction, up the agenda. The risks extend across the investment universe, from
equities through to corporate bonds, property and, potentially, government
bonds. As a result, many investors are now setting explicit targets for reducing
the carbon footprint of their portfolio. Or, to look at it another way, they are
targeting the overall long-term transition to a low Green House Gas (GHG) emission economy.

An innovative solution from UBS
We recognise the magnitude of these potential threats to investors, particularly
those institutional investors for whom a reduction in investment values jeopardises the member benefits which they have been mandated to achieve. In
response, we launched the UBS Climate Aware World Equity Strategy. This innovative strategy is designed to capitalise on the long-term transition to a low
GHG emissions economy and invest more in companies at the heart of this transition, as well as those adapting to help provide the future we all want to live in.

This strategy aims to deliver returns broadly in line with the FTSE Developed
Index with a target tracking error of +/- 0.50%. Our approach allows us to
increase or decrease exposure to the index constituents based on their expected
contribution to climate change.

To achieve these increased or decreased exposures,
the fund applies a tilt.
A negative tilt is used to reduce the size of the investment
in companies such as those that have worse than average GHG
emissions when converted to tonnes of CO₂ equivalent; companies producing energy from coal; companies with reserves of coal,
oil and gas
A positive tilt is used to increase the size of the investment in
companies such as those providing renewable energy or
supporting technology; companies performing in line with the
globally agreed climate change goals
This positive tilt also constitutes a differentiator with respect to products that
rely only on reducing a portfolio’s carbon emission.

In summary
With its innovative and systematic approach to the issue of climate change, the
UBS Climate Aware World Equity strategy offers investors the opportunity to
align their mandated investment targets with their increasing obligations to
incorporate sustainable investment factors within their asset allocations.
If your question is not
answered, feel free to ask
our specialists:
ubs-etf@ubs.com

›
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Contacts
UBS Passive & ETF

Institutional Solutions

Global

Clemens Reuter
Head Global UBS Passive &
ETF Investment Specialists
Managing Director
Tel. +41 44 234 75 19
clemens.reuter@ubs.com

Fekko Ebbens
Head UBS Institutional
Client Coverage
Managing Director
Tel. +41 234 79 44
fekko.ebbens@ubs.com

Europe

Clemens Reuter
Head Passive & ETF Specialist
Sales Europe (ad interim)
Managing Director
Tel. +41 44 234 75 19
clemens.reuter@ubs.com

Fekko Ebbens (ad interim)
Head Institutional Client Coverage
EMEA ex Switzerland
Managing Director
Tel. +41 234 79 44
fekko.ebbens@ubs.com

Germany & Austria

Dag Rodewald
Tel. +49 69 1369 51 15
dag.rodewald@ubs.com

Reiner Hübner
Tel. +49 69 1369 53 79
reiner.huebner@ubs.com

Italy

Francesco Branda
Tel. +39 02 7641 44 06
francesco.branda@ubs.com

Michele Filiberto Marchese
Tel. +39 02 7641 44 16
michele-filiberto.marchese@
ubs.com

Netherlands

Marcel Danen
Tel. +31 20 551 01 66
marcel.danen@ubs.com

Tim Van Duren
Tel. +31 20 551 01 44
tim.van-duren@ubs.com

Iberia

Pedro Coelho
Tel. +34 91 745 70 39
pedro.coelho@ubs.com

Alvaro Cabeza
Tel. +34 91 789 41 53
alvaro.cabeza@ubs.com

Switzerland &
Liechtenstein

Raimund Müller
Tel. +41 44 234 39 81
raimund.mueller@ubs.com

Andreas Toscan
Tel. +41 44 234 20 10
andreas.toscan@ubs.com

United Kingdom

Andrew Walsh
Tel. +44 20 7901 59 01
andrew.walsh@ubs.com

Malcolm Gordon
Tel. +44 20 7901 54 28
malcolm.gordon@ubs.com

›

For more product details, visit us on: ubs.com/etf

›

For more insights, visit our ETF magazine: ubs.com/etf-insights

›

Follow us on LinkedIn: ubs.com/am-linkedin
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For marketing and information purposes by UBS.
For professional clients / qualified investors only. 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.
UBS funds under Luxembourg and Irish law
The funds or securities referred to herein are not sponsored, endorsed, or promoted
by MSCI or Barclays, and MSCI and Barclays bear no liability with respect to any such
funds or securities or any index on which such funds or securities are based. The
prospectus contains a more detailed description of the limited relationship MSCI and
Barclays have with UBS AG and any related funds.
The MSCI indexes are the exclusive property of MSCI INC. (“MSCI”). MSCI and the
MSCI index names are service mark(s) of MSCI or its affiliates and have been licensed
for use for certain purposes by UBS AG (“UBS”). The financial securities referred to
herein are not sponsored, endorsed, or promoted by MSCI, and MSCI bears no
liability with respect to any such financial securities. The full prospectus of the UBS
ETF Sicav contains a more detailed description of the limited relationship MSCI has
with UBS and any related financial securities. No purchaser, seller or holder of this
product, or any other person or entity, should use or refer to any MSCI trade name,
trademark or service mark to sponsor, endorse, market or promote this product
without first contacting MSCI to determine whether MSCI’s permission is required.
Under no circumstances may any person or entity claim any affiliation with MSCI
without the prior written permission of MSCI.
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. 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. Source for all data and charts (if not
indicated otherwise): UBS Asset Management
This document contains statements that constitute “forward-looking statements”,
including, but not limited to, statements relating to our future business development.
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.
Austria: Paying Agent for ETFs: Erste Bank der oesterreichischen Sparkassen AG, Am
Belvedere 1, A-1100 Vienna. Prospectuses, simplified prospectuses or key investor
information, the articles of association or the management regulations as well as
annual and semi-annual reports of UBS funds are available free of charge from Erste
Bank der oesterreichischen Sparkassen AG, Am Belvedere 1, A-1100 Vienna.
Germany: Representative in Germany for UBS Funds established under foreign law:
UBS Europe SE, Bockenheimer Landstraße 2–4, 60306 Frankfurt am Main.
Prospectuses, simplified prospectuses or key investor information, the articles of
association or the management regulations as well as annual and semi-annual
reports of UBS funds are available in a language required by the local applicable law
free of charge upon written request from UBS Europe SE or from UBS Asset
Management (Deutschland) GmbH, Bockenheimer Landstraße 2-4, DE-60306
Frankfurt am Main or can be looked up on www.ubs.com/deutschlandfonds.
Italy: Representative in Italy for UBS funds, UBS Asset Management (Italia) – SGR
S.p.A., Via del Vecchio Politecnico, n. 3, 20121 Milano (MI), Italy. Prospectuses,
simplified prospectuses or key investor information, the articles of association or the
management regulations as well as annual and semi-annual reports may be obtained
in a language required by the local applicable law free of charge from UBS Asset
Management (Italia) – SGR S.p.A., Via del Vecchio Politecnico, n. 3, 20121 Milano
(MI), Italy.
Liechtenstein: The representative and paying agent in Liechtenstein for UBS Funds
under foreign law is Liechtensteinische Landesbank Aktiengesellschaft, Städtle 44,
FL-9490 Vaduz. Prospectuses, simplified prospectuses or key investor information,
the articles of association or the management regulations as well as annual and
semi-annual reports of UBS funds in German are available in a language required by
the local applicable law free of charge from Liechtensteinische Landesbank
Aktiengesellschaft.
Luxembourg: Prospectuses, simplified prospectuses or key investor information, the
articles of association or the management regulations as well as annual and semiannual reports of UBS funds are available in a language required by the local
applicable law free of charge from UBS Fund Services (Luxembourg) S.A., P.O. Box
91, L-2010 Luxembourg or from UBS Europe SE, Luxembourg Branch, P.O. Box 2,
L-2010 Luxembourg. For more information on the distribution of UBS funds, in
particular the applicable tax regime, please consult the Supplementary Information
Memorandum for Portugal, available free of charge from the placing agent.

Netherlands: UBS ETF SICAV, UBS (Irl) ETF plc and UBS ETFs plc is an investment
institution (beleggingsinstelling) within the meaning of the AFM and registered in
the Dutch register held with the Dutch Authority for the Financial Markets (Stichting
Autoriteit Financiële Markten). Representative in the Netherlands for UBS funds
established under foreign law: UBS Asset Management, UBS Investment Bank
Nederland B.V. Rembrandt Tower – 18e verdieping, Amstelplein 1, 1096 HA
AMSTERDAM, The Netherlands. Prospectuses, simplified prospectuses or key
investor information, the articles of association or the management regulations as
well as annual and semi-annual reports of UBS funds are available free of charge
from UBS Investment Bank Nederland BV or on the internet at www.ubs.com/
fondsen.
Spain: CNMV registration number UBS (IRL) ALTERNATIVE SOLUTIONS PLC: 1320;
UBS (IRL) ETF PLC: 1507; UBS (IRL) FUND PLC: 1381; UBS (IRL) INVESTOR SELECTION
PLC: 964; UBS (LUX) BOND FUND: 144; UBS (LUX) EMERGING ECONOMIES FUND:
477; UBS (LUX) EQUITY FUND: 148; UBS (LUX) EQUITY SICAV: 344; UBS (LUX) KEY
SELECTION SICAV: 336; UBS (LUX) KEY SELECTION SICAV2: 591; UBS (LUX)
MEDIUM TERM BOND FUND: 188; UBS (LUX) MONEY MARKET FUND: 653; UBS
(LUX) MONEY MARKET INVEST: 189; UBS (LUX) MONEY MARKET SICAV: 865; UBS
(LUX) SICAV1: 807; UBS (LUX) STRATEGY FUND: 146; UBS (LUX) STRATEGY SICAV:
864; UBS ETF: 1501; UBS ETFS PLC: 1624; UBS GLOBAL SOLUTIONS: 1448.
Representative in Spain for UBS funds established under foreign law: UBS Europe SE,
sucursal en España, MARÍA DE MOLINA, 4, E-28006 MADRID. Prospectuses,
simplified prospectuses or key investor information, the articles of association or the
management regulations as well as annual and semi-annual reports of UBS funds are
available in a language required by the local applicable law free of charge from UBS
Europe SE, sucursal en España, MARÍA DE MOLINA Nº 4, E-28006 MADRID /
AVENIDA DIAGONAL Nº 640, 2º A, E-08017 BARCELONA / FERNÁNDEZ Y
GONZÁLEZ Nº 2, PLANTA PRINCIPAL, E-41001 SEVILLA / C/ROGER DE LAURIA Nº 7,
1ª PLANTA, E-46002 VALENCIA / COSO Nº 33, 5º A, E-50003 ZARAGOZA, CANTÓN
PEQUEÑO 15, 4º, E-15003 A CORUÑA.
Switzerland: Representative in Switzerland for UBS funds established under foreign
law: UBS Fund Management (Switzerland) AG, P.O. Box, CH-4002 Basel. Paying
agent: UBS Switzerland AG, Bahnhofstrasse 45, CH-8001 Zurich. Prospectuses,
simplified prospectuses or key investor information, the articles of association or the
management regulations as well as annual and semi-annual reports of UBS funds are
available free of charge from UBS AG, P.O. Box, CH-4002 Basel or from UBS Fund
Management (Switzerland) AG, P.O. Box, CH-4002 Basel.
UK: UBS Asset Management (UK) Ltd is a subsidiary of UBS AG and is registered in
England. UBS Asset Management (UK) Ltd and UBS Asset Management Funds Ltd
are authorised and regulated by the Financial Conduct Authority (FCA). UBS Asset
Management Life Ltd is authorised by the Prudential Regulation Authority and
regulated by the Financial Conduct Authority and the Prudential Regulation
Authority. Telephone calls may be recorded.
This material supports the presentation(s) given. It is not intended to be read in
isolation and may not provide a full explanation of all the topics that were presented
and discussed. Care has been taken to ensure the accuracy of the content, but no
responsibility is accepted for any errors or omissions.
The value of investments and the income from them may go down as well as up, and
investors may not get back the original amount invested.
This document is a marketing communication. Any market or investment views
expressed are not intended to be investment research. The document has not been
prepared in line with the FCA requirements 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 contained in this document should not be considered a
recommendation to purchase or sell any particular security and the opinions
expressed are those of UBS Asset Management and are subject to change without
notice. Furthermore, there can be no assurance that any trends described in this
document will continue or that forecasts will occur because economic and market
conditions change frequently.
This document does not create any legal or contractual obligation with UBS Asset
Management.
The recipient agrees that this information shall remain strictly confidential where it
relates to the Investment Manager’s business. The prior consent of UBS Asset
Management (UK) Ltd should be obtained prior to the disclosure of commercially
sensitive information to a third party (excluding the professional advisors of the
recipient).
Information reasonably deemed to be commercially sensitive and obtained from UBS
Asset Management (UK) Ltd should not be disclosed. This information is supplied
with a reasonable expectation that it will not be made public. If you receive a request
under the Freedom of Information Act 2000 for information obtained from UBS
Asset Management (UK) Ltd we ask that you consult with us. We also request that
any information obtained from UBS Asset Management (UK) Ltd in your possession
is destroyed as soon as it is no longer required.
The Luxembourg and Irish domiciled funds are recognised schemes under section
264 of the Financial and Services Markets Act 2000. They seek UK Reporting Status.
The protections offered by the UK’s regulatory system and the compensation under
the Financial Services Compensation Scheme, will not be available.
© UBS 2018 The key symbol and UBS are among the registered and unregistered
trademarks of UBS. All rights reserved.

Now available
Sustainable investing (SI) has evolved.
No longer a ‘nice to have’ for policy
makers, regulators and investors,
SI is now high on the agenda.
Get the expert insights you need with
the Sustainable Investing Handbook
by UBS and MSCI.
your copy on ETF
› Download

Research Studies section

ubs.com/
etf-research

