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Most sustainable investors
expect better performance,
bigger impact
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Every day, wealthy investors make
spending, philanthropic and even career
decisions to help make the world a
better place.

But when it comes to investing,
few investors act with the same sense

of purpose—yet.
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For our latest UBS Investor Watch, we surveyed more than 5,300
investors in 10 markets on sustainable investing. We found that,
while some investors understand the basic concept, confusion
about sustainable investing terms, its various approaches and
even its impact, is widespread. For example, investors make

little distinction among the three major sustainable investment
approaches: exclusion, integration and impact investing

(to make this easier, we included a glossary here).

Better education often leads to higher adoption. Sustainable
investors, for example, were influenced by multiple sources,
including professional Advisors, family, friends and media. Nine in
10 cite an Advisor's impact on their decision to invest sustainably.

Adoption of sustainable investing varies dramatically across
markets. For example, the emerging markets of China and Brazil
indicate they have the highest rates of adoption, while only 12%
of US investors have any sustainable investments.*

Few investors expect to sacrifice returns when investing
sustainably. In fact, 82% believe the returns of sustainable
investments will match or surpass those of traditional
investments. Investors view sustainable companies as responsible,
well-managed and forward-thinking—thus, good investments.

Should investors prove to be right, more companies will likely
adopt sustainable practices. Perhaps then, the world will be
a better place indeed.

Glossary

Sustainable investing
Integrates societal concerns,
personal values or an
institutional mission into
investment decisions

- Exclusion
Excludes companies
or industries from
portfolios where they
are not aligned with an
investor’s values

- Integration
Integrates environmental,
social and corporate
governance (ESG)
factors into traditional
investment processes,
seeking to improve
portfolio risk and return

- Impact investing
Invests with the intention
to generate measurable
environmental and social
(E&S) impact alongside
a financial return

*Defined as at least 1% of assets allocated to sustainable investments.
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Wealthy investors are motivated by sustainable values,
yet don't apply them to investment decisions

Creating a better planet is extremely important to 65% of the world’s wealthy investors. In pursuit
of this goal, many investors deliberately base their spending decisions, lifestyle habits and even
career choices on the values they hold dear. For example, 69% of wealthy investors willingly pay
more for products and services from companies whose practices they support.

However, not nearly as many investors apply their values to their investing. Currently, only 39% hold
sustainable investments in their portfolios, defined as at least 1% of their investable assets.

Investors see improving the world as a top priority

only
believe it is highly say they have sustainable
important to help investments in their
create a better planet portfolio

Personal values drive major decisions

I align my spending decisions with my values _ 8'] %
| donate money to charitable causes _ /A
| willingly pay more for items from _ 690
companies with sustainable practices Yo
| consider an employer’s impact _
when accepting a job 54%
| have sustainable investments in my portfolio _ 39%

11 "_ , .

| always recycle the products | use, Without sound environmental protection,

donate money to charities and participate any individual cannot survive on this planet,

in sustainable projects whenever | can. even if he or she has all the wealth in the world. ,,
- Brazil, Female, 33 - Hong Kong, Male, 50
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Confusion about sustainable investing holds

investors back

Confusion about sustainable investing is likely preventing widespread adoption. Seven in 10
investors (72 %) find the language of sustainable investing perplexing—and less than half are very

familiar with the term itself.

Moreover, investors make little distinction among the major approaches to sustainable investing:

integration, exclusion and impact investing.

Sustainable investing terms confound investors

/2%

find sustainable investing
terms confusing

Limited knowledge of sustainable investing concepts

Percentage very familiar with each

47% 4%

Sustainable Integration
investing

1
Limited knowledge and lack of
awareness about sustainable investing
kept me away from it. ,

- Switzerland, Male, 68

I

4% 38%

Exclusion Impact
investing

1
| feel that the concept of
sustainable investing is still
not very well known.

— China, Male, 32

1
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Sustainable investing varies significantly by market

Adoption of sustainable investing is substantially different across markets. Investors in China, Brazil
and the UAE are the most likely to say they own some sustainable investments, while investors in

the US and the UK lag far behind the rest of the world.

When investors engage in sustainable investing, it's generally with a significant portion of their
portfolios: The average allocation across all markets is 36%. For example, among sustainable
investors, the US actually has the highest average allocation (49%), indicating that while few
Americans invest sustainably, those who do are committed to the approach.

Broad divergence in adoption of sustainable investing

Percentage of investors with at least 1% of their investable assets in sustainable investments

Percentage who say they are
invested sustainably

Average allocation to
sustainable investments

Overall
China
Brazil

UAE

[taly
Germany
Singapore
Switzerland
Hong Kong
UK

us

60%

53%

53%

51%

42%

35%

35%

34%

20%

w
‘ ©
1 B

12%

" These types of investments impact me

on a personal level. | can help resolve
environmental and social issues that we
are currently facing today. .

- UAE, Male, 36

1 _ .
Understanding the various factors

that are a part of the investment can
sometimes prove to be very difficult. Py

- UK, Female, 50
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Sustainable investing has strong momentum

Adoption of sustainable investing is expected to grow significantly, from 39% of investors today
to 48% over the next five years. Additionally, many investors expect to increase the allocation of
sustainable investments in their portfolios.

In fact, 58% of investors expect sustainable investing to become the standard approach to

investing in 10 years. Investors in the UAE, China and Italy are the most convinced sustainable
investing will be mainstream. Only one-third of investors in the US and the UK agree.

Increasing adoption of sustainable investing

Percentage of investors with sustainable Average allocation to sustainable
investments investments
48%
39%
o] (0]
38 /O 360/0 38 /0
31.V/'
5years  Today 5 years 5years  Today 5 years
ago from now ago from now

Investors expect sustainable investing to become the new standard

Percentage who agree sustainable investments will be the new normal in 10 years

1%
32% 32%
@@\ Nig (f\\(@ *@\\ Q,@j}\ \\23\b Q,QO@ & §° N N
@) a2 N
11 . ) . 11 . . . .
Sustainable investing should be a Sustainable investing will
healthy trend that any responsible inevitably emerge as mainstream. ,,

investor pays the highest attention to. e — China, Male, 32

- Hong Kong, Male, 50
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Sustainable investors are highly focused on

environmental impact

Companies’ policies and practices with respect to pollution, climate change and water are highly
important to sustainable investors. Most investors, particularly those in China and Hong Kong, are
focused on addressing environmental issues in their portfolios.

Sustainable investors also focus on the products and services companies produce, the way they

treat their employees, governance and ethics.

Sustainable investment focus areas

13%°<  71%

Pollution and waste  Climate change
(e.g., limit toxic (e.g., manage carbon

emissions) footprint)
67% 2  66% @8
Ethics People

(e.g., develop their
employees)

(e.g., avoid anti-
competitive practices)

Primary focus on pollution and waste

70% O 70% W

Water Products and services
(e.g., manage water  (e.g., source responsibly)
consumption)

6l% =

Governance
(e.g., transparency
across executive pay)

85%

69% 669

\'b
é

Y\o& o

1/ .
I am concerned about water, which
is a fundamental and vital resource
that we must preserve.

- Germany, Male, 34

I 7i % 7i% 7i% 74% 72% 719

I I6i(:/o
@ 5

&

D
g o
(;)\(\

11 , . . . .
| am passionate about improving climate conditions.

Air pollution has become a very common problem
and | want to make an impact. e

- UK, Female, 50
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New sustainable strategies are attracting
more investors

In the past, much of sustainable investing focused on excluding certain companies from a portfolio.

Now, more sustainable investors are drawn to integration and impact investing. The integration approach
seeks to include companies that have positive sustainability policies. Impact investing enables investors to
support a specific cause while seeking a financial return.

Investors in Brazil are most likely to seek out impact investments, while those in China are most likely to
take an integration approach to sustainable investing. Exclusion still holds the greatest appeal in the US.

Adoption of sustainable investment strategies

/2%

Impact
investing

/1%

Integration

58%

Exclusion

Sustainable investment strategies differ by market

B Impact investing

100 92 % ™ Integration
840 W Exclusion
Yo
80
60
40

D o e S) NS O
o & ,Q&Qé X \@‘q S S > Q}@@O‘\ .,395\??
S & © o
11 , _ , 1" . . :

Sustainable investing focuses on To me, sustainable investing means
institutions committed to the well-being of avoiding companies that have no
future generations, the environment and interest in improving our world. e
respect for human rights. 11 _ US, Female, 55

- Brazil, Male, 34
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Sustainable investors see no trade-off between
personal values and returns

Sustainable investing has fostered a long-running debate: whether investors must sacrifice returns to
invest according to their values. The overwhelming majority of sustainable investors believe no such
compromise is necessary. A full 93% believe sustainable investments will generate equal or superior
investment returns when compared to traditional investments. Three-quarters (75%) of investors
without sustainable investments agree.

Sustainable investors view sustainable companies as good investments, based on stronger business
practices, better management and visionary thinking.

Sustainable investors see no need to sacrifice returns

93%

of sustainable investors believe they
are not giving up performance

|

Why investors choose sustainability

Percentage who agree with the following

| want to invest in companies
0]
that represent my values ¢ 86 /o

It encourages companies to engage 0
in better business practices ¢ 86 /o

Sustainable companies are good investments— ° 820
forward-thinking and better managed /o

| can support a cause | believe in while PY 82°
Iso receiving a finandial /0
also receiving a financial return

11 o 11 . . . . .
A company with its management Sustainable investing considers social issues
focused on presenting a socially and gives a return on investment. It's about
responsible offer is appealing. e making that balance work for you. py

- Brazil, Male, 41 - US, Male, 45
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Across markets, investors expect dramatically different
returns from sustainable investing

Half of wealthy investors believe sustainable investments will outperform traditional investments.
Another third of investors (32%) expect the same performance from both. Only 11% believe
sustainable investments will underperform traditional investments.

Return expectations vary significantly across markets. For example, in Brazil, where the adoption
of sustainable investing is relatively high, 77% of all investors believe sustainable investments
will outperform traditional investments. In the US, only 19% of investors expect sustainable
investments to generate higher returns.

Investors are optimistic about sustainable returns

Return expectations for sustainable investments vs. traditional investments

/%
1%
50%
B Higher
Same

Lower
[ Don't know

32%

Expecting outperformance

Percentage of all investors who expect sustainable investments to outperform

7% 729

509% 96% 514, 500, 509 475,

37%
" 2% g,

N N
0@7} & & ¥ é\é\b & S &@& Ny &
e :
(,)Q\)\& \2\00 (’)\<\q QQ/
11 . ) i . 11 . .
Sustainable investments benefit the investor Sustainable investments generate better
and bring positive influence on the society. returns by giving us a more financially
They help optimize an investment portfolio. e secure and sustainable future.”
- China, Male, 36 - UAE, Male, 38
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For non-adopters, unknown impact is the main
deterrent to sustainable investing

Among the 61% of investors with no sustainable investments, 72% say measuring impact is
difficult. Many investors wonder: If they exclude a company'’s stock from their portfolio, will the
company be prompted to change its objectionable practices? If they invest in a fund that provides
capital to female entrepreneurs, do those women grow their businesses faster?

Many investors (68%) who resist sustainable investing believe the options are not firmly established,
pointing to short track records and a lack of well-known sustainable companies.

Why some choose not to invest sustainably

Percentage who agree with the following

It's hard to know the impact

of sustainable investments

Sustainable investments

® /2%

aren’t well established

| prefer to maximize returns,

® 68%

and focus on donating

I'm happy with my existing

®6/%

investment approach

® 66%

I'm worried about lower returns

| don’t know enough about

® 63%

sustainable investing

| have never been offered

® 62%

a sustainable investment

1, L . .
I'm relatively interested in sustainable

investing but | need more information.
Why are investments sustainable, and

exactly how do they measure returns?

- Singapore, Male, 37

® 60%

1
There are no past records or proven

results where it is clear that this
investment strategy is doing weII.”

- Italy, Male, 50
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Despite barriers, many non-adopters are interested
in sustainable investing

Among investors who do not currently invest sustainably, four in ten are highly interested in doing
so. This interest varies significantly by market and is particularly strong in Switzerland, Brazil and the
UAE, less so in Singapore, Hong Kong and the US.

Advisors are instrumental in driving higher engagement among non-adopters. For example, nine

in 10 sustainable investors cite an advisor’s influence on their decision to invest sustainably,
followed by family and friends.

Many non-adopters are highly interested in sustainable investing

Percentage of non-adopters who express high interest in sustainable investing

390 2° 2% 58% a0, ase, -
23% 22% 20

2 (\0)
&QO q%o
(;)\(\ Q\OQ

I OV%’ &\,’2}\\ @7}6\ \('\\Q,b \\)\% \5‘—)

Advisors are main influencers of sustainable investing

0

00 00O0O0O0O0 O 9 ’]O
_ out of
| | | | | | | | | | say an advisor impacted their
decision to invest sustainably

11 . 11 . .
| am interested, but tend to have an | like the idea of sustainable
advisor do my investing. They go for investing, but do not have much
the best return for their investors. I’ inclination to investigate. ,,

- US, Male, 58 - US, Female, 59
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Younger investors are more engaged in
sustainable investing

Younger investors (18-34) are the most likely to be very familiar with sustainable investments and
to already have them in their portfolios. Seven in 10 of these younger investors expect sustainable
investments to outperform traditional investments, compared to only one-third of investors who
are age 65+.

The majority of younger investors have sustainable investments

Percentage of investors with at least 1% of their investable assets in sustainable investments
Overall 399,
18-34 56%
35-50 46%

51-64 38%

65+ 27%

Younger investors are bullish on sustainable investment returns

Percentage of investors who expect sustainable investments to outperform traditional investments

Overall 50%
18-34 70%
35-50 60%
51-64 47%
65+ 32%
11 . . . . 11

Sustainable investing gives me a good | feel better when | know I'm
financial return with associated inner doing my best to save future
peace. | am able to sleep soundly knowing generations and Mother Earth.”

that I'm improving society's future.

- Switzerland, Male, 34

1" - Singapore, Female, 28
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Wealthiest investors are most bullish on
sustainable investing

The wealthiest investors are most likely to have sustainable investments in their portfolios, and to
have significantly higher allocations to these products. They are also much more likely to believe
sustainable investments will outperform traditional investments.

Wealthier investors have higher allocations to sustainable investments

Average allocation to sustainable investments
Overall 36%
$50M+ 54%
$10M - $50M 47%
$2M - $10M 32%

$1M - $2M 32%

Wealthy investors expect strong performance from sustainable investments

Percentage of investors who expect sustainable investments to outperform traditional investments

Overall 50%
$50M+ 62%
$10M - $50M 63%
$2M - $10M 53%
$1M - $2M 44%

11 . . . . 11 . . . . "
Sustainable investing has given me The satisfaction of doing something positive
peace of mind. I am not doing it for for society along with the secure nature of
the recognition or reward, but for my sustainable investments is a major benefit. ,,

satisfaction and well-being. ,,

- Italy, Male, 64, $10M-$50M

- UK, Male 50, $50M+
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About the survey: UBS Global Wealth Management provides financial advice and solutions to wealthy, institutional
and corporate clients worldwide. As part of our leading research capabilities, we survey global investors on a regular
basis to keep a pulse on their needs, goals and concerns. Since 2012, UBS Investor Watch tracks, analyzes and reports
the sentiment of high net worth investors.

UBS Investor Watch surveys cover a variety of topics, including:
* Overall financial sentiment

e Economic outlook and concerns

e Personal goals and concerns

e Key topics, like aging and retirement

For this edition of UBS Investor Watch, we surveyed more than 5,300 high net worth investors (with at least $1 million

in investable assets). The global sample was split across 10 markets: Brazil, China, Germany, Hong Kong, Italy, Singapore,
Switzerland, UAE, the UK and the US. The research was conducted between June 2018 and August 2018.
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_IQ Explore more insights at ubs.com/investorwatch

Neither UBS Financial Services Inc. nor any of its employees provide tax or legal advice. You should consult with your personal tax or legal advisor regarding
your personal circumstances.

As a firm providing wealth management services to clients, UBS Financial Services Inc. offers investment advisory services in its capacity as an SEC registered
investment adviser and brokerage services in its capacity as an SEC-registered broker-dealer. Investment advisory services and brokerage services are separate
and distinct, differ in material ways and are governed by different laws and separate arrangements. It is important that clients understand the ways in which we
conduct business, that they carefully read the agreements and disclosures that we provide to them about the products or services we offer. A small number of
our financial advisors are not permitted to offer advisory services to you, and can only work with you directly as UBS broker-dealer representatives. Your financial
advisor will let you know if this is the case and, if you desire advisory services, will be happy to refer you to another financial advisor who can help you. Our
agreements and disclosures will inform you about whether we and our financial advisors are acting in our capacity as an investment adviser or broker-dealer. For
more information, please review the PDF document at ubs.com/relationshipsummary.

© UBS 2021. All rights reserved. The key symbol and UBS are among the registered and unregistered trademarks of UBS. UBS Financial Services Inc. is a
subsidiary of UBS AG. Member FINRA/SIPC.

UBS Financial Services Inc.
ubs.com/fs
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