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President Trump and sustainable
iInvesting: Top guestions
answered

24 February 2025, 03:13 am CET, written by UBS Editorial Team

Investors ask how President Trump's policies affect sustainable investing. CIO responds.

This is an update to an article published on 12 February, providing additional information on empirical evidence around
DEI programs and corporate performance.

Investors continue to ask ClO a wealth of questions about the second Trump administration's impact on sustainable
investing (S). In this and subsequent articles, we address the most pressing queries on a regular basis.

The top three questions at present are first, how will climate policies change given President Trump's withdrawal from
the Paris Agreement? Second, how will the termination of several federal diversity programs affect corporate strategies
and social investments? Third, will multilateral development bank (MDB) cooperation and the performance of MDB bonds
suffer in light of President Trump's stance on international agreements?

Are climate strategies still viable given the US withdrawal from the Paris Agreement?

Yes, climate remains a viable investment area, in our view. Despite US policy shifts, renewable energy makes growing
economic sense, with solar and wind cost competitive with gas in many US regions. Private capital now drives 54%
of global climate funding, outpacing public sources and insulating some of the effects from reduced US government
support. We believe investment opportunities still exist in energy efficiency and infrastructure, especially in transmission and
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distribution linked to CIO’s "Power and resources" portfolio. Regardless of fuel source, energy efficiency and infrastructure
investment needs are clear, driven by aging infrastructure and consistent energy demand growth. Transmission and
distribution segments, which are less sensitive to policy changes, also present growth opportunities.

Within engagement strategies, we believe investors should diversify into sectors beyond climate that exhibit strong
economic fundamentals and have a proven ability for engagement on sustainability to drive higher profits and real-world
change. Examples might include other companies in the industrials, materials, and consumer staples sectors.

Will a more inwardly focused US hurt MDB bonds?

Multilateral development bank (MDB) bonds, especially those issued by the World Bank, have the US as the largest
guarantor or capital contributor. As such, the country has the largest voting power on new projects or developments. For
instance, the US has about 16% of the total voting power on the World Bank's International Bank for Reconstruction and
Development, followed by Japan, China, Germany, France, and the UK.

However, even the withdrawal of the US from multilateral institutions to focus on domestic or bilateral relationships should
not derail MDB bonds. They have strong fundamentals, appealing yields, and tight spreads to highly rated government
bonds. They offer slightly higher yields than US Treasuries, with an illiquidity premium of 11 basis points for 1-5 year
maturities. MDBs are supported by multiple countries, with many focused on European or Asian countries whose agendas
depend less on President Trump. CIO rates them Attractive due to their resilience and potential for steady returns. Investors
can continue to benefit from MDB bonds' stability and diversification effects in their portfolios.

What's next for investors in DEI?

Diversity, equity, and inclusion (DEIl) remain important for both financial and social reasons. Companies focusing on DEI
can enhance employee recruitment and retention, impacting long-term financial performance. While President Trump's
policies may shift corporate messaging, the underlying economic value of DEI persists, in our view.

Extensive studies from McKinsey over the past 10 years show a continued benefit to diversity. The most recent study in 2023
shows companies in the top quartile for gender and ethnic diversity in executive teams are 18% and 27 %, respectively,
more likely to outperform financially. As companies revamp or eliminate their DEl programs, it may be even more important
for investors to pay attention to how companies discuss supporting employees and connecting with communities around
them. In addition to strong DEI policies, investors should look for companies with dedicated practices related to employee
and community engagement as they may be a proxy for DEI policies. Companies leveraging these approaches may offer
better resilience through both trade-induced volatility and across the business cycle.

Where to find out more?

For more insights, explore CIO’s latest sustainable investing publications, such as the flagship Sustainable Investing
Perspectives and What do Trump's executive orders mean for climate? (24 January 2025). We also encourage sustainability-
focused investors to look at our new executive order tracker to review the investment implications of President Trump'’s
actions — please check out POTUS47: Executive Order Tracker for regular updates.

With thanks to Tiffany Agard (UBS Chief Investment Office) for her contribution.
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solicitation to engage in any investment activities. This document is not a recommendation to buy or sell any security, investment
instrument, or product, and does not recommend any specific investment program or service.

Information contained in this document has not been tailored to the specific investment objectives, personal and financial
circumstances, or particular needs of any individual client. Certain investments referred to in this document may not be suitable
or appropriate for all investors. In addition, certain services and products referred to in the document may be subject to legal
restrictions and/or license or permission requirements and cannot therefore be offered worldwide on an unrestricted basis. No
offer of 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.

Although all information and opinions expressed in this document were obtained in good faith from sources believed to be
reliable, no representation or warranty, express or implied, is made as to the document’s accuracy, sufficiency, completeness or
reliability. All information and opinions expressed in this document are subject to change without notice and may differ from
opinions expressed by other business areas or divisions of UBS Group. UBS is under no obligation to update or keep current the
information contained herein. The views and opinions expressed in this material by third parties are not those of UBS.
Accordingly, UBS does not accept any liability over the content shared by third parties or any claims, losses or damages arising
from the use or reliance of all or any part thereof.

All pictures or images ("images") herein are for illustrative, informative or documentary purposes only and may depict objects or
elements which are protected by third party copyright, trademarks and other intellectual property rights. Unless expressly stated,
no relationship, association, sponsorship or endorsement is suggested or implied between UBS and these third parties.

Any charts and scenarios contained in the document are for illustrative purposes only. Some charts and/or performance figures
may not be based on complete 12-month periods which may reduce their comparability and significance. Historical performance
is no guarantee for, and is not an indication of future performance.

Nothing in this document constitutes legal or tax advice. UBS and its employees do not provide legal or tax advice. This document
may not be redistributed or reproduced in whole or in part without the prior written permission of UBS. To the extent permitted
by the law, neither UBS, nor any of it its directors, officers, employees or agents accepts or assumes any liability, responsibility or
duty of care for any consequences, including any loss or damage, of you or anyone else acting, or refraining to act, in reliance
on the information contained in this document or for any decision based on it.

Additional Disclaimer relevant to Credit Suisse Wealth Management: Except as otherwise specified herein and/or
depending on the local entity from which you are receiving this document, this document is distributed by UBS Switzerland AG,
authorised and regulated by the Swiss Financial Market Supervisory Authority (FINMA). Your personal data will be processed
in accordance with the Credit Suisse privacy statement accessible at your domicile through the official Credit Suisse website
https://www.credit-suisse.com. In order to provide you with marketing materials concerning our products and services, UBS
Group AG and its subsidiaries may process your basic personal data (i.e. contact details such as name, e-mail address) until you
notify us that you no longer wish to receive them. You can optout from receiving these materials at any time by informing your
Relationship Manager.

Please visit https://www.ubs.com/global/en/wealth-management/insights/chief-investment-office/marketing-material-
disclaimer.html to read the full legal disclaimer applicable to this document.
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