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Key messages: Sustainable investment case remains robust amid uncertainty
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The UBS Chief Investment Office sees multiple approaches to sustainable investing, with distinct approaches across 
asset classes. SI building blocks may provide diversification, potentially providing stability through the market cycle.

Diversifying across Leaders, Thematic and Improver equity strategies has supported portfolios over periods of market 
volatility, as shown by CIO research. 

The global ESG leader index is on par with the broad market (p.7) and remains in line with its traditional counterpart 
over the longer-term (p.8-9). Thematic indices showed strong performance in the calendar 2025 (p.13-15).

In fixed income, green bonds have benefitted from tightening credit spreads (p.18-19), and multilateral development 
bank bonds continue to enjoy their liquidity premium (p.20-21). Carbon credits fell after a strong end to 2025 (p.23).

This report includes a tracker of the transition across sectors, including the immediate effects of temperature rise 
(p.27-28), the deployment of renewables (p.31-34), corporate decarbonization commitments (p.35), and more.

Refer to the Appendix for a glossary and overview of all indices referenced throughout this document.
Please see important disclaimer at the end of this document.1 of 46
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At a glance: Performance across asset classes

Global ESG leader equities: Recovery after lagging in first quarter
MSCI ACWI Selection total return relative to MSCI ACWI

Thematic sustainable fixed income: Spreads continue to tighten
Option-adjusted spread in basis points

ESG thematic equity: Alternative energy had strongest year since 2020
MSCI Global Alternative Energy total return (lhs) and US 10-year yield (rhs)

Carbon markets: Credits sold off in January on increased policy risk
Spot price of EU carbon credits in EUR per ton of CO2

Refer to the Appendix for a glossary and overview of all indices referenced throughout this document.
Please see important disclaimer at the end of this document.2 of 46
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Looking back: Key events in sustainability throughout 2025

January│President Trump 
has signed many more 
executive orders during his 
second term

February│Investors 
reconsider aerospace and 
defense exposure as policy 
momentum shifts

May│Renewables 
accounted for 57% of 
European Union 
electricity generation

March│Celebrating 
International Women’s 
Day, Women now occupy 
30% of Russell 3000 
board seats

June│Extreme weather 
events increase, economic 
losses due to natural disasters 
increased 15% in 1H25 
relative to 1H24

July│One Big Beautiful 
Bill Act is signed into law, 
slightly more favorable to 
renewables

August│Increased drought 
poses risk for agriculture, 
tech, and hydropower

April│Liberation day 

tariffs shake up markets, 
triggering drawdowns 
across asset classes

September│Record 
sustainable investing assets 
under management at USD 
3.7 trillion for the month

October│Hyperscalers strike deals 
for low-carbon energy capacity, 
continuing to support data center 
expansion

November│Adaptation 
takes center stage at 30th 
climate conference in 
Brazil, as physical risks 
materialize

Refer to the Appendix for a glossary and overview of all indices referenced throughout this document.
Please see important disclaimer at the end of this document.3 of 46



Financial performance of select 
sustainable investing strategies
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distinct approaches across asset classes
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Refer to the Appendix for a glossary and overview of all indices referenced throughout this document.
Past performance of investments is not a guarantee of future results and the value of investments may fluctuate over time.

Please see important disclaimer at the end of this document.

Asset class overview: Performance of select SI strategies through 2025

Sustainable investing is not a monolith, with diverging 

performance characteristics across asset classes

MSCI, S&P, ICE, and Solactive indices in USD total return, 1 January 2025 = 100. European carbon credits in EUR spot return. 
Indices used (including longer history) are referenced throughout this document.
Source: Refinitiv Datastream, Bloomberg, UBS Global Wealth Management (as of 31 December 2025).

ESG leaders equities, global (+22.4%)

ESG thematic equities, water (+18.2%)

ESG leaders bonds (+10.4%)

Green bonds (+2.7%)

ESG thematic equities, alternative energy (+42.3%)

MSCI All Country World Index (+22.3%)

MDB bonds (+8.2%)

ICE BofA Global Broad Market Index (+4.0%)

European carbon credits (+23.1%)
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Refer to the Appendix for a glossary and overview of all indices referenced throughout this document.
Past performance of investments is not a guarantee of future results and the value of investments may fluctuate over time.

Please see important disclaimer at the end of this document.

Asset class overview: Performance of select SI strategies in January 2026

Sustainable investing is not a monolith, with diverging 

performance characteristics across asset classes

MSCI, S&P, ICE, and Solactive indices in USD total return, 1 January 2026 = 100. European carbon credits in EUR spot return. 
Indices used (including longer history) are referenced throughout this document.
Source: Refinitiv Datastream, Bloomberg, UBS Global Wealth Management (as of 31 January 2026).

ESG leaders equities, global (+2.9%)

ESG thematic equities, water (+4.3%)

ESG leaders bonds (+0.9%)
Green bonds (+0.6%)

ESG thematic equities, alternative energy (+6.4%)

MSCI All Country World Index (+3.0%)

MDB bonds (+0.1%)
ICE BofA Global Broad Market Index (+0.2%)

European carbon credits (-7.0%)
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Global ESG leaders equities remain in line with 

broad market in first month of 2026

The MSCI index representing global ESG leader 
companies showed comparable performance to the 
parent benchmark. Last year, the MSCI ACWI 
Selection index narrowly outperformed its parent 
benchmark.

While the global ESG leader index excludes some 
members (Apple, Amazon, and Meta) of the 
Magnificent 7, the index is overweight the Mag. 7 in 
aggregate (especially Nvidia, at +4.4pp). Last year’s 
overweight in Alphabet also contributed, as the stock 
was one of the main beneficiaries of the AI rally.

Actively managed ESG leader strategies may run into 
concentration restrictions on the Mag. 7 and 
therefore might not reflect index weights. 
Implementation selectivity is important given there is 
variance in the approaches managers apply to this 
sustainable investing approach.

2026 calendar year performance of global ESG leaders

Source: Refinitiv Datastream, UBS Global Wealth Management (as of 31 January 2026). 
Note: MSCI ‘ESG leaders’ index suite was renamed to ‘Selection’ in February 2025.

Refer to the Appendix for a glossary and overview of all indices referenced throughout this document.
Past performance of investments is not a guarantee of future results and the value of investments may fluctuate over time.

Please see important disclaimer at the end of this document.

ESG leaders equities: In line with broad market performance year-to-date

USD net total return (left axis) and delta in percentage points (right axis)

+2.9%

+3.0%

-0.05%

Performance overview

Performance overview

Equities

Equities

Fixed income

Fixed income

Other asset classes

Other asset classes

Tracking the transition

Tracking the transition

-0.5%

0.0%

0.5%

1.0%

95

100

105

110

01 Jan 08 Jan 15 Jan 22 Jan 29 Jan

YTD delta (rhs) MSCI ACWI MSCI ACWI Selection



8 of 46

Gray I Gray II Gray III Gray IV Gray V Gray VI Bronze UBS Red

Bronze Lagoon Kiwi Aubergine Sand Plum Sage Blush

Pastel

Global ESG leaders show comparable 

performance to traditional

CIO Research believes that ESG leaders indices and 
strategies aim to be sector neutral, meaning global 
performance isn’t significantly driven by sector- or 
country tilts. However, this might vary in 
implementation, where managers take a range of 
approaches.

Performance on a calendar-year basis of MSCI indices 
shows that ESG leaders have tended to perform 
similarly to their traditional counterparts, with some 
fluctuations of out- or under-performance. 

The strongest (relative) year was 2021, followed by 
the weakest in 2022, when limited energy exposure 
dragged on relative performance.

At the index level, factor exposure shows a slight 
overweight to growth and quality, and the current 
valuation premium (as measured through 12m 
forward P/E based on Refinitiv data) stands below 
historical averages. 

Calendar year performance of global ESG leaders

Source: Refinitiv Datastream, UBS Global Wealth Management (as of 31 January 2026). 
Note: MSCI ‘ESG leaders’ index suite was renamed to ‘Selection’ in February 2025.

Refer to the Appendix for a glossary and overview of all indices referenced throughout this document.
Past performance of investments is not a guarantee of future results and the value of investments may fluctuate over time.

Please see important disclaimer at the end of this document.

ESG leaders equities: Annual performance comparison with traditional index

USD net total return (including delta in percentage points per year)
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Global ESG leaders equities display comparable 

risk and return to traditional

ESG leaders indices and strategies aim to be (close to) 
sector neutral, meaning global performance isn’t 
significantly driven by sector- or country tilts. 
However, this might vary in implementation, where 
managers take a range of approaches.

Factor exposure shows a slight overweight to growth 
and quality, and the current valuation premium (as 
measured through 12m forward P/E) stands below 
historical averages.

Since 2014, MSCI ACWI ESG Leaders has had 
stronger performance than its traditional counterpart 
in eight years out of 12. 

Long-term performance of global ESG leaders

Source: Refinitiv Datastream, UBS Global Wealth Management (as of 31 January 2026). 
Note: MSCI ‘ESG leaders’ index suite was renamed to ‘Selection’ in February 2025.

Refer to the Appendix for a glossary and overview of all indices referenced throughout this document.
Past performance of investments is not a guarantee of future results and the value of investments may fluctuate over time.

Please see important disclaimer at the end of this document.

ESG leaders equities: Longer-term comparative performance for the index

USD net total return; 1 January 2014 through 31 January 2026
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Global ESG leaders valuation premium 

increasing after all-time-low in 2025

The global MSCI index representing ESG leaders 
historically traded at a forward price/earnings ratio 
premium of 4.8% on average, relative to the broader 
market. 

Between 2021 and late 2024, this index of ESG 
leaders was trading above this historical average. 
After hitting a 7.6% premium in July 2024, the 
valuation premium has rapidly declined, rebounding 
to 2.9% in January. This suggests investors may still 
be willing to pay 2.9% more for future earnings of 
companies in this ESG leaders index than for the 
broader market (19.5 versus 19.0).

This decline in valuation premium may help explain 
the total return divergence between global markets 
and ESG leaders at the start of last year: Although 
forward EPS estimates grew faster for ESG leaders, 
the multiple expansion of the broad market compared 
to that of the ESG leader index was an offset. 
Dividend yields of MSCI ACWI and MSCI ACWI 
Selection are comparable (1.7% and 1.6%, 
respectively).

Forward valuation premium of global ESG leaders

Source: Refinitiv Datastream, UBS Global Wealth Management (as of 31 January 2026). 
Note: MSCI ‘ESG leaders’ index suite was renamed to ‘Selection’ in February 2025.

Refer to the Appendix for a glossary and overview of all indices referenced throughout this document.
Past performance of investments is not a guarantee of future results and the value of investments may fluctuate over time.

Please see important disclaimer at the end of this document.

ESG leaders equities: Valuation premium showing signs of recovery

Index forward P/E ratio; 1 January 2014 through 31 January 2026
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ESG leaders continue strong EM performance, 

challenges in Europe

Regional MSCI ESG leaders indexes are more 
concentrated than the benchmark, as they invest in a 
subset of the parent. European MSCI ESG leaders 
indices have struggled over the past year, losing 
relative performance.

The MSCI USA ESG leaders index is overweight 

Microsoft (by 4.5 pps), Nvidia, and Alphabet 
compared to the parent index, delivering 1-year 
performance ahead of the parent index. 

The top 10 constituents of the MSCI Europe ESG 
leaders index make up 33% of the index, compared 

to 20% of the parent. Financials and Industrials hold 
the largest weights.

The MSCI China ESG leaders index delivered relative 
outperformance year to date and on a one-year basis. 
Outperformance of the China ESG leaders index was 
largely driven my stronger multiple expansion. Weaker 
earnings growth was the source of EM ESG leaders’ 
underperformance.

Regional ESG leaders compared to parent benchmark

Source: Refinitiv Datastream, UBS Global Wealth Management (as of 31 January 2026). 
Note: MSCI ‘ESG leaders’ index suite was renamed to ‘Selection’ in February 2025.

Refer to the Appendix for a glossary and overview of all indices referenced throughout this document.
Past performance of investments is not a guarantee of future results and the value of investments may fluctuate over time.

Please see important disclaimer at the end of this document.

ESG leaders equities: Relative performance differs across regions, and over time

Regional MSCI indices in USD net total return
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European ESG leaders’ valuation premium 

dropped quickly in 2025

Historically, companies in the MSCI index representing 
ESG leaders have traded at a forward price/earnings 
ratio premium relative to the broader market. The 
median premium sits between 4% and 6% across 
regions, with European ESG leaders typically enjoying 
the largest valuation premium. This valuation 
premium has declined rapidly since 3Q24, across 
regions. 

This decline in forward P/E ratio premium explains the 
significant underperformance of the European ESG 
leaders index over the past year (4.1% 
underperformance on a one-year basis). Where 
European ESG leaders were trading at a 14.3% 
premium in July 2024, this has dropped to a mere 
3.9% premium at the end of October 2025. The 
current premium is at the median since 2014, while 
the valuation premium in 2024 was the highest 
recorded since inception.

Valuation premium of regional ESG leaders

Source: Refinitiv Datastream, UBS Global Wealth Management (as of 31 January 2026). 
Note: MSCI ‘ESG leaders’ index suite was renamed to ‘Selection’ in February 2025.

Refer to the Appendix for a glossary and overview of all indices referenced throughout this document.
Past performance of investments is not a guarantee of future results and the value of investments may fluctuate over time.

Please see important disclaimer at the end of this document.

ESG leaders equities: Valuation premia low across the globe

Forward P/E premium of regional ESG leader indices; whiskers represent 10th and 90th percentiles since 2014
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Alternative energy had its best year since 2020, 

owing largely to rising AI power demand

Thematic investment ideas generally have more 
tracking error than broad-market indices due to 
higher sector/stock concentration in relatively fewer 
names. The higher concentration tends to result in 
more idiosyncratic risk.

An example is alternative energy, where over the 
years we’ve seen rallies and selloffs, greater rate 
sensitivity, etc. 

• The MSCI Global Alternative Energy index only 
has 71 holdings, with 28% concentrated in two 
stocks (Vestas Wind Systems and FirstSolar).

• The divergence between themes is significant, but 
typically we see a bias toward smaller 
capitalization companies in thematic indices like 
this one as compared to the broad market. 

Many thematic indices (such as alternative energy) 
have struggled compared to their benchmark in 2022-
2024, but other themes (e.g., smart grids, water 
scarcity) have done well as shown by CIO research. 

Alternative energy theme relative to benchmark and traditional energy

Source: Refinitiv Datastream, UBS Global Wealth Management (as of 31 January 2026).

Refer to the Appendix for a glossary and overview of all indices referenced throughout this document.
Past performance of investments is not a guarantee of future results and the value of investments may fluctuate over time.

Please see important disclaimer at the end of this document.

ESG thematic equities: Alternative energy rallied after “Liberation Day”

USD net total return

YTD: +2.2%

YTD: +6.5%

YTD: +12.6%
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US elections and rising rates driven by 

uncertainty have put pressure on theme

US politics: The 2024 US election result led to a drop 
in alternative energy equities. Stocks with renewables 
and clean-tech exposure traded down, with the MSCI 
Global Alternative Energy index down 8.8%. 
However, the index (and often implementation of this 
theme) tends to be invested heavily in the utilities 
sectors, which had positive performance following the 
US tariff announcements on April 2.

Yields: Because of the growth and small-cap focus of 
many of these companies, the theme has suffered as 
higher yields weighed on future cash flows. 

Artificial intelligence: Rising power demand as a 
result of AI data centers has been supportive for the 
Utilities sector and power supply chains. See for 

example, our Transformational Innovation 
Opportunity in Power and resources.

Security selection matters in this area, in particular in 
the near-to-medium term as pure-play renewable 
energy providers and diversified utilities are positioned 
differently in volatile markets. 

Alternative energy theme rallied despite pressure from higher longer-term yields

Source: Refinitiv Datastream, UBS Global Wealth Management (as of 31 January 2026).

Refer to the Appendix for a glossary and overview of all indices referenced throughout this document.
Past performance of investments is not a guarantee of future results and the value of investments may fluctuate over time.

Please see important disclaimer at the end of this document.

ESG thematic equities: Alternative energy supported by AI power demand

USD net total return (left axis) and US 10-year yield in % (right axis)
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Defensive nature of water has supported 

performance

Water is in high demand for both municipal and 
industrial use, with several structural drivers that 
support growth. Structural drivers for global water 
demand growth include continued urbanization and 
industrialization in emerging markets and population 
growth. See CIO’s Water scarcity LTI theme for more 
on the structural drivers of the theme.

The rapid expansion of data centers, which often 
require significant amounts of water for cooling, has 
supported water demand globally and is expected to 
continue to grow. 

Following the US tariff announcements on April 2, the 
performance of the S&P Global Water index has 
proven resilient. The defensive nature of the theme, 
with significant exposure to utilities and a lower 
reliance on imports, has supported performance. 
After trading sideways in the final quarter of 2025, 
the theme has had a strong start to 2026 relative to 
the broad market.

Water theme struggled to keep up with the market in Q4, strong start to 2026

Source: Refinitiv Datastream, UBS Global Wealth Management (as of 31 January 2026).

Refer to the Appendix for a glossary and overview of all indices referenced throughout this document.
Past performance of investments is not a guarantee of future results and the value of investments may fluctuate over time.

Please see important disclaimer at the end of this document.

ESG thematic equities: Water theme off to strong start in 2026

USD net total return

YTD: +3.3%

YTD: +4.3%
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Dislocation between SMID and large-cap 

performance pressured engagement

Given the highly active and concentrated nature of 
engagement strategies, there are no indices that 
represent ESG engagement equity strategies 
accurately. 

Most engagement strategies focus on small- and mid-
cap (SMID) companies, as managers have easier 
access to management teams. Nonetheless, some 
managers may still focus more on engagements with 
large-cap companies.

Market gains have been driven significantly by large-
cap companies, causing SMID to lag the broader 
market. This divergence started in 2018 but has 
accelerated since 2023. Investors in engagement 
strategies should consider this potential SMID bias, 
and may observe performance divergence from large-
cap strategies.

Small- and mid-cap stocks have struggled as rallies are driven by mega-caps

Source: Refinitiv Datastream, UBS Global Wealth Management (as of 31 January 2026).

Refer to the Appendix for a glossary and overview of all indices referenced throughout this document.
Past performance of investments is not a guarantee of future results and the value of investments may fluctuate over time.

Please see important disclaimer at the end of this document.

ESG engagement equities: Bias to small- and mid-cap challenged performance

USD net total return (left axis) and relative performance of SMID versus Large (right axis)
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Issuance of green bonds, by issuer type

Source: Refinitiv, UBS Global Wealth Management (as of 31 January 2026).

Refer to the Appendix for a glossary and overview of all indices referenced throughout this document.
Past performance of investments is not a guarantee of future results and the value of investments may fluctuate over time.

Please see important disclaimer at the end of this document.

Thematic sustainable fixed income: Corporate green bond issuance grew in ‘25

Annual issuance in USD bn

Issuance of thematic sustainable fixed income, by type

Source: Refinitiv, UBS Global Wealth Management (as of 31 January 2026).

Annual issuance in USD bn
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Increased uncertainty and higher yields drives 

performance

Thematic sustainable fixed income issuance (esp. 
green bonds) tilts to EUR-denominated, longer-tenor, 
European sovereign issuers, affecting performance. 
We have observed a slowdown in US corporate green 
bond issuance, as corporations are cognizant of the 
political landscape when issuing labeled bonds. 

Spreads have tightened to a record low over the 
recent years. Green bonds (and other labeled bonds) 
have had wider spreads than global IG, at 51bps and 
28bps respectively, with spreads briefly widening 
following the April 2 US tariff announcements and 
narrowing thereafter. 

Further, a significant share of recent issuance is by 
supranational and sovereigns, which tend to choose 
longer tenors. This market composition exposes 
investors to greater duration risk, presenting greater 
valuation losses when interest rates rise. 

Thematic sustainable fixed income performance

Source: Refinitiv Datastream, UBS Global Wealth Management (as of 31 January 2026).
For more, see the CIO Education primer: thematic sustainable fixed income (07 June 2024).

Refer to the Appendix for a glossary and overview of all indices referenced throughout this document.
Past performance of investments is not a guarantee of future results and the value of investments may fluctuate over time.

Please see important disclaimer at the end of this document.

Thematic sustainable fixed income: Spread compression drove performance

USD net total return

YTD: +0.25%

YTD: +0.65%
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Spreads of green bonds at lowest levels since 

2018

Thematic sustainable fixed income issuance (esp. 
green bonds) tilts to EUR-denominated, longer-tenor, 
European sovereign issuers, affecting performance. 
We have observed a slowdown in US corporate green 
bond issuance, as corporations are cognizant of the 
political landscape when issuing labeled bonds. 

Spreads have tightened to a record low over the 
recent years. Green bonds (and other labeled bonds) 
have had wider spreads than global IG, at 51bps and 
28bps respectively, with spreads briefly widening 
following the April 2 US tariff announcements and 
narrowing thereafter. 

Further, a significant share of recent issuance is by 
supranational and sovereigns, which tend to choose 
longer tenors. This market composition exposes 
investors to greater duration risk, presenting greater 
valuation losses when interest rates rise. 

Green bond spreads have tightened since brief “Liberation Day” spike

Source: Refinitiv Datastream, UBS Global Wealth Management (as of 31 January 2026). 
For more, see the CIO Education primer: thematic sustainable fixed income (07 June 2024).

Refer to the Appendix for a glossary and overview of all indices referenced throughout this document.
Past performance of investments is not a guarantee of future results and the value of investments may fluctuate over time.

Please see important disclaimer at the end of this document.

Thematic sustainable fixed income: Spreads narrowed further in third quarter

Option-adjusted spread (OAS) in basis points
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MDB yield curve sits between 10 and 20 bps 

above US Treasuries

CIO sees Multilateral Development Banks as an asset 
class that offers an appealing risk-return profile, 
particularly in a scenario where economic growth 
could weaken further and as major central banks 
continue to lower policy rates. 

Following a White House executive order, all 
international intergovernmental organizations with US 
membership will be reviewed. Markets are still 
awaiting the outcome of this review as a full US 
withdrawal poses downside risk to the credit profile. 
However, MDBs are likely to have continued support 
from other members and maintain a strong 
standalone credit profile. For more, see the CIO 
Research publication Assessing the impact of the US 
MDB membership review (12 February 2025).

The yield curve for MDB bonds closely follows the US 
Treasury yield curve, where MDB bonds provide 
slightly higher yields than US Treasuries. This spread 
ranges from 5 to 30 basis points across the cycle.

Global multilateral development bank bond performance

Source: Refinitiv Datastream, Bloomberg, UBS Global Wealth Management (as of 31 January 2026).
For more, see the CIO Education primer: Multilateral Development Banks (26 September 2024).

Refer to the Appendix for a glossary and overview of all indices referenced throughout this document.
Past performance of investments is not a guarantee of future results and the value of investments may fluctuate over time.

Please see important disclaimer at the end of this document.

MDB bonds: Close ties to US yield curve with small liquidity premium 

USD net total return

YTD: -0.28%

YTD: +0.08%
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MDB yield curve sits between 10 and 20 bps 

above US Treasuries

CIO sees Multilateral Development Banks as an asset 
class that offers an appealing risk-return profile, 
particularly in a scenario where economic growth 
could weaken further and as major central banks 
continue to lower policy rates. 

Following a White House executive order, all 
international intergovernmental organizations with US 
membership will be reviewed. Markets are still 
awaiting the outcome of this review as a full US 
withdrawal poses downside risk to the credit profile. 
However, MDBs are likely to have continued support 
from other members and maintain a strong 
standalone credit profile. For more, see the CIO 
Research publication Assessing the impact of the US 
MDB membership review (12 February 2025).

The yield curve for MDB bonds closely follows the US 
Treasury yield curve, where MDB bonds provide 
slightly higher yields than US Treasuries. This spread 
ranges from 5 to 30 basis points across the cycle.

USD yields on US Treasury and World Bank bonds

Source: Refinitiv Datastream, UBS Global Wealth Management (as of 31 January 2026). 
For more, see the CIO Education primer: Multilateral Development Banks (26 September 2024).

Refer to the Appendix for a glossary and overview of all indices referenced throughout this document.
Past performance of investments is not a guarantee of future results and the value of investments may fluctuate over time.

Please see important disclaimer at the end of this document.

MDB bonds: Close ties to US yield curve with small liquidity premium 

Yields as of 31 January 2026
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Closer tracking of traditional counterpart in 

recent years

Much of the performance lag between indices 
tracking ESG leader corporate bonds and the 
traditional counterpart incurred prior to 2020. Since 
2020, performance of the ESG leaders bond index has 
tracked the traditional counterpart more closely, with 
reduced tracking error. 

The market remains focused on President Trump's 
policy priorities and policy sequencing. Although the 
US economy and the labor market continue to display 
resilience, in recent weeks the uncertainty associated 
with tariffs, migration, tax, federal spending cuts and 
regulatory policies has started to weigh on sentiment 
surveys. According to CIO Research, the market has 
fluctuated between pricing one more Fed rate cut to 
now over two, and a terminal policy rate slightly 
below 4%.

ESG leader corporate bonds performance

Source: Bloomberg, UBS Global Wealth Management (as of 31 January 2026).

Refer to the Appendix for a glossary and overview of all indices referenced throughout this document.
Past performance of investments is not a guarantee of future results and the value of investments may fluctuate over time.

Please see important disclaimer at the end of this document.

ESG leader bonds: Sustainable alternatives show similar performance

USD net total return

YTD: +0.87%

YTD: +0.87%
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European carbon market volatility continues, 

constructive on medium term

European regulatory carbon allowance prices have 
been on an uptrend, with prices topping EUR 85 per 
ton in December for the first time since 2023. The 
European carbon credits sold off in January, following 
policy uncertainty around revamping the system.

CIO Research views last year’s rally as partially driven 
by sentiment, as the market sees fundamentals 
improving this year. Investment funds have been 
positioned opportunistically, with net long positions 
rapidly increasing in the third and fourth quarter.

The European Carbon Border Adjustment Mechanism 
(CBAM) has gone into effect in 2026, meaning 
importers in six carbon-intense industries will need to 
purchase carbon allowances, further supporting prices 
(all else equal).

As of 2026, approximately 28% of global emissions 
are subject to some price on carbon (whether an 
emissions trading system or a carbon tax). The 
Chinese market is the largest by absolute emissions 
covered, but the European market is the largest by 
activity. 

Development of EU regulatory carbon price

Source: Refinitiv Datastream, UBS Global Wealth Management (as of 31 January 2026).
For more, see the Sustainable investing in carbon markets primer by CIO (20 July 2023).

Refer to the Appendix for a glossary and overview of all indices referenced throughout this document.
Past performance of investments is not a guarantee of future results and the value of investments may fluctuate over time.

Please see important disclaimer at the end of this document.

Carbon markets: EU ETS sold off in January following increased policy risk

EUR per ton of CO2
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CIO Research expects positive support for 

European carbon prices later this year

European regulatory carbon allowance prices have 
been on an uptrend, with prices topping EUR 85 per 
ton in December for the first time since 2023. The 
European carbon credits sold off in January, following 
policy uncertainty around revamping the system.

The strong inverse correlation to the relative price of 
coal versus natural gas (as seen in early 2025 when 
natural gas prices fell) has weakened since the third 
quarter of this year. CIO Research identifies slowing 
economic activity, as well as trade tensions, as 
potential headwinds for the European carbon market.

Front-month European natural gas prices rose quickly 
(~30%) in January as the month was colder than 
expected, while gas inventories are already relatively 
low. Simultaneously, indications that the European 
Commission is exploring weakening the EU ETS led to 
a sell-off of European carbon credits.

Auction supplies were reduced in September for 12 
months, which should be a positive driver for 
European carbon prices as the market shifts into a 
larger deficit. 

Development of EU regulatory carbon price and price of coal relative to natural gas

Source: Refinitiv Datastream, UBS Global Wealth Management (as of 31 January 2026). 
For more, see the Sustainable investing in carbon markets primer by CIO (20 July 2023).

Refer to the Appendix for a glossary and overview of all indices referenced throughout this document.
Past performance of investments is not a guarantee of future results and the value of investments may fluctuate over time.

Please see important disclaimer at the end of this document.

Carbon markets: EU ETS volatility remains, positive support expected

EUR per ton of CO2 (left axis) and price of coal per ton relative to natural gas per MWh (right axis)
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Sustainable funds assets under management

Source: Morningstar, UBS Global Wealth Management (as of December 2025).

Refer to the Appendix for a glossary and overview of all indices referenced throughout this document.
Past performance of investments is not a guarantee of future results and the value of investments may fluctuate over time.

Please see important disclaimer at the end of this document.

Sustainable fund flows: Record assets in sustainable investing funds

USD bn

Flows into sustainable funds, by region

Source: Morningstar, UBS Global Wealth Management (as of December 2025).

USD bn

This tracks overall assets under management in sustainable investing funds classified by Morningstar. European domiciled funds make up over 80% of 
invested assets in these strategies. Equity funds also make up over three-quarters of both number of funds offered and total assets invested. The 
significant outflows in 3Q and 4Q25 are explained by a move of USD 48bn and 20bn to privately managed ESG mandates, not tracked by Morningstar.
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Tracking the transition
The transition to a low-carbon economy is a key focus area: 
We track the latest on global temperature rise and the policy 
and consumer response. For the full transition coverage, see 
Investing in the transition.

https://secure.ubs.com/public/api/v2/investment-content/documents/BUOEnTstFJgD-OIWEH8lXA?apikey=1AS8wxGGWLjxy6J92ees52Uz5ZrWmy6m
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Global temperatures in 2025 were lower than 

2024, owing to a cooler summer

2024 was the hottest year on record, with 2025 being 
slightly cooler. It was the first year in which global 
temperatures exceeded 1.5°C above pre-industrial 
levels. Climate scientists highlight that human activity 
is the key driver of the record temperatures, but 
weather factors like El Niño also contributed to the 
record year.[1]

Regional differences exist: Europe has, on multiple 
occasions, already exceeded 1.5°C of warming in a 
year. The objective of the Paris Agreement is to limit 
long-term warming to 1.5°C above pre-industrial 
levels, with limited temperature overshoot. This 
means that one year of temperature overshoot does 
not imply the goal was missed.

This matters: global warming above 1.5°C poses 
significant risk to food security (lower crop yields), 
human health (heat-related mortality), water supply, 
and water stress (drought and sea level rise), 
potentially affecting portfolios and livelihoods.[2]

Global average surface temperatures continue inching higher

Source: NCEP Climate Forecast System (CFS), CFS Reanalysis, Climate Reanalyzer, UBS Global Wealth Management (as of 31 January 2026).

[1] Copernicus Climate Center: https://climate.copernicus.eu/copernicus-2024-first-year-exceed-15degc-above-pre-industrial-level 
[2] United Nations: https://www.un.org/en/climatechange/science/causes-effects-climate-change

Please see important disclaimer at the end of this document.

Temperature rise: 2025 slightly cooler, 2026 starts cooler than previous years

Surface temperature in degrees Celsius (°C)
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Costly extreme weather events increase, 

physical climate risk starts materializing

Last year, the US experienced 23 extreme weather 
events for which the cost exceeded USD 1bn, 
primarily severe storms. The number of severe storms 
globally and their associated cost (a proxy for severity) 
has been trending upwards in recent years. 

The total global cost of extreme weather events in 
2024 was almost USD 370bn, which includes 
estimates of the costs associated with hurricanes 
Helene and Milton. Costly extreme weather events are 
becoming more commonplace: global natural 
catastrophe costs exceeded USD 300bn every year 
since 2016.

Takeaway: increased extreme weather events may 
affect company asset values, insurance premiums, and 
business continuity. Munich RE estimates that only 
40% of economic losses associated with extreme 
weather events were covered by insurance. [1]

United States economic losses from natural disasters

Source: Climate Central, UBS Global Wealth Management (through June 2025).

[1] Munich RE: https://www.munichre.com/en/company/media-relations/media-information-and-corporate-news/media-information/2025/natural-disaster-figures-2024.html 
Please see important disclaimer at the end of this document.

Climate risk: Extreme weather events are increasing in both frequency and cost

Inflation-adjusted cost in USD bn
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https://www.munichre.com/en/company/media-relations/media-information-and-corporate-news/media-information/2025/natural-disaster-figures-2024.html
https://www.munichre.com/en/company/media-relations/media-information-and-corporate-news/media-information/2025/natural-disaster-figures-2024.html
https://www.munichre.com/en/company/media-relations/media-information-and-corporate-news/media-information/2025/natural-disaster-figures-2024.html
https://www.munichre.com/en/company/media-relations/media-information-and-corporate-news/media-information/2025/natural-disaster-figures-2024.html
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Small number of countries responsible for 

majority of global emissions

The five largest emitters—China, the United States, 
the European Union, India, and Russia—account for 
60% of global emissions.

There are notable differences between countries, 
indicating that a uniform approach to emission 
reduction is ineffective. Nations are at various stages 
in their transition, with progress differing across 
sectors.

China’s relatively low transportation emissions 
suggest that rapid adoption of electric vehicles could 
help reduce future emissions in this sector.

Key point: The transition affects sectors and regions 
unevenly, so investment opportunities will develop at 
different rates. According to CIO Research, a 
comprehensive, all-encompassing strategy is 
necessary for investing in the transition. For more 
details, see the CIO report: Investing in the transition 
(03 January 2025).

Sector distribution of global emissions and top five polluters (60% of total)

Width of columns denotes share of emissions of the top five polluters, which make up 60% of total global emissions.
Source: World Resources Institute, CAIT Climate Data, UBS Chief Investment Office (2025).

Please see important disclaimer at the end of this document.

Global emissions: Electricity main culprit, industrial processes harder to abate

Percentage (%) of total emissions, excluding land use change and forestry

0%

20%

40%

60%

80%

100%

Global

Electricity & Heat Industrial Processes & Construction Transportation Agriculture Buildings Others

India EU-27United StatesChina Russia

Performance overview

Performance overview

Equities

Equities

Fixed income

Fixed income

Other asset classes

Other asset classes

Tracking the transition

Tracking the transition

https://secure.ubs.com/public/api/v2/investment-content/documents/BUOEnTstFJgD-OIWEH8lXA?apikey=1AS8wxGGWLjxy6J92ees52Uz5ZrWmy6m


30 of 46

Gray I Gray II Gray III Gray IV Gray V Gray VI Bronze UBS Red

Bronze Lagoon Kiwi Aubergine Sand Plum Sage Blush

Pastel

Critical mineral demand from transition 

solutions continues to rise

Minerals like copper, graphite, and nickel are key 
ingredients for the transition to a low-carbon 
economy for solutions like renewable power and 
electric vehicles. As renewables penetration increases 
across the globe, and investments in grids and 
batteries increase to meet AI power demand, demand 
for these minerals is expected to grow.[1]

Graphite, cobalt, and lithium each see a large share of 
total demand coming from electric vehicles and 
associated parts (20%, 30%, and 53%, respectively). 

Rare earth elements (rare earths), which have been in 
focus as part of US-China trade tensions, also have 
key transition applications. 

Takeaway: Critical mineral demand is expected to 
grow as a result of electrification and renewable 
power capacity growth. Concentration of supply 
chains and sensitivity to global trade tensions may 
drive volatility in associated markets.

Significant share of critical mineral demand driven by transition solutions

Note: Rare earth elements (rare earths) included in this analysis are praseodymium, neodymium, terbium, and dysprosium.

Source: International Energy Agency, UBS Global Wealth Management (2025).

[1] International Energy Agency: https://www.iea.org/reports/global-critical-minerals-outlook-2025
Please see important disclaimer at the end of this document.

Critical minerals: Transition solutions support demand growth

Share of mineral demand from various transition solutions, per mineral (including 2024 demand)
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Renewables accounted for 37% of the 

electricity mix in China in 2025

Renewable energy continues to achieve record levels 
within the electricity mix across many countries. In 
2025, China’s electricity generation from fossil fuels 
dropped slightly, while renewables continued to 
increase their market share. 

China’s power generation and demand has grown 
rapidly, doubling from 5,000 TWh in 2012 to 10,400 
TWh in 2025. In recent years, this generation 
expansion has largely been enabled by renewables. 
This trend may persist, as solar and wind accounted 
for 85% of new capacity additions in the past two 
years.

Takeaway: With electricity demand expected to rise 
significantly owing to advances in AI and ongoing 
electrification, the shift toward low-carbon electricity 
may increase the risk of stranded assets for fossil fuel 
operators, especially those reliant on coal, over the 
medium to long term. For further insights, refer to the 
Energy Transition(s) long-term investment theme from 

CIO Research.

Electricity mix of Mainland China

Source: Ember, UBS Global Wealth Management (through December 2025).

Please see important disclaimer at the end of this document.

Greener grids: China fossil fuel power generation dropped  in 2025

Electricity generation in TWh (left axis) and share of renewables (right axis)
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Source: Ember, UBS Global Wealth Management (as of December 2025).
Please see important disclaimer at the end of this document.

Greener grids: Electricity mix changes at a different pace across the globe
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Global electricity capacity growth is driven by 

renewables

In 2024, nearly 90% of the new electricity capacity 
added worldwide came from renewable energy 
sources. Although fossil fuel capacity additions remain 
positive, they have declined considerably in recent 
years.

Net capacity additions accounted for 7.5% of the 
total power generation capacity last year, indicating 
that a large portion of global electricity still relies on 
non-renewable sources. China continues to lead in 
both installed capacity and capacity growth.

Takeaway: According to CIO Research, investing in 
renewable energy infrastructure is an attractive 
opportunity owing to decreasing technology costs, 
the ongoing shift toward decarbonization, and 
increasing support from government policies and 
public funding. For more details, refer to CIO’s Power 
and resources TRIO.

Global electricity generation capacity additions

Source: Ember, UBS Global Wealth Management (2025).

Please see important disclaimer at the end of this document.

Greener grids: Renewables are driving electricity capacity additions

Capacity additions by source, in GW
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Renewables account for 87% of new capacity 

additions in the United States in 2025

New power plants in 2025 across the United States, by type

Note: State color denotes the winning party in the 2024 presidential elections, where red/blue represent a Republican/Democrat victory, respectively.
Source: U.S. Energy Information Administration, UBS Global Wealth Management (as of December 2025).

[1] U.S. Energy Information Agency: https://www.eia.gov/electricity/data/eia860M/ 
Please see important disclaimer at the end of this document.

Greener grids: US electricity capacity growth driven by renewables

Bubbles represent new (or planned) power plants in the US for 2025, bubble size denotes capacity in MW

Data from the U.S. Energy Information Administration 
suggests over 39 Gigawatts (GW) of additional power 
generation capacity has been added to the American 
grid by the end of 2025.[1] Of this new capacity, 87% 
came from renewable electricity sources. Furthermore, 
over 15 GW of battery capacity was installed.

A significant share of new renewable projects are 
developed in Texas, where 8 GW of solar capacity 
was added to the grid in 2025, as well as 2 GW of 
wind capacity and 5.5 GW of battery capacity. This is 
five times as much renewable energy capacity as 
California added, the next largest developer of 
renewable electricity projects.

CIO Research sees US electricity demand rising 
rapidly, driven by AI data center growth, industrial 
reshoring, and electrification. For more details, refer 
to CIO’s Power and resources TRIO.
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Corporate commitments to decarbonize 

continue, results need to follow

Science-backed commitments to decarbonization are 
positive, yet the true test lies in companies’ capacity 
to execute these plans and meet their goals. For 
instance, tech firms have faced challenges in 
achieving their decarbonization targets, with 
emissions rising sharply owing to the expansion of AI. 
For more details, refer to CIO Research’s Sustainable 
investing perspectives (07 June 2024).

There is notable concentration in the Industrials 

sector, where approximately 4,000 companies have 
approved decarbonization targets and an additional 
1,100 have made related commitments. This sector 
accounts for nearly one-third of all such efforts.

Takeaway: Businesses are refining their 
decarbonization strategies to focus on feasible 
objectives. The sustained commitment signals 
potential investment opportunities in supporting 
solution providers; for example, commitments in real 
estate suggest prospects for HVAC companies.

Companies with science-based GHG emissions reduction targets

Source: Science Based Targets Initiative, UBS Global Wealth Management (as of January 2026).

Please see important disclaimer at the end of this document.

Decarbonization commitments: New targets slowing, validations on the rise

Number of companies with decarbonization commitments or verified targets
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EV sales growth remains in China, rebound in 

United States and Germany after slowdown

The global EV market, including plug-in hybrids, is 
likely to remain the fastest-growing segment of the 
auto market moving forward, but regional differences 
persist.[1] According to BNEF data, EV sales in China 
grew 38% in 2024, with almost 4 million EVs sold 
during 4Q24. Growth continued in 2Q25, with sales 
increasing 30% relative to last year’s first quarter.

Near-term demand faces challenges in the US and in 
some European markets. President Trump’s 
suspension of the USD 5bn EV charging infrastructure 
program will likely hurt further growth. 

US EV sales were flat in 2Q25 relative to 2Q24, with 
sales in Germany increasing 51%. Sales in the rest of 
the world grew by 41% in the second quarter.

Takeaway: Selectivity remains important in the 
global EV supply chain, as geopolitical and tariff 
pressures continue. See CIO Research’s Smart mobility 
LTI theme for more.

Electric vehicle sales globally and in key markets

Source: BloombergNEF, UBS Global Wealth Management (2025).

[1] BloombergNEF: https://about.bnef.com/insights/clean-transport/global-electric-vehicle-sales-set-for-record-breaking-year-even-as-us-market-slows-sharply-bloombergnef-finds/ 
Please see important disclaimer at the end of this document.

Electric vehicles: Growth continues in China, fewer incentives in US and EU

Number of EVs sold per quarter across regions
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Increasing availability of charging infrastructure 

drives EV adoption

The availability and accessibility of public charging 
stations play a crucial role in encouraging EV adoption 
by helping to alleviate “range anxiety.” China, with 
nearly 3 million public chargers serving 24 million EVs, 
ranks third globally in charger availability, following 
South Korea and The Netherlands. In contrast, the 
United States has about 175,000 public chargers for 
close to 5 million EVs.

According to BloombergNEF, as the proportion of 
electric vehicles increases, investments ranging from 
USD 1.6 to 2.5 trillion will be necessary to expand 
charging infrastructure by 2050.

Takeaway: A comprehensive charging infrastructure 
is essential for boosting EV adoption. Expanding 
charging networks alongside greater affordability 
might facilitate the medium-term shift in 
transportation. For further insights, refer to CIO 
Research’s Smart mobility long-term investment 
theme.

EV adoption goes hand-in-hand with charging infrastructure

Source: BloombergNEF, UBS Global Wealth Management (2025).

Please see important disclaimer at the end of this document.

Electric vehicles: Buildout of charging networks needed to facilitate EV growth

EVs and public chargers per 100,000 population; bubble size represents population size
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Value of natural capital is increasingly 

recognized as financially relevant

CIO views nature as a vital pillar for the global 
economy, with over half of worldwide GDP reliant on 
healthy ecosystems—yet the importance of natural 
capital is frequently underestimated amid accelerating 
biodiversity loss. As businesses encounter growing 
operational, supply chain, and reputational risks, 
many are turning to nature-based solutions to 
enhance resilience and discover new prospects.

Given the significant financial impact of nature-
related risks, investors are paying closer attention to 
companies tackling biodiversity decline. Industries 
heavily dependent on ecosystem services include 
agriculture, mining, and construction.

Takeaway: Investing in nature is still in its infancy, 
with risks and opportunities varying greatly by 
location. Consequently, investment approaches are 
often customized, and measurement standards 
continue to develop. 

For further information, see the CIO Research 
publication ‘An introduction to nature investing’ (06 
June 2025).

Sectors most dependent on ecosystem services

Source: ENCORE, UBS Chief Investment Office (2025).

Please see important disclaimer at the end of this document.

Nature: Impact of natural capital cuts across many sectors

Top 10 sector dependencies on nature ecosystems, weighted by materiality
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Increased focus on transition presents 

opportunity for investors

CIO Research shows that the transition to a low-
carbon economy presents one of the largest 
investment opportunities of the current decade. It also 
is an incredibly complex challenge. Already 
accounting for two-thirds of the estimated total 
energy investment in 2024, the about USD 2 trillion 
being invested in clean energy annually needs to more 
than double by 2030 to achieve climate targets, 
according to IEA.

Historically, climate-focused investors have primarily 
addressed the transition through investments in 
climate solutions, including renewables. We observe 
an increasing interest in investments aligned with 
transitioning assets, as shown by MSCI data.

Takeaway: The transition to a low-carbon economy 
is a secular trend, that will play out across every sector 
and region and will affect every asset class. The 
holistic nature of the low-carbon transition lends itself 
to a portfolio approach, with cross-asset strategies 
offering diverse channels to capture opportunities. For 
more details, see the CIO Research report: Investing in 
the transition (03 January 2025).

Transition solutions have driven growth of assets in climate investment strategies

Source: MSCI, UBS Global Wealth Management (2025).

Please see important disclaimer at the end of this document.

Investment solutions: Market for transition funds has grown in recent years

Assets under management for public markets, cumulative assets raised in private markets (both in USD bn)
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Please see important disclaimer at the end of this document.

How to invest: Thinking about the transition in a portfolio context

Transition 
leaders

Transition 
solutions

Transition 
improvers

Companies with a low emissions intensity 
(low-carbon leaders). Prioritizes excluding 
the most carbon-intense investments and 
adjusts portfolio weights to reach a lower 
portfolio-level carbon intensity.

May help in minimizing future portfolio 
transition risk but does not drive real 
economy decarbonization.

Companies that are facilitating the 
transition to the low-carbon economy. 
Prioritizes investing in companies that offer 
solutions to tackling climate change or the 
effects thereof, rather than optimizing for 
portfolio-level carbon intensity.

Themes of interest include but are not 
limited to: Energy transition(s) and Smart 
mobility.

Targeted investments in companies that 
have future decarbonization potential. 
Often prioritizes carbon-intense sectors 
and carbon-intense companies within 
sectors, utilizing active ownership to drive 
real economy decarbonization.

May have a higher carbon footprint today 
but can be a driver of real economy 
decarbonization.

Each of these approaches will result in distinct biases compared to a given benchmark, both on the equity and fixed income side. 
By selecting investment ideas across all three, investors can manage overall portfolio skews and manage risk and return potential. 

For more details, see the CIO Research report: Investing in the transition (03 January 2025).
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Glossary

Please see important disclaimer at the end of this document.

Building block Description

ESG engagement equities Strategies where equity fund managers aim to actively engage company management to improve corporate performance on ESG issues and 
opportunities.

ESG engagement high yield bonds Strategies where fixed income fund managers aim to actively engage company management to improve corporate performance on ESG issues and 
opportunities. 

ESG improvers equities Strategies that invest predominantly in equities of companies that are improving at managing a range of critical ESG issues. 

ESG leaders corporate bonds Strategies that invest predominantly in bonds of companies that manage a range of critical ESG issues and seize ESG opportunities better than their 
competitors. 

ESG leaders equities Strategies that predominantly invest in equities of companies that manage a range of critical ESG issues and seize ESG opportunities better than 
their competitors. 

ESG thematic equities Strategies that invest predominantly in equities of companies that sell products or services that tackle a particular environmental or social challenge, 
and/or whose businesses are particularly good at managing a single ESG topic or factor, such as gender equality. 

Multilateral development bank bonds Strategies that invest predominantly in bonds issued by MDBs, such as the World Bank directly or via passive or actively managed solutions. 
Proceeds are directed with the intent to generate positive environmental and/or social impact through development finance. 

Sustainable municipal bonds Strategies that invest predominantly in municipal bonds whose proceeds are designated to fund projects with specific social and environmental 
objectives.

Thematic sustainable fixed income Strategies that invest predominantly in bonds that finance environmental and/or social projects and activities, as well as a transition process toward 
stronger ESG credentials. Investments can be implemented through individual securities or through passively or actively managed solutions. Bond 
investments in this asset class include green, social, sustainability and sustainability-linked bonds issued by public sector and corporate borrowers. 

Sustainable investing A set of investment strategies that incorporate material environmental, social, and governance considerations into investment decisions. These 
strategies usually seek to fulfill one or more of the following objectives: 1) achieve a positive environmental or social impact alongside financial 
returns; 2) align investments with personal values; and 3) improve portfolio risk-return characteristics.

Sustainability focus When selecting an investment opportunity, sustainable investing considers environmental, social and governance issues alongside financial criteria. 
UBS provides knowledge, advisory and investment solutions for people looking to pursue a sustainable investing approach in their portfolios.

Impact investing Investing with the explicit intent to generate a measurable and verifiable positive environmental and social impact alongside competitive financial 
returns. Examples include growth equity and venture capital strategies that invest in companies whose business models address specific 
sustainability challenges; equity and bond strategies with a focus on active engagement with public companies that are prioritizing sustainability 
outcomes; and bringing additional investment to multilateral development bank bonds focused on sustainable development activities.

These building blocks refer to approaches an investment strategy can take using sustainability information rather than a specific basket of securities. These approaches are presented and defined by UBS Global Wealth 
Management and may not reflect standard industry terminology or practice. 
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Refer to the Appendix for a glossary and overview of all indices referenced throughout this document.
Past performance of investments is not a guarantee of future results and the value of investments may fluctuate over time.

Please see important disclaimer at the end of this document.

Indices referenced in this document
Index Section Description

MSCI ACWI ESG leaders equities, ESG engagement equities Large and mid cap representation across developed and emerging markets. Represents the global investable equity opportunity set.

MSCI ACWI Selection ESG leaders equities Targets 50% free float-adjusted market capitalization of the parent index (MSCI ACWI), based on ESG criteria.

MSCI USA ESG leaders equities Large and mid cap representation of the US market. Represents the US investable equity opportunity set.

MSCI Europe ESG leaders equities Large and mid cap representation of the European market. Represents the European investable equity opportunity set.

MSCI Asia Pacific ESG leaders equities Large and mid cap representation of the Asia-Pacific market. Represents the Asia-Pacific investable equity opportunity set.

MSCI China ESG leaders equities Large and mid cap representation of the Chinese market. Represents the Chinese investable equity opportunity set.

MSCI Emerging Markets ESG leaders equities Large and mid cap representation of Emerging Markets. Represents the EM investable equity opportunity set.

MSCI USA Selection ESG leaders equities Targets 50% free float-adjusted market capitalization of the parent index (MSCI USA), based on ESG criteria.

MSCI Europe Selection ESG leaders equities Targets 50% free float-adjusted market capitalization of the parent index (MSCI Europe), based on ESG criteria.

MSCI Asia Pacific Selection ESG leaders equities Targets 50% free float-adjusted market capitalization of the parent index (MSCI Asia Pacific), based on ESG criteria.

MSCI China Selection ESG leaders equities Targets 50% free float-adjusted market capitalization of the parent index (MSCI China), based on ESG criteria.

MSCI Emerging Markets Selection ESG leaders equities Targets 50% free float-adjusted market capitalization of the parent index (MSCI Emerging Markets), based on ESG criteria.

MSCI World ESG leaders equities Large and mid cap representation across developed markets. Represents the developed market investable equity opportunity set.

MSCI World Selection ESG leaders equities, ESG thematic equities Targets 50% free float-adjusted market capitalization of the parent index (MSCI World), based on ESG criteria.

MSCI Global Alternative Energy ESG thematic equities Large, mid, and small cap companies that derive at least 50% of their revenues from products/services in alternative energy.

MSCI World Energy ESG thematic equities Targets all companies classified in the Energy sector (based on GICS sector) in the parent index (MSCI World).

S&P Global Broad Market Index ESG thematic equities Large, mid, and small cap companies across developed and emerging markets. Represents the global investable equity opportunity set.

S&P Global Water Index ESG thematic equities Targets 100 companies that are involved in water-related businesses (Water Utilities & Infrastructure and Water Equipment & Materials).

MSCI ACWI SMID ESG engagement equities Small and mid cap representation across developed and emerging markets. Most engagement strategies target small and mid cap companies.

MSCI ACWI Universal ESG improvers equities Targets a subset of the parent index (MSCI ACWI), based on ESG criteria. Reweighted based on ESG rating and ESG rating trend.

ICE BofA Global Broad Market Index Thematic sustainable fixed income Investment grade debt, constituting sovereign, quasi-government, corporate, securitized and collateralized securities.

ICE BofA Green Bond Index Thematic sustainable fixed income Investment grade debt, constituting sovereign, quasi-government, corporate, securitized and collateralized securities, qualified for green purposes.

Bloomberg U.S. Treasury 5-10 MDB bonds U.S. Treasury bonds with a maturity of 5 to 10 years.

Solactive Global MDB Bond USD 5-10 MDB bonds Bonds issued by multilateral development bank bonds, with a maturity of 5 to 10 years.

Bloomberg Global Aggregate Corporate Index ESG leaders bonds Investment grade debt issued by corporations across developed and emerging markets.

Bloomberg MSCI Global Corporate Sustainability Index ESG leaders bonds Investment grade debt issued by corporations across developed and emerging markets with strong ESG ratings.

European carbon credits Carbon markets European Union Allowance (EUA) for carbon emissions per ton of CO2, nearest future (monthly continuation).

Coal Carbon markets Rotterdam coal futures, nearest future (monthly continuation).

Natural gas Carbon markets Dutch TTF natural gas futures, nearest future (monthly continuation).
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Disclaimer

Information About Sustainable Investing Strategies

Sustainable investing strategies aim to incorporate environmental, social and governance (ESG) considerations into investment process and portfolio construction. Strategies across geographies and styles approach ESG analysis and incorporate the 
findings in a variety of ways. The returns on portfolios consisting primarily of sustainable investments may be lower or higher than portfolios where ESG factors, exclusions, or other sustainability issues are not considered, and the investment 
opportunities available to such portfolios may also differ.

Sustainable investing strategies aim to consider and incorporate environmental, social and governance (ESG) factors into investment process and portfolio construction. Strategies across geographies and styles approach ESG analysis and incorporate the 
findings in a variety of ways. Incorporating ESG factors or Sustainable Investing considerations may inhibit the portfolio manager’s ability to participate in certain investment opportunities that otherwise would be consistent with its investment objective 
and other principal investment strategies. The returns on a portfolio consisting primarily of sustainable investments may be lower or higher than portfolios where ESG factors, exclusions, or other sustainability issues are not considered by the portfolio 
manager, and the investment opportunities available to such portfolios may also differ. Companies may not necessarily meet high performance standards on all aspects of ESG or sustainable investing issues; there is also no guarantee that any company 
will meet expectations in connection with corporate responsibility, sustainability, and/or impact performance.

The ability to implement the approaches to sustainable investing will depend on the product or service selected; they are not available for all products, services or accounts offered through UBS.

Important information

As a firm providing wealth management services to clients, UBS Financial Services, Inc is registered with the U.S. Securities and Exchange Commission (SEC) as an investment adviser and a broker-dealer, offering both investment advisory and brokerage 
services. Advisory services and brokerage services are separate and distinct, differ in material ways and are governed by different laws and separate contracts. It is important that you carefully read the agreements and disclosures UBS provides to you 
about the products or services offered. For more information, please visit our website at www.ubs.com/workingwithus.

UBS 2025. All rights reserved. UBS Financial Services Inc. is a subsidiary of UBS AG. Member FINRA/SIPC.

There are two sources of UBS research. Reports from the first source, UBS CIO Global Wealth Management, are designed for individual investors and are produced by UBS Global Wealth Management (which includes UBS Financial Services Inc. and UBS 
International Inc.). The second research source is UBS Group Research, whose primary business focus is institutional investors. The two sources operate independently and may therefore have different recommendations. The various research content 
provided does not take into account the unique investment objectives, financial situation or particular needs of any specific individual investor. If you have any questions, please consult your Financial Advisor. UBS Financial Services Inc. is a subsidiary of 
UBS AG and an affiliate of UBS International Inc.

International investments involve considerations and potential risks not typically associated with domestic securities, including risks associated with changes in currency values, economic, political and social conditions, loss of market liquidity, the 
regulatory environment of the countries which a fund invests, and difficulties in receiving current or accurate information.

Emerging market investments involve risk of capital loss from unfavorable fluctuation in currency values, from differences in generally accepted accounting principles, from economic or political instability in other nations or increased volatility and lower 
trading volume.
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Disclaimer

Hong Kong / Singapore: For Global Wealth Management clients of UBS AG Singapore / Hong Kong branch, please refer to the HK/SG Marketing Material Disclaimer.

This document is prepared and published by the Global Wealth Management business of UBS Switzerland AG (regulated by FINMA in Switzerland), its subsidiaries or its affiliates ("UBS"), part of UBS Group AG ("UBS Group"). UBS Group includes 
former Credit Suisse AG, its subsidiaries, branches and affiliates. In the USA, UBS Financial Services Inc. is a subsidiary of UBS AG and a member of FINRA/SIPC. Additional Disclaimer relevant to Credit Suisse Wealth Management follows at the end of 
this section.

This document and the information contained herein are provided solely for your information and UBS marketing purposes. Nothing in this document constitutes investment research, investment advice, a sales prospectus, or an offer or 
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.

© UBS 2026. The key symbol and UBS are among the registered and unregistered trademarks of UBS. All rights reserved.
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Disclaimer

About the Authors: The authors of this marketing document transitioned from CIO Investment Office to CIO Global Investment Management on 1 July 2025. This document constitutes sales and education content, not a research report, and it is not 
developed or held to the standards applicable to independent research. This document may include references to previous Investment Research publications by the authors.

Purpose of this document: This is marketing material intended to help you understand services and investments we offer. It should be used solely for the purposes of discussion with your UBS Financial Advisor and your independent consideration. 
UBS does not intend this to be fiduciary or best interest investment advice or a recommendation that you take a particular course of action.

Personalized recommendations or advice. If you would like more details about any of the information provided, or personalized recommendations or advice, please contact your UBS Financial Advisor.

Conflicts of interest: UBS Financial Services Inc. is in the business of establishing and maintaining investment accounts (including retirement accounts) and we will receive compensation from you in connection with investments that you make, as well 
as additional compensation from third parties whose investments we distribute. This presents a conflict of interest when we recommend that you move your assets to UBS from another financial institution or employer retirement plan, and also when 
we make investment recommendations for assets you hold at, or purchase through, UBS. For more information on how we are compensated by clients and third parties, conflicts of interest and investments available at UBS please refer to the ‘Your 
relationship with UBS’ booklet provided at ubs.com/relationshipwithubs, or ask your UBS Financial Advisor for a copy.

Important information about brokerage and advisory services: 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 you understand the ways in which we conduct business and that you carefully read the agreements and disclosures that we provide about the products or services we offer. For more information, please review client relationship summary provided 
at ubs.com/relationshipsummary.

Important additional information applicable to retirement plan assets (including assets eligible for potential rollover, distribution or conversion): This information is provided for educational and discussion purposes and are not intended 
to be fiduciary or best interest investment advice or a recommendation that you take a particular course of action (including to roll out, distribute or transfer retirement plan assets to UBS). UBS does not intend (or agree) to act in a fiduciary capacity 
under ERISA or the Code when providing this educational information. Moreover, a UBS recommendation as to the advisability of rolling assets out of a retirement plan is only valid when made in a written UBS Rollover Recommendation Letter to you 
provided by your UBS Financial Advisor after a review of detailed information that you provide about your plan and that includes the reasons the rollover is in your best interest. UBS and your UBS Financial Advisor do not provide rollover 
recommendations verbally.
With respect to plan assets eligible to be rolled over or distributed, you should review the IRA Rollover Guide UBS provides at ubs.com/irainformation which outlines the many factors you should consider (including the management of fees and costs of 
your retirement plan investments) before making a decision to roll out of a retirement plan. Your UBS Financial Advisor will provide a copy upon request.

No tax or legal advice: UBS Financial Services Inc., its affiliates, and its employees do not provide tax or legal advice. You should consult with your personal tax and/or legal advisors regarding your particular situation.

UBS Financial Services Inc. is a subsidiary of UBS AG. Member FINRA. Member SIPC.

©UBS 2026. The key symbol and UBS are among the registered and unregistered trademarks of UBS. All rights reserved.
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