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the evolving needs of these institutions 
in the passive space.
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Introduction

It is the unique passive investment needs of this second 
group—including Central Banks, Sovereign Wealth Funds 
(SWFs) and other state-controlled investment vehicles—which 
we address in this paper. Collectively, Sovereign Institutions 
currently manage over USD 16 trillion of assets, a growing 
proportion of which are invested passively. 

Some of the factors driving Central Banks and SWFs towards 
passive investing are the same ones that influence pension 
funds, insurers and other non-Sovereign institutions, while 
some are unique to Sovereigns. We discuss both aspects in 
detail, and offer an overview of evolving trends in the sector, 
trends which have the potential to transform passive investing. 
This evolution requires asset managers to match first class 
execution skills with the capacity to offer clients advice and 
training in the passive space, a consideration we discuss at the 
end of the paper.

Central Banks and Stabilization Funds: Diversifying 
passively into equity 
Central Banks have historically invested in liquid and highly 
rated fixed income products, particularly government bonds. 

However, recent years have seen a change in their investment 
profile. There has been an increased focus on diversification 
away from government bonds (see UBS survey below), driven 
in large part by record low nominal returns on government 
bonds. These have made it far more difficult for Central Banks 
to protect the real value of their reserves, reserves which, in 
many cases, have reached a size well beyond what is needed 
to fulfil their policy mandate. Furthermore, the current 
environment is marked by a lack of products that can provide 
a relatively stable moderate absolute return, a role previously 
fulfilled by bond investments. Given the ongoing uncertainty 
in the fixed income markets as to the likelihood of an interest 
rate turnaround, it is perhaps not surprising that there has 
been a push towards equities. Not only can equity investments 
boost returns, they also offer an important source of risk 
diversification for the portfolio. 

So how are Central Banks investing in equity? One answer is 
index replication. Reputational reasons can prevent Central 
Banks from being seen as active stock pickers, therefore index 
replication offers a good way of gaining equity exposure in 
this environment. 

Index investing has been one of the fastest growing strategies of the last 20 years,  
with an estimated USD 10 trillion invested globally, tracking a wide range of  
benchmarks across asset classes in a variety of investment vehicles. It is an investment 
style which appeals to a broad range of institutional investors, from Pension Funds  
to Sovereign Institutions.1

UBS RMS survey 2017: the development of approved asset classes over time

Asset Class 2017 2016 2015 2014 2013 2012 2011 2010 2009 2008 2007 2006 2005 2004 2003 2002 2001 2000 1999 1998

Supranationals 93 90 89 94 82 87 76 70 68 70 72 70 74 63 62 60 62 54 63 60

Sovereign eurobonds 89 93 92 90 78 73 64 68 65 66 66 64 60 60 58 58 61 60 66 66

US agencies 74 83 74 49 54 69 55 65 71 84 86 84 82 76 78 75 71 62 68 54

Inflation protected bonds 76 70 61 49 48 40 44 47 45 38 33 28 16 9  na na na na na na

Covered bonds 48 53 34 43 40 45 30 38 40 53 58 50 48 44 38 35 37 34 28 12

Bank debt 48 40 42 41 26 33 20 31 29 48 44 48 41 21 24 21 26 20 16 4

Corporates 56 48 42 43 34 33 31 29 26 38 41 40 38 38 32 28 22 20 15 10

MBS / ABS 52 40 39 25 20 22 37 27 38 46 52 44 39 39 27 22 17 19 12 2

Emerging market debt 26 30 21 18 12 11 22 24 16 16 10 na na na na na na na na na

Equities 30 33 26 18 16 24 18 19 14 18 22 18 5 3 2 na na na na na

Private Equity 19 na na na na na na na na na na na na na na na na na na na

Hedge Funds 11 na na na na na na na na na na na na na na na na na na na

Source: UBS 2017.

1 Source: IMF 2017, SWFI 2017, UBS 2017.
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For many Central Banks, expanding their investment universe 
has presented a number of challenges, particularly in relation 
to in-house investment experience and personnel. Historically, 
their in-house resources have been heavily geared towards 
fixed income processes, alongside transparency and regulatory 
issues. With Central Banks also exercising a supervisory 
function in many jurisdictions, investments in the private 
sector, and for-profit behavior in general, face close public 
scrutiny. But there is a solution. Buying inexpensive beta offers 
Central Banks an effective way of investing in private sector 
equities: 
• The bank is not perceived as taking a view on individual 

companies or markets, which reduces their reputational risk. 
In this regard, customized benchmarks are proving popular 
as they allow restrictions and exclusion criteria to be applied. 
The table (below) illustrates how the Swiss National Bank 
implements these strategies.

• Monitoring active managers generally requires a greater 
degree of in-house expertise and supporting infrastructure. 

This takes time to establish and may not be available at the 
time the Central Bank wishes to enter the equity markets.

• Unsatisfactory performance delivered by active managers 
over the past decade has led many investors to question 
whether the greater fees paid to managers to seek out alpha 
have been adequately compensated.

• Fees paid for passive management are materially lower 
compared to active management.

Source: UBS 2017. Information based on publicly available information in annual reports and central bank websites.

Key examples of Central Bank passive investment approaches

Bank Approach

Swiss National Bank  
(SNB)

The Swiss National Bank does not actively engage in stock picking, but replicates individual 
equity markets in their totality. The purpose of this is to shield the investment policy from 
political considerations and keep the impact on individual markets to an absolute mini-
mum. While investing passively with the intention of investing as broadly as possible, 
internally-developed benchmarks preclude investments in shares of international mid-cap 
and large-cap banks and bank-like institutions, in order to avoid possible conflicts of 
interest. Furthermore, those benchmarks also exclude virtually all financials, as well as all 
domestic shares and assets denominated in the domestic currency, so as not to offset the 
effect of interventions to weaken the currency. Furthermore, the SNB employs a number of 
negative screens which, for example, prevent investments in companies that produce 
internationally condemned weapons, seriously violate fundamental human rights or 
systematically cause severe environmental damage.

Czech National Bank (CNB) The Czech National Bank was one of the first European Central Banks to invest in equity. 
Equity portfolios managed by two external asset managers account for around 10%  
of the reserves. They are invested passively, using relevant benchmark indices in  
developed markets. 

Bank of Japan  
(BoJ)

Owning 75 percent of Japan’s ETF market, the Bank of Japan is a special case within the 
universe of those Central Banks passively investing in equities. With the main purpose to 
stimulate risk-taking in the economy and drive up inflation as part of Governor Kuroda’s 
“bazooka”, the holdings are focused on the domestic market and therefore cannot be 
compared with investments of FX reserves of other Central Banks.

There has been an increased 
focus on diversification away 
from government bonds,  
driven in large part by record 
low nominal returns on  
government bonds.
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Will Central Banks continue to expand their passive equity 
investment exposures? The ‘active versus passive’ debate is 
one which is likely to continue. With a potentially more volatile 
environment ahead as Quantitative Easing comes to an end 
and ultimately, inflation makes a comeback, stock pickers 
should benefit. Nonetheless, a growing number of investment 
styles, including emerging market (EM) equities as well as 
fixed income, are still likely to see a larger percentage of 
Central Banks’ assets move towards this cost-efficient and 
liquid form of investing. 

That said, it is important to add that there are a select number 
of Central Banks (particularly in Asia) who, over time, have 
decided to add some active equity strategies to their overall 
portfolio to cover specific sectors and markets where they 
believe that managers’ security selection skills can still make a 
difference. This is particularly true for emerging markets, 
where the scope for alpha generation is still higher than in 
advanced markets.

SWFs: Riding the barbell too 
It is not just the Central Banks who are favoring passive 
strategies. A recent Preqin survey carried out in 2017 showed 
around half (48%) of SWFs invested in public equities 
indicated a preference either for capturing the performance of 
an index, or gaining exposure to companies via an index 
(Preqin, 2017). Passive investing is ideally suited for SWFs, 
because it offers a natural match with their investment style 
and organizational setup. 

While SWFs usually have substantial amounts of assets to 
invest, they often refrain from taking an activist approach 
towards listed companies when it comes to strategy and 
management (although they do participate in public debates 
around Corporate Governance, as can be seen for example 
with Norges Bank Investment Management). However, when 
it comes to their core investments, SWFs prefer to have a 
higher level of control than is normally possible for investors in 
listed companies. This leads to a preference for private equity 
and venture-style investments in unlisted companies, an 
approach which also matches their long-term investment 
outlook and ability to capture the illiquidity premium.

However, these investments alone can only make up a certain 
proportion of the overall equity allocation. Furthermore, 
private holdings have to be built up over time, often opportu-
nistically, and they require significant internal resource or 
partnerships with co-investors and external asset managers. 
Therefore, in order to have a sufficient allocation to equities at 
any given point in time, and to fulfill the long-term objectives 
of a fund (diversification away from fossil fuel exposure for 
example), direct equity investments need to be complemented 
by a highly liquid listed tranche that participates in the 
development of international stock markets, preferably at low 
costs. Passive investment strategies offer the ideal solution.

As we saw with the Central Banks, what passive investing 
strategies offer SWFs is the ability to reduce their reliance on 
specialist expertise and to free up internal resources to focus 
on alpha-generating investments that can capture the 
illiquidity premium. With a war for talent among experts 
across finance, legal, tax, regulation and technology disci-
plines, many SWFs, particularly those located in the more 
remote emerging economies, have had to define their areas  
of expertise very carefully. 

In practice, SWFs are tending to hire external, passive asset 
managers to take care of “traditional” asset classes, i.e. listed 
equity and fixed income investments. This leaves their internal 
active management resources free to concentrate on the other 
end of the barbell—alternative investments which are often 
more illiquid, but which also offer higher risk-adjusted returns 
than actively-managed traditional asset classes. 

When it comes to their core  
investments, SWFs prefer to 
have a higher level of control 
than is normally possible for 
investors in listed companies. 
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As the table above illustrates, the Abu Dhabi Investment 
Authority (ADIA) offers a classic example of this barbell 
approach. The case of the New Zealand Superannuation Fund 
also illustrates that passive investment approaches sit very well 
with the use of reference portfolios—a strategic asset 
management technique that is growing in popularity among 
institutional investors. Finally, the example of the Australian 
Future Fund highlights the way in which Sovereign investors 
can implement an efficient split between active and passive 
investments in listed equities by mixing low-cost beta and 
factor exposures with active manager styles that selectively 
generate alpha in high-conviction areas. 

Emerging trends in passive investing
Passive strategies are often seen as a fairly simple way of 
investing. In fact, they have developed significantly over recent 
decades, with new trends such as smart beta, factor investing 
and sustainability emerging. More recently, new trends have 
emerged and we expect newer offerings, in particular for the 
sovereign segment, to focus on the following key areas:
• Smart Beta and Factor investing. Such strategies provide 

diversification benefits to traditional market-cap passive 
equity investments. In general, factor investing can be  
implemented via a consistent, rules-based, fully transparent 
indexed strategy that aims to create a tilt towards predefined 
fundamental or statistical characteristics (Alternative Beta). 

Source: Information based on publicly available information in annual reports and fund websites.

Key examples of SWF passive investment approaches

Bank Approach

Abu Dhabi Investment 
Authority (ADIA)

About half of ADIA’s portfolio consists of index-replicating, or passive strategies within 
quoted markets. The fund highlights the ability to execute on its desired asset allocation in 
a timely fashion, at scale, while minimizing transaction costs (a key driver). At the other end 
of the spectrum, the fund engages in actively managed investments across asset classes, in 
areas with genuine potential to generate market outperformance, or alpha, over the long 
term, thereby representing the barbell approach outlined above.

New Zealand  
Superannuation Fund

The fund’s Guardians Board defines a reference portfolio, the main purpose of which is to 
reflect the fund’s long-term objectives and expected returns, as well as benchmarking the 
performance of the actual investment portfolio and the value added by active investment 
strategies. Thereafter, around three-quarters of the fund is invested passively, in-line with 
this portfolio. The remaining alpha-generating part can be invested in a range of illiquid 
assets, including infrastructure, private equity and timber—another representation of the 
barbell approach.

Australia Future Fund When the fund started investing in equities during 2007, it relied mainly on passive 
managers in conjunction with the selective use of active managers where the fund had a 
high conviction that those managers could deliver alpha. Today, it primarily invests its 
so-called Global Beta portfolio passively to capture the equity market risk premium over 
the long-term in a cost-efficient way. In addition, in a Global Alternative Beta portfolio, 
factor-based returns are targeted not only with active approaches but also with passive 
modules. The fund exemplifies how Sovereign investors can implement an efficient split 
between active and passive investments in listed equities by employing low-cost beta and 
factor exposures which then free up resources, thereby leaving more room to selectively 
employ active managers with the potential to generate alpha, i.e. show stock-picking skills. 
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The same building blocks (e.g. factors like Value, Quality, 
Yield, Volatility, Momentum or Size) can be accessed as 
passive strategies by clients’ in-house investment teams and 
then be dynamically utilized as market conditions change. 
We have seen Sovereign investors successfully use this type 
of approach as a diversifier for their already existing core 
passive equity portfolios, e.g., to improve the risk-return 
profile by selecting the most suitable combination of factors. 
The Global Alternative Beta portfolio of the Australia Future 
Fund is one example. 

• Related to that, we see that sophisticated investors increas-
ingly demand more modular and granular offerings, 
either in the form of index families or suites of market 
segments. These are popular building blocks that allow 
in-house teams to implement strategic asset allocations in  
a cost-efficient way and focus on strategy rather than trade 
execution, rebalancing, corporate actions or reporting, all  
of which can consume considerable resources in an active 
approach. As an example, with increasing divergence in the 
economic development and market performance across EM 
regions, countries and sectors, the demand for more granular 
passive building blocks in EM has increased. As a result, while 
EM investments have traditionally favored active managers 
due to lower levels of transparency and liquidity, over the 
recent years, indexed investments have seen an increase in 
popularity in the region.

• Passive Fixed Income. Many Sovereigns are among the 
largest holders of fixed income assets given their focus on 
liquidity and low volatility, suggesting a clear need for 
passive approaches to fixed income investing. Furthermore, 
in-house fixed income portfolios are becoming ever more 
difficult to manage for certain clients, in the light of 
regulatory changes such as MiFiD2 or collateral margining. 
Finally, with the trend towards diversification continuing 
among Central Banks, basket and indexed solutions provide 
an attractive way of diversifying away within fixed income 
without needing to build up substantial additional in-house 
knowledge (e.g. by venturing into corporate bonds, see 
table 1 on page 2, showing the development of approved 
asset classes over time). 
 

However, implementation of passive fixed income solutions 
is more complex than comparable equity solutions. As an 
example, many international companies operate with a 
single global share, which offers significant liquidity benefits, 
but it is not unusual for the same companies to have 
hundreds of listed bond instruments outstanding. Full 
replications, even of fairly simple bond indices, are therefore 
often not practical as every rebalancing would need to 
touch hundreds of bonds, mostly in incremental sizes. For 
this reason, stratified sampling approaches are often used as 
well as a means of reducing transaction costs. But to keep 
tracking errors low, asset managers need to have experts in 
all the relevant fields tracked by the replicated indices, and 
access to all affected markets is required.

• Sustainable Investing. Client interest in Sustainable 
Investing (SI) has grown over the recent years, as has 
demand for environmental, social and governance (ESG) 
filters in index funds. ESG screens can be applied in various 
ways, for example, by excluding from the benchmark 
companies operating in certain industries (e.g. tobacco, 
gambling, controversial weapons), or by tilting the portfolios 
towards companies with sustainable business practices. The 
latter technique in particular is well-suited as an add-on that 
could be made available to a large number of conventional 
passive mandates. By way of example, by combining 
environmental data from several sources, UBS Asset 
Management has developed a portfolio optimization model 
which reduces exposure to climate risk while simultaneously 
maintaining the client’s restrictions on tracking error. 
Moreover, the strategy reduces the exposure to, rather than 
excludes, companies with higher carbon risk in order to 
pursue strategic engagement with these companies. The 
strategy has already been successfully employed with a UK 
pension fund that faced the challenge of managing climate 
change risks in the passive portion of its equity portfolios.
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The case for sustainability in Sovereign Portfolios
SWFs (in particular Saving Funds), along with state pension funds, are one of the investor groups that regard long-term 
investing as an integral part of their mandate. Many of these institutions do not have (explicit) liabilities. Together with a 
few other institutions such as endowment funds, they can be seen as true long-term investors. In addition, many Sovereign 
entities, including Central Banks, have a mandate, either implicitly, or explicitly expressed in a charter, to focus on fiduciary 
duties, preserving and growing the funds entrusted to them for the greater good of their country’s citizens and future 
generations. These objectives inherently lead to greater scrutiny by sponsors as to how returns are achieved and how 
sustainable those returns are. 

We therefore argue that the key principles of sustainability are in natural alignment with the objectives of Sovereign 
investors, offering them not just a source of alpha but also a superior, non-traditional framework, within which to assess the 
risk/return of their investments in the context of their mandate. The concept of sustainability is one which is ideally suited to 
the alignment of Sovereign wealth entities’ long-term mandates with both societal trends and the evolving objectives of 
government sponsors. We therefore expect considerable demand for tailored sustainable investment solutions given they 
can, as we’ve suggested, be implemented as add-ons to existing passive mandates.

UBS has issued a paper “Long-term value creation—Sustainable investing for Sovereign Institutions” which is available on 
request and which explores these concepts in greater detail.

Many Sovereign entities, including Central 
Banks, have a mandate, either implicitly,  
or explicitly expressed in a charter, to  
focus on fiduciary duties, preserving and 
growing the funds entrusted to them for  
the greater good of their country’s citizens 
and future generations. 
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What Sovereign institutions want from asset managers 
Passive investing is a multi-step iterative process that requires 
asset managers to master a series of decision/action points 
and considerations. Liquidity, transparency, costs, solid 
operational processes and customization options have always 
been the cornerstones when it comes to solid passive offerings 
by asset managers. At UBS, we consider the following steps 
crucial for a successful passive investment process:
• Index selection, focusing on the various dimensions of 

benchmarks such as market, size, style, strategy, market 
capitalization, weighted vs. alternative beta, and the 
different types of index providers (e.g. global local index 
offering).

• Investment vehicle selection, assessing the features of 
pooled vehicles, including ETFs, and segregated accounts.

• Portfolio management, covering portfolio construction 
techniques (full replication, sampling, optimization), and 
mastering execution and operational processes such as 
trading for index changes, rebalancing, liquidity, capacity, 
ongoing portfolio monitoring, corporate actions as well as 
discovering sources of added value. 

• Client specific requirements, including securities lending, 
withholding tax on dividends, currency hedging, custody, 
customization, as well as the abovementioned topic of 
Sustainable Investing strategies.

Alongside asset management capabilities, education and 
training is another area where asset managers can add 
significant value, particularly in their relationships with 
Sovereign institutions. UBS offers various advisory and 
training solutions geared specifically towards this group of 
investors, as well as hosting leading conferences and events 
where industry practitioners can come together to share latest 
trends and best practices. In a sector that is still governed by 
explicit and implicit fiduciary duties, Sovereign investors need 
a high level of confidence that their strategies are up-to-date 
and in-line with the highest industry standards. UBS has 
decades of experience in guiding Sovereign institutions during 
the implementation phase of new investment strategies and 
has consulted on numerous portfolio restructurings in the 
Sovereign sector.

Key training offerings for Passive Solutions at UBS

Basics Advanced

• What can Passive investing offer to investors?
• Which Passive investment vehicles are there in the 

market? 
• What geographical and asset class coverage does  

Passive cover?
• Index Replication methods (introduction)
• Selection of the right benchmarks and ETFs 
• Importance of tracking quality in passive investments 

• ETFs as a solution for tactical vs strategic allocation
• Liquidity of ETFs—multiple layers
• Advantages of the share class concept
• Intricacies in passive investments across asset classes:

✓ Core exposures: Equities and Fixed Income

✓ SRI investing 

✓ Factor investing 

✓ Multi-factor investing

✓ Emerging Markets 

✓ Inflation-linked bonds

✓ Commodities and Precious Metals 

✓ Currency hedging 

✓ Interest rate hedging 
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Americas
The views expressed are a general guide to the views of UBS Asset 
Management as of November 2017. The information contained herein 
should not be considered a recommendation to purchase or sell securities 
or any particular strategy or fund. Commentary is at a macro level and is 
not with reference to any investment strategy, product or fund offered by 
UBS Asset Management. The information contained herein does not 
constitute investment research, has not been prepared in line with the 
requirements of any jurisdiction designed to promote the independence 
of investment research and is not subject to any prohibition on dealing 
ahead of the dissemination of investment research. The information and 
opinions contained in this document have been compiled or arrived at 
based upon information obtained from sources believed to be reliable and 
in good faith. All such information and opinions are subject to change 
without notice. Care has been taken to ensure its accuracy but no 
responsibility is accepted for any errors or omissions herein. A number of 
the comments in this document are based on current expectations and 
are considered “forward-looking statements.” Actual future results, 
however, may prove to be different from expectations. The opinions 
expressed are a reflection of UBS Asset Management’s best judgment at 
the time this document was compiled, and any obligation to update or 
alter forward-looking statements as a result of new information, future 
events or otherwise is disclaimed. Furthermore, these views are not 
intended to predict or guarantee the future performance of any individual 
security, asset class or market generally, nor are they intended to predict 
the future performance of any UBS Asset Management account, portfolio 
or fund.

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

Before investing in a product please read the latest prospectus carefully 
and thoroughly. Units of UBS funds mentioned herein may not be eligible 
for sale in all jurisdictions or to certain categories of investors and may not 
be offered, sold or delivered in the United States. The information 
mentioned herein is not intended to be construed as a solicitation or an 
offer to buy or sell any securities or related financial instruments. Past 
performance is not a reliable indicator of future results. The performance 
shown does not take account of any commissions and costs charged 
when subscribing to and redeeming units. Commissions and costs have a 
negative impact on performance. If the currency of a financial product or 
financial service is different from your reference currency, the return can 
increase or decrease as a result of currency fluctuations. This information 
pays no regard to the specific or future investment objectives, financial or 
tax situation or particular needs of any specific recipient. 

The details and opinions contained in this document are provided by UBS 
without any guarantee or warranty and are for the recipient’s personal 
use and information purposes only. 

This document may not be reproduced, redistributed or republished for 
any purpose without the written permission of UBS AG. This document 
contains statements that constitute “forward-looking statements”, 
including, but not limited to, statements relating to our future business 
development. While these forward-looking statements represent our 
judgments and future expectations concerning the development of our 
business, a number of risks, uncertainties and other important factors 
could cause actual developments and results to differ materially from our 
expectations.

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

APAC
This document and its contents have not been reviewed by, delivered to 
or registered with any regulatory or other relevant authority in APAC. This 
document is for informational purposes and should not be construed as 
an offer or invitation to the public, direct or indirect, to buy or sell 
securities. This document is intended for limited distribution and only to 
the extent permitted under applicable laws in your jurisdiction. No 
representations are made with respect to the eligibility of any recipients of 
this document to acquire interests in securities under the laws of your 
jurisdiction. 

Using, copying, redistributing or republishing any part of this document 
without prior written permission from UBS Asset Management is 
prohibited. Any statements made regarding investment performance 
objectives, risk and/or return targets shall not constitute a representation 
or warranty that such objectives or expectations will be achieved or risks 
are fully disclosed. The information and opinions contained in this 
document is based upon information obtained from sources believed to 
be reliable and in good faith but no responsibility is accepted for any 
misrepresentation, errors or omissions. All such information and opinions 
are subject to change without notice. A number of comments in this 
document are based on current expectations and are considered 
“forward-looking statements”. Actual future results may prove to be 
different from expectations and any unforeseen risk or event may arise in 
the future. The opinions expressed are a reflection of UBS Asset 
Management’s judgment at the time this document is compiled and any 
obligation to update or alter forward-looking statements as a result of 
new information, future events, or otherwise is disclaimed. 

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

Australia 
This document is provided by UBS Asset Management (Australia) Ltd,  
ABN 31 003 146 290 and AFS License No. 222605.

For marketing and information purposes by UBS. For professional clients / qualified / institutional investors only.
This document does not replace portfolio and fund-specific materials. Commentary is at a macro or strategy level and is not with reference to any 
registered or other mutual fund.
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China 
The securities may not be offered or sold directly or indirectly in the 
People’s Republic of China (the “PRC”). Neither this document or 
information contained or incorporated by reference herein relating to the 
securities, which have not been and will not be submitted to or approved/
verified by or registered with the China Securities Regulatory Commission 
(“CSRC”) or other relevant governmental authorities in the PRC pursuant 
to relevant laws and regulations, may be supplied to the public in the PRC 
or used in connection with any offer for the subscription or sale of the 
Securities in the PRC. The securities may only be offered or sold to the 
PRC investors that are authorized to engage in the purchase of Securities 
of the type being offered or sold. PRC investors are responsible for obtain-
ing all relevant government regulatory approvals/licenses, verification 
and/or registrations themselves, including, but not limited to, any which 
may be required from the CSRC, the State Administration of Foreign 
Exchange and/or the China Banking Regulatory Commission, and 
complying with all relevant PRC regulations, including, but not limited to, 
all relevant foreign exchange regulations and/or foreign investment 
regulations.

Hong Kong 
This document and its contents have not been reviewed by any regulatory 
authority in Hong Kong. No person may issue any invitation, advertise-
ment or other document relating to the Interests whether in Hong Kong 
or elsewhere, which is directed at, or the contents of which are likely to 
be accessed or read by, the public in Hong Kong (except if permitted to 
do so under the securities laws of Hong Kong) other than with respect to 
the Interests which are or are intended to be disposed of only to persons 
outside Hong Kong or only to “professional investors” within the meaning 
of the Securities and Futures Ordinance (Cap. 571) and the Securities and 
Futures (Professional Investor) Rules made thereunder.

Japan
This document is for informational purposes only and is not intended as 
an offer or a solicitation to buy or sell any specific financial products, or to 
provide any investment advisory/management services.

Korea
The securities may not be offered, sold and delivered directly or indirectly, 
or offered or sold to any person for re-offering or resale, directly or 
indirectly, in Korea or to any resident of Korea except pursuant to the 
applicable laws and regulations of Korea, including the Capital Market 
and Financial Investment Business Act and the Foreign Exchange 
Transaction Law of Korea, the presidential decrees and regulations 
thereunder and any other applicable laws, regulations or rules of Korea. 
UBS Asset Management has not been registered with the Financial 
Services Commission of Korea for a public offering in Korea nor has it 
been registered with the Financial Services Commission for distribution to 
non-qualified investors in Korea.

Malaysia 
This document is sent to you, at your request, merely for information 
purposes only. No invitation or offer to subscribe or purchase securities is 
made by UBS Asset Management as the prior approval of the Securities 
Commission of Malaysia or other regulatory authorities of Malaysia have 
not been obtained. No prospectus has or will be filed or registered with 
the Securities Commission of Malaysia.

Singapore
This document has not been registered with the Monetary Authority of 
Singapore pursuant to the exemption under Section 304 of the SFA. 
Accordingly, this document may not be circulated or distributed, nor may 
the Securities be offered or sold, whether directly or indirectly, to any 
person in Singapore other than (i) to an institutional investor pursuant to 
Section 304 of the SFA.

Taiwan
This document and its contents have not been reviewed by, delivered to 
or registered with any regulatory or other relevant authority in the 
Republic of China (R.O.C.). This document is for informational purposes 
and should not be construed as an offer or invitation to the public, direct 
or indirect, to buy or sell securities. This document is intended for limited 
distribution and only to the extent permitted under applicable laws in the 
Republic of China (R.O.C.). No representations are made with respect to 
the eligibility of any recipients of this document to acquire interests in 
securities under the laws of the Republic of China (R.O.C.).
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