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Future of Earth

Investing in solutions for a more sustainable planet

Throughout history, human ingenuity has prevailed in the face of numer-
ous challenges. One recent example is the rapid development of the
COVID-19 vaccine. Looking to the future, one of the biggest hurdles we
face is what economists have called the “environmental credit crunch.”
Our current standard of living and overall level of consumption are
unsustainable in relation to our planet’s finite natural resources. As
global citizens, consumers, and investors, we are stewards of the Earth.
We have the power to shape a more sustainable path that will allow us
to continue to evolve our quality of life while preserving our planet for
the next generation. The “Future of Earth” rests with us.

Urgent action is needed to combat the growing climate crisis.
From extreme weather to unsafe air quality, the environmental
and human toll of climate change has become apparent. Nat-
ural disasters caused an economic loss of USD 268 billion
globally in 2020, according to Aon.! In the US alone, 22 natu-
ral disaster events took a financial toll of more than USD 1 bil-
lion each, a new annual record and double the number re-
corded in 2019.2

A coordinated effort between the public and private sectors
will be critical to solving the challenges ahead. For investors,
the transition to a more sustainable future presents both risks
and opportunities. While climate change is a rising source of
uncertainty in assessing asset values, more companies are en-
deavoring to reduce their environmental footprint and be bet-
ter positioned for the future. Those that are innovating to
solve climate-related challenges will enjoy robust long-term
growth prospects.

' Aon Impact Forecasting, “Weather, Climate & Catastrophe Insight: 2020
Annual Report,” https://www.aon.com/global-weather-catastrophe-nat-
ural-disasters-costs-climate-change-2020-annual-report/index.html

2 NOAA National Centers for Environmental Information 2021, “Billion-Dol-
lar Weather and Climate Disasters,” https://www.ncdc.noaa.gov/billions/

Investment takeaways

A range of sustainable and thematic investment strategies can
help investors integrate these corporate-level considerations
into their portfolio. Thematic investments typically target com-
panies with revenue exposure to unigue or innovative products
and services, while sustainable investment strategies consider
company operations alongside a number of environmental, so-
cial, and governance factors. Notably, thematic and sustain-
able investments often overlap, and many strategies will con-
sider both of these factors in their investment analysis.

This report has been prepared by UBS Financial Services Inc. (UBS FS), UBS Switzerland AG, UBS AG Hong Kong Branch, UBS AG Singapore
Branch, and UBS AG London Branch. Please see the important disclaimer at the end of the document.
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Air pollution is the fourth
most common cause of
death globally. It leads to
respiratory and cardiovascu-
lar disease and is linked to
certain forms of cancer.
Other effects of climate
change on human health
include extreme heat in
larger cities and the poten-
tial for wider spread of infec-
tious disease by insects as
temperatures rise.

Climate change not only
impacts human health and
mortality; it also influences
the sustainability of our
communities. These adverse
effects are disproportionately
felt in parts of the emerging
world, leading to displace-
ment of low-income popula-
tions, and, in the most
extreme cases, have put
some areas at risk of becom-
ing uninhabitable. Beyond
the human toll, there is a
large economic cost associ-
ated with these trends.

Energy-related emissions
account for over two-thirds
of global greenhouse gas
emissions, highlighting the
need to end our reliance on
fossil fuels. A complete
decarbonization and transi-
tion to clean fuels is an enor-
mous task. History has
shown that scaling up sup-
plies of any energy resource
takes decades, and this is
why it is important to begin
the process now.

The good news is that the
pace of the transition
appears brisk. We expect the
market share for renewables
to rise rapidly at the expense
of coal and oil, the two larg-
est energy sources. Still, fos-
sil fuels may retain a major
role for decades, given their
widespread use.

Scalable and affordable
clean energy technologies in
transportation fuels and for
industrial use are under
development, but many
remain immature. For now,
ensuring energy security
requires a diversified, “all of
the above” strategy to
achieve a successful transi-
tion to a clean energy future.

Sustainable land use is key to
meeting climate targets. In
its landmark Global Assess-
ment Report on Biodiversity
and Ecosystem Services, the
UN estimates that 75% of
the earth’s surface has been
severely altered by human
actions, while the IPCC esti-
mates that about 21-37%
of total emissions are attrib-
utable to the food system.

Tackling environmental
issues and biodiversity loss is
a huge and complex task. To
reduce environmental harm
and systemic risks, we need
to rethink how we produce
and consume the food we
eat and the clothes we wear,
their respective supply
chains, and how we live. We
need to enhance sustainable
supply chains and trade.

The good news is that inves-
tors and governments alike
are awakening to the risks
involved in land mismanage-
ment and the accelerating
destruction of nature, as
well as the opportunities to
invest in conservation and
land management solutions.

Where to invest

Water is abundant on a
global scale. Seventy-one
percent of the Earth is cov-
ered by water; however,
only 2.5% of the world’s
water is freshwater, and of
this, 69% is locked in gla-
ciers or frozen ice caps.?
Despite this inflexible supply,
demand is constantly grow-
ing. Since the beginning of
the 20th century, from 1900
to 2010, global water with-
drawal increased 7.3 times,
whereas the world popula-
tion grew 4.4 times.*

Long-term developments
such as a growing popula-
tion, rising living standards,
industrialization in emerging
markets, and a lack of infra-
structure heavily affect
water supply and demand.
Climate change is another
vital factor influencing the
global water supply in terms
of quality, quantity, and tim-
ing. The UN estimates that
2.2 billion people lack safely
managed drinking water,
and nearly 700 million could
be displaced by 2030 due to
water scarcity.

e Treatments for illnesses
linked to climate change,
including drugs and medi-
cal devices

¢ Urban planning solutions
and smart cities technolo-
gies

e Companies that effec-
tively address their
employees’ working con-
ditions and their exposure
to physical climate risks

e Electric transport, fuel
cells, batteries and alter-
native fuels

e Carbon capture and
energy efficiency solutions

e Companies that manage
their carbon emissions
effectively

e Land use monitoring and
supply chain validation

e Smart agriculture technol-
ogies

e Sustainable production
and consumption prac-
tices and solutions

3 Igor A. Shiklomanov, “World Fresh Water Resources” chapter in “Water in Crisis: A Guide to the
World's Fresh Water Resources,” Peter H. Gleick (editor), Oxford University Press, New York, 1993
4 Food and Agriculture Organization of the United Nations, Water use.
Extracted from: http://www.fao.org/aquastat/en/overview/methodology/water-use/ in 2020

e Smart water networks,
water automation sys-
tems and meters

e Water testing and desali-
nation equipment

e Companies that effec-
tively manage their water
consumption in opera-
tions and supply chains
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Disclaimer

UBS Chief Investment Office’s (“CIO") investment views are prepared and published by the Global Wealth Management business
of UBS Switzerland AG (regulated by FINMA in Switzerland) or its affiliates (“UBS").

The investment views have been prepared in accordance with legal requirements designed to promote the independence of
investment research.

Generic investment research - Risk information:

This publication is for your information only and is not intended as an offer, or a solicitation of an offer, to buy or sell any in-
vestment or other specific product. The analysis contained herein does not constitute a personal recommendation or take into
account the particular investment objectives, investment strategies, financial situation and needs of any specific recipient. It is
based on numerous assumptions. Different assumptions could result in materially different results. Certain services and products
are subject to legal restrictions and cannot be offered worldwide on an unrestricted basis and/or may not be eligible for sale to
all investors. All information and opinions expressed in this document were obtained from sources believed to be reliable and in
good faith, but no representation or warranty, express or implied, is made as to its accuracy or completeness (other than disclo-
sures relating to UBS). All information and opinions as well as any forecasts, estimates and market prices indicated are current as
of the date of this report, and are subject to change without notice. Opinions expressed herein may differ or be contrary to
those expressed by other business areas or divisions of UBS as a result of using different assumptions and/or criteria.

In no circumstances may this document or any of the information (including any forecast, value, index or other calculated
amount (“Values")) be used for any of the following purposes (i) valuation or accounting purposes; (ii) to determine the amounts
due or payable, the price or the value of any financial instrument or financial contract; or (iii) to measure the performance of any
financial instrument including, without limitation, for the purpose of tracking the return or performance of any Value or of de-
fining the asset allocation of portfolio or of computing performance fees. By receiving this document and the information you
will be deemed to represent and warrant to UBS that you will not use this document or otherwise rely on any of the information
for any of the above purposes. UBS and any of its directors or employees may be entitled at any time to hold long or short posi-
tions in investment instruments referred to herein, carry out transactions involving relevant investment instruments in the capac
ity of principal or agent, or provide any other services or have officers, who serve as directors, either to/for the issuer, the invest-
ment instrument itself or to/for any company commercially or financially affiliated to such issuers. At any time, investment
decisions (including whether to buy, sell or hold securities) made by UBS and its employees may differ from or be contrary to the
opinions expressed in UBS research publications. Some investments may not be readily realizable since the market in the securi-
ties is illiquid and therefore valuing the investment and identifying the risk to which you are exposed may be difficult to quantify.
UBS relies on information barriers to control the flow of information contained in one or more areas within UBS, into other ar-
eas, units, divisions or affiliates of UBS. Futures and options trading is not suitable for every investor as there is a substantial risk
of loss, and losses in excess of an initial investment may occur. Past performance of an investment is no guarantee for its future
performance. Additional information will be made available upon request. Some investments may be subject to sudden and
large falls in value and on realization you may receive back less than you invested or may be required to pay more. Changes in
foreign exchange rates may have an adverse effect on the price, value or income of an investment. The analyst(s) responsible for
the preparation of this report may interact with trading desk personnel, sales personnel and other constituencies for the purpose
of gathering, synthesizing and interpreting market information.

Tax treatment depends on the individual circumstances and may be subject to change in the future. UBS does not provide legal
or tax advice and makes no representations as to the tax treatment of assets or the investment returns thereon both in general
or with reference to specific client’s circumstances and needs. We are of necessity unable to take into account the particular in-
vestment objectives, financial situation and needs of our individual clients and we would recommend that you take financial
and/or tax advice as to the implications (including tax) of investing in any of the products mentioned herein.

This material may not be reproduced or copies circulated without prior authority of UBS. Unless otherwise agreed in writing
UBS expressly prohibits the distribution and transfer of this material to third parties for any reason. UBS accepts no liability
whatsoever for any claims or lawsuits from any third parties arising from the use or distribution of this material. This report is
for distribution only under such circumstances as may be permitted by applicable law. For information on the ways in which
ClO manages conflicts and maintains independence of its investment views and publication offering, and research and rating
methodologies, please visit www.ubs.com/research. Additional information on the relevant authors of this publication and
other ClO publication(s) referenced in this report; and copies of any past reports on this topic; are available upon request from
your client advisor.
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Options and futures are not suitable for all investors, and trading in these instruments is considered risky and may be appropri-
ate only for sophisticated investors. Prior to buying or selling an option, and for the complete risks relating to options, you must
receive a copy of “Characteristics and Risks of Standardized Options”. You may read the document at https:/www.theocc.com/
about/publications/character-risks.jsp or ask your financial advisor for a copy.

Investing in structured investments involves significant risks. For a detailed discussion of the risks involved in investing in any par-
ticular structured investment, you must read the relevant offering materials for that investment. Structured investments are unse-
cured obligations of a particular issuer with returns linked to the performance of an underlying asset. Depending on the terms of
the investment, investors could lose all or a substantial portion of their investment based on the performance of the underlying
asset. Investors could also lose their entire investment if the issuer becomes insolvent. UBS Financial Services Inc. does not guar-
antee in any way the obligations or the financial condition of any issuer or the accuracy of any financial information provided by
any issuer. Structured investments are not traditional investments and investing in a structured investment is not equivalent to in-
vesting directly in the underlying asset. Structured investments may have limited or no liquidity, and investors should be pre-
pared to hold their investment to maturity. The return of structured investments may be limited by a maximum gain, participa-
tion rate or other feature. Structured investments may include call features and, if a structured investment is called early,
investors would not earn any further return and may not be able to reinvest in similar investments with similar terms. Structured
investments include costs and fees which are generally embedded in the price of the investment. The tax treatment of a struc-
tured investment may be complex and may differ from a direct investment in the underlying asset. UBS Financial Services Inc.
and its employees do not provide tax advice. Investors should consult their own tax advisor about their own tax situation before
investing in any securities.

Important Information About Sustainable Investing Strategies: Sustainable investing strategies aim to consider and incor-
porate 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 differ. Companies may not necessarily meet high performance standards on all aspects of ESG or sustainable in-
vesting issues; there is also no guarantee that any company will meet expectations in connection with corporate responsibility,
sustainability, and/or impact performance.

External Asset Managers / External Financial Consultants: In case this research or publication is provided to an External
Asset Manager or an External Financial Consultant, UBS expressly prohibits that it is redistributed by the External Asset Manager
or the External Financial Consultant and is made available to their clients and/or third parties.

USA: Distributed to US persons by UBS Financial Services Inc., UBS Securities LLC or UBS Swiss Financial Advisers AG, subsidiar-
ies of UBS AG. UBS Switzerland AG, UBS Europe SE, UBS Bank, S.A., UBS Brasil Administradora de Valores Mobiliarios Ltda, UBS
Asesores Mexico, S.A. de C.V., UBS Securities Japan Co., Ltd, UBS Wealth Management Israel Ltd and UBS Menkul Degerler AS
are affiliates of UBS AG. UBS Financial Services Incorporated of Puerto Rico is a subsidiary of UBS Financial Services Inc. UBS Fi-
nancial Services Inc. accepts responsibility for the content of a report prepared by a non-US affiliate when it dis-
tributes reports to US persons. All transactions by a US person in the securities mentioned in this report should be
effected through a US-registered broker dealer affiliated with UBS, and not through a non-US affiliate. The con-
tents of this report have not been and will not be approved by any securities or investment authority in the United
States or elsewhere. UBS Financial Services Inc. is not acting as a municipal advisor to any municipal entity or obli-
gated person within the meaning of Section 15B of the Securities Exchange Act (the “"Municipal Advisor Rule”) and
the opinions or views contained herein are not intended to be, and do not constitute, advice within the meaning of
the Municipal Advisor Rule.

For country information, please visit ubs.com/cio-country-disclaimer-gr or ask your client advisor for the full disclaimer.
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