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Main concerns impacting the global economy

What are the main risks the global economy is currently facing?

0% 20% 40% 60% 80% 100%

94% Trade wars (large-scale protectionist measures by several natlons[)
Global economic slowdown & return of deflationary trends
China hard landing
Political developments in the US (e.g. government crisis)
Political developments in the EU (Euro crisis, nationalism)
Inflation and/or uncontrolled rise in long-term yields

Central Bank balance sheet reduction (net selling of assets)

% of respondents, multiple answers possible

Wars / significant geopolitical developments (including terrorism)

Central Banks raising rates too quickly (policy error)

Cil price development
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Main concerns impacting the levels of FX reserves

What are currently your main concerns when it comes to the investment of FX reserves?

0% 10% 20% 30% 40% 50% 60%

50% Low and negative yields in fixed income markets
Political uncertainty
Asset price volatility across markets
Elevated asset price valuation

Falling liquidity in fixed income markets

% of respondents, multiple answers possible

Rising US interest rates / inflation

Exchange rate volatility

Falling FX reserves

Source: UBS Annual Reserve Manager Survey, results as of June 2019



(=) *t %% R if &Kk #(Adequate Level)
1.84%: 23 F 3 P p @ B Rehvh ey A ROoRE S @
e p e ARt RAEG RE FED £ 13%
B4 3 A& 16% o
2.44%¢n% K A R R RS 1 bRy A e 0 4%
HAAELT TG 12%2 7 F R4 onid L& ohieig Koo
3. FHETEHET FHApRFE b A ok 1 &5
R ApHEd bt o bR K e Y g )
T AAAEM2Z M F 2 G AAHRAMN L AL FE A
e dp 1 o
(z) "B RAEEELTHBEXZ
1. 65%:i 33 % ¢ kin b LB K~ f FER 2 FARFTRE R
B e ok Bty R e A B o
AV EEE ES RNEEES RISy SEER JE 5P
EERAEFT A o
(1) FARRBGILRP
LoawAg7 2 5 hX P Fius % 22 b e
FRILF A& TP o

2. 6 AL P EURTH IR AL E B S 55Y

IS



W3 FARREILE P h

Key asset allocation objectives

What are your primary investment objectives? + What is your investment horizon?
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Trends in approved asset classes

Which of the following instruments are approved at your institution?

Sovereign eurobonds m 8 B89

m 2018 2017 2016 2015 2014 2013 2012 2011 2010 2009 2008 2007 2006 2005 2004 2003 2002 2001 2000 1999

Inflation protected bonds ﬂ 62 76 70 61 439 48 40 44 47 45 38 33 28 16 9 na na na  na  na

ﬂ 43 48 40 42 41 2% 33 20 N 29 48 44 48 4 21 244 21 2% 20 16
bk
DE

16

25 20 22 37 27 38 46 52 44 39 39 27 22 17 19 12

18 16 24 18 19 14 B 22 18 5 3 2 na na na na

0

1 na na na na na na na na na na na na na na na na na na

In % of total respondents, multiple responses possible.
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Key changes in asset allocation

Which of the following instruments have you increased/decreased in your portfolio in the past year?
Which of the following instruments would you want to own more or less over the next year?

% of respondents that
plan a decrease in

% of respondents that
reported a decrease

% of respondents that
reported an increase

% of respondents that
plan an inerease in

the coming year

in the past year

in the past year

the coming year

EH 5% -18% Supranationals 32% 3 38% i
-10% -18% Sovereign eurobonds 32% E ] 19% |
0% -14% US agencies 36% i 29% I ]
0% -5% Inflation-protected bonds 14% | 10% ]
0% 0% Covered bonds 18% E | 10% P
0% -18% Green bonds 9% ] 0%
0% 18% Bank debt 18% | 29% s |
0% -5% Corporates 27% i 29% ]
0% 0% MBS / ABS 18% | 14% |
0% 5% EM hard currency debt 18% r 10% i |
Ij -10% -9% EM local currency debt 27% I___] 24% _I
I 5% -5% Equities passive 9% | 5%
0% 0% Equities active 5% 1l 0% F
0% -5% Multi-asset products 9% :] 0% H
0% 5% Gold 0% 0% m’*
0% 0% Commeaodities (excl. Gold) 0% 0% continues
0% 0% Hedge Funds 0% 0%
0% 0% Private Equity 9% L] 5% }]
0% 0% infrastructure (equity & debt) 0% 0% i

Source: UB5 Annual Reserve Manager Survey, results as of June 2013
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Currency focus: Changes in 2018/19

How have survey participants altered their currency allocation during the past year?

% of respondents, multiple responses

60%

A0%

20%

0%

-20%

-40%

-50%

-15%

Dwollar

lusD still default currency to
Y invest new reserves)

-B%

“15% -15% “15%
-31%
-4E%

Eurg Yen Pound CAD dollar ALD dollar ROK RME RUBE
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Currency focus: Outlook

How do survey participants expect their currency allocations to change going forward?

% of respondents, multiple responses

80%

60%

40%

20%

0%

-20%

-40%

-60%

-38%

Dollar Euro Yen Pound CAD dollar AUD dollar NOK RMB
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Performance and Risk management

How do you measure risk in your portfolios? Do you take any tactical positions
80% compared to benchmark?
70% o
70% '
960% No
1%

§_50 %
d
40%

30%

% of respondents, multiple
ns

20%

10%

0%
VaR Tracking error CVaR Max Drawdown

WO: 2 ite P SKiT

Do you use derivatives within your reserve If you use derivatives, what are the main objectives
portfolio? for using them?

90% 86%

@
2
&

3
&

@
2
&

% of respondents, multiple responses
u
2
£

40%
30%
20% 14%
10% 4%
0%
Hedging Trading Yield Leverage
Enhancement

10
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External asset management

What percentage of your reserves are currently
externally managed?

16%

m No external
fund managers
0-5%

6%

m5% - 10%

10% - 20%

20% - 30%

19%

What assets are externally managed?

What asset classes of external fund management
interests you the most?

ABS/MBS/CMBS

Developed market corporate debt
Developed market sovereign debt
Total-return of return in fixed income
Short-term liquidity products
Inflation-protected bonds
Emerging market sovereign debt
Equities (Emerging Markets)
Equities (Developed Markets)
Real estate

High-yield debt

Absolute return products
Derivatives

Hedge funds

Hedging program

Private equity

Emerging market corporate debt

« External mandates currently exist mainly in the area of DM sovereign and corporate debt, as well as inflation-protected

bonds, short-term liquidity products and ABS/MEBS/CMES.

+ 36% of respondents indicated that they are interested in tail-risk hedging strategies

Source: UBS Annual Reserve Manager Survey, results as of June 2019.
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Climate Risk Special: Key reasons for central banks

What are the key reasons for central banks to specifically consider climate risk in the investment portfolio?

% of respondents, multiple answers possible

We have a fiducuary duty towards the general public and therefore have to

0
invest in a sustainable way 62%

Climate risk has implications for our mandate in terms of financial stability and
inflation management

We want to follow peer best-practices

We want to lead by examplewhen it comes to the way in which we invest our
money

We want to proactively address this topic in anticipation of increased pressure
from stakeholders
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Climate Risk Special: Key reasons for central banks

Have you experienced increased pressure to consider climate risk in your portfolio over the past year?
% of respondents, multiple answers possible

Yes, we have seen increased interest in discissions with peers and at conferences 56%
No, we have not seen any increased pressure towards considering climate risk

Yes, we have seen an increased number of media report

Yes, we have seen increased queries from interested froupd and NGOs

Yes, we have seen increased scrutiny from politicians and supervisory bodies 6%
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Climate Risk Special: Key obstacles for central banks

What are the key reasons for central banks to NOT specifically consider climate risk in the investment portfolio?

% of respondents, multiple answers possible

Benchmarking issues (eg no available benchmarks for our universe or need to

o,
integrate third-party data) 67%

Climate risk has implications for our mandate in terms of financial stability and
inflation management

We want to follow peer best-practices

We want to lead by example when it comes to the way in which we invest our
money

We want to proactively address this topic in anticipation of increased pressure
from stakeholders
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Climate Risk Special: Different approaches

What is (or would be) your approach to considering climate risk specifica]ly.“\

% of respondents, multiple answers possible
Asset allocation 48%
Apply an exclusion list that takes into account climate risks 45%
Risk management at partfolio level

Focus on investments in specific assets or sectors

Focus on climate risks investments in specific companies
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Climate Risk Special: Asset classes in scope

What asset classes in your portfolio would you consider managing sustainably?

% of respondents, multiple answers possible

Fixed Income — Government Bonds 7%

Fixed Income - Corporates
Equity (Passive)

Equity (Active)

Fixed Income — High Yield
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Climate Risk Special: Performance considerations

Would you he willing to tolerate a decrease in performance when considering climate risk in your portfolio?

Only if the benchmark is
changed as well so that relative
performance is not affected
53%
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