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p 2008 # £@iAtEE 50 2T A FIRE RE DL ERPI R
g d WETFAAS® VR 5 558 %A 7 MR EFRAZFIFTEP R
Figp$ A3 2019 # 5 0 kb > >z ETF F AR5 (Asset under
Management, AUM )= i# 5.2 *v £ =~ >3 {7iT 6,700 £ iT 10 # ETF AUM
Timgaf 55 206% (Bl 1) 29 2D 3 AUM 5+ > & 36 7V %
Ao B S H 08 E A ibE ot 23k ETFAUM 2 69.2%%
156% (TF®2~3)-

B 1 2019 #5°* K23k ETF# 5% 7&

o 9,182

Global ETF AuM in bn
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w 6,687
I
z 4.000 s 000 ETFs globally
3 .
= =
2 3,000 4,000 3
 ° 77 20.6%
£ -
= 3,000
2 2000 10 year CAGR
2,000
1,000 —p= 0/
1,000 1 1 -2 0

2019 growth

2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019
YTD

AUl in ETFs (hs) # ETFs (rhs)

F kL kR : ETFGI global and regional research
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European ETF market development

1,000 | 10year ETF market CAGR: 17.6% 2000 808

< 10 year UBS ETF CAGR: 36.4%
0 800~ 2019 market growth:11.3% 1500 Total Market AuMin bn
j 1
D .
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B v X ETF » 3~ 7

$ billion

21 2019&5° AwmHETF# A2 %8

Assets Market
Provider # ETFs (USDm) Share
iIShares 320 372,949 46.10%
Xtrackers 195 87,311 10.80%
Lyxor Al 231 67,064 8.30%
UBS ETFs 114 55, 446 6.90%
Amundi ETF 139 51,412 6.40%
Vanguard 25 41,535 5. 10%
SPDRETFs 94 34,213 4.20%
Invesco 119 31,198 3.90%
BMNP Panbas Easy 41 10,942 1.40%:
TOTAL 1,736 808,368 100.0%

7.4 % R : ETFGI global and regional research
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AL &k ¢ U.S. Federal Reserve System, Moody’s Investors Service
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BT R e S e SR TR S B L 5 ETR
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& iR
B L E AR ST FTE R AR FeF R AR

-

AR FHHBEUESREAT A (TERG)-

! Michelle Jones (2019) “Warning for Credit ETFs: Liquidity May Be Threatened by

Underlying Asset Liquidity”, ValueWalk, June 18.
2 Peter Lee (2018) “Investors Crowding into Bond ETFs May Be Walking into a Trap”,

Euromoney, Oct. 5.
5



M6 H#HKFARFTRLETF2 42 A3

TOP 5 REASONS FOR USING BOND ETFs

Liquidity—low trading costs 80%
Easy to use—operationally simple 78%
Quick access—speed of execution %
Single-trade diversification 59%

Avoid need for single security analysis 40%

Mote: Based on 86 responses
Source: Greenwich Associates 2017 Fixed-Income ETF Study

FEETFLAZRFTASFAFRY #HAE Fagad 30 A
&% 3P4 % A £ 1995 GREENWICH ASSOCIATES %t % B %' 2 @ 4%
FETF 2754 2°%, 61%:hi%th 2 P33 ok & 3 & p 3 4o 4 ETF 0

PR R AER TR R R TR X ETR S 2 & P {7

\l

FHETF S A RELT 8 B ALRFRFT LA GIEHRS A

—

Moody’s ** ETF # i F A AR P 2 iid b %3F 2% 47 (T F

W7) priametprih dREEBHF S L EaT g ETF

BR AR FRREEL RARE  REDFERAEN . A FFRS
P b 3
ﬁé'ﬁﬁﬂ]’ 7 'Hi%_% j\zf/féh"‘? Hf& Z‘ﬂaa __’4&_’__’ ’ﬁ\g

Moody’s Fp3+2b42i72. 2 % 2 P -2 2 ETF 3 #2 R jnd g | ‘ﬁ

% Andrew McCollum (2019) . “Insurance Company Investments in ETFs: Accelerating
Growth Ahead,” GREENWICH ASSOCIATES, Feb. 2019.
* Fabi Abdel Massih (2019) “Moody’s Warns Liquidity Issues Threaten ETF Market”,

Moody s Investors Service, May 10.
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ETF H{Exbhifg

iy B E R 5 S A E A4 A% Rk il - R
B AL BP0 b E e U e I TR S g
B FLAHEFTAREE (FB-TF42)

Issuer type:
Multilateral Development Banks
Denomination currency:

US Dollars
Coupon:
Fixed rated bonds only
_— Time to maturity:
>12 months.
Market of issue:
domestic & private placements
Quality: ’7 are excluded. Capping:
OA: :f;;t(ai-ogyi? 25% at issuer level
Amount
— outstanding;
Min. USD 500 mn .
Security type:
| Bullet and Callable. (dual currency Weighting:
notes, conlver’[ible bonds and Market cap weighting
Source: UBS Asset Management and Solacive. Data s of 31 May 2010, inflation linked bonds are excluded.)
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ETF 2 SWOT £ 47
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Frrend & 23 % 5 H SWOT A 45404 4

% 4 ETF 2. SWOT % #7
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3% (Weaknesses)

L %Afce FARE

2253 R RAMBEOEEF B R LEFB
AT

3. pre /iR BT R

4.FBEP KRR

5. 8 14 1

6. F % Bk &

()

LALFF 2
42 EHGFL R R

2.k pdpio iz TR L HEFT S

R

4. 415 b &

5.1 % b '

P fE R E

[

14




# ¢ (Opportunities) = (Threats)

}

v de Smartbeta ETF @ /4303 #3V 3K T8 | 1 2pp EANRE 2. 2 et

sl

B P PREEg K | 2ETF & esjkes gk it
21

F2 i BHEFRT &

LCR % Net Stable Funding Ratio, NSFR) .47 -
LR S TR ETF & (High Quality
Liquid Assets Bond ETF, HQLA )

.ESG,Green Bond 2k 3 F 4%t

MES L Ep: 24

S ESRFHA B AFS TR
(Quality) ~ % (Value) ~ & & (Momentum) ~ 2R

#- (Size) % Mk # F (Minimum \Volatility )

TR kR Ay R

= v UBSHETFHRFT4 %

UBS &3 % 4 X ETF B Fad » A4 3 2019 & 37 2 %
FREFFZO0RBE~ > EE RS TN FETF B FE 2 6.9% 3T

10 & T304 £ % 5 36.4% - UBSETF 4 & . F B4 vk 4o
(=) pat THFARL 2 DE

UBS EARFFF A » > A2 k2 = VG X
A R RERTFT RS IR RER G2 B UST 2 R
Ui Bema R (tracking difference) £7:f BiGF £ (tracking error) e

UBS %33 Bidp el 7 e & pF o ¥ o or 2 K (Stratified
Sampling) # vt » 222 % gmﬂﬁiv‘ T3 R ‘g RS F A @ (kY

G E Y R e b A EHAMAE E L Ak s
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T2 b CERTARERY (FO) FudfiEm, nEnEz

>R ":ialp i

Replicate index exposures

o Currency

+ Duration

o Yield Curve

o Sector

« Country

« Subordination

Manage tracking error

SR ATINIPHEAF AR A G2 EHE R -

MO B dpdicd A%t

................
.....

Optimal

Minimize transaction costs

- Index
. portfolio

« 'Stratified Sampling'

o Efficient management of cash flows

+ Monitoring liquidity

+ Intra-manth decisions to benefit the portfolio

- New issue market

+ Rigorous risk controls
+ Preand post trade quideline monitoring
« Performance attribution

(=) #37F &41F7

- Corporate actions

- Rating changes

- Bonds that will leave the index
« Derivatives when beneficial

7 kR - UBS Asset Management

pds
A

UBS:E™ B B F A ¥ M Eiz ¥ip Tk » 4 P & gim

RBBALE AT AH MR R BcE AL RES R WP

B . NN

= & & ETF (IG corporate bond ETF) ~ 787 3-i

ETF (emerging market bond ETF ) ~ #<id % % ETF (inflation-linked

bond ETF) ~ ESG ETF % Smart beta and factor ETF % o

(Z) #h'af 2 LFAR

UBS p 7

BRGER i OLER ST 2 BARRA B % F

1P FA ]) Ve ull ;&5—‘«?]53« N ggg« N 13? \j;ﬁﬁ%:}iﬁ WM LR v FR

B ,} {372 T2 & 7 & (recalibrated ) b *& %% - # pe
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FENRAN  BREFTARLAEL  » BTBEREAFRTE

B 10 %= 5 g 03]

£ £
On index level: Z -3 On fund level:
o The higher the tracking The higher the hedging
frequency, the lower the § 4l frequency,
tracking error. ] g
) -l * the higher the trading
* Contiguous hedging % 15 cost of the fund
results in zero trackin o . -
error. ’ i T?E;Lm&!f ol . the higher the drag and
the lower the ETF
0 performance.
_E ___// \-— -g
low Hedging frequency high
v

The optimum depends on the volatility and the trading costs of the underlying portfolio.
Across all underlying and currency combinations, monthly hedging has proven to be the best
compromise for physically replicated ETFs.

Source: UBS Asset Management, March 2017

Bl 11 f1 5 @& Hi-d)

Broad Maturity Short Interest Rate
Maturity hedged
T ah T uA
Tt TE
> ¢ > 2
g g
£ £ Corporate Yield
S Credit Risk 3
Credit Spread
Interest Rate .
Risk Interest Rate Treasury Yield
Risk
Interest Rat .
All duration bonds Short duration .n'eres nate Maturity
Risk passively .
bends offset with .., ShortTreasury Yield
(1-5 Year) short Treasury
Futures

Interest Rate
hedged Bonds

Source: UBS Asset Management, March 2017
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ETF) 2301 i~ (324 17%) £ = 5 £ B BR L dpdc (7 17153
z F %A ETF) 1425 &~ (664 > 11%) (® 12) -

12 RIp4RGH 7 ETF 402 fhi

HEFER fox o
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9,000 —— . FLETF —— 15 ] B R ETF - m= 15 H {f &ETF - 90
8,000 - - 80
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4,000 - - a0
3,000 - - 30
2,000 - § X - 20
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-
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- - --.-. L -

20165 [E 20175 [E 201BF[E 2019 THE
AR AR A E

TAFRERFRAFLETF PR3 2019E7 0 R BP FEETFHERAZ 7
WFERT At AR A 2H20E0 2 A1 2H20£5 1-WHEHF20#0D
za[a]qxilﬁ 20FF 1o WL HLFER A9~ o

18



H ¢

‘*m\ﬁb-

ez, ETF—= % £ Wucip20 28 (1+) %
FER O R ERE
B~ (R TSRO

IS

RF £

v
e

ARe & LI

600,000

500,000

dmoAPE- R R

300,000
200,000

100,000

W H AT {l
| — ¥. B %
— G @ IR A A
— A 35 1 '
w— i gk 35
—e— it
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232019 & 7 " &t
B2 140 13 SRR
¥ 5) #2018 & R H 4v 74 W 5633 o & 1.5
Wi X ETF B 3 o

M 13 AEF % ETF L & i 4k g v

937,999

840,738

580,727

374,678

VR RGR - AR S iTAR A ®

%5

211,087 [
150,489
e f'= N N .l.
106/12 10“ 3 | 10706 | 107709 | 107712 | 10803 | 10806 | 10807 |
936 25,596 41,620 65,824 170,370 334,225 468,632 509,174
34,305 45,197 56,525 | 69.649 77.919 | 102,802 105,223 118813
3 14,161 37,180 65,225 73,198 76,239 158,607 183,259
874 3,043 2.812 1,753 39571 59,783 91,593 108,891
952 13,329 12,352 8,636 13,620 7,678 16,683 17,862
37,067 101,326 150489 211,087 374,678 580,727 840,738 937.999
I\ = % v 5‘__1__ [ g_n—g = P
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