2022 GLOBAL ASSET TRACKER

While markets were experiencing significant volatility rising inflation and interest rate hikes more rapidly than
mainly due to the monetary policy shift, in the second expected were perceived to be the main risks for

half of January PWM conducted its 7th annual global financial markets. But expectations for above average
asset tracker research to canvass investment and asset global economic growth and solid earnings led
allocation intentions for 2022, and beyond, of chief investment professionals to recommend clients prefer
investment officers and market strategists at 52 equities and risk assets over bonds, while keeping

institutions, managing a combined $15tn in client assets.  portfolios well diversified across asset classes, including
Until Russia invaded Ukraine, economies and markets alternatives.

were expected to be on a path to normalisation in 2022, Only 20 per cent believed that geo-political risk would

after solid economic growth and record market returns represent a top risk for financial markets this year, in

achieved last year. Monetary policy tightening to fight terms of impact.

FIGT

ON EQUITY MARKETS

Investors should prefer equities over fixed income
High stock valuations and rising inflation are clients' biggest concerns today
Clients should gain greater exposure to longer term investment themes
Investors can expect high single digit returns in global equities
Investors should prefer value and cyclical stocks over growth stocks
Investors should increase exposure to more defensive sectors, quality firms and dividend growth strategies
The valuation of S&P 500 is fully justified by corporates' earnings
US stocks will continue to outperform EM and developed international stocks
FOMO, TINA and BTD will continue to support equity markets i
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FIG2

ON THE MACRO-ECONOMY

Corporate earnings will be solid but more average than in 2021
The pandemic will become endemic and we will learn to live with the virus
The economic recovery and bull market are maturing, with moderate growth expected ahead
Central banks will normalise their monetary policy in a gradual way
Inflation is going to peak soon and is likely to retreat to tolerable levels
The world economy and equity markets have not peaked and have room to grow
The global supply chain is gradually becoming more local, providing new investment opportunities
Asia, led by China, will provide greater investment opportunities in the second half of the year
Both monetary and fiscal policy will continue to support the economy

Interest rates will remain low or negative 1 R ,
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FIG 3

PORTFOLIO MANAGEMENT

Investors should prepare for rising market volatility

Active management will outperform passive management

Investors should seek unconventional yield, such as dividend equities or Asian high yield

Investors should protect portfolios from (rising) inflation

Alternative investments will outperform traditional investments

Clients should seek yield in real assets, EM bonds and global high yield

Clients should now increase their cash allocations for tactical investment opportunities

Clients should allocate a (small) percentage of their assets to cryptocurrencies and digital assets
Income investors forced into equities for scarce yield will move back to traditional fixed income assets . . . . . . i
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FIG 4

STRATEGIC ASSET ALLOCATION JAN 2022

M Equity (45%)

M Fixed income (37%)
Alternatives (12%)
Cash (6%)

FIGS

STRATEGIC ASSET ALLOCATION 2022 VS 2021
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FIG 6

AVERAGE STRATEGIC ALLOCATION TO DEVELOPED
MARKETS AND EMERGING MARKETS EQUITY

Developed markets equity

Emerging markets equity
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FIG 7

TACTICAL ASSET ALLOCATION JAN 2022
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FIG 8

TACTICAL EQUITY ALLOCATION 2022 VS 2021 AND 2020
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FIG9

WHAT IS THE CURRENT CLIENT ALLOCATION TO THE
FOLLOWING ASSET CLASSES?

Equity ]
Cash ]
Hedge funds _
Real estate -

Private debt -
Private equity _
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FIG10

WHAT WILL CLIENT ALLOCATIONS TO THE FOLLOWING
ASSET CLASSES LIKELY DO OVER THE NEXT 12 MONTHS?

Private equity
Private debt
Equity

Hedge funds
Commodities
Real estate
Digital assets
Cryptocurrencies
Fixed income
Currencies
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FIGTT

EQUITY INVESTMENTS WITH THE MOST ATTRACTIVE
RISK-ADJUSTED RETURN OPPORTUNITIES IN 2022

Hi qual stocks w’ pricing power
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FIG12

FIXED INCOME INVESTMENTS WITH THE MOST

ATTRACTIVE RISK-ADJUSTED RETURN OPPORTUNITIES

IN 2022
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FIG 15

MOST ATTRACTIVE SECTORS IN THE EQUITY SPACE 2022

VS 2021
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FIG13

ALTERNATIVE INVESTMENTS WITH THE MOST
ATTRACTIVE RISK-ADJUSTED RETURN OPPORTUNITIES

FIG 16

MOST POPULAR INVESTMENT THEMES TODAY AND IN
THE FUTURE

IN 2022
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FIG 14

EXPECTED ALLOCATION TO ETFS IN
CLIENT PORTFOLIOS

Sustainable/ESG ETFs
Thematic ETFs
Commodity ETFs
Sector ETFs

Equity ETFs
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Technological innovation
Environmental sustainability
Healthcare/health tech
Energy efficiency

Inflation

Domestic consumption in EM
Demographics and ageing
China/Asia superpower

New normal post-Covid-19
Security and safety

Waste management & recycling
Social sustainability

Natural resource scarcity
Corporate governance
Deglobalisation

Urbanisation and smart cities
Metaverse

Wealth redistribution
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FIG 17/

PLEASE STATE BELOW HOW STRONGLY YOU AGREE OR DISAGREE WITH THE FOLLOWING STATEMENTS

STRONGLY AGREE  BOTH

AGREE
Thematic investing is typically through equity exposure 20%  68%  88%
Covid-19 has accelerated the pace of trends and themes to which we already have investment exposure 18%  68%  86%
Thematic strategies should be diversified enough over different sectors and avoid narrowly-defined investment themes 34%  52%  86%
Thematic investing allows advisers to engage with clients more and better tailor advice 28%  58%  86%
ESG is a key driver of thematic investing 32% 52% 84%
Growth in client demand for thematic investment funds has accelerated over the past 12 months 24%  60%  84%
Most investment themes are implemented through active strategies in my clients’ portfolios 24%  56%  80%
I expect our clients to significantly increase allocation to thematic investments over the next two years 20% 56% 76%
Thematic investing is a key area of focus for my private bank when building client portfolios 34%  40%  74%

Irrespective of if they outperform, the risk/return profile of our thematic investments will deliver diversification benefits 10% 62% 72%

Clients use both active and passive approaches to thematic investment 14% 56% 70%
The pandemic has boosted the case for a thematic approach 8% 62%  70%
We are looking to diversify investment providers as allocation to thematic investments increases 8% 58%  66%
Thematic investments will deliver superior investment returns to conventional approaches on the longer term 8% 54%  62%
Thematic investing is the best strategy to capture future growth 8% 50% 58%
Investment themes should only represent satellite investments in portfolios to avoid factor concentration 16% 42% 58%
Investment themes can represent core allocations in client portfolios 2% 44%  46%
Investment themes should be applied as an overlay to client portfolios 4% 42%  46%
Covid-19 has undermined the case for some of the investment themes on which we had previously focused 2% 26%  28%
Thematic allocations offset risk held elsewhere in our portfolios 2% 22% 24%
We tend to favour an explicitly passive approach to thematic investment 2% 10% 12%

FIG 18

CHALLENGES TO THEMATIC INVESTING

Many Investment themes already have future growth in the price

Client portfolios loaded with thematic investments tend to be highly correlated

Identifying themes when they are reaching a tipping point

Correctly identifying companies with real exposure

Most thematic investments driven by marketing campaigns and product pushes by institutions having vested interest in the products they sell
Difficulty in differentiating between a long-term trend or a short-lived fad

Difficulty in choosing the right securities for a given theme

Themes are generally added as a sum of one-off ideas, depending more on the marketing success of the sellers than true benefits to clients
Getting the timing right

Non-listed assets are not, or barely, represented in popular thematics
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FIG 21

TOP RISKS FOR FINANCIAL MARKETS IN 2022

Rate hikes more rapid than expected
Sticky/rising inflation
Geopolitical related risks
Premature fiscal/monetary tightening
US and Chinarivalry
Governments' record amounts of debt
Exogenous shocks
Unequal vaccine rollout
Covid variants that render vaccines ineffective
Increased protectionism
Rate hikes slower than expected
China slowdown/mismanagement of reforms
Pandemic-related economic/private sector scarring
The burst of the hypergrowth bubble
Increased regulation in certain sectors (eg tech)
Surge of populism
Rising inequality fuelled by two-speed pandemic recovery
Changing relationships between global powers
Global recession
Stagflation
Tax rises
Natural disaster via climate change

Brexit consequences L L L L1
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FIG 22

APPROACHES TO ESG INVESTING

It is more constructive to engage and support companies in their transition towards sustainability, rather than adopt a divestment approach
My institution always takes ESG integration into account when selecting investments for clients

My institution uses third party providers to rate sustainable investments

My institution uses proprietary digital platforms to ensure alignment of investment solutions to investors' values and impact reporting

My institution offers clients customised investment solutions aligned to SDGs

Clients increasingly want their investments to generate a positive impact rather than just being sustainable

The exclusionary/negative screening is the most widely used approach to sustainable investing in our client portfolios . . ,
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FIG 23

ESG INVESTING AND PRIVATE BANKERS' EDUCATION

We are going to enhance our advisers' education on sustainable investing this year

Client demand for sustainable and impact investing has continued growing over the past 12 months

Investors need greater guidance from educated advisers to understand how they can achieve their sustainability objectives
Sustainability is going to be the key driver of portfolio returns over the longer term

Clients' biggest concern around sustainable investing is underperformance

Private bankers often fail to reflect clients' values in financial planning and investment management discussions
0
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FIG 24

ESG INVESTING AND REGULATION

Governments have a crucial role in addressing climate change

A key challenge of sustainable investing is lack of transparency and recorded data
Regulation is a key growth driver of sustainable investing

Capital markets are not pricing in climate risks yet

Regulation can make it easier for greenwashing to occur

Greenwashing remains the biggest challenge of ESG investing
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FIG 25

IN FIVE YEAR'S TIME, WHAT PERCENTAGE OF CLIENT ASSETS
AT YOUR FIRM WILL BE ESG/ IMPACT INVESTMENTS?

Il At least 30% (40%)

B At least 50% (34%)
At least 80% (21%)
100% (4%)

FIG 26

ESG INVESTMENTS AS DEFAULT/PREFERRED INVESTMENTS IN GLOBAL CLIENTS’
DISCRETIONARY PORTFOLIOS

They are already default investments
They will be become default investments this year
They will be become default investments within the next three years

They will be become default investments within the next five years

Don't know
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BANKS PARTICIPATING IN PWM'S GLOBAL ASSET TRACKER 2022

ARG Banca Privada, ABN AMRO Bank, ANZ New Zealand Private Bank, Banca Generali, Banco do Brasil
Private, Itati Private Bank, Bank J. Safra Sarasin, Bank of America Merrill Lynch, Bank of Singapore,
Banque Syz, Barclays Private Bank, BBVA Private Banking, Berenberg, BNP Paribas Wealth Management,
BPI, CaixaBank, Citi Private Bank, Coutts, Credit Suisse, Danske Bank, DBS Bank, Deutsche Bank Wealth
Management, Edmond De Rothschild, EFG International, Fideuram-Intesa Sanpaolo Private Banking,
HSBC Private Banking, Indosuez Wealth Management, Julius Baer, Kasikorn Bank, KBC Bank, Kleinwort
Hambros, LarrainVial, LGT, Lombard Odier, Mediobanca, Millennnium bcp, Nordea Bank, Northern Trust,
Nykredit Private Banking, OTP Private Banking, Pictet, Quintet Private Bank, Raiffeisen Bank International,
RBC Wealth Management, Santander Private Banking, Société Générale Private Banking, SVB Private Bank,
Taishin International Bank, UBS Global Wealth Management, UniCredit Group, Union Bancaire Privée, Wells
Fargo Wealth & Investment Management
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