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Taking a tilt in Asia Pacific
towards thematic strategies

Vontobel

Exclusive research by Vontobel shows that while new and emerging themes
are gaining traction with the region’s intermediaries and institutions alike
in equities allocations, there is scope for thematic investing to play a more

meaningful role in portfolios.

Executive summary

It is easy to see why there is so much excitement in the
financial community about the potential for thematic
investing.

Various structural trends are shaping the world around us
in different ways — and all at a rapid pace. As a result,
portfolio strategies are looking more closely than ever at
how to capitalize on the longer-term socio-economic,
geopolitical, demographic, technological and behaviourial
shifts underway.

Fund flows reflect this, and continue to break records
every quarter. The latest Morningstar data, for example,
shows global sustainable fund assets hitting a new high
of USD 2.3 trillion in the second quarter of 2021, led by
equities. By region, Europe secured the majority of net
inflows, at USD 112.4 billion, followed by the US at USD
17.6 billion and then Asia at USD 1.2 billion.

Even despite a deceleration in Asia Pacific in the pace of
net inflows from the first three months of 2021, it was
the fifth consecutive quarter of growth overall.

This tallies with the views of over 40 intermediaries and
institutions in Asia Pacific whom Vontobel surveyed in
mid-2021. They were mostly located in Hong Kong and
Singapore, but respondents were also from Australia
and New Zealand.

The objective was to highlight what investors in this
region think about thematic investing and how they are
implementing these strategies - plus, how this compares
with the views of professional investors in Europe, based
also on a recent Vontobel study.

Key takeaways among investors in Asia Pacific

The majority allocate some of their equity port-
folios to a thematic approach

Over the next one to three years, three-quarters
expect to increase these allocations

The clear preference among investors in the tar-
get countries is climate change and ESG
themes, along with new technologies such as
artificial intelligence (Al), robotics and 5G

Well over half of investors take an active
approach to thematic investing

Just under half intend to increase the number of
third-party managers they use in this space over
the next 12 months

Yet regardless of the high-level appetite for thematic
strategies, fuelled in part by the acceleration of cer-
tain market trends due to Covid-19, there are notable
differences from one portfolio to the next in Asia
Pacific, in relation to exposure, priorities and future
plans.
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Thematic investing in Asia Pacific -
at a glance

Thematic appetite - today and tomorrow

///// 7. 57% Europe ’/// 7. 49% Europe
7 7
% /4

N

89% 43% 7 75

o2

\

investors who allocate at least some of their investors who allocate more than 20 % of their investors who expect to increase their
equity portfolios to a thematic approach equity holdings to a thematic approach thematic allocations over the next
one to three years

Covid-19 sharpens the focus on thematics

64 %

investors who believe the pandemic greatly investors who disagree that uncertainties due to the pandemic
boosted the case for a thematic approach make it the wrong time to change investment approaches,
such as adding exposure to thematic strategies

Asian investors opt for a more active style = Catering to investor preferences

57 % Europe 29% Today - preferred themes

Active
investors who take either 1 climate change and ESG investing
an entirely active 11%
or mostly active  46% . .
approach to thematic investing 2 new technologies (Al, robotics and 5G)
36 % Europe 48% 3 digital transformation of the global economy
A bit of both

investors who prefer a mix of One to three 3 years’ time - increases in allocation

active and passive investing
1 climate change and ESG investing
7 %
O Europe 23%

M Passive 2 urbanization and smart cities
Yy investors who take a largely
passive approach 3  carbon neutral investing

Diversifying thematic providers
46 % 7. 67 % Europe
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investors who intend to increase the number of third-party managers they use for thematic strategies in the next 12 months

Source: Vontobel
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Allocating to thematics - trends and expectations

This proprietary research study highlights some interesting
trends in terms of current and expected equity allocations
to thematics in Asia Pacific.

In short, there is a mixed approach among different types
of investors, many of whom are less developed in their
engagement of thematic investing than their counterparts
in Europe.

For example, 43% of investors in Asia Pacific allocate
more than 20 % of their equity portfolios using a thematic
approach, compared with 57% in Europe.

At the same time, as many as 32% of respondents in Asia
Pacific have less than 10% of their equity holdings allo-
cated to thematics. For 11 %, meanwhile, they don’t take a
thematic approach at all as part of their equity exposure.

However, respondents in Asia Pacific who see value in
thematics have a strong conviction when it comes to this
approach; half of investors who do engage thematic strat-
egies allocate at least 40 % of their equities portfolio in
this way.

When looking one to three years ahead, the lower overall
base of investors in the region with exposure to thematic
strategies is expected to result in higher growth in Asia
Pacific during this period.

More specifically, 75 % of investors believe they will
increase their thematic allocations, either significantly
(25%) or somewhat (50%,. It is also notable that not a sin-
gle respondent expects to reduce exposure to thematics.

There is also room to grow in Europe, too, with 49% of
respondents to the survey planning to boost their thematic
allocations over the next three years.

Asia Pacific’s active mindset

There is stark contrast between the geographies In when
it comes to the preferred investment style for thematic
strategies.

In Asia Pacific, 57 % of investors take either an entirely
active (11 %) or mostly active (46 %) approach, with only
7% preferring to be largely passive. A mix of styles is the
ideal route for just over one-third (36 %) of these investors.

The research in Europe highlighted a more balanced
approach; 23% of investors favour being explicitly
passive, with 48% using a mix and only 29% pursuing
an active style.

Vontobel

Picking preferred themes

The Asia Pacific study also identifies what’s popular
among intermediaries and institutions — both at the
moment and with a one- to- three-year time horizon.

Across both types of investors, two clear themes are
front-of-mind: climate change and ESG (environmental,
social and governance) investing on one hand, and new
technologies such as Al, robotics and 5G on the other.

The region is clearly also heavily influenced by the rate of
digital adoption across sectors and markets; digital trans-
formation of the global economy, including fintech, also
has strong backing.

While social issues relating to demographics, ageing pop-
ulations and emerging middle class populations are
somewhat popular, they trail the most desirable themes
by some distance.

By contrast, the European research pinpointed resource
scarcity as the most popular theme today. There is also
consistent support for the new post-pandemic normal,
plus urbanization and smart cities, as well as climate
change and ESG investing.

Planning for a new future

Yet the next one to three years does bring about some
shifts in investor appetite in both regions, although the
research shows a lot of consistency across such multi-
year themes:

Portfolios in Asia Pacific will reflect significant
increases in allocation to climate change and ESG
investing, however exposure to urbanization and
smart cities will likely grow

Investors in this region will also further embrace the
“new normal” brought about by the pandemic and the
changing behaviour of consumers, along with demo-
graphic changes and efforts to realize the goal of car-
bon neutrality

— In Europe, urbanization and smart cities is expected to
become the most popular theme, with resource scar-
city, and also climate change and ESG, also high on
the list
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Playing catch-up in Asia Pacific

The study of various investors in the region also shows
a material impact of Covid-19 on the penetration of
thematic investing within portfolios.

Unsurprisingly, the dramatic nature of how the world
changed so quickly has been responsible for steering

a growing number of intermediaries and institutions

in Asia Pacific towards key themes as part of their asset
allocation.

For example, 43% say the pandemic has greatly boosted
the case for a thematic approach. This lags the findings
in Europe, however, where just over half (51 %) of investors
think the same.

Yet 54 % of Asia Pacific-based investors believe Covid-19
has accelerated the pace of trends and themes to which
they either already have investment exposure or are inter-
ested in acquiring exposure. This is greater than the 50%
of investors in Europe who think the equivalent.

Vontobel

About the research

In July and August 2021, Vontobel
surveyed 48 institutional investors
and intermediaries across 5 countries
in Asia Pacific.

This study is a follow-up to the study
we did earlier this year across the
EMEA and CH markets. The earlier
study surveyed 300 institutional
investors and intermediaries across
14 countries.

Arguably, the unsettling nature of the pandemic has per- Countries
haps had the greatest impact on the desire among inves- Singapore 56%
tors in Asia Pacific to adopt new ways of allocating. This Hong Kong 27 %
is seen by the fact that nearly two-thirds (64 %) disagree New Zealand 11%
on the view that uncertainties due to the pandemic make Australia 4%
it the wrong time for fundamental changes to their invest- Thailand 2%
ment approach, such as adding exposure to thematic
strategies. Organization type

Bank 24%
In need of more external support Bank — Global 21%
The growth in appetite for thematic strategies has also Private Bank 10%
brought with it awareness among many investors of Bank — Treasury 9%
the need for greater levels of expertise from third party EAM 9%
specialists. Family Office — Multi 9%

Family Office - Single 6%
The Asia Pacific study, for instance, suggests a strong Fiduciary Manager/OCIO 6%
interest in diversifying providers of thematic strategies; Corporate — Treasury 3%
46 % of these investors intend to increase the number Pension Fund 3%
of external managers they use for thematic strategies Consulting 2%

over the next 12 months.

Legal Information

The information contained in this document is not intended for distribution to or use by any person or legal entity in any jurisdiction or country
in which such distribution or use would violate any valid law or regulation or would require Vontobel or its affiliates to register within that
jurisdiction or country. Vontobel makes no assurances that the information contained in this document is suitable for use at all locations or by
all readers.

This document does not in any jurisdiction constitute, directly or indirectly, a recommendation, offer or solicitation to the public or anyone else
to subscribe to, purchase, hold or sell a financial instrument and is not to be construed accordingly.

US: Distribution to US persons by Vontobel Asset Management, Inc. (VAMUS), Vontobel Swiss Wealth Advisors AG (VSWA) and Vontobel
Securities Ltd. (VONSEC). VAMUS and VSWA are registered as investment advisers with the U.S. Securities and Exchange Commission (SEC)
in accordance with the current version of the 1940 U.S. Investment Advisers Act. Registration as an investment adviser with the U.S. Securities
and Exchange Commission does not presuppose a particular level of skills or expertise. VONSEC is registered as a broker dealer with the

SEC in accordance with the 1934,

U.S. Securities Exchange Act and is a member of the Financial Industry Regulatory Authority, Inc. (FINRA). VAMUS, VSWA and VONSEC are
wholly-owned subsidiaries of Vontobel Holding AG, Zurich, Switzerland. VONSEC assumes responsibility for the content of a report prepared
by a non-US subsidiary if VONSEC distributes the report to US persons. United Kingdom: This document has been approved by Vontobel
Asset Management SA, London Branch, registered office at Third Floor, 22 Sackville Street, London W1S 3DN. Vontobel Asset Management
SA, London Branch, is authorized by the Commission de Surveillance du Secteur Financier (CSSF) and is subject to limited regulation by the
Financial Conduct Authority (FCA). Details on the extent of FCA regulation can be obtained upon request at Vontobel Asset Management SA,
London Branch.
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Vontobel Pte. Ltd. Is licensed with the Monetary Authority of Singapore as a Capital Markets Services Licensee and Exempt Financial Adviser.
This document has not been reviewed by the Monetary Authority of Singapore. This document should not be considered as a solicitation to
the general public or a member of the general public in Singapore to subscribe to or purchase financial instruments, either directly or indirectly.

This document has been approved by Vontobel Asset Management Asia Pacific Ltd registered office at 1901 Gloucester Tower, The Landmark
15 Queen’s Road Central, Hong Kong and Vontobel Limited registered office at 1901 Edinburgh Tower, The Landmark, 15 Queen’s Road
Central, Hong Kong. Hong Kong: The content of this document was not reviewed or approved by any regulatory body in Hong Kong, including
the Securities and Futures Commission in Hong Kong. You are therefore advised to exercise caution and, in the event of doubt regarding the
contents, to seek independent professional advice.

Australia: This document has been approved by Vontobel Asset Management Australia Pty Limited (ABN 80 167 015 698), holder of Australian
Financial Services Licence No. 453140, and this company bears responsibility for its content. Further information for investors based in
Australia can be found at: Vontobel Asset Management Australia Pty Ltd., Level 20, Tower 2, 201 Sussex St, NSW-2000 Sydney, Australia. Infor-
mation in this document was not prepared especially for investors in Australia. It may (i) include references to amounts in dollars other than
Australian dollars, (i) contain financial information that has not been prepared in accordance with Australian legal requirements or practices,
(i) not cover potential risks associated with investments in foreign currencies and (iv) not take into account Australian tax issues. Germany:
This document has been approved by Vontobel Asset Management SA, Munich Branch, registered office Leopoldstrasse 8-10, 80802 Munich
and by the Commission de Surveillance du Secteur Financier (CSSF) and is subject to limited regulation by the German Federal Financial
Supervisory Authority (BaFin). Details on the extent of regulation can be obtained upon request at Vontobel Asset Management SA, Munich
Branch. Italy: This document has been approved by Vontobel Asset Management SA, Milan Branch, registered office Piazza degli Affari 3,
1-20123 Milan, Italy (telephone: 026 367 344). Vontobel Asset Management SA, Milan Branch, is authorized by the Commission de Surveillance
du Secteur Financier (CSSF) and is subject to limited regulation by the Italian National Bank and the CONSOB. Details on the extent of regula-
tion by the Italian National Bank and the CONSOB can be obtained upon request at Vontobel Asset Management SA, Milan Branch. The con-
tent of this document has not been reviewed or approved by any regulatory body, including the Italian National Bank or the CONSOB. This
document should not be considered as an offer to the general public or a member of the general public in Italy to subscribe to or purchase
financial instruments, either directly or indirectly.

This document is a general communication. It is not independent and was prepared exclusively for informational and educational purposes.
The information and opinions contained in this document (jointly “information”) are not to be taken as forecasts, research, recommendations
or investment advice. Readers bear sole responsibility for decisions made on the basis of information in this document. They must not rely
on information in this document when making an investment decision or any other decision.

This document was not prepared on the basis of individual investor relations. Nothing in this document constitutes advice regarding taxes,
accounting, regulation, law, insurance, investments or any other form of advice regarding subscribing to, purchasing, holding or selling
securities or other financial instruments, making transactions or following other investment strategies.

All information in this document is provided on the basis of knowledge and/or the evaluation of the market at the time of preparing the
document or at the time stated in the document without making any express or implicit representations

or warranties of any kind. Vontobel is not liable for any direct or indirect losses or damage that result from the information available in this
document, including but not limited to loss of earnings, or for any losses or damage incurred as a direct or indirect result of the use of
information contained in the document.

All information contained in this document can become void or change as a result of subsequent political or market events or for other reasons.
However, Vontobel is under no obligation to update this document. All forecasts, forward-looking statements and estimates contained in this
document are speculative. Various risks and uncertainties mean that it cannot be guaranteed that the estimates or assumptions made will
prove to be correct and actual events and results may differ significantly from those presented or expected in this document. The opinions
expressed in this document may change as a result of market, economic and other conditions. Information in this document should not be
interpreted as a recommendation but as an illustration of general economic issues. Please note that past performance is not a reliable indicator
of current or future performance and that forecasts are essentially limited and must not be used as an indicator for future performance.

Vontobel releases itself, insofar as is possible under the applicable law, from any liability for direct or indirect damage or losses resulting

from the information provided here or from the absence of information. Although Vontobel believes that the information in this document was
compiled with all due care, Vontobel makes no express or implicit guarantee of the accuracy or completeness or the information, text, figures
or other elements included in this document. The document should not be used as a reliable basis for decisions. Vontobel accepts no liability
in this regard.

The information included in this document does not constitute a contractual relationship between the provider of this information and the
readers of this document and is not to be interpreted as such.

All aspects of this document are the copyrighted property of Vontobel or third parties. Information in this document is intended for your
personal, not commercial, use.

Vontobel, members of the management team or employees may have invested in the past or currently invest in financial instruments about
which information or opinions are included in this document, or they may invest in these instruments in future. Vontobel may also have provided
services in the past, may currently provide services or may provide services in the future for issuers of these financial instruments, including
e.g. corporate finance or market making services. It is also possible that employees or members of the management team at Vontobel have in
the past exercised certain functions for the issuers of these financial issuers (e.g. work as member of the management team), or that they exer-
cise these currently or will do so in future. Vontobel, employees or members of the management team could therefore have a personal interest
in the future performance of financial instruments.

Bank Vontobel AG
Gotthardstrasse 43
8022 Zurich
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