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Attached is a letter from UBS requesting an exception from Regent Policy 8.207
pertaining to the University’s investment policy. This exception is desired to allow
investment in a fossil fuel free investment fund. This item is requested for review and
approval at the Budget and Finance Committee meeting on February 11, 2016.

Administration requests that the Board of Regents make an exception to the policy, in
this instance, so that UBS may invest in the specific investment product.

Attachments: UBS correspondence and fact sheets

c: University Internal Auditor (w/o Attachments)
University Controller (w/o Attachments)

2444 Dole Street, Bachman Hall, Room 201
Honolulu, Hawai’i 96822

Telephone: (808) 956-8903 • Fax: (808) 956-5286
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UBS Financial Services Inc.
UBS Institutional Consulting Group
733 Bishop Street Ste 1600
Honolulu, HI 96813

Ronald H. Kikawa
Senior Vice President— Investments
Senior Institutional Consultant

Tel. 808-526-6981
Fax. 808-521-2798

www.ubscom

February 3, 2016

To: University ofHawaii
Board of Regents
Committee on Budget and Finance

Re: Request Investment Policy Statement Exception for Fossil Fuel Free Investment

Dear Board of Regents,

UBS requests an exception to the Investment Policy Statement. We would like to invest in a new Exchange Traded
fund that came to market on Nov. 30, 2015. It is called the SPDR S&P 500 Fossil Fuel free ETF (SPYX). Please see
the attached fact sheets. This fund is basically the S&P 500 index without fossil fuel companies.

When we first began the divestment in fossil fuel companies in early 2015, we anticipated there would be new
products coming to market that addressed the issue of fossil fuel divestment. We are now seeing such products being
introduced into the market. The benefits of this particular product are good diversification, low net expense ratio
(20bps) and the lack of fossil fuel companies.

The Investment Policy Statement requires a comparison of fund performance to a benchmark over a 3 year period.
Since this product is new, there is no 3 year performance history for comparison purposes. In addition, this product is
an index so we do not expect it to deviate much from the applicable benchmark. We are requesting that the Board of
Regents make an exception to the policy so that UBS may invest in this product.

Sincerely,

Ronald H. Kikawa
Senior Vice President — investments
Senior Institutional Consultant

Senior President — Investments
Institutional Consultant

Paul CFA
Account President
Portfolio Manager

UBS financial Sen,ices Inc. isa subsidiary of UBS AG



SPOTLIGHT

Why Fossil Fuel Free Investing
is Gaining Momentum December2015

by Chris McKnett, Head ofEnvironmental, Social and Governance (ESG) Investments
and Thomas Guarini, Product andPortfolio Consultant, S?DR ETFs andSSGA funds
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Why Fossil Fuel Free Investing is Gaining Momentum

The main fossil fuels are coal, oil and natural gas. Burning them

for energy produces high levels of carbon dioxide, one of the
• greenhouse gases that cause global warming.4 The consensus
scientific viewis that global temperature increases need to be
held below a 2°C threshold, to avoid major climate impact.
Emissions need to plateau in the next fewyears and then be
substantiallycurtailed by the middle of this century to meet
the 2°C ceiling, according to this consensus scientific view
(see Figure 1).

The Investment Case for Fossil Fuel Free

Many proponents of divesting are motivated by values
and consider fossil fuels ethically undesirable from an
environmental point ofview, but increasingly there is also the
question of whether or not they may become economically
unsustainable. Bringing the notion of instability into a more
immediate frame of reference, Bank ofEngland Governor Mark
Carney warned in a recent speech that climate issues could
destabilize financial markets.5 Carney noted that by the time
markets, left to their own devices, signal a real problem in
terms of asset valuations, precious time will have been lost,
deepening the dangers that may lurk ahead if the planet
continues to warm. That said, a growing belief is taking hold
that companies with high carbon footprints are likely to face
increasingly higher costs, and will need to either reduce or limit
their emissions due to new regulations, such as performance
standards, emissions trading, and carbon taxes.°

The deeper and substantive investment thesis surrounding
climate change is that firms that own fossil fuels face the
prospect ofbeing saddled with stranded assets. In other words,
the possibility appears to be growing that many of the reserves
of coal, oil and gas on which their stockvaluations are largely
based will never be extracted and burned. Some analysts
estimate that stranded assets could reach between 60 and
80 percent of all reserves (see Figure 2)?

That means coal, oil and gas stocks could face long-term
pressure, even after the recent sell-off in energy commodities
and related equities. The possibility that these assets could
become stranded is exacerbated by competition from cleaner
forms of energy such as wind and solar, which have grown at
high rates. In terms of performance, global investors who
divested from fossil fuels have outperformed broad market
indices over the past five years, due in part to’slumping oil
prices and the poor performance of the coal sector.8

Not owning companies that own fossil fuel reserves the five
years before 2008 would have lowered performance relative to
standard market benchmarks, such as the MSCIACWI Index, a
broad global equitybenchmark that captures large- and
mid-cap representation across developed and emerging
markets. Yet since the financial crisis, excluding fossil fuels has
consistently outperformed owning standard counterparts such

Figure 2: Stranded Assets
Known Fossil Fuel Resources in 2°C Carbon Budget Scenario

Besources Within Budget (% at Total)

5tcnttl USUUna, r at talt

Sauce: Rystad Energy, as of July 3.2013.

The amount of each major carbon source that would be burned a’ stranded
to meet the lEA’s budget for 33 percent of current reserves for keeping global
temperatures from rising no more than rC. Measured in 2012—2050 GICO2
emissions during combustion.

as the MSCI ACWL°Thstorically, the energy sector, and more
specifically its underlying industries, has been one of the more
volatile components ofthe US equity markets)° However,
investors were traditionally rewarded for taking on this added
risk as there has historicallybeen a performance risk premium
associated with these stocks. One has to wonder if this dynamic
is changing (see Figure 3).

Figure 3: Historical Risk Adjusted Performanee*
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State Street Global Advisors



Why Fossil Fuel Free Investing is Gaining Momentum

The First S&P 500 Fossil Fuel Free ETF
State Street Global Advisors (SSGA) has managed
environmental, social and governance (ESG) assets since 1986
and is one of the largest managers of these strategies in the
world with $211.8 billion in ESG assets under management.”

The SPDR S&P 500 Fossil Fuel Free ETF (SPYX) is designed
as a core holding for investors concerned about climate change.
SPYX comes with all the benefits of the ETF structure, including
relatively low costs, intraday liquidity, transparency and
tax efficiency.

The S&P 500 Fossil Fuel Free Index starts with the S&P 500
Index and removes the companies that own fossil fuel reserves,
which are the very energy companies that could be grappling
with stranded assets in the comingyears. This means that
SPYX’s tracking index will have an underweight to the energy
sector relative to the S&P 500— recently it had a 2.4 percent
allocation to the energy sector compared to the 6.9 percent
allocation to energy in the S&P 50022

In summary, SPYX gives fossil fuel reserve free investors a
precise, low-cost instrument to invest in the stocks in the S&P
500 Index. SPYX isa potential solution for investors who want
to divest from fossil fuel reserves, whether due to concerns over
climate change or from financial and investment motives.

I ‘Climate curbs wit slow temperature rise: arnie needed for2C goal: U.N..’ Reuters,
October 30. 2015.
‘FoosiI.Fuet Divosimeat Movement Exceeds $2.6 Trillion,’ Bloomberg, September 22, 2015.
‘Measurin9 the Growth at the Global Fossil Fuel Divestment and Clean Energy hwestnent
Movement,’ Arabella Advisors, September 2015.
‘Advancing the Science of Climate Change,’ National Research Council, 2010. The National
Academies Press, Washington, DC, USA.
Carney Warns Investors They May Undervalue ‘Kuge’ Climate Risks,’ Bloomberg,

September 29.2015.
‘Carbon Efficiency: A Strategic Look,’ $&P Dew Jones Indices Research. October201.
‘As concerns mount over fossil fuels becoming ‘stranded assets, experts warn of burning
financial cciois7 E&E Publishing, Octeber 30,2015.
‘New Teel Finds Fossil Fuels in Retirement Savings,’ Bleumberg 8NA, September15, 2015.
‘Fossil fuels as deed as a dinosaur,’ FTAdviser, October, 21,2015.
Based on 10-year standard deviation, as ef September30, 2015. Source: Zephyr StyloAdvisor.
As of June 30. 2015.

‘ spindicns.com, as of September 30,2015.

The gross expense ratio is the fund’s total annual operating expense ratio, It is
gross of any fee waivers or expense reimbursements. It can be found in the fund’s
most recent prospecfler.

SPYXata Glance

• Gross Expense Ratio: 0.25%*

• Net Expense Ratio 0.20%**

• The SPDR S&P 500 fossil Fuel Free ETF seeks to
provide investment results that, before fees and
expenses, correspond generally to the total return
performance of the S&P 500 Fossil Fuel Free Index.

• SPYX’s tracking index, the S&P 500 Fossil Fuel free
Index, excludes companies with any ownership of fossil
fuel reserves, including for third-party and in-house
power generation. Companies are screened based on
publicly available information, such as annual reports
and other company publications.

• SPYX has the potential to allowclimate aware investors
to match their investment strategy andfinancial
interests with their values.

• S$GA Funds Management, Inc. (the “Adviser”) has contractually agreed to waive
its advisory fee and/or reimburse certain expenses, until October 31,2017, so that the
net annual fund operating expenses of the Fund will be limited to 0.20% of the Fund’s
average daily net assets before application of any fees and expenses not paid by the
Adviser under the Investment Advisory Agreement (except for acquired fund fees and
expenses from holdings in acquired funds for non-cash management purposes(. if any.
The contractual fee waiver and/or reimbursement does not provide for the
recoupment by the Adviser of any fees the Adviser previously waived. The Adviser
may continue the waiver and/or reimbursement from year to year, but there is no
guarantee that the Adviser will do so and the waiver and/or reimbursement may
be cancelled or modified at any time after October 31, 2017. This waiver and/or
reimbursement may not be terminated prior to October 31, 2017 except with the
approval of the Fund’s Board of Trustees.

The Index is designed to measure the performance of companies in the SliP 500
Index that are fossil fuel free”, which are defined as companies that do not own
fossil fuel reserves. For purposes of the composition of the Index, fossil fuel reserves
are defined as economically and technically recoverable sources of crude oil, natural
gas end thermal coal but do not include metallurgical or coking coal, which are used
in connection with steel production. The Index isa subset of the S&P 500 Index. (the
‘Underlying Index’), which serves as the initial universe of eligible securities for the
Index. In constructing the Index, the initial universe is screened in an effort to exclude
companies with any ownership of fossil fuel reserves, including for third-party and
in-house power generation, as determined by publicly available information, such as
annual reports and other company publications.

State Street Global Advisors 3
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Forpubhc use Standard & Pours’ S&P® and SPDRare registered trademarks of Standard &
Po&’s FInancial Services hG (S&PA Dow Jones isa registered trademark of Dow

State Street Global Advisors One Lincoln Street Boston MA OZ111 2900 Jon *TitideñWk Holdings LI.C{Dow Jones) and these trademarks have been
1+1 866 787 2257

, 1icetidfOrxise by S&P DoJJónes lndid tiC (SPDJL) and subhcensed for certain
Important Risk Information ..

?/ bpu*os ffytaa4Street Corp&ation. 51k Street Corporations financial products
Effs trade like stocks, ares Dow Jones, S&P, thair
may trade at prices above or below the ETFs net asfdtvkia Brokerage commissions respective affiliates and third party Ncenaoi and none of such parties make any
and ELF ex enses will reduce returns. — -

representation regarcing the 4isebdityof meeting in such p’oduict(s) nor do they
P

have any liability IA roIatlcnTtheret including for any errors omissions orEqeity securities may fluctuate in value In response to the activities of lndwlthml
— intrupsoee of any Inde’

—

companies and general market and economic conditions -

tàttor StateStfeetGlthel Markets, LLC member FINRA SIPC a wholly ownedNo fossil fuel reserve ownership may have an adverse effect on a companY’s subsidiary of Stafe Street caiporatoii flJf&ences to State Street may include Stateprofitability and in turn the returns of the fund.. Street Curpurabon ana ifs affiliAtes Cert&irSbte Street affiliates provide services
Passively managed funds hold a range of securities that in the aggiegate and receive fees from the SPDFI ETFs ALPS Distributors Inc a registered
approximates the full Index in terms of key nsk factors and other diaractonstics. broker dealer is distributod&SPDR® SW® 500 SPDR S&P MidCap 40D and SPDR
This may cause the fund to experience tracking errors relative tQperftnnence of Dow Jones industrial Averag and all unit investment trusts ALPS Portfolio
the index Solutions Distributor Inc. is distributor (or Select Sector SPDRs ALPS Distributors
Concentrated Investments in a particular Industry or sector may be more Inc and ALPS Portfolio Solutions Distributor Inc are not affiliated with State Street
vulnerable to adverse changes in that industry or sector Global Markets LID

The views expressed in this material are the views of DIms MeEneftand Thomas Before investing considarthe funds investment obiectives risks charges
Guarini through the penod ended October31 2015 and are to change based and expenses. To obtain a prospectus or summary prospectus which
en market and other conditions This docwnent contains cer4ln tathments thak may —

contains this and oilier iidomnatlen, call 866 767 2257 or visit spdrs corn
be deemed forwar&looking statements Please noteti any siIth statements are Read it carefully
not guarantees ol any future performance and actual results or developments may
differ materially from those projected

Not EDIC Insured No Bank Guarantee May LoseValue
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GIOBAt ADViSORS.

©2OlSState Street Corporation MI Rights Reserved
EI LYYif’Z. 1D54O1 180 17422 1115 Exp Date 11/30/2016 186 FFF11IS



Release data 12.31-2015 Page 1 of B

S PDR S&P 500 Fossil Fuel Free ElF fUSD)
Overall MorningslarRatirg Standard Index Category frdax Morningstar Cat

SIP 500171 USD 9ussell 1000 TR Large Blend
1,407 Large Blend USO

.Pa?j:
Ouarledy0ntums IstOir 2ndQir 3rdOir 4lhOir TotalS —

Subsidized Untubsidizud
30-daySEC Yield — —

Growth of $10,000

— SPOIl SIP 500 Fossil Fuel
FcaeEIF
9.870

— CategoryAverage
9,830

— Standardlndex
9,842

Pontoretanun Ouaj5tln
feithin caienIy)

12S History

— Mkt Total Ret S

— NAVToralRet%
—

el. Standard k,dex

— +I-Calegszylndes

— %RardtCat

Paffo,manrq maclunate
The Ond?thmàngutncflaslng isbasedon duk-anusMteUm
dethed from e weightedaverage of the lloee- if and 10-year -. -.

i7(a1irab1eJMamiisgsfarmoirkc — z....
The performance data qepresenztspastperfarmenceatst Avg PrunDiscsunt S
daennorguatantee future ,esults. The investmenttetum urd ...-.— .—,—. —.---—-.--— -

prnapel axtue ofan usestmentwill fluctuate thus an lovesWs 1PcetiItQnáIie0t1f.2(j1g l’opHoY1-8B-2b1 ‘V
shares wthensaotouedenmed,maybewonhmorenr!essthan AuseiAlheation%12-1R-2$15 N’ot%Inng% Slruzt% SbsitChg Sloan Holdings: %Nel
thefr original cast a MiutaO 474 Total Slado .0 Total FiXst.inCoeru, Mono
Currantperformance maybe lower or Wgherthan return dote

Cash
9917 8917

039l6 —Tanaucflale

quoted thereat Fnrpwfonraxedataamantfathernostrecent
US k

0.00 19,335 Apple Inc 3.37
month-end, please call 666-787-2257 or visit wlw.tsp&s.com. Z7.709 Microsoft Corp 2,61on S -

- S 1reeo8n9Eicpanoos 1 Other/Not Clsfd 000 000 000 0 &Johnson 69
‘‘“

‘ 32,758 General Electric Co 1,67
Manageme Fees $

Total 100.00 100.00 0.00 5,507 Derlrshire Hathaway Inc Class B 1.S0
12b1 Expense S 0.00 Equity Style Portfolio Stnlistics 1.336 Amazon.com Inc 1.46
Expense Ratio % 0.25 Va

pit RatioflM 191 106 1.03 1 614Z Wells Fargo & Co 1.44
Rielcaed n’ u0.., -r

j1 P/C Ratio UM 12.0 104 108 ® 7901 Facebook Inc Class A 138
PlBRztioUM 2.8 1.06 6.89 12,786 JPMorganChase&Co 1.35

1407 funds 1238 runds 889 funds GeoAvgMktCap 73392 1.10) 035 .03 Alp diclassC Capita Inc .33
—

— 1,008 AlphabetlnoClassA 1.32
21,380 ATIT Inc 1.29

______________________________________

— 9,434 Prncter&GambteCo 1.29
— 21,441 Pfizer Inc 1.19

14.120 Vertoon Communications Inc 1.14

Moiningstar Rating°’
Morningstar Risk — — —

Morningstar Return — — —

3W 5Yr
Standard Deviation NAV — —

Standard Deviation MKT — —

Mean NAV — —

Mean MKT
Sharp Ratio

Fiaad-intume Style
ta .r Avg Eli Maturity

—

__________

AvgEtfDutatisn
Avg Wtd Coupon

—
AvgWtdPiica

lOYr

— I
— —

— CrnditOualityBreakdawn—

AM
Standard hides Best Fit Index

M

‘lj Cyclical
BendS BasicMaterials 2.6

—

ConsumerCyclical 11.9 1.06

A
Financial Services 15.7 1.03

—
— Real Estato 2.4 1.08

— —BBS —

— SB — v Sensitive 37.4 0.03

B Communication Services 4.5 1.08

— Below “‘ flEnergy 2.1 0.32

— NIl —

Industrials 11.3 1.05
No

________________________________________

Technology 16.5 1.05
StedcX RelSidtndea —e Delapsive 30.1

992 1.00 Consumer Defensive 10.9 1.09
0.5 1.04 Flealthcare 16.4 1.05
0.3 0.99 U Utilities 0.95

Openadons
FarniIy SPUR State Street Global Ticker. SPYX PeenVOiscount 0.31

Advisots Incept 11-30-2015 MktPrice: 49.42Manager Multiple Expiration Data: — BaseCunrency: USD
Tenurer 6.2 Year Exchange: NYSE ARCA Legal Structure: Open Ended Investment Coxorpany
Total Assets: $54.8 mu NAy 49.27 Backing Bank SS9A Funds Management the
Shares Outstanding: 1.20 mil

©2o1eMoear.AImimahirunaztunae ar dnutuarni caxtahiy inittixdnia ttaydeetato’otanianhit’ Mendi,eear.t2inani, da.nrbedn4nadLrnt

MflANING1AAw

tntcnratlursi aapeaes aid feniiaewn nolan altnrtx be QrcaiiaaeoakF an588 we nut warmed tube cannon. cronjere a a aH.E c8eierpairodbtae, Murrizgnaratraa ret bemapomie be cay
tadingdodsiens.danaees urotberlunses renoolna frs#t enabled ta-s mkeoaien. dart tealyseeercpiczroco toa;r teeThe rupee recapetrewe ruaeae.Oaeperabee errant be preceded aranoooolr5
bye prmpeotes.nr1rsienr, and dischizxaesraienonc

2.8

0.25

2013
2014
2015

Imitegflurums lYe 3’?, 5Yt 10’?, boept
StdMktlZ-31-15 — — — — -1.30
Std NAV 12.31-15 — — — — -1.30

Mkt Total Ret — — — — -1.30
NAV Total Ret — — — — -1.30

+/-Stdlndex
÷/-Cattndex
%flankCat — — — —

No. in Cat

100
rena

Inveolmeet Style
Equity
StockS

4k

‘2at3

MPF Statistics
NAV

Alpha
Beta
fl-Squared

SectarWniehtiess

12-Month Yield
Potential Cap Gains Exp

Stecks%

32.5
Rd Sid Index

1.04
0.97

leveraged
Leverage Type — Reeiun.l Eaposum
Leverage % 100.00 American
Primary Prospectus Benchmark S&P 500 Fossil Fuel Greatnr Europe

tree Nil USD Greater Asia



Release date 12-31-2015 Paga2ol6

Standardized and Tax Adjusted Returns Disclosure Statement

• The performance data quoted represents past performance and does not
guarantee future results. The investment return and principal value of an
investment will fluctuate; thus an investors shares, when redeemed, may be
worth more or less than their original cost. Current performance may be lower or
higher than return data quoted herein. For performance data current to the most
recent month-end please visit http://advisor.morningstar.coWfamilyinfo.asp

An investment in a money-market vehicle is not insured orguaranteed by the
FDIC or any othergovernment agency. The current yield quotation reflects the
current earnings of the money market more closely than the total return
quotation. Although money markets seek to preserve the value of your
investment at $1.00 per share, it is possible to lose moneyby investing in them.

Standardized Returns assume reinvestment of dividends and capital gains. They
depict performance without adjusting for the effects of taxation, but are
adjusted to reflect sales charges and ongoing fund expenses,

If adjusted for taxation, the performance quoted would be significantly reduced.

For variable annuities, additional expenses wilt be taken into account, including
M&E risk charges, fund-level expenses such as management fees and operating
lees, contract-level administration fees, and charges such as surrender,
contract, and sales charges.

After-tax returns are calculated using the highest individual federal marginal
income tax rates, and do not reflect the impact of state and local taxes. Actual
after-tax returns depend on the investor’s tax situation and may differ from
those shown. The after-lax returns shown are not relevant to investors who hold
their fund shares through tax-deferred arrangements such as 401(k) plans or an
IRA. After-tax returns exclude the effects of either the alternative minimum tax
or phase-out of certain tax credits.Any taxes due are as of the time the
distributions are made, and the taxable amount and tax character of each
distribution are as specified by the fund on the dividend declaration date. Due to
foreign tax credits or realized capital losses, after-tax returns may be greater
than before-tax returns. After-tax returns for exchange-traded funds are based
on net asset value.
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ETF/EIN Detail Report
Disclosure Statement

The Exchange-traded Fund (ETF)/Exchange Traded Note IETN) Detail report is
supplemental sales literature, and therefore must be preceded or accompanied
by the fund/notes current prospectus or an equivalent statement Please read
this information carefully. In all cases, this disclosure statement should
accompany the ETF/ETN Detail Report. Morningstar is not itself a FINRA
member firm. All data presented is based on the most recent information
available to Morningstar.

Exchange Traded Notes {EIN) are unsecured debt obligations of a particular
issuer with returns that generally track The total return of an underlying index.
Unlike standard debt securities. ETNs may not return the principal amount at
maturity and, therefore, depending on the specific terms of the product.
investors could lose all or a substantial portion of their investment based on the
performance of the underlying index. Investors could also lose their entire
investment if the issuer becomes insotvent. UBS Financial Services Inc. does
not guarantee in any way the obligations or the financial condition of any issuer
or the accuracy of any financial information provided by any issuer of ETNs.
ETNs are not traditional investments and investing in EtNs can contain a call
feature which allows the issuer to repurchase the ETN at its option prier to
maturity. If this call feature is exercised, investors may not be able to reinvest
the proceeds received at a comparable rate of return. While ETNs are generally
listed on an exchange, The issuer is not obligated to maintain such listing or to
ensure that there is a secondary market for the ETN5. As a result, there may be
limited or no liquidity in the ETNs and investors should be prepared to hold their
investment to maturity.

EIF/Ef N’s trading on a secondary market may trade at, above, or below their
net asset value {NAV) or closing indicative note value. If an ETF/ETN’s shares
trade at a price above their NAV they are said to be trading at a ‘premium.’
Conversely, if they are trading at a price below their NAy, they are said to be
trading at a ‘discount’

Holding company depository receipts {HQLDRs) are similar to EfF/ETNs, but they
focus on narrow industry groups. HOLDRs initially own 20 stocks, which are
unmanaged, and can become more concentrated due to mergers, or the
disparate performance of their holdings. HOLORs can only be bought in 100-
share increments. Investors may exchange shares of a HOLDR for its underlying
stocks at any time.

The market price noted on the Detail Report is the price of the ETF/ETN as of the
close of trading on tire last business day at month-end. This date is listed at the
top of the Detail Report.

Performance
The performance data given represents past performance and should not be
considered indicative of future results. Principal value and investment return
will fluctuate, so that an investor’s shares, when sold, may be worth more or
less than the original investment. Portfolio statistics change over time. EIFs,
E[Ns and HOLDRs are not FDIC-insured, may lose value, and are not
guaranteed by a bank or other financial institution.

For ETF/EINs, standardized total return is reflected as of month- and quarter-
end time periods. It depicts performance without adjusting for brokerage
commissions and the effects of taxation, but is adjusted to reflect all actual
ongoing E[F/ETN expenses and assumes reinvestment of dividends and capital
gains. If adjusted, the effects of brokerage commissions and taxation would
reduce the performance quoted.

For H0U)Hs, the standardized total return reflects performance at market price,
without adjusting for The effects of taxation or brokerage commissions. These
returns are adjusted to reflect all ongoing expenses and assume reinvestment
of dividends and capital gains. If adjusted, the effects at taxation would reduce
the performance quoted.

The 12-month yield is derived by summing the trailing 12-months’ income
distributions and dividing the sum by the last month’s ending NAV. plus any
capital gains distributed over the same period. Income refers only to interest
payments from fixed-income securities and dividend payoffs from common
stocks.

Growth of 10,000
This graph compares the growth of an investment of 10,000 (in the base
currency of the fund( with that of an index and with that of the average for all
funds in its Momingstar category. The NAV total returns are not adjusted to
reflect the effects of taxation, but they are adjusted to reflect actual ongoing
fund expenses and assume reinvestment at dividends and capital gains. It
adjusted, the effect of taxation would reduce The performance quoted. Please
note, while the investor obtaining an ETF/ETN through the secondary market
does not obtain it at NAy, the purpose in presenting this graph based on NAV is
to provide an illustration of the historical performance of the ETF strategy. In no
way should this performance be considered indicative of or a guarantee of the
future performance of this ETF/ETN nor should it be viewed as a substitute for
an actual investor experience.

The index is an unmanaged portfolio of specified securities, and cannot be
invested in directly. The index and the category average do not reflect any
initial or ongoing expenses. A fund’s portfolio may differ significantly from the
securities in the index. The index is chosen by Morningster.

Risk Measures
The risk measures below are calculated for EtF/E[Ns with at least a three-year
history.

Standard deviation is a statistical measure of the volatility of the ETF/EFN’s
NAV returns.

Mean represents the annualized geometric NAV return for the period shown.

The Sharpe ratio uses standard deviation and excess return to determine
reward per unit of risk.

Alpha measures the difference between an EfF/ETN’s NAV returns and its
expected performance, given its level of risk as measured by beta. Alpha is
often seen as a measure of the value added or subtracted by a portfolio
manager.

Beta is a measure of an ETF/ETN’s sensitivity to market movements. A portfolio
with a beta greater than 1 is more volatile titan The market, and a portfolio with
a beta less than 1 is less volatile than the market

R-squared reflects the percentage of an EFF/EFN’s movements that is explained
by movements in its benchmark index, showing the degree of correlation
between the EfF/ETN and the benchmark. This figure is also helpful in
assessing how likely it is that alpha and beta are statistically significant.

Best fit index Alpha, beta, and H-squared statistics are presented for a broad
market index and a ‘Best fit’ index. The Best-Fit index identified in this report
was determined by Morningstar by calculating H-squared for the fund/note
against approximately 100 indexes tracked by Marningstar. The index
representing the highest R-squared is identified as the best-fit index. The best-

2O16MamfrariJI aghia H ervLTh i,dala,anaIyas aado t4 ope raw ci Mcatamy at. cr be dei,ad Irate. acactel
hi(mmato, proahied byyraae troancial aredecrwhkb cannot be vndted b Mooanastaf, 151 maynot be copied eda5lbutnrt l4ldanoIc Iiwteinvcotnentadahia olfetedhy Unhigatro, lt atapactidad winy for
vlconiadoaalpcrponcsadtoroater.atae ollertobayoroei a awartt.andl6f aranoewonaNel In beccrrnd.coroøla or LEampOaoodreo4nromnnrndbylnw, Momhipttiibemnnopns,blafatany
Iro&g &lainrs,deenges o rinana, reraf It5 horn, , ,nIed to, data, act sot opiniarteae.Thto rap ourmctt&oalna tttcaokaa. II nopicoole ,trnaot be preceded or acoomyanied
by a proapccIua. nrro1nhanient. and donfasurnatsIc,aenr.

*UBS



H1oasa te 12-31-2015

fit index may not be the fund/note’s benchmark, nor does it necessarily contain
the types of securities that may be held or tracked by the fund/note.

Asset Allocation
The weighting of the portfolio in various asset classes, including ‘Other’ is
shown in the table. ‘Other’ includes security types that are not neatly classified
in the other asset classes, such as convertible bonds and preferred stocks.

In the table, allocation to the classes is shown for long positions, short
positions, and net (long positions net of short) positions. These statistics
summarize what the managers are buying and how they ate positioning the
portfolio. When short positions are captured in these portfolio statistics,
investors get a more robust description of the fund/notes’ exposure and risk.

Most managed product portfolios hold or track fairly conventional securities,
such as long positions in stocks and bonds. Other portfolios use or track other
investment strategies or securities, such as short positions or derivatives, to
reduce transaction costs, enhance returns, or reduce risk. Some of these
securities and strategies behave like conventional securities, while others have
unique return and risk characteristics.

Most portfolios take or track long positions in securities. Cong positions involve
buying the security outright and then selling it later, with the hope that the
security price rises overtime. In contrast, short positions are taken to benefit
from anticipated price declines. In this type of transaction, the investor borrows
the security from another investor, sells it and receives cash, and then is
obligated to buy it back at some point in the future. If the price falls after the
short sale, the investor will have sold high and can now buy low to close the
short position and lock in a profit. However, if the price of the security increases
after the short sale, the investor will experience losses by buying it at a higher
price than the sale price.

The strategy of selling securities short is prevalent in specialized portfolios,
such as long-short, market-neutral, bear-market, and hedge funds. Most
conventional portfolios do not typically short securities, although they may
reserve the right to do so under special circumstances. Funds may also short
derivatives, and this is sometimes more efficient than shorting individual
securities. Short positions produce negative exposure to the security that is
being shorted. This means that when the security rises in value, the short
position will fall in value and vice versa. Momingstar’s portfolio statistics will
capture this negative exposure. For example, if a fund has many short stock
positions, the percent of assets in stocks in the asset allocation breakdown may
be negative. Funds must provide their broker with cash coLlateral for the short
position, so funds that short often have a large cash position, sometimes even
exceeding 100% cash.

Note that all other portfolio statistics presented in this report are based on the
long holdings of the fund only.

Style Analysis
The Morningstar Style Box reveals a fund’s investment style as of the date
noted on this report.

For equity funds the vertical axis shows the market capitalization of the long
stocks owned and the horizontal axis shows investment style (value, blend, or
growthl.

For fixed-income funds, the vertical axis shows the credit quality of the long
bonds owned and the horizontal axis shows interest rate sensitivity as
measured by a band’s effective duration.

Morningstar seeks credit rating information from fund companies on a periodic
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basis (e.g., quarterly). In compiling credit rating information Morningstar accepts
credit ratings reported by fund companies that have been issued by all
Nationally Recognized Statistical Rating Organizations (NRSROs). For a list of all
NRSROs, please visit
http://www.sec.gov/divisions/marketreg/ratingagency.htm. Additionally,
Morningstar accepts foreign credit ratings from widely recognized or registered
rating agencies. If two rating organizations/agencies have rated a security, fund
companies are to report the lower rating; if three or more
organizations/agencies have rated a security, fund companies are to report the
median rating, and in cases where there are more than two organization/agency
ratings and a median rating does not exist, fund companies are to use the lower
of the two middle ratings. PLEASE NOTE: Morningstar, Inc. is not itself an
NR$RO nor does it issue a credit rating on the fund. An NRSRO or rating agency
ratings can change from time-to-time.

For credit quality, Morningstar combines the credit rating information provided
by the fund companies with an average default rate calculation to come up with
a weighted-average credit quality. The weighted-average credit quality is
currently a letter that roughly corresponds to the scale used by a leading
NRSRO. Bond funds are assigned a style box placement of ‘low’, “medium’, or
Thigh’ based on their average credit quality. Funds with a low credit quality are
those whose weighted-average credit quality is determined to he less than
‘BBB-”; medium are those less than ‘M.”, but greater or equal to ‘B BE-’; and
high are those with a weighted-average credit quality of ‘AA-’ or higher. When
classifying a bond portfolio, Morningstar first maps the NRSRO credit ratings of
the underlying holdings to their respective default rates (as determined by
Morningstar’s analysis of actual historical default rates). Morningstar then
averages these default rates to determine the average default rate for the entire
bond fund. Finally, Morningstar maps this average default rate to its
corresponding credit rating along a convex curve.

For interest-tate sensitivity, Morningstar obtains from fund companies the
average effective duration. Generally, Morningstar classifies a fixed-income
fund’s interest-rate sensitivity based on the effective duration of the
Morningstar Core Bond Index )MCBI), which is currently three years. The
classification of Limited will be assigned to those funds whose average
effective duration is between 25% to 75% of MCBI’s average effective duration;
funds whose average effective duration is between 75% to 125% of the MCBI
will be classified as Moderate; and those that are at 125% or greater of the
average effective duration of the MCBI will be classified as Extensive.

For municipal bond funds. Morningstar also obtains from fund companies the
average effective duration. In these cases static breakpoints are utilized. Those
breakpoints are as follows: (if Limited: 4.5 years or less; (ii) Moderate: more
than 4.5 years but less than 7 years; and (iii) Extensive: more than? years. In
addition, for non-US taxable and non-US domiciled fixed income funds static
duration breakpoints are used: (I) Limited: less than or equal to 3.5 years; (ii)
Moderate: greater than 3.5 and less than equal to 6 years; (iii) Extensive: greater
than 6 years.

Equity Portfolio Statistics
The referenced data elements below are a weighted average of the long equity
holdings in the portfolio.

The Price/Eatnings ratio is a weighted average of the price/earnings ratios of
the stocks in the underlying fund’s portfolio. The P/E ratio of a stock is
calculated by dividing the current price of the stock by its trailing 12-months’
earnings per share. In computing the average, Morningstar weights each
portfolio holding by the percentage of equity assets it represents.

The Price/Cash Flow ratio is a weighted average of the price/cash-flow ratios of
the stocks in a fund’s portfolio. Price/cash-flow shows the ability of a business
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to generate cash and acts as a gauge of liquidity and solvency.

The Price/Book ratio isa weighted average of the price/book ratios of all the
stocks in the underlying funds portfolio. The P/B ratio of a company is
calculated by dividing the market price of its stock by the company’s per-share
book value. Stocks with negative book values are excluded from this calculation.

The geometric average market capitalization of a funds equity portfolio gives
you a measure of the size of the companies in which the mutual fund invests.

Fixed-Income Portfolio Statistics
The referenced data elements below are a weighted average of the long fixed
income holdings in the portfolio.

Duration is a time measure of a bond’s interest rate sensitivity. Average
effective duration is a weighted average of the duration of the underlying fixed
income securities within the portfolio.

Average effective maturity is a weighted average of all the maturities of the
bands in a portfolio, computed by weighting each maturity date by the market
value of the security.

Average weighted coupon is generated from the funds portfolio by weighting
the coupon of each bond by its relative size in the portfolio. Coupons are fixed
percentages paid out on a fixed-income security on an annual basis.

Average weighted price is generated from the funds portfolio by weighting the
price of each bond by its relative size in the portfolio. This number reveals if the
fund favors bonds selling at prices above or below face value (premium or
discount securities, respectively). A higher number indicates a bias toward
premiums. This statistic is expressed as a percentage of par (face) value.

Credit quality breakdowns are shown for corporate-bond holdings and depict the
quality of bands in the underlying portfolio. The report shows the percentage of
fixed-income securities that fall within each credit quality rating as assigned by
an NBSRO. Bonds not rated by an NRSRO are included in the not rated (NR)
category.

Investment Risks
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Mid Cap Equities: Portfolios that invest in companies with market capitalization
below $10 billion invotve additional risks. The securities of these companies
may be more volatile and less liquid than the securities of larger companies.

High-Yield Bonds: Portfolios that invest in tower-rated debt securities
tcommonly referred to as junk bonds) involve additional risks because of the
lower credit quality of the securities in the portfolio. The investor should be
aware of the possible higher level of volatility, and increased risk of default.

Tax-Free Municipal Bonds: The investor should note that the income from tax-
free municipal band funds may be subject to state and local taxation and the
Alternative Minimum Tax.

Bands: Bonds are subject to interest rate risk. As the prevailing level of bond
interest rates rise, the value of bonds already held in a portfolio declines.
Portfolios that hold bonds are subject to declines and increases in value due to
general changes in interest rates.

HOLORs: The investor should note that these are narrow industry-focused
products that, if the industry is hit by hard times, will lack diversification and
possible loss of investment would be likely. These securities can trade at a
discount to market price, ownership is of a fractional share interest, the
underlying investments may not be representative of the particular industry, the
HOLDR might be delisted from the AMEX if the number of underlying companies
drops below nine, and the investor may experience trading halts.

Hedge Funds: The investor should note that hedge fund investing involves
specialized risks that are dependent upon the typa of strategies undertaken by
the manager. This can include distressed or event-driven strategies, long/short
strategies, using arbitrage (exploiting price inefficiencies), international
investing, and use of leverage, options and/ar derivatives. Although the goal of
hedge fund managers may be to reduce volatility and produce positive absolute
return under a variety of market conditions, hedge funds may involve a high
degree of risk and are suitable only for investors of substantial financial means
who could bear the entire loss of their investmeat.

Bank Loan/Senior Debt Bank loans and senior loans are impacted by the risks
associated with fixed income in general, including interest rate risk end default
risk. They are often non-investment grade; therefore, the risk of default is high.
These securities are also relatively illiquid. Managed products that invest in
bank loans/senior debt are often highly leveraged, producing a high risk of
return volatility.

International/Emerging Market Equities: Investing in international securities
involves special additional risks. These risks include, but are not limited to,
currency risk, political risk, and risk associated with varying accounting
standards. Investing in emerging markets may accentuate these risks.

Sector Strategies: Portfolios that invest exclusively in one sector or industry
involve additional risks. The lack of industry diversification subjects the investor
to increased industry-specific risks.

Non-Diversified Strategies: Portfolios that invest a significant percentage of
assets in a single issuer involve additional risks, including share price
fluctuations, because of the increased concentration of investments.

Small Cap Equities: Portfolios that invest in stocks of small companies involve
additional risks. Smaller companies typically have a higher risk of failure, and
are not as well established as larger blue-chip companies. Historically, smaller-
company stocks have experienced a greater degree of market volatility then the
overall market average.

Exchange Traded Notes (ErNsh ETNs are unsecured debt obligations. Any
repayment of notes is subject to the issuer’s ability to repay its obligations.
FtNs do not typically pay interest

Leveraged ErFs: Leveraged investments are designed to meet multiples of the
return performance of the index they track and seek to meet their fund
objectives on a daily basis (or other time period stated within the prospectus
objective). The leverage/gearing ratio is the amount of excess return that a
leveraged investment is designed to achieve in comparison to its index
performance (i.e. 200%, 300%, -200%, or -300% or 2X, 3X, •2X, -3X).
Compounding has the ability to affect the performance of the fund to be either
greater or less than the index performance multiplied by the multiple stated
within the funds objective over a stated time period.

Short Positions: When a short position moves in an unfavorable way, the losses
are theoretically unlimited. The broker may demand more collateral and a
manager might have to close out a short position at an inopportune time to limit
further losses.
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Long-Short Due to the strategies used by long-short funds, which may include
but are not limited to leverage, short selling, short-term trading, and investing in
derivatives, these funds may have greater risk, volatility, and expenses than
those focusing on traditional investment strategies.

liquidity Risk: Closed-end fund. ETF, and HOLDR trading may be halted due to
market conditions, impacting an investor’s ability to sell a fund.

Market Price Rislc The market price of E[Fs, HOWRs, and closed-end funds
traded on the secondary market is subject to the forces of suppLy and demand
and thus independent of the NAy. This can result in the market price trading at
a premium or discount to the NAV, which will affect an investor’s value.

Market Risk: The market prices of EYEs and HOLDRs can fluctuate as a result ot
several factors, such as security-specific factors or general investor sentiment.
Therefore, investors should be aware of the prospect of market fluctuations and
the impact it may have on the market price.

Target-Date Funds: Target-date funds typically invest in other mutual funds and
are designed for investors who ate planning toretire during the target date year.
The funds target date is the approximate date when investors expect to begin
withdrawing their money. A target-date fund’s investment objective/strategy
typically becomes more conservative over time, primarily by reducing its
al!ocation to equity mutual funds and increasing its allocations in fixed-income
mutual funds. An investors principal value in a target-date fund is not
guaranteed at any time, including at the fund’s target date.

High double- and triple-digit returns: High double- and triple-digit returns were
the result of extremely favorable market conditions, which may not continue to
be the case. High returns for short time periods must not be a major factor when
making investment decisions.

Benchmark Disclosure
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which most active money managers choose. The constituents displayed for this
index are from the following proxy: Shares Russell 1000.

S&P500ThUSD
A market capitalization-weighted index composed of the 500 most widely held
stocks whose assets and/or revenues are based in the US; it’s often used as a
proxy for the stock market. TR (TotaL Return) indexes include daily reinvestment
of dividends. The constituents displayed for this index ate from the following
proxy: iShares Core S&P 500.

USTREAS T-Bill Auction Ave 3 Mon
Three-month I-bills are government-backed, short-term investments considered
to be risk-free and as good as cash because the maturity is only three months.
Morningstar collects yields on the I-bill on a weekly basis from the Wall Street
Journal.

Barclays US Agg Bond IR USD
This index is composed of the BarCap Government/Credit Index, the Mortgage-
Backed Securities Index, and the Asset-Backed Securities Index. The returns we
publish for the index are total returns, which includes the daily reinvestment of
dividends. The constituents displayed for this index are from the following
proxy: iShares Core US Aggregate Bond.

MSCL EAFE NR USD
This Europe, Australasia, and Far East index is a market-capitalization-weighted
index of 21 non-U.S., industrialized country indexes.

This disclosure applies to all MSCI indices: Certain information included herein
is derived by Morningstar in part from MSCI’s Index Constituents (the “Index
Data”). However, MSCI has not reviewed any information contained herein and
does not endorse or express any opinion such information or analysis. MSCI
does not make any express or impLied warranties, representations or guarantees
concerning the Index Data or any information or data derived therefrom, and in
no event will MSCI have any liability for any direct, indirect, special, punitive,
consequential or any other damages (including lost profits) relating to any use of
this information.

Russell l000Th USD
Consists of the 1000 largest companies within the Russell 3000 index, which
represents approximately 93% of the investable US equity market. Also known
as the Market-Oriented Index, because it represents the group of stocks from
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