¥ PICTET

> Asset Management

Monthly Manager Comments
28.02.2022

Pictet - SmartCity - HP dy AUD

]
Risk and reward profile

Don't take unnecessary risks.
Read the Key Investor
Information Document.

Lower Risk Higher Risk
1| 2| 3] 4] s 6 7
Typically Typically

lower rewards  higher rewards

Market review

February saw large stock price swings in the broader indices on
an almost daily basis. Overall, the MSCI All Country World Index
continued its downward path and lost 2.6% (in USD) during the
period. The reasons were manifold. In the US, January inflation
data came in higher than expected, with core inflation at its
highest since August 1982. This has increased pressure on the
Federal Reserve to raise interest rates at its March meeting,
dampening the outlook for growth stocks. Secondly, companies
started to report their quarterly and full year results. While net
profit margins have remained at near-record levels, companies
continued to warn about margin headwinds from wage inflation
and supply chain pressures. Towards the end of the month, the
focus shifted to geopolitics in Europe. The news of the Russian
invasion of Ukraine drove markets down. However, at the end of
the month, the markets stabilized and slightly rebounded. On top
of the human tragedy, the full impact of the war on the financial
markets remains to be uncovered over the coming weeks and
months. Energy and Materials were the only two sectors posting
positive returns. Elevated oil and gas prices continue to be a
tailwind to the energy sector, further fuelled by fears of supply
disruptions due to the Russia-Ukraine conflict, with a similar
logic applying to many parts of the Materials sector, such as
metals & mining.
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Performance analysis

The SmartCity strategy underperformed global equities during
the month of February. This result was driven by all three
segments. Within Building the City, home improvement retailers
Lowe’s and Home Depot were the main negative contributors.
While both companies’ results and outlook for 2022 did not
reveal any major surprises, market participants were focused on
the short-term risks of supply chain pressures and commodity
price increases, which could negatively impact gross margins.
Secondly, as the pandemic restrictions fade and people start
spending more time outside, the focus on home refurbishment
could abate. On the positive side, home prices, which are a key
driver for the sector, continue to reach new highs. The business
models of these companies is highly attractive, as proven by a
long history of sustainable value creation. As the fundamental
drivers behind them haven’t changed, we remain confident in
their long-term opportunity. Within Running the City, our result
was negatively impacted by our holding in PayPal. Shares sold
off because the company’s revenue growth guidance came in
below market expectations. It projected a slowdown in active
user growth post-pandemic and communicated a strategic shift
towards focusing on increasing user engagement over mere user
growth, which came as a negative surprise to the market.

Portfolio activity - overweightings & underweightings

During the month of February, we did not add any new positions
to the portfolio while we exited two holdings. The first company
was a benefits provider in the healthcare space within the
Intelligent Workplace subsegment. We gradually exited the name
as the stock price benefited from a positive correlation with
expectations for interest rate increases. This was a good
opportunity for us as we began to have some fundamental worries
around an intensifying competitive landscape and political
uncertainty with potential legislation negatively impacting the
sector. The second exit was within the Intelligent Buildings
subsegment. We had invested in a company that manufactures
and sells building glass products equipped with innovative
technology. Its intellectual property concerns a nanofilm that is
placed on the window screen. It is able to taint windows,
rendering window blinds obsolete, and project picture and film
onto the glass. While the sales and production ramp up were
progressing smoothly, accounting issues cast a shadow of doubt
on the equity story. After engaging with the company for several
months, we divested as the governance risks far outweighed the
potential for the product.
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Market outlook

The secular outlook for the three building blocks of our SmartCity
strategy remains highly attractive. Cities around the globe have
recognized the need to invest in their aging infrastructure and
deploy smarter solutions and technologies to improve their
citizens' quality of life. The Covid-19 pandemic has accelerated
many trends, such as the adoption of digital solutions in almost
all areas of our daily lives, by several years and will provide a
tailwind for years to come. From a shorter-term perspective,
attention has shifted to geopolitics and the consequences of the
current conflict between Russia and Ukraine on the financial
markets. With the outcome impossible to predict reliably, we
think there will always be a central role to play for companies
embracing the opportunities of and providing sustainable
solutions to the challenges of urbanization. Another worry is the
impact of inflation on company margins, already present before,
but certainly exacerbated by the war in Ukraine. Many of our
holdings are in a strong - sometimes contractual, sometimes
factual - position to pass on higher costs to their customers. In
this environment, our strategy remains unchanged. We try to
identify long-term winners in their respective fields that we think
will fare well across economic and market cycles and increase
our respective stakes in those companies if and when
opportunities arise.

Portfolio strategy

Our goal is to gain exposure to companies that stand to benefit
most from their ability to provide solutions to the meaningful
challenges posed by rapid urbanization as well as changing
demographics and consumer lifestyles. In light of fast-growing
populations, cities around the world will have to undertake
investments to protect human well-being and promote
environmental sustainability. We find companies across a wide
variety of sectors that make cities smarter, i.e. more efficient,
sustainable, safer or better adapted to their citizens' needs. The
investment strategy is unconstrained across geographies, market
capitalizations or sectors.
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General information

Legal form Sub-fund of a SICAV
Regulatory status UCITS
Domicile Luxembourg
Inception date 04.07.2013
Launch date 04.07.2013
Share class currency AUD
Compartment currency EUR
ISIN LU0946722799
Reference index

Min. investment horizon (year(s)) 5
Fees

Ongoing charges (OCR) 2.03%
Performance fee (excluded from OCR) -
Management fee (included in OCR) 1.60%
Max. conversion fee 2.00%
Max. subscription fee 5.00%
Max. redemption fee 3.00%

Management team

lvo Weinoehrl
Andreas Kringlen
Benjamin Lerner

Source: Pictet Asset Management

Further information can be found in the prospectus.
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Pictet Asset Management

For further information,
please visit our website
assetmanagement.pictet

Important Information

This marketing material is issued by the Fund Management Company, Pictet Asset Management (Europe)
S.A., a company authorized and regulated by the Luxembourg regulator "Commission de Surveillance du
Secteur Financier". It is neither directed to, nor intended for distribution or use by, any person or entity who
is a citizen or resident of or located in any locality, state, country or jurisdiction where such distribution,
publication, availability or use would be contrary to law or regulation. The information contained in this
document is for information purposes only. It cannot be used as a basis for subscription and does not form
part of a contract. The latest version of the fund‘s prospectus, Key Investor Information Document, annual
and semi- annual reports must be read before investing. They are available in English and in the local
language of each country where the compartment is registered, free of charge on
www.assetmanagement.pictet or at Pictet Asset Management (Europe) S.A., 15 avenue J.F. Kennedy,
L-1855 Luxembourg, or at the office of the Fund local agent, distributor or centralizing agent if any. In
Switzerland, the representative agent is Pictet Asset Management S.A. and the paying agent is Banque
Pictet & Cie S.A. Pictet Asset Management (Europe) S.A. has not taken any steps to ensure that the
securities referred to in this document are suitable for any particular investor and this document is not to be
relied upon in substitution for the exercise of independent judgment. Tax treatment depends on the
individual circumstances of each investor and may be subject to change in the future. Before making any
investment decision, investors are recommended to ascertain if this investment is suitable for them in light
of their financial knowledge and experience, investment goals and financial situation, or to obtain specific
advice from an industry professional. Holdings do not represent the full portfolio. There is no guarantee that
these securities will be held in the future and you should not assume that investment in the securities listed
was, or will be profitable. Any reference to a ranking, a rating or an award provides no guarantee for future
performance results and is not constant over time. For hedged share classes, only the compartment's
consolidation currency is hedged into the share class currency. Foreign exchange exposure, resulting from
assets in the portfolio which are not denominated in the consolidation currency, can remain. NAVs relating
to dates on which shares are not issued or redeemed (“non-trading NAVs") in your country may be published
here. They can only be used for statistical performance measurements and calculations or commission
calculations and cannot under any circumstances be used as a basis for subscription or redemption orders.
The published performance represents past data. Past performance may not be a reliable guide to future
performance. There is no guarantee that the same yields will be obtained in the future. The value and
income of any of your investments may fluctuate with market conditions and may lose some or all its value.
The fund may be affected by changes in currency exchange rates, which can have an adverse effect on the
value or income of the fund. Performance is shown based on the share class NAV per share (in the share
class currency) with dividends reinvested (for distributing share classes), including actual ongoing charges,
and excluding subscription/redemption fees and taxes borne by the investor. Inflation was not taken into
account. As a subscription fee calculation example, if an investor invests EUR 1000 in a fund with a
subscription fee of 5%, he will pay to his financial intermediary EUR 47.62 on his investment amount,
resulting with a subscribed amount of EUR 952.38 in fund shares. In addition, potential account keeping
costs (by your custodian) may reduce the performance. Indices do not include fees or operating expenses
and you cannot invest in them.

Any index data referenced herein remains the property of the Data Vendor. Data Vendor Disclaimers are
available on assetmanagement.pictet under “Resources” section.

No part of this material may be copied or redistributed without Pictet Asset Management prior written
consent. ©2019 Pictet
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