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The ETF market is dominated by the United States

ETF AuM by asset class ETF AuM by region ETF index providers

In billion euros In billion euros

S&P 17.0%
MSCI 16.0%
Bloomberg 11.9%
CSIC 7.7%
Solactive 7.1%
FTSE 6.7%
Dt. Borse 4.0%
ICE 3.8%
JP Morgan 1.3%
= Equity = Commodities = Fixed Income = North America = Europe = APAC = Other Others 24.5%

Source: Solactive, Union Investment. Data as at 30 June 2024
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The market for European fixed income ETFs is becoming more active

Recent developments

The trading volume of Fixed Income
ETFs has reached around € 117 bn
year-to-date, which accounted for 30%
of volume traded on Tradeweb

Fixed Income ETFs are traded by 86%
of Tradeweb’s client base

The Fixed Income ETF market is
currently dominated by investment
grade corporate and high yield bond
ETFs.

The pricing of Fixed Income ETFs is
currently migrating from equity desks
to fixed income trading desks, both on
the sell side and on the buy side.

Correlation between euro area
high yield market and equities

We observe an excessively high

correlation between the euro area high
yield market and equity markets, which
may be related to ETF pricing patterns.

Source: Tradeweb, Bloomberg, Union Investment. Data as at 30 August 2024
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Fixed Income ETF trading volume

Credit 42%
Rates 36%
Aggregates 9%
Emerging Markets 8%
Money Markets 5%
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Market prices on fixed income ETFs fell sharply below NAV during the
August 2024 turmoil, but assets under management remained stable

ETF on European corporate bonds ETFs on corporate bonds and EM sovereign bonds
Deviation of the unit price from the net asset value Fund volume, in million US dollars
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Data on iShares Core EUR Corp Bond UCITS ETF (IEAC) and iShares J.P. Morgan USD Emerging Markets Bond ETF (EMB). Source: Bloomberg, Union Investment
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For many real money asset managers, credit index futures are better
suited than ETFs to manage market beta

Credit ETF CDS Index Credit Index Future

Representative contract IEAC ITraxx Main

Available market directions Long only Long / short Long / short

for real money asset managers

Funding Funded Unfunded Unfunded

Benchmark replication Very low tracking error High tracking error from Very low tracking error
bond CDS basis and duration gap

Market liquidity Very high Extremely high High

Allocation limit 10% limit for most open-ended No limit No limit

funds to avoid cascading

Source: Union Investment
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Topics for discussion

1. Is the deviation of fixed income ETFs’ market prices from NAV during periods of market turmoil a
cause of concern to you?

2. Are fixed income ETFs traded from the equity desk or from the fixed income desk at your firm?
3. How have liquidity conditions in the fixed income ETF market evolved?

4. Do you prefer to manage market beta with ETFs or with credit futures?

Union Investment | Volksbanken Raiffeisenbanken cooperative financial network



Disclaimer

This presentation is only intended for professional clients as described in section 31a, paragraph 2 of the German Securities Trading Act (WpHG). The present document has been
prepared and issued by Union Investment Institutional GmbH. The document does not constitute a binding offer. Union Investment does not assume any obligation or liability for this
document. The document is no substitute for the individual advice by Union Investment Institutional GmbH. Union Investment Institutional GmbH is not responsible for disadvantages
that may arise directly or indirectly from the distribution of this document or its contents. For extensive product-specific information and details of the opportunities and risks presented
by the respective fund, please refer to the latest sales prospectus, the Bank's terms and conditions or the annual and half-yearly reports that can be obtained free of charge from Union
Investment Institutional GmbH, Weissfrauenstrasse 7, 60311 Frankfurt am Main, Germany, telephone +49 69 2567-7652. These documents constitute the sole legally binding basis for
the purchase of fund units. Unless otherwise noted, all information, illustrations and explanations are as at 18 September, 2024.

Origins of Data:

Despite our effort and care no liability or guarantee can be assumed for the timeliness, accuracy or completeness of the data provided. Where data has been obtained from external
sources, this is explicitly stated. We consider data obtained from external or publicly available sources to be reliable. Data obtained from external sources or contained in our own
calculations may be incorrect.

We assume no liability for any errors that may occur when data is passed on, recorded or entered or when calculations are made using this data.

Historical performance:

Performance data shown is historical. Past performances can not be taken as a reliable guide for future investments. The BVI method (time-weighted return) is used for these
calculations. Where the gross method has been used for such calculations (adjusted for management fees and depositary fees), this is explicitly stated. Data calculated and presented
using either the BVI method or the gross method does not include any front-end fees or product-specific costs (fees, commissions and other charges).

Compliance with Global Investment Performance Standards (GIPS®) and the BVI-Rules of Conduct:

Union Investment claims of compliance with GIPS® has undergone the verification process and has been verified by an independent third-party ,verifier‘. The Composite-Performance
calculation and presentation comply with the GIPS® guidelines. The composite allocation of individual funds. or all Composites complying with GIPS® are available upon request.
Union Investment Institutional GmbH has committed to comply with BVI's code of conduct. In consequence, Union Investment Institutional GmbH employs the code's standards for
performance illustrations. Cases of deviation will be individually indicated.

Future assessment:
Any opinion expressed in this document (including estimates and forecasts) is solely for information purposes and does not constitute an individual offer or a guarantee for future
performance. Any opinion contained herein was given at the date of publication and may be subject to change without notice.

Use of Union Investment’s country ratings:

The country ratings devised by Union Investment are merely the outcome of its assessment of the creditworthiness of sovereign issuers for internal purposes, and they are intended to
be used purely as quality appraisals of a certain selection of sovereign issuers. The ratings represent Union Investment Institutional GmbH’s own assessment and do not constitute a
recommendation to take a particular course of action.
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