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Cyber Security

Benefitting from a dynamic and growing industry

Open End PERLES on the Solactive
Global Cyber Security USD Index

«e-Crime» causing huge damage

The computer world was rocked by the news, when in 2017,
tens of thousands of Windows PCs worldwide were found all at
once to be infected by the ransomware «WannaCry», which
encrypts computers and demands payment of a ransom for
their release. According to Europol, the European criminal inves-
tigation authority, the attack was of «unprecedented breadth».
And yet it was only one of many, and cyber attacks continue to
be conducted with increasing frequency. Cybercrime is in fact
exacerbated by such innovations as Industry 4.0, cloud compu-
ting and the Internet of Things (IoT). Juniper Research estimates
that the total cost of data breaches between the years 2017
and 2022 will reach a staggering 8 trillion US dollars. Losses
suffered will vary from company to company, depending on the
nature and extent of the attack. It is thus clear that IT security
will remain a hot topic.

New trends, increasing security spending

loT devices are particularly at risk in worldwide digital business.
According to a study conducted by the IBM Institute for Busi-
ness Value, the number of loT devices will be rapidly rising over
the next few years, up to 75 billion by the year 2025, as op-
posed to only 15 billion loT-capable devices existing in 2015.
This will require great investment in security. Market research
firm Gartner estimates that IT security spending on the Internet
of Things alone will surge from 1.5 billion dollars in 2018 up to
3.1 billion in 2021. That means an average annual rise of
27.9%.

Global growth

Expenditures are not only rising in the loT area however — busi-
nesses, institutions and governments are taking greater steps to
counter future attacks. Laws are being sharpened as well, such
as the NIST Framework in the US and the EU Cyber Security
Framework, which establish minimum standards for security.
Juniper Research has forecast that global cyber security invest-
ment will grow by one third by the year 2022, increasing by 134
billion dollars annually.

Cyber security: A broad field

Individuals, businesses and institutions are all exposed to in-
creasing threats from viruses, Trojans and worms. Cyber security
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ubs.com/cyber-security

is crucial for smartphones, computers and entire IT infrastruc-
tures. UBS CIO WM differentiates between three lines of virtual
defense: Security hardware, software and services. Analysts say
that security software makers will benefit particularly. They are
enjoying above-average growth prospects, solid margins and a
high level of stable revenue.

Modern index methodology

Developments have shown that investors interested in profitable
opportunities in this area should be long-term oriented and
careful to maintain diversification. One well-diversified invest-
ment solution is the Solactive Global Cyber Security USD NTR
Index. Companies go through a sophisticated selection process
before their shares are included in this international pure play
index. Quantitative requirements apply: Companies only come
into question if they have a minimum market capitalization of
100 million Canadian dollars' at the time of inclusion and aver-
age daily trading volume over the past three months of at least
2 million Canadian dollars'. The index designer has also recog-
nized six IT sub-sectors. Candidates must belong to at least one
of them. These include security software for various kinds of
networks, colocation and data center services, and IT services
for governments. To avoid risk concentrations, the regulations
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provide for capping of an individual index component at a
maximum of 7.5 percent. To keep the index up-to-date, it is
reviewed quarterly in January, April, July and October and the
weightings adjusted as appropriate. The Index Committee de-
cides on an ad hoc basis whether adjustment is necessary
whenever an exceptional event occurs, such as a corporate
acquisition.

The selection criteria for the index are denominated in Canadi-
an dollars, in accordance with the index policies. The index itself
is calculated in US dollars.

Opportunities

— Pure-play investment: Equity-linked participation in the
growth potential of the cyber security industry.

— Objective-focused and transparent index design.

— The index provider, Solactive AG, carefully reviews compa-
nies prior to inclusion in the index, which consists exclusive-
ly of stocks from six IT sub-sectors.

— Always up to date: Quarterly index review.

— Reinvestment of net dividends of the companies included in
the index.

— Tradable every trading day under normal trading condi-
tions.

— No fixed term restriction.

Risiks

— Technology stocks may exhibit above-average volatility.

— No capital protection: investors run the risk of losing their
investment if the price of the underlying index worsens.

— Investors bear the issuer risk and could lose their invest-
ment if the issuer files for bankruptcy.

— The issuer intends to ensure liquidity in normal market
phases on trading days. However, investors should realize
that they may not be able to buy/sell the product at any
point in time.

— As the stocks included in the index may be listed in differ-
ent currencies and the product does not have any currency
hedges, the investor may also be exposed to an exchange
rate risk, which my adversely affect the value of the prod-
uct.

— The issuer has the right to terminate the product if certain
conditions are met.
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Open End PERLES in CHF

Underlying

Conversion ratio
Management fee
Issue day

Issue price

ISIN

SIX symbol

Solactive Global Cyber Security
USD NTR Index

11

0.75% p.a.

17 August 2018
CHF 202.45
CHO0428535386
KCFJDU

Open End PERLES in USD

Underlying

Conversion ratio
Management fee
Issue day

Issue price

ISIN

SIX symbol

Solactive Global Cyber Security
USD NTR Index

1:1

0.75% p.a.

17 August 2018
USD 203.60
CHO0428535394
KCFKDU

Investor profile

Solutions for investors with experience in stock market top-
ics and structured products and with a medium to increased
risk tolerance who would like to participate in the perfor-
mance of the equities included in the index at little capital

and administrative expense.

For other products and information on opportunities and
risks visit: ubs.com/keyinvest
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Disclaimer

This material has been prepared by UBS AG or one of its affiliates ("UBS"). This material is for distribution only as permitted by law. It is not
prepared for the needs of any specific recipient. It is published solely for information and is not a solicitation or offer to buy or sell any securities
or related financial instruments (“Instruments”). UBS makes no representation or warranty, either express or implied, on the completeness or
reliability of the information contained in this document (“Information”) except that concerning UBS AG and its affiliates. The Information
should not be regarded by recipients as a substitute for using their own judgment. Any opinions expressed in this material may change without
notice and may be contrary to opinions expressed by other business areas of UBS as a result of using different assumptions or criteria. UBS is
under no obligation to update the Information. UBS, its officers, employees or clients may have or have had an interest in the Instruments and
may at any time transact in them. UBS may have or have had a relationship with entities referred to in the Information. Neither UBS nor any of
its affiliates, or their officers or employees, accepts any liability for any loss arising from use of the Information.

This presentation is not a basis for entering into a transaction. Any transaction between you and UBS will be subject to the detailed provisions of
the term sheet, confirmation or electronic matching systems relating to that transaction. Clients wishing to effect transactions should contact
their local sales representative.

This information is communicated by UBS AG and/or its affiliates ("UBS"). * (see below) UBS may from time to time, as principal or agent, have
positions in, or may buy or sell, or make a market in any securities, currencies, financial instruments or other assets underlying the product to
which this [term sheet / document] relates (the "Structured Product"). UBS may provide investment banking and other services to and/or have
officers who serve as directors of the companies referred to in this [term sheet / document]. UBS's trading and/or hedging activities related to
the Structured Product may have an impact on the price of the underlying asset and may affect the likelihood that any relevant barrier or rele-
vant trigger event is crossed or triggered. UBS has policies and procedures designed to minimise the risk that officers and employees are influ-
enced by any conflicting interest or duty and that confidential information is improperly disclosed or made available. UBS may pay or receive
brokerage or retrocession fees in connection with the Structured Product described herein. In respect of any Structured Product that is a securi-
ty, UBS may, in certain circumstances, sell the Structured Product to dealers and other financial institutions at a discount to the issue price or
rebate to them for their own account some proportion of the issue price. Further information is available on request. Structured Products are
complex and may involve a high risk of loss. Prior to purchasing the Structured Product you should consult with your own legal, regulatory, tax,
financial and accounting advisors to the extent you consider it necessary, and make your own investment, hedging and trading decisions (includ-
ing decisions regarding the suitability of the Structured Product) based upon your own judgement and advice from those advisers you consider
necessary. Save as otherwise expressly agreed in writing, UBS is not acting as your financial adviser or fiduciary in relation to the Product. UBS
generally hedges its exposure to Structured Products, although it may elect not to hedge or to partially hedge any Structured Product. UBS's
hedging activity may be conducted through transactions in the underlying asset, index or instrument or in options, futures or other derivatives
related to the underlying asset, index or instrument on publicly traded markets or otherwise, and may have an impact on the price of the under-
lying asset. If a transaction is cash settled, UBS will generally unwind or offset any hedge it has for such Structured Product in close proximity to
the relevant valuation time or period. In some cases, this activity may affect the value of the Structured Product. Unless stated otherwise in this
document, (i) this document is for information purposes only and should not be construed as an offer, personal recommendation or solicitation
to purchase the Structured Product and should not be treated as giving investment advice, and (ii) the terms of any investment in the Structured
Product will be exclusively subject to the detailed provisions, including risk considerations, contained in the more detailed legal documentation
that relates to the Structured Product (being the confirmation, information memorandum, prospectus or other issuer documentation as rele-
vant). UBS makes no representation or warranty relating to any information herein which is derived from independent sources. This document
shall not be copied or reproduced without UBS's prior written permission. In respect of any Structured Product that is a security, no action has
been or will be taken in any jurisdiction that would permit a public offering of the Product, save where explicitly stated in the issuer documenta-
tion. The Structured Product must be sold in accordance with all applicable selling restrictions in the jurisdictions in which it is sold.

© UBS 2018. All rights reserved. UBS prohibits the forwarding of this information without the approval of UBS.
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UBS AG Hotline +41-44-239 76 76*

Public Distribution Switzerland Institutional clients +41-44-239 14 66*
P.O. Box, 8098 Zurich Intermediaries +41-44-239 77 60*
keyinvest@ubs.com Wealth Management clients +41-44-239 68 00*

ubs.com/keyinvest

*Please note that calls to numbers marked with * may be recorded. When you call these numbers, we assume that you consent to this
business practice.
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