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BI-WEEKLY PRODUCT IN FOCUS
INVEST IN THE FUTURE:
AUTOCALLS ON THREE ‘Al" WINNERS

Two letters are currently changing the world: Al, or Artificial Intelligence, a term first coined by computer scientist
John McCarthy at a conference in the summer of 1956. The imitation of human intelligence might once have been the
stuff of science fiction, but in recent years it has mushroomed into a business worth billions. Analysts at Julius Baer
point to cloud providers as the most likely winners from this future trend. On this basis, a new Autocallable Multi
Barrier Reverse Convertible has been created on the smart choice of tech trio Alphabet, Microsoft and SAP. Available
for subscription until 24 May, it offers both a strong underlying foundation and a promising risk-reward profile.

At a glance:

+ Julius Baer Autocallable Multi Barrier Reverse Convertible on tech trio
« Sights set on the future: Alphabet, Microsoft, SAP

+ Up close and personal: Trigger level enables early call

* Guaranteed coupon: 7.75% p.a.

+ Ample buffer: Barrier set at 70%

* Maturity: 12 months

Summary
Julius Baer Autocallable Multi Reverse Convertible linked to Alphabet, Microsoft and SAP (USD)
(product type: SSPA 1230)

Issuer Bank Julius Baer & Co. AG, Guernsey Subscription deadline 24 May 2017,12:00 CET

Lead Manager Bank Julius Baer & Co. AG, Zurich Initial fixing date 24 May 2017

Underlyings Alphabet, Microsoft, SAP Issue date 1May 2017

Currency USD (Quanto) Final fixing date 24 May 2018

Issue price 100% Expiry date 24 May 2018

Denomination USD 1'000.00 Final redemption date 1June 2018

Knock-in barrier 70.00% Security no. 36464938

Coupon 7.75% p.a. ISIN CHO0364649381

Trigger level 100% Ticker MASPJB

Al - a growing market worth billions trajectory is data, or ‘big data’ to use the buzzword. The
While scholars continue to debate whether Al is a blessing  information flow is growing steadily due to the increasing
or a curse for humanity, the market development leaves number of networked devices and appliances (Internet of
the success of this nascent technology in no doubt. The Things), as well as the effects of smartphones and social
development of intuitive machines has materialised at a media. But reams of data are not enough; the information
whirlwind rate. In 2015, spending on Al amounted to also has to be analysed quickly and this becomes easier the
USD 2 billion worldwide and this is expected to climb to more structured the data is. As a result, the artificial neural
USD 127 billion in 2025. A decisive factor in this growth networks that mimic the human brain become increasingly
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effective. According to market researcher IDC, about

10% of total data generated in 2015 can be classified as
‘structured’, but it expects this percentage to rise to 21% by
2020. By then, the total volume of «big data» is expected
to have increased five-fold to 36 zettabytes. In order to
process the information efficiently, tremendous computing
power is required as well as access to open-source plat-
forms, such as Microsoft’s Cognitive Kit or Alphabet’s
TensorFlow. Thanks to these platforms, it has become
easier to study complex issues such as natural language
processing and neural technology. Analysts at Julius Baer
see cloud computing as a key catalyst in the three drivers
behind Al - big data, computing power and open-source
platforms. Cloud computing has already given rise to two
Al enablers: low-cost computing power and massive data
volumes. According to experts, running Al software in the
cloud offers significant advantages, such as the ability to
quickly bring together millions of developers worldwide. In
the long run, this benefit is likely to turn into hard currency.
Market research firms Gartner and IDC forecast an in-
crease in public cloud revenue from USD 75 billion in 2015
to USD 204 billion in 2020. Lastly, Julius Baer projects that
artificial intelligence will become increasingly embedded in
software offered as part of cloud services. Based on this, it
advises investors to focus on leading cloud providers -
those firms that stand to benefit the most from Al in the
near term.

«Artificial intelligence: the new Multi BRC offers exposure
to the future trend with contingent protection.»

Cloud providers - the real winners in the Al race

Cloud specialists Alphabet and Microsoft rank highly
among Julius Baer’s top picks, with German group SAP
also playing a strong role. After all, SAP’s cloud subscrip-
tions and support revenue increased more than 10-fold
between 2010 and 2016. Alphabet, Google’s parent, is

not only actively pursuing cloud business, it has also added
machine-learning capabilities to its digital assistant, de-
signed to accompany users throughout their day. All three
groups have a Buy rating from Julius Baer Research. Thus,
the new Autocallable Multi Barrier Reverse Convertible sits
on a firm foundation. The trigger barrier for the autocall-
able feature is set exactly at the strike. If the trio quotes at
or above the trigger barrier on one of the quarterly obser-
vation dates, which begin six months after the product
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launch, the BRC is called early. If that does not occur, the
investment period ends after 12 months. It is crucial that
none of the three shares touches its barrier, set at 70% of
the strike. If that happens, i.e. if one or more trades at or
below its barrier, the redemption amount will be guided by
the weakest share of the underlying trio. But irrespective of
share price moves, the quaranteed coupon of 7.75% p.a. is
payable on a quarterly basis. Another piece of good news
is that the taxable interest portion for Swiss residents
amounts to a mere 1.81% p.a. The new Multi BRC therefore
offers investors a solid opportunity to buy into the future
through Al and achieve a high investment return, even if
the market trades flat.

Product features

These structured products (‘products’) with knock-in are
investment instruments that pay out a guaranteed coupon.
The capital invested is protected until the knock-in barrier is
reached. If the barrier is hit, investors receive a cash pay-
ment based on the drawdown on the worst-performing
underlying relative to its strike. If a trigger event occurs on
one of the observation dates, the principal is paid out to-
gether with a final, prorated coupon. This product is inten-
ded for investors expecting the performance of the under-
lying shares to be flat or slightly positive, although minor
price corrections cannot be ruled out.

Risk

An investment in this certificate entails essentially the
same risks as direct investment in the underlying securities.
A total loss is possible if one of the underlying securities is
valued at zero at maturity. In contrast to collective invest-
ment schemes, investors in structured products do not
benefit from specific asset protection in the event of issuer
insolvency.
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IMPORTANT LEGAL INFORMATION

This publication constitutes marketing material and is not the result of independent financial research. Therefore the legal requirements
regarding the independence of financial research do not apply. The information and opinions expressed in this publication were produced
by Bank Julius Baer & Co. Ltd., Zurich, as of the date of writing and are subject to change without notice. This publication is intended for
information purposes only and does not constitute an offer, a recommendation or an invitation by, or on behalf of, Julius Baer to make any
investments. Opinions and comments of the authors reflect their current views, but not necessarily of other Julius Baer entities or any other
third party. Services and/or products mentioned in this publication may not be suitable for all recipients (i.e. retail clients) and may not be
available in all countries. Clients of Julius Baer are kindly requested to get in touch with the local Julius Baer entity in order to be informed
about the services and/or products available in such country. This publication has been prepared without taking account of the objectives,
financial situation or needs of any particular investor. Before entering into any transaction, investors should consider the suitability of the
transaction to individual circumstances and objectives. Any investment or trading or other decision should only be made by the client after
a thorough reading of the relevant product term sheet, subscription agreement, information memorandum, prospectus or other offering
document relating to the issue of the securities or other financial instruments. Nothing in this publication constitutes investment, legal,
accounting or tax advice, or a representation that any investment or strategy is suitable or appropriate for individual circumstances, or
otherwise constitutes a personal recommendation for any specific investor. Julius Baer recommends that investors independently assess,
with a professional advisor, the specific financial risks as well as legal, regulatory, credit, tax and accounting consequences. Past performance
is not a reliable indicator of future results. Performance forecasts are not a reliable indicator of future performance. The investor may not
get back the amount invested. Although the information and data herein are obtained from sources believed to be reliable, no representati-
on is made that the information is accurate or complete. Bank Julius Baer & Co. Ltd., Zurich, its subsidiaries and affiliated companies

do not accept liability for any loss arising from the use of this publication. This publication may only be distributed in countries where its
distribution is legally permitted. This publication is not directed to any person in any jurisdiction where (by reason of that person’s nationali-
ty, residence or otherwise) such publications are prohibited. Bank Julius Baer & Co. Ltd., Zurich is authorised and regulated by the Swiss
Financial Market Supervisory Authority FINMA its subsidiaries and affiliated companies are duly licenced and regulated by the local autho-
rities. This publication has not been reviewed or approved by any regulatory authority. Further information can be obtained from the local
entity or be found at www.juliusbaer.com.

Structured products (e.g. baskets, certificates) are complex financial products which involve a high degree of risk. They are intended
exclusively for investors who have the knowledge and experience necessary to understand all risks and merits involved. Structured products
are not comparable with conventional debts or equity securities and will not be covered by any financial compensation or insurance scheme.
In particular, a structured product does not constitute a participation in a collective investment scheme. It constitutes a direct, unconditio-
nal, unsecured and unsubordinated obligation of the issuer. The product’s value is not only dependent on the development of the under-
lying(s), but also on the credit-worthiness of the issuer. As structured products may be denominated in another currency than the one of
the investor’s home member state, fluctuations in exchange rates may adversely affect the market value of the product. Structured
products were not registered with the local requlator and are not publicly distributable outside of Switzerland. Not all the risks and merits
associated with structured products can be disclosed in this publication. Therefore, potential investors should consult the entire product
documentation related to the specific issuance before making any investment decision. The documentation can be obtained free of charge
from your relationship manager or be requested at derivatives@juliusbaer.com. Bank Julius Baer & Co. Ltd. makes no representation as to
the suitability or appropriateness of the product for any particular investor.

United States: NEITHER THIS PUBLICATION NOR ANY COPY THEREOF MAY BE SENT, TAKEN INTO OR DISTRIBUTED
IN THE UNITED STATES OR TO ANY US PERSON.

This publication may contain information obtained from third parties, including ratings from rating agencies such as Standard & Poor’s,
Moody’s, Fitch and other similar rating agencies. Reproduction and distribution of third-party content in any form is prohibited except with
the prior written permission of the related third-party. Third-party content providers do not guarantee the accuracy, completeness,
timeliness or availability of any information, including ratings, and are not responsible for any errors or omissions (negligent or otherwise),
regardless of the cause, or for the results obtained from the use of such content. Third-party content providers give no express or implied
warranties, including, but not limited to, any warranties of merchantability or fitness for a particular purpose or use. Third-party content
providers shall not be liable for any direct, indirect, incidental, exemplary, compensatory, punitive, special or consequential damages, costs,
expenses, legal fees, or losses (including lost income or profits and opportunity costs) in connection with any use of their content, including
ratings. Credit ratings are statements of opinions and are not statements of fact or recommendations to purchase, hold or sell securities.
They do not address the market value of securities or the suitability of securities for investment purposes, and should not be relied on as
investment advice.
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