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INVESTOR RATIONALE
Gaining Exposure to Global High Yield (HY) Bonds with downside protection

Investor Rationale Product Mechanics

* BJB currently has a cautious view on High Yield market:
Neutral rated Upside participation to Aviva
Global High Yileld Bond Fund (EUR)
+ Asset class is trading at historical low yields
+ US tax reform might trigger volatility for USHY bond
segment due to partial ending of tax deductibility of interest
expenses

+ Clients looking to gain new Exposure or to lock in existing
profits while keeping the Exposure to HY segment, can do
this via a Capital Protection Note (CPN)

« The CPN offers at maturity full downside protection and
100% Exposure to the Underlying Performance

Key Product Characteristics

+ 100% Capital protection at maturity
+ 100% Participation to Aviva Global High Yield Bond Fund (EUR)

+ Benefits from increasing volatility,
decreasing interest rates (during lifetime) and positive
underlying performance

Capital at Capital at
AN Issuance Maturity

+ Clear payoff at maturity

+ Daily liquidity
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AVIVA GLOBAL HIGH YIELD BOND FUND (EUR)

Analysis of the Historical Returns of the Underlying

Historical Returns
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Aviva
Global HY
Bond Fund
Return p.a. 5.5%
Current o
Level* 147.1%
Volatility £.29
p.a.
Maximum _5.7%

Drawdown

*The current level is based on the observation period
starting from September 2010.



ILLUSTRATIVE TERMS & CONDITIONS*
USD Note with 100% Principal Protection and 100% Participation

Issuer
Issuer Rating
Arranger & Manager

ISIN / Valor
Subscription Period
Indicative LTV

Performance Component

Tenor

Currency & Denomination
Issue Price

Principal Protection
Participation Rate

Call Option Strike

Investment Methodology
Liquidity

Bank Julius Baer & Co. Ltd., Guernsey Branch
A2 (Moody's)
Bank Julius Baer & Co. Ltd., Zurich Branch

39577633 | CH0395776336
until 26 January 2018, 10am CET
85%

Aviva Investors Sicav Global High Yield Bond Fund (EUR)
(Bloomberg: AVGHYBE LX Equity / ISIN: LU0432679735)

3 Years

USD 10,000 (Quanto)

100%

100% of principal at maturity
100%

100%

Zerobond + Call Option
Daily

* lllustration only. All terms and conditions are subject to change without prior notice. No warranty given to completeness. This is not a term sheet.
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3 YEARS 100% CAPITAL PROTECTED NOTE

Payoff scenarios at maturity

Payoff Chart at Maturity*

Payoff of = Redemption

30% Underlying at maturity Note Return
100% Participation atklatunigy in %
to the Underlying -20.0% 100.0% 0.0%
Performance -18.0% 100.0% 0.0%
20% -16.0% 100.0% 0.0%
-14.0% 100.0% 0.0%
—~ -12.0% 100.0% 0.0%
& -10.0% 100.0% 0.0%
e 10% -8.0% 100.0% 0.0%
2 100% Capital -6.0% 100.0% 0.0%
- Protection -4.0% 100.0% 0.0%
° 0% 2.0% 100.0% 0.0%
2 0.0% 100.0% 0.0%
E 2.0% 102.0% 2.0%
5 40% 104.0% 4.0%
"q:, -10% 6.0% 106.0% 6.0%
a 8.0% 108.0% 8.0%
10.0% 110.0% 10.0%
0% 12.0% 112.0% 12.0%
14.0% 114.0% 14.0%
16.0% 116.0% 16.0%
18.0% 118.0% 18.0%
-30% 20.0% 120.0% 20.0%
-30% -20% -10% 0% 10% 20% 30%

| * Repayment at Maturity

1
1
i =100% + 100% * MAX (Underlying Performance;
5_0%)

Performance of Underlying

mm Note === Underlying (Direct Investment)
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Historical Backtest*

HISTORICAL BACKTEST
Average NAV at Maturity of 115.5% (4.9% p.a.)

Payoff at maturity
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129.5% (9% p.a.)

Average Payoff:
115.5% (4.9% p.a.)
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Lowest Payoff:
103.9% (1.3% p.a.)
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Maturity Date for the Note

Jun-17
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*  The backtest (simulation) shows 52 different 3
Years 100% Principal Protected Notes

*  These backtested notes have varying entry
points (Investment Dates)

*  The first backtested 3 years Note starts in
September 2010 and matures in September
2013. Thereafter, each month a new Note is
simulated, maturing 3 years later (e.g. October
2010 - October 2013)

Lowest

Payoff 103.9% (1.3% p.a.)

DAl 115.5% (4.9% p.a.)

Payoff

Highest

o, [+)
Payoff 129.5% (9% p.a.)



Principal
Protection at
Maturity

Price Sensitivity to
the Underlying

(Delta)

Interest Rates

KEY RISKS AND SENSITIVITIES

Main Risks and Sensitivities of the Note

The Note comes with 100% Principal Protection at maturity. The price of the Note could theoretically
drop below this level before maturity.

The Note provides a fixed participation at maturity. Ceteris Paribus, the closer to maturity, the higher
the delta. The initial sensitivity (Delta) is approximately 50% times the Participation Rate. Therefore if
e.g. the fund goes up by 10% first day, the Note is expected to be up by about 5%.

The Principal is protected via a built-in Zerobond. This component will vary in price depending on
changes in interest rates. Hence the price of the Note will tend to rise with falling interest rates and
vice versa.
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IMPORTANT LEGAL INFORMATION (1/2)

General

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 or an invitation by, or on behalf of, Julius Baer to
buy or sell any securities or related financial instruments or to participate in any
particular trading strategy in any jurisdiction. Opinions and comments of the
authors reflect their current views, but not necessarily of other Julius Baer entities
or any other third party. Other Julius Baer entities may have issued, and may in
the future issue, other publications that are inconsistent with, and reach different
conclusions from, the information presented in this publication. Julius Baer
assumes no obligation to ensure that such other publications are brought to the
attention of any recipient of this publication.

Suitability

Investments in the asset classes mentioned in this publication may not be suitable
for all recipients 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. Where reference to a specific research report is made
this publication should not be read in isolation without reference to this full
research report which may be provided upon request.

Nothing in this publication constitutes investment, legal, accounting or tax
advice, or a representation that any investment or strategy is suitable or

appropriate to individual circumstances, or otherwise constitutes a personal
recommendation to any specific investor. Any references to a particular tax
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treatment depend on the individual circumstances of each investor and may be
subject to change in the future. 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.

Information / forecasts referred to

Although the information and data herein are obtained from sources believed to
be reliable, no representation is made that the information is accurate or
complete. In particular, the information provided in this publication may not cover
all material information on the financial instruments or issuers of such
instruments. 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.

Important sources for the production of this publication are e.g. national and
international media, information services (e.g. Reuters, Bloomberg Finance L.P.),
publicly available databases, economic journals and newspapers (e.g. Financial
Times, Wall Street Journal), publicly available company information, publications
of rating agencies. Ratings and appraisals contained in this publication are clearly
marked as such.

All information and data used for this publication relate to past or present
circumstances and may change at any time without prior notice. Statements
contained in this publication regarding financial instruments or issuers of financial
instruments relate to the time of the production of this publication. Such
statements are based on a multitude of factors which are subject to continuous
change. A statement contained in this publication may, thus, become inaccurate
without this being published. Potential risk regarding statements and expectations
expressed in this publication may result from issuer specific and general (e.g.
political, economic, market, etc.) developments.

Risk

The price and value of, and income from investments in any asset class mentioned
in this publication may fall as well as rise and investors may not get back the
amount invested. Risks involved in any asset class mentioned in this publication
may include but are not necessarily limited to market risks, credit risks, political
risks and economic risks. The investor may be exposed to currency risk, because
the product or underlyings of the product are denominated in other currencies



IMPORTANT LEGAL INFORMATION (2/2)

than that of the country in which the investor is resident. The investment as well
as its performance are therefore exposed to currency fluctuations and may
increase or decrease in value. Particular risks in connection with specific
investments featured in this publication are disclosed in 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. These documents can be obtained free of charge upon request.
Investments in emerging markets are speculative and may be considerably more
volatile than investments in established markets. Clients should not be investing
in the product unless they fully understand the feature and risks associated with it.
Past performance is not a reliable indicator of future results. Performance
forecasts are not a reliable indicator of future performance.

Without prejudice to the generality of the foregoing, the following highlights
certain aspects, risks and characteristics of some of the asset classes mentioned in
this publication.

Structured products (e.g. baskets, certificates) are complex financial products
and therefore involve a higher degree of risk. They are intended for investors who
understand and are capable of assuming all risks involved. Structured products
may therefore only be sold to experienced investors and require additional advice
regarding the products specific risks. The value of the products is not only
dependent on the development of the underlying, but also on the creditworthiness
of the issuer, which may vary over the term of the product. In case of the issuer’s
insolvency or bankruptcy, the investor in the product may lose his entire
investment. Before entering an investment all documents related to the issue of
the described structured product have to be read. The full terms of the respective
structured product may be obtained free of charge.

Important Distribution Information

This publication and any market data contained therein shall only be for the
personal use of the intended recipient and shall not be redistributed to any
third party, unless Julius Baer or the source of the relevant market data gives their
approval. This publication is not directed to any person in any jurisdiction where
(by reason of that person’s nationality, residence or otherwise) such publications
are prohibited.

Switzerland: in Switzerland this publication has been distributed by Bank Julius
Baer & Co. Ltd., Zurich, authorised and requlated by the Swiss Financial Market
Supervisory Authority FINMA. Structured products do not constitute a
participation in a collective investment scheme. Therefore, they are not
supervised by the Swiss Financial Market Supervisory Authority FINMA and the
investor does not benefit from the specific investor protection provided under the
Swiss Federal Act on Collective Investment Schemes. This publication is not a
simplified prospectus as stated in Art. 5 of the Swiss Federal Act on Collective
Investment Schemes.

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.

© Julius Baer Group, 2018
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