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The next stage
Asweapproachtheendofthefirstquarter,equitymarketsarebuoyant,anda
strong US economy has diminished expectations for rate cuts. Despite geopolitical 
uncertainties,cross-assetvolatilityhasremainedlow.Lookingaheadtothesecond
quarter,weseethenextstageoftwoprimarymarketdriversplayingout:thestart
ofrate-cuttingcyclesbymajorcentralbanks,andthebroadening-outofAIadop-
tion and implementation across a wider range of companies.

Againstthisbackdrop,webelieveinvestors’keyfocusshouldbeon:1)getting
theirexposuretothetechnologysectorright;2)ensuringthatportfolioincome
streamsaresustainable;and3)employingeffectiveportfolioriskmanagement
techniques.

Whatdoesthatlooklikeinpractice?

First,it’simportanttoholdadiversifiedstrategicexposuretothetechnologysec-
torandtosomeofthelikelywinnersfromtechdisruption.Weforesee18%earn-
ingsgrowthfortheglobaltechnologysectorthisyearand72%annualized
growthinAIrevenuesoverthenextfiveyears.Therisingexcitementoverartificial
intelligence and its implications could lead to a scenario in which future gains are 
frontloaded.Investorslookingtogrowwealthshouldensuretheyhaveexposure
to this space.

Butequally,aftersuchastrongruninAI-relatedstocks,theriskofoverconcentrat-
ing portfolios has risen. Structured strategies can play a role in helping investors 
managedownsiderisksintech.Forthoselookingtodiversify,weseeopportuni-
tiesbeyondtechnology—inqualitystocksacrossregions;inalternativegrowth
themesliketheenergytransition,healthcaredisruption,andwaterscarcity;andin
small-andmid-capstocks.

MarkHaefele
ChiefInvestmentOfficer
GlobalWealthManagement
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Second,althoughtheUSeconomyhasremainedstrongandinflationhassur-
prisedtotheupside,westillexpecttheFederalReservetocutinterestratesinthe
comingmonths,likelystartinginJune.TheSwissNationalBankannounceda
25-basis-pointratecutinMarch,andothermajorcentralbanksarealsoontrack
tostarteasingpolicy.Toprepareportfolios,investors need to be proactive and 
shifttheircashandmoneymarketholdingstowardmoredurablesourcesof
income,includingfixed-termdeposits,short-termbondladders,andmedium-
durationhigh-qualitybonds.Weexpectmajorcurrencypairingstocontinueto
tradeintheirrecentranges,presentingopportunitiesforinvestorstogenerate
added income through tactical currency trades.

Third,effectiveriskmanagementiskey.Thetemptationtomanageriskbysimply
cashinginongainsorretreatingtothesidelinesmaybestrong,buthistoryfavors
thosewhopursueamorebalancedapproach.Webelievethatonlybydiversifying
acrossassetclasses,regions,andsectorscaninvestorseffectivelymanagethetension
betweennavigatingshort-termmarketdynamicsandgrowinglong-termwealth.

Formoreontheseideas,pleaserefertotheUBS House View Quarterly,alsopub-
lishedalongsidethisMonthlyLetter.Intherestofthisletter,Iwilldiscussthreeof
thebigquestionsinvestorsareaskingtoday:1)Istechinabubble,andwhatto
donow?;2)Softlandingornolanding,andwherenextfortheFed?;and3)How
tomanageriskswithmarketsatall-timehighs?

Is tech in a bubble, and what to do now?
Theglobaltechsector(MSCIACWIInformationTechnologyIndex)hasgained
12%year-to-dateafterrallying50%in2023.Mega-capsMetaandNvidiaareup
43%and82%,respectively,thisyear.Areweinabubble?

Onasimpleone-yearearningshorizon,thetechsectordoeslookexpensiverela-
tivetoitsownhistory.Its12-monthforwardprice-to-earnings(P/E)ratioof26.8x
sitsataroughly37%premiumtoitslong-termaverage.Yetthatstillcompares
favorablytotheNasdaq100’speakofaround60xattheheightofthedotcom
bubblein2000.Wealsobelievetherallyisonafirmerfoundationthistime
around,withprofitabilityhigherandvaluationsloweratthemarket’slargestcom-
panies,manyofwhichalsoenjoydominantmarketpositions.Withmanyofthe
largest companies in the industry already present across multiple stages of the AI 
valuechain,wethinkthebigfirmshaveagoodopportunitytogetevenbiggeras
AI deployment continues.

Investors should ensure they have 
exposure to durable income 
streams.

Techstockshavecontinuedtorally
in 2024.

The top 10 stocks in the S&P 500 have lower valuations and higher profitability than in 2000

Figure 1

*NTMPE = Next-12-months P/E ratio

Source: Factset, UBS, as of March 2024

Le: Top 10 stocks in the S&P 500 by market cap, ranked by valuation (NTMPE*), in 2024 vs. 2000. 
Right: Same comparison based on profitability (return on equity).
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Ultimately,whetherornottechisovervaluedrestsonyourviewofthesector’s
prospectivegrowth.Atthestartoftheyear,weincreasedourforecastforglobal
AIrevenueby40%.Wecurrentlyexpecta72%annualgrowthrateinAI
demand—afifteenfoldcumulativeincrease—overthenextfiveyears.Toputthat
incontext,ittookthesmartdeviceindustrymorethan10yearstogrowitsreve-
nuesby15times.AIshouldtakeonlyfiveyears,andifourestimatesproveaccu-
rate,thenthevaluationofAIinfrastructurecompanies(basedontheMSCIACWI
ITindex)isonly20x2027P/E.

Isthatreasonable?Well,considerthefollowing:

InthemarketforGPUs—thegraphicsprocessingunitsthatpowertechnologies
likegamingandAIapplications—weexpecttheimminentlaunchesofnewAIchip
products to command higher pricing and buoy margins given the expansion in 
demand.WecanseeaparalleldevelopmenttowhenAppleraisediPhoneprices
aboveUSD1,000in2017fromtheUSD600–800rangeofthepreviousfiveyears.
ThismoveunderpinnedabreakoutinApple’ssharepricefromafive-yearrangeof
USD20–40toeverhigherlevelsinasustainedmanner.

WithbroadeningAIdemandandrisingtrendsinmonetization,weexpectstrong
growthforAIapplicationsandmodels.Microsoft,forexample,ischargingbusi-
nesses USD 30 per month per user for its Copilot generative AI application. If half 
ofthe400millionOffice365userstodayadoptedCopilot,itwouldincrease
Microsoft’srevenueby30%comparedtoayearago.Ourestimatesfortheappli-
cationsandmodelssegment(usinglower30%penetrationratesforcopilots)
point to revenues for the industry increasing from USD 2.2 billion to USD 225 bil-
lioninthefive-yearperiodfrom2022–27—a152%annualgrowthrateorahun-
dredfold increase over the period. 

Inshort,theearningsgrowthpotentialinAIisreal,couldbeverylarge,andcould
maketoday’svaluationslookreasonable.Butwithgrowthexpectationshigh,sois
the scope for disappointment.

Againstthisbackdrop,howshouldyouposition?Inourview,investorsshould
holdsomediversifiedstrategicexposuretothetechnologysectorandthelikely
winnersfromtechdisruption.Inthelattercategory,welikeAIinfrastructurecom-
paniesthathavestrongpricingpowerandcompetitivemarketpositions,aswell
asplatformandapplicationbeneficiariesthatarewellplacedforAI-related
use cases. 

Forinvestorsoverexposedtotech—i.e.,thosewithahigher-than-benchmark
market-capallocationtotheglobaltechnologysector—weseeopportunitiesto
diversify,focusingonthreekeyareas.First,wethinkthatqualitycompanies—
includingregionalchampionsinEuropeandAsia—withstrongbalancesheets,
highprofitability,andexposuretoresilientearningsstreamswillcontinueto
deliverstrongresultsinthemonthsahead.Second,werecommendseekingcom-
paniesexposedtoothermajorstructuralgrowththemes,includingtheenergy

WeexpectAIdemandtogrowat
a72%annualrateoverthenext
fiveyears.

Werecommendholdingdiversified
exposure to the tech sector.
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transition,healthcaredisruption,andaddressingwaterscarcity.Third,wehavea
constructiveviewonUSsmall-capstocksgiventheirdiscountedvaluationsand
potentialcatalystssuchasFedratecuts,increasedM&A,andstrongerearnings
growth.WealsoseeopportunitiesinselectEuropeansmall-andmid-capstocks.

Soft landing or no landing, and where next for the Fed?
Afewmonthsago,muchofthedebateaboutthenextphasefortheUSeconomy
waswhetheritwouldstageahardlandingorasoftlandingafteranimpressive
run of growth and resilience. Most recent data have not only dispelled fears of a 
hardlanding,buttheyhavealsoaddedcredencetotheprospectof“nolanding.”

Asaresult,marketshavescaledbacktheirexpectationsforFedratecutsthisyear,
to about 83 basis points at the time of writing from as much as 170 basis points 
earlierintheyear.The10-yearUSTreasuryyieldhasthusrisento4.3% from 
3.86%atthestartoftheyear.

Whatdoesthatmeanfromhere?Ano-landingscenarioisplausible,inourview,
particularlyifthecombinationofatightlabormarket,increasedcapitalspending,
andAIdeploymentsupportsacontinuedsurgeinproductivity.WenotethatUS
laborproductivityhasrisenoverthepastyear,growing3.2%inthefourthquar-
ter,withthefive-yearrollingaveragenowat2.1%—itshighestinoveradecade,
excludingpandemic-relateddatadistortionsin2020.

Thatsaid,suchasecularimprovementinproductivity,whileplausible,islikelyto
takemorethanafewmonthstoevolve.SodespitetherecentstrengthinUS
headlinedata—nonfarmpayrollsexpandedby275,000inFebruaryandinflation
edgedupto3.2%from3.1%inJanuary—westillthinkitmakessensetoposition
forasoftlanding,factoringinmoderatinggrowth,recedinginflation,anddeclin-
ing interest rates. 

TheUSeconomyappearstobemoderatingbacktowardtrendgrowthfroman
unsustainablepace.Itwasrunningatanannualized4%rateinthesecondhalfof
2023,whiletheAtlantaFed’sGDPNowmodelistrackinggrowthofamuchlower
2.1%forthefirstquarterof2024.Thisispositivenewsforthedisinflationoutlook.

Meanwhile,theFebruaryjobsreport,althoughstrong,alsoshowedsignsthatthe
labormarketiscooling:Theunemploymentrateroseto3.9%,thehighestintwo
years,andgrowthinaveragehourlyearningsslowedtojust0.1%month-over-
month.TheAtlantaFed’swagegrowthtrackershowsthatincreasesforjob
switchersmoderatedto5.3%inFebruary(basedonthethree-monthmoving
average)from5.6%inJanuary(versus4.7%inbothmonthsforworkerswho
remainedintheirjobs).

RecentUSeconomicdatahave
remained resilient.

Economicgrowthappearstobe
moderating from an unsustainable 
pace.
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Wethinkasofterlabormarketandmoremutedshelterinflationwillhelpturnthe
overallCPIinflationtrendlowerinthecomingmonths.FedChairJeromePowell
hasstressedthattheUScentralbankis“notfar”fromhavingsufficientconfi-
dencetocutrates.Inourbasecase,weexpect75basispointsofcutsthisyear,
startinginJune,withfurtherreductionsin2025.

AsthemarketshiftsitsfocusbacktowardasoftlandingandtheFedstartscutting
rates,wewouldexpectbondyieldstofall,andweforecasttheUS10-yearyieldto
declineto3.5%byyear-endfrom4.3%today,implyingatotalreturnof9.3%. 
BondmarketscouldrallyevenmoreifUSeconomicgrowthstartstodisappoint.At
thetimeofwriting,marketsareimplyingthatthefederalfundsratewilltroughat
roughly3.5%,thoughwewouldexpectittobepotentiallymuchlowerifgrowth
slows below trend.

Thisbackdropmeansthatnowisanattractivetimeforinvestorstolockinstill-
elevatedyields,benefitfrompotentialcapitalgainsifyieldsfall,anddiversifyportfo-
liosagainstrisks.Wethinkitisimportanttotakestepstoprepareportfoliosfor
lowerinterestrates—inparticular,byensuringtheyhaveexposuretodurable
incomestreams:

First,asinterestratesdecline,cashwillprogressivelydeliverlowerreturns,creatinga
riskforinvestorswhodonotproactivelymanagetheirliquidity.Wethereforerecom-
menddiversifyingliquidityholdingsbeyondcashandmoneymarketfundsintoa
combinationoffixed-termdeposits,bondladders,andcertainstructuredinvestment
strategies. 

Second,wecontinuetoseeanattractiverisk-rewardoutlookforqualitybonds
(includinggovernmentandinvestmentgradecorporatebonds).Thehighlevelof
outrightinterestratesontheassetclasswillbeakeysourceoftotalreturn.As
short-endpolicyrateslooksettofallanddownsideriskstogrowtharenonnegligi-
ble,wealsoseepotentialforcapitalgains.

Weexpectbondyieldstofall
through the balance of the year.

Wecontinuetoseeanattractive
risk-rewardoutlookforquality
fixedincome.

Yields are still attractive

Figure 2

Source: Bloomberg, UBS, as of March 2024
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Third,weexpectmajorcentralbankstocutratesbroadlyintandem.TheSwiss
NationalBankannounceda25-basis-pointratecutatitsMarchmeeting,while
othercentralbanks—includingtheEuropeanCentralBank,theBankofEngland,
andtheBankofCanada—arealsoexpectedtoeasepolicyinthecomingmonths.
Wethereforethinkmajorcurrencypairingswillcontinuetotradeintheirrecent
ranges,andthisprovidesinvestorswithanopportunitytogenerateadditional
incomeincurrencymarkets.Forexample,withtheUSdollarlikelytoremaincaught
betweendecentUSgrowthandtheprospectofFedratecuts,euro-basedinvestors
canconsiderusingperiodsofEURUSDweaknesstoselldownsiderisksin
the pairing.

How to manage risks with markets at all-time highs?
Thefundamentalbackdropissupportiveofmarkets,inourview,andcross-asset
volatilityhasremainedlow.Butinvestorsentimentisstilllikelytobesusceptibleto
arangeofeconomicandmarketrisks.

Inflationconcernsarebackinfocusfollowinghigher-than-expectedUSinflationin
February.TheRussia-UkraineandIsrael-Hamaswarsareongoing.Meanwhile,US
PresidentJoeBidenandformerPresidentDonaldTrumphavethebackingof
enoughdelegatestoclinchtheirparties’officialnominationascandidatesfor
November’spresidentialelection,andheadlinesaroundthecampaignsarelikely
tocreatemarketvolatility.

Againstthisbackdrop,andwithmajorequityindexestradingnearall-timehighs,
itcanbetemptingforinvestorstomanagerisksbytakingprofitsorstayingonthe
sidelines.Yethistoryhasshownthatbeinginvestedandhedgingrisksispreferable
tosellingoutorstayinguninvested.DatasinceJanuary1960showthataUSD100
investmentinUSstockswouldhavegrowntoUSD55,093byFebruary2024.
Adjustedforinflation,thisrepresentsa52-foldincreaseinpurchasingpower, 
oranannualrealreturnof6.3%sincethen.

Webelievethefundamentalback-
drop remains supportive of 
markets.

History favors being invested and 
hedgingrisks,ratherthanselling
out or staying uninvested.

Staying invested leads to wealth creation over the long term

Figure 3

Source: Ibbotson, UBS, as of March 2024

Growth of USD 1 invested in stocks (US large caps), bonds (Treasuries Intermediate), cash (1–3-month  T-bills), 
and a 60/40 balanced portfolio since 1960, log scale
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Weseethreebroadwaysthatinvestorscanmanagethetensionbetweennavigat-
ingshort-termmarketrisksandgrowinglong-termwealth.

Thefirstandmostfundamentalprincipleistodiversifyacrossassetclasses,regions,
andsectors.TheUBSGlobalInvestmentReturnsYearbook,whichanalyzesfinan-
cialmarketsgoingbackto1900,showsthatanequityportfoliothatisdiversified
across21countrieswouldhave40%lessriskthanasingle-countryinvestment.

Similarly,aportfoliowitha60/40splitbetweenstocksandbondshashistorically
beenlessvolatilethanonecomposedsolelyofstocks.Indeed,a60/40portfolio
hasonlydeliveredanegativereturnoverafive-yearhorizonon5%ofoccasions,
andneverovera10-yearhorizon(comparedwith12%and5%ofthetimefor
equity-onlyportfolios).

Thesecondistoconsiderspecificstrategiesthatcanhelpinvestorspositionfor
furtherupsidewhileshieldingagainstlosses.Forexample,thecurrentcombina-
tionoflowimpliedequitymarketvolatilityandhighbondyieldsmakesitmore
cost-effectivetoimplementcapitalpreservationstrategies.Weseethisasparticu-
larlyappealingformedium-termhorizonsinareasoftheequitymarketwherethe
upside potential may be strong but investors may also want to protect against 
downsiderisks(e.g.,intechnologystocks).

Thethirdistorememberthatdiversificationdoesnotsimplymeanstocksand
bonds.Alternativeassetsincludinghedgefunds,privatemarkets,andinfrastruc-
turecanhelpsmoothportfolioreturns.Wecurrentlyseeopportunitiesinstrate-
giesthatofferuniquesourcesofreturn(credithedgefunds),provideaccessto
fast-growingcompanies(privateequity),andalignwithpowerfullong-termtrends
likedigitalizationanddecarbonization(privateinfrastructureandthematicprivate
equityfunds).

Investment ideas

Aswenavigateayearthatpromisestobehistoricforfinancialmarkets,ourguid-
ingprinciplesremainsteadfast:acommitmenttolong-termthinking,diversifica-
tion,andthebeliefthattimeinthemarkettrumpstimingthemarket.

Diversificationacrossassetclasses,
regions,andsectorsremainskey.

Capital preservation strategies can 
helpinvestorsmanagetheirequity
exposure.

Trying to time the market has a cost

Figure 4

Source: Bloomberg, UBS, as of March 2024

Growth of USD 100 invested in the S&P 500 (total return) in April 1988, buy-and-hold strategy vs. missing 
gains as a result of exiting the market.
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Ourideasforthismonthfocuson:1)gettingexposuretothetechnologysector
right;2)ensuringthatportfolioincomestreamsaresustainable;and3)employing
effectiveportfolioriskmanagementtechniques.

MarkHaefele
ChiefInvestmentOfficer
GlobalWealthManagement

Messages in Focus

Optimize tech 
exposure

TheAIrevolutionishere.Investorscan’taffordtobeunderinvested,andoptimizingexposuretotechnologyiskey.
Wethinkthisinvolvesadiversestrategicexposuretothesector,balancingafocusbetweenthebeneficiariesof
techdisruptionandsectorleadersincluding“Asia’sSuper8.”Thecurrentenvironmentofhighinterestratesand
low volatility also presents an opportunity to use structured solutions to position for further upside while protecting 
against downside.

Opportunities 
beyond technology

Whileweholdaconstructiveviewontechnology,investorsneedtobemindfulofconcentrationrisksandoverexpo-
sure.Forthosediversifyingbeyondtechnology,weseeopportunitiesinqualitycompanies(includingregionalcham-
pionsinEuropeandAsia);theenergytransition,healthcaredisruption,andwaterscarcity;andsmall-andmid-cap
stocks.Exposuretotheseideascanalsobebuiltupthroughstructuredinvestments.

Manage liquidity Weexpectinterestratestofallin2024.Thismeanscashwillprogressivelydeliverlowerreturns,creatingariskfor
investorswhodonotproactivelymanagecashholdings.Webelieveinvestorsshouldbuildaliquiditystrategy
beyondcashandmoneymarketfunds,infavorofacombinationoffixed-termdeposits,bondladders,andstruc-
turedinvestmentstrategiestocoverexpectedportfoliowithdrawalsoverthenextfiveyears.

Buy quality bonds Wekeepapreferenceforqualitybonds.Robusteconomicgrowthandelevatedinflationhavekeptbondyieldshigh
inrecentmonths.Butweexpectyieldstofalloverthebalanceoftheyearasgrowthandinflationmoderate.That
makesnowanattractivetimetolockinyields,benefitfrompotentialcapitalgainsifyieldsfall,anddiversifyportfo-
liosagainstrisks.Beyondindividualbonds,activeanddiversifiedbondexposurecanprovideinvestorswithaconve-
nientwaytorealizethefullreturnpotentialoftheassetclasswhilemanagingcreditandconcentrationrisks.

Generate income 
with currencies  
and commodities

Webelievethatmajorcurrencypairingsarelikelytocontinuetotradeinestablishedrangesasmostmajorcentral
banksaresettocutinterestratesintandem.Thispresentsanopportunityforinvestorstogenerateaddedportfolio
incomebytradingtherangeincurrencies,aswellasinselectcommodities.

Get in balance Investorstodayaregrapplingwithacomplexfinancialenvironment.Someworrythatthestockmarkethasreached
itspeak,leadingthemtoholdtoomuchcash.Othersmaybeoverlyfocusedonspecificsectors,riskingtoomuch
concentrationintheirportfolios.Againstthisbackdrop,gettinginbalanceisakeyprinciple.Webelievethatonlyby
diversifyingacrossassetclasses,regions,andsectorscaninvestorseffectivelymanagethetensionbetweennavigating
short-termmarketdynamicsandgrowinglong-termwealth.

Diversify with 
alternatives

Alternativeassetsshouldbeakeycomponentoflong-termportfolios,inourview.Theycanhelpdiversifyreturn
sourcesandsmoothportfolioreturns.Wecurrentlyseeopportunitiesinstrategiesthatofferuniquereturnsources
(credithedgefunds),provideaccesstofast-growingcompanies(privateequity),andalignwithpowerfullong-term
trendslikedigitalizationanddecarbonization(privateinfrastructureandthematicprivateequityfunds).
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Global forecasts

Economy

RealGDPy/y,in% Inflation(averageCPI),y/y,in%

2023E 2024E 2025E 2023E 2024E 2025E

US 2.5 2.2 1.4 US 4.1 3.1 2.4

Canada 1.1 0.2 1.3 Canada 3.9 2.5 2.1

Japan 1.9 0.5 1.2 Japan 3.3 2.2 1.8

Eurozone 0.5 0.6 1.2 Eurozone 5.4 2.4 2.1

UK 0.1 0.2 1.5 UK 7.3 2.3 2.0

Switzerland 0.8 1.3 1.5 Switzerland 2.1 1.4 1.2

Australia 2.1 1.5 2.1 Australia 5.6 3.3 3.1

China 5.2 4.6 4.6 China 0.2 0.8 1.6

India 7.6 7.0 6.8 India 5.1 4.5 4.5

EM 4.5 4.1 4.4 EM 7.4 8.3 5.1

World 3.3 3.0 3.1 World 6.1 5.8 3.8

Source:Bloomberg,UBS,asof21March2024.LatestforecastsavailableintheGlobal forecastspublication,publishedweekly.

Asset classes

Spot Dec-24

Equities

S&P500 5,225 5,200

Eurostoxx50 5,000 4,900

FTSE100 7,737 7,780

SMI 11,619 11,640

MSCIAsiaex-Japan 648 685

MSCI China 55 58

Topix 2,751 2,770

MSCIEM 1,032 1,100

MSCIACWorld 940 940

Currencies

EURUSD 1.09 1.12

GBPUSD 1.28 1.30

USDCHF 0.89 0.87

USDCAD 1.35 1.31

AUDUSD 0.66 0.71

EURCHF 0.97 0.97

NZDUSD 0.61 0.62

USDJPY 151 140

USDCNY 7.20 7.15

 

Spot Dec-24

2-year yields, in %

USD 2y Treas. 4.60 3.25

EUR2yBund 2.92 2.00

GBP 2y Gilts 4.22 3.50

Swiss2yEidg. 0.97 0.70

JPY2yJGB 0.18 0.25

10-year yields, in %

USD 10y Treas. 4.27 3.50

EUR10yBund. 2.43 2.25

GBP 10y Gilts 4.01 3.50

Swiss10yEidg. 0.71 0.70

JPY10yJGB 0.73 0.80

Commodities

Brentcrude,USD/bbl 86 82

Gold,USD/oz 2,161 2,250

Source:Bloomberg,UBS,asof21March2024.LatestforecastsavailableintheGlobal forecastspublication,publishedweekly.
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Disclaimer/RiskInformation

Non-TraditionalAssets

Non-traditional asset classes are alternative investments that include hedge funds, private equity, real estate, and 
managed futures (collectively, alternative investments).Interestsofalternativeinvestmentfundsaresoldonlytoqualified
investors,andonlybymeansofofferingdocumentsthatincludeinformationabouttherisks,performanceandexpensesof
alternativeinvestmentfunds,andwhichclientsareurgedtoreadcarefullybeforesubscribingandretain.Aninvestmentinan
alternativeinvestmentfundisspeculativeandinvolvessignificantrisks.Specifically,theseinvestments(1)arenotmutualfunds
andarenot subject to the same regulatory requirementsasmutual funds; (2)mayhaveperformance that is volatile,and
investorsmayloseallorasubstantialamountoftheirinvestment;(3)mayengageinleverageandotherspeculativeinvestment
practicesthatmayincreasetheriskofinvestmentloss;(4)arelong-term,illiquidinvestments,thereisgenerallynosecondary
marketfortheinterestsofafund,andnoneisexpectedtodevelop;(5)interestsofalternativeinvestmentfundstypicallywill
beilliquidandsubjecttorestrictionsontransfer;(6)maynotberequiredtoprovideperiodicpricingorvaluationinformation
toinvestors;(7)generallyinvolvecomplextaxstrategiesandtheremaybedelaysindistributingtaxinformationtoinvestors;
(8)aresubjecttohighfees,includingmanagementfeesandotherfeesandexpenses,allofwhichwillreduceprofits.

Interestsinalternativeinvestmentfundsarenotdepositsorobligationsof,orguaranteedorendorsedby,anybankorother
insureddepositoryinstitution,andarenotfederallyinsuredbytheFederalDepositInsuranceCorporation,theFederalReserve
Board,oranyothergovernmentalagency.Prospectiveinvestorsshouldunderstandtheserisksandhavethefinancialabilityand
willingnesstoacceptthemforanextendedperiodoftimebeforemakinganinvestmentinanalternativeinvestmentfundand
should consider an alternative investment fund as a supplement to an overall investment program.

Inadditiontotherisksthatapplytoalternativeinvestmentsgenerally,thefollowingareadditionalrisksrelatedtoaninvestment
inthesestrategies:

• HedgeFundRisk:Therearerisksspecificallyassociatedwithinvestinginhedgefunds,whichmayincluderisksassociated
withinvestinginshortsales,options,small-capstocks,“junkbonds,”derivatives,distressedsecurities,non-USsecurities
andilliquidinvestments.

• ManagedFutures:Therearerisksspecificallyassociatedwithinvestinginmanagedfuturesprograms.Forexample,notall
managersfocusonallstrategiesatalltimes,andmanagedfuturesstrategiesmayhavematerialdirectionalelements.

• RealEstate:Therearerisksspecificallyassociatedwithinvestinginrealestateproductsandrealestateinvestmenttrusts.
They involve risks associatedwith debt, adverse changes in general economic or localmarket conditions, changes in
governmental,tax,realestateandzoninglawsorregulations,risksassociatedwithcapitalcallsand,forsomerealestate
products,therisksassociatedwiththeabilitytoqualifyforfavorabletreatmentunderthefederaltaxlaws.

• PrivateEquity:Therearerisksspecificallyassociatedwith investing inprivateequity.Capitalcallscanbemadeonshort
notice,andthefailuretomeetcapitalcallscanresultinsignificantadverseconsequencesincluding,butnotlimitedto,a
total loss of investment.

• ForeignExchange/CurrencyRisk:InvestorsinsecuritiesofissuerslocatedoutsideoftheUnitedStatesshouldbeawarethat
evenforsecuritiesdenominated inU.S.dollars,changes in theexchangeratebetweentheU.S.dollarandthe issuer’s
“home”currencycanhaveunexpectedeffectsonthemarketvalueandliquidityofthosesecurities.Thosesecuritiesmay
alsobeaffectedbyotherrisks(suchaspolitical,economicorregulatorychanges)thatmaynotbereadilyknowntoaUS
investor.
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UBSChiefInvestmentOffice’s(“CIO”)investmentviewsarepreparedandpublishedbytheGlobalWealthManagementbusi-
nessofUBSSwitzerlandAG(regulatedbyFINMAinSwitzerland)oritsaffiliates(“UBS”),partofUBSGroupAG(“UBSGroup”).
UBSGroupincludesCreditSuisseAG,itssubsidiaries,branchesandaffiliates.AdditionaldisclaimerrelevanttoCreditSuisse
WealthManagementfollowsattheendofthissection.
Theinvestmentviewshavebeenpreparedinaccordancewithlegalrequirementsdesignedtopromotetheindependence of 
investment research.

Generic investment research – Risk information:
This publication is for your information onlyandisnotintendedasanoffer,orasolicitationofanoffer,tobuyorsellany
investmentorotherspecificproduct.Theanalysiscontainedhereindoesnotconstituteapersonalrecommendationortakeinto
accounttheparticularinvestmentobjectives,investmentstrategies,financialsituationandneedsofanyspecificrecipient.Itis
basedonnumerousassumptions.Differentassumptionscouldresultinmateriallydifferentresults.Certainservicesandprod-
uctsaresubjecttolegalrestrictionsandcannotbeofferedworldwideonanunrestrictedbasisand/ormaynotbeeligiblefor
sale to all investors. All information and opinions expressed in this document were obtained from sources believed to be relia-
bleandingoodfaith,butnorepresentationorwarranty,expressorimplied,ismadeastoitsaccuracyorcompleteness(other
thandisclosuresrelatingtoUBS).Allinformationandopinionsaswellasanyforecasts,estimatesandmarketpricesindicated
arecurrentasofthedateofthisreport,andaresubjecttochangewithoutnotice.Opinionsexpressedhereinmaydifferorbe
contrarytothoseexpressedbyotherbusinessareasordivisionsofUBSasaresultofusingdifferentassumptionsand/orcriteria.

Innocircumstancesmaythisdocumentoranyofthe information(includinganyforecast,value, indexorothercalculated
amount (“Values”)) beused for anyof the followingpurposes (i) valuationor accountingpurposes; (ii) to determine the
amountsdueorpayable,thepriceorthevalueofanyfinancialinstrumentorfinancialcontract;or(iii)tomeasuretheperfor-
manceofanyfinancialinstrumentincluding,withoutlimitation,forthepurposeoftrackingthereturnorperformanceofany
Valueorofdefiningtheassetallocationofportfolioorofcomputingperformancefees.Byreceivingthisdocumentandthe
information you will be deemed to represent and warrant to UBS that you will not use this document or otherwise rely on any 
of the information for any of the above purposes. UBS and any of its directors or employees may be entitled at any time to hold 
longorshortpositionsininvestmentinstrumentsreferredtoherein,carryouttransactionsinvolvingrelevantinvestmentinstru-
mentsinthecapacityofprincipaloragent,orprovideanyotherservicesorhaveofficers,whoserveasdirectors,eitherto/for
theissuer,theinvestmentinstrumentitselforto/foranycompanycommerciallyorfinanciallyaffiliatedtosuchissuers.Atany
time,investmentdecisions(includingwhethertobuy,sellorholdsecurities)madebyUBSanditsemployeesmaydifferfromor
becontrarytotheopinionsexpressedinUBSresearchpublications.Someinvestmentsmaynotbereadilyrealizablesincethe
marketinthesecuritiesisilliquidandthereforevaluingtheinvestmentandidentifyingtherisktowhichyouareexposedmay
bedifficulttoquantify.UBSreliesoninformationbarrierstocontroltheflowofinformationcontainedinoneormoreareas
withinUBS,intootherareas,units,divisionsoraffiliatesofUBS.Futuresandoptionstradingisnotsuitableforeveryinvestor
asthereisasubstantialriskofloss,andlossesinexcessofaninitialinvestmentmayoccur.Pastperformanceofaninvestment
isnoguaranteeforitsfutureperformance.Additionalinformationwillbemadeavailableuponrequest.Someinvestmentsmay
besubjecttosuddenandlargefallsinvalueandonrealizationyoumayreceivebacklessthanyouinvestedormayberequired
topaymore.Changesinforeignexchangeratesmayhaveanadverseeffectontheprice,valueorincomeofaninvestment.
Theanalyst(s)responsibleforthepreparationofthisreportmayinteractwithtradingdeskpersonnel,salespersonnelandother
constituenciesforthepurposeofgathering,synthesizingandinterpretingmarketinformation.

Different areas, groups, and personnel within UBS Group may produce and distribute separate research products  inde-
pendently of each other.Forexample,researchpublicationsfrom CIO areproducedbyUBSGlobalWealthManagement. UBS 
Global Research isproducedbyUBSInvestmentBank. Research methodologies and rating systems of each separate 
research organization may differ, for example, in terms of investment recommendations, investment horizon, model
assumptions,andvaluationmethods.Asaconsequence,exceptforcertaineconomicforecasts(forwhichUBSCIOandUBS
GlobalResearchmaycollaborate),investmentrecommendations,ratings,pricetargets,andvaluationsprovidedbyeachofthe
separateresearchorganizationsmaybedifferent,orinconsistent.Youshouldrefertoeachrelevantresearchproductforthe
detailsastotheirmethodologiesandratingsystem.Notallclientsmayhaveaccesstoallproductsfromeveryorganization.
Eachresearchproductissubjecttothepoliciesandproceduresoftheorganizationthatproducesit.
Thecompensationoftheanalyst(s)whopreparedthisreportisdeterminedexclusivelybyresearchmanagementandsenior
management(notincludinginvestmentbanking).Analystcompensationisnotbasedoninvestmentbanking,salesandtrading
orprincipaltradingrevenues,however,compensationmayrelatetotherevenuesofUBSGroupasawhole,ofwhichinvest-
mentbanking,salesandtradingandprincipaltradingareapart.

Taxtreatmentdependsontheindividualcircumstancesandmaybesubjecttochangeinthefuture.UBSdoesnotprovidelegal
ortaxadviceandmakesnorepresentationsastothetaxtreatmentofassetsortheinvestmentreturnsthereonbothingeneral
orwithreferencetospecificclient’scircumstancesandneeds.Weareofnecessityunabletotakeintoaccounttheparticular
investmentobjectives,financialsituationandneedsofourindividualclientsandwewouldrecommendthatyoutakefinancial
and/ortaxadviceastotheimplications(includingtax)ofinvestinginanyoftheproductsmentionedherein.

This material may not be reproduced or copies circulated without prior authority of UBS. Unless otherwise agreed in writing 
UBS expressly prohibits the distribution and transfer of this material to third parties for any reason. UBS accepts no liability 
whatsoever for any claims or lawsuits from any third parties arising from the use or distribution of this material. This report is 
for distribution only under such circumstances as may be permitted by applicable law. For information on the ways in which 
CIOmanagesconflictsandmaintainsindependenceofitsinvestmentviewsandpublicationoffering,andresearchandrating
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methodologies,pleasevisitwww.ubs.com/research-methodology. Additional information on the relevant authors of this pub-
licationandotherCIOpublication(s)referencedinthisreport;andcopiesofanypastreportsonthistopic;areavailableupon
requestfromyourclientadvisor.

Important Information About Sustainable Investing Strategies: Sustainable investing strategies aim to consider and
incorporateenvironmental,socialandgovernance(ESG)factorsintoinvestmentprocessandportfolioconstruction.Strategies
acrossgeographiesapproachESGanalysisandincorporatethefindingsinavarietyofways.IncorporatingESGfactorsorSus-
tainableInvestingconsiderationsmayinhibitUBS’sabilitytoparticipateinortoadviseoncertaininvestmentopportunitiesthat
otherwisewouldbeconsistentwiththeClient’sinvestmentobjectives.ThereturnsonaportfolioincorporatingESGfactorsor
SustainableInvestingconsiderationsmaybelowerorhigherthanportfolioswhereESGfactors,exclusions,orothersustaina-
bilityissuesarenotconsideredbyUBS,andtheinvestmentopportunitiesavailabletosuchportfoliosmaydiffer.

External Asset Managers / External Financial Consultants:IncasethisresearchorpublicationisprovidedtoanExternal
AssetManageroranExternalFinancialConsultant,UBSexpresslyprohibitsthatitisredistributedbytheExternalAssetMan-
agerortheExternalFinancialConsultantandismadeavailabletotheirclientsand/orthirdparties.

USA:DistributedtoUSpersonsonlybyUBSFinancialServicesInc.orUBSSecuritiesLLC,subsidiariesofUBSAG.UBSSwitzer-
landAG,UBSEuropeSE,UBSBank,S.A.,UBSBrasilAdministradoradeValoresMobiliariosLtda,UBSAsesoresMexico,S.A.de
C.V.,UBSSuMiTRUSTWealthManagementCo.,Ltd.,UBSWealthManagementIsraelLtdandUBSMenkulDegerlerASare
affiliatesofUBSAG.UBS Financial Services Inc. accepts responsibility for the content of a report prepared by a 
non-US affiliate when it distributes reports to US persons. All transactions by a US person in the securities men-
tioned in this report should be effected through a US-registered broker dealer affiliated with UBS, and not through 
a non-US affiliate. The contents of this report have not been and will not be approved by any securities or invest-
ment authority in the United States or elsewhere. UBS Financial Services Inc. is not acting as a municipal advisor to 
any municipal entity or obligated person within the meaning of Section 15B of the Securities Exchange Act (the 
“Municipal Advisor Rule”) and the opinions or views contained herein are not intended to be, and do not consti-
tute, advice within the meaning of the Municipal Advisor Rule

Forcountryinformation,pleasevisitubs.com/cio-country-disclaimer-groraskyourclientadvisorforthefulldisclaimer.

Additional Disclaimer relevant to Credit Suisse Wealth Management
YoureceivethisdocumentinyourcapacityasaclientofCreditSuisseWealthManagement.Yourpersonaldatawillbepro-
cessedinaccordancewiththeCreditSuisseprivacystatementaccessibleatyourdomicilethroughtheofficialCreditSuisse
website https://www.credit-suisse.com.Inordertoprovideyouwithmarketingmaterialsconcerningourproductsandservices,
UBSGroupAGanditssubsidiariesmayprocessyourbasicpersonaldata(i.e.contactdetailssuchasname,e-mailaddress)until
younotifyusthatyounolongerwishtoreceivethem.Youcanoptoutfromreceivingthesematerialsatanytimebyinforming
yourRelationshipManager.
Exceptasotherwisespecifiedhereinand/ordependingonthelocalCreditSuisseentityfromwhichyouarereceivingthisreport,
thisreportisdistributedbyCreditSuisseAG,authorisedandregulatedbytheSwissFinancialMarketSupervisoryAuthority
(FINMA).CreditSuisseAGisaUBSGroupcompany.
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