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Thatbutterflyeffect
Likeallimperialcapitalsthroughouthistory,WashingtonDChasacynicalstreak.
Lastweek,thebuzzattheInternationalMonetaryFund/WorldBankgatheringsI
attended noted (with irony) that Iran’s strike on Israeli soil was clearly audible even 
10,000kmaway,intheUSCongress.Aftermonthsoflegislativestalemate,arare
bipartisan coalition enabled Congress to enact a sweeping set of measures that 
includeaidtoIsrael,Ukraine,Taiwan,andIndo-Pacificallies,aswellasadditional
sanctionsonChina,Russia,andIran.

It’stoosoontosayifrecenteventsmarkaturningpointinworldhistory,or
indeedwhethertheupwardsurpriseinUSinflationmarksaturninthemacroeco-
nomictrend.Butasinvestors,wehavenochoicebuttonavigateportfolios
through a volatile and complex geopolitical and macroeconomic environment full 
of“butterflyeffects”thatdon’tcareaboutearningsforecastsorvalua-
tion metrics.

Still,wefindthatagroundinginscenarioanalysis,builtonunderstandingthe
mostprobabledriversoffuturemarketoutcomes,isthebesttooltohelpsetour
assetallocations.Intherestofthisletter,Ipresentourlatestscenarioanalysisand
what we think it means for investors.

Inourbasecase,weexpectUSinflationtograduallyresumeitsdownwardtrend,
fallingto3%bytheendofthethirdquarter.AlthoughFederalReserveofficials
haveindicatedthereisnourgencytocutinterestrates,wethinktheywillbeable
tomakeafirstreductioninSeptember.Meanwhile,wethinktheconflictinthe
MiddleEastwillstaygeographicallycontained.Wethinkthisscenarioisconsistent
withtheS&P500risingto5,200byyear-end,andthe10-yearTreasuryyieldfall-
ing to 3.85%.

Mark Haefele
ChiefInvestmentOfficer
GlobalWealthManagement

 Follow me on LinkedIn
linkedin.com/in/markhaefele

Our views, live with Q&A
The next CIO global monthly 
livestream will take place on 30 April. 
Join here or watch the replay.

Softlanding 

Inourbasecase,USinfla-
tionandgrowthmoderate,
andtheFedstartscutting
rates in September. This cre-
ates a supportive backdrop 
for both bonds and equities.

Overheating?

Inabearcase,concerns
about an overheating US 
economy send Treasury 
yields higher. An allocation 
to alternatives is important 
tohelpstabilizeportfolios.

Roaring20s?

Inabullcase,adisinflation-
ary boom in the US and 
increasing optimism about 
the AI growth outlook drive 
equity markets higher.

Asset allocation

Withinequities,wefavor
quality stocks and hold a 
constructive view on the US 
technologysector.Infixed
income,wealsopre-
fer quality.
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Ourbearcasescenariowouldseeacombinationof“toogood”USgrowth,wor-
riesaboutUSfiscalpolicy,and/orasustainedcommoditypriceshockdrivingthe
10-yearTreasuryyieldto6%.WewouldexpecttheS&P500tofalltoaround
4,400insuchascenario.

Abullcasescenariowoulddependonoptimismaboutartificialintelligencebuild-
ingfurther,atthesametimeasUSgrowthstaysrobustandinflationresumesa
downwardtrajectory.ThiscouldsupportariseintheS&P500toward5,500,in
ourview,despitethe10-yearTreasuryyieldclimbingto5%.

Whatdothesescenariosmeanforinvestors?Weseetheoverallrisk-returnout-
lookforequitiesasbalanced,andthereforethinkinvestorsshouldholdequity
allocationsclosetostrategicbenchmarks.Withinequities,weseebetteropportu-
nitiesbelowtheindexlevelinqualitystocks,includingtechnology.Wealsoexpect
small-capstooutperform.

High-qualitybondsareourpreferredassetclass.Qualitybondshavevalueina
portfolio context given the likelihood that they would rally sharply in case of a 
recession,evenifweseethisoutcomeasunlikelyoverourtacticalinvestment
horizon.Interestrateexpectationswouldhavetorisesignificantlyfromherefor
investorstoearnanegativereturn,andinourbasecaseweexpecttotalreturns
ofaround10%forqualitybondsbyyear-end(10-yearTreasuries,basedonyields
as of the 24 April close). 

Meanwhile,anallocationtoalternativescanhelpinvestorsdiversifyandmanage
risks across scenarios. Our bear case would likely be negative for both bonds and 
equities,andhedgefundstrategieslikemacroandequity-marketneutralcould
helpstabilizeportfoliosinsuchascenario.

Alikelyundersuppliedmarketunderpinsourpositiveviewonoil,andwealsosee
scope for gold prices to rise further by the end of the year. Both also have value in 
aportfoliocontext,particularlytohelphedgegeopoliticalrisks.

Scenarios

Base case
Soft landing

Bear case
Overheating

Bull case
Roaring 20s

Probability 60% 20% 20%

S&P 500 5,200 4,400 5,500

10-yearTreasuryyield 3.85% 6% 5%

Source:UBSestimates,asofApril2024

Base case: Soft landing
MarchinflationdataofferedlittlereassurancethattheUSisoncourseforasus-
tainablereturnto2%annualizedinflation.Theheadlineandcoreconsumerprice
indexes(CPI)bothroseby0.4%fromthepreviousmonth.Andworse,“super
core”inflation—whichexcludesfood,energy,andshelterprices,andfocuseson
labor-intensivecoreservices—increasedto0.65%,drivenbyrisingcostsinmedical
care,motorvehiclerepair,andmotorvehicleinsurance.

However,inourbasecasescenario,weexpectdisinflationtoresumeinthe
months ahead. 

Increasing optimism about AI 
could support a bull case for 
equities.

US CPI data have been higher 
than expected in recent months.
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Disinflation to return
First,weareconfidentthatshelterinflation—byfarthebiggestpartoftheCPI
basket—willfallbasedonreal-worlddataonnewleases,whichleadCPIshelter
pricesbyaround12months.TheApartmentListNationalRentReport,forexam-
ple,showedrentsfell0.8%y/yinMarch.Second,theUSsavingsrateisjust
3.6%,ahistoricallylowlevel,meaningstrongconsumptioncannotcontinue
indefinitely.Third,wagegrowthhasslowedtothelowestratesinceJune2021—
Marchsawaveragehourlyearningsincreaseby4.1%year-over-year.Andfourth,
we note greater consumer resistance to price hikes: The latest Beige Book sug-
gestssome“weaknessindiscretionaryspending,asconsumers’pricesensitivity
remainedelevated.”

WealsonotethatoutsidetheUS,thedisinflationtrendremainsintactinmost
otheradvancedeconomies.RecentinflationprintsintheEurozoneand
Switzerlandcameinlowerthanexpected.Inflationhasalsocontinuedtotrend
lower in the UK. 

Rate cuts delayed, not canceled
WhileelevatedinflationmeansthatUSratecutsarelikelytobepushedback,we
donotthinktheywillbecanceled.WeexpecttheFederalReservetocutrates
twicethisyear,by25basispointseachtime,inSeptemberandDecember.Onbal-
ance,wealsothinktheFed’sfocusonsatisfyingitsdualmandateofpricestability
andfullemploymentwouldoverrideanypotentialconcernsaroundshiftingmon-
etary policy settings so close to the US presidential election.

OutsideoftheUS,weareseeing—andwillmostlikelycontinuetosee—ratecuts,
giveneasinginflationpressures.Monetaryeasingisalreadyunderwayin
Switzerland.WethinktheEuropeanCentralBankislikelytofollowinJune,and
the Bank of England at the start of August.

USshelterinflationislikelyto
trend lower.

WestillexpecttheFedtocut
interestratesthisyear,startingin
September.

The US savings rate is at a low level

Figure 1

Source: Bloomberg, UBS, as of April 2024
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Middle East conflict remains contained
The confrontation between Iran and Israel raises the risk of a dangerous cycle of 
retaliation and escalation. Iran showed that it can attack Israel with hundreds of 
missilesanddronesfrommultiplelaunchpoints.The72-hourwarningandUS
coordinationofamultilateraldefensedidpreventsignificantdamage,butraised
thequestionofwhatwouldhappeninastrikewithoutwarning.Meanwhile,
Israel’s retaliation sent a message about its ability to respond to Iranian provoca-
tion with assets operating within Iran itself. 

OurbasecaseisfortheIsrael-Hamaswartocontinuealongsidesporadicattacksin
thebroaderregion,butwedonotexpectawarbetweenIsraelandIran.BothIran
andIsraelintendedtosendamessagewiththeiractionsinrecentweeksand,for-
tunately,bothsidesthinktheirmessagewasheard.Fromthisperspective,Israelas
wellasIranwereabletoclaimavictorywithoutneedingtotakefurtheraction,and
theUSreaffirmeditscommitmenttoIsrael’sdefensewhileadvocatingrestraint.

Overall,wethinkthisscenarioisconsistentwiththe10-yearTreasuryyieldfalling
to3.85%bytheendoftheyear,aslowerinflationleadsmarketstopriceamore
meaningfulFedrate-cuttingcyclein2025and2026.Ourbasecasetargetforthe
S&P500is5,200byyear-end.

Bear case: Overheating
Inourbearcasescenario,amixofUSgrowthbeing“toogood,”fiscalpolicycon-
cerns,andacommoditypricespikedrivestheUS10-yearTreasuryyieldtoriseto
6%(reflectingarealyieldof3%,a10-yearbreakeveninflationrateof2.5%,and
a term premium of 0.5%). This scenario would imply around a negative 8% 
returnforholdersofUS10-yearbonds.

RecenteventsintheMiddleEast
have raised the risk of a cycle of 
retaliation and escalation.

Inabearcase,the10-year
Treasuryyieldcouldriseto6%.
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Historically, the impact of geopolitical risk on markets has been short-lived
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average, in %
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Whilehigherbondyieldsaren’tnecessarilynegativeforequities,sharprisesin
ratescandestabilizemarkets,andwebelieveincreasesinthe10-yearTreasury
yieldsignificantlybeyond5%wouldfuelconcernsaboutfinancialsystemstability,
increasingtheriskofweakergrowthinthefuture.WewouldexpecttheS&P500
tofalltoaround4,400inthisscenario.

Whatcouldbesomeofthecatalysts?

US growth stays “too good,” shifting rate expectations
TheFedhasincreasedinterestratesby525basispointsoverthepasttwoyearsto
tryandcoolinflation.Yet,whileinflationhasfallen,thecorepersonalconsump-
tionexpenditurepriceindexstillrosebyanannualized3.7%inthefirstquarterof
2024,drivenbyservices.First-quarterGDPgrowthwasweakerthanexpected,at
1.6%annualized,butthiswaslargelydrivenbyhigherimportsandlowerinvento-
ries,ratherthanweakfinaldomesticsales.IfUSeconomicgrowthstaysstrong
andinflationabovetarget,theFedmayneedtoraiseinterestratesfurtherand
investors may need to reassess their estimates of US trend rates of growth. This 
couldcontributetohigherrealyieldsonlonger-termbonds.

Commodity price shock leads to fears of inflation destabilization
Webelievetheglobaloilmarketislikelytoremainundersuppliedinthesecond
quarter of 2024 and would expect Brent crude oil prices to rise beyond 
USD100/bblifoilflowsthroughtheStraitofHormuzaredisruptedorifmajoroil
production facilities are attacked.

TheFedandbondmarketinvestorswouldtypically“lookthrough”short-term
changesincommodityprices.Butarenewedspikeinoilprices,sosoonafterthe
recentinflationshock,couldleadtofearsthatconsumerandbusinessinflation
expectationscouldgetdestabilizedandrequirehigherinterestratesinresponse.

US fiscal policy concerns drive a higher term premium
TheUSrunsagovernmentdeficitof5.9%(asofMarch2024),andneitherpresi-
dentialcandidatehasarecordofslashingdeficits.Arecentprojectionbythe
CongressionalBudgetOfficeshowedthatinterestcostsonUSdebtaresetto
exceeddefensespendingthisyear.Andtrillionsofdollarsneedtoberefinanced
eachyear,makingtheTreasurymarketvulnerabletoabuyers’strike.

ConcernsabouttheUSdebtburdenandloosefiscalpolicycouldleadinvestorsto
demandahighertermpremium,orcompensationforlockinguptheirmoneywith
the US government for the long term (a dynamic that was evident for a short time 
inSeptember/October2023aftertheUSTreasuryannouncedalargerthan
expectedfundingrequirement).Priortotheglobalfinancialcrisis,investorstypi-
callydemandeda“termpremium”ofbetween0.5%and1.5%.Wethinka
returntothisrange(fromaroundzerotoday)isplausibleifconcernsabouttheUS
fiscaltrajectorymount,thoughFedintervention(akintotheBankofEngland’s
actionsin2022),shouldlimitthesizeofthetermpremium.

Bull case: Roaring 20s
Atthetimeofwriting,optionsmarketsarepricingarounda20%probabilitythat
theS&P500couldrisebyroughlyanother10%intheremainderof2024.What
could such a bull case look like? 

USinflationremainsabovetarget
despite aggressive rate hikes by 
theFed.
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US inflation resumes a clear downward trend
Wealreadyseeavarietyofevidencetosuggestthatinflationwillturndownagain
inthecomingmonths,includinglowerrentalinflation,slowingwagegrowth,and
consumerresistancetopriceincreases.Inourbullcase,thesetrendsplayoutmore
quickly,leadingtoasustainablefalltowardcentralbanks’targets.

Growth stays strong in the US, and improves in Europe and China 
Inourbasecase,weexpectUSeconomicgrowthtomoderatetoaroundtrend
thisyear,froma4%annualizedrateinthelatterhalfof2023.Inourbullcase,US
growthstaysabovetrendin2024,supportedbystrongjobcreation,resilientcon-
sumerspending,andincreasedcapitalexpenditure.Thepictureofrobustgrowth
could be further supported if the European economy expands faster than 
expectedorifChinaenactslarge-scalefiscalstimulustobolstergrowth.

Investors front-load AI growth
GiventhesignificantweightoftechnologystocksintheUSindex,abullcasesce-
nario would likely require investor optimism about the potential for AI to boost 
corporate earnings and for investors to price that growth into stocks. 

IncreasingoptimismaboutAIcouldbedrivenbyfaster-than-expectedadoptionof
copilots,especiallyinofficeproductivitysoftware.TheUSCensusBureau’srecent
BusinessTrendsandOutlookSurvey—whichtracksAIuseacross1.2millionfirmsin
theUS—foundthatadoptionisrising.Inthefirstquarterof2024,5.4%(firm-
weighted)to9%(employment-weighted)ofcompaniessaidtheywerenowusing
AI,upfrom3.7–4.5%inthethirdquarterof2023.Participants’responsessuggest
thissharecouldriseto6.6–12%overthenextsixmonths—anencouraging
increase,andonethatstillleavesplentyofscopeforpenetrationtorisefurther.We
believeincreasingAIadoption—andfurtherevidenceofitsmonetization—should
strengtheninvestorconfidenceinthesustainabilityoftheAIgrowthoutlook.

Overall,inthisbullcasescenario—adisinflationaryboom—wewouldseetheS&P
500risingtoaround5,500bytheendoftheyear,despitea10-yearTreasuryyield
of5%,supportedbybetter-than-expectedeconomicandearningsgrowth.

Inourbullcase,theUSeconomy
continuestogrowatanabove-
trend rate.

AI adoption is increasing rapidly.

Next 6 monthsSept. 2023 Feb. 2024

Source: Business Trends and Outlook Survey (BTOS), US Census Bureau, UBS, as of April 2024

By firm By employment
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Rising AI adoption could increase optimism about the outlook

Figure 3

Percentage of firms using/planning to use AI in the US



That butterfly effect

7April 2024 – UBS House View Monthly Letter

Investment ideas

Asthemarketoscillatesbetweenpricingdifferentscenarios,assetclassvolatility
could remain elevated. By diversifying and balancing across global equity markets 
andassetclasses,investorscanmitigatethatvolatilityandkeeptheirportfolioon
track. Including alternative assets in portfolios may also help manage the risk of our 
bearcasescenario,inwhichbothbondsandequitiesfall.

Bonds.Wekeepapreferenceforqualitybonds,includinginvestmentgrade.
Investors should use currently attractive yields to gain exposure if they are underal-
located strategically.

Inourbasecase,weexpectreturnsofaround10%for10-yearTreasuriesbyyear-
endasarenewedfallininflationandslowereconomicgrowthleadinvestorsto
priceamoremeaningfulrate-cuttingcyclein2025and2026.Unlikecash,high-
qualitybondsoffersignificantvalueinaportfoliocontext,giventheirpotentialfor
outsizedreturnsifthereisagrowthmisstep,orheightenedfearsaboutgeopolitical
uncertainty. 

Wenotethatdiverginggovernmentpolicies,aswellasdifferentinflationand
growthtrendsacrossregions,increasethecomplexityofglobalfixedincomeinvest-
ing.However,thatdivergencepotentiallybooststhevalueofamoreactiveand
diversifiedapproachtoinvesting.Thiscanincludejudiciousexposuretoriskiercred-
itsalongsidequalitybonds,aspartofawell-diversifiedbondallocation.

Equities.Weseetheequityoutlookasbroadlybalanced.Atanindexlevel,USequity
valuationsareelevated,butweexpectAI-relatedcompaniestodrivestrongearnings
growthintheyearsahead.IndexesoutsideoftheUSarecheaper,thoughhave
more limited exposure to companies with the most appealing structural growth 
prospects.Wethereforeadvocatediversifiedstrategicexposureacrosskeyregions.

By diversifying and balancing 
acrossregionsandassetclasses,
investors can manage volatility 
and keep their portfolio on track.

High-qualitybondsoffersignifi-
cant value in a portfolio context.

30yr3yr 10yr 20yr5yr

Source: Ibbotson, UBS, as of April 2024

73%

100%

82%
89%

78%

Bonds tend to outperform cash—increasingly so with longer holding periods

Figure 4

Probability of bonds outperforming cash, by holding period, in %. Monthly data since 1960.
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Withinequities,theleveloftechnologyexposureinvestorsholdinportfoliosislikely
to be a key driver of outcomes in the remainder of 2024 and in the years ahead. In 
thislight,wethinkitiskeyforinvestorstoholdahealthystrategicallocationto
technologystocks,whilealsobeingmindfulofconcentrationrisks.Forinvestors
whoareunderinvestedinthetechsectorandtheAIrevolution,wethinktherecent
marketvolatilitymayofferanopportunitytogainexposure.

Investors looking to build technology exposure can also consider strategies that 
combineabondwiththesaleofaputoption—therightbutnottheobligationto
sellanassetatapredefinedprice—asawayofgetting“paidtowait”topotentially
buy at lower prices. Capital preservation strategies may also help manage investors’ 
“fearofregret.”Meanwhile,investorslookingtodiversifyexistingtechnologyexpo-
surecanconsideralternativegrowththemeslikethelow-carbontransition,health-
tech,andoceaneconomy;aswellassmall-andmid-capstocks,whererelative
valuationsareclosetomulti-decadelows.

Atacountrylevel,wemovetheUKequitymarketfromleastpreferredtomostpre-
ferredthismonth.Withtheimprovingglobalmanufacturingoutlook,wehaveposi-
tiveviewsonoilandindustrialmetals.Weexpectearningsgrowthtoaccelerate
from4%thisyearto7%in2025,drivenbyimprovingprofitsforcommodity-linked
companiesandbanks,alongsideastrengtheningUKeconomy.Theoutlookfor
domestic consumption is likely to improve amid a resilient labor market and normal-
izinginflation.LikelyBankofEnglandratecutsshouldhelpequityvaluations
reboundfromcurrentlylowlevels(theFTSE100tradeson11xforwardprice-to-
earnings,versusalong-runaverageof12.8x).

Currencies.WiththeFedlikelytodelaythestartofitsrate-cuttingcycleuntil
September,weexpecttheUSdollartoremainwell-supportedinthemonthsahead.
ButwestillexpecttheFedtofollowtheEuropeanCentralBankandtheBankof
England—whicharelikelytostartloweringratesinJuneandAugust,respectively—
ineasingpolicy.Inthenearterm,wecouldseeEURUSDdippingtemporarilybelow
1.05,thoughoverthemediumtermweexpectmodestUSDdepreciationasgrowth
improvesoutsidetheUS.Weseethecurrencypairingat1.09bytheendoftheyear.

WekeepamostpreferredviewontheAustraliandollar,astheReserveBankof
Australia is likely to be among the last developed market central banks to start 
reducingrates.WeexpecttheAUDUSDpairingtoreachthehigh0.60sbyyear-end.

The Swiss franc has weakened since the Swiss National Bank’s March interest rate 
cut.Whilewethinkthefrancisreachingtheendofitsdepreciationtrend,itsnega-
tivecarryandstabilizingrisksentimentinmarketsmeanwekeepourleastpre-
ferred view.

Commodities.Weexpecttotalreturnsofaround10%forbroadcommodity
indexesoverthenextsixto12months,withallsubsectorscontributingtoperfor-
mance.Foroil,alikelyundersuppliedmarket—givensoliddemandandOPEC+

Wethinktherecentvolatilityin
techstocksoffersanopportunity
for investors to build exposure.

WeexpecttheUSdollartoremain
well-supportedintheneartermas
theFeddelaysratecuts.
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supplydiscipline—underpinsourpositiveview,andweseeBrentcrudeprices
tradinginarangeofUSD85–95/bbloverourforecasthorizon.Wealsoseescope
forgoldpricestorisefurtherbytheendoftheyear,withaDecemberpricetarget
ofUSD2,500/oz.Webelievebothoilandgoldhavevalueinaportfoliocontext,
particularlytohelphedgegeopoliticalrisks.Elsewhere,arecoveryinglobalindus-
trialactivity,theprospectoflowerinterestrates,andvariouscommodity-specific
supply-sideconstraintsshouldcombinetopushpriceshigher.

Alternatives. Hedge fund strategies like macro funds can navigate and diversify in an 
environmentwhereUSstock-bondcorrelationsareelevated(a1-yearrollingmea-
surehasonlybeenhigheron5%ofoccasionssince2000).Equity-marketneutral
andspecialistcreditstrategieslookfordifferentiatedreturnsbyexploitingthewide
current dispersion between the strongest and weakest companies.

Meanwhile,thelong-termcaseforprivateequityinawell-diversifiedportfolio
remainsstrong,asweexpectacontinuationofitsoutperformancesince1993
(based on vintage year internal rates of return comparison for global private equity 
and global public equity equivalent using Cambridge Associates and MSCI AC 
Worlddata,respectively).Today’suncertaintyfavorsbuildingandmaintainingposi-
tionsacrossgeographies,strategies,andvintages(startingyearofthefund).

Wealsothinkinflation-linkedcashflowsprovidedbyprivateinfrastructureassets—
includingsustainableandimpactassetstiedtorenewables—mayappealinstronger
growthandinflationscenarios.Infrastructureassetscanalsohelpdiversify,withcor-
relationsofbetween–0.2and0.6tootherassetclassesbetween2005and2022,
according to Cambridge Infrastructure Index data.

Mark Haefele
ChiefInvestmentOfficer
GlobalWealthManagement

Alternative investments have a key 
role to play in portfolios.
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MessagesinFocus

Take advantage of 
tech volatility

Therecentsell-offintechnologystocksprovidesapotentialopportunityforinvestorswhoareunderinvestedinthe
technologysectorandtheAIrevolution.Weadvocatediversestrategicexposuretothesector,balancingthebene-
ficiariesoftechdisruption(incl.AI)withsectorleadersincluding“Asia’sSuper8.”Structuredstrategiescanhelp
investorspositionforfurtherupsidewhileprotectingagainstdownside,orearnincomewhileawaitingapotentially
better entry point.

Opportunities 
beyond technology

Beyondthetechnologysector,weadvocateafocusonqualitystocks,includingEurope’sMagnificent7,alternative
growththemes(includingthelowcarbontransition,healthtech,andoceaneconomy),andsmallandmidcaps.We
expectthequalitystyleandselectgrowththemestodeliverresilientearningsgrowth.Meanwhile,better-than-
expectedeconomicperformanceshouldsupportsmallandmidcapearnings,whererelativevaluationsarecloseto
multi-decadelows.

Manage liquidity Interestrateslooklikelytostayhigher-for-longerintheUS,butnotforever.Weexpectcashtodeliverprogressively
lowerreturnsoverthecomingtwoyears,creatingareinvestmentriskforinvestorswhodonotproactivelymanage
cashholdings.Webelieveinvestorsshouldbuildaliquiditystrategybeyondcashandmoneymarketfunds,includ-
ingfixed-termdeposits,bondladders,andstructuredinvestmentstrategiestocoverexpectedportfoliowithdraw-
alsoverthenextfiveyears.

Buy quality bonds Wekeepapreferenceforqualitybonds.Robusteconomicgrowthandelevatedinflationhavedrivenbondyields
higherinrecentmonths,improvingpotentialreturnsforinvestorsinqualityfixedincome.Investorscanbenefitfrom
attractiveyieldsandpotentialcapitalgainsifyieldsfall(asweexpect),anddiversifyportfoliosagainstequitymarket
risks.Beyondindividualbonds,activeanddiversifiedfixedincomeexposurecanprovideinvestorswithaconvenient
waytorealizethefullreturnpotentialoftheassetclasswhilemanagingglobalinterestrate,credit,andconcentra-
tion risks.

Generate income 
from currencies  
and commodities

Cross-assetvolatilityhasincreasedinrecentweeks.Thatprovidesinvestorsanopportunitytoboostportfolioincome
viavolatilitysellingstrategies.Incurrencies,withuncertaintyaroundratecuttimings,weseevalueinincome-gener-
atingstrategiesintheUSD,Britishpound,andtheeuro.TheAustraliandollaralsolookspoisedtomakegainsvs.
theUSD.Wealsolikestrategiesthattakeadvantageofthetradingrangeswithincommodities,withgoldandcrude
oil particularly interesting.

Get in balance Investorsaregrapplingwithacomplexfinancialenvironment.Someworrythatthestockmarkethasreacheditspeak,
leadingthemtoholdtoomuchcash.Othersmaybeoverlyfocusedonspecificsectors,riskingtoomuchconcentra-
tionintheirportfolios.Againstthisbackdrop,gettinginbalanceisakeyprinciple.Webelievethatonlybydiversifying
acrossassetclasses,regions,andsectorscaninvestorseffectivelymanagethetensionbetweennavigatingshort-term
marketdynamicsandgrowinglong-termwealth.

Diversify with 
alternatives

Alternativeassetsshouldbeakeycomponentoflong-termportfolios,inourview.Theycanhelpdiversifyreturn
sourcesandsmoothportfolioreturns,particularlywhenequity-bondcorrelationsarepositiveastheyaretoday.We
currentlyseeopportunitiesinstrategiesthatofferuniquereturnsources(credithedgefunds),provideaccesstofast-
growingcompanies(privateequity),andalignwithpowerfullong-termtrendslikedigitalizationanddecarbonization
(private infrastructure and thematic private equity funds).
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Global forecasts

Economy

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

2023 2024E 2025E 2023 2024E 2025E
US 2.5 2.4 1.4 US 4.1 3.3 2.3

Canada 1.1 0.9 1.4 Canada 3.9 2.5 2.1

Japan 1.9 0.8 1.2 Japan 3.3 2.3 2.0

Eurozone 0.5 0.6 1.2 Eurozone 5.4 2.4 2.1

UK 0.1 0.2 1.5 UK 7.3 2.4 2.0

Switzerland 0.8 1.3 1.5 Switzerland 2.1 1.4 1.2

Australia 2.1 1.6 2.2 Australia 5.6 3.5 3.1

China 5.2 4.9 4.6 China 0.2 0.4 1.4

India 7.6 7.0 6.8 India 5.4 4.5 4.5

EM 4.5 4.3 4.4 EM 7.5 8.1 5.0

World 3.3 3.1 3.1 World 6.2 5.8 3.8

Source:Bloomberg,UBS,asof25April2024.LatestforecastsavailableintheGlobal forecastspublication,publishedweekly.

Asset classes

Spot Dec-24

Equities

S&P 500 5,072 5,200

Eurostoxx 50 4,990 4,900

FTSE100 8,040 8,500

SMI 11,371 11,640

MSCIAsiaex-Japan 654 667

MSCI China 57 58

Topix 2,711 2,800

MSCI EM 1,035 1,060

MSCIACWorld 923 940

Currencies

EURUSD 1.07 1.09

GBPUSD 1.25 1.30

USDCHF 0.92 0.89

USDCAD 1.37 1.36

AUDUSD 0.65 0.68

EURCHF 0.98 0.97

NZDUSD 0.59 0.60

USDJPY 155 148

USDCNY 7.25 7.25

 

Spot Dec-24

2-year yields, in %

USD2yTreas. 4.9 3.75

EUR2yBund 3.0 2.00

GBP 2y Gilts 4.4 3.50

CHF2yEidg. 0.9 0.70

JPY2yJGB 0.3 0.25

10-year yields, in %

USD10yTreas. 4.6 3.85

EUR10yBund. 2.6 2.25

GBP 10y Gilts 4.3 3.50

CHF10yEidg. 0.7 0.70

JPY10yJGB 0.9 1.00

Commodities

Brentcrude,USD/bbl 88 87

Gold,USD/oz 2,325 2,500

Source:Bloomberg,UBS,asof25April2024.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
willingness to accept them for an extended period of time before making an investment in an alternative investment fund and 
should consider an alternative investment fund as a supplement to an overall investment program.

Inadditiontotherisksthatapplytoalternativeinvestmentsgenerally,thefollowingareadditionalrisksrelatedtoaninvestment
in these strategies:

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

• 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.
The investment views have been prepared in accordance with legal requirements designed to promote the independence 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
market in the securities is illiquid and therefore valuing the investment and identifying the risk to which you are exposed may 
bedifficulttoquantify.UBSreliesoninformationbarrierstocontroltheflowofinformationcontainedinoneormoreareas
withinUBS,intootherareas,units,divisionsoraffiliatesofUBS.Futuresandoptionstradingisnotsuitableforeveryinvestor
asthereisasubstantialriskofloss,andlossesinexcessofaninitialinvestmentmayoccur.Pastperformanceofaninvestment
is no guarantee for its future performance. Additional information will be made available upon request. Some investments may 
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.
The compensation of the analyst(s) who prepared this report is determined exclusively by research management and senior 
management(notincludinginvestmentbanking).Analystcompensationisnotbasedoninvestmentbanking,salesandtrading
orprincipaltradingrevenues,however,compensationmayrelatetotherevenuesofUBSGroupasawhole,ofwhichinvest-
mentbanking,salesandtradingandprincipaltradingareapart.

Tax treatment depends on the individual circumstances and may be subject to change in the future. UBS does not provide legal 
or tax advice and makes no representations as to the tax treatment of assets or the investment returns thereon both in general 
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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 
fordistributiononlyundersuchcircumstancesasmaybepermittedbyapplicablelaw.Forinformationonthewaysinwhich
CIOmanagesconflictsandmaintainsindependenceofitsinvestmentviewsandpublicationoffering,andresearchandrating
methodologies,pleasevisitwww.ubs.com/research-methodology. Additional information on the relevant authors of this pub-
licationandotherCIOpublication(s)referencedinthisreport;andcopiesofanypastreportsonthistopic;areavailableupon
request from your client advisor.

Important Information About Sustainable Investing Strategies: Sustainable investing strategies aim to consider and 
incorporateenvironmental,socialandgovernance(ESG)factorsintoinvestmentprocessandportfolioconstruction.Strategies
acrossgeographiesapproachESGanalysisandincorporatethefindingsinavarietyofways.IncorporatingESGfactorsorSus-
tainable Investing considerations may inhibit UBS’s ability to participate in or to advise on certain investment opportunities that 
otherwise would be consistent with the Client’s investment objectives. The returns on a portfolio incorporating ESG factors or 
SustainableInvestingconsiderationsmaybelowerorhigherthanportfolioswhereESGfactors,exclusions,orothersustaina-
bilityissuesarenotconsideredbyUBS,andtheinvestmentopportunitiesavailabletosuchportfoliosmaydiffer.

External Asset Managers / External Financial Consultants: In case this research or publication is provided to an External 
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-gr or ask your client advisor for the full disclaimer.

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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