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Timeframes may vary. Strategies are subject to individual client goals, objectives, and suitability. This approach is not a promise or guarantee that wealth, 
or any financial results, can or will be achieved.

 Foreword

Dear reader,

Investing is a deeply personal undertaking, which is why we always start with a discussion 
about what’s most important to you. With a deep understanding of your values and your 
goals, we can help you shape your wealth strategy and organize your investments to align to 
your definition of financial and personal success. 

The goal of the UBS Wealth Way framework is to help families understand how their assets 
can best be used to meet their objectives. This purpose-based approach uses three strate-
gies to organize your investments so that you always know where your money is—and why:

1.  A Liquidity strategy to help maintain your lifestyle.

2.  A Longevity strategy to help improve your lifestyle.

3.  A Legacy strategy to help improve the lives of others.

In this report, we will explore this framework, explaining why it works, how it works, and 
how to implement it in practice.

Since first introducing this framework a decade ago, we have used it to help hundreds of 
families. Both in theory and in practice, this approach helps families to better understand 
their personal situation, uncover new goals and opportunities, and make better decisions 
over their lifetimes. 

Through this process—and the plan we create together—our unique wealth management 
approach will help give you the confidence that you have all you need—for today, for 
tomorrow, and for generations to come.

Solita Marcelli

Daniel J. Scansaroli, Ph.D.
Head of Portfolio Strategy & UBS Wealth Way Solutions
Chief Investment Office

 Follow me on LinkedIn
linkedin.com/in/danielscansaroli/

Solita Marcelli
Chief Investment Officer Americas
Global Wealth Management

 Follow me on LinkedIn
linkedin.com/Solita-marcelli-ubs

Daniel J. Scansaroli, Ph.D.

https://www.linkedin.com/in/danielscansaroli/
https://www.linkedin.com/in/solita-marcelli-ubs/
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Every family has unique financial goals and needs. Our 
approach is designed to reflect your priorities by creating a 
customized investment strategy that reflects and adapts to 
your priorities. We achieve this by organizing your family’s 
wealth into three purpose-based strategies—the Liquidity. 
Longevity. Legacy. strategies—to align with the size, impor-
tance, and time frame of each of your goals (Figure 1).

Liquidity strategy
Our Liquidity strategy is designed to help your family meet its 
cash flow needs regardless of market conditions. 

To fund the Liquidity strategy, we recommend setting aside 
enough resources to cover 3–5 years of cash flow needs from 
the portfolio—any planned spending that will exceed income 
from reliable sources such as your salary, Social Security, 
annuity, and pension income. 

The Liquidity strategy can be funded with both assets and 
borrowing capacity. Your Liquidity strategy portfolio can 
incorporate cash, savings accounts, high-quality fixed income, 
and a CD/bond ladder that is aligned with your planned port-
folio withdrawals.

Longevity strategy
Our Longevity strategy is designed to include all the assets 
and resources that you will need to fund your spending for 
the rest of your lifetime. 

To fund the Longevity strategy, we recommend using a finan-
cial plan to assess how much wealth you need to meet your 
lifetime goals with a high probability of success, even if you 
experience a series of poor market returns. 

Your Longevity strategy can be funded with any resources 
that you plan to tap during your lifetime, such as retirement 
accounts, real estate investments, annuity income, and long-
term care insurance policies. When building a Longevity strat-
egy portfolio, we recommend a well-diversified, balanced 
portfolio approach designed to generate consistent growth 
and income, helping  your assets grow faster than inflation. 
Over time—for example, annually when markets are 
healthy—these assets will be used to periodically replenish 
the Liquidity strategy to support spending needs.

Chapter 1

 Our approach

Figure 1

Segmenting your wealth by purpose helps to align your portfolio with the size and timing of your goals
The Liquidity. Longevity. Legacy. framework

Source: UBS. For illustration purposes.
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Why segment your wealth?

There is no “one-size-fits-all” solution to achieve every 
goal and manage every risk. The Liquidity. Longevity. 
Legacy. framework helps us to tackle each risk with a 
dedicated strategy, and to reflect the size and importance 
of each risk in the context of your family’s financial plan. 
In short, these strategies help align assets with purpose 
and timing.

Segmenting your wealth into the Liquidity. Longevity. 
Legacy. framework can help give you:

• Clarity about how much you need to achieve your 
goals, 

• Confidence that you can maintain your lifestyle even 
during a bear market, and

• Context that can empower you to harness opportuni-
ties to enhance your after-tax growth potential.

Legacy strategy
Our Legacy strategy clarifies how much your family can afford 
to give to improve the lives of others—either now or in the 
future.

It includes assets that exceed what you need to meet your  
lifetime objectives, and is generally the focus of multi-genera-
tional estate and/or philanthropy planning. With lifetime 
spending covered with other resources, the Legacy strategy 
can often be invested aggressively to maximize after-tax 
growth potential—whether that is for the next generation of 
your family, or to give to the causes that are most important 
to you. In addition to investment assets, the Legacy strategy 
can also be funded with other assets that are not earmarked 
for lifetime spending, such as collectibles, charitable funds, or 
other homes and real estate.

At its core, the UBS Wealth Way approach is a blueprint to 
help families allocate their assets and manage their liabilities 
to meet their objectives. It is designed to provide clarity for all 
financial decisions embedded in your family’s specific goals.

Over your lifetime, the relative sizing of the Liquidity. 
Longevity. Legacy. strategies will evolve, as illustrated in 
Figure 2.

Defining your “Why”

When building a portfolio, it's crucial to start with why 
you are investing. Investment strategies should be guided 
by your family's unique goals and values, rather than mar-
ket trends. The UBS Wealth Way approach empowers you 
to tailor every aspect of your financial plan to your specific 
priorities. To ensure that your plan is aligned with your 
priorities, we begin by understanding what matters most 
to you. While defining goals is easy for some, it can be 
overwhelming for others. To get started, consider these 
questions with your family and advisor: 

• What do you want to accomplish in life? 
• Who are the people that matter most? 
• What legacy do you wish to leave? 
• What are your main concerns? 
• How do you plan to achieve your life's vision?

By deeply understanding your goals, values, and priorities, 
you and your financial advisor can collaboratively design a 
strategy that truly reflects your family's aspirations and 
ensures your financial plan is optimized for your unique 
needs.
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Figure 2

The relative size of each strategy will change throughout your lifetime, mirroring your changing priorities
Example Liquidity. Longevity. Legacy. framework for a hypothetical family, $ millions

Note: Assumes that the Liquidity strategy is invested a 50% cash, 50% US fixed income portfolio; the Longevity strategy is invested in an Aggressive portfolio (85% global stocks, 15% US 
fixed income) during working years, and in a Moderate risk portfolio (50% global stocks, 50% US fixed income) during retirement; and the Legacy strategy is invested in an Aggressive risk 
portfolio (10% US fixed income, 60% global stocks, 5% hedge funds, and 25% private equity). 
Source: UBS. For illustration purposes.
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In your working years, an emergency fund should suffice 
for your Liquidity strategy, as your salary should pay for all 
expenses. During this phase, your Longevity strategy can 
grow through savings and investment returns. 

We recommend following the Savings Waterfall (Figure 3) to 
prioritize your savings based on each account type’s after-tax 
growth potential. When compared to other saving strategies, 
we estimate that following the spending waterfall can add 
about 20–40% to your inflation-adjusted retirement spend-
ing potential.1

When transitioning to retirement, your Longevity strategy 
should be completely funded, and  you may begin to earmark 
some assets for the Legacy strategy. As you approach retire-
ment, you will direct some of your savings to fund your 
Liquidity strategy to support any planned portfolio withdraw-
als that fall within the next 3–5 year period. Your Liquidity 
strategy will have a natural de-risking effect for your overall 
investment strategy and will help to protect you against 
sequence-of-returns risk, such as a large market decline dur-
ing your early retirement years.

During retirement, you will slowly spend down your 
Longevity assets, while your Legacy strategy assets will con-
tinue to grow. As a result, you may see a rising allocation to 
risk assets in retirement as your Legacy strategy assets will 
comprise a growing portion of your overall assets.

This decision is intuitive once assets have been segmented by 
purpose using this framework, but is quite different than the 
conventional “glide path” approach, which reduces the allo-
cation to stocks over time. For more details, see the “Benefits 
of the Liquidity. Longevity. Legacy. framework” section 
below. 

A “savings waterfall” can help you prioritize
your savings

Figure 3

Source: UBS. For illustration purposes.
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The UBS Wealth Way approach represents a significant evolu-
tion in investment strategy, building upon the foundational 
principles of modern portfolio theory, liability-driven invest-
ing, and the endowment investing approach. By integrating 
these established investment frameworks, UBS Wealth Way 
offers a comprehensive and dynamic methodology designed 
to address the diverse financial goals and challenges faced by 
investors today. 

In this section, we will explore how the UBS Wealth Way 
framework innovates on classic investment strategies to pro-
vide a holistic, intuitive, and adaptable approach to managing 
wealth.

Modern Portfolio Theory (MPT)
As investors, we have long known that we should diversify 
our investments. In the fourth century, Rabbi Isaac Bar Aha 
proposed that one should have “a third in land, a third in 
merchandise, and a third ready at hand” (Babylonian Talmud).

However, it wasn’t until 1952, when Harry Markowitz pub-
lished “Portfolio Selection” in The Journal of Finance, that 
asset allocation was given a Nobel Prize-winning quantitative 
framework. 

By introducing Modern Portfolio Theory (MPT), Markowitz 
introduced the concept that portfolio construction should be 
driven by targeting the highest expected return for a given 
level of portfolio “risk,” as measured by the variance of 
returns. 

The main innovation of MPT is that by estimating the risk and 
return characteristics of the investments in their portfolio, as 
well as the correlations between assets, investors can create 
portfolios with higher expected returns per unit of risk by 
maximizing return for a given level of risk or minimizing risk 
for a targeted level of return (i.e., mean-variance 
optimization). 

MPT introduced a couple of important insights:

1.  To earn higher returns, investors generally need to 
accept more risk. MPT formalized the tradeoff between 
risk and return, showing that higher returns are associated 
with higher risk. 

2.  Diversification can reduce risk. By combining assets 
with low or negative correlations, investors can reduce the 
overall risk of the portfolio and create a portfolio that has 
lower overall risk—and a higher risk-adjusted return—
than the individual assets.

MPT has worked in practice, as well—at least, over long time 
horizons, in hindsight, and assuming that you are using vari-
ance of returns as your measurement of risk. As we show in 
Figure 4, diversified portfolios (represented by the efficient 
frontier) have maximized return for a given level of risk and 
provided higher risk-adjusted returns than the individual asset 
classes.

We identify two main challenges with applying Modern 
Portfolio Theory as a solution for investment.

First, we need to build portfolios that are resilient and 
robust, not historically ‘optimal.’ If you had to make a sin-
gle portfolio choice and stick with it from 1925 to 2024, the 
‘optimal’ portfolio would have mostly included US govern-
ment bonds, US large-cap stocks, and US small-cap stocks. 
This would have been difficult to predict in 1925. Moreover, 
these portfolios would have been inferior to many other port-
folios during long stretches of that 98-year period. For exam-
ple, while US small-cap stocks have outperformed US 
large-cap stocks by about 1.3% per year since 1925, they 
have underperformed US large-cap stocks by about 1.6% per 
year since 1983.

Chapter 2

 How UBS Wealth Way builds on classic 
investment approaches
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Rather than attempting to build an optimal portfolio, we 
should design portfolios that are robust to different assump-
tions (returns, risk, and correlations between asset classes) 
and resilient to changing market environments. 

Second, we need a better definition of risk. MPT 
assumes that risk is measured by a portfolio’s expected vari-
ance of returns. Variance is more a measure of uncertainty 
than risk, and it can differ quite significantly across different 
time horizon. Uncertainty is a factor in measuring risk, but it 
isn’t the whole story. We need a different methodology to 
assess a portfolio’s risk of failing to meet goals. 

With this in mind, we developed the Liquidity. Longevity. 
Legacy. framework, which moves away from the notion that 
volatility appropriately measures investment risk and incorpo-
rates more modern research to help build purpose-driven 
portfolios: Liability-driven investing, the endowment model of 
investing, behavioral finance, and a holistic balance sheet 
approach. We believe each of these concepts further benefits 
investors when compared to the traditional Markowitz 
approach (see Figure 5).

Figure 5

The Liquidity. Longevity. Legacy. framework incorporates investment approaches that are aligned each strategy’s 
purpose

Liquidity Longevity Legacy

Purpose Provide cash flow to fund short-term spending 
regardless of market conditions

Generate consistent growth and income to 
achieve lifetime spending goals and avoid 
outliving wealth

Maximize after-tax growth and 
intergenerational transfer potential

Intellectual Framework Liability driven investing (LDI) Total wealth LDI Tax-aware endowment model

Sizing Next 3–5 years of cash flow needs A stressed portfolio performance scenario 
approach aiming to achieve lifetime goals with 
a high probability of meeting personal needs 
over your lifetime

Excess wealth that isn’t needed for lifetime 
goals

Investment approach Core bond/CD ladder, yield enhancing satellite 
strategies 

Well-diversified portfolio focused on generating 
growth, with a secondary objective of 
producing income

Endowment-style portfolio with a high 
allocation to risk assets

Key risk factors Drawdown risk, time under water, sequence of 
return risk

Probability of success, funding ratio, shortfall 
risk, longevity risk

Opportunity cost, estate and inheritance taxes

Source: UBS
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Liability-driven investing
Liability-driven investing (LDI) is a goal-oriented framework 
that focuses on matching investments to future expenses, 
rather than just growing assets.

Instead of measuring risk based on market changes, LDI aims 
to ensure that future financial obligations will be met. LDI is 
commonly used by pensions and other institutional funds. 
Success is measured by how well the investments cover these 
future liabilities.

How it works
LDI treats future expenses like debts that need to be paid. 

In theory, the safest way to meet a future spending need is to 
buy a bond that matures just in time for the expense. For 
example, to meet a $10,000 expense in 2 years, buy a bond 
that delivers $10,000 at maturity in 2 years. If the goal’s cost 
is tied to inflation, a 2-year Treasury Inflation-Protected 
Security (TIPS) would be even better.

Buying a bond ladder that directly mirrors all future spending 
from the portfolio would be quite safe, as long as one knows 
the exact timing and cost of all their future expenses. 
However, it would be expensive and inefficient as an invest-
ment approach, failing to tap into risk premia that can allow 
for any real returns above inflation.

Even so, the bond ladder is a useful concept for modeling the 
cost of “immunizing”  future spending against market risk. 

The LDI approach uses this concept to compare the value of 
assets against liabilities (future spending, which can be modeled 
as a short position in the bond ladder). In doing so, LDI seeks to 
find an investment portfolio that maximizes the surplus (assets 
minus liabilities), while considering the volatility of this surplus. 

In other words, families can use LDI to evaluate and optimize 
their portfolio so that they can meet their future spending 
needs efficiently and with a high degree of certainty.

Time horizon and risk
It would be prohibitively expensive to aim to “immunize” 
your lifetime spending with bonds alone, because they are 
unlikely to provide much (if any) return above inflation. When 
investing in asset classes that do provide substantial real 
returns over the long term, it’s vital to consider the role of 
time horizon in an LDI framework. After all, drawdown risks 
are far more common over short-term holding periods than 
over longer-term holding periods (see Figure 6). 

For most diversified portfolios, it has taken around 3–5 years 
to fully recover their losses following a bear market decline  
(a 20%+ drop in the S&P 500), with a longer recovery period 
for portfolios with a higher allocation to stocks (see Figure 7). 
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Figure 6

Source: UBS, Morningstar Direct, Bloomberg, as of 31 August 2024

Historical probability of loss, by time-frame, for US large-cap stocks,
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Figure 7

Important note: At the time of writing, bonds and bond-heavy portfolios are still
recovering from their longest ever drawdown. Therefore, for portfolios with an 80%
or greater bond allocation, this figure includes an estimated “longest time to
new all-time high” figure for the 2022 bear market.
Source: Morningstar Direct, Bloomberg, UBS, as of 31 August 2024
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This feature is why we recommend using a bond ladder—
sized to meet the next 3–5 years of net portfolio 
withdrawals—as the core of the Liquidity strategy.

By building a Liquidity strategy to meet cash flow needs dur-
ing a bear market, you can protect your family against being 
forced to sell investments at bear market prices, which would 
lock in otherwise temporary losses and increase the risk of 
prematurely depleting financial assets. This mitigates what 
the UBS Wealth Way philosophy defines as the true definition 
of risk: the permanent loss of capital.

Longer time horizons not only reduce the probability that 
diversified portfolios will experience a loss, but they also 
improve the probability that the portfolio will beat a hurdle 
rate of return. 

As you extend your investment time horizon, it becomes eas-
ier to reliably generate real returns if you are investing using a 
stock-heavy portfolio than if you hold cash. In fact, the worst 
20-year annualized real return for US large-cap stocks 
(+0.02% p.a.) was almost as high as the best 20-year annual-
ized real return for cash (+0.24% p.a.).

Glide path
Because of the relationship between time horizon and risk, a 
liability-driven optimization strategy will intuitively drive 
dynamic asset allocation decisions that take spending needs 
and investment risk into account, helping to find a portfolio 
risk level that aligns with goals. 

When applied to a hypothetical investor, the LDI framework 
will recommend a “glide path”—taking less equity market risk 
as the investor moves into and through retirement. This is 
because, as the investor approaches their life expectancy, the 
duration of their liabilities—the weighted average length of 
time until cash is needed to fund the spending goals—will fall. 

“Target date” retirement funds, which are a popular option 
in retirement accounts such as 401(k)s, tend to follow this 
glide path approach, reducing their stock allocation as their 
retirement target date approaches, and then keeping this 
more-conservative asset allocation throughout retirement. 
However, since target date funds are not directly calibrated to 
your specific needs and financial situation, their glide path is 
unlikely to match the optimal allocation for your family at any 
given time. (See the “100 minus your age” illustration in the 
next section).

Although LDI is a useful framework for investing assets ear-
marked for lifetime spending—namely, the Liquidity strategy 
and the Longevity strategy—it doesn’t fully account for a fam-
ily’s excess assets, which is to say the Legacy strategy. Because 

the Legacy strategy assets don’t need to meet specific lifetime 
goals, they can be invested in a strategy that aims to maximize 
after-tax growth potential over a longer time horizon. As we 
will discuss further below, this means that the UBS Wealth Way 
framework will often recommend a glide path with a  rising 
allocation to stocks as a family moves through retirement.

The endowment model
The endowment model is an investment process—popular-
ized by the Yale University endowment, among others—that 
embraces diversification, alternative investments, active man-
agement, and leverage to enhance long-term investment 
returns. When adjusted accordingly for taxable investors, this 
framework can help to generate superior long-term after-tax 
growth, especially valuable for a family’s Legacy strategy 
assets. We will further discuss portfolio management for the 
Legacy strategy in the “Managing the Liquidity. Longevity. 
Legacy. strategies” section. 

Behavioral finance
In finance and economics, we assume that individuals and 
investors behave rationally, as modeled by mathematicians 
and economists. But the reality is quite different. Information 
and anticipation of future market performance produce 
strong emotional reactions (see Figure 8). The excitement and 
subsequent fear of loss can drastically change investors’ 

Because of recency bias, investors tend to chase
performance

Figure 8
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short-term willingness to allocate their assets effectively—
often at the expense of long-term goals. Moreover, investors 
feel the pain of losses twice as powerfully as they experience 
the pleasure of gains; this “loss aversion“ bias can often 
cause investors to become risk-averse and to de-risk during 
times when they should be invested. 

To help address that our risk preferences can change over 
time, the Liquidity. Longevity. Legacy. approach is designed 
to make risk budgeting decisions in an objective, purpose-
driven framework. To learn more about how to tackle behav-
ioral biases, check out the “Benefits of the Liquidity. 
Longevity. Legacy. framework” section below. 

Holistic balance sheet approach
When building out the Liquidity. Longevity. Legacy. frame-
work for a family, it can be helpful to map out a balance 
sheet to incorporate the household’s assets and liabilities. 

Assets might include real estate, retirement accounts, part-
nership interests, brokerage accounts, pension income, and 
Social Security. 

For younger families, human capital— the value of a person’s 
future earnings potential—is an extraordinarily important 
intangible asset. From an earnings standpoint, a 30-year-old 
newly minted surgeon is wealthier than a 30-year-old with-
out post-high-school education or stable employment. 

Although it is difficult to quantify human capital with preci-
sion, understanding and accounting for general risk attributes 
and balance sheet impact of human capital can drive invest-
ment decisions. For example, it’s important to hedge your 
human capital risk by owning the right amount of disability 
insurance and life insurance, ensuring that your family will be 
able to achieve your goals.2

Human capital is also an important asset for investment. 
Building skills and knowledge, earning advanced degrees and 
certifications, and other indirect investments such as net-
working can help to boost a person’s earning potential and 
reduce the risk of experiencing extended periods of 
unemployment.

Liabilities include outstanding obligations, such as mort-
gages, securities-backed loans (SBLs), student loans, and 
other types of debt. 

As we mentioned in the “Liability-driven investing (LDI)” sec-
tion above, liabilities can also be expanded to include future 
spending objectives, like a second home purchase, a child or 
grandchild’s education, and retirement spending. Such 
spending is a future liability for the household, similar to 
mortgage payments or other debt. 

The Liquidity. Longevity. Legacy. framework also allows your 
family to clearly see how you are using liabilities, like mort-
gages and securities-backed loans (SBLs), to accomplish your 
objectives—and to see which untapped resources exist. For 
example, you may have used your SBL as a Liquidity strategy 
resource to cover an unexpected expense that would other-
wise have required selling investment assets and realizing 
otherwise-deferrable capital gains taxes. Alternatively, you 
may have used a mortgage to purchase your primary resi-
dence (for the Longevity strategy) or to purchase a Legacy 
strategy asset, such as a vacation home that’s intended to be 
part of a bequest.

Once you have composed your full balance sheet, comparing 
assets to liabilities can provide vital information. If your assets 
exceed liabilities, your family has a surplus, or margin of 
safety, in excess of liabilities. If your liabilities exceed assets, 
you may need to address the deficit by finding a way to 
increase assets, reduce planned spending, or modify the 
investment strategy.
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Improved performance compared to other approaches
A fundamental benefit of the Liquidity. Longevity. Legacy. 
framework is that it can help your family choose the right 
asset allocation at each stage of your life. Unlike other strate-
gies, which do not tailor your investments to your circum-
stances, goals, and purpose, organizing your life into the 
Liquidity. Longevity. Legacy. strategies will help you to adapt 
your asset allocation to grow your wealth more effectively. 

Although selecting the right asset allocation might sound 
trivial, it’s not. For instance, many investors choose an asset 
allocation that fails to account for assets like human capital or 
Social Security, causing them to hold suboptimal portfolios 
that often overallocate to cash and fixed income.

With this in mind, the Liquidity. Longevity. Legacy. framework 
will guide most families’ asset allocations to follow an intui-
tive path: 

• Early to mid career: A large allocation to stocks and a 
small emergency fund of cash and bonds. 

• Late career: The portfolio’s allocation to cash and bonds 
will rise slightly as retirement approaches and the Liquidity 
strategy is funded with resources to support 3–5 years of 
net portfolio withdrawals. 

• Retirement: The portfolio’s allocation to stocks will rise 
steadily throughout retirement as the Legacy strategy 
grows more quickly than the rest of the portfolio. 

Choosing the right asset allocation can have a meaningful 
impact on results. For example, based on our Capital Market 
Assumptions, we estimate that shifting just 10% of the port-
folio from bonds to stocks could improve the portfolio’s 
expected annualized return by between 0.4% and 0.7% per 
year. This would translate to about 17% to 32% of additional 
growth over a 40-year retirement period, all things being 
equal.3

Of course, risk must be managed appropriately; a higher 
expected return isn’t worthwhile if it increases the risk that 
your family will run out of money prematurely. That’s one 
reason the Liquidity. Longevity. Legacy. framework works so 
well: it helps families to naturally adjust their asset allocation 
over a family’s lifetime, increasing or decreasing risk as 
appropriate. 

To demonstrate the potential benefits of the Liquidity. 
Longevity. Legacy. framework, we used a Monte Carlo analy-
sis—which simulates thousands of potential investment 
returns, incorporating contributions and withdrawals—to 
evaluate the results of funding a hypothetical family’s retire-
ment spending for 40-year periods (e.g., from age 60 to 100). 
We ran this analysis comparing two common asset allocation 
strategies with the UBS Wealth Way approach:

1.  A “100 minus your age” portfolio, starting with a 
global stock allocation of 40% (100 minus the family’s 
starting age of 60) and a 60% allocation to US bonds. 
Each year, this approach moves 1% of the portfolio from 
stocks to bonds. 

2.  A Balanced portfolio, keeping the stock allocation 
unchanged (50% global stocks, 50% US bonds) through-
out retirement. 

3.  A Liquidity. Longevity. Legacy. strategy portfolio. An 
asset allocation designed to meet the family’s lifetime 
spending needs, targeting a 99% probability of success 
and incorporating a portfolio of cash, stocks, bonds, 
hedge funds, and private equity. Over time, as the Legacy 
strategy outgrows the rest of the portfolio, the portfolio’s 
allocation to stocks and other risk assets steadily rises. 

Chapter 3

 Benefits of the Liquidity. Longevity. 
Legacy. framework
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Our analysis found that the Liquidity. Longevity. Legacy. 
approach would have increased the median ending portfolio 
value by about 52% (1.0% per year) relative to a static bal-
anced portfolio, and 190% (2.7% per year) when compared 
to a “100 minus age” glide path portfolio. 

This additional growth came at the cost of incurring a 1% 
probability that the Liquidity and Longevity strategy assets 
would be depleted before the end of the 40-year period.* 

In each of the three scenarios in Figure 9, the portfolios were 
invested extremely conservatively, significantly overfunding 
the portfolio’s spending needs and forgoing substantial 
growth potential. 

With a Liquidity strategy to protect against bear market risk, 
we believe that a 99% probability of success is far too con-
servative, as it retains a large buffer of assets in the Longevity 
strategy that is likely to significantly exceed your needs in 
retirement—even if you encounter poor market conditions in 
retirement. This comes at the cost of decades of potentially 
compounding at a higher rate in the Legacy strategy, not to 
mention potentially higher tax liabilities. An 85% probability 
of success is a more reasonable target to balance opportunity 
cost (foregone growth potential) and sequence of return risk 
(the probability of needing to adjust spending). 

Figure 10 helps to demonstrate the tradeoff between safety 
and return potential, showing the results of Liquidity. 
Longevity. Legacy. strategy approaches that are sized to tar-
get different probabilities of success over the 40-year retire-
ment period. It‘s also worth noting that Longevity strategy 
assets that are still in your taxable estate at the end of your 
life are likely to be subject to estate taxes. By contrast, the 

*  Note: in this simulation, the Balanced portfolio and “100 minus age” portfolios would 
not have been depleted in any of the simulation trials. However, in simulations with a 
higher spending rate, these portfolio approaches’ lower return potential would likely 
have resulted in a much lower probability of success.
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Median ending portfolio value, $ millions, depending on the targeted probability
of success
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Note: Assumes a $10 million starting portfolio value and $200,000 annual portfolio withdrawals inthe first year of retirement, increased by 2.4% each year to account for inflation. 
Ending wealth reflects the median outcome of thousands of simulations. In the Liquidity. Longevity. Legacy. strategy portfolio, the Liquidity strategy is invested a 50% cash,50% US 
fixed income portfolio; the Longevity strategy is invested in a Moderate risk portfolio (50% global stocks, 50% US fixed income); and the Legacy strategy is invested in an Aggressive 
risk portfolio (10% US fixed income, 60% global stocks, 5% hedge funds, and 25% private equity). The Liquidity. Longevity. Legacy. strategy portfolios’ initial weights are designed to 
target a specific probability of success, with the strategies’ relative weights allowed to drift throughout the simulation. This simulation does not account for taxes or fees, uses the UBS 
2024 Capital Market Assumptions, and does not include a dynamic refilling process for the Liquidity strategy.
Source: UBS. For illustration purposes.
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Legacy strategy often comprises assets that are outside of 
your taxable estate. Therefore, you are able to more effec-
tively pass after-tax wealth to future generations when you 
can confidently fund your Legacy strategy by targeting a 
more reasonable probability of success.

It’s important to note that many of the simulation failures 
could be avoided with spending flexibility, or a policy of 
dynamically refilling the Liquidity strategy. For more details 
regarding the probability of success, see the “Managing the 
Liquidity. Longevity. Legacy. strategies” section below.

Conclusion
The Liquidity. Longevity. Legacy. approach typically outper-
forms other strategies because it effectively addresses the 
financial decisions that are embedded in your family’s goals 
and objectives (e.g., lifetime spending). In other asset alloca-
tion approaches, little or no distinction is made between the 
assets that are intended to be used today (e.g., near term) 
and the assets that are intended to be used in 10, 20, or 30 
years—much less the assets that are unlikely to ever be used 
during the lifetime of your family’s first generation. 

Without the context of financial goals and time horizons, it is 
impossible to find an optimal solution for your family’s finan-
cial assets’ various purposes. After all, there is no “one-size-
fits-all” portfolio that can accomplish the contradictory goals 
of capital preservation, consistent growth and income, and 
maximizing after-tax growth potential. Even if there were an 
optimal portfolio for a point in time, the portfolio should 
change over time and with changes to your family’s goals and 
priorities. This is why the Liquidity. Longevity. Legacy. 
approach is the intuitive solution to align investment and allo-
cation decisions with your family’s objectives and capacity for 
risk which, in turn, produces optimal portfolios across time.

Managing bear market risk
When it comes to understanding market risks and their impact 
on investment success, there is an elephant in the room—or 
rather, a bear. A “bear market” occurs when there is a 
greater-than-20% drop in the S&P 500. Although the 20% 
threshold is arbitrary, crossing this level has historically been 
an important dividing line between painful-but-short-lived 
corrections—where recovery time is measured in months—
and the years-long recovery period for bear markets.

Most investors hate bear markets, and they can be quite 
stressful, but context is important. Bear markets only cause 
damage when you liquidate risk assets during the market 
drawdown or before markets have fully recovered their 
losses. 

If you are in your working years, and you are actively saving 
for retirement, bear markets offer you a rare and valuable 
opportunity to invest at a lower price point. In fact, because 
markets tend to go higher over time, bear markets offer the 
only opportunity to buy stocks at prices that haven’t been 
seen for several years. Buying during bear markets can be 
highly accretive to long-term wealth. 

If you are in retirement, bear markets pose a more difficult 
challenge. A bear market early in retirement—coupled with 
portfolio withdrawals for retirement spending—can lead to 
“sequence of return risk:” Your portfolio is forced to lock in 
otherwise-temporary losses, leaving the portfolio with fewer 
assets to benefit from a market recovery and dwindling 
resources to fund future spending needs. 

The S&P 500 has gone through 9 bear markets since 
December 1945 (see Figure 11). Each of these episodes cre-
ated dramatic losses, but drawdown size is only one part of 
the equation; a bear market’s damage potential is also driven 
by how long the market takes to recover its losses. After all, if 
you are living off your portfolio, you will still be forced to lock 
in losses even if the market has already started to recover. 

Some bear markets lasted just months, while others lasted 
much longer. The Tech Bubble—which saw the S&P 500 fall 
about 45% from peak to trough—was the longest-lasting 
decline, taking stocks over 6 years (from August 2000 to 
October 2006) to fully recover its losses. Diversified investors 
would have fared better, with a 60% stock, 40% bond port-
folio experiencing milder losses (about 22% from peak to 
trough) and reaching a fresh all-time high by October 2002 
(after about 4 years). 
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How can the Liquidity strategy manage sequence of 
returns risk?
The Liquidity strategy offers a potential solution for managing 
bear market risk. By funding spending needs with Liquidity 
strategy assets during bear markets, a family’s Longevity 
strategy will have more time to recover from losses and will 
reduce the potential bear market damage caused by 
sequence of returns risk. Dynamically refilling the Liquidity 
strategy—fully funding it during bull markets and allowing it 
to be depleted during bear markets—can significantly 
improve long-term investment returns during bear markets. 

Figure 12 shows the portfolio growth for a family retiring 
with $3 million in August 2000, at the peak of the Tech 
Bubble, spending an inflation-adjusted $120,000 (4% of the 
portfolio’s starting value) per year. In one scenario, the family 
invests their whole portfolio in a 70% stock, 30% bond port-
folio. In the other scenario, they carve off about 12% of the 
starting portfolio value to fund a 3-year Liquidity strategy 
(invested 50% in cash, 50% in bonds). 

Without a Liquidity strategy
By February 2009 (the trough of the Global Financial Crisis), 
the family’s portfolio would have dropped 50% from its 
starting value, to $1.48 million. At this point, the portfolio has 
distributed about $1.14 million of spending and lost another 
$378,000 due to the “bear market damage” from locking in 
otherwise-temporary losses to raise cash for that spending. 
Before starting to recover, the family’s withdrawal rate would 
have gone as high as 10% per year.

With a 3-year Liquidity strategy
The family’s portfolio would have only dropped 35% from its 
all-time high, with a trough value of $1.94 million, which is 
higher than the $1.86 million net amount invested up to that 
point ($3 million starting value minus $1.14 million spending).

Figure 11

Portfolios have usually recovered their losses in 3–5 years
Statistics for bear markets since December 1945

Peak year 1947 1962 1969 1973 1988 2001 2008 2020 2022 Average

Average 
excluding 

2020

Market cycle overview

Length of prior bull market* 13.9 yrs 15.1 yrs 6.4 yrs 2.5 yrs 12.9 yrs 12.8 yrs 5.1 yrs 10.8 yrs 1.8 yrs 9.0 yrs 9.8 yrs

Time between market cycles** 16.7 yrs 15.6 yrs 6.9 yrs 4.1 yrs 14.7 yrs 13.0 yrs 7.2 yrs 12.2 yrs 2.0 yrs 10.3 yrs 11.2 yrs

Peak May 1946 Dec 1961 Nov 1968 Dec 1972 Aug 1987 Aug 2000 Oct 2007 Dec 2019 Dec 2021

Trough Nov 1946 Jun 1962 Jun 1970 Sep 1974 Nov 1987 Sep 2002 Feb 2009 Mar 2020 Sep 2022

US large-cap stocks

Recovery date Oct 1949 Apr 1963 Mar 1971 Jun 1976 May 1989 Oct 2006 Mar 2012 Jul 2020 Dec 2023

Max drawdown –21.8% –22.3% –29.4% –42.6% –29.6% –44.7% –51.0% –19.6% –23.9% –31.6% –34.5%

Time to full recovery (new all-time high) 3.4 yrs 1.3 yrs 2.3 yrs 3.5 yrs 1.8 yrs 6.2 yrs 4.4 yrs 0.6 yrs 2.0 yrs 2.8 yrs 3.3 yrs

Drawdown time 0.5 yrs 0.5 yrs 1.6 yrs 1.8 yrs 0.3 yrs 2.1 yrs 1.3 yrs 0.3 yrs 0.7 yrs 1.0 yrs 1.1 yrs

Recovery time 2.9 yrs 0.8 yrs 0.8 yrs 1.8 yrs 1.5 yrs 4.1 yrs 3.1 yrs 0.3 yrs 1.3 yrs 1.8 yrs 2.1 yrs

Years of prior gains ‘erased‘*** 1.2 yrs 2.9 yrs 5.4 yrs 9.7 yrs 1.5 yrs 5.3 yrs 11.6 yrs 2.2 yrs 1.6 yrs 4.6 yrs 5.4 yrs

60/40 stock/bond portfolio

Recovery date Oct 1948 Mar 1963 Dec 1970 Jan 1976 Jan 1989 Oct 2004 Dec 2010 Jun 2020 Feb 2024

Max drawdown –13.4% –13.0% –17.6% –26.4% –17.4% –21.7% –29.9% –9.1% –19.4% –18.7% –19.9%

Time to full recovery (new all-time high) 2.4 yrs 1.3 yrs 2.1 yrs 3.1 yrs 1.4 yrs 4.2 yrs 3.2 yrs 0.5 yrs 2.2 yrs 2.3 yrs 2.5 yrs

Drawdown time 0.5 yrs 0.5 yrs 1.6 yrs 1.8 yrs 0.3 yrs 2.1 yrs 1.3 yrs 0.3 yrs 0.8 yrs 1.0 yrs 1.1 yrs

Recovery time 1.9 yrs 0.8 yrs 0.5 yrs 1.3 yrs 1.2 yrs 2.1 yrs 1.8 yrs 0.3 yrs 1.4 yrs 1.3 yrs 1.4 yrs

Years of prior gains ‘erased‘*** 1.2 yrs 1.4 yrs 3.3 yrs 6.1 yrs 1.2 yrs 4.3 yrs 9.2 yrs 0.9 yrs 1.9 yrs 3.3 yrs 3.8 yrs

* Time from previous trough to this cycle peak 
** Time between previous peak and this cycle peak 
***At the bear market's trough, how much earlier could an investor have bought at that level? 
Source: UBS, Morningstar Direct, Bloomberg, as of 31 August 2024.
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Conclusion
Based on a simulation of past bear markets, we estimate that 
a Liquidity strategy can add about 1% to a portfolio’s annual-
ized return during bear markets. A Liquidity strategy can also 
reduce the risk that an investor will overtrade or panic-sell 
their portfolio during a drawdown because investors have 
confidence that they have the resources needed to support 
their spending needs throughout the financial storm. 

On the other hand, a Liquidity strategy can be a drag on 
returns during bull markets, all things being equal. With that 
in mind, it’s important to consider increasing the allocation to 
risk assets in the Longevity strategy when adding a Liquidity 
strategy to the portfolio. It’s also important to properly size, 
fund, and invest the Liquidity strategy, as described in the 
Liquidity strategy section below, to provide capital preserva-
tion as efficiently as possible. 

Enhancing tax efficiency
Managing taxes can significantly boost a family’s ability to 
achieve their goals. When managing taxes, the goal should 
always be to maximize after-tax growth potential, not simply 
to minimize taxes. 

There are three main categories of tax strategies that a family 
should incorporate into their financial plan and their invest-
ment approach:

1. Portfolio tax efficiency. High pre-tax returns can look 
much worse after taxes are paid, and improving a portfolio’s 
tax efficiency can meaningfully improve its after-tax growth 
potential. There are a few strategies to help improve a portfo-
lio’s tax efficiency:

• Asset location: In taxable investment accounts, build tax-
aware portfolios that contain relatively tax-efficient asset 
classes (e.g., municipal bonds index funds) and use tax-
efficient implementation (e.g., exchange-traded funds and 
separately managed accounts). In tax-deferred and tax-
exempt investment accounts (e.g., Traditional and Roth 
IRA/401(k) accounts), build tax-agnostic portfolios that 
allocate a greater weight to less tax efficient asset classes 
and investment options, such as high yield corporate 
bonds and actively managed mutual funds with high turn-
over. Research has shown that asset location can add 
around 0–0.6% of annual value to a portfolio.4

• Tax loss harvesting: Buying a security and then selling it 
at a higher price than the purchase price (your “cost 
basis”) generates a capital gain. By contrast, selling a secu-
rity at a lower price than your purchase price generates a 
capital loss. At the end of each tax year, you will owe taxes 
based on the net capital gains (gains minus losses) that you 
lock in—or “realize”— that year. If you realize a net capital 
loss each year, you can deduct up to $3,000 against that 
year’s ordinary income and carry forward all your unused 
realized losses to future years, adding to your stock of car-
ryforward losses. Tax loss harvesting helps to offset capital 
gains in this tax year and helps to defer capital gains taxes 
into the future (and possibly avoid paying them entirely, as 
mentioned in next bullet point). According to research, tax 
loss harvesting can generate a median annualized alpha 
after liquidation of 0.5% for a portfolio of individual equity 
securities.5
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A Liquidity strategy can help protect against the
damage caused by market losses

Figure 12

Without Liquidity strategy With Liquidity strategy

$2,187,891

Note: The Liquidity strategy is sized to meet 3 years of spending needs,
invested in a 50% cash, 50% bond portfolio, and refilled annually during bull markets
(and when markets have fully recovered their losses aer a bear market).
Source: Morningstar Direct, Bloomberg, UBS, as of 31 August 2024

Growth of a $3 million 70% stock, 30% bond portfolio, aer 4%
inflation-adjusted withdrawals, with and without a 3-year Liquidity strategy

$1,928,709
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• Deferring capital gains taxes. The longer you defer pay-
ing capital gains taxes, the longer that the “tax dollars” 
will keep growing in your account. Moreover, if you are 
able to defer capital gains taxes until you pass away, your 
heirs will get a step-up in cost basis, which means that 
beneficiaries inherit the assets with a cost basis that repre-
sents the value at which they receive the assets, instead of 
the basis at which the assets were originally purchased. In 
other words, the implied tax obligation associated with 
unrealized capital gains in your taxable estate will be 
essentially “forgiven” at the time of transfer.

• Managing retirement income taxes. Many families 
hold investments across a variety of account types, includ-
ing taxable, tax-deferred (such as a traditional 401(k) or 
IRA), and tax-exempt (such as a Roth 401(k) or IRA). When 
it comes to tapping into these accounts to fund retirement, 
the order matters because retirement distributions from 
tax-deferred accounts will incur income taxes, and selling 
taxable account assets may trigger capital gains taxes. 
Carefully managing the order of retirement account with-
drawals and incorporating other strategies—such as partial 
Roth conversions—can help to improve after-tax growth 
potential by up to 1.2% per year.6

To learn more about portfolio tax costs, ask your financial 
advisor and read the latest version of our report, Constructing 
and managing taxable portfolios.

2. Intergenerational tax planning. The Liquidity. 
Longevity. Legacy. framework can help you to segment your 
Legacy strategy assets—assets that you aren’t planning to 
spend during your lifetime—from the resources that you will 
need to support your family’s lifetime goals.7 This context can 
help you to unlock numerous strategies to manage state and 
federal gift and estate taxes, inheritance taxes, and genera-
tion skipping taxes. 

The top marginal federal estate tax rate is 40%, and there are 
also state-level taxes with rates as high as 20% and can 
affect taxable estates as small as $1 million. Effectively man-
aging these taxes with a comprehensive trust and estate 
strategy—including lifetime gifts, not just end-of-life 
bequests—can significantly enhance the amount of after-tax 
wealth that can be transferred across generations and ensure 
that your wealth is distributed to all your beneficiaries accord-
ing to your intentions. 

Below is a list of some prominent estate planning strategies 
that can be used. A comprehensive trust and estate strategy 
will often result in you funding several types of trust 
accounts. By segmenting a portion of your wealth into these 
trusts, you can unlock ways to enhance after-tax growth and 

wealth transfer potential. By optimizing each of your trust’s 
investment strategies to achieve your goals, you can also 
unlock additional opportunities to add value through asset 
location. 

• Spousal lifetime access trusts (SLATs) provide a way to 
transfer assets out of the taxable estate while allowing the 
spouse to access the trust assets during their lifetime.8 
When you gift into a SLAT, you retain indirect access to the 
assets through your spouse (who can make unlimited gifts 
to you during your lifetime). This access ends upon the 
death of your spouse or in the case of a divorce. 

• Irrevocable trusts can allow you to make an irrevocable 
gift of assets to a trust that benefits your intended benefi-
ciaries, allowing them to grow outside of your taxable 
estate. Families often purchase life insurance using an irre-
vocable trust; this helps to provide income-tax-free assets 
to provide liquidity for paying estate taxes and other 
expenses.9,10 

• Family limited partnerships (FLPs) allow family mem-
bers to jointly own and manage assets. This strategy is 
often used to transfer wealth to younger generations at a 
reduced tax cost; although the value of your interest in the 
FLP is included in your taxable estate, its value can be dis-
counted (e.g., for lack of control and marketability), which 
can reduce your estate tax liability.

• Generation-Skipping Trusts (GSTs) are designed to skip 
a generation of beneficiaries to help your family avoid pay-
ing estate taxes twice (once when the assets are trans-
ferred to your children, and again when they go to your 
grandchildren).

• Dynasty Trusts are designed to last for multiple genera-
tions—potentially indefinitely, depending on state laws. 
They aim to preserve and grow wealth within the family 
while minimizing estate taxes over successive generations. 
Dynasty trusts can provide long-term financial security and 
asset protection for future generations. 

• Intentionally defective grantor trusts (IDGTs) allow 
you to make a completed gift to a trust, thus excluding its 
assets from your taxable estate, while retaining the option 
to pay taxes on the trust’s income (interest income, capital 
gains, etc.). In essence, the trust is “effective” for estate 
taxes but “defective” for income tax purposes. Paying 
taxes on behalf of the trust can further reduce your tax-
able estate while allowing the trust to grow “income tax 
free,” in a sense, boosting its ability to grow wealth for 
your beneficiaries.11

https://secure.ubs.com/public/api/v2/investment-content/documents/Cx8vK4_zYpVRtmzxYNvoVg?apikey=Y8VdAx8vhk1P9YXDlEOo2Eoco1fqKwDk&Accept-Language=de-CH
https://secure.ubs.com/public/api/v2/investment-content/documents/Cx8vK4_zYpVRtmzxYNvoVg?apikey=Y8VdAx8vhk1P9YXDlEOo2Eoco1fqKwDk&Accept-Language=de-CH
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• Qualified Personal Residence Trusts (QPRTs) allow you 
to transfer your personal residence to beneficiaries at a 
reduced gift tax value while retaining the right to live in 
the residence for a specified period (e.g., 20 years, or for 
the rest of your life).12 Upon funding a QPRT, you make a 
taxable gift equal to the “remainder interest” of the prop-
erty (its value minus the value of your retained interest, 
which is the value of your right to live in the home for the 
specified term). The value of the retained interest is deter-
mined using IRS tables and depends on factors such as the 
length of the trust term and the applicable federal interest 
rate. If you pass away before the end of the trust term, the 
full value of the property is included in your taxable estate. 
If you survive the trust term, the property passes to your 
beneficiaries, and the value of the remainder interest is 
removed from your taxable estate.

To learn more about the trust and estate strategies, talk with 
your financial advisor and check out the resources available 
on the homepage of the UBS Advanced Planning group, 
https://www.ubs.com/us/en/wealth-management/our- 
solutions/private-wealth-management/advanced-planning.html.

3. Philanthropy. The Liquidity. Longevity. Legacy. approach 
can help individuals make philanthropic gifts more tax effi-
ciently by strategically aligning their financial goals with their 
philanthropic intentions. Here are some examples of how you 
can implement tax-efficient philanthropy:

• Donating appreciated securities. Donating appreciated 
securities can help you avoid capital gains taxes, and the 
fair market value of your donation can provide you with a 
charitable deduction.13 You may want to consider “bunch-
ing” several years of charitable gifts into a single year to 
make itemizing your taxes more valuable than taking the 
standard deduction, thus retaining the tax benefits of 
charitable gifting.

• Donor-advised funds. If you’d like to make a large dona-
tion this year to reduce your taxes, but you would like to 
stretch your charitable donations over more years rather 
than make a big one-time gift, you may want to consider 
using a Donor Advised Fund (DAF) or a private foundation. 
These vehicles can allow your family to make a charitable 
contribution—including appreciated securities—and keep 
these funds growing before they are eventually granted or 
donated.14

• Qualified charitable distributions (QCDs) can help you 
make tax-efficient charitable donations by funding your 
philanthropic objectives using distributions from your IRA. 
QCDs count toward your RMDs and aren’t included in your 
taxable income that year. This effectively makes those 
charitable contributions tax-deductible, without the need 
to itemize your taxes. QCDs cannot be made to Donor 
Advised Funds or private foundations. In addition, QCDs 
are only an option if you are at least age 70½, can gener-
ally only be done with Traditional IRA assets, and cannot 
exceed $105,000 in 2024 (indexed for inflation).15

• Charitable remainder trusts (CRTs) can provide you 
with income during your lifetime, with the remainder 
going to charity. This can offer immediate tax deductions, 
help to reduce your taxable estate, and help you to defer 
capital gains taxes.16

To learn more about philanthropy strategies, talk with your 
financial advisor and check out the UBS Advanced Planning 
group’s full report, Charitable giving: the rules of the road, 
available at https://www.ubs.com/us/en/wealth-management/ 
our-solutions/private-wealth-management/advanced-plan-
ning/articles/charitable-giving.html.

https://www.ubs.com/us/en/wealth-management/our-solutions/private-wealth-management/advanced-planning.html
https://www.ubs.com/us/en/wealth-management/our-solutions/private-wealth-management/advanced-planning.html
https://www.ubs.com/us/en/wealth-management/our-solutions/private-wealth-management/advanced-planning/articles/charitable-giving.html
https://www.ubs.com/us/en/wealth-management/our-solutions/private-wealth-management/advanced-planning/articles/charitable-giving.html
https://www.ubs.com/us/en/wealth-management/our-solutions/private-wealth-management/advanced-planning/articles/charitable-giving.html
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Addressing behavioral biases
Benjamin Graham—one of the best-known investors of the 
last century—observed that “The investor’s chief problem—
and even his worst enemy—is likely to be himself.” 

Investors overtrade, chase returns, panic, and generally buy 
high and sell low—and these irrational behaviors can lead to 
significant underperformance. For example, in “Trading is 
Hazardous to your Wealth,” Brad Barber and Terrance Odean 
found that the average household turned over 75% of their 
equity portfolio annually and underperformed a buy-and-
hold investment by about 1.5% per year.17 Another analysis, 
performed by Vanguard, estimates that behavioral coaching 
may add 1–2% per year to net investment returns.18 

The Liquidity. Longevity. Legacy. framework provides a disci-
plined investment approach that can help to minimize the risk 
related to costly emotional behavior by addressing key behav-
ioral biases. For example:

1.  Myopia and loss aversion bias. “Loss aversion” is a 
behavioral bias that acknowledges that most of us feel 
the pain of losses about twice as powerfully as we experi-
ence the pleasure of gains. The effect of loss aversion can 
be supercharged when it’s combined with the fact that 
losses are much more common over short holding peri-
ods; for example, the S&P 500 has fallen in about 46% of 
all daily returns since 1945, but only 36% or monthly 
returns and only 7% of all 5-year returns. By dedicating 
the Liquidity strategy to provide for a family’s short-term 
cash flow needs—and investing these resources to priori-
tize capital preservation—families should be able to focus 
on their long-term goals and confidently stay invested 
because they know that they have adequate resources to 
cover their short-term needs.

2.  Mental accounting bias. Investors often feel more com-
fortable thinking about their wealth in “buckets,” treating 
some dollars differently than others. This tendency can 
make it more difficult to make decisions that are rational 
in the context of the “big picture.” For example, we tend 
to spend a larger share of income that comes in the form 
of an unexpected “windfall”—such as a tax refund or a 
bonus—than income that we are expecting.19 By seg-
menting wealth by purpose, the Liquidity. Longevity. 
Legacy. framework aims to harness the mental accounting 
bias to help families make rational decisions more intui-
tively. It also helps to put returns into the context of the 
funds’ purpose, as shown in Figure 13, which can help to 
make it easier to avoid the urge to panic sell and to take 
advantage of market declines (e.g., by rebalancing and 
accelerating dollar-cost averaging strategies with assets 
earmarked for long-term goals).

3.  Recency bias. Harry Markowitz once noted that “The 
chief problem with the individual investor: He or she typi-
cally buys when the market is high and thinks it‘s going to 
go up, and sells when the market is low and thinks it‘s 
going to go down.” Chasing performance is tempting, 
but it can be quite damaging for investors. For example, 
looking at the annual returns of 14 major asset classes 
since 1999, the prior year’s best-performing asset class 
has had a roughly 40% chance of experiencing a loss the 
next year, versus 27% for a randomly chosen asset class 
and 31% for a well-diversified portfolio. Rebalancing—
selling the recent best-performing asset classes to add to 
other asset classes—feels counterintuitive due to recency 
bias, but it can help you to prevent your portfolio from 
“drifting” into an allocation that you never intended and 
can also help to improve your annual return by about 
0.14% per year on a risk-adjusted basis.20

The Liquidity. Longevity. Legacy. framework isn’t a panacea 
for solving our emotional biases, but it does provide a con-
crete framework for decision-making that you can fall back 
on during times of market stress. 
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(Aggressive
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Whole portfolio

Option A

–24%

–1%
Money we

need
to keep

the lights on

–27%

–30%
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The UBS Wealth Way framework can help you keep
returns in context

Figure 13

Note: Using Bloomberg Barclays US Aggregate Bond Index for the Liquidity strategy
(initial value $1.08 million), the Moderately Aggressive Strategic Asset Allocation (SAA)
for the Longevity strategy (initial value $7.86 million), and the Aggressive risk SAA for the
Legacy strategy (initial value $1.06 million).
For illustration purposes. Not official performance. Strategies are subject to individual
client goals, objectives and suitability.
Source: Bloomberg, Morningstar Direct, UBS, as of 31 August 2024
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The final part of this report provides an in-depth discussion regarding how to  
allocate and manage the Liquidity. Longevity. Legacy. strategies to confidently  
meet your objectives and enhance after-tax growth potential.

You, your family, and the lives of others

Your goals should form the basis of nearly all investment and 
estate planning decisions. Developing and updating your 
goals requires the deliberate action of asking yourself what 
your desired lifestyle includes and how you want to improve 
the lives of others. Some goals, such as updating and selling 
your home, paying for college, or contributing to charity are 
easy to recognize. Other goals, like ensuring potential health 
issues don’t burden your children, can be more obscure.

Identifying your goals and objectives, no matter their clarity, is 
like marking points on a map. It’s a necessity for planning a 
meaningful path forward. The Liquidity. Longevity. Legacy. 
approach uses those points to allocate and manage your 
assets and resources effectively—throughout time—to reduce 
the role of luck in your investment success and help you make 
better decisions.

Chapter 4

 Managing the Liquidity. Longevity. 
Legacy. strategies
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Liquidity strategy

The Liquidity strategy contains assets and resources to help 
meet the next 3 to 5 years of spending.

Purpose Provide cash flow to fund short-term 
spending regardless of market conditions

Sizing 3–5 years of cash flow needs (spending minus 
reliable income)

Investment objectives Capital preservation and income

Assets and resources Cash, savings accounts, money markets, and 
high-quality bonds. Untapped borrowing 
 capacity. Income from reliable sources (i.e., sal-
ary, Social Security, pensions, and annuities).

Investment approach Core bond/CD ladder, yield enhancing 
satellite strategies

Risk factors Drawdown risk, time under water, sequence 
of return risk

Defining your “Why”

To help define your Liquidity strategy, consider the fol-
lowing questions:

• When you hear news of a market downturn or loss, 
how do you feel? 

• How much do you prefer to have liquid (in savings) at 
any time?

• If you could create a monthly paycheck in retirement, 
how much would it be?

• In the next 3 years, do you have any large purchases 
or expenditures planned in addition to your regular 
expenses (e.g., vacations, home remodeling, new cars, 
etc.?

For those still working, also consider the following:

• Does your current income cover your regular 
expenses?

• If you lost all or a portion of your income, how would 
that impact your family?

Purpose
The Liquidity strategy aims to set aside enough resources to 
meet a family’s short-term cash flow needs, regardless of 
market conditions. Liquidity strategy investments prioritize 
capital preservation. Growth and income are a secondary 
objective, to help protect purchasing power. 

Strategy
Determining cash flow needs
There are three factors that can impact your family’s cash 
flow needs from the portfolio:

1.  The ratio of your regular income to your regular expenses;
2.  The risk of not receiving your regular income; and
3.  Unusual and unforeseen expenses.

The greater the uncertainty of regular income or the risk of 
unforeseen expenses, the more one should set aside in one’s 
Liquidity strategy. Cash flow needs—and thus Liquidity strat-
egy sizing—will differ based on your age:

Working years
During your working years, your salary will generally cover all 
day-to-day expenses—and hopefully leave you with extra 
funds that can be saved and invested for future spending 
needs. Your family will generally not need to set aside 
Liquidity strategy assets during your working years, but you 
should still make sure to fund an emergency reserve to cover 
unforeseen expenses and accumulate temporary Liquidity 
strategy resources ahead of large one-time expenses such as 
a home purchase.

Retirement years
As you near and enter retirement, you will want to build up a 
Liquidity strategy to create cash flow to replace the income 
from your salary. We recommend funding your Liquidity strat-
egy so that it will provide sufficient cash flow to cover any 
regular and irregular expenses that are not already covered by 
reliable income sources such as pension and annuity income.

Although your family will often receive significant investment-
based income during retirement—for example, dividends and 
interest from their portfolio, or rental income from invest-
ment properties—this income can fluctuate and may decline, 
especially during economic recessions and bear markets.

To ensure that you can maintain your lifestyle even if your 
investment income is interrupted by a market disruption, we 
recommend a policy of reinvesting investment-based income 
during both bull markets and bear markets. This will also help 
to ensure that your longer-term investments can continue to 
benefit from compounding growth.
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Sizing
As shown earlier (p. 10) in Figure 7, riskier portfolios tend to 
experience larger drawdowns and take longer to recover from 
losses. Investors with a higher allocation to stocks in their 
Longevity strategy should manage this risk—buying more 
time for a recovery—by allocating more resources to the 
Liquidity strategy.

Since 1945, it has taken around 3–5 years for most balanced 
portfolios to fully recover their losses, moving from a bull 
market peak to a fresh all-time high. This is why we generally 
recommend that investors size their Liquidity strategy by eval-
uating the amount of funds that they will need to withdraw 
from their portfolio in the next 3–5 years—by comparing 
planned spending to their income from reliable sources—and 
then setting aside enough resources to match those cash 
flow needs.

Investing the Liquidity strategy
Your Liquidity strategy can be funded by both investment 
assets and untapped borrowing capacity. 

When building a Liquidity strategy portfolio, the objective is 
to limit the potential for a mismatch between your spending 
needs and the marketable value of your Liquidity strategy. We 
identify three main types of risk: liquidity risk (the ability to 
withdraw money without any restrictions); market risk (the 
volatility of asset prices and the potential risk of capital loss); 
and counterparty risk (the risk of capital losses tied to a 
default) (Figure 14).

To balance these risks and the potential benefits available in 
the market, we recommend a Core-Satellite approach for the 
Liquidity strategy portfolio (Figure 15).

Figure 14

Liquidity strategy solutions face three primary risks

Source: UBS. For illustration purposes.
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The Liquidity strategy portfolio framework

Source: UBS. For illustration purposes.
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Core: A “bond ladder” approach.
The best approach for aligning spending and investing—
especially for expenses with a known amount and a known 
timing—is to construct a “ladder” of bonds, fixed-term solu-
tions, and other solutions (Figure 16). After all, aligning the 
size and duration of individual bonds with the amount and 
timing of your planned withdrawals helps to manage your 
interest rate and market risk, prioritizing capital preservation 
over return potential. This strategy mirrors the “liability-driven 
investing” approach implemented by many professional inves-
tors who are charged with carefully managing risk for 
institutions.

Satellite: A “Three Tier” approach. 
As a complement to the core bond ladder approach—and to 
address spending objectives that are unknown in either 
amount or timing—we recommend a “Three Tier” approach 
that reflects a higher risk budget for funds that have a longer 
time horizon within your Liquidity strategy portfolio 
(Figure 17):

• Tier I (Everyday cash): Cash earmarked for day-to-day 
expenses. Because of the immediacy of these needs, you 
should stick with solutions with minimal market, liquidity, 
and credit/counterparty risks, such as cash deposits.

• Tier II (Savings cash): Funds that are needed for known 
expenses in the near future, but not immediately. For Tier 
II, investors can afford to take on a small amount of mar-
ket and liquidity risk, but strictly limit credit and counter-
party risks. For instance, fixed-term deposits, savings 
accounts, or money market funds may be appropriate 
here, allowing investors to earn a higher yield in exchange 
for sacrificing some liquidity.

• Tier III (Investment cash): Investments dedicated to 
finance medium-term spending (generally, years 3–5). 
Tier III solutions are the broadest category, with a variety of 
market, liquidity, and credit risk characteristics, but capital 
preservation—especially in environments that are poor for 
the stock market—is the priority. For example, investors 
may find it valuable to invest these funds in short-term cor-
porate bonds from highly rated issuers or select structured 
investments with capital preservation characteristics. When 
considering investments with credit or counterparty risk—
such as investing in lower-rated short-term corporate bonds 
or depositing at lower-rated banks—we recommend exer-
cising caution. After all, these funds may need to be sold 
for spending during a bear market (a deep and long-lasting 
decline in stock prices)—in which case the investor may not 
have the intrinsic “patience” to take advantage of these 
investments’ potentially higher returns.

Year 1 Year 2 Year 3

Bonds aligned with planned withdrawals, accounting for inflation

Year 4 Year 5Maturing

A bond ladder aligns cash flows with planned
withdrawals

Figure 16

Bond/CD ladder illustration

Source: UBS. For illustration purposes.

Taking on additional credit and interest rate risk
may help enhance income potential

Figure 17

Source: UBS. For illustration purposes.
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Borrowing strategies
During bear markets, tapping into borrowing capacity can be 
a useful “Plan B” instead of selling Longevity strategy assets. 
If the Liquidity strategy’s assets are depleted before the mar-
ket has fully recovered its losses, mortgages, home equity 
loans, and security backed lines of credit can provide cash 
flow for spending, allowing a family to maintain their lifestyle. 
Borrowing strategies can be an attractive option in long-last-
ing bear markets because the Federal Reserve has historically 
cut interest rates during most bear markets to help the econ-
omy recover more quickly; this means that tapping loans at 
this stage of the economic cycle may incur lower interest 
costs. 

Borrowing strategies can also be a valuable resource during 
bull markets. Funding a portion of the Liquidity strategy with 
untapped borrowing capacity allows more of the investment 
assets to be invested in the Longevity strategy portfolio 
instead of low-risk Liquidity strategy portfolio assets, reduc-
ing the “cash drag” of the Liquidity strategy during bull 
markets. 

When setting aside borrowing capacity for a family’s Liquidity 
strategy, it’s important to focus on the portion of their loan 
capacity that can be tapped safely—without triggering a 
margin call—during a bear market. In general, we find that 
diversified balanced portfolios could have supported a securi-
ties-backed loan-to-value ratio of about 15–20%, even dur-
ing the worst bear markets in history, with a negligible risk of 
triggering a margin call.21

Implementation
Follow these steps to build a Liquidity strategy to meet your 
short-term cash flow needs:

1.  Evaluate your short-term cash-flow needs by comparing 
reliable income to expected expenses over the next 
3–5 years, choosing a time horizon that reflects the time 
that it will likely take your Longevity strategy to fully 
recover from a market disruption. Add further funds to 
reflect emergency fund resources that may be needed 
due to unforeseen expenses and/or the risk of an interrup-
tion to income.

2.  Consider your appetite for liquidity, market, and credit 
risks, as well as your currency and country-risk exposure. 
Using these insights—and applying the principle of diver-
sification across different solutions, tenors, and issuers—
invest the Liquidity strategy portfolio using a core-satellite 
approach to reflect to your needs and preferences.

3.  Refill your Liquidity strategy periodically, taking care to 
reflect changes to your expected portfolio withdrawals, 
such as income from Social Security that will reduce the 
need to fund spending from the portfolio. We recom-
mend refilling the Liquidity strategy annually, but pausing 
this process—and allowing your Liquidity strategy to be 
depleted by spending—when markets are experiencing a 
significant disruption, such as a bear market. This will 
help keep you from being forced to lock in otherwise-
temporary losses in your long-term investment portfolio.
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Longevity strategy

Your Longevity strategy contains the assets and resources for 
your family’s lifetime goals and objectives.

Purpose Provide consistent growth and income to 
provide cash flow for lifetime spending needs 
and manage longevity risk

Sizing A stressed portfolio performance scenario ap-
proach aiming to achieve lifetime goals with 
a high probability of meeting personal needs 
over your lifetime

Investment objectives Primary goal of growth, with a secondary 
objective of income

Assets and resources Retirement accounts, pensions, personal 
residence, annuities, Social Security, disability 
insurance, and long-term care insurance.

Investment approach Well-diversified portfolio focused on 
consistent growth and income

Risk factors Probability of success, funding ratio, shortfall 
risk, longevity risk

Defining your “Why”

To help define your Longevity strategy consider the fol-
lowing questions:

• What do you want retirement to look and feel like?
• What do you want your wealth to do for you and your 

family?
• Do you have any assets earmarked for specific financial 

goals?
• What concerns, if any, do you have about your current 

investment strategy?
• How important is having  guaranteed income to meet 

some or all your retirement expenses?

Purpose
The Longevity strategy focuses on meeting your financial 
goals over your lifetime. Its aim is to invest in a way that gives 
you a high probability of achieving those objectives. Here, risk 
is measured in terms of shortfall risk—the likelihood of not 
meeting your investment goals or outliving your wealth.

Strategy
When building your Longevity strategy portfolio, two impor-
tant questions to ask are: “How should you invest?” and 
“How much risk should you take?” Your investment approach 
should reflect your goals, resources, and expected cash flows, 
as well as your investment preferences and risk tolerance. 

Your Longevity strategy can be funded with investment assets 
as well as any other resources that can contribute cash flows 
to help you achieve your goals. For example, if you plan to 
use your residential home to generate rental income or sell it 
for a lump sum, these expected cash flows should be fac-
tored into your Longevity strategy. 

During your working years, your human capital can be fac-
tored in by adding your expected salary income over the fore-
seeable future. A sensitivity analysis can help you understand 
how your plan might be affected by employment fluctuations 
or interruptions, and help you identify the disability and life 
insurance coverage that you will need to protect your family 
against these risks. 

We recommend that you review your Longevity strategy 
annually so that you can adapt your strategy for any changes 
in your circumstances or goals. For example, you may want to 
increase your insurance coverage to account for a higher 
income, or change where you are directing your retirement 
savings to manage your income tax bracket.

Sizing
When considering how many funds you need to meet your 
lifetime spending goals, we recommend setting aside enough 
resources to protect against the risk of poor investment 
returns. 

We measure shortfall risk using a detailed financial simulation 
that considers your planned expenses and thousands of pos-
sible market scenarios (a so-called “Monte Carlo” analysis) to 
help ensure your plan will succeed. We cite four key variables 
to consider when building and evaluating your financial 
plan:22

#1: Time horizon
The first aspect to consider when determining the durability 
of your savings is the duration of your retirement. How early 
are you planning to retire, and how long will you and your 
spouse live? 
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In the past, it was common for financial planners to recom-
mend planning for a 30-year retirement. However, looking at 
actuarial data, there is a nearly 50% chance one partner in a 
male/female 60 year old couple could live well into their 90s 
and a 5% chance that at least one partner will make it to 
their 100s (Figure 18). 

With this in mind, we typically recommend planning for a 
40-year retirement if you are in your early to mid 60s. If you 
are very healthy, have a younger spouse, have a history of 
long-lived relatives, or plan to retire earlier, you may want to 
assume an even longer retirement period. 

Generally, we find that investors need 25 to 30 times their 
first year spending amount to sustain 40 years of withdrawals 
during retirement (see Figure 19).

Since each family faces unique financial situation and spend-
ing needs, we recommend running a personal analysis with 
your financial advisor to properly size your Liquidity and 
Longevity strategy portfolios.

#2: Spending and inflation assumptions
When forecasting spending, one simplistic approach is to 
take your current budget and apply a single inflation rate to 
account for how this spending will change over time. While 
this approach can be a good starting point, the truth is that 
economy-wide inflation measures such as the Consumer Price 
Index (CPI) are very unlikely to accurately describe most fami-
lies’ spending changes from year to year, especially as they 
move through retirement. 
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Age

Source: UBS, Social Security Administration Period Life Table 2019,
as used in the 2022 Trustees Report
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Figure 19

Will your savings be enough to fund your portfolio withdrawals?
Estimated wealth-to-withdrawal multiples (top table) and sustainable withdrawal rates (bottom table) targeting an 85% probability of success, depending on time horizon and 
Longevity strategy risk profile

Risk profile Conservative Moderately Conservative Moderate Moderately Aggressive Aggressive

Years

20 18.1x 17.6x 17.4x 17.5x 17.5x

30 24.7x 23.5x 22.9x 22.6x 22.4x

40 29.7x 27.6x 26.4x 25.4x 25.1x

50 34.0x 31.1x 29.4x 28.2x 27.6x

Risk profile Conservative Moderately Conservative Moderate Moderately Aggressive Aggressive

Years

20 5.5% 5.7% 5.7% 5.7% 5.7%

30 4.1% 4.2% 4.4% 4.4% 4.5%

40 3.4% 3.6% 3.8% 3.9% 4.0%

50 2.9% 3.2% 3.4% 3.5% 3.6%

Assumes a portfolio comprised of a 3-year Liquidity strategy portfolio holding 50% US cash and 50% US fixed income and a Longevity strategy invested in a Strategic Asset Allocation (SAA) 
for non-taxable investors. Also assumes that spending increases by 2.4% p.a. to preserve purchasing power. All risk and return characteristics are based on UBS’s 2024 equilibrium CMAs. 
For details, see “2024 Capital Market Assumptions Update” published February 2024.
Source: UBS
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When we look at retirees’ spending, we see a few patterns 
that can inform a more accurate spending forecast:

1.  From early to mid retirement, families’ spending tends to 
rise more slowly than broad economic inflation, as families 
transition from an active early retirement lifestyle in their 
60s to a more sedentary lifestyle in their 80s. This is par-
tially due to falling spending on the vacation and housing 
categories.

2.  For families in late retirement, spending tends to rise more 
quickly than broad economic inflation as healthcare costs 
become a larger share of spending and this category 
experiences faster rates of inflation. 

To fully account for your retirement spending, rather than 
applying one constant inflation rate to your entire budget, we 
recommend the following:

• Don’t assume that all expenses will always increase by 
inflation.

• Be as specific as possible when developing goals for your 
financial plan. 

• Pay attention to the impact of health care expenses 
throughout retirement and potential long-term care costs 
in the second half of retirement. These costs often rise 
more quickly than broad economic inflation.

• Think of your retirement in phases to improve estimates of 
future expenses. 

• Plan for some drop in spending as you move into 
mid-retirement.

#3: Investment strategy
Prior to retirement—when the Longevity strategy represents 
the bulk of a family’s assets, and your family is actively saving 
into their investment portfolio—an Aggressive or All-equity 
portfolio may be the most effective at building wealth for 
retirement.

As you approach retirement, we generally recommend reduc-
ing your Longevity strategy portfolio’s risk to generate more 
consistent growth and income and mitigate drawdown risk. 
Here are some key considerations:

• Risk profile. Investing in a too-conservative Longevity 
strategy would require your family to dedicate more assets 
to their lifetime spending needs, while a too-aggressive 
portfolio would increase the chance of a sustained draw-
down. Choosing the wrong risk profile could require your 
family to delay retirement, cut spending, or curtail inheri-
tance and philanthropy objectives. It’s important to work 
with your financial advisor to find a risk profile that 

efficiently meets your lifetime spending needs, as evalu-
ated using a comprehensive financial plan, and suits your 
risk tolerance so that you can stay invested through market 
cycles.

• Annuities. We estimate that annuities can boost a 
Longevity strategy’s sustainable spending level by about 
7% to 19% when used as a complement to a balanced 
portfolio, with a greater improvement accruing to families 
who are targeting a higher probability of success.23 
Because adding annuities can allow you to meet your life-
time spending needs with fewer Liquidity strategy and 
Longevity strategy assets, more of your portfolio can be 
allocated to the Legacy strategy and invested for maximiz-
ing growth potential. 

• Insurance. During your working years, disability and life 
insurance policies can help protect your family against the 
risk that your earnings power will be damaged. In retire-
ment, long-term care insurance can help protect your fam-
ily against the risk that you or your spouse will need costly 
long-term care services. Other types of insurance are valu-
able throughout your lifetime at protecting your assets and 
managing the risk of unexpected out-of-pocket expenses. 

• Borrowing strategies. Looking at data from the Survey 
of Consumer Finances, most families use debt during their 
working years (e.g., to pay for college, buy a home, and to 
build credit), but it’s quite common for families to pay off 
their debt in retirement.24 As a result, many families enter 
retirement with significant home equity and untapped bor-
rowing potential. Borrowing strategies such as mortgages 
and securities-backed lines of credit can help you tap into 
these resources as a way to fund the Liquidity strategy (as 
a temporary “bridge loan”), to help you manage taxes (by 
providing cash flow as an alternative to realizing capital 
gains taxes), to boost your return potential (by borrowing 
to apply portfolio leverage), or to enhance diversification 
(by taking a loan to invest in diversifying investments that 
complement your concentrated positions). 

• Sustainable investing. For investors who want to pursue 
their financial return goals, along with their social and 
environmental objectives—in other words, investing for 
returns and for sustainability—there are a few options. 
First, the UBS House View Sustainable Investing (SI) 
Strategic Asset Allocations (SAAs) can be used to build a 
100% sustainable diversified investment portfolio with 
diversified exposure to strategies with distinct and explicit 
SI purpose as well as expected volatility-adjusted returns 
comparable to traditional portfolios over the long run.25 
Alternatively, you could choose to use sustainable building 
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blocks to complement your existing portfolio. For example, 
sustainability-focused themes such as Energy transition(s) 
and Oncology can help capture the upside driven by 
 long-term trends, while ESG leader strategies can help 
introduce companies that are best performers at managing 
their ESG risks. These are often the type of high-quality 
companies that form the core of any diversified portfolio.

• Alternative investments. In addition to hedge funds, 
adding a modest allocation to private markets (30% or less) 
can help to enhance the Longevity strategy’s return poten-
tial—and potentially improve your sustainable withdrawal 
rate—without compromising on portfolio diversification or 
incurring liquidity risks. Click here to learn more. 26

• Structured investments. Structured investments are a 
potential solution for helping your family to invest with 
greater certainty while holding onto as much return poten-
tial as possible. Some structured investments can help to 
provide explicit capital preservation characteristics, and 
potentially enhance the consistency of your Longevity 
strategy portfolio’s growth and income potential.27 

#4: Targeted probability of success
Most wealth planning simulations run your family’s planned 
contributions and withdrawals through hundreds or thou-
sands of possible market scenarios to evaluate the risk that 
you will outlive your savings. These simulations tend to make 
a few key assumptions that can overstate the risk of failure:

1.  Spending inflexibility. Simulations usually assume that 
you and your family will not be able to adjust spending 
along the way. This may be true if all your budget items 
represent “Needs,” but many families have “Wishes” and 
“Wants” in their retirement goals and would be willing to 
reduce or postpone some of their spending—especially 
during bear markets—in exchange for greater spending 
power in the future.

2.  Sequence of returns risk. Simulations assume that you 
will always sell risk assets to fund spending during a bear 
market. We recommend fully funding your Liquidity strat-
egy during bull markets, but allowing it to be depleted 
during bear markets. As illustrated earlier, in the 
“Managing bear market risk” section, this “dynamic refill-
ing” strategy—which isn’t accurately modeled in most 
simulations—can reduce “bear market damage” and help 
to prevent the portfolio from being prematurely depleted.

3.  Longevity risk. As noted in the “Time horizon” section 
above, there is no guarantee that you will live for the 
entire duration of your planned retirement period. 
Planning simulations will follow your mortality assump-
tions, rather than simulating your mortality along with 
investment returns. We recommend planning that at least 
your or your spouse will live to age 100 for the purpose of 
these simulations; if your financial plan shows that your 
Liquidity and Longevity strategy resources are likely to fail 
due to a scenario where you live longer than life expec-
tancy, annuities will often be an efficient solution for 
managing this longevity risk, rather than cutting your 
spending in early retirement or overfunding your Liquidity 
and Longevity strategy assets, thus forgoing growth 
potential in your Legacy strategy.

4.  Inaccessible Legacy strategy. In simulations, the “prob-
ability of success” measures the likelihood that your family 
can fund your lifetime goals solely with your Liquidity and 
Longevity strategy assets. For scenarios that include a 
starting allocation to the Legacy strategy, the simulation 
will assume that your Legacy strategy assets are com-
pletely untouchable. That could very well be the case, if 
you plan to irrevocably gift all your Legacy strategy assets 
(which may be a prerequisite for some trust and estate 
planning strategies). On the other hand, if you keep some 
of your Legacy strategy assets in your own name, or retain 
the right to access these assets, then the simulation’s 
“Probability of success” may overstate the risk of failure. 
After all, many families’ Legacy strategy assets will have 
ample time to grow substantially by the time their 
Liquidity and Longevity strategy assets are depleted. For 
example, in the portfolio targeting an 85% probability of 
success in Figure 10 (in the “Improved performance com-
pared to other approaches” section), it took about 
27 years before the Liquidity and Longevity strategy assets 
were depleted in more than 1% of the simulation trials.

These assumptions can have a significant impact on the simu-
lation results. Therefore, we generally recommend aiming for 
an 85% probability of success for most families. In our analy-
sis, an 85% probability of success usually provides enough 
funding to substantially address sequence of return risks 
while keeping the portfolio from being invested too conser-
vatively and thus missing opportunities to generate growth.

If your family has more spending flexibility—meaning that 
you are willing and able to cut spending during periods of 
poor market returns—you may be able to target a lower 

https://secure.ubs.com/public/api/v2/investment-content/documents/IrCbPFObT0Xa8nkZCNyfIQ?apikey=Y8VdAx8vhk1P9YXDlEOo2Eoco1fqKwDk
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probability of success. On the other hand, if your family’s 
spending needs are inflexible, you should consider increasing 
your allocation to guaranteed income sources such as annui-
ties to improve your probability of success. You can also 
choose to set aside more Longevity strategy resources, but 
this can be quite expensive, especially if you are targeting a 
high probability of success (see Figure 20).

Implementation
Follow these steps to build a Longevity strategy to meet your 
lifetime goals:

1.  Assess how much you plan to spend in retirement, and 
take stock of your reliable income sources, such as Social 
Security, annuity, and pension income. 

2.  Consider any non-market risks that may impact your 
retirement strategy, such as unexpected long-term care 
expenses or outliving your life expectancy and incorporate 
these risks into your financial plan. 

3.  Determine which resources you plan to tap for funding 
your retirement spending—and which assets you will ear-
mark for inheritance and philanthropy objectives—bear-
ing in mind your assets’ tax and liquidity characteristics.28 

4.  Work with your financial advisor to determine how much 
wealth you will need to fund the net cash flows from your 
portfolio over the course of your lifetime with a high 
probability of success (i.e., 85%) given possible market 
outcomes. 

5.  Evaluate potential adjustments that could help you to 
improve your financial plan, such as modifying your 
planned spending, adjusting your Longevity strategy risk 
profile, or boosting your reliable income by increasing 
your allocation to annuities. 

6.  Revisit your Longevity strategy annually, incorporating any 
changes to your goals and priorities. All things being 
equal, you will be able to move some excess funds from 
your Longevity strategy to your Legacy strategy as you 
move through retirement. 
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more assets or a lower withdrawal rate

Figure 20

Sustainable withdrawal rate (in %, lhs)
Wealth-to-withdrawal ratio (in x, rhs)

Note: Assumes a portfolio comprised of a 3-year Liquidity strategy portfolio holding 50%
US cash and 50% US fixed income and a Longevity strategy invested in a Moderately
Aggressive risk Strategic Asset Allocation (SAA) for non-taxable investors. Also assumes
that spending increases by 2.4% p.a. to preserve purchasing power. All risk and return
characteristics are based on UBS’s 2024 equilibrium CMAs.
For details, see “2024 Capital Market Assumptions Update” published February 2024.
Source: UBS

Sustainable withdrawal rate (lhs) and Wealth-to-withdrawal Multiple (rhs) for a 
40-year retirement period
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Legacy strategy

Your Legacy strategy represents your family’s surplus wealth; 
the funds that can be used for the benefit of others

Purpose Tax-efficient bequests, multi-generational 
wealth, philanthropy, and other legacy or 
estate planning purposes

Sizing Excess wealth that isn’t needed for lifetime 
goals

Investment objectives Maximize after-tax growth and intergenera-
tional transfer potential

Assets and resources Life insurance, real estate, irrevocable trusts, 
Roth IRAs & 401(k)s, highly appreciated stocks, 
donor advised funds, and foundations

Investment approach Endowment-style portfolio with a high alloca-
tion to risk assets

Risk factors Opportunity cost, estate and inheritance taxes

Defining your “Why”

To help define your Legacy strategy consider the follow-
ing questions:

• How do you want to be remembered?
• What does a successful legacy look like?
• What would you like to do for your family or 

community?
• How do you feel about transferring wealth to your 

children or the next generation?
• Does your current estate plan reflect these wishes?

Purpose
A Legacy strategy allows you to focus on goals that extend 
beyond your own lifetime. By separating these resources from 
the rest of your portfolio, you can invest them to maximize 
growth for future generations and philanthropic causes. You 
can also use your Legacy strategy to reflect your passions and 
values, ensuring that they will live on for generations to 
come.

Strategy
Once your Liquidity and Longevity strategies are adequately 
funded, you can confidently earmark your remaining wealth 
for goals that go beyond your lifetime. 

Your Legacy strategy should include any assets that you don’t 
intend to sell to fund lifetime spending. For many families, the 
best assets to earmark for the Legacy strategy are those that 
are illiquid, have a large unrealized capital gain, or have more 
sentimental value.

When compared to the rest of your portfolio, your Legacy 
strategy assets are much less impacted by traditional risk 
management considerations. For example, “sequence of 
return” risk is largely irrelevant, because the Legacy strategy 
is unencumbered from cash flows for spending needs. Where 
a sustained drawdown can cause the Liquidity and Longevity 
strategies to be prematurely depleted, the Legacy strategy 
will typically be able to take advantage of market pullbacks. 

As a result, your Legacy strategy can be invested in a higher-
risk portfolio that aims to maximize after-tax growth 
potential. 

Here are some key considerations:

• Trust and estate strategies. Gift and estate taxes, inher-
itance taxes, and generation skipping taxes can be signifi-
cant hurdles to passing wealth across generations. 
Effectively managing these taxes with a comprehensive 
trust and estate strategy—including lifetime gifts, not just 
end-of-life bequests—can significantly enhance the 
amount of after-tax wealth that can be transferred across 
generations and ensure that your wealth is distributed to 
across all your beneficiaries according to your intentions.29

• Life insurance. There is generally no tax on the dividends, 
interest, and capital gains that are generated by invest-
ments within a life insurance policy, which allows for tax-
deferred growth during the life of the insured individual(s). 
This can be especially useful for mitigating the tax cost of 
owning investments with a high tax drag—such as corpo-
rate bonds, hedge funds, and private credit funds—and 
for actively managed strategies with a high level of turn-
over.* The death benefit paid to life insurance policy ben-
eficiaries is also generally income tax-free. Especially if 
owned outside of your taxable estate—for example, in an 
irrevocable trust—life insurance can be a useful tool to 
provide liquidity to your heirs, allowing you to more effec-
tively preserve and transfer wealth across generations.

*  Carbone, A., Scansaroli, D., Waring, J., & Williams, K. (2023). Private placement 
strategies: Tax-efficiency for alternative investments. UBS Wealth Way. UBS.  
Note: To purchase a private placement life insurance policy, you must be a Qualified 
Purchaser and an Accredited Investor.
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• Borrowing strategies. Borrowing strategies can be incor-
porated to enhance the returns of your Legacy strategy. 
Although not without risk, taking a loan against your 
Legacy strategy and reinvesting the proceeds may help to 
enhance the portfolio’s yield and return potential. A well-
diversified balanced portfolio with leverage may offer a 
superior risk/return profile than an unleveraged portfolio 
with a higher allocation to stocks. Borrowing can also help 
to add diversification to a concentrated stock position, 
defer realizing capital gains, or fund intrafamily gifts as a 
part of a trust and estate planning strategy. 

• Collectibles. If you want family heirlooms and art collec-
tions to stay in your family, you should make sure that you 
leave them for family members who can afford to maintain 
them and will derive enjoyment from them.

• Charitable giving. If philanthropy is also part of your 
Legacy strategy, you can help make your charitable gifts 

go further by putting funds to work in a donor-advised 
fund (DAF) or private foundation, where they can be 
invested to grow tax-free before they are granted or 
donated. When implemented correctly, charitable gifts can 
help to reduce your taxable income, reduce your gift and 
estate tax obligations, and make a positive impact on the 
people and causes that you support.30

• Private markets. With a longer time frame, less emphasis 
on day-to-day volatility, and a lower need to meet ongoing 
cash flows, your Legacy strategy assets represent “patient 
capital” that can get the most out of private markets, such 
as private equity, infrastructure, private credit, and real 
estate. In our view, private markets can help boost return 
potential and enhance risk-adjusted returns, as shown in 
Figure 21. To preserve diversification and flexibility, we rec-
ommend allocating up to 40% of the portfolio to illiquid 
investments in your Legacy strategy portfolio, mirroring insti-
tutional investors' asset allocations, as shown in Figure 22.

Historically, alternatives have helped to improve a portfolio’s risk / return profile

Figure 21

Note: The “without alternatives” portfolios are based on a simple benchmark blend of US municipal bonds & global equities;
the “with alternatives” portfolios are based on the UHNW Strategic Asset Allocations.
Source: Bloomberg, Cambridge Associates, UBS. Quarterly data covers period from 01 Oct 2008 to 30 Sept 2023.
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• Thematic investment strategies. Long-term thematic 
investing strategies—which aim to tap into structural 
trends, including population growth, aging, technology, 
and urbanization—can help to boost the portfolio’s return 
potential. 

• Sustainability and impact investing. Sustainable 
Investing (SI) solutions can help you to reflect your values 
and to make a lasting positive impact in your community. 
The Legacy strategy’s inherently long time horizon also 
opens potential opportunities in impact-oriented invest-
ments—such as private equity or venture capital solutions 
in sustainable industries like health care or education tech-
nology—where it is easier to drive measurable change 
than similar public market investments. These approaches 
can also be a great way to engage your children and 
grandchildren.

• Structured investments. Structured investments can 
help you to enhance your portfolio’s return and income 
potential, while mitigating the portfolio’s tail risk. 
Structured investments are also a way to take advantage 
of the Legacy strategy’s long investment time horizon; 
buying longer-dated structured investments can often lead 
to more attractive terms, such as upside leverage, upside 
participation, and coupon rates. Longer-dated structured 
investments also benefit from the longer time horizons’ 
lower risk of losses (see Figure 6, on page 10).

Implementation
Follow these steps to build and manage a Legacy strategy to 
meet the goals that go beyond your lifetime:

1.  Identify your goals for inheritance and philanthropy, con-
sidering the values and causes that are important to you 
and your family.

2.  Identify the assets you will use to fund your lifetime 
spending objectives, and which assets you plan to ear-
mark for inheritance and philanthropy goals.

3.  Ensure that you are confident that you have identified and 
accounted for all your lifetime goals—and that your 
Liquidity and Longevity strategy assets are fully funded for 
meeting these goals—before making any irrevocable gifts.

4.  Develop a comprehensive philanthropic plan and update 
your estate plan—including wills, trusts, and other legal 
documents—to ensure your assets will be distributed 
according to your wishes.

5.  Work with your financial advisor, tax advisor, and estate 
planning attorney to implement a trust and estate strat-
egy that manages estate and inheritance taxes and helps 
you to achieve your inheritance and philanthropy goals.

6.  Create a succession plan to minimize family conflict, 
ensure a smooth transfer of assets, and engage your heirs 
in investment decisions to prepare them for managing the 
inherited wealth responsibly. Begin conversations with 
family members and other beneficiaries to explain your 
estate plan and the motivation behind your decisions.

7.  Regularly review and update your Legacy strategy to 
incorporate any changes in your circumstances, goals, or 
market conditions, ensuring it remains aligned with your 
long-term objectives.

Legacy strategy assets represent “patient capital” 
that can get the most out of private markets

Source: 2023 NACUBO-Commonfund Study of Endowments, which surveyed 
688 institutions with an average AUM of $1.2 billion. Average represents an 
equal-weight to each surveyed institution.
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Figure 22
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Timeframes may vary. Strategies are subject to individual client goals, objectives, and suitability. This approach is not a promise or guarantee that wealth, 
or any financial results, can or will be achieved.

 Conclusion

Based on our analysis and observation, we believe that the 
UBS Wealth Way approach is highly effective for managing 
family wealth. We’ve made a technical and behavioral case 
for the approach in this report, but our practical experience 
has provided additional evidence.

Over the last decade, we’ve used the UBS Wealth Way 
approach to help hundreds of families.  By adopting the 
framework, many families have realized that their Legacy 
strategy—previously undefined—deserved the bulk of their 
attention. Many other families uncovered opportunities to 
change their asset allocation, add life insurance or annuities, 
or update their trust and estate strategy to better align their 
portfolio with their objectives. 

Ultimately, our goal is straightforward: To help families under-
stand how their assets can best be used to meet their objec-
tives. It’s a purpose-driven approach to wealth management. 
What should you do to maintain your current lifestyle? What 
should you do to improve your lifestyle? What should you do 
to improve the lives of others? The UBS Wealth Way 
approach provides the answers to those questions.
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Appendix

 Strategic Asset Allocation tables

SAA: Taxable with non-traditional assets SAA: Taxable without non-traditional assets

Conservative
Moderately 

Conservative Moderate
Moderately 
Aggressive Aggressive Conservative

Moderately 
Conservative Moderate

Moderately 
Aggressive Aggressive

Cash 2.0% 2.0% 2.0% 2.0% 2.0% 2.0% 2.0% 2.0% 2.0% 2.0%

Fixed Income 72.0% 54.0% 36.0% 19.0% 6.0% 81.0% 65.0% 48.0% 28.0% 11.0%

   US Fixed Income 70.0% 52.0% 34.0% 17.0% 6.0% 79.0% 63.0% 46.0% 26.0% 11.0%

      US Gov't FI (short) 12.0% 0.0% 0.0% 0.0% 0.0% 12.0% 0.0% 0.0% 0.0% 0.0%

      US Gov't FI (intermediate) 7.0% 2.0% 2.0% 2.0% 0.0% 7.0% 2.0% 2.0% 2.0% 0.0%

      US Gov't FI (long) 0.0% 0.0% 0.0% 0.0% 3.0% 0.0% 0.0% 0.0% 0.0% 5.0%

      US Municipal FI (short) 28.0% 20.0% 7.0% 0.0% 0.0% 32.0% 24.0% 11.0% 0.0% 0.0%

      US Municipal FI (intermediate) 19.0% 20.0% 18.0% 6.5% 0.0% 24.0% 25.0% 22.0% 11.0% 0.0%

      US Municipal FI (long) 0.0% 6.0% 5.0% 6.5% 3.0% 0.0% 8.0% 9.0% 11.0% 6.0%

      US IG Corp FI 4.0% 2.0% 0.0% 0.0% 0.0% 4.0% 2.0% 0.0% 0.0% 0.0%

      US HY Corp FI 0.0% 2.0% 2.0% 2.0% 0.0% 0.0% 2.0% 2.0% 2.0% 0.0%

   Int'l Fixed Income 2.0% 2.0% 2.0% 2.0% 0.0% 2.0% 2.0% 2.0% 2.0% 0.0%

      EM FI (Hard) 1.0% 1.0% 1.0% 1.0% 0.0% 1.0% 1.0% 1.0% 1.0% 0.0%

      EM FI (Local) 1.0% 1.0% 1.0% 1.0% 0.0% 1.0% 1.0% 1.0% 1.0% 0.0%

Equity 16.0% 31.0% 49.0% 69.0% 87.0% 17.0% 33.0% 50.0% 70.0% 87.0%

   US Equity 11.0% 18.0% 28.0% 39.0% 47.0% 11.0% 20.0% 28.0% 40.0% 47.0%

      US Large cap growth 4.0% 6.5% 10.0% 14.0% 16.0% 4.0% 7.0% 10.0% 14.0% 16.0%

      US Large cap value 4.0% 6.5% 10.0% 14.0% 16.0% 4.0% 7.0% 10.0% 14.0% 16.0%

      US Mid cap 2.0% 3.0% 5.0% 7.0% 9.0% 2.0% 4.0% 5.0% 8.0% 9.0%

      US Small cap 1.0% 2.0% 3.0% 4.0% 6.0% 1.0% 2.0% 3.0% 4.0% 6.0%

   International Equity 5.0% 13.0% 21.0% 30.0% 40.0% 6.0% 13.0% 22.0% 30.0% 40.0%

      Int'l Developed Markets 5.0% 10.0% 15.0% 21.0% 28.0% 6.0% 10.0% 16.0% 21.0% 28.0%

      Emerging Markets 0.0% 3.0% 6.0% 9.0% 12.0% 0.0% 3.0% 6.0% 9.0% 12.0%

Non-traditional 10.0% 13.0% 13.0% 10.0% 5.0% 0.0% 0.0% 0.0% 0.0% 0.0%

      Hedge Funds 10.0% 13.0% 13.0% 10.0% 5.0% 0.0% 0.0% 0.0% 0.0% 0.0%

      Private Equity 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

      Private Real Estate 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Note: The estimated risk and returns of the allocations are provided for illustrative purposes only and are based on UBS’s Capital Market Assumptions (“CMAs “) for each of 
the asset classes in the allocation. The CMAs are UBS’s estimated risk and return assumptions for various asset classes and are based on our proprietary methodology. The 
CMAs are not guaranteed, do not represent the return or risk of a particular security, investment, portfolio or strategy, and do not take into consideration the fees, costs or 
charges associated with any particular product, investment, portfolio or strategy. Actual performance can differ, perhaps significantly, from the results shown. 
Asset allocation does not assure profits or prevent against losses from an investment portfolio or accounts in a declining market.  
See Important Information and Disclosures section, Wealth Management USA Asset Allocation Committee and the UBS Capital Market Assumptions and Strategic Asset 
Allocation Models, for more information.
Source: UBS Wealth Management USA Asset Allocation Committee, as of February 5, 2024
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SAA: Non-taxable with non-traditional assets SAA: Non-taxable without non-traditional assets

Conservative
Moderately 

Conservative Moderate
Moderately 
Aggressive Aggressive Conservative

Moderately 
Conservative Moderate

Moderately 
Aggressive Aggressive

Cash 2.0% 2.0% 2.0% 2.0% 2.0% 2.0% 2.0% 2.0% 2.0% 2.0%

Fixed Income 73.0% 54.0% 36.0% 20.0% 6.0% 81.0% 65.0% 48.0% 28.0% 11.0%

   US Fixed Income 67.0% 48.0% 30.0% 15.0% 6.0% 74.0% 58.0% 42.0% 25.0% 11.0%

      US Gov't FI (short) 22.0% 12.0% 4.0% 0.0% 0.0% 22.0% 12.0% 5.0% 0.0% 0.0%

      US Gov't FI (intermediate) 15.0% 12.0% 10.0% 4.0% 0.0% 16.0% 12.0% 10.0% 4.0% 0.0%

      US Gov't FI (long) 0.0% 4.0% 3.0% 4.0% 6.0% 0.0% 4.0% 4.0% 4.0% 6.0%

      US Municipal FI 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

      US IG Corp FI 24.0% 15.0% 8.0% 2.0% 0.0% 30.0% 24.0% 17.0% 12.0% 5.0%

      US HY Corp FI 6.0% 5.0% 5.0% 5.0% 0.0% 6.0% 6.0% 6.0% 5.0% 0.0%

   Int'l Fixed Income 6.0% 6.0% 6.0% 5.0% 0.0% 7.0% 7.0% 6.0% 3.0% 0.0%

      EM FI (Hard) 3.5% 3.5% 4.0% 3.5% 0.0% 4.5% 4.5% 4.0% 1.5% 0.0%

      EM FI (Local) 2.5% 2.5% 2.0% 1.5% 0.0% 2.5% 2.5% 2.0% 1.5% 0.0%

Equity 14.0% 29.0% 47.0% 67.0% 87.0% 17.0% 33.0% 50.0% 70.0% 87.0%

   US Equity 9.0% 17.0% 26.0% 36.0% 46.0% 11.0% 19.0% 28.0% 37.0% 46.0%

      US Large cap growth 3.0% 6.0% 10.0% 13.0% 16.0% 4.0% 7.0% 10.0% 13.0% 16.0%

      US Large cap value 3.0% 6.0% 10.0% 13.0% 16.0% 4.0% 7.0% 10.0% 13.0% 16.0%

      US Mid cap 2.0% 3.0% 4.0% 6.0% 8.0% 2.0% 3.0% 5.0% 7.0% 8.0%

      US Small cap 1.0% 2.0% 2.0% 4.0% 6.0% 1.0% 2.0% 3.0% 4.0% 6.0%

   International Equity 5.0% 12.0% 21.0% 31.0% 41.0% 6.0% 14.0% 22.0% 33.0% 41.0%

      Int'l Developed Markets 5.0% 9.0% 15.0% 22.0% 29.0% 6.0% 10.0% 16.0% 24.0% 29.0%

      Emerging Markets 0.0% 3.0% 6.0% 9.0% 12.0% 0.0% 4.0% 6.0% 9.0% 12.0%

Non-traditional 11.0% 15.0% 15.0% 11.0% 5.0% 0.0% 0.0% 0.0% 0.0% 0.0%

      Hedge Funds 11.0% 15.0% 15.0% 11.0% 5.0% 0.0% 0.0% 0.0% 0.0% 0.0%

      Private Equity 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

      Private Real Estate 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Note: The estimated risk and returns of the allocations are provided for illustrative purposes only and are based on UBS’s Capital Market Assumptions (“CMAs “) for each of 
the asset classes in the allocation. The CMAs are UBS’s estimated risk and return assumptions for various asset classes and are based on our proprietary methodology. The 
CMAs are not guaranteed, do not represent the return or risk of a particular security, investment, portfolio or strategy, and do not take into consideration the fees, costs or 
charges associated with any particular product, investment, portfolio or strategy. Actual performance can differ, perhaps significantly, from the results shown. 
Asset allocation does not assure profits or prevent against losses from an investment portfolio or accounts in a declining market.  
See Important Information and Disclosures section, Wealth Management USA Asset Allocation Committee and the UBS Capital Market Assumptions and Strategic Asset 
Allocation Models, for more information.
Source: UBS Wealth Management USA Asset Allocation Committee, as of February 5, 2024
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SAA: Taxable US-Focused Investor SAA: Non-taxable US-Focused Investor

Conservative

Moderately 
Conservative Moderate

Moderately 

Aggressive Aggressive Conservative

Moderately 

Conservative Moderate

Moderately 

Aggressive Aggressive

Cash 2.0% 2.0% 2.0% 2.0% 2.0% 2.0% 2.0% 2.0% 2.0% 2.0%

Fixed Income 81.0% 65.0% 48.0% 28.0% 11.0% 81.0% 65.0% 48.0% 28.0% 11.0%

   US Fixed Income 81.0% 65.0% 48.0% 28.0% 11.0% 81.0% 65.0% 48.0% 28.0% 11.0%

      US Gov't FI (short) 12.0% 0.0% 0.0% 0.0% 0.0% 22.0% 12.0% 5.0% 0.0% 0.0%

      US Gov't FI (intermediate) 7.0% 2.0% 2.0% 2.0% 0.0% 16.0% 12.0% 10.0% 4.0% 0.0%

      US Gov't FI (long) 0.0% 0.0% 0.0% 0.0% 5.0% 0.0% 4.0% 4.0% 4.0% 6.0%

      US Municipal FI (short) 32.0% 24.0% 11.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

      US Municipal FI (intermediate) 24.0% 25.0% 22.0% 11.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

      US Municipal FI (long) 0.0% 8.0% 9.0% 11.0% 6.0% 0.0% 0.0% 0.0% 0.0% 0.0%

      US IG Corp FI 6.0% 3.0% 2.0% 2.0% 0.0% 33.0% 27.0% 20.0% 13.0% 5.0%

      US HY Corp FI 0.0% 3.0% 2.0% 2.0% 0.0% 10.0% 10.0% 9.0% 7.0% 0.0%

Equity 17.0% 33.0% 50.0% 70.0% 87.0% 17.0% 33.0% 50.0% 70.0% 87.0%

   US Equity 14.0% 28.0% 42.0% 59.0% 74.0% 14.0% 28.0% 42.0% 59.0% 74.0%

      US Large cap growth 5.0% 10.0% 15.0% 21.0% 26.0% 5.0% 10.0% 15.0% 21.0% 26.0%

      US Large cap value 5.0% 10.0% 15.0% 21.0% 26.0% 5.0% 10.0% 15.0% 21.0% 26.0%

      US Mid cap 3.0% 5.0% 8.0% 11.0% 14.0% 3.0% 5.0% 8.0% 11.0% 14.0%

      US Small cap 1.0% 3.0% 4.0% 6.0% 8.0% 1.0% 3.0% 4.0% 6.0% 8.0%

   International Equity 3.0% 5.0% 8.0% 11.0% 13.0% 3.0% 5.0% 8.0% 11.0% 13.0%

      Int'l Developed Markets 3.0% 5.0% 8.0% 11.0% 13.0% 3.0% 5.0% 8.0% 11.0% 13.0%

Note: The estimated risk and returns of the allocations are provided for illustrative purposes only and are based on UBS’s Capital Market Assumptions (“CMAs “) for each of 
the asset classes in the allocation. The CMAs are UBS’s estimated risk and return assumptions for various asset classes and are based on our proprietary methodology. The 
CMAs are not guaranteed, do not represent the return or risk of a particular security, investment, portfolio or strategy, and do not take into consideration the fees, costs or 
charges associated with any particular product, investment, portfolio or strategy. Actual performance can differ, perhaps significantly, from the results shown.
Asset allocation does not assure profits or prevent against losses from an investment portfolio or accounts in a declining market.
See Important Information and Disclosures section, Wealth Management USA Asset Allocation Committee and the UBS Capital Market Assumptions and Strategic Asset 
Allocation Models, for more information.
Source: UBS Wealth Management USA Asset Allocation Committee, as of February 5, 2024



UBS Wealth Way: A purpose-based approach to managing your wealth 38

SAA: Yield-focused taxable investor SAA: Yield-focused non-taxable investor

Conservative
Moderately 

Conservative Moderate
Moderately 
Aggressive Aggressive Conservative

Moderately 
Conservative Moderate

Moderately 
Aggressive Aggressive

Cash 2.0% 2.0% 2.0% 2.0% 2.0% 2.0% 2.0% 2.0% 2.0% 2.0%

Fixed Income 68.0% 52.0% 34.0% 27.0% 10.0% 72.0% 56.0% 41.0% 33.0% 15.0%

   US Fixed Income 62.0% 41.0% 26.0% 21.0% 10.0% 63.0% 43.0% 26.0% 20.0% 10.0%

      US Gov't FI (short) 7.0% 4.0% 2.0% 0.0% 0.0% 23.0% 7.0% 2.0% 0.0% 0.0%

      US Gov't FI (intermediate) 4.0% 4.0% 2.0% 2.0% 0.0% 13.0% 8.0% 2.0% 2.0% 0.0%

      US Gov't FI (long) 0.0% 2.0% 2.0% 0.0% 3.0% 0.0% 4.0% 2.0% 2.0% 5.0%

      US Municipal FI 35.0% 21.0% 6.0% 6.0% 3.0% 0.0% 0.0% 0.0% 0.0% 0.0%

      US IG Corp FI 10.0% 2.0% 2.0% 2.0% 0.0% 17.0% 9.0% 5.0% 2.0% 0.0%

      US HY Corp FI 6.0% 8.0% 12.0% 11.0% 4.0% 10.0% 15.0% 15.0% 14.0% 5.0%

   Int'l Fixed Income 6.0% 11.0% 8.0% 6.0% 0.0% 9.0% 13.0% 15.0% 13.0% 5.0%

      EM FI (Hard) 6.0% 7.0% 5.0% 4.0% 0.0% 7.0% 9.0% 10.0% 8.0% 5.0%

      EM FI (Local) 0.0% 4.0% 3.0% 2.0% 0.0% 2.0% 4.0% 5.0% 5.0% 0.0%

Equity 8.0% 16.0% 24.0% 31.0% 52.0% 8.0% 16.0% 24.0% 30.0% 50.0%

   US Equity 5.0% 9.0% 13.0% 17.0% 26.0% 5.0% 9.0% 13.0% 16.0% 25.0%

   International Equity 3.0% 7.0% 11.0% 14.0% 26.0% 3.0% 7.0% 11.0% 14.0% 25.0%

Yield Assets 22.0% 30.0% 40.0% 40.0% 36.0% 18.0% 26.0% 33.0% 35.0% 33.0%

      Senior Loans 7.0% 7.0% 8.0% 6.0% 3.0% 6.0% 8.0% 7.0% 5.0% 4.0%

      Preferreds 7.0% 10.0% 12.0% 13.0% 8.0% 6.0% 9.0% 10.0% 10.0% 4.0%

      MLPs 4.0% 6.0% 11.0% 13.0% 15.0% 3.0% 5.0% 11.0% 12.0% 15.0%

      US Real Estate 4.0% 7.0% 9.0% 8.0% 10.0% 3.0% 4.0% 5.0% 8.0% 10.0%

Note: The estimated risk and returns of the allocations are provided for illustrative purposes only and are based on UBS’s Capital Market Assumptions (“CMAs “) for each of 
the asset classes in the allocation. The CMAs are UBS’s estimated risk and return assumptions for various asset classes and are based on our proprietary methodology. The 
CMAs are not guaranteed, do not represent the return or risk of a particular security, investment, portfolio or strategy, and do not take into consideration the fees, costs or 
charges associated with any particular product, investment, portfolio or strategy. Actual performance can differ, perhaps significantly, from the results shown. 
Asset allocation does not assure profits or prevent against losses from an investment portfolio or accounts in a declining market.  
See Important Information and Disclosures section, Wealth Management USA Asset Allocation Committee and the UBS Capital Market Assumptions and Strategic Asset 
Allocation Models, for more information.
Source: UBS Wealth Management USA Asset Allocation Committee, as of February 5, 2024
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SAA: Taxable investor with sustainable investments SAA: Non-taxable investor with sustainable investments

Conservative
Moderately 

Conservative Moderate
Moderately 
Aggressive Aggressive Conservative

Moderately 
Conservative Moderate

Moderately 
Aggressive Aggressive

Cash 2.0% 2.0% 2.0% 2.0% 2.0% 2.0% 2.0% 2.0% 2.0% 2.0%

Fixed Income 82.0% 60.0% 44.0% 25.0% 13.0% 82.0% 60.0% 44.0% 25.0% 13.0%

   MDB bonds 25.0% 10.0% 10.0% 8.0% 5.0% 40.0% 21.0% 13.0% 8.0% 5.0%

   Sustainable munis 40.0% 31.0% 21.0% 9.0% 5.0% 0.0% 0.0% 0.0% 0.0% 0.0%

   Green bonds 4.0% 6.0% 4.0% 2.0% 0.0% 14.0% 13.0% 10.0% 6.0% 0.0%

   ESG leaders corporate bonds 10.0% 10.0% 6.0% 3.0% 0.0% 25.0% 23.0% 18.0% 8.0% 5.0%

   ESG engagement HY bonds 3.0% 3.0% 3.0% 3.0% 3.0% 3.0% 3.0% 3.0% 3.0% 3.0%

Equity 16.0% 38.0% 54.0% 73.0% 85.0% 16.0% 38.0% 54.0% 73.0% 85.0%

   ESG thematic equities 6.0% 12.0% 18.0% 23.0% 24.0% 6.0% 12.0% 18.0% 23.0% 24.0%

   ESG leaders equities (US) 5.0% 8.0% 11.0% 15.0% 19.0% 5.0% 8.0% 11.0% 15.0% 19.0%

   ESG leaders equities (ex-US) 5.0% 6.0% 9.0% 14.0% 17.0% 5.0% 6.0% 9.0% 14.0% 17.0%

   ESG improvers equities 0.0% 4.0% 6.0% 8.0% 9.0% 0.0% 4.0% 6.0% 8.0% 9.0%

   ESG engagement equities 0.0% 8.0% 10.0% 13.0% 16.0% 0.0% 8.0% 10.0% 13.0% 16.0%

Note: The estimated risk and returns of the allocations are provided for illustrative purposes only and are based on UBS’s Capital Market Assumptions (“CMAs “) for each of 
the asset classes in the allocation. The CMAs are UBS’s estimated risk and return assumptions for various asset classes and are based on our proprietary methodology. The 
CMAs are not guaranteed, do not represent the return or risk of a particular security, investment, portfolio or strategy, and do not take into consideration the fees, costs or 
charges associated with any particular product, investment, portfolio or strategy. Actual performance can differ, perhaps significantly, from the results shown. 
Asset allocation does not assure profits or prevent against losses from an investment portfolio or accounts in a declining market.  
See Important Information and Disclosures section, Wealth Management USA Asset Allocation Committee and the UBS Capital Market Assumptions and Strategic Asset 
Allocation Models, for more information.
Source: UBS Wealth Management USA Asset Allocation Committee, as of February 5, 2024
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SAA: All equity and all fixed income investors

All equity

All fixed 
income, 
taxable

All fixed 
income, 

non-taxable

Cash 2.0% 2.0% 2.0%

Fixed Income 0.0% 98.0% 98.0%

   US Gov't Fixed Income 0.0% 90.0% 42.0%

      US Gov't FI (short) 0.0% 6.0% 6.0%

      US Gov't FI (intermediate) 0.0% 10.0% 17.0%

      US Gov't FI (long) 0.0% 3.0% 5.0%

      US TIPS 0.0% 0.0% 6.0%

      US MBS 0.0% 0.0% 8.0%

      US Municipal FI (short) 0.0% 22.5% 0.0%

      US Municipal FI (intermediate) 0.0% 37.5% 0.0%

      US Municipal FI (long) 0.0% 11.0% 0.0%

   Credit 0.0% 8.0% 56.0%

      US IG Corp FI 0.0% 0.0% 20.0%

      US HY Corp FI 0.0% 4.0% 9.0%

      US CMBS 0.0% 0.0% 9.0%

      Preferreds 0.0% 0.0% 4.0%

      Senior Loans 0.0% 0.0% 4.0%

      EM FI (Hard) 0.0% 4.0% 7.0%

      EM FI (Local) 0.0% 0.0% 3.0%

Equity 98.0% 0.0% 0.0%

   US Equity 55.0% 0.0% 0.0%

      US Large cap Growth 19.5% 0.0% 0.0%

      US Large cap Value 19.5% 0.0% 0.0%

      US Mid cap 10.0% 0.0% 0.0%

      US Small cap 6.0% 0.0% 0.0%

   International Equity 43.0% 0.0% 0.0%

      Int'l Developed Markets 31.0% 0.0% 0.0%

      Emerging Markets 12.0% 0.0% 0.0%

Note: The estimated risk and returns of the allocations are provided for illustrative 
purposes only and are based on UBS’s Capital Market Assumptions (“CMAs “) for 
each of the asset classes in the allocation. The CMAs are UBS’s estimated risk and 
return assumptions for various asset classes and are based on our proprietary 
methodology. The CMAs are not guaranteed, do not represent the return or risk of a 
particular security, investment, portfolio or strategy, and do not take into considera-
tion the fees, costs or charges associated with any particular product, investment, 
portfolio or strategy. Actual performance can differ, perhaps significantly, from the 
results shown. Asset allocation does not assure profits or prevent against losses from 
an investment portfolio or accounts in a declining market.  
See Important Information and Disclosures section, Wealth Management USA Asset 
Allocation Committee and the UBS Capital Market Assumptions and Strategic Asset 
Allocation Models, for more information.
Source: UBS Wealth Management USA Asset Allocation Committee, as of February 5, 
2024

SAA: All equity and all income, yield-focused investors

All equity

All fixed 
income, 
taxable

All fixed 
income, 

non-taxable

Cash 2.0% 2.0% 2.0%

Fixed Income 0.0% 76.0% 78.0%

   US Fixed Income 0.0% 60.0% 60.0%

      US Gov't FI (short) 0.0% 4.0% 7.0%

      US Gov't FI (intermediate) 0.0% 8.0% 11.0%

      US Gov't FI (long) 0.0% 2.0% 6.0%

      US Municipal FI 0.0% 34.0% 0.0%

      US IG Corp FI 0.0% 0.0% 12.0%

      US HY Corp FI 0.0% 12.0% 16.0%

      US CMBS 0.0% 0.0% 8.0%

   Int'l Fixed Income 0.0% 16.0% 18.0%

      EM FI (Hard) 0.0% 10.0% 12.0%

      EM FI (Local) 0.0% 6.0% 6.0%

Equity 73.0% 0.0% 0.0%

   US Equity (sum) 42.0% 0.0% 0.0%

      US Equity 30.0% 0.0% 0.0%

      US Large cap Growth 6.0% 0.0% 0.0%

      US Large cap Value 6.0% 0.0% 0.0%

   International Equity 31.0% 0.0% 0.0%

Yield Assets 25.0% 22.0% 20.0%

      Senior Loans 0.0% 10.0% 10.0%

      Preferreds 0.0% 12.0% 10.0%

      MLPs 15.0% 0.0% 0.0%

      US Real Estate 10.0% 0.0% 0.0%

Note: The estimated risk and returns of the allocations are provided for illustrative 
purposes only and are based on UBS’s Capital Market Assumptions (“CMAs “) for 
each of the asset classes in the allocation. The CMAs are UBS’s estimated risk and 
return assumptions for various asset classes and are based on our proprietary 
methodology. The CMAs are not guaranteed, do not represent the return or risk of a 
particular security, investment, portfolio or strategy, and do not take into 
consideration the fees, costs or charges associated with any particular product, 
investment, portfolio or strategy. Actual performance can differ, perhaps significantly, 
from the results shown. Asset allocation does not assure profits or prevent against 
losses from an investment portfolio or accounts in a declining market.  
See Important Information and Disclosures section, Wealth Management USA Asset 
Allocation Committee and the UBS Capital Market Assumptions and Strategic Asset 
Allocation Models, for more information.
Source: UBS Wealth Management USA Asset Allocation Committee, as of February 5, 
2024
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SAA: All equity and all income sustainable investment

All equity

All fixed 
income, 
taxable

All fixed 
income, 

non-taxable

Cash 2.0% 2.0% 2.0%

Fixed Income 0.0% 98.0% 98.0%

   MDB bonds 0.0% 23.0% 28.0%

   Sustainable munis 0.0% 45.0% 0.0%

   Green bonds 0.0% 10.0% 25.0%

   ESG leaders corporate bonds 0.0% 13.0% 38.0%

   ESG engagement HY bonds 0.0% 7.0% 7.0%

Equity 98.0% 0.0% 0.0%

   ESG thematic equities 28.0% 0.0% 0.0%

   ESG leaders equities (US) 21.0% 0.0% 0.0%

   ESG leaders equities (ex-US) 19.0% 0.0% 0.0%

   ESG improvers equities 10.0% 0.0% 0.0%

   ESG engagement equities 20.0% 0.0% 0.0%

Note: The estimated risk and returns of the allocations are provided for illustrative 
purposes only and are based on UBS’s Capital Market Assumptions (“CMAs “) for 
each of the asset classes in the allocation. The CMAs are UBS’s estimated risk and 
return assumptions for various asset classes and are based on our proprietary 
methodology. The CMAs are not guaranteed, do not represent the return or risk of a 
particular security, investment, portfolio or strategy, and do not take into considera-
tion the fees, costs or charges associated with any particular product, investment, 
portfolio or strategy. Actual performance can differ, perhaps significantly, from the 
results shown. Asset allocation does not assure profits or prevent against losses from 
an investment portfolio or accounts in a declining market.  
See Important Information and Disclosures section, Wealth Management USA Asset 
Allocation Committee and the UBS Capital Market Assumptions and Strategic Asset 
Allocation Models, for more information.
Source: UBS Wealth Management USA Asset Allocation Committee, as of February 5, 
2024

SAA: All international equity investor

All equity

Cash 2.0%

Equity 98.0%

   DM Equities (total) 70.0%

      DM Equities 4.0%

      Eurozone 21.0%

      Japan 15.5%

      United Kingdom 10.0%

      Canada 7.5%

      Switzerland 7.0%

      Australia 5.0%

   EM Equities total 28.0%

      EM Equities 9.0%

      China 6.0%

      South Korea 2.5%

      Taiwan 3.5%

      India 5.0%

      Brazil 2.0%

Note: The estimated risk and returns of the allocations are provided for illustrative 
purposes only and are based on UBS’s Capital Market Assumptions (“CMAs “) for 
each of the asset classes in the allocation. The CMAs are UBS’s estimated risk and 
return assumptions for various asset classes and are based on our proprietary 
methodology. The CMAs are not guaranteed, do not represent the return or risk of a 
particular security, investment, portfolio or strategy, and do not take into considera-
tion the fees, costs or charges associated with any particular product, investment, 
portfolio or strategy. Actual performance can differ, perhaps significantly, from the 
results shown. Asset allocation does not assure profits or prevent against losses from 
an investment portfolio or accounts in a declining market.  
See Important Information and Disclosures section, Wealth Management USA Asset 
Allocation Committee and the UBS Capital Market Assumptions and Strategic Asset 
Allocation Models, for more information.
Source: UBS Wealth Management USA Asset Allocation Committee, as of February 5, 
2024
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SAA: Ultra high net worth investor with non-traditional assets SAA: Institutional investors with non-traditional assets

Conservative
Moderately 

Conservative Moderate
Moderately 
Aggressive Aggressive Conservative

Moderately 
Conservative Moderate

Moderately 
Aggressive Aggressive

Cash 2.0% 2.0% 2.0% 2.0% 2.0% 2.0% 2.0% 2.0% 2.0% 2.0%

Fixed Income 63.0% 50.0% 35.0% 19.0% 6.0% 58.0% 41.0% 30.0% 15.0% 6.0%

   US Fixed Income 63.0% 48.0% 33.0% 17.0% 6.0% 53.0% 37.0% 26.0% 13.0% 6.0%

      US Gov't FI (short) 0.0% 0.0% 0.0% 0.0% 0.0% 16.0% 7.5% 3.0% 0.0% 0.0%

      US Gov't FI (intermediate) 9.5% 1.5% 1.0% 2.0% 0.0% 11.0% 7.5% 6.5% 2.0% 0.0%

      US Gov't FI (long) 5.5% 0.0% 0.0% 0.0% 2.5% 0.0% 3.0% 2.5% 2.0% 3.5%

      US Municipal FI (short) 27.0% 18.0% 7.5% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

      US Municipal FI (intermediate) 18.0% 18.0% 16.0% 7.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

      US Municipal FI (long) 0.0% 8.0% 6.5% 7.0% 3.5% 0.0% 0.0% 0.0% 0.0% 0.0%

      US IG Corp FI 3.0% 1.5% 0.0% 0.0% 0.0% 21.0% 15.0% 10.0% 6.5% 2.5%

      US HY Corp FI 0.0% 1.0% 2.0% 1.0% 0.0% 5.0% 4.0% 4.0% 2.5% 0.0%

   Int'l Fixed Income 0.0% 2.0% 2.0% 2.0% 0.0% 5.0% 4.0% 4.0% 2.0% 0.0%

      EM FI (hard) 0.0% 1.0% 1.0% 1.0% 0.0% 2.5% 2.0% 2.0% 1.0% 0.0%

      EM FI (local) 0.0% 1.0% 1.0% 1.0% 0.0% 2.5% 2.0% 2.0% 1.0% 0.0%

Equity 10.0% 23.0% 33.0% 49.0% 62.0% 10.0% 22.0% 33.0% 48.0% 52.0%

   US Equity 7.0% 14.0% 18.5% 28.0% 34.5% 7.0% 13.5% 18.5% 27.0% 29.0%

      US Large Cap Growth 2.5% 5.0% 6.5% 10.0% 12.5% 2.5% 4.5% 6.5% 9.5% 10.5%

      US Large Cap Value 2.5% 5.0% 6.5% 10.0% 12.5% 2.5% 4.5% 6.5% 9.5% 10.5%

      US Mid Cap 1.0% 3.0% 3.5% 5.0% 6.0% 2.0% 3.0% 3.5% 5.0% 5.0%

      US Small Cap 1.0% 1.0% 2.0% 3.0% 3.5% 0.0% 1.5% 2.0% 3.0% 3.0%

   International Equity 3.0% 9.0% 14.5% 21.0% 27.5% 3.0% 8.5% 14.5% 21.0% 23.0%

      Int'l Developed Markets 3.0% 7.0% 10.5% 15.0% 20.0% 3.0% 6.5% 10.5% 15.5% 16.5%

      Emerging Markets 0.0% 2.0% 4.0% 6.0% 7.5% 0.0% 2.0% 4.0% 5.5% 6.5%

Non-traditional 25.0% 25.0% 30.0% 30.0% 30.0% 30.0% 35.0% 35.0% 35.0% 40.0%

   Hedge Funds 12.0% 9.0% 11.0% 6.0% 4.0% 14.0% 12.0% 11.0% 8.0% 4.0%

      Multi-Strategy 1.5% 1.0% 1.0% 0.0% 0.0% 1.5% 1.5% 1.0% 0.0% 0.0%

      Global Macro 4.5% 3.0% 2.0% 1.0% 0.0% 5.5% 3.5% 2.0% 1.0% 0.0%

      Event Driven 1.5% 1.5% 2.0% 1.5% 1.5% 1.5% 2.0% 2.0% 2.0% 1.5%

      Relative Value 3.0% 2.0% 3.0% 1.5% 1.0% 4.0% 2.5% 3.0% 2.0% 1.0%

      Equity Hedge 1.5% 1.5% 3.0% 2.0% 1.5% 1.5% 2.5% 3.0% 3.0% 1.5%

   Private Equity 2.0% 5.0% 11.0% 17.0% 21.0% 4.0% 6.5% 13.5% 19.0% 29.0%

      Buyout 2.0% 3.0% 6.5% 9.0% 8.5% 2.5% 5.0% 8.5% 10.0% 13.0%

      Growth Equity 0.0% 0.0% 2.5% 5.0% 7.5% 0.0% 0.0% 3.0% 6.0% 10.0%

      Venture Capital 0.0% 0.0% 0.0% 2.0% 4.0% 0.0% 0.0% 0.0% 2.0% 5.0%

      Secondaries 0.0% 2.0% 2.0% 1.0% 1.0% 1.5% 1.5% 2.0% 1.0% 1.0%

   Private Credit 7.0% 6.0% 4.0% 5.0% 3.0% 7.0% 9.5% 5.0% 5.0% 5.0%

      Direct Lending 7.0% 6.0% 3.0% 3.5% 2.0% 7.0% 9.5% 3.5% 4.0% 3.5%

      Distressed Credit 0.0% 0.0% 1.0% 1.5% 1.0% 0.0% 0.0% 1.5% 1.0% 1.5%

   Private Real Assets 4.0% 5.0% 4.0% 2.0% 2.0% 5.0% 7.0% 5.5% 3.0% 2.0%

      Core / Core + Real Estate 2.0% 3.0% 2.0% 2.0% 1.0% 3.0% 5.0% 3.5% 2.0% 1.0%

      Opportunistic Real Estate 0.0% 0.0% 0.0% 0.0% 1.0% 0.0% 0.0% 0.0% 1.0% 1.0%

      Infrastructure 2.0% 2.0% 2.0% 0.0% 0.0% 2.0% 2.0% 2.0% 0.0% 0.0%

Note: The estimated risk and returns of the allocations are provided for illustrative purposes only and are based on UBS’s Capital Market Assumptions (“CMAs “) for each of 
the asset classes in the allocation. The CMAs are UBS’s estimated risk and return assumptions for various asset classes and are based on our proprietary methodology. The 
CMAs are not guaranteed, do not represent the return or risk of a particular security, investment, portfolio or strategy, and do not take into consideration the fees, costs or 
charges associated with any particular product, investment, portfolio or strategy. Actual performance can differ, perhaps significantly, from the results shown. 
Asset allocation does not assure profits or prevent against losses from an investment portfolio or accounts in a declining market.  
See Important Information and Disclosures section, Wealth Management USA Asset Allocation Committee and the UBS Capital Market Assumptions and Strategic Asset 
Allocation Models, for more information.
Source: UBS Wealth Management USA Asset Allocation Committee, as of February 5, 2024
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Securities-backed lending
Borrowing using securities as collateral involves special risks, is 
not suitable for everyone and may not be appropriate for your 
needs. All loans are subject to credit approval, margin require-
ments, and margin call and other risks; credit lines may be sub-
ject to breakage fees. For a full discussion of the risks associated 
with borrowing using securities as collateral, review the Loan 
Disclosure Statement included in your application package/
account opening package. UBS-FS and its Financial Advisors have 
a financial incentive to recommend the use of securities backed 
loans, rather than the sale of securities to meet cash needs 
because we receive compensation related to the loan as well as 
the investments used to secure the loan. We benefit if you draw 
down on your loan to meet liquidity needs rather than sell secu-
rities or other investments, and have a financial incentive to rec-
ommend products or manage an account in order to maximize 
the amount of the loan. UBS-FS and its Financial Advisors and 
employees offer banking and lending products to clients through 
our affiliates and third-party banks in our capacity as a broker-
dealer and not as an investment adviser.

UBS-FS, its employees and affiliates (including UBS Bank USA 
and UBS Credit Corp.), do not provide legal or tax advice. Clients 
should contact their personal tax and/or legal advisors regarding 
their particular situations, including the legal and tax implications 
of borrowing using securities as collateral for a loan.

Purpose of this document.
This report is provided for informational and educational pur-
poses only. It should be used solely for the purposes of discus-
sion with your UBS Financial Advisor and your independent 
consideration. UBS does not intend this to be fiduciary or best 
interest investment advice or a recommendation that you take a 
particular course of action. The information is current as of the 
date indicated and is subject to change without notice.

Insurance and annuity products are issued by unaffiliated third-
party insurance companies and made available through UBS 
Financial Services Insurance Agency Inc., insurance agency sub-
sidiary of UBS Financial Services Inc. 

Guarantees are based on the claims-paying ability of the issuing 
insurance company. Guarantees do not apply to the investment 
performance or safety of amounts held in the variable accounts. 
Variable annuity contracts and underlying investment options are 
not FDIC insured and have fluctuating returns so that proceeds 
when redeemed may be worth more or less than their original 
value. Past Performance is no guarantee of future results.

Annuities are long-term investment vehicles designed for retire-
ment purposes. Withdrawals or surrenders may be subject to 
surrender charges. For tax purposes, withdrawals are generally 
deemed to be earnings out first. Taxable amounts withdrawn 
will be subject to ordinary income tax, and if taken prior to the 
age of 59½, a 10% IRS penalty may also apply. Withdrawals 
have the effect of reducing the death benefit, optional benefit 
riders and the contract value.

 Important Information and Disclosures
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Non-traditional asset classes are alternative investments 
that include hedge funds, private equity, real estate, and 
managed futures (collectively, alternative investments). 
Interests of alternative investment funds are sold only to qualified 
investors, and only by means of offering documents that include 
information about the risks, performance and expenses of 
alternative investment funds, and which clients are urged to read 
carefully before subscribing and retain. An investment in an 
alternative investment fund is speculative and involves significant 
risks. Specifically, these investments (1) are not mutual funds and 
are not subject to the same regulatory requirements as mutual 
funds; (2) may have performance that is volatile, and investors 
may lose all or a substantial amount of their investment; (3) may 
engage in leverage and other speculative investment practices 
that may increase the risk of investment loss; (4) are long-term, 
illiquid investments, there is generally no secondary market for 
the interests of a fund, and none is expected to develop; (5) 
interests of alternative investment funds typically will be illiquid 
and subject to restrictions on transfer; (6) may not be required to 
provide periodic pricing or valuation information to investors; 
(7) generally involve complex tax strategies and there may be 
delays in distributing tax information to investors; (8) are subject 
to high fees, including management fees and other fees and 
expenses, all of which will reduce profits.

Interests in alternative investment funds are not deposits or 
obligations of, or guaranteed or endorsed by, any bank or other 
insured depository institution, and are not federally insured by 
the Federal Deposit Insurance Corporation, the Federal Reserve 
Board, or any other governmental agency. Prospective investors 
should understand these risks and have the financial ability and 
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.

In addition to the risks that apply to alternative investments 
generally, the following are additional risks related to an 
investment in these strategies:

• Hedge Fund Risk: There are risks specifically associated with 
investing in hedge funds, which may include risks associated 
with investing in short sales, options, small-cap stocks, “junk 
bonds,” derivatives, distressed securities, non-US securities 
and illiquid investments.

• Managed Futures: There are risks specifically associated with 
investing in managed futures programs. For example, not all 
managers focus on all strategies at all times, and managed 
futures strategies may have material directional elements.

• Real Estate: There are risks specifically associated with 
investing in real estate products and real estate investment 
trusts. They involve risks associated with debt, adverse 
changes in general economic or local market conditions, 
changes in governmental, tax, real estate and zoning laws or 
regulations, risks associated with capital calls and, for some 
real estate products, the risks associated with the ability to 
qualify for favorable treatment under the federal tax laws.

• Private Equity: There are risks specifically associated with 
investing in private equity. Capital calls can be made on short 
notice, and the failure to meet capital calls can result in 
significant adverse consequences including, but not limited 
to, a total loss of investment.

• Foreign Exchange/Currency Risk: Investors in securities of 
issuers located outside of the United States should be aware 
that even for securities denominated in U.S. dollars, changes 
in the exchange rate between the U.S. dollar and the issuer’s 
“home” currency can have unexpected effects on the market 
value and liquidity of those securities. Those securities may 
also be affected by other risks (such as political, economic or 
regulatory changes) that may not be readily known to a US 
investor.

 Non-Traditional Assets
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 Disclaimer

UBS Chief Investment Office's ("CIO") investment views are prepared and published by the Global Wealth Management business of UBS 
Switzerland AG (regulated by FINMA in Switzerland) or its affiliates ("UBS"), part of UBS Group AG ("UBS Group"). UBS Group includes 
former Credit Suisse AG, its subsidiaries, branches and affiliates. Additional disclaimer relevant to Credit Suisse Wealth Management fol-
lows at the end of this section.
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 only and is not intended as an offer, or a solicitation of an offer, to buy or sell any investment 
or other specific product. The analysis contained herein does not constitute a personal recommendation or take into account the particular 
investment objectives, investment strategies, financial situation and needs of any specific recipient. It is based on numerous assumptions. 
Different assumptions could result in materially different results. Certain services and products are subject to legal restrictions and cannot 
be offered worldwide on an unrestricted basis and/or may not be eligible for sale to all investors. All information and opinions expressed 
in this document were obtained from sources believed to be reliable and in good faith, but no representation or warranty, express or 
implied, is made as to its accuracy or completeness (other than disclosures relating to UBS). All information and opinions as well as any 
forecasts,  estimates and market prices  indicated are  current as of  the date of  this  report,  and are  subject  to  change without notice. 
Opinions expressed herein may differ or be contrary to those expressed by other business areas or divisions of UBS as a result of using 
different assumptions and/or criteria.

In  no  circumstances may  this  document  or  any  of  the  information  (including  any  forecast,  value,  index  or  other  calculated  amount 
("Values")) be used for any of the following purposes (i) valuation or accounting purposes; (ii) to determine the amounts due or payable, 
the price or the value of any financial  instrument or financial contract; or (iii) to measure the performance of any financial  instrument 
including, without limitation, for the purpose of tracking the return or performance of any Value or of defining the asset allocation of 
portfolio or of computing performance fees. By receiving this document and the 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 long or short positions in investment instruments referred to herein, carry out 
transactions involving relevant investment instruments in the capacity of principal or agent, or provide any other services or have officers, 
who serve as directors, either to/for the issuer, the investment instrument itself or to/for any company commercially or financially affiliated 
to such issuers. At any time, investment decisions (including whether to buy, sell or hold securities) made by UBS and its employees may 
differ from or be contrary to the opinions expressed in UBS research publications. Some investments may not be readily realizable since the 
market in the securities is illiquid and therefore valuing the investment and identifying the risk to which you are exposed may be difficult 
to quantify. UBS relies on information barriers to control the flow of information contained in one or more areas within UBS, into other 
areas, units, divisions or affiliates of UBS. Futures and options trading is not suitable for every investor as there is a substantial risk of loss, 
and losses in excess of an initial investment may occur. Past performance of an investment is no guarantee for its future performance. 
Additional information will be made available upon request. Some investments may be subject to sudden and large falls in value and on 
realization you may receive back less than you invested or may be required to pay more. Changes in foreign exchange rates may have an 
adverse effect on the price, value or income of an investment. The analyst(s) responsible for the preparation of this report may interact 
with trading desk personnel, sales personnel and other constituencies for the purpose of gathering, synthesizing and interpreting market 
information.

Different areas, groups, and personnel within UBS Group may produce and distribute separate research products independently of each 
other. For example, research publications from CIO are produced by UBS Global Wealth Management. UBS Global Research is produced 
by UBS Investment Bank. Research methodologies and rating systems of each separate research organization may differ, for 
example, in terms of investment recommendations, investment horizon, model assumptions, and valuation methods. As a consequence, 
except for certain economic forecasts (for which UBS CIO and UBS Global Research may collaborate), investment recommendations, rat-
ings, price targets, and valuations provided by each of the separate research organizations may be different, or inconsistent. You should 
refer to each relevant research product for the details as to their methodologies and rating system. Not all clients may have access to all 
products from every organization. Each research product is subject to the policies and procedures of the organization that produces it. 
The compensation of the analyst(s) who prepared this report is determined exclusively by research management and senior management 
(not including investment banking). Analyst compensation is not based on investment banking, sales and trading or principal trading rev-
enues, however, compensation may relate to the revenues of UBS Group as a whole, of which investment banking, sales and trading and 
principal trading are a part.
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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 or with reference 
to specific client's circumstances and needs. We are of necessity unable to take into account the particular investment objectives, financial 
situation and needs of our individual clients and we would recommend that you take financial and/or tax advice as to the implications 
(including tax) of investing in any of the products mentioned herein.

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 circum-
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