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Dear reader

Markets have remained resilient in recent months, reaching record
levels despite persistent uncertainty. But the calm feels uneasy as
investors weigh mounting risks beneath the surface. President
Trump's latest tariff threats signal a sharper turn in trade negotia-
tions approaching the 1 August trade deadline, while his intensi-
fied criticism of Fed Chair Jerome Powell raises questions about
the central bank’s independence. Speculation about removing
Powell has sparked concerns over potential disruptions to mone-
tary policy, though we believe the president is unlikely to take
such a step.

Despite these uncertainties, markets have shown resilience.
Equities remain up around 28% since the April “Liberation Day”
low, with the S&P 500 and Nasdaq recently hitting record highs,
buoyed by Al optimism and outperformance by mega-cap tech
companies. While the surface may appear calm, the underlying
risks could still trigger further volatility in the weeks ahead.

The US economy continues to deliver mixed signals amid persis-
tent headwinds and uncertainty. The labor market has remained
resilient, and both consumer sentiment and retail sales have
recently exceeded consensus estimates. While tariffs are contribut-
ing to higher prices, inflationary pressures are easing in some ser-
vice sectors. However, risks remain—growth is subdued,
manufacturing activity shrank for the fourth consecutive month in
June, and inflation remains above the Fed's target.

While elevated fiscal deficits and renewed trade tensions could
dampen investor confidence and global demand, they are unlikely
to push the US into a recession, in our view. We forecast GDP
growth to slow to around 1.5% in 2025, down from 2.8% in

Ulrike Hoffmann-Burchardi
Chief Investment Officer Americas and
Global Head of Equities

UBS Global Wealth Management

Follow me on Linkedin
linkedin.com/in/ulrike-hoffmann-burchardi-ubs

Dear reader

2024, as the impact of tariffs and other policy changes becomes
more apparent. Against this backdrop, we still expect the Fed to
cut rates by 100 basis points, starting in September.

The spotlight is on second-quarter earnings for US equities. We
expect overall earnings growth to slow to around 5% this quarter
from 9% in 1Q. The Magnificent Seven'’s profit growth remains a
key driver but is set to moderate, with mega-cap earnings pro-
jected to rise about 20%—down from around 30% in recent
quarters. We maintain a Neutral view on the sector, as we believe
stocks already reflect easing trade and geopolitical risks. Investors
should prepare for potential market volatility in the near term, but
we still see further gains for the S&P 500 and expect the index to
reach 6,500 within the next 12 months.

In fixed income, shifting yields have reflected changing market
expectations as investors respond to evolving Fed signals and tariff
developments. Heightened uncertainty around trade policy, fiscal
deficits, inflation, and Fed policy has contributed to volatility and a
steeper yield curve. While fiscal deficits remain a concern, we
believe the US can manage its debt for the time being, supported
by deep capital markets and the US dollar’s reserve currency sta-
tus. Despite these moves, we maintain our expectation for the
10-year Treasury yield to trend lower—albeit not in a straight line.
We continue to favor high-quality fixed income in this environ-
ment, with preferences for investment grade credit and agency
MBS, in the intermediate area of the yield curve.

As always, we recommend speaking with your UBS financial advi-

sor to determine how these views align with your broader finan-
cial plan.

Ulrike Hoffmann-Burchardi

POTUS 47

Investing under Trump 2.0

Visit ubs.com/potus47, a dedicated website tracking ongoing
policy developments and the implications for the economy and
financial markets.
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Monthly Letter

Quiet...too quiet

Riding high

Equity markets have rallied to
record highs. But with risks
remaining, we recommend
preparing for potential near-

term market volatility.

Long and variable lags  Fed in focus

Asset allocation

The impact of tariffs is feeding ~ Questions about the Federal In equities, we like structural
through to the US economy. Reserve’s independence have growth themes such as Al,
However, we would expect a moved back into focus for Power and resources, and
tariff-led economic slowdown investors. We believe such Longevity. We also favor quality
to be mild and short-lived, concerns add to headwinds bonds and gold, but see the
rather than recessionary. for the US dollar. US dollar as Unattractive.

Mark Haefele

Global Chief Investment Officer
Wealth Management

Follow me on LinkedIn
linkedin.com/in/markhaefele

Our views, live with Q&A
The next CIO global monthly
livestream will take place on
29 July. Join here.
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It's quiet...a little too quiet.

Movie fans will know that feeling of tension when the hero steps into supposedly dangerous
new territory only to find nothing there. Many investors are feeling a similar sense of unease
about current market highs, listening for the sound of the “TACO" trade going “crunch”
underfoot.

We're dealing with the highest tariffs since the 1930s, fears about government debt
sustainability, geopolitical uncertainty, and threats to Federal Reserve independence.
Yet economic activity has so far held up. After a brief shock in April, equity markets
have moved higher, with global stocks now trading at record levels. Rate volatility has
declined, and credit spreads are tight. Even the US dollar—one exception to this
period of “quiet” in markets—has stabilized after its recent swings.

In this letter, we consider some of the key risks to markets over the coming weeks, including
the potential for the recent optimism over trade deals to be challenged, evidence of a larger
economic impact from tariffs, and wrangling about Fed leadership. In the context of bullish
market sentiment, we believe that some combination of these is likely to contribute to market
volatility in the weeks ahead.

Nevertheless, we would expect market swings to be temporary. We believe trade negotiations
will ultimately lead to moderate policy (albeit with high tariffs by historical standards). We would
expect a tariff-led economic slowdown to be mild and short-lived, rather than recessionary.
While a shift toward more dovish Fed leadership may unnerve investors temporarily, we believe
that the Trump administration understands the cost of a steeper yield curve. Meanwhile, we
believe structural trends, notably Al, will remain supportive of corporate earnings over the
medium and longer term.


https://www.linkedin.com/in/markhaefele/
https://www.linkedin.com/in/markhaefele/
https://www.ubs.com/global/en/wealth-management/chief-investment-office/cio-livestream.html

We recommend strategies to
prepare for potential market
volatility in the near term.

Markets have continued to rally
despite tariff threats.

Monthly Letter

To prepare for potential near-term volatility, we believe those investors already invested in
equities in line with their strategic benchmarks should consider implementing short-term
hedges, while those underallocated to stocks should prepare to add exposure on potential
market dips. Our preferred areas within equities include the US technology, health care,
financial, and utilities sectors, while in Asia, we like the Chinese tech sector, India, and
Singapore. In Europe, we favor Swiss high-quality dividend stocks, European quality, and
our “Six ways to invest in Europe” theme. We also like the Brazilian market. We believe
market dips would offer a good opportunity for investors to build exposure to our
Transformational Innovation Opportunities of Artificial intelligence, Power and resources,
and Longevity.

In fixed income, our preference is for high grade and investment grade bonds. We believe
tight credit spreads and risks of changes to the market narrative around economic growth
make the risk-return for both high yield bonds and senior loans less appealing at this stage.
Although we expect 10-year bond yields in most major markets to be lower by year-end,
from a duration standpoint, we continue to favor intermediate maturities (five to seven
years) given the risk of higher volatility at the long end of the curve.

We expect further US dollar depreciation in the months ahead. We target EURUSD at
1.23 and USDCHF at 0.76 by June 2026. But the significant interest rate differential
between the USD, and the euro and Swiss franc in particular means that hedging or
underweighting the US dollar is expensive. We believe this is an important time for
investors to ensure their strategic currency allocations are appropriate for their personal
situations and recently published a guide on how to do this (see “A practical guide to
currency allocation” for more).

The "TACO” (and “WACO") trade

Markets have proven resilient to most of the recent tariff threats, as investors have grown
accustomed to the idea that, faced with market volatility or potentially painful retaliation from
counterparts, one side can be expected to back down. The “TACO (Trump Always Chickens
Out) trade”—a term that was popularized after first being described in the Financial Times in
May—and its counterpart, the “WACO (World Always Chickens Out) trade,” encapsulate
this view.

The trade has been working well for investors in recent weeks, with a US trade deal with
Japan (setting tariffs at 15%) and media reports that a similar deal with the European Union is
“close” helping global markets break new record highs. And ultimately we do not believe the
US administration wants tariffs so high that they choke off trade, risk pushing the economy
into recession, or reignite inflation. Inflation remains a key concern for US voters: In a recent
Harvard CAPS/Harris poll, 45% of respondents cited inflation as the most important issue to
them personally, while only 3% cited tariffs and trade policy.
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Monthly Letter

We expect the effective US tariff
rate to settle close to 15%.
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Figure 1
Inflation remains an important concern in the US
Most important issue, % of respondents

Inflation 45%

Restoring American values
of merit and competence

Immigration

Crime

Climate change
Abortion

Racial equity

Tariffs and trade policy

Others

Source: Harvard CAPS/Harris Poll, UBS, as of July 2025

Meanwhile, the high degree of dependence on US technology services and on security and
defense means that we believe the EU will also be keen to reach a deal (while embarking
on longer-term self-sufficiency initiatives).

Nonetheless, the degree of confidence markets appear to have in inexorable progress toward
trade deals suggests that near-term disappointments are possible if deals fail to materialize,
are subsequently revisited, or if other sector-level tariffs prove more aggressive than expected.
Indeed, a key challenge with the “TACO/WACQO" trades is that buoyant equity markets may
embolden negotiating parties to take aggressive stances.

The long and variable lags

We believe that while trade policy still has the power to shock, the range of potential tariff
outcomes has become narrower. A 10% tariff on imports into the US appears to have
become well established as a “floor” for most countries. Equally, with various agreements
already in place, we also see it as unlikely that the overall US effective tariff rate will exceed
20%. In our base case, we expect it to settle close to 15% by year-end.



Tariffs are likely to weigh on US
economic growth and boost
inflation.

Monthly Letter

Although lower than the 28% that was threatened in the immediate aftermath of “Liberation
Day,” this still represents a sixfold increase on tariff levels in 2024 and is evidence that, in a
bigger-picture context, Trump doesn’t “chicken out.” The scale of the impact on both the US
and global economy remains to be seen.

In general, we believe that tariffs will have a negative impact on US growth and will boost
US inflation. Beneath the headline inflation rate, there were signs of tariffs feeding through
into the June consumer price index data, with core goods inflation rising to a two-year high.
While the tariff impact may surprise markets as it starts to bite, we believe the resilience of
the US consumer should help the US economy avoid recession. Retail sales rebounded in
June. The University of Michigan measure of consumer sentiment has bounced off its low in
April, while inflation expectations have come down from their highs. And in aggregate,
household balance sheets remain strong.

Figure 2
Tariff impact revealed beneath headline inflation

US headline, core, commodities ex-food and energy (core goods), services ex-energy (core services) CPI, y/y %
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Source: Bloomberg, UBS, as of July 2025
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Economic data in the weeks and
months ahead will be key.

China’s economy is likely to grow by
around 4.7 % this year.

President Trump has repeatedly
criticized Fed Chair Powell.
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Data in the weeks and months ahead will be key to determining the validity of our assess-
ment. Several factors remain unclear. Although tariffs have been implemented since April,
the effect of stocking and destocking, and the time lags inherent in supply chains, mean
that the true economic impact of tariffs will be hitting the shelves around now. It remains
unclear how exporters, importers, or consumers will divide the economic costs. And we
do not yet know how much extended and new tax cuts in the One Big Beautiful Bill Act
(partly funded through tariff revenue) may act as an offsetting stimulus.

We will therefore be closely watching retail sales, inflation, and consumer spending data,
and listening for comments in the ongoing second-quarter earnings season about whether
suppliers, companies themselves, or consumers are expected to bear the cost of tariffs.

The risk cases are that tariffs either have a larger-than-expected impact on inflation (which
would both hurt consumer spending and make the Fed's position more difficult) or that com-
panies accept a larger-than-expected hit to margins to retain volumes (weighing on corporate
profits). With equities having proven sanguine about the potential economic costs of tariffs so
far, evidence of either of these trends emerging could quickly change the optimistic market
narrative.

In the Eurozone, we expect tariffs to dampen activity in export-related sectors and weigh on
business confidence. However, an expansionary fiscal package from Germany, together with
modestly less restrictive fiscal policy in other parts of the bloc, should help offset some of the
negative impact. Low interest rates, a robust labor market, and high levels of precautionary
savings should also support domestic demand.

In China, second-quarter GDP growth was stronger than expected amid front-loaded
exports and resilient consumption. We still expect growth to slow in the second half of the
year, and Beijing is unlikely to introduce stimulus measures in the near term. Nonetheless,
we now see full-year GDP growth reaching around 4.7 %, with the potential for upside if
targeted policy support for the property sector and tariff-affected industries is put in place.

Whose committee is it anyway?

Few things are certain in markets. One thing that comes close is that Jerome Powell will no
longer be the chair of the Federal Reserve in 10 months’ time. The way in which he ends his
term may have a bigger bearing on markets than the fact that it will end.

President Trump has returned to the subject frequently. In recent weeks, he has stepped
up criticism of the Fed chair, claiming that Powell is a “knucklehead,” “doing a lousy
job,” and calling for interest rate cuts of “3 points.” Reports also suggest that President
Trump showed some House Republicans a draft letter firing Powell. The President later
stated that it was “very unlikely” he would fire the Fed chair.



We continue to see the US dollar as
Unattractive.

Monthly Letter

From here, several scenarios are possible. Powell could be allowed to continue until the end of
his term in May 2026 and be replaced by a (supposedly) more dovish but experienced central
bank practitioner. Powell could be allowed to continue and be replaced with a Trump loyalist.
Trump could move to undermine Powell before the end of his term, for example by attempt-
ing to remove him, or by naming a successor—either from within the Fed or externally—who
would effectively act as a “shadow Fed chair.” At an extreme, the President could try to push
through legislation to change the Fed’s mandate or its independence, though this would be
unlikely to pass given the required 60 votes in the Senate.

We do not believe external political interference with the Fed will make a material difference
to monetary policy. Decisions are made by committee, of which the chair is just one member,
and we believe that committee members will remain focused on their stated mandate. And
while the president does nominate members of the committee, meaningfully changing its
composition takes years, likely stretching beyond Trump’s term.

Our base case is for 100 basis points of interest rate cuts over the next year. Although we
expect the US economy to hold up relatively well in the face of tariffs, growth is still likely
to remain below trend (supporting the case for a reduction in interest rates), and we
believe the Fed will likely look through a one-time inflation increase from tariffs. It's also
worth noting that, politics aside, the rotation of regional Fed presidents, existing gover-
nors, and the forthcoming departure of Governor Adriana Kugler in January are set to
shift the composition of voting members on the FOMC in a more dovish direction

next year.

We expect lower interest rates, combined with fears about political interference, to
affect the US dollar. We continue to see the US dollar as Unattractive and favor
reviewing currency allocations to reduce excess US dollar holdings. Given the US's
twin fiscal and current account deficits, it is reliant on marginal foreign buying to
keep the dollar and bond yields stable. Central bank independence provides overseas
investors with a sense of reassurance that short-term political expediency will not
interfere with the long-term stability in inflation and the value of the currency. A 1%
sell-off in the US dollar trade-weighted index on 16 July, corresponding to a 20ppt
increase in the probability of Trump firing Powell, according to Polymarket, gives a
sense of scale on the potential impact of interference.

August 2025 | UBS House View 9
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Market volatility may resurface in
the near term amid low volumes.
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Figure 3
The US dollar has been sensitive to concerns about Fed independence
DXY index, Monday 14 July to Friday 18 July

Reports of a draft letter
98.9 L
from Trump firing Powell

98.7
98.5
98.3
98.1
97.9 Trump says he has no plans
to fire Powell
97.7
July 14 July 15 July 16 July 17 July 18

Source: Bloomberg, UBS, as of July 2025

Investment ideas

The next few weeks are potentially risky. Investor sentiment toward equities is optimistic
(the American Association of Individual Investors’ survey has recorded a net bullish read-
ing in recent weeks), and positioning has rebounded from the depressed levels seen after
“Liberation Day.” We are entering a quiet summer period for trading volumes in the US
and Europe. And, as we have highlighted, several risks remain on the table, any or all of
which could contribute to market volatility amid low volumes.

At the same time, we continue to believe these risks will ultimately prove short-lived, and
in 12 months’ time, we would expect equity markets to be higher and most government
bond yields to be lower.

How to navigate this environment?

Prepare for market volatility. After a strong run for global equities and with risks on
the horizon, we believe investors who are already allocated to equities in line with
their strategic benchmarks should consider implementing short-term hedges, while
those underallocated should prepare to add exposure on potential market dips in the
weeks ahead. We see the S&P 500 reaching 6,500 by June 2026. Within US equities,
we like tech, health care, utilities, and financials. In Asia, we favor China’s tech sector,
India, and Singapore. In Europe, we like Swiss high-quality dividends, European qual-
ity, and our “Six ways to invest in Europe” theme. We also like Brazil.



We favor investment grade bonds.

Monthly Letter

Invest in transformational innovation. We expect structural growth ideas—Al, Power and
resources, and Longevity—to deliver attractive returns in the years ahead and would use
any dips to build exposure. In Al, diversified exposure across infrastructure, semiconductors,
and applications should capture accelerating adoption and monetization. We expect Power
and resources to continue to benefit from surging electricity demand. Meanwhile, Longevity
is supported by demographic shifts and rapid innovation in health care, medtech, and
wellness.

Buy quality bonds. We see an attractive risk-reward in quality (investment grade) bonds.
Yields remain relatively high. We believe the risk-return for high yield bonds and senior
loans looks less appealing at this stage owing to tight spreads. From a duration stand-
point, we continue to favor medium duration (five to seven years), given the risk of higher
volatility at the long end of the curve.

Navigate political risks. Gold remains an effective hedge against political risks, in our view.
Although the Iran-Israel conflict has lessened in severity in recent weeks, geopolitical risks
remain. And gold can also be an effective hedge against potential fears of external politi-
cal interference at the Fed, elevated budget deficits, and the risk of higher-than-expected
inflation. We maintain our USD 3,500/0z target and do not rule out the potential for
prices to exceed this level if political risks escalate.

Figure 4
Demand for gold exchange-traded funds (ETFs) recovered after outflows in May

Net gold ETF flows by region, in metric tons
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Source: World Gold Council, UBS, as of July 2025
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We recommend investors consider
an allocation to alternatives.
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Reduce excess dollar exposure. Questions about Fed independence and rising US debt levels
continue to undermine the US dollar’s traditional role as a perceived “safe haven” during
periods of market uncertainty and as a “default” currency for many international investors.
While high US interest rates make hedging dollar exposure expensive, we believe that inves-
tors should respond to the changing nature of global currencies by reviewing their currency
allocations and aligning them with those required to meet liabilities or spending plans.

Diversify with alternatives. Uncertainty about the diversifying power of defensive havens like
US Treasuries and the US dollar increases the importance of alternative portfolio diversifiers.
We recommend that investors consider an allocation to alternatives including hedge funds,
private credit, value-oriented buyouts, and quality global real assets to help deliver returns, but
also expose investors to a broader array of return drivers and enhance portfolio resilience.
Investors should be aware of the various risks and drawbacks when investing in alternatives,
including illiquidity, limited transparency, and the use of leverage.

Mark Haefele
Chief Investment Officer
Global Wealth Management



Global forecasts

Economy
Real GDP y/y, in %

Inflation (average CPI), y/y, in %

Monthly Letter

2024 2025E 2026E 2024 2025E 2026E
us 2.8 1.5 1.4 us 3.0 2.9 3.3
Canada 1.2 2.0 2.0 Canada 2.4 2.2 2.1
Japan 0.2 0.5 0.5 Japan 2.7 3.4 1.9
Eurozone 0.9 0.7 1.0 Eurozone 2.4 2.1 1.8
UK 1.1 0.8 1.1 UK 2.5 3.3 21
Switzerland 1.4 0.9 1.4 Switzerland 1.1 0.2 0.5
Australia 1.0 1.7 2.1 Australia 3.2 2.4 2.7
China 5.0 47 3.8 China 0.2 -0.2 -0.1
India 6.5 6.4 6.7 India 46 3.2 45
EM 4.5 4.2 3.9 EM 8.0 4.0 3.1
World 3.3 2.9 2.8 World 5.7 3.4 2.9
Source: Bloomberg, UBS, as of 24 July 2025. Latest forecasts available in the Global forecasts publication, published weekly.
Asset classes
Spot June-26 Spot June-26
Equities Yields, in %
S&P 500 6,359 6,500 USD 2y Treasury 3.88 3.75
Eurostoxx 50 5,344 5,600 USD 10 year Treasury 4.38 4.00
FTSE 100 9,061 9,000 CHF 2y Eidg. -0.1 0.00
SMI 12,077 12,600 CHF 10y Eidg. 0.42 0.50
MSCI Asia ex-Japan 829 864 EUR 2y Bund 1.84 1.50
MSCI China 82 86 EUR 10y Bund 2.64 2.25
Topix 2,926 3,050 GBP 2y Gilt 3.88 3.50
MSCI EM 1,265 1,310 GBP 10y Gilt 4.64 4.25
MSCI AC World 1,118 1,150 JPY 2y JGB 0.83 0.90
JPY 10y JGB 1.59 1.30
Currencies Commodities
EURUSD 1.17 1.23 Brent crude, USD/bbl 68.5 68
GBPUSD 1.36 1.40 Gold, USD/oz 3,388 3,500
USDCHF 0.79 0.76
USDCAD 1.36 1.32
AUDUSD 0.66 0.70
EURCHF 0.93 0.94
NzDUSD 0.60 0.64
USDJPY 146 136
USDCNY 7.16 7.00

Source: Bloomberg, UBS, as of 24 July 2025. Latest forecasts available in the Global forecasts publication, published weekly.
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The Messages in Focus (MIFs) are a set of high-conviction investment narratives from CIO. These narratives combine our top views
across asset class preferences, short-, medium-, and longer-term themes, and alternatives.

MIFs

Elevator pitch

Investment ideas

Prepare for market volatility

27
SN

After a strong run for global equities and with risks on the horizon, investors
who are already allocated to equities in line with their strategic benchmarks
should consider implementing short-term hedges and those underallocated
should prepare to add exposure on potential market dips in the weeks ahead.

In the US, we like US tech, health care, utilities, and financials.

In Europe, we like Swiss high-quality dividends, European quality, and our
"Six ways to invest in Europe" theme.

In Asia, we like China's tech sector, Singapore, and India. We also like Brazil.

¢ Phasing-in strategies

e Capital preservation strategies

e Preferred areas:
US: Technology, health care,
utilities, financials
Europe: Swiss high-quality divi-
dend and income strategies, " Six
ways to invest in Europe," quality
stocks
Asia: China tech, Singapore, India
Brazil

Navigate political risks

Gold remains an effective hedge against political risks, in our view.

Although the Iran-Israel conflict has lessened in severity in recent weeks, geopolitical
risks remain.

And gold can also be an effective hedge against potential fears of political
interference at the Fed, elevated budget deficits, and the risk of higher-than-
expected inflation.

We maintain our USD 3,500/0z target and do not rule out the potential for
prices to exceed this level if political risks escalate.

e Gold
¢ Alternatives incl. hedge funds

Buy quality bonds
[afla)

\

We see a better risk-reward in quality (high grade and investment grade)
bonds.

Yields remain relatively high, while high yield bonds and senior loans look less
attractive at this stage due to their tighter spreads.

From a duration standpoint, we continue to favor medium duration, given
the risk of higher volatility at the long end of the curve.

e Agency MBS and investment
grade bonds

o Select credit opportunities in
APAC and Europe

14 UBS House View | August 2025
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Elevator pitch

Messages in Focus

Investment ideas

Reduce excess dollar
exposure
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Questions about Fed independence and rising US debt levels continue to
undermine the US dollar’s traditional role as a perceived “safe haven” during
periods of market uncertainty and as a “default” currency for many
international investors.

While high interest rates make hedging dollar exposure expensive, we believe
that investors should respond to the changing nature of global currencies by

reviewing their currency allocations and aligning them with those required to
meet liabilities or spending plans.

Hedge USD exposure implicit in
US assets

Increase allocations to EUR and
AUD

Reduce excess USD cash
exposure

Switch USD bond holdings to
EUR IG

Invest in transformational
innovation

-

We expect structural growth ideas—Al, power and resources, and longevity—
to deliver attractive returns in the years ahead and would use any dips to build
exposure.

In Al, diversified exposure across infrastructure, semiconductors, and
applications should capture accelerating adoption and monetization.

We expect power and resources to continue to benefit from surging electricity
demand.

Meanwhile, longevity is supported by demographic shifts and rapid innovation
in health care, medtech, and wellness.

Al
Power and Resources
Longevity

August 2025 | UBS House View 15
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Asset allocation implementation

The UBS House View is our current assessment of the global economy and financial markets, with corresponding investment
recommendations. The asset allocation implementation of this view can vary based on the portfolio types and objectives.

Jason Draho, PhD, Head of Asset Allocation Americas; Michael Gourd, Asset Allocation Strategist; Danny Kessler, Asset Allocation Strategist

Our tactical asset class preferences

© Attractive
e US Agency MBS
e US investment grade corporate bonds
* Gold

Implementation guidance

US equity markets have continued their strong performance over
the past month and are now up roughly 8% since the beginning
of June. The rally has gotten tailwinds from solid US economic
data as well as US policy decisions, from passage of the One Big,
Beautiful, Bill (OBBB) to tariff policy as the Trump administration
converges toward a universal (with exceptions) 15% rate on trade
partners. We continue to think policy-driven uncertainty peaked in
the first half of 2025 and expect inflation and growth dynamics to
be the major focus for markets through the remainder of the year.

We expect US economic growth to slow in the coming months,
but not enough to trigger a recession. As tariff-driven price infla-
tion increasingly gets passed on to end consumers, spending
should pull back, dampening growth. The timing and sequencing
of this is important, and we expect to see the tariff impact on
inflation become more evident in the next few months. Given
there is typically a lag between higher prices and the pullback in
consumption, we are anticipating weaker growth into the end of
the year.

Turning to the Fed, we still expect the first rate cut to come in
September, as several FOMC participants have expressed the view
that tariff-induced inflation is likely to be a one-off price increase
rather than the start of a sustained pattern of higher price adjust-
ments. Given that view and the likely slowdown in job growth, we
forecast the FOMC to cut by 25bps at four consecutive meetings
starting in September, for a full 1% reduction in policy rates by
1Q26. This assumes that there will be volatile headlines around
tariffs, but that the ultimate effective rate will settle around 15%.
In our view, this will hurt economic growth but won’t be high
enough to trigger a recession.
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Given our outlook, we have a few key messages for how investors
should position their portfolios. First, we think investors should
continue to consider using positions in gold as a hedge to help
navigate political risks, including both tariff-related and fiscal
concerns. Headline risks can cause quick sell-offs in risk asset mar-
kets, boosting the appeal of safe havens in this environment. We
also think investors should buy quality bonds to dampen portfo-
lio volatility. High-quality fixed income like Agency MBS or invest-
ment grade corporate bonds remain Attractive in our view, and
the high yields currently available can help produce portfolio
income and hedge against equity market declines.

The S&P 500 has recently been setting all-time highs, and techni-
cal indicators suggest returns over the coming months could be
lower than in recent months and with greater volatility. We fore-
cast the S&P 500 to reach 6,500 by next June, with sizable price
swings likely before January. Consequently, we recommend inves-
tors prepare for market volatility. Specifically, we recommend
that investors with equity allocations above their strategic targets
consider implementing short-term hedges. And for investors with
equity allocations below their strategic targets, we recommend
adding exposure on potential market pullbacks in the

weeks ahead.

Within US equities, we remain Neutral on value versus growth
and make no changes to our sector preferences. We maintain
our Attractive view on communication services, financials, health
care, utilities and information technology. Communication ser-
vices is Attractive due to solid digital advertising trends and inves-
tor enthusiasm around Al. Financials should benefit from ongoing
deregulatory initiatives and could see further shareholder capital
distribution following the latest round of stress test results.
Health care should benefit from improved policy clarity, attractive
valuations, and potential earnings upside. Within the tech sector,
Al should remain a key driver of equity market returns over the
coming years. Consequently, we believe it's important that inves-
tors hold sufficient long-term exposure to the theme. We cur-
rently see the best opportunities in the enabling layer of the
value chain, which benefits from significant investments. We also
like vertically integrated mega-caps, which are well positioned
across the value chain. Within a portfolio context we also like
utilities, as they are defensive and should do well in the event of
weaker economic activity.



Our preferences

Asset allocation implementation

Unattractive  Neutral Unattractive Neutral  Attractive
Cash Equity
US Equity

Fixed Income US Large Cap
US Gov't FI Comm Services (+)

US Gov't Short Cons Discretionary

US Gov't Intermediate Cons Staples

US Gov't Long Energy
TIPS Financials (+)
US Agency MBS Health Care ©
Us CMBS Industrials
US Municipal Info Technology (+)
US IG Corp FI Materials
US HY Corp FI Real Estate
Senior Loans Utilities (+)

Preferreds

US Growth Equity

EM Hard Currency Fl

US Value Equity

EM Local Currency Fl US Mid Cap

US Small Cap
Commodities Int'l Developed Markets
Gold Emerging Markets
oil

The asset class preferences provide high-level guidance to make investment decisions. The preferences reflect the collective judgement of the members of the House View

meeting, primarily based on assessments of expected total returns on liquid, commonly known indexes, House View scenarios, and analyst convictions over the next 12 months.

Note that the tactical asset allocation (TAA) positioning of our different investment strategies may differ from these views owing to factors including portfolio construction,

concentration, and borrowing constraints.

Attractive: We consider this asset class to be attractive. Consider opportunities in this asset class.

Neutral: We do not expect outsized returns or losses. Hold longer-term exposure.

Unattractive: We consider this asset class to be unattractive. Consider alternative opportunities.

Note: We have collapsed “Most Attractive” with “Attractive” and “Least Attractive” with “Unattractive” from the five-tier rating system that is found in the Equity Compass

into three tiers.
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US economic outlook

US economic outlook

Policy impact turns real

Brian Rose, PhD, Senior US Economist

Overview

Sentiment indicators turned sharply lower early this year amid
extraordinarily high policy uncertainty. With some trade deals
coming through and the reconciliation budget in the books, there
is now less uncertainty and sentiment has bottomed out.
However, the actual impact of policy changes is starting to be felt.
In Figure 1, tariff revenues have increased sharply, representing
real Americans paying real taxes on imported goods. Consumption
growth has moderated after a strong 2024 (Figure 2) and tariffs
are being passed through more broadly into retail prices (Figure 3).
Tariffs and tougher immigration policy hurt economic growth
while also pushing up inflation, creating more difficult policy
choices for the Fed. Figure 4 indicates that markets now expect
fewer Fed rate cuts this year even after negative GDP growth in
1Q. Our base case calls for cuts to resume in September, but this
could be delayed if the labor data hold up.

Figure 1

Tariffs becoming a significant source of revenue
Customs duties net receipts, in USD bn
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Source: Bloomberg, UBS as of 23 July 2025
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Growth

GDP data has been heavily distorted by the front-loading of
imports ahead of the tariff hikes, making it difficult to judge what
really happened to growth in the first half of the year. The official
data might end up showing a growth rate near 1% in 1H25, but
we suspect actual growth was somewhat stronger. As shown in
Figure 2, retail sales growth slowed after a strong 2024, but at
least consumer spending has held up better than sentiment.
Nonfarm payrolls have been resilient so far, averaging a solid
150,000 increase per month in 2Q25. We expect more sustained
weakness over a broad range of indicators in 2H25, including
much slower payroll growth, as policy uncertainty is supplanted by
the actual negative impact of tariffs, tighter immigration policy,
and government spending cuts. Al-related activity and overall
healthy private-sector balance sheets, in addition to modest fiscal
stimulus from the reconciliation budget, should help to avoid an
outright recession.

Figure 2
Consumption growth has moderated
Retail sales in USD bn
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Inflation

The most recent inflation data show tariffs starting to feed
through into retail prices more broadly. As shown in Figure 3, core
goods inflation, which excludes food and energy, hit a two-year
high of 0.7% in June. Core services inflation is still somewhat ele-
vated and progress has stalled recently, but shelter inflation should
trend lower in the months ahead, helping to contain overall infla-
tion. Tepid consumer spending and pushback against high prices
should also work to limit inflationary pressure. We still expect tar-
iffs to push up prices over the remainder of the year, with headline
CPl inflation reaching around 3.5% by year-end, but that outlook
depends on what happens after the self-imposed 1 August dead-
line for reaching trade deals. More aggressive implementation of
the administration’s immigration policies could potentially lead to
labor shortages and supply chain disruptions that become an addi-
tional driver of price increases.

Figure 3

Tariffs starting to push up goods prices
Core CPI goods and services, year-over-year change in %
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Source: Bloomberg, UBS as of 23 July 2025

US economic outlook

\ For our global economic forecasts,

IL ) please see our report Global forecasts.
Read the report >

Policy

As shown in Figure 4, on 8 April, just before the pause on recipro-
cal tariffs was announced, the market was pricing in more than
100bps of rate cuts by the end of 2025. However, with inflation
above-target and the unemployment rate still low at 4.1%, the
Fed’'s dual mandates have not provided a compelling reason to cut
rates and market pricing is now below 50bps of cuts. Our base
case calls for rate cuts of 100bps starting in September, with
50-75 bps of that in 2025. However, we continue to believe that
the Fed will need to see weaker labor data before it cuts and that
it could end up staying on hold for longer if the labor market
remains near full employment. On the fiscal side, Republicans
passed their reconciliation budget (One Big, Beautiful, Bill), elimi-
nating risks around the debt ceiling and providing a modest stimu-
lus over the next 12 months. However, a bipartisan deal on the
ordinary budget will be needed to avoid a government shutdown
after 30 September.

Figure 4

Market pricing fewer Fed rate cuts
Fed funds rate and futures market pricing, in %
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Asset class overview: Equities

Equities

We are Neutral on global equities. While we see upside potential over the next 12 months, we believe the near-term risk-reward is
less compelling this summer. Lingering tariff uncertainty and the prospect of softer economic data could introduce some short-
term volatility. We therefore maintain a Neutral stance. Over the next 12 months, reduced policy uncertainty, resilient consump-
tion, central bank cuts, and robust structural trends should support the asset class.

Eurozone
NEUTRAL

EURO STOXX 50 (index points, current: 5,355) June 2026 target

Emerging markets
NEUTRAL

MSCI EM (index points, current: 1,267) June 2026 target

House view 5,600 House view 1,310
7 Positive scenario 6,200 7 Positive scenario 1,390
N Negative scenario 4,200 N Negative scenario 980

Note: All current values as of 25 June 2025

We remain Neutral on Eurozone equities. We see a challenging
backdrop over the next few months, limiting near-term upside.
But as the negative catalysts pass, the outlook for European equi-
ties into 2026 starts to improve. We remain below consensus with
our near-term Eurozone earnings forecasts of 0% growth this year
(consensus 2%) and 5% for 2026 (consensus 12%). We recom-
mend using pullbacks to phase into high-quality European stocks,
our “Six ways to invest in Europe” theme, and transformational
opportunities that can support the European industrials and IT
sectors.

Japan
NEUTRAL

TOPIX (index points, current: 2,978) June 2026 target

Note: All current values as of 25 June 2025

We maintain our Neutral view on emerging market equities. With
current valuations less compelling after the recent rally, we expect
near-term consolidation as investors digest earnings, economic
data, and tariff rhetoric. We downgrade Taiwan to Neutral this
month. We believe above-average valuations, 4Q slowdown risks,
and ongoing tariff concerns should limit short-term upside. We
retain a positive view on mainland China's tech sector, supported
by robust earnings growth, Al innovation, and easing chip restric-
tions. We favor India and Brazil owing to their strong fundamen-
tals and supportive macro catalysts.

UK
NEUTRAL

FTSE 100 (index points, current: 9,138) June 2026 target

House view 3,050 House view 9,000
7 Positive scenario 3,140 7 Positive scenario 10,300
A Negative scenario 2,200 N Negative scenario 7,000

Note: All current values as of 25 June 2025

We remain Neutral on Japanese equities. The trade deal reached
between Japan and the US on 23 July was both earlier and more
favorable than the market had anticipated, improving sentiment
toward Japanese equities. Still, considerable uncertainty around
global trade agreements is likely to persist in the near term. A
short-term pause in momentum is also probable, given the
strength of the post-deal rally. We still view the trade deal and 1Q
FY25 earnings as a turning point for select beneficiaries. We favor
adding to lagging, high-quality cyclicals.
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Note: All current values as of 25 June 2025

We remain Neutral on UK equities and recommend selective expo-
sure. While we see a more positive medium-term outlook for the
entire European region, we believe near-term growth uncertainty
and currency headwinds for corporate profits warrant a more cau-
tious approach for the time being. We expect earnings to contract
further this year but believe 2025 will mark the bottom and see an
improving outlook for profits from next year. Our preferences tilt
to more resilient, higher-quality companies with structural growth
exposure to either key longer-term themes or positive European
policy developments.



US equities

Asset class overview: US equities

We have a Neutral view on US equities. We believe that the bull market is intact and that stocks will likely rise further over the
next year. However, there could be a pause in market gains in the short term.

David Lefkowitz, CFA, Head of US Equities; Nadia Lovell, Senior US Equity Strategist; Matt Tormey, US Equity Strategist

US equities overview

NEUTRAL
US equities
US stocks have recently reached new all-time highs in their recov-
ery from April’s tariff-induced sell-off. While we believe there are
further gains ahead, there could be a pause in the bull market in
the short term. US President Donald Trump continues to threaten
higher tariffs and extend the timeline for reaching trade agree-
ments, likely keeping a damper on business investment decision-
making. The delay could also further push out the timing of Fed
rate cuts if tariff-related inflation materializes later. Lastly, the 2Q
earnings season is underway. We expect more resilient results and
for S&P 500 EPS to grow 5% y/y. Our S&P 500 EPS estimates are
unchanged for 2025 and 2026 at USD 265 (6% growth) and USD
285 (7.5% growth), respectively.

US equities — sectors

Within financials, deregulation is a key driver for the banks. Net
interest income and capital markets activity should improve. Al
remains a key driver for information technology and communica-
tion services. Secular growth in digital advertising should also sup-
port communication services. Policy clarity and attractive valuations
should benefit health care. Utilities offer defensive exposure if eco-
nomic growth slows, and there is upside from Al power demand.

US equities - size

We have a neutral view across size segments. Small and mid-caps
have lagged large caps year to date. This is likely due to their more
cyclical nature as higher tariffs will still have an impact on eco-
nomic growth. However, attractive valuations relative to large caps
have historically led to outperformance for small caps over longer
time horizons. In the near term, potential Fed rate cuts could
boost the earnings outlook for small caps, but the scope of the
rate cuts will matter.

US equities - style

We have a neutral view on growth and value stocks. Growth
stocks are at record highs and currently trade at elevated relative
valuations. But these companies have been delivering impressive
earnings growth that we think is poised to continue. While value
stocks don't have exposure to Al tailwinds that we're bullish on,
financials are the largest sector in the benchmark. Trends in this
sector should improve owing to deregulation and a pickup in busi-
ness activity. Defensive companies in the benchmark should offer
protection if stocks experience any bouts of volatility due to con-
tinued trade frictions or a slowdown in economic activity.

S&P 500 (index points, current: 6,363) June 2026 target

House view 6,500
2 Upside 7,200
N Downside 4,500
Note: All current values as of 23 July 2025
Figure 1
Selective positioning
Unattractive  Neutral Attractive
US equities
Communication services (+)
Consumer discretionary
Consumer staples
Energy
Financials (+)
Health care (+]
Industrials
Information technology (+)
Materials
Real estate
Utilities (+]
Note: S&P 500 sector preferences
Source: UBS, as of 24 July 2025
Figure 2
EPS growth is slowing but remains healthy
C?Etribution to S&P 500 EPS growth, CIO estimates, in %
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Asset class overview: Bonds

Bonds

We continue to anticipate lower yields by the end of the year trending toward 4%. However, while volatility has fallen to a three-
year low, uncertainty regarding tariff-related impacts on growth and inflation remains. Therefore, this may not be a straight line
lower, as markets continue to adjust sentiment on a data-dependent Fed.

Alejo Czerwonko, Chief Investment Officer Emerging Markets Americas; Leslie Falconio, Head of Taxable Fixed Income Strategy;
Barry McAlinden, CFA, Fixed Income Strategist; Frank Sileo, CFA, Fixed Income Strategist

Government bonds
NEUTRAL

US 10-YEAR YIELD (current: 4.39%) June 2026 target

US investment grade corporate bonds
© ATTRACTIVE

US IG SPREAD (current: 81bps) June 2026 target

House view 4.00% House view 90bps
Note: All current values as of 23 July 2025 7 Positive scenario 80bps
N Negative scenario 180bps

The US 10-year Treasury remains rangebound, hovering at 4.25-
4.75% for the majority of 2025. The long end of the yield curve
continues to lag as rates rise globally and concerns linger over a
rising deficit. The correlation of 10-year Treasury yields and the
projected fed funds rate remains high, and therefore likely volatile
moving forward. We use the extremes in rates to adjust our inter-
est rate positioning.

Emerging market bonds
NEUTRAL

EMBIG DIV. / CEMBI DIV. SPREAD

(current: 310bps/250bps) June 2026 target

House view 375bps/300bps
7 Positive scenario 290bps/210bps
A Negative scenario 550bps/500bps

Note: All current values as of 23 July 2025

We keep a Neutral stance on emerging market credit. Fundamentals
remain robust and demand for bonds is strong, but valuations are
already tight and the asset class remains vulnerable to potential set-
backs. We expect rangebound to slightly wider spreads over the
next six to 12 months, providing investors with a mid-single-digit
interest rate carry. Key risks include U.S. policy uncertainty, inflation
concerns, and the potential for an escalation in trade and/or geopo-
litical tensions.

EMBIG = hard-currency sovereign bonds; CEMBI = hard-currency corporate bonds

22 UBS House View | August 2025

Benchmark: ICE BofA
Note: All current values as of 23 July 2025

We hold an Attractive view. In recent months, IG spreads have
continued to grind tighter to 81bps, just 3bps above the post-GFC
tight that was reached in November 2024. With spreads currently
at the low end of their historical range, we believe the total return
outlook is mainly supported by carry, with potential upside from
falling government bond yields. We find IG’s yield of 5.0% to be
appealing and believe investors with excess cash holdings should
look to medium-duration IG bonds to lock in durable income.

US high yield corporate bonds

NEUTRAL
USD HY SPREAD (current: 290bps) June 2026 target
House view 350bps
7 Positive scenario 300bps
N Negative scenario 650bps

Benchmark: ICE BofA
Note: All current values as of 23 July 2025

We have a Neutral recommendation on high yield. We see limited
spread compression, as spreads have returned to the low end of
their 10-year historical average. Fundamentally, credit metrics
remain strong with aggregate leverage at 4.3x below its long-term
average. CIO's forecast for the HY default rate is 2-3% for the
next 12 months. The 7.0% yield should support total returns if
spreads were to widen.



Municipal bonds

NEUTRAL
We remain Neutral. Munis underperformed in 1H25 as elevated
supply led to a bear steepening of the curve beyond 10 years.
Negative price action overwhelmed coupon income in 1H25. We
expect 2H25 to produce better performance than 1H25. Tax-
equivalent muni index yield continues to hover near 15-year highs,
representing attractive long-term value. We prefer the three- to
seven-year and 17- to 30-year range on the curve. We prefer
larger, higher-quality issuers.

Non-US developed fixed income

NEUTRAL
Over the past month, bond yields in non-US developed markets
moved mostly higher, with especially large moves in Germany and
Japan. On foreign exchange markets, the dollar was mixed but
overall weaker against other major currencies, boosting the value
of non-dollar bonds in dollar terms. These factors were offsetting,
leaving the asset class little changed for the month. With US
bonds offering higher yields than those in most other developed
markets, we do not recommend a strategic asset allocation posi-
tion on the asset class.

Additional US taxable fixed income (TFl) segments

Agency bonds

We continue to prefer agency MBS over agency debt. While
spreads have remained tight in the debt sector, agency MBS has
maintained a range of 130-160bps. We see better performance in
agency MBS given current spread and carry and therefore remain
Neutral on agency debt.

The current spread is +8bps (versus +11bps last month)

Mortgage-backed securities (MBS)

© ATTRACTIVE

Although interest rate volatility has declined to nearly a three-year
low, agency MBS spreads have lagged. The unknowns ahead
regarding policy impact on interest rates and continued rhetoric
regarding the Fed have kept investors sidelined. We continue to
believe spreads will compress in the second half, as deregulation
and tight corporate credit remain a tailwind to the sector.

AGENCY MBS SPREAD (current: 150bps)

December 2025 & June 2026 target 130bps
House view 105bps
7 Positive scenario 95bps
N Negative scenario 160bps

Note: All current values as of 23 July 2025

Asset class overview: Bonds

Preferred securities

NEUTRAL
Preferreds have lagged HY and IG this year. We began 2025 with
muted return expectations based on the sector’s tight valuations.
But scant value has been a persistent challenge within most credit
sectors. The lack of competitive yield alternatives will likely bolster
preferreds from here, especially as its relatively weaker perfor-
mance in the first half has improved its yield comparisons. The
sector should benefit from a benign rate backdrop and supportive
supply-demand dynamics.

Treasury Inflation-Protected Securities (TIPS)

NEUTRAL
While inflation expectations have remained anchored in the long
end, there has been a recent uptick in the trend. With the 1
August tariff deadline nearby and the expectation of a higher
anticipated PCE, we could see a rise in expectations over the near
term. We continue to prefer 10-year TIPS at a 2.25-2.50% yield
and await a better entry point.

US 10-YEAR REAL YIELD (current: 1.92%) June 2026 target

House view 1.50%
7 Positive scenario 0.75%
N Negative scenario 2.30%
Note: All current values as of 23 July 2025
Figure 1
UBS CIO interest rate forecast
In %
usT Current Sep-25 Dec-25 Mar-26 Jun-26
2-year 3.9 3.8 3.8 3.8 3.8
5-year 3.9 3.8 3.8 3.8 3.8
10-year 4.4 4.0 4.0 4.0 4.0
30-year 49 4.8 4.8 4.8 4.8
Source: Bloomberg, UBS, as of 23 July 2025
Figure 2
HY corporate spreads are at 10-year historical lows
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Source: Bloomberg, ICE BofA, UBS, as of 22 July 2025
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Asset class overview: Commodities

Commodities and listed real estate

Our benchmark, the UBS CMCI commodity total return index, is up by a mid-single-digit percentage year-to-date. Positive roll
gains in several commodities due to a downward-sloping futures curve and elevated cash collateral returns as US interest rates
stay elevated continue to provide tailwinds. We anticipate high-single-digit total returns over the next 12 months.

Dominic Schnider, CFA, CAIA, Strategist, UBS Switzerland AG; Giovanni Staunovo, Strategist, UBS Switzerland AG; Thomas Veraguth,
Strategist, UBS Switzerland AG; Wayne Gordon, Strategist, UBS AG Singapore Branch

Commodities
NEUTRAL

GOLD (current: USD 3,369 /0z)
© ATTRACTIVE

June 2026 target

BRENT (current: USD 69.18/bbl)
NEUTRAL

June 2026 target

House view USD 3,500/0z

Note: All current values as of 25 June 2025. Gold is considered a safe-haven asset
whose price tends to rise when risk assets, such as equities, fall, and vice versa.

Precious metals

In April 2025, gold prices experienced significant fluctuations,
reaching an all-time high of USD 3,500/0z in mid-April before
declining to around USD 3,300/0z by month’s end—a 5% pull-
back from the peak. World Gold Council's first-quarter demand
trends report signals ongoing strong investment and central bank
buying, with overall demand reaching 1,206 metric tons, its stron-
gest first quarter since 2016. Accordingly, we see gold well sup-
ported by perceived safe-haven and diversification demand and
like to use the elevated volatility to sell price downside in XAUUSD
at a strike of USD 3,150/0z or below.

Base metals

Copper prices are up over 39% year-to-date in the US and a solid
11% in London (LME). US prices would likely rise even higher if
Trump implements the threatened 50% tariff on copper imports.
With prices set to stay at high levels, US copper imports should
slow as consumers draw on cheaper inventories. This may result in
softer prices outside the US (i.e., at the LME). But limited supply
growth globally—a key driver of the metal’s persistent market def-
icit—means any price weakness is likely to be modest and
short-lived.

Agriculture

Agriculture has staged a modest recovery so far this quarter, with
our benchmark CMCI index up almost 2.0% quarter-to-date to be
broadly flat this year. Sector wise, grains and oilseeds have led the
recovery, with wheat, soybeans, and soybean oil leading the
rebound as weather and policy-related risks emerged to drive
short covering.
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House view USD 68/bbl

Note: All current values as of 25 June 2025

Crude oil

Crude oil prices remain supported by tight markets in key regions,
likely driven by modest OPEC+ production increases and Chinese
oil stockpiling activity. But the market may loosen up as we
approach the end of the year, which could lead to lower prices.
So, we expect Brent to stay in the USD 60-70/bbl trading range
for now and then potentially test the lower part of that range
later in the year.

Listed real estate

RUGL Index (current: USD 6,302) June 2026 target

House view usD 8,000
7 Positive scenario* usD 8,000
N Negative scenario* usD 6,800

Note: All current values as of 25 June 2025
*Positive and Negative scenarios reflect December 2025 targets.

We like companies that seek growth and engage in acquisitions or
accretive issuance, while exhibiting strong pricing power, profitable
pipelines, attractive yield gaps, and robust cash flows. Companies
trading at discounts offer opportunistic potential returns only if
they manage to grow their activities, which is a challenge. Also,
because their average capital costs are still slightly increasing,
selectivity is required. We expect real estate values to recover and
profit from further rental growth over the medium term.



Foreign exchange

The USD is Unattractive; EUR and AUD are Attractive.

Dominic Schnider, CFA, CAIA, Strategist, UBS Switzerland AG

We maintain our Unattractive view on the USD, expecting macro
and geopolitical headwinds to persist. Global investors are likely to
continue reassessing their US exposure in the quarters ahead. The
euro remains our preferred alternative, supported by fiscal stimu-
lus in Germany and increased European defense spending. We
also retain an Attractive rating on the Australian dollar, which
should benefit from high yields and limited direct exposure to the
US-China trade dispute.

Elsewhere, the Chinese yuan remains Neutral, with a gradual
recovery expected as trade tensions ease. Despite offering the
lowest yield in the G10, we remain Neutral on the Swiss franc,
which continues to serve as a haven in such uncertain times. We
continue to favor the Norwegian krone and Swedish krona, both
of which should benefit from European fiscal stimulus, with the
NOK in particular offering strong total return potential. The British
pound, too, stands to gain from the broader European reflation
story and continued high yields, despite the Bank of England's
gradual easing. We remain Neutral on the Japanese yen, as the
low carry and the slow-moving Bank of Japan don't provide imme-
diate catalysts to position in the yen, in our view.

Asset class overview: Foreign exchange

Emerging market currencies nearly moved in a straight line up
over the first half of the year, briefly interrupted by the “Liberation
Day” announcement on tariffs in early April. For the second half
of the year, we expect US dollar softness to prolong the supportive
backdrop, with interest rate carry doing its part to add to total
returns. We believe it is worth considering the Egyptian pound
again to gain exposure to a high carry currency in diversified port-
folios. We also remain on the lookout for opportunities to sell USD
upside against emerging market currencies for yield enhancement;
lately, this included opportunities in USDZAR and USDILS.

Geopolitical uncertainty has remained elevated for several years,
and we believe this environment is likely to continue. Recent
events have demonstrated that political instability is having a
growing influence on macroeconomic conditions. The impact of
tariffs on the US dollar will largely hinge on the next moves by the
US administration. In our base case, we expect the trade war to
weaken the US economy in coming quarters, prompting rate cuts
by the Federal Reserve and resulting in a weaker dollar. However,
if the trade war were unfolds in a more supportive way for the US
economy, the Fed would be less likely to cut rates, which could
allow the USD to rebound meaningfully.

FX strategy FX forecasts
Unattractive Neutral Attractive Current Sep-25 Dec-25 Mar-26 Jun-26
usD ) EURUSD 117 1.19 1.21 1.22 1.23
EUR "+ USDJPY 146 142 140 138 136
Py GBPUSD 1.36 1.38 1.39 1.39 1.40
USDCHF 0.79 0.78 0.78 0.77 0.76
GBP
USDCAD 1.36 1.35 1.34 1.33 1.32
CHF AUDUSD 0.66 0.66 0.68 0.70 0.70
AUD (+] NZDUSD 0.60 0.61 0.62 0.64 0.64
CNY USDSEK 9.52 9.08 8.84 8.69 8.54
USDNOK 10.12 9.50 9.26 9.10 8.94

Changes are based on the Foreign exchange preferences table found in UBS House
View Monthly Extended

Sources: SIX Financial Information, UBS, as of 25 July 2025
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Investment committee

The UBS investment process is designed to achieve replicable, high-quality
results through applying intellectual rigor, strong process governance, clear
responsibility, and a culture of challenge.

Based on the analyses and assessments conducted and vetted throughout
the investment process, the Chief Investment Officer (CIO) formulates the
UBS Wealth Management Investment House View at House View Investment
Meeting (HVIM). Senior investment professionals from across UBS, comple-
mented by selected external experts, debate and rigorously challenge the
investment strategy to ensure consistency and risk control.

The participants in the HVIM include top market and investment expertise
from across all divisions of UBS:

e Mark Haefele (Chair)

e Solita Marcelli (*)

e Ulrike Hoffmann-Burchardi

¢ Paul Donovan

e Min Lan Tan

e Themis Themistocleous

e Adrian Zuercher

e Mark Andersen

We recognize that a globally derived house view is most effective when com-
plemented by local perspective and application. As such, UBS has formed a
Wealth Management Americas US Investment Strategy Group:

e Ulrike Hoffmann-Burchardi

e Alejo Czerwonko

e Jason Draho (chair)

e Leslie Falconio

e David Lefkowitz

e Brian Rose

(*) Business area distinct from Chief Investment Office Global Wealth
Management

Cautionary statement regarding forward-looking
statements

This report contains statements that constitute “forward-looking state-
ments,” including but not limited to statements relating to the current and
expected state of the securities market and capital market assumptions.
While these forward-looking statements represent our judgments and
future expectations concerning the matters discussed in this document, a
number of risks, uncertainties, changes in the market, and other important
factors could cause actual developments and results to differ materially from
our expectations. These factors include, but are not limited to (1) the extent
and nature of future developments in the US market and in other market
segments; (2) other market and macroeconomic developments, including
movements in local and international securities markets, credit spreads, cur-
rency exchange rates and interest rates, whether or not arising directly or
indirectly from the current market crisis; (3) the impact of these develop-
ments on other markets and asset classes. UBS is not under any obligation
to (and expressly disclaims any such obligation to) update or alter its for-
ward-looking statements whether as a result of new information, future
events, or otherwise.
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Explanations about asset classes

Our preferences represent the longer-term allocation of assets that is
deemed suitable for a particular investor and were developed and approved
by the US Investment Strategy Committee. Our preferences are provided for
illustrative purposes only and will differ among investors according to their
individual circumstances, risk tolerance, return objectives and time horizon.
Therefore, our preferences in this publication may not be suitable for all
investors or investment goals and should not be used as the sole basis of any
investment decision. Minimum net worth requirements may apply to alloca-
tions to non-traditional assets. As always, please consult your UBS Financial
Advisor to see how our preferences should be applied or modified according
to your individual profile and investment goals.

Our preferences do not assure profits or prevent against losses from an
investment portfolio or accounts in a declining market.

Statement of risk

Equities:Stock market returns are difficult to forecast because of fluctua-
tions in the economy, investor psychology, geopolitical conditions and other
important variables.

Fixed income: Bond market returns are difficult to forecast because of fluc-
tuations in the economy, investor psychology, geopolitical conditions and
other important variables. Corporate bonds are subject to a number of risks,
including credit risk, interest rate risk, liquidity risk, and event risk. Though
historical default rates are low on investment grade corporate bonds, per-
ceived adverse changes in the credit quality of an issuer may negatively
affect the market value of securities. As interest rates rise, the value of a
fixed coupon security will likely decline. Bonds are subject to market value
fluctuations, given changes in the level of risk-free interest rates. Not all
bonds can be sold quickly or easily on the open market. Prospective inves-
tors should consult their tax advisors concerning the federal, state, local,
and non-U.S. tax consequences of owning any securities referenced in this
report.

Preferred securities: Prospective investors should consult their tax advisors
concerning the federal, state, local, and non-U.S. tax consequences of own-
ing preferred stocks. Preferred stocks are subject to market value fluctua-
tions, given changes in the level of interest rates. For example, if interest
rates rise, the value of these securities could decline. If preferred stocks are
sold prior to maturity, price and yield may vary. Adverse changes in the
credit quality of the issuer may negatively affect the market value of the
securities. Most preferred securities may be redeemed at par after five years.
If this occurs, holders of the securities may be faced with a reinvestment
decision at lower future rates. Preferred stocks are also subject to other
risks, including illiquidity and certain special redemption provisions.

Municipal bonds: Although historical default rates are very low, all munici-
pal bonds carry credit risk, with the degree of risk largely following the
particular bond’s sector. Additionally, all municipal bonds feature valuation,
return, and liquidity risk. Valuation tends to follow internal and external fac-
tors, including the level of interest rates, bond ratings, supply factors, and
media reporting. These can be difficult or impossible to project accurately.
Also, most municipal bonds are callable and/or subject to earlier than
expected redemption, which can reduce an investor’s total return. Because
of the large number of municipal issuers and credit structures, not all bonds
can be easily or quickly sold on the open market.
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Emerging Market Investments

Investors should be aware that emerging market assets are subject to,
among others, potential risks linked to currency volatility, abrupt changes in
the cost of capital and the economic growth outlook, as well as regulatory
and socio-political risk, interest rate risk, and higher credit risk. Assets can
sometimes be very illiquid, and liquidity conditions can abruptly worsen. CIO
GWM generally recommends only those securities it believes have been reg-
istered under federal US registration rules (Section 12 of the Securities
Exchange Act of 1934) and individual state registration rules (commonly
known as "Blue Sky" laws). Prospective investors should be aware that to
the extent permitted under US law, CIO GWM may from time to time rec-
ommend bonds that are not registered under US or state securities laws.
These bonds may be issued in jurisdictions where the level of required dis-
closures to be made by issuers is not as frequent or complete as that
required by US laws.

Investors interested in holding bonds for a longer period are advised to
select the bonds of those sovereigns with the highest credit ratings (in the
investment grade band). Such an approach should decrease the risk that an
investor could end up holding bonds on which the sovereign has defaulted.
Sub-investment grade bonds are recommended only for clients with a
higher risk tolerance and who seek to hold higher yielding bonds for shorter
periods only.

Nontraditional Assets

Nontraditional asset classes are alternative investments that include
hedge funds, private equity, real estate, and managed futures (col-
lectively, 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 sig-
nificant 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 sub-
stantial 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 pric-
ing or valuation information to investors; (7) generally involve complex tax
strategies and there may be delays in distributing tax information to inves-
tors; (8) are subject to high fees, including management fees and other fees
and expenses, all of which will reduce profits.
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Interests in alternative investment funds are not deposits or obligations of,
or guaranteed or endorsed by, any bank or other insured depository institu-
tion, and are not federally insured by the Federal Deposit Insurance Corpo-
ration, the Federal Reserve Board, or any other governmental agency. Pro-
spective 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 con-
sider an alternative investment fund as a supplement to an overall invest-
ment 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 secu-
rities, 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 associ-
ated with debt, adverse changes in general economic or local market condi-
tions, changes in governmental, tax, real estate and zoning laws or regula-
tions, 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 pri-
vate 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 US dollars, changes in the exchange rate between the US
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.
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Risk information

UBS Chief Investment Office’s (“CIO") investment views are pre-
pared 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 follows at the end of this section.

The investment views have been prepared in accordance with legal
requirements designed to promote the independence of invest-
ment 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 sit-
uation and needs of any specific recipient. It is based on numerous
assumptions. Different assumptions could result in materially differ-
ent results. Certain services and products are subject to legal restric-
tions 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 representa-
tion or warranty, express or implied, is made as to its accuracy or
completeness (other than disclosures relating to UBS). All informa-
tion 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. UBS may utilise artificial intelligence tools (“Al Tools”) in the
preparation of this document. Notwithstanding any such use of Al
Tools, this document has undergone human review.

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 pay-
able, the price or the value of any financial instrument or financial
contract; or (iii) to measure the performance of any financial instru-
ment including, without limitation, for the purpose of tracking the
return or performance of any Value or of defining the asset alloca-
tion of portfolio or of computing performance fees. By receiving
this document and the information you will be deemed to repre-
sent and warrant to UBS that you will not use this document or
otherwise rely on any of the information for any of the above pur-
poses. 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 invest-
ment instruments in the capacity of principal or agent, or provide
any other services or have officers, who serve as directors, either to/
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for the issuer, the investment instrument itself or to/for any com-
pany 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 trad-
ing 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 perfor-
mance. 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 pro-
duce and distribute separate research products independently of
each other. For example, research publications from CIO are pro-
duced 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, ratings, 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 cli-
ents 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 man-
agement (not including investment banking). Analyst compensa-
tion is not based on investment banking, sales and trading or prin-
cipal trading revenues, 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.

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 prod-
ucts 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 circumstances as may be permitted by applicable law. For
information on the ways in which CIO manages conflicts and main-
tains independence of its investment views and publication offer-
ing, and research and rating methodologies, please visit www.ubs.
com/research-methodology. Additional information on the relevant
authors of this publication and other CIO publication(s) referenced
in this report; and copies of any past reports on this topic; are avail-
able upon request from your client advisor.

Important Information About Sustainable Investing Strate-
gies: Sustainable investing strategies aim to consider and incorpo-
rate environmental, social and governance (ESG) factors into invest-
ment process and portfolio construction. Strategies across
geographies approach ESG analysis and incorporate the findings in
a variety of ways. Incorporating ESG factors or Sustainable Investing
considerations may inhibit UBS's ability to participate in or to advise
on certain investment opportunities that otherwise would be con-
sistent with the Client’s investment objectives. The returns on a
portfolio incorporating ESG factors or Sustainable Investing consid-
erations may be lower or higher than portfolios where ESG factors,
exclusions, or other sustainability issues are not considered by UBS,
and the investment opportunities available to such portfolios may
differ.

External Asset Managers / External Financial Consultants: In
case this research or publication is provided to an External Asset
Manager or an External Financial Consultant, UBS expressly prohib-
its that it is redistributed by the External Asset Manager or the
External Financial Consultant and is made available to their clients
and/or third parties.

USA: Distributed to US persons only by UBS Financial Services Inc.
or UBS Securities LLC, subsidiaries of UBS AG. UBS Switzerland AG,
UBS Europe SE, UBS Bank, S.A., UBS Brasil Administradora de
Valores Mobiliarios Ltda, UBS Asesores Mexico, S.A. de C.V., UBS
SuMi TRUST Wealth Management Co., Ltd., UBS Wealth Manage-
ment Israel Ltd and UBS Menkul Degerler AS are affiliates of UBS
AG. UBS Financial Services Inc. accepts responsibility for the
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content of a report prepared by a non-US affiliate when it
distributes reports to US persons. All transactions by a US
person in the securities mentioned in this report should be
effected through a US-registered broker dealer affiliated
with UBS, and not through a non-US affiliate. The contents
of this report have not been and will not be approved by any
securities or investment authority in the United States or
elsewhere. UBS Financial Services Inc. is not acting as a
municipal advisor to any municipal entity or obligated per-
son within the meaning of Section 15B of the Securities
Exchange Act (the “Municipal Advisor Rule”) and the opin-
ions or views contained herein are not intended to be, and
do not constitute, advice within the meaning of the Munici-
pal Advisor Rule.

For country information, please visit ubs.com/cio-country-disclaim-
er-gr or ask your client advisor for the full disclaimer.

Additional Disclaimer relevant to Credit Suisse Wealth Man-
agement

You receive this document in your capacity as a client of Credit
Suisse Wealth Management. Your personal data will be processed
in accordance with the Credit Suisse privacy statement accessible at
your domicile through the official Credit Suisse website. In order to
provide you with marketing materials concerning our products and
services, UBS Group AG and its subsidiaries may process your basic
personal data (i.e. contact details such as name, e-mail address)
until you notify us that you no longer wish to receive them. You can
optout from receiving these materials at any time by informing your
Relationship Manager.

Except as otherwise specified herein and/or depending on the local
Credit Suisse entity from which you are receiving this report, this
report is distributed by UBS Switzerland AG, authorised and regu-
lated by the Swiss Financial Market Supervisory Authority (FINMA).

Version A/2025. Cl1082652744

© UBS 2025. The key symbol and UBS are among the registered
and unregistered trademarks of UBS. All rights reserved.
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UBS Financial Services Inc. is a subsidiary of UBS AG.
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