Corporate caution...
to the wind
The US tax resolution is expected to increase corporate confidence
and fuel M&A activity

Clarity on tax reform restores confidence
In the fourth quarter of 2017 it was clear that many companies
were watching and waiting for passage of the Tax Cuts and Jobs
Act before moving forward with long-term corporate planning.
Ian Read, CEO of Pfizer, put it best in his company’s second
quarter earnings call last year, stating, “There are short term
events in the marketplace, such as tax reform, that may change
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asset values. Any focus on business development is somewhat
delayed by the resolution of that.” Certainly, deal activity slowed
somewhat in the back half of 2017. However, with the recent
passage of the tax bill, this sentiment seems to be dissipating.
Greater certainty is likely to embolden corporate leadership to
act more decisively, and we believe that the result will be an
increased level of mergers and acquisitions (M&A) activity.

USD 225bn
in mergers announced within the first
month of 2018—the strongest start to
a year in nearly two decades.2

Deloitte 2018 M&A Trend Report.
Bloomberg: “Global M&A is having a Moment with Best Start to Year Since 2000.” February 1, 2018.
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A repatriation spending spree
Since the tax holiday of 2004 expired, US companies have kept
their ex-US cash balances offshore to avoid paying high US
corporate tax rates—with the hope of reducing or avoiding
taxation on their offshore profits in the event of a tax reform.
Under the new tax bill, corporations now have an incentive to
repatriate cash at significantly lower tax rates, which will lead to
a return of domestic cash on balance sheets. The question
remains: what will these companies do with their increased
buying power?
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of US executives identified M&A as
their number one intention for cash
reserves4

Additional factors supporting a strong M&A environment
in 2018
Strong equity markets
Accelerating GDP
Flattening yield curve
Strong activity in Europe expected to continue
Widening Weighted Average Cost of Capital (WACC)
spreads
Supply / demand imbalance with the exit of proprietary
trading desks
Record dispersion between market winners and losers
Increased pressure for technological advancements
Shareholders are receptive to transformative transactions
New administration is expected to be more relaxed with
respect to anti-trust challenges

Over the past 20 years, corporate share repurchases have been
considered a surefire way to boost earnings. However, in recent
years, companies actively repurchasing their shares have
underperformed the broad equity market by roughly 20%—a
signal to corporations to consider other uses for excess cash.3 A
recent M&A survey from Deloitte supports this notion, as M&A
was identified as the top potential target for cash reserves—both
domestic and repatriated.4

14%
of US executives identified share
repurchasing as their number one
intention for cash reserves4

“We believe tax reform in the
US will be very supportive of
corporate activity and represents
an inflection point in the M&A
market, as corporate confidence
continues to build and offshore
cash will be repatriated with new
tax incentives. Combined with
a supportive market backdrop—
including resurgent global
economic growth and a healthy
deal environment in Europe—
skilled managers have the
opportunity to take advantage of
what we believe is the most
attractive merger environment
in many years.”
Blake Hiltabrand, Head of Merger Arbitrage Research
and Senior Portfolio Manager at UBS O’Connor

As of the end of January 2018, performance of the SPDR S&P 500 Buyback ETF since its inception (February 2015) was 20% lower than performance in the
SPDR S&P 500 ETF Trust during the same time period.
4 Deloitte 2018 M&A Trend Report.
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Additional Considerations
This document is for informational purposes only and is not intended to be
construed as an invitation or offer of securities or to conclude a contract or to
buy and sell any security or related financial instrument. Such an offer will only
be made by means of a confidential offering memorandum. This material is
confidential and intended solely for the information of the person to whom it
has been delivered and may not be distributed in any jurisdiction where such
distribution would constitute a violation of applicable law or regulations or
to certain categories of investors. Recipients may not reproduce or transmit
it, in whole or in part, to third parties. The program described herein is for
sophisticated investors or professional clients as the program by its nature
involves a substantial degree of risk. This document is not to be distributed
to or relied upon by retail clients under any circumstances. The information in
this document does not constitute advice and does not take into consideration
your investment objectives, legal, financial or tax situation or particular needs in
any other respect. Investors should seek professional advice as to the suitability
of the program. If conflicts exist between this document and the applicable
offering memorandum, the offering memorandum takes precedence. Any
returns presented may or may not be indicative of the returns of the share class,
series, and/or fund offered to you. Commissions and costs have a negative
impact on performance. Should the currency of a financial product or service
not match your reference currency, performance may rise or fall due to currency
fluctuations. Your actual returns may be different and can be determined from
the statements sent by the fund’s administrator.
Unless otherwise noted, the information used to create information presented
was based solely on information collected and retained by the investment
manager and is believed to be reliable, but its accuracy cannot be guaranteed.
Information used herein may have been obtained from third party sources
including affiliates and as such the investment manager makes no representations as to the accuracy of such source or information which is subject
to change without notice to the recipient. Notwithstanding the foregoing,
third party funds and managers have neither reviewed nor approved any of
the charts, graphs or other materials prepared by UBS based on information contributed by such third party funds and managers. If contained in a
presentation, the information herein is not intended to be read in isolation
and may not provide a full explanation of all of the topics that were presented
and discussed. All such information and opinions are subject to change without
notice. Neither this document nor the securities nor any other financial
instruments referred to herein have been registered or filed with or approved
or disapproved by any regulatory authority of any country or jurisdiction,
and no regulatory authority has passed upon or endorsed upon the merits of
this product or the accuracy or adequacy of this document. UBS may have a
position in and may make a purchase and/or sale of any of the securities or
other financial instruments mentioned in this document. This document may
contain statements that constitute “forward-looking statements”, including,
but not limited to, statements relating to our future business development.
While these forward-looking statements represent our judgments and future
expectations concerning the development of our business, a number of risks,
uncertainties and other important factors could cause actual developments
and results to differ materially from our expectations. Any market or investment views expressed are not intended to be investment research. Source for
all data and charts (if not indicated otherwise): UBS Asset Management, a
business division of UBS AG.
For Switzerland: This document has been issued by UBS AG, a company
registered under the Laws of Switzerland, and its affiliates. The following
paragraph refers only to fund(s) mentioned in this document, which are
distributed in or from Switzerland, which are managed by UBS and/or any
of its affiliates and having UBS Fund Management (Switzerland) AG as
Representative in Switzerland. Any such fund(s) referenced herein are intended
only for Swiss qualified investors pursuant to Art 10.3 of the Collective
Investment Schemes Act (CISA) and are not allowed to be distributed to the
retail public (i.e. non-qualified investors).
Information for Swiss qualified Investors: Representative in Switzerland is
UBS Fund Management (Switzerland) AG, Aeschenplatz 6, 4052 Basel.
Paying Agent in Switzerland: UBS Switzerland AG, Bahnhofstrasse 45, 8001
Zürich. The relevant Legal Fund Documents to this fund (s) are available free
of charge from the Representative in Switzerland. Before any investment,
please read the latest Legal Fund Documents. The information herein is not
intended to be construed as a solicitation or an offer to invest in the fund(s).
Past performance is not a reliable indicator of future results. The performance

shown does not take account of any commissions and costs charged when
subscribing and redeeming. If the currency of the fund(s) is different from
your reference currency, the return can increase or decrease as a result of
currency fluctuations. This information pays no regard to the specific or
future investment objectives, financial or tax situation or particular needs of
any specific recipient. The details and opinions contained in this document are
provided by UBS Hedge Fund Solutions LLC without any guarantee or warranty
and are for the recipient’s personal use and information purposes only. This
document and its contents have not been reviewed by any regulatory authority
in Switzerland.
For USA: This document has been issued by UBS O’Connor LLC for distribution
to professional clients or sophisticated investors only. Funds are offered through
UBS Asset Management (US) Inc./UBS Financial Services Inc. (a member of
FINRA and SIPC). UBS O’Connor LLC (an investment adviser registered with the
US Securities and Exchange Commission) and UBS Financial Services Inc./UBS
Asset Management (US) Inc. are wholly-owned subsidiaries of UBS AG.
For EMEA: This document has been issued by UBS O’Connor Limited, a
company registered under the laws of the United Kingdom, however it has not
been prepared in line with the Financial Conduct Authority of the UK (FCA)
requirements designed to promote the independence of investment research
and is not subject to any prohibition on dealing ahead of the dissemination of
investment research. In relation to each member state of the EEA which has
implemented the Alternative Investment Fund Managers Directive (Directive
(2011/61/EU), the “AIFMD”), this document may only be distributed, and
Shares in the Fund may only be offered or placed, in a member state to the
extent that: (i) the Fund is permitted to be marketed to professional investors
in the relevant member state (as implemented in the local law/regulation of
that member state); or (ii) this document may otherwise be lawfully distributed
and/or the Shares in the Fund may otherwise be lawfully offered or placed in
that member state (including at the initiative of the investor). In relation to
each member state of the EEA which, at the date of this document, has not
implemented the AIFMD, this document may only be distributed, and Share in
the Fund may only be offered or place, to the extent that this document may
be lawfully distributed and the Shares in the Fund may be lawfully offered
or placed in that member state. Funds are offered to Professional Client and
Eligible Counterparty customers in the UK through UBS O’Connor Limited, a
direct wholly-owned subsidiary of UBS AG, and UBS Asset Management (US)
Inc. (a member of FINRA and SIPC), an indirect wholly-owned subsidiary of
UBS AG.
For Hong Kong: This document and its contents have not been reviewed by
any regulatory authority in Hong Kong. No person may issue any invitation,
advertisement or other document relating to the Interests whether in Hong
Kong or elsewhere, which is directed at, or the contents of which are likely to
be accessed or read by, the public in Hong Kong (except if permitted to do so
under the securities laws of Hong Kong) other than with respect to the Interests
which are or are intended to be disposed of only to persons outside Hong
Kong or only to “professional investors” within the meaning of the Securities
and Futures Ordinance (Cap. 571) and any rules made thereunder. The use of
simulated past performance is not permitted in this jurisdiction.
For Singapore: This document has not been registered with the Monetary
Authority of Singapore pursuant to the exemption under Section 304 of the
SFA. Accordingly, this document may not be circulated or distributed, nor may
the Securities be offered or sold, whether directly or indirectly, to any person in
Singapore other than (i) to an institutional investor pursuant to Section 304 of
the SFA.
For Australia: This document has been prepared and issued by UBS O’Connor
LLC. UBS O’Connor LLC is an investment adviser registered with the US Securities
and Exchange Commission and such is regulated under a regulatory regime
that differs from the Australian regulatory regime. UBS O’Connor does not hold
an Australian Financial Services Licence and is not authorised and regulated by
the Australian Securities and Investments Commission (“ASIC”). UBS O’Connor
is permitted to provide financial services to wholesale clients in Australia in
reliance on Class Order CO 03/1100 issued by ASIC. This document is intended
for limited distribution to professional investors only. It is not to be distributed
to or relied upon by retail clients. This document is general information only and
does not take into account your objectives, financial situation or needs. Before
investing you should seek professional advice. Any investment involves risk. UBS
O’Connor LLC does not guarantee the performance of any investment.
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For Brunei: This document has not been delivered to, licensed or permitted by
the Authority as designated under the Brunei Darussalam Mutual Funds Order
2001. Nor has it been registered with the Registrar of Companies. This document
is for informational purposes only and does not constitute an invitation or
offer to the public. As such it must not be distributed or redistributed to and
may not be relied upon or used by any person in Brunei other than the person
to whom it is directly communicated, (i) in accordance with the conditions
of section 21(3) of the International Business Companies Order 2000, or
(ii) whose business or part of whose business is in the buying and selling of
shares within the meaning of section 308(4) of the Companies Act Cap. 39.
For Malaysia: This document is sent to you, at your request, merely for
information purposes only. No invitation or offer to subscribe or purchase
securities is made by UBS Asset Management as the prior approval of the
Securities Commission of Malaysia or other regulatory authorities of Malaysia
have not been obtained. No prospectus has or will be filed or registered with
the Securities Commission of Malaysia.
For Vietnam: This document does not contemplate an offer to sell the
securities in Vietnam and has not been approved by the State Securities
Commission of Vietnam which takes no responsibility for its contents. No
offer to purchase the securities will be made in Vietnam and this document
is intended to be read by the addressees only. Investors should themselves
carefully balance the risks and the level of those risks before they make any
decision to invest in the securities. Investors are responsible for obtaining all
approvals required by the laws of Vietnam.
For Thailand: NOTICE TO RESIDENTS OF THAILAND – the securities will not
be offered or sold, directly or indirectly, in Thailand. UBS Asset Management
is not licenced to publically offer securities in Thailand. Thai investors must be
authorised to engage in the purchase of Securities of the type being offered
or sold. Thai investors are responsible for obtaining all relevant government
regulatory approvals/licences, consents, verification and/or registrations from
relevant Thai governmental and regulatory authorities required to invest in the
securities and required for the purposes of remitting any amounts in foreign
currencies for the investment.
For Korea: The securities may not be offered, sold and delivered directly or
indirectly, or offered or sold to any person for re-offering or resale, directly or
indirectly, in Korea or to any resident of Korea except pursuant to the applicable
laws and regulations of Korea, including the Capital Market and Financial
Investment Business Act and the Foreign Exchange Transaction Law of Korea,
the presidential decrees and regulations thereunder and any other applicable
laws, regulations or rules of Korea. The securities have not been registered
with the Financial Services Commission of Korea (FSC) for a public offering in
Korea nor has it been registered with the FSC for distribution to non-qualified
investors in Korea.
For People’s Republic of China: This document and its contents have not been
reviewed by, delivered to or registered with any regulatory or other relevant
authority in the People’s Republic of China (the “PRC”). This document is for

informational purposes and should not be construed as an offer or invitation to
the public, direct or indirect, to buy or sell securities. This document is intended
for limited distribution and only to the extent permitted under applicable laws
in the PRC. No representations are made with respect to the eligibility of any
recipients of this document to acquire interests in securities under the laws of
the PRC.
The securities may not be offered or sold directly or indirectly in the People’s
Republic of China (the “PRC”). Neither this document or information
contained or incorporated by reference herein relating to the securities,
which have not been and will not be submitted to or approved/verified by
or registered with the China Securities Regulatory Commission (“CSRC”)
or other relevant governmental authorities in the PRC pursuant to relevant
laws and regulations, may be supplied to the public in the PRC or used in
connection with any offer for the subscription or sale of the Securities in the
PRC. The Securities may only be offered or sold to the PRC investors that are
authorized to engage in the purchase of Securities of the type being offered
or sold. PRC investors are responsible for obtaining all relevant government
regulatory approvals/licenses, verification and/or registrations themselves,
including, but not limited to, any which may be required from the CSRC, the
State Administration of Foreign Exchange and/or the China Banking Regulatory
Commission, and complying with all relevant PRC regulations, including,
but not limited to, all relevant foreign exchange regulations and/or foreign
investment regulations.
For Taiwan: This document and its contents have not been reviewed by,
delivered to or registered with any regulatory or other relevant authority in the
Republic of China (R.O.C.). This document is for informational purposes and
should not be construed as an offer or invitation to the public, direct or indirect,
to buy or sell securities. This document is intended for limited distribution and
only to the extent permitted under applicable laws in the Republic of China
(R.O.C.). No representations are made with respect to the eligibility of any
recipients of this document to acquire interests in securities under the laws of
the Republic of China (R.O.C.).
For Canada: Services to Canadian persons for any strategy herein are provided
by UBS Asset Management (Canada) Inc., a Nova Scotia corporation and a
member of the UBS Asset Management business division of UBS AG, a publicly
traded Swiss bank (NYSE: UBS). UBS Asset Management (Canada) Inc. is an
indirect wholly-owned subsidiary of UBS AG and is registered as a portfolio
manager and exempt market dealer (in all provinces of Canada), commodity trading manager (Ontario), adviser – commodity futures (Manitoba) and
investment fund manager (Ontario, Quebec and Newfoundland), all pursuant
to Canadian securities law. This document can be distributed in Canada to
Accredited Investors who qualify as Permitted Clients only. UBS O’Connor LLC
may be considered a connected or related issuer of UBS Asset Management
(Canada) Inc. in connection with a distribution of the strategy herein to
investors in Canada.
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