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As explored in this month‘s Feature article, stocks and bonds appear to be giv-
ing conflicting assessments of the age of the bull market. Bond markets appear 
to be saying the Fed has tightened too much, while stock markets have rallied 
strongly—nearing new all-time highs—suggesting that the current policy stance 
isn‘t a threat to the economic expansion. 

In our view, not only is the economic expansion likely to persist for some time, but 
growth is also poised for a reacceleration later this year. Against this backdrop, 
this month‘s In Context article outlines our tactical asset allocation changes this 
month. In short, we are increasing our overweight to equities, while shifting our 
overweight from the US to Japanese and emerging market stocks, which are 
better positioned to benefit from this acceleration. 

In honor of Earth Day, our Thematic Spotlight article takes a step back to look 
at trends in global energy supply and demand. Keeping pace with the world‘s 
needs for a secure and sustainable supply of energy continues to be a challenge, 
but the outlook is promising. After decades of investment and research, renew-
able energy sources are poised to grow to about 40% of global power genera-
tion by 2040. This revolution presents an opportunity for investors to take part 
in the potential profits, while also becoming a part of the solution. 
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End or extend?

How old is the business cycle? You could ask the same question about the woman in 
the picture below. In this famous optical illusion, which seems to have first appeared 
on an 1888 German postcard, younger or older depends on your perspective.

After 10 years, economists might say the current business cycle looks old. But if the 
Federal Reserve is “done” hiking rates, are they seeing it all wrong?

Mark Haefele
Global Chief Investment Officer
Wealth Management

Follow me on LinkedIn 
linkedin.com/in/markhaefele

Follow me on Twitter
twitter.com/UBS_CIO

Pivot to planning
Lessons from Tiger Woods on 
longevity and human capital

Figure 1

A famous optical illusion 

Source: Cartoonist W.E. Hill, 1915 (adapted from a picture going back at least to an 1888 German postcard)

Young or old?
If growth continues while 
inflation stays contained 
the business cycle may be 
younger than it looks.

Too much, too soon?
Bond markets appear to be 
saying the Fed has tightened 
too much. We disagree, but 
are looking for confirmation 
in credit conditions, growth, 
and labor markets.

Asset Allocation
We have added positions 
in emerging market and 
Japan equities that should 
benefit from a continued 
benign backdrop, while 
holding positions to cushion 
downside.  

A premature pause?
Any evidence that the 
Fed is “falling behind the 
curve” on inflation would 
likely lead markets to price 
a resumption of rate hikes, 
and have a negative impact 
on risk assets.
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The traditional account of the business cycle is very familiar. An expanding economy 
eventually runs short of the resources needed to supply demand, prices rise, central 
banks hike rates to curtail inflation, and the economy slows. Then, inflationary pres-
sures ease, central banks cut rates, demand grows, and the cycle starts afresh. 

Through this lens, it would be easy to conclude that the business cycle is entering a late 
stage. In the face of low unemployment and rising wages, the Fed has been tightening 
rates since December 2015 and since the end of 2018, growth has been slowing. With 
this perspective, bond markets seem to concur that a slowdown is upon us, already 
pricing in that the Fed will cut rates next. 

But we can also look at the same set of data and draw a different conclusion. Yes, 
the Fed has been hiking rates, but only to normalize policy toward “neutral” levels. 
With little inflationary pressure, the Fed has little reason to clamp down on demand. 

Through this lens, it might be months or years before the economy runs short of 
resources, requiring the Fed (or other central banks) to hike further. The fall in long-
term bond yields might reflect a revised view about the long-term level of interest rates 
necessary to maintain stable inflation, rather than signal an impending recession.

In our base case, we think inflation will rise at only a modest pace, allowing for a 
continuation of the steady-growth, low-rate backdrop we have experienced over the 
past few years. But with higher valuations curtailing future investment returns, and the 
possibility of volatility as markets worry about policy errors, we keep a more balanced 
exposure to risky assets and use hedges where  appropriate.

In our tactical asset allocation, we have added several positions that would benefit if 
the benign backdrop continues. These include new preferences for emerging market 
and Japanese equities vs. US government bonds, while we‘ve gone back to a neutral 
allocation in US equities. In our FX strategy, we now have a preference for the euro 

The Fed has been hiking rates, 
but only to normalize policy 
toward neutral levels.
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Source: Bloomberg, UBS, as of 1 April 2019

Figure 2

Post-WWII bull market lengths, in total months
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vs. the Swiss franc and an overweight in the Norwegian krone vs. the Canadian dollar, 
which should also benefit from the benign environment. As a counter-cyclical position, 
our overweight to long maturity Treasuries should outperform if the economic environ-
ment deteriorates.

Has the Fed already tightened too much?
Bond markets seem to be saying the Fed has raised short-term rates too much, yet 
equity markets are buoyant. We think that the flat yield curve has more to do with a 
changing view of longer-term inflation than expectations of an economic slowdown, 
but we‘ll look for confirmation of this view in the months ahead. 

Factors we will be looking at include:

Bond markets seem to be saying 
the Fed has raised short-term 
rates too much, while equity 
markets are buoyant.
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Figure 3

Cumulative return since prior bull market peak, US large-cap stocks
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• Credit conditions. Financial conditions tightened amid the equity and credit mar-
ket sell-off in 4Q, but following the Fed‘s recent dovish shift, conditions are now 
among the loosest since 1994, according to the Chicago Fed‘s index. We will 
watch to see if this is reflected in the 1Q Fed Senior Loan Officer  Survey, a forward-
looking indicator of lending behavior that has historically been better at flagging 
equity market downturns than yield curve inversions.

What are bond yields telling us? 
In our view, the bond market is currently telling us more about inflation 
expectations than the likelihood of a recession. 

December‘s equity sell-off was triggered in part by fears that, with growth slowing, 
the Fed would remain on “autopilot.” Alongside the decline in equity markets, US 
10-year breakeven inflation rates, a measure of inflation expectations, fell around 
30 basis points (bps) to reach a low of 1.67% at the start of the year, well below 
the Fed‘s 2% target.

But with the Fed shifting to a “patient” neutral stance in the first quarter, fears 
of overtightening appear to have receded in the bond markets, and inflation 
expectations have recovered to 1.9%. This suggests that bond investors view the 
Fed‘s current stance as appropriate to meet its 2% inflation target.

Meanwhile, the other component of 10-year yields, the real yield, has declined by 
40bps this year. This suggests that, while bond investors think the Fed‘s current 
stance is appropriate to achieve its inflation target, they also believe rates will not 
need to be as high as in the past.

In our view, the bond market is 
currently telling us more about 
inflation expectations than the 
likelihood of a recession.  
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• Growth. Recent growth data has been supportive, with the US ISM index comfort-
ably in expansionary territory, and the Atlanta Fed GDPNow forecast for the first 
quarter increasing to 2.4%, from less than 0.5% (see Fig. 4), at the beginning of 
March. We will closely monitor high-frequency indicators and company  outlook 
statements for signs that growth is recovering.

• The labor market. After one weak US payroll report this year (February) we will be 
watching for signs that the overall pace of job creation is slowing. But with a recov-
ery in March, and unemployment below 4%, the labor market doesn‘t appear to 
be suffering from interest rates being too high. If anything, it appears more at risk 
of overheating.

Or is the Fed making a mistake by pausing?
While we expect incoming data to confirm that the Fed has not gone too far in hiking 
rates, we also need to be cognizant that keeping rates on hold increases medium-term 
risks. 

With annual wage growth at 3.2% (and close to 5% for workers in the retail sector, 
see Fig. 6), we‘ll be watchful for signs that higher labor costs are feeding into prices. 
We don‘t expect this to happen in the coming months, but any evidence that the Fed 
is “falling behind the curve” on inflation would likely lead markets to price a resump-
tion of rate hikes and have a negative impact on markets.

Meanwhile, the recent decline in borrowing costs is likely to encourage further growth 
in corporate leverage. The USD investment-grade market already totals USD 6.4tr 
according to ICE BAML index data, double its size one decade ago. And the BBB-rated 
segment has quadrupled over the same period to USD 3.2tr. We don‘t think higher 
leverage alone is likely to act as a catalyst for a downturn, but it does increase the risk 
that, in the event of any slowdown, the high-yield credit market might face a mismatch 
between the supply it needs to absorb and the number of willing and eligible buyers. 

We need to be cognizant that 
keeping rates on hold increases 
medium-term risks.
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Tactical Asset Allocation 
Risky assets have been supported by the Fed's pause, as well as encouraging signs that 
the global economy has stabilized and is poised to accelerate. China‘s manufacturing 
Purchasing Managers‘ Index came in above expectations, at 50.5 for March, after three 
months in contractionary territory, below 50. Eurozone industrial production growth, 
last reported at –0.3% year-on-year, also appears to be stabilizing. In addition, while 
US data has generally fallen short of expectations, the level of growth remains decent, 
and strong US payrolls for March suggest that the US labor market remains healthy.

Based on this improving economic outlook, we added to our overweight to equities 
vs. fixed income, while shifting our allocations to markets that are best positioned to 
benefit from the global growth re-acceleration. In case conditions deteriorate again, 
we are maintaining our overweight to long-duration Treasuries. 

There are signs that the global 
economy has stabilized and is 
poised to re-accelerate, while the 
Fed's pause has also helped to 
provide a boost to risky assets. 

Be prepared: Plan, Protect, and Grow.
Our recent report, Be prepared: Plan, Protect, and Grow. details some of the steps 
investors can take to make sure they’re well positioned for the current environment:

Plan – Many investors make their costliest errors during times of uncertainty. During 
December’s risk asset sell-off, did you see opportunity and buy, or threat and sell? 
We know a lot of investors sold too much and never re-entered the market, thus 
potentially destroying their performance for the year. Having a clear plan can help 
reduce the danger of falling prey to costly actions. Our Liquidity. Longevity. Legacy.* 
approach to wealth management aims to ensure investors have sufficient cash on 
hand to meet near-term obligations, while investing to meet longer term goals.

Protect – The risk that the Fed is making a medium-term policy error is just one of the 
reasons why investors need to think carefully about how to protect against portfolio 
downside. One key part of this is diversification, across both regions and asset classes. 
Employing quantitative strategies to reduce equity positions in times of high volatility 
is another way to control portfolio risk.

Grow – Investors also need to ensure that portfolios are invested to deliver the long-
term compounded returns needed to achieve their financial goals. It looks likely that 
interest rates are set to stay at low levels for the foreseeable future. This means we 
emphasize limiting allocations to cash, while engaging in yield enhancement strate-
gies to help improve the potential for compounded returns over time. We highlight 
the stocks and sectors left behind in the 1Q rally that still offer attractive fundamen-
tals. Furthermore, we look at companies exposed to enduring long-term trends, as 
well as our highest conviction investment ideas in each major economic region.

Please see our report for more details.

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

We close our overweight to US all-cap equities vs. US government bonds. 
With the S&P 500 up 16% since the start of January and nearly 25% since reaching 
a near-term low on 24 December, US equities appear to be pricing in much of the 
improvement in the economic outlook. We still see US equities moving higher over the 
next six months, but with much more modest gains compared to the past four. The 
forward price-earnings multiple for the S&P 500 is over 17, near long-term averages 
when unemployment and inflation are at their current low levels, while we forecast 
only 3% EPS growth for 2019. We think equities in other regions will benefit more 
from a global growth re-acceleration.

We introduce overweights to emerging market and Japanese stocks vs. US 
government bonds. EM and Japanese equities are set to play catch-up. Since the 
start of the year Japanese and EM stocks are up 9% and 13%, respectively, compared 
to 16% for the S&P 500. Both EM and Japan are heavily geared to the global cycle and 
improvements in China‘s growth. While US equities have priced in the recent improve-
ment in economic data, EM and especially Japan have not. EM equities are trading on 
13.4x 12-month trailing earnings – 22% below their 30-year average. 

We overweight EM dollar-denominated sovereign debt vs. US government 
bonds. Emerging market US dollar-denominated sovereign bonds have a more favora-
ble longer-term risk-return outlook, with spreads of 341bps over US Treasuries. They‘re 
supported by the Fed likely being on hold for 2019 and acceleration in China‘s growth. 
Additional spread compression may be limited, but in a benign environment they pro-
vide attractive addition yield, especially with US rates unlikely to rise very much in the 
next two quarters.

We maintain our overweight to long-duration Treasuries vs. cash. While it‘s 
becoming clearer that US and global growth are accelerating, a significant rise in rates 
is unlikely. US inflation continues to fall and the core PCE index, the Fed‘s preferred 
inflation gauge, is unlikely to reach 2% before year-end. Consequently, we don‘t 
expect the Fed to raise rates until at least early 2020. Meanwhile, the cyclical up-tick in 
growth may prove fleeting. An overweight to long-duration Treasuries provides some 
portfolio protection against equity volatility and a resurgence of recession fears.

Relative value trades:

Within equities, we overweight Canadian equities vs. Swiss stocks. Swiss equity 
valuations are relatively unattractive, at 18.2x, with Switzerland‘s 12-month trailing P/E 
above both its 20-year and 30-year average. Swiss stocks are also 23% more expensive 
than their Canadian counterparts on a trailing P/E basis. We expect that gap to close 
due to a stronger economic environment in North America than in Europe.

In our FX strategy, we overweight the Norwegian krone vs. the Swiss franc 
and Canadian dollar. With Norwegian inflation edging up and strong oil prices, 
we expect the Norges Bank to stay relatively hawkish, after indicating another rate 
increase in June. This stands in contrast to the Eurozone, where inflation is easing, 

We close our overweight to US
all-cap equities vs. US 
government bonds.

We overweight emerging market 
and Japanese stocks vs. US 
government bonds.

We maintain our overweight to 
EM dollar-denominated sovereign 
debt vs. US government bonds. 

We maintain our overweight to
long-duration Treasuries vs. cash.

Within equities, we overweight 
Canadian equities vs. Swiss stocks.

In our FX strategy, we overweight 
the Norwegian krone vs. the 
Swiss franc and Canadian dollar.
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and we believe the Swiss National Bank will only increase interest rates after the ECB. 
We are also cautious on the outlook for the Canadian dollar, given the continued 
weakness of the nation‘s housing market and the weak inflation backdrop in North 
America. We expect the Bank of Canada to keep rates on hold.

In our FX strategy, we overweight the euro vs. the Swiss franc. The Eurozone‘s 
soft patch has lasted longer than expected, but we see a revival in European growth 
in the second half of the year. Chances of a no-deal Brexit have been reduced, which 
should ease the pressure on corporate investment. The European Central Bank also 
looks set to normalize policy by shrinking its balance sheet. These factors should ben-
efit the euro vs. the Swiss franc, and we think fair value based on purchasing power 
parity is 1.20, vs. 1.13 currently. Weakness in the Swiss franc looks set to continue, 
as the Swiss National Bank is still waiting for the ECB to raise rates, which we think is 
only likely in the first quarter of 2020. At this point, we think a reduction in political 
uncertainty and growth concerns should reduce the flows into safe-haven currencies 
such as the Swiss franc. Downside risks to our position include a deep recession in the 
Eurozone, US tariffs on autos, a no-deal Brexit, and further ECB easing. 

Mark Haefele
Chief Investment Officer
Global Wealth Management

In our FX strategy, we overweight 
the euro vs. the Swiss franc.

UBS Investor Forum Insights

At this month’s UBS Investor Forum, we asked outside experts to test and chal-
lenge our macroeconomic and investment views. Reflecting the current uncer-
tainty in the outlook there was a diverse range of opinion:

• There was cautious optimism on the global macroeconomic environment 
with participants highlighting strength in the consumer side of the economy. 
Trade disputes were seen as both a source of uncertainty and a potential 
positive factor in the event of a resolution.

• Credit markets divided opinion. Some were concerned about risks in the US 
leveraged loan market and were underweight high yield (HY). 

• There was disagreement on the effectiveness of recent Fed policy communi-
cation, with one participant holding the view that the market was underesti-
mating the risk of a further rate hike this year.

Follow me on LinkedIn
linkedin.com/in/markhaefele

Follow me on Twitter
twitter.com/UBS_CIO

Follow 
Mark Haefele 
on Linkedin 
and Twitter

https://www.linkedin.com/in/markhaefele/
https://www.twitter.com/UBS_CIO
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Further afield

We have seen a sharp rebound in glob-
al risk assets since the end of last year, 
buoyed by the combination of three key 
factors: Reduced recession fears, a mate-
rial shift in central bank policy approach, 
and greater optimism for a US-China 
trade deal. Global stocks have rallied 
more than 15% year-to-date, with all 
regions showing solid gains. US equity 
markets have once again led the pack, 
edging out their international peers 
slightly and recording their first record 
highs since late September.

Among risk assets, we continue to be-
lieve that equities offer the best opportu-
nity at this stage. While corporate bonds 
do offer attractive yields—and credit risks 
remain contained—tight credit spreads 
result in a more limited upside than eq-
uities. In contrast, stocks still have the 
potential to notch double-digit gains if 
we return to a "Goldilocks" (not too hot, 
not too cold) economic environment. 

Greener grass
Even so, we have good reason to expect 
a divergence in stock markets‘ fortunes 
going forward.

In particular, US stocks no longer look 
like the best positioned market for this 
next stage of the rally. While US eco-
nomic growth will likely remain solid, it 
is poised to fall a bit behind the rest of 
the world: US real GDP is set to deceler-
ate from 2.3% in 2019 to 2.0% in 2020, 
even as global GDP is expected to accel-
erate from 3.4% to 3.7%. This is particu-
larly notable because emerging market 
(EM) economies are poised to be a major 
driver, accelerating from 4.7% to 5.1%. 
We often see EM stock outperformance 
when EM growth accelerates vs. devel-
oped markets, as we currently forecast. 
Our outlook also suggests that the US 
dollar—whose strength has long been a 
headwind for US investors‘ international 

and EM stock holdings—is poised to 
weaken, becoming a tailwind instead. 

From here, the outlook for US stocks looks 
a lot more "average" than it did a few 
months ago. Earnings growth has decel-
erated to a slow-but-steady 3% this year, 
and we expect it to grow at about 7% next 
year—a far cry from 2018‘s 23% growth 
rate. And while US stocks are not expen-
sive, they‘re certainly not as cheap as their 
international peers. The S&P 500 trades at 
a perfectly-average 17x forward earnings. 
This, combined with our earnings forecast, 
leaves US stocks already trading within the 
fair value range of about 2900–3000 over 
our tactical horizon.

We don‘t believe it‘s time to abandon 
US stocks—which we expect to contin-
ue grinding higher—but we do see op-
portunities further afield that look more 
likely to generate above-average returns.

For example, while emerging markets 
earnings estimates for 2019 have been cut 
from 8.8% in December to 7% currently, 
we expect growth to re-accelerate over 
the next 12 months to 9.2%, outpacing 
the growth in US earnings. Meanwhile, 
emerging markets trade at just 12.2x for-
ward earnings estimates—a 22% discount 
to global stocks and a 27% discount to 
the S&P 500 (Fig. 1)—and are fully 12% 
below their last record high, suggesting 
significant upside potential.

Japanese stocks have also lagged behind 
in the recent market rally, with the MSCI 
Japan Index still 13% below its last all-
time high. Although earnings in Japan 
have deteriorated more sharply than in 
other markets, they also stand to benefit 
the most as Asia‘s growth prospects im-
prove. The Japanese TOPIX index trades 
at just 12.4x our 2020 earnings forecast, 
leaving ample room for investors to ben-
efit from rising valuations.

Justin Waring
Investment Strategist Americas,
UBS Chief Investment Office GWM

Follow me on LinkedIn
linkedin.com/in/mike-ryan-ubs/

Mike Ryan, CFA
Chief Investment Officer Americas,
Global Wealth Management

http://www.linkedin.com/in/mike-ryan-ubs/
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Pivoting position
With all of this in mind, we are taking this opportunity to in-
crease our overall equity allocation, while we shift our over-
weight from the US to greener pastures in Japanese and emerg-
ing market stocks. We believe that our tactical asset allocation 
will benefit from the confluence of several trends:

• A re-acceleration of global growth – After yet another 
"growth scare" during the fourth quarter, we now look 
for global growth to re-accelerate as policy and political 
headwinds continue to ease. We‘re already seeing signs 
that this is occurring. For example, the Atlanta Fed‘s GDP 
"Nowcast"—which last month expected 1Q growth of 
just 0.2%—has rebounded to a forecast of 2.2%. Mean-
while the Institute of International Finance growth tracker 
now shows EM growth running at 3.2%, up from 2.8% 
in February.

• A shift in central bank policy – Just a few months ago, the 
Fed appeared on track to continue the process of normal-
izing policy by both raising rates and shrinking the balance 

sheet. However, with growth slowing, financial conditions 
tightening, and inflation pressure abating, the FOMC has 
made an abrupt policy shift. Quite appropriately, in our 
view, the Fed now appears unlikely to raise rates until 2020 
at the earliest. Meanwhile the Bank of China has already 
eased credit, and the ECB has once again extended long 
term refinancing operations (LTROs).

• An easing of trade tensions – While there is considerable 
ground that needs to be covered before a definitive agree-
ment is reached, the US and China appear close to a dé-
tente. If this materializes, it could help to sideline one of the 
biggest tail risks facing global growth and market stability.

Bottom line
Fading recession fears, a supportive shift in monetary policy, 
and a potential resolution to the US-China trade tensions can 
all help drive risk assets higher. We add to our overweight to 
stocks, but shift our exposure to Japan and emerging markets, 
which we believe offer greater opportunity from here.
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BULL MARKET MONITOR

Bull Market Monitor

Cycle status
We think that the US business cycle has transitioned to the late stage. 
Growth decelerating from its peak toward long-term potential and 
Fed monetary policy being roughly neutral are the two characteristics 
typical of a late-cycle economy. The good news is that the economy 
can be late cycle for a long time. At one point last year the economy 
had been trending toward overheating, but the more recent data 
shows that growth is slowing to a more sustainable pace as fiscal 
and monetary stimulus fades. Subdued inflation has allowed the Fed 
to send more dovish signals, and risks that excessive monetary policy 
tightening will cause the cycle to end appear very low. 

What‘s new?
After a weak start to the year, economic data has shown some im-
provement over the past month. In particular, tracking estimates for 
1Q19 GDP growth, which were around 0.5% a month ago, are now 
around 2%. Job growth also recovered to a healthy 196,000 in March 
after a weak reading in February. The strong labor market provides a 
base of support for consumer spending and the housing market. We 
therefore leave our growth indicator just above neutral. Recent infla-
tion data has been soft, suggesting that the underlying trend may 
be slightly below the Fed‘s 2% target for core PCE. Credit spreads 
on corporate bonds have narrowed over the past month. The yield 
curve briefly inverted in late March, with 10-year yields falling below 
3-month yields, but that move has since reversed.

What are we watching?
Most important are signs that the global growth deceleration will abate 
and that US growth stabilizes at or above long-term potential. With 
that, recession risk for 2019 should remain relatively low. Trade policy 
remains a key risk. Negotiations between the US and China are ongo-
ing, and recent comments suggest that they are getting close to an 
agreement. President Trump has until mid-May to decide whether or 
not to impose tariffs on autos. In particular, he has threatened to im-
pose auto tariffs on the EU if a trade deal is not reached, and the EU 
has in turn threatened to retaliate immediately. The drama over Brexit 
continues, although regardless of the outcome, the impact on the US 
economy should be limited.  

What are the investment implications?
While now late cycle, we view the current growth, inflation, and mon-
etary policy environment as still supportive for risk assets. In our tacti-
cal asset allocation we remain risk-on. This month we introduced a 
tactical overweight on emerging market and Japanese equities. 

Equity bull markets rarely end in the absence of a recession occurring, which is why we 
track key attributes of the business cycle to gauge how the expansion is evolving and cal-
culate the risks of a recession.

Overheating indicators

Labor market

Weak Tight

Inflation (relative to 2%)

Below Above

Financial indicators

Each indicator is evaluated relative to a neutral 
level that is sustainable over time in order to 
determine whether the economy is at risk of 
overheating or if financial conditions will start 
to restrict growth.

Key cycle indicators
The cycle indicators gauge whether the econ-
omy is overheating and if financial conditions 
are restricting growth. These determine our 
assessment of where we are in the cycle. 

Current month:    Last month: 

Yield curve

Steep Inverted

Credit conditions

Loose Tight

Monetary policy

Accommodative Restrictive

Growth (relative to potential)

Below Above

Overall: Late cycle

Early Late
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US stocks extended their 1Q rally 
into 2Q, with the S&P 500 break-
ing 2,900 on 12 April. The 1Q earn-
ings season has also kicked off this 
month, with consensus expecting 
the first year-on-year contraction in 
profits since 2Q16.

Economic data has also shown 
signs of improvement over the past 
month. The Atlanta Fed forecast for 
1Q GDP growth has risen to 2.3%, 
up from 0.4% in mid-March, and 
job growth rebounded to 196,000 
in March.

Overseas, UK Prime Minister There-
sa May won approval for a second 
Brexit extension for the UK to leave 
the EU, postponing the possibility 
of a no-deal exit from the original 
deadline of 12 April. There will be 
a review in June and a new hard 
deadline of 31 October.

Rising trade tensions between the 
US and the EU entered the spot-
light, particularly over respective 
subsidies to Airbus and Boeing. 
After concerning news that the 
US was considering tariffs on USD 
11bn of EU products, EU commis-
sioner Cecilia Malmstrom provided 
some positive relief when she an-
nounced that the EU has targeted a 
trade deal on industrial goods with 
the US by the end of October.

Meanwhile, optimism rose on the 
US-China trade front as long-run-
ning negotiations appeared to be 
narrowing in on a deal. US Treasury 
Secretary Steven Mnuchin predicted 
the two sides would reach a settle-
ment that goes “way beyond” pre-
vious bilateral trade deals.

Month in review
Questions we‘re tracking
Will equities run out of steam?
Global stocks have come a long way in a short time. Since the December low, the MSCI 
All Country Index is up nearly 20%. This has been powered by a more dovish stance 
from the US Federal Reserve along with optimism over the outcome of US–China trade 
talks. But a great deal of good news has already been priced into stocks, making it a 
good time for investors to take some profit. At current levels, we would like to see 
more confirmation that growth and inflation have stabilized before increasing risk.

Is the Fed tightening cycle over?
The Federal Reserve‘s monetary policy stance has shifted from “autopilot” to “pa-
tient,” raising the question of whether the central bank has finished hiking rates in 
this cycle. In March the Fed cut its forecast for rate hikes this year from two to zero 
and announced it will end its balance sheet run-off in September rather than in 2020. 
Markets are pricing in a rate cut in the next 12 months, but the Fed‘s median forecast 
points to one hike next year.

Could we see a US-China trade breakthrough?
Long-running trade tensions have been a major preoccupation for investors. US trade 
relations with China remain fragile, even as high-level trade talks continue. In addition 
to the feud with China, the US continues to threaten higher tariffs on auto imports, 
which if implemented could hit Germany and Japan especially hard. While a renewed 
trade escalation remains a risk, there are promising signs that President Trump is will-
ing to compromise and is not impervious to the economic impact of his trade policies. 
Markets are also supported by continued economic growth and rising earnings.

Should the yield curve worry investors?
In March, for the first time since 2007, a part of the US yield curve inverted, a move tra-
ditionally seen as a harbinger of recession. The yield on 3-month Treasury bills rose as 
much as 11bps past the yield on 10-year Treasury bonds. We see no cause for concern 
and the inversion ended after only a week. An inverted yield curve has only predicted 
recessions with long and variable delays. It may prove less prophetic this time, since 
central banks‘ bond buying has suppressed yields on long-duration bonds. We do not 
expect a global recession this year.

May‘s Brexit, slow Brexit, or no Brexit?
Fresh twists in the Brexit saga have become a daily occurrence. Having failed to win 
approval for her plan from lawmakers, UK Prime Minister Theresa May has been forced 
to request a further delay to Brexit—which the EU has agreed to push back to 31 Oc-
tober. The eventual denouement remains hard to predict, and options range from a 
no-deal Brexit to a significant delay with no exit at all. Meanwhile, uncertainty over the 
process remains a drag on business investment both in the UK and Eurozone. Given 
the difficulty in predicting the final outcome, we do not recommend taking directional 
views on sterling.
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TOP THEMES

On 22 April, we mark the 49th celebration 
of Earth Day. On this occasion, we high-
light some encouraging trends in global 
energy. While 85% of primary energy con-
sumed globally is fossil fuel, the Interna-
tional Energy Agency (IEA) projects that by 
2040 some 40% of power generation will 
be renewable vs. 25% today. With increas-
ing efforts to reduce carbon emissions and 
improve energy efficiency, we see signifi-
cant economic and health benefits from 
cleaner, more efficient and cost-effective 
energy resources. But will renewable ener-
gy supplies be sufficient to satisfy increas-
ing global energy demand? 

The short answer is: Not anytime soon. 
While we believe that a transition to cleaner 
energy is underway, there are two major 
hurdles to reforming global energy supply: 
Scale and cost. The world uses an enormous 
amount of energy; and, as demand grows, 
costly infrastructure investment is needed. 
Further, the developed world has grown 
extremely reliant on predictable, reliable, and 
cost-effective energy, much of which comes 
from fossil fuels. Finally, despite advances in 
renewable energy technology, certain sectors 
including industry, freight, and air transport 
rely on fossil fuels due to a lack of alternatives. 

Despite these headwinds, we continue to 
chart a path toward a cleaner and more 
sustainable global energy resource mix. 
We believe that the length and shape of 
this path will be influenced by the below 
considerations:

• The world‘s energy appetite conti-
nues to rise. Global energy demand 
could rise by 30% by 2040, according 
to the IEA. Most of this growth will 
come as an increasing number of citi-
zens move to emerging cities and join 
the ranks of the middle class. Much of 
this energy demand will be satisfied 
with renewable resources like solar and 
wind deployed on a large scale in ra-
pidly growing urban centers. Still, while 
demand for renewable resources will 
outpace all other fuels, it is likely that 
additional supplies of non-renewable 
energy sources will be needed too. The 
IEA expects fossil fuels to account for 

74% of global energy consumption in 
2040, down from 81% today.

• A large portion of the global popu-
lation remains energy poor. Some 
12% of the world‘s citizens lack access to 
electricity. Nearly three times that many – 
about half the population in developing 
countries – lack access to clean cooking 
fuels, relying instead on biomass, coal, 
and kerosene. With support from the UN 
and other organizations, remote rural are-
as are gaining access to energy with mini-
grid and off-grid electricity. However, IEA 
projects that by 2040, nearly a half a billi-
on people (mostly in Sub-Saharan Africa) 
will remain without access to electricity, in 
part due to the rapid population growth 
in the most energy-poor regions. 

• Costs of renewable energy resources 
continue to decline globally. Solar- 
and wind-powered facilities have decli-
ned in price dramatically over the last 
ten years and are now competitive with 
new, natural gas-fired power plants in 
the US. However, given our reliance on 
energy, it is important to recognize that 
wind and solar resources are coincident 
supplies, only available when the wind 
blows or the sun shines. Battery tech-
nology continues to develop and could 
hold the answer to making renewable 
energy more reliable as prices decline 
over the next three to seven years. In the 
interim, the world is awash in natural 
gas, which emits about half the carbon 
emissions of coal when combusted. 

Keeping pace with the world‘s needs for a 
secure and sustainable supply of energy is 
a challenge. While total transformation of 
our energy resource base may take time, 
we are emboldened by our proven ability 
to innovate and to find the solutions. May 
our Earth Day reflections inspire us and 
renew our energy to continue working to 
make our energy resources cleaner, more 
efficient, and cost effective.

For more information, please see the series 
of reports Our Energy Future, as well as the 
renewables long-term investment theme 
Longer Term Investments: Renewables.

Renewing Our Energy for Earth Day

Laura Kane, CFA, CPA
Head Thematic Research Americas
Chief Investment Office GWM

Michelle Laliberte, CFA
Thematic Investment Strategist
Chief Investment Office GWM

James Dobson, CFA
MLP and Utilities Analyst Americas 
Chief Investment Office GWM

Nicole Decker
Energy Analyst Americas
Chief Investment Office GWM
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TOP THEMES

Technology
Automation and robotics 
A fourth industrial revolution is underway, 
which we believe will transform the future  
of manufacturing.

Digital data
Companies that both enable digital data and 
invest its infrastructure will likely continue 
strong earnings growth over the coming years. 

E-commerce 
E-commerce is altering the global retail land-
scape and omnichannel companies should lead 
the way forward.

Enabling technologies
We identify five enabling technologies that 
should offer solid long-term growth amid irre-
versible technological disruption.

Fintech
The global fintech industry is at an inflection 
point and set to drive a major digital transfor-
mation in the financial services industry.

Health Tech 
Aging populations are straining global healthcare 
budgets, spurring healthcare providers to explore 
new technologies that could improve efficiency.

Mass transit rail 
Rapid urbanization in Asia will strain mass 
transit systems, providing opportunities for 
infrastructure investment over the long term.

Medical devices 
The medical device industry has matured but 
opportunities exist for increased penetration in 
emerging markets (EMs) where affordability is 
on the rise.

Oncology 
Advances in cancer therapeutics will create 
new multi-billion dollar opportunities for suc-
cessful drugs.

Security and safety 
Growing trends such as urbanization, digital 
data growth, and increased regulation support 
demand for security and safety.

Smart Mobility  
Global urbanization will call for structural 
changes in technology that will alter the way 
we “consume” mobility in the coming decades. 

Space  
Growing private sector investment and lower 
entry barriers to the space economy are 
causing an inflection point in space-related 
long-term investments.

Resources 
Agricultural yield 
The world faces a growing food production 
crisis as the global population increases. Com-
panies that help to boost agricultural yields 
stand to benefit.

Clean air and carbon reduction 
Rising populations and urbanization are fuel-
ing the need for clean-air technologies. Solu-
tion providers targeting emissions reductions 
stand to benefit.

Energy efficiency 
Stricter regulation and corporate competi-
tion to improve product efficiency are driving 
demand for energy-efficiency solutions.

Renewables 
Increasing energy demand from urbanization 
and population growth will benefit renew-
able energy as lower costs drive competitive-
ness with fossil fuels.

Waste management and recycling 
Low waste treatment rates in EMs offer big 
catch-up potential that could lead to extraordi-
nary growth rates.

Water scarcity 
Water scarcity is one of the biggest risks to 
mankind. If limited water resources can be bet-
ter harnessed, the benefits could be enormous. 

Society 
Education services 
With limits to many governments‘ education 
resources, there is increased opportunity for 
the private education market.

Emerging market healthcare 
An aging EM population requires stepped-up 
investment in healthcare. We believe global 
healthcare companies can benefit.

Emerging market infrastructure 
Growing urbanization and high economic 
growth rates will drive demand for infrastruc-
ture investment in EMs.

Generics  
As healthcare costs grow, government policy 
and demographics will be important drivers of 
increased generic drug sales.

Genetic Therapies
Genetic therapies use genes and cells to treat 
serious diseases. They could revolutionize 
medicine by removing the fundamental causes 
of inherited genetic conditions.

Obesity 
Urbanization and rising per-capita GDP in EMs 
will contribute to an ever-greater prevalence of 
global obesity.

Retirement homes 
A larger population of seniors and evolving 
social trends support opportunity in retirement 
homes investment.

Retirement planning 
Changing demographics are increasing 
demand for retirement planning, benefiting 
wealth and asset managers. 

Silver spending
As the global population ages, those 55 and 
older are expected to account for an ever-
increasing proportion of consumer spending.

Fixed income
Beyond benchmark
By diversifying fixed-income exposure inves-
tors can avoid the shortcomings of heavily 
government-weighted taxable fixed-income 
benchmarks.

MLP bonds 
Master limited partnership bonds offer attrac-
tive coupon income relative to other invest-
ment-grade sectors.

Mortgage IOs
Mortgage Interest only (MIOs) offer the oppor-
tunity to benefit from rising interest rates 
along with attractive yields and high credit 
quality.

US senior loans
Senior loans offer attractive floating-rate 
coupons with low correlation to other asset 
classes and lower volatility than high-yield 
bonds.

Yield for the short end 
Short-end corporate bonds offer attractive cur-
rent yield without taking on excessive credit or 
interest-rate risk.

Equity
Business spending rebound
After a prolonged period of muted investment 
spending, catalysts are in place for a rebound 
in business spending over the coming quarters.

Commodity producers
Commodity producers tend to outperform in a 
maturing economic cycle. 

Rewarding experiences
Consumers are increasingly spending more on 
experiences vs. goods.

Event-driven strategies
Event-driven strategies can represent attractive 
ways to capitalize on companies‘ corporate 
actions.

Finding value in EM
Recovering EM economic growth and higher 
commodity prices should support EM value 
outperformance.

Restructuring and turnarounds 
Certain companies undergoing restructuring 
may outperform the broader market in the 
coming years.

Equity–ESG
Gender lens 
Evidence suggests that gender-diverse com-
panies are more profitable and tend to out-
perform their less-diverse peers.

Sustainable value creation in EM
Incorporating environmental, social, and cor-
porate governance considerations into EM 
equity investment decisions may provide a 
competitive edge.

 KEY

 Sustainable longer-term investment theme
 Longer-term investments = Multi-business cycle
 Shorter-term investments = Current business cycle

Themes universe For guidance on how to invest in each of the themes 
on this page, please contact your Financial Advisor.

Click any theme title to go to the full report.
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https://www.ubs.com/content/dam/WealthManagementAmericas/documents/emerging-market-healthcare.pdf
https://www.ubs.com/content/dam/WealthManagementAmericas/documents/em-infrastructure.pdf
https://www.ubs.com/content/dam/WealthManagementAmericas/documents/generics.pdf
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https://www.ubs.com/content/dam/WealthManagementAmericas/documents/lti-obesity.pdf
https://www.ubs.com/content/dam/WealthManagementAmericas/documents/lti-2018-03-05-retirement-homes.pdf
https://www.ubs.com/content/dam/WealthManagementAmericas/documents/retirement-planning.pdf
https://www.ubs.com/content/dam/WealthManagementAmericas/documents/longer-term-investments-silver-spending.pdf
https://ubs.com/content/dam/WealthManagementAmericas/documents/Beyond-benchmark-19-march.pdf
https://www.ubs.com/content/dam/WealthManagementAmericas/documents/mpl-bonds.pdf
https://www.ubs.com/content/dam/WealthManagementAmericas/documents/mortgage-IO-sept-20-2018.pdf
https://www.ubs.com/content/dam/WealthManagementAmericas/documents/senior-loans-p.pdf
https://www.ubs.com/content/dam/WealthManagementAmericas/documents/yield-for-the-shortend-p.pdf
https://www.ubs.com/content/dam/WealthManagementAmericas/documents/ecommerce-2018-01-24-beyond-amazon.pdf
https://www.ubs.com/content/dam/WealthManagementAmericas/documents/business-spending-rebound-update.pdf
https://www.ubs.com/content/dam/WealthManagementAmericas/documents/business-spending-rebound-update.pdf
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https://www.ubs.com/content/dam/WealthManagementAmericas/documents/business-spending-rebound-update.pdf
https://www.ubs.com/content/dam/WealthManagementAmericas/documents/Commodity-producers-update.pdf
https://ubs.com/content/dam/assets/wma/us/shared/documents/rewarding-experiences-4-April.pdf
https://ubs.com/content/dam/assets/wma/us/shared/documents/event-driven-strategies-15-April.pdf
https://www.ubs.com/content/dam/WealthManagementAmericas/documents/finding-value-in-em.pdf
https://www.ubs.com/content/dam/WealthManagementAmericas/documents/restructuring-and-turnaround-update.pdf
https://www.ubs.com/content/dam/WealthManagementAmericas/documents/gender-lens-update.pdf
https://ubs.com/content/dam/assets/wma/us/shared/documents/sustainable-value-creation-em.pdf
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Global 
economic 
outlook
Recent economic data has shown improvement after 
a weak start to the year. In the US, tracking estimates 
for 1Q19 GDP growth have risen sharply over the 
past month, and job growth rebounded in March 
after weak data in February. Chinese growth has 
been helped by looser fiscal and monetary policy. 
Europe appears to be emerging from a temporary soft 
patch. We remain optimistic on the prospects for a 
breakthrough in US-China trade negotiations. Inflation 
remains subdued in most countries.

KEY FINANCIAL MARKET DRIVERS

 Real GDP growth in %  Inflation in %
2018F 2019F 2020F 2018F 2019F 2020F

US 2.9 2.3 2.0 2.4 1.8 2.1

Canada 2.0 1.4 2.2 2.3 1.5 1.9

Brazil 1.1 2.4 2.9 3.7 3.7 4.1

Japan 0.8 1.4 1.2 1.0 1.2 2.0

Australia 2.8 1.9 2.4 1.9 1.5 2.0

China 6.6 6.4 6.1 2.1 2.3 1.9

India 7.0 7.1 7.3 3.4 3.7 4.2

Eurozone 1.8 1.1 1.3 1.8 1.2 1.4

   Germany 1.5 0.9 1.3 1.9 1.2 1.6

   France 1.5 1.1 1.4 2.1 1.2 1.3

   Italy 0.8 0.4 0.9 1.2 1.0 0.6

   Spain 2.5 2.1 1.9 1.7 0.9 1.4

UK 1.4 1.5 1.2 2.5 2.1 2.2

Switzerland 2.5 0.9 1.6 0.9 0.6 1.0

Russia 2.3 1.5 2.1 2.9 4.9 3.9

World 3.8 3.5 3.7 3.0 2.9 2.8

Source: Reuters EcoWin, IMF, UBS, as of 17 April 2019
Note: In developing the CIO economic forecasts, CIO economists work in  
collaboration with economists employed by UBS Investment Research. Forecasts and esti-
mates are current only as of the date of this publication and may change without notice.

Global growth in 2019 expected to be 3.5%

Central bank policy
Brian Rose, PhD 
Senior Economist Americas

Ricardo Garcia-Schildknecht 
Strategist

House view
Probability: 70%

Policies tighten gradually 
At the March FOMC meeting, the Fed 
clearly signaled its intention to leave rates 
on hold as it finishes the process of 
shrinking its balance sheet by September. 
Market expectations of a rate cut in 2020 
are unlikely to be realized, in our view. 
Our base case calls for the Fed to leave 
rates unchanged through the end of 
2020. Further rate hikes would become 
more likely if core PCE inflation moves 
above the Fed‘s 2% target. Quantitative 
policy will continue to tighten organically 
as the balance sheet will shrink as a share 
of GDP in 2020. Market expectations for 
a rate increase in the Eurozone suggest it 
will come after Draghi leaves. The recent 
ECB minutes indicated that a rate hike by 
the end of 2019 is still possible. The tone 
of the minutes suggests that the markets 
are too dovish in their expectations of 
future policy.

 Positive scenario
Probability: 20%

Policy easing as macro backdrop 
worsens 
Political policy errors threaten economic 
growth either through more aggressive 
trade disruption or weaker US or Euro-
pean growth. Central banks respond to 
the changing economic outlook with a 
halt to policy tightening, followed by 
appropriate easing.

 Negative scenario
Probability: 10%

Central banks seek to reduce pricing 
power as macro risks fade 
Tighter labor markets move from 
squeezing profit margins to causing firms 
to raise prices more significantly. Trade 
taxes are passed on more comprehen-
sively than has been the case so far.
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Key dates 
26 April 2019
GDP for 1Q19
It appears that domestic 
demand growth was soft in 
1Q19. However, a narrower 
trade deficit should help to lift 
the GDP growth rate.             

29 April 2019
Personal spending, PCE 
deflator for February and 
March
Two months‘ worth of data will 
be released after delays caused 
by the government shutdown. 
We expect core PCE inflation to 
fall further below the Fed‘s 2% 
target, making it unlikely that 
the Fed will raise rates any time 
soon. 

30 April 2019
Employment Cost Index for 
1Q19
The ECI is generally consid-
ered to be a better measure 
of wage growth than average 
hourly earnings. Recent data has 
shown the tight labor market 
allowing wage growth to grad-
ually pick up speed. 

1 May 2019
FOMC rate decision
With the Fed signaling a 
“patient” approach to monetary 
policy, it appears highly likely 
that no changes will be made 
at this meeting. We will focus 
on the Fed‘s reaction to weaker 
inflation data.

3 May 2019
Labor report for April
Nonfarm payroll growth 
rebounded to a healthy 196,000 
in March. We will focus on 
measures of labor market tight-
ness including the unemploy-
ment rate and average hourly 
earnings.

A pause but no plunge
Jeremy Zirin, CFA
Head of Equities Americas

David Lefkowitz, CFA
Senior Equity Strategist Americas

House view
Probability: 60%

We see flattish earnings in the first 
half and then a modest re-acceleration  
US earnings growth has decelerated as 
the one-time boost from a lower tax 
rate rolls off and economic growth slows 
in the US and overseas. Still, a material 
decline in profits looks unlikely. Lead-
ing indicators such as access to capital, 
business sentiment, and unemployment 
claims remain supportive. Our 2019 EPS 
estimate is USD 168 (3% growth). Earn-
ings growth should re-accelerate modestly 
in the second half of 2019 and into next 
year as the economic expansion contin-
ues, comparisons in the energy sector get 
easier, and tech markets stabilize – es-
pecially for semiconductors. We forecast 
2020 S&P EPS of USD 179 (7% growth).

 Positive scenario
Probability: 20%

Fiscal policy boosts earnings more 
than expected 
Boost from fiscal stimulus lasts longer 
than expected. Deregulation further 
boosts financial sector earnings. Invest-
ment spending picks up.

 Negative scenario
Probability: 20%

Downturn in sentiment 
Trade and geopolitical tensions flare up, 
depressing business and consumer 
sentiment. Wage pressures, without 
improving consumer and business 
demand, crimp profit margins and 
earnings growth rates. Declines in 
long-term interest rates pressure financial 
sector earnings.

Political risks
Paul Donovan 
Global Chief Economist, GWM

House view
Probability: 70% 
In the US, investor attention is being 
drawn to the debt ceiling (which becomes 
an issue from the second quarter) and the 
September budget. US President Trump‘s 
favored candidates for the two vacant 
governorships at the Federal Reserve have 
raised concerns about the politicization of 
the central bank. The market damage 
from taxing trade (which can be thought 
of as being primarily a tax on equities) has 
been noted politically and seems to be 
encouraging a limited trade agreement to 
calm some of the current China-US 
tensions. It is unlikely that there will be 
substantial and long-lasting changes, but 
a return to the level of disagreement that 
existed in early 2018 seems plausible. US 
trade tensions with Europe are a worry for 
investors. The EU-UK separation has been 
delayed. Our base case is for a negotiated 
exit eventually, but delaying the exit 
opens up a wider range of possibilities 
including a general election.

 Positive scenario
Probability: 10% 
Better labor market conditions for 
low-skilled workers lead to faster wage 
hikes; this eases income and consumption 
inequality. The costs of trade protection 
are made more apparent to US voters 
through the actions of corporations, and 
the US retreats from its isolationist 
agenda.

 Negative scenario
Probability: 20% 
Nationalist tendencies are encouraged by 
single-issue politics and social media. 
Traditional party structures fail to address 
the demands of large sections of the 
electorate. Opinion polls offer even less 
guidance to political events. Lower-
income groups‘ standards of living are 
hurt by populist policies and rising prices, 
fueling further demands for radical and 
unpredictable change.
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ASSET CLASSES OVERVIEW

Global equities have bounced back strongly from last year‘s losses, supported by the Fed-
eral Reserve‘s dovish pivot and constructive news flow on US-China trade negotiations. 
After this strong start to the year, most equity markets are close to fair value. Further 
equity market gains would likely require macro momentum to accelerate and earnings to 
be upgraded, which have yet to happen. US economic growth continues to decelerate, 
though leading indicators suggest little risk of a recession this year.

Equities

Eurozone
    Underweight

Economic activity in the region has weakened. In March, 
manufacturing PMI dropped to the lowest level since 2013, while 
services PMI continued to recover. This has led to the largest 
gap between the two prints since 2002. Solid services data, 
combined with improving China PMIs, should support Eurozone 
data in the months ahead and help turn around the recent 
negative trend. However, external risks persist, as the US-China 
trade conflict and Brexit could weigh on sentiment.

UK
    neutral

UK stocks are attractively valued - currently trading at 12.8x 
12-month forward P/E with a dividend yield of 5%. However, 
uncertainties remain around sterling and oil, as well as the 
continuing Brexit negotiations. 2019 earnings will likely be in 
the low single-digit range, though they are influenced by the 
outlook for oil. Sterling‘s moves will continue to be closely linked 
to developments around Brexit, the resolution of which remains 
unclear. We are neutral on UK equities with a tactical time 
horizon, but recommend an underweight over a 1–4 year horizon.

Emerging markets
    Overweight

Emerging market equities have continued to perform well 
over the past month due to positive developments in the US-
China trade standoff and a more supportive economic outlook 
within China. However, the EM rally may take a pause due to 
idiosyncratic risks in Africa, Russia, Turkey and Brazil. EM equity 
valuations are fair at 13.3x 12-month-trailing P/E. Aggregate 
EM manufacturing PMI improved to 50.9 in March from 50.5 
in February, mainly due to better data out of China and Russia. 
We continue to expect EM growth to stabilize in response to 
continued fiscal and monetary easing in China.

EURO STOXX (index points, current: 380) Six-month target

House view 360

 Positive scenario 390

 Negative scenario 300

MSCI EM (index points, current: 1093) Six-month target

House view 1160

 Positive scenario 1200

 Negative scenario 910

Japan
    Overweight

We are now overweight Japanese equities as they have lagged 
other cyclical markets this year and should re-rate on improving 
macro data. We believe consensus earnings will continue to 
slow for some time but we expect a recovery in the second half 
of 2019. With valuations well below historical averages, there 
is potential for outperformance. We prefer quality companies, 
firms that would benefit from an increase in digital payments in 
Japan, and firms that have solid environmental, sustainability and 
governance (ESG) strategies.

TOPIX (index points, current: 1626) Six-month target

House view 1750

 Positive scenario 1870

 Negative scenario 1400

Jeremy Zirin, CFA; David Lefkowitz, CFA; Markus Irngartinger, PhD, CFA; Edmund Tran, CFA

FTSE 100 (index points, current: 7470) Six-month target

House view 7500

 Positive scenario 7900

 Negative scenario 6500

Note: Current values as of 16 April 2019
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US Equities

US equities overview
    neutral

S&P 500 earnings growth is likely to be flattish during the first 
half of 2019 before rebounding later in the year. At a sector 
level, weakness in commodities, as well as segments within tech 
(semiconductors) and industrials, are weighing on results in the 
near term. But leading indicators of profit growth—access to 
capital and business sentiment—remain favorable, suggesting an 
improvement ahead. However, stocks seem to already be pricing 
in a modest pickup in growth. Our six-month price target is 2950 
or 16.5x forward 12-month earnings forecasts. 

US equities – sectors
We have a very modest cyclical bias in our sector strategy. Our 
overweight on the tech sector reflects solid business spending 
on “must have” information technology, a likely improvement 
in semiconductors as inventories clear and somewhat low 
expectations for smartphones. Ten-year Treasury yields have 
rebounded after hitting an 18-month low earlier in the year. We 
believe rates will continue to rise a bit further, which supports our 
overweight on financials and underweight on utilities. Valuations 
for financials also remain quite low. Our underweight on 
industrials is a hedge against disappointing trade negotiations.

US equities – size
We have no preference between size segments. Small- and 
large-caps lagged behind their mid-cap counterparts last month. 
However, returns across sizes are strong year-to-date, with 
small-, mid-, and large-caps up 17.5%, 20.3%, and 17.0%, 
respectively. Relative valuations for smaller firms have increased 
from last year. We continue to monitor funding costs as they 
typically increase later in the business cycle and have a larger 
impact on smaller firms.

US stocks have surged nearly 17% this year, essentially erasing the plunge in 4Q last year. 
While economic growth has slowed, it is now clearer that a slide into recession appears 
unlikely, especially considering that the Fed has paused its rate hiking campaign and a trade 
agreement between the US and China looks to be within reach. Equity valuations now 
appear fair in the context of an environment of moderate growth and low inflation. Mid 
single-digit earnings growth over the upcoming year should support further upside, but 
only moderate gains are expected from current levels.

US equities – style
We remain agnostic across growth and value. We prefer 
financials and tech, respectively the largest sectors in the value 
and growth indices. After outperforming this year, growth stocks 
look somewhat expensive, but secular growers tend to perform 
well in the later stages of a business cycle.

S&P 500 (index points, current: 2907) Six-month target

House view 2950

 Positive scenario 3225

 Negative scenario 2375

Note: Current values as of 16 April 2019

20192014 2015 2016 2017 2018
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Source: FactSet, UBS, as of 16 April 2019

Equity market valuations have recovered to more 
normal levels
S&P 500 forward price-to-earnings multiple

Figure 1

5 year average

Earnings growth has decelerated but should improve
Figure 2
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ASSET CLASSES OVERVIEW

The 10-year Treasury yield has recently been hovering around 2.5% as rates remain low de-
spite the substantial recovery in credit and equities. This has been aided by the Fed‘s dovish 
U-turn and the Trump administration‘s less aggressive stance on trade. Inflation remains some-
what below the Fed‘s 2% target but we believe the renewed acceleration of economic growth 
after the recent tariff-induced slowdown will slowly drive inflation higher. The Fed has signaled 
its intention to pause rate hikes and we think it will hold rates steady until it sees clear evidence 
that inflation is on a gradual upward path toward the 2% target. This condition is not likely to 
be met this year, so we have slightly lowered our interest rate forecasts.

Bonds

Emerging market bonds
    overweight1

EM credit delivered mid single-digit gains year-to-date on tighter 
spreads and lower UST yields. The asset class benefited from a 
more dovish Fed, progress in US-China trade talks, additional 
Chinese stimulus, and rising oil prices, among other factors. Our 
six-month base case calls for sideways sovereign spreads and 
slightly wider corporate spreads. Key risks include a sharper-than-
expected global slowdown, tighter USD liquidity, and renewed 
tensions between the US and China. We remain overweight EM 
sovereign credit and hold a neutral position in EM corporate 
credit in globally diversified portfolios.

EMBIG div / CEMBI div SPREAD* 
(current: 336bps / 300bps) Six-month target

House view 330–350bps / 310–330bps

 Positive scenario 290bps / 270bps

 Negative scenario 450bps / 520bps

*JPMorgan Emerging Market Bond Index Global / JPMorgan Corporate Emerging 
Bond Index 
1 Our emerging market bond overweight is to EM hard-currency bonds. 

US Investment-Grade Corporate Bonds
    neutral

Investment-grade corporate bonds had a very strong start into 
2019, with excess returns relative to Treasuries of 3.5%. Cur-
rent spreads of 116 basis points (bps) fall below our 120bps to 
140bps target range for the next six months. However, against 
a backdrop of persistently dovish central banks and our outlook 
for an economic stabilization in 2H19, corporate bonds should 
remain supported. But from current levels, spreads are unlikely to 
tighten much further, while duration risk becomes more promi-
nent, keeping us tactically neutral.       

US IG SPREAD (current: 116bps*) Six-month target

House view 120–140bps

 Positive scenario 90bps

 Negative scenario 275bps
*Data based on ICE BAML IG corporate index

Leslie Falconio; Kathleen McNamara, CFA, CFP; Barry McAlinden, CFA; Philipp Schoettler; Frank Sileo, CFA 

Government bonds
    underweight

A sharp recovery in 10-year Treasury yields from the low of 
2.32% toward the end of March was witnessed during the 
last week of the first quarter. Stronger China growth numbers, 
oversold positions, and mitigating trade tensions have pushed 
the 10-year yield to 2.60% during the first few weeks of April. 
We anticipate a gradual rise in interest rates into the second 
quarter as GDP continues to improve.

US 10-YEAR YIELD (current: 2.6%) Six-month target

House view 2.8%

 Positive scenario 2.3%

 Negative scenario 3.3%

US high-yield corporate bonds
    neutral

Credit spreads on HY bonds tightened slightly over the past 
month, helping to lift high yield‘s total return to 8.7% year-to-
date. Gradually tighter financial conditions and more aggressive 
corporate behavior as the cycle matures should push credit 
spreads wider, in our view. That said, the US economy should 
only slow to trend growth and issuer fundamentals aren‘t 
flashing red. While current spreads of 364bps look tight, we 
believe the Fed‘s more cautious stance and progress on trade 
have potential to sustain spreads in the short term.

USD HY SPREAD (current: 364bps*) Six-month target

House view 470–510bps

 Positive scenario 300bps

 Negative scenario 800bps

*Data based on ICE BAML High Yield indices

Note: Current values as of 16 April 2019
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Preferred securities
The late 2018 sell-off set preferreds up for a powerful rally. 
The sector is up by roughly 10% year-to-date. The trajectory is 
unsustainable, and valuations have diminished  with the rally. 
But the backdrop should remain supportive from both a credit 
and rate risk perspective. To mitigate relative volatility in interest 
rates or in credit spreads, we favor those fixed-rate preferreds 
with higher coupons and favor fixed-to-floating rate coupons 
(F2Fs) with call protection, high front-end fixed-coupons and 
high back-end reset spreads, and strong prospectus language 
in the absence of LIBOR (i.e., possible LIBOR discontinuation is a 
consideration).

Municipal bonds
    neutral

Over the past month, municipal bond mutual funds continued to 
report net cash inflows, reflecting strong demand from individual 
investors. Year-to-date, muni funds have now attracted USD 
27.8bn in new assets according to the Investment Company 
Institute (ICI). Tax-exempt has posted a 2.8% total return thus far 
in 2019. By comparison, US Treasury securities registered softer 
results (+1.2%). Finding attractive values in the muni market has 
become more challenging. Credit spreads are tight. Current AAA 
10-year muni-to-Treasury yield ratio: 74.8% (last month: 78.1%).

Non-US developed fixed income
    neutral

Over the past month, interest rates across developed markets 
have been mixed, with slightly lower yields in most of the 
Eurozone and slightly higher yields in some other countries. On 
foreign exchange markets, the dollar was overall modestly higher 
against other major currencies. The net result was a near-zero 
return over the month. Non-US developed bond yields are mostly 
at very unattractive levels. We do not recommend a strategic 
asset allocation position on the asset class.

Additional US taxable fixed income (TFI) segments

Mortgage-backed securities 
Tight valuations and robust supply are chief concerns though 
there are signs of a pick-up in bank and overseas demand. With 
volatility declining, mortgage spreads reached their 2017 tight at 
73bps to the Treasury curve. CIO remains neutral to slightly negative 
on MBS at the current spread levels. However, as the credit cycle 
continues to mature, MBS historically outperforms IG corporates 
due to their AAA rating and government backing. We maintain our 
overall neutral weighting due to the pick-up in yield and the recent 
rise in mortgage rates has dampened any substantial increase in 
refinancing activity. Current spread is +81.5bps to the 5-year and 
10-year Treasury blend (vs. +81.5bps last publication).

Agency bonds
We remain underweight agency debt vs. mortgage-backed 
securities and IG corporates. During the market‘s fourth quarter 
2018 “search for the safe haven” quest, agency debt spreads 
tightened as investors turned “risk off.” Three-year agency 
spreads moved toward their 2015 tights as floating rate securities 
underperformed. With the Fed on hold for the foreseeable future, 
the risk cycle has extended. This does not bode well for the 
agency debt market as tight spreads, low yields, and headline risks 
leave investors with better opportunity in MBS or IG corporates.  
Current spread is +7bps to the 5-year (vs. +8bps last month).

Treasury inflation-protected securities (TIPS)
TIPS have outperformed Treasuries in 2019 in both rising and 
falling interest rate environments. With the Fed on hold, WTI oil 
and wages rising, the potential for inflation to increase in the 
future has risen. We continue to prefer 5-year TIPS vs. 5-year 
Treasuries even as the asset class has outperformed (2.7% 5–7yr 
TIPS vs. 1.5% 5–7yr UST). We anticipate US growth to rise in 
the second half of the year and inflation expectations to remain 
stable or move higher. Current 5-year breakeven inflation rate of 
1.86% (1.89% last month).

UBS interest rate forecasts  

US 15-Apr-19  UBS 3m  UBS 6m UBS 12m

USD 3m LIBOR 2.6 2.6 2.6 2.6

USD 2Y Treas. 2.4 2.5 2.6 2.7

USD 5Y Treas. 2.4 2.5 2.6 2.6

USD 10Y Treas. 2.6 2.7 2.8 2.8

USD 30Y Treas 3.0 3.1 3.1 3.0

Curve: 2y/10y spread (%) 0.16 0.20 0.20 0.10

Source: Bloomberg, UBS, as of 15 April 2019
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Commodities have performed strongly this year, rallying 8.5% to 11.5%. Energy has been 
the standout, with the segment up 21% to 25% year-to-date. Base metals have also risen 
between 9% and 13% this year. Overall, we believe the asset class remains attractive from 
a risk-reward perspective. From here, we expect a high single-digit rate of return from a 
broad index point of view for the remainder of 2019.

Commodities and other asset classes
Dominic Schnider, CFA, CAIA; Giovanni Staunovo; Thomas Veraguth; Wayne Gordon

Commodities
    neutral

Precious metals The main drivers for gold remain the US dollar, 
US real interest rates, heightened political risks, and equity mar-
ket volatility. We believe all these elements should help lift prices 
over the next 12 months. As we enter the latter stages of the 
cycle, we still like gold‘s insurance qualities in a portfolio context. 
We expect gold to trade at USD 1,350/oz in six and USD 1,400/
oz in 12 months.

GOLD (current: USD 1277/oz) Six-month target

House view USD 1350/oz

 Positive scenario USD 1450/oz

 Negative scenario USD 1250/oz

Crude oil A sharp drop in global supply of around 2.3mbpd 
from 4Q18 into 1Q19 led the tightening in the market, which 
underpinned the roughly 30% rally this year. The main drivers of 
this reduction in supply have been voluntary cuts from OPEC and 
its allies (OPEC+), as well the involuntary drop in production in 
Venezuela and Iran. OPEC crude production fell some 1.6mbpd 
to 30.6mbpd in 1Q19 vs. 4Q18. Amid seasonally improving 
oil demand growth and likely stable oil production in 2Q19 
vs. 1Q19, we think the oil market can tighten, putting further 
pressure on oil prices—and we see Brent stabilizing in the USD 
70–80/bbl range over the coming months.

BRENT (current: USD 72/bbl) Six-month target

House view USD 75/bbl

 Positive scenario USD 100/bbl

 Negative scenario USD 50/bbl

Other asset classes

Listed real estate We see earnings growth of 5.4% for 2019–
2020 (excluding emerging markets), fueled by internal growth 
and weak but positive rental reversion. Companies focus on 
portfolio optimization, extensions, and repositioning. Those with 
solid balance sheets can still slightly optimize financing costs and 
consolidate their balance sheets, but for a growing number of 
companies risk spreads are expanding amid a cyclical economic 
deceleration.

RUGL Index (current: USD 5368) Six-month target

House view USD 5025

 Positive scenario USD 5500

 Negative scenario USD 4600

Note: Current values as of 16 April 2019

Agriculture Spring planting estimates surprised markets, with 
the switch from corn to soybeans being larger than expected. 
However, recent widespread waterlogging of Midwest fields 
lowers the reliability of this survey, in our view. A lack of rainfall 
in Asia also needs monitoring, as does the question of where 
Southeast Asian buyers could turn if Australian grain crops dis-
appoint for a second year in a row.

Base metals Renewed Chinese monetary and fiscal stimulus, 
which has been focused on infrastructure, should continue to 
support base metals. With this, and with all industrial metals 
markets being in deficit, we see higher prices into a seasonally 
strong demand period through the middle of the year.
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Foreign exchange
Thomas Flury, Strategist

In our FX strategy we retain our overweight in the Norwegian krone (NOK), financed with 
an underweight in the Swiss franc (CHF). We add a variety of other positions that are 
designed to increase the exposure to NOKCHF and at the same time diversify the overall 
exposure.

USD 
    neutral 

Relatively high interest rates have benefited the dollar in recent 
years. With the Fed now signaling a more dovish stance, we 
expect the USD to give up some of its overvaluation and weaken 
against most major currencies over the next 12 months.

EUR 
    overweight 

We expect the euro to rise slowly in our base case of a strength-
ening European economy and normalization in European Central 
Bank (ECB) policy. In the case of a more severe global slowdown, 
EURUSD should appreciate sharply because the Fed has more 
room to ease than the ECB.  This month we add a long EUR 
short CHF position to our FX strategy. 

GBP 
    neutral 

Postponing the Brexit deadline to end-October has reduced the 
near-term downside risks for sterling. However, longer-term risks 
are still significant, especially around the October deadline. Until 
then, a path toward general elections seems most likely. The 
ongoing political impasse should keep sterling in a volatile range 
around 1.32 over six months. 

CHF 
    Underweight
The two safe-haven currencies, USD and CHF, are uneven twins 
that have moved sideways for many years and are likely to do 
so in the near future. However, as fundamental forces continue 
to weigh on the USD, longer-term risks clearly point to the 
downside. Also, our shorter-term risk cases suggest considerable 
downside risk for USDCHF.

UBS CIO FX forecasts

3M 6M 12M PPP*

EURUSD 1.15 1.15 1.20 1.29

USDJPY 107 107 105 75

USDCAD 1.33 1.33 1.30 1.20

AUDUSD 0.71 0.68 0.68 0.68

GBPUSD 1.32 1.32 1.38 1.58

NZDUSD 0.68 0.68 0.68 0.58

USDCHF 1.00 1.00 1.00 0.93

EURCHF 1.15 1.15 1.20 1.20

GBPCHF 1.32 1.32 1.38 1.46

EURJPY 123 123 126 96

EURGBP 0.87 0.87 0.87 0.82

EURSEK 10.50 10.50 10.50 9.69

EURNOK 9.40 9.20 9.20 10.55

Source: Thomson Reuters, UBS, as of 17 April 2019 
Note: Past performance is not an indication of future returns.
*PPP = Purchasing Power Parity

JPY 
    neutral 

In the near term, rebounds above 111 levels can be used to 
enter short USD vs. JPY positions. The end of the Fed rate-hike 
cycle caps the upside potential for USDJPY. We believe the yen 
has long-term appreciation potential. However, a firmer recovery 
in Japan‘s growth and inflation dynamics is needed for the Bank 
of Japan to tolerate sustained JPY appreciation. 
 

Other developed market currencies
    overweight 

In addition to our existing overweight on NOK vs. CHF, we add 
an overweight on NOK vs. the Canadian dollar (CAD). As with 
the NOKCHF, this position aims to benefit from central bank 
divergence but brings some diversification. The Norwegian krone 
remains the only G10 currency with a central bank that is in a 
rate hike cycle. The Bank of Canada is likely to hold its policy 
rate unchanged this year as Canada‘s economic momentum has 
slowed. 

ASSET CLASSES OVERVIEW
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 Overweight

 Neutral

 Underweight

Key forecasts 
As of 17 April 2019

Six-month forecast

Asset class  

TAA 
(6–12 

months)

Change 
this 

month Benchmark Value 

m/m 
perf.  

in %1

 House 
View 

Positive 
scenario

Negative 
scenario

EQUITIES 

US   S&P 500 2907 1.8% 2950 3225 2375

Eurozone  Euro Stoxx 380 3.0% 360 390 300

UK*  – FTSE 100 7470 1.6% 7500 7900 6500

Japan  Topix 1626 0.7% 1750 1870 1400

Switzerland – SMI 9580 1.3% 9200 9940 8180

Emerging Markets  MSCI EM 1093 2.2% 1160 1200 910

BONDS
 



US Government bonds  10yr Treasury yield 2.6% 0.0% 2.8% 2.3% 3.3%

US Corporate bonds   – BAML IG spread 116 bps 0.9% 120–140 bps 90 bps 275 bps

US High-yield bonds  – BAML US HY spread 364 bps 1.4% 470–510 bps 300 bps 800 bps

EM Sovereign – EMBI Diversified spread 336 bps 0.2% 330–350 bps 290 bps 450 bps

EM Corporate – CEMBI Diversified spread 300 bps –0.6% 310–330 bps 270 bps 520 bps

OTHER ASSET CLASSES

Gold – Spot price 1277 /oz. –2.5% 1350 1450 1250

Brent crude oil – Spot price 71.72 /bbl. 5.7% 75 100 50

Listed real estate – RUGL Index 5368 –0.9% 5025 5500 4600

CURRENCIES Currency pair

USD – NA NA NA NA NA

EUR   EURUSD 1.13 –0.8% 1.15 NA NA

GBP  – GBPUSD 1.30 –0.5% 1.32 NA NA

JPY**           – USDJPY 112 1.1% 107 NA NA

CHF    USDCHF 1.01 1.6% 1.00 NA NA

Source: Bloomberg, UBS
  * For 1–4 year horizon, we would underweight UK equities.
** For a 1–4 year horizon, we would also hold a preference for the JPY
    1 Month over month.
Note: Current values as of 16 April 2019. Currency values as of 17 April 2019.
Past performance is no indication of future performance. Forecasts are not a reliable indicator of future performance.



May 2019   UBS House View   27

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 across model portfolios, depending on their objectives. 

Our TAA  
recommendations

EM equities 

Japan equities

China equities  
(all-equity portfolio)

Long maturity 
Treasuries  

EM hard-currency bonds

What’s changed

We reduced our alloca-
tion to US equities and 
increased our allocation to 
Emerging Market and Ja-
pan equities. 

A note on TAA scaling
Unless noted otherwise, the TAA 
percentages refer to a Moderate risk 
profile. Generally speaking, we apply 
a scaling methodology to TAA tilts 
for lower-risk portfolios, so that a 
2% overweight in the moderate risk 
profile reflects as a 1.5% and 1%, 
respectively, in the Moderately Con-
servative and Conservative profiles.

Implementation guidance

The “Goldilocks” environment of accelerating US and global growth, low inflation, and 
low and stable interest rates looks likely to continue in the near term after the recent im-
provement in economic data, especially out of China. This supports the continuation of 
the equity bull market, but after a 25% rally since the December lows US stocks appear to 
be pricing in much of the good economic news. 

Equities 
This month we recommend slightly increasing the overall equity allocation based on this 
news and shifting some of the allocation from the US to other regions that have lagged in 
the rally and offer more potential upside. Specifically, we add to emerging market and Ja-
panese equities, which are up 15% and 9%, respectively, since 24 December versus 25% 
for the S&P 500. 

The reacceleration of global growth should be most evident in the Asia economic cycle, 
a direct result of China’s stimulus gaining traction and a likely US-China trade deal in Q2, 
thereby removing some uncertainty for investment and manufacturing. Earnings in Japan 
and AxJ, which is 70% of the EM market capitalization, are sensitive to improvements in 
the global/Asia economic cycle. Japan and EM equity valuations are also among the most 
attractive globally. We also have a preference for China equities in our all-equity portfo-
lio. While China has been one of the best performing markets this year, its policy stimulus 
measures should most directly benefit domestic consumers and companies.

Fixed income 
An economic environment of US GDP growth around 2% and stable interest rates is 
generally good for credit securities. We prefer to tactically add credit exposure in EM 
hard-currency sovereign bonds. Their credit fundamentals and credit ratings are better 
than US high-yield corporate bonds, with yields that are not much lower. 

We maintain our allocation to long maturity Treasuries as a counter-cyclical position in 
case economic conditions unexpectedly deteriorate. We don’t expect Treasury yields to 
rise much this year with the Fed on pause, which could persist well into 2020 with infla-
tion below the 2% target. But if growth slows sharply, the 30-year Treasury yield could 
easily fall from near 3% to closer to 2%, producing a return over 10%. 

Important publication note
These Asset allocation implementation pages will replace the Detailed Asset 
Allocation section (pages 27–39) of this report series starting July 2019. The 
full set of allocation tables will still be made available to you in a separate re-
port, available at ubs.com/houseview. 

Please e-mail us at wmrfeedback@ubs.com with feedback and suggestions.

mailto:wmrfeedback%40ubs.com?subject=
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Risk profile implementation guidance

Current tactical positions for the Moderate portfolio are ap-
plicable for other risk profiles, but we do recommend some 
implementation adjustments. Specifically, in Conservative 
portfolios we retain the tactical preference for Japanese equi-
ties, but not emerging markets stocks. If economic conditions 
deteriorate, the Yen is likely to rally as a safe-haven, cushio-
ning weakness in Japanese equities, whereas the opposite 
currency effect is likely in EM. 

In more aggressive portfolios, we recommend 20-30 Tre-
asury strips paying only principal in place of 20+ year Treasury 
bonds. The former has longer duration and thus offers more 
protection against equity risk during a sustained econo-
mic slowdown when rates are likely to fall. In contrast, this 
protection is less necessary in a Conservative portfolio. Short-
to-intermediate maturity Treasuries are sufficient and they’re 
less exposed to rising rate risk. 

Tax-exempt investor
Moderate risk, without non-traditional assets

Strategic Asset 
Allocation (SAA)

Tactical tilt Tactical Asset 
Allocation (TAA)

Preferences

Cash 5 -2 3

Fixed Income 46 46

US Gov’t FI 16 -4 12

US Treasuries (long) 0 +2 2

US Municipal 0 0

US IG Corp FI 21 21

US HY Corp FI 5 5

Int’l Developed FI 0 0

Emerging Markets FI 4 4

EM Local Currency FI 0 0

EM Hard Currency FI 0 +2 2

Equity 49 +2 51

US All Cap 0 0

US Large Cap Growth 9 9

US Large Cap Value 9 9

US Mid Cap 5 5

US Small Cap 3 3

Int’l Developed Markets 17 17

Japan 0 +1 1

Emerging Markets 6 +1 7

 Overweight: Tactical recommendation to hold more of the asset class than specified in the moderate risk strategic asset allocation.  Underweight: Tactical 
recommendation to hold less of the asset class than specified in the moderate risk strategic asset allocation.  Neutral: Tactical recommendation to hold the asset class in line 
with its weight in the moderate risk strategic asset allocation.  Month-to-month change
“Emerging Markets FI” is a blend of 50% local currency, 50% hard currency. 
Source: UBS 
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DETAILED ASSET ALLOCATION

Taxable investor 
with non-traditional assets

Investor 
risk profile

Conservative Moderately 
conservative

Moderate Moderately  
aggressive
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Cash 5.0  –1.0 4.0  5.0  –1.5 3.5  5.0  –2.0 3.0  5.0  –2.0 3.0  5.0  –2.0 3.0  

q Fixed Income 69.0  +0.0 –0.5 69.0  50.0  +0.0 –1.0 50.0  33.0  +0.0 –1.0 33.0  17.0  +0.0 –1.0 17.0  5.0  +0.0 –1.0 5.0  

q US Fixed Income 67.0  –1.0 –0.5 66.0  48.0  –1.5 –1.0 46.5  31.0  –2.0 –1.0 29.0  15.0  –2.0 –1.0 13.0  5.0  –2.0 –1.0 3.0  

US Gov‘t FI 17.0  –2.0 –0.5 15.0  2.0  –2.0 0.0  2.0  –2.0 0.0  2.0  –2.0 0.0  2.0  –2.0 0.0  

US Treasuries (long) 0.0  +1.0 1.0  0.0  +1.5 1.5  0.0  +2.0 2.0  0.0  +2.0 2.0  0.0  +2.0 2.0  

q US Municipal FI 46.0  +0.0 46.0  42.0  –1.0 –1.0 41.0  27.0  –2.0 –1.0 25.0  11.0  –2.0 –1.0 9.0  3.0  –2.0 –1.0 1.0  

US IG Corp FI 4.0  +0.0 4.0  2.0  +0.0 2.0  0.0  +0.0 0.0  0.0  +0.0 0.0  0.0  +0.0 0.0  

US HY Corp FI 0.0  +0.0 0.0  2.0  +0.0 2.0  2.0  +0.0 2.0  2.0  +0.0 2.0  0.0  +0.0 0.0  

Int‘l Fixed Income 2.0  +1.0 3.0  2.0  +1.5 3.5  2.0  +2.0 4.0  2.0  +2.0 4.0  0.0  +2.0 2.0  

Int‘l Developed FI 0.0  +0.0 0.0  0.0  +0.0 0.0  0.0  +0.0 0.0  0.0  +0.0 0.0  0.0  +0.0 0.0  

EM FI3 2.0  +0.0 2.0  2.0  +0.0 2.0  2.0  +0.0 2.0  2.0  +0.0 2.0  0.0  +0.0 0.0  

EM FI - Hard Currency 0.0  +1.0 1.0  0.0  +1.5 1.5  0.0  +2.0 2.0  0.0  +2.0 2.0  0.0  +2.0 2.0  

p Equity 13.0  +1.0 +0.5 14.0  27.0  +1.5 +1.0 28.5  44.0  +2.0 +1.0 46.0  64.0  +2.0 +1.0 66.0  85.0  +2.0 +1.0 87.0  

q US Equity 8.0  +0.0 –0.5 8.0  16.0  +0.0 –0.5 16.0  25.0  +0.0 –1.0 25.0  37.0  +0.0 –1.0 37.0  46.0  +0.0 –1.0 46.0  

q US All cap 0.0  +0.0 –0.5 0.0  0.0  +0.0 –0.5 0.0  0.0  +0.0 –1.0 0.0  0.0  +0.0 –1.0 0.0  0.0  +0.0 –1.0 0.0  

US Large cap Growth 2.5  +0.0 2.5  5.5  +0.0 5.5  8.5  +0.0 8.5  13.0  +0.0 13.0  16.0  +0.0 16.0  

US Large cap Value 2.5  +0.0 2.5  5.5  +0.0 5.5  8.5  +0.0 8.5  13.0  +0.0 13.0  16.0  +0.0 16.0  

US Mid cap 2.0  +0.0 2.0  3.0  +0.0 3.0  5.0  +0.0 5.0  7.0  +0.0 7.0  9.0  +0.0 9.0  

US Small cap 1.0  +0.0 1.0  2.0  +0.0 2.0  3.0  +0.0 3.0  4.0  +0.0 4.0  5.0  +0.0 5.0  

p International Equity 5.0  +1.0 +1.0 6.0  11.0  +1.5 +1.5 12.5  19.0  +2.0 +2.0 21.0  27.0  +2.0 +2.0 29.0  39.0  +2.0 +2.0 41.0  

Int‘l Developed Markets 5.0  +0.0 5.0  8.0  +0.0 8.0  13.0  +0.0 13.0  19.0  +0.0 19.0  28.0  +0.0 28.0  

p Japan 0.0  +1.0 +1.0 1.0  0.0  +1.0 +1.0 1.0  0.0  +1.0 +1.0 1.0  0.0  +1.0 +1.0 1.0  0.0  +1.0 +1.0 1.0  

p Emerging Markets 0.0  +0.0 0.0  3.0  +0.5 +0.5 3.5  6.0  +1.0 +1.0 7.0  8.0  +1.0 +1.0 9.0  11.0  +1.0 +1.0 12.0  

Non-traditional 13.0  +0.0 13.0  18.0  +0.0 18.0  18.0  +0.0 18.0  14.0  +0.0 14.0  5.0  +0.0 5.0  

Hedge Funds 13.0  +0.0 13.0  18.0  +0.0 18.0  18.0  +0.0 18.0  14.0  +0.0 14.0  5.0  +0.0 5.0  

Private Equity 0.0  +0.0 0.0  0.0  +0.0 0.0  0.0  +0.0 0.0  0.0  +0.0 0.0  0.0  +0.0 0.0  

Private Real Estate 0.0  +0.0 0.0  0.0  +0.0 0.0  0.0  +0.0 0.0  0.0  +0.0 0.0  0.0  +0.0 0.0  

CIO GWM tactical deviation legend: Overweight Underweight Neutral. Change legend: p Upgrade q Downgrade for moderate risk profile  
1 Change is the difference in the tactical deviation column since our previous report.
2 The current allocation column is the sum of the strategic asset allocation and the tactical deviation columns.
3 EM FI is a blend of 50% local currency, 50% hard currency.
Source: UBS and WMA AAC, 18 April 2019. See the Performance Measurement and Appendix sections of the UBS House View Investment Strategy Guide for 
performance measurement details and information regarding  sources of strategic asset allocations and their suitability, investor risk profiles, and the 
interpretation of the suggested tactical deviations from the strategic asset allocations.
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DETAILED ASSET ALLOCATION

Taxable investor 
without non-traditional assets

Investor 
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Cash 5.0  –1.0 4.0  5.0  –1.5 3.5  5.0  –2.0 3.0  5.0  –2.0 3.0  5.0  –2.0 3.0  

q Fixed Income 79.0  +0.0 –0.5 79.0  63.0  +0.0 –1.0 63.0  46.0  +0.0 –1.0 46.0  27.0  +0.0 –1.0 27.0  10.0  +0.0 –1.0 10.0  

q US Fixed Income 77.0  –1.0 –0.5 76.0  61.0  –1.5 –1.0 59.5  44.0  –2.0 –1.0 42.0  25.0  –2.0 –1.0 23.0  10.0  –2.0 –1.0 8.0  

US Gov‘t FI 17.0  –2.0 –0.5 15.0  2.0  –2.0 0.0  2.0  –2.0 0.0  2.0  –2.0 0.0  5.0  –4.0 –1.0 1.0  

US Treasuries (long) 0.0  +1.0 1.0  0.0  +1.5 1.5  0.0  +2.0 2.0  0.0  +2.0 2.0  0.0  +2.0 2.0  

q US Municipal FI 56.0  +0.0 56.0  55.0  –1.0 –1.0 54.0  40.0  –2.0 –1.0 38.0  21.0  –2.0 –1.0 19.0  5.0  +0.0 5.0  

US IG Corp FI 4.0  +0.0 4.0  2.0  +0.0 2.0  0.0  +0.0 0.0  0.0  +0.0 0.0  0.0  +0.0 0.0  

US HY Corp FI 0.0  +0.0 0.0  2.0  +0.0 2.0  2.0  +0.0 2.0  2.0  +0.0 2.0  0.0  +0.0 0.0  

Int‘l Fixed Income 2.0  +1.0 3.0  2.0  +1.5 3.5  2.0  +2.0 4.0  2.0  +2.0 4.0  0.0  +2.0 2.0  

Int‘l Developed FI 0.0  +0.0 0.0  0.0  +0.0 0.0  0.0  +0.0 0.0  0.0  +0.0 0.0  0.0  +0.0 0.0  

EM FI3 2.0  +0.0 2.0  2.0  +0.0 2.0  2.0  +0.0 2.0  2.0  +0.0 2.0  0.0  +0.0 0.0  

EM FI - Hard Currency 0.0  +1.0 1.0  0.0  +1.5 1.5  0.0  +2.0 2.0  0.0  +2.0 2.0  0.0  +2.0 2.0  

p Equity 16.0  +1.0 +0.5 17.0  32.0  +1.5 +1.0 33.5  49.0  +2.0 +1.0 51.0  68.0  +2.0 +1.0 70.0  85.0  +2.0 +1.0 87.0  

q US Equity 10.0  +0.0 –0.5 10.0  20.0  +0.0 –0.5 20.0  28.0  +0.0 –1.0 28.0  40.0  +0.0 –1.0 40.0  46.0  +0.0 –1.0 46.0  

q US All cap 0.0  +0.0 –0.5 0.0  0.0  +0.0 –0.5 0.0  0.0  +0.0 –1.0 0.0  0.0  +0.0 –1.0 0.0  0.0  +0.0 –1.0 0.0  

US Large cap Growth 3.5  +0.0 3.5  7.0  +0.0 7.0  10.0  +0.0 10.0  14.0  +0.0 14.0  16.0  +0.0 16.0  

US Large cap Value 3.5  +0.0 3.5  7.0  +0.0 7.0  10.0  +0.0 10.0  14.0  +0.0 14.0  16.0  +0.0 16.0  

US Mid cap 2.0  +0.0 2.0  4.0  +0.0 4.0  5.0  +0.0 5.0  8.0  +0.0 8.0  9.0  +0.0 9.0  

US Small cap 1.0  +0.0 1.0  2.0  +0.0 2.0  3.0  +0.0 3.0  4.0  +0.0 4.0  5.0  +0.0 5.0  

p International Equity 6.0  +1.0 +1.0 7.0  12.0  +1.5 +1.5 13.5  21.0  +2.0 +2.0 23.0  28.0  +2.0 +2.0 30.0  39.0  +2.0 +2.0 41.0  

Int‘l Developed Markets 6.0  +0.0 6.0  9.0  +0.0 9.0  15.0  +0.0 15.0  20.0  +0.0 20.0  28.0  +0.0 28.0  

p Japan 0.0  +1.0 +1.0 1.0  0.0  +1.0 +1.0 1.0  0.0  +1.0 +1.0 1.0  0.0  +1.0 +1.0 1.0  0.0  +1.0 +1.0 1.0  

p Emerging Markets 0.0  +0.0 0.0  3.0  +0.5 +0.5 3.5  6.0  +1.0 +1.0 7.0  8.0  +1.0 +1.0 9.0  11.0  +1.0 +1.0 12.0  

CIO GWM tactical deviation legend: Overweight Underweight Neutral. Change legend: p Upgrade q Downgrade for moderate risk profile  
1 Change is the difference in the tactical deviation column since our previous report.
2 The current allocation column is the sum of the strategic asset allocation and the tactical deviation columns.
3 EM FI is a blend of 50% local currency, 50% hard currency.
Source: UBS and WMA AAC, 18 April 2019. See the Performance Measurement and Appendix sections of the UBS House View Investment Strategy Guide for 
performance measurement details and information regarding  sources of strategic asset allocations and their suitability, investor risk profiles, and the 
interpretation of the suggested tactical deviations from the strategic asset allocations.
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DETAILED ASSET ALLOCATION
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Cash 3.0  –1.0 2.0  3.0  –1.0 2.0  3.0  –1.0 2.0  3.0  –1.0 2.0  3.0  –1.0 2.0  

q Fixed Income 65.0  +0.0 –0.5 65.0  56.0  –0.5 –1.0 55.5  43.0  –1.0 –1.0 42.0  30.0  –1.0 –1.0 29.0  12.0  –1.0 –1.0 11.0  

q US Fixed Income 61.0  –1.0 –0.5 60.0  48.0  –2.0 –1.0 46.0  32.0  –3.0 –1.0 29.0  22.0  –3.0 –1.0 19.0  10.0  –3.0 –1.0 7.0  

q US Gov‘t FI 25.0  –2.0 –0.5 23.0  15.0  –3.5 –1.0 11.5  6.0  –5.0 –1.0 1.0  3.0  –3.0 0.0  3.0  –3.0 0.0  

US Treasuries (long) 0.0  +1.0 1.0  0.0  +1.5 1.5  0.0  +2.0 2.0  0.0  +2.0 2.0  0.0  +2.0 2.0  

US Municipal FI 23.0  +0.0 23.0  14.0  +0.0 14.0  6.0  +0.0 6.0  3.0  –2.0 –1.0 1.0  3.0  –2.0 –1.0 1.0  

US IG Corp FI 4.0  +0.0 4.0  4.0  +0.0 4.0  4.0  +0.0 4.0  0.0  +0.0 0.0  0.0  +0.0 0.0  

US HY Corp FI 9.0  +0.0 9.0  15.0  +0.0 15.0  16.0  +0.0 16.0  16.0  +0.0 16.0  4.0  +0.0 4.0  

Int‘l Fixed Income 4.0  +1.0 5.0  8.0  +1.5 9.5  11.0  +2.0 13.0  8.0  +2.0 10.0  2.0  +2.0 4.0  

EM FI - Local Currency 0.0  +0.0 0.0  3.0  +0.0 3.0  6.0  +0.0 6.0  6.0  +0.0 6.0  2.0  +0.0 2.0  

EM FI - Hard Currency 4.0  +1.0 5.0  5.0  +1.5 6.5  5.0  +2.0 7.0  2.0  +2.0 4.0  0.0  +2.0 2.0  

p Equity 12.0  +1.0 +0.5 13.0  21.0  +1.5 +1.0 22.5  34.0  +2.0 +1.0 36.0  47.0  +2.0 +1.0 49.0  62.0  +2.0 +1.0 64.0  

q US Equity 6.0  +0.0 –0.5 6.0  11.0  +0.0 –0.5 11.0  16.0  +0.0 –1.0 16.0  21.0  +0.0 –1.0 21.0  24.0  +0.0 –1.0 24.0  

q US All cap 0.0  +0.0 –0.5 0.0  0.0  +0.0 –0.5 0.0  0.0  +0.0 –1.0 0.0  0.0  +0.0 –1.0 0.0  0.0  +0.0 –1.0 0.0  

US Large cap Growth 2.0  +0.0 2.0  3.0  +0.0 3.0  4.0  +0.0 4.0  6.0  +0.0 6.0  6.0  +0.0 6.0  

US Large cap Value 4.0  +0.0 4.0  8.0  +0.0 8.0  12.0  +0.0 12.0  15.0  +0.0 15.0  18.0  +0.0 18.0  

p International Equity 6.0  +1.0 +1.0 7.0  10.0  +1.5 +1.5 11.5  18.0  +2.0 +2.0 20.0  26.0  +2.0 +2.0 28.0  38.0  +2.0 +2.0 40.0  

Int‘l Developed Value 6.0  +0.0 6.0  10.0  +0.0 10.0  15.0  +0.0 15.0  21.0  +0.0 21.0  29.0  +0.0 29.0  

p Japan 0.0  +1.0 +1.0 1.0  0.0  +1.0 +1.0 1.0  0.0  +1.0 +1.0 1.0  0.0  +1.0 +1.0 1.0  0.0  +1.0 +1.0 1.0  

p Emerging Markets 0.0  +0.0 0.0  0.0  +0.5 +0.5 0.5  3.0  +1.0 +1.0 4.0  5.0  +1.0 +1.0 6.0  9.0  +1.0 +1.0 10.0  

Yield Assets 20.0  +0.0 20.0  20.0  +0.0 20.0  20.0  +0.0 20.0  20.0  +0.0 20.0  23.0  +0.0 23.0  

Senior Loans 6.0  +0.0 6.0  4.0  +0.0 4.0  2.0  +0.0 2.0  0.0  +0.0 0.0  0.0  +0.0 0.0  

Preferreds 10.0  +0.0 10.0  7.0  +0.0 7.0  7.0  +0.0 7.0  5.0  +0.0 5.0  2.0  +0.0 2.0  

MLPs 4.0  +0.0 4.0  7.0  +0.0 7.0  9.0  +0.0 9.0  12.0  +0.0 12.0  16.0  +0.0 16.0  

US Real Estate 0.0  +0.0 0.0  2.0  +0.0 2.0  2.0  +0.0 2.0  3.0  +0.0 3.0  5.0  +0.0 5.0  

CIO GWM tactical deviation legend: Overweight Underweight Neutral. Change legend: p Upgrade q Downgrade for moderate risk profile  
1 Change is the difference in the tactical deviation column since our previous report.
2 The current allocation column is the sum of the strategic asset allocation and the tactical deviation columns.
Source: UBS and WMA AAC, 18 April 2019. See the Performance Measurement and Appendix sections of the UBS House View Investment Strategy Guide for 
performance measurement details and information regarding  sources of strategic asset allocations and their suitability, investor risk profiles, and the 
interpretation of the suggested tactical deviations from the strategic asset allocations.
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DETAILED ASSET ALLOCATION
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sustainable investment
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risk profile
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conservative
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p Cash 5.0  –1.0 –0.5 4.0  5.0  –1.5 –0.5 3.5  5.0  –2.0 –1.0 3.0  5.0  –2.0 –1.0 3.0  5.0  –2.0 –1.0 3.0  

Fixed Income 79.0  +0.0 79.0  57.0  +0.0 57.0  41.0  +0.0 41.0  22.0  +0.0 22.0  10.0  +0.0 10.0  

MDB Bonds 25.0  +0.0 25.0  10.0  +0.0 10.0  10.0  +0.0 10.0  8.0  +0.0 8.0  5.0  +0.0 5.0  

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

p Green bonds 4.0  +1.5 +1.5 5.5  6.0  +2.5 +2.5 8.5  4.0  +3.0 +3.0 7.0  2.0  +3.0 +3.0 5.0  0.0  +3.0 +3.0 3.0  

q ESG corporate bonds 10.0  –1.5 –1.5 8.5  10.0  –2.5 –2.5 7.5  6.0  –3.0 –3.0 3.0  3.0  –3.0 –3.0 0.0  0.0  –3.0 –3.0 –3.0  

p Equity 16.0  +1.0 +0.5 17.0  38.0  +1.5 +0.5 39.5  54.0  +2.0 +1.0 56.0  73.0  +2.0 +1.0 75.0  85.0  +2.0 +1.0 87.0  

ESG thematic equities 6.0  +0.0 6.0  12.0  +0.0 12.0  18.0  +0.0 18.0  23.0  +0.0 23.0  24.0  +0.0 24.0  

q ESG leaders equities (US) 5.0  +0.0 –0.5 5.0  8.0  +0.0 –1.0 8.0  11.0  +0.0 –1.0 11.0  15.0  +0.0 –1.0 15.0  19.0  +0.0 –1.0 19.0  

p ESG leaders equities (ex-US) 5.0  +1.0 +1.0 6.0  6.0  +1.5 +1.5 7.5  9.0  +2.0 +2.0 11.0  14.0  +2.0 +2.0 16.0  17.0  +2.0 +2.0 19.0  

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

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

CIO GWM tactical deviation legend: Overweight Underweight Neutral. Change legend: p Upgrade q Downgrade for moderate risk profile  
1 Change is the difference in the tactical deviation column since our previous report.
2 The current allocation column is the sum of the strategic asset allocation and the tactical deviation columns.
Source: UBS and WMA AAC, 18 April 2019. See the Performance Measurement and Appendix sections of the UBS House View Investment Strategy Guide for 
performance measurement details and information regarding  sources of strategic asset allocations and their suitability, investor risk profiles, and the 
interpretation of the suggested tactical deviations from the strategic asset allocations.

For more information on the sustainable investment asset allocation tables, read the CIO publication: Sustainable Investing Portfolios: Investing for returns 
and for good, or the Wealth Management US Asset Allocation Committee report: Introducing the House View Sustainable Investing Strategic Asset Allocations.
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DETAILED ASSET ALLOCATION
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with non-traditional assets
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risk profile
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conservative
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Cash 5.0  –1.0 4.0  5.0  –1.5 3.5  5.0  –2.0 3.0  5.0  –2.0 3.0  5.0  –2.0 3.0  

q Fixed Income 69.0  +0.0 –0.5 69.0  50.0  +0.0 –1.0 50.0  33.0  +0.0 –1.0 33.0  17.0  +0.0 –1.0 17.0  5.0  +0.0 –1.0 5.0  

q US Fixed Income 64.0  –1.0 –0.5 63.0  45.0  –1.5 –1.0 43.5  29.0  –2.0 –1.0 27.0  14.0  –2.0 –1.0 12.0  5.0  –2.0 –1.0 3.0  

q US Gov‘t FI 35.0  –2.0 –0.5 33.0  25.0  –3.0 –1.0 22.0  16.0  –4.0 –1.0 12.0  7.0  –4.0 –1.0 3.0  5.0  –4.0 –1.0 1.0  

US Treasuries (long) 0.0  +1.0 1.0  0.0  +1.5 1.5  0.0  +2.0 2.0  0.0  +2.0 2.0  0.0  +2.0 2.0  

US Municipal FI 0.0  +0.0 0.0  0.0  +0.0 0.0  0.0  +0.0 0.0  0.0  +0.0 0.0  0.0  +0.0 0.0  

US IG Corp FI 24.0  +0.0 24.0  15.0  +0.0 15.0  8.0  +0.0 8.0  2.0  +0.0 2.0  0.0  +0.0 0.0  

US HY Corp FI 5.0  +0.0 5.0  5.0  +0.0 5.0  5.0  +0.0 5.0  5.0  +0.0 5.0  0.0  +0.0 0.0  

Int‘l Fixed Income 5.0  +1.0 6.0  5.0  +1.5 6.5  4.0  +2.0 6.0  3.0  +2.0 5.0  0.0  +2.0 2.0  

Int‘l Developed FI 0.0  +0.0 0.0  0.0  +0.0 0.0  0.0  +0.0 0.0  0.0  +0.0 0.0  0.0  +0.0 0.0  

EM FI3 5.0  +0.0 5.0  5.0  +0.0 5.0  4.0  +0.0 4.0  3.0  +0.0 3.0  0.0  +0.0 0.0  

EM FI - Hard Currency 0.0  +1.0 1.0  0.0  +1.5 1.5  0.0  +2.0 2.0  0.0  +2.0 2.0  0.0  +2.0 2.0  

p Equity 10.0  +1.0 +0.5 11.0  25.0  +1.5 +1.0 26.5  42.0  +2.0 +1.0 44.0  62.0  +2.0 +1.0 64.0  85.0  +2.0 +1.0 87.0  

q US Equity 6.0  +0.0 –0.5 6.0  14.0  +0.0 –0.5 14.0  22.0  +0.0 –1.0 22.0  33.0  +0.0 –1.0 33.0  45.0  +0.0 –1.0 45.0  

q US All cap 0.0  +0.0 –0.5 0.0  0.0  +0.0 –0.5 0.0  0.0  +0.0 –1.0 0.0  0.0  +0.0 –1.0 0.0  0.0  +0.0 –1.0 0.0  

US Large cap Growth 2.0  +0.0 2.0  5.0  +0.0 5.0  8.0  +0.0 8.0  12.0  +0.0 12.0  16.0  +0.0 16.0  

US Large cap Value 2.0  +0.0 2.0  5.0  +0.0 5.0  8.0  +0.0 8.0  12.0  +0.0 12.0  16.0  +0.0 16.0  

US Mid cap 1.0  +0.0 1.0  3.0  +0.0 3.0  4.0  +0.0 4.0  6.0  +0.0 6.0  8.0  +0.0 8.0  

US Small cap 1.0  +0.0 1.0  1.0  +0.0 1.0  2.0  +0.0 2.0  3.0  +0.0 3.0  5.0  +0.0 5.0  

p International Equity 4.0  +1.0 +1.0 5.0  11.0  +1.5 +1.5 12.5  20.0  +2.0 +2.0 22.0  29.0  +2.0 +2.0 31.0  40.0  +2.0 +2.0 42.0  

Int‘l Developed Markets 4.0  +0.0 4.0  8.0  +0.0 8.0  14.0  +0.0 14.0  21.0  +0.0 21.0  29.0  +0.0 29.0  

p Japan 0.0  +1.0 +1.0 1.0  0.0  +1.0 +1.0 1.0  0.0  +1.0 +1.0 1.0  0.0  +1.0 +1.0 1.0  0.0  +1.0 +1.0 1.0  

p Emerging Markets 0.0  +0.0 0.0  3.0  +0.5 +0.5 3.5  6.0  +1.0 +1.0 7.0  8.0  +1.0 +1.0 9.0  11.0  +1.0 +1.0 12.0  

Non-traditional 16.0  +0.0 16.0  20.0  +0.0 20.0  20.0  +0.0 20.0  16.0  +0.0 16.0  5.0  +0.0 5.0  

Hedge Funds 16.0  +0.0 16.0  20.0  +0.0 20.0  20.0  +0.0 20.0  16.0  +0.0 16.0  5.0  +0.0 5.0  

Private Equity 0.0  +0.0 0.0  0.0  +0.0 0.0  0.0  +0.0 0.0  0.0  +0.0 0.0  0.0  +0.0 0.0  

Private Real Estate 0.0  +0.0 0.0  0.0  +0.0 0.0  0.0  +0.0 0.0  0.0  +0.0 0.0  0.0  +0.0 0.0  

CIO GWM tactical deviation legend: Overweight Underweight Neutral. Change legend: p Upgrade q Downgrade for moderate risk profile  
1 Change is the difference in the tactical deviation column since our previous report.
2 The current allocation column is the sum of the strategic asset allocation and the tactical deviation columns.
3 EM FI is a blend of 50% local currency, 50% hard currency.
Source: UBS and WMA AAC, 18 April 2019. See the Performance Measurement and Appendix sections of the UBS House View Investment Strategy Guide for 
performance measurement details and information regarding  sources of strategic asset allocations and their suitability, investor risk profiles, and the 
interpretation of the suggested tactical deviations from the strategic asset allocations.
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Non-taxable investor 
without non-traditional assets

DETAILED ASSET ALLOCATION

Investor 
risk profile

Conservative Moderately 
conservative

Moderate Moderately  
aggressive

Aggressive
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Cash 5.0  –1.0 4.0  5.0  –1.5 3.5  5.0  –2.0 3.0  5.0  –2.0 3.0  5.0  –2.0 3.0  

q Fixed Income 79.0  +0.0 –0.5 79.0  63.0  +0.0 –1.0 63.0  46.0  +0.0 –1.0 46.0  27.0  +0.0 –1.0 27.0  10.0  +0.0 –1.0 10.0  

q US Fixed Income 74.0  –1.0 –0.5 73.0  58.0  –1.5 –1.0 56.5  42.0  –2.0 –1.0 40.0  24.0  –2.0 –1.0 22.0  10.0  –2.0 –1.0 8.0  

q US Gov‘t FI 35.0  –2.0 –0.5 33.0  25.0  –3.0 –1.0 22.0  16.0  –4.0 –1.0 12.0  7.0  –4.0 –1.0 3.0  5.0  –4.0 –1.0 1.0  

US Treasuries (long) 0.0  +1.0 1.0  0.0  +1.5 1.5  0.0  +2.0 2.0  0.0  +2.0 2.0  0.0  +2.0 2.0  

US Municipal FI 0.0  +0.0 0.0  0.0  +0.0 0.0  0.0  +0.0 0.0  0.0  +0.0 0.0  0.0  +0.0 0.0  

US IG Corp FI 34.0  +0.0 34.0  28.0  +0.0 28.0  21.0  +0.0 21.0  12.0  +0.0 12.0  5.0  +0.0 5.0  

US HY Corp FI 5.0  +0.0 5.0  5.0  +0.0 5.0  5.0  +0.0 5.0  5.0  +0.0 5.0  0.0  +0.0 0.0  

Int‘l Fixed Income 5.0  +1.0 6.0  5.0  +1.5 6.5  4.0  +2.0 6.0  3.0  +2.0 5.0  0.0  +2.0 2.0  

Int‘l Developed FI 0.0  +0.0 0.0  0.0  +0.0 0.0  0.0  +0.0 0.0  0.0  +0.0 0.0  0.0  +0.0 0.0  

EM FI3 5.0  +0.0 5.0  5.0  +0.0 5.0  4.0  +0.0 4.0  3.0  +0.0 3.0  0.0  +0.0 0.0  

EM FI - Hard Currency 0.0  +1.0 1.0  0.0  +1.5 1.5  0.0  +2.0 2.0  0.0  +2.0 2.0  0.0  +2.0 2.0  

p Equity 16.0  +1.0 +0.5 17.0  32.0  +1.5 +1.0 33.5  49.0  +2.0 +1.0 51.0  68.0  +2.0 +1.0 70.0  85.0  +2.0 +1.0 87.0  

q US Equity 10.0  +0.0 –0.5 10.0  18.0  +0.0 –0.5 18.0  26.0  +0.0 –1.0 26.0  35.0  +0.0 –1.0 35.0  45.0  +0.0 –1.0 45.0  

q US All cap 0.0  +0.0 –0.5 0.0  0.0  +0.0 –0.5 0.0  0.0  +0.0 –1.0 0.0  0.0  +0.0 –1.0 0.0  0.0  +0.0 –1.0 0.0  

US Large cap Growth 3.5  +0.0 3.5  6.5  +0.0 6.5  9.0  +0.0 9.0  12.0  +0.0 12.0  16.0  +0.0 16.0  

US Large cap Value 3.5  +0.0 3.5  6.5  +0.0 6.5  9.0  +0.0 9.0  12.0  +0.0 12.0  16.0  +0.0 16.0  

US Mid cap 2.0  +0.0 2.0  3.0  +0.0 3.0  5.0  +0.0 5.0  7.0  +0.0 7.0  8.0  +0.0 8.0  

US Small cap 1.0  +0.0 1.0  2.0  +0.0 2.0  3.0  +0.0 3.0  4.0  +0.0 4.0  5.0  +0.0 5.0  

p International Equity 6.0  +1.0 +1.0 7.0  14.0  +1.5 +1.5 15.5  23.0  +2.0 +2.0 25.0  33.0  +2.0 +2.0 35.0  40.0  +2.0 +2.0 42.0  

Int‘l Developed Markets 6.0  +0.0 6.0  10.0  +0.0 10.0  17.0  +0.0 17.0  24.0  +0.0 24.0  29.0  +0.0 29.0  

p Japan 0.0  +1.0 +1.0 1.0  0.0  +1.0 +1.0 1.0  0.0  +1.0 +1.0 1.0  0.0  +1.0 +1.0 1.0  0.0  +1.0 +1.0 1.0  

p Emerging Markets 0.0  +0.0 0.0  4.0  +0.5 +0.5 4.5  6.0  +1.0 +1.0 7.0  9.0  +1.0 +1.0 10.0  11.0  +1.0 +1.0 12.0  

CIO GWM tactical deviation legend: Overweight Underweight Neutral. Change legend: p Upgrade q Downgrade for moderate risk profile  
1 Change is the difference in the tactical deviation column since our previous report.
2 The current allocation column is the sum of the strategic asset allocation and the tactical deviation columns.
3 EM FI is a blend of 50% local currency, 50% hard currency.
Source: UBS and WMA AAC, 18 April 2019. See the Performance Measurement and Appendix sections of the UBS House View Investment Strategy Guide for 
performance measurement details and information regarding  sources of strategic asset allocations and their suitability, investor risk profiles, and the 
interpretation of the suggested tactical deviations from the strategic asset allocations.
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Non-taxable investor
yield-focused 

DETAILED ASSET ALLOCATION

Investor 
risk profile

Conservative Moderately 
conservative

Moderate Moderately  
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Cash 3.0  –1.0 2.0  3.0  –1.0 2.0  3.0  –1.0 2.0  3.0  –1.0 2.0  3.0  –1.0 2.0  

q Fixed Income 65.0  +0.0 –0.5 65.0  56.0  –0.5 –1.0 55.5  43.0  –1.0 –1.0 42.0  30.0  –1.0 –1.0 29.0  12.0  –1.0 –1.0 11.0  

q US Fixed Income 60.0  –1.0 –0.5 59.0  46.0  –2.0 –1.0 44.0  32.0  –3.0 –1.0 29.0  22.0  –3.0 –1.0 19.0  10.0  –3.0 –1.0 7.0  

q US Gov‘t FI 30.0  –2.0 –0.5 28.0  16.0  –3.5 –1.0 12.5  10.0  –5.0 –1.0 5.0  5.0  –5.0 –1.0 0.0  5.0  –5.0 –1.0 0.0  

US Treasuries (long) 0.0  +1.0 1.0  0.0  +1.5 1.5  0.0  +2.0 2.0  0.0  +2.0 2.0  0.0  +2.0 2.0  

US Municipal FI 0.0  +0.0 0.0  0.0  +0.0 0.0  0.0  +0.0 0.0  0.0  +0.0 0.0  0.0  +0.0 0.0  

US IG Corp FI 18.0  +0.0 18.0  16.0  +0.0 16.0  6.0  +0.0 6.0  2.0  +0.0 2.0  0.0  +0.0 0.0  

US HY Corp FI 12.0  +0.0 12.0  14.0  +0.0 14.0  16.0  +0.0 16.0  15.0  +0.0 15.0  5.0  +0.0 5.0  

Int‘l Fixed Income 5.0  +1.0 6.0  10.0  +1.5 11.5  11.0  +2.0 13.0  8.0  +2.0 10.0  2.0  +2.0 4.0  

EM FI - Local Currency 2.0  +0.0 2.0  5.0  +0.0 5.0  6.0  +0.0 6.0  6.0  +0.0 6.0  2.0  +0.0 2.0  

EM FI - Hard Currency 3.0  +1.0 4.0  5.0  +1.5 6.5  5.0  +2.0 7.0  2.0  +2.0 4.0  0.0  +2.0 2.0  

p Equity 12.0  +1.0 +0.5 13.0  21.0  +1.5 +1.0 22.5  34.0  +2.0 +1.0 36.0  47.0  +2.0 +1.0 49.0  62.0  +2.0 +1.0 64.0  

q US Equity 6.0  +0.0 –0.5 6.0  10.0  +0.0 –0.5 10.0  15.0  +0.0 –1.0 15.0  19.0  +0.0 –1.0 19.0  24.0  +0.0 –1.0 24.0  

q US All cap 0.0  +0.0 –0.5 0.0  0.0  +0.0 –0.5 0.0  0.0  +0.0 –1.0 0.0  0.0  +0.0 –1.0 0.0  0.0  +0.0 –1.0 0.0  

US Large cap Growth 2.0  +0.0 2.0  3.0  +0.0 3.0  4.0  +0.0 4.0  5.0  +0.0 5.0  6.0  +0.0 6.0  

US Large cap Value 4.0  +0.0 4.0  7.0  +0.0 7.0  11.0  +0.0 11.0  14.0  +0.0 14.0  18.0  +0.0 18.0  

p International Equity 6.0  +1.0 +1.0 7.0  11.0  +1.5 +1.5 12.5  19.0  +2.0 +2.0 21.0  28.0  +2.0 +2.0 30.0  38.0  +2.0 +2.0 40.0  

Int‘l Developed Value 6.0  +0.0 6.0  11.0  +0.0 11.0  16.0  +0.0 16.0  22.0  +0.0 22.0  29.0  +0.0 29.0  

p Japan 0.0  +1.0 +1.0 1.0  0.0  +1.0 +1.0 1.0  0.0  +1.0 +1.0 1.0  0.0  +1.0 +1.0 1.0  0.0  +1.0 +1.0 1.0  

p Emerging Markets 0.0  +0.0 0.0  0.0  +0.5 +0.5 0.5  3.0  +1.0 +1.0 4.0  6.0  +1.0 +1.0 7.0  9.0  +1.0 +1.0 10.0  

Yield Assets 20.0  +0.0 20.0  20.0  +0.0 20.0  20.0  +0.0 20.0  20.0  +0.0 20.0  23.0  +0.0 23.0  

Senior Loans 6.0  +0.0 6.0  4.0  +0.0 4.0  2.0  +0.0 2.0  0.0  +0.0 0.0  0.0  +0.0 0.0  

Preferreds 10.0  +0.0 10.0  7.0  +0.0 7.0  6.0  +0.0 6.0  4.0  +0.0 4.0  2.0  +0.0 2.0  

MLPs 4.0  +0.0 4.0  7.0  +0.0 7.0  10.0  +0.0 10.0  13.0  +0.0 13.0  16.0  +0.0 16.0  

US Real Estate 0.0  +0.0 0.0  2.0  +0.0 2.0  2.0  +0.0 2.0  3.0  +0.0 3.0  5.0  +0.0 5.0  

CIO GWM tactical deviation legend: Overweight Underweight Neutral. Change legend: p Upgrade q Downgrade for moderate risk profile  
1 Change is the difference in the tactical deviation column since our previous report.
2 The current allocation column is the sum of the strategic asset allocation and the tactical deviation columns.
Source: UBS and WMA AAC, 18 April 2019. See the Performance Measurement and Appendix sections of the UBS House View Investment Strategy Guide for 
performance measurement details and information regarding  sources of strategic asset allocations and their suitability, investor risk profiles, and the 
interpretation of the suggested tactical deviations from the strategic asset allocations.
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Non-taxable investor 
sustainable investment

DETAILED ASSET ALLOCATION

Investor 
risk profile

Conservative Moderately 
conservative

Moderate Moderately  
aggressive
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q Cash 5.0  –1.0 –0.5 4.0  5.0  –1.5 –0.5 3.5  5.0  –2.0 –1.0 3.0  5.0  –2.0 –1.0 3.0  5.0  –2.0 –1.0 3.0  

Fixed Income 79.0  +0.0 79.0  57.0  +0.0 57.0  41.0  +0.0 41.0  22.0  +0.0 22.0  10.0  +0.0 10.0  

MDB Bonds 40.0  +0.0 40.0  21.0  +0.0 21.0  13.0  +0.0 13.0  8.0  +0.0 8.0  5.0  +0.0 5.0  

Sustainable munis 0.0  +0.0 0.0  0.0  +0.0 0.0  0.0  +0.0 0.0  0.0  +0.0 0.0  0.0  +0.0 0.0  

p Green bonds 14.0  +1.5 +1.5 15.5  13.0  +2.5 +2.5 15.5  10.0  +3.0 +3.0 13.0  6.0  +3.0 +3.0 9.0  0.0  +3.0 +3.0 3.0  

q ESG corporate bonds 25.0  –1.5 –1.5 23.5  23.0  –2.5 –2.5 20.5  18.0  –3.0 –3.0 15.0  8.0  –3.0 –3.0 5.0  5.0  –3.0 –3.0 2.0  

p Equity 16.0  +1.0 +0.5 17.0  38.0  +1.5 +0.5 39.5  54.0  +2.0 +1.0 56.0  73.0  +2.0 +1.0 75.0  85.0  +2.0 +1.0 87.0  

ESG thematic equities 6.0  +0.0 6.0  12.0  +0.0 12.0  18.0  +0.0 18.0  23.0  +0.0 23.0  24.0  +0.0 24.0  

q ESG leaders equities (US) 5.0  +0.0 –0.5 5.0  8.0  +0.0 –1.0 8.0  11.0  +0.0 –1.0 11.0  15.0  +0.0 –1.0 15.0  19.0  +0.0 –1.0 19.0  

p ESG leaders equities (ex-US) 5.0  +1.0 +1.0 6.0  6.0  +1.5 +1.5 7.5  9.0  +2.0 +2.0 11.0  14.0  +2.0 +2.0 16.0  17.0  +2.0 +2.0 19.0  

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

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

CIO GWM tactical deviation legend: Overweight Underweight Neutral. Change legend: p Upgrade q Downgrade for moderate risk profile  
1 Change is the difference in the tactical deviation column since our previous report.
2 The current allocation column is the sum of the strategic asset allocation and the tactical deviation columns.
Source: UBS and WMA AAC, 18 April 2019. See the Performance Measurement and Appendix sections of the UBS House View Investment Strategy Guide for 
performance measurement details and information regarding  sources of strategic asset allocations and their suitability, investor risk profiles, and the 
interpretation of the suggested tactical deviations from the strategic asset allocations.

For more information on the sustainable investment asset allocation tables, read the CIO publication: Sustainable Investing Portfolios: Investing for returns 
and for good, or the Wealth Management US Asset Allocation Committee report: Introducing the House View Sustainable Investing Strategic Asset Allocations.
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DETAILED ASSET ALLOCATION

All equity and all fixed income models 

Publication note 
The All Equity and All Fixed Income port-
folios complement our balanced portfolios 
and offer more granular implementation of 
our House View. While we generally do not 
recommend that investors hold portfolios 
consisting of only stocks or only bonds, the 
All Equity and All Fixed Income portfolios 
can be used by investors who want to com-
plement their existing holdings.

In the All Equity portfolio, tactical tilts will 
be based on the corresponding tilts to the 
Equity asset classes in our balanced portfo-
lio (moderate risk profile, taxable without 
alternative investments). The amount of 
cash in the All Equity portfolio will vary 
one-for-one with the overall overweight/
underweight on equities in the balanced 
portfolio, subject to a 3% maximum tilt 
from the 5% cash allocation. This allows us 
to use the cash allocation to express a tac-
tical preference between stocks and fixed 
income. A special feature of the All Equity 
portfolio is that it includes “carveouts”: 3% 
allocations to our preferred sectors within 
US large-caps as well as our preferred coun-
tries within both international developed 
markets and the emerging markets. A maxi-
mum of two sectors/countries of each type 
may be selected for carve-outs. 

The All Fixed Income portfolios include 
both taxable and non-taxable versions. In 
addition to the fixed income asset classes 
in the balanced portfolios, the non-taxable 
version incorporates an additional alloca-
tion to Mortgage Backed Securities. Tactical 
tilts will be based on the corresponding 
tilts to the Fixed Income asset classes in 
our balanced portfolios (moderate risk 
profile without alternative investments, tax-
able or non-taxable respectively), but only 
when there is a preference between the 
fixed income asset classes. For example, an 
overweight on high yield corporate bonds 
offset by an underweight on government 
bonds in the balanced portfolio would be 
applied to the All Fixed Income portfolios. 
However, an overweight on US equities ver-
sus US government bonds in the balanced 
portfolio would not be reflected in the All 
Fixed Income portfolios. Further, the tilts in 
the All Fixed Income portfolios will typically 
be scaled up to twice the size of the tilts in 
the balanced portfolio.

CIO GWM tactical deviation legend: Overweight Underweight Neutral. Change legend: p Upgrade q 
Downgrade for moderate risk profile  
1 Change is the difference in the tactical deviation column since our previous report.
2 The current allocation column is the sum of the strategic asset allocation and the tactical deviation columns.
3 EM FI is a blend of 50% local currency, 50% hard currency.
Source: UBS and WMA AAC, 18 April 2019. See the Performance Measurement and Appendix sections of the 
UBS House View Investment Strategy Guide for performance measurement details and information regarding  
sources of strategic asset allocations and their suitability, investor risk profiles, and the interpretation of the 
suggested tactical deviations from the strategic asset allocations.

All equity All fixed income, 
taxable

All fixed income,  
non-taxable
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Cash 5.0  –2.0 –1.0 3.0  5.0  –3.0 2.0  5.0  –3.0 2.0  

Fixed Income 0.0  +0.0 0.0  95.0  +3.0 98.0  95.0  +3.0 98.0  

US Fixed Income 0.0  +0.0 0.0  92.5  –1.0 91.5  89.0  –1.0 88.0  

US Gov‘t FI 0.0  +0.0 0.0  19.0  –5.0 14.0  33.0  –5.0 28.0  

US MBS 0.0  +0.0 0.0  0.0  +0.0 0.0  9.0  +0.0 9.0  

US Treasuries (long) 0.0  +0.0 0.0  0.0  +4.0 4.0  0.0  +4.0 4.0  

US Municipal FI 0.0  +0.0 0.0  71.0  +0.0 71.0  0.0  +0.0 0.0  

US IG Corp FI 0.0  +0.0 0.0  0.0  +0.0 0.0  41.0  +0.0 41.0  

US HY Corp FI 0.0  +0.0 0.0  2.5  +0.0 2.5  6.0  +0.0 6.0  

Int‘l Fixed Income 0.0  +0.0 0.0  2.5  +4.0 6.5  6.0  +4.0 10.0  

Int‘l Developed FI 0.0  +0.0 0.0  0.0  +0.0 0.0  0.0  +0.0 0.0  

EM FI3 0.0  +0.0 0.0  2.5  +0.0 2.5  6.0  +0.0 6.0  

EM FI - Hard Currency 0.0  +0.0 0.0  0.0  +4.0 4.0  0.0  +4.0 4.0  

Equity 95.0  +2.0 +1.0 97.0  0.0  +0.0 0.0  0.0  +0.0 0.0  

US Equity 53.0  +0.0 –1.0 53.0  0.0  +0.0 0.0  0.0  +0.0 0.0  

US All cap 0.0  +0.0 –1.0 0.0  0.0  +0.0 0.0  0.0  +0.0 0.0  

US Large cap Growth 7.0  +0.0 7.0  0.0  +0.0 0.0  0.0  +0.0 0.0  

US Large cap Value 7.0  +0.0 7.0  0.0  +0.0 0.0  0.0  +0.0 0.0  

US Large-cap total market 23.0  +0.0 23.0  0.0  +0.0 0.0  0.0  +0.0 0.0  

US Mid cap 10.0  +0.0 10.0  0.0  +0.0 0.0  0.0  +0.0 0.0  

US Small cap 6.0  +0.0 6.0  0.0  +0.0 0.0  0.0  +0.0 0.0  

International Equity 42.0  +2.0 +2.0 44.0  0.0  +0.0 0.0  0.0  +0.0 0.0  

Int‘l Developed Markets 30.0  –2.0 –2.0 28.0  0.0  +0.0 0.0  0.0  +0.0 0.0  

Japan 0.0  +3.0 +3.0 3.0  0.0  +0.0 0.0  0.0  +0.0 0.0  

Emerging Markets 12.0  –2.0 +1.0 10.0  0.0  +0.0 0.0  0.0  +0.0 0.0  

China 0.0  +3.0 3.0  0.0  +0.0 0.0  0.0  +0.0 0.0  



38   UBS House View   May 2019

DETAILED ASSET ALLOCATION

All equity and all income, yield-focused 

Publication note 
The All Equity and All Income portfolios 
complement our balanced portfolios and 
offer more granular implementation of our 
House View yield-focused portfolios. While 
we generally do not recommend that in-
vestors hold portfolios consisting of only 
stocks or only bonds, the All Equity and 
All Income portfolios can be used by inves-
tors who want to complement their existing 
holdings.

In the All Equity portfolio, tactical tilts will 
be based on the corresponding tilts to 
the Equity asset classes in our balanced 
portfolio (moderate risk profile, taxable 
yield-focused). The amount of cash in the 
All Equity portfolio will vary one-for-one 
with the overall overweight/underweight 
on equities in the balanced portfolio, sub-
ject to a 1% maximum tilt from the 3% 
cash allocation. This allows us to use the 
cash allocation to express a tactical prefer-
ence between stocks and fixed income. A 
special feature of the All Equity portfolio 
is that it includes “carveouts”: 3% alloca-
tions to our preferred sectors within US 
large-caps as well as our preferred coun-
tries within both international developed 
markets and the emerging markets. A maxi-
mum of two sectors/countries of each type 
may be selected for carve-outs. 

The All Income portfolios include both tax-
able and non-taxable versions. In addition 
to the fixed income asset classes in the bal-
anced portfolios, the non-taxable version 
incorporates an additional allocation to 
Mortgage Backed Securities. Tactical tilts 
will be based on the corresponding tilts 
to the Fixed Income asset classes in our 
balanced portfolios (moderate risk pro-
file yield-focused, taxable or non-taxable 
respectively), but only when there is a 
preference between the fixed income as-
set classes. For example, an overweight 
on high yield corporate bonds offset by 
an underweight on government bonds in 
the balanced portfolio would be applied 
to the All Income portfolios. However, an 
overweight on US equities versus US gov-
ernment bonds in the balanced portfolio 
would not be reflected in the All Income 
portfolios. Further, the tilts in the All In-
come portfolios will typically be scaled up 
to twice the size of the tilts in the balanced 
portfolio.

CIO GWM tactical deviation legend: Overweight Underweight Neutral. Change legend: p Upgrade q 
Downgrade for moderate risk profile  
1 Change is the difference in the tactical deviation column since our previous report.
2 The current allocation column is the sum of the strategic asset allocation and the tactical deviation columns.
Source: UBS and WMA AAC, 18 April 2019. See the Performance Measurement and Appendix sections of the 
UBS House View Investment Strategy Guide for performance measurement details and information regarding  
sources of strategic asset allocations and their suitability, investor risk profiles, and the interpretation of the 
suggested tactical deviations from the strategic asset allocations.

All equity All income, taxable All income,  
non-taxable
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Cash 3.0  –1.0 2.0  3.0  –1.0 2.0  3.0  –1.0 2.0  

Fixed Income 0.0  +0.0 0.0  77.0  +1.0 78.0  77.0  +1.0 78.0  

US Fixed Income 0.0  +0.0 0.0  58.0  –3.0 55.0  58.0  –3.0 55.0  

US Gov‘t FI 0.0  +0.0 0.0  13.0  –7.0 6.0  18.0  –7.0 11.0  

US MBS 0.0  +0.0 0.0  0.0  +0.0 0.0  5.0  +0.0 5.0  

US Treasuries (long) 0.0  +0.0 0.0  0.0  +4.0 4.0  0.0  +4.0 4.0  

US Municipal FI 0.0  +0.0 0.0  30.0  +0.0 30.0  0.0  +0.0 0.0  

US IG Corp FI 0.0  +0.0 0.0  0.0  +0.0 0.0  20.0  +0.0 20.0  

US HY Corp FI 0.0  +0.0 0.0  15.0  +0.0 15.0  15.0  +0.0 15.0  

Int‘l Fixed Income 0.0  +0.0 0.0  19.0  +4.0 23.0  19.0  +4.0 23.0  

EM FI - Local Currency 0.0  +0.0 0.0  10.0  +0.0 10.0  11.0  +0.0 11.0  

EM FI - Hard Currency 0.0  +0.0 0.0  9.0  +4.0 13.0  8.0  +4.0 12.0  

Equity 77.0  +1.0 78.0  0.0  +0.0 0.0  0.0  +0.0 0.0  

US Equity 39.0  +0.0 –1.0 39.0  0.0  +0.0 0.0  0.0  +0.0 0.0  

US All cap 0.0  +0.0 –1.0 0.0  0.0  +0.0 0.0  0.0  +0.0 0.0  

US Large cap Growth 7.0  +0.0 7.0  0.0  +0.0 0.0  0.0  +0.0 0.0  

US Large cap Value 32.0  +0.0 32.0  0.0  +0.0 0.0  0.0  +0.0 0.0  

US Large-cap total market 0.0  +0.0 0.0  0.0  +0.0 0.0  0.0  +0.0 0.0  

International Equity 38.0  +1.0 +1.0 39.0  0.0  +0.0 0.0  0.0  +0.0 0.0  

Int‘l Developed Value 28.0  –3.0 –3.0 25.0  0.0  +0.0 0.0  0.0  +0.0 0.0  

Japan 0.0  +3.0 +3.0 3.0  0.0  +0.0 0.0  0.0  +0.0 0.0  

Emerging Markets 10.0  –2.0 +1.0 8.0  0.0  +0.0 0.0  0.0  +0.0 0.0  

China 0.0  +3.0 3.0  0.0  +0.0 0.0  0.0  +0.0 0.0  

Yield Assets 20.0  +0.0 20.0  20.0  +0.0 20.0  20.0  +0.0 20.0  

Senior Loans 0.0  +0.0 0.0  15.0  +0.0 15.0  15.0  +0.0 15.0  

Preferreds 0.0  +0.0 0.0  5.0  +0.0 5.0  5.0  +0.0 5.0  

MLPs 16.0  +0.0 16.0  0.0  +0.0 0.0  0.0  +0.0 0.0  

US Real Estate 4.0  +0.0 4.0  0.0  +0.0 0.0  0.0  +0.0 0.0  
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All equity and all income, sustainable investing 

DETAILED ASSET ALLOCATION

Publication note 
The All Equity and All Fixed Income port-
folios complement our balanced portfolios 
and offer more granular implementation of 
our House View. While we generally do not 
recommend that investors hold portfolios 
consisting of only stocks or only bonds, the 
All Equity and All Fixed Income portfolios 
can be used by investors who want to com-
plement their existing holdings.

In the All Equity portfolio, tactical tilts will 
be based on the corresponding tilts to the 
Equity asset classes in our balanced portfo-
lio (moderate risk profile, taxable without 
alternative investments). The amount of 
cash in the All Equity portfolio will vary 
one-for-one with the overall overweight/
underweight on equities in the balanced 
portfolio, subject to a 3% maximum tilt 
from the 5% cash allocation. This allows 
us to use the cash allocation to express a 
tactical preference between stocks and 
fixed income. 

The All Fixed Income portfolios include both 
taxable and non-taxable versions. Tactical 
tilts will be based on the corresponding 
tilts to the Fixed Income asset classes in 
our balanced portfolios (moderate risk 
profile without alternative investments, tax-
able or non-taxable respectively), but only 
when there is a preference between the 
fixed income asset classes. For example, an 
overweight on high yield corporate bonds 
offset by an underweight on government 
bonds in the balanced portfolio would be 
applied to the All Fixed Income portfolios. 
However, an overweight on US equities ver-
sus US government bonds in the balanced 
portfolio would not be reflected in the All 
Fixed Income portfolios. Further, the tilts in 
the All Fixed Income portfolios will typically 
be scaled up to twice the size of the tilts in 
the balanced portfolio.

All equity All fixed income, 
taxable

All income,  
non-taxable

All figures in %
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Cash 5.0  –2.0 –1.0 3.0  5.0  +0.0 5.0  5.0  +0.0 5.0  

Fixed Income 0.0  +0.0 0.0  95.0  +0.0 95.0  95.0  +0.0 95.0  

MDB Bonds 0.0  +0.0 0.0  30.0  +0.0 30.0  25.0  +0.0 25.0  

Sustainable munis 0.0  +0.0 0.0  0.0  +0.0 0.0  45.0  +0.0 45.0  

Green bonds 0.0  +0.0 0.0  25.0  +3.0 +3.0 28.0  10.0  +3.0 +3.0 13.0  

ESG corporate bonds 0.0  +0.0 0.0  40.0  –3.0 –3.0 37.0  15.0  –3.0 –3.0 12.0  

Equity 95.0  +2.0 +1.0 97.0  0.0  +0.0 0.0  0.0  +0.0 0.0  

ESG thematic equities 28.0  +0.0 28.0  0.0  +0.0 0.0  0.0  +0.0 0.0  

ESG leaders equities (US) 20.0  +0.0 –1.0 20.0  0.0  +0.0 0.0  0.0  +0.0 0.0  

ESG leaders equities (ex-US) 18.0  +2.0 +2.0 20.0  0.0  +0.0 0.0  0.0  +0.0 0.0  

ESG improvers equities 9.0  +0.0 9.0  0.0  +0.0 0.0  0.0  +0.0 0.0  

ESG engagement equities 20.0  +0.0 20.0  0.0  +0.0 0.0  0.0  +0.0 0.0  

CIO GWM tactical deviation legend: Overweight Underweight Neutral. Change legend: p Upgrade q 
Downgrade for moderate risk profile  
1 Change is the difference in the tactical deviation column since our previous report.
2 The current allocation column is the sum of the strategic asset allocation and the tactical deviation columns.
Source: UBS and WMA AAC, 18 April 2019. See the Performance Measurement and Appendix sections of the 
UBS House View Investment Strategy Guide for performance measurement details and information regarding  
sources of strategic asset allocations and their suitability, investor risk profiles, and the interpretation of the 
suggested tactical deviations from the strategic asset allocations.

For more information on the sustainable investment asset allocation tables, read the CIO publication: 
Sustainable Investing Portfolios: Investing for returns and for good, or the Wealth Management US Asset 
Allocation Committee report: Introducing the House View Sustainable Investing Strategic Asset Allocations.
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DETAILED ASSET ALLOCATION

Taxable ultra-high net worth investor 
with non-traditional assets

Investor 
risk profile

Conservative Moderately 
conservative

Moderate Moderately  
aggressive

Aggressive
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Cash 3.0  –1.0 2.0  3.0  –1.5 1.5  3.0  –2.0 1.0  3.0  –2.0 1.0  3.0  –2.0 1.0  

q Fixed Income 56.0  +0.0 –0.5 56.0  47.0  +0.0 –1.0 47.0  30.0  +0.0 –1.0 30.0  19.0  +0.0 –1.0 19.0  5.0  +0.0 –1.0 5.0  

q US Fixed Income 54.0  –1.0 –0.5 53.0  45.0  –1.5 –1.0 43.5  28.0  –2.0 –1.0 26.0  17.0  –2.0 –1.0 15.0  5.0  –2.0 –1.0 3.0  

US Gov‘t FI 2.0  –2.0 –0.5 0.0  2.0  –2.0 0.0  2.0  –2.0 0.0  2.0  –2.0 0.0  0.0  +0.0 0.0  

US Treasuries (long) 0.0  +1.0 1.0  0.0  +1.5 1.5  0.0  +2.0 2.0  0.0  +2.0 2.0  0.0  +2.0 2.0  

q US Municipal FI 48.0  +0.0 48.0  39.0  –1.0 –1.0 38.0  24.0  –2.0 –1.0 22.0  13.0  –2.0 –1.0 11.0  5.0  –4.0 –1.0 1.0  

US IG Corp FI 4.0  +0.0 4.0  2.0  +0.0 2.0  0.0  +0.0 0.0  0.0  +0.0 0.0  0.0  +0.0 0.0  

US HY Corp FI 0.0  +0.0 0.0  2.0  +0.0 2.0  2.0  +0.0 2.0  2.0  +0.0 2.0  0.0  +0.0 0.0  

Int‘l Fixed Income 2.0  +1.0 3.0  2.0  +1.5 3.5  2.0  +2.0 4.0  2.0  +2.0 4.0  0.0  +2.0 2.0  

Int‘l Developed FI 0.0  +0.0 0.0  0.0  +0.0 0.0  0.0  +0.0 0.0  0.0  +0.0 0.0  0.0  +0.0 0.0  

EM FI3 2.0  +0.0 2.0  2.0  +0.0 2.0  2.0  +0.0 2.0  2.0  +0.0 2.0  0.0  +0.0 0.0  

EM FI - Hard Currency 0.0  +1.0 1.0  0.0  +1.5 1.5  0.0  +2.0 2.0  0.0  +2.0 2.0  0.0  +2.0 2.0  

p Equity 16.0  +1.0 +0.5 17.0  25.0  +1.5 +1.0 26.5  37.0  +2.0 +1.0 39.0  48.0  +2.0 +1.0 50.0  62.0  +2.0 +1.0 64.0  

q US Equity 10.0  +0.0 –0.5 10.0  14.0  +0.0 –0.5 14.0  20.0  +0.0 –1.0 20.0  27.0  +0.0 –1.0 27.0  35.0  +0.0 –1.0 35.0  

q US All cap 0.0  +0.0 –0.5 0.0  0.0  +0.0 –0.5 0.0  0.0  +0.0 –1.0 0.0  0.0  +0.0 –1.0 0.0  0.0  +0.0 –1.0 0.0  

US Large cap Growth 3.5  +0.0 3.5  5.0  +0.0 5.0  7.0  +0.0 7.0  9.5  +0.0 9.5  12.0  +0.0 12.0  

US Large cap Value 3.5  +0.0 3.5  5.0  +0.0 5.0  7.0  +0.0 7.0  9.5  +0.0 9.5  12.0  +0.0 12.0  

US Mid cap 2.0  +0.0 2.0  2.0  +0.0 2.0  4.0  +0.0 4.0  5.0  +0.0 5.0  7.0  +0.0 7.0  

US Small cap 1.0  +0.0 1.0  2.0  +0.0 2.0  2.0  +0.0 2.0  3.0  +0.0 3.0  4.0  +0.0 4.0  

p International Equity 6.0  +1.0 +1.0 7.0  11.0  +1.5 +1.5 12.5  17.0  +2.0 +2.0 19.0  21.0  +2.0 +2.0 23.0  27.0  +2.0 +2.0 29.0  

Int‘l Developed Markets 6.0  +0.0 6.0  8.0  +0.0 8.0  12.0  +0.0 12.0  15.0  +0.0 15.0  19.0  +0.0 19.0  

p Japan 0.0  +1.0 +1.0 1.0  0.0  +1.0 +1.0 1.0  0.0  +1.0 +1.0 1.0  0.0  +1.0 +1.0 1.0  0.0  +1.0 +1.0 1.0  

p Emerging Markets 0.0  +0.0 0.0  3.0  +0.5 +0.5 3.5  5.0  +1.0 +1.0 6.0  6.0  +1.0 +1.0 7.0  8.0  +1.0 +1.0 9.0  

Non-traditional 25.0  +0.0 25.0  25.0  +0.0 25.0  30.0  +0.0 30.0  30.0  +0.0 30.0  30.0  +0.0 30.0  

Hedge Funds 10.0  +0.0 10.0  10.0  +0.0 10.0  10.0  +0.0 10.0  5.0  +0.0 5.0  0.0  +0.0 0.0  

Private Equity 10.0  +0.0 10.0  10.0  +0.0 10.0  15.0  +0.0 15.0  20.0  +0.0 20.0  25.0  +0.0 25.0  

Private Real Estate 5.0  +0.0 5.0  5.0  +0.0 5.0  5.0  +0.0 5.0  5.0  +0.0 5.0  5.0  +0.0 5.0  

CIO GWM tactical deviation legend: Overweight Underweight Neutral. Change legend: p Upgrade q Downgrade for moderate risk profile  
1 Change is the difference in the tactical deviation column since our previous report.
2 The current allocation column is the sum of the strategic asset allocation and the tactical deviation columns.
3 EM FI is a blend of 50% local currency, 50% hard currency.
Source: UBS and WMA AAC, 18 April 2019. See the Performance Measurement and Appendix sections of the UBS House View Investment Strategy Guide for 
performance measurement details and information regarding  sources of strategic asset allocations and their suitability, investor risk profiles, and the 
interpretation of the suggested tactical deviations from the strategic asset allocations.
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DETAILED ASSET ALLOCATION

Taxable ultra-high net worth investor 
with non-traditional assets

Tax-exempt institutional investor 
with non-traditional assets

Investor 
risk profile

Conservative Moderately 
conservative

Moderate Moderately  
aggressive

Aggressive
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Cash 3.0  –1.0 2.0  3.0  –1.5 1.5  3.0  –2.0 1.0  3.0  –2.0 1.0  3.0  –2.0 1.0  

q Fixed Income 55.0  +0.0 –0.5 55.0  41.0  +0.0 –1.0 41.0  29.0  +0.0 –1.0 29.0  16.0  +0.0 –1.0 16.0  9.0  +0.0 –1.0 9.0  

q US Fixed Income 50.0  –1.0 –0.5 49.0  39.0  –1.5 –1.0 37.5  27.0  –2.0 –1.0 25.0  14.0  –2.0 –1.0 12.0  9.0  –2.0 –1.0 7.0  

q US Gov‘t FI 36.0  –2.0 –0.5 34.0  28.0  –3.0 –1.0 25.0  18.0  –4.0 –1.0 14.0  11.0  –4.0 –1.0 7.0  9.0  –4.0 –1.0 5.0  

US Treasuries (long) 0.0  +1.0 1.0  0.0  +1.5 1.5  0.0  +2.0 2.0  0.0  +2.0 2.0  0.0  +2.0 2.0  

US Municipal FI 0.0  +0.0 0.0  0.0  +0.0 0.0  0.0  +0.0 0.0  0.0  +0.0 0.0  0.0  +0.0 0.0  

US IG Corp FI 9.0  +0.0 9.0  7.0  +0.0 7.0  6.0  +0.0 6.0  0.0  +0.0 0.0  0.0  +0.0 0.0  

US HY Corp FI 5.0  +0.0 5.0  4.0  +0.0 4.0  3.0  +0.0 3.0  3.0  +0.0 3.0  0.0  +0.0 0.0  

Int‘l Fixed Income 5.0  +1.0 6.0  2.0  +1.5 3.5  2.0  +2.0 4.0  2.0  +2.0 4.0  0.0  +2.0 2.0  

Int‘l Developed FI 0.0  +0.0 0.0  0.0  +0.0 0.0  0.0  +0.0 0.0  0.0  +0.0 0.0  0.0  +0.0 0.0  

EM FI3 5.0  +0.0 5.0  2.0  +0.0 2.0  2.0  +0.0 2.0  2.0  +0.0 2.0  0.0  +0.0 0.0  

EM FI - Hard Currency 0.0  +1.0 1.0  0.0  +1.5 1.5  0.0  +2.0 2.0  0.0  +2.0 2.0  0.0  +2.0 2.0  

p Equity 12.0  +1.0 +0.5 13.0  26.0  +1.5 +1.0 27.5  38.0  +2.0 +1.0 40.0  51.0  +2.0 +1.0 53.0  58.0  +2.0 +1.0 60.0  

q US Equity 8.0  +0.0 –0.5 8.0  13.0  +0.0 –0.5 13.0  19.0  +0.0 –1.0 19.0  25.0  +0.0 –1.0 25.0  28.0  +0.0 –1.0 28.0  

q US All cap 0.0  +0.0 –0.5 0.0  0.0  +0.0 –0.5 0.0  0.0  +0.0 –1.0 0.0  0.0  +0.0 –1.0 0.0  0.0  +0.0 –1.0 0.0  

US Large cap Growth 3.0  +0.0 3.0  4.5  +0.0 4.5  6.5  +0.0 6.5  8.5  +0.0 8.5  9.5  +0.0 9.5  

US Large cap Value 3.0  +0.0 3.0  4.5  +0.0 4.5  6.5  +0.0 6.5  8.5  +0.0 8.5  9.5  +0.0 9.5  

US Mid cap 2.0  +0.0 2.0  3.0  +0.0 3.0  4.0  +0.0 4.0  5.0  +0.0 5.0  6.0  +0.0 6.0  

US Small cap 0.0  +0.0 0.0  1.0  +0.0 1.0  2.0  +0.0 2.0  3.0  +0.0 3.0  3.0  +0.0 3.0  

p International Equity 4.0  +1.0 +1.0 5.0  13.0  +1.5 +1.5 14.5  19.0  +2.0 +2.0 21.0  26.0  +2.0 +2.0 28.0  30.0  +2.0 +2.0 32.0  

Int‘l Developed Markets 4.0  +0.0 4.0  9.0  +0.0 9.0  13.0  +0.0 13.0  18.0  +0.0 18.0  21.0  +0.0 21.0  

p Japan 0.0  +1.0 +1.0 1.0  0.0  +1.0 +1.0 1.0  0.0  +1.0 +1.0 1.0  0.0  +1.0 +1.0 1.0  0.0  +1.0 +1.0 1.0  

p Emerging Markets 0.0  +0.0 0.0  4.0  +0.5 +0.5 4.5  6.0  +1.0 +1.0 7.0  8.0  +1.0 +1.0 9.0  9.0  +1.0 +1.0 10.0  

Non-traditional 30.0  +0.0 30.0  30.0  +0.0 30.0  30.0  +0.0 30.0  30.0  +0.0 30.0  30.0  +0.0 30.0  

Hedge Funds 13.0  +0.0 13.0  13.0  +0.0 13.0  13.0  +0.0 13.0  10.0  +0.0 10.0  0.0  +0.0 0.0  

Private Equity 10.0  +0.0 10.0  11.0  +0.0 11.0  12.0  +0.0 12.0  15.0  +0.0 15.0  25.0  +0.0 25.0  

Private Real Estate 7.0  +0.0 7.0  6.0  +0.0 6.0  5.0  +0.0 5.0  5.0  +0.0 5.0  5.0  +0.0 5.0  

CIO GWM tactical deviation legend: Overweight Underweight Neutral. Change legend: p Upgrade q Downgrade for moderate risk profile  
1 Change is the difference in the tactical deviation column since our previous report.
2 The current allocation column is the sum of the strategic asset allocation and the tactical deviation columns.
3 EM FI is a blend of 50% local currency, 50% hard currency.
Source: UBS and WMA AAC, 18 April 2019. See the Performance Measurement and Appendix sections of the UBS House View Investment Strategy Guide for 
performance measurement details and information regarding  sources of strategic asset allocations and their suitability, investor risk profiles, and the 
interpretation of the suggested tactical deviations from the strategic asset allocations.
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In order to create the analysis shown, the rates of return for 
each asset class are combined in the same proportion as the 
asset allocations illustrated (e.g., if the asset allocation indi-
cates 40% equities, then 40% of the results shown for the 
allocation will be based upon the estimated hypothetical re-
turn and standard deviation assumptions shown below).

You should understand that the analysis shown and assump-
tions used are hypothetical estimates provided for your general 
information. The results are not guarantees and pertain to the 
asset allocation and/or asset class in general, not the perfor-
mance of specific securities or investments. Your actual results 
may vary significantly from the results shown in this report, as 
can the performance of any individual security or investment.

Portfolio analytics
The portfolio analytics shown for each risk profile‘s bench-
mark allocations are based on estimated forward-looking 
return and standard deviation assumptions (capital market 
assumptions), which are based on UBS proprietary research. 
The development process includes a review of a variety of 
factors, including the return, risk, correlations and historical 
performance of various asset classes, inflation, and risk pre-
mium. These capital market assumptions do not assume any 
particular investment time horizon. Please note that these as-
sumptions are not guarantees and are subject to change. UBS 
has changed its risk and return assumptions in the past and 
may do so in the future. Neither UBS nor your Financial Advi-
sor is required to provide you with an updated analysis based 
upon changes to these or other underlying assumptions. 

Asset Class 
Capital Market 
Assumptions

Annual 
total 

return Annual risk

US Cash 3.0% 0.2%

US 
Government 
Fixed Income

3.1% 4.0%

US Municipal 
Fixed Income

2.6% 2.8%

US Corporate 
Investment-
Grade Fixed 
Income

3.9% 5.6%

US Corporate 
High-Yield 
Fixed Income

5.1% 9.1%

International 
Developed 
Markets Fixed 
Income

3.3% 8.1%

Emerging 
Markets Fixed 
Income

5.2% 9.1%

US Large-cap 
Equity

5.7% 15.8%

US Mid-cap 
Equity

6.1% 18.2%

US Small-cap 
Equity

6.3% 20.3%

International 
Developed 
Markets Equity

7.6% 16.3%

Emerging 
Markets Equity

8.9% 21.8%

Hedge Funds 5.4% 6.2%

Private Equity 8.7% 12.9%

Private Real 
Estate

6.0% 11.6%

Risk Profile Conservative
Moderately 

Conservative Moderate
Moderately 
Aggressive Aggressive All-Equity

All-Fixed 
Income / All-

Income

Taxable with non-traditional assets

Estimated Return 3.7% 4.4% 5.1% 5.8% 6.3% N/A N/A

Estimated Risk 3.5% 5.7% 8.2% 11.0% 13.5% N/A N/A

Taxable without non-traditional assets

Estimated Return 3.4% 4.0% 4.8% 5.5% 6.2% 6.6% 2.8%

Estimated Risk 3.5% 5.7% 8.1% 11.0% 13.3% 14.9% 2.6%

Taxable yield-focused

Estimated Return 4.3% 5.0% 5.6% 6.2% 6.8% 7.1% 4.1%

Estimated Risk 4.3% 6.3% 8.4% 10.4% 12.3% 14.0% 4.1%

Taxable sustainable investing

Estimated Return 3.8% 4.5% 5.0% 5.6% 5.9% 6.2% 3.5%

Estimated Risk 4.1% 6.4% 8.4% 11.0% 12.8% 14.2% 4.2%

Non-taxable with non-traditional assets

Estimated Return 4.2% 4.8% 5.4% 5.9% 6.4% N/A N/A

Estimated Risk 4.2% 6.0% 8.3% 11.0% 13.5% N/A N/A

Non-taxable without non-traditional assets

Estimated Return 4.1% 4.7% 5.3% 5.9% 6.3% 6.6% 3.7%

Estimated Risk 4.7% 6.5% 8.7% 11.4% 13.3% 14.9% 4.1%

Non-taxable yield-focused

Estimated Return 3.9% 5.2% 5.8% 6.3% 6.9% 7.1% 4.4%

Estimated Risk 4.0% 6.5% 8.5% 10.5% 12.3% 14.0% 4.3%

Non-taxable sustainable investing

Estimated Return 4.0% 4.6% 5.1% 5.6% 6.0% 6.2% 3.3%

Estimated Risk 4.4% 6.5% 8.5% 11.1% 12.8% 14.2% 3.7%

Ultra High Net Worth (taxable)

Estimated Return 4.4% 4.8% 5.6% 6.2% 6.9% N/A N/A

Estimated Risk 4.9% 6.3% 8.6% 10.5% 12.7% N/A N/A

Institutional (non-taxable)

Estimated Return 4.8% 5.3% 5.8% 6.4% 6.9% N/A N/A

Estimated Risk 5.1% 6.9% 8.6% 10.7% 12.1% N/A N/A

DETAILED ASSET ALLOCATION
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Additional asset allocation models

DETAILED ASSET ALLOCATION

US equity sector allocation, in %

S&P 500 CIO GWM tactical deviation2 Current
Benchmark Numeric Symbol allocation3

allocation1 Previous Current Previous Current

Communication Services 10.3 +0.0 +0.0 n n 10.3

Consumer Discretionary 10.4 +0.0 +0.0 n n 10.4

Consumer Staples 7.2 +0.0 +0.0 n n 7.2

Energy 5.4 +0.0 +0.0 n n 5.4

Financials 13.1 +1.0 +1.0 + + 14.1

Health Care 13.8 +0.0 +0.0 n n 13.8

Industrials 9.5 –1.0 –1.0 – – 8.5

Information Technology 21.5 +1.0 +1.0 + + 22.5

Materials 2.7 +0.0 +0.0 n n 2.7

Real Estate 3.0 +0.0 +0.0 n n 3.0

Utilities 3.2 –1.0 –1.0 – – 2.2

Source: UBS, as of 18 April 2019.

International developed markets (non-US) fixed income module, in %

Benchmark CIO GWM tactical deviation2 Current allocation2

allocation1 Previous Current

EMU / Eurozone 38.0 +0.0 +0.0 38.0

UK 8.0 +0.0 +0.0 8.0

Japan 31.0 +0.0 +0.0 31.0

Other 23.0 +0.0 +0.0 23.0

Source: UBS, as of 18 April 2019

1 For the first table on this page, the benchmark allocation is based on S&P 500 weights. For the second and third tables on this page, the benchmark allocation refers 
to a moderate risk profile and represents the relative market capitalization weights of each country or region.

2 See “Deviations from strategic asset allocation or benchmark allocation” in the appendix for an explanation regarding the interpretation of the suggested tactical 
deviations from benchmark. The “current” column refers to the tactical deviation that applies as of the date of this publication. The “previous” column refers to the 
tactical deviation that was in place at the date of the previous edition of UBS House View or the last UBS House View Update.

3  The current allocation column is the sum of the CIO GWM tactical deviation columns and (the S&P 500 benchmark allocation for the first table on this page) (the 
benchmark allocation for the second and third tables on this page).

International developed markets (non-US) equity module, in %

Benchmark CIO GWM tactical deviation2 Current allocation2

allocation1 Previous Current

EMU / Eurozone 30.0 +6.0 –10.0 20.0

UK 14.0 –14.0 –14.0 0.0

Japan 22.0 +4.0 +10.0 32.0

Australia 6.0 +1.0 +5.0 11.0

Canada 9.0 +10.0 +10.0 19.0

Switzerland 9.0 –9.0 –9.0 0.0

Other 10.0 +2.0 +8.0 18.0

Source: UBS, as of 18 April 2019

For US equity sub-sector recommendations please see the “Equity Preference List” for each sector. These reports are published on a monthly basis and can be found on 
the Online Services website in the Research > Equities section.
The benchmark allocation, as well as the tactical deviations, are intended to be applicable to the US equity portion of a portfolio across investor risk profiles.
1 The benchmark allocation is based on S&P 500 weights.
2 See "Deviations from strategic asset allocation " in the Appendix of UBS House View for an explanation regarding the interpretation of the suggested tactical devia-

tions from benchmark. The “current” column refers to the tactical deviation that applies as of the date of this publication. The “previous” column refers to the tacti-
cal deviation that was in place at the date of the previous edition of the previous edition of UBS House View or the last UBS House View Update.

3  The current allocation column is the sum of the S&P 500 benchmark allocation and CIO GWM tactical deviation columns.
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The performance calculations shown in Table A commence on 25 
January 2013, the first date upon which the Investment Strategy 
Guide was published following the release of the new UBS WMA 
strategic asset allocation (SAA) models. The performance is based 
on the SAA without non-traditional assets for a moderate risk pro-
file investor, and the SAA with the tactical shift (see detailed asset 
allocation tables where the SAA with the tactical shift is referred to 
as “current allocation”). Performance is calculated utilizing the re-
turns of the indices identified in Table B as applied to the respective 
allocations in the SAA and the SAA with the tactical shift. For exam-
ple, if US mid-cap equity is allocated 10% in the SAA and 12% in 
the SAA with the tactical shift, the US mid-cap equity index respec-
tively contributed to 10% and 12% of the results shown. Prior to 25 
January 2013, CIO Wealth Management published tactical asset al-
location recommendations in the Investment Strategy Guide using a 
different set of asset classes and sectors. The performance of these 
tactical recommendations is reflected in Table C of the February 
2017 House View Investment Strategy Guide.

The performance attributable to the CIO GWM tactical deviations 
is reflected in the column in Table A labeled “Excess return,” which 

Tactical asset allocation  
performance measurement

shows the difference between the performance of the SAA and the 
performance of the SAA with the tactical shift. The “Information 
ratio” is a risk-adjusted performance measure, which adjusts the 
excess returns for the tracking error risk of the tactical deviations. 
Specifically the information ratio is calculated as the ratio of the an-
nualized excess return over a given time period and the annualized 
standard deviation of daily excess returns over the same period. Ad-
ditional background information regarding the computation of the 
information ratio figures provided below are available upon request.

The calculations assume that the portfolios are rebalanced upon 
publication of the models in the CIO Letter or House View Up-
date. The computations assume portfolio rebalancing upon such 
intra-month changes as well. Performance shown is based on 
total returns, but does not include transaction costs, such as com-
missions, fees, margin interest, and interest charges. Actual total 
returns adjusted for such transaction costs will be reduced. A 
complete record of all the recommendations upon which this per-
formance report is based is available from UBS Financial Services Inc. 
upon written request. Past performance is not an indication of fu-
ture results.

Table A: Moderate taxable risk profile performance measurement (25 January 2013 to present) – See NOTE next page

SAA SAA with
tactical shift

Excess
return

Information  
ratio

(annualized)

MSCI ACWI 
Index (total 

return)

Barclays Capital
US Aggregate bond
index (total return)

25 January 2013 to 31 March 2013 0.79% 0.83% 0.04% 0.9 2.39% 0.11%

2Q 2013 –2.18% –2.14% 0.04% 0.3 –0.42% –2.33%

3Q 2013 3.60% 3.86% 0.26% 2.4 7.90% 0.57%

4Q 2013 3.05% 3.23% 0.18% 2.9 7.31% –0.14%

1Q 2014 2.56% 2.53% –0.03% –0.2 1.08% 1.84%

2Q 2014 3.44% 3.49% 0.05% 0.3 5.04% 2.04%

3Q 2014 –1.54% –1.71% –0.16% –1.2 –2.31% 0.17%

4Q 2014 0.47% 0.73% 0.26% 1.3 0.41% 1.79%

1Q 2015 1.38% 1.69% 0.31% 2.1 2.31% 1.61%

2Q 2015 –0.18% –0.19% –0.01% –0.1 0.35% –1.68%

3Q 2015 –4.67% –5.08% –0.41% –2.4 –9.45% 1.23%

4Q 2015 1.61% 1.67% 0.06% 0.5 5.03% –0.57%

1Q 2016 2.11% 1.72% –0.39% –3.7 0.24% 3.03%

2Q 2016 2.81% 2.88% 0.08% 1.1 0.99% 2.21%

3Q 2016 2.50% 2.60% 0.10% 1.5 5.30% 0.46%

4Q 2016 –1.33% –1.13% 0.21% 3.4 1.19% –2.98%

1Q 2017 3.93% 4.07% 0.14% 2.5 6.91% 0.82%

2Q 2017 3.01% 3.11% 0.10% 1.6 4.27% 1.45%

3Q 2017 3.07% 3.18% 0.11% 2.1 5.18% 0.85%

4Q 2017 3.14% 3.25% 0.12% 3.3 5.73% 0.39%

1Q 2018 –0.71% –0.74% –0.03% –0.2 –0.96% –1.46%

2Q 2018 0.68% 0.47% –0.21% –2.5 0.53% –0.16%

3Q 2018 1.97% 2.03% 0.06% 1.5 4.28% 0.02%

4Q 2018 –5.98% –6.27% –0.29% –3.1 –12.75% 1.64%
1Q 2019 7.49% 7.95% 0.46% 7.1 12.18% 2.94%
2019 year to date 8.92% 9.37% 0.45% 6.2 15.33% 2.4%

Since inception (25 January 2013) 36.55% 37.81% 1.26% 0.5 67.72% 13.89%

Source: UBS, as of 16 April 2019, Note: Performance after 27 February 2017 based on updated SAA weights as shown in Table B   

PERFORMANCE MEASUREMENT
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PERFORMANCE MEASUREMENT

Table B: SAA for moderate risk profile investor, and underlying indices (all figures in %)

25 Jan 2013 to present
Previous SAA weights
(25 Jan 2013 – 27 Feb 2017)

New SAA weights
(27 Feb 2017 
onward)

US cash (Barclays Capital US Treasury – Bills [1–3 M]) 0.0 5.0

US Large-Cap Growth (Russell 1000 Growth) 7.0 10.0

US Large-Cap Value (Russell 1000 Value) 7.0 10.0

US Mid-Cap (Russell Mid Cap) 6.0 5.0

US Small-Cap (Russell 2000) 3.0 3.0

International Dev. Equities (MSCI EAFE) 10.0 15.0

Emerging Markets Equities (MSCI EMF) 7.5 6.0

US Government Fixed Income (Bloomberg Barclays US Agg Government) 5.0 2.0

US Municipal Fixed Income (Bloomberg Barclays Municipal Bond) 35.0 40.0

US Investment-Grade Fixed Income (Bloomberg Barclays US Agg Credit) 3.0 0.0

US Corporate High-Yield Fixed Income (Bloomberg Barclays US Agg Corp HY) 4.0 2.0

International Dev. Fixed Income (Bloomberg Barclays Global Agg xUS) 4.0 0.0

Emerging Markets Fixed Income (50% Bloomberg Barclays EM Gov and 50% BarCap Global EM (USD)) 3.5 2.0

Commodities (Dow Jones-UBS Commodity Index) 5.0 0.0

Additional indices

US Gov‘t 10 year (Bloomberg Barclays US Treasury Bellwethers 10 Year)

US Treasuries (long) (ICE U.S. Treasury 20+ Years Bond Index)

US TIPS (Bloomberg Barclays US Inflation Linked Bonds 1–10 Year)

US MBS (Bloomberg Barclays US MBS)

EM Local Currency FI (Bloomberg Barclays Emerging Markets Local Currency)

EM Hard Currency FI (Bloomberg Barclays EM Hard Currency Aggregate)

Global Equity (MSCI All Country World)

Int‘l Developed Value (MSCI EAFE Value)

Senior Loans (S&P/LSTA U.S. Leveraged Loan 100)

Preferreds (BofA Merrill Lynch Fixed Rate Preferred Securities)

MLPs (Alerian MLP)

US Real Estate (FTSE NAREIT Equity REIT)

International Dev. Fixed Income (Bloomberg Barclays Global Agg xUS)

Emerging Markets Fixed Income (50% Bloomberg Barclays EM Gov and 50% Bloomberg Barclays Global EM (USD))

Commodities (Dow Jones-UBS Commodity Index)

ESG Thematic Equities (MSCI All Country World)

ESG Engagement Equities (MSCI All Country World)

ESG Improvers Equities (MSCI All Country World)

ESG Leaders Equities (US) (Russell 1000)

ESG Leaders Equities (ex-US) (MSCI All Country World ex USA)

MDB Bonds (Bloomberg Barclays US Agg Government)

Sustainable Municipal Fixed Income (Bloomberg Barclays Municipal Bond)

Green Bonds (80% Bloomberg Barclays US Agg Government and 20% Bloomberg Barclays US Agg Credit)

ESG Corporate Bonds (Bloomberg Barclays US Agg Credit)

Tactical asset allocation  
performance measurement

Table A NOTE  
Historical performance 
measurement

Prior to 25 January 2013, 
CIO GWM published 
tactical asset allocation 
recommendations in the 
Investment Strategy Guide 
using a different set of as-
set classes and sectors. 
The performance of these 
tactical recommendations 
is reflected in Table C of 
the February 2017 House 
View Investment Strategy 
Guide. You can obtain a 
copy of the February 2017 
House View from Online 
Services, or from your 
UBSFS financial advisor.
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APPENDIX

Investment committee
Global Investment Process and Committee description
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 through-
out the investment process, the Chief Investment Officer (CIO) formulates 
the UBS Wealth Management Investment House View (e.g., overweight, 
neutral, underweight stances for asset classes and market segments rela-
tive to their benchmark allocation) at the Global Investment Committee 
(GIC). Senior investment professionals from across UBS, complemented by 
selected external experts, debate and rigorously challenge the investment 
strategy to ensure consistency and risk control.

Global Investment Committee composition
The GIC comprises nine members, representing top market and invest-
ment expertise from across all divisions of UBS:

• Mark Haefele (Chair)
• Jorge Mariscal
• Mike Ryan
• Simon Smiles
• Tan Min Lan
• Themis Themistocleous
• Paul Donovan
• Bruno Marxer (*)
• Andreas Koester 

WMA Asset Allocation Committee description
We recognize that a globally derived house view is most effective when 
complemented by local perspective and application. As such, UBS has 
formed a Wealth Management Americas Asset Allocation Committee 
(WMA AAC). WMA AAC is responsible for the development and monitor-
ing of UBS WMA‘s strategic asset allocation models and capital market 
assumptions. The WMA AAC sets parameters for the CIO Americas, WM 
Investment Strategy Group to follow during the translation process of the 
GIC‘s House Views and the incorporation of US-specific asset class views 
into the US-specific tactical asset allocation models. 

WMA Asset Allocation Committee composition
The WMA Asset Allocation Committee comprises nine members:

• Mike Ryan
• Michael Crook
• Brian Rose
• Jeremy Zirin
• Jason Draho
• Tom McLoughlin
• Leslie Falconio
• Laura Kane
• David Lefkowitz

(*) Business area (bc there only is one this time around) distinct from Chief 
Investment Office Americas, 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 assump tions. 
While these forward-looking statements represent our judg ments 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 expecta-
tions. 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 macro-economic developments, including movements in 
local and international securities markets, credit spreads, currency exchange 
rates and interest rates, whether or not arising directly or indirectly from the 
current mar ket crisis; (3) the impact of these developments on other markets 
and asset classes. UBS is not under any obligation to (and expressly disclaims 
any such obligation to) update or alter its forward-looking statements wheth-
er as a result of new information, future events, or otherwise.
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Justin Waring
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APPENDIX

Explanations about asset classes

Statement of risk

Sources of strategic asset allocations and investor risk profiles
Strategic asset allocations represent the longer-term allocation of assets 
that is deemed suitable for a particular investor. The strategic asset alloca-
tion models discussed in this publication, and the capital market assump-
tions used for the strategic asset allocations, were developed and 
approved by the WMA AAC. 

The strategic asset allocations are provided for illustrative purposes only 
and were designed by the WMA AAC for hypothetical US investors with a 
total return objective under five different Investor Risk Profiles ranging 
from conservative to aggressive. In general, strategic asset allocations will 
differ among investors according to their individual circumstances, risk tol-
erance, return objectives and time horizon. Therefore, the strategic asset 
allocations in this publication may not be suitable for all investors or 
investment goals and should not be used as the sole basis of any invest-
ment decision. Minimum net worth requirements may apply to allocations 
to non-traditional assets. As always, please consult your UBS Financial 
Advisor to see how these weightings should be applied or modified 
according to your individual profile and investment goals.

The process by which the strategic asset allocations were derived is 
described in detail in the publication entitled “Strategic Asset Allocation 
(SAA) Methodology and Portfolios.” Your Financial Advisor can provide 
you with a copy.

Deviations from strategic asset allocation or benchmark allocation
The recommended tactical deviations from the strategic asset allocation 
or benchmark allocation are provided by the Global Investment Commit-
tee and the Investment Strategy Group within CIO Americas, Wealth 
Management. They reflect the short- to medium-term assessment of mar-
ket opportunities and risks in the respective asset classes and market seg-
ments. Positive/zero/negative tactical deviations correspond to an over-
weight/neutral/underweight stance for each respective asset class and 
market segment relative to their strategic allocation. The current alloca-
tion is the sum of the strategic asset allocation and the tactical deviation. 

Note that the regional allocations on the Equities and Bonds pages in UBS 
House View are provided on an unhedged basis (i.e., it is assumed that 
investors carry the underlying currency risk of such investments) unless 
otherwise stated. Thus, the deviations from the strategic asset allocation 
reflect the views of the underlying equity and bond markets in combina-
tion with the assessment of the associated currencies. The detailed asset 
allocation tables integrate the country preferences within each asset class 
with the asset class preferences in UBS House View.

Asset allocation does not assure profits or prevent against losses from an 
investment portfolio or accounts in a declining market.

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 
fluctuations 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, perceived 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 investors should consult their tax advisors concerning the fed-
eral, 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 
owning preferred stocks. Preferred stocks are subject to market value fluc-

tuations, given changes in the level of interest rates. For example, if inter-
est 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 reinvest-
ment 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 munic-
ipal bonds carry credit risk, with the degree of risk largely following the 
particular bond‘s sector. Additionally, all municipal bonds feature valua-
tion, return, and liquidity risk. Valuation tends to follow internal and 
external factors, including the level of interest rates, bond ratings, supply 
factors, and media reporting. These can be difficult or impossible to proj-
ect 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 struc-
tures, not all bonds can be easily or quickly sold on the open market.

Scale for tactical deviation charts

Symbol Description/Definition Symbol Description/Definition Symbol Description/Definition

+ moderate overweight vs. benchmark – moderate underweight vs. benchmark n neutral, i.e., on benchmark

++ overweight vs. benchmark – – underweight vs. benchmark n/a not applicable

+++ strong overweight vs. benchmark – – – strong underweight vs. benchmark

Source: UBS
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Appendix
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 Americas, WM 
generally recommends only those securities it believes have been registered 
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 permit-
ted under US law, CIO Americas, WM may from time to time recommend 
bonds that are not registered under US or State securities laws. These bonds 
may be issued in jurisdictions where the level of required disclosures to be 
made by issuers is not as frequent or complete as that required by US laws.

For more background on emerging markets generally, see the CIO Americas, 
WM Education Notes “Investing in Emerging Markets (Part 1): Equities,” 27 
August 2007, “Emerging Market Bonds: Understanding Emerging Market 
Bonds,” 12 August 2009 and “Emerging Markets Bonds: Understanding 
Sovereign Risk,” 17 December 2009. 

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 invest-
ment-grade band). Such an approach should decrease the risk that an investor 
could end up holding bonds on which the sovereign has defaulted. Subinvest-
ment-grade bonds are recommended only for clients with a higher risk toler-
ance 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 docu-
ments that include information about the risks, performance and expenses of 
alternative investment funds, and which clients are urged to read carefully 
before subscribing and retain. An investment in an alternative investment 
fund is speculative and involves significant risks. Specifically, these invest-
ments (1) are not mutual funds and are not subject to the same regulatory 
requirements as mutual funds; (2) may have performance that is volatile, and 
investors may lose all or a substantial amount of their investment; (3) may 
engage in leverage and other speculative investment practices that may 
increase the risk of investment loss; (4) are long-term, illiquid investments; 
there is generally no secondary market for the interests of a fund, and none is 
expected to develop; (5) interests of alternative investment funds typically will 
be illiquid and subject to restrictions on transfer; (6) may not be required to 
provide periodic pricing or valuation information to investors; (7) generally 

involve complex tax strategies and there may be delays in distributing tax 
information to investors; (8) are subject to high fees, including management 
fees and other fees and expenses, all of which will reduce profits. 

Interests in alternative investment funds are not deposits or obligations of, or 
guaranteed or endorsed by, any bank or other insured depository institution, 
and are not federally insured by the Federal Deposit Insurance Corporation, 
the Federal Reserve Board, or any other governmental agency. Prospective 
investors should understand these risks and have the financial ability and will-
ingness to accept them for an extended period of time before making an 
investment in an alternative investment fund, and should consider an alterna-
tive investment fund as a supplement to an overall investment program. 

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

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

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

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

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

Foreign Exchange/Currency Risk: Investors in securities of issuers located 
outside of the United States should be aware that even for securities denom-
inated 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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Disclaimer
UBS Chief Investment Office‘s (“CIO”) investment views are prepared and 
published by the Global Wealth Management business of UBS Switzerland 
AG (regulated by FINMA in Switzerland) or its affiliates (“UBS”).

The investment views have been prepared in accordance with legal 
requirements designed to promote  the independence of investment 
research.

Generic investment research – Risk information:

This publication is  for your  information only  and is not intended as 
an offer, or a solicitation of an offer, to buy or sell any investment or 
other specific product. The analysis contained herein does not constitute a 
personal recommendation or take into account the particular investment 
objectives, investment strategies, financial situation and needs of 
any specific recipient. It is based on numerous assumptions. Different 
assumptions could result in materially different results. Certain services 
and products are subject to legal restrictions and cannot be offered 
worldwide on an unrestricted basis and/or may not be eligible for sale 
to all investors. All information and opinions expressed in this document 
were obtained from sources believed to be reliable and in good faith, 
but no representation or warranty, express or implied, is made as to its 
accuracy or completeness (other than disclosures relating to UBS). All 
information and opinions as well as any forecasts, estimates and market 
prices indicated are current as of the date of this report, and are subject 
to change without notice. Opinions expressed herein may differ or be 
contrary to those expressed by other business areas or divisions of UBS as 
a result of using different assumptions and/or criteria.

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

Tax treatment depends on the individual circumstances and may be 
subject to change in the future. UBS does not provide legal or tax advice 
and makes no representations as to the tax treatment of assets or the 

investment returns thereon both in general or with reference to specific 
client‘s circumstances and needs. We are of necessity unable to take into 
account the particular investment objectives, financial situation and needs 
of our individual clients and we would recommend that you take financial 
and/or tax advice as to the implications (including tax) of investing in any 
of the products mentioned herein.

This material may not be reproduced or copies circulated without prior 
authority of UBS. Unless otherwise agreed in writing UBS expressly 
prohibits the distribution and transfer of this material to third parties for 
any reason. UBS accepts no liability whatsoever for any claims or lawsuits 
from any third parties arising from the use or distribution of this material. 
This report is for distribution only under such circumstances as may be 
permitted by applicable law. For information on the ways in which CIO 
manages conflicts and maintains independence of its investment views 
and publication offering, and research and rating methodologies, please 
visit  www.ubs.com/research. 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 available upon 
request from your client advisor.

Important Information about Sustainable Investing Strategies: 
Incorporating environmental, social and governance (ESG) factors or 
Sustainable Investing considerations may inhibit the portfolio manager‘s 
ability to participate in certain investment opportunities that otherwise 
would be consistent with its investment objective and other principal 
investment strategies. The returns on a portfolio consisting primarily of ESG 
or sustainable investments may be lower than a portfolio where such factors 
are not considered by the portfolio manager. Because sustainability criteria 
can exclude some investments, investors may not be able to take advantage 
of the same opportunities or market trends as investors that do not use 
such criteria. Companies may not necessarily meet high performance 
standards on all aspects of ESG or sustainable investing issues; there is also 
no guarantee that any company will meet expectations in connection with 
corporate responsibility, sustainability, and/or impact performance.

Distributed to US persons 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 Securities Japan Co., Ltd, UBS Wealth 
Management Israel Ltd and UBS Menkul Degerler AS are affiliates of UBS 
AG. UBS Financial Services Incorporated of Puerto Rico is a subsidiary 
of UBS Financial Services Inc.  UBS Financial Services Inc. accepts 
responsibility for the content of a report prepared by a non-US 
affiliate when it distributes reports to US persons. All transactions 
by a US person in the securities 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 person within the meaning of Section 
15B of the Securities Exchange Act (the “Municipal Advisor Rule”) 
and the opinions or views contained herein are not intended to be, 
and do not constitute, advice within the meaning of the Municipal 
Advisor Rule.

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 prohibits 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. For 
country disclosures, click here.
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