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UBS Year Ahead 2025: Roaring 20s — The next stage

By many measures, markets have had a “roaring 20s” — with five years of strong performance
for global equity market indices, technological breakthroughs, and stronger-than-expected US
economic growth. As we enter 2025, UBS’s Chief Investment Office looks at key developments
that will shape the next stage of this decade, including US political change, transformative
innovations, and lower interest rates.

Zurich, 21 November 2024 — Since the start of the 2020s, global equity markets are up by around 50%,
nominal GDP has increased by over 30%, and US corporate profits have nearly doubled. All that in spite of
unprecedented global lockdowns, the outbreak of wars in Eastern Europe and the Middle East, and the
largest spike in interest rates and inflation in decades. In the Year Ahead 2025 UBS Global Wealth
Management’s (GWM) Chief Investment Office (CIO) outlines what's next for investors, as they enter the
second half of the decade.

A Trump presidency has the potential to reshape the US economic and geopolitical landscape. Tariffs in
particular have the potential to disrupt trade, reduce domestic US demand, and increase inflation. A tariff
shock could trigger a stagflationary downside scenario. At the same time, negotiations with trading partners
or domestic legal challenges might mitigate their scope and impact, and tax cuts and deregulation could
support a more positive market narrative. In its base case CIO believes the S&P 500 could reach 6,600 by the
end of 2025 driven by solid US growth, lower interest rates, and Al advancements.

Elsewhere, in Asia, China’s growth is likely to slow, with reactive fiscal stimulus measures unlikely to be
sufficient to fully offset the impact of tariffs and structural challenges. India is expected to continue to deliver
more robust growth. In Europe growth is likely to be uneven and subdued, but it should improve as wage
growth remains strong while interest rates fall. Spain, the UK, and Switzerland should outperform with
growth rates above 1%, compared to more modest growth of around 1% in Germany, France and lItaly.

The report highlights the following investment views for the year ahead:

e Position for lower rates: Cash returns are set to diminish in light of further central bank rate cuts.
Meanwhile, investment grade bonds offer attractive yields and potential for capital gains, with total
expected returns in the mid-single-digit range in USD.

e More to go in stocks: 2025 should bring further upside for stock markets. The US is a preferred market,
while diversified exposure to Asia ex-Japan could be an effective way to capture potential upside in the
region while managing risks. In Europe, Eurozone small- and mid-caps and Swiss high-quality dividend
stocks look attractive.

¢ Transformational innovation opportunities: Artificial intelligence and power and resources constitute
two opportunities within equities with the potential to provide significant and sustained profit growth,
that could earn investors in these areas outsized long-term returns.
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¢ Trade the range in the US dollar: The US dollar is likely to be caught between short-term positive
drivers, including tight US labor markets and tariffs, and longer-term negatives, including overvaluation .
Investors should use periods of strength to reduce US dollar exposure.

e Go for gold: Lower interest rates, persistent geopolitical risks, and US government debt concerns should
continue to support gold in 2025. There are also long-term opportunities in copper and in other transition
metals as demand rises alongside rising investment in power generation, storage, and electric transport.

¢ Time for real estate: The outlook for residential and commercial real estate investments is bright. With
constrained supply and rising demand, there are opportunities in sectors including logistics, data centers,
and multifamily housing.

Looking further ahead, the 5Ds of debt, deglobalization, demographics, decarbonization, and digitalization
remain key factors likely to drive markets and economies in the years to come presenting both opportunities
and risks for investors. In aggregate they should lead to higher growth, e.g. driven by artificial intelligence,
which could prove to be one of the most influential innovations of the century, and periods of higher
inflation, due to more deglobalized trade and higher energy prices driven by decarbonization efforts.

Mark Haefele, Chief Investment Officer at UBS GWM, says:

"The US election result remains a focal point, with the prospect of lower taxes and deregulation adding to a
positive ‘Roaring 20s’ market narrative built on solid growth, and continued investment in Al. Still the
problems of deglobalization, debt, and demographics—among others—mean the we have to be prepared for
a wide range of outcomes in the year ahead.”

Scenarios for the year ahead

Base case: Growth despite tariffs Bull case: Growth surge y
Probability: 50% Probability: 25%

S&P 500: 6,600 | 10-year US yield: 4.00 [EURUSD: 1.12 S&P 500: 7,000 | 10-year US yield: 4.50 [EURUSD: 1.15

US equities rise. US growth is supported by US equity markets surge on strong US growth and
deregulation and improved business confidence, Al optimism, and inflation remains contained. A

more than offsetting the impact of selective tariffs trade deal is reached and/or Chinese fiscal stimulus

on Chinese and key European imports. Trade and and stronger global demand are sufficient to
geopolitical negotiations add to volatility for support European and Asian markets, despite
European and Chinese markets. The most tariffs. Bond yields stay elevated on stronger
expansionary US fiscal plans are shelved and longer-term growth and inflation expectations.
inflation falls toward target. Bond yields fall slightly Central banks gradually cut interest rates toward

and central banks consistently cut interest rates neutral.

toward neutral.

Bear case: Hard landing Bear case: Tariff shock

Probability: 10% N Probability: 15% N
S&P 500: 4,500 | 10-year US yield: 2.50 |EURUSD: 1.05 S&P 500: 5,100 | 10-year US yield: 5.00 |EURUSD: 1.00

US growth declines owing to weak consumer The imposition of large, blanket tariffs on US

spending and deteriorating labor markets. Tariffs imports from multiple countries and retaliation

add to economic challenges for Europe and Asia. A from trading partners trigger higher US inflation,
weaker consumer more than offsets the which, alongside a rising fiscal deficit, leads to
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inflationary impact of tariffs, and inflation falls, higher bond yields. The disruption to global trade
prompting central banks to cut rates. Global leads to lower US domestic demand and much
equities suffer double-digit losses, and credit weaker global economic growth. US and global
spreads widen. Assets with safe-haven equities decline.

characteristics, including high-quality bonds, gold,
the Swiss franc, and the yen, appreciate.

Links
WwWw.ubs.com/yearahead

About UBS

UBS is a leading and truly global wealth manager and the leading universal bank in Switzerland. It also
provides diversified asset management solutions and focused investment banking capabilities. With the
acquisition of Credit Suisse, UBS manages 6.1 trillion dollars of invested assets as per third quarter 2024.
UBS helps clients achieve their financial goals through personalized advice, solutions and products.
Headquartered in Zurich, Switzerland, the firm is operating in more than 50 markets around the globe.
UBS Group shares are listed on the SIX Swiss Exchange and the New York Stock Exchange (NYSE).

UBS Switzerland AG

Media contact
Switzerland:  +41-44-234 85 00

UK: +44-207-567 47 14
Americas: +1-212-882 58 58
APAC: +852-297-1 82 00

www.ubs.com/media

Disclaimer

This material has been prepared by UBS Switzerland AG ("UBS"). Information contained in it has not been tailored to the
specific needs, investment objectives, personal and/or financial circumstances of any recipient. Although all pieces of
information and opinions expressed herein were obtained from sources believed to be reliable and in good faith, no
representation or warranty, express or implied, is provided in relation to the accuracy, completeness or reliability of the
information contained herein. Source of all information is UBS unless otherwise stated. All information and opinions expressed
in this material are subject to change without notice.

This material is provided for your information only and is not an offer, or a solicitation of an offer, to buy or sell any
investment or other specific product or service. UBS retains the right to change the range of services, the products and the
prices at any time without prior notice. Certain services and products are subject to legal restrictions and cannot therefore be
offered worldwide on an unrestricted basis. Products and services mentioned may require agreements to be signed. Please note
that the terms and conditions of such specific agreements apply to these products and services. Nothing herein shall limit or
restrict the particular terms of any specific offering.

Except where explicitly stated, UBS does not provide legal or tax advice and this material does not constitute such advice. UBS
strongly recommends to all persons considering the information in this material to obtain appropriate independent legal, tax
and other professional advice.

UBS specifically prohibits the redistribution and/or reproduction of this material in whole or in part without the prior written
permission of UBS and UBS accepts no liability whatsoever for the actions of third parties in this respect. To the fullest extent
permitted by law, neither UBS nor any of our directors, officers, employees or agents is liable for any loss (including indirect,
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special or consequential losses or damages, even if we have been advised of the possibility of such loss or damage) arising out of
any person'’s use of, or reliance upon, all or any part of the information contained herein.
©UBS 2024. The key symbol and UBS are among the registered and unregistered trademarks of UBS. All rights reserved.
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