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World economy: Three possible scenarios

Worst case, base case or goldilocks (Purchasing Manager Indices [PMIs| world GDP growth)
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Base case: slow-down, but no recession

Real GDP growth, in % yoy
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Monetary policy: From autopilot - hold » ease!

Monetary policy U-turn in just six months, policy rates in %
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Eidgenossen yield curve: Everything below zero

Yield to maturity for Swiss government bonds (in % for different maturities)
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Swiss economy: Diverging sectoral trends

Change in value added (in bn CHF per quarter)
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Expected economic trend for 2020

Survey participants expect the economy to stagnate next year

UBS GDP forecasts for Switzerland:
2019: 0,7%

3%

Recovery 19 2020: 0,9%

67%
Moderate recovery

Stagnation

0%
Recession
9%
0%
Strong recession
0%

W Expected development in 2019 " Expected development in 2020

Expected development from the previous year for the mentioned year
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Expected unemployment rate next year

Survey participants continue to expect an unchanged unemployment rate next year. However, the
expectations of an increase in the unemployment rate compared to the previous year have increased

significantly
UBS forecasts for unemployment:

2019: 2,5%

0%

Strong increase y 2020: 2,5%
0%

Increase

67 %
Unchanged

Decrease

0%
Strong decrease
0%
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Expected development from the previous year for the mentioned year
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Inflation

Survey participants expect a lower inflation rate than last year

Which inflation rate is at the basis of your salary negotiations for the year 2020?
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Expected nominal wage growth rates since 1989
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Real wage growth rates and inflation

Real wage growth rates over the last 31 years
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Average real wage growth rates

Average real wage growth rates over the last 31 years for different periods
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Expected nominal wage growth rates 2020 by sector

Nominal wage development in 2020

Switzerland
Chemicals & pharmaceuticals 1.1%
Public sector 1.0%
IT services & telecommunications 1.0%
Corporate services (including real estate) 1.0%
Retail trade 1.0%
Financial services 1.0%
Construction & architecture 1.0%
Machinery 1.0%
Textiles 1.0%
Energy, utilities & waste disposal 1.0%
Wholesale trade
Food
Media
Materials & building materials
Health & social services
Consumer goods
Logistics
Watches and jewelry
Automobile sector 0.5%
Electrical engineering 0.5%
Metals 0.5%
Tourism including culture, sport and education
0.0% 0.2% 0.4% 0.6% 0.8% 1.0% 1.2%

% UB S Source: UBS Compensation Survey 2020
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Slightly higher expected inflation will likely lead to
stagnation of real wages in individual sectors in 2020

Real wage development in 2020
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Head count development 2019 by sector

Data evaluated using a diffusion index. The scale goes from —100 (strong decrease) to 0 (unchanged) to +100 (strong increase).
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Expected head count development 2020 by sector

Data evaluated using a diffusion index. The scale goes from —100 (strong decrease) to 0 (unchanged) to +100 (strong increase).
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Strategies to combat shortage of skilled workers

Multiple answers possible

Train own staff 55.1%
Foreign workers 30.8%
Increase part-time working hours 30.5%
Employ older employees longer 30.1%

Replace employees with machines 18.6%
Other measures* 16.1%

Recruit more students 15.9%

No measures 14.9%

Relocate the production into foreign countries

*Other measures (most frequently mentioned): Offer attractive and flexible working models, increase employer attractiveness (Employer
Branding), more efficient recruiting

% UB S Source: UBS Compensation Survey 2020
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Accompanying measures: Who is affected?

The construction and the chemicals & pharmaceuticals industries are the most affected
by the accompanying measures

Construction & architecture
Chemicals & pharmaceuticals
Wholesale trade

Energy, utilities & waste disposal
Textiles

Materials & building materials
Logistics

Food

IT services & telecommunications
Automobile sector

Electrical engineering

Machinery

Financial services

Tourism including culture, sport and education
Consumer goods

Watches and jewelry

Metals

Retail trade

Health & social services

Media, printing and advertising
Corporate services (including real estate)
Public sector

0% 20% 40% 60%
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Should the existing accompanying measures be

adapted?

Almost 30 percent of the companies directly affected consider the existing measures as
appropriate, and almost the same number of companies supports a simplification of the

measures

Abolishment of the accompanying measures

Reduction of accompanying measures (e.g. abolition of general liability of CLAs
or the 8-day rule)

Simplification of bureaucratic procedures (e.g. abolition of mandatory
registration, fewer controls)

Measures are adequate and appropriate

Expansion of the accompanying measures (e.g. stronger sanctions,
strengthening of controls)

No opinion
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The accompanying measures and the framework
agreement with the EU

55 percent of the companies surveyed are in favor of concluding the framework
agreement with existing or weakened measures

Conclusion of the framework agreement with existing accompanying measures

Completion of the Framework Agreement and relaxation of accompanying
measures.

No conclusion of the framework agreement

Conclusion of the framework agreement without accompanying measures

No opinion
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Contact information

Dr. Daniel Kalt
Chief Economist & Chief Investment Officer Switzerland
UBS Chief Investment Office Global Wealth Management

daniel.kalt@ubs.com

Follow me!
www.ubs.com/followubs

Twitter: @daniel_kalt

WWW.Ubs.com/investmentviews
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Risk information

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.
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Risk information

Important Information About Sustainable Investing Strategies: Sustainable investing strategies aim to consider and incorporate environmental, social and governance
(ESG) factors into investment process and portfolio construction. Strategies across geographies and styles approach ESG analysis and incorporate the findings in a variety of
ways. Incorporating 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 sustainable
investments may be lower or higher than portfolios where ESG factors, exclusions, or other sustainability issues are not considered by the portfolio manager, and the
investment opportunities available to such portfolios may differ. 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.

Austria: This publication is not intended to constitute a public offer under Austrian law. It is distributed only for information purposes to clients of UBS Europe SE,
Niederlassung Osterreich, with place of business at Wéchtergasse 1, A-1010 Wien. UBS Europe SE, Niederlassung Osterreich is subject to the joint supervision of the European
Central Bank ("ECB"), the German Central Bank (Deutsche Bundesbank), the German Federal Financial Services Supervisory Authority (Bundesanstalt fur
Finanzdienstleistungsaufsicht), as well as of the Austrian Financial Market Authority (Finanzmarktaufsicht), to which this publication has not been submitted for approval.
UBS Europe SE is a credit institution constituted under German law in the form of a Societas Europaea, duly authorized by the ECB. Bahrain: UBS is a Swiss bank not licensed,
supervised or regulated in Bahrain by the Central Bank of Bahrain and does not undertake banking or investment business activities in Bahrain. Therefore, clients have no
protection under local banking and investment services laws and regulations. Brazil: This publication is not intended to constitute a public offer under Brazilian law or a
research analysis report as per the definition contained under the Comissdo de Valores Mobilidrios ("CVM") Instruction 598/2018. It is distributed only for information
purposes to clients of UBS Brasil Administradora de Valores Mobiliarios Ltda. and/or of UBS Consenso Investimentos Ltda., entities regulated by CVM. Canada: In Canada, this
publication is distributed to clients of UBS Wealth Management Canada by UBS Investment Management Canada Inc.. China: This report is prepared by UBS Switzerland AG
or its offshore subsidiary or affiliate (collectively as "UBS Offshore"). UBS Offshore is an entity incorporated out of China and is not licensed, supervised or regulated in China
to carry out banking or securities business. The recipient should not contact the analysts or UBS Offshore which produced this report for advice as they are not licensed to
provide securities investment advice in China. UBS Investment Bank (including Research) has its own wholly independent research and views which at times may vary from
the views of UBS Global Wealth Management. This report shall not be regarded as providing specific securities related analysis. The recipient should not use this document or
otherwise rely on any of the information contained in this report in making investment decisions and UBS takes no responsibility in this regard. Czech Republic: UBS is not a
licensed bank in the Czech Republic and thus is not allowed to provide regulated banking or investment services in the Czech Republic. Please notify UBS if you do not wish
to receive any further correspondence. Denmark: This publication is not intended to constitute a public offer under Danish law. It is distributed only for information
purposes to clients of UBS Europe SE, Denmark Branch, filial af UBS Europe SE, with place of business at Sankt Annae Plads 13, 1250 Copenhagen, Denmark, registered with
the Danish Commerce and Companies Agency, under No. 38 17 24 33.
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Risk information

UBS Europe SE, Denmark Branch, filial af UBS Europe SE is subject to the joint supervision of the European Central Bank ("ECB"), the German Central Bank (Deutsche
Bundesbank), the German Federal Financial Services Supervisory Authority (Bundesanstalt flr Finanzdienstleistungsaufsicht), as well as of the Danish Financial Supervisory
Authority (Finanstilsynet), to which this publication has not been submitted for approval. UBS Europe SE is a credit institution constituted under German law in the form of a
Societas Europaea, duly authorized by the ECB. France: This publication is distributed by UBS (France) S.A., French "société anonyme" with share capital of € 132.975.556, 69,
boulevard Haussmann F-75008 Paris, R.C.S. Paris B 421 255 670, to its clients and prospects. UBS (France) S.A. is a provider of investment services duly authorized according to
the terms of the "Code Monétaire et Financier", regulated by French banking and financial authorities as the "Autorité de Controéle Prudentiel et de Résolution".
Germany: This publication is not intended to constitute a public offer under German law. It is distributed only for information purposes to clients of UBS Europe SE,
Germany, with place of business at Bockenheimer Landstrasse 2-4, 60306 Frankfurt am Main. UBS Europe SE is a credit institution constituted under German law in the form
of a Societas Europaea, duly authorized by the European Central Bank ("ECB"), and supervised by the ECB, the German Central Bank (Deutsche Bundesbank) and the German
Federal Financial Services Supervisory Authority (Bundesanstalt fur Finanzdienstleistungsaufsicht), to which this publication has not been submitted for approval.
Greece: UBS Switzerland AG and its affiliates (UBS) are not licensed as a bank or financial institution under Greek legislation and do not provide banking and financial
services in Greece. Consequently, UBS provides such services from branches outside of Greece, only. This document may not be considered as a public offering made or to be
made to residents of Greece. Hong Kong: This publication is distributed to clients of UBS AG Hong Kong Branch by UBS AG Hong Kong Branch, a licensed bank under the
Hong Kong Banking Ordinance and a registered institution under the Securities and Futures Ordinance. UBS AG Hong Kong Branch is incorporated in Switzerland with
limited liability. India: UBS Securities India Private Ltd. (Corporate Identity Number U67120MH1996PTC097299) 2/F, 2 North Avenue, Maker Maxity, Bandra Kurla Complex,
Bandra (East), Mumbai (India) 400051. Phone: +912261556000. It provides brokerage services bearing SEBI Registration Number INZ000259830; merchant banking services
bearing SEBI Registration Number: INM000010809 and Research Analyst services bearing SEBI Registration Number: INHO00001204. UBS AG, its affiliates or subsidiaries may
have debt holdings or positions in the subject Indian company/companies. Within the past 12 months, UBS AG, its affiliates or subsidiaries may have received compensation
for non-investment banking securities-related services and/or non-securities services from the subject Indian company/companies. The subject company/companies may have
been a client/clients of UBS AG, its affiliates or subsidiaries during the 12 months preceding the date of distribution of the research report with respect to investment banking
and/or non-investment banking securities-related services and/or non-securities services. With regard to information on associates, please refer to the Annual Report at:
http://www.ubs.com/global/en/about _ubs/investor relations/annualreporting.html. Indonesia, Malaysia, Philippines, Thailand: This material was provided to you as a
result of a request received by UBS from you and/or persons entitled to make the request on your behalf. Should you have received the material erroneously, UBS asks that
you kindly destroy/delete it and inform UBS immediately. Any and all advice provided and/or trades executed by UBS pursuant to the material will only have been provided
upon your specific request or executed upon your specific instructions, as the case may be, and may be deemed as such by UBS and you. The material may not have been
reviewed, approved, disapproved or endorsed by any financial or regulatory authority in your jurisdiction. The relevant investments will be subject to restrictions and
obligations on transfer as set forth in the material, and by receiving the material you undertake to comply fully with such restrictions and obligations. You should carefully
study and ensure that you understand and exercise due care and discretion in considering your investment objective, risk appetite and personal circumstances against the risk
of the investment. You are advised to seek independent professional advice in case of doubt. Israel: UBS is a premier global financial firm offering wealth management,
asset management and investment banking services from its headquarters in Switzerland and its operations in over 50 countries worldwide to individual, corporate and
institutional investors. In Israel, UBS Switzerland AG is registered as Foreign Dealer in cooperation with UBS Wealth Management Israel Ltd., a wholly owned UBS subsidiary.
UBS Wealth Management Israel Ltd. is a Portfolio Manager licensee which engages also in Investment Marketing and is regulated by the Israel Securities Authority. This
publication is intended for information only and is not intended as an offer to buy or solicitation of an offer. Furthermore, this publication is not intended as an investment
advice and/or investment marketing and is not replacing any investment advice and/or investment marketing provided by the relevant licensee which is adjusted to each
person needs. The word "advice" and/or any of its derivatives shall be read and construed in conjunction with the definition of the term "investment marketing" as defined
under the Israeli Regulation of Investment Advice, Investment Marketing and Portfolio Management Law, 1995. Italy: This publication is not intended to constitute a public
offer under Italian law. It is distributed only for information purposes to clients of UBS Europe SE, Succursale Italia, with place of business at Via del Vecchio Politecnico, 3-
20121 Milano. UBS Europe SE, Succursale Italia is subject to the joint supervision of the European Central Bank ("ECB"), the German Central Bank (Deutsche Bundesbank), the
German Federal Financial Services Supervisory Authority (Bundesanstalt fur Finanzdienstleistungsaufsicht), as well as of the Bank of Italy (Banca d’ltalia) and the Italian
Financial Markets Supervisory Authority (CONSOB - Commissione Nazionale per le Societa e la Borsa), to which this publication has not been submitted for approval. UBS
Europe SE is a credit institution constituted under German law in the form of a Societas Europaea, duly authorized by the ECB. Jersey: UBS AG, Jersey Branch, is regulated
and authorized by the Jersey Financial Services Commission for the conduct of banking, funds and investment business. Where services are provided from outside Jersey, they
will not be covered by the Jersey regulatory regime.
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Risk information

UBS AG, Jersey Branch is a branch of UBS AG a public company limited by shares, incorporated in Switzerland whose registered offices are at Aeschenvorstadt 1, CH-4051
Basel and Bahnhofstrasse 45, CH 8001 Zurich. UBS AG, Jersey Branch's principal place business is 1, IFC Jersey, St Helier, Jersey, JE2 3BX. Luxembourg: This publication is not
intended to constitute a public offer under Luxembourg law. It is distributed only for information purposes to clients of UBS Europe SE, Luxembourg Branch, with place of
business at 33A, Avenue J. F. Kennedy, L-1855 Luxembourg. UBS Europe SE, Luxembourg Branch is subject to the joint supervision of the European Central Bank ("ECB"), the
German Central bank (Deutsche Bundesbank), the German Federal Financial Services Supervisory Authority (Bundesanstalt fir Finanzdienstleistungsaufsicht), as well as of the
Luxembourg supervisory authority (Commission de Surveillance du Secteur Financier), to which this publication has not been submitted for approval. UBS Europe SE is a credit
institution constituted under German law in the form of a Societas Europaea, duly authorized by the ECB. Mexico: This information is distributed by UBS Asesores México,
S.A. de C.V. ("UBS Asesores"), an affiliate of UBS Switzerland AG, incorporated as a non-independent investment advisor under the Securities Market Law due to the relation
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