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CIO expects moderate growth and solid returns for the remainder of the year, but volatility remains unpredictable. (UBS)

Safeguarding your lifestyle
against market downturns
15 May 2025, 08:09 UTC, written by UBS Editorial Team US Editorial Team

Funding a Liquidity strategy with enough resources to cover the next 3-5 years of your expected portfolio
withdrawals can help safeguard your lifestyle against market downturns.

Why fund a Liquidity strategy?

A Liquidity strategy helps you maintain your lifestyle through periods of market volatility. By funding your spending needs
with assets that prioritize capital preservation, you can avoid selling long-term investments at a loss during downturns.
We generally recommend setting aside enough to cover 3-5 years of portfolio withdrawals, as this has historically allowed
most balanced portfolios sufficient time to recover from even severe bear markets.

Why refill now?

Markets continue to face uncertainty, particularly due to recent US tariff increases and weaker economic growth (1Q 2025
GDP was -0.3%).

Despite these challenges, markets have rebounded from recent losses. We expect moderate growth and solid returns for
the remainder of the year, but volatility remains unpredictable. Rather than trying to time the market, we recommend
refilling your Liquidity strategy during bull markets—when markets are healthy, as they are today—ensuring you are
prepared for future downturns and your core portfolio remains aligned with your long-term allocation.

How much will I need?
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Your Liquidity strategy should reflect your anticipated withdrawals:

• If you are working: Maintain an emergency fund (6-12 months of expenses) plus funds for major planned expenses
in the next 3-5 years.

• If you are retired or approaching retirement: Set aside enough to cover all expected portfolio withdrawals over
the next 3-5 years, using cash, bonds, and borrowing capacity. Review your spending plans with your family and
advisor, including any upcoming large or discretionary expenses.

Consider whether you want to include any additional short-term spending goals—such as travel, home renovations, or
special gifts—while markets are healthy. Planning to “treat yourself” during healthy market environments can often buy
you more flexibility to reduce spending if markets decline in the future.

How to invest a Liquidity strategy

When building a Liquidity strategy, we implement a Core/Satellite approach using a variety of solutions. Here is a quick
overview of how we recommend using these solutions to build a customized strategy for your family's specific needs:

Core: Build a ladder of bonds or CDs, matching maturities to each year of planned withdrawals. This liability-driven
approach prioritizes capital preservation.

Satellite: For spending needs with uncertain timing or amount, we recommend a Three-Tier approach:

• Tier I (Everyday cash): For daily expenses; prioritize liquidity and safety (e.g., cash deposits).

• Tier II (Savings cash): For short-term but not immediate needs; consider fixed-term deposits or money market funds
for higher yield.

• Tier III (Investment cash): For medium-term spending (years 3-5); use solutions with some market or liquidity risk,
but still prioritize capital preservation.

Conclusion and next steps

In summary, fund your Liquidity strategy with enough resources—cash, bonds, and borrowing capacity—to cover 3-5
years of expected withdrawals. Any cash that exceeds these needs should be invested for long-term growth. For more
details, see our monthly report, UBS Wealth Way: Building and refilling the Liquidity strategy, and work with your
financial advisor to tailor a Liquidity strategy to your family's specific needs.

Main contributors – Daniel J. Scansaroli, Ainsley Carbone, Leslie Falconio, David Perlman, Justin Waring

Original report - A fresh chance to refill your Liquidity strategy, 13 May 2025.

UBS Wealth Way is an approach incorporating Liquidity. Longevity. Legacy. strategies that UBS and our Advisors can use
to assist clients in exploring and pursuing their wealth management needs and goals over different time frames. Time
frames 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. All investments involve the risk of loss, including
the risk of loss of the entire investment.

Disclaimer
This document is prepared and published by the Global Wealth Management business of UBS Switzerland AG (regulated by
FINMA in Switzerland), its subsidiaries or its affiliates ("UBS"), part of UBS Group AG ("UBS Group"). UBS Group includes former

https://www.ubs.com/content/dam/assets/wma/us/shared/documents/Building_and_refilling_the_Liquidity_strategy_April_2025.pdf?pdf?pdf
https://secure.ubs.com/public/api/v2/investment-content/documents/SOjuJOuqH0KfOvokpHuB_w?apikey=1AS8wxGGWLjxy6J92ees52Uz5ZrWmy6m
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Credit Suisse AG, its subsidiaries, branches and affiliates. In the USA, UBS Financial Services Inc. is a subsidiary of UBS AG and a
member of FINRA/SIPC. Additional Disclaimer relevant to Credit Suisse Wealth Management follows at the end of this section.
This document and the information contained herein are provided solely for your information and UBS marketing
purposes. Nothing in this document constitutes investment research, investment advice, a sales prospectus, or an offer or
solicitation to engage in any investment activities. This document is not a recommendation to buy or sell any security, investment
instrument, or product, and does not recommend any specific investment program or service.
Information contained in this document has not been tailored to the specific investment objectives, personal and financial
circumstances, or particular needs of any individual client. Certain investments referred to in this document may not be suitable
or appropriate for all investors. In addition, certain services and products referred to in the document may be subject to legal
restrictions and/or license or permission requirements and cannot therefore be offered worldwide on an unrestricted basis. No
offer of any product will be made in any jurisdiction in which the offer, solicitation, or sale is not permitted, or to any person
to whom it is unlawful to make such offer, solicitation, or sale.
Although all information and opinions expressed in this document were obtained in good faith from sources believed to be
reliable, no representation or warranty, express or implied, is made as to the document’s accuracy, sufficiency, completeness or
reliability. All information and opinions expressed in this document are subject to change without notice and may differ from
opinions expressed by other business areas or divisions of UBS Group. UBS is under no obligation to update or keep current the
information contained herein. The views and opinions expressed in this material by third parties are not those of UBS.
Accordingly, UBS does not accept any liability over the content shared by third parties or any claims, losses or damages arising
from the use or reliance of all or any part thereof.
All pictures or images ("images") herein are for illustrative, informative or documentary purposes only and may depict objects or
elements which are protected by third party copyright, trademarks and other intellectual property rights. Unless expressly stated,
no relationship, association, sponsorship or endorsement is suggested or implied between UBS and these third parties.
Any charts and scenarios contained in the document are for illustrative purposes only. Some charts and/or performance figures
may not be based on complete 12-month periods which may reduce their comparability and significance. Historical performance
is no guarantee for, and is not an indication of future performance.
Nothing in this document constitutes legal or tax advice. UBS and its employees do not provide legal or tax advice. This document
may not be redistributed or reproduced in whole or in part without the prior written permission of UBS. To the extent permitted
by the law, neither UBS, nor any of it its directors, officers, employees or agents accepts or assumes any liability, responsibility or
duty of care for any consequences, including any loss or damage, of you or anyone else acting, or refraining to act, in reliance
on the information contained in this document or for any decision based on it.
Additional Disclaimer relevant to Credit Suisse Wealth Management: Except as otherwise specified herein and/or
depending on the local entity from which you are receiving this document, this document is distributed by UBS Switzerland AG,
authorised and regulated by the Swiss Financial Market Supervisory Authority (FINMA). Your personal data will be processed
in accordance with the Credit Suisse privacy statement accessible at your domicile through the official Credit Suisse website
https://www.credit-suisse.com. In order to provide you with marketing materials concerning our products and services, UBS
Group AG and its subsidiaries may process your basic personal data (i.e. contact details such as name, e-mail address) until you
notify us that you no longer wish to receive them. You can optout from receiving these materials at any time by informing your
Relationship Manager.
Please visit https://www.ubs.com/global/en/wealth-management/insights/chief-investment-office/marketing-material-
disclaimer.html to read the full legal disclaimer applicable to this document.
© UBS 2025. The key symbol and UBS are among the registered and unregistered trademarks of UBS. All rights reserved.
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