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Uncertainty remains elevated and economic data will likely weaken in the coming months, meaning further bouts of volatility are likely. (UBS)

ClO maintains view that S&P 500
will end the year higher than its
current level

06 May 2025, 7:43 pm CEST, written by UBS Editorial Team US Editorial Team

US stocks have recouped all losses since President Donald Trump’s “reciprocal” tariff announcement, with the
latest nine-day rally bringing the S&P 500 index 0.3% higher than where it stood on 2 April.

Better-than-feared first-quarter earnings and progress on tariff negotiations were key drivers of the recent equity strength,
while Friday's solid US labor report eased investor worries over an immediate recession.

CIO believes these factors should continue to support US equities, and maintains its view that the S&P 500 will end the
year higher than its current level.

First-quarter corporate profits have been better than we expected. Companies representing over 75% of the S&P
500 market capitalization have reported their first-quarter earnings, and corporate profits are likely to grow by 9% for
the first three months of the year—better than our initial expectations of around 5%. Nearly 60% of the companies are
beating sales estimates and 70% are beating earnings forecasts, only slightly softer than historical averages. Guidance has
also been reasonably good, in our view. Last week'’s highlights include better-than-expected mega-cap tech earnings amid
intact Al fundamentals, as well as “resilient” consumer spending, according to MasterCard and Visa. While we expect
trends to weaken in the coming months once higher-priced tariffed goods start to hit shelves, we believe markets are
likely to look through near-term economic weakness amid signs of progress on trade negotiations. We expect a return
to earnings growth of 10% in 2026.
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Ongoing tariff negotiations should lead to more positive headlines. On Sunday, Trump suggested that his
administration could strike trade deals with some countries as soon as this week, as trade talks with India, Japan, and South
Korea appeared to be making progress. In a television interview aired over the weekend, he also signaled a willingness to
lower tariffs on China at some point, following comments from Beijing last week that its doors are open for discussions.
While uncertainty remains elevated, we believe tariff extremes have likely peaked. We expect a variety of deals or sector
carve-outs to materialize before the 90-day pause period ends in July, with the effective US tariff likely settling closer to
15% by year-end.

Recent labor data points to near-term resilience amid a weakening trend. Friday's US labor report showed an
increase of 177,000 jobs in April, above market consensus but lower than a downwardly revised 185,000 in March. While
the unemployment rate was unchanged at 4.2%, average hourly earnings growth was relatively soft at 0.2%. The report
is in line with other recent jobs data, which includes falling job openings and higher initial jobless claims, suggesting a still
healthy job market that is showing some signs of weakness. We think this will allow the Federal Reserve to resume easing
in the second half of the year, cutting interest rates by 75-100 basis points this year to support US economic activity. We
expect the US economy to avoid a full-blown recession, though growth is likely to slow this year.

Still, uncertainty remains elevated and economic data will likely weaken in the coming months, meaning further bouts
of volatility are likely. With investor positioning less depressed following the latest rally, there may be less fuel to propel
stocks significantly higher in the near term. Phasing into the equity market can be an effective way to position for medium-
and longer-term equity upside while managing timing risks, while capital preservation strategies can provide a way to
manage near-term downside risks.

Original report: US equities to see support amid volatility, 5 May 2025.
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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-
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