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path to the top
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China is reducing its dependence on foreign countries and expanding its dominant position in many key
technologies. This increases competitive pressure on Europe and creates new dependencies in global supply
chains. For Switzerland, this means consistently building on strengths in precision, innovation, and niche
solutions, while diversifying both sales and procurement markets. Investors should also see this structural shift
as an opportunity. Quality companies that are technology leaders, build resilient supply chains, and benefit
from automation, electrification, and the expansion of artificial intelligence (Al) infrastructure are likely to be
well positioned to grow even in this environment. The cyclical acceleration in Europe should provide additional
support for markets.

For years, China has been making efforts to reduce its dependence on foreign countries and increase control over its own
value chains. The price of this growing independence is overcapacity, which is visible not only in China itself but also in the
West. For Europe, and therefore directly and indirectly also for Switzerland, this is far more than a peripheral geopolitical
issue. It affects the future of numerous sectors, including industries such as mechanical engineering and the automotive
sector, which remain crucial to the prosperity of the entire region.

In recent decades, China has steadily reduced its imports and replaced them with domestic products. The share of imports
in China’s economic output has fallen from just under 30% to below 15%. At the same time, the country has caught
up in many key technologies or even taken the lead, for example, in batteries, solar technology, high-voltage grids, and
components for robotics and Al infrastructure—and other sectors will undoubtedly follow.
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For the West, this means two things. First, competitive pressure on established industries is increasing, as Chinese providers
are emerging in more segments as low-cost and technologically mature competitors. Second, new dependencies are
arising, as China accounts for more than half of global exports in a growing number of products—including many
intermediate goods, machinery, and equipment that are indispensable for modern industrial processes.

This is intensifying trade policy tensions: The US has long been trying to reduce its dependence on Chinese imports. Tariffs
and export restrictions are at the center of these efforts, to which China has responded with tariffs and export controls
of its own. There is also awareness of the challenge in Europe, but as a federal construct, the European Union naturally
struggles to pursue a unified, coordinated strategy. Accordingly, China’s industrial expansion and the decline in its imports
from Europe have already contributed to the erosion of the production and employment base in countries such as Germany
and France, and this process is likely to continue and affect other industries, including in Switzerland.

For Switzerland—as a small, open economy with strong specialization in high-quality mechanical engineering, precision
technology, and niches within the automotive and supplier industries—the starting point is ambivalent. On the one hand,
there is a risk of margin pressure and market share losses if Chinese competitors move into higher-value segments. On
the other hand, opportunities are also emerging, especially in areas where Swiss companies have particular strengths, for
example, in high-precision components, specialized machinery, and the services sector.

For domestic industry, this means focusing on innovation, efficiency, diversification of sales markets, and close integration
into global and regional value creation networks. China’s pursuit of independence and its export dominance should be
understood not only as a challenge, but also as a source of inspiration. In Europe and Switzerland alike, this means securing
and promoting their own strengths, reducing existing dependencies, and avoiding new ones.

Investors should also understand this development as a structural shift, not just as a risk. Companies that actively manage
their dependence on individual markets and suppliers, strengthen their technological differentiation, and invest in research,
automation, and resilience are likely to be better positioned to grow in this environment. This supports investing in
companies that are technology leaders, perform indispensable functions in global supply chains, diversify their production
and procurement geographically, and benefit from automation, electrification, and the expansion of Al infrastructure. In
our view, various quality companies in industry, technology, and infrastructure offer opportunities to benefit from this
structural shift, while also cushioning the risks of increasing geoeconomic tensions. This appears particularly interesting at
present, as we see a cyclical recovery in Europe, which may also have a positive impact on the valuations of the relevant
equities. This also means investing selectively in Asian market leaders, including in China.
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Disclaimer

Hong Kong / Singapore: For Global Wealth Management clients of UBS AG Singapore / Hong Kong branch, please refer to
the HK/SG Marketing Material 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
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.

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.

Important Information About Sustainable Investing Strategies: This terminology refers to definitions in the UBS Sustainable
Investing Framework and does not refer or relate to any product-specific regulatory labelling regime or naming conventions.
Sustainable investing strategies aim to consider and incorporate environmental, social and governance (ESG) factors into
investment process and portfolio construction. Strategies across geographies approach ESG analysis and incorporate the findings
in a variety of ways. Incorporating ESG factors or sustainable investing considerations may inhibit UBS’s ability to participate in
or to advise on certain investment opportunities that otherwise would be consistent with the Client’s investment objectives. The
returns on a portfolio incorporating ESG factors or sustainable investing considerations may be lower or higher than portfolios
where ESG factors, exclusions, or other sustainability issues are not considered by UBS, and the investment opportunities available
to such portfolios may differ.

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).

Please  visit https://secure.ubs.com/global/en/wealthmanagement/insights/chief-investment-office/disclaimers/marketing-
material-disclaimer.html to read the full legal disclaimer applicable to this document.

© UBS 2026. The key symbol and UBS are among the registered and unregistered trademarks of UBS. All rights reserved.
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