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As the Fed outlook 
remains unsettled, 
investors have an 
opportunity to 
make USD liquidity 
work harder 
without losing sight 
of access, quality 
and risk control.



Understanding the yield 
curve
Why maturities matter for liquidity 
allocations

The yield curve compares yields across maturities, 
from overnight cash to longer-dated securities. When 
the curve is inverted, shorter maturities yield more 
than longer ones. As the curve normalizes, investors 
may receive more compensation for extending 
modestly beyond overnight cash.

An illustrative comparison of the US Treasury yield 
curve at year-end 2025 and today shows how this 
trade-off has evolved. It highlights where the curve 
has steepened and where investors may now receive 
additional yield for taking a measured step beyond 
overnight liquidity.

For liquidity investors, the question is not whether to 
extend for yield alone. It is whether the additional 
yield is appropriate for the incremental duration, price 
sensitivity and liquidity risk.
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For US-dollar cash investors, the policy 
backdrop remains unusually open. Under 
Kevin Warsh, Chair of the US Federal 
Reserve (Fed) since 22 May 2026, early 
communication has sought to reinforce 
the Fed’s inflation-fighting credibility and 
signal firmness on price stability, but the 
direction of policy is still far from settled. 
Markets continue to weigh the potential 
policy direction from incoming economic 
data while Warsh’s preference to move 
away from forward guidance makes the 
path ahead less explicitly signposted.

Cash remains attractive
In this environment, cash deserves continued attention. Even 
after easing from recent peaks, USD money market strategies 
still offer meaningful yield given the current Federal Reserve 
targeted fed funds range of 3.50-3.75%. Record levels of 
assets in US money market funds, together with continued 
inflows, suggest that investors continue to value liquid 
solutions that can also generate income.

The shape of the US yield curve matters too (for background, 
see box: “Understanding the yield curve”). As the earlier 
inversion has given way to a more normal configuration, the 
trade-off between staying entirely overnight and extending 
into short-duration instruments has changed. The spread 
between two-year and three-month US Treasuries illustrates 
the shift: this part of the curve has not been so positively 
sloped since late 2022.

For cash that is not needed immediately, this opens the 
door to a more differentiated approach. Moving a 
measured portion into high-quality, short-duration liquidity 
solutions can improve income potential without turning 
cash into a broad risk allocation. The discipline lies in 
matching each cash bucket to its intended use, liquidity 
horizon and risk tolerance.

Source: UBS, Bloomberg, as of 31 August, 2026.
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Built for different 
rate outcomes
Current yield levels also give liquidity investors more 
flexibility across scenarios. If rates remain high or move 
higher, proceeds from maturing securities can potentially 
be reinvested at attractive yields. If rates decline, holdings 
purchased at higher yields may continue to provide income 
and could benefit from price appreciation. The point is not 
to predict the Fed’s next move, but to position liquidity 
solutions to remain useful across more than one outcome.

Risk discipline 
remains essential
Any additional yield should come from careful positioning, 
which doesn’t necessarily require  a broad increase in credit 
or liquidity risk. In credit-oriented options, this typically can 
mean staying investment grade only, focusing on  exposure 
in the BBB to AAA credit-quality range.
Duration discipline is equally important. Keeping maturities 
short can help limit price sensitivity and potential unrealized 
losses if yields rise. The aim is therefore not simply to reach 
for more income, but to earn an appropriate yield while 
keeping capital preservation and liquidity at the center of 
the allocation.

A more structured 
approach to cash
In practice, USD liquidity solutions should be managed as 
part of a broader cash framework rather than as a single 
undifferentiated pool. Some balances need daily availability. 
Others may have a longer holding period and can therefore 
move modestly further along the liquidity spectrum.

That framework can combine different vehicles for different 
purposes, including money market strategies, ultra-short 
bond strategies and short-duration fixed income 
approaches. What matters is that each layer of liquidity is 
aligned with its role: ready access where it is needed, and 
appropriate income potential where investors can accept a 
measured step along the risk and maturity spectrum.

For investors navigating persistent inflation uncertainty, an 
unsettled Fed path and changing curve dynamics, the aim 
is not to make a rate call, but to keep cash accessible, 
productive and aligned with risk tolerance through a more 
intentional liquidity solution.
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For global professional / qualified /institutional clients and 
investors. 
This document does not replace portfolio and fund-specific materials. 
Commentary is at a macro or strategy level and is not with reference 
to any registered or other mutual funds.

Americas 
The views expressed are a general guide to the views of UBS Asset 
Management as of September 2026. The information contained 
herein should not be considered a recommendation to purchase or 
sell securities or any particular strategy or fund. Commentary is at a 
macro level and is not with reference to any investment strategy, 
product or fund offered by UBS Asset Management. The information 
contained herein does not constitute investment research, has not 
been prepared in line with the requirements of any jurisdiction 
designed to promote the independence of investment research and is 
not subject to any prohibition on dealing ahead of the dissemination 
of investment research. The information and opinions contained in 
this document have been compiled or arrived at based upon 
information obtained from sources believed to be reliable and in good 
faith. All such information and opinions are subject to change without 
notice. Care has been taken to ensure its accuracy but no 
responsibility is accepted for any errors or omissions herein. A number 
of the comments in this document are based on current expectations 
and are considered “forward-looking statements.” Actual future 
results, however, may prove to be different from expectations. The 
opinions expressed are a reflection of UBS Asset Management’s best 
judgment at the time this document was compiled, and any obligation 
to update or alter forward-looking statements as a result of new 
information, future events or otherwise is disclaimed. Furthermore, 
these views are not intended to predict or guarantee the future 
performance of any individual security, asset class or market generally, 
nor are they intended to predict the future performance of any UBS 
Asset Management account, portfolio or fund.

Canada 
Services to Canadian persons for any strategy herein are provided by 
UBS Asset Management (Canada) Inc., a Nova Scotia corporation and 
a member of the UBS Asset Management business division of UBS 
AG, a publicly traded Swiss bank (NYSE: UBS). UBS Asset 
Management (Canada) Inc. is an indirect wholly-owned subsidiary of 
UBS AG and is registered as a portfolio manager and exempt market 
dealer (in all provinces of Canada), commodity trading manager 
(Ontario), adviser – commodity futures (Manitoba) and investment 
fund manager (Ontario, Quebec and Newfoundland), all pursuant to 
Canadian securities law. This document can be distributed in Canada 
to Accredited Investors who qualify as Permitted Clients only. The 
investment or fund referred to in this presentation may be a 
connected or related issuer of UBS Asset Management (Canada) Inc. 
in connection with a distribution of the investment or fund to 
investors in Canada.

EMEA 
For marketing and information purposes by UBS. 
Before investing in a product please read the latest prospectus and 
key information document carefully and thoroughly. Any decision to 
invest should take into account all the characteristics or objectives of 
the fund as described in its prospectus, or similar legal 
documentation. Investors are acquiring units or shares in a fund, and 
not in a given underlying asset such as building or shares of a 
company. The information and opinions contained in this document 
have been compiled or arrived at based upon information obtained 
from sources believed to be reliable and in good faith, but is not 
guaranteed as being accurate, nor is it a complete statement or 

summary of the securities, markets or developments referred to in the 
document. Members of the UBS Group may have a position in and 
may make a purchase and / or sale of any of the securities or other 
financial instruments mentioned in this document. Units of UBS funds 
mentioned herein may not be eligible for sale in all jurisdictions or to 
certain categories of investors and may not be offered, sold or 
delivered in the United States. The information mentioned herein is 
not intended to be construed as a solicitation or an offer to buy or sell 
any securities or related financial instruments. Past performance is not 
a reliable indicator of future results. The calculated performance takes 
all costs on the fund level into consideration (ongoing costs). The 
entry and exit costs, which would have a negative impact on the 
performance, are not taken into consideration. If whole or part of the 
total costs to be paid is different from your reference currency, the 
costs may increase or decrease as a result of currency and exchange 
rate fluctuations. Commissions and costs have a negative impact on 
the investment and on the expected returns. If the currency of a 
financial product or financial service is different from your reference 
currency, the return can increase or decrease as a result of currency 
and exchange rate fluctuations. This information pays no regard to 
the specific or future investment objectives, financial or tax situation 
or particular needs of any specific recipient. Future performance is 
subject to taxation which depends on the personal situation of each 
investor and which may change in the future. The details and opinions 
contained in this document are provided by UBS without any 
guarantee or warranty and are for the recipient's personal use and 
information purposes only. This document may not be reproduced, 
redistributed or republished for any purpose without the written 
permission of UBS Asset Management Switzerland AG or a local 
affiliated company. Source for all data and charts (if not indicated 
otherwise): UBS Asset Management. This document contains 
statements that constitute “forward-looking statements”, including, 
but not limited to, statements relating to our future business 
development. While these forward-looking statements represent our 
judgments and future expectations concerning the development of 
our business, a number of risks, uncertainties and other important 
factors could cause actual developments and results to differ 
materially from our expectations. A summary of investor rights in 
English can be found online at: ubs.com/funds-regulatoryinformation. 
More explanations of financial terms can be found at ubs.com/am-
glossary

Australia 
Confidential. For Professional/Institutional Investors only. Not for 
Retail distribution. This document is intended to provide general 
information only and has been provided by UBS Asset Management 
(Australia) Ltd (ABN 31 003 146 290) (AFS Licence No. 222605). For 
professional/institutional investors only. This document and its 
contents have not been reviewed by, delivered to or registered with 
any regulatory or other relevant authority in any jurisdiction. This 
document is for informational purposes and should not be construed 
as an offer or invitation to the public, direct or indirect, to buy or sell 
securities. This document is intended for limited distribution and only 
to the extent permitted under applicable laws in any jurisdiction. No 
representations are made with respect to the eligibility of any 
recipients of this document to acquire interests in securities under the 
laws of any jurisdiction. Using, copying, redistributing or republishing 
any part of this document without prior written permission from UBS 
Asset Management is prohibited. Any statements made regarding 
investment performance objectives, risk and/or return targets shall 
not constitute a representation or warranty that such objectives or 
expectations will be achieved or risks are fully disclosed. The 
information and opinions contained in this document is based upon 
information obtained from sources believed to be reliable and in good 
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faith but no responsibility is accepted for any misrepresentation, errors 
or omissions. All such information and opinions are subject to change 
without notice. A number of comments in this document are based 
on current expectations and are considered “forward-looking 
statements”. Actual future results may prove to be different from 
expectations and any unforeseen risk or event may arise in the future. 
The opinions expressed are a reflection of UBS Asset Management’s 
judgment at the time this document is compiled and any obligation to 
update or alter forward-looking statements as a result of new 
information, future events, or otherwise is disclaimed. You are advised 
to exercise caution in relation to this document. The information in 
this document does not constitute advice and does not take into 
consideration your investment objectives, legal, financial or tax 
situation or particular needs in any other respect. Investors should be 
aware that past performance of investment is not necessarily 
indicative of future performance. Potential for profit is accompanied 
by possibility of loss. If you are in any doubt about any of the contents 
of this document, you should obtain independent professional advice. 
Source for all data and charts (if not indicated otherwise): UBS Asset 
Management.

Singapore 
This document and its contents have not been reviewed by, delivered 
to or registered with any regulatory or other relevant authority in any 
jurisdiction. This document is for informational purposes and should 
not be construed as an offer or invitation to the public, direct or 
indirect, to buy or sell securities. This document is intended for limited 
distribution and only to the extent permitted under applicable laws in 
any jurisdiction. No representations are made with respect to the 
eligibility of any recipients of this document to acquire interests in 
securities under the laws of any jurisdiction. Using, copying, 
redistributing or republishing any part of this document without prior 
written permission from UBS Asset Management (Singapore) Ltd. is 
prohibited. Any statements made regarding investment performance 
objectives, risk and/or return targets shall not constitute a 
representation or warranty that such objectives or expectations will 
be achieved or risks are fully disclosed. The information and opinions 
contained in this document is based upon information obtained from 
sources believed to be reliable and in good faith but no responsibility 
is accepted for any misrepresentation, errors or omissions. All such 
information and opinions are subject to change without notice. A 
number of comments in this document are based on current 
expectations and are considered “forward-looking statements”. 
Actual future results may prove to be different from expectations and 
any unforeseen risk or event may arise in the future. The opinions 
expressed are a reflection of UBS Asset Management (Singapore) Ltd's 
judgment at the time this document is compiled and any obligation to 
update or alter forward-looking statements as a result of new 
information, future events, or otherwise is disclaimed. You are advised 
to exercise caution in relation to this document. The information in 
this document does not constitute advice and does not take into 
consideration your investment objectives, legal, financial or tax 
situation or particular needs in any other respect. Investors should be 
aware that past performance of investment is not necessarily 
indicative of future performance. Potential for profit is accompanied 
by possibility of loss. If you are in any doubt about any of the contents 
of this document, you should obtain independent professional advice. 
Source for all data and charts (if not indicated otherwise): UBS Asset 
Management (Singapore) Ltd. (UEN 199308367C)

China 
For eligible investors under the relevant laws and regulations of the 
People's Republic of China ("PRC") only. This document and its 
contents have not been reviewed by, delivered to or registered with 

any regulatory or other relevant authority in the PRC. This document 
is for informational purposes and should not be construed as an offer 
or invitation to the public, direct or indirect, to buy or sell securities. 
This document is intended for limited distribution and only to the 
extent permitted under applicable laws in the PRC. No representations 
are made with respect to the eligibility of any recipients of this 
document to acquire interests in securities under the laws of the PRC. 
Using, copying, redistributing or republishing any part of this 
document without prior written permission from UBS Asset 
Management is prohibited. Any statements made regarding 
investment performance objectives, risk and/or return targets shall 
not constitute a representation or warranty that such objectives or 
expectations will be achieved or risks are fully disclosed. The 
information and opinions contained in this document is based upon 
information obtained from sources believed to be reliable and in good 
faith but no responsibility is accepted for any misrepresentation, errors 
or omissions. All such information and opinions are subject to change 
without notice. A number of comments in this document are based 
on current expectations and are considered “forward-looking 
statements”. Actual future results may prove to be different from 
expectations and any unforeseen risk or event may arise in the future. 
The opinions expressed are a reflection of UBS Asset Management’s 
judgment at the time this document is compiled and any obligation to 
update or alter forward-looking statements as a result of new 
information, future events, or otherwise is disclaimed. You are advised 
to exercise caution in relation to this document. The information in 
this document does not constitute advice and does not take into 
consideration your investment objectives, legal, financial or tax 
situation or particular needs in any other respect. Investors should be 
aware that past performance of investment is not necessarily 
indicative of future performance. Potential for profit is accompanied 
by possibility of loss. If you are in any doubt about any of the contents 
of this document, you should obtain independent professional advice. 
Source for all data and charts (if not indicated otherwise): UBS Asset 
Management. The securities or products mentioned herein may only 
be permitted to be offered to approved PRC investors and/or eligible 
investors under the relevant PRC laws and regulations. The relevant 
PRC investors shall obtain applicable approvals/licenses/registrations 
from the relevant authorities (if applicable), and comply with the 
relevant laws and regulations.

Hong Kong
This document and its contents have not been reviewed by, delivered 
to or registered with any regulatory or other relevant authority in any 
jurisdiction. This document is for informational purposes and should 
not be construed as an offer or invitation to the public, direct or 
indirect, to buy or sell securities. This document is intended for limited 
distribution and only to the extent permitted under applicable laws in 
any jurisdiction. No representations are made with respect to the 
eligibility of any recipients of this document to acquire interests in 
securities under the laws of any jurisdiction.
Using, copying, redistributing or republishing any part of this 
document without prior written permission from UBS Asset 
Management is prohibited. Any statements made regarding 
investment performance objectives, risk and/or return targets shall 
not constitute a representation or warranty that such objectives or 
expectations will be achieved or risks are fully disclosed. The 
information and opinions contained in this document is based upon 
information obtained from sources believed to be reliable and in good 
faith but no responsibility is accepted for any misrepresentation, errors 
or omissions. All such information and opinions are subject to change 
without notice. A number of comments in this document are based 
on current expectations and are considered “forward-looking 
statements”. Actual future results may prove to be different from 



expectations and any unforeseen risk or event may arise in the future. 
The opinions expressed are a reflection of UBS Asset Management’s 
judgment at the time this document is compiled and any obligation to 
update or alter forward-looking statements as a result of new 
information, future events, or otherwise is disclaimed. You are advised 
to exercise caution in relation to this document. The information in this 
document does not constitute advice and does not take into 
consideration your investment objectives, legal, financial or tax 
situation or particular needs in any other respect. Investors should be 
aware that past performance of investment is not necessarily indicative 
of future performance. Potential for profit is accompanied by possibility 
of loss. If you are in any doubt about any of the contents of this 
document, you should obtain independent professional advice. 
Source for all data and charts (if not indicated otherwise): UBS Asset 
Management.
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