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ClO recommends being invested in stocks, with a focus on the US, Al, and power and resources themes, but hedging those equity exposures to manage
near-term risks. (UBS)

Consider the broader context as
you navigate headlines

03 March 2025, 1:55 pm CET, written by UBS Editorial Team US Editorial Team

Ukrainian President Volodymyr Zelenskyy’s visit to the White House on Friday capped a volatile week for
markets as investors contended with fast-moving geopolitical developments, tech jitters, mixed economic
data, and renewed tariff threats.

British Prime Minister Sir Keir Starmer said over the weekend that European leaders had agreed to draw up a Ukraine
peace plan to discuss with the US, while European Commission President Ursula von der Leyen called for a step-up in
defense investment. Meanwhile, US President Donald Trump signed a new executive order launching an investigation into
the national security harm posed by lumber imports, after vowing to press ahead with the 25% tariffs on Mexican and
Canadian goods from tomorrow.

The volume, breadth, and speed of President Trump’s executive actions have caused elevated levels of uncertainty since his
inauguration six weeks ago as markets consider a wide range of potential outcomes. Hasty policymaking across a broad
range of areas could also lead to indirect risks to growth.

But we note that the US economy is entering this period of heightened uncertainty in robust health, notwithstanding
the tariff-induced volatility in the trade deficit. Underlying growth in themes like artificial intelligence and electrification
should also remain unaffected by the scope of the policy measures announced so far. We think investors should consider
the broader context as they navigate headlines on US trade, foreign, and domestic policies.

Trump is likely seeking trade deals to avoid putting US economic activity at risk. US Commerce Secretary Howard
Lutnick said the tariffs on Canadian and Mexican goods will go into effect tomorrow, but the exact level of the levies “is
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a fluid situation.” We do not expect tariffs on Canada and Mexico to be large, broad, or sustained, as this would have
a strong and direct impact on US growth and inflation that the Trump administration would want to avoid. While an
average effective tariff rate of 30% on Chinese imports is within our base case, and we would expect more countries to
be threatened with tariffs after Trump’s team evaluates reciprocal tariffs, we also expect various deals to be struck to limit
their overall breadth and scale. We believe Trump will be willing to seek deals in the first 100 days of his administration
to demonstrate his negotiating power.

A ceasefire in Ukraine remains likely this year amid greater European defense spending. The US-Ukraine minerals
agreement did not get signed following the clash between Presidents Trump and Zelenskyy, but we believe it is too soon to
conclude what role the US will play in the potential ceasefire talks between Russia and Ukraine. We have highlighted that
an imminent halt to the conflict is unlikely, but believe that a truce can be reached this year, with rising defense spending
from European countries. We expect select defense stocks in the region to benefit from rising security investments, but
would recommend preparing for such outcomes through structured strategies, given the still-elevated uncertainty on the
outlook.

President Trump’s domestic policies pose risks but the direct impact on the economy is limited so far. The US
government faces a potential shutdown later this month if a bipartisan deal on funding cannot be reached, while a
prolonged impasse over the debt ceiling looms in the summer. But we would expect the economy to bounce back quickly
once funding is restored. The longest previous shutdown was 35 days during the first Trump administration, which hit first
quarter 2019 growth by 0.2%. Overall, we note the risks of slower growth and higher inflation due to the second-order
effects and hasty execution of Trump’s domestic policies, but the direct impact on growth and inflation from measures
announced so far has yet to be significant.

So to navigate the volatility in the weeks and months ahead, we recommend being invested in stocks, with a focus on the
US, Al, and power and resources themes, but also hedging those equity exposures to manage near-term risks. Investors
should also ensure portfolios are well diversified with assets including quality bonds, gold, and alternatives.

Original report: Markets brace for volatility amid Trump policy showdown, 3 February 2025.
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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
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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
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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.
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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
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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.
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