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Treasury markets faced headwinds in December after the Fed indicated a slower pace of easing for 2025
during its final policy meeting. This capped a volatile year for US government bonds, with shifting market
expectations regarding the speed and extent of Fed rate cuts.

The yield on the 10-year US Treasury, which began the year at 3.86%, ended at 4.57%, having fluctuated between a
high of 4.7% in April and a low of 3.62% in September. This marks the first time since the 1980s that the 10-year yield
has increased for four consecutive years.

The Bloomberg US Treasury index lost 1.5% in December and 3.1% for the final quarter, notching a modest annual return
of 0.6%. In contrast, the Bloomberg Pan-European Aggregate lost 0.7% in December and dropped 0.1% for the fourth
quarter. Notably, US and euro high yield credit delivered the highest returns for 2024, at 8.2% and 8.6%, respectively.
Investment grade bonds also produced positive returns, with the Bloomberg US Credit index returning 2% and its euro
counterpart 4.7%.

Looking ahead, we maintain a Neutral recommendation on fixed income overall. The trajectory of yields will depend on
Fed rate cuts and the implementation of President Trump's policy proposals. We have adjusted our base case for 2025
rate cuts from 100 basis points to 50 basis points.

Takeaway: Within fixed income, we find investment grade bonds Attractive due to robust corporate fundamentals and
strong investor demand. We also upgraded high grade government bonds to Attractive, anticipating a favorable risk-
return profile, especially if economic growth slows more sharply than expected.
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For more, see the Weekly Global: Charting 2025 after robust returns in 2024, published 6 January, 2025.

The document and the information contained herein isintended for UBS internal use only and solely for the UBS employee to whom it was provided. It may in no circumstances be distributed outside of
UBS. Information contained in this document has not been tailored to the specific needs, investment objectives, personal and financial circumstances of aclient or any other recipient outside of UBS. This document
shall not be construed to include any legal or tax advice, investment research, sales prospectus, an offer or a solicitation of an offer to enter in any investment activity. Neither UBS nor its directors, employees or
agents accept any liability for any loss or damage arising out of the use of all or any part of this document. For further information, please contact the document owner.

Important information

Asafirm providing wealth management servicesto clients, UBS Financial Services, Incisregistered with the U.S. Securities and Exchange Commission (SEC) as an investment adviser and a broker-dealer, offering
both investment advisory and brokerage services. Advisory services and brokerage services are separate and distinct, differ in material ways and are governed by different laws and separate contracts. It isimportant
that you carefully read the agreements and disclosures UBS provides to you about the products or services offered. For more information, please visit our website at www.ubs.com/workingwithus.

© UBS 2024. All rights reserved. UBS Financial Services Inc. is asubsidiary of UBS AG. Member FINRA/SIPC.

There are two sources of UBS research. Reports from the first source, UBS CIO Global Wealth Management, are designed for individual investors and are produced by UBS Global Wealth Management (which
includes UBS Financial Services Inc. and UBS International Inc.). The second research sourceis UBS Group Research, whose primary business focusisinstitutional investors. The two sources operate independently
and may therefore have different recommendations. The various research content provided does not take into account the unique investment objectives, financia situation or particular needs of any specific individual
investor. If you have any questions, please consult your Financial Advisor. UBS Financia ServicesInc. isasubsidiary of UBS AG and an affiliate of UBS International Inc.
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