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Structured investments may help investors harness volatility, offering potential for market upside while
managing downside risk.

Key points
• Amid heightened geopolitical risks and elevated volatility, investors may hesitate to deploy cash into the markets.

• Structured investments may help investors harness volatility, offering potential for market upside while managing
downside risk.

• Buffer autocallable growth enhanced asset return strategy (BA-GEARS) notes are a type of structured investment that
may provide both downside protection and potential upside participation.

• This article reviews example terms for a three-year BA-GEARS note linked to the S&P 500 and examines how such a
note would have performed historically, to better understand its risk and return profile.

This educational report has been prepared by UBS Financial Services, Inc. Please see important disclaimers and disclosures at the end of
the document.
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Example terms
Three-year BA-GEARS note:
• Index: S&P 500 Index

• If the S&P 500 is higher/unchanged after one year: If the S&P 500 is at or above its starting value after one year,
the note is automatically called, and the investor receives their original investment plus a 9% return.

• If the S&P 500 is lower after one year: In this scenario, the call option is not exercised, so the investor's capital will
remain invested in the note until maturity at the end of the three-year period, with these terms:

• 165% upside participation: If the S&P 500 is above its starting value at maturity, the investor receives their original
investment plus 165% of the index’s gain.

• 10% “Buffer” downside protection: If the S&P 500 is below its starting value at maturity, losses up to 10% are
fully protected. If the index is down more than 10%, the investor’s loss equals the index’s decline minus 10%.

Example: If the index is down 25%, the investor loses 15% (-25% + 10%) and receives 85% of their original
investment.

Historical review
To help understand the risk and return characteristics of BA-GEARS notes, we reviewed historical rolling returns since
February 1988 to see how notes with these terms would have performed. Here are our key findings:

• High probability of early call. In 80% of all periods, the S&P 500 Index rose in the first year, with an average return of
18.2% (see Figure 1). In these periods, the call provision would have been triggered, returning the original investment
(plus a 9% return) to the BA-GEARS note investors at the end of the first year.

Figure 1 - Stocks were usually higher after 1 year, triggering the BA-GEARS notes call feature
1-year rolling returns for the S&P 500 and the BA-GEARS notes (if called)

Source: Bloomberg, UBS, as of 20 March 2026

• Limited downside risk. In about 20% of periods, the S&P 500 was below its starting value after one year. In roughly
9% of all periods, the index remained below its starting value after three years (average loss: -21%). With the 10%
buffer, BA-GEARS note investors experienced a capital loss in only about 6.5% of periods, with the notes losing an
average of -13%.
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• Upside leverage. When the note was not called after one year, investors earned an average total return of 16.7%
(5.3% annualized), outperforming a direct investment in the S&P 500 (including dividends) in 78% of these periods,
thanks to the 165% upside participation. In these cases, the BA-GEARS note outperformed the S&P 500 by about
6.7% on average.

Figure 2 - Historically, about 80% of BA-GEARS would have been called after one year
Annualized returns, S&P 500 Index and BA-GEARS note

Source: Bloomberg, UBS, as of 20 March 2026

Note: This chart shows annualized returns. The 10% downside buffer is ~3.2% p.a. over the three-year investment period.

Table 1 - How would a BA-GEARS note have performed?
Annualized returns, S&P 500 and BA-GEARS note, depending on whether the note was called in the first year

Source: Bloomberg, UBS, as of 20 March 2026

1
 Conditional Value at Risk (CVaR 5%) reflects the average of the lowest 5% of returns. A higher value reflects a lower tail risk.

Page 3 of 5



For educational and marketing purposes

Conclusion
For investors hesitant to commit cash directly to equities, but seeking to benefit from market volatility and upside potential,
structured investments like Buffer Autocallable GEARS may be a consideration. Historically, these notes have offered a
way to invest cash earmarked for buying stocks on future dips, while helping reduce the risk of missing the early stages
of the next bull market.

BA-GEARS are usually called after the first year—and in those periods, the underlying index's return frequently exceeded
the call return. Therefore, these notes are unlikely to keep up with a direct stock allocation over the long term. Instead,
BA-GEARS notes may be a good way to invest excess cash (for example, cash that is earmarked for buying stocks on future
dips), or as a tactical position to take advantage of market volatility.

Due to lower volatility, terms for notes linked to other indexes, such as small cap stocks or international stocks, tend to
be more attractive than the terms for S&P 500-linked notes. Investors should consult their financial advisor to assess the
different options and consider the amount and type of structured investments to add to their portfolio.

Investors may want to consider investing in a variety of structured investments with different terms and underlying indexes.
The appropriate allocation will depend on objectives, risk tolerance (including issuer and underlying asset risk), and liquidity
needs. The secondary market for structured investments is limited, so it may be necessary to hold the note until maturity
before invested funds are accessible.

If you'd like to learn more, please see the CIO Research team's educational reports on the subject, including the following:
• Structured Investments: Considering outcome-oriented investments, published 7 December 2023

• Structured investments: Strategies for three investor challenges, published 5 June 2024

• Structured investments 101: Risk, return, and positioning considerations, published 31 July 2025
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Important information
Disclaimer
This material is published solely for informational purposes, may be distributed only under such circumstances as may be
permitted by applicable law, and is not to be construed as a solicitation or an offer to buy or sell any securities or related
financial instruments. This information is general in nature and does not take into account the specific investment objectives,
financial situation or particular needs of any recipient.
All information and opinions represent our current views on the topics covered which are based, in part, on information
and data obtained from third party and/or publicly available sources. While we believe those sources to be reliable, no
representation or warranty, express or implied, is made as to its accuracy or completeness (other than disclosures relating to
UBS and its affiliates) of that information.
The information presented is not intended to be a complete statement or summary of the securities, markets or developments
referred to in the materials. It should not be regarded by recipients as a substitute for the exercise of their own judgment. Any
opinions expressed in this material are subject to change without notice and may differ or be contrary to opinions expressed
by other business areas or groups of UBS as a result of using different assumptions and criteria. UBS is under no obligation to
update or keep current the information contained herein.
Cautionary statement regarding forward-looking statements. This report contains statements that constitute “forward-
looking statements”, including but not limited to statements relating to the current and expected state of the securities
market and capital market assumptions. While these forward-looking statements represent our judgments and future
expectations concerning the matters discussed in this document, a number of risks, uncertainties, changes in the market,
and other important factors could cause actual developments and results to differ materially from our expectations. These
factors include, but are not limited to (1) the extent and nature of future developments in the US market and in other
market segments; (2) other market and macro-economic developments, including movements in local and international
securities markets, credit spreads, currency exchange rates and interest rates, whether or not arising directly or indirectly from
the current market crisis; (3) the impact of these devel-opments on other markets and asset classes. UBS is not under any
obligation to (and expressly disclaims any such obligation to) update or alter its forward-looking statements whether as a
result of new information, future events, or otherwise.
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 source is UBS Group Research, whose primary business focus is institutional 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, financial situation or particular needs of any specific
individual investor. If you have any questions, please consult your Financial Advisor. UBS Financial Services Inc. is a subsidiary of
UBS AG and an affiliate of UBS International Inc.
About Our Wealth Management Services
As a firm providing wealth management services to clients, UBS Financial Services, Inc is registered with the U.S. Securities
and Exchange Commission (SEC) as an investment adviser and a broker-dealer, offering both investment advisory and
brokerage services. Investment advisory services and brokerage services are separate and distinct, differ in material ways and
are governed by different laws and separate agreements. It is important that investors understand the ways in which UBS
conducts business, that they carefully read the agreements and disclosures that UBS provides to them about the products
or services offered. A small number of UBS financial advisors are not permitted to offer advisory services to you, and can
only work with investors directly as UBS broker-dealer representatives. Your financial advisor will let you know if this is the
case and, if you desire advisory services, will refer you to another financial advisor who can help you. UBS' agreements and
disclosures will inform investors about whether we and our financial advisors are acting in our capacity as an investment
adviser or broker-dealer. For more information, please see www.ubs.com/workingwithus. In providing financial planning
services, UBS may act as a broker-dealer or investment adviser, depending on whether we charge a fee for the service. The
nature and scope of the services are detailed in the documents and reports provided to you as part of the service.
© UBS 2026. The key symbol and UBS are among the registered and unregistered trademarks of UBS. All rights reserved. UBS
Financial Services Inc. is a subsidiary of UBS AG. Member FINRA/SIPC.
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