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CIO continues to see opportunity in the Transformational Innovation Opportunities of AI, Longevity, and Power and resources. (UBS)

Markets likely to stay volatile in
the weeks ahead
09 April 2025, 1:55 pm CEST, written by UBS Editorial Team US Editorial Team

Tuesday's initial sharp gains for the S&P 500 on hopes of tariff progress abruptly evaporated later in the session
after it became clear the Trump administration would push ahead with punishing new tariffs on virtually all
imports. At one stage, the index was as much as 4% higher on Tuesday, putting it on track for its largest one-
day gain since 2022, before ultimately closing down by 1.6%.

With President Trump's reciprocal tariffs taking effect just after midnight Eastern Standard Time, including a 104% rate
on some Chinese goods, pressure on risk assets has ratcheted up.

Headlines remain challenging. President Trump in the last few hours accused China of manipulating its currency while
predicting Beijing would seek to cut a deal.

The historically large equity market swings at the start of this week follow a 10% fall in the S&P 500 in the two trading
sessions following the President’s 2 April announcement. The rebound early in Tuesday’s session may also have been partly
driven by technical factors, as equities had become significantly oversold following recent sharp declines.

What do we think?

Markets are likely to stay volatile in the weeks ahead as investor focus shifts between changing interpretations of the
Trump administration’s goals.

Our base case remains that after an initial phase in which tariffs rise further, US effective tariff rates should start to come
down from the third quarter of the year as legal, business, and political pressure mounts, and as deals with individual
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countries and industries are struck. We also expect the Federal Reserve to cut interest rates by 75-100 basis points to
support the US economy. In this scenario, we believe the S&P 500 can recover to 5,800 by year-end.

However, investors should prepare for additional near-term stock declines. We do not believe the S&P 500 is currently
priced for much beyond a mild recession (a drop to 3,500-4,500 would be more consistent with historical recessions, in
our view). And while an about-face from the Trump administration or court injunctions can’t be ruled out, in the near
term we think it is more likely that news flow will continue to worsen, including potential EU retaliation and an end to
exemptions on pharmaceuticals and semiconductors.

Even though the market may move even lower in the near term, periods of market stress have historically and consistently
offered long-term rewards for diversified investors who look through near-term volatility, stay the course, or put fresh
money to work.

Since 1900, a diversified portfolio has outperformed inflation by an average of 5.1% per year and outperformed cash by
4.6% per year (according to the Global Investment Returns Yearbook). History also shows that investors with excess cash
would have benefited from putting it to work in a balanced portfolio, even when stocks are in the middle of a drawdown.
Since 1945, a strategy to phase into a balanced 60/40 portfolio of S&P 500 and US government bonds over the course
of 12 months and then holding has outperformed cash (3-month Treasury bills) in roughly 74% of 1-year periods and
around 83% of 3-year periods. Strategies that started to phase in to diversified portfolios when the S&P 500 is more than
20% below its peak outperformed cash in roughly 87% of 1-year periods and almost all 3-year periods. (Click here to
read more on phasing into markets.)

What should investors do?

At times of heightened uncertainty and elevated volatility, there are broadly three strategies investors can pursue:

• Manage volatility. For investors concerned about the near-term risks and looking to hedge portfolios against
potential further declines.

• Take advantage of volatility. For investors unsure about the near term, but looking to utilize high levels of volatility
to earn additional portfolio income.

• Look through volatility: For investors who were under-invested going into the sell-off or are willing to take on
near-term risk for potential long-term reward.

We believe that there are ample opportunities for investors to pursue all three, enabling them to use current volatility to
build stronger portfolios for the future.

Original report: Equities fall further on tariff escalation, 9 April 2025.

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. Additional Disclaimer relevant to Credit Suisse Wealth Management follows at the end of this section.
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.

https://secure.ubs.com/public/api/v2/investment-content/documents/nJqSehV6OtbNePVYVyZN1A?apikey=1AS8wxGGWLjxy6J92ees52Uz5ZrWmy6m
https://secure.ubs.com/public/api/v2/investment-content/documents/KWLab7Mw-_0LT503_Stb4A?apikey=1AS8wxGGWLjxy6J92ees52Uz5ZrWmy6m


For UBS marketing purposes

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.
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
in accordance with the Credit Suisse privacy statement accessible at your domicile through the official Credit Suisse website
https://www.credit-suisse.com. In order to provide you with marketing materials concerning our products and services, UBS
Group AG and its subsidiaries may process your basic personal data (i.e. contact details such as name, e-mail address) until you
notify us that you no longer wish to receive them. You can optout from receiving these materials at any time by informing your
Relationship Manager.
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.
© UBS 2025. The key symbol and UBS are among the registered and unregistered trademarks of UBS. All rights reserved.

https://www.credit-suisse.com/
https://www.ubs.com/global/en/wealth-management/insights/chief-investment-office/marketing-material-disclaimer.html
https://www.ubs.com/global/en/wealth-management/insights/chief-investment-office/marketing-material-disclaimer.html

	Important Disclosures

