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Welcome to the Year Ahead 2021.

In a “Year of Renewal” we will see a world that is steadily returning to normal, 
despite continued uncertainty, while also rapidly accelerating into a trans-
formed future.

If investing in 2020 was about going resilient, large, and American, we think 
2021 will be about going cyclical, small, and global as the sectors and markets 
most heavily affected by lockdowns start to revive. 

At the same time, as the economy accelerates into the future, investors 
with an eye on the long term will need to add exposure to the disruptors 
 making our world more digital and sustainable, most notably in greentech, 
 fintech, and healthtech, and among the beneficiaries of 5G rollouts. 

We hope that this Year Ahead 2021 provides greater perspective on 
the  investment implications of our fast-changing world. We look forward 
to working together to help shape your portfolio for the future.

Foreword

Iqbal Khan Tom Naratil 
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A Year of Renewal

The recovery 
 

Our view 
We expect the wide-scale rollout of a vaccine 
in the first half of 2021 to enable global out-
put and corporate earnings to return to pre-
pandemic highs by the end of the year.

Investment	ideas
 – Diversify for the next leg with exposure 
to global equities, cyclicals with catch-up 
potential, and long-term winners.

 – Rebalance out of US large-caps and global 
consumer staples.

 Summary
Our view and investment ideas

The US
 

Our view
We think new political leadership will mean 
additional fiscal stimulus and more predictable 
policymaking, shifting market leadership ac-
cordingly. 

Investment	ideas
 – US mid-caps and industrials should see 
higher earnings growth than US large-caps.

 – Position for a weaker dollar by diversifying 
exposure across G10 currencies.

Interest rates 
 

Our view 
We anticipate few inflationary threats in 
2021, and expect interest rates to remain low 
for the foreseeable future.

Investment	ideas
 – Hunt for yield in select crossover bonds, 
emerging market USD-denominated sover-
eign bonds, and Asia high yield. Alternative 
means of income include selling volatility 
and employing leverage.

 – Diversify out of low-yielding cash and 
bonds.

Long-term investing
 

Our view
Future returns are likely to be lower than in 
recent years across all major financial assets. 
But the outlook for equities and other real as-
sets is more favorable than for government 
bonds and cash.

Investment	ideas
 – Invest in “The Next Big Thing,” reallocating 
existing technology exposure into 5G, 
 fintech, healthtech, and greentech.

 – Diversify into private equity by switching up 
to 20% of the public equity exposure in 
your portfolio to private equity.
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A Year of 
Renewal
2020 featured unprecedented shutdowns of economic activity, a fusion of 
monetary and fiscal policymaking, and a vote for new leadership in the US. 
2021 will see us start to shift back to pre-pandemic norms while simultane-
ously accelerating forward into the post-pandemic future. 

Outlook 2021

Mark Haefele
Chief Investment Officer
Global Wealth Management

Renewed	growth. 
We think the approval and rollout of a coro-
navirus vaccine by the second quarter, fiscal 
policymaking, and US voters choosing legis-
lative gridlock will enable corporate earnings 
in most regions to recover to pre-pandemic 
 levels by the end of the year. We expect the 
more economically sensitive markets and sec-
tors, many of which underperformed in 
2020, to outperform in 2021. Our preferred 
areas include small- and mid-caps, select 
financial and energy names, and the indus-
trial and consumer discretionary sectors.
 
For more:
 – Our views on the recovery; page 14
 – Ideas for the next leg; page 23



Outlook 2021

11Year Ahead 2021 – UBS House View

A	renewed	hunt	for	yield. 
Low interest rates and high government 
spending will persist, in our view, as policy-
makers attempt to mitigate the economic 
effects of pandemic control measures. In the 
near term, with the threat of inflation low, 
we think investors can still find positive real 
returns in emerging market (EM) USD-denom-
inated sovereign bonds, Asia high yield, and 
select “crossover bonds” with BBB and BB 
credit ratings. In the longer term, the com-
bined threat of government spending going 
too far, or not far enough, means investors 
may need to prepare for heightened inflation-
ary and disinflationary risks across regions.  

For more:
 – Where is economic policy headed; page 16
 – Our views on hunting for yield; page 27

New	leadership. 
2021 will bring a different mix of US political 
leadership, and we think new market leader-
ship will  follow. We expect fiscal stimulus and 
more predictable foreign relations to support 
cyclicals, including industrials and mid-caps. 
Meanwhile, we also expect higher  deficits to 
weaken the US dollar.  

For more:
 – What’s next for the US; page 19
 – How to position for a weaker dollar; page 30

A	new,	and	renewable,	future.	
The coronavirus pandemic has accelerated, 
rather than halted, most of the long-term 
trends already underway. We expect a world 
that is more indebted, more unequal, and 
more local to result in below-average long-
term returns across traditional asset classes. 
But we believe investors do have the oppor-
tunity to earn higher returns by positioning 
for a more digital future across 5G, fintech, 
and healthtech, and for a more sustainable 
one in greentech.  

For more:
 – Long-term outlook; page 34 
 – Our views on what could be “The Next Big 

Thing”; page 41
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Scenario analysis
Upside	scenario Central scenario Downside	scenario

Investment view

Diversify for the next leg (page 23)

Position for a weaker dollar (page 30)

Invest in “The Next Big Thing” (page 41)

Hunt for yield (page 27)

Buy into sustainability (page 51)

Diversify into private markets (page 53)

A diversified hedging strategy, including gold, 
dynamic allocation strategies, long duration, 
and option structures (page 26)

Pandemic	recovery

A highly effective vaccine becomes widely 
available by 1Q21 in leading economies.

Social activity normalizes by 2Q21.

GDP in developed countries returns to 
 pre-pandemic levels by end-2021.

An effective vaccine becomes widely 
available by 2Q21 in leading economies.

COVID-19 waves recur in the first half, 
but short-term restrictions and limited public 
fear allow social activity to normalize 
alongside a vaccine rollout by 3Q21.

GDP in developed countries returns to   
pre-pandemic levels by 2022.

Vaccine availability delayed, or with a lower 
efficacy than initially thought.

Public fear of COVID-19 is elevated, and 
restrictions on business activity recur 
throughout 2021, causing social activity to 
return to normal only by late-2021.

GDP in developed countries returns to  
pre-pandemic levels by 2023.

Economic policy

Central bank policy stays accommodative, 
albeit edging toward a tightening bias later 
in the year.

Low real rates and a weaker dollar boost 
global growth. 

Central banks maintain accommodative 
policy.

Real interest rates remain low and stable. 

Monetary policy support is increased to offset 
the effects of weak growth, but may be 
tapered if inflation rises unexpectedly.

Real rates rise initially, but subsequently trend 
down.

Geopolitics

The US government is able to agree on a 
larger-than-expected fiscal deal, closer to 
USD 2tr. 

The Biden administration begins a partial 
rollback of existing tariffs on China exports, 
supporting global growth.

The US government agrees on a fiscal deal 
worth USD 500–1,000bn, and does not 
increase tax rates.

US-China relations remain a long-term issue, 
but President-elect Joe Biden’s foreign policy 
is more predictable than that of his 
predecessor. 

Ongoing legal challenges to the US election 
result or partisan political disagreements create 
uncertainty about fiscal policy.

US-China trade tensions re-escalate, with the 
fundamental geostrategic rivalry between the 
US and China not tempered by the new US 
administration. 

Asset class targets for June 2021

S&P 500 (current: 3,532)
4,000 3,800 2,900

Euro Stoxx 50 (current: 3,443)
3,900 3,600 2,800

MSCI EM (current: 1,192)
1,390 1,280 900

SMI (current: 10,361)
11,500 11,000 8,800

USD	IG	spread	(current: 82bps)
60bps 80bps 200bps

USD	HY	spread	(current: 422bps)
350bps 400bps 700bps

EMBIG	spread	(current: 375bps)
280bps 340bps 550bps

EURUSD (current: 1.18)
1.25 1.22 1.12

Gold	(current: USD 1,875/oz)
USD 1,600–1,700/oz USD 1,950/oz USD 2,200–2,300/oz

Note: Asset class targets above refer to the respective macro scenarios. Individual asset prices can be influenced by factors not reflected  
in the macro scenarios.

Source: UBS, as of 12 November 2020
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Key questions

How quickly will the 
world recover?
We expect global economic output and corporate earnings to reach pre-pan-
demic levels by the end of 2021, enabling  economically sensitive markets and 
sectors to outperform. But  accelerated change means it is also important to 
retain exposure to structural growth.

2020 is set to be among the worst years for 
the global economy in more than 70 years. 
We think China will be the only large econ-
omy to record any growth, and estimate the 

US economy will have shrunk by roughly 4%, 
with developed markets as a whole and 
emerging markets ex-China contracting by 
5%–6%.

Key questions

Overall earnings should return to pre-crisis levels in 2021

CIO estimate for earnings, rebased to 2019 = 100

Earnings,	rebased 2019 2020 2021 2022 Share price performance  
year-to-date

US 100 84.5 103.3 120.5 9.7%

Asia ex-Japan 100 98.7 118.4 137.3 9.9%

Euro area 100 58.4 85.7 102.1 –6.8%

UK 100 55.0 75.9 89.9 –16.5%

Switzerland 100 91.0 101.9 112.5 –2.4%

EM 100 93.4 114.5 132.7 5.9%

Developed	markets 100 83.1 103.8 119.8 6.3%

Global 100 84.4 105.2 121.9 6.3%

Note: Consensus estimates for 2022

Source: Refinitiv Datastream, UBS, as of 11 November 2020
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Key questions

But we expect 2021 to be a Year of Renewal. 
Economic activity in China has already largely 
normalized. And following encouraging early 
vaccine efficacy data, we remain confident 
that vaccines will be widely available by the 
second quarter of 2021. This should help put 
Europe and the US on the path to a sustained 
recovery. 

If we are right, we expect corporate earnings 
to rebound quickly. We think developed mar-
ket earnings will roughly match 2019 levels  
in 2021. Meanwhile, we anticipate emerging 
market companies will earn around 15% 
more in 2021 than in 2019, powered by 
robust earnings growth in Asia.

Revived economic and corporate earnings 
growth should also mean renewed outperfor-
mance from those cyclical companies and 
markets that underperformed in 2020. We 
see particular catch-up opportunity in small- 

Related investment ideas page

Diversify for the next leg in global equities, especially in 
cyclicals with catch-up potential.

23

Invest in “The Next Big Thing” with exposure to themes like 
5G, fintech, healthtech, and greentech.

41

48% 
of investors are very or somewhat optimistic about the outlook 
for the global economy over the next 12 months, but that figure 
rises to 66% on a five-year view. 

Source: 3Q20 UBS Investor Sentiment survey

and mid-caps, select cyclicals, particularly in 
the industrial and consumer discretionary  
sectors, and in markets outside the US. For 
more, see page 23.

How	will	the	world	be	different	after	 
the recovery?
The pandemic has made our world both more 
digital and more local, and not all companies 
and individuals will be able to adapt. So while 
we think that in the short term investors can 
profit by investing in companies exposed to a 
cyclical recovery, this needs to be combined 
with exposure to the disruptors set to drive 
technological transformation over the decade 
ahead, including 5G, fintech, healthtech, and 
greentech. For more on how the pandemic 
has changed our world, see page 34, and for 
more on our top ideas for the decade ahead, 
see page 41.
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Key questions

Where is economic 
policy headed?
In 2021, we expect interest rates to remain low and fiscal spending to stay 
high. We believe this combination will prove supportive of equities and credit, 
and contribute to a weaker US dollar. 

2020 brought an unprecedented fusion of 
 fiscal and monetary policy: To fund social sup-
port packages, governments ran an aggregate 
deficit of over 11% of global GDP in 2020, 
while the world’s top five central banks 
printed an aggregate of USD 5tr.

Central banks printed USD 5tr in 2020 
Aggregate central bank balance sheets: Fed, BoJ, BoE, ECB, SNB
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Source: Fed, BoJ, BoE, ECB, SNB, UBS, as of 20 October 2020

Total, USD tr (lhs) 12-month change, year-over-year, % (rhs)

In 2021, we think governments in general will 
continue to “bridge the gap” until a  vaccine 
enables a return to normal economic func-
tioning. We also expect central banks to keep 
interest rates low to support growth and 
 inflation. 
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Key questions

But the longer-term path is less predictable.

One possibility is that governments recoil at 
the risk of higher debt and inflation, and pull 
back fiscal spending programs too far or too 
fast. Monetary policy alone is unlikely to be 
sufficient to support the economic recovery, 
so this outcome would likely mean an 
extended period of disinflation and low 
growth. 

A more likely possibility is that governments 
are reluctant to enact austerity policies, hav-
ing so far run much higher deficits without 
suffering higher inflation or borrowing costs. 
In this scenario, governments continue to run 
large deficits and loose monetary policy per-
sists even if inflation moves moderately 
higher.

Although neither scenario is likely to material-
ize in 2021, they could begin to shape a lon-
ger-term investor narrative, and therefore 
start to impact asset prices. To prepare for a 
scenario of higher inflation and negative real 
interest rates, we recommend investors seek 
out long-term secular growth, both in public 
(page 41) and in private markets (page 53).  
To prepare for disinflation and low or negative 
rates, investors should lock in available yield 
(page 27).

Just 38% of surveyed investors are worried about 
the impact of inflation on meeting their financial goals 
or objectives.

Source: 3Q20 UBS Investor Sentiment survey

Government debt-to-GDP rose  
by 20ppts in 2020
Median government debt-to-GDP for advanced economies,  

in %
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Key questions

When it comes to building a financial plan, 
we have to account for the fact that goods 
and services tend to rise in cost each year. 
Inflation can have a meaningful impact on 
how much investors must save in order to 
successfully fund their future goals. Even 
with just 2% inflation, prices would be 
80% higher over a 30-year time span. 
 Preparing for inflation requires that inves-
tors ensure their port folios have sufficient 
exposure to growth and “real” assets, like 
stocks and real estate, and it demands a 
careful awareness of withdrawal rates. 

The table below shows that higher infla-
tion expectations generally mean investors 
either have to reduce spending, or try 
to increase portfolio returns.

For example, an investor with USD 1mn 
who wants a less than 20% chance of 
having less than USD 500,000 left in 
30 years, and expects their assets to return 
2% per year with 4.7% volatility, could 
withdraw USD 19,000 in the first year, and 
then 2% more in each subsequent year.

“Safe” initial spending rate, assuming USD 1,000,000 of invested capital*

Exp.	return:	1%
Volatility:	3.3%

Exp.	return:	2%
Volatility:	4.7%

Exp.	return:	4%

Volatility:	7.7%

Exp.	return:	6%

Volatility:	12.1%

Annual 
nominal 
spending	
growth 

2% USD 15,000 USD 19,000 USD 27,000 USD 32,000

3% USD 12,000 USD 16,000 USD 23,000 USD 28,000

4% USD 11,000 USD 14,000 USD 20,000 USD 24,000

Source: UBS

* We define “safe” as a <20% probability that the investor would end a 30-year period with <50% of their initial capital. Greater 
certainty or desire for higher capital retention would generally imply a lower required spending level. Volatility assumptions are 
based on our estimated annualized volatility levels for multi-asset portfolios with the given expected returns. Estimates calculated 
to the nearest USD 1,000, using a 1,000-trial Monte Carlo model, assuming normally distributed annual returns over 30 years. 
No taxes on dividends or capital gains are assumed in this illustration. Considering taxes would generally lower “safe” spending 
rates in all scenarios.

How should I plan for inflation?

Related investment ideas page

Hunt	for	yield in EM USD-denominated sovereign bonds, 
Asian high yield, and crossover bonds.

27

Diversifying into private markets or investing in areas that 
could be “The Next Big Thing” could help improve long-term 
portfolio growth potential.

53
41
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Key questions

What’s next for  
the US?
We expect fiscal stimulus and the rollout of a vaccine to drive the economic 
recovery and outperformance for mid-caps and select cyclical sectors, relative 
to large-caps. The US dollar will depreciate, in our view. 

We identify three key effects:

 – Stimulus	to	boost	mid-caps. We think the 
new administration will be able to enact 
another coronavirus aid package worth 
between USD 500bn and 1tr, or roughly 
2.5%–5% of GDP, which should bode well 
for consumer spending and business confi-
dence, and help drive a shift in market lead-
ership away from large-caps and toward 
mid-caps. Mid-cap earnings are more lever-
aged to an economic recovery, and we 
expect them to grow at around twice the 
pace of large-cap earnings in 2021. 

 – A	higher	deficit	to	weaken	the	US	dol-
lar. We expect higher fiscal spending to be 
funded by a rising deficit, rather than addi-
tional taxes. Although spending can largely 
be funded by private domestic savings in 
the near term, as the economy begins to 
recover in 2021, we expect the private sec-
tor to increase spending, widening the cur-
rent account deficit and requiring a weaker 
dollar to attract external funding.

Over 50% 
of investors are planning to make 
changes to their portfolio in light  
of the US election result.

Source: UBS Investor Watch Pulse, as of 29 October 2020

At the time of writing, it looks likely that we 
will see a divided government, with a Demo-
cratic President and House along with a 
Republican-led Senate. This is likely to mean a 
smaller-than-anticipated, but still sizable, fiscal 
stimulus package. Political gridlock could also 
have some positive effects. Republican control 
of the Senate would make significant tax 
increases on businesses or individuals unlikely 
in the coming years. It would also reduce the 
probability of aggressive new regulation on 
healthcare or fossil fuel companies. More 
broadly, divided government lowers the 
potential for significant policy changes, reduc-
ing the potential for policy-induced market 
volatility. 
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Key questions

 – A	more	predictable	China	rivalry	to	
emerge. We think the Biden administration 
will renew the US’s approach to foreign 
relations, a tack that should improve rela-
tions with Europe in particular. Although 
the fundamental US-China geostrategic 
rivalry won’t change, we do think the new 
administration will be less likely to use tar-
iffs as a tool of foreign policy. Reduced 
trade tensions should support the economic 
recovery, reinforcing our preference for 
cyclicals such as industrials.

What’s next for US tech?
After a rally of over 50% in 2020, the top five 
US technology firms alone now represent 
around one-eighth of the MSCI AC World 

equity index, more than China, the UK, and 
Switzerland combined. We expect the tech-
nology sector to continue to benefit from 
strong secular growth in digital advertising, 
e-commerce, cloud computing, and the  
5G rollout. 

However, valuations have increased, and we 
think other segments of the market will see 
stronger earnings growth in 2021 as they 
recover from depressed levels. Anti-trust scru-
tiny also bears monitoring, although a divided 
government would reduce the probability of 
new regulations, and in any case we would 
expect judicial proceedings to take years to 
reach resolution.

 2.3

Cyclicals should see higher earnings growth than defensives and technology 
Consensus earnings per share growth in 2021, in %

0
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Industrials
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Communications
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Real estate

Utilities

S&P 500

Source: FactSet, UBS as of 12 October 2020
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Key questions

How should I think about my country allocation?

The US equity market now represents 
58% of the MSCI AC World equity index, 
up from 51% five years ago. Even though 
the US market has outperformed global 
stocks in 10 of the past 11 years, out-
performance doesn’t last forever. 

For US-based investors, home bias is 
another important factor. If the US stock 
market does poorly, this may be coinci-
dent with other financial challenges,  
such as higher unemployment, lower 
wage gains, or less home price apprecia-
tion. The equity allocation should take 
into account these other assets and future 

liabilities. Investing globally can help to 
diversify portfolios and protect investors 
against the inherent risks of such correla-
tions. 

As described on page 24, we expect the 
US to start to underperform ex-US stocks 
at some stage in 2021, and, as we show 
on page 37, over the long run. In general, 
we don’t recommend that investors allo-
cate more than 58% of their equity allo-
cation to US stocks in their public market 
portfolios, and would also encourage 
investors to allocate more to other regions 
in their private equity allocations. 

Related investment ideas page

Position	for	a	weaker	dollar, as we expect twin deficits and a 
diminished interest rate differential to weaken the greenback.

30

Diversify for the next leg in US mid-caps and cyclical sectors 
as the economic recovery drives a change in market leadership.

23
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Diversify for 
the next leg
We expect equity markets to move higher in 2021. In a Year of Renewal, we 
also believe some of 2020’s laggards will catch up. Investors need to think 
global, look for catch-up potential, and seek long-term winners.

Profits underlying major equity indexes have 
proven surprisingly resilient through the 
 pandemic when compared with the broader 
economy. This is because listed companies 
have a high exposure to digital, multination-
als, and goods relative to services. Looking 

ahead, monetary and fiscal stimulus should 
continue to provide a tailwind for stocks, and 
we anticipate significant earnings growth as 
the global economy recovers. Low interest 
rates also continue to make equity valuations 
look attractive relative to bonds and cash. 

Investment views

There is catch-up potential outside of US large-caps 
Earnings per share growth in 2019 vs. 2021 (consensus estimates), including year-to-date performance, in %
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Source: Refinitiv Datastream, UBS, as of 11 November 2020
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In 2021, we think investors should diversify 
for the next leg higher in equities by thinking 
global, looking for catch-up potential, and 
seeking long-term winners:

 – Think	global.	Robust corporate earnings 
and exposure to secular trends still speak in 
favor of the US market at the time of writ-
ing. However, amid relatively high valua-
tions and after outperforming global stocks 
in 10 of the past 11 years, US stocks will 
start to underperform other markets at 

some stage in the coming year, in our view. 
We expect the post-pandemic recovery in 
corporate earnings to be stronger in the 
more cyclically exposed Eurozone and UK 
markets, while valuations are more favor-
able in emerging markets, and Asia retains 
a combination of reasonable valuations, 
robust earnings, and secular growth. 
 Investors should prepare for the year ahead 
by ensuring they are not overexposed to 
US stocks, and we recommend considering 
implementing hedges to US equity exposure 

37% 
of surveyed investors plan to increase investments in the 
stock  market over the next year. Just 11% plan to decrease 
investments. 

Source: 3Q20 UBS Investor Sentiment survey

Equity risk premium still looks attractive
S&P 500 earnings yield minus 10-year US Treasury yield, in ppts, with median since 1960
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and diversifying into markets and sectors 
that have potential to catch up. Investors 
can retain exposure to  secular growth by 
seeking out companies  outside of the US, 
especially in Asia, which are exposed to key 
long-term trends (see page 34). 

 – Catch-up	2021. As economic normality 
starts to return, we expect some of the 
 relative laggards in 2020 to become out-
performers in 2021. Areas with the most 
catch-up potential, in our view, are US mid-
caps, EMU small- and mid-caps, select 
financial and energy stocks, and the indus-
trial and consumer discretionary sectors.  
By contrast, we expect the earnings growth 
and performance of global consumer sta-
ples companies to lag in 2021, while some 

of the primary stay-at-home beneficiaries 
could also begin to underperform as condi-
tions normalize. 

 – Seek	long-term	winners. Given the sig-
nificant structural changes afoot in the 
Decade of Transformation, it is important 
that investors complement cyclical exposure 
with exposure to secular growth. However, 
we should note that sectors that lead the 
way in one decade rarely continue to do so 
in the next. We think the Decade of Trans-
formation will be more about the sectors 
transformed by technology than the tech-
nology sector itself. Our picks as “The Next 
Big Thing” include 5G, fintech, healthtech, 
and greentech. 

Is it too late to buy?

Our forecasts suggest that the world 
 economy and corporate earnings will 
return to pre-pandemic levels in 2021.  
But with many broad market indexes 
already surpassing pre-pandemic highs 
in 2020, many investors are asking 
whether it’s too late to buy. 

Tactically, we still think there is plenty of 
opportunity both in catch-up plays, and in 
structural winners that can continue reach-
ing new highs. But strategically, investors 
should pay less attention to market timing

and more to the long-term picture. So in 
times of uncertainty, investors should take 
advantage of volatility to enter markets.

Assuming 6% annual earnings growth, 
earnings can be expected to be 5.7x 
higher over a 30-year horizon; market 
 valuations may change over time, but 
rarely change by a factor of more than 5x. 
Given the choice between investing imme-
diately or waiting for stocks to get 
cheaper, putting money to work for the 
long term is usually the best choice.
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Using bonds alone as a hedge for falling 
equity markets is more costly and poten-
tially less effective than in the past, due to 
low yields. We think investors looking for 
protection should instead consider a diver-
sified set of hedging approaches.

First, investors can consider reducing their 
overall fixed income allocation and con-
centrating a greater allocation in longer-
dated bonds to benefit from their greater 
interest rate sensitivity. 

Second, investors should consider incor-
porating dynamic asset allocation strate-
gies, which can adjust their exposure to 
risk assets based on market conditions.  

Third, investors can incorporate equity 
replacement strategies—such as struc-
tured solutions with downside protec-
tion—to sacrifice some upside potential  
in exchange for investments that give  
an asymmetric return profile.

Finally, we continue to see gold as an 
attractive hedge in a portfolio context, 
particularly in a low real interest rate  
environment.

How can I protect against downside risks?
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Hunt for yield
We expect interest rates on cash and bond yields to stay at very low levels for 
the foreseeable future. The renewed hunt for yield means investors need to 
take a look at the role of cash and bonds in portfolios and consider being 
more active, increasing exposure to emerging markets and Asia, or finding 
alternative means of earning income.

Excess capacity and accommodative central 
bank policy mean we do not expect rates or 
government bond yields to move significantly 
higher in 2021. While this makes it challeng-
ing for investors to find yield in cash and high 
quality bonds, we think the investment envi-
ronment is conducive to credit, with economic 
output steadily recovering, and fiscal and 
monetary policy helping keep defaults in 
check.

Investors looking to enhance portfolio income 
can consider the following options: 

 – Being	more	active.	With earnings recov-
ering in 2021, we think credit fundamen-
tals and credit ratings will also start to 
improve. Yet the disruption caused by the 
pandemic will have divergent effects, 
which could boost returns for more active 
investors. For example, risk-tolerant inves-
tors can earn potentially significant returns 

Stock of negative-yielding debt at a new record high 
Outstanding level of bonds with negative yields, in USD tr

3.3

Source: Bloomberg, UBS, as of 6 November 2020
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by anticipating key rating agency action, 
and investing in select euro- or US dollar-
denominated bonds in the crossover zone 
(hence the name “crossover bonds”) 
between investment grade and sub- 
investment grade.  

 – Looking	to	emerging	markets	and	Asia.	
With yields of near 5% (or 400bps spreads 
over US Treasuries), emerging market  

USD-denominated sovereign bonds com-
pensate well for their risks, in our view. We 
think spreads could tighten to 340bps as 
global demand returns and oil prices 
recover. Meanwhile, Asia HY offers some of 
the most attractive yields in the credit 
space, at near 8%. The asset class is backed 
by a positive outlook for Chinese property 
bonds that benefit from easy domestic 
liquidity conditions.  

49% 
of surveyed investors said that  “getting more yield” was their 
 “portfolio priority” for the next six months. Equities (50%), 
 structured solutions (38%), and bonds (35%) were among 
the most cited means of achieving this goal.

Source: 3Q20 UBS Investor Sentiment survey
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Investors in USD-denominated bonds should note we expect a weaker dollar in 2021, so  
hedging this currency exposure may be beneficial, depending on an investor’s base currency:

Currency 12m forecast  
vs. USD

Forward  
rate

Forecast  
appreciation  

relative to USD  
forward rate

Worth hedging  
USD exposure?

EUR 1.23 1.19 3.4% Yes

CHF 0.89 0.91 2.2% Provided  
implementation  
costs are <2.2%

GBP 1.37 1.33 3.0% Yes

CNY 6.30 6.80 7.4% Yes

SGD 1.30 1.35 3.7% Yes

Source: UBS, as of 11 November 2020

What role should bonds play in my portfolio?

Traditionally, holding a combination 
of equities and bonds in portfolios has 
enabled investors to make portfolio with-
drawals during crises without needing to 
sell stocks at depressed prices. But with 
bond yields now close to zero, the drag 

of holding bonds in portfolios is getting 
bigger. As a result, we think investors need 
to shift excessive high quality bond alloca-
tions toward credit, hedge funds, and pri-
vate debt to meet return objectives. 

Finding alternative income. Other means 
of boosting yield in the current elevated vol-
atility environment include strategies like 
put writing, for those who can implement 
options, or structured solutions that offer a 
fixed coupon payment until maturity based 
on movements in underlying equity or com-
modity markets. We also view direct lending 
and core real asset strategies as attractive 
long-term income generating instruments. 

Finally, with the yield gap between US high 
yield credit and short-term rates at a multi-
year high, and the Fed projecting that bor-
rowing costs will not rise until 2023, inves-
tors should also consider whether adding 
leverage to their financial plan could boost 
their probability of success.
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Position for  
a weaker dollar
We expect the US dollar to weaken in 2021 due to a recovering global 
 economy and a diminished interest rate differential. To position for this,  
we think investors should  diversify across G10 currencies or into select 
emerging  market currencies and gold.

The US dollar index has already dropped close 
to 10% from its highs in March 2020, and we 
anticipate renewed weakness in 2021. We 
expect continued large US fiscal deficits at the 
same time as US private sector savings are 
starting to fall, exacerbating external funding 
requirements. In addition, a recovering global 

economy and heightened focus on US  
indebtedness are likely to reduce safe-haven 
demand for the currency. And the interest 
rate advantage the US dollar previously held 
over other currencies in recent years has now 
eroded.

Real yields are higher in Europe 
2-year EURUSD inflation-adjusted swap rate  

3.5

Source: Macrobond, UBS, as of 1 November 2020
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A	diversified	set	of	G10	currencies.	
We see medium- to long-term upside poten-
tial in the EUR, GBP, CHF, and AUD against 
the US dollar. The euro is well placed to bene-
fit from a recovery in global export demand 
as the pandemic fades and US stimulus boosts 
growth. We forecast EURUSD to rise into the 
1.20–1.25 range by end-2021. We also view 
the Swiss franc and the Japanese yen as supe-

rior safe havens to the US dollar, given that 
investors could become more concerned 
about the US’s indebtedness at the same time 
as the Swiss National Bank relaxes its interven-
tions, and as growth in Asia rebounds. 
 
For our currency forecast table, see page 59.

Here are our top three ways to position  
for a weaker dollar:  

An equal-weighted FX basket has historically outperformed the USD 
Rolling investment in one-month USD cash deposits vs. a basket of five currencies (EUR, JPY, GBP, 

AUD and CHF)

3.6

Performance figures refer to the past and past performance is not a reliable indicator of 
future performance/results.
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How do currencies fit in a portfolio?

As a general principle, we think investors 
should own the currencies in which they 
have liabilities or spending plans. For 
instance, a Eurozone-based investor whose 
family spends most of their time and 
money in Europe should generally keep 
the majority of their wealth in euros or 
hedged into euros. 

For other investors, however, a wider mix 
of currencies may be more suitable. For 
example, some investors may find that 
they have assets in excess of future liabili-
ties or spending needs, in which case 
return maximization becomes a primary 
goal. Historical analysis suggests that an 
equal-weighted basket of currencies has 
provided higher returns than the USD over 
the long term. 

Emerging	market	and	APAC	currencies.	
We like Asian currencies with a high yield, 
such as the Indian rupee and Indonesian 
rupiah, and those with cyclical exposure, such 
as the Singapore dollar and Chinese yuan. 
The yuan could additionally benefit from capi-
tal inflows as access to Chinese capital mar-
kets eases further. The low-yielding Taiwan 
dollar is our least preferred  currency in Asia. 
Elsewhere, we think the Russian ruble will 
benefit from a global  economic recovery, 
especially if oil prices increase, as we forecast. 

Gold. 
Gold was one of the best-performing assets 
in 2020, rallying over 25%. In an environment 
of higher growth, we don’t expect last year’s 
gains to be repeated in 2021. But the precious 
metal can still act as a hedge against geo-
political uncertainty, while low rates keep the 
opportunity cost of holding it low.
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The Decade of Transformation

Plainpicture

The Decade of  
Transformation
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The Decade  
of Transformation
The global coronavirus pandemic has accelerated many of the trends 
already in evidence when we entered this Decade of Transformation. 
We think the post-crisis world will be more indebted, more unequal, 
and more local—but also more digital, and more sustainable. 

The Decade of Transformation

Excess savings should enable relatively com-
fortable debt financing in the near term.  
But in the medium term, we think that debt 
financing will require some combination of 
higher taxation, regulation to encourage 
greater institutional investment in government 
bonds, or moderately higher inflation (see 
page 16), underscoring the importance of 
owning “real” assets such as equities.

Post-COVID-19 debt levels are forecast to increase 
US Federal debt held by the public, 2000 to 2050, in % of GDP 

4.1
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More	indebted.	
We forecast that advanced economies’ debt-
to-GDP ratios will be over 20 ppts higher by 
the end of 2021 than at the end of 2019. 
And, given aging populations, minimal soci-
etal appetite for fiscal austerity, and low debt- 
servicing costs, we expect government spend-
ing to remain elevated by historical standards. 

To explore the digital 
experience of the  
Year Ahead 2021, visit 
ubs.com/year-ahead 

https://www.ubs.com/global/en/wealth-management/chief-investment-office/market-insights/2021/year-ahead.html?campID=QR-CIOYEARAHEAD2021-GLOBAL-ENG-PRINT-REPORT#chapter4
https://www.ubs.com/global/en/wealth-management/chief-investment-office/market-insights/2021/year-ahead.html?campID=QR-CIOYEARAHEAD2021-GLOBAL-ENG-PRINT-REPORT#chapter4
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More	local.	
Political considerations in an increasingly  
multipolar world, security concerns in light  
of the pandemic, consumer preferences tilting 
toward sustainability, and new technologies 
enabling localized production are all contrib-
uting to the world becoming more local. The 
aggregate effect on growth and inflation is 
unclear. But these factors can be expected to 
favor companies exposed to automation and 
robotics, companies already factoring sustain-
ability into their supply chains, and companies 
based in ASEAN and India that could benefit 
from supply chain diversification out of China.

68% 
of business owners say they expect digitali-
zation to have a positive effect on their 
business. 61% say they expect sustainability 
to have a positive effect. 

Source: 3Q20 UBS Investor Sentiment survey
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Source: Sample of 8,572 randomly selected adults from the GALLUP panel, interviewed over the phone 
from 16 March to 22 March 2020

Higher-paid workers are likelier to be able to work from home
% of US respondents who worked from home or stayed home from work and were unable to work

4.2

More	unequal.	
The pandemic has had a negative effect on 
employment for lower-skilled workers, while 
the nature of knowledge work, which can 
largely be performed from home, and the 
financial markets’ good performance have 
favored high-income and high-wealth individ-
uals. In the future, technological disruption 
could widen the wealth gap even further. 
Whether wealth inequality reaches its political 
limits in the coming years remains to be seen, 
though we should expect to see more political 
leaders running on platforms that include 
some element of wealth redistribution. The 
resulting potential regional variations in  
economic policy make global diversification 
particularly important.
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More	digital.	
The COVID-19 pandemic has forced much 
faster digital adoption and disrupted estab-
lished norms. This could transform various 
industries (see page 41), and, combined with 
the unfolding impact of the fourth industrial 
revolution, could boost medium-term produc-
tivity. The crisis could also have the effect of 
suppressing real interest rates because the 
more efficient use of capital stock and a shift 
from tangibles to intangibles lower the 
demand for investment capital. On the flip 
side, a more digital world will produce its fair 
share of losers too. We see particular risks for 
physical retail and traditional energy over the 
course of the next decade. 

More	sustainable.	
Demand for carbon is still rising, but in 2020 
the EU and Japan pledged to go carbon neu-
tral by 2050, and China promised to do the 
same by 2060. Stricter environmental regula-
tions could mean higher costs for some  

The EU’s goal is climate neutrality by 2050

4.4
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Source: BP Statistical Review of World Energy, UBS, as of October 2020

net-zero greenhouse 
gas emissions by 2050

55% reduction 
from 1990 levels 
by 2030

businesses. But companies that are well  
positioned for the transition, such as those 
providing greentech solutions, stand to  
benefit from a more sustainable world.

The pandemic has triggered more 
corporate conversations about  
localization 
Number of mentions of keywords related to supply chain 

diversification in transcripts

4.3

Source: UBS Evidence Lab, as of 12 October 2020
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Investing in the 
 Decade Ahead
In the next decade, investors will likely need to take on more risk to achieve 
the same returns as in the past decade. Cash and the safest bonds are likely 
to deliver negative real returns for the foreseeable future, while credit and 
equity still offer attractive risk premiums, in our view. We also see private 
market and sustainable assets as valuable in a portfolio context.

Asset class forecast

 
Cash	and	bonds
High government debt levels, societal calls for 
higher government spending, and reduced 
demand for capital in a digital world mean 
real interest rates are likely to remain at very 
low levels for the foreseeable future, in our 
view. Moreover, the move to average inflation 
targeting frameworks indicates that central 
banks will tolerate moderately higher levels of 
inflation. As a result, we think cash and high 
quality bonds will deliver a negative real 
return over the long term. On average, we 
expect 2.2% annual nominal returns in USD 
high grade bonds and only slightly positive 
total returns in EUR and CHF bonds over the 
next 15 years. Such low potential returns, as 
well as the reduced ability of high grade 
bonds to provide meaningful positive returns 
during equity drawdowns, suggest that inves-
tors should instead look to credit and alterna-
tive assets.

Credit
Total returns in credit are likely to be lower 
than in the previous decade. But, given that 
many central banks have added credit to their 
purchase lists, and in light of the very low 
yields in government bonds, we think credit 
should continue to play an important role in 
portfolios. We anticipate both default rates 
and spreads will decline below past averages 
as a result of low yields globally. We expect 
annual returns of 4.9% both for USD high 
yield credit and for emerging market USD-
denominated sovereign bonds, and we fore-
cast US investment grade credit will return 
2.7%.

Equities
The anticipated bounceback from the corona-
virus crisis notwithstanding, we expect muted 
long-term economic growth in developed 
markets due to aging populations and high 
debt levels. Corporate net margins also face 
pressure from potentially higher taxation and 
minimum wages, political and security consid-
erations, and tighter environmental regula-
tions. That said, we think multiples should be 
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well supported due to low interest rates, and 
we note risk premiums are higher than histori-
cal norms. The increased use of technology 
and changes to established working practices 
driven by the pandemic could also lead to 
higher worker productivity.

Overall, we expect nominal returns to average 
5%–8% annually in developed markets (in 
USD), in comparison to 9% over the past 
15 years. Regionally, we think the long-term 
outlook is most promising for emerging  
market stocks, which we expect to average  
a 9.4% annual return (versus 4% over the 
past 15 years) thanks to lower initial valua-
tions, a more favorable overall demographic 
profile, and greater potential for productivity 
gains. Investors seeking higher returns can 
also consider specific themes and sectors that  
we think have higher growth potential (see 
page 41). 

Alternatives
Amid lower returns in developed market equi-
ties, and given the increased opportunity cost 
of using bonds to stabilize portfolios, inves-
tors will need to search for alternative sources 
of returns and diversification such as private 
markets and hedge funds. Private markets 
require long capital commitments, but we 
expect returns of more than 10% per year in 
private equity, around 3ppts higher than pub-
lic equity, and 8% per year in private debt. For 
more on this topic, please see page 53. Mean-
while, we expect funds of hedge funds overall 
to return approximately 3.6% (in USD) per 
year, over the long term. We think higher 
returns are possible among select managers in 
the thematic and equity selection space due 
to the structural changes set in motion by the 
pandemic.

Commodities
Prices are currently cyclically depressed, and 
energy prices in particular have ample room 
to recover in the wake of the pandemic. Over-
all, we think broad commodities indexes 
will return roughly 5% annualized over the 
 coming 15 years, driven by strong expected 
returns in energy. We expect gold to return 
2%–3% a year. 

Currencies
We expect the US dollar to weaken in the 
years ahead, so it is important to review dollar 
exposure and implement hedges if necessary 
(see page 29 for guidance). On the other 
hand, we think broad emerging market cur-
rencies, as well as the Japanese yen and the 
British pound, offer the most upside potential 
over the long term. International investors 
who hold assets in these markets should keep 
the currency exposure to benefit from this 
expected appreciation, in our view.

Real estate
In a low interest rate environment, real estate 
remains an attractive investment for income 
generation in our view, particularly when 
compared with cash or government bonds. 
Real estate’s inflation protection characteris-
tics may prove beneficial in a more indebted 
world. While we do not think that either city 
living or the office market has been perma-
nently impaired due to the pandemic, active 
private real estate strategies should provide 
better returns compared with low yield buy-
and-hold strategies. We still expect nominal 
returns to average 6%–7% annually in private 
real estate (in USD), compared to the average 
of 8.5% over the past two decades. 
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Forecasts for the next 15y

Return	p.a. Volatility	p.a.

Liquidity

Cash USD / EUR / CHF / GBP 1.6% / 0.5% / 0.1% / 1.0% 0.0%

Bonds

USD / GBP high grade bonds 5–10 years 2.2% / 1.3% 5.1% / 4.6%

EUR / CHF high grade bonds 5–10 years 0.6% / 0.7% 4.1% / 4.3%

USD inflation linked bonds 1.5% 4.7%

USD corporate intermediate bonds (IG) 2.7% 4.8%

USD / EUR high yield bonds 4.9% / 3.6% 10% / 9.1%

USD / EUR senior loans 5.2% / 4.2% 7.5% / 7.4%

Emerging market sovereign bonds (USD) 4.9% 9.5%

Equities

US 7% 15.9%

Emerging Markets (USD) 9.4% 20.7%

Eurozone 7.2% 17.8%

UK 8.1% 16.1%

Japan 5.1% 19.2%

Switzerland 6.4% 13.7%

Commodities 5.4% 17.5%

Alternatives	–	Hedge	Funds	(FoF;	USD) 3.6% 5.6%

Alternatives	–	Other	/	Risk	Parity	(USD) 6.0% 10.1%

Alternatives – Private Markets –  
Private	real	estate	(USD)*

6.3% 9.1%

Alternatives	–	Private	Markets	–	Private	equity	(USD)* 10.5% 14.0%

Alternatives	–	Private	Markets	–	Private	debt	(USD)* 8.0% 4.7%

* equilibrium returns 

Source: UBS CIO GWM, as of 12 October 2020

Our capital market 
assumptions
Forecasts in local currency (except EM equities), annualized
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Invest in  
“The Next Big Thing”
We think the next decade will reward investing in the companies using 
 technology to disrupt other sectors. We expect “The Next Big Thing” to 
 materialize within the fintech, healthtech, or greentech spaces, or to be 
enabled and accelerated by the global rollout of 5G technology.

Since 1973, if a US equity sector was a top 
two performer over the previous 10 years, it 
had only an 8% chance of staying there over 
the next 10 years, and a 25% chance of fall-
ing into the bottom two. This pattern sug-
gests that “The Next Big Thing” probably 
won’t come from the top two sectors of the 
last decade: technology and consumer discre-
tionary.

We’ve worked to identify market segments 
containing stocks that could see earnings 
more than triple over the next ten years 
thanks to a large potential market (over 
USD 200bn), a disruptive catalyst to spur 

Investment ideas

growth for the decade ahead, and a cyclical 
catalyst to kick-start things in 2021.

Our conclusion: If the last decade was about 
investing in the technology sector itself, we 
think the next decade will reward investing in 
the disruptors in sectors undergoing techno-
logical transformation. We expect “The Next 
Big Thing” to materialize within the fintech, 
healthtech, or greentech spaces, or to be 
enabled and accelerated by the global rollout 
of 5G technology.

66% 
Healthcare

were cited as the thematic investment strategies surveyed investors would 
most seriously consider implementing over the next six months.

Source: 3Q20 UBS Investor Sentiment survey

62% 
5G

56% 
Green recovery
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5G+
Why now? 
Following the 2020 launch of Apple’s first 
5G phone, the iPhone 12, we expect a wave 
of interest in 5G technology and its potential 
applications, a trend likely to persist for at 
least the next decade.

Why	could	5G	be	“The	Next	Big	Thing”?	
5G enables myriad business models and  
could spur the growth of a new generation  

5.1

5G creates opportunities in a number of industries
Annual revenue potential, in USD bn 

101

96

73

69

24

256

619

Real-time automation

Enhanced video services

Monitoring and tracking

Connected vehicles

Augmented reality

Others

Total

Source: Ericsson, UBS, as of 20 October 2020

of platform leaders capable of harnessing 5G 
technology. A study conducted by IHS Markit 
revealed that about USD 13.2tr worth of 
 economic value could be generated from  
5G applications by 2035.

That sinking feeling when the “4G” icon on 
your smartphone switches to “3G” is all too 
familiar. Streaming high-quality videos or 
making video calls, browsing without inter-
ruption, and playing real-time mobile games 
were only made possible with 4G. The tech-
nology has played a key role in boosting the 
growth of the smartphone industry, social 
media platforms, and streaming services.

We now expect 5G connections, with down-
load speeds of 20GB/s and latency of just 
1–4ms (versus 1GB/s and 40–60ms for 4G), 
to drive a potentially even bigger change, 
enabling whole new series of applications 
that will transform the decade ahead.



Investment ideas

43Year Ahead 2021 – UBS House View

The first set of beneficiaries will be the 
enablers: 

1. companies that manufacture, install, and 
maintain the equipment involved in the 
expected 20x rise in annual 5G capex spend-
ing from 2019 (USD 7.5bn) to 2025 (USD 
150bn); and
 
2. smartphone manufacturers, which should 
benefit from the more than one billion 5G 
connections we anticipate will be added in 
the next three years. 

Fintech
Why now? 
The pandemic has triggered a dramatic shift 
toward contactless and mobile payments, and 
e-commerce. Improvements in customer 
acquisition are allowing fintech firms to cross-
sell across different products and services.  
 
Why	could	fintech	be	"The	Next	Big	
Thing"?
Technological innovation is facilitating bank-
ing and financial services, spurring significant 
growth of fintech firms. We see scope for 
continued growth in digital payments, driven 

But just as cloud technology favors platform 
companies over hardware companies, we 
anticipate “The Next Big Thing” will be found 
among the platform leaders capable of suc-
cessfully building 5G use cases. Potential 
applications enabled by 5G’s high speeds and 
low latency include fixed wireless access, 
autonomous driving, immersive augmented 
and virtual reality (AR/VR) technologies, tele-
surgery, Industrial Internet of Things (IIoT), 
 distributed “edge” computing, artificial intelli-
gence, data-driven agritech, and highly con-
nected smart cities.

both by increased use of contactless and 
mobile payment systems, and by higher online 
spending. In addition, enabling technologies 
like artificial intelligence are helping fintech 
expand into other areas like insurance 
(insurtech), property (proptech), lending, and 
investments. Overall, we expect fintech firms 
to enjoy earnings growth rates in the mid-to-
high teens over the next decade, making the 
industry one of the fastest-growing globally. 
We think the industry has the potential to 
expand to USD 500bn by 2030 from 
USD 150bn in 2018.

 – Digital	payments.	We still see significant 
scope for growth in contactless and mobile 
payments, and e-commerce. Cash and 
checks still accounted for 39% of the 
USD 225tr global consumer and commercial 
payment flow as we entered 2020, accord-
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ing to  Mastercard. With the COVID-19 pan-
demic boosting e-commerce and reducing 
the use of cash, fintech payment firms have 
seen rapid growth in volumes and customer 
acquisition in 2020. Once consumers have 
grown accustomed to using primarily digital 
payments, many will not revert to tradi-
tional means. We expect digital payments 
to post growth rates in the low teens over 
the coming decade. 

 – Additional	services.	The next leg of 
growth for fintech companies will be gener-
ated by cross-selling other fintech services 
like insurtech, online lending, investment 
services, or proptech, all areas where not 
only growth rates are stronger, but also 
margins are higher. In each field, the use of 
artificial intelligence and blockchain tech-
nology is enabling new business models 
that are lower cost and easier to scale. 

 – Central	bank	digital	currencies.	Further 
growth could come from the launch of cen-
tral bank digital currencies (CBDCs), with 
the People’s Bank of China and the Euro-
pean Central Bank both working on 
launches. Such currencies could prompt 
higher fintech adoption, particularly among 
late adopters, if governments start to use 
them. Through the data generated, they 
may also enable broader application of arti-
ficial intelligence in the  fintech space.

Fintech addressable market growth 
in the medium term (CAGR, 2020–25)

Payments 12%

Insurtech 25%

Online	lending 16%

Proptech 30%

Others 12%

Total	fintech 15%

Source: UBS

5.2

Fintech revenues expected to post 
10.5% CAGR during 2018–2030
USD bn 

Source: UBS estimates, as of September 2019
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Healthtech
Why now? 
The pandemic has simultaneously increased 
patient focus on health outcomes and 
reduced people’s ability to access care and 
governments’ capacity to pay for that care. 
We think health technology will play a critical 
role in improving the efficiency and quality of 
healthcare in the decade ahead. Meanwhile, 
the result of the US election should prove sup-
portive for the healthcare sector as a whole.

Why	could	healthtech	be	"The	Next	Big	
Thing"?
Global healthcare spending reached USD 7.8tr 
(10% of GDP) in 2017, according to the 
World Health Organization. Yet a significant 
proportion of this—up to 25% in the US, 
according to the JAMA Network—was wasted 
in 2019 due to failures of coordination, pric-
ing, or delivery, or overly complicated pro-
cesses and treatments.

Against this backdrop, and with the global 
over-65 population set to grow 60% to one 
billion by 2030, we see significant growth 
potential if emergent technologies can help 
providers create a more efficient and holistic 
healthcare system. 

5.3

US and Chinese telemedicine markets on the rise
Market size projections in USD bn 

Source: Frost & Sullivan, Statista, Bloomberg Intelligence, UBS, as of February 2020
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We’re focused on three main areas of poten-
tial growth:

 – Telemedicine. The use of telemedicine has 
exploded since the onset of the pandemic, 
and we expect these higher utilization levels 
to persist even if a near-term slowdown is 
possible as economies reopen. Over time, 
we think that healthcare will be trans-
formed from an  episodic service into a life-
long process of managing and maintaining 
health, driven by technologically savvy 
health consumers. According to one esti-
mate, the total US telemedicine market 
could grow by roughly 17% a year from 
2019 to 2024 to USD 35bn, while the 
 currently smaller Chinese market could 
grow by nearly 50% a year, overtaking  
the US market in size by 2023. 

 – Transformative	treatments. We also 
expect significant developments in transfor-
mative treatment technologies. Drugs to 
treat cancer, for example, are now one of 
the fastest-growing segments of the drug 
market, exceeding USD 150bn in sales.  
We anticipate this figure will jump to USD 
250bn by 2025, driven by pipeline develop-
ment and new treatment modalities. Else-

where, the promise of gene editing, genetic 
therapies for common diseases, regenera-
tive medicine, and 3D bioprinting could 
improve patient outcomes and spur growth 
for the firms developing these technologies. 
5G technology could even allow robotic 
surgery to go “remote,” making medical 
expertise available on a bigger scale and 
from a greater distance. 

 – Advanced	diagnostics. Technologies could 
also enable enhanced diagnostics, boosting 
efficiency and improving patient outcomes. 
Liquid biopsies are under development for 
cancer detection, while combining con-
nected sensors that gather data at the point 
of care with artificial intelligence could 
allow for quicker and more accurate  
diagnoses.



Investment ideas

47Year Ahead 2021 – UBS House View

Greentech
Why now? 
2020 has been a watershed year for global cli-
mate policy. The EU and Japan pledged to go 
carbon neutral by 2050 and China promised to 
do the same by 2060. Although these are 
long-term targets, we expect governments to 
start acting in 2021 to stimulate job growth 
and economic activity, aiding the recovery 
from the pandemic.

Why	could	greentech	be	“The	Next	
Big Thing"?	
The green transformation of some of the 
world’s biggest industries could be just 
 beginning. To hit carbon neutral targets,  
government regulations, investment, and  

subsidies will be geared toward incentivizing 
four main goals: 

1. replacing fossil-fueled power generation 
and building heating and cooling (37% of 
CO

2
 emissions) with renewable energy; 

2. swapping fossil-fueled transport (22% of 
CO

2
 emissions) for (battery) electric vehicles; 

3. switching from industrial applications using 
gas (19% of CO

2
 emissions) to ones pow-

ered by green hydrogen; and 
4. using digital solutions to improve efficiency.
 

What will this mean in terms of 
investment opportunities?

 – Renewable	energy. Today, only around 
8% of global electrical power is generated 
using solar and wind. According to the IEA, 
to meet sustainable development goals, 
that figure would need to rise to around 
30% by 2030, and 40%–45% by 2040. 

Greenhouse gas emissions concentrated mostly in four sectors
Share of EU-28 greenhouse gas emissions, by sector (in %) 

5.4

24%
Power generation

78%

22%
Transport

19%
Industry

13%
Building (heating/cooling)

13%
Agriculture & Food

9%
Other

Source: Eurostat, European Environmental Agency, UBS
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Greentech creates short- and long-term investment opportunities

Source: UBS

Renewables

Batteries

Hydrogen

Digitalization

Renewable power generation

Semiconductors, chemicals, and other suppliers

Smart buildings – building automation

Smart manufacturing, e.g. Industrial Internet of Things (IIoT), digital twins

Autos

Grid

Storage

Short term
< 1 year

Medium term
1–5 years

Long term
> 5 years

Households

Renewables

Industrial gases

Fuel cell trucks

Electrolyser manufacturers

Fuel cell autos
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Significant growth in renewables capacity required in IEA Sustainable 
Growth Scenario
Projected electricity capacity by source

Electricity	capacity	(GW)	 	 CAAGR	(%)	

2019 2030 2040 2019–2030 2019–2040

Total capacity 7,484 11,650 16,550 4.1 3.9

Coal 2,124 1,603 1,053 –2.5 –3.3

Oil 440 276 229 –4.1 –3.1

Natural gas 1,788 2,022 2,121 1.1 0.8

Nuclear 415 488 599 1.5 1.8

Hydro 1,306 1,606 2,029 2.4 2.1

Renewables ex-hydro 1,401 5,431 9,735 13.1 9.7

Source: Based on IEA data from the IEA (2020) World Energy Outlook 2020, www.iea.org/statistics. All rights reserved; as modified by UBS AG

Considering that electricity consumption 
will also increase due to economic 
growth and increased electric vehicle 
penetration, this would require 10% 
CAGR in annual wind and 16% CAGR in 
annual solar capacity. That shift would 
favor developers and manufacturers 
across the renewable value chain. 

 – Batteries. Currently, just 4% of the 
newly sold global light-vehicles are elec-
trified (plug-in hybrids and battery-pow-
ered). We think that figure will rise to 
nearly 40% by 2030, at the same time  
as the number of cars and light trucks is 
expected to climb only back to 2019 
 levels. Accordingly, we expect growth in 
pure battery electric vehicle sales to reach 
a 30% CAGR, rising from USD 60bn 
today to USD 800–1,000bn annually by 
2030. This development should benefit 

select automobile companies and their sup-
pliers; battery, semiconductor, and chemical 
manufacturers; and those supplying auxil-
iary technology like charging points, of 
which more than one million will be 
required in Europe alone. 

 – Hydrogen. Industrial applications using 
natural gas cannot be readily electrified due 
to the significant energy density required. 
Hydrogen could provide a solution, but pro-
ducing it requires a lot of electricity, and 
95% of global hydrogen is produced today 
using fossil fuels. The EU’s hydrogen strat-
egy aspires to add 500 GW of electrolysers 
by 2050. This would imply more than 1,000 
GW of additional wind and solar capacity – 
almost four times more than today’s EU 
capacity – and a more than EUR 1tr of addi-
tional investment in renewable capacity in 
Europe alone.
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What does the future  
look like?
Our flagship report series “Future of…” provides a deep dive into some of 
the major issues that we think will drive society, the economy, and financial 
markets in the Decade of Transformation.

Future of waste
From food and energy waste to the prolifer-
ation of plastic packaging, waste reduction 
is a key issue for consumers, companies, and 
the environment. Our report shows how 
investors can capture long-term returns by 
investing in waste reduction, waste manage-
ment, and recycling.

Future of humans
The application of technology will transform 
the future of healthcare and education, and 
underpin changing consumer preferences, 
particularly in the context of an aging and 
growing global population.

Future of Earth
This report, coming in 2021, will focus on the 
investments that need to be made to balance 
planetary sustainability, economic develop-
ment, corporate profitability, and human 
needs, while addressing the impact of limited 
resources and the changing natural environ-
ment on our economies, livelihoods, and 
communities.

Future of the tech economy
The fourth industrial revolution, where tech-
nology meets economic forces, is just begin-
ning. Yet it has already reshaped entire indus-
tries. Meanwhile, the COVID-19 pandemic 
has accelerated key trends including e-com-
merce and digital data penetration, with rami-
fications for enabling technologies such as 5G 
and disruptive technologies like fintech.

https://www.ubs.com/global/en/wealth-management/chief-investment-office/investment-opportunities/investing-in-the-future.html?campID=QR-CIOYEARAHEAD2021-GLOBAL-ENG-PRINT-REPORT
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Social and environmental issues can impact 
the economy and financial performance, as 
illustrated by numerous crises in recent years 
including wildfires and the coronavirus pan-
demic. Governments and businesses alike will 
place an increased emphasis on sustainability 
over the coming decade and beyond. The EU 
and Japan have announced pledges to be car-
bon neutral by 2050, and China by 2060. 
Meanwhile, plenty of businesses are changing 
their models to adapt to social and environ-
mental challenges, as well as rapidly evolving 
consumer preferences. 

All this has contributed to our decision to 
make sustainable investing our preferred 
approach for investing globally. Systematic 
consideration of all relevant environmental, 
social, and governance factors can help inves-
tors navigate uncertainty and position for the 
long term. Having already outperformed con-
ventional investment strategies this year, sus-
tainable strategies across all asset classes will 
play an even bigger role in a Decade of Trans-
formation, in our view:

 – A	source	of	growth. With the world shift-
ing toward sustainability, many of the high-
est-growth opportunities in the decade 
ahead are set to be sustainability-related. 
For example, as we highlight in “The Next 
Big Thing” (page 41), companies in the 
greentech space, ranging from battery elec-
tric vehicles to renewable energy, should 
benefit strongly from government regula-
tion, recovery spending, and investment 
aimed at propelling a transformation from 
high- to low-carbon economies, and from 
improved marginal economics.   

 – Ahead	of	the	curve. The pandemic has 
accelerated the shift toward a more local 
and resilient world, which could favor those 
environmental, social, and governance 
(ESG) leaders that have already taken steps 
to reduce their environmental footprint and 
strengthen their supply chain relationships. 
Companies that have openly embraced 
diversity and remote working are likelier to 
boost employee retention and attract talent 
in a post-pandemic world. Better ESG data 

Buy into sustainability
Sustainable investing considers all relevant social and environmental factors in 
order to better mitigate risks and identify opportunities. Increased govern-
ment, business, and consumer emphasis on sustainability, combined with a 
growing investable opportunity set, means sustainable investing is now our 
preferred approach for investing globally.
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means investors can increasingly customize 
portfolios by targeting the thematic or topic 
exposures that match their sustainability 
preferences. 

 – Bonds	with	a	future. Bond investors typi-
cally hold onto investments for many years, 
so sustainability is a critical consideration. 
Green bonds have shown more defensive 
characteristics and higher average credit 
ratings than the corporate investment grade 
index as a whole, reflecting a lower share of 
cyclical industrials. Separately, bonds issued 
by multilateral development banks (MDBs) 
support developing nations in improving 
social and physical infrastructure, and social 
and environmental standards. They cur-
rently offer a yield pickup of 15bps over US 
Treasuries, while having comparable credit 
ratings and exhibiting similar long-term 
return behavior. 

 – Making	an	impact. Impact investing strat-
egies target measurable positive social and 
environmental impact alongside market-
rate financial returns. Investors have multi-
ple options to add impact to their portfo-
lios, including investing in private equity 
funds with an explicit sustainable develop-
ment focus, such as the environment, 
healthcare, or renewables, or in engage-
ment funds that help public companies 
achieve key sustainable outcomes, while 
benefiting commercially.
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Diversify into  
private markets
With returns on traditional investments likely to be lower in the future, 
 allocations to private equity and private debt may help enhance returns and 
diversify portfolios. Private markets have historically provided above-average 
returns following dislocations, and they can offer investors unique access to 
growth industries.  

We think the current economic environment, 
one shaped by the negative economic fallout 
of the pandemic, low interest rates, and 
rapid technological change, offers a broad 
range of opportunities for private market 
managers, including: 

 – Investing	in	dislocations.	The economic 
impact of the pandemic has left many 
businesses facing revenue losses or risk of 
closure. We expect a sizable supply of 
stressed, distressed, and default situations, 
as well as corporate carve-outs, across 
public and private markets in the coming 
quarters. 

Returns on traditional assets are likely to be 
lower in the Decade of Transformation. In this 
context, private markets may offer an effec-
tive way to enhance portfolio return and 
diversification. The asset class has historically 
generated higher returns than listed markets, 
although it requires committing over a lon-
ger-term investment horizon. Part of private 
 markets’ return is attributed to an illiquidity 
premium, which is estimated to be 1–3 per-
centage points per year.

Private equity valuations overall are not 
stretched, in our view, either on an absolute 
or a relative basis. Companies in sectors that 
have demonstrated growth and recession 
resilience are trading at a premium, but we 
think this is justifiable. Meanwhile, the enter-
prise value-to-EBITDA ratio for US private 
equity-owned companies, based on S&P LCD 
deal data, is 10.9x, compared with 13.3x for 
the Russell 2000 small-cap index. 
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5.6

Post-recession vintages have generally outperformed pre-recession 
vintages
Vintage year Internal Rate of Return (IRR), in % 
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Source: Cambridge Associates, UBS, based on data compiled from 1,357 US private equity funds (buyout, growth equity, 
private equity energy, and mezzanine funds), including fully liquidated partnerships, formed between 1986 and 2016. 
Above graph references pre/post 2000, 2007 equity peaks. Public market equivalent (PME) is an estimate designed to 
provide a like-for-like comparison to private market returns.
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Performance figures refer to the past and past performance is not a reliable indicator of 
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 – Enhanced	yield. With rates at historic 
lows, investors focused on yield may find 
it challenging to generate income. For 
investors willing to take on additional illi-
quidity and credit risk, private markets can 
provide enhanced yield opportunities 
through direct lending, core real estate, or 
infrastructure strategies. 

 – Long-term	growth. Private equity is a key 
source of capital for innovative companies 
and so is well placed to provide investors 
with access to a broad range of growth 
t hematics including 5G, fintech, healthtech, 
and greentech. Private equity can some-
times be a more effective means of gaining 
exposure to growth companies, since pure 
exposure to earlier-stage businesses can be 
hard to achieve in public markets.
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How do private markets fit in a portfolio?
 
Illiquid asset classes, such as private equity 
and private real estate, can help investors 
to further enhance long-term growth 
potential. To fully harness the potential 
benefits from investing in private markets, 
it’s important to fully diversify across strat-
egies and fund vintages.  

Even though private equity is different 
from listed equity in a number of impor-
tant ways, it is still fundamentally an 
equity investment. Therefore, to preserve 
the risk characteristics of an overall port-
folio, we recommend that investors who 
are buying private equity funds exchange 

one unit of listed equity for one unit of 
 private equity. 

Investors need to ensure that the funds 
invested, as well as commitments made, 
are not required for other purposes over 
the next 10–15 years, since sufficient 
 liquid funds to meet capital calls will be 
needed. We estimate that private equity 
allocations, as a percentage of an overall 
portfolio, of up to 10% for investors with 
a balanced risk profile or up to 20% for 
the most risk-tolerant investors are appro-
priate, in our view. 

A growing number of funds are now also 
available for investors with varying levels of 
wealth. But investors do need to be tolerant 
of the additional risks associated with private 
market investing, which include locking up 
capital for extended periods of time. Private 

equity funds may also require investors to 
commit funds on a predetermined schedule, 
making cash flow planning critical. Private 
equity investing typically incurs higher fees 
and transaction costs than public investments 
demand.
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2020 in review
In 2020, choices in one sphere of policymaking had unprecedented conse-
quences in others. Health and economic policies melded, fiscal and monetary 
authorities moved as one, and humans and machines were forced closer 
together, even as social distancing pushed people farther apart.

Growth
For the first time since 2009, the global econ-
omy looks set to contract, with GDP estimated 
to shrink by 3.8%. Policymakers mandated 
unprecedented mobility restrictions in an 
attempt to slow the spread of COVID-19, but 
also approved over USD 12tr in fiscal stimulus 
measures to help cushion the blow to individu-
als and businesses.  

Rates
Monetary policy played a supporting role too, 
with over 30 major central banks cutting rates 
and some reintroducing quantitative easing 
measures.  

Appendix

Bonds
Accommodative monetary policy contributed 
to record-low yields. The 10-year US Treasury 
yield hit an all-time low in March, and over 
USD 17tr of bonds now have negative yields. 
After widening to 1,087bps and 373bps on 
liquidity and default concerns, US high yield 
and US investment grade credit spreads tight-
ened to below 500bps and 130bps, respec-
tively, on the back of a rapid recovery. 

Stocks
We witnessed historically volatile markets and 
the fastest bear market on record. The combi-
nation of monetary and fiscal stimulus helped 
mitigate the initial shock of the pandemic, 
and led to a record-breaking market rebound. 
At the time of writing, year-to-date global 
stocks have returned 6.3%, the S&P 500 
9.7%, the Euro Stoxx 50 fell 6.8%, and the 
SMI is down 2.4%. Growth stocks have out-
performed value stocks by 29ppts, large-caps 
have outperformed mid-caps by 5ppts, and 
US defensives have outperformed cyclicals by 
almost 30 ppts.  

Here is what happened as a result:
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Currencies
Safe-haven flows supported the US dollar in 
mid-March, helping it reach multi-year highs 
versus the euro. But while central banks 
around the world eased policy in the wake of 
the crisis, the Fed’s easing program was more 
comprehensive than many other nations’. The 
US dollar index now trades 10% lower than 
the March peak. 

Commodities
WTI oil contracts briefly traded in negative 
territory in April, reaching as low as  
USD –40/bbl when investors wanted to avoid 
taking physical delivery, before rebounding 
later in the year. Meanwhile, gold was one of 
the best-performing assets of the year, briefly 
climbing above USD 2,000/oz at its peak as 
real rates fell and the US dollar declined.

Hedge	funds
Survey data indicates that hedge funds lived 
up to investor expectations in 2020 triggering 
renewed interest in the asset class. Managers 
successfully mitigated downside risk in March/
April and subsequently took advantage of 

temporary dislocations to generate returns. 
Performance across strategies, however,  
varies. Top performing strategies included  
tech, healthcare, equity long/short, discretion-
ary macro, and multistrategy funds. Mean-
while CTAs, structured credit, and other 
event-driven funds lagged other strategies. 

Throughout the year we held a pro-risk 
stance, looking for opportunities across credit 
and equities as they arose, given our view that 
fiscal and monetary policy would prove suffi-
cient to prevent the health and economic  
crisis tipping into a financial one. We also 
sought exposure to secular themes, including 
technology, sustainability, and healthcare, 
which we view as long-term beneficiaries as 
we transition to a more indebted, more local, 
and more digital world.
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Commodities

Spot Jun 21 Dec 21

Brent	crude	oil	(USD/bbl) 44.4 52.0 60.0

WTI	crude	oil	(USD/bbl) 42.2 50.0 57.0

Gold	(USD/oz) 1,875 1,950 1,850

Silver	(USD/oz) 24.2 25.0 23.0

Copper	(USD/mt) 6,932 7,000 6,700

Source: UBS, as of 11 November 2020

Currencies
Developed	markets

Spot Jun 21 Dec 21 PPP

EURUSD 1.18 1.21 1.23 1.29

USDJPY 106 105 107 76

GBPUSD 1.32 1.34 1.37 1.54

USDCHF 0.92 0.89 0.89 0.93

EURCHF 1.08 1.09 1.10 1.19

EURGBP 0.89 0.90 0.90 0.83

AUDUSD 0.73 0.75 0.77 0.66

USDCAD 1.31 1.26 1.24 1.21

EURSEK 10.18 10.20 10.10 9.66

EURNOK 10.68 10.40 10.30 10.83

Source: UBS, as of 11 November 2020

Emerging markets

Spot Jun 21 Dec 21

USDCNY 6.6 6.3 6.3

USDIDR 14,085 13,800 13,800

USDINR 74.4 71.0 70.0

USDKRW 1,110 1,100 1,060

USDRUB 76 65 65

USDTRY 7.8 7.3 7.9

USDBRL 5.4 5.0 5.0

USDMXN 20.6 21.0 21.5

Source: UBS, as of 11 November 2020

Asset class forecasts
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GDP	growth	(%) Inflation	(%)

2019 2020E 2021E 2019 2020E 2021E

Americas

US 2.2 –3.6 3.6 1.8 1.2 1.1

Brazil 1.1 –4.5 3.0 3.7 3.1 4.3

Canada 1.6 –5.4 4.3 1.9 0.6 1.3

Europe

Eurozone 1.3 –7.4 5.2 1.2 0.2 1.0

– Germany 0.6 –5.8 4.1 1.4 0.4 1.0

– France 1.5 –9.6 6.8 1.3 0.5 0.8

– Italy 0.3 –8.8 5.8 0.6 –0.2 0.3

– Spain 2.0 –11.4 6.0 0.8 –0.4 0.6

UK 1.3 –11.3 5.0 1.8 0.8 1.5

Russia 1.3 –3.5 2.7 4.5 3.3 3.9

Switzerland 1.1 –4.5 3.2 0.4 –0.7 0.2

Asia

China 6.1 2.1 7.5 2.9 2.6 1.8

Japan 0.7 –5.2 3.2 0.5 0.0 –0.1

India 4.2 –10.5 10.0 4.8 5.9 4.0

South Korea 2.0 –2.0 4.8 0.4 0.7 1.4

Developed	markets 1.6 –5.4 4.2 1.4 0.7 1.0

Emerging markets 4.0 –2.8 6.7 4.4 4.0 3.6

World 3.0 –3.8 5.6 3.1 2.6 2.5

E= Estimate

Source: UBS, as of 11 November 2020

Rates and bonds

Base rates 10-year	yields	(%)

Current 2021E 2022E Spot Jun 21 Dec 21

USD 0.13 0.09 0.09 0.96 0.85 0.90

EUR –0.50 –0.50 –0.50 –0.49 –0.40 –0.40

CHF –0.75 –0.75 –0.75 –0.43 –0.50 –0.50

GBP 0.10 0.10 0.10 0.40 0.30 0.40

JPY –0.03 –0.10 –0.10 0.05 0.00 0.00

Source: UBS, as of 11 November 2020

Economic forecasts
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UBS Chief Investment Office’s (“CIO”) investment views are prepared and published by the Global Wealth 
Management business of UBS Switzerland AG (regulated by FINMA in Switzerland) or its affiliates (“UBS”).
The investment views have been prepared in accordance with legal requirements designed to promote the 
independence	of	investment	research.

Generic investment research – Risk information:
This publication is for your information only and is not intended as an offer, or a solicitation of an offer, to 
buy or sell any investment or other specific product. The analysis contained herein does not constitute a 
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accuracy or completeness (other than disclosures relating to UBS). All information and opinions as well as any 
forecasts, estimates and market prices indicated are current as of the date of this report, and are subject to 
change without notice. Opinions expressed herein may differ or be contrary to those expressed by other 
business areas or divisions of UBS as a result of using different assumptions and / or criteria.

In no circumstances may this document or any of the information (including any forecast, value, index or other 
calculated amount (“Values”)) be used for any of the following purposes (i) valuation or accounting purposes; 
(ii) to determine the amounts due or payable, the price or the value of any financial instrument or financial 
contract; or (iii) to measure the performance of any financial instrument including, without limitation, for the 
purpose of tracking the return or performance of any Value or of defining the asset allocation of portfolio or 
of computing performance fees. By receiving this document and the information you will be deemed to 
represent and warrant to UBS that you will not use this document or otherwise rely on any of the information 
for any of the above purposes. UBS and any of its directors or employees may be entitled at any time to hold 
long or short positions in investment instruments referred to herein, carry out transactions involving relevant 
investment instruments in the capacity of principal or agent, or provide any other services or have officers, who 
serve as directors, either to / for the issuer, the investment instrument itself or to / for any company commercially 
or financially affiliated to such issuers. At any time, investment decisions (including whether to buy, sell or hold 
securities) made by UBS and its employees may differ from or be contrary to the opinions expressed in UBS 
research publications. Some investments may not be readily realizable since the market in the securities is 
illiquid and therefore valuing the investment and identifying the risk to which you are exposed may be difficult 
to quantify. UBS relies on information barriers to control the flow of information contained in one or more 
areas within UBS, into other areas, units, divisions or affiliates of UBS. Futures and options trading is not 
suitable for every investor as there is a substantial risk of loss, and losses in excess of an initial investment may 
occur. Past performance of an investment is no guarantee for its future performance. Additional information 
will be made available upon request. Some investments may be subject to sudden and large falls in value and 
on realization you may receive back less than you invested or may be required to pay more. Changes in foreign 
exchange rates may have an adverse effect on the price, value or income of an investment. The analyst(s) 
responsible for the preparation of this report may interact with trading desk personnel, sales personnel and 
other constituencies for the purpose of gathering, synthesizing and interpreting market information.

Tax treatment depends on the individual circumstances and may be subject to change in the future. UBS does 
not provide legal or tax advice and makes no representations as to the tax treatment of assets or the 
investment returns thereon both in general or with reference to specific client’s circumstances and needs. We 
are of necessity unable to take into account the particular investment objectives, financial situation and needs 
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of our individual clients and we would recommend that you take financial and  /  or tax advice as to the 
implications (including tax) of investing in any of the products mentioned herein.

This material may not be reproduced or copies circulated without prior authority of UBS. Unless otherwise 
agreed in writing UBS expressly prohibits the distribution and transfer of this material to third parties for any 
reason. UBS accepts no liability whatsoever for any claims or lawsuits from any third parties arising from the 
use or distribution of this material. This report is for distribution only under such circumstances as may be 
permitted by applicable law. For information on the ways in which CIO manages conflicts and maintains 
independence of its investment views and publication offering, and research and rating methodologies, 
please visit www.ubs.com/research. Additional information on the relevant authors of this publication and 
other CIO publication(s) referenced in this report; and copies of any past reports on this topic; are available 
upon request from your client advisor.

Options and futures are not suitable for all investors, and trading in these instruments is considered risky and 
may be appropriate only for sophisticated investors. Prior to buying or selling an option, and for the complete 
risks relating to options, you must receive a copy of “Characteristics and Risks of Standardized Options”. You 
may read the document at https://www.theocc.com/about/publications/character-risks.jsp or ask your 
financial advisor for a copy.

Investing in structured investments involves significant risks. For a detailed discussion of the risks involved in 
investing in any particular structured investment, you must read the relevant offering materials for that 
investment. Structured investments are unsecured obligations of a particular issuer with returns linked to the 
performance of an underlying asset. Depending on the terms of the investment, investors could lose all or a 
substantial portion of their investment based on the performance of the underlying asset. Investors could also 
lose their entire investment if the issuer becomes insolvent. UBS Financial Services Inc. does not guarantee in 
any way the obligations or the financial condition of any issuer or the accuracy of any financial information 
provided by any issuer. Structured investments are not traditional investments and investing in a structured 
investment is not equivalent to investing directly in the underlying asset. Structured investments may have 
limited or no liquidity, and investors should be prepared to hold their investment to maturity. The return of 
structured investments may be limited by a maximum gain, participation rate or other feature. Structured 
investments may include call features and, if a structured investment is called early, investors would not earn 
any further return and may not be able to reinvest in similar investments with similar terms. Structured 
investments include costs and fees which are generally embedded in the price of the investment. The tax 
treatment of a structured investment may be complex and may differ from a direct investment in the 
underlying asset. UBS Financial Services Inc. and its employees do not provide tax advice. Investors should 
consult their own tax advisor about their own tax situation before investing in any securities.

Important Information About Sustainable Investing Strategies: Sustainable investing strategies aim to 
consider and incorporate environmental, social and governance (ESG) factors into investment process and 
portfolio construction. Strategies across geographies and styles approach ESG analysis and incorporate the 
findings in a variety of ways. Incorporating ESG factors or Sustainable Investing considerations may inhibit the 
portfolio manager’s ability to participate in certain investment opportunities that otherwise would be 
consistent with its investment objective and other principal investment strategies. The returns on a portfolio 
consisting primarily of sustainable investments may be lower or higher than portfolios where ESG factors, 
exclusions, or other sustainability issues are not considered by the portfolio manager, and the investment 
opportunities available to such portfolios may differ. Companies may not necessarily meet high performance 
standards on all aspects of ESG or sustainable investing issues; there is also no guarantee that any company 
will meet expectations in connection with corporate responsibility, sustainability, and / or impact performance.
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This document is not intended for distribution into the US and / or to US persons.

External	Asset	Managers / External	Financial	Consultants: In case this research or publication is provided 
to an External Asset Manager or an External Financial Consultant, UBS expressly prohibits that it is redistributed 
by the External Asset Manager or the External Financial Consultant and is made available to their clients 
and / or third parties.

For country information, please visit ubs.com/cio-country-disclaimer-gr or ask your client advisor for the full 
disclaimer.
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