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2018: A difficult year for global investors
Global equities, MSCI World index, in USD

Source: UBS
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2019: Financial markets are challenged
Global equities, MSCI World index, in USD

Source: UBS
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The challenges to markets

Source: UBS
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Brexit: A European drama, but with limited global ramifications

Source: UBS, The Economist
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US-China: The real risk to markets

Source: UBS
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US-China: The trade deficit in focus
US trade with China in 2018 (USD bn, monthly data)

Source: UBS
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Recession risk: The longest economic expansion on record
Post-WWII economic expansions, in total months

Source: UBS
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Global central banks tightening monetary policy
Policy rates, in %

Source: Haver Analytics, UBS as of 7 November 2018
Note: Includes securities purchases of the ECB, Federal Reserve, Bank of England and Bank of Japan (financed by central bank money creation). 3-month moving average
until end of 2019
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Recession survey: When do you expect it to start?
Surveys conducted over the period of 26-29 October 2018

Source: UBS, as of 1 November 2018
We surveyed 502 HNW Investors with at least $1M in investable assets, from October 26–29 2018, as well as professional investors who contribute to our UBS Investor Forum and Research Advisory Board
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US consumption to stay an economic pillar in 2019
US unemployment rate and average hourly earnings, year-on-year, in %

Source: UBS
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US GDP growth close to trend
US real GDP growth and UBS forecasts, in %

Source: UBS
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Chinese credit easing
China required deposit reserve ratio for larger and smaller banks

Source: UBS
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“Made in China 2025” – not what you would expect

Source: UBS
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World economic growth is moderating
Real GDP growth (in %), including forecasts (2018-2020)

Source: UBS
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The environment is navigable
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Lower earnings growth ahead…
Earnings per share for select MSCI Indexes, with UBS forecasts

Source: UBS as of 7 November 2018
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Equities: Valuations are attractive relative to historical averages
MSCI All Country World Index forward 12-month P/E and 30-year average

Source: UBS, as of 7 November 2018

Source: UBS
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Equities: US financials valuations look favorable
Price-to-earnings ratio of the S&P 500 financials versus the wider S&P 500 index

Source: FactSet, UBS, as of 7 November 2018

Source: UBS
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Equities: Valuation support for Asian equities
The MSCI Asia ex-Japan Index's P/B valuation unduly discounts a sharp decline in R/E

Source: Bloomberg, FactSet, as of 7 November 2018

Source: UBS
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Bonds: EM sovereign bonds in USD an attractive 6.9% yield
EM sovereign bonds in USD, yield-to-maturity (YTM), in %

Source: UBS
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Bonds: Asia High Yield competitively priced as yields approach 9%
JACI High Yield Index yield-to-maturity (YTM), in %

Source: Bloomberg, UBS, as of 6 November 2018

Source: UBS
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Oil: Low spare capacity to bring prices higher
Brent oil prices, USD per barrell

Source: IEA, as of 1 October 2018
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Currencies: The yen is undervalued
USDJPY and purchasing power parity value since 1982

Source: UBS, as of 19 October 2018
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USDRUB: Forecast for 65 in 12months
USDRUB spot rate

Source: UBS
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EURUSD to mover higher over 2019
EURUSD spot rate

Source: UBS
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Summary
Equities: Like global equities. Look for value in US and EM, consider financials
in US and China, global energy, and sustainable equity strategies.
Bonds: Difficult stage in the cycle for credit and loans, but rate risks well priced
into government bonds. Like Asian high yield, and look to MDBs.
Currencies: Dollar strength near-term, but depreciation medium-term. Prefer
yen.
Commodities: Oil price to recover in H1 2019.
Alternatives: Focus on strategies with low market beta
Real estate: Limited scope for capital appreciation, focus on income
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What does the future bring?
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Technology: Computing power takes off

Source: UBS
29

FinTech: A challenge for banks?

Source: UBS
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FinTech: The ecosystem

Source: UBS
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Payment: There is a reason for the interest
Market size by payment flow, in USD trn.

Source: UBS
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FinTech: Financial inclusion still has a long way to go
Adults with a banking account in 2014, in %

Source: UBS
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Enabling technologies: What happens in a week?

Source: UBS
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Longevity: The difference between being born in 2000 and 2016
Increase in life expectancy at birth, in years, between 2000 and 2016

Source: Bloomberg, UBS, as of 6 November 2018

Source: UBS
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Longevity: How do elder people spend their money?
Average growth in spending expected p.a. from 2017-2021

Source: UBS
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CIO Investment Themes

Source: UBS
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Risk information
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sources believed to be reliable and in good faith, but no representation or warranty, express or implied, is made as to its accuracy or completeness (other than disclosures relating to UBS). All information and opinions as well as any forecasts, estimates and prices indicated are current as of the date of this report, and are subject to change without notice. The market prices provided in performance charts
and tables are closing prices on the respective principal stock exchange. The analysis contained herein is based on numerous assumptions. Different assumptions could result in materially different results. 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,
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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 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. Forecasts and estimates are current only as of the date of this publication and may change without notice. For information on the ways in which UBS CIO WM 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.
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. Austria: This publication is not intended to constitute a public
offer under Austrian law, but might be made available for information purposes to clients of UBS Europe SE, Niederlassung Österreich, with place of business at Wächtergasse 1, A-1010 Wien. UBS Europe SE, Niederlassung Österreich is a branch of UBS Europe SE, a credit institution constituted under German Law in the form of a Societas Europaea, duly authorized by the German Federal Financial
Services Supervisory Authority (Bundesanstalt für Finanzdienstleistungsaufsicht, BaFin), and is subject to the joint supervision of BaFin, the central bank of Germany (Deutsche Bundesbank), as well as of the Austrian supervisory authority (Finanzmarktaufsicht, FMA), to which this publication has not been submitted for approval. Bahrain: UBS is a Swiss bank not licensed, supervised or regulated in
Bahrain by the Central Bank of Bahrain and does not undertake banking or investment business activities in Bahrain. Therefore, Clients have no protection under local banking and investment services laws and regulations. Brazil: Prepared by UBS Brasil Administradora de Valores Mobiliários Ltda, entity regulated by Comissão de Valores Mobiliários ("CVM"). Canada: In Canada, this publication is
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Country Disclaimer
This document or information contained therein is for information purposes only and constitutes neither a public nor a private offering, is not
an invitation to make offers, to sell, exchange or otherwise transfer any financial instruments in the Russian Federation to or for the benefit of
any Russian person or entity and does not constitute an advertisement or offering of securities in the Russian Federation within the meaning of
Russian securities laws. Recommendations refer to securities or investment products exclusively available through and provided by UBS
Switzerland AG in Switzerland.
UBS employees traveling to Russia are neither authorized to conclude contracts nor to negotiate financial terms thereof while in Russia.
Contracts only become binding on UBS once confirmed in Switzerland. UBS employees traveling to Russia are not permitted to provide an
investment recommendation. Information on securities or investment products provided within Russia therefore illustrate generic capabilities of
UBS or product or asset classes and do not necessarily reflect the risk profile or investment goals of the client, hence such information does not
represent advice.
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