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One of the most important lessons I have learnt in over two 
decades as an equity investor in a macro fund is surprising 
given our industry’s structure.

In 1999, as a new trader, I was welcomed into the firm with a 
copy of Larry Livingston’s “Reminiscences of a Stock Opera-
tor.” On my first read through, I circled the phrase “A stock 
operator has to fight a lot of expensive enemies,” not fully 
aware of who or what these “expensive enemies” were.

Over the next 25 years while working in different investing 
roles, I made sense of it: They are the blind spots that emerge 
when analyzing the market from a single perspective. The 
stock market is elusive—once you think you have understood 
its drivers, they change.

In the late 90s, equity investors had to understand the trans-
formational power of the internet. Then, in the 2000s, the 
stock market rewarded those who pivoted their focus to the 
impact of higher rates and company valuations.

More recently, investors had to contend with higher interest 
rates, the result of the enormous fiscal and monetary stimulus 
unleashed during the pandemic. This shifted the digital accel-
eration narrative to one about the higher opportunity cost of 
capital. It also sparked the regional banking sector crisis in early 
2023, which was in large part the echo of the idea (or hope) 
that real rates would forever be zero. Fundamental analysis of 
bank balance sheets, especially the duration mismatch 
between assets and liabilities, helped draw awareness to the 
potential for broader financial risks.

Now, with the launch of ChatGPT, we are in the era of genera-
tive AI. This technology has ushered in an innovation cycle 
that, in the eyes of the stock market so far, has trumped the 
expected slowdown in economic growth. 

It’s difficult to predict when the market perspective will shift. 
Having multiple relevant perspectives in mind helps navigate this 
dynamic. For equity investing, I have found the three most rel-
evant perspectives to be: 1) macro, 2) micro (including company-
specific drivers), 3) transformational (structural changes). What is 
interesting is that these views are isolated from each other by the 
institutional structure of our industry—there are macro funds, 
equity funds, and sector funds, each looking at the market from 
a siloed perspective.

In my experience, a combination of these three investment per-
spectives is key to achieving superior equity returns. Seeing 
multiple perspectives is like juggling balls in the air—it requires 
focus. A framework helps keep these distinct viewpoints in 
focus. The three perspectives—macro, micro, and transforma-
tional—serve as the pillars of our new global equity framework. 

Ulrike Hoffmann-Burchardi
CIO Global Equities
UBS Chief Investment Office GWM
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Figure 2

An overview of drawdowns, recessions, and growth
Focusing on drawdowns beyond 20% for the S&P 500 since 1945 

Start End Max DD
Recession 
+/- 12m

Recession 
start

Recession 
end

Real GDP 
change

29.05.1946 19.05.1947 -28.5% yes 1Q 1945 4Q 1945 NA

02.08.1956 22.10.1957 -21.6% yes 3Q 1957 2Q 1958 -2.0%

12.12.1961 26.06.1962 -28.0% yes 2Q 1960 1Q 1961 -0.7%

09.02.1966 07.10.1966 -22.2% no

29.11.1968 26.05.1970 -36.1% yes 4Q 1969 4Q 1970 -0.7%

11.01.1973 03.10.1974 -48.2% yes 4Q 1973 1Q 1975 -2.2%

28.11.1980 12.08.1982 -27.1% yes 1Q 1980 3Q 1980 -1.9%

25.08.1987 04.12.1987 -33.5% no

24.03.2000 09.10.2002 -49.1% yes 1Q 2001 4Q 2001 0.2%

09.10.2007 09.03.2009 -56.8% yes 4Q 2007 2Q 2009 -3.2%

19.02.2020 23.03.2020 -33.9% yes 4Q 2019 2Q 2020 -9.2%

03.01.2022 12.10.2022 -25.4% no

Source: Bloomberg, UBS, Aug 2024

The state of the economy—measured by GDP, unemployment, 
and inflation—as well as fiscal and monetary policies impact 
equity markets. Of these, real GDP growth has the largest 
influence on stock prices. For the US, according to our analysis, 
real GDP growth explains over 21% of quarterly S&P 500 
returns over the last 30 years (excluding 2020 data).

Another way to look at the impact of economic growth on 
equities is to analyze recessionary periods. Equities rarely go 
down significantly outside of a recession. A drawdown larger 
than 20% only happened three times since 1945 without a 
recession taking place within 12 months (before or after). The 
bear market of 1966 was caused by rising inflation in the wake 

Chapter 1

Macroeconomics
How macro factors affect stock performance

of increased government spending. In 1987, a combination of 
rising rates, program trading, and portfolio insurance triggered 
“Black Monday,” when the Dow Jones fell by 22.6%, the larg-
est one-day percentage decline in history. More recently in 
2022, a combination of post-COVID stimulus, supply chain dis-
ruptions, and soaring commodity prices led to an inflation 
spike. This forced central banks to rapidly increase rates, ulti-
mately resulting in a drawdown of over 20% for the S&P 500. 

From a top-down lens, one of the most important factors for 
making equity market calls is therefore anticipating the direc-
tion of economic growth.
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The relationship of equity markets with real rates is more 
nuanced. On average, there is no statistically significant rela-
tionship between real rates and equity market returns. How-
ever, when inflationary expectations pick up, the correlation 
between real rates and quarterly returns turns negative, even if 
not statistically significant.

Just because the linear relationship between equities and real 
rates is weak does not mean that rates are not important for 
equities. At turning points in monetary policy, rates and the 
dot plot play a critical role for equity returns. One such turn-
ing point was 30 November 2021, when Federal Reserve Chair 

Jerome Powell no longer used the word “transitory” to 
describe the high rate of inflation—a clear sign that the Fed 
was shifting to tighter monetary policy. Ten-year interest rates 
rose from 1.5% to close to 4% over the course of 2022, while 
the S&P 500 declined 25%.

Just because the linear relationship 
between equities and real rates is weak 
does not mean that rates are not impor-
tant for equities.

Relationship between S&P 500 quarterly returns
and 10-year US real yields quarterly changes

Figure 4

Note: Breakeven = 10 year break even inflation rate
Source: Bloomberg, UBS, Aug 2024

Non overlapping data. Sample period between 1998-2024, in %
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Source: Bloomberg, UBS, Aug 2024

Non overlapping data. Sample period between 1994-2024 (excl. 2020), in %
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The one statistic that is worth a frequent reminder is that 1% 
of firms have created more than 80% of net wealth in the 
global equity markets over the last 30 years¹. Fig. 5 shows 
just how concentrated the contribution to equity market 
returns has been.

This result holds globally as well: a mere 2.4% of US compa-
nies and 1.4% of non-US firms account for 100% of stock 
market returns¹. The same finding has been corroborated over 
longer periods for the US stock market².

The top wealth creator globally has been Apple, followed by 
Microsoft and Amazon. All three are US companies that have 
harnessed the power of technological innovation to create 
scale platforms under visionary CEOs. Our company-specific 
lens aims to identify incumbents that are well positioned to 
continue to compound their current competitive advantages 
and new companies that may reach a similar scale.

A mere 2.4% of US companies and 
1.4% of non-US firms account for 
100% of stock market returns.

Figure 5

Wealth created by the best-performing 1% of 
global firms
As a % of total net wealth created. Sample period: 1990 - 2020

Sample Number of firms
% of net wealth 

created

Global 638 80.4%

Global (excl. US) 463 90.1%

Source: Bessembinder, Hendrik, et al. “Long-term shareholder returns: Evidence 
from 64,000 global stocks.” Financial Analysts Journal 79.3 (2023): 33-63.

Figure 6

Wealth created by the top 10 best-performing global firms
As a % of total global net wealth created. Sample period: 1990 - 2020

Firm Name Wealth created (USDm)
Accumulated % of global net wealth 

creation

APPLE INC 2,674,231 3.53%

MICROSOFT CORP 1,910,158 6.06%

AMAZON COM INC 1,569,085 8.13%

ALPHABET INC 979,133 9.43%

TENCENT HOLDINGS LTD 691,671 10.34%

TESLA INC 639,266 11.19%

WALMART INC 568,713 11.94%

FACEBOOK INC 553,675 12.67%

SAMSUNG ELECTRONICS CO LTD 540,605 13.38%

JOHNSON & JOHNSON 535,317 14.09%

Source: Bessembinder, Hendrik, et al. “Long-term shareholder returns: Evidence from 64,000 global stocks.” Financial Analysts Journal 79.3 (2023): 33-63.

Chapter 2

Micro fundamentals
How company-specific factors affect stock performance
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Historically, the stock market has mirrored transformational 
structural changes. The make-up of the Dow Jones Industrial 
Average reflects how the world has changed over the last 127 
years. The name of the index itself speaks to its origins: When 
it was created in 1896, the world had been transformed by 
the Industrial Revolution. The invention of the open-hearth 
furnace by Siemens in 1860 allowed for the mass construction 
of steel, crucial for industrialization and infrastructure expan-
sion. By 1920, a third of the index was made up of steel com-
panies. Over time, with the advent of the automobile follow-
ing the Benz patent motorcar, automotive companies became 
prominent in the index, rising to a third of the constituents by 
1930. In the 2000s, internet companies and, in the wake of 
recombinant DNA, pharma companies took a larger share of 
index membership (see Fig. 7).

Today, we think there are three transformational innovation 
opportunities (TRIOs) that will drive equity markets in the 
coming decade: artificial intelligence, power and resources, 
and longevity.

From 2023 to today, the most dominant structural innovation 
has been generative artificial intelligence (AI), unleashed by 
the launch of ChatGPT in November 2022. About half of the 
appreciation in the MSCI World Index since then has been 
driven by leading AI companies. The dividing line between 
winners and losers inside the technology, consumer, and com-
munication services has equally been delineated by AI.

Besides AI, in this year and last, electrification has driven most 
of the returns for the energy, industrials, utilities, materials, and 
real estate sectors, whereas GLP-based obesity drugs have been 
responsible for the biggest gainers in health care. Of the top 10 
best performing stocks in the S&P 500 during the first half of 
this year, five benefit from AI, three from power and resource 
innovation, and one from longevity—combined, they make up 
close to 40% of the stock market’s entire appreciation.

All three of these transformational drivers—AI, power and 
resource innovation, and longevity—are likely to impact global 
equity markets over the next decade. 

It is surprising that this perspective of structural change is the 
least institutionally acknowledged. While there are many 
“macro” funds, there are few “structural alpha” funds that 
invest into the largest transformational structural trends of our 
times. We see an opportunity to closely align our equity invest-
ment decisions with the alpha opportunity stemming from new 
transformational innovation.

All three of these transformational 
drivers—AI, power and resource 
innovation, and longevity—are likely to 
impact global equity markets over the 
next decade. 

Figure 7

How structural transformation has affected the 
Dow’s composition

Structural 
transformation

Years
% DJ 

constituents 
(max)

Trigger event

Industrialization 
(steel constructions)

1896-1920 33%
Open hearth furnace 

(Siemens patent 1860)

Automotives 1900-1930 30% Benz patent (1886)

Electrification 1910-1930 20%
Tesla AC polyphase 

system (1893)

Internet era 1990-2024 10% WWW (1989)

Health care 2000-2020 17%

Recombinant DNA 
(1974), Orphan drug 

act (1983), PFUFA 
(1992)

Source: UBS

Chapter 3

Structural transformation
How transformational factors affect stock performance

Figure 8

AI, power and resource innovation, and longevity 
drove the US market rally in the first half of the year
Top 10 best performing S&P 500 stocks in 1H24

Firm Name
% of S&P 500 net market 

cap gains
1H24 performance (%)

SUPER MICRO COMPUTER 0.5% 188.2%

NVIDIA 30.2% 149.5%

VISTRA 0.3% 123.2%

CONSTELLATION ENERGY 0.4% 71.3%

GE AEROSPACE 0.6% 56.2%

ELI LILLY 5.1% 55.3%

MICRON TECHNOLOGY 0.9% 54.1%

NRG ENERGY 0.1% 50.6%

CROWDSTRIKE HOLDINGS A 0.5% 50.1%

ARISTA NETWORKS 0.6% 48.8%

Source: Refinitiv, UBS
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Our equity preferences are the prism through which we identify 
the areas of the stock market with the highest return potential.

There are many ways to group stocks. Country, industry, and 
style have been the dominant criteria to create baskets of 
stocks, largely a legacy of the factor modeling framework of 
the 1970s.

However, when we break down the performance of the stocks 
in the MSCI All Country Index over the last 21 years, we find 
that only 24% of returns stem from country, industry, and style 
factors and most of the stock performance comes from com-
pany-specific factors. Of these, style factors, such as value, 
growth, small cap, and large cap, only account for 3% of 
returns (see Fig. 9).

For our global equity preferences, we therefore focus on country 
and industry groupings as categories while dedicating more 
attention to structural innovation and tactical opportunities 
backed by strong company fundamentals, based on a universe 
of liquid, commonly known global stock indexes (e.g. MSCI AC 

World) and industry classifications (e.g. International Standard 
Industrial Classification). For each of these categories, we also 
highlight our top stock picks to capture the most stock-specific 
return upside.

We rate our preferences along a five-point grid from Least 
Attractive, Unattractive, Neutral, Attractive, to Most Attractive 
based on the strength and conviction of our return forecasts 
over the next 12 months. These preferences do not take into 
account the likely volatility of returns or how these preferences 
are correlated with each other. Many of the stock groupings 
have overlaps in their members. This means our preferences 
can reflect the same view in different stock baskets. For proper 
portfolio construction, it is key to take into account both the 
risk of and correlation between our preferences.

Our equity preferences are the prism 
through which we identify the areas of 
the stock market with the highest return 
potential. 

Stock return contribution by factor

Source: UBS analysis 

Figure 9

52%

24%

16%

5%
3%

Company 
specific

Market

Country

Industry

Style

Return attribution for MSCI ACWI constituents from 2002 to present based 
on median using the Axioma risk model

Chapter 4

Global equity preferences
Bringing our three perspectives together
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We will present our views on equities in three contexts. 

Region / sectors / sub-sectors 
We believe that a global, style-agnostic approach to investing 
will offer the greatest potential for returns in the years ahead. 
We will continue to provide our views on the major regions 
and sectors. Countries and sectors are relevant segments, they 
account for about one fifth of returns within the factor frame-
work. We also see investment opportunities in sub-sectors 
such as the luxury consumer segment, which exhibits differen-
tiated pricing power and high barriers to entry and can span 
different industries.

For each major region and sector, we will also continually 
update our top picks—stocks that we believe offer the best 
prospects in that segment—and the broader list for investors 
looking to build more diversified single stock exposure to that 
region or sector.

Transformational and long-term opportunities
Transformational innovation opportunities 
Idiosyncratic alpha, which is often driven by a firm’s exposure 
to some of the most important transformative innovations of 
the time, has become one of the biggest drivers of equity 
market returns. The performance of companies exposed to AI 
and obesity in recent years reflects this trend.

We see three “Transformational innovation opportunities”—
the TRIOs—that we believe will generate alpha in the years 
ahead. These are AI, Power and Resource Innovation, and 
Longevity, areas that we anticipate the greatest upside, based 
on our assessment of the addressable market and of the 
potential for companies to earn meaningful profits. 

For each TRIO, we will continually update a stock list of com-
panies and top picks that we think are best positioned to per-
form in each space. We will also update our views on which 
TRIO is best placed at the current point in the cycle.

Longer-term investment opportunities 
TRIOs cover broad areas of potential opportunity and could 
encompass many themes or sub-industries. For example, 
within the broad AI opportunity set, we see opportunities in 
areas like data, cybersecurity, and fintech. 

“Longer-term investment” (LTI) ideas cover these more specific 
opportunities. While, by virtue of its longer-term nature, our 
LTI shelf will not change much month to month, we will 
endeavor to share our views on which LTIs look best posi-
tioned at that moment.

For each LTI, we maintain a broad list of companies with the 
most material exposure to it. And when specific opportunities 
emerge, we will provide more focused list of relevant stocks 
with the highest potential to profit from them.

Tactical opportunities
In the shorter term, tactical opportunities can arise based on, 
for example, changes in macroeconomic policy, shifts in cur-
rency markets, a new geopolitical situation, or economic trends. 

For each “tactical opportunity,” we will update a stock list and 
top picks for investors looking to build single stock exposure to 
that opportunity.

Chapter 5

Our equity shelf
How we will keep you updated
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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”), part of UBS Group AG (“UBS Group”). UBS Group 
includes former Credit Suisse AG, its subsidiaries, branches and affiliates. Additional disclaimer relevant to Credit Suisse Wealth Man-
agement follows at the end of this section.
The investment views have been prepared in accordance with legal requirements designed to promote the independence of invest-
ment 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 personal recommendation or take into account the 
particular investment objectives, investment strategies, financial situation and needs of any specific recipient. It is based on numerous 
assumptions. Different assumptions could result in materially different results. Certain services and products are subject to legal restric-
tions and cannot be offered worldwide on an unrestricted basis and/or may not be eligible for sale to all investors. All information and 
opinions expressed in this document were obtained from 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 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 pay-
able, the price or the value of any financial instrument or financial contract; or (iii) to measure the performance of any financial instru-
ment including, without limitation, for the purpose of tracking the return or performance of any Value or of defining the asset alloca-
tion 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 invest-
ments 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 invest-
ments 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 con-
stituencies for the purpose of gathering, synthesizing and interpreting market information.

Different areas, groups, and personnel within UBS Group may produce and distribute separate research products independently of 
each other. For example, research publications from CIO are produced by UBS Global Wealth Management. UBS Global Research 
is produced by UBS Investment Bank. Research methodologies and rating systems of each separate research organization 
may differ, for example, in terms of investment recommendations, investment horizon, model assumptions, and valuation methods. 
As a consequence, except for certain economic forecasts (for which UBS CIO and UBS Global Research may collaborate), investment 
recommendations, ratings, price targets, and valuations provided by each of the separate research organizations may be different, or 
inconsistent. You should refer to each relevant research product for the details as to their methodologies and rating system. Not all 
clients may have access to all products from every organization. Each research product is subject to the policies and procedures of the 
organization that produces it. 
The compensation of the analyst(s) who prepared this report is determined exclusively by research management and senior manage-
ment (not including investment banking). Analyst compensation is not based on investment banking, sales and trading or principal 
trading revenues, however, compensation may relate to the revenues of UBS Group as a whole, of which investment banking, sales 
and trading and principal trading are a part.

How we cover equities  |  October 2024    10



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 ref-
erence to specific client’s circumstances and needs. We are of necessity unable to take into account the particular investment objec-
tives, 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. 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-methodology. Additional information on the relevant authors of this publication and other CIO publication(s) refer-
enced in this report; and copies of any past reports on this topic; are available upon request from your client advisor.

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 
approach ESG analysis and incorporate the findings in a variety of ways. Incorporating ESG factors or Sustainable Investing consider-
ations may inhibit UBS’s ability to participate in or to advise on certain investment opportunities that otherwise would be consistent 
with the Client’s investment objectives. The returns on a portfolio incorporating ESG factors or Sustainable Investing considerations 
may be lower or higher than portfolios where ESG factors, exclusions, or other sustainability issues are not considered by UBS, and the 
investment opportunities available to such portfolios may differ.
	
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.

USA: Distributed to US persons only by UBS Financial Services Inc. or UBS Securities LLC, subsidiaries of UBS AG. UBS Switzerland AG, 
UBS Europe SE, UBS Bank, S.A., UBS Brasil Administradora de Valores Mobiliarios Ltda, UBS Asesores Mexico, S.A. de C.V., UBS SuMi 
TRUST Wealth Management Co., Ltd., UBS Wealth Management Israel Ltd and UBS Menkul Degerler AS are affiliates of UBS AG. UBS 
Financial Services Inc. accepts responsibility for the content of a report prepared by a non-US affiliate when it distributes 
reports to US persons. All transactions by a US person in the securities mentioned in this report should be effected 
through a US-registered broker dealer affiliated with UBS, and not through a non-US affiliate. The contents of this report 
have not been and will not be approved by any securities or investment authority in the United States or elsewhere. UBS 
Financial Services Inc. is not acting as a municipal advisor to any municipal entity or obligated person within the meaning 
of Section 15B of the Securities Exchange Act (the “Municipal Advisor Rule”) and the opinions or views contained herein 
are not intended to be, and do not constitute, advice within the meaning of the Municipal Advisor Rule.

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

Additional Disclaimer relevant to Credit Suisse Wealth Management
You receive this document in your capacity as a client of Credit Suisse Wealth Management. Your personal data will be processed in 
accordance with the Credit Suisse privacy statement accessible at your domicile through the official Credit Suisse website https://www.
credit-suisse.com. In order to provide you with marketing materials concerning our products and services, UBS Group AG and its 
subsidiaries may process your basic personal data (i.e. contact details such as name, e-mail address) until you notify us that you no 
longer wish to receive them. You can optout from receiving these materials at any time by informing your Relationship Manager.

Except as otherwise specified herein and/or depending on the local Credit Suisse entity from which you are receiving this report, this 
report is distributed by UBS Switzerland AG, authorised and regulated by the Swiss Financial Market Supervisory Authority (FINMA).
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