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While it had become something of a closer call in recent weeks due to both a
softening in the economic data and increased volatility within equity markets,
the FOMC opted to raise the target federal funds rate by 25 basis points at
Wednesday's meeting, as expected. This marks the ninth rate hike since the
Federal Reserve first began the process of policy "normalization” three years
ago, and the eighth rate hike in the last eight quarters. But while the Fed
elected to ratchet the funds rate up once again, it also signaled that the once-
per-quarter pace of the last two years has ended and the pace of additional
rate hikes will be more dependent on the outlook for growth and inflation
in the months ahead.

In addition, the dots — which reflect the forward-looking rate forecasts of
individual FOMC members — shows a bit of a shift in policy views, with the
median dot now signaling just two more rate hikes over the course of 2019
and one in 2020. While this is still above what markets have been pricing in
(as reflected by the fed funds forward curve), it does indicate a less aggressive
pace of hiking than the Fed's prior forecasts of three hikes in 2019 and one
in 2020.

Despite a less aggressive path of rate hikes from the Fed and a clear emphasis
from Chairman Jay Powell that the Fed will be "data dependent,” the S&P
500 sold off more than 2.5% after the statement was released. Market
participants may have been disappointed that the Fed did not explicitly
suggest a pause in its rate hiking campaign. Still, the statement from the
Fed acknowledged the recent volatility in financial markets. And, in his
press conference, Powell indicated that market participants appear to be
concerned that there are risks to the growth outlook. This should give
investors some comfort that the Fed will continue to reduce its rate hiking
plans if growth does, in fact, disappoint.

Investor attention will now shift back to economic and corporate
fundamentals. While both economic and corporate profit growth are slowing
from elevated to more "normal" levels, there are scant signs that the
economy is on the cusp of a recession. Similarly, we think the risk that
trade frictions between the US and China result in an abrupt deceleration in
economic activity is overstated.

We continue to believe that the recent sell-off in equity markets reflects far
too much pessimism about the outlook, and expect equities globally will
rebound over the next six months. But markets are also likely to remain
volatile in the near term as investors wait for clear evidence that their concerns
about slowing economic and earnings growth are misplaced.
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Research publications from Chief Investment Office Global Wealth Management, formerly known as CIO Americas, Wealth
Management, are published by UBS Global Wealth Management, a Business Division of UBS AG or an affiliate thereof
(collectively, UBS). In certain countries UBS AG is referred to as UBS SA. 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
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assumptions could result in materially different results. We recommend that you obtain financial and/or tax advice as to
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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 prices indicated are
current only as of the date of this report, and are subject to change without notice. Opinions expressed herein may differ
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and/or criteria. At any time, investment decisions (including whether to buy, sell or hold securities) made by UBS and its
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is considered risky. Past performance of an investment is no guarantee for its future performance. 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 FX rates may have an adverse effect on the price, value or income of an investment. This report is
for distribution only under such circumstances as may be permitted by applicable law.
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AG. UBS Financial Services Incorporated of PuertoRico is a subsidiary of UBS Financial Services Inc. 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
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