
For UBS marketing purposes

In CIO’s view, investors who are willing and able to tolerate lower liquidity and less transparency should consider the benefits of allocating part of their
portfolio to alternative assets. (UBS)
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The Federal Reserve’s actions and guidance look likely to drive markets in the weeks to come. The US central
bank is set to reduce interest rates from its 23-year high of 5.25-5.50%, a level where they remained for the
past 14 months to combat inflation.

Whether the Fed will cut rates by 25 or 50 basis points remains a debate among market participants, with the August
retail sales figure due Tuesday having the potential to tip the balance.

How markets would interpret and react to the Fed’s decision poses further uncertainty for investors, while growth concerns
and US election risks are unlikely to fade anytime soon. But while there are ways to hedge portfolios against near-term
volatility, investors should not lose sight of their longer-term financial goals. Investors willing and able to tolerate lower
liquidity and less transparency should consider the benefits of allocating part of their portfolio to alternative assets, in
our view.

Examining one’s portfolio with a longevity lens may increase confidence in venturing into alternative assets.
In addition to managing cash flows for short-term expenses, investors should hold a portfolio that aims to meet their
financial objectives over a lifetime. The focus, in our view, is to produce consistent growth and income to ensure that their
lifetime spending needs will be met, even if there is a stretch of volatility or poor market returns. This context could help
investors tap into more opportunities offered by alternative assets and avoid behavioral biases amid uncertainty.

Hedge funds are designed to navigate volatile, unpredictable markets. Hedge funds can mitigate portfolio
drawdowns during periods of heightened volatility. Historical data show that certain hedge fund strategies consistently
outperform traditional asset classes during market sell-offs owing to their low to moderate correlation with equities and
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bonds. In addition, hedge funds can take advantage of market dislocations to increase alpha potential. We believe hedge
funds are well positioned to navigate changing market conditions. Strategies like low net equity, alternative credit, global
macro, and multi-strategy funds can boost portfolio resilience and enhance risk-adjusted returns.

Private assets offer potential benefits both in terms of better risk-adjusted performance and enhanced
diversification. Over the long run, we expect portfolios that include private assets to outperform those that do not, as
less efficient markets and active ownership should offer greater opportunities to capture a premium. In private equity,
we currently seek exposure to value-oriented buyout strategies and continue to recommend allocations to secondaries.
In private credit, we prefer those with disciplined underwriting approaches and diversified businesses. In real assets, the
case for private real estate as a diversifier remains intact, and we believe markets will rebound in the years ahead thanks
to strong demographics, migratory patterns, and job creation.

So, for investors willing and able to manage inherent risks such as illiquidity and leverage, we continue to believe that
allocations to alternatives in a well-diversified portfolio can help investors grow long-term wealth while navigating near-
term uncertainty.
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Important information
As a firm providing wealth management services to clients, UBS Financial Services, Inc is registered with the U.S. Securities and
Exchange Commission (SEC) as an investment adviser and a broker-dealer, offering both investment advisory and brokerage
services. Advisory services and brokerage services are separate and distinct, differ in material ways and are governed by different
laws and separate contracts. It is important that you carefully read the agreements and disclosures UBS provides to you about
the products or services offered. For more information, please visit our website at www.ubs.com/workingwithus.
© UBS 2024. All rights reserved. UBS Financial Services Inc. is a subsidiary of UBS AG. Member FINRA/SIPC.
There are two sources of UBS research. Reports from the first source, UBS CIO Global Wealth Management, are designed for
individual investors and are produced by UBS Global Wealth Management (which includes UBS Financial Services Inc. and UBS
International Inc.). The second research source is UBS Group Research, whose primary business focus is institutional investors. The
two sources operate independently and may therefore have different recommendations. The various research content provided
does not take into account the unique investment objectives, financial situation or particular needs of any specific individual
investor. If you have any questions, please consult your Financial Advisor. UBS Financial Services Inc. is a subsidiary of UBS AG
and an affiliate of UBS International Inc.
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	Important Disclosures

