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With cash interest rates likely to fall more quickly than we had previously expected, it remains important in CIO view for investors to deploy excess cash
into medium-duration quality fixed income. (UBS)

Quality remains a key theme.
06 August 2024, 2:17 pm CEST, written by UBS Editorial Team

Throughout 2024, we have reiterated the theme of “quality” in both bonds and equities. With recession fears
rising, quality remains a key theme.

In fixed income, we would expect quality bonds to deliver positive total returns in our base case, and they could rally even
further if recessionary fears continue to mount. With cash interest rates likely to fall more quickly than we had previously
expected, it remains important in our view for investors to deploy excess cash into medium-duration quality fixed income.

In equities, quality is an investment style that has historically outperformed as a whole and with the highest relative returns
during recessions. Since 1992, quality stocks have delivered 9% annualized outperformance over global indices during
recessions (MSCI ACWI quality index versus MSCI ACWI). Companies with strong balance sheets and a track record of
earnings growth, as well as those that are exposed to structural growth drivers, should be relatively well positioned if
cyclical fears mount.

Elsewhere, we continue to like gold and the Swiss franc. The cost of direct hedging on equity markets has risen in recent
days. As such, diversification with quality bonds, gold, and the Swiss franc is an important way for investors to insulate
portfolios against further equity market volatility. Switzerland looks closer to the end of its policy easing cycle than most
other central banks, and we would expect gold to benefit from central bank reserve diversification, investors seeking
relative "safe havens," and anticipation of faster interest rate cuts.
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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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