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The year 2025 was marked by relentless innovation, political upheaval, and market surprises. As 2026
approaches, investors are watching to see if Al innovation, fiscal support, and easier monetary policy
can continue giving markets the momentum to break free from the drag of debt, demographics, and
deglobalization. The question: will these forces deliver the “escape velocity” needed for a new era of
growth, or will old constraints keep holding markets back?

Zurich, November 20, 2025 - In the Year Ahead 2026 UBS Global Wealth Management’s (GWM) Chief Investment
Office (CIO) outlines what investors can expect in the new year, where to look for growth and income, and why
diversification matters to build a robust portfolio.

Al-driven innovation has powered markets higher in 2025, with just the information technology sector alone now
accounting for 28% of the MSCI AC World index. Powerful trends in capital expenditure and accelerating adoption
are likely to drive further growth for Al-linked stocks.

Additionally, the economic backdrop in 2026 should support equities more broadly, with growth accelerating in the
second half of the year. In the US, growth is expected at 1.7%, backed by more favorable financial conditions and
accommodative fiscal policies. Eurozone GDP is forecast to grow at 1.1%, while APAC’s economic growth should
reach the 5% range.

With these developments in mind the report highlights the following key investment views for the year ahead:

Invest in transformational innovation: Al and technology have been key drivers of global equity markets and
should fuel further gains in 2026. While being mindful of bubble risks, allocating up to 30% of a diversified
equity portfolio to structural trends including Al, longevity, as well as power and resources, is recommended.

Add to equities: Supportive economic conditions should underpin global equities, which are expected to rise
by around 15% by the end of 2026. Solid US growth and accommodative fiscal and monetary policy favor
technology, utilities, health care, and banking, with gains likely in the US, China, Japan, and Europe.

Seek opportunities in China: China’s tech sector stands out as a top global opportunity. Strong liquidity, retail
flows, and earnings expected to rise to 37% in 2026, should sustain momentum for Chinese equities. Broader
Asian exposure, in particular to India and Singapore, could provide additional benefits for investors seeking
diversification, as could emerging markets.

Favor commodities: Supply constraints, rising demand, geopolitical risks, and long-term trends like the global
energy transition should support commodities. Within this asset class, particular opportunities exist in copper,
aluminum, and agricultural commodities, while gold serves as a valuable diversifier.

Seek diversified income: Income-seeking investors should diversify, by blending quality bonds and higher
yielding strategies with income-generating equities and structured investments. This should help generate yield
and manage risks associated with tight credit spreads and market uncertainties.

Currency strategy matters: The euro, Australian dollar, and Norwegian krone are preferred over the US dollar,
as anticipated US rate cuts may put pressure on the greenback. Financial repression could contribute to
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increased currency volatility in the future, and high-yielding currencies are poised to benefit as risk appetite

broadens in FX markets over the next year.

Mark Haefele, Chief Investment Officer at UBS GWM, says: “As we look ahead to 2026, the question is
whether the powerful forces of Al, fiscal stimulus, and easing monetary policy can propel global markets beyond the

gravity of debt, demographics, and deglobalization, toward a new era of growth. Navigating these structural shifts

demands that investors adapt their strategies by focusing on sectors and themes where capital is flowing and

transformation is taking place.”

Key risks and scenarios

While political headlines will remain front and center in 2026, history suggests their impact on financial markets is

often short-lived. However, there are risks that could bring markets back to earth in the year ahead, including: 1) a

potential disappointment in Al progress or adoption, 2) a resurgence or persistence of inflation, 3) a more

entrenched phase of US-China strategic rivalry, and 4) the (re-) emergence of sovereign or private sector debt

concerns.

The report outlines the following risk scenarios for the year ahead:

Scenarios for the year ahead

Al

Economics

Policy

Bull scenario (Tech boom)

Robust, broad-based Al spending
and rapid adoption. Monetization
exceeds expectations, driving
productivity and corporate profits.
“Agentic” and physical Al
applications accelerate, fueling
optimism and further investment.

US growth outpaces trend, led by
strong consumption and business
investment. Unemployment
remains low, wage growth is
healthy. Other major economies
benefit from global tech spillovers
and easing trade tensions.

US tariffs fall below 10%, reducing

trade friction. Possible Russia-
Ukraine ceasefire boosts global

sentiment. Central banks maintain

or tighten policy only modestly;
credit spreads tighten.

Targets (December 2026)

MSCI AC
World

S&P 500

Bull scenario (Tech boom)

1,450

8,400

Base case (Solid growth)

Solid Al investment continues,
with steady adoption and
gradual monetization.
Productivity gains are
incremental, supporting
business sentiment but not
transforming macro growth.

US grows at its 2% trend rate;
labor market softens but
unemployment stays below
5%. Consumption is resilient.
Europe and China growth is
supported by targeted fiscal
stimulus.

Fed cuts rates toward 3-3.5%
as inflation stabilizes near
targets. US tariffs remain in the
high teens, but retaliation is
limited. Fiscal stimulus in
Europe and China supports
growth.

Base case (Solid growth)

1,350

7,700

Bear scenario (Disruption)

Al investment stalls or
contracts due to disappointing
monetization, technical
setbacks, or obsolescence.
Corporate caution leads to
reduced capex and slower
adoption.

US growth slows sharply —
below trend or even flat — due
to lagged tariff impacts,
weaker consumption, and
spillover effects. Other major
economies also weaken,; risk
of recession rises.

Central banks respond
aggressively: Fed cuts 200-
300bps. Policy focus shifts to
crisis management. Credit
spreads widen. Trade tensions
and inflation risks persist.

Bear scenario (Disruption)

830

4,500



Bull scenario (Tech boom)

Base case (Solid growth)

Bear scenario (Disruption)

EuroStoxx 50 6,800 6,200 4,400
SMI 14,600 13,600 10,500
MSCI EM 1,640 1,560 1,070
Fed funds rate 4.00 3.50 1.50
(upper bound)

US 10-year 4.75 3.75 2.50
EURUSD 1.14 1.20 1.26
EURCHF 0.98 0.95 0.90
Gold USD 3,700/0z USD 4,300/0z USD 4,900/0z

To manage risk in 2026, investors can take practical steps to protect and strengthen their portfolios:

Hedge market risks: Investors should consider a diversified approach to hedging market risks, including
holding adequate liquidity to prevent forced selling, and consider quality bonds and gold for stability. Low
volatility periods can be used to lock in gains with structured investments.

Diversify with alternatives: Adding alternatives, such as hedge funds and private equity, is a key part of
effective diversification, and for many investors with an endowment style portfolio an allocation of up to 40%
of total assets to alternatives can enhance risk-adjusted returns.

UBS Switzerland AG

About UBS

UBS is a leading and truly global wealth manager and the leading universal bank in Switzerland. It also provides diversified asset management
solutions and focused investment banking capabilities. UBS manages 6.9 trillion dollars of invested assets as per third quarter 2025. UBS helps
clients achieve their financial goals through personalized advice, solutions and products. Headquartered in Zurich, Switzerland, the firm is
operating in more than 50 markets around the globe. UBS Group shares are listed on the SIX Swiss Exchange and the New York Stock Exchange
(NYSE).

Disclaimer

This material has been prepared by UBS Switzerland AG ("UBS"). Information contained in it has not been tailored to the specific needs,
investment objectives, personal and/or financial circumstances of any recipient. Although all pieces of information and opinions expressed herein
were obtained from sources believed to be reliable and in good faith, no representation or warranty, express or implied, is provided in relation to
the accuracy, completeness or reliability of the information contained herein. Source of all information is UBS unless otherwise stated. All
information and opinions expressed in this material are subject to change without notice.

This material is provided for your information only and is not an offer, or a solicitation of an offer, to buy or sell any investment or other
specific product or service. UBS retains the right to change the range of services, the products and the prices at any time without prior notice.
Certain services and products are subject to legal restrictions and cannot therefore be offered worldwide on an unrestricted basis. Products and
services mentioned may require agreements to be signed. Please note that the terms and conditions of such specific agreements apply to these
products and services. Nothing herein shall limit or restrict the particular terms of any specific offering.

Except where explicitly stated, UBS does not provide legal or tax advice and this material does not constitute such advice. UBS strongly
recommends to all persons considering the information in this material to obtain appropriate independent legal, tax and other professional
advice.

UBS specifically prohibits the redistribution and/or reproduction of this material in whole or in part without the prior written permission of UBS
and UBS accepts no liability whatsoever for the actions of third parties in this respect. To the fullest extent permitted by law, neither UBS nor any
of our directors, officers, employees or agents is liable for any loss (including indirect, special or consequential losses or damages, even if we
have been advised of the possibility of such loss or damage) arising out of any person’s use of, or reliance upon, all or any part of the
information contained herein.

©UBS 2025. The key symbol and UBS are among the registered and unregistered trademarks of UBS. Al rights reserved.
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The products, services, information and/or materials contained within these web pages may not be available for residents of certain jurisdictions. Please
consult the sales restrictions relating to the products or services in question for further information.

Copying, editing, modifying, distributing, sharing, linking or any other use (whether for commercial purposes or otherwise) of this material, other than
personal viewing, without UBS's prior written permission is strictly prohibited.

CIO research disclaimer
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