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Markets relapse as COVID-
related restrictions outpace
stimulus
UBS House View - CIO Alert

Mark Haefele, Chief Investment Officer Global Wealth Management, UBS AG

The dislocation caused by widespread restrictions on movement continues
to reverberate around global markets and overwhelm policymaker
responses. The S&P 500 was down 5.2% on Wednesday, while the Euro
Stoxx 50 closed 5.7% lower and the Hang Seng fell 4.2%. Even safe
havens were not immune, as many investors sold liquid assets to meet
other obligations. Gold fell 2.8% and US Treasuries remained under
pressure. The yield on the 10-year Treasury has climbed to 1.2% from
0.65% on Monday. The VIX volatility index closed at 76.

The tide of negative developments on the virus also continued, with news
that global infections had risen above 200,000 and the number of deaths
had climbed above 8,000. The number of new cases in Hong Kong also
climbed, raising fears of a renewed spread of COVID-19 in Asia. Measures
to contain its spread also intensified. Australia announced it would restrict
gatherings and overseas travel. Nevada, home to Las Vegas, has shut its
leisure sector, which accounts for a quarter of jobs in the state. Detroit's
three main US carmakers agreed to close their US factories. The US and
Canada closed the border to non-essential traffic.

In the near term, we think markets are focused on two things: 1) whether
central banks are moving quickly to get in front of the dislocations
in financial markets and ensuring the liquidity necessary to meet the
deleveraging; and 2) whether fiscal policymakers can deploy the necessary
tools to mitigate job losses and bankruptcies in the event of the expected
continued rise in the infection count, and shutdowns persisting for more
than a few weeks.

On both fronts, a lot has been done already:

• The Federal Reserve has rolled out its Global Financial Crisis playbook
in three days, including cutting rates to zero; offering USD 1 trillion in
term and overnight repos; starting USD 700bn of quantitative easing;
cutting the discount window rate for banks; introducing global swap
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lines with the Bank of England, European Central Bank, Bank of Japan,
Bank of Canada, and Swiss National Bank; reopening the Commercial
Paper Funding Facility (CPFF) and the credit facility for primary dealers
(PDCF); cutting the reserve requirement to zero; and cutting liquidity
and capital buffers for banks.

• The response from governments has also developed at unprecedented
speed. The Trump administration has scaled up its proposed stimulus to
about 5.6% of GDP (USD 1.2 trillion), including direct cash payments
to individuals and industry bailouts. Germany and other Eurozone
countries have also indicated support to pay private sector wages.
The US Federal Housing Finance Agency announced that it is directing
Fannie Mae and Freddie Mac to suspend foreclosures and evictions
for at least 60 days. UK Prime Minister Boris Johnson also promised
additional measures to protect jobs and those in rented accommodation
from being evicted.

In the absence of credible signs that infection numbers in the western
world can be controlled, volatility is likely to remain elevated, and that
volatility forced further deleveraging today. We believe the Fed's actions
are working through the system to restore better functioning markets, but
investors could require more monetary policy actions before they are willing
to buy stocks with any conviction.

With such massive stimulus in place, and likely more to come, the upward
turn in markets, when it comes, could be violent. Yet predicting when
that turn will occur is impossible. As such, we continue to believe that a
disciplined, diversified, and far-sighted approach to investing will remain
the best way to grow capital over the long term. The significant recent
drops in markets mean that many portfolios will now hold a lower weight
to equities than their long-term targets. While we generally recommend
rebalancing over time to get back to target allocations, for some investors
the recent volatility could suggest that they may use option strategies as a
first step in reentering the market.

For investors with cash to deploy, we would seek out: 1) companies
with earnings that are relatively resilient to our virus scenarios, like
companies exposed to the 5G rollout in Asia and global quality stocks; 2)
secular themes that can benefit from the current situation like fintech, e-
commerce, online gaming, and online education; or 3) stocks in cyclical
sectors which face risks but we think have been oversold, notably China
property stocks listed in Hong Kong, and Japanese automation and
machinery companies.
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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 payable, the price or
the value of any financial instrument or financial contract; or (iii) to measure the performance of any financial instrument including, without
limitation, for the purpose of tracking the return or performance of any Value or of defining the asset allocation 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
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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
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of Greece, only. This document may not be considered as a public offering made or to be made to residents of Greece. Hong Kong: This
publication is distributed to clients of UBS AG Hong Kong Branch by UBS AG Hong Kong Branch, a licensed bank under the Hong Kong Banking
Ordinance and a registered institution under the Securities and Futures Ordinance. UBS AG Hong Kong Branch is incorporated in Switzerland
with limited liability. India: UBS Securities India Private Ltd. (Corporate Identity Number U67120MH1996PTC097299) 2/F, 2 North Avenue,
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Asesores"), an affiliate of UBS Switzerland AG, incorporated as a non-independent investment advisor under the Securities Market Law due to
the relation with a Foreign Bank. UBS Asesores is a regulated entity and it is subject to the supervision of the Mexican Banking and Securities
Commission ("CNBV"), which exclusively regulates UBS Asesores regarding the rendering of portfolio management, as well as on securities
investment advisory services, analysis and issuance of individual investment recommendations, so that the CNBV has no surveillance faculties
nor may have over any other service provided by UBS Asesores. UBS Asesores is registered before CNBV under Registry number 30060. You
are being provided with this UBS publication or material because you have indicated to UBS Asesores that you are a Sophisticated Qualified
Investor located in Mexico. The compensation of the analyst(s) who prepared this report is determined exclusively by research management and
senior management of any entity of UBS Group to which such analyst(s) render services. Nigeria: UBS Switzerland AG and its affiliates (UBS)
are not licensed, supervised or regulated in Nigeria by the Central Bank of Nigeria or the Nigerian Securities and Exchange Commission and
do not undertake banking or investment business activities in Nigeria. Portugal: UBS Switzerland AG is not licensed to conduct banking and
financial activities in Portugal nor is UBS Switzerland AG supervised by the portuguese regulators (Bank of Portugal "Banco de Portugal" and
Portuguese Securities Exchange Commission "Comissão do Mercado de Valores Mobiliários"). Singapore: This material was provided to you
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law in the form of a Societas Europaea, duly authorized by the ECB. Sweden: This publication is not intended to constitute a public offer
under Swedish law. It is distributed only for information purposes to clients of UBS Europe SE, Sweden Bankfilial, with place of business at
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