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Thought of the day Market update

The three-month rally in Chinese equities due to optimism around its Nikkei 225 -1.3%, Japan leading regional
economic reopening has waned since the Lunar New Year holiday. The declines.

MSCI China index fell last week for a third consecutive week amid a EURUSD +0.2%, trading above 1.06

lack of fresh reopening catalysts. Recent US-China tensions over Russia Gold +0.3%, near USD 1,829/0z.

and the US downing of a Chinese balloon have also contributed to the

consolidation in Chinese equities. Meanwhile, renewed concerns that the What to watch: 23 February 2023

Federal Reserve may have to ra|selpo||cy r.ates for longer to temper US + Fed's Bostic and Daly speak
inflation also weighed on global risk sentiment.

e Japan January CPI
As a result, MSCI China fell 2.2% last week, following the 2.9% and 4.9%
declines in the prior two weeks. While the index has got off to a positive
start this week, the recent retreat has pared its year-to-date gain to 4.9%,

down from as high as 17.2% earlier in the year.

But despite the recent consolidation, we believe that the outlook for the
Chinese economy remains positive this year, and we maintain a most
preferred stance on emerging market equities, including China, in our
global strategy.

The latest setback in Chinese equities is a healthy consolidation
after a three-month rally. Chinese equities have rallied 46% in three
months since the government began to dismantle its COVID-19 curbs in
November. Therefore, we view the 8.4% decline in the past three weeks as
a healthy consolidation attributed to profit-taking after the Lunar New Year
holiday as investors await fresh catalysts on the reopening.

Furthermore, we believe the benefits of China’s reopening have not been
fully reflected in the current valuations of MSCI China. We expect the start
of the earnings season this week to provide some fresh upside catalysts and
expect company management to reaffirm their post-reopening earnings
recovery. We note that negative earnings revisions have started to ease
while net earnings revisions in the consumer sector have begun to turn
positive.
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Consumption to lead economic recovery, buoyed by reopening
and policy focus. We expect China’s GDP growth to rebound to around
5% this year from 3% in 2022, led by a rebound in consumption and
investment due to the reopening and the government’s targeted policy
focus. We forecast China’s retail sales to grow by 7% in 2023 after
contracting 0.2% last year.

Tentative signs of a recovery in consumption were already evident over the
Lunar New Year holiday as catering and movie box-office sales reached
114% and 112.4% of 2019 levels, respectively, while domestic tourism
recorded the strongest visitor and revenue levels since the pandemic.
President Xi Jinping also signaled last month that domestic consumption
will be key to economic recovery this year. Shortly after his remarks, the
Ministry of Commerce announced that it plans to roll out policies to boost
consumption, with automobiles and home appliances among the key focus
areas.

Infrastructure investments are also likely to provide tailwinds to
the economy. Based on the heavy investment plans announced so far,
we believe that infrastructure spending will also be a key pillar for China’s
economic recovery this year. As of 12 February, local governments have
unveiled CNY 21.5tr in infrastructure projects, of which CNY 3.4tr are
planned for 2023. The investments are largely targeted at traditional
infrastructure such as transport, city renovation, and water conservancy,
as well as smart infrastructure including 5G, Al, and big data centers.
Furthermore, 29 of the 31 municipal governments have set growth targets
of at least 5% this year, reflecting a strong desire by Beijing to boost
growth.

So, we remain most preferred on emerging market equities, including
China, in our global strategies. Within Chinese equities, we like the direct
beneficiaries of reopening, including sectors such as pharmaceuticals,
medical equipment, and transportation. Broader emerging market equities
also look set to benefit from China’s reopening, in our view.

Caught our attention

Fed minutes show officials favor maintaining a restrictive stance.
The minutes of the Fed’'s most recent meeting, ending on 1 February,
indicated that “almost all” participants favored slowing the pace of
tightening to 25 basis points, down from 50 basis points in the December
gathering, and 75 basis points at the prior four meetings. But the minutes
also revealed that “participants generally noted that upside risks to the
inflation outlook remained a key factor shaping the policy outlook,” and
that interest rates would need to move higher and stay elevated “until
inflation is clearly on a path to 2%." Overall, “participants observed that
the uncertainty associated with their outlooks for economic activity, the
labor market, and inflation was high.”

Our view: The Fed meeting was held before January’s disappointing
consumer price index, strong labor market, and robust retail sales data. All
this has led to a more hawkish tilt in Fed rhetoric. Several key policymakers
have said that a 50-basis-point hike in March is possible, although market
pricing still heavily favors a 25-basis-point hike. Meanwhile, markets have
moved to price in a peak in rates of 5.37% later this year, up from 4.8%
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at the start of February. Investors will now be looking to the release of the
January PCE index, the Fed's favorite measure of inflation, on Friday.

Report: Deeper Russia export cuts coming. Reuters reported Russia is
planning to cut oil exports from its western ports by up to 25% month-
over-month in March, citing unnamed Russian oil market sources. If this
materializes, the export cuts would exceed the 500,000 barrels per day
production curbs previously announced for March. This comes amid a mild
winter in the Northern Hemisphere that has reduced fossil fuel demand, and
follows the launch of a G7 price cap mechanism and other sanctions on
Russia.

Our view: We recently tempered our oil price forecasts, with Brent now
expected to trade near USD 100/bbl and then USD 105/bbl in September and
December. Still, the outlook remains positive. Russian oil production looks
likely to continue declining as a result of the European embargo on Russian oil
imports. China's reopening remains another key driver, with Chinese demand
anticipated to rise 0.8mbpd in 2023. Risk-taking investors can consider
adding long positions in longer-dated Brent oil contracts, or selling downside
price risks over the next six month. We continue to like energy sector stocks,
which should be more resilient than growth stocks if inflation proves sticky
or rates move higher.

03



Daily Europe

Appendix

UBS Chief Investment Office's ("CIO") investment views are prepared and published by the Global Wealth Management business of UBS Switzerland
AG (regulated by FINMA in Switzerland) or its affiliates ("UBS").

The investment views have been prepared in accordance with legal requirements designed to promote the independence of investment research.
Generic investment research - Risk information:

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 contained herein does not constitute a personal recommendation or take into account the particular investment
objectives, investment strategies, financial situation and needs of any specific recipient. It is based on numerous assumptions. Different assumptions
could result in materially different results. Certain services and products are subject to legal restrictions and cannot be offered worldwide on an
unrestricted basis and/or may 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 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; (i) to determine the amounts due or payable, the price or the value of
any financial instrument or financial contract; or (jii) 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 document or otherwise
rely on any of the information for any of the above purposes. UBS and any of its directors or employees may be entitled at any time to hold long
or short positions in investment instruments referred to herein, carry out transactions involving relevant investment instruments in the capacity of
principal or agent, or provide any other services or have officers, who serve as directors, either to/for the issuer, the investment instrument itself or
to/for any company commercially or financially affiliated to such issuers. At any time, investment decisions (including whether to buy, sell or hold
securities) made by UBS and its employees may differ from or be contrary to the opinions expressed in UBS research publications. Some investments
may not be readily realizable since the market in the securities is illiquid and therefore valuing the investment and identifying the risk to which
you are exposed may be difficult to quantify. UBS relies on information barriers to control the flow of information contained in one or more areas
within UBS, into other areas, units, divisions or affiliates of UBS. Futures and options trading is not suitable for every investor as there is a substantial
risk of loss, and losses in excess of an initial investment may occur. Past performance of an investment is no guarantee for its future performance.
Additional information will be made available upon request. 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 foreign exchange rates may have an adverse effect on
the price, value or income of an investment. The analyst(s) responsible for the preparation of this report may interact with trading desk personnel,
sales personnel and other constituencies for the purpose of gathering, synthesizing and interpreting market information.

Tax treatment depends on the individual circumstances and may be subject to change in the future. UBS does not provide legal or tax advice and
makes no representations as to the tax treatment of assets or the investment returns thereon both in general or with reference to specific client's
circumstances and needs. We are of necessity unable to take into account the particular investment objectives, financial situation and needs of
our individual clients and we would recommend that you take financial and/or tax advice as to the implications (including tax) of investing in any
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 may be permitted by
applicable law. For information on the ways in which CIO manages conflicts and maintains independence of its investment views and publication
offering, and research and rating methodologies, please visit www.ubs.com/research-methodology. Additional information on the relevant authors
of this publication and other CIO publication(s) referenced in this report; and copies of any past reports on this topic; are available upon request
from your client advisor.

Options and futures are not suitable for all investors, and trading in these instruments is considered risky and may be appropriate only for
sophisticated investors. Prior to buying or selling an option, and for the complete risks relating to options, you must receive a copy of "Characteristics
and Risks of Standardized Options". You may read the document at https://www.theocc.com/about/publications/character-risks.jsp or ask your
financial advisor for a copy.

Investing in structured investments involves significant risks. For a detailed discussion of the risks involved in investing in any particular structured
investment, you must read the relevant offering materials for that investment. Structured investments are unsecured obligations of a particular issuer
with returns linked to the performance of an underlying asset. Depending on the terms of the investment, investors could lose all or a substantial
portion of their investment based on the performance of the underlying asset. Investors could also lose their entire investment if the issuer becomes
insolvent. UBS does not guarantee in any way the obligations or the financial condition of any issuer or the accuracy of any financial information
provided by any issuer. Structured investments are not traditional investments and investing in a structured investment is not equivalent to investing
directly in the underlying asset. Structured investments may have limited or no liquidity, and investors should be prepared to hold their investment to
maturity. The return of structured investments may be limited by a maximum gain, participation rate or other feature. Structured investments may
include call features and, if a structured investment is called early, investors would not earn any further return and may not be able to reinvest in
similar investments with similar terms. Structured investments include costs and fees which are generally embedded in the price of the investment.
The tax treatment of a structured investment may be complex and may differ from a direct investment in the underlying asset. UBS and its employees
do not provide tax advice. Investors should consult their own tax advisor about their own tax situation before investing in any securities.
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Important Information About Sustainable Investing Strategies: Sustainable investing strategies aim to consider and incorporate
environmental, social and governance (ESG) factors into investment process and portfolio construction. Strategies across geographies and styles
approach ESG analysis and incorporate the findings in a variety of ways. Incorporating ESG factors or Sustainable Investing considerations may
inhibit the portfolio manager’s ability to participate in certain investment opportunities that otherwise would be consistent with its investment
objective and other principal investment strategies. The returns on a portfolio consisting primarily of sustainable investments may be lower or
higher than portfolios where ESG factors, exclusions, or other sustainability issues are not considered by the portfolio manager, and the investment
opportunities available to such portfolios may differ. Companies may not necessarily meet high performance standards on all aspects of ESG
or sustainable investing issues; there is also no guarantee that any company will meet expectations in connection with corporate responsibility,
sustainability, and/or impact performance.

External Asset Managers / External Financial Consultants: In case this research or publication is provided to an External Asset Manager or
an External Financial Consultant, UBS expressly prohibits that it is redistributed by the External Asset Manager or the External Financial Consultant
and is made available to their clients and/or third parties.

USA: This document is not intended for distribution into the US and / or to US persons.

For country information, please visit ubs.com/cio-country-disclaimer-gr or ask your client advisor for the full disclaimer.
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