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State of the race

State of the race

A week is a long time in politics.
Harold Wilson, 1916-1995

Having served as British prime minister on two
separate occasions, Harold Wilson had a career
that is testament to the notion that political for-
tunes can change rapidly in highly contested elec
tion campaigns. Wilson's adage is worth remem-
bering, even as the probability of a Republican
sweep in the US midterms has diminished in recent
weeks. With another eight weeks before the elec-
tions, the odds of one party or the other gaining
seats in Congress is likely to shift again.

Voter turnout tends to decline in midterm elec
tions, which usually benefits the party in opposi-
tion to the White House—critics of incumbent
presidents are more motivated to register their dis-
satisfaction at the ballot box. However, there is
some evidence to suggest that the usual historical
pattern may not prevail in this cycle.

For example, actual voter turnout in the Kansas
primary election exceeded 47%, despite earlier
predictions by the secretary of state that only
36% of registered voters would participate. The
unusually high number of independent voters
who decided to participate in the primary elec-
tion followed the Supreme Court’s decision to re-
scind federal constitutional protection for abor-
tion six weeks earlier. Results from recent special
elections in Nebraska, Minnesota, and New York
also suggest a narrowing of the enthusiasm gap.

The volatility that has confounded markets this year
appears to have extended into the political arena.
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History suggests that the president’s political party
should expect to lose some congressional seats in
the midterm elections, which are viewed as a ref-
erendum on the performance of the chief execu-
tive. The popularity of the person holding the na-
tion’s highest office tends to diminish after two
years due in part to incessant media coverage
which tends to amplify periodic gaffes. When the
president’s job approval rating declines more pre-
cipitously than usual due to political blunders or
policy mistakes, the party in power pays a heavier
price at the polls.

The nexus is strongest in the House of Representa-
tives, where the party affiliated with the Oval Of-
fice almost always loses seats.! For recent exam-
ples, we need only reference the “shellacking” that
House Democrats took in 2010 or the defeats suf-
fered by their Republican counterparts eight years
later.2 Senators enjoy a higher profile than mem-
bers of the House of Representatives and tend to
be more insulated from a decline in the personal
appeal of the sitting president. The six-year term
accorded senators under the constitution also plays
a role, because the upper chamber’s most vulnera-
ble members may not need to seek reelection in
the middle of a presidential term.

We have discussed this dynamic in prior editions of
ElectionWatch but reiterate it here because this
year's midterms—surprisingly—are shaping up to
be more competitive than originally anticipated. Six
months ago, as state primary elections were just

Figure 1
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getting underway, Republicans were expected to
handily win a large majority of seats in the House
and recapture control of the Senate. President Joe
Biden’s personal popularity had not recovered
from the chaotic US withdrawal from Afghanistan,
and congressional Democrats were fighting among
themselves over major tax legislation.

If a week is a long time in politics, then six months
can seem like a lifetime. President Biden’s net job ap-
proval rating remains mired in negative territory (Fig.
1), but Democrats are now favored to retain narrow
control of the Senate. The GOP is still expected to

Figure 2
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summer

flip enough seats in the House to regain a majority,
but the expected margin is smaller than originally
forecasted. The disparity between Biden’s low job
approval rating and the optimism now voiced by
Democrats is a striking summer development.

The heightened competitiveness is due to a variety
of factors ranging from the nomination of inexpe-
rienced GOP candidates to a Supreme Court deci-
sion that has motivated Democrats and unaffiliated
voters to turn out in greater numbers. Legislative
successes in the form of the CHIPS and Science Act
and the Inflation Reduction Act also may have
played a role. The former, which enjoyed bipartisan
support, provides USD 52 billion worth of subsidies
and tax credits to encourage domestic production
of semiconductors and another USD 170 billion for
scientific research. The latter is wide-ranging and
transformative, as discussed in detail below.

Inflation Reduction Act alters the outlook
After months of dissension within the Democratic
caucus, the budget reconciliation bill was passed

UBS Investor Sentiment survey

As we discussed in a prior edition of ElectionWatch,
political affiliation often has a direct impact on
one’s degree of optimism regarding the future di-
rection of the economy.! Market participants who
share an affiliation with the political party in office
are more likely to accept greater risk and thereby
earn correspondingly higher returns. Conversely,
those disappointed with an election outcome often
adopt a risk-off strategy to their detriment.

Our most recent UBS Investor Sentiment survey
asked respondents to share an opinion regarding
presidential job performance and their preference
for control of the next Congress. The rate of disap-
proval for the president was lower than in national
polls but did increase from 40% to 44% since the
L0 7_11 40% 10 44%
“l/'[l Rate of disapproval for the

president increased since the
fourth quarter of 2021

ATk

on a party-line vote. The running joke in Washing-
ton had the Build Back Better bill retitled as either
Build Back Later or Build Back Never, which may
explain why the moniker was abandoned in favor
of the Inflation Reduction Act (IRA). The new title
is a bit of a misnomer—there is little to suggest
that its provisions will put a serious dent in the rate
of inflation—but it does represent a watershed
event in terms of federal healthcare, energy, and
climate policy.

The US healthcare system is notoriously complex,
relying as it does on a combination of public and
private insurance to provide individual medical cov-
erage. According to the Association of American
Medical Colleges, nearly 1in 5 Americans now
carry medical debt on their household balance
sheets. Total aggregate spending on healthcare
has hovered near 20% of US GDP in recent years.
And while hospital care as a percentage of total
healthcare spending has remained relatively flat,
pharmaceutical expenditures more than doubled
between 1980 and 2006.3

External view

fourth quarter of 2021. That's not too surprising.
But the percentage of respondents favoring Dem-
ocratic control of Congress increased from 33% to
36% over the past six months, leaving our respon-
dents evenly divided about which political party
they prefer to place in charge of legislation.

Recent legislative achievements may have gar-
nered Democrats some good will. Alternatively,
the decision in Dobbs v Jackson Women's Health
Organization, which eliminated a constitutional
right to obtain an abortion, might have played a
role in the divergent survey results. President Joe
Biden'’s job approval ratings appear to be having
less of an impact on Congressional races than one
might expect.

33% to 36%

Percentage of respondents

favoring Democratic control
of Congress increased over

the past six months
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Among other provisions, the IRA authorizes the
Secretary of the Department of Health and Human
Services to negotiate Medicare drug prices for 10
drugs that lack any competition from generics be-
ginning in 2026. Other pharmaceuticals will be
added annually thereafter. The IRA also extends
the subsidies for insurance premiums under the Af-
fordable Care Act for another three years. The new
legislation will have a substantive impact on the US
healthcare system, but its enactment precludes any
additional changes to healthcare policy for the
foreseeable future. From an investment stand-
point, the impact of drug pricing on the pharma-
ceutical sector should be manageable from an
earnings perspective. And importantly, clarity
around drug pricing reform will remove a long-
lasting overhang on the sector’s valuations.

In terms of energy and climate, the Inflation Re-
duction Act provides USD 30 billion in tax credits
to accelerate the production of renewable energy
components. It also enhances the federal tax credit
program for carbon capture use and sequestration,
which directly benefits energy companies that can
leverage CO2 capture technology for oil recovery.
Public utilities, meanwhile, are incentivized to in-

ElectionWatch virtual event

Robert M. Gates
22" United States
Secretary of Defense

Tom Naratil
Co-President

UBS Global Wealth
Management

crease renewable energy generation. Additional
support for the energy sector might be on the
agenda if Republicans assume control of one or
both chambers of Congress, but additional invest-
ment in climate remediation is unlikely.

It is also worth noting that sustainable investing,
more broadly, has become part of a national politi-
cal debate. Some state governments have pushed
back on investment initiatives tied to sustainable
principles, while others have reaffirmed their com-
mitment. We expect the debate to persist for some
time. The Department of Labor is planning to issue
final guidance for plan sponsors on the use of en-
vironmental, social, and governance (ESG) consid-
erations when selecting pension plan options later
this year, which may present headline-level risks for
sustainable investing strategies.

In terms of paying for the bill, it will be partly
funded by a new alternative minimum tax on com-
panies that make more than USD 1 billion in profits
and a 1% tax on share buybacks. Based on our es-
timates, the taxes should have a minimal 1% drag
on S&P 500 earnings per share, though some com-
panies will be more affected than others.

Recent global events have ushered in a new era of
geopolitics. Please join us for our first ElectionWatch
event where special guest Robert M. Gates, former
United States Secretary of Defense, will discuss the
role of policymakers as we look to secure America’s
future.

Wednesday, 21 September 2022
1:00-1:30 PM ET

Stay tuned for our second event on 26 October 2022 from
1:00-1:30 PM ET

Add to calendar >
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Over longer time periods, there is no consistent re-
lationship between control of the executive and
legislative branches of government and market re-
turns' (Fig. 3). Overall, stocks typically trade side-
ways prior to to the election and then rise in sub-
sequent months.

We believe monetary policy decisions from the Fed-
eral Reserve will be the key market driver this year,
especially given our base case for limited fiscal
spending in a gridlock scenario. As a result, we be-
lieve the market impact of the midterms will be
muted and advise investors to avoid taking big di-
rectional bets in anticipation of the election results.

That being said, certain investment themes stand
to benefit from the policy environment both head-
ing into, and beyond, Election Day.

Greentech goes global

While new climate legislation would be unlikely
under our base case of a divided government,
funds already allocated from the recent IRA (Fig. 4)
and last year’s bipartisan infrastructure plan will
continue to provide policy support for green in-
vestments. Several companies in the US region of
the greentech theme are well positioned to benefit
from both of these initiatives, especially those with
exposure to grid infrastructure, environmental con-
sulting, energy-efficient HVAC, sustainable aviation
fuels, and related revenue streams.

Figure 3

No consistent relationship between
market returns and makeup of politics

Average calendar year S&P 500 price return, in %
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Source: Bloomberg, UBS, as of April 2022

Security takes center stage

Although gridlock would prove to be a setback for
many legislative areas, investing in America’s security
across industries is not one of them. The CHIPS and
Science Act, for example, passed on bipartisan
grounds to secure the country’s standing in the race
for silicon nationalism. The Russian invasion of
Ukraine and heightened geopolitical tensions with
China have already had a meaningful and long-term
impact on security considerations. Regardless of gov-
ernment composition, the policy environment should
remain supportive overall when it comes to conven-
tional defense spending and cyberspace, as well as
securing energy, food, and semiconductor supplies.

Resilient spending

Select companies in our resilient spending theme
should stand to benefit from already passed legis-
lation, such as the bipartisan infrastructure plan
and the Inflation Reduction Act. This includes com-
panies that will receive government funding for
green infrastructure, but also more traditional in-
frastructure such as roads, bridges, and ports.

For specific company ideas tied to these themes,
please reach out to your UBS advisor.

Figure 4
Inflation Reduction Act '22:
Budget estimates

Revenue and investment breakdown in USD

Total revenue raised 737bn
15 % corporate minimum tax 222bn*
Prescription drug pricing reform 265bn***
IRS tax enforcement 124bn**
1% stock buybacks fee 74bn*
Loss limitation extension 52bn*
Total investments 437bn
Energy security and climate change 369bn*
Affordable Care Act extension 64bn**
Western drought resiliency Apn***
Total deficit reduction 300+ bn

Source: Democrats.senate.gov, Joint Committee on Taxation*,
Congressional Budget Office**, Senate***, UBS estimates, as of
August 2022
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We see three realistic possibilities in terms of elec
tion outcomes. The most probable scenario at this
time is a divided Congress, with Democrats retain-
ing narrow control of the Senate and the GOP as-
suming control of the House. The second most
likely scenario is a unified Congress under Republi-
can leadership. The third, which is less plausible
but whose odds have increased over the past few
weeks, is the retention of Democratic control of
both houses. A fourth scenario—Democrats re-
taining control of the House but losing the Sen-
ate—is theoretically possible but highly unlikely.

Republican sweep

Additional climate investment is unlikely under the
two most probable election outcomes, but greater
support for the legacy energy sector is expected to
be at the top of the agenda if the GOP assumes
control of both chambers. A unified Congress is
also more likely to increase defense spending sig-
nificantly, while demanding budgetary reforms in
exchange for increasing the debt ceiling.

Lesgislative agenda

Divided Congress

A divided Congress, with Democrats in control of
the Senate and the GOP managing the flow of leg-
islation to the floor of the House, increases the
probability of partisan gridlock, a government
shutdown, and a debt-limit showdown in 2023.
Defense spending rises and support for the carbon
energy sector increases. We expect House Republi-
cans to leverage their control of congressional
committees to exercise stringent oversight of the
regulatory policies employed by the Biden adminis-
tration. Bipartisan legislation is possible, but the
scope of such agreement is limited.

Status quo

This scenario is less likely but can no longer be dis-
counted completely, as Democrats have gained
momentum this summer. This outcome would re-
sult in renewed efforts to amend the tax code,
with a focus on the individual income tax rate and
a global tax regime on corporations.

Republican sweep Divided Congress

Scenarios Republicans assume control of Democrats retain control of the Democrats retain narrow control
both the Senate and the House  Senate but lose the House of both chambers of Congress

Probabilities

from UBS US

Office of 2 5 (yO 60 0/0 1 5 %

Public Policy

Election The probability of a GOP sweep Unlike the Senate, where candi- The probability of Democrats retain-
outlook has declined materially in recent dates run statewide and often ing control of the House is low. Mid-

weeks. GOP Senate candidates in
some swing states appear more
vulnerable than anticipated, while
a recent Supreme Court decision to
rescind federal constitutional pro-
tection for abortion motivated
Democrats and unaffiliated voters
to turn out in higher numbers in
recent primary elections.

enjoy high name recognition, the
fate of candidates for the House is
tied closely to the president’s pop-
ularity. Biden’s job approval ratings
have improved in recent weeks,
but we still expect the GOP to
recapture control of the House and
pursue a more conservative legisla-
tive agenda.

term elections are notoriously chal-
lenging for the party holding the
White House, and this year should
prove to be no exception. The presi-
dent’s party usually loses at least
two dozen seats in midterm elec-
tions. Current polls suggest the GOP
may win fewer seats than usual but
still enough to control the House.
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Fiscal policy implications

Republican sweep Divided Congress

Status quo

Taxes If a bill to extend some popular tax  The tax extender bill also will be A unified Congress under Demo-
breaks is not passed before year- considered in a divided Congress if  cratic control would be a surprise.
end, Congress is expected to do so  not passed in 2022. A GOP House  In that scenario, Democrats are
early in the next Congress. Some is likely to introduce bills to reverse  likely to revisit marginal tax rates
of these “extenders” enjoy biparti-  some provisions of the Inflation for individuals and push for the
san support. A retirement bill, Reduction Act, but these bills global minimum tax through rec-
which would include a higher age  would not receive a vote in the onciliation. Both provisions would
for minimum required distributions  Senate. require a larger margin of control
from investment retirement in the Senate, however.
accounts, is also possible.

Defense Spending increases significantly Spending increases moderately. Spending increases moderately.
under this scenario. Bipartisan con-  Bipartisan consensus on an adver- Bipartisan consensus on an adver-
sensus on an adversarial posture sarial posture toward China per- sarial posture toward China per-
toward China persists. The R&D tax sists. The R&D tax credit is an sists. The R&D tax credit is an
credit is an important issue for the  important issue for the defense important issue for the defense
defense industry under all three industry under all three scenarios. industry under all three scenarios.
scenarios.

Agriculture  An omnibus bill is enacted by Con-  The farm bill is too expansive to Democratic majorities will focus on
gress roughly once every five years.  pass through budget reconciliation, climate change, conservation pro-
Current programs expire in Sep- so compromises must be struck to  grams, nutrition, and expanding
tember 2023. A new bill will pass,  pass the 60-vote threshold in the opportunities for smaller producers.
but the GOP may demand cuts to Senate. A new bill will pass, but
supplemental nutrition assistance House Republicans may demand
programs. cuts to supplemental nutrition

assistance programs.
Debt limit ~ Negotiations are likely to run close  Negotiations are highly contentious  The path to raising the debt limit is

to the default deadline. The debt
limit is raised, but the GOP
demands some concessions on
social spending. A unified Con-
gress will make it marginally easier
to raise the debt limit as the Sen-
ate leadership may be more moti-
vated to strike a deal.

before the default deadline, which
may be difficult to resolve if the
GOP’s margin of control is rela-
tively narrow. The GOP demands
concession on social spending.

easier in the House, but the Senate
will still require a compromise
because of the threat of a filibuster.

Sector outlook

Financials

Bradley Ball, Financials Sector Strategist Americas

We believe a Republican sweep represents the most beneficial scenario for the financial services sector, as the GOP would

resist efforts to constrain the activities of large financial institutions. Senior leadership at the regulatory agencies (FRB, OCC,
SEC, CFPB, and FDIC) have been nominated and confirmed, but a GOP majority would be expected to oppose more strin-
gent regulation and would hold hearings to challenge regulators’ efforts to promote more intrusive regulation. An attempt
might be made in a unified Congress under GOP control to release government-sponsored enterprises from conservatorship.

In a divided Congress, the Democratic leadership in the Senate could continue to scrutinize large institutions and nonbank
financial corporations. Regulatory agencies would continue to interpret the 2010 Dodd-Frank Act stringently, but new legis-
lation affecting the financial services sector would be more limited. Proposed legislation on credit card interchange competi-
tion could advance in the Senate but is unlikely to gain traction in a Republican House.

ElectionWatch | Shifting fortunes
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Sector outlook continued

Healthcare

Eric Potoker, Healthcare Sector Strategist Americas

ldr|

Most legislation affecting the US healthcare industry is unlikely to make much headway if either chamber of Congress flips
to Republican control. One possible exception may be legislation affecting pharmacy benefit managers. A more active regu-
latory posture by the executive branch could be negative for the healthcare sector compared to the status quo, but the Biden
administration is likely to have its hands full focusing on the promulgation of regulations and may not have sufficient band-
width to drive additional healthcare regulations. Regardless of the outcome in November, federal legislation governing the
commercial sale and use of cannabis seems unlikely in the next Congress if the GOP takes control of either chamber.

JA. Real estate

Jon Woloshin, Real Estate and Lodging Sector Strategist Americas

A Republican sweep could result in reduced legislative risk for landlords, with less scrutiny of single-family rental operators,
potentially spurring the development of much needed additional housing units. Green subsidies for housing and stricter car-
bon emission rules for commercial real estate also are less likely in this scenario. The legislative push for additional green sub-
sidies and faster carbon emission compliance is likely to slow down under a unified or split Congress.

ﬂ;\j? Energy and utilities

Jay Dobson, Energy & Utilities Sector Strategist Americas

The Inflation Reduction Act included an array of provisions to address the impact of climate change and to make invest-
ments in renewable energy. The next significant energy bill is likely to focus on legacy energy infrastructure and pipeline-per-
mitting reform, which was promised to Senator Joe Manchin in return for his support for the renewable energy titles found
in the IRA. This legislation would attempt to streamline some of the permitting challenges that have plagued the develop-
ment of energy infrastructure, such as the Mountain Valley Pipeline project. However, the legislation would face significant
obstacles. Other energy legislation should be limited in either the Republican sweep or divided government scenario.

£ Industrials

Nathaniel Gabriel, Industrials Sector Strategist Americas

A unified Congress under Republican control would result in a larger budget for national defense, with fewer delays and the
potential for new funding to incorporate programs on the unfunded priority list. Congress may also be more amenable to
international weapons sales, adding to defense company backlogs. Political support for traditional fossil fuel production
could encourage more private sector spending in the oil and gas complex, boosting the equipment manufacturers and ser-
vice providers.

Support for a defense budget in excess of the president’s 2023 request appears bipartisan, as evidenced by the easy passage
of the USD 840 billion National Defense Authorization Act in the House. So, a split Congress should not result in a materially
different outcome. The benefits from the Infrastructure Investment and Jobs Act should play out as expected, supporting
industrial companies in traditional and clean energy infrastructure, but new infrastructure investments beyond those already
envisioned are unlikely.

E_l;}_:l Information technology

| ) - i
Br_'a Kevin Dennean, Technology and Communication Services Sector Strategist Americas

Traditional technology companies in the software, IT services, and semiconductor areas face few risks regardless of the out-
come of the midterm elections. In a split Congress, House Republicans are expected to schedule hearings and could pursue
legislation addressing privacy, but the odds of anything substantive passing before the next presidential election are low. The
semiconductor industry has broad bipartisan support, so additional support in the form of a CHIPS Act, Part Il is possible.

@ﬁ Communication services

Reid Gilligan, Media Sector Strategist Americas; Kevin Dennean, Technology and Telecom Sector Strategist Americas

Internet and social media platforms will likely continue to see increased scrutiny over privacy and content concerns, but little
actual impact. While both parties opine on the need to regulate these platforms, they view the problem through very differ-
ent lenses (i.e., bias vs. censorship), which has resulted in a sort of regulatory stalemate so far. We therefore believe a “clean
sweep” of both legislative bodies as well as the executive branch is a prerequisite for material changes in regulatory policy.
While nationwide broadband coverage is a focus of both political parties, we do not believe the election will impact the
industry or the Broadband Equity Access Deployment program deployment in a major way.

Source: UBS
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Voters react to Supreme Court decisions

Alexander Hamilton asserted that an independent
federal judiciary was bound to be the weakest of
the three branches of government because it held
“no influence over either the sword or the purse.”!
In hindsight, he underestimated the impact of Su-
preme Court decisions on American society. The
court’s influence on the daily lives of American vot-
ers has increased markedly over time. The most re-
cent term was no exception, having delivered im-
portant decisions on topics ranging from abortion
and environmental regulation to gun control and
religious expression.

By and large, the Supreme Court has been viewed
with greater deference than either Congress or the
presidency, which has tended to dampen criticism
of the institution over longer time periods. That
may be changing. According to Gallup, the court'’s
overall approval rating has been on a downward

trajectory for more than 20 years.? More omi-
nously, the partisan divide appears to have wid-
ened.?(Figs. 5 and 6). In a national poll conducted
by Grinnell College in October 2021, 62% of the
respondents believed that justices’ political views
drive their decisions.*

As we discussed in our 21 April ElectionWatch re-
port, “The balance of power,” voters tend to view
midterm elections as a referendum on the incum-
bent president’s performance, and those affiliated
with the opposition party are generally more moti-
vated to cast a ballot. Recent Supreme Court deci-
sions have the potential to provoke registered
Democrats and unaffiliated registered voters, oth-
erwise indifferent to an unpopular president, to
vote in greater numbers than the historical pattern
would suggest.

Figure 5 Figure 6
SCOTUS approval rates SCOTUS approval rates by party affiliation
In % In %
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See Gallup https://news.gallup.com/poll/395387/democrats-approval-
supreme-court-record-low.aspx
Source: Gallup, as of 2 August 2022.

See Gallup https://news.gallup.com/poll/395387/democrats-approval-
supreme-court-record-low.aspx
Source: Gallup, as of 2 August 2022.
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Source: CNN, Ballotpedia
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Endnotes to “A consequential summer”
"There have been only three instances (1934, 1998, and 2002) in the past century where the president’s party did not lose
seats in the House in the midterm elections.

2 Matt Spetalnick and Steve Holland, “Subdued Obama says suffered a voter shellacking,” Reuters, 2 November 2010. Reuters
reported former president Obama as saying, “Now I'm not recommending to every future president that they take a shellacking
like I did last night. I'm sure there are easier ways to learn these lessons.”

3 Association of American Medical Colleges, “Health Care Costs: What's the Problem?” 17 August 2022.

Endnotes to “UBS Investor Sentiment survey”

! ElectionWatch, “More clarity, more uncertainty,” 25 March 2022. See also Maarten Meeuwis and Jonathan Parker, et al.,
“Belief Disagreement and Portfolio Choice,” National Bureau of Economic Research, Working Paper 2510, September 2019;
Yosef Bonaparte and Alok Kumar, et al., “Political Climate, Optimism, and Investment Decisions,” University of Miami, 26
February 2012; Marian Moszoro, “The Party Politics of Stock Market Investing,” George Mason University, 25 March 2019;
Harrison Hong and Leonard Kostovetsky, “Red and Blue Investing,” Princeton University, March 2010; and Babajide Wintoki
and Yaoyi Xi, “Political Partisan Bias in Mutual Fund Portfolios,” University of Kansas, May 2017.

Source: August ‘22 UBS Investor Sentiment. Based on online survey of investors with USD 1M+ investable assets and business
owners with USD 1M+ annual revenue and at least one other employee (sample size US 1,397) from August 5 - 19, 2022.

Endnotes to “How to invest”
1 ElectionWatch: "The balance of power," published on 21 April 2022.

Endnotes to “Voters react to Supreme Court decisions”
T Alexander Hamilton, Federalist Paper No. 78, 28 May 1788.

2 Mohamed Younis, “Democrats’ Approval of Supreme Court at Record Low,” Gallup, 2 August 2022.
3 |bid.
4 Grinnell College National Poll, conducted 13—17 October 2021 by Selzer and Company on behalf of Grinnell College; results

and findings released on 20 October 2021. The poll indicated that 60% of Republicans, 66% of Democrats, and 63% of
independents said they believed that politics drove Supreme Court decisions.
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Disclaimer

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 (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 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. 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.
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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 Financial Services Inc. 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 Financial Services Inc. 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.

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: Distributed to US persons by UBS Financial Services Inc., UBS Securities LLC or UBS Swiss Financial Advisers AG, subsidiaries of
UBS AG. UBS Switzerland AG, UBS Europe SE, UBS Bank, S.A., UBS Brasil Administradora de Valores Mobiliarios Ltda, UBS Asesores
Mexico, S.A. de C.V., UBS SuMi TRUST Wealth Management Co., Ltd., UBS Wealth Management Israel Ltd and UBS Menkul Degerler
AS are affiliates of UBS AG. UBS Financial Services Inc. accepts responsibility for the content of a report prepared by a non-US
affiliate when it distributes reports to US persons. All transactions by a US person in the securities mentioned in this report
should be effected through a US-registered broker dealer affiliated with UBS, and not through a non-US affiliate. The
contents of this report have not been and will not be approved by any securities or investment authority in the United
States or elsewhere. UBS Financial Services Inc. is not acting as a municipal advisor to any municipal entity or obligated
person within the meaning of Section 15B of the Securities Exchange Act (the “Municipal Advisor Rule”) and the opinions
or views contained herein are not intended to be, and do not constitute, advice within the meaning of the Municipal
Advisor Rule.

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

Version B /2022. CI082652744
© UBS 2022. The key symbol and UBS are among the registered and unregistered trademarks of UBS. All rights reserved.
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