FOR PROFESSIONAL CLIENTS ONLY

UBS Global Asset
Management STRICTLY CONFIDENTIAL

Equity Market Volatility

A passing storm ... or climate change?

John Harrison
UK Chief Investment Officer

April 2008



Into the storm

¢ Prolonged period of calm has come to
an end

¢ Less stable economic environment is
reflected in less stable market environment

¢ So what is ‘normality’?
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Short-term volatility has picked up

UK market
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Long-term volatility has also picked up

UK market — volatility curve
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Why own equities?

You are paid to take the risk

Strategic view

¢ Expected trend real return of
5.7% p.a.

¢ Expected long-term volatility
of 15.8%

¢ Implied sharpe ratio of 0.2

Source: UBS Global Asset Management proprietary valuation model

UB Global Asset
Management

Tactical view
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Disclaimer

UBS Global Asset Management (UK) Ltd is a subsidiary of UBS AG.

Registered in England, authorised and regulated by the Financial Services Authority: UBS Global Asset Management (UK) Ltd, UBS Global Asset
Management Funds Ltd, UBS Global Asset Management Life Ltd.

Telephone calls may be recorded.
© UBS 2008. The key symbol and UBS are among the registered and unregistered trademarks of UBS. All rights reserved.

This document is for Professional Clients only. It is not to be distributed to or relied upon by Retail Clients under any circumstances.

This material supports the presentation(s) given. It is not intended to be read in isolation and may not provide a full explanation of all the topics that were
presented and discussed. Care has been taken to ensure the accuracy of the content, but no responsibility is accepted for any errors or omissions.

Please note that past performance is not a guide to the future. The value of investments and the income from them may go down as well as up, and
investors may not get back the original amount invested.

This document is a marketing communication. Any market or investment views expressed are not intended to be investment research. The
document has not been prepared in line with the FSA requirements designed to promote the independence of investment research and is not
subject to any prohibition on dealing ahead of the dissemination of investment research.

The information contained in this document should not be considered a recommendation to purchase or sell any particular security and the opinions
expressed are those of UBS Global Asset Management and are subject to change without notice. Furthermore, there can be no assurance that any trends
described in this document will continue or that forecasts will occur because economic and market conditions change frequently.

This document does not create any legal or contractual obligation with UBS Global Asset Management.

The recipient agrees that this information shall remain strictly confidential where it relates to the Investment Manager's business. The prior consent of UBS
Global Asset Management (UK) Ltd should be obtained prior to the disclosure of commercially sensitive information to a third party (excluding the
professional advisors of the recipient).

Information reasonably deemed to be commercially sensitive and obtained from UBS Global Asset Management (UK) Ltd should not be disclosed.
This information is supplied with a reasonable expectation that it will not be made public. If you receive a request under the Freedom of Information Act
2000 for information obtained from UBS Global Asset Management (UK) Ltd we ask that you consult with us. We also request that any information
obtained from UBS Global Asset Management (UK) Ltd in your possession is destroyed as soon as it is no longer required.
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