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Capital Market 
Expectations

Strategy design
Tactical Asset 

Allocation 
Portfolio 

construction

The multi-asset investment process

• Macroeconomic 
research

• Long term 
expected return 
assumptions

• Long term 
expected risk and 
correlation 
assumptions

• Confirm objectives 
and constraints

• Policy portfolio 
design

• Risk 
decompositions

• Scenario analysis

• Portfolio 
optimization

• Macroeconomic 
research

• Quantitative tools 
and signals

• Position scaling

• Trade interaction

• Portfolio risk 
analysis

• Scenario analysis

• Portfolio 
optimization

• Identifying sources 
of alpha and beta

• Manager selection

• Derivative research

• Order generation

• Cash flow 
management 

• Portfolio monitoring

Security selection 
and research

Portfolio 
implementation

Note: UBS Asset Management, for illustrative purposes only
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Capital Market 
Expectations
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Tactical Asset 

Allocation
Portfolio 

construction

The multi-asset investment process

And where UBS integrates AI along the value chain

Security selection 
and research

Portfolio 
implementation

• Factor Analytics 
to decompose risk

• Portfolio 
optimization 
using machine 
learning methods

• Natural 
Language 
Processing (NLP) 
to generate news-
based signals

• Non-linear 
modelling 
techniques to 
generate signals

• Machine learning 
signals to combine 
signals

• Optimization 
algorithms for 
scaling/weighting 
of positions

• Non-linear 
correlation 
modeling for 
measuring trade 
interaction

• Manager 
selection using 
machine learning 
algorithms

• Factor Analytics 
to distinguish 
between luck and 
skill of a manager

• Execution 
optimization 
algorithms 

• Trade scheduling

We integrate AI along the entire value chain
AI integrated along (nearly) the entire value chain

Note: UBS Asset Management, for illustrative purposes only
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Capital Market 
Expectations

Strategy design
Tactical Asset 

Allocation
Portfolio 
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The multi-asset investment process

And where UBS integrates AI along the value chain

Security selection 
and research

Portfolio 
implementation

• Factor Analytics 
to decompose risk

We integrate AI along the entire value chain

Note: UBS Asset Management. For Illustrative Purpose Only
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Use Case: Factor Analytics (1/2)

How machine learning can support strategy design, by decomposing risk and return components

Machine learning algorithms help to

• Identify a portfolio’s most important risk and 
return drivers

• Apply pattern recognition that is 
difficult/impossible to detect for humans and more 
traditional finance models

• Cross-check if the portfolio has been managed 
based on the agreed investment philosophy with 
the client

• Crunch a lot of data: we take 153 long short
equity factors over 40 years

Strategy Design

Focus

Value

Momentum

Size

Profitability

Quality

Yield

Growth

Liquidity

Volatility

Note: UBS Asset Management. For Illustrative Purpose Only
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Use Case: Factor Analytics (2/2)

Example1 of a ML-based risk-return decomposition of an institutional mandate

• The most important performance drivers are value factors and 
active management

• Among the value factors, book-to-market is the most 
important active performance driver

Notes: 1) This is an illustrative example based on a tailored institutional client mandate

For Illustrative Purpose Only

35.8%

64.0%

0.2%
0.0%

10.0%

20.0%

30.0%

40.0%

50.0%

60.0%

70.0%

Active Management Top 2 value factors All other 151 factors

Strategy Design

Focus

• The most important systematic risk drivers are value factors 
and active management

• The value factors contribute 20% - 50% to the active risk of 
the portfolio over its history

Sources: Bloomberg, UBS Asset Management – Partnership Solutions, Analytics & Quant Solutions, 
data from Jan 2006 to Dec 2023

Sources: Bloomberg, UBS Asset Management – Partnership Solutions, Analytics & Quant 
Solutions, Data from Jan 1985 to Dec 2023

Active Management              Value Factors           All other factors
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Tactical asset allocation (TAA)

There are patterns to how asset classes behave during a cycle.  

But narratives can stretch too far, leading to mispricings.

By using 3 pillars of analysis,

We extract alpha from markets through a systematization of our tried and tested
investment philosophy in UBS AM Multi Asset. 

The importance of AI-based methods plays an increasing role in this pursuit.

Asset 
prices

Long-term 
asset class 

returns 

Time

Contraction

Short-term asset class returns

Long-term asset class returns

Slowdown

Systematizing the multi-asset investment process

Note: UBS Asset Management, for illustrative purposes only

1. Macro – capturing the state and dynamics of the macroeconomy

2. Fundamental – valuation, carry, market structure 

3. Behavioural – news sentiment, trends and risk aversion

Recovery

Maturation

TAA

Focus
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Capital Market 
Expectations

Strategy design
Tactical Asset 

Allocation
Portfolio 

construction

The multi-asset investment process

AI example use case for today

Security selection 
and research

Portfolio 
implementation

• Natural 
Language 
Processing (NLP) 
to generate news-
based signals

We integrate AI along the entire value chain
AI integrated along (nearly) the entire value chain

Note: UBS Asset Management, for illustrative purposes only
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Use Case: News-based equity signals

Sources: UBS, RavenPack, data from February 2008 to May 2008

"CITIC wants to revise 
Bear Stearns deal"

"Liquidity concerns start 
to appear"

"Fed comes to Bear 
Stearns’ rescue"

"JP Morgan offers 
staff bonuses to stay" 

"JP Morgan quintuples bid 
for Bear Stearns’ rescue"

Natural Language Processing (NLP) applied to stock performance

TAA

Focus
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Use Case: News-based equity signals

Macro-specific News

To
ta

l N
e
w

s 
S
e
n

ti
m

e
n

t 
S
ig

n
a
l

Company-specific News

Broker research

Earnings results / forecasts / dividends

Ownership changes / IPOs

Monetary Policy

Economic Indicators

Credit / Government debt ratings

daily

daily
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monthly

monthly

weekly
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Politics / War / Environment

Sources: Analytics & Quant Solutions, Partnership Solutions, UBS Asset Management; 

Uhl, M., M. Pedersen, O. Malitius, (2015) What's in the news? Using news sentiment momentum for tactical asset allocation, Journal of Portfolio Management, Vol. 41 (2), pp. 100-112.

Top-down and bottom-up news to capture subsequent equity market dynamics

TAA

Focus
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Use Case: News-based equity signals

The Global Equity News Sentiment signal
MSCI World Equity Index

Source: Analytics & Quant Solutions, Partnership Solutions, UBS Asset Management, Refinitiv, Data as of 30 May 2025

TAA

Focus

Alpha signal based on company-
specific and macro-specific news 
sentiment
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AI use cases for Active Portfolio Management

From individual signals to a systematic and AI-powered multi-asset portfolio

Source: Analytics & Quant Solutions, Partnership Solutions, UBS Asset Management, Refinitiv, Data as of 04 June 2025

TAA

Focus

Systematic & AI-powered 

TAA Signals

monthly

monthly

weekly

Signal Translation to TAAAI and Systematic Signals

NLP-based 
equity 
signals

Duration
-based 
signals

FX 
signals

+

Other 
equity 
signals

Credit 
signals

ML-based 

equity 
signals
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Conclusion: AI in Portfolio Management

Performance overview of an AI-powered multi-asset portfolio

Source: Analytics & Quant Solutions, Partnership Solutions, UBS Asset Management, Refinitiv, Live performance of signals since 2019, Data as of 8 August 2025

Wealth chart (Excess Returns) Annual Excess Return

Summary statistics

Live Live
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Disclaimer

For marketing and information purposes by UBS.

For qualified investors only.

Before investing in a product please read the latest prospectus and key investor information document carefully and thoroughly.

Any decision to invest should take into account all the characteristics or objectives of the fund as described in its prospectus, or similar legal documentation. Investors are 
acquiring units or shares in a fund, and not in a given underlying asset such as building or shares of a company. The information and opinions contained in this document 
have been compiled or arrived at based upon information obtained from sources believed to be reliable and in good faith, but is not guaranteed as being accurate, nor is 
it a complete statement or summary of the securities, markets or developments referred to in the document. Members of the UBS Group may have a position in and may 
make a purchase and / or sale of any of the securities or other financial instruments mentioned in this document. Units of UBS funds mentioned herein may not be 
eligible for sale in all jurisdictions or to certain categories of investors and may not be offered, sold or delivered in the United States. The information mentioned herein is 
not intended to be construed as a solicitation or an offer to buy or sell any securities or related financial instruments. Past performance is not a reliable indicator of future 
results. The performance shown does not take account of any commissions and costs charged when subscribing to and redeeming units. If whole or part of the total 
costs to be paid is different from your reference currency, the costs may increase or decrease as a result of currency and exchange rate fluctuations.

Commissions and costs have a negative impact on the investment and on the expected returns. If the currency of a financial product or financial service is different from 
your reference currency, the return can increase or decrease as a result of currency and exchange rate fluctuations. This information pays no regard to the specific or 
future investment objectives, financial or tax situation or particular needs of any specific recipient. Future performance is subject to taxation which depends on the 
personal situation of each investor and which may change in the future. The details and opinions contained in this document are provided by UBS without any guarantee 
or warranty and are for the recipient's personal use and information purposes only. This document may not be reproduced, redistributed or republished for any purpose 
without the written permission of UBS Asset Management Switzerland AG or a local affiliated company. Source for all data and charts (if not indicated otherwise): UBS 
Asset Management

This document contains statements that constitute “forward-looking statements”, including, but not limited to, statements relating to our future business development. 
While these forward-looking statements represent our judgments and future expectations concerning the development of our business, a number of risks, uncertainties 
and other important factors could cause actual developments and results to differ materially from our expectations.

A summary of investor rights in English can be found online at: ubs.com/funds.  

More explanations of financial terms can be found at ubs.com/glossary

© UBS 2025. The key symbol and UBS are among the registered and unregistered trademarks of UBS. All rights reserved
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