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e We see evidence that the resilience in markets parallels the actual resilience of the economy in
the face of Fed tightening. The resilience in markets also reflects numerous meaningful differences
between bearish expectations and not-so-bearish realities. And the arrival of a game-changing shift
in technology that promises increased productivity and profitability catalyzed investors. All of these
factors have contributed to a shift in investor sentiment that should propel markets into 2024.

e The “simple rules of thumb” for how the economy will perform are inadequate to understand the
current environment. We do not see a V-shaped collapse in everything, everywhere, all at once.
Rather, we see a rolling recession of below-trend growth globally that ends some time in 2024.

e A significant source of recent market optimism comes from a major drop in inflation. Not only have
headline US consumer prices slowed to 3% from a peak of 9% a year ago, but the most troubling
components of core inflation are moderating in a similar way.

e Aside from the Al-infused indices, most of the remainder of world equity markets are not expensive.
Mid-cap growth shares are “cheap for no reason” at 14.5X. Similarly, many shares in emerging
markets will have stronger long-term returns starting at 11X EPS. Equities accrue the gains of
both technological advancement and global economic development, generating higher returns in
the process.

e Real yield opportunities could reach 4% above inflation over the next five years. Therefore, buying
bonds in lieu of cash is advisable.

e If you're wondering now if you should invest after the “rally is over,” you have missed the point
of this Bulletin. Markets are looking to the beginning of the next cycle. There is more to come in
2024, 2025 and beyond with many geographies, themes and sectors that have significant positive
return potential.

INVESTMENT PRODUCTS: NOT FDIC INSURED - NOT CDIC INSURED -
NOT GOVERNMENT INSURED - NO BANK GUARANTEE - MAY LOSE VALUE
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Explanations and Probabilities

Did anyone expect that global equities would be up 17% year-to-date while short-term Treasuries were offering rich yields? We
did not. So, how did we get here and what is different now than what we expected? What do our current circumstances portend
for the next 12-18 months?

As we entered 2023, equity and debt markets had come off their worst combined performance since 1931. There were only two
previous years of combined US stock and bond market declines in the past century. The investor experience of this rare event
is best summed up by the phrase “nowhere to hide.” Diversification across asset classes vanished and the inverted yield curve
signaled a material V-shaped recession was just ahead. With the unanimity of pessimism, investor positioning in equity markets
was more bearish than in any other period we can measure.

Markets last year had priced in a lot of bad news heading into 2023. Given the Fed’s extraordinary rise in rates, all historical
data suggested the likelihood of a major recession was high as we entered 2023. High interest rates, asset price declines,
strained budgets due to higher rates, more savings and less investment, persistent inflation and geopolitical tensions pointed to
an economic contraction. We expected labor markets to fade, leading to rising unemployment. We feared Europe would suffer a
severe and lasting energy supply shortage. We also expected China’s economy to boom following a Covid reopening.

While we thought otherwise, most investors expected inflation would remain sticky and come down very slowly until the
Fed caused the economy to collapse. They expected consumer sentiment would reflect the harsher environment and
accelerate downwards.

Huge negative impacts on the housing market and real estate more broadly were clear (see our May 5 CIO Bulletin). And we
saw that rates created holes in bank balance sheets, with mark-to-market losses on loan portfolios estimated at $600 billion as of
year-end 2022. After runs on lenders including Silicon Valley Bank, the Fed created an emergency lending facility to help banks
hold these bonds to maturity and access liquidity.

Nonetheless, US equity markets rallied 6.2% in January and have gone up in five of the last six months.

As we look back, we see that the resilience in markets parallels the actual resilience of the economy in the face of Fed tightening,
Quantitative Tightening and negative money supply growth. The resilience in markets also reflects numerous meaningful
differences between bearish expectations and not-so-bearish realities. And, finally, the resilience of markets reflects that just

as there can be unexpected calamities, like Covid, there can be game-changing shifts in technology that promise increased
productivity and profitability, like the introduction of Al. All these factors have contributed to a shift in investor sentiment that
should propel markets into 2024.

A Rolling Recession Is Still a Recession

The US and world economies appear to be contracting and growing in different places at the same time. Significant parts of
the world economy and particular industries that were expected to have a recession are, in fact, in recession. There is booming
demand for travel this summer, even as we see recessionary conditions in manufacturing and housing.

The offsetting contraction and growth of sectors within the economy reflect a below-trend 1.5% year/year GDP growth in the year
through 2Q, above our prior estimates for about 1% growth. With some parts recovering and others moving lower, we expect
tepid growth to continue in the US in 2024. In our view, however, this sustained period of slow growth is compelling evidence of a
rolling recession.

Both US and China trade data show significant goods export contractions, close to a double-digit pace in May and June,
respectively (Figure 1). Even worse, US housing investment shank 19% in the year through 1Q. While the decline has been mild
thus far, US industrial production peaked nine months ago as manufacturing orders have contracted for 10 consecutive months,
according to the Fed and Institute for Supply Management data.

Looking at nominal consumer services spending, we see a healthy 8.0% yearly pace. While still strong, this is the weakest rate of
growth since the reopening of the economy that led to a services boom beginning in 2021.

As we look closely, we can see that goods inventories are declining, a necessary precursor for a later recovery from recession.
There’s evidence of this in the single-family construction sector, where unsold inventories are falling despite high mortgage
rates (Figure 2). And some industries that had supply issues over the past three years are already enjoying a refreshed (and
disinflationary) expansion. Autos is a particularly clear example of this development (Figure 3).

All this data suggests that a traditional V-shaped recession lasting six to nine months is unlikely and that the present broad
malaise in the US and world economies results in a shallow and longer recessionary period — but no collapse.
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Inflation Way Down

A significant source of recent market optimism comes from a major drop in inflation. Not only have headline US consumer prices
slowed to 3% from a peak of 9% a year ago, but the most troubling components of core inflation are moderating in a similar way.
US services inflation, excluding housing, has slowed from an 8% pace to about 3%, as well.

The drop in headline inflation is boosting US consumer confidence and real incomes (Figure 4). And disinflation is very likely to
be global (Figure 5). The end of the post-Covid spending boom in services is likely to be a larger contributor to disinflation than
many anticipate. Finally, the known long lag between housing developments and measures of shelter price inflation suggests a
sharp slowing in the US core CPl in the year to come.

Ahead of a likely rate hike in the coming week, the Fed’s policy rate has risen above the unemployment rate. Assuming
disinflation continues, the employment outlook is particularly material for the Fed. What would the central bank do if inflation
continues to fall and the labor market decelerates? The Fed knows that a restrictive monetary policy interacts with labor markets.
If employment weakens, the Fed isn’t likely to want to contribute to job declines without an inflation problem to cite.

There Is No Reason to Wait for a Future Collapse

In our rolling recession scenario, a sustained period of slow growth is unlikely to generate high levels of unemployment. And in
the absence of a hard landing, markets can look through the end of 2023 and see a brighter period of recovery ahead.

With inflation abating and very modest overall growth, the timeframe for Fed easing has been pushed out until March of 2024
based on the forward rate curve. Given term premiums for longer-duration bonds are normally positive, we think the combination
of below-trend growth, a tight Fed and falling inflation should allow 10-year Treasury yields to grind lower to 3.5% around the end
of 2023. We previously had expected a bigger drop in yields.

Al Matters

Al technology is likely to drive output growth by powerfully redirecting labor resources in the years ahead. It appears to be both
a more promising and disruptive technology than we’ve seen in decades. Even as new users embed Al, it is unlikely to lift equity
prospects as rapidly as has been experienced by initial market leading winners. Investing in new technology now comes at a
price. Much of the promised profits will need to materialize in the years to come to justify current enthusiasm.

Determining which shares under- or overprice Al optimism will be a task for investment managers for many years to come.
As broad asset allocators looking to protect and grow wealth, we are happy to keep equity portfolios exposed to this key
technological breakthrough. We wouldn’t seek an even larger exposure than benchmarks at this moment.

The Forward Path for Equities

The seemingly impossible mix of tight US monetary policy and rising share prices continues for a ninth month. Some signs are
building that investors may be getting carried away by the unexpected good fortune of markets. Positive price momentum has
led investor sentiment and positioning. And fear of any bad news is being “priced out” of options market premia for equities
(Figures 6-7). This suggests some near-term caution.

For equities during the early months of 2023, the bull market was very narrow. Seven US tech mega-caps contributed 45% of the
entire world equity return in the year to date. In our view, a broader market improvement lies ahead, but with less robust gains for
both the “magnificent seven” and the S&P 500, which has benefited from its Al leaders.

For most of the remainder of world equity markets, no such grand optimism is priced in. Even ordinary growth should be
rewarding. Nasdagq is “expensive for a reason” at 27X expected EPS. Mid-cap growth shares are “cheap for no reason” at 14.5X.
Similarly, many shares in emerging markets will have stronger long-term returns starting at 11X EPS.

If staying invested in equities requires short-term loss avoidance strategies, by all means, hedge. The S&P 500 VIX has
fallen back toward the zone of record lows. Risk-mitigation steps can offer either immediate yield or unusually cheap costs for
hedge buyers.

Markets Looking Toward the Beginning of the Next Cycle

Covid and the huge government fiscal/monetary policies to counteract its economic destruction were without precedent. The
massive injection of income to families and corporations drove spending and savings higher in unusual ways, straining supplies
and distorting prices. Credit was plentiful with rates at zero, and huge amounts of refinancings occurred through mortgage
refinancings and bond issuance. The spigot of government support was then turned off as abruptly, amid unfilled demand

for goods and services. For a while, short-term interest rates were below inflation as real wages normalized. With personal,
corporate, government and bank balance sheets full, spending and investment carried on.

After the turmoil, inflation is falling and the convalescing economy is healing many imbalances. Asynchronous contractions in
some sectors and growth in others has become an accepted fact, but is unlikely to persist.
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In the face of all this, the rise in markets in 2023 was unexpected. While there is likely to be a consolidation in US equity markets
sometime this year, 2022 may have been the “collapse” everyone feared. A rolling recession is replacing the V.

Investors can’t expect this “relief rally” to continue forever, but that’s not the point of having a core portfolio that grows and
preserves wealth. Real yield opportunities could reach 4% above inflation over the next five years (Figure 8). Therefore,
buying bonds in lieu of cash is advisable. Equities accrue the gains of both technological advancement and global economic
development, generating higher returns in the process (see our Mid-Year Outlook). That's true even when markets aren’t racing
from one extreme to another.

So, if you’re wondering now if you should invest after the “rally is over,” you’'ve missed the point of this Bulletin. Markets are
looking toward the beginning of the next cycle. There is more to come in 2024, 2025 and beyond with many geographies, themes
and sectors that have significant positive return potential.

Figure 1: US and China: Merchandise exports Y/Y% Figure 2: US residential investment and single-family
home inventories Y/Y%

Source: Haver Analytics as of July 19, 2023. All forecasts are expressions of opinion and are subject to change without notice and are not intended to be a guarantee of future
events. Indices are unmanaged. An investor cannot invest directly in an index. They are shown for illustrative purposes only and do not represent the performance of any specific
investment. Index returns do not include any expenses, fees or sales charges, which would lower performance. Past performance is no guarantee of future results. Real results

may vary.

Figure 3: Autos rising in 2023 after 2022 drop: US Figure 4: US real disposable income Y/Y%
domestic car and truck sales and production

Source: Haver Analytics as of July 19, 2023. Grey areas note recession. All forecasts are expressions of opinion and are subject to change without notice and are not intended
to be a guarantee of future events. Indices are unmanaged. An investor cannot invest directly in an index. They are shown for illustrative purposes only and do not represent the
performance of any specific investment. Index returns do not include any expenses, fees or sales charges, which would lower performance. Past performance is no guarantee of
future results. Real results may vary.
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Figure 5: US, UK EU CPI Y/Y%

Source: Haver Analytics as of July 19, 2023. Grey areas note recessions. All forecasts are expressions of opinion and are subject to change without notice and are not intended

to be a guarantee of future events. Indices are unmanaged. An investor cannot invest directly in an index. They are shown for illustrative purposes only and do not represent the
performance of any specific investment. Index returns do not include any expenses, fees or sales charges, which would lower performance. Past performance is no guarantee of
future results. Real results may vary.

Figure 6: Market rally pulls investor sentiment higher: Figure 7: US equity vs fixed income implied volatility
AAIl poll of bullish less bearish investors vs S&P 500

Source: Haver Analytics as of July 19, 2023. All forecasts are expressions of opinion and are subject to change without notice and are not intended to be a guarantee of future
events. Indices are unmanaged. An investor cannot invest directly in an index. They are shown for illustrative purposes only and do not represent the performance of any specific
investment. Index returns do not include any expenses, fees or sales charges, which would lower performance. Past performance is no guarantee of future results. Real results
may vary.
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Figure 8: US 5-year IG corporate yield, muni yield and TIPS expected inflation

Source: Bloomberg as of July 14, 2023. Indices are unmanaged. An investor cannot invest directly in an index. They are shown for illustrative purposes only and do not
represent the performance of any specific investment. Index returns do not include any expenses, fees or sales charges, which would lower performance. Past performance is

no guarantee of future results. Real results may vary. All forecasts are expressions of opinion, are subject to change without notice, and are not intended to be a guarantee of
future events.

Join us each week on Thursday at 11:30am EST for a conversation with senior investment professionals and external thought
leaders on timely market events and ask your most pressing questions.

Register now
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Important Information

In any instance where distribution of this communication (“Communication”) is subject to the rules of the US Commodity Futures
Trading Commission (“CFTC”), this communication constitutes an invitation to consider entering into a derivatives transaction
under US CFTC Regulations §§ 1.71 and 23.605, where applicable, but is not a binding offer to buy/sell any financial instrument.

This Communication is prepared by Citi Global Wealth Investments (“CGWI”) which is comprised of the Investments and Capital Markets
capabilities of Citi Private Bank, Citi Global Wealth at Work, Citi Personal Wealth Management and International Personal Bank U.S.

Citi Private Bank, Citi Global Wealth at Work, Citi Personal Wealth Management are businesses of Citigroup Inc. (“Citigroup”), which provide
clients access to a broad array of products and services available through bank and non-bank affiliates of Citigroup. Not all products and
services are provided by all affiliates or are available at all locations. In the U.S., investment products and services are provided by Citigroup
Global Markets Inc. (“CGMI”), member FINRA and SIPC, Citi Private Advisory, LLC (“CPA”), member FINRA and SIPC, and Citi Global
Alternatives, LLC (“CGA”). CPA acts as distributor of certain alternative investment products to certain eligible clients’ segments. CGMI
accounts are carried by Pershing LLC, member FINRA, NYSE, SIPC. Investment management services (including portfolio management)
are available through CGMI, CGA, Citibank, N.A. and other affiliated advisory businesses. Insurance is offered by Citi Personal Wealth
Management through Citigroup Life Agency LLC (“CLA”). In California, CLA does business as Citigroup Life Insurance Agency, LLC (license
number 0G56746). CGMI, CPA, CGA, CLA and Citibank, N.A. are affiliated companies under the common control of Citigroup.

Outside the U.S., investment products and services are provided by other Citigroup affiliates. Investment Management services (including
portfolio management) are available through CGMI, CGA, Citibank, N.A. and other affiliated advisory businesses. These Citigroup affiliates,
including CGA, will be compensated for the respective investment management, advisory, administrative, distribution and placement services
they may provide.

International Personal Bank U.S. (“IPB U.S.”) is a business of Citigroup which provides its clients access to a broad array of products and
services available through Citigroup, its bank and non-bank affiliates worldwide (collectively, “Citi”). Through IPB U.S. prospects and clients
have access to the Citigold® Private Client International, Citigold® International, International Personal, Citi Global Executive Preferred, and
Citi Global Executive Account Packages. Investment products and services are made available through Citi Personal Investments
International (“CPII”), a business of Citigroup which offers securities through CGMI, member FINRA and SIPC, an investment advisor and
broker—dealer registered with the Securities and Exchange Commission CGMI, and investment accounts are carried by Pershing LLC,
member FINRA, NYSE, and SIPC. Insurance is offered by CPII through CLA. In California, CLA does business as Citigroup Life Insurance
Agency, LLC (license number 0G56746). Citibank, N.A., CGMI and CLA are affiliated companies under common control of Citigroup Inc.

CGWI personnel are not research analysts, and the information in this Communication is not intended to constitute “research”, as that term
is defined by applicable regulations. Unless otherwise indicated, any reference to a research report or research recommendation is not
intended to represent the whole report and is not in itself considered a recommendation or research report.

This Communication is provided for information and discussion purposes only, at the recipient’s request. The recipient should
notify CGWI immediately should it at any time wish to cease being provided with such information. Unless otherwise indicated, (i) it
does not constitute an offer or recommendation to purchase or sell any security, financial instrument or other product or service, or to attract
any funding or deposits, and (ii) it does not constitute a solicitation if it is not subject to the rules of the CFTC (but see discussion above
regarding communication subject to CFTC rules) and (iii) it is not intended as an official confirmation of any transaction.

Unless otherwise expressly indicated, this Communication does not take into account the investment objectives, risk profile or financial
situation of any particular person and as such, investments mentioned in this document may not be suitable for all investors. Citi is not acting
as an investment or other advisor, fiduciary or agent. The information contained herein is not intended to be an exhaustive discussion of the
strategies or concepts mentioned herein or tax or legal advice. Recipients of this Communication should obtain advice based on their own
individual circumstances from their own tax, financial, legal, and other advisors about the risks and merits of any transaction before making
an investment decision, and only make such decisions on the basis of their own objectives, experience, risk profile and resources.

The information contained in this Communication is based on generally available information and, although obtained from sources believed
by Citi to be reliable, its accuracy and completeness cannot be assured, and such information may be incomplete or condensed. Any
assumptions or information contained in this Communication constitute a judgment only as of the date of this document or on any specified
dates and is subject to change without notice. Insofar as this Communication may contain historical and forward-looking information, past
performance is neither a guarantee nor an indication of future results, and future results may not meet expectations due to a variety of
economic, market and other factors. Further, any projections of potential risk or return are illustrative and should not be taken as limitations
of the maximum possible loss or gain. Any prices, values or estimates provided in this Communication (other than those that are identified as
being historical) are indicative only, may change without notice and do not represent firm quotes as to either price or size, nor reflect the value
Citi may assign a security in its inventory. Forward looking information does not indicate a level at which Citi is prepared to do a trade and
may not account for all relevant assumptions and future conditions. Actual conditions may vary substantially from estimates which could have
a negative impact on the value of an instrument.



Views, opinions and estimates expressed herein may differ from the opinions expressed by other Citi businesses or affiliates and are not
intended to be a forecast of future events, a guarantee of future results, or investment advice, and are subject to change without notice based
on market and other conditions. Citi is under no duty to update this document and accepts no liability for any loss (whether direct, indirect or
consequential) that may arise from any use of the information contained in or derived from this Communication.

None of the financial instruments or other products mentioned in this Communication (unless expressly stated otherwise) is (i) insured by the
Federal Deposit Insurance Corporation or any other governmental authority, or (ii) deposits or other obligations of, or guaranteed by Citi or
any other insured depository institution.

Citi often acts as an issuer of financial instruments and other products, acts as a market maker and trades as principal in many different
financial instruments and other products, and can be expected to perform or seek to perform investment banking and other services for the
issuer of such financial instruments or other products. The author of this Communication may have discussed the information contained
therein with others within or outside Citi, and the author and/or such other Citi personnel may have already acted on the basis of this
information (including by trading for Citi's proprietary accounts or communicating the information contained herein to other customers of Citi).
Citi, Citi's personnel (including those with whom the author may have consulted in the preparation of this communication), and other customers
of Citi may be long or short the financial instruments or other products referred to in this Communication, may have acquired such positions
at prices and market conditions that are no longer available, and may have interests different from or adverse to your interests.

IRS Circular 230 Disclosure: Citi and its employees are not in the business of providing, and do not provide, tax or legal advice to any taxpayer
outside Citi. Any statement in this Communication regarding tax matters is not intended or written to be used, and cannot be used or relied
upon, by any taxpayer for the purpose of avoiding tax penalties. Any such taxpayer should seek advice based on the taxpayer’s particular
circumstances from an independent tax advisor.

Neither Citi nor any of its affiliates can accept responsibility for the tax treatment of any investment product, whether or not the investment is
purchased by a trust or company administered by an affiliate of Citi. Citi assumes that, before making any commitment to invest, the investor
and (where applicable, its beneficial owners) have taken whatever tax, legal or other advice the investor/beneficial owners consider necessary
and have arranged to account for any tax lawfully due on the income or gains arising from any investment product provided by Citi.

This Communication is for the sole and exclusive use of the intended recipients and may contain information proprietary to Citi which may
not be reproduced or circulated in whole or in part without Citi’s prior consent. The manner of circulation and distribution may be restricted by
law or regulation in certain countries. Persons who come into possession of this document are required to inform themselves of, and to
observe such restrictions. Citi accepts no liability whatsoever for the actions of third parties in this respect. Any unauthorized use, duplication,
or disclosure of this document is prohibited by law and may result in prosecution.

Other businesses within Citigroup Inc. and affiliates of Citigroup Inc. may give advice, make recommendations, and take action in the interest
of their clients, or for their own accounts, that may differ from the views expressed in this document. All expressions of opinion are current as
of the date of this document and are subject to change without notice. Citigroup Inc. is not obligated to provide updates or changes to the
information contained in this document.

The expressions of opinion are not intended to be a forecast of future events or a guarantee of future results. Past performance is not a
guarantee of future results. Real results may vary.

Although information in this document has been obtained from sources believed to be reliable, Citigroup Inc. and its affiliates do not guarantee
its accuracy or completeness and accept no liability for any direct or consequential losses arising from its use. Throughout this publication
where charts indicate that a third party (parties) is the source, please note that the attributed may refer to the raw data received from such
parties. No part of this document may be copied, photocopied or duplicated in any form or by any means, or distributed to any person that is
not an employee, officer, director, or authorized agent of the recipient without Citigroup Inc.’s prior written consent.

Citigroup Inc. may act as principal for its own account or as agent for another person in connection with transactions placed by Citigroup Inc.
for its clients involving securities that are the subject of this document or future editions of the document.

RISKS

Investments in financial instruments or other products carry significant risk, including the possible loss of the principal amount invested.
Financial instruments or other products denominated in a foreign currency are subject to exchange rate fluctuations, which may have an
adverse effect on the price or value of an investment in such products. This Communication does not purport to identify all risks or material
considerations which may be associated with entering into any transaction.

Structured products can be highly illiquid and are not suitable for all investors. Additional information can be found in the disclosure documents
of the issuer for each respective structured product described herein. Investing in structured products is intended only for experienced and
sophisticated investors who are willing and able to bear the high economic risks of such an investment. Investors should carefully review and
consider potential risks before investing.



OTC derivative transactions involve risk and are not suitable for all investors. Investment products are not insured, carry no bank or
government guarantee, and may lose value. Before entering into these transactions, you should: (i) ensure that you have obtained and
considered relevant information from independent reliable sources concerning the financial, economic and political conditions of the relevant
markets; (ii) determine that you have the necessary knowledge, sophistication and experience in financial, business and investment matters
to be able to evaluate the risks involved, and that you are financially able to bear such risks; and (iii) determine, having considered the
foregoing points, that capital markets transactions are suitable and appropriate for your financial, tax, business and investment objectives.

This material may mention options regulated by the US Securities and Exchange Commission. Before buying or selling options you should
obtain and review the current version of the Options Clearing Corporation booklet, Characteristics and Risks of Standardized Options. A copy
of the booklet can be obtained upon request from Citigroup Global Markets Inc., 390 Greenwich Street, 3rd Floor, New York, NY 10013.

If you buy options, the maximum loss is the premium. If you sell put options, the risk is the entire notional below the strike. If you sell call
options, the risk is unlimited. The actual profit or loss from any trade will depend on the price at which the trades are executed. The prices
used herein are historical and may not be available when you order is entered. Commissions and other transaction costs are not considered
in these examples. Option trades in general and these trades in particular may not be appropriate for every investor. Unless noted otherwise,
the source of all graphs and tables in this report is Citi. Because of the importance of tax considerations to all option transactions, the investor
considering options should consult with his/her tax advisor as to how their tax situation is affected by the outcome of contemplated options
transactions.

Bonds are affected by a number of risks, including fluctuations in interest rates, credit risk and prepayment risk. In general, as prevailing
interest rates rise, fixed income securities prices will fall. Bonds face credit risk if a decline in an issuer’s credit rating, or creditworthiness,
causes a bond’s price to decline. High yield bonds are subject to additional risks such as increased risk of default and greater volatility because
of the lower credit quality of the issues. Finally, bonds can be subject to prepayment risk. When interest rates fall, an issuer may choose to
borrow money at a lower interest rate, while paying off its previously issued bonds. As a consequence, underlying bonds will lose the interest
payments from the investment and will be forced to reinvest in a market where prevailing interest rates are lower than when the initial
investment was made.

Bond rating equivalence
Alpha and/or numeric symbols used to give indications of relative credit guality. In the municipal market, these designations are published by
the rating services. Internal ratings are also used by other market participants to indicate credit quality.

Bond credit quality ratings Rating agencies

Credit risk Moody's' Standard and Poor’s? Fitch Ratings?
Investment Grade

Highest quality Aaa AAA AAA
High quality (very strong) Aa AA AA
Upper medium grade (Strong) A A A
Medium grade Baa BBB BBB
Not Investment Grade

Lower medium grade (somewhat speculative) Ba BB BB
Low grade (speculative) B B B
Poor quality (may default) Caa CCC CCC
Most speculative Ca CcC cC
No interest being paid or bankruptcy petition filed C D

In default © D

1 The ratings from Aa to Ca by Moody's may be modified by the addition of a1, 2, or 3 to show relative standing within the category.
2 Theratings from AA to CC by Standard and Poor’s and Fitch Ratings may be modified by the addition of a plus or a minus to show relative standing
within the category.

(MLP’s) - Energy Related MLPs May Exhibit High Volatility. While not historically very volatile, in certain market environments Energy Related
MLPS may exhibit high volatility.

Changes in Regulatory or Tax Treatment of Energy Related MLPs. If the IRS changes the current tax treatment of the master limited
partnerships included in the Basket of Energy Related MLPs thereby subjecting them to higher rates of taxation, or if other regulatory
authorities enact regulations which negatively affect the ability of the master limited partnerships to generate income or distribute dividends
to holders of common units, the return on the Notes, if any, could be dramatically reduced. Investment in a basket of Energy Related MLPs
may expose the investor to concentration risk due to industry, geographical, political, and regulatory concentration.

Mortgage-backed securities ("MBS"), which include collateralized mortgage obligations ("CMOs"), also referred to as real estate mortgage
investment conduits ("REMICs"), may not be suitable for all investors. There is the possibility of early return of principal due to mortgage
prepayments, which can reduce expected yield and result in reinvestment risk. Conversely, return of principal may be slower than initial
prepayment speed assumptions, extending the average life of the security up to its listed maturity date (also referred to as extension risk).

Additionally, the underlying collateral supporting non-Agency MBS may default on principal and interest payments. In certain cases, this could
cause the income stream of the security to decline and result in loss of principal. Further, an insufficient level of credit support may result in
a downgrade of a mortgage bond's credit rating and lead to a higher probability of principal loss and increased price volatility. Investments in


https://www.theocc.com/getmedia/a151a9ae-d784-4a15-bdeb-23a029f50b70/riskstoc.pdf

subordinated MBS involve greater credit risk of default than the senior classes of the same issue. Default risk may be pronounced in cases
where the MBS security is secured by, or evidencing an interest in, a relatively small or less diverse pool of underlying mortgage loans.

MBS are also sensitive to interest rate changes which can negatively impact the market value of the security. During times of heightened
volatility, MBS can experience greater levels of illiquidity and larger price movements. Price volatility may also occur from other factors
including, but not limited to, prepayments, future prepayment expectations, credit concerns, underlying collateral performance and technical
changes in the market.

Alternative investments referenced in this report are speculative and entail significant risks that can include losses due to leveraging or other
speculative investment practices, lack of liquidity, volatility of returns, restrictions on transferring interests in the fund, potential lack of
diversification, absence of information regarding valuations and pricing, complex tax structures and delays in tax reporting, less regulation
and higher fees than mutual funds and advisor risk.

Asset allocation does not assure a profit or protect against a loss in declining financial markets.

The indexes are unmanaged. An investor cannot invest directly in an index. They are shown for illustrative purposes only and do not represent
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