Report

Oakland University

Board of Trustees Formal Session
October 3, 2022

TREASURER'S REPORT

1. Division and Department: Finance and Administration, Budget and Financial
Planning, Treasury Management, Controller's Office, and Facilities Management

2. General Fund Budget Performance: Oakland University's (University) actual
year-to-date (through Summer [} and Fall 2022) enroliment, measured by student credit
hours, is 7.2% below prior year actual and 2.0% above budget. Financial aid
distributions are running slightly above budget and a preliminary review of General Fund
expenditures to date shows no major spending variances in any division or unit. [n
accordance with the State of Michigan’s Public Act 144 of 2022, the University will be
receiving monthly State appropriation payments of $5,523,809 which begin in October.
Planning is underway to address the budgeted shortfall for fiscal year 2023 resulting
from anticipated declines in enrollment, including cost containment measures, budget
reductions, reserves, and use of the Higher Education Emergency Relief Fund (HEERF)
grant from the federal government,

A monthly budget monitoring process managed by the Budget and Financial Planning
Office helps ensure budget management accountability.

3. Investment Performance: The results of the University’s working capital and
endowmaent invesiment activities for FY2022 is presented in Attachments A and B, as
prepared by Commonfund and UBS.

Investment performance associated with the working capital pool for the quarter ended
June 30, 2022 was negative and better than the benchmark. Performance for FY2022,
was also negative and better than the benchmark.

The University’s endowment portfolio performance for the quarter ended June 30, 2022
was negative and slightly shy of the quarterlty henchmark. Performance for FY2022 was
also negative and below the fiscal year benchmark.

Final data from the NACUBQO/TIAA FY2021 annual endowment survey revealed that the
University’s endowment portfolio exceeded the average investment performance for
both similar sized university endowments and all university endowments, regardless of
size, for all measured periods; one, three, five, ten, fifteen, and twenty years.

Liquidity of hoth the working capital and endowment investments remains strong. The
University’s investments are being managed according to the Board’s policies. The
University’s Investment Advisors (i.e. Commonfund for working capital and UBS for the
endowment) continue to adhere to a long-term investiment strategy that focuses on
outperforming identified benchmarks over time. The Advisors will make their annual
presentation to the Board at the October 3, 2022 Formal Session.
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4. Debt Management: The Capifal Debt Report, August 31, 2022 (Attachment D)
shows the University’s amount of outstanding principal, unamortized premiums, rate of
interest, weighted average cost of capital, type of debt, annual debt service, maturity,
purpose of each debt issuance, and information about the University’s swap
arrangement. The University's debt, which has a weighted average cost of capital of
3.552%, is being managed according to the Board’s policies and approvals.

5. Construction Report: The Construction Report, August 31, 2022 (Attachment
E) includes budget information, source of funding, forecasted final costs, and comments
for all ongoing capital projects over $500,000, as required by Board policy. All projects
have been properly approved and are within budget.

6. University Reviews/Approvals: The Treasurer's Report and attachments were
prepared by the Budget and Financial Planning, Treasury Management, Controller, and
Facilities Management Departments, and reviewed by the Treasury Committee, Interim
Vice President for Finance and Administration and Treasurer to the Board of Trustees,
and President.

7. Recommendation:
RESOQLVED, that the Board of Trustees accepts the Treasurer's Report.

8. Attachments:
A. UBS — Oakland University Endowment Performance Review — Year Ended
June 30, 2022
B. Commonfund — Qakland University June 30, 2022 Treasury Solutions
Quarterly Investment Report
Cash and Investments Report, August 31, 2022
Capital Debt Report, August 31, 2022
Construction Report, August 31, 2022

moo
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Submitted to the President
an TidE ., 2022 by

B

James L ‘Hargett CPA
Interim Vice President for Finance and Administration
and Treasurer to the Board of Trustees

Recommended on q l?ﬂ'l , 2022
to the Board nr Trustees for Approval

M

Ora Hirsch Pescovitz, M.D.
President

. Merchant, Fh.D!
of Staff and
tary to the Board of Trustees
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OAKLAND UNIVERSITY ENDOWMENT

Board Meeting - October 2022

Performance Review - Year Ended June 30, 2022

Presented By:
URS Financial Services, Inc.

Rebecca S. Sorensen, CFP#, CIMA®

Senior Vice President - Wealth Management
Institutional Consultant

Wealth Advisor

Darin S McBride, CRPC*®
Senior Vice President - Wealth Management
Senior Portfolio Manager

Mark Anderson
Senior Vice President - Wealth Management
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Oakland University Endowment
Investment and Market Review

Cctober, 2022

Reacap of the Fiscal Year ended June 2022

The one year period ended June 2022 was difficult and disappointing, with most asset classes suffering major
losses. There really was no place to hide. The US and the world are facing multiple isswes: inflation, rapidly
rising interest rates, employment problems, continued COVID concerns, political unrest, the war in Ukraine,
and increased tension between the US and China over Taiwan. Any one of these Bsues on its own would be
problematic, but together they've caused havoc in the financial markets worldwide.

Whether we are in a recession or nof isn't really clear, but we are likely in a period of slower growth which
may continue until the many issues of the last few years are resobeed.,

For the OU Endowment portfolio, publicly traded Equities were down 19% for the fiscal year ended June 30,
2022 net of fees. Fixed income was down 9.81%. Hedpe funds were down 27.99% with all the losses in the
category coming from ane manager, Alkeon Capital Management. Even with Alkeon’s negative performance in
2022, the fund has contributed positively to the portfolio with an average annualized return of B.36% since its
addition to the portfolio in 2012, Private equity shows a positive return of 18.45% for the one year period
ended June 30, 2022. Please note, however, that private equity reported performance returns ahways lag the
current reporting period due to the difficulty of timely valuation of non-public entities. The reported net
return for the endowment investment pool for the fiscal yvear ended June 30, 2023 was -15.14% compared to
the 70% M5CI ACW-NRSI0% BBG AGG benchmiark return of -13.99% for the same period,

Golng Forward

While the near-term outlook is uncertain, we think this is a time for investors to stay diversified. Longer term,
we believe a combination of below-average equity valuations and above-average yields means attractive long-
term returns for diversified portfolios. After the substantial decline in equities we've had over the past 9
months, we see attractive average annual retums in the 7% to 9% range over the next decade for LIS stocks.
MSC] ACW valuations suggest long term annualized returns of 6% to B%. Yields available in bond markets have
improved significantly this year as well. Longer term through the rest of the decade, we see positive GDP
growth, stronger job growth, and lower inflation.

We expect increased spending for improvements in public infrastructure, R&D, semi-conductor production,
and energy transition. We see investors moving to quality and security — for healthcare, food sourcing,
environment, and people, COVID showcased problems we have in health care, Ukraing brought global issues
of food and energy sourcing to the world's attention.

The investment world continues the movement toward ESG investments (Environmental, Social, and
Corporate Governance). Politics aside, most agree that our planet has a finite amount of natural resources
that should be protected,

We anticipate that continued technology and health care innovations will push growth and econamic
efficiencies over the next decade and that high government debt throughout the world will work to keep
interest rates relatively bow on a long term basis,
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We serve as a fiduciary to the University for the management of the portfolio and continue to work closely
with Jim Hargett and Susan Sarkisian to help ensure the long term success of the endowment. After the close
of your fiscal year, we made changes to the portfolio, removing 5 underperforming managers and
consclidating proceeds with existing managers within the portfolio that have consistently performed well
against their benchmarks. We also replaced the majority of the Exchange Traded Funds within the portfelio
with lower cost ETF options. Additionally, we invested 5% of the portfolio value in a Global Equity ESG sleeve.

After last year's board meeting and at your request, we provided a study of the diversity of UBS and the
investment companies who manage the University’s assets and reported back our findings to the Finance and
Administration Office. We updated the information for this meeting. Of the investment companies managing
assets for the OU Endowment portfolio, 37% include women andfor people of color in bead positions. The
number jumps to 47% when we categorize by publicly traded fixed income and equity portfolios only.

Thie Dakland University Endowment Portfolio is well diversified with quality managers who are leaders in their
investment categories. The portfolio holds sufficient cash balances to cover anticipated withdrawals for the
coming year. Additionally, cash on hand covered all withdrawals for the fiscal year ended June 30, 2022, There
was no need to sell into a down market.

For Oakland University's long-term endowment plan, we believe that a well-balanced diversified portfolio with
an emphasis on equites continues to be appropriate given the time horizon of the portfolio, We are
comfortable with the current allocation and managers and remain in compliance with the Oakland University
Endowment Invastmeant Palicy Statement.

Sincerely,

ES Wealth Strategy Group

Rebecca % Sorensen, CFP, CIMA
Sr. Vice President — Wealth Management, US
Institutional Consultant

Darin McBride, CRPC
56, Viee President = Wealth Management, L%
&r. Portfolio Manager

Mark Anderson
4r, Vice President - Wealth Management, LIS
sr. Portfolio Manager
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Dakland University Endowment Review - Period Ending June 30 2022
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3% UBS

Quarterly review & outlook
2Q22 into 3Q22

Chief Investment Office GWM

July 2022

This report has been prepared by UBS Financial Services Inc. (UBS FS).
Please see important disclaimers and disclosures at the end of this document,



Stocks & bonds had their worst first half in over 50 years...

Performance, select asset classes

20Q22 YTD 2022 1Q22 2H21 FY 2021
Cash 0.1% 0.2% 0.0% 0.0% 0.0%
Us Gov't Fl (short) -0.59% -3.0% -2.5% 0.5% -0.6%
US Gov't Fl (intermediate) -2.5% -5.4% -0.6% -2.5%
US Gov't H ﬂﬂng}l -12.1% 3.9% -4.3%
US TIPS 4.2% 6.0%
US Municipal FI -6.2% 0.5% 1.5%
USIG CorpH 0.2% -1.1%
US HY CorpFl 1.6% 5.3%
EM FI (Hard) 4% -20.3% ) -1.1% -1.8%
EM FI (Local) ; -14.5% : - B7%
Us All-cap b.7% -21.1% pak T 25.7%
US Large cap growth 20.9% -28.1% 27.6%
US Large cap value -12.2% -12.9% : 25.2%
US Mid cap -16.8% -21.6% ; 22.6%
US Small cap -17.24% 2345 ' 1P 14.8%
Int'l Developed Markets -14.5% -19.69% : 11.3%
Emerging Markets 1/.6%
Preferreds
MLPs
US Real Estate -17.0% -3.9% :
Seniorloans -5.3% -5.5% -0.2% 1.3% 3.5%

fousoe Nioombeeg, LAY, ai of 30 e 2002
The views expressed in this dide belong to CID Americas, G
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...leaving balanced portfolios down in 2022.

"Quilt chart” of select asset classes’ calendaryear performance
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The range of potential outcomes is wide...

5&P 500 price returns in all bull market corrections (losses of more than 10%, but less than 20%) since 1943
(Indexedto 100 = 10% drawdown threshold)
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...due to concerns around higher inflationary pressures...

Year-over-year Headline CPI Globalsupply chain pressure index
January 2021 -today in standard deviations away from average
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...but drawdowns are common, even in a bull market

Index of US Large-Capstocks calendaryear total returns and intra-yeardrawdowns
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Stocks hit their lowest levels of the year in June...

S&P 500 index level, with callouts for select news items

5.250

Jull 15 China cuts RRR rates, Mo 5 LUSD 11 infrastructure Feb 22 Russia recognizes the May 4 FOMC raises
injecting liquidity inte the markeat bill receives final approwval *Independence” of Donetsk and Luhansk, interest rates by S0 bps
setting the stage for an invasion of Ukraine " in an increasing effort to
5000 Sop 27 Deadline for vote on reconcliation Fob 28 Global i taene inflation
packagein Congress is pushad afiar it the Russian Central
coming up shom of necessany votes ~ Bank, effectively freezing
4 780 | & large portion of
Roussian resenves Jun 15FORC rasge
i interest rates by 75 bps,
thie largest increase in
4,500 | I alrmost 30 years
i .
4,250 | L |
Nov 3 FOMC announces
pdan to tager asset purchases
4,000 ower Coming months
Aug 11 Current US COVD-19
hospitalizations eross 75k for
first time since February as lan26 FOMC suggests Apr 12 I-.:fara;iﬁ *r:?
379 geiraveriani rages they will raise rates in March, increase of B.5% 15 the '
Dkt 7 Senate agrees o short-tem TLrming mode hanwkish highestlevel in 40+ years
funding increase to avobd debt
ceiling shawd o
3,500
Blar 16 FOMEC Bay 18 Rnland and
-— G 25b.p. = Swveden afficially
Duec 20 Senator Mandhin ([D-WA) b mim NAT
S5 e o et hike, the first in 3 years apply to join NATD
Sp 20 Comoern aver Chinse current version of the Build Badk Better
property devsoper Evergrande spill legistation, delaying the prospectof a
awer into internaticnalmarkets firal bill well into 2022 Mar 8 The U5, bans imports of Russian oil, gas, and coal
3,000
Jun-21 Juk-21 Auge2 1 Sep-21 Q-2 1 Mowe-21 Dec-21 lan-22 Feb=22 Mar23 Apragd hay-22
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;! : UBS The views expressed in this shide belong to CIO Americas, GWH



...but equity valuations are looking through near-term misery

Average trailing S&P 500 P/E across Misery Index deciles. Misery Index = Inflation + Unemployment rates

20.1x

Current:
17.2x trailing earnings,
12.2% misery index

19.5x 19.4x 19.3x

12.3x%

8.9x

Under 6.3% - 6.8% - 1.5% - 8.2% - 8.8% - 98%- 106%- | 11.9%- Over
6.3% 6.8% 71.5% 8.2% 8.8% 9.8% 10.6% 11.9% 14.6% 14.6%

Misery Index "deciles”

Scurce: Blooeberg. LBS, a5 of 30 jure 2022
The views expressad in this slide belong to CI0 Amencas, G

o UBS .



COVID-19 cases have avoided major spikes in the US

US new cases and hospitalizations (Ihs) against vaccinations (rhs)
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2Q22 economic review

» Recession fears reared their ugly head in 2Q22, andin The market is pricing in swift rate hikes
response the S&P 500 fell as much as 24% from its Estimated fed fundsrate by December 2022 based on fed
2022 high and the ten-yearrate rose as high as3.5% in  funds futures
June. Inflation readings have remained stubbornly high,
with the May headline CPl print setting anotherhigh  3.5% W
this year at 8.6% YoY. Market pricing for the fed funds
rate has risen in response, with the market pricing in .
close to a 3.5% rate by December 2022. Faith in the 3.0%

Fed to navigate to a soft landing has deteriorated, with M
the Atlanta GDPNow forecast falling below -2% in June. 5 gog

Thatsaid, household balance sheetsremain strongin /"ﬂ-

our view, and the labor market recovery has been

resilient, 2.0%

» The momentum for tightening monetary policy is high,
with the Federal Reserve hiking 75 bp at its most recent
meeting, the largest such increase since 1994, Another
75 bp hike is expected at the upcoming July meeting.  1.0%

1.5%

= Many countries have been able to avoid lockdowns—
and the associated economic damage— due to new 0.5% 7
variants of COVID-19so far, butnot all. Chinais one
prominent country that has instituted widespread 0.0%
lockdowns throughout the country. Oct-21 Dec-21 Feb-22

Apr-22 Jun-22

Source. Bioomberg, UES, i ol 30 June 2027

a UBS The views expressed in this dide belong to CID Amencas, G
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2Q22 market review

« Equities- Global stocks have fallen this year amid Virtually all assets were down in the second quarter
increasing concerns that aggressive monetary policy Totalretum, callouts for 2Q22 returns
tightening to curb inflation could trigger a recession. The
MSC1 Al Country World Index has fallen 22 % year-to- S Gov't i ﬁash 0.1%
date, the S&P 500 has dedined 23%, and the Nasdaq is Us Gnu}: 3 {iﬁ:;mégi;g{ -0.5%
down 31% as the rise in yields has weighed on the US Municipal F ‘gé‘;‘z
valuations of growth stocks in particular. The UK market Sanior ioans FE_ 30,
has outperformed—MSCI UK is up 1% —helpedby its Us TIPS £ '1 %
orientation toward value and commaodity-linked sectors US IG Corp FI 6.9%
like energy. MLPs 7 49
Preferreds -7 6%
» Fixed income - Global bond markets have suffered one EM Fl (Local) 2 6%
of the worst starts to the year on record as investors US HY CorpFl _10.0%
priced in a faster pace of central bank policy tightening in EM Fl (Hard) -11.49
response to elevated inflation. The 10-year US Treasury Emerging Markets _11 434
yield has risen to 3.26%, its highest level since 2011, Us Gov't A (long) -12 19
while the 2-yearyield is at 3.21%. The flattening—and US Large cap value _13 29
brief inversion—of the US 2-year/10-year curve reflects Int'l Develop ESSMAEJI-;:;?; '1%%%
mounting recession fears, Us Mid cap 16.8%
» Commodities - Cormmodities have been the standout UEISRE?A :iftg: '_11 ;g?;;

performerin the first half of 2022. The broad Bloomberg

: US Large cap growth
Commodity Index has risen 28% year-to-date on a total = cpl

return basis, with energy leading the advance. SpotBrent -25% -15% -5% 5% 15%
crude prices are up 249% at around USD 11560, driven
in part by efforts to shift away from Russian supply. YTD 2022 m2Q22

Sounce: Boomberg, WUES, a1 of 10 e 3051

The views expressed in this slide belong to CHD Amencas, GWMM
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3Q22 economic and market outlook

+ Overview - Moving into the third quarter, fears of a GDP growth should start to normalize in 2022

recession are at the top of investors' minds as the Fed Global and regional GDP vy growth, with UBS forecasts, in
ventures forward on its path of hiking rates. Inflationary % (annualized)

pressure remains elevated as supply strugales to keep up

with demand and the war in Ukraine threatens further

disruption. Businesses will pass along their higher costs to

their customers. However, our base case is still no 6.2
recession. Rising wage incomes and strong household

balance sheets will support consumer spending. We expect
bottlenecks to resolve in 2H22, and inflation should start

to slow. We do not see further variants of the coronavirus

posing too much of a threat to economic growth, and still

expect positive GDP growth for the year.

» Earnings and valuations - Inflationary pressures and
higher interest rates are weighing on US equities. The S&P

5.1

7.1

5.7
5.3

500 recently entered a bear market after hotter-than-
expected inflation and renewed expectations that the Fed
will have to be more aggressive to combat it. Given recent
developments and our increased expectations for interest
rates and Fed rate hikes, we revised down our S&P 500
price targets and EPS estimates.

» Interest rates — Interest rate volatility remains high given World
the growth and inflation mix and the fact that central
banks are now looking to raise rates more rapidly and
withdraw liquidity support. However, we would argue that

DM Eurozone

2021 Estimate = 2022 Forecast

much of that is now priced in. Source: UBS, 4 of 30 June 2022

s UBS

The views expressed in this slide belong to CID Americas, GYWH
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Given the uncertainty, we focus on three scenarios...

Central

Inflation fears abate. Majorcentral ~ +
banks reduce accommodation less
than the marketexpects.

Labor force participation rate
improves as high wages attract more

workers. .

Supply-side bottlenecks are resolved
as energy marketsstabilize and China
brings the pandemic under control.

The US economy grows above long-
term trend in 2022.

The flow of Russian gas to Europe  »
resumes to meet European energy
demand in full.

Renewed momentum in Russia-

Ukraine talks makesa cease-fire more-
likely. The threat of a broadening of
the conflict diminishes.

Risk assets rally as geopolitical risk
declines.

Inflation falls gradually toward year-  »
end. Major central banks continue to
reduce accommodation, The Fed and
ECB raise rates at mostin line with
market pricing.

Global economyslows on the back of »
higherenergy costs and tighter
financial conditions, but recession is
avoided.

COVID-19 lockdownsin China do nots
widely disrupt global supply chains or
US business activity,

Russian gas supply to Europe is
reduced as part of Russia’s standoff
with the West. Despite pressure,a =
Eurozone-wide recession is avoided.

Europeanreliance on Russian energy
is reduced significantly by year-end.
Sanctionsare increased, and more
pressure is applied on other countries
to limit energyimports from Russia.

=il ;:_-

: __vownsiae
Inflation stays high throughout 2022,
Stagflation risks increase as wage-
price spirals form. The Fed and ECB
tighten policy more than markets
expect.

COVID lockdownsin China
exacerbate supply-side bottlenecks,
hurting growth and boosting
inflation.

US consumer spending contracts in
real terms as inflation continues to
outpace income growth. US
expenencesshallow recession in the
next 12 months.

A prolonged cessation of Russian gas
supply to Europe causesa Eurozone-

wide recession with three consecutive
guarters of economic contraction.

= The conflict in Ukraine broadens due

to the use of WMDs by Russia,

&% UBS
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...which help us identify opportunities amid uncertainty

UBS CIO central, downside, and upside December 2022 expectations

December 2022 forecasts, projected change

Index Current
(01 July) Central scenario Upside scenario  Downside scenario
3.900 4,500 3.300
p 1 : : '

S&P 500 3,78 3.1% 19.0% 12.7%
3.400 4,000 3.000

Euro 3taxx 50 3448 -1.4% 16.0% -13.0%
1050 1180 850

MSCIEM 1,001 4.9% 17.9% -15.1%

| 11.300 12,200 9.600

Swiss MarketIndex 10,770 4.9% 13.3% 10.9%

95 bps 45 bps 150 bps

US IG spread (bps) 164 P P P
69 119 14

375bps 270 bps 700 bps

US HY spread (bps) 589 P P P
=214 -319 111

425 bps 300 bps 600 bps

EM USD bondsspread (bps) 510 P 2 e
-85 210 90

ST AR O M The views expressed in this shide belong to CIO Americas, GWW
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Recap

« Economicactivity continues apace in most regions, though due to the volatility of incoming data, it is hard to get a
precise read on the ongoing inflation and growth dynamics. We think continued strong equity earnings growth,
resilient demand, and signs of potentially softening inflation in the second half of 2022 are enough to revert the
recent trend of pessimism. That said, political and market risks abound, from the war in Ukraine, to new variants of

COVID-19, to the Fed's plan to raise interest rates, and generationally high levels of consumer price inflation. Despite
our conviction for rising asset prices in the medium term, we expect marketvolatility to remain higher than recent
history.

 Tactically, we see value in select equities and credit and commaodity segments, thanks to an economic expansion thatis
maintainingsteam. High levels of uncertainty surrounding the war in Ukraine, the effect of sharply higher energy
prices, and the Fed's shaky course to a soft landing provide tail risks

* Within fixed income, we upgraded ourview on Agency MBS to most preferred, as the coupon spread to

Treasuriesis at decade highs and with potential sales by the Fed priced in, the asset dass is now cheap. Elsewhere
we continue to like preferreds as spreads have widenedto an attractive entry level.

* Within equities, we have a preference for value stocks over growth stocks. With the backdrop of economic

reopening, pent-up consumer demand, broadening economic activity, and higherinterest rates, earnings for value
companiesshould grow at an elevated rate.

* In commodity markets, we see value in oil, which should benefit from tighter supplies and economic reopening.

Seongrem: WS, an of 30 juna 30032
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Appendix: Investment committees

Global Investment Process and Committes Desoription

Thz"LIES- investiment proces & desgned to achieve replicable, high-guakty resuts theough spphing inteleciual ngor, Strong process governance, cear responablity, and a culture of
challenge,

Based an the analges and assesments conducted and weited throughout the investment process, the Chief Imastment Officer (210) larmulates the UBS Wealth Management Investment
House View (.., overaesght, neutrd, undenseight stances for asset classes and market segrments relative 1o thelr bendhrmark alocation) at the Global Fveesiment Committes (GIC) Senios
irnvestment professionals from soross UBS, complermnented by selected external experts, debate and igorously challenge the investment strategy (o ensure consistensy and risk contral.

Global Investment Committes Composition

Thia GIC comprises iop market and investment expertise from across all dinsions of UBS:
= lark Haefela (Chair)

= faul Donovan

= Tan kin Lan

= Themis Themistodeous

* Bruno kdarser

= fdnan Z0hrcher

® hark Andersen

= Salita Mascelli

GWMA Asset Allocation Committes Description

We recognize that a globally derved house vew B most eliective when complemented by local perspective and applcation, As such, UBS has formed a Wealth Managernent Americas
Asset Allocation Committes MRS AACH, WA AL is responsble for the development and mandtoring of UBS WhA's strategic asset allocation modds and capital market assumgtions,
The WA AAC sets parameters for the CID Americas, Wh Investment Strategy Group to follbw during the translafion process of the GIC's Houwse Views and the incorposation of LS-
specilic msel dass views into the US-specific tactical asset allocation modeds,

GWMA Asset Allocation Committes Composition

The GWHIA Asset Allocation Committes comprises nine members:
» Sadita Barcell

» Jason Draho

 Leslie Falconio

# Laira Kane

» Daarl Lefonastz

® D Scansarali

= Tam McLouwghlin

* Brian Rose

&% UBS .



Appendix: Statement of risk

1. Equity markets are difficult to forecast because of fluctuations in the economy, investor psychology, geopolitical conditions, and other important
variables.

Z. Bond marketreturns are difficult to forecast because of fluctuations in the economy, investor psychology, geopolitical conditions and other important
variables. Corporate bonds are subject to a number of risks, including credit risk, interest rate risk, liquidity risk, and event risk. Though historical
default rates are low on investment grade corporate bonds, perceived adverse changes in the credit quality of an issuer may negatively affect the
rarket value of securities. As interest ratesrise, the value of a fixed coupon security will likely decline. Bonds are subject to market value fluctuations,
given changes in the level of risk-free interest rates. Mot all bonds can be sold quickly or easily on the open market. Prospective investors should
consult their tax advisors concerning the federal, state, local, and non-UL5. tax consequences of owning any securities referenced in this report.

3. Prospective investors should consult their tax advisors concerning the federal, state, bocal, and non-U.5. tax consequences of owning preferred stocks.
Preferred stocks are subject to market value fluctuations, given changes in the level of interest rates. For example, if interest rates rise, the value of
these securities could decline, If preferred stocks are sold prior to maturity, price and yield may vary, Adverse changes in the credit quality of the issuer
may negatively affect the market value of the securities. Most preferred securities may be redeemed at par after five years. If this occurs, holders of the
securities may be faced with a reinvestment decision at lower future rates, Preferred stocks are also subject to other risks, including illiquidity and
certain special redemplion provisions.

4. Although historical default rates are very low, all municipal bonds carry credit risk, with the degree of risk largely following the particular bond's
sector. Additionally, all municipal bonds feature valuation, return, and liquidity risk. Valuation tends to follow internal and external factors, including
the level of interest rates, bond ratings, supply factors, and media reporting. These can be difficult or impossible to project accurately. Also, most
municipal bonds are callable andéor subject to earlier than expected redemption, which can reduce an investor's total return, Because of the large
number of municipal issuers and credit structures, not all bonds can be easily or quickly sold on the cpen market.

&% UBS »



Appendix

Emerging Market Investments

Inwestors should be aware that Emerging Market assets aog subject 1o, amongst others, potential risks linked to currency volatility, abruptchanges in the cost of capital and the economic
growth outlack, aswell a5 regulatory and socio-political risk, interest rate risk and higher credit risk, Assets can sometimes be very illiguid and liguidity conditions can abruptlyworsen, CI0-
AN generslly recommiends aaly those securities it befieves have been registered under Federal UL, registration rules (Section 12 of the Securities Exchange Act of 1934) and indisidual
State registration reles (ommonly knonwn ai " Blue Sky® laws), Prospectiveinvestors should be aware that 1o the extent permitted under US law, CI0-A Wi may from time 1o tme
recammend bonds that are not registered under US or State securities laws. These bonds may be isswed in jeisdictions where the level of requéred disclosures to be made by ssues s not as
freguent of eomplete a3 that requined by US Liws.

For more badeground on emerging markets generally, seethe CI0-5 Whi Education Notes "Investing in Emerging Markets (Part 11 Equities®™, 27 August 2007, *Emerging Market Bonds:
Understanding Emerging Market Bonds, ® 12 August 2008 and ®Emenging Markets Bonds: Understanding Sowvereign Risk, * 17 December 2008,

Investons interested in holding bonds for a lenger period are advised 19 select the bonds of those sovereigns with the highest aredit ratings {in the investment grade band). Such an
approach should decrease the risk that an investor could end up holding bonds on which the sovereign has defaulted, Subs-investment grade bonds are recommended only for dients with a
higher risk tolerance and who seek 1o hold higher wielding bonds for shorter periods only.

Non-Traditbonal Assets

Mon-traditional asset dlasses are alternative investrnents that indwede hedge funds, povate equity, real estate, and managed futunes [oollecively, alternative inestments), Interests of
ahemative investrient funds are sald only 1o qualified investors, and enly by means of offering documents that indude imformation about the risks, performance and exgenses of alternative
Irvestment funds, andwhich dients ane urged to read carefully before sulbbscribing and retasn, An svwvestrnent inan altesnathve investment fund i speculative and invalwes gignificant fiks,
Spedfically, these imestments (1} are not mutual funds and are not sulbject to the same regulateryrequirements as mutual funds; (2} may have performance that isvolatle, and investors
may lose all or a substantial amount of their investment; (3) may engage in leverage and other speculative investment practices that may increase the risk of inmvestroent boss; (4) are fong-
term, Mliquid investmants, there is generally no secondary market for the interests of a fund, and none is expected to develop; {5} interests of altemative investment funds typically will be
illbguid and subject 1o restrictions on transfer; (B) may not be reguired to provide penadic pricing o valuaton infermation ta investors; (7) generally involwe comglex tax strategies and there
may be delinys in distnbuting cenformation to imestons; (B) sne subgject 1o high fees, including management fees and other fees and expenses, all of which will reduce profits.

Irterests in alternative investment funds are not deposits or obligations of, or guaranteed or endorsed by, any bank or other insured depositony institution, and ane not federally insured by
thee Federal Deposit insurance Corporation, the Federal Reserve Board, or any other governmmenial agency. Prospective investors should understand these risks and have the financial ability
and willingness to sccept them for an edended period of time before making an investmentin an alternative imvestment fund and should consider an alternative investment fund as a
supplement to sn overall imestment program,

I additicn o the risks that apply to alternative investrvents generally, the followeng are additionad risks related 1o an investmentin these strategles:

sHedge Fund Risk: There are rigks specifically associated with investing in hedge funds, which may include risks associated wath investing inshort sabes, options, small-cap stocks, “junk
bands, " derivatives, distressed seounitisg, non-ULS, securities and illiquid Investments.

shdanaged Fulures: There are risks specfically assodated with investing inmanaged futures programs. fae example, not all managers foous on all strategies at all times, and managed
fullures sirategies may have maletal directional elements.

=Real Estate: There ane risks specifically assodated with investing in reaf estate products and real estate investment trusts. They inwolbve risks assodiated with debt, adverse changes in general
economic or local market conditions, dhanges in governmental, tax, real estate and zoning laws or regulations, risks associated with capdtal calls and, for some real estate producks, the risks
associatedwith the ability to qualify for favorable treatment under the federal ta Laes.

=Frivate Equity: There are risks spedically assocated with investing in private equity. Capital calls can b made on shart no-tice, and the failure to meet capital calls @n resultin significant
adversa consequences induding, but not limited to, a total boss of imestment.

=horeign ExchangeCurrency Risk: investors in securities of issuers located outside of the United States should be aware that even for securities denominated in U5, dollars, changes in the
exchange rate between the U5, dollarand the issuer's *home® currency can have unexpected effects on the market value and liquidity of those securities, Those securities may alss be
affected by other risks {(such as political, econamic or regulatary changeshthat may not be readily lnown to g U5, investor,
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Appendix: explanations about asset allocations

Sources of strategic asset allocations and investor risk profiles

Strateqic asset allocations represent the longer-term allocation of assets that is deemed suitable for a particular irvestor, The strategic asset allocation models discussed in this
publication, and the capital market assumptions used for the strategic asset allocations, were developed and approved by the Global Wealth Management Americas Asset
Allocation Committee (GWMA AAC),

The strategec asset allocations are provided for illustrative purposes only and were designed by the GWMA AAC for hypothetical US investors with a total retum objective under
five different Investor Risk Profiles ranging from conservative to aggressive. In general, strategic asset allocations will differ among investors according to their individual
circumstances, risk tolerance, retum objectives and time horizon, Therefore, the strategic asset allocations in this publication may not be suitable for all investors or investment
goals and should not be used as the sole basis of any investment decision. Minimum net worth requirements may apply to allocations to non-traditional assets, As always, please
consult your UBS Financial Advisor to see how these weightings should be applied or modified according to your individual profile and investment goals.

The process by which the strategic asset allocations were derived is described in detail in the publication entitled * 2019 Capital Market Assumptions Update,” published on 4
February 2019 by the GWIMA AAC, Your Financial Advisor can provide you with a copy.

Daviations from strategic asset allocation or benchmark allocation

The recommended tactical deviations from the strategic asset allocation or benchmark allecation are provided by the Global Investment Committes and the Investment Strategy
Group within CIC Americas, Wealth Management, They reflect the short- to mediume-term assessment of market opportunities and risks in the respective asset classes and
market segments. Positive/zeranegative tactical deviations comespond to an ovenweightheutralunderweight stance for each respective asset class and market segment relatve
to their strategic allocation, The current allocation is the sum of the strategic asset allocation and the tactical deviation,

Note that the regional allocations on the Equities and Bonds pages in UBS House View are provided on an unhedged basis {i.e., itis assumad that investors carmy the underdying
currency nisk of such investments) unless otherwise stated. Thus, the deviations from the strategic asset allocation reflect the wiews of the underlying equity and band markets in
combination with the assessment of the associated currencies. The detailed asset allocation tables integrate the country preferences within sach asset class with the asset class
preferences in UBS Houss View.

Aszet allocation does not assure profits or prevent against losses from an investment porifolio of accounts in a declining market
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Disclaimer

UBs Chief Investrment Office’s ("CI0") investrnent views are prepared and publshed by the Global Wealth Management busingss of UBS Switrerdand AG (regulated by FINMA in
Swatnedand) or itt affilates (“UBS" L The investment views have been prepared in accordance with legal requirements designed to promote the independence of imvestment
resaarch,

Generic investment research = Risk information:

This pubdcation is for your information only and is not inended & an olfer, or a salicitation of an offer, 1o buy or sell any Evwestmmt or other spedhic prodect. The analysis contaned
hierein does mot constiute a personal recommendation or take into awount the particular investment objectives, investment strategies. financal sitwafion and needs of any specfic
recipient. It is based on numerous assumptions, Different assump@ons could result in materialy different results. Certain services and products are subject to legal restrictions and cannot be
offered worldwide on an wnrestricted basis andibr may not be eligible for sale 1o all investors, All information and opinions axpressed in this document were obitained from sownces balieved
to be refable and in good fath, but no representation or wasranty, express or impled, is made as o its accuracy or completenes (other than discosures relating to UBSL All nformation
and opinions as well as any forecasts, estimates and market prices indicated are current as of the date of this report, and are subject io change withowt notice. Qpinksns expressed herain
ray differ or ke contrary to those espressed by other business areas or dhvisions of UBS as a result of wsing different assumptions andér oriteria. In no oroumstances may this dooument or
any of the information (ncdeding any Torscast value index or other calculated armount [ Values®)) be used for any of the following purposes () valuation or accounting purpoeses; (i) o
determine the amounts due or payable, the price or the value of any financial instrement or financial contract; or (8} to measure the perormance of any finandd instrument Nnduding,
without Emitation, for the purpose of tradking the returm or performance of any Value or of defining the aset alocaton of portfolo or of computing performance fees, By receiving this
document and the information you will ke deemed to represent and warrant to LIBS that you will not use this document or othenwise rely on any of the information fos any of the abowe
purposes, UES and any of its directors or employess may be entithed at any time to hold long or short positions inimestment instuments referred 1o herein, canry ot transachors invohang
relevant investment instruments i the @padty of principal or agent, or provide any other serices or have officers, who serve as directors, either tofor the issuer, the mestment
instrurment itself or tafor any company commendially or financialy affilkated 1o such iswers, At any time, investment decsions (incheding whether o buy, sell or Bold secudties) made by
UBS and its emgpdoyess may difter from or be contrany to the opindons expressed in UBES ressarch publicationsd. Some investroents may not e readily realizatle since the market in the
securities i iliquid and therefore valuing the nvestment and sentifying the rsk to which you are epoded may be diffioult to quantify. UBS refes on information basrers 1o contr the flow
of informasion contained in one or more areas within UBS, into other aneas, units. diisions or affilistes 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 oocur. Past performance of an investment is no guarantee for its future performance. Additonal nformation will be
made awailable upon request. Some investment may be subject to sudden and large fals in value and on realization you may receive back less than you invested or may be required to pay
mare. Chanaes in foreign exchange rates may have an adverse effect on the price, value of income of an investmeant. The analystisl 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 trestment depenck on the Indnidual dreumstances and may be subject to dhamge i the futre, 8% does not provide lagal or tax advice and makes no representations & to the tax
treatrent of assels of the nvestment returrs therson both in general or with reference to specfic dient’s droumstances and needs. We are of necessity unable o fake into account the
particular investment objectives, financal siwation and needs of our indhadual dients and we would recommend tat you 1ake finandal andfor tax advice as to the implcations Gnduding
tax} of investing In any of the preducts mentioned hersin,

This material may nof be reproduced of copies croulated without prior authenty of UBES. Unless othersise agreed nowiiting UBS expressly prohibits the dstrbution and transfer of this
material to third partes Tor any reason. UBS accepts rio lablity whatsoever for any daims or lawsults from any thind parties ansing from the wse or distibution of this material. This report is
for distribution only under such Grourmdlances &4 may be permitted by applicable law, For informatian on the ways in which CI0 manages conflicts and maintains independence of its
investment wews and publication offering,. and research and rating methodologies, please visit wassy ubs comiteseanch. Additional nformation on the relevant authors of ths gublication
avid ather CI0 publicationds) referenced in this report; and copies of any past reponts on this topls are available upon request from your dientadvisor,
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Disclaimer

Diptions and futures ane not suitable for all investors, and trading in these instruments is considered risky and may be appropriate only for sophisticated investors. Prior 10 buying or selling
an option, and for the complete rks relating o opions, you must receive a copy of "Charadteristics and Risks of Standasdized Options®. You may read e document at
h o thy thubicationstharacternisis iso o ask your financial advisar for a copy.

Investing in structured investments involves sgnificant risks, For a detailed disoussion of the risks involved in investing in any particelar structured investment, you rust read the relevant
offering materiak for that investrmant. Strectured investments are unsecured obligatiors of a particular issuer with returns linked to the performance of an underhing asset. Depending on
the terms of the investment, investors could fose all or a substantial portion of thar investment based on the performance of the underlying asset. Investors could also lose ther entine
investment if the issuer becormes insolvent. LIBS Finandal Services Inc. does not guarantee in any way the obligations or the finandal condition of any issuer or the acouracy of any finandal
information provided by any issuer. Structured investments are not fradiona investrients and investng in a structured investrment is not equivalent o investing directly in e underying
assel. Struciured investment may have limited or no liquidty, and inwesiors should be prepaned to hold their investment to matunity, The return of struciured imvestments may be limited
by & mamimum gain, partidpation rate or other feature. Structured investments may include call features and, if a structured investment s called early, invesiors would not eam any further
return and may not be able to reinvest in similar investments with simdar terms, Structured investments ndude costs and fees which are generally embedded in the price of the imvestrment,
The tax treatment of & structuned investmaent may be complex and may differ from a direct investment in the underlying asset. UBS Finandal Senvioes Inc. and 115 ermplovess da nat provide
tax aovice. 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 1o consider and incorporate envimnmentd, sodal and governance (E5G) factors
into investment process and porticlio construction, Sirategies across geographies and sivles appmach E5G anahysis and incorporate the findings in a vaniety of ways. Incorporating E5G
factors or Sustainable investing considerators may inhibit the portfolio manager’s ability 1o partidpate in certain investment opportunities that othersse would be consistent with its
investrent objective and other princpal investrment strategie, The returns on a portfolio conssting primarily of sustainable investments may be bower or higher than portfolios where ESG
Tactors, exclusions, of other susthinability issues are not considered by the portfolio manager, and the investrment opportunites available to such portfolios may differ, Companies may not
necessatily meet high performance standards on all mpects of ESG or sustainable investing issues, there is akso no guaranies that any company will mest spectations in connection with
corparate respansibilfy, sustainability, andir impact performane,

External Azset Managers / External Finandal Consultants: In case this research or publication & provided io an External Asset Manager or an Externa Financd Comsultant, UBS
expressly prohibats that it is redistnbuted by the Exiemal Asset Manager or the Bxernal Finandal Consultant and is made available to their dients andior third parties,

USA: Distributed to US persons by UBS Finandal Services Ing, UBS Securities LLC or LUBS Swiss Rnancial Advisers AG, subsidiaries of UBS AG. UBS Switzerland AG, UBS Europe 5E, U85S
Bank, 5.4, UES Brasil Adménistradora de Valores Mobilianos Lida, UBS Asesores Mexico, 5.4, de £V, UBS Subdi TRLIST Wealth Management Co., Ltd., UBS Waealth Management Israel Ltd
and LIES Menkyl Degerler A5 are affiliates of UES AG. LUBES Finanaal Sensces Incorporated of Pueris Rics is 8 subsidiany of UBS Fnancal 5erices Inc. UBS Finandal Services g acepts
responsibility for the content of a report prepared by a non-US affiliate when it distributes reports to US persons. All transactions by a U5 person in the seourities
mantioned in this report should be effected through a US-registered broker dealer affiliated with UBS, and not through a non-U% affiliate, The contents of this report
have not been and will not be approved by any securities or investment authority in the United 5tates or ebewhaere. UBS Financial Services Inc is not acting as a
municpal advisor to any municipal entity or obligated parson within the meaning of Section 158 of the Securities Exchange Act (the "Munidpal Advisor Rule™) and the
opinions or views contained herein are not intended to ba, and do not constitute, advice within the meaning of the Munidpal Advisor Rule.

For country information, plesse visit ubs.comiio-country-disdaimer-gror ask your dientadviser for the full disdaimer.
Mersion 42027, CIOBIE52744

@ UBS 2022 The key symbcd and LBS are among the reglistered and unregistered trademarks of LIBS, Al rights resered,
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Dear Reader,

The Fed has spoken, Mone rate hikes are coming wnlil inflation
fallz comvincingly, and the central bank is not going to bénk even
if higher unemployment ks the undesirable oulcome of jbs resthc.
tive policy. The markets are listening. Yields an 10-year Treasuries
v elirmbisd to the Righest level since 2011 on expectation: ol
miare rate hikes, the LS dollar index s at 20-year highs, and
socks have lumbled as recession fears deepen,

The Fed's hawkish tone and the dollar®s sirength have alsa put
central banks arownd the world on notice. The Bank of England,
thi Swiss Mational Bank, and Norway's central bank, 10 name a
fesww, also Kted rates on Tharsday, The outlier Bank of lapan left
is ulira-bow policy rate unchanged. but Tokyo was forced to
Intervene in the curmency markets o shone up the yen Tor the
first tirma in 24 years.

With the woeld™s central banks simultanecusly fightening policy,
winiiies abosil a global receson continue 16 weigh on markets,
The econcmic data cut of the LIS has been resilient so far, with
the kabar markel especially strang. But if the Fed were 1o rase
raies as mauch a5 currently expected, the risk of a deeper neges-
won in 2023 increates, AL we highlight in our latest Howse
View Monthly Letter, cur base case rermains that US giowth
will be bolow long-term trend for the next year, and possibly
even negatie, But a recession with @ large increase In unemploy-
mient only ocours in owr downside scenanos, We remain hopeful
that inflation should moderate encwgh by yearend 1o allkow the
Fed to hike rates less Than cumenily expecied.

(®

CHD Mlonthly Livesiream —
Seplember

B October 2022
1300 PR ET
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Solita Marcelli
Chiel It Cicer
Americas, Ghobal Weatih
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Bul with inflation surprsing Uo the upside recently, whaeriainly
remnains around the peak for inferest rates, the trough for earn-
ings, and the oullock for energy prices, 'We kepl ow majar assel
class preferences the same this month, and continue to advise
againsl any big market calls m one direclion, lnglead, we moom-
miend irmsestors keep thelr asset allscations coser to lomg-teem
sirifegic benchmarks, 'We advise tills to higher-quality and more
defensive assels, wihich have the ability to hold up better scress a
range of oulcomes. Our Asset Allecation mplementation sec-
tien provides mone guidanoe on posilionsng acnoss assel dlasses.

For tacthoad mvestars with & one- (o twa-year honran, we have
ofien highlighted themes fooused on food seourity, cvbersecurity,
and energy sscurity, which hawve garnered beightened inberes
since the war in Ukrane. For those with an even longer-term
harizpon, ane additional therme likely bo become ncreasingly rele-
vanl when i comes to inbernaticnal security is the space econ-
oy, Dur Thematic Spotlight haghlights aur viees that the
broader space soononmy i at an inflecticn poing and looks polsed
for further groswth in the years ahoad,

Wi hope this guide serves you well through these volatile tmes,
B abways, we encourage you 1o neach oul to yous fimancial add-
s o understand mone about how our guedance fits inlo your
ooy fimancial goals.

G?W'\’

salita Marcell

This report has been prepared by UES AG, UBS Switzerland AG,
UBS AG Sirgapore Branch, UBS AG Hong Kang Brarch, ared
RS Anancial Services Inc. Aease sep important descdaimers and
drciosures ab (ke end ol this decurmenl
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In Gur Year Ahead outhook, " A Year of Discovers” published in November 2021, we
said that 1he process of discovery of a new badance between supply and demand across
radltiphe markets would create uncertalnty that investors wauld nesd to navigate,

More than 10 months on, that process conlinues o oreate volatility and uncertainty.

In the US, mere persistent inflation in services and shelier is dashing hopes that a
decline in gasoline prices and a roemalization in goods supply would drive a sustained
pating in price frends, Labar markel supply remains short of pre-COVID frend lewels,
and the Federal Reserve reraing comimitied to raising interest rates untll inflation fas,

I Europe, at the tirre of weiting, gas flows frorm Russia are less than 20% of their levels
i pricr pears, and it seems likely that the measures o quickly reduce the region’s
energy Intensity will mean mese inflation and negathve growh, ews that Ukrainkan
feeces have retaken parts of the couniny from Russian control is prompiing a mone
aggiessive response from Mosoow,

In China, sleps 10 cool the property market hive resulted & oa slardcoll bebesedn
developers and homebuyers, crushing consumer confidence in a coundtry in which prop-
erty constitutes T0% of household wealth, & path forwand from restrictive and reactive
COVID-19 polickes remaing elusive.

What dewe expest from here?

Once investon gam confidence in the rebalancing between supply and demand, the
rebound is likely to be fast. Shamp, if flesting, rallies in July and early Seplember were
examphes of this in action and demaonstrabe why staying invested is the only way 1o
awoid betng caught on the sdelines by a sustained upturn. Ouwr base case i also for
markets to be higher by lune 2023,

But with core L5 inflation remaining firm, winder in Europe approaching, and the
20 Mational Congness of China's Communist Party due next ronth, uncertainty
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remans around the peak fof inberest rates, the trowgh for eaonings, and the cutlook for
energy prices. We therefone think that the balance of this year of decovery will conlinue
io be volalile, In this light, we stay invested but also selective, and focus owr preferences
on the themes of defensives, income, value, diversilication, and secunly

Iri thee resmainciar of this ketter, | review some of the global drivers of markcet uncerlainty
and valatility, and highlight whers we recommend irvesting today,

us

Lowenr gasaline prices and sgns of a slower pace of core Inflation had brought hopes
that a soft landing for the LIS economy was in sight. But those hopes are being dashed

by recent data releases.

inflation swprised to the upside in August & core TP, which excludes food and enengy,
accelerated to 6.3% year-over-year from 5.9% in July. Perhaps mest concerning, the
drivers of inflaticn broadened. Both the Cleveland Fed's trimmied mean, which excudis
thiz bigaest price cuthers i the CFf basket, and the Atlanta Fed's Sticey CP| series
gained 0,6% in 3 manth,

keanwhile, the labor markel remains tight. lob growih in August siowed 1o 315,000
ey payralls fram 00,000 in July, and the unemployment rate toked up to 3.7% from
3.5%. Bt absolute growih & still strong, jobless claims have actually started faling, and
he labor masket rermains fundamentally urbalanced, with sigrificanily greater dermand
for labar than available supply. Cumrendly, there are around & mallion unemployed but
11,2 milkon job openings, according bo the lstest JOLTS data. Panicipation has been
recovering and in August reached 62.4%, the highest since the pandemic, bui il is stil
a full porcentage point (or 1.6 million people) behow pre-pandernic levels.

in our view, based on curment data, the Fed will keep hiking rabes sggressivily, 1wl likely
nied 10 see several months of subdued inflation—Le., less than 0.2% moenth-over-month
growth in core personal consumption expendiunes (PCE) for at keast Three months—along
wilh furthes svidence of a cooling labor market before softening s tone.

Continued near-term strength 0 labor markets & likely to ghee the Fed both the impera-
tive and the confidence to raise rates in the months abead, Markel pricing now sug:-
gests a furlher 100=125 basts painis in hikes befare the end of the yeat, and a peak in
ihe federal funds rate a1 4.54% next spring.

Uiltirmately, we think the fed will succeed in cooling inflation, allowing i to pause from
rate hiles in early 2023, Inflation expectations are lalling, suggesting that consurmers
and markeis thase the belief that the Fed will tame prices. Inflation expectations three
years out fell o 2.8% n August, according to the New Yok Fed's Survey of Coniurme
Expectationg, and S-year beesbeven inflation rates ane at 2.52%.

It i dilficult 1o anoid the conclusion that the Fed's aggressive rate hikes will cause
least serme pain to the economy, Histoncally, we have never seen a signilicant decling
in job vacancy rabes withou? an increase in unemployrnent, and the impact on intensst
rate-sensitive sectors like housing, where data has already started weakening, will be
important to watch, Against this backdrop, we rieed (o prepane for downward revi-
sons o earnengs estimates in the manths abead, even if mangins are being supported
in the near term by beweer rates of inflation in input costs (e.g,, commaodities) than in
DORSUTHIT prices,

Oclober 2082 UBS House View 5
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What does this mean for markets?

In ouir base case, we think that equilty markets ane likefy to remaln range-boamd and
volatile, Sentiment is alreacy weak and appears 1o be prcing & contraction al as much
a5 10% In covporate earnings. This suggests al least some cushion for stocks if the oor-
porate profil oullock weakens, Conversely, measures of the alirectiveness of stocks rel-
alive to bonds are not ai levels that swgpgest a substantial rally in stocks,

The equity sk peermium (ERP) i the excess return Investions can expect from investing in
stocks companed with “risk-free” imvestments ke Treasury bonds, The global ERF,
based on earnings yield, stands at 300 basks points, which we estimate to be consistent
wilh a 12=monih forward price=to-earnings ratio of 14=15x in ine wih the current
level of 14.6x for the B2 All Country Warld Index. Similarly, the giobal cost of
equity—the rate of retem an investor requires for an equity investment to be consid-
ered worth the risk—is curmenily 8.7%, & kevel that aince 2001 has been assoclated wilh
equities underperforming bends.

The American Association of individual investors' sentimant survey shows a ratio of
bulls b bears that i more than 2 andard deviations bebow the long-tenm awerage.
Since 1951, whenever negative sentiment has been this extreme in magnitude, i§ has
been a contrarian ndicatos and has been lollesed by sverage podilie meturns aof 9%
ower the following six manths.

Forward eamings are closely correlated with equity performance (see chai). Global
equilics may already boe discounting as mauch &% a 10% contraction i 12-month for-
wiard earnings per share (EFS), and US equities a single-digil percemage contraction,
But leading indicators of eamings growith (inchuding the 158 index, the ratio of new
arders o inveniones, and Konean exports) cumreatly point to a kew-single-digit rate of
grosvih in 2023,

Earnings could fall by mose than 10/% in the event of a recession that drives

up unemploymeni—Iin previous ecestions, global 12-monih traling earmings have
contracied by 20-30% and LIS earnings by 15%. Cur downside scenarios, which ernvs-
age a mone dgnificant US econamic slowdewn, have an S&P 500 price target of 3,300,
consistent with an earnings contraction of 15%.

Figuaie |

Stocks are already discounting an earnings slowdown
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Our forecast for BMSCI ACWI EPS i for 2% growth in 2023, compared with a consensus
of 6%, Revisions 1o corsensus forwand earnings estimates, which have Started o
weaken, reach a trough before earnings themashes. We will be monitoring the three-
month change in 12-month foraaed earnings estimates for signs of exdended negatne
sentimend {a contraction of 5=10%1

Thiis backdrop does nod lend itsel! 1o sbrang directional positisning on overall equity
ndexes, Instead, we prefer & selective approadh ifed teward defensive, quality, and
waline slacks. We remain focused on those companies (hat sve think can do wel if earn-
ngs estimates s1ar 1o (sl —because they either are in defensive seclors, such as health-
care and consumer staples. or aleady trade on rmoee reasonable valuations than still
highily valued growith stacks,

For bond markcats, we think the 10-year US Treasury yield, at 3.53%, is likely already
close to Its highs for the cyde (our end-year forecast is 3.5%), ¥ inflation declines, this
will likely lead to kwes expectations for Fed poboy hikes, supporing bonds, while if
inflation and rate expectations remain high, this will likely increase the potential severily
of any future recession and raise the demand for hedging assets ke long-term bonds.
We keep a most preferred stance on high grade bonds and expect 10-year yields to fall
fo 3.25% by lune 2023, Our US lomecails sre contistent with a terminal fed funds rate
i1 the mid-4% bevel,

As fed the US dollar, i & exceplionally strong But likely to stay thal way while the Fed i
hiking rmaore aggressively than other major ceniral banks and while the US economy
rernaine melatiely resilient, We o the currency 1o most preferned this month and
arnly sxpect it to starl 1o weaken once the peak in LIS rates i more chearly in sght. As
noted aboe, the Fed will wanl bo see svdence of cooling in inflation and the labor
rarket before signaling a pivat, so we will be monitoring the month-over-month trend
in core PCE and the high-frequency unemployment data (nitlal and ongaing claims),
The dollar will akse likely strengthen i geopolitical tensions worsen, and we are tracking
the Biden adminisiration's approach ioward China as well as the ongoing war in
Ukraine,

Europe

After & period in which vesion began 1o kose foous on the war in Ukraine as a key
rmiarkel deiver, two developments have brought it back top=ol-mind. First, Russia has
halted all remaining hows of gas throwgh Mord Stream 1, saying thal supplies would
not resumi a5 bong as sanclions were in place that prevenied pipeline equiprment from
being repaired and mamtained, Second, Ukraine's military success in regaining tefritory
is prompting Russian escalation. Russia has announced the mobilization of a further
300,000 troops, and referendums will be held in Aussasn-controlled areas of Ukraine on
becoming pan of Hussla from 23-27 September.

Wie believe the wae n Ukraine is likely to continue without a cease-fire in sight a1 least
untl winter. Offical siatements from both ades cusrently fugoedt fo ream lof regotia-
fiars, Ukraine has been ermbaldened by s recent battlefield success, and officials aro
underlining the objective of liberating all of Ukraine—including Crirmea and the Donbas
region, Aussia, meanwhile, confinues to vow it will gain contrel of the Donbas com-
pletely, and vobtes ate growing among pro-Russian miltany commentalons o inchese
the wear efiort. President Wadimir Putin this month scknowledged Chinese “conderns”
about the war in Ukraine, but there is o irdscation that this suggestion of diflerenoes
between Beijing and Mosoow over the conflict iz ikely to hasten & cease-fire,

Outober 2032 UES House Yiew 7
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This means that ongoing disruptions of Russian gas supply 1o major Eurepean couniries,
including Germany, are our base case; And alihough the European Union has been fill-
ing up its gas siorage more quickly than expected—storage levels are already above

B0 %—it will be insulficient te meet expected winter demand. The prospect of rationing
boses,

If Russian gas supplies to Evrope remain cut off {and for a lengthy penad), companies
arg Bczly 1o be Tarced o curb gas-intensive activitees, and supply chairs would lkely
corme under pressure, leading 1o a deeper Eurorone-wide recession in late 2022 1o early
2023, Rsing sooa decontent cannol be excluded & a secondary risk factor armid the
cngoing cost-of-lwing orisis, The Ewropean Comemission, havaes, has announced 3
package of proposed emergency measures, including & windfall profit lewy on energy
fiarres, bouidity support for power companies, and fiscal measures fo fry and soften ihe
blow lor consumers in many oountnes,

Foguiw I

Eurcpe 5 much mare exposed to natural gas shortages than the US
Europe {Duich) v US natural gas preoes, peroeiasges appneosrion
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What does this mean for markets?

First, we think irvestors should prepare for higher enengy prices—and nolb just for gas,
Ol prices have dedined in recent weeks due 1o lower dernand expectations, bad sup-
plies remain tight, and, contrary to intentions, the proposed price cap on Russian o
rmaght well lead to kower Aussian supply, Officials in the Krernlin, including deputy prime
rrenister Alexander Novak, have pointed cut that Russia would not sefl of Lo countries
adhering 10 a price cap, We sae this a5 a credible threat, and i Russia were to withhokd
basrels frorm the market, we think ol prces could move above USE 1 50v%kbl {or an'
extended perod. Ouwr base case is for oil prices to rally to USD 110bbl by the end of the
year and 16 USD 135/ by March.

Second, Furcpoan assels afe likeby 1o remaln volatile and urder pressure wntil we see
either cease-fire talks or signs that Europs has secunsd sufficent alternative energy sup-
plies to prevent rationing., Germany has recently announced plans for a fidih Floating
Regasifecatsan Lnit, allowing it 1o irmpart moee liguefied natural gas from around the
woirkd. However, The Lag before new capacity it available mears i will not prevent neas-
EFm eCofarmic pressue, We expect the ewns to weaken relative 1o the U5 dollar and
hodd a least preferred slance on the British pound,
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China

in China, COWiD-related resiricticnd intendilied in late Sugust, with dties induding
Chengdu and Guivang, and parts of Shenzhen, coming under Eernporary lockdawn,
These lockdowrr have since been lifled, Natiohwdde, travel condithons have tightened
rrarginally since Augusl Visitors to cities like Beijfing face several rounds of PCR tosts
and a wailing paricd before they can join public gatherings, We anticipate tighler con-
ditions will persist inte the 2™ National Congress in Colober,

baguar 4
C hinese consumer confidence has fallen to a low amid concerns
about the economic recovery
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haearwhile, the latest high-frequency data for the property market is still showang a
I0-40% year-over-year decline in sales, drdlar to the rates of dedine in Jully and
Augusl. More policy support from local governments has been announced, thaugh this
largely locuses an mesuming the corstruction of suspended projects and ensuring the
delivery of pre-bought housing wnits, rather than driving fresh sales. Mest developers
have mdicated a low appelite lor new nvestreent for the coming moniths, supgesting
that futune construction activity & likely 1o remain weak,

I our base case, we do not expect the Mational Congress 1o herald any major change
b the zeno=-C0VID policy, even il on-the-grourd implementation may become less blunt
oner Time. Meither do we expect any large-scale property or liscal stimalus 16 be
announced, as the government does ned aim 1o bail out developers, in our base case,
we capect property sales to remaln subdwed in the fourth guarter, though with narrow-
ing rates of year-ower-year decline relative to the firsd throe quarters. That said, greater
inwestment in inlrastructure and in sirategically important sectors is lkely 1o be urveiled
in the coming months, and ths should help offsel some ol the macraeconomic diadg
fram property markel weakness,

Oiober 2022 UBS House View &
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A polential wildcard that could put further downward pressure on the Chinese economy
and Chinese assel prices is the possibility of more trade and investment restrictions
between the US and China, on national security grounds. Over the pasl month, the US
has already imposed restrictions on the export of some artificial intelligence chips by
Nvidia and AMD, and limited exports of some semiconductor manufacturing equipment.
President Joe Biden has also signed an executive order blocking certain investments by
China inte technelogy in the US. Further measures in this direction could have an addi-
tional negative effect on US-China trade, capital flows, and geopolitical relations.

What does this mean for markets?

Many companies have highlighted that the macro environment represents their biggest
challenge, and market expectations of economic recovery in China have repeatedly
been postpaned. Investors are therefore likely to stay nervous about the potential for a
sustainable economic recovery in China until we see some combination of larger fiscal
measures to sugport the economy, greater certainty about potential US national security
measures, and changes to property and COVID-12 policias that could alleviate some of
the key risks,

Revisions to (orward earnings estimates in China have now been negative for around a
year. This trend will tikely need to turn positive to instill rarket confidence in China’s
medium- Lo long-term earnings growth prospects.

We believe investors should align their portfolio with China's already announced priorities
of supply chain security and decarbonization, as well as in sectors that support Beijing's
industrial upgrade ambitions and dual circulation strategy. That said, we acknowledge the
risk that the US rnay look to curb some of these ambitions with restrictions in critical sec-
lors like semkcanductors, particulatly as the midterm elections near in November.



US dollar: Further near-term strength likely

One of the most significant market trends over the past month
has been the strength in the LS delsr which has reached malti-
decade highs against the British poimd, e, and lapaness yen,
as well 55 a nurrber of emerging markel curmencies, induding
the Korean weon, sparking chsoussions aboul infersention,

The dollar is now highly valued. Real effective exchange rates
are chate 1o their highs from the year 2000, and the curmency i
“eppensive” in purchasing power parity terms, in pasticular rel-
athve 1o the euro, pound, and Swedish krona,

Yet wo think the dollar bull market & nol ower yel. The LIS i in
thie singular position of having both high inflatlon and mans
residfien] economic gronwih than some of ils peers, moaning the
Fed has both the cause and the Boense to increase interest rates
further and Tastes than other majer central banks, axpanding
the LIS dollar's interest rate advaniage. The dollar s sko a mla-
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tive “sale haven,” particulary in a world ino which energy secu-
rity & & key contderation, Aka, given that the Biden sdrnisira-
fion & tightensng restrictions on frade with China, we note that,
histadically, the dellar has tended 10 Arengiben whien geopalit-
cal tensions between the LS and China flare,

What should investars da?

We have maved the USD te most preferred this manth, We
think that invesiors should tilt cash and bond allocations
boreeard US dollars, We believe this will provide outperfor
mance, portfolio dyversication, and decent income over the
corming monibs, The Swiss franc offers an allernaire, if lower-
yialding, sale haven

Lenger termn, given that we beleve the Fed will be successhul
in cooling inflation, we expect the USDH to start 1o weaken in
2023 once the peak n US rabes is rmone clearly I sight

USD 15 “expensive” in terms of purchasing power parity
FLIRLISD g GRFLUSD v FRP
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Key scenarios and asset class impact

Cuirrenil Chowd thes ] mceith, markets moved closes b D000 bads case ey, Ay Tinee] incoms iresiors canliusd 1o prcs i more feni-oaded

ensronman tghiimreng by the Fed, equity maroets weess increasingly coming to fms with the procpedct of further sarmings downgrades o th bad of
tighvter Tinancial conditions, A 3 e, equities gave back zome of ther gaing from the July selief eafly, Bited on market level at the tire
o iy, vew @epart global stocks 10 el wound 19 by ke 2007 inouf Bk cise, beoacly in B vwith BSng-run Feloncal i
Economic deth in (Fe U5, partiodarly the laber murkel, his beer stong, vt soome activily indhcitions sifpeiing poditively, A foilable
ecepition was cone CF) indlation, which carme in highar than expacied, Hovwmr, the Fed®s hasskish fone has belpsd eduoe inflation mepec-
tations. n Europe, gas stomage leveh inovased ahwad of scheduls, initally relieving concems. about a deeper energy-induced recession; ban
tree castionk: senired again i Fuisla asecunced pland dor pansal militery mobBization and memberikip releendums (o wome of il eeoy-
pied ferriones in Uieaine.

Oy Bualance, wer Dol that The cireslonments over tha past month poind 1o mon Teslent scenomic Tty in the near wem, bul ako
sironger upshie raks 1o inflation info 7073 Accordingly, we increase the probability of the “head fake™ oulcome within our dowenside soe-
naia, whils proportionately reducng e probability of the "sump” path.

Scenarios Lipricle Dase rane Diceyrsice

(hune "23)

Frobability 0% 0% 10% [“shemp” path, 20% (“head fake™ path,

prvieasly: P0%) peeviously: 10%])

Market path Frguiity erarkols could rally past  Inoour bake oo, ety marckets oty rorkels may be pushed Rk sdsets could inntially sally
prior highs by lune @ inflation  are blely 1o rack June 2003 bk into bear temitoey i Ioward end-2022 o beties:
resamed eading ahesd of ahighily higher hom curent ey growih especiations delerio- Ihar-ledred sconomic indicaton
Spactations, educing ol &k il much Turthes Tegen Faie, e et of ivilaton
a Fedvinduced reopsion. Markels are pricing in nes-lenm B inflation remained bigh fee  beComIng contained.

Sofuy inflation could allow e aconome veealoness Tollowed  onger despit o weakening e, ioontemi; strength
fed topase o a lowerpolicy by an easng of francial condi-  economy, the Fed cowld b com-  may eventually bum into a nega-
tate, Tusther Blting pepectationd  tans [rom J023, broadly inlise pellad 1o ks The poficy rate the, waith Thie Feed opting 1o take
for poonomic growih and cor with o wiw rrecichh (highar thae it criginally the policy abe much higher than
porale eamings Wl B Erveesioes jeeed 4 sl o, pulling more presine arignally eapecied a5 nllaton
Mﬂ*h“ﬁ?ﬂ o The ooy inda J0X3 s, A ceapsr L eCeskan

of central banks 1o ighten pob-  Equity markets would Blely bry bt 2023 would eventuatly

icy by the Lace of high inflation,  trend Rvwer thrcugheont the nesy  Decome the mirket’s base cise

which: ks Wiedy 5o leard fo ele- =12 monthe. Sate-haven ", [pushing Stocks back intg
vated vokatiity and further vabs-  imvestments could semain under  Ear market tervilory by the mid-

atior presare in the near em,  pressm in the near hem as ol o el pear,

infation wtays elevated but The path of LS Tresmury markets

el [ikely T to rally onde wiiled i o6 R SUCORRE-

markets becama confiderd that  #ul the Fed & percehad fo be af

inflation wirs coming under con-  controling inflation, Tresury

teoil yolds gould take longer than

Jure 2023 o fall 8o our down-

sicke soenanic Largets if inflatien

starts 8o b porceked 35 & lon-

el e,

Furdamaental That eoonomic deag from gas Tha Eurcrons ard the LIK are High eneagy prices could keep After a few moniths of beties

developments  shorlages in the Ewsoone may  Beely 1o experierce recenions. headline inllation nmbers. than-axpeched eooram dals, 4
e by signidicand than pred- on @ sk o1 2-month bovipen,  slated longer than eperied.  slowedawn in LIS soohomic aclv-
ously mipoctid 28 QI rAONING i, the US, GOP growth s Boely LIS comumption coukd contract 1Y would ventually lead to fall.
proves Sty effective, gas 10 tow Bselow trend and possi-  strongly In the coming moedhy 9 Corporale sarrings, rising
imports from the US and WO iy gheg tun negative inthe 4 inflation outpaces wage delult rades, and [nling corme
WY MmN SITONg, OF 80 ANBE:  coring quanters. growih and consumer savings Oy prices
Focal and monetary eming I guyoped markets s el to  Slowing intermational trade may  the economy should evenitually
Ching eriy pross fhesnger than ke countirbalanced In part by a mwrwmtm Brir dbenamy iAo, Hicwines,
sxpected o mons effecive ai maderate re soceieralion al growih, i v vt sosnanc, The
lifting woonamic growih. activity i China Fussla might out Eurcps off Mdh:mm
‘age groewth in tha LIS may from g supply entirely and ’_“'u."ﬂm lareg-tarm

; inflation sxpectations started 1o
starl bo cormistently outpace permanenily. leading io a . i
ton mﬁlpm':;mmﬂ"m'amj 5 anmmxuma
multidecade probdem.

Source: UBS, ay of September 2007
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FEATURE

Investrnent ideas

The refative strength in the US economy both reduces the risk of recession in the near
term and increases the chance that the Fed lifts interest rates further and faster, raising
the risk of recession later. With this in mind, we have reduced the probability of our
“slump™ scenario and have increased the probability of our “head fake” scenario fram
10% to 20%.

A sustained raily in risk assets is likely to require clear evidence that inflation is an

a downward trend and that economic growth risks are well understood. Until there

is greater certainty, we expect more volatility. In this environment, we recommend that
investors stay invested but also selective, and build a portfolio that can prepare for

a variety of eventualities, focused on the themes of defensives, income, value, diversifi-
cation, and security.

Investment idea

Add defensive
exposure

Central bank tightening, the threat of energy shortages in Europe, and COVID-related mability restrictions in China all prasent
headwinds to global growth. As a result, we faver tilting allocations toward parts of the market that should prove more resiliant
in the event of slowing economic activity. Within equities, this includes healthcare and consumer staples. The global healthcare
and consumer staples sectors have outperformed the MSCI ACW by 6 and 9 percentage points, respectively, this year. In fixed
income, we faver high-quality bends and resilient credits. Within currendies, we like the Swiss franc and the US dollar. Capital
pratection strategies can also help make overall portfolios more defensive.

seek income
opportunities

At a time of heightened market volatility, the potential 1 earn mare predictable returns is more highly valued. We see opportu-
nities for investors to add income to their portfolins across stocks {e.g., quatity income—high dividend stocks with sofid funda-
meritals), fixed income, velatility-selling strategies in currencies and commodities, and real eslate.

invest in value

Periods of efevated inflation have histonically been associated with outperformance by value stocks relative to growth stocks,
This year the FSCI AC World value index has outperformed the comparable growth index by 13 percentage points. We favor
global value and the UK equity market, which has a high expasure Lo value sectors. In addition, we expect energy stocks—a
value sector with altractive cash returns—1o benefit from higher oil prices in the months ahead.

Seek uncorrefated
hedge fund strategies

It has been difficult for investors to earn positive returns in 2022, But ane bright spot has been hedge funds, with some strate-
gies, like discretionary macro, perfarming particularly well. With inflation and central bank policy continuing to drive both equi-
ties and bonds, we recommend iavestors diversify into hedge funds to navigate market uncertainty.

Find value in
private markets

Sofme private market funds are likely 1o revise down net asset value estimates, as a resull of the decline in growth equity valua-
tions this year. But putting fresh capital 7o work in private markets following declines in public market valuations has historically
been a rewarding strategy. In the current enviranment, we favor value-oriented strategies 10 build up private market exposure.

Pasition for the era
of security

While we retain a least preferred stance on growth stocks, we expect the era of security and the global transition toward stabil-
ity and sustainability to continue to generate attractive long-term apportunities. Plans to improve energy security, envircnmental
security, food seeurity, and technalogical security are fikely 1o be armang the key long-term growth drivers in the years to come,

supporting investinents in areas ranging from greentech to agricultural yield solutions,

Mark Haefele
Chief Investment Officer
Global Wealth Management
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ASSET ALLOCATION IMPLEMENTATION

Asset allocation implementation

The LBS House View is our current assessment of the global economy and financial markets,
with corresponding investment recommendations, The asset allocation implementation of this
view can vary based on the portfolio types and objectives.

Our tactical asset class preferences

€ Most preferred © Least preferred
o LIS Lange-cap value v Gold
* LK equities * U5 large-cap growth
o Australia eguities eguities
* LIS apency MBS * LS government
o Cowmrradities ntermadiate bonds
+ il

Implementation guidance

Civer the past manth, Awgust core CPI inflaticn increased mone
than expecied and major central banks appear 1o have adopled
a mingset of bringing down inflation almeost irmespective of the
cest, The implication is that the outlook for the economic and
rrarkel oycle has shifted, with a greater probability of a deeper
recession in 2023, However, the LIS economy conlinues (o thow
resiliency, especially the lamer market that has softened only
rmarginally. Taken tegethar, our base case continwes to be that
LS greseth sall e bedows beaug-terrn trend for the nest yeas, and
possibly even negative, bul a recession with a large increass in
unemployrnent only ocowrs oo downshde scenasos. Market
pricing for the peak federal funds rate has gone up almaost
A0bps in the past manth, bul we think inflation could moderate
encagh by year-end fo allow the Fed to hike rates less than cur-
renily expected.

We papect risk assels to conlinue to trade in their ranges for the
past five months, and sy volatile as the market adjusts expecta-
tions based on incoming data. The story for mankets has nol
changed, with a tight labor market and high inflation pressuring
the Fed to proceed in tighiening financial conditions in its batile
to sow growith and coal the ecomamy, This wall not ehange until
iniflaticn & cearly dedining in a suslainable way bo an acceplable
lovel. Very factical imvesior sentiment has become pessimistic
agan, and positioning has lightered up. Thas, any gocd news
coubd cause a bigger rally 1han bad s cousd cause declines,

W kept our magor asset class prefenences the sama this monith,
and conlinue o advise against any bég marked calls In one direc-
tion. Instead, we recommend irvestons keep their assed alloca-
tions closer 1o long-term strategic benchmarks, We advise tilts 1o
hégher guality and more defensive asseds, whidh have the ability
to hold up beller across a range of oulcomes, The possibility of o
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salt landing with mflation staying higher than the previous cycle
favors allocations 1o commedites and value stocks, which we
express theough geographical and sector calls.

Equities

In our intra-L5 equity preferences, we maintain our value prefer
once and keeg large-cap growth sfocks as least preferred. Valus
stoscles. tend to outperdonm in periods of above-awerage indlation,
which has pol shown signs of downg yet. Gerewth stocks' aut-
performance over the summer manths has extended their lofty
valuation promiurm versus value focks, whach trade at o large
discaunt relative to growth. Growih stocks have undeperformed
walhue this year whan broad equities have fallen an fears arcund
higher Interest rates, growdh conoerns, and recession woies,
Grawth slock valsations also still look elevated relative to real
interest rates and from a histoncall perspective.

Wi made ne changed bo tuf US eguity sector preferences, main-
taining a defensive positioning, The maost prefermed sectors ar:
cormumer staphes (earnings growth lor the sector should be mone
reslien refative to the market, and relative valuations are mason-
able gven the weclor's delensiveness), energy (atiractive free cash
flerw yield and stands 1o benedit from persistent under-invesiment
in enesgy exploration production), and healthcane (drug pricing
redomm lifts a long-standing cverhang, providing earnings danityl
Cur least preferred seciors ane materials Gt tends to underperformn
wibsen the USD is rising and ghobal economic growdh is slowing)
and corsumer discretionasy thigher morigage rates and elevated
inllation ane impacting discreticnary spending).

Within international eguities, UK and Austraks fermain most pre
farred. The téwa countries hawe the highest earmings momenium
armong developed markets, the haghest 2022 earnings growih,
and he highest dividiend yield {above 4%). We believe the LIK
and Australia are also attractively valued, Within emerging mar-
kets, we like Brazillan equities, which are relatively cheap and
slamd bt benefit from higher commedity prces, The couniry alo
hias bow vulnerability 1o external funding and a superior dividend
yield compared 1o most peers,

Fied income

Treasury yields have hit decade highs a8 the market has priced in
a higher peak in the fed funds rate, which i now about 4.6%
reached in May 2023, We expect the 10-vear yield 1o trade
between abaut 2.8% and 3.6%, and near the high end of the



range in a soft landing, ondy gradually declining once inflation
has dearly moderated, The yield may cccaslanally move above
3.6%, driven by hawkish headlines oo heavy supplhye The
Zoyear!10wyear yield curve has inveried dose 1o s intra-year low
of —5Bbgs, and we expect this to go lower as the Fed continues
to reiterate its goal of price stability, We maintain & neutral view
an S government bonds and would fund tactcal positions in
risk assots with mermediate=duration bonds Lo stay roughly in
Tinaz wwiith owerall market dwration.

Wi maaniain an " up in guality® aBocation in fixed incoma while
the Fed slays on a hawkish path, U5 agency MBS stays mest pre-
{emed, having golten support frem Chair Jerome Powell who
sald that MBS sales by the Fed are nat in sight for the near Tedm,
With curfent coupan spresd to Treasury vields above average
and the potential MBS sabe from the Fed already priced in, MBS
still fooks cheap, Velatdity i a rsk factor, but as the economy
skows, the up-in-quality allocation will benefit from both spread
and duration. YWhile we advise aganst adding credit risk, we see
opporiundty in high yield bonds relalive to ~dowm in quality”
ansel charses. such 2% seniof loans. Loars have outperformed this
yizar and fund flows may dissipate, while high yield offers an
attractive yield with the highesl cushion 10 dsng inledest rales in
five years. With the 10-vear yield above 3.5%, we think it is time
io shift irom floating rabe 1o fiaed rate,

Raal assets

Ghabal iecessan sk 8 3 headwand for cordnodity prices, but
wie keep commodities and oil as most preferred because we
eapec] global demand 1o eold wp in our base case, while sup-
plies are constrained by very limited spare Gapacity and sheinking
imventodies, We see the recovery In commadity prices being
broad-based aoross energy, industrial metals, and agricufture. In
addition, commodities are 4l a geopalitical hedge against fur-
ther ail supply disruptions, and as a hedpe against our “hoad
fake™ bear case soenario materializing, We did reduce our year-
end price target for Brent ol from USD 125 1o USD 110 per bar-
rel, as lodkdowns in China and elevated oil exports from Russa
may ease market tighiness in the near term. But even a small
supply disruption could result in prices reaching or supassing
LD 150 per barred,

W rermiain loast prelerned on gold, Geld has histoncally strug-
ghed im ervinenments inwhich central banks are tightening policy
bo slow the economy, which remains the case across the devel-
oped world, We expect gold 1o fall to USD 1,600 per curce in
the second half of 2022, rising only 10 USD 1,650 in TH23,

ASSET ALLOCATION IMPLEMENTATION

Qur preferences
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BUALL MAREET MONITOR

Bull Market Monitor

Equity markets have fallen as the Fed takes more aggressive action

9

e

&

Current status

‘We judge that the econceny 5 0 late-cycle, with growth showing
ardd the Fed hiking rates 1o curtail inflation, Wealso judge that it is
nat in recession despite negative GOF growth in TH22. Downside
risks are high,

What's new?

COAVID-19 case counts, hospitalizations, and deaths have been
gradually tremding lewees, With lew povernrmenl restrictions in place
and many people returning to mone normal festyles, the economic
impact has been hmited, Eoonamic dala far August was mixed, The
84 Manufacturing Pl was unchanged at 52.8, while the Ser-
vices PMI edged up 1o 56,9, up from 56,7 in July, Monfarm paalls
increased by 315,000, but the uremployment rate rose 10 3.7% a5
more people returned to the labor marke!, Industrial praduction (el
0.2% monith-over-monih, CP showed 1o 8.3 % year-over-year from
B.5% in Iy a5 gasoline prices foll, but core inflation was stronger
than expected,

The Fed rateed rates by 75 basis poinls on 21 Seplember, setting the
fed funds target range at 3-3.25%. |t also signaled at least ancther
100bps of hikes by year-end, This has caused linancial conditions fo
tighten further,

Thee yiedd curve is inverted, with the 2-year Treasury yield arcumd
40bips highor than the 10<ear, Spreads on cofparate bondd wid-
ened over he past month, Mobility indicatlors sugpest there is Btile
residual impact from the pandemic,

What are we watching?

We are lpoking al a wide range of indicators 1o gauge the strength
of consumes demand, inflation, and labor makel conditaend. We
are watching developrents in Lkraine and the mplications for
financial markets. Wi continue to monitar the pandemic in China
and activity levels at its factories and ports.

What are the investment implications?

This backdiop does not lend iself to strong directional positoning
on overall egquity indexes. Instead, we prefer a selective approach
tilbed toward delensive, quality, and value stecks,
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Koy opcle Indicators

The cyde indcators gauge whether the eoon-
oy 15 verheating and o firancal condithons
ane restricking geoveth. These desermine g
mssesement of whens we e in e cpdke
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TOP THEMLES

The space economy: From
moonshots to mission critical

Each year, our annual Thematic Guide publication offers inves-
tors an opportunity to look past the day-to-day stresses of the
market and focus on secular trends that are likely to shape the
invesiment landscape over the next 10 years and beyond. Our
thematic framewark assesses broad, macroeconomic drivers that
will influence supply and demand for a number of industries go-
ing forward, and then uses these megatrends to identify pockets
of opportunity. This year, our recently published guide notes how
the unfortunate geopolitical crisis sternming from Russia’s war

in Ukraine has shed new light on several longer-term investment
{LTI) themes focused on faod security, cybersecurily, and energy
security. These topics form the basis of what we are caliing an
“era of security.” But when we think even further out into the
future, one additional theme is likely 1o become increasingly rele-
vant when it comes to international security: the space economy.

It's been aver 80 years since the launch of Sputnik 1 kicked off
a heated "space race” between two world powers, but the
competitive spirit between nations has persisted, and the role
of space infrastructure has become even more pronounced in
maodern warfare. For an example, lock no further than Ukraine's
reliance on Starlink to replace failed terrestrial communication
systerns. Military operaticns have long relied on space technolo-
gies for communtcation, navigation, and general surveillance
capabilities, but in recent years the focus has increasingly turned
to mare advanced uses such as missile detection and anti-satel-
lite systems,

The importance of critical space infrastructure has spurred ample
government funding for the defense industry, including USD
24.5bn in Space Force funding in the FY2023 defense budget
requesl. This would mark a 40% increase year-over-year, if ap-
proved. We expecl space-based syslems to be among the fast-
est-growing components of the Department of Defense’s mod-
ernization budget, compounding at a double-digit rate through
the end of the decade. The US is not alone in recognizing the
importance of space. NATO has declared space a domain of op-
erations, and france has established a space command within its
air foice. We see missile detection and tracking and satellite de-

Authors

Michelle Laliberte, CFA

Thematic investment Strateqist

Nadia Lovell
Senior US Equity Strategist

Nathaniel Gabriel

Equity Sector Stralegist Americas

fense as two strategic priorities, and the US is currently progress-
ing on the next-generation Overhead Persistent infrared System
tor early missile warnings. US companies are also working on
ways to protect and encrypt communications in order to shore
up protection against the threat of cyberattacks.

Unsurprisingly, military operations are not the only competitive
aspect of space. Nations are rushing to explore the potential for
space-based solar power, and billionaire entrepreneurs are facing
off with one another in the race to commercialize space tourism.
These moonshot ideas once seen as science fiction have becoime
rmore realistic on the back of technological advancement, signifi-
cantly lower launch costs, and robust private spending. While
uncertainty is high and failure risks run large, these develop-
ments suppaort our view that the broader space econormy is at an
inflection point and looks poised for further growth in the years
ahead, albeit with delays expected in the interim.

For tactical investors, we believe the era of security offers sev-
eral opportunities, outlined in our report " Security takes cen-
ter stage . For thase with a longer time horizon, see the ull
"Space econcmy” report for more information, as well as our
recently published Thematic Guide for the full suite of C10's
longer-term investment.

Uclober 2022 UBS House View 17



TOP THEMES

Tactical themes

Taclical equity theimes capture appodtunities that cannol be expressed
through sipe, secton, and siyle aliocaboe. Instead, our thematic fists
rellect groupings of seowrilies thal we view 25 well positioned 1o bene:
fit froem 3 commen sef of drvers. Diivers for tactical themes include
macroeconom farces, policy changes, geopolitical evenls, termnporary
mispeicireg of apperiuniibes (valuations), of limely Taciamn. Cur Lactics
themes ypan aoioss assel classes, including eoquty, fined income, and
f= i

LI5S equity
Resllbent spanding: We've put tagether a kst of compandies we expsscl
o benefit from an increase in Spending.

Pricing peower standouwts: Companies with pricing powesr shaould b
beiter able bo offsel sy poleniil mcrease in inpul proes.

Reopening America: W identily companies well positioned for the
RECHMITIA IRCHRRHY

T for quality: With uncertaingy cver the oullook For economic
growth kely 1o persist, in conjunction with a flat yield curee, we beliese
higgh-caality stocks. are particulaily well positiored

Holo: Fer edchi US ety themne, @ viock Bl s available s ipelaled
raitFaly oo pepor! " lastioal LS Eopanty Themes”

International equity
E5G matiers in emenging markots: Incorporating EYG considerations
i EM equity rmestiment detisions may provide & compelitve edge.

EM intermel and e-commaerce: We s an apponunily rlh-l;h-tl.uh,'.ll-nd
st hurally attractive ereging makel mnet and s-<ommerce siocks

Fixed income

Yield opportunities in Latin Americac This thems s constnucted
aroune a baskel of Latin American bonds that have the polentisl 1o oul-
perform the KOE Bold Conporate BG ndex.

Taxable munis: Taaable munis can be atiracine 16 lasable feed incame
biryers for three principal reasons,

Enhancing Bauidity sirategy return potendial with MLCDs: Markel-
brked ceitiicales of depet can odler some Binited upshte exposuse o
stocks while prosacling & “Tloor™ b poewend capital Iosses i 1hey am beld
b matuity:

Shoat-duration Pan-fmencan bonds: Tre Theme povsdes 5 = of
s dormiciled i thie LIS and Latin Armerica wilb reladbadky shon matin-
Bl i e coiporate Bond makel

Alternatives
Event-clriven strategies: Everi-dinen straleged can repretent allrac-
e ways to capitalize on conporate actions

Opportunitios in dishocated credit markets: Steess in Be oedil mae-
ket hat enpanded 1he opporunity for hedge fund and prfvate managers
S0 cheploy capital boweaed diskocabioes

Highlighted global themes
Greentech goos global: 'We bring fogether ow best imestment ideas
Bicrn st al T 10 wepeonal cpeenlech (Bemes,

2F Tor "ER: |dentifying the “resw notmal™ in 2022 should being midtiple
CEPR LS B0 inwesaons, includeng recgening, nesiocking, and a efum
I e peariskon.

30 for 30: This siock |k seeks exposisn 1o secular growth compantes in
e epeenlech, S50+, linleck, and healihtech spaces

ABCs of technology: We beleve 1heee major foundalional lechincdo-
gies—ariitical intellgence, g data, and cybedsecuny—a e 3t nlls-
lican poinis.

Seourity takes cember stage; The Ruislan invasion of Ulaane sl By
e & meaninghul and fong-tesm impact on securily cormiderations that
wall atfect corveniional deters sperdling, cybsrspace, o well o eneigy,
oo, and semicondu lor supplies. The, theme identifies comparies Ehal
ane hveraged 1o thiss ends.

Long-term themes

Longer-term themes ane sspecied 1o urdold over a longer Bme hoiaon,
pesifeaps O Hmﬁﬂm#mmm&bﬂﬂm
spoular trereds 1hat, CIO anticipaies, will endure cver mailliple bursress
cyches. Longer-derm themes exiend beyond the bme frame of our siralegic
anset allodation. CIO developsd a thematic imesiment {ramescirk based
on teee megalrends:
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The glchal population ks expecied 1o reach almost 10 billen by 2050
ticem the curent 7.3 billion. The vast majorty of this population grawih
will oo in o and midde-drcoms courines

Thee number of peapte aged 60 and older wall seceed the rumbers of

those urdi 25 in deseloped coundries by 2030, Urban populations in
emerging economies ae forecast io cimb by 78% in the years to 2050,

Riad meore in oo Thematic guide.



Global economic outlook

ECOROMIC GUTLDOK SUMMAEY

Global growth is slowing as central bank tightening gains traction, making it easier for the supply
side to catch up with demand. This should allow inflation to slow sharply in 2023, but growth is
ltkely to remain subdued. In the US, the Fed has raised rates by 300 basis points so far this year and
projects another 125bps by year-end, creating downside nisks for growth. Europe also faces nisks
due 1o soaring energy prices driven by a reduction in supplies from Russia

Economic outlook summary
Brian Hose, Phid
Sared Fooncemsh Somaicas

CI0 view

Probability: 50%*

Consumers use savings to smooth consumption

= Demand for durable goods continues Bo normaline, increasing
deinflation forces. Irmventory kevels increase significantly for
many products, suggesting thal producticn growth will slow
oner the corming months, Mercantile trade growdh also gows
as global demand shifis from gonds 1o services,

e Where dermand moderates, pace trends mave quickly inbo
disinflation as profil margins are pressured. These deindla-
tion foeces partly alfsel commodity peice-felated nflatien 1o
moderate headiine inflation rates. In many cases, consum-
oy spanding poweet will nod be as negative a3 the headline
inflation numbers supgest because of structual changes,
This sugpests a bias o positive revisicns bor oondamic dala,
Corsumers alio have different reactions to price increases
companed to histoncal norms, €.9., cutling fuel cormumplion
rriade aggressively, as flexible work allows increased sensitie-
iy, bt ignoeing higher prices for vacations, This complicates
econarmic analyss, which tends to rely on histoncal refatlon-
ships a5 a guide 1o the future.

* The dedine in demand for goods i1 nod enaugh to weaken
the dernand for labor, thowgh increasing Labor supply (as
corsumers iry to boost household incomes) may resull in
unerngksyrsent rising with a higher partsdpation rate. There
is some evidenos of individuals faking mone than one jab 1o
affeet negative real incemes,

A Positive scenano

Probahility: 20%*

More resilience from consumer demand

Consurner spending condinues o rse as higher-incoms house-
holds’ savings ane put to work and a more rapid recovery in

thi Labor market leads to a faster imgrovement in household
incomes—wilh signs of a rising labor share of GDF, Real incomes
siabilize quickly, and wnrecarded incomes frorm new foms of
emmiployrent create positive comsumption sunprises,

Glebal growth in 2022 expected 1o be 2,.9%

Real GOF growwth in % Inflation in %
2021 20EIF 2023F 2081 J0REF 2023F
1.3 5T 1.6 a7 4.7 1.9 32
Canady 4.6 3.0 1.0 a4 B4 23
Bral 4.6 2. 1.7 B3 .3 %
Jagian .y 1.% 1.6 ={1.2 2.2 1.5
Aurirsia 4.9 4.0 1.9 4.9 6.5 4.4
China B1 2.7 4.6 e 2.2 1.8
India BT 1.0 6.0 55 a7 50
Eurazome 53 2.9 0B 1.6 8.1 4.1
GRImaTy F 1.4 a3 1.2 8.6 4.6
Farce 6.8 .5 g .1 a8 Al
[ty E& i3 0.5 1.5 7.6 F
Spain 31 4.6 ik ERL 2B 4.1
LK 7.4 14 =4 2.6 8.8 AL
Seatzerland 4.7 24 06 o] 31 F4 |
Rugsia a7 —6.0 =30 Lo 13.7 4.0
Wiorkl 6.2 25 P 1% a1 A4

Souce Reuders Ecowin, INE, UBS, asof 22 Seplember 0G0 2

Hiote: in develisping The CI0 econimeg Meiedinits, T Goonharmins #Al i
collabiration wilh eConormils by L85 Irreestmen] Research. Forecasis
and esibmaries are currend only a2 of The date of the publicsfion and may change
withend] rolice,

Al MNegative scenario

Probahility: 30%*

Negative real wages drive negative eonsumption

Inflathzn is skewer to fall, leading to a peolonged penod of
negative real wages and lalling wage share of GDP. Fears over
fodr security Increase, leading 1o a desire 0 hold precautionary
savings. Consurmer spending starls 1o dedine n ine with real
weages. Poor-guality data or policy emor leads 1o a delayed cen-
tral bank response to weaker demand,

* Spengrss probabiies se baned on quaktative smaepsment,
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ASEET CLASSES OVERVIEW

Equities

Within global equities , we prefer the UK and Ausiralia to global stocks. Across sectors, we like
global energy and healthcare stocks. We are keeping industrials, consumer discretionary, and listed
real estate at least preferred. Across styles, we prefer value and guality income 1o growth. Despite
the recent sell-off, we see further valatility ahead. Even though valuations are more reasonable now,
there is scope for more valuation compression should inflation come in stronger than expecied or

growth disappaint

Eurozone

2 MNEUTRAI

We are newtral on Euroans equities in our global asset class uni-
varsa, Given the region's oyclicalily, precdrmily o the Russis-
Likraine war, and rellance on Russlan energy exporls, we e a
higher risk to Eurozone profits tham other developed marked
counires’, This has already been largely reflected in valuations,
which have also come under pressurg from a sharp increase in
governmient bond yielss and credit spreads. Current valuations
hoee, fair to s,

Emerging markets

S MEUTHAL

We are neutral on emenging market {EM) equities in owr global
assed allecation. Eb stodks face a challenging global Backdrop
armud moegshawkish-thar-expected global central banks, a
strengthening LIS dollar, weak growth in China, ard elevated
geopcitical uncertainty. In this emaanment, we see Turther
dorwnache nsks to earnings growih prospects. Hence, despile
exhibiting undemanding vahuations, emerging market stocks are
likedy 1o defiver modest mid-single-digit positive returms through
rrid-202 3 in our central scenario.

EURD STOXX 50 {index poands, currend: 3,452) June 2003 Lager  WISCHEM (index poinbs, curment: 932) e 2023 target
House view FI00 House view 1,100
A Prsitive scenark 4400 A Poaitive stenario 1180
W Negative somnslis 3,000 s Megabive scenaric 850
Japan UK

= NELTH.AL & MIOST PREFERRED

‘W are neutral on lapanese equities in our global assel class wné-
verse, an they conlinue to expenence valatility due 1o the wnoes-
tainly around the global macoo outlook (Le., a hawkish Federal
Reserve and higher inflation}. Howewer, lapanese conporate sanm:-
ings rernain relathely solid, supporied by a weaker yon and a
recovery in domestic consumplion, thanks 1o the reopening of
the econodry, We ralke aur ret profit growth forecastio B% for
Fr2022 and 3% for Fr20213 on the back of the weoaker yen.

LIK equitkes remain most preferred in our global equity peefer-
ences. The UK index continues 1o benefit from its high expo-
sufe bo bath commodity-related and defensive sectors. In light
of Hs atiractive valuation, we expect this trend to continue. We
recommend 4 booad-based expotiine to the LK equity market
as wi believe that sector keadership will be mose mixed n the
coming manths,

TOMK (indix paints, cuirent: 1,521 hune J073 targel  FTSE $04 (index points, current. 7,238} June 2023 Target
Hourse wiiw 2,000 House view 7,700
A Positive scenano LI00 A Fosithe sconaric 8100
4 Negalhe scenafio 1600 W Megilive s B.300

it UBS Howse Wiew October 3022
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US Equities

ASSET CLASSES OWERMIEW

US equities have come under renewed pressure driven by hawkish Fed rhetoric, higher interest rates,
downward earmings revisions, and broader-than-expected inflation pressures. In our view, the path
from here wall be largely driven by the Fed. The more the central bank increases interest rates, the
greater likelihood that economic growth slows and recession risks rise, A fed funds rate above 4%

increases downside risks for S&P 500 profit growth.

[l Eeleiwaaty. CFA Macka Lol Ml Toims

U5 equities overview

2 WELITHAL

In the niear edm, fdk-rewand appears samewhat balanced. Head-

ing into 30 earnings season, stocks ane near the low end of their
recenl range, luggesting cautious sentirrent ahead of reparting
season, and earnings results could still be somewhal resilient,
Howwewms, somie of the mast economically senailse cormpanies
have preannounced weakerthan-expected results—a sign that
eoomomic conditions may be soltening, Going fonward, the mast
irrgporiant diiver of equities will likely be inflatien trends, and we
expect markets to remain choppy and reliant on the outlook for
inflation and the Fed.

US equities - sectors

We maintain a defershwe bias within sectors, Consumer staples
earfingd shauld be mane redlient 8 macns headwinds persist,
Valuations are reasonable. Despite cutperfomming, the energy
secton has o very alfractive free cash llow vield and shoubd bere-
fit froem pessistent under-investrment in energy exploration and
production, Drug pricng reform rermoves an overhang on heshh-
care and prosides earnings darity, Consumer discretionary s at
risk From a slovwedowm in comumer spendng, cspecially a8 mon-
gage rates conlinue to rse. & strong U5 dollar typically weighs
on the perlormance of the materials seclor,

US equities — size

Wie remain benchmark-wedght acnass aze seqgments. Smaller size
segrments typically underperform late in the economic opcle,
which bost describes the current enwironment, Howeves, valua-
thons are rear the lowsest levels relative to large-caps in at least
40 yoars, mitigating relative downside risks, This alio suggests
that both srnall- and rad-caps will Boely produce better redurns
than large-caps over the next decade,

U5 equities — style

‘We maintain our preference for value aver growth, Hstorcally,
wabue sbocks oulperionn during periods. of higher-than-awerage
inflaticon. Althouwgh we beliove inflation has peaked, it is By 10
rermain higher than normal Additionally, eamings for value com-
panies tend to outpace growth comparnies when nominal GD#
twvhich includes inflation) growth is strong. Finally, relative bo inter
est rates, growth stock valuations appear lofty wersus value stocks.

SEP S00 (index points, current: 32,7900
House view

T Proifogg LCeiare

3 Negalie S00nanio

Mot AN cumem values 25 of 21 Septemiber 7027

fune 2023 largot
d, M0

3300

Tigasrss |

Maintain a defensive bias in our sector positioning

Neitral

-l H..I-l.
prefersed

US Equities
CommmuNcalion i =]
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Energy @
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ASEET CLASSES OVERVIEW

Bonds

Our central scenano assumes that the Fed will continue to hike rates at each of its remaining meetings
this year, that there will be same moderation in GDP growth, and that inflation, if it has not already
peaked, will peak over the coming months. But we expect inflation to stay well above the Fed's 2%
larget throughout the year. With global central banks tightering, yields may move slightly kigher in

the shart term, only to contract as restrictive Fed policy impacts economic conditions.

Fiepvsiire, [edhe Falopnda, Kalldeei MoNamaia, CFA CI§

Government bonds

& HELITRAL

The 10-year LIS Treasury yeedd reached 3.68%, & a rettricthe Fed
and an interyening Bank of lapan impadt the LIS mtes market,
Wiith the Fed™s terminal rate higher than our cabginal expectation,
yiekds are moving higher, We believe they will come down as the
ECONOMY Skows,

Eary Sde&lmlen, CRA

Frank Sileo {F&

L5 investment grade corporate bonds

& MELITHAL

Thee IG index yield touched & rew cpcle hilgh of 5.3% While the
higher yield level 5 appealing, our prefermed approach at this
junctune is to continue looking ot sehect opportunities in the
short end of the yield curve, which ane less sensitive to elevated
bond marked valatility, K bonds with one- to theeyaar maturi-
ties provide an average yeeld of 4.8%. On fundamentals, credil
metrics ang golid, but there are downside risks 1o eamings as
global growth shows.

U W-YEAR YIELD jcureent: 3.6%) June 2023 target WS 1G SPREAD jcurrent: 147hyps) Jurve 2023 Larget

House view 3.25% Houss view 175kps

A Positive scenanie 15% 7 Posutive scerario D0k

o Wegatie soenacio 35% W Negathe somnanio 225
Bercherart: KK Boll

Ermerging market bonds US high yield corporate bonds

© NEUTRAL © nEuTAL

We continue te recommend a stralegic allecation 1o emerging
rarked gebt and see neas-tenrm value on sellect short-duration
bonds, In ow base case, the LISD should begin 1o soften over the
nist six to 12 months, alowing Tor an efmerging markel coemss-
back, although inmstors need fo be mindiul that the range of
pessible outcames remalns large, The two key risks lof the awset
class are a3 faster-than-expected tightening of LS monetany policy

Wie have a noutral view on high yield a5 we anticipaie that ongo-
ing uncentamiy due 1o slowing economic growih, geopolitical
events, cost inflation, and the Fed's hiking cyche are Bkefy 1o re-
sull in wider spresds aver the next i monthe. We mamiain our
preference for up-in-guality allocations, However, on a relative
walue bags, we have a preference for high yiekd versus leveraged
loares, a5 we see mmore headwinds in the loan markel which has

and a sharper showdown in Chinese economic growth, mackiedly cutperformed HY yeardo=date,

ERVBIG D4V, ¢ CEMEB] DIV, SFREAD

urrent SOThps / 36060 June 2023 nargel WS HY SPREAD (currenl SB5%pal June 2023 target
Hausm view 450bps [ 350bps  House view E00bps
A Posilive soerilnia i F 280bps A Podiive senano I00bps
' Hegathe soenaria &00bns / 550bps W Meguine soerano Thobpa

Mode: Currerd varboss an ol 11 Septermbass 17037
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Municipal bonds

£ MEUTRAL

Chier the past mondh, mund yields moved highes, reflecting a
mone hawkish Fed. A1 the sarme time, net cash outflows from
muni mutual funds resumed and performance suffered, in the
fourth quarter, we epect ta-boss selling activity to increase
given the large negative total returns witnessed thus far in 2022,
W preder posithaning in high-guality smunl credits that can
exhibit resilience through @n economic downtum. Cument AAA
1(kyrar muni-lo-Treasury vield ratlo; 85% (last monih: B2 %),

ASSET CLASSES OVERVIEW

Mon-US developed fixed income

O HEUTRAL

Cheer the past manth, bond yields in ron-LU5s develeped madkets
mmced substantlally higher as central banks hiced rates 1o com-
bal inflation, On lofeign exchange markets, the dollar benefited
{rom aggressive Fed rhetoric, hurting bond prices in diollar terms.
These factors combined to produce negative returns Tor the asset
chass. With yiefds still mastly lower than In the US, non-US devel-
aped fiwed ncome remains wnaltractive, We do not recommend
a strategic assel alocation position on the asset class,

Additional US taxable fixed income (TFl) segments

Agency bonds

Highergrade spreads such as agency debt have rerained rela-
tiveby stable since tha greater-thareexpeciod CPImeport on 13
september, Wilh S-year spreads at a mere 10bps, we do not see
vadue within the sector except for the higher-guality rating. As
gronih Boely dows mio 2023, agency debl may wamant a moe
favorable cutlook; for now. however, we maintain a prefenenoe
for agency MBS versus agency bonds, Current spread is +10bps
fo the S-year (wersus +10bps last monih)

Mortgage-backed secunties (MBS)

& MOST PREFERRED

Valatility continues o be a hoadwind for agency MBS, but we
mantain ourl prefermed allocation 1o the sector with spreads 31
2070 wides (nat indluding March 20200, Allocating to higher
gquality remaing our cove theme, and the At nature of agency
W85, combined wilh wide spreads and increasing positiee con-
vexily, fits within cur objective, 'We do not belese the Fed will
sl MBS owl of s portficlio in 2022, howewer, recen] spread wid-
ening is compersating invesbors for the near-lesrm sk, W wail
for wolatility to subside into year-end and spreads o compress,
Current spread is +146bps to the S-yoar and 10-year Treadury
blend (versus +138bps last publication)

Preferred securities

& NELITRAL

Cawlion near-termy; opportunity long-termc We expect discounts
1 persist undil Treasury rates move meaninghully lower from
here, 2022 performance demonstrates that preferred inveslors
should use bath fived-rate and wasiable-rale prefermeds with lad-
dered call dates (favoring high resel spreads), given the bevel of
uncertainky in the economic backdrop, Cunenl valuation: peo-
vide a better entry poant for long-term investors with absolute
yiedds at the upper end of the historical range and relative yelds
in Ene with the 20-year average,

Treasury Inflation-Protected Securities (TIPS)

W have remained cautious eganding the THS market with the
eapectation (hal real yviekds would e in 2022, Granted, the level
af real yields, which recently broke the 2018 high in both the five-
and 10-pear area, has moved beyand our expectathons, poorly
irpacting cverall TS performance. Although TIPS are bedoming
chiap, panticulatly in the 10-year area of the curve, we awalt bet-
ter clarity regarding the Fed's terminal rate. Current 1(-year
breakewen inflation rabe of 2.38% (2.65% last publication)

Vi 1

UBS CIO interest rate forecast

In %

LS Treasuey  Cusnend D22 Mar-23 Jun-22  Sep-23
2-yean 405 4.0 4.0 35 EE
Syoal m N s 1% N
T0-year 353 a5 35 ] an
J0-year ERY 15 E R 15 23
Senpoe. Bioambeig, UBS, ai ol 13 Septermber 1017

Vg |

Shor-end ylelds reach 15-year gh while shoet-end corporates
yield 4.8%
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ASSET CLASSES DVERVIEW

Commodities and listed real estate

While China’s recovery has disappointed so far, we think it could offset the slowdown in demand
expacted in the US and Europe next year, Maoreover, given years of undennvestment, supply chal
lenges in both oil and metal should underpin prices while agriculture faces ongoing weather-related
risks. In the absence of a deeper recession globally, we target a mid-teens rate of return over the
next six 1o 12 menths. Investors are advised 1o stay long on commodities, with a preference for an
active exposure strategy. Investors not keen on taking long exposure and have a lower risk appetite
may engage in yield strategies, such as volatility-selling with commadities as the underlying asset.

Droymire Scheadler, CFA, C8LS: Glovannd Slavronv Thoimees Wipdagisily, Wirpne: Cenielan

Commodities

© BADAT PRETERRED

Precious metals: We reiterate ow bearish view on gold as
wpside surprises 1o LIS inflation caused markets to lift rate hike
enpeciations by the Fed Higher US bond yields (langely driven
from the real side), quantitative tightening, and a strong US dol-
lar Beely drive further cutflows from the vestment side in the
shart rum, We recommend investors protect the downside of
their longer-term holdings.

GOLD fcurient: 1,674,080/} June 3023 tangs
& LEAST PREFERRED

Howmse wiew UsD 165000z
A Positien scenana LESEr 1, 80002 100
3 Megalive scenano UsD 1 400-1, 500k

Crude oil: We still believe thal the oil market will tighten and
prices will rise over the coming quarters, supperied by the fol-
lowing factors. First, the end of sabes from OECD cowntries’ sira-
tegic oil ressnes will remeve moe than imbpd of supply later
this year, Second, we expect oll demand o be bolstered globally
by eils increasing use to generate ehediricity, relbecting the rising
prices or reduced avallability of gas and coal. Last, the Ewopean
Urian intends to ol ils depandence on Russian waterbame
crude imgorts by 5 Decernber and refined products by S Febru-
ary, Wie il befiewe this will result in a production drop in Russia,
as niot &l Hussian oll that heads 1o the EU (2. Bmbpd in August)
can be rercwded 1o other nations.

BRENT {curreni: LISD &9.83/bk00 Bune 2033 Laget
& WOST PREFERRED

House wiew USD 12560
A Preitiase LOsmaio UISD 140=1 Mvinkl
i PO SOPNET LIS TO-1000d

ot Cairmind vaikoid i ol 31 Segterber 2033

24 UBS House View Oclober 2027

Base metals: Stingent COVID restrictions, frequent bocal lod-
dewinis, and the crackdown on proparly developers have weighed
on China's sconomic activity this year. The country's Sugust dats
wart betler than leared, but we do not expect a comprehensive
solution to distress in the property market untd 2023, The supply
side rearmins uncerlam in ihe face of energy shortages,

Agriculture: La Mifia forecast lor a third yeas: Crop prices have
been mived despite a bullish Seplermber LEDA report. Sharl.
e, we see markels fooused on seascnal factors Bee harvests, a
plckup in Russian wheat exports, a sirong LISD, the direction in
crude ofl markets, and demand-related rsks. Morecwer, the dry
Bkt oiithaok alis Tavors a last-paced harveil. These faclons
riace if difficult 1o swstain any upside mormendum i the near
term. That said, global weather agencies forecast a La Nifia event
for 2032-23—a triphe-barre] event that has only eccurred twice
gnce 1950 and 5 associated with floods, droughts, storms, and
fires. Henoe, we see risks 1o agriculiural production and Righer
price voladility in 1H2 3, We also expect upside 1o livestock prices
im TH23 a5 US herd size & expected to declne further next year,

Listed real estate

Favor quality and sirong balance sheets, Value stocks have catch-
up potential, but we see a lack of immedate goers. Further, we
sk expodune b companies with superior earnings growth, as
earnings visibdity rermains hagh for therm, Wi continiue o like
developers, bul we also favor REITs with strong balance sheets
and lowe leverage. We think Asian developers and selected LIS
companies have supedior refum patential. By contrast, we expect
expersive lapanese RETTS to underperform and soe betlor oppor
Tunities in Sngapore, While rather cheaply valued, we do not
eapec] LK real estate to pertorm wwell aver the next month,

RUGL Index (curreml: LISD 5 G64) June 2033 taged
Hiouse wiinw S0 6, 700
A Posilbe SERanG LIED &, 900
o Wegative scenanio L0 6,000




Foreign exchange

ASSET CLASSES OWERYIEW

We are upgrading the USD and CAD from neutral te most preferred,

T Thsry, S aleaed

The LS dallar has reached its strongest level lor many decades,
radlyirgg signdficanily in response o large rate hioes by the Fedesal
Reserve and 1o rsng ghobal geopolithcal concerna, The Latest data
refeases and Federal Open Masket Cormmities communscation in
Septemnber signal that the Fed rmight continue on the same tight-
ening path for some months (o come. Inflation seems more
slicky than we, the Fed, and the broader markets expected ear-
lier this year. We are upgrading the USD from neutral tomost
preferred, given we sed maie lightening ahead, higher LI5 filed-
edf rates, and Etle lkelihood geopoliticald concerns will fade any-
time soon. We alsa B the Canadian dollar 1o most prelerned
gieen the eurmency should be supported lor the same reasons as
ez LISD e, in our view, wall most likedy appreciate relative 1o s
largest trading partner. We keep the Sedss franc 3t most pre-
ferred. In Switzerland, the rate hike opcle B still in its early stages
and the Swiss Mational Bank typically uses CHF appreciation 1o
Frnit imporied inflation.

Wie are keeping the euro as least preferred. The Eurgpean Cen-
iral Bank's rate hike plan does nob yed appear berribly convindang
as delragrnentation risk might kead to a guick rise In Ralian yields
when the ECE tightens maonetary policy, As il stands, Eurcpean
Fales apgent 100 low to compensate for the risks related 1o the
wiar, while grownth concerns related to energy supply shorlages
weigh an the ewns, The Bank of England faces a similar dilerrma
fi the ECB, Growth concems challenge rate hike prospects,

witille high inflation suggests that higher yields are needed 1o
rain in rising infltation cxpecialions, We keep the yen a1 neutral,
Diespile trading at depeessed levels, there b no immmediate cata-
kst For a strong yen mebounsd, wath the Bank of Japan slaying
dovish and lapan's trade balance still under pressure,

Iry Ases, the Chinese yoan & likely 1o stay under pressuee in the
near term amid continued divergence in LS-China manslany pol-
icy. Eluswdusns, we thifk the Snoapore dollar should continue o
cltperform regicnal peers thanks 1o the central bank"s palicy of
gradual, trade-weighted currency appreciatisn,

The latest inflation rebease in the US proved unfavorable to the
currencies of Latin American and EMEA economies. Their central
banks will have bo decide whether a patentially moe hawkish
Fed should be matched, and how local currency weakness
affects the domestic inflation outlock, Tightening global mane-
tary conditions and weakening global growth will likely keep
emerging markel owrencies wilnerable, oven though we da nol
exclude ralles at times of improving risk sentiment. For a sustain-
able turnanound, we would need 1o see increasing signs of 4
dicline in glabal dlation and fewer waonies arcund lockdowns
im China, For currencees in Cendral and Eastern Eurcpe, Russia™s
increasing use af energy export dsrptions 1o pressune is adver
safies adds a significant downsicde risk.

FX strategy FX forecasts
Lrast Marurtral Most Currert  Dec 2022 Mar 2023 Jun 2023 Sep 2023
referred preferned
P EURLISD 099 096 0.96 058 1.0z
LsD e — 0 USoHY 144 145 142 135 130
EUR o GBPUSD 113 110 110 114 Lig
s o USDCHF 097 096 0.95 052 0.88
USDC AD 134 132 130 1.8 1.26
Gap (-] 0C
AUDLSD 067 066 069 072 o
CHF 4]
NZDUSD 058 057 0.59 051 062
CAD & — @ USDSER MGz 146 148 482 10,20
USDHOK 9030 1042 1042 969 a8z

Loy S0 Feasraoal indoemaieon, OBS, 28 of 21 Sepiember 20332
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APPENDIX

Investment committee

The UBS investment process is designed 1o achieve replicable, high-gual-
ity results through applying intellectual rigor, strong process governance,
clear responsibility, and a culture of challenge.

Based on the analyses and assessments conducted and vetted throughout
the investment process, the Chief Investment Officer {CIO) formulates the
URS Wealth Management Investment House View at the Global Invest-
ment Cornmittec {GIC). Senior investment professionals fram across LIBS,
complemented by selected external experts, debate and rigorously chal-
lenge the investment strategy to ensure consistency and risk control,

The GIC comprises top market and investment expertise from across all
divisinns of UBS:

+ Mark Haefele {Chair)

« Solita Marcelli

+ Paul Donovan

* Tan Min Lan

» Thermis Themistacleous
« Bruno Marxer (*)

» Adrian Zuercher

» Mark Andersen

We recagnize that a globally derived house view is most effective when
complernented hy local perspective and application. As such, UBS has
formed a Wealth Management Americas U5 Investment Strategy
Committes:

Solita Marcefli

» Algjo Czerwonko
lason Draho (chair)
Leslie Falconio
David Lefkowitz

* Brian Rose

[anigl Scansaroli

{*] Business area distinct from Chief Investment Office Global Wealth
Maragement

Cautionary statement regarding forward-looking statements

This report comtains statements that constitute *forward-locking state-
ments,” including but not limited to statements relating to the current
and expected slate of the securities market and capital market assump-
tions. While these forward-lecking statements represent our judgments
and future expectations concerning the matiers discussed in this docu-
ment, a number of risks, uncertainties, changes in the market, and other
important factors could cause actual developments and results to differ
materially from our expectations. These factors include, but are not lim-
ited to {1} the extent and nalure of future developments in the US mar-
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ket and in other markel segments; (2) other market and macroeconomic
developments, including movements in local and international securities
markets, credit spreads, currency exchange rates and interest rates,
whether or not arising directly or indirectly from the current market crisis;
{3} the impact of these developments on other markets and asset classes.
UBS is not under any obligation to (and expressly disclaims any such obli-
gation to} update or alter its forward-looking statements whether as a
result of new information, future events, or otherwise,
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Explanations about asset classes

Qur preferences represent the longer-term zllocation of assets that is
deerned suitabile for a particular investor and were developed and
appioved by the LS Investment Strategy Committee, Qur preferences are
provided fol illustrative purposes only and will differ among investors
according 1o their individual circumstances, risk tolerance, return objec-
tives and time horizan, Therefore, our preferences in this publication may
not bie suitable for all investors or investment goals and shoule not be
used as the sole basis of any investment decision, Minimum net worlh

Statement of risk

Equities — Stack market returns are difficult to farecast because of fluctu-
ations in the economy, investar psychology, geopolitical conditions and
other impariant variables,

Fixed income - Bond markel returns are difficult 1o forecast because of
fluctuations in the econormy, investor psychology, geopalitical conditions
and other important variables. Corporale bonds are suljecl Lo a number
of nsks, including credit risk, interest rale risk, liquidily risk, and event
risk. Though historical default rates are low on investment grade corpo-
rate bonds, perceived adverse changes in the credit quality of an issuer
may negatively affect the market value of securities. As interest rales rise,
the value of a fixed coupon security will likely decline. Bonds are subject
to market value fluctuations, given changes in the level of risk-free inter-
ast rates. Not all bonds can be sold quickly or easily on the open market.
Praspective investors should consult their tax adviscrs concerning the
federal, state, local, and non-U.S. tax consequences of owning any secu-
rities referenced in this report.

APPENDEX

requirements may apply to allocations to non-traditional assets. As
always, please consult your UBS Financial Acvisor to see how our prefer-
ences should be applied or modified according to your individual profile
and investrment goals.

Our preferences do not assure profits or prevent against losses from an
investiment partfolio or accounts in a declining market.

Preferred securities — Prospective investars should consult their tax advi-
sors concerning the federal, state, local, and non-L.5. tax consequences
of owning preferred stocks, Preferred stocks are subject to market value
fluctuations, given changes in the level of interest rates. For example, if
interest rates rise, the value of these securities could decline, If preferred
stacks are sold prior to maturity, price and vield may vary, Adverse
changes in the oredit quality of the issuer may negatively affect the mar-
ket value of the securities. Most preferred securities may be redeemed at
pal after five years. If this occurs, holders of the securities may be faced
with a Ieinvestment decision at fower future 1ates, Preferred stocks are
alsa subject 1o other risks, induding illiquidily and certain special
redemplion provisions.

Municipal bonds — Although histarical default rates are very low, all
municipal bonds carry credit risk, with the degree of risk largely following
the particular bond's sectar. Additionally, all municipal bonds Teature val-
uation, return, and fiquidity risk. Valuation tends 1o follow internal and
external factors, including the level of interest rates, bond ratings, supply
factors, and media reporting. These can be difficuit or impossible ta proj-
ect accurately, Also, most municipal bonds are callable and/or subject to
earlier than expected redermption, which can reduce an investor's total
return, Because of the large number of municipal issuers and credit struc-
tures, not all bonds can be easily or quickly sold on the open market.
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Appendix

Investors should be aware that Emerging Market assats are subjeci to,
among others, potential risks linked to curency volatility, abrupt changes
in the cost of capital and the economic growth outlook, as well as regu-
latoly and sociopolitical risk, interest rate risk and higher credit risk,
Agsets can sometimes be very illiquid and liquidity cenditions can
abruptly worsen. IO Americas, WiV generally recommends only thase
seCurities it believes have been registered under Federal US registration
rules (Section 12 of the Securities Fxchange Act of 1934} and individuaf
State registration rules {commonly known as “Blue Sky™ laws), Prospec-
tive investols should be aware that to the extent permitted under US law,
Q0 Americas, WM may from time to time recommend bonds that are
not registerad under US or State securities laws. These bonds may be
issued in jurisdictions where the level of required disclasures to ba made
by issuers is not as frequent ar complete as that required by US laws,

For more background on emerging markets generally, see the CitY Ameri-
<as, WM Education Notes "Investing in Emerging Markets (Part 1% Equi-
ties," 27 August 2007, "Emerging Markel Bends: Understanding Emerg-
ng Market Bonds,” 12 August 2009 and "Emerging Markets Brneds:
Undersianding Sovereign Risk,” 17 December 2009

Investors interested in holding bonds for a longer period are advised to
select the bonds of those soversigns with the highest credit ratings (in
the investment-grade band). Such an approach should decrease the risk
that an investor could end up holding bands on which the sovereign has
defaulted. Subinvestment-grade bonds are recommended only for clients
with a higher risk talerance and whao sesk to hold higher-yielding bonds
for shorter periads only,

Interests of alternative investment funds are sold only to qualified inves-
tors, and only by means of offering documents that include information
about the risks, performance and expenses of alternative investment
funds, and which clients are urged to read caretully before subscribing
and retain, An investrent in an alternative investrnent fund is specuiative
and fnvolves significant risks. Specifically, these invesiments (1) are not
mutual funds and ale nat subject to the same tegulatory requirements as
mutual funds; {2} may have performance that is volatile, and investars
may lose all or a substantial amount of their investment; (3) may engage
in leverage and other speculative investiment practices that may increase
the nisk af investment loss; {4} are long-term, illiquid investments; there is
generatly no secondary market for the interests of 2 fund, and none is
expecled to develop; (5) interests of alternative investment funds typically
will lbe iliquid and subject to reslrictions on transfer; () may not be
required to provide periodic pricing or valuation information 1o investors;
{7) generally involve complex tax strategies and there may be delays in
distributing tax infarmation to investors; (8) are subject 1o high fees,
mnduding management lees and other fees and expenses, ail of which
will reduce profits,
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Interosts in altarnative invesiment funds are not deposits of obligations
of, or quaranteed or endorsed by, any bank or other insured depository
institution, and are nat federally insured by the Federal Deposit Insurance
Corporation, the Federal Reserve Board, or any other governmeiital
agency. Prospective investors shauld understand these risks and have the
tinancial ability and willingness to accept them for an extended period of
time before making an investrnent in an alternative investment fund, and
should consider an alternative invesiment fund as a supplement 1o an
overall investment program,

In addition to the risks that apply 10 alternative investments generally, the
following are additional risks related to an investment in these strategies:

There are risks specifically assaciated with investing in hedge funes,
which may include risks associated with investing in shert sales, aptions,
small-cap stocks, “junk bonds,” derivatives, distressed secinities, non-US
securities and illicuid investrnents.

There are risks specifically associated with investing in managed fuiures
programs, For example, not all managers focus on alk strategies at all times,
and rmanaged futures strategies may have materiat directional elernents.

There are risks specifically associated with investing in real estate prod-
ucts and real estale investment trusts. They involve risks associated with
debt, adverse changes in general economic or local market conditions,
changes in governmental, tax, real estate and zoning laws or regulations,
risks associated with capital calls and, for some real estate products, the
risks associaled with the ability to qualify for favorable treatment under
the tederal tax laws.

here are risks specifically associated with investing in private equity. Capi-
tal calls can be made on short notice, and the failure to mect capital calis
can resuit in significant adverse consequences including, but not limited
to, a tolal loss of investment,

Risk: Investors in securitios of issuers located outside of the United States
should be aware that even for securities denominated in US dollars,
changes in the exchange rate betwesn the US dollar and the issuer’s
“home” currency can have unexpected effects on the market value and
liquidity of those securities. Those securities may also be affected by
other risks (such as political, economic or regulatory changes) that may
nct be readily known ta a US investor,

Options and firures are not suitable for all investors, and trading in these
instruments is considered risky and may be appropriate only far sophisti-
cated investors. Prior to buying or selling an option, and for the complete
risks relating to options, you must receive a cony of * lhe Characteristics
and Risks of Standardized Options.™ You may read the decurnent at
htip:www. optionsclearing com/about/publications/character-risks jsp or
ask your financial advisar for a copy.




Disclaimer

UBS Chief Investrment Gtfice’s ("C10") investment views are prepared
and published by the Global Wealth Management business of UBS Swit-
zerland AG {regulated by FIMRMA in Switzerland) or its affiliates {*UBS"),
The investment views have been prepared in accordance with legal
reguirements designed to promate the independence of investment
research.

Generic investment research — Risk information:

This publication is for your information anly and is not intended as an
offer, or a solicitation of an oftet, to buy or sell any investment or ather
specific product. The analysis contained herein does not constitute a
personal recommendation or take inta account the particular investment
objectives, investrent strategies, financial situation and needs of any
speafic recipient. It is based on numerous assumptiens. Different as-
sumptions could result in materially different results. Certain services and
praducts are subject 1o legal restrictions and cannot be offered world-
wide on an unrestricted basis and/or may not be eligibie for sale to all
investors. All information and opinions expressed in this document were
obtained from sources belisved to be reliable and in goed faith, but no
representation or warranty, express or implied, is made as to its acouracy
or complatenass (other than disclosures relating to UES), All information
and opinions as well as any forecasts, estimates and market prices indi-
cated are current as of the dale of this report, and are subject to change
without notice. Opinions expressed herein may differ or be contrary 1o
these expressed by other business areas or divisions of LIRS as a result of
using different assumptions andfor criteria.

In no circurnstances may this document or any of the informatian (in-
cuding any forecast, value, index or other calcutated amount (*Values” )
be used for any of the Tollowing purposes (i) valuation or accounting
purposes; (it 1o determine the amounts due or payable, the price or the
value of any financial instrument or financiat cantract; ol {ii} {o measure
the parfonnance of any financial instrument including, without limita-
tion, for the purpese of tracking the return or performance of any Value
ot of delining the asset allocation of partfolio or of computing perfor-
mance fees, By receiving this document and the information you will be
deemed to represent and warrant to UBS that you will not use this docu-
ment 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 shert pasitions in investmaont instruments
referred to herein, carry out ttansactions involving relevant investmeart
instruments in the capacity of principal or agent, or provide any other
services or have officers, who serve as directors, either toffor the issuer,
the investrment instrument itsell or tofor any company commercially or
financiafly affiliated to such issuers. At any time, investment decisions
tincluding whethet to buy, sell or hold securities) made by UBS and its
employees may differ from or be contrary to the apinions expressed in
UBS research publications. Some investments may not be readily realiz-
able since the market in the securities is illiguid and therefore valuing
ihe investment and identifying the risk to which you are exposed may
be difficult to guantify. UBS relies on information barsiers to control the
flowe of information containad in one or more areas within UBS, into
other areas, units, divisions or affifiates of UBS. Futures and options trad-
ing is not suitable for every investar as there is a substantial risk of boss,
and |osses in excess of an initial investment may occur. Past performance
of an investment is no guarantee for its future performance, Additional

CISCLAIMER

information will be made avatlable upon reguest. 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 reguired to pay more.
Changes in foreign exchange rates may have an adverse eflect on tha
price, value or income of an investment, The analyst(s) responsible for
1he preparation of this report may interact with trading desk personnel,
sales personnel and other constituencies for the purpose of gathering,
synihesizaing and interpreting market intarmation.

Tax treatment depends on the individual circurnstances and may be
subject to change in the future. UBS does not provide legal or tax advice
and rmakes no representations as to the tax treatment of assets er the
imvestment returns therecn both in general or with reference to specific
client’s circumsiances 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 invest-
ing in any of the products mentioned hereir.

This material may not be reproduced or capies circulated without prior
autharity of UBS. Unless otherwise agreed in writing UBS expressly pro-
hibits the distribution and transfer of this material to third parties for any
reason. UBS accepts no liability whatscever for any claims or lawsuits
from any third parties arising from the use or distribution of this matevial,
This report is for distribution only under such circumstances as may be
parmitted by applicable law. For information on the ways in which CIQ
manages conflicts and maintains independence of its investment views
and publication offering, and research and rating methodologies, please
visit www, ubs comaesearch. Additional information on the relavant au-
thors of this publication and ather CI0 publication(s} referenced in this
report; and copies of any past reports an this topic; are available upon
request fram your client advisor.

Options and futures are not suitable for all investors, and trading in these
instruments is considered risky and may be appropriate only for sophisti-
cated investors. Prior to buying or selling an option, and for the coinplela
risks refating to options, you must receive a copy of “Characteristics and
Risks of Slandardized Options”. You may read the document at hitps.#
v, theccc. comfabout/publications/character-risks.jsp or ask your fi-
nancial advisor for a copy.

Investing in structured investments involves significant risks. For a de-
tafed discussion of the risks involved in investing in any particular struc-
tured investment, you must read the relevant offering materials for that
investment, Structured investments are unsecured obligations of a partic-
ular issuer with returns linked to the performance of an undertying asset,
Depending on the terms of the investment, investors could lose all or a
substantial portion of Lheir investment based on the performance of the
underlying assel. Investors could also lose their entire investiment if the
issyer becomes insolvent. UBS Financial Services Inc. does nol guarantee
in any way the obligations or the financial condition of any issuer or the
accuracy of any financial information pravided by any issuer. Structured
investrnents are not traditional investments and investing in a struciured
investrnent is not equivalent to investing directly in the underlying asset.
Structured investments may have limited or no liguidity, and investors
sheuld be prepared to hold their investrment 1o maturity. The return of
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BISCLAIMER

structured investments may be limited by a maximum gain, participation
rale or other feature, Structured investments may inciude call fealures
and, if a structured investiment is called early, investors would not earn
any further return and may not be able to reinvest in similar investments
with stmilar terms, Structured investments include costs and fees which
are generally embedded in the price of the investment. The tax treatrment
of a structured investment may be complex and may differ from a direct
investment in the underlying asset. UBS Financial Services Inc. and ils em-
ployees do not provide tax advice. Investors should consult their own tax
adwvisar about their awn tax situation before investing in any securities.

Important Information About Sustainable Investing Strategies:
Sustainable investing strategies aim to consider and incorporate environ-
mental, social and governance (E5G) factors into irvestment process and
portfolio canstruction, Strategies across geographies and styles approach
ESG analysis and incorparate the findings in a variety of ways. Incarpo-
rating E5G factors or Sustainable Investing considerations may inhibit the
portfolio manager's ability to parlicipate in certain investment opportuni-
lies that otherwise would be consistent with its investment ehjective and
other principal investment strategies. The returns on a perticlio consist-
ing primarily of sustainahfe investments may be lower or higher than
portfolios where E5G factors, exclusions, or other sustainability issues are
not considered by the portfolic manager, and the invesiment apportuni-
ties available to such portfolios may differ, Companies may not necessar-
ily meet high performance
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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 redis-

tributed by the External Assel Manager or the External Financial Consul-
tant and is made available to their clients and/or third parties.

USA: Distribuled to US persons by UBS Financial Services Inc., UBS
Securities LLC or UBS Swiss Finzangial Advisers AG, subsidiaries of UBS
AG, LBS Switzerland AG, UBS Europe SE, UBS Bank, S A, UBS Brasil
Administradera de Valores Mobiliarios Ltda, UBS Asesores Menxico, 5.A.
de TV, UBS Suivli TRUST Weaith Management Co., Ltd., UBS Woealth
hManagerment 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 distrib-
utes 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 obli-
gated person within the meaning of Section 158 of the Securities
Exchange Act {the “Municipal Advisor Rule”} and the opinions or
views contained herein are not intended to be, and do not consti-
tute, advice within the meaning of the Municipal Advisor Rule,

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

Version B/2022, C1OB2652744
© UBS 2022 The key symbol and UBS are among the registered and
unregistered trademarks of UBS. All rights resenved,
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About Commonifund

Commonfund was founded in 1971 as an independent nonprofit investment firm with a grant from the F ord | 'oundation.
Commonfund today manages cuslomized investmeni programs for endowmenis, foundations and pension Tunds.
Among the ploneers in applying the endowment model of invesling to institulional investors, Commonfund provides
extensive investmenl flexibility using independent invesiment sub-advisers for discretionary  ouisourcing
engagemoents, single strategies and multi asset solutions.  Investment programs incorporate active and passive
strategios in equities and fixed income, hedge funds, commeditics and private capital. All securitics are distributed
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visit www commontund. org.
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Quarterly Investment Report

Portfolio Highlights

Footiirme me oo pcke nei of frocs Pleson

The Gakland Univereity Treasury Solutions portfolio
relinned -4.58 percent for the quarter and -4 69 per-
cent {or fiscal year 2022, The final value of the poit-
folio was $2/0,67¥9 287, | coking forward, althouuh
it is difficull {o envision a quick resolution ie the cur-
rent market dislocation, it is important to reatfirm the
benetile of a leng-ferm slrategic investment policy,
It is nadural for invesiors o fall viclim to recency bias
and focus on shorl-tcrm patfolio volatifity, The fi:
nancial markets are a realtime indicator of how
much the investing environmenl is changing how-
ever, we believe the current volatility will prove epi
sodic,

I or the quarter, the Confingenl Assel Porlfolio and
Intermediate Term Fund underpertormed the (CEF
BAWML 1-3-year index. The Inlermediate Term und
returned  -0.70 percent  while  iis  benchmark
refurned 050 porcent. The Contingent Asset
Parfolio, LLC retumed -0.56 percent. Generally,
exposure to spread sectors detraclted from return
as shorttenn ARS, MBS, CMBS and investment
grade  colporales  underperformed  duration-
adjusted 1.5, Treasuries. The High-Quality Bond
Fund returned -4.85 percent for the quarter under-
performing the Bioomberg Barclays Capilal 1).5. Ag-
gregate Bond Index, which reivrned - 4.69 percent.
The fundg’ overweight to spread sectors detracted
from return as corporate oredit, MBS, CMBS and
Yankee bonds (.S doliar-denominated sovereign
cmerging market bonds) posted negative excess o
turins, Security selection within the residential and
commercial mortgage-backed sirategy  mitigated
some of this underpelformance.

e s 1
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The funds’ duralion pesifioning was slighily over-
weight retative 1o the benchmark, which dampencd
refurn as LS. Treasury vields increased during the
¢rrarier,

In the core allocation, the Core Equity b und returned
-16.43 percent for the quarter underperiorming the -
16.10 percent return of the S&P 500 Index. The
fund's active strategy, Wellinglon's | arge Cap Re:
search Eguity, underpetformed the S&F 500 by 65
basis poinis. Scotor allocation was additive while
stock selection defracted from relative retums. Con-
sumer discrefionary stock selection and the over-
weight to the underperforming retailing industry cost
40 basis poinls. Communicalion Services slock se-
lection and overweight to the media & enterlainment
group also was an impediment o relative perfor
mance. 1he Strategic Solutions Equity Fund {ow
volatility equities) returned -9.78 percent for the
quarler. Sector allocations were additive to relative
relurms, benefiting Trom the fund's overweight to the
more defensive seclors- consumer slaples, utilities,
and health care. The underweight to consuimei dis
crelionary offsel the cost of underweighting energy
during the guarter. Overall, the strategy’s diversitied
approach to scctor exposure and cmphasis on
lower risk slocks assisied performance in a guarler
where uncerfainty took hold.

seE reperiant Notes | WMarket Covsipeaiary BEenchimarks and #adonmance,
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Economic Commentary

A year agtto, as the world continued to emet gc main CU!DTH of |'i5>i”g inflation, 1econt data shows
from the pandemic lockdowns, cconomic data thal mulfiple components, including food, en-
was broadly positive and corporale earnings ergy, sheller, and wages, are to blame. As a re-
were supported by the consumer. Busincsses sult, despile the Federal Rescrve embarking on
were reopening &t a brisk pace while accumu- guantitative tightening via infcrest rate in
laied personal savings was the dry powder set creases and a reduction in the balance sheet,
to propel domeslic giowth. It was cvident that there is still 2 lot of work the central bank must
monetary and liscal policy efiors deployed a do 1o lower prices. 1he labor markel and wage
the depihs of the pandemic had served their growlh are oo strong for the | ed o justify stow-
purpose, although the accelorating inflation that ing ils hiking cycle. The challenging economic
emerged would be the next obstacle that global circumstances have also dispelled {he idea that
ceniral banks would have o confront. Now, it is market volatility will resuli in the execution of the
evident they were too slow lo act. This notion “Fed Pl to protect investors. Consumer senti:
becarne more appzrent fo inveslors as the new ment data shows long ferm indlation expecia-
catendar vear began with inflaiion reaching 7 tions 1ising to 3.1 percent, which suggests that
percent — and it has continucd o rise since. s higher inflation is becoming anchiored in the
templing to draw parallels to pas! markel envi- eyes of the consumer. All of this will make the
ronments with the hapes of finding the autcome } OMC's tesk more challenging
and opilimal solution. However, whether it is a
lech bubble, credit crisis or pandemic, each sit-
uation, and each remedy, is unigue. The United
Stafes is in an intlationary environment not ox
perienced in over 40 years. The era of zero
rates thal fueled nsk assels is coming to an end
as the business cycle moves past its peak.

Economic Indicators 313142022 6/30/2022
Gross Domestic Product 5.9% (4Q21) -1.6% (1Q22)
Unemployment Rate 3.8% 3.6%
Consumer Price Index (yoy) 8.5% 9.1%
CPl excl Food and Energy (yoy} 6.5% 5.9%
Reat Personal Consumption Expenditures 2.5% (40321) 1.8% (1Q22)
Source: Bloomberg
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While supply chain woes are oflen cited as the




Capital Markets

In the second quaiter, markets were weak acoss
the developed world and mixed within the emerg-
ing markeis, Glohal equily markeis, as measured
by the MSCI ACWI, lost -15.7 percent in 2012022,
The S&P 500 underperformed othor developed
markets as inflation measures continued to risc,
and ihe Foderal Regerve enacted a maote agqgras:
sive policy response. UDomestically, value indices
continued o outperform for the quarier albeil with
the large reversal in June. Developed iniemational
cquities { 117 percent) underperformed the
emcrging markete (- 11.5 peicent). A deeper dive
into 1egional allocations chow Canada 1eturning -
15.8 percent, Europe lasing 14.5 percent and Jda-
pan cdown 14.6 percent. Chins was ihe only posi-
live emerging markei, showing mmprovernant in
economic activity and a emall increaze in business
confidence atter Shanghai litled ite lockdown. [ is
balieved that the recovery in the sorvices industry
will likely take longer than for goods, as consumers
are still unwilling or unahle 10 go oul as much as
beiore given China's strict Zero-COVID policy.

The: fixed income markets have been challenging
in 2027, The Bloomberg Bavclays Aggregate Index
losi 4.7 percent in the 202022 and is down 10.4
perceni year-lo-dale. The benchmark index is on
pace to have ity woret year ever, partially due to a
selloff in LS. Treasurics. Afler a benign decade of
relatively low interest rates, Invostors have seen
tales increase almost 200 basis points acloss the
15 Treasury curve, Qnly recently have the cornpo-
rafe credit markets begun e follow suil a8 corpo-
rafe yviclds have starled to move higher on the ox-
poectation of increased credit risk. At the June
FOMC mecling, central bankors voted to increaso
the Federal Funds rate by ¥b basis points, the larg
et rate hike since 1994, moving market expecta-
tions ior the remainder of the year and signaling an
increazed commitment to bringing down inflation.
Ultimately, one of the most offective tools the cen
tral bank has is comumnunication coupled with policy
actiong, as they ramain steadfast in the goal of
achieving price slahilily,

Other Markets 1213172021 3/31/2022 6/30/2022
S&P 500 Index 4766 4530 3785
WTI Lt Crude ($/barrel) $75.21 $100.28 $105.76
US Dollar Index 8567 98.31 104 69
BAML High Yield Credit Index 1578.79 1507.53 1357.20
Volatility Index 17.2 208 28.7
Source: Bloomberg
[ el e sieima e el indicsive of fiivr. o0t
e el ol e Uleane o apeaicnd oetos | Rarked Coopovendary, Denchmmks sl 5o geansnnes
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Investment Report
PERFORMAMNCE — TREASURY SOLUTIONS

s of June 31, 2022

Performance ltem MTD aTto CYTD FYTD 3 Years 5 Years
State Street Inst US Govi Money Mit Fund 0.09 oAy 0,18 0,18 0,50 0.88
ICE Bola ML 3-Monlh US T-Bill Index .06 013 016 0,18 .58 1.06
Intermediate Term Fund -0.55 -0.70 -3.12 372 0,32 1.12
ICE Bodd Merrill Lynch (ML) 1-3 Y7 Treasury -(L58 -0.50 2R3 =328 024 .84
Income Research & Managemend -0.56 -0 68 -2 85 -3.45 i 2] 1.28
MetLife Imvestment Managemant, LLC -0.85 -0.68 281 329 0.54 1.23
Sil Irvesiment Associales 036 -063 -3.50 -4 14 029 147
CF Contingent Asset Portfello, LLG -0.28 0,55 -2.03 -2.51 0.30 1.01
ICE Boih Mermil | 'p'nca_tl'-_l'L:- 1-3 ¢ Treasury 0,68 0,50 -2 &3 -3.28 [Eies | (.54
Sit Investrment Associabes 0,12 -0.38 -2 07 -2.75 o 1.66
MelLlfe Investment Management, LLC 021 021 068 070 Q.82
MD Sass Investors Sanvices -0.40 0,80 -3.03 -3,37 026
_High Quality Bond Fund 1,64 -4, 36 -10.81 -10.95 .78 1.16
Blaombeng Basclays US Appregate Bond Index A 57 A 60 -10.25 10,29 063 0.BE
Rimrock Capital Managemeant -0.91 -3.48 551 8,52 =0, 19 1,65
_Income Research & Management -1.48 =471 =108 =10.44 {42 _._..LEE'._
-1263 ] -1.07
Todal Contingency
i 2018
S&P 500 Index -85
CF Dirgcl Management Cane Equily -10.21 783 -21.80 -12.46 11.55
Wielinglan Managerment Company LLP -B.55 1675 -3025 -12.71
CF Strategic Solutlons Equity Fund, LLEG 4,90 5,TE -13.T8 =291 T84 8.30
SEP 500 Index .25 16,10 =19.945 -10.62 10.60 11.31
Marlingale Assel Managemeani -4 BB BT -13.63 -2 61 8.04 .68
Time Waighied Return B 3.E5
Traditonal Benchmeark 0,26 a7 1.15 1.80 207 260
ﬂil:-'rﬂinmﬁafh =250 <500 «7.68 514 300 T

Spurce: Commaniund Chenl Heporling Mosl. Messe see imporiard Holes | Pedemance Compansons

Compesile Seapes and Weighdings

Padicy Benehivingk TR0 o (EOVAEZ A% 0%, 10E Hold Meonll Lynch (KLY 1-3¥r Ireasuny; 26.0% SEP S0 Index; 25.0% 3 Moniln THE 15.0%
Flonmberg Barchinys US Aggrogate Bond Index

Tradilicnad Benchrmmks TI014 1o GENS02Z 10000% 3 Mond Tedl » 150

Hobe: Manaper Porkemmance dopicied is nel o e suls sdvises menagement foos and copenses, and gioss of Commaonfund Fund fees and openscs

Thee Fundd penccdically makes changes o 02 managers. Thane can be nd assurance [hal he T und wil conlinue o imeest wilh sy of B Bed managers
Thired pesily manE&geE invasiment approach and poriiolio corsinection ane subjecl 15 changs and are gowermed By e Fund's Oflerng Dacomsnls o
Wrva il Managimen] AQreamsnl

Thirdl pany retume preasded by Ohakland Linneersily Pasl pFErGrMmaEnss (5 nal INcaine ol forliare et
Reheme ang depicled net of fees. Pleass ses Importand Moles | Marss Commentary, Bsnchmarks and Pecoomancs




Coakland Unmeersily | ame 30, 2002 | Treasury Solifions Invesiment Report
FUND ALLOCATION — TREASURY SOLITTTONS

B of Juno 30, 2027

Targel Allocation %  GRE02022 Allocation % 613072022 Markel Value

Total Liguidity Funds | £ 789,843, 205.84
Fifth Third Bank 2500 1510 5 40 BEZ B15 14
Comesnca Bank 0.0 3 4, 73304
JP# Cash - MMA Account 1.87 3 §,071 855985
State Sirest Inst US Govi Monay Mkt Fund 12.52 5 33 BE3.E54.00

Total Contingency 50,00 % 133,418,569.74
Intermediate Tesm Fund 20.00 2011 ] Sud A1 058,17
CF Contingant Assat Portfolis, LLC 15.00 14,51 ] 30,279.963.43
High Quality Bond Fund 15.00 14.67 ] 30,857 958.14

Tatal Cors 2500 2121 § &7 41643210
Core Eguity Fund 10,00 V.84 5 21 230 176,33
CF Sirategic Solutions Equity Fund, LLC %

38, 186 255.77

Total Portlolio 100 00 100,00

Sowrce: Commoniund Clenl Heporiing Porial

Hode; The Fund peripdically makes changes o is managers. Thems can e ro assunpnes Ml the Fund wAl conlinus 10 nvest wilh any of he sted
mansgers. Thied party mansgoers” invesiment approach and portfolio consimiclien sie subjoct 1o cdhange and 5io oo Biy e Fieds O8oing
Decuments of bneesimend Mansgpomen Sgrecment

Third parly retume provicded By Oakland Uinhersity, Pael periompnce & aob inticalive of hture ed

Fetums sre deplcked nef of Tees. PlEase see Imgartant Roles | Mnrked Comrdndary, Banchmarks and Parformance
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MANAGER ALLOCATION AND PERFORMANCE -~ TREASURY SOLUTIONS

Ag of June 30, 202

Fursd Buckol % Fund% Fund%  Mgr. % aTo
Broakdown ALM AL AUM  of Sub AUM  June 22

Liguidity Finds §TR. B 2EE 2950%
State Street US Gavi Barket $33,803,854 128%  424%  128% 0.47%
JP Mgrgan MBKT §5,071,860 1.8% BA% 19% 001 %
Gomorica Bank 4,733 0.0% i, Eri 0% 000
Dl Crodit 50 0.0% 0.0% 0.0% X

540,282,818 15.1% 51.7% 15.1% 006

§133,410 580 #1830,
intermadiate Term Fund $54,441,658 01% 40E% BT0%
Income Research & Management 4% 521,718,057 B0 0 68%
MedLite Irnesimant Mansgemend, LLT 6%, F10.054, 554 7.0% -0E0%
&il Investment Associales 24% §13,065,000 4E% -DE%
High Quality Bond Fund $30,697,037 14.7% A% -4, 85%
Income Research & Managomen| 4%, 516,673,134 B5.2% -4 T1%
Rimrock Capital Mansgemern 1% £8,0368 85T 3% -248%
VeBlern Asset Management Compary a7 514 5683 237 5.4% B07%
Coatin sot Portioiio $39,279,963 14.5% 94% -0.56%
Bell it Invesiment Mansgemenl, LLC Tl 13,355,188 & 6% 21%
M Sass invesiors Serdoes 35, §13,747 987 51% 0.90%
Bl Irvestment Associates 1% §12,170, 740 £.5% oAy 2%,
Gors Funis §5T AR HNT%
—Strategle Solutions Equlty Fund §38, 406 200 Lot L AT8%
Martingals Assel Managsment 1007% 536.188,258 13.4% 8,F1%
Corn Eguity Fund $21,230,176 TA% 3T.0% ~18.43%
CF Direct Managemen! Core Eguity B £12.730,108 47%  1700%
Wellinglen Managemant Company LLP 0% 58,492 071 3%  -16.75%

Sowrce: Commoniund Clienl Repoiing Porlal. Please sec impostan Holes | Pesloemancos Compansons.,
Hele: Bansger Performance depicied is nel ol e sub-advisors mensgemen fees snd expenses, and gross of Commonlund Fund fees and experses

Thiy Fund perigdicaly makas changes 1o is managers, Therd cam Db md pasrnnce [P 1 Fund will sonlings (o el wilh grrg of e led monspens
Thierd parly managers” invesimand appeoach and podiolio corsiuclion ane subjec! la changs snd 2em gousmad By The Fuonds Ofaing Deeumenls o
Invesirnend M anagemen| Sgranmean|

Therel parly redumne presded by Cakland Linhersily. Pazl perloranes is nol indicalrae of hdore ol
Fetiame fre dipiched nsl of s, Flease soen Impokant Moles | Barkel Commentary, Benchmarks and Perinrmancs
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MANAGER ALLOCATION AND PERFORMANCE - TREASURY SOLUTIONS

As of Augusl 31, 2022
Fumnd Buskol Fund % Fumd %  Mar. %

Breakdown AUM % AUM AUM  of Sub Aum Q7D Augusi-21
Liguildity Funids $9A04,410 A%

w £32,992,024 11.7% A4.2% 11.7% 0.32%
JP Morgan MMKT §5.074,366 1.7% 51% 1.7% 0.04%
Comerlca Bank §4.640 0% 0.0% 0.0% 0.00%

__ Dwula Credit 0.0 0.0 0.0% x
Fiftly Third Bark $60,232,061 20.7% 60.7%  20.7% 0.04%

Contingency Funds $113034.860 46T
Intermodiate Term Furd $54,309,135 18.6% £0,8% 0.24%
ko Research & Managpsmen| apy  $21.723.854 T5% -0.10%
MelLite invesiment Management. LLC asw  $16.008,197 B 5% 0.14%

St investmen Associales A% Wil e 45% S00%

High Qizality Band Furd $39,401,819 13.6% I 051%
Income Research & Management 4% S16.587 404 B.T% -0.20%
Rirnrock Capital Managemsnd 2% 58,293,702 2B% -1.70%
WWestein Astel Management Company ifw 14,612,713 5.0% 001%

__ Contingent Asset Portiolio $38,231,996 13.8% 20.6% 0.12%

Mg Lifle bnvesiment Management, LLC 3a%  $13,338.870 4 5% 03IT%
ME Sass Irvesion Sendoes ag% 513731180 A4T% 0.04%
£ s rirchila $12,961 519 4, 2% A 5A%

Fa0.013.051
o & Balutlons Fund 36,072,051 12.6% 2 4% 1. 76
—_ Martingaie Asse| Managemesn 100 536822851 126% 1.82%
Cone Equity Fund $22,190,200 8% I7E% 4.52%
CF fsla Caore E BO% 8§13 014,120 o 1% 4. TE%
Wallinglon Maregament Comparry LLP A0%: $5,876.080 2.0% 4,33%

Sowce Cominonlursd Chiand Repoitry) Porlal. Plesse so0 hnpditan] Moles | Perimance Coemariont
Hodn: Mansger Peardoimanon depached is nal of (ke saib-advens's managemen| bees and axpenges, and grass of Commaoniing Fund bees and espenses

e Fund periodically makes changes (o @: managers. 1hese can be no assurance thal the Fund will conlines io inves] wilh any of the Bsled mandgene
TFerd pariy managers’ invesiment appeoach and pon ok conshiucion are subjéct bo change and dre govemed By e | und's Ollering Documents &
Invesimend Mansjgemenl Agreemen

Thard parky relume proviced by Oaklard Linbwisity, Po2 ) performancs & nol ndicalng of i reganl
Rahmmes gre depicled nel of et Fleaze soe npodan] Holet | Makel Commanlany, Banchmark: il Peclammants




Important Notes

GENLERALLY

This malerial has been prepared by Commeniund Assel Management
Company, Ine. {*Comanco’} andfor Commonfund Capital, Ine. (“CCI" (each,
an *Investment Manager’}, each of which are indirect wholly owned
subsidiaries of The Common Fund for Nonprofit Organizations (*TCF" and,
together with Comanco, CCI, Commonfund Securilies, Inc. {"CSIy and its o
their affilfates, "Commanfund’). The information in this material is for
ilustration and discussion purposes only. it is not intended to be, nor should
it be canstrued or used as, investment, tax or legal advice, any
recommendation or opinion regarding the approprizleness or suitabilily of
any invesiment ar strategy, or an offer fo sell, or a solicitation of an offer (o
buy, any interes! in any security, including any irderesl i a private fund, pool,
investment product, managed agcount or other invesiment vehicle {each, an
"Invesiment Product’). This material is qualified in its entirety by the
information contained in any Investmenl Product's offering documents,
including the governing partnership or operating agreement, investrent
managemenl agreement, subscripficn agreement, or an Investment
Product’s prospectus or other offering memorandum relaled thereto, as
applicable (collectively, a "Prospectus™). Any offer or soligitation of an
inveslment in an Investmeni Product may be made only by delivery of the
Investmenl Product's Prospectus to qualified investors by CSI. Prospective
investors should rely solely an the Prospectus in making any investment
decision. The Prospectus contains imporlant infarmation, including, amang
other information, a description of an Investment Product's risks, investment
program, fees and expenses, and should be read carefully before any
investmenl decision is made. This malerial does not take into account the
parlicular investment objeclives, restrictions, or financial, legal or tax
siluation of any specific investor. An investmentin an lnvestmeni Producl is
not suitable for all investors. Each Investment Manager is registered with the
SEC as an inveslment adviser, CS| is regislered as a broker-dealer wilh the
UL.S. Securities and Exchange Commission (*SEC") and is a member of e
Financial Industry Regulatory Authority, Inc, {“FINRA"} and the Securities
lnvestor Protection Corporalion {"SIPC"). The registrations and memberships
above in no way imply thal the SEC, FINRA or SIPC have endorsed any of
the entities, producis or seivices discussed herein.

DISTRIBUTION

Distribution of this material and the offer of an Investment Producl may be
restricled in certain jurisdictions. This material is no! intended for distribution
or use by any person or entity in any jurisdiclion or couniry where such
distribution or use would be contrary ta local law o regulation. This material
and the information contained in this material is confidential, is the properly
of Commaoniund, is intended only for intended recipients and their authorized
agents and representatives and may not be reproduced or distributed lo any
other parson without prior written consent,

This material is a3 of the date indicated, may not be complele, is subject to
change and does nof contain material information regarding an Investment
Praduct, including specific information relating to an investment in an
Investment Product and related risks factors. Unless otherwise stated,
information provided in Lhis malerial is derived from one or more parts of
Commonfund's databases and internat sources.

Certain information has been provided by andfor is based on third-parly
sources and, afthough believed fo be reliable, has not been independently
verilied. An Investment Manager is nol respansible for errors or omissions
from these sources. No representation is made with respec to the accuracy,

R R R IR N L R

completeness or imeliness of information and Commonfund assumes no
obligation to update or otherwise revise such information. Unless the context
otherwise requires, the term "inveslor’ and "client” may be used
interchangeably,

INVESTMENT PROCESS

No representation is made that an Invesiment Manager's or an Investment
Froduct's investmenl process, investmenl objectives, goals ar risk
management techniques will or are likely to be achieved or suceessful or that
an Investment Producl or any underlying investment will make any profit or
will nol sustain losses. An investment in an Investmenl Product involves risk,
as disclosed in lhe Prospectus. An Invesiment Manager may engage in
investment praclices or frading strategies thal may increase the risk of
investment loss and a loss of principal may ccour, The risk management
techniques which may be utilized by an Investrment Manager cannat provide
any assurance that an Invesiment Product will not be exposed {o risks of
significant frading losses.

Any descriplions involving investment process, investment examples,
statistical analysis, investment siralegies or risk management techniques are
provided for illusiration purposes anly, will nol apply in all situations, may not
be fully indicative of any present or fufure investments, may be changed in
the discrefion of an Invesimenl Manager and are not intended to reflect
performance.

Any portfolio characteristics and limils reflect guidelines only and are
implemented, and may change, in the discretion of an Investment Manager,
Investments are selected by, and will vary in the discretion of, an Investment
Manager and are subjeci lo availabilily and market conditions, amang other
factors without prior notice to investors. There is no requirement (hat an
Investment Manager or an Invesimenl Product observe these guidslines, or
that any action be taken if these guidelines are exceeded or are not mel or
followed.

MARKET COMMENTARY

Any opinions, assumptions, assessments, statements or the like {collectively,
"Statements”] regarding future evenls or which are forward-looking, including
regarding portfolio charactetislics and limits, constitute only subjective views,
beliefs, oullooks, eslimalions or intentions of an frvestment Manager, should
not be relied on, are subject to change due to a variety of factors, including
fluciuating market conditions and economic faclors, and involve inherenl
fisks and uncerlainties, both general and specific, many of which cannol be
predicted or quantified and are beyond an Investment Manager's or an
Investment Product's control. Future evidence and aciual resulls {inciuding
actua! composition and investment characteristics of an [nvesiment Product's
portfolio} could differ materiatly from those set forth in, contemplated by, or
underlying these Slalements, which are subject to change withaut nofice.
There can be no assurance and no representation is given that these
Statements are now, of will prove to be accurate, or complete in any way.
The Invesiment Manager underiakes no responsibility or obligalion to revise
or update such Slalements. Stalsments expressed herein may nol be shared
by all personnel of Commonfund.

PERFORMANCE | OPEN-END
INVESTMENT PRODUCTS

Unless otherwise indicaled, performance of open-end Investment Producls
shown 15 unaudited, net of applicable management, parformance and other
fees and expenses, presumes reinvestmenl of earnings and excludes
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invesion specis saks and offusr chaiges. Fees may be modified of waived
for cortain investngs. Please refier o an Investmen] Product's Prospectus o
the Invesimest Banager's Form ADV Par 28 kor mone infoermaton reganding
Ihe Irvesimend Producls bees, changss and exporses. An invesior's sclual
perfeimance and actual fees may differ from the: perlomancs information
shown due jo, among clher [ackors, capdal conlnbutons and withdrawals o
redemplions, diferen| shana clisses and oigibiity 1o participatn in “new
ssues.”

FERFORMANCE | CLOSED-END
INVESTMENT PRODUCTS

Unless ofereise ndialed, palomaincs of closed-and Ivvesiment Producis
e s et of ol Tees and any camied inferes| and excudes commilmenis
by the applicable geneeal parirer and any Emiled pariness thal do nal pay a
mafipermenl lie. Each Immstment Product’s Infernal Rats of Reture ["IRR)
should be evalsated i light of he isfsrmation and rsks dsclosed in the
rospecive Prospecius. Certain investon in an Investment Produc may
Pecaive & managemest e and management fee discount; perlormance dala
Facresn reflects the weghled mwrage Blervded managemenl foa applicabls i
aciual limited periners of puch vebscles, Redurn inlommalion is caloualed on a
didiar-wirightiend (0., imbeenal rate of redorn), sinca inceplion basis. These cin
be no assurance Bl unrealized nwesiments ulimately wil be realzed a1 e
valuglions used in calculaing IRRS o Mel Mullighes or thal the cakulaied
IRRs will ba cbipined Actesl realized refums wil depend on, amang ofber
tactors, fulune operaling resulls, the value of assefs and markel condifons &
e Bme of deposition, any redated Iransaction costs and the liming and
mareer of sab. Cerlain Invesimen Products e everage Lo ranco
invesimanis, which may involve a kigh degres of financial k. Such
Boroatngs has e polenkl o énhance ovorall refirms that exceed the
Investment Producls cost of bomowed londs; howsvi, bomowings wil
furifues diminish melums {or incresse losses on capdal) o e exden] awerall
reduries aré hess than tha invesiment Product’s cost of boomed funds.
Wheee applcable, relums fake inko consideration the minvestimen| or
“rocycling” of investmen| proceeds,

HYPOTHETICAL PORTFOLIOS AND HYPOTHETICAL
RESULTS | GEMERALLY

Cerlain ased-alocation kamework depicied in s presentation ks
Fymothetcal and does nol represenl thi feesimen peckemance o the
actua accounts of sy or evesions ("Hypofhetical Pofohs’),

Perormance of Hypothetical Poriclios and offer composite perfonmancs
ressulis (hased on secior afrbution and cther dissoction and combinations
of achual Investmend Product perlimance) should be considened
hypofhatical msulls [collacivety, “Hypolhetical Resulis’). Hypothetical
Pertiobos and HypalheSical Resulls do not refloct actual irading o
perfonmance by an Investment Prodisd of an inwesion, of 3 moommendation
an i pari of an investmeni Maneger or C5 10 any perbeular invesion nof
should Ty be considered as ndicalive of the skills of #e Invesimeni
Adymar. Hypolhetes! Portioios and Fypofescal Fesebs ane provided for
Hustiative purposes only and do pot guaranbes past of luluie Feestent
residls. Mypothefical Results ara based on assumplions, and da ol refliec]
the impact thal economic and marked [ackes may have oo invesbmeni
decisions ol an Invesimesd Manager, Dilirences bebween the hypolhetical
assumplions and an aclual investmend are material and docrasss
subrstantiafly the Susiration valus of any Hypothelical Resulls. Hypolhelical
Portfolics may nol lake il actount the gaaks, risk sieranoe and
crcumsiancas of each investan, An invesimen] dectiion showld nod be besed
on Hypothatical Resuls.

G2 | Treasury Solulions

et limen] eyl

ADVISORY SERVICES

Adhisory serices, including those described wader B frado nama
*Commantund Stirstegic Seluiors,” ane gentrally provided by Comeanco o,
on pocasion, by CC|and subject io an nvesimen] advisory sgresmens,
Coenarce’s and CCI's Form ADV Part 24 will be provided upon request.

BENCHMARES AND FINANCIAL INDICES

Benchmarks and financial indicas e shown for Blusirafse puposes only,
Thatry priwicie gonaval markal dala thal serves 83 poind of relesins o
porgure B periatmance o ievestmont Product’s with $e perfamance of
elhes securilies thal make up & patiods marked Such berchmark and
e are nol available for direcd investment and their performance does
ned refiect the expenses associated with the managemend of & aciual
portfoebis, [he aciual cost of neating in the instuments thal comgrise B or
ofher lpes. An Investment Products inmvestment obiecthee & nol resiricied io
e securities and insluments comprising any one indew. Mo representalion
is mide thal any benchmark of indéx & an approgriabe measue for
comparison. For a list of commaonly wsed indices, pleass visil
wanarcommonfund cogSmporant-disciosunes. This 51 may nol rapresest 8l
Eveelabie indois. of Bose mdioes used in this material

CERTAIN RISKS

Partiobo, wolatiity or refurn tanpeds of alyecives il ooy, ane used sololy for
ks iraion, measureman| oF compalison pEpeses and &5 an aid of guidelng
lar prospedive invesioes o evaluate a particular Investmenl Product's
strateqy, wolatiity and accompanying information. Such fargets or objecives
ieflec] subjective delemineSons of an lrvesirent Manager based on a
wvariely of faclkors induding, among othars, B rvesteent Product's
nwestmenl siratégy and pror pedonmance (F any), wlalifily measures,
portiolio characloristics ard sk, and markel condilions. Violalifty and
periormance wil fuciugte, including over shon periods, and should be
el gver The fimi period indicaled and nof over shorler peniods. Aclual
wolalifity and refurns will depend on a varisty of factors incuding overall
marke! condiions and the abdity of an Invesimen] Manager 1o mplems an
Invesiimend Product’s imvestmenl process, irvesiment objecies and risk
management. Performanos Bngels o objeciives should nol ba nefied upon
a= &n indication of actual oo progeciad fulune perlarmance; such lanels o
aitsecies: may not ke achieved, in whole of in parl. For a ksl al commonty
used meisones of sk, poase visl www commoniond ongtmportant-
disciosunes.

The abowve summany |s not & complobe liel of the risks, tax
considerations and other impostan disclosures invobeed In vesting in
an nvestiment Product and (s subject ta disclosses in such Investment
Producl's Prospectus. Please rofer to and review caredully the
Irwestment Product’s applicabds Prospectus for 8 mene dedailed lisl of
the Investmenl Product’s risks and cther disclosures prics to making
any irestment in such Investment Product.

Fusl parformance is not indicative of fulure results. An investor may
mﬂlwumpﬁﬂmﬂﬁmrhm Im an Invostmen]
et
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Working Capital ™"

Commaonfund Core Equity Fund
Commonfund Strategic Solutions Fund
Equilies Tolal

Cammanfund Contingent Asset Portfolio
Commanfund Intermediate Bonds
Commaonfund High Quality Bords

Fixed Income Tolal

Fifth Third Concentration
Cammaonfund State Street
JPM, Dexia

Cash and Cazh Equivalents Total

Working Capital Pool Total

Endowment ™

3m Cao Core - MFS
Sm Cap Growth -T. Rowe Price
Md Cap Value - MFS
Md Cap Growth - William BlaifMFS & ETF
Lg Cap Value - Bahl & Gaynar/ ESG UBS
Lg Cap Value - MFS
Lg Cap Growth - Alger Spectral S&P 500
Lg Cap Growth - Loomis
int'l Core - EuroPac American Funds /ETF
Intl Value - MFS
Sm Cap World - American Funds
Developing Markets - Oppenheimeridmer Fds

Equilies Total

Fixed Income Core - FC|
Fixad Incame -High Yield SE1X
Fixed Income- Strat Inc -BlackR, Lord Abbett
Fized Income-Glabal- Fr Temp/ TIPS
Fixed Income Total

Alphakeys Millennium Hedge Fund

Alkeon Hedge Fund

Blue Mountain Hedge Fund
Hedge Total

Energy Fund- Goldman Sachs! AG
Real Assets Tolal

Private Equity - Canyon Distressed

Private Equity - Avenue Avialion

Private Equity - StepStone

Private Equity - NB Crossroads

Private Equity - Portfolio Advisors, 2015

Private Equity - Portfolic Advisors, 2017

Private Equity - Portfolio Advisors, 2019
Private Equity Total ¥

Cash
Endowment Peal Total

Qakland University
Cash and Investments Report
August 31, 2022

Attachment C

Strategic Total Return Benchmark Total Return Benchmark
Fair Market Value Fair Market Value Allocation Month Ending Month Ending Qtr. Ending Gtr. Ending
August 31, 2021 August 31, 2022 8131/2022 August 31, 2022 August 31, 20322 June 30, 2022 June 3, 2032
% 28,380,038 3 22,190,200 T.B2% -3.968% -4.08% -16.43% | -16.10%1
42 345 512 36,822 851 12.64% -3.42% -4.08% 9.78% -16.10%
T0,728,550 £2.013.061 20.25% -3.E2% ¢ -4.08% -12.24% * -16.10%
48,294 385 35231 946 13.47% -0.57% -0.72% -0.56% -0.50%
64 849,476 54,308,135 15.64% 0.87% -0.72% -0.70% -0.50%
48 252 956 32,493,519 13.56% -2.74% -2.83% -4.95% -4.69%
152,398,767 133,034 950 45.66% -1.24% ° -1.35% ¢ S1.92% ¢ -1.75%
65,906,513 61,232,061 20.67% 0.02% 0.02% 0.06% 0.08%
26,961,574 33,933,024 11.67% 0.19% 0.18% Q17T% 0.13%
6,364,503 5.079.034 1.74% 0.02% 0.02% 0.01% 0.00%
98,232,531 25,304,118 34.08% 0.08% * 0.07% 010% * 0.09% *
% 228,357,807 ] 291,352,114 100.00% -1.32% ° -1.42% -3.51% " 4.35% "
3 G.830.754 5 725,282 5.98% -15.06% 172
5,067,750 AN 2.58% -15.84% -19.25%
5,023,750 %.564,377 4.21% -12.48% -14.68%
14,003,151 10,921,088 B8.46% -18.90% -21.07%
A.606618 5.598 826 4.33% -10.42% -16.10%
14,184 257 14,668,117 11,36% -8 9% -12.21%
12.013,114 156372803 11.80% -18.92% -8
12,822,282 14,314 68% 11.08% -22.B7% -20.92%
£, 179,457 3307686 2.56% -14.10% -14.80%
44853888 3,299,026 2.55% -15.15% -13.73%
£.322,450 2,214,930 1.71% -19.35% -16. 90
6,275,624 4.525.123 3.81% -12.01% -11.485%
TM2186.103 90,845,857 F0.34% -15.88% -16.04%
11,433,788 9.376,451 T.268% -4.51% -5.03%
2471872 2355078 1.82% -8 ¥6% -4.97%
4,599,619 4,633,140 3.59% -4.82% -4.6%%
3,504 782 4,697,521 3.64% -6.15% S1.0%
22,000, 21,062,190 16.31% -5.56% -5.96%
1,736,823 982,033 0.76% 1.20% 4.71%
4,713,639 2,899,628 2.25% -13.73% 4445,
102,642 25,454 0.02% 3.12% 0,75
5,553,104 3.807 650 3.03% -10.356% -4.48% *
24,119 28,13 0.02% 0.00% I 0.00%'
24119 29013 0.02% 0.00% 0.00%
289,584 509 0.00% -0.58% -0.58%
1,322,349 1.253.4M1 0.97% 0.00% 0.00%
2462517 318771 2.47% Q.00% 0.00%
557,913 4491 807 0.38% 0.00% 0.00%
1,515,885 2231 1.73% 0.00% Q.00%
1,581,520 2,533,690 1.97% 0.00% 0.00%
1065321 1.852,382 1.43% 0.00% 0.00%
9,095,085 11,556,711 B.95% 0.00% 0.00%
2315354 1.754.572 1.36% 0.01% | 0.12%]
3 182185817 5 129,155,993 100.00% -12.60% -2, 44%




Qakland University
Cash and Investments Report
August 31, 2022

Commernis:
The working capital pool is lower than the previgus year primarily due o CARESIHEERF funds received in FY2022,
The endowment pool is lower than the previous year primarily dug to unrealized investment losses.

" The Commanfund serves a5 the advisor for the Uriversity's Working Capital peal.
21 UBS serves as the advisor for the University's Endowment pool.
) Private Equily performance is not benchmarked. therefore, the benchmark comparison is set to actual. Investments for private equilies arg in various of slages funding with more than half of committed cagital kaving ¢

Benchmarks for Investments are:
Far Equities: S&P 500 (Relative Weighted)
Far Fized Income: 8 of A Merrill Lynch 1-3 Year Treasury Index, Barclays Capital US Aggregale Bond Index (Relative Weighled}
Far Cash and Cash Equivalents: Bo A harmilf Lynch 0-3 Month Treasury Bill Index
Far Endowmnent Equities: Russell 2000, Russelt 200 Growth, Russell Mid Cap Growth & Value, Russell 1000 Growth & Value, S&P 500, MSCI ACW| XUSus, MSCI - Emerging Markels {Relative Weighted)
For Endowment Fixed Income: Barclays Government Creditindex, Barclays Agg Bord, BoA-ML High Yield Master |I, Barclays Bloomberg US Tips (Retative Weighted)
For Engowmnent Hedge Funds: HFRI Eund Wt Comp Index, HFR| Fund of funds Comp Index, HFRX Equity Hedge , BoA-ML High Yigld 1l [Relative Weighted)
For Endowment Real Assets: Lipper Glb Mal Res
For Endowment Cash: US T-Bill {80 Day)
Returns are reporied net of fees, benchmarks are shown gross.

“ Waeighted Average using the monih end balances.



Attachment D

Qakland University
Capital Debt Report
August 31, 2022

Rate of FY 23 Bond
Amount Interest Interest Type Debt Service Expires  Rating Purpose Underwriter
Bonded Indebtedness:
Variable Rate Demand Bonds, Series 1398 ¥ 3,720,000 1.680% Wariable % 28,397 2023 AaZ  Sharf Golf Course Cornarica
General Revenue Refunding Bonds, Series 2008 35945000 ¥ 3.373% Variable/Hedged 3,422.714 2031 Aaz  AVN, Pawley, OC Expansion, Elec. Upgrade, Parking Deck | Lehman
General Revenue Bonds, Series 20134 49,575,000 4.028% Fixed 1.863.500 2043 Al Dakview, Parking Deck I, Upper Play Fields BOAML, 5/3rd
Unamortized Premium 3,394,634
General Revanue Refunding Bonds, Series 20138 §,445,000 2995% Fixed 2,302,259 2028 Al Recrealion and Athletics Center 5f3rd, BOAML
General Revenue Refunding Bonds, Series 2014 22,180,000 3.562% Fixed 2.071,255 2039 Al HHB, Infrastructure Projects JPM Chase
Unameriized Premium 2,043,327
General Revenue Refunding Bonds, Series 2016 105,310,000 3.656% Fixed 7.503.022 2047 A1 Hillerast, Qakland Center, Other Capital Projects Citigroup, PNC,
Unamoriized Premium 13,284,413 Si3rd, Stifel
General Revenue Bonds, Sertes 2019 77,880,000 3.307% Fixed 5,200 417 2050 Al South Foundation, Vamer, Dodge, Wilson, Research BOAML, PNC
Unamortized Premium 16,054,134 GHP, Anfbal Fitzgerald
Gerieral Revenue Refunding Bonds, Series 20224 32,155,000 3.468% Fixed 2,366,279 2042 Al Engineering Center BOA Securities
Unamortized Premium 5,282,125
Other Capital Debt:
2005 ESA I Loan 6,282,376 3.785% Fixed 1,302,687 2027 Energy Services Agreement Il
2014 Central Heating Co-Gen 11,399,167 3.880% Fixed 1,403,375 2031 Al Combined Heat and Power Co-Generation System
Unamortized Premium 6.634.561
$ 400,204,737 3.552% $ 27,473,906

™ Weighted Average Cost of Capital
®! The 3.373% interest rate is the synthetic fixed interest rate paid to the swap counterparty. The variable interest rate for the bonds resets weekly and is hedged with 2 LIBOR based rate.

Debt covenant compliance:

The University has a general revenue covenant in many of its borrowing agreements including bonded debt and other capital debt.

These covenarits are consistent in all University debt agreements and commit the University to maintain "General Revenues” to exceed the sum of twice the annual debt service
on senior debt and one times annual debt service on subordinate debt each fiscal year. The University is in compliance with its debt service covenant ratio requiraments,

Current
Noticnal Terminaticn Counterparty
Counterparty Amount Present Value Expires Rating Purpose/Comment
Debt-Based Derivative:
Interest Rate Swap - Synthetically Fix 2008 Bonds Dexia Credit Local 35,945,000 ${2,301,404) 203 Baad Low varfable rates = High fermination costs.

The interest Rate Swap fixes the interest rate paid to the counterparty on the 2008 bond issue at 3.373% for the life of the bond issus {and the swap agresment).
The Termination Fresent Value is dynanic, changing daily depending on interest rates and eventually becoming zero at the end of the swap agreement.

Eond Ratings:
The rating on the variable rate bonds reflects the current rating of the letier of credit pravider, JP Morgan Chase Bank.
The rating on the fixed rate bonds reflects the University's underlying credit rating at the time the bonds were issued.

Oakland University's underlying credit rating, according to Moody's Investors Service's Global Rating Scale, is A1 - Stable.



Item

Projects in Progress - aver $500,000

Qakland University

CONSTRUCTION REPORT

JCOS

Approval/Notification
Required

August 31, 2022

Original
Budget

Revised
Project
Budget

Actual
Expenditures
to Date

Forecast of
Final Cost

Attachment E

Source of Funding

VAR-2012 Renovation

Fund Mumber: 70023

Stalus: Construction in progress - 60% complete
Board of Trustees Approved: December 7, 2020
Projected Completion Date: Septernber 2023

SFH Renovation and Expansion

Fund Humber: 70008

Status: Construction in pregrass

Board of Trustees Approved: April 8, 2019, February 7, 2022
Projected Complelion Date: March 2024

3500 University Drive

Fund Mumber: 71025

Status: Design Phase - In Progress

Brard of Trustees Approved; April 14, 2022
Projected Completion Dats: August 2024

WH Renovation & Expansion [Project 5.UC.C.E5.5}
Fund Nurmber: 70285

Stalus: Censtruction in progress - 3% complate

Brard of Trustees Approved: February 7, 2019

Projected Complelion Date: December 2022

OU Research Facility
Fund Number. 70058
Slatus: Construction in prograss

Board of Trustees Approved: June 21, 2021
Projecled Completion Date: August 2023

ODH - OUWBSOM Rengvation

Fund Number. 71017

Status: Design Phase - In Progress

Board of Trustees Approved: June 13, 2022
Projected Completion Date: August 2024

MBH Visitor Center/fEvent Yenues

Furd Number 70078

Slatws: Design Phase - In Progress

Board of Trustees Approved: February 7, 2022
Frojested Compleliorn Date: TED

CHP-HTHW Replace to Hill House
Fund Number: 70053

Status: Censtruction in progress

Brard of Trustees Approved, August 3, 2020
Projected Completion Date: September 2023

DH-2019 Renovaticn

Fund Number: 70053

Status: Complete; Closeout in progress
Beard of Trustee Approved. August 12, 2019
Projected Completion Date: Octaber 2022

Yes

Yes

Yes

1203112020

E/3072019

B/30f2022

G201

1273172020

6/5302022

&i30/2022

&/30/2020

1212112018

$ 14,800

§ 40000000

5 25000000

3 833,710

3 75,000

$ V00,000

3 50,000

) 4BB,240

) 3,000,000

45,000,000

44,200,000

25,000,000

21,535,000

201,315,800

9,700,600

5,500,000

5.000.000

3,000,000

+ 20886224

¥ 337sE20

% B.160444

§ 17575956

§ 12642862

§ T2523

L3 227 442

$ 4837307

§ 2.932 887

§ 45000000

§ 44200000

§ 25000000

¥ 20535000

3 20315800

$ 2.700.000

k] 5,500,000

$ 5,000.000

§ 3,000.000

§ 45 600,000 - #70045 2013 General Revanue Bonds

£ 30.000,000 - State of M| Capital Qutlay Appropriation
5 10,000,000 - #70046 219 Genersl Revenue Bongs
$ 4,200.000 - #24350 Capita| Projects Supplement

$ 25000000 -TBD

§ 5,760,000 - #70228 2016 General Revenus Bonds
$ 14,775,000 - #70046 2019 General Revenue Bonds

$ 11.790,800 - #24350 Capital Projects Supplement - Renovation
§  4.B09,200 - #700486 2013 General Revenue Bands - Rerovation
% 3,715,800 - #70046 2019 General Revenue Bords - Purchase

3 9,700,000 - #22484 QUWEBSM Dean's Discrefionary Fund

$ 5325330 - #24557 MBH Wele Ctr & Tent Venue Financing
$ 11077 - #70203 MBE Maintenance Reserve
5 54,452 - #30286 MBE Interoretive Faolities Fund

§ 5.000.000 -£70046 2019 General Revenue Bands

§ 3,000,000 - #70046 2019 General Revenue Bonds



Item

Qakland University

CONSTRUCTION REPORT

August 31, 2022

JCOS
ApprovaliNctificatian Original
Projects in Progress - over $500,000 Required Budget

Revised
Project
Budget

Actual

Expenditures

ta Date

Forccast of
Final Cost

Attachment E

Source of Funding
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Business School Expansion Yes 6302016 §  1.888,500
Fund Number: 70233

Status: O Hald

Board of Trustee Approved, Design only February 22. 2015

Frojected Completion Date: TED

Main Campus Buildings Dampers Replacement Mo $ S70,000
Fund Number: 70044

Stalus: Complete; Closeout in progress

Prajected Completion Date: Qctober 2022

Sharf Patio Expansion Ma ¥ 250,000
Fund Number: 70090

Status: Complate, Claseout in prograss

Projected Completion Date: Orctobar 2022

EH - Renovation 2022 N % 931,938
Fund Mumber: 71033

Status: Design Phase - In Progress

Projected Completion Date: TBD

HAM-HVAC Unit Replacement Ne 3 389,400
Fund Nurmber: 7100

Status: Complete; Closeour in pragrass

Projected Completion Date: October 2022

RAC Energy Saving No 3 364,305
Fund Number; 70250

Status: 22% Complete

Prejected Completion Date: December 2022

Main Campus Bldgs Exhaust Fan Replacement Mo § 776,000
Fung Number. 70031

Siatus: Construction Phase - 90% Complete

Prejected Completion Date: May 2023

MEC-LED Lighting Mo 3 386,945
Fund Nurmber: TO0E7

Staws: Construction in prograss

Projected Completion Date: Decembaer 2022

Replace Water Main Phase 1 No § 510,000
Fund Mumber: 71005

Status: Construction to begin in Spring 2023

Projecied Completion Date: August 2023

§

1,968 504

970,000

940000

931,838

74,000

859541

776,600

521,828

T01.000

s

1,034,514

661,627

Fi7.194

711.655

V1548

531,252

27,578

51,640

3

1,968,500

870,000

940,000

931,938

874,000

B59,549

T7E000

521,929

74H,000

§ 1968500 -#TBD

wn

70,000 - #3557 1 CARES / HEERF Grant

=

940,000 - #44254 - Steve Sharf Clubhouse

Ll

TE5,107 - #10957,11386.11624, 11622 Various SBA Funds
176,831 - #38005 5BA Gift Fund

&

5

874,000 - #35571 CARES ( HEERF Grant

@«

859,541 - #14685 FY17 Excess Debt Service

ow

T76.000 - #3557 1 CARES f HEERF Grant

=

383,899 - #24350 Capital Projects Supplement
150,030 - #14802 Purchased Utilities

=

©

701,000 - #24B810 Plant Renewal Supplement

[TOTAL PROJECTS IN PROGRESS 5 85709438

3

186,793,706

75,413,356

5

186,793,708

Hotes:

A, Revised Project Budnsl equals the Orginal Budges plus all approved enanges i the budget,

B. Projects ate atided 1o the repert when 3 [unding source kas been Wenifed. a plart fund is autk orized for the projeet, and tre pioject s proceeding.
C. The project slatus wil be reported a8 GLOSED whan the Arual Eupenditures 1o Date equals 1he Forecast of 7 nal & osts. work

order systam ties ‘o Bannet, ard ne iti T % or woth are i anthe project.

L. A oroject whoge status has bean reported as CLOSED 1o the Boasd wll be termaved from the repart 1or 15¢ nexd Beard meetng.





