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Second Quarter 2024

Global Market and Economic Perspective

Global Economic Commentary

+ Real GDP growth in the US surpassed expectations in the second quarter, buoyed by strong business
investment, and consumers who remained willing to spend on goods and services. Consumption again
grew at a faster rate than real incomes, which perhaps can be attributed in part to the “wealth effect”
of strong equity markets and buoyant housing prices. One dark spot in this picture is the unevenness of
consumers’ financial health: lower-income households appear to be struggling with their debt loads
and cost-of-living issues due to elevated inflation over the last several years.

¢ Outside the US, growth was mixed during the quarter: despite a small decline in German GDP, the
broader Eurozone saw a moderate expansion. China’s economy also turned in a positive GDP number,
although the annualized increase was slightly below the government’s 5% target for the year. The
Chinese government continues to grapple with real estate issues and overinvestment in public works
projects.

+«» In many countries, the moderation in inflation from its Covid-era peak has stalled in 2024. Central
banks, most of which had been aggressive in hiking short-term interest rates to address inflationary
pressures, now have shifted toward monetary easing. Interest rate cuts and changes in forward
guidance have generally preceded inflation fully returning to the targeted rates.

¢ The combination of decent growth and policy easing has resulted in unemployment remaining low in
many regions.
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Developed Market Inflation (CPI - YoY) Emerging Market Inflation (CPI - YoY)
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Notes: Emerging market economic statistics are estimated by region using eight countries, which represent roughly 80% of the MSCI Emerging Market Equity Index.
Recent observations may be estimated where reporting lags make official data unavailable at the time of this report.
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Global Market and Economic Perspective — Q2 2024

Global Equity and Currency Commentary

+ Returns in US and emerging equity markets were fairly good during the second quarter. However, these
broad returns masked some fairly substantial differences within the asset classes. In contrast, the return
to non-US developed equities was considerably lower, as small positive local market returns were more
than offset by US dollar strength.

¢ In the US, the large-cap growth sector — and specifically a small number of the largest tech stocks —
accounted for the bulk of the equity market’s positive performance. Value stocks and small caps were
lackluster at best.

+ The weak performance of non-US developed markets during the quarter occurred despite continued
good growth of the companies’ operating earnings. In the Eurozone and Japan, the trend in earnings has
been nicely positive for the last few years, despite some economic softness in Europe. In some markets,
equity returns have been subdued because of pricing; investors have been placing lower P/E ratios on
non-US earnings than those in the US.

+¢ The recent picture is quite different in emerging markets, where earnings growth has been sluggish, but
investors have begun to price these markets at somewhat higher premiums.

Global Equity Market Returns (MSCI)

Equity Market Returns (USS)

Returns (USS)
6/30/2024 3Month  YTD 1Year 3Year
United States
USA(AllCap)| 3.2% 13.4% 22.8%  7.7%
USA Growth 9.3% 22.1% 33.9% 10.6%
USA Value -1.6% 7.1% 14.1% 5.6%
USA SC Growth | -2.8% 4.4% 10.7% -2.2% Returns (Local)
USASCValue | -43%  -0.7%  9.3% 15% [3Month YTD  1Year 3Year || 10%

Foreign Developed

25%

20%

15%

World x-USA| -0.6% 5.0% 11.2% 2.8% 0.8% 10.5% 14.8% 7.8% 5%
Europe 0.5% 5.8% 11.7% 3.9% 0.9% 9.2% 12.9% 6.9%

Far East | -3.3% 5.0% 10.2% 0.5% 2.0% 18.0% 21.0% 11.7% 0%
Australia 1.6% 2.4% 14.1% 3.3% -0.7% 4.7% 13.7% 7.4%

Canada | -2.1% 1.7% 8.6% 2.3% -1.0% 5.6% 12.3% 5.7% 5%

Emerging Markets
Emerging| 5.0% 7.5% 12.5% -5.1% 6.2% 11.0% 15.5% -1.6% 10%
- 0

Asia | 7.4% 11.0%  15.1%  -5.5% 8.2% 14.2%  17.5%  -2.2% 3 Month YTD 1 Year 3 Year

Latin America | -12.2% -15.7% -5.6% 0.9% -4.1% -6.2% 5.4% 2.7%

EMEA | 1.6% 2.7% 9.3% -6.8% 0.9% 4.0% 10.2%  -0.6%
Annualized if greater than one year

B USA (Allcap) B World x-USA B Emerging

Foreign Exchange Rate History (Bloomberg)

Developed Currency Value Emerging Currency Value Changes
Current | Change (Foreign Currency versus $) Changes

6/30/2024 level |3Month YTD  1Vear 3Vear || °° 3%
Developed 0%
Euro(€)| 107 | -0.7%  -3.0% -18%  -3.3% 0% 5%

British Pound (£) 1.26 0.2% -0.7% -0.5% -2.9%
Japanese Yen (¥)| 161 | -5.9% -123% -10.3% -11.6% || % 0%
Canadian Dollar (C$)| 1.37 -1.0% -3.2% -3.2% -3.2% -15%

Emerging -10% 20%

Chinese Renminbi (CNY)| 7.27 | -0.6%  -2.3%  -02% -11.1%
Korean Won (KRW)| 1376 | -2.2%  -6.2%  -4.3%  -182% | | "15%
3 Month YTD 1 Year 3 Year
Brazilian Real (BRL)| 5.59 -10.4% -13.3% -14.4% -11.2% - - - -
| | B HYy B CNY KRW BRL ZAR
South African Rand (ZAR)| 1819 | 4.1%  09%  3.6%  -21.5% € «

Annualized if greater than one year

-25%

3 Month YTD 1Year 3 Year
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US Fixed Income and Fed Commentary

¢ Yields in the Treasury market moved during the second quarter much as they did in the first — rising
rather sharply at all maturities. Because bond prices move inversely with yields, this increase in the
Treasury yield curve produced price declines, with longer-maturity bonds suffering more than
shorter-term instruments. A few years ago, this would have produced substantial losses to investment-
grade bonds. However, because interest rates and yields are much higher these days, interest income
on many short and intermediate bonds is sufficient to offset the price declines. Only on longer-term
bonds was the total return negative during the quarter.

+ The Federal Reserve’s Open Market Committee (FOMC) held two policy meetings during the second
quarter — early May and mid-June. As expected, the FOMC did not change policy, keeping the Fed
Funds rate unchanged at a range of 5.25%-5.50%. Although they have not changed the policy rate
since the last increase at their July 2023 meeting, the Fed’s balance sheet continued to shrink. They are
maintaining a stance of letting bond holdings “roll off”, which means that proceeds from maturing
securities are not reinvested in new bond purchases. The Fed’s total assets are now lower than they
were more than 3 years ago at the end of 2020.

% Market expectations continue to show the Fed cutting interest rates at least once before the end of this
year. This is despite the Fed’s preferred inflation measure (PCE deflator) plateauing around 2.5%,
still above their target of 2% annual inflation.

FOMC Fed Funds Rate Projections as of June 2024 Meeting
Forward Fed Funds
Current Dec-24 Dec-25 Dec-26 Dec-26 Long Run 6%
Lower 5.33% 4.90% 3.90% 2.90% 2.90% 2.50%
Median 5.33% 5.10% 4.10% 3.10% 3.10% 2.80%
Upper 5.33% 5.40% 4.40% 3.60% 3.60% 3.50% 5%
Market Implied Fed Funds Rate as of Jul 01, 2024 4%
Current 6 Month 1Year 2Year 3Year 4Year 5Year
5.33% 5.10% 4.66% 4.01% 3.66% 3.47% 3.37%
3%
Notes
Upper and lower bands show central tendency for FOMC projections. 2% N N N N
Market implied Fed Funds rates are risk adjusted. ° 1 2 a 5
Years
—o— Risk Adjusted Market Forwards —e— Median FOMC Estimate
US Bond Yield and Spread History (Bloomberg) US Bond Market Yield Changes
Current Change Through June 2024 2.0%
Level 3 Month YTD 1Year 3 Year
US Treasury 3.0%
Short| 4.63% 0.11% 0.49% -0.05% 4.19%
Intermediate|  4.36% 0.16% 0.50% 0.39% 3.16% 2.0%
Long| 4.61% 0.19% 0.48% 0.64% 2.59%
US High Yield 1.0%
Yield| 7.91% 0.24% 0.31% -0.59% 4.16% 0.0%
Spread 3.11% 0.08% -0.12% -0.81% 0.44%
Tax-Exempt Muni. -1.0%
Short| 3.15% 0.21% 0.66% 0.23% 2.82% 3 Month YTD 1Year 3 Year
Intermediate|  3.21% 0.28% 0.59% 0.23% 2.39% BshortTsy MintTsy MiongTsy MHighYield MShortMuni MintMuni B Long Muni
Long| 3.72% 0.13% 0.36% 0.08% 2.39%
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