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HYASGROUP FIRST QUARTER 2023 MARKETS AND ECONOMIC UPDATE

GLOBAL ECONOMIC LANDSCAPE

» Following seven rate hikes in 2022, the Federal Open Markets Committee raised rates by a total of 0.50% in 1Q23 (0.25% in February and
0.25% again in March) while continuing its monetary tightening program. Together with more restrictive lending standards from banks, these
monetary effects tighten financial conditions and threaten to slow economic activity'.

» Global markets have been faced with divergent central bank policies. On the contractionary side, the Federal Reserve and the European
Central Bank (ECB) have embarked on aggressive tightening campaigns, seeking to curb inflationary pressures. Since February 2022, the Fed
has unwound about $530 billion of its balance sheet assets (a -6% change), while the ECB has unwound $1.6 trillion of its balance sheet assets
(a -16% change). However, the Bank of Japan (BoJ) and People’s Bank of China’s (PBoC) vigorous asset purchases have largely offset these
actions. The PBOC added ~$600 billion to its balance sheet (a +11% change) from October to December 2022, responding to the economic
implications of lockdowns. The BoJ, hoping to maintain its yield curve control policy, bought $850 billion worth of assets (a +18% change) from
October 2022 to February 20232,

» European headline inflation declined substantially during the first quarter of 2023. Welcome as this development may appear, much of it was
due to declining energy prices while core inflation in areas like services and food remain high. Wages, which typically lag, are showing signs of
rising. The overall composition and direction of inflation indicates its potential to stay higher for longer, reducing the probability for central
bank policy easing®.

» China’s property sector accounts for $4.5 trillion of the country’s GDP (versus $3.4 trillion for the United States). After 17 months of decline due
to the combination of quarantine and policy tightening, property prices increased by 0.3% in February 2023. Continued demand growth here
may support commodity prices, considering that the country accounts for nearly half of the global demand for iron ore, aluminum, copper,
nickel, zinc, and steel”.

» The US Banking system exhibited increasing funding pressure as yields on bank deposits struggled to compete with those of money market
funds. In the first quarter of 2023, money market assets exceeded deposits of all domestically chartered banks for the first time since 2021 and
by a substantial margin. This may place continued earnings stress on bank stocks, which in turn have been shown to be leading economic
indicators®.

' Source: Morgan Stanley, Portfolio Construction and Cross-Asset Strategy, April 4, 2023

?Source: Morgan Stanley, Topics in Portfolio Construction, March 14, 2023

3 Source: Morgan Stanley, Euro Inflation Watch, March 31, 2023

“Source: Morgan Stanley, China's Reopening and Property Sector Improvement Are Key to Commodity Demand, April 5, 2023
> Source: Morgan Stanley, Weekly Warm-up: April 3, 2023



FIXED INCOME MARKETS®

» Bond market performance was broadly positive in 1Q23, with most bond sectors positing returns of low- to mid-single digits. Longer-term
bonds were among the highest performs as rates fell on the expectation of an earlier end to the Federal Reserve’s rate-hiking cycle. The thirty-
year Treasury for example returned 5.99% versus 2.96% for the US Aggregate Bond Market.

» Yields across the US Treasury curve declined in largely parallel fashion in 1Q23, dropping from 0.3% to 0.4% for Treasurys maturing two-years
and beyond. Only the very front-end of the yield curve increased during the quarter, with 3-month and one-year Treasury bills eclipsing year-
end levels by smaller margins.

v 1Q23’s general decline in yields notwithstanding, a broad range of fixed income indices ended the quarter at the upper end of their ten-year
range, contrasting the more recent rate environment with the low-rate regime of the prior decade. While yields in most fixed income sectors
stood between 1.5% to 3.5% above their trailing ten-year median, leveraged loans were notably higher, ending the quarter at 11.3% versus a
median of 5.7%, suggesting a higher degree of market apprehension being priced into this sector.

v Credit spreads on US High Yield bonds continued to appear range-bound, ending the quarter at 4.99% versus a long-term average of 5.66%.
Default rates ended the quarter below long-term averages as well but continued their upward trend. Although market commentators have
communicated concern about how this sector may fare during a downturn, credit spreads are not yet at levels typically consistent with
recessions.

EQUITY MARKETS

» By the end of 1Q23, equity indices improved, the growth style outperformed value, large-cap beat mid- and small-cap stocks, and information
technology was the strongest performing sector. Interestingly, a smaller portion of the constituents of the S&P 500 Index outperformed it than
in the preceding quarter, indicating a decline in market breadth’.

» The US equity risk premium (ERP), computed as the difference between the S&P 500’s trailing earnings yield and the US 10-year Treasury yield,
provides a proxy for how much equity investors may expect to receive in compensation for their additional risk versus bonds. A review of data
since the early 1900s indicates that investors do not appear to be adequately compensated for assuming equity risk versus Treasurys. In fact,
over the 120-year history, the ERP has rarely been lower than where it is today (excluding the unique periods of high Treasury yields in the 1970s
to 1990s)%.

¢ Source: JP Morgan Guide to the Markets, 202023
" Source: Morgan Stanley, Portfolio Construction and Cross-Asset Strategy, April 4, 2023
® Source: Morgan Stanley, Topics in Portfolio Construction, March 14, 2023



» The MSCI Emerging Markets Index entered a bull market (up 20% from its trough) in mid-January. Features such as stabilization in earnings
estimate revisions, fund flows showing relative strength, and China’s re-opening bringing high savings amounts to markets support the view
that Emerging Market Equities may have additional upside’.

» The US Technology sector posted strong returns relative to the S&P 500 Index for 1Q23. This strong outperformance, in the context of
increasing economic pessimism, has prompted the question of if the sector may be counted as defensive one alongside others that are typically
categorized as such (for example Consumer Staples, Healthcare, and Utilities). Research indicates however, that Technology tends to perform
strongly versus the broader market, including its defensive sectors, when US Bank Reserves are increasing, as has been the case towards the
end of the quarter, suggesting that Technology’s recent outperformance is more a product of liquidity rather than economic durability™°.

ALTERNATIVE INVESTMENTS"

v With property prices posting negative year-over-year comparisons and the office vacancy rate nearing a 20-year high, the commercial real
estate (CRE) market may be vulnerable to adverse developments in interest rates or bank lending. More than half of the nearly $2.9 trillion in
CRE mortgages will be up for refinancing in the next 24 months, and regional banks account for 70% to 80% of the loans. Even if current rates
stay flat, the new lending rates may well be higher. For building owners themselves, secular headwinds from the embrace of remote/hybrid
work options pose additional complications that may accelerate CRE markdowns.

» The collapse of Silicon Valley Bank puts the spotlight on venture capital (VC) appearing over-valued and exposed to liquidity shortages. At
current burn rates, it is estimated that the median VC-backed company will run out of cash in the second half of this year. Limited partners,
(that is, the funds’ investors), face more than $500 billion of capital calls at a time when many portfolios have been marked only modestly
lower. The impact of the potential collision of a need for cash versus a dearth of attractive value opportunities could be economically
significant. VC-backed companies employ upward of five million workers and drive revenue in important public companies.

» The Private Equity industry sits on roughly $2.3 trillion of so-called “dry powder” and can certainly insert itself right now as an opportunistic
provider of capital for new vintage funds. However, investments made during the past two years face valuation markdowns and may
themselves need capital that has been previously provided through other funding channels. But with unfunded capital calls still in front of many
asset allocators and recent distributions scant, the fundraising environment could get tougher. Prior cycles have had 50% peak-to-trough
declines in new capital raised.

? Source: Morgan Stanley, Asia EM Equity Strategy, April 6, 2023
0 Source: Morgan Stanley, From the Director of Global Research, Charts That Caught My Eye, April 4, 2023
" Source: Morgan Stanley, Global Investment Committee Weekly, April 3, 2023



Disclosure:

The views and opinions expressed in this commentary are those of the portfolio manager at the time of this writing and do not necessarily represent
those of Hyas Group, Morgan Stanley, its affiliates or its other employees. Of course, these views may change without notice in response to
changing circumstances and market conditions. Furthermore, this commentary contains forward-looking statements and there can be no
guarantee that they will come to pass. Historical data shown represents past performance and does not guarantee comparable future results. The
information and statistical data contained herein have been obtained from sources that are believed to be reliable but in no way are guaranteed
by Hyas Group as to accuracy or completeness.

It is not an offer to buy or sell or a solicitation of any offer to buy or sell any security or other financial instrument or to participate in any trading
strategy. This material does not provide individually tailored investment advice and has been prepared without regard to the individual financial
circumstances and objectives of persons who receive it.

Indices are unmanaged. An investor cannot invest directly in an index. They are shown for illustrative purposes only and do not represent the
performance of any specific investment. Index returns include the reinvestment of all dividends, but do not reflect the payment of transaction costs,
advisory fees or expenses that are associated with an investment. The indices selected by Hyas Group to measure performance are representative
of broad asset classes. Hyas Group retains the right to change representative indices at any time. Performance of indices may be more or less
volatile than any investment product. The risk of loss in value of a specific investment is not the same as the risk of loss in a broad market index.
Therefore, the historical returns of an index will not be the same as the historical returns of a particular investment selected by a client. Past
performance does not guarantee future results.
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1Q2023 Economic Data
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Labor Market Statistics (Monthly) Other Prices and Indexes (Monthly)
Category Recent | 5-Yr High 5-YrLow 5-YrAvg. Date Category Recent | 5-Yr High 5-YrLow % Off Peak Date
Jobs Added/Lost Monthly 236,000 | 4,505,000 -20,493,000 112,333 Mar-23 Gas: Price per Gallon $3.40 $4.84 $1.80 -29.7% Mar-23
Unemployment Rate 3.5% 14.7% 3.4% 4.9% Mar-23 Spot Ol $73.28 $114.84 $16.55 -36.2% Mar-23
Median Unemployment Length (Weeks) 9.6 22.2 4.0 11 Mar-23 Case-Shiller Home Price Index 300.4 316.2 208.7 43.9%* Jan-23
Average Hourly Earnings $33.18 $33.18 $26.89 $29.77 Mar-23 Medical Care CPI 547.0 557.4 483.5 13.1%* Mar-23

Source: Federal Reserve Bank of St. Louis and Bureau of Labor Statistics *% Off Low Morningstar data as of 3/31/2023



1Q2023 Bond Market Data

Index QTR YTD 1yr. 3yrs. Syrs. 10yrs. .
- J J J )' US Treasury Yield Curve
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Bloomberg Emerging Market 2.15% 2.15% -4.64% 0.06% 0.31% 2.07% Source: Department of US Treasury
Source: Morningstar
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1Q2023 US Equity Market Data

Sectors Weights/Returns (ranked by quarter performance) Index Performance Data
Wgt.  Sector QTR YTD 1yr. Annualized
26%  Information Technology 21.82% 21.82% -4.55% Index QTR YTD Tyr. 3yrs. Syrs. 10 yrs.
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1Q2023 International Market Data

Index Performance Data (net)
Index (USS$)
MSCI ACWI ex-US
MSCI EAFE
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Japan
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Top 10 Countries (MSCI AC World ex-USA)
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Historical Market Returns
Ranked by Performance

2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021
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Markets
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Source: Morningstar; Core Real Estate Source: NCREIF



