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Key Takeaways

September’s widely anticipated Federal
Open Market Committee (FOMC)
meeting concluded with a 50-basis
point (bps) rate cut and an updated,
more “dovish” outlook for the path of
future rate cuts.

The FOMC shifted its characterization
of both the labor market (“job gains
have slowed”) and inflation (“made
further progress”), overall suggesting a
more balanced approach to the Federal
Reserve’s dual mandate compared to
its prior focus on price stability.

The FOMC'’s “dot plot” of future rate
expectations was revised to reflect
further rate cuts through both the
remainder of this year and 2025.

Consumers have slowed down their
spending in the current rate and
inflation environment. More Americans
are refinancing their homes due to
falling mortgage rates.
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The FOMC reduced the fed funds rate by 50 bps at its September meeting.

The committee revised the target range for the benchmark federal funds rate to a range of 4.75%-5.00%
in its first rate cut in over four years.

The FOMC set forth a more aggressive path of policy easing going forward.

The committee stated that risks to achieving employment and inflation goals are “roughly in balance.”
However, Fed Chairman Powell stressed that “no one should look at 50 bps as the new pace.”

Inflation has been on the decline.

Core personal consumption expenditures (PCE) — the Fed’s preferred inflation indicator — rose 2.7%
year-over-year (YoY) in August 2024, which is down from 3.8% in August 2023.

GDP continues to point to the strength of the economy.

Q2 2024 gross domestic product (GDP) was reported at 3.0%, well above the market consensus of 2.0%,
indicating the health of the U.S’s overall economy.

Narrower interest rate differentials will weigh on the USD.

The interest rate advantage of the USD vs. developed economy currencies is projected to narrow or
disappear altogether, and is expected to put downward pressure on the USD.

The prospect of lower rates in 2024 boosts fixed income performance.

The shift in market expectations for interest rates helped government bonds perform strongly. Credit
performance also benefitted, with both investment-grade (IG) and high-yield (HY) credit spreads ending
Q3 2024 marginally tighter.
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Unemployment: Declining as Job Growth Continues

In Q3 2024, the average number of jobs grew by approximately 186,000 per month. The unemployment rate rose then fell, from 4.1% at the end of June
t0 4.3% in July and back to 4.1% at the end of September. As measured in August, there continue to be more jobs available (~8.0 million) than
unemployed Americans (~7.1 million). The number of unemployed Americans dipped in September to ~6.8 million.
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Consumption: Continued Flattening of Consumer Spending

Retail sales, excluding vehicles, have remained relatively flat from Q2 2024 to Q3 2024, as consumers have slowed down on their spendingin
the current rate and inflation environment. Vehicle sales have continued to oscillate each month.
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Inflation: On the Decline Core PCE

Core PCE ececee FED AIT* Average Hourly Earnings

Inflation has slowly trended downward with the 9.0
September 2024 consumer price index (CPI) 8.0
dipping to 2.4% YoY. Core PCE —the Fed’s preferred 7.0
inflation indicator —rose to 2.7% YoY in August 80
2024, which is down from 3.8% in August 2023. § 20
In addition to market forecasts, the Fed continues : 22 e
to reiterate that it expects inflation to decline into 2.0 i;
2025. 1.0
0.0
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CPI Breakdown (MoM Change)**

Commodities Less el Gl Medical Care Services Less Shelter Medical Care Education and
Food and Energy

Food Away Gasoline Natural Gas All Items Less
Commodities Energy Communication

from Home Energy (All Types) Electricity (Piped) Food and Energy

All Items Food Food at Home

3.60%

1.80% -1.30%

3.70%

Sep-24 2.30%

2.40%

Aug-24  2.50% 2.10% 0.90% 4.00% -4.00% 3.90% 0.30% -1.20% 3.20% 1.00%

Jul-24  2.90% 2.20% 1.10% 4.10% 1.10% 0.20% -1.00% 3.30% 0.90%
Jun-24  3.00% 2.20% 1.10% 4.10% 1.00% -2.50% 0.80% -0.90% 3.30% 0.70%
May-24  3.30% 2.10% 1.00% 4.00% 3.70% 2.20% 0.20% 3.40% -1.70% 0.80% -0.80% 3.10% 0.50%
Apr-24  3.40% 2.20% 1.10% 4.10% 2.60% 1.20% -1.90% 3.60% -1.30% 1.30% -0.40% 2.70% 0.40%
Mar-24  3.50% 2.20% 1.20% 4.20% 2.10% 1.30% -3.20% 3.80% -0.70% 0.40% -0.10% 2.10% 0.20%
Feb-24  3.20% 2.20% 1.00% 4.50% -1.90% -3.90% 3.60% -8.80% 3.80% -0.30% 0.00% 0.40% 1.10% 0.40%
Jan-24  3.10% 2.60% 1.20% -4.60% -6.40% 3.80% 3.90% -0.30% 0.10% 0.70% 0.60% 0.00%
Dec-23  3.40% 2.70% 1.30% -2.00% -1.90% 3.30% 3.90% 0.20% 1.00% 1.00% -0.50% -0.10%
Nov-23  3.10% 2.90% 1.70% -5.40% -8.90% 3.40% 4.00% 0.00% 1.10% 1.30% -0.90% -0.10%
Oct-23  3.20% 3.30% 2.10% -4.50% -5.30% 2.40% 4.00% 0.10% 2.60% 1.90% -2.00% 0.90%

S"b I\Allsa?_ﬁat Source: Bloomberg, US Byreau of Labor anvd Statistics.and SVB Asset .Management. Data as of 10/10/2024. *Fed AIT.is average inflation targeting.
gement  The cri measures the weighted average price change in the prices paid by consumers for household goods and services. **Month-over-month. QUARTERLY ECONOMIC REPORT | #1024-0139TD-093025 7



Housing Market

Housing: Sales Slump as
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B USi n eSS O ut I OO k: Business Confidence Index (BCI)

Contracting

USBCI| eeeceece Average

103
Business sentiment took a dip further below 102
average in Q3 2024, after months of flattening. 101
Institute for Supply Management (ISM) data has 100 eecccccccesfecccccanns
indicated, however, that US services have been 99
strengthening due to increased orders, even as 98
manufacturing continues to contractin the face of 97
weakening demand. 96
95
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Source: Bloomberg, Organization for Economic Co-operation and Development (OECD, 2022) and BCI (indicator). Updated 10/07/2024. Heatmap colors
ASSet are based on the indices and time periods shown and summarize business plans for economic activities. For the Fed surveys, the number represents

Management business sentiment, with the higher number representing higher business sentiment. For ISM indices, the neutral number is usually 50. =50, the QUARTERLY ECONOMIC REPORT | #1024-0139TD-093025
economy is likely to expand; <50, the economy is likely to contract.
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The Yen Carry Trade Unwind Came Quickly, But Positions Are Slowly Being Reinitiated

Triggered by renewed expectations of outsized rate hikes by the Bank of Japan, investors exited yen-funded carry trades, resulting in a financial whiplash that
impacted risk assets across the globe. In recent weeks, however, carry trades are gradually being put back on.

Yen surged as a result of carry trade liquidations Yen positioning by speculative funds once again turning
Number of Yen Per USD 20.000 @ Change in Net Yen Futures Open Interest
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Narrower Interest Rate Differentials Will Weigh on USD

With markets pricing in multiple rate cuts through 2025, the interest rate advantage of the US vs. developed economy currencies is projected to harrow or
disappear altogether, and this is expected to put downward pressure on the USD.

The USD has tracked US yields in the post-COVID era Current vs. projected US policy rate advantage
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Percent

Short-End Interest Rates

The Fed catches up to global central banks with their first rate cut since 2020. @ 022023 The Fed delivered its first pause in
rate hikes for the cycle. Inflation materially
improved, and the Fed cited the “lag effect” of

e -Year UST Yield* a2 -Year UST Yield e Fed Funds Midpoint the rate hikes’ impact on the economy.
5.50
5.95 . Q3 2023: The Fed paused again in September
’ | 4.88 as economic projections improved for 2023
5.00 : and 2024. The Fed stated that it expected one
4.75 more hike in 2023, but market odds reflected
4.50 that the rate hikes may be finished.
4.25 4.01 . Q4 2023: Any expectations for further rate
4.00 hikes were eliminated as the Fed pointed to
3.75 3.64 accelerating disinflation. Rate cut timing was
3.50 pulled forward, with the Fed potentially
: delivering the first cut during the first half of
3.25 2024.
3.00
2.75 . Q1 2024: Persistent, higher-than-expected
5 inflation pushed the timing of Fed rate cuts
-50 into mid-2024 as market pricing reduced rate
2.25 cuts from six to less than three for the year.
2.00 The dot plot reiterated the Fed stance for
three cuts in 2024.
1.75
1.50 . Q2 2024: Elevated growth and stubborn
1.25 inflation forced the Fed to revise rate cut
1.00 timing to late 2024 and drop the cut count to
one for this year. The holding pattern persists,

0.75 but the quantity of easing expected through

0.50 2026 remains unchanged.

0.25

0.00 . Q3 2024: Weaker employment data drove
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Economic Forecasts

United States

Change in Real GDP 2.6% 1.8% 2.0%
Core PCE 2.7% 2.2% 2.1%
Unemployment Rate 4.1% 4.4% 4.3%

UnitedKingdom
Change in Real GDP 1.1% 1.4% 1.5%
CPI 2.6% 2.3% 2.0%
Unemployment Rate 4.3% 4.4% 4.5%

Change in Real GDP 0.7% 1.3% 1.5%
CPI 2.4% 2.1% 2.0%
Unemployment Rate 6.5% 6.6% 6.3%
Change in Real GDP 0.0% 1.2% 0.9%
CPI 2.5% 2.0% 1.6%
Unemployment Rate 2.5% 2.5% 2.3%
Change in Real GDP 4.8% 4.5% 4.2%
CPI 0.5% 1.4% 1.6%
Unemployment Rate 5.2% 5.1% 5.0%

svb) fis
Managemen‘t Source: Bloomberg. Data as of 09/30/2024.
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Global Central Bank Expectations

Global central bank expectations point to lower yields as we head into 2025, with Asia moderately rising over time.

Global Central Bank Rate Expectations

uSD EUR GBP JPY CNY
5.25

4.25

3.25

2.25

1.25

Expected Central Bank Rate (%)

0.25

-0.75
Sep-24 Dec-24 Mar-25 Jun-25 Sep-25 Dec-25 Mar-26 Jun-26 Sep-26
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|G Corporates: New Issue Update

Gross issuance of USD IG bonds reached a historical record for the month of September ($200B), as issuers continued to pre-fund ahead of potential
market volatility from elections and a pivotal Fed decision, as well as take advantage of enticing funding levels. July and August also saw strong issuance as
issuers pulled forward funding in an effort to de-risk ahead of political uncertainty and softening economic data. After three quarters, 2024 year-to-date
(YTD) gross IG issuance has already exceeded the totalin 2023 and in 2022, and full-year numbers are likely to approach the second-highest annual record
achieved in 2021. October and the rest of Q4 should see more subdued activity due to earnings blackout and pre-funding completion by many issuers,
though market volatility around elections could prompt banks with broker-dealers to increase wholesale funding needs.

US IG Corporate New-Issue Volume
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Source: Bloomberg Fixed Income Indices and Barclays Research. Data as of 09/30/2024. Past performance is not a guarantee of future results.
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Credit Metrics Remain

S&P 500 EBITDA Margin

B September 2023 B September 2024
45
. . 30.7 331 30.9
Stable as Refinancing
25 ‘ 189 182 462 163 149 16.7
Costs TurnL I e
OS1S Iurn Lower s Bl Bl s B
Aggregate high quality corporate credit metrics 15 . ‘ . N

R N . . Energy Materials Industrials  Consumer  Consumer Health Care Information  Telecom Utilities
remain sound with EBITDA* margins holdlng near Discretionary  Staples Technology  Services
historical highs across various sectors, despite
weakening pricing power in a disinflationary S&P 500 Leverage and Debt Coverage
environment. e=—=Debt /EBITDA == FCF/Debt**
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growth, while the notably higher levels of buybacks in ki
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S"b Asset Source: Bloomberg. Data as of 09/30/2024. * Earnings before interest, taxes, depreciation, and amortization. ** Free cash flow.
Managemen‘t TAverage USD (Millions) for Dividends, Average USD (Millions Per Share) for Capex and Average USD per share for Buybacks. QUARTERLY ECONOMIC REPORT | #1024-0139TD-093025 19



|G Corporates: Spread and Sector Performance

Since the sharp downdraft and sell-off of risk assets in August due to hawkish actions by the Bank of Japan, aggregate |G corporate spreads have re-
tightened near the two-year lows reached in late spring of this year. Financials and utilities remain the largest outperformers YTD, as fears from the 2023
regional banking crisis and Credit Suisse failure have receded from the minds of investors, recession and commercial real estate (CRE) concerns remain
kept at bay, and financing costs have begun to ease. Despite the compression, financials continue to trade cheap to industrials relative to 2019, when the
basis between the two was close to zero. The heavy supply headwinds of September are expected to ease in October and the rest of Q4, due to earnings
blackout and prior pull-forward of funding needs.

US IG Corporate Bond Indices — Spreads to US Treasury

200
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Market Sector Performance

The third quarter ended with strong returns across major asset classes, despite some market volatility. Stocks dropped mid-quarter due to mixed US data
and low summer trading volumes. However, the Fed started cutting rates, Japan took a less aggressive approach to monetary policy, and China introduced
new stimulus measures. These factors reassured investors and led to a strong stock market rally by the end of the quarter. Fixed income markets also

benefited from the prospect of lower rates, with both government bonds and credit performing well.
A

2024YTD

Biotech Biotech Crude Oil Biotech US Treasury Tech IPO Index Crude Oil Crude Oil Tech Tech
43.24% 13.09% 45.03% 43.85% 0.86% 45.97% 109.60% 55.01% 6.71% 52.75% 27.21%

Tech Tech High Yield Tech US Aggregate Crude Oil Biotech Tech High Yield IPO Index S&P 500
14.23% 3.23% 17.13% 39.65% 0.01% 34.46% 48.10% 28.73% -11.19% 50.90% 22.08%

S&P 500 S&P 500 Tech IPO Index High Yield IPO Index Tech S&P 500 US Treasury S&P 500 IPO Index
13.69% 1.38% 12.27% 35.75% -2.08% 33.87% 42.64% 28.71% -12.46% 26.29% 13.59%

US Treasury S&P 500 S&P 500 Biotech S&P 500
0.84% 11.96% 21.83% 32.34% 18.40%

High Yield US Aggregate High Yield Biotech
5.28% -13.01% 13.45% 10.97%

IPO Index US Aggregate Crude Oil S&P 500 S&P 500 High Yield
7.17% 0.55% 12.47% -4.38% 31.49% 8.00%

US Aggregate US Aggregate High Yield Tech US Treasury US Aggregate S&P 500 Biotech
5.97% 2.65% 7.50% -6.02% 8.00% -1.54% -18.11% 7.76%

Asset Class Returns

US Treasury High Yield US Treasury Biotech High Yield US Aggregate US Treasury Biotech US Aggregate US Aggregate
5.05% -4.47% 1.04% -14.99% 14.32% 7.51% -2.32% -25.62% 5.53% 4.45%

High Yield IPO Index IPO Index US Aggregate IPO Index US Aggregate High Yield IPO Index Tech US Treasury US Treasury
2.45% -7.98% -0.51% 3.54% -17.53% 8.72% 7.11% -9.89% -30.29% 4.05% 3.84%

Crude Oil Crude Oil Biotech US Treasury Crude Oil US Treasury Crude Oil Biotech IPO Index Crude Oil Crude Oil

-45.87% -30.47% -15.61% 2.31% -24.84% 6.86% -20.54% -20.38% -57.06% -10.73% -4.86%

All returns above are on a total return basis. 2024 returns are on an aggregate basis through 09/30/2024. US Aggregate refers to Bloomberg Barclays Aggregate Bond Index. US Treasury refers to the US Treasury allocation of the
Bloomberg Barclays Aggregate Bond Index. US IG Corporate refers to the |G Corporate allocation of the Bloomberg Barclays Aggregate Bond Index. High Yield refers to the US Corporate High-Yield Bloomberg Index. Crude Oil refers
to the Spot West Texas Intermediate Crude Oil — Bloomberg-sourced. S&P 500 refers to the S&P 500 Total Return Index. Tech refers to the S&P Global 1200 Information Technology Index. Biotech refers to the S&P Biotechnology
Select Industry Index. IPO Index refers to the Renaissance IPO Index.
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Bond Market

2024 YTD Bond Performance
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Global and
Domestic Yields

US and global fixed income yields concluded the third quarter below
their yearly averages. In the US, this drop was prompted by the Fed’s
long-awaited rate-cutting cycle, which began with a 50 bps
reduction. Likewise, other major central banks — such as the Bank
of England, the European Central Bank and the Bank of Canada —
have either initiated their own rate cuts or continued to lower rates.
The Bank of Japan stood out as the exception, choosing to raise
interest rates instead.

Broad Fixed Income Yields
® Average M Current

Yields Across the Globe
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Daily yields from 09/30/2023 to 09/30/2024. Sources: Bloomberg and ICE BofA Indices. Indices are unmanaged and cannot be invested in directly.
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Quarterly Credit and Duration Performance Stratification

Long-duration credit outperformed its short-duration counterpart following the Fed’s decision to cut interest rates. This led to a
decrease in both long-term and short-term yields, which boosted bond prices and resulted in strong returns for IG long-duration
bonds.

Corporate Credit

Duration

AAA

7.09%

US Treasuries

Duration

Treasury 2.83% 3.26% 3.60% 4.06%

Percentages in table represent total return. Red cells indicate the lowest returns, and green cells indicate the highest returns.
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Global Equity Performance

Global equities rose in the third quarter, despite several bouts of volatility. Emerging markets shined, showing strong
performance, bolstered by new stimulus measures announced in China.

YTD 2024
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US Equity Sector Performance

The S&P 500 index YTD achieved a 22.08% return boosted by a stabilizing economy, disinflation trends, and easing monetary policy. Nine of the
index’s 11 sectors showed strong performance in the third quarter. Utilities was the top performer with a 19.4% increase, closely followed by

the real estate sector.

Index Weight 3.3% 31.7% 8.9% 11.6% 10.1% 5.9% 2.2% 12.9% 8.5% 2.3% 2.5%
25.0%
20.0% 19.4%
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« . 0
(2]
o 5.0%
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0.0% — Il
-2.3%
-5.0%
Energy Information Communication Healthcare Consumer Consumer Materials Financials Industrials Real Estate Utilities
Technology Services Discretionary Staples
svb) fisset - -
Source: Bloomberg. Represents total return of S&P 500 sectors for Q3 2024. Sector weights as of 09/30/2024. Indices are unmanaged and cannot
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Disclosure

This material, including without limitation the statistical information herein, is provided for informational purposes only. The material is based in part upon information from third-party sources that
we believe to be reliable, but which has not been independently verified by us and, as such, we do not represent that the information is accurate or complete, and it should not be relied upon as
such. This information should not be viewed as tax, investment, legal or other advice, nor is it to be relied on in making an investment or other decision. You should obtain relevant and specific
professional advice before making any investment decision. Nothing relating to the material should be construed as a solicitation, offer or recommendation to acquire or dispose of any investment
or to engage in any other transaction.

Foreign exchange transactions can be highly risky, and losses may occur in short periods of time if there is an adverse movement of exchange rates. Exchange rates can be highly volatile and are
impacted by numerous economic, political and social factors as well as supply and demand and governmental intervention, control and adjustments. Investments in financial instruments carry
significant risk, including the possible loss of the principal amount invested. Before entering any foreign exchange transaction, you should obtain advice from your own tax, financial, legal,
accounting, and other advisors and only make investment decisions on the basis of your own objectives, experience and resources.

Views expressed are as of the date of this report and subject to change. None of this material, nor its content, nor any copy of it, may be altered in any way, copied, transmitted or distributed to
any other party, without the prior express written permission of SVB Asset Management.

SVB Asset Management is an investment advisor registered with the US Securities and Exchange Commission (SEC). Registration with the SEC does not in any way constitute an endorsement by
the SEC of an investment advisor’s skill or expertise. Moreover, registration does not imply that an investment advisor has achieved a certain level of skill, competency, sophistication, expertise or

training in providing advisory services to its clients. For institutional purposes only.

For Global Investment Performance Standards (GIPS®) Composite Reports for SVB Asset Management’s strategies, please click here or contact the Liquidity Account Management team via email
at liguidityaccountmanagement@svb.com.

Investment products and services offered by SVB Asset Management:

Are not insured by the FDIC or any Are not deposits of or

other federal government agency guaranteed by a bank May lose value

© 2024 First-Citizens Bank & Trust Company. SVB Asset Management is a wholly owned, non-bank subsidiary of Silicon Valley Bank, a division of First-Citizens Bank & Trust Company.
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