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This report features world capital market
performance and a timeline of events
for the past quarter. It begins with a
global overview, then features the
returns of stock and bond asset classes
in the US and international markets. The
report concludes with a quarterly topic.
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Quarterly Market Commentary

Third Quarter 2023 — October 18, 2023

Maybe that adage about things turning
on a dime should be adjusted for
inflation along with everything else
these days. Because, at least where
the market is concerned, it seems
every quarter can turn on you.

As we reported last July, there had
been plenty of news that could have
dampened year-to-date returns at the
time. And yet, most disciplined
investors had instead been richly
rewarded for sticking with their
appropriate investment allocations
while most markets fueled
“surprisingly strong growth.”

In many respects, market conditions
haven’t changed all that much since
then. We're still grappling with
economic concerns over interest rates,
inflation, and recessionary conditions.
U.S. government showdowns
continue to loom large, as does an
array of ongoing global threats. The
price of oil is still problematic. Student
loans and union unrest remain
unsettled.

So, why the turn of returns? Third
quarter results didn’'t exactly take a
nosedive; many returns remained
positive year-to-date. But comparing
recent results to the growth spurt just
prior, analysts have been describing
current market conditions with words like
“plunting,” “sputters,” “retrenchment,”
“run out of steam,” and “sideways
performance.”

Should we get out our umbrellas?
Essentially, there are two paths we
could take.

Phone: 612-230-3700

I 500 Washington Avenue South, Suite 4400 |

We could react to the latest forecasts:
Many third-quarter forecasts are
calling for rain. Following suit,
investors who become lulled by the
drumbeat of quarter-end sentiments
tend to ask predictive questions: What
if worse does come to worst? What if it
doesn’t? Which “experts” are reading
the right tea leaves?

Unfortunately, only hindsight offers
dependable answers to these sorts of
guestions, long after the information
would be useful to trade on. This is
why true experts warn us against
getting mired in market moods:

“Perhaps the thing that ‘expertise’ or
40 years of studying something really
can certify is when | don’t know, but |
know for sure nobody else does either!
So, buckle your seatbelt and brace
yourself for uncertainty.”

— John Cochrane, The Grumpy
Economist

“There are more ways to arrange a
52-card deck than there are atoms on
Earth, which means that every time
you shuffle a deck of cards, the same
order of cards has probably never
been seen in human history and may
never be seen again.

Note to self: The global economy has
many more than 52 variables.”

— Bob Seawright, The Better Letter

‘I am here today to cross the swamp,
not to fight all the alligators.”

— Rosamund Stone Zander,
The Art of Possibility

Minneapolis, MN 55415 |
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We could keep our eye on our
destination, rather than tangle with
current events. None of us can
possibly know what's coming next. We
prefer asking questions about matters
we can expect to control: Does your
mix reflect your financial goals and risk
tolerances? Are you effectively
diversified among and within a
sensible mix of investments? Have
there been any changes in your life
that may alter your investment plan?

From our perspective, every enigmatic
shiftin market sentiment underscores
exactly why these sorts of questions
remain our best defense and offense
against the market’s quarterly, dime-
changing whims.

As the fourth quarter unfolds and the
holiday season approaches, we look
forward to helping you maintain your
all-weather portfolio through year-end,
and beyond.

How else can we free you to achieve
that which brings meaning into your
life? Please let us know.

Regards,

Eric Hutchens

President & Chief Investment Officer
Allodium Investment Consultants

www.allodium.com

Allodium Investment Consultants® is a Registered Investment Advisor

Diversification does not eliminate the risk of market loss. There is no guarantee investment strategies will be successful. Past performance is no guarantee of future results.


https://www.morningstar.com/markets/market-brief-5-themes-stock-market-heading-into-q4
https://johnhcochrane.blogspot.com/2023/08/interest-rates-and-inflation-part-1.html
https://johnhcochrane.blogspot.com/2023/08/interest-rates-and-inflation-part-1.html
https://betterletter.substack.com/p/math-problems
http://www.allodium.com/
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Quarterly Market Summary

Index returns

International Emerging
US Stock Developed Markets Global US Bond Global Bond
Market Stocks Stocks Real Estate Market Market ex US
Q3 2023 STOCKS BONDS
-3.25% -4.10% -2.93% -6.49% -3.23% -0.78%

g‘ﬂsgﬁy - 2.2% 1.5% 2.4% 2.1% 0.9% 0.9%
Boct 22.0% 25.9% 34.7% 32.3% 4.6% 4.6%
Quarter

2020 Q2 2009 Q2 2009 Q2 2009 Q3 2001 Q3 2008 Q4
Woret -22.8% -23.3% -27.6% -36.1% -5.9% -4.1%
Quarter

2008 Q4 | 202001 2008 Q4 | 2008 Q4 2022 01 2022 01

Past performance is not a guarantee of future results. Indices are not available for direct investment. Index performance does not reflect the expenses associated with
the management of an actual portfolio. Market segment (index representation) as follows: US Stock Market (Russell 3000 Index), International Developed Stocks (MSCI World
ex USA Index [net dividends]), Emerging Markets (MSCI Emerging Markets Index [net dividends]), Global Real Estate (S&P Global REIT Index [net dividends]), US Bond Market
(Bloomberg US Aggregate Bond Index), and Global Bond Market ex US (Bloomberg Global Aggregate ex-USD Bond Index [hedged to USD]). S&P data © 2023 S&P Dow Jones
Indices LLC, a division of S&P Global. Al rights reserved. Frank Russell Company is the source and owner of the trademarks, service marks, and copyrights related to the Russell
Indexes. MSCI data © MSCI 2023, all rights reserved. Bloomberg data provided by Bloomberg.
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Long-Term Market Summary

Index returns as of September 30, 2023

1 Year

5 Years

10 Years

US Stock
Market

20.46%

9.14%

11.28%

International
Developed
Stocks

Emerging
Markets
Stocks

STOCKS

24.00%

3.44%

3.84%

11.70%

0.55%

2.07%

Global
Real Estate

2.03%

0.01%

3.12%

US Bond
Market
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Global Bond
Market ex US

BONDS

0.64%

0.10%

1.13%

»
»

2.99%

0.83%

2.30%

Past performance is not a guarantee of future results. Indices are not available for direct investment. Index performance does not reflect the expenses associated with
the management of an actual portfolio. Market segment (index representation) as follows: US Stock Market (Russell 3000 Index), International Developed Stocks (MSCI World
ex USA Index [net dividends]), Emerging Markets (MSCI Emerging Markets Index [net dividends]), Global Real Estate (S&P Global REIT Index [net dividends]), US Bond Market
(Bloomberg US Aggregate Bond Index), and Global Bond Market ex US (Bloomberg Global Aggregate ex-USD Bond Index [hedged to USD]). S&P data © 2023 S&P Dow Jones
Indices LLC, a division of S&P Global. Al rights reserved. Frank Russell Company is the source and owner of the trademarks, service marks, and copyrights related to the Russell
Indexes. MSCI data © MSCI 2023, all rights reserved. Bloomberg data provided by Bloomberg.
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World Stock Market Performance

MSCI All Country World Index with selected headlines from Q3 2023

1 YEAR (Q4 2022-Q3 2023)
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340 months
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Winning Streak 7.09%, Stellantis” Monthly
with Fifth Month Highest in Loss This
of Gains” More than Year”
20 Years”
“Oil Climbs 1.8% to
“Dow Notches End at a 10-Month
L t Win Streak High” u .
Si?‘r;geezsowln rea “Japan's Economy 9 HoIIywo_od Studios
Grows at 6% Pace “US Factory Orders Plunge ;thagxrgeéfrike-
in Second Quarter in July after Four Straight ) ,
. e Ending Deal
“US Wages Rise More than Gains'
4% While Consumer Prices “Bank of England
Increase 3% “(\;'\;];?:mshgsi Irr:tfo :D\;e\;‘lz::?n in “US Stock Market's August Holds Rates Steady
9 " gntor Wo Losses Snap Monthslong for Eirst Time in
“Turkey Agrees to Let Sweden In Economy Winning Streak” Nearly Two Years”
NATO”
“US New-Vehicle Sales Rise an “Fitch Slashes US Credit Rating to  “Wagner Chief Who Plotted Coup  “Iran Releases Five Americans in
Estimated 13% in First Half of the Year”  AA+ from AAA” Presumed Dead in Russia Plane ~ Exchange for Frozen Funds
Crash”

These headlines are not offered to explain market returns. Instead, they serve as a reminder that investors should view daily events from a
long-term perspective and avoid making investment decisions based solely on the news.

Graph Source: MSCI ACWI Index (net dividends). MSCI data © MSCI 2023, all rights reserved. Index level based at 100 starting January 2000.
It is not possible to invest directly in an index. Performance does not reflect the expenses associated with management of an actual portfolio.
Past performance is not a guarantee of future results. 6
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World Stock Market Performance

MSCI All Country World Index with selected headlines from past 12 months

LONG TERM (2000-Q3 2023)

400
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Inverts to Persistent Starts a China Slips Suffers
Deepest Inflation” New Into Deflation Biggest
Level since Bull in Warning Monthly
1981 “CEOs Say They Market Sign for Loss
Expect a US as Big World This
Recession, but T_ech Economy” Year”
Most Think It Will Lifts
Be Short” Stocks”
“Sunak Wins
Vote to Become “ “US Signals
Dow Closes 700
UK’s Next . - : Support for Allies “US New-Vehicle .
. o Points High S . . “
Prime Minister ofOISnIoSwir:g ;Ja(;r; 1ns to Send Their F-16 Sales Rise an g'lo‘\x Sg:ll\(gsdat
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US Stocks Close Out Worst March; Lowest Level in Nearly ear
Year since 2008” Two Years” )
“OPEC+ Agrees to “Wagner Chief Who
Biggest Oll Plotted Coup
Production Cut since “China Braces for Deadly Covid “Silicon Valley Bank Closed by “Fed Holds Rates Steady but ~ Presumed Dead in
Start of Pandemic” Wave after Loosening Controls” Regulators; FDIC Takes Control” Expects More Increases” Russia Plane Crash”

These headlines are not offered to explain market returns. Instead, they serve as a reminder that investors should view daily events from a
long-term perspective and avoid making investment decisions based solely on the news.

Graph Source: MSCI ACWI Index (net dividends). MSCI data © MSCI 2023, all rights reserved. Index level based at 100 starting January 2000.
It is not possible to invest directly in an index. Performance does not reflect the expenses associated with management of an actual portfolio.
Past performance is not a guarantee of future results. 7
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US Stocks

Third quarter 2023 index returns

The US equity market posted negative
returns for the quarter and outperformed
non-US developed markets but
underperformed emerging markets.

Value underperformed growth within large
caps and outperformed within small caps.

Small caps underperformed large caps.

REIT indices underperformed equity
market indices.

World Market Capitalization—US

Ranked Returns (%)
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Small Value
Large Growth
Large Cap
Large Value
Marketwide
Small Cap

Small Growth

-7.32

Period Returns (%)

61%

US Market
$41.8 trillion

Asset Class
Small Value
Large Growth
Large Cap
Large Value
Marketwide
Small Cap
Small Growth

QTR
-2.96
-3.13
-3.15
-3.16
-3.25
-5.13
-7.32

YTD
-0.53
24.98
13.01

1.79
12.39

2.54
5.24

1 Year
7.84
27.72
21.19
14.44
20.46
8.93
9.59

Annualized
3Years 5Years 10 Years
13.32 2.59 6.19
7.97 12.42 14.48
9.53 9.63 11.63
11.05 6.23 8.45
9.38 9.14 11.28
7.16 2.40 6.65
1.09 1.55 6.72

Past performance is not a guarantee of future results. Indices are not available for direct investment. Index performance does not reflect the expenses associated with
the management of an actual portfolio. Market segment (index representation) as follows: Marketwide (Russell 3000 Index), Large Cap (Russell 1000 Index), Large Value (Russell
1000 Value Index), Large Growth (Russell 1000 Growth Index), Small Cap (Russell 2000 Index), Small Value (Russell 2000 Value Index), and Small Growth (Russell 2000 Growth
Index). World Market Cap represented by Russell 3000 Index, MSCI World ex USA IMI Index, and MSCI Emerging Markets IMI Index. Russell 3000 Index is used as the proxy for
the US market. Dow Jones US Select REIT Index used as proxy for the US REIT market. MSCI data © MSCI 2023, all rights reserved. Frank Russell Company is the source and
owner of the trademarks, service marks, and copyrights related to the Russell Indexes.

135199



ALLODIUM

INVESTMENT CONSULTANTS

International Developed Stocks

Third quarter 2023 index returns

Developed markets outside of the US Ranked Returns (%)
posted negative returns for the quarter
and underperformed both US and Local currency  mUS currency
emerging markets.
Value outperformed growth. Value 3.15
0.19
Small caps outperformed large caps.
Small Cap
Large Cap
Growth
-8.24
World Market Capitalization—
International Developed Period Returns (%)
Annualized
O Asset Class QTR YTD 1Year 3Years 5Years 10 Years
2 8 /O Value 0.19 9.13 28589 11.64  3.05 3.05
International Small Cap -3.48 1.83 17.32 1.85 1.28 4.13
Developed Market
$19.1 trillion Large Cap -410  6.73 2400 6.07 3.44 3.84
Growth -8.24 438 1927 047 3.37 4.36

Past performance is not a guarantee of future results. Indices are not available for direct investment. Index performance does not reflect the expenses associated with

the management of an actual portfolio. Market segment (index representation) as follows: Large Cap (MSCI World ex USA Index), Small Cap (MSCI World ex USA Small Cap

Index), Value (MSCI World ex USA Value Index), and Growth (MSCI World ex USA Growth Index). All index returns are net of withholding tax on dividends. World Market Cap

represented by Russell 3000 Index, MSCI World ex USA IMI Index, and MSCI Emerging Markets IMI Index. MSCI World ex USA IMI Index is used as the proxy for the

International Developed market. MSCI data © MSCI 2023, all rights reserved. Frank Russell Company is the source and owner of the trademarks, service marks, and copyrights

related to the Russell Indexes. 9

135200



ALLODIUM

INVESTMENT CONSULTANTS

Emerging Markets Stocks

Third quarter 2023 index returns

Emerging markets posted negative returns Ranked Returns (%)
for the quarter and outperformed both US
and non-US developed markets. Local currency ~ ®US currency
Value outperformed growth. £ 11
Small Cap '
Small caps outperformed large caps. o 29
Value 0.78
078 [
Large Ca 143
-3.48
Growth
World Market Capitalization—
Emerging Markets Period Returns (%)
Annualized
O Asset Class QTR YTD 1Year 3Years 5Years 10 Years
11 /O Small Cap 293 1374 2306 1061  6.45 4.57
Emerging Value -0.78 5.70 16.03 4.40 0.38 1.21
Markets
$7.6 trillion Large Cap -2.93 1.82 11.70 -1.73 0.55 2.07
Growth -492  -1.76 771 -7.19  0.63 2.83

Past performance is not a guarantee of future results. Indices are not available for direct investment. Index performance does not reflect the expenses associated with

the management of an actual portfolio. Market segment (index representation) as follows: Large Cap (MSCI Emerging Markets Index), Small Cap (MSCI Emerging Markets

Small Cap Index), Value (MSCI Emerging Markets Value Index), and Growth (MSCI Emerging Markets Growth Index). All index returns are net of withholding tax on dividends.

World Market Cap represented by Russell 3000 Index, MSCI World ex USA IMI Index, and MSCI Emerging Markets IMI Index. MSCI Emerging Markets IMI Index used as the

proxy for the emerging market portion of the market. MSCI data © MSCI 2023, all rights reserved. Frank Russell Company is the source and owner of the trademarks, service

marks, and copyrights related to the Russell Indexes. 10
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Country Returns

Third quarter 2023 index returns
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Past performance is no guarantee of future results.
Country returns are the country component indices of the MSCI All Country World IMI Index for all countries except the United States, where the Russell 3000 Index is used
instead. Global is the return of the MSCI All Country World IMI Index. MSCI index retumns are net dividend. Indices are not available for direct investment. Their performance does
not reflect the expenses associated with the management of an actual portfolio. MSCI data © MSCI 2023, all rights reserved. Frank Russell Company is the source and owner of
the trademarks, service marks and copyrights related to the Russell Indexes. 11
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Real Estate Investment Trusts (REITS)

Third quarter 2023 index returns

US real estate investment trusts Ranked Returns (%)
underperformed non-US REITs
during the quarter.

Global ex US REITS -4.48

US REITS -7.40

Total Value of REIT Stocks Period Returns (%)
Annualized
3 2 0/ Asset Class QTR YTD 1Year 3Years 5Years 10 Years
0 Global ex US REITS -4.48 -8.16 2.30 -2.67 -3.22 0.41

Global ex US
$390 billion US REITS 7.40 2.05 2.61 6.12 1.56 5.28
285 REITs
(25 other 6 8 %
countries)
us
$844 billion
107 REITs

Past performance is not a guarantee of future results. Indices are not available for direct investment. Index performance does not reflect the expenses associated with

the management of an actual portfolio. Number of REIT stocks and total value based on the two indices. All index returns are net of withholding tax on dividends. Total value of

REIT stocks represented by Dow Jones US Select REIT Index and the S&P Global ex US REIT Index. Dow Jones US Select REIT Index used as proxy for the US market, and S&P

Global ex US REIT Index used as proxy for the World ex US market. Dow Jones and S&P data © 2023 S&P Dow Jones Indices LLC, a division of S&P Global. All rights reserved. 12
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Commodities

Third quarter 2023 index returns

The Bloomberg Commodity Total Return
Index returned +4.71% for the third
quarter of 2023.

Low Sulphur Gas Oil and Heating Oil
were the best performers, returning
+43.22% and +39.15% during the quarter,
respectively. Wheat and Kansas Wheat
were the worst performers, returning -
20.02% and -18.32% during the quarter,
respectively.
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Ranked Returns (%)

Low Sulphur Gas Oill
Heating Oil
WTI Crude Oil
Brent Crude Oil
Sugar
Unleaded Gas
Zinc

Cotton
Aluminum
Lead

Live Cattle
Lean Hogs
Copper

Silver
Soybean Meal
Corn

Soybean

Gold

Soybean Oil
Coffee

Nickel

Natural Gas
Kansas Wheat

-0.69
-1.42
-3.93
-4.05
-4.99
-5.08
-5.16
-5.32
-7.86
-10.15
-10.40
-18.32

Wheat -20.02

Period Returns (%)

Asset Class

Commodities 471

QTR

YTD 1 Year

-3.44

-1.30

43.22
39.15
29.99
22.89
15.07
11.27
10.78
8.44
7.84
3.47
1.90
Annualized
3Years 5Years 10 Years
16.23 6.13 -0.75

Past performance is not a guarantee of future results. Index is not available for direct investment. Index performance does not reflect the expenses associated with the
management of an actual portfolio. Commodities returns represent the return of the Bloomberg Commodity Total Return Index. Individual commodities are sub-index values of

the Bloomberg Commaodity Total Return Index. Data provided by Bloomberg.
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Fixed Income

Third quarter 2023 index returns

Interest rates increased across all bond maturities in
the US Treasury market for the quarter.

On the short end of the yield curve, the 1-Month US
Treasury Bill yield increased 31 basis points (bps) to
5.55%, while the 1-Year US Treasury Bill yield
increased 6 bps to 5.46%. The yield on the 2-Year US
Treasury Note increased 16 bps to 5.03%.

The yield on the 5-Year US Treasury Note increased 47
bps to 4.60%. The yield on the 10-Year US Treasury
Note increased 78 bps to 4.59%. The yield on the 30-
Year US Treasury Bond increased 88 bps to 4.73%.

In terms of total returns, short-term US treasury bonds
returned +0.17% while intermediate-term US treasury
bonds returned -0.81%. Short-term corporate bonds
returned +0.25% and intermediate-term corporate
bonds returned -0.96%.1

The total returns for short- and intermediate-term
municipal bonds were -0.94% and -2.96%, respectively.
Within the municipal fixed income market, general
obligation bonds returned -4.10% while revenue bonds
returned -4.04%.2
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US Treasury Yield Curve (%)

6.00
5.00 9/30/2023

6/30/2023
9/30/2022

4.00

3.00
2.00
1.00

0.00

3M  b5Y 10Y 30Y

Bond Yields Across Issuers (%)

¥ Yield to Maturity ™ Yield to Worst

6.17

5.48

10-Year US State and Local AAA-AA A-BBB

Treasury Municipals Corporates Corporates

Period Returns (%)
Annualized

Asset Class QTR YTD 1 Year 3 Years 5 Years 10 Years
ICE BofA US 3-Month Treasury Bill Index 131 3.60 4.47 1.70 1.72 111
ICE BofA 1-Year US Treasury Note Index 121 2.90 3.68 0.60 1.46 1.00
FTSE World Government Bond Index 1-5 Years (hedged to USD) 0.56 2.10 2.68 -1.05 1.03 1.15
Bloomberg U.S. High Yield Corporate Bond Index 0.46 5.86 10.28 1.76 2.96 4.24
FTSE World Government Bond Index 1-5 Years -1.01 -0.15 3.68 -3.80 -0.84 -1.00
Bloomberg U.S. TIPS Index -2.60 -0.78 1.25 -1.98 2.12 1.74
Bloomberg U.S. Aggregate Bond Index -3.23 -1.21 0.64 -5.21 0.10 1.13
Bloomberg Municipal Bond Index -3.95 -1.38 2.66 -2.30 1.05 2.29
Bloomberg U.S. Government Bond Index Long -11.79 -8.50 -9.04 -15.66 -2.78 0.75

1. Bloomberg US Treasury and US Corporate Bond Indices.
2. Bloomberg Municipal Bond Index.

One basis point (bps) equals 0.01%. Past performance is not a guarantee of future results. Indices are not available for direct investment. Index performance does not reflect
the expenses associated with the management of an actual portfolio. Yield curve data from Federal Reserve. State and local bonds, and the Yield to Worst are from the S&P
National AMT-Free Municipal Bond Index. AAA-AA Corporates represent the ICE BofA US Corporates, AA-AAA rated. A-BBB Corporates represent the ICE BofA Corporates, BBB-A
rated. Bloomberg data provided by Bloomberg. US long-term bonds, bills, inflation, and fixed income factor data © Stocks, Bonds, Bills, and Inflation (SBBI) Yearbook™, Ibbotson
Associates, Chicago (annually updated work by Roger G. Ibbotson and Rex A. Sinquefield). FTSE fixed income indices © 2023 FTSE Fixed Income LLC, all rights reserved. ICE BofA

index data © 2023 ICE Data Indices, LLC. S&P data © 2023 S&P Dow Jones Indices LLC, a division of S&P Global. All rights reserved. Bloomberg data provided by Bloomberg.
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Global Fixed Income

Third quarter 2023 yield curves

With the exception of the UK and Australia, interest rates
generally increased across global developed markets for
the quarter. In the UK, short- to intermediate-term rates

decreased. In Australia, ultrashort-term rates decreased.

Realized term premiums were generally negative across
global developed markets.

In Japan, ultrashort-term nominal interest rates were
negative. In the UK, Germany, Canada, and Australia, the
short-term segment of the yield curve was inverted.
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0.0
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Changes in Yields (bps) since 06/30/2023

1Y 5Y 10Y 20Y 30Y
us 3.4 49.2 81.2 86.5 89.4
UK -39.4 -36.3 1.7 31.2 43.4
Germany 14.7 18.7 42.1 54.6 60.4
Japan 6.0 26.1 36.2 41.9 36.3
Canada 15.6 61.8 76.7 75.2 73.7
Australia -11.0 20.5 42.8 47.8 49.7
UK
6.0
5.0 9/30/2023
4.0 SN— 6/30/2023
;{; 3.0
~ 20
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s 1.0
> 00
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= 30
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©
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One basis point (bps) equals 0.01%. Source: ICE BofA government yield. ICE BofA index data © 2023 ICE Data Indices, LLC.
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