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World economic activity eased further in Q2 2022, surprising to the downside

Global PMIs
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Latest data available as of July 6, 2022. Source: Macrobond.
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While inflation remains elevated, adverse price surprises have peaked

OECD inflation

— OECD all items, core [c.0.p. 1 year] =— OECD all items, total [c.0.p. 1 year]
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Source: Macrobond, BNY Mellon Investment Management,
OECD (Organisation for Economic Co-operation & Development)
Data as of 7/6/2022

Latest data available for both charts as of July 6, 2022. Source: Macrobond.
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Wage inflation remains high — way above the Fed’s comfort level

U.S. Employee Cost Index & Compensation Plans Atlanta Fed Wage Growth Tracker

— Employment Cost Index, y/y%, rhs Wage Growth - High Skill — Wage Growth - Low Skill — Median Wage Growth

— NFIB Small Business Compensation Plans Index (sa, next 3 months), Ihs .
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Latest data available for both charts as of July 6, 2022. Source: Macrobond.

Charts are provided for illustrative purposes and are not a reliable indicator of current or future performance
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Record inflation has sharply raised market & policy rates, weighed on equities and...

Government Benchmarks, 10 Year, Yield
MSCI Equity Indices - Forward Price-Earnings Ratios
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. Latest data for both charts available as of July 6, 2022. Source: Macrobond.

Charts are provided for illustrative purposes and are not a reliable indicator of current or future performance
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...re-strengthened the USD, tightening financial conditions to pre-pandemic levels

United States, Dollar Index, Close

— United States, FX Indices, ICE, U.S. Dollar Index, Close
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Source: Macrobond, BNY Mellon Investment Management, Intercontinental Exchange (ICE)
Data as of 7/6/2022

Latest data available for both charts as of July 6, 2022. FCI stands for Financial Conditions Index Source: Macrobond.
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Charts are provided for illustrative purposes and are not a reliable indicator of current or future performance
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As a result, recession risks increased & year-ahead policy expectations are flagging

Fed vs Market

Dot Plot as of June 2022 Meeting
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Source: Macrobond, BNY Mellon Investment Management, CME Group, Federal Reserve
Data as of 7/6/2022

Latest data available for both charts as of July 6, 2022. Source: Macrobond.
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Charts are provided for illustrative purposes and are not a reliable indicator of current or future performance
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The Fed seems to be prioritizing price-stability over recession risk

Taylor rule dictates rapidly rising policy rates as Fed U.S. PCE Core inflation -trimmed mean & median
funds remain relatlvely IOW PCE Median, y/y% = PCE Core, y/y% [c.0.p. 1 year] = PCE trimmed mean, annual rate
— US Policy Rates = US 3 Year Yield = Taylor rule implied rate 6
20
5
15
4
10 3
5 2
0 1 A\“
_5 0 I I I I I I I I I

| | | | | | | | | | 2006 2008 2010 2012 2014 2016 2018 2020 2022

1975 1980 1985 1990 1995 2000 2005 2010 2015 2020 Source: Macrobond, BNY Mellon Investment Management

Source: BNY Mellon Investment Management, Macrobond. Federal Reserve Bank of Dallas, U.S. Bureau of Economic Analysis (BEA), Federal Reserve Bank of San Francis
Data as of 07/07/2022. Data as of 7/6/2022

Unconventional monetary policies, such as the Federal Reserve’s quantitative easing (QE) program, have played a large role in shaping world economies since the 2007-10 financial crisis set off a global recession. Economists, however, have struggled to
quantify the effects of these policies; traditional economic models used for research simply don’t capture them when key interest rates sit at or near zero. But researchers have proposed a tool, a “shadow rate,” that shows the Fed’s easing—and can be
used in established economic models to measure the economic effects. The Taylor Rule is an interest rate forecasting model invented by economist John Taylor in 1992 and outlined in his 1993 study, "Discretion Versus Policy Rules in Practice." It suggests
how central banks should change interest rates to account for inflation and other economic conditions. NGDP stands for nominal GDP. Rates definitions can be found on definitions page. Latest data available as of July 6, 2022. Source: Macrobond.

Charts are provided for illustrative purposes and are not a reliable indicator of current or future performance
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https://www.investopedia.com/terms/t/taylorsrule.asp

The labour market is tight & mismatches persist — fuelling wage pressure

US Beveridge Curve by recession

B Pre dot com = Dot com burst recovery * Global financial crisis recovery ® Post Covid

Jobs hard to fill vs. job openings

— Total US Job Openings (SA, thousands), rhs
— NFIB Small Business Job Openings Hard to Fill Index, Ihs
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Source: Macrobond, BNY Mellon Investment Management, National Federation of Independent Business

Data as of 7/6/2022

A Beveridge curve, or UV curve, is a graphical representation of the relationship between unemployment and the job vacancy rate, the number of unfilled jobs expressed as a proportion of the labor force. Latest data available as of July 6, 2022.

Source: Macrobond.

Charts are provided for illustrative purposes and are not a reliable indicator of current or future performance
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Meanwhile, U.S. demand remains reasonably robust, though past its peak

U.S. Consumption rebased to 100 on 1/31/2018
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Source: Macrobond, BNY Mellon Investment Management, U.S. Bureau of Economic Analysis (BEA)
Data as of 7/6/2022
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Source: Macrobond, BNY Mellon Investment Management, U.S. Bureau of Economic Analysis (BEA)
Data as of 7/6/2022

Durables, also known as durable goods or consumer durables, are goods that do not need to be purchased very often and typically last for at least three years. Nondurable goods are any consumer goods in an economy that are either consumed in one use
or used up over a short period of time. Disposable income, also known as disposable personal income (DPI), is the amount of money that an individual or household has available to spend or save after income taxes have been deducted. Latest data

available as of July 6, 2022. Source: Macrobond.

Charts are provided for illustrative purposes and are not a reliable indicator of current or future performance
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And supply disruption remains a key factor; some signs pressures are easing

New York Fed Global Supply Chain Pressure Index vs

Commodity Prices

— Commodity Research Bureau All Commodities Index, lhs

— Global Supply Chain Pressure Index, rhs

650

(o))
o
o

ul
ul
o

Commodity Price Index
~ow
Ul o
o (]

S
o
o

w
Ul
o

2012 2013 2014 2015 2016 2017 2018 2019 2020 2021

Source: Macrobond, BNY Mellon Investment Management, New Yorld Federal Reserve,
Bureau of Labor Statistics
Data as of 7/6/2022

2022

o —_ N w NN v
(suoneinap piepuesls) |dJSO

I
—_

Global Shipping & Food Cost

— World, Commodity Indices, FAO, Food Price Index, rhs

— WCI Composite Container Freight Benchmark Rate (USD) per 40 Foot Box, lhs
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The New York Fed’s global supply chain pressure index integrates transportation cost data and manufacturing indicators to provide a gauge of global supply chain conditions. The CRB Spot Market Price Index is a measure of price movements of 22 sensitive basic
commaodities whose markets are presumed to be among the first to be influenced by changes in economic conditions. The FAO Food Price Index (FFPI) is a measure of the monthly change in international prices of a basket of food commaodities. It consists of the average of
five commodity group price indices weighted by the average export shares of each of the groups over 2014-2016. Latest data available as of July 6, 2022. Source: Macrobond.

Charts are provided for illustrative purposes and are not a reliable indicator of current or future performance
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Europe’s reliance on Russian supplies exposes it to a prolonged energy price shock

Europe: Natural Gas & Brent Crude Cost

— European Natural Gas , lhs =— Crude oil, Brent, rhs
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Data as of July 6, 2022. Source: Macrobond.
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Ukraine war causes electricity price surge across Europe

One-week moving average with futures curve faded

=1 week before Russia's invasion of Ukraine = Today

< 450 |Germany
= 300
&
S 150
(NN

0
800
400

France

EUR/MWh

i

Nordics

- o
~N U
Ul O U

EUR/MWh

[————
Jan May Sep Jan
2020

o

T i i T i i T
May Sep Jan May Sep Jan
2021 2022

May Sep
2023

Source: Macrobond, BNY Mellon Investment Management,
EEX (European Energy Exchange), Intercontinental Exchange (ICE), Nord Pool Spot
Data as of 7/6/2022

Charts are provided for illustrative purposes and are not a reliable indicator of current or future performance
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Also grappling with a terms of trade shock & cost of living crisis

US and Euro Area terms of trade

— Euro Area — United States
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Data as of July 6, 2022. Source: Macrobond.
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Real wage growth stagnates amid rising inflation

National sources, rebased to 100 in Jan. 2019
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Charts are provided for illustrative purposes and are not a reliable indicator of current or future performance
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Weakening growth, fragmentation risk & surging inflation places the ECB in a bind

Euro area 10-year sovereign spreads to bunds Euro-Area Inflation: Headline & Core, y/y%
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Source: Macrobond, BNY Mellon Investment Management, Eurostat
Data as of 7/6/2022 Data as of 7/6/2022

ECB stands for European Central Bank. Data as of July 6, 2022. Source: Macrobond.

Charts are provided for illustrative purposes and are not a reliable indicator of current or future performance
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Ongoing Ukraine conflict has delayed, but not prevented, easing of commodity prices

Black Sea Basin Agri Commodity & Fertilizer Prices
Rebased to 100 on Jan'18
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Data as of 7/6/2022

Latest data available as of July 6, 2022. Source: Macrobond.
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Source: Macrobond, BNY Mellon Investment Management, Bloomberg
Data as of 7/6/2022

Charts are provided for illustrative purposes and are not a reliable indicator of current or future performance
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Supply chain normalization will lower upstream & tradable goods price pressure

New York Fed's Global Supply Chain Pressure Index Vs.

US. & Chinese Producer Price Inflation U.S. Yearly Import Cost from China Vs. China's PPI - CPI

Gap

— Global Supply Chain Pressure Index, lhs = US PP, rhs [c.0.p. 1 year, lead 4 obs]
— US import price from China, Ihs = China PPI - CPI gap, lagged 2 obs, rhs
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Latest data available as of July 6, 2022. Source: Macrobond.

Charts are provided for illustrative purposes and are not a reliable indicator of current or future performance
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China’s easing lockdowns to help supply chains & activity, but Zero-covid still a risk

New York Fed GSCPI vs China Delivery Times (NBS
Manuf'g PMI)

— Global Supply Chain Pressure Index, lhs
= China supplier delivery time (NBS manuf'g PMI), rhs
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Latest data available as of July 6, 2022. Source: Macrobond.

Charts are provided for illustrative purposes and are not a reliable indicator of current or future performance
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After the Q2 slump, Chinese growth to pick-up sequentially but 5.5% target is too high

China: GDP growth tracker --based on industrial output

& retail sales

Government GDP Growth target for 2022 = Estimated GDP growth =— GDP growth
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Source: Macrobond, BNY Mellon Investment Management, China National Bureau of Statistics (NBS)
Data as of 7/6/2022

Latest data available as of July 6, 2022. Source: Macrobond.

China: Industrial Production & Retail Sales
(seasonally adjusted, Nov'19=100)
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Source: Macrobond, BNY Mellon Investment Management, China National Bureau of Statistics (NBS)
Data as of 7/6/2022

Charts are provided for illustrative purposes and are not a reliable indicator of current or future performance
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Real estate still exerts a sizable drag on China growth; infra-credit will struggle to offset

China: Residential Housing Starts & Tier-2 Home Prices,
y/y%

— Residential Housing Starts, Ihs = Tier 2 City Avg Home Price, rhs

China: Change in Credit Impulse & Change in Real Estate
Prices (y/y%)

— Real Estate Prices, rhs [lead 7 obs]
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Data as of 7/6/2022 Source: Macrobond, BNY Mellon Investment Management, People's Bank of China (PBoC), China National E
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Latest data available as of July 6, 2022. Source: Macrobond.

Charts are provided for illustrative purposes and are not a reliable indicator of current or future performance
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Global drivers dominate EM sentiment; commodity exporters diverge from rest

EM CPI and Policy Rate EM Trade Balance: commodity exporters win

12
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Latest data available as of June 29, 2022. Source: Bloomberg and TS Lombard.

Charts are provided for illustrative purposes and are not a reliable indicator of current or future performance
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Our scenarios

Vantaée Point

PROBABILITY

PROBABILITY

Scenario 1 — Best Case

Scenario 3 — Monetary Recession by 2023

Ukraine conflict & tight supply chains lurk in the background, but...
lJ.5. demand remains in rude health

Wage-price spiral worsens, inflation broadens and becomes persistent
PROBABILITY

Fed forced into raising rates much higher, to more than 4%

USD strengthens, equity markets sell off, and financial conditions tighten sharply

Global growth takes a large hit, and which ultimately slows inflation

But asset prices stay suppressed for longer, with a recovery only in 2024
ts broadens or inte

ical frag ntation implies

inflation co

Source: BNY Mellon Global Economics and Investment Analysis (GEIA); for detailed information on each scenario, please see latest Vantage Point report for Q3 2022.

> |
Projections or forecasts regarding future event, targets or expectation, are only current as of the date indicated. There is no assurance21 ” BNY ME LLON l NVESTM E NT MANAG E M E NT

that such events or expectations will be achieved, and actual results may be significantly different.



Growth forecasts — the slowdown is likely be greater than median expectations

US GDP Euro area GDP China GDP

Four-quarter percentage changes Four-quarter percentage changes Four-quarter percentage changes
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—Mean - Best case Reuters poll of economists, 09/06/2022 —Mean .- Best case Reuters poll of economists, 16/05/2022 —Mean e Best case
Source: Refinitiv Datastream / Fathom Consulting Source: Refinitiv Datastream / Fathom Consulting Source: Fathom Consulting

Forecasts begin in Q2 2022 and were calculated as of June 20, 2022 Source: BNY Mellon Investment Management and Fathom Consulting. The dotted line shows the best case scenario mode and the solid line is the mean or
probability-weighted average forecast across all three scenarios. Markings show survey and market implied pricing expectations. The darker bands towards the center of the fan chart show the more likely outcomes, while the lighter
bands show progressively less likely outcomes covering 80% of the forecast distribution. The width of the fan chart shows the level of uncertainty and when the bands below the central forecast are wider than those above, this
shows the balance of risks lies to the downside. Source: Fathom Consulting and BNY Mellon Global Economics and Investment Analysis Team. Data as of 20 June 2022.
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Inflation Forecasts — US price growth will slow more gradually than expected

US CPI Euro area CPI

Four-quarter percentage changes Four-quarter percentage changes
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X Market pricing, 17/06/2022 Reuters poll of economists, 17/06/2020 % Market pricing, 17/06/2022 Reuters poll of economists, 16/05/2022
Source: Refinitiv Datastream / Fathom Consulting Source: Refinitiv Datastream / Fathom Consulting

Forecasts begin in Q2 2022 and were calculated as of June 20, 2022 Source: BNY Mellon Investment Management and Fathom Consulting. The dotted line shows the best case scenario mode and the solid line is the mean or
probability-weighted average forecast across all three scenarios. Markings show survey and market implied pricing expectations. The darker bands towards the center of the fan chart show the more likely outcomes, while the lighter
bands show progressively less likely outcomes covering 80% of the forecast distribution. The width of the fan chart shows the level of uncertainty and when the bands below the central forecast are wider than those above, this
shows the balance of risks lies to the downside. Source: Fathom Consulting and BNY Mellon Global Economics and Investment Analysis Team. Data as of 20 June 2022.
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Monetary Policy Forecasts — policy will likely remain tight for some time

US federal funds rate
Per cent
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—Mean e Best case

X Market pricing, 17/06/2022 Reuters poll of economists, 17/06/2022
Source: Refinitiv Datastream /Fathom Consulting

Forecasts begin in Q2 2022 and were calculated as of June 20, 2022 Source: BNY Mellon Investment Management and Fathom Consulting. The dotted line shows the best case scenario mode and the solid line is the mean or
probability-weighted average forecast across all three scenarios. Markings show survey and market implied pricing expectations. The darker bands towards the center of the fan chart show the more likely outcomes, while the lighter
bands show progressively less likely outcomes covering 80% of the forecast distribution. The width of the fan chart shows the level of uncertainty and when the bands below the central forecast are wider than those above, this
shows the balance of risks lies to the downside. Source: Fathom Consulting and BNY Mellon Global Economics and Investment Analysis Team. Data as of 20 June 2022.
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Market pricing and performance



Equity valuations under significant pressure as real yields push higher

MSCI Equity Indices - Forward Price-Earnings Ratios Decomposition of S&P500 Earnings Yield
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Source: Macrobond, BNY Mellon Investment Management, Bloomberg s M bond. BNY Mellon | M US.D T
Data as of 7/6/2022 ource: Macrobond, ellon Investment Management, U.S. Department of Treasury

Data as of 7/6/2022

PE: price to earnings ratio. Data as of July 6, 2022. Source: JP Morgan and Macrobond.

Charts are provided for illustrative purposes and are not indicative of the past or future performance of any BNY Mellon product.
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Also vulnerable to tighter Fed policy, and an overshoot in real yields

S&P Forward P/E Ratio Vs. 10-Year Real Yield

— 10Y TIPS Yield, rhs — S&P Forward P/E Ratio, |hs
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Source: Macrobond, BNY Mellon Investment Management, U.S. Department of Treasury
Data as of 7/6/2022

PE: price to earnings ratio. Data as of July 6, 2022. Source: Macrobond.

Charts are provided for illustrative purposes and are not indicative of the past or future performance of any BNY Mellon product.
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Earnings remain supportive but estimates are softening

S&P500 & EURO STOXX Change in Quarterly Earnings
(%)
== EURO STOXX Fwd EPS — S&P 500 Fwd EPS
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Source: BNY Mellon IM, Macrobond, Bloomberg
Data as of 7/6/2022

Latest data available as of July 6, 2022. Source: Macrobond.

Charts are provided for illustrative purposes and are not a reliable indicator of current or future performance
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Breadth continued weakening steadily in the second quarter

% of stocks above 200-day moving average

% of stocks above 200-day moving average
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Source: Macrobond, BNY Mellon Investment Management,
Data as of 7/6/2022

Latest data available as of July 6, 2022. Source: Macrobond.

Charts are provided for illustrative purposes and are not a reliable indicator of current or future performance
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High-dividend yield, low volatility factors and consumer staples, utilities led in Q2°22

o,
MSCI US Vs. EAFE: QTD Factor Returns (%) S&P 500 QTD Sector Returns (%)
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Source: Macrobond, BNY Mellon Investment Management, MSCI Source: BNY Mellon, Macrobond, Bloomberg
Data as of 7/7/2022 Data as of 7/7/2022

Latest data available as of July 7, 2022 for both charts. Source: Macrobond.

Charts are provided for illustrative purposes and are not a reliable indicator of current or future performance
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Chinese equities have been a bright spot since May

MSCI China vs. MSCI EM ex-China
EM & Chinese Equities (rebased to 100, Jan'22)

MSCI EM ex China (Net) — MSCI EM — MSCI China
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Source: Macrobond, BNY Mellon Investment Management,
Data as of 7/6/2022

Latest data available as of July 6, 2022. Source: Macrobond.

Charts are provided for illustrative purposes and are not a reliable indicator of current or future performance
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Interest rate implied volatility increased on higher macro & policy uncertainty

1Y1Y Swaption Implied Volatility
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Source: Macrobond, BNY Mellon Investment Management,
Data as of 7/6/2022

A swaption is an option granting its owner the right but not the obligation to enter into an underlying swap. Latest data available as of July 6, 2022. Source: Macrobond.

Charts are provided for illustrative purposes and are not a reliable indicator of current or future performance
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Developed market sovereign yields continued to trend higher, except for Japan

Government Benchmarks, 10 Year, Yield

—Japan — U.S. — Switzerland — Canada Australia Germany — U.K.
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Source: Macrobond, BNY Mellon Investment Management
Data as of 7/7/2022

Latest data available as of July 7, 2022. Source: Macrobond

Charts are provided for illustrative purposes and are not a reliable indicator of current or future performance

33 Y» BNY MELLON | INVESTMENT MANAGEMENT



But yield-curves re-flattened signaling tighter policy & rising recession risk

Government Benchmarks, 10y - 2y Yield Spread
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Source: Macrobond, BNY Mellon Investment Management, Bloomberg
Data as of 7/6/2022

Latest data available as of July 6, 2022. Source: Macrobond.

Charts are provided for illustrative purposes and are not a reliable indicator of current or future performance
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Inflation expectations are key for what may happen to real rates

Inflation expectations have increased to uncomfortable levels. Households appear willing to tolerate inflation
between -1% and 3%. But when current inflation moves above 3%, expected inflation turns up

The Fed's Index of Common Inflation expectations
— CIE index
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Source: Macrobond, Federal Reserve

Latest data available as of March 30, 2022. Source: Macrobond.

US Shorter-term Consumer Inflation Expectations are
Rising in Line With the Rise in Actual Inflation

® CPl inflation vs Consumer Inflation Expectations 1-year ahead (until 05/2021)
® CPl inflation vs Consumer Inflation Expectations 1-year ahead (from 06/2021)
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Source: BNY Mellon Investment Management, Macrobond. Data as of 07/07/2022.

Charts are provided for illustrative purposes and are not a reliable indicator of current or future performance
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More risk is now priced into credit markets and Europe periphery bonds

U.S. Investment Grade & High Yield Corproate Spreads,
%
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Source: Macrobond, BNY Mellon Investment Management,
Data as of 7/6/2022

Euro area 10-year sovereign spreads to bunds

France = Greece = Portugal == Spain = Italy
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Source: Macrobond, BNY Mellon Investment Management
Data as of 7/6/2022

HY: high yield. IG: investment grade. *OAS: option adjusted spread. **Bunds are another way to describe German 10-year government bond yields. Data as of July 6, 2022. Source: Macrobond.

Charts are provided for illustrative purposes and are not a reliable indicator of current or future performance
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Spreads widened through Q2 2022, with B-rated & below widening the most

USD corporate credit spreads since 2000

Year to date change in US credit spreads (bps)
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Latest data available as of June 7, 2022. Source: Macrobond.

Charts are provided for illustrative purposes and are not a reliable indicator of current or future performance
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FX & rates volatility have risen on widening policy differentials and stronger USD

USDJPY Vs. 10Y US Treasury - 10Y Japanese Gov't Bond
Yield Differential

—Yield Differential 10Y UST-10Y JGB, rhs — USDJPY, |hs

FX Risk & Bond Market Volatility Indices
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Source: Macrobond, BNY Mellon Investment Management Source: Macrobond, BNY Mellon Investment Management,
Data as of 7/6/2022 Data as of 7/6/2022
Latest data available as of July 6, 2022. Source: Macrobond.
Charts are provided for illustrative purposes and are not a reliable indicator of current or future performance
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Equity price forecasts — we see further downside to equities

US S&P 500 Euro Stoxx 50

Index Index
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Source: Refinitiv Datastream / Fathom Consulting Source: Refinitiv Datastream / Fathom Consulting

Forecasts begin in Q2 2022 and were calculated as of June 20, 2022 Source: BNY Mellon Investment Management and Fathom Consulting. The dotted line shows the best case scenario mode and the solid line is the mean or
probability-weighted average forecast across all three scenarios. Markings show survey and market implied pricing expectations. The darker bands towards the center of the fan chart show the more likely outcomes, while the lighter
bands show progressively less likely outcomes covering 80% of the forecast distribution. The width of the fan chart shows the level of uncertainty and when the bands below the central forecast are wider than those above, this
shows the balance of risks lies to the downside. Source: Fathom Consulting and BNY Mellon Global Economics and Investment Analysis Team. Data as of 20 June 2022.
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Fixed income and credit forecasts — further upward pressure on yields and spreads
likely

US ten-year government bond yields US investment-grade spread US high-yield spread
Per cent Percentage points Basis points
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Source: Refinitiv Datastream / Fathom Consulting Source: Fathom Consulting

Forecasts begin in Q2 2022 and were calculated as of June 20, 2022 Source: BNY Mellon Investment Management and Fathom Consulting. The dotted line shows the best case scenario mode and the solid line is the mean or probability-
weighted average forecast across all three scenarios. Markings show survey and market implied pricing expectations. The darker bands towards the center of the fan chart show the more likely outcomes, while the lighter bands show
progressively less likely outcomes covering 80% of the forecast distribution. The width of the fan chart shows the level of uncertainty and when the bands below the central forecast are wider than those above, this shows the balance of risks lies
to the downside. Source: Fathom Consulting and BNY Mellon Global Economics and Investment Analysis Team. Data as of 20 June 2022.
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Oil price and dollar forecasts — we see oil prices stabilising and USD
strengthening

Oil prices USD ERI against major currencies
USD per barrel Index, January 2006 = 100
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Source: Fathom Consulting Source: Fathom Consulting

Forecasts begin in Q2 2022 and were calculated as of June 20, 2022 Source: BNY Mellon Investment Management and Fathom Consulting. The dotted line shows the best case scenario mode and the solid line is the mean or
probability-weighted average forecast across all three scenarios. Markings show survey and market implied pricing expectations. The darker bands towards the center of the fan chart show the more likely outcomes, while the lighter
bands show progressively less likely outcomes covering 80% of the forecast distribution. The width of the fan chart shows the level of uncertainty and when the bands below the central forecast are wider than those above, this
shows the balance of risks lies to the downside. Source: Fathom Consulting and BNY Mellon Global Economics and Investment Analysis Team. Data as of 20 June 2022.
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Investment Conclusions

Equities
80 20 portfol io returns * The immediate outlook for equities remains poor — markets are likely to remain volatile as
Index recession risk is elevated, risk premia remain high, and our fan chart forecasts suggest risks are
150 - skewed to the downside.
140 | * Short-duration parts of the market are likely to outperform long-duration assets.
* High-quality shorter-duration stocks with dividends that protect against inflation are likely to do
130 + o better — equity ‘income’ stocks and funds. Similarly, value stocks are preferred to growth due to
120 their lower duration in a rising rate environment and when multiples may compress further.
* US and non-European DM stocks are likely to fare better than European
1107 * Overall, given our outlook, it is prudent to trim back cyclical exposures and begin shifting allocation
100 - to defensive sectors such as consumer staples and healthcare.
9 Fixed Income and Credit
* Yields likely to see upward pressure until inflation stabilizes and markets have sufficiently re-
80 - priced a tighter monetary policy stance.
70 - - * Risk-reward favors buying longer-dated bonds once survey inflation expectations begin softening,
realized inflation begins surprising to the downside or growth starts to show serious signs of a
60 : : : : , recession. This may come sooner than expected.
Jun-22 Dec-22 Jun-23 Dec-23 Jun-24 Dec-24 R

For both US and Europe IG corporates, we see material risk of further widening in spreads given
= — Mean Source: Fathom Consulting the expected removal of the policy support backstop, rising debt servicing cost, uncertain

Forecasts begin in Q2 2022 and were calculated as of June 20, 2022 Source: BNY Mellon Investment geopolitical environment, and persistently high energy prices impacting profitability, even as

Management and Fathom Consulting. The dotted line shows the best case scenario mode and the solid line pricing power holds

is the mean or probability-weighted average forecast across all three scenarios. Markings show survey and US Dollar

market implied pricing expectations. The darker bands towards the center of the fan chart show the more

likely outcomes, while the lighter bands show progressively less likely outcomes covering 80% of the * From a major dollar index perspective, we still believe that the USD has further upside given the
forecast distribution. The width of the fan chart shows the level of uncertainty and when the bands below euro comprises 60% of the index. We continue to believe that the euro will come under pressure

the central forecast are wider than those above, this shows the balance of risks lies to the downside. , .. . . .. . ..
Source: Fathom Consulting and BNY Mellon Global Economics and Investment Analysis Team. Data as of on market's pricing in a growth slowdown, fragmentation risks, proximity to Ukraine crisis and

20 June 2022. enerqgy supply risks.
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Definitions

Purchasing Manger Indices (PMI)

An economic indicator derived from monthly surveys of private sector companies. A level above 50 indicates expansion compared to the prior month and below 50 contraction.

MSCI All-Country World

The MSCI All-Country World Index is an index that tracks the performance of both Developed and Emerging Market equities

.MSCI World - DM

The MSCI World Index is an index that tracks the performance of Developed Market equities

. MSCI EAFE

The MSCI EAFE Index is an index that tracks the performance of Developed Market equities across Europe, Australasia and the Far East excluding the US and Canada

.MSCI EM

The MSCI EM index tracks the performance of Emerging Market Equities

. US (S&P 500)

The S&P 500 is an index designed to track the performance of the largest 500 US companies

The Nasdag Composite Index is the market capitalization-weighted index of approximately 3,000 common equities listed on the Nasdaq stock exchange

. US (NASDAQ)

. US (Russell 2000)

The Russell 2000 Index is a small-cap stock market index of the bottom 2,000 stocks in the Russell 3000 Index

The NIKKEI 225 is an index that tracks the performance of the largest 225 companies traded in the Japanese market

. Japan (Nikkei 225)

. EU (STOXX 50) The EURO STOXX 50 Index, Europe's leading blue-chip index for the Eurozone, provides a blue-chip representation of supersector leaders in the region
. UK (FTSE 100) The STOXX 600 is an index that represents the performance of 600 large, mid and small capitalization companies across 18 countries in the European Union
. France (CAC 40) The CAC 40 is an index that tracks the performance of the largest 40 companies traded on the Paris Stock Exchange

. Germany (DAX 30) The DAX 30 is an index that tracks the performance of the largest 30 companies traded on the Frankfurt Stock Exchange

.China (MSCI China)

The MSCI China Index captures large and mid cap representation across H shares, B shares, Red chips, P chips and foreign listings. With 459 constituents, the index covers about 85% of this China equity universe.

. China Caixin Services PMI In China, the Caixin Services Purchasing Managers' Index measures the performance of the services sector.

. Global Treasury ex US The Bloomberg Barclays Global Treasury ex US index tracks fixed-rate local currency government debt of investment grade countries excluding the US and represents the Treasury sector of the Global Aggregate Index

The Bloomberg Barclays US Treasury Index is the US Treasury component of the US Aggregate Index and uses public obligations of the US Treasury with a remaining maturity of one year or more

. US Treasury

. Global Investment Grade - Corp. This Index reflects the Corporate component of the Bloomberg Barclays Global Aggregate Index which is designed to provide a broad-based measure of the global investment-grade fixed income markets

. Global High Yield The Bloomberg Barclays Global High Yield Index is a broad-based measure of the global high yield market

. US Leveraged Loans The S&P/LSTA Leveraged Loan Total Return Index is designed to measure the performance of the US leveraged loan market

. S&P Municipal Bond IG Intermediate The S&P Municipal Bond Investment Grade Intermediate Index consists of bonds in the S&P Municipal Bond Index that are rated at least BBB- by Standard & Poor’s, Baa3 by Moody’s or BBB- by Fitch Ratings. All bonds must also have a minimum maturity of three years and a maximum maturity of up to, but not including, fifteen years as measured from the rebalancing date.

. EM USD Denominated The Bloomberg Barclays EM USD Aggregate Index includes USD denominated debt from sovereign, quasi-sovereign, and corporate EM issuers

The Dow Jones UBS C index is designed to provide di exposure with weightings based on the ity's liquidity and

.BIoomberg Commodity Index

.Oil (WTII, USD / Barrel) Generic West Texas Intermediate crude oil spot price

. Gold (USD/ Troy Ounce) Gold London Bullion Market spot price, quoted in USD per Troy Ounce

. US Investment Grade Corporate Bloomberg Barclays US Aggregate - Corporate Index is designed to measure the performance of the investment grade corporate sector in the US

. US ISM manufacturing PMI Based on a survey of purchasing managers at more than 300 manufacturing firms by the Institute for Supply Management (ISM), the index monitors changes in production levels from month to month.

The Bloomberg Barclays US High Yield Index covers the universe of fixed-rate, non-investment grade corporate debt in the US

.us High Yield

Average interest rate at which a selection of banks in London lend to one another in USD with a maturity of 3 months

.3M US Libor

. 2Y US Treasuries Average yield of a range of Treasury securities all adjusted to the equivalent of a two-year maturity

. 10Y US Treasuries Average yield of a range of Treasury securities all adjusted to the equivalent of a ten-year maturity

. 10Y UK Gilt Average yield of a range of UK government bonds all adjusted to the equivalent of a ten-year maturity

. 10Y German Bund Average yield of a range of German government bonds all adjusted to the equivalent of a ten-year maturity
. 10Y Japanese Bond Average yield of a range of Japanese government bonds all adjusted to the equivalent of a ten-year maturity

. CBOE VIX

Indicator of the implied volatility of S&P 500 index as calculated by the Chicago Board Options Exchange (CBOE)

. US 30Y Fixed-Rate Mortgage Bankrate.com 30-year US home mortgage fixed rate national average

I S&P CoreLogic Case-Shiller 20-city Composite Home Price Tracks the value of single-family housing within the United States

Index

. USD - Majors Dollar Index A measure of the value of the US dollar relative to a basket of currencies of the US's most significant trading partners including the euro, Japanese yen, Canadian dollar, British pound, Swedish krona, and Swiss franc.

. PMI (Purchasing Managers. Index) The Purchasing Managers' Index (PMI) is an index of the prevailing direction of economic trends in the manufacturing and service sectors

. Citi Economic Surprise Index (and Inflation Surprise Index) Citi’s Economic Surprise Index — which measures the degree to which economic data (and inflation) is either beating or missing expectations.
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Disclosures

FOR INSTITUTIONAL, PROFESSIONAL, QUALIFIED INVESTORS AND QUALIFIED CLIENTS. FOR GENERAL PUBLIC DISTRIBUTION IN THE U.S. ONLY.

This material should not be considered as investment advice or a recommendation of any investment manager or account arrangement. Any statements and opinions expressed are as at the date of publication, are subject to change as economic and market conditions dictate, and do not necessarily represent the views of BNY
Mellon or any of its affiliates. The information has been provided as a general market commentary only and does not constitute legal, tax, accounting, other professional counsel or investment advice, is not predictive of future performance, and should not be construed as an offer to sell or a solicitation to buy any security or make an
offer where otherwise unlawful. The information has been provided without taking into account the investment objective, financial situation or needs of any particular person. BNY Mellon and its affiliates are not responsible for any subsequent investment advice given based on the information supplied. This is not investment research
or a research recommendation for regulatory purposes as it does not constitute substantive research or analysis. To the extent that these materials contain statements about future performance, such statements are forward looking and are subject to a number of risks and uncertainties. Information and opinions presented have been
obtained or derived from sources which BNY Mellon believed to be reliable, but BNY Mellon makes no representation to its accuracy and completeness. BNY Mellon accepts no liability for loss arising from use of this material.

All investments involve risk including loss of principal.

Not for distribution to, or use by, any person or entity in any jurisdiction or country in which such distribution or use would be contrary to local law or regulation. This information may not be distributed or used for the purpose of offers or solicitations in any jurisdiction or in any circumstances in which such offers or
solicitations are unlawful or not authorized, or where there would be, by virtue of such distribution, new or additional registration requirements. Persons into whose possession this information comes are required to inform themselves about and to observe any restrictions that apply to the distribution of this information in their
jurisdiction.

Issuing entities

This material is only for distribution in those countries and to those recipients listed, subject to the noted conditions and limitations: For Institutional, Professional, Qualified Investors and Qualified Clients. For General Public Distribution in the U.S. Only.  United States: by BNY Mellon Securities Corporation
(BNYMSC), 240 Greenwich Street, New York, NY 10286. BNYMSC, a registered broker-dealer and FINRA member, and subsidiary of BNY Mellon, has entered into agreements to offer securities in the U.S. on behalf of certain BNY Mellon Investment Management firms. « Europe (excluding Switzerland): BNY Mellon Fund
Management (Luxembourg) S.A., 2-4 Rue EugéneRuppertL-2453 Luxembourg. *« UK, Africa and Latin America (ex-Brazil): BNY Mellon Investment Management EMEA Limited, BNY Mellon Centre, 160 Queen Victoria Street, London EC4V 4LA. Registered in England No. 1118580. Authorised and regulated by the Financial
Conduct Authority. « South Africa: BNY Mellon Investment Management EMEA Limited is an authorised financial services provider. « Switzerland: BNY Mellon Investments Switzerland GmbH, Fraumiinsterstrasse 16, CH-8001 Zrich, Switzerland. « Middle East: DIFC branch of The Bank of New York Mellon. Regulated by the
Dubai Financial Services Authority. « Singapore: BNY Mellon Investment Management Singapore Pte. Limited Co. Reg. 201230427E. Regulated by the Monetary Authority of Singapore. « Hong Kong: BNY Mellon Investment Management Hong Kong Limited. Regulated by the Hong Kong Securities and Futures Commission. «
Japan: BNY Mellon Investment Management Japan Limited. BNY Mellon Investment Management Japan Limited is a Financial Instruments Business Operator with license no 406 (Kinsho) at the Commissioner of Kanto Local Finance Bureau and is a Member of the Investment Trusts Association, Japan and Japan Investment
Advisers Association and Type Il Financial Instruments Firms Association. < Australia: BNY Mellon Investment Management Australia Ltd (ABN 56 102 482 815, AFS License No. 227865). Authorized and regulated by the Australian Securities & Investments Commission. « Brazil: ARX Investimentos Ltda., Av. Borges de Medeiros,
633, 4th floor, Rio de Janeiro, RJ, Brazil, CEP 22430-041. Authorized and regulated by the Brazilian Securities and Exchange Commission (CVM). « Canada: BNY Mellon Asset Management Canada Ltd. is registered in all provinces and territories of Canada as a Portfolio Manager and Exempt Market Dealer, and as a Commodity
Trading Manager in Ontario.

BNY MELLON COMPANY INFORMATION

BNY Mellon Investment Management is one of the world’s leading investment management organizations, encompassing BNY Mellon’s affiliated investment management firms and global distribution companies. BNY Mellon is the corporate brand of The Bank of New York Mellon Corporation and may also be used as a generic term to reference the corporation as
awhole or its various subsidiaries generally. * Insight Investment - Insight North America LLC (INA) is a registered investment adviser under the Investment Advisers Act of 1940 and regulated by the US Securities and Exchange Commission. INA is part of 'Insight' or 'Insight Investment', the corporate brand for certain asset management companies operated by
Insight Investment Management Limited including, among others, Insight Investment Management (Global) Limited (IIMG) and Insight Investment International Limited (IIIL) and Insight Investment Management (Europe) Limited (IIMEL). Insight is a subsidiary of The Bank of New York Mellon Corporation. + Newton Investment Management - Newton” and/or
the “Newton Investment Management” brand refers to the following group of affiliated companies: Newton Investment Management Limited (NIM) and Newton Investment Management North America LLC (NIMNA). NIM is incorporated in the United Kingdom (Registered in England no. 1371973) and is authorized and regulated by the Financial Conduct Authority
in the conduct of investment business. Both Newton firms are registered with the Securities and Exchange Commission (SEC) in the United States of America as an investment adviser under the Investment Advisers Act of 1940. Newton is a subsidiary of The Bank of New York Mellon Corporation. « Alecentra - The Bank of New York Mellon Corporation holds the
majority of The Alcentra Group, which is comprised of the following affiliated companies: Alcentra Ltd. and Alcentra NY, LLC. which are registered with the U.S. Securities & Exchange Commission under the Investment Advisers Act of 1940. Alcentra Ltd is authorized and regulated by the Financial Conduct Authority and regulated by the Securities Exchange
Commission. * ARX is the brand used to describe the Brazilian investment capabilities of BNY Mellon ARX Investimentos Ltda. ARX is a subsidiary of BNY Mellon. * Dreyfus Cash Investment Strategies (Dreyfus) is a division of BNY Mellon Investment Adviser, Inc. (BNYMIA) and Mellon Investments Corporation (MIC), each a registered investment adviser
and subsidiary of BNY Mellon. Mellon Investments Corporation is composed of two divisions; Mellon, which specializes in index management and Dreyfus which specializes in cash management and ultra short strategies. + Walter Scott & Partners Limited (Walter Scott) is an investment management firm authorized and regulated by the Financial Conduct
Authority, and a subsidiary of BNY Mellon. ¢ Siguler Guff - BNY Mellon owns a 20% interest in Siguler Guff & Company, LP and certain related entities (including Siguler Guff Advisers LLC).
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