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Something Has to Give

Employment gains in May were nearly twice as large as forecasters anticipated. Equities
have rallied on the expectation that labor market gains can outlast the Fed'’s tightening
impacts on the broader economy. In a rolling recession scenario, the economy may
escape a plunge, but we're skeptical that recessionary industries under profit pressure
can maintain their hiring pace. We believe a net slowdown in employment is ahead.

Now that the debt ceiling dilemma is resolved, there will be a net increase in US Treasury
bill issuance of perhaps $400 billion in the near term. The bulk of the new issuance is

in shorter-duration bills. These have the highest yields and compete most directly for
bank deposits.

The potential for higher yields to siphon away deposits from weaker US banks is
significant. A shift from bank deposits to US Treasuries should not necessarily result in
new bank failures, but the systemic risk for banks may rise again despite the 4.8% rally in
regional bank shares this week.

Potential return opportunities in small and midcap (SMID) shares are brightening. SMID’s
tepid performance over the past two years has left profitable small cap names now trading
at a 26% discount to larger peers. While large cap growth shares have rallied in 2023,
fast-growing small firms remain in the doldrums.

Value and defensive sectors were winning investing plays in 2022, with dividend growth
shares outperforming the broad market by 12%. As economic and profit growth stalls
and bottoms over the next few quarters, the end of 2023 may mark the twilight of the
defensive trade.

INVESTMENT PRODUCTS: NOT FDIC INSURED - NOT CDIC INSURED - NOT
GOVERNMENT INSURED - NO BANK GUARANTEE - MAY LOSE VALUE
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Something has to give

Persistent demand for services and labor hoarding is keeping employment growth stronger while recessions are
unfolding in manufacturing, trade and residential construction (Figures 1-2). In May, employment gains were nearly
twice as large as forecasters anticipated. Construction, trade and retailing — industries that are weakening — all saw
gains in employment, while manufacturing employment fell only slightly.

Amid negative investor sentiment and bearish positioning in equity markets, equities have rallied on the expectation
that labor market gains can “outlast” the Fed’s tightening impacts on the broader economy. In a rolling recession
scenario, the economy may escape a broad-based plunge. Nonetheless, we are skeptical that recessionary
industries under considerable profit pressure will be able to maintain their hiring pace. With falling inventories and
reduced demand, we believe a net slowdown in employment remains ahead. Booming industries, such as travel
and leisure, will eventually slow, too.

The silver lining

Equity markets will care about future profits. In last week’s CIO Bulletin we discussed the “outperformance” of US
labor markets in spite of headwinds to GDP and corporate profits. While we still strongly expect US unemployment
will rise in the coming two years, it's unlikely corporate profits will underperform. In a “rolling recession” scenario,
the resilience of corporate profits may be the silver lining.

Figure 1: Total US building permits vs heavy Figure 2: US ISM Manufacturing Orders vs Services
construction and civil engineering employment Orders: 50 = Expansion/Contraction

Source Haver Analytics as of June 2, 2023. Grey areas note recessions. Green circle in Figure 2 indicates the divergence between the resilience in the
services industry and the contraction in the manufacturing industry. The indexes are unmanaged. An investor cannot invest directly in an index. They are shown
for illustrative purposes only and do not represent the performance of any specific investment. Index returns do not include any expenses, fees or sales charges,
which would lower performance. Past performance is no guarantee of future results. Real results will vary.

Further tightening ahead as the Treasury drains liquidity

In our view, the US Treasury is about to muscle in on investors. Following last week’s passage of the US debt
ceiling suspension, the Treasury will sharply increase net issuance to rebuild its depleted cash balance. This will
mean a net increase in US Treasury bill issuance of perhaps $400 billion in the near term, with larger borrowings of
longer-dated Treasuries at auction in the months beyond. As of Friday, the Treasury had announced $223 billion in
gross new issues of less than three months in maturity.

Such a heavy supply of “risk free” high yielding Treasuries is competition for investor assets of every sort. With
six-month bills yielding near 5.5%, the bulk of the early borrowing will be concentrated in the highest yielding, least
risky Treasuries. This is more likely than not to effectively tighten financial conditions in the period just ahead.

Ironically, after all the hype, the debt ceiling deal itself won’t be a major factor in the economy. The very

limited agreement didn’t include any structural reforms to age-triggered entitlements in an aging nation. Using
Congressional Budget Office estimates, federal spending growth will be near zero in fiscal year 2024 instead of
growing at a nominal 1%. A slowdown in US government spending in 2024 will neither strengthen nor weaken the
broader economy meaningfully.
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Watch the banks

The US Treasury yield curve is inverted, a condition that has occurred in only 15% of all months since 1960. With
the possibility of further Fed rate hikes ahead, the pressures of an inverted yield curve are most severe for regional
banks. We believe the potential for higher yields to siphon away deposits from weaker US banks is significant. In
coming weeks, we’ll be watching the Fed’s Reverse Repurchase Agreements lending facility and bank reserves to
help monitor the impact (Figures 3-4). While a shift from bank deposits into US Treasuries need not result in new
bank failures, the systemic risk for banks may rise again despite the 4.8% rally in regional bank shares this week.’

Bank shares are already weak. In 2023, they have lost another 25% in value after weakening in 2022. Though the
Fed demonstrated in March that it wouldn’t risk a systemic collapse, individual bank equities can still fall to zero.
Thus, investors have to be wary of the most vulnerable banks, especially those whose portfolios contain a high
percentage of commercial real estate loans. Nonetheless, to the extent that higher US Treasury supply weakens
the shares of healthy banks, it may improve the return outlook for investors with a two-year or longer horizon
(Figure 5).

Figure 3: Fed’s Give and Take: Fed Holdings of US Treasuries and Lending Facility
(Reverse Repurchase Agreements)
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Source: Haver Analytics as of June 2, 2023, and Congressional Budget Office. Grey areas note recession.

Figure 4: US Treasury 6-Month Bill Yield and Yield on US Bank Loan Assets

Source: Haver Analytics as of June 2, 2023. Grey areas note recession.
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Figure 5: US regional bank relative returns to S&P 500 vs US ISM Composite Index

Source: Bloomberg as of June 1, 2023. The indexes are unmanaged. An investor cannot invest directly in an index. They are shown for illustrative purposes
only and do not represent the performance of any specific investment. Index returns do not include any expenses, fees or sales charges, which would lower
performance. Past performance is no guarantee of future results. Real results will vary.

Potential investment opportunities on the other side

Given the level of Treasury issuance in front of us, other markets will likely perform relatively poorly for a time.

As we discussed last week, this could create opportunities in non-US debt, particularly higher yielding investment
grade Emerging Markets. We also see that the valuation of small and mid-cap shares has fallen to record lows by
some measures (Figure 6). While this is partly because of the burst of optimism in Al-driven large cap US tech
shares, we’ve been cautious to add exposures largely because of cyclical risks to the economy. Now that this is
becoming priced in, return opportunities in small and midcap (SMID) shares are brightening.

Capturing improving value outside of mega-caps

The side effects of post-pandemic stimulus — surging inflation and sharply rising borrowing costs — have
predominantly benefited large firms with scale and pricing power. Meanwhile, smaller firms have lagged, giving up
all of their post-Covid era gains.

SMID’s tepid performance over the past two years has left profitable small cap names now trading at a 26%
discount to larger peers. While large cap growth in particular has rallied in 2023, fast-growing small firms remain in
the doldrums (Figure 7).

Small cap value benchmarks are closely tied to performance of regional banks. Though we still expect some further
banking consolidation ahead, broad regional bank shares should recover once economic conditions stabilize.
Regional banks play a key role in the US economy, facilitating and underwriting loans to small businesses in local
markets where large banks are not players. From a valuation perspective, regional banks have only been cheaper
on a price-to-tangible-book basis during the depths of Covid and during the Great Financial Crisis.

While it may be a bit premature to add SMID shares during the Treasuries borrowing boom, quality small cap
value shares look compelling at current levels with a multiyear time horizon. In 2024, when the Fed pivots, we also
expect a catch-up in small cap growth shares, led by non-cyclical health care and technology firms. Remember
that “bearish investors” have a record amount of sidelined money to put to work (Figure 8). These are the riskier
equities we have underweighted over the past 16 months.
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Figure 6: Small Cap/Large Cap US Relative Valuation

Source: Bloomberg as of June 1, 2023. The indexes are unmanaged. An investor cannot invest directly in an index. They are shown for illustrative purposes
only and do not represent the performance of any specific investment. Index returns do not include any expenses, fees or sales charges, which would lower
performance. Past performance is no guarantee of future results. Real results will vary.

Figure 7: Large cap (Nasdaq) vs mid cap growth valuations

Source: Bloomberg as of June 1, 2023. Midcap growth proxied using S&P 400 Growth Index. The indexes are unmanaged. An investor cannot invest directly in an
index. They are shown for illustrative purposes only and do not represent the performance of any specific investment. Index returns do not include any expenses,
fees or sales charges, which would lower performance. Past performance is no guarantee of future results. Real results will vary.

Figure 8: Retail money market funds

Source: Haver Analytics, as of June 2, 2023. Shaded areas are recessions. The indexes are unmanaged. An investor cannot invest directly in an index. They are
shown for illustrative purposes only and do not represent the performance of any specific investment. Index returns do not include any expenses, fees or sales
charges, which would lower performance. Past performance is no guarantee of future results. Real results will vary.
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Why we prefer profitable small caps

While the value proposition in small shares is apparent, moving down in capitalization doesn’t come without taking
on some additional risk. When the Global Investment Committee (GIC) moved small and midcap to overweight in
April 2020, economic and pandemic-related conditions were still highly uncertain, but policy was unambiguously
supportive. We don’t enjoy those same tailwinds today. The longer interest rates stay high, the greater refinancing
risk will be for small, more highly levered companies.

Our preferred way to leg back into the SMID space is through an up-in-quality approach. Profitable small and
midsized stocks are more likely to survive a period where capital costs remain elevated than those that rely

on access to debt or equity markets to sustain growth. This is a segment of the equity market where active
management seeks to add real value by hunting for under-the-radar opportunities while avoiding value traps at risk
of stagnation or bankruptcy.

Why dividend growers and health care remain part of core portfolios

Hiding out in value and defensive sectors was a winning playbook in 2022. Dividend growth shares outperformed
the broad market by 12%, while sectors like energy, pharmaceuticals, staples and utilities delivered positive
performance as growth shares plunged. This ongoing macro uncertainty has led many investors — including us — to
maximize stability in portfolios.

As economic and profit growth stalls and bottoms over the next few quarters, the end of 2023 may mark the twilight
of the defensive trade. We already trimmed our overweight to global pharmaceuticals after 23% outperformance vs
global equities since mid-2021. US large cap value shares are now trading at valuations 21% above their average
since 1995 (Figure 9).

Not all defensive shares were spared last year. Faster-growing health care segments like biotech and life sciences
were hit by rising capital costs, but their underlying business models should be relatively uncorrelated to the
business cycle. The earnings of cyber security specialists remain resilient and will likely be a key secondary
beneficiary from the buildout of Al.

Global dividend growth is another Global Investment Committee (GIC) tactical overweight that's seen smaller
drawdowns since the bear market began in 2022 (Figure 10). While dividend growers tend to lag in early cycle
recoveries, we still believe this strategy has a permanent place in core portfolios given their track record of
long-term outperformance.

The near-term narrative

Higher short-term Treasury interest rates may cause further distortions in yields elsewhere and in the relative value
of certain equity markets. Given our rolling recession scenario, we expect a slow reduction in labor demand, but are
highly confident the Fed will maintain an aggressive higher rate posture until it succeeds in bringing down inflation.
Ultimately, higher rates for longer will cause a rise in unemployment and, finally, a Fed pivot in support of the

labor markets.

Markets will anticipate all this, of course, but not without volatile and potentially valuable moments for investors.
Those investors with fully invested portfolios should consider rotating exposures to positions more likely to profit in
the years to come, as we complete a large adjustment in the US and global economies.
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Figure 9: US growth and value vs non-US equity valuations

Source: Bloomberg as of June 1, 2023. The indexes are unmanaged. An investor cannot invest directly in an index. They are shown for illustrative purposes
only and do not represent the performance of any specific investment. Index returns do not include any expenses, fees or sales charges, which would lower
performance. Past performance is no guarantee of future results. Real results will vary.

Figure 10: Dividend growers vs large caps and profitable small caps

Source: Bloomberg as of June 1, 2023. The indexes are unmanaged. An investor cannot invest directly in an index. They are shown for illustrative purposes
only and do not represent the performance of any specific investment. Index returns do not include any expenses, fees or sales charges, which would lower
performance. Past performance is no guarantee of future results. Real results will vary.
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Disclosures

In any instance where distribution of this communication (“Communication”) is subject to the rules of the US Commodity Futures
Trading Commission (“CFTC”), this communication constitutes an invitation to consider entering into a derivatives transaction
under US CFTC Regulations §§ 1.71 and 23.605, where applicable, but is not a binding offer to buy/sell any financial instrument.

This Communication is prepared by Citi Global Wealth Investments (“CGWI”) which is comprised of the Investments and Capital Markets
capabilities of Citi Private Bank, Citi Global Wealth at Work, Citi Personal Wealth Management and International Personal Bank U.S.

Citi Private Bank, Citi Global Wealth at Work, Citi Personal Wealth Management are businesses of Citigroup Inc. (“Citigroup”), which
provide clients access to a broad array of products and services available through bank and non-bank affiliates of Citigroup. Not all products
and services are provided by all affiliates or are available at all locations. In the U.S., investment products and services are provided by
Citigroup Global Markets Inc. (“CGMI”), member FINRA and SIPC, Citi Private Advisory, LLC (“CPA”), member FINRA and SIPC, and Citi
Global Alternatives, LLC (“CGA”). CPA acts as distributor of certain alternative investment products to certain eligible clients’ segments.
CGMI accounts are carried by Pershing LLC, member FINRA, NYSE, SIPC. Investment management services (including portfolio
management) are available through CGMI, CGA, Citibank, N.A. and other affiliated advisory businesses. Insurance is offered by Citi
Personal Wealth Management through Citigroup Life Agency LLC (“CLA”). In California, CLA does business as Citigroup Life Insurance
Agency, LLC (license number 0G56746). CGMI, CPA, CGA, CLA and Citibank, N.A. are affiliated companies under the common control of
Citigroup.

Outside the U.S., investment products and services are provided by other Citigroup affiliates. Investment Management services (including
portfolio management) are available through CGMI, CGA, Citibank, N.A. and other affiliated advisory businesses. These Citigroup affiliates,
including CGA, will be compensated for the respective investment management, advisory, administrative, distribution and placement
services they may provide.

International Personal Bank U.S. (“IPB U.S.”) is a business of Citigroup which provides its clients access to a broad array of products and
services available through Citigroup, its bank and non-bank affiliates worldwide (collectively, “Citi”’). Through IPB U.S. prospects and clients
have access to the Citigold® Private Client International, Citigold® International, International Personal, Citi Global Executive Preferred,
and Citi Global Executive Account Packages. Investment products and services are made available through Citi Personal Investments
International (“CPII”), a business of Citigroup which offers securities through CGMI, member FINRA and SIPC, an investment advisor and
broker—dealer registered with the Securities and Exchange Commission CGMI and investment accounts are carried by Pershing LLC,
member FINRA, NYSE, and SIPC. Insurance is offered by CPII through CLA. In California, CLA does business as Citigroup Life Insurance
Agency, LLC (license number 0G56746). Citibank, N.A., CGMI and CLA are affiliated companies under common control of Citigroup Inc.

CGWI personnel are not research analysts, and the information in this Communication is not intended to constitute “research”, as that term
is defined by applicable regulations. Unless otherwise indicated, any reference to a research report or research recommendation is not
intended to represent the whole report and is not in itself considered a recommendation or research report.

This Communication is provided for information and discussion purposes only, at the recipient’s request. The recipient should
notify CGWI immediately should it at any time wish to cease being provided with such information. Unless otherwise indicated, (i) it
does not constitute an offer or recommendation to purchase or sell any security, financial instrument or other product or service, or to attract
any funding or deposits, and (ii) it does not constitute a solicitation if it is not subject to the rules of the CFTC (but see discussion above
regarding communication subject to CFTC rules) and (iii) it is not intended as an official confirmation of any transaction.

Unless otherwise expressly indicated, this Communication does not take into account the investment objectives, risk profile or financial
situation of any particular person and as such, investments mentioned in this document may not be suitable for all investors. Citi is not
acting as an investment or other advisor, fiduciary or agent. The information contained herein is not intended to be an exhaustive discussion
of the strategies or concepts mentioned herein or tax or legal advice. Recipients of this Communication should obtain advice based on their
own individual circumstances from their own tax, financial, legal, and other advisors about the risks and merits of any transaction before
making an investment decision, and only make such decisions on the basis of their own objectives, experience, risk profile and resources.

The information contained in this Communication is based on generally available information and, although obtained from sources believed
by Citi to be reliable, its accuracy and completeness cannot be assured, and such information may be incomplete or condensed. Any
assumptions or information contained in this Communication constitute a judgment only as of the date of this document or on any specified
dates and is subject to change without notice. Insofar as this Communication may contain historical and forward-looking information, past
performance is neither a guarantee nor an indication of future results, and future results may not meet expectations due to a variety of
economic, market and other factors. Further, any projections of potential risk or return are illustrative and should not be taken as limitations
of the maximum possible loss or gain. Any prices, values or estimates provided in this Communication (other than those that are identified
as being historical) are indicative only, may change without notice and do not represent firm quotes as to either price or size, nor reflect the
value Citi may assign a security in its inventory. Forward looking information does not indicate a level at which Citi is prepared to do a trade
and may not account for all relevant assumptions and future conditions. Actual conditions may vary substantially from estimates which
could have a negative impact on the value of an instrument.



Views, opinions and estimates expressed herein may differ from the opinions expressed by other Citi businesses or affiliates and are not
intended to be a forecast of future events, a guarantee of future results, or investment advice, and are subject to change without notice
based on market and other conditions. Citi is under no duty to update this document and accepts no liability for any loss (whether direct,
indirect or consequential) that may arise from any use of the information contained in or derived from this Communication.

Investments in financial instruments or other products carry significant risk, including the possible loss of the principal amount invested.
Financial instruments or other products denominated in a foreign currency are subject to exchange rate fluctuations, which may have an
adverse effect on the price or value of an investment in such products. This Communication does not purport to identify all risks or material
considerations which may be associated with entering into any transaction.

Structured products can be highly illiquid and are not suitable for all investors. Additional information can be found in the disclosure
documents of the issuer for each respective structured product described herein. Investing in structured products is intended only for
experienced and sophisticated investors who are willing and able to bear the high economic risks of such an investment. Investors should
carefully review and consider potential risks before investing.

OTC derivative transactions involve risk and are not suitable for all investors. Investment products are not insured, carry no bank or
government guarantee and may lose value. Before entering into these transactions, you should: (i) ensure that you have obtained and
considered relevant information from independent reliable sources concerning the financial, economic and political conditions of the
relevant markets; (ii) determine that you have the necessary knowledge, sophistication and experience in financial, business and
investment matters to be able to evaluate the risks involved, and that you are financially able to bear such risks; and (iii) determine, having
considered the foregoing points, that capital markets transactions are suitable and appropriate for your financial, tax, business and
investment objectives.

This material may mention options regulated by the US Securities and Exchange Commission. Before buying or selling options you should
obtain and review the current version of the Options Clearing Corporation booklet, Characteristics and Risks of Standardized Options. A
copy of the booklet can be obtained upon request from Citigroup Global Markets Inc., 390 Greenwich Street, 3rd Floor, New York, NY
10013.

If you buy options, the maximum loss is the premium. If you sell put options, the risk is the entire notional below the strike. If you sell call
options, the risk is unlimited. The actual profit or loss from any trade will depend on the price at which the trades are executed. The prices
used herein are historical and may not be available when you order is entered. Commissions and other transaction costs are not considered
in these examples. Option trades in general and these trades in particular may not be appropriate for every investor. Unless noted
otherwise, the source of all graphs and tables in this report is Citi. Because of the importance of tax considerations to all option
transactions, the investor considering options should consult with his/her tax advisor as to how their tax situation is affected by the outcome
of contemplated options transactions.

None of the financial instruments or other products mentioned in this Communication (unless expressly stated otherwise) is (i) insured by
the Federal Deposit Insurance Corporation or any other governmental authority, or (ii) deposits or other obligations of, or guaranteed by Citi
or any other insured depository institution.

Citi often acts as an issuer of financial instruments and other products, acts as a market maker and trades as principal in many different
financial instruments and other products, and can be expected to perform or seek to perform investment banking and other services for the
issuer of such financial instruments or other products. The author of this Communication may have discussed the information contained
therein with others within or outside Citi, and the author and/or such other Citi personnel may have already acted on the basis of this
information (including by trading for Citi's proprietary accounts or communicating the information contained herein to other customers of
Citi). Citi, Citi's personnel (including those with whom the author may have consulted in the preparation of this communication), and other
customers of Citi may be long or short the financial instruments or other products referred to in this Communication, may have acquired
such positions at prices and market conditions that are no longer available, and may have interests different from or adverse to your
interests.

IRS Circular 230 Disclosure: Citi and its employees are not in the business of providing, and do not provide, tax or legal advice to any
taxpayer outside Citi. Any statement in this Communication regarding tax matters is not intended or written to be used, and cannot be used
or relied upon, by any taxpayer for the purpose of avoiding tax penalties. Any such taxpayer should seek advice based on the taxpayer’s
particular circumstances from an independent tax advisor.

Neither Citi nor any of its affiliates can accept responsibility for the tax treatment of any investment product, whether or not the investment is
purchased by a trust or company administered by an affiliate of Citi. Citi assumes that, before making any commitment to invest, the
investor and (where applicable, its beneficial owners) have taken whatever tax, legal or other advice the investor/beneficial owners consider
necessary and have arranged to account for any tax lawfully due on the income or gains arising from any investment product provided by
Citi.

This Communication is for the sole and exclusive use of the intended recipients and may contain information proprietary to Citi which may
not be reproduced or circulated in whole or in part without Citi’s prior consent. The manner of circulation and distribution may be restricted
by law or regulation in certain countries. Persons who come into possession of this document are required to inform themselves of, and to
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observe such restrictions. Citi accepts no liability whatsoever for the actions of third parties in this respect. Any unauthorized use,
duplication, or disclosure of this document is prohibited by law and may result in prosecution.

Other businesses within Citigroup Inc. and affiliates of Citigroup Inc. may give advice, make recommendations, and take action in the
interest of their clients, or for their own accounts, that may differ from the views expressed in this document. All expressions of opinion are
current as of the date of this document and are subject to change without notice. Citigroup Inc. is not obligated to provide updates or
changes to the information contained in this document.

The expressions of opinion are not intended to be a forecast of future events or a guarantee of future results. Past performance is not a
guarantee of future results. Real results may vary.

Although information in this document has been obtained from sources believed to be reliable, Citigroup Inc. and its affiliates do not
guarantee its accuracy or completeness and accept no liability for any direct or consequential losses arising from its use. Throughout this
publication where charts indicate that a third party (parties) is the source, please note that the attributed may refer to the raw data received
from such parties. No part of this document may be copied, photocopied or duplicated in any form or by any means, or distributed to any
person that is not an employee, officer, director, or authorized agent of the recipient without Citigroup Inc.’s prior written consent.

Citigroup Inc. may act as principal for its own account or as agent for another person in connection with transactions placed by Citigroup
Inc. for its clients involving securities that are the subject of this document or future editions of the document.

Bonds are affected by a number of risks, including fluctuations in interest rates, credit risk and prepayment risk. In general, as prevailing
interest rates rise, fixed income securities prices will fall. Bonds face credit risk if a decline in an issuer’s credit rating, or creditworthiness,
causes a bond’s price to decline. High yield bonds are subject to additional risks such as increased risk of default and greater volatility
because of the lower credit quality of the issues. Finally, bonds can be subject to prepayment risk. When interest rates fall, an issuer may
choose to borrow money at a lower interest rate, while paying off its previously issued bonds. As a consequence, underlying bonds will lose
the interest payments from the investment and will be forced to reinvest in a market where prevailing interest rates are lower than when the
initial investment was made.

Bond rating equivalence
Alpha and/or numeric symbols used to give indications of relative credit quality. In the municipal market, these designations are published by
the rating services. Internal ratings are also used by other market participants to indicate credit quality.

Bond credit quality ratings Rating agencies

Credit risk Moody's' Standard and Poor’s? Fitch Ratings?
Investment Grade

Highest quality Aaa AAA AAA
High quality (very strong) Aa AA AA
Upper medium grade (Strong) A A A
Medium grade Baa BBB BBB
Not Investment Grade

Lower medium grade (somewhat speculative) Ba BB BB
Low grade (speculative) B B B
Poor gquality (may default) Caa CcCC CccC
Most speculative Ca CcC cC
No interest being paid or bankruptcy petition filed C D

In default C D

1 The ratings from Aa to Ca by Moody's may be modified by the addition of a1, 2, or 3 to show relative standing within the category.
2 Theratings from AA to CC by Standard and Poor’s and Fitch Ratings may be modified by the addition of a plus or a minus to show relative standing
within the category.

(MLP’s) - Energy Related MLPs May Exhibit High Volatility. While not historically very volatile, in certain market environments Energy
Related MLPS may exhibit high volatility.

Changes in Regulatory or Tax Treatment of Energy Related MLPs. If the IRS changes the current tax treatment of the master limited
partnerships included in the Basket of Energy Related MLPs thereby subjecting them to higher rates of taxation, or if other regulatory
authorities enact regulations which negatively affect the ability of the master limited partnerships to generate income or distribute dividends
to holders of common units, the return on the Notes, if any, could be dramatically reduced. Investment in a basket of Energy Related MLPs
may expose the investor to concentration risk due to industry, geographical, political, and regulatory concentration.

Mortgage-backed securities ("MBS"), which include collateralized mortgage obligations ("CMOs"), also referred to as real estate mortgage
investment conduits ("REMICs"), may not be suitable for all investors. There is the possibility of early return of principal due to mortgage
prepayments, which can reduce expected yield and result in reinvestment risk. Conversely, return of principal may be slower than initial
prepayment speed assumptions, extending the average life of the security up to its listed maturity date (also referred to as extension risk).

Additionally, the underlying collateral supporting non-Agency MBS may default on principal and interest payments. In certain cases, this
could cause the income stream of the security to decline and result in loss of principal. Further, an insufficient level of credit support may



result in a downgrade of a mortgage bond's credit rating and lead to a higher probability of principal loss and increased price volatility.
Investments in subordinated MBS involve greater credit risk of default than the senior classes of the same issue. Default risk may be
pronounced in cases where the MBS security is secured by, or evidencing an interest in, a relatively small or less diverse pool of underlying
mortgage loans.

MBS are also sensitive to interest rate changes which can negatively impact the market value of the security. During times of heightened
volatility, MBS can experience greater levels of illiquidity and larger price movements. Price volatility may also occur from other factors
including, but not limited to, prepayments, future prepayment expectations, credit concerns, underlying collateral performance and technical
changes in the market.

Alternative investments referenced in this report are speculative and entail significant risks that can include losses due to leveraging or
other speculative investment practices, lack of liquidity, volatility of returns, restrictions on transferring interests in the fund, potential lack of
diversification, absence of information regarding valuations and pricing, complex tax structures and delays in tax reporting, less regulation
and higher fees than mutual funds and advisor risk.

Asset allocation does not assure a profit or protect against a loss in declining financial markets.

The indexes are unmanaged. An investor cannot invest directly in an index. They are shown for illustrative purposes only and do not
represent the performance of any specific investment. Index returns do not include any expenses, fees or sales charges, which would lower
performance.

Past performance is no guarantee of future results.

International investing entails greater risk, as well as greater potential rewards compared to US investing. These risks include political and
economic uncertainties of foreign countries as well as the risk of currency fluctuations. These risks are magnified in countries with emerging
markets, since these countries may have relatively unstable governments and less established markets and economics.

Investing in smaller companies involves greater risks not associated with investing in more established companies, such as business risk,
significant stock price fluctuations and illiquidity.

Factors affecting commodities generally, index components composed of futures contracts on nickel or copper, which are industrial metals,
may be subject to a number of additional factors specific to industrial metals that might cause price volatility. These include changes in the
level of industrial activity using industrial metals (including the availability of substitutes such as manmade or synthetic substitutes);
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The information contained herein is not intended to be an exhaustive discussion of the strategies or concepts mentioned herein or tax or
legal advice. Readers interested in the strategies or concepts should consult their tax, legal, or other advisors, as appropriate.

Diversification does not guarantee a profit or protect against loss. Different asset classes present different risks.
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