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BUY AMERICA

Since 1987, the average annual return of a portfolio
consisting of 60% stocks' and 40% bonds? has been 8%.
So far in 2024, it is up 12%, the second consecutive year
of above-average returns for balanced portfolios. Global
equities have gained 19%, led by U.S. large caps. Fixed
income has produced lower but positive returns, as high
yield bonds have buffered modest performance from high-
grade credit and Treasurys. Going forward, we expect
more modest gains for 60/40 portfolios with U.S. equities
leading the charge again.

We maintain a preference for equities over fixed income,
reflecting our base case of continued economic growth. As
shown in the exhibit, the expected level at which the
Federal Reserve policy rate settles this cycle has
materially increased since mid-September. We believe this
reflects a mix of stronger growth expectations and risk of
higher inflation.

Our top two risk cases incorporate the possibility of
inflation as a result of potential U.S. presidential policies.
In the more benign risk scenario, stronger growth
accompanies inflation. We believe this would result in
equities outperforming fixed income. Equities historically
have been able to maintain today’s valuations with
inflation at or even above 4%, but growth is important. In
the second risk scenario, there is no positive growth
impulse. We would expect higher inflation to weigh on
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equities and most other major assets, with few other
assets such as gold ending up as beneficiaries.

“Buy America” is another one of our key tactical calls. We
expect U.S. equities to benefit from a better economic
backdrop and healthier corporate profits than most other
regions. We also believe that non-U.S. companies are
more negatively exposed to the policies floated by the
incoming U.S. government. For example, higher tariffs
likely would weigh on Chinese and European company
profits, while non-U.S. regions would see little benefit from
U.S. tax cuts and reduced regulation. With that said, there
is a wide range of potential outcomes, supporting regional
diversification in a portfolio.

Within fixed income, we continue to like high yield. Its
starting yield of above 7% is attractive given strong
fundamentals and a supportive technical backdrop. We
see more limited upside for investment grade credit and
Treasurys given historically tight investment grade
spreads and low odds of a sharp drop in rates. Given we
do see incrementally higher inflation risks as a result of
possible policies from the U.S. government, we think some
inflation protection through inflation-linked bonds is
prudent.

The expected level at which the Fed policy rate settles this cycle has increased since mid-September.
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Source: Northern Trust Asset Management, Bloomberg. Consensus expectations for the Fed Funds rate through 2026. Expectations are from
8/31/2024 through 11/13/2024. Historical trends are not predictive of future results. 'As represented by the MSCI All World Country Index
(ACWI), which tracks the performance of equities globally. 2As represented by the Bloomberg U.S. Aggregate Bond Index, which tracks to
performance of the U.S. bond market. Index performance returns do not reflect any management fees, transaction costs or expenses. It is not

possible to invest in any index.




BASE CASE EXPECTATIONS
Soft Landing

Global growth will settle around trend, supported by
ongoing U.S. economic strength and labor market/
consumer resilience. Inflation will continue to ease
toward 2%.

RISK CASE SCENARIOS

Reflation

Policies of the incoming U.S. Administration have a net
stimulative effect, leading to above-trend growth, persistent
inflation and a pause in the Fed rate-cutting cycle.

Central Bank Easing

Lower inflation has allowed major central banks to start
cutting policy rates. We expect central bank easing to
continue, though the timing and trajectory may vary
depending on regional economic conditions.

Supply Restraint

Supply-side disruptions from immigration restrictions
and higher tariffs weigh on economic activity and halt the
disinflationary process until a recession takes shape.
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Prepared by Northern Trust Asset Management for United Bank.

NTAM is not affiliated with United Bank and permission to distribute this content does not constitute or imply any endorsement or sponsorship of any
third party’s product, services, or organization.

UNLESS NOTED OTHERWISE, DATA IN THIS PIECE IS SOURCED FROM BLOOMBERG AS OF NOVEMEBER 2024.

The information contained herein is intended for use with current or prospective clients of Northern Trust Investments, Inc (NTI) or its affiliates. The
information is not intended for distribution or use by any person in any jurisdiction where such distribution would be contrary to local law or regulation.
(NTI) or its affiliates may have positions in and may effect transactions in the markets, contracts and related investments different than described in
this information. This information is obtained from sources believed to be reliable, its accuracy and completeness are not guaranteed, and is subject
to change. Information does not constitute a recommendation of any investment strategy, is not intended as investment advice and does not take into
account all the circumstances of each investor.

This report is provided for informational purposes only and is not intended to be, and should not be construed as, an offer, solicitation or
recommendation with respect to any transaction and should not be treated as legal advice, investment advice or tax advice. Recipients should not
rely upon this information as a substitute for obtaining specific legal or tax advice from their own professional legal or tax advisors. References to
specific securities and their issuers are for illustrative purposes only and are not intended and should not be interpreted as recommendations to
purchase or sell such securities. Indices and trademarks are the property of their respective owners. Information is subject to change based on
market or other conditions.

All securities investing and trading activities risk the loss of capital. Each portfolio is subject to substantial risks including market risks, strategy risks,
advisor risk, and risks with respect to its investment in other structures. There can be no assurance that any portfolio investment objectives will be
achieved, or that any investment will achieve profits or avoid incurring substantial losses. No investment strategy or risk management technique

can guarantee returns or eliminate risk in any market environment. Risk controls and models do not promise any level of performance or guarantee
against loss of principal. Any discussion of risk management is intended to describe (NTI) or its affiliates’ efforts to monitor and manage risk but does
not imply low risk.

Past performance is not a guarantee of future results. Performance returns and the principal value of an investment will fluctuate. Performance
returns contained herein are subject to revision by (NTI) or its affiliates. Comparative indices shown are provided as an indication of the performance
of a particular segment of the capital markets and/or alternative strategies in general. Index performance returns do not reflect any management fees,
transaction costs or expenses. It is not possible to invest directly in any index. Net performance returns are reduced by investment management fees
and other expenses relating to the management of the account. Gross performance returns contained herein include reinvestment of dividends and
other earnings, transaction costs, and all fees and expenses other than investment management fees, unless indicated otherwise. For NTI prospects
or clients, please refer to Part 2a of the Form ADV or consult an NTI representative for additional information on fees.

Forward-looking statements and assumptions are (NTI) or its affiliates’ current estimates or expectations of future events or future results based
upon proprietary research and should not be construed as an estimate or promise of results that a portfolio may achieve. Actual results could differ
materially from the results indicated by this information.
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