Third Quarter 2022

Hard times
By: James R. Solloway, CFA, Chief Market Strategist and Senior Portfolio Manager

SEl recently released its third-quarter Economic Outlook. A summary of the conclusions is provided below:

The United Kingdom, under the newly installed Truss government, has been especially aggressive in its tax-
reduction and spending proposals; it is paying the price in the form of a sharp interest-rate spike across the
maturity spectrum in its sovereign bonds and a decline in sterling to record-lows against the US dollar (Source:
“UK bond prices collapse after sterling hits record low.” Reuters. 26 September 2022).

Risk assets more generally have come under pressure following the US Federal Reserve (Fed) more aggressive
talk and actions.

The Fed has finally acknowledged that inflation will not fall back towards its 2% target without a substantial
tightening of monetary policy and some degree of economic pain.

Other central banks, in both advanced and emerging economies, are adopting similar policies aimed at creating
the economic slack necessary to push inflation down.

A global recession is appearing on the horizon, with Europe and the United Kingdom more vulnerable to a
downturn than the United States in the months immediately ahead.

Similar to the COVID-emergency of 2020, fiscal policy is once again being used by European governments to
lessen the pain, this time to shield households and businesses from the full impact of the energy crisis.

We expect further up-and-down volatility across asset classes. We would not rule out another relief rally in the
equity markets, given the extent of bearish sentiment currently prevailing and an oversold condition that
matches what was seen in mid-June.

Short-term gyrations notwithstanding, the primary trend in risk assets still appears to be negative. The Fed
may still be underestimating the extent to which it needs to raise its policy in order to slow the economy and
produce slack in the labor markets.

Inflation in the US has probably peaked, but we do not expect it to fall as rapidly or as far as the Fed is
projecting. We look for wage growth to be sticky because labor markets are still very tight. The drop in
productivity this year is an aggravating factor, but also a puzzling one that economists have yet to resolve.
The Fed historically has stopped raising rates close to the time the economy enters a recession. The central
bank usually begins to cut its policy rate aggressively as the recession deepens and unemployment climbs.
The Federal Open Market Committee’s most recent projections call for a federal funds rate that rises to the
4.4%-t0-4.9% area in 2023, holding at that higher level before easing a percentage point or so in 2024. If
realized, it would make for an unusual cycle. Given the severe inflation pressures the Fed is combatting, a
higher terminal funds rate and a sharper decline from that peak would be more in keeping with past cycles.
Corporate profits have held up well in the US, but the coming slowdown should pressure margins lower. We
anticipate a mild-to-moderate recession in the US and a more severe downturn in the U.K. and Europe.
Equity prices are already anticipating an earnings hit, with US large-cap stocks down already some 20% in the
year-to-date. Although further stock-price weakness probably lies ahead, it is possible that the worst of the
damage to equities may have already occurred.

A full-length paper is available if you wish to learn more about these timely topics.
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This material is not directed to any persons where (by reason of that person's nationality, residence or otherwise) the
publication or availability of this material is prohibited. Persons in respect of whom such prohibitions apply must not

rely on this information in any respect whatsoever. Investment in the funds or products that are described herein are
available only to intended recipients and this communication must not be relied upon or acted upon by anyone who is
not an intended recipient.

This material represents an assessment of the market environment at a specific point in time and is not intended to be
a forecast of future events, or a guarantee of future results. While considerable care has been taken to ensure the
information contained within this document is accurate and up-to-date, no warranty is given as to the accuracy or
completeness of any information and no liability is accepted for any errors or omissions in such information or any
action taken on the basis of this information.

SEl Investments (Europe) Limited (SIEL) acts as distributor of collective investment schemes which are authorised in
Ireland pursuant to the UCITS regulations and which are collectively referred to as the “SEl Funds” in these materials.
These umbrella funds are incorporated in Ireland as limited liability investment companies and are managed by SEI
Investments Global Limited, an affiliate of the distributor. SEI Investments (Europe) Limited utilises the SEI Funds in its
asset management programme to create asset allocation strategies for its clients. Any reference in this document to
any SEI Funds should not be construed as a recommendation to buy or sell these securities or to engage in any related
investment management services. Recipients of this information who intend to apply for shares in any SEI Fund are
reminded that any such application must be made solely on the basis of the information contained in the Prospectus
(which includes a schedule of fees and charges and maximum commission available). Commissions and incentives may
be paid and if so, would be included in the overall costs.) Please refer to our latest Prospectus (which includes
information in relation to the use of derivatives and the risks associated with the use of derivative instruments), Key
Investor Information Document, Summary of UCITS Shareholder rights (which includes a summary of the rights that
shareholders of our funds have) and the latest Annual or Semi-Annual Reports for more information on our funds,
which can be located at Fund Documents. You should read the terms and conditions contained in the Prospectus
(including the risk factors) before making any investment decision.

Data refer to past performance. Past performance is not a reliable indicator of future results. Investments in SEI
Funds are generally medium- to long-term investments. The value of an investment and any income from it can go
down as well as up. Returns may increase or decrease as a result of currency fluctuations. Investors may get back
less than the original amount invested. SEI Funds may use derivative instruments which may be used for hedging
purposes and/or investment purposes. This material represents an assessment of the market environment at a
specific point in time and is not intended to be a forecast of future events.

In addition to the usual risks associated with investing, the following risks may apply: Bonds and bond funds are subject
to interest rate risk and will decline in value as interest rates rise. High-yield bonds involve greater risks of default or
downgrade and are more volatile than investment-grade securities, due to the speculative nature of their investments.
International investments may involve risk of capital loss from unfavourable fluctuation in currency values, from
differences in generally accepted accounting principles or from economic or political instability in other nations.
Emerging markets involve heightened risks related to the same factors as well as increased volatility and lower trading
volume. Narrowly focused investments, securities focusing on a single country, and investments in smaller companies
typically exhibit higher volatility.

The opinions and views in this commentary are of SIEL only and are subject to change. They should not be construed as
investment advice.

This information is issued by SEI Investments (Europe) Limited (SIEL) 1st Floor, Alphabeta, 14-18 Finsbury Square,
London EC2A 1BR, United Kingdom. SIEL is authorised and regulated by the Financial Conduct Authority (FRN 191713).

Issued in South Africa by SEI Investments (South Africa) (Pty) Limited FSP No. 13186 which is a financial services
provider authorised and regulated by the Financial Sector Conduct Authority (FSCA). Registered office: 3 Melrose
Boulevard, 1st Floor, Melrose Arch 2196, Johannesburg, South Africa.

This commentary is intended for information purposes only and the information in it does not constitute financial
advice as contemplated in terms of the Financial Advisory and Intermediary Services Act.

SEI sources data directly from FactSet, Lipper, and BlackRock unless otherwise stated.
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