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Global Economy

March was another volatile month for global markets as investors reacted to the war in Ukraine, the commencement of the rate tightening cycle by the US Fed,
and renewed Covid-19 lockdowns in China. Global commodity prices continued to rise given supply risk presented by the war, though oil prices eased late in the
month on news of US plans to tap strategic reserves and concerns over Chinese demand. Global bond yields rose on the expectation of more aggressive central
bank tightening to fight inflation, with the US Fed raising its policy rate to 0.25% - 0.50% and signaling another hike in each remaining meeting this year. Inflation hit a
40 year high in the US while Eurozone inflation hit a record high in the 23 year history of that economic union, and consumer sentiment has tumbled in both markets.
Economic activity remains resilient however, as the US saw payrolls surprise to the upside and unemployment decline to 3.8%. Globally, most major economy
Purchasing Managers’ Indices held steady or fell only modestly, but remain firmly in expansion territory. The conflict in Ukraine, inflation, and central bank policy will
continue to be key market drivers in what is shaping up to remain a volatile market environment in the near-term.

Global Markets

 Global Equity – Global equities generally rebounded from February’s decline led by US Large Caps, though most major indices ended the first quarter in negative
territory. The emerging markets index lagged in March as shutdowns from China’s zero-Covid policy added to growth headwinds there. Index level P/E multiples
on forward earnings were little changed last month, and valuations in non-US regions and US small caps continue to sit near historic averages while those for US
large caps remain elevated. The war in Ukraine will continue to present downside risk as the conflict’s impact to global inflation and growth erodes the case for
equities, particularly in Europe. For now, the global growth outlook remains above trend relative to recent history, even after some recent downward revisions to
growth forecasts.

 Global Fixed Income – Fixed income indices were broadly negative to wrap up one of the worst quarters in decades for bond performance. The 10-Yr US Treasury
yield soared 51 bps in the month as investors reacted to a more aggressive Fed, sending it close to its average level for the past 15 years. The yield curve has
flattened dramatically with some segments inverting, including the 2-yr/10-Yr spread, sending a possible warning signal for a recession. Credit spreads tightened in
the month but are still wider for the quarter, with IG credit up 24 bps and High Yield 42 bps wider. Spreads, however, remain compressed overall. Rising rates have
sent core fixed income yields to their highest level since 2019, and the more favorable income profile and role as portfolio ballast warrants an upgrade to the
asset class. Volatility in rates and currency should provide enhanced opportunities for absolute return strategies, which can also offer downside protection. A cash
allocation provides portfolio flexibility while rising front-end yields improve the asset’s return potential.
 Global Real Assets & Private Markets – The fourth quarter was the best for US core real estate since the 1970s. All property sectors generated positive returns, with
the industrial sector again significantly outperforming. Global PE activity set a new record in 2021 as managers deployed cash accumulated during the
pandemic. The broad commodities index performed well again in March as the Ukraine war continued to present supply risk, sending its one-year return to +49%.
CPI (+7.9%) and Core CPI (+6.4%) both rose from the prior month and continue to sit at multi-decade highs. Measures of future inflation expectations also rose with
the 10-year inflation breakeven up 21 bps to 2.83%.
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