CCCERA

Contra Costa County Employees’
Retirement Association

AGENDA

RETIREMENT BOARD MEETING

REGULAR MEETING
March 23, 2022, 9:00 a.m.

The Board of Retirement will hold its meeting via teleconferencing as permitted by Government
Code Section 54953(e). The meeting is accessible telephonically at 669-900-6833,

Webinar ID: 857 2696 8214, Passcode: 298325, or via the web at:
https://usO6web.zoom.us/j/85726968214?pwd=STNJMHVPc1dGbXhzNnNpbFBrbTIlsZz09
Passcode: 298325

Persons who wish to address the Board of Retirement during public comment may call in during the
meeting by dialing the phone number and passcode above. Access via Zoom is also available at the
weblink above. To indicate you wish to speak during public comment, please select *9 on your
phone or “raise your hand” in the Zoom app.

Public comments are limited to any item that is within the subject matter jurisdiction of the Board of
Retirement. Comments will be received in real time via telephone or Zoom, subject to a three-
minute time limit per speaker.

THE RETIREMENT BOARD MAY DISCUSS AND TAKE ACTION ON THE FOLLOWING:

1. Pledge of Allegiance.

2. Roll Call.

3. Accept comments from the public.

4, Approve minutes from the February 23, 2022 meeting.

5. Review of total portfolio performance for period ending December 31, 2021.

a. Presentation from Verus
b. Presentation from staff

6. Update on private equity and real estate allocations.
7. Information session from CCCERA’s actuary, Segal—Considerations when approaching
Full Funding.

The Retirement Board will provide reasonable accommodations for
persons with disabilities planning to attend Board meetings who
contact the Retirement Office at least 24 hours before a meeting.



https://us06web.zoom.us/j/85726968214?pwd=STNJMHVPc1dGbXhzNnNpbFBrbTlsZz09

Miscellaneous
a. Staff Report
b. Outside Professionals’ Report
c. Trustees’ comments

The Retirement Board will provide reasonable accommodations for
persons with disabilities planning to attend Board meetings who
contact the Retirement Office at least 24 hours before a meeting.
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CCCERA

Contra Costa County Employees’
Retirement Association

RETIREMENT BOARD MEETING MINUTES

REGULAR MEETING
February 23, 2022
9:00 a.m.

The Board of Retirement meeting was accessible telephonically at (669) 900-6833, Webinar ID
817 3480 6212 Passcode 574719, as permitted by Government Code Section 54953(e).

1. Pledge of Allegiance

The Board and staff joined in the Pledge of Allegiance.
2. Roll Call

Present: Candace Andersen, Dennis Chebotarev, Donald Finley, Scott Gordon, Jerry
Holcombe, Louie Kroll, Jay Kwon, David MacDonald, John Phillips, Reggie
Powell, Mike Sloan and Russell Watts.

Absent: None

Staff: Gail Strohl, Chief Executive Officer; Christina Dunn, Deputy Chief Executive
Officer; Timothy Price, Chief Investment Officer, Karen Levy, General Counsel,
and Tim Hoppe, Retirement Services Manager.

Outside Professional Support: Representing:
None

3. Accept comments from the public

No member of the public offered comment.

4, Approve of Minutes

It was M/S/C to approve the minutes from the January 26, 2022 meeting. (Yes: Andersen,
Chebotarev, Finley, Gordon, Holcombe, Kroll, MacDonald, Phillips and Watts).

CLOSED SESSION

The Board moved into Closed Session pursuant to Govt. Code Section 54956.9 (d) (1) to confer
with legal counsel regarding pending litigation.

The Board moved into open session.

5. There was no reportable action related to the following pending litigation:
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February 23, 2022

a. Nowicki v. CCCERA, et al., Contra Costa County Superior Court, Case No.
C1701266

6. Annual statement of compliance with Board resolutions

Price presented the annual statement of compliance with Board resolutions.

It was M/S/C to adopt the annual statement of compliance with Board resolutions. (Yes:
Andersen, Chebotarev, Finley, Gordon, Holcombe, Kroll, MacDonald, Phillips and Watts).

7. Consider and take possible action to adopt Board of Retirement Resolution 2022-1 to
increase the salary ranges by 3% for all unrepresented classifications effective April 1,
2022, with the exception of the Chief Executive Officer

It was M/S/C to adopt Board of Retirement Resolution 2022-1 to increase the salary ranges
by 3% for all unrepresented classifications effective April 1, 2022, with the exception of the
Chief Executive Officer. (Yes: Andersen, Chebotarev, Finley, Gordon, Holcombe, Kroll,
MacDonald, Phillips and Watts).

8. Consider authorizing the attendance of Board:

a. No action taken on this item.

9. Miscellaneous

a. Staff Report- Strohl reported CCCERA continues to receive a higher than usual
number of retirement applications. The lobby doors continue to be closed
although staff are accepting in-person member appointments and continue to
conduct virtual and telephone appointments.

b. Outside Professionals - None

c. Trustees’ comments — Finley reported he attended the Sit Client Conference in
Scottsdale, Arizona. He was very impressed with the content of the conference
and was very pleased to hear from other attendees the praise they had for Tim
and the Investment team for the functionally focused portfolio and wanted to
recognize Tim and his team for that praise.

Phillips commented Sit was rated by Barron’s in this weekend’s edition as the
number one Fund family.

It was M/S/C to adjourn the meeting. (Yes: Andersen, Chebotarev, Finley, Gordon, Holcombe,
Kroll, MacDonald, Phillips and Watts)

Scott Gordon, Chairman Jerry R. Holcombe, Secretary
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Recent Verus research

Visit: https://www.verusinvestments.com/insights/

Topics of interest Annual research

INTEGRATING ACTIVE RETURN INTO ASSET

ALLOCATION MODELING 2022 CAPITAL MARKET ASSUMPTIONS

THE ROLE OF INCOME IN PORTFOLIOS

Some important developments occurred in the last
year. During our 2022 Capital Market Assumptions
webinar, we discussed:

Long-term asset class forecasts, or capital market
assumptions, typically focus on the future performance
of broad markets. However, most investors employ
some combination of passive and active management — Market movements of 2021 and how these shifts
in their portfolios. And active management is most have improved our long-term outlook,

often pursued with the expectation that returns will be — The impact of rising inflation and interest rates on
different than that of the broad market (specifically, asset class expectations,

Many aspects of investing are fundamentally rooted in
the idea that total investment return includes both
investment income and investment price appreciation
(growth). Nearly every asset class can be decomposed
into these two characteristics—some assets being
composed mostly of income and some assets being
composed mostly of price appreciation. As interest

rates have fallen around the world, the importance of
income, and the role it plays in portfolios, has seen a
dramatic increase. In this Topic of Interest, we revisit
these two fundamental characteristics to provide
investors with a lens with which to view decision-
making in the current market environment.

that “active return” will be achieved above and beyond
the market return). If capital market assumptions are
typically comprised of market forecasts, but investors
tend to build portfolios with the expectation of market
return plus active return, how might investors estimate
the expected behavior of active management (active
return) in their asset allocation work? In this Topic of
Interest we look at this question from multiple angles.

— And our newly released forecasts for specific hedge
fund styles, and forecasts for various
strategies/approaches with the private credit
universe.

Consulting | Outsourced CIO (OCIO) | Risk Advisory | Private Markets




Verus business update

2021

We celebrated our 35t anniversary. Wurts Johnson & Company (founding name) was established in
January 1986.

Eight employees passed their CFA exams, including two who passed Level lll, earning their charters.
Verus now has a total of 32 CFA charterholders.

Jeff MacLean, CEO, was awarded the 2021 Knowledge Broker Award by CIO Magazine in September.
Verus expanded the ownership group to 30 employees. 95% of senior consultants are shareholders.

We continued to grow our Pittsburgh footprint by adding three professionals for a total of five and
moved to a new space on Liberty Avenue. Verus established our “east coast” office in Pittsburgh, PA
in May 2020.

Our national client footprint expanded to 23 states, with our recent additions of clients in
Massachusetts, lllinois, and Texas.

Our assets under advisement has reached over $664 billion, as a result of strong markets and
success in retaining several new clients. Our OCIO business saw continued growth as well, surpassing
S5 billion in assets.

We completed a third-party verification process that supports our claim of GIPS* compliance and
have implemented the verified GIPS and policies and procedure for our OCIO performance
composites. We have 17 unique composites. Our E&F and Taft-Hartley composites now have
>5-year track records.

The IIDC grew to 24 consulting firms with over $32 trillion in assets under advisement. Verus
founded the Institutional Investing Diversity Cooperative in December 2020, leading a call to action
in the consulting industry for disclosure of asset manager diversity data at the investment team
level.

Consulting | Outsourced CIO (OCIO) | Risk Advisory | Private Markets

2022

Managing Director | Senior Consultant,
Margaret Jadallah plans to retire
towards the end of the year.
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4th quarter summary

THE ECONOMIC CLIMATE

— Real GDP grew at a 4.9% rate year-over-year in the third
quarter (+2.3% quarterly annualized rate). A slowdown in
consumer spending contributed to a lower rate of growth.
This was due to a combination of factors, including new
COVID-19 restrictions, a delay in the reopening of
businesses across the country, and general fear of virus
spread which has led to less spending on services. p. 9

— The U.S. labor market improved further, as unemployment
fell from 4.8% to 3.9%. The labor force participation rate
has also improved, though very gradually, rising from 61.6%
to 61.9%. p. 14

PORTFOLIO IMPACTS

— Credit spreads have reached extremely tight levels. High
yield bonds traded at a credit spread of 283 bps at year-
end. However, these spread levels may be justified by
record-low bond default activity. Just 0.4% of U.S. high
yield bonds defaulted in 2021, on a par-weighted basis. p.
24

— U.S. core CPl increased 5.5% year-over-year in December.
Headline inflation, which includes all goods, reached 7.0%.
Large price increases have occurred across many goods and
services, though approximately half of the rise in inflation
continues to be driven by energy prices and automobiles.
p. 13

THE INVESTMENT CLIMATE

— In December it was announced that Senator Joe Manchin
had communicated a hard “No” regarding his support for
the Build Back Better bill. For months, Democrats have
sought a solution to the disparate needs and spending
interests of their party. p. 12

— Extremely fast spread of the Omicron variant worldwide
does not seem to have had an outsized impact on the
markets. While this new wave has in fact led to shutdowns
in certain economies, much of the world has remained
open, perhaps in acknowledgment that the health effects
of Omicron are believed to be milder in nature. p. 10

ASSET ALLOCATION ISSUES

— Equity markets delivered strong returns in Q4, up +6.7%
and ending the year up 18.5% (MSCI ACWI). U.S. equities
delivered 11.0% during the quarter, while international
equities delivered 2.7% and emerging market equities saw

a slight loss of -1.3%, on an unhedged currency basis. p. 27

— Size and Value factor performance was negative once again

during Q4. Large capitalization stocks significantly
outperformed small capitalization stocks and Growth beat
Value. Tighter monetary conditions and a pullback in some
growth stocks has renewed talks of a possible Value
rotation. p. 29

Risk assets
continue to
perform
strongly,
despite rapid
global spread
of the Omicron
variant
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What drove the market in Q4?7

GLOBAL CASE GROWTH VS. LAGGED DEATHS (7-DAY TRAILING AVERAGE)
“World is put on high alert over the Omicron coronavirus variant”

NUMBER OF NEW DETECTED COVID-19 INFECTIONS WORLDWIDE (MILLIONS) g ’ 00
Jul Aug Sep Oct Nov Dec = 12:22:
15.6 19.9 16.0 13.0 15.7 25.4 1
Article Source: CNN, as of November 28", 2021 o
(I)Dec—ZO Feb-21 Apr-21 Jun-21 Aug-21 Oct-21 Dec-21
Cases [L] Deaths (two-week lag) [R]

“‘Transitory’ is out for describing inflation at the Fed... what will take its
Source: Bloomberg, as of 12/31/21

place?”
HEADLINE CONSUMER PRICE INFLATION (YEAR-OVER-YEAR) IMPLIED EFFECTIVE FED FUNDS RATE
Jul Aug Sep Oct Nov Dec 2.0%
5.4% 5.3% 5.4% 6.2% 6.8% 7.0% L 5%
Article Source: MarketWatch, December 15, 2021 1.0% >
0.5% /
“Unphased by Omicron, Fed policymakers show greater consensus for 0.0%
faster taper” Sep-21 Sep-22 Sep-23 Sep-24
FEDERAL RESERVE BALANCE SHEET SIZE (TRILLIONS) 9/30/2021 == 12/31/2021
Jul Aug Sep Oct Nov Dec Source: Bloomberg, as of 12/31/21
$8.2T $8.3T $8.4T $8.6T $8.7T $8.8T

S&P 500 INDEX — CUMULATIVE NUMBER OF RECORD CLOSES IN 2021
Article Source: Reuters, December 2", 2021
80

“Dow, S&P 500 end at all-time records as U.S. stocks extend winning &
streak amid strong company earnings” 40
S&P 500 INDEX — NUMBER OF CUMULATIVE YEAR-TO-DATE RECORD CLOSES "
Jul Aug Sep Oct Nov Dec
41 53 >4 59 66 70 gec—ZO Feb-21 Apr-21 Jun-21 Aug-21 Oct-21 Dec-21

Article Source: October 26, 2021
Source: Standard & Poor’s, Bloomberg, as of 12/31/21
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Economic environment
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U.S. economics summary

— Real GDP grew at a 4.9% rate year-
over-year in the third quarter
(+2.3% quarterly annualized rate).
A slowdown in consumer spending
contributed to a lower pace of
growth. This was due to a
combination of factors, including
new COVID-19 restrictions, a delay
in the reopening of businesses, and
general fear of virus spread which
has led to less spending on
services. As GDP growth is stated in
inflation-adjusted terms, higher
inflation has also contributed to
slower economic growth.

— U.S. core CPI, which excludes food
and energy prices, increased 5.5%
year-over-year in December.
Headline inflation, which includes
all goods, reached 7.0%. Large
price increases have occurred
across many goods and services,
though approximately half of the
rise in inflation continues to be
driven by energy prices and
automobiles.

— The U.S. unemployment fell

further, from 4.8% to 3.9% during
Q4. The labor force participation
rate has improved, though very
gradually, rising from 61.6% to
61.9%.

After months of political
brinksmanship, it appears the Build
Back Better plan has stalled, as
Senator Joe Manchin had
communicated a hard “No” on his
support for the Build Back Better
bill. Democrats continue to seek a
solution to the disparate needs and
spending interests of their party.

— U.S. home prices increased +19.1%

over the past year ending October.
However, price growth may be
cooling off, as the inventory of
homes has expanded materially
and mortgage interest rates have
begun to rise.

Consumer sentiment was mixed
during the quarter. Depressed
survey levels suggest we are no
longer in the euphoric spending
environment of mid to late 2021.

Most Recent 12 Months Prior

Real GDP (YoY)

Inflation
(CPI YoY, Core)

Expected Inflation
(5yr-5yr forward)

Fed Funds Target
Range

10-Year Rate

U-3 Unemployment

U-6 Unemployment

4.9%
9/30/21

5.5%
12/31/21

2.3%
12/31/21

12/31/21

1.51%
12/31/21

3.9%
12/31/21

7.3%
12/31/21

(2.9%)

9/30/20

1.6%
12/31/20

2.0%
12/31/20

0% —0.25% 0% —0.25%

12/31/20

0.91%
12/31/20

6.7%
12/31/20

11.7%
12/31/20
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GDP growth

Real GDP grew at a 4.9% rate year-over-year in the third
quarter (+2.3% quarterly annualized rate). During the quarter, a
slowdown in consumer spending resulted in a lower pace of
growth. This was partly a factor of new COVID-19 restrictions
and a delay in the reopening of businesses across the country.
Fear of contracting the virus likely led to less spending on
services. Government assistance to businesses and households
also continued to fall, creating a drag on growth. On the other
hand, a strong rebuilding of inventories by businesses had a
large positive impact on economic growth.

Although Q3 showed a weaker rate of growth, expectations
more broadly are for further strong economic expansion—

U.S. REAL GROSS DOMESTIC PRODUCT
20,000
19,500
19,000
18,500

18,000

Real GDP (S Billions)

17,500

17,000

Jan-18 Jan-19 Jan-20 Jan-21

Source: FRED, as of 9/30/21

materially above pre-pandemic rates. The Atlanta Fed GDPNow
estimate, as of January 14th, suggests a GDP growth rate of
6.8% in the fourth quarter (seasonally-adjusted quarterly
annualized rate).

U.S. GDP growth is traditionally quoted in inflation-adjusted
terms. This means that higher inflation has contributed to
slower GDP growth, as shown below. It will be important to
watch the rate of inflation and the impact of higher inflation on
GDP figures. Multiple past U.S. recessions were caused at least
partially by rising inflation rather than solely by slowing growth
(see 1970s, 1980s).

U.S. REAL GDP COMPONENTS (QO0Q)

50
40
30
20
10
0
-10
-20
-30
-40
-50

U.S. Real GDP Growth (QoQ)

Q319

Q419

Q120 Q220 Q320

B Consumption M Investment M Government

Source: FRED, as of 9/30/21

Q4 20

M Exports

Although Q3
was relatively
weak,
economists
expect continued

above-average
GDP growth

Q121 Q221 Q321

W Imports H Inventories
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Omicron variant

COVID-19 variant B.1.1.529 (Omicron) was COVID WAVE CASE DOUBLING TIME — GAUTENG PROVINCE, SOUTH AFRICA
discovered in Botswana on November 11th B0~ — First wave Doubling time*

and has since spread exponentially around 704 — Second wave Fourth wave (omicron)=1-2 days
the globe, replacing the delta variant as the —— Third wave Third wave (delta)=1-5 days
dominant global strain. 601 — Fourth wave Second wave (beta)=1-7 days

50 First wave (D614G)=1-3 days

7-day moving average of national
daily cases per 100000 population

Based on available studies and data, the 404
Omicron variant is much more infectious than 30
prior variants, but its symptoms are less 20—
severe. In the Gauteng province within South
Africa, the doubling time of cases proved to =<
be faster than each of the previous three 0=
waves at 1.2 days Source: The Lancet Days
While case growth has accelerated more SOUTH AFRICAN CASES AND DEATHS STRAIN DOMINANCE IN THE UNITED STATES
quickly than in previous waves in South
25,000 700 100%

Africa, hospitalizations and deaths have not
. . . 600
paced the increase in cases, leaving some to 20,000 75%

predict that symptoms may be less severe. 15,000 -

400 50%
Some have argued that it is a good thing that 10,000 300
. . . .. 259
a highly infectious but not severe strain is 200 2%
. . . 5,000
spreading around the world, because it will 100 0%
provide some level of neutralizing antibodies - - S3LRLIQVLEHIXSLLTILRILY
o : Dec-19 Jun-20 Dec-20 Jun-21 Dec-21 S FYSTRRsoesaa s oIS S
to the people it infects, shortening the path R
to herd immunity. A more pessimistic view Seven-day average daily case growth [L] (G — i SO AR
. . . M lota (New York jant BG Brazil jant
would be that “letting it rip” would allow Seven-day average daily death growth (two week lag) [R] ota (New York variant) amma (Brazil variant)
. . Delta (India variant) M Alpha (U.K. variant)
more time for the virus to mutate to a more
deadly strain. Source: Bloomberg, as of 12/31/21 Source: CDC, as of 1/15/22
Investment Landscape 10
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COVID-19 case growth monitors

DAILY AVERAGE CASE GROWTH (SEVEN-DAY TRAILING)

DAILY AVERAGE CASE GROWTH (SEVEN-DAY TRAILING) — PER 100,000

1,100,000
240
1,000,000
220 g
900,000 200
800,000 180
700,000 : 160
600,000 140
500,000 1240
100
400,000
300,000
200,000
100,000
0 , =
SIIRISISSI]JIRIIFIIJIIIAFFA SRR - =R - -
c 0 — — >. c -_ uo o 9+ > Q c 0 — — >. c — m o + > Q 1 1 ¢ L ! 1 _I ] 1 JL 1 ' 1 1 i L 1 1 _I 1 1 411 1 1
SES2233388248883223°23524 EPS255333888588282225838288
---------- United States EU27 + U.K. Asia ex India -eeeeeeeeo United States EU27 + U.K Asia ex India
India South America ex Brazil Brazil India South America ex Brazil Brazil
Source: Bloomberg, as of 1/11/22
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“Build Back Better” update

After months of political brinksmanship, it appears the BBB plan has stalled

— For months, Democrats have sought a solution to the disparate needs and spending interests of their party.
This ranged from the more aggressive spending demands of Bernie Sanders, who hoped for a total of nearly
$6 trillion in new spending, to Senator Joe Manchin who had expressed throughout the year a willingness to
support a maximum of $1.5 trillion in new spending. In December it was announced that Senator Joe
Manchin communicated a hard “No” regarding his support for the bill.

— The party appears to have taken a calculated risk in continuing to push for spending in excess of the $1.5
trillion limit that Joe Manchin had indicated, as well as refusing to negotiate on other items where
disagreement existed, such as tax credits and climate change legislation. Despite DNC claims that the Build
Back Better would not raise the national deficit, Manchin also expressed skepticism around sunset clauses
and other assumptions within the bill that he believed hid the true magnitude of spending and its likely
impact on the U.S. deficit.

— Some remain hopeful for a revival of negotiations and perhaps an agreement on many or most of the items
within the bill. However, in January Senator Manchin indicated that he will not support the bill altogether—a
reversal from the sentiments expressed during earlier negotiations.

Investment Landscape 12
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Inflation

U.S. core CPI, which excludes food & energy prices, increased 5.5%
year-over-year in December. Headline inflation, which includes all
goods, reached 7.0%. Large price increases have occurred across
many goods and services, though approximately half of the rise in
inflation continues to be driven by energy prices and automobiles.

Inflation has proven more “sticky”, which suggests that higher

prices may be less transitory than previously believed.

The price of shelter continue to be a notable driver of U.S.
inflation, as shelter costs have risen 4.1% over the past year.
Although the rate of price growth in this area has been fairly
modest, the cost of shelter makes up nearly one third of the
overall CPI basket (32.4% as of November). As we have mentioned

U.S. CPI (YOY)

16% &

4%
12%
0%

Dec-19 May-21

8%

4%

0%

-4%
Dec-70 Sep-84 May-98 Jan-12

= US CPI Ex Food & Energy = US CPI

Source: BLS, as of 12/31/21

We maintain our view that inflation will most likely begin falling
towards previous levels later in 2022, though this could be a
slower process. The variables that will likely impact this outcome
include: whether energy and automobile prices plateau, the speed
at which supply chain problems are resolved, and the willingness .
of businesses to raise wages in line with rates of inflation (quickly believe
rising wages could further pressure prices upward).

U.S. CPI (YOY)
30%
20%
10% 7.0% 6.3%
0% I l
All items Food

Source: BLS, as of 12/31/21

29.3%

Energy

5.5%

All items less
food & energy

previously, the way in which housing costs are captured in official
statistics is nuanced, and increases in home prices do not
necessarily flow through directly to official inflation numbers.
Instead, today’s higher shelter costs may take quarters or even “Sticky”
years to show up in government statistics.

MONTHLY PRICE MOVEMENT
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Inflation has
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transitory than
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Labor market

The U.S. unemployment rate fell further, from 4.8% to 3.9%
during Q4. The labor force participation rate has improved,
though very gradually, rising from 61.6% to 61.9%. The U.S.
labor shortage has reached historic proportions. Job openings
far exceed the supply of workers. As of November, 10.5 million
job openings were posted, while only 6.8 million Americans

were seeking work.

In 2021, using U.S. government employment and retirement
data, we reached a conclusion that the sudden and historically
large quantity of workers leaving the labor force was mostly

caused by early retirements. At the time, multiple theories had

U.S. UNEMPLOYMENT

28%
24%
20%
16%
12%
8%
4%
0%

Jun-05 Jun-07 Jun-09May-1MMay-13Viay-15Apr-17 Apr-19 Apr-21

—U3 —U6

Source: FRED, as of 12/31/21

LABOR PARTICIPATION

69
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RATE

been proposed, such as COVID-19 fear (workers were not
seeking employment due to a fear of human interaction) or
that this was due to government aid and stimulus (workers
flush with cash were finding it temporarily unnecessary to hold
a job). Over recent quarters it does appear that our thesis has
held. The U.S. labor force participation rate remains stuck, as
two million abnormally early retirements imply that the
available workforce is now permanently smaller. This reduction
in workforce likely reduces the productive capacity of the U.S.
economy and aggregate household income, though it may have
an incremental lifting effect on the wages of existing workers.

61

Participation Rate (%)
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A portion of the
U.S. labor force
remains neither
employed nor
seeking work

Much of this loss
appears to be
due to early
retirements
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Labor costs & shortages

“We could see mid-single-digit inflation in retails, as rising raw material pricing, labor and transportation ””’o
costs are all impacting us and our suppliers. We have no way to say how long this will last, but our industry
has been disciplined about pricing for decades, and we expect that to continue.” -AutoZone (Dec. 7) ////loﬂe
“Moving on to inflation, again, it's pretty much the same story that we told during each of the last two

quarters. There have been and are a variety of inflationary pressures that we and others are seeing from
labor cost to freight cost, to higher demand, to container shortages and port delays, to increased demand cosno
on certain product categories, much of what you see and read out there. Various shortages on everything e WHOLESALE
from chips to oils and chemicals supplied by facilities hit by the Gulf storms a while back. Higher commodities
prices.” -Costco (Dec. 9)

“To further impact our second-quarter results, | will highlight several key drivers. The difficult labor market

once again had the largest effect on our bottom line, representing an estimated $470 million in additional
year-over-year costs. As | did last quarter, I'll separate the effect of the labor market into two components:
higher rates and network inefficiencies resulting from labor shortages.” -FedEx (Dec. 16)

“To add to the challenge, industry-wide shortages in the labor market are impacting every part of the o

supply chain, adding significant costs that are above and beyond inflation. We're seeing record levels of General
disruptions across our raw material suppliers, internal and external production facilities, our own Mills
distribution centers, our customers' warehouses and the logistics networks required to connect each of

these elements of the supply chain. These disruptions are resulting in service challenges and elevated costs

across the industry.” -General Mills (Dec. 21)

“Lost production days and unplanned downtimes were primarily due to labor shortages across our Lmbwm..
manufacturing network, including COVID-related absenteeism.” -Lamb Weston (Jan. 6) SEEING POSSIBILITIES [N POTATOES

Source: FactSet, as of 1/13/22
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The consumer

U.S. real retail sales remain strong, up 10.6% year-over-year. It
is worth noting that this was the growth rate after adjusting for
inflation. American households continue to spend at a rapid
pace, though this could be set to slow down as government
spending and other easy money policies are likely in the
rearview mirror.

Auto sales volumes fell dramatically in the second half of 2021.
Multiple variables are having an impact, as microchip shortages
crimp new car production, many households already purchased
a vehicle recently (assisted by stimulus checks), and very high
auto prices have disincentivized purchases more generally.

REAL RETAIL SALES GROWTH (MONTHLY) AUTO SALES
$2,500 25
$2,300 20
$2,100 S 15
$1,900 é 10
$1,700 E
$1,500 0
Dec-16 Dec-17 Dec-18 Dec-19 Dec-20 Dec-21
Dec-00

Source: FRED, as of 11/30/21

Source: Federal Reserve, as of 12/31/21

A rather surprising economic result of the pandemic has been
the jump in household savings rates, paying down of debt, and
broadly improved financial situation of domestic households.
As we have discussed in recent quarters, the inability of
Americans to take vacations during much of the past two years,
as well as reduced spending on services such as dining out,
meant greater saving and less spending. However, it is
incredibly important to point out that economic metrics such as
the ones discussed here inherently involve an averaging of all
household situations. The recent recession has had particularly
destructive effects on specific sectors of the economy, and
many have yet to recover.

U.S. HOUSEHOLD DEBT BURDEN

14

8

7

Jun-06 Dec-11 Jun-17 Jan-80 Apr-86 Jul-92 Oct-98 Jan-05 Apr-11 Jul-17

Source: FRED, as of 9/30/21 — household debt service payments as
a percent of disposable personal income
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Sentiment

Consumer sentiment was mixed during the quarter. The The NFIB Small Business Optimism index was rangebound Sentiment
University of Michigan survey indicated relatively depressed  during the quarter but remained near the long-term average .
. . . . . . remains
but stable sentiment. Announced increases to Social Security level. As outlined by the survey, 59% of small businesses
payments (+5.9% YoY) due to inflation and a rise in wages have increased prices, which was the highest reading since depressed, as
among younger workers lifted sentiment slightly. On the 1979. The December survey suggests that business concerns exist
other hand, the Langer U.S. Weekly Consumer Comfort Index conditions are not encouraging to small business owners, as  ground inﬂation,
suggested a sharp falloff in sentiment. Rising inflation, the new government mandates and tax increases have been Omi d
. ) ) . . . e micron, an
spreading Omicron variant, and the steepest one week drop  discussed in the legislature. Furthermore, high inflation and .
in “buying conditions” in 36 years translated to much poorer  supply chain issues continue to create challenges. economic
sentiment to start 2022. Both surveys seem to communicate restrictions
an end to the euphoric spending spree that occurred in mid
to late 2021.
CONSUMER COMFORT CONSUMER SENTIMENT SMALL BUSINESS OPTIMISM
70 120 110
110
60 100 105
50 =0 100
80
40 419 70 70.6 95
30 €0 90
50
20 40 85
Oct-91 Oct-96 Oct-01 Oct-06 Oct-11  Oct-16  Oct-21 Sep-85 May-97 Jan-09 Sep-20
Langer US Weekly Consumer Comfort Index B U of Michigan Consumer Sentiment Survey Sgec-OO Dec-05 Dec-10 Dec-15 Dec-20
Source: Bloomberg, as of 1/9/22 Source: University of Michigan, as of 12/31/21 Source: NFIB, as of 12/31/21
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Housing

U.S. home prices increased +19.1% over the past year, ending
October. However, price growth may be cooling off, as the
inventory of homes has expanded materially and mortgage
interest rates have begun to rise. The dramatic surge in real
estate values throughout the pandemic resulted in
considerable wealth gains for those who owned homes, but
has also created real financial issues for many who rent as

housing costs have risen faster than incomes.

Much higher living costs may lead to further social unrest
and political discussions on topics such as the relaxation of

30YR FIXED MORTGAGE RATE (AVERAGE)

20

control.

zoning restrictions and rent control. The growing homeless
crisis in many U.S. areas further compounds the need, both
real and perceived, for bringing the costs of housing under

U.S. mortgage rates have risen off the all-time-low (2.65%)
achieved earlier in 2021. During the first week of January, the
30-year average fixed rate mortgage reached 3.22%. Given

A dramatic jump
in shelter costs
may be adding
pressure to
household
budgets

high home prices, small increases in interest rates will have a

SUPPLY OF HOMES

14

12

larger impact on affordability. Higher borrowing costs would
act as a headwind to further home price appreciation.

CASE-SHILLER HOME PRICE INDEX
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Monthly Supply of Homes Jan-87 May-95 Sep-03 Jan-12 May-20
Source: U.S. Census Bureau, as of 12/31/21 Source: FRED, as of 11/30/21 Source: FRED, as of 10/31/21
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International economics summary

— COVID-19 variant B.1.1.529
(Omicron) was discovered in
Botswana on November 11t and
has since spread exponentially
around the globe, replacing the
delta variant as the dominant
global strain. Based on available
studies and data, the Omicron
variant is much more infectious
than prior variants, but its
symptoms are less severe. Many
countries have taken a cautious
approach and have reinstituted
social distancing controls.

— Several countries including China
and New Zealand have
implemented zero-COVID
approaches with the goal of
completely eradicating the virus
within their borders. These policies
may present upside risks for
inflation looking ahead, as they are
likely to result in more uncertainty
and therefore potentially sustain or
even worsen current supply chain
problems.

— Prices paid by global producers of

goods and services have surged
over the last year. Chinese producer
price growth (+10.3% in December)
hit its highest level in 26 years, and
German producer prices (+19.2% in
November) grew very quickly as
supply chain disruptions squeezed
prices for timber and raw metal
materials.

Eurozone GDP grew +3.7% year-
over-year in Q3, lagging U.S.
growth over the same period
(+4.9%). Economic growth was
more robust in Italy (+3.8%) and a
bit weaker in Germany (+2.5%).

China’s real estate crisis seems to
be spreading. In early December,
Evergrande, one of the largest
property developers in China,
defaulted on its debt. An increasing
number of Chinese property
developers have been strained.
Given that real estate development
makes up nearly one third of
China’s economy, a crisis in this
sector could have serious
ramifications.

Area

GDP

Inflation

(Real, YoY) (CPI, YoY)

Unemployment

United States

Eurozone

Japan

BRICS
Nations

Brazil

Russia

India

China

4.9%
9/30/21

3.9%
9/30/21

1.2%
9/30/21

5.2%
9/30/21

4.0%
9/30/21

4.3%
9/30/21

8.4%
9/30/21

4.0%
12/31/21

7.0%
12/31/21

5.0%
12/31/21

0.8%
12/31/21

3.3%
12/31/21

10.1%
12/31/21

8.4%
12/31/21

5.6%
12/31/21

1.5%
12/31/21

3.9%
12/31/21

7.2%
11/30/21

2.7%
11/30/21

5.4%
6/30/21

12.1%
10/31/21

4.3%
11/30/21

7.9%
12/31/21

5.1%
12/31/21

NOTE: India lacks reliable government unemployment data. Unemployment rate shown
above is estimated from the Centre for Monitoring Indian Economy. The Chinese
unemployment rate represents the monthly surveyed urban unemployment rate in China.
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International economics

The rate of economic growth across most economies has
moved back towards average levels, as the global recession and
recovery fades from the rearview mirror. In October, the
International Monetary Fund cut their 2021 advanced economy
growth projections (from 5.6% to 5.2%), citing supply chain
disruptions which have dampened the outlook for these
economies. Worsening pandemic dynamics were flagged as a
greater risk for emerging and developing economies, though
2021 growth expectations were revised up 0.1% to 6.4%.

Inflation moved higher in many areas, and the United States
continues to cope with one of the highest rates of inflation

including China and New Zealand have implemented zero-
COVID approaches with the goal of completely eradicating the
virus within their borders. These policies may present upside
risks for inflation looking ahead, as they are likely to result in
more uncertainty and therefore potentially sustain or even
worsen current supply chain problems. Inflation trends and the
reaction of central banks to these trends will have important
implications for markets.

Unemployment has generally improved to pre-pandemic levels,
as government restrictions are relaxed, people regain comfort
in moving out and about, and economies trend back towards

among other major developed economies. Several countries normalcy.
REAL GDP GROWTH (YOY) INFLATION (CPI YOY) UNEMPLOYMENT
15% 9% 14%
12% 9
9% 12%
6% ‘ 6% 10%
3%
0% \ 8% /
2 3%
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6% w
-9% o 4% M\\V\.J
-12%
-15% 2%
-18% -3% 0%
Sep-03  Sep-06 Sep-09  Sep-12 Sep-15  Sep-18  Sep-21 Nov-05 Nov-08 Nov-11 Nov-14  Nov-17  Nov-20 Dec-03 Dec-07 Dec-11 Dec-15 Dec-19
u.s. Japan China
u.s. Japan Eurozone BRICS _____. UK EuF;ozone us. Eurozone Japan BRICS

Source: Bloomberg, as of 9/30/21

Source: Bloomberg, as of 12/31/21 — or most recent release

Source: Bloomberg, as of 12/31/21 — or most recent release
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Fixed income environment

— The 10-year U.S. Treasury yield was
relatively rangebound during the
quarter, remaining at a yield of
1.5%. Thus far, U.S. interest rates
have not noticeably reacted to an
inflation rate of 7.0%. Market
pricing seems to indicate that
investors generally expect inflation
to be transitory—perhaps falling
towards normal levels by the end of
this year.

— One of the largest stories over the
quarter was the Fed'’s pivot on
inflation, the retirement of the word
“transitory” to describe inflation,
and a more aggressive policy path
expected by investors. The
conversation around the balance
sheet shifted from concluding the
taper in June to concluding in
March, and perhaps selling assets as
soon as June. The conversation
around interest rates shifted from
potentially hiking around June to
the market fully pricing in a hike by
March and maybe two by May. The
Fed is now clearly more concerned
with inflation relative to

unemployment.

— Although credit spreads are tight,

bond defaults have dropped to
incredibly low levels. The one-year
high-yield bond default rate reached
0.4% in December, one of the
lowest rates on record.

New issue activity across credit
markets has been historically high.
In the fourth quarter, $285 billion of
investment grade credit was issued.
Over the full year, gross issuance
totaled $1.4 trillion, which was
second only to the $1.8 trillion
issued in 2020.

In early December, Evergrande, one
of the largest property developers in
China, defaulted on its debt. At the
start of 2022, property developer
Shimao also defaulted on its debt.
These bonds had been classified as
investment grade until recently.
Credit spreads of Chinese debt have
expanding enormously, from near
750 bps in June to 2,175 bps in
November.

1Year

Total Return

Q1D
Total Return

(Bloiisetgxﬁi.lzggzgte) 0.0%
GV Unpema) 0.0%
(Blocl)Jr;wsk;e-I;;elJa;l.J;iriZsury) 0.2%
(Bloomll:JJe.fg. LI-JI.ng.hCZ:il)C:ate HY) 0.7%
(S&P/le?rinLkexll-:raarg]zd Loan) 0.7%
ro e gogalonerste) | (25%)
vl Giova verse | (©4%)
O | o

Source: Bloomberg, as of 12/31/21

(1.5%)

(1.1%)

(2.3%)

5.3%

5.2%

(8.7%)

(1.8%)

(1.0%)

7
Verus”’

Investment Landscape
1st Quarter 2022

22



Yield environment

U.S. YIELD CURVE
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Credit environment

During the fourth quarter, high yield bonds returned 0.7%, matching the
performance of loans and outperforming investment grade credit (+0.2%).
Over the full year, leveraged loans returned 5.4%, exceeding high yield
performance (+5.3%) as well as investment grade credit (-1.2%). Credit
spreads tightened modestly over the course of the year with pockets of
volatility. This was also the case during Q4 as the Omicron variant circulated
across the globe, reducing the appetite for risk. Investment grade spreads
widened 8 basis points to 92 bps, which was 4 bps tighter relative to the
beginning of the year. High yield corporate spreads finished 2021 at 283
bps, 6 bps tighter for the quarter and 77 bps tighter to end the year.

The search for yield continues within credit markets as option-adjusted

spreads continue to be at or near historic lows and short-term interest rates
remain near zero. We have observed that numerous managers are
positioning portfolios relatively more defensively with an eye toward
capitalizing on potential future volatility, as well as placing greater focus on
more niche segments within credit markets. Despite tight spreads, increased
rate volatility, and surging inflation, a record amount of funds ($583 billion)
flowed into fixed income funds and ETFs in 2021, exceeding the previous
record set in 2019 (S459 billion). Demand was broad-based, driven by
demographics, an abundance of cash on corporate balance sheets, and
strong equity market returns which led to increased rebalancing

activity. Furthermore, given continued low rates across developed markets,
U.S. fixed income remains an attractive market for foreign investors to pick
up yield.

SPREADS HIGH YIELD SECTOR SPREADS (BPS)
25% 2300
Credit Spread (OAS
2000 P ( )
= 1700
Market 12/31/21 12/31/20
15% 1400
1100 Long U.S. Corp 1.3% 1.4%
10% 800
s, HY 500 U.S. Inv Grade 0.9% 1.0%
5% Energy 3.9% Corp
U.S. HY 2.8% 200
o Dec-15 Dec-16 Dec-17 Dec-18 Dec-19 Dec-20 Dec-21
U.S. Agg 0.9% . .
L % , U.S. High Yield 2.8% 3.6%
Dec-01 Dec-05 Dec-09 Dec-13 Dec-17 Dec-21 Bloomberg US HY Energy USD HY ConsDisc. OAS
USD HY Financials Snr OAS USD HY Comm. OAS
Barclays Long US Corp. Barclays US Agg. USD HY Comm. OAS USD HY Materials OAS
Barclays US HY Bloomberg US HY Energy USD HY Technology OAS USD HY Industrial OAS U.S. Bank Loans* 4.3% 4.6%
—— G Energy USD HY HealthCare OAS USD HY ConsStaple OAS

Source: Barclays, Bloomberg, as of 12/31/21

Source: Bloomberg, as of 12/31/21

Source: Barclays, Credit Suisse, Bloomberg, as of 12/31/21
*Discount margin (4-year life)
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Default & 1ssuance

Contrasting the pandemic-driven surge of credit defaults in 2020, which
resulted in the second highest annual dollar volume of defaulted bonds and

loans on record, default activity in 2021 was very modest. Overall, 14

companies defaulted on loans and bonds during the year on debt totaling
$9.8 billion. The year-over-year improvement was largely fueled by robust
economic growth, improving credit fundamentals, and greater access to
capital markets, as record bond and loan refinancing activity totaling roughly

$1 trillion since 2020 has improved corporate liquidity.

The par-weighted U.S. high yield default rate ended the year at a historic low
of 0.4%, down 82 bps for the quarter and down 656 bps for the year. The
par-weighted loan default rate ended the year at 0.5%, down 23 bps for the

default rate of high yield was 3.1%, while the default rate for loans has
averaged 3.0% since 1998.

While new issue activity across credit markets fell broadly during the second
half of the year, total credit issuance in 2021 was historically high. In the
fourth quarter, $285 billion of investment grade credit was issued. Over the
full year, gross issuance totaled $1.4 trillion, which was second only to the

$1.8 trillion issued in 2020. Similarly, the fourth quarter was the lightest
quarter for new issue activity for both high yield bonds and loans with $87.3

quarter and 348 bps for the year. For context, the 25-year average annual

HY DEFAULT RATE (ROLLING 1-YEAR)
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billion and $114.4 billion, respectively. However, each asset class
experienced record issuance over the year with $557.1 billion in high yield
bonds and $534.4 billion in loans.
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Equity environment

— Equity markets delivered strong
returns in Q4, up 6.7% and ending
the year up 18.5% (MSCI ACWI).
U.S. equities delivered 11.0%
during the quarter, while
international equities delivered
2.7% and emerging market equities
saw a slight loss of -1.3%, on an
unhedged currency basis.

— Size and Value factor performance
was negative once again during Q4.
Large capitalization stocks
significantly outperformed small
capitalization stocks (Russell 1000
+9.8%, Russell 2000 +2.1%) and
Growth exceeded Value (Russell
1000 Growth +11.6%, Russell 1000
Value +7.8%). This theme held for
full-year 2021.

— Extremely fast spread of the
Omicron variant worldwide does
not seem to have had an outsized
impact on the markets. While this
new wave has in fact led to
shutdowns in certain countries,

much of tEe wgrld hkas relmjmed . QTD TOTAL RETURN 1 YEAR TOTAL RETURN
open, perhaps in acknowledgmen
that the health effects of Omicron (unhedged) (hedged) (unhedged) (hedged)
are milder in nature. U.S(.Slggsgoc)ap 11.0% 28.7%
Labor costs and labor supply issues U.S. Small Cap 5 1% 10.8%
are front-of-mind in corporate (Russell 2000) ' :
boardrooms, and 60% of S&P 500 U.S. Equity 039, 25 79,
companies have reported negative (Russell 3000) = e
impacts to Q4 earnings durin

P | ?l f 8 & d U.S. Large Value 7.8% 25 29%
quarterly calls so far, as reporte (Russell 1000 Value) 8% 2%
by FactSet.

US Large Growth 0 0
Weakness in Chinese equities Iives=l LTl e 2%
(MSCI China -6.1%) continued to Global Equity 679% 7 1% 18.5% 50.9%
drive the broader (MSCI ACWI) i P o o
underperformance of emerging International Lar
ge

market equities. Chinese (MSCI EAFE) CEalfE) A0 IS L
policymakers have signaled a shift Eurozone
in focus from containing excessive (Euro Stoxx 50) 4.4% 6.9% 14.6% 24.4%
leverage in the property sector to UK. 2 1o 3% 15.9%
promoting growth and stability (FTSE 100) e o =0 o
ahead of next year’s parliamentary Japan . ) . .
meeting. Still, the risk of further (NIKKEI 225) (5.3%) (2.0%) (4.7%) 0.7%
crackdowns on targeted sectors of Emerging Markets 0 0 0 0
the economy remains in place. (MSCl Emerging Markets)| (3% B A Bl

Source: Russell Investments, MSCI, STOXX, FTSE, Nikkei, as of 12/31/21
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Domestic equity

U.S. equities were a top performer in Q4, delivering 11.0% (S&P 500). The S&P
500 Index achieved all-time closing highs on 70 days over the course of the year,
which was nearly a record number in and of itself. Performance across sectors
was broadly positive during Q4, though those with a greater “value” bias lagged
the index (ex: Financials, Energy, Industrials). Per FactSet, the bottom-up price
target for the S&P 500 Index by 2022 year-end is around 5300, which implies a
price return of roughly 11% for the year.

While supply chain disruptions remain a key concern for chief financial officers
in the United States and around the globe, the number one headwind for
earnings in Q4 shifted to labor costs and shortages, based on earnings calls
transcribed by FactSet. Workers have been quitting their jobs in great numbers

S&P 500 INDEX

S&P 500 COS. CITING NEGATIVE IMPACT - 4Q21

for a wide variety of reasons, pushing many employers to raise wages in order to

retain employees, which could erode margins. Of companies that had reported
Q4 earnings, 60% reported that rising labor costs had negatively impacted
earnings. On a more optimistic note, those companies reported aggregate year-
over-year earnings growth of around 28%, suggesting somewhat defensible
margins and modest pricing power. Of companies mentioning labor issues, 85%
discussed increasing prices or improving price realization on their earnings calls.

Net profit margins have fallen a percentage point from the record level of 13%
achieved in Q2 2021, but remain historically high. If earnings growth in Q4 2021
meets expectations (21.4%), it will mark the fourth consecutive quarter of 20%
YoY earnings growth.

Q4 SECTOR PERFORMANCE

0,
5200 Labor costs & shortages GGG 0% s Rl kit
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3200 o
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2200 China M 5% 0.0% Telecom
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Source: Standard & Poor’s, as of 12/31/21 Source: FactSet, as of 1/13/22 Source: Standard & Poor’s, as of 12/31/21
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Domestic equity size & style

Size and Value factor performance was negative once again Towards the end of the year, investor expectations for tighter  Size and Value

during Q4. Large capitalization stocks significantl Fed policy and interest rate hikes increased markedly. If the
g Q4. Large capitalization & Y poticy ) - . Y underperformed
outperformed small capitalization stocks (Russell 1000 market is in fact undergoing a transition to tighter monetary .
+9.8%, Russell 2000 +2.1%) and Growth exceeded Value conditions, this could have a notable impact on Value and during Q4 2021
(Russell 1000 Growth +11.6%, Russell 1000 Value +7.8%). Growth stock performance. The general cheapness of certain
This theme held for full-year 2021. Value stocks and richness of certain Growth stocks may
accentuate a value rotation, if and when this occurs. As
Within MSCI’s suite of long-only factor indices, Quality always, we like to keep in mind that factor performance
(+11.0%) was the top performer in Q4 which generally tends to be noisy and difficult to predict, which suggests that
implies investor appetite for more defensive positioning. The  style investing should in most cases involve a longer-term
strong performance of the Quality factor was skewed by focus.
Nvidia (+42.0%), Apple (+25.7%) and Microsoft (+19.5%).
SMALL CAP VS LARGE CAP (YOY) VALUE VS GROWTH (YOY) VALUE VS. GROWTH RELATIVE VALUATIONS
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International developed equity

International developed equities delivered 2.7% during the
guarter. U.S. equities were the top performer (S&P 500
+11.0%) while emerging market equities saw a slight loss
(MSCI Emerging Markets -1.3%), on an unhedged currency
basis. Currency movement during the quarter resulted in a
loss of -1.5% (MSCI EAFE) relative to those investors with a
currency hedging program.

Japanese equities (MSCI Japan -4.0%) underperformed most
developed markets, reversing strong third quarter returns,
though this was mostly caused by currency market
movement (Yen -3.1%). The yen fell to its weakest level
relative to the dollar since early 2017 in the fourth quarter as
EFFECT OF CURRENCY (1-YEAR ROLLING)
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the Bank of Japan’s dovish policy increasingly diverged from
peers, many of which have signaled the beginning of a
normalization process from pandemic stimulus. Rising
interest rate differentials, as well as speculation that the new
strain of COVID-19 might not be as disruptive as had been
feared, has likely contributed to investor flows out of yen
positions.

Swiss equities (MSCI Switzerland +12.8%) were the top
performer in developed European markets, and unhedged
U.S. investors benefitted from a 2.1% appreciation in the
Swiss Franc relative to the U.S. dollar.
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Emerging market equity

Emerging market equities saw a mild loss (MSCI EM -1.5%)
on an unhedged currency basis, underperforming global
markets again in the fourth quarter. Latin American and Asian
emerging markets performed generally on par during the
qguarter (MSCI EM Latin America -2.7%, MSCI EM Asia -1.0%).

Weakness in Chinese equities (MSCI China -6.1%) continues
to drive broader emerging market underperformance, as
China delivered -21.7% return in 2021, while the broader
complex was down -2.5% (MSCI China, MSCI Emerging
Markets).

EMERGING MARKET EQUITY

INFLATION (YOY)

Inflation in Brazil has reached 10.7%, while Russia saw an
8.4% rise in prices and China sits near the longer-term
average at 1.5%. Emerging market central banks have
continued to raise interest rates. Brazil hiked their rate during
the quarter from 6.25% to 9.25% in order to fight rising
prices, while Russia hiked its rate from 6.75% to 8.50%. It is
worth noting that many of these central banks have very
recently implemented a domestic interest rate tightening
cycle in order to battle price fluctuations and/or unwanted
domestic currency movements. In other words, many
emerging central banks deal with these types of issues more
often than developed central bankers.

CENTRAL BANK RATE CHANGES AND INFLATION
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