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Current Market Themes

» The U.S. economy is characterized by:
> High inflation
> A strong labor market
> Depressed consumer confidence
> Growing potential for economic recession

» The Federal Reserve is tightening monetary policy
> More aggressive rate hikes to battle persistent inflation
> Short-term fed funds rate projected to reach 3.25% to 3.75% by year-end
> Start of balance sheet reduction; pace to double beginning in September

» Asset prices have fallen sharply in 2022 as a result of:
> The impact of higher rates on bond prices and equity valuations

‘]‘]‘][ln >  Wider credit spreads
> High commodity prices, rising labor costs, and the continuing conflict in Ukraine

> High levels of volatility and uncertainty




U.S. Inflation Hits Another Four-Decade High in

June

Consumer Prices (CPI)
Top-Line Contributions and Year over Year Reading
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Consumers Expect High Inflation in the Near

Term, But Moderation Longer Term

University of Michigan Survey of Consumers
Expected Change in Prices
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Strong Labor Market and Spending Provide

Momentum Against Signs of Economic Slowing

U.S. Unemployment Rate Index of Consumer Sentiment
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Uncertainty Grows Around Economic Outlook

U.S. 1-Year Recession Probability
(Bloomberg Median Economist Forecast)
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Following a negative Q1 reading, economists

expect positive yet decelerating growth amid 20%
an increasingly cautious consumer
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Source: Bloomberg, as of June 2022. Q2 2022 GDP projection as of 7/08/2022, from Atlanta Fed
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Fed’s Updated Projections Show More Expected

Inflation, Lower Growth

Change in Real GDP Unemployment Rate
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Federal Reserve Officials Project 1.75% More in

Rate Hikes in 2022

Fed Participants’ Assessments of ‘Appropriate’ Monetary Policy
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Source: Federal Reserve and Bloomberg. Individual dots represent each Fed members’ judgement 8
of the midpoint of the appropriate target range for the federal funds rate at each year-end.



Treasury Yields Higher as Fed Expected to

Continue to Raise Rates

U.S. Treasury Yield Curve 2-Year Treasury Yield
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Short-Term Credit Continues to Provide

Incremental Value

Money Market Yield Curve 6-Month Commercial Paper Spread
0.60%
3.50%
3.00% Treasuries 0.50%
2.50% Agencies
0.40%
2.00%
0.30%
1.50%
1.00% 0.20%
0.50%
0.10%
0.00%
1 2 3 4 5 6 7 8 9 10 11 12
Maturity in Months 0.00% :
Jun-20 Dec-20 Jun-21 Dec-21 Jun-22
Source (left): PFM Trading Desk, as of 6/30/2022. Yields are for indicative purposes only; actual yields may vary by issue. 10

Source (right): Bloomberg, as of 6/30/2022.



Important Disclosures

This material is based on information obtained from sources generally believed to be reliable and
available to the public, however PFM Asset Management LLC cannot guarantee its accuracy,
completeness or suitability. This material is for general information purposes only and is not
intended to provide specific advice or a specific recommendation. All statements as to what will or
may happen under certain circumstances are based on assumptions, some but not all of which
are noted in the presentation. Assumptions may or may not be proven correct as actual events
occur, and results may depend on events outside of your or our control. Changes in assumptions
may have a material effect on results. Past performance does not necessarily reflect and is not a
guaranty of future results. The information contained in this presentation is not an offer to
purchase or sell any securities. The views expressed within this material constitute the
perspective and judgment of PFMAM at the time of distribution and are subject to change. Any
forecast, projection, or prediction of the market, the economy, economic trends, and equity or
fixed-income markets are based upon current opinion as of the date of issue, and are also subject
to change. Opinions and data presented are not necessarily indicative of future events or
expected performance. Information contained herein is based on data obtained from recognized
statistical services, issuer reports or communications, or other sources, believed to be reliable. No
representation is made as to its accuracy or completeness.
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Investment advisory services are provided by PFM Asset Management LLC (“PFMAM?”), an investment
adviser registered with the U.S. Securities and Exchange Commission and a subsidiary of U.S. Bancorp
Asset Management, Inc. (“USBAM”). USBAM is a subsidiary of U.S. Bank National Association (“U.S.
Bank”). U.S. Bank is a separate entity and subsidiary of U.S. Bancorp. U.S. Bank is not responsible for
and does not guarantee the products, services or performance of PFMAM. The information contained is
not an offer to purchase or sell any securities. Additional applicable regulatory information is available
upon request.

For more information regarding PFMAM'’s services please visit www.pfmam.com.
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