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U.S.-China Trade Truce: The Irony

The U.S. declared a temporary trade truce with China, 
forestalling further trade tariff hikes on Chinese imports. 
Our take is that this action was consistent with the desire 
to limit the negative impacts of prior tariffs, which caused 
prices on imported goods to increase. In an election 
year, the potential impact on consumers was likely a 
consideration. As the time neared for the latest tariff 
increases, the U.S. prioritized economics over geopolitical 
goals.

We make no forecast as to the sustainability of such 
a truce. This is more likely a lull in the action relative to 
the long-range geopolitical struggle to counter the rise 
of Chinese global power and influence. As it pertains to 
our primary investment objectives, we now consider this 
trade conflict to be an enduring fundamental factor, just 
as we consider GDP, interest rates, company earnings, and 
market valuations, giving geopolitics an important weight 
in our strategic asset allocation decision making. 

To that end, we believe the ascent of China has been 
undeterred by the tariffs. While China more heavily 
relies on exports to drive its economy, it is our view 
that geopolitics are the dominant force driving its trade 
policy decisions, whereas economics are the dominant 
factor driving the U.S. China remains determined to 
move up the value spectrum, away from being heavily 
reliant on manufacturing and toward becoming stronger 
in areas like applied research and development (e.g. 
artificial intelligence, robotics, and biotechnology). The 
long struggle ahead, between the U.S. seeking to remain 
the most dominant economic and global influencer and 
the rise of China, is in the early stages of a multi-decade 
geopolitical battle. 

As the chart shows, the ascendancy of China since the 
1980s has taken its status on National Capability and 
Geopolitical Power from fourth to an undisputed second. 
The U.S. views this as threatening its global superpower 
status. The current administration, unlike its predecessors 
that negotiated ostensibly weak structural trade deals 
with China, decided to take a confrontational approach. 
The problem is not the decision to confront an economic 
aggressor, but that the means and methods are unlikely 
to prove successful. Too many countries appear willing 
to pick up activity with China that the U.S. is forgoing. 
Meanwhile, the U.S. lacks the influence to force or 

facilitate an international coalition to collectively confront 
China’s aggressive economic tactics.

Our view is that the decline in the U.S.’s National Capability 
and Geopolitical Power ranking is a manifestation of 
decades of poor policymaking concerning free trade. The 
ruling economists of the day relied on rational economic 
theory and believed that globalization was good overall, so 
the U.S. should pursue such free trade practices. However, 
they failed to recognize that people and markets have 
behavioral characteristics and are strongly adaptive, not 
rational. The irony is that failed aspects of this free trade 
paradigm have led to a rise in both populist and socialist 
policies to counter the effects. Such policies, in our view, 
look wholly inadequate to address the fundamental issues 
of the U.S. economy sustaining our globally superior 
competitiveness. Instead, we believe a full-throttle pursuit 
of such populist and socialist policies will hasten the U.S.’s 
decline rather than lift us up in the decades ahead.

From the Desk of 
Garrett R. D’Alessandro, CFA, CAIA, AIF ®

Note: The Series Show The National Capability Index Until 1960 And BCA’s 
Geopolitical Power Index From 1960 To Present.

* Measures The Material Capability Of Countries In The Form Of Iron And 
Steel Production, Military Expenditures And Personnel, Primary Energy 

Consumption, And Total And Urban Population. Source: Correlates Of War 
Database By Singer, Bremer, And Stuckey. 

** Measured As A Country’s Raw Power Based On Its Population, The Size Of 
Its Economy And Imports, Military Expenditure, Arms Exports, And Primary 

Energy Consumption. Source: Bca Calculations. *** Includes France, Germany, 
Italy, Spain, And The Netherlands. 

Source: BCA as of 12/31/2019.

The World Is No Longer Bipolar
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Even those with the rosiest of glasses would have been 
hard pressed to foresee 2019’s market performance. Dovish 
shifts from world central banks and progress in U.S.-China 
trade negotiations helped ease early-year investor concerns 
and propelled financial markets to outsized gains. The S&P 
500 finished up 31.5%, the best annual performance in half a 
decade, with many major global indices also ending the year 
at or near record highs. Meanwhile, falling interest rates and 
declining credit spreads boosted returns on a wide range of 
fixed income asset classes. 

As we turn the page to 2020, many of the positive 
developments that recently underpinned financial markets 
remain, including sustainable economic growth, benign 
inflation, and low interest rates. This leaves the stage set for 
further worthwhile gains in equity markets and select credit 
opportunities in fixed income. However, we advise clients to 
lower their expectations for portfolios going forward. 

Although the ebbing of near-term recession concerns 
argues for staying invested in stocks, slower economic 

and low corporate profit growth mean returns should be 
more modest. Ongoing policy uncertainty and elevated 
geopolitical risks will also remain headwinds, particularly 
as the election season heats up, and anticipate a return to 
more normal levels of market volatility typical of the later 
stages of the bull market. 

Our base case for the U.S. economy in 2020 continues to 
be slowing but sustainable growth, buttressed by a healthy 
household sector, and supports our continuing preference 
for U.S. equities. Overseas, economic growth remains more 
challenging. Though we expect the global economy to bottom 
out around the first quarter, the pace of this recovery will 
be relatively slow and spread unevenly across regions, with 
developed economies in particular still struggling against 
long-term structural headwinds. 

The emergence of a limited trade agreement between the 
U.S. and China has helped drive the rally in stocks, easing 
fears of further escalation. Still, we caution against reading 
too much into the recent optimism. Consumer and business 
optimism wobbled last year not only due to direct costs 
of tariffs, but as a result of the unpredictable nature of 
the trade environment. The “Phase I” deal is clearly a step 
in the right direction, but we suspect most of the benefits 
have now been priced into the market, and as long as core 
issues remain unaddressed, uncertainty will likely continue 
to weigh over the outlook. 

When looking back on 2019, the old market adage “don’t 
fight the Fed” has never been truer. Collectively, global 
central banks enacted 129 separate rate cuts last year. This 

2020 Vision

Matthew Peron
Chief Investment Officer, Senior Managing Director
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As we turn the page to 2020, many of the positive developments 
that recently underpinned financial markets remain

Anticipate a return to more normal levels of market volatility 
typical of the later stages of the bull market

Our base case for the U.S. economy in 2020 continues to be 
slowing but sustainable growth

We continue to believe the best course of action is to build 
resilient portfolios of high-quality, durable assets
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synchronized policy easing was a key driver of financial 
markets, contributing to the fall in short- and long-term 
interest rates and benefiting equities and bond prices. Easier 
financial conditions will likely continue to support stock 
prices next year, but the central-bank stimuli and interest 
rate cuts that drove returns last year are unlikely to be 
repeated in 2020. 

Now that the pendulum of investor sentiment appears to 
have swung back to a more optimistic position, we don’t 
anticipate the recent rally or reduction in volatility to 
continue indefinitely. Even the best markets need to catch 
their breath from time to time, and a consolidation period or 
another pullback wouldn’t be surprising in the months ahead. 

Given this, our position remains that a more balanced 
assessment of risk is appropriate. For equity investors, after 
a year in which the majority of equity market gains were 
driven by multiple expansion, it seems likely this dynamic will 
shift back toward a more modest earnings-driven market. 
Valuations, while still reasonable in the context of today’s 
low inflation and interest rates, do appear elevated, and we 
are increasingly focused on total yield to bolster returns 
as we evaluate stock market opportunities. The dividend 
yield of the stock market remains appealing — 47% of S&P 
500 stocks have a higher dividend yield than the 10-year 
Treasury. 

Similarly, for fixed income investors, we expect returns to 
be in line with the current income offered on bonds, while 
price gains are likely to be limited. From current levels, yields 
are likely to move modestly higher, while there isn’t much 
room for credit spreads to fall further. Though we believe 
there are still spots clients can earn a relatively safe and 
above market yield, we look to collect coupons in credit 
instruments and are staying higher in quality, even if that 

means giving up some yield, as corporate credit looks priced 
for perfection. 

Hindsight may be 20/20, but foresight isn’t, and although 
we continue to believe that there are rewards ahead for 
investors, there are also dangers. Our late-cycle playbook 
has served us well through the many highs and lows of the 
past two years, and we continue to believe the best course of 
action is to build resilient portfolios of high-quality, durable 
assets. By keeping our focus on dividend paying U.S. stocks, 
select credit areas, and alternatives, we have positioned our 
portfolios to help withstand late-cycle volatility and minimize 
risk, yet continue to participate in ongoing gains.
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Despite the ongoing tug-of-war between accommodative 
monetary policy vs. geopolitical uncertainty, as well as high 
consumer confidence versus low CEO confidence, we believe 
the S&P 500 can post total returns of 5-7% in 2020.

Our base case calls for 3-5% EPS growth in 2020 for the S&P 
500. Economic growth in the U.S. should be around 1.9%, 
and inflation around 1.8%. Global GDP will be 1% faster than 
the U.S., contributing an extra 0.3% to revenues. We are also 
assuming headwinds from the dollar and oil will reverse and 
be modestly positive contributors. Margins are likely to decline 
modestly as wage growth continues to rise and headwinds 
from a stronger dollar abate. Stock buybacks will likely add 
2.5% to EPS growth. From this base case of 7% EPS, we are 
assuming that tariffs and trade tensions will likely reduce EPS by 
2-4%, resulting in an EPS growth of 3-5% in 2020. We believe 
bottom-up consensus forecasts of 10% are too high. There is 
much optimism regarding trade and a rebound in GDP baked 
into consensus forecasts, especially in lower-quality, cyclically 
oriented industries. 

We think fair value for the S&P is around 3100-3200 in our 
base case forecast and assumes a PE of 18.5x-19x. Positive 
factors include moderate growth in inflation, GDP, and EPS 
growth. A supportive Fed is a plus, as it keeps fears of recessions 
at bay. Lastly, the earnings and dividend yield for stocks are 
very attractive versus bonds. Negative factors include trade 
tensions and tariffs, which increase uncertainty, especially if 
an exogenous shock were to occur. The outcome of the U.S. 
election could also be a negative if the end result would be a 
meaningful lowering of the prospects for economic and profit 
growth.

Given the very strong returns experienced in 2019, we believe 
investors should expect lower returns with increased volatility, 
and we maintain our emphasis on high-quality stocks with high 
earnings visibility. Risks to the secular bull market are rising, 
supporting our late-cycle playbook.

Secular Bull Market Should Remain Intact 
Despite Tug-of-War Conditions
Tom Galvin
Managing Director, Senior Portfolio Manager

We believe the S&P 500 can post total returns of 5-7% in 2020

Our base case calls for 3-5% EPS growth in 2020 

Risks to the secular bull market are rising, supporting our late-
cycle playbook
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After an exceptionally strong year for fixed income returns in 
2019, it is only reasonable for investors to ask what comes 
next. Interestingly, many tailwinds from 2019 remain, but our 
return expectations are tempered as opportunities for price 
performance are more limited, and economic data are firm. 
Broadly speaking, we believe 2020 will be a year of earning your 
“coupon,” with little positive or negative price performance on 
bonds, but higher volatility.

The three “mid-cycle” rate cuts, the return to growth of the Fed’s 
balance sheet, and comments from the FOMC suggest that 
monetary policy will remain accommodative as the economy 
returns to trend-like growth near 2%. Short to intermediate 
rates should remain range bound while longer-term rates reflect 
firming of inflation expectations. With positive developments in 
the trade narrative, decent wage growth, and a clearer picture 
for Brexit, inflation expectations have already drifted higher. 
The secular forces that have kept inflation low are intact, and we 
don’t expect a breakout to the upside. Further, low but stable 
growth is supportive of the credit environment and will likely 
reward investors taking intelligent risks. This all suggests that 
fixed income investors should not fear duration and extend 
portfolios on market weakness (higher rates) while maintaining 
exposure to “quality” credit risk. Municipal markets are also 
likely to remain relatively attractive as 2019’s unprecedented 
demand continues into 2020 unabated. 

Within opportunistic sectors, we are starting to see divergence 
as late-cycle forces stress the lower tiers of the high-yield 
markets. Any miss in growth targets domestically or abroad 
could trigger credit spreads to revert closer toward their 
longer-term averages and hurt valuations. Volatility may create 
opportunity as valuations move away from fundamentals but 
also challenge returns. Specifically, we are de-emphasizing the 
U.S. loan market while favoring the upper tiers of mezzanine 
CLOs. Within this space, we also prefer European structures 
where covenants are healthier and the risk/return balance more 
attractive.

At the asset allocation level, we continue to overweight 
opportunistic sectors and underweight lower-yielding core 
fixed income while carefully managing late cycle risk.

2020 Fixed Income Outlook

Gregory S. Kaplan, CFA
Director of Fixed Income, Managing Director

After a strong performance year in 2019, expect to earn the 
“coupon” in 2020

Accommodative monetary policy remain supportive of 
credit markets

Divergence in opportunistic sectors likely to create oppor-
tunity for active managers
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As we head into 2020, we look back at 2019 and see very 
strong domestic equity returns, including in the high dividend 
space. Can this continue? And what is the outlook for dividend 
stocks?

Our view is that 2020 is very unlikely to be a repeat of 
2019. However, we continue to see opportunity for dividend 
investors. Looking ahead, we note that attractive income will 
continue to be difficult to find as interest rates remain low. 
In addition, despite the strong markets in 2019, many remain 
worried over when this all may end. Most economic indicators 
lead us to believe a recession is not imminent, and that interest 
rates are not likely to spike higher.

Therefore, we believe that a 6-7% expected return outlook 
for the year is appropriate, driven by our companies’ dividends 
(averaging in the 4% range) and helped by dividend growth, 
which is in the 4-6% range. Given the current economic 
scenario, we are confident in our companies’ abilities to 
maintain their dividends, which gives us solid confidence 
for our investors’ income stream. In addition, the growth in 
earnings, currently estimated at 5.9% over the next two years, 
may help total returns, helping to drive our expectations of 
4-6% dividend growth (see chart).

Given the long life of the current bull market, we look at 
the dividend spread to Treasuries to get a sense of historical 
valuations. To do this, we look at three income sectors of 
the U.S. market: Consumer Staples, Utilities, and Real Estate 
Investment Trusts (REITs). Looking over the past five years, we 
see that the spreads to Treasuries are in a positive band, with 
the highest spreads in REITs, followed by utilities, and then 
staples. Overall, the spread is within the band of the last five 
years. As we view rates as not likely to spike higher, this metric 
gives us a measure of confidence in valuation (see chart).

Our view is that strong cash flows, coupled with solid growth 
rates, should help continue to drive the attractive total returns 
the CNR Dividend Strategy has achieved in the past, albeit at a 
more moderate pace than last year.

Dividend Stocks: Expectations Remain, 
Volatility Could Increase
David J. Abella, CFA
Managing Director, Senior Portfolio Manager

Income from companies with steady cash flows

Companies that can grow with the economy while also 
remaining defensive

Let the solid yields and compounded growth help drive 
longer-run returns
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-1

-0.5

0

0.5

1

1.5

2

2.5

3

Jan-14 Jul-14 Jan-15 Jul-15 Jan-16 Jul-16 Jan-17 Jul-17 Jan-18 Jul-18 Jan-19 Jul-19

Sp
re

ad
 (%

)

Vanguard Consumer Staples ETF

iShares U.S. Utilities ETF

Vanguard Real Estate ETF

Source: FactSet as of 12/31/2019. 

10-Year Treasury Yield Spreads



PAGE 7QUARTERLY UPDATE

Non-deposit Investment Products:        are not FDIC insured           are not Bank guaranteed         may lose value

We are optimistic on 2020 EM equities’ performance as we 
expect economic cycles in the key EM Asian economies to 
bottom out. The consensus on U.S. equities is for continued 
but more moderate gains in 2020, and we anticipate that this 
will keep risk appetites of investors elevated. At this point, 
the relatively attractive EM growth outlook should draw fresh 
attention. The overall valuation premium of U.S. Equities over 
EM Equities widened through the past decade and remains 
stubbornly high. We do not see any long-term structural 
change/damage in EM to warrant a permanent valuation 
discount in EM over U.S. equities. A normalization of the U.S.-
EM equity premium seems overdue. Growth, demographic 
dividends, and continued reforms amid the ever-present multi-
faceted uncertainties remain the hallmark of EM attraction and 
characteristics.

China’s slowdown has been significant throughout the last 
decade, but the deceleration in growth gathered pace through 
2018-19. However, several indicators, including China’s 
industrial production, retail sales and fixed asset investments, 
hint at a possibility of a bottoming out of China’s economy. 
On the other hand, the slowdown in India’s economy from 

1Q2018’s 8% YoY to the current growth rate of 4.5% is even 
more dramatic. The Indian economy is in the grip of a credit 
squeeze, with a meltdown in asset quality of lenders. It may 
take a few more quarters before bottoming out. However, the 
significant corporate tax cuts kick in from 2020, the continued 
GST Reforms and its adaptation by the broader economy, and 
the government’s renewed infrastructure push should be overall 
positive for Indian equities ahead.

The recession scares, predicted by a yield curve inversion in 
the summer of 2019, have eased with subsequent yield curve 
steepening. The U.S. economy is clearly slowing but is still 

Emerging Markets Equity Outlook

Anindya Chatterjee
Senior Vice President, Lead Portfolio Manager — Fiera Capital

We are optimistic on 2020 EM equities’ performance

Amid global slowdown, EM Asia would stand out with its 
bottoming out of growth slowdown and with its still relatively 
attractive absolute levels of growth

A cautious fundamental research-driven bottom-up approach 
remains key for investment in EM equities
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expected to post moderate growth in 2020. Likewise, earnings 
growth should be more moderate, with the corporate tax cuts in 
the rearview mirror. The market is likely to see some renewed 
volatility in 2020 as uncertainty about the economic backdrop 
lingers. Disappointment in the pace of progress in U.S.-China 
trade deal negotiations beyond Phase I may impact business 
and consumer sentiment.

Geopolitical risks remain active with a defiant Iran and North 
Korea, and tensions in Hong Kong persist. The last quarter of 
2019 also saw a firming up of crude oil prices. That is particularly 
a concern for crude-importing EM Asia. Nonetheless, given 
overall global growth prospects, EM Asia would stand out 

with its bottoming out of growth slowdown and with its still 
relatively attractive absolute levels of growth. 

We stay focused on long-term investment themes and fine-tune 
our sector and country allocations based on our fundamental 
outlook. In 2020, we renew our focus on domestic demand 
themes in EM Asia. The U.S. economy is slowing, and we 
anticipate that as investors seek resilient growth, the domestic 
demand-focused sectors (particularly in EM Asia) will stand out. 
There are several uncertainties that continue to weigh against 
risk assets, and a cautious fundamental research-driven bottom-
up approach remains key for investment in EM equities, in our 
view.    
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Index Definitions
The Standard & Poor’s 500 Index (S&P 500) is a market capitalization-weighted index of 500 common stocks chosen for market size, liquidity, and industry 
group representation to represent U.S. equity performance.
The Standard & Poor’s Small Cap 600 Index (S&P 600) measures the small-cap segment of the U.S. equity market. The index is designed to track companies 
that meet specific inclusion criteria to ensure that they are liquid and financially viable.
The Shanghai Stock Exchange (SSE) composite is a market composite made up of all the A shares and B shares that trade on the Shanghai Stock Exchange.
The Dow Jones Select Dividend Index seeks to represent the top 100 U.S. stocks by dividend yield. The index is derived from the Dow Jones U.S. Index and 
generally consists of 100 dividend-paying stocks that have five-year non-negative Dividend Growth, five-year Dividend Payout Ratio of 60% or less, and 
three-month average daily trading volume of at least 200,000 shares.
Nasdaq 100 Index is an index composed of the 100 largest, most actively traded U.S. companies listed on the Nasdaq stock exchange.
MSCI Emerging Markets Asia Index is a free float-adjusted market capitalization index that is designed to measure equity market performance in the Asian 
emerging markets.
The MSCI EAFE Index (Europe, Australasia, Far East) is a free float-adjusted market capitalization index that is designed to measure the equity market perfor-
mance of developed markets, excluding the U.S. & Canada. As of June 2007, the MSCI EAFE Index consisted of the following 21 developed market country 
indices: Australia, Austria, Belgium, Denmark, Finland, France, Germany, Greece, Hong Kong, Ireland, Italy, Japan, the Netherlands, New Zealand, Norway, 
Portugal, Singapore, Spain, Sweden, Switzerland, and the United Kingdom.
The MSCI Europe Index is a free float-adjusted market capitalization index that is designed to measure developed market equity performance in Europe. As 
of September 2002, the MSCI Europe Index consisted of the following 16 developed market country indices: Austria, Belgium, Denmark, Finland, France, 
Germany, Greece, Ireland, Italy, the Netherlands, Norway, Portugal, Spain, Sweden, Switzerland, and the United Kingdom.
The S&P U.S. Treasury Bond Current 10-Year Index is a one-security index comprising the most recently issued 10-year U.S. Treasury note or bond.
S&P Leveraged Loan Indexes (S&P LL indexes) are capitalization-weighted syndicated loan indexes based upon market weightings, spreads, and interest 
payments. The S&P/LSTA Leveraged Loan 100 Index (LL100) dates back to 2002 and is a daily tradable index for the U.S. market that seeks to mirror the 
market-weighted performance of the largest institutional leveraged loans, as determined by criteria. Its ticker on Bloomberg is SPBDLLB.
The Barclays High Yield Municipal Index covers the high yield portion of the U.S.-dollar-denominated long-term tax-exempt bond market. The index has four 
main sectors: state and local general obligation bonds, revenue bonds, insured bonds, and pre-refunded bonds.
The Bloomberg Barclays U.S. Corporate High Yield Index is an unmanaged, U.S.-dollar-denominated, nonconvertible, non-investment-grade debt index. The 
index consists of domestic and corporate bonds rated Ba and below with a minimum outstanding amount of $150 million.
The Barclays Aggregate Bond Index is composed of U.S. government, mortgage-backed, asset-backed, and corporate fixed income securities with maturities 
of one year or more.
The Corporate Emerging Market Bond Index (CEMBI) is J.P. Morgan’s index of U.S.-dollar-denominated debt issued by emerging market corporations.
Brent Crude is a major trading classification of sweet light crude oil that serves as a major benchmark price for purchases of oil worldwide. This grade is 
described as light because of its relatively low density, and sweet because of its sulfur content.
The Bloomberg Commodity Total Return Index, formerly known as Dow Jones-UBS Commodity Index Total Return (DJUBSTR), is composed of futures con-
tracts and reflects the returns on a fully collateralized investment in the BCOM. This combines the returns of the BCOM with the returns on cash collateral 
invested in 13-week (three-month) U.S. Treasury Bills.
Indices are unmanaged and one cannot invest directly in an index.

Important Information 

Any opinions, projections, forecasts, and forward-looking statements presented herein are valid as of the date of this document and are subject to change.
The information presented does not involve the rendering of personalized investment, financial, legal, or tax advice. This presentation is not an offer to buy 
or sell, or a solicitation of any offer to buy or sell any of the securities mentioned herein.
Certain statements contained herein may constitute projections, forecasts, and other forward-looking statements, which do not reflect actual results and 
are based primarily upon a hypothetical set of assumptions applied to certain historical financial information. Certain information has been provided by 
third-party sources and, although believed to be reliable, it has not been independently verified and its accuracy or completeness cannot be guaranteed.
Any opinions, projections, forecasts, and forward-looking statements presented herein are valid as on the date of this document and are subject to change.
Concentrating assets in a particular industry, sector of the economy, or markets may increase volatility because the investment will be more susceptible to 
the impact of market, economic, regulatory, and other factors affecting that industry or sector compared with a more broadly diversified asset allocation.
Private investments often engage in leveraging and other speculative investment practices that may increase the risk of investment loss, can be highly 
illiquid, are not required to provide periodic pricing or valuation information to investors, and may involve complex tax structures and delays in distributing 
important tax information.
Alternative investments are speculative, entail substantial risks, offer limited or no liquidity, and are not suitable for all investors. These investments have 
limited transparency to the funds’ investments and may involve leverage which magnifies both losses and gains, including the risk of loss of the entire invest-
ment. Alternative investments have varying and lengthy lockup provisions. Please see the Offering Memorandum for more complete information regarding 
the Fund’s investment objectives, risks, fees, and other expenses.
There are inherent risks with equity investing. These risks include, but are not limited to, stock market, manager, or investment style. Stock markets tend 
to move in cycles, with periods of rising prices and periods of falling prices. Investing in international markets carries risks such as currency fluctuation, 
regulatory risks, and economic and political instability. Emerging markets involve heightened risks related to the same factors, as well as increased volatility, 
lower trading volume, and less liquidity. Emerging markets can have greater custodial and operational risks and less developed legal and accounting systems 
than developed markets.
There are inherent risks with fixed-income investing. These risks may include interest rate, call, credit, market, inflation, government policy, liquidity, or junk 
bond. When interest rates rise, bond prices fall. This risk is heightened with investments in longer-duration fixed-income securities and during periods when 
prevailing interest rates are low or negative. The yields and market values of municipal securities may be more affected by changes in tax rates and policies 
than similar income-bearing taxable securities. Certain investors’ incomes may be subject to the Federal Alternative Minimum Tax (AMT), and taxable gains 
are also possible. Investments in below-investment-grade debt securities, which are usually called “high yield” or “junk bonds,” are typically in weaker financial 
health and such securities can be harder to value and sell, and their prices can be more volatile than more highly rated securities. While these securities 
generally have higher rates of interest, they also involve greater risk of default than do securities of a higher-quality rating. 
All investing is subject to risk, including the possible loss of the money you invest. As with any investment strategy, there is no guarantee that investment 
objectives will be met and investors may lose money. Diversification does not ensure a profit or protect against a loss in a declining market. Past performance 
is no guarantee of future performance.
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