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It Will Take a Minor Recession to Get Inflation to Fall Much
and a Major One to Get Inflation Back to the Fed Target

Weaker equity prices continue to reflect higher discount rates, not a recession. But rising rates and
lower equity prices do make at least a mild recession and modest dip in inflation increasingly likely.

Inflation continues to be the main driver of monetary policy and markets. The market action to a broadly strong
CPI print was consistent with more tightening being needed to bring inflation down but not much of a rise in
discounted inflation. For now, the economy is still growing, and inflation is too high for comfort, so bringing it down
is likely a more important policy priority than avoiding a contraction or worrying about the equity market
action. Once the economy begins to weaken in response to the tightening in financial conditions, while inflation
stays sticky, the trade-offs for the Fed will become more difficult and the range of policy actions less predictable.

The current inflationary process is self-reinforcing and sticky. We see inflation differently from market pricing
and consensus expectations. Rising nominal wages drive nominal spending, which in turn makes it easier for
companies to raise prices and wages. This is a self-reinforcing dynamic that will require a tightening and real
economic contraction to reverse. This is how business cycles work, with higher rates slowing real economic
activity, employment, and then eventually inflation with a lag. It will likely take a material real contraction to get
inflation to fall as much as discounted and close to the Fed target.

Moderation in inflation from supply issues easing may be a 2023 story. While the dynamic above is dominant in
our view, it is still important to understand each major driver. As we walk through below, we do expect some
moderation in inflation, but probably not immediately. Goods inflation will eventually ease as auto production
comes online and the commodity flow-through to inflation fades, but these are mostly 2023 stories. Commodity
prices will drive core inflation higher for the remainder of the year. Housing inflation will remain high as the market
remains tight and leases turning over this year are poised to reset at much higher levels. But the most important
driver of lower inflation is economic weakness. And we do see the financial tightening and higher commodity prices
leading to a modest contraction in economic activity—just not enough economic weakness to get inflation to
target.

We expect higher-than-discounted inflation and lower-than-discounted growth rates. \We are still positioned for
higher discounted inflation and higher bond yields, even as we also see a contraction and further equity sell-off
ahead. Inflation is at this point the most important driver. But the possibility of a tightening pause once the
economy and inflation turn makes these bets less compelling to us than they were. The strong CPI print made the
short-term risks of a turn in inflation less likely.
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Inflation (6m, Ann) vs Market Discounting
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High and Sticky Inflation Is Driving Tightening Market Action

Friday's market action was consistent with the pattern we've seen over the last several months: in response to the
upside surprise in the magnitude and breadth of inflation, markets discounted more Fed tightening and that this
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tightening would be mostly enough to contain the inflation with only a mild hit to growth.

Bond yields rose 12bps, with almost all of the move coming from rising real yields, while discounted inflation barely
ticked up. The rise in yield was sharpest at the short end of the curve. The 2-year rate surged 25bps, about twice

as much as the 10-year rate.
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The equity bear market deepened, with the S&P 500 falling 2.9%, and the longer-duration, tech-focused Nasdaqg
down 3.5%. Still, equities are far from pricing a recession. Since the beginning of the year, the vast majority of the
equity drawdown has been attributable to higher discount rates—government bonds of similar duration have sold
off about as much as stocks—not to a hit to expected cash flows. While this sell-off isn't discounting a real
contraction, it does make one more likely, reversing some of households’ wealth gains during the pandemic and
weighing on their willingness and ability to spend.
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In the rest of today's Observations, we discuss the major cross-cutting pressures we see on core inflation. But first,
to summarize how these affect each component:

e Services inflation has surged, driven by a rotation of demand back into these sectors and strong wage
pressures (especially for hourly workers), with further supports from the spikes in fuel and food costs.
While wage growth has moderated slightly, we continue to see an extremely tight labor market and rapid
services demand growth and expect services inflation to be sustained near its current high level.

e Housing inflation has also accelerated, reflecting inadequate housing supply relative to strong demand.
This dynamic has been particularly pronounced in the home purchase market and on new leases, and we
expect it to continue flowing through to the broader rental market over the next year. While the impact of
tightening on home sales will bite, this will take longer to flow through. A lot of rents will reprice at higher
levels through time. We net these pressures to expect very strong housing inflation in the near term.

e Goods inflation has slowed over the last few months as the extraordinary surge in demand has faded and
some bottlenecks have improved. The pressures are more cross-cutting going forward. We expect the
downward effect of the normalization of COVID spending patterns and supply chain moderation to
outweigh the upward impact of commodity price flow-through and disruptions from China’s lockdowns
over the next year, but the range of outcomes is wide. Moreover, the drags are mostly far out while the
supports are imminent, so we would expect much of the downward move to come in 2023.
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Inflation Components (6m, Ann)
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Below, we walk through the major pressures we see on inflation in more detail.
The Tightest Labor Market in a Generation Will Keep Wage Growth High—and Inflation with It

Demand for labor has vastly outstripped supply. Wage pressures are strong and self-reinforcing. Historically,
wages have moved closely in line with inflation, especially services. On a backward-looking basis, the softness in
the headline wage number from the payroll report is the only thing that looks weak. Surveys of consumers and
businesses point to continued tightness in the labor market and strong wage pressures. Looking ahead, however,
we do expect the economy to stall or contract modestly, so there may be a bit less pressure as this slowdown
narrows the gap between labor supply and demand.
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Services Inflation vs Service-Sector Wages (6m, Ann)
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Surveys of businesses point to extremely strong current wage pressures, with some moderation expected in the
months ahead.
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Inflation in more cyclical sectors is very strong (partly due to labor market tightness and partly due to the surge in
commodities prices), but less cyclical sectors are also now at the high end of their recent range. It takes time, but
even less cyclical services like healthcare and telecommunications are not immune to the pressures of rising wages
and equipment prices, and we have started to see accelerating inflation.
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Services Inflation (6m, Ann)
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Red-Hot Housing Demand Is Flowing Through to Inflation with a Lag

Housing inflation is now at multidecade highs, and we see continued upward pressure. Over the last year, home
prices and timely measures of rents on new leases have surged, reflecting strong demand and short supply of
homes both for purchase and for rent. The increase in the CPI's measure—which estimates average rents in the
economy as a whole—has trended up more gradually, though the sharp acceleration in this component (a month-
over-month increase at a 7.6% annualized pace) was a major driver of the strength of Friday's print and likely to
be sustained.

The difference between these measures doesn't mean that the CPl measure is wrong. The timelier data often
captures tenants who are proactively moving and are seeing larger rent increases, while landlords renewing
existing leases are often cautious to avoid the expense of lease turnover. But as rental units gradually turn over,
rents will reset at higher levels, sustaining housing inflation in the ballpark of this month’s print or higher. Home
prices are more likely to flatten out or fall based on the rise in rates but do not figure directly in reported inflation.
And in the near term, the backward-looking surge in home prices, coupled with the spike in mortgage rates, will
only add to strong rental demand as some prospective buyers find themselves priced out. Given the limited new
housing supply coming online, continued strength in demand, and historically poor rental inventories, we net the
forward-looking picture in a clearly bullish direction.

Home Prices and Rents (Indexed to EoY 2019)
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Price increases on new leases have slowed from last year’'s extremes but are still running above housing CPI, and
the accumulated divergence remains.

Housing CPI (M/M, Ann) Rents on New Leases (M/M, Ann)
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Housing has a much lower weight in PCE than CPI; as it becomes a larger driver of overall inflation, we're likely to
see a widening divergence between the measures.

Goods Price Inflation Should Ease but It Will Likely Take Time

We see a few key drivers: domestic wages staying high (see above), further rotation of spending from goods back
to services (disinflationary for goods, though net inflationary as labor-intensive service sectors face additional
strain), the normalization of supply chains (disinflationary, but likely a 2023 story), and higher commodity prices
(still inflationary). On balance, we see goods inflation easing, but a lot of that happening in 2023.
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Autos have experienced some of the most extreme inflation due to acute shortages. A normalization of supply
would help to ease those pressures, but a full resolution of shortages and corresponding big decline in prices are
unlikely until 2023. Used car prices were a renewed support to inflation in May, and the moves in wholesale prices
are consistent with further strength or at least stability in the near term. New car prices are generally less flexible
than those for used autos and have not surged to the same degree, but they face continued upward pressure as
undersupply persists.

Vehicle Prices (Indexed to EoY 2019)
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The shortages in other categories of goods have been less extreme and driven more by the surge in demand than
by large supply disruptions. But elevated inflation is now broad-based across virtually all types of goods and
supported by higher raw material costs and wages.

Goods Inflation Detail (6m, Ann)
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We see further upward pressure on goods prices from the recent surge in commaodity prices. While these moves
are largely already reflected in the retail prices of gasoline and groceries, they also impact core inflation with a lag
(typically on the order of several months). Prior increases in commodity prices will likely add about 0.4% to core
inflation over the next 6-12 months, with a lot of that hitting goods.

Commodity Flow-Through to Core Inflation (6m, Ann)
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Aside from commodity prices and supply disruptions in China, most of the pressures on goods do point downward.
Renormalization in spending patterns will reduce demand for goods, especially durables. But this relief will come
only gradually and will not be enough on its own to bring inflation back to target.

9
Bridgewater” Daily Observations 6,/13/2022



Appendix: Detailed Attribution of Inflation
Looking at the details, a few things stand out:

e Core inflation ran at an 8.8% annualized pace in May, one of the hottest prints of the last four decades.
This monthly increase was only slightly smaller—and far more broad-based—than the massive moves
driven by durable goods last spring.

e Most goods prices rose fast, including autos.

e Housing inflation meaningfully accelerated. The 7.6% annualized pace of this monthly increase was the

strongest in over three decades.
e Services inflation has been extremely strong for some time, with broad-based strength across categories,

including many less cyclical sectors.

US CPI Inflation Report for May 2022
M/M M/M M/M M/M

Wei (Ann) (Ann) (Ann) (Ann) Y/ Y/
eight
M A M 3mA M Pre-
ay pr ar m Avg ay coviD
Headline 100% 1B3% 4.0% 17.3% 11.5% 9.0% 2.2%
Core 81% 6.8% 3.7%

Goods 21% -0.2%
Motor Vehicles & Parts 8% -0.3%
Furnishings & Durable Household Equipment 3% -0.6%
Recreation Goods & Vehicles 3% 1.2% 0.0%
Other Durable Goods 0% 3.0% 0.5%
Clothing & Footwear 2% 5.8% -0.5%
Pharmaceuticals & Other Medical Products 1% 3.1% 0.7% 2.5% 2.1% 2.6% 1.3%
Recreational Items 1% 6.4%

Household Supplies 1% 0.6%
Other 1% 5.4% -0.8%

Housing 31% 5.2% 3.4%
Housing Rent 7% 7.9% 6.9% 5.3% 6.7% 5.3% 3.7%
Imputed Rent 24% 7.5% 5.6% 5.3% 6.1% 5.1% 3.3%

Services 29% 6.3% 2.2%

More Cyclical Services 13% 2.3%
Transportation 3% 1.0%
Recreation Services 2% 0.4% 1.2% 6.3% 2.6% 4.4% 2.5%
Food Services & Accommodation 6% 2.5%
Household Maintenance 1% 7.7% 4.3%
Generic Services 1% 7.4% 6.2% 6.5% 2.6%

Less Cyclical Services 7% 4.4% 4.6% 4.9% 4.7% 3.5% 2.1%
Utilities 1% 3.4% 3.7% 0.9% 2.6% 4.1% 3.4%
Healthcare 6% 3.1% 2.3% 4.1% 32% 2.8% 2.1%
Financial Services & Insurance 4% 7.1% 5.1%
Communication 3% 3.0% 2.0% 1.3% 1.3%

Education 2% 2.6% 2.8% 3.0% 2.8% 2.4% 2.5%
Non-Core 18% 35.4% -7.9% 101.8% 43.1% 22.2% 2.6%
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Below, we show what an environment of rising inflation and rising rates could mean for a typical institutional
investor portfolio. You can follow this link to explore an interactive version of this perspective, which will allow you
to see how your own portfolio would have performed through environments of rising inflation and rates.

Historical Beta Performance
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Performance is shown gross of fees through April 2022. HYPOTHETICAL PERFORMANCE RESULTS HAVE MANY INHERENT LIMITATIONS,
SOME OF WHICH ARE DESCRIBED BELOW. NO REPRESENTATION IS BEING MADE THAT ANY ACCOUNT WILL OR IS LIKELY TO ACHIEVE
PROFITS OR LOSSES SIMILAR TO THOSE SHOWN. IN FACT, THERE ARE FREQUENTLY SHARP DIFFERENCES BETWEEN HYPOTHETICAL
PERFORMANCE RESULTS AND THE ACTUAL RESULTS SUBSEQUENTLY ACHIEVED BY ANY PARTICULAR TRADING PROGRAM. ONE OF
THE LIMITATIONS OF HYPOTHETICAL PERFORMANCE RESULTS IS THAT THEY ARE GENERALLY PREPARED WITH THE BENEFIT OF
HINDSIGHT. IN ADDITION, HYPOTHETICAL TRADING DOES NOT INVOLVE FINANCIAL RISK, AND NO HYPOTHETICAL TRADING
RECORD CAN COMPLETELY ACCOUNT FOR THE IMPACT OF FINANCIAL RISK IN ACTUAL TRADING. FOR EXAMPLE, THE ABILITY TO
WITHSTAND LOSSES OR TO ADHERE TO A PARTICULAR TRADING PROGRAM IN SPITE OF TRADING LOSSES ARE MATERIAL POINTS
WHICH CAN ALSO ADVERSELY AFFECT ACTUAL TRADING RESULTS. THERE ARE NUMEROUS OTHER FACTORS RELATED TO THE
MARKETS IN GENERAL OR TO THE IMPLEMENTATION OF ANY SPECIFIC TRADING PROGRAM WHICH CANNOT BE FULLY ACCOUNTED
FOR IN THE PREPARATION OF HYPOTHETICAL PERFORMANCE RESULTS AND ALL OF WHICH CAN ADVERSELY AFFECT ACTUAL
TRADING RESULTS. Past performance is not indicative of future results. Returns of the Illustrative Portfolio are simulated. For more on the
Illustrative Portfolio, please review the “Important Disclosures and Other Information" located at the end of this document.
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Important Disclosures and Other Information

This presentation contains proprietary information regarding Bridgewater Associates, LP (“Bridgewater”) and the strategies Bridgewater
manages and is being furnished on a confidential basis to a sophisticated prospective investor for the purpose of evaluating an investment with
Bridgewater. By accepting this presentation, the prospective investor agrees that it (and each employee, representative or other agent of such
prospective investor) will use the information only to evaluate its potential interest in a fund or strategy described herein and for no other
purpose and will not divulge any such information to any other party. No part of this presentation may be (i) copied, photocopied or duplicated
in any form by any means or (ii) redistributed without the prior written consent of Bridgewater. Notwithstanding anything to the contrary, a
prospective investor, and each employee, representative or other agent of such prospective investor, may disclose to any and all persons,
without limitation of any kind, the U.S. federal and state income tax treatment and tax structure of a fund described herein (and any of the
transactions contemplated hereby) and all materials of any kind (including opinions or other tax analyses) that are provided to a prospective
investor relating to such U.S. federal and state income tax treatment and tax structure.

This presentation has been prepared solely for informational purposes and is not an offer to buy or sell or a solicitation of an offer to buy or sell
any security or to participate in any trading strategy. Any such offering, will be made pursuant to a definitive offering memorandum (the “OM")
which will contain the terms and risks of making an investment with Bridgewater in the relevant fund and other material information not
contained herein and which will supersede this information in its entirety. In the event of any discrepancy between the information shown in
this presentation and the OM, the OM will prevail. Investors should not construe the contents of this presentation as legal, tax, accounting,
investment or other advice. Any decision to invest in a Bridgewater fund or strategy described herein should be made after carefully reviewing
the OM (including the risks described therein) and all other related documents, conducting such investigations as the prospective investor
deems necessary and consulting such investor's own investment, legal, accounting and tax advisors in order to make an independent
determination of the suitability and consequences of an investment in such fund or strategy. Information only for Swiss qualified investors
pursuant to Art 10.3 of the Collective Investment Schemes Act (CISA): Representative in Switzerland: UBS Fund Management (Switzerland)
AG, Aeschenplatz 6, CH-4052 Basel. Paying Agent in Switzerland: UBS Switzerland AG, Bahnhofstrasse 45, CH-8001 Zurich. The offering
memorandum, subscription documents and the financial statements of an investment fund offered to Swiss qualified investors are available
free of charge from the Representative in Switzerland.

Aninvestment in any Bridgewater fund or strategy involves significant risks and there can be no assurance that any fund or strategy will achieve
its investment objective or any targets or that investors will receive any return of their capital. Aninvestment in any Bridgewater fund or strategy
is suitable only for sophisticated investors and requires the financial ability and willingness to accept the high risks inherent in such an
investment (including the risk of loss of their entire investment) for an indefinite period of time. Past performance is not indicative of future
results.

This presentation and the OM will only be made available to persons or entities who are “accredited investors” under the Securities Act of
1933, as amended, and “qualified purchasers” under the Investment Company Act of 1940, as amended. The distribution of this presentation
and the OM may be restricted by law in certain jurisdictions, and it is the responsibility of persons into whose possession this presentation or
the OM comes to inform themselves about, and observe, any such restrictions.

Certain information contained herein constitutes forward-looking statements (including projections, targets, hypotheticals, ratios, estimates,
returns, performance, opinions, activity and other events contained or referenced herein), which can be identified by the use of terms such as
“may,” “will,” “should,” “expect,” “anticipate,” “project,” “estimate,” “intend,” “continue” or “believe” or other variations (or the negatives
thereof) thereof. Due to various risks, assumptions, uncertainties and actual events, including those discussed herein and in the OM, actual
results, returns or performance may differ materially from those reflected or contemplated in such forward-looking statements. As a result,
prospective investors should not rely on such forward-looking statements in making their investment decisions. Any forward-looking
statements contained herein reflect Bridgewater's current judgment and assumptions which may change in the future, and Bridgewater has no
obligation to update or amend such forward-looking statements.

"o "o "o

Bridgewater's investment process seeks to understand the cause and effect linkages that drive markets over time. To assess and refine its
understanding of these linkages, Bridgewater performs historical stress tests across a wide range of timeframes and market environments.
From these stress tests, Bridgewater is able to simulate how its strategies would have performed prior to their inception. For strategies that
include active decision making, Bridgewater often “humbles” its simulated alpha returns (by systematically adjusting downward the simulated
results that Bridgewater's current alpha investment logic produces) to account for the possibility that it could be wrong. Because this stress
testing is a core component of Bridgewater's investment process, it shares these simulations with current and prospective investors to
demonstrate its thinking. However, because they do not demonstrate actual results, these simulations are inherently limited and should not be
relied upon to make an investment decision.

HYPOTHETICAL PERFORMANCE RESULTS HAVE MANY INHERENT LIMITATIONS, SOME OF WHICH ARE DESCRIBED BELOW. NO
REPRESENTATION IS BEING MADE THAT ANY ACCOUNT WILL OR IS LIKELY TO ACHIEVE PROFITS OR LOSSES SIMILAR TO THOSE
SHOWN. IN FACT, THERE ARE FREQUENTLY SHARP DIFFERENCES BETWEEN HYPOTHETICAL PERFORMANCE RESULTS AND THE
ACTUAL RESULTS SUBSEQUENTLY ACHIEVED BY ANY PARTICULAR TRADING PROGRAM.

ONE OF THE LIMITATIONS OF HYPOTHETICAL PERFORMANCE RESULTS IS THAT THEY ARE GENERALLY PREPARED WITH THE BENEFIT
OF HINDSIGHT. IN ADDITION, HYPOTHETICAL TRADING DOES NOT INVOLVE FINANCIAL RISK, AND NO HYPOTHETICAL TRADING
RECORD CAN COMPLETELY ACCOUNT FOR THE IMPACT OF FINANCIAL RISK IN ACTUAL TRADING. FOR EXAMPLE, THE ABILITY TO
WITHSTAND LOSSES OR TO ADHERE TO A PARTICULAR TRADING PROGRAM IN SPITE OF TRADING LOSSES ARE MATERIAL POINTS
WHICH CAN ALSO ADVERSELY AFFECT ACTUAL TRADING RESULTS. THERE ARE NUMEROUS OTHER FACTORS RELATED TO THE
MARKETS IN GENERAL OR TO THE IMPLEMENTATION OF ANY SPECIFIC TRADING PROGRAM WHICH CANNOT BE FULLY ACCOUNTED
FOR IN THE PREPARATION OF HYPOTHETICAL PERFORMANCE RESULTS AND ALL OF WHICH CAN ADVERSELY AFFECT ACTUAL
TRADING RESULTS.
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Bridgewater believes that a particular return stream should be evaluated against its expected performance or its benchmark. To that end,
Bridgewater demonstrates whether its strategies are operating as expected via a cone chart, which shows the performance of a particular
strategy over time relative to the strategy’'s benchmark and also within bands of standard deviation from that benchmark. Separately, to
demonstrate the impact of market conditions on the strategies it manages, Bridgewater explains the macro-economic pressures and market
conditions that effected performance in the context of client letters, account reviews, or other publications that Bridgewater provides to each
current and prospective investor on a regular basis. Additional information about how Bridgewater thinks about setting expectations for its
strategies via a benchmark is available upon request.

Any tables, graphs or charts relating to past performance, whether hypothetical, simulated or actual, included in this presentation are intended
only toillustrate the performance of indices, strategies, or specific accounts for the historical periods shown. When creating such tables, graphs
and charts, Bridgewater may incorporate assumptions on trading, positions, transactions costs, market impact estimations and the benefit of
hindsight. For example, transaction cost estimates used in simulations are based on historical measured costs and/or modeled costs, and
attribution is derived from a process of attributing positions held at a point in time to specific market views and is inherently imprecise. Such
tables, graphs and charts are not intended to predict future performance and should not be used as a basis for making any investment decision.
Bridgewater has no obligation to update or amend such tables, graphs or charts.

Statements regarding target performance or target ratios related to assumed risk budgets, liabilities, volatility, target volatility, tracking error
or other targets should not be considered a guarantee that such results can or will be achieved. For example, Bridgewater may adjust returns
to match, for instance, the annualized standard deviation of two or more return series but this adjustment does not suggest that the returns or
assets are similar with respect to other aspects of the risk such as liquidity risk. Any statements with respect to the ability to risk match or risk
adjust in the future are not a guarantee that the realized risks will be similar and material divergences could occur. All performance and risk
targets contained herein are subject to revision by Bridgewater and are provided solely as a guide to current targets.

Discussions related to the risk controlling capabilities of low risk portfolios, diversification, passive investing, risk management, risk adjusting,
and any other risk control theories, statements, measures, calculations and policies contained herein should not be construed as a statement
that Bridgewater has the ability to control all risk or that the investments or instruments discussed are low risk. Active trading comes with a
monetary cost and high risk and there is no guarantee the cost of trading will not have a materially adverse impact on any account, fund,
portfolio or other structure. Bridgewater manages accounts, funds and strategies not referred to herein. Additionally, even where accounts,
funds or strategies are traded similarly, performance may materially diverge based on, among other factors, timing, the approved instruments,
markets, and target risk for each strategy or market. The price and value of the investments referred to in this presentation and the income, if
any, derived therefrom may fluctuate.

Statistical and mathematical measures of performance and risk measures based on past performance, market assumptions or any other input
should not be relied upon as indicators of future results. While Bridgewater believes the assumptions and possible adjustments it may make in
making the underlying calculations are reasonable, other assumptions, methodologies and adjustments could have been made that are
reasonable and would result in materially different results, including materially lower results. Where shown, targeted performance and the
abilities and capabilities of the active and passive management approaches discussed herein are based on Bridgewater's analysis of market
data, quantitative research of the underlying forces that influence asset classes as well as management policies and objectives, all of which are
subject to change. The material contained herein may exhibit the potential for attractive returns, however it also involves a corresponding high
degree of risk. Targeted performance, whether mathematically based or theoretical, is considered hypothetical and is subject to inherent
limitations such as the impact of concurrent economic or geo-political elements, forces of nature, war and other factors not addressed in the
analysis, such as lack of liquidity. There is no guarantee that the targeted performance for any fund or strategy shown herein can or will be
achieved. A broad range of risk factors, individually or collectively, could cause a fund or strategy to fail to meet its investment objectives
and/or targeted returns, volatilities or correlations.

Where shown, information related to markets traded may not necessarily indicate the actual historical or current strategies of Bridgewater.
Markets listed may or may not be currently traded and are subject to change without notice. Markets used for illustrative purposes may not
represent the universe of markets traded or results available and may not include actual trading results of Bridgewater. Other markets or
trading, not shown herein, may have had materially different results. Attribution of performance or designation of markets and the analysis of
performance or other performance with respect to scenario analysis or the determination of biases is based on Bridgewater's analysis.
Statements made with respect to the ability of Bridgewater, a fund, a strategy, a market or instrument to performin relation to any other market,
instrument or manager in absolute terms or in any specific manner in the future or any specified time period are not a guarantee of the desired
or targeted result.

Bridgewater research utilizes data and information from public, private and internal sources, including data from actual Bridgewater trades.
Sources include, Arabesque ESG Book, Bloomberg Finance L.P., Bond Radar, Candeal, Capital Economics, CBRE, Inc., CEIC Data Company Ltd.,
Clarus Financial Technology, Conference Board of Canada, Consensus Economics Inc., Corelogic, Inc., Cornerstone Macro, Dealogic, DTCC
Data Repository, Ecoanalitica, Empirical Research Partners, Entis (Axioma Qontigo), EPFR Global, Eurasia Group, Evercore IS, Factset Research
Systems, The Financial Times Limited, FINRA, GaveKal Research Ltd., Global Financial Data, Inc., Harvard Business Review, Haver Analytics,
Inc., Institutional Shareholder Services (ISS), The Investment Funds Institute of Canada, ICE Data, ICE Derived Data (UK), Investment Company
Institute, International Institute of Finance, JP Morgan, MarketAxess, Medley Global Advisors, Metals Focus Ltd, Moody's ESG Solutions, MSCI,
Inc., National Bureau of Economic Research, OAG Aviation, Organisation for Economic Cooperation and Development, Pensions & Investments
Research Center, Refinitiv, Rhodium Group, RP Data, Rystad Energy, S&P Global Market Intelligence, Sentix Gmbh, Shanghai Wind Information,
Sustainalytics, Swaps Monitor, Totem Macro, Tradeweb, United Nations, US Department of Commerce, Verisk Maplecroft, Visible Alpha,
Wells Bay, Wind Financial Information LLC, Wood Mackenzie Limited, World Bureau of Metal Statistics, World Economic Forum, YieldBook.
While we consider information from external sources to be reliable, we do not assume responsibility for its accuracy.

None of the information related to a fund or strategy that Bridgewater may provide is intended to form the basis for any investment decision
with respect to any retirement plan’s assets. Any information Bridgewater provides should be independently and critically evaluated based on
whatever other sources deemed appropriate, including legal and tax advice; it is also not intended to be impartial investment information or
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advice as Bridgewater may recommend one or more Bridgewater products in connection with such information, which would result in additional
fees being paid to Bridgewater. Bridgewater's status as an ERISA fiduciary with respect to the management of any existing or future Bridgewater
product(s) in which you invest would be (or continue to be) set forth in that product’s applicable governing instruments. You are responsible
for ensuring that your decision to invest in any Bridgewater product does not violate the fiduciary or prohibited transaction rules of ERISA, the
U.S. Internal Revenue Code or any applicable laws or regulations that are similar. On and after June 9, 2017, the information provided herein is
being made available only to “independent fiduciaries with financial expertise” (within the meaning of the Definition of the Term “Fiduciary”;
Conflict of Interest Rule - Retirement Investment Advice, 81Fed. Reg. 20,946 (Apr. 8, 2017), available at https://www.gpo.gov/fdsys/pkg/FR-
2016-04-08/pdf/2016-07924.pdf), and this presentation should not be accepted by any person who does not meet such requirements.

This presentation was written in connection with the promotion or marketing of a Bridgewater fund or strategy, and it was not intended or
written to be used and cannot be used by any person for the purpose of avoiding penalties that may be asserted under the U.S. Internal Revenue
Code.

In certain instances amounts and percentages in this presentation are approximate and have been rounded for presentation purposes.
Statements in this presentation are made as of the date appearing on this presentation unless otherwise indicated. Neither the delivery of this
presentation or the OM shall at any time under any circumstances create an implication that the information contained herein is correct as of
any time subsequent to such date. Bridgewater has no obligation to inform potential or existing investors when information herein becomes
stale, deleted, modified or changed. ©2022 Bridgewater Associates, LP. All rights reserved.

Illustrative Portfolio Disclosure

This page contains the allocation information for the historical simulation of the Illustrative Portfolio, from 1925 onward, as well as forward-
looking assumptions for expected ratio, volatility, and tracking error, used in this analysis. Correlations are based on either historical market
returns when available or Bridgewater Associates’ estimates, based on other available data and our fundamental understanding of asset
classes. The portfolio capital allocation weights (illustrated below) are estimates based either upon Bridgewater Associates’ understanding of
standard asset allocation (which may change without notice) or information provided by or publicly available from the recipient of this
presentation. Asset class returns are actual market returns where available and otherwise a proxy index constructed based on Bridgewater
Associates understanding of global financial markets. Information regarding specific indices and simulation methods used for proxies is
available upon request (except where the proprietary nature of information precludes its dissemination). Results are hypothetical or simulated
and gross of fees unless otherwise indicated. HYPOTHETICAL PERFORMANCE RESULTS HAVE MANY INHERENT LIMITATIONS, SOME OF
WHICH ARE DESCRIBED BELOW. NO REPRESENTATION IS BEING MADE THAT ANY ACCOUNT WILL OR IS LIKELY TO ACHIEVE PROFITS
OR LOSSES SIMILAR TO THOSE SHOWN. IN FACT, THERE ARE FREQUENTLY SHARP DIFFERENCES BETWEEN HYPOTHETICAL
PERFORMANCE RESULTS AND THE ACTUAL RESULTS SUBSEQUENTLY ACHIEVED BY ANY PARTICULAR TRADING PROGRAM. ONE OF
THE LIMITATIONS OF HYPOTHETICAL PERFORMANCE RESULTS IS THAT THEY ARE GENERALLY PREPARED WITH THE BENEFIT OF
HINDSIGHT. IN ADDITION, HYPOTHETICAL TRADING DOES NOT INVOLVE FINANCIAL RISK, AND NO HYPOTHETICAL TRADING
RECORD CAN COMPLETELY ACCOUNT FOR THE IMPACT OF FINANCIAL RISK IN ACTUAL TRADING. FOR EXAMPLE, THE ABILITY TO
WITHSTAND LOSSES OR TO ADHERE TO A PARTICULAR TRADING PROGRAM IN SPITE OF TRADING LOSSES ARE MATERIAL POINTS
WHICH CAN ALSO ADVERSELY AFFECT ACTUAL TRADING RESULTS. THERE ARE NUMEROUS OTHER FACTORS RELATED TO THE
MARKETS IN GENERAL ORTO THE IMPLEMENTATION OF ANY SPECIFIC TRADING PROGRAM WHICH CANNOT BE FULLY ACCOUNTED
FOR IN THE PREPARATION OF HYPOTHETICAL PERFORMANCE RESULTS AND ALL OF WHICH CAN ADVERSELY AFFECT ACTUAL
TRADING RESULTS.

Asset Type Asset Nominal Exposure % Hedged FX Beta Volatility Beta Ratio Alpha Volatility Alpha Ratio
Equities World Equities 58.3% 0.0% 15.3% 0.31 5.0% 0.30
Nominal Government Bonds Developed World Bonds 11.2% 0.0% 4.4% 0.31 2.0% 0.30
Real Estate Developed World Real Estate 7.1% 0.0% 18.8% 0.31 6.0% 0.30
MBS United States MBS 6.1% 0.0% 4.3% 0.25

Corporate Bonds World Corporate Bonds 5.1% 0.0% 6.7% 0.33 3.0% 0.30
Absolute Return Absolute Return 5.1% 0.0% - - 7.0% 0.50
Equities Emerging Market Equities 3.1% 0.0% 21.4% 0.25 5.0% 0.30
High Yield Bonds United States High Yield Bonds 2.0% 0.0% 11.6% 0.30

IL Bonds Developed World IL Bonds 2.0% 0.0% 5.6% 0.30 1.0% 0.30
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	It Will Take a Minor Recession to Get Inflation to Fall Much  and a Major One to Get Inflation Back to the Fed Target
	Weaker equity prices continue to reflect higher discount rates, not a recession. But rising rates and  lower equity prices do make at least a mild recession and modest dip in inflation increasingly likely.
	Inflation continues to be the main driver of monetary policy and markets. The market action to a broadly strong CPI print was consistent with more tightening being needed to bring inflation down but not much of a rise in discounted inflation. For now,...
	The current inflationary process is self-reinforcing and sticky. We see inflation differently from market pricing and consensus expectations. Rising nominal wages drive nominal spending, which in turn makes it easier for companies to raise prices and ...
	Moderation in inflation from supply issues easing may be a 2023 story. While the dynamic above is dominant in our view, it is still important to understand each major driver. As we walk through below, we do expect some moderation in inflation, but pro...
	We expect higher-than-discounted inflation and lower-than-discounted growth rates. We are still positioned for higher discounted inflation and higher bond yields, even as we also see a contraction and further equity sell-off ahead. Inflation is at thi...
	High and Sticky Inflation Is Driving Tightening Market Action
	Friday’s market action was consistent with the pattern we’ve seen over the last several months: in response to the upside surprise in the magnitude and breadth of inflation, markets discounted more Fed tightening and that this tightening would be most...
	Bond yields rose 12bps, with almost all of the move coming from rising real yields, while discounted inflation barely ticked up. The rise in yield was sharpest at the short end of the curve. The 2-year rate surged 25bps, about twice as much as the 10-...
	The equity bear market deepened, with the S&P 500 falling 2.9%, and the longer-duration, tech-focused Nasdaq down 3.5%. Still, equities are far from pricing a recession. Since the beginning of the year, the vast majority of the equity drawdown has bee...
	In the rest of today’s Observations, we discuss the major cross-cutting pressures we see on core inflation. But first, to summarize how these affect each component:
	 Services inflation has surged, driven by a rotation of demand back into these sectors and strong wage pressures (especially for hourly workers), with further supports from the spikes in fuel and food costs. While wage growth has moderated slightly, ...
	 Housing inflation has also accelerated, reflecting inadequate housing supply relative to strong demand. This dynamic has been particularly pronounced in the home purchase market and on new leases, and we expect it to continue flowing through to the ...
	 Goods inflation has slowed over the last few months as the extraordinary surge in demand has faded and some bottlenecks have improved. The pressures are more cross-cutting going forward. We expect the downward effect of the normalization of COVID sp...
	Inflation Components (6m, Ann)
	Below, we walk through the major pressures we see on inflation in more detail.
	The Tightest Labor Market in a Generation Will Keep Wage Growth High—and Inflation with It
	Demand for labor has vastly outstripped supply. Wage pressures are strong and self-reinforcing. Historically, wages have moved closely in line with inflation, especially services. On a backward-looking basis, the softness in the headline wage number f...
	Surveys of businesses point to extremely strong current wage pressures, with some moderation expected in the months ahead.
	Inflation in more cyclical sectors is very strong (partly due to labor market tightness and partly due to the surge in commodities prices), but less cyclical sectors are also now at the high end of their recent range. It takes time, but even less cycl...
	Red-Hot Housing Demand Is Flowing Through to Inflation with a Lag
	Housing inflation is now at multidecade highs, and we see continued upward pressure. Over the last year, home prices and timely measures of rents on new leases have surged, reflecting strong demand and short supply of homes both for purchase and for r...
	The difference between these measures doesn’t mean that the CPI measure is wrong. The timelier data often captures tenants who are proactively moving and are seeing larger rent increases, while landlords renewing existing leases are often cautious to ...
	Price increases on new leases have slowed from last year’s extremes but are still running above housing CPI, and the accumulated divergence remains.
	Housing has a much lower weight in PCE than CPI; as it becomes a larger driver of overall inflation, we’re likely to see a widening divergence between the measures.
	Goods Price Inflation Should Ease but It Will Likely Take Time
	We see a few key drivers: domestic wages staying high (see above), further rotation of spending from goods back to services (disinflationary for goods, though net inflationary as labor-intensive service sectors face additional strain), the normalizati...
	Autos have experienced some of the most extreme inflation due to acute shortages. A normalization of supply would help to ease those pressures, but a full resolution of shortages and corresponding big decline in prices are unlikely until 2023. Used ca...
	The shortages in other categories of goods have been less extreme and driven more by the surge in demand than by large supply disruptions. But elevated inflation is now broad-based across virtually all types of goods and supported by higher raw materi...
	We see further upward pressure on goods prices from the recent surge in commodity prices. While these moves are largely already reflected in the retail prices of gasoline and groceries, they also impact core inflation with a lag (typically on the orde...
	Aside from commodity prices and supply disruptions in China, most of the pressures on goods do point downward. Renormalization in spending patterns will reduce demand for goods, especially durables. But this relief will come only gradually and will no...
	Appendix: Detailed Attribution of Inflation
	Looking at the details, a few things stand out:
	 Core inflation ran at an 8.8% annualized pace in May, one of the hottest prints of the last four decades. This monthly increase was only slightly smaller—and far more broad-based—than the massive moves driven by durable goods last spring.
	 Most goods prices rose fast, including autos.
	 Housing inflation meaningfully accelerated. The 7.6% annualized pace of this monthly increase was the strongest in over three decades.
	 Services inflation has been extremely strong for some time, with broad-based strength across categories, including many less cyclical sectors.
	Below, we show what an environment of rising inflation and rising rates could mean for a typical institutional investor portfolio. You can follow this link to explore an interactive version of this perspective, which will allow you to see how your own...

