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“A semblance of objectivity
might be achieved, no doubt,
by way of a complete self-awareness

at the time of observation.”

Joseph Brodsky, Russian-American poet and recipient of the
Nobel Prize for Literature in 1987




Prevailing Market Narrative Became Untenable

As compared tothe prior eight months (since late October2023), a “new narrative” is driving markets
inthe 2H 2024. Thoughthere are elements of continuity (i.e., resilient debt financing markets), we

expect volatility to be episodically higher goinginto year-end.

r_P

US Election

Early election cycle

Biden vs. Trump

NEW Narrative

(2H 2024)

Late election cycle

Harris vs. Trump

More complicated

Geopolitical risk Complex but
(Middle East, Russia) contained Higher risk

Above trend growth (> 2%) Below trend growth (< 2%)
US Economy

US “exceptionalism” Higher “hard landing” risk
Fed Policy Hawkish re-pricing Dovish re-pricing
UST Rates Peak 2024 yields in April Rates rally lower

(higher for longer)

(curve dis-inversion)
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Prevailing Market Narrative Became Untenable

NEW Narrative
(2H 2024)

US Dollar Strengthening Weakening

BoJ Policy Dovish tightening More hawkish pivot

than anticipated

Multi-decade JPY

Intact

Unwinding

“Carry Trade” Massive global Forced de-leveraging
positioning of many risk positions
Al Optimism "Magnificent 7" euphoria Sotinessibicftech

Al earnings

Commodity Prices
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VOLATILITY

2 Unwinding the
“Carry Trade”

Kintai Kyo bridge,
Iwakumi Hiroshima, Japan




“| can resist anything but temptation.”

Oscar Wilde, Irish poet and playwright (1854 - 1900)




BoJ Policy Normalization (G20 Outlier)

The Fed islikely to participate in the synchronized 2024 G-20 policy easingin September. For
markets, however, the concurrent dovish Fed repricing and hawkish BoJ repricing in July-Augusthas
precipitated an unwinding ofthe massive and multi-decade yen “carry trade.”

Monetary policy expectations for G20 economiesin 2024

© 2024 policy easing expected
@ 2024 policy tightening expected

(1) Bloomberg. WIRP. Oxford Economics.
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Most Important Currency Pair into Year-End O

USD / Yen may be the mostimportant global currency pairto trackinto year-end. Followingthree
years as the weakest performing G10 currency, reachinga 38 year lowin July, the Yen hasled G10
currencies with over 12% appreciationvs. USD since its July 10th low. AbruptYen appreciation has
typicallyaccompanied globalfinancial instability in the past, as happened during the acute volatility
of August5th. MUFG's Derek Halpenny notes that the 20 point dropin USD/Yen overthe 18 trading
daysinto Aug 5wasthe largest since October 2008.

USD/ JPYin2024

1H 2024 2H 2024

135 Aug 5:
) 142
141 1H1 22 %f/f) (intraday 143
‘g /
e 2H 2024
The Yen “Smile” +12.6%
165 July 10:
Jan-2024 1 62 Sep-2024

38 year low

Source: (1) Bloomberg. Data as of September 19, 2024. Axis inverted to show Yen performance vs. USD. Percent change isyen de preciation /ap preciation vs. the USD.
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$1 Trillion Yen Carry Trade

The Bankfor International Settlements(BIS) cross-borderlending data indicates demand for Yen carry
reached levels not seen since before the GFC. Some analysts have suggested that the size of the carry
trade built since 2011 reached as high as $1tn in late July, with roughly half of thatincrease extended
over the lastthree post-COVID years given Fed-BOJ policy rate differentialsand low FX volatility.

Amount outstanding of liabilities denominated in JPY, USD tn

1980 - 1990 2001 - 2010 2011-2020 5057

$1.0 $996 bn

208 $703bn

$0.6

$0.4

$0.2

+110% +20% (-12%) +30%

1980 1990 2000 2010 2020 2023

$0.0

Source: (1) Bloomberg. Datathrough Q3 2023 MUFG (Derek Halpenny).
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Volatility on Monday August 5t

Following the concurrent repricing of BOJ (more hawkish)and Fed (more dovish) policy expectations
in early August, an unwind of the multi-decade Yen carry trade precipitated a surge in Japanese
financial market volatility, and a once-in-a-generation selloff in Japanese equities. The sheerspeed of
the unwind, with the most speculative positions now closed, exposed the magnitude of global
financial market leverage thathad become highly correlated in a one-way trade over prioryears.

Global equity market performance on August 5"

* b o N L2 S
H Bl O -KEEQ E e o
Euro Shanghai MSCI MSCI
Stoxx 50 Composite AX  FTSE100 Nasdag S&P500 World Mag 7 KOSPI Nikkei

( 1 4% (-1 5%) ( 1 6%) (-1 8%) (- 20%
(-3.0%) (-3.0%) (-3.1%)
VIX Index 65.7
Largestintra-day
spike on record Largest daily — (.g.g%)
20102019 avgs 169 16.5 decline since 2008

1H 2024 avg: 13.8 Largest daily —» (-12.4%)
Jan-2024 Sep-2024 decline since 1987

Source: (1-2) Bloomberg. Data as of September 19,2 024.
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Carry Trade Unwind Has FurtherTo Go

USD/Yen has been notably correlated to rate differentials since the Fed tightening cycle beganin
2021. While the most speculative Yen carry trade positions have been closed followingthe August 5t
volatility, the low visibility economy and policy environment, and continued Yen undervaluation,
suggestthe carry trade unwind has furtherto go.

US-Japan 10year differential and USD / JPY

450 USD / JPY (RHS) 179

Py
if

Ml
lk’ US-Japan 10
] year differential
(LHS)
Rptnghves S
WA
100 100
2021 2022 2023 2024

Source: (1) Bloomberg. Data as of September 19, 2024.
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“Rage and frenzy will pull down
more in half an hour, than prudence,
deliberation and foresight can

build up in a hundred years.”

Edmund Burke, 18th Century British Parliamentarian in his work
“Reflections on the Revolution in France (1790)"




Modest Equity Market Correction Following Historic Rally

Since October, when it became more clearthatthe Fed tightening cycle was complete, the S&P 500
rallied nearly 40% through the peak of mid-July, setting 36 new record highs overthe period. Since its
July peak, the S&P 500 declined close to correction territory (-8.5%). The 3% sell-off on August 5th was
the largestin two years. While stocks may face a bumpy path into the election and year-end, robust
balance sheets and corporate earningsshould put a flooron the selling pressure and volatility.

S&P 500

+38% (-8.5%) +1.2%

Oct-2023 Sep-2024

Source: (1) Bloomberg. Data as of September 19, 2024.
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Volatility Typically Elevated During Policy Transition

US rate volatility has been elevated for most of the Fed's tightening cycle. Today, a resilient US

economy and “sticky” inflation are driving a repricing of market expectations forthe Fed and creating
highervolatilityacrossthe curve.

UST rate volatility (MOVE index) Sources of Rate Volatility

-  Elevated UST supply

« "Mixed"” economic data

* Policy transition & uncertainty

10 year
pre-COVID
avg:72 ~ T 7

30
Jan-2010

Sep-2024
Source: (1) Bloomberg. Data as of September 19, 2024.
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Resurgent USD Bond Flows in 2024

With the exception of the more pronounced period of rate volatility in April, USDIG and HY bond
flows have been quite strongin 2024. Fueled by resilient economicfundamentals and a Fed policy
transition underway, investors increased allocations to strong, yield-producing corporate balance

sheets globally.

January - March April May - August
US weekly high yield fund flows, USD bn
$4
50 ‘l_._l___.&-ll_-_“_l_l_
I Aug 5th/
54 volatility
US weekly investment grade fund flows, USO bn
$4
. e mtn_0 u mna_nl
$4
1/3 1/17 1/31 2/14 2/28 3/13 3/27f 4/10 4/24 | 5/8 5/22 6/5 6/19 7/3 7/17 7/31 8/14 8/28 9/11

Source: (1) IFR. Data through September 12, 2024.
Asthe World Turns/SEP 2024/ page 20




Credit Spreads at Multi-Decade Tights

Despite the uncertainty of policy transition and elevated geopolitical risk, IG and HY spreads have
tightenedto levels well below both long-term averagesand historic recession thresholds. Asthe
economy downshifts, look for HY spreads to experience more idiosyncratic and industry-specific

dispersion.
USDIG OAS GFC peak:

- 618 bps

Historic recession
threshold: 250 bps

LT avg: 150 bps

40
1989 2001 2012

USD HY OAS

1200

Historic recession

threshold: 800 bps

LT avg: 525 bps

150

2024 1994

2004

GFC peak:
1,971 bps

/
e

2014

2024

|G credit spreads remain firmly supported by both market technicals and fundamentals.

307 bps

Source: (1-2) Bloomberg. Data as of September 19,2 024.
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8 Sequential Months of IG Issuance > $100 Bn

For thefirst timein history, USD IG issuance has exceeded $100 bn in every month of 2024 to date
(January - August). Year-to-date issuance, now at $1.27 trillion, surpassedthe $1 trillion threshold on
July 24th (in just 206 days), and is on track to exceed full year 2024 forecasts of ~$1.4 trillion.

Monthly USD IG issuance, bn

$300

$250

$200

$150

$100

$50

$0

Pre-COVID monthly avg
(2010-2019): $89 bn

2022

|G Issuance YTD
+25%

$1.27tn
$937bn ’

2023 YTD 2024YTD

2023

Record First 8 Months of Year
| Jan-Aug 2024 ‘

§195 3200

|s11

$132

$1o|ii109

2024

Source: (1-2) CFR. Data as of September 19, 2024. Mo nthly issuance isthrough August 31,2024. Annualissuanceis YTD through September 18, 2024.
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Historic Post-Labor Day IG Issuance

Against a more complex geopolitical, economic and policy environment, USD IG bond issuance
continued itstorrid pacein early Septemberamidst a favorable fundamental and technical backdrop
(positive credit market returns, lower rates, tighter YTD spreads, leverage below historic averages and
declining defaultrates). With record issuance in the first 48 hours following Labor Day, a record 61
issuers tapped the USDIG marketsin the holiday shortened week, with total deal volume activity
recording the 5th largest week on record.

Largest deal volume USD IG weeks all time, bn Largest deal count USD IG weeks all time, # of issuers
4/3/2020 9/6/2024 TR 61 deals
3/27/2020 9/10/2021 t
5/8/2020
5/8/2020 Largest Week
9/6/2019 All-time
>/1/2020 4/3/2020
9/6/2024 | $85 bn 3/27/2020
9/10/2021 t 9/11/2020
5/15/2020
AEIAN 5th Largest Week
3/11/2022
3/5/2021

Source: (1-2) CFR. Dataasof Septemberé, 2024.
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2024 USD HY Issuance Well Above Historical Pace

Justeight monthsintothe year, 2024 USD HY issuance hassurpassed 2023's full yearissuance volume.
Year-to-date issuance of $219 bn isjust $6 bn short of MUFG's estimate for full yearissuance.

Monthly USD HY issuance, bn
HY IssuanceYTD

$219bn Jan-Aug 2024

+79% '
$35 $122bn
$30

$27$27%27
625 2023 YTD 2024 YTD
20 Il e e e e - —— e - - _ - - _$_9
18
Pre-COVID monthly avg
s (2010-2019): $20 bn
$10
. 18I

2022 2023 2024

$31

Source: (1-2) CFR. Dataas of September 18, 2024. Mo nthly issuance isthrough August 31,2024. Annualissuanceis YTD asof September 18, 2024.
Asthe World Turns/SEP 2024/ page 24



2024 RobustUSD Leveraged Loan Issuance

Leveraged loanissuance (excluding extensions and repricings) has outpaced its pre-COVID average in
every month of 2024 driving year-to-date newissuance to $330 bn, just $20 bn short of CreditSights'’
full-yearforecast of $350 bn. In addition to robust net newissuance, opportunistic refinancing activity
has also driven total issuance volume higherthisyear, accounting forroughly 56% of year-to-date
activity.

Monthly USD leveraged loan issuance, bn

(excluding extensions and repricings) LL Issuance YTD
Jan-Aug 2024
+134% $330bn { \
80 $66
$141bn
$5 2$ 54
2023 YTD 2024 YTD $42
Pre-COVID monthly avg $36 $41
(2014-2019): $31 bn $34
| $7
. i
2022 2023 2024

Source: (1) Pitchbook. Data through August 29, 2024. Leveraged loan issuance repricings, refinancings, extensions, and no n-refinancing issuance. Extensions and repricings reflect
deals done viaan amendment pro cess.
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POLITICS & POLICY

Sea of Galilee, Israel
-




“While an autocrat is in power,
his demise seems inconceivable:
once he has been deposed,

it seems inevitable.”

Leon Trotsky, Russian revolutionary, politician
and political theorist (1879 - 1940)




Energy Repricing for Lower Demand Outlook

Commodities are nowthe worst performing asset classin 2024 after outperforminginthe 1H. Even as
Middle East geopolitical risk increases, fundamentals have been the more prevailing driver of prices
lower in July-August (surging US supply, OPEC spare capacity, lower demand outlook).

WTI Brent
$86
$77
$72 e $75
1H 2024 Jul-Sep: 1H 2024 Jul-Sep:
+14% (-11%) +12% (-13%)
Jan-2024 Sep-2024 Jan-2024 Sep-2024

Source: (1-2) Bloomberg. Data as of September 19,2 024.
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Minimal Risk Premium in Oil Prices (For Now) [&

Oil markets remain the primary transmission mechanismforrising geopolitical risk to the global
economy. Since late 2022, the geopolitical risk premium in global energy markets has been fairly
contained, though episodically volatile. Elevated global supply (OPEC spare capacity, surging US
production)and globaldemand concerns have kept prices range-bound even as geopolitical risk
remainsvery high.

Brent oil prices since Dec 2021

$130 $128
Feb 2022:
Russia- |
Ukraine ¢ Oct 2023:
war |
| Israel-Gaza
$97 1 crisis
| .
I |
I |
|
|
I |
I |
I 1 $75
I |
I |
I |
I |
$60 ® ®
Dec-2021 Sep-2024

Source: (1) Bloomberg. Data as of September 19, 2024.
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End of European Energy Crisis in Sight

Following a postinvasionsurgein EU gas prices in the summer of 2022, the rapid declinein EU nat
gas prices proved critical to the performance of Europe’s economy overthe last two years, as well as
its energy security architecture. With resurgent global investment projectsunderway equalto 50% of
total global natural gas production, lower nat gas prices have become an important part of Europe’s
industrial and economic recovery. Prices have risen moderately in July-August, especially since

Ukraine's recentincursioninto Russian territory.

EU natural gas prices since Dec 2021

€339

€350
Feb 2022: |
Russia- |
Ukraine |

war |
1

Oct 2023:
Israel-Gaza
crisis
€33

€0

Dec-2021 Sep-2024

Source: (1) Bloomberg. Data as of September 19, 2024.
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Container Shipping Prices Have Nearly Tripled

In recentyears, numerous variableshave highlighted the vulnerability of global supply chains
including the pandemic, US-Chinatension and escalating Middle East conflict. While the Houthi
rebels have not disrupted outbound Strait of Hormuz oil flows, their missileshave been highly
disruptive to inbound Bab-el-Mandeb shipping routes, as evidenced by the sharprise in Asia-to-
Europe containershipping pricesin recent months.

Shanghai Shipping Exchange Index, cost of moving 40ft container
a
C

$2,511

Oct7:
Israel-Gaza

+183%

Jan-2023 Aug-2024

Source: (1) Bloomberg. Data as of September 19, 2024. IMF Portwatch. Apollo.
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Sharply Higher Yuan Funding Costs for Russian Banks

Tighter US sanctions have constrained the flow of Yuan to Russia in 2024. Followinga White House
Executive Orderin December 2023, and new US Treasury OFAC restrictions announcedin June
2024, the US hasthreatened secondary sanctions on foreign financial institutions (FFls) supporting
Russia’s war effort. The cost of Yuan financing for Russian entities has since surged, even as domestic
Yuan lending rates remain sstable. In July,as many as 98% of Chinese banks, fearing secondary
sanctions from Washington, directly refused Yuan payments from Russian entities.

Overnightyuan rate

X | In Russia

N
N

/4

June 2024:

US Treasury
widens OFAC
sanctionson
foreign financials

0% Dec 2023: supporting
President Biden Executive Russia’s war

Order regarding secondary

sanctions on global banks
supporting Russian military

60%

20%

In China

0% - 1 H
Jan-2023 May-2023 Sep-2023 Jan-2024 May-2024 Sep-2024

Source: (1) Bloomberg. MOEX. Data as of September 6, 2024. Russian overnight rate is Russian secured funding average rate (CN Y). Chinese ovemight rate is SHIBOR.
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“May not political passion be a net
which holds the heart distant from

all that has nourished it?”

Thomas Flanagan, American author &
professor in The Year of the French (1979)




Notable Dates in US Election Cycle

June 27

Trump-Biden debate

Jul 15-18

Republican National Convention

Aug 19-22

Democratic National Convention

Sep 6

Early Voting beginsin North Carolina

(and other key swing states in following weeks)

Sep 10

First Trump-Harris debate

Sept17-18

Last Fed meeting before election

Oct 1

VP debate (Vance/ Walz)

Nov 5

US election

Nov 6-7

First Fed meeting post-US election

Source: RogerHollingswo rth (MUFG). Libby Cantrill (PIMCO). Politico. Reuters.
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2024 US Presidential Election Dashboard

With the electoral map favoring Republicans, history suggests that VP Kamala Harris may need a 3-4%
lead in national pollsto win the electoral college.

NATIONAL POLLS

National Polling

Harris &™) is:
N @‘ Harris :
49.4% * +2.2%

CRITICAL SWING STATE POLLING

" Frost Belt” "Sun Belt”

O 8 VEO «

Harris Harris Harris Harris Trump Trump Trump
+1.0% +0.7% +1.7% +0.2% +2.2% +2.0% +0.4%

ELECTORAL COLLEGE MAP BASED ON RCP POLLS

TossUp: 94 -
(270 needed to win) N E\ Harris: 225

Trump: 219 ‘%‘ |

Source: (1) RealClearPolitics. Data as of September23, 2024.
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UST Yields Rally in Months Preceding Presidential Elections

The US economy, Fed policyand market structure dynamicsare the primary drivers of US Treasury
yieldsthroughthe variousstagesofthe economiccycle. However, looking back at US elections over
the last 35 years (since 1988), 10 year UST yields have generally tightened in the six months
preceding US elections as investors reduce risk until election uncertainty is resolved.

UST yield moves (bps), average across 9 US election years (1988 — 2020)

2 year UST 10 year UST

40 bps I 40 bps I
o o
Election Election |
I
I
I
I
20 bps 20 bps I
I
I
I
I
I
0 bps 0 bps
I I
I I
I [
I I
I I
I I
-20 bps | -20 bps |
-6 -5 -4 -3 -2 -1 0 -6 -5 -4 -3 -2 -1 0
Months prior to election Months prior to election

Source: (1-2) Bloomberg. Election yearsincluded in average are from 1988-2020. Election istime O.
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VIX Elevated in Presidential Election Years

In Presidential elections dating back to the early 1990s, volatility in US equity marketsincrease in the
two - three monthsahead ofthe election and decline asthe market gains“certainty” on who the
winnerwill be. Notably, while volatilitytendsto decline intoyear-end, futures pricing this year
suggestsvolatility may rebound ahead ofthe inauguration in January.

Average VIX during election years since 1992

Election Day

30.00

27.00

24.00

21.00

18.00

15.00

Jul Aug Sep Oct Nov Dec

Source: (1) Bloomberg. VIX for presidential election years starting in July from 1992 -2 020.
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Equity Marketsin US Election Years

Historically, marketshave tendedto underperform during the period of pre-election uncertainty, with
the post election rallies on higher certainty typically beginning immediately afterthe election
(regardless of political party gaining or losing control).

Average S&P 500 performance during election years since 1952

September - October  November - December

6%
Election Pre-election Post-election

summer rally underperformance rally

4%

2%

0%

Sep Oct Nov Dec

Jun Jul Aug

Source: (1) Bloomberg. S&P 500 performance for presidential electionyears starting in June from 1952 -2020.
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Trade War Beginson Day 1 of Trump 2.0 ‘%‘

In his first term, former President Trump focused his first full year on generational tax reformin 2017 and
the stock market rose 19%. In 2018, nearly 18 monthsinto hisfirstterm, President Trump pivotedto the
tradewar. Ina Trump 2.0 scenario, we expect the trade war to begin on Day 1.

Notable attributes of a trade war in a Trump 2.0 scenario

Timing: Day 1 of Trump 2.0

é} Key Architect: Robert Lighthizer (former US Trade Rep)

[]ﬁ Legal Toolkit: Firstterm blueprint (Sec201, 232, 301, etc.)

Targets: Alliesand adversaries
@ China: Existential threat (higher tariffs, revoke MFN status?)

7 —_
v

v
v

Approach: Emboldened(”Big plans already underway”)

Philosophy: “Zero-Sum” game (no “soft” benefit focus)

152| Strategy: More tactical; create uncertainty; encourage domestic MNC investment

@T@ Partnerships: Bilateral over multi-lateral

R Barometers: Trade deficits; US domestic spending

~7 Governor: Stock market (less so this time)
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POLITICS & POLICY
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‘I don't order bacon anymore.
It's too expensive.”

Former US President Donald Trump, in a speech on
the economy in Asheville, NC (Aug 14, 2024)




Unconventional Central Bank Sequencing

Historically, the Fed leads the global financial cycle, typically leading the pivot to new policy regimes.
For example, the ECB typically moves 3-4 months behindthe Fed, butthistime jumped ahead (as did
Switzerland and Sweden earlierthis year). Withthe US economy outperformingits G10 peer group
even after 525 bps of tightening, the policy sequencing is different this time. For global markets, the
implications have been formidable across rates, currencies, capital flows and portfolio allocations.

JulAug

Current Policy Rate

Actual or expected timing in 2024 of first rate cut (G10 Central Banks)

AR 5.00%

[¥]....

3.75%

Source: (1) Bloomberg. Data as of September 19, 2024. ECB isthe deposit rate. US Fed Funds rate is upper bound. Markets pricing 80% chance of a Dec rate cutforReserve
Bank of Australia.
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Sizing Fed Easing Cycles Historically —

Looking at eight easing cycles since 1980, the Fed hastypically cut rates by about 100 bps in the first
12 months of an easing cycle and by more than 4% overthe entirety of the easing cycle, with a fair
amountofvariabilityaround thatrange.

Total rate cuts in the 12 months after |ast rate hike Total rate cuts over entire easing cycle
1981 200 bps 1981 550 bps
1984 119 bps 1984 350 bps
1989 150 bps 1989 675 bps
1995 75 bps 1995 75 bps
1997 0 bps 1997 75 bps
2000 250 bps 2000 550 bps
2006 0 bps 2006 500 bps
2018 75 bps 2018 225 bps

Source: (1-2) Bloomberg. Data as of July 12, 2024. Fred Economic Data St. Louis Fed. Note: Discount rate used before 1988. Fed Fund based on upperbound.
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|

US CPI Below 3%, Down from 9.1% Two Yrs Ago

US headlineinflation slowedto 2.5%y/y in August, a three-yearlow and its fifth straight month of
easing. While annual core CPl remained unchanged at 3.2%y/y, as expected, the indexrose 0.3%
m/m (vs. 0.2% expected), the mostin four months. The 5.2% y/y increase in shelter costs accounted
for 70% of the gain in the annual core inflation rate in Augustand the monthly increase of 0.5% m/m
was the most since the start of the year, and the second straight month of acceleration.

US headline and core CPI, y/y

June 2022 peak
10% Headline CPI: 9.1%y/y

8%

6%

» Core CPI:

’ 3.2%yly

Headline

2% CPI:
2.5%yly

0%

Jan-2019 Aug-2024

Source: (1) Bureau of Labor Statistics. CP| Report August 2024. Bloomberg. Dataas of September 19.2024.
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Market Repricing “More Dovish” Policy Path

Over the course of 2024, markets have dramatically repriced expectations for Fed policy in the year
ahead. Aftera 50 bps rate cut atthe September FOMC meeting, the marketis pricing an additional
~75 bps of easing, or 3 cuts, by yearend 2024 and nearly 200 bps of easing overthe next 12 months.
Notably, the market has very quickly become “more dovish”than Fed forecasts for policy easing.

Market implied cumulative bps of Fed rate cuts by Fed meeting
~200 bps over next 12 months

194

200 (8 cuts)

175 1 59
0 .75bps by 2024 YE 138
125 { \ 106
100 73

. (3 cuts)

5 35

(1-2 cuts)
"

Nov 2024 Dec 2024 Jan 2025 Mar 2025 May 2025 Jun 2025 Jul 2025 Sep 2025 Oct 2025

o

o

Source: (1) Bloomberg. Data as of September 19, 2024.
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UST Yields Largely Tracking Fed Policy

Even as global geopoliticaland US election risk remains elevated, UST yields have been trading
almost entirely on Fed policy overthelastyear.

il

10 year UST and marketimplied January 2025 Fed Funds rate

5.0%

4.5%

4.0% M J Jan 2025
Fed Funds:
’ 3.77%
10 year UST:
3.74%
3.5%
Jul-2023 Sep-2024

Source: (1) Bloomberg. Data as of September 19, 2024.
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The US Dollar “Frown”

Since USTyields hittheir2024 highsin April, the USD index has declined nearly 5%. Key drivers of
the US dollar's decelerationinclude: (1) Fed policy easing coming closerintoview; (2) expected

convergence in global rate expectation differentials; (3) softer US economic data; and (4)
convergence in US election polling.

|

USD index 6 April 25: 10yr UST yield hits 2024 peak of 4.70%
9 June 27: Trump - Biden Presidential debate
107 9 August 5: Historic market volatility
106.3
The US Dollar “Frown”
1 2
K
102.2 100.7
+4.0% (-5.2%)
100
Dec-2023

Sep-2024
Source: (1) Bloomberg. Data as of September 19, 2024. USD index is DXY index.
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"How did you go bankrupt?
Two ways. Gradually, then suddenly.”

Ernest Hemingway, Nobel Prize winning
American author in “The Sun Also Rises” (1926)




Monetary Policy “Normalization” Away from NIRP & ZIRP

The grand experimentof negative interestrate policy (NIRP) beganin 2012 when Denmark became
thefirst central bankto go negative in July ofthat year. Sweden wasthe firstto exit NIRPin
December 2019, though kept policy rates at 0% (ZIRP) until April 2022. Ittook a full decade for other
G10 central banksto abandonthe NIRP policy regime, led by the ECBin July 2023, Denmark and
Switzerlandin September 2023, and finally Japanin March 2024.

Central bank policy rates

6%

5%

4%

3%

2%

1%

0%

-1%

2010

Global Central Bank Negative Policy Rates Regime

Jan 2015:
Switzerland
Jul 2012: introduces
Bemmeik negative rates
introduces
negative rates Jun 2014:
ECB
introduces
negative
rates
July
2012
2012 2014

Feb 2015:

Sweden
introduces
negative rates

Fed: 5.00%
Mar 2016:
Japan
introduces
negative
rates

@-ccs.350%
‘= Sweden: 3.50%

AR
w

Switzerland:
1.25%

® Japan: 0.25%
March

e _—

2024
2016 2018 2020 2022 2024

Source: (1) Bloomberg. Data as of September 19, 2024. US is Fed Funds upperbound. ECB is deposit facility. Denmark is intere st rate on certificates of deposit. Japan is unsecured
ovemight call rate upper bound. Switzerland is the overnight repo rate. Sweden isthe repo rate.
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Global Negative Rate Experiment Over (For Now)

Global negative yielding debt peaked around $18 trillion during the peak US-Chinatrade wars and

COVID crisis period, but has since declined to zero as global central banks pivot to a new era of
global policy normalization.

Global aggregate negative yielding debt, market value, USD tn

Extraordinary Global Policy Easing Policy Normalization
A A
( 1 T \ \

520 - Ed a=m o $18.4 trillion

* Negative Rate Policy (NIRP) » Ratehikes
sis  * Zero Rate Policy (ZIRP) « QT

- QE
510
$5
" +$18.4tn (-$18.4tn) $0

2013 2015 2018 2021 2024

Source: (1) Bloomberg. Data as of September 19, 2024.
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New Era of Fiscal Dominance

Following nearly 15 years of extraordinary monetary policy easing, we have entered a new post-
COVID period of higher structural deficits and fiscal policy dominance across advanced economies

globally.

General government cyclically-adjusted fiscal balance, percent of GDP

Pre-COVID Post-COVID

(06%) (05%) (06w (04K oo

(-2.3%) (-2.1%) (-2.0%)

(-2.5%) (-2.6%) (-2.4%)
(-2.4%) (-3.4%) 9
-3.9% (-2.9%)
. (-4.3%) (-42%) 3%
F2e) (-5.1%)
(-6.7%)
(-7.1%)
(-8.6%)
) (-10.8%)
(-11.0%)
2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025E

Source: (1) Apollo (Torsten Slok). IMF. Data based on fiscal year-based potential GDP. Data as of April 2024.
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ExpansionaryFiscal Policy is Not Bond MarketFriendly E=

For decades now, Washington has notbeen adequately focused on fiscal discipline, on eitherside
of the aisle. By virtue oftheirexpansionary fiscal policies, neitherthe Trump norBiden / Harris
Administrations have been bond market friendly. Looking ahead, the magnitude of expansionary
fiscal policy would likely be much largerin the “Republican sweep” scenario (White House, Senate
and House)thanitwould be under”givided Government,” whichisthe more likely scenario if Harris
winsthe Presidency.

Federal government deficit (or surplus), % of GDP

2.5%

Not Bond
Market Friendly

(-2.6%)

(-3.1%)

(-3.2%)
(-4.5%)
(-6.7%)

5% (-14.9%)

REAGAN BUSH CLINTON G.W.BUSH OBAMA TRUMP  BIDEN

(1981-89) (1989-93) (1993-2001) (2001-09) (2009-17) (2017-21)  (2021-24)

Source: (1) Congressional Budget Office. Long-Term Budget Outlook 2024 to 2054. Historical Data on federal Debt Held bythe Public. 2023 FY deficitis actual. 2024is CBO
forecastas of June 2024.
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Higher Structural Deficits Will be Hard to Reduce E=

Approximately 70% of US gov't spending is effectively “mandatory” insofaras Congress is “politically”
eitherunwillingorunabletoreduce. Thethree majorentitlement programs- Social Security,
Medicare and Medicaid - have become a “political 3rd rail” and accountfor 45% of total

outlays. Defense spending, which Congressis unlikely to reduce amidstheightened geopolitical risk,
accountsforan additional 15%. Intheyearsahead, netinterestexpense on gov'tdebtisexpected to
rise from 12% of total spendingto become the US government's largest individual outlay.

US federal budgetin fiscal year 2024, USD bn

—_

Net Interest

$635 bn
12% Social Security
$905
. . - i 17% o ~70% of spending:
~30% of spending: C;*; 4e8r Ng;%ﬁ;d Largely mandatory
Smaller discretionary b 13% . spending
buckets ° ~—  that Congressis
not easy to sufficiently either
cut path to debt Medicare unwilling or unable to
sustainability ) $888 reduce
Transp. 16% (entitlements, defense
?;0 Defense & netinterest)
Veteran $762
Benefits 14% _
Source: (1) Fiscal Data. US Treasury. __ $21;| bn |ncome
e e e s % oeauty
otherhealthcare related expenses. Data as el
ofApril 2024.

$448 bn Total outlays:
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Federal Debtto Reach 122% of GDP in 2034

Over the three years since COVID began, US Government debt/GDP increased from approximately
70% to nearly 100% today, a milestone previously not expectedto be reached fora decade. Current
CBO projections have US governmentdebt risingto 122% in 2034.

Federal debtheld by the public, % of GDP

2034:
122%

140%

1945:
120% 113%

100%

80%

60%

40%

20%

0%
1904 1914 1924 1934 1944 1954 1964 1974 1984 1994 2004 2014 2024 2034

Source: (1) Congressional Budget Office. Historical Data on federal debt held by the public. June 2024 10 Year Budget Projections.
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$11 Tn of UST Issuance Over the Next 12 Months

With over $9 trillion of maturities and nearly $2 trillion of deficits to finance in the yearahead, the US
Treasury will have to issue approximately $11 trillion of securities (1/3 of GDP) during a period of
economic and policy transition. Atthe sametime, the investor profile for USTs has shifted markedly in
recentyears. Domestic buyers now accountforapproximately 70% of UST purchases. Among foreign
buyers, private sector purchases currently outpace public sectordemand by a wide margin.

UST issuance over the next 12 months

Estimated US deficits - ~$1 .9 trillion

Impact of Fed QT I ~$300 billion

Total $11.4 trillion
(~1/3 of US GDP)

Source: (1) Bloomberg. Data as of August 14, 2024.
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US Treasury Market Structure

While foreign central bank purchases of US Treasuries have increased on an absolute basis overthe
last decade, theirrelative share oftoday’s over $26 trillion UST market has declined sharply since peak
Chinaand EM growthin 2014. Investmentfund purchases of USTs (pension funds, insurance funds,
money market funds) have increased notably since the Fed tightening cycle beganin March 2022.

UST market ownership UST market structure

BE= UST market size: $26.2trillion

Foreign ) Foreign ownership: $8 trillion (31%)
ownership: |
Domestic $8 trillion China ownership: $800 billion (3%)
. (o)
ownership: (31%) Issuance over next 12 months: $11 trillion
$14 trillion
(53%) Fed: Weighted avg maturity: 6 years
-Bi ing: 22%
(17%) T-Bills outstanding: 22%
Interest to total US gov spend: 12%
Total UST market: UST auction bid-cover ratios: 2.4 - 2.7x
$26.2 trillion

Source: (1) Federal Reserve. Dataforfiscalyear2023. Financial Accounts ofthe United States, L.210 Treasury Securities. US Government includes Federal, State & lo cal. Domestic
ownership isreal money, banks, and households.
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“Prosperity ripened the principle of decay;
the causes of destruction multiplied with the
extent of the conquest; and as soon as time

or accident had removed the artificial

supports, the stupendous imperial fabric
yielded to the pressure of its own weight.”

Edward Gibbons, English historian and scholarin his 6-volume

acclaimed work, The Decline and Fall of the Roman Empire
(published between 1776-1789)




Subdued Global Economic Recovery

As evidentin softercommodity prices, global economic growth has been subduedin 2024 led by a
decelerating US economy, China growth < 5%, and Europe and Japan growing < 1%.

2024 GDP growth, y/y

-
CANADA 0.9% L_.. UK 1.1%

EUROZONE 0.8%"
us 2.7% '

EGYPT 2 8%

MEXICO 1. 1%-'.-(

Y3 AL SN o

BRAZIL 3'O%r

ARGENTINA (-3.5%) " S, AFRICA 1.0% f

Source: (1) Oxford Economics. Data as of September 19, 2024.
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Probability of US Recession Over Next 12 Months

Bloomberg’'s most recent survey of 59 economists suggestsa broad range of views on US recession
risk overthe next 12 months. Notably, the 59 surveyed economists have an aggregate 30% median
probability of US recession overthe next 12 months, while 50 of 59 place the odds at or below 50%.

Probability of US recession over next 12 months

(Bloomberg survey of 59 economiists)

100%

80%

60%

40% Median: 30%

20%

0%

Probability of US recession over next 12 months
Jan 2023:
68%

Sep 2024:

30%

Jan 2022:
15%

Jan-2022 Sep-2024

Source: (1-2) Bloomberg. Data as of September 9, 2024. Recession pro bability forecasts from Bloomberg co ntributors.
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Curve Dis-Inversion Highlights Recession Fears

Solid US economicandinflation data have extended the period of USyield curve inversionto the
longestin 50 years, thereby rendering this historically reliable predictor of US recession timing less
accurate in the current economic cycle. Asthe Fed pivots to policy easing, and “hard landing” risk
increases, the curve has directionally dis-inverted overthe past 12 months.

2s10s UST yield curve

Curve Curve PRl

Inversion Dis-inversion / \ Sep 2024:
(directionally) (directionally) ,' 14 bps
0 /
Jul 2022:
(-1 bps)

September 4, 2024:

Dis-inversion

\ July 26, 2023:
-110

Jul-2022 Jul2023:  LastFed hike of Sep-2024
(-108 bps) currentcycle

Source: (1) Bloomberg. Data asof September 19, 2024.
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US “Hard Landing” Risk Still Premature

Due to a number of structuralfactors in the post-COVID economy, the impact of the Fed’s accelerated
tightening cycle hastaken longerto hitthe real economythanthe 12-18 monthsof historic cycles. While
numerous economic metricshave weakened in 2024, many ofthem remain quite resilient (inflation
declining rapidly, retail sales still robust, ISM services index in expansionary territory, unemployment
rate low by historic standards, elevated laborforce participation, positive “rea
Key economic metrics

|II

wage growth).

Dec2023 | Current Metric Dec2023  Current Change

Headline inflation (y/y) 3.4% 2.5% ‘ Easteunemployment 3.7% 4.2% f
Core inflation (y/y) 3.9% 3.2% ‘ Labor force o o t
participation SR s
UofM consumer 69.7 67.9 ‘
sentiment ‘ ' Wage growth 4.3% 3.8% ‘
US savings rate 3.6% 2.9% ‘ Monthly change in +290k +142k ‘
nonfarm payrolls
Retail sales (y/y) 5.5% 2.1% ‘ h H
§—mont avg. change +212k +116k ‘
Consumer loan o f in nonfarm payrolls
delinquencies 2l 2
Initial jobless claims 206k 228k f
. (3-month avg.)
ISM manufacturing index 47.1 47.2
JOLTS job openings 8.9 mn 7.7 mn ‘
ISM services index 50.5 51.5 f
Quits rate 2.2% 2.1% ‘
Burasle gk i) Sl 2o ‘ New home sales 654k 739k f
Estimated 2024 o f _
T R 5.5% 10.2% Existing home sales 3.88 mn 3.86mn '

Source: (1) Bloomberg. Fed. Data as of September 19, 2024. FactSet Eamings Insight(Sep 13,2024). S&P 500 eamings growth i s for CY 2024.
Asthe World Turns/SEP 2024/ page 64



“Soft Landing” in US Consumer Spending =S

The recent normalization in consumer spending growth from the COVID-era reflects a “cooling” in US
economic growth ratherthan a contraction. While lowerincome households are bearing the brunt of
a coolinglabormarket and “sticky” inflation, US consumer spendingis more dependenton middle
and upperincome households. The July retail sales data came in strongerthan expected ata

headline levelandthe underlying data points to continued resilience in most sectors and roughly 2%
annualized consumer spendingin Q3.

US retail salesy/y
20%

\\

10 year pre-COVID avg
(2010-2019):
4.3%

+2.1%yly

¢H¢
-5%

Jan-2010 Aug-2024

Source: (1) Bloomberg. Data asof September 19, 2024. FRED. Realretail sales are adjusted forinflation. Capital Economics “US Retail Sales (Sep.), Real consumption growth muted
as higherrates bite).”
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Markets Shift Focus from Inflation to Jobs

As US inflation has dropped precipitously from above 9% to below 3% in just two years, markets have
shifted theirfocusto softer US labor markets. Lookingat US economicand market datainamore
comprehensive andintegrated manner(i.e., GDP growth, retail sales, wage growth), we believe that

US labor markets are slowing, notstallin

In addition, a substantive portion ofthe s owdown has beén

from structurally‘ug ht post-COVID labor market conditions.
riven by supply side forces (i.e.,

immigration, people returning to the workforce), ratherthan weakeningdemandside dynamlcs.

US unemployment rate
12%
Jun 2020:

8%

Apr 2023:
3.4%
(54 Year Low)

4.2%
4%

(-7.6ppts) +0.8ppts

0%

Jun-2020 Aug-2024

Source: (1-3) Bloomberg. Data as of September 19,2 024.
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USD HY Market Not Pricing a US Recession

Looking back at historic US recession thresholds for numerous credit market metrics, today’s USD HY
marketis not pricing elevated US recession risk.

HY credit metrics

Historic Recent
recession threshold level

Recession signal

Metric

HY spreads > 800 bps 307 bps 0 Notyet
CCC spreads Sharp widening igjrizSiting 0 Notyet
(98 bps tighter YTD)

HY funding costs . Costs declining 0
(Yield) Sharply higher (yields 53 bps tighter YTD) Notyet

Negative on trailing Trending positive 0
HY total returns 12 month basis in 2024 (+7.5% YTD) Notyet
HY net leverage Sharp spike 3.6x 0 Notyet

(below historical median)
4.6% 0
O,

DRI > (5 (steady decline since Apr 2024) M CAPT:

Source: (1) Bloomberg. CreditSights. HY leverage metrics are as of Q1 2024. S&P Capital IQ Default, Transition and Recovery August 2024 report. Default rate isJune 2024 US
speculative grade corporate default rate. Data as of September 19,2 024.
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Q2 EarningsTilt Toward “Soft Landing” Narrative

As of September 6, with 99% of companies reporting, Q2 2024 earnings growth forthe S&P 500
stands at 11.3%, the highest quarterly growth numbersince Q4 2021, and the 4th consecutive quarter
of positive year-over-year earnings growth forthe index. 79% of companies reported a positive EPS
surprise (above 10 year average of 74%), while 60% reported a positive revenue surprise (belowthe
10 yearaverage of 64%). To date, the market has been rewarding positive earnings surprisesinline
with historicaverages, and punishing negative earnings surprises by more than average.

S&P 500 quarterly earnings growth, y/y

Earnings Earnings Earnings Earnings
Recession Recovery Recession Recovery
100%
80%
60%
40%
Q2 24
204 I 1.5%
0.8%
5 " — e . = e
-20%
-40%
Q1 Q1 Q1 Q1 Q1 Q2
2019 2020 2021 2022 2023 2024

Source: (1) FactSet, Eamings Insight Report (September 6, 2024). FactSet forecast. Q2 2024 eamnings growth rate of 11.3%is based on 99% of S&P 500 companies reporting actual
eamings results.
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“Nothing...is ever so expensive as what is
offered for free.”

Viet Thanh Nguyen, Vietnamese-born American author in his
Pulitzer Prize-winning novel, The Sympathizer (2016)




Over $6 Trillion of Global Corporate Cash

Corporates moved quickly (and impressively) after COVID to adjust business strategy to drive
stronger operating performance as well as to fortify balance sheets with historically low cost capital.

Global cash andshort-terminvestments on B= ys corporate cash balances, USD tn
companies’ balance sheets, USD tn ==
Post COVID period
[ | $7
$7 $6.6 $6.8 $6.5 $6.5
$6.2
VI - _ $6
$5 = Post COVID period
[ |
e - - - -. 54 $3.7
3.2 $3.5
$383
$3 %3 $2.
$2 — - - - -. A - - --
$1 $1 1IIIiIiIII :
$0 $0
2016 2024 2010 2024

Source: (1) S&P Global Market Intelligence, S&P Global Ratings. Data as of July 29, 2024. Refersto nonfinancial corporates rated by S&P Global Ratings globally. (2) Federal

Reserve. US corporate cash balance isnonfinancial corporate business foreign deposits, checkable deposits and currency, time and savings deposits, and money market funds.
2024 data through Q1.
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Over $120 Trillion of Global Equity Market Capitalization

Atover $120 trillionin size, global equity markets have risen considerably overthe last decade, and
provide formidable “acquisition currency” for deal-making activity.

Global equity market cap share, USD tn

Canada

$3.1

Other

Emerging
Markets
$15.5

@ Australia
$1.7

Other Developed Markets

Source: World Federation ofExchanges. Data is April 2024. UK is Statista.
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$11 Trillion USD Corporate Debt Markets

US Dollar corporate credit markets, the largestin the world, have more than doubledin size since the
Global Financial Crisis. In the first half of 2024, nearly 13% of IG issuance ($107 bn) proceeds were
directed toward M&A.

US credit market value outstanding, USD tn Total:
$12 Nearly $11 trillion

Lev loan:
$1.3tn
 HY:
$1.3tn
Total:
Over $5 trillion IG:
$8.3tn
$0
2010 2012 2014 2016 2018 2020 2022 2024

Source: (1) CreditSights. FactSet. ICE Data Indices. LLC. LFI. CFR. Data as of June 30, 2024.
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Over $13 Trillion of Private Capital Globally

Accordingto a recent study by McKinsey & Company, private market AUM has grown nearly 14% per
year since 2013 and totaled $13.1tnin 1H 2023. Private debt AUM has nearly doubled since 1H 2020
while Private Equity funds, which have held assets longerthan usual due to a more challenging exit
market, have increased AUM by over 80% in the same time period.

Private market assets under management, H1 2023, USD Billion
3,873 2,706 1,371 296 1,693 1 674 1,509

Restofworld 98 120 87 147
ﬁ

97
Asia 379(11%)
=
Europe 515 442

- -.
242
North
America , g
625

Buyout Venture Growth Other Private Real Infrastructure
capital debt estate and natural
| | resources
Private equity L Realassets

Source: (1) Prequin. McKinsey & Company, “Private markets: A slowerera” (March 2024). Figures may no sum precisely because of rounding. Otherincludesturnaround, private
investments in public equity, balanced, hybrid funds, and funds with unspecified strategy.
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Nearly $3 Trillion of Private Equity “Dry Powder”

Between 2021 and 2023, US Private Equity funds had theirthree strongest fundraising years on record.
The trend continuedin Q12024 as 63 PE fundsraised $77 bn in the first three months of the year. More
cautious investment strategies overthe same time period have driven PE dry powder to record levels.
Record “dry powder” is likely to be an important source of deal activity in the years ahead.

Global private equity dry powder, USD tn US VC dry powder, USD bn
$3 $350
$2.6
$0 $0
2023 2013 2023

2010

Source: (1) S&P Global Market Intelligence. Data for2 023 is YTD. Analysisincludes aggregate. (2) Pitchbook, “NVCA Venture Monitor- Q2 2024". Data as of December31,2023.
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Over $12 Trillion of Sovereign Wealth Funds

Seeking higherreturnsandincreased influence across international markets, global sovereign wealth
funds have become increasingly prominentin global M&A inrecentyears. The resource-rich GCC
funds have been notably active in cross-border M&A, while other SWFs have partnered with PE and
venture funds with increased frequency.

Top 10 global sovereign wealth funds by AUM Global sovereign wealth fund AUM, USD tn
L 7 . $13
i|= 1. Norway Gov't Pension Fund Global ~ $1,634 bn $12.0tn
2. ChinaInvestment Corporation $1,240bn
3. SAFE Investment Company $1,098 bn
: 4. Abu Dhabilnvestment Authority $993bn
5. Public Investment Fund $978bn
: 6. Kuwait Investment Authority $969bn
$4.3
7. GIC Private Limited $769bn
’ 8. Qatar Investment Authority $510bn
= 9. Investment Corporation of Dubai $360bn
$0
: 10. Mubadala Investment Company $302bn 2010 2024

Source: (1-2) Global SWF. AUM is assets under management. Data asofJune 2024.
Asthe World Turns/SEP 2024/ page 76



‘.!.“

EéONOMY& MARKETS
_“Early Inning
)f M&A Rec

Gadisar lake (Gadi Sagar),
Jaisalmer Rajasthan, India



“It's in vain to recall the past, unless
it works some influence upon the present.”

Charles Dickens, acclaimed English novelist in his
semi-autobiographical and classic work, David Coppertfield (1850)




2024 Volumes Rising Across Most Regions

Global M&A activityincreased 17%y/y in 2024 driven by outperformance in North America and
Europe. North American activity more than doubled any otherregion while European activity
increased nearly 30% y/y. Activityin Asia has lagged considerably, duein partto lowerinbound and

outbound activity from China.

Jan-Aug 2024 volume and y/y increase (based on target region)

Global
> - , $2.2tn

v
' (+17%y/y) A

- o8

Europe ""-'Q.Sk **
$509bn “ I" f{ %

$1 2tn 3 . (+27% y/y)A g 5
; % - ° :;. f 68bn
(+29%y/y)A - el "'& W g% y/y)
\# A

Asia Pacific
, } ' (ex.Japan)
(inc. Caribbean) / ‘ Middl.e East $365bn

$50bn 5 zgf;sn ) i (-15% y/y)

(+14% y/y)A
(+56%y/ly)A

Source: Cortex. Dealogic. 2024 YTD data isthrough August 31, 2024. Data as of September5, 2024. Include rank eligible M&A deals. Region is based on target. Asia Pacific
includes Australasia, Central Asia andthe Caucasus, India subcontinent, North Asia, SE Asia and India subcontinent.
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Synergies & Growth Driving Megadeal Resurgence

Thoughthetotal numberoftransactions has declinedin 2024, global deal volumes have risen on the

significantincrease in large M&A deals YTD. Globally,the numberof megadeals > $2 and $10 billion
haveincreased 29% and 17%, respectively.

Global M&A Megadeals (Jan-Aug 2023 & Jan-Aug 2024)

Megadeals > $2 billion Megadeals > $10 billion

211 18 +17% A
+29%

163 ’ ’

Jan-Aug Jan-Aug Jan-Aug Jan-Aug
2023 2024

2023 2024

Resurgent 2024 megadeal activity had been driven by large deals designed to
deliver both scale (synergies) and scope (growth) — not necessarily one or the other

Source: (1) Cortex. Dealogic. 2024 YTD data isthrough August 3 1, 2024. Data as of September5, 2024. Includes rank eligible, M&A deals. Greaterthan orequal to $2bn and $10bn.
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Resurgent “Scale & Scope” Megadeal Activity

Inthe 12 monthsthroughthe end ofthe August 2024, there have been 15 deals over $20 billionin
value. Ofthose transactions, allbut one involved a US acquiror ortarget, or both. “Scale
consolidation” deals dominated, with the energy sectoraccounting for5 of the 15 largest dealsin the
last 12 months. By contrast, large tech sector deals were more “growth oriented scope” transactions.

Acquiror Deal size

#= Exxon Mobil #== Pioneer Natural Resources  $68bn
2. Chevron = HessCorp $60bn
4. Existing Shareholders : GE Vernovalnc. $38bn
5. BE= Mars B= Kellanova $36 bn
6. E= Capital One B= Discover $35 bn
7. E Synopsys = Ansys $34 bn
8. EE= Cisco Systems = Splunk $30 bn
9. E Existing Shareholders B= Sirius XM Holdings $26 bn

= Diamondback Energy = Endeavor Energy Resources
11. B [ Smurfit Kappa Group E= \WestRock Co $23 bn
12. B B KKrR/ADIA/F2i SGR |} [ FiberCop SpA $23 bn
13. Existing Shareholders B= Veralto $23 bn

Marathon Oil

ConocoPhillips

Ll

15. Merck & Co ® Daiichi Sankyo Co $21 bn

Deal type
Strategic M&A
Strategic M&A

Spinoff
Strategic M&A
Strategic M&A
Strategic M&A
Strategic M&A
Spinoff

Strategic M&A
Strategic M&A

Sponsor
Spinoff
Strategic M&A
Strategic M&A

Industry
Energy
Energy
Energy
Consumer
Finance
Tech

Tech

Telecom

Paper & Pack.
Telecom

Tech

Healthcare

Source: (1) Cortex. Dealogic. Dataasof September5, 2024. Listed dealsinclude announced, active or completed deals but do es notinclude dealsthat have been declined. Deals

from September2 023 through August 2024.
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Key Drivers of Global M&A Recovery

Against a resilientthough volatile macro backdrop, the global M&A recoveryin 2024 has been driven by
both scale (synergies) and scope (growth-oriented) transactions.

Catalysts for 2024 deal activity

Macro & Market Drivers Corporate Strategy Drivers

Moderating inflation;
policy easing & declining rates

~
il

b4

Equity market & acquisition
currency strength

W Converging buyer / seller
1 valuation expectations

@, Abundant global capital;
Record PE dry powder ($2.6 tn)

é Resilience & depth of

|G financing markets
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Generate growth > organic
alternatives; shareholder activism

Strong, cash-rich
balance sheets

Access to technology, innovation
(digital, Al, automation)

Restructuring;
divesting non-core businesses

Capturing synergies; optimizing
business; diversification



Outsized US & European Market Share

M&A activity in North America and Europe accounted for 75% of total deal volumesin 2024 YTD.
European deal activity was the second largestregional category at 23%.

Breakdown of Global M&A Activity (Jan-Aug 2024)

North Asia
8%

LatAm

America Clacv e
52% 2%

SE Asia
3%

India Subc.
3%
3%
Source: (1) Cortex. Dealogic. 2024 YTD data isthrough August 3 1, 2024. Data as of September5, 2024. Includes rank eligible, M&A deals.
Asthe World Turns/SEP 2024/ page 83



Cross-Border Activity Below Trend

In 2023, global cross-border M&A declinedto $873 bn, its lowest level in a decade. In 2024 YTD,
cross-borderactivity is down (-1%) from 2023's below trend levels. A confluence of factors, including
lower global growth, more activist global regulatory regimes, andtrade barrier escalation may
continue to weigh on cross-bordertransactions.

Global cross-border M&A volumes, USD bn 5534 (-1%) $530

~
$1,600
2023:

YTD 2023 YTD 2024 Lowes
$1,200
$873
$800 $746
$400 I
$

l

activity in

a decade
2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023

o

Source: (1) Cortex. Dealogic. 2024 YTD data isthrough August 3 1, 2024. Data as of September5, 2024. Includes rank eligible, M&A deals.
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Tech Recaptures Historic Leadership Position in M&A

In 2023, US energy sector consolidation drove M&A activity. In 2024, the tech sector has recaptures its
historic leadership role in global M&A activity. An analysis by PwC found thatthere were eight Al -
influenced deals worth over $1 bn in justthe first four months of 2024 vs. eight dealsin the entirety of

2023. Lookingahead, technological innovation and integration will continue to be a key driver of
business strategy and acquisition activity.

Breakdown of global M&A activity, by sector (Jan-Aug 2024) Utility & Energy

ealthcare

Real estate
6%
Telecom

Oil & gas
8%
\ 4%

Transportation / Construction

3% Food & bev 4%
3%

Though technology remains the most scrutinized sector for global regulators, tech-driven M&A
has re-established itself at the forefront of the M&A recovery underway globally

Source: (1) Cortex. Dealogic. 2024 YTD data isthrough August 3 1, 2024. Data as of September5, 2024. Includes rank eligible, M&A deals.
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Appendix




2024 Global Economic Forecasts

The global economy is expected to grow at about 2.5% in 2024, well below its long term 3.5% average, with
the US the only G7 economy projected to grow above 2% in the year ahead.

GDP growth forecasts, y/y

Region/ country
North America
B= us

BB Mexico
B+ Canada
B8 Eurozone
Spain
France
Italy
Netherlands
Germany
Finland
Ireland
Other Europe
I Russia
Turkiye
Poland
Norway
Switzerland

Denmark
=t= UK

Czech Republic

Sweden

2023

2.5%
3.2%
1.3%
0.5%
2.5%
1.1%
1.0%
0.1%
(-0.1%)
(-1.2%)
(-5.7%)

3.7%
5.1%
0.1%
0.7%
0.7%
2.5%
0.1%
0.0%
(-0.1%)

2024E

2.7%
1.1%
0.9%
0.8%
2.8%
1.2%
0.8%
0.5%
0.0%
(-0.2%)
(-1.3%)

3.9%
2.7%
3.3%
1.8%
1.5%
1.6%
1.1%
1.0%
0.8%

Source: (1) Oxford Economics. Data as of September 19, 2024.
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Region/ country
APAC

i INdia

Indonesia

China

Singapore
South Korea

i Australia

New Zealand

® Japan
LatAm

Chile
Colombia

Brazil

Argentina

MENA

UAE

Sub-Saharan Africa
Egypt

Qatar

Oman

=8 Saudi Arabia

South Africa
Kuwait

2023
4.3%
7.8%
5.1%
5.3%
1.1%
1.4%
2.0%
0.8%
1.7%
1.9%
0.3%
0.6%
2.9%
(-1.6%)
2.0%
3.6%
3.3%
2.9%
1.1%
3.6%
(-0.8%)
0.7%
(-3.6%)

2024E
3.9%
6.8%
5.1%
4.8%
2.5%
2.4%
1.1%
0.6%
0.2%
1.6%
2.5%
1.9%
3.0%
(-3.5%)
2.3%
3.8%
3.3%
2.8%
2.0%
1.5%
1.4%
1.0%
0.5%

RADERERD ENDD GEERDENG



Global Currency Forecasts

. Spot
Currency pair (Sep 19) Q3 2024 Q4 2024 Q1 2025 Q2 2025

EUR/USD 1.1 A A B A

Usbh / JPY

AUD/ USD 0.68 0.68 0.68 0.70 0.71

USD/CAD 1.36 1.35 1.33 1.30 1.30
USD / SEK 10.20 10.27 10.36 10.09 9.91

USD / MXN 19.20 20.00 19.50 18.75 18.00

Source: (1) MUFG FX September2 024 Mo nthly Outlook. (Derek Halpenny). Bloomberg.
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MUFG Global Rates Forecasts

Q3 2024 Q4 2024 Q1 2025 Q2 2025

MUFG Consensus MUFG Consensus MUFG Consensus MUFG Consensus

Fed Funds 5.00% 5.00% 5.25% 4.25% 4.70% 3.75% 4.30% 3.25% 3.95%

2yr UST 3.60% 3.75% 3.83% 3.50% 3.82% 3.38% 3.66% 3.25% 3.52%

5yr UST 3.51% 3.88% 3.70% 3.75% 3.73% 3.63% 3.66% 3.50% 3.59%

10yrUST 3.74% 4.00% 3.83% 3.88% 3.87% 3.88% 3.84% 3.75% 3.79%

30 yr UST 4.07% 4.25% 4.09% 4.13% 4.09% 4.13% 4.05% 4.00% 4.00%

Source: (1) MUFG Global Macro Research (George Goncalves). Bloomberg. Dataasof September 19, 2024. Fed funds isupperbound.
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MUFG Commodities Forecasts

Q3 2024 Q4 2024 Q1 2025 Q2 2025

Spot
(Sep 1 9) MUFG Consensus MUFG Consensus MUFG Consensus MUFG Consensus

WTI $72 $77 $80 $79 $77 $75 $76 $76 $76

Brent $75 $82 $83 $84 $81 $80 $80 $81 $80

UéaNsat $2.31 $2.10 $2.32 $2.60 $2.98 $2.90 $3.38 $3.10 $3.25
Euro Nat
Gas €33 €34 €35 €38 €38 €31 €35 €28 €31

Source: (1) MUFG Commodities Research (Ehsan Khoman). Bloomberg. Data as of September 19, 2024.
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