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Global Macro: Renewed opportunity

Global macro has been the best performing hedge fund strategy over recent years.

Zoom in: For most of the last decade, near-zero interest rates and benign inflation created an
environment in which the asset classes typically associated with global macro, particularly
global fixed income, foreign exchange and commaodities experienced little volatility.

Len Lebov e This made it difficult for global macro managers to generate returns, paling in
Senior Alternative comparison to those generated prior to the Great Financial Crisis (GFC).
Investments Analyst

However, the global environment has become favorable for macro hedge funds.

e Global central banks are more active, inflation has been elevated and geopolitical risks
have risen, driving a recovery in performance.

Global macro annualized returns

Expect environment to remain
constructive for the strategy

Decade of near-zero interest 7.3%
rates and benign inflation

Jan 2000 - Dec 2009 Jan 2010 - Dec 2019 Jan 2020 - Dec 2022

Source: HFRI; HFRI Macro (Total) Index

Most importantly, global macro strategies can provide valuable diversification benefits
to portfolios, given the unique array of asset classes and investment methodologies used.

e Additionally, the current market environment should provide a performance tailwind.

Explore further:

On the following pages we expand on the opportunity for investment in global macro:

e Global macro explained e Current environment and outlook
e Manager styles e Dirivers of recent performance
e Asset classes e Value as a diversifier

Past performance does not guarantee future results.

T R U I ST -| |- Investment and insurance products: Wea Ith

* Are not FDIC or any other government agency insured
* Are not bank guaranteed
» May lose value




TRUIST

HH

The Micro on Macro
What is global macro investing?

Despite being one of the oldest hedge fund investment strategies, global macro can still be
somewhat difficult for investors to understand. Given its “go anywhere” approach, it has been
the preferred investment methodology of some of the world’s best known and most talented
money managers including George Soros, Louis Bacon and Paul Tudor Jones.

Although it can encompass virtually any asset class, its primary markets of focus are:

e Currencies

e Sovereign bonds
e Interestrates

e Commodities

e Equity indexes

One thing that many of these markets have in common is liquidity. Typical global macro asset
classes are some of the most liquid in the world as measured by daily trading volumes:

Daily trade volume
(rounded estimates)

$7.5 trillion

$700 billion $200 billion
| —
Global Currency Markets Global Bonds Global Stocks

Sources: SIFMA, BIS, Tradeweb, World Federation of Exchanges; as of 2021

This global canvas and ample liquidity allow managers to exploit their ideas—taking
advantage of price movements in both directions—via a variety of asset classes, and to quickly
pivot as circumstances and opportunities ebb and flow. In addition, macro investing often
employs an array of instruments that include cash, option, forward and futures contracts and
other sophisticated derivatives.

e These allow global macro managers to generate returns not only from directional price
movements but also from sources such as interest rate carry, a foreign currency
investment strategy in which one borrows from a country with low interest rates to
invest in another with high rates while managing the currency exchange rate risk
between the two.

e Also of note is volatility trading, through the use of various option and derivative
structures, and there are other sources as well.
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There are two primary types of global macro manager:

1. Discretionary managers

2. Commodity trading advisors, more commonly known as CTAs or managed futures
advisors.

Both trace their origins back to the late 1960s and early 1970s when global currency volumes
expanded significantly as the U.S. ended the dollar’'s peg to gold. This period also coincided
with the introduction of futures contracts on financial instruments as well as dramatic price
increases in commaodities, as inflation, particularly in the U.S., rose markedly. At the time,
both types of managers exploited those opportunities using different investment techniques
and continue to do so today.

Discretionary managers typically have a single portfolio manager or an investment team
which develops investment ideas from fundamental and quantitative research into areas that
may include macroeconomic statistics, governmental policies (both monetary and fiscal) and
technical price and trading flow data, amongst others.

e The portfolio manager or team then decides, for example, in which markets and with
what instruments it will implement those ideas and the size of the resulting positions.

Commodity trading advisors (CTAs), on the other hand, usually develop and employ a
quantitative and systematic investment methodology, and allow these “systems,” or what are
essentially computer algorithms, to decide:

e What to buy and sell
e When to buy and sell

e And the size of the positions

Once in place, the systems are generally allowed to operate with limited human intervention.

Breakdown of global macro assets under
management (AUM) and number of managers
(rounded estimates)

mCTAs mDiscretionary Macro

$460 billion

$350 billion

AUM Number of managers
Sources: IASG, HF Journal, Abbey Capital, BarclayHedge; as of 2022
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A renaissance?

Like with most actively managed investment strategies, changes, or volatility, in the level of
prices and other metrics are critical to performance of global macro managers on both an
absolute and relative basis.

e However, in the last decade or so, bookmarked by both the 2008 Global Financial
Crisis (the “GFC”) and 2020 COVID pandemic, the world’s central banks kept interest
rates at or near zero in an effort to support economic activity. They were able to do so
as inflation remained subdued in the developed world.

These two factors: zero interest rates and benign inflation, created an environment in which
many of the asset classes associated with global macro — including currencies, fixed-income
and commodities — experienced little change. The one exception was equities, as extremely
low interest rates increased the value of a company’s future cash flows leading to ever rising
stock prices with hardly any pullback.

o During this period, it should not be surprising that global macro managers as a group
struggled to perform. And while managers were able to generate positive returns, these
still paled in comparison to those generated in the years prior to the GFC.

Global macro annualized returns
7.6%

1.2%
I

Jan 2000 - Dec 2009 Jan 2010 - Dec 2019
Source: HFRI Macro (Total) Index

Today, the environment has changed dramatically. Price inflation, which began with
commodity price increases as the world emerged from COVID, quickly got the attention of the
world’s central banks which began raising interest rates aggressively, albeit at different times
and in different levels of magnitude, to combat it.

e These rate changes have spillover effects, impacting foreign exchange relationships,
the shape of yield curves and the prices of bonds and commaodities.

e Perhaps most importantly, they’ve raised the level of volatility across virtually all asset
classes as shown in this chart of the MOVE Index, a measure of bond market volatility:

MOVE index at levels not seen since 2009
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Source: Bloomberg
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As a result, global macro managers have taken advantage of these opportunities:

Global macro annualized returns

Favorable environment for
macro managers has emerged

7.3%

Decade of near-zero interest
rates and benign inflation

Jan 2000 - Dec 2009 Jan 2010 - Dec 2019 Jan 2020 - Dec 2022

Source: HFRI; HFRI Macro (Total) Index

Global macro’s role in a well-diversified portfolio

The value of diversification is a well-established tenet of financial theory and, as a result,
investors seek out stocks, bonds, real estate and private equity, as well as other asset
classes, to construct their portfolios.

e  Global macro strategies are unique in this regard as they provide investors an
opportunity to gain exposure to a variety of investment strategies and asset classes that
would be difficult to achieve through traditional investment vehicles.

¢ Additionally, global macro managers ability to position in ways to take advantage of
positive as well as negative price movements, and to use a broad range of instruments
further enhances the diversification they can provide.

The value of global macro managers as diversifiers can be quantified via an analysis of
their historic correlation to equities and fixed-income.

e Correlaton is a statistic that measures the degree to which two assets or, more
specifically, their return streams move in relation to one another. A correlation of one
indicates that the two move in lockstep, while a correlation of zero means that they
move independently.

e When seeking diversification, investors have been well-served by adding investments
to a portfolio where the correlation to the existing investments is below 0.50 and, ideally,
closer to zero. Over the last 25 years, global macro managers have had only a 0.24
correlation to stocks and 0.06 to bonds, making them valuable diversifiers:

Global macro correlations to stocks & bonds
(Jan 1998 - Dec 2022)

0.24
|
Stocks Bonds

Source: HFRI Macro (Total) Index, S&P 500 Index, Bloomberg Barclays US
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In addition, the components of these modest correlations have been quite favorable as
measured by upside and downside capture ratios.

e Aninvestment’s upside and downside capture ratios measure how much an investment
tends to make or lose when another market, such as stocks or bonds, goes up or down.

e In the case of stocks, macro managers have tended to make approximately five times
more when stocks have gone up than they have lost when stocks have gone down.

e When compared to bonds, global macro managers have tended to make money
regardless of whether prices have risen or fallen.

Global macro capture ratios
(Jan 1998-Dec 2022)

mUp mDown

0.63

A negative down capture to
bonds suggests that

0.22 managers have tended to
) make money even when
bonds were losing money.
0.02 ‘/
Stocks Bonds

Source: HFRI Macro (Total) Index, S&P 500 Index, Bloomberg Barclays US Aggregate Bond Index

It is also insightful to note how correlations to stocks and bonds have varied historically. As
seen in the chart below, the diversification value of global macro has asserted itself when
investors have needed it most, with correlations falling to stocks and rising to bonds during

e The 2000-2002 “Tech Wreck”
e The 2008-2009 Global Financial Crisis

More recently, correlations have fallen to both stocks and bonds, a helpful development when
both stocks and bonds have lost money.

Macro hedge funds' correlation to stocks & bonds
(Dec 1998 - Dec 2022)
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Source: HFRI Macro (Total) Index, S&P 500 Index, Bloomberg Barclays US Aggregate Bond Index;
based on three-year rolling windows
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Recent performance and outlook

The recent robust opportunity set has led to solid performance from global macro
managers in 2022 as measured by the HFRI Macro (Total) Index which gained 9% for the
year. Managers have made money short fixed-income and equities and long the U.S. dollar
(against a variety of currencies) and commodities.

Looking ahead, the environment remains favorable as the expected persistence of
central bank policies, inflation, geopolitical tensions and their downstream effects will continue
to drive levels of elevated volatility and directional market movements from which skilled
global macro managers should continue to benefit.

Final thoughts

Properly accredited investors should carefully consider the potential of global macro
strategies in their portfolios. As in most hedge fund investing, global macro manager
selection and monitoring are critical to successful outcomes when allocating to this strategy. It
also may come as no surprise that capacity may be difficult to come by, particularly with the
managers who have consistently performed at the top of their peer group.

When investing in hedge funds, investors should remain aware of the inherent risks, including
the use of leverage which can exacerbate losses, the potential illiquidity of underlying
positions particularly during periods of market stress and the inability of an investor to quickly
convert a hedge fund investment to cash due to fund redemption terms to name a few.

Aside from the performance tailwind a particular market environment may provide, global
macro’s unique array of asset classes and investment methodologies can provide valuable
diversification to not only traditional assets but also to other hedge fund strategies as well.

Thus it should be considered as a core holding as part of a well-diversifed hedge fund
portfolio. As has been seen historically, this diversification has been particularly helpful
during periods of market stress, elevated volatility and increased central bank activity
including the years 2000-2002, 2008-2009 and the recent period beginning in 2020.

Wealth



Index and statistic definitions

The MOVE Index — Merrill Lynch Option Volatility Estimate is a well-recognized measure of U.S. interest rate volatility that tracks the movement in U.S.
Treasury yield volatility implied by current prices of one-month over-the-counter options on 2-year, 5-year, 10-year and 30-year Treasuries.

Stocks performance represented by the S&P 500 Total Return Index - a stock market index that measures the stock performance of 500 large
companies listed on stock exchanges in the United States and assumes that dividends received from each company are invested back into that
company'’s stock.

Bonds performance represented by the Bloomberg Barclays US Aggregate Bond Index - the broadest measure of the taxable US bond market, including
most Treasury, agency, corporate, mortgage-backed, asset-backed, and international dollar-denominated issues, all with investment-grade ratings (rated
Baa3 or above by Moody’s) and maturities of one year or more.

Macro Hedge Fund performance represented by the HFRI Macro (Total) Index — an index that reflects the performance of a subset of investment
managers which trade a broad range of strategies in which the investment process is predicated on movements in underlying economic variables and
the impact these have on equity, fixed income, hard currency and commodity markets. Managers employ a variety of techniques, both discretionary and
systematic analysis, combinations of top down and bottom up theses, quantitative and fundamental approaches and long and short term holding periods.

An investment cannot be made directly into an index.

Correlation — a measure of the degree to which two return streams move in relation to each other. Correlations have a value that must fall between -1.0
and +1.0

Downside Capture Ratio - a measure of a portfolio’s performance relative to another asset class when that asset class is losing money. The Downside
Capture Ratio is calculated by dividing the return of the portfolio during the down-market periods by the return of the market during those same periods.

Upside Capture Ratio - a measure of a portfolio’s performance relative to another asset class when that asset class is making money. The Upside
Capture Ratio is calculated by dividing the return of the portfolio during the up-market periods by the return of the market during those same periods.

Sources

SIFMA — Securities Industry and Financial Markets Association is a United States industry trade group representing securities firms, banks, and asset
management companies.

BIS - The Bank for International Settlements (BIS) is an international financial institution[2] owned by central banks that "fosters international monetary
and financial cooperation and serves as a bank for central banks."

IASG - a provider of advisory services and investment tools to the alternative investments industry.

HF Journal - The Hedge Fund Journal is a monthly magazine focusing on the global hedge fund industry.

Abbey Capital - an alternative investment fund manager that specializes in managed futures.

HFRI — is a provider of hedge fund index information. It delivers more than 200 indices for hedge fund benchmarking and performance measurement.
BarclayHedge — is a provider of alternative investment data and indices.

Tradeweb — offers institutional, wholesale and retail market participants advance technology and platforms to price discovery, order execution and trade
workflows.

World Federation of Exchanges — a global industry group for more than 250 exchanges and clearinghouses around the world.
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Disclosures

Hedge fund investing involves substantial risks and may not be suitable for all
clients. Hedge funds are intended for sophisticated investors who can bear the
economic risks involved. Hedge funds may engage in leveraging and speculative
investment practices that may increase the risk of investment loss, can be illiquid,
and are not required to provide periodic pricing or valuation information to investors.
Hedge funds may involve complex tax structures, have delays in distributing tax
information, are not subject to the same regulatory requirements as mutual funds
and often charge higher fees. Past performance is not indicative of future returns.
Any investment entails some, and often a significant, risk of loss. Any performance
comparisons to any benchmark or index may not be a meaningful comparison. This
is not a recommendation to buy or sell investments (including in any particular
security or asset class) or to use any particular strategy

Truist Wealth is a name used by Truist Financial Corporation. Banking products
and services, including loans, deposit accounts, trust and investment management
services provided by Truist Bank, Member FDIC. Securities, brokerage accounts,
insurance/annuities offered by Truist Investment Services, Inc. member FINRA,
SIPC, and a licensed insurance agency where applicable. Life insurance products
offered by referral to Truist Insurance Holdings, Inc. and affiliates. Investment
advisory services offered by Truist Advisory Services, Inc., Sterling Capital
Management, LLC, and affiliated SEC registered investment advisers. Sterling
Capital Funds advised by Sterling Capital Management, LLC.

GFO Advisory Services, LLC is a SEC registered investment adviser that provides
investment advisory services to a group of private investment funds and other non-
investment advisory services to affiliates. Truist Financial Corporation and its
affiliates and the directors, officers, employees and agents of Truist are not
permitted to give legal or tax advice. Clients of Truist should consult with their legal
and tax advisors prior to entering into any financial transaction.

While this information is believed to be accurate, Truist Financial Corporation,
including its affiliates, does not guarantee the accuracy, completeness or timeliness
of, or otherwise endorse these analyses or market data.

The opinions and information contained herein have been obtained or derived from
sources believed to be reliable, but Truist Investment Services, Inc. (TIS) makes no
representation or guarantee as to their timeliness, accuracy or completeness or for
their fitness for any particular purpose. The information contained herein does not
purport to be a complete analysis of any security, company, or industry involved.
This material is not to be construed as an offer to sell or a solicitation of an offer to
buy any security.

Opinions and information expressed herein are subject to change without notice.
TIS and/or its affiliates, including your Advisor, may have issued materials that are
inconsistent with or may reach different conclusions than those represented in this
commentary, and all opinions and information are believed to be reflective of
judgments and opinions as of the date that material was originally published. TIS is
under no obligation to ensure that other materials are brought to the attention of
any recipient of this commentary.

The information and material presented in this commentary are for general
information only and do not specifically address individual investment objectives,
financial situations or the particular needs of any specific person who may receive
this commentary. Investing in any security or investment strategies discussed
herein may not be suitable for you, and you may want to consult a financial advisor.
Nothing in this material constitutes individual investment, legal or tax advice.
Investments involve risk and an investor may incur either profits or losses. Past
performance should not be taken as an indication or guarantee of future
performance. TIS/TAS shall accept no liability for any loss arising from the use of
this material, nor shall TIS/TAS treat any recipient of this material as a customer or
client simply by virtue of the receipt of this material.

The information herein is for persons residing in the United States of America only
and is not intended for any person in any other jurisdiction. Investors may be
prohibited in certain states from purchasing some over-the-counter securities
mentioned herein.

The information contained in this material is produced and copyrighted by Truist
Financial Corporation, and any unauthorized use, duplication, redistribution or
disclosure is prohibited by law. TIS/TAS’s officers, employees, agents and/or
affiliates may have positions in securities, options, rights, or warrants mentioned or
discussed in this material.

Truist Financial Corporation and its affiliates do not accept fiduciary responsibility
for all banking and investment account types offered. Please consult with your
Truist Wealth representative to determine whether Truist and its affiliates have
agreed to accept fiduciary responsibility for your account(s) and if you have
completed the documentation necessary to establish a fiduciary relationship with
Truist or an affiliate. Additional information regarding account types subject to DOL
and important disclosures may be found at www.suntrust.com\investmentinfo.
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Regular investing does not assure a profit or protect against a loss in declining
markets. Dollar Cost Averaging involves continuous investments in securities
regardless of fluctuating price levels. Investors should consider their financial ability
to continue purchases through periods of low price levels.

Asset Allocation does not assure a profit or protect against loss in declining
financial markets. Past performance is not an indication of future results. Hedge
funds may involve a high degree of risk, often engage in leveraging and other
speculative investment practices that may increase the risk of investment loss, can
be highly illiquid, are not required to provide periodic pricing or valuation information
to investors, may involve complex tax structures and delays in distributing important
tax information, are not subject to the same regulatory requirements as mutual
funds often charge high fees which may offset any trading profits, and in many
cases the underlying investments are not transparent and are known only to the
investment manager.

Managed Futures and commodity investing involve a high degree of risk and are
not suitable for all investors. Investors could lose a substantial amount of money in
a very short period of time. The amount you may lose is potentially unlimited and
can exceed the amount you originally deposit with your broker. This is because
trading security futures is highly leveraged, with a relatively small amount of money
controlling assets having a much greater value. Investors who are uncomfortable
with this level of risk should not trade managed futures or commaodities.

All figures are estimated based on the most recent information provided by
underlying fund managers, and are subject to change unless otherwise noted, and
performance is net of all applicable fees and expenses. 2022 figures are unaudited
and subject to change upon final audit. Please note that only annual performance
(prior to 2022) is audited. 2022 monthly numbers are unaudited and subject to
change. All figures reflect the reinvestment of dividends and other earnings, where
applicable. Returns represent the performance of Day-1, regular-fee, new-issue
eligible investors in the Fund. Individual performance may differ based upon
contribution dates, fee structure, and new issue eligibility. Past performance is not
necessarily indicative of future returns.

These tables show the hypothetical value of the combined annualized total returns
for this strategy compared to selected benchmarks. These results do not reflect
actual trading in any client account, are not indicative of the results achieved by any
client, and are presented for informational purposes only. General assumptions
include: Truist Financial Corporation would have been able to purchase the
securities recommended by the model and the markets were sufficiently liquid to
permit all trading. Changes in these assumptions may have a material impact on
the hypothetical returns presented. Certain assumptions have been made for
modeling purposes and are unlikely to be realized. No representations and
warranties are made as to the reasonableness of the assumptions. Hypothetical
performance has inherent limitations. Specifically, hypothetical results do not reflect
the effect of material economic and market factors on the decision-making process.
Since trades have not actually been executed, results may have under- or over-
compensated for the impact, if any, of certain market factors, such as lack of
liquidity, and may not reflect the impact that certain economic or market factors may
have had on the decision-making process. Actual performance may differ
significantly from hypothetical performance. Hypothetical results are adjusted to
reflect the reinvestment of dividends and other income and, except where otherwise
indicated, are presented gross-of fees.

Performance is calculated using share classes used in accounts of clients of Truist
Wealth. Other affiliates may use different share classes, which could affect
performance.

This material may be provided for one-on-one presentations only. Returns reflect
the deduction of management fees or other fees that may reduce actual returns.
Past performance is not an indication of future results. Itis not our intention to
state, indicate, or imply in any manner that these results are indicative of current or
future expectations.

©2023 Truist Financial Corporation. Truist®, the Truist logo, and Truist purple are
service marks of Truist Financial Corporation. All rights reserved.
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