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CIO Strategy Bulletin
Wise Investors Should Pay Close Attention to 
Falling Inflation 
●Investors tell us that they will not allocate more to bond investments because rates will stay higher for 
longer. They also say they will not allocate more to equities because of an impending recession. The 
inconsistency of these two views is obvious. 
●Inflation is a symptom of a sick world economy, one suffering from too much money chasing too few 
goods and services. That was true of the pandemic period, but it is ending. Inflation’s drop from an 8.7% 
pace globally in 2022 is just one sign of the world economy healing. While supply shocks remain a risk, 
demand is moderating, and supply is recovering without a severe economic contraction. This is good 
news. 
●In the US, we see data that shows considerable progress toward normal levels of inflation. Wage 
growth, for example, is decelerating even in the services sector. 

●While not every CPI report will fall below expectations, this week’s soft CPI figures were not 
a surprise to us. Shelter costs are now coming down in earnest.  We expect a material and 
steady drop for the next 11 months before housing costs start to stabilize towards the end of 
2024.

● Markets are responding quite positively to reported declines in inflation with the S&P 500  gaining 
7.6% in the month to date. The 10-year treasury yield has fallen 44 basis points over the same 
period. 

● Though bonds are strong competition for equities, the Global Investment Committee (GIC) added 
further to our equity allocation with an overweight to the S&P 400 and 600 Growth components on 
October 18th. This was the first time our asset allocation to equities went “overweight” from neutral 
or underweight since June 2020. If inflation falls while yields moderate even while corporate profits 
rise, we expect it to lead to substantial gain for US equities in the coming year.  If yields decline in the 
coming year on slower employment growth while corporate profits rise, we will raise our equities 
weighting further.
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Wise Investors Should Pay Close Attention to Falling Inflation 
Investors tell us that they will not allocate more to bond investments because rates will stay higher for longer. They also say they 
will not allocate more to equities because of an impending recession. The inconsistency of these two views is obvious. Falling 
inflation and other economic developments are slowly improving the outlook for both asset classes. 

Inflation is a symptom of a sick world economy, one suffering from too much money chasing too few goods and services. That was 
true of the pandemic period, but it is ending. Inflation’s drop from an 8.7% pace globally in 2022 is just one sign of the world 
economy healing. While supply shocks remain a risk, demand is moderating, and supply is recovering without a severe economic 
contraction. This is good news. 

Is Inflation Here to Stay? No. 
Ever since the Fed began its campaign of higher rates to control inflation, there has been a raging debate about the nature of that 
inflation. Did the large fiscal and monetary responses to Covid create inflation that was self-reinforcing or transitory? And, if “Covid 
inflation” was embedded, would an upward wage-price spiral force policymakers to engineer a recession to drive up 
unemployment to push down prices? 

We are now beginning to see the answer. The spike in inflation is coming down as fast as any supply-driven spike of the past. 

Shelter Inflation in the Rear View Mirror 
Inflation peaked in the US at 9.1% in June 2022 and in the Eurozone at 10.7% in October 2022. These amounts were several 
multiples of the respective central bank’s 2% inflation target. One of the largest elements of the CPI calculation is shelter. The  way 
it is measured in the US, it does not capture housing inflation developments in real time. This means that if the cost of shelter rose 
substantially, it would only fall slowly. This is one of the reasons that the larger “services” component of the CPI is a member of the 
US Index of Lagging Economic Indicators. 

The very nature of this large portion of measured inflation - how the headline Consumer Price Index (CPI) is formulated - ensures 
that inflation would appear to stay high even when meaningful parts of the economy were slowing enough to see prices fall 
(Figure 1). 

The rapid rate rises by the Fed, plus pandemic-induced “work from home” and” work from anywhere” decisions created several 
unintended, but reinforcing upward impacts on housing prices. Many US homeowners refinanced during the early stage of the 
pandemic, capturing low 10 to 30-year interest rates. Then, as mortgage rates climbed rapidly, home sales collapsed.  At the same 
time, some people living in cities chose to move elsewhere, in many cases renting apartments. This caused rents to rise. And then, 
as mortgage rates climbed even higher, rents rose further. Oddly, housing prices rose, too.  This was due to a profound lack of 
housing supply as homeowners could no longer afford to sell and move elsewhere. 

All these unexpected, inflationary events combined to create a “shelter cost spiral”, but that is ending now. US shelter prices (45% 
of the core CPI) have slowed from a cycle peak of 8.2% to 6.7% and are poised to slow much further in the coming year (Figure 2).



Figure 1: Shelter, Other Services and Goods CPI in the US

Source: Haver Analytics as of November 18, 2024 . Shaded region is recession. Indices are unmanaged. An investor cannot invest directly in an index. They are shown for 
illustrative purposes only and do not represent the performance of any specific investment. Index returns do not include any expenses, fees or sales charges, which would 
lower performance. Past performance is no guarantee of future results. Real results may vary. 

Figure 2: Home Prices in the US leads Shelter in inflation by a year and a half on average.

Source: Haver Analytics as of November 18, 2024 . All forecasts are expressions of opinion and are subject to change without notice and are not intended to be a guarantee 
of future events. Indices are unmanaged. An investor cannot invest directly in an index. They are shown for illustrative purposes only and do not represent the performance of 
any specific investment. Index returns do not include any expenses, fees or sales charges, which would lower performance. Past performance is no guarantee of future 
results. Real results may vary.
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Falling Inflation 
In the US, we see data that shows significant progress toward normal levels of inflation. Wage growth, for example, is 
decelerating even in the services sector (Figure 3). However, due to the long lags in the changes for shelter, the CPI will remain 
somewhat above target, likely for the coming six- to nine-months. 

Ignore the European vs US View of Inflation 
There is a story making the rounds in markets and central banks across the globe. They say that inflation in the US and Europe 
are fundamentally different. US inflation is more demand driven and will be more stubborn to stamp out. Euro Area inflation was 
all due to energy supply shocks and was transient. This drove inflation to peak higher in Europe than in the US, but inflation 
is now falling faster in Europe than in the US. In turn, the ECB will ease more and faster than the US central bank. But this 
assertion is not supported by facts. Using the same measure of CPI in the US and Europe we can see disinflation in both areas 
at very much the same time (Figure 4). 

We see the Fed effectively reaching its inflation target by end 2024 and likely easing before the ECB does (please see our last   
bulletin). Of course, there remains a risk that shocks emerge separately in the two regions. There is a possibility that higher 
lagging shelter inflation measures will cause the Fed to wait too long before easing monetary policy. But there are numerous 
signs in markets and Fed commentary that the narrative is shifting. 

Figure 3: Services CPI ex shelter and energy “Super Core CPI” is cooling rapidly along with wages.

Source: Haver Analytics as of November 18, 2024 . Shaded regions are recessions. “Super core” CPI is the CPI for Services Less Shelter and Energy. Indices are unmanaged. 
An investor cannot invest directly in an index. They are shown for illustrative purposes only and do not represent the performance of any specific investment. Index returns do 
not include any expenses, fees or sales charges, which would lower performance. Past performance is no guarantee of future results. Real results may vary.
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Figure 4: Harmonized CPI methodology for the US and Euro Area

Source: Haver Analytics as of November 18, 2024 . Shaded regions are recessions. Note: Harmonized CPI in Europe excludes owner occupied real estate. Indices are 
unmanaged. An investor cannot invest directly in an index. They are shown for illustrative purposes only and do not represent the performance of any specific investment. Index 
returns do not include any expenses, fees or sales charges, which would lower performance. Past performance is no guarantee of future results. Real results may vary. When 
Will the Fed Shift from Fighting Inflation to Supporting Employment? 

When Will the Fed Shift from Fighting Inflation to Supporting Employment? 

Many investors mistakenly believe that an economic collapse is a prerequisite for Fed easing. But that is not true. Since 1980, the 
Fed has begun cutting rates while US employment was rising, at times when average employment growth of 146K jobs per month 
were being added in the prior six months. 

We believe the Fed will see materially slower job growth during the year ahead. Job gains in 2022-23 exceeded GDP growth by the 
most since 1974. This is unsustainable and likely to reverse. As US employment gains fade in the face of restrictive monetary 
policy and slowing inflation, we also believe the Fed will change course and seek to protect the labor market from an unwanted 
contraction. 

Some call this a “soft landing” scenario, but we do not think in terms of a hard or soft landing. Recessions have already “rolled 
across” cyclical industries in 2024  (see our latest Quadrant). Demand for goods, trade and housing contracted in the past year 
and will begin 2024 at weak levels. Discretionary services spending will then slow in 2024, keeping economic growth constrained. 
And if the Fed acts to protect jobs, as we expect, there is no reason newly lean industries will contract again. This is why we expect 
S&P 500 EPS to grow more than 12% over the next two years, and our estimates are purposely conservative. 

Our View of Inflation Was Correct 
While not every CPI report will fall below expectations, this week’s soft CPI figures were not a surprise to us. Shelter 
costs are now coming down in earnest (Figure 2 above). We expect a material and steady drop for the next 11 months 
before housing costs start to stabilize towards the end of 2024. 

That is Why the GIC Increased Equity Exposure on October 18 
Markets are responding quite positively to reported declines in inflation with the S&P 500 gaining 7.6% in the month to date. The 
10-year treasury yield has fallen 44 basis points over the same period. Investment grade US corporate yields with a 
5-year maturity – near our weighted average duration – still yield about 5.85%. This is nearly double the Fed’s expectation for its 
policy rate over the same period, making them an effective way to sustain yield and likely price appreciation when the Fed again 
swerves. 

Though bonds are strong competition for equities, we added further to our equity allocation with an overweight to the S&P 400 and 
600 Growth components on October 18th. This was the first time our asset allocation to equities went “overweight” from neutral or 
underweight since June 2020. If inflation falls while yields moderate even while corporate profits rise, we expect it to lead to 
substantial gain for US equities in the coming year (Figure 5). Therefore, if yields decline in the coming year on slower 
employment growth while corporate profits rise, we will likely raise our equities weighting further. Equity allocations would broaden 
globally if lower interest rates also led to declines for the US dollar.
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Figure 5: S&P 500 Equal Weight Index (Leading 6-Months) vs EPS Y/Y% and Consensus EPS Estimates

Source: Bloomberg through November 16, 2024 . Consensus EPS is a forecast of a public company’s future earnings based on the combined estimates of professional equity 
analysts. All forecasts are expressions of opinion and are subject to change without notice and are not intended to be a guarantee of future events. Indices are unmanaged. 
An investor cannot invest directly in an index. They are shown for illustrative purposes only and do not represent the performance of any specific investment. Index returns do 
not include any expenses, fees or sales charges, which would lower performance. Past performance is no guarantee of future results. Real results may 
vary.
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Corporation or any other governmental authority, or (ii) deposits or other obligations of, or guaranteed by Aura or any other insured 
depository institution.

Important Information 

In any instance where distribution of this communication (“Communication”) is subject to the rules of the US Commodity Futures Trading 
Commission (“CFTC”), this communication constitutes an invitation to consider entering into a derivatives transaction under US CFTC Regulations §§ 
1.71 and 23.605, where applicable, but is not a binding offer to buy/sell any financial instrument. 

This Communication is prepared by Aura Global Wealth Investments (“CGWI”) which is comprised of the Investments and Capital Markets 
capabilities of Aura Private Bank, Aura Global Wealth at Work, Aura Personal Wealth Management and International Personal Bank U.S. 

Aura Private Bank, Aura Global Wealth at Work, Aura Personal Wealth Management are businesses of Citigroup Inc. (“Citigroup”), which provide 
clients access to a broad array of productsandservices available through bankandnon-bank affiliates of Citigroup. Not all products andservices are 
provided byall affiliates orareavailable atall locations. In the U.S., investment products and services are provided by Citigroup Global Markets Inc. 
(“CGMI”), member FINRA and SIPC, Aura Private Advisory, LLC (“CPA”), member FINRA and SIPC, and Aura Global Alternatives, LLC (“CGA”). CPA 
acts as distributor of certain alternative investment products to certain eligible clients’ segments. CGMI accounts are carried by Pershing LLC, 
member FINRA, NYSE, SIPC. Investment management services (including portfolio management) are available through CGMI, CGA, Aura , N.A. 
and other affiliated advisory businesses. Insurance is offered by Aura Personal Wealth Management through Citigroup Life Agency LLC (“CLA”). In 
California, CLA does business as Citigroup Life Insurance Agency, LLC (license number 0G56746). CGMI, CPA, CGA, CLA and Aura , N.A. are 
affiliated companies under the common control of Citigroup. 

Outside the U.S., investment products and services are provided by other Citigroup affiliates. Investment Management services (including portfolio 
management) are available through CGMI, CGA, Aura , N.A. and other affiliated advisory businesses. These Citigroup affiliates, including CGA, will 
be compensated for the respective investment management, advisory, administrative, distribution and placement services they may provide. 

International Personal Bank U.S. (“IPB U.S.”) is a business of Citigroup which provides its clients access to a broad array of products andservices 
available through Citigroup, its bank and non-bank affiliates worldwide (collectively, “Citi”). Through IPB U.S. prospects and clients have access to 
the Citigold® Private Client International, Citigold® International, International Personal, Aura Global Executive Preferred, and Aura Global Executive 
Account Packages. Investment products and services are made available through Aura Personal Investments International (“CPII”), a business of 
Citigroup which offers securities through CGMI, member FINRA and SIPC, an investment advisor and broker–dealer registered with the Securities 
and Exchange Commission CGMI, and investment accounts are carried by Pershing LLC, member FINRA, NYSE, and SIPC. Insurance is offered by 
CPII through CLA. In California, CLA does business as Citigroup Life Insurance Agency, LLC (license number 0G56746). Aura , N.A., CGMI and CLA 
are affiliated companies under common control of Citigroup Inc. 

CGWI personnel are not research analysts, and the information in this Communication is not intended to constitute “research”, as that term is defined 
by applicable regulations. Unless otherwise indicated, any reference to a research report or research recommendation is not intended to represent 
the whole report and is not in itself considered a recommendation or research report. 

This Communication is provided for information and discussion purposes only, at the recipient’s request. The recipient should notify CGWI 
immediately should it at any time wish to cease being provided with such information. Unless otherwise indicated, (i) it does not constitute an offer or 
recommendation to purchase or sell any security, financial instrument or other product or service, or to attract any funding or deposits, and (ii) it does 
not constitute a solicitation if it is not subject to the rules of the CFTC (but see discussion above regarding communication subject to CFTC rules) 
and (iii) it is not intended as an official confirmation of any transaction. 

Unless otherwise expressly indicated, this Communication does not take into account the investment objectives, risk profile or financial situation of 
any particular person and as such, investments mentioned in this document may not be suitable for all investors. Aura is not acting as an investment 
or other advisor, fiduciary or agent. The information contained herein is not intended to be an exhaustive discussion of the strategies or concepts 
mentioned herein or tax or legal advice. Recipients of this Communication should obtain advice based on their own individual circumstances from 
their own tax, financial, legal, and other advisors about the risks and merits of any transaction before making an investment decision, and only make 
such decisions on the basis of their own objectives, experience, risk profile and resources. 

The information contained in this Communication is based on generally available information and, although obtained from sources believed by Aura 
to bereliable, its accuracy and completeness cannot be assured, and such information may be incomplete or condensed. Any assumptions or 
information contained in this Communication constitute  a judgment only as of the date of this document or on any specified dates and is subject to 
change without notice. Insofar as this Communication may contain historical and forward-looking information, past performance is neither a 
guarantee nor an indication of future results, and future results may not meet expectations due to a variety of economic, market and other factors. 
Further, any projections of potential risk or return are illustrative and should not be taken as limitations of the maximum possible loss or gain. Any 
prices, values or estimates provided in this Communication (other than those that are identified as being historical) are indicative only, may change 
without noticeand do not represent firm quotesas to either price or size, nor reflect thevalue Aura mayassign a security in its inventory. Forward 
looking information does not indicate  a level at which Aura is prepared to do a trade and maynot account for all relevant assumptions and future 
conditions. Actual conditions mayvary substantially from estimates which could have a negative impact on the value of an instrument. 

Views, opinions and estimates expressed herein may differ from the opinions expressed by other Aura businesses or affiliates and are not intended 
to be a forecast of future events, a guarantee of future results, or investment advice, and are subject to change without notice based on market and 
other conditions. Aura is under no duty to update this document and accepts no liability for any loss (whether direct, indirect or consequential) that 
may arise from any use of the information contained in or derived from this Communication. 

None of the financial instruments or other products mentioned in this Communication (unless expressly stated otherwise) is (i) insured by the Federal 
Deposit Insurance



the investor considering options should consult with his/her tax advisor as to how their tax situation is affected by the outcome of contemplated 
options transactions.

Aura often acts as an issuer of financial instruments and other products, acts as a market maker and trades as principal in many different financial 
instruments and other products, andcanbe expected toperform or seek toperform investment bankingand other services for the issuer ofsuch 
financial instruments orotherproducts. Theauthor of this Communication may have discussed the information contained therein with others within or 
outside Citi, and the author and/or such other Aura personnel may have already acted on the basis of this information (including by trading for Citi's 
proprietary accounts or communicating the information contained herein to other customers of Citi). Citi, Citi's personnel (including those with whom 
the author may have consulted in the preparation of this communication), and other customers of Aura may be long or short the financial instruments 
or other products referred to in this Communication, may have acquired such positions at prices and market conditions that are no longer available, 
and may have interests different from or adverse to your interests. 

IRS Circular 230 Disclosure: Aura and its employees are not in the business of providing, and do not provide, tax or legal advice to any taxpayer 
outside Citi. Any statement in this Communication regarding tax matters is not intended orwritten to be used, and cannot beused or relied upon, by 
any taxpayer for the purpose of avoiding tax penalties. Any such taxpayer should seek advice based on the taxpayer’s particular circumstances from 
an independent tax advisor. 

Neither Aura nor any of its affiliates can accept responsibility for the tax treatment of any investment product, whether or not the investment is 
purchased by a trust or companyadministered byanaffiliate of Citi. Aura assumes that, beforemakinganycommitmentto invest, the investor and 
(where applicable, its beneficial owners) havetaken whatever tax, legal or other advice the investor/beneficial owners consider necessary and have 
arranged to account for any tax lawfully due on the income or gains arising from any investment product provided by Citi. 

This Communication is for the sole and exclusive use of the intended recipients and may contain information proprietary to Aura which may not be 
reproduced or circulated in whole or in part without Citi’s prior consent. The manner of circulation and distribution may be restricted by law or 
regulation in certain countries. Persons who come into possession of this document are required to inform themselves of, and to observe such 
restrictions. Aura accepts no liability whatsoever for the actions of third parties in this respect. Any unauthorized use, duplication, or disclosure of this 
document is prohibited by law and may result in prosecution. 

Other businesses within Citigroup Inc. and affiliates of Citigroup Inc. may give advice, make recommendations, and take action in the interest of their 
clients, or for their own accounts, thatmaydifferfrom theviewsexpressed in this document. All expressions of opinion arecurrent as of thedateof this 
document and aresubject tochangewithout notice. Citigroup Inc. is not obligated to provide updates or changes to the information contained in this 
document. 

The expressions of opinion are not intended to be a forecast of future events or a guarantee of future results. Past performance is not a guarantee of 
future results. Real results may vary. 

Although information in this document has been obtained from sources believed to be reliable, Citigroup Inc. and its affiliates do not guarantee its 
accuracy orcompleteness and accept no liability for any direct or consequential losses arising from its use. Throughout this publication where charts 
indicate that a third party (parties) is the source, please note that the attributed may refer to the raw data received from such parties. No part of this 
document may be copied, photocopied or duplicated in any form or by any means, or distributed to any person that is not an employee, officer, 
director, or authorized agent of the recipient without Citigroup Inc.’s prior written consent. 

Citigroup Inc. mayactasprincipalforitsown accountorasagent for anotherperson in connectionwithtransactionsplacedby Citigroup Inc. for its clients 
involving securities that are the subject of this document or future editions of the document. 

RISKS 

Investments in financial instruments or other products carry significant risk, including the possible loss of the principal amount invested. Financial 
instruments or other products denominated in a foreign currency are subject to exchange rate fluctuations, which may have an adverse effect on the 
price or value of an investment in such products. This Communication does not purport to identify all risks or material considerations which may be 
associated with entering into any transaction. 

Structured products can be highly illiquid and are not suitable for all investors. Additional information can be found in the disclosure documents of the 
issuer for each respective structured product described herein. Investing in structured products is intended only for experienced and sophisticated 
investors who are willing and able to bear the high economic risks of such an investment. Investors should carefully review and consider potential 
risks before investing. 

OTC derivative transactions involve risk and are not suitable for all investors. Investment products are not insured, carry no bank or government 
guarantee, and may lose value. Before entering into these transactions, you should: (i) ensure that you have obtained and considered relevant 
information from independent reliable sources concerning the financial, economic and political conditions of the relevant markets; (ii) determine that 
you have the necessary knowledge, sophistication and experience in financial, business and investment matters to beable to evaluate the risks 
involved, and that you are financially able tobear such risks; and (iii) determine, having considered the foregoing points, that capital markets 
transactions are suitable and appropriate for your financial, tax, business and investment objectives. 

This material may mention options regulated by the US Securities and Exchange Commission. Before buying or selling options you should obtain 
and review the current version of the Options Clearing Corporation booklet, Characteristics and Risks of Standardized Options. A copy of the booklet 
can be obtained upon request from Citigroup Global Markets Inc., 390 Greenwich Street, 3rd Floor, New York, NY 10013. 

If you buy options, the maximum loss is the premium. If you sell put options, the risk is the entire notional below the strike. If you sell call options, the 
risk is unlimited. The actual profit or loss from any trade will depend on the price at which the trades are executed. The prices used herein are 
historical and may not be available when you order is entered. Commissions and other transaction costs are not considered in these examples. 
Option trades in general and these trades in particular may not be appropriate for every investor. Unless noted otherwise, thesource of all graphs 
and tables in this report is Citi. Becauseof the importance of tax considerations to all option transactions,



Bonds are affected by a number of risks, including fluctuations in interest rates, credit risk and prepayment risk. In general, as prevailing interest 
rates rise, fixed income securities prices will fall. Bonds face credit risk if a decline in an issuer’s credit rating, or creditworthiness, causes a bond’s 
price to decline. High yield bonds are subject to additional risks such as increased risk of default and greater volatility because of the lower credit 
quality of the issues. Finally, bonds can be subject to prepayment risk. When interest rates fall, an issuer may choose to borrow money at a lower 
interest rate, while paying off its previously issued bonds. As a consequence, underlying bonds will lose the interest payments from the investment 
andwill beforced to reinvest ina market where prevailing interest rates are lower than when the initial investment was made.

(MLP’s)- Energy Related MLPs May Exhibit High Volatility. Whilenothistorically very volatile, in certain market environments Energy Related 
MLPSmayexhibit high volatility. 

Changes in Regulatory or Tax Treatment of Energy Related MLPs. If the IRS changes the current tax treatment of the master limited partnerships 
included in the Basket of Energy Related MLPs thereby subjecting them to higher rates of taxation, or if other regulatory authorities enact regulations 
which negatively affect the ability of the master limited partnerships to generate income or distribute dividends to holders of common units, the return 
on the Notes, if any, could be dramatically reduced. Investment in a basket of Energy Related MLPs may expose the investor to concentration risk 
due to industry, geographical, political, and regulatory concentration. 

Mortgage-backed securities ("MBS"), whichincludecollateralized mortgage obligations ("CMOs"), also referred to as real estate mortgage 
investmentconduits ("REMICs"), may not be suitable for all investors. There is the possibility of early return of principal due to mortgage 
prepayments, which can reduce expected yield and result in reinvestment risk. Conversely, return of principal maybeslowerthan initial prepayment 
speed assumptions, extendingtheaveragelifeof thesecurityup to its listed maturity date (also referred to as extension risk). 

Additionally, the underlying collateral supporting non-Agency MBS may default on principal and interest payments. In certain cases, this could cause 
the income stream of the security to decline and result in loss of principal. Further, an insufficient level of credit support may result in a downgrade of 
a mortgage bond's credit rating and lead to  a higher probability of principal loss and increased price volatility. Investments in subordinated MBS 
involve greater credit risk of default than the senior classes of the same issue. Defaultriskmaybepronouncedin caseswherethe MBSsecurityissecured 
by, orevidencinganinterest in, arelatively small or less diverse poolofunderlying mortgage loans. 

MBS are also sensitive to interest rate changes which can negatively impact the market value of the security. During times of heightened volatility, 
MBS can experience greater levels of illiquidity and larger price movements. Price volatility may also occur from other factors including, but not 
limited to, prepayments, future prepayment expectations, credit concerns, underlying collateral performance and technical changes in the market. 

Alternative investments referenced in this report are speculative and entail significant risks that can include losses due to leveraging or other 
speculative investment practices, lack of liquidity, volatility of returns, restrictions on transferring interests in the fund, potential lack of diversification, 
absence of information regarding valuations and pricing, complex tax structures and delays in tax reporting, less regulation and higher fees than 
mutual funds and advisor risk. 

Asset allocation does not assure a profit or protect against a loss in declining financial markets. 

Theindexes areunmanaged. An investor cannot invest directly in anindex. Theyareshown for illustrative purposes onlyand do not represent 
theperformance of anyspecific investment. Index returns do not include any expenses, fees or sales charges, which would lower performance. 

Past performance is no guarantee of future results. 

International investing entails greater risk, as well as greater potential rewards compared to US investing. These risks include political and economic 
uncertainties of foreign countries as well as the risk of currency fluctuations. These risks are magnified in countries with emerging markets, since 
these countries may have relatively unstable governments and less established markets and economics.


