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Taking Stock of the Markets
Executive Summary

U.S. Economy
 Moderating economic data such as housing, durable goods and retail sales

continue to signal a slowing expansion phase of the business cycle.

 Leading indicators such as durable goods new orders, building permits and
the Treasury yield curve (spread between the 10-year Treasury and the 3-
month T-bill) remain firmly in expansion territory and do not signal an
imminent slowdown in the U.S. economy.

International Economy
 As headwinds continue to mount — record inflation levels, political crises of

confidence and heightened geopolitical risks — Manufacturing Purchasing 
Managers’ Index® (PMI®) data across a number of countries has contracted 
below 50, signaling contraction concerns. In our view this highlights negative
sentiment while economic activity moderates.

Global Monetary and Fiscal Policy
 Major central banks across North America, Europe and Asia hiked a

collective 350 basis points (bps) in September in attempts to tackle global
inflation. Japan remains the only major developed country to keep its loose
monetary policy in place.

 In our view, the continued strength of the U.S. dollar hinges on both the Fed’s
aggressive tightening and the resilience of the U.S. economy, which is in
contrast to Europe’s energy crisis and rapidly slowing growth prospects.

Corporate Earnings
 Second-quarter earnings season came in better than expected, and we 

expect a similar outcome for third quarter results, albeit with an outsized 
support from the Energy sector and commodity-linked industries.

U.S. Equity Markets
 U.S. equities had their worst month of the year as surprisingly strong inflation 

data reaffirmed the Fed is going to continue tightening financial conditions.

 Markets remain very influenced by macroeconomic data, as investors remain
uncertain regarding the Fed’s path for future rate hikes.

International Equity Markets
 Developed international equities extended their year-to-date pullback as

fiscal and monetary policy especially rom the UK surprised investors.

 Declining economic growth expectations have led to falling earnings revisions
for 2022; however, consensus estimates still remain positive at 1.0%.

Fixed Income Markets
 Yields across the U.S. Treasury (UST) curve jumped as Consumer Price Index 

(CPI) data ended investor hope for a near-term pivot by the Fed.

 The spread between 2- and 10-year USTs inverted further and remains the
most negative since 2000, whereas the spread between the 3-month and 10-
year USTs is still positive albeit near the lowest level since March 2020.

Alternative Assets
 Alternatives continue to provide value by typically offering diversification and

uncorrelated returns with traditional markets.

 As valuations in public markets compress, private market valuations should 
also decline, making current vintage year funds attractive.

As of 9/30/2022. Source: PNC

 Key catalysts for the path forward continue to be supply chain normalization and easing inflation pressures.

 Geopolitical risk containment and a smooth transition in monetary policy are critical to keep the market on course.

 Markets face a number of macro headwinds however fundamentals point to continued growth and expansion in 2022.
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Views Through Our Investment Process
Each Facet of Analysis Plays a Critical Role in Making Investment Decisions

As of 9/30/2022. Source: PNC

Business Cycle: Slowing but growing
 The confluence of headwinds that includes tightening monetary policy from the Fed,

elevated inflation due to supply chain bottlenecks and the Russia-Ukraine conflict all
contribute to a slowing expansion of the business cycle.

 Containment of geopolitical risk and the pandemic are critical to keep the market on
course. We believe key catalysts for the path forward continue to be supply chain
normalization and falling inflation.

Valuations: Opportunistically attractive
 All major asset class valuations are back to pre-pandemic levels, primarily because prices

have pulled back, whereas consensus earnings estimates have not. In the slowing
expansion phase of the cycle, we believe some stocks could see a further pullback as
earnings weaken and thus not all “low” valuations should be considered cheap.

 Valuations are relative, and we believe equities remain attractive compared to fixed
income even as interest rates have dramatically improved in the last few months.

Technicals: Sharp downturn creating oversold conditions
 Most equity markets made new lows for the year, breaking below technical support as

market breadth also declined near lows set in June.

 Due to the swift decline for the month, most equity indices ended the month near or at the
most oversold conditions for the year potentially indicating a rebound into October.

 Assesses the business cycle
and how positioning impacts
asset class, sector and
industry performance.

 Puts valuations into context.

Business Cycle

 Identifies opportunities
while maintaining a long-
term view.

 Determines how assets are
valued relative to
history/other assets.

Valuations

 Uncover what price
trends tell us about near-
term market behavior.

 Supports shorter-term
execution.

Technicals
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Business Cycle Summary
The Slowing Expansion Phase Means Activity is Slowing but Still Growing

As of 9/30/2022. Source: PNC

 Leading economic indicators continue to point to a slowing expansion phase, as growth decelerates from
very lofty levels. In our view, the pace at which growth decelerates from here is highly dependent on the
health of the global consumer amidst high inflation.

 Financial conditions have tightened to their highest level in almost 15 years during the month and are
approaching their long-term average. Last year saw the easiest financial conditions on record, so from an
investor lens, the concern is the Fed will maintain an aggressive tightening policy and run the risk of
curtailing economic growth.

United States
Growth outlook 

remains positive on a 
relative basis

 The economic recovery has been uneven across international regions due to the pandemic, and the
Russia-Ukraine conflict continues to have an outsized impact on the Eurozone region. We remain cautious
about the asset class as the Eurozone continues to face a variety of challenges to economic and earnings
growth given ongoing macro risks.

 Central bank policies are starting to diverge, which is impacting currency markets; the European Central
Bank has begun to raise interest rates, the Bank of Japan remains focused on easy financial conditions,
while the Bank of England faces some difficult choices due to spiking inflation.

Developed 
International
Macroeconomic 

headwinds remain a 
concern

Emerging Markets 
(EM)

Regulatory risks offset 
fundamental strength

 Our long-term fundamental outlook for EM remains the strongest across the asset class universe and
underpins our high-conviction view of the asset class.

 Regulatory risk in China continues to be the greatest concern for EM investors, but strong underlying
growth fundamentals and the continued evolution of the EM index toward higher-growth sectors should be
supportive over the long term.
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Fixed Income Themes and Outlook
Rising Yields, Sustained Volatility and Central Bank Actions Present Challenges

As of 9/30/2022. Source: PNC

 Treasury yields have seen substantial increases across the curve, contributing to further curve inversion.
We believe that elevated inflation, a tight labor market and slowing but still positive growth prompted the
Fed to signal it will continue on its tightening campaign.

 The credit cycle remains in a strong position, supported by vastly improved balance sheet fundamentals
compared to the prior cycle, but we continue to closely monitor market liquidity.

Core Fixed Income
Neutral duration, 

unconstrained approach

 Credit spreads remain highly volatile in part due to the significant price swings in the Treasury market
this year. Spreads for the Bloomberg Corporate High Yield Index are elevated relative to recent history
as fundings costs have more than doubled this year, however refinancing risks remain low over the
next twelve months.

 High yield has a higher exposure to commodity-linked sectors than equity markets, thus the trend in
balance sheet improvements should continue in the fourth quarter.

U.S. High Yield
Fundamentals remain 

strong

 We have a favorable view of leveraged loans given their low duration characteristics, positive
correlation to capital market activity and higher position on the capital structure.

 Shorter-duration strategies, particularly ones with frequently adjusting coupons, fare well in rising rate
environments, presenting an opportunity while maintaining core strategic allocations.

Leveraged Loans
Supported by capital 

markets activity

 EM debt offers an attractive yield pickup relative to the developed world, especially on an inflation-
adjusted basis. However, we are cautious in the short term as valuations remain rich despite
geopolitical conflicts, continued COVID-19 outbreaks and ongoing supply chain disruptions.

 While U.S. dollar-denominated EM debt supports net-export countries, macroeconomic headwinds
have become a material headwind in the near-term.

Emerging Markets 
(EM) Debt

Valuations remain rich in 
spite of macroeconomic 

headwinds
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Equity Market Themes and Outlook
Heightened Market Volatility Driven by a Number of Macro Headwinds

As of 9/30/2022. Source: PNC

 Earnings growth remains positive in spite of rising inflation and interest rates across the globe. At this
stage profit margins are expected to slightly contract in 2022; however, guidance remains positive.

 Key determinants for the path forward continue to be the pandemic and monetary policy, as we expect
these issues to dictate the trajectory of inflation, supply chain normalization and earnings growth.

Outlook
Growth outlook remains 
positive, but moderating

 Favorable aspects of small- and mid-cap companies include the U.S.-centric revenue exposure
relative to large cap.

 Valuations for smaller-capitalization stocks have fallen below long-term averages despite the earnings
growth outlook remaining robust relative to large cap.

Market Cap
Small- and mid-cap 

overweight

 When growth becomes scarce, market leadership is generally expected to shift toward companies
expected to grow faster than the overall market.

 At the same time, in an inflationary regime exposure to value is attractive given the industries that
typically benefit from rising prices, therefore we recommend staying neutral on a style basis.

Style
Neutral style bias in an 

uncertain backdrop

 The consistency and leadership of U.S. markets over the long term continues to support a favorable
view relative to other areas of the globe. This is not a “domestic bias” but the view that fundamentals
remain strongest in the United States.

 Structural characteristics such as the reserve currency status of the U.S. dollar, breath and liquidity of
capital markets and strength of the U.S. consumer remain long-term tailwinds to maintain our positive
view on the United States relative to other areas.

Geography
United States overweight, 

EM tilt
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Potential Scenarios in a High Volatility Regime
Where Do We Go From Here …

As of 9/30/2022. Source: PNC, *based on PNC Economics expectation of a 40% probability of a recession in the next few years

Factors Bullish Scenario
(10%)

Base Case
(50%)

Bearish Scenario
(40%*)

Inflation Inflation was transitory all along and 
falls into 2023 as COVID variants fade 
and supply chains recover

Inflation decelerates at a 
manageable pace as supply chain 
hiccups linger but improve

Stagflationary environment as high 
inflation becomes structural

Geopolitics Russia-Ukraine stalemate, embargo 
talks end, U.S. midterms lead to 
divided Congress

Russia-Ukraine war lingers on but 
does not materially disrupt 
commodity markets, U.S. midterms 
lead to divided Congress

Prolonged Russia-Ukraine war leads 
to even higher global fuel and food 
costs

Monetary 
Policy

After hiking in December, Fed 
acknowledges growth has slowed 
significantly and hints at a “data 
dependent” Pause

Fed continues to raise rates into 
December but markets still get a 
Pause after that, albeit at higher rate 
levels

Central banks overtighten, leading to 
negative economic growth but 
inflation stays elevated

Earnings
Outlook

A late-year Fed Pause keeps 
earnings per share revisions steady, 
as China’s recovery offsets the 
slowdown in Europe

Q3 upside surprise is stronger than 
Q2, as the pace of negative revisions 
slows

Companies beat Q3 estimates, but 
guidance cut and revisions fall ~25% 
led by Big Tech and Consumer 
Cyclicals

Positioning 
Considerations

• If business cycle reaccelerates,
emphasize cyclicals, value, SMID

• If business cycle lingers in an
extended slowing expansion, see
base case

Planning for more rate hikes:
• Rebalance into large cap and

value that have lagged recently
• Emphasize U.S. over developed

markets and emerging markets
(EM) over developed

• Cash at these levels becomes an
investment option for the first
time in 15 years

• Credit and unconstrained fixed
income strategies, credit hedge
funds

Much higher short-term rates:
• Increase Value
• Maintain EM overweight
• Cash at these levels becomes an

investment option for the first
time in 15 years

• Neutral/lower duration due to
inflationary pressures

• Alternatives: hedge funds,
structured notes
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Key Takeaways in Periods of Market Volatility
The Most Important Point: Stay Invested

As of 9/30/2022. Source: PNC

 Pullbacks are a healthy, normal part of long-term investing

Consider the 
timeline

 The business cycle prior to the pandemic was characterized by unusually low volatility

 In periods of heightened volatility, it is critical to remain focused on the underlying fundamentals that
drive stocks in the long term

Market volatility is 
the rule, not the 

exception

 Even in years of positive performance, intra-year pullbacks can be sizeable

 It is critical to distinguish between pullbacks in different phases of the cycleOccasional pullbacks 
are normal

 Interaction effect of multi-asset portfolios adds value in times of stress

 Use volatility to your advantageStay diversified and 
stay invested
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Disclosures

Indices or Benchmarks. Indices are unmanaged, are not available for direct investment, and are not subject to management fees, transaction costs or other types of 
expenses that an account may incur. Indices performance results do not represent, and are not necessarily indicative of, the results that may be achieved in accounts 
investing in the corresponding investment strategy; actual account returns may vary significantly. For definitions of Indices/Benchmarks used herein, please refer to 
www.pnc.com/indexdefinitions.

The PNC Financial Services Group, Inc. (“PNC”) provides investment consulting and wealth management, fiduciary services, FDIC-insured banking products and services, 
and lending of funds to individual clients through PNC Bank, National Association (“PNC Bank”), which is a Member FDIC, and provides specific fiduciary and agency 
services to individual clients through PNC Delaware Trust Company or PNC Ohio Trust Company. PNC provides various discretionary and non- discretionary investment, 
trustee, custody, consulting, and related services to institutional clients through PNC Bank, and investment management activities conducted by PNC Capital Advisors, 
LLC, an SEC-registered investment adviser and wholly owned subsidiary of PNC Bank. PNC does not provide legal, tax, or accounting advice unless, with respect to tax 
advice, PNC Bank has entered into a written tax services agreement. PNC Bank is not registered as a municipal advisor under the Dodd-Frank Wall Street Reform and 
Consumer Protection Act.

These materials are furnished for the use of PNC and its clients and do not constitute the provision of investment, legal, or tax advice to any person. They are not prepared 
with respect to the specific investment objectives, financial situation, or particular needs of any person. Use of these materials is dependent upon the judgment and 
analysis applied by duly authorized investment personnel who consider a client’s individual account circumstances. Persons reading these materials should consult with 
their PNC account representative regarding the appropriateness of investing in any securities or adopting any investment strategies discussed or recommended herein 
and should understand that statements regarding future prospects may not be realized. The information contained herein was obtained from sources deemed reliable. 
Such information is not guaranteed as to its accuracy, timeliness, or completeness by PNC. The information contained and the opinions expressed herein are subject to 
change without notice. Past performance is no guarantee of future results. Neither the information presented nor any opinion expressed herein constitutes an offer to 
buy or sell, nor a recommendation to buy or sell, any security or financial instrument. Accounts managed by PNC and its affiliates may take positions from time to time in 
securities recommended and followed by PNC affiliates. Securities are not bank deposits, nor are they backed or guaranteed by PNC or any of its affiliates, and are not 
issued by, insured by, guaranteed by, or obligations of the FDIC or the Federal Reserve Board. 

“PNC” is a registered mark of The PNC Financial Services Group, Inc.

Investments: Not FDIC Insured. No Bank Guarantee. May Lose Value.

©2022 The PNC Financial Services Group, Inc. All rights reserved.
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LOC Collateral Account
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LOC Collateral Account
As of 09/30/2022

Investment Style Conservative

Asset Allocation 5% Equity / 90% Fixed Income / 5% Cash

Benchmark Policy Benchmark1

$2,814,959 

As of September 30, 2022

Stellar MLS - LOC Collateral Account

1. S&P 500 TR 5%, Bloomberg Barclays Muni Managed Money Short Intm 80%, Bloomberg
Barclays EM USD Agg TR 5%, BOA 3-month U.S. Treasury Bill 5%, Barclays U.S. Floating Rate
Note 1-5yr 5%

Portfolio Value

LOC Collateral Account Min Max Target Current Portfolio In Compliance

Equity 0% 25% 5% 18.1% Yes

Fixed Income 0% 100% 90% 79.9% Yes

Alternatives 0% 10% 0% 0.7% Yes

Cash 0% 100% 5% 1.4% Yes
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Asset Allocation
Stellar LOC Collateral Account
As of October 31, 2022

Total Equity, 17.9%

Total Fixed Income, 
79.6%

Total Alternatives, 
0.7%

Total Short Term, 1.8%

Description Market Value ($) Portfolio Allocation Policy Target Policy Range
Total Equity 510,444 17.9% 5% 0-25%

Large Cap Equity 365,404 12.8% 
Mid Cap Equity 42,338 1.5% 
Small Cap Equity 29,492 1.0% 
Other Equity 73,211 2.6% 

Total Fixed Income 2,263,820  79.6% 90% 0-100%
Total Alternatives 19,899  0.7% 
Total Short Term 51,202  1.8% 5% 0-100%

Total Portfolio 2,845,365  100.0%   100.0%
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-12.00%

-10.00%

-8.00%

-6.00%

-4.00%

-2.00%

0.00%

2.00%

4.00%

1 Month 3 Month YTD 1 Year 3 Year ITD**

Total Portfolio (Gross) Total Portfolio (Net) Policy Benchmark

Total Portfolio Performance
Stellar LOC Collateral Account
As of October 31, 2022

Description 1 Month 3 Month YTD 1 Year 3 Year ITD** 

Total Portfolio (Gross) 1.22% -4.11% -9.93% -8.46% 2.11% 2.49% 

Total Portfolio (Net) 1.09% -4.23% -10.40% -8.94% 1.56% 1.93% 

Stellar LOC Policy BM 0.19% -4.60% -9.07% -8.07% 2.96% 3.24% 

**Inception date is 07/01/2019 
Total Portfolio (Gross) shows performance gross of advisory fees and separately managed account (SMA) fees. Total Portfolio (Net) shows performance net of 
advisory fees, transaction costs, and all manager fees. Performance reflects reinvestment of dividends, interest and capital gain distributions and 
rebalancing. Indices are unmanaged, are not available for direct investment, and are not subject to management fees, transaction costs or other types of expenses 
that an account may incur. Past performance is not guarantee of future results. 

LOC Collateral Account Policy BM: S&P 500 TR 5%, Bloomberg Barclays Muni Managed Money Short Intm 80%, 
Bloomberg Barclays EM USD Agg TR 5%, BOA 3-month U.S. Treasury Bill 5%, Barclays U.S. Floating Rate Note 1-5yr 
5%
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Description 1 Month 3 Month YTD 1 Year 3 Year ITD** 

Large Cap Core 8.10% -5.86% -15.94% -12.60% 10.92% 11.07%  
Fidelity 500 Index Fd-Ai 8.10% -5.86%

S&P 500 TR 8.10% -5.86%

Large Cap Growth 3.99% -11.73%
Invesco QQQ Trust ETF 3.99% -11.73%

NASDAQ-100 GROSS USD 4.01% -11.72%

Large Cap Value 11.61% 0.90%
Delaware Value Fund R6 11.61% 0.90%

Russell 1000 Value 10.25% -2.41%

Mid Cap Core 8.52% -5.09% -20.42% -18.29% 8.04%  8.72%  
Vanguard Mid Cap Index Admiral 8.52% -5.09%

Russell Midcap 8.88% -4.31%

Small Cap Core 9.92% -3.18%
Vanguard Sm-Cap Indx Adm 9.92% -3.18%

Russell 2000 11.01% -1.68%

Other Equity 3.47% -15.29% -26.67% -21.31% -3.69% -1.07%
Fidelity Real Estate ETF 3.47% -15.29%  -26.67% -21.31%

NAREIT ALL Equity Reits 3.38% -15.08%  -25.49% -19.16%

Fixed Taxable 0.64% -1.86% -5.30% -4.98% 1.30%  1.59%  
T. Rowe Price Institutional Floating Rate
Fund 1.26% 0.23% -2.26% -1.81% 2.07% 2.21%

S&P/LSTA US Leveraged Loan 1.03% 0.26% -2.25% -1.78% 2.72% 2.61%
PIMCO Income Inst Fund 0.28% -4.60% -10.53% -10.00%

Bloomberg Barclays US Aggregate -1.30% -8.23% -15.72% -15.68%
iShares MBS ETF -1.14% -9.49% -14.63% -14.95%

Bloomberg Barclays US Goverment -1.37% -7.08% -14.14% -13.94%
Doubleline Flexible Inc-I -0.99% -4.34% -10.28% -10.31%

Bloomberg Barclays US Universal -1.10% -7.82% -15.83% -15.79%

Manager Performance
Stellar LOC Collateral Account 
As of October 31, 2022

**Inception date is 07/01/2019 
Performance is shown gross of advisory fees and separately managed account (SMA) fees. The effect of advisory fees on the portfolio could be 
material. If these fees were reflected, returns would be lower. Indices are unmanaged, are not available for direct investment, and are not subject to 
management fees, transaction costs or other types of expenses that an account may incur. Past performance is not guarantee of future results.
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Manager Performance (Continued)
Stellar LOC Collateral Account 
As of October 31, 2022

Description 1 Month 3 Month YTD 1 Year 3 Year ITD** 

Fixed Income NonTaxa -0.67% -4.92% -9.75% -8.95% -1.02% -0.49%
T. Rowe Price Summit Municipal Income
Fund I Cla -1.44% -7.73% -14.71% -13.68%

Bloomberg Barclays Municipal -0.83% -6.73% -12.86% -11.98%
Fidelity Tax-Free Bond -1.30% -7.47% -14.45% -13.52%

Bloomberg Barclays Muni Long Bond -2.17% -11.33% -21.48% -20.02%
Vanguard Funds Limited Term Tax-Exempt 
Fund Adm -0.21% -2.87% -5.06% -4.87%

Bloomberg Barclays Municipal 1-3 Yr 0.07% -2.11% -3.37% -3.35%
BlackRock Strategic Municipal Opportunities 
Fund -1.15% -7.35% -15.59% -14.09% -3.20% -2.55%

Bloomberg Barclays Municipal -0.83% -6.73% -12.86% -11.98% -2.18% -1.45%

Total Alternatives 1.54% 0.92% 
HFRI Fund of Funds 1.47% 0.48%  

BlackRock Event Driven Eq Inst 1.54% 0.92%  
HFRX Event Driven -1.66% -0.29%

Total Short Term 0.24% 0.62% 0.89% 0.89% 0.51%  0.66%  
Cash & Equivl 0.24% 0.62%  0.89% 0.89% 0.51% 0.66%

FTSE 90 T-Bill 0.25% 0.59%  0.87% 0.88% 0.60% 0.76%

**Inception date is 07/01/2019 
Performance is shown gross of advisory fees and separately managed account (SMA) fees. The effect of advisory fees on the portfolio could be 
material. If these fees were reflected, returns would be lower. Indices are unmanaged, are not available for direct investment, and are not subject to 
management fees, transaction costs or other types of expenses that an account may incur. Past performance is not guarantee of future results.
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LOC Collateral Account
Portfolio Expenses

Investment Fund Ticker % of Portfolio ER
Fidelity 500 Index Fd-Ai FXAIX 8.31% 0.02
Invesco QQQ Trust ETF QQQ 1.90% 0.20
Delaware Value Fund R6 DDZRX 1.85% 0.58
Vanguard Mid Cap Index Admiral VIMAX 1.39% 0.05
Vanguard Sm-Cap Indx Adm VSMAX 0.95% 0.05
Fidelity Real Estate ETF FREL 2.51% 0.08
Doubleline Flexible Inc-I DFFLX 4.81% 0.73
iShares MBS ETF MBB 2.95% 0.04
PIMCO Income Inst Fund PIMIX 4.97% 0.62
T. Rowe Price Institutional Floating Rate Fund RPIFX 24.24% 0.58
BlackRock Strategic Municipal Opportunities Fund C MAMTX 8.84% 0.63
Fidelity Tax-Free Bond FTABX 5.07% 0.25
T. Rowe Price Summit Municipal Income Fund I Class PRIMX 5.12% 0.39
Vanguard Funds Limited Term Tax-Exempt Fund Adm VMLUX 24.70% 0.09
BlackRock Event Driven Eq Inst BILPX 0.70% 1.32
Cash & Equivl Cash 1.69% 0.00
Totals 100.0%

0.35Portfolio Average Weighted Expense Ratio
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Balance Sheet Reserve Account
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Balance Sheet Reserves
As of 09/30/2022

Investment Style Preservation of Capital

Asset Allocation 100% Fixed Income

Benchmark Bloomberg Barclays US T-Bill 1-3 Month Index

$9,077,486 

As of September 30, 2022

Stellar MLS - Balance Sheet Reserves

Portfolio Value

Balance Sheet Reserves Min Max Target Current Portfolio In Compliance

Fixed Income 0% 100% 100% 99.9% Yes

Cash 0% 100% 0% 0.1% Yes
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Asset Allocation
Stellar MLS Balance Sheet Account
As of October 31, 2022

Total Fixed Income, 
99.9%

Total Short Term, 0.1%

Description Market Value ($) Portfolio Allocation
Total Fixed Income 9,079,565 99.9% 
Total Short Term 5,745 0.1% 

Total Portfolio 9,085,310  100.0%   
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-1.50%

-1.00%

-0.50%

0.00%

0.50%

1.00%

1 Month 3 Month YTD 1 Year 3 Year ITD**

Total Portfolio (Gross) Total Portfolio (Net) Policy Benchmark

Total Portfolio Performance
Stellar MLS Balance Sheet Account
As of October 31, 2022

Description 1 Month 3 Month YTD 1 Year 3 Year ITD** 

Total Portfolio (Gross) 0.02% -0.40% -1.15% -1.17% 0.10% 0.34% 

Total Portfolio (Net) -0.03% -0.45% -1.36% -1.38% -0.09% 0.15% 

Barclays US T-Bill 1-3m Index 0.22% 0.61% 0.85% 0.86% 0.56% 0.72% 

**Inception date is 07/01/2019 
Total Portfolio (Gross) shows performance gross of advisory fees and separately managed account (SMA) fees. Total Portfolio (Net) shows performance net of 
advisory fees, transaction costs, and all manager fees. Performance reflects reinvestment of dividends, interest and capital gain distributions and 
rebalancing. Indices are unmanaged, are not available for direct investment, and are not subject to management fees, transaction costs or other types of expenses 
that an account may incur. Past performance is not guarantee of future results. 
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III. Outlook and Recommendations
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Asset Allocation Playbook
Fourth Quarter 2022
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ASSET ALLOCATION PLAYBOOK

FAVORABILITY 

Our favorability ratings are formed from a mosaic of quantitative 
and qualitative measures that we track and analyze. These views 
range from unfavorable to favorable, with the midpoint representing 
a neutral view. Generally, our favorability positions translate into 
overweight and underweight positions in our clients’ portfolios.

- +

Unfavorable Favorable

Our investment decision-making process comprises a three-part 
analysis of the business cycle, valuations and technicals relative to 
each asset class. 

POINTS OF VIEW

Positive view

Cautious view

Negative view

Business Cycle
Business cycle analysis helps put valuations in context and is most 
closely aligned with our tactical time horizon. We assess the phase 
of the business cycle — recovery, accelerating expansion, slowing 
expansion, contraction — and its impact on asset class, sector and 
industry performance.

Valuations
Valuation analysis helps us identify investment opportunities while 
maintaining a long-term view. It moderates our conviction level while 
also helping us assess asset allocations over the next five-plus years.

Technicals
Technical analysis governs the short-term timing of executing our 
tactical recommendations. We examine price trends, chart patterns, 
momentum indicators and moving averages, among other measures.

GUIDE TO THE PLAYBOOK
The Playbook represents our current market views on individual 
asset classes, informed by our three-part investment process.

Daniel J. Brady
Chief Investment Strategist 

Yasin Bentiss, CFA
Director, Investment Strategy

Bethany A. Stein, CFA 
Director, Investment Strategy

Rebekah M. McCahan 
Senior Investment & Portfolio 
Strategist 

Karissa Swartz
Investment & Portfolio 
Strategist

Current 
Quarter

Previous 
Quarter
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Alternatives

Private Equity

Private Infrastructure

Private Debt

Private Real Estate

Commodities

Hedge Funds

- +

Cash - +

Fixed Income

U.S. Fixed Income

Short Fixed Income

Core Fixed Income

High Yield

Leveraged Loans

TIPS

Unconstrained Bond

Non-U.S. Fixed Income

Global Bond

Emerging Market Bond

- +

Equities

U.S. Equity

Large Cap

Mid Cap & Small Cap

REITs

Non-U.S. Equity

International Developed

Emerging Markets (EM)

- +

ASSET ALLOCATION PLAYBOOK

EQUITIES

Global equities hit new year-to-date 
lows in September, as the Federal 
Reserve (Fed) remained committed to 
aggressive rate hikes and tightening 
financial conditions to combat 
inflation. We remain constructive 
on this slowing expansion phase of 
the business cycle; however, we are 
mindful there will come a point when 
monetary policy begins to restrict 
economic activity. We still view equities 
positively, but acknowledge the path 
forward is dependent on supply chain 
normalization and clear evidence that 
inflation is declining, which could bring 
about a pause in further Fed rate hikes.

FIXED INCOME

With interest rates across the curve 
at the highest level in 10 years, 
expectations for fixed income have 
quickly recalibrated toward a favorable 
outlook. We believe short-term and 
cash yields look attractive relative 
to longer-duration allocations on a 
reward-risk basis. This is largely due 
to the inflation backdrop, which is 
expected to keep long-term interest 
rates relatively elevated, even in the 
event of an economic downturn. Over 
the long term, we expect interest rate 
momentum to trend lower from macro 
issues such as aging demographics and 
increasing sovereign debt levels.

ALTERNATIVES

The past decade has presented 
many opportunities and challenges 
for private investments. We believe 
skilled managers should continue to 
benefit from an expanding opportunity 
set due to broad technological 
innovation and greater idiosyncratic 
risks in private markets. Falling 
valuations in traditional asset classes 
should also help position private 
solutions as a differentiated source of 
value for qualified investors.

CURRENT MARKET VIEWS

Business Cycle

Valuatio
ns

Technicals

Unfavorable Favorable
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Large Cap
As valuations have fallen sharply this year, we believe large 
cap is attractively positioned in this slowing expansion phase 
of the business cycle. When growth becomes scarce, market 
leadership is generally expected to shift toward higher-
quality companies with attractive profitability metrics that can 
continue to grow earnings in a slower growth environment. 
We believe large-cap growth companies are generally better 
positioned to benefit from the dynamics of a high-inflation 
economy, due to their strong balance sheets, size and scale.

Mid Cap & Small Cap
Favorable aspects of the asset class include U.S.-centric 
revenue exposure as well as attractive valuation levels 
relative to large cap. However, greater exposure to the 
Energy sector has masked lingering supply chain disruptions 
and inflationary pressures that have challenged smaller 
capitalization stocks. We believe this is a short-term 
headwind and view small and mid-cap equities’ greater 
exposure to cyclical sectors as a hedge against the current 
elevated inflation environment.

Real Estate Investment Trusts (REITs)
We believe REITs provide portfolio ballast. In addition to REITs’ 
attractive yield potential, the asset class benefits from both 
growth exposure from specialty REITs and inflation protection 
from traditional cyclical REIT industries. Additionally, 
specialty REITs have exposure to key secular growth areas. 
We believe exposure to these faster growing specialty REIT 
categories as a play on the 5G wireless communications 
buildout appears particularly attractive in a lower growth and 
low interest rate environment.

International Developed
The business cycle has been uneven across international 
developed markets as their inflationary pressures are 
far greater than in the U.S. or China, creating significant 
challenges for fiscal and monetary policy responses. 
Additionally, Russia’s invasion of Ukraine has had an outsized 
impact on the Eurozone region due to its dependence on 
Russian energy imports. We remain cautious about the 
asset class as the Eurozone continues to face a variety of 
challenges to economic and earnings growth given ongoing 
macro risks. 

Emerging Markets
Our long-term fundamental outlook for emerging markets 
(EM) remains the strongest across the equity universe 
and underpins our high-conviction view of the asset class. 
Regulatory risk in China continues to be the greatest 
concern for EM investors, but in recent months there has 
been a shift toward supportive fiscal and monetary policies 
that had been lacking in China throughout the pandemic. 
Demographics, the rapid rise of a strong middle class in EM 
Asia, accelerating digitalization and rising commodity prices 
should also help support EM equities over the long term.

EQUITIES

Short Fixed Income
With the Fed set on raising its policy rate to 4.25 – 4.50% 
by early next year, short-term fixed income has become 
attractive in our view, including cash allocations. While we do 
not believe investors should consider shortening the duration 
of traditional core fixed income allocations altogether, 
attractive opportunities in short-term fixed income have not 
been available for several years.

Core Fixed Income
Despite extreme volatility in core fixed income, we continue 
to see value in the asset class as interest rates are at their 
highest level in nearly 15 years. Much of the volatility is 
from the Treasury market, rather than a deterioration in 
investment grade credit or securitized bonds. In our view, the 
credit cycle remains in a strong position, supported by vastly 
improved balance sheet fundamentals compared to the prior 
cycle. For example, metrics such as interest coverage ratios 
are well above pre-pandemic levels. We continue to favor 
active managers over passive products as we believe credit 
analysis and security selection are paramount in this high 
valuation environment.

FIXED INCOME
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High Yield
Credit spreads remain highly volatile, in part due to 
significant price swings in the Treasury market this year. 
While Bloomberg Corporate High Yield Index option-adjusted 
spreads are elevated, they remain below second quarter 
highs. Additionally, high yield has a greater exposure to 
commodity-linked sectors than equity markets, so we expect 
the trend toward improving balance sheets should continue 
in 2022. High yield is also traditionally correlated to equity 
markets rather than the direction of interest rates. Thus, 
the diversification benefit of the asset class is an important 
consideration.

Leveraged Loans
We have a favorable view of leveraged loans given their low 
duration characteristics, positive correlation to capital market 
activity and higher position in the capital structure. In our 
view, a key variable for leveraged loans is capital markets 
activity, such as mergers and acquisitions, leveraged buyouts 
in private equity and debt refinancing, which are large 
sources of issuance and liquidity for the asset class. These 
activities are expected to remain robust, and as such, we 
expect leveraged loans to remain an attractive asset class 
near term despite market volatility.

Treasury Inflation-Protected Securities  (TIPS)
From a short-term tactical perspective, TIPS traditionally 
perform well in periods when inflation expectations are 
rising, rather than simply when inflation is elevated. As such, 
breakeven yields have fallen to year-to-date lows, signaling 
inflation expectations are rapidly declining. TIPS also typically 
have higher durations than Treasuries, making the short-
term timing of TIPS a challenge for tactical allocations.

Unconstrained Bond
Given the degree of interest rate differentials across rate 
markets, we believe investors can gain diversification benefits 
from the flexibility of an unconstrained bond allocation. With 
interest rates below their historical long-term averages, 
a nimbler “go anywhere” strategy could help capture 
idiosyncratic opportunities across fixed income asset classes.

Global Bond
Even with the end of Negative Interest Rate Policy (NIRP) 
among most developed country central banks, the outlook for 
many regions remains challenged due to spiking inflation and 
rapidly slowing economic growth. While NIRP may be a thing 
of the past, interest rates are still very low across developed 
markets. As a result, the primary source of return is still 
expected to be countervailing global trends in currencies and 
interest rates.

Emerging Market Bond
We believe EM debt offers attractive yield opportunities with 
stronger underlying fundamentals relative to the developed 
world. However, despite numerous geopolitical and economic 
uncertainties, spreads remain below the highs of 2016 when 
oil prices rapidly declined, as well as the “Arab Spring” 
period of 2011 – 2012. While U.S. dollar-denominated EM 
debt should support net-export countries, macroeconomic 
headwinds have become a material headwind in the near 
term.

FIXED INCOME

Private Equity
We believe private equity remains well suited to capture a 
variety of opportunities in 2022. A backdrop supported by 
falling valuations should be a positive catalyst for current-
year vintages across areas such as venture capital and 
leveraged buyouts. We continue to believe manager selection 
is critical to access new or less efficient markets and a more 
diverse investable opportunity set.

Private Infrastructure
Private infrastructure offers an attractive hybrid investment 
with both fixed income and equity characteristics. Exposure 
to this asset class (excluding Energy) has historically provided 
downside risk protection, and cash flows are typically indexed 
to inflation, allowing the asset class to play a key defensive 
role in portfolios.

ALTERNATIVES
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These materials are furnished for the use of PNC and its clients and do not constitute the provision of investment, legal, or tax advice to 
any person. They are not prepared with respect to the specific investment objectives, financial situation, or particular needs of any person. 
Use of these materials is dependent upon the judgment and analysis applied by duly authorized investment personnel who consider a 
client’s individual account circumstances. Persons reading these materials should consult with their PNC account representative regarding 
the appropriateness of investing in any securities or adopting any investment strategies discussed or recommended herein and should 
understand that statements regarding future prospects may not be realized. The information contained herein was obtained from sources 
deemed reliable. Such information is not guaranteed as to its accuracy, timeliness, or completeness by PNC. The information contained and 
the opinions expressed herein are subject to change without notice. Past performance is no guarantee of future results.

The PNC Financial Services Group, Inc. (“PNC”) uses the marketing name PNC Institutional Asset Management® for the various discretionary 
and non-discretionary institutional investment, trustee, custody, consulting, and related services provided by PNC Bank, National Association 
(“PNC Bank”), which is a Member FDIC, and investment management activities conducted by PNC Capital Advisors, LLC, an SEC-registered 
investment adviser and wholly-owned subsidiary of PNC Bank. PNC does not provide legal, tax, or accounting advice unless, with respect to 
tax advice, PNC Bank has entered into a written tax services agreement. PNC Bank is not registered as a municipal advisor under the  
Dodd-Frank Wall Street Reform and Consumer Protection Act.

“PNC Institutional Asset Management” is a registered trade mark of The PNC Financial Services Group, Inc.

Investments: Not FDIC Insured. No Bank Guarantee. May Lose Value.

©2022 The PNC Financial Services Group, Inc. All rights reserved.

Private Debt
We believe the persistent high-volatility financial market 
backdrop should be supportive of private debt. In volatile 
environments, private debt may offer relative stability, with 
returns that typically exceed those of traditional fixed income 
and a generally low correlation to other asset classes. 
Furthermore, with fixed income valuations at historically 
expensive levels, we believe private debt offers compelling 
opportunities on a global scale. Middle-market lending 
in the corporate sector is still quite constrained, creating 
opportunities for private debt investors. We continue to see 
favorable reward-risk dynamics as there is a substantial 
illiquidity premium for investing in unrated, smaller-sized 
loans.

Private Real Estate
During the pandemic, dramatic shifts in demand served as 
tailwinds to some real estate sectors such as specialty and 
self-storage but has posed tremendous headwinds to others 
such as the office sector. Commercial and residential interest 
rates are low on an absolute level; however, cap rates are 
expensive relative to Treasuries. Despite headwinds in certain 
industries, we believe the private real estate landscape could 
be starting to turn a corner. In fact, the pandemic-induced 
shake-up could ultimately present a compelling, fresh 
opportunity set for astute managers. Given the high degree 
of heterogeneity in private real estate, we prefer managers 
focused on opportunistic, value-added strategies as opposed 
to simply income generation.

Commodities
We continue to believe in periods of rising commodity prices, 
equities are better positioned compared to the raw materials 
themselves. We expect the commodity environment will be 
volatile in 2022 given the surge in commodity prices driven 
by the Russia-Ukraine war, particularly in markets where 
those countries are dominant exporters. Recent performance 
has been driven by supply disruption as geopolitical tensions 
escalate. We believe long-only positions in commodities tend 
not to generate adequate risk premiums or cash flows. Thus, 
commodity investing is purely a play on the directional move 
in commodity prices, significantly increasing the risk profile 
of this asset class.

Hedge Funds
Given our expectations for sustained high market volatility in 
the slowing expansion phase of the business cycle, certain 
macro-focused and managed futures strategies (which 
deploy low correlation to public markets) may be able to 
capitalize on market inefficiencies. With cash yields at the 
highest level in 15 years, credit hedge funds should benefit 
from the ability to generate higher returns and leveraged 
strategies such as long/short, should benefit from higher 
cash yields as well.

ALTERNATIVES
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Penalty for Missing the Market
Missing the “Best Days”

Period of Investment
Average 
Annual 
Return

Growth of Initial 
Investment of $10,000

Fully Invested 7.5% $42,257

Miss the 10 Best Days 3.4% $19,380

Miss the 20 Best Days 0.8% $11,723

Miss the 30 Best Days -1.3% $7,704

Miss the 40 Best Days -3.2% $5,283

20-Year Daily Returns Ending 09/30/2022

Timing the market is not only difficult, trying to do so can be costly to investors. The following 
table illustrates how missing the “best” days in the market over the past 20 years impacts the 
average annual return of an initial $10,000 investment. “Best” is defined as the highest one-day 
return of the S&P 500®.

Source: Bloomberg L.P., PNC. The above data reflects the performance returns of the S&P 500, an unmanaged index of 500 common stocks, heavily weighted toward stocks with large market capitalization. Returns on the 
S&P 500 are price returns; no expenses have been deducted. Past Performance is no guarantee of future results.

Indices are unmanaged, not available for direct investment, and not subject to management fees, transaction costs or other types of expenses that an account may incur.
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Index Total Returns
Performance Challenges Continue this Year Amid Macro Headwinds

As of 9/30/2022. Source: Standard & Poor's, Russell Investments, MSCI, FTSE, Bloomberg Indices

PNC Capital Market 
Projections

Trailing Total Returns 10 Year Forecast (2022-30)

Index 1 Month QTD YTD 1 Year 3 Years 5 Years 10 Years 15 Years 20 Years Return Volatility

EQ
U

IT
Y

U.S. Equity Russell 3000® -9.3% -4.5% -24.6% -17.6% 7.7% 8.6% 11.4% 7.9% 9.9%
LCC S&P 500® -9.2% -4.9% -23.9% -15.5% 8.2% 9.2% 11.7% 8.0% 9.8% 7.2% 15.4%
LCG S&P 500 Growth -10.0% -3.9% -30.4% -21.1% 9.9% 11.4% 13.2% 9.9% 10.6% 6.8% 15.5%
LCV S&P 500 Value -8.5% -5.8% -16.6% -9.6% 5.1% 6.2% 9.6% 5.8% 8.8% 7.5% 16.1%
MCC S&P 400 -9.2% -2.5% -21.5% -15.2% 6.0% 5.8% 10.0% 7.9% 10.4% 8.2% 18.6%
MCG S&P 400 Growth -8.8% -0.7% -25.5% -19.5% 5.1% 5.7% 9.8% 8.2% 10.3% 7.9% 19.1%
MCV S&P 400 Value -9.5% -4.0% -17.5% -10.9% 6.3% 5.5% 10.0% 7.4% 10.3% 8.6% 18.9%
SCC Russell 2000 -9.6% -2.2% -25.1% -23.5% 4.3% 3.6% 8.6% 6.4% 9.4% 8.5% 20.8%
SCG Russell 2000 Growth -9.0% 0.2% -29.3% -29.3% 2.9% 3.6% 8.8% 6.8% 9.7% 8.6% 21.0%
SCV Russell 2000 Value -10.2% -4.6% -21.1% -17.7% 4.7% 2.9% 7.9% 5.7% 8.8% 8.5% 21.0%

Non-U.S. Equity MSCI ACWI Ex USA IMI -10.1% -9.7% -26.9% -25.7% -1.3% -0.8% 3.2% 0.8% 6.7%
ILCC MSCI World ex USA -9.3% -9.2% -26.2% -23.9% -1.2% -0.4% 3.6% 0.7% 6.1% 8.3% 19.1%
ILCG MSCI World Ex USA Growth -9.5% -8.1% -32.3% -29.4% -1.1% 0.9% 4.5% 1.5% 6.3% 8.1% 18.2%
ILCV MSCI World Ex USA Value -9.0% -10.2% -20.1% -18.6% -2.0% -2.1% 2.5% -0.3% 5.7% 8.6% 19.9%
ISCC MSCI World Ex USA Small Cap -11.4% -9.5% -31.1% -30.8% -1.3% -1.2% 4.8% 2.2% 8.1% 9.1% 20.5%
ISCG MSCI World Ex USA Small Cap Growth -11.6% -8.8% -35.7% -35.7% -1.4% -0.7% 4.9% 2.4% 8.3% 9.2% 20.3%
ISCV MSCI World Ex USA Small Cap Value -11.2% -10.1% -26.4% -25.8% -1.7% -2.0% 4.4% 2.0% 8.3% 9.1% 20.7%
EM MSCI Emerging Markets -11.7% -11.6% -27.2% -28.1% -2.1% -1.8% 1.0% 0.3% 8.7% 10.8% 26.3%

Global Equity MSCI All Country -9.6% -6.8% -25.6% -20.7% 3.7% 4.4% 7.3% 4.1% 7.9%
REIT FTSE NAREIT All Equity REITs -12.7% -10.8% -27.9% -16.3% -1.1% 4.1% 7.0% 5.4% 9.2% 7.3% 23.0%

INFRA S&P Global Infrastructure -11.8% -9.8% -10.7% -6.7% -0.9% 1.2% 4.8% 2.2% 8.3% 7.0% 12.8%

Index 1 Month QTD YTD 1 Year 3 Years 5 Years 10 Years 15 Years 20 Years Return Volatility

FI
XE

D
 IN

CO
M

E

MUNI Bloomberg Municipal Bond -3.8% -3.5% -12.1% -11.5% -1.9% 0.6% 1.8% 3.2% 3.4% 1.2% 5.1%
SHORT MUNI Bloomberg Municipal 1-3 Year -1.2% -1.4% -3.4% -3.5% -0.1% 0.6% 0.7% 1.5% 1.7% 0.7% 1.6%

CORE Bloomberg US Aggregate -4.3% -4.8% -14.6% -14.6% -3.3% -0.3% 0.9% 2.7% 3.1% 2.3% 4.2%
SHORT Bloomberg US Aggregate 1-3 Year -1.2% -1.5% -4.6% -5.1% -0.5% 0.6% 0.8% 1.7% 2.0% 1.4% 2.5%

INTERM Bloomberg US Govt/Credit Intermediate -2.7% -3.1% -9.6% -10.1% -1.6% 0.4% 1.0% 2.5% 2.9% 2.0% 5.5%
LONG Bloomberg US Govt/Credit Long -8.3% -9.0% -28.9% -27.4% -7.3% -1.2% 1.4% 4.4% 4.7% 3.0% 9.4%
TIPS Bloomberg US Treasury US TIPS -6.6% -5.1% -13.6% -11.6% 0.8% 2.0% 1.0% 3.2% 3.8% 1.9% 7.4%

BILLS Bloomberg US Treasury Bills 1-3 Month 0.2% 0.5% 0.6% 0.6% 0.6% 1.1% 0.6% 0.6% 1.2% 1.3% 0.5%
HY Bloomberg US Corporate High Yield -4.0% -0.6% -14.7% -14.1% -0.5% 1.6% 3.9% 5.7% 7.4% 5.0% 12.2%

LLOAN S&P/LSTA Leveraged Loan -2.3% 1.4% -3.3% -2.5% 2.2% 3.0% 3.5% 4.1% 4.6% 4.4% 9.1%
IBND Bloomberg Global Aggregate -5.1% -6.9% -19.9% -20.4% -5.7% -2.3% -0.9% 1.4% 2.7% 2.0% 9.4%
EMD Bloomberg EM USD Aggregate -5.5% -4.1% -20.5% -20.9% -5.3% -1.6% 1.4% 4.2% 6.9% 6.2% 10.8%
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PNC Institutional Asset Management

pnc.com/iam

As a senior investment advisor for PNC Institutional Asset Management®, 

John is charged with maintaining strong relationships with clients. He 

regularly provides thought leadership, education and insights to clients 

regarding both charitable and retirement assets. He manages portfolios 

in accordance with applicable fiduciary standards and the client’s 

investment objectives. He works with each client to determine asset 

allocation based upon their unique needs. He also supports the 

development of new business relationships. 

John has more than 20 years of industry experience. Prior to joining PNC in 2015, 

he was a Portfolio Manager with Franklin Templeton Investments where he co-

managed both global and international equity separately managed accounts. He 

joined the separately managed accounts team as Director of Portfolio Analytics. 

Prior to this role, John was a Portfolio Manager with the Templeton Global Bond 

Managers team where he managed short duration global fixed income mutual 

funds. Under his management, the funds achieved first quartile performance 

rankings within their S&P Micropal peer group universe. 

John graduated with a Bachelor of Science in finance and management from 

Florida State University and with a Master of Business Administration from Florida 

Atlantic University. John holds the Chartered Financial Analyst® (CFA) and 

Chartered Alternative Investment Analyst (CAIA) designations. 

John Coates, CFA, CAIA

Senior Investment Advisor

The PNC Financial Services Group, Inc. ("PNC") uses the marketing name PNC Institutional Asset Management® for the various discretionary and 

non-discretionary institutional investment, trustee, custody, consulting, and related services provided PNC Bank, National Association (“PNC Bank”), 

which is a Member FDIC, and investment management activities conducted by PNC Capital Advisors, LLC, an SEC-registered investment adviser and 

wholly-owned subsidiary of PNC Bank.  PNC uses the marketing names Retirement 1-on-1® and PNC Financial Wellness Achievement CenterSM for 

employee education services provided by PNC Bank. PNC does not provide legal, tax, or accounting advice unless, with respect to tax advice, PNC 

Bank has entered into a written tax services agreement. PNC Bank is not registered as a municipal advisor under the Dodd-Frank Wall Street Reform 

and Consumer Protection Act. 

“PNC Institutional Asset Management,” and “Retirement 1-on-1” are registered marks, and “PNC Financial Wellness Achievement Center” are service 

marks, of The PNC Financial Services Group, Inc.

Investments: Not FDIC Insured. No Bank Guarantee. May Lose Value.

CFA® and Chartered Financial Analyst® are trademarks owned by CFA Institute.

Firm Start

March 2015

Industry Start

April 1995
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Investment Policy Statement

Stellar MLS Portfolio Fixed Income

JOHN P COATES, CFA, CAIA
SVP, Sr. Investment Client Advisor

DocuSign Envelope ID: 5FE76627-6F1F-4C0B-93D4-BF85999A607A
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This account represents any associated consolidated account and sub accounts within the Relationship.

This Investment Policy Statement covers the Stellar MLS Portfolio Fixed Income, which is comprised

of the following account(s):

STELLAR MLS BALANCE SHEET 20-50-xxxxxxx57

I. Purpose

The purposes of this Investment Policy Statement (IPS) are (i) to document our understanding of the

investment goals and guidelines for the portfolio, including the investment objective, risk tolerance,

investment restrictions and asset allocation ranges, and (ii) to establish a basis upon which to evaluate

the attainment of portfolio objectives.

II. Investor Profile

A. Investment Time Horizon:

The period of time during which the assets will be invested is expected to be within 2 years.

B. Portfolio Risk Tolerance:

Investment theory and historical capital market return data suggest that, over long periods of time,

there is a relationship between the level of risk assumed and the level of return that can be expected

in a portfolio, although there can be no guarantee of returns. In general, higher risk (e.g. return

volatility) is associated with higher return. Given this relationship between risk and return, a

fundamental step in determining the investment policy is the determination of an appropriate risk

tolerance profile. There are a number of factors that influence the risk profile for a portfolio, including:

sustainability of income, liquidity, return objectives, time horizon and investment experience.  Based

on your and PNC's understanding of the relevant situation, you agree that the portfolio risk tolerance is

best described as:  Investments should be safe, even if it means returns may not keep pace with

inflation.

C. Investment Objectives:

The overall investment objective for this portfolio is Preservation of Capital.

III. Restrictions and Limitations

Category Accounts/Portfolio

Additional Comments

Maximum duration of any individual bond at time of purchase is

one year.
Portfolio

Asset Class

Assets cannot be invested in the following asset classes:

Alternative Assets, Equity, Fixed Income - International Fixed

Income - Emerging Markets Bond, Fixed Income - International

Fixed Income - International Bond, Fixed Income - US High Yield

Portfolio

Minimum Credit Rating

At time of purchase, investments must have a minimum credit

rating of Moody's/S&P: A3/A-
Portfolio

DocuSign Envelope ID: 5FE76627-6F1F-4C0B-93D4-BF85999A607A

YTD YTD YTD YTD YTD YTD



IV. Strategic Asset Allocation

Asset Class Proposed Allocation (%)

Fixed Income - US Investment

Grade - Short
100.00

Total 100.00

V. Strategic Considerations

The Strategic Asset Allocation represents a customized investment framework with baseline allocation

percentages for each major asset class. The allocation has been developed using both quantitative

and qualitative input, data and processes and reflects your preferences. The assets of this portfolio

shall be diversified among various classes of investments, unless PNC is directed otherwise.

The PNC baseline Strategic Asset Allocation is a long-term strategic asset allocation that considers

equity, fixed income, alternative assets and cash according to your risk profile. PNC may make tactical

changes from time to time in these baseline Strategic Asset Allocation Strategies. In addition, your

account may vary from the baseline allocation due to changes in the value of assets in the account,

market conditions and account specific events, such as instructions from you.

VI. Investment Authority

PNC's investment authority for the accounts in the portfolio is defined as follows:

Account Name Account Number Investment Authority

STELLAR MLS BALANCE SHEET 20-50-xxxxxxx57 Full/Sole Discretion

VII. Performance Measurement

Portfolio performance will be measured against the following benchmarks:

Asset Class Percent Benchmark Name

Fixed Income - US Investment Grade - Short 100.0 % Barclays US Treasury (1-3 M)

VIII. Additional Comments

Primary investment objective is capital preservation.

Secondary investment objective is enhanced yield/income.

Portfolio constructed to target cash flows over the coming twelve months.

Monthly cash burn rate approximately $1.8mm per month, subject to change.

Allowed investments: US Govt money market funds, Prime money market funds, fixed income mutual

funds, fixed income exchange traded funds (ETFs), US T-bills/notes, US Agencies, and US Dollar

denominated bonds.

Mutual funds and ETFs must have daily liquidity and have an investment grade weighted average

credit rating.

DocuSign Envelope ID: 5FE76627-6F1F-4C0B-93D4-BF85999A607A
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IX. Signator’s Role

As financial circumstances, goals, investment objectives and preferences change, it is important that

you communicate those changes to us so that appropriate adjustments can be made in the portfolio.

The undersigned agree(s) that this Investment Policy Statement (IPS) applies to all of the accounts

that constitute the Portfolio in the aggregate.  PNC may manage each account to its own investment

objective as long as all accounts in the aggregate comply with this IPS.

Each of PNC and the Signator is signing this IPS in the capacity defined by the governing instrument

for each account listed in this IPS.  This IPS is subject to the terms and conditions, including the

standard of care and limitations of liability, of the documents, which constitute the governing

instruments for the applicable account(s).  This IPS has been accepted and approved by:

 MARK D SCHAFER Date

 MERRI JO COWEN Date

 SHAYNE  FAIRLEY Date

PNC BANK, NATIONAL ASSOCIATION

By :

JOHN P COATES, CFA, CAIA SVP, Sr. Investment Client Advisor

Date :  May 13, 2021

The PNC Financial Services Group, Inc. (“PNC”) uses the marketing name PNC Institutional Asset ManagementSM for the 
various discretionary and non-discretionary institutional investment activities conducted by PNC Bank, National Association 
(“PNC Bank”), which is a Member FDIC, and investment management activities conducted by PNC Capital Advisors, LLC, a 
registered investment adviser (“PNC Capital Advisors”). PNC Bank uses the marketing names PNC Retirement SolutionsSM and 
Vested Interest® to provide non-discretionary defined contribution plan services and PNC Institutional Advisory SolutionsSM to 
provide discretionary investment management, trustee, and other related services. Standalone custody, escrow, and directed 
trustee services; FDIC-insured banking products and services; and lending of funds are also provided through PNC Bank. 
Securities products, brokerage services, and managed account advisory services are offered by PNC Investments LLC, a 
registered broker-dealer and a registered investment adviser and member of FINRA and SIPC. PNC does not provide legal, tax, 
or accounting advice unless, with respect to tax advice, PNC Bank has entered into a written tax services agreement. PNC does 
not provide services in any jurisdiction in which it is not authorized to conduct business. PNC does not provide investment 
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Indices or Benchmarks. Indices are unmanaged, are not available for direct investment, and are not subject to management fees, transaction costs or 
other types of expenses that an account may incur. Indices performance results do not represent, and are not necessarily indicative of, the results that 
may be achieved in accounts investing in the corresponding investment strategy; actual account returns may vary significantly. For definitions of 
Indices/Benchmarks used herein, please refer to www.pnc.com/indexdefinitions.

The PNC Financial Services Group, Inc. (“PNC”) provides investment and wealth management, fiduciary services, FDIC-insured banking products and 
services, and lending of funds through its subsidiary, PNC Bank, National Association (“PNC Bank”), which is a Member FDIC, and provides certain 
fiduciary and agency services through PNC Delaware Trust Company. This report is furnished for the use of PNC and its clients and does not constitute 
the provision of investment advice to any person. It is not prepared with respect to the specific investment objectives, financial situation, or particular 
needs of any specific person. Use of this report is dependent upon the judgment and analysis applied by duly authorized investment personnel who 
consider a client’s individual account circumstances. Persons reading this report should consult with their PNC account representative regarding the 
appropriateness of investing in any securities or adopting any investment strategies discussed or recommended in this report and should understand 
that statements regarding future prospects may not be realized. 

The information contained in this report was obtained from sources deemed reliable. Such information is not guaranteed as to its accuracy, timeliness, 
or completeness by PNC. The information contained in this report and the opinions expressed herein are subject to change without notice. Past 
performance is no guarantee of future results. Neither the information in this report nor any opinion expressed herein constitutes an offer to buy or 
sell, nor a recommendation to buy or sell, any security or financial instrument. 

Accounts managed by PNC and its affiliates may take positions from time to time in securities recommended and followed by PNC affiliates. PNC does 
not provide legal, tax, or accounting advice and does not provide services in any jurisdiction in which it is not authorized to conduct business. PNC Bank 
is not registered as a municipal advisor under the Dodd-Frank Wall Street Reform and Consumer Protection Act ("Act"). Investment management and 
related products services provided to a “municipal entity” or “obligated person” regarding "proceeds of municipal securities" (as such terms are 
defined in the Act) will be provided by PNC Capital Advisors, LLC, a wholly-owned subsidiary of PNC Bank and SEC registered investment adviser. 
Securities are not bank deposits, nor are they backed or guaranteed by PNC or any of its affiliates, and are not issued by, insured by, guaranteed by, 
or obligations of the FDIC or the Federal Reserve Board. Securities involve investment risks, including possible loss of principal. 

Investments: Not FDIC Insured. No Bank Guarantee. May Lose Value.

“PNC” is a registered mark of The PNC Financial Services Group, Inc.

©2022 The PNC Financial Services Group, Inc. All rights reserved. 
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Disclosure

This presentation is for informational purposes only and is intended to be used as a basis for further discussions with PNC 
Bank, National Association (“PNC Bank”) investment professionals and your legal, accounting and other financial 
advisors. Nothing in this presentation is or should be construed as an offer or recommendation to buy or sell any security or 
adopt any particular investment asset allocation or strategy. Diversification does not assure a profit nor protect against 
loss. No investment strategy or risk management technique can guarantee returns or eliminate risk in any market 
environment.

All data, facts, assumptions, opinions and analysis provided herein are as of the date of this presentation (or other stated 
date) and are subject to change without notice. PNC Bank assumes no responsibility to review or update this presentation or 
any data, facts, assumptions, opinions, analysis or other information provided herein. 

This presentation was prepared using proprietary and third party data and software. PNC Bank makes no representation or 
warranty of any kind, express or implied, regarding the timeliness, accuracy or completeness of such data and assumes no 
liability for damages resulting from or arising out of the use of such data or software. All such data is provided on an “as is” 
basis. PNC Bank assumes no obligation to verify or update such data. The imprecision of such data, malfunctions of 
software or other technology and programming inaccuracies could compromise the accuracy of this report. 

Returns and other measures of performance in this presentation represent past performance. Past performance is no 
guarantee of future results, and investments may lose money.

The PNC Financial Services Group, Inc. (“PNC”) uses the marketing name PNC Institutional Asset Management® for the 
various discretionary and non-discretionary institutional investment, trustee, custody, consulting, and related services 
provided by PNC Bank, National Association (“PNC Bank”), which is a Member FDIC, and investment management activities 
conducted by PNC Capital Advisors, LLC, an SEC-registered investment adviser and wholly-owned subsidiary of PNC Bank. 

PNC does not provide legal, tax, or accounting advice unless, with respect to tax advice, PNC Bank has entered into a written
tax services agreement. PNC Bank is not registered as a municipal advisor under the Dodd-Frank Wall Street Reform and 
Consumer Protection Act. 

“PNC Institutional Asset Management” is a registered mark of The PNC Financial Services Group, Inc. 

Investments: Not FDIC Insured. No Bank Guarantee. May Lose Value. 

©2022 The PNC Financial Services Group, Inc. All rights reserved.
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