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Executive summary

Introduction

Much of the world continues to move past the COVID-19 pandemic, but its remarkable effects on economies and policies remain top of mind as a new set of
uncertainties enters the picture. Historic pandemic-era moves by both fiscal and monetary policymakers had already reawakened inflation after a multi-
decade slumber in most economies. Then Russia’s invasion of Ukraine exacerbated these inflationary pressures while also exerting downward pressure on
economic growth through a surge in commodity/energy prices. Markets are contending with all this, just as some major central banks are tightening policy. Our
outlook seeks to assess the balance of geopolitical risks against a backdrop of elevated global inflation and diverging monetary policy.

Our base case

We assume in our base case that hostilities continue in the current vein without the escalation that might cause an abrupt disruption to Russian energy
supplies to Europe (either because of an EU boycott or an embargo from Russia). With uninterrupted energy supplies but still high energy prices, Europe
faces high inflation and slowing growth through 2022 and into 2023, a challenging combination that we expect to translate into only one or two ECB rate hikes
in 2022. In the US, we expect continued momentum from the post-Omicron reopening to help sustain growth despite the Federal Reserve’s (Fed) aims to
achieve a neutral policy rate as quickly as possible during 2022, in addition to shrinking its balance sheet. In contrast with major developed Western
economies, China continues to be in a

substantially different cyclical position, largely driven by continuing challenges resulting from the pandemic. We expect a reacceleration of Chinese growth in
the second half of 2022, largely driven by policy support. Average market volatility is likely to remain higher than in 2021 as markets digest tighter monetary
conditions.

Russian Energy Cut-off Scenario
The world experiences an energy shock by a Russian embargo or European boycott of energy trade, resulting in significantly higher inflation, especially in
Europe. We assume this results in stagflation in Europe and bites into real incomes throughout the globe, resulting in overall lower global growth.

Improved War Outlook Scenario

Asurprise de-escalation of hostilities almost eliminates the risk of an embargo or boycott on Russian energy, in turn reducing the current geopolitical risk
premium in energy prices and other key commaodities. We expect this to yield overall higher growth and expand the leeway for central banks to tighten monetary
policy globally.

Our base case anticipates higher inflation Our Russian energy cutoff scenario Our improved war outlook scenario

and slowing growth globally, but not anticipates higher inflation and lower anticipates more growth and lower

recession. growth globally, with a higher risk of inflation globally but more policy
recession. tightening for most major developed

economies.




Summary of our scenarios and related asset allocation guidance

Russia energy cutoff _ Russia-Ukraine de-escalation

Global energy shock results in significantly higher inflation, resulting Inflation peaks in mid-2022, cooling gradually into 2023. DM central A surprise de-escalation of hostilities reduces current geopolitical risk
in stagflation and recession in Europe and accompanied by lower banks maintain current tightening expectations. premia in commodities, resulting in higher growth, lower inflation,
real incomes and growth globally. Economies glide into trend real growth rates. and tighter monetary policy globally.
Underweight risk relative to benchmark. Yield curves to bear flatten in Neutral risk stance relative to benchmark. Expect modest positive returns Overweight risk relative to benchmark. Expect a reacceleration in growth,
Portfolio 1970s style. Underweight cyclical sectors except energy. Short duration with narrow dispersion in performance between bonds, credit, and with higher bond yields, even tighter monetary policy, and rising global risk
Stance stance, favoring inflation-linked bonds. equities. Overweight equities relative to fixed income, tilted to appetite. Overweight risk credit, sovereign bonds versus credit, value-
Outperformance of more liquid/defensive parts of market. defensives, qU?"tV a.nd low V9|at|||ty- oriented regions, and cyclical sectors.
Underweight risky credit. Underweight duration.
@ @ @ @ L L
Equity us DM us Neutral DM ex-US EM
Regions over DM over EM over DM ex-US DM vs. EM over US over DM
ex-US

® ® ® ® ® ® ® ® ® ® ® ®

Equity Energy Real Large Low Info Health Large Quality Industrials Financials Value Small/
Sectors/Factors estate caps volatility tech care caps Mid caps

® ® ® @ @ @ ® ® &

Fixed Government Quality credit Inflation-linked Quality credit Neutral Nominal Short Risky credit Credit
Income over credit over risky bonds over risky duration bonds duration over quality over
over nominal over inflation-linked government

® ® ® ® ® ® ®

Commodities / 1st lien Core real Value add Core+ Energy 2nd lien Large buyout
Alternatives private credit estate real estate infrastructure private credit
@ @ { @ @ @ L @ @
usD BRL CAD IDR CAD usD EUR AUD ZAR

Currencies

Source: Invesco. The asset choices are designed to show our favored assets within a diversified selection of asset categories. Diversification does not guarantee a profit or eliminate the risk of
loss. 3



We see inflation peaking in mid-2022, accompanied by tighter monetary policy
Commodity prices and availability are key in determining effects on economies

More inflation
less growth

Russian energy cutoff

Stagflation in Europe, and

worse inflation across most
economies

US and China to print
weaker growth

Less monetary tightening in
afflicted DMs and EMs

Base case

Inflation peaks in mid-2022, cooling
gradually into 2023

Fed tightens toward neutral, ECB hikes
marginally, and PBoC may ease

Growth lower due to elevated com-

modity prices but returning to trend rates
in 2023

A

Higher probability

Less inflation
more growth

Easing of tensions with
Russia

Inflation impact less severe,
along with higher growth

Greater growth helps
enable monetary policy-
makers to tighten more
aggressively

e While there are a variety of upside and downside risks, we view energy prices and their impacts on inflation as the distinguishing
variable across our scenarios. That, in turn, means the outlook for the back half of 2022 is largely dependent on what happens vis-
a-vis the Russia-Ukraine crisis.

¢ In our base case scenario, we believe inflation will peak mid-year 2022 and slowly moderate in the US and other major developed
countries as squeezed real incomes and monetary tightening reduce demand.

Source: Invesco. For illustrative purposes only.

u “

e |
EERNRun gl
Rlnp 18
II~ . ".."!_
Iy o (1101}
!:EEE - l'llu?;_:!,
=.'.",,:-'- ERnER gy gt
[ ER
£ o o o
EEE I 1“,"“"55
iy -
e |11V
U111
ENRN g gES
INRER g g B0
r"n '?.%
ek
8
188
i
#
ns
i
128




Where are we in the cycle?
Inflation headwinds and slowing growth indicate many developed markets are in late cycle

While pandemic-driven factors
continue to complicate cycle
analysis, we nevertheless see
higher inflation and slowing
growth, indicating a late-cycle
environment.

The remainder of 2022 is likely to
bring a slowdown in growth for
major developed economies, but
we expect growth to pick up to
trend rates as economies digest
current geopolitical tensions.

Major Western central banks
such as the Fed are in the midst of
adelicate balancing act, trying to
tighten monetary policy enough
to cool the economy and lower
inflation but not tightening so
much as to send their respective
economies into recession.

US GDP growth during business cycles

Change in GDP Relative to Prior Peak
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Sources: Macrobond, OECD and US Bureau of Economic analysis. As of March 31,

2022.
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End of cycle dashboard
Risks to the cycle are elevated

US Consumer Price Index US Treasury Yield Curve
(10-Year US Treasury Rate minus 2-Year US Treasury Rate)
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Source: US Bureau of Labor Statistics, 4/30/22 and Bloomberg, 5/13/22. BBB spreads are represented by the option-adjusted spread of the Bloomberg US Corporate Bond Index. The option-adjusted spread
(OAS) is the measurement of the spread of a fixed-income security rate and the risk-free rate of return, which is then adjusted to account for an embedded option, such as calling back or redeeming the issue
early. See appendix for index definitions. The yield curve plots interest rates, at a set point in time, of bonds having equal credit quality but differing maturity dates to project future interest rate changes and
economic activity.
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What’s the direction of economies?
US, eurozone growth to continue slowing; China to slow temporarily before reaccelerating

GDP growth figures ahead
Invesco’s assumptions for year-over-year GDP growth
B United States B Eurozone H China
%
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. /\
10

Year-over-year percent change
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Sources: Bloomberg L.P. and Invesco, as of April 30, 2022. Dashed lines indicate expected growth path. There can be no assurance that stated figures for future dates will be
realized.

¢ Following large fiscal programs and very accommodative monetary policy, we
see economies continuing to slow from their elevated post-pandemic growth
rates and converging to trend in 2023 — but with key challenges.

¢ We see the US and eurozone (EZ) benefiting from a post-Omicron
reopening in the second half of 2022, gliding into trend growth rates as we
move through 2022.

¢ The eurozone is challenged by higher energy prices (and potentially curtailed
supply) as well as the loss of export markets due to the war in Ukraine. These
effects are likely to be at their most significant in the middle of 2022 as
markets assess geopolitical risk premia.

¢ Chinese growth is in what we see as a temporary period of slower growth
driven by COVID-19-related factors. However, we expect a policy-induced
reacceleration throughout the rest of 2022 and areturn to potential
thereafter.
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A slowdown seems inevitable: High commodity prices as a tax on consumers

Components of the DBIQ Optimum Yield Diversified Commodity Index US Real Disposable Income
Percentage change since first trading day of 2021
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Source of left chart: Source: Deutsche Bank, Invesco ETFs, FactSet, 12/31/21. Source of right chart: Bureau of Economic Analysis, 12/31/21. DBIQ Optimum Yield Diversified
Commodity Index is based on 14 commodities drawn from the energy, precious metals, industrial metals and agriculture sectors. The 14 sub index components of the index are
Aluminum, Brent Crude, Copper, Corn, Gold, Heating Oil, Light Crude, Natural Gas, RBOB Gasoline, Silver, Soybean, Sugar, Wheat and Zinc.
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A slowdown seems inevitable: tighter financial conditions

Financial Conditions and Institute for Supply Management (ISM) Manufacturing Purchasing Managers’ Index
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restrict economic growth
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Sources: Bloomberg L.P., Goldman Sachs, Macrobond, 5/31/22. Notes: The US Financial Conditions Index includes the federal funds rate, 10-year Treasury bond yield, BBB corporate bond spread, S&P 500
and US dollar. PMI = Purchasing Managers Index. Shaded areas denote National Bureau of Economic Research-defined US recessions. An investment cannot be made in an index. See appendix for index

definitions. Past performance does not guarantee future results.
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Inflation expectations are up but concentrated in the near term
Longer-term inflation expectations remain reasonably anchored

¢ Heightened inflation

expectations hasten monetary Market-based expectations are elevated in US and Europe — but focused
policy tightening cycles, which in shorter term
in turn hasten the end of m USD(A) ® GBP(B) ® EUR(Q) " JPY(D)

business cycles.
%
e Currently, inflation is well

above the US Federal 10
Reserve’s (Fed’s) “comfort

zone,” and 1-year inflation

expectations for the US, UK,

and the eurozone, both

(8)

market-based and 8
consumer survey-based, are high.
However, longer-term inflation
expectations appear relatively
well-anchored.

(€

¢ A historical perspective is
also encouraging when
we look at the US. Inflation
expectations ahead of the 1980
and 1991 recessions were
elevated for the 1-year ahead and

(A)

5-10 year ahead periods. That is
not the case now, as longer-term
inflation expectations are not
nearly as high. This anchoring
may provide the Fed with the

Implied Inflation Rate, Annualized
(o))

cover to not tighten policy so 2 \\
significantly that a recession (D)

ensues.

1y 2Y 3Y a4y 5Y 6Y 7Y 8y 9y 10Y

Sources: Bloomberg L.P., Macrobond, University of Michigan and Invesco, as of April 29,
2022.

US consumer inflation expectations are concentrated in near term
- unlike past inflation episodes

University of Michigan Survey of Consumers:Median Inflation Expectations in...
B 1Year B 5-10Years
%
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Inflation may be peaking but is it enough?

M2 Money Supply and Consumer Price Producer Price Index Final Demand Average Hourly Earnings
Index
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Source: US Federal Reserve, US Bureau of Labor Statistics, 4/30/22. M2 is a measure of the U.S. money stock that includes M1 (currency and coins held by the non-bank public, checkable deposits, and
travelers' checks) plus savings deposits (including money market deposit accounts), small time deposits under $100,000, and shares in retail money market mutual funds. Producer prices (output) are a
measure of the change in the price of goods as they leave their place of production (prices received by domestic producers for their outputs either on the domestic or foreign market).

FOR INSTITUTIONAL INVESTOR USE ONLY — NOT FOR USE WITH THE PUBLIC
4> Invesco 11



A significant monetary policy pivot
Tightening expectations are up dramatically in 2022 on higher and sustained inflation

Amount of Tightening Expected in 2022

m Expectations as of Jan. 4,2022 m Expectations now e Cyrrent rate
35

3.0

25

2.0

15

Rate Expected by December 2022

Federal Reserve European Central Bank Bank of England Bank of Japan

Sources: Bloomberg L.P. and Invesco, as of May 3, 2022. Expectations are based on the implied forward rate expressed in the appropriate overnight index swaps (OIS)
curves.

In stark contrast with the end of 2021, expectations for monetary policy
have evolved to indicate a rapid pace of tightening across the Federal
Reserve, Bank of England, and even some expectation of ECB tightening.

The degree of tightening possible is dictated in large part by the health of
the underlying economy. Despite various global growth headwinds,
policymakers are nevertheless focused on addressing inflation (though the
BoE recently signaled concern about the UK economy).

For the Fed, we see a tightening cycle in line with market pricing, with the
policy rate ranging between 2.50-3.00 by Q1 2023, resulting in a neutral to
slightly restrictive policy stance. As a result, we expect the entire yield curve
to flatten by year-end.

We have already seen a tightening of financial conditions (and aloss of
spending power) in some major developed economies that should help to
cool demand.

12



China likely to reaccelerate in second half of 2022
Slowdown is likely to moderate as COVID-19 fades and policy support takes effect

e Asurge of COVID-19 cases in

China has brought with it China COVID-19 daily confirmed cases Relative size of China’s fiscal policy stimulus
renewed challenges for B Beijing ™ Shanghai ® Jilin ™ Others B |ncrease in central and local government spending Increase
growth. B innettax cuts and tax refunds
. B Increase in local government fund spending
* While we see growth challenged 3,500 — = Totalincrease in government spending and tax cuts
in the first half of 2022, we
expect a rebound in the second 6 5.4
half of the year driven by a
combination of fiscal and 3,000

monetary policy measures in
contrast with many Western
developed markets.

o 2500
e As of early May, around 18% of &
China’s GDP is impacted by COVID- g
19 restrictions — based on adding o 2,000 .
up the share of cities with high 'g ! 5
and medium risk designations 1S g
coupled with cities that have _5 E
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Sources: Left: China National Health Commission, Lilac Family Garden Clinics and Invesco. Right: Estimates by Invesco from Xinhua News Agency. As of May 3, 2022. Lockdown data: Wind, CITI Investment

Research. 13



Some emerging markets are already battling inflation — and some complacent
Diverging inflation and monetary policy in emerging markets

Major emerging markets: Deviation from inflation target mid-point and change in policy rate since January 2021

B Emerging markets B Developed markets
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Note: Policy rate is 1-year base lending rate for China. For US inflation, PCE deflator is used instead of CPI. Inflation data are as of March 2022, except for eurozone, where April 2022 data is
Seeatces: Central bank documents, CEIC data and Invesco.

1200

e Higher inflation led to

aggressive policy rate hikes

last year in some EMs

(including Russia, Brazil

and Mexico) where inflation
expectations are not anchored. The
Russia-Ukraine war is likely to force
further rate hikes in those EMs,
which should result in a
considerable slowdown in economic
growth.

On the other hand, major EMs in
Asia, where inflation has not been
elevated, should continue to limit
rate hikes this year, thus being
able to maintain decent economic
growth.
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Dollar strength likely to continue, except against commodity EM currencies
Elevated commodity prices and diverging monetary policy paint mixed picture

Dollar versus yield spread

B Real effective USD B Bond yield spread (%, RHS)
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B Trade-weighted EM FXindex Real cBmmodity prices (RHS) Fed rate hike

periods [ Fed rate cut periods

130 140
120

110 100
80

90 60
40

70 20

76 79 82 85 88 91 94 97 00 03 06 09

Left: Sources: Refinitiv Datastream and Invesco, as of May 3, 2022. Monthly data from January 1978 to April 2022. Bond yield spread is US 10-year yield minus average 10-year yield of Germany, Japan and UK.

Right: Monthly data from January 1976 to April 2022. Real trade-weighted EM FX index is a trade-weighted average of national currencies versus US dollar (trade weights are based on total trade flows for each country). There are 18

currencies in  the EM basket — those of China, Brazil, South Korea, Mexico, Singapore, India, Russia, Poland, Thailand, Turkey, Czech Republic, Malaysia, Indonesia, Hungary, Philippines, South Africa, Chile and Nigeria. Real adjustments use

national CPlindices versus that of the US. Real commodity price index is based on the S&P GSCI Commodity Spot Price Index, adjusted by the US CPlindex. All indices rebased to 100 as of January 1976. As of April 29, 2022.

Sources: IMF, OECD, Oxford Economics, S&P GSClI, Refinitiv Datastream, Invesco. Past performance is no guarantee of future returns.

e The US dollar has strengthened
towards the peaks of recent
decades (in real effective terms).
There may be a risk-premium
effect due to the war in Ukraine,
but the appreciation was also
likely in anticipation of
a tighter Fed (Bond spreads
have now moved in favor of the
dollar).

e EM currencies (as a group) have
historically been closely
correlated with commodity prices
(more so than to Fed policy), and
we would expect that to continue.

¢ However, commodity exporters
and commodity consumers are
likely to see diverging
performance, which we expect to
continue to be reflected in their
currency performance.



Risk scenario: A complete cutoff of Russian energy

Greater tensions may spell stagflation in Europe and higher inflation globally

Russian energy in Europe

%
45

40

35

30

25

20

15

10

Share of natural gas in final energy consumption [2020]

Tolerable impact

Significant effect
L UK
@ Netherlands Danger zone
@ 'taly @ Hungary
@ Belgium
Romania Ukraine @ Germany
® ® ® Slovakia
France @ Czechia
® Austria
°® ® Moldova
Ireland () @ Croatia )
Luxembourg @ switzerland Slovenia Poland Bulgaria
L X °
® @ Denmark @ Py Estonia
Portugal @ Spain Lithuania :
Serbia i
@ Greece Latvia @
Finland
Minimal to no impact N. Macedonia
0 10 20 30 40 50 60 70 80 90 100%

Share of natural gas from Russia

Source: Bruegel: McWilliams, B., Sgaravatti, G., Tagliapietra, S. and G. Zachmann (2022) ‘Preparing for the first winter without Russian gas,’ Bruegel Blog, Feb. 28,

2022.

Among our concerns for the
outlook is the future of Russian
energy supply to Europe.
Indeed, the EU and

other countries have already
sanctioned Russian coal.

Europe is heavily dependent on
Russian energy, especially gas.
Russia was the source of 22.5% of
Europe’s primary energy in 2020 and
34.2% of its natural gas.

Despite the importance of Russian
energy, a cut-off of these supplies
may be possible if tensions were to
ramp up significantly. Already, the
EU has announced plans to end
purchases of oil by the end of 2022.

A sudden complete loss of Russian
energy in the European market
would likely result in stagflation in
Europe, as well

as higher commodity prices globally.
In this environment, we would
expect weaker global growth and
higher inflation.
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Risk scenario: A surprise easing of Russia-Ukraine tensions
If the world registers a peak in tensions, prices and growth are likely to improve

International Monetary Fund 2022 growth forecasts, before and with Russia-Ukraine war

B With War B Before War

%

6

Annual real GDP 2022 year-over-year change
w

World United States

Sources: IMF World Economic Outlooks, January 2022 update and April 2022
edition.

Eurozone

Emerging Markets

China

¢ Asignificant easing of tensions

would likely result in a rebound
in global GDP as geopolitical risk
premia on key commodities fades
more quickly.

Regardless, the impacts of lost
harvests, destruction of
infrastructure, sanctions, and
change of energy strategy are

likely to have lasting

implications that will not fade, so we
would not expect growth forecasts
to immediately

return to pre-invasion levels. We
would also expect acontinuation of
some (but less) inflationary
pressures.

¢ Therefore, we believe an easing

of tensions is likely to result in
more aggressive

monetary policy tightening for
most major developed central
banks.

13



Tactical Asset Allocation:
Macro Framework

Recovery
Growth V below trend &

Economic Regime A accelerating

Monetary Policy

Direction Sl sz

Note: Economies can move backwards and forwards in this framework.

Expansion
Growth A above trend &
A accelerating

Tightening

Slowdown
Growth A above trend &
V decelerating

Tight

Contraction
Growth V below trend &
V decelerating

Easing

~15% of the
business cycle

Risk Credit
* High Yield, Bank Loans
* EM Local Debt

Equity
*  Cyclicals, Value, Small
*  Emerging Markets

Market Leadership
(Ranked by expected
outperformance)

High Quality Credit

* |G Corporate

Government Bonds
Ml - Intermediate Duration
* Nominal Bonds

For illustrative purposes only. We define policy easing as the US Federal Reserve lowering interest rates and/or expanding their balance sheet. Still easy suggests that the US Federal Reserve is maintaining
the lower interest rate policy and/or continuing their bond-buying program. Tightening suggests that the US Federal Reserve is tapering asset purchases and/or beginning to raise interest rates. Tight policy

~ 35% of the
business cycle
Equity

*  Cyclicals

Risk Credit
* High Yield, Bank Loans
* EM Hard Currency

High Quality Credit
* |G Corporate

Government Bonds
*  Short Duration
* |nflation-Linked Bonds

suggests that the US Federal Reserve is raising rates in an effort to ease inflation concerns.

4 Invesco
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~ 35% of the
business cycle
Equity

* Quality, Defensive, Low
Volatility

Government Bonds
* Long Duration
*  Nominal Bonds

High Quality Credit
* |G Corporate

Risk Credit
* High Yield, Bank Loans
* EM Hard Currency

. ~15% of the

business cycle

Government Bonds
* Long Duration
*  Nominal Bonds

High Quality Credit
* |G Corporate

Risk Credit
* High Yield, Bank Loans
* EM Hard Currency

Equity
* Quality, Defensive
* Low Volatility




Relative tactical asset allocation positioning

Neutral risk stance, with modest overweight to defensive equities

Neutral risk stance, with modest overweight to equities, titled toward
US and defensive sectors. Neutral duration risk and underweight credit,
expecting rates to peak. Expect higher volatility and narrow dispersionin
returns across asset classes.

Equities: Favor US equities with a bias towards quality and larger
capitalization. Peaking rates and slower growth to favor a more defensive
posture in factor/style exposures.

Fixed Income: Neutral duration risk and underweight credit risk. As
the cycle matures, expect credit spreads to widen, especially in
lower-quality segments.

FX: Overweight the USD vs majors (EUR, GBP, JPY).

Source: Invesco Investment Solutions, April 2022. Note: For illustrative purposes only. Asset
dibesatioinguarantee a profit or eliminate the risk of
loss.

Relative Tactical Asset Allocation Positioning: Base Case

Max
Oo/W -U/W

Fixed Income

us

DM

Defensives

Growth

Large cap

Government

Quality credit

Short duration

US Treasuries

Nominal bonds

US dollar

Portfolio Risk
below average

Neutral
Y

<O

P
S

S

O

Max
U/W-0/W

Equities

DM ex-US

EM

Cyclicals

Value

Small cap

Credit

Risky credit

Long duration

DM ex-US govt

In lation-linked bonds

Non-USD FX

Portfolio Risk
above average
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Relative tactical asset allocation positioning

Investing in Fixed Income*

e The macro backdrop of tightening financial conditions in sequentially slowing growth is
negative for credit asset classes, but valuations have dramatically improved in the recent
quarter.

¢ We are neutral on investment grade and high yield credit. However, we favor getting yield
by increasing duration rather than taking more credit risk. Emerging market credit bonds
also scored highly from a valuation perspective and are attractive, in our view.

® Bank Loans are supported by strong credit fundamentals, but now that much of the
Federal Reserve’s near-term rate hikes are priced in, floating rate assets are less
attractive.

Investing in Equities**

e Across scenarios, our sector allocations are a by-product of our factor/style allocations.

¢ In our base case scenario, we expect slowing growth and peaking inflation to support
moderate outperformance of defensive sectors with quality characteristics (IT,
communication services, health care, real estate, and consumer staples).

e Favor quality and large caps, given slowing growth expectations and peaking long-term
bond yields.

e Favor US equities over developed markets ex-US, as the global slowdown favors
regions with lower cyclical exposure and lower operating leverage.

* Source: Invesco Fixed Income.
** Source: Invesco Investment
Solutions.

Absolute Tactical Asset Allocation Positioning: Base Case
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2022 Investment outlook: Tactical asset allocation

Investing in Commodities*

¢ Energy and grain supplies remain tight due to Russian/Ukraine conflict, while significant
embedded premium increases downside vulnerability.

e Weather is a critical swing factor in agriculture, especially as we enter the US growing
season.

¢ The Federal Reserve is embarking on an aggressive and delayed response to inflation. A
meaningful slowdown in economic growth may see a transition in leadership from
energy to precious metals.

¢ Industrial metals face the dual headwinds of the ongoing slowdown in China and Federal
Reserve tightening.

Investing in Alternatives**

e Within the private equity space, buyout and venture strategies may face headwinds driven by
relatively high valuations and an increasing supply of dry powder competing for deals.

e Direct lending strategies should continue to benefit from strong credit fundamentals and have
the potential to benefit from increasing interest rates given their floating rate structure.

¢ Real assets respond favorably to inflation, both as a result of increasing revenue as well as
physical asset appreciation. The potential for a continued rebound in global trade, passenger
travel and office occupancy, coupled with relatively attractive valuations and inflation
protection, results in a favorable outlook. We have upgraded infrastructure as it has a slightly
lower beta to GDP growth.

¢ We establish a neutral stance on hedge funds as active management may prove valuable in
a difficult investing environment of slowing growth and rising rates.

* Source: Invesco Systemic & Factor Investing, ETF and Indexing teams.

** Source: Invesco Investment Solutions. Alternatives tactical asset valuations represent our view of which asset classes are

likglyised to outperform over an approximate 3- to 5-year
timeframe.

Absolute Tactical Asset Allocation Positioning: Base Case
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Elevated inflation and rising rates expected in the coming year
Alternatives may help traditional 60/40 portfolios weather shocks to inflation, rates, and equities

¢ In our base case, the presence of
higher-than- average inflation and Optimizing a traditional 60/40 (EQ/FI) portfolio with alternatives results in Forward-looking risk scenarios are improved compared to the original
a series of interest rate hikes a 55/25/20 (EQ/FI/Alts) blend portfolio
warrants building a portfolio that
can sustain nominal returns in a
challenging and unfamiliar Global ex-US 6.96%
regime. By optimizing a equities
traditional 60/40 portfolio with
inflation-sensitive
assets like real estate and
commodities and substituting
aggregate fixed income for higher
yielding credit with lower
duration, our forward- looking risk
model anticipates improved
performance across a variety of
macro and market scenarios.

H Original H Optimized

Average bonds

* |n a more defensive, inflation-
driven scenarios like the
“European Stagflation,” improved
outcomes for core real estate and
commodities may offset exposure
to riskier credit.

Private credit

Core real estate

¢ In a higher growth scenario like
the “Silver Lining Playbook,” the
expected outperformance of US equities
private credit and loans,
combined with the lower
portfolio- level tilts to fixed
income may prove valuable as -8.53% -8.46%
risk appetite increases.

Portfolio profit & loss (%)

Commodities

Broadly syndicated loans

10 Yr Treasury Inflation US Equity
o)
+100 Bps +100 Bps -15% Drawdown

Source: Invesco Vision. Hypothetical scenarios produced by MSCI Barra as of Dec. 31, 2021. Performance, whether actual or hypothetical, is no guarantee of future
performance. Please see additional information about the Optimized Portfolio Analysis and Invesco Vision on page 20.
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Investment risks

The value of investments and any income will fluctuate (this may partly be the result of
exchange rate fluctuations) and investors may not get back the full amount invested.
Past performance is not a guide to future returns.

Back-tested index data (Page 14)

Pre-inception performance (i.e., back-tested) is not an indication of or guarantee of future
results. Actual performance may vary significantly from any hypothetical or historical
performance shown for the index. Charts and graphs herein may reflect hypothetical
historical performance. All information prior to the inception date is back-tested, and is
provided for informational purposes to illustrate the effects of a strategy during a specific
period. Back- tested performance is not actual performance, but is hypothetical and based
on criteria applied retroactively with the benefit of hindsight and knowledge of factors that
may have positively affected its performance, and cannot account for all financial risks that
may affect the actual performance. Back-tested data calculations are based on the same
methodology that was in effect when the index(es) was officially incepted. Back-tested
performance results have certain limitations. Such results do not represent the impact of
material economic and market factors might have on an investment advisor’s decision-
making process if the advisor were actually managing client money. There is no assurance
that the future performance of any specific investment strategy presented herein will be
profitable or equal to past hypothetical performance levels. It is not possible to invest
directly in an index.

Returns among asset classes tend to converge during
slowdown regimes

¢ Equities = MSCI All World Index minus Bloomberg US Generic
Government 3 Month Yield Index.

¢ High Yield = Bloomberg High Yield Index minus Bloomberg US Generic Government 3
Month Yield Index.

¢ Bank Loans = Credit Suisse Leveraged Loan Index minus Bloomberg US Generic
Government 3 Month Yield Index

¢ Investment Grade = Bloomberg US Corporate Bond Index minus Bloomberg US
Generic  Government 3 Month Yield Index

e Government Bonds = FTSE US Global Bond Index 7-10 Yr. Index minus Bloomberg US
Generic Government 3 Month Yield Index. For the 10-Yr Treasuries, FTSE US 10-Year
Treasury On-the- Run Total Return Index is used from 1985 onward.

Prior to 1985, history is back-filled with estimated total returns using 10-Yryields
from Bloomberg between 1970 and 1985.

All information presented prior to the inception dates is back-tested.

Back-tested performance is not actual performance, but is hypothetical.

Although back-tested data may be prepared with the benefit of hindsight, these calculations
are based on the same methodology that was in effect when the index was officially
launched.

Index returns do not reflect payment of any sales charges or fees.
Performance, actual or hypothetical, is not a guarantee of future

results. Aninvestment cannot be made in an index.

Optimized portfolio analysis and Invesco Vision (Page 18)

To develop the portfolios the following portfolio optimization parameters were applied:
Equity allocation minimum set to 50%. Traditional Fixed Income allocation minimum set to
25%.

Alternatives allocation maximum set to 25% for the portfolio, capped at 5% for each
individual allocation in the Alts space.

The scenario analysis uses hypothetical profit and loss metrics based on MSCI Barra’s factor
risk model within Invesco Vision for the purposes of stress testing asset classes and portfolios
through various economic and market shocks.

Asset class proxies for US Equities, Global ex US Equities, Aggregate Bonds, Private Credit,
Core Real Estate, Commodities, and Broadly Syndicated Loans are as follows: Russell 3000
Index, MSCI ACWI ex-US Index, Bloomberg US Aggregate Index, Cliffwater Senior Direct
Lending Index, ODCE Value Weighted Index, Bloomberg Commodity Index, and the Credit
Suisse Leveraged Loan Index, respectively. Performance, whether actual or hypothetical, is
no guarantee of future performance. An investment cannot be made directly into an index.

Designed by Invesco Investment Solutions (1IS), Invesco Vision is a decision support system
that combines analytical and diagnostic capabilities to foster better portfolio management
decision-making. Invesco Vision incorporates capital market assumptions (CMAs) developed
by IIS, proprietary risk forecasts, and robust optimization techniques to help guide our
portfolio construction and rebalancing processes. Advanced risk management approaches
have been incorporated into the system such as de-smoothing of alternative risk factors,
multi-asset factor decompositions, in addition to stress test analyses (both historical and
hypothetical) to understand the drivers of volatility within our portfolios. By helping
investors and researchers better understand portfolio risks and trade-offs, it helps to
identify potential solutions best aligned with their specific preferences and objectives.

Invesco Vision can be used in practice to develop solutions across a range of challenges
encountered in the marketplace. The analysis output and insights shown here from
Invesco Vision do not take into account any individual investor’s investment objectives,
financial situation or particular needs. The insights are not intended as
recommendations to invest in a specific asset class or strategy, or as a promise of future
performance. For additional information on our methodology, please refer to the
comprehensive white paper, Invesco Vision: Portfolio Management Decision Support
System.

Important information

This marketing communication is for Professional Clients only in Dubai, Jersey, Guernsey, Isle
of Man, Ireland, Continental Europe (as defined below) and the UK; for Institutional
Investors only in the United States, for Sophisticated or Professional Investors in Australia; in
New Zealand

for wholesale investors (as defined in the Financial Markets Conduct Act); for Professional
Investors in Hong Kong; for Qualified Institutional Investors in Japan; in Taiwan for Qualified
Institutions/Sophisticated Investors; in Singapore for Institutional/Accredited Investors;

for Qualified Institutional Investors and/or certain specific institutional investors in
Thailand;

in Canada, this document is restricted to Accredited Investors as defined under National
Instrument 45-106. It is not intended for and should not be distributed to, or relied upon by,
the public or retail investors. Please do not redistribute this document. For the distribution
of this document, Continental Europe is defined as Austria, Belgium, Denmark, Finland,
France, Germany, Greece, Italy, Liechtenstein, Luxembourg, Netherlands, Norway,
Portugal, Spain, Switzerland and Sweden.

This marketing communication is not intended as a recommendation to invest in any
particular  asset class, security, strategy or product for a particular investor. Investors should
consult a financial professional before making any investment decisions. This report
contains general information only and does not take into account individual objectives,
taxation position or financial needs. Nor does this constitute a recommendation of the
suitability of any investment strategy or product for a particular investor. Investors should
consult a financial professional before making any investment decisions. It is not an offer to
buy or sell or a solicitation of an offer to buy or sell any security or instrument or to
participate in any trading strategy to any person in any jurisdiction in which such an offer or
solicitation is not authorized or to any person to whom it would be unlawful to market such
an offer or solicitation. It does not form part of any prospectus. While great care has been
taken to ensure that the information contained herein

is accurate, no responsibility can be accepted for any errors, mistakes or omissions or for
any action taken in reliance thereon.

The opinions expressed are those of the individuals expressing them personally and may
differ from the opinions of other Invesco investment professionals. Opinions are based
upon current market conditions, and are subject to change without notice. As with all
investments, there are associated inherent risks. Please obtain and review all financial
material carefully before investing. Asset management services are provided by Invesco in
accordance with appropriate local legislation and regulations. This material may contain
statements that are not purely historical in nature but are “forward-looking statements.”
These include, among

other things, projections, forecasts, estimates of income, yield or return or future
performance targets. These forward-looking statements are based upon certain
assumptions, some of which are described herein. Actual events are difficult to predict and
may substantially differ from those assumed. All forward-looking statements included
herein are based on information available on the date hereof and Invesco assumes no duty
to update any forward-looking statement. Accordingly, there can be no assurance that
estimated returns or projections can be realized, that forward-looking statements will
materialize or that actual returns or results  will not be materially lower than those
presented. By accepting this document, you consent to communicate with us in English,
unless you inform us otherwise.

All data as of April 30, 2022, unless otherwise stated. All data is USD, unless otherwise stated.
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Restrictions on distribution

Australia

This document has been prepared only for those persons to whom Invesco has provided
it. It should not be relied upon by anyone else. Information contained in this document
may not have been prepared or tailored for an Australian audience and does not
constitute an offer of a financial product in Australia. You may only reproduce, circulate
and use this document (or any part of it) with the consent of Invesco.

The information in this document has been prepared without taking into account any

investor’s investment objectives, financial situation or particular needs. Before acting
on the information the investor should consider its appropriateness having regard to
their investment objectives, financial situation and needs.

You should note that this information:

emay contain references to dollar amounts which are not Australian dollars;

emay contain financial information which is not prepared in accordance with
Australian law or practices;

emay not address risks associated with investment in foreign currency
denominated investments; and does not address Australian tax issues.

eissued in Australia by Invesco Australia Limited (ABN 48 001 693 232), Level 26, 333
Collins Street, Melbourne, Victoria, 3000, Australia which holds an Australian
Financial Services Licence number 239916.

Canada

This document is restricted to accredited investors as defined under National
Instrument 45-106. All material presented is compiled from sources believed to be
reliable and current, but accuracy cannot be guaranteed. This is not to be construed as
an offer to  buy or sell any financial instruments and should not be relied upon as the
sole factorinan investment making decision. As with all investments there are
associated inherent risks. Please obtain and review all financial material carefully
before investing.

eIssued in Canada by Invesco Canada Ltd., 120 Bloor Street East, Suite 700, Toronto,
Ontario, M4W 1B7.

Continental Europe, Dubai, Ireland, the Isle of Man, Jersey and Guernsey and the UK
The document is intended only for Professional Clients in Continental Europe, Dubai,
Ireland, the Isle of Man, Jersey, Guernsey, and the UK and is not for consumer use.
Marketing materials may only be distributed without public solicitation and in
compliance with any private placement rules or equivalent set forth in the laws, rules
and regulations of the

jurisdiction concerned. This document is not intended to provide specific investment
advice including, without limitation, investment, financial, legal, accounting or tax advice,
orto make any recommendations about the suitability of any product for the
circumstances of any particular investor. You should take appropriate advice as to any
securities, taxation or other legislation affecting you personally prior to investment. No
part of this material may

be copied, photocopied or duplicated in any form by any means or redistributed

without Invesco’s prior written consent.

invesco.com 1I-OUTLOOKM22-INSI-1-E 6/22 GL 2191597

Further information is available using the contact details shown:

eIssued in Belgium, Denmark, Finland, France, Greece, Ireland, Italy, Netherlands,
Spain, Sweden, Luxembourg, Norway and Portugal by Invesco Management S.A.,
President Building, 37A Avenue JF Kennedy, L-1855 Luxembourg, regulated by the
Commission de Surveillance du Secteur Financier, Luxembourg.

eIssued in Dubai by Invesco Asset Management Limited. PO Box 506599, DIFC Precinct
Building No 4, Level 3, Office 305, Dubai, UAE. Regulated by the Dubai Financial
Services Authority.

eIssued in Austria and Germany by Invesco Asset Management Deutschland GmbH,
An der Welle 5, 60322 Frankfurt am Main, Germany.

eIssued in Switzerland by Invesco Asset Management (Schweiz) AG, Talacker 34, 8001
Zurich, Switzerland.

eIssued in the Isle of Man, Jersey, Guernsey and the United Kingdom by Invesco
Asset Management Limited which is authorised and regulated by the Financial
Conduct Authority. Invesco Asset Management Ltd, Perpetual Park, Perpetual
Park Drive, Henley-on-Thames, RG9 1HH, UK.

Hong Kong

This document is provided to professional investors (as defined in the Securities and
Futures Ordinance and the Securities and Futures (Professional Investor) Rules) only

in Hong Kong.

Itis not intended for and should not be distributed to or relied upon by the members of
the public or the retail investors.

eIssued in Hong Kong by Invesco Hong Kong Limited Limited SIEREEFEHRL T
41/F, Champion Tower, Three Garden Road, Central, Hong Kong.

Japan

This document is only intended for use with Qualified Institutional Investors in Japan. Itis
not intended for and should not be distributed to, or relied upon, by members of the
public or retail investors.

eIssued in Japan by Invesco Asset Management (Japan) Limited, Roppongi Hills
Mori Tower 14F, 6-10-1 Roppongi, Minato-ku, Tokyo 106-6114; Registration
Number: The Director-General of Kanto Local Finance Bureau (Kin-sho) 306;
Member of the
Investment Trusts Association, Japan and the Japan Investment Advisers Association,
and/or 2) Invesco Global Real Estate Asia Pacific, Inc., Roppongi Hills Mori Tower
14F, 6-10-1 Roppongi, Minato-ku, Tokyo 106-6114; Registration Number: The Director-
General of Kanto Local Finance Bureau (Kin-sho) 583; Member of the Investment
Trusts Association, Japan and Type Il Financial Instruments Firms Association.

New Zealand

This document is issued only to wholesale investors (as defined in the Financial Markets
Conduct Act) in New Zealand to whom disclosure is not required under Part 3 of the
Financial Markets Conduct Act. This document has been prepared only for those
persons towhom it has been provided by Invesco. It should not be relied upon by
anyone else and must not be distributed to members of the public in New Zealand.
Information contained in this document may not have been prepared or tailored for a
New Zealand audience.

You may only reproduce, circulate and use this document (or any part of it) with the
consent of Invesco. This document does not constitute and should not be construed as
an offer of, invitation or proposal to make an offer for, recommendation to apply for,
an opinion or guidance on Interests to members of the public in New Zealand. Any
requests for information from persons who are members of the public in New
Zealand will not be accepted.

elssued in New Zealand by Invesco Australia Limited (ABN 48 001 693 232), Level
26, 333 Collins Street, Melbourne, Victoria, 3000, Australia, which holds an
Australian  Financial Services Licence number 239916.

Singapore

This document may not be circulated or distributed, whether directly or indirectly, to
persons in Singapore other than (i) to an institutional investor under Section 304 of the
Securities and Futures Act (the “SFA”), (i) to a relevant person pursuant to Section 305(1),
or any person pursuant to Section 305(2), and in accordance with the conditions specified
in Section 305 of the SFA, or (iii) otherwise pursuant to, and in accordance with the
conditions of, any other applicable provision of the SFA. This document is for the sole use
of the recipient on an institutional offer basis and/or accredited investors and cannot be
distributed within Singapore by way of a public offer, public advertisement or in any other
means of public marketing.

eIssued in Singapore by Invesco Asset Management Singapore Ltd, 9 Raffles Place, #18-
01 Republic Plaza, Singapore 048619.

Taiwan

This material is distributed to you in your capacity as Qualified Institutions/Sophisticated
Investors. It is not intended for and should not be distributed to, or relied upon, by
members of the public or retail investors.

eIssued in Taiwan by Invesco Taiwan Limited, 22F, No.1, Songzhi Road, Taipei
11047, Taiwan (0800-045-066). Invesco Taiwan Limited is operated and
managed independently.

United States
e|ssued in the US by Invesco Advisers, Inc., Two Peachtree Pointe, 1555
Peachtree Street, N.E., Suite 1800, Atlanta, GA 30309.
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