):( Brinker Capital

WEEKLY WIRE | AUGUST 10, 2020

The US 10-Year Note yield - the good,
the bad, and the (possibly) ugly

The US 10-Year Note is the most important fixed
income instrumentin the world. Its yield determines
the borrowing costs for countries, companies, and
consumerswhile the Note itself acts as a haven asset
during periods of market and economic stress. It
might be impossible to overstate the importance of
the US 10-Year Note to the functioning of the global
economy and global capital markets. It might also
be impossible to overstate how closely investors
follow its pricing and what it might mean for other
asset classes and the state of the economy. With
that said, what should we make of a US 10-Year Note
yield of 0.52%, essentially the lowest in its history?
One way to answer is via three buckets: the good,
the bad, and the (possibly) ugly. The good is low
yields “flatter” many major asset classes, including
stocks and housing. The bad is investors are hard

pressed to find safe sources of adequate
income, and any entity with long-term liabilities
- think insurance companies or pension plans
- must raise more capital or take on more risk
to meet those liabilities. The (possibly) ugly
is a historically low yield on the US 10-Year
Note is indicative of tougher economic times
ahead. We are very confident the good and
bad buckets are unchallengeable. For example,
low interest rates make future cashflows
worth more, which supports a higher price to
earnings ratio for stocks, but low interest rates
also make future liabilities more expensive,
which requires a higher rate of return and/or
more capital to meet those liabilities. However,
we are not willing to concede the point that
low yields reflect a global economy failing to
find its footing, which is why we labeled our
third bucket the (possibly) ugly. Instead, we
think the interest rate environment reflects
the extraordinary - and successful - efforts
by the Federal Reserve and other central
banks to lower borrowing costs for countries,
companies, and consumers with an eye toward
mitigating the severity of the COVID-19 driven
downturn, little to no inflationary pressure,
and an aging global population increasingly
interested in capital preservation over capital
appreciation.
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Image source: https://images2.minutemediacdn.com. Chart source: FRED, Board of Governors of the Federal Reserve System (US) as of 8/5/2020. The views expressed are those of Brinker Capital
and are not intended as investment advice or recommendation. For informational purposes only.
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The COVID-19 pandemic remains the key driver for the economy, financial markets, and confidence over the near term. Fiscal and monetary policy
continue to be supportive, and the economy has started to rebound. We expect the equity market to remain range-bound in the near term as we
anticipate measured improvement in the COVID-19 data, the November election, and a slow, uneven economic recovery. Overall, the barometer leans
neutral to slightly positive, in-line with our modest overweight to risk across portfolios.

SHORT-TERM FACTORS (< 6 months)

CHANGE NEGATIVE POSITIVE

Momentum [ Momentum remains solid
Trend - o US markets above 50-day and 200-day moving averages
Investor sentiment Sentiment still bearish but not extreme; equity outflows continue
Seasonality [ Seasonality weaker through October

INTERMEDIATE-TERM FACTORS (6-36 months)

CHANGE NEGATIVE

POSITIVE

Fiscal policy ([ Very strong fiscal response; more debate on fourth package but will get done
Monetary policy ([ ] Fed all in to support markets and economy; Global central banks taking action
Inflation o Global inflation low and inflation expectations continue to fall
Interest rate environment o Treasury yields remain at low levels but stable; yield curve has normalized
Macroeconomic Macroeconomic data has bottomed; uneven improvement following reopenings
Business sentiment o CEO confidence improved in 2Q but still weak; small biz optimism improving
Consumer sentiment «~ (] Consumer confidence declined in June, led by the expectations component
Corporate earnings () Looking for improvement after negative impact of COVID-19 on 1H results
Credit environment (] Credit environment continues to improve and Fed remains supportive

LONG-TERM FACTORS 36+ months)

CHANGE NEGATIVE POSITIVE

Valuation ([ ] Equity valuations above long-term averages but not a near-term driver
Business cycle US exited recession that began in February; recovery will be uneven
Demographics Mixed - US and emerging markets positive but developed international negative

Source: Brinker Capital. Information is accurate as of August 5, 2020. Themes and specific funds utilized to implement themes are discussed within the context of Brinker Capital's man-
aged asset allocations and are based on current market conditions and constitute Brinker Capital's judgment and opinions, which are subject to change without notice. Past performance
does not guarantee future results. Statements referring to future actions or events, such as the future financial performance of certain asset classes or market segments, are based on
the current expectations and projections about future events provided by various sources, including Brinker Capital's Investment Management Group. These statements are not guar-
antees of future performance and actual events may differ materially from those discussed. Brinker Capital Inc., a registered investment advisor. MSCI AC World ex US Growth: An index
made up of approximately the top 50% of the MSCI' AC World ex US Index as composite ranked by five growth rates. This is a common proxy used to represent the growth segment of
the developed international market. MSCI EAFE Index: A market-capitalized weighted index representing developed international equity markets located in Europe, Australia, Asia and
Far East (EAFE). S&P 500 Index: An index consisting of 500 stocks chosen for market size, liquidity and industry grouping, among other factors. The S&P 500 is designed to be a leading
indicator of U.S. equities and is meant to reflect the risk/return characteristics of the large-cap universe. Companies included in the Index are selected by the S&P Index Committee, a
team of analysts and economists at Standard & Poor’s. Barclays US Aggregate Index: A market capitalization-weighed index, maintained by Barclays Capital, and is often used to repre-
sentinvestment grade bonds being traded in the US. MSCI Emerging Markets: a float-adjusted market capitalization index representing 13% of global market capitalization. Captures mid
and large cap across more than two dozen emerging market countries.



