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GLOBAL EQUITIES

Stocks ended 2022 in the black, capping off a year of tumult as persistent and elevated inflation, slowing
economic growth, and a hawkish stance from central banks underscored concerns around an econom-
ic slowdown. In the U.S., the S&P 500 Index gained 7.6% in the fourth quarter; in the same period,
international equities outperformed with the MSCI EAFE Index up 17.3% and the MSCI ACWI ex U.S.

Index returning 14.3% driven by
better-than-expected earnings and Global Equity Market Returns as of 12/31/2022

Meanwhile, private equity mar- MSCI ACWI 9.8% -18.4% 4.0% 5.2%
kets experienced lower valua- kAN | Quarter | 1¥ear | 3vrs | 5vrs |
tions as the year pressed on.  S&P 500 76%  -18.1% 7.7% 9.4%
Fundraising totaled $285.9 billion  g,;sqel1 1000 Growth 22% -291%  78%  1.0%
in the fourth quarter, according
. Russell 1000 Value 12.4% -7.5% 6.0% 6.7%
to data from Preqgin, compared
o,
to $386.3 billion a year earlier. Russell 2000 6.2% -20.4% 3.1% 4.1%
For the year, fundraising totaled Russell 2000 Growth 4.1% -26.4% 0.6% 3.5%
$1.3 trillion, modestly down from  Russell 2000 Value 8.4%  -14.5% 4.7% 4.1%
in the second half of the year
) ' ] _ MSCI EAFE 17.3%  -14.5% 0.9% 1.5%
amid heightening economic con-
o,
cerns and limited partners (LPs) MSCI EAFE Hedged USD 8.7% -7.0% 3.6% 3.8%
exhausting 2022 commitments MSCI EAFE Small Cap 15.8% -21.4% -0.9% 0.0%
earlier on in the year. MSCI Europe 19.3% -15.1% 1.3% 1.9%
New deal activity declined in the MSCI Emerging Markets 9.7%  -20.1% -2.7% -1.4%
fourth quarter and in 2022, while MSCI Emerging Markets Small Cap 8.2% -18.0% 5.1% 1.1%
private equity and venture exits  MSCI China 135%  -21.9% -75% -4.5%
Private equity deal activity in the .
o HFRI Equity Hedge 4.0% -10.4% 5.7% 4.5%
U.S. totaled $234 billion, accord-
1 o,
ing to PitchBook, down 36% from HFRI Emerging Markets 52%  -12.6% 1.8% 1.0%
a year earlier. S|m||ar|yl deal val- HFRI ED: Activist 5.4% -17.2% 2.0% 2.2%
ue across venture capital, totaling  HFRI ED: Merger Arbitrage 2.2% 2.5% 6.1% 5.7%
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$36 billion for the three months ended December 31, was down 36% from a year ago, according to
data from PitchBook. Exit activity for U.S. private equity experienced a steeper slowdown in the fourth
quarter, totally $54 billion, a 73% drop from a year earlier, according to PitchBook. Exit value for venture
stood at $5 billion, 97% lower than a year ago.

GLOBAL FIXED INCOME Global Fixed-Income Market Returns as of 12/31/2022

Doublingdownonitscommitment Global Fixed Income m

to rein in inflation even at the  BRG Global Aggregate 45% -162%  -45%  -17%
expense of economic growth, the

JPM EMBI Global Diversified 8.1% -17.8% -5.3% -1.3%

Federal Reserve boosted the Fed

. . . JPM GBI-EM Global Diversified 8.5% -11.7% -6.1% -2.5%
Funds rate by 75 basis points in
December—its sixth and seventh BBG Aggregate Bond 1.9%  -13.0% -2.7% 0.0%
rate hike in 2022—bringing the  BBG Municipal Bond 41%  -85%  -0.8% 1.3%

o, )

benchmark rate to 4.25% 0 4.5%. g 1ipg 20% -1N8%  12%  21%
the highest level in 15 years.

BBG US Treasury 0.7% -12.5% -2.6% -0.1%

In2022, the longstanding negative  BgG US Long Treasury 0.6% -293%  -74%  -2.2%
c_orrelnatlon between high-quality BBG MBS 21%  -11.8% 3.2% -0.5%
fixed income and stocks reversed. }
Credit declined alongside stocks, BBG US Credit R I 2.9% 0.4%
with losses of 13% for the BBG BBG US Long Credit 5.3% -25.3% -5.8% -0.8%
Aggregate Index. The hardest hit BBG High Yield 4.2% -11.2% 0.0% 2.3%
fixed-income sectors were long  BBG Muni High Yield 35% -131%  -0.6% 2.6%
duration, with U.S. long Treasury  gg.5 g7a | v, Loan 38%  06%  19%  3.1%
down 29.3% for the year.

BBG T-Bills 0.9% 1.3% 0.7% 1.2%
leveraged loans were the best o) o\ it Index 13%  -26%  3.8%  35%
relative performer, falling a _ _
modest 0.6% in total returns HFRI ED: Credit Arbitrage 2.2% -3.5% 2.2% 4.2%
for the year as floating-rate HFRI ED: Distressed/Restructuring 2.1% -3.0% 7.8% 4.9%
coupons offset rising rates. In HFRI Relative Value 1.2% -0.9% 3.3% 3.3%

contrast, high-yield bonds fell
11.2%. However, credit spreads have stayed below 500 basis points, with limited defaults, underscoring
relatively benign market expectations for credit.

REAL ASSETS

The fourth quarter was a mixed bag. The Bloomberg Commodity Index returned 2.2% for the three months
ended December 31, cementing gains of 16.1% last year. Crude oil eked out a modest 0.3% return in the
fourth quarter and gains of 6.4% in 2022, a year marked by upheaval unleashed by the Russia-Ukraine
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fourth quarter, up 9.8%, ending

Bl b (@ dit 2.29 16.19 12.79 .49
the year flat at -0.3%. SO e % 6.1% % 6.4%
GSCI Commodity 3.4% 26.0% 10.5% 6.5%
Global natural resources rallied il S oen 9.8% -0.3% 6.3% 74%
in the three months ended
. WTI Crude Oil Spot 0.3% 6.4% 9.4% 6.9%
December 31, posting returns
of 17.2%, to end the year in the BBG Commaodity - Agriculture 2.4% 15.5% 19.5% 9.1%
black at 10.3%. In a reversal BBG Commodity - Energy -9.1% 36.2% 5.9% 3.0%
from 2021, the energy sub-  BBG Commodity - Industrial Metals 16.4%  -2.4%  14.0% 5.0%
index carried the global natural 13.3% 0.1% 5.7% 5.7%
resources total return, finishing N
2022 up 32.3%. The S&P Global S&P Global Natural Resource Equities 17.2% 10.3% 11.6% 7.3%
Infrastructure Index rebounded NAREIT Composite Index 4.5% -25.0% -0.4% 4.0%
with a 10.2% return for the NAREIT Global REIT Index 6.9%  -23.7% -3.2% 1.4%
quarter, eking out gains of 0.1%  Ajerian Midstream Index 8.4%  215% 8.8% 6.8%

in 2022.

Meanwhile, in real estate, the FTSE NAREIT REIT Index rebounded moderately in the fourth quarter,
returning 4.5%; still, the asset class ended in the red with losses of 25% in 2022 as rising interest rates
drove down valuations. Within real estate investment trusts, the residential and self-storage segments
lagged in the fourth quarter, while retail proved to be the strongest.

In private real estate, returns continued to moderate in the fourth quarter as rising interest rates pressured
asset values; the NCREIF ODCE Index posted a 5% preliminary gross loss for the quarter, while finishing
the year up 7.56%. Fundamentals remain healthy for most sectors, though uncertainty persists around the
future demand for traditional office space.

Elsewhere, private infrastructure strategies— particularly communications infrastructure, renewable
energy, and energy transition strategies—are still seeing increased interest from investors.

DISCLAIMERS

Past performance is no guarantee of future results.

All investments carry some level of risk. Diversification and other asset allocation techniques do not ensure profit
or protect against losses.

The information in this report has been obtained from sources NEPC believes to be reliable. While NEPC has
exercised reasonable professional care in preparing this report, we cannot guarantee the accuracy of all source
information contained within.

The opinions presented herein represent the good faith views of NEPC as of the date of this report and are subject
to change at any time.
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