[
» Unitarian Universalist Common Endowment Fund
w Monthly Market Commentary for September 2021

One Three Five

Month | QTR Cal\;e-;\[;:l ar Year Years Years

Domestic S&P 500 -4.7% | 0.6 15.9 30.0 16.0 16.9
Stocks Russell 2000 -2.9% | -4.4 12.4 47.7 10.5 13.5
Domestic Bloomberg Aggregate | -0.9% | 0.1 -1.6 -0.9 54 2.9
Bonds Bloomberg High Yield | 0.0% | 0.9 4.5 11.3 6.9 6.5
Non-US MSCI EAFE -2.9% | -0.4 8.3 25.7 7.6 8.8
Stocks MSCI Emerg Mkts -4.0% | -8.1 -1.2 18.2 8.6 9.2
Global Bonds | Bloomberg Global Agg | -1.8% | -0.9 4.1 -0.9 4.2 2.0

Global equities sold off in September as inflationary concerns pushed yields higher. The Federal Open Market
Committee assumed a more hawkish tone in its meeting last month as the median policy rate forecast increased
to three hikes in the Fed Funds rate by the end of 2023. Furthermore, Fed minutes indicated that tapering of
Treasury and mortgage-backed securities bond purchases “may soon be warranted.”

In the U.S., the S&P 500 Index fell 4.7% in September — marking the largest monthly decline since March 2020.
Value outperformed growth, as rising interest rates pressured valuations of companies with cashflows further out
in the future. As a result, Russell 1000 Growth Index lost 5.6%, while the Russell 1000 Value Index was down
3.5%. International markets also lagged with both the MSCI EAFE and the Emerging Market indexes declining
2.9% and 4%, respectively. Chinese equities continued to weigh on emerging markets—the MSCI China Index
fell 5% —as investors fretted over regulatory risk and contagion from a potential default by struggling Chinese
real estate conglomerate Evergrande.

In fixed income, global yields broadly moved higher. The yield curve shifted higher with the five- and 10-year
Treasury yields increasing 22 and 23 basis points, respectively. As a result, safe-haven assets declined, and
longer-duration assets underperformed, with the Bloomberg Long Treasury Index down 2.9%.

In real assets, the Bloomberg Commodity Index increased 5%, supported by higher energy prices. WTI crude oil
spot prices rose 9.6% to $75.9 a barrel as U.S. crude oil inventory levels fell to their lowest levels since 2014; the
natural gas spot price increased 28.9% in September.

While the market environment remains supportive for equities, credit spreads in the public-debt space imply
muted forward-looking returns. As a result, we recommend reducing exposure to lower-quality credit. At the
same time, we caution investors to brace for potentially higher inflation relative to market expectations and the
resulting disruption in equities and real-interest rates.

Commentary courtesy of New England Pension Consultants (NEPC). UUCEEF has a consultancy agreement with NEPC to assist in
the oversight of investment managers and provide other advisory services to the UUCEF Investment Committee. NEPC® is an
independent, full service investment consulting firm, providing asset allocation, manager search, performance evaluation and
investment policy services to middle and upper market institutional investment programs.]



