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One Three Five

Month C.)"I.LR Cate:[t)i ar Year Years Years

Domestic S&P 500 37% | 4.6 -4.6 15.6 18.9 16.0
Stocks Russell 2000 1.2% | -7.5 -7.5 -5.8 11.7 9.7
Domestic Bloomberg Aggregate | -2.8% | -5.9 -5.9 -4.2 1.7 2.1
Bonds Bloomberg High Yield | -1.1% | -4.8 -4.8 -0.7 4.6 4.7
Non-US MSCI EAFE 0.6% |-5.9 -5.9 1.2 7.8 6.7
Stocks MSCI Emerg Mkts -2.3% | -7.0 -7.0 -11.4 4.9 6.0
Global Bonds | Bloomberg Global Agg | -3.0% | -6.2 -6.2 -6.4 0.7 1.7

Ongoing geopolitical tensions and tighter monetary policy amid persisting inflationary pressures weighed on
capital markets in March. The FOMC hiked rates for the first time since 2018, increasing interest rates by 25
basis points to a range of 0.25%-0.50%. Further, policymakers revised upwards their forecast for interest rates
and inflation, and signaled for more aggressive monetary policy tightening to control inflation. As a result,
market expectations for the number of Fed rate hikes in 2022 have increased to nine from five.

Despite these headwinds, the S&P 500 Index posted its first monthly gain in 2022, rising 3.7% and paring year-
to-date losses to 4.6%. Non-U.S. developed equities were also in the black with the MSCI EAFE Index up 0.6%
last month. Chinese equities lagged as market sentiment weakened due to geopolitical uncertainty and a surge
in COVID-19 cases, which prompted lockdowns in parts of China. As a result, the MSCI Emerging Market and
MSCI China indexes fell 2.3% and 8%, respectively.

In fixed income, the U.S. Treasury yield curve shifted higher due to expectations of tighter monetary conditions.
The two- and 10-year Treasury yields increased 86 and 49 basis points, respectively, and the spread narrowed
to four basis points. As a result, fixed-income assets broadly declined, while longer-duration assets
underperformed: the Bloomberg Long Treasury Index fell 5.3% for the month. Further, inflation expectations
continued to trend higher, with the 10-year breakeven inflation rate up 22 basis points to 2.8%. Despite higher
inflation expectations, the Bloomberg U.S. TIPS Index fell 1.9% as higher real yields impacted prices.

Meanwhile, in real assets, the ongoing conflict between Ukraine and Russia continued to impact the global
supply of commodities, pushing up prices. As a result, the Bloomberg Commodity Index gained 8.6% for the
month.

NEPC's stance towards risk assets has become more subdued given the more uncertain growth and inflation
dynamics. As such, we continue to advocate adding value exposure to U.S. large-cap equity to help mitigate the
portfolio impact of inflation normalizing above market expectations. Despite the recent hawkish shift from the
Fed, we recommend investors maintain a dedicated allocation to assets that support liquidity needs in periods
of stress.

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.]



