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The Great Inflection Of 2022

Key Inflection Points:

» Monetary & Fiscal Policy
« Liquidity

* |nflation

 Energy Transition

* China
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Views From A Year Ago

Our Economic Outlook a Year Ago:

{ Post-COVID Growth Recovery as Vaccine Rollout Supports Economic Re-openings
« U.S. growth expected to top 4% supported by stimulus and pent-up consumer demand
- Europe and Japan poised to rebound strongly as global growth recovers
- China expected to grow at 7-8% as strong credit expansion drive rising economic activity

- Emerging markets more broadly to benefit from improving global growth, rising commodity prices and softening
U.S. dollar

g( Aggressive Monetary Policy to Keep Interest Rates Low
- Fed has indicated at zero bound into 2023, yield curve could steepen as growth improves
- European Central Bank and Bank of Japan maintaining negative policy rates
- Emerging market rates have latitude to decline amidst easy global financial conditions

{ Inflation Likely to Rise Due to Base Effects
- Easy money and economic re-opening likely lead to increasing price expectations
- Significant excess capacity and longer-term secular stagnation headwinds could limit inflation upside

)( Political Risks — Uncertainties of the Post-COVID, Post-Trump World
- Cyber-attack on U.S. government and potential retaliation highlights a key ongoing risk
- US-China tensions reduced, but potential for conflict remains
- Post-Brexit Europe potentially facing challenges from periphery
- Middle East crises have potential to roil markets

Our Investment Outlook a Year Ago:

EQUITIES:

Post-COVID-19 re-openings along with pent up consumer demand provide support to cyclical, value, and smaller
company stocks while high valuations present a headwind for overall market levels

{ European stocks boosted by fiscal and monetary stimulus as well as cyclical recovery
{ Japanese equities poised to benefit from global growth rebound and strong China credit impulse

)( Emerging markets valuations appear attractive; China stimulus and easier global financial conditions could provide
boost

FIXED INCOME:
{ Underweight bias towards developed market global bonds where low yields provide little cushion for rising rates
{ Seek yield with limited duration:
— Short duration corporate credit
— Bank loans and collateralized loan obligations
— Emerging markets including exposure to local currency sovereign debt

ALTERNATIVES:
{ Commodities to benefit from reflationary growth; precious metals can hedge currency devaluation
{ Incorporate uncorrelated return drivers and strategies to seek to diversify equity volatility
{ Attractive opportunities available in private equity, particularly in secondaries
{ Pursue dislocations in private credit

Source: Neuberger Berman
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Inflection Point: Monetary And Fiscal Policy




Unprecedented Amount Of Government Stimulus

Fiscal Policy: DM and EM Economies (% of GDP)
US is leading in Fiscal Stimulus

US Unemployment Rate and Federal Budget
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U.S. Federal Debt Projected To Get Worse

Federal Debt Held by the Public % of GDP
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Central Bank Policy And Real Yields

Dev World Government Debt and Central Bank Balance Sheets US and Europe Real Yields
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Policy Will Get Tighter In 2022

One Third of Central Banks are Raising Rates Fiscal Policy Will Tighten in 2022
Net Percentage of CBs Raising or Cutting Rates in the Last 6 Months & US Fed Funds Annual Change in Structural Primary Fiscal Balance (% pts of GDP)
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Inflection Point: Liquidity




Liquidity - Global Liquidity Growth Has Reversed

Market Liquidity (M2, G4 CB B/S, China Credit Impulse)
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Excess Savings Is Still Significant

Actual Excess Liquid Savings: M2 Trend Versus Actual 2021 Q3 Estimated Cumulative Excess Savings
Savings exceeded the February trend by $4.0tr
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Inflection Point; Inflation




Labour Market May Remain Unbalanced

s J.S. Wage Inflation (Y/Y, Rhs)
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Other labour force departures

5 Increased self-employment

Temp worker and immigrant visa decline

Excess retirees over trend

People earning more from Ul than in prior jobs
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An Inflationary Housing Market

Booming Demand has Reduced the Supply of Homes to the Lowest Level Since the 1970s
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Inflation Remains Sticky But Is Expected To Fade In 2022

Lower Expected Inflation in the Coming Years

Core Inflation YoY
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Inflation: More Than Just ‘Transitory’

SEHLVING

FOR 2022

Short-term Inflation Pressures:

Supply chain disruption

COVID-related monetary & fiscal stimulus

COVID wage pressure

Housing - liquidity-driven demand

Fossil fuels demand

Long-term Inflation Pressures

“Just in case” inventory model
Structurally higher government spending
Labor force participation, skills mismatch
Housing — supply shortage

“Green-flation”
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Inflection Point: Energy Transition




Global CO? Emissions Trajectories Following COP26

Emissions Trajectories Under Various Scenarios
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“Greenflation”. ESG Push May Exacerbate Inflationary Impulses

Capital Markets’ Engagement in Climate Change Keeps Rising
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Collapse in Global Investment in Energy-Intensive Industries:
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Impact of Carbon Pricing on Inflation Under Different Transition Scenarios
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Infrastructure Investment To Accelerate

We Expect US$56 tn of Infrastructure Investments to Global Net Zero Carbon...

Cumulative Infrastructure Investment Opportunity for our GS1.5° Global Net Zero by 2050 Model
(USS$ tn)
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Inflection Point; China




China — “Common Prosperity”

China’s policy shift:

« Shared prosperity

* Reining in tech-related
national champion
companies

» US-China relations

 Tradeoff between pace vs
structure of growth

Labour

Demographic
& Income
Distribution

Technology

Technological
self-reliance

Common
Prosperity

Self
Sufficiency

Information

Data
Security

Ideology

The Cultural
Battlefield

Capital

Resources Financial

Green Energy Stability and
Anti-Trust

To achieve common prosperity and long-term self-sufficient growth, China will focus on six key
production input factors: labor, ideology, capital, information, resources, and technology.

Governance

(e.g., execution capability)

/

Production factors

Output (prosperity)

1. Labour
(e.g. “third child” policy,
reducing housing, education,
healthcare costs)
2.  Capital
(e.g. direct investment
from property / finance
to real economy)
3. Productivity
(e.g., manufacturing upgrading)

Market function and market order
(e.g., anti-monopoly, financial

regulations, commodity market)
Security

Source: GS
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(e.g.,data security, energy and food security)

~

Distribution (common)

Income / wealth equality

1. Primary distribution
(wage share of GDP)

2.  Secondary Distribution
(taxes and transfers)

3. Tertiary distributions
(charitable donations)

Non-income / wealth equality

1. Education
(e.g. restrict after-school
tutoring and gaming)

2. Access to services

(e.g., Hukou, migrant workers)/
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Demographics Are Also A Headwind

Annual Change in China’s Working Age Population, Aged 20-59 Years
20 The contraction in Chinese workers
will have deep consequences:
1. China’s GDP growth will naturally slow.
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Takeaways




Which Period In History Should Be Our Guide — If Any?

Real Total Return Performance of US 60/40 Portfolio
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Takeaways

1. Year of transition = Liquidity, ¥ Rates M
2. Readjustment of risk pricing = VVolatility *
3. Inflation structurally higher = Real rates 4

4. Return to normalization = Growth ‘
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Disclaimer

This document is addressed to professional clients/qualified investors only.
European Economic Area (EEA): This is a marketing document and is issued by Neuberger Berman Asset Management Ireland Limited, which is regulated by the Central Bank Ireland and is registered in Ireland, at MFD Secretaries Limited, 32 Molesworth Street, Dublin 2.

United Kingdom and outside the EEA: This document is a financial promotion and is issued by Neuberger Berman Europe Limited, which is authorised and regulated by the Financial Conduct Authority and is registered in England and Wales, at The Zig Zag Building, 70
Victoria Street, London, SW1E 6SQ.

Neuberger Berman Europe Limited is also a registered investment adviser with the Securities and Exchange Commission in the US, and the Dubai branch is regulated by the Dubai Financial Services Authority in the Dubai International Financial Centre. Neuberger Berman
Europe Limited is an authorised financial services provider with the South African Financial Sector Conduct Authority, FSP number 45020.

This document is presented solely for information purposes and nothing herein constitutes investment, legal, accounting or tax advice, or a recommendation to buy, sell or hold a security.

We do not represent that this information, including any third-party information, is complete and it should not be relied upon as such.

No recommendation or advice is being given as to whether any investment or strategy is suitable for a particular investor. Each recipient of this document should make such investigations as it deems necessary to arrive at an independent evaluation of any investment, and
should consult its own legal counsel and financial, actuarial, accounting, regulatory and tax advisers to evaluate any such investment.

It should not be assumed that any investments in securities, companies, sectors or markets identified and described were or will be profitable.

Any views or opinions expressed may not reflect those of the firm as a whole.

All'information is current as of the date of this material and is subject to change without notice.

The product described in this document may only be offered for sale or sold in jurisdictions in which or to persons to which such an offer or sale is permitted. The product can only be promoted if such promotion is made in compliance with the applicable jurisdictional rules
and regulations.

Indices are unmanaged and not available for direct investment.

An investment in this product involves risks, with the potential for above average risk, and is only suitable for people who are in a position to take such risks.

Past performance is not a reliable indicator of current or future results. The value of investments may go down as well as up and investors may not get back any of the amount invested.

The value of investments designated in another currency may rise and fall due to exchange rate fluctuations in respect of the relevant currencies. Adverse movements in currency exchange rates can result in a decrease in return and a loss of capital.
Tax treatment depends on the individual circumstances of each investor and may be subject to change, investors are therefore recommended to seek independent tax advice.

Investment in this strategy should not constitute a substantial proportion of an investor’s portfolio and may not be appropriate for all investors. Diversification and asset class allocation do not guarantee profit or protect against loss.

No part of this document may be reproduced in any manner without prior written permission of Neuberger Berman.

The “Neuberger Berman” name and logo are registered service marks of Neuberger Berman Group LLC.
© 2022 Neuberger Berman Group LLC. All rights reserved. Ref: 890065
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