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Expectations based on our 2022 capital
market assumptions'

Exhibit 1: EM equities have the highest real return
potential over the long term.

Fidelity Secular CMA Return and Volatility Estimates

ASSET CLASS REAL RETURNS  VOLATILITY
Emerging Market Equities 5.1% 23%
Global Equities ex-USA o o
(MSCI ACWI ex-U.S.) 3.7% 18%
U.S. High Yield 3.3% 11%
Developed Market o o
(ex-U.S.) Equities 3.3% 19%
U.S. Equities 3.0% 17%
Commodities (BCOM) 2.1% 21%
Developed non-U.S. Bonds o o
USD Hedged 2.0% >%
|G Bonds (Bloomberg Barclays o o
U.S. Aggregate) 1.9% 7%
Municipal Bonds 1.4% 7%
Developed non-U.S. o o
Sovereign Debt USD Hedged 1.4% >%
U.S. 10yr Treasury Bond 1.3% 9%
U.S. TIPS 1.0% 8%
U.S. 30 Year Treasury Bond 0.6% 11%
U.S. Cash -0.2% 3%

Our CMAs are forward-looking estimates but are not presented as
investment recommendations or guarantees of actual future performance.

Volatility: standard deviation of returns. See appendix for index details. Real
returns are geometric annualized average return expectations over 20 years,
adjusted for inflation. Source: Fidelity Investments (AART), as of 4/30/22.

U.S. Equities

For U.S. stocks, we expect a 3% annualized real
return through 2042, less than half the 6.6% average
since 2001 and the 7.1% advance since 1926. Our 20-
year real return estimate declined from 3.1% in 2021.
Risk-adjusted return estimates remain lower than
their historical norms.

Valuations for U.S. stocks remain elevated
compared with the rest of the world. We believe
they will converge closer to those of other
developed markets over time.

Compared with 2021 we see reduced earnings
potential for U.S. stocks as higher rates increase
corporate interest expenses. Offsetting this
negative, we note that the decline for the U.S. stock
market in the early half of 2022 resulted in more-
attractive starting valuations.

U.S. Bonds

We expect bond markets to produce a real return
of 1.9% annualized over the next 20 years, vs. 2.1%
a year historically (since 1926). This estimate rose
from 1.5% in 2021, largely influenced by higher
yields that increased the attractiveness of new bond
investments.

One meaningful risk is that higher-than-expected
inflation over the next two decades could reduce
the returns of long-duration nominal fixed-income
assets, such as 30-year Treasury bonds.

Partly reflecting increased interest rate and inflation
risks, we expect bonds to produce a lower Sharpe
ratio relative to the past two decades.

Emerging Markets

* Emerging equities represent the most promising

area in the public markets, due to our expectations
for higher real GDP growth and low starting
valuations.

* We anticipate a 5.1% real return for emerging

markets in the next 20 years, compared with a 6.1%
real return over the past two decades.
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Developed Markets (ex-U.S.)

* We expect most non-U.S developed countries, including Australia, Canada, the UK, France,
Germany, and Japan, to lag the real GDP growth of the U.S. through 2042, mainly due
to birth rates and other demographic trends. This is expected to keep earnings growth
subdued relative to the U.S. and emerging markets.

® Return estimates for developed-equity markets outside the U.S. are 3.3% in real terms over
the next 20 years, topping U.S. stocks. We expect a diminished return for developed non-
U.S. markets versus the long-term historical average, and slightly higher volatility compared
with the U.S., based on a higher concentration of more-cyclical sectors.

U.S. Bonds vs. U.S. Stocks

We expect the lower return environment will result in less attractive risk-adjusted returns for
global equities compared with the historical average, with Sharpe ratios remaining relatively
even across core stock and bond categories (Exhibit 2).

Our forecasts place the 1.1% expected gap between the real returns of U.S. equities and U.S.
investment-grade bonds over the next 20 years in the 7th percentile relative to history, which
is significantly lower than the previous two decades (Exhibit 3).

A higher rate of inflation could increase this performance gap going forward and coincide
with higher correlations between stocks and bonds.

EXHIBIT 2: Risk-adjusted return estimates for equities are now lower than their historical levels.

Historical and Forecasted Geometric Average Returns Historical and Forecasted Sharpe Ratios
REAL ANNUALIZED 20-YEAR LAST 20 LONG-TERM A 20-Year Forecast M Last 20 Years Long-Term History
RETURNS FORECAST YEARS HISTORY Ratio
U.S. Equity 3.0% 6.6% 7.1% 0.70
Developed Market 0.60 u
eveloped Markets o o o
(©xU.S) 3.3% 3.8% 5.3% oso M
0.40
Emerging Markets 5.1% 6.1% 4.5% 0.30 ] u A
A
. 0.20
Investment-Grade 19% 13% 21% A A
Bonds 0.10
Cash/Short-Term Debt ~ -0.2% -1.2% 0.4% 0.00 : :
e /o e /o rlo U.S. Equity Developed Emerging  Investment-Grade
Markets Markets Bonds

Real annualized returns calculated as geometric average returns. Long-term history: since 1926. Sharpe ratio compares portfolio returns above the risk-free
rate relative to overall portfolio volatility, with a higher Sharpe ratio implying better risk-adjusted returns. Past performance is no guarantee of future results. You
cannot invest directly in an index. Asset-class total returns are represented by indexes from the following sources: Fidelity Investments, Morningstar, MSCI,
Bloomberg Finance L.P. Source: Fidelity Investments proprietary analysis of historical asset class returns, as of 4/30/22.
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EXHIBIT 3: Over the next 20 years, we expect U.S. equities to outperform bonds by a smaller margin than they did during
the past 20 years.

U.S. Equity Excess Returns over Investment-Grade Bonds (1926-2022)

Frequency
30 4
25 -
Last 20 Years:

20 Equity-Bond: 5.3%

2022 CMAs: (64th percentile)

Equity-Bond: 1.1%
15 1 (7th percentile)
10
bt O oLl I 11,

-2% -1% 0% 1% 2% 3% 4% 5% 6% 7% 8% 9% 10% 11% 12% 13% 14%
Return

Past performance is no guarantee of future results. U.S. Equities—Dow Jones U.S. Total Stock Market Index; Investment-Grade Bonds—Bloomberg U.S.
Aggregate Bond Index. Source: Fidelity Investments (AART), as of 4/30/22.

EXHIBIT 4: Varied yield and valuation scenarios could Scenario analysis: Other factors could lead
result in different realized U.S. equity returns. .
to higher or lower returns

U.S. Equity CMA Yield and Valuation Scenarios .
Our CMAs are 20-year estimates. We acknowledge

20-Year Annualized Real Geometric Average Returns a range of outcomes can influence returns, volatility

8% levels, and asset correlations. In the next few exhibits,

7% 2.1% 6.8% we illustrate how realized returns can differ from our

6% forecasts and explore some of the key factors driving

5% 1.7% the differences. These scenarios include shifts in

4% . growth and inflation regimes, and financial repression

3 0% from central banks.

2% Exhibit 4 illustrates how varied yield and valuation

1% scenarios could lead to higher U.S. equity returns over

0% - - - the next several decades. For example, if interest rates
2021 CMA Urglz'iﬁlsd Vril#wit.'r?s” C?'e"tﬁ'rﬂid (U.S. Treasury yields) remain at roughly 2022 levels

constant constant

over the next 20 years, U.S. equities would gain an
additional 1.7% per year, as a lower interest expense

Source: Fidelity Investments, as of 4/30/22. would boost €arnings.

If valuations do not revert lower, as they do in our
estimates, equity returns would be 2.1% higher on an
annual basis.
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While these factors are correlated and may not result in a real U.S. equity return of 6.8%, this
example is meant to emphasize how different macro scenarios could lead to varied outcomes.

The Impact of Inflation on Returns and Correlations

Inflation is a prime example of how varying yield and valuation trajectories can impact our
CMAs (Exhibit 5). Higher inflation tends to weigh on the real returns of both stocks and bonds—
especially bonds.

¢ Within fixed income categories, higher inflation often corresponds with more inflation
uncertainty, which tends to increase nominal bond yields and bring down real returns.

* On the equity side, the upward pressure that inflation puts on interest rates can drag on
returns by bringing down valuations, increasing interest expense, and reducing the incentive
to use leverage. All three factors can hamper profit margins and earnings potential.

¢ Higher inflation often benefits commodities, largely due to higher real returns.

Inflation also impacts the correlation between different asset classes. For example, when
inflation is elevated, stocks and bonds tend to have positive correlations, and commodities
often have lower correlations to equities. For these reasons, owning inflation hedges as part

of a strategic asset allocation, such as TIPS, commodities, and real assets, can be beneficial.
Our base case scenario is for inflation to remain around 2.5%, which we expect would keep the
stock/bond correlation negative. However, if we experience higher inflation over the next two
decades, stock/bond correlations would likely turn positive, rising most significantly for longer-
duration bonds (Exhibit 6).

EXHIBIT 5: High inflation is a drag on real returns, EXHIBIT 6: Higher inflation may increase stock/bond
especially for nominal fixed income. correlations.

Asset Class CMA Inflation Scenarios

LOow HIGH
M 0% Inflation M 2.5% Inflation (2022 CMAs)  E5% Inflation INFLATION INFLATION CHANGE
REGIME REGIME

Investment Grade-Bonds 20% 32%

30-Year Treasuries 8% 22% )
10-Year Treasuries T

3%
TIPS -6% -6% —
2% Commodities 5% -5% |
1% U.S. Equities—MSCI USA Index; Investment-Grade Bonds—Bloomberg U.S.
. — . Aggregate Bond Index; TIPS—Bloomberg U.S. Treasury Inflation Protected
0% [ | -.

20-Year Annualized Real Geometric Average Returns
5%

4%

Notes; Bloomberg Commodity Index. Source: Fidelity Investments (AART), as

of 4/30/22.
1%
u.s. Commodities u.S. TIPS Cash
Equity 10-Year
Treasury

Source: Fidelity Investments as of 4/30/2022.
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No matter the asset class, this study showed

that higher inflation tends to be associated with

a greater uncertainty of capital market outcomes.
This underscores the potential benefit of inflation
hedges, such as TIPS and commodities, as part of a
multi-asset portfolio.

Financial repression: A wild card

Financial repression refers to monetary and regulatory
actions that artificially suppress real (inflation-
adjusted) interest rates. These policy moves help fulfill
government objectives, although they can hurt savers.

e Equities: By suppressing real yields, financial
repression tends to boost equity performance,
primarily by boosting equity valuations and
suppressing interest expense.

¢ Fixed Income: The impact of financial repression on
fixed income is contingent on the inflation regime. If
inflation is high, we would expect nominal yields to
rise, impairing bond performance.

Our analysis suggests that financial repression tends
to increase the relative performance of stocks versus

bonds, whether policy actions result in a high-or low-
inflation regime. Also, if inflation were to surprise to
the upside, we would expect stocks to outperform
bonds by a wider margin (Exhibit 7).

Since the range of potential outcomes is more
uncertain during financial repression, strategic asset
allocation decisions are essential to help mitigate
unforeseen outcomes. This includes maintaining long-
term exposure to real assets and non-U.S. equities to
provide diversification.

Details of our CMA Framework
and Philosophy
The following section provides greater detail regarding

our methodology for estimating asset-class returns,
volatility, and correlations.

Our Beliefs

Long-term capital market assumptions (CMAs) can
serve as valuable inputs for investment decisions.
These assumptions can help financial advisors position
their clients to reach their long-term goals; assist

EXHIBIT 7: Financial repression tends to increase the expected performance gap between stocks and bonds, with higher

inflation lowering asset-return estimates.

Asset Class CMA Financial Repression Scenarios

20-Year Annualized Real Geometric Average Returns

B Low Inflation Financial Repression

6%
3%
|
0% 1] ]
3%
Cash/Short Term 10-Year TIPS

Source: Fidelity Investments as of 4/30/22.

B High Inflation Financial Repression

B Baseline

10-Year Treasuries U.S. Equities
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EXHIBIT 8: Our CMA process is global, forward-looking, and dynamic.

) GDP GROWTH

) INFLATION

) CORPORATE EARNINGS

l } INTEREST RATES

) VALUATIONS

For illustrative purposes only. Source: Fidelity Investments (AART).

institutional money managers in making strategic asset
allocation decisions; and aid pension fund managers
in creating assumptions on equity returns and interest
rates to aid pension managers in supporting their
decisions for managing defined benefit plans.

Our CMA framework focuses on the specifics of
how economic and financial market inputs influence
asset returns over long periods of time (Exhibit 8).
While other approaches assume the connection
between GDP growth and asset returns is either
perfect or nonexistent, our framework is built on
the following beliefs:

® There is a principal relationship between economic
trends and asset-class performance.

¢ By deriving country-specific assumptions, we
generate estimates that are global and adaptive
across diverse economies and asset categories.

What makes our capital market
assumptions different

We focus on a 20-year horizon to build our secular
(long-term) CMAs to align with investment planning
and portfolio construction considerations.

INTEGRATION OF ASSET RETURNS

ECONOMIC & FINANCIAL
MARKET INPUTS

VOLATILITIES
CORRELATIONS

While secular CMAs are intended primarily for
strategic allocation decisions, we develop other
types of forecasts for shorter-horizon decisions.

As an example, our business cycle research focuses
on economic trends, which form a basis for return
and volatility patterns over shorter time horizons

to add value through active asset allocation.

(See our "Quarterly Market Update” and “Business
Cycle Update” series for more details.)

We develop 20-year forecasts because asset returns
often deviate significantly from long-term historical
averages, providing opportunity for forward-looking
estimates to add to an investment process. Since
1926, 20-year real (inflation-adjusted) equity market
returns have averaged 7%, but have ranged from 0%
to 14% due to differences in the economic growth
and inflation landscape, valuations, and the interest
rate environment.

We believe our CMA research process provides

a better sense of whether the next 20 years will be
on the high or low end of historical outcomes.

We therefore incorporate the core themes of global
GDP growth with a deep consideration of the current
capital market composition.
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A Global Perspective

Lastly, by adapting to today’s global environment,

in which developing countries account for a growing
share of the world economy and the investment
universe, our approach avoids the limitations of
backward-looking data that can be dominated by the
history of the U.S. and other developed markets.

Our multidimensional, scalable approach—based on
fundamentals such as growth, earnings, and valuation—
can be applied to diverse economies to provide the
building blocks for CMAs at the country, sector, and
sub-asset-class level. The 20-year time horizon is flexible
enough to capture shifts in the economic and market
landscape, but stable enough to serve as assumptions
for long-term investment strategies.

By focusing on the specifics of how GDP growth and

assets returns are related—and how they differ— our
approach avoids the overly simplistic assumptions of
some CMA frameworks.

Our Forward-Looking Approach

A dynamic blending of market composition, profit
margins, interest rates, debt levels, inflation, and

our first-in-class GDP growth forecasts can produce

a thoughtful forward-looking view that limits the
dependence on historical averages. The basis for

our asset return and volatility assumptions is our
20-year forecast of gross domestic product (GDP)
growth for the 40 largest countries in the MSCI All
Country World Index, described in the Fidelity article,
“Secular Outlook for Global Growth: the Next 20
Years.” Our forecasts are based on a panel approach
that synthesizes trends across multiple countries. We
believe this approach makes our forecasts more robust
than those derived from individual country data.

Return assumptions: A blend of economic
and financial measures

We believe the current environment of low yields
and the shift to lower-trend GDP growth will result
in lower fixed income returns relative to history.
Our secular rate outlook is based on the strong
relationship between GDP and bond yields, since

faster-growing economies are supported by more
productive investment that justifies higher borrowing
costs. Empirically, there have been deviations from this
relationship during financial booms and subsequent
busts, but over longer time horizons, higher rates of
nominal GDP growth have generally coincided with
higher interest rates.

Fixed income

We base our fixed income return expectations on

the assumption that sovereign—or government—
bond yields will gravitate toward the rate of nominal
economic growth in the long term. Specifically, we
assume that the yield on 10-year U.S. Treasury bonds
will converge nonlinearly to our nominal GDP forecast
of 4.2% annually over a 20-year time horizon (Exhibit 9).

Government bonds: We believe falling bond prices
will be a drag on future returns as yields rise over time,
with longer-duration bonds expected to produce the
lowest returns.? As yields rise, positive returns from
higher coupon income—in addition to roll-down returns
achieved as bonds mature along a positively sloped
yield curve—could help offset the price depreciation,
resulting in our estimate of 1.3% annualized real return
for a constant maturity 10-year Treasury note and 0.6%
for a constant maturity 30-year Treasury bond.3

Investment-grade bonds: The returns to credit-
sensitive bonds are a function of both the "risk-free” rate
calculated for government bonds and the additional
return potentially generated by the credit spread,

which compensates investors for the uncertainty

and default risk of corporate bonds.* We also adjust
returns to match the duration of the investment-grade
bond universe, which is around 6.5 years.® Using these
assumptions, we arrived at our estimate of a 1.9% return
for the Bloomberg Aggregate Bond Index over the next
20 years.¢ (Exhibit 1).

Cash/Short-term debt: Given our estimated
government bond yields, we then calculate term
premia to forecast potential returns of short-maturity
government securities.” We form a forward-looking
view of the yield curve by linking our term premia
expectations to country-specific histories and the
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EXHIBIT 9: Government bond yields and GDP growth have been highly correlated over the long term.

Nominal GDP Growth vs. Sovereign Bond Yields, 1985-2022

+ Historical Observations of Various Countries
10-Year Sovereign Bond Yield (20-Year Annualized)
18%

@ U.S. Secular Growth Forecast

16% . .
>
14% . .
> *
>
12% ., . * .
- >
10% R R IR A AR R
PS > o g .. PS ¢ o
- Re ok ": o * . * *

% R R 7 S A .

* 4 %0 s ? a - e
6% P S s, . - .

X3 % s E 20NN oS
é“ * “‘ ?: “o . .
O) +mmmmmmmmm————— -2 -
4% S ?‘ o f‘ S. nexﬁO,yearsfofec’ast yield (4.2%)
- *
2% 3 o "}“ ! U.S. current yield (2.9%)
<. ¢ :
0% :
0% 2% 4% 6% 8% 10% 12% 14% 16% 18%

Nominal GDP Growth (20-Year Annualized)

GDP: Gross Domestic Product. Source: Official country estimates, Haver Analytics, Bloomberg Finance L.P., Fidelity Investments (AART), as of 4/30/22.

uncertainty about future growth and inflation, as
reflected in the dispersion of forecasts among market
observers. Due to the very short duration of cash,
price depreciation from rising yields will be minimal,
while the convergence to higher yields over time can
increase coupon returns. However, current negative
real yields are a considerable drag on cash, resulting
in a real return estimate of -0.2%, which would fail to
outpace inflation over the next 20 years.

Equities

Corporate earnings growth is the bedrock of our
forward equity view. We model future earnings growth
by linking GDP growth and financial market inputs and
then incorporate a forward-looking valuation estimate
that is not based on historical averages.

Earnings: We base our earnings expectations on GDP
growth prospects adjusted for the industry mix of the
equity market, to reflect the productivity rates specific
to the universe of publicly traded companies, rather
than the productivity rate of the overall economy.

For example, the equity market-capitalization weight
of the highly productive U.S. technology sector
significantly exceeds its weight in GDP, which implies
that the productivity of the equity market exceeds
overall economic productivity.® Also, interest rates and
leverage are a significant driver of earnings growth.
For example, higher leverage increases the return on
equity while lower interest rates reduce interest costs,
providing a boost to earnings expectations over the
20-year horizon. Rising longer-term market yields from
mid-2020 through mid-2022 have reduced our market
assumptions for equities.

Valuations: We develop estimates based on the key
drivers of a country’s cyclically adjusted price-to-
earnings (CAPE) multiple, such as market composition,
growth, and inflation, rather than assuming that
valuations will revert to historical averages. For
instance, higher inflation rates tend to increase
uncertainty and risk premia, resulting in lower
valuations. Also, a larger weight of high-valuation
industries such as technology boosts valuations.

For the U.S., we expect the CAPE to average 20x
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over the next 20 years, which is above its long-

term average of 17x earnings. In the aggregate, our
worldwide valuation estimates for the next 20 years
are higher than historical averages, reflecting the
increased importance of high-productivity industries
and continued credibility of global central banks in
containing inflationary pressures.

Whether a country’s equity market return will be
boosted or hindered by repricing back to this long-
term trend also depends on starting valuations.” The
CAPE for the U.S. stock market was 31x earnings, well
above our long-term expectations as of April 30, 2022
(Exhibit 10). Outside the U.S., equity valuations were
lower, but still expensive relative to our expectations.

EXHIBIT 10: We expect U.S. equity valuations to converge
lower over the next 20 years.

Shiller CAPE vs. Forward U.S. Equity Returns
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Past performance is no guarantee of future results. It is not possible to invest
directly in an index. All indexes are unmanaged. See Appendix for important
index information. Price-to-earnings (P/E) ratio (or multiple): stock price
divided by earnings per share, which indicates how much investors are
paying for a company’s earnings power. Cyclically adjusted earnings are 10-
year averages adjusted for inflation. Source: FactSet, Haver Analytics, Fidelity
Investments (AART), as of 4/30/22.

Equity return expectations: Overall, we expect
domestic and non-U.S. equities to have lower returns
over the next 20 years as a result of slower global
growth and elevated valuations. There are, however,
some key differences across different segments of the
market. We expect U.S. equities to trail the returns of
both developed-markets equities outside the U.S. and
emerging market equities (Exhibit 1).

Volatility and correlations

We built a forward-looking process for forecasting
volatilities and correlations using a regime-based
simulation engine.’® We use historical data to simulate
return paths starting from a secular and cyclical state
most closely resembling the current environment. As of
April 2022, our starting secular state is low growth and
a mix of high and low inflation, and our starting cyclical
state is a mix of mid- and late cycle. We take a core set
of asset classes with relatively reliable historical data
beginning in the 1950s and identify these core assets
as factors. For non-core asset classes, we can estimate
factor exposures and calculate a covariance matrix
using 20-year simulations of the secular state, starting
from today'’s starting conditions and using a transition
matrix to account for the potential transitions to a
different growth or inflation regime.

In contrast, most attempts at portfolio optimization are
conducted using asset correlations that are calculated
from past historical returns, for which there is limited
history for newer asset classes such as emerging-
market equities and global sovereign debt.

We believe there are shortcomings to this approach,
as asset correlations can change over time. During the
past 60 years, the 20-year correlation between U.S.
equities and investment-grade bonds ranged from

-0.1 to 0.4. At a given point in time, whether inflation
or growth is the more dominant factor will influence
correlations. When inflation is low and stable, growth
has a greater impact on correlations. Because stock
performance is positively tied to changes in growth
expectations, while bond returns are inversely related,
investment-grade bond returns tend to have a low or
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even negative correlation with equity returns in a low-
inflation environment. By contrast, when inflation is
higher and more volatile—as it was in the 1970s—the
correlation between stocks and bonds increased.

Relative return conclusions

Following are some of our key findings when
comparing our return, volatility, and correlation
estimates:

* We expect stocks and bonds to have lower real
returns relative to the last 20 years and vs. their long-
term histories.

¢ We anticipate risk-adjusted returns for U.S. and
developed-market equity categories to be lower
than long-term historical levels.

* We expect bonds to have a much lower Sharpe ratio
relative to the past two decades.

* Although higher inflation expectations increase
stock/bond correlations, we expect bonds to remain
a good diversifier against equity returns.

¢ Under the different scenarios we ran to explore
the impact inflation, financial repression, and other
factors on our CMAs, we continue to expect stocks
to outperform bonds.

As with any financial planning or portfolio construction
process, comparing relative returns across asset
categories is essential. Although we expect asset
returns will be lower than they have been historically,
our base case is for equities to outperform bonds over
the next 20 years.
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Appendix

Asset classes shown in Exhibit 1 are represented by the following indexes:
Emerging-Market Stocks—MSCI Emerging Markets Index; Global Equities

ex. U.S.—MSCI All Country World Index (ACWI) ex USA Index; Developed
Market ex. U.S. Equities—MSCI World ex USA Index; U.S. Equities—Dow
Jones U.S. Total Stock Market Index; U.S. High-Yield Bonds—ICE Bank of
America (BofA) U.S. High Yield Index; Investment-Grade Bonds—Bloomberg
U.S. Aggregate Bond Index; Developed Market Non-U.S. Bonds USD
Hedged—Bloomberg Global Aggregate ex USD Total Return Index Value
Hedged USD; Municipal Bonds—Bloomberg Municipal Bond Index; U.S.
TIPS—Bloomberg U.S. Treasury Inflation Protected Notes; Developed Market
Non-U.S. Sovereign Debt USD Hedged—Bloomberg Global Treasury DM ex
US 30% EUR 10% Country Cap Total Return Index Hedged USD; U.S. Cash/
Short-Term—Bloomberg 1-3 Month US Treasury Bill Index.

Index Definitions

Bloomberg Global Aggregate ex USD Total Return Index Value Hedged
USD measures the performance of global investment-grade debt from 24
local currency markets. It is a multi-currency index that includes fixed-

rate treasury, government-related, corporate, and securitized bonds from
developed- and emerging-market issuers while excluding U.S.-denominated
debt.

Bloomberg Global Treasury DM ex US 30% EUR 10% Country Cap Total
Return Index Hedged USD measures the total return of fixed-rate, local
currency government debt of investment-grade developed-market countries
(excluding the United States), hedged to USD. The index maintains 30%
exposure to eurozone countries and includes a 10% country cap.

Bloomberg Commodity Index measures the performance of the commodities
market. It is calculated on an excess return basis and reflects commodity
futures price movements.

Bloomberg 1-3 Month US Treasury Bill Index is designed to measure the
performance of public obligations of the U.S. Treasury that have a remaining
maturity of greater than or equal to 1 month and less than 3 months.

Bloomberg Municipal Bond Index is a market value-weighted index of
investment-grade municipal bonds with maturities of one year or more.

Bloomberg U.S. Aggregate Bond Index is an unmanaged, market value-
weighted performance benchmark for investment-grade fixed-rate debt
issues, including government, corporate, asset-backed, and mortgage-
backed securities with maturities of at least one year.

Bloomberg U.S. Treasury Inflation Protected Notes Index is a market
value-weighted index that measures the performance of inflation-protected
securities issued by the U.S. Treasury.

Consumer Price Index (CPI) is an inflationary indicator that measures the
change in the cost of a fixed basket of products and services, including
housing, electricity, food, and transportation.

Dow Jones U.S. Total Stock Market IndexS" is a full market capitalization-
weighted index of all equity securities of U.S.-headquartered companies with
readily available price data.

ICE BofA U.S. High Yield Index is a market capitalization-weighted index
of U.S. dollar-denominated, below-investment-grade corporate debt publicly
issued in the U.S. market.

MSCI ACWI (All Country World Index) ex USA Index is a market
capitalization-weighted index designed to measure investable equity market
performance for global investors of large and mid cap stocks in developed and
emerging markets, excluding the United States.

MSCI Emerging Markets (EM) Index is a market capitalization-weighted index
designed to measure the investable equity market performance for global
investors in emerging markets.

MSCI® Europe, Australasia, Far East Index (EAFE) is an unmanaged,
market capitalization-weighted index designed to represent the performance
of developed stock markets outside the U.S. and Canada.

S&P 500° is an unmanaged, market capitalization-weighted index of common
stocks and a registered service mark of The McGraw-Hill Companies, Inc.,
which has been licensed for use by Fidelity Distributors Corporation and its
affiliates.

Endnotes

! Past performance is not a guarantee of future results. All historical
performance data quoted is as of 4/30/22, unless otherwise noted.

2 Duration estimates a bond’s change in price given a change in interest rates,
assuming a parallel shift in the yield curve (neither steepening nor flattening).
3 The roll-down return is the gain (loss) caused by a falling (rising) yield when
a bond approaches its maturity date. Therefore, as bonds approach their
maturity date, they should roll down the positively sloped yield curve to a lower
yield, creating a gain.

4Treasury securities are considered “risk free” because they are backed by
the full faith and credit of the U.S. government.

5As of Apr. 30, 2022.

6The composition of the combined investment-grade bond portfolio has a
similar weighting of government and corporate bonds as the Bloomberg U.S.
Aggregate Bond Index. Investment-grade bonds are bonds rated BBB-/ Baa3/
BBB- or higher by Standard & Poor’s/Moody’s/Fitch.

’The term premium is the excess yield that investors require to commit to
holding a long-term bond instead of a series of shorter-term bonds.

8Source: Bureau of Economic Analysis, Haver Analytics, Fidelity Investments
(AART) as of Apr. 30, 2022.

° We define current valuations as today’s cyclically adjusted P/E ratio, or the
Shiller CAPE, which is the ratio of today’s stock market index price divided by
the average of the last 10 years of operating earnings per share.

°Correlation measures interdependencies between two random variables,
with coefficients indicating perfect negative correlation at -1, absence of
correlation at 0, and perfect positive correlation at +1.
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of 4/30/22, unless otherwise noted.

These materials contain statements that are “forward-looking statements,” which are based
upon certain assumptions of future events. Actual events are difficult to predict and may

differ from those assumed. There can be no assurance that forward-looking statements will
materialize or that actual returns or results will not be materially different than those presented.

Information provided in this document is for informational and educational purposes only. To the
extent any investment information in this material is deemed to be a recommendation, it is not
meant to be impartial investment advice or advice in a fiduciary capacity and is not intended to be
used as a primary basis for you or your client’s investment decisions. Fidelity and its representatives
may have a conflict of interest in the products or services mentioned in this material because they
have a financial interest in them, and receive compensation, directly or indirectly, in connection
with the management, distribution, and/or servicing of these products or services, including Fidelity
funds, certain third-party funds and products, and certain investment services.

Information presented herein is for discussion and illustrative purposes only and is not a
recommendation or an offer or solicitation to buy or sell any securities. Views expressed are as of
August 2022, based on the information available at that time, and may change based on market
and other conditions. Unless otherwise noted, the opinions provided are those of the author and
not necessarily those of Fidelity Investments or its affiliates. Fidelity does not assume any duty to
update any of the information.

Investment decisions should be based on an individual’'s own goals, time horizon, and tolerance
for risk. Nothing in this content should be considered to be legal or tax advice, and you are
encouraged to consult your own lawyer, accountant, or other advisor before making any
financial decision.

Stock markets are volatile and can fluctuate significantly in response to company, industry,
political, regulatory, market, or economic developments. Foreign markets can be more volatile
than U.S. markets due to increased risks of adverse issuer, political, market, or economic
developments, all of which are magnified in emerging markets. These risks are particularly
significant for investments that focus on a single country or region.

Although bonds generally present less short-term risk and volatility than stocks, bonds do contain
interest rate risk (as interest rates rise, bond prices usually fall, and vice versa) and the risk of
default, or the risk that an issuer will be unable to make income or principal payments.

Additionally, bonds and short-term investments entail greater inflation risk—or the risk that the return
of an investment will not keep up with increases in the prices of goods and services—than stocks.
Increases in real interest rates can cause the price of inflation-protected debt securities to decrease.

Investing involves risk, including risk of loss.
Past performance and dividend rates are historical and do not guarantee future results.
Diversification and asset allocation do not ensure a profit or guarantee against loss.

All indices are unmanaged. You cannot invest directly in an index, which is not intended to
represent the performance of any Fidelity product.

Third-party marks are the property of their respective owners; all other marks are the property of
FMR LLC.

The Chartered Financial Analyst (CFA) designation is offered by the CFA Institute. To obtain the
CFA charter, candidates must pass three exams demonstrating their competence, integrity, and
extensive knowledge in accounting, ethical and professional standards, economics, portfolio
management, and security analysis, and must also have at least four years of qualifying work
experience, among other requirements. CFA® and Chartered Financial Analyst® are registered
trademarks owned by CFA Institute.

Intended for investment professional or institutional investor use only. Not for distribution to
the public in any form.

Fidelity Institutional® provides investment products through Fidelity Distributors Company LLC;
clearing, custody, or other brokerage services through National Financial Services LLC or Fidelity
Brokerage Services LLC (Members NYSE, SIPC); and institutional advisory services through
Fidelity Institutional Wealth Adviser LLC.

Institutional asset management is provided by FIAM LLC and Fidelity Institutional Asset
Management Trust Company.

© 2022 FMR LLC. All rights reserved.

988839.3.0 1.9904178.103



