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OUTLOOK

 We are in a transition period with a more acute trade-off between 
economic growth and monetary tightening/interest rate increases.

 Low financial system leverage is supporting private sector credit 
growth while central banks are tightening money.

 The retraction of money and expansion of credit favors real 
economic activity relative to financial assets.

 Markets are pricing in the secularly low volatility of the past few 
years at a time when conditions are changing quickly.

 The next downturn will be a real mess.
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US Interest Rates, Money, and Debt
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Please review the “Important Disclosures and Other Information” located at the end of this presentation.
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ABUNDANT LIQUIDITY HAS PUSHED UP ASSET PRICES…

The U.S. 60/40 Portfolio represents 60% capital weight in U.S. large cap equities and 40% capital weight in U.S. government bonds.  Each gray line represents a distinct 9 year period beginning in January of each year.
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…BUT LOOKING FORWARD, FROM TODAY’S  LEVEL OF YIELDS,
RETURNS ARE LIKELY TO BE THE LOWEST IN MODERN HISTORY

*Total Returns in local currency terms. Return estimates are based on our projections of what each asset’s total return will be over the next 10 years assuming a gradual normalization of economic conditions, earnings and asset pricing.
We use long-term volatility measures that evolve slowly, so that our estimates account for a full range of economic environments one could potentially experience.“60/40” represents 60% capital weight in large cap equities and 40%
capital weight in government bonds. Please review the “Important Disclosures and Other Information” located at the end of this presentation.

Region Bond Equity 60/40
USA 3.1% 3.5% 3.4%
EUR 0.9% 3.6% 2.5%
JPN 0.5% 3.2% 2.2%
GBR 2.2% 5.0% 3.9%
Global 1.9% 4.4% 3.4%

10Y Value Estimates*
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EXTENDED CYCLICAL RECOVERY
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ECONOMY TRANSITIONING TO THE LATE CYCLE 
THOUGH INFLATION STILL LOW

Please review the “Important Disclosures and Other Information” located at the end of this presentation.
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TRANSITIONING TO THE LATE CYCLE
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CORRELATED GLOBAL TIGHTENING

 The Fed is rolling down its balance sheet, approaching a rate of 
$400 billion per year. They are also raising short-term interest 
rates.

 The ramp-up in US fiscal stimulation is underway, a draw on 
liquidity of $250 billion or more per year.

 The ECB has cut their purchases of bonds by half (€360bln / yr) 
and is now beginning to contemplate the timing of interest rate 
increases.

 China is pursuing a managed deleveraging.

 The BoJ has gradually reduced asset purchases.
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Developed World Short Rate
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MARKETS ARE NOT PRICING IN MUCH TIGHTENING OR RISK

Still priced for a very gradual 
pace of tightening

Please review the “Important Disclosures and Other Information” located at the end of this presentation.
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ABUNDANT LIQUIDITY HAS COMPRESSED “SPREAD”

Updated as of data available June 2018. Please review the “Important Disclosures and Other Information” located at the end of this presentation.

Where is There Spread?
Asset Current LT Avg Percentile Asset Current LT Avg Percentile

Yield Curve (Local FX) Sovereign Credit
United States 1.0% 1.4% 37% Europe (Periphery) Spread to Bunds 0.9% 0.7% 75%
Europe 0.8% 1.1% 39% Emerging Markets (Hard Currency) 1.0% 1.4% 22%
Japan 0.2% 0.9% 19%

Illiquid Assets
Investment Grade Corporate Credit Private Equity (Valuation vs. Public) 93% 76% 33%

United States 1.4% 1.6% 49% Private Infrastructure 7.8% 8.8% 29%
Europe 1.4% 1.4% 63% Real Estate (Cap Rate vs Real Yield) 5.4% 6.0% 25%
Japan 0.6% 0.6% 64%

Asset & Mortgage-Backed Credit
High Yield Corporate Credit US ABS 0.9% 1.8% 21%

United States 3.5% 3.5% 40% US MBS 0.5% 0.8% 20%
US IG CMBS 0.8% 1.8% 20%
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Results shown 1970 through April 2018. Past performance is not indicative of future results. Please review the “Important Disclosures and Other Information” located at the end of this presentation.

LATE CYCLE CONDITIONS INCREASE RISKS

Average Ratio Early Cycle Mid Cycle Late Cycle
Equities 0.6 0.5 -0.2
Nominal Bonds 0.9 1.0 -0.4
IL Bonds 0.6 0.5 0.4
Credit 0.9 0.7 -0.4
Commodities 0.1 -0.2 0.4
World 60/40 0.8 0.7 -0.3
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2019 IS SETTING UP TO BE DANGEROUS FOR THE ECONOMY;
FOR INVESTORS THE DANGER IS ALREADY HERE

Please review the “Important Disclosures and Other Information” located at the end of this presentation.

Current Tightening Cycle Is On Track to be the Largest Since 1982
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EARNINGS GROWTH STRONG, BUT ALREADY PRICED IN
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Earnings expanded rapidly 
over the last year. Analyst 
consensus is for this to 
continue; we think a leveling 
off is more likely.

What Happens Following Periods of Strong Global Growth?

If Growth Subsequently:
Then the Average Subsequent 

Equity Return is:
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Even small moderation after 
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equity performance on average
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...this year, earnings 
accelerated, but 
high expectations 
and tightening
liquidity meant the 
market didn't rise

Last year, the 
strongest 
earnings in years 
and easy liquidity 
meant prices
rose with 
earnings...
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CENTRAL BANKS HAVE LITTLE MANEUVERABILITY
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THE RISKS ARE EXACERBATED BY UNDERLYING
ECONOMIC, POLITICAL, AND SOCIAL ISSUES
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A WIDE RANGE OF POTENTIAL OUTCOMES
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UNIQUE RISKS OF THE NEXT DOWNTURN

 Central banks’ ability to reverse the next downturn will be 
limited.

 Political divisions will impact effective policy action.

 Deflation with interest rates near zero can trigger a self-
reinforcing rise in real interest rates and rising risk premiums.

 Too many financial promises to be kept.
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Global Outlook Appendix



20

RISK CURVES HAVE SHIFTED
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TOO MANY BONDS RELATIVE TO PRIVATE SECTOR DEMAND
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UNLIKE PAST CYCLES, LOW FINANCIAL LEVERAGE REDUCES 
VULNERABILITY
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THE OIL MARKET HAS TIGHTENED SUBSTANTIALLY
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US vs Developed World Real Yield (10yr)
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U.S. DOLLAR REMAINS ATTRACTIVE

- Bearish U.S.

+ Bullish U.S.

Please review the “Important Disclosures and Other Information” located at the end of this presentation.
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JAPAN: BOJ HAS A LONG PATH AHEAD
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EUROPE: PRIVATE CREDIT SUPPORTING GROWTH AS ECB PULLS 
BACK; DIVERGENCES REMAIN
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Real Yields
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Mediocre growth prospects due to 
1) ongoing Brexit drag, 2) pullback 
in stimulation, 3) less strong 
trading partner growth

Brexit Impact on Growth (Annualized)

Since Mid-
2016

2018 
Estimate

Consumption -0.6% -0.3%
Investment -0.3% -0.2%
Trade & Transfers -0.2% 0.0%
Total ex Govt -1.1% -0.5%
Government Spending 0.1% 0.2%
Total -1.0% -0.3%

Brexit has been a ~1% per year drag on growth, with a 
cumulative impact on the level of GDP of about 2% by the end 
of 2018

Real yields fell 
after Brexit vote 
and remain near 
secular lows

FX has appreciated meaningfully in past 
six months, reversing some of the 
decline that followed the Brexit vote
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CHINA ATTEMPTING TO CAP CREDIT GROWTH WHILE 
MAINTAINING ACCEPTABLE GDP GROWTH
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ARGENTINA AND TURKEY’S HIGHER RELIANCE ON DOLLAR 
FUNDING HAS DRIVEN DIVERGENT MARKET ACTION

Please review the “Important Disclosures and Other Information” located at the end of this presentation
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TRACKING THE ESCALATING TRADE TENSIONS
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announced; no 
specific products 
or amounts

$50 billion 
US tariff and 
Chinese 
retaliation 
announced

Steel and 
aluminum tariffs 
extended to EUR, 
MEX, CAN

…much more 
significant 
escalation of 
tit-for-tat 
responses in 
second year of 
presidency as 
tariffs begin to 
be imposed

US response 
to Chinese 
retaliation 
(10% on 
$200bn) 
and Chinese 
response 
announced

Relatively few 
tit-for-tat 
responses 
for first year 
of Trump 
presidency…

Data shown as of June 2018.
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CHINA’S RISING SHARE OF GLOBAL WEALTH

Data through December 2017.
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CHINA’S CASHFLOWS ARE MASSIVE
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Chinese Asset Markets (USD, Tln)
Total Held by Foreigners Accessible to Foreigners

Rank
1 United States $27,469 United States $14,180
2 China $9,291 Japan $9,540
3 Japan $5,444 China* $5,828
4 United Kingdom $3,074 Italy $2,295
5 France $2,417 France $2,285

Global Rankings of Asset Markets (USD, Bln)
Equity Market Cap Gov't Bonds Outstanding

MARKETS ARE LARGE, LIQUID, AND OPENING UP

Data on Global Market Cap and Government Bonds Outstanding as of Jun 2017. *China Gov’t Bonds Outstanding includes policy bank bonds.
Data on Chinese Assets (bottom chart) through August 2017.

Stock connects’ 
quotas removed

Bond market opened 
meaningfully (CIBM)
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Please read the following notes and disclosures as they provide important information and context for the research and performance represented herein. Additional information is available upon request except where the proprietary
nature of the information precludes its dissemination.

Important Disclosures and Other Information
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IMPORTANT DISCLOSURES
This presentation contains proprietary information regarding Bridgewater Associates, LP (“Bridgewater”) and the strategies Bridgewater manages and is being furnished on a confidential basis to a sophisticated prospective investor for
the purpose of evaluating an investment with Bridgewater. By accepting this presentation, the prospective investor agrees that it (and each employee, representative or other agent of such prospective investor) will use the information
only to evaluate its potential interest in a fund or strategy described herein and for no other purpose and will not divulge any such information to any other party. No part of this presentation may be (i) copied, photocopied or duplicated in
any form by any means or (ii) redistributed without the prior written consent of Bridgewater. Notwithstanding anything to the contrary, a prospective investor, and each employee, representative or other agent of such prospective investor,
may disclose to any and all persons, without limitation of any kind, the U.S. federal and state income tax treatment and tax structure of a fund described herein (and any of the transactions contemplated hereby) and all materials of any
kind (including opinions or other tax analyses) that are provided to a prospective investor relating to such U.S. federal and state income tax treatment and tax structure.
This presentation has been prepared solely for informational purposes and is not an offer to buy or sell or a solicitation of an offer to buy or sell any security or to participate in any trading strategy. Any such offering, will be made
pursuant to a definitive offering memorandum (the “OM”) which will contain the terms and risks of making an investment with Bridgewater in the relevant fund and other material information not contained herein and which will supersede
this information in its entirety. In the event of any discrepancy between the information shown in this presentation and the OM, the OM will prevail. Investors should not construe the contents of this presentation as legal, tax, accounting,
investment or other advice. Any decision to invest in a Bridgewater fund or strategy described herein should be made after carefully reviewing the OM (including the risks described therein) and all other related documents, conducting
such investigations as the prospective investor deems necessary and consulting such investor’s own investment, legal, accounting and tax advisors in order to make an independent determination of the suitability and consequences of
an investment in such fund or strategy. Information only for Swiss qualified investors pursuant to Art 10.3 of the Collective Investment Schemes Act (CISA): Representative in Switzerland: UBS Fund Management (Switzerland) AG,
Aeschenplatz 6, CH-4052 Basel. Paying Agent in Switzerland: UBS Switzerland AG, Bahnhofstrasse 45, CH-8001 Zurich. The offering memorandum, subscription documents and the financial statements of an investment fund offered to
Swiss qualified investors are available free of charge from the Representative in Switzerland.
An investment in any Bridgewater fund or strategy involves significant risks and there can be no assurance that any fund or strategy will achieve its investment objective or any targets or that investors will receive any return of their
capital. An investment in any Bridgewater fund or strategy is suitable only for sophisticated investors and requires the financial ability and willingness to accept the high risks inherent in such an investment (including the risk of loss of
their entire investment) for an indefinite period of time. Past performance is not indicative of future results.
This presentation and the OM will only be made available to persons or entities who are “accredited investors” under the Securities Act of 1933, as amended, and “qualified purchasers” under the Investment Company Act of 1940, as
amended. The distribution of this presentation and the OM may be restricted by law in certain jurisdictions, and it is the responsibility of persons into whose possession this presentation or the OM comes to inform themselves about, and
observe, any such restrictions.
Certain information contained herein constitutes forward-looking statements (including projections, targets, hypotheticals, ratios, estimates, returns, performance, opinions, activity and other events contained or referenced herein), which
can be identified by the use of terms such as “may,” “will,” “should,” “expect,” “anticipate,” “project,” “estimate,” “intend,” “continue” or “believe” or other variations (or the negatives thereof) thereof. Due to various risks, assumptions,
uncertainties and actual events, including those discussed herein and in the OM, actual results, returns or performance may differ materially from those reflected or contemplated in such forward-looking statements. As a result,
prospective investors should not rely on such forward-looking statements in making their investment decisions. Any forward-looking statements contained herein reflect Bridgewater’s current judgment and assumptions which may
change in the future, and Bridgewater has no obligation to update or amend such forward-looking statements.
Bridgewater’s investment process seeks to understand the cause and effect linkages that drive markets over time. To assess and refine its understanding of these linkages, Bridgewater performs historical stress tests across a wide
range of timeframes and market environments. From these stress tests, Bridgewater is able to simulate how its strategies would have performed prior to their inception. Because Bridgewater recognize the possibility that it could be
wrong, Bridgewater “humbles” its simulations, by systematically adjusting downward the back-tested, simulated results that Bridgewater’s current investment logic produces. Because this stress testing is a core component of
Bridgewater’s investment process, it shares these simulations with current and prospective investors to demonstrate its thinking. However, because they do not demonstrate actual results, these simulations are inherently limited and
should not be relied upon to make an investment decision.
HYPOTHETICAL PERFORMANCE RESULTS HAVE MANY INHERENT LIMITATIONS, SOME OF WHICH ARE DESCRIBED BELOW. NO REPRESENTATION IS BEING MADE THAT ANY ACCOUNT WILL OR IS LIKELY TO
ACHIEVE PROFITS OR LOSSES SIMILAR TO THOSE SHOWN. IN FACT, THERE ARE FREQUENTLY SHARP DIFFERENCES BETWEEN HYPOTHETICAL PERFORMANCE RESULTS AND THE ACTUAL RESULTS
SUBSEQUENTLY ACHIEVED BY ANY PARTICULAR TRADING PROGRAM.
ONE OF THE LIMITATIONS OF HYPOTHETICAL PERFORMANCE RESULTS IS THAT THEY ARE GENERALLY PREPARED WITH THE BENEFIT OF HINDSIGHT. IN ADDITION, HYPOTHETICAL TRADING DOES NOT INVOLVE
FINANCIAL RISK, AND NO HYPOTHETICAL TRADING RECORD CAN COMPLETELY ACCOUNT FOR THE IMPACT OF FINANCIAL RISK IN ACTUAL TRADING. FOR EXAMPLE, THE ABILITY TO WITHSTAND LOSSES OR TO
ADHERE TO A PARTICULAR TRADING PROGRAM IN SPITE OF TRADING LOSSES ARE MATERIAL POINTS WHICH CAN ALSO ADVERSELY AFFECT ACTUAL TRADING RESULTS. THERE ARE NUMEROUS OTHER
FACTORS RELATED TO THE MARKETS IN GENERAL OR TO THE IMPLEMENTATION OF ANY SPECIFIC TRADING PROGRAM WHICH CANNOT BE FULLY ACCOUNTED FOR IN THE PREPARATION OF HYPOTHETICAL
PERFORMANCE RESULTS AND ALL OF WHICH CAN ADVERSELY AFFECT ACTUAL TRADING RESULTS.
Bridgewater believes that a particular return stream should be evaluated against its expected performance or its benchmark. To that end, Bridgewater demonstrates whether its strategies are operating as expected via a cone chart,
which shows the performance of a particular strategy over time relative to the strategy’s benchmark and also within bands of standard deviation from that benchmark. Separately, to demonstrate the impact of market conditions on the
strategies it manages, Bridgewater explains the macro-economic pressures and market conditions that effected performance in the context of client letters, account reviews, or other publications that Bridgewater provides to each current
and prospective investor on a regular basis. Additional information about how Bridgewater thinks about setting expectations for its strategies via a benchmark is available upon request.
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IMPORTANT DISCLOSURES
Any tables, graphs or charts relating to past performance, whether hypothetical, simulated or actual, included in this presentation are intended only to illustrate the performance of indices, strategies, or specific accounts for the historical
periods shown. When creating such tables, graphs and charts, Bridgewater may incorporate assumptions on trading, positions, transactions costs, market impact estimations and the benefit of hindsight. For example, transaction cost
estimates used in simulations are based on historical measured costs and/or modeled costs, and attribution is derived from a process of attributing positions held at a point in time to specific market views and is inherently imprecise.
Such tables, graphs and charts are not intended to predict future performance and should not be used as a basis for making any investment decision. Bridgewater has no obligation to update or amend such tables, graphs or charts.
Statements regarding target performance or target ratios related to assumed risk budgets, liabilities, volatility, target volatility, tracking error or other targets should not be considered a guarantee that such results can or will be achieved.
For example, Bridgewater may adjust returns to match, for instance, the annualized standard deviation of two or more return series but this adjustment does not suggest that the returns or assets are similar with respect to other aspects
of the risk such as liquidity risk. Any statements with respect to the ability to risk match or risk adjust in the future are not a guarantee that the realized risks will be similar and material divergences could occur. All performance and risk
targets contained herein are subject to revision by Bridgewater and are provided solely as a guide to current targets.
Discussions related to the risk controlling capabilities of low risk portfolios, diversification, passive investing, risk management, risk adjusting, and any other risk control theories, statements, measures, calculations and policies contained
herein should not be construed as a statement that Bridgewater has the ability to control all risk or that the investments or instruments discussed are low risk. Active trading comes with a monetary cost and high risk and there is no
guarantee the cost of trading will not have a materially adverse impact on any account, fund, portfolio or other structure. Bridgewater manages accounts, funds and strategies not referred to herein. Additionally, even where accounts,
funds or strategies are traded similarly, performance may materially diverge based on, among other factors, timing, the approved instruments, markets, and target risk for each strategy or market. The price and value of the investments
referred to in this presentation and the income, if any, derived therefrom may fluctuate.
Statistical and mathematical measures of performance and risk measures based on past performance, market assumptions or any other input should not be relied upon as indicators of future results. While Bridgewater believes the
assumptions and possible adjustments it may make in making the underlying calculations are reasonable, other assumptions, methodologies and adjustments could have been made that are reasonable and would result in materially
different results, including materially lower results. Where shown, targeted performance and the abilities and capabilities of the active and passive management approaches discussed herein are based on Bridgewater’s analysis of
market data, quantitative research of the underlying forces that influence asset classes as well as management policies and objectives, all of which are subject to change. The material contained herein may exhibit the potential for
attractive returns, however it also involves a corresponding high degree of risk. Targeted performance, whether mathematically based or theoretical, is considered hypothetical and is subject to inherent limitations such as the impact of
concurrent economic or geo-political elements, forces of nature, war and other factors not addressed in the analysis, such as lack of liquidity. There is no guarantee that the targeted performance for any fund or strategy shown herein
can or will be achieved. A broad range of risk factors, individually or collectively, could cause a fund or strategy to fail to meet its investment objectives and/or targeted returns, volatilities or correlations.
Where shown, information related to markets traded may not necessarily indicate the actual historical or current strategies of Bridgewater. Markets listed may or may not be currently traded and are subject to change without notice.
Markets used for illustrative purposes may not represent the universe of markets traded or results available and may not include actual trading results of Bridgewater. Other markets or trading, not shown herein, may have had materially
different results. Attribution of performance or designation of markets and the analysis of performance or other performance with respect to scenario analysis or the determination of biases is based on Bridgewater’s analysis. Statements
made with respect to the ability of Bridgewater, a fund, a strategy, a market or instrument to perform in relation to any other market, instrument or manager in absolute terms or in any specific manner in the future or any specified time
period are not a guarantee of the desired or targeted result.
Bridgewater research utilizes data and information from public, private and internal sources, including data from actual Bridgewater trades. Sources include, the Australian Bureau of Statistics, Asset International, Inc., Barclays Capital
Inc., Bloomberg Finance L.P., CBRE, Inc., CEIC Data Company Ltd., Consensus Economics Inc., Corelogic, Inc., CoStar Realty Information, Inc., CreditSights, Inc., Credit Market Analysis Ltd., Dealogic LLC, DTCC Data Repository
(U.S.), LLC, Ecoanalitica, EPFR Global, Eurasia Group Ltd., European Money Markets Institute – EMMI, Factset Research Systems, Inc., The Financial Times Limited, GaveKal Research Ltd., Global Financial Data, Inc., Guidepoint
Global, LLC, Harvard Business Review, Haver Analytics, Inc., The Investment Funds Institute of Canada, Intercontinental Exchange (ICE), Investment Company Institute, International Energy Agency, Lombard Street Research, Markit
Economics Limited, Mergent, Inc., Metals Focus Ltd, Moody’s Analytics, Inc., MSCI, Inc., National Bureau of Economic Research, Organisation for Economic Cooperation and Development, Pensions & Investments Research Center,
RealtyTrac, Inc., RP Data Ltd, Rystad Energy, Inc., S&P Global Market Intelligence Inc., Sentix Gmbh, Shanghai Wind Information Co., Ltd., Spears & Associates, Inc., State Street Bank and Trust Company, Sun Hung Kai Financial
(UK) Limited, Thomson Reuters, Tokyo Stock Exchange, United Nations, US Department of Commerce, Wood Mackenzie Limited, World Bureau of Metal Statistics, and World Economic Forum. While we consider information from
external sources to be reliable, we do not assume responsibility for its accuracy.
None of the information related to a fund or strategy that Bridgewater may provide is intended to form the basis for any investment decision with respect to any retirement plan’s assets. Any information Bridgewater provides should be
independently and critically evaluated based on whatever other sources deemed appropriate, including legal and tax advice; it is also not intended to be impartial investment information or advice as Bridgewater may recommend one or
more Bridgewater products in connection with such information, which would result in additional fees being paid to Bridgewater. Bridgewater’s status as an ERISA fiduciary with respect to the management of any existing or future
Bridgewater product(s) in which you invest would be (or continue to be) set forth in that product’s applicable governing instruments. You are responsible for ensuring that your decision to invest in any Bridgewater product does not violate
the fiduciary or prohibited transaction rules of ERISA, the U.S. Internal Revenue Code or any applicable laws or regulations that are similar. On and after June 9, 2017, the information provided herein is being made available only to
“independent fiduciaries with financial expertise” (within the meaning of the Definition of the Term “Fiduciary”; Conflict of Interest Rule – Retirement Investment Advice, 81 Fed. Reg. 20,946 (Apr. 8, 2017), available at
https://www.gpo.gov/fdsys/pkg/FR-2016-04-08/pdf/2016-07924.pdf), and this presentation should not be accepted by any person who does not meet such requirements.
This presentation was written in connection with the promotion or marketing of a Bridgewater fund or strategy, and it was not intended or written to be used and cannot be used by any person for the purpose of avoiding penalties that
may be asserted under the U.S. Internal Revenue Code.
In certain instances amounts and percentages in this presentation are approximate and have been rounded for presentation purposes. Statements in this presentation are made as of the date appearing on this presentation unless
otherwise indicated. Neither the delivery of this presentation or the OM shall at any time under any circumstances create an implication that the information contained herein is correct as of any time subsequent to such date. Bridgewater
has no obligation to inform potential or existing investors when information herein becomes stale, deleted, modified or changed. ©2018 Bridgewater Associates, LP. All rights reserved.


