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Where Things Stand

Revisiting the key forces at work on global economies and markets:
We have transitioned from a long period of monetary easing to monetary tightening.

The flow of global money and credit is gradually rolling over, comprised of a contraction in money, which is
raising asset yields, and an expansion of credit, which is supporting growth and cash flows,

The pace of monetary tightening is moderate, led by the Fed via the roll-down of the balance sheet and a rise
in short-term interest rates, with impacts on the dollar that are in turn impacting the most liquidity-sensitive
countries.

Unusual for this late stage of the cycle, the global financial system is not over-leveraged, is less vuinerable
to a pullback in credit in response to the monetary tightening, and continues to support global growth.

China's economic policy is now of comparable importance as policy in the US and Europe. The past year's
macroprudential tightening reduced financial leveraging in the system, so far without inhibiting the flow of
core credit to the real economy or producing an economic slowdown. In response to trade tensions and the
associated rise in risk premiums, the PBoC has eased monetary policy a bit, and the government is now
preparing a round of targeted, moderate fiscal stimulation in case they need it.

The expected returns of assets are low and the next downturn presents unigue risks.

Looking back, nine years ago we had high risk premiums and monetary stimulation, and this stimulation lasted
for many years. Now, we have {ow risk premiums and monetary tightening. The stimulation was successful and
as a result of that success, asset returns over the period were as high as any nine-year period in history, and risk
premiums fell from among the highest levels of the past 100 years to among the lowest. Below, we show the
past nine years of returns in relation to all prior nine-year periods, and associated measures of risk premiums,
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The depth of the 2008 recession and the magnitude of the rise in risk premiums at that time allowed a lot of
room for economies to expand and for asset prices to rise. Given the debt overhang and the deleveraging
pressures, it took a lot of stimulation to produce a moderate amount of growth, which then took a long time to
approach capacity limits. Now, the transition from the mid-cycle to the late cycle is bringing forward an
environment that is threatening to asset returns, as shown below.
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! Balanced Portfolio returns are based on the Al Weather Asset Mix, which is simulated. It is expected that the simulated performance will
periedically change as a function of both refinements to our simulation methodology and the underlying market data. HYPOTHETICAL OR
SIMULATED PERFORMANCE RESULTS HAVE CERTAIN INHERENT LIMITATIONS. UNLIKE AN ACTUAL PERFORMANCE RECORD,
SIMULATED RESULTS DO NOT REPRESENT ACTUAL TRADING OR THE COSTS OF MANAGING THE PORTFQLIQ, ALSO, SINCE THE
TRADES HAVE NGT ACTUALLY BEEN EXECUTED, THE RESULTS MAY HAVE UNDER OR OVER COMPENSATED FOR THE IMPACT, iF
ANY, OF CERTAIN MARKET FACTORS, SUCH AS LACK OF LIQUIDITY. SIMULATED TRADING PROGRAMS IN GENERAL ARE ALSO
SUBJECT TO THE FACT THAT THEY ARE DESIGNED WITH THE BENEFIT OF HINDSIGHT. NO REPRESENTATION IS BEING MADE THAT
ANY ACCOUNT WILL OR IS LIKELY TO ACHIEVE PROFITS OR LOSSES SIMILAR TO THOSE SHOWN. Past performance is not indicative of
future results. Please review the "Important Disclosures and Other Information” located at the end of the Daily Observations.
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Unlike most late-cycle periods, in this one so far the rise in inflation is not much, And as a result, the pace of
monetary tightening is moderate. At the same time, the financial system remains accommodative and
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The retraction of liquidity by central banks has withdrawn a layer of excess liquidity that had previously been
pumped into the financial system, which drove prices up and yields down. The pulling back of money and the
raising of short-term interest rates have lifted the weight of excess liquidity on yields, allowing the yields on assets
to drift slowly higher at a pace roughly commensurate with the pace of aggregate global monetary tightening,
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However, the flow of credit continues to support continued economic growth. Global growth has leveled off
recently, as the impulse of the 2015-16 easing has faded and there has been a gradual tightening. But the flow of
credit has prevented that decline from becoming more severe so far.
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The following illustration conveys where we now stand in relation to the normal linkages between monetary
policy, liquidity, risk premiums, asset returns, and growth. We're at about 10:30 on the dial and still moving in
the clockwise direction. Recall that in 2076 we were at about 9 o'clock, an indication of the pace of this
transition.

LIQUIDITY CYCLE
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A key determinant of a move past midnight on the clock, when risk premiums rise and growth falls, is the flow of
credit to the real economy. So far, the financial sector is supportive, and the rise in interest rates has not been
big enough to cause a substantial decline in the demand for credit. In the US, interest-rate-sensitive sectors of
the economy have slowed a bit, but the economy is now less dependent on housing than in times past and
business sector spending has been sufficient to keep things moving.

Looking forward, the pipeline of liquidity to the economy has three main segments, and downturns typically
occur when all three are in contraction. There is monetary policy, which controls the flow of money and the
short-term interest rate, and leads by about 12 to 18 months. There is the financial system, which provides credit
and responds to the demand for credit, and leads by about 6 to 12 months, And there is the movement of money
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Looking ahead to the next downturn, when it comes it will present unique risks because:

Central banks’ ability to reverse it on their own without coordinated fiscal spending will be limited due to a
limited ability to cut interest rates and risk premiums already compressed by QE.

Political division will impact effective fiscal policy coordination,

Deflation with interest rates near zero can trigger a self-reinforcing rise in real interest rates, which would
be bad for assets.

There are too many long-term financial promises to be kept, given low levels of nominal growth and asset
returns,

! Assets v. Cash returns are based on the All Weather Asset Mix, which is simulated. It is expected that the simulated performance will
pericdically change as a function of both refinements to cur simulation methodology and the underlying market data. HYPOTHETICAL OR
SIMULATED PERFORMANCE RESULTS HAVE CERTAIN INHERENT LIMITATIONS. UNLIKE AN ACTUAL PERFORMANCE RECORD,
SIMULATED RESULTS DO NOT REPRESENT ACTUAL TRADING OR THE COSTS OF MANAGING THE PORTFOLIO. ALSO, SINCE THE
TRADES HAVE NOT ACTUALLY BEEN EXECUTED, THE RESULTS MAY HAVE UNDER OR OVER COMPENSATED FOR THE IMPACT, IF
ANY, OF CERTAIN MARKET FACTORS, SUCH AS LACK OF LIQUIDITY. SIMULATED TRADING PROGRAMS IN GENERAL ARE ALSO
SUBJECT TO THE FACT THAT THEY ARE DESIGNED WITH THE BENEFIT OF HINDSIGHT. NG REPRESENTATION 1S BEING MADE THAT
ANY ACCOUNT WILL OR IS LIKELY TO ACHIEVE PROFITS OR LOSSES SIMILAR TO THOSE SHOWN. Past performance is not indicative of
future results. Please review the "Important Disclosures and Other Information” located at the end of the Daily Observations.
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Against this backdrop, it is increasingly important for investors to take a secular view to the East, both as an
investment destination and as a source of palicy changes that have global impacts. What we refer to as the
Asian economic bloc is increasingly large and increasingly independent from the influence of the West, providing
true economic diversification and the potential for better returns (depending on pricing, etc.). Its output is
roughly on par with the combined output of the US and Europe and is growing two or three times as fast. The
capital markets have lagged behind the cash flows, but will catch up. From a cyclical standpoint, trade tensions
have recently led to a discounting of higher risk premiums at the same time as growth has continued along
without slowing much, the PBoC has eased, and China is preparing targeted fiscal stimulation, The summary
images below convey the secular shifts at work.
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IMPORTANT DISCLOSURES AND OTHER INFORMATION

Bridgewater Dally Observations is prepared by and is the property of Bridgewater Associates, LP and is circulated for informational and educational
purposes only. There is no consideration given to the specific investment needs, objectives or tolerances of any of the recipients. Additionally,
Bridgewater's actual investment positions may, and often will, vary from its conclusions discussed herein based on any number of factors, such as
client investrent restrictions, portfolio rebalancing and transactions costs, among others. Recipients should consult their own advisors, including tax
advisors, before making any investment decision. This matetial is for informational and educational purposes only and is not an offer to sell or the
solicitation of an offer to buy the securities or other instruments mentioned. Any such offering will be made pursuant to a definitive offering
memorandum. This material does not constitute a personal recommendation or take into account the particular investment objectives, financial
situations, or needs of individual investors which are necessary considerations before making any investment decision. Investors should consider
whether any advice or recommendation in this research is suitable for their partioular circumstances and, where appropriate, seek professional advice,
including legal, tax, accounting, investrnent or other advice.

The information provided herefn is not intended to provide a sufficient basis on which to make an investment decision and investment decisions
should not be based on simulated, hypothetical or illustrative information that have inherent limitations. Unlike an actual performance record
simulated or hypothetical results do not represent actual trading or the actual costs of management and may have under or over compensated for the
impact of certain market risk factors. Bridgewater makes no representation that any account will or is likely to achieve returns similar to those shown,
The price and vafue of the investments referred to in this research and the income therefrom may fluctuate. Every investment involves risk and in
volatile or uncertain market conditions, significant variations in the value or return on that investment may occur. Investments in hedge funds are
complex, speculative and carry a high degree of risk, including the risk of a complete loss of an investor's entire investment. Past performance is not a
guide to future performance, future returns are not guaranteed, and a complete loss of original capital may occur. Certain transactions, including those
involving leverage, futures, options, and other derivatives, give rise to substantial risk and are not suitable for all investors. Fluctuations in exchange
rates could have matetial adverse effects on the value or price of, or income derived from, certain investments.

The All Weather asset mix performance is simulated by applying All Weather asset mix weights, which are determined by Bridgewater's proprietary
process for building an environmentally balanced portfolio, to historical market returns. We use actual market returns when available and otherwise
use Bridgewater Associates' proprietary estimates, based on other available data and our fundamental understanding of asset classes. In certain
cases, market data for an exposure which otherwise would exist in the simulation may be omitted if the relevant data is unavailable, deerried
unreliable, immaterial or accounted for using proxies. In the case of omitted markets, other markets in the same asset class, which represent the vast
majotity of our positions in each asset class, are scaled to represent the full asset class position. Simulated asset returns are subiect to considerabie
uncertainty and potential error, as there is a great deal that cannot be known about how assets would have perfermed in the absence of actual market
returns. The All Weather asset mix simulation is an approximation of our actual process but not an exact replication, and may have differences
including but not limited to the precise mix of markets used and the weights applied to those markets. It is expected that the simulated performance
will pericdically change as a function of both refinements to our simulation methodology (including the addition/removal of asset classes) and the
underlying market data. There is no guarantee that previous results would not be materially different. Future strategy changes could materially
change previaus simulated return in order to reflect the changes accurately across time.

Bridgewater research utilizes data and information fram public, private and internal sources, including data from actual Bridgewater trades. Sources
include, 4Cast Inc, the Australian Bureau of Statistics, Barclays Capital Inc., Bloomberg Finance LP., CBRE, Inc., CEIC Data Company Ltd,, Consensus
Econemics Inc, Corelogic, Inc., CoStar Realty Information, Inc., CreditSights, Inc.,, Credit Market Analysis Ltd,, Dealogic LLC, DTCC Data Repository
(U.5., LLC, Ecoanalitica, EPFR Global, Eurasia Group Ltd,, European Money Markets Institute - EMMI, Factset Research Systerns, Inc., The Financial
Times Limited, GaveKal Research Ltd., Global Financial Data, Inc., Harvard Business Review, Haver Analytics, Inc., The Investment Funds Institute of
Canada, Intercontinental Exchange (ICE), Investment Company Institute, International Energy Agency, Investment Management Association,
Lombard Street Research, Markit Economics Limited, Mergent, Inc., Metals Focus Ltd, Moody's Analytics, Inc, MSC), Inc,, National Bureau of
Economic Research, North Square Blue Oak, Ltd , Qrganisation 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, Thomson Reuters, Tokyo Stock Exchange, TrimTabs Investment Research, Inc,
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.

This information is not directed at or intended for distribution to or use by any person or entity located in any jurisdiction where such distribution,
publication, availability or use would be contrary to applicable law or regulation or which would subject Bridgewater to any registration or licensing
requirements within such jurisdiction. No part of this material may be (i) copied, photocopied or duplicated in any form by any means or (i}
redistributed without the prior written consent of Bridgewater @ Associates, LP.

The views expressed herein are solely those of Bridgewater as of the date of this report and are subject to change without notice. Bridgewater may
have a significant financial interest in one or more of the pesitions and/or securities or derivatives discussed. Those responsible for preparing this
report receive compensation based upon various factors, including, among other things, the quality of their work and firm revenues.
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