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Policy announcement

The Federal Open Market Committee (FOMC or the Committee) increased the federal funds rate by .25% (25
basis points?!) to 5.00% — 5.25%. The FOMC replaced prior language that “some additional policy firming” may be
warranted, with language that suggests the Federal Reserve (Fed) is now “determining the extent to which
additional policy firming may be appropriate”. The Fed continues reducing its holdings of Treasury securities,
agency debt, and agency mortgage-backed securities in 2023 in accordance with its statement released in May
2022.

Stated reasons

« Economic activity expanded at a modest pace in the first quarter. Job gains have been robust in recent months
and the unemployment rate has remained low. Inflation, however, still remains elevated.

*  We believe the U.S. banking system is sound and resilient. Recent developments are likely to result in tighter
credit conditions for households and businesses and to weigh on economic activity, hiring, and inflation. The
extent of these effects is uncertain. The Committee remains highly attentive to inflation risks.

Looking forward

« The FOMC statement sets the stage for a pause at the upcoming June FOMC meeting, but ultimately
economic data will determine if the terminal federal funds rate has been hit for this cycle. In the coming
months, data will need to show that the Fed’s goal of returning inflation to 2% over time can be met.

» The FOMC is taking into account the cumulative tightening of monetary policy, the lags with which monetary
policy may affect economic activity and inflation and economic and financial developments. In the past five
Fed tightening cycles since 1990, long-term U.S. Treasury yields have peaked before the end of the tightening
cycle but did not begin a clear declining trend until the tightening cycle was over. We acknowledge that,
although the current Fed tightening cycle may still not be over, we believe long-term rates have already tested
their peak for this cycle.

What else?

« While the Fed has signaled its bias for a pause in rate hikes at the June meeting in this announcement,
concluding that the Fed is now done hiking for this cycle would be premature. We continue to project one
additional 25-basis-point rate hike before year-end. More importantly, markets are projecting multiple
federal funds rate cuts before year-end, a view we think is too optimistic.

« Given our expectation that the federal funds rate will remain elevated through year-end, we continue to
position portfolios defensively. We see asymmetric risk to the downside in risk markets. We believe fixed-
income investors may want to consider locking in a portion of their fixed-income portfolios at current yield
levels, effectively implementing a barbell strategy by investing into the long and short end of the curve.

Upcoming meeting schedule

o June 14* | July 26 | September 20* | November 1

*Indicates the meeting is associated with a summary of economic projections. In addition, every meeting will be accompanied by a press conference.
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1. 100 basis points equal 1%.
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Risk Considerations

Allinvesting involves risks including the possible loss of principal. Bonds are subject to interest rate, credit/default, liquidity, inflation and other risks. Prices tend to be inversely affected
by changes in interest rates.

General disclosures

Global Investment Strategy (GIS) is a division of Wells Fargo Investment Institute, Inc. (WFII). WFIl'is a registered investment adviser and wholly owned subsidiary of Wells Fargo Bank,
N.A., a bank affiliate of Wells Fargo & Company.

The information in this report was prepared by Global Investment Strategy. Opinions represent GIS’ opinion as of the date of this report and are for general information purposes only
and are not intended to predict or guarantee the future performance of any individual security, market sector or the markets generally. GIS does not undertake to advise you of any
change in its opinions or the information contained in this report. Wells Fargo & Company affiliates may issue reports or have opinions that are inconsistent with, and reach different
conclusions from, this report.

The information contained herein constitutes general information and is not directed to, designed for, or individually tailored to, any particular investor or potential investor. This report
isnot intended to be a client-specific suitability or best interest analysis or recommendation, an offer to participate in any investment, or a recommendation to buy, hold or sell
securities. Do not use this report as the sole basis for investment decisions. Do not select an asset class or investment product based on performance alone. Consider all relevant
information, including your existing portfolio, investment objectives, risk tolerance, liquidity needs and investment time horizon.

Wells Fargo Advisors is registered with the U.S. Securities and Exchange Commission and the Financial Industry Regulatory Authority, but is not licensed or registered with any financial
services regulatory authority outside of the U.S. Non-U.S. residents who maintain U.S.-based financial services account(s) with Wells Fargo Advisors may not be afforded certain
protections conferred by legislation and regulations in their country of residence in respect of any investments, investment transactions or communications made with Wells
Fargo Advisors.

Wells Fargo Advisors is a trade name used by Wells Fargo Clearing Services, LLC and Wells Fargo Advisors Financial Network, LLC, Members SIPC, separate registered
broker-dealers and non-bank affiliates of Wells Fargo & Company.
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