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Key takeaways

« We believe the financial markets are pricing in much of the bad news

N P 500 Indes: -4.7% we expect to hear in coming months.
ast week’s ndex: -4.7%
» Seek to take advantage of this correction and any further downside

that may occur by incrementally putting cash to work.

It's easier said than done. We know the stock market doesn’t just go up in a straight line. We also know the nearly
40-year downtrend in long-term interest rates, as measured by U.S. Treasury yields, had to come to an end at some
point. As investors attempt to digest what have been meaningful negative returns for both stocks and bonds this
year, it is helpful to look at history and realize that at some point inflation will ease, financial markets will stabilize,
and the Federal Reserve will be finished hiking interest rates. While those things won't likely happen tomorrow or
next week, we believe the markets are pricing in much of the bad news we expect to hear in coming months.

That’s not to say stocks have found an ultimate bottom or interest rates won'’t go higher, but our view is that price
moves over the past six or seven months have been in anticipation of what we believe is likely to occur. After all,
the stock market tends to be an anticipatory mechanism. Should the economy slow and eventually fall into
recession and inflation stays higher for longer, we believe financial asset prices have adjusted to reflect this likely
reality. But, eventually, brighter skies will be on the horizon.

We have been positioned more defensively since March of this year. We are comfortable that we have noticeably
reduced much of the cyclicality, or sensitivity to the ebb and flow of the economy, in portfolio allocations. We have
moved allocations from equities into short-term fixed income. Our strategy conversations of late have largely been
focused on when it might be time to get more positive on stocks and bonds rather than how to move portfolios
into an even more defensive posture.

However, based on our work, the U.S. economy is likely to fall into recession late this year. We expect the recession
to last into the middle portion of 2023. Historically, looking back at every U.S. economic contraction since 1948,
the S&P 500 Index has bottomed out, on average, four months before the end of the recession. That means we
need to anticipate where the economy is headed and, optimally, begin to adjust allocations to reflect potential
improved conditions in advance.

So our recommendation to be patient remains intact. We want to take advantage of this correction and any further
downside that may occur by incrementally stepping into the market with sidelined funds. For now, we are focused
on U.S. over international exposure and larger (and mid) cap equities over small caps. A quality bias means buying
companies with good balance sheets, easy access to credit, and attractive cash flow.

Our advice to investors is to take a deep breath and have confidence in your well-thought-out investment plan. We
know that financial asset prices are susceptible to periodic corrections due to a variety of uncertainties. The current
period is one of those times. We continue to believe that one of the best ways to benefit from the future growth
potential of the global economy is by owning stocks. Stay invested.
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Risk Considerations

Each asset class has its own risk and return characteristics. The level of risk associated with a particular investment or asset class generally correlates with the level of return the
investment or asset class might achieve. Stock markets, especially foreign markets, are volatile. Stock values may fluctuate in response to general economic and market conditions, the
prospects of individual companies, and industry sectors. The prices of small and mid-cap company stocks are generally more volatile than large company stocks. They often involve
higher risks because smaller companies may lack the management expertise, financial resources, product diversification and competitive strengths to endure adverse economic
conditions. Foreign investing has additional risks including those associated with currency fluctuation, political and economic instability, and different accounting standards. This may
result in greater share price volatility. These risks are heightened in emerging markets. Bonds are subject to market, interest rate, price, 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). WFIlis 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
is not 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. The material contained herein has been prepared from
sources and data we believe to be reliable but we make no guarantee to its accuracy or completeness.

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. CAR-0922-03755
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