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The Fed has been the major force in pushing
the economy forward
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Total returns for fixed income asset classes A
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Source: Bloomberg. Year to date total return as of 11/27/2020. Indexes used: Barclays U.S. Treasury TIPS Total Return Index (U.S. TIPS), Barclays U.S. Treasury Index (U.S. Treasury), Barclays Corporate Bond Total Return Index (Corporate), Barclays
U.S. Aggregate Bond Total Return Index (U.S. Aggregate), Barclays Int'l Developed Bonds (ex-USD) Total Return Index (Global Agg Ex USD), Barclays Emerging Market Bond (USD) Total Return Index (EM USD Aggregate), U.S. Corporate High Yield (U.S.
Corporate High Yield). Past performance is no guarantee of future results.
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The 10-year Treasury yield is likely to move within a

range of 0.5% to 1.6%

1 Standard Deviation =10 Year Treasury Yield =10 Year Treasury Yield Fair Value Estimate
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Source: Bloomberg. 10 Year Treasury Yield and a Proprietary Multifactor Fair Value Model of the 10 year Treasury, using JPMorgan Global PMls, Inflation Swaps, and the Term Premium. (USGG10YR Index, MPMIGLMA Index, FWISUS55 Index, ACMTP10 Index).
Using monthly data as of 10/31/2020. Past performance is no guarantee of future results.
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Output Gap: GDP growth has fallen far below potential

==GDP ===Nominal Potential GDP
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Source: U.S. Bureau of Economic Analysis, Gross Domestic Product (GDP) and U.S. Congressional Budget Office. Nominal Potential Gross Domestic Product (NGDPPOT) and Gross Domestic Product. Quarterly data as of Q3-2020.
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Core PCE far below the Fed 2% target

==Core PCE = =Fed 2% average inflation target
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Source: Bloomberg. U.S. Personal Consumption Expenditure Core Price Index (PCE CYQY Index). Monthly data as of 9/30/2020.
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Treasury yields are lower, but the yield curve Is steeper

Yield to Maturity =>=11/30/2020 «=11/29/2019
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Source: Bloomberg, data as of 11/30/2020 and 11/29/2019. Past performance is no guarantee of future results.
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TIPS breakeven rates are below the Fed’s 2% inflation target

Breakeven inflation rate
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Breakeven inflation is the difference between the nominal yield on a fixed-rate investment and the real yield (fixed spread) on an inflation-linked investment of similar maturity and credit quality.
Source: Bloomberg, Daily rates as of 11/30/2020.
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The U.S. Dollar has dropped from its highs

Index level
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Source: Bloomberg, using daily data as of 11/30/2020. Bloomberg Dollar Spot Index (BBDXY Index). Past performance is no guarantee of future results.
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Intermediate-term |G corporates are attractive
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Source: Bloomberg, as of 11/27/2020. US Treasury Actives Curve and USD US Corporate IG BVAL Yield Curve (BVSC0076 Index).
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Taxable municipal bonds can present an area of opportunity

After-tax yield to worst (%) Issuance (billions $)
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Source: Bloomberg Barclays Indices. As of 10/22/2020. Corporates and taxable munis assume an additional 5% state income tax and 3.8% ACA Source: SIFMA, as of 10/5/2020
tax for the 32% and above brackets. Treasuries assume a 3.8% ACA tax for the 32% and above brackets. Difference in yields may be due to
index characteristics such as duration, maturity, or credit quality. Past performance is no guarantee of future results.
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Public debt as a percent of GDP and Core inflation by’ ¢
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Source: Bloomberg. U.S. public debt as a percent of GDP and Core PCE YoY (FDTGATPD Index, PCE CYOY Index). Quarterly data as of 9/30/2020.
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Net interest costs as a percentage of GDP e

—Interest Expense as a Percent of GDP
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Note: Nominal GDP for 2020 and is represented by an average for the year.
Source: Bloomberg. U.S. Treasury Interest Expense and Nominal U.S. GDP (FDEBINTR Index, GDP CUR$). Annual data as of 12/31/2020.

1220-0H3K n



Presented 12/02/2020
Disclosures

The information provided here is for general informational purposes only and should not be considered an individualized recommendation or personalized investment advice. The investment strategies
mentioned here may not be suitable for everyone. Each investor needs to review an investment strategy for his or her own particular situation before making any investment decision.

Investing involves risk including loss of principal.

Fixed income securities are subject to increased loss of principal during periods of rising interest rates. Investment value will fluctuate, and bond investments, when sold, may be worth more or less
than original cost. Fixed income securities are subject to various other risks, including changes in interest rates and credit quality, market valuations, liquidity, prepayments, early redemption, corporate
events, tax ramifications, and other factors. High-yield bonds and lower-rated securities are subject to greater credit risk, default risk and liquidity risk.

International investments involve additional risks, which include differences in financial accounting standards, currency fluctuations, geopolitical risk, foreign taxes and regulations, and the potential for
illiquid markets. Investing in emerging markets may accentuate these risks.

Please note that this content was created as of the specific date indicated and reflects the author’s views as of that date. It will be kept solely for historical purposes, and the author’s opinions may
change, without notice, in reaction to shifting economic, market, business, and other conditions.

Currencies are speculative, very volatile and are not suitable for all investors.
Diversification strategies do not ensure a profit and do not protect against losses in declining markets.
Past performance is no guarantee of future results.

Tax-exempt bonds are not necessarily a suitable investment for all persons. Information related to a security's tax-exempt status (federal and in-state) is obtained from third-parties and Schwab does
not guarantee its accuracy. Tax-exempt income may be subject to the Alternative Minimum Tax (AMT). Capital appreciation from bond funds and discounted bonds may be subject to state or local
taxes. Capital gains are not exempt from federal income tax.

The opinions presented should not be viewed as an indicator of future performance.

Examples provided are for illustrative purposes only and not intended to be reflective of results you should expect to attain.
The Schwab Center for Financial Research is a division of Charles Schwab & Co., Inc.

Indexes are unmanaged, do not incur management fees, costs and expenses, and cannot be invested in directly.

Schwab does not provide tax advice. Clients should consult a professional tax advisor for their tax advice needs.

Data here is obtained from what are considered reliable sources; however, its accuracy, completeness or reliability cannot be guaranteed. Supporting documentation for any claims or statistical
information is available upon request.

Standard deviation is a statistical measure that calculates the degree to which returns have fluctuated over a given time period. A higher standard deviation indicates a higher level of variability in
returns.

©2020 Charles Schwab & Co., Inc. All rights reserved. Member SIPC.
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Disclosures

Treasury Inflation Protected Securities (TIPS) are inflation-linked securities issued by the US Government whose principal value is adjusted periodically in accordance with the rise and fall in
the inflation rate. Thus, the dividend amount payable is also impacted by variations in the inflation rate, as it is based upon the principal value of the bond. It may fluctuate up or down.

Repayment at maturity is guaranteed by the US Government and may be adjusted for inflation to become the greater of the original face amount at issuance or that face amount plus an
adjustment for inflation.

The policy analysis provided by the Charles Schwab & Co., Inc., does not constitute and should not be interpreted as an endorsement of any political party.

This information does not constitute and is not intended to be a substitute for specific individualized tax, legal, or investment planning advice. Where specific advice is necessary or
appropriate, Schwab recommends consultation with a qualified tax advisor, CPA, financial planner, or investment manager.

Source: Bloomberg Index Services Limited. BLOOMBERG® is a trademark and service mark of Bloomberg Finance L.P. and its affiliates (collectively “Bloomberg”). BARCLAYS® is a trademark
and service mark of Barclays Bank Plc (collectively with its affiliates, “Barclays”), used under license. Bloomberg or Bloomberg’s licensors, including Barclays, own all proprietary rights in the
Bloomberg Barclays Indices. Neither Bloomberg nor Barclays approves or endorses this material, or guarantees the accuracy or completeness of any information herein, or makes any

warranty, express or implied, as to the results to be obtained therefrom and, to the maximum extent allowed by law, neither shall have any liability or responsibility for injury or damages arising
in connection therewith.

©2020 Charles Schwab & Co., Inc. All rights reserved. Member SIPC.
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Index Definitions

Bloomberg Barclays U.S. Aggregate Index (US Aggregate) represents securities that are SEC-registered, taxable, and dollar denominated. The index covers the U.S. investment grade fixed rate bond
market, with index components for government and corporate securities, mortiage pass-through securities, and asset-backed securities. These major sectors are subdivided into more specific indices that
are calculated and reported on a regular basis. The Bloomberg Barclays U.S. Aggregate Index %“Core Bonds”) represents securities that are SEC-registered, taxable, and dollar denominated. The index
covers the U.S. investment grade fixed rate bond market, with index components for government and corporate securities, mort%age pass-through securities, and asset-backed securities. The following
indexes are a comfonent of the Bloomber% Barclays U.S. Aggregate Index: Bloomberg Barclays U.S. Aggregate 1-3 Years Bond Total Return Index (Short-term core), Bloomberg Barclays U.S. Aggregate 5-
7 Years Bond Total Return Index (Intermediate-term core), Bloomberg Barclays U.S. Aggregate 10+ Years (Long-term core).

Bloomberg Barclays U.S. Corporate Bond Index (IG corporates) covers the USD-denominated investment grade, fixed-rate, taxable corporate bond market. Securities are included if rated investment-

grade (Baa3/BBB-/BBB-) or higher using the middle rating of Moody’s, S&P, and Fitch. This index is part of the U.S. Aggregate.

Bloomberg Barclays U.S. Corporate High-Yield Bond Index (HY corporates) covers the USD-denominated, non-investment grade, fixed-rate, taxable corporate bond market. Securities are classified as
high-yield if the middle rating of Moody's, Fitch, and S&P is Ba1/BB+/BB+ or below.

Bloomberg Barclays Municipal Bond Index (Municipals) is a rules-based, market-value-weighted index engineered for the long-term tax-exempt bond market.

Bloomberg Barclays Global Aggregate ex USD Bond Index (Int’l developed (x USD) provides a broad-based measure of the global investment-grade fixed-rate debt markets. The two major components
of this index are the Pan-European Aggregate, and the Asian-Pacific Aggregate Indices.

'?Aloo?rllzl?_lel_l"\g/lCB)arclays U.S. MBS Index (MBS) covers agency mortgage-backed pass-through securities (both fixed-rate and hybrid ARM) issued by Ginnie Mae (GNMA), Fannie Mae (FNMA), and Freddie
ac .

Bloomberg Barclays Emerging Markets USD Index (EM USD) includes USD-denominated debt from emerging markets in the following regions: Americas, Europe, Middle East, Africa, and Asia. As with
ptger fixed income benchmarks provided by Barclays, the index is rules-based, which allows for an unbiased view of the marketplace and easy replicability. Barclays International: Sovereign Index is a sub
index.

Bloomberg Barclays U.S. Treasury Bond Index (Treasuries) includes all public obligations of the U.S. Treasury, excluding foreign-targeted issues.

Bloomberg Barclays Global Aggregate ex USD Bond Index (Int’l developed (ex USD) provides a broad-based measure of the global investment-grade fixed-rate debt markets. The two major components
of this index are the Pan-European Aggregate, and the Asian-Pacific Aggregate Indices.

Ibbotson US Intermediate Term Government Bond Index Measures the performance of five-year maturity U.S. Treasury bonds. It is an unweighted (equal-weight) index.

©2020 Charles Schwab & Co., Inc. All rights reserved. Member SIPC
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