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Inflation has slowed, but is the Fed done hiking rates?

Inflation: Still elevated, but falling Federal Funds rate — Actual vs. market implied (%)
12 YOY change in CPI (%) b
United Kingdom -
10 9 ~a
5 So
\\\
8 Eurozone . . SQ
, Fedfunds Market-implied N
target rate effective rates N
6 United States (as of 11/30/23)
3
4 Japan
2
2
0 1
2 0
2020 2021 2022 2023 2021 2022 2023 2024

Sources: (Left chart:) Capital Group, Bureau of Labor Statistics, Eurostat, FactSet, Japanese Statistics Bureau & Statistics Center, UK Office for National Statistics. The Consumer Price Index (CPI) is a measure of the average change over time in
the prices paid by urban consumers for a market basket of consumer goods and services. Data as of October 31, 2023. (Right Chart:) Sources: Capital Group, Bloomberg Index Services Ltd., Refinitiv Datastream, U.S. Federal Reserve. Fed

funds target rate reflects the upper bound of the Federal Open Markets Committee's (FOMC) target range for overnight lending among U.S. banks. As of November 30, 2023. Market-implied effective rates are estimates of what the fed
funds rate could be in the future and are calculated using fed fund rate futures market data.
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Back to the "old normal"? A return to higher rates

U.S. long-term government bond yield (%)

14
12

10

Yields were in 3%-6% range
in 61% of all periods

1870 1880 1890 1900 1910 1920 1930 1940 1950 1960 1970 1980 1990 2000 2010 2020

Sources: Federal Reserve, Robert Shiller. Data for 1871-1961 represents average monthly U.S. long-term government bond yields compiled by Robert Shiller. Data for 1962-2022 represents 10-year Treasury yields, as of December 31 each
year within the period. Data for 2023 is as of November 30, 2023. Past results are not predictive of results in future periods.
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After a strong year, what's next for stocks in 20247

2023 returns across global equity benchmarks (YTD %)

20.8
16.6
15.3
14.2
] l l

Emerging Markets Europe Japan ACWI S&P 500

Sources: Capital Group, RIMES. Returns represent the year-to-date total return in U.S. dollars for the S&P 500 Index (S&P 500), MSCI All Country World Index (ACWI), MSCI Japan Index (Japan), MSCI Europe Index (Europe) and MSCI
Emerging Markets Index (Emerging markets). As of November 30, 2023.
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Rolling recessions may limit likelihood of broad downturn

Travel Oil
Travelers through TSA checkpoints (millions) WTI crude oil spot price (USD per barrel)
3 120
2 80
1 40
0 f T T T T O f T T T T
2019 2020 2021 2022 2023 2019 2020 2021 2022 2023
Housing Semiconductors
S&P CorelLogic Case-Shiller 20-City Composite Home Price Index Philadelphia Stock Exchange Semiconductor Index cumulative return (%)
(month-over-month % change)
3 250
2 200
1 150
0 100
-1 50
_2 O T T T T
2019 2020 2021 2022 2023 2019 2020 2021 2022 2023

Sources: Travel: Transportation Security Agency (TSA), U.S. Department of Homeland Security. Data is a 30-day moving average. As of November 30, 2023. Oil: Refinitiv. As of November 30, 2023. Housing: Standard & Poor's. Latest
available monthly data is September 2023, as of November 30, 2023. Semiconductors: Philadelphia Stock Exchange. As of November 30, 2023. Data represents cumulative price return since January 1, 2019. Markers indicate recent low

points and to illustrate that a recovery may have already begun in these four sectors. Past results are not predictive of results in future periods.
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Al's impact will be felt across sectors and industries

& =
Semiconductor Cloud computing/ Al
chips and equipment Al software application
ASML Microsoft Tech and telecom
Applied Materials Amazon Financial services
NVIDIA Google Health care/pharma
TSMC Legal/professional services
Broadcom Automotive and assembly

Source: Capital Group. TSMC refers to Taiwan Semiconductor Manufacturing Company. Companies listed are for illustrative purposes only. As of November 30, 2023.
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Mountains of cash on the sidelines can be a bullish signal

ICl Money Market Fund Assets (USD trillions)
11/29/23

5.5 S&P 500 TROUGH *® $5.84T
CASH PEAK ! 3/23/20

1/9/09
5.0 $3.90T TOTAL RETURNS AFTER TROUGHS

CASH PEAK

5/20/20
$4.79T

S&P 500 trough 3-month returns 6-month returns

4.5 S&P 500 TROUGH
3/9/09 ©3/9/09 40% 55%
Global financial crisis
4.0 ® 3/23/20

41% 46%

Pandemic

3.5

3.0

Global financial crisis Pandemic
e — —_

2.5
2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023

Sources: Capital Group, Investment Company Institute (ICl), Standard & Poor’s. "Cash peak” refers to peak levels of assets held in U.S. money market funds as reported by the ICI. S&P troughs reflect the date of the lowest value in the S&P
500 Index before a subsequent recovery. You could lose money by investing in a money market fund. Although money market funds seek to preserve the value of your investment at $1.00 per share, they cannot guarantee they will do so.
An investment in a money market fund is not insured or guaranteed by the Federal Deposit Insurance Corporation or any other government agency. The fund'’s sponsor has no legal obligation to provide financial support to the fund, and
you should not expect that the sponsor will provide financial support to the fund at any time. As of November 29, 2023. Past results are not predictive of results in future periods.
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A window of opportunity for moving cash off the sidelines?

After Fed hikes end, stocks and bonds have historically outpaced cash

Average annual total returns (%)

Cash equivalents Core bonds U.S. stocks 60/40 blend
16.2
One year 14.2
following
final Fed hike
Five years 10.1
following
final Fed hike

Sources: Capital Group, Morningstar. Chart represents the average returns across respective sector proxies in a forward extending window starting in the month of the last Fed hike in the last four transition cycles from 1995 to 2018 with
data through June 30, 2023. Benchmarks represent U.S. 3-month T-bill (cash), Bloomberg U.S. Aggregate Index (core bonds), S&P 500 Index (U.S. stocks) and a blend of 60% of the S&P 500 Index and 40% of the Bloomberg U.S. Aggregate

Index (60/40 blend). Past results are not predictive of results in future periods.
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Out-of-favor dividend payers poised to offer diversification, income?
P/E of high dividend stocks vs. S&P 500 (%)
0
5

-10

-15 -12.9% average

-30

-35
1980 1984 1988 1992 1996 2000 2004 2008 2012 2016 2020

Sources: Capital Group, Goldman Sachs. As of November 28, 2023. High dividend stocks refer to the cohort of stocks in the S&P 500 Index with the highest quintile dividend yield (sector-neutral) relative to the broad S&P 500 Index. Line
represents smoothed six-month average. P/E ratio = price-to-earnings ratio. Past results are not predictive of results in future periods.
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Yields are near 20-year highs in many bond sectors

Latest yield, as a percent of 20-year range

Yield as of
11/30/23

86th percentile

Global aggregate 3.93%

84th percentile

U.S. mortgage- o
backed securities 5.26%

83rd percentile

U.S. investment 5.60%
grade
75th percentile
U.S. high yield 8.43%

92nd percentile

Emerging markets

Sources: Capital Group, Bloomberg Index Services Ltd., J.P. Morgan. Indexes used are the Bloomberg Global Aggregate Index (global aggregate), Bloomberg U.S. MBS: Agency Fixed Rate MBS Index (U.S. mortgage-backed securities),

Bloomberg U.S. Corporate Investment Grade Index (U.S. investment grade), Bloomberg U.S. Corporate High Yield 2% Issuer Capped Index (U.S. high yield) and the J.P. Morgan Emerging Markets Bond Index (EMBI) Global Diversified
(emerging markets). As of November 30, 2023.
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Broad opportunities exist outside of top-heavy U.S. markets

Percent of market cap in top 10 companies

35

30 31.2

25 S&P 500 Index

20

15 MSCI EAFE Index 15.2

114
10

5 MSCI ACWI ex
USA Index

O [ T T T T T T T T T
1996 1999 2002 2005 2008 2011 2014 2017 2020 2023

Source: Capital Group, Morningstar. As of October 31, 2023. Past results are not predictive of results in future periods.
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Examples of U.S. companies and
their global counterparts
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Return to travel: Drug innovation:
Boeing/Airbus Eli Lilly/Novo Nordisk
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Electrification: Rising A/C demand
Rockwell/Schneider Carrier/Daikin Industries
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Options for a 40% fixed income allocation

Weight

CORE 20%
The Bond Fund of America® ©

CORE PLUS

10%

American Funds® Strategic Bond Fund

MULTISECTOR

10%

American Funds® Multi-Sector Income Fund

B Diversification from equities B Income

B Inflation protection B Capital preservation

Source: Capital Group. The allocation approach is hypothetical and for illustrative purposes only. We have identified which funds contribute to a particular role of fixed income based on the fund'’s investment strategies. The extent to which a
fund contributes to a specified role depends on the portfolio’s composition at any point in time. Allocations do not reflect an actual portfolio. Financial professionals should tailor client recommendations to their individual circumstances.
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ownload a copy of the 2024 Outlook report

Long-term
perspective on
marketsand
economies
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EQUITY OPPORTUNITIES

@ i Made in America: Capital spending
CAPITAL boom could spark a manufacturing revival

1980 1990

Atidal wave of cash is headed directly at American
industry, with the potential to galvanize the capital
investment cycle and reshape U.S. manufacturing
and energy industries.

Seeking to support local supply chains, expand clean
energy and boost the U.S. semiconductor industry,
the U.S. government has committed $1.4 trillion over
the next seven years for capital projects.

This investment translates into revenue and earnings
growth potential for companies with the capacity and
flexibility to undertake these expansive projects,

Sources: Capital Group, St. Louis Federal Reserve Data from Janu

© 2023 Capital Group. All rights reserved.

GET THE REPORT ‘

After years of underinvestment, capital spending is set to recover
Capital expenditures as a percent of gross domestic product (%)

2000 2010

including upgrading the U.S. power grid and building
manufacturing facilities, says equity portfolio manager
Anne-Marie Peterson. “Many industrial firms have been
in a figurative desert for years,” Peterson explains. “This
level of investment can potentially transform them from
sleepy cyclicals to growth businesses.”

The stimulus will also likely have a multiplier effect
throughout the economy as new facilities will create job
prospects and other potential benefits. While much of
the money has yet to be spent, the trend toward energy

POTENTIAL CATALYST
FOR HIGHER CAPEX
o———o0

3
trillion

Estimated fiscal stimulus
2023-2030

2020 2030

efficiency, localizing supply chains and infrastructure
improvements is already generating opportunity. Air
conditioning maker Carrier Global saw demand for
its energy efficient systems surge in 2023 as many
countries experienced periods of record-high
temperatures.

Among capital equipment companies, Caterpillar
reported robust orders in the second quarter of
2023 for its construction equipment, partly driven
by federal infrastructure spending.

. 1980 to June 30, 2023. Capital expenditures include private nonresidential equipment and structures and excludes energy.

OUTLOOK 2024 -
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Join us for Capital Group’s next webinar

Thursday, January 25

Investing in an election year

FEATURING

John Emerson Reagan Anderson

ADD TO YOUR CE CREDIT AVAILABLE"
CALENDAR TODAY

Earn one hour of CE credit from CFP and
capitalideaswebinars.com CIMA by watching and taking a short quiz.

*CFP credit is available only for U.S.-based webinar registrants.
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Voted #1 for thought leadership by advisors’

1V

2019 e 2020 2021 2023

CAPITAL
GROUP®

getcapitalideas.com

*Source: Marketing Support: The Advisor View, May 2023, July 2021, June 2020; Fund Intelligence, February 2020. FUSE Research surveys of 500-1,000 advisors identifying the “most-read thought leaders.” Survey was not conducted in 2022.
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Important information

Investors should carefully consider investment objectives, risks, charges and expenses. This and other important information is contained
in the fund prospectuses and summary prospectuses, which can be obtained from a financial professional and should be read carefully
before investing.

Investing outside the United States involves risks, such as currency fluctuations, periods of illiquidity and price volatility, as more fully described in the prospectus.
These risks may be heightened in connection with investments in developing countries. Small-company stocks entail additional risks, and they can fluctuate in

price more than larger company stocks.

The return of principal for bond funds and for funds with significant underlying bond holdings is not guaranteed. Fund shares are subject to the same interest
rate, inflation and credit risks associated with the underlying bond holdings. Lower rated bonds are subject to greater fluctuations in value and risk of loss of
income and principal than higher rated bonds. Income from municipal bonds may be subject to state or local income taxes and/or the federal alternative
minimum tax. Certain other income, as well as capital gain distributions, may be taxable. The use of derivatives involves a variety of risks, which may be different
from, or greater than, the risks associated with investing in traditional cash securities, such as stocks and bonds.

Bond ratings, which typically range from AAA/Aaa (highest) to D (lowest), are assigned by credit rating agencies such as Standard & Poor’s, Moody’s and/or Fitch,
as an indication of an issuer’s creditworthiness. If agency ratings differ, a security will be considered to have received the highest of those ratings, consistent with
applicable investment policies. Securities in the Unrated category have not been rated by a rating agency; however, the investment adviser performs its own
credit analysis and assigns comparable ratings that are used for compliance with applicable investment policies.

The market indexes are unmanaged and, therefore, have no expenses. Investors cannot invest directly in an index.

Bloomberg U.S. Aggregate Index represents the U.S. investment-grade fixed-rate bond market.

Bloomberg U.S. Corporate Investment Grade Index represents the universe of investment-grade, publicly issued U.S. corporate and specified foreign
debentures and secured notes that meet the specific maturity, liquidity and quality requirements.

Bloomberg Global Aggregate Index represents the global investment-grade fixed-rate bond market.

Bloomberg U.S. Corporate High Yield 2% Issuer Capped Index covers the universe of fixed-rate, non-investment grade debt. The index limits the maximum
exposure of any one issuer to 2%.

Bloomberg U.S. Mortgage Backed Securities Index is a market value-weighted index that covers the mortgage-backed pass-through securities of Ginnie Mae
(GNMA), Fannie Mae (FNMA) and Freddie Mac (FHLMC).

© 2023 Capital Group. All rights reserved. 20



Important information (continued)

JP Morgan Emerging Markets Bond Index (EMBI) Global Diversified is a uniquely weighted emerging market debt benchmark that tracks total returns for U.S.
dollar-denominated bonds issued by emerging market sovereign and quasi-sovereign entities.

MSCI All Country World Index (ACWI) is a free float-adjusted market capitalization-weighted index designed to measure equity market results in the global
developed and emerging markets, consisting of more than 40 developed and emerging market country indexes.

MSCI All Country World ex USA Index is a free float-adjusted market capitalization-weighted index designed to measure equity market results in the global
developed and emerging markets, excluding the United States. The index consists of more than 40 developed and emerging market country indexes.

MSCI EAFE (Europe, Australasia, Far East) Index is a free float-adjusted market capitalization-weighted index designed to measure developed equity market
results, excluding the United States and Canada.

MSCI Emerging Markets Index captures large- and mid-cap representation across 27 emerging markets (EM) countries.
MSCI Europe Index is designed to measure developed equity market results across 15 developed countries in Europe.
MSCI Japan Index is a free float-adjusted market capitalization-weighted index designed to measure the equity market results of Japan.

Philadelphia Stock Exchange Semiconductor Index is a Philadelphia Stock Exchange capitalization-weighted index composed of the 30 largest U.S. companies
primarily involved in the design, distribution, manufacture and sale of semiconductors.

S&P 500 Index is a market capitalization-weighted index based on the results of approximately 500 widely held common stocks.
S&P CorelLogic Case-Shiller 20-City Composite Home Price Index seeks to measure the value of residential real estate in 20 major U.S. metropolitan areas.

60% S&P 500 Index/40%Bloomberg U.S. Aggregate Index blends the S&P 500 with the Bloomberg U.S. Aggregate Index by weighting their cumulative total
returns at 60% and 40%, respectively. This assumes the blend is rebalanced monthly.

BLOOMBERG® is a trademark and service mark of Bloomberg Finance L.P. and its affiliates (collectively “Bloomberg”). Bloomberg or Bloomberg's licensors
own all proprietary rights in the Bloomberg Indices. Neither Bloomberg nor Bloomberg's licensors 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.

This report, and any product, index or fund referred to herein, is not sponsored, endorsed or promoted in any way by J.P. Morgan or any of its affiliates who
provide no warranties whatsoever, express or implied, and shall have no liability to any prospective investor, in connection with this report. J.P. Morgan
disclaimer: https://www.jpmm.com/research/disclosures.
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Important information (continued)

©2023 Morningstar, Inc. All rights reserved. The information contained herein: (1) is proprietary to Morningstar and/or its content providers; (2) may not be
copied or distributed; and (3) is not warranted to be accurate, complete or timely. Neither Morningstar nor its content providers are responsible for any
damages or losses arising from any use of this information. Past performance is no guarantee of future results.

MSCI has not approved, reviewed or produced this report, makes no express or implied warranties or representations and is not liable whatsoever for any data
in the report. You may not redistribute the MSCI data or use it as a basis for other indices or investment products.

The S&P 500 Index and S&P Corelogic Case-Shiller 20-City Composite Home Price Index are products of S&P Dow Jones Indices LLC and/or its affiliates and
have been licensed for use by Capital Group. Copyright © 2023 S&P Dow Jones Indices LLC, a division of S&P Global, and/or its affiliates. All rights reserved.
Redistribution or reproduction in whole or in part is prohibited without written permission of S&P Dow Jones Indices LLC.

The Capital Group companies manage equity assets through three investment groups. These groups make investment and proxy voting decisions
independently. Fixed income investment professionals provide fixed income research and investment management across the Capital organization; however,
for securities with equity characteristics, they act solely on behalf of one of the three equity investment groups.

Statements attributed to an individual represent the opinions of that individual as of the date published and do not necessarily reflect the opinions of Capital
Group or its affiliates. This information is intended to highlight issues and should not be considered advice, an endorsement or a recommendation.

This content, developed by Capital Group, home of American Funds, should not be used as a primary basis for investment decisions and is not intended to
serve as impartial investment or fiduciary advice.

All Capital Group trademarks mentioned are owned by The Capital Group Companies, Inc., an affiliated company or fund. All other company and product
names mentioned are the property of their respective companies.

American Funds Distributors, Inc.

For Canada: American Funds are intended only for persons eligible to purchase U.S.-registered mutual funds. The Capital Ideas website is not intended for use
outside the U.S. In Canada, please visit capitalgroup.com/ca for Capital Group insights.
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Important information (continued)

This document and its contents are confidential and designed for the exclusive use of registered dealers and their representatives. Canadian securities
legislation, including National Instrument 81-102, prohibits its distribution to investors, potential investors or the general public. It is not intended to be a
sales communication, as defined in the Instrument, and has not been designed to comply with its requirements relating to sales communications. Unless
otherwise indicated, the investment professionals featured do not manage Capital Group's Canadian mutual funds.

Forward-looking statements are not guarantees of future performance, and actual events and results could differ materially from those expressed or implied in
any forward-looking statements made herein. We encourage you to consider these and other factors carefully before making any investment decisions, and we

urge you to avoid placing undue reliance on forward-looking statements. Capital Group funds and Capital International Asset Management (Canada), Inc. are
part of Capital Group, a global investment management firm originating in Los Angeles, California in 1931.
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