THE SETUP FOR HIGHER LONG-TERM YIELDS
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Do you remember a long time ago in 2016 and 2017, the biggest risk for bonds was
the Fed raising interest rates and falling bond prices? Well since December 2018,
this view has changed completely, and now most investors expect the Fed to lower
rates and bond yields to go to zero or even lower.

This thinking is not farfetched, the amount of global sovereign debt with negative yield has passed $15 trillion, and
recently we saw that corporate debt with negative yield passed $1 trillion. Even Greece, who just 10 years ago

wasn’t able to sell 51 in bonds, just sold short-term debt at a negative yield, which means investors, voluntarily, are
willing to lose money on the bond if held to maturity. When the trend reverses, it will be very painful for investors.

So, are US bond yields going lower? The bottom line is we don’t know what will happen to long-term yields.
Really, nobody does, but there’s a setup building that could cause yields to spike. Most investors are not
prepared, and this is something portfolio managers should be aware of and prepared for. In a world where
corporations heavily depend on cheap long-term credit, the magnitude of such a shift could be considerable.

We see three main problems that together potentially create the setup for higher yields.

PROBLEM #1: EVER-GROWING US DEFICIT

Even if you do not follow the growing US deficit, a quick look at the chart below will make you understand the
problem very quickly. The government is running a deficit of 4.5% of GDP and this is at a time when the economy is
growing.
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And based on the Congressional Budget Office projections, investors know there will be massive issuance of US debt in the coming
years.

PROBLEM #2: LARGE FOREIGN INVESTORS IN US DEBT HAVE STOPPED ADDING TO THEIR
PURCHASES
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Source: Congressional Budget Office, Omnia Family Wealth.

What this means is that private investors are picking up most of the new issuance. And together with problem #1,
the US federal deficit is growing faster than foreign and domestic private sectors’ ability to absorb it.
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PROBLEM #3: US SHORT-TERM DEBT ISSUANCE GROWS MASSIVELY

U.S. Treasury Issuance

1,200.0
- Increasing short-term
1,000.0 debt issuance
—— NOtes
800.0 s Bonds \
600.0
400.0
200.0

0.0 ...t.:“‘mw“kh““ AT e

® & & & o’& (\’Q(’) (\'& 016\ dd'b S (\,\9 & Q:\')’ @”b S Q;{” Q;s‘," 0;\',\ <\,’\‘3’ &
BT 10 C. NN N NG AN N NG AN N N SN RN N N SN SN SN SN,

Source: US Department of the Treasury, Omnia Family Wealth.

By issuing so much short-term debt, the treasury department actually “sucks” dollars out of the market and creates a liquidity squeeze or
dollar shortage.

About 60% of the debt issued by the treasury department is short term, less than one year, which means they will be back selling large
amounts of debt every year.

WHAT’S THE SETUP?

As can be seen, there’s a growing need by the US to issue more debt, and they are issuing short-term debt while the demand for it is
weakening. Putting this together we could see increasing pressure on the long-term government and corporate bonds, pushing yields
higher. Another significant risk is that Investors at some point realize that by purchasing bonds and injecting liquidity into the system, the
Fed is basically financing the US government. This will not only affect yields but also the US dollar.

IS THE RECENT ANOMALY IN THE REPO MARKET RELATED?

Yes, we think it is. And it’s not the first time we’ve seen this; these problems actually started in 2018 when the Fed started reducing the
size of its balance sheet and taking liquidity out of the markets. The event in the repo markets meant the Fed lost its control of the price
of money, and once they realized that, a market intervention was inevitable, and the Fed announced it will be purchasing $60 billion a
month in short-term treasuries.

WHAT COULD BE A SOLUTION?

To increase the demand for treasuries (because we can’t stop borrowing), we will need one of three things to happen: a meltdown in
global financial markets, rising yields on treasuries, or a decrease in the value of the dollar which will make it cheaper for foreign investors
to purchase treasuries.

OMNIA

FAMILY WEALTH



Important Information

Omnia Family Wealth, LLC (“Omnia”), a multi-family office, is a registered investment advisor with the SEC. This commentary is provided
for educational and informational purposes only. It does not take into account any investor’s particular investment objectives, strategies,
tax status, or investment horizon. No portion of any statement included herein is to be construed as a solicitation to the rendering of
personalized investment advice nor an offer to buy or sell a security through this communication. Consult with an accountant or attorney
regarding individual tax or legal advice.

Advisory services are only offered to clients or prospective clients where Omnia Family Wealth and its representatives are properly licensed
or exempt from licensure. Information in this message is for the intended recipient[s] only. Please visit our website
https://omniawealth.com for important disclosures.

This content is provided for informational purposes only and is not intended as a recommendation to invest in any particular asset class or
strategy or as a promise of future performance. References to future returns are not promises or even estimates of actual returns a client
portfolio may achieve.

The views expressed herein are the view of Omnia only through the date of this report and are subject to change based on market or other
conditions. All information has been obtained from sources believed to be reliable, but its accuracy is not guaranteed. Omnia has not
conducted an independent verification of the data. The information herein may include inaccuracies or typographical errors. Due to various
factors, including the inherent possibility of human or mechanical error, the accuracy, completeness, timeliness and correct sequencing of
such information and the results obtained from its use are not guaranteed by Omnia. No representation, warranty, or undertaking, express
or implied, is given as to the accuracy or completeness of the information or opinions contained in this report. This report is not an
advertisement. It is being distributed for informational and discussion purposes only. Omnia shall not be responsible for investment
decisions, damages, or other losses resulting from the use of the information. This report is not intended for public use or distribution. The
information contained herein is confidential commercial or financial information, the disclosure of which would cause substantial
competitive harm to you, Omnia, or the person or entity from whom the information was obtained, and may not be disclosed except as
required by applicable law.

Statements that are non-factual in nature, including opinions, projections, and estimates, assume certain economic conditions and industry
developments and constitute only current opinions that are subject to change without notice. Further, all information, including opinions
and facts expressed herein are current as of the date appearing in this report and is subject to change without notice. Unless otherwise
indicated, dates indicated by the name of a month and a year are the end of the month.
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