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A sustainable Emerging Markets rally? We are skeptical
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Sources: Bloomberg and Wells Fargo Investment Institute. Monthly data: October 31, 2007 - April 30, 2025. EPS = trailing 12-month earnings per share. An index is unmanaged and not available for
direct investment. Past performance is no guarantee of future results.

Despite recent outperformance, long-term Emerging Markets (EM) Equities track record uninspiring

Amid the tariff noise and uncertainty, the EM Equities benchmark — the MSCI Emerging Markets Index — has
outperformed the S&P 500 Index, gaining 8.2% year to date compared to 0.1% for the S&P 500 Index (as of May 28).Is
this the start of sustained EM outperformance? We are skeptical.

As the chart above shows, EM earnings have barely budged since 2007, and index levels remain roughly 15% below their
pre-global financial crisis highs. These figures stand in stark contrast to the S&P 500 Index, which has delivered
impressive earnings growth and returns over the same period. Meanwhile, a study of volatility reveals that EM
experienced nearly triple the number of bear markets — defined as drops of 20% or more — during this time.

What it may mean for investors

We believe the EM sentiment pendulum has swung too far positive and expect an investor reawakening to the
structural issues that have historically restrained these markets. For investors whose allocation to EM Equities has crept
above recommended portfolio weights, we believe the recent outperformance has provided an opportunity to trim
exposure. Within equities, we favor reallocating to U.S. Large Cap, U.S. Mid Cap, or Developed Market ex-U.S. Equities.

Austin Pickle, CFA; Investment Strategy Analyst Excerpted from Investment Strategy report (May 19)
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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. Foreign investing has additional risks including those associated with currency fluctuation, political and
economic instability, and different accounting standards. These risks are heightened in emerging markets. Mid-cap stocks are generally more volatile, subject to greater risks
and are less liquid than large company stocks.

Definitions

MSCI Emerging Markets Index is a free float-adjusted market capitalization index that is designed to measure equity market performance of emerging markets.

S&P 500 Index is a market capitalization-weighted index composed of 500 widely held common stocks that is generally considered representative of the U.S. stock market.
An index is unmanaged and not available for direct investment.

General Disclosures

Global Investment Strategy (GIS) is a division of Wells Fargo Investment Institute, Inc. (WFII). WFl 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 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. PM-11292026-8017975.1.1
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