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Market Review
US Treasury prices weakened in August, after a strong rally in mid-June and July, with yields pressured higher across the board, as US
Federal Reserve (Fed) officials maintained their hawkish stance despite a decline in US inflation. Sentiment continued to be soft ahead
of the highly anticipated Jackson Hole economic symposium at end-August, where global central banks (including the US Fed) are
widely expected to remain resolute in their fight against inflation, despite slowing economic growth. US Fed Chairman Jerome Powell
said the US Fed may need to maintain a restrictive policy stance for some time to prevent inflation from becoming entrenched,
squashing market expectations for a dovish Fed pivot. He added that historical record cautions strongly against prematurely
loosening policy, even if growth slows. The UST yield curve shifted higher and bear flattened month-on-month (m-o-m), with 1-10
year UST yields soaring by 54-71 basis points (bps) while the longer 20 and 30-year yields rose by a smaller magnitude of 28-35bps.
Benchmark 10-year UST yields closed the month 54bps higher from 2.65% at end-July to 3.19%, the highest since mid-June.
The previous UST rally in July gained momentum in early August, with 10-year UST yields falling 14bps lower from 2.65% at end-July
to touch 2.51% on 2nd August, the lowest since early April, as weakness in US economic data, particularly in the manufacturing and
construction sector, further moderated US rate hike expectations. US Institute for Supply Management (ISM) manufacturing dipped
from 53.0 in June to 52.8, marking its second consecutive drop and the slowest expansion in manufacturing activity since June 2020,
as new orders continued to fall despite improved supplier deliveries. US ISM prices paid eased from 78.5 in June to 60.0 in July, the
lowest level since August 2020, as supply chain disruptions abate. Meanwhile, US Construction spending declined sharply from 0.7%
in May (revised upwards from -0.1%) to -1.1% m-o-m in June, amid a soft housing market outlook as rising mortgage rates and
deteriorating consumer sentiment hamper demand. However, 10-year UST subsequently reversed course, with yields edging higher
after data showed that the US labour market remains strong, and has recovered to pre-pandemic levels. In July, the US economy
added 528,000 new jobs, the largest job creation in five months and more than double consensus expectations of 250,000 (June
revised higher from 372,000 to 398,000), pushing the unemployment rate lower from 3.6% to 3.5%, matching the pre-pandemic low
as well as a five-decade low. Furthermore, average hourly earnings rose from 0.4% (revised higher from 0.3%) to 0.5% m-o-m
(consensus 0.3%), the strongest monthly gain since March, putting pressure on the US Fed to continue with its rapid pace of monetary
policy tightening. Meanwhile, US ISM services surprisingly rose from 55.3 in June to 56.7 in July (consensus 53.5), the most in three
months as consumers shift their spending from goods to services such as entertainment and travel. However, the ISM report
cautioned that concerns over overland trucking availability, a limited labor pool, material shortages and inflation continue to present
hurdles for the service industry.
10-year UST yields continued to march higher in mid-August, to around 2.90% even though US headline Consumer Price Index (CPI)
eased from 9.1% y-o-y in June to 8.5% in July (consensus 8.7%), amid a chorus of hawkish remarks from US Fed officials, who
emphasized that the central bank still has a long way to go before it can declare victory on inflation. The drop in headline CPI was
largely attributed to a significant decrease in gasoline prices, fuel oil and natural gas although inflation remained high for food,
housing and used car and trucks, where core CPI excluding fuel was unchanged at 5.9% year-on-year (y-o-y). Following the release of
the inflation report, US Fed officials stressed while the lower CPI print was highly welcomed, it does not alter the Fed’s planned path
of future interest rate hikes. Chicago Fed President Charles Evans (non-voter) said he expects the committee to continue to raise
interest rates from 2.25-2.50% currently to 3.25%-3.5% this year and to 3.75%-4.00% by end-2023; while Federal Reserve Bank of
Minneapolis President Neel Kashkari (non-voter), historically among the committee’s most dovish member, said he wants to lift rates
to 3.90% by end-2022 and 4.40% by end-2023. Sentiment was also dented by the release of the US Fed meeting minutes for July,
which confirmed that the US Fed remains committed to tightening monetary policy to quash inflation, even if it risks hampering
growth.
US Fed Chairman Jerome Powell reiterated that the central bank will continue raising interest rates even if it brings some pain to
businesses and households, to prevent inflation expectations from becoming entrenched in the economy. Powell also emphasized
the US Fed’s commitment in reaching its 2.0% inflation target, and that the central bank will not deter from its course until there is
significant evidence that inflation is slowing. Powell added that historical record cautions strongly against prematurely loosening
policy even if growth slows, referring to former Fed Chairman Paul Volcker, who prematurely cut rates in April 1980 in response to
slowing growth, only to immediately increase them again as inflation remained stubbornly high. Powell also noted that another
“unusually large” increase in interest rates at the September meeting remains on the table, subject to upcoming economic data.
Following Powell’s speech, UST yields rose across the board as investors reassessed the path of future interest rate hikes. Sentiment
was further dented by Cleveland Federal Reserve President Loretta Mester’s (voter) comments that the US Fed will need to raise
interest rates above 4.00% by early next year. Mester also does not anticipate any rate cuts in 2023, and expects rates to remain
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elevated “for some time”. In response, shorter 2-year UST yields jumped to close the month at 3.49%, the highest level since
November 2007, while 10-year UST yields settled at 3.19% (54bps higher m-o-m).
Brent crude oil continued to fluctuate in August, with prices trading within a wide range of USD 91-105/bbl, as overall sentiment
continued to be dampened by prospects of slower global growth as central banks around the world tighten monetary policy. Prices
initially fell from USD 110.01/bbl at end-July to touch USD 91.51/bbl on 17th August, a six-month low, before recovering sharply to
around USD 105/bbl towards month-end, only to reverse again to settle at USD 96.50/bbl at end-August (m-o-m 12.3% lower).
Brent crude oil prices slid to touch USD 93.56/bbl In early August, on 4th August, the largest weekly drop since April 2020, amid
persistent concerns over a potential global economic slowdown. Market sentiment was also dampened by US House of
Representatives speaker, Nancy Pelosi’s visit to Taiwan on 2nd August, heightening tensions between the US and China. Furthermore,
a report by the US Energy Information Administration (EIA) showed that crude inventories rose by 4.5 million barrels for the week
ending 29th July, significantly higher than consensus expectations for a 600,000-barrel decline. The OPEC+ alliance on 3rd August,
agreed to raise its production target by 100,000 barrels per day (bpd) in September as a concession to US President Joe Biden, who
previously called for extra supply to combat rising oil prices. This was corroborated by the International Energy Agency (IEA), stating
that idle supplies in the Middle East are down to “razor thin” levels of about 2 million bpd. With most OPEC members incapable of
consistently increasing output, the actual increase in supply in September is expected to be considerably smaller, at around 34,000
bpd.
Brent prices recovered to around USD 100/bbl on concerns over supply disruptions, after a leakage in an oil pipeline component
disrupted output at several offshore US Gulf of Mexico platforms. The shut-ins were expected to halt around 600,000 bpd of oil
production from Shell, Chevron Corp and Equinor. However, Brent prices subsequently trended lower again, as supply disruptions
caused by pipeline outages tend to be short-lived. Brent prices were also pressured lower after OPEC downgraded its 2022 forecast
for global oil demand by 260,000 bpd to 100.3 million bpd. Its 2023 forecast was also revised downwards by a similar magnitude to
102.72 million bpd, leading to a projected surplus in the oil market. In contrast, the IEA upgraded its 2022 demand growth projection
by 380,000 bpd, as consumers switch from gas to oil amid surging gas prices. The IEA also boosted its forecast for Russian oil supply
by 500,000 bpd for the second half of 2022, as the country's output is more resilient than projected despite sanctions. Nevertheless,
Brent prices continued to slip to touch USD 91.51/bbl on 17th August, after China unexpectedly cut interest rates despite signaling
the opposite just a few days before, indicating that the economic situation in the world’s second largest economy may be more dire
than expected.
Brent crude oil received a shot in the arm towards month-end, with prices recovering to around USD 105/bbl after Saudi Arabian
Energy Minister, Prince Abdulaziz bin Salman, who represents the largest oil producer in OPEC+, warned that the alliance may be
required to tighten production when it meets in September, as Brent futures prices do not reflect the underlying fundamentals of
supply and demand. A production cut may also partly negate any reintroduction of Iranian oil to the market if talks to revive the 2015
nuclear deal prove successful, lifting sentiment in the oil market. However, Brent prices tumbled during the last two trading sessions
to close the month weaker at USD 96.49/bbl (m-o-m 12.3% lower), largely driven by weak risk sentiment after global central banks
unanimously advocated for tighter monetary policy for longer to rein in inflation, even if it risks slowing growth.

Fund Review
The Fund outperformed the Dow Jones Sukuk index return by 108bps in August, with returns of 0.54% compared to the index return
of -0.54%. Year to date, the Fund has outperformed the index by 319bps, with Fund’s returns of -5.08% compared to index returns of
-8.27%. In anticipation of upward movements in global bond yields, the Fund had shortened duration at the end of 2021, and trimmed
it further at the beginning of 2022 by selling its longer tenured sukuk, hence buffering the Fund from excessive market correction.
The Fund maintained overall overweight position in Gulf Cooperation Council (GCC) markets as they remain the prime beneficiaries
of elevated oil prices, coupled with the GCC governments’ ongoing fiscal reforms.

Portfolio Outlook and Strategy
Demand for Global Sukuk may continue to be supported by investors’ hunt for higher yields and quality credits. GCC sukuk issuers
remain the prime beneficiaries of higher oil prices and continued to receive credit rating and credit outlook upgrades from
international rating agencies on the back of the region’s significantly improved economic prospects.
The Fund maintained overall overweight position in GCC markets given the significantly improved macro outlook and elevated oil
price. The Fund continues to overweight corporate sukuk over sovereigns for the additional yield pick-up. Any market weakness may
present opportunities to accumulate.
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Risk Considerations
Investing involves risk, including possible loss of principal. Past Performance does not guarantee future return. All financial investments involve an element of risk.
Therefore, the value of the investment and the income from it will vary and the initial investment amount cannot be guaranteed.

Important Information
This material covers general information only and does not take account of any investor’s investment objectives or financial situation and should not be construed as
specific investment advice, a recommendation, or be relied on in any way as a guarantee, promise, forecast or prediction of future events regarding an investment or the
markets in general. The opinions and predictions expressed are subject to change without prior notice. The information presented has been derived from sources believed
to be accurate; however, we do not independently verify or guarantee its accuracy or validity. Any reference to a specific investment or security does not constitute a
recommendation to buy, sell, or hold such investment or security, nor an indication that the investment manager or its affiliates has recommended a specific security for
any client account. Subject to any contrary provisions of applicable law, the investment manager and its affiliates, and their officers, directors, employees, agents, disclaim
any express or implied warranty of reliability or accuracy and any responsibility arising in any way (including by reason of negligence) for errors or omissions in the
information or data provided.
This material may contain ‘forward-looking’ information that is not purely historical in nature and may include, among other things, projections and forecasts. There is no
guarantee that any forecasts made will come to pass. Reliance upon information in this material is at the sole discretion of the reader.
The interest rate used is a general economic indicator that will have an impact on the management of the Fund regardless whether it is a Shariah-compliant Fund or
otherwise. It does not in any way suggest that the Fund will invest in conventional financial instruments. All the investments carried out for the Fund are in accordance
with Shariah requirements.
Proprietary model output is based upon certain assumptions that may change, are not guaranteed and should not be relied upon as a significant basis for an investment
decision. Forecasts for each asset class can be conditional on economic scenarios; in the event a scenario comes to pass, actual returns could be significantly higher or lower
than forecasted. Because of the inherent limitations of all models, potential investors should not rely exclusively on the model when making an investment decision.
Forecasts of financial market trends that are based on current market conditions constitute our judgment and are subject to change without notice.
Indices are unmanaged and do not consider fees, expenses and transaction costs are not available for direct investment. The information provided here is neither tax nor
legal advice. Investors should speak to their tax professional for specific information regarding their tax situation.
This material is not intended for distribution to or use by any person or entity in any jurisdiction or country where such distribution or use would be contrary to local law or
regulation.
This document is intent for use in:
• The United States by Principal Global Investors, LLC, which is regulated by the U.S. Securities and Exchange Commission.
• Germany, Austria and the Netherlands by Principal Global Investors (EU) Limited, Sobo Works, Windmill Lane, Dublin D02 K156, Ireland. Principal Global Investors (EU)
Limited is regulated by the Central Bank of Ireland. For all other European countries, this document is issued by Principal Global Investors (Europe) Limited, Level 1, 1
Wood Street, London, EC2V 7 JB, registered in England, No. 03819986, which is authorized and regulated by the Financial Conduct Authority (“FCA”). In Europe, this
document is directed exclusively at Professional Clients and Eligible Counterparties and should not be relied upon by Retail Clients (all as defined by the MiFID). The
contents of the document have been approved by the relevant entity. Clients that do not directly contract with Principal Global Investors (Europe) Limited (“PGIE”) or
Principal Global Investors (EU) Limited (“PGI EU”) will not benefit from the protections offered by the rules and regulations of the Financial Conduct Authority or the
Central Bank of Ireland, including those enacted under MiFID II. Further, where clients do contract with PGIE or PGI EU, PGIE or PGI EU may delegate management authority
to affiliates that are not authorized and regulated within Europe and in any such case, the client may not benefit from all protections offered by the rules and regulations
of the Financial Conduct Authority ,or the Central Bank of Ireland.
• In Dubai by Principal Global Investors LLC, a branch registered in the Dubai International Financial Centre and authorized by the Dubai Financial Services Authority as a
representative office and is delivered on an individual basis to the recipient and should not be passed on or otherwise distributed by the recipient to any other person or
organization. This document is intended for sophisticated institutional and professional investors only.
• Singapore by Principal Global Investors (Singapore)Limited (ACRAReg.No.199603735H), which is regulated by the Monetary Authority of Singapore and is directed
exclusively at institutional investors as defined by the Securities and Futures Act (Chapter 289). This advertisement or publication has not been reviewed by the Monetary
Authority of Singapore.
• Australia by Principal Global Investors (Australia) Limited (ABN 45 102 488 068, AFS Licence No. 225385), which is regulated by the Australian Securities and Investments
Commission. This document is intended for sophisticated institutional investors only.
• Switzerland by Principal Global Investors (Switzerland) GmbH.
• Hong Kong SAR (China) by Principal Global Investors (Hong Kong) Limited, which is regulated by the Securities and Futures Commission and is directed exclusively at
professional investors as defined by the Securities and Futures Ordinance.
• Other APAC Countries, this material is issued for institutional investors only (or professional/sophisticated/qualified investors, as such term may apply in local
jurisdictions) and is delivered on an individual basis to the recipient and should not be passed on, used by any person or entity in any jurisdiction or country where such
distribution or use would be contrary to local law or regulation.
• India by Principal Asset Management Private Limited (PAMC). PAMC offers only the units of the schemes of Principal Mutual Fund, a mutual fund registered with SEBI.
© 2022 Principal Financial Services, Inc. Principal, Principal and symbol design and Principal Financial Group are registered trademarks and service marks of Principal
Financial Services, Inc., a Principal Financial Group company. Principal Global Investors leads global asset management at Principal®. Principal Global Asset Allocation is a
specialized investment management group within Principal Global Investors.
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Disclosures
The information in this document has been derived from sources believed to be accurate. It contains general information only on investment matters and should not be
considered as a comprehensive statement on any matter and should not be relied upon as such. The information it contains does not take account of any investor's
investment objectives, particular needs or financial situation. You should consider whether an investment fits your investment objectives, particular needs and financial
situation before making any investment decision.
The data presented is for information purposes only and is not a recommendation to buy or sell any securities or adopt any investment strategy. This material is not intended
to be relied upon as a forecast, research, or investment advice regarding a particular investment or the markets in general, nor is it intended to predict or depict performance
of any investment.
All expressions of opinion and estimates in this report are subject to change without notice. This report is not intended to be, nor should it be relied upon in any way as a
forecast or guarantee of future events or investment advice regarding a particular investment or the markets in general.
Persons wishing to rely upon this information should consult directly with the source of information or obtain professional advice.
All figures shown in this document are in US dollars unless otherwise noted. The information in this document has been derived from sources believed to be accurate as at
31 August 2022. This advertisement had not been reviewed by the SC.
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