Fitch Lowers Long-Term U.S. Debt Rating from AAA to AA+
August 2, 2023

Last night, Fitch Ratings downgraded the United States’ long-term foreign-currency issuer default rating to
AA+ from AAA. The Rating Watch Negative was removed, and a “stable” outlook was assigned. While the
timing of this announcement was somewhat surprising given the recent strength in U.S. economic data and
the debt limit suspension, the action itself was not entirely unexpected. In their rationale for this downgrade,
Fitch cited the growing government debt burden, specifically the “erosion” of governance. They stated that
“the repeated debt-limit political standoffs and last-minute resolutions have eroded confidence in fiscal
management.” Additionally, Fitch highlighted the growing general government deficit which they expect to rise
to 6.3% of GDP in 2023, up significantly from 2022’s 3.7% level.

This downgrade leaves Moody’s as the only rating agency with a AAA rating for U.S. debt. Standard and
Poor’s lowered the rating to AA+ in August of 2011. After this downgrade, all three rating agencies now have
the outlook at “stable”.

Our View:

We believe Fitch’s downgrade does not materially affect the outlook for U.S. Treasuries. Factors that should
drive rates remain Fed policy, economic data and Treasury supply. The latter issue, supply, is set to rise
significantly next week when the U.S. Department of the Treasury sells $103B of longer-term securities at its
quarterly refunding auctions. The supply issue, along with Fitch’s downgrade, appears to be pressuring bonds.
However, the U.S. Treasury market remains the world’s largest and most liquid, and the U.S. dollar remains
the world’s reserve currency.

Past performance is not indicative of future results. Any type of investing involves risk and there are no guarantees that these methods will be
successful. The information provided herein is subject to market conditions and is therefore expected to fluctuate.

The opinions contained in the preceding presentation reflect those of Sterling Capital Management LLC, and not those of Truist Financial Corporation or its
executives. The stated opinions are for general information only and are educational in nature. These opinions are not meant to be predictions or an offer of
individual or personalized investment advice. They are not intended as an offer or solicitation with respect to the purchase or sale of any security. This information
and these opinions are subject to change without notice. All opinions and information herein have been obtained or derived from sources believed to be reliable.
Sterling Capital Management LLC does not assume liability for any loss which may result from the reliance by any person upon such information or opinions.

Investment advisory services are available through Sterling Capital Management LLC, an investment adviser registered with the U.S. Securities & Exchange
Commission and an independently-operated subsidiary of Truist Financial Corporation. Sterling Capital Management LLC manages customized investment
portfolios, provides asset allocation analysis and offers other investment-related services to affluent individuals and businesses. Securities and other investments
held in investment management or investment advisory accounts at Sterling Capital Management LLC are not deposits or other obligations of Truist Financial
Corporation, Truist Bank or any affiliate, are not guaranteed by Truist Bank or any other bank, are not insured by the FDIC or any other federal government agency,
and are subject to investment risk, including possible loss of principal invested.

Fed = Federal Reserve. GDP = gross domestic product. Source for data cited herein is Bloomberg L.P.
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