Multi-Strategy

Four Strategies for Fighting Inflation
The transition to the later stages of the business cycle calls for creative portfolio
solutions to hedge against increased inflation risk. Here are four ideas.

Shifting Macro Trends
Cyclical
•
•
•
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Secular
• Increased government
investment
• U.S. tax cuts
• Central banks allowing prices
to run higher
• Protectionism / tariffs

 road-based global growth
B
Falling unemployment
Early signs of wage growth
Shrinking spare capacity

After one of the slowest expansions in history,
the global economy is heating up and longdormant inflation pressures are beginning to
build. This cyclical shift—combined with unusual
late-cycle tax cuts, rising protectionism and the
unprecedented unwinding of quantitative easing—
is thrusting investors into uncharted territory.
We believe investors can benefit from small but
important changes to asset allocations, moving
a portion of core stock and bond investments
into reflation-oriented asset classes that have
the potential to enhance real returns.

Potential Implications
Higher
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volatility
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Multi-Strategy Real Assets

Global REITs
Rent growth has historically
outpaced inflation, while
correlations with equities are
at a 16-year low

A history of positive inflation sensitivity
and equity-like returns, with lower
potential volatility than standalone
investments in real assets

Portfolio
Solutions

Low-Duration
Preferred Securities
Combines the potential for high
tax-advantaged income with low
sensitivity to rising interest rates

Midstream Energy
Contracted cash flows often have
rate escalators tied to inflation,
while the industry is benefiting
from a turnaround in fundamentals

Four Strategies for Fighting Inflation

Global REITs
Higher inflation ➜ higher rents ➜ higher dividends. Real
estate investment trusts (REITs) have a long history of helping
investors defend against inflation, with property values that
tend to rise with the overall price environment, plus the
potential for growing cash flows as landlords raise rents.
Increased construction costs can also deter new property
supply, easing competitive pressures. The net effect has been
that REIT dividends have grown faster than inflation. In the
U.S., for example, REITs have increased dividends at nearly
double the rate of inflation over the past 25 years (Exhibit 1).

Exhibit 2: Correlation of Global REITs and Global Equities
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Exhibit 1: REIT Dividends Have
Grown Faster Than Inflation
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At April 30, 2018. Source: Morningstar, Cohen & Steers.
Data represents past performance, which is no guarantee of future results. Correlation
is a statistical measure of how two data series move in relation to each other, with 1
representing perfect synchronization and 0 representing perfect randomness. See page 7
for index associations, definitions and additional disclosures.

A global opportunity. Certain sectors of the U.S. REIT
market remain attractively positioned, in our view, as demand
should continue to outpace new supply overall. However,
we believe it makes sense for investors to expand the pool
of opportunities beyond U.S. borders, into markets that may
have more runway for growth.
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At December 31, 2017. Source: Bureau of Labor Statistics, NAREIT, Cohen & Steers.
Data represents past performance, which is no guarantee of future results. U.S. Consumer
Price Index (CPI) measures the price increase of a weighted-average basket of consumer goods
and services. See page 7 for index associations, definitions and additional disclosures.
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Attractive value amid rate concerns. Despite healthy real
estate fundamentals and rising dividend payments, global REITs
“NO-FILL”
for
bottom
have
widely trailed global equities in recent years, hindered
number
by
concerns that rising interest rates could increase financing
costs and reduce the relative appeal of REIT income.(1) As a
result of negative investor sentiment, earnings multiples have
contracted and global REITs are now trading at an overall
discount to the value of their underlying property holdings,
with some REITs featuring discounts of 20% or more.(2)
These attractive values come at a time when REITs’
correlation to equities is at a multi-decade low, underscoring
the diversifying potential of real estate (Exhibit 2). Based
on our view of generally solid real estate fundamentals and
a record $266 billion of private equity dry powder waiting
to invest in commercial property, we see this as a good
opportunity to increase allocations to REITs.(3)

For example, Europe is benefiting from stronger growth, yet
its economy is earlier in the cycle than the U.S. and is likely
further away from raising interest rates. We also see value in
certain U.K. REITs that seem to have been unfairly punished by
uncertainty surrounding the country’s exit from the European
Union. Japan’s economy is awakening from a long slumber,
putting Tokyo office developers in a prime position to benefit
from reflation. We expect the divergence in country and sector
fundamentals to continue, underscoring the importance of
access to a global opportunity set.
Cohen & Steers Global Realty Shares
Class A
Class C
Class I
Class R
Class Z

CSFAX
CSFCX
CSSPX
GRSRX
CSFZX

Equity
Allocation

5 –10% Potential for
CSFAX
• Enhanced risk-adjusted returns
• Attractive income supported by
growing cash flows
• Broad diversification by region
and property type

(1) In the 5 years ended April 30, 2018, global REITs and global equities had annualized returns of 3.9% and 9.9%, respectively; over the long run (since 1991), global REITs have
outperformed global equities, 8.7% to 8.1%. Source: FTSE, MSCI, Cohen & Steers.
(2) At April 30, 2018, global real estate securities traded at a 0.9% average discount to net asset value (company assets less liabilities), based on Cohen & Steers estimates.
(3) Private equity dry powder as of March 2018, representing total capital commitments in private real estate funds waiting to be called for investment. Source: Preqin.
Data represents past performance, which is no guarantee of future results. See page 7 for index associations, definitions and additional disclosures.
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Low-Duration Preferred Securities

Exhibit 3: Yield and Duration Comparison

High current income with a focus on capital preservation.
When faced with the prospect of rising inflation and higher
interest rates, many investors will rotate into shorter-term
fixed income securities that are less vulnerable to rising rates,
often sacrificing yield in the process. Low-duration preferred
securities could offer a way to regain some of this lost income
while keeping a defensive position relative to interest rates.
Preferreds generally pay higher income rates than bonds
due to their subordinate position in the capital structure,
making them an appealing option for yield-seeking investors.
These securities come in a variety of structures, which can
significantly impact their interest-rate sensitivity. Fixed-rate
preferreds may have high durations, whereas those with
coupon resets—including fixed-to-float and floating-rate
securities—can have relatively short durations. Most of
these shorter-duration securities are found in the institutionally
focused over-the-counter market. In fact, of the nearly
$1 trillion in preferred securities issued globally, two-thirds
have a duration of five years or less.
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At April 30, 2018. Source: ICE BofAML, Cohen & Steers.
Data represents past performance, which is no guarantee of future results. Yields shown
on a yield-to-worst basis. Duration shown on a modified duration-to-worst basis. See page
7 for index
associations, definitions
and additional disclosures.
2
3
4
5

Tax-advantaged income. Many preferreds are forms of equity
and pay qualified dividend income (QDI), which is taxed
at a lower rate than the interest payments from bonds. This
means that preferreds may offer an income advantage—both
before and after taxes—relative to many other fixed income
categories, including those with much higher durations.

As shown in Exhibit 3, low-duration preferred securities offer
an attractive mix of high current income and low interest-rate
sensitivity. As a result, this strategy may defend better than
other fixed income investments in periods of rising interest
rates. In the recent period of rising Treasury yields from
September 2017 to February 2018, low-duration preferreds
outperformed many other types of fixed income (Exhibit 4).

Cohen & Steers Low Duration Preferred & Income Fund
Class A
Class C
Class I
Class R
Class Z

LPXAX
LPXCX
LPXIX
LPXRX
LPXZX

10 –15% Potential for
LPXAX
• High tax-advantaged monthly
income
• Capital preservation through
reduced interest-rate sensitivity
Fixed Income
• Low sector overlap with other
Allocation
fixed income strategies

Exhibit 4: Fixed Income Performance During a Sharp Rise in the 10-Year Treasury Yield
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At February 28, 2018. Source: Morningstar Direct, Cohen & Steers.
Data quoted represents past performance, which is no guarantee of future results. See page 7 for index associations, definitions and additional disclosures.
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Midstream Energy
Higher energy prices ➜ increased production ➜ higher
pipeline volumes. Midstream energy companies can serve
as natural inflation hedges, generating fee-based cash flows
to gather, process and transport energy commodities. In many
cases, service contracts include rate escalators tied to the
Producer Price Index.(1) Perhaps more important is what rising
global energy prices could mean for North American energy
production—and, by extension, the potential for higher
volumes of energy molecules flowing through the pipes.
Furthermore, we would expect global reflation to benefit
developing economies, which account for the vast majority
of global energy demand growth. U.S. shale’s productioncost advantage and speed to market has made it one of the
world’s key resources for new supply, with a significant portion
of crude oil exports going to developing countries (Exhibit 5).



U.S. energy production is expected to hit record levels
in 2018–2019, with crude oil output expected to exceed
Saudi Arabia.



U.S. energy consumption is finally growing after several
years of stagnation.



U.S. energy exports have grown exponentially since
the crude oil export ban was lifted in 2015—and should
continue to do so in a reflationary environment, in our view.

These trends continue to push more energy production through
pipelines and pull it into demand centers, which should help
tighten capacity for midstream assets and drive cash flow growth.
Cohen & Steers MLP & Energy Opportunity Fund
Class A MLOAX
Class C MLOCX

The midstream fundamental cycle is turning. Midstream
companies have widely underperformed the broad market
since late 2014, with the Alerian MLP Index still 56% below its
high as of March of 2018. However, for the first time since the
energy down-cycle began, the three primary drivers for midstream asset demand are all seeing strong growth (Exhibit 6):

Class I

MLOIX
Equity
Allocation

Class R MLORX

3 –6% Potential for
MLOAX
• Attractive full-cycle total returns
and income
• Participation in North America’s
emergence as a key global
energy supplier

Class Z MLOZX

Exhibit 5: Rising Exports
Number of Tankers Leaving the U.S. With Crude Oil Exports to Select Markets
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Emerging
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0
0 selected from EIA’s crude oil exports by destination data set,0based on average tanker capacity of 750,000 barrels;
excludes Canada and Mexico and other countries with zero or negligible crude oil exports from the U.S. See page 7 for additional disclosures.
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Exhibit 6: Positive Inflection for Midstream Fundamentals
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(1) The Producer Price Index measures the average change over time in the selling price received by domestic producers for their output.
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Multi-Strategy Real Assets
Inflation sensitivity—the unifying attribute of real assets.
Real assets are commonly known for their potential value
Lorem ipsum
as inflation hedges. However, we have found that it is not
so much the level of inflation that’s important, but whether
inflation exceeds expectations—the “inflation-surprise”
factor. Historically, all real assets have tended to benefit
from periods of unexpected inflation, contrasting with belowaverage returns for stocks and bonds (Exhibit 7).

food and energy costs are key contributors to official inflation
measures: in the U.S., these components represented
21% of the 2017 CPI increase. It should not be surprising,
therefore, that commodity returns have been closely tied to
inflation surprise (Exhibit 8). It follows that commodities and
commodity-related businesses should be among the primary
beneficiaries of today’s heightened inflation risk. From a
Exhibit 8: Commodities Linked to
Inflation Surprise

Years of successive downward inflation revisions since the
financial crisis have worked against real assets, contributing
to their significant underperformance recently—particularly
in commodities. However, we believe increased inflation
risk and improving fundamentals have created a more
favorable backdrop for real assets. With many listed real
asset categories currently trading significantly below their
highs, we see this is as an attractive value opportunity for
establishing a real assets allocation.
Bullish outlook for commodities. Among real assets,
commodities have generally been the most sensitive to
unexpected inflation—indeed, one of the main reasons
investors own commodities is to hedge inflation risk. This is
because the factors that cause inflation (strong economic
growth and/or capacity constraints late in the business
cycle) also tend to drive commodity prices. Also, rising
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At March 31, 2018. Source: Bloomberg, Bureau of Labor Statistics, Cohen & Steers.
Data represents past performance, which is no guarantee of future results.
See page 7 for index associations, definitions and additional disclosures.

Exhibit 7: Sensitivity to Inflation Surprise(a)
1991–Q1 2018
An inflation sensitivity of 5.7
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indicates that for every 1%
that inflation exceeded its
prior-year estimate, real
assets outperformed their
historical average by 5.7%.
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In contrast to the positive response
by real assets, inflation surprise
has generally resulted in underperformance by stocks and bonds.

1.9

2%
0%
Diversified 
Real Assets

Real Estate

-0.4

-0.5

Infrastructure

Natural Resource
Equities

Commodities

U.S. Bonds

U.S. Stocks

Average Real Return

5.4

7.6

7.9

5.4

-1.2

3.9

7.3

Sensitivity to Inflation Surprise

5.7

1.9

4.9

6.7

9.1

-0.5

-0.4

Expected Real Return for a
11.1
9.5
12.8
12.1
7.9
3.4
6.9
1% Y/Y Inflation Surprise
At March 31, 2018. Source: Bloomberg, Bureau of Labor Statistics, Cohen & Steers.
Data represents past performance, which is no guarantee of future results. (a) Sensitivity to inflation surprise is a proprietary calculation that measures the typical response of real
(inflation-adjusted) returns to the year-over-year inflation surprise, defined as the difference between the realized inflation rate and the lagged 1-year-ahead median inflation estimate from
the University of Michigan Inflation Survey. Diversified Real Assets represented by an equal-weighted blend of global real estate securities, commodities, natural resource equities and global
listed infrastructure. See page 7 for index associations, definitions and additional disclosures.
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fundamental perspective, the rebalancing of commodity
supply and demand has been underway for several years
now, and many commodity markets are now balanced or in
deficit. With the improvement in global growth, commodity
consumption has also picked up, creating tighter
conditions.
•

Energy: Producers have shown greater discipline in
capital spending, and we expect global consumption
to exceed aggregate output, likely resulting in further
inventory declines.

•

Metals: Generally the furthest along in rebalancing,
drastic spending cuts on new mines in recent years
should allow deficit conditions to persist, since new
mines can take years to bring on line.

•

Agriculture: Grains have taken longer to rebalance,
but should enter deficits in 2018 due to stabilization in
global acreage expansion and recent weather-related
production disruptions.

We believe the combination of favorable supply trends,
improving consumption and increased inflation prospects
creates a compelling argument for commodities.

Benefits of the blend. We believe that an effective way to
gain broad exposure to real assets is through a mutual
fund that invests across multiple real asset categories
such as real estate, infrastructure, commodities and natural
resource equities. This approach offers a one-stop real
assets solution, appearing on portfolio statements as a
single line item, potentially dampening the swings in returns
that investors may experience with separate allocations to
individual asset classes.
In addition, due to the low historical correlations among
different types of real assets, a blended real assets portfolio
has the potential to deliver inflation-hedging characteristics
with a better balance of risk and return (Exhibit 9).
Cohen & Steers Real Assets Fund
10%
RAPAX

Class A RAPAX
Class C RAPCX
Class I

RAPIX

relations to other asset classes
unexpected inflation

Fixed
Income

Class
Large
CapZ RAPZX
Small Cap

• Attractive returns with low cor• Enhanced protection from

Equities

Class R RAPRX

Potential for

• A better balance of risk and

return potential relative to
individual real asset categories

Exhibit 9: Risk-Return Comparison
1991–Q1 2018
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historically produced equity-like returns
with lower volatility than equities or
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3%

Real Estate

U.S. Stocks

Commodities

0%
6%

9%

15%

12%

18%

Risk (Standard Deviation)
Diversified
Real Assets

Real Estate

Infrastructure

Annualized Nominal Return

7.7%

9.9%

10.2%

Annualized Real Return

5.4%

7.6%

7.9%

12.9%

16.4%

0.44

0.51

Risk (Standard Deviation)
Sharpe Ratio

Natural Resource
Equities

Commodities

Global Stocks

U.S. Stocks

U.S. Bonds

7.7%

1.1%

7.2%

9.6%

6.2%

5.4%

-1.2%

4.9%

7.3%

3.9%

14.0%

17.7%

15.4%

14.3%

14.1%

6.1%

0.58

0.36

-0.01

0.38

0.54

0.61

At April 30, 2018. Source: Bloomberg, Dow Jones, FTSE, S&P, St. Louis Fed, Thomson Reuters Datastream and Cohen & Steers.
Data quoted represents past performance, which is no guarantee of future results. Real return is the nominal return adjusted for inflation. Standard deviation is a measure of the
dispersion of a set of data from its mean, also known as historical volatility and is used by investors as a gauge for the amount of expected volatility. Sharpe Ratio is a measure of risk-adjusted
return, calculated by subtracting the risk-free rate from a return and dividing that result by the standard deviation. The higher the Sharpe Ratio, the higher the risk-adjusted return. Diversified
Real Assets represented by an equal-weighted blend of global real estate securities, commodities, natural resource equities and global listed infrastructure. See page 7 for index associations,
definitions and additional disclosures.
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Why Invest With Us
Cohen & Steers is a world leader in liquid real assets and alternative income,
with a global team of experienced investment professionals dedicated to
understanding these complex and often inefficient markets. Founded in 1986,
we have a strong track record of providing innovative diversification solutions
and delivering results for our clients.
To learn more about these strategies, visit cohenandsteers.com/insights.

Index Associations and Definitions
An investor cannot invest directly in an index and index performance does not reﬂect the deduction of any fees, expenses or taxes. All returns and investment characteristics discussed in this
report are based on the indexes below.
Page 2 • Global REITs: U.S. REITs: FTSE Nareit Equity REIT Index contains all tax-qualified REITs, except timber and infrastructure REITs, with more than 50% of total assets in qualifying
real estate assets other than mortgages secured by real property that also meet minimum size and liquidity criteria. Global REITs: FTSE EPRA/Nareit Developed Real Estate Index is an
unmanaged market-capitalization-weighted total-return index, which consists of publicly traded equity REITs and listed property companies from developed markets. Global equities: MSCI
World Index consists of a wide selection of stocks traded in 24 developed countries, weighted for market capitalization.
Page 3 • Low-Duration Preferred Securities: Low-Duration Preferred Securities: ICE BofAML 8% Constrained Developed Markets Low Duration Capital Securities Custom Index tracks
the performance of select U.S. dollar-denominated fixed- and ﬂoating-rate preferred, corporate and contingent capital securities, with remaining term to final maturity of one year or more,
but less than five years. 5/10/30-Year Treasuries: ICE BofAML Current U.S. Treasury Index series are one-security indexes consisting of the most recently issued U.S. Treasury note with the
indicated maturity. Corporate Bonds: ICE BofAML Corporate Master Index tracks the performance of U.S. dollar-denominated investment-grade corporate debt publicly issued in the U.S.
domestic market. Low-Duration Corporate Bonds based on a subset of this index, representing securities with maturities of 1-5 years. Municipal Bonds: ICE BofAML Municipal Master Index
tracks the performance of U.S. dollar-denominated investment-grade tax-exempt debt publicly issued by U.S. states and territories, and their political subdivisions, in the U.S. domestic market.
Low-Duration Municipal Bonds based on a subset of this index, representing securities with maturities of 1-5 years. U.S. High Yield: ICE BofAML U.S. High-Yield Indextracks the performance
of U.S. dollar-denominated below-investment-grade corporate debt publicly issued in the U.S. domestic market.
Page 4 • Midstream Energy: Alerian MLP Index, is a capped, float-adjusted, capitalization-weighted index, whose constituents represent approximately 85% of total MLP float-adjusted
market capitalization.
Page 5–6 • Multi-Strategy Real Assets: U.S. stocks: S&P 500 Index is an unmanaged index of 500 large-capitalization stocks that is frequently used as a general measure of U.S. stock
market performance. Global stocks: MSCI World Index (see above). U.S. bonds: ICE BofAML U.S. 7-10 Year Treasury Index: composed of U.S. Treasury notes with a 7-10 year maturity.
Real estate: Through February 2005: U.S. REITs; thereafter: Global REITs (see above). Infrastructure: Through July 2008: 50/50 Blend of Datastream World Pipelines and Datastream World
Gas, Water & Multi-Utilities, encompassing global indexes of companies in their respective sectors, compiled by Thomson Reuters Datastream; thereafter: Dow Jones Brookfield Global
Infrastructure Index measures the stock performance of publicly listed infrastructure companies representing all sectors of the infrastructure market. Commodities: Through July 1998: S&P
GSCI, a composite index of commodity sector returns representing an unleveraged, long-only investment in commodity futures that is broadly diversified across the spectrum of commodities;
thereafter: Bloomberg Commodity Total Return Index, a broadly diversified index composed of commodities traded on U.S. exchanges, with the exception of aluminum, nickel and zinc, which
trade on the London Metals Exchange. Natural Resource Equities: Through May 2008: Datastream World Oil & Gas and Datastream World Basic Materials, encompassing global indexes
of companies in the basic materials sector, compiled by Thomson Reuters Datastream; thereafter: S&P Global Natural Resource Equities Index, includes 90 of the largest publicly traded
companies in natural resources and commodities businesses that meet specific investability requirements, oﬀering investors diversified, liquid and investable equity exposure across three
primary commodity-related sectors: Agribusiness, Energy and Metals & Mining.
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Important Disclosures
Data quoted represents past performance, which is no guarantee of future results. The views and opinions in the preceding document are as of the date of publication and are
subject to change without notice. This material represents an assessment of the market environment at a specific point in time and should not be relied upon as investment advice, does not
constitute a recommendation to buy or sell a security or other investment and is not intended to predict or depict performance of any investment. The information presented above does not
reﬂect the performance of any fund or other account managed or serviced by Cohen & Steers, and there is no guarantee that investors will experience the type of performance reﬂected
above. There is no guarantee that any historical trend illustrated herein will be repeated in the future, and there is no way to predict precisely when such a trend will begin. There is no
guarantee that any market forecast made in this document will be realized. This material is not being provided in a fiduciary capacity and is not intended to recommend any investment policy
or investment strategy or take into account the specific objectives or circumstances of any investor. We consider the information in this presentation to be accurate, but we do not represent
that it is complete or should be relied upon as the sole source of suitability for investment. No representation or warranty is made as to the efficacy of any particular strategy of fund or the
actual returns that may be achieved. Cohen & Steers does not provide investment, tax or legal advice. Please consult with your investment, tax or legal professional regarding your individual
circumstances prior to investing.
Before investing in any Cohen & Steers U.S.-registered open-end mutual fund, carefully consider the investment objectives, risks, charges, expenses and other information contained in the
summary prospectus and prospectus, which can be obtained by visiting cohenandsteers.com or by calling 800 330 7348. This commentary must be accompanied by the most recent Cohen
& Steers fund fact sheet(s) and summary prospectus if used in connection with the sale of mutual fund shares.
Risks of Investing in Real Estate Securities. The risks of investing in real estate securities are similar to those associated with direct investments in real estate, including falling
property values due to increasing vacancies or declining rents resulting from economic, legal, political or technological developments, lack of liquidity, limited diversification and sensitivity
to certain economic factors such as interest rate changes and market recessions.
Risks of Investing in Global Infrastructure Securities. Investments in global infrastructure securities will likely be more susceptible to adverse economic or regulatory occurrences
aﬀecting global infrastructure companies than an investment that is not primarily invested in global infrastructure companies. Infrastructure issuers may be subject to regulation by various
governmental authorities and may also be aﬀected by governmental regulation of rates charged to customers, operational or other mishaps, tariﬀs, and changes in tax laws, regulatory
policies, and accounting standards.
Risks of Investing in Foreign Securities. Foreign securities involve special risks, including currency fluctuations, lower liquidity, political and economic uncertainties and
differences in accounting standards. Some international securities may represent small- and medium-sized companies, which may be more susceptible to price volatility and
less liquidity than larger companies.
Risks of Investing in MLP Securities. An investment in master limited partnerships (MLPs) involves risks that diﬀer from a similar investment in equity securities, such as common
stock, of a corporation. Holders of equity securities issued by MLPs have the rights typically aﬀorded to limited partners in a limited partnership. As compared to common shareholders
of a corporation, holders of such equity securities have more limited control and limited rights to vote on matters aﬀecting the partnership. There are certain tax risks associated with an
investment in equity MLP units. Additionally, conflicts of interest may exist among common unit holders, subordinated unit holders and the general partner or managing member of an
MLP; for example, a conflict may arise as a result of incentive distribution payments.
Risks of Investing in Commodities. An investment in commodity-linked derivative instruments may be subject to greater volatility than investments in traditional securities, particularly
if the instruments involve leverage. The value of commodity-linked derivative instruments may be aﬀected by changes in overall market movements, commodity index volatility, changes
in interest rates, or factors aﬀecting a particular industry or commodity, such as drought, floods, weather, livestock disease, embargoes, tariﬀs and international economic, political and
regulatory developments. The use of derivatives presents risks diﬀerent from, and possibly greater than, the risks associated with investing directly in traditional securities. Among the
risks presented are market risk, credit risk, counterparty risk, leverage risk and liquidity risk. The use of derivatives can lead to losses because of adverse movements in the price or value
of the underlying asset, index or rate, which may be magnified by certain features of the derivatives. No representation or warranty is made as to the efficacy of any particular strategy or
fund or the actual returns that may be achieved.
Futures Trading Is Volatile, Highly Leveraged and May Be Illiquid. Investments in commodity futures contracts and options on commodity futures contracts have a high degree
of price variability and are subject to rapid and substantial price changes. Such investments could incur significant losses. There can be no assurance that the options strategy will be
successful. The use of options on commodity futures contracts is to enhance risk-adjusted total returns. The use of options, however, may not provide any, or only partial, protection from
market declines. The return performance of the commodity futures contracts may not parallel the performance of the commodities or indexes that serve as the basis for the options it
buys or sells; this basis risk may reduce overall returns.
Risks of Investing in Natural Resource Equities. The market value of securities of natural resource companies may be aﬀected by numerous factors, including events occurring in
nature, inflationary pressures and international politics. Because the strategy invests significantly in natural resource companies, there is the risk that the strategy will perform poorly during
a downturn in the natural resource sector.
Risks of Investing in Preferred Securities. Investing in any market exposes investors to risks. In general, the risks of investing in preferred securities are similar to those of investing in
bonds, including credit risk and interest-rate risk. As nearly all preferred securities have issuer call options, call risk, reinvestment risk and income risk are also important considerations.
In addition, investors face equity-like risks, such as deferral or omission of distributions, subordination to bonds and other more senior debt, and higher corporate governance risks
with limited voting rights. Preferred funds may invest in below-investment-grade securities. Below-investment-grade securities or equivalent unrated securities generally involve greater
volatility of price and risk of loss of income and principal, and may be more susceptible to real or perceived adverse economic and competitive industry conditions than higher-grade
securities. Risks associated with preferred securities diﬀer from risks inherent with other investments. In the event of bankruptcy, a company’s preferred securities are senior to common
stock but subordinated to all other types of corporate debt. Municipal bonds are issued and backed by state and local governments and their agencies, and the interest from municipal
securities is often free from both state and local income taxes. 10-Year Treasury notes are issued by the U.S. government and are considered the safest of all bonds, since they are
backed by the full faith and credit of the U.S. government as to the timely payment of principal and interest.
Cohen & Steers Capital Management, Inc. (Cohen & Steers) is a registered investment advisory firm that provides investment management services to corporate retirement, public
and union retirement plans, endowments, foundations and mutual funds. Cohen & Steers U.S. registered open-end funds are available only to U.S. residents and are distributed by
Cohen & Steers Securities, LLC.
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