The Monthly Pension Review: August 2023 - = SLC

Long yields moved higher last month as economic uncertainty remains front of mind for investors Management
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Milliman Pension Funding Index (August 2023)

August Market Summary $BN Funding ratio (PBO)
* Funded status decreases by -0.2% through August —Assets returned -1.6% while
liabilities returned -1.2%.1 1,750 110%

N Assets WM PBO == Funding Ratio
* Equities slumped in August, breaking five-month hot streak —The S&P 500 Index

returned -1.8%in last month, as general economic uncertainty impacted investor L
sentiment.
. . . . . . 1,500 100%
* The LongCredit Index yield rose by 20 basis points (bps)in August—Theyield
increase was primarily rates driven as the 30-year Treasury rose 19 bps last month.
Market Watch (2 Dec-21 Dec-22 Jul-23 Aug-23 o
Funded Status 97.9% 101.9% 103.6% 103.3% 1250 90%
FTSE Discount Rate 2.63% 4.95% 4.96% 5.13%
Long Credit Yield 3.10% 5.59% 5.47% 5.65% 85%
US 30Y TSY Yield 1.90% 3.96% 4.01% 4.21%
S&P 500 4’766 3'840 4’589 4’508 hooe Aug-22 Sep-22 Oct-22 Nov-22 Dec-22 Jan-23 Feb-23 Mar23 Apr-23 May-23 Jun-23 Jul-23  Aug-23 %
* The first halfof 2023 saw record pensionrisk transfer (PRT) activity as corporate defined benefit plan funded 40,000
status remainsnearits 15-year highs. Year-to-date there have been over 285 PRT transactions totalingover
$22 billionin pension liabilities. For comparison, through H1 2022 there were roughly 200 transactions 35,000 34,056
totaling $17 billionin liabilities. The U.S. PRT market remains competitive, with over 20 insurers bidding on
the business. As such, premiums could stay low, which may facilitate increased demand by corporate plans.
* Overhalfofthetransactions were full planterminations. However, in terms of dollar amount, over 70% of 30,000
liabilities transferred were for current retirees in payment, often the | east complex portion of the liability to 25,584
value. 25,000 21998
*  We havea long history of working with clients through allphasesof a plan’s life cycle—from helpingthem 5 ’
de-risk and improving their funded status to the entire PRT processitself. Throughout thatjourney, plan = 20,000
sponsors face varyingchallenges. j; 16,470
. L . . - 15,207
* One suchchallenge is navigating the uncertainty surroundinglump sum take rates, a biddingprocess that can 15000 14,171
produce diversepricing as well as questionssurrounding payments in cash orin-kind. ’ 12,323
e Furthermore, characteristics of liability-drive ninvestment portfolios often require multiple adjustments
throughout the termination process, firstto reflect estimates of the lump sumtake up andits impact and 10,000 7,300
then laterto account for actualexperience and how that differed from assumptions. 6,055
* Forplansthat maybe close to fullyfunded but still a few years away from a buyout, utilizing a more closely 5,000 3,679
matched key-rate duration portfolio a pproach can minimize funding volatility and plan expenses while 580 I I I
remaining on track fora future termination. 0 -
e Plansponsors whooptto hibernate the plan rather than paya premium for risk transfer may want to 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023
consider utilizing some of the same toolsthat insurers have used to backlong-term liabilities. This includes YTD
assets like investment grade private credit, which can offer attractive premiums to comparable public bonds. Source: Pensions & Investments Research Center, 2023.

*Based on monthly performance of the S&P 500 Index. Data from Bloomberg.
(1)  Datafrom reference Bloomberg Indices. Funded statusisin reference to Pension Funding Index of the top 100 US corporate pension plans sourced from Milliman.
(2)  Funded Status source: Milliman. FTSE Discount Rate source: FTSE. Long Credit Yield source: Bloomberg. US 30Y TSY Yield source: Bloomberg. AAANeDAgessy1@VIBS i A Corporate source: Bloomberg.
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Nothingin this paper should (i) be construed to cause any of the operationsunder SLC Managementto be an investment advicefiduciary under the U.S. Employee Retirement Income
Security Act of 1974, as amended, the U.S. Internal Revenue Code 0f 1986, asamended, or similar law, (ii) be considered individualized investment advice to plan assets based on the
particular needsofa plan or (iii) serve asa primary basis for investment decisions with respect to plan assets.

The information may present materials or statements which reflect expectations or forecasts of future events. Such forwardlooking statements are speculative in nature and may be subject to risks,
uncertaintiesand assumptions and actual results which could differ significantly from the statements. As such, do not placeundue reliance upon such forward-looking statements. All opinions and
commentary are subject to change without noticeand are provided in good faith without legal responsibility.

Certaininformation contained herein has been obtained from published and non-published sources prepared by other parties, whichin certain cases has not been updated through the
date hereof. While such information is believedto be reliable for the purpose used herein, SLC does not assume any responsibility for the accuracy or completeness of such information
and such information has not been independently verified by SLC.

Market chartindices:
- AAA Non-Agency CMBS and A Corporate source: Indexdata from Bloomberg.

SLC Management is the brand name for the institutional asset management business of Sun Life Financial Inc. (“Sun Life”) under which Sun Life Capital Management(U.S.) LLCin the
United States, and Sun Life Capital Management (Canada) Inc. in Canada operate.

Sun Life Capital Management (Canada)Inc. isa Canadian registered portfolio manager, investment fund manager, exempt marketdealer and,in Ontario, a commodity trading manager.
Sun Life Capital Management (U.S.) LLC s registered with the U.S. Securities and Exchange Commission as an investment adviserand is alsoa Commodity Trading Advisor and Commodity
Pool Operator registered with the Commodity Futures Trading Commission under the Commodity Exchange Act and Members of the National Futures Association. In the U.S., securitiesare
offered by Sun Life Institutional Distributors (U.S.) LLC, an SEC registered broker-dealer and amember ofthe Financial Industry Regulatory Authority (“FINRA”).

BentallGreenOak, InfraRedCapital Partners (InfraRed), Crescent Capital Group LP (Crescent) and Advisors Asset Management (AAM) are also part of SLC Management.

Bentall Green Oakis a global real estate investment management advisor and a provider of real estateservices. Inthe U.S.,real estate mandates are offered by BentallGreenOak (U.S.)
Limited Partnership, who is registered with the SEC as an investment adviser. In Canada, realestate mandates are offered byBentallGreenOak (Canada) Limited Partnership, BGO Capital
(Canada)Inc. or Sun Life Capital Management(Canada) Inc. BGO Capital (Canada) Inc. is a Canadian registered portfolio managr and exemptmarket dealer and isregistered as an
investment fund manager in British Columbia, Ontario and Quebec.

InfraRed Capital Partnersis aninternationalinvestment manager focused on infrastructure. Operating worldwide, InfraRed manages equity capital in multiple private and listed funds,
primarily for institutional investors across the globe. InfraRed Capital Partners Ltd. is authorized and regulated in the U.K by the Financial Conduct Authority.

Sun Life Capital Management (Canada)Inc. isa Canadian registered portfolio manager, investment fund manager, exempt marketdealer and,in Ontario, a commodity trading manager,
andis the manager of the SLC Management Private Fixed Income Plus Fund, SLC ManagementLong Term Private Fixed Income Plus Fund, SLC Management Short Term Private Fixed

Income Fund and the SLC Management Canadian Commercial Mortgage Fund.

Crescent Capital Group LP is aglobal alternative credit investmentmanager registered with the U.S. Securities and Exchange Commission asan investment adviser. Crescent is a leading
investorin mezzanine debt, middle market direct lendingin the U.S. and Europe, high-yield bonds and broadly syndicated loans.

AAM is anindependent U.S. retail distribution firm that provides a range of solutionsand products to financialadvisors atwirehouses, registered investmentadvisors and independent broker-dealers.
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Your purpose is our purpose

Forinstitutional use only. Investing involves riskincluding the risk of loss of principal. The information provided does no tconstitute investment advice and should not be relied on as such. It should
not be considered a solicitationto buy orsella security. It does nottake into account the investor’s particular investmen t objectives, strategies, taxstatus or investmenthorizon. You should consult
with yourtaxand financialadvisor. All material has been obtained fromsources believedto be reliable. There is no represe ntation of warranty as to the accuracy of the informationand SLC
Management shall have no liability for decisions based on such information. The whole orany part of this work may not be rep roduced, copied or transmitted or any of its concepts disclosed to
third parties without SLC Management’s expres s written consent.

© SLC Management2023

To opt out fromfuture communications, please click here.
To change your communications preferences, please click here.

(1)  Funded Status for the current month is estimated and subject to change as final numbers are released. Data from reference Bloomberg Indices.

(2)  ThelongCredit yield corresponds to the Bloomberg Long Credit Index. S1.C=20230918-3120115
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