The Monthly Pension Review: July 2023

Funded status continues to increase as equities maintain torrid pace amid soft landing hopes*

July Market Summary

* Funded statusincreases by 1.1% through July—Assets returned 0.8% while liabilities
returned -0.2%.

* Equities post fifth consecutive positive month—The S&P 500 Indexreturned 3.1%in
July, as excitement over artificial intelligence and a resilient U.S. economy continued
to booststocks.

* The LongCreditIndex yield rose by 5 basis points (bps) inJuly —Theyield increase was
primarily rates driven as the 30-year Treasury rose 15 bps last month.

SPOTLIGHT: U.S. DEBT DOWNGRADED BY FITCH

*
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Market Watch ? Dec-21 Dec-22 Jun-23 Jul-23
Funded Status 97.9% 101.9% 102.5% 103.6%
FTSE DiscountRate 2.63% 4.95% 4.88% 4.96%
Long Credit Yield 3.10% 5.59% 5.42% 5.47%
US30YTSYYield 1.90% 3.96% 3.86% 4.01%
S&P 500 4,766 3,840 4,450 4,589

The surprise downgrade of U.S. debt to AA+, from AAA, by Fitch Ratings seems unlikely to force
anymaterial sale of Treasuries. While not ideal forinvestor sentiment, it is unlikely to change
the viewthatU.S. sovereign debt s still one ofthe mostimportant and liquid global markets
and a necessarytool for manyplan sponsorsinhedginglong-dated liabilities.

U.S. TreasurySecretaryJanet Yellen commented that the rating change wasbased on “arbitrary
and outdated data.” Thissuggests that U.S. momentumand the forecasted view is in better
shape thanthat the lookback period usedin the decision.

One important elementinthe Fitch decisionis thatit maintainedits U.S. “country ceiling” at
AAA.In otherwords, securitiesissued by municipalities, corporations or through structured
products maystill qualify fora AAA rating if their credit health supports it. They willnot be
cappedatthe AA+sovereignrating the U.S. holds.

In 2011, when S&P Global Ratings downgraded the U.S. there was some volatility in Treasuries
butno significant cutbackin holdings or appetite, and we expect this time to be no different.
Riskmarkets slumped fora period followingthe 2011 downgrade, with the S&P 500 seeing a
peak-to-trough dedine of over 10%. Markets were much more mutedintheir response to the
Fitch downgrade

For plans holdingsignificant allocations to Treasuriesin their liability-driven investment
portfolios, the only material concerns may be logistical. Plan sponsors with significant
allocations to government bonds may wantto check their investment management agreements
to ensure that minimum ratings thresholds willlikelynot be breached due to the downgrade.
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Milliman Pension Funding Index (July 2023)
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Credit rating breakout of bondindices pre-and post-downgrade
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Based on monthly performance of the S&P 500 Index. Data from Bloomberg.

Data from reference Bloomberg Indices. Funded status is in reference to Pension Funding Index of the top 100 US corporate pension plans sourced from Milliman.
Funded Status source: Milliman. FTSE Discount Rate source: FTSE. Long Credit Yield source: Bloomberg. US 30Y TSY Yield source: Bloomberg. AAANeDAgessy1@VIBSsanslsA 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.

SLC-20230810-3055067
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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. ST1.C=20230810-3055067
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