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rate risk represents
uncompensated risk.”
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Source: Bloomberg as of Seplember 30, 2012
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“‘When a sponsor adopts an
LDI framework, he typically
establishes a balanced
allocation of return-seeking
assets and fixed-income
hedging assets.”
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Exhibit 2: Bond Index Yields & Spreads

5 m US Investment Grade Credit m US Treasury

Yield, %
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“In our view, active
fundamental research is
critical in assessing a long
duration bond that could
lose some of its value if
downgraded below
investment grade.”
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Exhibit 3: Barclays Benchmark Characteristics

Long Long Custom
Gov/Credit Corporate Benchmark'

Duration 14.79 years 13.90 years 14.64 years
AAA % 42.9% 1.1% 30.6%
AA % 1.4% 7.0% 5.1%
A% 23.8% 46.1% 32.3%
BBB % 26.0% 45.8% 32.1%
Avg Quality A+ BBB+ A+
Yield to Maturity 3.64% 4.44% 3.87%
Correlation to Liabilities* 0.93 0.91 0.95
Liability Tracking Error 4.63% 4.88% 4.10%

*Based on typical pension plan. 170% Long Corporate / 30% Long Government
Source: Barclays as of September 30, 2012. Liability correlation data as of December 31, 2011.
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“Our implementation strives
to have less concentration
of names in the portfolio
relative to the AA bench-
mark, since we utilize the
entire investment grade
credit spectrum.”
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“The asymmetric risk/return
profile of corporate bonds
worsens as investors move
up the credit quality
spectrum. An AAA-rated
bond has only one direction
to move.”
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“Our Monte Carlo
simulation model forecasts
possible ranges of relevant
pension measures such as
funded status, cash
contribution requirements,
pension expense, and
termination surplus/defic
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‘Even if a fully funded plan
were to fully immunize its
liabilities with a 100%
allocation to fixed income,
the minimum possible
tracking error would still
likely be approximately 4%
annually.”
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This information is not provided as a sales or advertising communication. It does not constitute investment advice. It is not
an offer to sell or a solicitation of an offer to buy any security. Past performance is not an indication of future performance.
This information is not intended to provide specific advice, recommendations or projected returns of any particular Standish
product. Some information contained herein has been obtained from third party sources and has not been verified by Standish
Mellon Asset Management Company LLC. Standish makes no representations as to the accuracy or the completeness of
any of the information herein. Views expressed are subject to change rapidly as market and economic conditions dictate.
Portfolio composition is also subject to change.

Hypothetical performance reflects performance an investor would have obtained had it invested in the manner shown and
does not represent returns that any investor actually attained. The information presented is based upon the described
hypothetical assumptions. Certain of the assumptions have been made for modeling purposes and are unlikely to be
realized. No representation or warranty is made as to the reasonableness of the assumptions made or that all assumptions
used in achieving the returns have been stated or fully considered. Changes in the assumptions may have a material impact
on the hypothetical returns presented.

Standish uses the various models presented as tools in implementing the LDI framework, but the management of a particular
plan may be different than the models used to present the hypothetical backtested performance. These differences include
the current status of the plan with respect to assets and liabilities, the particular plan structure, and other factors. Standish
cannot assure that the hypothetical backtested performance results would be similar to what Standish’s experience would
have been had it actually been managing accounts in this manner for the period presented. Standish believes that the
backtested performance shown is reasonably representative of its implementation of the LDI framework and is sufficiently
relevant for consideration by potential Fund investors.

Hypothetical backtested returns have many inherent limitations. Unlike actual performance, it does not represent actual
trading. Since trades have not actually been executed, results may have under- or over-compensated for the impact, if any,
of certain market factors, such as lack of liquidity, and may not reflect the impact that certain economic or market factors
may have had on the decision-making process. Hypothetical backtested performance also is developed with the benefit of
hindsight. Other periods selected may have different results, including losses. There can be no assurance that the Adviser
will achieve profits or avoid incurring substantial losses.

Similarly, projected and forecast returns and data are hypothetical in nature and are shown for illustrative, informational
purposes only. This data is not intended to forecast or predict future events, but rather to demonstrate Standish’s investment
process.

The BNY Mellon Pension Liability Indexes are calculated using the present values of hypothetical Retired, Mature, Typical,
and Young benefit liability cash flow schedules, as calculated by BNY Mellon research. These cash flows are discounted
according to a proprietary term structure model applied to every forward payment date. Pricing for the term structure model
is developed from BNY Mellon internal research. Returns for each of the BNY Mellon Pension Liability Indexes are calculated
from monthly changes in the present values of each index.

Index valuations and return calculations are performed using two sets of data. The Reporting Basis discounting uses high-
grade corporate bond yields to fit a proprietary BNY Mellon term structure model. This method is intended to provide a
reasonable approximation of the methodologies generally used for accounting and funding purposes. The Market Value
Basis discounting uses US Treasury bond yields to fit a proprietary BNY Mellon term structure model. This method is
intended to provide a reasonable approximation of the cost to purchase annuities for the liabilities.

Returns for each of the hypothetical portfolios described in the text are calculated as the unmanaged weighted average of
the applicable indexes, with monthly reset to the target asset mix.

Barclays US Long Corporate Index, which is a subset of the broader Barclays US Long Credit Index, is representative of
publicly issued, investment-grade, fixed rate, dollar-denominated, non-convertible, US corporate debt securities that have
at least $250 million par amount outstanding and an average maturity greater than 10 years. To qualify, bonds must be
registered with the U.S. Securities and Exchange Commission (SEC).

The Barclays US Corporate AA Index, which is a subset of the broader Barclays US Corporate Index, is representative of
publicly issued, AA rated by two of the three agencies (Moody's: Aa3/Aa2/Aa1, S&P/Fitch: AA-/AA/AA+) , fixed rate, dollar-
denominated, non-convertible, US corporate debt securities that have at least $250 million par amount outstanding and have
at least one year to final maturity. To qualify, bonds must be registered with the U.S. Securities and Exchange Commission
(SEC)..

The Barclays Long Government/Credit Index is comprised of dollar denominated, investment grade rated corporate and
government bonds with at least $250 million par amount outstanding, a maturity of ten years or more and at least one year
to final maturity.

Fitch is an international credit rating agency based out of New York City and London. The company’s ratings are used as a
guide to investors as to which investments are most likely going to yield a return. It is based on factors such as how small
an economic shift would be necessary to affect the standing of the bond, and how much, and what kind of debt is held by
the company.

Moody'’s is an independent, unaffiliated research company that rates fixed income securities. Moody's assigns ratings on
the basis of risk and the borrower’s ability to make interest payments. Moody’s backs its ratings with exhaustive financial
research and unbiased commentary and analysis.

S&P is the world’s leading index provider and the foremost source of independent credit ratings. Standard & Poor’s has been
providing financial market intelligence to decision-makers for more than 150 years. S&P®”, is a trademark of McGraw-Hill,
Inc., and has been licensed for use by BNY Mellon (together with its affiliates and subsidiaries). The Products mentioned
are not sponsored, endorsed, sold, or promoted by Standard & Poor’s, and Standard & Poor's makes no representation
regarding the advisability of investing in the Products.

The strategy may use alternative investment techniques (such as derivatives) which carry additional risks. The low initial
margin deposits normally required to establish a position in such instruments may permit a high degree of leverage. As
a result, a relatively small movement in the price of a contract may result in a profit or loss that is high in proportion to the
amount of funds actually placed as initial margin and may result in a disproportionate loss exceeding any margin deposited.
Transactions in over-the-counter derivatives may involve additional risk as there is no exchange on which to close out a
position, only the original counterparty. Such transactions may therefore be difficult to liquidate, to value, or to assess the
exposure. The strategy may at times use certain types of investment derivatives, such as options, futures, forwards and
swaps. These instruments involve risks different from, and in certain cases, greater than, the risks presented by more
traditional investments.
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