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10-Year Annual Inflation Expectations
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Projected Nominal Short-Term Interest Rates by 2018

We believe short-term interest 0% 1% 2% 3% 4% 5% 6%
rates will reach normalized
levels by 2018.
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U.S. Treasury Yield Curve
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In the developed world
outside of the US, we expect
government bond yields to be
slightly lower than the US due
to subdued inflation and lower
growth expectations.

Developed Ex-U.S. and Emerging Market Spot Curves
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10-Year Fixed Income Expected Returns (in USD)

U.S. Aggregate 2.7%
U.S. Treasury 2.1%
U.S. Treasury Bills 21%
U.S. Investment Grade Credit 3.6%
U.sS. TIPS 2.3%
U.S. Intermediate Municipal 3.1%
U.S. High Yield 4.8%
U.S. Bank Loans 5.6%
Global Aggregate Ex-US 2.2%
Global Treasury Ex-US 1.9%
Global Corporate Ex-US 3.1%
Emerging Markets Sovereign USD 4.9%
Emerging Markets Corporate USD 5.6%

Emerging Markets Sovereign Local Currency 6.0%

Source: BNY Mellon ISSG
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Global Equity Markets - Historical and Expected Dividend Yields (%)
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Equity Market Expected Returns (in USD)
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We believe emerging markets Valuation and Currency Appreciation
equity will lead the way with ®Dividend Yield

stronger growth in corporate
earnings, strengthening

currencies, and higher mInflation
multiples going forward.

" Real Earnings Growth
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10-Year Equity Market Expected Returns (in USD)

U.S. Equity 7.3%
U.S. Large Cap Equity T.2%
U.S. Mid Cap Equity 8.0%
U.S. Small Cap Equity 8.4%
International Developed Equity T.0%
International Small Cap Equity T.5%
Emerging Equity 9 8%

Source: BNY Mellon IS5G
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10-Year Alternative Market Expected Returns (in USD)

Hedge Funds 4 9%
Commodities 2.3%
Global Natural Resources Equity 7.3%
U.S. Core Real Estate 5.6%
U.S. Opportunistic Real Estate 6.6%
U.S. REIT 8.0%
Global REIT 7.7%
U.S. Private Equity 10.7%

Source: BNY Mellon ISSG
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10-Year Return Standard Deviations and Correlations (in USD)

STANDARD CORRELATION
DEVIATON| (1) @ @) @ 6 ® O @& @ (0 (1) (12 (13
(1) U.5. Equity 183% [1.00
(2) International Dev eloped Equity 209% 088 1.00
(3) Emerging Equity 281% |0.80 087 1.00
(4) U.5. Aggregate 38% (004 011 012 1.00
(5) U.5. intermediate Municipal 43% |0.03 005 0.07 064 1.00
(6) U.S. High Yield 121% |070 0.71 0.73 022 0.28 1.00
(7) Global Aggregate Ex-US 91% |034 054 044 054 030 034 1.00
(8) Emerging Markets Sovereign USD| 12.0% |0.56 0.62 0.70 053 0.38 0.69 047 100
(9) Hedge Funds 72% 083 085 088 0.03 0.07 072 035 060 1.00
{10) Commodities 18.1% 053 060 0.62 0.06 -0.05 0.47 044 041 066 1.00
{11) U.S. Core Real Estae 92% |0.55 045 040 0.03 0.08 061 0.12 034 053 052 1.00
(12) U.S.RET 26% (074 069 061 020 017 071 038 05 058 039 053 1.00
{13) U.S. Private Equity 21% |09 090 085 003 0.01 0.71 032 062 0685 053 056 074 100

Source: BNY Mellon (556G
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Institutional Investor Allocations

Asset Class

U.S. Equity 28 0% 26.0% 23.0%
Intemational Developed Equity 12.0% 14.0% 6.5%
Emerging Equity 4.0% 5.0% 25%
U.S. Aggregate 6.5% 15.0% 6.5%
Global Aggregate Ex-US 6.5% 15.0% 6.5%
1.5, Long Treasury 9.0% 0.0% 0.0%
U.S. Long Investment Grade Credit 17.0% 0.0% 0.0%
U.S. Private Equity 5.0% 10.0% 15.0%
Global REIT 3.0% 5.0% 8.0%
Corporate defined benefit Hedge Funds 7.0% 7.0% 22.0%
plans receive the greatest _
boost in expected return due Commodities 20% 0% 1o
in large part to the increased Source: ISSG, BNY Melion Institutional Scorecard, BN'Y Melion Master Trust Universe
expected return of long
duration fixed income from Portfolio Expected Return and Standard Deviation
2013 to 2014.
Metric Corporate Defined Public Defined Endowment and
- Benefit Benefit Foundation
'imm:nmﬂi;“ 59% 6.0% 6.3%
assUmptions) +1.0°%) (+0.5%) (+0.3%)
%Wmﬁﬂﬂm 12.0% 13.7% 14.2%
“ﬂ“'ﬂe " {-0.2%) (-0.4%) -1.1%)
Source: IS5G
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ASSFT CLASS EXPECTED RETURNS
AND STANDARD DEVIATIONS

= cted | Standard
Asset Class Representative Index EIF:-El'um Deviation

U.5. Equity Russel 3000 T.3% 102% |
5. Large Cap Equity Raussel 1000 T2% 18.0%
LS. Mid Cap Eguity Raussel Md Cap 0% 21.3%
= U5 Small Cap Bquiy Farssell 2000 4% 238%
3 U5, Miero Cap Equity Dowi Jones Wilshire LS. Micro-Cap 45% 256%
& Global Equity MSCEACHY T4% 183%
nternational Developed Equity MSCIBARE T7.0% 20.9%
international Small Cap Equity MSCI BAFE Small Cap T5% 239%
Equity M5 2.8% 28.1%
U5 Aggregate Barclays U.S. Aggregate 27% 3.8%
LS. Treasury Barclays LS. Treasuny 21% 4 8%
U5 Treasury Bils Barclays ULS. Treasury Bils 3-8 Month 21% 0.5%
U5 ntermedate Treasury Barclays ULS. intermediate Treaswry 20% 3.3%
L5 Long Treasury Barclays LS. Long Treasury 2.8% 126%
LS. westment Grade Credit Barclays U.S. Credi 3.8% B.1%
LS. Intermedate hvestment Grade Credi Barclays U.S. imtermediate Credit 1% 48%
5. Long westment Grade Credi Barelays US. Long Credit 4.8% 11:1%
o~ U5 TS Barclays LS. Inflation Linked Bonds 2.3% T0%
E 5. Agencies Barclays LS. Agencies 25% 33%
£ |U5. MBS Barclays U5, NBS 2.1% 28%
= JUS. Iwestment Grade CMBS Barclays hvestment Grade CMBS 2.3% 120%
g LS. Intermediate Municipal S&P Municipal Bond Intermediate 2.1% 4%
U5, Short Municipal S&P Municipal Bond Short 22% 13%
LS. High Yield Barclays UL5. Corporate High Yield 4.8% 12.1%
L5, Bank Loans C5FB Lewerapged Loan 5.8% B.1%
Global Aggregate B-LS Barclays Global Aggregate Ex-USD 2.2% B1%
Global Treasury Ec-US Barclays Global Treasury Ex-USD 1.8% B.&%
Global Corporate Ex-US Barclays Global Corporate Ex-USD 3.1% 11.4%
Emergng Markets Soversign USD Barclays BM USD Sovereign 4.8% 12.0%
Emerging Markets Corporate USD Barclays BM USD Corporate 5.8% 15.0%
Eme Marksts Sovereign Local Currency  Barclays BM Local Currency Government 0.0% 165.0%
Absolute Return ' HFRX Global Hedge Fund 47% 4%
Hedge Funds"* HFRI Fund Weighted Composie 4.8% 72%
Hedge Funds - Equity Hedge" HFRI Equity Hedge S9% 8%
Hedge Funds - Event Driven”™ HFRI Bvent Driven 51% y iy 2
Hedge Funds - Macro™ HFRI Macro 4.3% 5.8%
Hedge Funds - Relative Value™ HFRI Relative Value 42% 53%
Hedge Funds - Managed Futures'~ Mew edge CTA Index 45% 8.0%
£ Commodities Dow Jones UBS Commodities 2.3% 18.1%
2 |Global Matural Resources Equity SEP Global Matural Resources index T.3% 24 2%
B Jus. Core Real Estate? MNCREF Tow nsend Core Index 5.8% B2%
g U.S. Value Added Real Estate® MNCREF Tow nsend Value Added index 58% 12.5%
LS. Opportunistic Real Estate® NCREF Tow nsend Opportunistic ihdex G.8% 15.8%
Timberiand* NCREF Total Return Timberiand 4.8% 5.2%
Farmiand® MNCREF Total Retwrn Farmiand 50% T.7%
U5 RET FTSE NARET Eguity 5.0% 208%
Global RET FTSE BPRA/MNARET Developed ndex Fi 252%
LS. Private Equity '~ Cambridge Assocates LLC ULS. Private Equity 10.7% 21%
LS. Venture l[“.-ew.:ial"1 Cambridge Assocates LLE ULS. Venture Capital 11.0% 202%
Infrastruciure Alkeran MLP nfrastructure T7.3% 20.1%

1. Consistent with the Representatve index, returns are net of management fees. Other indices are gross of fees.

2. The Representatwe Index = not investable. Retumns are based on manager averages. Aciual results may vary significanthy.




ASSET CLASS CORRELATIONS
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