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Three Types of Cash Equivalent Options

Stable Value

e Short-term bond
portfolios

Money Market

» Ultra short duration
securities

 High credit quality * Wrap contracts

* Liquidity
considerations

* Most liquid, limited
restrictions




Money Market and Guaranteed Insurance Contracts (GICs) Basics

Money Market:
 Most often comes in a mutual fund vehicle

» Purchases very high-quality debt securities
with a very short duration

« Can only buy securities that mature in
397 days or less, and weighted average
maturity cannot exceed 60 days

 More sensitive to short term rates

GICs:
» Gives guaranteed rate of return

* Insurance provider is the guarantor, backing
the GIC through their general account.

« Can have complex and restrictive contract
provisions

« Little to no fee transparency

* Insurance companies profit from the spread
between the crediting rate and asset returns
of their general account.

« Because of this profitability, they often offer a
discount for recordkeeping services.
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Stable Value Fund Basics

» High-quality, short-duration bond portfolio

» Book value protected by wrap contracts from banks and/or insurance companies
« Often portable from one recordkeeper to the next

« Explicit and clear fees

« Can have plan level liquidity restrictions
(12-month put is common)

» Total stable value AUM stood at
$888 billion as of September 2020 Traditional GICs

or Maturing

« Accounts for approximately 10% Bonds
of all assets in defined contribution plans?

Liquidity Buffer

Constant Duration
Bonds

Stable Value Contracts



Cash Equivalent Fund Terminology

Crediting rate
« Guaranteed rate paid to participants
Rate period
« Time period that the current crediting rate will be applied for

» Lowest rate that the crediting rate can be set at
* May be amended
Market value adjustment

» Generally triggered by a plan sponsor action and is the calculated difference
between a market and book value

Competing funds

* GICs can have restrictions in regard to another cash equivalent option
available within the plan line up



Selection Criteria

Decision Points:

i

Recordkeeper
availability

Return

Risk

Portability

Liquidity (participant)

Liquidity (plan sponsor)

Expenses

o

Portability
considerations

Money Market

Driven by short term rates. Very low
duration (<90 days)

Very low risk (most have approximately
95% government exposure for stable
NAV products)

Excellent: primarily mutual funds which
are available on most open architecture
platforms

Benefit responsive

Restrictions are rare; highly liquid at
plan sponsor level

Defined Investment Expense

Liquidity at the plan level
and the participant level

GIC

Guaranteed rate set in advance.
Typically a minimum rate/ floor so rate
can’t go below a certain percentage.

General account assets. Not as
transparent. Issuers credit strength is a
function of the general account’s health
and ability to pay.

Poor: typically only available on the
proprietary recordkeeping platform

Benefit responsive

Some restrictions; potential market-
value adjustment, deliberate payout
schedules

Often shown as 0, with provider
keeping the spread between returns
and crediting rate. Often comes with a
recordkeeping discount.

Expense Implications
(Fund and Plan level)

Stable Value

Crediting rate. Driven by underlying
bond portfolio which tends to be short
term in nature.

Underlying portfolio is wrapped with
insurance contracts to ensure book
value with goal to achieve returns
similar to that of a short-term bond
portfolio.

Good: funds can be traded on most
open architecture platforms

Benefit responsive

Some restrictions; potential put option
for pooled vehicles, generally none for
separate accounts at market value

Portfolio investment expense as well as
wrap fees. May or may not include a
recordkeeping discount.



Confidential

Cash Equivalent Funds in Different
Rate Environments
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Rising Rate Environments

« Typically provide opportunities for money market funds to outperform stable value funds

» However, these are usually short-term results and are not sustainable over longer
time periods

« Stable value funds follow rate increases, but with a lag, by reinvesting cash flows into
higher yields

» The value of traditional GICs do not fluctuate with interest-rate changes, as they are
held at book value (100%) throughout the life of the contract?!

Outperformance of Stable Value vs Money Market
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Falling Rate Environments

« Crediting rates for stable value funds fall less than interest rates

» The formula for crediting rates allow stable value funds to amortize prior market-value
gains providing a good buffer against a falling rate environment!

« Stable value funds can be an attractive alternative to money markets

« Stable value funds can invest in longer maturity and investment grade corporate
assets providing a more resilient, diversified yield than that of a money market fund?

TREASURY & CORPORATE YIELD CURVES
AS OF DECEMBER 31, 2021
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Stable Value vs. Money Market

Over the past 30+ years, Stable Value has consistently outperformed
cash markets

* Average annual return premium over the past 30+ years of approximately 175 basis points
* Low correlation with bonds and equities

Rolling 5-year annualized returns
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ICE BofA Bloomberg

Correlation (5-year) 3-Month U.S. T-Bill U.S. Aggregate S&P 500

Morningstar US CIT Stable Value Index 0.78 0.51 0.03

All data asof 9/30/22, most recent available.

Source: Momingstar US CIT StableValue Index. Allperformance numbersare gross of stahble value management and distribution feesand net of confract fees The monthly
Momingstar Index retums are calculated by taking a graight average of the monthly retumsof all fundsin the Momingstar US CIT Stable Value Universe and then monthly index
retums linked to derive the Momingstar Index forall othertime perods. Momingstar data iscopyrght and not for reproduction or redigribution. ICE BofA 3-month U.S. Treasury Bill
Indexisused as a proxy for cash. Past performance isnot a guarantes of future reaults. Indexesare unmanaged and do not in curexpensas. You cannotinvest directly inan index.
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Opportunities in Stable Value

Exclusive RPAG CIT
Putnam Stable Value as the sub-advisor

* Incepted in 1991

» Lead PM has been on strategy since 2002
Exclusive RPAG pricing for plans of all sizes = 0.31%
Generous liquidity provisions

Annualized performance (net of fees) as of September 30, 2022

Portfolio: Stable Value Fund (@ 20 bps)
Benchmark: ICE BofA U.S. 3-Month Treasury Bill Index

mPortfolio ®Benchmark

1.7

Return (%)

Q3 YTD 1year J years 5years 10 years
Relative performance (%]): Portfolio versus benchmark
0.20 1.10 1.66 1.77 1.21 1.40
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Putham Stable Value Team

Putnam Fixed Income team

Michael V. Salm

Chief Investment Officer, Fixed Income

Industry since 1989

Portfolio Construction
Albert Chan, CFA
Head of Portfolio Construction
Robert Davis, CFA, Portiolio Manager
Ancrew Bryant, CFA, Analyst
‘Yan Deng, Fh.D.. Guanfitafive Analyst
Jesse Hurwitz, CRA, Analysf
Nathan Li, Quanfiafive Analy=t
Mestor Chachamis, Guant. 14
Siddharth Kantamneni, Cuars: 1A
Allen Zhou, Guart. 14
Partfolio Implementation
Paul Brittman, Anafyst
Stephen J. King, Amalysf
Kathryn Manacsh, Tradsr
Seth Tweeddale, Trader

Average 12 years of experience

Volatility Analysis
Matthew Walkup, Porfiolio Manager
Apure Maheshwari, Anafyst

8
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Brett Kozlowski, CFA 2 Jatin Misra, Ph.D., CFA 18
Co-Head of Stuctured Credit Ha &“ﬁfwmm "
Charles Ouellet. CFA. Forffalio Manager 1€ Mon-agency RMB.':—.‘..E 2BS
CMBS, Sructured Finance Raman Guglani, Forffolio Manager 14
Michael Wands, CFA, Portfolio Manager 36 Nor-agency RMBS
e — Sriketan mwﬁmﬂwo Mansger 22
Sagk Choudhury, FRM®, Aralyst 10 |, H:":;‘“M ®
Collateralized Loan Obligations AES
Aaron Fox, Anslyst 7 Muktesh Waghmars, Ansiyst 8
CMBS, Structured Finance SrEELEs
Danid Zhao, Portflio Specidlist 1 A“’::;‘:;V:"TBS"‘“" = =
CMBS
James Nadesu Forffolio Associate 17

CMBS, Structured Finance

Ay

Scott M. D'Orsi, CFA
Portfolio Manager
Stephen L Mewton, CFA, Amalyst

Eric C. Vander Mel, Analyat

2

Corporate & Tax-Exempt Credit
Corporate

Robert Salvin
Head of Corporam & Tax-Exempr Credr
‘fannick Aron, Portfolio Mansger
European High Yield
Andrew Benson, Porffodio Mansger
Imvestment Grade, ESG
Morman Boucher, Paorffoiio Manager
High yieid, leveraged loans
Jo Anne Ferulo, CFA, Porffolio Manager, Director
of Sustainatie investing
ESG, Stable Value
Steven Hormer, CRA, Porffalio Manager
Stable Value
Justin Schneider, Trader
Kevin Barry, Trader
Steven laniosca, Trader
Geoffrey Trawick, Trader

Tax-Exempt
Paul Drury, CFA, Porffolio Manager
Garrett Hamilion, CFA, Forffalio Manager
April Goodman, Trader
Danied Riordan, Tradsr

17
15

Short Term Liquid Markets
Joanne Driscoll, CFA

Head of Short Term Liquid Markets
Cyrus Dilmaghani, CFA, Trader
Timaothy Lyons, Trader
Jonathan Topper, Trader

Average 29 years of experience

HEE B

Global Sovereign Credit
Michael Agkin k"1

Head of Global Sovereign Credit

Samantha Higgins, Analysf 12
Giobal Rates

Sterling Home, Ph.D.. Aralysf T
Macroeconomics

Izzet Yildz, PhD., Amalyst 13

Macroeconomics
Average 18 years of experiernce

Global Macro Strategy

Onsel Gulbiten, Ph.D., CFA, 15
Director, Global Macro Strategy
incant Y a

Aw erage 12 years of experience

Average B y ears of expenence Average 29 y ears of expenience Average 23 y ears of experience Av erage 8 y ears of experience

Credit Research

Navin Belani, Hesd of Credit Research 22 Thomas Hanrahan, CFA, Analyst T Caifin A Schlesinger, CFA, Analy=t o Isabelle Sapounizis, Investent Associste 0 Ross Milne, CFA, Analyst 10
COT_IJOTB!.B Research Lawrence Lawier, CFA, CALA, Analyaf 17 Oliver Szczurowski, Analya™ T Cardl Wy, Imvesiment Associaie 5 Michasl [ Agosting, imvesfment Associgle 3
Me.rn:iﬂ'lA.I.ln.AraI}af 18 Michasl Lima, CFA, PM, Analyst 25 David Thomlinson, Analy=f 23 Tax-Exempt Research Micholas Lombard, Imvestvent Associsfe 1
Guinn Callins. Arelyst 9 Tammy Uoyd, Amalyst 17 TL Tsang CFA Amalyst 27 James DiPetrillo, CFA, Analyst 17

Joseph Cushing. CFA, Analyst 31 ot Mitchell, Analyst 15 Elena Chaves, investment Associste 1 Harcld Burger, CFA, Analysf 12

Sydney Cushing, Amalyst 8  Craig Oliver, CFA, Analysf 20 EvanClarke. lvesiment Associafe 0  Rafael Cabrd, Analyst g

Nicholas T. Gower, CFA, Analyst 10 Joseph Russo, Analyst 8  Justin Hor, imvectment Azsociate 2 VaenieFeren Analyst 3

Global Investment Strategies
Seamus Young, CFA, 5r. Investment Directar
Kewin Calabro, Sr. Investrrent Direcior
Richard C. Bilrle, imvestment Direcior
Alexandra Hodge, investment Director

Abigail Mitchell, CFA, imvestment Direcfor

Ay era:ie B ;eas of eﬁﬁenw

14  Matthew Colombo, Imvesiment Product Analyst
11 Christopher Hughes, imvesiment Proobct Analyst
14  HKdly Loughran, CFA, investment Proobcf Analyst
11 Lawren Moran, imvestment Product Azsociale

T
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Risk Management

Martin Lemaire, CFA, RishkManager
Wyman Chan, Rizk Analy=f

Wenjie Hu, Risk Analyst

Daniel Japson, Risk Analyst

A\.'era:ie 16 ieurs o experience

Tradil;g Operations
Ryan Cottreau, Manager, Trading Operations
Micdas Hatzis, Trading Assigant
Hatie Heinichen, Trading Assizfarf
Cardine Leary, Trading Assistant
Thomas Rankin, Trading Aszisfant
Justin Torname, Trading Assizfant
Av erage 12 years of expenence

BEeoob

As of 9730722 Numbersreflect yearsof indusiry experience, unlessotherwise noted.*Located inLondon.
Forinvesment professional use only. Not for public distnbution .

AD 2522451 10/22
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Putnam Stable Value Portfolio Structure

Withdrawal hierarchy protects portfolio structure

by lowering liquidity risk

Least rate
sensitive
Traditional GICs
Structured cash
flow synthetic
strategy
Actively managed
M ost_r?te synthetic
sensitive

strategy

For illustrative purposesonly.

Cash and net cash flow

* Minimum cash required of 5%

* Periodically, up to 20% in floating rate GICs may be employed as
an additional liquidity layer between cash and traditional GICs

Traditional GICs
= “Lastin, first out” liquidity structure
* Issuer maximum of 15%; typical exposure no more than 10%

+ Three tiers of approved issuers, exposure dependent on size,
credit quality, and business diversification of issuer
« Final maturity no longer than 7 years; typically no longerthan 5 years

Synthetic: Structured cash flow

* Wrap providers: American General, MassMutual, New York Life,
and Transamerica

* Managed to Bloomberg 1-5 Year Government/Credit Index

* Custom guidelines designed to generate 5% of the
contract in cash flow per quarter

Synthetic: Actively managed portfolio

= Wrap providers: American United Life, MetLife, Pacific Life, and
Prudential PLC

= Managed to Bloomberg Intermediate U.S. Aggregate Index

13



Side-by-Side Analysis:
Decision Points:

o

Portability
considerations

Liquidity at the plan level Expense Implications
(Fund and Plan level)

Current Fund: Option 1: Putnam Stable Value

Return Current crediting rate: Current crediting rate: Current crediting rate (net): 2.69%
Duration: Duration: Effective duration (years): 3.07

Risk
Credit quality: Credit quality: Credit quality: AA-

- 1iE Good: can be ported to other record-
Portability e
Liquidity (participant) Benefit responsive Benefit responsive Benefit responsive
e 3 qe : ; Many events not subject to the 12-
Liquidity (plan sponsor)  Putlength: Put length: monih,
Expen Ses Investment expense: Investment expense: Investment expense: 0.31%.
=[]
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Stable Value Analyzer

Stable Value Analyzer

Stable Value Matrix

Putnam Stable Stable Value R2

(Putnam Stable

Value Fund Value)
Type Stable Value Stable Value Stable Value
Total AUM ($mm}) $16,273 516,273 $16,273
Crediting Rate 2.64% 2.69% 2.69%
Credit Quality AA- AA- Ah-
Wrap Providers a8 8 a8
Duration (yr) 3 3 3
Total Expense 0.36% 0.31% 0.56%
Returns 1yr 2.23% 2.28% 2.28%
Returns Syr 2.30% 2.36% 2.36%
Market-to-Book 93.02% 93.02% 93.02%
Manager Tenure (yr) 25 25 25

15



Disclosures

This material is intended to provide general information only and nothing in it should be acted upon without consultation with qualified
professional advisors. Receipt of this material does not create a client relationship between the recipient and [FIRM].

The information contained herein has been prepared solely for informational purposes and is not an offer to buy or sell or a solicitation of an offer
to buy or sell any security or to participate in any trading strategy. Any decision to invest according to investment advice provided by [FIRM]
should be made after conducting such investigations as the investor deems necessary and consulting the investor’s own investment, legal,
accounting and tax advisors in order to make an independent determination of the suitability and consequences of an investment.

[FIRM] and its affiliates do not provide tax advice. Accordingly, any discussion of U.S. tax matters contained herein (including any attachments) is
not intended or written to be used, and cannot be used, in connection with the promotion, marketing or recommendation by anyone unaffiliated
with [FIRM] of any of the matters addressed herein or for the purpose of avoiding U.S. tax-related penalties.

This document was produced by and the opinions expressed are those of [FIRM] as of the date of writing and are subject to change. There is no
assurance that such results, events or targets will be achieved, and may be significantly different than that shown here. This research is based on
[FIRM] proprietary research and analysis of global markets and investing. The information and/or analysis contained in this material have been
compiled or arrived at from sources believed to be reliable, however [FIRM] does not make any representation as their accuracy or completeness
and does not accept liability for any loss arising from the use hereof. Some internally generated information may be considered theoretical in
nature and is subject to inherent limitations associated therein. Any sectors or allocations referenced may or may not be represented in portfolios
of clients of [FIRM]. The reader should not assume that any investments in sectors and markets identified or described were or will be profitable.
The use of tools cannot guarantee performance. Past performance is no guarantee of future results.

Alternative investments, including hedge funds, real estate, and managed futures, involve a high degree of risk, often engage in leveraging and
other speculative investment practices that may increase the risk of investment loss, can be highly illiquid, are not required to provide periodic
pricing or valuation information to investors, may involve complex tax structures and delays in distributing important tax information, are not
subject to the same regulatory requirements as mutual funds, often charge high fees which may offset any trading profits, and in many cases the
underlying investments are not transparent and are known only to the investment manager. The performance of alternative investments,
including hedge funds and managed futures, can be volatile. An investor could lose all or a substantial amount of his or her investment. These
types of investments may not be suitable for all investors. Please consult with a financial or legal professional before investing in alternative
investments.

Mutual funds are sold only by prospectus. Please consider the charges, risks, expenses, and investment objectives carefully before
investing. A prospectus containing this and other information about the investment company can be obtained from your financial
professional. Read it carefully before you invest or send money.

Using diversification as part of your investment strategy neither assures nor guarantees better performance and cannot protect against loss of
principal due to changing market conditions.

[Securities Disclosure] ACR# 5362279 12/22
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