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Role of the ALM
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The ALM process

Long-term risk and

return assumptions

» Key driver of
portfolio outcomes

Investment
Committee long-term

portfolio risk tolerance

* Tradeoffs of risk
and return for the
funding plan

Adoption of

investment return

» Key input for
actuarial
assumptions



Historical investment return assumption
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2027 ALM timeline

January /
February
February March May September November 2028
o o @ @ o o
Expected returns Opportunities for Strategic Strategic Strategic Experience study
and market enhancing portfolio portfolio options  portfolio options results and
assumptions  strategic portfolio  diversification and and adoption of
Long-term resiliency and the role of recommendation recommendation actuarial
portfolio risk and leverage continued assumptions
(Board)

the funding plan (if needed)
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Global challenges and opportunities

e s . e ) Inflation,
Artificial Fixed-asset Transition to a Sovereign deflation
intelligence boom mulrldpolar dﬁ!:: regime dispersion and

wor shl volatility
Opportunity and Infrastructure, Growth, capital Higher and more Opportunity and
uncertainty energy, investment, volatile rates, uncertainty
industrial fiscal competition for
capacity, intervention, capital, higher
defense geopolitical risk equity correlation

Wider range of outcomes
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The one fund approach

One fund approach




One fund approach: Enhancing resiliency

Strategic asset One fund Benefit of one
allocation approach fund approach

Approach to Traditional asset Not bound solely by -
: P Greater resiliency
diversification classes asset classes
Static every four years : Greater focus on risk /
: Dynamic to :
Asset allocation and and bound by ooportunities and reward and alignment
portfolio construction  traditional asset rizlss with total fund
classes outcomes
METEEIER (B More adaptable and
Investment :
: Anchored to SAA and : : responsive to
Risk management Committee risk : :
benchmarks emerging, evolving &

tolerance and across

.. non-traditional risks
divisions



Constructing a resilient portfolio

Common sources of risk

Economic growth
Capex boom vs. fragmentation

Modern mercantilism
Reshoring vs. lost efficiency

Al buildout and disruption
Productivity vs. disruption

Inflation
Fiscal deficits vs. Al deflation

Interest rates
Capital demand vs. slowdown

[Tamical crnss—asset][ Buyout ” Yenture capital J

[ Completion/ ][ Global equity J[InfrastructureVAJ’J

rebalancing opp.
[ FX hedging ][ Alpha strategies ][ Growth equity J[ Dp{%‘:gi‘m% J

Opportunities ][ : . ][ Real estate value- '
[ (diversifying) Tail hedging add/ opp. J| Corereal estate |

Systematicrisk . .
E’ [ premia ] | Core/ core+infra || Commodiies | t" Real
E‘ [ Reinsurance &ILS ] Portfolio | Gold | 1 assets
- i, — * I
‘» - strategies Opportunities I
e [ Multi-strat ] g | {realfinflation) | I
g [ Cash ] [ DM sovereign ex- ][ US government I
E s bonds
rend following ighyie gency
Trend followi Emerging Markets | us/om highyield A MBS Rates

[ Global macro ][Diﬁ"ess:i?;“’“m'][ Direct lending J[ TIPS ]
Opportunities ][ . ][ USIDM 1G ]
[ (credit) Infrastructure credit corporate
[ Capital solutions ][ Real estate credit ][ CLOs

Financial asset-
backed
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Credit
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One fund approach goals

Improving portfolio
diversification and resiliency

Canitalizing on seale Enhanced risk
apitalizing on sc management and

to add alpha One fund governance
approach

p
: L Enabling dynamic

0 Enhancing liquidity allocation across the

management :

portfolio

\. J \. J
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What needs to evolve for the one fund approach?

Governance, delegation and policy: Enhancing accountability and
oversight

Benchmarks: Increased total fund alignment

Asset allocation strategy: Enhancing diversification

Portfolio construction: Dynamic portfolio construction to improve
resiliency

Risk management: Improved risk-aware total fund investment
process
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