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Initial Treasury Fit Approach

Standard GEMS® approach
= Select 3 Pivot Tenors: 3-Month and 2 others that adjust each month

= Other 2 are selected to minimize gap between Fitted and Actual Spot Curves
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Adjustments for First Field Test

Concern was raised about 1-Month Yield
= Extrapolated from 3-Month
= Could cause unexpected movements in Equity Returns

= So, Conning switched fixed Pivot from 3-Month to 1-Month

Fitting process applies to unfloored spot rates

= Take actual Spot Rates

Calculate rate needed to produce this result after flooring

+ E.g., in Dec 2021 runs, 6 bps Yield for 3-Month Treasury gets converted to -1.3%

Fit these “unfloored” Spot Rates

Tends to over emphasize short rates in these situations

So, Conning switched to using Par Yields
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Impact on December 2023 Fitting

Unusual initial curve

= |nverted out to 10-Year
= Sharply increases to 20-Year

= Drops back down for 30-Year
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Prepared by Conning, Inc. Source: U.S. Department of the Treasury (2024)



Impact on December 2023 Fitting

Unusual initial curve
= |nverted out to 10-Year
= Sharply increases to 20-Year

= Drops back down for 30-Year

GEMS® revised approach

= Selects 1- and 10-Year Pivots

= Balances being above in mid
range with being below on long
end
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Fitting Results
GEMS Revised Approach
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Prepared by Conning, Inc. Sources: U.S. Department of the Treasury (2024), GEMS® Economic Scenario Generator scenarios.,



Impact on December 2023 Fitting — State Variables

Unusual initial curve

= | eads to unusual initial values Par Yield Differences

= Mix of above and below target Dec 2023 Initial Yields
values 1.0%

= Relatively large mismatch

between Fitted and Actual
0.5%

0.0% . I — I
1M 3M 6M 1Y I I I . 10y 20 30Y
-0.5%

-1.0% State Initial Long Reversion
Term Speed
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Prepared by Conning, Inc. Source: GEMS® Economic Scenario Generator scenarios.
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Impact on December 2023 Fitting — State Variables

Unusual initial curve

= | eads to unusual initial values

* Mix of above and below
target values

* Relatively large mismatch
between Fitted and Actual

= Creates potential for non-
linear movements in averages
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Monthly Change in Average
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Prepared by Conning, Inc. Source: GEMS® Economic Scenario Generator scenarios.



Impact on December 2023 Fitting — Alternative Methods

Compared three other

methods

ParYield Differences
= Original Conning approach Dec 2023 Initial Yields

- 1.0%
= Least Squares Fitting

= Proposal from louri Karpov

Observations
o 0.0% I I I I II R I_II I I
(RS

= Removal of 1-Month from fitting I2Y I Il“ I“-

creates mismatch for all

o
Q
= Tradeoffs for the rest of the curve f -0.5%
include a better fit or the long end %
and a worse fit for the short end <
-1.0%
-1.5%

-2.0%

B Revised GEMS m®louri M LeastSquared ™ Original GEMS

Prepared by Conning, Inc. Source: GEMS® Economic Scenario Generator scenarios.

(0 CONNING :



Impact on December 2023 Fitting — Average Yields

Different fits create different

behaviors
Changein Average 20-Year Spot Rate
= |ouri Karpov’s calibration has a better Revised GEMS vs louri Karpov's Fitting
initial fit on 20-Year reduced swings 0.04%
in averages
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Prepared by Conning, Inc. Source: GEMS® Economic Scenario Generator scenarios.
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Impact on December 2023 Fitting — Average Yields

Different fits create different

behaviors
Changein Average 3-Month Spot Rate
= |ouri Karpov’s calibration has a better Revised GEMS vs louri Karpov's Fitting
initial fit on 20-Year reduced swings in 1.20%
averages
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= The tradeoff is huge swings for the
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Prepared by Conning, Inc. Source: GEMS® Economic Scenario Generator scenarios.
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Disclosures

Conning, Inc., Goodwin Capital Advisers, Inc., Conning Investment Products, Inc., a FINRA-registered broker-dealer, Conning Asset Management Limited, and Conning
Asia Pacific Limited (collectively “Conning”) and Octagon Credit Investors, LLC, Global Evolution Holding ApS and its subsidiaries, and Pearlmark Real Estate, L.L.C. and
its subsidiaries (collectively “Affiliates” and together with Conning, “Conning & Affiliates”) are all direct or indirect subsidiaries of Conning Holdings Limited which is one of
the family of companies whose controlling shareholder is Generali Investments Holding S.p.A. (“GIH”) a company headquartered in Italy. Assicurazioni Generali S.p.A. is
the ultimate controlling parent of all GIH subsidiaries. Conning & Affiliates have investment centers in Asia, Europe and North America.

Conning, Inc., Conning Investment Products, Inc., Goodwin Capital Advisers, Inc., Octagon Credit Investors, LLC, Global Evolution USA, LLC, and PREP Investment
Advisers, L.L.C. are registered with the Securities and Exchange Commission (“SEC”) under the Investment Advisers Act of 1940, as amended, and have noticed other
jurisdictions they are conducting securities advisory business when required by law. In any other jurisdictions where they have not provided notice and are not exempt or
excluded from those laws, they cannot transact business as an investment adviser and may not be able to respond to individual inquiries if the response could potentially
lead to a transaction in securities. SEC registration does not carry any official endorsement or indication that the adviser has attained a level of skill or ability.

Conning, Inc. is also registered with the National Futures Association. Conning Investment Products, Inc. is also registered with the Ontario Securities Commission.
Conning Asset Management Limited is Authorised and regulated by the United Kingdom's Financial Conduct Authority (FCA#189316). Conning Asia Pacific Limited is
regulated by Hong Kong's Securities and Futures Commission for Types 1, 4 and 9 regulated activities; Global Evolution Asset Management A/S is regulated by
Finanstilsynet (the Danish FSA) (FSA #8193); Global Evolution Asset Management A/S (London Branch) is regulated by the United Kingdom's Financial Conduct
Authority (FCA# 954331); also, Global Evolution Asset Management A/S (“GEAM”) is authorized via exemption as a dealer and adviser in certain Canadian provinces: In
Canada, while GEAM has no physical place of business, it has filed to claim the international dealer exemption and international adviser exemption in Alberta, British
Columbia, Ontario, Quebec and Saskatchewan. Global Evolution Manco S.A. is regulated by The Commission de Surveillance du Secteur Financier (the Luxembourg
FSA) (CSSF# S00001031). Conning & Affiliates primarily provide asset management services for third-party assets.

All investment performance information included in this document is historical. Past performance is not a guarantee of future results. Any tax-related information contained
in this document is for informational purposes only and should not be considered tax advice. You should consult a tax professional with any questions.

For complete details regarding Conning & Affiliates and their services in the U.S., you should refer to our Form ADV Part 2, which may be obtained by calling us.
Legal Disclaimer

©2024 Conning, Inc. This document and the software described within are copyrighted with all rights reserved. No part of this document may be distributed, reproduced,
transcribed, transmitted, stored in an electronic retrieval system, or translated into any language in any form by any means without the prior written permission of Conning
& Affiliates. Conning & Affiliates do not make any warranties, express or implied, in this document. In no event shall any Conning & Affiliates company be liable for
damages of any kind arising out of the use of this document or the information contained within it. This document is not intended to be complete, and we do not guarantee
its accuracy. Any opinion expressed in this document is subject to change at any time without notice.

This document contains information that is confidential or proprietary to Conning & Affiliates. By accepting this document you agree that: (1) if there is any pre-existing
contract containing disclosure and use restrictions between you or your company and any Conning & Affiliates company, you and your company will use the information in
this document in reliance on and subject to the terms of any such pre-existing contract; or (2) if there is no contractual relationship between you and your company and
any Conning & Affiliates company, you and your company agree to protect the information in this document and not to reproduce, disclose or use the information in any
way, except as may be required by law.

ADVISE®, FIRM®, GEMS®, CONNING CLIMATE RISK ANALYZER® and CONNING ALLOCATION OPTIMIZER® are registered trademarks of Conning, Inc. in the U.S.
Copyright 1990-2024 Conning, Inc. All rights reserved. ADVISE®, FIRM®, GEMS®, CONNING CLIMATE RISK ANALYZER® and CONNING ALLOCATION OPTIMIZER®
are proprietary software published and owned by Conning, Inc.

This document is for informational purposes only and should not be interpreted as an offer to sell, or a solicitation or recommendation of an offer to buy any security,
product or service, or retain Conning & Affiliates for investment advisory services. The information in this document is not intended to be nor should it be used as
investment advice. COD00000098
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