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DEVELOPED MARKETS CHARGED AHEAD AS
EM EQUITIES SNAP 9-MONTH STREAK

After a quiet August, U.S. equity markets resumed
their ascent, having their best month since
February and notching their 11™ consecutive
month of positive returns.

e Up 3.9% and 7.7% respectively, mid- and small-
caps stocks lead the way. There have been only
two calendar months out of the last five years
when small-caps generated a higher return.

o Having rattled off nine consecutive months of
positive returns (their longest positive streak in
more than a decade), EM stocks finished lower in
September, after a late-month 3% selloff.

o Equity-market volatility remained low, capping off a
record-setting quarter. In 2017, the S&P 500 has
seen just 8 daily moves of more than 1%. Investors
would have to look back to the early 1960s to find
such a prolonged period of calm in the markets.

o Since its start date on Jan. 2, 1990, the VIX had

never closed below 10 more than four times in any

calendar year. In 2017 it has done it 24 times, 17

of which were in Q3.
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o After falling 1.5% during the first week, the dollar S8P 500 Managed Risk (MR) vs. 70/30 Blend* (B) Oil & Inflation: Trailing 6 Months

recovered its losses and finished September 2.5% 3 $53
0.65% higher, snapping a 6-month losing streak. $51
e The price of Midland crude oil reached its highest MR ® $49
level since April, rising 11.5% to $51.22/barrel. 1 A $47
e Yearly inflation as measured by CPl increased to h% MR .
1.9% in August, while PCE, the Fed's preferred % ° B ° 2% . P $45
measure of inflation declined further to 1.3%. é * $43
e The Fed’s open market committee left its overnight 8 l\./IR A A A : R $41
rate target unchanged at 1.25%, but announced A $39
that it will begin its balance sheet normalization B
program in October. It will begin by allowing $10 0.0% 1% §37
billion of its balance sheet to mature each month 3% Monthly Volatility 13% Mar May Jul Sep
without reinvesting the proceeds. This will in turn @ 1-Month ® 1-Yr Avg ® 10-Yr Avg Crude Spot Price ($) < CPI YoY A PCE YoY
reduce the supply of reserve balances.
e Low equity-market volatility meant that the S&P
) o Total Returns as of September 30, 2017
500 Managed Risk Index maintained its 100%
equity allocation for the fourteenth consecutive S&P S&P 500 S&P S&P S&P S&P S&P Global ~ S&P US Crude us
month. It matched the return and volatility of the 500 MR 400 600 EPAC EM 1200 AGG Qi Dollar
S&P 500 while outperforming a 70/30 stock/bond™ 1 ponth 2.1% 2.1% 3.9% 7.7% 2.5% -0.6% 2.2% 04%  115%  06%
blend by 82 bps.
3 Months 4.5% 4.5% 3.2% 6.0% 5.3% 7.5% 5.2% 0.8% 13.6% -2.0%
*As measured by the S&P 500 Index and the S&P US
Aggregate Bond Index. 6 Months 7.7% 7.7% 5.3% 7.8% 11.9% 14.3% 9.7% 2.1% 3.5% -5.1%
1 Year 18.6% 18.6% 17.5% 21.1% 19.3% 22.4% 19.6% 0.1% 7.1% -1.9%
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Creating transformational improvement in the retirement savings industry.

Milliman Financial Risk Management LLC is a global
leader in financial risk management to the retirement
savings industry. Milliman FRM provides investment
advisory, hedging, and consulting services on over $152
billion in global assets (as of June 30, 2017).

Established in 1998, the practice includes professionals

Milliman is among the world's largest providers of
actuarial and related products and services. The firm
has consulting practices in healthcare, property &
casualty insurance, life insurance and financial
services, and employee benefits. Founded in 1947,
Milliman is an independent firm with offices in major
cities around the globe.
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operating from three trading platforms around the world
(Chicago, London, and Sydney).

MILLIMAN.CON/FRM

FINANCIAL RISK MANAGEMENT

Milliman

Chicago
71 South Wacker Drive

Chicago, IL 60606
+1 855 645 5462

Recipients must make their own independent decisions regarding any strategies or securities or financial instruments mentioned herein.

The products or services described or referenced herein may not be suitable or appropriate for the recipient. Many of the products and services described or referenced
herein involve significant risks, and the recipient should not make any decision or enter into any transaction unless the recipient has fully understood all such risks and has
independently determined that such decisions or transactions are appropriate for the recipient.

London

Past performance is not indicative of future results. Index performance information is for illustrative purposes only, does not represent the performance of any actual
11°0ld Jewry Road investment or portfolio, and should not be viewed as a recommendation to buy/sell. It is not possible to invest directly in an index. Any hypothetical, backtested data
London illustrated herein is for illustrative purposes only, and is not representative of any investment or product.

ECZR 8DU Any discussion of risks contained herein with respect to any product or service should not be considered a disclosure of all risks or a complete discussion of the risks
UK involved.
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