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S&P 500 POSTS ITS BEST QUARTERLY RETURN
SINCE 2013

o With a 0.6% return in September, the S&P 500
locked in a 7.7% return for Q3 2018, its best since
Q4 2013.

e Qut of the last 25 calendar quarters, the S&P 500
has generated just three quarterly losses, only one
of which exceeded 1%.

e As U.S. stocks continued their run, EM stocks
extended their losing streak, declining for their
second straight month and the seventh out of the
last eight.

e After climbing six straight months for a total return
of 20%, small cap stocks took a breather in
September, declining more than 3%.

e After an exceptionally low August, U.S. equity
volatility edged even lower in September. In
contrast, EM equity volatility remained elevated,
again hovering above its five-year monthly
average.

e The correlation of the S&P 500 to global ex-US
equities declined in September, while its
correlation to the U.S. aggregate bond market,
increased to its highest level since February.

Joe Becker, FRM
Director — Portfolio Strategist
joe.becker@milliman.com
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MANAGED RISK INVESTING S&P 500 Managed Risk (MR) vs. 70/30 Blend™ (B) US Treasury Yield Curve
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volatility than a 70/30 blend*, while generating an
average excess monthly return of 20 bps, equal to Total Returns as of September 30, 2018
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o The Fed made its eighth rate hike in three years,
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*Measured by the S&P 500 and the S&P U.S. Agg Bond Index
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CAPITAL MARKETS INCREASINGLY REFLECT 300 US/German 10-Yr Yield Spread (bps) Money Market Fund AUM as % of Equity Fund AUM
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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 more than
$149 hillion in global assets (as of June 30, 2018).

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

71 South Wacker Drive
Chicago, IL 60606
+1 855 645 5462

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.

Past performance is not indicative of future results. Index performance information is for illustrative purposes only, does not represent the performance of any
London actual 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 illustrated herein is for illustrative purposes only, and is not representative of any investment or product.
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London 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 involved.
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