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Executive Summary

The Q2 2023 Investment Metrics Plan Universe Report — the industry's most granular analytics tool for plan sponsors —
reported positive returns, at a median level, in the second quarter of 2023.

Recent data from the U.S. Bureau of Labor Statistics shows the annual consumer price inflation figure dropped to 3.0%
in June.1 This is still above the U.S. Federal Reserve target of 2% annual inflation but far below the peak figure we saw
in June 2022 of 21% annual inflation.2 This is good news for investors as the U.S. Federal Reserve appears to be getting
inflation under control, which ultimately should help stabilize capital markets. In addition, the U.S. unemployment rate
sits at 3.6% as of the end of June 2023, and the real gross domestic product increased at an annual rate of 2.4%,3,4
signs that the U.S. economy is continuing to move forward through difficult environments.

U.S. public equity markets are up 16.2% year-to-date through June 2023, based on the Russell 3000 index, while the
MSCI All-Country World ex. the U.S. index is up 29%. On the opposite side of the asset class spectrum, U.S. fixed income
posted positive returns year-to-date, with the Bloomberg U.S. Aggregate returning 2.1%. Capital markets are bouncing
back after a difficult year in 2022.

Highlights

» The year-to-date gross of fee return performance, at a median level, from plans has been invigorating. However,
compared to the blended benchmark of 60% MSCI All-Country World Index and 40% Bloomberg Barclays U.S.
Aggregate index, all plan types have underperformed.

» US. public equities have lifted plan portfolio returns in 2023, but when comparing plan performance from U.S. public
equities, at a median level, to the Russell 3000 index all plan types underperformed in the second quarter.

» High Net Worth and Taft-Hartley plans have shifted assets into the alternative asset class in Q2 2023.

» Performance from the alternative asset class continues to struggle. Public plans only saw a 0.3% return in Q2 2023
and have a year-to-date return from this asset class of 1.9%, an inferior return compared to an extraordinary year in
2021.

Plan Performance Over Time

This is the third quarter in a row that defined benefit plans have posted a positive return, at a median level, with a
gross of fee return of 2.6%. Public equities were identified as the asset class driving plan portfolio performance in 2023.
Not surprisingly, those plan types that have a higher allocation to this asset class relative to their peers are performing
much better.

Report / Q2 2023 Plan Universe Allocation & Return Analysis 2
© 2024. Confluence Technologies, Inc.




2% Confluence Q2 2023

Al n e G o o e e

tpiin M
1

1Rk e di-len 1% L] WLl 12 i

B Pl

S P e .

Chart 1: IM Emerging Markets Large Cap Equity Peer Group Performance.
Source: Investment Metrics, a Confluence company

Historical Plan Comparison

All plan types have laudable gross-of-fee returns in the short-term (quarter, year-to-date, and one year) at a median
level. However, when you compare these gross-of-fee returns to a blended benchmark of 60% MSCI All-Country World
Index and 40% Bloomberg Barclays U.S. Aggregate Index, most plan-type returns are disappointing. Specifically, the
year-to-date returns from all plan types underperformed the blended benchmark. Having said that, the long-term
(three-year and five-year) returns are outperforming the blended benchmark in a significant way.
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Chart 2: Median Performance by Plan Type.
Source: Investment Metrics, a Confluence company
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Q2 Plan Allocation Analysis

As anticipated, public equities are the main asset allocation for most plan types, with the exception being corporate
plans. The relatively high allocation to fixed income for corporate plans compared to other plan types has clearly
impacted their short-term performance, as they drastically underperformed against their peers. The other interesting
move in Q2 2023 came from the High Net Worth and Taft-Hartley plans. Both plan types had a decrease in allocation
to public equities and an increase in allocation to alternatives. High Net Worth portfolios have clearly benefited, based
on gross-of-fee returns, from their heavy allocation to public equities. Now they seem to be shifting some of those
assets to the alternative asset class.
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Chart 3: Median Allocations by Plan Type.
Source: Investment Metrics, a Confluence company
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Median Asset Allocation Shifts by Plan Type Q1 to Q2 2023
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Chart 4: Median Allocation shift by Plan Type.
Source: Investment Metrics, a Confluence company

U.S. Equity Performance

The U.S. public equity market has been the best-performing area within the public equity asset class and across all
asset classes in the most recent quarter and year-to-date. All plan types have clearly benefited from this allocation
based on the asset class returns reported. However, when you compare the returns attained by plans in the second
quarter to the Russell 3000 index, the relative performance is discouraging. Every plan type underperformed the index
in a particularly good-performing quarter for U.S. public equities. With regards to tactical asset allocation shifts, we
saw High Net Worth portfolios decrease their allocation to U.S. public equities by 2% over the quarter, at a median
level.
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Median U.5. Equity Allocation & Q2 Return
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Chart 5: Median U.S. Equity Allocation & Performance by Plan Type.
Source: Investment Metrics, a Confluence company

Median U.5. Equity Allocation Shifts Q1 to Q2 2023
150

1.00 0.88

£ o0s0 0.37 0.38 .
£ o N 0 I
_% -0.50
-0.55

E - 1 .m

-1.50

=200

-2.50

-3.00

-2.90
-3.50
Corporate Public Taft-Hartley  End. & Fnd. High MNet Worth
Chart 6: Median U.S. Equity Allocation shift by Plan Type.
Source: Investment Metrics, a Confluence company
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Non-U.S. Equity Performance

After an electrifying Q12023 for Non-U.S. public equities, the returns in Q2 were moderate. Endowments and
foundations have the highest exposure to Non-U.S. equities. Similar to what we saw in public U.S. equities, the High Net
Worth plans decreased their allocation to Non-U.S. equities by 1% over the quarter.
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Chart 7: Median Non-U.S. Equity Allocation & Performance by Plan Type.
Source: Investment Metrics, a Confluence company
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Chart 8: Median Non-U.S. Equity Allocation shift by Plan Type.
Source: Investment Metrics, a Confluence company
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U.S. Fixed Income Performance

The returns from U.S. fixed income in the second quarter of 2023 were miniscule. We did not see much difference

in performance between the plans U.S. fixed income returns, at a median level, and the Bloomberg Barclays U.S.
Aggregate Index. Corporate plans have an allocation to this asset class that is more than double what other plans are
allocating. This has clearly been a detractor of overall corporate plan performance in the short-term.

Median U.S, Fixed Income Allpcations & {2 Retum

B0 8
B
£ 7
3
£ 0 _
- * g7
| - : §
< 39 4
1
10 Q
=1
i 2

ne Paubdic Taft-Hartley End. BFrd,  High Met
Wedth

§ U Floed income Allocation @ Median Guarterdy Retoon  — BS LIS Agg. Indiex

Chart 9: Median U.S. Fixed Income Allocation & Performance by Plan Type.
Source: Investment Metrics, a Confluence company
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Chart 10: Median U.S. Fixed Income Allocation Shift by Plan Type.
Source: Investment Metrics, a Confluence company
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Alternatives Performance

The returns from the alternative asset class were disappointing in the second quarter and year-to-date in 2023. High
Net Worth portfolios have pivoted into the alternative asset class in a substantial way in 2023. We have also seen Taft-
Hartley plans increase their allocation to alternatives in the second quarter.
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Chart 11: Median Alternative allocation & Performance.

Source: Investment Metrics, a Confluence company
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Chart 12: Median Alternative Allocation Shift by Plan Type.
Source: Investment Metrics, a Confluence company
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Investment Metrics Plan Universe

Investment Metrics Plan Universe is the industry's most granular analytics tool for plan sponsors, including standard and
custom peer group comparisons of performance, risk, and asset allocations by plan type and size. The data is sourced
directly from over 4,000 institutions using our reporting and analytics solutions, including investment consultants,
adyvisors, and asset owners. Plan Universe is updated quarterly and typically available on or near the following
schedule: preliminary data available on the 14th business day after quarter end, a second cut on the 21st business day,
and final cut on the 29th business day. The data includes 20+ years' history on:

» Trust Funds, Corporates, Public Plans, Taft-Hartley, Endowments & Foundations, High Net Worth, Health & Welfare,
and custom groups.

» Asset Allocations broken into equity (US, global, global ex-US), fixed income (US, global, and global ex-US),
alternatives, real estate (public and private), multi-asset, and cash. Emerging Markets allocations are available for
equities and debt securities.

» Net and gross performances displayed by quartile with full percentiles via download.

» With all information aggregated by Plan Size.

Disclaimer

The information contained in this communication is for informational purposes only. Confluence is not providing legal,
financial, accounting, compliance or other similar services or advice through this communication. Recipients of this
communication are responsible for understanding the regulatory and legal requirements applicable to their business.

About Confluence

Confluence is a leading global technology solutions provider committed to helping the investment management
industry solve complex data challenges across the front, middle and back office. From data-driven portfolio analytics
to compliance and regulatory solutions, including investment insights and research, Confluence invests in the latest
technology to meet the evolving needs of asset managers, asset owners, asset services and asset allocators to provide
best-of-breed solutions that deliver maximum scalability, speed and flexibility, while reducing risk and increasing
efficiency. Headquartered in Pittsburgh, PA, with 750 employees in 15 offices spanning across the United Kingdom,
Europe, North America, South Africa and Australia, Confluence services over 1,000 clients in more than 40 countries.

For more information, visit confluence.com
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Y% info@confluence.com [ @confluence-technologies
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