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Polling question

Are you thinking about changing your fixed income allocation?
a. Reducing it

b. Increasing it

c. Same allocation, different composition

d. Same allocation, same composition
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Polling question

What are the reasons you have fixed income in the portfolio?
Income Generation

. Yield Enhancement

Liability Hedging

Diversification

Liquidity management
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Capital preservation
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Objectives of pension plans have changed

Closed plans are becoming better funded.... ... and open plans are becoming cashflow negative
90% $0.4B
80% $0.2B
70% $0.0B
]
60%
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0% 2017 2018 2019 2020 2021 2022 ‘
below 85% between 85% and 100%  greater than 100% B Net cashflows 0.2 0.1 _03 _0.7 210 1.3
u June 2015 u June 2023 M as a % of total assets 0.2% 0.1% -0.3% -0.7% -0.8% -1.1%
Source: FSRA's Quarterly Update on Estimated Solvency Funded Status of Defined Benefit Plans in Ontario. Source: OMERS Financial Statements
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The multiple and evolving roles of fixed income within investors’ portfolios

Then... ..and now

Diversification Income
Generation

Liquidit . .
Marlwgglerlnint Fixed Yield
Income Enhancement

Preservation Hedging

For Illustrative purpose only.
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The fixed income space has
evolved significantly over
the last few years, providing
investors with more tools to
craft allocations that are
tailored to their objectives
and risk constraints.
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Certain fixed income asset classes now offering equity-like return potential
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Note: As at September 30, 2023. The following representative indices were used for each asset class; 91-Day T-Bill (Cash & Equivalents, yield = yield to maturity), FTSE Canada Universe Bond Index (Canadian Universe Bond, yield = yield to maturity), FTSE Canada All Corporate
Bond Index (Canadian Corporate Bond, yield = yield to maturity), Bloomberg US Securitized Index (US Securitized, yield = yield to worst), FTSE Canada Short Term Corporate A Bond Index + illiquidity premium (Short Term Private Fixed Income, yield = yield to maturity),
Bloomberg Emerging Market USD Agg Index (Emerging Market Debt, yield = yield to worst), Bloomberg US High Yield Bond Index (US High Yield, yield = yield to worst and duration = option and Morningstar LSTA Leveraged Loan Index (US Bank Loans, yield = yield to maturity).
Equity expected return represents the 2020 and 2023 long-term capital market assumption for U.S. Large Cap from JPMorgan. Past performance is not a guarantee of future results. It's not possible to invest in an index directly
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Case study: Hedging unrewarded risks

Example: a fully funded
pension plan with 50% of
liability hedging assets
and a solvency liability

duration of 12 years.

Return
Seeking

Assets
50%

Liabilities

Universe
Bonds
(index)

50%

Current Portfolio

Expected return

Funded status volatility
Interest rate hedge ratio
Credit diversification

Income generation

Return
Seeking

Assets
50%

Liabilities

Long
Corporates
25%

Long
Provincials
20%
Federals 5%
Increasing Duration/
Corporate Exposure

+

+ +

Note: The above case study is for illustrative purposes only and does not represent an existing portfolio. There is no guarantee of future outcomes.
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Case study: Seeking to improve risk and return metrics by diversifying credit exposure

Credit diversifiers can help Corporate
reduce concentration risk

in traditional hedging

assets while improving

return expectations.

Note: The above case study is for illustrative purposes only and does not represent an existing portfolio. There is no guarantee of future outcomes.
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Questions?
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Disclosures

This presentation is intended for Canadian institutional investors only. It is not for retail use or
distribution to individual investors. The information in this presentation is not intended to provide
specific financial, tax, investment, insurance, legal or accounting advice and should not be relied upon
and does not constitute a specific offer to buy and/or sell securities, insurance or investment services.
Investors should consult with their professional advisors before acting upon any information contained
in this presentation.

SLC Management is the brand name for the institutional asset management business of Sun Life
Financial Inc. (“"Sun Life") under which Sun Life Capital Management (U.S.) LLC in the United States,
and Sun Life Capital Management (Canada) Inc. in Canada operate. These entities are also referred to
as SLC Fixed Income and represent the investment grade public and private fixed income strategies in
Canada and the U.S.

Sun Life Capital Management (U.S.) LLC is registered with the U.S. Securities and Exchange
Commission as an investment adviser and is also a Commodity Trading Advisor and Commodity Pool
Operator registered with the Commodity Futures Trading Commission under the Commodity
Exchange Act and Members of the National Futures Association. In the US, securities are offered by
Sun Life Institutional Distributors (U.S.) LLC, an SEC registered broker-dealer and a member of the
Financial Industry Regulatory Authority ("FINRA").

Sun Life Capital Management (Canada) Inc. is a Canadian registered portfolio manager, investment
fund manager, exempt market dealer and in Ontario, a commodity trading manager, and is the
manager of the SLC Management Private Fixed Income Plus Fund, SLC Management Long Term
Private Fixed Income Plus Fund, SLC Management Short Term Private Fixed Income Fund and the SLC
Management Canadian Commercial Mortgage Fund.

BentallGreenQOak, InfraRed Capital Partners (InfraRed), Crescent Capital Group LP (Crescent), and
Advisors Asset Management, Inc. (AAM) are also part of SLC Management.

Bentall Green Oak is a global real estate investment management advisor and a provider of real estate
services. In the U.S,, real estate mandates are offered by BentallGreenOak (U.S.) Limited Partnership,
who is registered with the SEC as an investment adviser. In Canada, real estate mandates are offered
by BentallGreenOak (Canada) Limited Partnership, BGO Capital (Canada) Inc. or Sun Life Capital
Management (Canada) Inc. BGO Capital (Canada) Inc. is a Canadian registered portfolio manager and
exempt market dealer and is registered as an investment fund manager in British Columbia, Ontario
and Quebec.

InfraRed Capital Partners is an international investment manager focused on infrastructure. Operating
worldwide, InfraRed manages equity capital in multiple private and listed funds, primarily for
institutional investors across the globe. InfraRed Capital Partners Ltd. is authorized and regulated in
the UK by the Financial Conduct Authority.

Crescent Capital Group is a global alternative credit investment manager registered with the U.S.
Securities and Exchange Commission as an investment adviser. Crescent is a leading investor in
mezzanine debt, middle market direct lending in the U.S. and Europe, high-yield bonds and broadly
syndicated loans.

AAM is a leading independent U.S. retail distribution firm that provides a range of solutions and
products to financial advisors at wirehouses, registered investment advisors and independent broker-
dealers.

Unless otherwise stated, all figures and estimates provided have been sourced internally and all
references to “$" are in Canadian dollars. The information may present materials or statements which
reflect expectations or forecasts of future events. Such forward-looking statements are speculative in
nature and may be subject to risks, uncertainties and assumptions and actual results which could differ
significantly from the statements. As such, do not place undue reliance upon such forward-looking
statements. All opinions and commentary are subject to change without notice and are provided in
good faith without legal responsibility.
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Disclosures

SLC Management claims compliance with the Global Investment Performance Standards (GIPS®) and No part of this material may, without Sun Life Capital Management (Canada) Inc.’s prior written
has prepared and presented this report in compliance with the GIPS standards. The Firm has not been consent, be (i) copied, photocopied or duplicated in any form, by any means, or (ii) distributed to any
independently verified. All data is subject to change. “FTSE®" is a trademark of FTSE® International person that is not an employee, officer, director, or authorized agent of the recipient.

Limited and is used under license.

© 2023, SLC Management
Any financial indices referenced as benchmarks are provided for informational purposes only. The use
of benchmarks has limitations because portfolio holdings and characteristics will differ from those of
the benchmark(s), and such differences may be material. You cannot make a direct investment in an
index. Factors affecting portfolio performance that do not affect benchmark performance may include
portfolio rebalancing, the timing of cash flows, credit quality, diversification, and differences in
volatility. In addition, financial indices do not reflect the impact of fees, applicable taxes or trading
costs which reduce returns.
“SLC Management”, “we", “us”, “our” etc. shall, for the purposes of information relating to securities-
based products, services and advice, mean Sun Life Capital Management (Canada) Inc. and shall, for
the purposes of information related to investment experience, mean Sun Life Assurance Company of
Canada. This document may present materials or statements which reflect expectations or forecasts
of future events. Such forward-looking statements are speculative in nature and may be subject to
risks, uncertainties and assumptions and actual results which could differ significantly from the
statements. As such, do not place undue reliance upon such forward-looking statements. All opinions
and commentary are subject to change without notice and are provided in good faith without legal
responsibility.
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