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+ A historical view on interest rates
¢ The current environment

¢ The policy unwind

+ Implying the future for rates

+ Portfolio management strategies
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(0 Interest Rates- Historical Context
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(0 Interest Rates- Current Environment
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(0 Curve Dynamics
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(0 The Corporate Bond Profile Evolution
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Federal Reserve Treasury Holdings

Figure 13. Size of Treasury Market and Fed Ownership Figure 14. Percentage of Treasury Duration Owned by Fed
100 - Tressunes Coupon Senunies Cuisinding A i s SOMA Durion Holelings:
a0 WA Ty Hidnes | o
a0m == Peomiage aredby e L
o L % %
A0 4 A,
; 000+ i 20
4000 4 b
00+ F .
2000 4
1,000 - 2
10% i p 8 X n ¥ ; .
L7 JB S8 L0 Ja-1 12 J-13
Source: Citi Research, Federal Reserve, US Treasury Source: Citi Research, Federal Reserve, US Treasury

(0 CONNING Casualty Loss Reserve Seminar (CLRS) and Workshops, Boston MA., September 2013 6



(0 A Shrinking Treasury Market
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&» Foreign Pressure
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(0 Expected Inflation
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(0 Implying the Future

Effect on Interest

Dominant Rates Over the Next 12
— Factors Months Commentary
Higher |Neutral |Lower
Fiscal After the summer recess, Congress will need to debate the 2014 fiscal year budget and debt
Policy 0 ceiling. Prospects for a “grand bargain® have diminished significantly. We expect a last-minute
agreement to further rein in spending, which may be coupled with targeted growth incentives.
Second-quarter GDP was initially reported at a stronger-than-expected 1.7% as companies
invested in new eguipment and construction projects. However, first-quarter GOP was revised
> Economic o down o 1.1% as effects from tax increases and the sequestration took their toll on consumer
Activity spending. With these effects fading, the economy appears to be gaining moderate momentum,
supporting the Fed's bias to begin removing policy accommodation. We expect growth fo
improve to 2.0% - 2.4% in the second half of the year. In 2014, growth should average 3.0%.
Sentiment in Europe remains positive with support from the European Central Bank and a more
Technical o balanced view of austenty coupled with growth inifiatives. The status quo is likely to continue into
the September German elections. Peripheral nsks remain and structural reforms are still needed
to set the economy on a sustainable growth path and improve deficits in the long run.
The July FOMC statement had a dovish filt as the Fed grudgingly admitited that growth was
> Monetary 0 proceeding at a *modest pace” and that higher mortgage rates were a concern for the housing
Paolicy sector. However, we think the Fed is on track to taper its asset purchases in September, barring
any unexpected weak economic news.
Most recently available data show that global demand for U.S. assets continued to fall as the
Fareign o improved outlook for economic growth decreased demand for the safety of risk-free assets. Net
Markets buying of long-term equities, notes and honds fell to -$27.2 billion in May following a decline of
-521.8 billion in April.
The all-items CPI rose 0.5% in June, the highest in four months. However, a surge in gasoline
Inflation o prices accounted for much of the increase. Year-over-year inflation was up 1.8%. Core inflation
remains under control as the core CPI was up 0.2% in April and 1.6% on an annual basis. We
expect inflation to range between 2.0% and 2.5% over the next few years.
Com- Although long-term growth trends have staried to reassert themselves, weakness in China and
modities 0 some emerging markets are pressuring most commaodities in the short term. Oil prices are firm
and are likely to rise above $110 per barrel by the end of 2014,
Dollar 0 We expect the dollar to strengthen versus the euro, stabilizing at around $1.30 per euro, and the

dollarfyen relationship to rise to 100 yen by the end of the year.

Source: Conning Inc.

(0 CONNING

Casualty Loss Reserve Seminar (CLRS) and Workshops, Boston MA., September 2013

10



(0 Portfolio Management Strategies

¢ Short duration strategies

¢ Spread risk not rate risk

+ Duration overlay strategies (KRD and aggregate duration hedging)
¢ Equity risk

+ Inflation hedges

¢ The market has been heavy beta driven post recession

Security selection will likely become a more important value
contributor going forward
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Thank You! Questions?
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(0 Disclosures

Conning & Company is the parent of Conning, Inc., Goodwin Capital Advisers, Inc. and Conning Investment Products, Inc., a FINRA-registered broker dealer, and
an affiliate of Conning Asset Management Limited, and Cathay Conning Asset Management Limited (CCAM) (together, “Conning”). Conning is a portfolio company
of the funds managed by Aquiline Capital Partners LLC (a New York-based private equity firm,) with offices in Hartford, Purchase, London, Cologne, and Hong
Kong.

Conning, Inc. and Goodwin Capital Advisers, Inc. are registered with the Securities and Exchange Commission (“SEC”) under the Investment Advisers Act of 1940.
Conning, Inc. is also registered with the Ontario Securities Commission. Conning Asset Management Limited is authorized and regulated by the United Kingdom's
Financial Conduct Authority, and Cathay Conning Asset Management Limited is regulated by Hong Kong’s Securities and Futures Commission. Conning primarily
provides asset management services for third-party assets. Conning predominantly invests client portfolios in fixed income strategies in accordance with guidelines
supplied by its institutional clients.

Conning, Inc. is registered as an Investment Adviser with the SEC and has noticed other jurisdictions it is conducting securities advisory business when required by
law. In any other jurisdictions where it has not provided notice and is not exempt or excluded from those laws, it 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.

All investment performance information included within this material is historical. Past performance is not indicative of future results. Any tax related information

contained within this presentation 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 and its services, you should refer to our Form ADV Part 2, which may be obtained by calling us.

Legal Disclaimer

Copyright 2013 Conning, Inc. This document and the software described within are copyrighted with all rights reserved. No part of this document may be
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. Conning does not make any warranties, express or implied, in this document. In no event shall Conning be liable for damages of any kind
arising out of the use of this document or the information contained within it.

This document contains information that is confidential or proprietary to Conning (or their direct and indirect subsidiaries). By accepting this document you agree
that: (1) if there is any pre-existing contract containing disclosure and use restrictions between your company and Conning, you and your company will use this
information 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
Conning, you and your company agree to protect this information and not to reproduce, disclose or use the information in any way, except as may be required by
law.

ADVISE®, FIRM®, and GEMS® are registered trademarks of Conning, Inc.

This material 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 for investment advisory services. This information is not intended to be nor should it be used as investment advice and should
not be copied or distributed without the prior consent of Conning.

DisclosureC11#1412415
Presentation C11#1801565
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