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Chestnut Advisory Group: What We Do

CHESTNUT

ADVISORY GROUP

A boutique, practitioner-led management consulting firm dedicated to asset managers and investment solutions providers

Product line reviews and market suitability assessments
Product development and positioning
Optimizing solutions & OCIO capabilities

Distribution Strategy
Team and organization structure
Custom market research

Resource optimization

M&A Strategy

Identify and evaluate best-fit acquisition targets
Analyze disposition candidates

Post-acquisition integration planning

&>

Go-to-Market Strategy

Firm and capability messaging

Marketing collateral and thought leadership
optimization

Marketplace visibility and brand building

Implementation & Coaching
Distribution leadership coaching
Sales training program design

Client engagement strategy and value maximization

Chestnut Solutions Institute

Independent forum for solutions providers and their partners
Education and expansion of the solutions marketplace
Establish and promote strong operating standards
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Alliance Bernstein
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Team

Bank of America

Associate Director of Equity Research
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Institutional Investor All America Team-ranked

Equity Analyst
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Executive Director
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Managing Partner
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MFS Investment Management
Head of Investment Solutions
Head of Consultant Relations

Mercer Global Investments (OCIO)
Founder, President, Chief Investment Officer

Mercer Investment Consulting
Worldwide Partner, Region Head and Senior
Consultant

Director, US Institutional Management

JP Morgan Chase

VP, Institutional Equity Sales
Citigroup

Director, Institutional Equity Sales



The Chestnut Solutions Institute™

What is the Institute?

The Chestnut Solutions Institute™ is an

independent forum for investment
solutions providers, clients and their
partners, dedicated to advancing the

future of the investment solutions industry

What is its mission?

* Educate the marketplace and investors

about the OCIO/solutions industry

* Help establish and promote high ethical
operating standards and business best

practices

* Promote a fair and level playing field by
enhancing transparency and advancing

holistic measurement of client
outcomes, performance and value
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How does the Institute achieve its goals?

Thought leadership and research

Timely market research and thought
leadership into issues affecting solutions
businesses

Peer-to-peer forums
In person and virtual forums promoting
dialog, understanding, and transparency

Visibility and growth

Grow the market across current and
emerging client segments via publicizing
our research and hosting exclusive events
directly engaging solutions buyers
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Solutions Meet Pressing Investor Needs

The Institute’s Definition of Investment Solutions

The Institute defines
investment solutions as all
investment products and

services whose primary

goal is to meet the specific

needs of a unique investor

or set of investors.

A Framework to Define Investment Solutions

Investment Portfolio
Building Blocks

Individual public
securities (stocks and
bonds)

Individual private
investments

Standardized single asset
class products (mutual
funds, standard
institutional products)

First Step Investment
Solutions

Standardized single asset
class product with client

customization

Custom reporting for
otherwise standardized
products

Customized Risk
management analytics

Second Step Investment
Solutions

Multi-asset class
standardized products

Target-date funds wealth
investment platforms

Portfolio sleeve
outsourcing (e.g. privates
or alternatives)

Not Investment Solution

Increasing levels of Investment Solution Alignment
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Investors’ Use of Non-OCIO Solutions Is Growing

More than 34 of ALL
asset manager clients,

both institutional and

retail, are using at least

one investment

solutions product.*

CHESTl\'UT

Asset Manager Investment Solutions Products and Services
% Respondents offering each investment solution
VA N s 52,
Mod el PO rtolios | 06 "
Standardized multi-asset products . a8
Customized versions of single-asset investment products you... i —————.. 4B

Customized portfolio reporting and analysis | YT 48%

Custom multi-asset products | e A%

Proprietary altemnative funds | ————— i o7

Portfolio risk management technology and software | TR 37%

Trading capabilities T O — 26%

Access to manager research, analysis, and ratings [ o . 11%

Custody I 33%

B Asset Managers with OCIO B Asset Managers without OCIO
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Rapid Growth of OCIO and Solutions

Global OCIO AUA, $b

Years end March 31 $4,689

$3,067

$2,670 $2,555

$2,462
788

720

$2,007
$1,739 ~ $1,852

$1,292 $1, 427

2016 2017 2018 2019 2020 2021 2022 2023 2024 2029E

Forecast Global CAGR: 8.9%
mUS ® Non-US



All Investor Segments Are Increasing OCIO Usage  ="'%5¢

Chestnut Proprietary Solutions Marketplace Research

Highest Growth OCIO Investor Segments
% OCIO Respondents Forecasting High Growth for Each Segment

73%
72%

Endowments & Foundations

27%

Corporate DB 39%

27%

Private Wealth 33%

27%
Insurance 29% ?

27%

|

RIAs 11%

13%
1%

Defined Contribution, Corporate and Government 1

7%

Government DB 11%

B Investment Consultancies with OCIO B Asset Managers with OCIO



Evolving Investor Needs Driving OCIO Adoption R et

Investment solutions can lead to better holistic outcomes for asset owners
Factor Asset owner concerns investment solutions address

= [ncreased capital markets complexity and volatility
Investment Expertise = Expertise in an ever-greater array of asset classes, investment strategies and techniques
= Optimal risk management and portfolio diversification

= Nimble and timely decision-making across the portfolio

= Specialized and objective governance expertise and systems

= Support to effectively engage with a broad range of stakeholders with increasingly
divergent demands

Governance and Management

= Timely, accurate and customized reporting technology
= Private pooled funds, custom derivatives strategy, custody

= Access to additional services beyond risk/return (e.g. specialist external managers,
fundraising support, asset owner balance sheet advisory, etc.)

Value through Scale

= Increasingly, OCIO providers bring strong asset owner market segment expertise (e.g.
endowments, pension, etc.)

= Ongoing and customized staff and Board education on new capital markets developments
and opportunities



OCIO Provider Core Competencies Vary

Top OCIO Core Competencies
% OCIO Respondents Ranking Element as a Top 2 Competency of Their Firm

Highly customized, high touch OCIO

Market segment expertise (endowment/foundation, insurance, pension, etc.)
Breadth of services (custody, transition mgmt/trading, currency, etc.)

Risk management (including liabilities)

Absolute investment performance (alpha)

Governance advisory

Private assets and alternatives (i.e. private equity, real estate, hedge funds,
ESG, etc.)

Custody, reporting, analytics

Low cost provider, passive mgmt

7

(]
- 7%
28%
22%
- 7%
22%
17%
F 13%
6%

0%
0%

0%
0%

B [nvestment Consultancies with OCIO B Asset Managers with OCIO
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Investors Hire OCIOs Who Know Them Well GESTIT

Chestnut Proprietary Solutions Marketplace Research

Actual Investor OCIO Hiring Factors
% OCIO Respondents Ranking Element as a Top 2 Factor Driving their Firm’s Recent OCIO Wins

Previous relationship with client 330, 60%

Experience with segment investors (e.g. hospitals, corp DB, etc.) 53% e

Speciallzed investment expertise (i.e.Alts, ESG, real estate, etc.) I 17%

|
Investment performance track record 5T 27%

: 20%
All-in fees 11%

Governance advisory capabilities T 7% 1%

Search consultant recommendation 2% 6%

; ; I 3%
Lack of conflicts of interest 6% 13%

Client coverage capabilities _60/7)%

Technology (perf reporting, integration with client syst, etc.) =~ 9
Risk mgmt (trading, analytics, portfolio monitoring syst) = 3%

11
B Investment Consultancies with OCIO Asset Managers with OCIO



Asset Owner Toolkit

A resource center for asset owners and Institute members

Key Toolkit Elements

12

Defining Solutions
Why investment solutions are growing so rapidly
The solutions marketplace
Selection and evaluation
= Process
= Capabilities framework
= Provider types
Case studies
Solutions due diligence checklist

Source: Chestnut Advisory Group
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The new definitions
and frameworks we
propose aim to help
the investment
solutions industry

move toward the
widely-accepted
standards and norms
enjoyed by other,
more mature industry
segments.




OCIO Provider Models Today KOG O

Chestnut Proprietary Solutions Marketplace Research

Types of OCIO . e .
. Distinguishing Features,/Core Compet
Share of Worldwide OCIO AUM by Firm Type, 2023 Providers Istinguishing Features/Core Competencies

Market segment expertise
Investment / performance focus
Manager research

OCIO Specialist /
Investment Office

Diversified market segment(s) expertise
Investments plus value-add capabilities
Manager research

OCIO Generalist /
Consultant

Alpha generation
Asset Manager Trading, risk oversight
Resources

Breadth of services
Bank Custody
Cost, scale

= Asset Managers  ® Investment Consultants Boutique OCIOs Skl ealiien
Insurance Company Cost, scale

Knowledge of retail investor

Financial Advisor . L.
Personalization

13



Governance

Investment Solutions Capabilities - Chestnut Rubric

Pricing/Scale

Q§ Custom Asset
S Reporting Allocation CuEedy
q:a? Private Values
S Assets Alignment
2
m

Currency :

Management Trading . -
2 Operating Capabilities

Data &
Technology
Investment Risk
Alpha Management
Customization
Rebalancing

Investment
Vehicles
Cash Flow

Transition
Management

Management
Service Value Add

&
O’(/o
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Holistic Value Measurement

Why is it needed?
For Asset Owners:

15

To improve governance: for investment committees and boards to stay on
the same page

To bring a more systematic approach to provider evaluation and resist
anchoring bias

To encourage asset owners to lengthen their time horizons for evaluation
To encourage a partnership approach to solutions/OCIO relationships with
a strong mutual understanding of success measures

For Solutions/OCIO providers

To get the client to move beyond the often-narrow focus on performance
and fees

To demonstrate the value of all the investment and non-investment alpha
being provided

To encourage a partnership approach to solutions/OCIO relationships with
a strong mutual understanding of success measures

CHESTI\UT

ADVISORY GROUP

A more holistic way of
presenting and evaluating
the holistic value

proposition of a provider
or asset manager




Solutions Institute Marketplace Impact

Broadening and deepening the Institute’s engagement with solutions industry stakeholders

Year One Milestones

62 Active institute members from 8 Founding member solutions provider firms since Institute’s
public launch May 2023

20+ mentions in industry press

32 senior solutions industry leaders attended CSI Member Forums
Launch CSI public webinars
v 1,175 industry professionals have registered for CSI webinars to-date
v’ Featuring 12 expert speakers from Member firms

1,617 social media followers

Launch online member portal providing access to all Institute reports, webinars, surveys,
newsletters and videos

Podcast launch (fall 2024)

Launch asset owner engagement with outreach to over 7,500 asset owners via Pensions &
Investments media partnership

Conduct first proprietary market study, with responses from 100+ solutions industry
participants

Publish first research report, Defining Solutions

Launch first Member working group, Holistic Value Measurement, including 5 senior member
firms

Publish first proprietary OCIO and search consultant provider rankings (fall 2024)

Launch monthly Member Briefing newsletter

Events & Engagement

Member forums in New York City (2) and Boston (1)
Public Webinars

- Defining Investment Solutions

- Evaluating OCIOs: the Search Consultants’ Role

- Non-Profit Investors and Investment Solutions

- The Shape of Solutions in 2024

- Alternatives in Solutions

- Asset Owners’ Guide to Investment Solutions and OCIO
Member Meetings & Discussions

- Defining Solutions Research Findings

- Holistic Value Measurement Working Group Findings
- 0OCIO search consultant roundtable

Institute co-founders featured on Mastering OCIO Solutions
podcast (Dakota Live)

Industry engagement:
CFA Institute regarding new OCIO GIPS standards
NASDAQ regarding new OCIO indices

OCIO search consultants
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Phone :
941.212.0298

Website :

www.chestnutadvisory.com

Email :

info@chestnutadvisory.com
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http://www.chestnutadvisory.com/

All content and material contained in this document is protected by United States copyright law and is the exclusive property of Chestnut Advisory Group, LLC and may not be reproduced, distributed, transmitted, displayed,
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