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Topics for Discussion
= COVID-19 Impact on the Life Insurance Industry

= COVID-19 Impact on Markets and Investment Portfolios

= Unknowns...
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Issues Facing the Life Industry
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COVID-19 IMPACT ON THE LIFE INSURANCE INDUSTRY

(0 CONNING



Issues Facing the Life Industry

PANDEMIC owron INVESTMENT RISK

EXCESS MORTALITY
ELECTION PREVENTION
SALES GROWTH

REGULATIONS

VOLATILITY QUARANTINE
M&A NEW PRODUCTS OUTBREAK DIVERS|TY
RISK BASED CAPITAL
DIGITIZATION  \evriators

VACCINE UNDERWRITING RESTRICTIONS
MODELS
OPERATIONS ACCELERATED UNDERWRITING
GDP GROWTH DISTRIBUTORS

INSURTECH INTEREST RATES

(0 CONNING



No Exemptlon from Larger Social Forces
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Demographics...Tomorrow’s Customers Today

BFirst 15 Years of Age Cohort  ORemaining Years
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Prepared by Conning, Inc. Source: Census Bureau, U.S. Department of Commerce (2020).
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Insurance Agents Less Representative of Total U.S. Population

Percentage of Insurance Agents by Age Women and Selected Cultural Make-up of
Group: 2018 Insurance Agents: 2018
+ -
ffo/ 22(54 ® Insurance Agents mU.S.
0 0 90%
25-34 80%
20% 20%
55-64 60%
20%
50%
40%
30%
20%
35-44 10%
21%
0%
45-55 Women White African-American Asia-American

23%

Prepared by Conning, Inc. Source: Census Bureau, U.S. Department of Commerce (2020)
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COVID-19 Could Stimulate Life Insurance Sales

Year-Over-Year Change in Application Activity
—Ages 60+ ——Ages 45-59 Ages <45
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Prepared by Conning, Inc. Source: © 2000-2020 MIB Group, Inc., All Rights Reserved.
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Insurer Digitization Kicked into High Gear

Distribution

= Growth in online applications and sales
' = Supporting agents with online tools and support

Administration

= Automated underwriting systems proving their
worth

= Significant shift to remote work and WFH
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Insurer Responses to Current Environment

Underwriting and Product Responses Customer and Employee Responses

* Increased use of )
automated Premium = Higher premiums used to

underwriting systems Increases offset lower interest rates
and new data sources

Underwriting

Age = Restricting sales to Supporting - Egﬁi;ﬂg%grrsce periods for
Restriction older aged individuals Customers - Atelorated commission to

and Agents

support distributors

= Halti - Staff = Buy out packages to reduce
Product Halt Halting term life sales Reductions employes exponses

(0 CONNING
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Changing the Face of Life Insurance

An Opportunity to Diversify Customers, Employees, and Work Environments

Photo source: stock.adobe.com
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Net Book Yields Challenged by Continuing Low Interest Rates

Life Industry Portfolio Book Yield - lllustrative Scenarios

Actual Book Yield =—2008 Book Yield —Pre-Pandemic Scenario Book Yield =——Post-Pandemic Scenario Book Yield
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Prepared by Conning, Inc. Sources: Copyright 2020, S&P Global Market Intelligence and Federal Reserve Bank of Philadelphia
Survey of Professional Forecasters (https://www.philadelphiafed.org/research-and-data/real-time-center/survey-of-professional-forecasters) (2020).
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Universal Life Crediting Rates Continue to Decrease
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Prepared by Conning, Inc. Source: ©2020 Limra. All Rights Reserved. U.S. Retail Individual Life Insurance Sales Technical Supplement
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Life Insurers Increasing FHLB Usage

FHLB Borrowing via Funding Agreements

$ in billions
$75
$50
$25 I
$0
2015 2016 2017 2018 2019~
Prepared by Conning, Inc. Source: Copyright 2020, S&P Global Market Intelligence, ©2020 A.M. Best Company—used by permission.
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COVID-19 IMPACT ON MARKETS AND INVESTMENT
PORTFOLIOS
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Increasing Spread: Increasing Risk in Asset Portfolio?

Industry Net Investment Yield versus 10-year Moving Average of 10-year Treasuries

e= Net Investment Yield = == Moving Average 10-Year Treasury
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Prepared by Conning, Inc. Sources: Copyright 2020, S&P Global Market Intelligence and U.S. Department of the Treasury (2020)
*Estimate
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Conning Baseline Forecast

Economic Indicators Actual Forecast Actual Forecast

(As of June 2, 2020) 1Q20 2Q20 2019 2020 2021
Gross Domestic Product -36.00%

Real GDP (Q4/Q4) | 230% -3.60% 5.80%

Civilian Unemployment Rate 3.80% 15.90% I 3.70% 10.20% 6.60%
ISM Index 43.20 | 51.20 47.90 53.10
Retail Sales -8.60% -46.20% | 3.60% -4.10% 11.90%
WTI Oil Price $46 s27 | 857 $37 $42
CPI Core (Y/Y) 2.40% 1.30% | 2.30% 0.80% 2.10%
Fed Funds Rate 0.08% 0.08% | 2.13% 0.34% 0.27%
2-Year Note Yield 0.23% 0.30% | 1.92% 0.45% 0.52%
10-Year Note Yield 0.70% 0.75% | 2.09% 0.89% 0.98%
Eurozone GDP 0.10% -1.50% | 1.20% -5.20% 4.70%
U.K. GDP 0.00% 0.20% | 1.40% -5.00% 3.10%
World GDP (Y/Y) na na | 290% -3.00% 5.80%
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Economic Indicators

(As of June 2, 2020)

Conning Baseline Forecast

Actual

1Q20

Forecast

2Q20

Actual

2019

Forecast

2020

2021

Gross Domestic Product -36.00%

Real GDP (Q4/Q4) 2.30% -3.60% 5.80%
Civilian Unemployment Rate 3.80% 15.90% 3.70% 10.20% | 6.60%
ISM Index 50.00 43.20 51.20 47.90 53.10
Retail Sales | s60% | -46.20% 3.60% -4.10% 11.90%
WTI Oil Price | 346 $27 $57 $37 $42
CPI Core (Y/Y) | 240% 130% | 230% 0.80% 2.10%
Fed Funds Rate | oo08% 0.08% 2.13% 0.34% 0.27%
2-Year Note Yield | o023% 0.30% 1.92% 0.45% | 0.52%
10-Year Note Yield | o70% 0.75% 2.09% 0.89% | 0.98%
Eurozone GDP | o.10% -1.50% 1.20% -5.20% 4.70%
U.K. GDP | o.00% 020% | 1.40% -5.00% 3.10%
World GDP (Y/Y) | na | 290% -3.00% 5.80%
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Spreads — Recent History, Current, Forecast

Current Spreads and Forecasts (OAS)

March 2020
(Actual)

May 2020
(Actual)

December 2020

(Forecast)

Investment Grade Corporates

High Yield

Emerging Markets

Mortgage-Backed Securities
Asset-Backed Securities

Commercial Mortgage-Backed Securities
Tax-Exempt Municipals

Taxable Municipals

S&P 500

373
1100
719
132
325
260
343
262
2,237

174
637
448
73
111
158
128
210
3,044

130
510
355
40
55
100
75
165
3,450
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Corporate Credit Cycle

Recover Finance
Energy
Utilities
. Utilities
Basics
Leverage Consumer Non-Cyclical
Falling
Communications Communications
Technology
Basics
Energy
Capital Goods
_ Consumer Cyclical
Repair REITs

(0 CONNING

High
Growth

Insurance Reach
Banking

Consumer Cyclical
REITs
Transportation
Technology

Capital Goods

Current Positions:
Overweight
Marketweight
Underweight

Position as of 12/31/19

Banking
Consumer Non-Cyclical
Insurance

Finance

Transportation Decline

Low
Growth

Leverage
Rising

Prepared by Conning, Inc.
As of June 8, 2020
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The Rise of BBB Rated Debt

Corporate Index Spread as Percentage to

Yield-to-Worst
(April 2001-April 2020)
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Growth of U.S. Corporate Debt and BBB,
BBB- Exposures
(2005- April 2020)
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6,000
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as of 2/28/2020
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Prepared by Conning, Inc. Source: Bloomberg Index Services Limited. Used with permission
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Increasing Exposure to BBB Bonds
BBB-rated Bond Holdings of Life-Annuity Industry

As % of Total Bonds

35%
33%
31%
29%
27%

25%
2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019°

Prepared by Conning, Inc. Source: Copyright 2020, S&P Global Market Intelligence
*Estimate
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High Yield Bonds Have Been a Decreasing Portion of the Portfolio

Below Investment Grade Bond Holdings of Life-Annuity Industry
As % of Total Bonds

mNAIC Class 3(BB) m®mNAIC Class 4 (B) NAIC Class 5 (CCC) NAIC Class 6 (CC-D)
8%

7%

6%

5%
4%
3%
2%
1%
0%
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Prepared by Conning, Inc. Source: Copyright 2020, S&P Global Market Intelligence
*Estimate
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Increasing Allocations to Mortgages In Pursuit of Income
Mortgage Holdings of Life-Annuity Industry

As % of investable assets

15%
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10%

9%
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Prepared by Conning, Inc. Source: Copyright 2020, S&P Global Market Intelligence
*Estimate
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Increasing Exposure to ABS, Decreasing RMBS Holdings

Structured Security Holdings of Life-Annuity Industry

As % of Total Bonds
ERMBS mCMBS mABS

25%

20%
15%
10%
5%
0%

2011 2012 2013 2014 2015 2016 2017 2018 2019*

Prepared by Conning, Inc. Source: Copyright 2020, S&P Global Market Intelligence
*Estimate
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Commercial Real Estate

Pros

cons

Commercial
Mortgage Loans

REITs

CMBS

(0 CONNING

Growing exposure and key source of yield for
life insurers

Diversifying asset with larger investable universe
and low correlations

Attractive alternative to CMBS with better underlying
assets and investor protection

Entered cycle with strong balance sheets
Resilient rent collection for most property types
Debt capital markets have improved

Structural protections should limit losses
Broad investment base benefits market liquidity
Credit performance was strong heading into crisis

Large life insurers carry greater exposure

Underlying assets suffer from the same negative
fundamental trends as all commercial real estate

Malls, hotels and senior housing properties most
pressured

Tenants disrupted by social distancing and stay at
home orders

Office and retail properties most affected from acceleration
of trends from pandemic

Heightened balloon maturity risk due to interest-only loans
Mixed implications from TALF program
CMBS market could lose market share to competition
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Structured Market Opportunities

9.00
ABS Blue Aircra
8.50 o f.

8.00
Agency MBS Green

7.0 | Non Agency MBS Red
7.00 | CMBS Purple

6.50 Recommendations

6.00

5.50 EsotericP

ABS
o 5.00 CMABSP
D 4.50
> 4.00 : RPL
Subprime A
3.50 Non-QM A |Consumer AI I RPL AI 10Y Corp
3.00 A 'S “ Prime ) BBB
RPL AAA
2.50 Non-QM AAA 10YC
AAA . L orp
2.00 Equpiment @) iAg L A
1.50 O ves AAA O
’ 5Y Corp CMBS
0.50 Subprime Q
0.00 Auto AAA Auto AAA Credit Card AAA
1.5 2.5 3.5 4.5 55 6.5 7.5 8.5 9.5 10.5

Duration (floating rate securities use spread duration)

Prepared by Conning, Inc as of June 5, 2020.
Data Source: Bloomberg Index Services Limited. Used with permission
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Structured Market Opportunities

Pros

cons

AAA CLOs

Non-QM

Esoteric
(Container)

(0 CONNING

= Attractive spreads versus corporates and on-the-run ABS
= Limited projected new issuance is a strong positive technical

= Robust structural protection with high enhancement
levels

= Collateral consists of many diverse sectors

= High Quality: Near prime borrowers with substantial
equity

= Structural Deleverage: Potential for upgrades over time
= Exceptional Yield: Yield advantage relative to other sectors

= Long term leases with staggered lease expirations
creates cashflow stability

= Bond valuations are attractive versus corporate alternatives
= Diversification from consumer-based ABS

Short Duration: May not meet portfolio needs
Negative Convexity: Prepayment risk exists
Relatively New

Short Duration: May not meet portfolio needs
Negative Convexity: Prepayment risk exists
Relatively New: Performance history is short

Potential headline risk due to potential global
trade disruption

33



Sector Recommendations

Market Call

Asset Class

Overweight

A

Marketweight

Underweight

v
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Investment-Grade Corporates
Private Placements
Tax-Exempt Municipals
Taxable Municipals
Asset-Backed Securities

High-Yield Corporates

Bank Loans

Emerging Markets

Collateralized Loan Obligations (CLOSs)

Mortgage-Backed Securities
Commercial Mortgage-Backed Securities
Treasurys

Agencies

34



THE UNKNOWNS...
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Insurer M&A Down Globally, Muted Outlook for 2020

Historical Number of Life-Annuity Global Insurance Mergers & Acquisitions

= Trend ——Linear (Transactions)
90

80
70
60
50
40
30
20

10

0
2014 2015 2016 2017 2018 2019

Prepared by Conning, Inc. Sources: Company press releases, public filings, and news articles.
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Insurers Seeking Insurtech Advantage via External Investments

Accelerator -Seed Early Stage Growth
<$10M $10M - $50M $50M+

Insurers

Prepared by Conning, Inc.
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S&P 500 Performance in Election Years
S&P 500 Performance 3 Months Prior to S&P 500 Average Performance:

Presidential Election Presidential Election Years & Incumbent
Vear S&P500Price  Incumbent Party Outcome

Return Party
128 14.91% Won v (1933-2019)
'32 -2.56% Lost v _
136 792@/0 \;5 i = |Incumbent Part Lost =~ eceee- Non-Pres. Election Year

. (] on
40 8.56% Won v 110 - === Incumbent Party Won
'44 2.29% Won Vv
48 5.36% Won v 107
152 326% Lost v
56 2.58% Won X
60 -0.74% Lost v 104
64 2.63% Won v
'68 6.45% Lost X
"2 6.91% Won v
101 -

76 -0.09% Lost v
'80 6.73% Lost X
'84 4.80% Won vV o8 4
88 1.91% Won v
92 1.22% Lost v
V96 8.170/0 Won v 95 T T T T T T T T T T T
o o2 Fost Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec
04 2.16% Won v
108 ~19.48% Lost Vv
12 245% Won \/ Source: Copyright 2020 Strategas Securities, LLC « DBA Strategas Research Partner — used with permission

-1.90% Lost v

'16
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The Unknown Unknowns...

70092
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DISCUSSION
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COVID-19 Updates [shhilial=

Life Insurance Industry’s Response.

Visit =l IRl Vele)als KR fOr articles, resources, webinars,
and updates.



e,
JACLI ).

June 25, 2020 | 1:00 PM EDT

BI:FYI — A Webinar Series on Federal and State Best Interest Initiative
Part 1: Enhancing Industry Best Interest Practices
Presented by Eversheds Sutherland

June 26, 2020 | 1:00 PM EDT

Financing the COVID-19 Rescue Package: Short and
Long Run Implications for the U.S.
Presented by [y

NEAM . Management



DISCLOSURES
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Additional Source Information

Copyright 2020, S&P Global Market Intelligence. Reproduction of any information, data or material, including ratings (“Content”) in any form is
prohibited except with the prior written permission of the relevant party. Such party, its affiliates and suppliers (“Content Providers”) do not
guarantee the accuracy, adequacy, completeness, timeliness or availability of any Content and are not responsible for any errors or omissions
(negligent or otherwise), regardless of the cause, or for the results obtained from the use of such Content. In no event shall Content Providers be
liable for any damages, costs, expenses, legal fees, or losses (including lost income or lost profit and opportunity costs) in connection with any
use of the Content. A reference to a particular investment or security, a rating or any observation concerning an investment that is part of the
Content is not a recommendation to buy, sell or hold such investment or security, does not address the suitability of an investment or security and
should not be relied on as investment advice. Credit ratings are statements of opinions and are not statements of fact.

Bloomberg Index Services Limited. Used with permission. Bloomberg is a trademark of Bloomberg Finance L.P. and its affiliates (collectively
“Bloomberg”). Barclays is a trademark of Barclays Bank PLC (collectively with its affiliates, “Barclays”), used under license. Neither Bloomberg nor
Barclays approves this material, guarantees the accuracy of any information herein, or makes any warranty as to the results to be obtained
therefrom, and neither shall have any liability for injury or damages arising in connection therewith.
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Primary Risk of Investment Strategies

Structured Credit

= Investment Risk - The potentially complex structure of the security may produce unexpected investment results not based on default or recovery statistic

= Valuation Risk - Valuation of structured credit products are provided by third parties, based on models, indicative quotes, and estimates of value, in addition to historical trades. There is inherent difficulty
in valuing these assets, and there can be no assurances the assets can be disposed of or liquidated at the valuations established, or that published returns will be achieved

= Underlying Asset Credit Risk - During periods of economic uncertainty and recession, the incidence of modifications and restructurings of investments may increase, resulting in impairments to the
underlying asset value

= Economic Risk - Changing economic, political, regulatory or market conditions, interest rates, general levels of economic activity, the price of securities and debt instruments and participation by other
investors in financial markets may affect the value of the structured security and all other asset classes

Fixed Income Primary Risks
= Fixed-income portfolios are subject to a variety of risks including, but not limited to, interest rate, yield curve, credit, liquidity and reinvestment risk

Corporate Bonds - Below Investment Grade (High Yield Bonds)

= Market Risk - Market, or systematic, risk is the risk that individual securities may be correlated with general market downturns regardless of the particular business conditions and outlook for the
individual companies

= Credit Risk — eroding fiscal health in issuing companies resulting in inability to meet debt obligations

= Inflation Risk - Inflation erodes the purchasing power of future cash flows from investments. In times of high inflation the value of securities may be reduced

= Liquidity Risk - Liquidity risk can occur when market conditions do not allow transactions to be made in a quick and orderly fashion in relation to indicative market prices

Corporate Bonds

= Market Risk - Market, or systematic, risk is the risk that individual securities may be correlated with general market downturns regardless of the particular business conditions and outlook for the
individual companies

= Credit Risk — eroding fiscal health in issuing companies resulting in inability to meet debt obligations

= Inflation Risk - Inflation erodes the purchasing power of future cash flows from investments. In times of high inflation the value of securities may be reduced

= Liquidity Risk - Liquidity risk can occur when market conditions do not allow transactions to be made in a quick and orderly fashion in relation to indicative market prices
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Disclosures

Conning, Inc., Goodwin Capital Advisers, Inc., Conning Investment Products, Inc., a FINRA-registered broker dealer, Conning Asset Management Limited, Conning Asia Pacific Limited and
Octagon Credit Investors, LLC are all direct or indirect subsidiaries of Conning Holdings Limited (collectively, “Conning”) which is one of the family of companies owned by Cathay Financial
Holding Co., Ltd., a Taiwan-based company. Conning has offices in Boston, Cologne, Hartford, Hong Kong, London, New York, and Tokyo. Global Evolution Fondsmaeglerselskab A/S and
its group of companies (“Global Evolution”) are affiliates of Conning with their head office located in Kolding, Denmark.

Conning, Inc., Conning Investment Products, Inc., Goodwin Capital Advisers, Inc., Octagon Credit Investors, LLC, and Global Evolution USA, LLC are registered with the Securities and
Exchange Commission (“SEC”) under the Investment Advisers Act of 1940 and have noticed other jurisdictions they are conducting securities advisory business when required by law. In
any other jurisdictions where they have not provided notice and are not exempt or excluded from those laws, they 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.

Conning, Inc. is also registered with the National Futures Association and Korea’s Financial Services Commission. Conning Investment Products, Inc. is also registered with the Ontario
Securities Commission. Conning Asset Management Limited is Authorised and regulated by the United Kingdom's Financial Conduct Authority (FCA#189316), Conning Asia Pacific Limited
is regulated by Hong Kong's Securities and Futures Commission for Types 1, 4 and 9 regulated activities, and Global Evolution Fondsmeeglerselskab A / S (FSA #8193) is regulated by
Finanstilsynet (the Danish FSA). Conning and Global Evolution primarily provide asset management services for third-party assets.

All investment performance information included within this material is historical. Past performance is not a guarantee 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 (for all US entities), which may be obtained by calling us.
Legal Disclaimer

©2020 Conning, Inc. This document and the software described within are copyrighted with all rights reserved. No part of this document may be distributed, 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 and Global Evolution, as
applicable. Neither Conning nor Global Evolution make any warranties, express or implied, in this document. In no event shall Conning or Global Evolution, as applicable be liable for
damages of any kind arising out of the use of this document or the information contained within it. This document is not intended to be complete, and we do not guarantee its accuracy. Any
opinion expressed herein is subject to change at any time without notice.

This document contains information that is confidential or proprietary to Conning (or their direct and indirect subsidiaries or Global Evolution, as applicable). 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 or Global Evolution, as applicable, 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 or
Global Evolution, as applicable, 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 in the U.S. of Conning, Inc. Copyright 1990-2020 Conning, Inc. All rights reserved. ADVISE®, FIRM®, and GEMS® are proprietary
software published and owned by 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 or Global Evolution for investment advisory services. This information is not intended to be nor should it be used as investment advice.
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