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Correlation Regimes

Correlation between stocks and bonds is the foundation of target date portfolios, driving asset WILL CHAU, CFA
allocation for these portfolios and outcomes for retirees. How have shifting correlation levels in
recent years affected these portfolios, and could a shift in bond sector allocations improve
potential outcomes?
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The ups and downs of correlations o

Negative correlations between stocks and bonds that target date funds depend on held up well
after the passage of the Pension Protection Act from 2006 through 2020. When stocks declined,
bonds provided ballast to these portfolios (Figure 1).

However, prior to 1997, stocks and bonds experienced extended periods of positive correlations,
driven by variable inflation and financial crises. But amid the benign inflation environment of 1998
to 2021, the relationship between stocks and bonds supported target date fund diversification.

FIGURE 1: HISTORICAL STOCK AND BOND CORRELATIONS HAVE SHIFTED OVER TIME
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Source: Bloomberg Finance L.P., as of 31-Dec-25. Correlations shown between the Bloomberg Long U.S. Treasury Bond Index and the S&P
500 Index. The S&P 500 Index is a market-capitalization-weighted price index composed of 500 widely held common stocks. Returns for
the S&P 500 Index from 1926 to 1969 are calculated by Ibbotson and are represented by the SBBI U.S. Large Stock Index. Returns from
1970 to 2025 are for the S&P 500 Index. Returns for the Bloomberg Long U.S. Treasury Bond Index are shown from Feb. 1987-2025. Prior
returns for 1926-Jan. 1987 are represented by the SBBI U.S. Long-Term Government Bond Index.
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This relationship broke down in 2022 when stocks and bonds fell together as the Federal Reserve (Fed) embarked on its rate increase
cycle in response to inflationary pressures following the COVID pandemic.

Stocks and bonds fell in tandem. Common target date bond portfolios, invested in investment-grade “core” bonds benchmarked to
the Bloomberg U.S. Aggregate Bond Index, were down 13% while the S&P 500 Index fell 18% in 2022. Stock/bond correlations flipped
sharply positive, where it has remained since.

Pre-retirement vintage-year target date funds, which are mostly invested in stocks, benefited from the subsequent stock market rebound.
However, post-retirement vintage-year target date funds, which typically hold sizable allocations to core bonds, struggled. To date, the
median target date retirement vintage fund has remained below water (adjusted for inflation) since 2021, representing a five-year
negative real return for retired participants.' Even worse, retirees are typically the least able to make up this kind of shortfall in future
returns.

The tailwind from declining interest rates that benefited bond investors since the early 1980s proved to be a major headwind as the
Fed raised rates. Compounding this, the duration (interest rate sensitivity) of the Bloomberg U.S. Aggregate Bond Index rose 83% from
the end of 2008 to late 2021, peaking just as the Fed raised rates and leading to the worst-ever year of total returns for the index.? The
very characteristic of core bonds, which made it an attractive diversifier to stocks, intermediate duration, changed while target date
glidepaths largely remained the same.

Addressing duration and correlation challenges

We believe the rise in stock/bond correlations and heightened interest rate sensitivity of the Bloomberg U.S. Aggregate Bond Index calls
for a change in target date glidepaths. Modern glidepaths require a more nuanced approach to basic core bond diversification with lower
interest rate sensitivity, fewer drawdowns, and higher income. Enter Allspring’s U.S. Short-Term High Income (STHI) strategy.

STHI seeks to generate a consistent stream of high income with limited default and duration risk through all market environments by
avoiding the lowest-quality tier within the leveraged finance markets. The strategy invests primarily in a diversified portfolio of non-
investment-grade corporate debt securities with an average maturity of three years or less.

FIGURE 2: TOTAL RETURNS (%)
Allspring U.S. Short-Term High Income strategy

AS OF 31-DEC-25 YTD* 1 YEAR 3 YEAR 5 YEAR 10 YEAR
Composite (gross) 7.30 7.30 7.56 5.10 4.87
Composite (net) 6.85 6.85 7.08 4.61 4.37
ICE BofA 1-3 Year BB Cash Pay High Yield Index 7.22 7.22 7.59 4.50 4.99

Sources: Allspring and ICE Bank of America, as of 31-Dec-25. Performance is historical and does not guarantee future results. For more information, please refer to the GIPS composite
report found in the documents section.

1. Source: Morningstar, from 01-Jan-21 to 31-Dec-25.
2. Note that the duration of the Bloomberg U.S. Aggregate Bond Index remains 63% higher than end of 2008 levels as of 31-Dec-25.
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We believe the strategy’s design offers a diversifying asset for target date portfolios, with potential for high consistency (positive
returns), elevated yield, infrequent drawdowns, and resiliency during periods of rising yields.

Allspring’s STHI strategy has delivered positive returns in 78% of monthly periods and 99% of rolling 20-year periods over the past 20
years. It's had fewer quarterly drawdowns and recovered faster from those drawdowns compared with other bond sectors (Figures 3 and 4).

FIGURES 3 & 4
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Income strategy has had fewer quarterly drawdowns ...

Allspring U.S. Short-Term
High Income strategy

Bloomberg 1-3 Year

Gov/Credit i

ICE BofA U.S. High

Yield 19

Bloomberg U.S.

Aggregate Bond 2

Bloomberg U.S.

Corporate 48

Bloomberg U.S.

Treasury &0

0 10 20 30 40
Calendar quarters with negative returns
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STHI also has outperformed the Bloomberg U.S. Aggregate Bond Index and other short-duration bonds in prior periods of rising yields
(Figures 5 and 6). Over the five-year period (2021 to 2025) when the Bloomberg U.S. Aggregate Bond Index returned a cumulative
-1.8%, STHI rose 25.1%, providing true resiliency in the face of rising stock/bond correlations and rising yields.

FIGURES 5 & 6: PERIODS OF RISING RATES (2010-2025)
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Sources: Allspring, Bloomberg Finance L.P., and ICE Bank of America, as of 31-Dec-25. U.S. aggregate = Bloomberg U.S. Aggregate Bond (LBUSTRUU) Index, 1-3 year gov/credit =
Bloomberg U.S. 1-3 Year Government/Credit (LGC3TRUU) Index , 1-5 year BBB corporates = ICE BofA 1-5 Year BBB U.S. (CVA4) Index. 31-Dec-09 through 31-Dec-25. Total returns, not
annualized for periods longer than one year. Past performance is no guarantee of future results.

We believe that Allspring’s U.S. Short-Term High Income strategy has the potential to add resiliency to target date glidepaths. A modest
allocation to STHI in target date portfolios (e.g., 10% of core bonds) may complement core bond exposure to reduce its interest rate
sensitivity, improve drawdown performance, and increase bond income. Stock and bond correlations have evolved along with the
benchmark for core bonds. Perhaps it's time to evolve target date bond allocations to improve resiliency in future environments.
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GIPS® composite report
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Composite: U.S. Short-Term High Income
PRIMARY INDEX ICE BofA 1-3 Yr BB Cash Pay High Yield Index
ANALYSIS DATE 31-Dec-25
Period Gross anr;ual Net anngal Primary irldex 33?2:;?3;?(1 P;;/T:gﬂ'g:ilx . Internal . Number of Composite Total firm
return (%) return (%) return (%) deviation (%) deviation (%) dispersion (%)  accounts assets ($M) assets ($M)
2025 7.30 6.85 7.22 1.93 2.08 N/A 1 2,536.8 479,205
2024 7.26 6.81 6.69 4.01 4.10 N/A 1 2,005.6 458,112
2023 8.11 7.59 8.86 3.97 4.05 N/A 1 1,745.8 432,838
2022 -1.21 -1.7 -3.07 5.45 6.24 N/A 1 1,549.8 374,321
2021 4.32 3.80 3.24 4.28 5.35 N/A 1 1,003.4 483,747
2020 6.14 5.62 5.44 4.33 5.38 N/A 2 959.9 508,914
2019 7.51 6.97 8.69 1.47 1.68 N/A 2 1,112.0 419,579
2018 1.37 0.86 1.34 1.14 1.77 N/A 2 1,086.5 371,582
2017 3.05 2.54 6.64 1.35 2.17 N/A 3 1,878.3 385,111
2016 5.29 4.77 8.46 1.66 2.36 N/A 3 1,838.9 330,718
1-year 7.30 6.85 7.22
5-years 5.10 4.61 4.50
10-years 4.87 4.37 4.99

Source: Allspring Global Investments
Disclosures

Allspring Global Investments (Allspring) claims compliance with the Global Investment Performance Standards (GIPS®) and has prepared and presented this report in compliance with the GIPS standards.
Allspring has been independently verified for the periods January 1, 1997 - December 31, 2024. A firm that claims compliance with the GIPS standards must establish policies and procedures for complying
with all the applicable requirements of the GIPS standards. Verification provides assurance on whether the firm’s policies and procedures related to composite and pooled fund maintenance, as well as the
calculation, presentation, and distribution of performance, have been designed in compliance with the GIPS standards and have been implemented on a firm-wide basis. The U.S. Short-Term High Income
Composite has had a performance examination for the periods January 1, 2014 - December 31, 2024. The verification and performance examination reports are available upon request.

For the purpose of complying with GIPS, the GIPS firm is defined as Allspring. Since the GIPS firm’s creation in 1996, the firm has acquired a number of investment teams and/or assets through mergers or
acquisitions which include assets and/or investment teams from Wells Capital Management, EverKey Global Partners, Wells Fargo Asset Management (International) Limited, Analytic Investors, LLC, Golden
Capital Management, LLC, Wells Fargo Asset Management Luxembourg S.A. and Wells Fargo Funds Management, LLC (WFFM).

The U.S. Short-Term High Income (formerly named U.S. Short-Term High Yield) Composite (Composite) consists of all discretionary accounts managed in this style. The Composite contains accounts investing primarily
in below investment grade corporate bonds and leveraged loans and aims to produce positive returns with low volatility in all market environments, within the constraints of a long only strategy. Accounts typically
have a duration between one and three years. Certain accounts included in the Composite may utilize futures, options, swaps, and forward contracts for the purposes of hedging or creating synthetic positions. The
accounts have the ability to invest up to 100% of their assets in such securities. More restrictive investment limitations may be imposed. Investment results are measured versus the ICE BofA 1-3 Yr BB Cash Pay High
Yield Index. On October 8, 2025, Chris Lee, senior portfolio manager, was removed from the U.S. High Yield Strategy. The Composite creation date and inception dateis July 1, 1997.

Composite returns are net of transaction costs and non-reclaimable withholding taxes, if any, are expressed in U.S. dollars, and reflect the reinvestment of dividends and other earnings. Gross Composite
returns do not reflect the deduction of investment advisory fees. Net Composite returns are calculated using a model investment advisory fee, which is the maximum annual advisory fee based upon the fee
schedule in effect during each respective performance period. Any changes to the fee schedule are reflected in the calculation of the net Composite returns beginning with the period in which the fee schedule
is revised. Actual fees may vary depending on, among other things, the applicable fee schedule and portfolio size. Allspring’s fee schedules are available upon request and may also be found in Part 2 of Form
ADV. The published fee schedule for this strategy is 0.42% for the first $100mm, 0.3 7% for the next $100mm, and 0.32% over $200mm. Additional information regarding Allspring’s policies for valuing
investments, calculating performance and preparing GIPS Composite Reports is available upon request. A list of composite descriptions, a list of limited distribution pooled fund descriptions, and a list of broad
distribution pooled funds are available upon request.

Internal dispersion is the equal weighted standard deviation of the annual gross returns of all accounts included in the Composite for the entire year. For years where there are 5 or fewer accounts in the
Composite for the entire year, dispersion is not presented as it is not a meaningful statistical calculation. The 3-year annualized standard deviation measures the variability of the gross Composite returns and
the index returns over the preceding 36-month time period.

Index returns are provided to represent the investment environment existing during the time periods shown and are not covered by the report of independent verifiers. The ICE BofA 1-3 Yr BB Cash Pay High
Yield Index tracks the performance of BB rated U.S. dollar-denominated corporate bonds publicly issued in the U.S. domestic market with maturities of 1 to 3 years. For comparison purposes, the index is fully
invested, which includes the reinvestment of income. The returns for the index are net of transaction costs as of July 1, 2022 and do not include management fees or other costs.

Actual performance results may differ from Composite returns, depending on the size of the account, investment guidelines and/or restrictions, inception date and other factors. Performance for some
accounts in this Composite may be calculated by third parties that use different security pricing and performance methodologies. Past performance is not indicative of future results. As with any investment
vehicle, there is always the potential for gains as well as the possibility of losses. GIPS®is a registered trademark of CFA Institute. CFA Institute does not endorse or promote this organization, nor does it
warrant the accuracy or quality of the content contained herein.
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For further information

We're committed to thoughtful investing, purposeful planning,
and the desire to deliver outcomes that expand above and
beyond financial gains.

Click or scan the QR code to check out Allspring’s insights:
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STRATEGY RISKS

MARKET RISK: Security markets are volatile and may decline significantly in response to adverse issuer, regulatory, political, or economic developments with different sectors of
the market and different security types reacting differently to such developments.

DEBT SECURITIES RISK: Debt securities are subject to both credit and interest rate risk. Credit risk is the possibility that the issuer or guarantor of a debt security may be unable,
or perceived to be unable or unwilling, to pay interest or repay principal when they become due, and credit risk increases as an issuer’s credit quality or financial strength
declines. Interest rate risk is the possibility that interest rates will change over time such that when interest rates rise, the value of debt securities tends to fall and the longer the
terms of the debt securities held the greater the impact of this risk.

HIGH YIELD RISK: If a strategy invests in high yield securities (commonly known as junk bonds), these securities are considered speculative and have a much greater risk of
default or of not returning principal and their values tend to be more volatile than higher-rated securities with similar maturities.

FOREIGN SECURITIES RISK: If a strategy invests in the securities of non-U.S. issuers, these investments may be subject to lower liquidity, greater price volatility, and risks related
to adverse political, regulatory, market, or economic developments and may be affected by changes in foreign currency exchange rates.

Investors should know that this strategy deployed may be subject to additional investment risks. For important information about the investment manager, please refer to the
investment manager’s Form ADV Part 2, which is available upon request.

Diversification does not ensure or guarantee better performance and cannot eliminate the risk of investment losses.
For ICE BofA indices: Copyright 2026. ICE Data Indices, LLC. All rights reserved.

This marketing communication is for professional/institutional and qualified clients/investors only. Not for retail use. Recipients who do not wish to be treated as
professional/institutional or qualified clients/investors should notify their Allspring contact immediately.

THIS CONTENT AND THE INFORMATION WITHIN DO NOT CONSTITUTE AN OFFER OR SOLICITATION IN ANY JURISDICTION WHERE OR TO ANY PERSON TO WHOM IT WOULD BE
UNAUTHORIZED OR UNLAWFUL TO DO SO AND SHOULD NOT BE CONSIDERED INVESTMENT ADVICE, AN INVESTMENT RECOMMENDATION, OR INVESTMENT RESEARCH IN ANY
JURISDICTION.

INVESTMENT RISKS: All investments contain risk. Your capital may be at risk. The value, price, or income of investments or financial instruments can fall as well as rise
and is not guaranteed. You may not get back the amount originally invested. Past performance is not a guarantee or reliable indicator of future results.

Allspring Global Investments™ (Allspring) is the trade name for the asset management firms of Allspring Global Investments Holdings, LLC, a holding company indirectly owned by
certain private funds of GTCR LLC and Reverence Capital Partners, L.P. These firms include but are not limited to Allspring Global Investments Luxembourg, S.A.; Allspring Funds
Management, LLC; Allspring Global Investments, LLC; Allspring Global Investments (UK) Ltd.; Allspring Global Investments (Singapore) Pte. Ltd.; Allspring Global Investments
(Hong Kong) Ltd.; and Allspring Global Investments (Japan) Ltd.

Unless otherwise stated, Allspring is the source of all data (which is current or as of the date stated). Content is provided for informational purposes only. Views, opinions,
assumptions, or estimates are not necessarily those of Allspring or their affiliates and there is no representation regarding their adequacy, accuracy, or completeness. They
should not be relied upon and may be subject to change without notice. Any benchmark referenced is for comparison purposes only, unless specified.

Distribution in the United States: Allspring companies include but are not limited to Allspring Global Investments, LLC, and Allspring Funds Management, LLC. Certain products
managed by Allspring entities are distributed by Allspring Funds Distributor, LLC (a limited-purpose broker-dealer and Member FINRA/SIPC). Associated with Allspring is Galliard
Capital Management, LLC (an investment advisor that is not part of the Allspring trade name and GIPS company reporting).

Distribution in Canada: Allspring Global Investments, LLC (Allspring Investments), is not registered as an investment advisor in any of the Canadian provinces, is only authorized
to provide investment advisory services in Canada pursuant to an exemption available to foreign investment advisors under Canada’s National Instrument 31- 103 (NI 31-103),
and can provide such services only to permitted clients as defined under NI 31-103. Allspring Investments is registered as an investment advisor with the United States Securities
and Exchange Commission. Its head office is located at 1415 Vantage Park Drive, 3rd Floor, Charlotte, NC 28203, and, thus, substantially all of its assets are situated outside of
Canada. As a result, there may be difficulty enforcing legal rights against Allspring because of the above, and investors are directed to Blakes Vancouver Services, Inc., Allspring
Investments’ agent for service of process, in the event of any disputes at the following address, phone number, and email address: Blakes Vancouver Services, Inc., 595 Burrard
Street, Suite 2600, Three Bentall Centre, Vancouver, BC V7X 1L3; tel: +604-631-3300; e-mail lisa.marchese@blakes.com.

Credit-quality ratings apply to underlying holdings of the strategy and not the strategy itself. Standard & Poor's, Fitch Ratings, and Kroll Bond Rating Agency rate the
creditworthiness of bonds from AAA (highest) to D (lowest). Ratings from AA to CCC may be modified by the addition of a plus (+) or minus (-) sign to show relative standing within
the rating categories. Moody's rates the creditworthiness of bonds from Aaa (highest) to C (lowest). Ratings Aa to Caa may be modified by the addition of a number 1 (highest) to
3 (lowest) to show relative standing within the ratings categories. Credit quality and credit-quality ratings are subject to change.

©2026 Allspring Global Investments Holdings, LLC. All rights reserved. ALL-03112026-kcbd9dsq
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