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Europe’s defined contribution (DC) market grew at a rapid 12% pace in 2021, to 1.8 trillion euros. Over the next five
years, it's expected to expand at a cumulative 6% average growth rate—compared with just a 3.6% rate for the rest
of Europe’s pensions industry." Although DC assets represent just 17% of Europe’s total pension assets today, that
percentage is expected to climb to 20%—nearly 2.5 trillion euros—by 2026, according to Cerulli Associates.

Implementation of pension reforms in France and the Netherlands could lead to the Netherlands becoming the
second-largest DC market in Europe by 2030, with an estimated 20% of the country’s total pension assets in DC
plans. Meanwhile, in the UK, Europe’s largest DC market, the trend of consolidation within the DC market continues
and the vast majority of DC members save into larger, more stable master trusts.

As the European pension market evolves towards greater member control of investment decisions, we believe
fiduciaries should strive to provide investment options that are well diversified across asset classes (for example, as
target retirement funds are) and provide choices that represent the broad market opportunity within each asset
class. In this note, we explore possibilities for equity diversification within European DC plans.

Equity diversification FIGURE 1
Equities have the largest total allocation among European DC average small-cap % vs. market-cap %
European DC schemes, at 47% of aggregate plan 15

assets.? The actual percentage varies by country,
from 54% equities in the UK and the Netherlands to as
low as 25% and 21% equities in France and Denmark,
respectively.
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Although equities represent the highest allocation in
European DC portfolios, the equity choices available
in these portfolios exhibit minimal diversification,
particularly within small-cap equity. Mercer estimates
that the aggregate allocation to small-cap equity in
European DC equity portfolios is just 4%.2 This is a 4%

substantial underweight to global small-cap

companies that could serve as a diversifier to large-

cap equity holdings. In comparison, the MSCI All European DC average MSCI ACWI IMI
Country World Index Investable Market Index (ACWI

IMI) held a larger 12% small-cap allocation as of Sources: Allspring and Cerulli Associates

31 December 2022 (Figure 1).2
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In recent rolling three-year periods (from 2018 through 2022), the performance of global small-cap equities trailed
large-/mid-cap equities. However, over a longer span—from 1995 through 2022—global small caps outperformed
large-/mid-cap stocks in 66% of rolling three-year periods. In fact, from 2000 through 2017, global small caps enjoyed
a nearly uninterrupted 17-year stretch of outperformance over rolling three-year periods (Figure 2).

FIGURE 2

Global small-cap excess return over large-/mid-cap equities
(Rolling 3-year periods from 1995-2022)
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Source: Morningstar Direct. Global small cap represented by MSCI ACWI Small PR and global large/mid cap by MSCI ACWI PR.

Despite the lengthy period of relative outperformance, global small caps and large/mid caps have tended to exhibit a
cyclical relationship over longer periods. In the absence of an informed view, we believe a market-neutral allocation to

small-cap equity is favourable. This approach may offer the potential to capture the broad market opportunity over
the long term.

Global small-cap equity: domain of active management

Historically, the majority of actively managed global small-cap strategies have outperformed their passive benchmarks
with regularity: in 90% of rolling three-year periods since 2000, the majority of global small-cap managers outperformed
their benchmarks, gross of fees. Even assuming a 1% fee hurdle, our data shows that the majority of global small-cap
strategies outperformed their benchmarks in 55% of rolling three-year periods since 2000.

FIGURE 3

Median global small-cap strategy outperformancerelative to respective benchmark

(Rolling three-year periods Jan-00 through Dec-22)
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Sources: Allspring and eVestment. The universe depicted includes all strategies in eVestment's Global Small Cap Equity universe, including inactive products today that
were live during the historical periods. For each strategy, the excess return is relative to the manager's preferred benchmark (MSCI ACWI Small Cap Index, MSCI World
Small Cap Index, or S&P Developed Small Cap Index).

Past performance is not a guarantee or reliable indicator of future results.
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Figure 3 shows the median excess return (gross of fees) of global small-cap strategies in rolling three-year periods
since 2000. Except for periods of negative excess return in 2003 and 2005, the median cumulative excess returns
of global small-cap strategies have surpassed their benchmarks.

Of course, investors aren’t using active managers to obtain just median performance. They expect stronger
outperformance from top-quartile global small-cap managers. In our examples, we’ve used the median cumulative
outperformance simply to illustrate the potential opportunity for active managers within global small caps. These
managers have a much broader set of stock opportunities to select from in their efforts to outperform the index
than large-cap managers do, as evidenced by the number of holdings within their respective indexes: within the
MSCI ACWI Small Cap Index, there are 6,269 small-cap companies, whilst within the MSCI ACWI, there are 2,885.2

Moreover, the disparity between the number of analysts covering small-cap stocks versus large-cap stocks creates
greater informational inefficiencies for active managers seeking an edge to exploit. The median analyst coverage of
US large-cap stocks was 13 in 2017 compared with a median of 5 analysts for mid-cap stocks and fewer still for
small-cap stocks.*

Also, active managers can address environmental, social and governance (ESG) risks/opportunities with small
companies and potentially influence the company to strengthen consideration of ESG in making decisions. The
inherent nimbleness of small-cap companies along with easier access to their senior leaders can help in bringing
investors’ concerns forward and potentially effect action. In turn, greater engagement and influence with small
companies on ESG considerations can create a halo effect that encourages other companies to be better stewards
on ESG issues.

Concluding remarks

We believe that equity diversification in European DC markets can be enhanced with a market-cap-neutral
allocation to global small-cap equities and that global small caps provide strong potential for active managers to
add excess return to equity portfolios.

ENDNOTES

1. Cerulli—European Retirement Industry 2022

2. Mercer European Asset Allocation Insights 2021—DC Trends
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APPENDIX

Special Global Small Cap Equity performance
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INVESTMENT OBJECTIVE

Seeks to deliver long-term capital appreciation by
investing primarily in global small-capitalization
companies with above average capital appreciation
potential and below average risk.

BENCHMARKS

Primary: MSCI World Small Cap (Net) Index
Secondary: S&P Developed Small Cap (Net) Index

INCEPTION DATE
01 June 2012

As of 31 December 2022

STRATEGY RISKS

Market risk: Stock values fluctuate in response to the
activities of individual companies and general market
and economic conditions.

Managementrisk: Investment decisions, techniques,
and analyses implemented by the manager may not
lead to expected returns of the team.

Stylerisk: Style factor exposure including but not
limited to, beta, growth, value, liquidity, etc. can
perform differently and shift in and out of favor
through a market cycle.

Smaller company securitiesrisk: Securities of
smaller market capitalization companies tend to have
more volatility and less liquidity compared to larger
companies.

Source: Allspring Global Investments benchmark/index source: FactSet. All returns for periods greater than one year are annualised.

Past performance is not a reliable indicator of future results.
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GIPS® composite report
Special Global Small Cap Equity
PERIOD GROSS ANNUAL | NET ANNUAL | PRIMARY INDEX | SECONDARY INDEX COMPOSITE PRIMARY INDEX SECONDARY INDEX INTERNAL NUMBER OF COMPOSITE TOTALFIRM

RETURN (%) RETURN (%) RETURN (%) RETURN (%) 3YRSTDDEV (%) | 3YRSTDDEV(%) | 3YRSTDDEV(%) | DISPERSION (%) | ACCOUNTS | ASSETS ($-MM) | ASSETS ($-MM)
2022| -22.97 -23.72 -18.76 -18.71 21.55 24.11 24.34 N.A. 7 845.1 374,321
2021 22.75 21.61 15.75 14.77 17.39 21.39 21.52 N.A. 4 569.9 483,747
2020, 11.30 10.24 15.96 15.71 18.56 22.80 22.97 N.A. 3 383.3 508,914
2019| 26.37 25.14 26.19 25.55 11.66 12.94 13.07 N.A. 1 290.0 419,579
2018 -10.01 -10.91 -13.86 -14.17 12.05 12.61 12.72 N.A. 1 271.0 371,582
2017 25.95 24.72 22.66 22.79 10.42 10.93 10.78 N.A. 1 270.2 385,111
2016 20.44 19.26 12.71 11.08 11.53 12.22 12.00 N.A. 1 225.8 330,718
2015 0.38 -0.62 -0.31 0.24 10.64 11.26 11.09 N.A. 1 223.4 349,342
2014 1.68 0.67 1.90 1.81 N.A. N.A. N.A. N.A. 1 257.8 351,065
2013| 29.05 27.79 32.38 32.04 N.A. N.A. N.A. N.A. 1 306.8 357,113

Primary Index: MSCI World Small Cap (Net)
Secondary Index: S&P Developed SmallCap (Net)

IP = Returns are for the period from June 1, 2012 (Inception) through December 31,2012.

Source: Allspring.

1. 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 through December 31,202 1. The verification reports are available upon request. 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. Verification does not provide assurance on the accuracy of any specific performance report.

2. 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).

3. The Special Global Small Cap Equity Composite (Composite) includes all discretionary accounts managed in this style. The strategy seeks long term capital appreciation by principally investing in
equity securities of small sized global companies in developed markets. The U.S. portion of the portfolio is managed with a valuation tilt, while the international portfolio is managed with a growth tilt.
Stock selection seeks toidentify high quality companies that are well managed, are positioned to achieve above average increases in revenue, possess free cash flow, or otherwise have strong
prospects for continued growth or that are undervalued relative to an assessment of their intrinsic value. Investment results are measured versus the MSCI World Small Cap (Net) Index and the S&P
Developed SmallCap (Net) Index. The benchmark was changed from S&P Developed SmallCap (Net) Index to MSCI World Small Cap (Net) Index on June 1, 2022, for all periods. The S&P Developed
SmallCap (Net) Index was kept as the secondary benchmark. The Composite creation and inception date is June 1,2012.

4. Composite returns are net of transaction costs and non-reclaimable withholding taxes, if any, are expressed in US 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 0.95% for the first $50mm, and 0.85% over $50mm. Additional information regarding Allspring’s
policies for valuing investments, calculating performance and preparing GIPS Composite Reports is available upon request. The firm's list of broad distribution pooled funds and list and descriptions
of the limited distribution pooled funds are also available upon request.

5. 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 fewer than 5
accounts in the Composite for the entire year, dispersion is not presented asit 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. The notation “N.A.” (not available) will appear for periods, if any, where 36 monthly returns are not available
for the Composite and/or the index.

6. 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 MSCI World Small Cap
(Net) Index captures small cap representation across 23 Developed Markets (DM) countries. With 4,502 constituents, the index covers approximately 14% of the free float-adjusted market
capitalization in each country. The market capitalization range that defines the small cap universe is USD 200 - 1,500 million in terms of the company’s full market capitalization. The S&P Developed
SmallCap (Net) Index comprises the stocks representing the lowest 15% of float-adjusted market cap in each developed country. Itis a subset of the S&P Global BMI Index. The S&P Global BMI Index
is acomprehensive, rules-based index designed to measure global stock market performance. The index covers all publicly listed equities with float adjusted market values of US$ 100 million or
more and annual dollar value traded of at least US$ 50 million in all included countries. The S&P Global BMIis made up of the S&P Developed BMI and the S&P Emerging BMI indices. For comparison
purposes, the index is fully invested, which includes the reinvestment of income. The returns for the index do not include any transaction costs, management fees or other costs.

7. 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. For a complete list of Allspring composite descriptions, please see
www.allspringglobal.com/assets/public/pdf/legal/allspring-composite-descriptions.pdf. GIPS® s 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. .


http://www.allspringglobal.com/assets/public/pdf/legal/allspring-composite-descriptions.pdf
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For more information Contact details
We want to help clients build for successful outcomes, To reach our non-US-based investment professionals,
defend portfolios against uncertainty and create long-term contact us at Allspringlnternational@allspringglobal.com.

financial well-being. To learn more, investment
professionals can contact us.

Diversification does not ensure or guarantee better performance and cannot eliminate the risk of investment losses.

MSCI makes no express or implied warranties or representations and shall have no liability whatsoever with respect to any MSCI data contained herein. The
MSCI data may not be further redistributed or used as a basis for other indexes or any securities or financial products. This report is not approved, reviewed or
produced by MSCI.

This information is a Marketing Communication, unless stated otherwise, for professional, institutional or qualified clients/investors (as defined by the local
regulation in the respective jurisdiction). Not for retail use.

THIS MATERIAL DOES NOT CONSTITUTE AN OFFER OR SOLICITATION IN ANY JURISDICTION OR TO ANY PERSON WHERE IT WOULD BE UNAUTHORISED OR
UNLAWFUL TO DO SO.

Past performance is not a guarantee or reliable indicator of future results. Any past performance, forecast, projection, simulation or target is indicative
and not guaranteed. All investments contain 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. Your capital may be at risk.

Allspring Global Investments™ (Allspring) is the trade name for the asset management companies of Allspring Global Investments Holdings, LLC (Allspring
Holdings), a holding company indirectly owned by certain private funds of GTCR LLC and Reverence Capital Partners, L.P. 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 with no representation regarding its
adequacy, accuracy or completeness and should not be relied upon; views, opinions, assumptions or estimates are not necessarily that of Allspring Holdings,
Allspring or their affiliates and are subject to change without notice; and this communication does not contain investment advice, an investment
recommendation or investment research, as defined under local regulation of the respective jurisdiction.

Distribution in the United Kingdom (UK), European Economic Area (EEA) and Switzerland: Allspring companies include, but are not limited to, Allspring
Global Investments (UK) Limited (Allspring UK), an investment management company authorised and regulated by the UK Financial Conduct Authority (FCA),
and Allspring Global Investments Luxembourg S.A. (Allspring Luxembourg), authorised and regulated by the Commission de Surveillance du Secteur Financier
(CSSF). Allspring Luxembourg has branches in Frankfurt, Paris and Milan and is allowed to provide services on a cross-border basis in the EEA. This material has
been approved for distribution in the UK by Allspring UK for the purposes of Section 21 of the Financial Services and Markets Act 2000 (FSMA). Allspring UK
does not provide services to retail clients, the FSMA rules for retail clients will not apply and the United Kingdom Financial Services Compensation Scheme is
not available. Unless otherwise stated, information does not contain investment advice, an investment recommendation or investment research as defined
under UK FCA regulations or the Markets in Financial Instruments Directive (Directive 2014/65/EU (MiFID Il) and therefore does not comply with the
requirements for the provision of such services. For professional investors only. Recipients who do not wish to be treated as professional clients should notify
their Allspring contact immediately.

Distribution in the United Arab Emirates (excluding Dubai International Financial Centre and Abu Dhabi Global Market): materials are distributed by
Allspring UK; Allspring Luxembourg; or Allspring Global Investments, LLC, to professional clients (defined by DFSA). This material and the information
contained herein do not (intend to) constitute a public offer in the United Arab Emirates (UAE) and should not be construed as such. The material is offered to a
limited number of exempt investors in the UAE who fall under one of the following categories of non-natural qualified investors: 1. an investor that is able to
manage its investments on its own, namely the federal government, local governments, government entities and authorities or companies wholly owned by
any such entities; international entities and organisations; or a person licensed to carry out a commercial activity in the UAE, provided that investment is one of
the objects of such person, or 2. An investor who is represented by an investment manager licensed by the Securities and Commodities Authority (SCA), each
anon-natural qualified investor. The materials have not been approved by or licensed or registered with the UAE Central Bank, the SCA, the DFSA, the Financial
Services Regulatory Authority or any other relevant licensing authorities or governmental agencies in the UAE (the authorities). The authorities assume no
liability for any investment that the named addressee makes as a non-natural qualified investor.

© 2023 Allspring Global Investments Holdings, LLC. All rights reserved. EMEA: ALL# ALL-03012023-2t5fuoid
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