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S&P MARC 5% INDEX Calendar Year Returns: S&P MARC 5% Excess Return Index
2021 Performance Review 20%
= |n 2021, despite negative returns from 15%

bonds and gold, the S&P MARC 5% Excess

Return Index finished the year essentially 10%

flat, generating a positive return of 0.3%.
= Qut of the 31 calendar years prior to 2021, 5%
the index finished the year with a return of I I I I
0.50% or lower 10 times. In 9 of those 0% - - i - n -
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instances, the index earned a positive return

in the subsequent year, averaging 9.1%. -5%
= |n 2021, the index’s average allocation to - mmm— ARCS Excess Return Average
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= The index’s average allocation to U.S. A O N O T A A O D R L
Treasuries was greater than its longer-term
average. Treasuries endured their worst
return since 2013. 2021 Returns
= The index’s average allocation to gold in MARCS Index Weights 35%
2021 was less than its longer-term average 120% ~ 30%
allocation, but gold had its worst year since
2015 ’ ’ 100% 2506 28.6%
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= Equities: In 2021, the S&P 500 generated its third

consecutive positive calendar year return and its 12t out Shiller P/E vs. Subsequent S&P 500 Return:

of the last 13. 200% 1928-2021 :
= The rise in equity prices has pushed their valuation to the 12/31/21 Shiller PIE
high end of their historical range. As indicated in the g 150% 3 i
Shiller P/E Chart, higher starting valuations have & . i
historically been associated with lower future returns. % 100% i
= The expectations for tighter monetary policy and higher E 50% @ ....%7 i
rates in the months ahead echo the sentiment in 2013. S .'""""""""-o--.......,“"_." i
When rates started to rise, the S&P 500 briefly stalled, % 0% """""""'"-—---....L.,,.““'
but went on to finish the year up 30%. The following year = i
in 2014, equities were up 13.6% and MARC 5 was up S 50% |
6.5% l
-100% !
= Treasury: The 10-yr UST also generated its first negative 5 10 15 20 25 30 35 40 45
return after two consecutive years of positive returns. Starting Shiller P/E
= Changes in the yield have been a function of changing
inflation expectations and of the Fed's response to them. Real 5-Yr Yield vs. Subsequent Gold Return: Fed Dot Plot:
= After more than doubling the size of its balance sheet 2003-2021 Weighted Average Fed Funds Rate Projections
since early 2020, the Fed has more recently indicated its 60% i 1253121 Real Yield 3.0%
intention to slow the pace of asset purchases. It also 1.6% P:a © . ) 959 s
increased its projections for the number of rate hikes in 40% | . ! ' A
the coming years. The long-term policy rate expectation g e PR 2.0%
has remained unchanged. % 20% ."" R L :s. 0 A
= Gold: After two consecutive years of double-digit returns, 5 s .::ozv,"i ;; 1:5%
gold in 2021 earned its lowest return since 2015. The = % ';«52 I 1.0%
decline in the price of gold runs counter to conventional o i < i ,‘:"-...‘: ‘ A
thinking surrounding gold as an inflation hedge. 3 , et v . 0.5%
= Amidst record levels of growth in the money supply, 2% i-; 1 0.0% L
inflation crept steadily higher in 2021, rising from 1.4% at 0% 2020 2021 2022 2023 2024 Longer
the start of the year to 6.8% by year end. 2% A% 0% 1% 2% 3% 4% 5% Term
Real 5-Yr Yield 12/16/2020 Meeting A 12/15/2021 Meeting
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Milliman Financial Risk Management LLC is a global leader in
financial risk management to the retirement savings industry.
Milliman FRM provides investment advisory, hedging, and
consulting services on approximately $150 billion in global assets
(as of March 31, 2021). Established in 1998, the practice includes
more than 200 professionals operating from three trading platforms
around the world (Chicago, London, and Sydney). Milliman FRM is
a subsidiary of Milliman, Inc.

Milliman is among the world’s largest providers of actuarial and
related products and services. The firm has consulting practices in
healthcare, property & casualty insurance, life insurance and
financial services, and employee benefits. Founded in 1947,
Milliman is an independent firm with offices in major cities around
the globe.

For more information, visit milliman.com/FRM
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