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1.  INTRODUCTION

EValue Limited (“"EV”) owns the Funds Risk Assessor solution, which can be used to measure
the risk rating of an investment fund or portfolio of investment funds. Vanguard wishes EV to
supply data output from Funds Risk Assessor, classifying their manual funds and/or solutions
against EV's standard risk rating models, in order to understand how the investment funds
and/or solutions that it makes available, are risk rated by Funds Risk Assessor.
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2. GENERAL OVERVIEW

The funds were added from the EV fund database as 10 separate portfolios in FRA, as
specified by Vanguard.
2.1 Content

This report details the data output from Funds Risk Assessor, rating Vanguard’s chosen
funds against EV Standard 1-5, 1-7 and 1-10 risk rating scales; and across differing terms

of 5,10, 15, 20 and 25 years.
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3.

HOW DO WE RISK RATE YOUR FUND OR PORTFOLIO?

3.1 Risk Rating Process

Funds Risk Assessor can risk rate any investment proposition whether an individual
discretionary fund, a model portfolio or any other central investment proposition. It does
this by applying a consistent and robust approach to determining the risk of the fund
compared to the asset allocation benchmarks from any standard risk profiling
questionnaire or process.

It is important to assess the risk of funds and portfolios prospectively because volatility
measures from the recent past are not a reliable guide to the future (for example, low
volatility in UK equity returns in the years running up to the COVID-19 pandemic was
followed by high volatility during the pandemic). To measure risk prospectively, a very wide
range of potential economic scenarios generated by a stochastic asset model are used to
measure volatility over selected durations.

The risk rating process can be summarised as follows:

Inputs .
‘ Funds Risk Scale Time Horizon Asset Model
Analysis ] ! :
Methodology Risk Metric Risk
Boundaries
Outputs
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3.2 Inputs

Funds

The funds to be included in the assessment will be added from the FE fund feed in the FRA
tool, as specified by Vanguard.

Additional funds which do not appear in publicly available information, such as in-house
managed funds, can be added to the assessment by specifying the assumed asset
allocation of these funds.

The asset allocation of the funds is used to assess objectively the degree of investment
market risk to which the fund is currently exposed. There are no subjective judgements
made about the investment manager’s ability to add future value (for example, high returns
for a lower level of risk).

Risk scale
To calculate arisk rating, a scale to compare the risk against must be set.
Funds Risk Assessor uses target asset allocations supplied with a risk questionnaire to

determine the position on the risk scale against which the funds selected can be assessed
using their underlying asset split.

The system has the following pre-set asset allocation targets that can be used:

1. EV Standard 5
2. EV Standard 7
3. EV Standard 10

Although it is possible to set up other benchmark asset allocations, we have used the EV
Standards as agreed.

Time horizon

Different asset classes display different relative risk over different time horizons. The risk
assessment of funds depends upon the time horizon considered for the investment. For
the purpose of this report, we have used the time horizons of 5, 10, 15, 20 and 25 years.
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Asset model

To assess the risk of the fund, the potential performance and its future variability are
projected using stochastic forecasts generated from the EV asset model, which underlies
the Funds Risk Assessor tool.

3.3 Analysis
Methodology

The risk measure of the selected target asset allocation is calculated. These risk
measures are then used as the benchmark for assessing the portfolio or fund. For
example, a portfolio or fund with the same risk measure as the risk category 6 benchmark
would be rated 6, whilst one with a risk measure mid-way between the risk category 6 and
7 benchmarks would be given a risk rating of 6.5.

3.4 Outputs
Risk rating

For the risk assessment, Funds Risk Assessor will calculate a decimal risk score as
described above.

The decimal risk score is shown on a pictorial scale as follows:

1/2)|3]4]5 6 7/8|9 |10

Iilllll‘l

Risk scores are calculated as a decimal but rounded to the nearest whole number risk
category, so that decimal risk scores between 5.50 and 6.49 will be rated as risk category
6.

If the arrow in the diagram is directly under the risk rating number, the portfolio’s volatility
exactly matches the target risk. The example above shows how a decimal risk rating score
of 6.3 out of 10 is shown.
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4. RESULTS

41 General

The tables on the following pages illustrate the risk meter displays for the risk rating exercise. We have modelled at the highest term for each term range
requestedi.e. 5,10, 15,20 and 25 years.
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Risk Benchmark EV Standard 1-5

Name of Fund

5

Years

Risk ratings (scale 1-5) Data Generated by Fund Risk Assessor

10 Years

15 Years

20 Years

25 Years

Vanguard LifeStrategy B3 2 ElEIRE B3 2 T35 1l EEIEIEE 1 HEIEIE 1 HEEE
MPS Global - 20% Equity | """ A A A A A

2.31 1.90 1.45 1.16 0.96
Vanguard LifeStrategy RikE 3 K Rika 3 KR B3 2 EiEaE T 2 R T 2 Bk
MPS Global - 40% Equity A VA A A A

3.22 2.82 2.40 2.14 1.73
Vanguard LifeStrategy RIEAER 4 i RIEIEE 4 5] RIkA 3 =15 7z 3 ATs 7z 3 15
MPS Global - 60% Equity A A A A A

4.04 3.73 3.41 3.22 2.98
Vanguard LifeStrategy RIEAEIES 5 RIEEIES 5 2T a4 T2 4 RIEIEA 4
MPS Global - 80% Equity A A A A PA

4.71 4.53 4.36 4.29 4.23
Vanguard LifeStrategy RAEEIES 5 RAEAEAES 5 RIEAEIES 5 RIS 5 RIEEIES 5
MPS Global - 100% Equity A A R A

5+ 5+ 5+ 5+ 5+
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Name of Fund 5 Years 10 Years 15 Years 20 Years 25 Years

fEE e B 2 e P A Kl 1 e 1 ErErr
MPSC|a33|C-20%EqU|ty |||\‘|||| |\|||||‘| ||||‘|||| ||\‘||||| |||‘|||||

1.99 1.33 0.98 0.94 0.91
Vanguard LifeStrategy RiKa 3 Kk B3 2 EiEE B3 2 EiEE B3 2 EiEER 1 R
MPS Classic - 40% Equity A A A A A

2.97 2.46 2.06 1.72 1.31
Vanguard LifeStrategy RIEAER 4 i RikE 3 a5 RIkA 3 =15 7z 3 ATs 7z 3 15
MPS Classic - 60% Equity VAT nA A A A

3.78 3.45 3.13 2.89 2.60
Vanguard LifeStrategy RAEEA 4 5] RIEEE 4 s 2T 4 s T2 2} s RIEAEA i | =
MPS Classic - 80% Equity A A A A A

4.47 4.29 4.10 3.99 3.88
Vanguard LifeStrategy RAEAEIES 5 RAEAEAES 5 RAEAEIES 5 G 5 RIEEIES 5
MPS Classic - 100% A A B v A
Equty 5+ 5+ 497 5+ 5+

Vanguard LifeStrategy MPS 11



e

Risk Benchmark EV Standard 1-7

Name of Fund

Risk ratings (scale 1-7) Data Generated by Fund Risk Assessor

5 Years

10 Years

15 Years

20 Years

25 Years

Vanguard LifeStrategy |\ iz 3 R | @ 2 PEPPIT | [F 2 FTTE 1 EPTErT 1 EPFErErd
MPS Global - 20% Equity VAT A A A A

3.03 2.35 1.70 1.25 0.96
VenguardLifeStrateqy | g 4 pEm  |FEE 4 FEE |FE 3 FEPM (BE3 FEPM (@ 2 EFEED
MPS Global - 40% Equity | """ A AT R A A

4.35 3.75 3.14 2.71 2.11
Vanguard Lifestrategy | EEEEE 6 @ | EEEE > EE FEEE, 5 Fm |FEE 4 FEm | EEE 42 EE
MPS Global - 60% Equity e I A A A A

5.56 5.12 4.64 4.34 3.97
Vel LiEsiEcey T FEEFE & m  |ERPEFE 6 m |FREEFE 6 @ | EPPrE 8 m
MPSGloba|-80%Equity ‘IIIIIIII |||||||‘| |||||‘||\ ||||‘|||| |||‘|||||

6.59 6.32 6.07 5.96 5.85
penci=idRiesatec N e 7 Rk I K L errrer 7 rerrerE 7 L S
MPS Global - 100% Equity | """ A A | A A | A

7+ 7+ 7+ 7+ 7+
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Name of Fund

5 Years

10 Years

15 Years

20 Years

25 Years

Vanguard LifeStrategy 2 FTTTrTT 2 PITrT 1 PETTrT 1 FEPTTrT 1 PPETTrT
MPSC|a33|C-20%EqU|ty |||||||||A ‘I\IIIIIII ||\|‘|||| |||‘||||| |||‘||\||

2.46 1.52 0.98 0.94 0.91
VanguardLifeStrategy | pEE; 4 FEE |EE3 FEFE (FE3 PFEEM |@ 2 FEEER 1 FFTTTT
MPS Classic - 40% Equity AT A A A A

3.96 3.23 2.58 2.10 1.47
Vanguard LifeStrategy HEEE 5 517 BEEE 5 517 BEE 4 [STe]7] BEE 4 S5 7z 3 EHEEM
MPS Classic - 60% Equity A A A VAU A

5.20 4.71 4.20 3.84 3.42

Vanguard LifeStrategy

Equity

MPS Classic - 80% Equity | """ A A Ay A A
6.25 5.98 5.65 5.48 5.32

el B Rk K K errrer 7 merererE 7 MErErrerE 7

MPS Classic-100% | """ A A AT A A
7+ 7+ 6.95 7+ 7+
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Risk Benchmark EV Standard 1-10

Name of Fund

Risk ratings (scale 1-10) Data Generated by Fund Risk Assessor

5 Years

10 Years

15 Years

20 Years

25 Years

VanguardLifeStrategy | e 4 FRETPEPR |02 3 FEFTPEPM™ | [ 2 FEEFTERH 1 FFTPrTTrr 1 FFFErTTrH
MPS Global - 20% Equity A A A A A

4.04 3.06 2.07 1.39 0.96
Vanguard LifeStrateqy | [P 6 PPEPE | PR[5S FTPPR | [FPE 4 FEPPPR | FPE L 4 PEIPPR | [ME 3 FERITTH
MPS Global - 40% Equity | " A A A A L

6.06 5.14 4.21 3.58 2.66
Vanguard LifeStrategy | fRPPEET] 8 pE | OEPPPE 7 PR | EEFE 6 PERFM | EEETTE 6 PPPE | FREFTM S FITTH
MPS Global - 60% Equity VA A A A A

7.86 7.18 6.48 6.03 5.45
Vanguard LifeStrategy | [T 9 CPErEPrE. 9 [PFIEPErT |, 9 [PETEET 8 PR | EPPFErT 8 pm
MPS Global - 80% Equity ik A A K A

9.41 9.01 8.61 8.43 8.28
CEEIEE NS R PEFrrrTErE 10 MPEFrrrTrE 10 FEFTFPrrer 10 FEEFPrrTr 10
MPS Global - 100% Equity A A A A

10+ 10+ 10+ 10+ 10+
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Name of Fund

Vanguard LifeStrategy
MPS Classic - 20% Equity

5 Years

10 Years

2 EFTTTErH
||‘||||||
1.81

15 Years

1 PEFFCPITTH
||||‘||||
0.98

20 Years

1 PPFEEITTE
|||‘|||||
0.94

25 Years

1 EFFEFITTH
|||‘|||||
0.91

Vanguard LifeStrategy
MPS Classic - 40% Equity

4.36

FFME*PTWW“

3.38

WI‘EWPT?FTTEFW“
2.66

F*?WFFTWW
1.72

Vanguard LifeStrategy

EETrr, 7 EE

LEERE GHW

2R 5 [IPErEM

|l| |3|4 5 GfEQIq
‘I\IIIIII

Equity

MPS Classic - 60% Equity N A 'K A
7.32 6.58 5.82 5.27 4.63
Vanguard LifeStrategy | FRFFFTFTE © ® | CRFFEFT 8 pP@ | fEFFEFT 8 PM | EEFFPTT 8 PR | FRPFPE 7 PPH
MPS Classic - 80% Equity A A A A A
8.90 8.47 8.00 7.73 7.49
A EEEEEEE 10 MEEFrrrTErE 10 MEEFrrrrr 10 REEE R FEEFErrTr 10
MPS Classic - 100% A A A A 5
10+ 10+ 9.93 10+ 10+
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Disclaimer

This report is prepared with due care and skill for Vanguard by EV using approved market data feeds or fund asset allocations as provided by the Customer. EV
determines a fund’s risk rating by projecting future outcomes using simulations generated by its proprietary asset model and based on the fund'’s high level
asset allocation. These projections of outcomes are forward looking over a range of durations from 5 to 25 years. From these outcomes the risk of the fund is
determined by comparison to a set of risk benchmarks. EV’s risk rating methodology is only focused on the range of potential outcomes at different durations
and does not incorporate all risks which a fund may be subject to, for example, but not limited to, credit risk, liquidity risk, concentration of risk within asset
classes, manager business risk, political and other specific risks associated with the way the fund is managed. Customers and third parties using EV’s risk
ratings should ensure the limitations of risk ratings are understood by their clients. EV does not endorse or recommend any investment solution to Vanguard or
to third parties. EV shall use reasonable skill and care to ensure that any report is accurate, but will not be held liable for any loss or damage suffered by any
third party as a result of that third party’s reliance on any report supplied.
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