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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’s Standard 1-5, 1-7 and 1-10 risk rating scales; and across differing terms

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

Vanguard



e/

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 equity returns in the years running up to the credit crunch was followed by high
volatility in subsequent years). 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:

loputs Funds Risk Scale

Time Horizon Asset Model

Analysis Methodology Risk Metric NER

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
In order to calculate a risk 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

In order 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
requested i.e., 5,10, 15, 20 and 25 years.
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Risk Benchmark EV Standard 1-5
Risk ratings (scale 1-5) Data Generated by Fund Risk Assessor

5 Years 10 Years 15 Years 20 Years

Name of Fund

25 Years

Vanguard LifeStrategy RIEA 3 B 2 ElRiEE 1 EEIEIEE 1 EAEIEIED 1
20% Equity AGrOSS Shares \‘l LI I B} [} |‘ (B [ R B I | |l [ ] |‘ (] (] ||‘| (]
Gross Acc GBP 2.72 1.93 1.46 1.22 0.96
Vanguard LifeStrategy [T7z 3 T 2 EIRE 1 (2345 1 EEIEIEE 1
20% Equity AGrOSS Shares \‘l LI I B} [} |‘ (B [ R B I | |l [ ] |‘ (] (] ||‘| (]
Gross Inc GBP 2.72 1.93 1.46 1.22 0.96
Vanguard LifeStrategy 3 EE 7z 3 15 T 2 EiRIES T 2 EIRIEE B 2 EIREE
400/0 Equity A Shares ACC [ B} |‘| (] ‘ [ ] LI I B B A ) ‘ [ ] |‘ [} |‘| LI I B}

3.33 2.77 2.37 2.16 1.74
Vanguard LifeStrategy 17z 3 75 = 3 A5 B3 2 EiEES B3 2 EIEIE B 2 KR
40% Equity AShares Inc A A A A A

3.33 2.77 2.37 2.16 1.74
Vanguard LifeStrategy RIS 4 ] RiRiER 4 s 7= 3 k2 [Tz 3 = 3 AT
60% Equity A Shares Acc A A A A A

4.02 3.61 3.30 3.14 2.89

Vanguard

10




Name of Fund

5 Years

10 Years

15 Years

20 Years

25 Years

Vanguard LifeStrategy RAEIES 4 RAEES 4 5] [Tz 3 15 [Tz 3 ATs ik 3 T5
60% Equity AShares Inc A A A A A
4.02 3.61 3.30 3.14 2.89
Vanguard LifeStrategy RAEEIES 5 RiRiER 4 s T a4 s EIEIES 4 RIEIES 4 i
80% Equity A Shares A B A A A
4.57 4.36 419 413 4.05
Vanguard LifeStrategy RAEEIES 5 RiRiER 4 s T a4 s EIEIES 4 RIEIES 4 i
80% Equity AShares Inc A B A A A
4.57 4.36 419 413 4.05
Vanguard LifeStrategy RAEAEIES 5 RIEAEAES 5 [TTZ13T% 5 RIEIEIES 5 RIEiEIES 5
100% Equity A Shares Acc A A A A A
5+ 5+ 5+ 5+ 5+
Vanguard LifeStrategy RAEAEIES 5 RIEAEAES 5 [TTZ137% 5 RIEAEIES 5 RIEiEIES 5
100% Equity AShares Inc A A A A A
5+ 5+ 5+ 5+ 5+
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Risk Benchmark EV Standard 1-7

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

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

VanguardLifeStrategy |z 4 PR | @ 2 FEEPE (@ 2 EEEE 1 EEFErEr 1 FEPPTT
20% Equity AGross Shares A R 3 S G TN E DA

Gross Acc GBP 3.60 2.39 1.71 1.34 0.96
VenguardLifeStratesy |\ EpE 4 prEm | @ 2 FEETT |E 2 EETTT 1 EEEPTT L EEEerEr
20% Equity AGross Shares A R § > G TN E Y

Gross Inc GBP 3.60 2.39 1.71 1.34 0.96

Vanguard LifeStrategy | fEpR[T. 3 pr (PR 4 PR R 3 pEEEm |0 o3 [P ([ 2 EPEPTRT
40% Equity A Shares Acc A A A A A
4.53 3.68 3.09 2.74 212

Vanguard LifeStrategy MR 3 577 e 4 [seT =z 3
40% Equity AShares Inc A Ay A A A

VanguardLifeStrategy | PP 6 @ | EEPE S Fm |\ FEE 4 PFEm (EPE 4 PR |FPE 4 EPEM
60% Equity A Shares Acc A A A B b
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Name of Fund 5 Years 10 Years 15 Years 20 Years 25 Years

Vanguard LifeStrategy BHEHE 6 5 [eT7 HEHE 4 HEM MEE 4 STe]7] BEE 4 T5T7]
60% Equity AShares Inc ‘II\IIIIII ||||‘|||| |||||||||‘ [EEEREEF RN ||‘||||||
5.51 4.95 4.47 4.22 3.84

Vanguard LifeStrategy | FPPPFE 6 M\ EEEPEE 6 @\ mEpErE 6 M |MEErE 6 M |\ PPPrTE, 6 M
80% Equity A Shares | U A A A A A

Vanguard LifeStrategy | FPPPFE 6 M\ EEEREE 6 @\ mEpErE 6 M |MEErE 6 M |\ PPPrTE, 6 M

80% Equity Ashares Inc | " A A A A A
6.39 6.09 5.80 5.70 5.58

(e B 7 T 7 errrr 7 ererer 7 il A

100% Equity A Shares Acc | " A A A A A
7+ 7+ 7+ 7+ 7+

[ B 7 T 7 rerrrr 7 ererer 7 il A

100% Equity ASharesInc | """ A A A A A
7+ 7+ 7+ 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

UEIIEICNEESHELGETT e N TP 3 FPIIPPM  |@ 2 FPPPITPPR  |@ 2 FrEPITrE L PErPTTerT
20% Equity AGrOSS Shares Iy O |||||‘||| |||||‘||| ‘||||||||| ||||‘||||
Gross Acc GBP 4.95 3.11 2.09 1.52 0.96
Vanguard LifeStrategy S TP i i O N G B B e b L EEEEErTEEe
20% Equity AGrOSS Shares ||||‘||\| |||||‘||| |||||‘||| ‘||||||||| ||||‘||||
Gross Inc GBP 4.95 3.11 2.09 1.52 0.96
Vanguard LifeStrategy & rrm L 4 BFITPR | [PE, 4 FFITPE 3 FErTTrH
40% EquityAShareS ACC ||||||\‘| ||||‘|||| |||||‘\|| ‘IIIIIHI |‘||||||\

6.33 5.04 4.13 3.62 2.68
VanguardLifeStrateqy | [EFPE 6 [FPM | [PPE S FITPPW | CPE 4 BRIPPR | [PE 4 FFIPPE (M 3 [FEITPEPH
40% Equity AShares Inc A S S A A

6.33 5.04 4.13 3.62 2.68
Vanguard LifeStrategy | FPFPPP] 8 PM | MPPPEE 7 PPM | CPPFE S PPPR | MPEFE S PPPR | FPEM 5. FITTPH
60% Equity A Shares Acc A A B A A

7.79 6.93 6.22 5.85 5.26
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Name of Fund

5 Years

10 Years

15 Years

20 Years

25 Years

Vanguard LifeStrategy | TR 8 eerEE 7 & rrrm | FERTTE 6 S [TFPH
60% Equity AShares Inc A A A A A
7.79 6.93 6.22 5.85 5.26
Vanguard LifeStrategy | [EFPPPEPE 9 ® | CEPPERITE, 2 ® | FPPPERT 8 pm | EEPFErT 8 pmo | FPEFPrrT 8
80% Equity A Shares A A A A A
9.12 8.64 8.21 8.06 7.88
Vanguard LifeStrategy | FEFPPPPE 9 ® | PPPERIE, 9 ®™ | CPPFEPT 8 pm | EEREFPET 8 PR | FPEFPrT 8 P
80% Equity AShares Inc A A A A A
9.12 8.64 8.21 8.06 7.88
Vanguard LifeStrategy | FRFFEPITE 10 PEFPrTTrE 10 MPEFPrrTEr 10 MEEFPrrer 10 FREFPrErTr 10
100% Equity A Shares Acc A A A A Ak
10+ 10+ 10+ 10+ 10+
Vanguard LifeStrategy | FRFFEPITE 10 EFPrrTEE 10 MPEFPrrTEE 10 MEEFPrrer 10 FREFPrrTr 10
100% Equity AShares Inc A A A A B
10+ 10+ 10+ 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 care 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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