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Introduction
The Pension Surplus Risk Index (PSRX®) increased 0.1% to 6.2%.

NISA's Pension Surplus Risk Index, or PSRX,1 is a forward-looking estimate of the funded status
volatility of U.S. corporate defined benefit pension plans. The index level represents a one
standard deviation changezin funded status over a one year horizon, based on the average of the
100 largest pension plans. For example, an index value of 15% suggests approximately a one in
three chance that a $1 billion plan could lose or gain more than 15%, or $150 million, in funded
status in one year. We believe the PSRX and its accompanying sector indices will provide a useful
risk measure for CFOs, Treasurers and plan fiduciaries to gauge their pension risk's influence on
enterprise risk, implications for capital structure, and level of beneficiary security, respectively. It
is our hope the index, a dynamic measure of surplus risk, offers an additional dimension of context
that proves meaningful in framing decisions.
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The chart below shows the history of the average funded status of constituent plans included in
the PSRX.
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PSRX Overview

What is the PSRX?

The PSRX is a forward-looking estimate of the funded status volatility of U.S. corporate defined
benefit pension plans. The index level represents a one standard deviation change in funded
status over a one year horizon, based on the average of the 100 largest pension plans For
example, an index value of 15% suggests approximately a one in three chance that a $1 billion plan
could lose or gain more than 15%, or $150 million, in funded status in one year.

Please refer to the PSRX Overview and PSRX Guide for more information.

How is the PSRX different from other pension-related indexes?

From a risk management perspective, the primary shortcoming of many existing pension indices is
that they are backward-looking in nature. The PSRX, based on current implied volatility data from
option markets, is a forward-looking estimate of funded status volatility. We believe the PSRX and
its accompanying sector indices will provide a useful risk measure for CFOs, Treasurers and plan
fiduciaries to gauge their pension risk’s influence on enterprise risk, implications for capital
structure, and level of beneficiary security, respectively.

How much of the pension market is represented by the PSRX?

The PSRX constituent pension plans represent approximately $1.05 trillion of assets and $1.00
trillion of pension liabilities.

How does the PSRX calculate an "average" pension plan’s funded status volatility?

The PSRX methodology calculates the funded status volatility individually for the largest 100
pension plans. The PSRX represents the arithmetic average of these volatilities.
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How much dispersion is there in individual plan funded status volatilities?

In addition to the PSR1X, NISA reports the 90th and 10th percentile funded status volatilities within
the largest 100 plans.

What are the sector indices?

In addition to the primary index, NISA provides a matrix of risk estimates for various combinations
of risk asset allocations, liability durations and funded status levels, to allow individual plans to
determine a volatility level that more closely corresponds to their circumstances. These sector
indices assume hypothetical plans with static funded status, liability durations and risk asset
allocations over time, for example, 85% funded, 12.5 duration and a 60% allocation to risk assets.

Please refer to the Sector Indices section for more information.

Can arisk index be created for an individual plan?

Yes, in fact the primary index is comprised of the volatilities of the individual constituent plans.
NISA can provide a customized analysis based on plan specific data. Please contact a NISA Client
Service representative to discuss such an analysis.

How often is the PSRX updated?

The PSRX is calculated on a monthly basis and typically released on the sixth business day
following month end. Please refer to the Methodology section below or PSRX Guide for more
details.

Methodology

The PSRX reflects the average of the individual funded status volatilities for the index-constituent
plans. Constituent plans are:

o U.S. defined benefit corporate pension plans;
e Publicly-traded; and

o The 100 largest plans based on pension liability present value (PBO), as determined by NISA
from publicly available documents, and re-constituted annually.

The constituent plans represent approximately $1.05 trillion in assets and $1.00 trillion in liabilities
in aggregate as of 12/31/25.

Deriving individual plan volatilities involves three main components:

o Plan-specific asset allocation and liability data, derived from publicly available sources

o Implied volatilities for various markets from traded options

o Correlations between the various asset classes and liability components from historical data
These three components provide the necessary inputs for a traditional portfolio volatility

calculation; in this case the “portfolio” is the combination of both the assets and liabilities of the
plan.
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1.  Company 10-K and other public sources provide liability data (present value and duration) and
asset data (market values and asset class mapping).

2. Asset and liability data produce the weights (?).

3. Weights, correlations from historical return data (?) and option-implied volatilities (?) combine
into each plan's funded status volatility.

4. The PSRX is the average of the 100 plans' volatilities.
Index constituents are determined annually by NISA and updated with the April 30 index release.
Plans with poor data quality are removed from the index. Each monthly index update reflects

current implied volatility data from option markets, a “roll forward" of asset and liability figures to
reflect market movements year to date, and updated correlation calculations.

Additional details regarding the calculation of the index can be found in the PSRX Guide.

Supplemental Data

Sector Indices

In addition to the primary index, NISA provides a table of the risk levels of the major industry
sectors, or sector indices. The methodology for calculating the sector indices is identical to the
PSRX, but narrowed to only include constituents in the given sector.
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Sector Index (# constituents) Funded Status Volatility *
Communication Services (1) 74% 3.81%
Consumer Discretionary (6) 103% 3.73%
Consumer Staples (4) 106% 4.20%
Energy (4) 100% 3.67%
Financials (18) 133% 7.69%
Health Care (11) 122% 7.10%
Industrials (24) M4% 6.02%
Information Technology (4) 107% 4.70%
Materials (4) 103% 5.08%
Telecommunication Services (3) 100% 4.29%
Utilities (20) 1M4% 7.34%
PSRX 115.2% 6.2%
PSRX historical min (1/31/25) 5.2%
PSRX historical max (11/30/08) 21.3%

"Annualized funded status volatility.

Additional PSRX Data

The chart below shows the history of the PSRX since inception. The 10th and 90th percentile

bands help provide a range of pension plan funded status volatility.



PSRX with 10th and 90th Percentile Bands
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The asset portfolio and the liability volatility are key determinants of the PSRX. The relative level of

those components has varied considerably since inception.
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The PSRX asset allocation changes annually based on data provided in firms' 10-Ks. The chart

below shows allocations for the 2025 plan year as determined by NISA.
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o Fixed Income59%
o Equity24%

e Private Equity7%
e Cash4%

e Real Estate3%

¢ Hedge Funds3%

' As determined by NISA based on publicly available information.

? Based on common simplifying assumptions, including normal distributions, approximately zero
expected surplus return, etc. Please see the PSRX Guide for more detailed descriptions.

Note: The levels for the PSRX and sector indices include data for periods prior to when the index
was in live production. Historical levels for the index prior to live production in September 2012 are
calculated using the same methodology. Past market experience is not necessarily indicative of
future market experience.

All PSRX data as of 10/31/2026.
Partner With NISA
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Discuss Your Portfolio Objectives with Us



Disclosure Information

This material has been prepared by NISA Investment Advisors, LLC (“NISA"). This material is
subject to change without notice. This is for information and illustrative purposes only. It is not,
and should not be regarded as "investment advice" or as a “recommendation” regarding a course
of action, including without limitation as those terms are used in any applicable law or regulation.
This information is provided with the understanding that with respect to the material provided
herein (i) NISA is not acting in a fiduciary or advisory capacity under any contract with you, or any
applicable law or regulation, (ii) that you will make your own independent decision with respect to
any course of action in connection herewith, as to whether such course of action is appropriate or
proper based on your own judgment and your specific circumstances and objectives, (iii) that you
are capable of understanding and assessing the merits of a course of action and evaluating
investment risks independently, and (iv) to the extent you are acting with respect to an ERISA plan,
you are deemed to represent to NISA that you qualify and shall be treated as an independent
fiduciary for purposes of applicable regulation. NISA does not purport to and does not, in any
fashion, provide tax, accounting, actuarial, recordkeeping, legal, broker/dealer or any related
services. You should consult your advisors with respect to these areas and the material presented
herein. You may not rely on the material contained herein. NISA shall not have any liability for any
damages of any kind whatsoever relating to this material. No part of this document may be
reproduced in any manner, in whole or in part, without the written permission of NISA except for
your internal use. This material is being provided to you at no cost and any fees paid by you to
NISA are solely for the provision of investment management services pursuant to a written
agreement. All of the foregoing statements apply regardless of (i) whether you now currently or
may in the future become a client of NISA and (ii) the terms contained in any applicable investment
management agreement or similar contract between you and NISA.



