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Stable Value Funds: A Reliable
Option for Risk-Averse Participants

Stable value funds and money market funds are often compared in terms of
their returns...but only one has had consistent performance over the long term.

Key takeaways

= Stable value funds play a critical role in DC plans, historically providing principal preservation, consistent
positive returns, liquidity for benefit payments and financial confidence for participants.

= Higher interest rates have challenged stable value funds however, over the long term, they have historically

outperformed money market funds.

= Now may be a good time to investigate the stable value market to determine how your plan might

potentially benefit from the higher rate environment.

Stable value funds have become quite popular in

the tax-qualified investment landscape since their
introduction 50 years ago, with about $916 billion
currently invested in the space. They play a critical
role in defined contribution (DC) plans, providing
principal preservation, consistent positive returns, and
liquidity for participant distributions. These funds use
investment contracts that guarantee a minimum interest
rate and allow participants to withdraw their savings at
contract value, regardless of the market value of the
assets that support the contract.

Steady returns, lower investment risk

Stable value funds have historically offered consistent
returns with exceptionally low volatility, making them
an attractive choice for risk-averse participants. These
funds invest in short- and intermediate-term securities,
which offer higher potential returns than money
market—eligible securities. Over the last 15 years,
stable value funds have delivered higher annualized
returns with lower investment risk compared with
money market funds (Exhibit 1).

' As of 10/24/23. Source: Stable Value Investment Association.

Exhibit 1: Stable value offers returns similar to bonds, but
with less risk
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As of 06/30/23. Source: Stable Value Investment Association. Performance
measured by gross annualized returns. Risk measured by standard deviation. See
back page for index definitions and other disclosures.
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Another benefit of stable value is its low (and often negative) correlation to other asset classes, which makes it

an effective diversifier in a portfolio (Exhibit 2).

Exhibit 2: Stable value is a good portfolio diversifier
3-Year Correlation
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As of 12/31/23. Source: Voya IM, Stable Value Investment Association. Past performance does not guarantee future results. Investors may not invest directly in an index.

The behavioral finance component behind stable value
fund design is also critical. Retirees and participants
approaching retirement who invest in stable value may
gain comfort knowing their principal is guaranteed by an
insurance wrapper, unlike with money market funds—which
came into focus during the global financial crisis when the
funds’ net asset value “broke the buck” and dipped below
$1.00, alarming investors who had assumed that money
market funds were the same as cash.

Money markets, stable value and interest rates

Money market and stable value funds are often
compared in terms of their returns. Money market funds
have had the edge recently, as stable value market-to-
book ratios fell below 100% in 2022 after the Federal
Reserve began hiking interest rates. Because money
market funds can reinvest cash flows from maturing
securities into higher-yielding securities, they tend to
outperform stable value funds during such periods.
Still, stable value has performed exactly as intended
despite the fastest pace of rate hikes in history.

Additionally, short-term rates have exceeded long-term
rates since December 2022 (creating an inverted yield
curve), which has given a yield advantage to money
market funds, which have no exposure to longer-duration
securities as stable value funds do. However, history
shows that stable value funds generally recapture

the return advantage over money market funds as
conditions normalize.?

While both stable value and money market funds seek
principal preservation, stable value has historically
offered additional long-term benefits, including
consistent intermediate bond—like returns without the
volatility of fixed income. as well as low correlations
with other asset classes.

Evaluating stable value funds and managers

Selecting investment managers and wrap providers
requires careful evaluation, as stable value funds are
not one-size-fits-all. Consider:

= Plan design

= How many inactive or retired participants are in
the plan

= The experience of the investment manager

= The performance of both the underlying
investments and the stable value fund versus
applicable benchmarks

= The credit quality of the underlying investments
and the contract issuers

= The termination provisions in the stable value contracts

Stable value funds have proven to be a reliable option
for risk-averse participants, offering a compelling
combination of benefits and an attractive risk/reward
profile. While money market funds may outperform in
the short term in rising rate environments, stable value
funds have consistently delivered strong performance
over the long term.

2Source: Stable Value Investment Association. “Stable Value and Rising Interest Rates”. September 18, 2023. 2
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Correlation is a statistical measure of how two data series move in relation to each other, with 1indicating perfect synchronization and 0 indicating the
absence of concurrence.

The S&P 500 Index is an unmanaged index that measures the performance of securities of approximately 500 of the largest companies in the United States.

The Bloomberg U.S. Aggregate Bond Index is an unmanaged index composed of securities from Bloomberg’s Government/Corporate Bond Index,
Mortgage Backed Securities Index and Asset Backed Securities Index; it includes securities that are of investment grade quality or better and have at least
one year to maturity.

The Bloomberg U.S. Treasury Bellwethers 3 Month Index is an unmanaged index representing the on-the-run (most recently auctioned) U.S. Treasury bill
with 3 months’ maturity.

Past performance is no guarantee of future results. All investing involves risks of fluctuating prices and the uncertainties of rates of return and yield
inherent in investing. An investor cannot invest directly in an index, and index performance does not reflect the deduction of any fees, expenses or taxes.
Index comparisons have limitations, as volatility and other characteristics may differ from a particular investment.

This document has been prepared by Voya IM for informational purposes. Nothing contained herein should be construed as (i) an offer to sell or solicitation
of an offer to buy any security or (i) a recommendation as to the advisability of investing in, purchasing or selling any security. Opinions expressed herein
reflect our judgment and are subject to change. Certain information may be received from sources we consider reliable, but we do not represent that such
information is accurate or complete. Certain statements contained herein may constitute projections, forecasts or other forward-looking statements based on
our current views and assumptions and may involve known and unknown risks and uncertainties. Actual results, performance or events may differ materially
from those in such statements due to, without limitation, (1) general economic conditions, (2) performance of financial markets, (3) changes in laws and
regulations and (4) changes in the policies of governments and/or regulatory authorities. The opinions, views and information expressed in this document
regarding holdings are subject to change without notice. Information provided regarding holdings is not a recommendation to buy or sell any security. Fund
holdings are fluid and are subject to daily change based on market conditions and other factors.
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