MSCI USA IMI SECTOR INDEXES

WHY SECTORS ARE IMPORTANT

Institutional investors have traditionally constructed
global equity portfolios using geographically based
asset-allocation strategies, but as the global economy
becomes more integrated, the differences between

countries and regions have become less prominent.

At the same time, many sectors have exhibited unique
returns regardless of their geographic location, making
sector-based strategies attractive for their potential to

help institutional investors’ diversification efforts.

VIEWING MARKETS THROUGH THE LENS OF
SECTOR INDEXING

Sector indexes provide precise tools to aid clients looking
to segment a market, diversify a portfolio or manage
risk. Sectors have historically demonstrated dynamic
characteristics, yielding different returns in certain
stages of the economic cycle. The 11 MSCI USA IMI
Sector Indexes, for example, historically demonstrated
highly differentiated patterns of performance and
volatility under various macroeconomic conditions and
phases of the business cycle. Information regarding these
divergences may prove valuable to investors seeking to
track the movements of sector indexes for potential risk

and return opportunities.

The MSCI USA IMI Sector Indexes are derived from the
broad MSCI USA Investable Market Index (IMI), which as of
May 2017 includes over 2,400 large, mid- and small-cap
U.S. stocks and represents market capitalization of about
$25 trillion.

Each security in the MSCI USA IMI equity universe is
classified into one of 11 sectors, as defined by the
Global Industry Classification Standard (GICS®), which
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was developed in 1999 by MSCI and S&P Global. The
pie chart illustrates the approximate weights of each

sector within the U.S. economy as of May 2017.

MSCI USA IMI SECTOR INDEXES: DIVERSE
HISTORICAL PERFORMANCE CHARACTERISTICS

The MSCI USA IMI Sector Indexes displayed widely
varied performance over the 2000-16 period, due in
part to bursting of the dotcom bubble in 2000-01 and
the global financial crisis of 2008. For example, the
Information Technology sector produced total returns
ranging from -42.8% in 2008 to 62.3% in 2009. In
contrast, the Consumer Staples sector showed returns
ranging from -16.4% in 2008 to 15.5% in 2009.

The range of returns across the MSCI USA M|
Sector Indexes within any given year during this
period also demonstrated sizeable variation. The
greatest breadth of total returns across all sectors
occurred in 2000, when the top-performing Utilities
sector returned 55.8%, while the lowest performer,

Telecommunication Services, returned -43.7%.
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MSCI USA IMI SECTOR INDEXES: ANNUAL TOTAL RETURNS AND ANNUALIZED VOLATILITY (2000-2016)

Energy Materials Industrials Consumer Consumer Health Financials Information Telecom Utilities Real USA IMI
Discr Staples Care Tech Svc Estate!’

2000 26.75% -11.96% 4.81% 17.30% 26.74% -42.07%  -43.71% -10.62%
2001 -10.92% 4.93% -4.12% -4.37% -11.85% -4.68% -11.02%
2002 -9.84%  -8.98% -4.51% - -11.16% EEERERI I WA -
2003 25.22% - 14.18%  19.85%  31.87% 26.74% 31.01%
2004 33.28% 16.96% 19.65% 13.99% 9.46% 4.37% 13.68% 1.63% 18.73%  23.37% 12.32%
2005 - 4.05% 4.85% -3.99% 4.37% 8.51% 6.20% 3.08% -1.85%  15.01% 6.41%
2006 21.16%  19.86% 14.74% 16.61% 15.04% 6.78% 19.60% 9.18% 21.61% 15.70%
2007 -11.57% 13.90% 8.06% 17.50% 5.78%
2008 -46.51% -40.01%  -38.01% BFeek:R) -32.94%
2009 52.31% 22.74% 15.55% 14.42% 11.62% 28.72%
2010 20.97% 24.67% 27.54% 30.89% 14.48% 5.97% 14.92% 12.81% 17.92% 7.20% 17.17%
2011 3.51% -8.79% -1.49% 3.81% 14.06% 10.76% = -14.22% 0.64% 4.57% 19.10% 1.23%
2012 3.66% 17.42% 17.03% 24.89% 10.89% 19.36%  26.46% 14.30% 18.76% 2.07% 16.41%
2013 25.68%  24.94% _ 27.45% - 33.10% 30.95% 14.70% 15.13% 33.39%
2014 -9.74% 5.81% 6.61% 9.45% 15.91% 25.44% 14.12% 18.25% 2.55% 27.07% 12.51%
2015 - -10.17%  -3.54% 6.55% 5.80% 7.20% -0.52% 5.13% 3.46% -4.74% 0.64%
2016 27.47%  21.59% 20.85% 6.75% 6.11% -3.28%  24.93% 13.90% - 17.67% 12.66%
:/Z[::il?t';n 21.06% 21.37% 18.28% 18.98% 11.38% 13.70% 20.20% 26.30% 20.43% 15.52% 15.40%

" Real Estate was added as a new sector effective September 1,2016, elevating its position from the Industry Group within the Financial Sector.
For more information visit msci.com/gics

The distribution of risk among the MSCI USA IMI Sector Indexes from 2000-16 was also quite variable. Sectors
typically considered defensive, such as Consumer Staples and Health Care, showed an annualized volatility of 15%
or less. The more volatile sectors -- such as Financials, Energy, Information Technology and Materials -- showed

volatility exceeding 20%.
MSCI USA IMI SECTOR INDEX CORRELATION MATRIX

Energy Materials Industrials Consumer Consumer Health Financials Information Telecom Utilities Real USA IMI

Discr Staples Care Tech Svc Estate
Energy 1.00
Materials 0.70 1.00
Industrials 0.63 0.87 1.00
Consumer Discr 0.49 0.79 0.87 1.00
Consumer Staples 0.37 0.54 0.58 0.52 1.00
Health Care 0.39 0.53 0.61 0.56 0.61 1.00
Financials 0.50 0.73 0.83 0.80 0.56 0.57 1.00
Information Tech 0.40 0.58 0.67 0.75 0.24 0.48 0.51 1.00
Telecom Svc 0.34 0.45 0.51 0.57 0.36 0.39 0.41 0.59 1.00
Utilities 0.50 0.37 0.42 0.33 0.49 0.42 0.40 0.23 0.33 1.00
Real Estate 0.22 0.04 0.07 0.17 0.71 0.58 0.04 0.51 0.91 0.58 1.00
USA IMI 0.63 0.82 0.91 0.91 0.56 0.69 0.81 0.85 0.64 0.45 0.46 1.00
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GICS®: THE INDUSTRY STANDARD

The force behind the MSCI USA IMI Sector Indexes is the Global Industry Classification Standard (GICS®).

GICS is a common global classification standard used by thousands of market participants across asset managers,

brokers (institutional and retail), custodians, consultants, research teams and stock exchanges. It consists of 11

sectors, 24 industry groups, 68 industries and 157 sub-industries.

GICS SECTOR DEFINITIONS

Energy Sector: Exploration and production, refining and
marketing, and storage and transportation of oil, gas,

coal and consumable fuels, equipment and services.

Materials Sector: Companies that manufacture
chemicals, construction materials, glass, paper,
forest products and related packaging products, and
metals, minerals and mining companies, including

steel producers.

Industrials Sector: Manufacturers and distributors of
capital goods such as aerospace and defense, building
products, electrical equipment and machinery;
construction and engineering services; commercial
and professional services, including printing,
environmental and facilities services, office services
and supplies, security and alarm services, human
resource and employment services, research and

consulting services; transportation services.

Consumer Discretionary Sector: Businesses that
tend to be the most sensitive to economic cycles.
Its manufacturing segment includes automotive,
household durable goods, leisure equipment and
textiles and apparel. The services segment includes
hotels, restaurants and other leisure facilities,
media production and services, and consumer

retailing and services.

Consumer Staples Sector: Companies whose
businesses are less sensitive to economic cycles:
manufacturers and distributors of food, beverages
and tobacco; producers of non-durable household
goods and personal products; food and drug retailing,

including hypermarkets and consumer super centers.

Health Care Sector: Providers and services,
manufacturing and distribution of health care
equipment and supplies, and health care technology;
research, development, production and marketing of

pharmaceuticals and biotechnology products.

Financial Sector: Banking, thrifts and mortgage
finance, specialized finance, consumer finance, asset
management and custody banks; investment banking,
brokerage and insurance; financial exchanges, data

and mortgage real estate investment trusts (REITs).

Information Technology Sector: Software and
information-technology services; manufacturers and
distributors of technology hardware and equipment
such as communications equipment, cellular phones,
computers and peripherals; electronic equipment and

related instruments; semiconductors.

Telecommunication Services Sector:
Communications services primarily through fixed-
line, cellular or wireless, high-bandwidth and/or

fiber-optic cable networks.

Utilities Sector: Providers of electricity, gas and
water; independent power producers and energy
traders; generation and distribution of electricity as in

renewable sources.

Real Estate Sector: Real estate development and

operation, related services and equity REITS.
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ABOUT MSCI

For more than 40 years, MSCI's research-based indexes and analytics have helped the world’'s leading investors
build and manage better portfolios. Clients rely on our offerings for deeper insights into the drivers of performance
and risk in their portfolios, broad asset class coverage and innovative research. Our line of products and services
includes indexes, analytical models, data, real estate benchmarks and ESG research. MSCI serves 97 of the top 100
largest money managers, according to the most recent P&l ranking. For more information, visit us at www.msci.com.

The information contained herein (the “Information”) may not be reproduced or redisseminated in whole or in part without prior written permission from MSCI. The Information may not be
used to verify or correct other data, to create indexes, risk models, or analytics, or in connection with issuing, offering, sponsoring, managing or marketing any securities, portfolios, financial
products or other investment vehicles. Historical data and analysis should not be taken as an indication or guarantee of any future performance, analysis, forecast or prediction. None of

the Information or MSCl index or other product or service constitutes an offer to buy or sell, or a promotion or recommendation of, any security, financial instrument or product or trading
strategy. Further, none of the Information or any MSCl index is intended to constitute investment advice or a recommendation to make (or refrain from making) any kind of investment decision
and may not be relied on as such. The Information is provided “as is” and the user of the Information assumes the entire risk of any use it may make or permit to be made of the Information.
NONE OF MSCI INC. OR ANY OF ITS SUBSIDIARIES OR ITS OR THEIR DIRECT OR INDIRECT SUPPLIERS OR ANY THIRD PARTY INVOLVED IN THE MAKING OR COMPILING OF THE INFORMATION
(EACH, AN “MSCI PARTY") MAKES ANY WARRANTIES OR REPRESENTATIONS AND, TO THE MAXIMUM EXTENT PERMITTED BY LAW, EACH MSCI PARTY HEREBY EXPRESSLY DISCLAIMS ALL
IMPLIED WARRANTIES, INCLUDING WARRANTIES OF MERCHANTABILITY AND FITNESS FOR A PARTICULAR PURPOSE. WITHOUT LIMITING ANY OF THE FOREGOING AND TO THE MAXIMUM
EXTENT PERMITTED BY LAW, IN NO EVENT SHALL ANY OF THE MSCI PARTIES HAVE ANY LIABILITY REGARDING ANY OF THE INFORMATION FOR ANY DIRECT, INDIRECT, SPECIAL, PUNITIVE,
CONSEQUENTIAL (INCLUDING LOST PROFITS) OR ANY OTHER DAMAGES EVEN IF NOTIFIED OF THE POSSIBILITY OF SUCH DAMAGES. The foregoing shall not exclude or limit any liability that
may not by applicable law be excluded or limited.
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