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Using a Glide Path to Manage
Pension Funding Risk

A Thoughtful Approach to De-Risking Defined Benefit Plans

1. Funded Ratios Have Fluctuated Wildly for a Decade

2. Glide Path De-Risks to Protect Gains in Funded Status

While the market rebound has
narrowed the funding gap of
the typical large US defined
benefit (DB) plan, its asset-
liability mismatch makes it
vulnerable to another
downturn.

Data cover the largest 150 DB plans
sponsored by US corporations.
Source: AllianceBernstein, Company 10K

. Glide Path Approach Can Control Risk, Retain Upside...

Adopting the glide path can
help plans to avoid severe
underfunding in poor markets
and stranded assets in up
markets.

For details on risk and return assumptions,
see back of page. Source: AllianceBernstein
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. Implementing and Maintaining the Glide Path

We design the glide path,
taking the plan’s current asset
allocation, liability profile and
risk tolerance into account.
We adjust the mix regularly to
keep the plan on the desired
path.
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Assuming loss aversion, uncertainty and
longevity risk. For illustrative purposes only.
Source: AllianceBernstein

. ...and Cut Tail Risk of Higher Contributions

The glide path’s lower-risk
asset allocation reduces the
size of contributions that plan

Expected Contributions over Next Ten Years

sponsors would have to make : PMoeodrigﬂal[:;[Eets USD Millons
in median or poor markets = Great Markets 47

Median markets are defined as median
outcome for both assets and liabilities, poor 24 22
markets as 5th percentile, great markets as

95th percentile in simulations of 10,000 7 16
outcomes. Calculations based on a plan with
starting asset and liability values of USS88 Static 60/40 Glide Path

and US$100 million, respectively. For
details on risk and return assumptions, see
back of page. Source: AllianceBernstein

. Dynamic Approach Can Also Reduce Swings in Funding

Funded Ratio

Adjusting the portfolio mix in
response to changes in market
conditions can also reduce the
odds of extreme outcomes,
thus lowering volatility in Fewer
funded ratio and required Large
contributions.

Fewer

Less
Volatility

Adjustment Asset
Trade Class
Details Glide Path Values

Adjustment Calculation H Dynamic Asset Allocation

= Conventional Asset Allocation

AllianceBernstein

These statements reflect the performance of the majority of accounts. Individual account performance may vary due to a variety of factors, including benchmark, account guidelines,
investment vehicle implementation (if any), fees charged and timing of cash flows. As of March 2010

Source: AllianceBernstein Source: AllianceBernstein
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Note to All Readers:

The information contained herein reflects, as of the date hereof, the views of AllianceBernstein L.P. (or its applicable affiliate providing this publication) (“AllianceBernstein”) and sources
believed by AllianceBernstein to be reliable. No representation or warranty is made concerning the accuracy of any data compiled herein. In addition, there can be no guarantee that any
projection, forecast or opinion in these materials will be realized. Past performance is neither indicative of, nor a guarantee of, future results. Accounts that permit investment practices
such as leverage, short sales and derivatives are subject to an increased risk of investment loss and potentially higher performance volatility. The value of investments can fall as well as
rise and you may not get back the original amount invested.

The views expressed herein may change at any time subsequent to the date of issue hereof. These materials are provided for informational purposes only, and under no circumstances
may any information contained herein be construed as investment advice. AllianceBernstein does not provide tax, legal or accounting advice. The information contained herein does not
take into account your particular investment objectives, financial situation or needs, and you should, in considering this material, discuss your individual circumstances with professionals
in those areas before making any decisions. Any information contained herein may not be construed as any sales or marketing materials in respect of, or an offer or solicitation for the
purchase or sale of, any financial instrument, product or service sponsored or provided by AllianceBernstein L.P. or any affiliate or agent thereof. References to specific securities are
provided solely in the context of the analysis presented and are not to be considered recommendations by AllianceBernstein. AllianceBernstein and its affiliates may have positions in,
and may effect transactions in, the markets, industry sectors and companies described herein. This document is not an advertisement and is not intended for public use or additional
distribution.

Note to Canadian Readers:

This publication has been provided by AllianceBernstein Canada, Inc. or Sanford C. Bernstein & Co., LLC and is for general information purposes only. It should not be construed as advice as
to the investing in or the buying or selling of securities, or as an activity in furtherance of a trade in securities. Neither AllianceBernstein Institutional Investments nor AllianceBernstein L.P.
provides investment advice or deals in securities in Canada.

Note to UK Readers:
This document has been provided by AllianceBernstein Limited. Authorised and regulated in the UK by the Financial Services Authority.

Note to Japanese Institutional Readers:
This document has been provided by AllianceBernstein Japan Ltd. AllianceBernstein Japan Ltd. is a registered investment management company (registration number: Kanto Local
Financial Bureau no. 303). It is also a member of Japan Securities Investment Advisers Association and the Investment Trusts Association, Japan.

Note to Australian Readers:
This document has been issued by AllianceBernstein Australia Limited (ABN 53 095 022 718 and AFSL 230698). Information in this document is intended for wholesale investors only,
and is not to be construed as advice.

Note to New Zealand Readers:

This document has been issued by AllianceBernstein New Zealand Limited (AK 980088). This document is not directed at members of the public. Information in this document is
intended for institutional investors only, and is not to be construed as investment advice.

Note to Singapore Readers:

This document has been issued by AllianceBernstein (Singapore) Ltd. (Company Registration No. 199703364C). The Company is a holder of a Capital Markets Services Licence issued by
the Monetary Authority of Singapore to conduct regulated activity in fund management.

Note to Hong Kong Readers:
This document is issued in Hong Kong by AllianceBernstein Hong Kong Limited, a licensed entity regulated by the Hong Kong Securities and Futures Commission.

Asset-Class Risk and Return Assumptions for Displays 3 and 4:

10-Yr. Expected Geometric Return* 10-Yr. Expected Volatility*

Medium-Term US Sovereign Fl 3.4% 3.3%
Medium-Term US Investment-Grade Fl 43 4.9
US Large Cap Equity 8.2 15.4
US Small Cap Equity 7.8 19.6
International Equity 8.9 17.9
Global Public Real Estate 8.0 16.0

*As of March 2010
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