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2XU 4GXFLDU\ UHVSRQVLELOLW\ WR FOLHQW@W.Y IRXQGDWLRQDO (
GHFLVLRQ ZH PDNH LV JXLGHG E\ D FRPPLWPHQW WR DFW LQ RXU F
LQWHUHVWYV :H VHHN WR DSSO\ WKH VDPH GLVFLSOLQH DQG FDUH
ZKHQ PDQDJLQJ RXU RZQ FDSLWDO ourinvestment

process begins
with a simple
7KLV GRFXPHQW GHVFULEHV RXU 6\VWHPDWLF —Q YfhdWPHQW OHWKF
ZKLFK LV WKH VWUXFWXUHG IUDPHZRUN ZH XVH ng?f;féiﬁv‘EUJdQ LPSOH
PDLQWDLQ FOLHQW SRUWIROLRV 5DWKHU WkpQ URS| K3 “PDUNHW
WHUP YLHZV RXU DSSURDFK HPSKDVL]HV DVVHW RQORFDWLRQ GL

ULVN PDQDJHPHQW DQG ORQJ WHUP GLVFLSOLQH

ODUNHWVY HYROYH HFRQRPLF FRQGLWLRQV FKDQJH DQG OLIH FLU]
VKLIW :KLOH RXWFRPHV FDQ QHYHU EH JXDUDQWHHG ZH EHOLHYH
VIVWHPDWLF UHVHDUFK LQIRUPHG SURFHVV SURYLGHV D GXUDEOF
IRU QDYLJDWLQJ XQFHUWDLQW)\ DQG SXWKXLQJ ORQJ WHUP 4QDQFL

2XU LQYHVWPHQW SURFHVV EHJLQV ZLWK D VLPSOH SULQFLSOH S
VKRXOG EH EXLOW WR VHUYH FOLHQW JRDOV :KLOH HYHU\ FOLHQYV
XQLTXH WKH ZD\ LQYHVWPHQW GHFLVLRQV DUH PDGH IROORZV D F
GLVFLSOLQHG VWUXFWXUH

7KLV VIVWHPDWLF SURFHVV LQWHJUDWHWKQDQFLDO SODQQLQJ LQ
SRUWIROLR FRQVWUXFWLRQ DQG RQJRLQJ RYHUVLJKW -W LV GHVL
JURZWK DQG ULVN RYHU WLPH ZKLOH UHPDQQLQJ 5H[LEOH DV FOLH
PDUNHW FRQGLWLRQV HYROYH 7KH EURDG SURFHVV FRQVLVWYV RI

Ecod Aag- Eax@aecOaxUal 1aéd UalORe 0O4ax OUa0Oeaec0abge
<RXU JRDOV GH4QH WKH SXUSRVH RI \RXU SRUWIROLR :H EHJLQ E\
D FOHDU XQGHUVWDQGLQJ RI \RXU 4QDQFLYYOHREWIHFWLYHYVY WLPH

DFFRXQW W\SHV DQG SHUVRQDO SULRULWLHYV 7KLV FRQWH[W LQIF
DVSHFW RI SRUWIROLR GHVLJQ DQG LV UHYLVLWHG UHJXODUO\ DV



Ecda Céa- AUebp OxxePBarearadaci

%HIRUH UHFRPPHQGLQJ D SDUWLFXODU SRUWIROLR VWUDWHJ\ ZH
DVVHVV \RXU DELOLW\ ZLOOLQJQHVV DXRXWHHG WR WDNH ULVN D
FRPIRUW RZQLQJ D SRUWIROLR WKDW ZLOO EHKDYH GL*HUHQWO\ Il
VWRFN PDUNHW

EcPid CUAPOY- Eax@aaecOaxUal ¢cU@ UVaé@ecadac eecaOc@Uij
'H ZzDQW \RX WR XQGHUVWDQG WKH LQYHVWPHQW SKLORVRSK\ ZKL|
GLVFXVV LQ JUHDWHU GHWDLO LQ WKLV ZKLWH SDSHU

AEcda rtaea- neURxUAU i1aea ééégUéBUéi
2QFH ZH KDYH FRPSOHWHG WKH GGV\RXYB VUV BWR KW\ RKNO SH
DVSHFWV RI ULVN DQG H[SODLQH®ELR X UZBISBIURD ZIR WNR L QY H
WRJHWKHU WR LPSOHPHQW \RXbH SREWAROOR FRRSWVRIGLRYV DU
RI 86 LQWHUQDWLRQDO DQG HPHUJLQJ
PDUNHWY VWRFN IXQGV KLJK TXDOLW\
s, ERQGY KHOG LQGLYLGXDOO\ RU WKURXJK
Stocks ERQG IXQGV DQG LQ VRPH FDVHV
_ DOWHUQDWLYH LQYHVWPHQW VWUDWHJLHV
Allermatives ZKLFK ZH ZLOO GLVFXVV LQ PRUH GHWDLO
Fixed $V SDUW Rl LPSOHPHQWDWLRQ ZH ZLOO
Income Intersrgtciﬁgal IRFXV RQ SURSHU DVVHW ORFDWLRQ
Emerging ZKLFK LV WKH SURFHVV Rl ORFDWLQJ
"gf‘g'éﬁg WD[ LQH]JFLHQW LQYHVWPHQWYV LQ WD]
DGYDQWDJHG DFFRXQWYV OLNH -5%$V 5RWK
For illustrative purposes only. -5%V DQG N DFFRXQWYV

Ecpa 1U0é@- AaUalal adUaczadaogi

$IWHU WKH SRUWIROLR LV LPSOHPHQWHG WR HQVXUH WKH SRUWIF
DOORFDWLRQ UHPDLQYVY FORVH WR WKH WKH RQH DJUHHG XSRQ SH
ZLOO RFFXU -Q DGGLWLRQ WKURXJK SWYXURGLF PHHWLQJV ZH ZLO
WKDW ZH FRQWLQXH WR XQGHUVWDQG DOO DVSHFWYV RI \RXU OLIH
EHLQJ VHQVLWLYH WR ZKHWKHU \RXU LQYHVWPHQW JRDOV DQG RE
FKDQJHG VLQFH WKH RULJLQDO LPSOHPHQWDWLRQ RI WKH SRUWIR

The appropriateness of a particular investmenwidrdgpiedyon an investor’s individual circumstaentesand obj
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/IRQJ WHUP LQYHVWPHQW VXFFHVVWR BQVHG HW W SAOKL Q IV
7KH EHVW LQYHVWPHQW SODQ IR WX FGHISHO®PWWQQRKY VS
DQG REMHFWLYHV 7KDW LV ZK\ ZECHHIQQQW KHUREMMVWPHQW
ZLWK D FRQYHUVDWLRQ DERXW LR RV KLY X W VHRAD\O W \SHHYD W
RI DFFRXQWV DGYLVRUV SUHIHUUHGNSYURFHVVHV DQG LQW

'KLOH HYHU\RQH V VLWXDWLRQ LV RRQEXEHH FHUWDLQ IDFWRUV VK
FRQVLGHUHG LQ FUHDWLQJ DQ\ LQRMVWRHFQWCGOWEH7KHVH IDFW
SXUSRVH RI WKH SRUWIROLR LWXUFHW NKBHEML@EG IXQGLQJ VR
ZKHQ \RX SODQ WR XVH WKH IXQGV DQQGWIKRIUGHNMMHH RI XQFHUW
\RX DUH ZLOOLQJ WR DFFHSW LQ SV \ZXLWVRVDRXUVREMHFWLYHV
FOHDU YLVLRQ RI \RXU JRDOV DQ@ RIHUFRPVEXDQBHW KW R JHW K H
IRXQGDWLRQ RI DQ LQYHVWPHQW SO M MGEK\DWVERNWOPDWFKHV \RXL
DV WKH UHDOLWLHV RI WKH 4QDQFLDO PDUNHWYV



EcCOa Céa-
AUseb axe:e@exradac

$FKLHYLQJ ORQJ WHUP LQYHVWPHQW VXFFHVV UHTXLUHV PRUH WK
UHWXUQV —-W UHTXLUHV WKRXJKWIXO ULVNRPDYDJHPHQW DOLJQHG
WLPHOLQH DQG FRPIRUW ZLWK XQFHUWDMQW\QGLVN LV QRW D VLQ
LW FDQQRW EH PDQDJHG H*HFWLYHO\ E\ IRFXVLQJ RQ YRODWLOLW\
DSSURDFK HYDOXDWHV PXOWLSOH GLPHQVLRQV RI ULVN WR HQVXU
GHVLJQHG QRW RQO\ IRU H[SHFWHG UHWXUQV EXW DOVR IRU UHVL
UDQJH RI PDUNHW HQYLURQPHQWYV

PartOne: "OURUc¢i ¢ca COP@ AUab

<RXU DELOLW\ WR WDNH ULVN GHSHQGV RQ IDFWRUV VXFK DV WLPI
LQFRPH VWDELOLW\ DQG HPSOR\PHQW VWDWXV /RQJHU WLPH KRU
VWDEOH LQFRPH JHQHUDOO\ DOORZ SRUWIROLRV WR WROHUDWH P
YRODWLOLW\ LQ SXUVXLW RI ORQJ WHUP JURZWK

Part Two: EURRU&AU&AD e ¢ca COP@ AUeab

:LOOLQJQHVV WR WDNH ULVN UH5HFWYV KRZ FRPIRUWDEOH \RX DUH
WHPSRUDU\ SRUWIROLR GHFOLQHV 7KLV LV D FULWLFDO FRQVLGH!
DEDQGRQLQJ D VWUDWHJ\ GXULQJ PDUNHW VWUHVV FDQ EH PRUH (
WKDQ YRODWLOLW\ LWVHOI 3RUWIROLR GHVLJQ PXVW UH5HFW EHK
QRW MXVW WKHRUHWLFDO RXWFRPHYV

Part Three: A@@x ¢4 COP@ AU=zb

1HHG WR WDNH ULVN LV GULYHQ E\ WKH UHWXUQ UHTXLUHG WR DF
+LJKHU UHWXUQ REMHFWLYHV RIWHQ UHTXLUH JUHDWHU H[SRVXUH
DVVHWYV ZKLFK PD\ LQFUHDVH YDULDELOLW\ LQ RXWFRPHV :KHQ U
QHHGV FRQS5LFW ZLWK DELOLW\ RU ZLOOLQWOQEHHYV WR WDNH ULVN \
DGGUHVVHG WKRXJKWIXOO\

5LVN LV EHVW XQGHUVWRRG LQ W KH YHRD WH[WKRIU\RXU REMH

WKDQ IRFXVLQJ VROHO\ RQ VKRUW SWHRR ISMULRUPDQFH RXU

PDQDJLQJ WKH ULVN WKDW PDWWWUR PR WOWRQUIDWGIU®J WR PHH
JRDOV 7KLV SHUVSHFWLYH JXLGIHWLRQVHV) ® RQRRDYLRQ GHF
SRUWIROLR RYHUVLJIKW



Part Four: ngadlUadap AgROcUé® AU=b

6RPH LQYHVWRUY HYDOXDWH VXFFHVV UHODWLYH WR IDPLOLDU EH
DV WKH 'RZ -RQHV -QGXVWULDO $YHUDJH RU WKH 6 3 KLOH IUH
FRPSDULVRQV FDQ EH PLVOHDGLQJ ZH UHFRJQL]JH WKHLU LPSRUWI
SRUWIROLRYVY DUH GHVLIJQHG ZLWK DZDUHQHVYV RI WUDFNLQJ YDULTL
IURP JOREDO GLYHUVL4FDWLRQ DQG VA\VWHRDWLF WLOWYV DQG WK|
DUH GLVFXVVHG RSHQO\ GXULQJ SRUWIROLR FRQVWUXFWLRQ

evolves over

Eax@asecOaxUaU ¢U @oews

vwadé@ecadac A£caOc¢cBUr

‘H EHOLHYH WKDW LQIRUPHG FOLHQWY PDNH EHWWHU ORQJ WHUP
8QGHUVWDQGLQJ KRZ DQG ZK\ SRUWIROLRY DUH FRQVWUXFWHG LQ
WKH OLNHOLKRRG Rl PDLQWDLQLQJ GLVFESOLQH GXULQJ ERWK IDY
FKDOOHQJLQJ PDUNHW FRQGLWLRQV

Fcda CUADOD- e he sy

EUO¢c ég aw0Oa Oi akiec@albclU0Oa

$ VA\VWHPDWLF LQYHVWPHQW PHWKRGRORJ\ DSSOLHVY FRQVLVWHQW
UHVHDUFK EDVHG SULQFLSOHYVY WR DVVHW DOORFDWLRQ SRUWIROI
UHEDODQFLQJ DQG ULVN PDQDJHPHQW -XGJPHQW LV DSSOLHG DW

IUDPHZRUN OHYHO QRW WKURXJK VKRUW WHUP PDUNHW FDOOV RU
GHFLVLRQ PDNLQJ

2XU LQYHVWPHQW DSSURDFK UH5HFWYV GHFDGHV RI DFDGHPLF DQG
UHVHDUFK DQG LV RYHUVHHQ E\ RXU - QYHVWPHQW &RPPLWWHH :K
VWUDWHJ\ HYROYHV RYHU WLPH VHYHUDO FRUH SULQFLSOHV JXLG
DUH GHVLIJQHG DQG PDQDJHG

1. Asset allocation is the foundation of portfolio out comes.
6WUDWHJIJLF DOORFDWLRQ DFURVY DVVHW FODVVHV LV WKH SULF
ORQJ WHUP UHWXUQV DQG ULVN 7KRXJK@Q/FKO GLYHUVL4FDWLRQ
JURZWK DQG VWDELOLW\ DV PDUNHWY DQG HFRQRPLF FRQGLWLF



2. *OREDO GLYHUVL<FDWLRQ UHGXFHV UHOLDQFH RQ DQ\ VLQJOH
outcome. 7KH DFDGHPLF HYLGHQFH VKRZV WKDW LQYHVWRUV VKRX
RZQ 86 LQWHUQDWLRQDO DQG HPHUJLQJ PDUNHWV VWRFNV U
FRQFHQWUDWLQJ VROHO\ RRL% 6J HARPIBIDRKLMKRZV WKDW
GLYHUVL4FDWLRQ DFURVYV FRXQWULHYV PDNHV VHQVH LQ WKH VC
GLYHUVL4FDWLRQ DFURVYVY FRPSDQLHV GRHYV

$SSUR[LPDWHO\ KDOI Rl WKH ZRUOG V VWRFN PDUNHW YDOXH F
QRQ 8 6 FRPSDQLHV 7KHUH LV QR ZD\ Rl NQRZLQJ ZKLFK FRXQV
ZLOO JHQHUDWH WKH KLJKHVW ORQJ WHUP UHWXUQV VR GLYHU
RSWLPDO VWUDWHJ\

3. 6\VWHPDWLF IDFWRU H[SRVXUH FDQ HQKDQFH H[SHFWHG UHWXU
5HVHDUFK VKRZV FRPSDQLHY WKDW VKDUH FHUWDLQ FKDUDFWH
VXFK DV EHLQJ VPDOOHU LQ VL]H RI KLDKH3J TXDOLW\ OHVV HJS
ZKRVH VWRFN KDV SHUIRUPHG ZHOO UHFHQWO\ KDYH RXWSHUIR
RYHUDOO?PDUNHW

4, )L[IHG LQFRPH SOD\V D ULVN PBDQDKHKXKDQWWIR OH
ERQGY DUH XVHG SULPDULO\ WR UHGXFH SRUWIROLR YRODWLOL
VWDELOLW\ QRW WR VSHFXODWH RQ LQWHUHVW UDWHV RU FUH

5. Academic evidence supports modest use of alternativ e
LQYHVWPHQW VWODWRHPH. BRUWIROLRY PRGHVW DOORFDWLRQV V
DOWHUQDWLYH VWUDWHILHYV PD\ HQKDQFH GLYHUVL4FDWLRQ RL
ZLWK FDUHIXO DWWHQWLRQ WR OLTXLGLW\ FRVW DQG WD[ FRQ

6. 7KH PHWKRGRORJ\ HYROYHV DV BNUSHQYNHFKDROMHYV
UHVHDUFK DGYDQFHVY DQG FOLHQW QHHGV VKLIW 2XU SURFHVV
GHOLEHUDWHO\ WKURXJK JRYHUQDQFH DQG UHVHDUFK QRW LQ
VKRUW WHUP LQYHVWPHQWYV

‘H FDQQRW FRYHU DOO DVSHFWV RI WKH LQYHVWPHQW VWUDWHJ\ 1|
SDSHU DQG ZLOO VXSSOHPHQW ZLWK DGGLWLRQDO HGXFDWLRQ RY
XQGHUVWDQGLQJ WKHVH VL[ FRQFHSWYV ZLO®XJR D ORQJ ZD\ WRZD!|
XQGHUVWDQG WKH SRUWIROLR UHFRPPHQGDWLRQV WKDW ZH PDNH

7KLY VWHS FRQFOXGHV ZLWK WKH GHYHORSPHQW RI DQ -QYHVWPH
6WDWHPHQW -36 7KH -36 GRFXPHQWYV WDUJHW DOORFDWLRQV U
JXLGHOLQHVY DQG NH\ SRUWIROLR SDUDPHWHUV SURYLGLQJ D GL\
IUDPHZRUN IRU ORQJ WHUP GHFLVLRQ PDNLQJ

'$VQHVV VUDHORY /LHZ ,QWHQWONILRQDIOLQYPRBVDO-BYDRRQY WRRWNRXUYQDO
)DPD )UHQFK $ <YH IDFWRRI DNVYBPI@QFEDOFIFRQRRGHY 9RROXXPEDO ,VVXH $SULO
Alternative investments may not be suitablesfor all client
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ueURRxUaU laea AaacUallUa
$ FRPPRQ TXHVWLRQ LV ZKHWKHU WKH SRUWIROLRMKRXOG EH LPS
DW RQFH RU LPSOHPHQWHG RYHU WLPH WKURXJK BREOODU FRVW D)\
5SHVHDUFK VKRZV WKDW '&$ LV JHQHUDOO\ FRXQWEL%&%%&‘@XFWLYH \
WHQG WR JR XS RYHU WLPH DQG GHOD\LQJ LQYHVWRHQW WKURXJH
WKHUHIRUH W\SLFDOO\ UH G X FPFH<W WHDQRW KHQVTYRXSAWDBQ LV
ZKHWKHU LQYHVWPHQWY LQ FHUWDLQ SRUWLRQV ‘ﬁlﬂz%ﬁbﬁ SRUWIRO
PDUNHWY VWRFNV VKRXOG EH GHOD\HG DV D UHVXOW.RLFXUUHQW
SDVW SHUIRUPDQFH :H DUH ELJ EHOLHYHUV LQ WHReHMQRWLRQ WKD)
SHUIRUPDQFH UHVXOWY DUH YLUWXDOO\ XQSQU/HGL:f’hiiﬁ‘S‘\)S’{KEeé)H 7KH $V
FKDUW EHORZ PDNHV WKLV SRLQW

‘e @¢ 1RO ADcedaee

20-Year
Annualized  Best Worst

2007 2008 2009 2010 2011 2012 2015 2016 2017 201 8 2019 2020 2021 2022 2023 2024 Returns Year Year

Emerging s Emerging It Small u all  Emergin Global Intl Large
it 919 | peal Estate  Real Estate Real Estate  Real Estate Bl S&P500  S&P500  Real Estate (MNeLEN] S&P500  S&P 500 E
Markets 5 Markets Value Markets  Short Bonds Value

Real Estate S&P 500

36.0% 39.8% 82.4% 28.1% 9.4% 19.5% 4 32.0% 4.5% 31.7% 36.8% 2.1% 31.5% 18.4% 45.9% 1.5% 26.3%  25.0% = 42.2% 11.0% 32.4% -37.0%

gl (l S i J.S. Large J.S. Large J.S. Large S. La 'l
Emerging  Intllarge  Global  MONELEN) Emerging | US.Laige | cooon0 ggpsg U-S Larse BEUELET US.Large | Emerging oo o0 Global  Jintllaige U Large MITERCT

U.S. Large Value Stocks
Markets Neutral  Short Bonds SRYETITS lue G Bonds | Markets Value Value Value Value Markets Short Bonds | Value (2 Value

31.7% 12.4% 6.6% 52.6% 24.5% 6.1% 18.7% 32.5% 13.7% 1.4% 17.3% 27.9% d 26.5% 18.4% 28.7% -4.5% 18.5% 38.6% 83% 32.5% -36.8%

. . | al US IS ' ' . a , ' . ‘
Int! Large intl Large MOUCUETN  Global al | epsgp  US Laie U sepsoo  MiLarge el Esate M1 LATGE Intl Large  Int! Large iInt! Large

Value o Value AZIIEIN Short Bonds Value IG Bonds Neutral 5 Neutral Value Neutral Neutral

29.3% 8.5% h RO 20.7% 2.3% b 32.4%  13.5% 1.2% 12.0%  24.2% g 23.1% 7.6% 28.3% -5.6% 17.9% 31.9%

U.S. Small Valu

7.4% 34.

intl Small |4 Intl Large  Emerging 5 Int1 Small al R Emerging PN int! Small : US.large  US. Large LGRS | Emerging §
Real Esta al Esta
Value Value alue Newal  Markets o 0 Value alue vaue IO Ve . Value Markets International Small Value Stocks
27.4% 6.9% H 33.7%  19.9% 2.1% 17.5% 27.7% b 1.1% 9.9% 21.8% -4.2% 22.8% b 31.4% 6.5% 52.6% -45.9%

Emerging Markets Total Stock
Market

{ I s. Large { { { 'l S. < a i
intl Large  Global Real Esae U'S 118 Intl Large  Int' Large Global  WUTELEIY incllaige o o Intl Large Int1 Smal Emerging  ooeoo
Neutral ~ ShortBonds  Value Value Value Value Value IG Bonds | Short Bonds VAT Value Neutral alue Value ! e Markets

25.7% 6.3% | -36.8% 28.5% 15.5% 0.4% 17.3%  21.5% 2.5% 1.0% 7.9% 21.0%  -4.4%  22.5% 4.6% 13.3% AL 7.1% 6.1% 82.4% -53.8%

intl Large  Global POt Laige | U.S. Large Global ntitarge SUNEUET ot Lage
Neutral  Short Bonds Value Value Value  Short Bonds | Value Value e Value

S&P500  S&P 500  S&P 500 S&P 500 Real Estate Real Estate

55% -37.0% 26.5% 15.1% b 17.1% | 21.0% 1.9% 0.1% 7.4% L L t 3.2% LSSV T N 14.0% 6.6% 6.0% 45.9% -39.2%

International Large Neutral
Stocks

UsS. Large S. small | Intl Large all | Intl Large Intl Large Emerging  U.S.large Intllarge IntlLarge  Emergin
g Real Estate g 9€ " Real Estate [IINEEEY 9 Real Estate 9ing 9 o 9 9ing

Value alue Neutral e Neutral Neutral ° e Markets Value Neutral Neutral Markets

22.2% i -39.2% L ot 16.4% 1.2% 0.0% -3.0% 6.7% 9% [PI7T% 2.8% 12.6% -14.3% 11.7% 5.3%

Cash

5.7% 33.7% -43.6%

Intl Large  U.S. Large & infllage | (oo Global  Emerging  US.lage Intl Large _ntiLarge | IntlLarge [T all  U.S. Large | Intl Large:
Neutral Value s Value Short Bonds ~ Markets Value Neutral = - Neutral Value Value Value Neutral

15.8% -43.6%  19.7% 5.0% -11.7%  16.0% 0.6% -1.8% 2 2. 7% -14.1% [ 17.0% 2.6% I 14.5%  11.5% 4.7%

International Large Value Stocks

S&P 500

5.5% 42.2% -44.3%

U.S. Intermedi

US.Large | IntlLarge Global | IntlLlarge | IntiLarge  Global Intl Large Global Emerging Emerging Global Global Global

Cash . S&P 500
Value Value  Short Bonds = Value Neutral  Short Bonds Neutral e Short Bonds s Markets 5 Markets Short Bonds  Short Bonds  Short Bonds.

-44.3%  2.3% 4.8%  -122% 2.1% 0.1% -4.3% d 1.5% 1.1% [-16.0% | 5.2% 0.7% -0.3% -18.1% 5.3% 4.3% 5.1%

Int'l Small Int'l Small us Intl Large  Intl Large Global Int!l Large Global Int' Large Global Emerging Int'l Small
Value Value IG Bonds G Bonds Value Value G Short Bonds Value Short Bonds Value Short Bonds  Markets Value

-45.9% L y -16.8% EWEL) -1.2% [=5.4% =% 1.1% 1.1% -151%  3.9% -8.2%  -08% -19. 8% u 3.0%

Global Short Bonds

25% 6.6% -4.5%

. . . 3 \
Emerging Emerging Emerging UGS Emerging Int Small reagsme S reamsame  YS u eal Esate e

Markets G Markets Markets Value Markets Value " IG Bonds IGBonds  IG Bonds

-53.8% /o 5 -19.5% L -2.2% -5.9% IEERE h Y -18.4% 5 -11.2% -1.7%  -26.0%  4.3% 2.4% 3.7% 17% 53% 0.0%

6RXUFH ORUQLQJVWDU ,QGH[ WBHB UH YV QW DIVLRHQ IM\DKEIOBNRBNE! \66 B5IXO © HD X H HWRFNIVO BXN MW O
6WRFN ODUNHW 06&, (PHUMBJ '0B6NHWWFEO, 36 7 5HDW HMEDWALRQ® Q[ 6563 060> DADWXOHD @ WIRE B D Q GGW/HR
RUOG H[ 86$ 15 8 6 ,QW HUPRIRCEIDWIHYRY FQ\RHEBV* RORHEUBXPHHRMR QDVOH/DRIH & LDDADK HQEVH R FONE DS & |
%RQGV )76( :*%, <U +GJ 86&( BRMIO/ &M VK 790N HULQDWLYHYV

7KH LQGLFHV DQG DV VHW/MWRLYBIVS¥WSRYH W KFRZ 6 VIWRHOVERRIFSD B D U 86 A HF & @O IHUM GERNC)TFERMIGR QORS G R
H[SHQVHV DQG DVVXPHV VDKM (RWIQNW LY PRPM R R & FEIMEHREGNIONH VWHGE UWHROFOMILUH D @W WKH HC

&RQVWDQWLQLGHY $ 1RWH RQHWBEBHL X ERS W QP,DY HWV WER B R\@ BREWERN DWR XYUH B Q DRI\ YILE D Q F-LXOWCH



7KLV FKDUW VKRZV WKH \HDU E\\WHDW HWW>OWYW RY VLN HR X

8 6 ODUJH FDS VWRFNV 6 3 DY ITBO X8 6/ WRPENDW BQG

UHDO HVWDWH LQYHVWPHQW WHNXVIWV LY(KDW G$W R RXHRADIQV
SDWWHUQ LQ WKH \HDU E\ \HDU GHYRCOONWW WFH B URHEALFQFH LV
DQG ZH WKLQN WKDW RQFH ZH KDS§SRUVGIHR@WR 4\W Kk DMMQ KRIYCHIWD O O
DFKLHYH \RXU JRDOV LPSOHPHQ@WY QX D/OKD W KSR D W R @/L ROIDW
WKH ULJKW DSSURDFK %H\RQG WHHMY MWRR ISIRU QWM QKN U H

WR XQGHUVWDQG DERXW RXU JHQH\RXW BRIWRBEOKLRVR EXLOGLQ

1. IRZ FRVW V\VWHPDWLF IXQGV DUH SUHWUWQWHG ZKHQ LPSOHPHQ
WKH VWRFN DOORFDWLRQ:RIDBEMUEBRBEWORGIYRI UV
WKDW FRVWY PDWWHU DQG WKDW LQYHVWRUV VKRXOG DYRLG X
PDQDJHG IXQGV E\ ZKLFK DQ LQGLYLGXDO RU PDQDJHPHQW WHD
DWWHPSWLQJ WR RXWSHUIRUP WKH PDUNHW -QVWHDG ORZ FR!
XVHG WR WU\ DQG FDSWXUH WKH GLPHQVLRQV RI UHWXUQ LGHQ
GHFDGHV RI DFDGHPIZK WY HOQPEK DUH UXOHV EDVHG DQG
QRW UHOLDQW RQ DQ LQGLYLGXDO V RU PDQDJHPHQW WHDP V E
WKH RYHUDOO PDUNHW RU LQGLYLGXDO VWRFNV

2. :KHQ LPSOHPHQWLQJ WKH «([HG LQFRPH DOORFDWLRQ RI \RXU

portfolio, low-cost bond funds or individual bonds ar e utilized.

:H EHOLHYH WKH SULPDU\ UROH RI 4[HG LQFRPH ZLWKLQ D SRUW
UHGXFH RYHUDOO SRUWIROLR ULVN LWV DELOLW\ WR SURYLGH
LOQOFRPH VRXUFH LV DOVR LPSRUWDQW EXW VHFRQGDU\ 7R DFFR
WKLY YLWDO UROH WKH DSSURDFK WR 4[HG LQFRPH LQYHVWLQ.
V\VWHPDWLF UHJDUGOHVY RI WKH YHKLFOHYV XVHG :H GR QRW E
VHOHFWLQJ PLVSULFHG VHFXULWLHY WLPLQJ WKH PDUNHW JXF
WKH GLUHFWLRQ RI LQWHUHVW UDWHY RU IXWXUH VKDSH RI WKI
PDNLQJ VLPLODU DWWHPSWYVY WR EHDW WKH PDUNHW

3., VRPH SRUWIROLRYVY DOWHUQDWLYH VWUDWHJILHY DUH XVHG I|
a modest portion of the overall portfolio. $V SUHYLRXVO\
PHQWLRQHG DFDGHPLF UHVHDUFK KDV XQFRYHUHG WKH EHQHA4)
WKDW VRPH DOWHUQDWLYH VWUDWHJILHY FDQ DGG E\ HLWKHU H
SRUWIROLR GLYHUVL4FDWLRQ RU LRFEHRYLQJ H[SHFWHG UHWXUC
DOWHUQDWLYH LQYHVWPHQW VWUDWHILHY WKH —-QYHVWPHQW 3
UHFRPPHQGY DUH KHOG LQ PXWXDO IXQG IRUP ORGHVW DOORFL
UHFRPPHQGHG EHFDXVH WKHVH VWUDWHJLHY PD\ KDYH KLJKHU
DUH WASLFDOO\ OHVV WD[ HIFLHQW DQG SRWHQWLDOO\ OHVV O

)DPD )JUHQFK $ <YH IDFWRRI DVYBI@FBEDOFFRQRRGHY 9RROXXPHDO ,VVXH $SULO
$VQHVV ORVNRZLW] 3HGHUVHQH 9DIOKHRXQ G ID® RH Q MWXIPQFEH USR R P H ,VVXH  -XQH



4, 7TKH XVH RI DVVHW ORFDWLRQ WR LPSVYRYH DIWHU WD[ UHWXUQV
VWUDWMMFWD[ HIFLHQW DVVHW FODVVHY OLNH DOWHUQDWLYH
LQFRPH DUH KHOG LQ WD[ DGYDQWDJHG DFFRXQWY 2YHU WLPH
KHOS UHGXFH \RXU WD[ EXUGHQ DQG FRQVHTXHQWO\ LPSURYH LC
UHWXUQ -W DOVR PHDQV WKDW HDFK DFFRXQW ZLOO QRW EH D
VDPH VLQFH VRPH DVVHW FODVVHV PD\ EH KHOG LQ RQH DFFRXC
QRW LQ RWKHUV )RFXVLQJ RQ DFKLHYLQJ WKH RYHUDOO DOORF
HIFLHQW PDQQHU LV WKH UHDVRQ IRU WKLY DSSURDFK

5. 7D PDQDJHG PXWXDO IXQGV H[FKDQJH WWBGDGHG IXQGV (7)vV D
municipal bonds, when appropriate, are used to improve the
WD[ H*FLHQF\ RI \RXU 7D IPWDIRIMIHRG IXQGV DUH PXWXDO
IXQGV WKDW H[SOLFLWO\ ORRN WR KDUYHWW FDSLWDO ORVVHV
LPSURYH WD[ HIFLHQF\ (7)V ReHU VLPLODU WD[ EHQH4WYV E\ QR\
WKURXJK FDSLWDO JDLQV WR LQYHVWRUV XQWLO WKH IXQG LV \

7KH UHVXOW RI WKH RYHUDOO SHRAHWQWLWDR®@®RZ FRVW WD

JOREDOO\ GLYHUVL4HG SRUW IR ORL®GWUKIDWN \WIRNHNM DRMW JRD OV
LQWR FRQVLGHUDWLRQ

*Implementation of certain aspects of the potifoliepemaient on the tax burden a client may incur.
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$ GLVFLSOLQHG LQYHVWPHQW DSSURDFK UHTXLUHWR®@IRLQJI RYHU
PDLQWHQDQFH LQFOXGHV VI\VWHPDWLF UHEDODQFL®"'S¥'®[ DZDUH

the | th_of
DQG SHULRGLF UHYLHZ WR HQVXUH SRUWIROLRV UHPRBLQ ROLIQHG
JRDOV DQG ULVN SDUDPHWHUYV a client. As life

progresses, your

~PSRUWDQWO\ WKHUH DUH WROHUDQFH EDQGV Dmglgagfgfls\’NKH WD L
IRU HDFK DVVHW FODVV WR HQVXUH WKH ZHLIJKW P XV, PRYH E\ D \
DPRXQW EHIRUH UH EDODQFLQJ LV QHHGHG 7KLV KH@®SV UHGXFH V
FRVWY DQG SRWHQWLDOO\ WD[HV ZKLOH HQVXULQJ=W&DTW UHEDOD
ZKHQ ZHLJKWV GHYLDWH VLJQL4FDQWO\ IURP WKH WDUJHWYV

2QJRLQJ PDLQWHQDQFH DOVR LQFOXGHY WD[ HIFLHQW PDQDJHPHQ
SRUWIROLR 2QH VWUDWHJI\ LV WR KDUYHVW FDSLWDO ORVVHV ZKH
GHFOLQH LQ WD[DEOH DFFRXQWVY VR WKDW WKHVH FDSLWDO ORVVHI
WR ReVHW IXWXUH FDSLWDO JDLQV )HGHUDO DQG VWDWH WD[ UDW
RYHU WLPH ZKLFK FDQ LQ5XHQFH WKH LQYHVWPHQW VWUDWHJILHV
XVHG LQ WD[DEOH DFFRXQWYV —-Q SDUWAH YOCHJ PXQLFLSDO ERQGYV
EHVW 4[HG LQFRPH RSWLRQ DW UHODWLYHO\ KLJK IHGHUDO LQFRP
EXW PD\ QRW PDNH VHQVH DW ORZHU IHGHUDO LQFRPH WD[ UDWHV
LQ WKH ZLWKGUDZDO SKDVH ZH DOVR KHOS ZLWK D WD[ H]JFLHQW I
WR VSHQGLQJ RXW RI WKH SRUWIROLR EHFDXVH ZLWKGUDZDOV IUR
DFFRXQW W\SHV FDQ KDYH VLJQL4FDQWO\ GL*HUHQW WD[ LPSOLFD!

'LVFRYHU\ FRQWLQXHV IRU WKH OHQJWK RI RXU UHODWLRQVKLS ZL
OLIH SURJUHVVHV \RXU 4QDQFLDO JRDNH/O\KHKIDWK DQG YDOXHYV Z
7TKHVH FKDQJHYV FDQ KDYH LPSOLFDWLRQV IRU ZKDW DVVHW DOORF
PDNHV WKH PRVW VHQVH WKH VL]H RI ZLWKGUDZDOV QHHGHG IURF
SRUWIROLR DQG RWKHU DVSHFWYV RI \RXU 4QDQFLDO ZHOO EHLQJ
ZH VWULYH WR VWD\ RQ WRS RI WKHVH FKDQJHVY DQG KHOS \RX XQ
LPSDFW RI WKHVH FKDQJHV IURP D 4QDQFLDO SHUVSHFWLYH

$ UHODWLRQVKLS JURXQGHG LQ 4GXFLDU\ REOLJDWLRQ ZKLOH HeF
LOQFRUSRUDWLQJ DFDGHPLF HYLGHQFH RQ KRZ PDUNHWY FDQ EH X\
SXUVXH \RXU 4QDQFLDO LQGHSHQGHQFHWHYDM WD O LQ DGRSWLQJ

DSSURDFK -XVW DV DVVHW DOORFDWLRQ LV RIWHQ DPRQJ WKH 4U
EXLOGLQJ D ORQJ WHUP SRUWIROLR VHOHFWLQJ DQ DGYLVRU ZKR
VI\VWHPDWLF DSSURDFK FDQ EH DPRQJ WKH 4UVW VWHSV WRZDUG [
ORQJ WHUP WUXVWHG DGYLVRU UHODWLRQVKLS



7KH LQIRUPDWLRQ SURYLGHGH \DERGXNVND@RWRQIXWEHQG HE WHUBBMFLORODWMR XOG LW EH FRQVWU
LQYHVWPHQW WD[ RU OHJGOLBBYURH WXGLYLBZXDOW K BRXYAERMVHAN RWKHU DGYLVRUV EHIRL
DFWLRQV LQ UHVSRQVH WR WISH PWMWWHWKR/REDGFRVVMNBH VRKHOBBWRYWHRW SRKURPDWLRQ VHUYHYV |
Rl RU VXEVWLWXWH IRU SHHMRMRQ MNKHHGSLQGRYVGXD)® DXCW R RM\WUAQERLYVURIELWY UHSUHVHQWD
IRUZDUG ORRNLQJ VWDWHPHOQWNKDQ@JH S URWKQ®/JV AR WDRIQMORI WIKKOOW FRPPXQLFDWLRQ PD
upon as a guarantee, promise, assurance, or reggéseheafidore. Past performance does nduguarsegeés.

ODUNHW FRQGLWLRQV FDQ WDWN HEHWGHDPG R¥RQ R\PLAFHH DHEAFHE@HL@RDD SRVLWLYH LPSDFW RQ
QRW UHSHDW WKHPVHOYHV WQYRIW VWLELWEAGRWRKR H® RMVYH® VIEQRMEGRQ P BXVHW DOORFDWLRQ
EH XVHG LQ DQ HSRUW WR PRDHDYHUU LQRN LIYG VWG R B Q WHY DWMD ROHQVHRW YUKMN PDQDJHPHQW WH|
SUR<WDEOH UHWXUQV RU QUYRWR @ WHIM L (Q/YWH VWY N QW BO0H ¥ b W HNBIB/HP PR FXW EH VXLWDEOH
3DUWQHUV RSLQLRQV PD\ RXIDLQUIHRRYHQS LR\W KGDUH | IV RWRDUBDN HW OFHU R XADUHSUHVHQWDWLYHV
SURYLGH LQYHVWPHQW SKLORWR®KLKNDUVWKHWHIEHR S R IR BMINUIHHIWVIRSIDQERQWLFXODU LQYHYV
will depend on an investor’s individual circumsteexteseand obj

BHUYLFHV DUH RSHUHG WKURXJK&)ROBV)RBXW QBIUW GG UV B VBN B WERIBR OOHFWLYHO\ UHIH
GRFXPHQW DV )RFXV 3DUWQMUWH U\6 (& HIH MW WIHW HREQ L DIWAK/OWRHHPMYIBDGR HY QRW LPSO\ D FHU!
RU WUDLQLQJ DQG GRHV QRW DBSOR WH® W KK A X603 & LKABHPOWBOGRWUYR-H/@/ B H LR 8§ WWRU WKHLU UHSU|
-DQXDU\ YRFXV 3DUW QH U ¥ NLOQYILKVIRRU 66/RDDXWYHL RIGFV 3DRMWQKE BB G /@EXPBIGG )RFXV 3DUWQHUV |
7KH &RORQ\ *URXS //& 3O0HDVHRD®\DGKDLYHG YLIGIMR YRFH ¥HRUD BWFQIW OV K URXJK RXU ZHEVLWH
VRXUFHV B6HUYLFHV DQG LQXHVWPG\WW R @O PH DILVR R Q)@ FEMIFTTHOWGABW K WKH FOLHQW K
"HDOWK //& DQG )RFXV 3D U WQIHKWWWSEHVLNBYHER CBRWLRQV //& $00 N







