
   
 

CITY OF PORT ORANGE 
POLICE OFFICERS’ PENSION BOARD 

QUARTERLY MEETING AGENDA 
 

City Hall Conference Room #2 
Second Floor 

1000 City Center Parkway 
Port Orange FL 32129 

Friday, February 19, 2016 
9:00 a.m. 

 
 
 

 
 

 
Disability Information:  If you are a person with a disability who needs any accommodation in order to 
participate in this proceeding, you are entitled, at no cost to you, to the provision of certain assistance. 
Please contact the City Clerk for the City of Port Orange, 1000 City Center Circle, Port Orange, FL 32129, 
telephone number 386-506-5563, within two working days of your receipt of this notice or five days prior 
to the meeting date. If you are hearing or voice impaired, contact the relay operator at 1-800-955-8771. 
Appeal Notice:  Any person who decides to appeal any decision made by the Port Orange Police 
Officers’ Pension Board will need a record of the proceedings, and for such purpose he or she may need 
to ensure at his or her own expense for the taking and preparation of a verbatim record of all testimony 
and evidence of the proceedings upon which the appeal is to be based.  

 
 

William Proctor 
Secretary 

Drew Bastian 
Trustee 

Vacancy 
Resident Trustee 

Warren Carman 
Trustee 

Steve Braddock 
Chairman 

1. CALL TO ORDER 
 
2. DETERMINATION OF A QUORUM 

 
3. APPROVAL OF MINUTES 

A. Approve the minutes of quarterly meeting November 20, 2015. 
4. OFFICER AND TRUSTEE REPORTS 
5. CONSENT AGENDA 

A. Ratify plan expenditures as follows: 
 1. Sugarman & Susskind – monthly retainer for November 2015 - $2,000; 
 2. Sugarman & Susskind – monthly retainer for December 2015 - $2,300; 
 3. Sugarman & Susskind – monthly retainer for January 2016 - $2,300; 
 4. Plan Administrator Karan Rounsavall – monthly fee (November 2015, 

 December 2015, January 2016) - $7,200; 
 5. James Moore, CPA – progress billing for audit of 9/30/3015 financial 

 statements through December 2015 - $4,500; 
 6. James Moore, CPA – progress billing for audit of 9/30/2015 financial 

 statements through January 2016 - $3,000; 
 7. Florida Public Pension Trustees Association (FPPTA) – 2016 annual dues 

 - $600; 
 8. Florida Public Pension Trustees Association (FPPTA) – Registration for 

 winter trustees school for Drew Bastian and Warren Carman - $900; 
 9. Hilton Orlando – lodging expenses for trustees to attend FPPTA winter 

 school - $1,100; 
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 10. Florida Public Pension Trustees Association (FPPTA) – registration fee for 
 Certified Public Pension Trustee Program for Warren Carman - $900; 

 11. Warren Carman – reimbursement of expenses for attendance at State’s 
 Pension Trustee Conference in Orlando - $409.04; 

 12. Graystone Consulting – Tampa – all-inclusive investment fees (October 1, 
 2015 through December 31, 2015) - $62,222.16. 

B. Acknowledge refund of member contributions to the following non-vested 
members: 

 1. Ashley Kortright (non-vested member) in the amount of $1,543.29; 
 2. Ray Chan (non-vested member) in the amount of $14,376.71. 
C. Acknowledge distribution of DROP account balance for John Jakovenko as of 

February 1, 2016. 
7. CONSULTANT REPORTS 

A. Chad Little  – Freiman Little Actuaries, LLC (Plan Actuary) 
1. Presentation of annual actuarial valuation for fiscal year ending 

September 30, 2015 
2. Declare expected annual rate of investment return for assets of Port 

Orange Police Officers’ Pension Plan for short term and long term 
thereafter in accordance with Section 112.661 Florida Statutes 

B. Zach Chalifour – James Moore CPA (Auditor) 
1. Presentation of draft audit of Police Pension Fund financials for fiscal year 

ended September 30, 2015 
2. Discuss action plan related to non-taxable contributions made by retired 

members 
C. Charles Mulfinger – Graystone/Morgan Stanley Wealth Management 

(Investment Consultant) 
1. Performance Report for quarter ended December 31, 2015 
2. Small and Mid-Capitalization Value Investment Manager Search 

D.  Ken Harrison – Sugarman & Susskind (Attorney) 
E.  Karan Rounsavall – Plan Administrator 

1. Educational Opportunity: Annual Police Officers’ and Firefighters’ Pension 
Trustee School in Tallahassee (May 16 – 18, 2016) 

8. OLD BUSINESS 
9. NEW BUSINESS 

A. Request of disability retiree (line-of-duty) for letter from Plan Attorney 
advising that line-of-duty disability benefits are non-taxable distributions 
and for corrected 1099-R’s for 2012, 2013, 2014, and 2015 to that effect. 

B. Discussion and recommended action to clarify treatment of “breaks in 
service” as it relates to vesting in the retirement plan 

C. Ratify early retirement benefits for Serena Besuden as of November 1, 
2015 (Ten-Year Certain and Life Annuity) 
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10. PUBLIC COMMENT 

 
11. ADJOURNMENT

 



 
 
 

CITY OF PORT ORANGE 
POLICE OFFICERS’ PENSION BOARD 

NOVEMBER 20, 2015 
 
 

The Port Orange Police Officers’ Pension Board of Trustees held its quarterly meeting 
on Friday, November 20, 2015 in the Second Floor Conference Room of City Hall, 1000 
City Center Parkway, Port Orange, Florida.  
 
MEMBERS PRESENT: Chairman Steve Braddock (police member) 
    Secretary William Proctor (police member) 
    Warren Carman (fifth member) 
    Drew Bastian (resident member) 
    Todd Traster (resident member) 
 
CONSULTANTS:  Ken Harrison, Board Attorney – Sugarman & Susskind 
    Dustin Watkins, Associate Attorney – Sugarman & Susskind 
    Charlie Mulfinger, Investment Consultant – Graystone 
    Scott Owens, Investment Consultant - Graystone 
    Chad Little, Actuary – Freiman Little Actuaries 
    Karan Rounsavall, Plan Administrator 
Chairman Braddock called the meeting to order at 2:03 p.m. A quorum was in 
attendance. 
APPROVAL OF MINUTES 
Member Traster moved to approve minutes of quarterly meeting September 3, 2015 as 
submitted. Member Bastian seconded the motion and it carried unanimously. 

CONSULTANT REPORTS (Note: Actuary’s report taken out of agenda order) 
A. Chad Little – Freiman Little Actuaries, LLC (Plan Actuary) 

Mr. Little reported that the annual report for the Port Orange Police Pension Fund was 
approved by the state and that premium tax revenues in the amount of $345,821.69 
were received and deposited to the Fund. 
Mr. Little went on to provide an update on the Division of Retirement’s conference held 
earlier in the week and the Division’s ruling on implementation of new legislation. His 
comments included the mandated use of new mortality tables effective with the October 
1, 2016 valuation. As to the requirement to provide a detailed accounting of plan 
expenses, he was advised that the plan’s audit would suffice. 
He also mentioned that he received salary data for Fiscal Year 2014/2015 from city staff 
and began work on the 2015 annual valuation which he hoped to deliver at the February 
19, 2016 meeting. 
Mr. Little was excused from the meeting at 2:30 p.m. to accommodate travel plans. 
OFFICER AND TRUSTEE REPORTS 
Board members welcomed Sgt. Warren Carman, who was serving as the “fifth” trustee, 
to his first meeting. Member Carman attended the State’s Annual Police Officers’ and 
Firefighters’ Pension Conference in Kissimmee earlier in the week. 
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Resident Member Traster reported that the real estate market in Volusia County was 
healthy and doing quite well. 
ELECTION OF OFFICERS 
Member Bastian nominated Sgt. Steve Braddock for chairman. There were no other 
nominations. Member Traster moved to close nominations. Member Proctor seconded 
the motion and it carried. Member Traster then moved to re-elect Sgt. Braddock as 
chairman for another two-year term by acclamation. Member Bastian seconded the 
motion and it carried unanimously. 

Nominations were opened for secretary. Member Traster nominated Lt. William Proctor 
for secretary. Member Traster moved to close nominations. Member Bastian seconded 
the motion and it carried. Member Bastian then moved to re-elect Lt. Proctor as 
secretary for another two-year term by acclamation. Member Traster seconded the 
motion and it carried on an all yes vote. 

CONSENT AGENDA 
The following items were presented for action as recommended: 

A. Approve plan expenditures as follows: 
1. Sugarman & Susskind – monthly retainer for August 2015 - $2,000. 

Recommendation: Ratify payment. 
2. Sugarman & Susskind – monthly retainer for September 2015 - $2,000. 

Recommendation: Ratify payment. 
3. Sugarman & Susskind – monthly retainer for October 2015 - $2,000. 

Recommendation: Ratify payment. 
4. Plan Administrator Karan Rounsavall – monthly fee (August, September, 

October 2015) - $7,200. Recommendation: Ratify payments. 
5. Graystone Consulting – Tampa – all-inclusive investment fees (July 1, 2015 

through September 30, 2015) - $64,086.13.  Recommendation: Ratify 
payment. 

Member Traster moved to approve/ratify all plan expenditures as set forth above. 
Member Bastian seconded the motion and it carried unanimously. 

CONSULTANT REPORTS - Continued 
B. Charles Mulfinger and Scott Owens – Graystone Consulting/Morgan Stanley 

Wealth Management (Investment Consultant) 

• Performance Report for quarter ended September 30, 2015 
Mr. Owens delivered a brief economic overview. The past quarter was particularly 
challenging with broad equity markets posting their weakest returns in several years. All 
sectors were down, with small cap managers posting the worst returns. Macroeconomic 
and geopolitical concerns drove the volatility including falling energy and commodity 
prices and lack of direction from the Federal Reserve concerning a decision on short-
term interest rates. Internationally, the impact of China’s slowing economic growth and 
devaluing of its currency was felt throughout financial markets. 
While the portfolio for the Port Orange Police Pension Plan was down, both Mr. 
Mulfinger and Mr. Owens stressed that it was less negative than the overall market.  
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Graystone’s strategy was to select managers that had less volatility. The fund lost less 
than its respective benchmarks. 
Mr. Mulfinger continued with a review of the Investment Performance Report for the 
fourth/final quarter of Fiscal Year 2014/2015. The Fund was down -4.09 percent on a 
time-weighted basis (net of fees) which was slightly ahead of the policy index which was 
down -4.45 percent. Total market value as of September 30, 2015 was $27,731,466 
representing a loss of $1,099,083 (net of fees) since the previous quarter ended June 
30, 2015. The trailing one-year return was negative -0.59 percent (net of fees) which fell 
short of the policy index return of a positive 0.91 percent and the 7.75 percent assumed 
actuarial investment rate of return. As of November 18, 2015 the market value of the 
fund was $29,230,693 (a gain of 3.5 percent since September 30, 2015). 
The portfolio was slightly underweight in a few equity asset classes but still within target 
ranges. Accordingly, there was no need to rebalance at this time.  
Quarterly performance results (gross of fees for quarter ending September 30, 2015) for 
the various investment styles/managers represented in the portfolio were as follows: 
BlackRock (large cap value) – negative return of -6.16%* 
Jennison (large cap growth) – negative return of -5.43% 
Wedgewood (large cap growth) – negative return of -7.04% 
Connors (large cap core) – negative return of -6.04%* 
GW Capital (small cap value) - negative return of -9.61%* 
RBC (small cap growth) – negative return of -7.62%* 
Lazard (international value) – negative return of -7.09%* 
Renaissance (international growth) - negative return of -12.63% 
Madison Investment Advisors (fixed income) – positive return of 0.85% 
Pine Grove (alternative investments – hedge fund) – negative return of -2.76% 
Private Advisors (alternative investments – hedge fund) – negative return of -2.68% 
UBS (private real estate) – positive return of 3.43%* 
* These managers beat their respective fund index. 
Total fees paid to Graystone Consulting for the quarter were $64,086.13 which included 
consulting, trading, and custody as well as fees charged by the individual managers. 
Hedge funds were reported net of fees. 
Mr. Mulfinger reviewed the compliance checklist which examined the portfolio against 
the Board’s Investment Policy Statement (IPS) for each asset class, concentrating on 
those managers reporting a “No.” 
Board members discussed the performance of individual managers and expressed 
particular concern about the negative returns posted by hedge funds noting that these 
managers had continually lost money since being added to the portfolio several years 
earlier. Mr. Mulfinger felt that it was important to keep the hedge funds in the portfolio. 
He reiterated Graystone’s philosophy that this portfolio would not do as well in the up 
markets but would not do as poorly in down markets. The portfolio achieved its returns 
while taking less risk that the overall market. 
Member Proctor moved to accept the investment performance report as presented. 
Member Bastian seconded the motion and it carried unanimously. 
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• Review of fees charged by Graystone Consulting to surrounding retirement 
plans 

At its September 3, 2015 quarterly meeting, the Pension Board asked Graystone 
Consulting to provide a comparison of fees that it charged to other public pension 
clients. Board members were in receipt of a handout showing Graystone’s fees for three 
plans in Volusia County that were in the all-inclusive fee (WRAP) program as well as the 
City of Naples (combined plans) that was charged an annual hard dollar fee of $54,500 
for consulting services. Mr. Mulfinger suggested that the Port Orange Police Pension 
Fund could be considered for a hard dollar when its assets reached $50 million. 

• Enhanced investment platform and fee proposal 
Mr. Mulfinger presented an amendment to the Police Board’s institutional services 
agreement with Morgan Stanley/Graystone Consulting amending the fee schedule for 
consulting services. The proposed fee platform change recognized efficiencies from 
new technology. “Select UMA Program” reduced the total blended consulting fee (i.e. 
Graystone) from 0.56 percent to 0.51 percent. The consulting fee included consulting, 
trading at no commission, and custody. This blended fee did not include individual 
investment manager fees although the fees charged for several individual investment 
managers would decrease by a few basis points under the new platform. The overall 
“Total Traditional and Alternative Fee” was reduced from 1.00 percent under the current 
platform to 0.93 percent with Select UMA. The change went into effect on January 1, 
2016. 
Member Bastian moved to amend its agreement with Morgan Stanley/Graystone 
Consulting to adopt the new fee schedule described above with an effective date of 
January 1, 2016. Member Traster seconded the motion and it carried unanimously. 

C. Ken Harrison – Sugarman & Susskind (Attorney) – No report 
D. Karan Rounsavall – Plan Administrator 

• Educational opportunity - Florida Public Pension Trustees’ Association 
(FPPTA) Winter Trustees’ School in Orlando (January 31 through February 3, 
2016) 

Mrs. Rounsavall announced the upcoming trustees’ school. If any member wished to 
attend, they were to contact her at their earliest opportunity for registration information, 
reservations, etc. 

• Status of Ordinance No. 2015-38 clarifying the annual maximum retirement 
benefit of $95,000 (inclusive of cost-of-living adjustments) for participants 
employed and not participating in DROP on January 31, 2011 

Mrs. Rounsavall advised that the subject ordinance was scheduled for public hearing 
before City Council on December 1, 2015. 

• Status of ordinance clarifying that average final compensation will be 
determined using “plan” years 

The ordinance would be forwarded to city administration pending its review and 
subsequent consideration by City Council. 
OLD BUSINESS – None 
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NEW BUSINESS 
A. Establish quarterly meeting dates for 2016 (Fridays at 2:00 p.m. on February 19, 

2016, May 20, 2016, August 19, 2016, and November 18, 2016) 
Member Traster wondered whether or not the suggested time of the quarterly meetings 
(i.e. 2:00 p.m.) could be changed to the morning. The dates were acceptable. 
Member Carman moved to approve the meeting dates as set forth above but to change 
the meeting time to 9:00 a.m. Member Traster seconded the motion and it carried 
unanimously. Plan Administrator Rounsavall would confirm that the conference room 
was available for morning meetings. 

B. Authorization to renew membership in Florida Public Pension Trustees 
Association (FPPTA) for 2016 at a cost of $600. 

Member Bastian moved to authorize renewal of the Board’s membership in FPPTA for 
2016. Member Traster seconded the motion and it carried on an all yes vote. 

C. Approve updates to the Summary Plan Description (biennial revision 2015) and 
authorize distribution to active members 

Board members were in receipt of the Summary Plan Description (SPD) as updated by 
Plan Administrator Rounsavall. It was noted that the Board recently reviewed and 
approved an application for the purchase of prior law enforcement and/or military 
service that included an installment payment option. 
Member Bastian moved to approve the SPD with inclusion of the most current actuarial 
information and optional methods for purchasing credited service for prior law 
enforcement or military service. Member Bastian seconded the motion and it carried 
unanimously. 

D. Policy relating to purchase of credited service in Port Orange Police Officers’ 
Pension Plan for prior law enforcement and/or military service 

Attorney Harrison advised that the plan document did not currently provide for the 
purchase of prior service via installments. If the Board wished to provide same, an 
ordinance amendment was necessary. 
Member Bastian moved to direct the attorney to prepare an ordinance providing the 
installment payment option for the purchase of prior service. Member Traster seconded 
the motion and it carried on an all yes vote. 

 PUBLIC COMMENT - None 
ADJOURNMENT 
The meeting adjourned at 5:15 p.m. 
 
      _________________________________ 
      Steve Braddock, Chairman 
 
 
_________________________________ 
Karan Rounsavall, Plan Administrator 
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Section  Board Summary 1 
 

This report presents the results of the October 1, 2015 actuarial valuation of the City of Port Orange 
Police Pension Fund (the Plan). 

Summary of Principal Valuation Results 

A summary of the key valuation findings as of October 1, 2015 are compared with the results of the 
prior valuation below.   

Fiscal Year Ending September 30, 2016 2017 
 
Total Minimum Funding Requirement (City plus State) $3,054,694  $3,214,965 
     As a Percent of Payroll 69.17% 66.03%
Estimated State Contribution $331,402  $345,822 
     As a Percent of Payroll 7.50% 7.10%
Estimated Minimum Required City Contribution $2,723,292  $2,869,143 
     As a Percent of Payroll 61.67% 58.93%

Valuation Date October 1, 2014 2015 
 
Accrued Liability (AL) $43,053,514  $44,875,797 
Actuarial Value of Assets 27,496,457 29,301,979
Unfunded Accrued Liability (UAL) $15,557,057  $15,573,818 
Funded Percentage 63.87% 65.30%

Valuation Date October 1, 2014 2015 
 
Assumed Rate of Investment Return 7.75% 7.65%
Individual Salary Increases 7.5  % 7.5  %
Long-term Payroll Inflation 3.5  % 3.5  %
Payroll Inflation for Amortization of Unfunded 1.0  % 1.0  %
Funding Method Entry Age Entry Age
 

Note:  We recommend the deposit of at least the minimum required contributions as a dollar amount 
shown above. 
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Summary of Significant Events 

Determination of the funded status of the Plan and minimum funding requirements are based on 
participant data, asset information, Plan provisions, actuarial methods and assumptions, as well as 
contributions made to the Plan by the State of Florida.  Any significant events associated with these 
items are discussed in the following. 

Participant Data 

The number of active members increased from 80 to 85 with an increase of 10% in the payroll 
expected for the 12 month period beginning on the valuation date, in comparison to the 1% payroll 
growth used to amortize the unfunded accrued liability in the prior valuation and the 3.5% inflation 
expected in total payroll to the next valuation date.  The average annual payroll growth for the last ten 
years is shown below.  

Valuation Payroll 
Date Increase 

10/01/2006 8 %
10/01/2007 2 %
10/01/2008 0 %
10/01/2009 8 %
10/01/2010 (19)%
10/01/2011 (3)%
10/01/2012 11 %
10/01/2013 10 %
10/01/2014 5 %
10/01/2015 10 %

10-Year Average 3 %
 
There was a demographic loss on the actuarial accrued liability.  As a result of a payroll audit, we have 
noted that while corrected pay has been used in this valuation, any employee contributions due to the 
Plan have not yet been accounted for in the valuation. 
 
The following table provides the details of actuarial gains and losses by source since October 1, 2006, 
the date of the last experience review of the Plan.  We recommend an experience review be 
performed.  In general, should a pattern of consistent gains or losses develop, assumptions may 
require revision. 

Valuation Date Total 
Investment 

Related Demographic 
10/01/2007 Actuarial Loss 1,227,859 (278,370) 1,506,229 
10/01/2008 Actuarial Loss 2,599,494 2,579,310  20,184 
10/01/2009 Actuarial Loss 1,538,368 661,567  880,810 
10/01/2010 Actuarial Loss 121,763 591,163  (469,400)
10/01/2011 Actuarial Loss 190,481 805,498  (615,017)
10/01/2012 Actuarial Loss 680,484 578,926  101,558 
10/01/2013 Actuarial Gain (181,623) (255,604) 73,981 
10/01/2014 Actuarial Loss 278,366 (279,250) 557,616
10/01/2015 Actuarial Loss 801,046 191,273  609,773 
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The City will providing adjusted service dates in the future to reflect the dates that contributions began 
for active members.  These dates have not yet been received and will be incorporated in a future 
valuation.  
 
Assets 

Whereas the assets were assumed to achieve a 7.75% investment return net of expenses, the return 
on the market value of assets was (0.1)% producing a loss on a market value basis.  Due to the 
smoothing method used to produce the actuarial value of assets which recognizes market value gains 
and losses over a five year period, a 7.0% return was achieved on the actuarial value of assets such 
that an actuarial investment related loss was experienced for the year ended September 30, 2015.  The 
following provides a summary of the actual return on investments for the 12 month periods ending on 
the date specified. 

Year Market Actuarial Assumed 
Ended Investment Investment Net 
9/30 Return Return Return 

 1 1996 13.1 % 13.1 % 8.50% 
 2 1997 18.4 % 18.4 % 8.50% 
 3 1998 3.7 % 3.7 % 8.50% 
 4 1999 8.2 % 8.2 % 8.50% 
 5 2000 11.4 % 11.4 % 8.50% 
 6 2001 (11.3)% (11.3)% 8.50% 
 7 2002 (7.3)% (7.3)% 8.50% 
 8 2003 21.0 % 21.0 % 8.50% 
 9 2004 8.1 % 8.1 % 8.50% 
10 2005 7.7 % 7.7 % 8.50% 
11 2006 6.2 % 6.2 % 8.50% 
12 2007 10.6 % 10.6 % 8.00% 
13 2008 (12.1)% (12.1)% 8.00% 
14 2009 8.2 % 3.3 % 8.00% 
15 2010 8.4 % 4.2 % 8.00% 
16 2011 (0.6)% 3.4 % 8.00% 
17 2012 17.5 % 5.0 % 8.00% 
18 2013 11.1 % 8.9 % 7.75% 
19 2014 7.6 % 8.8 % 7.75% 
20 2015 (0.1)% 7.0 % 7.75% 

20-Year Average 6.1 % 5.6 % 8.24 % 
10-Year Average 5.4 % 4.3 % 7.97 % 

The average return on the Market Value of Assets has been 6.1%, when looking over the last 20 
valuations performed and 5.4% over the last 10 years, as shown above. 

Net investment returns less than the assumed rate of return result in increased annual minimum 
required contributions.  The net assumed investment return was revised to 7.65% for the October 1, 
2015 actuarial valuation of the Plan. 

Plan Provisions 

Ordinance No. 2015-32 was adopted effective September 22, 2015 allows for the police chief to opt out 
of the Plan by written election within 30 days following employment.  The impact statement dated 
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September 8, 2015 indicated as the proposed change only affects future hires, the total amount of 
benefits payable under the Plan to current members is not anticipated to be affected by this 
change in Plan provisions such that there is no material impact to the cost of Plan. 
 
Ordinance No. 2015-38 was adopted effective December 1, 2015 to re-insert the $95,000 annual 
benefit limit to reflect the actual plan provisions.  The impact statement dated July 23, 2015 indicated 
that the $95,000 annual benefit limit was put in place in 2011 and has been included in the 
determination of Plan liabilities since that time although it had been inadvertently removed from the 
code by a subsequent ordinance.  There is no change in liability for this ordinance. 
 
Methods 

There have been no changes in methods since the prior valuation of the Plan.   

Whereas unfunded accrued liability which arises from changes in Plan provisions, actuarial 
assumptions, or changes in methods were amortized over 30 years and unfunded accrued liability 
which arises from actuarial gains or losses was amortized over 15 years in the actuarial valuation as of 
October 1, 2014, all new unfunded accrued liability bases are amortized over a 25 year period effective 
with the October 1, 2015 actuarial valuation. 

Assumptions 

The mortality table continues to be the RP-2000 Combined Mortality Table.  Scale AA has been applied 
to reflect mortality improvements to the valuation year. 

The net assumed investment return was revised from 7.75% used in the October 1, 2014 actuarial 
valuation to 7.65% for the October 1, 2015 actuarial valuation of the Plan. 

State Contributions 

The Estimated Minimum Required City Contribution assumes that the premium tax money received 
from the State will be in the same amount received in the prior year.  Should the amount received in the 
fiscal years ending September 30, 2016 and 2017 be less than expected, the City will need to 
contribute any potential shortfall to the Plan.  
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Section  Results Derivation 2  

In this section, the assets and liabilities of the Plan are shown in detail.  Assets and liabilities are then 
compared to determine the funded status and minimum funding requirements.  Finally, analysis is 
performed to explain movement in results from the prior valuation. 

While asset information is based on the fair market value of assets, along with any techniques used to 
smooth out market fluctuations, liabilities are determined through a combination of the benefit 
provisions, participant census data which contains information for the members who will receive those 
benefits, and the methods and assumptions used with regard to how benefits will be paid to members.  
A summary of participant data, an outline of the benefit provisions, and a description of the methods 
and assumptions used in this valuation are described in Section 4. 

Financial Information 

Over the life of the Plan, the majority of assets are typically generated from investment return.  In this 
section, we describe how the assets of the Plan are invested, show how the actuarial value of assets is 
derived, and review the investment results since the prior valuation. 

Investment Allocation 

Valuation Date October 1, 2014 October 1, 2015 

Government agency obligations $3,882,735  14% $4,361,574   15% 
Corporate and municipal debt obligations 3,051,605  11% 2,953,713   10% 
Corporate equity securities 15,062,297  53% 14,096,648   51% 
Partnership securities 2,755,879  10% 2,668,971    9% 
Mutual funds 1,264,813   4% 1,553,545    6% 
Real estate investments 1,672,729   6% 1,983,716    7% 
Cash and cash equivalents 586,319   2% 31,709    0% 

Net receivables 18,523   0% 507,522    2% 
Fair Market Value of Assets $28,294,900  100% $28,157,398   100% 
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Reconciliation of Market Value of Assets 

Year Ending September 30, 2014 2015 

 1. Market Value of Assets Beginning of Year 
a. Market Value Prior Year Ending Balance $25,322,725  $28,294,900 
b. Adjustment to Beginning Value 125,255  0 
c. Market Value of Assets Beginning of Year $25,447,980  $28,294,900 

 2. Contributions 
a. City $2,670,260  $2,731,326 
b. State 331,402  345,822 
c. Plan Members 301,375  326,566 
d. Total Contributions $3,303,037  $3,403,714 

 3. Investment earnings 
a. Realized gains and (losses) $390,911  $6,368 
b. Unrealized gains and (losses) 1,172,266  (227,483)
c. Interest and dividends 463,533  441,227 
d. Investment expense (213,951) (241,340)
e. Net investment income $1,812,759  $(21,228)

 4. Deductions 
a. Regular pension benefits $(1,656,761) $(1,871,864)
b. DROP distributions (487,506) (1,508,592)
c. Contribution refunds (21,298) (35,256)
d. Administrative expenses (103,311) (104,276)
e. Total Deductions $(2,268,876) $(3,519,988)

 5. Net Increase $2,846,920  $(137,502)

 6. Market Value of Assets End of Year $28,294,900  $28,157,398 

 7. Actual Return on Market Value of Assets 
a. Beginning Value $25,322,725  $28,294,900 
b. Ending Value 28,294,900  28,157,398 
c. Contributions 3,303,037  3,403,714 
d. Benefits Paid (2,165,565) (3,415,712)
e. Administrative Expenses (103,311) (104,276)
f. Investment Income 1,938,014  (21,228)
g. Actual Return on Market Value of Assets 7.55 % (0.08)%
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Development of Actuarial Value of Assets 

The market value of assets is adjusted to recognize gains and losses over a five-year period.  
However, the Actuarial Value of Assets is limited to no more than 120% or less than 80% of the market 
value of assets. 

1. Market Value of Assets as of October 1, 2015 $28,157,398 

2. Phase-In Gains (Losses) Over Five Year Period 

Original Percent Unrecognized 
Gain (Loss) Unrecognized Gain (Loss) 

a. Year Ending 9/30/2015 $(2,196,177) 80% $(1,756,942)
b. Year Ending 9/30/2014 (51,729) 60% (31,037)
c. Year Ending 9/30/2013 739,748 40% 295,899 
d. Year Ending 9/30/2012 1,701,535 20% 340,307 
e. Total $(1,151,773)

3. Preliminary Actuarial Value of Assets as of October 1, 2015 $29,309,171 

4. Corridor Around Market Value 
a. Minimum = 80% of Market Value of Assets $22,525,918 
b. Maximum = 120% of Market Value of Assets $33,788,878 
c. Corridor Adjustment to Preliminary Actuarial Value $0 

5. Cumulative Balance of State Funding 
Available for Benefit Improvements $7,192 

6. Actuarial Value of Assets as of October 1, 2015 (3. + 4.c. - 5.) $29,301,979 
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Development of Historical Gain or Loss on Market Value of Assets 

2015 2014 

1. Market Value of Assets - Beginning of Year $28,294,900  $25,322,725 
2. Contributions 3,403,714  3,303,037 
3. Benefit Payments  (3,415,712) (2,165,565)
4. Administrative Expenses  (104,276) (103,311)
5. Expected Return on Assets 2,174,949  1,989,743 
6. Expected Value of Assets at End of Year $30,353,575  $28,346,629 
7. Market Value of Assets - End of Year $28,157,398  $28,294,900 
8. Gain (Loss) for Plan Year = (7) - (6) $(2,196,177) $(51,729)

2013 2012 

1. Market Value of Assets - Beginning of Year $21,378,509  $17,733,946 
2. Contributions 3,086,847  2,655,001 
3. Benefit Payments  (1,489,851) (2,057,209)
4. Administrative Expenses  (95,305) (81,565)
5. Expected Return on Assets 1,702,777  1,426,801 
6. Expected Value of Assets at End of Year $24,582,977  $19,676,974 
7. Market Value of Assets - End of Year $25,322,725  $21,378,509 
8. Gain (Loss) for Plan Year = (7) - (6) $739,748  $1,701,535 
  

  

D R
 A

 F T



CITY OF PORT ORANGE POLICE PENSION FUND  PAGE 9 

   

State Contributions 

Cumulative 
Recurring Balance 

Year Cost Base Plus Recognized Available Upon
Ending State Benefit Benefit State Benefit 

September 30 Contributions Improvements Improvements Funding Improvement 

2015 $345,822 $0 $699,961 $345,822 $7,192 
2014 331,402 0 699,961 331,402 7,192 
2013 316,074 0 699,961 316,074 7,192 
2012 314,094 0 699,961 314,094 7,192 
2011 303,356 0 699,961 303,356 7,192 
2010 302,888  0 699,961 302,888  7,192 
2009 314,162  0 699,961 314,162  7,192 
2008 293,562  0 699,961 293,562  7,192 
2007 296,758  0 699,961 296,758  7,192 
2006 279,159  0 699,961 279,159  7,192 
2005 267,203  0 699,961 267,203  7,192 
2004 245,105  0 699,961 245,105  7,192 
2003 198,169  454,127 699,961 198,169  7,192 
2002 165,823  0 245,834 165,823  7,192 
2001 135,870  121,320 245,834 135,870  7,192 
2000 121,555  0 124,514 121,555  7,192 
1999 131,706  0 124,514 124,514  7,192 
1998 124,514  0 124,514 124,514  0 
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Present Value of Benefits 

 

Valuation as of October 1, 2014 2015 

1. Active Members 
a. Retirement Benefits $15,792,021  $18,588,947 
b. Deferred Benefits 2,105,589  2,256,484 
c. Survivor Benefits 133,570  148,783 
d. Disability Retirement 456,464  500,768 
e. Total $18,487,644  $21,494,982 

2. Inactive Members 
a. Retirement and DROP $27,008,315  $26,107,734 
b. Terminated Vested 709,206  777,558 
c. Beneficiaries 671,564  870,311 
d. Disability Retirement 2,191,790  2,202,068 
e. Total $30,580,875  $29,957,671 

3. Present Value of Benefits (PVB) $49,068,519  $51,452,653 
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Accrued Liability 

 

Valuation as of October 1, 2014 2015 

1. Active Members 
a. Retirement Benefits $11,466,078  $13,865,980 
b. Deferred Benefits 795,922  801,884 
c. Survivor Benefits 90,295  102,075 
d. Disability Retirement 120,344  148,187 
e. Total $12,472,639  $14,918,126 

3. Inactive Members 
a. Retirement and DROP $27,008,315  $26,107,734 
b. Terminated Vested 709,206  777,558 
c. Beneficiaries 671,564  870,311 
d. Disability Retirement 2,191,790  2,202,068 
e. Total $30,580,875  $29,957,671 

3. Accrued Liability (AL) $43,053,514  $44,875,797 
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Normal Cost – Entry Age Normal 

 

Valuation as of October 1, 2014 2015 

1. Preliminary Normal Cost 
a. Retirement Benefits $577,576  $638,193 
b. Deferred Benefits 172,733  193,472 
c. Survivor Benefits 5,566  6,126 
d. Disability Retirement 45,910  47,659 
e. Total $801,785 $885,450 

2. Total Normal Cost 
a. Preliminary Normal Cost $801,785 $885,450 
b. Estimated Administrative Expense 103,311  104,276 
c. Total Normal Cost $905,096 $989,726 
d. Total Normal Cost as a % of Pay 21.2 % 21.0 %

3. Normal Cost Net of Actual Employee Contributions 
a. Preliminary Normal Cost $801,785  

 b. Actual Administrative Expense 104,276  
c. Actual Employee Contributions (326,566) 
d. Actual Employer Normal Cost $579,495  

4. Valuation Payroll $4,266,912 $4,704,236
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Unfunded Accrued Liability 
  
Valuation as of October 1, 2015 

Unfunded Actuarial Liability 

1. Accrued Liability $44,875,797 
2. Actuarial Value of Assets 29,301,979 
3. Unfunded Accrued Liability $15,573,818 

Determination of Expected Unfunded Accrued Liability 

1. Unfunded Accrued Liability as of Prior Year $15,557,057 
2. Normal Cost (Net of Employee Contributions) 579,495 
3. Interest on UAL and NC 1,250,583 
4. Contributions 

a. City $(2,731,326)
b. State of Florida (345,822)
c. Total $(3,077,148)

5. Interest on Contribution for Time on Deposit (105,839)
6. Change in Plan, Methods or Assumptions 568,624 
7. Expected UAL as of Current Year $14,772,772 

Calculation of (Gain) or Loss 

1. Actual Unfunded Accrued Liability $15,573,818 
2. Expected UAL 14,772,772 
3. Total (Gain) or Loss $801,046 
4. Breakdown of (Gain) or Loss 

a. Investment Experience $191,273 
b. Demographic Experience 609,773 
c. Total (Gain) or Loss $801,046 

Calculation of Actuarial Asset Gain or (Loss) 

1. Actuarial Value of Assets - Beginning of Year $27,496,457 
2. Expected Interest on Assets 2,130,975 
3. Contributions 3,403,714 
4. Benefit Payments  (3,415,712)
5. Administrative Expenses  (104,276)
6. Interest on items (3), (4) and (5) (17,906)
7. Expected Value of Assets at End of Year $29,493,252 
8. Actuarial Value of Assets - End of Year  $29,301,979 
9. Gain (Loss) for Plan Year = (8) - (7) $(191,273)

10. Actual Investment Income $1,921,796 
11. Actual % Return   7.00% 
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Amortization of Unfunded Liability 

The Unfunded Actuarial Accrued Liability is being amortized as a level percentage of payroll based on 
the interest and payroll growth assumptions.  In the October 1, 2014 valuation, unfunded accrued 
liability from changes in Plan provisions, actuarial assumptions, or changes in methods was amortized 
over 30 years and unfunded accrued liability from actuarial gains or losses was amortized over 15 
years.  For the October 1, 2015 actuarial valuation all new bases are amortized over 25 years. 

Amortization Bases 

Date Source 
Remaining 

Balance 

Remaining 
Balance 

Adjusted for 
Actual 

Contributions
Years 

Remaining Amortization

10/01/2002 Fresh Start $1,995,873 $1,975,505 7  $338,947 
10/01/2002 Actuarial Loss 445,695 441,147 2  227,604 
10/01/2002 Plan Amendment 2,185,005 2,162,708 17  201,885 
10/01/2003 Actuarial Loss 225,895 223,590 3  79,330 
10/01/2004 Actuarial Loss 965,090 955,242 4  262,114 
10/01/2005 Actuarial Loss 345,065 341,544 5  77,285 
10/01/2005 Plan Amendment 365,171 361,445 20  30,983 
10/01/2006 Actuarial Loss 548,793 543,193 6  105,551 
10/01/2006 Method Change 822,843 814,446 21  68,182 
10/01/2006 Assumption Change 2,815,782 2,787,049 21  233,319 
10/01/2007 Actuarial Loss 835,649 827,122 7  141,914 
10/01/2007 Method Change 605,463 599,285 22  49,092 
10/01/2008 Actuarial Loss 1,891,907 1,872,601 8  289,504 
10/01/2008 Method Change (2,012,572) (1,992,035) 23  (159,961)
10/01/2009 Actuarial Loss 1,197,907 1,185,683 9  167,736 
10/01/2010 Actuarial Loss 98,837 97,828 10  12,818 
10/01/2010 Plan Amendment (2,035,405) (2,014,635) 25  (156,168)
10/01/2011 Actuarial Loss 161,970 160,317 11  19,645 
10/01/2012 Actuarial Loss 603,256 597,100 12  68,977 
10/01/2012 Plan Amendment 598,001 591,899 27  44,524 
10/01/2012 Assumption Change 1,479,609 1,464,511 27  110,163 
10/01/2013 Actuarial Gain (168,220) (166,503) 13  (18,253)
10/01/2013 Assumption Change 52,476 51,941 28  3,855 
10/01/2014 Actuarial Loss 269,685 266,933 14  27,927 
10/01/2014 Assumption Change 56,812 56,232 29  4,122 
10/01/2015 Actuarial Loss 801,046 801,046 25  62,095 
10/01/2015 Assumption Change 568,624 568,624 25  44,078 

Scheduled Amortization Payment $2,337,268 
Unfunded Accrued Liability $15,573,818 
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Projected Unfunded Accrued Liability and Amortization Payments 

Valuation as 
of October 1, 

Unfunded 
Accrued 
Liability 

Amortization 
Payment 

2015 $15,573,818 $2,337,268 
2016 14,249,146 2,360,639 
2017 12,797,978 2,152,068 
2018 11,460,322 2,091,855 
2019 10,085,155 1,840,017 
2020 8,875,890 1,777,190 
2021 7,641,751 1,682,917 
2022 6,414,685 1,184,198 
2023 5,630,619 882,549 
2024 5,111,298 707,924 
2025 4,740,232 700,844 
2026 4,348,402 685,935 
2027 3,942,646 615,069 
2028 3,582,137 641,994 
2029 3,165,064 616,312 
2030 2,743,732 622,475 
2031 2,283,533 628,700 
2032 1,781,427 395,893 
2033 1,491,527 399,852 
2034 1,175,188 403,851 
2035 830,345 370,084 
2036 495,471 2,218 
2037 530,987 (58,866)
2038 634,977 141,643 
2039 531,074 143,059 
2040 417,698 208,606 
2041 225,087 210,692 
2042 15,496 10,437 
2043 5,447 5,447 
2044 0 0 

 

Actions Taken to Reduce Unfunded Actuarial Accrued Liability 

The required contributions calculated each year include a payment for the amortization of the unfunded 
accrued liability.  This payment is designed to reduce the unfunded accrued liability in an orderly 
fashion.  The Unfunded Actuarial Accrued Liability is being amortized as a level percentage of payroll 
based on the interest and payroll growth assumptions.  In the October 1, 2014 valuation, unfunded 
accrued liability from changes in Plan provisions, actuarial assumptions, or changes in methods was 
amortized over 30 years and unfunded accrued liability from actuarial gains or losses was amortized 
over 15 years.  For the October 1, 2015 actuarial valuation all new bases are amortized over 25 years. 
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Minimum Funding Requirements 

Valuation as of October 1, 2014 2015 
Required Contribution for FYE September 30, 2016 2017 

 1. Normal Cost $905,096 $989,726 
 2. Amortization of Unfunded Actuarial Liability 2,238,647 2,337,268 
 3. Minimum Required Contribution 

at Valuation Date [1. + 2.] $3,143,743 $3,326,994 
 4. Minimum Required Contribution 

Projected to Beginning of Budget Year $3,253,774 $3,443,439 
 5. Interest for Periodic Payments 138,926 144,939 
 6. Minimum Required Contribution 

Adjusted for Periodic Payments [4. + 5.] $3,392,700 $3,588,378 

7. Expected Employee Contributions $338,006 $373,413 
 8. Expected State Contribution 331,402 345,822 
 9. Estimated City Contribution 2,723,292 2,869,143 

10. Minimum Required Contribution for Funding Year $3,392,700 $3,588,378 

11. City Plus State Contribution $3,054,694 $3,214,965 

12. Expected Employee Contribution Rate  7.65%  7.67% 
13. Expected State Contribution Rate  7.50%  7.10% 
14. Estimated City Contribution Rate 61.67% 58.93% 
15. Minimum Required Contribution Rate 76.82% 73.70% 

16. City Plus State Contribution Rate 69.17% 66.03% 

17. Payroll 
a. Valuation Payroll $4,266,912 $4,704,236 
b. Projected Valuation Payroll $4,416,254 $4,868,884 
c. Hired < January 31, 2011 3,058,776 3,219,473 
d. Hired > January 31, 2011 1,357,478 1,649,411 

18. Assumptions 
a. Net Assumed Investment Return  7.75%  7.65% 
b. Contribution Projected to Next FY  3.5%  3.5% 
c. Total Payroll Inflation  3.5%  3.5% 
d. Payroll Inflation for Amortization of UAL  1.0%  1.0% 
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Reconciliation of Unfunded Accrued Liability 

Unfunded 
Accrued 
Liability 

Funded 
Percentage

Change in 
Unfunded 
Accrued 
Liability 

Change in 
Funded 

Percentage

As of October 1, 2014: $15,557,057 63.87 %

Changes due to: 
Normal Operation of Plan $14,204,148 67.49 % $(1,352,909) 3.62 %
Investment Experience 14,395,421 67.06 % 191,273  (0.43)%
Demographic Experience 15,005,194 66.13 % 609,773  (0.93)%
Assumption Change 15,573,818 65.30 % 568,624  (0.83)%
Total $16,761  1.43 %

As of October 1, 2015: $15,573,818 65.30 %
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Reconciliation of City Minimum Required Contribution 

Dollar 
Amount 

Percent of 
Pay 

For Fiscal Year Ending September 30, 2016: $2,723,292  61.67 %

Changes due to: 
Normal Operation of Plan $46,847  (1.06)%
Administrative Expense Change 1,038  0.02 %
State Contribution Increase (13,862) (0.31)%
Investment Experience 16,072  0.35 %
Demographic Experience 37,513  (2.94)%
Assumption Change 58,243  1.20 %

Total $145,851  (2.74)%

For Fiscal Year Ending September 30, 2017: $2,869,143  58.93 %
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Section  Accounting 
 Information 3 

 

Information Required by GASB 67/68 

A supplemental report provides information under the Governmental Accounting Standards Board No. 
67/68. 
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Statement of Accumulated Plan Benefits (FASB 35) 

The following table is based on prior accounting standards and is required by the State.  The actuarial 
present value of accumulated plan benefits is an estimate of the liability for all benefits accrued to date.   
 
 
Year Beginning October 1, 2014 2015 

1. Actuarial present value of accumulated plan benefits 
a. Participants currently receiving benefits $29,871,669  $29,180,113 
b. Other participants 6,399,465  8,322,792 
c. Total vested plan benefits $36,271,134  $37,502,905 
d. Total non-vested plan benefits 1,612,205  1,492,268 
e. Total accumulated plan benefits $37,883,339  $38,995,173 

2. Change in present value of accumulated plan benefits 
a. Accumulated plan benefits beginning of year  $37,883,339 
b. Increase (decrease) during year due to:  

i. Plan amendment  $0 
ii. Change in assumptions or methods  487,270 
iii. Increase for interest and probability of payment due 

to decrease in discount period and benefits accrued  4,040,276 
iv. Benefits paid  (3,415,712)
v. Other changes  0 
vi. Net increase (decrease)  $1,111,834 

c. Accumulated plan benefits end of year  $38,995,173 
 
 
 

Other Disclosures Required by the State of Florida 

Year Beginning October 1, 2014 2015 

 Present value of active member: 
  Future salaries (attained age) $32,763,860  $35,888,415 
  Future contributions (attained age) $2,509,462  $2,757,198 
  Active Member accumulated contributions $1,103,166  $1,408,208 
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Required Disclosure Under F.S. 112.664(1) 

(a) Total pension liability calculated assuming mortality under the RP-2000 Combined Mortality Table 
for healthy participants (by gender) with fully generational projection using Scale AA. 

(b) Total pension liability calculated using an assumed interest rate that is 200 basis points lower than 
that assumed in the valuation of the Plan. 

(c) Determination of the number of months or years for which the current market value of assets is 
adequate to sustain the payment of expected retirement benefits. 

(d) Recommended contribution to the Plan using the most recent valuation and the contributions 
necessary prepared pursuant to (a) and (b) stated as a dollar amount and % of payroll. 
        

Actual 
Valuation 
Results - 

7.65% and 
RP-2000 

Projected to 
2015 Using 
Scale AA 

RP-2000 Fully Generational Using Scale AA 
Current 

2% Decrease Discount Rate 2% Increase 

(5.65%) (7.65%) (9.65%) 

Total pension liability $59,106,226 $45,870,332 $36,840,643  $44,875,797 
Plan fiduciary net position (28,157,398) (28,157,398) (28,157,398) (28,157,398) 
Net pension liability $30,948,828 $17,712,934 $8,683,245  $16,718,399 

Plan fiduciary net position as a 
percentage of the total pension 
liability 47.64% 61.38% 76.43% 62.75% 

Years of benefit payments: 
Expected for current members: 98 98 98  97 
Paid for with current assets: 11.38 13.04 15.51 13.07 
  
City Plus State Contribution Requirement, Plus Employee Contributions 

Dollar Amount $4,944,002 $3,691,561 $2,696,971  $3,588,378 
Percent of Payroll 101.54% 75.82% 55.39% 73.70% 

   D R
 A

 F T



CITY OF PORT ORANGE POLICE PENSION FUND  PAGE 22 

   

Required Disclosure Under F.S. 112.664(2)(b)2. 

F.S. Section 112.664(2)(b)2. - For the previous five years, beginning with 2013, a side-by-side comparison of the plan's 
assumed rate of return compared to the actual rate of return, as well as the percentages of cash, equity, bond and 
alternative investments in the plan portfolio.  The actual rate of return is as provided by the investment monitor. 

Year Ending September 30, 2015 2014 2013 2012 2011 2010 

Assumed rate of return  7.75%  7.75%  7.75%  8.00%  8.00%   8.00% 

Actual rate of return (0.08%)  7.55%  11.12%  17.54% (0.64%)  8.42% 

Percentages of assets in: 
Cash  0%  2%  7%  7%  10%   5% 
Equity  57%  57%  59%  57%  53%   58% 
Bond  25%  25%  28%  28%  37%   36% 
Alternative  18%  16%  6%  8%  0%   1% 
Total  100%  100%  100%  100%  100%   100% 
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Section  Supplementary 
 Information 4 

Summary of Participant Data 

Member Statistics 

Year Beginning October 1, 2014 2015 
Active Participants  
Number 80  85 
Average Age 36.0 35.9
Average Credited Service  7.5  7.9
Percent Male 91.3 89.4
Average Valuation Salary $54,013  $56,017 
Total Valuation Salary $4,321,061  $4,761,444 
Payroll Covered in Valuation $4,266,912  $4,704,236 
Terminated With Rights to Deferred Benefits 
Number 5  5 
Average Age 40.6 41.6
Percent Male 100.0 100.0
Average Monthly Benefit (Estimate) $1,709  $1,709 
DROP 
Number 7  3 
Average Age 58.0 61.8
Percent Male 100.0 100.0
Average Monthly Benefit $4,899  $4,172 
DROP Balances $2,001,773  $872,497 
Service Retirements 
Number 35  38 
Average Age 59.3 60.2
Percent Male 94.3 97.4
Average Monthly Benefit $3,532  $3,874 
Beneficiaries 
Number 1  2 
Average Age 63.2 62.7
Percent Male  0.0 50.0
Average Monthly Benefit $4,237  $2,940 
Disability Retirements 
Number 5  5 
Average Age 49.5 50.5
Percent Male 100.0 100.0
Average Monthly Benefit $2,988  $2,996 

D R
 A

 F T



CITY OF PORT ORANGE POLICE PENSION FUND  PAGE 24 

   

 

Number of Active Members by Age and Service as of October 1, 2015 

Service 
Age < 1 < 5 < 10 < 15 < 20 < 25 25+ Total 
< 20 
< 25 5 4 9
< 30 13 2 15
< 35 2 8 3 3 16
< 40 4 4 9 1 18
< 45 5 6 3 14
< 50 1 5 2 3 11
< 55 1 1
< 60 1 1
60+ 
Total 8 30 14 24 6 3 85

 

Active Valuation Pay by Age and Service as of October 1, 2015 

Service 
Age < 1 < 5 < 10 < 15 < 20 < 25 25+ Total 
< 20 
< 25 37,873 45,767 41,381
< 30 44,034 56,461 45,690
< 35 44,763 43,207 51,590 63,333 48,747
< 40 44,291 60,721 65,355 79,521 60,432
< 45 59,517 71,439 78,527 68,700
< 50 36,416 63,864 79,908 82,448 69,354
< 55 54,026 54,026
< 60 57,208 57,208
60+ 
Total 39,413 44,412 57,726 65,973 79,153 82,448 56,017
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Reconciliation of Plan Participants 

Active 
Vested 
Term DROP Retired Survivor Disability 

As of October 1, 2011 63 3 12 29 1  4 

Retired (3) 3 
Nonvested Termination (5)
New Hires 11 

As of October 1, 2012 69 3 9 32 1  4 
  
Retired (1)  1   
Nonvested Termination (2)      
New Hires 12      
       
As of October 1, 2013 78 3 9 33 1  4 
  
Retired (2) 2  
Disability Retirement (1)  1 
Vested Termination (2) 2  
Nonvested Termination (3)  
New Hires 8  

  
As of October 1, 2014 80 5 7 35 1  5 
  
Nonvested Termination (3)  
Death With Survivor (1) 1  
Retired (4) 4  
New Hires 8  

  
As of October 1, 2015 85 5 3 38 2  5 
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Reconciliation of DROP Account Balances 

1. Beginning Balance as of October 1, 2014 $2,001,773 

2. Monthly Benefit Additions 272,054 

3. Interest Earned 107,262 

4. Distributions (1,508,592)

5. Ending Balance as of September 30, 2015 $872,497 
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Outline of Plan Provisions 

Effective Date:  The Plan was originally effective September 28, 1993.  Prior to the Effective Date, 
Members were part of a “Chapter Plan” where a slightly different level of benefits was effective.  The 
most recent amendment to the Plan was Ordinance No. 2015-38 effective December 1, 2015. 

Plan Year:  The 12-month period from October 1st to the following September 30th. 

Member:  Full-time employees who satisfy the definition of a police officer in F.S. Section 185.02(11) 
become Member’s immediately upon hire. 

Credited Service:  Years and completed months of full-time employment as a police officer of the city 
during which a person contributes to the Plan.  Credited Service also includes certain military service.  
Additional Credited Service may be purchased at full actuarial cost.  Credited Service purchased after 
January 31, 2011 is not counted towards vesting. 

Vesting:  100% upon earning ten years of Credited Service. 

Compensation:  Prior to Ordinance No. 2012-4, Monthly salary paid for work performed including 
overtime payments from a salary fund up to 300 hours in a calendar year, 50% of accumulated sick 
and annual leave payouts, amounts withheld for tax sheltered annuities, tax deferred compensation, 
and payments in addition to the employee’s base rate of pay if the payments are paid according to a 
formal written policy that applies to all eligible employee equally, payments are paid for as long as the 
employee continues employment, and payments are paid at least annually.   

Effective with Ordinance No. 2012-4, Monthly salary paid for work performed including overtime 
payments from a salary fund up to 300 hours in a calendar year, lump sum payments for accumulated 
sick and annual leave for employees hired on or before January 31, 2011 (but not to exceed the hours 
of sick and annual leave accumulated as of March 1, 2011 plus 50% of the hours of sick and annual 
leave accumulated between March 1, 2011 and March 1, 2012, and excluding lump sum payments for 
accumulated sick and annual leave accumulated on or after March 1, 2012), amounts withheld for tax 
sheltered annuities, tax deferred compensation, and payments in addition to the employee’s base rate 
of pay if the payments are paid according to a formal written policy that applies to all eligible employee 
equally, payments are paid for as long as the employee continues employment, and payments are paid 
at least annually.   

Employee Contributions:  7.5% of Compensation for members hired on or before January 31, 2011 and 
8.0% for members hired after that date.  A Member who terminates non-vested is entitled to refund of 
accumulated Employee Contributions without interest.  Contributions may be repaid with interest upon 
reentry into the Plan due to rehire. 

Average Final Compensation:  For members hired on or before January 31, 2011, one-twelfth the 
average of Compensation for the three highest years of Credited Service.  For members hired after 
January 31, 2011, one-twelfth of the average of Compensation for the five highest years of Credited 
Service. 

Normal Retirement Date:  For members hired on or before January 31, 2011, the first day of the month 
coincident with or next following the earlier of (i) age 48 and ten years of Credited Service, or (ii) age 45 
and 25 years of Credited Service.  For members hired after January 31, 2011, the Normal Retirement 
Date is the first day of the month coincident with or next following the date the member attains age 48 
and ten years of Credited Service. 
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Accrued Benefit (for Members Hired On or Before January 31, 2011):  3% x Average Final 
Compensation x Credited Service, plus, for Members who retire (i) with ten years of Credited Service 
prior to October 1, 2002, (ii) after having attained age 50 with ten years of Credited Service by October 
1, 2002, (iii) with 20 years of Credited Service between October 1, 2002 and January 31, 2011, or (iv) 
with 25 years of Credited Service after January 31, 2011, a Supplemental Benefit (commonly referred 
to as a “health subsidy”) is payable as follows: 

(a) $200 per month 

(b) $20 x Credited Service Over 10 Years (Maximum $400) per month 

(c) Where (a) plus (b) is not more than $600 per month 

For Members who retired prior to October 1, 1993 the monthly benefit was defined as 2% x Average 
Final Compensation x Credited Service (hereafter referred to as the “2% Multiplier Formula”) plus the 
Supplemental Benefit defined above (the lesser of $600 and $200 + ($20 x Credited Service Over 10, 
but no more than $400)).  A cost-of-living adjustment (CPI COLA) is payable annually effective January 
1, 1994 on the portion of the benefit determined under the 2% Multiplier Formula.  The amount of the 
CPI COLA is the increase in the Consumer Price Index (urban wage earner as calculated by the United 
States Department of Labor) between July of the immediately preceding year as compared to July of 
the prior year.  The CPI COLA is granted until the participant’s benefit determined under the 2% 
Multiplier Formula reaches the benefit amount provided for members who retire after October 1, 1993 
(3% x Average Final Compensation x Credited Service) plus the Supplemental Benefit (the lesser of 
$600 and  $200 + ($20 x Credited Service Over 10, but no more than $400)).  This portion of Plan 
provisions was applicable to only one Member of the Plan.  The last time the CPI COLA was paid was 
on January 1, 2006.  The Plan provision defining the CPI COLA will not apply to Plan participants after 
January 1, 2006. 

Effective October 1, 2001, Members who retired prior to October 1, 2002 (including disability retirees) 
are granted a 1% cost-of-living adjustment annually commencing the January 1 following the first 
anniversary of retirement annuity commencement (1% COLA).  For a DROP retiree, the 1% COLA is 
granted commencing on the January 1 following the first anniversary of actual annuity commencement 
after the end of the DROP period.  The 1% COLA is not payable to any participant eligible to receive 
the 3% COLA, as described in the following. 

Effective October 1, 2002, retirees are granted a deferred annual 3% cost-of-living adjustment (3% 
COLA) as follows:  (i) Members who are retired on October 1, 2002 and had earned at least 20 years of 
Credited Service, (ii) Members who are actively employed on October 1, 2002 and had attained age 50 
with ten years of Credited Service at that date, (iii) Members who are actively employed on October 1, 
2002 with 20 years of Credited Service at that date, (iv) Members who attain 20 years of Credited 
Service after October 1, 2002 and who retire or enter the DROP by January 31, 2011, and (v) 
Members who attain 25 years of Credited Service after January 31, 2011. The deferred 3% COLA is 
payable annually commencing as specified in the following: 

(a) 5 years after retirement (or DROP) for participants who retire (or DROP) on or before 
January 31, 2011 upon attaining age 45 and 25 years of Credited Service or age 50 and 20 
Years of Credited Service. 

(b) The later of 5 years after retirement (or DROP) or age 59 for participants who were hired 
prior to January 1, 2003 and who retire (or DROP) on or before January 31, 2011 upon 
attaining age 48 and 20 years of Credited Service.  

(c) On the first day of the month coincident with or next following attainment of age 59 
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a. for participants who were hired prior to January 1, 2003 and who separate 
employment on or before January 31, 2011 with 20 years of Credited Service but 
before reaching age 48. 

b. for participants hired on or after January 1, 2003 who retire (or DROP) on or before 
January 31, 2011 with at least 20 years of Credited Service (but prior to age 45 and 
25 Years of Credited Service and prior to age 50). 

c. for participants who retire after January 31, 2011. 

(d) 5 years after commencement of disability benefits on or before January 31, 2011 if 20 years 
of Credited Service have been earned during employment. 

For members actively employed on January 31, 2011, in no event will the annual benefit payable 
exceed $95,000, inclusive of any COLAs to which the member may be entitled. 

Accrued Benefit (for Members Hired After January 31, 2011):  3% x Average Final Compensation x 
Credited Service, plus a Supplemental Benefit (commonly referred to as a “health subsidy”) is payable 
as follows: 

(a) $100 per month 

(b) $10 x Credited Service Over 10 Years (Maximum $100) per month 

(c) Where (a) plus (b) is not more than $200 per month 

No COLA is payable for members hired after January 31, 2011. 

In no event will the annual benefit exceed $95,000. 

Late Retirement Benefit:  The higher of the benefit determined using the Average Final Compensation 
and Credited Service at the actual date of retirement from employment, or the benefit that would have 
been paid had the Member retired at the Normal Retirement Date increased actuarially from the 
Normal Retirement Date to the actual date of retirement. 

Early Retirement Date:  The first day of the month coincident with or next following the date the 
Member earns ten years of Credited Service and attains age 45. 

Early Retirement Benefit:  The Accrued Benefit reduced by 3% for each year the Member is younger 
than the Normal Retirement Date. 

Disability Benefits:  Members are eligible for service-connected Disability Benefits immediately upon 
hire. The monthly service-connected Disability Benefit is the greater of (i) the Accrued Benefit and (ii) 
51% of average monthly compensation for the most recent 12 months of full-time employment.  
Members are eligible for a non-service-connected Disability Benefit after earning at least ten years of 
Credited Service.  The monthly non-service-connected disability benefit is the greater of (i) the Accrued 
Benefit and (ii) 25% of average monthly compensation for the most recent 12 months of full-time 
employment.  Disability Benefits are offset by disability income received from workers’ compensation 
only to the extent by which the total of the workers’ compensation benefit plus the Disability Benefit 
payable exceeds the employee’s average monthly compensation at disability.  However, any offset for 
workers’ compensation will not result in less than 42% of average monthly compensation, in the event 
of service-connected disability, or in less than 25% of average monthly compensation, in the event of 
non-service-connected disability. 
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Pre-Retirement Survivor Benefits:  Vested Members who die prior to the commencement of benefits 
shall have a survivor benefit payable on their behalf.  The amount of the monthly income payable is the 
(i) Accrued Benefit at the date of death payable at the Normal Retirement Date, or (2) the actuarial 
equivalent of this Accrued Benefit payable on the first day of the month following death, as elected by 
the designated beneficiary. 

Optional Forms of Benefit:  Pension benefits described above are payable in the form of a 10 year 
certain and continuous annuity.  Members may optionally choose an actuarially equivalent single life 
annuity, or joint and survivor annuity (with 50%, 66 2/3, 75%, or 100% continuance).  Actuarial 
equivalence for healthy lives is determined based the RP-2000 mortality table projected using Scale AA 
to 2010 (50% male blend) and an 8.0% annual interest assumption.  The RP-2000 mortality table for 
disabled retirees projected using Scale AA to 2010 (50% male blend) is used for disabled lives. 

Deferred Retirement Option Plan (DROP):  Members hired on or before January 31, 2011 are eligible 
to enter the DROP upon earning 25 years of Credited Service.  The Accrued Benefit is frozen and no 
further Employee Contributions are payable at DROP entry.  The Accrued Benefit accumulates with 
interest at the fund’s assumed rate of investment return in the DROP account (credited quarterly) and is 
payable as a single-lump sum within 60 days following DROP exit.  The maximum DROP participation 
duration is 60 months.  DROP participants are not eligible for pre-retirement death or disability benefits.  
No DROP is available to members hired after January 31, 2011. 
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Description of Assumptions and Methods 

Assumed Rate of Investment Return:  7.65% per year net of investment expenses (7.75% in the prior 
valuation) 

Inflation:  2.0% per year 

Salary Increase – Total Payroll:  3.5% per year 

The payroll growth assumption used to amortize unfunded accrued liability as a level percent of payroll 
is 1.0%. 

Salary Increase – Individual:  7.5% per year 

Members hired after January 31, 2011 are assumed to have no payout for accrued hours includable in 
their pension.   

For Members hired on or before January 31, 2011 the final year of Salary is increased to account for 
the number of accrued hours available at March 1, 2011 plus half of the number of accrued hours 
between March 1, 2011 and March 1, 2012, assuming members typically work 2,184 hours in a year. 

Mortality:  In the current valuation mortality is based on the RP-2000 Combined Mortality Table 
projected to the valuation year using Scale AA.  

Retirement:  Unisex rates, as follows: 

Members Hired Before January 31, 2011: 

 Service 
Age <10 10-24 25+ 

 <=44   0.0%   0.0%   0.0% 
45-51   0.0%   0.0% 100.0% 
52+   0.0% 100.0% 100.0% 

Members Hired After January 31, 2011:  100% at Age 48 and 10 Years of Service 

Termination:  In the current valuation the following unisex rates are assumed: 

Service Rate 
0-2  23.0% 
3-9   8.0% 
10  30.0% 

11-12   5.0% 
13-14   4.0% 
15-16   3.0% 
17-18   2.0% 

19   1.0% 
20+   0.0% 
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Disability:  Unisex rates, as follows: 

Age Rate Age Rate Age Rate Age Rate 
15  0.050% 29  0.106% 43  0.186% 57  0.704% 
16  0.054% 30  0.110% 44  0.193% 58  0.746% 
17  0.058% 31  0.114% 45  0.200% 59  0.788% 
18  0.062% 32  0.118% 46  0.242% 60  0.830% 
19  0.066% 33  0.122% 47  0.284% 61  0.872% 
20  0.070% 34  0.126% 48  0.326% 62  0.914% 
21  0.074% 35  0.130% 49  0.368% 63  0.956% 
22  0.078% 36  0.137% 50  0.410% 64  0.998% 
23  0.082% 37  0.144% 51  0.452% 65  1.040% 
24  0.086% 38  0.151% 52  0.494% 66  1.082% 
25  0.090% 39  0.158% 53  0.536% 67  1.124% 
26  0.094% 40  0.165% 54  0.578% 68  1.166% 
27  0.098% 41  0.172% 55  0.620% 69  1.208% 
28  0.102% 42  0.179% 56  0.662% 70+  1.250% 

100% of disabilities are assumed to be service connected. 

Plan Expenses:  The prior year administrative expense is added to the normal cost. 

Marital Assumption:  Husbands are assumed to be three years older than wives. 

Funding Method: Entry Age (level percent of salary) 
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Glossary of Actuarial Terms 

Present Value of Benefits (PVB):  The present value, as of the valuation date, of all benefits that will 
become payable by the Plan for the current group of members in the census. 

Normal Cost (NC):  The value of the portion of the total benefit for active members which accrues in the 
year following the valuation date.  Under the Entry Age Normal (Level Percent of Salary) funding 
method, the NC is a constant fraction of salary from the member’s date of entry into the Plan to the 
member’s assumed date of termination, retirement, disability or death. 

Accrued Liability (AL):  This is the portion of the PVB attributable to the past at the valuation date.  For 
active members, AL is the annual NC accumulated from date of entry to the valuation date for each 
member.  For retired and terminated members, the PVB and the AL are equal.  The AL is the estimated 
liability owed by the pension fund at the valuation date. 

Unfunded Accrued Liability (UAL):  Any excess of the Accrued Liability over the fund assets.  A 
negative UAL indicates fund assets are greater than the Accrued Liability, otherwise known as a 
surplus. 

Actuarial Value of Assets:  The market value of assets is adjusted to recognize gains and losses over a 
five-year period.  The Actuarial Value of Assets shall not be more than 120% or less than 80% of the 
market value of assets. 
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Distribution of Assets Other Important Facts:
Equity Total Portfolio $28,307,776.84
              -Lg. Cap. Value $3,171,645.29 Total Gain or (Loss) - Gross-of-Fees $768,092.40
              -Lg. Cap. Growth $3,238,012.87 Total Gain or (Loss) - Net-of-Fees $756,737.91
              -Large Cap. Core $3,003,887.48 Total Fees ($62,222.16)
              -Small Cap. Value $1,740,330.86
              -Small Cap. Growth $1,766,151.16 BLACKROCK EQ. DIV. RBC
              -International Value $1,385,617.63 Total Assets 100.00% $3,171,645.29 100.00% $1,766,151.16
              -International Growth $1,424,312.50      Equity 97.75% $3,100,306.16 95.20% $1,681,399.67
   Total Equity $15,729,957.79      Cash 2.25% $71,339.13 4.80% $84,751.49
Fixed $7,722,857.44 Fees ($6,760.67) ($4,114.08)
Hedge Fund of Funds $2,590,254.00 Gain or (Loss) - Gross-of-Fees $223,669.79 $82,049.74
Private Real Estate $2,101,097.42 Gain or (Loss) - Net-of-Fees $216,909.12 $77,935.66
Cash (Deposit/Disbursement Account) $163,610.19
Total Portfolio $28,307,776.84 JENNISON LAZARD

Total Assets 100.00% $1,673,247.83 100.00% $1,385,617.63
Distribution by Percentages Policy Current      Equity 98.45% $1,647,282.44 97.29% $1,348,028.01
Equity Breakdown      Cash 1.55% $25,965.39 2.71% $37,589.62
     - Large Cap. Value 11.25% 11.20% Fees ($3,457.90) ($3,135.51)
     - Large Cap. Growth 11.25% 11.44% Gain or (Loss) - Gross-of-Fees $133,676.06 $50,984.33
     - Large Cap. Core 10.00% 10.61% Gain or (Loss) - Net-of-Fees $130,218.16 $47,848.82
     - Small Cap Value 6.25% 6.15%
     - Small Cap Growth 6.25% 6.24% WEDGEWOOD RENAISSANCE
     - International Value 5.00% 4.89% Total Assets 100.00% $1,564,765.04 100.00% $1,424,312.50
     - International Growth 5.00% 5.03%      Equity 90.96% $1,423,319.18 96.89% $1,379,970.98
Total Equity 55.00% 55.57%      Cash 9.04% $141,445.86 3.11% $44,341.52
Fixed Income 27.50% 27.28% Fees ($3,354.84) ($2,954.30)
Hedge Fund of Funds 10.00% 9.15% Gain or (Loss) - Gross-of-Fees $36,779.90 $75,577.49
Private Real Estate 7.50% 7.42% Gain or (Loss) - Net-of-Fees $33,425.06 $72,623.19
Cash (Deposit/Disbursement) 0.00% 0.58%
Total 100.00% 100.00% CONNORS PINE GROVE

Total Assets 100.00% $3,003,887.48 100.00% $1,305,184.00
UBS      Equity 95.32% $2,863,435.38 100.00% $1,305,184.00
Total Assets 100.00% $2,101,097.42      Cash 4.68% $140,452.10 0.00% $0.00
     Equity 100.00% $2,101,097.42 Fees ($6,183.00) ($1,889.27)
     Cash 0.00% $0.00 Gain or (Loss) - Gross-of-Fees $146,818.34 ($20,775.00)
Fees ($8,996.01) Gain or (Loss) - Net-of-Fees $140,635.34 ($22,664.27)
Gain or (Loss) - Gross-of-Fees $61,519.31
Gain or (Loss) - Net-of-Fees $52,523.30 GW CAPITAL PRIVATE ADVISORS

Total Assets 100.00% $1,740,330.86 100.00% $1,285,070.00
DEPOSIT & DISBURSEMENT      Equity 95.88% $1,668,551.54 100.00% $1,285,070.00
Total Assets 100.00% $163,610.19      Cash 4.12% $71,779.32 0.00% $0.00
     Equity 0.00% $0.00 Fees ($3,889.41) ($1,877.40)
     Cash 100.00% $163,610.19 Gain or (Loss) - Gross-of-Fees $34,537.97 ($26,326.00)
Fees $0.00 Gain or (Loss) - Net-of-Fees $30,648.56 ($28,203.40)
Gain or (Loss) - Gross-of-Fees $21.25
Gain or (Loss) - Net-of-Fees $21.25 MADISON

Total Assets 100.00% $7,722,857.44
     Fixed 98.22% $7,585,348.50
     Cash 1.78% $137,508.94
Fees ($15,609.77)
Gain or (Loss) - Gross-of-Fees ($30,440.78)
Gain or (Loss) - Net-of-Fees ($46,050.55)

Port Orange Municipal Police Officers' Retirement P lan
As of December 31, 2015

SUMMARY OF RELEVANT FACTS

The prices, quotes, or statistics contained herein have been obtained from sources believed to be reliable, however, its accuracy cannot be guaranteed.  Past performance is not a guarantee of future results.
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ACTUARIAL ASSUMPTION = 7.75%
EQUITY
BlackRock Equity Dividend Your Returns Your Returns

Large Cap. Value (Gross-of-Fees) (Net-of-Fees) Russ 1000 Value PSN Money Mgrs S&P 500

Quarter 7.42 7.19 5.64 5.32 7.05
1 year 0.07 (0.82) (3.84) (2.71) 1.41
3 year 11.66 10.66 13.09 13.20 15.14

Since 8/31/2012 11.47 10.49 13.27 NA 14.27
BlackRock/Lord Abbett 5 year 8.49 7.50 11.27 11.27 12.58

BlackRock/Lord Abbett Since 2/29/00 6.87 5.85 6.74 NA 4.57
BlackRock/LA/Opp -Since 10/31/1995 8.09 7.08 8.85 NA 8.45

Jennison
Large Cap. Growth Russ 1000 Growth PSN Money Mgrs

Quarter 8.75 8.51 7.32 6.50
1 year 12.14 11.11 5.68 3.67
 3 year 20.29 19.19 16.84 15.95

Since 11/30/2012 19.57 18.51 16.34 NA
Jennison/Sands 5 year 17.35 16.27 13.54 12.63

Jennison/Sands Since 1/31/2005 11.78 10.72 8.64 NA
Jennison/Sands/TCW/All/Sir -Since 10/31/1995 8.97 7.96 7.80 NA

Wedgewood
Large Cap. Growth Russ 1000 Growth PSN Money Mgrs

Quarter 2.56 2.34 7.32 6.50
 1 year (5.30) (6.14) 5.68 3.67
 3 year 10.94 9.95 16.84 15.95

Since 11/30/2012 10.79 9.83 16.34 NA
Wedgewood/Neuberger Berman 5 year 8.18 7.20 13.54 15.95

Wedgewood/Neuberger Since 2/28/2010 9.66 8.70 14.70 NA
Connors 60 S&P 500 / 

Large Cap. Core S&P 500 40% S&P CBOE BW S&P CBOE Buy Write

Quarter 5.13 4.91 7.05 5.84 4.00
1 year 1.41 0.25 1.41 2.97 5.24

Since 9/30/2013 9.65 8.82 11.37 10.09 8.08
GW Capital
Small Cap. Value Russ 2000 Value PSN Money Mgrs

Quarter 2.17 1.92 2.88 2.77
1 year (9.81) (10.68) (7.47) (3.36)
3 year 5.73 4.70 9.06 12.29
5 year 6.44 5.41 7.67 10.71

Since 4/30/2006 6.83 5.83 4.36 NA
GW/Babson - Since 7/31/2005 7.66 6.65 5.16 NA

RBC
Small Cap. Growth Russ 2000 Growth PSN Money Mgrs

Quarter 4.81 4.56 4.32 3.13
1 year 1.58 0.59 (1.39) (1.06)
3 year 13.48 12.36 14.27 14.13
5 year 13.14 12.03 10.67 11.11

Since 11/30/2006 9.20 8.16 7.27 NA
RBC/Greenv/ING/NicAp - Since 1/31/1996 7.49 6.44 6.38 NA

BREAKDOWN OF RETURNS
Port Orange Municipal Police Officers' Retirement P lan

As of December 31, 2015

Page 2



Lazard
International Value MSCI EAFE - Net MSCI EAFE Value- Net

Quarter 3.84 3.61 4.71 2.68
1 year 5.57 4.61 (0.81) (5.69)
3 year 7.03 6.03 5.02 3.14
5 year 7.45 6.44 3.61 2.55

Since 9/30/2000 5.00 3.99 3.29 3.70
Renaissance
International Growth MSCI AC Wrld ex US Net MSCI EAFE Growth - Net

Quarter 6.11 5.87 3.24 6.67
1 year (1.31) (2.22) (5.67) 4.08
3 year 7.45 6.45 1.49 6.82
5 year 4.63 3.64 1.06 4.60

Since 1/31/2009 10.85 9.86 9.03 10.45
FIXED INCOME
Madison Investment Adv. BC Int. G/C Bonds BC G/C Bonds 90-Day T-Bills

Quarter (0.39) (0.58) (0.69) (0.74) 0.01
1 year 1.07 0.29 1.07 0.15 0.03
3 year 0.87 0.09 1.10 1.20 0.04
5 year 1.79 0.93 2.58 3.39 0.05

Since 10/31/1995 4.75 3.80 5.00 5.43 2.41
ALTERNATIVE INVESTMENTS HFRI FOF 

PINE GROVE Conservative BC Aggregate

Quarter (1.57) (1.71) 0.14 (0.57)
1 Year (3.98) (4.52) 0.51 0.55

Since 2/28/2014 (1.82) (2.30) 1.11 2.39
ALTERNATIVE INVESTMENTS HFRI FOF 

PRIVATE ADVISORS Conservative BC Aggregate

Quarter (2.01) (2.15) 0.14 (0.57)
1 Year (4.40) (4.79) 0.51 0.55

Since 2/28/2014 (2.54) (2.89) 1.11 2.39
PRIVATE REAL ESTATE
UBS NCREIF ODCE BC Aggregate

Quarter 3.01 2.56 2.91 3.34 (0.57)
1 year 12.93 11.01 13.34 15.01 0.55
3 year 11.66 9.76 12.05 13.81 1.44

Since 7/31/2012 11.61 9.79 12.07 13.35 1.39
TOTAL RETURN
Time-Weighted Return (TWR) Policy Index* Composite Index

Quarter 2.75 2.52 3.10 3.07
1 year 1.03 0.11 1.00 1.04
3 year 7.67 6.71 8.56 8.66
5 year 6.92 5.95 7.70 7.81

Since 10/31/1995 6.94 5.95 7.09 7.30
TOTAL RETURN
Dollar-Weighted Net (IRR) Actuarial Rate CPI +4

Quarter  2.50 1.85 1.33
1 year  0.19 7.625 4.92
3 year  6.64 7.625 5.04
5 year  6.02 7.625 5.60

Since 10/31/1995  6.04 7.625 6.24
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Policy Index

For periods  1/31/2009 to 8/30/2013: 18.75% Russ 1000 Value / 18.75% Russ 1000 Growth / 6.25% Russ 2000 Value/ 6.25% Russ 2000 Growth / 5% MSCI EAFE (Net) / 5% MSCI AC World ex US (Net) / 40% BC Int. Gov/Credit

For periods 7/31/2005 to 1/31/2009: 18.75% Russ 1000 Value / 18.75% Russ 1000 Growth / 6.25% Russ 2000 Value / 6.25% Russ 2000 Growth / 10% MSCI EAFE(Net) / 40% BC Int. Gov/Credit 

For periods 9/30/2000 to 7/31/2005: 20% Russ 1000 Value/ 17.5% Russ 1000 Growth/6.25% Russ 2000 Value/ 6.25% Russ 2000 Growth/ 10% MSCI EAFE(Net)/ 40% BC Int. Gov/Credit

For periods prior to 9/30/2000: 20% Russ 1000 Value/ 17.5% Russ 1000 Growth/ 12.5 % Russ 2500 Growth/ 50% BC Int. Gov/Credit

For periods since 2/28/2014: 11.25% Russ 1000 Value / 11.25% Russ 1000 Growth / 10% S&P 500 / 6.25% Russ 2000 Value/ 6.25% Russ 2000 Growth / 5% MSCI EAFE (Net) / 5% MSCI AC World ex US (Net) / 27.50% BC Int. Gov/Credit 
/ 7.50% Russell NCREIF / 10.0% HFRI FOF CON

For periods since 8/30/2013: 13.75% Russ 1000 Value / 13.75% Russ 1000 Growth / 10% S&P 500 / 6.25% Russ 2000 Value/ 6.25% Russ 2000 Growth / 5% MSCI EAFE (Net) / 5% MSCI AC World ex US (Net) / 32.50% BC Int. Gov/Credit 
/ 7.50% Russell NCREIF
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Risk/ Return Analysis- Since Inception
Zephyr StyleADVISOR

Zephyr StyleADVISOR: Graystone Consulting

Manager Performance
November 1995 - December 2015 (Single Computation)
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Return & Risk Analysis
November 1995 - December 2015:  Summary Statistics

Port Orange - Total Fund

Port Orange - Policy Index

Return
Excess Return

vs. 
Market

Standard
Deviation

Beta
vs.

Market

Maximum
Drawdown

Up
Capture

vs.
Market

Down
Capture

vs.
Market

Alpha
vs.

Market

Sharpe
Ratio

R-Squared
vs.

Market

6.93% -0.16% 8.81% 0.91 -29.89% 91.96% 90.63% 0.49% 0.51 94.42%

7.09% 0.00% 9.46% 1.00 -33.36% 100.00% 100.00% 0.00% 0.49 100.00%

The information contained herein has been compiled from sources believed to be reliable, however, the accuracy or completeness cannot be guaranteed. Page 5



COMPLIANCE CHECKLIST  

Port Orange Municipal Police Officers' Retirement P lan As of December 31, 2015

GUIDELINES OBJECTIVES
Equity Portfolio Total Portfolio 3 years Since Inception

Listed on recognized exchange Exceed Target Index No No
Single issue not to exceed 12% at market value for Exceed actuarial assumption (7.625%)* No No
   each equity in each separately managed portfolio Exceed CPI + 4%* Yes No
Total equity portfolio < 57.5% & > 52.5% of total fund *Performance compared to dollar-weighted net returns
   at market
Single issue not to exceed 5% at market value for
   the total portfolio
Foreign equities < 25% of total portfolio at market
No scrutinized companies (Sudan/Iran) held per 
   Protecting Florida's Investments Act requirement

BlackRock Equity Dividend Lazard Asset Management
Large Capitalization Value Equity Portfolio International Value Equity Portfolio
   Market Value < 13.75% & > 8.75% of total fund    Market Value < 7.50% & > 2.5% of total fund
   Performance (Inception 8/31/2012) 3 years Since Inception    Performance (Inception 9/30/2000) 3 years Since Inception

      Rank in the Top 50% of manager universe  No No       Return > MSCI EAFE (Net)  Yes Yes
      Return > Russell 1000 Value No No

Jennison Renaissance
Large Capitalization Growth Equity Portfolio International Growth Equity Portfolio
   Market Value < 6.875% & > 4.375% of total fund    Market Value < 7.50% & > 2.5% of total fund
   Performance (Inception 11/30/2012) 3 years Since Inception    Performance (Inception 1/31/2009) 3 years Since Inception

      Rank in the Top 50% of manager universe  Yes Yes       Return > MSCI AC Wrld ex US Yes Yes
      Return > Russell 1000 Growth Yes Yes

Wedgewood Madison Investment Advisors
Large Capitalization Growth Equity Portfolio Fixed Income Portfolio
   Market Value < 6.875% & > 4.375% of total fund    Market Value < 30.0% & > 25.0% of total fund
   Performance (Inception 11/30/2012) 3 years Since Inception    Performance (Inception 10/31/1995) 3 years Since Inception

      Rank in the Top 50% of manager universe  No No       Return > Barclays Cap  Interm. Gov't/Credit No No
      Return > Russell 1000 Growth No No    U.S. Government / Agency or U.S. Corporations

   Bonds rated "A" or better
Connors    Single corporate issuer not exceed 10% of bond portfolio
Large Capitalization Core Equity Portfolio      (except U.S. Government/Agency)
   Market Value < 12.5 % & >  7.5 %of total fund
   Performance (Inception 9/30/2013) 3 years Since Inception Pine Grove
      Return > S&P 500 N/A No Hedge Fund of Funds
      Return > 60% S&P / 40% S&P CBOE Buy Write N/A No    Market Value < 6.25% & > 0% of total fund
      Return > S&P CBOE Buy Write N/A Yes    Performance (Inception 2/28/2014) 3 years Since Inception

   Performance > HFRI FOF Conservative N/A No
GW Capital    Performance > BC Aggregate N/A No
Small Capitalization Value Equity Portfolio
   Market Value < 7.5 % & > 5.0% of total fund Private Advisors
   Performance (Inception 4/30/2006) 3 years Since Inception Hedge Fund of Funds
      Rank in the Top 50% of manager universe  No Yes    Market Value < 6.25% & > 0% of total fund
      Return > Russell 2000 Value No Yes    Performance (Inception 2/28/2014) 3 years Since Inception

   Performance > HFRI FOF Conservative N/A No
RBC    Performance > BC Aggregate N/A No
Small Capitalization Growth Equity Portfolio
   Market Value < 7.5% & > 5.0% of total fund UBS
   Performance (Inception 11/30/2006) 3 years Since Inception Private Real Estate
      Rank in the Top 50% of manager universe  No Yes    Market Value < 10.0% & > 0.0% of total fund
      Return > Russell 2000 Growth  No Yes    Performance (Inception 7/1/2012) 3 year Since Inception

     Performance > NCREIF Ppty Index N/A No
     Performance > NCREIF ODCE N/A No
     Performance > BC Aggregate N/A Yes

In Compliance

Yes

Yes
Yes

In Compliance

Yes
Yes

Yes

Yes

Yes

Yes

Yes

Yes

Yes

Yes

Yes

Yes

Yes

Yes

Yes

Yes

Yes

Yes
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BlackRock Eq. Div. 745-106958

Date Billed Market Value From To $ GC Fee
% Annual GC 

Fee $ Mgr. Fee
% Annual 
Mgr. Fee $ Total Fee

% Annual 
Total Fee

10/14/2015 $3,000,460.83 7/1/2015 9/30/2015 $4,189.32 0.55% $2,571.35 0.34% $6,760.67 0.89%

Jennison 745-106957

Date Billed Market Value From To $ GC Fee
% Annual GC 

Fee $ Mgr. Fee
% Annual 
Mgr. Fee $ Total Fee

% Annual 
Total Fee

10/14/2015 $1,527,504.55 7/1/2015 9/30/2015 $2,148.85 0.56% $1,309.05 0.34% $3,457.90 0.90%

Wedgewood 745-125734

Date Billed Market Value From To $ GC Fee
% Annual GC 

Fee $ Mgr. Fee
% Annual 
Mgr. Fee $ Total Fee

% Annual 
Total Fee

10/14/2015 $1,492,457.15 7/1/2015 9/30/2015 $2,075.82 0.55% $1,279.02 0.34% $3,354.84 0.89%

Connors 745-040114

Date Billed Market Value From To $ GC Fee
% Annual GC 

Fee $ Mgr. Fee
% Annual 
Mgr. Fee $ Total Fee

% Annual 
Total Fee

10/14/2015 $2,861,186.38 7/1/2015 9/30/2015 $4,037.94 0.56% $2,145.06 0.30% $6,183.00 0.86%

GW Capital 745-125129

Date Billed Market Value From To $ GC Fee
% Annual GC 

Fee $ Mgr. Fee
% Annual 
Mgr. Fee $ Total Fee

% Annual 
Total Fee

10/14/2015 $1,586,816.43 7/1/2015 9/30/2015 $2,209.56 0.55% $1,679.85 0.42% $3,889.41 0.97%

RBC 745-107017

Date Billed Market Value From To $ GC Fee
% Annual GC 

Fee $ Mgr. Fee
% Annual 
Mgr. Fee $ Total Fee

% Annual 
Total Fee

10/14/2015 $1,672,943.74 7/1/2015 9/30/2015 $2,343.05 0.56% $1,771.03 0.42% $4,114.08 0.98%

Consulting & Management Fee Billing Summary
Port Orange Municipal Police Officers' Retirement P lan

As of December 31, 2015

The prices, quotes, and statistics contained herein have been obtained from sources believed to be reliable, however,
the accuracy cannot be guaranteed. Page 7



Lazard 745-108866

Date Billed Market Value From To $ GC Fee
% Annual GC 

Fee $ Mgr. Fee
% Annual 
Mgr. Fee $ Total Fee

% Annual 
Total Fee

10/14/2015 $1,330,741.57 7/1/2015 9/30/2015 $1,860.91 0.55% $1,274.60 0.38% $3,135.51 0.93%

Renaissance 745-125551

Date Billed Market Value From To $ GC Fee
% Annual GC 

Fee $ Mgr. Fee
% Annual 
Mgr. Fee $ Total Fee

% Annual 
Total Fee

10/14/2015 $1,251,106.93 7/1/2015 9/30/2015 $1,755.98 0.56% $1,198.32 0.38% $2,954.30 0.94%

Madison 745-106956

Date Billed Market Value From To $ GC Fee
% Annual GC 

Fee $ Mgr. Fee
% Annual 
Mgr. Fee $ Total Fee

% Annual 
Total Fee

10/14/2015 $7,918,907.98 7/1/2015 9/30/2015 $11,018.97 0.55% $4,590.80 0.23% $15,609.77 0.78%

Total Traditional Managers

Date Billed Market Value From To $ GC Fee
% Annual GC 

Fee $ Mgr. Fee
% Annual 
Mgr. Fee $ Total Fee

% Annual 
Total Fee

10/14/2015 $22,642,125.56 7/1/2015 9/30/2015 $31,640.40 0.55% $17,819.08 0.31% $49,459.48 0.87%

The prices, quotes, and statistics contained herein have been obtained from sources believed to be reliable, however,
the accuracy cannot be guaranteed. Page 8



*Pine Grove 745-040544

Date Billed Market Value From To $ GC Fee
% Annual GC 

Fee
10/14/2015 $1,338,691.53 7/1/2015 9/30/2015 $1,889.27 0.56%

*Private Advisors 745-041738

Date Billed Market Value From To $ GC Fee
% Annual GC 

Fee
10/12/2015 $1,330,279.00 7/1/2015 9/30/2015 $1,877.40 0.56%

*Performance is net of manager fees.  Pine Grove fe e  is 1%, and Private Advisors fee is 1.25%

UBS 745-038519

Date Billed Market Value From To $ GC Fee
% Annual GC 

Fee $ Mgr. Fee
% Annual 
Mgr. Fee $ Total Fee

% Annual 
Total Fee

10/23/2015 $2,045,688.38 7/1/2015 9/30/2015 $2,885.76 0.56% $6,110.25 1.19% $8,996.01 1.74%

Total Managers

Date Billed Market Value From To $ GC Fee
% Annual GC 

Fee $ Mgr. Fee
% Annual 
Mgr. Fee $ Total Fee

% Annual 
Total Fee

10/23/2015 $2,045,688.38 7/1/2015 9/30/2015 $2,885.76 0.56% $6,110.25 1.19% $8,996.01 1.74%
10/14/2015 $23,980,817.09 7/1/2015 9/30/2015 $33,529.67 0.55% $17,819.08 0.30% $51,348.75 0.85%
10/12/2015 $1,330,279.00 7/1/2015 9/30/2015 $1,877.40 0.56% $0.00 0.00% $1,877.40 0.56%

The prices, quotes, and statistics contained herein have been obtained from sources believed to be reliable, however,
the accuracy cannot be guaranteed. Page 9
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Past performance is no guarantee of future results. Estimates of future performance are based on assumptions that may not be realized. This material is not a solicitation of any offer to buy or sell any security or other 
financial instrument or to participate in any trading strategy. Please refer to important information, disclosures and qualifications at the end of this material. This slide sourced from Market Performance section. 
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Capital Markets Overview: 4Q 2015 

Risk assets generated positive returns during the fourth quarter of 2015, despite disappointing performance among broad asset classes 

over the year in its entirety. Currency volatility, oil turbulence, emerging market woes, and the much-anticipated Fed rate hike in 

December dominated headlines throughout the quarter. For the quarter, US and Japanese equities registered the best returns, while 

Diversified Commodities and Master Limited Partnerships (MLPs) posted the weakest performance among major asset classes. For the 

one-year period ended December 31, 2015, Japanese equities were the strongest asset class, while Diversified Commodities, MLPs and 

Emerging Market equities trailed the field.  

The Dow Jones Industrial Average increased 7.7% in the fourth quarter. The NASDAQ Composite Index was up 8.8% for the quarter. The 

S&P 500 Index increased 7.0% for the quarter. 

All sectors within the S&P 500 generated positive returns in the fourth quarter of 2015. The top-performing sector was Materials, which 

was up 9.7%. Health Care and Technology both rose 9.2% and were also among the top-performing sectors. The biggest laggards were 

Energy, which had a modest increase of 0.2%, and Utilities, which rose 1.1%. 

Morgan Stanley & Co. economists expect U.S. real GDP will be 2.4% in 2015, 1.9% in 2016 and 1.8% in 2017. They forecast global GDP 

growth to be 3.1% in 2015, 3.3% in 2016 and 3.7% in 2017. 

Commodities registered negative returns in the fourth quarter; the Bloomberg Commodity Index fell 10.5%. For the quarter, gold was 

down 5.0%. 

For the fourth quarter of 2015, global mergers and acquisitions (M&A) deal volume was $1.4 trillion, compared to $881 billion for the fourth 

quarter of 2014. Global M&A activity increased to $4.3 trillion in 2015 from $3.3 trillion in 2014. 

Introduction  

As of 4Q 2015 

Source: FactSet, Bloomberg, Morgan Stanley & Co. Research, Morgan Stanley Wealth Management GIC 
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Capital Markets Overview: 4Q 2015 

The Department of Commerce estimated that Gross Domestic Product increased at an annual rate of 2.0% in the third quarter of 2015, in 

comparison to a 3.9% increase in the second quarter of 2015. Morgan Stanley & Co. economists forecast U.S. Real GDP will be 2.4% in 2015, 1.9% in 

2016 and 1.8% in 2017 .  

The seasonally adjusted unemployment rate for November 2015 was unchanged at 5.0%. Job gains occurred in construction, professional and 

technical services, and health care. Mining and information lost jobs. The number of unemployed persons (7.9 million) was essentially unchanged in 

November 2015. The number of long-term unemployed was also little changed at 2.1 million, and has shown little movement since June. In 

November, these individuals accounted for 25.7 percent of the unemployed. 

According to the most recent estimate from the Bureau of Economic Analysis, corporate profits decreased 1.6% between the second quarter of 

2015 and the third quarter of 2015, and fell 5.1% between the third quarter of 2014 and the third quarter of 2015.  

Inflation remained low in the U.S. According to the Bureau of Labor Statistics, the seasonally adjusted Consumer Price Index increased 0.2% in 

October and was flat in November. Morgan Stanley & Co. economists forecast a 0.5% inflation rate for 2015, 1.9% for 2016 and 2.4% for 2017.  

The Census Bureau reported that private-sector housing starts in November 2015 were at a seasonally adjusted annual rate of 1,173,000�16% 

above November 2014 housing starts. The rise in housing starts over the past several years indicates that despite some intermittent setbacks, the 

housing market is rebounding.  

The Census Bureau also reported that seasonally adjusted retail and food services sales increased 0.2% between October 2015  and November 

2015, and increased 1.4% between November 2014 and November 2015.  

In December, the Institute for Supply Management�s Purchasing Managers� Index (PMI), a manufacturing sector index, contracted as the 

PMI registered 48.2 percent, a decrease of 0.4 percentage point from the November reading of 48.6 percent. This indicates a contraction in 

manufacturing for the second consecutive month, and is the lowest reading since June 2009 when the PMI registered 45.8 percent. Overall, PMI 

has been above 43 for 81 consecutive months. Generally speaking, a PMI or NMI (ISM Non-Manufacturing Index) over 50 indicates that the sector is 

expanding and a PMI below 50 but over 43 indicates that the sector is shrinking but the overall economy is expanding. 

The NMI increased 2.2 points to 59.1 between September 2015  and October 2015, and fell 3.2 points to 55.9 between October 2015 and November 

2015. The index has now been above 50 for 69 consecutive months. 

The US Economy 

As of 4Q 2015 

Source: FactSet, Bloomberg, Morgan Stanley & Co. Research, Morgan Stanley Wealth Management GIC 
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INDEX IN USD Quarter 12 Months
5-Years 

(Annualized)

7-Years

 (Annualized

S&P 500 -6.4% -0.6% 13.3% 9.7%

Dow Jones -7.0% -2.1% 11.4% 8.9%

Russell 2000 -11.9% 1.2% 11.7% 8.6%

Russell Midcap -8.0% -0.2% 13.4% 11.4%

Russell 1000 -6.8% -0.6% 13.4% 10.0%

Key US Stock Market Index Returns (%) for the Period Ending 9/30/2015

INDEX IN USD Quarter 12 Months
5-Years 

(Annualized)

7-Years

 (Annualized

S&P 500 7.0% 1.4% 12.6% 14.8%

Dow Jones 7.7% 0.2% 11.3% 13.3%

Russell 2000 3.6% -4.4% 9.2% 14.0%

Russell Midcap 3.6% -2.4% 11.4% 17.1%

Russell 1000 6.5% 0.9% 12.4% 15.1%

Key US Stock Market Index Returns (%) for the Period Ending 12/31/2015

Capital Markets Overview: 4Q 2015 

The Dow Jones Industrial Average increased 7.7% in the fourth quarter. The NASDAQ Composite Index was up 8.8% for the quarter. The S&P 500 

Index increased 7.0% for the quarter. 

All sectors within the S&P 500 generated positive returns in the fourth quarter of 2015. The top performing sector was Materials, which was up 

9.7%. Health Care and Technology both rose 9.2% and were also among the top-performing sectors. The biggest laggards were Energy, which had 

a modest increase of 0.2%, and Utilities, which rose 1.1%. 

Growth-style stocks of large-cap companies increased during the fourth quarter. The large-cap Russell 1000 Growth Index rose 7.3%. The Russell 

1000 Index, a large-cap index, increased 6.5% for the quarter.  

The Russell 1000 Value Index, also a large-cap index, increased 5.6% for the quarter. The Russell Midcap Growth Index rose 4.1% for the quarter. The 

Russell Midcap Index also increased 3.6% for the quarter. The Russell Midcap Value Index increased 3.1% for the quarter. The Russell 2000 Growth 

Index, a small-cap index, increased 4.3% for the quarter. The small-cap Russell 2000 Index rose 3.6% for the quarter. The Russell 2000 Value Index, 

also a small-cap index, increased 2.9% for the quarter. 

 

US Equity Markets 

As of 4Q 2015 

Source: FactSet, Bloomberg, Morgan Stanley Wealth Management GIC 
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As of December 31, 2015  

4Q 2015 Total Return  
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INDEX IN USD Quarter 12 Months
5-Years 

(Annualized)

7-Years

 (Annualized)

MSCI EAFE -10.2% -8.3% 4.4% 4.2%

MSCI EAFE Growth -8.7% -4.3% 5.2% 4.9%

MSCI EAFE Value -11.7% -12.2% 3.6% 3.6%

MSCI Europe -8.7% -8.8% 4.9% 4.3%

MSCI Japan -11.7% -1.9% 5.1% 3.6%

S&P 500 -6.4% -0.6% 13.3% 9.7%

MSCI Emerging Markets -17.8% -19.0% -3.2% 2.9%

Key Global Equity Market Index Returns (%) for the Period Ending  9/30/2015

Capital Markets Overview: 4Q 2015 

Source: FactSet, Bloomberg, Morgan Stanley Wealth Management GIC 

In the fourth quarter, emerging markets (EM) and global equities generated positive returns. The MSCI EAFE Index (a benchmark for developed 

markets) increased 4.7% for U.S.-currency investors and 6.4% for local-currency investors, as the U.S. dollar strengthened in relation to the 

currencies of many nations in the index. In the third quarter of 2015, the MSCI EAFE Index fell 10.2% in U.S. dollar terms and decreased 8.9% in 

local currency terms. 

For the fourth quarter, the MSCI Emerging Markets Index increased 0.7% for U.S.-currency investors and 1.6% for local-currency investors, as the 

U.S. dollar strengthened in relation to emerging-market currencies. In the previous quarter, the MSCI Emerging Markets Index decreased 17.8% for 

U.S.-dollar-based investors and also fell 12.0% for local-currency investors.  

 The MSCI Europe Index increased 2.5% for U.S.-currency investors and 5.2% for local-currency investors during the fourth quarter of 2015. In the 

previous quarter, the MSCI Europe Index decreased 8.7% for U.S.-dollar-based investors and fell 7.0% for local-currency investors.  

The S&P 500 Index increased 7.0% for the quarter. 

Emerging economy equity market indices were also up in the fourth quarter. The MSCI BRIC (Brazil, Russia, India and China) Index rose 1.3% for the 

quarter in U.S. dollar terms and 2.0% in terms of local currencies. In comparison, for the fourth quarter, the MSCI EM Asia Index was up 3.5% in U.S. 

dollar terms and fell 2.9% in local terms. 

Global Equity Markets 

As of 4Q 2015 

INDEX IN USD Quarter 12 Months
5-Years 

(Annualized)

7-Years

 (Annualized)

MSCI EAFE 4.7% -0.4% 4.1% 8.3%

MSCI EAFE Growth 6.7% 4.5% 5.0% 9.3%

MSCI EAFE Value 2.7% -5.2% 3.1% 7.3%

MSCI Europe 2.5% -2.3% 4.5% 8.6%

MSCI Japan 9.4% 9.9% 4.6% 6.4%

S&P 500 7.0% 1.4% 12.6% 14.8%

MSCI Emerging Markets 0.7% -14.6% -4.5% 7.8%

Key Global Equity Market Index Returns (%) for the Period Ending 12/31/2015
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Past performance is no guarantee of future results. Estimates of future performance are based on assumptions that may not be realized. This material is not a solicitation of any offer to buy or sell any security or other 
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INDEX IN USD Quarter 12 Months
5-Years 

(Annualized)

7-Years

 (Annualized)

Barclays Capital US Aggregate 1.2% 2.9% 3.1% 4.8%

Barclays Capital High Yield -4.9% -3.4% 6.1% 10.0%

Barclays Capital Government/Credit 1.4% 2.9% 3.1% 5.0%

Barclays Capital Government 1.8% 3.8% 2.5% 3.7%

Barclays Capital Intermediate Govt/Credit 1.0% 2.8% 2.4% 4.2%

Barclays Capital Long Govt/Credit 2.2% 3.1% 6.0% 8.7%

Barclays Capital Mortgage Backed Securities 1.3% 3.4% 3.0% 4.4%

Barclays Capital Muni 1.7% 3.2% 4.1% 5.8%

Key US Bond Market Index Returns (%) for the Period Ending  9/30/2015

Capital Markets Overview: 4Q 2015 

The bond market struggled in the fourth quarter of 2015. The Barclays U.S. Aggregate Bond Index, a general measure of the bond market, fell 0.6% 

for the quarter. Interest rates increased during the fourth quarter, as the yield on the 10-Year U.S. Treasury note rose to a quarter-end 2.27% from 

2.04% at the end of the third quarter of 2015.  

Riskier parts of the bond market such as U.S. High Yield debt declined in the fourth quarter. The Barclays Capital High Yield Index, a measure of 

lower-rated corporate bonds, fell 2.1%. 

Mortgage-backed securities were flat during the fourth quarter. The Barclays Capital Mortgage Backed Index fell 0.1% for the quarter. During the 

fourth quarter, the municipal bond market increased. As a result, the Barclays Capital Muni Index generated a 1.5% return for the quarter. 

The US Bond Market 

As of 4Q 2015 

Source: FactSet, Bloomberg, Morgan Stanley & Co. Research, Morgan Stanley Wealth Management GIC 

INDEX IN USD Quarter 12 Months
5-Years 

(Annualized)

7-Years

 (Annualized)

Barclays Capital US Aggregate -0.6% 0.5% 3.2% 4.1%

Barclays Capital High Yield -2.1% -4.5% 5.0% 12.8%

Barclays Capital Government/Credit -0.8% 0.3% 3.4% 4.0%

Barclays Capital Government -0.9% 0.8% 2.9% 2.4%

Barclays Capital Intermediate Govt/Credit -0.7% 1.1% 2.6% 3.4%

Barclays Capital Long Govt/Credit -0.9% -3.3% 7.0% 6.7%

Barclays Capital Mortgage Backed Securities -0.1% 1.5% 3.0% 3.7%

Barclays Capital Muni 1.5% 3.3% 5.3% 6.0%

Key US Bond Market Index Returns (%) for the Period Ending 12/31/2015
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GLOBAL INVESTMENT COMMITTEE (GIC) ASSET ALLOCATION MODELS 

The Asset Allocation Models are created by Morgan Stanley Wealth Management�s GIC.  

CLIENTS TO CONSIDER THEIR OWN INVESTMENT NEEDS 

The GIC Asset Allocation Models are formulated based on general client characteristics such as investable assets and risk tolerance. This report is not intended to be a client-specific suitability analysis 

or recommendation, or offer to participate in any investment. Therefore, do not use this report as the sole basis for investment decisions.  

Clients should consider all relevant information, including their existing portfolio, investment objectives, risk tolerance, liquidity needs and investment time horizon.  Such a suitability determination 

may lead to asset allocation(s) results that are materially different from the asset allocation shown in this report. Clients should talk to their Financial Advisor about what would be a suitable asset 

allocation for them. 

HYPOTHETICAL MODEL PERFORMANCE (GROSS) 

Hypothetical model performance results do not reflect the investment or performance of an actual portfolio following a GIC Strategy, but simply reflect actual historical performance of selected indices 

on a real-time basis over the specified period of time representing the GIC�s strategic and tactical allocations as of the date of this report. The past performance shown here is simulated performance 

based on benchmark indices, not investment results from an actual portfolio or actual trading. There can be large differences between hypothetical and actual performance results achieved by a 

particular asset allocation or trading strategy. Hypothetical performance results do not represent actual trading and are generally designed with the benefit of hindsight.  

Actual performance results of accounts vary due to, for example, market factors (such as liquidity) and client-specific factors (such as investment vehicle selection, timing of contributions and 

withdrawals, restrictions and rebalancing schedules). Clients would not necessarily have obtained the performance results shown here if they had invested in accordance with any GIC Asset Allocation 

Model for the periods indicated.  

Despite the limitations of hypothetical performance, these hypothetical performance results allow clients and Financial Advisors to obtain a sense of the risk/return trade-off of different asset allocation 

constructs. The hypothetical performance results in this report are calculated using the returns of benchmark indices for the asset classes, and not the returns of securities, fund or other investment 

products. 

Performance of indices may be more or less volatile than any investment product. The risk of loss in value of a specific investment is not the same as the risk of loss in a broad market index. Therefore, 

the historical returns of an index will not be the same as the historical returns of a particular investment a client selects. 

Models may contain allocations to Hedge Funds, Private Equity and Private Real Estate. The benchmark indices for these asset classes are not issued on a daily basis. When calculating model 

performance on a day for which no benchmark index data is issued, we have assumed straight line growth between the index levels issued before and after that date.  

Fees reduce the performance of actual accounts None of the fees or other expenses (e.g. commissions, mark-ups, mark-downs, fees) associated with actual trading or accounts are reflected in the GIC 

Asset Allocation Models.  The GIC Asset Allocation Models and any model performance included in this presentation are intended as educational materials.  Were a client to use these models in 

connection with investing, any investment decisions made would be subject to transaction and other costs which, when compounded over a period of years, would decrease returns.  Information 

regarding Morgan Stanley�s standard advisory fees is available in the Form ADV Part 2, which is available at www.morganstanley.com/adv.  The following hypothetical illustrates the compound effect 

fees have on investment returns: For example, if a portfolio�s annual rate of return is 15% for 5 years and the account pays 50 basis points in fees per annum, the gross cumulative five-year return would 

be 101.1% and the five-year return net of fees would be 96.8%. Fees and/or expenses would apply to clients who invest in investments in an account based on these asset allocations, and would reduce 

clients� returns. The impact of fees and/or expenses can be material.  

INSURANCE PRODUCTS AND ETF DISCLOSURES 

Morgan Stanley Smith Barney LLC offers insurance products in conjunction with its licensed insurance agency affiliates. 

An investment in an exchange-traded fund involves risks similar to those of investing in a broadly based portfolio of equity securities traded on an exchange in the relevant securities market, such as 

market fluctuations caused by such factors as economic and political developments, changes in interest rates and perceived trends in stock and bond prices.  

Variable annuities, mutual funds and ETFs are sold by prospectus only. The prospectus contains the investment objectives, risks, fees, charges and expenses, and other 

information regarding the variable annuity contract and the underlying investments, or the ETF, which should be considered carefully before investing. Prospectuses for both 

the variable annuity contract and the underlying investments, or the ETF, are available from your Financial Advisor. Please read the prospectus carefully before you invest. 

Variable annuities are long-term investments designed for retirement purposes and may be subject to market fluctuations, investment risk, and possible loss of principal. All guarantees, including 

optional benefits, are based on the financial strength and claims-paying ability of the issuing insurance company and do not apply to the underlying investment options. 

Optional riders may not be able to be purchased in combination and are available at an additional cost. Some optional riders must be elected at time of purchase. Optional riders may be subject to 

specific limitations, restrictions, holding periods, costs, and expenses as specified by the insurance company in the annuity contract. 

If you are investing in a variable annuity through a tax-advantaged retirement plan such as an IRA, you will get no additional tax advantage from the variable annuity. Under these circumstances, you 

should only consider buying a variable annuity because of its other features, such as lifetime income payments and death benefits protection. 

Taxable distributions (and certain deemed distributions) are subject to ordinary income tax and, if taken prior to age 59½, may be subject to a 10% federal income tax penalty. Early withdrawals will 

reduce the death benefit and cash surrender value. 

 

 

 

 

Asset Allocation Models & Insurance Products Disclosures 
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For index definitions to the indices referenced in this report please visit the following: http://www.morganstanleyfa.com/public/projectfiles/id.pdf
 

Equity securities may fluctuate in response to news on companies, industries, market conditions and general economic environment. 

Investing in foreign markets entails risks not typically associated with domestic markets, such as currency fluctuations and controls, restrictions on foreign investments, less governmental supervision 

and regulation, and the potential for political instability. These risks may be magnified in countries with emerging markets and frontier markets, since these countries may have relatively unstable 

governments and less established markets and economies.  

Investing in small- to medium-sized companies entails special risks, such as limited product lines, markets and financial resources, and greater volatility than securities of larger, more established 

companies. 

The value of fixed income securities will fluctuate and, upon a sale, may be worth more or less than their original cost or maturity value. Bonds are subject to interest rate risk, call risk, reinvestment 

risk, liquidity risk, and credit risk of the issuer. 

High yield bonds (bonds rated below investment grade) may have speculative characteristics and present significant risks beyond those of other securities, including greater credit risk, price 

volatility, and limited liquidity in the secondary market. High yield bonds should comprise only a limited portion of a balanced portfolio. 

Interest on municipal bonds is generally exempt from federal income tax; however, some bonds may be subject to the alternative minimum tax (AMT).  Typically, state tax-exemption applies if 

securities are issued within one's state of residence and, if applicable, local tax-exemption applies if securities are issued within one's city of residence. 

Treasury Inflation Protection Securities� (TIPS) coupon payments and underlying principal are automatically increased to compensate for inflation by tracking the consumer price index (CPI). While 

the real rate of return is guaranteed, TIPS tend to offer a low return. Because the return of TIPS is linked to inflation, TIPS may significantly underperform versus conventional U.S. Treasuries in times of 

low inflation. 

Ultrashort-term fixed income asset class is comprised of fixed income securities with high quality, very short maturities. They are therefore subject to the risks associated with debt securities such as 

credit and interest rate risk. 

Alternative investments may be either traditional alternative investment vehicles, such as hedge funds, fund of hedge funds, private equity, private real estate and managed futures or, non-traditional 

products such as mutual funds and exchange-traded funds that also seek alternative-like exposure but have significant differences from traditional alternative investments. The risks of traditional 

alternative investments may include: can be highly illiquid, speculative and not suitable for all investors, loss of all or a substantial portion of the investment due to leveraging, short-selling, or other 

speculative practices, volatility of returns, restrictions on transferring interests in a fund, potential lack of diversification and resulting higher risk due to concentration of trading authority when a single 

advisor is utilized, absence of information regarding valuations and pricing, complex tax structures and delays in tax reporting, less regulation and higher fees than open-end mutual funds, and risks 

associated with the operations, personnel and processes of the manager. Non-traditional alternative strategy products may employ various investment strategies and techniques for both hedging and 

more speculative purposes such as short-selling, leverage, derivatives and options, which can increase volatility and the risk of investment loss. Master Limited Partnerships (MLPs) Individual MLPs are 

publicly traded partnerships that have unique risks related to their structure.  These include, but are not limited to, their reliance on the capital markets to fund growth, adverse ruling on the current tax 

treatment of distributions (typically mostly tax deferred), and commodity volume risk. The potential tax benefits from investing in MLPs depend on their being treated as partnerships for federal 

income tax purposes and, if the MLP is deemed to be a corporation, then its income would be subject to federal taxation at the entity level, reducing the amount of cash available for distribution to the 

fund which could result in a reduction of the fund�s value. MLPs carry interest rate risk and may underperform in a rising interest rate environment. Investing in commodities entails significant risks. 

Commodity prices may be affected by a variety of factors at any time, including but not limited to, (i) changes in supply and demand relationships, (ii) governmental programs and policies, (iii) national 

and international political and economic events, war and terrorist events, (iv) changes in interest and exchange rates, (v) trading activities in commodities and related contracts, (vi) pestilence, 

technological change and weather, and (vii) the price volatility of a commodity. In addition, the commodities markets are subject to temporary distortions or other disruptions due to various factors, 

including lack of liquidity, participation of speculators and government intervention. Physical precious metals are non-regulated products. Precious metals are speculative investments, which may 

experience short-term and long term price volatility. The value of precious metals investments may fluctuate and may appreciate or decline, depending on market conditions. Unlike bonds and stocks, 

precious metals do not make interest or dividend payments. Therefore, precious metals may not be suitable for investors who require current income. Precious metals are commodities that should be 

safely stored, which may impose additional costs on the investor. REITs investing risks are similar to those associated with direct investments in real estate: property value fluctuations, lack of liquidity, 

limited diversification and sensitivity to economic factors such as interest rate changes and market recessions. 

Risks of private real estate include: illiquidity; a long-term investment horizon with a limited or nonexistent secondary market; lack of transparency; volatility (risk of loss); and leverage. 

Principal is returned on a monthly basis over the life of a mortgage-backed security. Principal prepayment can significantly affect the monthly income stream and the maturity of any type of MBS, 

including standard MBS, CMOs and Lottery Bonds.  

Asset-backed securities generally decrease in value as a result of interest rate increases, but may benefit less than other fixed-income securities from declining interest rates, principally because of 

prepayments. 

 

Asset Class Risk Considerations 
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Floating-rate securities The initial interest rate on a floating-rate security may be lower than that of a fixed-rate security of the same maturity because investors expect to receive additional income 
due to future increases in the floating security�s underlying reference rate. The reference rate could be an index or an interest rate. However, there can be no assurance that the reference rate will 
increase. Some floating-rate securities may be subject to call risk. 

Yields are subject to change with economic conditions. Yield is only one factor that should be considered when making an investment decision.  

Credit ratings are subject to change. 

Companies paying dividends can reduce or cut payouts at any time. 

Asset allocation and diversification do not assure a profit or protect against loss in declining financial markets. 

The indices are unmanaged. An investor cannot invest directly in an index.  They are shown for illustrative purposes only and do not represent the performance of any specific investment.  

The indices selected by Morgan Stanley Wealth Management to measure performance are representative of broad asset classes.  Morgan Stanley Wealth Management retains the right to change 

representative indices at any time. 

Because of their narrow focus, sector investments tend to be more volatile than investments that diversify across many sectors and companies. 

Growth investing does not guarantee a profit or eliminate risk. The stocks of these companies can have relatively high valuations. Because of these high valuations, an investment in a growth stock can 

be more risky than an investment in a company with more modest growth expectations.  

Value investing does not guarantee a profit or eliminate risk. Not all companies whose stocks are considered to be value stocks are able to turn their business around or successfully employ corrective 
strategies which would result in stock prices that do not rise as initially expected. 

Rebalancing does not protect against a loss in declining financial markets.  There may be a potential tax implication with a rebalancing strategy.  Investors should consult with their tax advisor before 
implementing such a strategy.  

Any type of continuous or periodic investment plan does not assure a profit and does not protect against loss in declining markets.  Since such a plan involves continuous investment in securities 
regardless of fluctuating price levels of such securities, the investor should consider his financial ability to continue his purchases through periods of low price levels. 

Duration, the most commonly used measure of bond risk, quantifies the effect of changes in interest rates on the price of a bond or bond portfolio. The longer the duration, the more sensitive the bond 
or portfolio would be to changes in interest rates. 

Besides the general risk of holding securities that may decline in value, closed-end funds may have additional risks related to declining market prices relative to net asset values (NAVs), active manager 
underperformance, and potential leverage. Some funds also invest in foreign securities, which may involve currency risk. 

Morgan Stanley Wealth Management is the trade name of Morgan Stanley Smith Barney LLC, a registered broker-dealer in the United States. This material has been prepared for informational 
purposes only and is not an offer to buy or sell or a solicitation of any offer to buy or sell any security or other financial instrument or to participate in any trading strategy.  Past performance is not 
necessarily a guide to future performance. 

The securities/instruments discussed in this material may not be suitable for all investors.  The appropriateness of a particular investment or strategy will depend on an investor�s individual 
circumstances and objectives.  Morgan Stanley Wealth Management recommends that investors independently evaluate specific investments and strategies, and encourages investors to seek the 
advice of a financial advisor.  

This material is based on public information as of the specified date, and may be stale thereafter. We have no obligation to tell you when information herein may change. We and our third-party data 
providers make no representation or warranty with respect to the accuracy or completeness of this material. Past performance is no guarantee of future results. 

This material should not be viewed as advice or recommendations with respect to asset allocation or any particular investment. This information is not intended to, and should not, form a primary basis 
for any investment decisions that you may make. Morgan Stanley Wealth Management is not acting as a fiduciary under either the Employee Retirement Income Security Act of 1974, as amended or 
under section 4975 of the Internal Revenue Code of 1986 as amended in providing this material.  

Morgan Stanley Smith Barney LLC, its affiliates and Morgan Stanley Financial Advisors do not provide legal or tax advice.  Each client should always consult his/her personal tax and/or legal 
advisor for information concerning his/her individual situation and to learn about any potential tax or other implications that may result from acting on a particular recommendation. 

This material is disseminated in the United States of America by Morgan Stanley Smith Barney LLC. 

Morgan Stanley Wealth Management is not acting as a municipal advisor to any municipal entity or obligated person within the meaning of Section 15B of the Securities Exchange Act (the �Municipal 
Advisor Rule�) and the opinions or views contained herein are not intended to be, and do not constitute, advice within the meaning of the Municipal Advisor Rule. 

Third-party data providers make no warranties or representations of any kind relating to the accuracy, completeness, or timeliness of the data they provide and shall not have liability for any damages 
of any kind relating to such data. 

This material, or any portion thereof, may not be reprinted, sold or redistributed without the written consent of Morgan Stanley Smith Barney LLC. 

© 2016 Morgan Stanley Smith Barney LLC. Member SIPC.  

Asset Class Risk Considerations (cont�d) 
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INVESTMENT POLICY MONITOR (DOLLAR WEIGHTED IRR)
CITY OF PORT ORANGE MUNICIPAL AS OF 12/31/2015

   
Asset Class

Investment Manager

Fund Performance (IRR) 2.50 2.50 0.19 6.64 6.02 6.04
 Investment Policy Objectives
Investment Policy Target 1.85 1.85 7.62 7.62 7.62 7.62
4CPI 1.33 1.33 4.92 5.04 5.60 6.24

Report Created: 2/11/2016

Since 10/31/1995Current Fiscal Qtr Fiscal YTD Trailing 12 Months Trailing 3 Years Trailing 5 Years
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Fund Performance (IRR) Investment Policy Target 4CPI

Investment Policy Objective
Primary investment emphasis must be placed upon the consistent protection of the funds and growth performance.

Dollar–Weighted Returns
(Internal Rate of Return)

The investment policy monitor is calculated on a dollar-weighted basis, accounting for deposits and cash flows upon receipt.  The dollar-weighted or “internal rate of 
return - IRR” is the actual rate earned by the Fund.  The dollar–weighted return is the appropriate measurement to evaluate the fund’s performance in relation to the 
statement of investment policy and guidelines.
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INVESTMENT PERFORMANCE SUMMARY (TIME WEIGHTED)
CITY OF PORT ORANGE MUNICIPAL AS OF 12/31/2015

Investment Returns are Since Inc Account

Annualized and Time Weighted (%) Period End Number

 TOTAL FUND +2.75 +2.75 +1.03 +7.67 +6.92 +6.94 10/31/1995
Composite +3.07 +3.07 +1.04 +8.66 +7.81 +7.30

 Equity Investments
 BlackRock - Eq Div SMA 7.42 7.42 0.07 11.66 8.49 8.09 10/31/1995 745-106958

Russell 1000 Vl 5.64 5.64 -3.84 13.09 11.27 8.85

 Jennison Associates - LC Growth 8.75 8.75 12.14 20.29 17.35 8.97 10/31/1995 745-106957
Russell 1000 Gr 7.32 7.32 5.68 16.84 13.54 7.80

 Wedgewood Partners - Focus Growth 2.56 2.56 -5.30 10.94 8.18 9.66 02/28/2010 745-125734
Russell 1000 Gr 7.32 7.32 5.68 16.84 13.54 14.70

 Connors Invest - Covered Call Strategy 5.13 5.13 1.40 N/A N/A 9.65 09/30/2013 745-040114
S&P 500 7.05 7.05 1.41 11.37

 GW Capital - Small Cap Value Equity 2.17 2.17 -9.81 5.73 6.44 7.66 07/31/2005 745-125129
Russell 2000 Vl 2.88 2.88 -7.47 9.06 7.67 5.16

 RBC Global Asset Mgmt - Small Growth Equity 4.81 4.81 1.58 13.48 13.14 7.49 01/31/1996 745-107017
Russell 2000 Gr 4.32 4.32 -1.40 14.27 10.67 6.38

 International Equity
 Lazard - International 3.84 3.84 5.57 7.03 7.45 5.00 09/30/2000 745-108866

MSCI EAFE Net 4.71 4.71 -0.81 5.02 3.61 3.29

 Renaissance - International 6.11 6.11 -1.31 7.45 4.63 10.85 01/31/2009 745-125551
MSCI AC Wld xUS Nt 3.24 3.24 -5.67 1.49 1.06 9.03

 Fixed Income Investments
 Madison - Intermediate Govt-Corp -0.39 -0.39 1.07 0.87 1.79 4.75 10/31/1995 745-106956

BC Gov/Cr Intm -0.69 -0.69 1.07 1.10 2.58 5.00

 Alternative Investments
 Pine Grove Instl Partners -1.57 -1.57 -3.98 N/A N/A -1.82 02/28/2014 002-005699

HFRI FOF Conservative 0.14 0.14 0.51 1.11

 Priv Adv Stable Value ERISA Fund -2.01 -2.01 -4.40 N/A N/A -2.65 02/28/2014 002-005805
HFRI FOF Conservative 0.14 0.14 0.51 1.11

 Ubs Trumbull Real Estate 3.01 3.01 12.93 11.66 N/A 11.61 07/31/2012 002-001649
Russell NCREIF Property I 2.91 2.91 13.34 12.05 12.07

Report Created: 2/9/2016

Since 
10/31/1995

Current 
Fiscal Qtr Fiscal YTD

Trailing 12 
Months

Trailing 3 
Years

Trailing 5 
Years
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INVESTMENT PERFORMANCE SUMMARY (DOLLAR WEIGHTED)
CITY OF PORT ORANGE MUNICIPAL AS OF 12/31/2015

Investment Returns are Since Inc Account
Annualized and Dollar Weighted (%) Period End Number

 Total Fund 2.50 2.50 0.19 6.64 6.02 6.04 10/31/1995

 Equity Investments
 BlackRock - Eq Div SMA 7.19 7.19 -0.79 12.00 8.16 7.65 10/31/1995 745-106958
 Jennison Associates - LC Growth 8.38 8.38 12.01 22.02 16.75 9.26 10/31/1995 745-106957

 Wedgewood Partners - Focus Growth 2.17 2.17 -6.02 12.40 8.11 9.85 02/28/2010 745-125734
 Connors Invest - Covered Call Strategy 4.87 4.87 0.26 N/A N/A 8.79 09/30/2013 745-040114
 GW Capital - Small Cap Value Equity 1.78 1.78 -10.45 5.12 6.15 8.38 07/31/2005 745-125129
 RBC Global Asset Mgmt - Small Growth Equity 4.54 4.54 1.07 13.27 12.50 7.45 01/31/1996 745-107017

 International Equity
 Lazard - International 3.51 3.51 5.52 6.37 7.21 3.54 09/30/2000 745-108866
 Renaissance - International 5.38 5.38 -1.48 6.42 4.30 8.88 01/31/2009 745-125551

 Fixed Income Investments
 Madison - Intermediate Govt-Corp -0.58 -0.58 0.29 0.13 0.93 3.31 10/31/1995 745-106956

 Alternative Investments
 Pine Grove Instl Partners -1.69 -1.69 -4.52 N/A N/A -2.30 02/28/2014 002-005699
 Priv Adv Stable Value ERISA Fund -2.13 -2.13 -4.80 N/A N/A -3.02 02/28/2014 002-005805
 Ubs Trumbull Real Estate 2.54 2.54 11.01 9.77 N/A 9.79 07/31/2012 002-001649

Report Created: 2/11/2016

Since 
10/31/1995

Current 
Fiscal Qtr Fiscal YTD

Trailing 12 
Months

Trailing 3 
Years

Trailing 5 
Years
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TOTAL FUND
CITY OF PORT ORANGE MUNICIPAL AS OF 12/31/2015

Asset Allocation ($000)
US Eq Intl Eq FixedInc H-FofF Real Est

11,465 3,443 7,585 2,590 2,101
Alt Inv Cash Total

205 919 28,308

Asset Allocation By Manager

 Fiscal Qtr  Fiscal YTD  Trailing  Trailing  Trailing  Since  Inception

Investment Returns (%)  09/30/15  09/30/15  12 Months  3 Years  5 Years  10/31/95  10/11/95
Total Fund 2.75 2.75 1.03 7.67 6.92 6.94 6.92
Composite 3.07 3.07 1.04 8.66 7.81 7.30 N/A

Port Orange Police Index 3.10 3.10 1.00 8.56 7.70 7.09 N/A

Asset Growth ($000)
Beginning Market Value 27,731 27,731 28,679 21,665 17,543 3,076 1,323
Net Contributions & Withdrawals -192 -192 -689 995 2,833 9,330 11,082
Gain/Loss + Income 769 769 318 5,648 7,932 15,902 15,903
Ending Market Value 28,308 28,308 28,308 28,308 28,308 28,308 28,308
Report Created: 2/9/2016
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Risk/ Return Analysis - Since Inception

Zephyr StyleADVISOR
Zephyr StyleADVISOR: Graystone Consulting

Manager Performance
November 1995 - December 2015 (Single Computation)
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Return & Risk Analysis
November 1995 - December 2015:  Summary Statistics

Port Orange - Total Fund

Port Orange - Policy Index

Return
Excess Return

vs. 
Market

Standard
Deviation

Beta
vs.

Market

Maximum
Drawdown

Up
Capture

vs.
Market

Down
Capture

vs.
Market

Alpha
vs.

Market

Sharpe
Ratio

R-Squared
vs.

Market

6.93% -0.16% 8.81% 0.91 -29.89% 91.96% 90.63% 0.49% 0.51 94.42%

7.09% 0.00% 9.46% 1.00 -33.36% 100.00% 100.00% 0.00% 0.49 100.00%
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TOTAL FUND RISK ANALYSIS
CITY OF PORT ORANGE MUNICIPAL

Mgr. Index

10/08 10/08

12/2012-
12/2015

12/2011-
12/2014

12/2010-
12/2013

12/2009-
12/2012

12/2008-
12/2011

12/2012-
12/2015

12/2011-
12/2014

12/2010-
12/2013

12/2009-
12/2012

12/2008-
12/2011

12/2012-
12/2015

12/2011-
12/2014

12/2010-
12/2013

12/2009-
12/2012

0.91 0.97 1.00 1.02 0.96 0.88 0.91 0.95 0.98
Down Capture Ratios Up Capture Ratios

Report Created: 2/9/2016

Please refer to the attached Disclosures for important informatio n.
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AS OF 12/31/2015

  End Date
 Composite Index

11/08 11/08

11/08 11/08

Sharpe Ratios 3-Year Rolling Periods

Down Capture Returns (%) 3-Year Rolling Periods

Sharpe Ratio divides excess return
by standard deviation to arrive at a 
unified measure of risk adjusted
return. In most cases where risk is
a consideration, it is desirable to
have a value higher than the index.

Loss in Varying Time Periods
measures the greatest loss
experienced in each of five different
historical time periods. Maximum
Drawdown in the longest sustained
loss since the inception of the
account (The fund and index may
have different begin and end dates.)
No presentation is made that
these amounts represent maximum 
future loss.

Down Capture is the measure of
the fund`s total return whenever the 
index returns are negative.

Up Capture is the measure of the
fund`s total return whenever the
index returns are positive.
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Month
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Up Capture Returns (%) 3-Year Rolling Periods

CITY OF PORT ORANGE 
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ACCOUNT - EXECUTIVE SUMMARY
CITY OF PORT ORANGE MUNICIPAL #745-106958 Single Strategy UMA As Of 12/31/2015

Asset Allocation ($000)
US Eq Intl Eq Alt Inv Cash
2,804 123 19 71
Total
3,017

Fiscal Qtr Fiscal YTD Trailing Trailing Mng Chn Since
Investment Returns (%) 09/30/15  09/30/15  12 Months  3 Years 08/31/12  10/31/95
Blackrock Equity Dividend 01/16 7.42 7.42 0.07 11.66 11. 47 8.09
Russell 1000 Vl 5.64 5.64 -3.84 13.09 13.27 8.85

Asset Growth ($000)
Beginning Market Value 3172 3005 3202 4221 3497 685
Net Contributions & Withdrawals -9 -66 -195 -2100 -1845 -789
Gain/Loss + Income -146 78 10 896 1365 3121
Ending Market Value 3017 3017 3017 3017 3017 3017

Top Holdings Economic Sector Allocation

Security Sector % Port % Port
Jpmorgan Chase & Co Financials 4.0 Financials 22.5
General Electric Co Industrials 3.7 Industrials 13.3
Wells Fargo & Co New Financials 3.3 Health Care 11.9
Pfizer Inc Health Care 3.1 Energy 9.5
Home Depot Inc Consumer Discretiona 2.8 Consumer Discretiona 8.6
Microsoft Corp Information Technolo 2.7 Consumer Staples 8.6
Citigroup Inc New Financials 2.6 Information Technolo 8.5
Exxon Mobil Corp Energy 2.5 Utilities 5.9
Intel Corp Information Technolo 2.5 Other 5.0
Other Other 2.4 Materials 3.9

Telecommunication Se 2.2

Report Created: 2/9/2016

Please refer to the attached Disclosures for important informatio n.
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This image cannot currently be displayed.
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Zephyr StyleADVISOR
Zephyr StyleADVISOR: Graystone Consulting

Manager Performance
September 2012 - December 2015 (Single Computation)
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Return & Risk Analysis
September 2012 - December 2015:  Summary Statistics

Port Orange Police - BlackRock

Russell 1000 Value

Return
Excess Return

vs. 
Market

Standard
Deviation

Beta
vs.

Market

Maximum
Drawdown

Up
Capture

vs.
Market

Down
Capture

vs.
Market

Alpha
vs.

Market

Sharpe
Ratio

R-Squared
vs.

Market

11.47% -1.79% 9.63% 0.90 -7.83% 87.31% 92.39% -0.34% 1.19 93.83%

13.26% 0.00% 10.40% 1.00 -10.22% 100.00% 100.00% 0.00% 1.27 100.00%
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MANAGER PERFORMANCE ANALYSIS
CITY OF PORT ORANGE MUNICIPAL #745-106958   BlackRock - Eq Div SMA As Of 12/31/2015

Report Created: 2/9/2016
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Growth of $100 Graph

This graph depicts how $100, 
invested at the beginning of the 
time period, would have grown 
based on both the portfolio's 
performance and the index's.
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Value Added Graph

This exhibit is useful in determining 
how the portfolio has been affected by 
the investment process.

One of the graph lines denotes the 
period-end market values of the 
portfolio over time. This is simply a 
visual representation of the ebb and 
flow of the portfolio's market value 
period-to-period. The other line 
represents the original dollars 
invested adjusted for contributions or 
withdrawals.
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MODERN PORTFOLIO THEORY
CITY OF PORT ORANGE MUNICIPAL #745-106958   BlackRock - Eq Div SMA AS OF 12/31/2015

12/2012-12/2015 12/2011-12/2014 12/2010-12/2013 12/2009-12/2012 12/2008-12/2011 12/2012-12/2015 12/2011-12/2014 12/2010-12/2013 12/2009-12/2012 12/2008-12/2011

R2 = 93.95% R2 = 92.03% R2 = 95.81% R2 = 97.67% R2 = 97.15% R2 = 93.95% R2 = 92.03% R2 = 95.81% R2 = 97.67% R2 = 97.15%
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Alpha - Rolling Periods

Modern Portfolio Theory seeks to quantify the 
relationship between risk and return and operates under 
the assumption that an investor must be compensated for 
assuming risk.  Alpha is a measure of a portfolio's return 
in excess of the market return, both adjusted for risk.  A 
positive alpha indicates that the portfolio outperformed the 
market on a risk-adjusted basis, and a negative alpha 
indicates the portfolio did worse than the market. Beta is 
a measure of the sensitivity of a portfolio's rate of return 
against that of the market.  A beta greater than 1.00 
indicates volatility greater than the market. R2 is a 
measure that indicates the extent to which fluctuations in 
portfolio returns are correlated with those of the general 
market.  An R-squared of 0.80 implies that 80% of the 
fluctuation of a portfolio's return is explained by the 
fluctuation in the market.

Graph Notes: The Index is represented on the horizontal 
(X) axis, and the Fund is represented on the vertical (Y) 
axis. Both the Index and Fund are adjusted by 90-day 
Treasury Bills.

Alpha = -0.45%

Beta = 0.97

R2 = 91.86%

MONTHLY   Observations Since 10/1995
(w/Simple Linear Regression Line)

INVESTMENT PRODUCTS: NOT FDIC INSURED · NO BANK GUA RANTEE · MAY LOSE VALUE Page 10 of 62



MANAGER RISK ANALYSIS
CITY OF PORT ORANGE MUNICIPAL   #745-106958 AS OF  12/31/2015

               Mgr. Index

             Russell 1000 Vl

08/98 10/08
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12/2013
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12/2008-
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12/2013

12/2009-
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0.92 1.00 1.15 1.11 1.05 0.87 0.83 0.88 1.01
Down Capture Ratios Up Capture Ratios
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  End Date

02/09 11/08

11/08 11/08

02/09 02/09

Sharpe Ratios 3-Year Rolling Periods

Down Capture Returns (%) 3-Year Rolling 
Periods

Sharpe Ratio divides excess return
by standard deviation to arrive at a 
unified measure of risk adjusted
return. In most cases where risk is
a consideration, it is desirable to
have a value higher than the index

Down Capture is the measure of
the fund`s total return whenever the 
index returns are negative.

Up Capture is the measure of the
fund`s total return whenever the

-23.3

-16.3

-22.9

-43.7

-28.9

-17.3

-28.9

-47.4

Max Drawdown

Month

Any 3 Mos

Any 12 Mos

Loss in Varying Time Periods (%)

Up Capture Returns (%) 3-Year Rolling Periods

BlackRock - Eq Div SMA

Loss in Varying Time Periods
measures the greatest loss
experienced in each of five different
historical time periods. Maximum
Drawdown in the longest sustained
loss since the inception of the
account (The fund and index may
have different begin and end dates.) 
No representation is made that these 
amounts represent maximum future 
loss.
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ACCOUNT - EXECUTIVE SUMMARY
CITY OF PORT ORANGE MUNICIPAL #745-106957 Single Strategy UMA As Of 12/31/2015

Asset Allocation ($000)
US Eq Intl Eq Alt Inv Cash
1,338 143 17 23
Total
1,520

Fiscal Qtr Fiscal YTD Trailing Trailing Mng Chn Since
Investment Returns (%) 09/30/15  09/30/15  12 Months  3 Years 11/30/12  10/31/95
Jennison Large Growth 01/16 8.75 8.75 12.14 20.29 19.57 8 .97
Russell 1000 Gr 7.32 7.32 5.68 16.84 16.34 7.80

 
Asset Growth ($000)
Beginning Market Value 1673 1528 1786 2055 1827 614
Net Contributions & Withdrawals -5 7 -326 -1382 -1673 -2178
Gain/Loss + Income -148 -15 60 847 1366 3084
Ending Market Value 1520 1520 1520 1520 1520 1520

Top Holdings Economic Sector Allocation

Security Sector % Port % Port
Amazon Com Inc Consumer Discretiona 6.0 Information Technolo 32.3
Facebook Inc Cl-a Information Technolo 5.4 Consumer Discretiona 29.0
Apple Inc Information Technolo 4.5 Health Care 16.0
Visa Inc Cl A Information Technolo 3.9 Other 13.5
Mastercard Inc Cl A Information Technolo 3.4 Consumer Staples 3.9
Alphabet Inc Cl A Other 3.3 Industrials 1.7
Alphabet Inc Cl C Other 3.3 Financials 1.6
Nike Inc B Consumer Discretiona 3.2 Energy 1.3
Starbucks Corp Washington Consumer Discretiona 2.4 Materials 0.7
Salesforce.com,inc. Information Technolo 2.4

Report Created: 2/9/2016

Please refer to the attached Disclosures for important informatio n.
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Zephyr StyleADVISOR
Zephyr StyleADVISOR: Graystone Consulting

Manager Performance
December 2012 - December 2015 (Single Computation)
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Port Orange Police - Jennison

Market Benchmark:
Russell 1000 Growth
Cash Equivalent:
Citigroup 3-month T-bill

Return & Risk Analysis
December 2012 - December 2015:  Summary Statistics

Port Orange Police - Jennison

Russell 1000 Growth

Return
Excess Return

vs. 
Market

Standard
Deviation

Beta
vs.

Market

Maximum
Drawdown

Up
Capture

vs.
Market

Down
Capture

vs.
Market

Alpha
vs.

Market

Sharpe
Ratio

R-Squared
vs.

Market

19.58% 3.25% 12.31% 1.07 -9.66% 111.23% 93.84% 1.89% 1.59 86.86%

16.33% 0.00% 10.73% 1.00 -8.40% 100.00% 100.00% 0.00% 1.52 100.00%
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MANAGER PERFORMANCE ANALYSIS
CITY OF PORT ORANGE MUNICIPAL #745-106957   Jennison Associates - LC Growth As Of 12/31/2015

Report Created: 2/9/2016
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Growth of $100 Graph

This graph depicts how $100, 
invested at the beginning of the 
time period, would have grown 
based on both the portfolio's 
performance and the index's.
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Market Value Inception Value +/- Contributions/Withdrawals

Value Added Graph

This exhibit is useful in determining 
how the portfolio has been affected by 
the investment process.

One of the graph lines denotes the 
period-end market values of the 
portfolio over time. This is simply a 
visual representation of the ebb and 
flow of the portfolio's market value 
period-to-period. The other line 
represents the original dollars 
invested adjusted for contributions or 
withdrawals.

INVESTMENT PRODUCTS: NOT FDIC INSURED · NO BANK GUA RANTEE · MAY LOSE VALUE Page 14 of 62



MODERN PORTFOLIO THEORY
CITY OF PORT ORANGE MUNICIPAL #745-106957   Jennison Associates - LC Growth AS OF 12/31/2015

12/2012-12/2015 12/2011-12/2014 12/2010-12/2013 12/2009-12/2012 12/2008-12/2011 12/2012-12/2015 12/2011-12/2014 12/2010-12/2013 12/2009-12/2012 12/2008-12/2011

R2 = 86.80% R2 = 82.53% R2 = 88.21% R2 = 90.54% R2 = 89.61% R2 = 86.80% R2 = 82.53% R2 = 88.21% R2 = 90.54% R2 = 89.61%
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Alpha - Rolling Periods

Modern Portfolio Theory seeks to quantify the 
relationship between risk and return and operates under 
the assumption that an investor must be compensated for 
assuming risk.  Alpha is a measure of a portfolio's return 
in excess of the market return, both adjusted for risk.  A 
positive alpha indicates that the portfolio outperformed the 
market on a risk-adjusted basis, and a negative alpha 
indicates the portfolio did worse than the market. Beta is 
a measure of the sensitivity of a portfolio's rate of return 
against that of the market.  A beta greater than 1.00 
indicates volatility greater than the market. R2 is a 
measure that indicates the extent to which fluctuations in 
portfolio returns are correlated with those of the general 
market.  An R-squared of 0.80 implies that 80% of the 
fluctuation of a portfolio's return is explained by the 
fluctuation in the market.

Graph Notes: The Index is represented on the horizontal 
(X) axis, and the Fund is represented on the vertical (Y) 
axis. Both the Index and Fund are adjusted by 90-day 
Treasury Bills.

Alpha = 1.30%

Beta = 1.00

R2 = 87.64%

MONTHLY   Observations Since 10/1995
(w/Simple Linear Regression Line)
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MANAGER RISK ANALYSIS
CITY OF PORT ORANGE MUNICIPAL   #745-106957 AS OF  12/31/2015

               Mgr. Index

             Russell 1000 Gr
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0.93 1.20 0.99 1.03 0.86 1.13 1.30 1.23 1.36
Down Capture Ratios Up Capture Ratios
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Sharpe Ratios 3-Year Rolling Periods

Down Capture Returns (%) 3-Year Rolling 
Periods

Sharpe Ratio divides excess return
by standard deviation to arrive at a 
unified measure of risk adjusted
return. In most cases where risk is
a consideration, it is desirable to
have a value higher than the index

Down Capture is the measure of
the fund`s total return whenever the 
index returns are negative.

Up Capture is the measure of the
fund`s total return whenever the

-40.0
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-48.7
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-32.9

-45.6

Max Drawdown

Month

Any 3 Mos

Any 12 Mos

Loss in Varying Time Periods (%)

Up Capture Returns (%) 3-Year Rolling Periods

Jennison Associates - LC Growth

Loss in Varying Time Periods
measures the greatest loss
experienced in each of five different
historical time periods. Maximum
Drawdown in the longest sustained
loss since the inception of the
account (The fund and index may
have different begin and end dates.) 
No representation is made that these 
amounts represent maximum future 
loss.
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ACCOUNT - EXECUTIVE SUMMARY
CITY OF PORT ORANGE MUNICIPAL #745-125734 Single Strategy UMA As Of 12/31/2015

Asset Allocation ($000)
US Eq Intl Eq Cash Total
1,253 211 22 1,487

Fiscal Qtr Fiscal YTD Trailing Trailing Mng Chn Since
Investment Returns (%) 09/30/15  09/30/15  12 Months  3 Years 11/30/12  02/28/10
Wedgewood Ptners LC Focused Gr 01/162.56 2.56 -5.30 10.94 10.79 9.66
Russell 1000 Gr 7.32 7.32 5.68 16.84 16.34 14.70

Asset Growth ($000)
Beginning Market Value 1565 1493 1610 2017 1734 1318
Net Contributions & Withdrawals -4 30 -47 -1009 -909 -766
Gain/Loss + Income -74 -36 -76 479 662 935
Ending Market Value 1487 1487 1487 1487 1487 1487

Top Holdings Economic Sector Allocation

Security Sector % Port % Port
Berkshire Hathaway Cl-b New Financials 8.7 Information Technolo 25.5
Apple Inc Information Technolo 7.7 Other 21.2
Cognizant Tech Solutions Cl A Information Technolo 6.7 Financials 16.8
Express Scripts Hldg Co Com Health Care 6.5 Consumer Discretiona 9.4
Qualcomm Inc Information Technolo 6.2 Energy 8.9
Schlumberger Ltd Energy 5.7 Industrials 8.2
M&t Bank Corp Financials 5.6 Health Care 6.5
Priceline Grp Inc Com New Consumer Discretiona 5.3 Consumer Staples 3.5
Perrigo Co Ltd Other 5.3
Alphabet Inc Cl A Other 5.0

Report Created: 2/9/2016

Please refer to the attached Disclosures for important informatio n.
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Wedgewood Ptners LC Focused Gr 01/16 Russell 1000 Gr

US Eq
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14.2%
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Zephyr StyleADVISOR
Zephyr StyleADVISOR: Graystone Consulting

Manager Performance
December 2012 - December 2015 (Single Computation)
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Return & Risk Analysis
December 2012 - December 2015:  Summary Statistics

Port Orange Police - Wedgewood

Russell 1000 Growth

Return
Excess Return

vs. 
Market

Standard
Deviation

Beta
vs.

Market

Maximum
Drawdown

Up
Capture

vs.
Market

Down
Capture

vs.
Market

Alpha
vs.

Market

Sharpe
Ratio

R-Squared
vs.

Market

10.79% -5.54% 10.82% 0.91 -9.56% 77.13% 102.12% -3.40% 0.99 80.97%

16.33% 0.00% 10.73% 1.00 -8.40% 100.00% 100.00% 0.00% 1.52 100.00%

INVESTMENT PRODUCTS: NOT FDIC INSURED · NO BANK GUA RANTEE · MAY LOSE VALUE Page 18 of 62



MANAGER PERFORMANCE ANALYSIS
CITY OF PORT ORANGE MUNICIPAL #745-125734   Wedgewood Partners - Focus Growth As Of 12/31/2015

Report Created: 2/9/2016
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Growth of $100 Graph

This graph depicts how $100, 
invested at the beginning of the 
time period, would have grown 
based on both the portfolio's 
performance and the index's.
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Value Added Graph

This exhibit is useful in determining 
how the portfolio has been affected by 
the investment process.

One of the graph lines denotes the 
period-end market values of the 
portfolio over time. This is simply a 
visual representation of the ebb and 
flow of the portfolio's market value 
period-to-period. The other line 
represents the original dollars 
invested adjusted for contributions or 
withdrawals.
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MODERN PORTFOLIO THEORY
CITY OF PORT ORANGE MUNICIPAL #745-125734   Wedgewood Partners - Focus Growth AS OF 12/31/2015

12/2012-12/2015 12/2011-12/2014 12/2010-12/2013 12/2012-12/2015 12/2011-12/2014 12/2010-12/2013

R2 = 81.12% R2 = 84.09% R2 = 90.57% R2 = 81.12% R2 = 84.09% R2 = 90.57%
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Alpha - Rolling Periods

Modern Portfolio Theory seeks to quantify the relationship 
between risk and return and operates under the assumption 
that an investor must be compensated for assuming risk.  
Alpha is a measure of a portfolio's return in excess of the 
market return, both adjusted for risk.  A positive alpha 
indicates that the portfolio outperformed the market on a risk-
adjusted basis, and a negative alpha indicates the portfolio did 
worse than the market. Beta is a measure of the sensitivity of 
a portfolio's rate of return against that of the market.  A beta 
greater than 1.00 indicates volatility greater than the market.
R2 is a measure that indicates the extent to which fluctuations 
in portfolio returns are correlated with those of the general 
market.  An R-squared of 0.80 implies that 80% of the 
fluctuation of a portfolio's return is explained by the fluctuation 
in the market.

Graph Notes: The Index is represented on the horizontal (X) 
axis, and the Fund is represented on the vertical (Y) axis. Both 
the Index and Fund are adjusted by 90-day Treasury Bills.

Alpha = -3.87%

Beta = 0.96

R2 = 91.94%

MONTHLY   Observations Since 02/2010
(w/Simple Linear Regression Line)
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MANAGER RISK ANALYSIS
CITY OF PORT ORANGE MUNICIPAL   #745-125734 AS OF  12/31/2015

               Mgr. Index

             Russell 1000 Gr
09/11 09/11

05/10 05/10

09/11 09/11

09/11 09/11

12/15 N/A

12/2012-12/2015 12/2011-12/2014 12/2010-12/2013
12/15 05/12

12/2012-12/2015 12/2011-12/2014 12/2010-12/2013 12/2012-12/2015 12/2011-12/2014 12/2010-12/2013

1.04 0.90 1.12 0.74 0.84 0.89
Down Capture Ratios Up Capture Ratios
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  End Date
Sharpe Ratios 3-Year Rolling Periods

Down Capture Returns (%) 3-Year Rolling Periods

Sharpe Ratio divides excess return
by standard deviation to arrive at a 
unified measure of risk adjusted
return. In most cases where risk is
a consideration, it is desirable to
have a value higher than the index

Down Capture is the measure of
the fund`s total return whenever the 
index returns are negative.

Up Capture is the measure of the
fund`s total return whenever the

-17.6

-8.1

-13.7

-13.7

-5.3

-5.3

-15.3

-7.6

-13.1

-13.1

1.5

Max Drawdown

Month

Calendar Qtr

Any 3 Mos

Calendar Year

Any 12 Mos

Loss in Varying Time Periods (%)

Up Capture Returns (%) 3-Year Rolling 
Periods

Wedgewood Partners - Focus 

Loss in Varying Time Periods
measures the greatest loss
experienced in each of five different
historical time periods. Maximum
Drawdown in the longest sustained
loss since the inception of the
account (The fund and index may
have different begin and end dates.) 
No representation is made that these 
amounts represent maximum future 
loss.
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ACCOUNT - EXECUTIVE SUMMARY
CITY OF PORT ORANGE MUN POL #745-040114   Connors Invest - Covered Call Strategy AS OF 12/31/2015

Asset Allocation ($000)
Portfolio Performance (%) Us Eq Intl Eq Alt Inv Cash Total

2,615 198 51 140 3,004

Portfolio Characteristics
 Fiscal Qtr  Fiscal YTD  Trailing  Trailing  Trailing  Since  Inception Yield 2.24% Account Sharpe Ratio 0.98

Investment Returns (%)  09/30/15  09/30/15  12 Months  3 Years  5 Years  09/30/13  09/05/13 Beta 0.87 Index Sharpe Ratio 1.03
Connors Invest - Covered Call Strategy 5.13 5.13 1.40 N/A N/A 9.65 9.58 Alpha -0.23% # Equity Positions 44
S&P 500 7.05 7.05 1.41                             11.37 N/A R2 96%

Risk / Return Analysis Since 09/30/2013
Asset Growth ($000)
Beginning Market Value 2,863 2,863 2,996 N/A N/A 2,462 2,450
Net Contributions & Withdrawals -6 -6 -34 N/A N/A -25 -26
Gain/Loss + Income 147 147 42 N/A N/A 567 580
Ending Market Value 3,004 3,004 3,004 N/A N/A 3,004 3,004

Top Equity Holdings Economic Sector Allocation

Security Sector % Port % Port
Bank Deposit Program Other 4.6 Information Technolo 17.6
Apple Inc Information Technolo 4.1 Health Care 16.8
Adobe Systems Information Technolo 3.3 Financials 15.2
Starbucks Corp Washington Consumer Discretiona 3.2 Consumer Discretiona 11.8
Tyler Technologies Inc Information Technolo 3.2 Industrials 11.5
Wells Fargo & Co New Financials 3.1 Consumer Staples 9.7
Pnc Finl Svcs Gp Financials 2.9 Energy 7.5 Annualized % Return Std. Dev.

Du Pont Ei De Nemours & Co Materials 2.7 Materials 4.3 Connors Invest - Covered Call Strategy 9.65 9.77
Cisco Sys Inc Information Technolo 2.7 Other 3.9 S&P 500 11.37 10.98
Walt Disney Co Hldg Co Consumer Discretiona 2.7 Telecommunication Se 1.6

Report Created: 6/18/1999Report Created: 2/9/2016
Please refer to the attached Disclosures for important informatio n.
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MANAGER PERFORMANCE ANALYSIS
CITY OF PORT ORANGE MUN POL #745-040114   Connors Invest - Covered Call Strategy As Of 12/31/2015

Report Created: 2/9/2016
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Growth of $100 Graph

This graph depicts how $100, 
invested at the beginning of the 
time period, would have grown 
based on both the portfolio's 
performance and the index's.
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Value Added Graph

This exhibit is useful in determining 
how the portfolio has been affected by 
the investment process.

One of the graph lines denotes the 
period-end market values of the 
portfolio over time. This is simply a 
visual representation of the ebb and 
flow of the portfolio's market value 
period-to-period. The other line 
represents the original dollars 
invested adjusted for contributions or 
withdrawals.
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MODERN PORTFOLIO THEORY
CITY OF PORT ORANGE MUN POL #745-040114   Connors Invest - Covered Call Strategy AS OF 12/31/2015

12/2014-12/2015 09/2014-09/2015 06/2014-06/2015 03/2014-03/2015 12/2013-12/2014 12/2014-12/2015 09/2014-09/2015 06/2014-06/2015 03/2014-03/2015 12/2013-12/2014

R2 = 97.26% R2 = 96.88% R2 = 94.97% R2 = 95.65% R2 = 93.66% R2 = 97.26% R2 = 96.88% R2 = 94.97% R2 = 95.65% R2 = 93.66%
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Alpha - Rolling Periods

Modern Portfolio Theory seeks to quantify the 
relationship between risk and return and operates under 
the assumption that an investor must be compensated for 
assuming risk.  Alpha is a measure of a portfolio's return 
in excess of the market return, both adjusted for risk.  A 
positive alpha indicates that the portfolio outperformed the 
market on a risk-adjusted basis, and a negative alpha 
indicates the portfolio did worse than the market. Beta is 
a measure of the sensitivity of a portfolio's rate of return 
against that of the market.  A beta greater than 1.00 
indicates volatility greater than the market. R2 is a 
measure that indicates the extent to which fluctuations in 
portfolio returns are correlated with those of the general 
market.  An R-squared of 0.80 implies that 80% of the 
fluctuation of a portfolio's return is explained by the 
fluctuation in the market.

Graph Notes: The Index is represented on the horizontal 
(X) axis, and the Fund is represented on the vertical (Y) 
axis. Both the Index and Fund are adjusted by 90-day 
Treasury Bills.

Alpha = -0.22%

Beta = 0.87

R2 = 95.89%

MONTHLY   Observations Since 09/2013
(w/Simple Linear Regression Line)
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MANAGER RISK ANALYSIS
CITY OF PORT ORANGE MUN POL   #745-040114 AS OF  12/31/2015

               Mgr. Index

             S&P 500
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Down Capture Ratios Up Capture Ratios
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  End Date

08/15 08/15

12/2013-
12/2014

0.91

Sharpe Ratios 1-Year Rolling Periods

Down Capture Returns (%) 1-Year Rolling 
Periods

Sharpe Ratio divides excess return
by standard deviation to arrive at a 
unified measure of risk adjusted
return. In most cases where risk is
a consideration, it is desirable to
have a value higher than the index

Down Capture is the measure of
the fund`s total return whenever the 
index returns are negative.

Up Capture is the measure of the
fund`s total return whenever the

-7.1
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Max Drawdown

Month
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Any 12 Mos

Loss in Varying Time Periods (%)

Up Capture Returns (%) 1-Year Rolling Periods

Connors Invest - Covered Call

Loss in Varying Time Periods
measures the greatest loss
experienced in each of five different
historical time periods. Maximum
Drawdown in the longest sustained
loss since the inception of the
account (The fund and index may
have different begin and end dates.) 
No representation is made that these 
amounts represent maximum future 
loss.
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ACCOUNT - EXECUTIVE SUMMARY
CITY OF PORT ORANGE MUN. #745-125129 Single Strategy UMA As Of 12/31/2015

Asset Allocation ($000)
US Eq Intl Eq Alt Inv Cash
1,375 50 98 38
Total
1,562

Fiscal Qtr Fiscal YTD Trailing Trailing Mng Chn Since
Investment Returns (%) 09/30/15  09/30/15  12 Months  3 Years 04/30/06  07/31/05
GW Capital Small Cap Equity 01/16 2.17 2.17 -9.81 5.73 6 .83 7.66
Russell 2000 Vl 2.88 2.88 -7.47 9.06 4.36 5.16

Asset Growth ($000)
Beginning Market Value 1740 1590 1769 1549 1205 565
Net Contributions & Withdrawals -35 81 57 -19 15 146
Gain/Loss + Income -143 -109 -264 32 342 851
Ending Market Value 1562 1562 1562 1562 1562 1562

Top Holdings Economic Sector Allocation

Security Sector % Port % Port
Casey's General Stores Inc Consumer Staples 5.6 Industrials 21.0
Core Mark Holding Co Inc Consumer Discretiona 4.8 Financials 19.6
Prestige Brands Holdings Inc Consumer Staples 4.3 Consumer Staples 15.1
Sensient Tech Corp Materials 4.1 Materials 14.3
Northwest Bancshares Inc Financials 4.0 Consumer Discretiona 8.0
Chemtura Corp Com New Materials 3.7 Other 5.6
Albany Intl A New Industrials 3.7 Information Technolo 5.1
Atlantic Tele-network Inc New Telecommunication Se 3.6 Health Care 4.8
Unifirst Cp Industrials 3.5 Telecommunication Se 4.7
Iberia Bk Corp Financials 3.5 Utilities 1.1

Energy 0.5

Report Created: 2/9/2016

Please refer to the attached Disclosures for important informatio n.
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Zephyr StyleADVISOR
Zephyr StyleADVISOR: Graystone Consulting

Manager Performance
May 2006 - December 2015 (Single Computation)
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Return & Risk Analysis
May 2006 - December 2015:  Summary Statistics

Port Orange Police - GW Capital

Russell 2000 Value

Return
Excess Return

vs. 
Market

Standard
Deviation

Beta
vs.

Market

Maximum
Drawdown

Up
Capture

vs.
Market

Down
Capture

vs.
Market

Alpha
vs.

Market

Sharpe
Ratio

R-Squared
vs.

Market

6.83% 2.46% 21.25% 1.01 -53.18% 106.05% 97.19% 2.60% 0.27 90.23%

4.37% 0.00% 19.92% 1.00 -55.46% 100.00% 100.00% 0.00% 0.17 100.00%
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MANAGER PERFORMANCE ANALYSIS
CITY OF PORT ORANGE MUN. #745-125129   GW Capital - Small Cap Value Equity As Of 12/31/2015
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Growth of $100 Graph

This graph depicts how $100, 
invested at the beginning of the 
time period, would have grown 
based on both the portfolio's 
performance and the index's.
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Market Value Inception Value +/- Contributions/Withdrawals

Value Added Graph

This exhibit is useful in determining 
how the portfolio has been affected by 
the investment process.

One of the graph lines denotes the 
period-end market values of the 
portfolio over time. This is simply a 
visual representation of the ebb and 
flow of the portfolio's market value 
period-to-period. The other line 
represents the original dollars 
invested adjusted for contributions or 
withdrawals.
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MODERN PORTFOLIO THEORY
CITY OF PORT ORANGE MUN. #745-125129   GW Capital - Small Cap Value Equity AS OF 12/31/2015

12/2012-12/2015 12/2011-12/2014 12/2010-12/2013 12/2009-12/2012 12/2008-12/2011 12/2012-12/2015 12/2011-12/2014 12/2010-12/2013 12/2009-12/2012 12/2008-12/2011

R2 = 91.63% R2 = 86.87% R2 = 92.70% R2 = 94.11% R2 = 91.38% R2 = 91.63% R2 = 86.87% R2 = 92.70% R2 = 94.11% R2 = 91.38%

 

Report Created: 2/9/2016

0.94 0.95

1.19
1.11

0.99

Beta - Rolling Periods

-30%

-25%

-20%

-15%

-10%

-5%

0%

5%

10%

15%

20%

25%

-20% -15% -10% -5% 0% 5% 10% 15%

-2.6%

-0.8% -1.2%

1.1%

7.1%

Alpha - Rolling Periods

Modern Portfolio Theory seeks to quantify the 
relationship between risk and return and operates under 
the assumption that an investor must be compensated for 
assuming risk.  Alpha is a measure of a portfolio's return 
in excess of the market return, both adjusted for risk.  A 
positive alpha indicates that the portfolio outperformed the 
market on a risk-adjusted basis, and a negative alpha 
indicates the portfolio did worse than the market. Beta is 
a measure of the sensitivity of a portfolio's rate of return 
against that of the market.  A beta greater than 1.00 
indicates volatility greater than the market. R2 is a 
measure that indicates the extent to which fluctuations in 
portfolio returns are correlated with those of the general 
market.  An R-squared of 0.80 implies that 80% of the 
fluctuation of a portfolio's return is explained by the 
fluctuation in the market.

Graph Notes: The Index is represented on the horizontal 
(X) axis, and the Fund is represented on the vertical (Y) 
axis. Both the Index and Fund are adjusted by 90-day 
Treasury Bills.

Alpha = 2.62%

Beta = 1.01

R2 = 90.26%

MONTHLY   Observations Since 07/2005
(w/Simple Linear Regression Line)
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MANAGER RISK ANALYSIS
CITY OF PORT ORANGE MUN.   #745-125129 AS OF  12/31/2015

               Mgr. Index

             Russell 2000 Vl

10/08 10/08

12/2012-
12/2015

12/2011-
12/2014

12/2010-
12/2013

12/2009-
12/2012

12/2008-
12/2011

12/2012-
12/2015

12/2011-
12/2014

12/2010-
12/2013

12/2009-
12/2012

12/2008-
12/2011

12/2012-
12/2015

12/2011-
12/2014

12/2010-
12/2013

12/2009-
12/2012

0.99 0.98 1.11 1.04 0.96 0.82 0.90 1.17 1.16
Down Capture Ratios Up Capture Ratios

Report Created: 2/9/2016

12/2008-
12/2011

1.20

  End Date

11/08 11/08

11/08 11/08

02/09 02/09

Sharpe Ratios 3-Year Rolling Periods

Down Capture Returns (%) 3-Year Rolling 
Periods

Sharpe Ratio divides excess return
by standard deviation to arrive at a 
unified measure of risk adjusted
return. In most cases where risk is
a consideration, it is desirable to
have a value higher than the index

Down Capture is the measure of
the fund`s total return whenever the 
index returns are negative.

Up Capture is the measure of the
fund`s total return whenever the

-41.4

-26.1

-41.4

-46.3

-32.6

-20.0

-32.6

-43.0

Max Drawdown

Month

Any 3 Mos

Any 12 Mos

Loss in Varying Time Periods (%)

Up Capture Returns (%) 3-Year Rolling Periods

GW Capital - Small Cap Value 

Loss in Varying Time Periods
measures the greatest loss
experienced in each of five different
historical time periods. Maximum
Drawdown in the longest sustained
loss since the inception of the
account (The fund and index may
have different begin and end dates.) 
No representation is made that these 
amounts represent maximum future 
loss.
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ACCOUNT - EXECUTIVE SUMMARY
CITY OF PORT ORANGE MUNICIPAL #745-107017 Single Strategy UMA As Of 12/31/2015

Asset Allocation ($000)
US Eq Cash Total
1,559 75 1,634

Fiscal Qtr Fiscal YTD Trailing Trailing Mng Chn Since
Investment Returns (%) 09/30/15  09/30/15  12 Months  3 Years 04/30/06  01/31/96
RBC Global Asset Mgmt Sm Gr 01/16 4.81 4.81 1.58 13.48 9.20 7.49
Russell 2000 Gr 4.32 4.32 -1.39 14.27 7.27 6.38

Asset Growth ($000)
Beginning Market Value 1766 1673 1819 1429 1185 474
Net Contributions & Withdrawals -5 6 -164 -238 -358 -358
Gain/Loss + Income -127 -45 -21 443 807 1518
Ending Market Value 1634 1634 1634 1634 1634 1634

Top Holdings Economic Sector Allocation

Security Sector % Port % Port
Other Other 4.6 Information Technolo 23.8
Cantel Medical Corp Health Care 3.1 Health Care 23.2
Heartland Payment Sys Inc Information Technolo 2.9 Industrials 20.0
Abiomed Inc Health Care 2.5 Consumer Discretiona 11.5
Parexel Intl Corp Health Care 2.5 Financials 6.7
Rli Corp Financials 2.3 Other 5.7
Balchem Cp Materials 2.2 Consumer Staples 5.2
Ultimate Software Gp Inc Information Technolo 2.2 Materials 2.2
Manhattan Assoc Inc Information Technolo 2.1 Energy 1.6
Eagle Bancorp Inc Md Financials 2.0

Report Created: 2/9/2016

Please refer to the attached Disclosures for important informatio n.
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Fiscal YTD
09/30/15

Trailing  12
Months

Trailing  3
Years

Mng Chn
04/30/06

Since
01/31/96

Portfolio Performance (%)

RBC Global Asset Mgmt Sm Gr 01/16 Russell 2000 Gr

US Eq
95.4%

Cash
4.6%

Since:
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Zephyr StyleADVISOR
Zephyr StyleADVISOR: Graystone Consulting

Manager Performance
December 2006 - December 2015 (Single Computation)
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Return & Risk Analysis
December 2006 - December 2015:  Summary Statistics

Port Orange Police - RBC

Russell 2000 Growth

Return
Excess Return

vs. 
Market

Standard
Deviation

Beta
vs.

Market

Maximum
Drawdown

Up
Capture

vs.
Market

Down
Capture

vs.
Market

Alpha
vs.

Market

Sharpe
Ratio

R-Squared
vs.

Market

9.20% 1.93% 17.66% 0.83 -47.56% 85.00% 82.68% 2.81% 0.47 94.25%

7.27% 0.00% 20.68% 1.00 -52.31% 100.00% 100.00% 0.00% 0.31 100.00%
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MANAGER PERFORMANCE ANALYSIS
CITY OF PORT ORANGE MUNICIPAL #745-107017   RBC Global Asset Mgmt - Small Growth Equity As Of 12/31/2015

Report Created: 2/9/2016
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Growth of $100 Graph

This graph depicts how $100, 
invested at the beginning of the 
time period, would have grown 
based on both the portfolio's 
performance and the index's.
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Value Added Graph

This exhibit is useful in determining 
how the portfolio has been affected by 
the investment process.

One of the graph lines denotes the 
period-end market values of the 
portfolio over time. This is simply a 
visual representation of the ebb and 
flow of the portfolio's market value 
period-to-period. The other line 
represents the original dollars 
invested adjusted for contributions or 
withdrawals.
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MODERN PORTFOLIO THEORY
CITY OF PORT ORANGE MUNICIPAL #745-107017   RBC Global Asset Mgmt - Small Growth Equity AS OF 12/31/2015

12/2012-12/2015 12/2011-12/2014 12/2010-12/2013 12/2009-12/2012 12/2008-12/2011 12/2012-12/2015 12/2011-12/2014 12/2010-12/2013 12/2009-12/2012 12/2008-12/2011

R2 = 88.34% R2 = 86.48% R2 = 92.95% R2 = 96.61% R2 = 95.71% R2 = 88.34% R2 = 86.48% R2 = 92.95% R2 = 96.61% R2 = 95.71%
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Alpha - Rolling Periods

Modern Portfolio Theory seeks to quantify the 
relationship between risk and return and operates under 
the assumption that an investor must be compensated for 
assuming risk.  Alpha is a measure of a portfolio's return 
in excess of the market return, both adjusted for risk.  A 
positive alpha indicates that the portfolio outperformed the 
market on a risk-adjusted basis, and a negative alpha 
indicates the portfolio did worse than the market. Beta is 
a measure of the sensitivity of a portfolio's rate of return 
against that of the market.  A beta greater than 1.00 
indicates volatility greater than the market. R2 is a 
measure that indicates the extent to which fluctuations in 
portfolio returns are correlated with those of the general 
market.  An R-squared of 0.80 implies that 80% of the 
fluctuation of a portfolio's return is explained by the 
fluctuation in the market.

Graph Notes: The Index is represented on the horizontal 
(X) axis, and the Fund is represented on the vertical (Y) 
axis. Both the Index and Fund are adjusted by 90-day 
Treasury Bills.

Alpha = 1.92%

Beta = 0.70

R2 = 82.39%

MONTHLY   Observations Since 01/1996
(w/Simple Linear Regression Line)
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MANAGER RISK ANALYSIS
CITY OF PORT ORANGE MUNICIPAL   #745-107017 AS OF  12/31/2015

               Mgr. Index

             Russell 2000 Gr

08/98 08/98

12/2012-
12/2015

12/2011-
12/2014

12/2010-
12/2013

12/2009-
12/2012

12/2008-
12/2011

12/2012-
12/2015

12/2011-
12/2014

12/2010-
12/2013

12/2009-
12/2012

12/2008-
12/2011

12/2012-
12/2015

12/2011-
12/2014

12/2010-
12/2013

12/2009-
12/2012

0.85 0.81 0.70 0.75 0.79 0.82 0.87 0.94 0.84
Down Capture Ratios Up Capture Ratios
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12/2008-
12/2011

0.77

  End Date

11/08 11/08

11/08 11/08

02/09 09/01

Sharpe Ratios 3-Year Rolling Periods

Down Capture Returns (%) 3-Year Rolling 
Periods

Sharpe Ratio divides excess return
by standard deviation to arrive at a 
unified measure of risk adjusted
return. In most cases where risk is
a consideration, it is desirable to
have a value higher than the index

Down Capture is the measure of
the fund`s total return whenever the 
index returns are negative.

Up Capture is the measure of the
fund`s total return whenever the

-33.5

-20.5

-33.5

-37.1

-39.0

-23.1

-39.0

-42.6

Max Drawdown

Month

Any 3 Mos

Any 12 Mos

Loss in Varying Time Periods (%)

Up Capture Returns (%) 3-Year Rolling Periods

RBC Global Asset Mgmt - Small 

Loss in Varying Time Periods
measures the greatest loss
experienced in each of five different
historical time periods. Maximum
Drawdown in the longest sustained
loss since the inception of the
account (The fund and index may
have different begin and end dates.) 
No representation is made that these 
amounts represent maximum future 
loss.
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ACCOUNT - EXECUTIVE SUMMARY
CITY OF PORT ORANGE MUNICIPAL #745-108866 Single Strategy UMA As Of 12/31/2015

Asset Allocation ($000)
Intl Eq Cash Total
1,222 80 1,303

Fiscal Qtr Fiscal YTD Trailing Trailing Trailing Since
Investment Returns (%) 09/30/15  09/30/15  12 Months  3 Years  5 Years  09/30/00
Lazard Intl Equity Select ADR 01/16 3.84 3.84 5.57 7.03 7.45 5.00
Msci Eafe Net 4.71 4.71 -0.81 5.02 3.61 3.29

Asset Growth ($000)
Beginning Market Value 1386 1333 1450 1205 859 570
Net Contributions & Withdrawals -4 -2 -144 -59 73 180
Gain/Loss + Income -79 -28 -3 157 371 553
Ending Market Value 1303 1303 1303 1303 1303 1303

Top Holdings Economic Sector Allocation

Security Sector % Port % Port
Other Other 6.2 Other 23.8
Anheuser Busch Inbev Sa Spon Consumer Staples 4.8 Financials 17.8
Novartis Ag Adr Health Care 4.1 Consumer Staples 15.1
Daiwa House Ind Ltd Adr Financials 3.3 Health Care 14.4
British Amer Tob Spon Adr Consumer Staples 3.2 Industrials 7.8
Prudential Plc Adr Financials 3.1 Telecommunication Se 7.5
Assa Abloy Ab Unsp Adr Industrials 2.7 Consumer Discretiona 7.4
Japan Tob Inc Other 2.7 Energy 1.7
Bayer Ag Spon Adr Health Care 2.5 Information Technolo 1.7
Lloyds Banking Group Plc Financials 2.3 Utilities 1.6

Materials 1.2

Report Created: 2/9/2016

Please refer to the attached Disclosures for important informatio n.
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Portfolio Performance (%)

Lazard Intl Equity Select ADR 01/16 Msci Eafe Net

Intl Eq
93.9%

Cash
6.1%

Since:
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MANAGER PERFORMANCE ANALYSIS
CITY OF PORT ORANGE MUNICIPAL #745-108866   Lazard - International As Of 12/31/2015
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Growth of $100 Graph

This graph depicts how $100, 
invested at the beginning of the 
time period, would have grown 
based on both the portfolio's 
performance and the index's.
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Value Added Graph

This exhibit is useful in determining 
how the portfolio has been affected by 
the investment process.

One of the graph lines denotes the 
period-end market values of the 
portfolio over time. This is simply a 
visual representation of the ebb and 
flow of the portfolio's market value 
period-to-period. The other line 
represents the original dollars 
invested adjusted for contributions or 
withdrawals.
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MODERN PORTFOLIO THEORY
CITY OF PORT ORANGE MUNICIPAL #745-108866   Lazard - International AS OF 12/31/2015

12/2012-12/2015 12/2011-12/2014 12/2010-12/2013 12/2009-12/2012 12/2008-12/2011 12/2012-12/2015 12/2011-12/2014 12/2010-12/2013 12/2009-12/2012 12/2008-12/2011

R2 = 89.59% R2 = 91.92% R2 = 94.55% R2 = 96.84% R2 = 94.09% R2 = 89.59% R2 = 91.92% R2 = 94.55% R2 = 96.84% R2 = 94.09%
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Alpha - Rolling Periods

Modern Portfolio Theory seeks to quantify the 
relationship between risk and return and operates under 
the assumption that an investor must be compensated for 
assuming risk.  Alpha is a measure of a portfolio's return 
in excess of the market return, both adjusted for risk.  A 
positive alpha indicates that the portfolio outperformed the 
market on a risk-adjusted basis, and a negative alpha 
indicates the portfolio did worse than the market. Beta is 
a measure of the sensitivity of a portfolio's rate of return 
against that of the market.  A beta greater than 1.00 
indicates volatility greater than the market. R2 is a 
measure that indicates the extent to which fluctuations in 
portfolio returns are correlated with those of the general 
market.  An R-squared of 0.80 implies that 80% of the 
fluctuation of a portfolio's return is explained by the 
fluctuation in the market.

Graph Notes: The Index is represented on the horizontal 
(X) axis, and the Fund is represented on the vertical (Y) 
axis. Both the Index and Fund are adjusted by 90-day 
Treasury Bills.

Alpha = 1.79%

Beta = 0.85

R2 = 92.85%

MONTHLY   Observations Since 09/2000
(w/Simple Linear Regression Line)
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MANAGER RISK ANALYSIS
CITY OF PORT ORANGE MUNICIPAL   #745-108866 AS OF  12/31/2015

               Mgr. Index

             MSCI EAFE Net

10/08 10/08

12/2012-
12/2015

12/2011-
12/2014

12/2010-
12/2013

12/2009-
12/2012

12/2008-
12/2011

12/2012-
12/2015

12/2011-
12/2014

12/2010-
12/2013

12/2009-
12/2012

12/2008-
12/2011

12/2012-
12/2015

12/2011-
12/2014

12/2010-
12/2013

12/2009-
12/2012

0.86 0.93 0.86 0.86 0.92 0.96 1.03 1.04 0.94
Down Capture Ratios Up Capture Ratios
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12/2008-
12/2011

0.80

  End Date

11/08 11/08

11/08 11/08

02/09 02/09

Sharpe Ratios 3-Year Rolling Periods

Down Capture Returns (%) 3-Year Rolling 
Periods

Sharpe Ratio divides excess return
by standard deviation to arrive at a 
unified measure of risk adjusted
return. In most cases where risk is
a consideration, it is desirable to
have a value higher than the index

Down Capture is the measure of
the fund`s total return whenever the 
index returns are negative.

Up Capture is the measure of the
fund`s total return whenever the

-35.1

-15.0

-25.8

-39.9

-44.9

-20.2

-35.4

-50.2

Max Drawdown

Month

Any 3 Mos

Any 12 Mos

Loss in Varying Time Periods (%)

Up Capture Returns (%) 3-Year Rolling Periods

Lazard - International

Loss in Varying Time Periods
measures the greatest loss
experienced in each of five different
historical time periods. Maximum
Drawdown in the longest sustained
loss since the inception of the
account (The fund and index may
have different begin and end dates.) 
No representation is made that these 
amounts represent maximum future 
loss.
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ACCOUNT - EXECUTIVE SUMMARY
CITY OF PORT ORANGE MUNICIPAL #745-125551 Single Strategy UMA As Of 12/31/2015

Asset Allocation ($000)
US Eq Intl Eq Cash Total

22 1,271 36 1,328

Fiscal Qtr Fiscal YTD Trailing Trailing Trailing Since
Investment Returns (%) 09/30/15  09/30/15  12 Months  3 Years  5 Years  01/31/09
Renaissance International ADR 01/16 6.11 6.11 -1.31 7.45 4.63 10.85
Msci Ac Wld Xus Nt 3.24 3.24 -5.67 1.49 1.06 9.03

Asset Growth ($000)
Beginning Market Value 1424 1252 1438 1094 886 451
Net Contributions & Withdrawals -4 93 1 105 235 375
Gain/Loss + Income -92 -17 -111 129 207 502
Ending Market Value 1328 1328 1328 1328 1328 1328

Top Holdings Economic Sector Allocation

Security Sector % Port % Port
Other Other 2.7 Other 19.4
Itv Plc Unspons Adr Consumer Discretiona 2.0 Financials 16.2
Pt Bk Mandiri Persero Tbk Unsp Financials 2.0 Information Technolo 15.0
Taiwan Smcndctr Mfg Co Ltd Adr Information Technolo 2.0 Consumer Discretiona 14.3
Teva Pharmaceuticals Adr Health Care 2.0 Industrials 11.3
Wh Group Ltd Other 2.0 Telecommunication Se 9.0
Validus Holdings Ltd Com Financials 2.0 Health Care 7.3
Yy Inc Ads Information Technolo 2.0 Consumer Staples 3.9
Bridgestone Cp Adr Consumer Discretiona 2.0 Utilities 1.9
Ryanair Hldgs Plc Adr Other 2.0 Energy 1.7

Report Created: 2/9/2016

Please refer to the attached Disclosures for important informatio n.
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MANAGER PERFORMANCE ANALYSIS
CITY OF PORT ORANGE MUNICIPAL #745-125551   Renaissance - International As Of 12/31/2015

Report Created: 2/9/2016
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Growth of $100 Graph

This graph depicts how $100, 
invested at the beginning of the 
time period, would have grown 
based on both the portfolio's 
performance and the index's.
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Value Added Graph

This exhibit is useful in determining 
how the portfolio has been affected by 
the investment process.

One of the graph lines denotes the 
period-end market values of the 
portfolio over time. This is simply a 
visual representation of the ebb and 
flow of the portfolio's market value 
period-to-period. The other line 
represents the original dollars 
invested adjusted for contributions or 
withdrawals.

INVESTMENT PRODUCTS: NOT FDIC INSURED · NO BANK GUA RANTEE · MAY LOSE VALUE Page 41 of 62



MODERN PORTFOLIO THEORY
CITY OF PORT ORANGE MUNICIPAL #745-125551   Renaissance - International AS OF 12/31/2015

12/2012-12/2015 12/2011-12/2014 12/2010-12/2013 12/2009-12/2012 12/2008-12/2011 12/2012-12/2015 12/2011-12/2014 12/2010-12/2013 12/2009-12/2012 12/2008-12/2011

R2 = 83.49% R2 = 84.64% R2 = 86.87% R2 = 91.02% R2 = 89.66% R2 = 83.49% R2 = 84.64% R2 = 86.87% R2 = 91.02% R2 = 89.66%
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Alpha - Rolling Periods

Modern Portfolio Theory seeks to quantify the 
relationship between risk and return and operates under 
the assumption that an investor must be compensated for 
assuming risk.  Alpha is a measure of a portfolio's return 
in excess of the market return, both adjusted for risk.  A 
positive alpha indicates that the portfolio outperformed the 
market on a risk-adjusted basis, and a negative alpha 
indicates the portfolio did worse than the market. Beta is 
a measure of the sensitivity of a portfolio's rate of return 
against that of the market.  A beta greater than 1.00 
indicates volatility greater than the market. R2 is a 
measure that indicates the extent to which fluctuations in 
portfolio returns are correlated with those of the general 
market.  An R-squared of 0.80 implies that 80% of the 
fluctuation of a portfolio's return is explained by the 
fluctuation in the market.

Graph Notes: The Index is represented on the horizontal 
(X) axis, and the Fund is represented on the vertical (Y) 
axis. Both the Index and Fund are adjusted by 90-day 
Treasury Bills.

Alpha = 2.33%

Beta = 0.93

R2 = 89.60%

MONTHLY   Observations Since 01/2009
(w/Simple Linear Regression Line)
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MANAGER RISK ANALYSIS
CITY OF PORT ORANGE MUNICIPAL   #745-125551 AS OF  12/31/2015

               Mgr. Index

             MSCI AC Wld xUS Nt
09/11 09/11

09/11 09/11

09/11 09/11

12/2012-12/2015 12/2011-12/2014 12/2010-12/2013 12/2009-12/2012 05/12 05/12

12/2012-12/2015 12/2011-12/2014 12/2010-12/2013 12/2009-12/2012 12/2012-12/2015 12/2011-12/2014 12/2010-12/2013

0.82 0.87 0.85 0.96 1.17 1.04 1.07
Down Capture Ratios Up Capture Ratios
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  End Date

09/11 05/12

12/2009-12/2012

0.90

Sharpe Ratios 3-Year Rolling Periods

Down Capture Returns (%) 3-Year Rolling 
Periods

Sharpe Ratio divides excess return
by standard deviation to arrive at a 
unified measure of risk adjusted
return. In most cases where risk is
a consideration, it is desirable to
have a value higher than the index

Down Capture is the measure of
the fund`s total return whenever the 
index returns are negative.

Up Capture is the measure of the
fund`s total return whenever the

-22.7

-12.9

-18.9

-18.9

-16.0

-23.3

-11.4

-19.8

-19.8

-20.5

Max Drawdown

Month

Calendar Qtr

Any 3 Mos

Any 12 Mos

Loss in Varying Time Periods (%)

Up Capture Returns (%) 3-Year Rolling Periods

Renaissance - International

Loss in Varying Time Periods
measures the greatest loss
experienced in each of five different
historical time periods. Maximum
Drawdown in the longest sustained
loss since the inception of the
account (The fund and index may
have different begin and end dates.) 
No representation is made that these 
amounts represent maximum future 
loss.
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ACCOUNT - EXECUTIVE SUMMARY
CITY OF PORT ORANGE MUNICIPAL #745-106956 Single Strategy UMA As Of 12/31/2015

Asset Allocation ($000)
FixedInc Cash Total

7,628 86 7,714

Fiscal Qtr Fiscal YTD Trailing Trailing Trailing Since
Investment Returns (%) 09/30/15  09/30/15  12 Months  3 Years  5 Years  10/31/95
Madison Interm Fixed Income 01/16 -0.39 -0.39 1.07 0.87 1.79 4.75
Bc Gov/cr Intm -0.69 -0.69 1.07 1.10 2.58 5.00

Asset Growth ($000)
Beginning Market Value 7723 7919 7707 7128 6530 1776
Net Contributions & Withdrawals -80 -245 -76 282 478 2542
Gain/Loss + Income 71 40 83 304 706 3396
Ending Market Value 7714 7714 7714 7714 7714 7714

Top Holdings Economic Sector Allocation

Security Sector % Port % Port
Us Tsy Note 1500 16jl31 Other 5.9 Other 99.5
Us Tsy Note 0875 17ja31 Other 5.8
Us Tsy Note 2000 20jl31 Other 4.7
Fnma 1250 16sp28 Other 4.6
Fhlmc 0875 18mh07 Other 4.6
Us Tsy Note 4500 17my15 Other 4.1
Home Depot Inc 2000 *19jn15 Other 4.0
Us Tsy Note 1250 19ja31 Other 3.9
Us Tsy Note 1125 19de31 Other 3.9
Us Tsy Note 3125 19my15 Other 3.7

Report Created: 2/9/2016

Please refer to the attached Disclosures for important informatio n.
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Portfolio Performance (%)

Madison Interm Fixed Income 01/16 Bc Gov/cr Intm

FixedInc
98.9%

Cash
1.1%

Since:
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MANAGER PERFORMANCE ANALYSIS
CITY OF PORT ORANGE MUNICIPAL #745-106956   Madison - Intermediate Govt-Corp As Of 12/31/2015
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Growth of $100 Graph

This graph depicts how $100, 
invested at the beginning of the 
time period, would have grown 
based on both the portfolio's 
performance and the index's.
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Value Added Graph

This exhibit is useful in determining 
how the portfolio has been affected by 
the investment process.

One of the graph lines denotes the 
period-end market values of the 
portfolio over time. This is simply a 
visual representation of the ebb and 
flow of the portfolio's market value 
period-to-period. The other line 
represents the original dollars 
invested adjusted for contributions or 
withdrawals.
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MODERN PORTFOLIO THEORY
CITY OF PORT ORANGE MUNICIPAL #745-106956   Madison - Intermediate Govt-Corp AS OF 12/31/2015

12/2012-12/2015 12/2011-12/2014 12/2010-12/2013 12/2009-12/2012 12/2008-12/2011 12/2012-12/2015 12/2011-12/2014 12/2010-12/2013 12/2009-12/2012 12/2008-12/2011

R2 = 96.63% R2 = 96.62% R2 = 96.31% R2 = 95.34% R2 = 86.81% R2 = 96.63% R2 = 96.62% R2 = 96.31% R2 = 95.34% R2 = 86.81%
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Alpha - Rolling Periods

Modern Portfolio Theory seeks to quantify the 
relationship between risk and return and operates under 
the assumption that an investor must be compensated for 
assuming risk.  Alpha is a measure of a portfolio's return 
in excess of the market return, both adjusted for risk.  A 
positive alpha indicates that the portfolio outperformed the 
market on a risk-adjusted basis, and a negative alpha 
indicates the portfolio did worse than the market. Beta is 
a measure of the sensitivity of a portfolio's rate of return 
against that of the market.  A beta greater than 1.00 
indicates volatility greater than the market. R2 is a 
measure that indicates the extent to which fluctuations in 
portfolio returns are correlated with those of the general 
market.  An R-squared of 0.80 implies that 80% of the 
fluctuation of a portfolio's return is explained by the 
fluctuation in the market.

Graph Notes: The Index is represented on the horizontal 
(X) axis, and the Fund is represented on the vertical (Y) 
axis. Both the Index and Fund are adjusted by 90-day 
Treasury Bills.

Alpha = 0.25%

Beta = 0.80

R2 = 88.85%

MONTHLY   Observations Since 10/1995
(w/Simple Linear Regression Line)

INVESTMENT PRODUCTS: NOT FDIC INSURED · NO BANK GUA RANTEE · MAY LOSE VALUE Page 46 of 62



MANAGER RISK ANALYSIS
CITY OF PORT ORANGE MUNICIPAL   #745-106956 AS OF  12/31/2015

               Mgr. Index

             BC Gov/Cr Intm

09/08 07/03

12/2012-
12/2015

12/2011-
12/2014

12/2010-
12/2013

12/2009-
12/2012

12/2008-
12/2011

12/2012-
12/2015

12/2011-
12/2014

12/2010-
12/2013

12/2009-
12/2012

12/2008-
12/2011

12/2012-
12/2015

12/2011-
12/2014

12/2010-
12/2013

12/2009-
12/2012

0.67 0.75 0.71 0.65 0.64 0.70 0.67 0.67 0.68
Down Capture Ratios Up Capture Ratios
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12/2008-
12/2011

0.74

  End Date

05/96 10/08

04/96 10/08

08/13 08/13

Sharpe Ratios 3-Year Rolling Periods

Down Capture Returns (%) 3-Year Rolling 
Periods

Sharpe Ratio divides excess return
by standard deviation to arrive at a 
unified measure of risk adjusted
return. In most cases where risk is
a consideration, it is desirable to
have a value higher than the index

Down Capture is the measure of
the fund`s total return whenever the 
index returns are negative.

Up Capture is the measure of the
fund`s total return whenever the

-2.4

-2.2

-2.3

-1.1

-3.4

-2.7

-2.7

-1.1

Max Drawdown

Month

Any 3 Mos

Any 12 Mos

Loss in Varying Time Periods (%)

Up Capture Returns (%) 3-Year Rolling Periods

Madison - Intermediate Govt-Corp

Loss in Varying Time Periods
measures the greatest loss
experienced in each of five different
historical time periods. Maximum
Drawdown in the longest sustained
loss since the inception of the
account (The fund and index may
have different begin and end dates.) 
No representation is made that these 
amounts represent maximum future 
loss.
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EXECUTIVE SUMMARY
City of Port Orange Pol -  Pine Grove Instl Partners AS OF 12/31/2015

Asset Allocation ($000)
H-foff Total
1,305 1,305

Portfolio Characteristics
 Fiscal Qtr  Fiscal YTD  Trailing  Trailing  Trailing  Since  Inception Yield N/A Account Sharpe Ratio -0.79

Investment Returns (%)  09/30/15  09/30/15  12 Months  3 Years  5 Years  02/28/14  02/28/14 Beta 0.69 Index Sharpe Ratio 0.49
Pine Grove Instl Partners -1.57 -1.57 -3.98 N/A N/A -1.82 -1.82 Alpha -2.58%
HFRI FOF Conservative 0.14 0.14 0.51   1.11 N/A R2 43%

Risk / Return Analysis Since 02/28/2014
Asset Growth ($000)
Beginning Market Value 1,326 1,326 1,359 N/A N/A 1,350 1,350
Net Contributions & Withdrawals 0 0 0 N/A N/A 0 0
Gain/Loss + Income -21 -21 -54 N/A N/A -45 -45
Ending Market Value 1,305 1,305 1,305 N/A N/A 1,305 1,305

Annualized % Return Std. Dev.

Pine Grove Instl Partners -1.82 2.32
HFRI FOF Conservative 1.11 2.19
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MANAGER PERFORMANCE ANALYSIS
City of Port Orange Pol - Pine Grove Instl Partners As Of 12/31/2015

Report Created: 2/9/2016

$96

$97

$98

$99

$100

$101

$102

$103

$104

$105

02
/1

4

04
/1

4

06
/1

4

08
/1

4

10
/1

4

12
/1

4

02
/1

5

04
/1

5

06
/1

5

08
/1

5

10
/1

5

12
/1

5

Total Hfri Fof C

Growth of $100 Graph

This graph depicts how $100, 
invested at the beginning of the 
time period, would have grown 
based on both the portfolio's 
performance and the index's.
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Value Added Graph

This exhibit is useful in determining 
how the portfolio has been affected by 
the investment process.

One of the graph lines denotes the 
period-end market values of the 
portfolio over time. This is simply a 
visual representation of the ebb and 
flow of the portfolio's market value 
period-to-period. The other line 
represents the original dollars 
invested adjusted for contributions or 
withdrawals.
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MODERN PORTFOLIO THEORY
City of Port Orange Pol - Pine Grove Instl Partners AS OF 12/31/2015

12/2014-12/2015 09/2014-09/2015 06/2014-06/2015 03/2014-03/2015 12/2014-12/2015 09/2014-09/2015 06/2014-06/2015 03/2014-03/2015

R2 = 64.47% R2 = 64.71% R2 = 58.90% R2 = 47.00% R2 = 64.47% R2 = 64.71% R2 = 58.90% R2 = 47.00%
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Alpha - Rolling Periods

Modern Portfolio Theory seeks to quantify the relationship 
between risk and return and operates under the assumption that 
an investor must be compensated for assuming risk.  Alpha is a 
measure of a portfolio's return in excess of the market return, both 
adjusted for risk.  A positive alpha indicates that the portfolio 
outperformed the market on a risk-adjusted basis, and a negative 
alpha indicates the portfolio did worse than the market. Beta is a 
measure of the sensitivity of a portfolio's rate of return against that 
of the market.  A beta greater than 1.00 indicates volatility greater 
than the market. R2 is a measure that indicates the extent to 
which fluctuations in portfolio returns are correlated with those of 
the general market.  An R-squared of 0.80 implies that 80% of the 
fluctuation of a portfolio's return is explained by the fluctuation in 
the market.

Graph Notes: The Index is represented on the horizontal (X) axis, 
and the Fund is represented on the vertical (Y) axis. Both the 
Index and Fund are adjusted by 90-day Treasury Bills.

Alpha = -2.58%

Beta = 0.70

R2 = 43.15%

MONTHLY   Observations Since 02/2014
(w/Simple Linear Regression Line)
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MANAGER RISK ANALYSIS
City of Port Orange Pol - PG AS OF  12/31/2015

               Mgr. Index

             HFRI FOF Conservative
12/15 09/15

08/15 10/15

N/A 12/15

12/2014-12/2015 09/2014-09/2015 06/2014-06/2015 03/2014-03/2015 09/15 12/15

12/2014-12/2015 09/2014-09/2015 06/2014-06/2015 03/2014-03/2015 12/2014-12/2015 09/2014-09/2015 06/2014-06/2015

1.39 1.31 1.57 0.76 0.09 0.13 0.24
Down Capture Ratios Up Capture Ratios
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  End Date

06/15 09/15

03/2014-03/2015

0.30

Sharpe Ratios 1-Year Rolling Periods

Down Capture Returns (%) 1-Year Rolling 
Periods

Sharpe Ratio divides excess return
by standard deviation to arrive at a 
unified measure of risk adjusted
return. In most cases where risk is
a consideration, it is desirable to
have a value higher than the index

Down Capture is the measure of
the fund`s total return whenever the 
index returns are negative.

Up Capture is the measure of the
fund`s total return whenever the

-5.5
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-1.2

-1.8

0.5
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Max Drawdown

Month

Any 3 Mos

Calendar Year

Any 12 Mos

Loss in Varying Time Periods (%)

Up Capture Returns (%) 1-Year Rolling Periods

Pine Grove Instl Partners

Loss in Varying Time Periods
measures the greatest loss
experienced in each of five different
historical time periods. Maximum
Drawdown in the longest sustained
loss since the inception of the
account (The fund and index may
have different begin and end dates.) 
No representation is made that these 
amounts represent maximum future 
loss.

INVESTMENT PRODUCTS: NOT FDIC INSURED · NO BANK GUA RANTEE · MAY LOSE VALUE Page 51 of 62



EXECUTIVE SUMMARY
City of Port Orange Pol - PA   Priv Adv Stable Value ERISA Fund AS OF 12/31/2015

Asset Allocation ($000)
H-foff Total
1,285 1,285

Portfolio Characteristics
 Fiscal Qtr  Fiscal YTD  Trailing  Trailing  Trailing  Since  Inception Yield N/A Account Sharpe Ratio -1.16

Investment Returns (%)  09/30/15  09/30/15  12 Months  3 Years  5 Years  02/28/14  02/28/14 Beta 0.86 Index Sharpe Ratio 0.49
Priv Adv Stable Value ERISA Fund -2.01 -2.01 -4.40 N/A N/A -2.65 -2.65 Alpha -3.57%
HFRI FOF Conservative 0.14 0.14 0.51   1.11 N/A R2 66%

Risk / Return Analysis Since 02/28/2014
Asset Growth ($000)
Beginning Market Value 1,311 1,311 1,344 N/A N/A 1,350 1,350
Net Contributions & Withdrawals 0 0 0 N/A N/A 0 0
Gain/Loss + Income -26 -26 -59 N/A N/A -65 -65
Ending Market Value 1,285 1,285 1,285 N/A N/A 1,285 1,285

Annualized % Return Std. Dev.

Priv Adv Stable Value ERISA Fund -2.65 2.30
HFRI FOF Conservative 1.11 2.19
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MANAGER PERFORMANCE ANALYSIS
City of Port Orange Pol - PA Priv Adv Stable Value ERISA Fund As Of 12/31/2015
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Growth of $100 Graph

This graph depicts how $100, 
invested at the beginning of the 
time period, would have grown 
based on both the portfolio's 
performance and the index's.
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Value Added Graph

This exhibit is useful in determining 
how the portfolio has been affected by 
the investment process.

One of the graph lines denotes the 
period-end market values of the 
portfolio over time. This is simply a 
visual representation of the ebb and 
flow of the portfolio's market value 
period-to-period. The other line 
represents the original dollars 
invested adjusted for contributions or 
withdrawals.
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MODERN PORTFOLIO THEORY
City of Port Orange Pol - PA   Priv Adv Stable Value ERISA Fund AS OF 12/31/2015

12/2014-12/2015 09/2014-09/2015 06/2014-06/2015 03/2014-03/2015 12/2014-12/2015 09/2014-09/2015 06/2014-06/2015 03/2014-03/2015

R2 = 86.99% R2 = 87.35% R2 = 71.33% R2 = 59.43% R2 = 86.99% R2 = 87.35% R2 = 71.33% R2 = 59.43%
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Alpha - Rolling Periods

Modern Portfolio Theory seeks to quantify the relationship 
between risk and return and operates under the assumption that 
an investor must be compensated for assuming risk.  Alpha is a 
measure of a portfolio's return in excess of the market return, both 
adjusted for risk.  A positive alpha indicates that the portfolio 
outperformed the market on a risk-adjusted basis, and a negative 
alpha indicates the portfolio did worse than the market. Beta is a 
measure of the sensitivity of a portfolio's rate of return against that 
of the market.  A beta greater than 1.00 indicates volatility greater 
than the market. R2 is a measure that indicates the extent to 
which fluctuations in portfolio returns are correlated with those of 
the general market.  An R-squared of 0.80 implies that 80% of the 
fluctuation of a portfolio's return is explained by the fluctuation in 
the market.

Graph Notes: The Index is represented on the horizontal (X) axis, 
and the Fund is represented on the vertical (Y) axis. Both the 
Index and Fund are adjusted by 90-day Treasury Bills.

Alpha = -3.57%

Beta = 0.86

R2 = 66.58%

MONTHLY   Observations Since 02/2014
(w/Simple Linear Regression Line)
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MANAGER RISK ANALYSIS
City of Port Orange Pol - PA AS OF  12/31/2015

               Mgr. Index

             HFRI FOF Conservative
12/15 09/15

10/15 10/15

12/15 12/15

12/2014-12/2015 09/2014-09/2015 06/2014-06/2015 03/2014-03/2015 12/15 12/15

12/2014-12/2015 09/2014-09/2015 06/2014-06/2015 03/2014-03/2015 12/2014-12/2015 09/2014-09/2015 06/2014-06/2015

1.54 1.43 1.60 1.28 0.10 0.22 0.26
Down Capture Ratios Up Capture Ratios

Report Created: 2/9/2016

  End Date

10/14 09/15

03/2014-03/2015

0.30

Sharpe Ratios 1-Year Rolling Periods

Down Capture Returns (%) 1-Year Rolling 
Periods

Sharpe Ratio divides excess return
by standard deviation to arrive at a 
unified measure of risk adjusted
return. In most cases where risk is
a consideration, it is desirable to
have a value higher than the index

Down Capture is the measure of
the fund`s total return whenever the 
index returns are negative.

Up Capture is the measure of the
fund`s total return whenever the

-5.5

-1.5

-3.0

-4.4

-4.4

-2.1

-1.2

-1.8

0.5

0.5

Max Drawdown

Month

Any 3 Mos

Calendar Year

Any 12 Mos

Loss in Varying Time Periods (%)

Up Capture Returns (%) 1-Year Rolling Periods

Priv Adv Stable Value ERISA Fu

Loss in Varying Time Periods
measures the greatest loss
experienced in each of five different
historical time periods. Maximum
Drawdown in the longest sustained
loss since the inception of the
account (The fund and index may
have different begin and end dates.) 
No representation is made that these 
amounts represent maximum future 
loss.
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EXECUTIVE SUMMARY
City of Port Orange Pol - TPF   Ubs Trumbull Real Estate AS OF 12/31/2015

Asset Allocation ($000)
Real Est Total

2,101 2,101

Portfolio Characteristics
 Fiscal Qtr  Fiscal YTD  Trailing  Trailing  Trailing  Since  Inception Yield N/A Account Sharpe Ratio 2.49

Investment Returns (%)  09/30/15  09/30/15  12 Months  3 Years  5 Years  07/31/12  07/02/12 Beta 0.96 Index Sharpe Ratio 2.54
Ubs Trumbull Real Estate 3.01 3.01 12.93 11.66 N/A 11.61 11.32 Alpha 0.01%
Russell NCREIF Property I 2.91 2.91 13.34 12.05  12.07 N/A R2 96%

Risk / Return Analysis Since 07/31/2012
Asset Growth ($000)
Beginning Market Value 2,046 2,046 1,882 1,563 N/A 1,500 1,500
Net Contributions & Withdrawals -6 -6 -23 -63 N/A -68 -68
Gain/Loss + Income 61 61 242 601 N/A 669 669
Ending Market Value 2,101 2,101 2,101 2,101 N/A 2,101 2,101

Annualized % Return Std. Dev.

Ubs Trumbull Real Estate 11.61 4.63
Russell NCREIF Property I 12.07 4.73

Report Created: 2/9/2016
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Portfolio Performance(%)
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Value-Added Analysis ($000)

Market Value Inception Value +/- Contributions/Withdrawals

Since:
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MANAGER PERFORMANCE ANALYSIS
City of Port Orange Pol - TPF Ubs Trumbull Real Estate As Of 12/31/2015

Report Created: 2/9/2016
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Growth of $100 Graph

This graph depicts how $100, 
invested at the beginning of the 
time period, would have grown 
based on both the portfolio's 
performance and the index's.
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Value Added Graph

This exhibit is useful in determining 
how the portfolio has been affected by 
the investment process.

One of the graph lines denotes the 
period-end market values of the 
portfolio over time. This is simply a 
visual representation of the ebb and 
flow of the portfolio's market value 
period-to-period. The other line 
represents the original dollars 
invested adjusted for contributions or 
withdrawals.
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MODERN PORTFOLIO THEORY
City of Port Orange Pol - TPF   Ubs Trumbull Real Estate AS OF 12/31/2015

12/2012-12/2015 09/2012-09/2015 06/2012-06/2015 12/2012-12/2015 09/2012-09/2015 06/2012-06/2015

R2 = 96.72% R2 = 96.24% R2 = 96.26% R2 = 96.72% R2 = 96.24% R2 = 96.26%
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Beta - Rolling Periods
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0.0%

0.0%

0.0%

Alpha - Rolling Periods

Modern Portfolio Theory seeks to quantify the relationship 
between risk and return and operates under the assumption 
that an investor must be compensated for assuming risk.  
Alpha is a measure of a portfolio's return in excess of the 
market return, both adjusted for risk.  A positive alpha 
indicates that the portfolio outperformed the market on a risk-
adjusted basis, and a negative alpha indicates the portfolio did 
worse than the market. Beta is a measure of the sensitivity of 
a portfolio's rate of return against that of the market.  A beta 
greater than 1.00 indicates volatility greater than the market.
R2 is a measure that indicates the extent to which fluctuations 
in portfolio returns are correlated with those of the general 
market.  An R-squared of 0.80 implies that 80% of the 
fluctuation of a portfolio's return is explained by the fluctuation 
in the market.

Graph Notes: The Index is represented on the horizontal (X) 
axis, and the Fund is represented on the vertical (Y) axis. Both 
the Index and Fund are adjusted by 90-day Treasury Bills.

Alpha = 0.00%

Beta = 0.96

R2 = 96.55%

MONTHLY   Observations Since 07/2012
(w/Simple Linear Regression Line)
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MANAGER RISK ANALYSIS
City of Port Orange Pol - TPF AS OF  12/31/2015

               Mgr. Index

             Russell NCREIF Property I

12/2012-12/2015 09/2012-09/2015

12/2012-12/2015 09/2012-09/2015 12/2012-12/2015 09/2012-09/2015

0.00 0.00 0.96 0.94
Down Capture Ratios Up Capture Ratios
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  End Date

11/15 11/15

05/13 11/12

08/13 08/13

Sharpe Ratios 3-Year Rolling Periods

Down Capture Returns (%) 3-Year Rolling Periods

Sharpe Ratio divides excess return
by standard deviation to arrive at a 
unified measure of risk adjusted
return. In most cases where risk is
a consideration, it is desirable to
have a value higher than the index

Down Capture is the measure of
the fund`s total return whenever the 
index returns are negative.

Up Capture is the measure of the
fund`s total return whenever the

0.0

1.7

9.8

0.0

2.3

10.7

Month

Any 3 Mos

Any 12 Mos

Loss in Varying Time Periods (%)

Up Capture Returns (%) 3-Year Rolling Periods

Ubs Trumbull Real Estate

Loss in Varying Time Periods
measures the greatest loss
experienced in each of five different
historical time periods. Maximum
Drawdown in the longest sustained
loss since the inception of the
account (The fund and index may
have different begin and end dates.) 
No representation is made that these 
amounts represent maximum future 
loss.
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Sources and Intent
This investment evaluation is directed only to the client for whom the evaluation was performed. The underlying data has been obtained from sources the Firm believes to be reliable 
but we do not guarantee their accuracy,  and any such information may be incomplete or condensed. This evaluation is for informational purposes only and is not intended to be an 
offer, solicitation, or recommendation with respect to the purchase or sale of any security or a recommendation of the services supplied by any money management organization. Past 
performance is not a guarantee of future results. Performance for periods greater than one year is annualized. The information contained herein was prepared by your Financial 
Advisor and does not represent an official statement of your account at the Firm (or other outside custodians, if applicable.)  Please refer to your monthly statement for a complete 
record of your transactions, holdings and balances.

This Performance Report may show the consolidated performance of some, but not necessarily all, of your Morgan Stanley accounts. In addition, it may show the full performance 
history of your accounts or just the performance of your accounts since inception in their current Morgan Stanley programs. In some cases, it may show the combined performance of 
brokerage accounts and advisory accounts. It is important that you understand the combination of accounts and account histories that are included in this Performance Report. Upon 
your request, performance information can be obtained for other accounts you may have with us, but which are not shown here.

Accounts included in this Performance Report may have had different investment objectives, been subject to different rules and restrictions, and incurred different types of fees, mark-
ups, commissions, and other charges. Accordingly, the performance results for this portfolio may blend the performance of assets and strategies that may not have been available in 
all of your accounts at all times during the reporting period. Please consult your Financial Advisor for more information about the fees and expenses applicable to the accounts 
included in this Performance Report.

Information Disclosures

Advisory Notice
The Fiduciary Services-Affiliated Program and the Fiduciary Services-Unaffiliated Manager Program are separate and distinct advisory programs. Absent your written authorization, 
assets may only be transferred among managers within the particular program.

Please notify your Financial Advisor if there have been any changes in your financial situation or investment objectives, or if you wish to impose any reasonable restrictions on the 
management of your Investment Advisory accounts, or to reasonably modify existing restrictions. 

For a copy of the applicable Form ADV Disclosure Document for Morgan Stanley Smith Barney LLC, or for any Investment Adviser with whom we contract to manage your 
investment advisory account, please contact your Financial Advisor.  These Disclosure Documents contain important information about advisory programs.

Gross Rates of Return
The investment returns in this report are your gross returns before deducting investment management fees and any Select Retirement fees. For more details on fees, please see 
your client contract, the applicable Morgan Stanley ADV brochure and any applicable Select Retirement prospectus. Your actual returns are lower, after deducting expenses that 
may include, for example, investment management fees and trade commissions. As fees are deducted quarterly, the compounding effect increases the impact of the fees by an 
amount directly related to the gross account performance. For example, on an account with a 2% fee, if the gross performance is 10%, the compounding effect of the fees results in 
a net performance of approximately 7.81%.  Returns in excess of one year are annualized.
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Fiscal Year 
Total Fund's fiscal year ends on 2016/09
Acct# 745-040114's fiscal year ends on 2016/09
Acct# 745-106956's fiscal year ends on 2016/09
Acct# 745-106957's fiscal year ends on 2016/09
Acct# 745-106958's fiscal year ends on 2016/09
Acct# 745-107017's fiscal year ends on 2016/09
Acct# 745-107023's fiscal year ends on 2016/09
Acct# 745-108866's fiscal year ends on 2016/09
Acct# 745-125129's fiscal year ends on 2016/09
Acct# 745-125551's fiscal year ends on 2016/09
Acct# 745-125734's fiscal year ends on 2016/09
Acct# 002-001649's fiscal year ends on 2016/09
Acct# 002-005805's fiscal year ends on 2016/09
Acct# 002-005699's fiscal year ends on 2016/09

Report Created: 2/9/2016

International History:
Until 4th quarter 1997, International equities were included within the Domestic equity category for performance presentation. For asset allocation purposes, they are reflected 
beginning Jan.1, 1998.

List of Composite Accounts
The Composite account presentation includes the following accounts: Total Fund, 745-040114, 745-106956, 745-106957, 745-106958, 745-107017, 745-107023, 745-108866, 745-
125129, 745-125551, 745-125734, 002-001649, 002-005805, 002-005699.

Composite Index Definition
The Composite account's benchmark comprises the S&P 500, Custom Account Index, Custom Account Index, Custom Account Index, Custom Account Index, 90-Day T-Bills, 
Custom Account Index, Custom Account Index, Custom Account Index, Custom Account Index, Russell NCREIF Property I, HFRI FOF Conservative, HFRI FOF Conservative, 
indices in the same asset mix as your portfolio. The mix is adjusted monthly based on changes in your portfolio.

International and Small Capitalization Securities
To the extent the investments depicted herein represent international securities, you should be aware that there may be additional risks associated with international investing 
involving foreign, economic, political, and/or legal factors. International investing may not be for everyone. In addition, small capitalization securities may be more volatile than those 
of larger companies, but these companies may present greater growth potential.

© 2011 Morgan Stanley Smith Barney LLC.  Member SIPC.  Consulting Group is a business of Morgan Stanley Smith Barney LLC.  Graystone Consulting is a business of Morgan 
Stanley. 

Additional Information about your Floating Rate Not es
For floating rate securities, the estimated accrued interest and estimated annual income are based on the current floating coupon rate and may not reflect historic rates within the 
accrual period.
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Alpha
Alpha is the value added by active management of the portfolio's assets, given the risk of that portfolio. In other words, alpha is equal to the incremental return earned by the manager 
when the market is flat or stationary. An alpha of zero indicates that the manager earned the exact return dictated by the level of market risk (i.e., beta) of the portfolio. A positive 
alpha indicates that the manager has earned, on average, more than the portfolio's level of market risk would have dictated. A negative alpha indicates that the manager has earned, 
on average, less than the portfolio's level of market risk would have dictated. Alpha is the Y-intercept of the least squares regression line.

Beta
Beta is the systematic risk of the portfolio. Measured by the slope of the least squares regression, beta is the measure of portfolio risk which cannot be removed through 
diversification. Beta is also known as market risk. Beta is a statistical estimate of the average change in the portfolio's performance with a corresponding 1.0 percent change in the 
risk index. A beta of 1.0 indicates that the portfolio moves, on average, lock step with the risk index. A beta in excess of 1.0 indicates that the portfolio is highly sensitive to 
movements in the risk index. A beta of 1.5, for example, indicates that the portfolio tends to move 1.5 percent with every 1.0 percent movement in the risk index. A beta of less than 
1.0 indicates that the portfolio is not as sensitive to movements in the risk index. A beta of 0.5, for example, indicates that the portfolio moves only 0.5 percent for every 1.0 percent 
movement in the risk index.

R-Squared
R-squared, or the coefficient of determination, measures the strength of the least squares regression relationship between the portfolio (the dependent variable) and the risk index 
(the independent variable). The statistic reveals the extent to which the variability in the dependent variable is due to the variability in the independent variable. As such, R-squared 
measures how well the portfolio returns move in tandem with the returns of the risk benchmark. Though it is true that the higher the R-squared the better, an R-squared of less than 
0.9 (i.e., 90 percent), indicates that the total fund does not track closely with the risk benchmark. The strength of the R-squared statistic will reflect on the strength of alpha and beta. 
A weak R-squared, for example, would indicate that alpha and beta cannot be strictly interpreted.

Brokerage Account
In a brokerage relationship, your Financial Advisor will work with you to facilitate the execution of securities transactions on your behalf. Your Financial Advisor also
provides investor education and professional, personalized information about financial products and services in connection with these brokerage services. You can choose how you 
want to pay for these services and you will receive the same services regardless of which pricing option you choose. There are important differences in your relationship with your 
Financial Advisor and Morgan Stanley in brokerage accounts and in advisory accounts.

Asset classifications and performance calculation methodologies can differ among the various supplemental performance reports available through us. For example, some 
reports calculate Time Weighted performance using a weighted or Modified Dietz approach while others use a daily approach. In addition, some reports may display Dollar 
Weighted Returns. These differences can generate meaningful dispersions in the performance numbers displayed on different reports.
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Manager Name GW Capital Delaware Fuller & Thaler Kayne Anderson Neuberger Berman Russ 2000 Value

GIMA Focus or Approved List Focus Focus Focus Approved Focus

Adverse Active Alpha Manager Yes Yes

Forecasted P/E (1 Year) 19.4 16.3 16.3 19.2 16.2 15.2
     vs. Index Higher Higher Higher Higher Higher
Market Cap ($M) $1.9 Billion $2.6 Billion $2.8 Billion $2.5 Billion $2.8 Billion $1.6 Billion
     vs. Index Higher Higher Higher Higher Higher
Dividend Yield 2.0 1.9 2.6 1.8 0.8 2.3
     vs. Index Lower Lower Higher Lower Lower
Security Selection Top-down (Themes) Bottom-up Bottom-up Bottom-up Bottom-up
# of Securities 36 111 88 31 94 1,351
Foreign Securities Permitted Yes Yes No No Yes
Market Timer Cash < 20% Cash < 10% Cash < 15% Cash < 10% Cash < 10%

FEES 0.42% 0.42% 0.35% 0.35% 0.42%

RISK (5 year - quarterly)

Standard Deviation 20.17 16.14 19.44 15.93 19.67 17.40

PERFORMANCE

 Equity 
   1 year (9.36) (5.27) 4.29 (0.19) (0.80) (7.47)
   3 year 5.95 10.70 15.67 13.20 14.48 9.06
   5 year 6.43 9.20 13.74 11.20 9.66 7.67
   10 year 6.87 7.93 9.78 9.40 9.74 5.57

OTHER IMPORTANT

CONSIDERATIONS
Year Firm Established 1989 1929 1992 1984 1939
Who Est. Performance Team (Guy Watanabe) Team Team (David Potter) Team Team
Commitment Owners/Well Paid Well Paid Owners/Well Paid Well Paid Well Paid
Total Assets $2.2B Firm/$668M Strategy $166.0B Firm/$185M Strategy $4.3B Firm/$3.3B Strategy $9.1B Firm/$1.7B Strategy $238.4B Firm/$427M Strategy

Total Key Professionals 6 4 3 8 6
Pooled vs. Separate Separate Separate Separate Separate Separate

Performance calculated Gross of Fees

Port Orange Municipal Police Officers' Retirement P lan
Small Capitalization Value Manager Search Summary

Information as of December 31, 2015

The prices, quotes or statistics contained herein have been obtained from sources believed to be reliable, however, the accuracy cannot be guaranteed.



Manager Name GW Capital Boston Partners Edge Asset Cambiar Russ 2500 Value
Management

GIMA Focus or Approved List Focus Focus Focus Focus

Adverse Active Alpha Manager Yes Yes

Forecasted P/E (1 Year) 15.1 14.6 16.3 14.3 15.8
     vs. Index Lower Lower Higher Lower
Market Cap ($M) $4.9 Billion $3.3 Billion $4.5 Billion $5.1 Billion $3.6 Billion
     vs. Index Higher Lower Higher Higher
Dividend Yield 1.8 2.0 4.2 1.5 2.4
     vs. Index Lower Lower Higher Lower
Security Selection Top-down (Themes) Bottom-up Bottom-up Bottom-up
# of Securities 36 167 76 37 1,663
Foreign Securities Permitted No Yes (15% Max) Yes (25% Max) Yes
Market Timer Cash < 10% Cash < 10% Cash < 5% Cash < 10%

FEES 0.42% 0.40% 0.35% 0.40%

RISK (5 year - quarterly)

Standard Deviation 18.53 16.57 14.90 21.50 16.69

PERFORMANCE

 Equity 
   1 year (10.84) (2.62) (3.37) (7.18) (5.49)
   3 year 7.03 11.36 12.45 13.97 10.51
   5 year 8.49 11.05 11.38 10.58 9.23
   7 year 14.56 16.22 17.34 N/A 13.84

OTHER IMPORTANT

CONSIDERATIONS
Year Firm Established 1989 1970 1944 1973
Who Est. Performance Team (Guy Watanabe) Team Team Team
Commitment Owners/Well Paid Well Paid Well Paid Owners/Well Paid
Total Assets $2.2B Firm/$378M Strategy $74.2B Firm/$1.0B Strategy $28.5B Firm/$594M Strategy $11.2B Firm/$106M Strategy

Total Key Professionals 6 3 4 8
Pooled vs. Separate Separate Separate Separate Separate

Performance calculated Gross of Fees

Port Orange Municipal Police Officers' Retirement P lan
Small/Mid Capitalization Value Manager Search Summary

Performance as of December 31, 2015 and Other Information as of September 30, 2015

The prices, quotes or statistics contained herein have been obtained from sources believed to be reliable, however, the accuracy cannot be guaranteed.
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� Small Cap Value - Quantitative Analysis Tab 1

� Small Cap Value - Qualitative Due Diligence Tab 2

� Small/Mid Cap Value - Quantitative Analysis Tab 3

� Small/Mid Cap Value - Qualitative Due Diligence Tab 4
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Zephyr StyleADVISOR
Zephyr StyleADVISOR: Graystone Consulting

Manager vs Benchmark: Return
January 2006 - December 2015 (not annualized if less than 1 year)
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GW Capital, Inc.: SmCap Value (Gross)

Delaware Invts: Sm Cap Value (Gross)

Fuller & Thaler: Small Cap Value (Gross)

Kayne, Anderson: SmCap Qual Value (Gross)

Neuberger Berman: SCIV (Gross)

Russell 2000 Value

Manager vs Benchmark: Return
January 2006 - December 2015 (not annualized if less than 1 year)

GW Capital, Inc.: SmCap Value (Gross)

Delaware Invts: Sm Cap Value (Gross)

Fuller & Thaler: Small Cap Value (Gross)

Kayne, Anderson: SmCap Qual Value (Gross)

1 quarter 1 year 3 years 5 years 7 years 10 years

2.71% -9.36% 5.95% 6.43% 13.09% 6.87%

2.30% -5.27% 10.70% 9.20% 15.59% 7.93%

5.65% 4.29% 15.67% 13.74% 20.19% 9.78%

5.90% -0.19% 13.20% 11.20% 15.25% 9.40%

Neuberger Berman: SCIV (Gross) 5.13% -0.80% 14.48% 9.66% 18.17% 9.74%

Russell 2000 Value 2.88% -7.47% 9.06% 7.67% 11.72% 5.57%
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GW Capital, Inc.: SmCap Value (Gross)

Delaware Invts: Sm Cap Value (Gross)

2015 2014 2013 2012 2011 2010 2009 2008 2007 2006

-9.36% -1.24% 32.86% 20.06% -4.35% 27.08% 36.34% -38.34% 9.16% 22.04%

-5.27% 6.73% 34.17% 14.76% -0.24% 33.20% 33.32% -29.37% -5.92% 17.08%

Fuller & Thaler: Small Cap Value (Gross) 4.29% 6.91% 38.82% 25.05% -1.66% 31.69% 44.54% -35.27% -8.25% 18.10%

Kayne, Anderson: SmCap Qual Value (Gross) -0.19% 3.05% 41.01% 9.98% 6.58% 25.10% 26.97% -28.51% 2.18% 24.45%

Neuberger Berman: SCIV (Gross) -0.80% 6.53% 41.95% 19.75% -11.73% 25.76% 61.40% -40.15% 7.06% 22.80%

Russell 2000 Value -7.47% 4.22% 34.52% 18.05% -5.50% 24.50% 20.58% -28.92% -9.78% 23.48%

Calendar Year Return
As of December 2015
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Manager Performance
January 2013 - December 2015 (Single Computation)
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GW Capital, Inc.: SmCap Value (Gross)

Delaw are Invts: Sm Cap Value (Gross)

Fuller & Thaler: Small Cap Value (Gross)

Kayne, Anderson: SmCap Qual Value (Gross)

Neuberger Berman: SCIV (Gross)

Russell 2000 Value

Risk / Return
January 2013 - December 2015 (Single Computation)
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GW Capital, Inc.: SmCap Value (Gross)

Delaware Invts: Sm Cap Value (Gross)

Fuller & Thaler: Small Cap Value (Gross)

Kayne, Anderson: SmCap Qual Value (Gross)

Neuberger Berman: SCIV (Gross)

Market Benchmark:

Russell 2000 Value

Cash Equivalent:

Citigroup 3-month T-bill

Return & Risk Analysis
January 2013 - December 2015:  Summary Statistics

GW Capital, Inc.: SmCap Value (Gross)

Delaware Invts: Sm Cap Value (Gross)

Fuller & Thaler: Small Cap Value (Gross)

Kayne, Anderson: SmCap Qual Value (Gross)

Return
Excess Return

vs. 
Market

Standard
Deviation

Beta
vs.

Market

Maximum
Drawdown

Up
Capture

vs.
Market

Down
Capture

vs.
Market

Alpha
vs.

Market

Sharpe
Ratio

R-Squared
vs.

Market

5.95% -3.11% 14.57% 1.01 -17.38% 88.42% 115.01% -2.94% 0.41 90.66%

10.70% 1.64% 12.05% 0.84 -10.42% 97.94% 77.12% 2.85% 0.89 92.15%

15.67% 6.61% 11.00% 0.76 -7.32% 112.25% 44.70% 8.30% 1.42 89.44%

13.20% 4.13% 14.32% 0.96 -8.70% 109.53% 69.30% 4.36% 0.92 83.43%

Neuberger Berman: SCIV (Gross) 14.48% 5.41% 14.80% 1.04 -13.24% 127.02% 86.28% 4.84% 0.98 92.48%

Russell 2000 Value 9.06% 0.00% 13.69% 1.00 -11.80% 100.00% 100.00% 0.00% 0.66 100.00%



3��6.3����������4����7 ,�5����

*

Zephyr StyleADVISOR
Zephyr StyleADVISOR: Graystone Consulting

Manager Performance
January 2011 - December 2015 (Single Computation)
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GW Capital, Inc.: SmCap Value (Gross)

Delaw are Invts: Sm Cap Value (Gross)

Fuller & Thaler: Small Cap Value (Gross)

Kayne, Anderson: SmCap Qual Value (Gross)

Neuberger Berman: SCIV (Gross)

Russell 2000 Value

Risk / Return
January 2011 - December 2015 (Single Computation)
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GW Capital, Inc.: SmCap Value (Gross)

Delaware Invts: Sm Cap Value (Gross)

Fuller & Thaler: Small Cap Value (Gross)

Kayne, Anderson: SmCap Qual Value (Gross)

Neuberger Berman: SCIV (Gross)

Market Benchmark:

Russell 2000 Value

Cash Equivalent:

Citigroup 3-month T-bill

Return & Risk Analysis
January 2011 - December 2015:  Summary Statistics

GW Capital, Inc.: SmCap Value (Gross)

Delaware Invts: Sm Cap Value (Gross)

Fuller & Thaler: Small Cap Value (Gross)

Kayne, Anderson: SmCap Qual Value (Gross)

Return
Excess Return

vs. 
Market

Standard
Deviation

Beta
vs.

Market

Maximum
Drawdown

Up
Capture

vs.
Market

Down
Capture

vs.
Market

Alpha
vs.

Market

Sharpe
Ratio

R-Squared
vs.

Market

6.43% -1.24% 20.17% 1.11 -27.97% 103.60% 113.62% -1.62% 0.32 92.41%

9.20% 1.53% 16.14% 0.91 -20.53% 98.54% 86.28% 2.02% 0.57 96.53%

13.74% 6.07% 19.44% 1.07 -26.33% 125.97% 87.16% 5.44% 0.70 91.98%

11.20% 3.52% 15.93% 0.84 -15.81% 99.29% 71.28% 4.49% 0.70 84.61%

Neuberger Berman: SCIV (Gross) 9.66% 1.99% 19.65% 1.09 -28.95% 120.98% 110.96% 1.55% 0.49 92.57%

Russell 2000 Value 7.67% 0.00% 17.40% 1.00 -23.56% 100.00% 100.00% 0.00% 0.44 100.00%
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Manager Performance
January 2009 - December 2015 (Single Computation)
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GW Capital, Inc.: SmCap Value (Gross)

Delaw are Invts: Sm Cap Value (Gross)

Fuller & Thaler: Small Cap Value (Gross)

Kayne, Anderson: SmCap Qual Value (Gross)

Neuberger Berman: SCIV (Gross)

Russell 2000 Value

Risk / Return
January 2009 - December 2015 (Single Computation)
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GW Capital, Inc.: SmCap Value (Gross)

Delaware Invts: Sm Cap Value (Gross)

Fuller & Thaler: Small Cap Value (Gross)

Kayne, Anderson: SmCap Qual Value (Gross)

Neuberger Berman: SCIV (Gross)

Market Benchmark:

Russell 2000 Value

Cash Equivalent:

Citigroup 3-month T-bill

Return & Risk Analysis
January 2009 - December 2015:  Summary Statistics

GW Capital, Inc.: SmCap Value (Gross)

Delaware Invts: Sm Cap Value (Gross)

Fuller & Thaler: Small Cap Value (Gross)

Kayne, Anderson: SmCap Qual Value (Gross)

Return
Excess Return

vs. 
Market

Standard
Deviation

Beta
vs.

Market

Maximum
Drawdown

Up
Capture

vs.
Market

Down
Capture

vs.
Market

Alpha
vs.

Market

Sharpe
Ratio

R-Squared
vs.

Market

13.09% 1.37% 22.96% 1.04 -27.97% 108.85% 103.36% 1.08% 0.57 92.17%

15.59% 3.87% 19.18% 0.89 -20.53% 103.08% 80.41% 4.59% 0.81 96.63%

20.19% 8.47% 23.29% 1.06 -26.33% 125.61% 83.24% 7.39% 0.86 91.52%

15.25% 3.53% 18.84% 0.84 -17.66% 97.07% 73.78% 4.92% 0.81 89.01%

Neuberger Berman: SCIV (Gross) 18.17% 6.45% 21.87% 0.93 -28.95% 118.12% 85.36% 7.03% 0.83 80.67%

Russell 2000 Value 11.72% 0.00% 21.09% 1.00 -23.56% 100.00% 100.00% 0.00% 0.55 100.00%
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Manager Performance
January 2006 - December 2015 (Single Computation)
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GW Capital, Inc.: SmCap Value (Gross)

Delaw are Invts: Sm Cap Value (Gross)

Fuller & Thaler: Small Cap Value (Gross)

Kayne, Anderson: SmCap Qual Value (Gross)

Neuberger Berman: SCIV (Gross)

Russell 2000 Value

Risk / Return
January 2006 - December 2015 (Single Computation)
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GW Capital, Inc.: SmCap Value (Gross)

Delaware Invts: Sm Cap Value (Gross)

Fuller & Thaler: Small Cap Value (Gross)

Kayne, Anderson: SmCap Qual Value (Gross)

Neuberger Berman: SCIV (Gross)

Market Benchmark:

Russell 2000 Value

Cash Equivalent:

Citigroup 3-month T-bill

Return & Risk Analysis
January 2006 - December 2015:  Summary Statistics

GW Capital, Inc.: SmCap Value (Gross)

Delaware Invts: Sm Cap Value (Gross)

Fuller & Thaler: Small Cap Value (Gross)

Kayne, Anderson: SmCap Qual Value (Gross)

Return
Excess Return

vs. 
Market

Standard
Deviation

Beta
vs.

Market

Maximum
Drawdown

Up
Capture

vs.
Market

Down
Capture

vs.
Market

Alpha
vs.

Market

Sharpe
Ratio

R-Squared
vs.

Market

6.87% 1.30% 22.73% 1.03 -49.24% 106.18% 98.90% 1.53% 0.25 88.67%

7.93% 2.36% 19.40% 0.90 -46.75% 96.41% 83.02% 2.70% 0.35 94.01%

9.78% 4.20% 23.33% 1.07 -53.44% 122.20% 98.41% 3.95% 0.37 91.15%

9.40% 3.82% 18.71% 0.83 -45.46% 96.35% 74.32% 4.49% 0.44 86.70%

Neuberger Berman: SCIV (Gross) 9.74% 4.16% 23.20% 0.98 -45.44% 113.84% 90.62% 4.71% 0.37 77.55%

Russell 2000 Value 5.57% 0.00% 20.88% 1.00 -50.35% 100.00% 100.00% 0.00% 0.21 100.00%
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Manager Style
January 2006 - December 2015 (20-Quarter Moving Windows, Computed Quarterly)

Russell 1000 Value Russell 1000 Growth

Russell 2000 Value Russell 2000 Growth

Small

-1

0

1

Large

Value -1 0 1 Growth

GW Capital, Inc.: SmCap Value (Gross)

Delaware Invts: Sm Cap Value (Gross)

Fuller & Thaler: Small Cap Value (Gross)

Kayne, Anderson: SmCap Qual Value (Gross)

Neuberger Berman: SCIV (Gross)

Russell 2000 Value

Russell Generic Corners
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 p
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c
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c
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c
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c
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c
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 b
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t c
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c
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 d
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 c
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y c
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b
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is

 re
p
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 c
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c
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c
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 b
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c
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 p
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c
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c
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c
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c
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b
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c
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a
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e
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c
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r c
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 p
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b
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 p
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 b
e
 a

 c
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c
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 p
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c
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e
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e p
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e p
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e o
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v
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isitio

n
, b

ecam
e an

 
in

d
irect, w

h
o

lly
-o

w
n

ed
 su

b
sid

iary
 o

f L
in

co
ln

 N
atio

n
al C

o
rp

o
ratio

n
.

D
elaw

are In
v

estm
en

ts w
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b
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 p
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b
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v
isio

n
s 

g
rad

u
ally

 
ad

d
in

g
 

an
d

 
train

in
g

 
staff 

to
 

k
eep

 
reso

u
rces 

ah
ead

 
o

f 
p

ro
jected

 
g

ro
w

th
.

T
h

e firm
 h

as m
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e d
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e p
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t o
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e p
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e p
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e p
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 m
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b
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e p
o

rtfo
lio

.

L
e
g

a
l/C

o
m

p
lia

n
c
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 o
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e d
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D
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b
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v
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d
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a
v
e

 s
o
m

e
 c

o
n
c
e
rn

s
 a

s
 it re
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te

s
 to

 th
e
 h

is
to

ric
a
l p

e
rfo

rm
a
n
c
e
 tra

c
k
 re

c
o
rd

.  A
n

 o
p
in

io
n
 ra

tin
g
 o

f L
o

w
g
e
n
e
ra

lly
 

in
d
ic

a
te

s
 th

a
t G

IM
A
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a
s
 m

a
te

ria
l c

o
n
c
e
rn

s
 a

b
o
u
t th

e
 in

v
e
s
tm

e
n
t p

ro
d
u
c
t�s

 h
is

to
ric

a
l p

e
rfo

rm
a
n
c
e
 tra

c
k
 re

c
o
rd

.  F
o
r e

x
a
m

p
le

, if a
n
 in

v
e
s
tm

e
n
t p

ro
d
u
c
t h

a
s
 

h
a
d
 a

 lo
n
g
 s

ta
n
d
in

g
 p

o
rtfo

lio
 m

a
n

a
g
e
r th

a
t h

a
s
 d

e
liv

e
re

d
 s

o
lid

 p
e
rfo

rm
a
n
c
e
 re

s
u
lts

 o
v
e
r th

e
 la

s
t fiv

e
 y

e
a
rs

 re
la

tiv
e
 to

 a
 b

e
n
c
h
m

a
rk

 a
n
d
 th

e
 p

o
rtfo

lio
 m

a
n

a
g
e

r 
is

 re
p
la

c
e
d
 b

y a
 n

e
w

 p
o
rtfo

lio
 m

a
n
a
g
e
r th

a
t in

s
tills

 a
 n

e
w

 in
v
e
s
tm

e
n
t p

ro
c
e
s
s
, G

IM
A

 m
a
y c

o
n
s
id

e
r th

e
 h

is
to

ric
a
l p

e
rfo

rm
a
n
c
e
 tra

c
k
 re

c
o
rd

 to
 b

e
 n

o
n
-

re
p
re

s
e
n
ta

tiv
e
 o

f th
e
 n

e
w

 in
v
e
s
tm

e
n
t d

is
c
ip

lin
e
.   
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c
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n

c
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n
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R
e
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s
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IM

A
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p
in
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n
 o

f h
o
w

 c
lo

s
e
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n
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v
e
s
tm

e
n
t p

ro
d
u
c
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 p
e
rfo

rm
a
n

c
e
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 e
x
p
e
c
te

d
 to

 �tra
c
k
� th

e
 in

v
e
s
tm

e
n

t 
p
e
rfo

rm
a
n
c
e
 o

f G
IM

A
�s

 d
e
s
ig

n
a
te

d
 p

e
rfo

rm
a

n
c
e
 b

e
n
c
h
m

a
rk
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 p
a
rtic

u
la
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v
e
s
tm

e
n
t p

ro
d
u
c
t.  T

h
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 a
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a
 e

v
a
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a
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s
 th

e
 h

is
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a
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v
e
s
tm

e
n
t p

e
rfo

rm
a
n
c
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c
k
in

g
 
o
f 

a
 
g
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e
n
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v
e
s
tm

e
n
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p
ro

d
u
c
t 
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tiv
e
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a
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s
p
e
c
tiv

e
 
b
e
n
c
h
m

a
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a
s
 
w

e
ll 

a
s
 
th

e
 
in

v
e
s
tm

e
n
t 

m
a

n
a
g
e
r�s

 
c
u
rre

n
t 

a
p
p
ro

a
c
h
 
to

 
a
c
tiv

e
 
p
o
rtfo

lio
 

m
a
n
a
g
e
m

e
n
t.  In

 e
v
a
lu

a
tin

g
 b

e
n

c
h
m

a
rk

 s
e
n
s
itiv

ity
, G

IM
A

 w
ill u

s
e

 re
le

v
a
n
t s

ta
tis

tic
a
l m

e
a
s
u
re

s
 s

u
c
h
 a

s
 tra

c
k
in

g
 e

rro
r a

n
d
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-S

q
u
a
re

d
 a

s
 w

e
ll a

s
 p

o
rtfo

lio
 

c
o
n
s
tru

c
tio

n
 g

u
id

e
lin

e
s
 s

u
c
h
 a

s
 e

c
o
n
o
m

ic
 s

e
c
to

r c
o
n

s
tra

in
ts

 a
n
d
 b

e
n
c
h
m

a
rk

 re
la

tiv
e
 p

o
s
itio

n
 s

iz
in

g
.    T

h
is

 a
re

a
 h

a
s
 th

re
e
 p

o
te

n
tia

l o
p
in

io
n
 o

u
tc

o
m

e
s
: H

ig
h

, 
M

o
d

e
ra

te
 a

n
d

L
o

w
.  In

 G
IM

A
�s

 o
p
in

io
n
, H

ig
h

c
o
n
v
e

ys
 th

a
t a

 p
ro

d
u
c
t is

 a
n
tic

ip
a
te

d
 to

 b
e
 m

a
n
a
g
e
d

 w
ith

 a
 h

ig
h
 d

e
g
re

e
 o

f e
m

p
h
a
s
is

 o
n
 its

 b
e
n
c
h
m

a
rk

 w
ith

 
re

la
tiv

e
ly tig

h
t c

o
n
tro

l o
v
e
r th

e
 p

ro
d
u
c
t�s

 a
c
tiv

e
 w

e
ig

h
ts

 re
la

tiv
e
 to

 th
a
t b

e
n
c
h
m

a
rk

.  H
ig

h
 b

e
n
c
h
m

a
rk

 s
e
n
s
itiv

ity d
o
e

s
 n

o
t m

e
a
n
 w

id
e

 d
e
v
ia

tio
n
s
 fro

m
 th

e
 

b
e
n
c
h
m

a
rk

 w
ill n

o
t h

a
p
p
e
n
, b

u
t th

a
t th

e
 in

v
e
s
tm

e
n
t m

a
n
a
g
e
r s

e
e
k
s
 to

 re
d
u
c
e
 th

e
m

.  M
o

d
e
ra

te
c
o
n
v
e

ys
 th

a
t a

 p
ro

d
u
c
t�s

 m
a
n
a
g
e
m

e
n
t is

 a
n
tic

ip
a
te

d
 to

 h
a
v
e

 
s
o
m

e
 a

m
o
u
n
t o

f b
e
n
c
h
m

a
rk

 s
e
n
s
itiv

ity, b
u
t is

 a
b
le

 to
 m

a
k
e
 m

e
a
n
in

g
fu

l, b
u
t c

o
n
tro

lle
d
, a

llo
c
a
tio

n
s
 a

w
a

y
 fro

m
 a

 b
e

n
c
h
m

a
rk

.  L
o

w
d
e
n
o
te

s
 th

a
t a

 p
ro

d
u
c
t 

p
la

c
e
s
 little

 to
 n

o
 e

m
p
h
a
s
is

 o
n
 its

 a
s
s
ig

n
e
d
 b

e
n

c
h
m

a
rk

.  P
e

rfo
rm

a
n
c
e
 fro

m
 a

 m
o
n
th

-to
-m

o
n
th

 a
n
d
 y

e
a
r-to

-y
e
a

r b
a
s
is

 m
a

y d
e
v
ia

te
 s

ig
n
ific

a
n
tly fro

m
 its

 
b
e
n
c
h
m

a
rk

.  

E
x
p

e
c
te

d
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o
rtfo

lio
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u
rn

o
v
e
r

-
R

e
p
re

s
e
n
ts

 G
IM

A
�s

 o
p
in

io
n
 o

f h
o
w

 a
c
tiv

e
ly th

e
 p

o
rtfo

lio
 is

 m
a
n
a
g
e
d
 fro

m
 th

e
 p

e
rs

p
e
c
tiv

e
 o

f tra
d
in

g
 a

c
tiv

ity (p
u

rc
h
a
s
e
s
, 

s
a
le

s
, a

d
d
itio

n
s
, trim

s
, e

tc
.).  W

e
 d

o
 n

o
t v

ie
w

 th
e
s
e
 ra

tin
g
s
 p

o
s
itiv

e
ly o

r n
e
g
a
tiv

e
ly, b

u
t re

n
d
e

r a
n
 o

p
in

io
n
 fo

r th
is

 c
a
te

g
o
ry

 s
o
 F

in
a
n
c
ia

l A
d
v
is

o
rs

 o
r P

riv
a
te

 
W

e
a
lth

 A
d
v
is

o
rs

 a
n
d
 c

lie
n
ts

 h
a
v
e
 s

o
m

e
 id

e
a
 a

s
 to

 th
e
 o

v
e
ra

ll le
v
e
l o

f a
c
tiv

ity th
a
t ta

k
e
s
 p

la
c
e
 in

 a
 g

iv
e
n
 p

o
rtfo

lio
.  H

ig
h
 a

c
tiv

ity
 m

a
y
 re

s
u
lt in

 a
 p

o
rtfo

lio
 th

a
t is

 
le

s
s
 ta

x
-e

ffic
ie

n
t fo

r ta
x
a

b
le

 c
lie

n
ts

, w
h
e

re
a
s
 L

o
w

 a
c
tiv

ity m
a

y re
s
u
lt in

 a
 m

o
re

 ta
x
 e

ffic
ie

n
t p

o
rtfo

lio
 fo

r ta
x
a

b
le

 c
lie

n
ts

.  T
h
is

 a
re

a
 h

a
s
 th

re
e
 p

o
te

n
tia

l o
p

in
io

n
 

o
u
tc

o
m

e
s
: H

ig
h

, M
o

d
e
ra

te
 a

n
d

L
o

w
.   In

 G
IM

A
�s

 o
p
in

io
n
, H

ig
h

c
o
n
v
e

ys
 a

n
 in

v
e
s
tm

e
n
t p

ro
d
u
c
t th

a
t is

 lik
e
ly to

 h
a
v
e

 m
o
re

 th
a
n
 9

0
%

 tu
rn

o
v
e
r o

n
 a

n
 a

n
n
u
a
l 

b
a
s
is

, w
h
ile

 M
o

d
e
ra

te
in

d
ic

a
te

s
 e

x
p
e
c
te

d
 a

n
n
u
a
l p

o
rtfo

lio
 tu

rn
o
v
e
r in

 th
e

 ra
n
g
e

 o
f 3

0
%

 -
9
0

%
 a

n
d
 L

o
w

in
d
ic

a
te

s
 e

x
p
e
c
te

d
 a

n
n
u
a
l p

o
rtfo

lio
 tu

rn
o
v
e

r o
f le

s
s
 

th
a
n
 3

0
%
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c
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d
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n
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w
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m

a
n
a
g
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s
e
le

c
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a
n
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p
e
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c
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e
v
a
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b
a
s
e
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G

lM
A
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u
n
d
e
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n
d
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o
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m
a
n
a
g
e
r�s

 lo
n
g
-te
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 in

v
e
s
tm

e
n
t p

h
ilo

s
o
p
h
y
 a

n
d

 p
o
rtfo

lio
 s

tru
c
tu

rin
g
 b

ia
s
e
s
 a

n
d
 te

c
h
n
iq

u
e
s
.   A

t p
o
in

ts
 in

 tim
e
 m

a
n
a

g
e
rs

 m
a

y
 d

is
p
la

y
 a

ttrib
u
te

s
 o

f o
th

e
r s

u
b
-

s
tyle

 c
la

s
s
ific

a
tio

n
s
, a

n
d
 th

e
s
e
 c

la
s
s
ific

a
tio

n
s
 m

a
y
 c

h
a
n
g
e
 d

u
e
 to

 c
h
a
n
g
e
s
 in

 th
e
 c

a
p
ita

l m
a
rk

e
ts

, e
v
o

lu
tio

n
 o

f p
e
rfo

rm
a
n
c
e
 b

e
n
c
h
m

a
rk

s
, in

d
u
s
try tre

n
d
s
, o

r 
c
h
a
n
g
e
s
 in

v
o
lv

in
g
 a

 m
a
n
a
g
e

r�s
 p

e
rs

o
n
n
e
l o

r p
ro

c
e
s
s
.
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b
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itio

n
a
l 

v
a
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u
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u
c
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n
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n
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a
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a
v
e
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a
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a
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n
e
s
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n
d
 c

o
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n
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e
n
c
h
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o
u
g
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n
o
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e
c
e
s
s
a
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t c

o
n
s
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 p
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o
o
k
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s
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n
d
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w
e
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c
a
s
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d
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a
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e
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.
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G
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O
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S
A

R
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F

 T
E

R
M

S

A
c

tiv
e
 S

h
a
re

is
 a

 m
e
a
s
u
re

 o
f th

e
 p

e
rc

e
n
ta

g
e

 o
f s

to
c
k
 h

o
ld

in
g
s
 in

 a
 m

a
n
a
g
e
r�s

 p
o

rtfo
lio

 th
a
t d

iffe
r fro

m
 th

e
 b

e
n
c
h
m

a
rk

 in
d
e
x
; A

c
tiv

e
 S

h
a
re

 is
 c

a
lc

u
la

te
d
 b

y 
ta

k
in

g
 th

e
 s

u
m

 o
f th

e
 a

b
s
o
lu

te
 v

a
lu

e
 o

f th
e
 d

iffe
re

n
c
e
s
 o

f th
e
 w

e
ig

h
t o

f e
a
c
h
 h

o
ld

in
g
 in

 th
e
 m

a
n
a
g
e
r�s

 p
o
rtfo

lio
 v

e
rs

u
s
 th

e
 w

e
ig

h
t o

f e
a
c
h
 h

o
ld

in
g
 in

 th
e

 
b
e
n
c
h
m

a
rk

 in
d
e
x
 a

n
d
 d

iv
id

in
g
 b

y tw
o
.  

A
D

R
s

�
A

m
e
ric

a
n
 D

e
p
o
s
ita

ry R
e

c
e
ip

ts
 a

re
 U

.S
. d

o
lla

r d
e
n
o
m

in
a
te

d
 fo

rm
s
 o

f e
q
u
ity

 o
w

n
e

rs
h
ip

 in
 n

o
n
-U

.S
. c

o
m

p
a
n

ie
s
.  T

h
e
s
e
 s

h
a
re

s
 a

re
 is

s
u
e
d
 a

g
a
in

s
t th

e
 

lo
c
a
l m

a
rk

e
t s

h
a
re

s
 h

e
ld

 in
 th

e
 h

o
m

e
 m

a
rk

e
t.  A

D
R

s
 a

re
 typ

ic
a
lly lis

te
d
 o

n
 U

.S
. e

x
c
h
a

n
g
e
s
 s

u
c
h
 a

s
 N

Y
S

E
, A

M
E

X
 a

n
d
 N

A
S

D
A

Q
.

A
lp

h
a

�
m

e
a
s
u
re

s
 th

e
 d

iffe
re

n
c
e
 b

e
tw

e
e
n
 a

 p
o
rtfo

lio
�s

 a
c
tu

a
l re

tu
rn

s
 a

n
d
 its

 e
x
p
e
c
te

d
 p

e
rfo

rm
a

n
c
e
, g

iv
e
n
 its

 le
v
e
l o

f ris
k
 a

s
 m

e
a
s
u
re

d
 b

y B
e
ta

.  A
 p

o
s
itiv

e
 

A
lp

h
a
 fig

u
re

 in
d
ic

a
te

s
 th

e
 p

o
rtfo

lio
 h

a
s
 p

e
rfo

rm
e
d

 b
e
tte

r th
a
n
 its

 B
e
ta

 w
o
u
ld

 p
re

d
ic

t.  A
 n

e
g

a
tiv

e
 A

lp
h
a
 in

d
ic

a
te

s
 th

e
p
o
rtfo

lio
�s

 u
n
d
e
rp

e
rfo

rm
a
n
c
e
 g

iv
e
n
 th

e
 

e
x
p
e
c
ta

tio
n
s
 e

s
ta

b
lis

h
e
d
 b

y th
e
 
B

e
ta

.  T
h
e
 a

c
c
u
ra

c
y o

f th
e
 A

lp
h
a
 is

 th
e
re

fo
re

 d
e
p
e
n
d
e
n
t o

n
 th

e
 a

c
c
u
ra

c
y o

f th
e
 B

e
ta

.  A
lp

h
a
 is

 o
fte

n
 v

ie
w

e
d
 a

s
 a

 
m

e
a
s
u
re

m
e
n
t o

f th
e
 v

a
lu

e
 a

d
d
e
d
 o

r s
u
b
tra

c
te

d
 b

y
 a

 p
o
rtfo

lio
�s

 m
a
n
a
g
e
r.

A
s

s
e
t-b

a
c
k

e
d

 s
e
c
u

ritie
s

 (A
B

S
)

-
s
e
c
u
ritie

s
 b

a
c
k
e
d
 b

y a
 p

o
o
l o

f a
s
s
e
ts

, typ
ic

a
lly

 lo
a
n
s
 o

r a
c
c
o
u
n
ts

 re
c
e
iv

a
b
le

, o
rig

in
a
te

d
 b

y
 b

a
n
k
s
, s

p
e
c
ia

lty fin
a
n
c
e

 
c
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 b
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c
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c
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 p
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c
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c
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t c
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c
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c
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c
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b
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c
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a
lth

 M
a
n
a
g
e
m

e
n
t.  Y

o
u

r F
in

a
n
c
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 c
o
p

y o
f a

 p
u

b
lic

a
tio

n
 

e
n
title

d
 �M

a
n
a
g
e

r S
e
le

c
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b
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e
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t o
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b
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 p
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e
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 m
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 m
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 d
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c
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v
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 p
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b
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 p
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p
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 b
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 c
lie

n
t-s

p
e
c
ific

 s
u
ita

b
ility a

n
a
lys

is
 o

r re
c
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 p
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v
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c
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b
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c
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e
c
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p
o
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c
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s
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e
t c
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s
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e
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e
n
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c
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n
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ll re
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v
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 p

o
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b
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c
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n
d
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c
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n
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P

a
s
t p

e
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c
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 d
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a
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t c
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c
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p
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o
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, th

e
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v
e
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 p
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c
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h
e
n
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d
e
e

m
e
d
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a

y
 b

e
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o
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l c
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, c
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le
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e
 c

o
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c
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b

s
ite

 s
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 c
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v
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p
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 c
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b
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c
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p
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t b
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c
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 p
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 d

o
 n

o
t re

fle
c
t a

n
y
 m

a
n

a
g
e
m

e
n
t, c
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f d
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 c
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c
e

 o
f in

d
ic

e
s
 d
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 c
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c
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y b
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t p
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c
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c
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c
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e
 s

a
m

e
 a

s
 th
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 b
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t b
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 p
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t p
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r d
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 b
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c
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 p
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f p
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t c
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r d
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 d
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p
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 p
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y b
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 c
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 d
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p
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r m
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t b
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r p
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c
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 d

is
c
u
s
s
e
d
 in

 th
is

 re
p
o
rt.  D

o
 n

o
t a

s
s
u
m

e
 th

a
t a

n
y h

o
ld

in
g
s
 

m
e
n
tio

n
e
d
 w

e
re

, o
r w

ill b
e
, p

ro
fita

b
le

.  

S
o

u
rc

e
s
 o

f D
a
ta

M
a
te

ria
l in

 th
is

 re
p
o
rt h

a
s
 b

e
e
n
 o

b
ta

in
e
d
 fro

m
 s

o
u
rc

e
s
 th

a
t w

e
 b

e
lie

v
e
 to

 b
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 d
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p
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 d
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f m
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n
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r d
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c
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c
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 c
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r c

o
m

p
a
n
ie

s
. T

h
e
 

s
e
c
u
ritie

s
 o

f s
m

a
ll c

a
p
ita

liz
a
tio

n
 c
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 b
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b
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c
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 c
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 c
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 d
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 c
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 b
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t p
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e p

ro
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 b
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s o
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 d
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 b
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tran
sactio

n
s 

alo
n

g
 

w
ith

 
v

ario
u

s 
p
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b
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 o
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e m
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b
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ro
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 b
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 b
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p
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p
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s th
at h

av
e in

sid
er b

u
y

in
g

 

o
r 

co
m

p
an

y
 

rep
u

rch
ases, 

w
h

ich
 

h
av

e 
h

ad
 

h
isto

rical 
p

attern
s 

o
f 

o
u

tp
erfo

rm
an

ce after su
ch

 activ
ity

 h
as o

ccu
rred

.  T
h

e stren
g

th
 o

f th
is 

sig
n

al o
r lev

el o
f p

red
ictab

ility
 is d

eterm
in

ed
 b

y
 assessin

g
 th

e p
u

rch
asers 

ro
le at th

e firm
, th

e am
o

u
n

t p
u

rch
ased

 (ab
so

lu
te an

d
 relativ

e to
 ex

istin
g

 
h

o
ld

in
g

s), th
e p

u
rch

asers h
isto

rical track
 reco

rd
 after p

rio
r p

u
rch

ases, an
d

 
clu

ster o
r g

ro
u
p

 o
f p

u
rch

ases fro
m

 m
u

ltip
le in

sid
ers.  T

h
e firm

 in
d

icated
 

th
ere are ty

p
ically

 2
0

-4
0

 sto
ck

s p
er q

u
arter th

at are reg
u

larly
 id

en
tified

 
b

ased
 o

n
 th

is an
aly

sis. 
2

.
B

eh
a

vio
ra

l A
n

a
lysis �

O
n

ce th
e �sm

art in
sid

ers o
r co

m
p

an
ies� th

at h
av

e 

a su
ccessfu

l track
 reco

rd
 o

f b
u

y
in

g
 b

ack
 sto

ck
s at o

p
p

o
rtu

n
e tim

es h
av

e 
b

een
 id

en
tified

, th
e firm

 u
tilizes q

u
an

titativ
e m

etrics to
 ex

am
in

e v
ario

u
s 

p
attern

s 
(an

aly
st 

co
v

erag
e, 

m
u

ltip
le 

co
m

p
ressio

n
/ex

p
an

sio
n

, 
p
rice,

v
o

lu
m

e) 
th

at 
F

&
T

 
w

o
u

ld
 

v
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as 

b
ein

g
 

p
red

ictab
le 

o
r 

in
d

icativ
e 

o
f 
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eh
av

io
rs th

at h
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e led
 to
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u

tp
erfo

rm
an

ce.  A
n
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am

p
le cited

 b
y

 
F

&
T

 is th
e p
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ce to

 see a sto
ck

 d
ro

p
 fo

r ex
ten

d
ed
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erio

d
 rath

er th
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a 2

-3
 w

eek
 p

erio
d
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n
ju

n
ctio

n
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ith
 in

sid
er b

u
y
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g
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h
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n
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n
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n
d

itio
n
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g

 
p

erio
d
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(in
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p
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T
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b
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is p
h

ase o
f th

e p
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n
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e d
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o
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n
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ten
d

en
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g
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o
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n
g
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d
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n
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o
 early
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cco

rd
in

g
 to

 F
u
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T
h
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en
t p

ro
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0

0
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5
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o
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h
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o
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n
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n
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3
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e p
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&
T

 h
as ad

d
ed

 th
e 

m
ajo
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a d
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u
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0

0
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0
0

 b
asis p

o
in
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h

is 
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 d
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w

n
 in
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 p
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o
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A
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B
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S
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n
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 p
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n
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v
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D
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 m
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 b
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b
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h
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ro
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b
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.
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eab
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ro
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s p
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b
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t m
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e 
p

ro
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b
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e p
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em
en

t an
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c
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e b
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 reaso
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h
-

p
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p
o
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n
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er 
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g
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2
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F
u
n
d
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en
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d
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n
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relativ
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v
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n
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3
) 

S
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ck
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g
ers

3
0

%
 relativ
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g
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p
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T
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c
k
 R

e
c

o
rd

 R
e
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b
ility

A
lth

o
u

g
h

 th
e en

tire track
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 o
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y
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f th
e o

v
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v
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en
t p

h
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p

h
y
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G
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A

v
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e p
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rm

an
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0
0

5
 as b

ein
g

 
m

o
st 

rep
resen

tativ
e 

g
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en
 

th
e 

en
h
an

cem
en

ts 
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at 
w

ere m
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e to
 th

e p
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d
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o
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n
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n
 

p
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w
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g
 M
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o
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A
lth

o
u

g
h
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m

u
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n
d

 
h
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h
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o
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e 

S
M

A
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th
e 

in
v

estm
en

t 

ch
aracteristics, secto

r w
eig

h
tin

g
s, an

d
 retu

rn
s

after 
ad

ju
stin

g
 

fo
r 

th
e 

m
u

tu
al 

fu
n

d
 

ex
p

en
se 

ratio
s 

are
sim

ilar.  D
isp

ersio
n

 b
etw

een
 b

o
th

 v
eh

icles h
as n

o
t 

b
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h
ig

h
 an

d
 G

IM
A

co
n

sid
ers th

e F
u
n

d
 an

d
 S

M
A

to
 b

e clo
n

es o
f each

 o
th

er. 
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 b
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 p
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 b
y

 1
1
 

o
fficers an

d
 d

irecto
rs o

f th
e firm

.

S
m

all 
C

ap
 

V
alu

e 
(A

U
M

 
$

1
.7

 
b

illio
n

 
as 

o
f 

9
/3

0
/2

0
1

4
) 

acco
u

n
ts 

fo
r 

th
e 

m
ajo

rity
 th

e o
rg

an
izatio

n
�s assets.  A

sid
e fro

m
 S

m
all V

alu
e, th

e firm
 m

an
ag

es 
th

e 
fo

llo
w

in
g

 
p

ro
d

u
cts: 

S
m

all 
G

ro
w

th
 

(F
red

 
S

tan
sk

e 
-

P
M

), 
S

m
all 

C
o

re 

(D
av

id
 P

o
tter/F

red
 S

tan
sk

e -
C

o
P

M
s), M

icro
 C

o
re (F

red
 S

tan
sk

e-P
M

), L
arg

e 
C

ap
 C

o
re �

B
eh

av
io

ral A
d

v
an

tag
e (P

M
 -

R
aife G

io
v

in
azzo

), an
d

 tw
o

 M
ark

et 
N

eu
tral p

ro
d

u
cts (P

M
 -

R
ay

m
o

n
d

 L
in

).  S
m

all C
ap

 C
o

re is a 5
0

/5
0

 carv
e o

u
t 

o
f S

m
all V

alu
e

an
d

 S
m

all G
ro

w
th

.  R
o

u
g

h
ly

 $
2

0
0

 m
illio

n
 o

f S
m

all V
alu

e�s 
assets are h

eld
 in

 th
e S

m
all C

o
re p

ro
d

u
ct.

B
u

s
in

e
s
s
 P

la
n

A
cco

rd
in

g
 

to
 

F
&

T
, 

th
e 

o
rg

an
izatio

n
 

p
lan

s
to

 
g

ro
w

 
assets

acro
ss 

ex
istin

g
 

strateg
ies w

ith
n

o
 im

m
ed

iate p
lan

s to
 o

ffer an
y

 n
ew

 o
p

tio
n

s.
F

u
ller &

 T
h

aler 
is fo

cu
sin

g
 its m

ark
etin

g
 an

d
 sales effo

rts o
n

 m
u

ltip
le d

istrib
u

tio
n

 ch
an

n
els.  

T
h

e tw
o

 m
o

st sig
n

ifican
t m

ark
etin

g
 effo

rts in
clu

d
e b

o
th

 in
stitu

tio
n

al an
d

 retail 
ch

an
n

els. 
 

T
h

e 
retail 

ch
an

n
el 

is 
p

rim
arily

 
ap

p
ro

ach
ed

 
w

ith
 

th
e 

F
&

T
�s

d
istrib

u
tio

n
 p

artn
er, JP

 M
o

rg
an

 A
sset M

an
ag

em
en

t. F
&

T
is th

e su
b

-ad
v

iso
r 

fo
r

th
e �U

n
d

isco
v

ered
 M

an
ag

ers B
eh

av
io

ral V
alu

e� m
u

tu
al fu

n
d
.

L
e
g

a
l/C

o
m

p
lia

n
c
e

F
u

ller &
 T

h
aler�s last ro

u
tin

e S
E

C
 ex

am
in

atio
n

 w
as in

 2
0

0
6

. A
cco

rd
in

g
 to

 th
e 

firm
, th

ere w
ere n

o
 m

aterial fin
d

in
g

s.
In

 A
u

g
u

st 2
0

0
7

, th
e firm

 w
as au

d
ited

 b
y

 th
e N

atio
n

al F
u

tu
res A

sso
ciatio

n
 

(N
F

A
) 

w
h

o
 

fo
u

n
d

 
a 

m
in

o
r 

d
eficien

cy
, 

w
h

ich
 

acco
rd

in
g

 
to

 
F

&
T

, 
w

as 
co

rrected
.

H
ead

 T
rad

er, F
ern

an
d

o
 V

illeg
as, an

d
 C

F
O

/C
C

O
 &

 H
ead

 o
f L

eg
al, H

an
n

a 

Z
an

o
n

i, seem
ed

 to
 h

av
e a

firm
 g

rasp
 o

f th
eir areas o

f resp
o

n
sib

ility
.  

S
u

m
m

a
ry

 o
f B

u
s
in

e
s
s
 S

tru
c
tu

re
 O

p
in

io
n

G
IM

A
h

as a
fav

o
rab

le v
iew

o
f

F
&

T
�s b

u
sin

ess stru
ctu

re g
iv

en
 a co

m
b
in

atio
n
 

o
f lo

w
 p

erso
n

n
el tu

rn
o

v
er, recen

t asset g
ro

w
th

, stro
n

g
 co

m
p

lian
ce cu

ltu
re, 

an
d

 
eq

u
ity

 
o

w
n

ersh
ip

 
th

at 
is 

b
ro

ad
ly

 
d

istrib
u

ted
 

am
o

n
g

st 
th

e 
firm

�s 
em

p
lo

y
ees.

T
h

e m
ajo

rity
 o

f th
e firm

�s assets are co
n

cen
trated

 in
 sm

all
v

alu
e, w

h
ich

 h
as 

seen
 sig

n
ifican

t asset g
ro

w
th

 in
 recen

t y
ears. If relativ

e p
erfo

rm
an

ce w
an

es, 
th

e firm
 co

u
ld

 ex
p

erien
ce an

 elev
ated

 lev
el o

f clien
t o

u
tflo

w
s.

D
av

id
 P

o
tter

h
o

ld
s less th

an
 8

%
 o

f th
e firm

�s eq
u

ity
, b

u
t is o

v
erseein

g
 a 

p
ro

d
u

ct 
th

at 
h

as 
a 

m
aterial 

im
p

act 
o

n
 
firm

 
rev

en
u

es, 
w

h
ich

 
is 

so
m

ew
h

at 
co

n
cern

in
g

.  H
e co

u
ld

 b
e a lift o

u
t can

d
id

ate fo
r a larg

er firm
.

H
o

w
ev

er, th
e 

co
n

cern
 is so

m
ew

h
at m

itig
ated

 b
y

 th
e fact h

e h
as b

een
 w

ith
 firm

 fo
r n

early
 

ten
 y

ears, seem
s q

u
ite co

n
ten

t w
ith

 h
is cu

rren
t ro

le, an
d

 d
id

 n
o

t ex
p

ress an
y

 
co

n
cern

 ab
o

u
t ex

istin
g

 co
m

p
en

satio
n

. 

F
&

T
assets d

eclin
ed

 m
aterially

 in
 2

0
0

8
 asid

e fro
m

 th
e m

ark
et d

o
w

n
tu

rn
.  T

h
e 

firm
 h

ad
 m

an
ag

ed
 an

 in
tern

atio
n

al p
ro

d
u

ct fo
r an

 in
stitu

tio
n

al clien
t th

at
w

as 
term

in
ated

 at th
e en

d
 o

f th
at y

ear.
A

s a resu
lt, $

1
.4

 b
illio

n
 left th

e firm
 in

 
2

0
0

8
.  T

h
is strateg

y
 w

as m
o

re q
u

an
titativ

ely
 fo

cu
sed

 an
d

 w
as m

an
ag

ed
 b

y
 a 

d
ifferen

t 
team

 
th

at 
is 

n
o

 
lo

n
g

er 
w

ith
 

th
e 

F
&

T
.

A
cco

rd
in

g
 to

 F
&

T
, th

e strateg
y

 w
as n

o
t liq

u
id

ated
 

b
ecau

se o
f p

erfo
rm

an
ce issu

es.  
S

in
ce th

e
en

d
 o

f 
2

0
0

8
, firm

 assets h
av

e reco
v

ered
.  

O
th

e
r K

e
y
 F

a
c
to

rs

In
c
e
n

tiv
e
s
/A

lig
n

m
e
n

t o
f In

te
re

s
ts

F
u

ller 
&

 
T

h
aler

in
v

estm
en

t 
p

ro
fessio

n
als 

are 
co

m
p

en
sated

 
th

ro
u

g
h

 
a 

co
m

b
in

atio
n
 

o
f 

salary
, 

in
cen

tiv
e 

b
o

n
u

s 
an

d
 

eq
u

ity
 

p
articip

atio
n

. 
 

T
h
e 

b
o

n
u

ses co
rrelate h

ig
h

ly
 w

ith
 o

v
erall firm

 rev
en

u
es, 

are su
b

jectiv
e in

 n
atu

re, an
d

 n
o

t tied
 to

 p
erfo

rm
an

ce 

in
 a g

iv
en

 y
ear. B

o
n

u
ses an

d
 eq

u
ity

 d
istrib

u
tio

n
 are 

d
eterm

in
ed

 b
y

 co
m

p
en

satio
n

 an
d

 sto
ck

 co
m

m
ittees 

w
ith

 
in

p
u

t 
fro

m
 
v

ario
u

s 
m

an
ag

ers 
th

ro
u
g

h
o

u
t 

th
e 

o
rg

an
izatio

n
. 

T
h

e 
firm

 
h

as 
E

x
ecu

tiv
e 

S
to

ck
 

P
u
rch

ase 
an

d
 

D
eferred

 
C

o
m

p
en

satio
n

 
p

lan
s 

th
at 

allo
w

 
k
ey

 

p
ro

fessio
n

als 
to

 
acq

u
ire 

eq
u

ity
 

in
 

th
e 

firm
 

an
d

 
receiv

e d
eferred

 co
m

p
en

satio
n

 at retirem
en

t.  F
o
r a 

k
ey

 p
ro

fessio
n

al w
h

o
 h

as b
een

 w
ith

 th
e firm

 fo
r 5

 

y
ears o

r m
o

re, th
e v

alu
e o

f th
ese b

en
efits m

ay
 b

e a 
larg

e p
art o

f h
is/h

er n
et w

o
rth

.

O
w

n
e
rs

h
ip

 A
n

d
 P

a
re

n
t C

o
m

p
a
n

y

N
a
m

e
 o

f O
w

n
e
r

P
e
rc

e
n

t O
w

n
e
d

R
u
s
s
e
ll F

u
lle

r
3
5
%

1
1

o
ffic

e
rs

 &
 d

ire
c
to

rs
6
5

%

P
u

b
lic

ly
 T

ra
d

e
d

T
ic

k
e
r S

y
m

b
o

l

N
o

N
/A

S
o
u
rc

e
:  F

u
lle

r &
 T

h
a
le

r,
G

IM
A

 A
s

s
e

ts
 U

n
d

e
r M

a
n

a
g

e
m

e
n

t ($
M

illio
n

s
)

Y
e
a
r

F
irm

S
tra

te
g

y
F

u
n

d

3
Q

 2
0
1

5
$
4
,3

0
0

$
3
,3

0
0

$
2
,7

0
0

2
0
1
4

$
3
,0

8
6

$
2
,2

0
0

$
1
,6

0
0

2
0
1
3

$
1
,9

7
7

$
9
6
6

$
6
7
4

2
0
1
2

$
1
,1

2
2

$
2
6
8

$
8
3

2
0
1
1

$
9
7
6

$
1
8
5

$
2
7

2
0
1
0

$
1
,1

6
8

$
2
2
1

$
3
6

2
0
0
9

$
1
,0

0
2

$
2
2
5

$
3
6

S
o
u
rc

e
:  F

u
lle

r &
 T

h
a
le

r,
G

IM
A



F
U

L
L

E
R

 &
 T

H
A

L
E

R
 S

M
A

L
L

 C
A

P
 V

A
L

U
E

/ U
N

D
IS

C
O

V
E

R
E

D
 M

A
N

A
G

E
R

S
 B

E
H

A
V

IO
R

A
L
 V

A
L

U
E

 F
U

N
D

N
O

V
E

M
B

E
R

 3
0

, 2
0

1
57

O
P

IN
IO

N
 O

V
E

R
V

IE
W

 D
E

S
C

R
IP

T
IO

N

In
v
e
s
tm

e
n

t C
a
p

a
b

ilitie
s

�
R

e
p
re

s
e
n
ts

 G
IM

A
�s

 o
p
in

io
n
 o

f th
e
 in

v
e
s
tm

e
n
t m

a
n
a
g
e

r�s
 in

v
e
s
tm

e
n
t c

a
p
a
b
ilitie

s
 w

ith
 re

s
p
e
c
t to

 th
e
 p

ro
d
u
c
t u

n
d
e
r e

v
a
lu

a
tio

n
.  

T
h
is

 s
e
c
tio

n
 c

o
v
e
rs

 th
e
 a

re
a
s
 o

f q
u
a
lity o

f in
v
e
s
tm

e
n
t p

ro
fe

s
s
io

n
a
ls

, p
o
rtfo

lio
 m

a
n
a
g
e
m

e
n
t, re

s
e
a
rc

h
 a

n
d
 p

ro
c
e
s
s
 e

x
e
c
u
tio

n
.  A

s
 th

e
s
e
 a

re
a
s
 a

re
 n

o
t

m
u
tu

a
lly e

x
c
lu

s
iv

e
, b

u
t ra

th
e
r in

te
rre

la
te

d
, it is

 im
p
o
rta

n
t to

 re
n

d
e
r a

 c
o
h
e
s
iv

e
 o

p
in

io
n
 o

n
 th

e
s
e
 a

re
a
s
 o

f a
n
 o

rg
a
n
iz

a
tio

n
. 

T
h
is

 s
e
c
tio

n
 h

a
s
 th

re
e
 p

o
te

n
tia

l 
o
p
in

io
n
 o

u
tc

o
m

e
s
: 

A
b

o
v
e
 
A

v
e

ra
g

e
, 

A
v
e

ra
g

e
 a

n
d

N
e
e
d

s
 Im

p
ro

v
e

m
e
n

t.
A

b
o

v
e
 
A

v
e

ra
g

e
c
o
n
v
e

ys
 th

a
t G

IM
A

h
a
s
 a

 h
ig

h
 d

e
g
re

e
 o

f c
o
n
fid

e
n
c
e
 a

n
d

 
c
o
n
v
ic

tio
n
 in

 a
 m

a
n
a
g
e
r�s

 in
v
e
s
tm

e
n
t c

a
p
a
b
ilitie

s
.  A

n
 o

p
in

io
n
 o

f A
v
e

ra
g

e
d
e
n
o
te

s
 th

a
t, w

h
ile

 G
IM

A
h
a
s
 a

 g
e
n
e
ra

lly fa
v
o
ra

b
le

 v
ie

w
, it m

a
y h

a
v
e

 s
o
m

e
 

c
o
n
c
e
rn

s
 a

b
o
u
t th

e
 in

v
e
s
tm

e
n
t m

a
n
a
g
e
r�s

 in
v
e
s
tm

e
n
t c

a
p
a
b
ilitie

s
.  A

n
 o

p
in

io
n
 ra

tin
g
 o

f N
e
e
d

s
 Im

p
ro

v
e

m
e

n
t

g
e
n
e

ra
lly in

d
ic

a
te

s
 th

a
t G

IM
A

h
a
s
 m

a
te

ria
l 

c
o
n
c
e
rn

s
 a

b
o
u
t th

e
 in

v
e
s
tm

e
n
t m

a
n
a
g
e
r�s

 o
v
e
ra

ll in
v
e
s
tm

e
n
t c

a
p
a
b
ilitie

s
.  F

o
r e

x
a
m

p
le

, th
is

 c
o
u
ld

 b
e
 th

e
 re

s
u
lt o

f s
iz

a
b
le

 p
e
rs

o
n
n
e
l d

e
p
a
rtu

re
s
, p

o
o
r 

e
x
e
c
u
tio

n
 o

f s
ta

te
d
 in

v
e
s
tm

e
n
t d

is
c
ip

lin
e
 o

r a
 lim

ite
d
 re

s
e
a
rc

h
 e

ffo
rt.

B
u

s
in

e
s
s
 E

v
a
lu

a
tio

n
-

R
e
p
re

s
e
n
ts

 G
IM

A
�s

 o
p
in

io
n
 o

f th
e
 s

ta
te

 o
f th

e
 in

v
e

s
tm

e
n
t m

a
n
a
g
e
r�s

 o
v
e
ra

ll b
u
s
in

e
s
s
 c

o
n
d
itio

n
.  T

h
is

 a
re

a
 re

v
ie

w
s
 ite

m
s
 s

u
c
h
 a

s
 

o
w

n
e
rs

h
ip

 s
tru

c
tu

re
, tre

n
d
s
 in

 a
s
s
e
ts

 u
n
d
e
r m

a
n

a
g
e
m

e
n
t, le

g
a
l a

n
d
/o

r c
o
m

p
lia

n
c
e
 is

s
u
e
s
, in

v
e
s
tm

e
n
t p

ro
fe

s
s
io

n
a
l in

c
e
n
tiv

e
s
 a

n
d
 tra

d
in

g
 p

o
lic

ie
s
. T

h
is

 a
re

a
 

h
a
s
 th

re
e
 p

o
te

n
tia

l o
p
in

io
n
 o

u
tc

o
m

e
s
: A

b
o

v
e
 A

v
e
ra

g
e
, A

v
e

ra
g

e
 a

n
d

N
e
e
d

s
 Im

p
ro

v
e

m
e

n
t.

A
b

o
v
e

 A
v
e

ra
g

e
c
o
n

v
e
ys

 th
a
t G

IM
A

h
a
s
 a

 h
ig

h
 d

e
g
re

e
 o

f 
c
o
n
fid

e
n
c
e
 a

n
d
 c

o
n
v
ic

tio
n
 in

 a
 m

a
n
a
g
e
r�s

 o
v
e
ra

ll b
u

s
in

e
s
s
 s

tru
c
tu

re
 a

n
d
 b

e
lie

v
e
s
 th

a
t th

e
re

 a
re

 lim
ite

d
 to

 n
o
 m

a
te

ria
l is

s
u
e
s
.  A

n
 o

p
in

io
n
 o

f A
v
e
ra

g
e

d
e
n
o
te

s
 th

a
t, w

h
ile

 G
IM

A
h
a
s
 a

 g
e
n
e
ra

lly fa
v
o
ra

b
le

 v
ie

w
, it m

a
y h

a
v
e
 s

o
m

e
 c

o
n
c
e
rn

s
 a

b
o
u
t th

e
 in

v
e
s
tm

e
n
t m

a
n
a
g
e
r�s

 b
u
s
in

e
s
s
 s

tru
c
tu

re
.  A

n
 o

p
in

io
n
 ra

tin
g

 
o
f

N
e
e
d

s
 Im

p
ro

v
e

m
e
n

t
g
e
n

e
ra

lly
 in

d
ic

a
te

s
 th

a
t G

IM
A

h
a
s
 m

a
te

ria
l c

o
n
c
e
rn

s
 a

b
o
u
t th

e
 in

v
e
s
tm

e
n
t m

a
n
a
g
e
r�s

 o
v
e
ra

ll b
u
s
in

e
s
s
 s

tru
c
tu

re
.  F

o
r e

x
a
m

p
le

, th
is

 
c
o
u
ld

 b
e
 th

e
 re

s
u
lt o

f w
h
a
t w

e
 b

e
lie

v
e
 to

 b
e
 m

a
te

ria
l le

g
a
l a

n
d
/o

r c
o
m

p
lia

n
c
e
 is

s
u
e
s
, m

a
te

ria
l a

s
s
e
t lo

s
s
, o

w
n
e
rs

h
ip

 is
s
u
e
s
 o

r in
e
ffe

c
tiv

e
 in

c
e
n
tiv

e
s
 fo

r th
e

 
in

v
e
s
tm

e
n
t p

ro
fe

s
s
io

n
a
ls

.

S
h

o
rt-T

e
rm

 &
 L

o
n

g
-T

e
rm

 P
e
rfo

rm
a
n

c
e
 A

n
a
ly

s
is

�
T

h
e
 o

p
in

io
n
 fo

r p
e
rfo

rm
a
n
c
e
 is

 b
ro

k
e
n
 in

to
 tw

o
 c

o
m

p
o
n
e
n
ts

:  1
)

S
h
o
rt-T

e
rm

 P
e
rfo

rm
a

n
c
e
 A

n
a
lys

is
 

re
p
re

s
e
n
ts

 G
IM

A
�s

 o
p
in

io
n
 o

f th
e
 in

v
e
s
tm

e
n
t p

ro
d
u

c
t�s

 p
e
rfo

rm
a
n
c
e
 typ

ic
a
lly o

v
e

r a
 tim

e
 p

e
rio

d
 o

f th
e

 tra
ilin

g
 th

re
e
 ye

a
rs

 o
r le

s
s
, 2

) L
o

n
g
-T

e
rm

 P
e
rfo

rm
a

n
c
e

 
A

n
a
lys

is
 re

p
re

s
e
n
ts

 G
IM

A
�s

 o
p
in

io
n
 o

f th
e
 in

v
e
s
tm

e
n

t p
ro

d
u
c
t�s

 p
e
rfo

rm
a

n
c
e
 typ

ic
a
lly o

v
e
r a

 tim
e
 p

e
rio

d
 o

f m
o
re

 th
a
n
 th

e
 tra

ilin
g
 th

re
e
 ye

a
rs

.  T
h

e
s
e
 a

re
a

s
 

h
a
v
e
 th

re
e
 p

o
te

n
tia

l o
p
in

io
n
 o

u
tc

o
m

e
s
: A

b
o

v
e

 E
x
p

e
c
ta

tio
n

s
, In

-L
in

e
 a

n
d

B
e
lo

w
 E

x
p

e
c
ta

tio
n

s
.

A
b

o
v
e

 E
x

p
e
c
ta

tio
n

s
c
o
n
v
e

ys
 th

a
t G

IM
A

b
e
lie

v
e
s
 th

e
 

in
v
e
s
tm

e
n
t p

ro
d

u
c
t h

a
s
 p

e
rfo

rm
e
d
 b

e
tte

r th
a
n
 e

x
p
e
c
te

d
 g

iv
e
n
 in

v
e
s
tm

e
n
t b

ia
s
e
s
 a

n
d
 m

a
rk

e
t c

o
n

d
itio

n
s
, w

h
ile

 a
n

 o
p
in

io
n
 o

f In
-L

in
e

d
e
n
o
te

s
 th

a
t G

IM
A

b
e
lie

v
e
s
 th

e
 in

v
e
s
tm

e
n
t p

ro
d

u
c
t h

a
s
 p

e
rfo

rm
e
d
 a

s
 e

x
p

e
c
te

d
 g

iv
e
n
 in

v
e
s
tm

e
n
t b

ia
s
e
s
 a

n
d
 m

a
rk

e
t c

o
n
d
itio

n
s
.  A

 ra
tin

g
 o

f In
-L

in
e

s
h
o

u
ld

 n
o
t b

e
 in

te
rp

re
te

d
 

n
e
g
a
tiv

e
ly, b

u
t ra

th
e
r th

a
t th

e
 in

v
e
s
tm

e
n
t p

ro
d
u
c
t is

 p
e
rfo

rm
in

g
 a

s
 e

x
p
e
c
te

d
.  A

n
 o

p
in

io
n
 ra

tin
g
 o

f B
e
lo

w
 E

x
p

e
c
ta

tio
n

s
g
e

n
e
ra

lly in
d
ic

a
te

s
 th

a
t G

IM
A

h
a
s
 

c
o
n
c
e
rn

s
 a

b
o
u
t th

e
 in

v
e
s
tm

e
n
t p

ro
d
u
c
t�s

 o
v
e
ra

ll in
v
e
s
tm

e
n
t p

e
rfo

rm
a
n
c
e
 g

iv
e
n
 o

u
r k

n
o
w

le
d

g
e
 o

f th
e
 in

v
e

s
tm

e
n
t m

a
n
a
g
e
r�s

 p
ro

c
e
s
s
 a

n
d
 th

e
 o

v
e

ra
ll m

a
rk

e
t 

c
o
n
d
itio

n
s
.

T
ra

c
k
 R

e
c

o
rd

 R
e
lia

b
ility

�
R

e
p
re

s
e
n
ts

 G
IM

A
�s

 o
p
in

io
n
 o

f th
e
 o

v
e
ra

ll in
te

g
rity

 o
f th

e
 in

v
e
s
tm

e
n
t p

e
rfo

rm
a
n
c
e
 d

is
p
la

y
e
d
 to

 c
lie

n
ts

 o
r p

o
te

n
tia

l c
lie

n
ts

.  T
h
is

 
a
re

a
 ta

k
e
s
 in

to
 c

o
n
s
id

e
ra

tio
n
 ite

m
s
 s

u
c
h
 a

s
 p

o
rtfo

lio
 m

a
n
a
g
e
r te

n
u
re

 o
n
 a

 re
s
p
e
c
tiv

e
 s

tra
te

g
y, c

o
n
s
tru

c
tio

n
 o

f th
e
 p

e
rfo

rm
a
n
c
e
 c

o
m

p
o

s
ite

, a
n
d
 c

o
n
s
is

te
n
c
y
 

in
 th

e
 e

x
e
c
u
tio

n
 o

f a
 s

ta
te

d
 in

v
e
s
tm

e
n
t p

ro
c
e
s
s
.  T

h
is

 a
re

a
 h

a
s
 th

re
e
 p

o
te

n
tia

l o
p
in

io
n
 o

u
tc

o
m

e
s
: H

ig
h

, M
o

d
e
ra

te
 a

n
d

L
o

w
.

H
ig

h
c
o
n
v
e

ys
 th

a
t G

IM
A

b
e
lie

v
e
s
 th

e
 in

v
e
s
tm

e
n
t p

e
rfo

rm
a

n
c
e
 tra

c
k
 re

c
o
rd

 h
a

s
 a

 h
ig

h
 d

e
g
re

e
 o

f in
te

g
rity a

n
d
 is

 re
p
re

s
e
n
ta

tiv
e
 o

f w
h
a
t in

v
e
s
to

rs
 c

o
u
ld

e
x
p
e
c
t o

v
e
r tim

e
, w

h
ile

 a
n

 
o
p
in

io
n
 o

f M
o

d
e
ra

te
 d

e
n

o
te

s
 th

a
t G

IM
A

m
a

y
 h

a
v
e

 s
o
m

e
 c

o
n
c
e
rn

s
 a

s
 it re

la
te

s
 to

 th
e
 h

is
to

ric
a
l p

e
rfo

rm
a
n
c
e
 tra

c
k
 re

c
o
rd

.  A
n
 o

p
in

io
n
 ra

tin
g
 o

f L
o

w
g
e
n
e
ra

lly
 

in
d
ic

a
te

s
 th

a
t G

IM
A

h
a
s
 m

a
te

ria
l c

o
n
c
e
rn

s
 a

b
o
u
t th

e
 in

v
e
s
tm

e
n
t p

ro
d
u
c
t�s

 h
is

to
ric

a
l p

e
rfo

rm
a
n
c
e
 tra

c
k
 re

c
o
rd

.  F
o
r e

x
a
m

p
le

, if a
n
 in

v
e
s
tm

e
n
t p

ro
d
u
c
t h

a
s
 

h
a
d
 a

 lo
n
g
 s

ta
n
d
in

g
 p

o
rtfo

lio
 m

a
n

a
g
e
r th

a
t h

a
s
 d

e
liv

e
re

d
 s

o
lid

 p
e
rfo

rm
a
n
c
e
 re

s
u
lts

 o
v
e
r th

e
 la

s
t fiv

e
 y

e
a
rs

 re
la

tiv
e
 to

 a
 b

e
n
c
h
m

a
rk

 a
n
d
 th

e
 p

o
rtfo

lio
 m

a
n

a
g
e

r 
is

 re
p
la

c
e
d
 b

y a
 n

e
w

 p
o
rtfo

lio
 m

a
n
a
g
e
r th

a
t in

s
tills

 a
 n

e
w

 in
v
e
s
tm

e
n
t p

ro
c
e
s
s
, G

IM
A

m
a
y c

o
n
s
id

e
r th

e
 h

is
to

ric
a
l p

e
rfo

rm
a
n
c
e
 tra

c
k
 re

c
o
rd

 to
 b

e
 n

o
n
-

re
p
re

s
e
n
ta

tiv
e
 o

f th
e
 n

e
w

 in
v
e
s
tm

e
n
t d

is
c
ip

lin
e
.   

E
x
p

e
c
te

d
 B

e
n

c
h

m
a
rk

 S
e
n

s
itiv

ity
�

R
e

p
re

s
e
n
ts

 G
IM

A
�s

 o
p
in

io
n
 o

f h
o
w

 c
lo

s
e
ly a

n
 in

v
e
s
tm

e
n
t p

ro
d
u
c
t�s

 p
e
rfo

rm
a
n

c
e
 is

 e
x
p
e
c
te

d
 to

 �tra
c
k
� th

e
 in

v
e
s
tm

e
n

t 
p
e
rfo

rm
a
n
c
e
 o

f G
IM

A
�s

 d
e
s
ig

n
a
te

d
 p

e
rfo

rm
a

n
c
e
 b

e
n
c
h
m

a
rk

 fo
r a

 p
a
rtic

u
la

r in
v
e
s
tm

e
n
t p

ro
d
u
c
t.  T

h
is

 a
re

a
 e

v
a
lu

a
te

s
 th

e
 h

is
to

ric
a
l in

v
e
s
tm

e
n
t p

e
rfo

rm
a
n
c
e
 

tra
c
k
in

g
 
o
f 

a
 
g
iv

e
n
 
in

v
e
s
tm

e
n
t 

p
ro

d
u
c
t 

re
la

tiv
e
 
to

 
a
 
re

s
p
e
c
tiv

e
 
b
e
n
c
h
m

a
rk

 
a
s
 
w

e
ll 

a
s
 
th

e
 
in

v
e
s
tm

e
n
t 

m
a

n
a
g
e
r�s

 
c
u
rre

n
t 

a
p
p
ro

a
c
h
 
to

 
a
c
tiv

e
 
p
o
rtfo

lio
 

m
a
n
a
g
e
m

e
n
t.  In

 e
v
a
lu

a
tin

g
 b

e
n

c
h
m

a
rk

 s
e
n
s
itiv

ity
, G

IM
A

w
ill u

s
e

 re
le

v
a
n
t s

ta
tis

tic
a
l m

e
a
s
u
re

s
 s

u
c
h
 a

s
 tra

c
k
in

g
 e

rro
r a

n
d

 R
-S

q
u
a
re

d
 a

s
 w

e
ll a

s
 p

o
rtfo

lio
 

c
o
n
s
tru

c
tio

n
 g

u
id

e
lin

e
s
 s

u
c
h
 a

s
 e

c
o
n
o
m

ic
 s

e
c
to

r c
o
n

s
tra

in
ts

 a
n
d
 b

e
n
c
h
m

a
rk

 re
la

tiv
e
 p

o
s
itio

n
 s

iz
in

g
.    T

h
is

 a
re

a
 h

a
s
 th

re
e
 p

o
te

n
tia

l o
p
in

io
n
 o

u
tc

o
m

e
s
: H

ig
h

, 
M

o
d

e
ra

te
 a

n
d

L
o

w
.  In

 G
IM

A
�s

 o
p
in

io
n
, H

ig
h

c
o
n
v
e

ys
 th

a
t a

 p
ro

d
u
c
t is

 a
n
tic

ip
a
te

d
 to

 b
e
 m

a
n
a
g
e
d

 w
ith

 a
 h

ig
h
 d

e
g
re

e
 o

f e
m

p
h
a
s
is

 o
n
 its

 b
e
n
c
h
m

a
rk

 w
ith

 
re

la
tiv

e
ly tig

h
t c

o
n
tro

l o
v
e
r th

e
 p

ro
d
u
c
t�s

 a
c
tiv

e
 w

e
ig

h
ts

 re
la

tiv
e
 to

 th
a
t b

e
n
c
h
m

a
rk

.  H
ig

h
 b

e
n
c
h
m

a
rk

 s
e
n
s
itiv

ity d
o
e

s
 n

o
t m

e
a
n
 w

id
e

 d
e
v
ia

tio
n
s
 fro

m
 th

e
 

b
e
n
c
h
m

a
rk

 w
ill n

o
t h

a
p
p
e
n
, b

u
t th

a
t th

e
 in

v
e
s
tm

e
n
t m

a
n
a
g
e
r s

e
e
k
s
 to

 re
d
u
c
e
 th

e
m

.  M
o

d
e
ra

te
c
o
n
v
e

ys
 th

a
t a

 p
ro

d
u
c
t�s

 m
a
n
a
g
e
m

e
n
t is

 a
n
tic

ip
a
te

d
 to

 h
a
v
e

 
s
o
m

e
 a

m
o
u
n
t o

f b
e
n
c
h
m

a
rk

 s
e
n
s
itiv

ity, b
u
t is

 a
b
le

 to
 m

a
k
e
 m

e
a
n
in

g
fu

l, b
u
t c

o
n
tro

lle
d
, a

llo
c
a
tio

n
s
 a

w
a

y
fro

m
 a

 b
e

n
c
h
m

a
rk

.  L
o

w
d
e
n
o
te

s
 th

a
t a

 p
ro

d
u
c
t 

p
la

c
e
s
 little

 to
 n

o
 e

m
p
h
a
s
is

 o
n
 its

 a
s
s
ig

n
e
d
 b

e
n

c
h
m

a
rk

.  P
e

rfo
rm

a
n
c
e
 fro

m
 a

 m
o
n
th

-to
-m

o
n
th

 a
n
d
 y

e
a
r-to

-y
e
a

r b
a
s
is

 m
a

y d
e
v
ia

te
 s

ig
n
ific

a
n
tly fro

m
 its

 
b
e
n
c
h
m

a
rk

.  

E
x
p

e
c
te

d
 P

o
rtfo

lio
 T

u
rn

o
v
e
r

-
R

e
p
re

s
e
n
ts

 G
IM

A
�s

o
p
in

io
n
 o

f h
o
w

 a
c
tiv

e
ly th

e
 p

o
rtfo

lio
 is

 m
a
n
a
g
e
d
 fro

m
 th

e
 p

e
rs

p
e
c
tiv

e
 o

f tra
d
in

g
 a

c
tiv

ity (p
u

rc
h
a
s
e
s
, 

s
a
le

s
, a

d
d
itio

n
s
, trim

s
, e

tc
.).  W

e
 d

o
 n

o
t v

ie
w

 th
e
s
e
 ra

tin
g
s
 p

o
s
itiv

e
ly o

r n
e
g
a
tiv

e
ly, b

u
t re

n
d
e

r a
n
 o

p
in

io
n
 fo

r th
is

 c
a
te

g
o
ry

 s
o
 F

in
a
n
c
ia

l A
d
v
is

o
rs

 o
r P

riv
a
te

 
W

e
a
lth

 A
d
v
is

o
rs

 a
n
d
 c

lie
n
ts

 h
a
v
e
 s

o
m

e
 id

e
a
 a

s
 to

 th
e
 o

v
e
ra

ll le
v
e
l o

f a
c
tiv

ity th
a
t ta

k
e
s
 p

la
c
e
 in

 a
 g

iv
e
n
 p

o
rtfo

lio
.  H

ig
h
 a

c
tiv

ity
 m

a
y
 re

s
u
lt in

 a
 p

o
rtfo

lio
 th

a
t is

 
le

s
s
 ta

x
-e

ffic
ie

n
t fo

r ta
x
a

b
le

 c
lie

n
ts

, w
h
e

re
a
s
 L

o
w

 a
c
tiv

ity m
a

y re
s
u
lt in

 a
 m

o
re

ta
x
 e

ffic
ie

n
t p

o
rtfo

lio
 fo

r ta
x
a

b
le

 c
lie

n
ts

.  T
h
is

 a
re

a
 h

a
s
 th

re
e
 p

o
te

n
tia

l o
p

in
io

n
 

o
u
tc

o
m

e
s
: H

ig
h

, M
o

d
e
ra

te
 a

n
d

L
o

w
.   In

 G
IM

A
�s

 o
p
in

io
n
, H

ig
h

c
o
n
v
e

ys
 a

n
 in

v
e
s
tm

e
n
t p

ro
d
u
c
t th

a
t is

 lik
e
ly to

 h
a
v
e

 m
o
re

 th
a
n
 9

0
%

 tu
rn

o
v
e
r o

n
 a

n
 a

n
n
u
a
l 

b
a
s
is

, w
h
ile

 M
o

d
e
ra

te
in

d
ic

a
te

s
 e

x
p
e
c
te

d
 a

n
n
u
a
l p

o
rtfo

lio
 tu

rn
o
v
e
r in

 th
e

 ra
n
g
e

 o
f 3

0
%

 -
9
0

%
 a

n
d
 L

o
w

in
d
ic

a
te

s
 e

x
p
e
c
te

d
 a

n
n
u
a
l p

o
rtfo

lio
 tu

rn
o
v
e

r o
f le

s
s
 

th
a
n
 3

0
%

. 

D
E

F
IN

IT
IO

N
S

  

S
u

b
-S

ty
le

s
:

S
u
b
je

c
tiv

e
 
c
la

s
s
ific

a
tio

n
s
 
d
e
s
ig

n
e
d
 
to

 
a
s
s
is

t 
w

ith
 
m

a
n
a
g
e
r 

s
e
le

c
tio

n
 
a
n
d
 
p
e
rfo

rm
a
n
c
e
 
e
v
a
lu

a
tio

n
 
b
a
s
e
d
 
o
n
 
G

lM
A

�s
u
n
d
e
rs

ta
n
d
in

g
 
o
f 

a
 

m
a
n
a
g
e
r�s

 lo
n
g
-te

rm
 in

v
e
s
tm

e
n
t p

h
ilo

s
o
p
h
y
 a

n
d

 p
o
rtfo

lio
 s

tru
c
tu

rin
g
 b

ia
s
e
s
 a

n
d
 te

c
h
n
iq

u
e
s
.   A

t p
o
in

ts
 in

 tim
e
 m

a
n
a

g
e
rs

 m
a

y
d
is

p
la

y
 a

ttrib
u
te

s
 o

f o
th

e
r s

u
b
-

s
tyle

 c
la

s
s
ific

a
tio

n
s
, a

n
d
 th

e
s
e
 c

la
s
s
ific

a
tio

n
s
 m

a
y
 c

h
a
n
g
e
 d

u
e
 to

 c
h
a
n
g
e
s
 in

 th
e
 c

a
p
ita

l m
a
rk

e
ts

, e
v
o

lu
tio

n
 o

f p
e
rfo

rm
a
n
c
e
 b

e
n
c
h
m

a
rk

s
, in

d
u
s
try tre

n
d
s
, o

r 
c
h
a
n
g
e
s
 in

v
o
lv

in
g
 a

 m
a
n
a
g
e

r�s
 p

e
rs

o
n
n
e
l o

r p
ro

c
e
s
s
.

R
u

s
s
e
ll 2

0
0
0
 V

a
lu

e
-

R
u
s
s
e
ll 2

0
0
0
 V

a
lu

e
 In

d
e
x
 m

e
a
s
u
re

s
 th

e
 p

e
rfo

rm
a

n
c
e
 o

f th
o
s
e
 R

u
s
s
e
ll 2

0
0
0
 c

o
m

p
a
n
ie

s
 w

ith
 lo

w
e

r p
ric

e
-to

-b
o
o
k
 ra

tio
s
 a

n
d
 lo

w
e

r 
fo

re
c
a
s
te

d
 g

ro
w

th
 v

a
lu

e
s
.

R
e
la

tiv
e
 V

a
lu

e
:

G
e
n
e

ra
lly s

e
a
rc

h
 fo

r w
h
a
t th

e
y b

e
lie

v
e
 to

 b
e
 u

n
d
e
rv

a
lu

e
d
 c

o
m

p
a
n
ie

s
 b

a
s
e
d
 o

n
 a

n
a
ly

s
is

 re
la

tiv
e
 to

 th
e
 m

a
rk

e
t, in

d
u
s
try

 a
n
d
 h

is
to

ric
a
l n

o
rm

s
 

le
a
d
in

g
 to

 p
o
rtfo

lio
s
 th

a
t m

a
y a

t tim
e
s
 m

a
in

ta
in

 b
ro

a
d
e
r m

a
rk

e
t e

x
p
o
s
u
re

 to
 m

o
re

 g
ro

w
th

-o
rie

n
te

d
 n

a
m

e
s
 a

n
d
 m

a
y
 a

p
p
e
a
r to

 h
a
v
e
 h

ig
h
e
r v

a
lu

a
tio

n
s
 u

s
in

g
 

tra
d
itio

n
a
l v

a
lu

a
tio

n
 m

e
tric

s
.  



F
U

L
L

E
R

 &
 T

H
A

L
E

R
 S

M
A

L
L

 C
A

P
 V

A
L

U
E

/ U
N

D
IS

C
O

V
E

R
E

D
 M

A
N

A
G

E
R

S
 B

E
H

A
V

IO
R

A
L
 V

A
L

U
E

 F
U

N
D

N
O

V
E

M
B

E
R

 3
0

, 2
0

1
58

G
L

O
S

S
A

R
Y

 O
F

 T
E

R
M

S

A
c

tiv
e
 S

h
a
re

is
 a

 m
e
a
s
u
re

 o
f th

e
 p

e
rc

e
n
ta

g
e

 o
f s

to
c
k
 h

o
ld

in
g
s
 in

 a
 m

a
n
a
g
e
r�s

 p
o

rtfo
lio

 th
a
t d

iffe
r fro

m
 th

e
 b

e
n
c
h
m

a
rk

 in
d
e
x
; A

c
tiv

e
 S

h
a
re

 is
 c

a
lc

u
la

te
d
 b

y 
ta

k
in

g
 th

e
 s

u
m

 o
f th

e
 a

b
s
o
lu

te
 v

a
lu

e
 o

f th
e
 d

iffe
re

n
c
e
s
 o

f th
e
 w

e
ig

h
t o

f e
a
c
h
 h

o
ld

in
g
 in

 th
e
 m

a
n
a
g
e
r�s

 p
o
rtfo

lio
 v

e
rs

u
s
 th

e
 w

e
ig

h
t o

f e
a
c
h
 h

o
ld

in
g
 in

 th
e

 
b
e
n
c
h
m

a
rk

 in
d
e
x
 a

n
d
 d

iv
id

in
g
 b

y tw
o
.  

A
D

R
s

�
A

m
e
ric

a
n
 D

e
p
o
s
ita

ry R
e

c
e
ip

ts
 a

re
 U

.S
. d

o
lla

r d
e
n
o
m

in
a
te

d
 fo

rm
s
 o

f e
q
u
ity

 o
w

n
e

rs
h
ip

 in
 n

o
n
-U

.S
. c

o
m

p
a
n

ie
s
.  T

h
e
s
e
 s

h
a
re

s
 a

re
 is

s
u
e
d
 a

g
a
in

s
t th

e
 

lo
c
a
l m

a
rk

e
t s

h
a
re

s
 h

e
ld

 in
 th

e
 h

o
m

e
 m

a
rk

e
t.  A

D
R

s
 a

re
 typ

ic
a
lly lis

te
d
 o

n
 U

.S
. e

x
c
h
a

n
g
e
s
 s

u
c
h
 a

s
 N

Y
S

E
, A

M
E

X
 a

n
d
 N

A
S

D
A

Q
.

A
lp

h
a

�
m

e
a
s
u
re

s
 th

e
 d

iffe
re

n
c
e
 b

e
tw

e
e
n
 a

 p
o
rtfo

lio
�s

 a
c
tu

a
l re

tu
rn

s
 a

n
d
 its

 e
x
p
e
c
te

d
 p

e
rfo

rm
a

n
c
e
, g

iv
e
n
 its

 le
v
e
l o

f ris
k
 a

s
 m

e
a
s
u
re

d
 b

y B
e
ta

.  A
 p

o
s
itiv

e
 

A
lp

h
a
 fig

u
re

 in
d
ic

a
te

s
 th

e
 p

o
rtfo

lio
 h

a
s
 p

e
rfo

rm
e
d

 b
e
tte

r th
a
n
 its

 B
e
ta

 w
o
u
ld

 p
re

d
ic

t.  A
 n

e
g

a
tiv

e
 A

lp
h
a
 in

d
ic

a
te

s
 th

e
 p

o
rtfo

lio
�s

 u
n
d
e
rp

e
rfo

rm
a
n
c
e
 g

iv
e
n

 th
e

 
e
x
p
e
c
ta

tio
n
s
 e

s
ta

b
lis

h
e
d
 b

y th
e
 
B

e
ta

.  T
h
e
 a

c
c
u
ra

c
y o

f th
e
 A

lp
h
a
 is

 th
e
re

fo
re

 d
e
p
e
n
d
e
n
t o

n
 th

e
 a

c
c
u
ra

c
y o

f th
e
 B

e
ta

.  A
lp

h
a
 is

 o
fte

n
 v

ie
w

e
d
 a

s
 a

 
m

e
a
s
u
re

m
e
n
t o

f th
e
 v

a
lu

e
 a

d
d
e
d
 o

r s
u
b
tra

c
te

d
 b

y
 a

 p
o
rtfo

lio
�s

 m
a
n
a
g
e
r.

A
s

s
e
t-b

a
c
k

e
d

 s
e
c
u

ritie
s

 (A
B

S
)

-
s
e
c
u
ritie

s
 b

a
c
k
e
d
 b

y a
 p

o
o
l o

f a
s
s
e
ts

, typ
ic

a
lly

 lo
a
n
s
 o

r a
c
c
o
u
n
ts

 re
c
e
iv

a
b
le

, o
rig

in
a
te

d
 b

y
 b

a
n
k
s
, s

p
e
c
ia

lty fin
a
n
c
e

 
c
o
m

p
a
n
ie

s
, o

r o
th

e
r c

re
d
it p

ro
v
id

e
rs

.

A
v
e

ra
g

e
 C

a
p

ita
liz

a
tio

n
�

th
e
 to

ta
l c

a
p
ita

liz
a
tio

n
 o

f th
e
 p

o
rtfo

lio
 d

iv
id

e
d
 b

y th
e
 n

u
m

b
e

r o
f s

e
c
u
ritie

s
 in

 a
 p

o
rtfo

lio
.

B
a
ttin

g
 A

v
e

ra
g

e
-

m
e
a
s
u
re

s
 h

o
w

 fre
q
u
e
n
tly a

 p
o
rtfo

lio
 o

u
tp

e
rfo

rm
s
 its

 b
e
n
c
h
m

a
rk

 o
n
 a

 q
u
a
rte

rly b
a
s
is

. T
h
e
 s

ta
tis

tic
 is

 o
b
ta

in
e
d
 b

y
 d

iv
id

in
g
 th

e
n
u
m

b
e
r o

f 
q
u
a
rte

rs
 in

 w
h
ic

h
 th

e
 p

o
rtfo

lio
 o

u
tp

e
rfo

rm
e
d
 th

e
 to

ta
l re

tu
rn

 o
f th

e
 b

e
n
c
h
m

a
rk

 b
y
 th

e
 to

ta
l n

u
m

b
e
r o

f q
u
a
rte

rs
. F

o
r e

x
a

m
p
le

, a
 p

o
rtfo

lio
 w

ith
 a

 b
a
ttin

g
 a

v
e
ra

g
e

 
o
f 6

0
%

 h
a
s
 o

u
tp

e
rfo

rm
e

d
 th

e
 in

d
e
x
 m

o
re

 th
a
n
 it h

a
s
 u

n
d
e
rp

e
rfo

rm
e
d
.

B
e
ta

�
m

e
a
s
u
re

s
 a

 p
o
rtfo

lio
�s

 v
o
la

tility re
la

tiv
e
 to

 its
 b

e
n
c
h
m

a
rk

.  A
 p

o
rtfo

lio
 w

ith
 a

 B
e
ta

 h
ig

h
e
r th

a
n
 1

.0
 h

a
s
 h

is
to

ric
a
lly b

e
e
n
 m

o
re

 v
o
la

tile
 th

a
n
 th

e
 

b
e
n
c
h
m

a
rk

, w
h
ile

 a
 p

o
rtfo

lio
 w

ith
 a

 B
e
ta

 lo
w

e
r th

a
n

 1
.0

 h
a
s
 b

e
e
n
 le

s
s
 v

o
la

tile
.  T

h
e
 a

c
c
u
ra

c
y o

f th
e
 B

e
ta

 is
 d

e
p
e
n
d
e

n
t o

n
 R

-S
q
u

a
re

d
.

C
o

m
m

e
rc

ia
l M

o
rtg

a
g

e
-B

a
c

k
e
d

 S
e
c
u

rity
 (C

M
B

S
)

�
m

o
rtg

a
g
e
-b

a
c
k
e
d
 s

e
c
u
rity th

a
t is

 s
e
c
u
re

d
 b

y th
e

 lo
a

n
 o

n
 a

 c
o
m

m
e
rc

ia
l p

ro
p
e
rty

. 

C
o

lla
te

ra
liz

e
d

 M
o

rtg
a

g
e
 O

b
lig

a
tio

n
 (C

M
O

s
) �

m
o
rtg

a
g
e
-b

a
c
k
e
d
 s

e
c
u
rity th

a
t c

re
a
te

s
 s

e
p
a
ra

te
 p

o
o

ls
 o

f p
a
s
s
-th

ro
u
g
h
 p

a
ym

e
n
ts

 fo
r d

iffe
re

n
t c

la
s
s
e
s
 o

f 
b
o
n
d
h
o
ld

e
rs

 w
ith

 v
a
ryin

g
 m

a
tu

ritie
s
, c

a
lle

d
 tra

n
c
h
e

s
. T

h
e

 re
p

a
y
m

e
n
ts

 fro
m

 th
e
 p

o
o
l o

f p
a
s
s
-th

ro
u
g
h
 s

e
c
u
ritie

s
 a

re
 u

s
e
d

 to
 re

tire
 th

e
 b

o
n
d
s
 in

 th
e
 o

rd
e

r 
s
p
e
c
ifie

d
 b

y th
e

 b
o
n
d
s
' p

ro
s
p
e
c
tu

s
.

C
o

n
v
e

x
ity

�
m

e
a
s
u
re

s
 th

e
 s

e
n
s
itiv

ity o
f a

 b
o
n
d

's
 d

u
ra

tio
n
 to

 c
h
a

n
g
e
s
 in

 in
te

re
s
t ra

te
s
. C

o
n
v
e

x
ity c

a
n
 b

e
 p

o
s
itiv

e
 o

r n
e
g
a
tiv

e
. U

n
lik

e
 m

o
s
t fix

e
d
 in

c
o
m

e
 

s
e
c
u
ritie

s
, b

o
n
d
s
 w

ith
 n

e
g
a
tiv

e
 c

o
n
v
e
x
ity te

n
d

 to
 fa

ll in
 v

a
lu

e
 a

s
 in

te
re

s
t ra

te
s
 d

e
c
lin

e
 a

n
d
 v

ic
e
 v

e
rs

a
.

C
re

d
it Q

u
a
lity

 R
a
tin

g
�

w
e
ig

h
te

d
 a

v
e
ra

g
e

 o
f th

e
 a

s
s
e
s
s
m

e
n
ts

 o
f c

re
d
it w

o
rth

in
e
s
s
 g

iv
e
n
 b

y c
re

d
it ra

tin
g
 a

g
e

n
c
ie

s
 s

u
c
h
 a

s
 S

ta
n

d
a
rd

 &
 P

o
o
r's

 R
a
tin

g
s
 

S
e
rv

ic
e
s
, M

o
o
d
y
's

 In
v
e
s
to

rs
 S

e
rv

ic
e
, a

n
d
 F

itc
h
 R

a
tin

g
s
 to

 b
o
n
d
s
 in

 th
e
 p

o
rtfo

lio
. C

re
d
it ra

tin
g
 a

g
e
n
c
ie

s
 e

v
a
lu

a
te

 is
s
u
e
rs

 a
n
d

a
s
s
ig

n
 ra

tin
g
s
 b

a
s
e
d
 o

f th
e
ir 

o
p
in

io
n
s
 o

f th
e
 is

s
u
e
r's

 a
b
ility to

 p
a

y in
te

re
s
t a

n
d
 p

rin
c
ip

a
l a

s
 s

c
h
e
d
u
le

d
.  

D
iv

id
e

n
d

 Y
ie

ld
 �

a
n
n
u
a
l d

iv
id

e
n
d
 p

e
r s

h
a
re

 d
iv

id
e
d
 b

y p
ric

e
 p

e
r s

h
a
re

. D
iv

id
e
n
d
 Y

ie
ld

 fo
r th

e
 p

o
rtfo

lio
 is

 a
 w

e
ig

h
te

d
 a

v
e
ra

g
e
 o

f th
e
 re

s
u
lts

 fo
r th

e
 in

d
iv

id
u
a
l 

s
to

c
k
s
 in

 th
e
 p

o
rtfo

lio
.

E
ffe

c
tiv

e
 D

u
ra

tio
n

 �
a
 d

u
ra

tio
n
 c

a
lc

u
la

tio
n
 fo

r b
o
n
d
s
 w

ith
 e

m
b
e
d
d
e

d
 o

p
tio

n
s
. E

ffe
c
tiv

e
 d

u
ra

tio
n
 ta

k
e
s
 in

to
 a

c
c
o
u
n
t th

a
t e

x
p
e
c
te

d
 c

a
s
h
 flo

w
s
 w

ill flu
c
tu

a
te

 a
s
 

in
te

re
s
t ra

te
s
 c

h
a

n
g
e
.   

E
P

S
 G

ro
w

th
 �

F
o

re
c
a
s

t �
a
 m

e
a
s
u
re

 o
f o

n
e
 ye

a
r e

a
rn

in
g
s
 (c

a
s
h
 flo

w
 o

r d
iv

id
e
n
d
s
) p

e
r s

h
a
re

 g
ro

w
th

 fro
m

 th
e
 p

rio
r fis

c
a
l ye

a
r (F

Y
0
) to

 th
e
 c

u
rre

n
t fis

c
a
l 

y
e
a
r (F

Y
1
) u

s
in

g
 a

n
a
lys

t c
o
n
s
e
n
s
u
s
 fo

re
c
a
s
ts

. G
ro

w
th

 is
 e

x
p
re

s
s
e
d
 a

s
 a

 p
e
rc

e
n
t.  T

h
e
 F

Y
1
 E

P
S

 (e
a
rn

in
g
s
 p

e
r s

h
a
re

) g
ro

w
th

 ra
te

fo
r th

e
 p

o
rtfo

lio
 is

 a
 

w
e
ig

h
te

d
 a

v
e
ra

g
e
 o

f th
e
 fo

re
c
a
s
ts

 fo
r th

e
 in

d
iv

id
u
a

l s
to

c
k
s
 in

 th
e
 p

o
rtfo

lio
.

E
P

S
 G

ro
w

th
 �

5
 Y

e
a
r H

is
to

ric
a
l �

T
h
e
 w

e
ig

h
te

d
 a

v
e
ra

g
e
 a

n
n
u
a
liz

e
d
 e

a
rn

in
g
s
 p

e
r s

h
a
re

 g
ro

w
th

 fo
r a

 p
o
rtfo

lio
 o

v
e
r th

e
 p

a
s
t fiv

e
 y

e
a
rs

.  

E
x
c
e
s
s
 R

e
tu

rn
�

re
p
re

s
e
n
ts

 th
e

 a
v
e
ra

g
e
 q

u
a

rte
rly to

ta
l re

tu
rn

 o
f th

e
p
o
rtfo

lio
 re

la
tiv

e
 to

 its
 b

e
n
c
h
m

a
rk

. A
 p

o
rtfo

lio
 w

ith
 a

 p
o
s
itiv

e
 E

x
c
e
s
s
 R

e
tu

rn
 h

a
s
 o

n
 

a
v
e
ra

g
e
 o

u
tp

e
rfo

rm
e
d
 its

 b
e
n
c
h
m

a
rk

 o
n
 a

 q
u
a

rte
rly

 b
a
s
is

. T
h
is

 s
ta

tis
tic

 is
 o

b
ta

in
e
d
 b

y
 s

u
b
tra

c
tin

g
 th

e
 b

e
n
c
h
m

a
rk

 re
tu

rn
 fro

m
 th

e
 p

o
rtfo

lio
�s

 re
tu

rn
.

H
is

to
ric

a
l E

P
S

 G
ro

w
th

-
c
a
lc

u
la

te
d
 b

y re
g

re
s
s
in

g
 o

v
e
r tim

e
 th

e
 q

u
a
rte

rly e
a

rn
in

g
s
 p

e
r s

h
a
re

 fo
r th

e
 p

a
s
t 2

0
 q

u
a
rte

rs
 to

 d
e
te

rm
in

e
 th

e
 s

h
a
re

's
 h

is
to

ric
a
l 

g
ro

w
th

 ra
te

 in
 e

a
rn

in
g
s
. T

h
e
 q

u
a
rte

rly h
is

to
ric

a
l g

ro
w

th
 ra

te
 fo

r e
a
c
h
 s

h
a
re

 is
 th

e
n
 a

n
n
u
a
liz

e
d
 a

n
d
 th

e
 H

is
to

ric
a
l E

P
S

 G
ro

w
th

 s
h
o

w
n
 in

 th
is

 re
p
o
rt is

 th
e

 
w

e
ig

h
te

d
 a

v
e
ra

g
e
 o

f th
e
s
e
 re

s
u
lts

. 

In
fo

rm
a
tio

n
 R

a
tio

�
re

p
re

s
e
n
ts

 th
e
 E

x
c
e
s
s
 R

e
tu

rn
 d

iv
id

e
d
 b

y th
e
 T

ra
c
k
in

g
 E

rro
r.  It p

ro
v
id

e
s
 a

 m
e
a
s
u
re

 o
f th

e
 h

is
to

ric
a
l c

o
n
s
is

te
n
c
y o

f th
e
 p

o
rtfo

lio
�s

 
o
v
e
rp

e
rfo

rm
a
n
c
e

 o
r u

n
d
e

rp
e

rfo
rm

a
n
c
e
 re

la
tiv

e
 to

 its
 b

e
n
c
h
m

a
rk

.  A
 h

ig
h
e
r, p

o
s
itiv

e
 In

fo
rm

a
tio

n
 R

a
tio

 s
u
g
g
e
s
ts

 th
a
t th

e
 p

o
rtfo

lio
�s

 e
x
c
e

s
s
 re

tu
rn

s
 m

a
y
 h

a
v
e
 

b
e
e
n
 th

e
 re

s
u
lt o

f m
a
k
in

g
 m

e
a
s
u
re

d
 o

r m
o
d
e

ra
te

 b
e
ts

 a
g
a
in

s
t th

e
 re

le
v
a
n
t b

e
n
c
h
m

a
rk

�s
 ris

k
 e

x
p
o
s
u
re

s
.

L
o

n
g

 T
e
rm

 E
P

S
 G

ro
w

th
 R

a
te

�
a
n
a
lys

t c
o
n
s
e
n

s
u
s
 o

f e
x
p
e
c
te

d
 a

n
n
u
a
l in

c
re

a
s
e
 in

 o
p
e
ra

tin
g
 e

a
rn

in
g
s
 p

e
r s

h
a
re

 o
v
e
r th

e
 c

o
m

p
a

n
y's

 n
e
x
t fu

ll b
u

s
in

e
s
s
 

c
yc

le
 -

u
s
u
a
lly th

re
e
 to

 fiv
e
 ye

a
rs

.  T
h
e
 L

o
n
g
 T

e
rm

 E
P

S
 G

ro
w

th
 R

a
te

 fo
r th

e
 p

o
rtfo

lio
 is

 a
 w

e
ig

h
te

d
 a

v
e

ra
g
e
 o

f th
e

 re
s
u
lts

 fo
r th

e
 in

d
iv

id
u
a
l s

to
c
k
s
 in

 th
e

 
p
o
rtfo

lio
.

M
a
rk

e
t C

a
p

 ($
M

)
�

th
e
 a

v
e

ra
g
e
 p

o
rtfo

lio
 m

a
rk

e
t c

a
p
ita

liz
a
tio

n
 (m

a
rk

e
t p

ric
e
 m

u
ltip

lie
d
 b

y s
h
a
re

s
 o

u
ts

ta
n
d
in

g
), w

e
ig

h
te

d
 b

y
 th

e
 p

ro
p
o
rtio

n
 o

f th
e
 p

o
rtfo

lio
�s

 
a
s
s
e
ts

 in
v
e
s
te

d
 in

 e
a
c
h
 s

to
c
k
.   

M
a
tu

rity
�

th
e
 w

e
ig

h
te

d
 a

v
e
ra

g
e
 p

o
rtfo

lio
 le

n
g
th

 o
f tim

e
 u

n
til th

e
 p

rin
c
ip

a
l a

m
o
u
n
t o

f a
 b

o
n
d
 m

u
s
t b

e
 re

p
a
id

.

M
e
d

ia
n

 C
a

p
 b

y
 P

o
rtfo

lio
 W

e
ig

h
t

�
th

e
 m

id
p
o
in

t o
f m

a
rk

e
t c

a
p
ita

liz
a
tio

n
 (m

a
rk

e
t p

ric
e
 m

u
ltip

lie
d
 b

y s
h
a
re

s
 o

u
ts

ta
n
d
in

g
) o

f a
 p

o
rtfo

lio
�s

 s
to

c
k
 h

o
ld

in
g
s
, 

w
e
ig

h
te

d
 b

y th
e
 p

ro
p
o
rtio

n
 o

f th
e
 p

o
rtfo

lio
�s

 a
s
s
e
ts

 in
v
e
s
te

d
 in

 e
a
c
h
 s

to
c
k
.   S

to
c
k
s
 re

p
re

s
e
n
tin

g
 h

a
lf o

f th
e
 p

o
rtfo

lio
�s

 h
o
ld

in
g
s
 a

re
 a

b
o

v
e
 th

e
 m

e
d
ia

n
, w

h
ile

 
th

e
 re

s
t a

re
 b

e
lo

w
 it. 

M
o

d
ifie

d
 A

d
ju

s
te

d
 D

u
ra

tio
n

�
m

e
a
s
u
re

s
 th

e
 s

e
n
s
itiv

ity o
f th

e
 p

e
rc

e
n
ta

g
e
 c

h
a
n
g
e

 in
 th

e
 p

ric
e
 o

f a
 b

o
n
d
 p

o
rtfo

lio
 fo

r a
 g

iv
e
n
 c

h
a
n
g
e

 in
 yie

ld
, s

h
o
w

n
 a

s
 a

 
n
u
m

b
e
r o

f y
e
a

rs
 to

 m
a
tu

rity.  T
h
is

 fig
u
re

 is
 c

a
lc

u
la

te
d
 a

s
 th

e
 w

e
ig

h
te

d
 a

v
e
ra

g
e
 o

f th
e
 d

u
ra

tio
n
s
 o

f th
e
 s

e
c
u
ritie

s
 in

 th
e
 p

o
rtfo

lio
.

M
o

rtg
a

g
e
-b

a
c
k
e

d
 s

e
c
u

ritie
s
 (M

B
S

) �
s
e
c
u
ritie

s
 b

a
c
k
e
d
 b

y a
 m

o
rtg

a
g
e
 lo

a
n
 o

r a
 p

o
o
l o

f m
o
rtg

a
g
e
 lo

a
n
s
 s

e
c
u
re

d
 b

y re
a
l p

ro
p

e
rty. In

v
e
s
to

rs
 re

c
e
iv

e
 

p
a

ym
e
n
ts

 o
f in

te
re

s
t a

n
d
 p

rin
c
ip

a
l th

a
t a

re
 d

e
riv

e
d

 fro
m

 p
a

y
m

e
n
ts

 re
c
e
iv

e
d
 o

n
 th

e
 u

n
d
e
rlyin

g
 m

o
rtg

a
g

e
 lo

a
n
s
.  

P
a
s
s
-T

h
ro

u
g

h
 S

e
c
u

rity
 �

s
e
c
u
rity

 b
a
c
k
e
d
 b

y
 a

 p
a

c
k
a
g
e
 o

f a
s
s
e
ts

. A
 s

e
rv

ic
in

g
 in

te
rm

e
d
ia

ry
 c

o
lle

c
ts

 th
e
 m

o
n
th

ly
 p

a
y
m

e
n
ts

 fro
m

 is
s
u
e

rs
 a

n
d
, a

fte
r d

e
d

u
c
tin

g
 

a
 fe

e
, re

m
its

 o
r p

a
s
s
e
s
 th

e
m

 th
ro

u
g
h
 to

 th
e
 h

o
ld

e
rs

 o
f th

e
 p

a
s
s
-th

ro
u
g
h
 s

e
c
u
rity.

P
/E

 -
F

o
re

c
a

s
t 1

2
-M

o
. �

T
h
e
 p

ric
e
/e

a
rn

in
g
s
 ra

tio
 fo

r th
e
 s

to
c
k
 b

a
s
e
d
 o

n
 th

e
 m

o
s
t re

c
e
n
t c

lo
s
in

g
 p

ric
e
 d

iv
id

e
d
 b

y th
e
 a

n
n
u
a
l m

e
a
n
 e

x
p
e
c
te

d
 e

a
rn

in
g
s
 fo

r th
e
 

c
u
rre

n
t fis

c
a
l y

e
a

r (F
Y

1
 E

P
S

 fo
re

c
a
s
t).  P

/E
fo

r th
e
 p

o
rtfo

lio
 is

 a
 w

e
ig

h
te

d
 a

v
e
ra

g
e
 o

f th
e
 re

s
u
lts

 fo
r th

e
 in

d
iv

id
u
a
l s

to
c
k
s
 in

 th
e
 p

o
rtfo

lio
.

P
/E

 �
T

ra
ilin

g
 1

2
-M

o
. �

th
e
 c

u
rre

n
t p

ric
e
 o

f a
 s

to
c
k
 d

iv
id

e
d
 b

y th
e
 m

o
s
t re

c
e
n
t 1

2
 m

o
n
th

s
 tra

ilin
g
 e

a
rn

in
g
s
 p

e
r s

h
a
re

.  P
/E

 fo
r th

e
 p

o
rtfo

lio
 is

 a
 w

e
ig

h
te

d
 

a
v
e
ra

g
e
 o

f th
e
 re

s
u
lts

 fo
r th

e
 in

d
iv

id
u
a
l s

to
c
k
s
 in

 th
e
 p

o
rtfo

lio
.

P
ric

e
-to

-B
o

o
k
 �

p
ric

e
 p

e
r s

h
a

re
 d

iv
id

e
d
 b

y
 b

o
o
k
 v

a
lu

e
 p

e
r s

h
a

re
.  P

ric
e
-to

-B
o
o
k
 fo

r th
e
 p

o
rtfo

lio
 is

 a
 w

e
ig

h
te

d
 a

v
e
ra

g
e
 o

f th
e
 re

s
u
lts

 fo
r th

e
 in

d
iv

id
u
a
l s

to
c
k
s
 

in
 th

e
 p

o
rtfo

lio
.



F
U

L
L

E
R

 &
 T

H
A

L
E

R
 S

M
A

L
L

 C
A

P
 V

A
L

U
E

/ U
N

D
IS

C
O

V
E

R
E

D
 M

A
N

A
G

E
R

S
 B

E
H

A
V

IO
R

A
L
 V

A
L

U
E

 F
U

N
D

N
O

V
E

M
B

E
R

 3
0

, 2
0

1
59

Q
u

a
lity

 �
B

a
s
e
d

 u
p
o
n
 p

e
r-s

h
a
re

 e
a
rn

in
g
s
 a

n
d
 d

iv
id

e
n
d
 re

c
o
rd

s
 o

f th
e
 m

o
s
t re

c
e
n
t 1

0
 ye

a
rs

, th
is

 ra
n
k
in

g
 s

ys
te

m
 a

tte
m

p
ts

 to
 c

a
p
tu

re
 th

e
 g

ro
w

th
 a

n
d
 s

ta
b
ility

 
o
f e

a
rn

in
g
s
 a

n
d
 d

iv
id

e
n
d
s
 fo

r in
d
iv

id
u
a
l s

to
c
k
s
.   F

o
r a

 p
o
rtfo

lio
, th

e
 q

u
a
lity ra

n
k
in

g
 is

 a
 w

e
ig

h
te

d
 a

v
e
ra

g
e
. 

T
h
e
 q

u
a
lity ra

n
k
in

g
s
 c

la
s
s
ific

a
tio

n
 is

 a
s
 fo

llo
w

s
:  

A
+

 (h
ig

h
e
s
t), A

 (h
ig

h
), A

-
(a

b
o
v
e
 a

v
g
.), B

+
 (a

v
e
ra

g
e

), B
 (b

e
lo

w
 a

v
g
.), B

-
(lo

w
e
r), C

 (lo
w

e
s
t), D

 (in
 re

o
rg

a
n
iz

a
tio

n
), a

n
d
 L

IQ
 (liq

u
id

a
tio

n
).  

R
-S

q
u

a
re

d
 (R

2)
�

re
p
re

s
e
n
ts

 th
e
 p

e
rc

e
n
ta

g
e
 o

f th
e
 v

o
la

tility o
f re

tu
rn

s
 th

a
t is

 a
ttrib

u
ta

b
le

 to
 m

o
v
e
m

e
n
ts

 o
f th

e
 b

e
n
c
h

m
a
rk

. It is
 a

 m
e
a

s
u
re

 o
f

�c
o
-m

o
v
e
m

e
n
t� 

b
e
tw

e
e
n
 p

o
rtfo

lio
 re

tu
rn

s
 a

n
d
 b

e
n
c
h
m

a
rk

 re
tu

rn
s
. T

h
e
 c

lo
s
e
r th

e
 p

o
rtfo

lio
�s

 R
2

is
 to

 1
0
0
%

, th
e
 m

o
re

 c
lo

s
e
ly th

e
 p

o
rtfo

lio
 c

o
rre

la
te

s
 to

, o
r fo

llo
w

s
, th

e
 

b
e
n
c
h
m

a
rk

. G
e

n
e
ra

lly, h
ig

h
ly d

iv
e

rs
ifie

d
 p

o
rtfo

lio
s
 h

a
v
e
 h

ig
h
e
r R

2
p

e
rc

e
n
ta

g
e
s
.

R
e
tu

rn
 o

n
 E

q
u

ity
 (R

O
E

)
�

is
 a

n
o
th

e
r p

ro
fita

b
ility

 ra
tio

 w
h
ic

h
 g

a
u
g
e
s
 re

tu
rn

 o
n
 in

v
e
s
tm

e
n
t b

y
 m

e
a
s
u
rin

g
 h

o
w

 e
ffe

c
tu

a
lly

 s
to

c
k
h
o

ld
e
r m

o
n
e

y
is

 b
e
in

g
 

e
m

p
lo

ye
d

 b
y
 th

e
 c

o
m

p
a
n

y
. R

O
E

 is
 c

a
lc

u
la

te
d
 b

y d
iv

id
in

g
 a

 c
o
m

p
a
n
y
's

 n
e
t in

c
o
m

e
 b

y
 a

v
e

ra
g
e
 to

ta
l e

q
u
ity.  U

n
lik

e
 R

e
tu

rn
 o

n
 A

s
s
e
ts

 (R
O

A
), R

O
E

 c
o
n
s
id

e
rs

 
th

e
 d

e
g
re

e
 to

 w
h

ic
h
 a

 c
o
m

p
a
n
y u

s
e
s
 le

v
e
ra

g
in

g
, a

s
 in

te
re

s
t e

x
p
e
n
s
e
 p

a
id

 to
 c

re
d
ito

rs
 is

 g
e
n
e
ra

lly
d
e

d
u
c
te

d
 fro

m
 e

a
rn

in
g
s
 to

 a
rriv

e
 a

t n
e
t in

c
o
m

e
.  R

O
E

 fo
r 

th
e
 p

o
rtfo

lio
 is

 a
 w

e
ig

h
te

d
 a

v
e
ra

g
e
 o

f th
e
 re

s
u
lts

 fo
r th

e
 in

d
iv

id
u
a
l s

to
c
k
s
 in

 th
e
 p

o
rtfo

lio
. 

S
h

a
rp

e
 R

a
tio

�
m

e
a
s
u
re

s
 a

 p
o

rtfo
lio

�s
 ra

te
 o

f re
tu

rn
 b

a
s
e
d
 o

n
 th

e
 ris

k
 it a

s
s
u
m

e
d
 a

n
d
 is

 o
fte

n
 re

fe
rre

d
 to

 a
s
 its

 ris
k
-a

d
ju

s
te

d
 p

e
rfo

rm
a
n
c
e
. U

s
in

g
 S

ta
n
d
a
rd

 
D

e
v
ia

tio
n
 a

n
d
 re

tu
rn

s
 in

 e
x
c
e
s
s
 o

f th
e
 re

tu
rn

s
 o

f T
-b

ills
, it d

e
te

rm
in

e
s
 re

w
a

rd
 p

e
r u

n
it o

f ris
k
. T

h
is

 m
e
a
s
u
re

m
e
n
t c

a
n
 h

e
lp

 d
e
te

rm
in

e
 if th

e
 p

o
rtfo

lio
 is

 
re

a
c
h
in

g
 its

 g
o
a
l o

f in
c
re

a
s
in

g
 re

tu
rn

s
 w

h
ile

 m
a
n
a
g

in
g
 ris

k
.

S
ta

n
d

a
rd

 D
e

v
ia

tio
n

�
q
u
a
n
tifie

s
 th

e
 v

o
la

tility a
s
s
o
c
ia

te
d
 w

ith
 a

 p
o
rtfo

lio
�s

 re
tu

rn
s
. T

h
e
 s

ta
tis

tic
 m

e
a
s
u
re

s
 th

e
 v

a
ria

tio
n

 in
 re

tu
rn

s
 a

ro
u
n
d
 th

e
 m

e
a
n
 re

tu
rn

. 
U

n
lik

e
 B

e
ta

, w
h
ic

h
 m

e
a
s
u
re

s
 v

o
la

tility re
la

tiv
e
 to

 th
e
 a

g
g
re

g
a

te
 m

a
rk

e
t, S

ta
n
d
a
rd

 D
e

v
ia

tio
n
 m

e
a
s
u
re

s
 th

e
 a

b
s
o
lu

te
 v

o
la

tility o
f a

 p
o
rtfo

lio
�s

 re
tu

rn
.

T
ra

c
k
in

g
 E

rro
r

�
re

p
re

s
e
n
ts

 th
e

 S
ta

n
d
a
rd

 D
e
v
ia

tio
n
 o

f th
e

 E
x
c
e
s
s
 R

e
tu

rn
. T

h
is

 p
ro

v
id

e
s
 a

 h
is

to
ric

a
l m

e
a
s
u
re

 o
f th

e
 v

a
ria

b
ility o

f th
e
 p

o
rtfo

lio
�s

 re
tu

rn
s
 

re
la

tiv
e
 to

 its
 b

e
n
c
h
m

a
rk

. A
 p

o
rtfo

lio
 w

ith
 a

 lo
w

 T
ra

c
k
in

g
 E

rro
r w

o
u
ld

 h
a
v
e
 q

u
a
rte

rly E
x
c
e
s
s
 R

e
tu

rn
s
 th

a
t h

a
v
e
 e

x
h
ib

ite
d
 v

e
ry lo

w
 v

o
la

tility.

T
u

rn
o

v
e
r �

m
e

a
s
u
re

s
 p

o
rtfo

lio
 tra

d
in

g
 a

c
tiv

ity, w
h
ic

h
 is

 c
o
m

p
u
te

d
 b

y ta
k
in

g
 th

e
 le

s
s
e
r o

f p
u
rc

h
a
s
e

s
 o

r s
a
le

s
 (e

x
c
lu

d
in

g
 a

ll s
e
c
u
ritie

s
 w

ith
 m

a
tu

ritie
s
 o

f le
s
s
 

th
a
n
 o

n
e
 y

e
a
r) a

n
d
 d

iv
id

in
g
 b

y a
v
e
ra

g
e
 m

o
n
th

ly n
e
t a

s
s
e
ts

.

IM
P

O
R

T
A

N
T

 D
IS

C
L

O
S

U
R

E
S

 

R
e
p

o
rt fo

r U
s
e
 O

n
ly

 in
 In

v
e

s
tm

e
n

t A
d

v
is

o
ry

 P
ro

g
ra

m
s

T
h
is

 re
p
o
rt is

 o
n
ly

 to
 b

e
 u

s
e
d
 in

 M
o
rg

a
n
 S

ta
n
le

y
 W

e
a
lth

 M
a
n
a
g
e
m

e
n
t in

v
e
s
tm

e
n
t a

d
v
is

o
ry p

ro
g
ra

m
s
 a

n
d
 n

o
t in

 c
o
n
n
e

c
tio

n
 w

ith
 b

ro
k
e
ra

g
e
 a

c
c
o
u
n
ts

.  

T
h

e
 G

lo
b

a
l In

v
e

s
tm

e
n

t M
a

n
a
g

e
r A

n
a
ly

s
is

 (G
IM

A
) s

e
rv

ic
e
s
 O

n
ly

 A
p

p
ly

 to
 C

e
rta

in
 In

v
e
s

tm
e
n

t A
d

v
is

o
ry

 P
ro

g
ra

m
s

G
IM

A
e
v
a
lu

a
te

s
 c

e
rta

in
 in

v
e
s
tm

e
n
t p

ro
d
u
c
ts

 fo
r th

e
 p

u
rp

o
s
e
s
 o

f s
o

m
e
 �

b
u
t n

o
t a

ll �
o
f M

o
rg

a
n

 S
ta

n
le

y S
m

ith
 B

a
rn

e
y L

L
C

�s
 in

v
e
s
tm

e
n
t a

d
v
is

o
ry

 p
ro

g
ra

m
s
 

(a
s
 d

e
s
c
rib

e
d
 in

 m
o
re

 d
e
ta

il in
 th

e
 a

p
p
lic

a
b
le

 F
o
rm

 A
D

V
 D

is
c
lo

s
u
re

 D
o
c
u
m

e
n
t fo

r M
o
rg

a
n
 S

ta
n
le

y
 W

e
a
lth

 M
a
n
a
g
e

m
e
n
t). If y

o
u
 d

o
 n

o
t in

v
e
s
t th

ro
u
g

h
 o

n
e
 o

f 
th

e
s
e
 in

v
e
s
tm

e
n
t a

d
v
is

o
ry p

ro
g
ra

m
s
, M

o
rg

a
n
 S

ta
n
le

y W
e
a
lth

 M
a
n
a

g
e
m

e
n
t is

 n
o
t o

b
lig

a
te

d
 to

 p
ro

v
id

e
 yo

u
 n

o
tic

e
 o

f a
n
y G

IM
A

 s
ta

tu
s
 c

h
a
n
g
e
s
 e

v
e
n
 th

o
u
g
h
 it 

m
a

y g
iv

e
 n

o
tic

e
 to

 c
lie

n
ts

 in
 o

th
e
r p

ro
g
ra

m
s
.    

F
o

c
u

s
 L

is
t, A

p
p

ro
v
e

d
 L

is
t a

n
d

 T
a
c
tic

a
l O

p
p

o
rtu

n
itie

s
 L

is
t; W

a
tc

h
 P

o
lic

y
 

G
IM

A
 u

s
e
s
 tw

o
 m

e
th

o
d
s
 to

 e
v
a
lu

a
te

 in
v
e
s
tm

e
n
t p

ro
d
u
c
ts

 in
 a

p
p

lic
a
b
le

 a
d
v
is

o
ry p

ro
g
ra

m
s
: F

o
c
u

s
 (a

n
d
 in

v
e

s
tm

e
n
t p

ro
d

u
c
ts

 m
e
e

tin
g

th
is

 s
ta

n
d
a
rd

 a
re

 
d
e
s
c
rib

e
d
 a

s
 b

e
in

g
 o

n
 th

e
 F

o
c
u
s
 L

is
t) a

n
d
 A

p
p
ro

v
e
d
 (a

n
d
 in

v
e
s
tm

e
n
t p

ro
d
u
c
ts

 m
e
e
tin

g
 th

is
 s

ta
n
d
a
rd

 a
re

 d
e
s
c
rib

e
d
 a

s
 b

e
in

g
 o

n
 th

e
 A

p
p
ro

v
e
d
 L

is
t). In

 
g
e
n
e
ra

l, F
o
c
u
s
 e

n
ta

ils
 a

 m
o
re

 th
o
ro

u
g
h
 e

v
a
lu

a
tio

n
 o

f a
n
 in

v
e
s
tm

e
n
t p

ro
d
u
c
t th

a
n
 A

p
p
ro

v
e
d
.  S

o
m

e
tim

e
s
 a

n
 in

v
e
s
tm

e
n
t p

ro
d
u
c
t m

a
y b

e
 e

v
a
lu

a
te

d
 u

s
in

g
 th

e
 

F
o
c
u
s
 L

is
t p

ro
c
e
s
s
 b

u
t th

e
n
 p

la
c
e
d
 o

n
 th

e
 A

p
p

ro
v
e

d
 L

is
t in

s
te

a
d
 o

f th
e
 F

o
c
u
s
 L

is
t.  

In
v
e
s
tm

e
n
t p

ro
d

u
c
ts

 m
a

y m
o
v
e
 fro

m
 th

e
 F

o
c
u
s
 L

is
t to

 th
e
 A

p
p

ro
v
e
d
 L

is
t, o

r v
ic

e
 v

e
rs

a
.  G

IM
A

 m
a

y
 a

ls
o
 d

e
te

rm
in

e
 th

a
t a

n
 in

v
e
s
tm

e
n
t p

ro
d
u
c
t n

o
 lo

n
g
e
r 

m
e
e
ts

 th
e
 c

rite
ria

 u
n
d
e

r e
ith

e
r p

ro
c
e
s
s
 a

n
d
 w

ill n
o

 lo
n
g
e
r b

e
 re

c
o

m
m

e
n
d
e
d
 in

 in
v
e
s
tm

e
n
t a

d
v
is

o
ry

 p
ro

g
ra

m
s
 (in

 w
h

ic
h
 c

a
s
e
 th

e
 in

v
e
s
tm

e
n
t p

ro
d

u
c
t is

 g
iv

e
n

 
a
 �N

o
t A

p
p

ro
v
e
d
� s

ta
tu

s
).

G
IM

A
 h

a
s
 a

 �W
a
tc

h
� p

o
lic

y a
n
d
 m

a
y d

e
s
c
rib

e
 a

 F
o
c
u
s
 L

is
t o

r A
p
p
ro

v
e
d
 L

is
t in

v
e
s
tm

e
n
t p

ro
d
u
c
t a

s
 b

e
in

g
 o

n
 �W

a
tc

h
� if G

IM
A

 id
e
n
tifie

s
 s

p
e
c
ific

 a
re

a
s
 th

a
t (a

) 
m

e
rit fu

rth
e

r e
v
a
lu

a
tio

n
 b

y
 G

IM
A

 a
n
d
 (b

) m
a

y
, b

u
t a

re
 n

o
t c

e
rta

in
 to

, re
s
u
lt in

 th
e
 in

v
e
s
tm

e
n
t p

ro
d

u
c
t b

e
c
o
m

in
g
 �N

o
t A

p
p
ro

v
e
d
.�  T

h
e

 W
a
tc

h
 p

e
rio

d
 d

e
p
e
n
d
s
 

o
n
 th

e
 le

n
g
th

 o
f tim

e
 n

e
e
d
e
d
 fo

r G
IM

A
 to

 c
o
n
d
u
c
t its

 e
v
a
lu

a
tio

n
 a

n
d
 fo

r th
e
 in

v
e
s
tm

e
n
t m

a
n
a
g
e
r o

r fu
n
d

 to
 a

d
d
re

s
s
 a

n
y c

o
n
c
e
rn

s
.  G

IM
A

 m
a

y, b
u
t is

 n
o
t 

o
b
lig

a
te

d
 to

, n
o
te

 th
e
 W

a
tc

h
 s

ta
tu

s
 in

 th
is

 re
p
o
rt w

ith
 a

 �W
� o

r �W
a
tc

h
� n

e
x
t to

 th
e
 �S

ta
tu

s
� o

n
 th

e
 c

o
v
e

r p
a
g
e
.

C
e
rta

in
 in

v
e
s
tm

e
n
t p

ro
d
u
c
ts

 o
n
 e

ith
e
r th

e
 F

o
c
u
s
 L

is
t o

r A
p
p
ro

v
e
d
 L

is
t m

a
y a

ls
o
 b

e
 re

c
o
m

m
e
n
d
e
d
 fo

r th
e
 T

a
c
tic

a
l O

p
p

o
rtu

n
itie

s
 L

is
t b

a
s
e
d
 in

 p
a
rt o

n
 ta

c
tic

a
l 

o
p
p
o
rtu

n
itie

s
 e

x
is

tin
g
 a

t a
 g

iv
e
n
 tim

e
.   T

h
e
 in

v
e
s
tm

e
n
t p

ro
d
u
c
ts

 o
n
 th

e
 T

a
c
tic

a
l O

p
p
o
rtu

n
itie

s
 L

is
t c

h
a
n
g
e
 o

v
e
r tim

e
.

F
o
r m

o
re

 in
fo

rm
a
tio

n
 o

n
th

e
 F

o
c
u
s
 L

is
t, A

p
p
ro

v
e
d
 L

is
t, T

a
c
tic

a
l O

p
p
o

rtu
n
itie

s
 L

is
t a

n
d
 W

a
tc

h
 p

ro
c
e
s
s
e
s
, p

le
a
s
e
 s

e
e
 th

e
 a

p
p
lic

a
b
le

 F
o
rm

 A
D

V
 D

is
c
lo

s
u
re

D
o
c
u
m

e
n
t fo

r M
o
rg

a
n
 S

ta
n
le

y W
e
a
lth

 M
a
n
a
g
e
m

e
n
t.  Y

o
u

r F
in

a
n
c
ia

l A
d
v
is

o
r o

r P
riv

a
te

 W
e
a
lth

 A
d
v
is

o
r c

a
n
 a

ls
o
 p

ro
v
id

e
 u

p
o
n
 re

q
u
e
s
t a

 c
o
p

y o
f a

 p
u

b
lic

a
tio

n
 

e
n
title

d
 �M

a
n
a
g
e

r S
e
le

c
tio

n
 P

ro
c
e
s
s
.�

N
o

 O
b

lig
a
tio

n
 to

 U
p

d
a
te

M
o
rg

a
n
 S

ta
n
le

y
 W

e
a
lth

 M
a
n
a
g
e

m
e
n
t h

a
s
 n

o
 o

b
lig

a
tio

n
 to

 u
p
d
a
te

 y
o
u
 w

h
e
n
 a

n
y
 in

fo
rm

a
tio

n
 o

r o
p
in

io
n
 in

 th
is

 re
p
o
rt c

h
a
n
g
e
s
.

S
tra

te
g

y
 M

a
y
 B

e
 A

v
a

ila
b

le
 a

s
 a

 S
e
p

a
ra

te
ly

 M
a
n

a
g

e
d

A
c

c
o

u
n

t o
r M

u
tu

a
l F

u
n

d
S

tra
te

g
ie

s
 a

re
 s

o
m

e
tim

e
s
 a

v
a
ila

b
le

 in
 M

o
rg

a
n
 S

ta
n
le

y W
e
a
lth

 M
a
n
a
g
e
m

e
n
t in

v
e
s
tm

e
n
t a

d
v
is

o
ry

 p
ro

g
ra

m
s
 b

o
th

 in
 th

e
 fo

rm
 o

f a
 s

e
p
a
ra

te
ly

 m
a
n

a
g
e
d

 
a
c
c
o
u
n
t (�S

M
A

�) a
n
d
 a

 m
u
tu

a
l fu

n
d
.  T

h
e
s
e
 m

a
y
 h

a
v
e
 d

iffe
re

n
t e

x
p

e
n
s
e
s
 a

n
d
 in

v
e
s
tm

e
n
t m

in
im

u
m

s
.  Y

o
u
r F

in
a
n
c
ia

l A
d
v
is

o
r o

r P
riv

a
te

 W
e
a
lth

 A
d
v
is

o
r  c

a
n

 
p
ro

v
id

e
 m

o
re

 in
fo

rm
a
tio

n
 o

n
 w

h
e
th

e
r a

n
y
 p

a
rtic

u
la

r s
tra

te
g

y
 is

 a
v
a
ila

b
le

 in
 m

o
re

 th
a

n
 o

n
e
 fo

rm
 in

 a
 p

a
rtic

u
la

r in
v
e
s
tm

e
n
t a

d
v
is

o
ry p

ro
g

ra
m

.

C
o

n
s
id

e
r Y

o
u

r O
w

n
 In

v
e
s
tm

e
n

t N
e
e
d

s
T

h
is

 re
p
o
rt is

 n
o
t in

te
n
d
e
d
 to

 b
e
 a

 c
lie

n
t-s

p
e
c
ific

 s
u
ita

b
ility a

n
a
lys

is
 o

r re
c
o
m

m
e
n
d
a
tio

n
, a

n
 o

ffe
r to

 p
a
rtic

ip
a
te

 in
 a

n
y in

v
e
s
tm

e
n
t, o

r a
 re

c
o
m

m
e
n
d
a
tio

n
 to

 
b
u

y, h
o
ld

 o
r s

e
ll s

e
c
u
ritie

s
 (in

c
lu

d
e
s
 s

e
c
u
ritie

s
 o

f M
o
rg

a
n
 S

ta
n
le

y
, a

n
d
/o

r th
e
ir a

ffilia
te

s
 if s

h
o
w

n
 in

 th
is

 re
p
o
rt). 

D
o
 n

o
t u

s
e
 th

is
 re

p
o
rt a

s
 th

e
 s

o
le

 b
a
s
is

 fo
r 

in
v
e
s
tm

e
n
t d

e
c
is

io
n
s
.  D

o
 n

o
t s

e
le

c
t a

n
 a

s
s
e
t c

la
s
s
 o

r in
v
e
s
tm

e
n
t p

ro
d
u
c
t b

a
s
e
d
 o

n
 p

e
rfo

rm
a
n
c
e
 a

lo
n
e
.  C

o
n
s
id

e
r a

ll re
le

v
a
n
t in

fo
rm

a
tio

n
, in

c
lu

d
in

g
 y

o
u

r 
e
x
is

tin
g
 p

o
rtfo

lio
, in

v
e
s
tm

e
n
t o

b
je

c
tiv

e
s
, ris

k
 to

le
ra

n
c
e
, liq

u
id

ity n
e
e

d
s
 a

n
d
 in

v
e
s
tm

e
n
t tim

e
 h

o
riz

o
n

.  



F
U

L
L

E
R

 &
 T

H
A

L
E

R
 S

M
A

L
L

 C
A

P
 V

A
L

U
E

/ U
N

D
IS

C
O

V
E

R
E

D
 M

A
N

A
G

E
R

S
 B

E
H

A
V

IO
R

A
L
 V

A
L

U
E

 F
U

N
D

N
O

V
E

M
B

E
R

 3
0

, 2
0

1
51
0

P
e
rfo

rm
a

n
c
e
 a

n
d

 O
th

e
r P

o
rtfo

lio
 In

fo
rm

a
tio

n
G

e
n

e
ra

l
P

a
s
t p

e
rfo

rm
a
n
c
e
 d

o
e
s
 n

o
t g

u
a
ra

n
te

e
 fu

tu
re

 re
s
u
lts

.  T
h
e
re

 is
 n

o
 g

u
a
ra

n
te

e
 th

a
t th

is
 in

v
e
s
tm

e
n
t s

tra
te

g
y w

ill w
o

rk
 u

n
d
e
r a

ll m
a
rk

e
t c

o
n
d
itio

n
s
.  A

s
 a

 re
s
u
lt o

f 
re

c
e
n
t m

a
rk

e
t a

c
tiv

ity, c
u
rre

n
t p

e
rfo

rm
a
n
c
e
 m

a
y
 v

a
ry fro

m
 th

e
 p

e
rfo

rm
a
n
c
e
 re

fe
re

n
c
e
d
 in

 th
is

 re
p
o
rt.

F
o
r m

u
tu

a
l fu

n
d
s
, th

e
 in

v
e
s
tm

e
n
t re

tu
rn

 a
n
d
 p

rin
c
ip

a
l v

a
lu

e
 o

f a
n

 in
v
e
s
tm

e
n
t w

ill flu
c
tu

a
te

 s
o
 th

a
t a

n
 in

v
e
s
to

r�s
 s

h
a
re

s
, w

h
e
n
 re

d
e
e

m
e
d

, m
a

y
 b

e
 w

o
rth

 m
o
re

 
o
r le

s
s
 th

a
n
 th

e
ir o

rig
in

a
l c

o
s
t.  T

o
 o

b
ta

in
 p

e
rfo

rm
a
n
c
e
 in

fo
rm

a
tio

n
, c

u
rre

n
t to

 th
e
 m

o
s
t re

c
e
n
t m

o
n

th
-e

n
d
, p

le
a
s
e
 c

o
n
ta

c
t th

e
 fu

n
d
 d

ire
c
tly a

t th
e
 w

e
b

s
ite

 s
e
t 

o
u
t o

n
 th

e
 c

o
v
e
r p

a
g
e
 o

f th
is

 re
p
o

rt.  

B
e
n

c
h

m
a
rk

 in
d

e
x

D
e
p
e
n
d
in

g
 o

n
 th

e
 c

o
m

p
o
s
itio

n
 o

f yo
u
r a

c
c
o
u
n
t a

n
d
 yo

u
r in

v
e
s
tm

e
n
t o

b
je

c
tiv

e
s
, a

n
y in

d
ic

e
s
 s

h
o
w

n
 in

 th
is

 re
p
o
rt m

a
y n

o
t b

e
 a

n
 a

p
p
ro

p
ria

te
 m

e
a
s
u
re

 fo
r 

c
o
m

p
a
ris

o
n
 p

u
rp

o
s
e
s
 a

n
d
 a

re
 th

e
re

fo
re

 p
re

s
e
n
te

d
 fo

r illu
s
tra

tio
n
 o

n
ly

.

In
d
ic

e
s
 a

re
 u

n
m

a
n
a
g
e
d
.  T

h
e

y
 d

o
 n

o
t re

fle
c
t a

n
y
 m

a
n

a
g
e
m

e
n
t, c

u
s
to

d
y, tra

n
s
a
c
tio

n
 o

r o
th

e
r e

x
p
e

n
s
e
s
, a

n
d
 g

e
n
e
ra

lly a
s
s
u
m

e
 re

in
v
e
s
tm

e
n
t o

f d
iv

id
e
n
d
s
, 

a
c
c
ru

e
d
 in

c
o
m

e
 a

n
d
 c

a
p
ita

l g
a
in

s
.  P

a
s
t p

e
rfo

rm
a

n
c
e

 o
f in

d
ic

e
s
 d

o
e
s
 n

o
t g

u
a
ra

n
te

e
 fu

tu
re

 re
s
u
lts

.  Y
o

u
 c

a
n
n
o
t in

v
e
s
t d

ire
c
tly

in
 a

n
 in

d
e

x
.  

P
e
rfo

rm
a
n
c
e
 o

f in
d
ic

e
s
 m

a
y b

e
 m

o
re

 o
r le

s
s
 v

o
la

tile
 th

a
n
 a

n
y in

v
e
s
tm

e
n
t p

ro
d
u
c
t.  T

h
e
 ris

k
 o

f lo
s
s
 in

 v
a
lu

e
 o

f a
 s

p
e
c
ific

 in
v
e
s
tm

e
n
t (s

u
c
h
 a

s
 w

ith
 a

n
 

in
v
e
s
tm

e
n
t m

a
n
a
g
e
r o

r in
 a

 fu
n
d

) is
 n

o
t th

e
 s

a
m

e
 a

s
 th

e
 ris

k
 o

f lo
s
s
 in

 a
 b

ro
a
d
 m

a
rk

e
t in

d
e
x
.  T

h
e
re

fo
re

, th
e
 h

is
to

ric
a
l re

tu
rn

s
 o

f a
n
 in

d
e
x
 w

ill n
o
t b

e
 th

e
 

s
a
m

e
 a

s
 th

e
 h

is
to

ric
a
l re

tu
rn

s
 o

f a
 p

a
rtic

u
la

r in
v
e

s
tm

e
n
t p

ro
d
u
c
t.  

O
th

e
r d

a
ta

 
P

o
rtfo

lio
 a

n
a
lys

is
 m

a
y b

e
 b

a
s
e
d
 o

n
 in

fo
rm

a
tio

n
 o

n
 le

s
s
 th

a
n
 a

ll o
f th

e
 s

e
c
u
ritie

s
 h

e
ld

 in
 th

e
 p

o
rtfo

lio
.  F

o
r e

q
u
ity p

o
rtfo

lio
s
, th

e
 a

n
a

lys
is

 typ
ic

a
lly re

fle
c
ts

 
s
e
c
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f p
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y d
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t c
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r d
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 d
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p
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 c

a
lc

u
la

te
d
 b

y th
e
 in

v
e

s
tm

e
n
t 

m
a
n
a
g
e
r, M

o
rg

a
n
 S

ta
n
le

y W
e
a
lth

 M
a
n
a
g
e
m

e
n
t o

r a
 th
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p
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 c
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 c
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 d

is
c
u
s
s
e
d
 in

 th
is

 re
p
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t b
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r p
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c
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r p
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c
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 d
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 b
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 b
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p
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 d
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 d
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 b
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b
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 c
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b
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r o
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 p
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c
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 m
a
y b

e
 s

u
b
je

c
t to

 s
ta

te
 a

n
d
 lo

c
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e
 

fe
d
e
ra

l A
lte

rn
a
tiv

e
 M

in
im

u
m

 T
a
x
.  R

e
a
liz

e
d
 c

a
p
ita

l g
a
in

s
 o

n
 th

e
s
e
 in

v
e
s
tm

e
n
ts

 m
a

y b
e
 s

u
b
je

c
t to

 fe
d
e
ra

l, s
ta

te
 a

n
d
 lo

c
a
l c

a
p
ita

l g
a
in

s
 ta

x
.  



F
U

L
L

E
R

 &
 T

H
A

L
E

R
 S

M
A

L
L

 C
A

P
 V

A
L

U
E

/ U
N

D
IS

C
O

V
E

R
E

D
 M

A
N

A
G

E
R

S
 B

E
H

A
V

IO
R

A
L
 V

A
L

U
E

 F
U

N
D

N
O

V
E

M
B

E
R

 3
0

, 2
0

1
51
1

C
o

n
flic

ts
 o

f In
te

re
s
t

G
IM

A
�s

 g
o
a
l is

 to
 p

ro
v
id

e
 p

ro
fe

s
s
io

n
a
l, o

b
je

c
tiv

e
 e

v
a
lu

a
tio

n
s
 in

 s
u
p
p
o
rt o

f th
e
 M

o
rg

a
n
 S

ta
n
le

y W
e

a
lth

 M
a
n
a
g
e
m

e
n

t in
v
e
s
tm

e
n
t a

d
v
is

o
ry

 p
ro

g
ra

m
s
.  W

e
 h

a
v
e

 
p
o
lic

ie
s
 a

n
d
 p

ro
c
e
d
u
re

s
 to

 h
e
lp

 u
s
 m

e
e
t th

is
 g

o
a
l.  H

o
w

e
v
e
r, o

u
r b

u
s
in

e
s
s
 is

 s
u
b
je

c
t to

 v
a
rio

u
s
 c

o
n
flic

ts
 o

f in
te

re
s
t.  F

o
r e

x
a
m

p
le

, id
e
a

s
 a

n
d
 s

u
g
g
e
s
tio

n
s
 fo

r 
w

h
ic

h
 in

v
e
s
tm

e
n

t p
ro

d
u
c
ts

 s
h
o
u
ld

 b
e
 e

v
a
lu

a
te

d
 b

y G
IM

A
 c

o
m

e
 fro

m
 a

 v
a
rie

ty
 o

f s
o
u
rc

e
s
, in

c
lu

d
in

g
 o

u
r M

o
rg

a
n
 S

ta
n
le

y W
e
a
lth

 M
a
n
a
g
e
m

e
n
t F

in
a
n
c
ia

l 
A

d
v
is

o
rs

 a
n
d
 th

e
ir d

ire
c
t o

r in
d
ire

c
t m

a
n
a
g
e
rs

, a
n

d
 o

th
e
r b

u
s
in

e
s
s
 p

e
rs

o
n
s
 w

ith
in

 M
o
rg

a
n
 S

ta
n
le

y
 W

e
a
lth

 M
a
n
a
g
e

m
e
n
t o

r its
 a

ffilia
te

s
.  S

u
c
h
 p

e
rs

o
n
s
 m

a
y
 

h
a
v
e
 a

 o
n
g
o
in

g
 b

u
s
in

e
s
s
 re

la
tio

n
s
h
ip

 w
ith

 c
e
rta

in
 in

v
e
s
tm

e
n
t m

a
n
a
g
e
rs

 o
r m

u
tu

a
l fu

n
d
 c

o
m

p
a
n
ie

s
 w

h
e
re

b
y
 th

e
y
, M

o
rg

a
n
 S

ta
n
le

y W
e
a

lth
 M

a
n
a
g
e
m

e
n
t o

r its
 

a
ffilia

te
s
 re

c
e
iv

e
 c

o
m

p
e
n
s
a
tio

n
 fro

m
, o

r o
th

e
rw

is
e

 re
la

te
d
 to

, th
o
s
e

 in
v
e
s
tm

e
n
t m

a
n
a
g
e
rs

 o
r m

u
tu

a
l fu

n
d
s
.  F

o
r e

x
a

m
p
le

, a
 F

in
a
n
c
ia

l A
d
v
is

o
r m

a
y s

u
g
g
e
s
t 

th
a
t G

IM
A

 e
v
a
lu

a
te

s
 a

n
 in

v
e
s
tm

e
n
t m

a
n
a
g
e

r o
r fu

n
d
 in

 w
h
ic

h
 a

 p
o

rtio
n
 o

f h
is

 o
r h

e
r c

lie
n
ts

� a
s
s
e
ts

 a
re

 a
lre

a
d

y
 in

v
e
s
te

d
.  W

h
ile

 s
u
c
h
 a

 re
c
o
m

m
e
n
d
a

tio
n
 is

 
p
e
rm

is
s
ib

le
, G

IM
A

 is
 re

s
p
o
n
s
ib

le
 fo

r th
e

 o
p
in

io
n
s
 e

x
p
re

s
s
e
d
 b

y
 G

IM
A

.  S
e
e
 th

e
 c

o
n
flic

ts
 o

f in
te

re
s
t s

e
c
tio

n
 in

 th
e
 a

p
p
lic

a
b
le

F
o
rm

 A
D

V
 D

is
c
lo

s
u
re

 D
o
c
u
m

e
n
t 

fo
r M

o
rg

a
n

 S
ta

n
le

y W
e
a
lth

 M
a
n
a

g
e
m

e
n
t fo

r a
 d

is
c
u
s
s
io

n
 o

f o
th

e
r typ

e
s
 o

f c
o
n
flic

ts
 th

a
t m

a
y
 b

e
 re

le
v
a
n
t to

 G
IM

A
�s

 e
v
a
lu

a
tio

n
 o

f m
a

n
a
g
e
rs

 a
n

d
 fu

n
d

s
.  In

 
a
d
d
itio

n
, M

o
rg

a
n

 S
ta

n
le

y W
e

a
lth

 M
a
n
a
g
e
m

e
n
t, M

S
&

C
o
., m

a
n
a
g

e
rs

 a
n
d
 th

e
ir a

ffilia
te

s
 p

ro
v
id

e
 a

 v
a

rie
ty o

f s
e
rv

ic
e
s
 (in

c
lu

d
in

g
 re

s
e
a
rc

h
, b

ro
k
e
ra

g
e
, a

s
s
e
t 

m
a
n
a
g
e
m

e
n
t, 

tra
d
in

g
,

le
n
d
in

g
 
a

n
d
 
in

v
e
s
tm

e
n
t 

b
a
n
k
in

g
 

s
e
rv

ic
e
s
) 

fo
r 

e
a
c
h
 

o
th

e
r 

a
n
d
 
fo

r 
v
a
rio

u
s
 
c
lie

n
ts

, 
in

c
lu

d
in

g
 
is

s
u
e
rs

 
o
f 

s
e
c
u
ritie

s
 
th

a
t 

m
a

y 
b

e
 

re
c
o
m

m
e
n
d
e
d
 fo

r p
u
rc

h
a
s
e
 o

r s
a
le

 b
y c

lie
n
ts

 o
r a

re
 o

th
e
rw

is
e
 h

e
ld

 in
 c

lie
n
t a

c
c
o
u
n
ts

, a
n
d
 m

a
n
a
g
e
rs

 in
 v

a
rio

u
s
 a

d
v
is

o
ry p

ro
g
ra

m
s
. M

o
rg

a
n
 S

ta
n
le

y
 W

e
a
lth

 
M

a
n
a
g
e
m

e
n
t, 

m
a
n
a
g
e
rs

, 
M

S
&

C
o
., 

a
n
d
 

th
e
ir 

a
ffilia

te
s
 

re
c
e
iv

e
 

c
o
m

p
e
n
s
a
tio

n
 

a
n

d
 

fe
e
s
 

in
 

c
o
n
n
e
c
tio

n
 

w
ith

 
th

e
s
e
 

s
e
rv

ic
e
s
. 

 
M

o
rg

a
n
 

S
ta

n
le

y
 

W
e
a
lth

 
M

a
n
a
g
e
m

e
n
t b

e
lie

v
e
s
 th

a
t th

e
 n

a
tu

re
 a

n
d
 ra

n
g
e
 o

f c
lie

n
ts

 to
 w

h
ic

h
 s

u
c
h
 s

e
rv

ic
e
s
 a

re
 re

n
d

e
re

d
 is

 s
u
c
h
 th

a
t it w

o
u
ld

 b
e
 in

a
d
v
is

a
b
le

 to
 e

x
c
lu

d
e
 c

a
te

g
o
ric

a
lly

 
a
ll o

f th
e
s
e
 c

o
m

p
a
n
ie

s
 fro

m
 a

n
 a

c
c
o
u
n
t. 

©
 2

0
1
5
 M

o
rg

a
n
 S

ta
n
le

y S
m

ith
 B

a
rn

e
y L

L
C

. M
e
m

b
e
r S

IP
C

.  



G
L

O
B

A
L

 IN
V

E
S

T
M

E
N

T
 M

A
N

A
G

E
R

 A
N

A
L

Y
S

IS
A

P
R

IL
 2

9
, 2

0
1

5

T
h
is

 re
p
o
rt is

 o
n
ly

 to
 b

e
 u

s
e
d
 in

 c
o
n
n
e
c
tio

n
 w

ith
 in

v
e
s
tm

e
n
t a

d
v
is

o
ry

 p
ro

g
ra

m
s
 a

n
d
 n

o
t b

ro
k
e
ra

g
e
 a

c
c
o
u

n
ts

.
B

e
fo

re
 in

v
e
s
tin

g
, c

o
n
s
id

e
r th

e
 fu

n
d
's

 in
v
e
s
tm

e
n
t o

b
je

c
tiv

e
s
, ris

k
s
, c

h
a
rg

e
s
 a

n
d
 e

x
p

e
n
s
e
s
. C

o
n
ta

c
t y

o
u
r F

in
a
n
c
ia

l A
d
v
is

o
r o

r P
riv

a
te

 W
e
a
lth

 A
d
v
is

o
r 

fo
r a

 p
ro

s
p

e
c
tu

s
 c

o
n
ta

in
in

g
 th

is
 a

n
d
 o

th
e
r in

fo
rm

a
tio

n
 a

b
o
u
t th

e
 fu

n
d
. R

e
a
d
 it c

a
re

fu
lly

 b
e
fo

re
 in

v
e
s
tin

g
. M

o
re

 in
fo

rm
a
tio

n
 re

g
a
rd

in
g
 th

e
 fe

e
s
, 

e
x
p

e
n
s
e
s
 a

n
d
 p

e
rfo

rm
a
n
c
e
 (b

u
t n

o
t in

c
lu

d
in

g
 th

e
 M

o
rg

a
n
 S

ta
n
le

y
 W

e
a
lth

 M
a
n
a
g
e
m

e
n
t p

ro
g
ra

m
 fe

e
) is

 a
v
a
ila

b
le

 a
t th

e
 w

e
b
s
ite

 n
o
te

d
 a

b
o
v
e
.

M
o
rg

a
n
 S

ta
n
le

y
 W

e
a
lth

 M
a
n
a
g
e

m
e
n
t is

 th
e
 tra

d
e

 n
a
m

e
 o

f M
o
rg

a
n

 S
ta

n
le

y S
m

ith
 B

a
rn

e
y
 L

L
C

, a
 re

g
is

te
re

d
 b

ro
k
e

r-d
e

a
le

r in
 th

e
 U

n
ite

d
 S

ta
te

s
. T

h
is

 m
a
te

ria
l 

h
a
s
 b

e
e
n
 p

re
p
a
re

d
 fo

r in
fo

rm
a
tio

n
a
l p

u
rp

o
s
e
s
 o

n
ly

 a
n
d
 is

 n
o
t a

n
 o

ffe
r to

 b
u

y
 o

r s
e
ll o

r a
 s

o
lic

ita
tio

n
 o

f a
n

y o
ffe

r to
 b

u
y
 o

r s
e
ll a

n
y s

e
c
u
rity o

r o
th

e
r fin

a
n
c
ia

l 
in

s
tru

m
e
n
t o

r to
 p

a
rtic

ip
a
te

 in
 a

n
y
 tra

d
in

g
 s

tra
te

g
y
. P

a
s
t p

e
rfo

rm
a

n
c
e
 is

 n
o
t n

e
c
e
s
s
a
rily a

 g
u
id

e
 to

 fu
tu

re
 p

e
rfo

rm
a
n
c
e
.

T
h
is

 is
 n

o
t a

 �re
s
e
a
rc

h
 re

p
o

rt� a
s
 d

e
fin

e
d
 b

y N
A

S
D

 R
u
le

 2
7
1
1
 a

n
d
 w

a
s
 n

o
t p

re
p

a
re

d
 b

y th
e
 R

e
s
e
a
rc

h
 D

e
p
a

rtm
e
n
ts

 o
f M

o
rg

a
n
 S

ta
n
le

y
 S

m
ith

 B
a
rn

e
y L

L
C

 o
r 

its
 a

ffilia
te

s
.

IN
V

E
S

T
M

E
N

T
 P

R
O

D
U

C
T

S
: N

O
T

 F
D

IC
 IN

S
U

R
E

D
*N

O
 B

A
N

K
 G

U
A

R
A

N
T

E
E

*M
A

Y
 L

O
S

E
 V

A
L
U

E
 

©
 2

0
1
5
 M

o
rg

a
n
 S

ta
n
le

y S
m

ith
 B

a
rn

e
y L

L
C

. M
e
m

b
e
r S

IP
C

.

K
a
y
n
e
 A

n
d

e
rs

o
n
/V

irtu
s
 S

m
a
ll C

a
p
 

Q
u
a
lity

 V
a
lu

e
A

P
P

R
O

V
E

D
L

IS
T

 R
E

P
O

R
T

S
T

R
A

T
E

G
Y

 D
E

T
A

IL
S

IN
V

E
S

T
M

E
N

T
 S

T
Y

L
E

:
S

m
a
ll C

a
p

 V
a
lu

e

B
E

N
C

H
M

A
R

K
:

R
u
s
s
e
ll 2

0
0
0
 V

a
lu

e

G
IM

A
S

T
A

T
U

S
:

A
p
p

ro
v
e
d
 L

is
t

P
R

O
D

U
C

T
 T

Y
P

E
:

S
e
p

a
ra

te
ly

 M
a
n
a

g
e
d
 A

c
c
o
u
n
t &

 
M

u
tu

a
l F

u
n
d

T
IC

K
E

R
 S

Y
M

B
O

L
P

Q
S

A
X

, P
X

Q
S

X
 (T

R
A

K
 F

S
, U

M
A

)

h
ttp

://w
w

w
.k

a
y
n
e

.c
o
m

;
w

w
w

.v
irtu

s
.c

o
m

S
T

R
A

T
E

G
Y

 D
E

S
C

R
IP

T
IO

N

T
h

e K
ay

n
e A

n
d

erso
n

/V
irtu

s S
m

all C
ap

 Q
u

ality
 V

alu
e is a 

co
n

cen
trated

,
lo

w
 

tu
rn

o
v

er 
strateg

y
. 

T
h

e 
in

v
estm

en
t 

team
 

em
p

lo
y

s 
a 

d
iscip

lin
ed

, 
b

o
tto

m
-u

p
 

fu
n

d
am

en
tal 

research
 

ap
p

ro
ach

 attem
p

tin
g

 to
 id

en
tify

 h
ig

h
-q

u
ality

 co
m

p
an

ies w
ith

 
th

e fo
llo

w
in

g
 
ch

aracteristics: 
M

ark
et 

D
o

m
in

an
ce, F

in
an

cial 
S

tren
g

th
, C

o
n

sisten
t G

ro
w

th
 an

d
 M

an
ag

em
en

t E
x

cellen
ce.

J
E

F
F

 M
E

K
U

L
S

K
I

V
ic

e
 P

re
s
id

e
n
t

J
e
ffre

y
.J

.M
e
k
u
ls

k
i@

m
s
.c

o
m

+
1
 3

0
2
 8

8
8

-6
3
7
3

 S
u

m
m

a
ry

 o
f O

p
in

io
n

:
K

ay
n

e A
n

d
erso

n
 R

u
d

n
ick

 (�K
A

R
�) fo

llo
w

s a b
o

tto
m

-u
p

 secu
rity

 selectio
n
 

p
ro

cess, 
fo

cu
sin

g
 

o
n

 
fu

n
d

am
en

tally
 

so
u

n
d

 
co

m
p

an
ies 

th
at 

p
o
ssess 

in
tellectu

al 
cap

ital 
an

d
 

a 
m

an
ag

em
en

t 
team

 
ad

ep
t 

at 
u
sin

g
 

cap
ital.  

A
d

d
itio

n
ally

, th
ere are tim

es w
h

en
 K

A
R

 is w
illin

g
 to

 p
ay

 u
p

 fo
r g

ro
w

th
, 

w
h

ich
 at tim

es
h

as resu
lted

 in
 g

ro
w

th
 an

d
 v

alu
e ch

aracteristics th
at are at a 

p
rem

iu
m

, relativ
e to

 th
e R

u
ssell 2

0
0

0
 V

alu
e In

d
ex

.   W
ith

 th
is p

h
ilo

so
p

h
y

, 
p

ro
cess an

d
 sty

le th
e m

an
ag

er seek
s to

 ex
ceed

b
en

ch
m

ark
 retu

rn
s o

v
er fu

ll 
m

ark
et cy

cles.  

G
iv

en
 
th

e 
in

v
estm

en
t 

p
ro

cess�s 
fo

cu
s 

o
n

 
h

ig
h

er 
q

u
ality

 
co

m
p

an
ies 

w
ith

 
stro

n
g

 b
alan

ce sh
eets, cash

 flo
w

s an
d

 earn
in

g
s, th

e strateg
y

 sh
o
u
ld

 ty
p

ically
 

o
u

tp
erfo

rm
 

in
 

flat 
an

d
 

d
o

w
n

 
m

ark
ets 

an
d

 
lag

 
in

 
lo

w
er 

q
u
ality

, 
stro

n
g

 

m
o

m
en

tu
m

-d
riv

en
 m

ark
ets.

K
A

R
 stated

 th
at In

v
estm

en
t C

h
air an

d
 fo

rm
er C

o
-C

IO
/L

ead
-P

M
 fo

r th
e 

S
m

all an
d

 S
m

id
 C

ap
 strateg

ies, R
o
b

ert S
ch

w
arzk

o
p

f, retired
 o

n
 D

ecem
b

er 

3
1

, 2
0

1
4

.  A
lth

o
u

g
h

 th
e d

ep
artu

re o
f M

r. S
ch

w
arzk

o
p

f is co
n
cern

in
g
. T

h
e 

firm
 

h
as 

b
een

 
p

ro
activ

e 
o

v
er 

th
e 

p
ast 

few
 

y
ears 

in
 

p
rep

arin
g
 

fo
r 

M
r. 

S
ch

w
arzk

o
p

f�s 
ev

en
tu

al 
retirem

en
t. 

S
in

ce 
2

0
1

1
, 

K
A

R
 
h

as 
ex

p
an

d
ed

 
th

e 

in
v

estm
en

t team
 an

d
 also

 h
ired

 C
IO

, D
o

u
g

 F
o

rem
an

 (7
/2

0
1

1
). G

IM
A

 v
iew

s 
th

e cu
rren

t in
v

estm
en

t team
 to

 b
e cap

ab
le o

f co
n

tin
u

in
g

 to
 im

p
lem

en
t th

e 
in

v
estm

en
t p

ro
cess an

d
 p

o
rtfo

lio
 m

an
ag

em
en

t w
ith

 little d
isru

p
tio

n
.



K
A

Y
N

E
 A

N
D

E
R

S
O

N
/V

IR
T

U
S

 S
M

A
L
L

 C
A

P
 Q

U
A

L
IT

Y
 V

A
L

U
E

A
P

R
IL

 2
9

, 2
0
1

52

P
o

s
itiv

e
 A

ttrib
u

te
s

E
x
p

erien
ced

 eq
u

ity
 in

v
estm

en
t team

. 

T
h

e firm
 h

as ad
h

ered
 to

 its in
v

estm
en

t p
ro

cess b
ased

 o
n

 th
e ev

alu
atio

n
 o

f 
h

isto
rical retu

rn
s an

d
 p

o
rtfo

lio
 ch

aracteristics.

P
o

in
ts

 to
 C

o
n

s
id

e
r

H
ig

h
ly

 co
n

cen
trated

 p
ro

d
u

ct th
at can

 lead
 to

 h
ig

h
 track

in
g

 erro
r co

m
p

ared
 to

 

its b
en

ch
m

ark
.   

L
o

w
 tu

rn
o

v
er.

In
d

iv
id

u
al secu

rity
 w

eig
h

ts o
f u

p
 to

 9
%

 m
ay

 lead
 to

 larg
e relativ

e p
erfo

rm
an

ce 
flu

ctu
atio

n
s co

m
p

ared
 to

 its b
en

ch
m

ark
.

W
ill n

o
t in

v
est in

 h
ig

h
ly

 cap
ital in

ten
se co

m
p

an
ies.  T

h
erefo

re th
e p

o
rtfo

lio
 

ten
d

s u
n

d
erw

eig
h

t th
e U

tilities an
d

 E
n

erg
y

 secto
rs, as w

ell as T
ran

sp
o

rtatio
n

 
sto

ck
s.

P
erfo

rm
an

ce 
d

isp
ersio

n
 

b
etw

een
 

S
M

A
 

an
d

 
m

u
tu

al 
fu

n
d

 
(see 

A
d

d
itio

n
al 

C
o

m
m

en
ts).

A
re

a
s
 o

f C
o

n
c
e
rn

T
h

e S
trateg

y
 h

as h
isto

rically
 b

een
h

eav
ily

 in
flu

en
ced

 b
y

fo
rm

er C
o

-C
IO

/ lead
 

P
o

rtfo
lio

 M
an

ag
er, R

o
b

ert S
ch

w
arzk

o
p

f.  A
lth

o
u

g
h

G
IM

A
h

as co
n

fid
en

ce
in

 
th

e ab
ilities o

f th
e ex

istin
g

m
an

ag
em

en
t

team
, in

clu
d

in
g

 C
IO

 D
o

u
g

 F
o

rem
an

, 
to

 co
n

tin
u

e to
 im

p
lem

en
t th

e o
v

erall in
v

estm
en

t
p

ro
cess, G

IM
A

b
eliev

es th
e

team
w

ill u
n

d
erg

o
 a sh

o
rt-term

 ad
ju

stm
en

t p
erio

d
. T

h
is m

ay
 also

 resu
lt in

 th
e 

p
o

ten
tial 

ad
d

ed
 

p
ressu

re 
to

 
p

erfo
rm

w
ell 

o
v

er 
th

e 
sh

o
rt-term

, 
g

iv
en

 
M

r.
S

ch
w

arzk
o

p
f�s

sig
n

ifican
t in

flu
en

ce o
n

 th
e strateg

y
.

N
e
w

s
 S

u
m

m
a
ry

D
ecem

b
er 

2
0

1
4

 
�

In
v

estm
en

t 
C

h
air 

an
d

 
fo

rm
er 

C
o

-C
IO

/L
ead

-P
M

 
fo

r 
th

e 
S

m
all an

d
 S

m
id

 C
ap

 strateg
ies, R

o
b

ert S
ch

w
arzk

o
p

f, retired
.

Ju
n

e 2
0

1
4

 �
H

ired
 R

esearch
 A

n
aly

st, C
h

risto
p

h
er B

en
w

ay
 as rep

lacem
en

t.
A

p
ril 2

0
1

4
 �

R
esearch

 A
n

aly
st, V

i T
ran

 d
ep

arted
 th

e firm
.

Ju
n

e 2
0

1
3

 �
H

ired
 R

esearch
 A

n
aly

st, Ju
lie B

iel as rep
lacem

en
t.

M
arch

 2
0

1
3

 �
R

esearch
 A

n
aly

st, R
eb

ek
a M

iln
es d

ep
arted

 th
e firm

.

F
eb

ru
ary

 2
0

1
2

 �
H

ired
 R

esearch
 A

n
aly

st, R
eb

ek
a M

iln
es.

D
ecem

b
er 2

0
1

1
 �

H
ired

 R
esearch

 A
n

aly
st, C

h
ris W

rig
h

t.
O

cto
b

er 2
0

1
1

 �
H

ired
 R

esearch
 A

n
aly

st, V
i T

ran
.

Ju
ly

 2
0

1
1

 �
H

ired
 D

irecto
r o

f E
q

u
ities, D

o
u

g
 F

o
rem

an
.

A
d

d
itio

n
a
l C

o
m

m
e
n

ts
P

erfo
rm

an
ce d

isp
ersio

n
 h

as b
een

 relativ
ely

 h
ig

h
 b

etw
een

 th
e S

M
A

 an
d

 m
u

tu
al 

fu
n

d
. T

h
is can

 b
e attrib

u
ted

 to
 v

ary
in

g
 asset flo

w
s w

ith
in

 th
e m

u
tu

al fu
n

d
 o

v
er 

v
ario

u
s 

tim
e 

p
erio

d
s. 

 
In

 
p

articu
lar, 

p
erfo

rm
an

ce 
d

isp
ersio

n
 

in
 

2
0

1
0

 
w

as 
m

ean
in

g
fu

lly
 im

p
acted

 d
u

e to
 th

e fu
n

d
�s m

erg
er w

ith
 th

e H
arris S

m
all V

alu
e 

F
u

n
d

.

P
o

rtfo
lio

 T
ra

its

E
q

u
ity

R
a
n

g
e
 o

f H
o

ld
in

g
s

2
0
-3

5

M
a
x
im

u
m

 P
o
s
itio

n
 S

iz
e

5
%

 a
t c

o
s
t

E
c
o
n
 S

e
c
to

r C
o
n
s
tra

in
ts

+
/-

1
0
%

 R
u
s
s
e
ll 2

0
0

0
 

V
a
lu

e
 In

d
e

x s
e

c
to

r 
w

e
ig

h
ts

C
o
u

n
try C

o
n
s
tra

in
ts

U
S

 o
n
ly

E
m

e
rg

in
g
 M

k
ts

 C
o
n
s
tra

in
ts

N
/A

C
u
rre

n
c
y H

e
d

g
in

g
N

o

T
ra

c
k
in

g
 E

rro
r T

a
rg

e
t

N
o

T
yp

ic
a
l A

n
n
u
a

l T
u
rn

o
v
e
r

2
5
-3

5
%

In
v
e
s
ts

 in
 A

D
R

s
N

o

In
v
e
s
ts

 in
 IP

O
s

N
o

L
iq

u
id

ity C
o
n
s
tra

in
ts

N
o
n

e

M
a
x
im

u
m

 C
a
s
h

1
0
%

T
yp

ic
a
l C

a
s
h
 P

o
s
itio

n
2
%

E
s
t. P

ro
d
u
c
t C

a
p
a
c
ity

$
2
.2

b
illio

n

S
o
u
rc

e
:  K

a
y
n
e
 A

n
d
e
rs

o
n
, G

IM
A



K
A

Y
N

E
 A

N
D

E
R

S
O

N
/V

IR
T

U
S

 S
M

A
L
L

 C
A

P
 Q

U
A

L
IT

Y
 V

A
L

U
E

A
P

R
IL

 2
9

, 2
0
1

53

In
v
e
s
tm

e
n

t C
a
p

a
b

ilitie
s
 O

v
e
rv

ie
w

P
o

rtfo
lio

 M
a
n

a
g

e
m

e
n

t T
e
a
m

D
ay

-to
-d

ay
 m

an
ag

em
en

t o
f th

e sm
all cap

 v
alu

e in
v

estm
en

t strateg
y

 is th
e 

resp
o

n
sib

ility
 o

f co
-p

o
rtfo

lio
 m

an
ag

ers,
C

raig
 S

to
n

e an
d

 Ju
lie K

u
taso

v
. M

s. 
K

u
taso

v
 h

as serv
ed

 as a research
 an

aly
st su

p
p

o
rtin

g
 th

e p
o

rtfo
lio

 m
an

ag
em

en
t 

team
 sin

ce 2
0

0
1

 an
d

 w
as p

ro
m

o
ted

 to
 co

-p
o

rtfo
lio

 m
an

ag
er o

n
 th

e strateg
y

 
effectiv

e A
p

ril 1
, 2

0
0

8
.  A

d
d

itio
n

ally
, M

r. S
to

n
e w

as p
ro

m
o

ted
 to

 co
-p

o
rtfo

lio
 

m
an

ag
er o

n
 F

eb
ru

ary
 1

, 2
0

0
9

 an
d

 h
e h

as b
een

 o
n

 th
e strateg

y
 as a research

 

an
aly

st 
sin

ce 
2

0
0

0
. 

T
h

e 
p

o
rtfo

lio
 

m
an

ag
em

en
t 

team
 

is 
su

p
p

o
rted

 
b

y
 

six
 

research
 an

aly
sts.

In
v
e
s
tm

e
n

t P
h

ilo
s
o

p
h

y
 &

 P
ro

c
e
s
s

K
A

R
�s sm

all cap
 v

alu
e strateg

y
 is stru

ctu
red

 o
n

 th
e p

rem
ise th

at co
m

p
etitiv

e 

risk
-ad

ju
sted

 
retu

rn
s 

can
 

b
e 

ach
iev

ed
 

th
ro

u
g

h
 

in
v

estm
en

t 
in

 
h

ig
h

-q
u

ality
 

co
m

p
an

ies p
u

rch
ased

 at reaso
n

ab
le p

rices.  
K

A
R

 
em

p
lo

y
s 

a 
d

iscip
lin

ed
, 

b
o

tto
m

-u
p

 
fu

n
d

am
en

tal 
research

 
ap

p
ro

ach
 

attem
p

tin
g

 
to

 
id

en
tify

 
h

ig
h

-q
u

ality
 

co
m

p
an

ies 
w

ith
 

th
e 

fo
llo

w
in

g
 

ch
aracteristics: 

o
M

ark
et 

D
o

m
in

an
ce 

(stro
n

g
 

b
u

sin
ess 

m
o

d
el 

an
d

 
su

stain
ab

le 
co

m
p

etitiv
e ad

v
an

tag
es)

o
F

in
an

cial 
S

tren
g

th
 

(lo
w

 
d

eb
t 

b
alan

ce 
sh

eet, 
risin

g
 

free 
cash

 
flo

w
, an

d
 stro

n
g

 p
ro

fit m
arg

in
s)

o
C

o
n

sisten
t G

ro
w

th
 (lo

w
 v

o
latility

 o
f earn

in
g

s an
d

 h
ig

h
 retu

rn
 

o
n

 in
v

ested
 cap

ital)
o

M
an

ag
em

en
t E

x
cellen

ce (strateg
ic v

isio
n

/lead
ersh

ip
 an

d
 track

 

reco
rd

 o
f su

ccess). 
C

o
m

p
an

ies th
at m

eet K
A

R
�s in

itial q
u

ality
 in

v
estm

en
t stan

d
ard

s are su
b
jected

 
to

 fu
n

d
am

en
tal research

 th
at u

ltim
ately

 resu
lts in

 th
e creatio

n
 o

f a fo
cu

s list o
f 

ro
u

g
h

ly
 5

0
 to

 6
0

 co
m

p
an

ies th
at th

e team
 fo

llo
w

s fo
r p

o
ssib

le in
clu

sio
n

 in
 th

e 
m

o
d

el p
o

rtfo
lio

 (ap
p

ro
x

im
ately

 2
0

 to
 3

5
 co

m
p

an
ies).  K

A
R

�s fu
n

d
am

en
tal 

research
 

p
ro

cess 
co

n
sists 

o
f 

1
) 

q
u

alitativ
e, 

2
) 

fin
an

cial, 
an

d
 

3
) 

v
alu

atio
n

 

an
aly

sis. 
 

Q
u

alitativ
e 

A
n

aly
sis 

assesses 
a 

co
m

p
an

y
�s 

lo
n

g
-term

 
m

ark
et 

p
o

sitio
n

in
g

, p
ro

sp
ects, an

d
 co

m
p

etitiv
e ad

v
an

tag
es.  T

h
e su

stain
ab

ility
 o

f a 
co

m
p

an
y

�s 
b

u
sin

ess 
m

o
d

el 
is 

ev
alu

ated
 

in
 

lig
h

t 
o

f 
ch

an
g

in
g

 
b

u
sin

ess 

co
n

d
itio

n
s. 

In
 
ad

d
itio

n
, 

K
A

R
 

ev
alu

ates 
m

an
ag

em
en

t�s 
strateg

ies, 
fin

an
cial 

g
o

als, 
track

 
reco

rd
, 

an
d

 
sh

areh
o

ld
er 

v
alu

e 
o

rien
tatio

n
. 

 
F

in
an

cial 
A

n
aly

sis 
in

v
o

lv
es an

 h
isto

rical ex
am

in
atio

n
 o

f a co
m

p
an

y
�s in

co
m

e statem
en

t, cash
 

flo
w

 
statem

en
t, 

an
d

 
b

alan
ce 

sh
eet 

o
n

 
an

 
ab

so
lu

te 
an

d
 
p

eer 
relativ

e 
b

asis.  
V

alu
atio

n
 
A

n
aly

sis, 
acco

m
p

lish
ed

 
in

 
p

art, 
v

ia 
an

 
ex

am
in

atio
n

 
o

f 
d

ifferen
t 

ratio
s (in

clu
d

in
g

 p
rice to

 sales, en
terp

rise v
alu

e to
 sales, en

terp
rise v

alu
e to

 

E
B

IT
D

A
, p

rice to
 earn

in
g

s, p
rice to

 b
o

o
k

, p
rice to

 cash
 flo

w
, d

iv
id

en
d

 y
ield

), 
h

elp
s 

d
eterm

in
e 

th
e 

cu
rren

t 
an

d
 

p
o

ten
tial 

v
alu

e 
o

f 
each

 
co

m
p

an
y

 
u

n
d

er 
v

ario
u

s scen
ario

s.

T
h

e 
m

o
d

el p
o

rtfo
lio

 is ty
p

ically
 co

n
cen

trated
 in

 2
0

 to
 3

5
 h

ig
h

 co
n

v
ictio

n
 

in
v

estm
en

t h
o

ld
in

g
s.  F

ro
m

 a risk
 m

an
ag

em
en

t p
ersp

ectiv
e, secto

r allo
catio

n
s 

are lim
ited

 to
 n

o
 m

o
re th

an
 +

/-
1

0
%

 o
f th

e secto
r w

eig
h

ts o
f th

e R
u
ssell 2

0
0

0
 

V
alu

e In
d

ex
.  T

h
ere is an

 ad
d

itio
n

al co
m

p
an

y
 lim

it o
f 5

%
 at co

st in
 an

y
 o

n
e 

secu
rity

. 
 

T
h

e 
p

o
rtfo

lio
 

m
an

ag
ers 

m
ay

 
allo

w
 

an
 

in
d

iv
id

u
al 

secu
rity

 
to

 
ap

p
reciate 

u
p

 
to

 
9

%
 
in

 
th

e 
p

o
rtfo

lio
 
b

efo
re 

it 
is 

red
u

ced
. 

 
T

y
p
ically

, 
th

e 

m
ax

im
u

m
 m

ark
et cap

 o
f an

 in
d

iv
id

u
al p

o
sitio

n
 w

ill n
o

t b
e larg

er th
an

 th
e 

larg
est m

ark
et cap

 o
f th

e R
u

ssell 2
0

0
0

 V
alu

e In
d

ex
.

O
th

e
r K

e
y
 Ite

m
s

D
e
c
is

io
n

 M
a
k
in

g
T

h
e 

p
o

rtfo
lio

 
m

an
ag

ers, 
in

 
co

n
su

ltatio
n
 

w
ith

 
th

e 
an

aly
sts, estab

lish
 a targ

et h
ig

h
, lo

w
 an

d
 b

ase p
rice 

fo
r each

 secu
rity

 o
n

 th
e m

o
d

el p
o
rtfo

lio
 an

d
 fo

cu
s 

list. 
T

h
e 

p
o

rtfo
lio

 
m

an
ag

ers 
h
o
ld

 
th

e 
u
ltim

ate 
resp

o
n

sib
ility

 fo
r co

n
stru

ctio
n

 an
d
 m

an
ag

em
en

t o
f 

th
e p

o
rtfo

lio
.

S
e
ll P

ro
c
e
s
s

T
h

e sell d
iscip

lin
e in

clu
d

es sellin
g
 a secu

rity
 w

h
en

 
o

n
e o

r m
o

re o
f th

e fo
llo

w
in

g
 o

ccu
rs: 

(1
)

T
arg

et p
rice is ach

iev
ed

 

(2
)

P
o

ten
tial o

p
p

o
rtu

n
ity

 to
 u

p
g

rad
e th

e p
o
rtfo

lio
 

ex
ists 

(en
h

an
ce 

q
u

ality
 

ch
aracteristics, 

accelerate 
g

ro
w

th
 

p
ro

file, 
im

p
ro

v
e 

v
alu

e 
m

etrics) 
(3

)
D

iv
ersificatio

n
 

req
u

irem
en

t 
ex

ists 
(p

o
rtfo

lio
 

reb
alan

ce w
ith

in
 secto

r co
n

tro
ls/o

p
p

o
rtu

n
ity

 to
 

im
p

ro
v

e in
d

u
stry

 m
ix

) 
(4

)
F

u
n

d
am

en
tal n

eg
ativ

e ch
an

g
e to

 th
e co

m
p

an
y

 
o

r in
d

u
stry

 h
as o

ccu
rred

T
ra

c
k
 R

e
c

o
rd

 R
e
lia

b
ility

P
o

rtfo
lio

M
an

ag
ers, C

raig
 S

to
n

e an
d

 Ju
lie K

u
taso

v
, 

h
av

e b
een

 co
-m

an
ag

in
g

 th
e strateg

y
 sin

ce 2
0
0

9
 an

d
 

2
0

0
8

 resp
ectiv

ely
.

H
o

w
ev

er, u
p

 u
n
til 1

2
/2

0
1
3

, th
e 

m
an

ag
em

en
t 

o
f 

th
e 

strateg
y

 
w

as 
led

 
b

y
 

R
o
b

ert 
S

ch
w

arzk
o

p
f, 

w
h

o
 

retired
 

fro
m

 
th

e 
firm

 
in

 
D

ecem
b

er 2
0

1
4

.



K
A

Y
N

E
 A

N
D

E
R

S
O

N
/V

IR
T

U
S

 S
M

A
L
L

 C
A

P
 Q

U
A

L
IT

Y
 V

A
L

U
E

A
P

R
IL

 2
9

, 2
0
1

54

K
e

y
 In

v
e
s
tm

e
n

t P
ro

fe
s
s
io

n
a
ls

In
v
e

s
tm

e
n

t T
e

a
m

 
O

v
e

rv
ie

w
P

o
s
itio

n
A

re
a
 o

f 
C

o
v
e

ra
g

e
C

F
A

A
d

v
a
n

c
e
d

 D
e

g
re

e
 

F
ro

m
E

x
p

e
rie

n
c
e

C
a
re

e
r

F
irm

P
ro

d
u

c
t

D
o
u

g
 F

o
re

m
a
n

C
IO

/ D
ire

c
to

r o
f 

E
q
u
itie

s
G

e
n
e
ra

lis
t

H
a
rv

a
rd

1
9
8

7
2
0
1

1
2
0
1

1

C
ra

ig
 S

to
n
e

P
o
rtfo

lio
 

M
a
n
a

g
e
r/S

r. 
R

e
s
e

a
rc

h
 A

n
a

lys
t

P
ro

d
u
c
e
r 

D
u
ra

b
le

s
, E

n
e
rg

y
U

S
C

1
9
9

0
2
0
0

0
2
0
0

9

J
u
lie

 K
u
ta

s
o
v

P
o
rtfo

lio
 

M
a
n
a

g
e
r/S

r. 
R

e
s
e

a
rc

h
 A

n
a

lys
t

P
ro

d
u
c
e
r 

D
u
ra

b
le

s
, 

F
in

a
n
c
ia

ls
H

a
rv

a
rd

2
0
0

2
2
0
0

2
2
0
0

8

S
o
u
rc

e
:  K

a
y
n

e
 A

n
d
e
rs

o
n
, G

IM
A

B
u

s
in

e
s
s
 S

tru
c
tu

re
 O

v
e
rv

ie
w

H
is

to
ry

/O
w

n
e
rs

h
ip

K
ay

n
e A

n
d

erso
n

 R
u

d
n

ick
 In

v
estm

en
t M

an
ag

em
en

t w
as fo

u
n

d
ed

 in
 1

9
8

4
 b

y
 

R
ich

ard
 K

ay
n

e an
d

 Jo
h

n
 A

n
d

erso
n

, to
 m

an
ag

e th
e fu

n
d

s o
f its p

rin
cip

als an
d

 
clien

ts 
th

ro
u

g
h

 
n

o
n

-trad
itio

n
al 

in
v

estm
en

t 
p

artn
ersh

ip
s. 

T
h

e 
trad

itio
n

al 
in

v
estm

en
t m

an
ag

em
en

t b
u

sin
ess co

n
d

u
cted

 b
y

 K
A

R
 b

eg
an

 in
 1

9
8

9
 w

h
en

 
A

llan
 R

u
d

n
ick

 jo
in

ed
 th

e firm
. O

v
er th

e y
ears, K

A
R

 h
as ex

p
erien

ced
 ch

an
g

es 
in

 its o
rg

an
izatio

n
al an

d
 o

w
n

ersh
ip

 stru
ctu

re.  O
n

 Jan
u

ary
 2

9
, 2

0
0

2
, P

h
o

en
ix

 

In
v

estm
en

t 
P

artn
ers, 

L
td

. 
(�P

X
P

�), 
a 

w
h

o
lly

-o
w

n
ed

 
asset 

m
an

ag
em

en
t 

su
b

sid
iary

 o
f T

h
e P

h
o

en
ix

 C
o

m
p

an
ies, p

u
rch

ased
 an

 in
itial m

ajo
rity

 in
terest 

(ap
p

ro
x

im
ately

 6
0

%
) in

 K
A

R
, an

d
 at th

e en
d

 o
f 2

0
0

4
, P

X
P

�s o
w

n
ersh

ip
 stak

e 

in
creased

 fro
m

 6
0

%
 to

 6
5

%
.  O

n
 S

ep
tem

b
er 3

0
, 2

0
0

5
, P

X
P

 p
u

rch
ased

 th
e 

rem
ain

in
g

 m
in

o
rity

 o
w

n
ersh

ip
 in

terest (3
5

%
) in

 K
A

R
. A

s a resu
lt o

f th
is step

 
acq

u
isitio

n
 co

m
p

leted
 in

 2
0

0
5

, P
X

P
 h

eld
 a 1

0
0

%
 o

w
n

ersh
ip

 in
terest in

 K
A

R
. 

V
irtu

s 
In

v
estm

en
t 

P
artn

ers 
co

m
p

leted
 

its 
sp

in
-o

ff 
fro

m
 

th
e 

P
h

o
en

ix
 

C
o

m
p

an
ies In

c. o
n

 D
ecem

b
er 3

1
, 2

0
0

8
 an

d
 b

ecam
e an

 in
d

ep
en

d
en

t, p
u
b

licly
 

trad
ed

 asset m
an

ag
em

en
t co

m
p

an
y

. K
A

R
 is a w

h
o

lly
-o

w
n

ed
 su

b
sid

iary
 o

f 

V
irtu

s In
v

estm
en

t P
artn

ers, In
c. (N

A
S

D
A

Q
: V

R
T

S
).

B
u

s
in

e
s
s
 P

la
n

K
A

R
�s 

secu
lar 

g
ro

w
th

 
b

u
sin

ess 
p

lan
 

calls 
fo

r 
th

e 
firm

�s 
assets 

u
n

d
er 

m
an

ag
em

en
t to

 in
crease b

o
th

 o
rg

an
ically

 an
d

 th
ro

u
g

h
 ap

p
reciatio

n
. T

h
e firm

 
co

n
tin

u
es to

 fo
cu

s o
n

 g
ro

w
in

g
 its th

ree p
rim

ary
 d

istrib
u

tio
n

 ch
an

n
els o

f retail 
sep

arately
 m

an
ag

ed
 acco

u
n

t, h
ig

h
 n

et w
o

rth
, an

d
 in

stitu
tio

n
al.

K
A

R
 is also

 
lo

o
k

in
g

 
to

 
ex

p
an

d
 
its 

p
ro

d
u

ct 
b

ase 
w

ith
 
p

o
ten

tial 
ad

d
itio

n
s 

in
 
th

e 
g

ro
w

th
 

sp
ace.

L
e
g

a
l/C

o
m

p
lia

n
c
e

A
cco

rd
in

g
 to

 K
A

R
, th

e firm
 h

as n
ev

er b
een

 th
e su

b
ject o

f an
 in

v
estig

atio
n

 b
y

 
th

e S
E

C
, N

A
S

D
 o

r an
y

 o
th

er g
o

v
ern

m
en

t o
r reg

u
lato

ry
 o

ffice. K
A

R
 h

as n
ev

er 
b

een
 fin

ed
 b

y
 th

e S
E

C
 o

r an
y

 o
th

er reg
u

lato
ry

 o
ffice. 

K
A

R
�s m

o
st recen

t S
E

C
 ex

am
 w

as A
u

g
u

st 1
5

, 2
0

0
5

.
A

cco
rd

in
g

 to
 th

e firm
 n

o
 

m
aterial issu

es w
ere d

isclo
sed

.

O
th

e
r K

e
y
 F

a
c
to

rs

In
c
e
n

tiv
e
s
/A

lig
n

m
e
n

t o
f In

te
re

s
ts

K
A

R
 

states 
th

at 
co

m
p

en
satio

n
 

lev
els 

are 
co

m
p

etitiv
e in

 attractin
g

 an
d

 retain
in

g
 h

ig
h

-calib
er 

p
ro

fessio
n

als. In
v

estm
en

t p
ro

fessio
n
als are p

aid
 a 

salary
 

an
d

 
a 

b
o

n
u

s 
b

ased
 

o
n
 

th
eir 

y
early

 
co

n
trib

u
tio

n
s 

to
 

th
e 

su
ccess 

o
f 

th
e 

firm
. 

T
h
e 

research
 an

aly
sts an

d
 th

e p
o

rtfo
lio

 m
an

ag
ers sh

are a 
sim

ilar in
cen

tiv
e co

m
p

en
satio

n
 p

lan
. E

v
ery

 m
em

b
er 

o
f 

each
 

team
 

receiv
es 

th
e 

sam
e 

p
ercen

tag
e 

p
erfo

rm
an

ce b
o

n
u

s tied
 to

 th
e p

erfo
rm

an
ce o

f th
e 

p
o

rtfo
lio

s u
n

d
er m

an
ag

em
en

t.

 

O
w

n
e
rs

h
ip

 A
n

d
 P

a
re

n
t C

o
m

p
a
n

y

N
a
m

e
 o

f O
w

n
e
r

P
e
rc

e
n

t O
w

n
e
d

V
irtu

s
 In

v
e
s
tm

e
n
t P

a
rtn

e
rs

, 
In

c
.

1
0
0
%

P
u

b
lic

ly
 T

ra
d

e
d

T
ic

k
e
r S

y
m

b
o

l

Y
e
s

N
A

S
D

A
Q

: V
R

T
S

S
o
u
rc

e
:  K

a
y
n
e
 A

n
d
e
rs

o
n
, G

IM
A

 A
s

s
e

ts
 U

n
d

e
r M

a
n

a
g

e
m

e
n

t ($
 M

illio
n

s
)

Y
e
a
r

F
irm

S
M

A
/F

u
n

d

2
0
1
4

$
9
,3

6
7

$
1
,3

9
8

/ $
4
3
6

2
0
1
3

$
9
,1

7
1

$
1
,3

8
3

/ $
5
1
0

2
0
1
2

$
6
,8

7
7

$
1

,0
2
2

/ $
3
3
9

2
0
1
1

$
5
,5

0
5

$
8
6
2

/ $
4
1
5

2
0
1
0

$
4
,8

1
1

$
8
4
2

/ $
4
0
3

2
0
0
9

$
4
,0

6
8

$
6
9
0

/ $
1
6
0

2
0
0
8

$
3
,4

4
5

$
5
8
1
/ $

1
1
7

S
o
u
rc

e
:  K

a
y
n
e
 A

n
d
e
rs

o
n
, G

IM
A



K
A

Y
N

E
 A

N
D

E
R

S
O

N
/V

IR
T

U
S

 S
M

A
L
L

 C
A

P
 Q

U
A

L
IT

Y
 V

A
L

U
E

A
P

R
IL

 2
9

, 2
0
1

55

D
E

F
IN

IT
IO

N
S

R
u

s
s
e
ll 2

0
0
0
 V

a
lu

e
-

R
u
s
s
e
ll 2

0
0
0
 V

a
lu

e
 In

d
e
x
 m

e
a
s
u
re

s
 th

e
 p

e
rfo

rm
a

n
c
e
 o

f th
o
s
e
 R

u
s
s
e
ll 2

0
0
0
 c

o
m

p
a
n
ie

s
 w

ith
 lo

w
e

r p
ric

e
-to

-b
o
o
k
 ra

tio
s
 a

n
d
 lo

w
e

r 
fo

re
c
a
s
te

d
 g

ro
w

th
 v

a
lu

e
s
.

G
L

O
S

S
A

R
Y

 O
F

 T
E

R
M

S

A
c

tiv
e
 S

h
a
re

is
 a

 m
e
a
s
u
re

 o
f th

e
 p

e
rc

e
n
ta

g
e

 o
f s

to
c
k
 h

o
ld

in
g
s
 in

 a
 m

a
n
a
g
e
r�s

 p
o

rtfo
lio

 th
a
t d

iffe
r fro

m
 th

e
 b

e
n
c
h
m

a
rk

 in
d
e
x
; A

c
tiv

e
 S

h
a
re

 is
 c

a
lc

u
la

te
d
 b

y 
ta

k
in

g
 th

e
 s

u
m

 o
f th

e
 a

b
s
o
lu

te
 v

a
lu

e
 o

f th
e
 d

iffe
re

n
c
e
s
 o

f th
e
 w

e
ig

h
t o

f e
a
c
h
 h

o
ld

in
g
 in

 th
e
 m

a
n
a
g
e
r�s

 p
o
rtfo

lio
 v

e
rs

u
s
 th

e
 w

e
ig

h
t o

f e
a
c
h
 h

o
ld

in
g
 in

 th
e

 
b
e
n
c
h
m

a
rk

 in
d
e
x
 a

n
d
 d

iv
id

in
g
 b

y tw
o
.  

A
D

R
s

�
A

m
e
ric

a
n
 D

e
p
o
s
ita

ry R
e

c
e
ip

ts
 a

re
 U

.S
. d

o
lla

r d
e
n
o
m

in
a
te

d
 fo

rm
s
 o

f e
q
u
ity

 o
w

n
e

rs
h
ip

 in
 n

o
n
-U

.S
. c

o
m

p
a
n

ie
s
.  T

h
e
s
e
 s

h
a
re

s
 a

re
 is

s
u
e
d
 a

g
a
in

s
t th

e
 

lo
c
a
l m

a
rk

e
t s

h
a
re

s
 h

e
ld

 in
 th

e
 h

o
m

e
 m

a
rk

e
t.  A

D
R

s
 a

re
 typ

ic
a
lly lis

te
d
 o

n
 U

.S
. e

x
c
h
a

n
g
e
s
 s

u
c
h
 a

s
 N

Y
S

E
, A

M
E

X
 a

n
d
 N

A
S

D
A

Q
.

A
lp

h
a

�
m

e
a
s
u
re

s
 th

e
 d

iffe
re

n
c
e
 b

e
tw

e
e
n
 a

 p
o
rtfo

lio
�s

 a
c
tu

a
l re

tu
rn

s
 a

n
d
 its

 e
x
p
e
c
te

d
 p

e
rfo

rm
a

n
c
e
, g

iv
e
n
 its

 le
v
e
l o

f ris
k
 a

s
 m

e
a
s
u
re

d
 b

y B
e
ta

.  A
 p

o
s
itiv

e
 

A
lp

h
a

fig
u
re

 in
d
ic

a
te

s
 th

e
 p

o
rtfo

lio
 h

a
s
 p

e
rfo

rm
e
d

 b
e
tte

r th
a
n
 its

 B
e
ta

 w
o
u
ld

 p
re

d
ic

t.  A
 n

e
g

a
tiv

e
 A

lp
h

a
 in

d
ic

a
te

s
 th

e
 p

o
rtfo

lio
�s

 u
n
d
e
rp

e
rfo

rm
a
n
c
e
 g

iv
e
n
 th

e
 

e
x
p
e
c
ta

tio
n
s
 e

s
ta

b
lis

h
e
d
 b

y th
e
 
B

e
ta

.  T
h
e
 a

c
c
u
ra

c
y o

f th
e
 A

lp
h
a
 is

 th
e
re

fo
re

 d
e
p
e
n
d
e
n
t o

n
 th

e
 a

c
c
u
ra

c
y

o
f th

e
 B

e
ta

.  A
lp

h
a
 is

 o
fte

n
 v

ie
w

e
d
 a

s
 a

 
m

e
a
s
u
re

m
e
n
t o

f th
e
 v

a
lu

e
 a

d
d
e
d
 o

r s
u
b
tra

c
te

d
 b

y
 a

 p
o
rtfo

lio
�s

 m
a
n
a
g
e
r.

A
s

s
e
t-b

a
c
k

e
d

 s
e
c
u

ritie
s

 (A
B

S
)

-
s
e
c
u
ritie

s
 b

a
c
k
e
d
 b

y a
 p

o
o
l o

f a
s
s
e
ts

, typ
ic

a
lly

 lo
a
n
s
 o

r a
c
c
o
u
n
ts

 re
c
e
iv

a
b
le

, o
rig

in
a
te

d
 b

y
 b

a
n
k
s
, s

p
e
c
ia

lty fin
a
n
c
e

 
c
o
m

p
a
n
ie

s
, o

r o
th

e
r c

re
d
it p

ro
v
id

e
rs

.

A
v
e

ra
g

e
 C

a
p

ita
liz

a
tio

n
�

th
e
 to

ta
l c

a
p
ita

liz
a
tio

n
 o

f th
e
 p

o
rtfo

lio
 d

iv
id

e
d
 b

y th
e
 n

u
m

b
e

r o
f s

e
c
u
ritie

s
 in

 a
 p

o
rtfo

lio
.

B
a
ttin

g
 A

v
e

ra
g

e
-

m
e
a
s
u
re

s
 h

o
w

 fre
q
u
e
n
tly a

 p
o
rtfo

lio
 o

u
tp

e
rfo

rm
s
 its

 b
e
n
c
h
m

a
rk

 o
n
 a

 q
u
a
rte

rly b
a
s
is

. T
h
e
 s

ta
tis

tic
 is

 o
b
ta

in
e
d
 b

y
 d

iv
id

in
g
 th

e
n
u
m

b
e
r o

f 
q
u
a
rte

rs
 in

 w
h
ic

h
 th

e
 p

o
rtfo

lio
 o

u
tp

e
rfo

rm
e
d
 th

e
 to

ta
l re

tu
rn

 o
f th

e
 b

e
n
c
h
m

a
rk

 b
y
 th

e
 to

ta
l n

u
m

b
e
r o

f q
u
a
rte

rs
. F

o
r e

x
a

m
p
le

, a
 p

o
rtfo

lio
 w

ith
 a

 b
a
ttin

g
 a

v
e
ra

g
e

 
o
f 6

0
%

 h
a
s
 o

u
tp

e
rfo

rm
e

d
 th

e
 in

d
e
x
 m

o
re

 th
a
n
 it h

a
s
 u

n
d
e
rp

e
rfo

rm
e
d
.

B
e
ta

�
m

e
a
s
u
re

s
 a

 p
o
rtfo

lio
�s

 v
o
la

tility re
la

tiv
e
 to

 its
 b

e
n
c
h
m

a
rk

.  A
 p

o
rtfo

lio
 w

ith
 a

 B
e
ta

 h
ig

h
e
r th

a
n
 1

.0
 h

a
s
 h

is
to

ric
a
lly b

e
e
n
 m

o
re

 v
o
la

tile
 th

a
n
 th

e
 

b
e
n
c
h
m

a
rk

, w
h
ile

 a
 p

o
rtfo

lio
 w

ith
 a

 B
e
ta

 lo
w

e
r th

a
n

 1
.0

 h
a
s
 b

e
e
n
 le

s
s
 v

o
la

tile
.  T

h
e
 a

c
c
u
ra

c
y o

f th
e
 B

e
ta

 is
 d

e
p
e
n
d
e

n
t o

n
 R

-S
q
u

a
re

d
.

C
o

m
m

e
rc

ia
l M

o
rtg

a
g

e
-B

a
c

k
e
d

 S
e
c
u

rity
 (C

M
B

S
)

�
m

o
rtg

a
g
e
-b

a
c
k
e
d
 s

e
c
u
rity th

a
t is

 s
e
c
u
re

d
 b

y th
e

 lo
a
n
 o

n
 a

 c
o
m

m
e
rc

ia
l p

ro
p
e
rty

. 

C
o

lla
te

ra
liz

e
d

 M
o

rtg
a

g
e
 O

b
lig

a
tio

n
 (C

M
O

s
) �

m
o
rtg

a
g
e
-b

a
c
k
e
d
 s

e
c
u
rity th

a
t c

re
a
te

s
 s

e
p
a
ra

te
 p

o
o

ls
 o

f p
a
s
s
-th

ro
u
g
h
 p

a
ym

e
n
ts

 fo
r d

iffe
re

n
t c

la
s
s
e
s
 o

f 
b
o
n
d
h
o
ld

e
rs

 w
ith

 v
a
ryin

g
 m

a
tu

ritie
s
, c

a
lle

d
 tra

n
c
h
e

s
. T

h
e

 re
p

a
y
m

e
n
ts

 fro
m

 th
e
 p

o
o
l o

f p
a
s
s
-th

ro
u
g
h
 s

e
c
u
ritie

s
 a

re
 u

s
e
d

 to
 re

tire
 th

e
 b

o
n
d
s
 in

 th
e
 o

rd
e

r 
s
p
e
c
ifie

d
 b

y th
e

 b
o
n
d
s
' p

ro
s
p
e
c
tu

s
.

C
o

n
v
e

x
ity

�
m

e
a
s
u
re

s
 th

e
 s

e
n
s
itiv

ity o
f a

 b
o
n
d

's
 d

u
ra

tio
n
 to

 c
h
a

n
g
e
s
 in

 in
te

re
s
t ra

te
s
. C

o
n
v
e

x
ity c

a
n
 b

e
 p

o
s
itiv

e
 o

r n
e
g
a
tiv

e
. U

n
lik

e
 m

o
s
t fix

e
d
 in

c
o
m

e
 

s
e
c
u
ritie

s
, b

o
n
d
s
 w

ith
 n

e
g
a
tiv

e
 c

o
n
v
e
x
ity te

n
d

 to
 fa

ll in
 v

a
lu

e
 a

s
 in

te
re

s
t ra

te
s
 d

e
c
lin

e
 a

n
d
 v

ic
e
 v

e
rs

a
.

C
re

d
it Q

u
a
lity

 R
a
tin

g
�

w
e
ig

h
te

d
 a

v
e
ra

g
e

 o
f th

e
 a

s
s
e
s
s
m

e
n
ts

 o
f c

re
d
it w

o
rth

in
e
s
s
 g

iv
e
n
 b

y c
re

d
it ra

tin
g
 a

g
e

n
c
ie

s
 s

u
c
h
 a

s
 S

ta
n

d
a
rd

 &
 P

o
o
r's

 R
a
tin

g
s
 

S
e
rv

ic
e
s
, M

o
o
d
y
's

 In
v
e
s
to

rs
 S

e
rv

ic
e
, a

n
d
 F

itc
h
 R

a
tin

g
s
 to

 b
o
n
d
s
 in

 th
e
 p

o
rtfo

lio
. C

re
d
it ra

tin
g
 a

g
e
n
c
ie

s
 e

v
a
lu

a
te

 is
s
u
e
rs

 a
n
d
 a

s
s
ig

n
 ra

tin
g
s
 b

a
s
e
d
 o

f th
e

ir 
o
p
in

io
n
s
 o

f th
e
 is

s
u
e
r's

 a
b
ility to

 p
a

y in
te

re
s
t a

n
d
 p

rin
c
ip

a
l a

s
 s

c
h
e
d
u
le

d
.  

D
iv

id
e

n
d

 Y
ie

ld
 �

a
n
n
u
a
l d

iv
id

e
n
d
 p

e
r s

h
a
re

 d
iv

id
e
d
 b

y p
ric

e
 p

e
r s

h
a
re

. D
iv

id
e
n
d
 Y

ie
ld

 fo
r th

e
 p

o
rtfo

lio
 is

 a
 w

e
ig

h
te

d
 a

v
e
ra

g
e
 o

f th
e
 re

s
u
lts

 fo
r th

e
 in

d
iv

id
u
a
l 

s
to

c
k
s
 in

 th
e
 p

o
rtfo

lio
.

E
ffe

c
tiv

e
 D

u
ra

tio
n

 �
a
 d

u
ra

tio
n
 c

a
lc

u
la

tio
n
 fo

r b
o
n
d
s
 w

ith
 e

m
b
e
d
d
e

d
 o

p
tio

n
s
. E

ffe
c
tiv

e
 d

u
ra

tio
n
 ta

k
e
s
 in

to
 a

c
c
o
u
n
t th

a
t e

x
p
e
c
te

d
 c

a
s
h
 flo

w
s
 w

ill flu
c
tu

a
te

 a
s
 

in
te

re
s
t ra

te
s
 c

h
a

n
g
e
.   

E
P

S
 G

ro
w

th
 �

F
o

re
c
a
s

t �
a
 m

e
a
s
u
re

 o
f o

n
e
 ye

a
r e

a
rn

in
g
s
 (c

a
s
h
 flo

w
 o

r d
iv

id
e
n
d
s
) p

e
r s

h
a
re

 g
ro

w
th

 fro
m

 th
e
 p

rio
r fis

c
a
l ye

a
r (F

Y
0
) to

 th
e
 c

u
rre

n
t fis

c
a
l 

y
e
a
r (F

Y
1
) u

s
in

g
 a

n
a
lys

t c
o
n
s
e
n
s
u
s
 fo

re
c
a
s
ts

. G
ro

w
th

 is
 e

x
p
re

s
s
e
d
 a

s
 a

 p
e
rc

e
n
t.  T

h
e
 F

Y
1
 E

P
S

 (e
a
rn

in
g
s
 p

e
r s

h
a
re

) g
ro

w
th

 ra
te

 fo
r th

e
 p

o
rtfo

lio
 is

 a
 

w
e
ig

h
te

d
 a

v
e
ra

g
e
 o

f th
e
 fo

re
c
a
s
ts

 fo
r th

e
 in

d
iv

id
u
a

l s
to

c
k
s
 in

 th
e
 p

o
rtfo

lio
.

E
P

S
 G

ro
w

th
 �

5
 Y

e
a
r H

is
to

ric
a
l �

T
h
e
 w

e
ig

h
te

d
 a

v
e
ra

g
e
 a

n
n
u
a
liz

e
d
 e

a
rn

in
g
s
 p

e
r s

h
a
re

 g
ro

w
th

 fo
r a

 p
o
rtfo

lio
 o

v
e
r th

e
 p

a
s
t fiv

e
 y

e
a
rs

.  

E
x
c
e
s
s
 R

e
tu

rn
�

re
p
re

s
e
n
ts

 th
e

 a
v
e
ra

g
e
 q

u
a

rte
rly to

ta
l re

tu
rn

 o
f th

e
 p

o
rtfo

lio
 re

la
tiv

e
 to

 its
 b

e
n
c
h
m

a
rk

. A
 p

o
rtfo

lio
 w

ith
 a

 p
o
s
itiv

e
 E

x
c
e
s
s
 R

e
tu

rn
 h

a
s
 o

n
 

a
v
e
ra

g
e
 o

u
tp

e
rfo

rm
e
d
 its

 b
e
n
c
h
m

a
rk

 o
n
 a

 q
u
a

rte
rly

 b
a
s
is

. T
h
is

 s
ta

tis
tic

 is
 o

b
ta

in
e
d
 b

y
 s

u
b
tra

c
tin

g
 th

e
 b

e
n
c
h
m

a
rk

 re
tu

rn
 fro

m
 th

e
 p

o
rtfo

lio
�s

 re
tu

rn
.

H
is

to
ric

a
l E

P
S

 G
ro

w
th

-
c
a
lc

u
la

te
d
 b

y re
g

re
s
s
in

g
 o

v
e
r tim

e
 th

e
 q

u
a
rte

rly e
a

rn
in

g
s
 p

e
r s

h
a
re

 fo
r th

e
 p

a
s
t 2

0
 q

u
a
rte

rs
 to

 d
e
te

rm
in

e
 th

e
 s

h
a
re

's
 h

is
to

ric
a
l 

g
ro

w
th

 ra
te

 in
 e

a
rn

in
g
s
. T

h
e
 q

u
a
rte

rly h
is

to
ric

a
l g

ro
w

th
 ra

te
 fo

r e
a
c
h
 s

h
a
re

 is
 th

e
n
 a

n
n
u
a
liz

e
d
 a

n
d
 th

e
 H

is
to

ric
a
l E

P
S

 G
ro

w
th

s
h
o

w
n
 in

 th
is

 re
p
o
rt is

 th
e
 

w
e
ig

h
te

d
 a

v
e
ra

g
e
 o

f th
e
s
e
 re

s
u
lts

. 

In
fo

rm
a
tio

n
 R

a
tio

�
re

p
re

s
e
n
ts

 th
e
 E

x
c
e
s
s
 R

e
tu

rn
 d

iv
id

e
d
 b

y th
e
 T

ra
c
k
in

g
 E

rro
r.  It p

ro
v
id

e
s
 a

 m
e
a
s
u
re

 o
f th

e
 h

is
to

ric
a
l c

o
n
s
is

te
n
c
y o

f th
e
 p

o
rtfo

lio
�s

 
o
v
e
rp

e
rfo

rm
a
n
c
e

 o
r u

n
d
e

rp
e

rfo
rm

a
n
c
e
 re

la
tiv

e
 to

 its
 b

e
n
c
h
m

a
rk

.  A
 h

ig
h
e
r, p

o
s
itiv

e
 In

fo
rm

a
tio

n
 R

a
tio

 s
u
g
g
e
s
ts

 th
a
t th

e
 p

o
rtfo

lio
�s

 e
x
c
e

s
s
 re

tu
rn

s
 m

a
y

h
a
v
e

 
b
e
e
n
 th

e
 re

s
u
lt o

f m
a
k
in

g
 m

e
a
s
u
re

d
 o

r m
o
d
e

ra
te

 b
e
ts

 a
g
a
in

s
t th

e
 re

le
v
a
n
t b

e
n
c
h
m

a
rk

�s
 ris

k
 e

x
p
o
s
u
re

s
.

L
o

n
g

 T
e
rm

 E
P

S
 G

ro
w

th
 R

a
te

�
a
n
a
lys

t c
o
n
s
e
n

s
u
s
 o

f e
x
p
e
c
te

d
 a

n
n
u
a
l in

c
re

a
s
e
 in

 o
p
e
ra

tin
g
 e

a
rn

in
g
s
 p

e
r s

h
a
re

 o
v
e
r th

e
 c

o
m

p
a

n
y's

 n
e
x
t fu

ll b
u

s
in

e
s
s
 

c
yc

le
-

u
s
u
a
lly th

re
e
 to

 fiv
e
 ye

a
rs

.  T
h
e
 L

o
n
g
 T

e
rm

 E
P

S
 G

ro
w

th
 R

a
te

 fo
r th

e
 p

o
rtfo

lio
 is

 a
 w

e
ig

h
te

d
 a

v
e
ra

g
e
 o

f th
e

 re
s
u
lts

 fo
r th

e
 in

d
iv

id
u
a
l s

to
c
k
s
 in

 th
e

 
p
o
rtfo

lio
.

M
a
rk

e
t C

a
p

 ($
M

)
�

th
e
 a

v
e

ra
g
e
 p

o
rtfo

lio
 m

a
rk

e
t c

a
p
ita

liz
a
tio

n
 (m

a
rk

e
t p

ric
e
 m

u
ltip

lie
d
 b

y s
h
a
re

s
 o

u
ts

ta
n
d
in

g
), w

e
ig

h
te

d
 b

y
 th

e
 p

ro
p
o
rtio

n
 o

f th
e
 p

o
rtfo

lio
�s

 
a
s
s
e
ts

 in
v
e
s
te

d
 in

 e
a
c
h
 s

to
c
k
.   

M
a
tu

rity
�

th
e
 w

e
ig

h
te

d
 a

v
e
ra

g
e
 p

o
rtfo

lio
 le

n
g
th

 o
f tim

e
 u

n
til th

e
 p

rin
c
ip

a
l a

m
o
u
n
t o

f a
 b

o
n
d
 m

u
s
t b

e
 re

p
a
id

.

M
e
d

ia
n

 C
a

p
 b

y
 P

o
rtfo

lio
 W

e
ig

h
t

�
th

e
 m

id
p
o
in

t o
f m

a
rk

e
t c

a
p
ita

liz
a
tio

n
 (m

a
rk

e
t p

ric
e
 m

u
ltip

lie
d
 b

y s
h
a
re

s
 o

u
ts

ta
n
d
in

g
) o

f a
 p

o
rtfo

lio
�s

 s
to

c
k
 h

o
ld

in
g
s
, 

w
e
ig

h
te

d
 b

y th
e
 p

ro
p
o
rtio

n
 o

f th
e
 p

o
rtfo

lio
�s

 a
s
s
e
ts

 in
v
e
s
te

d
 in

 e
a
c
h
 s

to
c
k
.   S

to
c
k
s
 re

p
re

s
e
n
tin

g
 h

a
lf o

f th
e
 p

o
rtfo

lio
�s

 h
o
ld

in
g
s
 a

re
 a

b
o

v
e
 th

e
 m

e
d
ia

n
,

w
h
ile

 
th

e
 re

s
t a

re
 b

e
lo

w
 it. 

M
o

d
ifie

d
 A

d
ju

s
te

d
 D

u
ra

tio
n

�
m

e
a
s
u
re

s
 th

e
 s

e
n
s
itiv

ity o
f th

e
 p

e
rc

e
n
ta

g
e
 c

h
a
n
g
e

 in
 th

e
 p

ric
e
 o

f a
 b

o
n
d
 p

o
rtfo

lio
 fo

r a
 g

iv
e
n
 c

h
a
n
g
e

 in
 yie

ld
, s

h
o
w

n
 a

s
 a

 
n
u
m

b
e
r o

f y
e
a

rs
 to

 m
a
tu

rity.  T
h
is

 fig
u
re

 is
 c

a
lc

u
la

te
d
 a

s
 th

e
 w

e
ig

h
te

d
 a

v
e
ra

g
e
 o

f th
e
 d

u
ra

tio
n
s
 o

f th
e
 s

e
c
u
ritie

s
 in

 th
e
 p

o
rtfo

lio
.

M
o

rtg
a

g
e
-b

a
c
k
e

d
 s

e
c
u

ritie
s
 (M

B
S

) �
s
e
c
u
ritie

s
 b

a
c
k
e
d
 b

y a
 m

o
rtg

a
g
e
 lo

a
n
 o

r a
 p

o
o
l o

f m
o
rtg

a
g
e
 lo

a
n
s
 s

e
c
u
re

d
 b

y re
a
l p

ro
p

e
rty. In

v
e
s
to

rs
 re

c
e
iv

e
 

p
a

ym
e
n
ts

 o
f in

te
re

s
t a

n
d
 p

rin
c
ip

a
l th

a
t a

re
 d

e
riv

e
d

 fro
m

 p
a

y
m

e
n
ts

 re
c
e
iv

e
d
 o

n
 th

e
 u

n
d
e
rlyin

g
 m

o
rtg

a
g

e
 lo

a
n
s
.  

P
a
s
s
-T

h
ro

u
g

h
 S

e
c
u

rity
 �

s
e
c
u
rity

 b
a
c
k
e
d
 b

y
 a

 p
a

c
k
a
g
e
 o

f a
s
s
e
ts

. A
 s

e
rv

ic
in

g
 in

te
rm

e
d
ia

ry
 c

o
lle

c
ts

 th
e
 m

o
n
th

ly
 p

a
y
m

e
n
ts

 fro
m

 is
s
u
e

rs
 a

n
d
, a

fte
r d

e
d

u
c
tin

g
 

a
 fe

e
, re

m
its

 o
r p

a
s
s
e
s
 th

e
m

 th
ro

u
g
h
 to

 th
e
 h

o
ld

e
rs

 o
f th

e
 p

a
s
s
-th

ro
u
g
h
 s

e
c
u
rity.



K
A

Y
N

E
 A

N
D

E
R

S
O

N
/V

IR
T

U
S

 S
M

A
L
L

 C
A

P
 Q

U
A

L
IT

Y
 V

A
L

U
E

A
P

R
IL

 2
9

, 2
0
1

56

P
/E

 -
F

o
re

c
a

s
t 1

2
-M

o
. �

T
h
e
 p

ric
e
/e

a
rn

in
g
s
 ra

tio
 fo

r th
e
 s

to
c
k
 b

a
s
e
d
 o

n
 th

e
 m

o
s
t re

c
e
n
t c

lo
s
in

g
 p

ric
e
 d

iv
id

e
d
 b

y th
e
 a

n
n
u
a
l m

e
a
n
 e

x
p
e
c
te

d
 e

a
rn

in
g
s
 fo

r th
e
 

c
u
rre

n
t fis

c
a
l y

e
a

r (F
Y

1
 E

P
S

 fo
re

c
a
s
t).  P

/E
 fo

r th
e
 p

o
rtfo

lio
 is

 a
 w

e
ig

h
te

d
 a

v
e
ra

g
e
 o

f th
e
 re

s
u
lts

 fo
r th

e
 in

d
iv

id
u
a
l s

to
c
k
s
 in

 th
e
 p

o
rtfo

lio
.

P
/E

 �
T

ra
ilin

g
 1

2
-M

o
. �

th
e
 c

u
rre

n
t p

ric
e
 o

f a
 s

to
c
k
 d

iv
id

e
d
 b

y th
e
 m

o
s
t re

c
e
n
t 1

2
 m

o
n
th

s
 tra

ilin
g
 e

a
rn

in
g
s
 p

e
r s

h
a
re

.  P
/E

 fo
r th

e
 p

o
rtfo

lio
 is

 a
 w

e
ig

h
te

d
 

a
v
e
ra

g
e
 o

f th
e
 re

s
u
lts

 fo
r th

e
 in

d
iv

id
u
a
l s

to
c
k
s
 in

 th
e
 p

o
rtfo

lio
.

P
ric

e
-to

-B
o

o
k

�
p
ric

e
 p

e
r s

h
a

re
 d

iv
id

e
d
 b

y
 b

o
o
k
 v

a
lu

e
 p

e
r s

h
a

re
.  P

ric
e
-to

-B
o
o
k
 fo

r th
e
 p

o
rtfo

lio
 is

 a
 w

e
ig

h
te

d
 a

v
e
ra

g
e
 o

f th
e
 re

s
u
lts

 fo
r th

e
 in

d
iv

id
u
a
l s

to
c
k
s
 

in
 th

e
 p

o
rtfo

lio
.

Q
u

a
lity

 �
B

a
s
e
d

 u
p
o
n
 p

e
r-s

h
a
re

 e
a
rn

in
g
s
 a

n
d
 d

iv
id

e
n
d
 re

c
o
rd

s
 o

f th
e
 m

o
s
t re

c
e
n
t 1

0
 ye

a
rs

, th
is

 ra
n
k
in

g
 s

ys
te

m
 a

tte
m

p
ts

 to
 c

a
p
tu

re
 th

e
 g

ro
w

th
 a

n
d
 s

ta
b
ility

 
o
f e

a
rn

in
g
s
 a

n
d
 d

iv
id

e
n
d
s
 fo

r in
d
iv

id
u
a
l s

to
c
k
s
.   F

o
r a

 p
o
rtfo

lio
, th

e
 q

u
a
lity ra

n
k
in

g
 is

 a
 w

e
ig

h
te

d
 a

v
e
ra

g
e
.  T

h
e
 q

u
a
lity ra

n
k
in

g
s
 c

la
s
s
ific

a
tio

n
 is

 a
s
 fo

llo
w

s
:  

A
+

 (h
ig

h
e
s
t), A

 (h
ig

h
), A

-
(a

b
o
v
e
 a

v
g
.), B

+
 (a

v
e
ra

g
e

), B
 (b

e
lo

w
 a

v
g
.), B

-
(lo

w
e
r), C

 (lo
w

e
s
t), D

 (in
 re

o
rg

a
n
iz

a
tio

n
), a

n
d
 L

IQ
 (liq

u
id

a
tio

n
).  

R
-S

q
u

a
re

d
 (R

2)
�

re
p
re

s
e
n
ts

 th
e
 p

e
rc

e
n
ta

g
e
 o

f th
e
 v

o
la

tility o
f re

tu
rn

s
 th

a
t is

 a
ttrib

u
ta

b
le

 to
 m

o
v
e
m

e
n
ts

 o
f th

e
 b

e
n
c
h

m
a
rk

. It is
 a

 m
e
a

s
u
re

 o
f �c

o
-m

o
v
e
m

e
n
t� 

b
e
tw

e
e
n
 p

o
rtfo

lio
 re

tu
rn

s
 a

n
d
 b

e
n
c
h
m

a
rk

 re
tu

rn
s
. T

h
e
 c

lo
s
e
r th

e
 p

o
rtfo

lio
�s

 R
2

is
 to

 1
0
0
%

, th
e
 m

o
re

 c
lo

s
e
ly th

e
 p

o
rtfo

lio
 c

o
rre

la
te

s
 to

, o
r fo

llo
w

s
, th

e
 

b
e
n
c
h
m

a
rk

. G
e

n
e
ra

lly, h
ig

h
ly d

iv
e

rs
ifie

d
 p

o
rtfo

lio
s
 h

a
v
e
 h

ig
h
e
r R

2
p

e
rc

e
n
ta

g
e
s
.

R
e
tu

rn
o

n
 E

q
u

ity
 (R

O
E

)
�

is
 a

n
o
th

e
r p

ro
fita

b
ility

 ra
tio

 w
h
ic

h
 g

a
u
g
e
s
 re

tu
rn

 o
n
 in

v
e
s
tm

e
n
t b

y
 m

e
a
s
u
rin

g
 h

o
w

 e
ffe

c
tu

a
lly

 s
to

c
k
h
o

ld
e
r m

o
n
e

y
 is

 b
e
in

g
 

e
m

p
lo

ye
d

 b
y
 th

e
 c

o
m

p
a
n

y
. R

O
E

 is
 c

a
lc

u
la

te
d
 b

y d
iv

id
in

g
 a

 c
o
m

p
a
n
y
's

 n
e
t in

c
o
m

e
 b

y
 a

v
e

ra
g
e
 to

ta
l e

q
u
ity.  U

n
lik

e
 R

e
tu

rn
 o

n
 A

s
s
e
ts

 (R
O

A
), R

O
E

 c
o
n
s
id

e
rs

 
th

e
 d

e
g
re

e
 to

 w
h

ic
h
 a

 c
o
m

p
a
n
y u

s
e
s
 le

v
e
ra

g
in

g
, a

s
 in

te
re

s
t e

x
p
e
n
s
e
 p

a
id

 to
 c

re
d
ito

rs
 is

 g
e
n
e
ra

lly d
e

d
u

c
te

d
 fro

m
 e

a
rn

in
g
s
 to

 a
rriv

e
 a

t n
e
t in

c
o
m

e
.  R

O
E

 fo
r 

th
e
 p

o
rtfo

lio
 is

 a
 w

e
ig

h
te

d
 a

v
e
ra

g
e
 o

f th
e
 re

s
u
lts

 fo
r th

e
 in

d
iv

id
u
a
l s

to
c
k
s
 in

 th
e
 p

o
rtfo

lio
. 

S
h

a
rp

e
 R

a
tio

�
m

e
a
s
u
re

s
 a

 p
o

rtfo
lio

�s
 ra

te
 o

f re
tu

rn
 b

a
s
e
d
 o

n
 th

e
 ris

k
 it a

s
s
u
m

e
d
 a

n
d
 is

 o
fte

n
 re

fe
rre

d
 to

 a
s
 its

 ris
k
-a

d
ju

s
te

d
 p

e
rfo

rm
a
n
c
e
. U

s
in

g
 S

ta
n
d
a
rd

 
D

e
v
ia

tio
n
 a

n
d
 re

tu
rn

s
 in

 e
x
c
e
s
s
 o

f th
e
 re

tu
rn

s
 o

f T
-b

ills
, it d

e
te

rm
in

e
s

re
w

a
rd

 p
e
r u

n
it o

f ris
k
. T

h
is

 m
e
a
s
u
re

m
e
n
t c

a
n
 h

e
lp

 d
e
te

rm
in

e
 if th

e
 p

o
rtfo

lio
 is

 
re

a
c
h
in

g
 its

 g
o
a
l o

f in
c
re

a
s
in

g
 re

tu
rn

s
 w

h
ile

 m
a
n
a
g

in
g
 ris

k
.

S
ta

n
d

a
rd

 D
e

v
ia

tio
n

�
q
u
a
n
tifie

s
 th

e
 v

o
la

tility a
s
s
o
c
ia

te
d
 w

ith
 a

 p
o
rtfo

lio
�s

 re
tu

rn
s
. T

h
e
 s

ta
tis

tic
 m

e
a
s
u
re

s
 th

e
 v

a
ria

tio
n

 in
 re

tu
rn

s
 a

ro
u
n
d
 th

e
 m

e
a
n
 re

tu
rn

. 
U

n
lik

e
 B

e
ta

, w
h
ic

h
 m

e
a
s
u
re

s
 v

o
la

tility re
la

tiv
e
 to

 th
e
 a

g
g
re

g
a

te
 m

a
rk

e
t, S

ta
n
d
a
rd

 D
e

v
ia

tio
n
 m

e
a
s
u
re

s
 th

e
 a

b
s
o
lu

te
 v

o
la

tility o
f a

 p
o
rtfo

lio
�s

 re
tu

rn
.

T
ra

c
k
in

g
 E

rro
r

�
re

p
re

s
e
n
ts

 th
e

 S
ta

n
d
a
rd

 D
e
v
ia

tio
n
 o

f th
e

 E
x
c
e
s
s
 R

e
tu

rn
. T

h
is

 p
ro

v
id

e
s
 a

 h
is

to
ric

a
l m

e
a
s
u
re

 o
f th

e
 v

a
ria

b
ility o

f th
e
 p

o
rtfo

lio
�s

 re
tu

rn
s
 

re
la

tiv
e
 to

 its
 b

e
n
c
h
m

a
rk

. A
 p

o
rtfo

lio
 w

ith
 a

 lo
w

 T
ra

c
k
in

g
 E

rro
r w

o
u
ld

 h
a
v
e
 q

u
a
rte

rly E
x
c
e
s
s
 R

e
tu

rn
s
 th

a
t h

a
v
e
 e

x
h
ib

ite
d
 v

e
ry

lo
w

 v
o
la

tility.

T
u

rn
o

v
e
r �

m
e

a
s
u
re

s
 p

o
rtfo

lio
 tra

d
in

g
 a

c
tiv

ity, w
h
ic

h
 is

 c
o
m

p
u
te

d
 b

y ta
k
in

g
 th

e
 le

s
s
e
r o

f p
u
rc

h
a
s
e

s
 o

r s
a
le

s
 (e

x
c
lu

d
in

g
 a

ll s
e
c
u
ritie

s
 w

ith
 m

a
tu

ritie
s
 o

f le
s
s
 

th
a
n
 o

n
e
 y

e
a
r) a

n
d
 d

iv
id

in
g
 b

y a
v
e
ra

g
e
 m

o
n
th

ly n
e
t a

s
s
e
ts

.

IM
P

O
R

T
A

N
T

 D
IS

C
L

O
S

U
R

E
S

 

R
e
p

o
rt fo

r U
s
e
 O

n
ly

 in
 In

v
e

s
tm

e
n

t A
d

v
is

o
ry

 P
ro

g
ra

m
s

T
h
is

 re
p
o
rt is

 o
n
ly

 to
 b

e
 u

s
e
d
 in

 M
o
rg

a
n
 S

ta
n
le

y
 W

e
a
lth

 M
a
n
a
g
e
m

e
n
t in

v
e
s
tm

e
n
t a

d
v
is

o
ry p

ro
g
ra

m
s
 a

n
d
 n

o
t in

 c
o
n
n
e

c
tio

n
 w

ith
 b

ro
k
e
ra

g
e
 a

c
c
o
u
n
ts

.  

T
h

e
 G

lo
b

a
l In

v
e

s
tm

e
n

t M
a

n
a
g

e
r A

n
a
ly

s
is

 (G
IM

A
) s

e
rv

ic
e
s
 O

n
ly

 A
p

p
ly

 to
 C

e
rta

in
 In

v
e
s

tm
e
n

t A
d

v
is

o
ry

 P
ro

g
ra

m
s

G
IM

A
 e

v
a
lu

a
te

s
 c

e
rta

in
 in

v
e
s
tm

e
n
t p

ro
d
u
c
ts

 fo
r th

e
 p

u
rp

o
s
e
s
 o

f s
o

m
e
 �

b
u
t n

o
t a

ll �
o
f M

o
rg

a
n

 S
ta

n
le

y S
m

ith
 B

a
rn

e
y L

L
C

�s
 in

v
e
s
tm

e
n
t a

d
v
is

o
ry

 p
ro

g
ra

m
s
 

(a
s
 d

e
s
c
rib

e
d
 in

 m
o
re

 d
e
ta

il in
 th

e
 a

p
p
lic

a
b
le

 F
o
rm

 A
D

V
 D

is
c
lo

s
u
re

 D
o
c
u
m

e
n
t fo

r M
o
rg

a
n
 S

ta
n
le

y
 W

e
a
lth

 M
a
n
a
g
e

m
e
n
t). If y

o
u
 d

o
 n

o
t in

v
e
s
t th

ro
u
g

h
 o

n
e
 o

f 
th

e
s
e
 in

v
e
s
tm

e
n
t a

d
v
is

o
ry p

ro
g
ra

m
s
, M

o
rg

a
n
 S

ta
n
le

y W
e
a
lth

 M
a
n
a

g
e
m

e
n
t is

 n
o
t o

b
lig

a
te

d
 to

 p
ro

v
id

e
 yo

u
 n

o
tic

e
 o

f a
n
y G

IM
A

 s
ta

tu
s
 c

h
a
n
g
e
s
 e

v
e
n
 th

o
u
g
h
 it 

m
a

y g
iv

e
 n

o
tic

e
 to

 c
lie

n
ts

 in
 o

th
e
r p

ro
g
ra

m
s
.   

F
o

c
u

s
 L

is
t, A

p
p

ro
v
e

d
 L

is
t a

n
d

 T
a
c
tic

a
l O

p
p

o
rtu

n
itie

s
 L

is
t; W

a
tc

h
 P

o
lic

y
 

G
IM

A
 u

s
e
s
 tw

o
 m

e
th

o
d
s
 to

 e
v
a
lu

a
te

 in
v
e
s
tm

e
n
t p

ro
d
u
c
ts

 in
 a

p
p

lic
a
b
le

 a
d
v
is

o
ry p

ro
g
ra

m
s
: F

o
c
u

s
 (a

n
d
 in

v
e

s
tm

e
n
t p

ro
d

u
c
ts

 m
e
e

tin
g

th
is

 s
ta

n
d
a
rd

 a
re

 
d
e
s
c
rib

e
d
 a

s
 b

e
in

g
 o

n
 th

e
 F

o
c
u
s
 L

is
t) a

n
d
 A

p
p
ro

v
e
d
 (a

n
d
 in

v
e
s
tm

e
n
t p

ro
d
u
c
ts

 m
e
e
tin

g
 th

is
 s

ta
n
d
a
rd

 a
re

 d
e
s
c
rib

e
d
 a

s
 b

e
in

g
 o

n
 th

e
 A

p
p
ro

v
e
d
 L

is
t). In

 
g
e
n
e
ra

l, F
o
c
u
s
 e

n
ta

ils
 a

 m
o
re

 th
o
ro

u
g
h
 e

v
a
lu

a
tio

n
 o

f a
n
 in

v
e
s
tm

e
n
t p

ro
d
u
c
t th

a
n
 A

p
p
ro

v
e
d
.  S

o
m

e
tim

e
s
 a

n
 in

v
e
s
tm

e
n
t p

ro
d
u
c
t m

a
y b

e
 e

v
a
lu

a
te

d
 u

s
in

g
th

e
 

F
o
c
u
s
 L

is
t p

ro
c
e
s
s
 b

u
t th

e
n
 p

la
c
e
d
 o

n
 th

e
 A

p
p

ro
v
e

d
 L

is
t in

s
te

a
d
 o

f th
e
 F

o
c
u
s
 L

is
t.  

In
v
e
s
tm

e
n
t p

ro
d

u
c
ts

 m
a

y m
o
v
e
 fro

m
 th

e
 F

o
c
u
s
 L

is
t to

 th
e
 A

p
p

ro
v
e
d
 L

is
t, o

r v
ic

e
 v

e
rs

a
.  G

IM
A

 m
a

y
 a

ls
o
 d

e
te

rm
in

e
 th

a
t a

n
 in

v
e
s
tm

e
n
t p

ro
d
u
c
t n

o
 lo

n
g
e
r 

m
e
e
ts

 th
e
 c

rite
ria

 u
n
d
e

r e
ith

e
r p

ro
c
e
s
s
 a

n
d
 w

ill n
o

 lo
n
g
e
r b

e
 re

c
o

m
m

e
n
d
e
d
 in

 in
v
e
s
tm

e
n
t a

d
v
is

o
ry

 p
ro

g
ra

m
s
 (in

 w
h

ic
h
 c

a
s
e
 th

e
 in

v
e
s
tm

e
n
t p

ro
d

u
c
t is

 g
iv

e
n

 
a
 �N

o
t A

p
p

ro
v
e
d
� s

ta
tu

s
).

G
IM

A
 h

a
s
 a

 �W
a
tc

h
� p

o
lic

y a
n
d
 m

a
y d

e
s
c
rib

e
 a

 F
o
c
u
s
 L

is
t o

r A
p
p
ro

v
e
d
 L

is
t in

v
e
s
tm

e
n
t p

ro
d
u
c
t a

s
 b

e
in

g
 o

n
 �W

a
tc

h
� if G

IM
A

 id
e
n
tifie

s
 s

p
e
c
ific

 a
re

a
s
 th

a
t (a

) 
m

e
rit fu

rth
e

r e
v
a
lu

a
tio

n
 b

y
 G

IM
A

 a
n
d
 (b

) m
a

y
, b

u
t a

re
 n

o
t c

e
rta

in
 to

, re
s
u
lt in

 th
e
 in

v
e
s
tm

e
n
t p

ro
d

u
c
t b

e
c
o
m

in
g
 �N

o
t A

p
p
ro

v
e
d
.�  T

h
e

 W
a
tc

h
 p

e
rio

d
 d

e
p
e
n
d
s
 

o
n
 th

e
 le

n
g
th

 o
f tim

e
 n

e
e
d
e
d
 fo

r G
IM

A
 to

c
o
n
d
u
c
t its

 e
v
a
lu

a
tio

n
 a

n
d
 fo

r th
e
 in

v
e
s
tm

e
n
t m

a
n
a
g
e
r o

r fu
n
d
 to

 a
d
d
re

s
s
 a

n
y c

o
n
c
e
rn

s
.  G

IM
A

 m
a

y, b
u
t is

 n
o
t 

o
b
lig

a
te

d
 to

, n
o
te

 th
e
 W

a
tc

h
 s

ta
tu

s
 in

 th
is

 re
p
o
rt w

ith
 a

 �W
� o

r �W
a
tc

h
� n

e
x
t to

 th
e
 �S

ta
tu

s
� o

n
 th

e
 c

o
v
e

r p
a
g
e
.

C
e
rta

in
 in

v
e
s
tm

e
n
t p

ro
d
u
c
ts

 o
n
 e

ith
e
r th

e
 F

o
c
u
s
 L

is
t o

r A
p
p
ro

v
e
d
 L

is
t m

a
y a

ls
o
 b

e
 re

c
o
m

m
e
n
d
e
d
 fo

r th
e
 T

a
c
tic

a
l O

p
p

o
rtu

n
itie

s
 L

is
t b

a
s
e
d
 in

 p
a
rt o

n
 ta

c
tic

a
l 

o
p
p
o
rtu

n
itie

s
 e

x
is

tin
g
 a

t a
 g

iv
e
n
 tim

e
.   T

h
e
 in

v
e
s
tm

e
n
t p

ro
d
u
c
ts

 o
n
 th

e
 T

a
c
tic

a
l O

p
p
o
rtu

n
itie

s
 L

is
t c

h
a
n
g
e
 o

v
e
r tim

e
.

F
o
r m

o
re

 in
fo

rm
a
tio

n
 o

n
 th

e
 F

o
c
u
s
 L

is
t, A

p
p
ro

v
e
d
 L

is
t, T

a
c
tic

a
l O

p
p
o

rtu
n
itie

s
 L

is
t a

n
d
 W

a
tc

h
 p

ro
c
e
s
s
e
s
, p

le
a
s
e
 s

e
e
 th

e
 a

p
p
lic

a
b
le

 F
o
rm

 A
D

V
 D

is
c
lo

s
u
re

 
D

o
c
u
m

e
n
t fo

r M
o
rg

a
n
 S

ta
n
le

y W
e
a
lth

 M
a
n
a
g
e
m

e
n
t.  Y

o
u

r F
in

a
n
c
ia

l A
d
v
is

o
r o

r P
riv

a
te

 W
e
a
lth

 A
d
v
is

o
r c

a
n
 a

ls
o
 p

ro
v
id

e
 u

p
o
n
 re

q
u
e
s
t a

 c
o
p

y o
f a

 p
u

b
lic

a
tio

n
 

e
n
title

d
 �M

a
n
a
g
e

r S
e
le

c
tio

n
 P

ro
c
e
s
s
.�

N
o

 O
b

lig
a
tio

n
 to

 U
p

d
a
te

M
o
rg

a
n
 S

ta
n
le

y
 W

e
a
lth

 M
a
n
a
g
e

m
e
n
t h

a
s
 n

o
 o

b
lig

a
tio

n
 to

 u
p
d
a
te

 y
o
u
 w

h
e
n
 a

n
y
 in

fo
rm

a
tio

n
 o

r o
p
in

io
n
 in

 th
is

 re
p
o
rt c

h
a
n
g
e
s
.

S
tra

te
g

y
 M

a
y
 B

e
 A

v
a

ila
b

le
 a

s
 a

 S
e
p

a
ra

te
ly

 M
a
n

a
g

e
d

 A
c

c
o

u
n

t o
r M

u
tu

a
l F

u
n

d
S

tra
te

g
ie

s
 a

re
 s

o
m

e
tim

e
s
 a

v
a
ila

b
le

 in
 M

o
rg

a
n
 S

ta
n
le

y W
e
a
lth

 M
a
n
a
g
e
m

e
n
t in

v
e
s
tm

e
n
t a

d
v
is

o
ry

 p
ro

g
ra

m
s
 b

o
th

 in
 th

e
 fo

rm
 o

f a
 s

e
p
a
ra

te
ly

 m
a
n

a
g
e
d

 
a
c
c
o
u
n
t (�S

M
A

�) a
n
d
 a

 m
u
tu

a
l fu

n
d
.  T

h
e
s
e
 m

a
y
 h

a
v
e
 d

iffe
re

n
t e

x
p

e
n
s
e
s
 a

n
d
 in

v
e
s
tm

e
n
t m

in
im

u
m

s
.  Y

o
u
r F

in
a
n
c
ia

l A
d
v
is

o
r o

r P
riv

a
te

 W
e
a
lth

 A
d
v
is

o
r  c

a
n

 
p
ro

v
id

e
 m

o
re

 in
fo

rm
a
tio

n
 o

n
 w

h
e
th

e
r a

n
y
 p

a
rtic

u
la

r s
tra

te
g

y
 is

 a
v
a
ila

b
le

 in
 m

o
re

 th
a

n
 o

n
e
 fo

rm
 in

 a
 p

a
rtic

u
la

r in
v
e
s
tm

e
n
t a

d
v
is

o
ry p

ro
g

ra
m

.



K
A

Y
N

E
 A

N
D

E
R

S
O

N
/V

IR
T

U
S

 S
M

A
L
L

 C
A

P
 Q

U
A

L
IT

Y
 V

A
L

U
E

A
P

R
IL

 2
9

, 2
0
1

57

C
o

n
s
id

e
r Y

o
u

r O
w

n
 In

v
e
s
tm

e
n

t N
e
e
d

s
T

h
is

 re
p
o
rt is

 n
o
t in

te
n
d
e
d
 to

 b
e
 a

 c
lie

n
t-s

p
e
c
ific

 s
u
ita

b
ility a

n
a
lys

is
 o

r re
c
o
m

m
e
n
d
a
tio

n
, a

n
 o

ffe
r to

 p
a
rtic

ip
a
te

 in
 a

n
y in

v
e
s
tm

e
n
t, o

r a
 re

c
o
m

m
e
n
d
a
tio

n
 to

 
b
u

y, h
o
ld

 o
r s

e
ll s

e
c
u
ritie

s
 (in

c
lu

d
e
s
 s

e
c
u
ritie

s
 o

f M
o
rg

a
n
 S

ta
n
le

y
, a

n
d
/o

r th
e
ir a

ffilia
te

s
 if

s
h
o
w

n
 in

 th
is

 re
p
o
rt).  D

o
 n

o
t u

s
e
 th

is
 re

p
o
rt a

s
 th

e
 s

o
le

 b
a
s
is

 fo
r 

in
v
e
s
tm

e
n
t d

e
c
is

io
n
s
.  D

o
 n

o
t s

e
le

c
t a

n
 a

s
s
e
t c

la
s
s
 o

r in
v
e
s
tm

e
n
t p

ro
d
u
c
t b

a
s
e
d
 o

n
 p

e
rfo

rm
a
n
c
e
 a

lo
n
e
.  C

o
n
s
id

e
r a

ll re
le

v
a
n
t in

fo
rm

a
tio

n
, in

c
lu

d
in

g
 y

o
u

r 
e
x
is

tin
g
 p

o
rtfo

lio
, in

v
e
s
tm

e
n
t o

b
je

c
tiv

e
s
, ris

k
 to

le
ra

n
c
e
, liq

u
id

ity n
e
e

d
s
 a

n
d
 in

v
e
s
tm

e
n
t tim

e
 h

o
riz

o
n

.  

P
e
rfo

rm
a

n
c
e
 a

n
d

 O
th

e
r P

o
rtfo

lio
 In

fo
rm

a
tio

n
G

e
n

e
ra

l
P

a
s
t p

e
rfo

rm
a
n
c
e
 d

o
e
s
 n

o
t g

u
a
ra

n
te

e
 fu

tu
re

 re
s
u
lts

.  T
h
e
re

 is
 n

o
 g

u
a
ra

n
te

e
 th

a
t th

is
 in

v
e
s
tm

e
n
t s

tra
te

g
y w

ill w
o

rk
 u

n
d
e
r a

ll m
a
rk

e
t c

o
n
d
itio

n
s
.  A

s
 a

 re
s
u
lt o

f 
re

c
e
n
t m

a
rk

e
t a

c
tiv

ity, c
u
rre

n
t p

e
rfo

rm
a
n
c
e
 m

a
y
 v

a
ry fro

m
 th

e
 p

e
rfo

rm
a
n
c
e
 re

fe
re

n
c
e
d
 in

 th
is

 re
p
o
rt.

F
o
r m

u
tu

a
l fu

n
d
s
, th

e
 in

v
e
s
tm

e
n
t re

tu
rn

 a
n
d
 p

rin
c
ip

a
l v

a
lu

e
 o

f a
n

 in
v
e
s
tm

e
n
t w

ill flu
c
tu

a
te

 s
o
 th

a
t a

n
 in

v
e
s
to

r�s
 s

h
a
re

s
, w

h
e
n
 re

d
e
e

m
e
d

, m
a

y
 b

e
 w

o
rth

 m
o
re

 
o
r le

s
s
 th

a
n
 th

e
ir o

rig
in

a
l c

o
s
t.  T

o
 o

b
ta

in
 p

e
rfo

rm
a
n
c
e
 in

fo
rm

a
tio

n
, c

u
rre

n
t to

 th
e
 m

o
s
t re

c
e
n
t m

o
n

th
-e

n
d
, p

le
a
s
e
 c

o
n
ta

c
t th

e
 fu

n
d
 d

ire
c
tly a

t th
e
 w

e
b

s
ite

 s
e
t 

o
u
t o

n
 th

e
 c

o
v
e
r p

a
g
e
 o

f th
is

 re
p
o

rt.  

B
e
n

c
h

m
a
rk

 in
d

e
x

D
e
p
e
n
d
in

g
 o

n
 th

e
 c

o
m

p
o
s
itio

n
 o

f yo
u
r a

c
c
o
u
n
t a

n
d
 yo

u
r in

v
e
s
tm

e
n
t o

b
je

c
tiv

e
s
, a

n
y in

d
ic

e
s
 s

h
o
w

n
 in

 th
is

 re
p
o
rt m

a
y n

o
t b

e
 a

n
 a

p
p
ro

p
ria

te
 m

e
a
s
u
re

 fo
r 

c
o
m

p
a
ris

o
n
 p

u
rp

o
s
e
s
 a

n
d
 a

re
 th

e
re

fo
re

 p
re

s
e
n
te

d
 fo

r illu
s
tra

tio
n
 o

n
ly

.

In
d
ic

e
s
 a

re
 u

n
m

a
n
a
g
e
d
.  T

h
e

y
 d

o
 n

o
t re

fle
c
t a

n
y
 m

a
n

a
g
e
m

e
n
t, c

u
s
to

d
y, tra

n
s
a
c
tio

n
 o

r o
th

e
r e

x
p
e

n
s
e
s
, a

n
d
 g

e
n
e
ra

lly a
s
s
u
m

e
 re

in
v
e
s
tm

e
n
t o

f d
iv

id
e
n
d
s
, 

a
c
c
ru

e
d
 in

c
o
m

e
 a

n
d
 c

a
p
ita

l g
a
in

s
.  P

a
s
t p

e
rfo

rm
a

n
c
e

 o
f in

d
ic

e
s
 d

o
e
s
 n

o
t g

u
a
ra

n
te

e
 fu

tu
re

 re
s
u
lts

.  Y
o

u
 c

a
n
n
o
t in

v
e
s
t d

ire
c
tly

in
 a

n
 in

d
e

x
.  

P
e
rfo

rm
a
n
c
e
 o

f in
d
ic

e
s
 m

a
y b

e
 m

o
re

 o
r le

s
s
 v

o
la

tile
 th

a
n
 a

n
y in

v
e
s
tm

e
n
t p

ro
d
u
c
t.  T

h
e
 ris

k
 o

f lo
s
s
 in

 v
a
lu

e
 o

f a
 s

p
e
c
ific

 in
v
e
s
tm

e
n
t (s

u
c
h
 a

s
 w

ith
 a

n
 

in
v
e
s
tm

e
n
t m

a
n
a
g
e
r o

r in
 a

 fu
n
d

) is
 n

o
t th

e
 s

a
m

e
 a

s
 th

e
 ris

k
 o

f lo
s
s
 in

 a
 b

ro
a
d
 m

a
rk

e
t in

d
e
x
.  T

h
e
re

fo
re

, th
e
 h

is
to

ric
a
l re

tu
rn

s
 o

f a
n
 in

d
e
x
 w

ill n
o
t b

e
 th

e
 

s
a
m

e
 a

s
 th

e
 h

is
to

ric
a
l re

tu
rn

s
 o

f a
 p

a
rtic

u
la

r in
v
e

s
tm

e
n
t p

ro
d
u
c
t.  

O
th

e
r d

a
ta

 
P

o
rtfo

lio
 a

n
a
lys

is
 m

a
y b

e
 b

a
s
e
d
 o

n
 in

fo
rm

a
tio

n
 o

n
 le

s
s
 th

a
n
 a

ll o
f th

e
 s

e
c
u
ritie

s
 h

e
ld

 in
 th

e
 p

o
rtfo

lio
.  F

o
r e

q
u
ity p

o
rtfo

lio
s
,

th
e
 a

n
a

lys
is

 typ
ic

a
lly re

fle
c
ts

 
s
e
c
u
ritie

s
 re

p
re

s
e
n
tin

g
 a

t le
a
s
t 9

5
%

 o
f p

o
rtfo

lio
 a

s
s
e
ts

. T
h
is

 m
a

y d
iffe

r fo
r o

th
e

r s
tra

te
g
ie

s
, in

c
lu

d
in

g
 th

o
s
e
 in

 th
e
 fix

e
d
 in

c
o
m

e
 a

n
d

 s
p
e
c
ia

lty a
s
s
e
t c

la
s
s
e
s
, 

d
u
e
 to

 a
v
a
ila

b
ility

 o
f p

o
rtfo

lio
 in

fo
rm

a
tio

n
.  

O
th

e
r d

a
ta

 in
 th

is
 re

p
o
rt is

 a
c
c
u
ra

te
 a

s
 o

f th
e
 d

a
te

 th
is

 re
p
o
rt w

a
s
 p

re
p
a
re

d
 u

n
le

s
s
 s

ta
te

d
 o

th
e
rw

is
e
.  D

a
ta

 in
 th

is
 re

p
o
rt m

a
y b

e
 c

a
lc

u
la

te
d
 b

y th
e
 in

v
e

s
tm

e
n
t 

m
a
n
a
g
e
r, M

o
rg

a
n
 S

ta
n
le

y W
e
a
lth

 M
a
n
a
g
e
m

e
n
t o

r a
 th

ird
 p

a
rty

 s
e
rv

ic
e
 p

ro
v
id

e
r, a

n
d
 m

a
y b

e
 b

a
s
e
d
 o

n
a
 re

p
re

s
e
n
ta

tiv
e
 a

c
c
o
u
n
t o

r a
 c

o
m

p
o
s
ite

 o
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c
c
o
u
n
ts
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S
e
c
u

ritie
s
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o
ld

in
g

s
H

o
ld

in
g
s
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re
 s

u
b

je
c
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 c
h
a
n
g
e
 d

a
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o
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n
y
 s

e
c
u

ritie
s
 d

is
c
u
s
s
e
d
 in

 th
is

 re
p
o

rt m
a

y
 o

r m
a

y
 n

o
t b

e
 in

c
lu

d
e
d
 in

 yo
u
r p

o
rtfo

lio
if y

o
u
 in

v
e
s
t in

 th
is

 in
v
e
s
tm

e
n
t 

p
ro

d
u
c
t.  Y

o
u
r p

o
rtfo

lio
 m

a
y a

ls
o
 in

c
lu

d
e
 o

th
e
r s

e
c
u
ritie

s
 in

 a
d
d
itio

n
 to

 o
r in

s
te

a
d
 o

f a
n

y s
e
c
u
ritie

s
 d

is
c
u
s
s
e
d
 in

 th
is

 re
p
o
rt.  D

o
 n

o
t a

s
s
u
m

e
 th

a
t a

n
y h

o
ld

in
g
s
 

m
e
n
tio

n
e
d
 w

e
re

, o
r w

ill b
e
, p

ro
fita

b
le

.  

S
o

u
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e
s
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f D
a
ta

M
a
te

ria
l in

 th
is

 re
p
o
rt h

a
s
 b

e
e
n
 o

b
ta

in
e
d
 fro

m
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o
u
rc

e
s

th
a
t w

e
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e
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v
e
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 b
e
 re

lia
b
le

, b
u
t w

e
 d

o
 n

o
t g

u
a
ra

n
te

e
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 a
c
c
u
ra

c
y, c

o
m

p
le

te
n
e
s
s
 o

r tim
e
lin

e
s
s
.  

T
h
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 p
a

rty
 d

a
ta

 p
ro

v
id

e
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a
k
e
 n

o
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a
rra

n
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s
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p
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s
e
n
ta
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n
s
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la
tin

g
 to

 th
e

 a
c
c
u
ra

c
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o
m

p
le

te
n
e
s
s
 o

r tim
e
lin

e
s
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e
 d

a
ta
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e

y
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v
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e
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n
d
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o

t 
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b
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n
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a
m

a
g
e
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tin

g
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 d
a
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c
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m
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a
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n
d

s
a
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d
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x

c
h
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e
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n
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E
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F
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�
)

e
n
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k
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f m
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e
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o
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tility.  T
h
e
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a
lu

e
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f a
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v
e
s
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e
n
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a
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c
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a
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r d
e
c
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a
s
e
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v
e
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ryin
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d
s
.  

S
m

a
ll-

a
n

d
 m

id
-

c
a
p
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liz
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n
c
o
m

p
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c
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n
c
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d

u
c
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e
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a
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n
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n
d
 c

o
m

p
e
titiv

e
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n
g
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r c

o
m
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h
e
 

s
e
c
u
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f s
m
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a
p
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a
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n
 c

o
m

p
a
n
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a
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o
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d
e
 a

s
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a
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s
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n
d
 b

e
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u
b
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c
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h
e
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o
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a
n
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o
s
e
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f la
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e
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o
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s
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h
e
d
 c

o
m
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a
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o
rtfo
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a
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o
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s
 a

 c
o
n
c
e
n
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te
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d
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m

b
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e
c
u
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 d
e

c
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e
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e
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a
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e
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e
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e
 in

v
e
s
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n
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o
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 c
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u
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e
 

p
o
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v
e
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a
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e
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e
c
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e
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a
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r d
e

g
re

e
 th

a
n
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s
s
 c

o
n
c
e
n
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te
d
 p

o
rtfo

lio
.  P

o
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 th

a
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v
e
s
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e
 p

e
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e
n
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g
e

 o
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s
s
e
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n
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n
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d
u
s
try s

e
c
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r (o
r in

 o
n
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e
c
to
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) a

re
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o
re

 v
u
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e
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b
le
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 p

ric
e

 flu
c
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a
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n
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a
n
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o
s
e
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a
t d

iv
e
rs

ify
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m
o
n
g
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 b
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a
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n
g
e
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f s
e
c
to

rs
. 

V
a
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e
a
n
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v
e
s
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g

a
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o
 c

a
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k
s
.  V

a
lu

e
 in

v
e
s
tin

g
 in

v
o
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e
s
 th

e
 ris

k
 th

a
t th

e
 m

a
rk

e
t m

a
y
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o
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c
o
g
n
iz

e
 th

a
t s

e
c
u
ritie

s
 a

re
 u

n
d
e
rv

a
lu

e
d
 a

n
d

 th
e

y 
m

a
y n

o
t a

p
p
re

c
ia

te
 a

s
 a

n
tic

ip
a
te

d
.  G

ro
w

th
 in

v
e
s
tin

g
 d

o
e
s
 n

o
t g

u
a

ra
n
te

e
 a

 p
ro

fit o
r e

lim
in

a
te

 ris
k
.  T

h
e
 s

to
c
k
s
 o

f th
e
s
e
 c

o
m

p
a
n
ie

s
 c

a
n
 h

a
v
e
 re

la
tiv

e
ly

 h
ig

h
 

v
a
lu

a
tio

n
s
.  B

e
c
a
u
s
e
 o

f th
e
s
e
 h

ig
h
 v

a
lu

a
tio

n
s
, a

n
 in

v
e
s
tm

e
n
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 a
 g

ro
w

th
 s

to
c
k
 c

a
n
 b

e
 m

o
re

 ris
k
y th

a
n
 a

n
 in

v
e
s
tm

e
n
t in

 a
 c

o
m

p
a
n

y w
ith

 m
o
re

 m
o
d
e
s
t g

ro
w

th
 

e
x
p
e
c
ta

tio
n
s
.

In
te

rn
a
tio

n
a
l s

e
c
u

ritie
s

m
a

y
 c

a
rry a

d
d
itio

n
a
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k
s
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c
lu

d
in

g
 fo

re
ig

n
 e

c
o
n
o

m
ic

, p
o
litic

a
l, m

o
n
e
ta

ry a
n
d
/o

r le
g
a
l fa

c
to

rs
, c

h
a
n

g
in

g
 c

u
rre

n
c
y e

x
c
h
a
n

g
e
 ra

te
s
, 

fo
re

ig
n
 ta

x
e
s
 a

n
d
 d

iffe
re

n
c
e
s
 in

 fin
a
n
c
ia

l a
n
d
 a

c
c
o

u
n
tin

g
 s

ta
n
d
a
rd

s
. In

te
rn

a
tio

n
a
l in

v
e
s
tin

g
 m

a
y
 n

o
t b

e
 fo

r e
v
e
ry

o
n
e
. T

h
e
s
e
 ris

k
s
 m

a
y b

e
 m

a
g
n
ifie

d
 in

 
e
m

e
rg
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g

 m
a
rk

e
ts

.
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d
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B
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e
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L
C
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 a
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te

s
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n
d
 M

o
rg

a
n
 S

ta
n
le

y F
in

a
n
c
ia

l A
d
v
is

o
rs

 d
o
 n

o
t p

ro
v
id

e
 le

g
a
l o
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x
 a

d
v
ic

e
.  E

a
c
h
 c

lie
n
t s

h
o
u
ld

 a
lw

a
ys

 c
o
n
s
u

lt 
h
is

/h
e
r p

e
rs

o
n
a
l ta

x
 a

n
d
/o

r le
g
a
l a

d
v
is

o
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r in
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rm
a
tio

n
 c

o
n
c
e
rn

in
g
 h

is
/h

e
r in

d
iv

id
u
a
l s

itu
a
tio

n
 a

n
d
 to

 le
a
rn

 a
b
o
u
t a

n
y p

o
te

n
tia

l ta
x
 o

r o
th

e
r im

p
lic

a
tio

n
s
 th

a
t 

m
a

y re
s
u
lt fro

m
 a

c
tin

g
 o

n
 a

 p
a
rtic

u
la

r re
c
o
m

m
e
n
d

a
tio

n
.

If a
n

y in
v
e
s
tm

e
n
ts

 in
 th

is
 re

p
o
rt a

re
 d

e
s
c
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e
d
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s
 �ta

x
 fre

e
�, th

e
 in

c
o
m

e
 fro

m
 th

e
s
e
 in

v
e
s
tm

e
n
ts

 m
a
y b

e
 s

u
b
je

c
t to

 s
ta

te
 a

n
d
 lo

c
a
l ta

x
e
s
 a

n
d
 (if a

p
p
lic

a
b

le
) th

e
 

fe
d
e
ra

l A
lte

rn
a
tiv

e
 M

in
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u
m

 T
a
x
.  R

e
a
liz

e
d
 c

a
p
ita

l g
a
in

s
 o

n
 th

e
s
e
 in

v
e
s
tm

e
n
ts

 m
a

y b
e
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u
b
je

c
t to

 fe
d
e
ra

l, s
ta

te
 a

n
d
 lo

c
a
l c

a
p
ita

l g
a
in

s
 ta

x
.  
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 p
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 p
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b
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a
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d
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c
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 c
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p
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n
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 c
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d
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a
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 p
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c
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 p
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s
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 c
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 c
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 c
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 re
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r m
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c
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r m

a
y s

u
g
g
e
s
t 

th
a
t G

IM
A

 e
v
a
lu

a
te

s
 a

n
 in

v
e
s
tm

e
n
t m

a
n
a
g
e

r o
r fu

n
d
 in

 w
h
ic

h
 a

 p
o

rtio
n
 o

f h
is

 o
r h

e
r c
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c
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y

sin
ce its 

in
cep

tio
n

 in
 1

9
9

7
.

S
tab

le in
v

estm
en

t team
 w

ith
 a lo

n
g

 ten
u

re o
f w

o
rk

in
g

 to
g

eth
er.

P
o

in
ts

 to
 C

o
n

s
id

e
r

T
h

e p
o

rtfo
lio

 co
n

tain
s b

etw
een

 7
0

 an
d

 1
0

0
 secu

rities.
T

u
rn

o
v

er is m
o

d
erate an

d
 ty

p
ically

 in
 th

e 3
0

%
-5

0
%

 ran
g

e.

T
h

e 
p

o
rtfo

lio
 

in
v

ests 
p

rim
arily

 
in

 
sto

ck
s 

u
n

d
er 

$
5

 
b

illio
n

 
in

 
m

ark
et 

cap
; 

h
o

w
ev

er, 
o

v
er 

8
0

%
 

o
f 

th
e 

p
o

rtfo
lio

 
is 

g
en

erally
 

in
v

ested
 in

 co
m

p
an

ies w
ith

 less th
an

 $
3

 b
illio

n
 m

ark
et cap

.  

T
h

e w
eig

h
ted

 av
erag

e m
ark

et
cap

 o
f th

e p
o

rtfo
lio

 ten
d

s to
 b

e 
su

b
stan

tially
 h

ig
h

er th
an

 th
at o

f th
e b

en
ch

m
ark

.
B

en
ch

m
ark

 ag
n

o
stic ap

p
ro

ach
 an

d
 p

o
rtfo

lio
 m

ay
 tak

e larg
e secto

r 
o

v
er/u

n
d

erw
eig

h
ts.  

P
erfo

rm
an

ce o
f th

is p
ro

d
u

ct ten
d

s to
 b

e fairly
 v

o
latile g

iv
en

 th
e 

co
n

trarian
 n

atu
re o

f th
e p

ro
cess.

A
re

a
s
 o

f C
o

n
c
e
rn

T
h

e in
v

estm
en

t team
 (6

 in
v

estm
en

t p
ro

fessio
n

als) resp
o

n
sib

le fo
r 

th
is strateg

y
, alo

n
g

 w
ith

 tw
o

 o
th

er v
alu

e p
ro

d
u

cts, is relativ
ely

 

sm
all co

m
p

ared
 to

 o
th

er asset m
an

ag
em

en
t firm

s. W
h

ile th
ere are 

su
fficien

t 
reso

u
rces 

in
 

p
lace, 

th
e 

lo
ss 

o
f 

o
n

e 
o

r 
tw

o
 

sen
io

r 
p

ro
fessio

n
als, 

esp
ecially

 
M

r. 
N

ah
u

m
, 

w
o

u
ld

 
b

e 
v

iew
ed

 
q

u
ite 

n
eg

ativ
ely

 b
y

 G
IM

A
.

T
h

e
In

trin
sic V

alu
e team

 o
p

erates au
to

n
o

m
o

u
sly

 w
ith

in
 th

e larg
er 

o
rg

an
izatio

n
.  A

n
y

 in
terferen

ce in
 th

e d
ay

-to
-d

ay
 m

an
ag

em
en

t o
f 

th
e strateg

ies w
o

u
ld

 b
e v

iew
ed

 n
eg

ativ
ely

 b
y

 G
IM

A
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x
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c
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T
h

e 
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y
 

m
ay

 
h
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e 

su
b

stan
tial 

ex
p

o
su

re 
to

 
cy

clicals 
an

d
 

eco
n

o
m

ically
 sen

sitiv
e areas o

f th
e m

ark
et.  T

h
e strateg

y
 can

 b
e 

ex
p

ected
 to

 d
o

 w
ell w

h
en

 in
v

esto
rs fav

o
r g

ro
w

th
 an

d
 a cy

clical 

reco
v

ery
 rath

er th
an

 in
 m

ark
ets w

h
ere in

v
esto

rs fav
o

r y
ield

 an
d

 
d

efen
siv

e areas o
f th

e m
ark

et.
T

h
e 

p
o

rtfo
lio

 
ten

d
s 

to
 

h
av

e 
a 

su
b

stan
tial 

b
ias 

to
w

ard
 

th
e 

T
ech

n
o

lo
g

y
 secto

r
an

d
 aw

ay
 fro

m
 F

in
an

cials, w
h

ich
 can
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p

act 
sh

o
rt-term

 p
erfo

rm
an

ce d
ep

en
d

in
g

 o
n

 h
o

w
 th

ese secto
rs p

erfo
rm
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T

h
e 

p
o

rtfo
lio

�s 
in

v
estm

en
t 

p
ro

cess 
d

o
es 

n
o

t 
in

co
rp

o
rate 

m
o

m
en

tu
m

 
facto

rs, 
w

h
ich

 
m

ay
 

cau
se 

it 
to

 
lag

 
in

 
stro

n
g

 
m

o
m

en
tu

m
-d

riv
en

 m
ark

ets.

T
h

e 
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h

as 
g

en
erally

 
u

n
d

erw
eig

h
ted

 
th

e 
m

icro
-cap
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ace, 

w
h

ich
 m

ay
 in

flu
en

ce relativ
e retu

rn
s.

P
e
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rm
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n

c
e
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p
in

io
n

T
h

e N
eu

b
erg

er B
erm

an
 S

m
all C

ap
 In

trin
sic V

alu
e strateg

y
b

eat 

its b
en

ch
m

ark
 fo

r th
e seco

n
d

 q
u

arter o
f 2

0
1

5
 as w

ell as th
e y

ear-
to

-d
ate p

erio
d

 g
iv

en
 p

o
sitiv

e sto
ck
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n
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 m

o
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n
o

m
ic 
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rs 

an
d

 
p

erfo
rm

an
ce 

is 
in

 
lin

e 
w

ith
 

G
IM

A
 

ex
p

ectatio
n
s.  

T
ech

n
o

lo
g

y
 

w
as 

a 
k

ey
 

area 
o

f 
stren

g
th
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A
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rd
in

g
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N
eu

b
erg
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o
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g
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 th

e p
o

rtfo
lio

 seem
ed

 to
 b

en
efit fro

m
 

co
n

so
lid

atio
n

 in
 th

e sem
i-co

n
d

u
cto

r in
d

u
stry

 an
d
 a g

ro
w

in
g
 n

eed
 

fo
r en

h
an

ced
 n

etw
o

rk
 secu

rity
. T

o
 a lesser ex

ten
t, h

av
in

g
 a zero

 
ex

p
o

su
re to

 R
E
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�s also

 h
elp

ed
. 

T
h

e strateg
y

 w
as ah

ead
 o

f th
e b

en
ch

m
ark

 fo
r th

e trailin
g
 o

n
e-

y
ear p

erio
d

 th
ro

u
g

h
 q

u
arter en

d
 d

esp
ite so

m
e w

eak
n
ess in
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Q

1
4
.  

A
n

 
o

v
erw

eig
h

t 
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T

ech
n

o
lo

g
y

 
co

m
b

in
ed

 
w

ith
 

so
lid

 
sto

ck
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n
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T

ech
n

o
lo

g
y

 
an

d
 

C
o

n
su

m
er 

D
iscretio

n
ary

 
w

as 
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d
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e 
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p
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an
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o

p
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n
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d
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reescale S
em
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o

re L
o

g
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y
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ierra 
W
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ep
o

t, an
d

 S
elect C

o
m

fo
rt. W

ith
 m

o
st o
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h
o

ld
in

g
s in

 b
an

k
s an

d
 u

n
d

erex
p

o
su

re to
 R

E
IT

�s, F
in

an
cials w

as 
a w

eak
 sp

o
t in
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e p

o
rtfo

lio
.

T
h

e 
p

o
rtfo

lio
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n

tin
u

es 
to

 
b

e 
ah

ead
 

o
n

 
a 

trailin
g
 

th
ree-y

ear 

an
n

u
alized

 b
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f q
u

arter-en
d

 m
o

stly
 d

u
e to

 sto
ck

 selectio
n

 
in

 
C

o
n

su
m

er 
D

iscretio
n

ary
, 

U
tilities, 

an
d

 
In

d
u
strials. 

 
A

n
 

u
n

d
erw

eig
h
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 E

n
erg

y
 an

d
 an

 o
v

erw
eig

h
t to

 T
ech

n
o
lo

g
y

 also
 

h
elp

ed
 relativ

e p
erfo

rm
an

ce d
u

rin
g
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is tim

e p
erio

d
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L
o

n
g

er-term
 p

erfo
rm

an
ce is in
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e w
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 G

IM
A

�s ex
p
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n
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T

h
e strateg

y
 h

as ty
p

ically
 d

o
n

e w
ell w

h
en

 g
ro

w
th

 an
d

 cy
clical 

areas are in
 fav

o
r an

d
 h

as ten
d

ed
 to

 lag
 w

h
en

 in
v
esto

rs fav
o
r 

y
ield

 an
d

 m
o

re d
efen

siv
e areas o

f th
e m

ark
et.
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1
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2
0

1
4

�
G
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A

d
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ed
 to

 ch
an

g
e th

e statu
s

o
f th

is p
ro

d
u
ct 

fro
m

 A
p

p
ro

v
ed

 to
 F

o
cu

s L
ist.

1
Q

1
2

 �
N

eu
b

erg
er refin

an
ced

 th
e p

referred
 eq

u
ity

 h
eld

 b
y

 th
e 

L
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m
an

 B
ro

th
ers E

state w
ith

 lo
w

er co
st d

eb
t.

1
Q

1
2

 �
A

 p
rio

r N
eu

b
erg

er B
erm

an
 research

 an
aly

st w
as ch

arg
ed

 
in

 an
 in

sid
er-trad

in
g
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b
e (see A

d
d

itio
n

al N
ew

s S
u

m
m

ary
).
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A
d

d
itio

n
a
l A

n
a
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s
t C

o
m

m
e
n

ts
 

T
h

e team
 h

as th
e flex

ib
ility

 to
 co

n
tin

u
e to

 h
o

ld
 a sto

ck
 ev

en
 w

h
en

 it m
ig

rates 
o

u
t 

o
f 

th
e 

ty
p

ical 
sm

all 
cap

 
ran

g
e 

if 
th

ey
 
b

eliev
e 

it 
still 

h
as 

p
o

ten
tial 

to
 

co
n

trib
u

te 
to

 
relativ

e 
p

erfo
rm

an
ce. 

 
A

t 
th

e 
ag

g
reg

ate 
lev

el, 
th

e 
w

eig
h

ted
 

av
erag

e m
ark

et cap
 o

f th
e p

o
rtfo

lio
 h

as b
een

 su
b

stan
tially

 h
ig

h
er th

an
 th

at o
f 

th
e b

en
ch

m
ark

.
T

h
e team

 seek
s to

 in
v

est in
 co

m
p

an
ies th

at are sellin
g

 at a sig
n

ifican
t d

isco
u

n
t 

(3
0

%
+

) to
 th

eir estim
ate o

f in
trin

sic v
alu

e.  T
h

e v
alu

atio
n

 case fo
r sto

ck
s is 

b
ased

 
o

n
 

trad
itio

n
al 

v
alu

atio
n

 
m

etrics 
an

d
 

th
e 

team
 

d
o

es 
n

o
t 

rely
 

o
n
 

m
o

m
en

tu
m

 m
easu

res.  

T
h

e team
 tak

es a lo
n

g
-term

 ap
p

ro
ach

 an
d

 th
e p

ro
cess is co

n
sid

ered
 to

 b
e 

co
n

trarian
 in

 n
atu

re.
T

h
e p

o
rtfo

lio
 m

ay
 o

w
n

 a m
ix

 o
f d

eep
er v

alu
e as w

ell as 
so

m
e trad

itio
n

al v
alu

e an
d

 b
ro

k
en

 g
ro

w
th

 co
m

p
an

ies.

A
d

d
itio

n
a
l N

e
w

s
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u
m

m
a
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 Jan
u

ary
 2

0
1

2
, a p

rio
r N

eu
b

erg
er B

erm
an

 an
aly

st w
as

ch
arg

ed
 in

 an
 in

sid
er-

trad
in

g
 

p
ro

b
e. 

U
n

d
er 

a 
co

o
p

eratio
n

 
ag

reem
en

t 
w

ith
 

th
e 

g
o

v
ern

m
en

t, 
th

e 
an

aly
st h

as p
lead

ed
 g

u
ilty

 to
 co

n
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iracy
 an

d
 secu

rities frau
d

. T
h

is ch
arg

e is 

d
ifferen

t 
fro

m
 
th

e 
im

p
en

d
in

g
 
ch

arg
e 

rep
o

rted
 
in

 
T

h
e
 
W

a
ll 

S
tr

e
e
t 

J
o

u
r
n

a
l

article o
n

 D
ecem

b
er 1

, 2
0

1
1

. T
h

e an
aly

st n
am

ed
 in

 th
at article h

as n
o

t b
een

 
ch

arg
ed

. 
B

o
th

 
w

ere 
an

aly
sts 

o
n

 
th

e 
cen

tral 
research

 
team

 
at 

N
eu

b
erg

er 
B

erm
an

. 
A

cco
rd

in
g

 
to

 
N

eu
b

erg
er, 

th
e 

first 
an

aly
st 

left 
th

e 
firm

 
in

 
early

 
Jan

u
ary

. T
h

e o
th

er an
aly

st left in
 M

ay
 2

0
1

2
. B

ased
o

n
 th

e in
fo

rm
atio

n
w

e 
h

av
e,

G
IM

A
b

eliev
es th

at th
is w

as an
 iso

lated
 in

cid
en

t, w
h

ich
 is b

eh
in

d
 th

em
. 
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u
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R
a
n
g
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o
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M
a
x
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itio
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E
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c
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r C
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N
o
n
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T
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c
k
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g
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r T

a
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e
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8
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%

T
yp
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a
l A

n
n
u
a
l T

u
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o
v
e
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4
0
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v
e
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g
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v
e
s
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D
R

s
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e
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v
e
s
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T
F

s
N

o

In
v
e
s
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 D

e
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a
tiv

e
s

N
o
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v
e
s
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O
s

N
o

L
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u
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ity C
o
n
s
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in
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N
o
n
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M
a
x
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u
m

 C
a
s
h

1
0
%

T
yp
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a
l C

a
s
h
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o
s
itio

n
0
-5

%

E
s
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d
u
c
t C

a
p

a
c
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$
4
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n

S
o
u
rc

e
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e
u
b
e
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e
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e
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a
n
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A
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In
v
e
s
tm

e
n

t C
a
p

a
b

ilitie
s
 O

v
e
rv

ie
w

P
o

rtfo
lio

 M
a
n

a
g

e
m

e
n

t T
e
a
m

B
en

 N
ah

u
m

 is th
e lead

 p
o

rtfo
lio

 m
an

ag
er o

n
 th

is strateg
y

 sin
ce its in

cep
tio

n
 in

 
1

9
9

7
.  H

e h
as th

e u
ltim

ate d
ecisio

n
-m

ak
in

g
 au

th
o

rity
 an

d
 acco

u
n

tab
ility

 fo
r 

th
e strateg

y
�s co

n
stru

ctio
n

 p
ro

cess.
A

m
it S

o
lo

m
o

n
 is a R

esearch
 A

n
aly

st fo
r th

e In
trin

sic V
alu

e strateg
ies an

d
 a 

p
o

rtfo
lio

 
m

an
ag

er 
o

n
 

th
e 

In
trin

sic 
V

alu
e 

p
o

rtfo
lio

 
sin

ce 
M

ay
 

2
0

1
0

. 
 
H

is 
research

 resp
o

n
sib

ilities in
clu

d
e th

e T
ech

n
o

lo
g

y
 an

d
 U

tilities secto
rs.

Jam
es M

cA
ree is also

 a R
esearch

 A
n

aly
st fo

r th
e In

trin
sic V

alu
e strateg

ies 
an

d
 a p

o
rtfo

lio
 m

an
ag

er o
n

 th
e In

trin
sic V

alu
e p

o
rtfo

lio
 sin

ce M
ay

 2
0

1
0

.  H
is 

research
 

resp
o

n
sib

ilities 
in

clu
d

e 
th

e 
F

in
an

cial 
S

erv
ices, 

In
d

u
strials 

an
d

 
E

n
erg

y
 secto

rs.
T

h
ere are th

ree o
th

er research
 an

aly
sts th

at su
p

p
o

rt th
is p

ro
d

u
ct.

T
h

e team
 also

 m
an

ag
es a M

id
 C

ap
 V

alu
e an

d
 an

 A
ll C

ap
 V

alu
e strateg

y
.

In
v
e
s
tm

e
n

t P
h

ilo
s
o

p
h

y
 &

 P
ro

c
e
s
s

T
h

e 
team

 
u

ses 
b

o
tto

m
-u

p
, 

fu
n

d
am

en
tal 

research
 

to
 

in
v

est 
in

 
o

u
t-o

f-fav
o

r 
co

m
p

an
ies sellin

g
 at a sig

n
ifican

t d
isco

u
n

t to
 in

trin
sic v

alu
e, d

efin
ed

 as th
e 

team
�s estim

ate o
f a co

m
p

an
y

�s tru
e lo

n
g

-term
 eco

n
o

m
ic w

o
rth

.  T
h

e team
 

fo
cu

ses 
o

n
 

id
en

tify
in

g
 

strateg
ic 

p
lan

s
o

r 
ev

en
ts

th
at 

th
ey

 
ex

p
ect 

to
 

b
o

th
 

en
h

an
ce sh

areh
o

ld
er v

alu
e an

d
 n

arro
w

 th
e v

alu
e/p

rice g
ap

.
T

h
e team

�s ap
p

ro
ach

 em
p

h
asizes asset v

alu
es an

d
 cash

 flo
w

s, talk
in

g
 to

 a 
co

m
p

an
y

�s 
m

an
ag

em
en
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 d
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s b
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 m
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b
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ate m

ark
et tran

sactio
n

s to
 estim

ate th
e co
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m
p
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d

isco
u

n
t 

to
 

th
e 
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trin
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p
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b
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d
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b
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p
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in

 
lead

 
P

M
 

B
en

jam
in

 
N

ah
u

m
�s 

in
v

estm
en

t acu
m

en
 as w

ell as th
e team

�s k
n

o
w

led
g

e o
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f d
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 b
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e p
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 b
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d
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ro
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r b
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k

s th
e ch

an
g
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c
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b
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u
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 p
o
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 m
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tio
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9
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trin
sic 

V
alu
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u
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u
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A
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b
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e p
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 b
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e p
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e C
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e p
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.  

T
h

e firm
 claim

s th
at th
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e d
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e m
o

n
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d
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u
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an

d
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9
5

0
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 lau

n
ch

ed
 its first n

o
-lo

ad
 m

u
tu

al fu
n

d
 an

d
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1

9
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 m
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t m
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u
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B
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an
 

b
ecam
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p
u
b
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m
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an
y
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2
0

0
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w

as 
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u
ired
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y

 L
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m
an

 B
ro

th
ers, w

h
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 d
eclared

 b
an

k
ru

p
tcy

 in
 S

ep
tem

b
er 2

0
0

8
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O
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M
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4
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2
0

0
9

, 
N

eu
b

erg
er 

B
erm

an
 

G
ro

u
p

 
(N

B
G

) 
em

erg
ed

 
as 

an
 

in
d

ep
en

d
en

t, em
p

lo
y

ee-m
ajo

rity
-co

n
tro

lled
 in

v
estm

en
t m

an
ag

em
en

t firm
.

E
ffectiv

e 
M

ay
 

4
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2
0

0
9

, 
5

1
%

 
o

f 
N

B
G

�s 
co

m
m

o
n

 
eq

u
ity

 
w

as 
issu

ed
, 

o
r 

reserv
ed

 fo
r

issu
an

ce, to
 N

B
S

H
 A

cq
u

isitio
n

, L
L

C
, w

h
ich

 is o
w

n
ed

 b
y

 a g
ro

u
p

 
co

n
sistin

g
 o

f N
B

G
�s p

o
rtfo

lio
 m

an
ag

ers an
d

 o
th

er sen
io

r p
ro

fessio
n

als.  4
9

%
 

o
f th

e N
B

G
�s co

m
m

o
n

 eq
u

ity
 w

as issu
ed

 to
 L

eh
m

an
 B

ro
th

ers H
o

ld
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g
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c. 
(L

B
H

I).  L
B

H
I is ex

p
ected

 to
 co

n
trib

u
te a p

o
rtio

n
 o

f its eq
u

ity
 to

 v
ario

u
s 

su
b

sid
iaries an

d
 w

ill co
n

tin
u

e to
 co

n
tro

l th
e v

o
tin

g
 rig

h
ts w
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 su

ch
 

eq
u

ity
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f D
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b
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1
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p
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4
0
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w
n

ed
 a stak

e in
 th
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g

 ab
o

u
t a

1
0

0
%
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n
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reem
en

t w
ith

 
L

B
H
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b
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0

1
3
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p
ected
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2
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1
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0
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%
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p
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isitio
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 m
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, d
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 b
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e b
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 d
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e b
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e
g

a
tiv

e
 A

lp
h
a
 in

d
ic

a
te

s
 th

e
 p

o
rtfo

lio
�s

 u
n
d
e
rp

e
rfo

rm
a
n
c
e
 g

iv
e
n

 th
e

 
e
x
p
e
c
ta

tio
n
s

e
s
ta

b
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h
e
d
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e
 
B

e
ta

.  T
h
e
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c
c
u
ra

c
y 

o
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e
 A

lp
h
a
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e
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fo
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 d
e
p
e
n
d
e
n
t o

n
 th

e
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c
c
u
ra

c
y
 o
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e
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e
ta

.  A
lp

h
a
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fte

n
 v

ie
w

e
d
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s
 a

 
m

e
a
s
u
re

m
e
n
t o
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e
 v

a
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e
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d
d
e
d
 o

r s
u
b
tra

c
te

d
 b

y
 a

 p
o
rtfo

lio
�s

 m
a
n
a
g
e
r.

A
s

s
e
t-b

a
c
k

e
d
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e
c
u

ritie
s

 (A
B

S
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-
s
e
c
u
ritie

s
 b

a
c
k
e
d
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y
a

 p
o
o
l o

f a
s
s
e
ts

, typ
ic

a
lly
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a
n
s
 o

r a
c
c
o
u
n
ts
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c
e
iv

a
b
le

, o
rig

in
a
te

d
 b

y
 b

a
n
k
s
, s

p
e
c
ia

lty fin
a
n
c
e

 
c
o
m

p
a
n
ie

s
, o

r o
th

e
r c
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d
it p

ro
v
id
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.
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p
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n
�
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e
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l c

a
p
ita

liz
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n
 o
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o
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iv
id

e
d
 b

y th
e
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u
m

b
e

r o
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e
c
u
ritie

s
 in

 a
 p

o
rtfo

lio
.

B
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ttin
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v
e

ra
g

e
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m
e
a
s
u
re

s
 h

o
w
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q
u
e
n
tly a

 p
o
rtfo

lio
 o

u
tp

e
rfo

rm
s
 its

 b
e
n
c
h
m

a
rk

 o
n
 a

 q
u
a
rte

rly b
a
s
is

. T
h
e
 s

ta
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tic
 is

 o
b
ta

in
e
d
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y
 d

iv
id

in
g
 th

e
n
u
m

b
e
r o

f 
q
u
a
rte

rs
 in
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h
ic

h
 th

e
 p

o
rtfo

lio
 o

u
tp

e
rfo

rm
e
d
 th

e
 to

ta
l re

tu
rn

 o
f th

e
 b

e
n
c
h
m

a
rk

 b
y
 th

e
 to

ta
l n

u
m

b
e
r o

f q
u
a
rte
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. F

o
r e

x
a

m
p
le

, a
 p

o
rtfo

lio
 w

ith
 a

 b
a
ttin

g
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v
e
ra

g
e

 
o
f 6

0
%

 h
a
s
 o

u
tp

e
rfo

rm
e

d
 th

e
 in

d
e
x
 m

o
re

 th
a
n
 it h

a
s
 u

n
d
e
rp

e
rfo

rm
e
d
.

B
e
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�
m

e
a
s
u
re
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 a

 p
o
rtfo

lio
�s

 v
o
la

tility re
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tiv
e
 to
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 b

e
n
c
h
m

a
rk
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 p

o
rtfo

lio
 w

ith
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 B
e
ta

 h
ig

h
e
r th

a
n
 1
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 h

a
s
 h

is
to
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a
lly b

e
e
n
 m

o
re
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o
la

tile
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a
n
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e
 

b
e
n
c
h
m

a
rk

, w
h
ile

 a
 p

o
rtfo

lio
 w

ith
 a

 B
e
ta

 lo
w

e
r th

a
n

 1
.0

 h
a
s
 b

e
e
n
 le

s
s
 v

o
la

tile
.  T

h
e
 a

c
c
u
ra

c
y o

f th
e
 B

e
ta
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 d

e
p
e
n
d
e

n
t o

n
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u

a
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C
o

m
m
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l M

o
rtg

a
g

e
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a
c

k
e
d

 S
e
c
u
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M
B

S
)

�
m

o
rtg

a
g
e
-b

a
c
k
e
d
 s

e
c
u
rity th

a
t is
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e
c
u
re

d
 b
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e

 lo
a

n
 o

n
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 c
o
m

m
e
rc

ia
l p

ro
p
e
rty
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C
o

lla
te

ra
liz

e
d

 M
o

rtg
a

g
e
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b
lig

a
tio

n
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M
O
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) �

m
o
rtg

a
g
e
-b

a
c
k
e
d
 s

e
c
u
rity th

a
t c

re
a
te

s
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e
p
a
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te
 p

o
o
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 o

f p
a
s
s
-th

ro
u
g
h
 p

a
ym

e
n
ts

 fo
r d

iffe
re

n
t c

la
s
s
e
s
 o

f 
b
o
n
d
h
o
ld

e
rs

 w
ith

 v
a
ryin

g
 m

a
tu

ritie
s
, c

a
lle

d
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n
c
h
e

s
. T

h
e

 re
p

a
y
m

e
n
ts
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m

 th
e
 p

o
o
l o

f
p

a
s
s
-th

ro
u
g
h
 s

e
c
u

ritie
s
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 u

s
e
d
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 th

e
 b

o
n
d
s
 in
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e
 o

rd
e

r 
s
p
e
c
ifie

d
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y th
e

 b
o
n
d
s
' p
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s
p
e
c
tu
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o

n
v
e

x
ity
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s
u
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e
n
s
itiv

ity o
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o
n
d
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u
ra
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n
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 c
h
a

n
g
e
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te

re
s
t ra

te
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. C

o
n
v
e

x
ity c
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n
 b

e
 p

o
s
itiv
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e
g
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tiv

e
. U

n
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e
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o
s
t fix

e
d
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c
o
m

e
 

s
e
c
u
ritie

s
, b

o
n
d
s
 w

ith
 n

e
g
a
tiv

e
 c

o
n
v
e
x
ity te

n
d

 to
 fa

ll in
 v

a
lu

e
 a

s
 in

te
re

s
t ra

te
s
 d

e
c
lin

e
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n
d
 v

ic
e
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e
rs

a
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a
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a
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�

w
e
ig

h
te

d
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v
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e
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e
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s
s
e
s
s
m

e
n
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f c
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d
it w

o
rth

in
e
s
s
 g

iv
e
n
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y c
re

d
it ra

tin
g
 a

g
e

n
c
ie

s
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u
c
h
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 S

ta
n

d
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rd

 &
 P

o
o
r's

 R
a
tin

g
s
 

S
e
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e
s
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o
o
d
y
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 In
v
e
s
to
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 S

e
rv

ic
e
, a

n
d
 F

itc
h
 R

a
tin

g
s
 to

 b
o
n
d
s
 in

 th
e
 p

o
rtfo

lio
. C

re
d
it ra

tin
g
 a

g
e
n
c
ie

s
 e

v
a
lu

a
te

 is
s
u
e
rs

 a
n
d
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s
s
ig

n
 ra

tin
g
s
 b

a
s
e
d
 o

f th
e

ir 
o
p
in

io
n
s
 o

f th
e
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s
u
e
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 a
b
ility to

 p
a

y in
te

re
s
t a

n
d
 p

rin
c
ip

a
l a

s
 s

c
h
e
d
u
le

d
.  

D
iv

id
e

n
d

 Y
ie

ld
 �

a
n
n
u
a
l d

iv
id

e
n
d
 p

e
r s

h
a
re

 d
iv

id
e
d
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y p
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e
 p

e
r s

h
a
re

. D
iv

id
e
n
d
 Y

ie
ld

 fo
r th

e
 p

o
rtfo

lio
 is

 a
 w

e
ig

h
te

d
 a

v
e
ra

g
e
 o

f th
e
 re

s
u
lts

 fo
r th

e
 in

d
iv

id
u
a
l 

s
to

c
k
s
 in

 th
e
 p

o
rtfo

lio
.

E
ffe

c
tiv

e
 D

u
ra

tio
n
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a
 d

u
ra

tio
n
 c

a
lc

u
la

tio
n
 fo

r b
o
n
d
s
 w

ith
 e

m
b
e
d
d
e

d
 o

p
tio

n
s
. E

ffe
c
tiv

e
 d

u
ra

tio
n
 ta

k
e
s
 in

to
 a

c
c
o
u
n
t th

a
t e

x
p
e
c
te

d
 c

a
s
h
 flo

w
s
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ill flu
c
tu

a
te
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in
te

re
s
t ra

te
s
 c

h
a

n
g
e
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E
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w
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o
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c
a
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t �
a
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e
a
s
u
re

 o
f o

n
e
 ye
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a
rn
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a
s
h
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w
 o

r d
iv

id
e
n
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s
) p

e
r s

h
a
re

 g
ro

w
th

 fro
m

 th
e
 p

rio
r fis

c
a
l ye

a
r (F

Y
0
) to

 th
e
 c

u
rre

n
t fis

c
a
l 

y
e
a
r (F

Y
1
) u

s
in

g
a
n
a
lys

t c
o
n
s
e
n
s
u
s
 fo

re
c
a
s
ts

. G
ro

w
th

 is
 e

x
p
re

s
s
e
d
 a

s
 a

 p
e
rc

e
n
t.  T

h
e
 F

Y
1
 E

P
S

 (e
a
rn

in
g
s
 p

e
r s

h
a
re

) g
ro

w
th

 ra
te

 fo
r th

e
 p

o
rtfo

lio
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 a
 

w
e
ig

h
te

d
 a

v
e
ra

g
e
 o

f th
e
 fo

re
c
a
s
ts

 fo
r th

e
 in

d
iv

id
u
a

l s
to

c
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s
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e
 p

o
rtfo

lio
.

E
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 �
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l �

T
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e
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e
ig

h
te

d
a

v
e
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g
e
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n
n
u
a
liz

e
d
 e

a
rn

in
g
s
 p

e
r s

h
a
re

 g
ro

w
th

 fo
r a

 p
o
rtfo

lio
 o

v
e
r th

e
 p

a
s
t fiv

e
 y

e
a
rs

.  

E
x
c
e
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e
tu
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�
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p
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s
e
n
ts
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e

 a
v
e
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g
e
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u
a

rte
rly to

ta
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tu
rn

 o
f th

e
 p

o
rtfo

lio
 re

la
tiv

e
 to
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 b

e
n
c
h
m

a
rk

. A
 p

o
rtfo

lio
 w

ith
 a

 p
o
s
itiv

e
 E

x
c
e
s
s
 R

e
tu

rn
 h

a
s
 o

n
 

a
v
e
ra

g
e
 o

u
tp

e
rfo

rm
e
d
 its

 b
e
n
c
h
m

a
rk

 o
n
 a

 q
u
a

rte
rly

 b
a
s
is

. T
h
is

 s
ta

tis
tic

 is
 o

b
ta

in
e
d
 b

y
 s

u
b
tra

c
tin

g
 th

e
 b

e
n
c
h
m

a
rk

 re
tu
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m
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e
 p

o
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lio
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 re
tu
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.

H
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S
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te
d
 b

y re
g
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s
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in
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v
e
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e
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e
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u
a
rte
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a
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in

g
s
 p

e
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h
a
re

 fo
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e
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a
s
t 2

0
 q

u
a
rte

rs
 to

 d
e
te

rm
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e
 th

e
 s

h
a
re
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is
to

ric
a
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g
ro

w
th
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te
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 e
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g
s
. T

h
e
 q

u
a
rte

rly h
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to
ric

a
l g

ro
w

th
 ra

te
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r e
a
c
h
 s

h
a
re
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 th

e
n
 a

n
n
u
a
liz

e
d
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n
d
 th

e
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is
to
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a
l E

P
S
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w
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s
h
o

w
n
 in
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 re
p
o
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e
 

w
e
ig

h
te

d
 a

v
e
ra

g
e
 o
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e
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e
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s
u
lts
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a
tio
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e
n
ts
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e
 E

x
c
e
s
s
 R

e
tu

rn
 d

iv
id

e
d
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e
 T

ra
c
k
in

g
 E

rro
r.  It p

ro
v
id

e
s
 a

 m
e
a
s
u
re

 o
f th

e
 h

is
to

ric
a
l c

o
n
s
is

te
n
c
y o

f th
e
 p

o
rtfo

lio
�s

 
o
v
e
rp

e
rfo

rm
a
n
c
e

 o
r u

n
d
e

rp
e

rfo
rm

a
n
c
e
 re

la
tiv

e
 to
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 b

e
n
c
h
m

a
rk

.  A
 h

ig
h
e
r, p

o
s
itiv

e
 In

fo
rm

a
tio

n
 R

a
tio

 s
u
g
g
e
s
ts

 th
a
t th

e
 p

o
rtfo

lio
�s

 e
x
c
e

s
s
 re

tu
rn

s
 m

a
y
 h

a
v
e
 

b
e
e
n
 th

e
 re

s
u
lt o

f m
a
k
in

g
 m

e
a
s
u
re

d
 o

r m
o
d
e

ra
te

 b
e
ts
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g
a
in

s
t th

e
 re

le
v
a
n
t b

e
n
c
h
m

a
rk

�s
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k
 e

x
p
o
s
u
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s
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o

n
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 E
P

S
 G
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a
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�
a
n
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t c
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n
s
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s
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x
p
e
c
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d
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n
n
u
a
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c
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a
s
e
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p
e
ra

tin
g
 e

a
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in
g
s
 p

e
r s

h
a
re

 o
v
e
r th

e
 c

o
m

p
a

n
y's

 n
e
x
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ll b
u

s
in

e
s
s
 

c
yc

le
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u
s
u
a
lly th
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e
 to

 fiv
e
 ye

a
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.  T
h
e
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o
n
g
 T

e
rm

 E
P

S
 G

ro
w
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 R

a
te

 fo
r th

e
 p

o
rtfo

lio
 is

 a
 w

e
ig

h
te

d
 a

v
e

ra
g
e
 o

f th
e

 re
s
u
lts

 fo
r th

e
 in

d
iv

id
u
a
l s
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c
k
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 in

 th
e

 
p
o
rtfo

lio
.
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t c
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u
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d
 b

y s
h
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u
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n
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in

g
), w

e
ig

h
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d
 b

y
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e
 p

ro
p
o
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n
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e
 p

o
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lio
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a
s
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v
e
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a
c
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c
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ig

h
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v
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 p

o
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 p
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n
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 b
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n
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t b
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p
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 b
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ig
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t c
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d
 b
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h
a
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u
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n
d
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g
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 p

o
rtfo
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c
k
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o
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g
s
, 

w
e
ig

h
te

d
 b
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e
 p
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p
o
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n
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e
 p

o
rtfo

lio
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s
s
e
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v
e
s
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d
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a
c
h
 s
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c
k
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c
k
s
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p
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s
e
n
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g
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a
lf o
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e
 p

o
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lio
�s
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o
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in
g
s
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b
o

v
e
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e
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e
d
ia

n
, w

h
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e
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s
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 b

e
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w
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e
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e
n
s
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e
 p

e
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e
n
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g
e
 c

h
a
n
g
e
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 th

e
 p
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e
 o

f a
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o
n
d
 p

o
rtfo

lio
 fo

r a
 g

iv
e
n
 c

h
a
n
g
e

 in
 yie

ld
, s

h
o
w

n
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s
 a

 
n
u
m
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e
r o

f y
e
a
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 to

 m
a
tu
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h
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 fig
u
re

 is
 c

a
lc

u
la

te
d
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s
 th

e
 w

e
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h
te

d
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v
e
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g
e
 o
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 d

u
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tio
n
s
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e
c
u
ritie
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 p

o
rtfo
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.
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c
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c
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c
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c
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 b
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o
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f m
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n
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e
c
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 b
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a
l p
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v
e
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c
e
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s
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n
d
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t c
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v
e
s
tm

e
n
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d

u
c
t b

e
c
o
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 �N

o
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p
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v
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 W
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h
 p
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d
 d
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d
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d
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A
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 c
o
n
d
u
c
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v
a
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a
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n
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n
d
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e
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v
e
s
tm

e
n
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a
n
a
g
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y c
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c
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.  G
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A
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a
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o
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o
b
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a
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d
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e
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a
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p
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h
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 c

o
v
e

r p
a
g
e
.

C
e
rta

in
 in

v
e
s
tm

e
n
t p

ro
d
u
c
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c
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p
p
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d
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 b
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c
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c
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 p
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c
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c
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t c

h
a
n
g
e
 o

v
e
r tim

e
.

F
o
r m

o
re

 in
fo

rm
a
tio

n
 o

n
 th
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c
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c
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c
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b
le

 F
o
rm

 A
D

V
 D

is
c
lo

s
u
re

 
D

o
c
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a
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c
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r c
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 c
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c
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c
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b
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e
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c
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o
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n

t o
r M
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n
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b
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y W
e
a
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n
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m
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v
e
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e
n
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d
v
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o
ry

 p
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g
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m
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th
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 th

e
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e
p
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 m
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a
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e
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o
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 m
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h
e
s
e
 m

a
y
 h

a
v
e
 d
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p
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n
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n
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v
e
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e
n
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.  Y

o
u
r F
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n
c
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l A
d
v
is

o
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r P
riv

a
te

 W
e
a
lth

 A
d
v
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h
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 p
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b
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 p
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v
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p
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 b
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 c
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c
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n
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 p
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v
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n
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c
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m
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b
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e
c
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c
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e
c
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n
le

y
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n
d
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s
 if s
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p
o
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o
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o
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e
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p
o
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s
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a
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v
e
s
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n
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e
c
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o
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e
le

c
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n
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s
s
e
t c
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s
s
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v
e
s
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e
n
t p
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d
u
c
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s
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n
c
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n
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n
s
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ll re
le

v
a
n
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a
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n
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c
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d
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o
u
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e
x
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g
 p

o
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v
e
s
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e
n
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b
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c
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e
s
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k
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le
ra

n
c
e
, liq

u
id

ity n
e
e

d
s
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n
d
 in

v
e
s
tm

e
n
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n
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P
e
rfo

rm
a

n
c
e
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n
d

 O
th

e
r P

o
rtfo

lio
 In

fo
rm

a
tio

n
G

e
n

e
ra

l
P

a
s
t p

e
rfo

rm
a
n
c
e
 d

o
e
s
 n

o
t g

u
a
ra

n
te

e
 fu

tu
re

 re
s
u
lts

.  T
h
e
re

 is
 n

o
 g

u
a
ra

n
te

e
 th

a
t th

is
 in

v
e
s
tm

e
n
t s

tra
te

g
y w

ill w
o

rk
 u

n
d
e
r a

ll m
a
rk

e
t c

o
n
d
itio

n
s
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s
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 re
s
u
lt o

f 
re

c
e
n
t m
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rk

e
t a

c
tiv
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u
rre

n
t p

e
rfo

rm
a
n
c
e
 m

a
y
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ry fro

m
th

e
 p

e
rfo

rm
a
n
c
e
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re

n
c
e
d
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is

 re
p
o
rt.

F
o
r m

u
tu

a
l fu

n
d
s
, th

e
 in

v
e
s
tm

e
n
t re

tu
rn

 a
n
d
 p

rin
c
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a
l v

a
lu

e
 o

f a
n

 in
v
e
s
tm

e
n
t w

ill flu
c
tu

a
te

 s
o
 th

a
t a

n
 in

v
e
s
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r�s
 s

h
a
re

s
, w

h
e
n
 re

d
e
e

m
e
d

, m
a

y
 b

e
 w

o
rth

 m
o
re

 
o
r le

s
s
 th

a
n
 th

e
ir o

rig
in

a
l c

o
s
t.  T

o
 o

b
ta

in
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e
rfo
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a
n
c
e
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a
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n
, c

u
rre

n
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e
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o
s
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c
e
n
t m

o
n

th
-e

n
d
, p

le
a
s
e
 c

o
n
ta

c
t th

e
 fu

n
d
 d

ire
c
tly a

t th
e
 w

e
b

s
ite
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e
t 

o
u
t o

n
 th

e
 c

o
v
e
r p

a
g
e
 o

f th
is

 re
p
o
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e
p
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n
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in
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n
 th

e
 c

o
m

p
o
s
itio

n
 o

f yo
u
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c
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o
u
n
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n
d
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u
r in

v
e
s
tm

e
n
t o

b
je

c
tiv

e
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, a
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d
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e
s
 s
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o
w

n
 in

 th
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 re
p
o
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a
y n
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t b

e
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n
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p
p
ro

p
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c
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n
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s
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s
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n
d
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e
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 p
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s
e
n
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d
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s
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n
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d
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e
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 d
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e
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n
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p
e

n
s
e
s
, a

n
d
 g

e
n
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f d
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n
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 c
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a
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e
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n
c
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d
ic

e
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 d
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 c
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c
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y b
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t p
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c
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e
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p
e
c
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v
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u
c
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in
v
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s
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e
n
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a
n
a
g
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r o
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 fu
n
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f lo
s
s
 in

 a
 b
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a
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tu
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f a
n
 in

d
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t b
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 p
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u
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t p
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r d
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 b
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c
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 p
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q
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ity p

o
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e
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n
a
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a
lly re
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c
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s
e
c
u
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p
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s
e
n
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t le
a
s
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o
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s
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e
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h
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a

y d
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r fo
r o
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e
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te
g
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c
lu

d
in

g
 th

o
s
e
 in
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e
 fix

e
d
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c
o
m

e
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n
d

 s
p
e
c
ia

lty a
s
s
e
t c
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s
s
e
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, 

d
u
e
 to

 a
v
a
ila

b
ility

 o
f p

o
rtfo

lio
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fo
rm

a
tio

n
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O
th

e
r d

a
ta

 in
 th

is
 re

p
o
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 a
c
c
u
ra

te
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s
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f th
e
 d

a
te
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 re
p
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s
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re
p
a
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 re
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 c
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r, M

o
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e
a
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a
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a
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m
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 p

a
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e
 p

ro
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n
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a
y b
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s
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 re
p
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s
e
n
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o
u
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r a
 c
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o
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 c
h
a
n
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y
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e
c
u
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 d
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c
u
s
s
e
d
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 th
is

 re
p
o
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a

y
 o

r m
a

y
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o
t b

e
 in

c
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d
e
d
 in
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u
r p

o
rtfo

lio
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o
u
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v
e
s
t in

 th
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 in
v
e
s
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e
n
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p
ro

d
u
c
t.  Y

o
u
r p

o
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 m

a
y a
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o
 in

c
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d
e
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e
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e
c
u
ritie
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d
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itio

n
 to
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s
te

a
d
 o
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n
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e
c
u
ritie

s
 d
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c
u
s
s
e
d
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is

 re
p
o
rt.  D

o
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o
t a

s
s
u
m

e
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a
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n
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d
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fita

b
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 re
p
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 b
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b
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 b
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n
e
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 d
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 d
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c
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f m
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r d
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Zephyr StyleADVISOR
Zephyr StyleADVISOR: Graystone Consulting

Manager vs Benchmark: Return
January 2006 - December 2015 (not annualized if less than 1 year)

R
e
tu

rn

-10
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1 quarter 1 year 3 years 5 years 7 years 10 years

GW Capital, Inc. SMID Cap Equity - F

Robeco Investment Management, Inc. Boston Partners Small/Mid Cap Val Eq - F

Edge Asset Management SMID Dividend Income WO MLPS - F

Cambiar Investors LLC SMID Value - F

Russell 2500 Value

Manager vs Benchmark: Return
January 2006 - December 2015 (not annualized if less than 1 year)

GW Capital, Inc. SMID Cap Equity - F

Robeco Investment Management, Inc. Boston Partners Small/Mid Cap Val Eq - F

Edge Asset Management SMID Dividend Income WO MLPS - F

Cambiar Investors LLC SMID Value - F

Russell 2500 Value

1 quarter 1 year 3 years 5 years 7 years 10 years

1.08% -10.84% 7.03% 8.49% 14.56% N/A

1.27% -2.62% 11.36% 11.05% 16.22% 7.89%

6.08% -3.37% 12.45% 11.38% 17.34% N/A

-0.28% -7.18% 13.97% 10.58% N/A N/A

2.78% -5.49% 10.51% 9.23% 13.84% 6.51%
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Zephyr StyleADVISOR
Zephyr StyleADVISOR: Graystone Consulting

GW Capital, Inc. SMID Cap Equity - F

Robeco Investment Management, Inc. Boston Partners Small/Mid Cap Val Eq - F

Edge Asset Management SMID Dividend Income WO MLPS - F

Cambiar Investors LLC SMID Value - F

Russell 2500 Value

2015 2014 2013 2012 2011 2010 2009 2008 2007 2006

-10.84% 1.89% 34.96% 15.44% 6.21% 22.92% 40.14% -41.52% 13.11% N/A

-2.62% 5.42% 34.52% 23.76% -1.18% 17.92% 43.84% -30.94% -6.52% 15.56%

-3.37% 8.84% 35.19% 16.89% 3.16% 27.26% 40.40% -26.90% 2.04% N/A

-7.18% 7.51% 48.34% 13.42% -1.50% N/A N/A N/A N/A N/A

-5.49% 7.11% 33.32% 19.21% -3.36% 24.82% 27.68% -31.99% -7.27% 20.18%

Calendar Year Return
As of December 2015
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Zephyr StyleADVISOR
Zephyr StyleADVISOR: Graystone Consulting

Manager Performance
January 2013 - December 2015 (Single Computation)

100

110

120

130

140

150

160

170

Q4 2012 Q2 2013 Q4 2013 Q2 2014 Q4 2014 Q2 2015 Q4 2015

GW Capital, Inc. SMID Cap Equity - F

Robeco Investment Management, Inc. Boston Partners Small/Mid Cap Val Eq - F

Edge Asset Management SMID Dividend Income WO MLPS - F

Cambiar Investors LLC SMID Value - F

Russell 2500 Value

Risk / Return
January 2013 - December 2015 (Single Computation)

R
e
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rn
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Standard Deviation

0% 2% 4% 6% 8% 10% 12% 14%

GW Capital, Inc. SMID Cap Equity - F

Robeco Investment Management, Inc. Boston Partners Small/Mid Cap Val Eq - F

Edge Asset Management SMID Dividend Income WO MLPS - F

Cambiar Investors LLC SMID Value - F

Market Benchmark:

Russell 2500 Value

Cash Equivalent:

Citigroup 3-month T-bill

Return & Risk Analysis
January 2013 - December 2015:  Summary Statistics

GW Capital, Inc. SMID Cap Equity - F

Robeco Investment Management, Inc. Boston Partners Small/Mid Cap Val Eq - F

Edge Asset Management SMID Dividend Income WO MLPS - F

Cambiar Investors LLC SMID Value - F

Russell 2500 Value

Return
Excess Return

vs. 
Market

Standard
Deviation

Beta
vs.

Market

Maximum
Drawdown

Up
Capture

vs.
Market

Down
Capture

vs.
Market

Alpha
vs.

Market

Sharpe
Ratio

R-Squared
vs.

Market

7.03% -3.48% 14.02% 1.08 -17.66% 87.12% 119.81% -3.90% 0.50 92.72%

11.36% 0.85% 11.90% 0.91 -9.16% 98.78% 85.46% 1.67% 0.95 92.13%

12.45% 1.93% 12.78% 1.00 -11.28% 112.62% 100.91% 1.78% 0.97 96.46%

13.97% 3.45% 14.12% 1.03 -11.51% 114.92% 85.15% 3.09% 0.99 83.06%

10.51% 0.00% 12.51% 1.00 -10.73% 100.00% 100.00% 0.00% 0.84 100.00%
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Zephyr StyleADVISOR
Zephyr StyleADVISOR: Graystone Consulting

Manager Performance
January 2011 - December 2015 (Single Computation)
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Q4 2010 Q2 2011 Q4 2011 Q2 2012 Q4 2012 Q2 2013 Q4 2013 Q2 2014 Q4 2014 Q4 2015

GW Capital, Inc. SMID Cap Equity - F

Robeco Investment Management, Inc. Boston Partners Small/Mid Cap Val Eq - F

Edge Asset Management SMID Dividend Income WO MLPS - F

Cambiar Investors LLC SMID Value - F

Russell 2500 Value

Risk / Return
January 2011 - December 2015 (Single Computation)

R
e
tu

rn
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12%

Standard Deviation

0% 5% 10% 15% 20%

GW Capital, Inc. SMID Cap Equity - F

Robeco Investment Management, Inc. Boston Partners Small/Mid Cap Val Eq - F

Edge Asset Management SMID Dividend Income WO MLPS - F

Cambiar Investors LLC SMID Value - F

Market Benchmark:

Russell 2500 Value

Cash Equivalent:

Citigroup 3-month T-bill

Return & Risk Analysis
January 2011 - December 2015:  Summary Statistics

GW Capital, Inc. SMID Cap Equity - F

Robeco Investment Management, Inc. Boston Partners Small/Mid Cap Val Eq - F

Edge Asset Management SMID Dividend Income WO MLPS - F

Cambiar Investors LLC SMID Value - F

Russell 2500 Value

Return
Excess Return

vs. 
Market

Standard
Deviation

Beta
vs.

Market

Maximum
Drawdown

Up
Capture

vs.
Market

Down
Capture

vs.
Market

Alpha
vs.

Market

Sharpe
Ratio

R-Squared
vs.

Market

8.49% -0.74% 18.53% 1.07 -22.18% 102.16% 109.27% -1.18% 0.46 93.44%

11.05% 1.82% 16.57% 0.98 -20.90% 105.42% 92.54% 1.92% 0.66 96.69%

11.38% 2.15% 14.90% 0.87 -16.36% 102.81% 85.72% 3.00% 0.76 96.04%

10.58% 1.35% 21.50% 1.24 -27.70% 121.99% 119.47% -0.23% 0.49 92.23%

9.23% 0.00% 16.69% 1.00 -22.26% 100.00% 100.00% 0.00% 0.55 100.00%
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Zephyr StyleADVISOR
Zephyr StyleADVISOR: Graystone Consulting

Manager Performance
January 2009 - December 2015 (Single Computation)
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Q4 2008 Q4 2009 Q4 2010 Q4 2011 Q4 2012 Q4 2013 Q4 2014 Q4 2015

GW Capital, Inc. SMID Cap Equity - F

Robeco Investment Management, Inc. Boston Partners Small/Mid Cap Val Eq - F

Edge Asset Management SMID Dividend Income WO MLPS - F

Russell 2500 Value

Risk / Return
January 2009 - December 2015 (Single Computation)

R
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Standard Deviation

0% 5% 10% 15% 20%

GW Capital, Inc. SMID Cap Equity - F

Robeco Investment Management, Inc. Boston Partners Small/Mid Cap Val Eq - F

Edge Asset Management SMID Dividend Income WO MLPS - F

Market Benchmark:

Russell 2500 Value

Cash Equivalent:

Citigroup 3-month T-bill

Return & Risk Analysis
January 2009 - December 2015:  Summary Statistics

GW Capital, Inc. SMID Cap Equity - F

Robeco Investment Management, Inc. Boston Partners Small/Mid Cap Val Eq - F

Edge Asset Management SMID Dividend Income WO MLPS - F

Russell 2500 Value

Return
Excess Return

vs. 
Market

Standard
Deviation

Beta
vs.

Market

Maximum
Drawdown

Up
Capture

vs.
Market

Down
Capture

vs.
Market

Alpha
vs.

Market

Sharpe
Ratio

R-Squared
vs.

Market

14.56% 0.72% 21.44% 1.01 -22.18% 104.29% 101.77% 0.71% 0.68 89.61%

16.22% 2.38% 20.22% 0.98 -20.90% 105.22% 91.91% 2.47% 0.80 94.64%

17.34% 3.50% 18.50% 0.90 -16.36% 104.16% 82.37% 4.30% 0.93 96.48%

13.84% 0.00% 20.11% 1.00 -22.26% 100.00% 100.00% 0.00% 0.68 100.00%
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Zephyr StyleADVISOR
Zephyr StyleADVISOR: Graystone Consulting

Manager Performance
January 2006 - December 2015 (Single Computation)
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Robeco Investment Management, Inc. Boston Partners Small/Mid Cap Val Eq - F

Russell 2500 Value

0%

20%

40%

Q4 2005 Q4 2006 Q4 2007 Q4 2008 Q4 2009 Q4 2010 Q4 2011 Q4 2012 Q4 2013 Q4 2015

Cumulative Excess Return
vs. Market Benchmark

Risk / Return
January 2006 - December 2015 (Single Computation)
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Robeco Investment Management, Inc. Boston Partners Small/Mid Cap Val Eq - F

Market Benchmark:

Russell 2500 Value

Cash Equivalent:

Citigroup 3-month T-bill

Return & Risk Analysis
January 2006 - December 2015:  Summary Statistics

Robeco Investment Management, Inc. Boston Partners Small/Mid Cap Val Eq - F

Russell 2500 Value

Return
Excess Return

vs. 
Market

Standard
Deviation

Beta
vs.

Market

Maximum
Drawdown

Up
Capture

vs.
Market

Down
Capture

vs.
Market

Alpha
vs.

Market

Sharpe
Ratio

R-Squared
vs.

Market

7.89% 1.39% 20.29% 0.99 -47.81% 104.86% 96.78% 1.43% 0.33 95.73%

6.51% 0.00% 20.09% 1.00 -50.25% 100.00% 100.00% 0.00% 0.27 100.00%



"���
������
�


# 

Zephyr StyleADVISOR
Zephyr StyleADVISOR: Graystone Consulting

Manager Style
January 2006 - December 2015 (20-Quarter Moving Windows, Computed Quarterly)

Russell 1000 Value Russell 1000 Growth

Russell 2000 Value Russell 2000 Growth

Small

-1

0

1

Large

Value -1 0 1 Growth

GW Capital, Inc. SMID Cap Equity - F
July 2006 - December 2015

Robeco Investment Management, Inc. Boston Partners Small/Mid Cap Val Eq - F
January 2006 - December 2015

Edge Asset Management SMID Dividend Income WO MLPS - F
January 2007 - December 2015

Cambiar Investors LLC SMID Value - F
October 2010 - December 2015

Russell 2500 Value

Russell Generic Corners
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b
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a
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n
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r o
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io
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p
o
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n
g
e
s
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te
ly
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e
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c
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o

u
n

t o
r M
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tu

a
l F

u
n
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te
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 s
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tim

e
s
 a
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b
le
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 M

o
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n
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ta
n
le

y W
e
a
lth

 M
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n
a
g
e
m

e
n
t in

v
e
s
tm

e
n
t a

d
v
is

o
ry

 p
ro

g
ra

m
s
 b

o
th

 in
 th

e
 fo

rm
 o

f a
 s

e
p
a
ra

te
ly

 m
a
n

a
g
e
d
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c
c
o
u
n
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n
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 a

 m
u
tu

a
l fu

n
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h
e
s
e
 m

a
y
 h

a
v
e
 d
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n
t e

x
p

e
n
s
e
s
 a

n
d
 in

v
e
s
tm

e
n
t m

in
im

u
m

s
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o
u
r F

in
a
n
c
ia

l A
d
v
is

o
r o

r P
riv

a
te

 W
e
a
lth

 A
d
v
is

o
r c

a
n
 

p
ro

v
id

e
 m

o
re
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fo

rm
a
tio

n
 o

n
 w

h
e
th

e
r a

n
y
 p

a
rtic

u
la

r s
tra

te
g

y
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 a
v
a
ila

b
le

 in
 m

o
re

 th
a

n
 o

n
e
 fo

rm
 in
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 p

a
rtic

u
la

r in
v
e
s
tm

e
n
t a

d
v
is

o
ry p

ro
g

ra
m
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o

n
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id

e
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o
u

r O
w

n
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v
e
s
tm

e
n

t N
e
e
d

s
T

h
is

 re
p
o
rt is

 n
o
t in

te
n
d
e
d
 to

 b
e
 a

 c
lie

n
t-s

p
e
c
ific

 s
u
ita

b
ility a

n
a
lys

is
 o

r re
c
o
m

m
e
n
d
a
tio

n
, a

n
 o

ffe
r to

 p
a
rtic

ip
a
te

 in
 a

n
y in

v
e
s
tm

e
n
t, o

r a
 re

c
o
m

m
e
n
d
a
tio

n
 to

 
b
u

y, h
o
ld

 o
r s

e
ll s

e
c
u
ritie

s
 (in

c
lu

d
e
s
 s

e
c
u
ritie

s
 o

f M
o
rg

a
n
 S

ta
n
le

y
, a

n
d
/o

r th
e
ir a

ffilia
te

s
 if s

h
o
w

n
 in

 th
is

 re
p
o
rt).  D

o
 n

o
t u

s
e
 th

is
 re

p
o
rt a

s
 th

e
 s

o
le

 b
a
s
is

 fo
r 

in
v
e
s
tm

e
n
t d

e
c
is

io
n
s
.  D

o
 n

o
t s

e
le

c
t a

n
 a

s
s
e
t c

la
s
s
 o

r in
v
e
s
tm

e
n
t p

ro
d
u
c
t b

a
s
e
d
 o

n
 p

e
rfo

rm
a
n
c
e
 a

lo
n
e
.  C

o
n
s
id

e
r a

ll re
le

v
a
n
t in

fo
rm

a
tio

n
, in

c
lu

d
in

g
 y

o
u

r 
e
x
is

tin
g
 p

o
rtfo

lio
, in

v
e
s
tm

e
n
t o

b
je

c
tiv

e
s
, ris

k
 to

le
ra

n
c
e
, liq

u
id

ity n
e
e

d
s
 a

n
d
 in

v
e
s
tm

e
n
t tim

e
 h

o
riz

o
n

.  
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P
e
rfo
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a

n
c
e
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n
d

 O
th

e
r P

o
rtfo

lio
 In

fo
rm

a
tio

n
G

e
n

e
ra

l
P

a
s
t p

e
rfo

rm
a
n
c
e
 d

o
e
s
 n

o
t g

u
a
ra

n
te

e
 fu

tu
re

 re
s
u
lts

.  T
h
e
re

 is
 n

o
 g

u
a
ra

n
te

e
 th

a
t th

is
 in

v
e
s
tm

e
n
t s

tra
te

g
y w

ill w
o

rk
 u

n
d
e
r a

ll m
a
rk

e
t c

o
n
d
itio

n
s
.  A

s
 a

 re
s
u
lt o

f 
re

c
e
n
t m

a
rk

e
t a

c
tiv

ity, c
u
rre

n
t p

e
rfo

rm
a
n
c
e
 m

a
y
 v

a
ry fro

m
 th

e
 p

e
rfo

rm
a
n
c
e
 re

fe
re

n
c
e
d
 in

 th
is

 re
p
o
rt.

B
e
n

c
h

m
a
rk

 in
d

e
x

D
e
p
e
n
d
in

g
 o

n
 th

e
 c

o
m

p
o
s
itio

n
 o

f yo
u
r a

c
c
o
u
n
t a

n
d
 yo

u
r in

v
e
s
tm

e
n
t o

b
je

c
tiv

e
s
, a

n
y in

d
ic

e
s
 s

h
o
w

n
 in

 th
is

 re
p
o
rt m

a
y n

o
t b

e
 a

n
 a

p
p
ro

p
ria

te
 m

e
a
s
u
re

 fo
r

c
o
m

p
a
ris

o
n
 p

u
rp

o
s
e
s
 a

n
d
 a

re
 th

e
re

fo
re

 p
re

s
e
n
te

d
 fo

r illu
s
tra

tio
n
 o

n
ly

.

In
d
ic

e
s
 a

re
 u

n
m

a
n
a
g
e
d
.  T

h
e

y
 d

o
 n

o
t re

fle
c
t a

n
y
 m

a
n

a
g
e
m

e
n
t, c

u
s
to

d
y, tra

n
s
a
c
tio

n
 o

r o
th

e
r e

x
p
e

n
s
e
s
, a

n
d
 g

e
n
e
ra

lly a
s
s
u
m

e
 re

in
v
e
s
tm

e
n
t o

f d
iv

id
e
n
d
s
, 

a
c
c
ru

e
d
 in

c
o
m

e
 a

n
d
 c

a
p
ita

l g
a
in

s
.  P

a
s
t p

e
rfo

rm
a

n
c
e

 o
f in

d
ic

e
s
 d

o
e
s
 n

o
t g

u
a
ra

n
te

e
 fu

tu
re

 re
s
u
lts

.  Y
o

u
 c

a
n
n
o
t in

v
e
s
t d

ire
c
tly

in
 a

n
 in

d
e

x
.  

P
e
rfo

rm
a
n
c
e
 o

f in
d
ic

e
s
 m

a
y b

e
 m

o
re

 o
r le

s
s
 v

o
la

tile
 th

a
n
 a

n
y in

v
e
s
tm

e
n
t p

ro
d
u
c
t.  T

h
e
 ris

k
 o

f lo
s
s
 in

 v
a
lu

e
 o

f a
 s

p
e
c
ific

 in
v
e
s
tm

e
n
t (s

u
c
h
 a

s
 w

ith
 a

n
in

v
e
s
tm

e
n
t m

a
n
a
g
e
r o

r in
 a

 fu
n
d

) is
 n

o
t th

e
 s

a
m

e
 a

s
 th

e
 ris

k
 o

f lo
s
s
 in

 a
 b

ro
a
d
 m

a
rk

e
t in

d
e
x
.  T

h
e
re

fo
re

, th
e
 h

is
to

ric
a
l re

tu
rn

s
 o

f a
n
 in

d
e
x
 w

ill n
o
t b

e
 th

e
 

s
a
m

e
 a

s
 th

e
 h

is
to

ric
a
l re

tu
rn

s
 o

f a
 p

a
rtic

u
la

r in
v
e

s
tm

e
n
t p

ro
d
u
c
t.  

O
th

e
r d

a
ta

 
P

o
rtfo

lio
 a

n
a
lys

is
 m

a
y b

e
 b

a
s
e
d
 o

n
 in

fo
rm

a
tio

n
 o

n
 le

s
s
 th

a
n
 a

ll o
f th

e
 s

e
c
u
ritie

s
 h

e
ld

 in
 th

e
 p

o
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lio
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o
r e

q
u
ity p

o
rtfo

lio
s
, th

e
 a

n
a

lys
is

 typ
ic

a
lly re

fle
c
ts

 
s
e
c
u
ritie

s
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p
re

s
e
n
tin

g
 a

t le
a
s
t 9

5
%

 o
f p

o
rtfo

lio
 a

s
s
e
ts

. T
h
is

 m
a

y d
iffe

r fo
r o

th
e

r s
tra

te
g
ie

s
, in

c
lu

d
in

g
 th

o
s
e
 in

 th
e
 fix

e
d
 in

c
o
m

e
 a

n
d

 s
p
e
c
ia

lty a
s
s
e
t c

la
s
s
e
s
, 

d
u
e
 to

 a
v
a
ila

b
ility

 o
f p

o
rtfo

lio
 in

fo
rm

a
tio

n
.  

O
th

e
r d

a
ta

 in
 th

is
 re

p
o
rt is

 a
c
c
u
ra

te
 a

s
 o

f th
e
 d

a
te

 th
is

 re
p
o
rt w

a
s
 p

re
p
a
re

d
 u

n
le

s
s
 s

ta
te

d
 o

th
e
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a
ta
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 th

is
 re

p
o
rt m

a
y b

e
 c

a
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u
la

te
d
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y th
e
 in

v
e

s
tm

e
n
t

m
a
n
a
g
e
r, M

o
rg

a
n
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ta
n
le

y W
e
a
lth
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a
n
a
g
e
m

e
n
t o

r a
 th

ird
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a
rty

 s
e
rv

ic
e
 p

ro
v
id

e
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n
d
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a
y b

e
 b

a
s
e
d
 o

n
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p

re
s
e
n
ta

tiv
e
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c
c
o
u
n
t o
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c
o

m
p
o
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 o
f a

c
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o
u
n
ts
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S
e
c
u
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ld
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g
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H

o
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s
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 s

u
b

je
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t to

 c
h
a
n
g
e
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a
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o
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n
y
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e
c
u

ritie
s
 d

is
c
u
s
s
e
d
 in

 th
is

 re
p
o

rt m
a

y
 o

r m
a

y
 n

o
t b

e
 in

c
lu

d
e
d
 in

 yo
u
r p

o
rtfo

lio
if y

o
u
 in

v
e
s
t in

 th
is

 in
v
e
s
tm

e
n
t 

p
ro

d
u
c
t.  Y

o
u
r p

o
rtfo

lio
 m

a
y a

ls
o
 in

c
lu

d
e
 o

th
e
r s

e
c
u
ritie

s
 in
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d
d
itio

n
 to

 o
r in

s
te

a
d
 o

f a
n

y s
e
c
u
ritie

s
 d

is
c
u
s
s
e
d
 in

 th
is

 re
p
o
rt.  D

o
 n

o
t a

s
s
u
m

e
 th

a
t a

n
y h

o
ld

in
g
s
 

m
e
n
tio

n
e
d
 w

e
re

, o
r w

ill b
e
, p

ro
fita

b
le

.  

S
o
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e
s
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f D
a
ta

M
a
te
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l in

 th
is

 re
p
o
rt h

a
s
 b

e
e
n
 o

b
ta

in
e
d
 fro

m
 s

o
u
rc

e
s
 th

a
t w

e
 b

e
lie

v
e
 to

 b
e
 re

lia
b
le

, b
u
t w

e
 d

o
 n

o
t g

u
a
ra

n
te

e
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 a
c
c
u
ra

c
y, c

o
m

p
le

te
n
e
s
s
 o

r tim
e
lin

e
s
s
.  

T
h
ird

 p
a

rty
 d

a
ta
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ro

v
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e
rs

 m
a
k
e
 n

o
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a
rra

n
tie

s
 o

r re
p
re

s
e
n
ta

tio
n
s
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tin

g
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e
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c
c
u
ra

c
y, c

o
m

p
le

te
n
e
s
s
 o

r tim
e
lin

e
s
s
 o

f th
e
 d

a
ta

 th
e

y
 p

ro
v
id

e
 a

n
d
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re
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o

t 
lia

b
le

 fo
r a

n
y d

a
m

a
g
e
s
 re
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tin

g
 to

 th
is

 d
a
ta

.
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n
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e
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k
s
 

In
v
e
s
tin
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c
k
s

,
m

u
tu

a
l fu

n
d

s
a
n
d

e
x

c
h

a
n

g
e

-tra
d

e
d

 fu
n

d
s

(�
E

T
F

s
�
)

e
n
ta

ils
 th

e
 ris

k
s
 o

f m
a
rk

e
t v

o
la

tility.  T
h
e

 v
a
lu

e
 o

f a
ll typ

e
s
 o

f in
v
e
s
tm

e
n
ts

 m
a

y
 

in
c
re

a
s
e
 o

r d
e
c
re

a
s
e
 o

v
e
r v

a
ryin

g
 tim

e
 p

e
rio

d
s
.  

S
m

a
ll-

a
n

d
 m

id
-

c
a
p

ita
liz

a
tio

n
c
o
m

p
a
n
ie

s
 m

a
y la

c
k
 th

e
 fin

a
n
c
ia

l re
s
o
u
rc

e
s
, p

ro
d

u
c
t d

iv
e
rs

ific
a
tio

n
 a

n
d
 c

o
m

p
e
titiv

e
 s

tre
n
g
th

s
 o

f la
rg

e
r c

o
m

p
a
n
ie

s
. T

h
e
 

s
e
c
u
ritie

s
 o

f s
m

a
ll c

a
p
ita

liz
a
tio

n
 c

o
m

p
a
n
ie

s
 m

a
y n

o
t tra

d
e
 a

s
 re

a
d
ily

 a
s
, a

n
d
 b

e
 s

u
b
je

c
t to

 h
ig

h
e
r v

o
la

tility th
a
n
, th

o
s
e
 o

f la
rg

e
r, m

o
re

 e
s
ta

b
lis

h
e
d
 c

o
m

p
a
n
ie

s
.  

N
o

n
d

iv
e
rs

ific
a
tio

n
:  F

o
r a

 p
o
rtfo

lio
 th

a
t h

o
ld

s
 a

 c
o
n
c
e
n
tra

te
d

 o
r lim

ite
d
 n

u
m

b
e
r o

f s
e
c
u
ritie

s
, a

 d
e

c
lin

e
 in

 th
e
 v

a
lu

e
 o

f th
e
s
e
 in

v
e
s
tm

e
n
ts

 w
o
u
ld

 c
a
u

s
e
 th

e
 

p
o
rtfo

lio
�s

 o
v
e
ra

ll v
a
lu

e
 to

 d
e
c
lin

e
 to

 a
 g

re
a
te

r d
e

g
re

e
 th

a
n
 a

 le
s
s
 c

o
n
c
e
n
tra

te
d
 p

o
rtfo

lio
.  P

o
rtfo

lio
s
 th

a
t in

v
e
s
t a

 la
rg

e
 p

e
rc

e
n
ta

g
e

 o
f a

s
s
e
ts

 in
 o

n
ly

 o
n

e
 

in
d
u
s
try s

e
c
to

r (o
r in

 o
n
ly a

 fe
w

 s
e
c
to

rs
) a

re
 m

o
re

 v
u
ln

e
ra

b
le

 to
 p

ric
e

 flu
c
tu

a
tio

n
 th

a
n
 th

o
s
e
 th

a
t d

iv
e
rs

ify
 a

m
o
n
g
 a

 b
ro

a
d

 ra
n
g
e
 o

f s
e
c
to

rs
. 

V
a
lu

e
a
n
d

g
ro

w
th

 in
v
e
s

tin
g

a
ls

o
 c

a
rry ris

k
s
.  V

a
lu

e
 in

v
e
s
tin

g
 in

v
o
lv

e
s
 th

e
 ris

k
 th

a
t th

e
 m

a
rk

e
t m

a
y
 n

o
t re

c
o
g
n
iz

e
 th

a
t s

e
c
u
ritie

s
 a

re
 u

n
d
e
rv

a
lu

e
d
 a

n
d

 th
e

y 
m

a
y n

o
t a

p
p
re

c
ia

te
 a

s
 a

n
tic

ip
a
te

d
.  G

ro
w

th
 in

v
e
s
tin

g
 d

o
e
s
 n

o
t g

u
a

ra
n
te

e
 a

 p
ro

fit o
r e

lim
in

a
te

 ris
k
.  T

h
e
 s

to
c
k
s
 o

f th
e
s
e
 c

o
m

p
a
n
ie

s
 c

a
n
 h

a
v
e
 re

la
tiv

e
ly

 h
ig

h
 

v
a
lu

a
tio

n
s
.  B

e
c
a
u
s
e
 o

f th
e
s
e
 h

ig
h
 v

a
lu

a
tio

n
s
, a

n
 in

v
e
s
tm

e
n
t in

 a
 g

ro
w

th
 s

to
c
k
 c

a
n
 b

e
 m

o
re

 ris
k
y th

a
n
 a

n
 in

v
e
s
tm

e
n
t in

 a
 c

o
m

p
a
n

y w
ith

 m
o
re

 m
o
d
e
s
t g

ro
w

th
 

e
x
p
e
c
ta

tio
n
s
.

In
te

rn
a
tio

n
a
l s

e
c
u

ritie
s

m
a

y
 c

a
rry a

d
d
itio

n
a
l ris

k
s
, in

c
lu

d
in

g
 fo

re
ig

n
 e

c
o
n
o

m
ic

, p
o
litic

a
l, m

o
n
e
ta

ry a
n
d
/o

r le
g
a
l fa

c
to

rs
, c

h
a
n

g
in

g
 c

u
rre

n
c
y e

x
c
h
a
n

g
e
 ra

te
s
, 

fo
re

ig
n
 ta

x
e
s
 a

n
d
 d

iffe
re

n
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n
e
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h
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B
o

sto
n

 P
artn

ers (B
P
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as in

itially
 a g

ro
u
p

 o
f in

v
estm

en
t p

ro
fessio

n
als w

h
o

 
sp

u
n

 th
em

selv
es o

u
t o

f th
e B

o
sto

n
 C

o
m

p
an

y
 in

 1
9

9
5
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in

g
, am

o
n

g
 o

th
er 

th
in

g
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d
ep

en
d

en
t o

w
n

ersh
ip

.

In
 2

0
0

2
-0

3
 th
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 so

ld
 th

e firm
 to

 R
o

b
eco

, th
e N

eth
erlan

d
s in

v
estm

en
t u

n
it o

f 
R

ab
o
b

an
k

.
R

B
P

,
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al en
tity

,
w

as m
erg

ed
 alo

n
g

 w
ith

 o
th

er affiliates in
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 R
o
b

eco
 

In
v

estm
en

t M
an

ag
em

en
t (R

IM
) in

 early
 2

0
0

7
, m

ak
in

g
 R

IM
 th

e reg
istered

 
in

v
estm

en
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v
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r. 
O

n
 

F
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ru
ary

 
1

9
, 

2
0

1
3

, 
O

rix
 

C
o

rp
o

ratio
n

 
(d

iv
ersified

 
Jap

an
ese 

fin
an

cial 
co

n
g

lo
m

erate) reach
ed

 an
 ag

reem
en

t to
 acq

u
ire 9

0
%

 eq
u

ity
 o

f R
o
b

eco
 G

ro
u
p
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m
 R
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o
b

an
k

, N
eth

erlan
d

s d
o

m
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t co
m

p
an

y
 o

f R
o
b
eco

 G
ro

u
p
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T

h
e 

tran
sactio

n
 
clo

sed
 
o

n
 
Ju

ly
 
1

, 
2

0
1

3
 
w

ith
 
n

o
 
reg

u
lato

ry
 
o

r 
o
p

eratio
n

al 

im
p

ed
im

en
ts.  

B
P
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ead

q
u

artered
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o

sto
n
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 in
v

estm
en

t o
ffices also

 lo
cated

 in
 L

o
s 

A
n

g
eles an

d
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reen
b
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A

.

B
u
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u
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n
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n

tin
u
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 b

e an
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o

rtan
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p
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d

 
p
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 d
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e b
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 d
o

w
n

 sig
n

ifican
tly

 fo
r th

e 
firm

, in
clu

d
in

g
 th

e sm
all-cap

 p
ro

d
u

cts m
an

ag
ed

 b
y

 D
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e D
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e p
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 m
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e m
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e b
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t b
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 D
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 a ch
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t p
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e b
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c
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f d
eficien

cy
 in

 M
arch

 2
0

0
8

 reg
ard

in
g

 v
ario

u
s 

areas 
th

at 
n

eed
ed

 
im

p
ro

v
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e o
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b
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 d
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�s ab
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 o
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isitio
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b
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 b
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 b
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e b
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u
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d
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p
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b
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le d
istan

ced
 fro

m
 

so
m

e o
f th

e n
o

ise o
f m

u
ltip

le ch
an

g
es at th
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d
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v
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p
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s
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d
u
c
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n
d
e
r e

v
a
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a
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n
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h
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e
c
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n
 c

o
v
e
rs

 th
e
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re
a
s
 o
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u
a
lity o
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v
e
s
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e
n
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fe
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, p
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n
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g
e
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n
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e
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d
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c
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c
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s
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s
e
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x
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 c
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ra
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ra
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f c
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 c
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t c
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ra
g

e
d
e
n
o
te

s
 th

a
t, w

h
ile

 G
IM

A
h
a
s
 a

 g
e
n
e
ra

lly fa
v
o
ra

b
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 c
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t c
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l c
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t c
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 c
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 b
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 p
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c
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t d
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p
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h
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p
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ra
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c
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 d

e
g
re

e
 o

f 
c
o
n
fid

e
n
c
e
 a

n
d
 c
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c
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 b
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p
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b
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 c
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 b
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c
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p
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v
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l c
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c
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 b
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r c
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c
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t p

ro
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c
e
 A

n
a
ly

s
is

�
T

h
e
 o

p
in

io
n
 fo

r p
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 c
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c
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 p
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c
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 p

e
rio

d
 o

f th
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c
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 p
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c
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 p
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f m
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p
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c
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c
ta

tio
n

s
.

A
b

o
v
e

 E
x

p
e
c
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c
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 b
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c
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t c
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b
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c
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t c
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t b
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n
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c
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 p
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c
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c
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c
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c
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c
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c
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c
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b
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l c
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 c
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 p
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 c
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c
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c
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 p
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p
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c
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b
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 d
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p
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 c
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 c
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c
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c
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c
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l c
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c
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c
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c
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t p
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c
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 p
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 d
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 re
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 b
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p
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c
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 p
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y c
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c
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c
k
 re

c
o
rd

 to
 b
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t d
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c
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c
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 p
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p
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c
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 b
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 b
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t c
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c
t�s

 a
c
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t b
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 b
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f b
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 b
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c
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 b
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c
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t p
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p
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d
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a
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c
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l p
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l p
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c
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d
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t p
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 p
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c
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t p
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 d
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 c
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 c
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 c
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f p
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c
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 b
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c
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 m
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r p
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c
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b
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c
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n
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n
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 c
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 c
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 m
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 p
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c
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 p
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 b
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 c
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 d
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c
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 p
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c
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b
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c
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 d
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r d
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. c
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c
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e
 h

o
m

e
 m

a
rk

e
t.  A

D
R

s
 a

re
 typ

ic
a
lly lis

te
d
 o

n
 U
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c
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 d
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 b
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c
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c
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 b
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e
 p

o
rtfo

lio
 h

a
s
 p

e
rfo

rm
e
d

 b
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 p

o
rtfo

lio
�s

 u
n
d
e
rp

e
rfo

rm
a
n
c
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c
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b
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 d
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c
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 p
o
rtfo

lio
�s

 m
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c
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c
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c
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c
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 b
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c
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r c
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 d
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c
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 p
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 p
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 b
e
n
c
h
m

a
rk

 o
n
 a

 q
u
a
rte

rly b
a
s
is

. T
h
e
 s

ta
tis

tic
 is

 o
b
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 d
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 p
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 b
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b
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 p
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 p
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 b
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c
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 b
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c
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 b
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b
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c
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 d
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y p
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 p
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u
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c
k
s
 in

 th
e
 p

o
rtfo

lio
.

E
ffe

c
tiv

e
 D

u
ra

tio
n

 �
a
 d

u
ra

tio
n
 c

a
lc

u
la

tio
n
 fo

r b
o
n
d
s
 w

ith
 e

m
b
e
d
d
e

d
 o

p
tio

n
s
. E

ffe
c
tiv

e
 d

u
ra

tio
n
 ta

k
e
s
 in

to
 a

c
c
o
u
n
t th

a
t e

x
p
e
c
te

d
 c

a
s
h
 flo

w
s
 w

ill flu
c
tu

a
te

 a
s
 

in
te

re
s
t ra

te
s
 c

h
a

n
g
e
.   

E
P

S
G

ro
w

th
 �

F
o

re
c
a
s

t �
a
 m

e
a
s
u
re

 o
f o

n
e
 ye

a
r e

a
rn

in
g
s
 (c

a
s
h
 flo

w
 o

r d
iv

id
e
n
d
s
) p

e
r s

h
a
re

 g
ro

w
th

 fro
m

 th
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c
a
s
ts

 fo
r th

e
 in

d
iv

id
u
a

l s
to

c
k
s
 in

 th
e
 p
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e
s
tm

e
n
t (s

u
c
h
 a

s
 w

ith
 a

n
 

in
v
e
s
tm

e
n
t m

a
n
a
g
e
r o

r in
 a

 fu
n
d

) is
 n

o
t th

e
 s

a
m

e
 a

s
 th

e
 ris

k
 o

f lo
s
s
 in

 a
 b

ro
a
d
 m

a
rk

e
t in

d
e
x
.  T

h
e
re

fo
re

, th
e
 h

is
to

ric
a
l re

tu
rn

s
 o

f a
n
 in

d
e
x
 w

ill n
o
t b

e
 th

e
 

s
a
m

e
 a

s
 th

e
 h

is
to

ric
a
l re

tu
rn

s
 o

f a
 p

a
rtic

u
la

r in
v
e

s
tm

e
n
t p

ro
d
u
c
t.  

O
th

e
r d

a
ta

 
P

o
rtfo

lio
 a

n
a
lys

is
 m

a
y b

e
 b

a
s
e
d
 o

n
 in

fo
rm

a
tio

n
 o

n
 le

s
s
 th

a
n
 a

ll o
f th

e
 s

e
c
u
ritie

s
 h

e
ld

 in
 th

e
 p

o
rtfo

lio
.  F

o
r e

q
u
ity p

o
rtfo

lio
s
, th

e
 a

n
a

lys
is

 typ
ic

a
lly re

fle
c
ts

 
s
e
c
u
ritie

s
 re

p
re

s
e
n
tin

g
 a

t le
a
s
t 9

5
%

 o
f p

o
rtfo

lio
 a

s
s
e
ts

. T
h
is

 m
a

y d
iffe

r fo
r o

th
e

r s
tra

te
g
ie

s
, in

c
lu

d
in

g
 th

o
s
e
 in

 th
e
 fix

e
d
 in

c
o
m

e
 a

n
d

 s
p
e
c
ia

lty a
s
s
e
t c

la
s
s
e
s
, 

d
u
e
 to

 a
v
a
ila

b
ility

 o
f p

o
rtfo

lio
 in

fo
rm

a
tio

n
.  

O
th

e
r d

a
ta

 in
 th

is
 re

p
o
rt is

 a
c
c
u
ra

te
 a

s
 o

f th
e
 d

a
te

 th
is

 re
p
o
rt w

a
s
 p

re
p
a
re

d
 u

n
le

s
s
 s

ta
te

d
 o

th
e
rw

is
e
.  D

a
ta

 in
 th

is
 re

p
o
rt m

a
y b

e
 c

a
lc

u
la

te
d
 b

y th
e
 in

v
e

s
tm

e
n
t 

m
a
n
a
g
e
r, M

o
rg

a
n
 S

ta
n
le

y W
e
a
lth

 M
a
n
a
g
e
m

e
n
t o

r a
 th

ird
 p

a
rty

 s
e
rv

ic
e
 p

ro
v
id

e
r, a

n
d
 m

a
y b

e
 b

a
s
e
d
 o

n
a
 re

p
re

s
e
n
ta

tiv
e
 a

c
c
o
u
n
t o

r a
 c

o
m

p
o
s
ite

 o
f a

c
c
o
u
n
ts

.   

S
e
c
u

ritie
s
 h

o
ld

in
g

s
H

o
ld

in
g
s
 a

re
 s

u
b

je
c
t to

 c
h
a
n
g
e
 d

a
ily, s

o
 a

n
y
 s

e
c
u

ritie
s
 d

is
c
u
s
s
e
d
 in

 th
is

 re
p
o

rt m
a

y
 o

r m
a

y
 n

o
t b

e
 in

c
lu

d
e
d
 in

 yo
u
r p

o
rtfo

lio
if y

o
u
 in

v
e
s
t in

 th
is

 in
v
e
s
tm

e
n
t 

p
ro

d
u
c
t.  Y

o
u
r p

o
rtfo

lio
 m

a
y a

ls
o
 in

c
lu

d
e
 o

th
e
r s

e
c
u
ritie

s
 in

 a
d
d
itio

n
 to

 o
r in

s
te

a
d
 o

f a
n

y s
e
c
u
ritie

s
 d

is
c
u
s
s
e
d
 in

 th
is

 re
p
o
rt.  D

o
 n

o
t a

s
s
u
m

e
 th

a
t a

n
y h

o
ld

in
g
s
 

m
e
n
tio

n
e
d
 w

e
re

, o
r w

ill b
e
, p

ro
fita

b
le

.  

S
o

u
rc

e
s
 o

f D
a
ta

M
a
te

ria
l in

 th
is

 re
p
o
rt h

a
s
 b

e
e
n
 o

b
ta

in
e
d
 fro

m
 s

o
u
rc

e
s
 th

a
t w

e
 b

e
lie

v
e
 to

 b
e
 re

lia
b
le

, b
u
t w

e
 d

o
 n

o
t g

u
a
ra

n
te

e
 its

 a
c
c
u
ra

c
y, c

o
m

p
le

te
n
e
s
s
 o

r tim
e
lin

e
s
s
.  

T
h
ird

 p
a

rty
 d

a
ta

 p
ro

v
id

e
rs

 m
a
k
e
 n

o
 w

a
rra

n
tie

s
 o

r re
p
re

s
e
n
ta

tio
n
s
 re

la
tin

g
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 th
e

 a
c
c
u
ra

c
y, c

o
m

p
le

te
n
e
s
s
 o

r tim
e
lin

e
s
s
 o

f th
e
 d

a
ta

 th
e

y
 p

ro
v
id

e
 a

n
d
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re

 n
o

t 
lia

b
le
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r a

n
y d

a
m

a
g
e
s
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tin

g
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 th
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 d
a
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.

A
s

s
e
t C
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s
s
 a

n
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e
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k
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v
e
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tin

g
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c
k
s

,
m

u
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a
l fu

n
d

s
a
n
d

e
x

c
h

a
n

g
e
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d

e
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n
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s

(�
E

T
F

s
�
)

e
n
ta
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k
s
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f m
a
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e
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o
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tility.  T
h
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a
lu

e
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e
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v
e
s
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e
n
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a
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c
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a
s
e
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r d
e
c
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a
s
e
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v
e
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g
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e
 p
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d
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S
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a
ll-

a
n

d
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a
p
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liz

a
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n
c
o
m

p
a
n
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c
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a
n
c
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d

u
c
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e
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a
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n
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n
d
 c

o
m

p
e
titiv

e
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n
g
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e
r c

o
m

p
a
n
ie
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h
e
 

s
e
c
u
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m
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a
p
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a
tio
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 c

o
m

p
a
n
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s
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a
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o
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d
e
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s
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a
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s
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n
d
 b

e
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u
b
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c
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h
e
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o
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n
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o
s
e
 o
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e
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o
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s
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h
e
d
 c

o
m

p
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o
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a
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o
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a
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 c
o
n
c
e
n
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d
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d
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u
m
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e
c
u
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 d
e

c
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e
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e
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a
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e
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f th
e
s
e
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v
e
s
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e
n
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o
u
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 c
a
u

s
e
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p
o
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v
e
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ll v
a
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e
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e
c
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e
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a
te

r d
e

g
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e
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a
n
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s
s
 c

o
n
c
e
n
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te
d
 p

o
rtfo
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o
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 th

a
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v
e
s
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e
 p
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e
n
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g
e
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s
s
e
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n
ly

 o
n
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d
u
s
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e
c
to
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 o
n
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 fe
w
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e
c
to

rs
) a
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o
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 v
u
ln

e
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b
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 p
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e

 flu
c
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a
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n
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a
n
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o
s
e
 th

a
t d

iv
e
rs
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m
o
n
g
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 b
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a
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n
g
e
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f s
e
c
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V
a
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e
a
n
d

g
ro

w
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v
e
s
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g

a
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o
 c

a
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k
s
.  V

a
lu

e
 in

v
e
s
tin

g
 in

v
o
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e
s
 th

e
 ris

k
 th

a
t th

e
 m

a
rk

e
t m

a
y
 n

o
t re

c
o
g
n
iz

e
 th

a
t s

e
c
u
ritie

s
 a

re
 u

n
d
e
rv

a
lu

e
d
 a

n
d

 th
e

y 
m

a
y n

o
t a

p
p
re

c
ia

te
 a

s
 a

n
tic

ip
a
te

d
.  G

ro
w

th
 in

v
e
s
tin

g
 d

o
e
s
 n

o
t g

u
a

ra
n
te

e
 a

 p
ro

fit o
r e

lim
in

a
te

 ris
k
.  T

h
e
 s

to
c
k
s
 o

f th
e
s
e
 c

o
m

p
a
n
ie

s
 c

a
n
 h

a
v
e
 re

la
tiv

e
ly
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ig

h
 

v
a
lu

a
tio

n
s
.  B

e
c
a
u
s
e
 o

f th
e
s
e
 h

ig
h
 v

a
lu

a
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n
s
, a

n
 in

v
e
s
tm

e
n
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 a
 g

ro
w

th
 s

to
c
k
 c

a
n
 b

e
 m

o
re

 ris
k
y th

a
n
 a

n
 in

v
e
s
tm

e
n
t in

 a
 c

o
m

p
a
n

y w
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 m
o
re

 m
o
d
e
s
t g

ro
w

th
 

e
x
p
e
c
ta

tio
n
s
.

In
te
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a
tio

n
a
l s

e
c
u

ritie
s

m
a

y
 c

a
rry a

d
d
itio

n
a
l ris

k
s
, in

c
lu

d
in

g
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ig

n
 e

c
o
n
o

m
ic

, p
o
litic

a
l, m

o
n
e
ta

ry a
n
d
/o

r le
g
a
l fa

c
to

rs
, c

h
a
n

g
in

g
 c

u
rre

n
c
y e

x
c
h
a
n

g
e
 ra

te
s
, 

fo
re

ig
n
 ta

x
e
s
 a

n
d
 d

iffe
re

n
c
e
s
 in

 fin
a
n
c
ia

l a
n
d
 a

c
c
o

u
n
tin

g
 s

ta
n
d
a
rd

s
. In

te
rn

a
tio

n
a
l in

v
e
s
tin

g
 m

a
y
 n

o
t b

e
 fo

r e
v
e
ry

o
n
e
. T

h
e
s
e
 ris

k
s
 m

a
y b

e
 m

a
g
n
ifie

d
 in

 
e
m

e
rg
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g

 m
a
rk

e
ts

.

N
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 T
a
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d
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n
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B

a
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e
y L

L
C
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 a
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te

s
 a

n
d
 M

o
rg

a
n
 S

ta
n
le

y F
in

a
n
c
ia

l A
d
v
is

o
rs

 d
o
 n

o
t p

ro
v
id

e
 le

g
a
l o

r ta
x
 a

d
v
ic

e
.  E

a
c
h
 c

lie
n
t s

h
o
u
ld

 a
lw

a
ys

 c
o
n
s
u

lt 
h
is

/h
e
r p

e
rs

o
n
a
l ta

x
 a

n
d
/o

r le
g
a
l a

d
v
is

o
r fo

r in
fo

rm
a
tio

n
 c

o
n
c
e
rn

in
g
 h

is
/h

e
r in

d
iv

id
u
a
l s

itu
a
tio

n
 a

n
d
 to

 le
a
rn

 a
b
o
u
t a

n
y p

o
te

n
tia

l ta
x
 o

r o
th

e
r im

p
lic

a
tio

n
s
 th

a
t 

m
a

y re
s
u
lt fro

m
 a

c
tin

g
 o

n
 a

 p
a
rtic

u
la

r re
c
o
m

m
e
n
d

a
tio

n
.

If a
n

y in
v
e
s
tm

e
n
ts

 in
 th

is
 re

p
o
rt a

re
 d

e
s
c
rib

e
d
 a

s
 �ta

x
 fre

e
�, th

e
 in

c
o
m

e
 fro

m
 th

e
s
e
 in

v
e
s
tm

e
n
ts

 m
a
y b

e
 s

u
b
je

c
t to

 s
ta

te
 a

n
d
 lo

c
a
l ta

x
e
s
 a

n
d
 (if a

p
p
lic

a
b

le
) th

e
 

fe
d
e
ra

l A
lte

rn
a
tiv

e
 M

in
im

u
m

 T
a
x
.  R

e
a
liz

e
d
 c

a
p
ita

l g
a
in

s
 o

n
 th

e
s
e
 in

v
e
s
tm

e
n
ts

 m
a

y b
e
 s

u
b
je

c
t to

 fe
d
e
ra

l, s
ta

te
 a

n
d
 lo

c
a
l c

a
p
ita

l g
a
in

s
 ta

x
.  

C
o

n
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te
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s
t

G
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A
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o
a
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 p

ro
v
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e
 p

ro
fe

s
s
io

n
a
l, o

b
je

c
tiv

e
 e

v
a
lu

a
tio

n
s
 in

 s
u
p
p
o
rt o

f th
e
 M

o
rg

a
n
 S

ta
n
le

y W
e

a
lth

 M
a
n
a
g
e
m

e
n

t in
v
e
s
tm

e
n
t a

d
v
is

o
ry

 p
ro

g
ra

m
s
.  W

e
 h

a
v
e

 
p
o
lic

ie
s
 a

n
d
 p

ro
c
e
d
u
re

s
 to

 h
e
lp

 u
s
 m

e
e
t th

is
 g

o
a
l.  H

o
w

e
v
e
r, o

u
r b

u
s
in

e
s
s
 is

 s
u
b
je

c
t to

 v
a
rio

u
s
 c

o
n
flic

ts
 o

f
in

te
re

s
t.  F

o
r e

x
a
m

p
le

, id
e
a

s
 a

n
d
 s

u
g
g
e
s
tio

n
s
 fo

r 
w

h
ic

h
 in

v
e
s
tm

e
n

t p
ro

d
u
c
ts

 s
h
o
u
ld

 b
e
 e

v
a
lu

a
te

d
 b

y G
IM

A
c
o
m

e
 fro

m
 a

 v
a
rie

ty
 o

f s
o
u
rc

e
s
, in

c
lu

d
in

g
 o

u
r M

o
rg

a
n
 S

ta
n
le

y W
e
a
lth

 M
a
n
a
g
e
m

e
n
t F

in
a
n
c
ia

l 
A

d
v
is

o
rs

 a
n
d
 th

e
ir d

ire
c
t o

r in
d
ire

c
t m

a
n
a
g
e
rs

, a
n

d
 o

th
e
r b

u
s
in

e
s
s
 p

e
rs

o
n
s
 w

ith
in

 M
o
rg

a
n
 S

ta
n
le

y
 W

e
a
lth

 M
a
n
a
g
e

m
e
n
t o

r its
 a

ffilia
te

s
.  S

u
c
h
 p

e
rs

o
n
s
 m

a
y
 

h
a
v
e
 a

n
 o

n
g
o
in

g
 b

u
s
in

e
s
s
 re

la
tio

n
s
h
ip

 w
ith

 c
e
rta

in
 in

v
e
s
tm

e
n
t m

a
n
a
g
e
rs

 o
r m

u
tu

a
l fu

n
d
 c

o
m

p
a
n
ie

s
 w

h
e
re

b
y
 th

e
y, M

o
rg

a
n
 S

ta
n
le

y W
e
a
lth

 M
a
n
a
g
e

m
e
n
t o

r 
its

 a
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te
s
 re

c
e
iv

e
 c

o
m

p
e
n
s
a
tio

n
 fro

m
, o

r o
th

e
rw

is
e
 re
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te

d
 to

, th
o
s
e
 in

v
e
s
tm

e
n
t m

a
n
a
g
e
rs

 o
r m

u
tu

a
l fu

n
d
s
.  F

o
r e

x
a
m

p
le

, a
 F

in
a
n
c
ia

l A
d
v
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o
r m

a
y s

u
g
g
e

s
t 

th
a
t

G
IM

A
e
v
a
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a
te

s
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n
 in

v
e
s
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e
n
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a
n
a
g
e

r o
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n
d
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h
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h
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 p
o
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e
r c
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n
ts

� a
s
s
e
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lre

a
d

y
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v
e
s
te

d
.

W
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c
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s
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n
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e
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 c
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c
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e
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p
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b
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d
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c
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c
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 m
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f b
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t c
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 b
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c
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 b
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c
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y d
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c
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c
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 m
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c
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c
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 d
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 p
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 c
a
te

g
o
ry

 s
o
 F

in
a
n
c
ia

l A
d
v
is

o
rs

 o
r P

riv
a
te

 
W

e
a
lth

 A
d
v
is

o
rs

 a
n
d
 c
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 p
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c
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c
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 c
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t p
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 c
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p
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p
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c
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t p
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c
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 m
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c
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l p
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 o
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c
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l p
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r o
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 p
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y d
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 c
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 c
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 c
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f p
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c
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 b
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c
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 m
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r p
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c
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 c
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 b
e
 m

o
re

 h
ig

h
ly c

o
rre

la
te

d
 to

 th
e

 
re

s
p
e
c
tiv

e
 g

ro
w

th
 b

e
n
c
h
m

a
rk

 th
a

n
 p
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 d
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 c
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f m
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p
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 p
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c
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 p
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 b
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 c
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 d
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c
h
 h

o
ld

in
g
 in

 th
e
 m

a
n
a
g
e
r�s

 p
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c
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b
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c
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 d
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r d
e
n
o
m

in
a
te

d
 fo

rm
s
 o

f e
q
u
ity

 o
w

n
e

rs
h
ip

 in
 n

o
n
-U

.S
. c
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c
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c
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n
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 d
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c
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 b
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c
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n
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c
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e
rfo

rm
a

n
c
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k
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e
a
s
u
re

d
 b
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e
 p

o
rtfo

lio
 h

a
s
 p
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e
d

 b
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a
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 p
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n
d
e
rp

e
rfo

rm
a
n
c
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c
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b
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c
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h
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e
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 d
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n
d
e
n
t o

n
 th

e
 a

c
c
u
ra

c
y o

f th
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c
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 p
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 m
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c
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c
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c
k
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 b
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c
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a
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a
n
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c
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r c
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 d
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c
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 p
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 p
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 b
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b
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 p
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 b
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 b
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b
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 p
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 b
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 p
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 b
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 p
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b
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c
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 p
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 b
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d
s
 a

n
d
 in

v
e
s
tm

e
n
t tim

e
 h

o
riz

o
n
.  



E
D

G
E

 S
M

A
L

L
-M

ID
C

A
P

 D
IV

ID
E

N
D

 IN
C

O
M

E
 (W

/O
 M

L
P

)
N

O
V

E
M

B
E

R
 3

0
, 2

0
1
51
0

P
e
rfo

rm
a

n
c
e
 a

n
d

 O
th

e
r P

o
rtfo

lio
 In

fo
rm

a
tio

n
G

e
n

e
ra

l
P

a
s
t p

e
rfo

rm
a
n
c
e
 d

o
e
s
 n

o
t g

u
a
ra

n
te

e
 fu

tu
re

 re
s
u
lts

.  T
h
e
re

 is
 n

o
 g

u
a
ra

n
te

e
 th

a
t th

is
 in

v
e
s
tm

e
n
t s

tra
te

g
y w

ill w
o

rk
 u

n
d
e
r a

ll m
a
rk

e
t c

o
n
d
itio

n
s
.  A

s
 a

 re
s
u
lt o

f 
re

c
e
n
t m

a
rk

e
t a

c
tiv

ity, c
u
rre

n
t p

e
rfo

rm
a
n
c
e
 m

a
y
 v

a
ry fro

m
 th

e
 p

e
rfo

rm
a
n
c
e
 re

fe
re

n
c
e
d
 in

 th
is

 re
p
o
rt.

B
e
n

c
h

m
a
rk

 in
d

e
x

D
e
p
e
n
d
in

g
 o

n
 th

e
 c

o
m

p
o
s
itio

n
 o

f yo
u
r a

c
c
o
u
n
t a

n
d
 yo

u
r in

v
e
s
tm

e
n
t o

b
je

c
tiv

e
s
, a

n
y in

d
ic

e
s
 s

h
o
w

n
 in

 th
is

 re
p
o
rt m

a
y n

o
t b

e
 a

n
 a

p
p
ro

p
ria

te
 m

e
a
s
u
re

 fo
r 

c
o
m

p
a
ris

o
n
 p

u
rp

o
s
e
s
 a

n
d
 a

re
 th

e
re

fo
re

 p
re

s
e
n
te

d
 fo

r illu
s
tra

tio
n
 o

n
ly

.

In
d
ic

e
s
 a

re
 u

n
m

a
n
a
g
e
d
.  T

h
e

y
 d

o
 n

o
t re

fle
c
t a

n
y
 m

a
n

a
g
e
m

e
n
t, c

u
s
to

d
y, tra

n
s
a
c
tio

n
 o

r o
th

e
r e

x
p
e

n
s
e
s
, a

n
d
 g

e
n
e
ra

lly a
s
s
u
m

e
 re

in
v
e
s
tm

e
n
t o

f d
iv

id
e
n
d
s
, 

a
c
c
ru

e
d
 in

c
o
m

e
 a

n
d
 c

a
p
ita

l g
a
in

s
.  P

a
s
t p

e
rfo

rm
a

n
c
e

 o
f in

d
ic

e
s
 d

o
e
s
 n

o
t g

u
a
ra

n
te

e
 fu

tu
re

 re
s
u
lts

.  Y
o

u
 c

a
n
n
o
t in

v
e
s
t d

ire
c
tly in

 a
n
 in

d
e

x
.  

P
e
rfo

rm
a
n
c
e
 o

f in
d
ic

e
s
 m

a
y b

e
 m

o
re

 o
r le

s
s
 v

o
la

tile
 th

a
n
 a

n
y in

v
e
s
tm

e
n
t p

ro
d
u
c
t.  T

h
e
 ris

k
 o

f lo
s
s
 in

 v
a
lu

e
 o

f a
 s

p
e
c
ific

 in
v
e
s
tm

e
n
t (s

u
c
h
 a

s
 w

ith
 a

n
 

in
v
e
s
tm

e
n
t m

a
n
a
g
e
r o

r in
 a

 fu
n
d

) is
 n

o
t th

e
 s

a
m

e
 a

s
 th

e
 ris

k
 o

f lo
s
s
 in

 a
 b

ro
a
d
 m

a
rk

e
t in

d
e
x
.  T

h
e
re

fo
re

, th
e
 h

is
to

ric
a
l re

tu
rn

s
 o

f a
n
 in

d
e
x
 w

ill n
o
t b

e
 th

e
 

s
a
m

e
 a

s
 th

e
 h

is
to

ric
a
l re

tu
rn

s
 o

f a
 p

a
rtic

u
la

r in
v
e

s
tm

e
n
t p

ro
d
u
c
t.  

O
th

e
r d

a
ta

 
P

o
rtfo

lio
 a

n
a
lys

is
 m

a
y b

e
 b

a
s
e
d
 o

n
 in

fo
rm

a
tio

n
 o

n
 le

s
s
 th

a
n
 a

ll o
f th

e
 s

e
c
u
ritie

s
 h

e
ld

 in
 th

e
 p

o
rtfo

lio
.  F

o
r e

q
u
ity p

o
rtfo

lio
s
, th

e
 a

n
a

lys
is

 typ
ic

a
lly re

fle
c
ts

 
s
e
c
u
ritie

s
 re

p
re

s
e
n
tin

g
 a

t le
a
s
t 9

5
%

 o
f p

o
rtfo

lio
 a

s
s
e
ts

. T
h
is

 m
a

y d
iffe

r fo
r o

th
e

r s
tra

te
g
ie

s
,

in
c
lu

d
in

g
 th

o
s
e
 in

 th
e
 fix

e
d
 in

c
o
m

e
 a

n
d

 s
p
e
c
ia

lty a
s
s
e
t c

la
s
s
e
s
, 

d
u
e
 to

 a
v
a
ila

b
ility

 o
f p

o
rtfo

lio
 in

fo
rm

a
tio

n
.  

O
th

e
r d

a
ta

 in
 th

is
 re

p
o
rt is

 a
c
c
u
ra

te
 a

s
 o

f th
e
 d

a
te

 th
is

 re
p
o
rt w

a
s
 p

re
p
a
re

d
 u

n
le

s
s
 s

ta
te

d
 o

th
e
rw

is
e
.  D

a
ta

 in
 th

is
 re

p
o
rt m

a
y b

e
 c

a
lc

u
la

te
d

b
y th

e
 in

v
e
s
tm

e
n
t 

m
a
n
a
g
e
r, M

o
rg

a
n
 S

ta
n
le

y W
e
a
lth

 M
a
n
a
g
e
m

e
n
t o

r a
 th

ird
 p

a
rty

 s
e
rv

ic
e
 p

ro
v
id

e
r, a

n
d
 m

a
y b

e
 b

a
s
e
d
 o

n
 a

 re
p

re
s
e
n
ta

tiv
e
 a

c
c
o
u
n
t o

r a
 c

o
m

p
o
s
ite

 o
f a

c
c
o
u
n
ts

.   

S
e
c
u

ritie
s
 h

o
ld

in
g

s
H

o
ld

in
g
s
 a

re
 s

u
b

je
c
t to

 c
h
a
n
g
e
 d

a
ily, s

o
 a

n
y
 s

e
c
u

ritie
s
 d

is
c
u
s
s
e
d
 in

 th
is

 re
p
o

rt m
a

y
 o

r m
a

y
 n

o
t b

e
 in

c
lu

d
e
d
 in

 yo
u
r p

o
rtfo

lio
 if y

o
u
 in

v
e
s
t in

 th
is

 in
v
e
s
tm

e
n
t 

p
ro

d
u
c
t.  Y

o
u
r p

o
rtfo

lio
 m

a
y a

ls
o
 in

c
lu

d
e
 o

th
e
r s

e
c
u
ritie

s
 in

 a
d
d
itio

n
 to

 o
r in

s
te

a
d
 o

f a
n

y s
e
c
u
ritie

s
 d

is
c
u
s
s
e
d
 in

 th
is

 re
p
o
rt.  D

o
 n

o
t a

s
s
u
m

e
 th

a
t a

n
y h

o
ld

in
g
s

m
e
n
tio

n
e
d
 w

e
re

, o
r w

ill b
e
, p

ro
fita

b
le

.  

S
o

u
rc

e
s
 o

f D
a
ta

M
a
te

ria
l in

 th
is

 re
p
o
rt h

a
s
 b

e
e
n
 o

b
ta

in
e
d
 fro

m
 s

o
u
rc

e
s
 th

a
t w

e
 b

e
lie

v
e
 to

 b
e
 re

lia
b
le

, b
u
t w

e
 d

o
 n

o
t g

u
a
ra

n
te

e
 its

 a
c
c
u
ra

c
y, c

o
m

p
le

te
n
e
s
s
 o

r tim
e
lin

e
s
s
.  

T
h
ird

 p
a

rty
 d

a
ta

 p
ro

v
id

e
rs

 m
a
k
e
 n

o
 w

a
rra

n
tie

s
 o

r re
p
re

s
e
n
ta

tio
n
s
 re

la
tin

g
 to

 th
e

 a
c
c
u
ra

c
y, c

o
m

p
le

te
n
e
s
s
 o

r tim
e
lin

e
s
s
 o

f th
e
 d

a
ta

 th
e

y
 p

ro
v
id

e
 a

n
d

 a
re

 n
o

t 
lia

b
le

 fo
r a

n
y d

a
m

a
g
e
s
 re

la
tin

g
 to

 th
is

 d
a
ta

.

A
s

s
e
t C

la
s
s
 a

n
d

 O
th

e
r R

is
k
s
 

In
v
e
s
tin

g
 in

 s
to

c
k
s

,
m

u
tu

a
l fu

n
d

s
a
n
d

e
x

c
h

a
n

g
e

-tra
d

e
d

 fu
n

d
s

(�
E

T
F

s
�
)

e
n
ta

ils
 th

e
 ris

k
s
 o

f m
a
rk

e
t v

o
la

tility.  T
h
e

 v
a
lu

e
 o

f a
ll typ

e
s
 o

f in
v
e
s
tm

e
n
ts

 m
a

y
 

in
c
re

a
s
e
 o

r d
e
c
re

a
s
e
 o

v
e
r v

a
ryin

g
 tim

e
 p

e
rio

d
s
.  

S
m

a
ll-

a
n

d
 m

id
-

c
a
p

ita
liz

a
tio

n
c
o
m

p
a
n
ie

s
 m

a
y la

c
k
 th

e
 fin

a
n
c
ia

l re
s
o
u
rc

e
s
, p

ro
d

u
c
t d

iv
e
rs

ific
a
tio

n
 a

n
d
 c

o
m

p
e
titiv

e
 s

tre
n
g
th

s
 o

f la
rg

e
r c

o
m

p
a
n
ie

s
. T

h
e
 

s
e
c
u
ritie

s
 o

f s
m

a
ll c

a
p
ita

liz
a
tio

n
 c

o
m

p
a
n
ie

s
 m

a
y n

o
t tra

d
e
 a

s
 re

a
d
ily

 a
s
, a

n
d
 b

e
 s

u
b
je

c
t to

 h
ig

h
e
r v

o
la

tility th
a
n
, th

o
s
e
 o

f la
rg

e
r, m

o
re

 e
s
ta

b
lis

h
e
d
 c

o
m

p
a
n
ie

s
.  

N
o

n
d

iv
e
rs

ific
a
tio

n
:  F

o
r a

 p
o
rtfo

lio
 th

a
t h

o
ld

s
 a

 c
o
n
c
e
n
tra

te
d

 o
r lim

ite
d
 n

u
m

b
e
r o

f s
e
c
u
ritie

s
, a

 d
e

c
lin

e
 in

 th
e
 v

a
lu

e
 o

f th
e
s
e
 in

v
e
s
tm

e
n
ts

 w
o
u
ld

 c
a
u

s
e
 th

e
 

p
o
rtfo

lio
�s

 o
v
e
ra

ll v
a
lu

e
 to

 d
e
c
lin

e
 to

 a
 g

re
a
te

r d
e

g
re

e
 th

a
n
 a

 le
s
s
 c

o
n
c
e
n
tra

te
d
 p

o
rtfo

lio
.  P

o
rtfo

lio
s
 th

a
t in

v
e
s
t a

 la
rg

e
 p

e
rc

e
n
ta

g
e

 o
f a

s
s
e
ts

 in
 o

n
ly

 o
n

e
 

in
d
u
s
try s

e
c
to

r (o
r in

 o
n
ly a

 fe
w

 s
e
c
to

rs
) a

re
 m

o
re

 v
u
ln

e
ra

b
le

 to
 p

ric
e

 flu
c
tu

a
tio

n
 th

a
n
 th

o
s
e
 th

a
t d

iv
e
rs

ify
 a

m
o
n
g
 a

 b
ro

a
d

 ra
n
g
e
 o

f s
e
c
to

rs
. 

V
a
lu

e
a
n
d

g
ro

w
th

 in
v
e
s

tin
g

a
ls

o
 c

a
rry ris

k
s
.  V

a
lu

e
 in

v
e
s
tin

g
 in

v
o
lv

e
s
 th

e
 ris

k
 th

a
t th

e
 m

a
rk

e
t m

a
y
 n

o
t re

c
o
g
n
iz

e
 th

a
t s

e
c
u
ritie

s
 a

re
 u

n
d
e
rv

a
lu

e
d
 a

n
d

 th
e

y 
m

a
y n

o
t a

p
p
re

c
ia

te
 a

s
 a

n
tic

ip
a
te

d
.  G

ro
w

th
 in

v
e
s
tin

g
 d

o
e
s
 n

o
t g

u
a

ra
n
te

e
 a

 p
ro

fit o
r e

lim
in

a
te

 ris
k
.  T

h
e
 s

to
c
k
s
 o

f th
e
s
e
 c

o
m

p
a
n
ie

s
 c

a
n
 h

a
v
e
 re

la
tiv

e
ly

 h
ig

h
 

v
a
lu

a
tio

n
s
.  B

e
c
a
u
s
e
 o

f th
e
s
e
 h

ig
h
 v

a
lu

a
tio

n
s
, a

n
 in

v
e
s
tm

e
n
t in

 a
 g

ro
w

th
 s

to
c
k
 c

a
n
 b

e
 m

o
re

 ris
k
y th

a
n
 a

n
 in

v
e
s
tm

e
n
t in

 a
 c

o
m

p
a
n

y w
ith

 m
o
re

 m
o
d
e
s
t g

ro
w

th
 

e
x
p
e
c
ta

tio
n
s
.

In
te

rn
a
tio

n
a
l s

e
c
u

ritie
s

m
a

y
 c

a
rry a

d
d
itio

n
a
l ris

k
s
, in

c
lu

d
in

g
 fo

re
ig

n
 e

c
o
n
o

m
ic

, p
o
litic

a
l, m

o
n
e
ta

ry a
n
d
/o

r le
g
a
l fa

c
to

rs
, c

h
a
n

g
in

g
 c

u
rre

n
c
y e

x
c
h
a
n

g
e
 ra

te
s
, 

fo
re

ig
n
 ta

x
e
s
 a

n
d
 d

iffe
re

n
c
e
s
 in

 fin
a
n
c
ia

l a
n
d
 a

c
c
o

u
n
tin

g
 s

ta
n
d
a
rd

s
. In

te
rn

a
tio

n
a
l in

v
e
s
tin

g
 m

a
y
 n

o
t b

e
 fo

r e
v
e
ry

o
n
e
. T

h
e
s
e
 ris

k
s
 m

a
y b

e
 m

a
g
n
ifie

d
 in

 
e
m

e
rg

in
g

 m
a
rk

e
ts

.

In
v
e
s
tm

e
n
ts

 in
 s

e
c
u
ritie

s
 o

f M
L

P
s

in
v
o
lv

e
 ris

k
s
 th

a
t d

iffe
r fro

m
 a

n
 in

v
e
s
tm

e
n
t in

 c
o
m

m
o
n
 s

to
c
k
. M

L
P

s
 a

re
 c

o
n
tro

lle
d
 b

y th
e
ir g

e
n
e
ra

l p
a
rtn

e
rs

, w
h
ic

h
 

g
e
n
e
ra

lly h
a
v
e
 c

o
n
flic

ts
 o

f in
te

re
s
t a

n
d
 lim

ite
d
 fid

u
c
ia

ry
 d

u
tie

s
 to

 th
e
 M

L
P

, w
h
ic

h
 m

a
y p

e
rm

it th
e

 g
e

n
e
ra

l p
a

rtn
e
r to

 fa
v
o
r its

 o
w

n
 in

te
re

s
ts

o
v
e
r th

e
 M

L
P

s
. 

T
h
e
 p

o
te

n
tia

l re
tu

rn
 o

f M
L
P

s
 d

e
p

e
n
d
s
 la

rg
e
ly

 o
n
 th

e
 M

L
P

s
 b

e
in

g
 tre

a
te

d
 a

s
 p

a
rtn

e
rs

h
ip

s
 fo

r fe
d
e

ra
l in

c
o
m

e
 ta

x
 p

u
rp

o
s
e
s
. A

s
 a

 p
a
rtn

e
rs

h
ip

, a
n
 M

L
P

 h
a
s
 n

o
 

fe
d
e
ra

l in
c
o
m

e
 ta

x
 lia

b
ility a

t th
e
 e

n
tity le

v
e
l. T

h
e

re
fo

re
, tre

a
tm

e
n
t o

f o
n
e
 o

r m
o
re

 M
L
P

s
 a

s
 a

 c
o
rp

o
ra

tio
n
 fo

r fe
d
e
ra

l in
c
o
m

e
 ta

x
 p

u
rp

o
s
e
s
 c

o
u
ld

 a
ffe

c
t th

e
 

p
o
rtfo

lio
�s

 
a
b
ility

 
to

 
m

e
e
t 

its
 
in

v
e
s
tm

e
n
t 

o
b
je

c
tiv

e
 
a
n
d
 
w

o
u
ld

 
re

d
u
c
e
 
th

e
 
a
m

o
u
n
t 

o
f 

c
a
s
h
 
a
v
a
ila

b
le

 
to

 
p
a
y 

o
r 

d
is

trib
u
te

 
to

 
yo

u
. 

L
e
g
is

la
tiv

e
, ju

d
ic

ia
l, 

o
r 

a
d
m

in
is

tra
tiv

e
 c

h
a
n
g
e
s
 a

n
d
 d

iffe
rin

g
 in

te
rp

re
ta

tio
n

s
, p

o
s
s
ib

ly o
n
 a

 re
tro

a
c
tiv

e
 b

a
s
is

, c
o
u
ld

 n
e
g
a
tiv

e
ly im

p
a
c
t th

e
 v

a
lu

e
 o

f a
n
 in

v
e
s
tm

e
n
t in

 M
L
P

s
 a

n
d
 

th
e
re

fo
re

 th
e
 v

a
lu

e
 o

f yo
u
r in

v
e
s
tm

e
n
t.

R
e
a
l e

s
ta

te
 in

v
e

s
tm

e
n

ts
:

p
ro

p
e
rty

 v
a
lu

e
s
 c

a
n
 fa

ll d
u
e
 to

 e
n
v
iro

n
m

e
n
ta

l, e
c
o
n

o
m

ic
 o

r o
th

e
r re

a
s
o
n
s
, a

n
d
 c

h
a
n
g
e
s
 in

 in
te

re
s
t ra

te
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ro

fessio
n

als m
ay

 u
se a v

ariety
 o

f fin
an

cial m
etrics 

(P
rice-to

-E
arn

in
g

s, 
P

rice-to
-C

ash
 

F
lo

w
, 

E
n

terp
rise 

V
alu

e-to
-S

ales, 
E

V
/E

B
IT

D
A

, etc.) to
 fin

d
 co

m
p

an
ies th

at ap
p

ear to
 b

e trad
in

g
 at co

m
p

ellin
g

 
v

alu
es relativ

e to
 th

eir p
eers, th

e o
v

erall m
ark

et, o
r th
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ck

s� o
w

n
 h

isto
rical 

trad
in

g
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g

e. 
 

V
alu
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n

 
p
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m
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d
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d
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g

 
o

n
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d

u
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g
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b
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e �
C
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u
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m
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d
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b
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p
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n
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d
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 d
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b
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f d
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 p
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p
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 p
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p
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 p
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 d
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 b
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s b
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3
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5
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m
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ro
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r p
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e d
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 m
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r o
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n
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b
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h
isto
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y
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ce d
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h
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p
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d

u
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d
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e 
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m

p
o
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d
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e 

m
o

d
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p
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p
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y
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b
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b
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p
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r d
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. c
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h
e
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h
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c
a
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h
a
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o
m

e
 m

a
rk

e
t.  A

D
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c
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n
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c
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 d
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 b
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c
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c
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 b
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 p
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a
te

s
 th
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o
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e
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 b
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a
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te

s
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e
 p

o
rtfo
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n
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e
rfo

rm
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c
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iv
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p
e
c
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b
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B
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c
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 d
e
p
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n
d
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m
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e
 v
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c
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 b
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 p
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 m
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c
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c
u
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c
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c
k
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 b
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c
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r c
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l c
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 b
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c
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 p
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ra
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 p
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 b
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b
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 d
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 p
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 b
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 b
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b
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 p
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 b
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 p
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 b
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b
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c
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 p
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 b
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 d
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c
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c
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c
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 c
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b
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c
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t c
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t c
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, c
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f p
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u
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c
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 b
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c
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 b
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c
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 c
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e
c
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s
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 c
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 d
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a
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a
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f c
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y c
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a
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v
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 b
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d
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c
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g
s
 b
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b
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c
h
e
d
u
le

d
.  

D
iv

id
e

n
d

 Y
ie

ld
 �
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l d
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 d
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 p

o
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h
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e
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s
u
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c
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 c
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 d
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 c
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 c
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t �
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r d
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 c
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t c
o
n
s
e
n
s
u
s
 fo

re
c
a
s
ts

. G
ro

w
th

 is
 e
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e
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 p
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 p
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 p
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e
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c
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c
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liz

e
d
 e

a
rn

in
g
s
 p
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 p
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 p
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c
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u
a
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 p
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 b
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o
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 p
o
s
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e
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x
c
e
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 b
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b
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 b
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 p
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 re
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 b

y re
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 p
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 d
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h
e
 q

u
a
rte

rly h
is

to
ric

a
l g

ro
w

th
 ra

te
 fo

r e
a
c
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p
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c
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 d
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c
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l c
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c
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c
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 b
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 p
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c
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b
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 b
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p
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t c
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 p
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 c
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 p
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c
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 b
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 b
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 p
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 p
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 p
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m
 th

e
 F

o
c
u
s
 L

is
t to

 th
e
 A

p
p

ro
v
e
d
 L

is
t, o

r v
ic

e
 v

e
rs

a
.  G

IM
A

 m
a

y
 a

ls
o
 d

e
te

rm
in

e
 th

a
t a

n
 in

v
e
s
tm

e
n
t p

ro
d
u
c
t n

o
 lo

n
g
e
r 

m
e
e
ts

 th
e
 c

rite
ria

 u
n
d
e

r e
ith

e
r p

ro
c
e
s
s
 a

n
d
 w

ill n
o

 lo
n
g
e
r b

e
 re

c
o

m
m

e
n
d
e
d
 in

 in
v
e
s
tm

e
n
t a

d
v
is

o
ry

 p
ro

g
ra

m
s
 (in

 w
h

ic
h
 c

a
s
e
 th

e
 in

v
e
s
tm

e
n
t p

ro
d

u
c
t is

 g
iv

e
n

 
a
 �N

o
t A

p
p

ro
v
e
d
� s

ta
tu

s
).

G
IM

A
 h

a
s
 a

 �W
a
tc

h
� p

o
lic

y a
n
d
 m

a
y d

e
s
c
rib

e
 a

 F
o
c
u
s
 L

is
t o

r A
p
p
ro

v
e
d
 L

is
t in

v
e
s
tm

e
n
t p

ro
d
u
c
t a

s
 b

e
in

g
 o

n
 �W

a
tc

h
� if G

IM
A

 id
e
n
tifie

s
 s

p
e
c
ific

 a
re

a
s
 th

a
t (a

) 
m

e
rit fu

rth
e

r e
v
a
lu

a
tio

n
 b

y
 G

IM
A

 a
n
d
 (b

) m
a

y
, b

u
t a

re
 n

o
t c

e
rta

in
 to

, re
s
u
lt in

 th
e
 in

v
e
s
tm

e
n
t p

ro
d

u
c
t b

e
c
o
m

in
g
 �N

o
t A

p
p
ro

v
e
d
.�  T

h
e

 W
a
tc

h
 p

e
rio

d
 d

e
p
e
n
d
s
 

o
n
 th

e
 le

n
g
th

 o
f tim

e
 n

e
e
d
e
d
 fo

r G
IM

A
 to

 c
o
n
d
u
c
t its

 e
v
a
lu

a
tio

n
 a

n
d
 fo

r th
e
 in

v
e
s
tm

e
n
t m

a
n
a
g
e
r o

r fu
n
d

 to
 a

d
d
re

s
s
 a

n
y c

o
n
c
e
rn

s
.  G

IM
A

 m
a

y, b
u
t is

 n
o
t 

o
b
lig

a
te

d
 to

, n
o
te

 th
e
 W

a
tc

h
 s

ta
tu

s
 in

 th
is

 re
p
o
rt w

ith
 a

 �W
� o

r
�W

a
tc

h
� n

e
x
t to

 th
e
 �S

ta
tu

s
� o

n
 th

e
 c

o
v
e

r p
a
g
e
.

C
e
rta

in
 in

v
e
s
tm

e
n
t p

ro
d
u
c
ts

 o
n
 e

ith
e
r th

e
 F

o
c
u
s
 L

is
t o

r A
p
p
ro

v
e
d
 L

is
t m

a
y a

ls
o
 b

e
 re

c
o
m

m
e
n
d
e
d
 fo

r th
e
 T

a
c
tic

a
l O

p
p

o
rtu

n
itie

s
 L

is
t b

a
s
e
d
 in

 p
a
rt o

n
 ta

c
tic

a
l 

o
p
p
o
rtu

n
itie

s
 e

x
is

tin
g
 a

t a
 g

iv
e
n
 tim

e
.   T

h
e
 in

v
e
s
tm

e
n
t p

ro
d
u
c
ts

 o
n
 th

e
 T

a
c
tic

a
l O

p
p
o
rtu

n
itie

s
 L

is
t c

h
a
n
g
e
 o

v
e
r tim

e
.

F
o
r m

o
re

 in
fo

rm
a
tio

n
 o

n
 th

e
 F

o
c
u
s
 L

is
t, A

p
p
ro

v
e
d
 L

is
t, T

a
c
tic

a
l O

p
p
o

rtu
n
itie

s
 L

is
t a

n
d
 W

a
tc

h
 p

ro
c
e
s
s
e
s
, p

le
a
s
e
 s

e
e
 th

e
 a

p
p
lic

a
b
le

 F
o
rm

 A
D

V
 D

is
c
lo

s
u
re

 
D

o
c
u
m

e
n
t fo

r M
o
rg

a
n
 S

ta
n
le

y W
e
a
lth

 M
a
n
a
g
e
m

e
n
t.  Y

o
u

r F
in

a
n
c
ia

l A
d
v
is

o
r o

r P
riv

a
te

 W
e
a
lth

 A
d
v
is

o
r c

a
n
 a

ls
o
 p

ro
v
id

e
 u

p
o
n
 re

q
u
e
s
t a

 c
o
p

y o
f a

 p
u

b
lic

a
tio

n
 

e
n
title

d
 �M

a
n
a
g
e

r S
e
le

c
tio

n
 P

ro
c
e
s
s
.�

N
o

 O
b

lig
a
tio

n
 to

 U
p

d
a
te

M
o
rg

a
n
 S

ta
n
le

y
 W

e
a
lth

 M
a
n
a
g
e

m
e
n
t h

a
s
 n

o
 o

b
lig

a
tio

n
 to

 u
p
d
a
te

 y
o
u
 w

h
e
n
 a

n
y
 in

fo
rm

a
tio

n
 o

r o
p
in

io
n
 in

 th
is

 re
p
o
rt c

h
a
n
g
e
s
.

S
tra

te
g

y
 M

a
y
 B

e
 A

v
a

ila
b

le
 a

s
 a

 S
e
p

a
ra

te
ly

 M
a
n

a
g

e
d

 A
c

c
o

u
n

t o
r M

u
tu

a
l F

u
n

d
S

tra
te

g
ie

s
 a

re
 s

o
m

e
tim

e
s
 a

v
a
ila

b
le

 in
 M

o
rg

a
n
 S

ta
n
le

y W
e
a
lth

 M
a
n
a
g
e
m

e
n
t in

v
e
s
tm

e
n
t a

d
v
is

o
ry

 p
ro

g
ra

m
s
 b

o
th

 in
 th

e
 fo

rm
 o

f a
 s

e
p
a
ra

te
ly

 m
a
n

a
g
e
d

 
a
c
c
o
u
n
t (�S

M
A

�) a
n
d
 a

 m
u
tu

a
l fu

n
d
.  T

h
e
s
e
 m

a
y
 h

a
v
e
 d

iffe
re

n
t e

x
p

e
n
s
e
s
 a

n
d
 in

v
e
s
tm

e
n
t m

in
im

u
m

s
.  Y

o
u
r F

in
a
n
c
ia

l A
d
v
is

o
r o

r P
riv

a
te

 W
e
a
lth

 A
d
v
is

o
r  c

a
n

 
p
ro

v
id

e
 m

o
re

 in
fo

rm
a
tio

n
 o

n
 w

h
e
th

e
r a

n
y
 p

a
rtic

u
la

r s
tra

te
g

y
 is

 a
v
a
ila

b
le

 in
 m

o
re

 th
a

n
 o

n
e
 fo

rm
 in

 a
 p

a
rtic

u
la

r in
v
e
s
tm

e
n
t a

d
v
is

o
ry p

ro
g

ra
m

.

C
o

n
s
id

e
r Y

o
u

r O
w

n
 In

v
e
s
tm

e
n

t N
e
e
d

s
T

h
is

 re
p
o
rt is

 n
o
t in

te
n
d
e
d
 to

 b
e
 a

 c
lie

n
t-s

p
e
c
ific

 s
u
ita

b
ility a

n
a
lys

is
 o

r re
c
o
m

m
e
n
d
a
tio

n
, a

n
 o

ffe
r to

 p
a
rtic

ip
a
te

 in
 a

n
y in

v
e
s
tm

e
n
t, o

r a
 re

c
o
m

m
e
n
d
a
tio

n
 to

 
b
u

y, h
o
ld

 o
r s

e
ll s

e
c
u
ritie

s
 (in

c
lu

d
e
s
 s

e
c
u
ritie

s
 o

f M
o
rg

a
n
 S

ta
n
le

y
, a

n
d
/o

r th
e
ir a

ffilia
te

s
 if s

h
o
w

n
 in

 th
is

 re
p
o
rt).  D

o
 n

o
t u

s
e
 th

is
 re

p
o
rt a

s
 th

e
 s

o
le

 b
a
s
is

 fo
r 

in
v
e
s
tm

e
n
t d

e
c
is

io
n
s
.  D

o
 n

o
t s

e
le

c
t a

n
 a

s
s
e
t c

la
s
s
 o

r in
v
e
s
tm

e
n
t p

ro
d
u
c
t b

a
s
e
d
 o

n
 p

e
rfo

rm
a
n
c
e
 a

lo
n
e
.  C

o
n
s
id

e
r a

ll re
le

v
a
n
t in

fo
rm

a
tio

n
, in

c
lu

d
in

g
 y

o
u

r 
e
x
is

tin
g
 p

o
rtfo

lio
, in

v
e
s
tm

e
n
t o

b
je

c
tiv

e
s
, ris

k
 to

le
ra

n
c
e
, liq

u
id

ity n
e
e

d
s
 a

n
d
 in

v
e
s
tm

e
n
t tim

e
 h

o
riz

o
n

.  
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P
e
rfo

rm
a

n
c
e
 a

n
d

 O
th

e
r P

o
rtfo

lio
 In

fo
rm

a
tio

n
G

e
n

e
ra

l
P

a
s
t p

e
rfo

rm
a
n
c
e
 d

o
e
s
 n

o
t g

u
a
ra

n
te

e
 fu

tu
re

 re
s
u
lts

.  T
h
e
re

 is
 n

o
 g

u
a
ra

n
te

e
 th

a
t th

is
 in

v
e
s
tm

e
n
t s

tra
te

g
y w

ill w
o

rk
 u

n
d
e
r a

ll m
a
rk

e
t c

o
n
d
itio

n
s
.  A

s
 a

 re
s
u
lt o

f 
re

c
e
n
t m

a
rk

e
t a

c
tiv

ity, c
u
rre

n
t p

e
rfo

rm
a
n
c
e
 m

a
y
 v

a
ry fro

m
 th

e
 p

e
rfo

rm
a
n
c
e
 re

fe
re

n
c
e
d
 in

 th
is

 re
p
o
rt.

F
o
r m

u
tu

a
l fu

n
d
s
, th

e
 in

v
e
s
tm

e
n
t re

tu
rn

 a
n
d
 p

rin
c
ip

a
l v

a
lu

e
 o

f a
n

 in
v
e
s
tm

e
n
t w

ill flu
c
tu

a
te

 s
o
 th

a
t a

n
 in

v
e
s
to

r�s
 s

h
a
re

s
, w

h
e
n
 re

d
e
e

m
e
d

, m
a

y
 b

e
 w

o
rth

 m
o
re

 
o
r le

s
s
 th

a
n
 th

e
ir o

rig
in

a
l c

o
s
t.  T

o
 o

b
ta

in
 p

e
rfo

rm
a
n
c
e
 in

fo
rm

a
tio

n
, c

u
rre

n
t to

 th
e
 m

o
s
t re

c
e
n
t m

o
n

th
-e

n
d
, p

le
a
s
e
 c

o
n
ta

c
t th

e
 fu

n
d
 d

ire
c
tly a

t th
e
 w

e
b

s
ite

 s
e
t 

o
u
t o

n
 th

e
 c

o
v
e
r p

a
g
e
 o

f th
is

 re
p
o

rt.  

B
e
n

c
h

m
a
rk

 in
d

e
x

D
e
p
e
n
d
in

g
 o

n
 th

e
 c

o
m

p
o
s
itio

n
 o

f yo
u
r a

c
c
o
u
n
t a

n
d
 yo

u
r in

v
e
s
tm

e
n
t o

b
je

c
tiv

e
s
, a

n
y in

d
ic

e
s
 s

h
o
w

n
 in

 th
is

 re
p
o
rt m

a
y n

o
t b

e
 a

n
 a

p
p
ro

p
ria

te
 m

e
a
s
u
re

 fo
r 

c
o
m

p
a
ris

o
n
 p

u
rp

o
s
e
s
 a

n
d
 a

re
 th

e
re

fo
re

 p
re

s
e
n
te

d
 fo

r illu
s
tra

tio
n
 o

n
ly

.

In
d
ic

e
s
 a

re
 u

n
m

a
n
a
g
e
d
.  T

h
e

y
 d

o
 n

o
t re

fle
c
t a

n
y
 m

a
n

a
g
e
m

e
n
t, c

u
s
to

d
y, tra

n
s
a
c
tio

n
 o

r o
th

e
r e

x
p
e

n
s
e
s
, a

n
d
 g

e
n
e
ra

lly a
s
s
u
m

e
 re

in
v
e
s
tm

e
n
t o

f d
iv

id
e
n
d
s
, 

a
c
c
ru

e
d
 in

c
o
m

e
 a

n
d
 c

a
p
ita

l g
a
in

s
.  P

a
s
t p

e
rfo

rm
a

n
c
e

 o
f in

d
ic

e
s
 d

o
e
s
 n

o
t g

u
a
ra

n
te

e
 fu

tu
re

 re
s
u
lts

.  Y
o

u
 c

a
n
n
o
t in

v
e
s
t d

ire
c
tly

in
 a

n
 in

d
e

x
.  

P
e
rfo

rm
a
n
c
e
 o

f in
d
ic

e
s
 m

a
y b

e
 m

o
re

 o
r le

s
s
 v

o
la

tile
 th

a
n
 a

n
y in

v
e
s
tm

e
n
t p

ro
d
u
c
t.  T

h
e
 ris

k
 o

f lo
s
s
 in

 v
a
lu

e
 o

f a
 s

p
e
c
ific

 in
v
e
s
tm

e
n
t (s

u
c
h
 a

s
 w

ith
 a

n
 

in
v
e
s
tm

e
n
t m

a
n
a
g
e
r o

r in
 a

 fu
n
d

) is
 n

o
t th

e
 s

a
m

e
 a

s
 th

e
 ris

k
 o

f lo
s
s
 in

 a
 b

ro
a
d
 m

a
rk

e
t in

d
e
x
.  T

h
e
re

fo
re

, th
e
 h

is
to

ric
a
l re

tu
rn

s
 o

f a
n
 in

d
e
x
 w

ill n
o
t b

e
 th

e
 

s
a
m

e
 a

s
 th

e
 h

is
to

ric
a
l re

tu
rn

s
 o

f a
 p

a
rtic

u
la

r in
v
e

s
tm

e
n
t p

ro
d
u
c
t.  

O
th

e
r d

a
ta

 
P

o
rtfo

lio
 a

n
a
lys

is
 m

a
y b

e
 b

a
s
e
d
 o

n
 in

fo
rm

a
tio

n
 o

n
 le

s
s
 th

a
n
 a

ll o
f th

e
 s

e
c
u
ritie

s
 h

e
ld

 in
 th

e
 p

o
rtfo

lio
.  F

o
r e

q
u
ity p

o
rtfo

lio
s
, th

e
 a

n
a

lys
is

 typ
ic

a
lly re

fle
c
ts

 
s
e
c
u
ritie

s
 re

p
re

s
e
n
tin

g
 a

t le
a
s
t 9

5
%

 o
f p

o
rtfo

lio
 a

s
s
e
ts

. T
h
is

 m
a

y d
iffe

r fo
r o

th
e

r s
tra

te
g
ie

s
, in

c
lu

d
in

g
 th

o
s
e
 in

 th
e
 fix

e
d
 in

c
o
m

e
 a

n
d

 s
p
e
c
ia

lty a
s
s
e
t c

la
s
s
e
s
, 

d
u
e
 to

 a
v
a
ila

b
ility

 o
f p

o
rtfo

lio
 in

fo
rm

a
tio

n
.  

O
th

e
r d

a
ta

 in
 th

is
 re

p
o
rt is

 a
c
c
u
ra

te
 a

s
 o

f th
e
 d

a
te

 th
is

 re
p
o
rt w

a
s
 p

re
p
a
re

d
 u

n
le

s
s
 s

ta
te

d
 o

th
e
rw

is
e
.  D

a
ta

 in
 th

is
 re

p
o
rt m

a
y b

e
 c

a
lc

u
la

te
d
 b

y th
e
 in

v
e

s
tm

e
n
t 

m
a
n
a
g
e
r, M

o
rg

a
n
 S

ta
n
le

y W
e
a
lth

 M
a
n
a
g
e
m

e
n
t o

r a
 th

ird
 p

a
rty

 s
e
rv

ic
e
 p

ro
v
id

e
r, a

n
d
 m

a
y b

e
 b

a
s
e
d
 o

n
 a

 re
p

re
s
e
n
ta

tiv
e
 a

c
c
o
u
n
t o

r a
 c

o
m

p
o
s
ite

 o
f a

c
c
o
u
n
ts

.   

S
e
c
u

ritie
s
 h

o
ld

in
g

s
H

o
ld

in
g
s
 a

re
 s

u
b

je
c
t to

 c
h
a
n
g
e
 d

a
ily, s

o
 a

n
y
 s

e
c
u

ritie
s
 d

is
c
u
s
s
e
d
 in

 th
is

 re
p
o

rt m
a

y
 o

r m
a

y
 n

o
t b

e
 in

c
lu

d
e
d
 in

 yo
u
r p

o
rtfo

lio
if y

o
u
 in

v
e
s
t in

 th
is

 in
v
e
s
tm

e
n
t 

p
ro

d
u
c
t.  Y

o
u
r p

o
rtfo

lio
 m

a
y a

ls
o
 in

c
lu

d
e
 o

th
e
r s

e
c
u
ritie

s
 in

 a
d
d
itio

n
 to

 o
r in

s
te

a
d
 o

f a
n

y s
e
c
u
ritie

s
 d

is
c
u
s
s
e
d
 in

 th
is

 re
p
o
rt.  D

o
 n

o
t a

s
s
u
m

e
 th

a
t a

n
y h

o
ld

in
g
s
 

m
e
n
tio

n
e
d
 w

e
re

, o
r w

ill b
e
, p

ro
fita

b
le

.  

S
o

u
rc

e
s
 o

f D
a
ta

M
a
te

ria
l in

 th
is

 re
p
o
rt h

a
s
 b

e
e
n
 o

b
ta

in
e
d
 fro

m
 s

o
u
rc

e
s
 th

a
t w

e
 b

e
lie

v
e
 to

 b
e
 re

lia
b
le

, b
u
t w

e
 d

o
 n

o
t g

u
a
ra

n
te

e
 its

 a
c
c
u
ra

c
y, c

o
m

p
le

te
n
e
s
s
 o

r tim
e
lin

e
s
s
.  

T
h
ird

 p
a
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On 2/11/2016 4:26 PM, Danny wrote: 
 
I spoke to an IRS tax attorney in Orlando and he said that i definitely should not be 
paying taxes on the pension.  He also advised that the 1099r should be firm 
documentation as to stating taxable amount of 0 and should not have the to be 
determined because IRS code 104 (a) (1) clearly defines the benefit for disabled officers 
and Firefighters injured in the line of duty.  He says he can amend my returns for 2012 
2013 2014 and 2015 but using him will cost me about $1000 to do it with the way the 
1099r's have been distributed.  Their firm would have to defend me and the amendment 
if the 1099r's are not corrected.  Which causes me even more financial harm that really 
should not be occurring.   
I really just want to get my stuff correct and future returns in alignment which i know you 
understand.  As i stated before i really appreciate your assistance.    
 
 
 
On 2/11/2016 10:52 AM, Danny wrote: 
Is there anyway i can get the attorney to complete a letter as to the statement that my 
disability is "in the line of duty" and is " Not Taxable".  This may be supporting 
documentation i need to have with my amended taxes.   
 
Thank you so much for you time and research on this issue  
 
 
 



On 1/4/2016 6:06 PM, Kenneth R. Harrison wrote: 

Chad/Karan 

Based on the information provided, concerning participant Harler it is our opinion that 
his retirement date should not include the period when he was not a” full-time police 
officer of the city” from 2/2/09 to 10/26/09, and therefore that he not be required to pay 
the employee contributions that would have been made during such period.  This is 
addressed in the definition of service provided in Section 54-122 and Section 54-
125(a)(4) of the plan document as provided below.  It is our opinion that section 5.11 of 
the civil service rules specifically applies to the benefits provided under the civil service 
rules and defers to the pension ordinance  on pension issues.  Our opinion is that Mr. 
Harler was not a full-time police officer of the city and therefore not entitled to earn 
service credit in the plan during said period.  A formal opinion letter will follow.    

  

  

Civil Service Rules  

5.11                        Reinstatement and Re-employment 

For determining any benefits under the provisions of these Civil 
Service Rules and Regulations, an employee’s length of service will 
be computed in completed calendar months from his/her last date 
of employment with the City.  However, should an employee be re-
employed within one (1) year of separation from service with the 
City, other than as a result of retirement from another position with 
the City, that employee may make application to the City Council to 
have previous years of service reinstated. Such application can 
only be made after the employee has completed two (2) years of 
service from the most recent date of employment.  Should this 
request be approved, the previous years of service shall be 
credited for annual leave accrual purposes and other provisions of 
the Civil Service Rules and Regulations which may have 
application concerning length of service.  Specifically excluded from 
this provision are retirement benefits as provided for in the City of 
Port Orange Code of Ordinances.   

  

Sec. 54-122. - Definitions. 



Service means years and completed months of full-time employment as a police officer of the 
city, commencing on the date of hire, during which a person contributes to the plan and for which the 
person is paid, or entitled to payment, by the city: 

(1)            For the performance of duties; 
(2)            For reasons other than the performance of duties, including 
vacations, holidays, temporary disability, illness, jury duty, military duty, 
administrative leave, paid leave or approved leave of absence; or 
(3)            As the result of back pay being awarded, or agreed to, by the city, 
irrespective of mitigation of damages. 
Service includes time spent in the military service of the United States or United States 
Merchant Marine by a police officer on leave of absence; provided that the police officer 
must have reentered the city's police service within one year of the date of release from 
service and is entitled to reemployment under the provisions of the Uniformed Services 
Employment and Reemployment Rights Act. The amount of service shall be 
ascertained from the most accurate records available, including records of hours, work 
shifts, days or weeks for which payment is made or owing, as reported to the board of 
trustees. Service shall be credited for each year for which duties were performed, or, if 
no duties were performed, then during the year for which the payment relates. 

  

Sec. 54-125. - Loss of credits. 

(a)            Breaks in service. A break in service shall occur when a participant is no longer 
employed by the city as a full-time police officer. A break in service shall not occur if the participant is 
not employed due to the participant: 

(1)   Entering into the armed forces of the United States or the 
United States merchant marine on leave of absence, provided the 
person is entitled to reemployment under the provisions of the 
Uniformed Services Employment and Reemployment Rights Act 
and returns to work in the police service of the city within one year 
of discharge, or within one year of discharge from a hospital, if the 
person was hospitalized at the time of separation from the armed 
forces; 
(2)   Being absent from work due to maternity or paternity leave as 

provided in section 54-122, or due to unpaid leave of absence approved by 
the city; 

(3)   Becoming temporarily totally disabled or receiving a disability 
benefit from the plan; or 

(4)   Terminating employment as a full-time city police officer and 
subsequently becoming reemployed as a full-time city police officer, 

https://www.municode.com/library/fl/port_orange/codes/code_of_ordinances?nodeId=PTIICOOR_CH54PE_ARTVPOPEFU_S54-122DE


provided that the employee did not receive a refund of the employee's 
accumulated contributions. 

(b)   Refund of contributions. A participant who is not vested and suffers a break in 
service shall be entitled to a refund of the participant's accumulated contributions without 
interest. 

(c)   Reentry into pension plan. 
(1)   A person who has been paid a refund of accumulated 
contributions and subsequently earns any vesting credits under the 
pension plan may repay to the pension plan the accumulated 
contributions previously received, plus interest on that amount at 
the actuarially equivalent interest rate, compounded annually, or 
such other amount as prescribed in section 411(c)(2)(d) of the 
Internal Revenue Code. Repayment of previously refunded 
accumulated contributions, plus interest, must be made within six 
months following re-employment as a full-time city police officer. 
(2)   Upon timely repayment of the refunded accumulated 

contribution, plus interest, the participant shall receive full credit under the 
plan for the relevant period of service. 

(Ord. No. 1993-43, § 5, 9-28-93; Ord. No. 1999-60, § 2, 1-18-00) 
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