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IN THE ROOM TODAY WE HAVE...

« Arepresentative from the Central Bank of Ireland
« Aformer UK Financial Conduct Authority Regulator
« Arepresentative from the Financial Ombudsman’s office
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REGULATORY STATEMENT

+ Portfoliometrix Asset Management Ltd is authorised and regulated by the Financial Conduct Authority.
This publication is intended for Investment Professional and Financial Adviser use only. It is not
intended for Retail Clients. The information contained is given for information purposes only and is not
intended to constitute financial, legal, tax, investment or other professional advice and should not be
relied upon as such. Investments can go down as well as up and past performance is not a guide to the
future

+ Fermat Point Limited, trading as PortfolioMetrix Ireland is regulated by the Central Bank of Ireland.
+ PortfolioMetrix Asset Management (London): 3rd Floor, 1 Catherine Place, London SW1E 6DX.

+ PortfolioMetrix Asset Management Ltd is authorised and regulated by the Financial Conduct Authority
(FCA) in the United Kingdom and is regulated by the Central Bank of Ireland for Conduct of Business
Rules.

* PortfolioMetrix (Pty) Ltd is an Authorised Financial Services Provider in South Africa.
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LAUNCHED IN 2010 - A NEW ERA OF PERSONALISED INVESTMENT PORTFOLIOS

WORLD CLASS
INVESTMENT
PROPOSITION
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KEY CHARACTERISTICS OF OUR PARTNER FIRMS

Business evolving

Embracing change

Growing rapidly

Regulation and process de-risk

Focus on financial planning

Desire to outsource investments to specialists
Aiming to be a respected and trusted adviser
Understanding that technology is an enabler



THE PROBLEM FOR FINANICAL PLANNERS TODAY

“88% of consumers say they need help
to achieve their goals”

“Only 30% of clients say
they ONLY pay for
investment performance”

Source: Vanguard, ‘The Economics of Loyalty’ Adviser Impact, 2011.
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THE EVOLUTION OF THE FINANCIAL SERVICES INDUSTRY

Traditional Model

Product Manufacturer

Commissions

IFA

(Salesperson,

Sell

Proprietary Products

Customer

Dan Wheeler, 1990
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THEMATIC INVESTING DOESN’T WORK
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THEMATIC INVESTING DOESN’T WORK

We examined 7 thematic funds launched by the same
Insurance Company.

Only one outperformed the FTSE All World Index from
the launch of the fund until today ..

However, one under-performed
by over 160% over 8 years.
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EVOLUTION OF PORTFOLIO MANAGEMENT

PERSONALISATION

INCVEENSTTF?IE INDIVIDUALLY MASS TAILORED
MANAGED PORTFOLIO
ACCOUNTS MANAGEMENT

SECURITIES
2010++
STANDARD
PORTFOLIO PORTFOLIO P'—;;ggg”
CENTRIC SOLUTIONS M ODEL
PORTFOLIOS

1990’ies
PRODUCT

CENTRIC UNIT TRUST

PRODUCTS

RETAIL
INVESTOR

MANUAL OPERATIONAL OPERATIONAL SCALE

CONSTRAINED ‘UNCONSTRAINED’
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http://financialsimplicity.blogspot.co.uk/2012/03/evolution-in-wealth-management.html
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THE EVOLUTION OF THE FINANCIAL SERVICES PROFESSION

Traditional Model Adviser Model
Product Manufacturer —
= Some of this is
<
Commissions Fees 2

not directly
regulated
IFA
(Salesperson, Adviser

Independent
Investment Solutions

Asset Class Funds

Sell

Proprietary Products

Customer

Dan Wheeler, 1990
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THE FUTURE OF FINANCIAL PLANNING

SELLING ~ mEmmmmm)  COACHING
PRODUCTS EEEEEEEE)  PLANNING
TEMPLATES HEEEEEEE)  PERSONALISATION
SUITABILTY EEEESEEE)  FIDUCIARY

Source: The Personal Finance Society
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REAL FINANCIAL PLANNING

Real financial Planning
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PRACTICAL FINANCIAL PLANNING

The investment portfolio is focused on the client’s needs, goals and values
*  Objective setting (goals and values)
 Risk Assessment (need & willingness to take risk, capacity for loss)

 Asset Allocation (selecting the portfolio to meet these needs)

All form the bedrock upon which a client’s investment portfolio is constructed.
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THEMES

 The goal of an investment in a Financial Plan

* The Irish Market: Cost transparency or lack thereof

* Risk Profiling: Need, Willingness and Capacity for loss
* Realistic expectations: projected future returns

* How to assess Capacity for loss

e Qutsourcing and the suitability gap

* Shoehorning and model portfolios

* Risk separation and ESMA defined models

* Taxation and reporting obligations

PORTFOLIOMETRIX



THE GOAL OF ANY INVESTMENT IN FINANCIAL PLANNING

“Maximise long term returns subject to the
needs, constraints and objectives of the end
client”

PORTFOLIOMETRIX



THE GOAL OF ANY INVESTMENT IN FINANCIAL PLANNING

The three dimensions of risk:

Need for a particular return
Capacity to absorb risk
Willingness to take risk

PORTFOLIOMETRIX



WHAT RETURN DO | NEED?

FV = €2
€
millions Portfolio
compounding at ?%
per year
PV=€1 =
0 Time: years 10

PortfolioMetrix 21 PORTFOL'OMETR'X



WHAT RETURN DO | NEED?

FV = €2
€
- Portfolio compounding
mitiions at 7.2% net per year
will double your money
in 10 years
PV=€1 =
0 Time: vyears 10
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THE REAL WORLD IS MORE COMPLEX

FV = €2 Cashflows
€

millions
Fees and expenses

PV=€1 =
Taxes
Withdrawals

0 Time: years 10
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THE REAL WORLD IS MORE COMPLEX

u Cash Flow Reports - O x

‘ Asset Value Graph ‘ Net Cash Flow Graph | Balance Sheet | Cash Flow Statement | Current Asset Breakdown | Assets and Returns | Asset Class Look Through
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HOW DO YOU MAP THE CASHFLOW TO THE PORTFOLIO?

£12.00
€10.8m
€10.00 -
£8.00 £8.6m
£6.8m
w ~
s 0 ?V
= - €5.4m
E = Cr
€4.00 ad €4.5m
£3.4m
£2.00
£0.00
Yeard Years Year 10 Year 15 Year 20 Year 25
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WHICH PORTFOLIO DO | NEED?

What do you mean by risk?

How do you measure client’s risk tolerance?

How do you estimate future expected returns?

How do you measure capacity for loss?

How do you build or select an appropriate investment portfolio?
How do you map the client’s risk profile to a third-party model?

How do you avoid shoehorning client’s into unsuitable models?
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THE CHALLENGE OF ACTUALLY DOING THIS

F EETTER Interactive Scatter Chart ANALYTICS
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CAN WE RELY ON PORTFOLIOS TO BE STABLE OVER TIME?

5 Year ESMA Rating Data Periods

Portfolio 1970-1974 1975-1979 1980-1984 1985-1989 1990-1994 1995-1999 2000-2004 2005-2009 2010-2014 1970-2015
Structured Conservative Portfolio 3 3
Structured 30% Risk Portfolio 3 3

Structured 40% Risk Portfolio
Structured Balanced Portfolio
Structured 60% Risk Portfolio
Structured 70% Risk Portfolio
Structured Growth Portfolio
Structured Equity Portfolio
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Stable Risk Rating
Decreasing Risk Rating

Increasing Risk Rating
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PROJECTED RETURNS &
MANAGING REALISTIC EXPECTATIONS

(PAST PERFORMANCE IS NO GUARANTEE OF
FUTURE RETURNS)



WHERE DO INVESTMENT RETURNS COME FROM?

DaINg

£ WHILE LOOEING
= IN THe&

—

r = REAR- VIEW

—

ZNVESTiING

CAES A& LOoT OF
ALLDENTS

BehaviorGap.com
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THE DYNAMIC NATURE OF BOND YIELDS

PortfolioMetrix

10 year Covernment Bond Interest Rates
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Eurozone and UK 10-year Government Bond Yields
January 1993 to October 2011

Source: European Central Bank Statistical Data Warehouse

Cermany - black Ireland - green

France - blue artugal - brown

gent Greece - red

UK - purple

«— Euro introduced Lehman collapse —»
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ESTIMATING FUTURE BOND RETURNS

» Between 1928 and 2014 Since 1926 the entry yield on the

« US Treasury Bonds 10-year treasury explains 92% of US Generic Govt 10 Year Yield
returned average the annualized return an investor USGGI0YR:IIND
6.24%pa would have earned over the next

decade 21 501 odc.)g;?o

’ h/ttp:d//WWV(\j/.st/err}.dnvu.ed John C. Bogle, founder and former
u/—adamodar/pc/dataset chairman of Vanguard Group

s/histretSP.xls Source Bloomberg 11/11/16

According to Blackrock, 30% of all Global Sovereign Bonds now pay NEGATIVE interest rates

S— PORTFOLIOMETRIX
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REALISTIC EXPECTATIONS

Premium with T-Statistics Matrix
Annual data : 01/1970 - 12/2012: Default Currency: DMY

6.3% |
Historical average annual | Gross expected Do
premium over Euro Short | average annual 6.0% 1
Term Rate of 5.42%pa’ | portfolio return 3.7%
- - — - 5.4% |
Conservative Structured Portfolio 1.77 3.25%pa < 1o
T-stat 1.92 4.8% 1
30% Risk Structured Portfolio 2.25 3.75%pa é 45% G: CPI+5.05%
)
T-stat 1.87 o 2% (M: CPI+4.10%)
Y] " KT - S 3.9%
40% Risk Structured Portfolio 2.88 4.25%pa EJ °
3.6%
T-stat 1.87 E 3.3%
Balanced Structured Portfolio 351 5.00%pa I% 3.0%
T-stat 1.87 2.7%
- - - 2.4%
60% Structured Portfolio 4.03 5.50%pa o
. 0
T-stat 1.81 1.8%
70% Structured Portfolio 4.61 6.00%pa 1.5%
T-stat 1.79 1.2%
Growth Structured Portfolio 5.12 6.50%pa 1% 2% 3
T-stat 175 Expected Risk
o T Risk Score 84

Note that between 1959 and 2012 the average money market return was 5.28%pa and German Consumer Price Inflation averaged 2.73%pa. Source: Deutsche Bundesbank
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ASPECTS OF CAPACITY FOR LOSS: TIME HORIZON



INVESTOR’S TIME HORIZON

Portfolio Risk Score for IR Score of 51
100 |

ao |
Bl |

40 |

Portfolio Risk Score

200 |
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INVESTMENT TIME HORIZON (9 years+)

Efficient Frontier Adjusted for Risk Effects

Target Asset Allocation
[ Cash & Stable
Income-Assets: Global Property:
4.6% 3.9% Emerging
Global Gov
_ = Market Equities:
69 Bonds: 6.0%\ 5%
PACIFIC ex
Japan Equities:
5o 1.7%
—
+ Global Corporate Japan Equities:
— ) 0
o 5% | G: CPI+4.43% Bonds: 13.8% 5.5%
= {N: CP1+3.67%)
-
= 4%
= UK Equities:
] 5.5%
o
4%
B
i1}
i
8 3%
L Global High
> Yield: 11.2% Europe ex-UK
LI Equities: 10.0%
3%
204 Emerging
Market Bonds:
4.8%
-
0, \
2 ‘fa g US Equities:
g 23.4%
1%

2% 4% 6% 8% 10% 12% 14% g%

Expected Risk

Risk Score e '
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INVESTMENT TIME HORIZON (5 years)

Efficient Frontier Adjusted for Risk Effects

Target Asset Allocation
o
6.0% Cash & Stable
Iﬂcor;les-g}ssets: Global Property:
Global G -0 _ 3.9% Emerging
5.3% A Bonud:: 6.;2’(& Market quu\t\es:
\ 5%
PACIFIC ex
S,O?Jrg 1 Japan Equities:
. 1.7%
+
o G: CPI+4.43% Global Corporate Japan Equities:
O, 4,59 4 = = Bonds: 13.8% 5.5%
-
Bt (MN: CPI+3.67%)
-
L !
4.0%
=}
= UK Equities:
o 5.5%
© 3.5% |
=
a
2 3.0% |
Q Global High
LLJ Yield: 11.2% Europe ex-UK
2.5?’5 1 Equities: 10.0%
2.0% 1
Emerging
Market Bonds:
= 4.8%
1.5% - o \
g US Equities:
g 23.4%
1.0% - ]
2% 4% 6% 8% 10% 12% 14% 16%
Expected Risk
Risk Scars = o1
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INVESTMENT TIME HORIZON (5 years)

Efficient Frontier Adjusted for Risk Effects

Target Asset Allocation
6.0% Global Property: Ermerging
Cash & Stable 3'%% Market Equities:
Income-Assets: 7.3%
5.5% 1 17.7% PACIFIC ex
Japan Equities:
1.5%
Japan Equities:
_ 5.0% - 3%
i UK Equities:
4.3%
o |
& 4.5% Global Gov
—t Bonds: 6.0%
€ 400% | G: CPI+3.94%
=] {N: CPI+3.17%) Europe ex UK
o Equities: 7.7%
* 3.5% |
8
)
2 3.0% 4
e Global Corporate
b Bonds: 14.0%
LLI
2.5% 1
N
US Equities:
2.0% 1 18.0%
Global High
1.5% - o Yield: 11.8% Emerging
g Market Bonds:
a?. 4.2%
1.0% - :
2% 4% 6% 8% 10% 12% 14% 16%
Expected Risk
Risk Score e 456
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SMOKE AND MIRROR FUNDS: LACK OF
TRANSPARENCY IN THE IRISH MARKET



SMOKE AND MIRROR FUNDS

F o S— ANALYTICS

INFORMED

16 Devember X015

Pricing Spreadt Bad Bad o Dats Frequency: Dudy & Cormency: Euos

Luxembourg domiciled
UCITS vs Irish Unit Linked
version of the identical
fund over 10 years
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SMOKE AND MIRROR FUNDS

Over the 10 years ending 15t December 2015, the difference in performance
between these two investments was 28.92% or 2.57%pa

The TER of the Luxembourg domiciled fund was 1.59%* therefore the total implied
cost of investing is :

TER 1.59% plus the difference in performance 2.57% = 4.16%pa

The worst example we found over a 6 year period was 5.8%pa

1.Source: Morningstar
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SMOKE AND MIRROR FUNDS

Assumed 6.5% Annualised Return over 30 Years

£5,000,000 1
* Fees matter.
« Over long time periods, high £4,000.000 1
fees can be a significant drag
on wealth creation. 8 % Fee
5 £3,000,000 1 3£2,8F06.794
£2,000,000
£ 1,000,000

1 Year 3Years 5Years 10Years 20 Years 30 Years
Time
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OUTSOURCING AND THE SUITABILITY GAP

P i UG W\{%@
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OUTSOURCING AND THE SUITABILITY GAP

PortfolioMetrix

DIM Suitability Investment Suitability Ongoing Suitability
Operating
Suitability of | Suitabilit On-goin, Ongoin On-goin
Frameworks ] . . VI Y Suitability of | 8 ”g g 'g g 'g
Selection | Appropriateness | client specific of ol suitability | monitoring | monitoring
ortfolio
of DIM of DIM service portfolio portfolio P . of of DIM of DIM
) transactions ) . )
construction | or strategy portfolio service selection
selection
Model A Adviser Adviser DIM DIM DIM DIM Adviser Adviser
Direct or
DIm
Model B ) . . . .
Adviser Adviser DIM or DIM or DIM Adviser Adviser Adviser
Hybrid . .
Adviser Adviser
Model C
Agen( Adviser Adviser Adviser Adviser DIM or Adviser Adviser Adviser >
Client \ Adviser
Model D
Outsourced | Adviser Adviser Adviser/ Adviser/ Adviser/ Adviser/ Adviser Adviser
Solution Dim Dim DIm DIMm
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OUTSOURCING AND THE SUITABILITY GAP

“Where a firm refers investment selections to a
discretionary manager, both the introducing firm and
the discretionary management firm have obligations
to ensure that a personal recommendation or a
decision to trade is suitable for the client. The
obligations on each party will depend upon the nature
and extent of the respective service provided. Both
parties should be clear on their respective service, and

Guidance consultation

ensure they meet the corresponding suitability
obligations. If either or both parties are not clear,
there is a risk that clients may receive unsuitable |

advice and/or have their portfolios managed [ENNAHSULE
inappropriately”

Assessing suitability:

April 2012
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INVESTMENT PROCESS



\SS“ ALLOCA Tfﬂ,y

£

INVESTMENT MANAGEMENT PROCESS

2y
“P15g110 goustad

Average Sources of Return Variability

1.8% 2.1%
4.6%

* Strategic asset allocation drives risk and
to a large degree return

* Asset Allocation is thus the foundation of
all we do

—
91.5%

i Strategic Asset Allocation M Security Selection M Tactical Asset Class Tilts B Other

“

Source: Gary P. Brinson, L. Randolph Hood and Gilbert L. Beebower, “Determinants of Portfolio Performance”, Financial Analysts Journal, July-August 1986, pp. 39-44; and

R
N dNad D DECDOW n
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INVESTMENT MANAGEMENT PROCESS

Black Litterman Model

Generates an Efficient Frontier with:

o 5 of « Diversified Asset Allocations
%/
e Stable Asset Allocations
\'\ S ' i * Portfolios that incorporate Market Views
= - T Controlled Risk/Return Separation

S— PORTFOLIOMETRIX



INVESTOR PREFERENCES

ll}Dimensional smart | Active

DIMENSIONAL FUND ADVISORS LTD. M a n a e m e nt
Beta 8

pOWGI’ SHARES
WISDOMTREE' BLACKROCK"
Ethical or =
socially ﬁ' Vanguard
Responsible
Considerations
Cost
CANDRIAM A | ourelees
LMYESTORS OROUP @ Responsibitiy

PortfolioMetrix

PIMCO
Aberdeen

Simply asset management.

JU%TER

Taxation
Considerations
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INVESTMENT MANAGEMENT PROCESS

&
=
=
)
=
™
-
)

*  Cheap Passive or Costlier Active/Factor
. Other Preferences: Smart Beta, Ethical, Tax

_-== Successful Active/Factor Implementation

Efficient Frontier (Asset Allocation)
_,.——"— Passive Implementation

e Unsuccessful Active/Factor Implementation
PPl (Bad Passive Implementation)

Expected Return

Expected Risk
PORTFOLIOMETRIX
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INVESTMENT MANAGEMENT PROCESS )

ADVISER ASSESSES

CLIENTS NEEDS

_____________
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INVESTMENT MANAGEMENT PROCESS )

ADVISER TRANSLATES

CLIENTS NEEDS

PLATFORM n PRODUCT n

Sl CURRENCY ACTIVE/ ABSOLUTE
= ’ PASSIVE RETURN
- I
:FT, I A A A
I
o I
. @ ® | ©
!
) : INCOME FACTOR ETHICAL
: BASED

EXPECTED RISK (%]

)

®)
®)
®)
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INVESTMENT MANAGEMENT PROCESS

THE CUSTOM PORTFOLIO

Cash & Stable Income Assets

Emerging Market

Equities
Pacific Equities
l . Ex-Japan

ASSET
ALLOCATION

am

Europe Equities Ex-UK .

Global Corporate Bonds

Japan Equities

Emerging
Market Bonds

Global
High Yield ---

" UK Equities

PortfolioMetrix

T ALLOCA

2 N
PHrka10 pons

Cash & Stable Income Asset Fund

Global Corporate

Bond Fund 2 )
5 Emerging Markets Fund 1

Global Corporate : Emerging Markets Fund 2
Bond Fund 1 .
Pacific Equity
- Ex-Japan Fund
Global High _ ‘ '
Yield Fund FUND - Japan Equity Fund

Market
Bond Fund

Emerging .. ' SEI.ECTION

UK Equity Fund 1

= 4

UK Equity Fund 2

Europe Equity Ex-UK Fund :
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MODEL PORTFOLIOS CARRY SHOEHORNING AND SUITABILITY RISKS
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RISK SEPARATION
WHAT IS IT AND WHY DOES IT MATTER?



RISK SEPARATION

A good risk separation based
investment approach generates
predictable risk and return separation
of portfolios...

Model é Selected 00
RESULTS STACK UP
____________________ ON A HISTORICAL
RISK/RETURN
BASIS?

EXPECTED RETURN

EXPECTED RISK

/ Efficient Frontier [l Model Portfolios

S— PORTFOLIOMETRIX




RISK SEPARATION

Our risk separation based investment

. . GOOD RISK AND RETURN SEPARATION
approach generates predictable risk WITH PORTFOLIOMETRIX
and return separation of portfolios...

> Model 6

Performance

DO THE
Model 6 Selected

HISTORIC RETURN

RESULTS STACK UP
ON A HISTORICAL
RISK/IRETURN
BASIS?

HISTORIC RISK

EXPECTED RETURN

EXPECTED RISK

/ Efficient Frontier [l Model Portfolios
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RISK SEPARATION

Our risk separation based investment

. . GOOD RISK AND RETURN SEPARATION
approach generates predictable risk WITH PORTFOLIOMETRIX
and return separation of portfolios...

> Model 6

g Performance
p=)
&
o
o
Model 6 Selected LWL 2 S
e
oden b oelecte RESULTS STACK UP YT
ON A HISTORICAL
RISK/RETURN
£ BASIS?
=} HISTORIC RISK
=
w
x
a BAD, UNPREDICTABLE RISK
'5 AND RETURN SEPARATION
w
o
i g
=]
&
Q
o
o
&
ES
EXPECTED RISK »
Model 6
/ Efficient Frontier [l Model Portfolios Performance

HISTORIC RISK
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RISK SEPARATION
UK MARKET ANALYSIS

' POLLING STATION



BAD RISK SEPARATION

1 YEAR 2 YEARS 3 YEARS

Risk | Return Scatter Chart Oct-2015 to Sep-2016 Risk | Return Scatter Chart Oct-2014 to Sep-2016 Risk | Return Scatter Chart Oct-2013 to Sep-2016
35.0% 16.0% 16.0%
30.0% 14.0% - - 14.0%
12.0% —
25.0% R
10.0% - _ t00x
c c =
5 w00% S so% 2
& & & 8.0%
T 15.0% : T e0% g
= 3 = 6.0%
2 jom% 2 ao% g
< 2 < a0%
2.0%
5.0% 2.0%
0.0% - :
0.0% L R Zn%n.o% 20%  40% . 6.0%  B8.0%  10.0% 120% 14.0% 16.0% oo |
0.0%  20% 40%  6.0%  8.0% 10.0% 12.0% 140% 1. -2 of 0%  40%  60%  BU%  100% 12.0% 140%  15.0%
50% Risk (Volatility) -4.0% Risk (Volatility) 20% Risk (Volatility)
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BAD RISK SEPARATION

1YEAR 2 YEARS 3 YEARS

Risk / Return Scatter Chart Oct-2015 to Sep-2016 Risk [ Return Scatter Chart 0ct-2014 to Sep-2016 Risk | Return Scatter Chart 0ct-2013 to Sep-2016
25.0% 14.0% 12.0%

12.0%

10.0%
20.0%
10.0%
8.0%
- £ <
2 15.0% 2 ]
7] 7] 8.0% g
(=3 o (=3
b T T 6.0%
4 0 @
g T 6.0% g
2 100% o E
2 2 < 0%
4.0%
5.0%
2.0% 2.0%
0.0% 0.0% 0.0%
0.0% 2.0% 4.0% 6.0% 8.0% 10.0% 0.0% 2.0% 4.0% 6.0% 8.0% 10.0% 0.0% 2.0% 4.0% 6.0% 8.0% 10.0%
Risk (Velatility) Risk (Volatility) Risk (Volatility)

PortfolioMetrix PORTFOL'OM




BAD RISK SEPARATION

1YEAR 2 YEARS 3 YEARS

Risk | Return Scatter Chart Oct-2015 to Sep-2016 Risk | Return Scatter Chart Oct-2014 to Sep-2016 Risk | Return Scatter Chart 0ct-2013 to Sep-2016
25.0% 14.0% 12.0%

120% 10.0%
20.0%
10.0%
8.0%
£ £ £
2 15.0% E 5
g 7] 8.0% 9
o [~ (-4
b ks B 60%
@ @ a
g T 6.0% &
2 100% 2 2
2 2 2 o
4.0%
5.0%
i 2.0%
0.0% 0.0% 0.0%
0.0% 2.0% 4.0% 6.0% 8.0% 10.0%  12.0%  14.0% 0.0% 2.0% 4.0% 6.0% 8.0% 10.0% 12.0% 0.0% 2.0% 4.0% 6.0% 8.0% 10.0% 12.0%
Risk (Volatility) Risk (Volatility) Risk (Volatility)

PortfolioMetrix PORTFOL'OM




BAD RISK SEPARATION
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BAD RISK SEPARATION
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BAD RISK SEPARATION
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BAD RISK SEPARATION

1YEAR 2 YEARS 3 YEARS

Risk | Return Scatter Chart Oct-2015 to Sep-2016 Risk | Return Scatter Chart 0ct-2014 to Sep-2016 Risk | Return Scatter Chart Oct-2013 to Sep-2016
30.0% 12.0% 12.0%

25.0% 12.0% 10.0%
-'-‘
L
.~ 10,006

20,0% 8.0%
= c c
3 2 !
al [7] 8.0% )
o o o
T 15.0% T T 60%
G il %]
g g 6.0% 5
c e C
c E C
< 10.0% < 4.0%

4.0%
5.0% 20% 2.0%
0.0% 0.0% 0.0%
0.0% 2.0% 4.0% 6.0% 8.0% 10.0%  12.0%  14.0% 0.0% 2.0% 4.0% 6.0% 8.0% 10.0%  12.0%  14.0% 0.0% 2.0% 4.0% 5.0% 8.0% 10.0% 12.0%
Risk {Valatility) Risk (Vo latility) Risk {Valatility)

PortfolioMetrix PORTFOL'OM




Annualized Return
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BAD RISK SEPARATION
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BAD RISK SEPARATION
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BAD RISK SEPARATION
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BAD RISK SEPARATION
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IRISH MARKET ANALYSIS



GOOD RISK SEPARATION
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BAD RISK SEPARATION
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BAD RISK SEPARATION

Pricing Spread: Bid-Bid « Currency: Euros
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BAD RISK SEPARATION
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BAD RISK SEPARATION
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GOOD RISK SEPARATION (BUT NO CIGAR
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GOOD RISK SEPARATION (BUT NO CIGAR)
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GOOD RISK SEPARATION (BUT NO CIGAR)
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GOOD RISK SEPARATION (BUT NO CIGAR)
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TAXATION




“Tax isn't my \:
problem” |

PORTFOLIOMETRIX



FORM 8D



REVENUE REPORTING OBLIGATION

e Anintermediary acting in, or in Form 8D
connection with, the acquisition of a Return of Third Party Information
material interest in an Offshore by Intermediaries in relation to Offshore Products
PrOd UCt. Tax Reference Number ‘ D D DD D D D D D

Remember to quote this
* €2000 fine per unreported transaction par-oulp—eapi s
Revenue office

Return Address: Completed forms should be sent to the company’s Use any envelope and
local Revenue office. If you are unsure of the correct | write “Freepost” above
return address use the Contact Locator on Revenue’s | the address

website www.revenue.ie

NO STAMP REQUIRED
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KEY ISSUES FOR SUITABILITY

« Consider objectively their clients’ needs and objectives;

» Collect necessary information on their clients’ existing investments and the recommended
new investments, such as the product features, tax status, costs and performance of the
underlying investments; and

* Implement a robust risk-management system to mitigate the risk of unsuitable advice and
poor client outcomes.

Assessing suitability FSA Paper July 2012
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“There are no solutions.

There are only trade-offs.”

IF IT WERE EASY,
- Thomas Sowell IT WOULD HAVE

NO VALUE

BILL TOOMEY
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FUND TAXATION IN IRELAND

January 2001 31 December 2008 23%
1 January 2009 7 April 2009 26%
8 April 2009 21 December 2010 28%
1 January 2011 31 December 2011 30%
1 January 2012 31 December 2012 33%
1 January 2013 31 December 2013 36%

On or after 1 January 2014

Capital Gains Tax Remains at 33% Sunday Business Post Jan 11t 2015
http://www.revenue.ie/en/practitioner/ebrief/2015/n0-452015.html
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MAXIMUM TAX RATES 2017

Source: Kennelly Tax Advisers

KENNELLY

Tax Afjuisers

A

Max tax rate

43%
43%
55%
55%
55%
41%
55%
41%
55%
33%
Exempt

Income type

METRIX




HOW SIGNIFICANT IS THE PLANNING OPPORTUNITY?

Gross roll up: Income tax/Capital Gains Tax:

 Levy of 1%  No Levy

« Exit Tax on income 41% * Income Tax at marginal rates could be 0%
« Exit Tax on gains 41% « Offset of CGT loses (0% or 33%)

« Exit Tax payable 8yrs and on death * No Tax on death

* Lack of transparency around charges  Lower TERsS/OCFs

For some investors you can add up to 4%pa

S— PORTFOLIOMETRIX




DIVIDEND WITHHOLDING TAX




DIVIDEND WITHHOLDING TAXES

“European index funds and exchange-traded funds
underperform their benchmarks by 50 to 150 basis
points per annum. The explanatory power of dividend
withholding taxes as a determinant of this
underperformance is at least on par with [that of] fund
expenses.”

The Performance of European Index Funds and Exchange-Traded Funds David
Blitz, Joop Huij, and Laurens Swinkels July 24, 2009
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DIVIDEND WITHHOLDING TAXES

At the underlying investment level

« Country in which the investment is situated will have an impact on

whether the investment is subject to any local taxes on income or capital
gains.

At the fund level

« There may be a direct tax on the investment in its country of domicile.
At the investor level

* |nvestor taxation in their home country

« |nvestor taxation in the country where the investment is situe

S— PORTFOLIOMETRIX



DIVIDEND WITHHOLDING TAXES

* Dividend “tax leakage” is a concern for any investor in
collective investment vehicles that own shares in overseas
equity markets.

 Tax leakage occurs when investors in a fund are forced to
suffer withholding taxes on dividends from the underlying
shares at a higher rate than would have applied if they had
purchased those shares directly.

PORTFOLIOMETRIX




DIVIDEND WITHHOLDING TAXES vs FUND EXPENSES

Tax Leakage vs. Fund Expense Ratios

M5CI World
MSC] Emerging Markets
STOXX Eurcpe 600 Banks

STOXX Eur. 600 B, Resources
STOXX Eur. 600 OIliGas

STOXX Europe 600 Telecoms
STOXX Eurape 600 Utllitles

Source: M50 & STOXX
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Dividend Withholding Taxes

Example
 Let’s consider two index funds investing in US Equities

 Fund A TER of 0.10%pa is domiciled in Luxembourg
* Fund B TER of 0.25%pa is domiciled in Ireland

* Which is better?

* Luxembourg doesn’t have a double tax treaty with the USA and therefore the
fund is liable to 30% DWT whereas an Irish fund is taxed at 15%

S— PORTFOLIOMETRIX



DIVIDEND WITHHOLDING TAXES

Example

» Let’'s assume they both invest in the S&P 500 and the dividend yield is 2%
 Fund A received a net dividend of 1.40%
 Fund B received a net dividend of 1.70%

Compare
* FUnd ATER 0.10% + 0.60% in taxes =0.70%pa
* Fund B TER 0.25% + 0.30% in taxes =0.55%pa

S— PORTFOLIOMETRIX




PORTFOLIOMETRIX

WWW.PORTFOLIOMETRIX.IE
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TELO1 539 7244
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IF SMART BETA IS SO CLEVER WHY NOT JUST DO
THAT?



Risk Factors Have Periods of Under- and Over-Performance

PortfolioMetrix
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Risk Factors Have Periods of Under- and Over-Performance

* From year to year, stocks with Value Premium
high book-to-market ratios and

30%

smaller market caps do not : I

always produce higher returns. ; l"'—."".—"-.-l'—--l. |—|l-'.|'-.-
« Over longer time periods, o

the size and value premiums e

are more prevalent. Size Premium

40%
30%

IlII ™ . nlie. m
0% [ ][ ]] -I.-- _..II.III. | l--. -

Return Premium

-10%
-20%
-30%

1975 1982 1989 1996 2003 2010

Our source of share price and listing information was the London Share Price Database (LSPD) maintained at the London Business School. The master index of this database covers
all listed stocks in the UK market since 1957. We selected stocks officially listed on the LSE and excluded foreign companies and investment trusts. To choose the value sectors we
rank the universe by book-to-market and approximately the top 30% is the value universe. The small sectors, we rank the universe by market capitalisation and approximately the
bottom 10% is the small universe. Copyright © 2003 Elroy Dimson, Stefan Nagel, and Garrett Quigley. UK research data provided by the London School of Business.
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UK Value vs. UK Market

Monthly: July 1955-December 2012

Rolling Time Periods 1 Year 3 Years 5Years 10Years 15Years 20Years 30Years 40 Years

Number of Periods 679 655 631 571 511 451 331 211

Periods UK Value > UK Market 464 501 514 542 501 451 331 211
050 o8% 100% 100% 100%

81%
T76%

68%

Percentage of All Rolling Periods Where UK Value Outperformed UK Market

Source: UK Market is the FTSE All-Share Index. FTSE data published with the permission of FTSE. UK Value simulated by Dimensional from
Bloomberg securities data, prior to 1994 data provided by London Business School. This material has been distributed by Dimensional

Fund Advisors Ltd., which is authorised and regulated by the Financial Conduct Authority. Past performance is no guarantee of future
results.
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UK Small vs. UK Market

10 15 20 30 40
Rolling Time Periods 1Year 3Years 5Years Years Years Years Years Years
Number of Periods 683 659 635 575 515 455 335 215
Periods UK Value > UK 457 462 461 453 412 356 334 215
Market

100% 100%

79% 80% 78%
87% 70%

73% I I I

Percentage of All Rolling Periods Where UK Small Outperformed UK Market

Source: UK Small simulated by Dimensional from StyleResearch securities data; prior to July 1981, Hoare Govett Smaller Companies Index, provided by the London
School of Business. UK Market is the FTSE All-Share Index. FTSE data published with the permission of FTSE. This material has been distributed by Dimensional Fund
Advisors Ltd., which is authorised and regulated by the Financial Conduct Authority. Past performance is no guarantee of future results.
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Regulatory statement

Portfoliometrix Asset Management Ltd is authorised and regulated by the Financial
Conduct Authority. This publication is intended for Investment Professional and
Financial Adviser use only. It is not intended for Retail Clients. The information
contained is given for information purposes only and is not intended to constitute
financial, legal, tax, investment or other professional advice and should not be relied
upon as such. Investments can go down as well as up and past performance is not a
guide to the future

Fermat Point Limited, trading as PortfolioMetrix Ireland is regulated by the Central
Bank of Ireland.

PortfolioMetrix Asset Management (London): 3rd Floor, 1 Catherine Place, London
SWI1E 6DX

PortfolioMetrix Asset Management Ltd is authorised and regulated by the Financial
Conduct Authority (FCA) in the United Kingdom and is regulated by the Central Bank
of Ireland for Conduct of Business Rules.

PortfolioMetrix (Pty) Ltd is an Authorised Financial Services Provider in South Africa.
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