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AFCG Portfolio Management Process

Step One: A Top-Down Approach to Research and Portfolio Design

*Global capital flows and asset class rotations \
*Monetary and fiscal policies of OECD/non-OECD countries
eSovereign debt to GDP levels and trade balances
1. Analyze Global RaEul:el il
Economic ¢Credit market conditions (global banking system)
Environment eSecular market P/E valuation and interest rate cycles j

eSovereign debt crisis in developed Western nations \
eCentral bank-sponsored monetary inflation

*Credit expansion/contraction in public/private sectors

2. Identify #Shifts in global economic power (rise of Emerging Markets)
eCompetitive currency devaluations (declining U.S. Dollar)
eNatural resource scarcity (peak crude oil production) j

Investment
Themes

e|dentify dominant financial risk factors \

eAvoid asset classes in fundamental bear markets

eInvest in asset classes in fundamental bull markets

eDetermine tactical investment mix

3. Create Asset eOverweight investment sectors with relative strength
Allocation e Adapt asset allocation for structural economic changes j

eSelect securities for target asset class exposure
eDetermine percentage allocation for each security
*Monitor performance of each security over time

4. Select *Monitor oyerall z?\sset allocation over time o
*Make tactical adjustments and rebalance periodically

Investments




AFCG Portfolio Management Process

Step Two: Building the Portfolios

Our portfolio building process begins by populating the AFCG “Risk Pyramid” by asset class
according to our assessment of the relative risk levels derived from Step One:

AFCG Risk Pyramid by Asset Class for the Current Economic Cycle

Growth/
Hedging

Equities

Income/
Total Return

World Bonds

Safety/
Liquidity

*Asset class “Other” includes derivative-based investments such as inverse funds and options.

We use the Risk Pyramid as a starting point in our portfolio design to help us:

e Establish global cash flow relationships and correlations among asset classes.
e Define the asset classes that comprise the “core foundation” of our client portfolios.
¢ |dentify our universe of investable asset classes across the financial risk spectrum.



AFCG Portfolio Management Process

AFCG’s model portfolios are designed to meet a client’s specific objectives and risk tolerance. Our primary
tactical asset allocation (TAA) portfolio models are Global Growth and Global Income. We also create custom
portfolios to allow for certain legacy assets, concentrated stock positions, etc.

Global Growth Global Income
* Objective: Capital Appreciation * Objective: Income focus with
focus with Inflation Protection Inflation Protection
e For "Accumulation Phase" accounts e For "Withdrawal Phase" accounts
* Tactical multi-asset class strategy « Tactical multi-asset class strategy

=

Step Three: Monitoring and Tactical Adjustments over Time

l ’ 2. Review

1. Monitor Global
Portfolios Macro
Themes

3. Make

Tactical

Adjustments



