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TOBAM: Who are we?

TOBAM is independent and employee-owned
Created in 2005
CalPERS became a minority shareholder in April 2011,
Amundi became a minority shareholder and a distribution partner in May 2012

TOBAM manages over $8.8 billion (March 31, 2015) primarily for large, well-known pension funds. Its
team includes 35 financial professionals, complemented by Third Party Marketers.

TOBAM provides the “Most Diversified Portfolio” via full diversification and neutral risk allocation

TOBAM'’s flagship Anti-Benchmark® strategies, supported by original research and a mathematical
definition of diversification, provide clients with diversified core equity exposure, both globally and in
domestic markets.

Yves Choueifaty, President & CIO (24 years investment experience), previously:
CEO of Credit Lyonnais Asset Management (AuM €70bio),
Graduated in 1992 from ENSAE in Statistics, Actuarial studies, Finance, and Atrtificial Intelligence
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AUM & Strategies

Available strategies

Anti-Benchmark Canada Equity

Anti-Benchmark Euro Equity

TOBAM Anti-Benchmark Strategy - Quarterly AUM (us$ 000, 000) , ,
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Anti-Benchmark US Credit

TOBAM only manages Anti-Benchmark® strategies

. ® : :
The Anti-Benchmark® strategy has been live since June 2006 Source: TOBAV, figures as of December 31, 2014
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From Market Cap-weighted benchmarks to “Smart Beta”

characteristics
of those
wmore diversified

strategies»
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Source: TOBAM. The above chart is for illustrative purposes only.

TOBAM™ 4

CORE INVESTMENTS



Agenda

The real cost of passive management
Why invest in equities 7 : intro to a general framework

The Anti-Benchmark® approach



Why is passive not the solution?

How can you be “Passive” and “Manage™?

Being Passive = you do not manage
Being Passive = Passively implementing an inefficient strategy:

=> Market cap-weighted benchmarks
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Why is passive not the solution?
Cap-weighted indices take on heavy structural biases...

As stocks appreciate, the greater their index representation, and conversely so
The greater the imbalance, the greater the impact of changes in price (volatility)
Using a biased benchmark as a reference carries heavy (and costly) implicit bets
These implicit bets evolve dynamically over time
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...which can destroy value...

Market benchmarks allocate risk dynamically over time and as such
are not truly diversified:

+ o+ o+ o+

Wealth creation ?

The market cap-weighted benchmark can also be described as a Dynamic
Risk Allocator
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The Big Misunderstandings

Passive is not neutral

The CAPM in a way proves it is “undoubtedly unrealistic” to believe that the
Benchmark could ever be efficient

The term “Efficient” is used in 2 different contexts:

An efficient portfolio

An efficient Market

The market cap-weighted benchmark
Is a Dynamic Risk Allocator
IS an output of our industry

is harmful for the investors and for the economy.
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Across geographies and across time

Empirical evidence across

all geographical zones over mid to long-term investment periods:

(data from May 2001 to May 2006)

US Equity Market Euro Equity Market

Annual Return (%) Annual Return (%)
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Source : Factset. All returns are stated in local currency. MSCI and DJ EuroStoxx indices are net of dividends.
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The real cost of passive management

From © 7

you want an efficient market
you want a healthy and growing economy
| want to fly New York-Paris not New York-New York

Matt XXV: 14-30 The Parable of the Talents

To ©
weighted benchmarks are hugely biased:

a dynamic risk allocator

Fail to be “close” to the efficient frontier ex-post
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Why invest in equities?
The search for the beta

Why are long-term investors investing in equities?

Not only because they believe portfolio managers are skilled

But because of a widely held investment belief:

Equities should reward the risk over the long-term
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The Financial Sphere

Taking advantage of:

arbitrage opportunities
mispricings

Forecasting capabilities
Speculation

2 sources of risk reward in equity markets

The Real Economy Sphere

“The Equity Risk Premium”
(ERP)

Delivered by the Most
Diversified Portfolio
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Implementation, our views

Slze
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The Anti-Benchmark®
MDP
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What is Anti-Benchmark®?

Anti-Benchmark® : a quantitative investment approach based on a
unique principle — seeking maximum diversification

The Anti-Benchmark® portfolio objective: outperform the market cap index
with less risk, by maximizing diversification

Definition of a mathematical measure of a portfolio’s diversification:
the Diversification Ratio® (patented),

Set up of an investment process that maximizes this Diversification
Ratio®,

Long-only, no leverage and fully invested
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The Anti-Benchmark® defines and maximizes
diversification

Return

Risk
Premium

Most Diversified Portfolio

@ Benchmark

Risk
(Volatility)
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The Anti-Benchmark® aims to deliver
broad equity market exposure that
provides superior performance with
lower risk

Anti-Benchmark® attempts to capture
the full equity market risk premium

We believe the higher returns result from
better capturing the risk premium



Anti-Benchmark®: the neutral risk allocator

The Anti-Benchmark®:

neutrally allocates risk to the effective independent
sources of risk,

IS the undiversifiable portfolio,

provides a theoretical definition of the equity risk
premium
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What is Diversification?

Diversification is the "“magic” by which combining a set of non-fully
correlated assets always results in a portfolio whose risk is lower
than the weighted average of the single assets’ risks:

Risk of the combination < Combination of the risks

0 0
O (80% A+ 20%B) < 80%c , +20%0,

& Pap #1
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Definition of the Diversification Ratio®

TOBAM’s unique Diversification Ratio® is the tool to measure the diversification
of any portfolio P:

Combination of Risk

DR(P) =
( ) Risk of the Combination

The weighted average of
stock volatilities

_(wo, + w0, +...+W,0,)

Op

Portfolio Volatility

The Diversification Ratio® has NO bias toward high or low
volatility stocks.
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Conclusion

Market-cap weighted indices are not diversified

Market-cap weighted indices are not efficient from a risk/reward
perspective

Market-cap weighted indices are dangerous for investors and for the
economy when used as an input

Minimize exposure to ‘unrewarded risk’

Better capture the ERP via the undiversifiable portfolio

After accounting for fees, strategies that optimize
risk/reward can offer superior ‘value’ compared to
inefficient and undiversified strategies
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A Lesson of Life

If you cannot forecast, you should only diversify

Crusafontia
(prehistoric mammal)

Tyrannosaurus Rex
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Disclaimer

This material is solely for the attention of institutional, professional, qualified or sophisticated investors and distributors. It is not to be distributed to the general public, private customers or
retail investors in any jurisdiction whatsoever. This document is intended only for the person to whom it has been delivered.

Funds and/or SICAV specific information may have been provided for information solely to illustrate TOBAM’s expertise in the strategy. Funds or the SICAV that might be mentioned in this
document may not be eligible for sale in some states or countries and they may not be suitable for all types of investors. In particular, TOBAM funds are not registered for sale in the US, and
this document is not an offer for sale of funds to US persons (as such term is used in Regulation S promulgated under the 1933 Act). This material is provided for information purposes only
and does not constitute a recommendation, solicitation, offer, advice or invitation to purchase or sell any fund, SICAV or sub-fund or to enter in any transaction and should in no case be
interpreted as such, nor shall it or the fact of its distribution form the basis of, or be relied on in connection with, any contract for the same.

The information provided in this presentation relates to strategies managed by TOBAM, a French investment adviser registered with the U.S. Securities and Exchange Commission (SEC)
under the U.S. Investment Advisers Act of 1940 and the Autorité des Marchés Financiers (AMF) and having its head office located at 49-53 avenue des Champs Elysées, 75008 Paris,
France. TOBAM’s Form ADV is available free of charge upon request.

Investment involves risk. All investors should seek the advice of their legal and/or tax counsel or their financial advisor prior to any investment decision in order to determine its suitability. The
value and income produced by a strategy may be adversely affected by exchange rates, interest rates, or other factors so that an investor may get back less than he or she invested.

Past performance and simulations based on thereon are not indicative of future results nor are they reliable indicators of future performance. Any performance objective is solely intended to
express an objective or target for a return on your investment and represents a forward-looking statement. It does not represent and should not be construed as a guarantee, promise or
assurance of a specific return on your investment. Actual returns may differ materially from the performance objective, and there are no guarantees that you will achieve such returns. Back
tests do not represent the results of an actual portfolio, and TOBAM does not guarantee the accuracy of supporting data. The constraints and fees applicable to an actual portfolio would
affect results achieved.

This material, including back tests, is based on sources that TOBAM considers to be reliable as of the date shown, but TOBAM does not warrant the completeness or accuracy of any data,
information, opinions or results. TOBAM has continued and will continue its research efforts amending the investment process from time to time accordingly. TOBAM reserves the right of
revision or change without notice, of the universe, data, models, strategy and opinions. TOBAM accepts no liability whatsoever, whether direct or indirect, that may arise from the use of
information contained in this material. TOBAM can in no way be held responsible for any decision or investment made on the basis of information contained in this material. The allocations
and weightings, as well as the views, strategies, universes, data, models and opinions of the investment team, are as of the date shown and are subject to change.

This document and the information herein is disclosed to you on a confidential basis and shall not be reproduced, modified, translated or distributed without the express written permission
of TOBAM or TOBAM NORTH AMERICA and to the extent that it is passed on, care must be taken to ensure that any reproduction is in a form which accurately reflects the information
presented here. This information could be presented by TOBAM NORTH AMERICA, a wholly-owned subsidiary of the TOBAM group of companies that is authorized to present the
investment strategies of TOBAM, subject to TOBAM's supervision, but is not authorized to provide investment advice.

Copyrights: All text, graphics, interfaces, logos and artwork, including but not limited to the design, structure, selection, coordination, expression, "look and feel" and arrangement contained
in this presentation, are owned by TOBAM and are protected by copyright and various other intellectual property rights and unfair competition laws. Trademarks: "TOBAM," "MaxDiv,"
"Maximum Diversification," "Diversification Ratio,” “Most Diversified Portfolio,” “Most Diversified Portfolios,” “MDP” and "Anti-Benchmark" are registered trademarks. The absence of a product
or service name from this list does not constitute a waiver of TOBAM trademark or other intellectual property rights concerning that name. Patents: The Anti-Benchmark, MaxDiv and
Maximum Diversification strategies, methods and systems for selecting and managing a portfolio of securities, processes and products are patented or patent pending. Knowledge,
processes and strategies: The Anti-Benchmark, MaxDiv and Maximum Diversification strategies, methods and systems for selecting and managing a portfolio of securities, processes and
products are protected under unfair competition, passing-off and misappropriation laws. Terms of use: TOBAM owns all rights to, title to and interest in TOBAM products and services,
marketing and promotional materials, trademarks and Patents, including without limitation all associated Intellectual Property Rights. Any use of the intellectual property, knowledge,
processes and strategies of TOBAM for any purpose and under any form (known and/or unknown) in direct or indirect relation with financial products including but not limited to certificates,
indices, notes, bonds, OTC options, warrants, mutual funds, ETFs and insurance policies (i) is strictly prohibited without TOBAM’s prior written consent and (ii) requires a license.
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