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We present in this month’s Dashboard a comparative review of our flagship Anti-Benchmark® Emerging
Markets Equity Strategy.

We will show that the Anti-Benchmark® Emerging Markets Equity Strategy, by maximizing diversification,
has produced a long-term risk/return performance significantly superior to that of most strategies on the
same investment universe. In particular, the Anti-Benchmark® Emerging Markets has produced higher
annualized returns, a significant volatility reduction and has been lowly correlated to the Benchmark and
to a set of selected representative strategies on the same investment universe.

Using a standard factor regression analysis (i.e. a Fama-French regression), we will also show how the
Anti-Benchmark performance is achieved without a particular bias towards small cap stocks.

Finally, in the context of current market instability, we show how the Anti-Benchmark, as the most
diversified portfolio, is lowly correlated to two major risk factors of the emerging markets equity
benchmarks - oil prices and Chinese equities.

The Benefits of Diversification in Emerging Markets

1. Diversification pays: the Anti-Benchmark EM strong performance since inception
to date (2011-2016)

The Anti-Benchmark® Emerging Markets (EM) equity strategy launched in June 2011 will soon celebrate
its 5™ anniversary. Since inception (as of February 29", 2016), the AB EM has returned an excess return of
+14.42% (gross of fees) over the MSCI| EM benchmark (-12.36% versus -26.78%), or a 3.67% annualized
excess return. This positive excess return over the benchmark has been achieved at a lower volatility:
14.09%, vs. 16.98% for the MSCI EM benchmark — that is a long term volatility reduction of 17%.
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We compare the long-term performance of the Anti-Benchmark EM and its benchmark, the MSCI EM,
together with that of a large group of representative strategies investing in the same universe. More
concretely, we have included the emerging equity markets funds:

1. With a track record available since June 2011 (inception of the Anti-Benchmark EM strategy)

2. With AUM above $2bn as of February 2016 (that gives 21 funds), and

3. The 4 funds with highest net collections in 2015. Of note, The Anti-Benchmark Emerging Markets

Equity strategy was ranked 3 among the top largest collectors of inflows in 2015.

This leads to a total of 23 funds.

Figure 1 below charts the risk/return of the Anti-Benchmark EM, the benchmark (MSCI EM) and the 23-
funds.

Figure 1: AB EM, MSCI EM and the 23 funds of the review universe
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All returns are in USD and net of all fees as published by Bloomberg. In particular, TOBAM AB EM returns are net of
1.56% management fees, the highest level currently applied.

Source: Bloomberg, TOBAM. Past performance is not indicative of future results.

Figure 1 shows that the Anti-Benchmark EM has had a better risk/return profile than the MSCI EM
benchmark on a long-term basis. The AB EM also dominates most of the funds in the comparison set,
particularly in the volatility dimension.

Only two funds (strategies 5 and 10) provide higher returns with a similar level of volatility. We remark that
these two funds share the same manager and that their returns have a correlation close to 1 (99.65%). For
the same token, given our broad criteria to select the funds for comparison (largest AUM and largest AUM
collection in 2015), we have included funds which are effectively trackers for the MSCI EM and hence lie
very close to the benchmark in the risk/reward space. All in all, over this period, funds which are
comparable to the Anti-Benchmark (long only, fully invested, no leverage) with a similar level of returns
have produced a significantly higher level of volatility.
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We stress that the strong long-term performance of the AB EM is obtained in a consistent manner. The AB
EM has outperformed the MSCI EM every calendar year since its inception, with a lower volatility.

2. The Anti-Benchmark Emerging Markets — Reducing volatility without a bias
towards low vol stocks - nor a bias towards small cap stocks

The risk/return chart (figure 1) shows that the Anti-Benchmark Emerging Markets strategy has resulted
since inception in a substantial volatility reduction vs. the benchmark and vs. most peers. The evolution of
the portfolio volatility and the reduction vs. the MSCI EM benchmark can be seen graphically in Figures 2.i
and ii below.

Figure 2.i — The Anti-Benchmark consistently reduced return volatility vs. the MSCI benchmark
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Figure 2.ii — No bias towards low volatility stocks
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The volatility reduction by the Anti-Benchmark EM is not achieved by systematically allocating more than
the benchmark into low volatility stocks. In fact, in Figure 2.ii we can see, for example, how over the last
three years, the stocks in the AB EM have not displayed on average a bias towards low volatility stocks
when compared to the MSCI EM benchmark.
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The AB portfolio volatility reduction has been obtained not via a bias towards low volatility, but
rather by combining stocks that are lowly correlated to each other.

Figure 3: No significant contribution to excess return from small cap stocks
Regression of excess returns on Fama-French factors
June 2011 to March 2016

29/06/2011 - 29/02/2016 ABEM-RFR  MSCI EM - RFR Small/Large Value/Growth Intercept
AB EM Annualized Excess Return ~ -1.91% = -4.25% 0.43% 1.01% 0.91%
Coefficients 0.77 0.15 -0.25

Regression t-statistic 94.08 6.33 -7.98

Level of significance 100.0% 100.0% 100.0%

Returns are monthly returns over the risk-free rate (RFR), stated in USD and gross of fees. Source: TOBAM

The market cap weighted benchmark is by construction biased towards large market cap stocks. The
Anti-Benchmark, on the other hand, is agnostic regarding market cap. One way to show this is to perform
a regression of excess returns over the benchmark on the classical Fama-French factors (market, small
vs. large and value vs growth) to assess the impact of the Small/Large, Value/Growth factors in the
explanation of excess returns. The results can be seen in Figure 3 above.

Over the period under consideration, the small/large market cap factor has contributed a positive excess
return of 0.43% (annualised). This is much smaller than the impact of the Market Factor in absolute terms
(4.25%), and less than half the impact of the Value/Growth factor (1.01%).

How does the AB EM portfolio help in diversifying the risk at the strategy level?

To answer that question, we compute the correlation of monthly returns vs. the benchmark and vs. the
comparison set. As the peer group is made of the largest strategies in terms of AuM, as well as largest
collectors, it could be considered as being relatively well representative, even if not homogeneous: the
strategies included in the peer group includes pure active managers, trackers, strategies that are not
100% EM invested but still classified as EM strategy by Morningstar.
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Figure 5: Correlation of monthly returns vs. MSCI EM and vs. comparison set
June 2011 to March 2016

Average Average
Correlation Correlation Correlation Vs .
DI Absolute Returns | Relative Returns Benchmark AN
vs Other Funds | vs Other Funds
TOBAM AB EM 92.79% 17.96% 95.5% 2

Strategy 1 96.55% 34.97% 98.8% 23
Strategy 2 94.67% 36.44% 95.3% 11
Strategy 3 94.99% 0.64% 98.3% 7

Strategy 4 94.62% 31.20% 95.7% 8

Strategy 5 89.42% 38.91% 87.2% 5

Strategy 6 96.26% 41.31% 97.5% 22
Strategy 7 96.32% 19.03% 100.0% 21
Strategy 8 95.87% -22.30% 99.9% 16
Strategy 9 91.73% 14.03% 93.7% 1

Strategy 10 89.81% 35.68% 88.2% 5
Strategy 11 96.59% 40.08% 98.9% 24
Strategy 12 93.47% 15.47% 95.7% 8
Strategy 13 93.21% 19.31% 95.3% 4
Strategy 14 96.07% 16.80% 99.2% 20
Strategy 15 95.24% 32.09% 96.4% 13
Strategy 16 94.54% 39.53% 94.8% 10
Strategy 17 95.55% 33.60% 97.5% 17
Strategy 18 95.64% 34.72% 97.3% 19
Strategy 19 95.29% 7.28% 98.8% 12
Strategy 20 95.43% 26.08% 97.7% 15
Strategy 21 94.57% 39.21% 94.8% 9
Strategy 22 95.63% 24.22% 98.2% 17
Strategy 23 95.12% 20.14% 97.7% 13

Source: Bloomberg, TOBAM

We consider three different correlations calculations:

e First, we look at the average correlation of monthly returns vs. the returns of the other funds. This
is, for all cases, above 89%. It reflects that the “market” is the prime risk factor for all funds.

e We look at the average correlation of each fund’s relative returns (vs. the MSCI benchmark),
against those of the other funds. Here we find larger divergences, with the Anti-Benchmark
average correlation vs. other strategies just below 18%.

¢ Finally, we compute the correlation with the benchmark itself, and again the Anti-Benchmark is on
the low side.

To aggregate the results into a comprehensive measure, we have computed the funds’ rank for each
correlation and averaged to get to the final rank. The result is that the Anti-Benchmark ranks 2" in the
ranking of lowest correlation funds. Of note, the number one in our sample is a fund that may invest only
two thirds of its assets in EM equities, hence it may well be “less” correlated to EM than the Anti-
Benchmark by construction.

We consider in this last chapter of our analysis, two particular biases that are of significant importance in
today’s market environment: the exposure to Commodities (and oil specifically) and the exposure to
Chinese equities.

Over the last year, for instance, China has represented about 28.5% of the MSCI EM index (with Chinese
Financials representing about 9.75% of the index). The correlation of the MSCI EM with Chinese stocks
has been increasing since the beginning of 2015 (50.3% at the end of January 2015) and it now stands at
over 87%. The correlation of the benchmark with oil prices while unstable between crisis, shows some re-
correlation patterns during crisis.
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Figure 6: Sensitivities to Crude Oil prices and MSCI China - Risk factor regression
February 2015-February 2016, weekly returns
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Figure 6 shows the results of a return regression using the MSCI China and Crude Oil prices as risk
factors, using one year of weekly data. We can observe how the AB EM shows a low sensitivity to both risk
factors. These sensitivities are well below that of the MSCI EM, and to the median or average sensitivity
across all strategies considered. This is in line with TOBAM’s investment philosophy — the Anti-Benchmark
does not necessarily exhibit the lowest sensitivity to every risk factor, it should be evenly exposed to all
effective risk factors.

5. Conclusion

Inception to date, the Anti-Benchmark EM Equity strategy has proven to be:

- Attractive vs. the benchmark and the largest/most successful EM equity strategies around in
terms of returns;

- Attractive vs. the benchmark and the largest/most successful EM equity strategies around in
terms of risk, without a significant bias towards low volatility stocks;

- Lowly correlated to the largest EM equity strategies on the market, including the benchmark,
making a case for a potential efficient combination with these strategies;

- Lowly correlated on a relative basis vs. the price of oil and the Chinese equity market.
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For more information

TOBAM is an asset management company offering innovative investment capabilities whose aim is to
maximize diversification. TOBAM’s Maximum Diversification® approach, supported by original, patented
research and a mathematical definition of diversification, provides clients with diversified core exposure,
in both the equity and fixed income markets. The company manages $8 billion (March 2015) via its Anti-
Benchmark® strategies in Equities and Fixed Income. Its team includes 41 investment professionals.

Contacts:

Paris

Christophe Roehri

+33 153234160
Christophe.Roehri@tobam.fr

New York

Stephane Detobel

+1 212 468 5171
stephane.detobel@tobamusa.com

Hong Kong

Christopher Cheung

+852 2827 3894
christopher.cheung@tobamasia.com

Client Service

Joe Kiwan

+33 153234166
ClientService @tobam.fr

Francis Verpoucke
+1 212 468 5170
francis.verpoucke@tobamusa.com

Cape Town

Michael Gran

+44 7796 953 113
michael.gran@tobam.fr



mailto:Christophe.Roehri@tobam.fr
mailto:stephane.detobel@tobamusa.com
mailto:francis.verpoucke@tobamusa.com
mailto:christopher.cheung@tobamasia.com
mailto:michael.gran@tobam.fr
mailto:ClientService@tobam.fr

TOBAM

CORE INVESTMENTS DIVERSIFICATION DASHBOARD - MARCH 2016

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. In Canada, TOBAM is acting under the assumed name “Tobam SAS Inc.” in Alberta
and “TOBAM Société par Actions Simplifiée” in Québec.

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. DMYCTFZCCR



