What doesn't kill you
makes you stronger...

Except for bears...




MARKET UPDATE AND RETIREMENT PLAN
INVESTMENT TRENDS

HUNTSVILLE ,AL 1 1/16/2017

Moderator — Steven Glasgow CFA, CIMA,AIF

Greg Poplarski — Allianz Global Investors

Casey McCarthy — American Century

Vinnie lacono — Oppenheimer Global

Heather Bailey — State Street Global Investors




TODAY’S TOPICS

= Current Investment Market Dynamics & Impact on
Participant Behavior

= Target Date Funds & QDIA Alternatives
= Behavioral Finance for Better Participant Outcomes

m Collective Investment Trust Solutions vs. Mutual Funds



The Bull Market in Everythlng/ 3

Bratt Rydar



S&P 500 Price Index
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Index level 1,527 » 1565 » 2,423
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The Federal Reserve balance sheet
USD trillions
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was the Easy Part

Got a Plan for
ats Next?
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AVONDALE PARFNERS..




VOLATILITY IS MAKING A COME-BACK (EVENTUALLY)

S&P 500 intra-year declines vs. calendar year returns
Despite average intra-year drops of 14.1%, annual returns positive in 28 of 37 years
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Mine Doesn’t Work!



BEHAVIORAL CHALLENGE: LOSS AVERSION

Center for Behavioral Finance




TARGET DATE FUND TRENDS

= Risk “Glide Path” Differences
= Assumption of “to or through” for risk glidepath
= Static Glide path or Dynamic — and how much?

= Actively managed investments or Indexed — or both?

" How Does a Sponsor Determine an Appropriate Product?
= DOLTips for Fiduciaries
= Target Date Analysis tools



Strategic Equity Exposure at Retirement
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Source: Morningstar Direct and Allianz Global Investors.

Y Axis indicates Strategy Target Asset Allocation Equity, which reflects the series strategic (Glidepath) equity exposure for the at retirement point on the glidepath. Data as of 6/30/2017. 1

“To” and “Through” target-date fund labels based on Morningstar definition. 2



“A QDIA MUST MINIMIZE THE RISK OF LARGE LOSSES” - PPA
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COLLECTIVE INVESTMENT TRUSTS

NEXT WAVE OF INVESTMENT PRODUCTS




90 Years of History

What was once the domain of billion dollar plans is now available to you

For more than 90 years, CITs have been accessible in retirement plans. Below is a brief timeline of the
milestones associated with the evolution of this investment vehicle.

CIT use expanded ClITs began trading
in Defined on the NSCC'’s
Benefit plans Fund/SERV®
when Congress platform

amended the
Internal Revenue
Code to provide
tax-exempt status
to certain bank-
maintained CITs

CITs first
introduced

Foundational
Retirement
Solutions is
formed to bring the
benefits of CITs to
retirement plans of
all sizes.

CIT use expanded
further with the
Federal Reserve
authorization for

banks to combine

funds from pensions,
profit sharing,
and stock bonus
plans, and the IRS
determination that
such CITs could be
tax-exempt




Collective Investment Trusts Show Strongest Growth 2012-2016
While Other Major Categories Lose Ground?
Increase

II 84% II 65% l. 40%

Mutual Funds Collective Investment Trusts Separate Accounts

35%

B 2012 | 2014 2016



QUESTIONS?

Steven Glasgow —Avondale Partners sglasgow(@avondalepartnersllc.com

Greg Poplarski — Allianz Global Investors Greg.Poplarski@allianzgi.com

Casey McCarthy — American Century Investments Casey mccarthy@americancentury.com

Heather Bailey — State Street Global Investors Heather Bailey(@ssga.com

Vincent lacono — Oppenheimer Global Viacono@oppenheimerfunds.com
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RETIREMENT PLAN ADVISE
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