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Investment Methodology

Continuous 4-Step Process

Market Cycle Objectives

. 20% less volatility than the benchmark
Outperform
Protect in market drawdowns

Lower correlation helping diversify returns

ou '@ 01 MARKET RISK

IDIOSYNCRATIC Gain a deep knowledge of every company we own and
RISKS how all our portfolio companies work together.

Managed Risk 02 STOCK RETURNS
Approachm Understand the potential for gain from each company

03
PORTFOLIO 03 PORTFOLIO OPTIMIZATION

OPTIMIZATION 02

:Tgﬁ:“s Build the lowest risk portfolio with the best return

potential.

04 IDIOSYNCRATIC RISKS

Look for downside risk throughout.
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Identification

QOur Best Practices

=  Focusedon Volatility and the Volatility Spread Vary Across Time

forecasted standard Standard Deviation (Rolling 60m)
deviation through
multiple risk models

17%
. Dynamically target =
volatility below 1w
current benchmark 1%
forecasted risk o
. ™
= Risk targets adapt to
. %
different market 1993 1004 1995 1006 1997 1998 1099 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2000
I’ealltleS Wlth va rIOUS — R 500 Vol = |ow Volatility index Blend Vol =~ ===== SAP Average = ====- LV Average
. Data presented reflects past performance, which is no guarantee of future results. Performances are presented gross of fees. Investing involves risks including the
|eV€|S Of rlSk, possible loss of principal and fluctuation in value. Performance includes the reinvestment of dividends and other earnings.

Performance for rolling periods other than 60 months are different and are available upon reguest. The 60 months rolling period is calculated based on the
standard deviation of the returns for the preceding period. The volatility of the indices may be materially different from the individual performance attained by a
specific investor. In addition, 5GI's holdings may differ significantly from the securities that comprise the indices. The indices have not been selected to represent
an appropriate benchmark to compare an investor’s performance, but rather are disclosed to allow for comparison of the investor’'s performance to that of certain
well-known and widely recognized indices. You cannot invest directly in an index.
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Management

= The risk target

will always be between Benchmark Risk

the minimum volatility
portfolio and benchmark
risk.

e ~

= Risk targets

f "y
/(-. L2
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/ Hypothetical RiskTarget

adapt to different market
realities.

F

/

/ Minimum
Volatility

/‘
—F Portfolio

/ Risk

Alpha

. Each market
environment will provide
various levels of risk
benefit.

Forecasted Standard Deviation
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Quantitative Multi-Factor Alpha Model

" ALPHA FORECAST

Factor A Company ™3 for all stocks
Impacts = Exposures in each respective

universe

Multiple factor sources: Internally developed, Barra, CS Holt, Zacks, Bloomberg, etc.
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Quantitative Multi-Factor Alpha Model

Alpha Factor
Categories

Quality
Growth
Momentum
Value

Risk
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Customizing Factors Are More Robust

SGl uses advanced proprietary stock selection algorithms from a variety of
sources that capture the premia associated with these factors in unique and

differentiated ways in addition to the common factor methodologies.

Benefits

= |Increased predictive ability
= |Improved return drivers
=  Deeper data specificity

=  Better categorization

Example: Combining earnings revisions with earnings variability

Earnings revisions Earnings variability

e e .
i o s
BEOC 38558 ‘
..
B -
oo s
o %
5 R e . &

G
*

High predictive power for companies
with low earnings variability and high
earnings revisions
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Quantitative Multi-Factor Alpha Model

Dynamic Factor Weightings

Dynamically weighting factors due to changing circumstances can help
increase return while reducing risk.

Factor Weightings

LOﬂg Term Overweight factors with the most significant long-term payoffs.
Momentum Overweight factors with near-term outperformance.

Tilt toward factors with the most stable payoffs.

Macroeconomic

Tilt toward factors with the strongest payoffs in this part of the
macroeconomic cycle.
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Portfolio Construction

Constraint Process

. SGI can have customized client constraints.

. Constraints are constantly researched as an additional tool to help manage risk.
=  Volatility is always set below the benchmark on a monthly basis.

*  Avoid gambling, tobacco, alcohol and pornography industries.

Typical Portfolio

=  Typical number of holdings 50-120.

. Sector weight +/- 15% of their respective benchmark.
. Fully invested.

. Fundamental- Exclude stocks on the restricted list.

= Typical position size 1.0-2.5%
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Portfolio Construction

Investable Options at Various Levels of Turnover

Scenario 1 (rare)
A strongly upward alpha vs turnover frontier will
result in SGI taking on more turnover to achieve a
higher alpha. The increase in turnover is 'worth it’
from an alpha standpoint. This may occur at
market inflection points

Alpha

‘\ Scenario 2 (common)

A flat turnover curve implies very little alpha gain by
increasing turnover. In this scenario, which is
common, SGIwill take very little turnover. In fact the
portfolio may not turnover at all. SGI effectively
'saves' its turnover for a higher alpha opportunity.

Low Turnover High Turnover
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Blending optimized
portfolios

SGl takes advantage of
both the Barra and
Bloomberg optimizers.

Both optimizers are run
independently

Combining the

outcomes produces a
higher conviction portfolio
while minimizing potential
errors.
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Quantitative Multi-Factor Alpha Model

Blending Optimized Portfolios

= SGl takes advantage of both the Barra and Bloomberg optimizers
= Both optimizers are run independently

= Combining the outcomes produces a higher conviction portfolio while minimizing

potential errors

Analyze risk, e Optimize to
return, and ! chosen risk and
turnover S turnover level

BARRA

trade-offs

Calculate an
alpha for all

stocks

.
.

BLOOMBERG

Analyze risk, e Optimize to
return, and e chosen risk and

turnover turnover level
trade-offs

SUMMIT GLOBAL

INVESTMENTS

OPTIMAL
PORTFOLIO

sgiam.com

n



Fundamental Analysis

Fundamental Risk Review

= Identify potential downside
idiosyncratic risks

= Not easily identifiable with
guantitative models.

= Forward looking, holistic risk
assessment.

= Timely evaluation of risk/reward
tradeoff.
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POTENTIAL RED FLAGS

+ Unexpected management changes
» Aggressive accounting

e Litigation risks

* Regulatory risks

* |Investigations

» Deteriorating business model

* Changing business model

* Disruptive innovations

* Poor earnings quality

* High short interest

We avoid companies with excessive downside risk!
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Management

Sell Discipline

= Company Specific: Deteriorating company fundamentals.

= Expected Return: Deterioration in company expected return.
] Portfolio Drift: Position size, cash or sector constraints.

. Portfolio Risk: Changing economic conditions or factor exposures.

Risk, Return or Company Monitoring

= Alpha Scores = Idiosyncratic Company Risk

. Volatility . Fundamental Company Research
= Factors = Attribution Analysis

. Diversification . Proxy Issues
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Research Agenda

The SGI team is constantly looking to enhance each version of the process through
our robust research agenda.

IMPLEMENTED RESEARCH EXAMPLES

RISK MANAGEMENT Moved fromn Barra USE# Model to the Barra USMED Model

QUANTITATIVE

ALPHA MODEL Incorporated the macroeconomic factor rotation model

PORTFOLIO : -
CONSTRUCTION Blending of the Barra and Bloomberg optimizers

FUNDAMENTAL Enhanced fundamental risk ratings
ANALYSIS Quarterly earnings quality test
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Disclaimer

This document is intended exclusively for the use of the person to whom it has been delivered and it is not to be reproduced or redistributed to any other
person. Distribution is strictly prohibited without the express written approval of Summit Global Investments.

This document has been provided to you solely for information purposes and does not constitute an offer or solicitation of an offer or any advice or
recommmendation to purchase any securities or other financial instruments and may not be construed as such. The factual information set forth herein has
been obtained or derived from sources believed to be reliable, but it is not necessarily all-inclusive and is not guaranteed as to its accuracy and is not to be
regarded as a representation or warranty, express or implied, as to the information’s accuracy or completeness, nor should the attached information serve as
the basis of any investment decision.

The gross performance results do not reflect the deduction of investment advisory fees. Returns will be reduced by such advisory fees and other contractual
expenses. For example, had the STRATEGY performance results been reduced by actual advisory fees, annualized returns since inception to date would have
been reduced. Actual fees may vary depending on, among other things, the applicable fee schedule and portfolio size. SCI fees are available upon request and
may also be found in Part Il of its Form ADV.

Performance includes the reinvestment of dividends and other earning. Investing involves risks including the possible loss of principal and fluctuation in
value. The volatility of the indices may be materially different from the individual performance attained by a specific investor. In addition, SGI's holdings may
differ significantly from the securities that comprise the indices. The indices have not been selected to represent an appropriate benchmark to compare an
investor's performance, but rather are disclosed to allow for comparison of the investor's performance to that of certain well-known and widely recognized
indices. You cannot invest directly in an index.

The returns stated may differ due to certain charges and other factors not included here. Factors may include, but are not limited to, the choice of custodian
used, fees and/or transaction charges taken out by the custodian, timing of your investment, timing of trades by the custodian and when fees are deducted
from your account. Where SGl acts as a model manager these factors and others explained in SGlI's ADV may affect your return.

Any and all portions of historical data reflecting modeled returns are not results of an actual investment portfolio but are for illustrative purposes only.
Hypothetical and model returns differ from actual returns in that they can be prepared with the benefit of hindsight and do not reflect the effects of actual
trading on real-time decisions. The returns do not reflect the impact and expenses of trade executions, investment management fees of Summit Global
Investments or other expenses of an actual account. The model should not be construed as indicative of the future performance of a portfolio. The data was
compiled solely by Summit Global Investments, LLC and has not been independently calculated or verified. Prospective investors will be given the
opportunity to further discuss any model and such data with Summit Global Investments, LLC. Past performance is no guarantee of future results.

There is no guarantee, express or implied, that long-term return and/or volatility targets will be achieved. Realized returns and/or volatility may come in
higher or lower than expected. No representation is being made that any fund or account will or is likely to achieve profits or losses similar to those shown
herein. In fact, there are frequently sharp differences between hypothetical performance results and the actual results subsequently realized by any particular
trading program. One of the limitations of hypothetical performance results is that they are generally prepared with the benefit of hindsight. In addition,
hypothetical trading does not involve financial risk, and no hypothetical trading record can completely account for the impact of financial risk in actual
trading. For example, the ability to withstand losses or adhere to a particular trading program in spite of trading losses are material points which can
adversely affect actual trading results. The hypothetical performance results contained herein represent the application of the quantitative models as
currently in effect on the date first written above, and there can be no assurance that the models will remain the same in the future or that an application of
the current models in the future will produce similar results because the relevant market and economic conditions that prevailed during the hypothetical
performance period will not necessarily recur. There are numerous other factors related to the markets in general or to the implementation of any specific
trading program which cannot be fully accounted for in the preparation of hypothetical performance results, all of which can adversely affect actual trading
results. Hypothetical performance results are presented for illustrative purposes only.

Consultants supplied with gross results are to use this data in accordance with SEC, CFTC, NFA or the applicable jurisdiction's guidelines. There is a risk of
substantial loss associated with investing. Before investing, investors should carefully consider their financial position and risk tolerance to determine if the
proposed investment is appropriate. Diversification does not eliminate the risk of experiencing investment losses.
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