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upon request and at www.adviserinfo.sec.gov. Information provided through CCI's Quarterly Outlook related to
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Outlook is not to be construed as specific investment advice. The viewer should be aware of the inherent
limitations of data derived from the retroactive application of historical data developed with the benefit of
hindsight and that actual results may differ. Actual performance with client accounts would be materially less
than the stated performance results for the same period when including the deduction of advisory fees, brokerage
or other commissions, and any other expenses that a client would have paid.
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Role in the Portfolio Equity Review

Canterbury Consulting recommends and communicates asset-class strategy with the objective of
constructing a diversified portfolio of long-only equity strategies designed to (in aggregate):

(i) Provide growth of portfolio assets in excess of inflation and spending rates
(i) Maintain comparable exposure to the global equity market
(iii) Exhibit returns uncorrelated to fixed income markets

Role Asset Categories Risks

Growth Public and Private Equity Market Decline

: : _ Rising Interest Rates, Highly
Capital Preservation Fixed Income, Hedge Funds
Correlated Markets
: tate, .
Inflation Protection Real Assets: Real Estate Deflation
Commodities

— Canterbury global equity portfolios are expected to deliver consistent net of fees excess returns and moderate
tracking error versus the MSCI All Country World Index over longer periods of time
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Performance (%) as of March 31, 2018 Equity Review

Year-to-Date Quarter-to-Date

R S N N =

1-Year

U.S. Large U.S.Large U.S.Small U.S.Small Non-U.S. Emerging
Growth Value Growth Value Developed  Markets « After a volatile quarter, growth has

continued the 2017 trend of
outperforming value. U.S. growth

- stocks were positive for the quarter
as U.S. value stocks ended in

®
] negative territory.

e The majority of our active managers
had strong performance in 2017 and
the majority of them have continued
to outperform their respective
benchmarks in the first quarter,

- finding opportunity amid the volatility.
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- - * International developed equities were

negative for the quarter as fears of a
global trade war loomed. Emerging
markets equities held up relatively
well compared to many other
markets, supported by strong GDP
and corporate earnings growth as well

- - as a weakening US dollar.
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Blue dots represent the returns of the benchmark; gray floating bar charts represent the peer groups by quartile
Source: Morningstar Direct
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Market Capitalization Mix Equity Review

10 Year Deviation

Equity: U.S. Market Cap Current Avg  from Mean* Large Neutral Small e There are various metrics used to

Russell Top 200 Current P/E (Large Cap) 21.13 16.88 1.68 + Value the equrty ur!lverse. Ca nterbury
prefers Price/Earnings, EV/EBITDA,
R2000 Current P/E (Small Cap) 4796  45.70 0.21 - and Price/Sales. No one metric is a
Avg P/E Ratio (Large/Small) 0.44 0.46 -0.34 - sole determinant.
. Russell Top 200 EV/EBITDA"™ (Large Cap) 12.95 9.89 1.76 +
S i 0 i
@ |R2000 EV/EBITDA (Small Cap) 17.69  14.36 1.06 + * With over 30% of small c_ap el
3 the Russell 2000 unprofitable, the
Avg EV/EBITDA Ratio (Large/Small) 0.73 0.70 0.40 - P/E mU|t|p|e tendS tO be mUCh Iargel’.
Russell Top 200 P/S (Large Cap) 231 164 1.82 - However, from a sales perspective,
R2000 P/S (Small Cap) 127 104 112 + small cap appears more attractive.
P/S Ratio (Large/Small 1.82 1.59 1.65 .
QT e el ’ « Leverage remains at normal levels for
_ |Russell Top 200 Debt/EBITDA (Large Cap) 424 462 -0.54 . both large- and small-cap stocks.
§ Russell 2000 Debt/EBITDA (Small Cap) 6.18 5.70 0.49 ;
3 , * Growth estimates favor large-cap
Avg Debt/EBITDA Ratio (Large/Small) 0.69 0.83 -0.76 -
stocks over small cap stocks,
Russell Top 200 LT EPS Gr (Fwd) (Large Cap) ~ 9.55 8.83 0.17 - however, potential fiscal stimulus out
% R2000 LT EPS Gr (Fwd) (Small Cap) 637  10.59 1.81 + of Washington D.C. could improve the
o _ case for small cap.
Avg Growth Ratio (Large/Small) 1.50 0.86 1.30
Case Shiller Home Price (YoY) 6.40 1.10 0.60 - ° |mpr0Ving economic indicators
g Total Leading Economic Indicators 108.70  90.85 1.96 + Contmu_e to be a tailwind for sr_naller,
5 domestically-oriented companies.
§ |Currency (USD v Broad Basket) 89.97 85.16 0.58 - HOWGVGI’ a flattening yleld curve
Curve Steepness 2's to 10's 0.47 1.74 -2.03 ++ Implles Slower growth’ WhICh favors

more defensive large-cap stocks.

*Deviation from mean represents how many standard deviations the current value is above or below

the 10-year average, also known as the “Z-Score”. ‘+’ denotes one standard deviation, and “++’

denotes two standard deviations in favor of the asset class

~EV/EBITDA, also known as the “enterprise multiple,” is a ratio used to determine the value of a

company. Unlike P/E, the enterprise multiple takes debt into account. This is often the ratio used by

companies looking to acquire another business Source: Russell
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Region Mix - U.S. vs. R.O.W. Equity Review

10 Year Deviation

Equity: Region (U.S./Global) Current AVg from Mean* U.S. Neutral R.O.W. ° EqU|t|eS OutSIde Of the US tend to be
more attractively valued than US
S&P 500 Current P/E 21.29 17.44 1.46 + ey
equities.
MSCI ACWI Current P/E 18.48 17.20 0.34 -
Avg P/E Ratio (US /ACWI) 115 1.02 1.38 + * Debt levels are below long-term
S&P 500 EV/EBITDA® 13.05  10.24 1.60 + averages for b01':h U.S.and R.O.W.
S stocks, suggesting healthy leverage
% MSCI ACWI EV/EBITDA 11.24 9.63 1.12 + Conditions.
- Avg EV/EBITDA Ratio (US/ACWI) 1.16 1.06 2.18 ++
S&P 500 P/S 017 154 171 + e Although R.Q.W. stocks tend to b_e
more attractively valued, US equity
MSCI ACWI P/S 1.64 1.24 1.69 + q .
top-line revenue growth has improved
Avg P/S Ratio (US/ACWI) 1.32 1.24 0.97 - and earnings growth’ supported by
&P 500 Deb/EBITOA n1s do1 om0 ] tax reform, has continued to trend
g upwards.
g MSCI ACWI Debt/EBITDA 5.67 6.30 -0.94 -
o
| e Debt/EBITDA Ratio (Us/acwi) 073 071 0.41 - * The U.S. dollar weakened slightly but
58P 500 L1 7S Or (P P — - remains at an elevated level. The
wi - - - - ’
< dollar’s strength hurts U.S. exporters
§ |MSCIACWILT EPS Gr (Fwd) 994 963 0.02 - and benefits foreign companies that
S o
Avg Growth Ratio (US/ACWI) 1.06 0.96 0.22 B} export goods and services to the U.S.
=
g Currency (USD v Broad Basket) 89.97 85.16 0.58 -
S

*Deviation from mean represents how many standard deviations the current value is above or below

the 10-year average, also known as the “Z-Score”. ‘+’ denotes one standard deviation, and ‘“++’

denotes two standard deviations in favor of the asset class

~EV/EBITDA, also known as the “enterprise multiple,” is a ratio used to determine the value of a

company. Unlike P/E, the enterprise multiple takes debt into account. This is often the ratio used by

companies looking to acquire another business Source: MSCI and Standard & Poor’s
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Region Mix - Non-U.S. Developed vs. R.O.W. Equity Review

Equity: Region (Non-U.S. Dev/Global) Current 10Year  Deviation ~ Non-U.S. Neutral R.O.W. o All equities are Curren'uy expensive,

Avg from Mean* Dev

but non-U.S. developed equities

c 18.9 18.73 0.02 - ] : ]
MSCIEATE Current P/E ° ! remain attractively valued relative to
MSCI ACWI Current P/E 1848  17.20 0.34 - the R.O.W.
Avg P/E Ratio (EAFE/ACWI) 1.03 1.07 -0.14 -
\1SCI EAFE EV/EBITON 065 900 055 ] e Debt levels remain low for non-U.S.
S developed stocks as a whole, but
S | MSCI ACWI EV/EBITDA 11.24 9.63 1.12 + there are some areas. such as banks
E ’ ’
= | Avg EV/EBITDA Ratio (EAFE/ACWI) 086 095 -1.99 + where leverage remains a concern.
MSCI EAFE P/S 1.23 0.97 1.47 +
VSOl ACWI PS Lo Lo 160 J _Streng’ghenmg corporate ez_arnlngs,
improving GDP and attractive
Avg P/S Ratio (EAFE/ACWI) o5 o 30 + economic conditions provide a strong
_ [ msci EarE Debt/EBITDA 7.50 8.91 1.34 + case for non-US developed equities.
o
S |MSCI ACWI Debt/EBITDA 5.67 6.30 -0.94 - . .
s * The euro slightly appreciated vs. the
Avg Debt/EBITDA Ratio (EAFE/ACWI) 1.32 1.41 -1.89 + dOIlaI’ d Uri ng the quarter but the
MSCI EAFE LT EPS Gr (Fwd) 822 575 0.04 ) dollar remains strong relative to its
= historical average. A strong dollar
2 |MSCI ACWI LT EPS Gr (Fwd) 9.94 9.63 0.02 - . .
5 benefits European exporters with
£ dollars.
g USD/EUR 1.23 1.28 -0.36 -
8
*Deviation from mean represents how many standard deviations the current value is above or below
the 10-year average, also known as the “Z-Score”. ‘+’ denotes one standard deviation, and “++’
denotes two standard deviations in favor of the asset class
"EV/EBITDA, also known as the “enterprise multiple,” is a ratio used to determine the value of a
company. Unlike P/E, the enterprise multiple takes debt into account. This is often the ratio used by
companies looking to acquire another business Source: MSCI
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Region Mix - Emerging Markets vs. R.O.W. Equity Review

Equity: Region (EM/Global) Current 1°A:Zar fr:::clz::* EM  Neutral R.O.W. * EM equities and global equities
(“R.0.W.”) are trading at valuation
MSCI EM Current P/E 15.32 13.47 0.69 - muItipIeS hlgher than their 1o_year
MSCI ACWI Current P/E 18.48  17.20 0.34 - average.
Avg P/E Ratio (EM/ACWI) 0.83 0.78 0.63 _
S —— o aos - * Elevated debt levels are more of a
E / ' ' ' * concern for emerging markets than
§ MSCI ACWI EV/EBITDA 11.24 9.63 1.12 + they are for R.O.W.
©
- Avg EV/EBITDA Ratio (EM/ACWI) 0.85 0.84 0.18 -
VISl EN P/ e 11 N * Growth estimates tend to fluctuate
from quarter to quarter, but they
MSCIACWIF/S Les e 169 + currently favor EM equities.
Avg P/S Ratio (EM/ACWI) 0.87 0.97 -0.52 -
- MSCI EM Debt/EBITDA 4.56 3.73 1.01 +
§ MSCI ACWI Debt/EBITDA 5.67 6.30 -0.94 -
o
@ Avg Debt/EBITDA Ratio (EM/ACWI) 0.80 0.60 1.26 +
MSCI EM LT EPS Gr (Fwd) 18.56 8.94 0.22 -
g MSCI ACWI LT EPS Gr (Fwd) 9.94 9.63 0.02 -
(&)
Avg Growth Ratio (EM/ACWI) 1.87 0.71 2.69 ++

*Deviation from mean represents how many standard deviations the current value is above or below

the 10-year average, also known as the “Z-Score”. ‘+’ denotes one standard deviation, and “++’

denotes two standard deviations in favor of the asset class

~EV/EBITDA, also known as the “enterprise multiple,” is a ratio used to determine the value of a

company. Unlike P/E, the enterprise multiple takes debt into account. This is often the ratio used by

companies looking to acquire another business Source: MSCI
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Portfolio Characteristics

Recommended Ranges

Market Ca . .
P Minimum Maximum R3000
(U.S.)
Large Cap (> o 9 9
$26.4B) 50.0% 70.0% 68.7%
Mid Cap ($3.0B - o N 0
$26.4B) 25.0% 40.0% 25.6%
Small Cap (<
$3.0B) 2.5% 12.5% 5.7%
Region Minimum Maximum MSCI ACWI
U.S. 45.0% 65.0% 52.4%
Non-U.S. 25.0% 40.0% 35.93%
Developed
Emerging Markets 5.0% 20.0% 11.67%

Client objectives and constraints may cause allocations to vary from recommended ranges
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Equity Review

* Canterbury has been decreasing its
home country bias as U.S. equity
valuations remain stretched and the
strong dollar presents a headwind for
American companies with global
operations.

* Our market cap exposures are
currently in a more neutral position.
Valuation, growth, and economic
indicators do not support a major
shift at this time.

* As the equity market cycle matures,
Canterbury believes its utilization of
active managers that can avoid
overvalued regions, sectors, and
securities will be a strong value-add.



