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Asset Allocation Analyst in action.
An overview.

The purpose* of this document is to familiarize you with the user friendly features of the Asset
Allocation Analyst. Its “shape and form” is described using extracts in the form of screen shots, from
both the application and its primary output, the investment report.

The Asset Allocation Analyst (The Analyst) follows a highly compliant process because it is
sequential, demands that a questionnaire be filled out before giving access to the rebalancing function,
and accommodates note taking to be included in the investment report, which is signed by the client.

It is worthwhile repeating, until you've completed the questionnaire screen, where your client’s investor
profile is benchmarked, you cannot access the Analyst’s portfolio rebalancing feature.

The screens, described below, show how the application and the investment report can be used
strategically to:

Develop more business,

Differentiate your advisor brand in an increasingly competitive environment.

Enhance your professional image by generating high quality reports, which are easy to explain,
and your clients understand. (A sample investment report is available in the Multimedia section of
our website at www.AssetAllocationAnalyst.com.)

The Analyst gives you the means by which you can:

Maximize the probability of winning the client’s business,

Increase wallet share by capitalizing on consolidation opportunities,
Obtain a greater number of referrals, and,

Generate a higher level of transfer in business.

*Please note that this is not a case study, actual numbers and investments shown below
involving Albert and Louise accounts come from a variety of fictitious financial scenarios, the
numbers used may not be consistent from one screen to the next. The screen prints are for
demonstration purposes only.
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Screen shots of the Asset Allocation Analyst:

Sessions,
allow you to
save your
work for
future recall.

Save time by grouping

Great way to multiple accounts according
keep track of to their shared objective, and
your work. fill out only one

questionnaire (where
investor profile permits).

Horizontal tabs
make for easy

_ navigation among
planning module screens.

Simple financial

(Retirement Needs
Analysis) rounds
out client
investment review

process.
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Screen shot: Asset Allocation Analyst:

You choose which client accounts to include in analysis. The current investment is
automatically carried forward by default, and yearly investment entered as required.

You choose the expected return on active and retired life expected returns.

/N
OO

Non-managed accounts summary, allows multiple positive/negative cash flows to be entered,
allowing advisor to engage client in consolidation related conversation..

Multiple account types can be entered i.e. RRSP/RRIF/Locked in, Annuity/No Annuity
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Investment report:

1. Needs Analysis screen (simple financial planning): longevity risk graph, will you outlive

your capital? If so, show recommended solutions and discuss.

Assumptions used show a
shortfall at projection age.

A plan required!

www.AssetAllocationAnalyst.com
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2. Questionnaire screen (objectives): know your client, show respective benchmarked portfolio
for each goal/investor profile — educate client.

Five questions Simple, logical Yes/No

bearing upon client's answers to questions

investment objectives. determines
recommended

benchmark portfolio.

N

é N

Fast track

questionnaire is

straight forward,

does not use a point Rapidly determines investor
profile (benchmark).

system.

3. Asset mix/ benchmark screen (strategic asset allocation): point out opportunity cost of not
following charted solution. Compare current to recommended portfolios on efficient frontier. Is
the current portfolio efficient?

a) “Historically speaking you could have obtained more return for same/less/more amount of

risk” or conversely "too much volatility for too little extra return based on your risk
tolerance, let’s adjust...”
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Easy to explain

proposed solution,
complete with
ﬁ/ required deviations.

< Compliance:” | record my

\_> client’s reactions, and
comments for future recall,
and protect myself in the

process (hard code in
investment report.)”

“My client needs
to be on the
curve!” ~

o
portfolio! staying consistent with investor’s objectives i.e.
“balanced profile” consistent with Investment

| can educate_gllent on Questionnaire.
expected volatility at

various levels of risk...”

Let's optimize this /V { Optimize trade off between risk vs. return while

>

www.AssetAllocationAnalyst.com 6 of 16

et = EquiSoft



Asset
Allocation

A Analyst

SOFTWARE FOR FINANCIAL ADVISORS

4. Statistics screen (analytics): these are asset class level statistics; their rolling periods allow
you connect on a personal level with your clients, see below for example:

Summary pane.

“Almost 1 period out of “But 6 periods out of 7 were
six, were negative,” positive!”

1 year returns never worse than \) U x =

0y and never better than
@2:60%in any period (1 year
refurns) under consideration.

“Could you sleep at nights
knowing that short term (1 year
periods) your investments could

fluctuate like this?” /"

Same principle fo@nd

years, and observe how
negative periods (shaded areas)
are reduced to nil (historically
speaking).

Compare to

in this same
fashion, for evaluation.

Statistically significant rolling
periods, of which there are over

400 observations)\
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Among the most important methods to convince your client as to the merit of your
recommendation is the asset level statistic page. The purpose is to help you confirm your
client’'s investment profile i.e. appetite for risk vs. return, reinforce the concept of time horizon,
diversification, and choice of asset class mix. Note how rolling periods can be used to drive
these concepts:

a) Rolling periods of 1, 3, 5, years as far back as 1970: permit you to use statistically
significant historical observations: 3 year rolling periods (observations), and 5 year rolling
period (observations); as shown above:

i. 3year rolling periods: “3.7% or one out of every 25 periods has been negative,
thus 24 periods were positive”. Of these, the worst return registered was negative
3.89%, (min.) and the best was positive 27.80% (max.)”.

i. 5 vear rolling periods: there were no negative returns reaffirming that time
horizon is a key element, whereas the worst (min.) return registers at positive
1.86%, the best (max.) at 24.98%.

“How do you feel about this level of volatility?”

“Should this trend reoccur what would be your reaction? Will it cause you
to sell (in response to severe anxiety), or hold the course? (PROBE FOR
GUT RESPONSE; are the answers consistent with stated objectives and
investor profile, obtained in questionnaire?)

iii. By combining the max min figures with the rolling averages on set number of
significant observations, you can draw comparisons between the recommended
(efficient) and the current (non efficient) portfolios. This permits you to bracket the
client's risk aversion/performance anxiety using concrete examples. Logical
responses vs. the psychology of investing are very often opposed i.e. every one
wants to be rich (logical) but few willing to sacrifice to get there (psychology of
investing). See point D below.

b) Absolute terms: “on your portfolio’s current balance this represents in dollar terms...refer
to Historical Asset Mix Graph below.

c) Confluence of events: What if you lose your job when the markets are down? Will you be
forced to cash in, while your investments are down? Will you need this money despite any
paper losses? The root cause of job loss may also be the chief reason your investments
are down, i.e. bad economy? Do you have a reserve fund?

d) Probe the logical vs. emotional response: are the responses similar or divergent? If
divergent, take heed, emotional response (psychology of investing) will dominate in most
cases, and advisor is at risk of being blamed if things go wrong. To protect yourself write a
note so it is reflected in the investment report. The client has a signed reminder (see page
6 of 15 entitled “Benchmark” for the place to do this).

e) Compliance: (caveat: past is no indication of the future). All performance figures are
historical, software does not make predictions about the future.
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5. Graphs screen (compare track records visually): shows graphically how a variety of
scenarios would have played out.

a. Compare spread between Current
vs. Proposed portfolios, and any
desired available index.

b. Superimpose effect of
negative/positive cash flows.

C) c. Show beneficial effect of following
road map.
. Choose time frame over which to
Educate client on show market effect.
expected volatility  -’

o

(based on back
test), compare to
available indexes.

Highlight, performance and
ending values related to
various asset classes.

Which makes more sense to
client?

- I —
4//

If time frame is long enough, an investment in the equity markets is necessary to safeguard standard of living against ravages of inflation.

See example above: proposed portfolio yields 130k after 20 years, vs. $95K (current portfolio) vs. 1 year GIC’s which runs out in 5/04, (after
eighteen years). (N.B.This assumes a monthly cash flow withdrawal of $800 from 01/01/86 to 07/01/06).

Despite pulling money out monthly, “Proposed” grosses 35k more than “Current” and 130K more than GIC alternatives (extinguished in
2004, deficit of -$16,685.31)! “Which alternative makes more sense?”

a) Play out variety of scenarios to establish power of equity markets to generate long term returns.
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Screen shots: Asset Allocation Analyst:

6. Proposed Solutions screen: save your own portfolios for quick future reference — save time.

Easy to follow menu
is both sequential,
and logical. Hassle
free navigation.

Asset Mix and Asset Distribution
available for verification, before
loading. Saves time.

Save your own model
portfolios for future recall.

7. New Portfolio screen: applies proposed solutions and automatically rebalances current to
recommended portfolios, no number crunching, calculations made for you — save time.

O

Portfolio automatically
rebalanced (required
actions are all at 0)!

Balanced equation confirms
that “current” rebalanced
into “proposed” portfolio.

No further action is
necessary!

Save this portfolio for future use, under
optional new name, i.e. “Steve’s model
portfolio.” Later appears under “Proposed
Solution” see point 6 above:

et = EquiSoft
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Examples of the investment report cont’d:

8. Correlation Analysis Screen (analytics): helps you determine how the funds within the
portfolio work together, will they move in unison, or offset each other and smooth out returns?
Any redundancies?

a) COMPARE THE WHOLE TO ASSET CLASS INDICES. Correlation shows client extra
consideration!

Diversify portfolio,
(correlations) and smooth
out returns, protect the
portfolio from large
fluctuations by ensuring that
assets are not highly
correlated to each other.
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Analyse relationship
between risk and return
regarding the
investments in the
current and proposed
portfolios.

Determine if any
relationship patterns
emerge in the graph
above.
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Enhance your asset
recommendations by analyzing
top 20 holdings.

Display top 20 holdings in
either the current or proposed
portfolio grouped according to
sector.

Determine asset concentration
in both current and proposed
portfolios.
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9. Historical Portfolio Statistics screen (analytics): (Screen shot not shown) Compares the
current portfolio to the recommended portfolio (historically) using month end values over
longest common period available — adds perspective. Same format as Historical Asset Mix
Statistics, see screen shot in point 4).

10. Transactions screen (summary): automatically generate a list of transactions (with specific
security identifiers), to rebalance portfolio, saves time, and doesn’t require manual compiling.

Screen shot of the Asset Allocation Analyst:

11. Reporting screen: customize your reports by deciding which screens you will include in the
investment report and hard code your coordinates into the reports — strategic choice.
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Customize the cover
page of the investment
report, with your
representative
information.

Pick and choose
content (sections) to
include in the
investment report.

Generate
report buttons

12. Compliance: Throughout the Analyst there are strategic sections designed to accommodate
advisor notes. There are two types:

Automatically prints (by default) its content in the investment report, (see screen shot in
point 3 for an example), great for compliance purposes.

“For your eyes only”, located on the Client Information Screen, strictly for the advisor's
reference and saved in the system for future reference. Does not print on the investment
report (screen shot not shown in this document).

When clients sign the investment report, they acknowledge having read the notes that were
included by default (see screen shot in point 3). We encourage advisors to use these important
compliance friendly features.

13. White labelling: The Analyst can be personalized to reflect your logo, fonts, colors, reporting
style and more. Some groups may even want to re-brand the application in-depth — contact us
for detalils.

In summary, the Asset Allocation Analyst www.AssetAllocationAnalyst.com is a great tool for business
development, client retention, and compliance purposes.
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On behalf of Steve Garai, and the Asset Allocation Analyst team, www.AssetAllocationAnalyst.com we
wish you the very best in your business development efforts.

Steve Garai

Business Development Consultant
514-989-3141- ext: 124
info@assetallocationanalyst.com
Asset Allocation Analyst

P.S. The Asset Allocation Analyst ™ www.AssetAllocationAnalyst.com has been constantly improving
since its inception in 1995. The Asset Allocation Analyst uses elements of Modern Portfolio Theory
(MPT) and applies them to individual investment portfolios.

The Asset Allocation Analyst™ www.AssetAllocationAnalyst.com is used by thousands of advisors,
planners, and financial service professionals, including offshore organizations.

Visit our multimedia section at www.AssetAllocationAnalyst.com, and/or contact:
Steve Garai, business development consultant 514-989-3141 or 1-866-790-3141
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