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Seven step investment process

Investment process:

1. Assignment of a risk budget to every portfolio and fund

2. Quantitative valuation and risk-premia forecasting of asset classes

3. Qualitative global macro economic idea generation and analysis

4.  Investment vehicle selection and due diligence

5.  Approval, documentation and implementation

6. Ongoing monitoring and due diligence

7.  Portfolio construction and rebalancing via AIM-folio
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Step 1: Assignment of a risk budget

How others discover risk

/ What investmenh
should we buy?

\

- /

How AIM controls risk

/ How will we \
allocate between
them?

\

/ How much risk @
we taken?

Almost every investment manager starts their
process by deciding what investments are
high growth, or good value. The next decision
is how much to put in each “good idea”.

The traditional process results with an
undetermined risk as a by-product

AIM start each portfolio with a risk budget.
AIM then balance the contribution of each
investment to the portfolio’s expected return

and expected risk.

The result is:

Maximised risk adjusted returns

Where should wh

allocate our risk
budget?

/ Balance the / Maximum return
contribution to for a pre-
return and risk determined risk

\ /
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Step 2: Quantitative valuation & implied
risk-premia

Value Growth Quality Momentum/Flows
Yield Forecast Earnings Growth ROE Earnings Upgrades
Equities P/Book Forecast Dividend Growth Debt/Equity ratio Positive Price Momentum
P/E Currency Recent flows
EV/EBIT Strength
Yield Gap Economic Cycle
Bonds Yield Gap Yield Curve Dynamics Momentum, Flows
Default Rates
Cash Real Yield
Real Estate Yield Gap Currency Strength Stage of Property Cycle
Rental Growth Vacancy rates
Yield Trend Yield Curve Current/Fiscal account Momentum, Flows
Currency Carry Economic growth
PPP Money Supply growth Carry trade vs. Safe Haven
premium
Commodities Carry — shape of curve Global Supply/Demand Scarcity vs. Marginal Momentum

Economic Cycle

cost
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Step 3: Qualitative global macro idea
generation

. New - Long term . . .
S t
External Fund
Managers

Sell Side
Research

AIM Investment

Investment Themes
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Step 4: Portfolio construction (Alpha and
Beta)

Excess Return Set Risk Management Outcome

Broad
Opportunity Set

B

Equity
Fixed income Portfolio Con.sisten.tly strong
Commodities + Diversification Construction risk adjusted
Private equity returns
Currency
Property Regions Risk management (VaR,
Skl Asset Classes MVaR, qurelation,
Style Regression etc.)
a Investment Vehicles Hedging strategies

Optimisation based on
Arbitrage risk budget
Asset Allocation
External Manager
(Mandate permitting)
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Step 5: Investment vehicle selection

Derivatives Direct Exchange Structured Active Managed
Positions Traded Funds Products Funds Accounts

Agnostic: Different investment vehicles for different asset classes and parts of the cycle

Flexible: Adaptable approach creates opportunities

External Alpha: Manager Selection process created and refined over years (Mandate Permitting)
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Step 5: Manager selection (Mandate
permitting)

Initial Meeting

On C_;oing Questionnaire &
Monitoring & Due Holdings Analysis
Diligence

Manager
Assessment
Scoring

On Site Due
Diligence

8 www.distinctionfunds.co.uk



Distinction

Step 6: Approval, documentation and
implementation

. Dr Ana Armstrong chairs weekly asset allocation meeting
. All investment team members participate

. Views are exchanged and discussed

. Not a voting process

. Positions are tested via AIM-folio

. Formation of consensus

*  Trades are placed via Bloomberg with relevant brokers

. Bloomberg feeds into AIM-folio

. Trades are automatically logged on AIM-folio

. Trades are matched

. Settlement
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Step 7: Ongoing monitoring via AIM-folio

Proprietary Risk Management System

Allocation decisions are risk-based downside risk
controls suggest optimal allocations to risky
assets
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Primary criteria is achieving return objective given
downside risk constraint

TTHIL

Effective combination of proprietary tools and
judgment
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Source: AIM

10 www.distinctionfunds.co.uk



Distinction

Contact

Steve Smart

UK Business Development

Tel +44 207 043 0519

Mobile 07824 380 797

e-mail ssmart@distinctionfunds.co.uk

International Sales
Tel +44 203 440 5063
e-mail: aim@multi-asset.co.uk

Issued by Distinction Asset Management, an appointed representative of Armstrong Investment Managers LLP (“AIM”) which is authorized and regulated by the Financial Services Authority
with FSA number 503693.

This presentation is aimed at "Investment Professionals" as described in Article 19 of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2001 (as amended). It is
aimed mainly at "authorised" and "exempt" persons as defined in The Financial Services and Markets Act 2000. Any other recipients of this presentation should disregard its contents and
should not rely on it.

The information contained in this presentation is given without any liability whatsoever to AIM or any of its related entities or their respective members or officers, and is not intended to
constitute legal, tax or accounting advice or opinion. No representation or warranty, expressed or implied, is made as to the accuracy, completeness or thoroughness of the content of the
information. The recipient should consult with its own legal, tax or accounting advisers as to the accuracy and application of the information contained herein and should conduct its own
due diligence and other enquiries in relation to such information. The information in this presentation has not been independently verified by AIM. AIM disclaims any responsibility for any
errors or omissions in such information, including the financial calculations, projections and forecasts set forth herein. No representation or warranty is made by or on behalf of aim that
any projection, forecast, calculation, forward-looking statement, assumption or estimate contained in this presentation should or will be achieved. This presentation does not carry any
right of publication. This presentation is incomplete without reference to, and should be viewed solely in conjunction with, the oral briefing provided by AIM. Neither this presentation nor
any of its contents may be reproduced or used for any other purpose without the prior written consent of AIM.
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