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Alternatives

Qur view of non-traditional asset classes

Alternatives portfolios

Due to their distinct characteristics, we take a
differentiatad look at selected liguid and ifliquid
alternative investmeants,

Liquid alternatives

# Equity long/short

The performance of equity-longfshort strategies year-to-date has
reflectad two market dynamics ovar this period. Firstly, value

has undarparformad momentum for tha majority of the year
which has hindered the performancs of managsrs” long book.
Secondly, small caps have marginatly underparformead large caps
ashead of the turning of the rate cycle in the United States and
equity-longfshont managers genericslly operating with net leng
axposure tend to fish in mid and small caps where they belisve
alpha can be mora casily capturad. Looking forward we balieva
that exposurs 1o low-net-axposure equity strategies particulardy
in tha Linited States will aliow investars to generate uncorralated
returns with less volatiity and better downside protection. From
& macro perspactive wa belleve that expansionary ECEB monetary
policy coupled with continued weakness inthe euro should
provide support for profit growth within Eeropa.

= Event-driven

Event-driven strategiss have underperformed yearto-dste
particularly soft-catalyst approaches where popular long names
soid off over the summaer. In addition the underperformands of
value in markats has hurt tha perfarmance of activist strategies,
(i the pogitive side strong corporate batance shaets inthe
Linited Stedes which are flush with cash and the search for
growth through acquisition are two of a number of driving
glements behind the nearrecord U5 ~dollar volume In mergers-
and-acquisitions {ME&A) activity recorded yeardo-date. In light
of that, we continue to faver small and agile funds with an M&A
focus and tight risk-management frameworks.
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M Private equity

1.5, private-equity markets remain active, with valuations at or
naar 2007 levels, bolsterad by continued interast from strategic
buyars az waell as financial buyers itting on large amaounts of
“dry powdear” {capital available for investments). Debt avaiiability
is still strong. Total US| investment however dropped slighitly

in the third quarter from second-quarter levels. Private-equity
markets 0 Europe have slso continusd to parform well, with
fundraisirg for the first three quarters already surpassing the
20714 total. Price and average lavels have moved ciose w thair
2007 peaks. European exit markets have also been very buoyant
with 2018 on track 1o be a record year. By contrast, economic
uncartainy i Asia is expacted to significantly slow down
private-equity activity in this ragion although recent coractions
in the public aquity market may offer some interasting
irvestrnant opporitnities.

Sources; Deutsche Aszat & Waalth Managamant Investrnant
GmbH, Deutsche Bank AG Filale London; as of TEAG2015

This sliocation may not be suitable Tor all investors, Inour
balanced modal portfolio, we currently allocate 10% to aiternative
investments {see "Portfolio™}

Please refer to the following intenasw Tor the requlatory
requirements for the offer or sale of alternative investments,

* Commaodity Trading Advisor

Past performances is not indicative of futume returns.,

Mo assurance can be given that any forecast, investment
objactives andfor expected returns will be achieved. Allocations
are subject to change without notice. Forecasts are basad on

ralative long/short assumplions, estimates, opinions and hypothetical models that
value may prova 1o he incorrect,
Urffers and sales of alternative investments are subjact to
regulatory requirements and such investments may be available
onty to investors who are “Oualified Purchasers”™ as dafined
Ly the LS. Investment Company Act of 1940 and "Accrodited
nvestors” as defined in Reguiation D of the 1333 Securities
Act Altarnative invastments may be speculative snd involve
_ significant risks including illiquidity, heightened potential for loss
Crodit Maero/CTA ¥ and lack of transparency.
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