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Canterbury Consulting (“CCI”) is an SEC registered Investment Adviser. Information pertaining to CCl's advisory
operations, services, and fees is set forth in CCl's current Form ADV Part 2 (Brochure), a copy of which is available
upon request and at www.adviserinfo.sec.gov. Information provided through CCI's Quarterly Outlook related to
market or asset class performance figures is believed to be derived from reliable sources. However, CCl assumes
no responsibility for their content or the manner in which the viewer utilizes such information. The performance
information presented in certain charts or tables is for informational purpose only and represents historical
performance based on available market data results for the quarterly period shown above and does not reflect any
performance related to trading in actual accounts. Any recommendations or statement made in the Quarterly
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 Fixed Income

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

(i) Preserve after-tax wealth and mitigate volatility
(i) Maintain comparable exposure to the broad municipal market
(iii) Exhibit returns uncorrelated to equity markets

Role Asset Categories Risks

Growth Public and Private Equity Market Decline

Capital Preservation Fixed Income, Hedge Funds

Rising Interest Rates, Highly
Correlated Markets

T e Braleaia Real Assets: Real Estate,
Commodities

— Canterbury global fixed income portfolios are expected to deliver consistent after-tax and net of fees excess returns
and moderate tracking error versus the Barclays Municipal Bond Index

Deflation

— Canterbury’s fixed income portfolios will exhibit benchmark-like after-tax yields and credit quality. However, they will
do so with more portfolio diversification and lower duration
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Index Returns Fixed Income
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Barclays Global Aggregate 2.60 4.41 -2.18 -0.35 0.78 2.39 3.69
Barclays US Agg Bond 1.45 2.27 -0.31 248 221 3.19 4.48

U.S. Treasurys

BofAML 3M US Treasury Note 0.19 0.28 0.43 0.24 0.18 0.17 0.59
Barclays Short Treasury 0.18 0.30 0.48 0.33 0.26 0.24 0.77
Barclays Intermediate Treasury 0.66 1.21 -1.33 1.48 1.06 1.90 3.47
Barclays Long Term US Treasury 3.96 5.41 -7.22 5.58 2.76 5.95 7.34
Barclays U.S. Treasury TIPS O-5Y -0.50 0.19 0.32 0.01 0.32 1.23 2.50
Barclays US Treasury US TIPS -0.40 0.85 -0.63 0.63 0.27 2.87 4.27

U.S. Corporate Credit

Barclays US Corp IG 2.54 3.80 2.28 3.61 3.96 5.10 5.79
S&P/LSTA Leveraged Loan 0.76 1.91 7.42 3.35 4.58 5.09 4.48
BofAML US HY Master I 2.14 491 12.75 4.48 6.92 8.03 738
BofAML US HY BB-B Constrained 2.21 4.54 11.15 4.56 6.67 7.81 7.14
BofAML US Corporate AAA 8885 4.28 -0.26 3.89 2.88 3.79 4.38
BofAML US Corporate AA 1.88 291 0.35 237 3.19 4.07 4.66
BofAML US Corporate A 2.26 3.43 1.19 S5l 3.69 4.79 5.05
BofAML US Corps BBB 2.65 4.46 3.91 3.58 4.64 5.83 6.69
BofAML US High Yield BB 2.59 4.65 9.82 6,28} 6.87 8.02 7.91
BofAML US High Yield B 1.76 4.48 13.15 3.84 6.44 7.65 6.28
BofAML US High Yield CCC 1.70 6.95 23.08 4.44 8.30 8.98 8.21
Securitized

Barclays ABS 0.60 1.14 0.63 1.66 1.49 2.25 2.98
Barclays MBS 0.87 .5 -0.06 2.17 2.00 2.67 4.31
Barclays CMBS 1.31 2.09 -0.71 2.23 2.65 4.35 5.28
Municipals

Barclays Municipal 1.96 3.57 -0.49 3.33 3.26 4.21 4.60
Barclays Muni 1-10 1.21 2.76 0.27 1.97 2.02 2.70 3.69
Global

Citi WGBI 2.89 4.49 -4.14 -1.00 -0.20 1.68 3.49
Barclays Gbl Agg Ex USD 3.55 6.12 -3.80 -2.42 -0.36 1.75 3.05
JPM EMBI Plus 2.40 6.27 8.1 4.77 4.97 6.78 7.19
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Market Environment Fixed Income
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* Fixed income finished the quarter
positive despite a second rate hike
from the Fed in June. With long run
targets unchanged, long-term
interest rates remained anchored as
inflation and term premiums remain
subdued
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U.S. earnings. Asset flows into
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Market Environment Asset Class Report Updates

8.000

7000 e U.S. treasury issuance significantly

6,000 increased after the financial crisis.
LY Since the Fed began tapering,
e treasury issuance plateaued while
2.000 corporate and MBS issuance
1,000 I I I I I I continued to grow

0

1996 1998 2000 2002 2004 2006 2008 2010 2012 2014 2016

* The EM debt market has grown
significantly since 1996. While
a5 investors have worried about EM
3,500 liabilities denominated in U.S.
S dollars, debt denominated in local

2.500 .
000 currency has exponentially grown
1,500 since 2004
1,000
=0 11 I I I e Corporate leverage across the globe
g H B m H ®

1996 1998 2000 2002 2004 2005 2008 2010 2012 2014 2016 significantly decreased after 2008
with European and Japanese
leverage higher than that of the U.S.
and EM. Leverage in the U.S. and EM
has since grown while leverage in

{ * ' ‘ | I | | I ‘ ‘ l ] ] ] ] Europe and Japan has moderated

1996 1998 2000 2002 20C4 2006 2008 2010 2012 2014 2016

Billions $

U.S. Bond Issuance

mTreasury ®mAgency ®Muni mCorporate ®MBS ®ABS

EM Debt Size
Market Cap ($Bn)

m EM Soveresign (USD) mEM Sowvereign (Local) m EM Corporate (USD)

Debt/ EBITDA
i e e s e e e
oUDUIoUDUIDUoUOUO U

Corporate Leverage

mS5&P 500 = MSCIEAFE ~ MSCIEM

Sources: SIFMA, Bloomberg, JPM EM Indices (EMBI Global, JPM GBI-EM Broad, JPM

( CanterburyConsulting CEMBI Broad) 2



Portfolio Characteristics

Sector Distribution

Carrent Mu:::::;aly;ond
Portfoli
SIHENE Index

Barclays 1-10
YR Muni Bond

US Treasury 2.6% 0.0% 0.0%%
Agency 3.3% 0.0% 0.0%
Local Autherity (non-US) 0.3% 0.0% 0.0%%
Municipal (U5} 45.7% 100.0% 100.0%
Sovereign (non-US) 17.7% 0.0% 0.0%%
IG Corporate 2.6% 0.0% 0.0%
HY Corporate 7.3% 0.0% 0.0%
Bank Loans 27% 0.0% 0.0%
MBS 7.8% 0.0% 0.0%
AES 0.3% 0.0% 0.8
CMES 0.7% 0.0% 0.0%%
CLO 0.0% 0.0% 0.8
Other & Cash 8.6% 0.0% 0.0%
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e
An
AA
A
EEBE
EE
B
CCC
= CCC & MR
00 100 200 300 400 500 600

W Cumrent Portfolic

Eamiays Munipsl Band indax

Eamigys 1-10YR Muni Eand

Regional Distribution - Gountry Allocation
Current

Barclays
. Barclays 1-10
Municipal Bond YR Muni Bond
Index

FPortfolio
us T390 10000 100.0%
Non-US Developed 14 5% 0.0% 0.0%
Nen-US Emerging 11.7% 0.0% 0.0%

Gurrency Allocation

Current M Barclaly;0 od Barclays 1-10
Partfalio ""'Icl"';:x YR Muni Bond

us 89.0% 100.0% 100.0%
Non-US Developed -2 6% 0.0% 0.0%
Non-US Emerging 13.7% 0.0% 0.0%

Portfolio Characteristics

Current Mu:::irc'alygo ~ Barclays 1-10
Portfolio In';:x YR Muni Bond

Effective Duration 3.04 515 404
Yield to Maturity (3) 407 214 172
Coupon Rate (%) 479 474 481

Average Credit Quality (Barclays)
Fortfolio Checklist
Barclays

Current . Barclays 1-10
Portfolio  |"™iciPal Bond | yp muni Bond
Index

il |

Yield*

Duration® IZ[

Credit Quality® | | |
Sector Diversification” o)

Region Diversification” ™

1. The yield-to-maturity ("YTM") should be 80%: of the YTM of the benchmark or greater
2. Duration should not exceed the benchmark

3. Average credit quality, using Barclays methedology, should be BBB or higher

4. Mo sector should exceed 30% of the total allocation and at [east half of the sectors
should have allocations greater than 2.5%

5. No region (see "Regional Distribution”) should exceed 75% of the of the total allocation

The Baseline Portfolio has allocations to the following investment manager types: 50% Municipals, 30%
Global, 10% Credit, and 10% Mortgage-Backed
Source of Benchmark Information: Barclays
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Fixed Income

Canterbury recommends reducing
interest rate exposure by targeting a
portfolio duration less than that of
the benchmark (Barclays Municipal
Index)

Investors can lower portfolio duration
(while maintaining yield) by allocating
to credit and diversifying globally

Inefficiencies in the municipal market
allow us to target similar credit quality
as the benchmark with much less
duration risk

Canterbury attempts to maximize the
risk return relationship of fixed
income portfolios by spreading risk
across several factors (interest rate,
credit, prepayment, liquidity, currency,
political, counterparty, etc.)



