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NEW RULE RAISES QUESTIONS O § en ot

1. WIll the rule stand with the new president?

2. What, exactly, does it take to fulfill fiduciary duties?

Principles-based guidance makes getting answers difficult.
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THINGS WE KNOW FOR SURE O e consres

1. There is greater awareness about level of service
and nature of advice.

2. Existence of new rule implies existing practices or
current research behind recommendations is not
adequate and will not suffice going forward.
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EXPECTATIONS FOR FIDUCARY SERVICE ) o s

LIKELY TO PERSIST

1. Investors’ expectations for the fiduciary standard are here to
stay no matter what the official rules say
2. Do firms or advisers wants to be seen as not putting the

client’s interests first?
Significant investment already made to fulfill new rule. ?
Fiduciary level of service is a best practice and competitive

edge

B~ W

Numerous independent media and thought Ieaders agree.

Josh Brown, the Reformed Broker, in
, by Marie Swift

Op/eds in ) and
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http://thereformedbroker.com/2016/11/28/i-dare-you/�
http://marie-swift.blogspot.com/2016/11/the-dol-fiduciary-rule-is-here-to-stay.html�
http://www.forbes.com/sites/greatspeculations/2016/11/29/dol-rule-may-change-under-trump-but-clients-likely-to-demand-fiduciary-standard-from-advisors/�
http://www.wealthmanagement.com/equities/there-s-no-getting-out-fiduciary-duties�
http://www.marketwatch.com/story/no-matter-what-trump-decides-on-the-fiduciary-rule-the-standard-will-only-gain-strength-2016-11-22�

MEANING OF FIDUCIARY O § en ot

1. Duty of Loyalty
- Do what is right for the client

2. Duty of care

« Inarguably in best interests of clients
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https://www.law.cornell.edu/uscode/text/29/1104�
https://www.law.cornell.edu/uscode/text/29/1104�
https://www.law.cornell.edu/uscode/text/29/1104�

INVESTORS DESERVE BETTER RESEARCH ) o s

1. New rule not need if existing research has no flaws
» Technical research lacks rigor
« Traditional sell-side research
« Conflicted? some highly publicized issues
« Diminishing resources

2. What defines “Better” or fiduciary quality research?
* 100% un-conflicted

« Inarguably in best interests of clients
1. Comprehensive
2. Objective
3. Transparent
4. Relevant

Confidential - New Constructs, LLC 7



DEFINING “BETTER” RESEARCH ) o s

1. Comprehensive:

All relevant publicly-available (e.g. 10-Ks and 10-Qs) information has
been diligently reviewed, including the footnotes and MD&A.

2. QObjective:
There must be empirical analysis that supports the recommendation.

3. Transparent:

Advisers should be able to show how the analysis was performed and
the data behind it.

4. Relevant:

There must be a to
stock, ETF or mutual fund performance.
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https://www.newconstructs.com/roic-paradigm-linking-corporate-performance-valuation/�

What Our Research Looks Like
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PORTFOLTO TRACKING & ALERTS £ | e consrcs

Portfalio:

ThomsonONE demos

©

[ Add |

Details

Ticker

GBX

UAL

TGT

NVR

L2

SPY

DAL

JBLU

IBM

STZ

TRI

DD

ARNC

VAPAX

Name

Greenbrier
Companies, Inc.

United Continental
Heldings Inc

Target Corporation

NVR Inc.

State Street Select
Sector SPDR Trust:
Consumer Staples
Select Sector SPDR
Fund

State Street SPDR
S&P 500 ETF Trust

Delta Air Lines, Inc.

JetBlue Airways Corp

International
Business Machines
Corp

Constellation Brands,
Inc.

Thomson Reuters
Corp

E.l. Dupont de
Nemours & Company

Arconic Inc

Virtus Opportunities
Trust: Virtus Equity
Trend Fund

Stock

Stock

Stock

Stock

ETF

ETF

Stock

Stock

Stock

Stock

Stock

Stock

Stock

Mutual
Fund

Sector /
Category

Industrials

Industrials

Consumer
Discretionary

Consumer
Discretionary

Consurmer
Staples

Large Cap
Blend

Industrials

Industrials

Information
Technology

Caonsumer
Staples

Consumer
Discretionary

Materials

Materials

Large Cap
Blend

Institutional Edit/ Alert Download Print
Membership Creats Emails csv All
50 Portfolios

Unlimited Tickers

< Mkt Val / Div Overall Rating x| RO FCF Price GAB Analyst Notes e
AUM?  Yield v Yield  to EBV Updated®

$42.05 $1,193 | 2.0% & 20% 146 0.5 <1 x
$75.17 $23,850 - & 14% 12% 0.5 <1 | Nov 14,2016 x
$77.39 $43,470 | 3.1% & 11% 9% 0.8 <1 | Nov2B,2016 x
$1,650.90 $6,258 - & 18% 3% 1.0 <1 | DecO1,2016 X
$52.04 $7,598 - b 12% 2% 1.5 21 x
$226.51 | $208,161 - & 18% 2% 2.7 a0 x
$51.78 $38,130 | 1.6% Attractive & 9% 5% 1.0 11 x
$21.90 $7,000 - Attractive ¥ 12% 3% 0.9 16 x
$166.52 | $158,336  3.4% Neutral ¥ 10% 2% 1.2 <1 x
$152.82 $30,394 | 1.0% Neutral ¥ 8% 2% 23 31 x
$44.79 $33,833 | 3.0% D""Qem“: <+ 4% 7% 36 | >100 | Jul 11,2016 x
$74.85 $65,070 | 2.0% m: ¥ 5% 196 5.1 44 | Jun22,2016 x
$21.80 $9,659 | 1.7% m: ¥ 1% 0% 1.3 20 | Oct05,2016 x

$12.40 $825 - - ¥ 11% 0% 29 33 x
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€k | New Constructs*

DETAILED RATINGS, MODELS & REPORTS [

Ticker: Tor

Ratings Methodology

Closing Price: $77.38 (Dec 09, 2016}

Target Corporation (TGT) pividend Yield: 3.1%

Analyst Notes : New 10-Q & Forecast 11/28/16 | Exec Comp Linked to ROIC Nov 2016

Quality of Earnings Valuation
Econ vs Reported Price to
Overall Rating @ ROIC @ FCF Yield @ GAP @
EPS @ EBVY @

Very Dangerous Misleading Trend Bottorn Quintile <-5% »350r-1<0 > 50
Dangerous False Positive 4th Quintile 5% <-1% 24<350r<-1 20 <50
Neutral Neutral EE 3rd Quintile -1% < 3% 1.6<24 10 <20
Attractive Positive EE 2nd Quintile 3% < 10% 1.1<1.6 3<10

Top Quintile >10% AINREEIID  (eEsID
TGT $3.31 vs. $5.62 1% 9% 0.8 <1yr
Benchmarks
Positive EE o 18% 2% 2% 30 yrs.
Russell 2000 (IWM) Positive EE 6% -0% 34 44 yrs
Add to Portfolio Company Modsl Download XLS Download Report
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STOCK, ETF & MUTUAL FUND SCREENING

Stocks ETFs and Mutual Funds Dynamic Data  1-Click Reports  Dashboards (Beta)

Select criteria:

Ticker

VICDAX

FDTGX

FDCGX

FDIGX

FDFAX

VICSAX

Fund Type

ETF
Mutual Fund (MF)

Price @
b= $

v Less

Overall Rating @

@ Very Attractive

Attractive
Neutral
Dangerous

_| @ Very Dangerous

MName

Sector Style
Consumer Discretionary [ | Industrials —| All Gap Blend [ Mid Cap Blend
Consumer Staples _lInformation Technology | [ All Gap Growth —| Mid Gap Growth
_| Energy ~ | Materials —1 All Cap Value ~|Mid Gap Value
_| Financials / Non-REIT _| Telecom Services " | Large Cap Blend —1Small Cap Blend

"I Financials / REIT [T Utilities
_| Health Cara

Assets @

> = B § 20000

Provider ®

Type Category

Vanguard World Funds: Vanguard Consumer Discretionary Index Fund | MF | GConsumer Discretionary

Fidelity Select Portfolios: Fidelity Advisor Consumer Staples Fund

Fidelity Select Portfolios: Fidelity Advisor Consumer Staples Fund

Fidelity Select Portfolios: Fidelity Advisor Consumer Staples Fund

Fidelity Select Portfolios: Consumer Staples Portfolio

Vanguard World Funds: Vanguard Consumer Staples Index Fund

MF Consumer Staples
MF Consumer Staples
MF Consumer Staples
MF Consumer Staples
MF Consumer Staples

M

Price’

$60.78

$90.41

$88.77

$91.99

$92.14

$65.54

[Tl Large Cap Growth [T]Small Cap Growth
] Large Cap Value ~1Small Cap Value

Initial Minimum &

= 3
Total Annual Costs @
»= B %

Download CSV ¥

Add to
Assets (MM) Initial Min  Owverall Rating  Total Annual Costs Portfolio
$2,103 | $100,000 Attractive 0.11% +
$2,795 $2,500 Attractive 2.94% +
$2,795 $2,500 Attractive 2.15% &
$2,795 $2,500 Attractive 1.00% +
$2,795 $2,500 Attractive 0.99% +
$3,923 | $100,000 0.12% *
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¢ % 3 New Constructs®
%’%4 Diligenca | Independencs | Perfarmance

What Our Research Is Better
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(* ) Ve Construets®

Dilig

VERSUS OTHER RESEARCH OFFERINGS

SEC Not Paid By No

Mutual Aol & Reverse Filings/ Funds or Banking or
Stocks ETFs Funds Econpmlc DCF Footnotes MD&A  Models Sowen | Comperies| T
Earmings Data Covered Revenues

New Constructs v v v v v v v v v v v
CFRA limited \ ? 1/2 1/2 v v
Credit-Suisse HOLT N N \
MorningStar \ \ v \ .
EVA Dimensions v v J N
S&P Capital 1Q \ N
Zack's v N
Other Sell-Side \
Valuentum.com v v N 4 N
Finbox.io v v 4 N
GuruFocus Y N N N
Other Firms \ 2 n
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BE THE SANE & REASONABLE VOICE €5 jew construces
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DISCLOSURE TRENDS ARE NOT YOUR FRIEND ) o s

« Filings have grown to 200+ pages
(That'’s longer than the average novel.)

* Increasingly complex and time-consuming work
 Accounting rules are constantly changing

/‘ FINANGIAL
ACCOUNTING
o STANDARDS BOARD

Kodak
Moments

Confidential - New Constructs, LLC 16



CLIENTS & PARTNERS O j e consruers

* Top hedge fund and institutional money managers
 Top wealth management firms

* Top advisors SQUAWK

ON THE STREET

* Top accounting & consulting firms

.....
------
+++++++

THOMSON

REUTERS’ =
EY Scottrade

EAGLE

Aot
Management

MarketWatch

THE WALL STREET XUENAL
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How Our Technology Provides
Due Diligence With Scale
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E. New Constructs®

TECHNOLOGY & REGULATION ARE CHANGING INVESTING <

-

Technology

Confidential - New Constructs, LLC 2
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E. New Constructs®

WE MAKE TECHNOLOGY WORK FOR YOU

Robo Analyst
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MACHINES CAN BE BETTER AT SOME FORMS OF DILIGENCE (*»chwt

WHO HAS TIME TO READ 200+ PACE FILINES?
I

L ; | 10Ks |

L e~
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MACH | N E LEARN I NG FROM EXPE RTS (* P !\IewConstrgcts

OUR FORENSIC EXPERTS
USE CUTTINCG-EDCE TECH
TO SHINE A LICHT IN THE
DARK CORNERS OF
FINANCIAL FOOTNOTES.
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@ { New Constructs*

<
e

GIVE CLIENTS THE LEVEL OF SERVICE THEY EXPECT

LEVERACE THE LATEST TECHNOLOCY AND CET AN EDCE
WITH OUR RESEARCH ON STOCKS, ETFS AND MUTUAL FUNDS

Key Benefits

1. More insight less cost
2. More risk management
3.  More trust from clients
4. More diligence
a. Independent
b. Forensic
c. Comprehensive
d. Objective
5.  Better fulfillment of fiduciary duties

VALUE INVESTING 20—
FCHINE LEARNING FROM  EXPERTS
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RESEARCH TECHNOLOGY PLATFORM O j e Constucs

2
=
o
=
=
-
=
I ) a =
! ,I 4 l : ] I | et
=
SEC Filings =
— " d || ==

E —

Financial X | T~ | 11 &
R 1 Data » Modeling Web-based tool X
Sialoments | | A Classification Algorithms -based tools =
/S, BIS, C/F) 2 Protocols e ) for analyzing raw 2
in table format = / I " | 2pata ] % * Software logic data and modeled =
r E I l/,a" Management | u‘""f B ___and code results. o
Notes to the : Protocols : =
Financial ; 3 Database E =
Statements T AiEnoles 2.
not in tables = E'

I\h -~ I\h j H‘m. 5 l"\.,_,.-"'l

We created our own data collection technology to provide high integrity models to clients.
Traditional data feeds are not trustworthy for sophisticated financial modeling.
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BIGGER HAYSTACKS, MORE NEEDLES (*»N“'Ct“t

Material Hidden ltems
16% CAGR

3500

3000
-—’
-

-
2500 -

2000 >z

1500 L

1000

500

2009 2010 2011 2012 2013
4= = o\|D&A Hidden ltems

Items found only in the MD&A (e.g. gains, charges, deferred items, etc) that distort income statement results are rising rapidly.
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ASSET WRITE-DONWS ARE A RED FLAG €5 ew consirucs

N

32,583

Over the last 5+ Years, we found 32,583 write-downs.

# of Write-Downs

7,000

6,000 -

5,000 -

4,000 -

3,000 -

2,000 -

1,000 -

2009 2010 2011 2012 2013 2014

H Total - 3000+ companes
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MANAGEMENT’ S INFLUENCE ON PROFITS €5 ew consirucs

e

Distribution of Return On Plan
Asset Assumptions

250 -
Auditors & investors need to know this data.

200 -

Raising the expected Return on Plan Assets
(EROPA) reduces reported pension expense.

The mean EROPA for 2014 was 6.5%. Roughly

150 -
55% of companies expect a long-term return
100 1 on plan assets between 6.5% and 7.5%.
g0 Virtusa Corp (VRTU) has the most aggressive
assumptions, with EROPA of 10.38%, followed
by Exlservice Holdings (EXLS) at 9%.
O _

bv‘o"ob’\’\‘b‘bo.)
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DISCLOSURES & DISCLAIMERS [#) e consiues

New Constructs®, LLC (together with any subsidiaries and/or affiliates, New Constructs®) is an independent organization with no management ties to the companies it covers. None of
the members of New Constructs’ management team or the management team of any New Constructs’ affiliate holds a seat on the Board of Directors of any of the companies New
Constructs covers. New Constructs does not perform any investment or merchant banking functions and does not operate a trading desk.

New Constructs’ Stock Ownership Policy prevents any of its employees or managers from engaging in Insider Trading and restricts any trading whereby an employee may exploit inside
information regarding our stock research. In addition, employees and managers of the company are bound by a code of ethics that restricts them from purchasing or selling a security
that they know or should have known was under consideration for inclusion in a New Constructs report nor may they purchase or sell a security for the first 15 days after New
Constructs issues a report on that security.

New Constructs is affiliated with Novo Capital Management, LLC, the general partner of a hedge fund. At any particular time, New Constructs’ research recommendations may not
coincide with the hedge fund’s holdings. However, in no event will the hedge fund receive any research information or recommendations in advance of the information that New
Constructs provides to its other clients.

DISCLAIMERS

The information and opinions presented in this report are provided to you for information purposes only and are not to be used or considered as an offer or solicitation of an offer to buy or
sell securities or other financial instruments. New Constructs has not taken any steps to ensure that the securities referred to in this report are suitable for any particular investor and
nothing in this report constitutes investment, legal, accounting or tax advice. This report includes general information that does not take into account your individual circumstance,
financial situation or needs, nor does it represent a personal recommendation to you. The investments or services contained or referred to in this report may not be suitable for you
and it is recommended that you consult an independent investment advisor if you are in doubt about any such investments or investment services.

Information and opinions presented in this report have been obtained or derived from sources believed by New Constructs to be reliable, but New Constructs makes no representation as
to their accuracy, authority, usefulness, reliability, timeliness or completeness. New Constructs accepts no liability for loss arising from the use of the information presented in this
report, and New Constructs makes no warranty as to results that may be obtained from the information presented in this report. Past performance should not be taken as an indication
or guarantee of future performance, and no representation or warranty, express or implied, is made regarding future performance. Information and opinions contained in this report
reflect a judgment at its original date of publication by New Constructs and are subject to change without notice. New Constructs may have issued, and may in the future issue, other
reports that are inconsistent with, and reach different conclusions from, the information presented in this report. Those reports reflect the different assumptions, views and analytical
methods of the analysts who prepared them and New Constructs is under no obligation to insure that such other reports are brought to the attention of any recipient of this report.

New Constructs’ reports are intended for distribution to its professional and institutional investor customers. Recipients who are not professionals or institutional investor customers of
New Constructs should seek the advice of their independent financial advisor prior to making any investment decision or for any necessary explanation of its contents.

This report is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or resident of or located in any locality, state, country or jurisdiction where such
distribution, publication, availability or use would be contrary to law or regulation or which would be subject New Constructs to any registration or licensing requirement within such
jurisdiction.

This report may provide the addresses of websites. Except to the extent to which the report refers to New Constructs own website material, New Constructs has not reviewed the linked
site and takes no responsibility for the content therein. Such address or hyperlink (including addresses or hyperlinks to New Constructs own website material) is provided solely for
your convenience and the information and content of the linked site do not in any way form part of this report. Accessing such websites or following such hyperlink through this report
shall be at your own risk.

All material in this report is the property of, and under copyright, of New Constructs. None of the contents, nor any copy of it, may be altered in any way, copied, or distributed or
transmitted to any other party without the prior express written consent of New Constructs. All trademarks, service marks and logos used in this report are trademarks or service
marks or registered trademarks or service marks of New Constructs.

Copyright New Constructs, LLC 2003 to present. All rights reserved. Confidential - New Constructs, LLC 29
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