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How do Advisors spend their time?

Advisor Activity

Client-facing activities
Client meetings
Preparing for client meetings
Prospecting for new clients

Financial planning
(e.g., plan creation)

Client service problems
Administrative

Managing day-to-day operations
and administration

Practice management
(e.g., business planning, staff
development, marketing)

Compliance
Other
Investment management

Investment research, due
diligence, and monitoring

Trading and rebalancing

Professional development

Branch
Network
Advisors

56.1%
18.2%
11.3%

10.2%

10.4%

6.1%
16.5%

7.4%

4.6%

3.8%
0.7%
20.5%
13.2%

7.3%
6.9%

Independent
Advisors
54.8%

19.6%
10.1%

9.7%

9.1%

6.2%
24.5%

10.7%

8.9%

4.0%
1.0%
15.2%
10.0%

5.2%

5.5%

All
Advisors

55.3%
19.0%
10.6%
9.9%
9.7%
6.2%
21.2%

9.3%

7.1%

3.9%
0.9%
17.4%
11.3%
65.1%

6.1%

Source: Cerulli Associates, in partnership with Investments & Wealth Institute
and the Financial Planning Association (FPA)

Are you spending enough time
with clients & prospects?

Are you gaining a competitive
advantage with Administrative
activities?

Is Investment Management a
core competency of your
practice?
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Why do Investors trust you with their money...
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The need for implementation solutions

Industry trends have created the need for solutions that proactively
address fiduciary risks:

Detarmine
* Increasingly complex investment landscape client profile
* Investors seeking proactive risk management
» Greater scrutiny of fiduciary obligations Evaluate Develop
& report - IPS
* Demand for customized investments Portfolio
* Increased use of overlays management
rocess
» The search for yield &
o Hi il Implement, Manager
Higher market volatility Se i & vehicle
& rebalance selection

* Fee sensitivity

* Increased use of alternatives

Integrated Portfolio Implementation®

harnesses technology and a suite of investment solutions to meet the needs of today’s investors while maintaining
the ability to adapt to change.
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Efficiently Managing Client-Tailored Portfolios

How do | balance customizing each portfolio for each client
with efficiency and scaling my practice?

Is there an easy way to access a broad range of strategies
and models to address the investment needs across my

clients?
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The Advice Construction Gap

Advice Construction

Packaged Products

Gap
® e Leverage firm Leverage firm
research research
° e Customization for Richer oversight
investor
® e Practice Efficiency Practice Efficiency
° e Advisor models
e Outside Advice Outside Advice
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Building Blocks of Advice

Research

Securities

Advisor
Internal/

External
Investment
Managers

Models

Non-modeled
Allocation

Models Other
Securities Advisors
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Building Blocks of Advice
on-modeled
investment Manager Allocations
Objectives Models Models

Advisor
Models

Sleeve
Trading

Growth Model

Value Model

Securities

Approved
Securities
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Integrated versus traditional approach

Traditional Structure

Custodial Cushocii |I Cusiocial

Consultant/
Advisar

Custodial

Account 1 Accotnt Account 3 Account

[y [y e

* Multiple agreements and accounts

* Inefficient to rebalance, transition managers, process cash
flows

¢ Difficult to monitor risk exposures

* Multiple points of contact for service

* No real-time oversight

* Inability to coordinate trading among managers
* Administrative burdens

FOR FINANCIAL PROFESSIONALS ONLY

Integrated Implementation

Custodmal
Aocoun

Single agreement and account

Efficiently transition managers,
rebalance and process cash flows

Efficiently monitor and manage risks
Single point of contact for service
Real-time oversight

Coordinated trading

Significant administrative efficiency gains
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An Independent Marketplace for Strategies & Models

<,

To Access Modeh/Model Changes

and Manager Literature

To Deliver Models and
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Agenda

Client fees & tax considerations
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Investment vehicle fee comparison

Fees (basis points)
Asset Class TETELL
Alloc Separate MPA
Accounts? Model3
72 65 37

US Equity 45%
Intl Equity 15% 86 77 35
Taxable Fixed Inc 40% 55 37 21
Subtotal 100% 67.3 55.6 30.3
Overlay/Imp fee* 20
Total Investment Mgt Fee 67.3 55.6 50.3

"Morningstar Direct, Cerulli Associates. The Cerulli Edge, US Asset and Wealth Management Edition, July 2018, Issue #251.

2Morningstar Direct, Managed Portfolio Advisors. Fee rates represent the asset weighted fees for separate account composites included in the Morningstar separate account manager database as of August 2018. Strategies with missing fee or
asset numbers were excluded as were strategies indicating zero assets or fees.

3Managed Portfolio Advisors. Fee rates represent the average of fee rates for separate account strategies from managers that are delivering model portfolios to Managed Portfolio Advisors as of August 2018.

4Overlay fee provided for illustrative purposes only.

FOR FINANCIAL PROFESSIONALS ONLY ' NﬁI'.iﬁ".§



Quantifying the cost of taxes

Lipper Analytics 2010 Tax Study (2000-2009)'

* Taxable investors gave up between 1-2% of return to taxes
* Carry-over losses typically used within 2 years of downturn

* Historically taxes at least as important as fees

Academic research
* Explaining After-Tax Mutual Fund Performance?
— Equity investors in top tax brackets lost 2.2% annually to taxes (1981-1998)
— Risk, pre-tax performance, investment style and expenses determine future after-tax results

* The Value of Tax Efficient Investments?
— Investors in top tax bracket lost 1.84% annually to taxes (1995-2005)

* Tax Efficient Asset Management: Evidence from equity mutual funds*
— Higher tax burden funds do not exhibit superior before-tax performance
— The average long-term capital gains overhang is 10.3% historically

Roseen, Tom, “Taxes in the Mutual Fund Industry - 2010,” Lipper, a Thomson Reuters company.

Peterson, J.D., P.A. Pietranico, M.W. Riepe, and F. Xu, “Explaining After-Tax Mutual Fund Performance.” Financial Analysts Journal, Vol. 58, No. 1 (January/February 2002)
Longmeier, G. & G. Wotherspoon, “The Value of Tax Efficient Investments: An Analysis of After-Tax Mutual Fund and Index Returns.” The Journal of Wealth Management, Fall 2006
Clemens, S. and Zhang, H., “Tax Efficient Asset Management: Evidence from equity mutual funds,” December 27, 2014
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Investment vehicle comparison

Mutual funds and ETFs

* Required to distribute net income and capital gains at least annually

* Cost basis is shared with other investors in the fund

* ETFs can minimize capital gain distribution through creation/redemption process
* Investors taxed on distributions and when fund shares are sold

Separately managed accounts

* Client establishes own cost basis in each security

* Taxable events occur when underlying securities are sold
— Gains and losses

FOR FINANCIAL PROFESSIONALS ONLY
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Mutual fund capital gain distributions

Equity Mutual Fund History: Long-term capital gain distribution ratio (1991-2015)

9.0
B0
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Performance data shown represents past performance and is no guarantee of, and not necessarily indicative of, future results. Index returns are not intended to imply any future performance of any investment product.
Note: Distribution ratios are calculated by dividing total equity mutual fund distributions by year-end assets.
Sources: Investment Company Institute 2015 Factbook, Bloomberg, and Managed Portfolio Advisors®, a division of NGAM Advisors, L.P.
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Equity mutual fund distribution trends (1991-2016)

Equity Mutual Fund History: Long-term capital gain distribution ratio (1991-2015)

9.0

2000 S&P 500° Negative
B.0% -9% Calendar Year Returns

2008

270,
3.0% 2001 3 A’
. -12%
2002
-22% I
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1991 1992 1993 1994 1995 1996 1997 19598 1999 2000 2001 2002 2003 Z004 2005 2006 2007 2008 2009

2010 2011 2012 2013 2014 2015

Performance data shown represents past performance and is no guarantee of, and not necessarily indicative of, future results. Index returns are not intended to imply any future performance of any investment product
Note: Distribution ratios are calculated by dividing total equity mutual fund distributions by average monthly assets for each year.

Sources: Investment Company Institute 2014 Factbook, Bloomberg, and Managed Portfolio Advisors®, a division of NGAM Advisors, L.P.
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Agenda

Automating the investment process & outsourcing
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How do Advisors spend their time?

Branch
Advisor Activity Network In:z;:liesnoc::nt Ad:i!ors
Advisors

Client-facing activities 56.1% 54.8% 55.3%
Client meetings 18.2% 19.6% 19.0%
Preparing for client meetings 11.3% 10.1% 10.6%
Prospecting for new clients 10.2% 9.7% 9.9%
A bl saruies ocoblams i1 s e i

Saic Independent All

Advisors Advisors

Advisor Activity Network
Advisors

Managing day-to-day operations + 11.2% 14.7% 13.2%

Compliance

Investment management 20.5% 15.2% 17.4%
Investment research, due 13.2% 10.0% 11.3%
diligence, and monitoring
Trading and rebalancing 7.3% 5.29% 6.1%

Professional development 6.9% 5.5% 6.1%

Source: Cerulli Associates, in partnership with Investments & Wealth Institute

2! and the Financial Planning Association (FPA) C’ Vestmark



A Comprehensive Portfolio Management & Trading
Platform

Fund Wrap, SMA, UMA, Rep as Manager, Rep as Advisor

Vestmark Custody and Trade Network

% —) @ Vestmark Advisory Services (VAS) & Manager Marketpiace (VMM)

Vestmark Business Process Outsource (BPO) Services
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Middle & Back Office Outsourcing

Order
Generation

-

a

Model
Delivery

((-A'D

Composites
Management

QPR
Report
Generation

€ i

Performance
Trade Matching Administration

of

Billing
Administration

$

Model Trading

Service
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Outsourcing considerations

What is my value to clients?

What'’s holding back growth in my practice?

What areas of investment management are a true core competency?
Asset allocation
Manager selection
Security selection

Should | be executing trades?

Am | gaining a competitive advantage from my operational functions?

These answers may change over time =» have flexibility
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Disclosure

Natixis Investment Managers does not provide tax or legal advice. Please consult with a tax or legal professional prior to making any investment decisions.

This document may contain references to third party copyrights, indexes, and trademarks, each of which is the property of its respective owner. Such owner is not affiliated with Natixis Investment Managers or any of its related or affiliated
companies (collectively “Natixis”) and does not sponsor, endorse or participate in the provision of any Natixis services, funds or other financial products.

The index information contained herein is derived from third parties and is provided on an “as is” basis. The user of this information assumes the entire risk of use of this information. Each of the third party entities involved in compiling,
computing or creating index information disclaims all warranties (including, without limitation, any warranties of originality, accuracy, completeness, timeliness, non-infringement, merchantability and fitness for a particular purpose) with respect
to such information.

Natixis Investment Managers consists of Natixis Investment Managers, S.A., Natixis Distribution, L.P. ("Natixis Distribution"), Natixis Advisors, L.P. (“Natixis Advisors"), Natixis S.A., and Natixis S.A.'s business development units across the
globe, each of which is an affiliate of Natixis Investment Managers, S.A. The affiliated investment managers and distribution companies are each an affiliate of Natixis Investment Managers, S.A.

Natixis Advisors, L.P. provides advisory services through its divisions Active Index Advisors*™™ and Managed Portfolio Advisors®. Advisory services are generally provided with the assistance of model portfolio providers, some of which are
affiliates of Natixis Investment Managers, L.P. Natixis Advisors, L.P. is located at 888 Boylston Street, Boston, MA 02199. « 800-862-4863 « im.natixis.com

Natixis Distribution, L.P. is a limited purpose broker-dealer and the distributor of various registered investment companies for which advisory services are provided by affiliates of Natixis Investment Managers, S.A. Natixis Distribution, L.P. is
located at 888 Boylston Street, Boston, MA 02199. 800-862-4863. im.natixis.com.

1056276.7.1
Exp. 4/30/2019
MPA18-0718
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¥, Vestmark

inquiry@vestmark.com

www.vestmark.com
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C E C R E D ITS Sponsored by Presented by
C} Vestmark FA ‘1 fINTEK vews

* Investments & Wealth Institute™ (previously known as IMCA) — 1 hour

This webcast qualified for the following continuing education credits:

If you would like to receive credit for participating in this live webcast, please follow the directions below.

*NOTE: YOU WILL HAVE 10 DAYS AFTER WATCHING THE LIVE WEBCAST TO REPORT FOR CREDIT VIA OUR WEBSITE.
Financial Advisor Magazine will then report to The CFP Board and Investments & Wealth Institute™ on your behalf. After 10 days the webcast will no
longer be available for reporting.

1. Visit our website http://www.fa-mag.com/ce_center.php

2. Select the designation you would like to report the webcast to.

3. If you have already registered to complete and report CE credits with us, please login using your username and password.
If you are new to our CE Center, please complete the registration form in its entirety. (Note: You will need to supply your ID# generated from
Investments & Wealth Institute™.)

4. Once you are logged in to your CE Center account, SCROLL TO THE BOTTOM OF THE PAGE to find the list of CE exams and webcasts we

offer. (Please read the important information on that page regarding the CE reporting process.)

Click on the webcast you attended and complete the short questionnaire and print the “Certificate Of Completion” page for your records.

6. The webcast credit will be reported by Financial Advisor magazine the first week of the new month for the previous month. Allow 10 business days
for the credit to be posted on your account.

o

If you have any questions regarding CE credit reporting, please email Sherri Scordo at sherri@fa-mag.com

To view the slides and a recording of this webcast please visit: http://www.fa-mag.com/VestmarkWebcastDec4

For upcoming webcasts, please visit: http:/www.fa-mag.com/webcasts.html
Please send your questions, comments and feedback to: dawn@fa-mag.com



