Separate Accounts Solutions
Customized portfolios of ETFs, individual stocks,
and/or individual bonds for higher net worth
investors and institutions seeking to build wealth,
generate income, or actively manage tax consequences.

A Flexible, Personalized,
Risk-Managed Portfolio
CLS’s Risk Budgeting Methodology is the foundation of our portfolio
construction process. It starts with defining a personalized
Risk Budget1, based on the individual or organization’s specific
investment goals. This budget represents the amount of risk
the investor is comfortable taking on in exchange for potential
returns. The individual Risk Budget is the risk level at which we
manage the portfolio.
To build a portfolio with a risk/return balance appropriate for the
investor, CLS analyzes the characteristics of investments within
more than 100 asset class segments and strategies across the
globe. We are careful to not underexpose the portfolio to risk, as
this may give it inadequate opportunity to grow. Yet we do not
overexpose it, as this could leave the investor unable to meet
financial obligations.

RISK ALIGNED TO
YOUR LEVEL OF COMFORT
Everyone has a certain level of comfort:
some may like the thermostat set at 69
degrees, others may prefer 73. No matter
what the weather is like outside, the
thermostat works to keep the temperature
inside at a designated level. Risk Budgeting
is essentially a thermostat for the portfolio.
Once the Risk Budget is set, CLS consistently
monitors and analyzes portfolio assets to
keep the risk level constant no matter how
global market conditions change.

IN SHORT, RISK BUDGETING PROVIDES:
• A unique, consistent risk management process
• Stability and peace of mind that the portfolio is being
maintained to the level of risk the investor is comfortable
with, regardless of what’s happening in the market
• A personalized portfolio that seeks opportunity in the
global market

Much like a scale keeps weight balanced, Risk
Budgeting ensures that the amount of risk in the
portfolio is equal to the level of risk the investor is
comfortable with. To explore our Risk Budgeting
Scale, please visit CLSinvest.com/scale.

ESTABLISHING A RISK BUDGET
The portfolio’s Risk Budget is derived from
the individual or organization’s specific
answers on CLS’s risk questionnaire, which
is designed to help us understand the
investor’s financial goals, ability to handle
risk, and overall investing time horizon.
The individual Risk Budget is expressed as
a percentage of the risk of a well diversified
equity portfolio.

ACTIVE PORTFOLIO MANAGEMENT
CLS actively manages each portfolio,
meaning our team of portfolio managers
analyzes potential investments and
watches the portfolio for opportunities on a
daily basis. We conduct significant research
and rely on a proprietary risk calculation to
measure the risk of each asset we track in
order to make informed decisions about
which assets to buy, hold, and sell.
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CLS’s Separate Accounts strategies provide higher net worth individuals and institutions customized and adaptive Risk-Budgeted
portfolios of ETFs and/or individual stocks and individual bonds.

BROAD PERSONALIZATION
Portfolios are built according to the specific risk comfort level and investing objective of the individual or organization.

TAX MANAGEMENT

ACCUMULATION

INCOME

Portfolios seek capital

Portfolios are focused on total return,

Portfolios seek consistent, reliable

appreciation while keeping

meaning growth of value through

distributions from a variety of

annual net taxable gains low.

interest, capital gains, and dividends

traditional and non-traditional

proportionate to your risk tolerance.

income-producing assets.

FLEXIBLE INVESTMENT OPTIONS
CLS portfolio managers analyze more than 13,000 investment products available today to find the right individual stocks, individual
bonds, and ETFs for the portfolio. This allows us to pursue different opportunities during changing market conditions.

EXISTING OR NEW INVESTMENTS
Existing stocks can be transferred into a CLS Separate Accounts portfolio to potentially defer capital gains taxes over time.

FINDING YOUR OPTIMAL MIX OF INVESTMENT VEHICLES
CLS Separate Accounts portfolios utilize ETFs, individual stocks, individual bonds, or some combination of the three.
In a very broad sense, the role of stocks in a portfolio is to provide long-term growth potential, and the role of bonds is to provide
an income stream, as well as to add diversification and correlation benefits to stocks. Individual stocks and bonds add tremendous
benefit because they allow us to be more precise with holdings and target very specific investments that fit individual investment
criteria.
ETFs are also an important component to each Separate Accounts portfolio primarily because they allow us to achieve broad
diversification within specific sectors or areas of the world at a relatively low cost.
Finding the appropriate mix of investments for an individual portfolio requires important considerations including liquidity
needs, expenses, diversification, taxes, and capital preservation, just to name a few. We offer you the flexibility to customize your
investments in order to best suit your unique objectives and requirements.
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CLS combines ETFs, individual stocks, and individual bonds within each portfolio in order to meet investor objectives and
preferences and to take advantage of the distinct benefits of each investment type.

• No minimums, front-end loads, or redemption fees, so they can offer significant cost savings
over mutual funds.

ETFS

• Distribute fewer capital gains to shareholders than mutual funds, which can make them more
tax efficient.
• Designed to track market indexes that may contain hundreds or thousands of securities.
• Trade throughout the day, so their price fluctuates with market supply and demand.
• Most report exact holdings daily, which means they usually closely track their benchmarks.
• Can provide much more consistent market exposure than mutual funds.

• More potential than ETFs or mutual funds for outsized gains.

Individual
Stocks

• Provide opportunity for portfolio modification based on client preference (for example, if you
hold significant shares in an energy company, we can exclude other energy companies to
reduce overexposure to that sector).
• Enable us to follow specific companies at your request.
• Provide tax-sensitive investors opportunities to harvest losses throughout the year.
• Offer advantages in a market environment where stock picking adds value over index solutions.
For example, if some energy stocks are doing very well and others are struggling, buying an
energy ETF may not be as effective as picking individual energy stocks.

• Not affected by activity of other investors (bond funds frequently buy and sell bonds, and rarely
hold them to maturity, so they are affected by current market conditions).
• Offer a finite maturity date on which you get your principal back (there is no date on which you
can expect a bond fund to return 100% of your principal).
• Offer lower costs and potentially higher yield than bond funds.
• Provide fixed income payments.

Individual
Bonds

• Provide the flexibility to customize the portfolio to address specific tax considerations and
credit risk concerns.
• May create more stability in the portfolio since we have better control over the price at which
individual bonds are purchased and sold versus bond fund shares.

ACTIVE BOND MANAGEMENT
CLS’s active bond management approach allows us to take advantage of bond market inefficiencies
by adjusting portfolio allocations when opportunities arise and market conditions change.
Additionally, bond duration management provides liquidity by allowing us to target specific
maturity dates. It may help preserve your principal by aiding with portfolio risk management. We
rely on quantitative and fundamental research to guide us in adjusting portfolio allocations when
opportunities arise to maximize yield.
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Accumulation
PORTFOLIOS ARE FOCUSED ON TOTAL RETURN, MEANING GROWTH OF VALUE THROUGH INTEREST, CAPITAL GAINS, AND DIVIDENDS
PROPORTIONATE TO YOUR RISK TOLERANCE.

CLS’s Accumulation Strategies Seek to Help You
For individual investors or institutions with a primary investing objective of long-term portfolio growth through total return, CLS
builds balanced, global portfolios constrained by our Risk Budgeting methodology. This means we access numerous areas of
the domestic and international markets to find the best opportunities within your Risk Budget range. We employ a consistent
portfolio management process that allows for flexibility, responsiveness, and customization to your specific risk comfort level and
accumulation goals.
Depending on your unique objectives and the amount of investment risk you want to take on, your CLS Accumulation portfolio will
include ETFs, as well as growth stocks and high-quality bonds.

SELECTING STOCKS
Typically, your portfolio will feature individual growth stocks – those from companies that generally have above average records
for earnings growth. To find specific stocks to overweight or underweight, CLS analyzes the current sector makeup of the major
equity indexes and combines economic trends and future outlook with long-term demographic and cultural themes. We also
consider momentum indicators, long- and short-term relative strength, overbought and oversold indicators, moving averages, and
relative near-term performance.

SELECTING BONDS
Generally, your bond portfolio will invest in U.S. government and agency bonds, corporate bonds, and mortgage-backed
securities. In partnership with Crossmark Global Investments3, CLS seeks to maximize total return with low
risk by focusing on high-quality bonds and by actively managing bond securities and maturity. We take four key
steps to build the bond portion of your portfolio:
1. Analyze how sensitive the portfolio should be to changes in interest rates.
2. Determine what combination of maturity dates will most benefit the portfolio.
3. Evaluate what type of bond is attractive based on current vs. historical sector spreads.
4. Select individual bonds based on credit quality, interest rates, and maturity.

4

Separate Accounts Accumulation Portfolio Management Strategies
MASTER MANAGER STRATEGY: ETFS & GROWTH STOCKS
Strategy seeks to grow your portfolio over the long-term through active security selection and
emphasis on short-term opportunities for return.

MASTER MANAGER STRATEGY: ETFS & INDIVIDUAL BONDS
Strategy strives to build portfolios of ETFs and investment-grade bonds in order to provide
income and capital appreciation.

MASTER MANAGER STRATEGY: ETFS, GROWTH STOCKS & INDIVIDUAL BONDS
Strategy seeks to build a portfolio of ETFs, growth stocks, and investment-grade bonds in
order to provide income and capital appreciation.

ALLOCATION RANGES*
ETFs: 70-85%
Stocks: 15-30%

ALLOCATION RANGES*
ETFs: 0-90%
Bonds: 10-100%

ALLOCATION RANGES*
ETFs: 30-75%
Stocks: 15-30%
Bonds: 10-60%

*Depending on Risk Budget
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Income
PORTFOLIOS SEEK CONSISTENT, RELIABLE DISTRIBUTIONS FROM A VARIETY OF TRADITIONAL AND NON-TRADITIONAL
INCOME-PRODUCING ASSETS.

You’ve Worked Hard to Build
Your Investment Portfolio
CLS’S INCOME STRATEGIES CAN HELP YOU GET THE MOST FROM
WHAT YOU’VE SAVED.
Traditionally, investors have relied on investments like CDs
and bonds to generate income. However, in a low interest rate
environment, these conventional sources may not yield enough
to meet your income needs. They also typically provide less
opportunity for portfolio growth than stocks.

TRADITIONAL “SAFE” SOURCES OF INCOME ARE
YIELDING A FRACTION OF WHAT THEY ONCE DID
Annual income from a $100,000 investment
$6,000
2006
$5,000

$4,808

$4,740

$4,702

$4,000

$3,000
$2,405
$1,883

$2,000

So as an investor seeking income, you may be searching for other
types of assets to supplement these traditional assets. You may
also benefit from a total return approach to the management
of your portfolio, which seeks return from interest, capital gains,
dividends, and distributions.
CLS’s Separate Accounts Income portfolios combine a variety
of traditional and non-traditional income generating assets
from around the globe that offer the best yield and risk/return
opportunities. Our active, risk-focused approach provides
stability within your portfolio and better opportunity to increase
your income generation and potentially your capital gains.

$1,000
$480
$-

6-month CD

2-year
Treasury Bond

A BROADER MIX OF ASSET CLASSES CAN EXPAND
OPPORTUNITIES FOR YIELD AND PRICE GAINS
Equity ClosedEnd Funds
DividendPaying Stocks
REITs
MLPs

• Dependability. Funds within your portfolio are available
for immediate or future use.

• Consistency. The income- and interest-producing assets
within your account are designed to provide you with a
stream of returns, regardless of the economic landscape.

Convertible Bonds
Preferred Stocks
Return

• Flexibility. An adaptable investment allocation is tailored
specifically to you. You determine your withdrawal amount.

10-year
Treasury Bond

Source: J.P. Morgan Asset Management. Shown for illustrative
purposes only. Income figures for Treasuries reflect yield to maturity,
which may include gains or losses for bonds not priced at face value.
Data as of 12/31/17.

Specifically, these strategies are designed to provide:

• Security. Your withdrawal amount is provided regardless
of current market conditions.

2017

High Yield Bonds
Emerging Market Bonds
Foreign Bonds
Corporate Bonds
Longer-Term Treasuries
Treasuries
Short-Term CDs
Money Market
Risk
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CLS’S INCOME STRATEGIES SEEK TO PROVIDE YOU CONSISTENT,
RELIABLE INCOME THROUGH A “THREE-BUCKET” APPROACH:

INCOME & CAPITAL GAINS
(LONG-TERM)

The bulk of your portfolio is globally diversified among
traditional and non-traditional income-generating investments
with combined risk appropriate for your Risk Budget.
Income-generating investments may include, among others:
• Individual high dividend-paying stocks
• Individual current income bonds

RESERVE
(SHORT-TERM)

CASH
(IMMEDIATE)

• ETFs of preferred stocks, investment grade bonds,
high-yield bonds, master limited partnerships, and Real
Estate Investment Trusts (REITs)
Next, you designate an amount to be invested in a low-risk
reserve bucket. This optional “bucket” is designed to generate
returns in excess of the average money market fund, but expose
you to risk less than or equal to low duration investment bonds.
Last, if you have a recurring distribution from your account, CLS
will invest a portion of your portfolio in a low-risk cash account.
This account is designed for income for immediate needs and
is rebalanced/replenished quarterly with income from your
long-term investments.

YOUR CLS SEPARATE ACCOUNTS INCOME PORTFOLIO:
• Employs a multi-asset approach that may be particularly beneficial in a low interest rate environment.
• May help you meet your distribution needs while keeping up with inflation.
• Provides security, as your monthly withdrawal amount is provided regardless of current market conditions.
• Is tailored to your needs (you set the cash and reserve bucket amounts).
• Potentially provides capital appreciation.
• Provides you a liquid income alternative to traditional illiquid bond funds (you can take your money out at any time
with no surrender charges).
• Actively adjusts between asset classes to maximize total return and income generation, and to maintain a consistent
level of risk.
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SELECTING STOCKS
Your portfolio will feature individual stocks that generally have above-average dividend yields and are from companies with stable
balance sheet characteristics, such as low debt and strong cash flow. Your specific holdings will also include some value stocks,
which are generally those with lower price/earnings ratios. CLS also seeks out stocks for your portfolio that demonstrate price
attractiveness and momentum.

SELECTING BONDS
Generally, your bond portfolio will invest in 1- to 15-year corporate issues, predominately investment grade (rates A/A2 to BBB/BAA2),
and U.S. agencies (bullet, callable, mortgage-backed securities). In partnership with Crossmark Global Investments3, CLS seeks to
achieve absolute (as opposed to relative) returns and maintain acceptable levels of interest rate and credit risk in your portfolio by:
• providing the high current yield available on investment grade, coupon, and dividend-paying U.S. investments
• utilizing a high degree of issuer diversification and asset allocation strategic management
• establishing a defined investment horizon to safeguard investment principal
• maintaining attractive real (inflation-adjusted) returns
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Separate Accounts Income Portfolio Management Strategies
The income-generating bucket of your portfolio will include one of the following combinations of investments, depending on your
preference and Risk Budget.

MASTER MANAGER MANAGED INCOME STRATEGY: ETFS & HIGH-DIVIDEND STOCKS
Strategy seeks to grow your portfolio and create income through allocations to ETFs and
stocks that provide above-average income and whose prices have the potential to increase.

MASTER MANAGER MANAGED INCOME STRATEGY: ETFS & CURRENT INCOME BONDS
Strategy seeks to create income through allocations to ETFs and investment-grade bonds with
high levels of coupon and interest income.

MASTER MANAGER STRATEGY: ETFS, HIGH-DIVIDEND STOCKS & CURRENT INCOME BONDS
Strategy seeks to create income through allocations to ETFs, high-dividend stocks, and
investment-grade bonds in order to balance income needs with long-term portfolio growth.

ALLOCATION RANGES*
ETFs: 70-85%
Stocks: 15-30%

ALLOCATION RANGES*
ETFs: 0-90%
Bonds: 10-100%

ALLOCATION RANGES*
ETFs: 30-75%
Stocks: 15-30%
Bonds: 10-60%

*Depending on Risk Budget
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Tax Management
PORTFOLIOS SEEK CAPITAL APPRECIATION WHILE KEEPING ANNUAL NET TAXABLE GAINS LOW.

CLS’S TAX MANAGEMENT STRATEGIES HELP YOU KEEP IT BY
MAXIMIZING THE POST-TAX TOTAL RETURN OF YOUR PORTFOLIO.
Taxes are inevitable. Managing them is a lifelong process, as
their impact on investment performance can be significant.
In fact, a Morningstar, Inc. study showed that during the
91-year period ending in 2017, investors who ignored
tax ramifications within their portfolio lost between one
and two percent of their annual returns to taxes. And,
since 1940, there have been 80 major changes in U.S. tax
legislation. Each time a change occurs, your portfolio can
be significantly affected.
Therefore, it is important to make strategic, tax conscious
decisions about your portfolio’s investments, particularly
if the majority of your assets are in taxable accounts.
CLS’s Separate Accounts Tax Management strategies are
designed to help you do just that. They seek to increase the
tax efficiency of your portfolio so you can manage every
possible dollar in taxes.
These strategies offer a different approach than many
firms, since we seek opportunities to harvest losses
throughout the year, not just in the fourth quarter. This
approach allows us to sell investments at market low
points throughout the year and potentially realize greater
losses (and offset more gains) than if we only harvested
annually. Additionally, CLS portfolio managers review each
account individually for tax consequences of each trade.
The primary goal of CLS’s Tax Management strategies
is to keep your portfolio’s annual net taxable gains low
while still growing your assets.

IMPACT OF TAXES ON INVESTMENT RETURNS 1926-2017
Average
Annual Return
%

You’ve Worked Hard to
Build Your Wealth

STOCKS

BONDS

10.1%
8.1%

5.7%
3.6%

Before
Tax

After
Tax

Before
Tax

After
Tax

Taxes can significantly impact your investment portfolio.
A tax management strategy can help lessen this impact,
creating after-tax return that is closer to the investment’s full
value before taxes.
TAX TYPE
Long-Term Capital Gains
Qualified Dividends
Short-Term Capital Gains
Interest and Non-Qualified
Dividends

PORTFOLIO IMPACT
Up to 23.8%*

Taxed at the same rate as
ordinary income, which
may be up to 43.4%*

*Portfolio impact analyzed with January 2015 tax rates and includes a 3.8%
Medicare surtax. State and local taxes may further impact a portfolio. The
tax information contained herein is general in nature, is provided for
informational purposes only, and should not be construed as legal or tax
advice. CLS does not provide legal or tax advice. CLS cannot guarantee that
such information is accurate, complete, or timely. CLS makes no warranties
with regard to such information or results obtained by its use. CLS disclaims
any liability arising out of your use of, or any tax position taken in reliance on,
such information. Always consult an attorney or tax professional regarding
your specific legal or tax situation.

TAX LOSS HARVESTING
The practice of selling a security at a loss in order to offset
taxes on gains and income. The sold security is replaced
by one with similar characteristics, so your portfolio’s
asset allocation and risk level stays consistent. Tax loss
harvesting is usually most effective during volatile markets
when selling at a loss during a downturn can help to offset
gains during recoveries.
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Utilization of ETFs - An Inherently
Tax-Efficient Investment Vehicle

Conversely, holding an ETF in a taxable account will generally
result in fewer tax liabilities than holding a similarly structured
mutual fund in the same account. First, this is due to the fact that
most ETFs have very little turnover and therefore amass far fewer
capital gains than an actively managed mutual fund. It is rare for
an index-based ETF to pay out capital gains. Second, ETFs are more
tax efficient due to their unique creation/redemption process.
When mutual fund investors sell their shares, the fund must sell
securities to raise cash to meet that redemption. However, an
ETF investor can simply sell his or her ETF shares on an exchange
like a stock, which means the ETF does not need to initiate an
internal capital gains transaction. Additionally, unlike mutual
funds, which typically sell securities to generate cash, most ETFs
redeem securities “in-kind,” meaning they swap securities for
other securities, which doesn’t trigger a taxable event.

0.9
0.8

.84%

0.7

.63%

0.6
0.5
0.4
0.3
0.2
0.1
0

ETFs

Tax-managed mutual funds are available, but these funds
have historically underperformed the market partly because
their management is heavily restricted by tax considerations.
Additionally, since tax efficiency is not inherent in a mutual
fund, it may not be the best application of mutual funds’ active
management approach.

AVERAGE TAX COST: MUTUAL FUNDS VS. ETFS2

Mutual Funds

Any time a traditional mutual fund sells shares that have
appreciated in value, it creates capital gains that must be paid
out to shareholders by the end of the year. No matter why these
sales occur – tactical moves, rebalancing, or, commonly, to meet
shareholder redemptions – the ensuing capital gains distributions
create a tax liability for all investors in the fund.

However, some ETFs are much more tax efficient than others.
That’s why CLS’s tax management within your ETF portfolio adds
tremendous value. We analyze important metrics like portfolio
turnover rate, tax cost ratio, and potential capital gain exposure
to find ETFs for your portfolio that offer the best balance between
tax efficiency and potential for growth.

TRANSITIONING EXISTING HOLDINGS
Clients with existing holdings with large amounts of unrealized gains can transition these assets to a CLS tax
management strategy. We will manage the account for risk and return while gradually transitioning current
holdings to our preferred allocation.
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SELECTING STOCKS
By investing your portfolio in individual stocks, CLS has the opportunity to harvest losses and maintain low capital gains.
We focus on investing in market leaders that operate efficiently in their business, and on emphasizing stocks with worthwhile
appreciation potential. Your portfolio will generally include stocks with a wide variety of prices and price/earning ratios, as well as
a mix of those that pay dividends and those that do not.

SELECTING BONDS
Generally, your bond portfolio will invest in municipal bonds, which are those issued by a U.S. state, municipality, or county to
finance its capital expenditures.
Municipal bonds are appealing because they often represent investments in state and local government projects that have an
impact on daily life, including construction or improvement of schools, highways, hospitals, housing, and other important public
projects. Potential issuers include cities, counties, redevelopment agencies, special- purpose districts, school districts, public utility
districts, publicly-owned airports and seaports, and any other governmental entity below the state level. Municipal bonds may be
general obligations of the issuer or secured by specified revenues.
Municipal bonds help mitigate potentially negative tax consequences, since the interest income that bondholders earn is often
exempt from both federal income tax and the income tax of the state in which they are issued. Also, unlike new issue securities that
are brought to market with price restrictions until the deal is sold, municipal bonds are free to trade at any time once the investor
purchases them.
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Separate Accounts Tax Management Portfolio Management Strategies
MASTER MANAGER TAX MANAGEMENT STRATEGY: TAX-MANAGED ETFS
Strategy seeks long-term growth of assets and sensitivity to taxes. Your portfolio is fully
allocated to tax-efficient ETFs, which also provide lower cost, transparency, and stable market
and risk exposure.

MASTER MANAGER TAX MANAGEMENT STRATEGY: ETFS & TAX-MANAGED STOCKS
Strategy seeks to grow your portfolio while remaining conscientious of tax implications
through allocation to a combination of tax-efficient ETFs and individual stocks.

MASTER MANAGER STRATEGY: ETFS & MUNICIPAL BONDS
Strategy seeks to create income through allocations to ETFs, high-dividend stocks, and
investment-grade bonds in order to balance income needs with long-term portfolio growth.

MASTER MANAGER TAX MANAGEMENT STRATEGY: ETFS, TAX-MANAGED STOCKS & MUNICIPAL BONDS
Strategy seeks tax-efficient growth of your portfolio through allocation to a combination of taxefficient ETFs, individual stocks, and individual municipal bonds.

ALLOCATION RANGES*
ETFs: 100%

ALLOCATION RANGES*
ETFs: 70-85%
Stocks: 15-30%

ALLOCATION RANGES*
ETFs: 10-100%
Bonds: 0-90%

ALLOCATION RANGES*
ETFs: 70-85%
Stocks: 15-30%
Bonds: 10-60%

*Depending on Risk Budget

CLS’S SEPARATE ACCOUNTS TAX MANAGEMENT PORTFOLIOS:
• Emphasize performance, followed by diligence to tax liability.
• Are highly customized and actively managed; CLS portfolio managers assess the potential tax consequences of each trade
prior to executing.
• Include ETFs, which have inherent tax efficiency.
• Are highly diversified. A security in a poorly-performing asset class sold at a loss can offset the tax liability of an increase in
value of another security in a better-performing asset class.
• Include tax-free bonds wherever possible to avoid federal taxes from bond income. In some cases, these tax-free bonds
may be state-specific for the investor, thus making the income tax-free at the state and federal levels.
• Seek to avoid short-term gains, unless a portfolio transaction makes sense to avoid excessive loss in the security.
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About CLS
CLS Investments is a third party investment manager, ETF strategist, and
long-time trusted partner in the financial industry. CLS’s active asset
allocation approach, customizable strategy offerings, and extensive risk
management experience have led clients to entrust their portfolios to CLS
since 1989.

1989

Through CLS’s partnership structure, your financial advisor maintains a direct
relationship with you, while CLS’s portfolio management and analytics teams take
on the day-to-day research, trading, and operations required to manage your
account. Together, you and your advisor use the tools CLS provides to determine
your investing strategy, investment types, and Risk Budget. Your advisor provides
this information to CLS so we can accordingly make timely active asset allocation
decisions within your portfolio. Through this mutually beneficial connection, CLS
enhances your advisor’s service to you.

45K+

Founded

$8.9B*

Assets Under Management

CLS clients
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Portfolio Managers & Analysts
*as of 6/30/19

A client’s Risk Budget is derived from the client’s specific answers to CLS’s Confidential Client Profile questionnaire, which establishes the client’s financial goals, ability
to handle risk, and overall investment time horizon. The individual client Risk Budget is expressed as a percentage of the risk of a well-diversified equity portfolio.
1

Graph was compiled using data from the Morningstar Direct Database. Morningstar provides figures for pre-tax and post-tax earnings for all ETFs
and mutual funds domiciled in the US. With this information, a dollar-weighted average of tax expenses was calculated for both mutual funds and
ETFs. The results are displayed in the graph. For information regarding how post-tax returns were calculated, refer to Morningstar directly.
2

Crossmark Global Investments is not affiliated with CLS Investments, LLC.

3
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An ETF is a type of investment company whose investment objective is to achieve the same return as a particular market index. An ETF is similar to an index fund in
that it will primarily invest in the securities of companies that are included in a selected market index. An ETF will invest in either all of the securities or a representative
sample of the securities included in the index. Investing in ETFs involves risks. ETFs can entail risks similar to direct stock ownership, including market, sector, or
industry risks. Some ETFs may involve international risk, currency risk, commodity risk, and interest rate risk. Trading prices may not reflect the net asset value of the
underlying securities. There are risks associated with bonds. These risks include, but are not limited to, the same interest rate, inflation, and credit risks associated with
the underlying bonds owned by the portfolio and your return of principal is not guaranteed. High Yield bonds may be subject to greater fluctuations in value and risk
of loss of income and principal. Treasury Securities are securities issued by the U.S. Government. Generally issued to fund its operations and backed by the full faith
and credit of the U.S. Government, treasury securities are considered extremely low risk investments. Treasuries may include: Treasury Bills (T-Bills), short-term debt
instruments which mature one month to one year after issue; Treasury Notes, which mature at one to ten years after issue; Treasury Bonds (T-Bond), marketable, longterm fixed-interest debt instruments with a maturity over ten years; or Treasury Inflation Protected Securities (TIPS), long-term debt instruments that mature between
five and twenty years and are indexed to inflation in order to shield investors from inflation risks. The return on treasury investments is measured by the Treasury Yield.
Low Volatility investing is a strategy designed to lower risk by investing in traditionally safer securities. While the strategy is designed to lower risk, risk is still inherent
as with any investment strategy or product. Investing involves risk. This material does not constitute any representation as to the suitability or appropriateness of any
security, financial product or instrument. There is no guarantee that investment in any program or strategy discussed herein will be profitable or will not incur loss. This
information is prepared for general information only. It does not have regard to the specific investment objectives, financial situation, and the particular needs of any
specific person who may receive this report. Investors should seek financial advice regarding the appropriateness of investing in any security or investment strategy
discussed or recommended in this report and should understand that statements regarding future prospects may not be realized. Investors should note that security
values may fluctuate and that each security’s price or value may rise or fall. Accordingly, investors may receive back less than originally invested. Past performance is
not a guide to future performance. Individual client accounts may vary.

