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OVERVIEW

= China is the second largest economy (Gross Domestic Product) in the world

= China is evolving from a manufacturing/export-driven economy to a more consumption/service-driven economy
= China is currently underrepresented in global equity indices (currently 3.5% of the MSCI All Couniry World Index)

Background

In 2000, China's economy was approximately 12% the size
of the U.S. and the sixth largest economy overall. Currently,
in second place, it is 65% of the U.S., surpassing Germany,
the UK., and Japan. Along with economic growth, per
capita income in China has grown more than 800% since
2000. Over a similar period, U.S. per capita income grew by

65%. It is clear that the social and economic reforms in
China have been beneficial to its economy and
population.
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An Evolving Economic Composition

Coincident with China’s growth has been a fransformation
of the makeup of its economy. China’'s economic growth
has shifted from manufacturing and exporting, fo domestic
consumption, service-oriented industries and increased
privately owned entities via entrepreneurship. These efforts
are taking hold as the service sector now represents just
over half of its GDP. Notwithstanding this shift, terms of
trade with the U.S. and other countries remain a key risk.

2017 Agriculture Industial Services
China 7.9% 40.5% 51.6%
u.s. 0.9% 19.1% 80%

Source: Statista, CIAWorld Factbook, ACG

Deleveraging - A Looming Concern

A commonly discussed risk is China's use of debft to finance
growth. While the economy has grown significantly, the
Bank for International Settlements (BIS) recently reported
that total credit to the non-financial sector as a percent of
GDP was 260%, which is well above the 2008 level of 170%.
This was the result of large domestic investment programs
put in place to compensate for the decline in exports
during the global recession of 2008-2009, as well as the
more acute slowdown in 2015.

The challenge for China is to manage its debt levels in a
manner that is least disruptive to both its economic growth
prospects and its foreign exchange rates going forward.
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Expansion of Investment Opportunities

Until recently, China has been a difficult market to access
due to government restrictions on foreign ownership of
Chinese financial assets. Historically, investors gained direct
China exposure by purchasing equities of Chinese
companies listed in Hong Kong (H-Shares). While many did
list in Hong Kong, there are a number of equities only listed
on the Shenzhen and Shanghai exchanges (A-Shares). In
mid-2017, MSCI announced it would begin integrating A-
Share companies into its indices. The full integration could
take 10+ years depending on market accessibility
improvements. Over time, China could comprise more
than 45% of the MSCI EM Index, compared to its current
31% representation.  This increased share of Chinese
equities within the indices increases the potential exposure
to companies in the faster growing healthcare and
technology sectors.

ACG'S Position

China has thrust itself onto the global economic stage
directly behind the U.S. economy, and has become an
equally relevant investment theme. Through a re-shaping
of its economy, this growth and evolution has led to an
expansion of investment opportunities, but not without risks.
MSCI's gradual inclusion of Chinese A-shares in its indices
will incent active managers to expand their research fo
assure they are evaluating the entire opportunity set. For
now, ACG continues to believe exposure to China can be
effectively achieved through diversified EM mandates, and
would caution against more volatile country-specific
offerings.
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General Notes and Disclaimers

The views expressed herein are those of Asset Consulting Group (ACG). They are subject to change at any time. These views do not necessarily reflect
the opinions of any other firm.

This report was prepared by ACG for you at your request. Although the information presented herein has been obtained from and is based upon
sources ACG believes to be reliable, no representation or warranty, express or implied, is made as to the accuracy or completeness of that information.
Accordingly, ACG does not itself endorse or guarantee, and does not itself assume liability whatsoever for, the accuracy or reliability of any third party
data or the financial information contained herein.

Certain information herein constitutes forward-looking statements, which can be identified by the use of terms such as “may”, “will”, “expect”,
“anticipate”, “project”, “estimate”, or any variations thereof. As a result of various uncertainties and actual events, including those discussed herein,
actual results or performance of a particular investment strategy may differ materially from those reflected or contemplated in such forward-looking
statements. As a result, you should not rely on such forward-looking statements in making investment decisions. ACG has no duty fo update or amend

such forward-looking statements.
The information presented herein is for informational purposes only and is not inftended as an offer fo sell or the solicitation of an offer to purchase a security.

Please be aware that there are inherent limitations fo all financial models, including Monte Carlo Simulations. Monte Carlo Simulations are a tool used to
analyze a range of possible outcomes and assist in making educated asset allocation decisions. Monte Carlo Simulations cannot predict the future or
eliminate investment risk. The output of the Monte Carlo Simulation is based on ACG’s capital market assumptions that are derived from proprietary
models based upon well-recognized financial principles and reasonable estimates about relevant future market conditions. Capital market assumptions
based on other models or different estimates may yield different results. ACG expressly disclaims any responsibility for (i) the accuracy of the simulated
probability distributions or the assumptions used in deriving the probability distributions, (i) any errors or omissions in computing or disseminating the
probability distributions and (i) and any reliance on or uses to which the probability distributions are put.

The projections or other information generated by ACG regarding the likelihood of various investment outcomes are hypothetical in nature, do not
reflect actual investment results and are not guarantees of future results. Judgments and approximations are a necessary and integral part of
constructing projected returns. Any estimate of what could have been an investment strategy’s performance is likely to differ from what the strategy
would actually have yielded had it been in existence during the relevant period. The source and use of data and the arithmetic operations used for
calculating projected returns may be incorrect, inappropriate, flawed or otherwise deficient.

Past performance is not indicative of future results. Given the inherent volatility of the securities markets, you should not assume that your investments will
experience returns comparable fo those shown in the analysis contained in this report. For example, market and economic conditions may change in the
future producing materially different results than those shown included in the analysis contained in this report. Any comparison fo an index is for comparative
purposes only. An investment cannot be made directly info an index. Indices are unmanaged and do noft reflect the deduction of advisory fees.

This report is distributed with the understanding that it is not rendering accounting, legal or tax advice. Please consulf your legal or tax advisor concerning
such matters. No assurance can be given that the investment objectives described herein will be achieved and investment results may vary substantially
on a quarterly, annual or other periodic basis. There is no representation or warranty as to the current accuracy of, nor liability for, decisions based on
such information.

© 2018 Asset Consulting Group. All Rights Reserved. Asset Consulting Group is the sole owner of all rights, fitle, and interest to the materials,
methodologies, techniques, and processes set forth herein, including any and all intellectual property rights. No part of this document may be
reproduced, stored, or fransmitted by any means without the express written consent of Asset Consulting Group.
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