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FTHESTOCKMARKE'ANDSECULAIQ(CLES e

The stock market has undergoneseveralsecularcyclesover the last century
Secularupward cyclesin stocks have lasted between 8 and 18 years, while
seculardownward (or sideways)cycleshave lasted between 17 and 22 years 11 YEARS
The stock market most recently entered into a secularlow-return environment
in the year2000

: . : . : . 18 YEARS
Generating outsized risk-adjusted performance in a low-return equity

environment requires a unique and unconventionalapproachto investment
management
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ROBERKONRALX President

RobertKonradis the Presidentand CEQof AlternaFinancialCorp Hegraduatedwith a degreein ConsumeiStudiesfrom Syracuse
University,andbeganhis careerin the financialservicesndustryduringhiscareerin the NationalFootballLeague

Mr. Konradis one of the founding partners of KT CapitalPartners, a Georgiabasedprivate equity fund that owns and actively
managegortfolio companieghroughoutthe United States Mr. Konradis the ExecutiveVicePresidentof AlternaCapitalFunding,
a Floridabasedreal estate firm involvedin the funding of commercialmortgageloans Mr. Konradis a Director of Financial
ManagementSystemsa Chicagebaseddebt collectioncompanyworkingwith the United StatesDepartmentof Education

FloridaGovernorCharlieCristappointed Mr. Konradto the FloridaState Board of Administration¢ InvestmentAdvisoryCouncil
(IAC) On April 22nd, 2008 Mr. Konradwas confirmedby the FloridaSenate At only 31 yearsof age,he becamethe youngest
member of the InvestmentAdvisoryCouncilin the history of the Florida State Board of Administration Mr. Konradwas voted
Chairmarof the IACin the Springof 2009

The State Board of Administration, a constitutional entity of the Florida state government, manages30 investment funds,
comprisingover $184 billion in assetsunder management TheFloridaRetirementSystem(FRSPensionPlanis the fourth largest
public retirement plan in the U.S and comprisesroughly three-quarters of total assetsunder SBAmanagement The Investment
Council (IAC) provides independent oversight of SBAfunds and major investment responsibilities,ranging from the Florida
Retirement Systemprogramsto the Lawton ChilesEndowmentFund Additionally,the IAC meets quarterly to discussgeneral
policiessuchasrisk budgets,alternative investments,and investmentprotection principles,while more broadly coveringtopics
relatedto the generaleconomicoutlook.

While in the NFL Mr. Konradservedasa longtime electedrepresentativefor the Miami Dolphinsfor the NFLPlayersAssociation,
the parent entity to the NFLPArinancialAdvisorProgram He hasbeenfeatured in numerouspublicationsincludingRegistered
Rep,Miami Herald,Sportslllustrated, SouthFloridaCEOSouthFloridaBusinesd eadersand InvestmentNews,amongothers, for
his work in the industry Mr. Konradhasalso successfullypassedseveralsecuritiesindustry qualifyingexaminationssuchasthe
FINRASeries?, 24, 53, and 66.



MANAGEMENTEAM

MARKBANIEWICX ChieflnvestmentOfficer

Mark Baniewicazs the ChieflnvestmentOfficer of AlternaWealth Management Asthe CIO,Mark adviseshigh net-worth clients
on all facetsof investmentmanagementjncludingassetallocation,portfolio managementandthe investmentselectionprocess

Mark is a dynamicinvestment manager,patterning his work after severaluniversity endowmentfunds He hasa unigue and
unconventionalapproachwith regardsto assetallocation,investmentselection,and portfolio construction Prior to joining the
firm, he held a position at the Universityof North Florida, managinga portion of their university endowmentduring his MBA
studies Healsois an experiencedrader, formerly workingasthe leadmanagerof a multi-strategyfutures and equity hedgefund.

Mark earned his bachelorsdegreein Financefrom SyracusdJniversity He graduatedwith SummaCumLaudehonors and was
nominated for the prestigiousRhodesScholarshipduring his senioryear He was also a Managementand University Scholar
candidateand an honorary member of the Phi KappaAlphafraternity. Mark also holds an MBA from the Universityof North
Florida,graduatingn 2003with SummaCumLaudehonors

Mark hassuccessfullpassedseveralsecuritiesindustryqualifyingexaminationssuchasthe FINRASeries? and 66.



MISSIOMNDPROCESS

OURMISSIONK

Our singularfocusis to provide affluent familiesand individualsa better ALTERN#ve to addresstheir wealth
managementneeds In contrast to most retail advisors,Alterna strives to bring an institutional quality
Investmentprocesgo its clients Most publicpensionanduniversityendowmentfundsare large,highlydiverse
poolsof investmentcapitalwhere steadygrowth and limited portfolio drawdownis necessaryn order to meet
the needsof fund beneficiaries Similarly Alternacraftsa detailedinvestmentpolicywith its clients,structuring
a diversifiedportfolio, while establishingstrict risk parametersand rebalancingguidelines We provide ongoing
strategiclevel oversight,investment manger monitoring, and performancereporting. Our dedicationto an
Institutional investmentprocessdistinguishesusfrom other advisoryfirms.

OURPROCESS

At Alterna Wealth Management,we focus on process Fromtime to time, outcomeswill diverge from the
mean If one hasa provenprocessandworksfrom a disciplinedsetof principles,on balance positiveoutcomes
will outweigh negativeoutcomes Tryingtimes often causeone to questiontheir disciplineand capitulate At
Alterna we maymakesubtleimprovementsto our investmentpolicy,but we will neverabandonour process



KEYOBJECTIVES

1. ABSOLUTEISKADJUSTERETURNS

\We strive to provide outstanding absolute and risk-adjusted returns, independent of the overall market
environment Our portfolios are designedto capture positive returns during upward cyclesin stocks,while
mitigatingthe volatility duringdownwardcycles

2. DECREASHSKand VOLATILITY

Justas important as producingsolid returns, we strive to decreasethe standarddeviation of our portfolios.
Periodsof investmentlosseswhat we term asportfolio @ R NJ ¢ Rcamhgvaadetrimental impacton long
term growth of capital Ourgoalisto limit worst-casescenariogy reducingdownsidevolatility.

3. LOWCORRELATIOMShe STOCKIARKET

Our portfolios are designedto perform independentlyof the broad equity market Theonly way to decrease
the portfolio relationshipto the marketis to diversifyinto severalnon-correlatingassetclasses Thisproducesa
portfolio that hasan marketindependentrisk-reward structure.



KEYSTOSICCESS

1. ASSEALLOCATION

Modern Portfolio Theory(MPT)tells us that the only & T NRIS/ @ Kestingis diversification \We strive to
allocatecapitalto as many non-correlatingassetclasseswith a & LJ2 & vetiirh B LJS O (as pgsSiglet Our
assetallocationsare structuredto ensurethat we are generatingthe most possibleexpectedreturn for each
unit of portfolio risk Also, we periodicallyrebalanceour portfolios to ensurethat our allocationsdo not
experienced R Ndkom their intendedpolicytargets

2. INVESTMENISELECTION

Careful selection of assetclasses,as well as investmentswithin a particular asset class,is paramount to
Investment success Also, the decision between passiveor active managementwithin an asset classis
extremelyimportant. We passivelyinvestin assetclassesuchas equitiesand bonds,while employingactive
managersn the absolutereturn assetclass

3. PORTFOLIREBALANCING

Movementsin pricesof financialassetscauseassetclassallocationsto drift from their intended policy target
levels Simultaneouslyselling outperforming and buying underperformingassetclassesand managersis an
integral risk control measureto ensure investment success A deviation from the original policy target
allocationcancausethe portfolio to havelower than desiredexpectedriskandreturn characteristics



MODERNPORTFOLIOHEORYMPT)

Modern Portfolio Theoryis a usefultool for constructingand evaluatingthe portfolio assetallocation
In short, we implementthis theory to ensurethat we are generatingthe maximumlevel of return for a
givenlevelof risk Wethen utilize MPTsoftwareto evaluateour portfolio over pasttime periods

MPTEvaluationMetrics
1. STANDARDEVIATION

A statisticalmeasureof risk and volatility. Thismeasuretells us how muchthe portfolio is expectedto
deviate from its expectedreturn. Thisallows usto create a range of expectedreturns, as opposedto
simplylookingat the expectedreturn asa standalonemetric.

2. SHARPRATIO

Thisis a ratio which comparesexpectedreturn with the standarddeviation,telling us how muchreturn we
are achievingfor eachunit of risk. Thisan excellentmetric whencomparingcompetinginvestments

3. RSQUARED

A statisticalmeasureto portray the movementsin a portfolio that are explainedby the marketasa whole.
Forexample,f the R-Squareds 90% that meansthat 90%of the returns of the portfolio are asa result of
movementsin the broadermarket (or a specifiedbenchmark) Byway of comparison,a portfolio with a
low R-Squareddoesnot rely on movementsin the marketto determineportfolio performance



A RRIMERONASSETI ASSES

Global Equity X Thisrefersto adiversifiedportfolio investmentin the USstocks aswell asstocksin developedcountriesin Europe
andAsia/Pacific Thisincludesstocksacrossall marketcapitalizationsand class(growth andvalue)

EmergingMarkets X Thisassetclasscontainsequitiesof developingcountries,suchas China,India, Russiaas well countries
within EasternEurope LatinAmerica,Southeasfsia,the Middle East,and Africa

Bonds X Bondsrefer to fixed-income investments Generally,we only considerfixed-income backby the U.S Treasuryas viable
portfolio investments Taxexempt, corporate, highyield, and assetbackedbonds generallyhave agencyissuesas well as poor
risk/rewardstructures

TIPSX Anacronymfor Treasuryinflation ProtectedSecurities Similarto traditional bonds,but the couponpaymentis determinedby
the rate of inflation (CP1) Servesasanotherlayerof diversificationwithin fixed-income

Real Estate X Forthe purposeof our strategieswe investin a REITRealEstatelnvestmentTrust)index REITsre passthrough
securitiesfor commercialproperties

CommoditiesX Thisassetclassconsistsof anindexof actual underlyinghard commodities(oil, natural gas,gold, etc.) and canbe
an excellentassetclassto employduringinflationaryenvironments Investmentsn manageduturesare alsoin this assetclass

Absolute Return X Thisassetclassencompasses wide rangeof investmentstrategiesthat are not correlatedto the traditional
equity markets, possessingndependentreturn, risk, and volatility structures Strategiesncludedwithin this assetclassinclude
Event Driven strategies(i.e. Merger Arbitrage), Value Driven strategies(i.e. Equity Long/Short,DistressedSecurities),Market
Neutralstrategies(i.e. ConvertibleBondArbitrage),and DedicatedShortstrategies(ie: ShortSelling)



CAPITAIMARKERASSUMPTIONS ALTERINA

Historical Historical Expectec Expectec
Asset Class Arithmetic Returr ~ Standard Deviatiol Years Return  Standard Deviatiol
Domestic Equity 7.6% 15.7% 84 9% 20%
Foreign Equity 7.2% 18.4% 41 9% 20%
Emerging Markets 10.9% 24.3% 21 11% 30%
REIT 10.3¥% 24.7% 18 10% 25%
Treasury Bonds 7.9% 5.1% 37 5% 10%
TIPS 6.6% 6.8% 13 5% 10%
Municipal Bonds 7.1% 4.7% 30 4% 12%
Corporate Bonds 9.5% 11.3% 27 7% 14%
Cash 3.3% 0.6% 19 3% 5%
Absolute Return 9.4% 5.5% 16 9% 15%
Commaodities 4.0% 25.0% 40 5% 30%
Private Equity 12.7% 14.9% 22 15% 25%

Private Real Estate 8.4% 4.5% 32 T% 15%
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Source: Yale University Investments Office



MACRAMARKEFACTORS

We employ a three-factor model when evaluatingthe macroinvestmentclimate Evaluationof thesefactors
aidsusin constructingour assetallocation

Factorsimpactingthe market and policy target allocationsX
1. VALUATION

We comparethe current price/earningsratio to the historical averageP/E (currently 17x). Sincel954
when the P/Eratio is below the longterm average(39% of the time), stocksearn 10.5% per year When
the marketis valuedabovehistoricalnorms(61%of the time), stocksearn5.6%per yeat

2. INTERESATES

Stockstend to rise and fall basedon the availabilityof money Sincel954 whenthe FederalReserveas
not raising interest rates (50% of the time), stocksearn 10.4% per year During periods of tightening
monetarypolicy (50% of the time), stocksreturn 4.0%per yeat Thissupportsthe well-worn axiomof & R 2
not fight the Fede

3. STOCKMARKEDIRECTION

Thebestindicator canoften be the action of the marketitself. Sincel954 whenthe S&P500is aboveits
9-month average(67% of the time), stocksreturn 11.9%per year Whenthe marketis below its 9-month
averageandweakening(33%of the time), stockslose1.6%per year
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CURRENJONDITIONNEGATIVE

TheP/Eratio is currently 22x (10-year)earnings Therecentstockmarketrally, which beganin March 2009, haspushed
equity valuationsabovetheir longterm average Themarketis currentlyfairly valued

Equityvaluationstend to movein long secularcyclesof expansionor contraction Currently,the marketis experiencing
a secularperiod of equity multiple contraction, which beganin 2000 We could very well see equity valuationspush
below 10x earningsbefore stocksthe nextlongterm period of multiple expansioncommences
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AT T EFERTIN A
INTERESRATESASOFQ22011) _

CURRENJONDITIONPOSITIVE

The FederalReservehasbeenlowering interest rates since September2007, bringingthe federal funds rate to 0.25%
Additionally,the Fedhasengagedn quantitative easingto further easemonetaryconditions Until the Feddecidesto
start raising interest and tightening monetary policy, this indicator will remain constructive Persistentnegativereal
interestratescouldactasan inflationarypressure
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MARKEDIRECTIOKS0oFQ22011) Al Bl T

CURRENJONDITIONPOSITIVE

Themarkethasbeentradingaboveits 200-day movingaverage a trend that hasbeenin placesince@4 2010 Whenthe
S&P500is aboveits 9-month averagewe tend to maintaina more positiveoutlook on riskassets

Our proprietary volatility indicator also suggestsbull market conditions Thisindicator has been a reliable guide in
identifyingcyclicalmarketcycles
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INFLATION DEFLATION

Factorsimpactinginflationary and deflationary pressuresX

1. CommodityPrices

Risingcommodity prices often foreshadowsinflation. If commodity prices (CommodityResearctBureauindex)
are on the rise,expectstronginflationary pressures

2. ConsumerPrices

During periods of inflation, the CPIwill be on the rise. If the slopeof the 9-month averageof the CPlis steep,
expect inflation to continue to trend in that direction. If the CPImoves below zero, this would signal a
deflationaryperiod.

3. GoldPrices

Gold becomesattractive as form of currencyand store of value when inflation fearsrise. If Goldis falling, the
inflation rate will often slow

4. LongTermlinterest Rates

Wheninflation is high, long-term interest rates are usuallyhigh. Duringthe hyperinflation period of the 1970Cs,
the 10-yearyieldrosefrom 5%to 14% Longterm rateshavebeenbetween2%and6%for the last10 years

5. Reallnterest Rates

It isdangerousvhenthe FederalReservekeepsinterestratesartificiallylow. If short-term interestratesare below
the inflation rate (CPI)expectan inflationaryperiodto follow.

6. TIPSSpread

Takingthe spreadbetweenthe 10-year Treasuryyield and the 10-year TIPSyield revealsmarket expectationsfor
long-term inflation. Whenthe spreadwidens,inflation fearsare high.






