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Trump or Biden...We Will Play the Hand We’re

Dealt: Part 1
ELECTION WHAT IFS, EMOTIONS, AND RISK MANAGEMENT

We believe uncertainty can invoke negative reactions. Some people may take
uncertainty in stride, but for others it can be unsettling. This has been a year of collective
emotional swings, and November’s elections are about to take center-stage. Twenty
years ago, in November 2000, | was scheduled to speak to a group of investors the day
after the Bush-Gore election. Depending on the election outcome, | was prepared with a
report with the respective party symbols at the top of each, detailing the strategy we
believed optimal for that outcome. That was my ‘risk management’ plan because | had
Kevin Nicholson, CFA® both scenarios covered, right? Wrong. Most of us remember that 2000 was the year of
GLOBAL FIXED INCOME Co-CIO . .

the ‘hanging chad’ and the reality that we were unsure of the outcome of that year’s
Chris Konstantinos, CFA® presidential election until December 12th. With Election Day 2020 six weeks away, there
CHIEF INVESTMENT STRATEGIST  3re plenty of “what-if’ questions to ponder so we thought it was timely to share some

Doug Sandler, CFA® observations as we head into the final stretch.
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ELECTION YEARS ARE GENERALLY POSITIVE FOR STOCKS:
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growth as trade

Source: RiverFront Investment Group, calculated based on data from CRSP
1925 US Indices Database ©2020 Center for Research in Security Prices
(CRSP®), Booth School of Business, The University of Chicago. Data from

tensions eased and Jan 1926 through August 2020. Past performance is no guarantee of future
the US economy results. Shown for illustrative purposes. Not indicative of RiverFront portfolio
was growing sIowa performance. Index definitions are available in the disclosures.

but steadily which meant that it was reasonable to expect the record economic
expansion in the US could continue. Accordingly, we assigned an 85% probability to
positive returns for the S&P 500 in our 2020 Outlook. Thus far, despite a global
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pandemic and a recession, the S&P 500 has recovered and is positive for the year. Estimates for GDP and US
corporate earnings are once again trending higher, and COVID-19’s grip on the market and the economy seems to
be loosening. Acknowledging the potential for a rocky ride, we believe equities will be higher by year-end.

What if: Biden or Trump? Fill in the blank with your choice of outcomes. Each candidate’s policies have been
telegraphed and the upcoming debates could put finer points on each plan. If re-elected, President Donald Trump is
expected to hold steady on the 2017 Tax Cuts and Jobs Act, maintain his tough stance on China, and push forward
with infrastructure spending. Former Vice President Joe Biden would also be a proponent of infrastructure
spending, whereas he has stated he will push for an increase in taxes for both corporations and high-income
individuals. Additionally, many expect additional regulations on sectors such as financials, energy, and healthcare.
One point that may be underappreciated about a Biden presidency is the potential for dropping tariff-based
coercion against China, Europe, and other trading partners. We believe that this would be a positive for the global
economy.

While Republicans are viewed as more business friendly, history tells us that equity markets have fared better
during the years when a Democrat has occupied the White House. We know too well the pitfalls of trying to predict
market behavior. An illustration of this point can be found in a 2016 New York Times article in which an economist
from Massachusetts Institute of Technology wrote that the economy would plunge into a recession if Trump won.
That view was shared by other Wall Street strategists, based on their belief that Secretary Hillary Clinton was a
known entity and the uncertainties created by the election of a political unknown could be negative for markets.

As we think about the equity markets’ response to the outcome of the presidential election, we believe the
outcomes of the Congressional races are equally important as these two legislative bodies make the laws for our
country. In addition, the death of Supreme Court Justice Ruth Bader Ginsberg over the weekend will likely create
another variable around some of the close races. Currently, the Republicans control the Senate and the Democrats
control the House of Representatives. If this division of leadership remains in place post-election, we expect the
market to respond favorably. Gridlock may be frustrating, but the probabilities for sweeping policy changes are
reduced. A Blue Wave could be viewed negatively, at first, but the initial reaction will likely subside as policy
realities become known and investors adjust portfolios accordingly. In this instance, knowing what the policy
roadmap looks like is better than the uncertainties associated with the unknown. There are many quotes about
forecasting and crystal balls, but we believe this one drives the point home: "He who lives by the crystal ball
soon learns to eat ground glass."

What if we don’t know the results after November 3rd? While many of us may be divided as to our political
preference, we believe most will agree on one thing — we would prefer to know the outcome of the election quickly.
That is looking more unlikely in 2020, and we believe it poses the biggest near-term risk to markets. It is estimated
that as many as half of the votes cast this year could be in the form of mail-in ballots. There is no estimate as to the
length of time it will take to count them, but it is unlikely to be completed by the time newspapers hit your doorstep
on November 4th.

In addition to the length of time it will take to tally these ballots, matters are further complicated by the growing
number of lawsuits in place to contest various aspects of the elections. According to the Stanford-M.I.T. Healthy
Elections project, there are over 300 lawsuits contesting procedures, ballots, and more. Between now and Election
Day, that number is expected to grow so much so that the United States Supreme Court has launched the 2020
Election Litigation Tracker to provide information on significant election-related cases. The number of lawsuits and
talk of challenges makes the prospects for a contested election more likely. That outcome is viewed as the one
most likely to have a negative impact on equity markets, and we agree.
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The chart to the right illustrates the market’s negative S&P 500 During "hanging chad’ incident in 2000
reaction to the drama following the November 2000 Election night 2000 to December 13 Supreme Court Decision

election. While helpful, from an illustrative point, we are
compelled to reiterate an oft-quoted disclosure from our
industry - past performance does not guarantee future 1380
results. It is also worth noting that the market weakness
in late 2000 was driven by more than just election 1360
uncertainty. In our opinion; the market was also starting
to anticipate the economic downturn that would
culminate in a recession by mid-2001.
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didn’t work out as well as | had expected. | had a plan Past peﬁormance is no ggargntee of fut.ure results. Shoyvn for

B, but hats where my process stopped. | didnthavea |11 10T
well-defined risk management process in place and

only considered two outcomes. At RiverFront, we have a multi-layered risk management process that goes beyond
plan B and incorporates a number of different tools and outcomes into our decision making. The goal of
RiverFront’'s risk management process is to remove emotions from our investment decisions: we play the hand
we’re dealt.

The first step of risk management is ensuring that portfolios are not
- ‘out on a limb’ before major events, like an election, so that they can
** Whatever Sldel * be adjusted quickly if a change of direction is necessary. We believe
] we have achieved this with the recent reductions to our equity
we re o n weighting in our balanced strategies. Second, it is important to
remain objective, particularly when it comes to politics, so that
Yo u rs decisions can be made with clear minds no matter the outcome. Our

rules-based tactical discipline and our belief in ‘process over
prediction’ help keep our portfolio managers objective and

RIVERF RONT 2020 unemotional during times of uncertainty. Finally, it is important to

WE SERVE ADVISORS plan a response for multiple scenarios even those that seem unlikely.
) To that end, we have organized an election task force to marshal all
@_["‘WE.B.WPFT of RiverFront’s best thinking to make appropriate portfolio changes

and communicate our thoughts clearly.
Important Disclosure Information

The comments above refer generally to financial markets and not RiverFront portfolios or any related performance. Opinions expressed are
current as of the date shown and are subject to change. Past performance is not indicative of future results and diversification does not
ensure a profit or protect against loss. All investments carry some level of risk, including loss of principal. An investment cannot be made
directly in an index.

Chartered Financial Analyst is a professional designation given by the CFA Institute (formerly AIMR) that measures the competence and
integrity of financial analysts. Candidates are required to pass three levels of exams covering areas such as accounting, economics, ethics,
money management and security analysis. Four years of investment/financial career experience are required before one can become a CFA
charterholder. Enrollees in the program must hold a bachelor's degree.

Information or data shown or used in this material was received from sources believed to be reliable, but accuracy is not guaranteed.
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This report does not provide recipients with information or advice that is sufficient on which to base an investment decision. This report does
not take into account the specific investment objectives, financial situation or need of any particular client and may not be suitable for all
types of investors. Recipients should consider the contents of this report as a single factor in making an investment decision. Additional
fundamental and other analyses would be required to make an investment decision about any individual security identified in this report.

In a rising interest rate environment, the value of fixed-income securities generally declines.

When referring to being “overweight” or “underweight” relative to a market or asset class, RiverFront is referring to our current portfolios’
weightings compared to the composite benchmarks for each portfolio. Asset class weighting discussion refers to our Advantage portfolios.
For more information on our other portfolios, please visit www.riverfrontig.com or contact your Financial Advisor.

Investing in foreign companies poses additional risks since political and economic events unigue to a country or region may affect those
markets and their issuers. In addition to such general international risks, the portfolio may also be exposed to currency fluctuation risks and
emerging markets risks as described further below.

Changes in the value of foreign currencies compared to the U.S. dollar may affect (positively or negatively) the value of the portfolio’s
investments. Such currency movements may occur separately from, and/or in response to, events that do not otherwise affect the value of
the security in the issuer's home country. Also, the value of the portfolio may be influenced by currency exchange control regulations. The
currencies of emerging market countries may experience significant declines against the U.S. dollar, and devaluation may occur subsequent
to investments in these currencies by the portfolio.

Foreign investments, especially investments in emerging markets, can be riskier and more volatile than investments in the U.S. and are
considered speculative and subject to heightened risks in addition to the general risks of investing in non-U.S. securities. Also, inflation and
rapid fluctuations in inflation rates have had, and may continue to have, negative effects on the economies and securities markets of certain
emerging market countries.

Stocks represent partial ownership of a corporation. If the corporation does well, its value increases, and investors share in the appreciation.
However, if it goes bankrupt, or performs poorly, investors can lose their entire initial investment (i.e., the stock price can go to zero). Bonds
represent a loan made by an investor to a corporation or government. As such, the investor gets a guaranteed interest rate for a specific
period of time and expects to get their original investment back at the end of that time period, along with the interest earned. Investment risk
is repayment of the principal (amount invested). In the event of a bankruptcy or other corporate disruption, bonds are senior to stocks.
Investors should be aware of these differences prior to investing.

Index Definitions:

Standard & Poor’s (S&P) 500 Index measures the performance of 500 large cap stocks, which together represent about 80% of the total US
equities market.

CRSP Universe Market Cap index information calculated based on data from CRSP 1925 US Indices Database ©2016 Center for Research
in Security Prices (CRSP®), Booth School of Business, The University of Chicago. Used as a source for cap-based portfolio research
appearing in publications, and by practitioners for benchmarking, the CRSP Cap-Based Portfolio Indices Product data tracks micro, small,
mid- and large-cap stocks on monthly and quarterly frequencies. This product is used to track and analyze performance differentials between
size-relative portfolios. CRSP ranks all NYSE companies by market capitalization and divides them into ten equally populated portfolios.

Alternext and NASDAQ stocks are then placed into the deciles determined by the NYSE breakpoints, based on market capitalization. The
series of 10 indices are identified as CRSP 1 through CRSP 10, where CRSP 10 has the largest population and smallest market-
capitalization. CRSP portfolios 1-2 represent large cap stocks, portfolios 3-5 represent mid-caps and portfolios 6-10 represent small caps.

RiverFront Investment Group, LLC (“RiverFront”), is a registered investment adviser with the Securities and Exchange Commission.
Registration as an investment adviser does not imply any level of skill or expertise. Any discussion of specific securities is provided for
informational purposes only and should not be deemed as investment advice or a recommendation to buy or sell any individual security
mentioned. RiverFront is affiliated with Robert W. Baird & Co. Incorporated (“Baird”), member FINRA/SIPC, from its minority ownership
interest in RiverFront. RiverFront is owned primarily by its employees through RiverFront Investment Holding Group, LLC, the holding
company for RiverFront. Baird Financial Corporation (BFC) is a minority owner of RiverFront Investment Holding Group, LLC and therefore
an indirect owner of RiverFront. BFC is the parent company of Robert W. Baird & Co. Incorporated, a registered broker/dealer and
investment adviser.

To review other risks and more information about RiverFront, please visit the website at www.riverfrontig.com and the Form ADV, Part 2A.
Copyright ©2020 RiverFront Investment Group. All Rights Reserved. ID 1338547
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