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The investment industry continues to be a highly innovative
and creative business. There is a continuous creation of
products and mountains of marketing materials, combined

with a motivated salesforce empowered to spread the word.

With this has come the recent proliferation of the term Outsourced
CIO (“Outsourced Chief Investment Officer” or “OCIO”) to describe a
broader service delivery. Unfortunately, what has resulted is a
disconnect in the true definition of the Outsourced CIO and the
services they provide.

The concept had its origins in endowment and investment
offices for single-family offices, as well as university endowment
offices that employed independently thinking investment
professionals to manage the investment portfolio of the entity.
These investment professionals were empowered to create
tailored, conflict-free, cutting-edge portfolios that employ
top-tier investment solutions. Endowments, foundations,
pensions and pension-like entities often choose an Outsourced

CIO to manage and advise on their portfolio of investments.

The Skorina Letter, published by Charles Skorina, has
historically tracked and covered Outsourced CIO’s annually;
this includes a list of providers calling themselves Outsourced
CIO’s." The list gets longer every year. With the recent increase in
firms calling themselves Outsourced CIO’s, we thought it was

important to review the key attributes of this descriptor.

Do they really tick all the boxes?

Here are the criteria that clients
of an Outsourced CIO are typically

looking for:

CONFLICT-FREE

éIé ENVIRONMENT - WHAT

DOES THIS MEAN?

«  Utilize underlying investment solutions only
managed by external parties

«  Full disclosure of fees

«  Fees paid only by clients — no side deals with
underlying investment managers, custodians,
brokers, etc.

«  They are fiduciaries and as such put the interests of
their client first

« Investment advice is tailored to the client’s
investment objectives and circumstances at all times

¢ Investments are evaluated based on their own
merits and suitability to the client’s portfolio

Question: Are all banks, brokers, or investment management

firms eliminated from being a true Outsourced CIO?
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TRUE OCIO'S ARE INVESTORS FIRST

o The culture is that of professional investors, and the people employed have this background, experience
and credentials

o The culture is rooted in research, portfolio construction and decision making

« Investment professionals are registered with securities regulators as portfolio managers, allowing them
to make tailored investment recommendations and decisions

«  They must meet the regulatory standards - integrity, code of conduct and proficiency requirements

o Open architecture — all investment styles, geographies and asset classes are considered in an effort to
build a portfolio comprised of best-of-breed solutions

Question: Given the embedded investment-minded culture and alignment with the client, can a consultant meet the
definition of an Outsourced CIO?

PURCHASING AND INVESTMENT-TERM POWER

«  Size and skill allow for purchasing power with underlying investment managers, meaning lower fees

«  Dedicated research allows for deep and broad knowledge of fees and terms

«  All fee discounts or rebates go to the benefit of the client

«  Provides ability to negotiate to waive or improve limitations, terms and performance fees

Question: Can a smaller, less-sophisticated firm refer to itself as an Outsourced CIO without the ability to negotiate fees
and deliver purchasing power?

THE INTANGIBLES

e Scale to hire top people and leverage sophisticated reporting technology

e Relationships with leading advisors in accounting, tax, legal, insurance and custody

e Support in board governance, board education, succession and regulatory awareness
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In his article “OCIO My Foot!,” Jonathan Hirtle At Guardian Partners Inc., we believe
of Hirtle, Callaghan & Co. (a US-based we meet them all.

Outsourced CIO in business since 1988)
commented that given much of the criteria
noted below, 75% of so-called Qutsourced CIO's
would not be able to meet the requirements
discussed above.?

Guardian Partners Inc. has been in business for over 25 years’
and is one of the longest-serving Outsourced CIO’s in Canada
- we are very proud of our client relationships and our
consistent investment pedigree and culture.

Follow us on LinkedIn and stay in the know.
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The information provided is for illustrative/educational purposes only. All investment strategies referenced in this material come with investment
risks, including loss of value and/or loss of anticipated income. Past performance does not guarantee future results. This material is not intended to
constitute legal, tax, accounting, investment or financial advice or a recommendation to buy, sell or hold a security, and should not be considered an
offer or solicitation to deal in any product or financial strategy mentioned herein. Effort has been made to ensure that the material presented herein
is accurate at the time of publication. However, this material is not intended to be a full and exhaustive explanation of the law in any area or of all of
the tax, investment or financial options available. The information discussed herein may not be applicable to or appropriate for every investor and
should be used only after consultation with professionals who have reviewed your specific situation.

Guardian Partners Inc. (“GPI") is a wholly-owned subsidiary of Guardian Capital Group Limited, a publicly traded firm listed on the Toronto Stock Ex-
change. GPI operates as two divisions, Guardian Capital Advisors (GCA) and Guardian Partners (GP). For further information on Guardian Partners
Inc., please visit www.guardiancapital.com/gpi.
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