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Investment Objectives

1 Long-term total return > Russell 3000 Value

index plus 200 to 400 bps

1 Target yield > Russell 3000 Value index plus

150 bps

Strategy Highlights

River Road'’s Dividend All-Cap Value Il (DAV II)
Strategy utilizes a fundamentally driven

research process to identify attractive purchase

candidates from an all cap universe of high
yielding equity securities. The Strategy invests

in well-managed, financially strong companies

with high and growing dividends, targeting
companies that are also trading at meaningful
discounts to our assessed valuations. Typical
investment criteria include:

1 Minimum market capitalization of $1 B at
the time of purchase

1 Indicated dividend yield of at least 2%

The stock selection process is complemented by

a risk averse approach that employs balanced
diversification and a structured sell discipline.

Low Volatility Returns

1 Target volatility < Russell 3000 Value

1 Ranked among the top 22% of peers over
the prior five-year period?

Beta vs S&P 500 (Trailing 5 YR)’
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Q32017 YTD Inception
H DAV Il Composite - Gross 2.50% 6.21% 13.09% 9.16% 12.81% 12.01%
H pavi Composite - Net 2.40% 5.92% 12.69% 8.74% 12.31% 11.43%
Russell 3000 Value 3.27% 7.72% 15.53% 8.79% 13.20% 11.99%
Out / Underperformance -0.77% -1.51% -2.44% +0.37% -0.39% +0.02%

Portfolio Yield: 3.43%'

Performance is shown gross and net of fees. Inception date: January 1, 2011. Out/underperformance compares Dividend All-Cap Value Il gross
performance and Russell 3000 Value. 'Gross of fees; indicated portfolio yield does not anticipate special dividends. Information based on a
representative portfolio within the Strategy. 2Volatility, measured as beta and standard deviation, is based on trailing 60 month gross of fee composite
performance. Average peer beta presented; peer information provided for the eVestment US All Cap Value Equity Universe as of the date of publication
and is subject to change. eA collects information directly from investment management firms and other sources believed to be reliable from which it
conducts quarterly reviews to classify all products and create peer universes. River Road does not pay eA to be included in the universe, and may not be
included in the universe, but does pay for access to this service and data. Source: River Road Asset Management LLC, eVestment Alliance (eA), FactSet
Research Systems Inc., Russell Investment Group, and Standard and Poor’s.  Past performance is no guarantee of future results. Please see reverse side
for important disclosure information.

Portfolio Review

The rally in stocks shifted into high gear during Q3, with the prospect of tax reform overcoming lofty
valuations, tighter monetary policy, and escalating tensions with North Korea. The S&P 500 index rose
+4.48% in Q3, pushing its year-to-date advance to +14.24%. The stock market’s bellwether index has now risen
for 11 consecutive months, marking the longest winnin k since 1959 (according to Ned Davis Research)!

In the Dividend All-Cap Value Il Portfolio, the impact of sector allocation was marginally negative, but stock
selection was primarily responsible for the underperformance during the quarter. Lower yielding stocks continued
to outpace higher yielding among both the Russell 3000 Value and S&P 500 constituents. Therefore, the
Portfolio’s structural overweight to high-yielding stocks (> 5%) and the 2% minimum yield at purchase for inclusion
in the Portfolio weighed on relative results.

The top contributing holding in the Portfolio during Q3 was Iron Mountain Inc. (IRM), the world’s leading document
storage company and also the largest position in the Portfolio. In Q2 2017, the REIT reported the strongest
quarter since 2010, with organic revenue growth in its key storage segment of +4.0% year over year.

We were particularly encouraged by the balance of growth across both price (+2.7%) and volume (+1.3%), which
supports our thesis around the high switching costs of IRM’s business model. It also appears to demonstrate the
structural benefits from price optimization initiatives taken by management over the past several years. Lastly,
benefits from the Recall acquisition continued as SG&A declined further and IRM reduced its cost of debt by
refinancing $1 B of senior notes on highly favorable terms.

The largest negative contributor during the quarter was Uniti Group Inc. (UNIT), a wireline communications REIT.
Although quarterly results met our expectations, UNIT fell after its largest tenant, Windstream Holdings
(WIN), eliminated its dividend. While this decision increased the ability of WIN to pay rent to UNIT, investors
took it as a sign that WIN would ultimately pursue bankruptcy to seek relief from its tremendous debt burden. The
pressure on WIN ended up dragging down UNIT’s shares as well. While UNIT's management team has made
admirable progress to diversify its tenant base through acquisitions, Uniti’s ability to continue with its diversification
strategy was severely limited by the decline in its own share price. Although we remain confident in our projected
cash flows for the firm, even in the face of a WIN bankruptcy, the sharp decline in the stock price creates a scenario
whereby UNIT’s management may choose to cut its dividend payment in order to retain cash for much-
needed acquisitions.

At the end of the period, the weighted average discount to value for the top 20 holdings in DAV Il was 91%, up
modestly from Q2. The weighted average EV/EBITDA multiple employed in our assessment of value of the
top 20 holdings remains at an all-time high (in part due to the increased presence of high-multiple REITs).
While we expect growth will ramp over the remainder of the year, much of that is already reflected in the cash
flows and multiples we employ in our valuations and it remains a challenge to identify new positions with a
compelling combination of quality and value in today’s market. Thus, we remain cautious about the
broader market despite the improved business sentiment. Additionally, we cannot completely dismiss the increased
risk that stems from the persistent decline in volatility — complacency and investment do not typically
mix well. : We continue to believe that the downside risk of the market is elevated and expect that the
relative return of the DAV Il Strategy will improve as volatility increases.



GICS sector and market cap breakdowns reflect percent of equity. Totals may not sum due to rounding. 'Risk characteristics based on trailing 60 month gross of fee composite performance. 2Average annual turnover since inception (January 1,
2011). 3Gross of fees; indicated yield does not anticipate special dividends. Source: River Road Asset Management LLC, eVestment Alliance (eA), FactSet Research Systems Inc., Russell Investment Group, and Standard and Poor's

Portfolio contribution calculated for the Q3 2017 period. For the purpose of assessing top and bottom contributors, the contribution of child securities is aggregated with that of the parent for corporate actions that occurred during the most
recent calendar quarter. The holdings identified do not represent all of the securities purchased, sold, or recommended. To receive information regarding the methodology for calculating the top/bottom contributors or a list showing every
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