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Investment Objective

Long-term total return = Russell 3000 Value
index plus a minimum of +200 bps

Strategy Highlights

Focused Absolute Value® is a concentrated,
all cap strategy comprised of the firm's
‘best and most timely’ ideas selected from
among the stocks held across all RRAM
strategies, as recommended by the analyst
team.’

The Strategy combines the firm's proven
investment processes with the stock picking
skills of River Road portfolio managers and
collective insights and opinions of the firm’s
analyst team.

The Strategy seeks to remain fully invested at
all times, is index independent, and is highly

opportunistic. The minimum market cap for

investment is $250 MM (at the time of initial
purchase).

Portfolio Managers

R. Andrew Beck
President & CEO,
Senior Portfolio Manager

18 years of experience;
managed Portfolio since inception

University of Louisville, BS
Babson College, MBA

Thomas S. Forsha, CFA

Co-Chief Investment Officer &
Portfolio Manager

19 years of experience;
managed Portfolio since inception

The Ohio State University, BS
University of Chicago, MBA

Analyst Liaison

Ashley L. Abney, CPA
Senior Equity Research Analyst

11 years of experience

Centre College, BS

Performance Summary
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M rFav Composite - Gross 0.84% 11.60% 10.91% 16.31% 15.33% 19.02%
M rFav Composite - Net 0.75% 11.22% 10.31% 15.58% 14.56% 18.17%

Russell 3000 Value 5.08% 13.19% 8.71% 13.95% 12.33% 13.56%
Out / Underperformance -4.24% -1.59% +2.20% +2.36% +3.00% +5.46%

Performance is shown gross and net of fees. Inception date: January 1, 2009. Out/underperformance compares Focused Absolute Value® gross
performance and Russell 3000 Value. 'If a holding is liquidated from all RRAM portfolios, the stock must be sold from the Focused Absolute Value®
Portfolio within a reasonable period of time (as defined by the portfolio managers). Source: River Road Asset Management LLC and Russell Investment
Group. Past performance is no guarantee of future results. Please see reverse side for important disclosure information

Portfolio Review

It was a remarkable year for equity investors as low interest rates, low inflation, accelerating economic and profit
growth, and (in the final days of the year) historic tax cuts fueled robust retums amid record low volatility. For the
first time in history, the S&P 500 index (total return) rose every month during a calendar year. Additionally, the
index was down more than -1% in only four trading sessions throughout 2017!

Gains were also broad based, with all nine style boxes advancing for the quarter and the year. In a
sharp reversal from 2016, large caps outperformed small caps throughout 2017, with the Russell 1000 index
returning +21.69% versus +14.65% for the Russell 2000. In a similar reversal, growth significantly outperformed
value across all market caps, with the Russell 2000 Growth index returning +22.17% versus just +7.84% for the
Russell 2000 Value.

River Road’s Focused Absolute Value® (FAV) Strategy had a disappointing Q4 and 2017. For Q4, stock
selection was broadly negative as many of the Portfolio’s holdings failed to keep up with the index as it
moved sharply higher. From a market cap perspective, stock selection was negative across all three
capitalization tiers with mid caps posing the largest relative headwind for Q4. FAV's underperformance for 2017
was especially disappointing given the Strategy led the index throughout much of the year.

The top contributing holding during the quarter was Hostess Brands Inc. (Cl A) (TWNK), the iconic American snack
cake brand. The stock sold off when the company announced CEO Bill Toler would retire in early 2018. Investor
expectations were low ahead of Q3 2017 results due to tough year-over-year comparisons from favorable
promotional activity in the prior year. TWNK posted better-than-expected Q3 2017 results due to strong
growth from innovation activity within its core brands. Management also noted TWNK was off to a
strong start in Q4 with double-digit sales growth in October. Furthermore, departing CEO Toler purchased 50,000
shares at an average price of $12.88 after Q3 results.

The bottom contributing holding in the Portfolio during Q4 was Premier Inc. (PINC), a healthcare GPO (group
purchasing organization) and data analytics provider. PINC’s poor performance was primarily related to two

items. First, quarterly results were below expectations due to weak hospital utilization. Second, concems emerged
that Amazon (AMZN) may sell medical devices and take share from PINC's GPO. The first item is mitigated
by seasonal patterns in elective procedures and does not represent a threat to our thesis. While a threat from
Amazon entering a new market should always be taken seriously, our research indicates fears in this case are likely
overblown: 1) Premier’s products are competitively priced which means Amazon is unlikely to offer material
savings, 2) commodity products where AMZN may offer savings are already low margin for PINC, and 3)
most critically, GPO members’ primary objective is to lower the overall cost of care — which requires
capability beyond just lowest product price. The investment case for PINC hinges on the combination of scale,
which enables low prices across many product categories, AND expansive proprietary data analytics, which
generate efficiencies, cost reductions, and, most importantly, lead to improved efficacy that lowers total cost of
care. PINC’s voluminous data sets cover the quality and outcomes associated with products. Amazon does not
have the data necessary to provide customers with a ‘cost of care’ calculation.

Despite unattractive market valuations, the Portfolio’s fundamentals remain attractive relative to our benchmark.
According to FactSet, price/cash flow for the Portfolio stands at 12.7x compared to 13.8x for the Russell 3000
Value. From a quality perspective, the Portfolio’s return on equity (five-year average) is 14.3% versus 11.3% for
the index.:The Portfolio is further expected to grow long-term earnings at a higher rate than the index (+10.5%
versus +8.5%).




GICS sector and market cap breakdowns reflect percent of equity. Totals may not sum due to rounding. 'Excludes negative earnings. Z?Risk characteristics based on trailing 60 month gross of fee composite performance
3Average annual turnover since inception (January 1, 2009). Source: River Road Asset Management LLC, FactSet Research Systems Inc., and Russell Investment Group

Portfolio contribution calculated for the Q4 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 holding’s contribution to the overall Focused Absolute Value® Composite and/or representative portfolio performance contact Thomas D. Mueller, CFA, CPA at (502) 371-4100 or
thomas.mueller@riverroadam.com. Past performance is no guarantee of future results

Representative Portfolios - Unless otherwise noted as Composite, the information presented is based on representative portfolios within the Focused Absolute Value® Strategy. Since no single representative portfolio is
available to represent the Strategy since inception, different representative portfolios are used for different periods (using the same selection criteria) to create a continuous representative portfolio. All representative



