





11-19 YEAR PORTFOLIO

PROCESS

Our investment process, rooted in academia and
nurtured by real world experience, contains strate-
gic, tactical and opportunistic elements.

STRATEGIC ASSET ALLOCATION considers an
investor’s fime horizon and the historical interrelo-
tion of asset class prices irrespective of the current
macro economic environment or the state of the
business cycle. We use this historical perspective to
create the base upon which our investment thesis
and opinions are implemented.

TACTICAL ASSET ALLOCATION is the process
whereby a money manager implements their
macroeconomic view by adjusting upward or
downward the various asset class weightings in a
portfolio. Efficient Market Advisors uses a top down
approach which considers multiple variables
including relative valuation, economic cycle
positioning, interest rate spreads, monetary and
fiscal policy, political factors, yield curve analyses,
industry and sector valuations.

OPPORTUNISTIC INVESTING recognizes that unex-
pected events occur periodically in capital mar-
kets. These events generally manifest themselves in
the form of an extreme over or under valuation of
an asset class, sector of industry. EMA believes there
is an opportunity to add “alpha” or “value” to an
investor’s portfolio by maintaining sufficient flexibility
and the willingness to act when such scenarios
present themselves.

20 PLUS YEAR PORTFOLIO

In 1986 Brinson, Hood, and Beebower published the
paper “Determinants of Portfolio Performance” which
concluded that an investor's portfolio return is deter-
mined primarily by asset allocation and only marginally
by security selection and/or market timing.
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Studies have shown that periodically rebalancing an
investment portfolio between different asset classes
such as stocks, bonds and real estate can significantly
reduce the overall risk or volatility in your portfolio. For
many investors, this means a smoother ride towards
their financial goals making the process of investing less
emotional. Not only can rebalancing between asset
classes and investment styles reduce your portfolios
volatility it may also enhance it's refurns over time.

At EMA client portfolios are regularly reviewed to
determine if rebalancing is needed or appropriate.
Rather than rely on a rigid rules based rebalancing
process, we consider time, cost, dispersion from target,
and taxes before implementing rebalancing trades.
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