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Summary of Asset Allocation Decisions
Asset Class

Current Asset Allocation Positioning

Fixed Income

Underweight

Canadian Equity

Overweight

U.S. Equity

Overweight

International Equity

Underweight

Neutral Allocation*

Current Target Allocation (change from prev.)

Emblem Portfolio

Fixed
Income

Canadian
Equity

U.S.
Equity

International
Equity

Fixed
Income

Canadian
Equity

U.S.
Equity

International
Equity

Diversified Income

80.0%

10.0%

5.0%

5.0%

74.5%

16.5%

6.5%

2.5%

Conservative

65.0%

25.0%

5.0%

5.0%

60.0% (-4.0%)

27.0% (+3.0%)

9.0%

4.0% (+1.0%)

Balanced

50.0%

35.0%

7.5%

7.5%

45.0% (-5.0%)

38.0% (+3.0%)

11.0%

6.0% (+2.0%)

Moderate Growth

35.0%

45.0%

10.0%

10.0%

30.0% (-4.0%)

50.0% (+2.0%)

12.5% (-1.0%)

7.5% (+3.0%)

Growth

20.0%

60.0%

10.0%

10.0%

15.0% (-3.5%)

62.5% (+1.0%)

14.0% (-1.0%)

8.5% (+3.5%)

-

75.0%

12.5%

12.5%

-

70.0% (-2.0%)

20.0%

10.0% (+2.0%)

Aggressive Growth

*Neutral allocation is based on the Fund’s respective long-term strategic asset allocation

Rationale
Key takeaway: Decreased bonds, increased Canadian and international equities
Tactical View:
In our last tactical update, we cited the market’s overly optimistic view towards U.S. equities. This resulted in decreased U.S. equity targets
in the Emblem Portfolios, and increased targets towards Canadian equities and fixed income. While it did take some time to begin unfolding,
U.S. equities did initiate a slight correction, with the S&P 500 declining 0.7% since March 1st. Over the same period, the S&P/TSX Composite
gained 1.9%.
Part of the decline in U.S. equities can be attributed to questions surrounding Donald Trump’s ability to enact his agenda, highlighted by the failed
health care bill to repeal and replace Obamacare. Additionally, his decision to launch a retaliatory military strike against the Syrian government,
and send warships in response to North Korea’s missile testing, raised concerns over his election promise to put “America first” and focus less on
international affairs.
Global politics also raised concerns among market participants. The first round of the French Presidential election comes April 23rd, with a likely
runoff vote on May 7th. A just announced snap election in the U.K. is to be held on June 8th, and the German Federal election in late September.
These increased uncertainties helped bond markets – the FTSE TMX Canada Universe Bond Index gained 1.9% since March 1st of this year, and the
yield on the Canada ten year bond reached its lowest level since mid-November 2016.
Given the bond market’s advance, however, we feel that much of the near term risks have already been accounted for. Unless a significant
economic downturn emerges – an event we do not anticipate in the current environment – we do not believe bond yields will move meaningfully
lower. As a result, we are tactically decreasing target allocations to bonds to capture recent gains.
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Like the move in the bond market, we feel that the recent decline in international equities – MSCI EAFE down 1.7% since the beginning of the month
– already encompasses a significant level of prevailing risks. Additionally, the market has been resilient in the face of previous challenges, such as last
year’s surprising Brexit vote. The macroeconomic situation has stabilized in Europe and we expect growth to only be marginally trailing that of the U.S.
Growth rates in European company earnings are at its strongest pace in the past four years, and based on recent meetings with multiple companies,
management optimism is positive and business momentum strong. As a result, we have tactically increased target allocations to international equities,
thereby reducing or eliminating the underweight positions to the asset class.
Target allocations to Canadian equities have also been tactically increased. Although we don’t expect Canadian equities to have another banner year
as it did in 2016, we do expect the asset class’ performance to outpace bonds. Financial stocks (banks and life insurers) are likely to benefit from a rising
bond yield environment, and Energy stocks from a supportive oil price between $50 - $60.

Important Information
Empire Life Investments Inc. is the Portfolio Manager of the Empire Life segregated funds. Empire Life Investments Inc. is a wholly-owned
subsidiary of The Empire Life Insurance Company.
Empire Life Emblem GIF Portfolios currently invest primarily in units of Empire Life Mutual Funds.
A description of the key features of the individual variable insurance contract is contained in the Information Folder for the product being considered.
Any amount that is allocated to a Segregated Fund is invested at the risk of the contract owner and may increase or decrease in value.
Policies are issued by The Empire Life Insurance Company.
Empire Life Investments Inc. is the Manager of the Empire Life Emblem Portfolios and Empire Life Mutual Funds (the “Portfolios” or “Funds”).
The units of the Portfolios and Funds are available only in those jurisdictions where they may be lawfully offered for sale and therein only by
persons permitted to sell such units.
This document includes forward-looking information that is based on the opinions and views of Empire Life Investments Inc. as of the date stated
and is subject to change without notice. This information should not be considered a recommendation to buy or sell nor should they be relied
upon as investment, tax or legal advice. Information contained in this report has been obtained from third party sources believed to be reliable,
but accuracy cannot be guaranteed. Empire Life Investments Inc. and its affiliates does not warrant or make any representations regarding the use
or the results of the information contained herein in terms of its correctness, accuracy, timeliness, reliability, or otherwise, and does not accept
any responsibility for any loss or damage that results from its use.
Commissions, trailing commissions, management fees and expenses all may be associated with mutual fund investments. Please read the
prospectus before investing. Mutual funds are not guaranteed, their values change frequently and past performance may not be repeated.
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