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The

Performance Reporting Overview PrivateBank

—

Age old method of showing a client “how you did”

* |n some cases justifying “your existence”

Account level, asset class level or sub-asset class level

Varying degrees taken on approach to reporting

Detailed analysis
= Performance
= Risk metrics
= Cash flow
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How Do Firms Convey The Information? /fspy

PrivateBank

= Short-term
* Long-term

= Calculation Methodes:
= Time Weighted
= Dollar Weighted _.
= |Internal Rate of Return ™%
= Net of fees '
= Gross of fees
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The

Technology Requirements/Complexities /% prvateBank

—

|
« Complex systems are necessary to have a robust
performance reporting process that can meet

client needs from thesmest'simple to the'most
detailed.

o i
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The

Common Mistakes/Pitfalls PrivateBank

= |ncorrect or inconsistent benchmarks
= Use of custom benchmarks

= Back testing - “would have, could have, should
have”

= TOO much detall

= Lack of disclosures
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Compliance to Consider

Regulatory

(SEC, OCC,
FDIC)

Private Wealth
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(GIPS)




. ] The
SEC Requlatory Guidelines PrivateBank

—

» Prohibits the investment advisor from engaging in fraudulent,
deceptive or manipulative acts and practices
= Applies to all advisers, whether required to be registered or not

= Section 206 of the Investment Advisers Act of 1940

= Rule 206(4)-1 under the Investment Advisers Act of 1940

= Prohibits SEC-registered investment advisers from using any
advertisement that contains any untrue statement of material
fact or that is otherwise false or misleading

» Prohibits the use of client testimonials

» Restricts the use of past specific recommendations

Source: Sec.gov
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Other SEC Requlatory Guidelines - Advertising ITz'I;?vateBank

—

= Numerous SEC staff no-action and interpretive letters

» Letters established advertising guidance on:
» Use of past performance
» Testimonials
» Model portfolios
» Effect of fees on performance
= Comparisons of performance to indices

= EXceptin one-on-one situations, the SEC requires that any
performance advertising include net performance as well
as gross performance

Source: Sec.gov
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The

Other SEC Requlatory Guidelines — Back testing A%Privatesank

—

» Back testing defined: Involves the use of theoretical
performance developed by applying a particular
iInvestment strategy to historical financial data

» SEC staff regards back testing as highly suspect

» SEC has brought several enforcement cases against
investment advisers relating to the use of back tested
results

» SEC’s enforcement cases place a heavy burden on
advisers using back tested performance to ensure that
clients are not misled

Source: Sec.gov
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The

OCC Requlatory Guidelines PrivateBank

» OCC does not outline specific investment reporting .

requirements, however:

“While the OCC does not officially endorse [CFA Institute,
formerly Association for Investment Management and
Research] standards or require national banks to adopt them,
the OCC considers them to be good guides for national banks
that are constructing investment performance measurement

and reporting systems” - Comptroller’s Handbook (August
2001)

“All laws and regulations applicable to the Asset Management
line of business should be identified, addressed in policies and
procedures, and communicated to the appropriate
personnel... These laws and regulations include... various SEC
regulations governing... investment adviser reporting” -
Comptroller’s Handbook (January 2011)

Source: Comptroller’s Handbook (August 2001) — occ.treas.gov
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Global Investment Performance Standards (GIPS) PrivateBank

= A voluntary set of standards, based on fundamental principles of
full disclosure and fair representation of performance results

» Why is GIPS needed?

= Standardized Investment Performance
= |nvestor confidence
» Global passport (i.e. a level playing field for asset managers)

» GIPS generally is divided into key sections (i.e. input data,
calculation methodology, composite construction, disclosure,
presentation and reporting, etc.)

» Not all-encompassing (no practical way to address every
situation); GIPS should therefore be viewed as a minimum set of
standards where local or country-specific laws, regulations, or
industry standards may not exist

Source: Kaplan University, CFA Institute, Global Investment Performance Standards (GIPS) Handbook - 3rd Edition
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The

Other Non-Reqgulatory Guidelines PrivateBank

= Principles for Investment Reporting — CFA Institute ‘

= Accommodates many types of stakeholders (e.g. asset
managers, custodians, administrators, prime brokers, etc.)

» Specifically addresses reporting to existing clients, whereas the

GIPS standards address presentations primarily to prospective
clients

» Performance Reporting Guidelines — Investment Management
Consultants Association (IMCA)

= Covers the collection, analysis, and reporting of performance
information related to manager search and analysis, and the
reporting of performance results to clients

= Designed to complement GIPS

Source: CFA Institute, IMCA.org
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The

Best Practices For Todays Environment PrivateBank

—

Develop standards that meet regulatory guidelines
» Establish guidelines around standardized reporting format

» Develop a policy on what benchmarks can be shown against asset
classes within your asset class schema

» Report both gross and net of account level fees

» Larger firms should consider centralized processing for report
production and review

= Monitor the output — periodic testing

= Keep itsimple
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The
PrivateBank

—

Portfolio Report Examples: Do’s and Don'ts
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The

Do: Provide Direct Sufficient Information PrivateBank
Asset Allocation

Asset Category %4 Total $2.20
$2.00 .-..f""-\v//

[ Excluded 0 0.0 /

[ cash & 30,232 4.5 s10
Equivalents » . /\/'/
[ Fixed Income 234,280 34.6 / \\ /_/
]:‘ Balanced Funds 0 0.0 ’ s r/-’ \ /
v

O Equity 211,556 31.3 s /_J
Liquid Real Assets 91,361 13.5 100
Dl uia ~7
O Alternatives 109,421 16.2 -
] Non-Marketable 0 0.0 S 0002 G 2 1008 U5 2106 MUK G 0B 10U &8 210 10D S 213 MED /T3 2014 1004 1S 16 00
Securities 2 Account
[l other 0 0.0
Total $676,850 100.0%
Performance
Category Sub-Category/Index YTD 1 Year 3 Year 5 ¥Year Inception Incpt Dt
Total Managed 3.01%  12.66% 3.66% 5.39% 5.12%  07/31/01
Cash & Equivalents 0.07% 0.27% 0.14% 0.12% 0.12%  06/30/10
US T-BILL SEC MARKET 3 MONTH (D) 0.09% 0.36% 0.16% 0.12% 0.11%  06/30/10
Fixed Income 1.42% 3.39% 2.49% 2.75% 3.18% 06/30/10
BARCLAYS INTER US GVT/CREDIT 0.74% 1.10% 1.90% 1.80% 2.55%  06/30/10
Equity 2.44% 22.99% 3.93% 7.75% 9.59% 06/30/10
MSCI AC WORLD U$ 5.62% 22.07% 4.81% 8.25% 10.13%  06/30/10
Liquid Real Assets 4.53% 19.68% 9.47% 11.28% 11.28%  02/29/12
25% Commodity, 25% Real Estate, 25% MLPs, 25% Infrastructure 3.83% 23.37% -0.18% 2.42% 2.42%  02/29/12
Alternatives 2.04% 6.27% 4.10% 4.26% - 06/30/10
HFRI FOF: DIVERSIFIED 2.18% 5.87% 1.59% 3.31% - 08/30/10
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The

Do: Provide Direct Sufficient Information (cont) PrivateBank
Total Managed Performance
1295
10%
8%
6%
4%
2%
0%
-2%
Account/Index 2012 2013 2014 2015 2016 YTD
. Sample Client Q.72% 10.65% 3.86% -0.58% 5.83% 3.01%
Account Flows
Flow Type
Beginning Market Value % 786,886 % 788,202 % 793,826 $% 725402 % 653,387 % 079,278
Deposits.ufWiﬂ'ldrawals -72,986 -75,022 -97,749 -69,666 -11,521 -21,583
Earned Income 27,895 24,766 30,410 24,286 17,322 1,581
Investment Gain 47,107 35,180 -1,085 -26,634 20,090 18,525
Ending Market Value % 788,902 % 793,826 % 725,402 % 653,387 §% 679,278 % 677,801
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The

Don’t: Show too much Detall PrivateBank

Performance

Equity 1.90% 3.54% 18.63% 2.55% 3.88% 7.58%  06/30/13

MSCI AC WORLD U$ 2.81% 5.62%  22.07% 3.46% 4.81% 8.34%  06/30/13
Domestic Equities 3.18% 4.76% 28.17% B.76% 10.00% 13.22% 06/30/13
FRANK RUSSELL 3000 (F'l‘{f :I 3.72% 5.67% 26.29%, 7.88% 9.93%: 13.249% 06/30/13
Global/International 1.19% 4.52%  16.10%  -2.16% - 1.56% 3.16%  06/30/13
MSCI AC WORL r:l EX US US 1.500% ; o i O 10,319 0.71% 0, ld:!-':u 3. 88% 0 K':;.-' 5(].-"1 3
Hedged Equity 0.25% 0.63% 7.64% - 08/31/13
SEP 500 COMPOSITE 3.97% 5.949% 24 .98%: o8/ !l..r'l 3

Liquid Real Assets 3.67% 4.94%  14.12% 4.05% 7.42% 6.62%  06/30/13

25% Commodity, 25% Real Estate, 25% MLPs, 25% Infrastructure 2.02% 3.83%  23.37%  -0.63% - 0.18% 1.51%  06/30/13
MLPs (Energy) 0.36% 5.12% — —  06/30/13
Alerian Energy MLP Total Returmn 0.40% 5.31% —  06/30/13
Infrastructure 5.01% 4.86%  14.50% 7.81% 9.64%  06/30/14
FTSE DEVELOPED CORE INFRASTRUCTURE $ 3.40% 5.34% 17.49% 3.62% 4.19%  06/30/14

i . H

1 Month ¥ID 1 Y¥ear 2 Year 3¥ear Inception Date Market Value % Weight
Domestic Equities 3.18% 4.76%  28.17% B.76%  10.00%  13.22% 06/30/2013 $172,698 8.95%
FRANK RUSSELL 3000 (FRC) 3.7 5.6 26.29% 7.8B8% 9.92% 13.24% 06/30/2013
Large-Cap ' 3.97% 5.79%  24.98% 9.33%  11.08%  13.51% 06/30/2013 489,261 4.63%
_F-FU\NK RUSSELL 1000 {F—H{_’? 3._85’":’6 5.96% 25.53% 7.9295 10.19%6 13.40%: 06/30/2013
ISHARES CORE S&P 500 ETF 3.97% 5.7%% 24.98% B.14% 10.54% 14.06%  06/21/2013 $89,261 4.63%
Mid-Cap 2.76% 5.20%  26.60% 5.94%, 8.20%  12.47% 06/30/2013 $41,395 2.15%
RUSSELL MIDCAP (EOD) 2.83% 5.31% 26.81% 6.09% 8.44% 12.60% 06/30/2013
ISHARES RUSSELL MID-CAP 2.76% 5.20% 26.69% 5.92% B.29%, 13.47% 06/21/2013 £41,395 2.15%
ETF
Small-Cap 1.93% 2.22%  36.32% 7.67% 7.00%  11.69% 06/30/2013 $42,041 2.18%
I-IR.»'\NK RUSSELL 2000 (FRC) 1.93% 2.33% 36.11% 7.58% 5.93% 11.52% 06/30/2013
ISHARES RUSSELL 2000 ETF 1.93% 2.22% 36.32% 7.65% 7.00% 12.46%  06/21/2013 £42,041 2.18%
Global/International 1.19% 4.52%  16.10%  -2.16%  -1.58% 3.16% 06/30/2013 $80,554 4.18%
MSCI AC WORLD EX US US 1._5‘?”!-% 5.19% Ig._31% -D_.?’l% -0, 1996 3.88% 06!30,{:’_01 3
Developed Markets 1.19% 4.52%  16.10%  -0.97%  -0.72% 4.75% 06/30/2013 $80,554 4.18%
MSCI EAFE U4 1.43% 4.37% 15.75%6 -0.091% -0,.62%: 4.44% 06/30/2013
ISHARES MSCI EAFE ETF 1.19% 4.52% 16.10% 0.97% 0.19% 5.47%  06/21/2013 $80,554 4.18%
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The
PrivateBank

Performance reporting is a staple deliverable in our industry I

Approach from firm to firm tends to be similar, but reporting and
complexity varies

Regulatory guidelines are in place but common sense should be the
key

In some cases, advisers can be their own worst enemy
Less is more
What goes out the door to clients could put the firm at risk

Adopting best practices, communicating to Advisers and executing
on them is critical
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The

PrivateBank

Appendix: Oversight
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Account Dispersion — Total Managed (Gross) The

PrivateBank
Total Managed (Gross) .|./_ = Total Managed (Gross) +/- Allocation Benchmark
- Allocation Benchmark
Allocation Benchmark (o Average

Max 11.40 4.27 a 0% 1
5th 16.06 3.31 g
25th 19.00 2.15 > 40% -
Median 10.79 1.41 =

i) i
75th 13.57 0.73 O 30%
95th 13.88 (0.41) 8 ,
Min 7.46 (1.59) a 20% 1
Mean 12.88 1.43 10% 1
Std. Dev 4,57
Count 732 0% ' ' ' ' ' '
Tail Loss 39 (2.0) (1.0) 0.0 1.0 Return 2.0 3.0 4.0 5.0

Total Managed (Gross) +/- Allocation Benchmark by Investment Objective

100%

80%

60%

40%
20% j

0%

Fixed Income Capital Conservative Balanced Growth Wealth Equity
Preservation Accumulation

H<-1% E-1%to0 O0tol% [O1lto2% H2to3% HE3tod%n MH>4%



Asset Class Dispersion - Equity

The
PrivateBank

Ex. 5% ~=Total Equity Returns (Ex. 5% Outliers) ~——MSCIACWI  -----Average
+/- Bmark Outliers +/- Bmark 0%
Max 37.09 14.12 26.71 3.74
5th 25.06 2.09 24.56 1.59 25%
25th 22.93 (0.03) 22.79 (0.18)
Median 20.63 (2.33) 20.65 (2.32) g
75th 19.47 (3.50) 19.55 (3.42) Elm
95th 18.50 (4.46) 18.67 (4.29) §
Min 0.52 (22.44) 17.95 (5.02) £
Mean 21.22 21.18 5%
Std. Dev 2.56 1.97
0% T T T T T
Count 710 675 120 150 180 20 20 270 300
Tail Loss 35 Retom
I —Dnrr::lli: Equity Returns (Ex. 5% Outliers) s I1t| Equity Returns (Ex. 5% Outliers)
= Russell 3000 e MISLC] BCWI Ex USA [Net]
Domestic Equity Portfolio Stats e Mgy Int'l Equity Portfolio Stats . Aversge
+/- Ex. 5% +/- o | +/- Ex. 5% +/- 2o |
All Bmark Outliers Bmark All Bmark Outliers  Bmark
o wk  1m mor om g™ o un o me 1 g™
25th 2480  (0.42) 2470 (052) 3 25th 2064  (1.11) 2051 (1.24) 3
Median ~ 23.66  (156) 2366  (156) 3 ] Median ~ 17.93  (3.82) 1793  (3.82) 3
75th 248  (2.74) 258  (264) ¢ 75th 17.29  (4.46) 1732 (4.43) E‘
95th 2005  (5.17) 21.03  (4.19) 1% 95th 1529  (6.46) 1624 (551 ]
Min 052 (24.70) 1825  (6.97) Min 9.88  (11.87) 1318 (857
5% 4 5% 4
Mean 23.54 23.60 Mean 19.13 18.92
Std. Dev 2.44 1.63 0% T - y y y Std. Dev 3.63 2.50 oA : ; - - !
120 150 180 210 4.0 270 30.0 120 150 180 210 240 270 300
Count 704 669 Return Count 684 649 Retumn
Tail Loss 35 Tail Loss 35



Asset Class Dispersion — Fixed Income The
PrivateBank

s Core I (Tax] Ex Outliers —— BCInterm. G/C =~ Average s (e FI (T/E) Ex Qutliers —— BC Muni S¥r Average
Core FI (Tax) Return Stats 1 1 Core FI (T/E) Return Stats %1
+/- Ex. 5% +/- 50N 1 +/- Ex. 5% +/- 50 1
All Bmark Outliers Bmark All Bmark Outliers Bmark
Max 10.96 8.10 5.93 3.08 4| Max 8.86 4.89 5.47 149 . |
5th 4.85 2.00 4.65 1.80 3§ 5th 4.54 0.56 4.08 0.10 'y
25th 3.46 0.60 3.45 0.60 ':;m 25th 3.42 (0.56) 3.40 (0.58) §
Median 3.27 0.42 3.27 042 3| Median 2.79 (1.19) 2.80 (1.18) gm'
75th 2.90 0.05 2.95 0.09 3 75th 2.08 (1.90) 2.13 (1.85) %
95th 1.75 (1.10) 2.28 (0.58)  20% - 95th 1.12 (2.86) 1.44 (2.54) 3 |
Min (4.99)  (7.84) 1.43 (1.43) Min (0.81)  (4.79) 0.95 (3.03)
Mean 3.27 3.28 o Mean 2.78 2.76 1
Std. Dev 1.17 0.70 i Std. Dev 1.12 0.90 :
Count 680 645 0% . . — . Count 208 197 0% : —_— | :
Tail Loss 35 020 e 0 ¥ i Loss 11 S
| e Hi ¥1d Ex Qutliers ———BCUSCorpHY == = Average s Int'|/EMD Ex Outliers —— Citigroup WGBI  ~ ~ — Average
High Yld Return Stats 9 ' ' ' Int'l FI/EMD Return Stats 6% 1
+/- Ex. 5% +/- l +/- Ex. 5% +/- 50% -
All Bmark Outliers Bmark All Bmark Outliers Bmark
Max 12.27 0.54 11.24  (049) 27 IMax 13.06 6.21 8.94 200 |
5th 11.08 (0.65) 11.06 (0.67) 3 5th 8.00 1.15 7.93 1.08 4
25th 10.38 (1.35) 10.38 (1.35) §2°‘*' 25th 7.90 1.05 7.90 1.05 §
Median 9.69 (2.04) 9.69 (2.04) 3 |Median 7.80 0.95 7.80 0.95 §3°"‘- 7
75th 9.20 (2.53) 9.22 (2.51) § 15% 1 75th 7.39 0.54 7.48 0.63 g
95th 5.53 (6.20) 6.74 (4.99) 95th 1.77 (5.08) 4.87 (1.98) | oy |
Min 3.49 (8.24) 5.28 (6.45) 10% 1 Min 0.71 (6.14) 0.86 (5.99)
Mean 9.48 9.56 5% 1 |[Mean 7.25 7.33 1061
Std. Dev 1.52 1.24 Std. Dev 1.76 1.34
Count 871 828 % ; . . Count 821 780 0% y “ ' -
Tail Loss 43 40 60 o 100 120 I13il Loss 41 0o 20 40 otun *° &0 100




. The
Disclosures PrivateBank

The PrivateBank and Trust Company (“the Bank”) is an lllinois chartered bank and a wholly- owned subsidiary of PrivateBancorp, Inc. Private
Wealth is a line of business within the Bank. Private Wealth includes Asset Management, Personal Advisory Services, and Financial Advisory.

Private Wealth provides investment and wealth management, fiduciary, escrow and custody services. Securities products and brokerage services offered
through Financial Advisory is available through LPL Financial, an independent broker dealer, registered with the Securities and Exchange Commission and a
member of FINRA.

This commentary is the opinion of the presenter, not of the Bank and is intended to be general information only. This commentary is not intended to provide
personal investment advice and it does not take into account the specific investment objectives, financial situation and needs of any specific person.
Investors should seek professional financial advice about the appropriateness of investing in any financial instrument and in any financial strategies
discussed in this commentary. The opinions expressed in this report should not be considered as forecasts and may change as conditions subsequent to the
date of this report may vary. Reliance on the information contained in this commentary is at the sole discretion of the reader. Any decision to purchase
securities must be made on the basis of public information and this report is not an offer or solicitation to buy or sell any securities. To the extent that this
commentary addresses ongoing legal proceedings or issues, it has not been prepared to provide any legal conclusion opinion or advice. The information
contained in this report may have been obtained from third parties and we do not guarantee its accuracy. PrivateBancorp, Inc., its affiliates and subsidiaries
and their respective employees, officers and directors does not accept any liability whatsoever for any direct, indirect, or consequential damages or losses
from any use of this report or its contents.

Investing in assets such as securities and mutual funds involves risks, including but not limited to loss of the principal amount invested. Investments are not
FDIC insured and there is no guarantee by the Bank, the government or any other entity on the investments. Past performance is not a guarantee of future
results and loss is possible regardless of the investment objective selected or whether investment discretion is exercised by us, retained by you or delegated
to another party. Diversification, asset allocation and rebalancing does not assure a profit or protect against loss. Investment performance can never be
predicted or guaranteed and portfolios will fluctuate due to market conditions and other factors. Market forces may cause particular sectors, industries or
securities to appreciate or depreciate dramatically. Any investment will pose unique or particular risks.

The client (or legal account owner) is responsible for all tax liability arising from any security transactions, as well as all other tax liabilities resulting from any
other transactions for the client’s account, and is encouraged to seek the advice of an accountant or attorney about any tax aspects relating to the
management of the client’s account. The Bank does not provide legal, tax or accounting advice. The information contained in this commentary is not
intended to be tax advice and should not be construed as such.

This commentary may address “Alternative Investments” including but not limited to hedge funds, private equity or other private placements. Alternative
Investments maybe speculative and illiquid investments suitable only for certain accounts and only for a limited portion of the risk segment of a portfolio.
Alternative Investments are not bank deposits; they are not backed or guaranteed by the Bank or any other entity; nor are they insured by, issued by,
guaranteed by or obligations of the FDIC, The Federal Reserve Board or any other government agency or bank. Investing in Alternative Investments may not
be suitable for all clients and such investments may be regarded as long term and iliquid. Most Alternative Investments are illiquid and will not be listed on
any exchange. Some Alternative Investments may use leverage and other speculative practices that increase the risk of investment loss. Alternative
Investment firms such as hedge funds or private equity firms may not be required to provide periodic pricing or valuation information for investors. Private
limited partnership alternative investments may not be subject to the same regulatory requirements as mutual funds or other more traditional investments.
Investors can expect fees and costs associated with Alternative Investments to be higher.
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