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" Past performance is often the first thing a mutual

fund will reveal about itself.

“Investors and advisors consider past performance
and related metrics to be important factors in fund

selection.”

Aye Soe, Director of Global Research & Design for S&P Dow Jones Indices.
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Performance

Return Ability

Sharpe (1966), Jensen (1968), Treynor&Mazuay
Malkiel (1995), Fama&French (1966),
Grinblatt&Keloharju (1993), Henriksson&Merton
(@Z40]0]0) Carhart (1997), (1981),

Wermers (2000), Henriksson (1984),

Kosowski (2006), Grahamé&Harvey

Cuthbertson,et al. (1996)

(2008),

Lonkani et al.

(2013)
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Evidence for Persistence of Performance

Empirical Paper Methodology

Sharpe (1966) Spearman rank correlation Yes
Jensen (1968) Jensen’s alpha No
Grinblatt&Titman (1989,1992) Jensen’s alpha Yes
Goetzmané&lbbotson (1994) Nonparametric contingency table  Yes
Brown&Goetzman (1995) Nonparametric contingency table Yes
Carhart (1997) 4-factor model momentum Yes
Bollen&Busse (2005) 4-factor model momentum No
Bauer, et al. (2006) Jensen’s alpha Yes No
Giamouridis&Sakellariou (2008) Nonparametric Yes
Mamasky, et al. (2007) Time-varying parametric model No

& Kalman filter
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2546-2547 -0.2363**

2547-2548 0.2959***

2548-2549 0.5695***

2549-2550 0.1337

2550-2551 -0.0386

2551-2552 -0.2364**

2552-2553 0.3261***

2553-2554 -0.1104

2554-2555 0.6195***
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Exhibit 1: Performance Persistence Over Three Consecutive 12-Month Periods

All Domestic Funds 687 18.78 3.78
Large-Cap Funds 263.00 15.97 1.90
Mid-Cap Funds 95.00 9.47 3.16
Small-Cap Funds 146.00 23.97 4.1
Multi-Cap Funds 183.00 23.50 6.56
L R NI I TSy ey sy ey | (s s—] |- DS |
All Domestic Funds 1,372 41.55 18.66
Large-Cap Funds 525 37.52 14.10
Mid-Cap Funds 190 37.37 16.32
Small-Cap Funds 292 51.03 25.00
Multi-Cap Funds 365 41.92 21.37

Source: S&P Dow JonesIndicesLLC. Data as of March. 31, 2014. Charsand graphsare provided for illusirative purposes. Past
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szine
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0.052 0.200 * -0.174 * 0.210 *
0.449 * 0.156 0.300 -0.374
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