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If you've been following Morningstar's research for long, you know how important we think
expense ratios are to the fund selection equation. The expense ratio is the most proven predictor of
future fund returns. | find that it is a dependable predictor when we run the data. That's also what
academics, fund companies, and, of course, Jack Bogle, find when they run the data.

But it's been a couple of years since | provided the proof statement, so we have updated my data

to show just how strong and dependable fees are as a predictor of future success. That's not to say
investors should use them in isolation. There are many other things to consider, but investors should
make expense ratios their first or second screen.

How We Ran the Test

To begin any test of predictive power, we use historical data so that we are using the data that
investors would have had access to at the time. That includes funds that no longer exist. In fact,
that's a key part of the story because higher-cost funds are much more likely to fail and be merged
away. If you do not factor them in, you will see better performance from higher-cost funds than was
the reality, as those that survived naturally are more likely to have produced better performance
while so many failures have been culled.

We looked at a few different measures to test how expense ratios worked: total return over

the ensuing period, load-adjusted returns, standard deviation, investor returns, and subsequent
Morningstar Rating. In addition, we calculated a success ratio for all the above measures. The
success ratio is our way of factoring in mutual funds that were merged away or liquidated over

the ensuing time period. The other figures only include data on funds that survived the whole time
period. But the success ratio asks, “What percentage of funds survived and outper-formed their
category group?” Only funds that did both count toward the success ratio, as it is hard to argue that
funds that no longer exist or underperformed were successful.

For our tests, we began by grouping funds into quin-tiles within their peer group and then rolled that
up into an asset class. That means we ordered each Morningstar Category, such as large growth,
high-yield muni, and so on, into quintiles. Then we grouped all the cheapest-quintile funds in an
asset class, then the second-cheapest-quintile funds, and so on.

We also ran all of the above tests against a universe in which only one share class per fund was
included. Some readers of past studies wondered whether fees were as strong for selecting between
funds rather than among share classes of the same fund. So, to eliminate comparisons of multiple
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share classes of the same fund, we limited this test to the oldest share class of a fund. The first set
of tables include all share classes and the second set show just one share class per fund.

We looked at the five years ended December 2015, the four years ended 2015, and so on. You can
see the results for each time period in the data tables.

The Answer: Costs Really Are Good Predictors of Success
We've done this over many years and many fund types, and expense ratios consistently show
predictive power.

Using expense ratios to choose funds helped in every asset class and in every quintile from 2010

to 2015. For example, in U.S. equity funds, the cheapest quin-tile had a total-return success rate of
62% compared with 48% for the second-cheapest quintile, then 39% for the middle quintile, 30% for
the second-priciest quintile, and 20% for the priciest quintile. So, the cheaper the quintile, the better
your chances. All told, cheapest-quintile funds were 3 times as likely to succeed as the priciest
quintile. (If you're wondering why only one quintile had a success ratio above 50%, it's because many
funds did not survive the time period. If no funds were merged away, then the overall success rates
would average something close to 50%.) As it was, about 20% of the funds were merged away,
making 40% the average success ratio point.

The pattern was pretty similar in other asset classes. For example, international-equity funds had a
51% success ratio for the cheapest quintile compared with 21% for priciest. Balanced funds had a
54% success rate for the cheapest quintile compared with 24% for the priciest. Taxable-bond funds
were even more striking, as the cheapest quintile delivered a 59% success rate versus just 17% for
the priciest quintile. Muni bonds had a similar pattern, with a 56% success rate for the cheapest
quintile and 16% for the priciest. The predictive power also holds up in the ather areas we tested. It
points investors to a better outcome for investor returns and for load-adjusted returns. That makes
some sense, as both are fairly closely tied to total returns.

It was a much weaker predictor of standard deviation, though that’s not a big surprise, as fees and
volatility are not very closely linked. For U.S. equity funds and sector funds, standard deviation was
a hair lower for lower-cost funds. There wasn't much pattern for the other asset classes. Funds with
high costs, especially in bonds, do tend to take greater risk in order to produce a competitive yield.
However, that generally means taking on more credit risk, and credit risk damps standard deviation
except when it blows up.

So, what if we limit our fee test to just one share class per fund? It actually shows stronger

predictive power. For example, the success rate of returns in U.S. equity funds rose to 64% with just
one share class versus 62% with all of them, and the priciest quintile falls to 15% versus 20% for all
share classes. This was true in most asset classes except for international equity, where the success
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rates became more compressed. More important than the slight improvement in results is the larger
point that this clearly helps you choose among funds and that the share-class criticism of fee studies

does not hold up. Il

Exhibit1 Low Costs Are the Path to Success—Subsequent Total Return Success Ratio
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Source: Morningstar. Data as of 12-31-2015.
From 2010 to 2015, cheapest-quintile
funds produced better success ratios
than second-cheapest and so on, showing
just how important costs are to the
investing equation.
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Appendix 1 Performance Statistics and Morningstar Star Ratings by Expense Quintile for All Share Classes

5-Year Average—AIll Share Classes
(1/1/2011 to0 12/31/2015)

Expense Ratio Quintile as of 12/31/2010
Average Expense Ratio as of 12/31/2010
# Funds 5-Year Return Statistics

Total Return (Annualized)

Percent Rank in Category

Batting Average

Success Ratio

Load-Adj Return (Annualized)

Percent Rank in Category

Batting Average

Success Ratio

Investor Return (Annualized)

Percent Rank in Category

Batting Average

Success Ratio

Standard Deviation

Percent Rank in Category

Batting Average

Success Ratio

3-Year Star Rating 1/1/2011 to 12/31/2013
5-Year Star Rating 1/1/2011 to 12/31/2015

Expense Ratio Quintile as of 12/31/2010
Average Expense Ratio as of 12/31/2010
# Funds 5-Year Return Statistics

Total Return (Annualized)

Percent Rank in Category

Batting Average

Success Ratio

Load-Adj Return (Annualized)

Percent Rank in Category

Batting Average

Success Ratio

Investor Return (Annualized)

Percent Rank in Category

Batting Average

Success Ratio

Standard Deviation

Percent Rank in Category

Batting Average

Success Ratio

3-Year Star Rating 1/1/2011 to 12/31/2013
5-Year Star Rating 1/1/2011 to 12/31/2015

US Equity

Sector Equity

International Equity

B B BE B E

E B BE B B

B B BE B E

065 101 126 159 220 085 122 149 190 242 077 120 146 181 239
1213 1152 1065 1042 881 225 212 191 209 156 540 512 459 445 382
1091 1034 993 953 888 722 649 624 58 3.86 315 334 297 250 207
36 45 51 57 65 36 45 48 58 66 45 45 48 55 63
7568 61.46 52.68 4127 31.90 7467 58.02 59.16 4115 28.21 60.56 61.33 5294 4337 3272
61.82 4787 3926 29.63 20.44 65.12 50.20 4538 34.13 1913 50.54 49.92 3869 3128 2094
10.87 1019 946 925 877 717 616 566 562 3.72 308 318 255 215 189
35 46 56 59 64 35 47 54 57 64 44 45 52 57 63
76.26 6052 4338 39.12 3167 7556 55.66 4740 4211 29.49 61.37 60.55 4902 3978 3411
62.29 4726 3233 28.12 20.29 65.89 48.16 36.55 34.92 20.00 51.31 4928 3583 2869 21.94
978 887 842 804 7.16 563 423 391 372 242 170 172 153 128 065
39 48 51 55 60 4 52 48 56 56 43 48 49 51 58
7547 63.89 56.18 4831 34.32 73.81 56.48 57.83 4550 42.36 64.24 61.88 59.47 5325 38.10
53.87 4151 3338 2957 1862 60.08 44.49 3855 3413 26.52 4915 4388 3599 3323 2144
1347 1362 1372 1364 13.90 16.40 16.66 16.66 16.78 17.09 15.03 1477 1490 1493 1491
45 49 51 51 55 46 51 50 52 49 50 48 50 49 51
60.18 52.08 46.85 4856 43.13 60.44 50.00 53.93 48.33 50.00 46.67 4961 46.62 46.52 46.86
49.16 4057 3492 3487 2764 5271 4327 4137 40.08 3391 38.95 4038 34.08 3355 29.98
343 306 273 270 251 339 297 266 266 254 319 305 282 270 254
352 312 278 269 248 337 295 273 256 241 318 310 287 274 254
Balanced Taxable Bond Municipal Bond

E B B B EH E B B 8 H E B B B EH
022 052 082 112 164 048 073 094 129 177 050 071 093 134 1863
637 572 560 531 469 628 586 576 531 470 328 306 266 276 213
599 572 55 520 473 314 290 279 248 200 496 492 464 446 404
4 45 48 58 62 38 43 49 59 Al 42 42 54 60 Al
64.68 60.14 56.43 41.05 35.18 6752 64.16 52.95 36.16 23.40 63.11 61.11 4098 3732 24.41
5421 4964 4444 3075 2444 59.30 54.18 4351 2866 16.62 55.95 5238 3234 2830 16.35
583 542 529 492 457 312279 242 228 189 487 448 409 430 394
42 49 51 60 61 36 44 57 60 69 37 49 62 54 64
64.99 5437 5339 3861 36.89 7150 62.97 4184 3540 2362 69.82 4771 3233 4130 26.76
5447 4488 4205 2891 2563 62.80 53.17 3438 28.06 16.77 61.89 40.90 2552 3132 17.92
498 497 462 450 393 174 164 171 142 149 323 328 316 324 3.0
46 46 49 52 55 46 48 48 53 53 47 47 48 49 51
64.21 63.34 5895 4990 4545 59.01 57.77 56.63 47.42 4292 50.16 53.97 46.05 4538 41.21
4697 4488 4121 3371 2889 4853 4395 3837 3299 2795 4216 3810 2938 31.04 2579
848 854 867 851 846 369 375 378 391 385 353 371 362 38 373
50 50 52 50 48 48 49 49 52 50 44 49 49 52 53
4992 4878 4518 50.09 52.45 56.69 55.80 56.42 49.72 53.19 67.99 60.78 65.04 5290 53.52
4184 4026 3558 3752 36.44 4979 4712 46.36 39.40 37.76 60.27 5210 51.34 40.11 35.85
324 294 287 256 246 344 315 265 260 224 361 295 236 241 207
323 300 293 261 250 345 314 266 255 219 348 304 260 255 216
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Appendix 1 Performance Statistics and Morningstar Star Ratings by Expense Quintile for All Share Classes (Continued)

4-Year Average—AIIl Share Classes
(1/1/2011 to0 12/31/2015)

Expense Ratio Quintile as of 12/31/2011
Average Expense Ratio as of 12/31/2011
# Funds 4-Year Return Statistics

Total Return (Annualized)
Percent Rank in Category
Batting Average

Success Ratio

Load-Adj Return (Annualized)
Percent Rank in Category
Batting Average

Success Ratio

Standard Deviation

Percent Rank in Category
Batting Average

Success Ratio

3-Year Star Rating 1/1/2012 to 12/31/2014

Expense Ratio Quintile as of 12/31/2011
Average Expense Ratio as of 12/31/2011
# Funds 4-Year Return Statistics

Total Return (Annualized)
Percent Rank in Category
Batting Average

Success Ratio

Load-Adj Return (Annualized)

Percent Rank in Category

Batting Average

Success Ratio

Standard Deviation

Percent Rank in Category

Batting Average

Success Ratio

3-Year Star Rating 1/1/2012 to 12/31/2014

US Equity

Sector Equity

International Equity

B B BE B E

E B BE B B

B B BE B E

063 098 123 154 217 082 119 146 183 234 076 117 143 176 234
1276 1206 1160 1106 955 235 217 215 216 177 612 541 514 507 438
1416 1372 1320 1277 1218 948 853 934 890 703 714 760 732 667 653
38 45 51 57 63 41 44 48 56 63 47 46 49 52 59
7594 63.76 53.88 4548 3571 66.38 59.45 5349 4167 3277 53.59 56.01 5156 46.55 40.41
64.69 5264 4209 3474 72453 60.23 51.81 4582 37.19 2447 4652 45279 3874 3570 2757
1412 1355 1261 1239 12.00 941 816 862 846 685 705 739 683 616 6.35
35 44 55 58 62 38 45 54 56 59 45 45 51 54 57
7182 6352 46.29 4349 36.75 72.34 56.68 4372 4120 36.16 55.72 57.86 49.03 4353 41.55
66.29 5243 36.16 3322 2525 65.64 4940 3745 36.78 27.00 4837 4679 36.84 3343 28.35
11.57 1161 1143 1153 11.36 1452 1496 1434 1473 1422 13.06 1263 1248 1260 1230
47 51 50 51 52 50 53 50 51 50 56 51 50 50 48
3456 3281 3506 3428 3283 42.08 3508 4263 36.78 40.08 2962 3389 33.28 3495 37.66
3451 3272 3502 3419 3281 42.08 3494 4263 36.78 40.08 29.08 3363 33.04 3495 3754
346 318 277 275 2863 324 298 270 258 254 313 308 282 272 265
Balanced Taxable Bond Municipal Bond

E B B B EH E B B 8 H E B B B EH
022 051 081 110 162 048 072 093 126 176 049 069 083 130 161
679 634 643 595 508 697 658 655 608 538 341 319 286 296 229
771 753 729 687 634 261 241 228 198 160 385 370 364 325 296
42 44 48 56 60 41 44 47 57 67 39 43 51 59 71
68.63 6577 61.90 51.43 4350 6298 59.73 5573 3849 2565 62.46 5956 4545 38.18 2183
58.69 56.20 51.62 4080 31.04 57.31 5233 4847 3179 1949 56.50 52.78 39.16 30.05 15.67
755 714 692 650 6.2 260 227 184 172 1.4 377 320 296 297 277
41 47 49 57 58 37 43 53 58 65 32 48 59 55 63
7172 61.04 5941 5025 4449 7145 62.61 4931 4046 26.77 7449 5204 3741 4155 27.07
61.34 5216 4955 3987 3174 65.01 5486 4290 3342 2034 67.37 4611 3223 3271 1944
747 773 771 766 794 39 420 435 454 484 387 410 446 483 513
48 51 49 49 51 46 46 48 50 53 42 46 48 52 53
60.96 57.01 5811 59.28 57.24 8222 80.27 78.09 7592 6992 85.64 79.17 8042 7181 69.28
60.96 57.01 5811 59.20 57.16 8211 80.16 78.09 75.82 69.92 85.41 79.17 8042 7181 69.28
329 304 295 272 259 332 317 272 268 239 358 303 254 250 215
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Appendix 1 Performance Statistics and Morningstar Star Ratings by Expense Quintile for All Share Classes (Continued)

3-Year Average—AIIl Share Classes
(1/1/2013 t0 12/31/2015)

Expense Ratio Quintile as of 12/31/2012
Average Expense Ratio as of 12/31/2012
# Funds 3-Year Return Statistics

Total Return (Annualized)
Percent Rank in Category
Batting Average

Success Ratio

Load-Adj Return (Annualized)
Percent Rank in Category
Batting Average

Success Ratio

Standard Deviation

Percent Rank in Category
Batting Average

Success Ratio

3-Year Star Rating 1/1/2013 to 12/31/2015

Expense Ratio Quintile as of 12/31/2012
Average Expense Ratio as of 12/31/2012
# Funds 3-Year Return Statistics

Total Return (Annualized)
Percent Rank in Category
Batting Average

Success Ratio

Load-Adj Return (Annualized)
Percent Rank in Category
Batting Average

Success Ratio

Standard Deviation

Percent Rank in Category

Batting Average

Success Ratio

3-Year Star Rating 1/1/2013 to 12/31/2015

US Equity

Sector Equity

International Equity

B B BE B E

E B BE B B

B B BE B E

062 097 120 151 214 080 117 143 180 234 074 117 140 173 233
1363 1289 1232 1193 1051 245 226 223 228 198 638 614 566 574 506
1353 13.05 1256 1219 1154 745 643 636 670 505 379 396 380 343 312
39 45 51 56 62 42 45 48 56 63 48 47 48 52 56
7550 63.38 55.60 47.44 37.77 65.71 60.62 57.85 49.12 35.86 56.43 56.03 51.24 46.69 4447
67.88 5517 4698 39.12 28.85 61.69 53.73 52.23 4498 30.21 4945 4845 4137 3834 3353
1347 1284 1182 1165 1127 737 598 540 610 478 368 375 314 284 284
37 45 56 58 61 40 47 54 57 60 46 46 52 56 56
76.54 62.85 46.67 43.47 38.63 67.76 57.96 43.95 46.05 38.38 56.74 5798 46.11 41.81 43.08
68.87 54.83 3944 3587 2951 63.60 51.37 39.68 42.17 32.34 49.73 50.14 37.23 3433 3249
1171 1169 1160 11.70 11.53 1465 1469 1500 15.02 14.61 1219 1199 1194 11.87 11.83
48 51 52 52 53 51 53 52 53 51 55 52 51 50 50
31.44 3110 3297 3269 31.30 4215 3898 4170 3896 40.00 3218 3536 3396 3433 33.28
3140 3099 3292 3262 31.25 4215 3882 4170 3896 40.00 32.01 3521 33.67 3433 3323
348 321 277 271 260 320 301 271 252 254 305 307 290 277 275
Balanced Taxable Bond Municipal Bond

E BE B B B B BE B B BE E BE B B B
021 051 079 110 164 049 073 093 123 175 049 067 087 128 160
752 736 696 696 566 780 704 710 686 616 346 317 309 293 254
6.02 565 563 501 464 069 050 023 009 -045 271 244 251 208 161
4 47 48 56 58 38 44 49 58 70 37 44 47 60 77
70.08 61.55 60.92 50.86 45.05 70.77 59.09 51.27 38.05 24.35 70.81 6246 56.96 38.91 14.17
61.71 5445 51.02 42.04 33.60 65.79 53.27 4533 33.00 19.79 66.94 58.24 5146 3276 11.36
582 516 519 451 4727 067 031 -034 -026 -0.72 261 182 161 165 132
4 51 51 58 58 35 44 58 60 68 30 51 61 58 67
72.74 5639 57.18 47.70 45.76 7810 63.35 40.14 36.73 25.00 81.21 5079 31.72 39.93 23.62
64.05 49.88 47.89 3943 34.12 7271 5711 3549 31.86 20.32 76.78 47.35 28.65 33.62 18.93
728 744 769 760 784 399 406 435 423 460 368 382 423 446 470
47 48 52 50 53 47 47 48 49 52 42 46 47 51 51
63.00 61.54 57.04 59.33 56.60 80.67 7936 77.81 77.34 11.77 87.16 8235 81.58 76.15 72.56
63.00 61.54 57.04 5926 56.52 80.57 7926 7771 77.24 1177 87.16 8235 8158 76.15 72.56
330 293 290 263 263 345 313 255 245 214 371 298 254 244 198
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Appendix 2 Performance Statistics and Morningstar Star Ratings by Expense Quintile for Oldest Share Class

5-Year Average—OIdest Share Class
(1/1/2011 to 12/31/2015)

Expense Ratio Quintile as of 12/31/2010
Average Expense Ratio as of 12/31/2010
# Funds 5-Year Return Statistics

Total Return (Annualized)

Percent Rank in Category

Batting Average

Success Ratio

Load-Adj Return (Annualized)
Percent Rank in Category
Batting Average

Success Ratio

Investor Return (Annualized)

Percent Rank in Category

Batting Average

Success Ratio

Standard Deviation

Percent Rank in Category

Batting Average

Success Ratio

3-Year Star Rating 1/1/2011 to 12/31/2013
5-Year Star Rating 1/1/2011 to 12/31/2015

Expense Ratio Quintile as of 12/31/2010
Average Expense Ratio as of 12/31/2010
# Funds 5-Year Return Statistics

Total Return (Annualized)
Percent Rank in Category
Batting Average

Success Ratio

Load-Adj Return (Annualized)
Percent Rank in Category
Batting Average

Success Ratio

Investor Return (Annualized)

Percent Rank in Category

Batting Average

Success Ratio

Standard Deviation

Percent Rank in Category

Batting Average

Success Ratio

3-Year Star Rating 1/1/2011 to 12/31/2013
5-Year Star Rating 1/1/2011 to 12/31/2015

US Equity

Sector Equity

International Equity

B B B B E

E B B B B

B B B B E

061 101 127 154 269 081 124 147 180 257 074 121 148 176 255
500 447 512 3N 91 m 90 79 47 17 222 198 193 118 29
11.05 1028 962 918 7.7 875 774 500 384 496 259 309 331 213 173
34 46 54 60 72 34 45 49 52 74 49 44 47 53 66
7700 59.96 4746 36.66 21.98 79.28 5444 5823 5745 1176 5405 59.09 5492 49.15 34.48
63.95 49.72 3733 2843 16.13 7213 50.00 47.42 42.86 10.53 4598 4958 4362 3333 2564
11.01 1009 899 858 745 869 726 424 332 443 247 284 265 136 146
34 47 61 66 73 33 49 58 56 79 49 46 55 61 67
76.60 57.94 3457 3151 23.08 81.08 54.44 43.04 4894 11.76 5405 58.08 46.63 3475 3448
63.62 48.05 27.19 2444 16.94 73.77 50.00 35.05 36.51 10.53 4598 48.73 37.04 2356 2564
1022 922 840 791 673 735 554 310 162 344 155 149 183 085 042
3488 4478 51.78 55.83 61.58 36.06 48.40 43.59 48.64 63.44 4332 48.82 4821 4936 58.74
81.00 68.42 5558 4435 32.00 82.24 6049 61.19 5278 33.33 64.22 62.94 58.00 52.75 36.00
59.47 4824 3441 2743 1935 7213 50.00 4227 3016 26.32 50.19 4534 3580 2759 23.08
1346 1368 1380 13.82 14.07 15.83 1651 1692 1768 15.97 1523 1503 1481 1501 15.17
45 48 51 53 54 47 49 49 53 48 53 52 50 49 52
53.80 5145 47.66 4566 43.96 57.66 5556 53.16 4468 41.18 38.74 4545 46.11 4831 51.72
49.67 42.67 3748 3541 32.26 5246 51.02 4330 33.33 36.84 3295 38.14 36.63 3276 38.46
350 305 253 252 232 334 281 254 271 206 307 297 273 231 222
357 309 261 244 217 338 284 267 255 182 297 304 280 25 239
Balanced Taxable Bond Municipal Bond
E BE B B B B BE B B B E BE B B B
020 052 085 113 171 045 072 094 121 178 049 073 087 121 164
265 178 164 123 59 273 236 239 110 39 143 176 131 46 8
586 6.08 569 523 4.05 304 280 28 231 267 461 491 486 416 294
45 42 45 55 67 39 47 47 55 59 46 43 48 50 75
58.49 61.24 5854 4228 2542 67.03 56.78 55.65 4545 46.15 57.34 60.80 50.38 45.65 25.00
52.72 4910 4486 3421 19.23 60.00 48.20 46.83 3759 37.50 5223 5323 4177 3818 2222
558 542 502 453 358 301 263 232 182 24 444 438 415 379 281
49 54 56 64 n 38 49 60 65 62 43 53 61 52 74
57.36 4438 4634 3252 20.34 7143 5297 36.82 31.82 3846 59.44 4261 3282 4565 25.00
51.70 3559 3551 2632 1538 63.93 4496 3099 2632 31.25 5414 3731 2722 3818 2222
524 560 477 445 329 202 189 169 142 205 327 338 33 325 243
41.78 38.73 47.97 50.60 56.46 39.31 4228 4477 4889 4041 4355 4331 4624 3559 59.33
7025 7279 62.86 51.75 36.54 68.90 66.51 59.67 50.56 47.22 59.26 63.70 59.80 60.00 28.57
57.82 4820 41.12 3882 2436 57.38 50.00 38.03 33.83 35.42 50.96 46.27 38.61 4364 2222
824 829 865 882 882 355 361 386 415 348 327 374 372 357 282
45 52 50 56 47 47 45 49 56 47 40 48 53 57 40
55.09 4944 46.95 3821 52.54 59.34 5975 56.07 43.64 58.97 7552 60.80 59.54 43.48 75.00
4966 39.64 3598 3092 39.74 53.11 5072 4718 36.09 47.92 68.79 53.23 4937 36.36 66.67
297 266 260 234 199 334 304 251 211 241 334 283 234 223 163
301 283 276 240 215 340 292 257 231 254 322 298 263 253 188
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Appendix 2 Performance Statistics and Morningstar Star Ratings by Expense Quintile for Oldest Share Class (Continued)

4-Year Average—Oldest Share Class
(1/1/2012 t0 12/31/2015)

Expense Ratio Quintile as of 12/31/2011
Average Expense Ratio as of 12/31/2011
# Funds 4-Year Return Statistics

Total Return (Annualized)

Percent Rank in Category

Batting Average

Success Ratio

Load-Adj Return (Annualized)

Percent Rank in Category

Batting Average

Success Ratio

Standard Deviation

Percent Rank in Category

Batting Average

Success Ratio

3-Year Star Rating 1/1/2012 to 12/31/2014

Expense Ratio Quintile as of 12/31/2011
Average Expense Ratio as of 12/31/2011
# Funds 4-Year Return Statistics

Total Return (Annualized)

Percent Rank in Category

Batting Average

Success Ratio

Load-Adj Return (Annualized)

Percent Rank in Category

Batting Average

Success Ratio

Standard Deviation

Percent Rank in Category

Batting Average

Success Ratio

3-Year Star Rating 1/1/2012 to 12/31/2014

US Equity

Sector Equity

International Equity

B B B B E

E B B B B

B B B B E

059 099 124 150 278 078 121 144 174 258 073 117 147 171 249
512 459 537 348 99 114 90 82 55 13 244 199 219 149 33
1431 1355 1289 1212 10.97 1140 1006 843 753 7.62 664 764 756 644 652
36 47 54 62 69 37 45 52 44 76 49 45 48 51 61
7930 60.13 4860 37.07 29.29 71.93 56.67 52.44 60.00 15.38 4959 56.78 51.14 47.65 42.42
68.47 51.98 40.15 2879 2320 67.21 5050 4574 5156 11.76 4400 47.88 4043 3447 3590
1424 1330 1209 11.41 10.63 1131 945 753 672 696 650 729 675 542 6.17
34 47 61 67 69 35 50 60 51 78 47 45 54 59 61
7943 5969 36.69 31.32 31.31 78.07 4889 31.71 4727 769 50.00 58.29 4566 36.24 4242
68.63 51.60 30.31 2433 2480 7295 4356 2766 4063 588 4436 49.15 36.10 26.21 3590
1147 1172 1152 1166 11.65 1411 1488 1422 1477 1452 1314 1256 1267 1264 1234
47 52 51 53 51 51 52 47 52 54 58 53 49 50 44
3356 3333 36.52 3371 36.00 4180 3500 46.81 32.81 3529 26.64 3051 36.00 3495 5128
3356 3333 3646 3371 36.00 4180 3465 46.81 32.81 3529 26.55 3051 3574 3495 5128
352 309 258 241 223 337 285 240 265 1.86 305 296 264 249 252
Balanced Taxable Bond Municipal Bond
B B B 8 B B B B B B B B B 8 B
021 050 087 112 173 044 073 093 116 172 048 070 08 113 158
263 214 191 143 59 281 263 274 119 51 140 176 138 58 9
754 767 741 667 587 240 237 225 198 216 353 362 379 309 233
46 45 44 56 66 42 48 45 55 57 43 46 46 47 Al
6350 61.21 6492 5385 33.90 61.57 5551 6022 4370 4118 55.71 5511 5217 5172 2222
57.99 51.78 54.15 4556 24.10 56.54 48.67 53.23 35.86 35.00 53.06 4949 4586 4478 18.18
724 688 652 583 526 237 214 161 133 181 335 297 293 248 200
46 55 55 63 66 38 49 57 65 58 38 55 61 56 70
65.02 4720 4921 3846 33.90 7046 53.99 4526 3361 37.25 66.43 42.05 3551 4138 2222
59.38 39.92 41.05 3254 24.10 6471 4733 4000 2759 3167 63.27 3776 3121 3582 18.18
730 749 739 763 836 375 425 424 483 356 332 410 443 435 326
45 50 45 52 52 44 44 48 52 48 36 45 50 57 39
65.63 58.10 64.19 52.98 5122 83.33 81.33 7935 6897 76.67 91.84 8061 8217 7164 81.82
65.63 58.10 64.19 52.66 50.60 83.33 81.33 7935 6897 76.67 91.84 80.61 8217 71.64 81.82
306 272 271 240 220 321 299 258 231 262 329 284 250 227 178
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Appendix 2 Performance Statistics and Morningstar Star Ratings by Expense Quintile for Oldest Share Class (Continued)

3-Year Average—Oldest Share Class
(1/1/2013 to 12/31/2015)

Expense Ratio Quintile as of 12/31/2012
Average Expense Ratio as of 12/31/2012
# Funds 3-Year Return Statistics

Total Return (Annualized)

Percent Rank in Category

Batting Average

Success Ratio

Load-Adj Return (Annualized)

Percent Rank in Category

Batting Average

Success Ratio

Standard Deviation

Percent Rank in Category

Batting Average

Success Ratio

3-Year Star Rating 1/1/2013 to 12/31/2015

Expense Ratio Quintile as of 12/31/2012
Average Expense Ratio as of 12/31/2012
# Funds 3-Year Return Statistics

Total Return (Annualized)

Percent Rank in Category

Batting Average

Success Ratio

Load-Adj Return (Annualized)

Percent Rank in Category

Batting Average

Success Ratio

Standard Deviation

Percent Rank in Category

Batting Average

Success Ratio

3-Year Star Rating 1/1/2013 to 12/31/2015

US Equity

Sector Equity

International Equity

B B B B E

E B B B B

B B B B E

057 098 122 148 236 077 119 142 173 255 071 117 143 168 242
520 484 554 395 110 119 91 93 51 16 250 204 247 171 40
1364 1302 1226 1159 1017 963 803 550 540 435 289 412 406 362 359
37 46 53 60 67 37 46 48 51 69 51 47 47 50 50
79.04 6157 51.99 4152 3091 7311 5934 5484 5490 25.00 5120 5833 53.04 50.28 52.50
7185 5498 4579 3497 26.15 70.16 5243 52.04 4912 2222 4588 51.97 4441 4083 42.00
1354 1271 1120 1061 957 950 737 424 438 358 271 377 296 236 307
35 46 62 67 70 36 50 58 58 Al 50 47 55 61 51
7788 6012 37.36 2962 27.27 7395 53.85 36.56 43.14 25.00 48380 56.86 41.70 34.46 50.00
70.80 53.69 3291 2495 23.08 7097 4757 3469 3860 2222 4373 5066 34.92 27.98 40.00
1170 1180 1167 11.77 12.05 1408 1460 1532 1528 1473 1232 1188 1206 12.00 11.45
49 52 52 54 58 52 52 52 55 47 58 52 51 51 41
29.02 3118 34.08 3220 27.13 4194 3922 4388 3509 3889 26.62 36.24 36.39 33.94 48.00
29.02 3118 34.02 3220 26.92 4194 3883 43.88 35.09 3889 26.52 36.24 36.27 33.94 48.00
351 312 258 237 219 330 283 260 254 213 291 298 282 261 294
Balanced Taxable Bond Municipal Bond

B B B 8 B B B B B B B B B 8 B
020 051 083 114 173 045 072 094 115 175 046 069 08 113 166
272 249 195 176 79 295 268 303 148 53 130 179 153 61 9
593 576 580 486 433 072 067 013 -004 054 257 242 261 212 112
45 48 44 52 60 38 45 48 56 58 37 45 43 49 82
65.81 56.22 65.13 53.41 3924 71.86 56.72 5446 4595 39.62 7154 60.89 6536 57.38 11.11
60.68 50.00 53.81 4563 31.96 67.73 51.01 4940 40.00 3559 69.92 5829 5848 50.00 10.00
553 477 471 370 338 067 036 -069 -0.8 -0.08 235 161 149 117 072
47 59 57 63 65 35 48 62 69 66 33 56 64 64 82
6213 4297 4718 3920 34.18 80.00 55.97 3531 2365 30.19 76.15 40.78 26.80 29.51 —
57.29 3821 3898 3350 27.84 7540 5034 3204 2059 27.12 7444 39.04 2398 2571 —
713 725 737 760 801 369 403 431 426 338 318 379 444 422 297
45 46 49 53 52 44 44 43 49 47 36 45 49 56 34
67.80 62.86 61.02 54.63 52.08 83.39 80.87 77.25 7456 81.36 93.23 8556 79.53 70.00 90.00
6780 62.86 61.02 54.37 5155 83.39 80.87 77.25 7412 81.36 93.23 8556 79.53 70.00 90.00
309 263 267 245 232 339 297 244 206 233 342 283 243 226 1863
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