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“Flexibility is the key to stability.” - John Wooden

The Sterling Capital Special Opportunities strategy is designed to be a “core” or “all-seasons” portfolio, with a primary goal of
generating long-term capital appreciation. Noting that our industry often classifies investments with either a “growth” or
“value” label, we instead argue that value without growth represents a wasting asset, and growth without regard to the price is
merely speculation. We strongly believe in building a well-diversified portfolio with constituents that boasts both growth and
value characteristics. We seek above average growth of capital, but endeavor to mitigate downside risks by using time tested
valuation tools and profitability (“quality”) parameters.

Academic literature and our own experience have demonstrated that the so-called growth and value styles, as well as small- and
large-capitalization companies, move into and out of investment favor, much as our underlying economy moves through
various phases of expansion and retrenchment. Sustained periods of out- or under-performance can lead to unproductive
investor outcomes via switching. By blending the characteristics, we hope to offer our clients a more consistent return profile,
while also allowing us the flexibility to take advantage of occasional perceived extremes in sentiment.

Consistent with our endeavor to generate above-average returns with below-average risk, when compared to the overall equity
market, we must “dare to be different” from our benchmark. In industry parlance, our portfolio demonstrates high “active
share,” meaning our philosophy offers the statistical opportunity to outperform popular averages. By constructing portfolios
with 30-35 carefully selected securities, we believe we can achieve 95% of the diversification of a 500-stock portfolio –
importantly while eliminating expensive, poorly-financed, or strategically vulnerable companies from our holdings.

Performance

The Special Opportunities portfolio returned 8.3% (before fees) and 8.0% (after fees) during the fourth quarter of 2019 versus the
Russell 3000 index’s return of 9.1%. For full-year 2019, the Special Opportunities strategy returned 27.2% (before fees) and 25.8%
(after fees) compared to the Russell 3000 index’s return of 31.0%.

Winners & Losers

Eleven stocks enjoyed double-digit percentage gains in the quarter, while none fell more than 10%. The largest intra-quarter
movers were:

United Health (+36%) was the biggest gainer, helped in-part by improving sentiment around “Medicare for All” proposals
offered by Democratic presidential candidates that it increasingly appears may expand the market for private health insurers
versus contract it. In addition, in mid-December, Congress voted to permanently remove the “Health Insurance Fee” (HIF) – a
tax levied against health insurers as a funding mechanism for the Affordable Care Act. In our view, removing the tax should
help 2020 health insurer earnings, including United.

Bristol Myers (+28%) was helped, in our view, by the closure of the Celgene merger and the sale of the combined company’s
Otezla drug to Amgen for more than $13 billion in late November. Recall that in addition to perceived strategic benefits, the
merger of the two companies is expected to generate at least $2.5 billion in synergies by 2022 on an annual revenue base expected
to be around $42.3 billion, according to Morgan Stanley. In addition, Bristol shared positive data with regard to a next-generation
blood cancer treatment in development at the annual American Society of Hematology conference held in early December.

Discovery (+24%) benefitted from a strong third quarter earnings result and future outlook, as the company overcame cable
subscriber and ratings headwinds in the United States with stronger-than-expected international revenue and overall margin
strength. In addition, the company reached the low end of its financial leverage targets at just over 3.0x net debt to adjusted
OIBDA and therefore initiated a sizable $1.0 billion buyback. We note increasing optimism over the 2020 outlook given the
Tokyo Olympics, as well as over the possibility of the company leveraging its content directly to the consumer.

HCA’s (+23%) initial 2020 outlook positively surprised investors. More specifically, management anticipates EBITDA growth
slightly above 6% this year, supported by a continuation of solid operating trends and an attractive environment for acquisitions;
consensus estimates called for growth closer to 5%. Also, like United Health’s stock, we believe HCA benefitted from positive
sentiment as Democratic presidential candidates offered more moderate healthcare policy proposals than previously expected.
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As Medicare reimbursement is generally lower than the rates HCA receives from commercial insurers, we believe it was a net
positive that (at least for now) a “hardline” Medicare For All policy seems less probable.

NXP Semiconductor (+17%) continued its ascent in 2019, driven by positive company-specific drivers relative to the backdrop
for semiconductors that has been challenged by the China trade dispute. More specific, NXP’s single-digit percentage revenue
decline this year has outperformed a mid-teens decline for the semiconductor industry; this outperformance has been driven by
chip designs at automakers for the radar systems that that enable key safety features and a specific chip design win that enables
mobile device connectivity at China handset giant, Huawei. In 2020, we look forward to the possibility of NXP’s earnings growth
accelerating as stabilization of global trade dynamics provide a more hospitable environment for revenue growth, as company-
specific margin drivers are realized, and as share repurchases enhance underlying EPS performance.

Verisk Analytics (-5%) reported a fine quarter but the stock’s more than 30% year-to-date return going into its September-
quarter earnings results made for a high sentiment bar for the company to hurdle. Organic growth of 7.6% in the quarter marked
the fourth consecutive quarter of growth acceleration, but margins were flattish over the same quarter last year. Moreover,
trends in the Financial Service segment (the smallest of Verisk’s three segments at 7% of revenue) continued to lag, and an
unfavorable court ruling in one of the company’s Insurance business lines (Geomni) will cost the company 1% of total revenue
on a go-forward basis.

Akamai Technologies (-5%) also underperformed, as management guided the fourth quarter of 2019 in-line with expectations
after a 50% rise from the beginning of the year through Q3. Per B. Riley, “while 4Q is typically the strongest quarter of the year
driven by e-commerce and media, management was clear that it is also the most unpredictable.” It is possible that the guide
could be conservative considering the momentum of Akamai’s cybersecurity business and recent launches of major over-the-top
(OTT) services, Apple TV+ and Disney+, which have the potential to drive considerable traffic over Akamai’s content delivery
network (CDN).

Other laggards included Cisco (-2%), Intuit (-1%), and Lennar (flattish). Trade-related uncertainty became a reality last quarter
according to CEO Chuck Robbins, driving broad weakness – the company does not believe this weakness was company-specific.
Intuit’s and Lennar’s stock both took a breather in the fourth quarter, although, in our view, this was more a function of stronger
returns earlier in the year, as Intuit appreciated 34% and Lennar appreciated 43%, respectively, in 2019.

Portfolio Changes

There were no new purchases or sales in the strategy during the quarter.

Conclusion

Stocks ended the year strong with a fourth quarter total return of 9.1%, capping off a 31.5% total return for the S&P 500 in 2019.
Returns, in the quarter just ended, were the second strongest quarter over the past 24 trailing quarters, as market sentiment
shifted from concern regarding trade tensions in late 2018 towards optimism, as the Federal Reserve embarked on a more
accommodative monetary policy beginning in the second quarter.

S&P 500 Returns vs. Fed Funds Rate
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Decoupling the year between earnings growth and multiple expansion, 2019 was notably weighted towards the latter. With
fourth quarter results still to be reported, S&P 500 earnings are forecasted to grow only 1% given the economic impact of trade
tensions with China, pockets of cost pressure in areas such as transportation expenses, currency headwinds, and idiosyncratic
developments such as Boeing’s challenges with the 737 Max. As of year-end, the S&P 500 multiple stood at 18 times –
approximately two turns over its 25-year average of 16 times. Still, as highlighted in the figure below, this valuation level has
largely been associated with positive returns over a prospective five-year period.

Source: J.P. Morgan

Relating this to the Special Opportunities strategy, our 2019 results stand out by historical standards – last year represented our
fourth best year (net of fees) in the 19 years since our SMA inception. And while results lagged our benchmark, we note history
has shown that relative to the market, we tend to outperform the market in years of more medium-sized returns (or less) in the
market versus the positive outlier years. More specifically, since 2001, the Special Opportunities SMA has outperformed the
Russell 3000 index in years of a 15% return or less eight out of 11 times, whereas we’ve batted three for eight in years in which
the market returns 15% or more. Most importantly, these variances have worked out over time in our favor; since inception, the
Special Opportunities SMA has posted a compounded annualized average return (net of fees) of 9.9%, or sizably above the
Russell 3000 index’s return of 7.2% over this same time period.

Source: Sterling Capital Management
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As alluded in the introduction above, all of this ties into an investment process that we believe is evidence-based. Recall that to
maximize our chances of outperforming the market, we seek to assemble a portfolio of companies with better-than-average
earnings growth and return on equity, with below-average financial leverage and price-to-earnings ratio. According to Ned
Davis Research, each of these attributes have a history of outperforming the market over the long term. And as the table below
shows, this is exactly how the portfolio was positioned as of year-end.

*Representative account. Source: Bloomberg

As always, we thank you for your trust and investment in us.

Jeremy Lopez, CFA®

Director

Pillar Metrics: Growth, Valuation, Profitability & Balance Sheet Strength 

*

Performance is preliminary and is annualized for periods longer than one year. Net of fees performance returns are presented net of the investment management fees and trading
expenses. Gross of fees performance returns reflect the deduction of trading costs; a client’s return will be reduced by the management fees and other expenses it may incur.
Investment management fees are described in Sterling’s Form ADV 2A. Performance reflects the reinvestment of interest income and dividends and realized capital gains. The
performance presented represents past performance and is no guarantee of future results. Performance is compared to an index, however, the volatility of an index varies greatly
and investments cannot be made directly in an index. Market conditions vary from year to year and can result in a decline in market value due to material market or economic
conditions. The Performance is considered Supplemental Information to the Composite Disclosure Presentation which is attached.

The Chartered Financial Analyst® (CFA) charter is a graduate-level investment credential awarded by the CFA Institute — the largest global association of investment
professionals. To earn the CFA charter, candidates must: 1) pass three sequential, six-hour examinations; 2) have at least four years of qualified professional investment
experience; 3) join CFA Institute as members; and 4) commit to abide by, and annually reaffirm, their adherence to the CFA Institute Code of Ethics and Standards of Professional
Conduct.

Specific securities identified and described do not represent all of the securities purchased, sold or recommended to clients. There are no assurances that securities identified will
be profitable investments. The securities described are neither a recommendation nor a solicitation. Security information is being obtained from resources the firm believes to be
accurate, but no warrant is made as to the accuracy or completeness of the information.

The opinions contained in the preceding presentation reflect those of Sterling Capital Management LLC, and not those of BB&T Corporation now Truist Financial Corporation or its
executives. The stated opinions are for general information only and are not meant to be predictions or an offer of individual or personalized investment advice. They are not
intended as an offer or solicitation with respect to the purchase or sale of any security. This information and these opinions are subject to change without notice. Any type of
investing involves risk and there are no guarantees. Sterling Capital Management LLC does not assume liability for any loss which may result from the reliance by any person upon
such information or opinions.

Investment advisory services are available through Sterling Capital Management LLC, a separate subsidiary of BB&T Corporation now Truist Financial Corporation. Sterling Capital
Management LLC manages customized investment portfolios, provides asset allocation analysis and offers other investment-related services to affluent individuals and
businesses. Securities and other investments held in investment management or investment advisory accounts at Sterling Capital Management LLC are not deposits or other
obligations of BB&T Corporation now Truist Financial Corporation, Branch Banking and Trust Company now Truist Bank or any affiliate, are not guaranteed by Branch Banking and
Trust Company now Truist Bank or any other bank, are not insured by the FDIC or any other federal government agency, and are subject to investment risk, including possible loss
of principal invested.
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