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Happy Workers = Alpha

-Bank of America Quantitative Analysis Team

Chart 2: Overall Rating Long Short performance outperforms with
sector neutral results

Chart 3: CEO Review Long Short performance outperforms with sector
neutral results
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Purpose and Performance

As socially responsible investing, or ESG (Environment,
Social, and Corporate Governance) continues to gain
acceptance, the search for fully defining the approach
and any source of outperformance continues. While
investors would like to make their investments
meaningful, ESG investing as currently defined only
produces comparable results to other forms of
investing. What has been interesting is how ESG as
currently defined has embraced our investment process
as noted in Morningstar's four and five globe ratings for
several of our funds. Now, this month, we find that
another research tool we have employed over the years
has been identified by Bank of America’s quantitative
group as not only producing outperformance but also fits
into their evolving ESG framework. But, let's provide
some context.

A Holistic Approach

Virtually every manager has an investment process page
in their institutional marketing materials that explains
the steps they take to select investments that can make
it into a portfolio. Our graphic describes our “due
diligence” process that we state is holistic, utilizing
written, oral, and visual data to analyze the four
investment pillars of a business. But, what do we mean
by a holistic process and can we provide an example?
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Source: Bank of America Quantitative Research

By holistic,c, we mean we are scrutinizing a potential
investment through as many lenses and perspectives as
possible to assess its potential to generate
outperformance for clients. One lens that we have
employed for years has been Glassdoor, the largest
global website for employee reviews and ratings
intended to provide insights into a firm’s culture and
work environment. Common sense would suggest that
anonymous feedback would provide a “glassdoor” to
look into a company’s operations and that happier
employees who are aligned with the vision of the Chief
Executive Officer should perform at a higher level than
firms with poor reviews. While not officially incorporated
into ESG investing, it is now being recognized as a
potential tool in this area.

Finding Signals in the Noise

This month, Bank of America’s quantitative equity group
conducted its first study of Glassdoor reviews and unlike
many ESG rankings, Glassdoor rankings actually appear
to help generate outperformance. In the graphic above,
the chart on the left shows the difference in performance
between the top 20% of highest ranked public
companies based on overall and CEO score versus the
bottom 20% with the chart on the right the same
process but limited to the ranking for the CEOQ.

The results of the stock baskets start in December 2012.
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#~  "Best Big Company To Work At"
7 ODOO0 v Former Employee - Senior Account Manager in Seattle, WA
B Recommends B Positive Outlook B Approves of CEQ

| worked at Google full-time (More than 5 years)

Pros

Excellent culture. Leadership that makes the right decisions for our users. It's all about
the user experience and we see that transparently throughout the company. Managers
are committed to the career development of their team.

Cons

Big company so can be difficult to feel like you're having a bigimpact on such a big
company!

Source: Glassdoor

Because Glassdoor is relatively new, the timeframe is  learning is trying to automate the digestion of these
short, but we find Bank of America’s work illuminating  reviews, automation of the process remains a challenge
and supportive of our use of this tool when assessing  according to Bank of America.
new stock purchase ideas.
Whether it is speaking with company management as
Google is a stock that we have owned for years in  we did this afternoon, scrutinizing the financing of a
several of our strategies and it has won Glassdoor recent debt offering by a portfolio holding this morning,
awards for Best Places to Work for 10 years straight.  or assessing a company’s Glassdoor reviews, a holistic
An example of a Google Glassdoor review is shown  approach is employed to find the elements of an “ideal”
above and perhaps it is one reason the performance of  business suitable for investment for our clients.
Google has been part of the vaunted FANG performance
over that time. As always thank you for your interest and trust
managing your investments.
Do employers encourage employees to write positive
reviews? Yes, they do. But that dynamic places a greater ~ Chip Wittmann, CFA®
emphasis on actively scrubbing reviews to put together  Executive Director
a holistic assessment of the firm. Just as current  (757) 417-4901
employees may be optimistic, former employee reviews  cwittmann®sterling-capital.com
are typically more jaded. In an era where machine

The Chartered Financial Analyst® (CFA) charter is a graduate-level investment credential awarded by 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 commentary reflect those of Sterling Capital Management LLC, and not those of BB&T 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 also 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 any such information or opinions.

Investment advisory services are available through Sterling Capital Management LLC, a separate subsidiary of BB&T 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, Branch Banking and Trust Company or any affiliate, are not guaranteed by
Branch Banking and Trust Company or any other bank, are not insured by the FDIC or any other government agency, and are subject to investment risk,
including possible loss of principal invested.
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