F-Squared Investments, Inc.

One Newton Executive Park
2221 Washington Street, Ste 201
Newton, MA 02462
(857) 404 - 0840
www.f-squaredinvestments.com

Form ADV, Part 2A Brochure

July 31, 2011

This brochure provides information about the qualifications and business practices of F-Squared
Investment Inc.,(hereinafter “F-Squared Investment Inc.”). If you have any questions about the contents of
this brochure, please contact us at 866-288-7657 or info@f2inv.com. The

information in this brochure has not been approved or verified by the United States Securities and
Exchange Commission or by any state securities authority.

Any reference to or use of the terms “registered investment adviser” or “registered,” does not imply
that F-Squared Investment Inc. or any person associated with F-Squared Investment Inc. has achieved a

certain level of skill or training.

Additional information about F-Squared Investment Inc. is available on the SEC's website at


http://www.f-squaredinvestments.com/
mailto:info@f2inv.com

www.adviserinfo.sec.gov. You can search this site by a unique identifying number, known as a CRD number.
The CRD number for F-Squared Investments, Inc. is 146673

Item 2: Summary of Material Changes

Revised July 31,2011

There are no material changes to disclose as a result of creating the new Firm Brochure ADV Part 2 for
2011. F-Squared Investment Inc. maintains its management style, investment strategies, client relations,
industry standards, fee structure, and educational programs.

The last annual update of ADV Part Il was on 12/17/2010.
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Item 4: Advisory Business

Description of our Firm:

Foundedin 2006, F-Squared Investment Inc. isanindex managerand SEC registered investment
managementfirmlocated in Wellesley, Massachusetts, that providesinvestment advisory and portfolio
managementservices forawide range of clients.

F-Squared InvestmentInc. isawholly owned subsidiary of F-Squared Investment Management, LLC. F-
Squared Investment Managementis a privately owned company with noindividual shareholder owing
more than 25% of the company.

Types of Advisory Services We Offer:

F-Squared Investment Inc. provides active index solutions and offers investment management services
to a wide range of clients. We offertwo primary suites of investment solutions:

e AlphaSector™ Strategies: Investment portfolios designed to create long-term value by avoiding
losses. These portfolios track ourfamily of AlphaSector Indexes, and are actively offered to
Advisors, Brokers, Wealth Managers, Family Offices, Trust Companies, and Institutional
Investors. Individual investors can access the strategies through one of oursub-advised mutual
funds or our many distribution partners. Investment portfolios are delivered in multiple formats
and through many operational meansto meetthe needs of ourclients.

e Custom Replication Solutions: Investment solutions derived from our proprietary PORT™
technology that allows F-Squared to accurately clone most actively managed equity mutual
funds. Thisinvestmentsolutionistargetedto solving significant business challenges such as
hedging active manager basis risk of variable annuities or enabling construction of low cost
custom portfolios of active managers. While this suite of investmentsolutionsistypically
targeted to Institutional Investors, investment portfolios tracking our suite of AlphaCycle™
Indexes are actively offered to Advisors, Brokers, Wealth Managers, Family Offices, Trust
Companies, Consultants,and Institutional investors.

Separately Managed Accounts, Model Portfolios, and Institutional Separate Accounts

F-Squared creates multiple investment strategies eligible for sale as Separately Managed Accounts
(SMAs), Institutional Separate Accounts, or Model Portfolios. These strategies typically track one of our
AlphaSector or AlphaCycle Indexes.

Sub-Advisory Services

F-Squared currently sub-advises several mutual funds that are readily available to individual investors.
In addition, F-Squared creates multiple investment strategies eligible for sale as sub-advisory solutions
to mutual funds, exchange traded funds (ETFs) and variable annuities (VAs). The fe es charged by F-
Squared forsub-advisory solutions for use within commingled vehicles are negotiated.

The minimum forthese servicesis $25 million.



Custom Replication Solutions

F-Squared creates multiple investment strategies eligible for sale to Institutional Investors through our
Custom Replication Solutions services. In most cases, F-Squared delivers the investment solutions as
model portfolios for execution onthe client'sinvestment platform, orto the trading and custodial
providerof their choice.

Our Custom Replication suite builds off of F-Squared's proprietary technology engine, Portfolio
Replication Technology (PoRT™). PoRT allows F-Squared to replicate, through the use of public
information, most equity-based mutual funds, closed end funds, orvariable trust fundsin the United
States. F-Squared does not replicate individual funds, butinstead replicates select, custom portfolios of
funds (“Target Portfolio”). The basket of funds that makes up the Target Portfoliois either 1) selected
by the Institutional Investor or Consultant (alphageneration objective), 2) determined by an existing
investment portfolio that the client wishes to see replicated (e.g. existing executive deferred
compensation plan), or3) one of our 18 AlphaCycle Indexes of actively managed mutualfunds (alpha
generation objective).

F-Squared's proprietary Customized Replication Solutions provide Consultants and Institutional
Investors:
e Accessto the performance of world class managers at below market minimums
o Fullyintegrated, multi-manager portfolios
o Openarchitecture platform
o Selection of aportfolio of any publicly listed domestic equity mutual fund (including funds
closedto newinvestments)
= Selectioncanbe based on managerpreference or portfolio characteristics
o Optimal diversification of process and managers
e No restrictions on buy discipline orsell discipline
o Board approval of concept ratherthan individual managersimproves timeliness of manager
changes
e Superiorcompliance and risk controls
o Transparency of holdings
o Internal control of operationsincluding compliance, custody, trading and valuation

e Feesare well belowindustry averages; elimination of traditional mutual fund fees; no layering of
fees

Applications for Custom Replication Solutions address critical needs of Institutional Investors, including
needsthat might have been previously unmet. Examplesinclude:
¢ Alphagenerationforpublicor private pension plans, endowments, foundations, and fund of fund
structures
¢ Hedging of active manager basis risk for variable annuity (VA) providers
e Replication of Company-Owned or Business-Owned Life Insurance and Executive Deferred
Compensation plans, allowing sponsor firms to recapture the expense ratio and associated working
capital

Tailored Advisory Services:

F-Squared InvestmentInc. isanindex providerand model manager, offering investment strategies that
track our AlphaSector and AlphaCycle Indexes. Although our primary businessis that of index provider
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and model manager, F-Squared Investment Inc. may offer custom advisory services to Institutional
Investors. As the majority of ourinvestment services involve model management, we generally do not
allow clients toimpose restrictions oninvestingin certain securities or types of securities.

Wrap Fee Programs:

F-Squared Investment Inc. does not currently participatein any wrap fee programs by providing
portfolio managementservices.

Assets under Advisement:

As of 7/30/2011, the total assets underadvisement for F-Squared Investment Inc. are as follows:

Discretionary: $565,828,525
Non-Discretionary: $1,111,769,078
Total: $1,677,597,603

Item 5: Fees and Compensation
Fee Schedule:

F-Squaredreceives aninvestment managementfee forits advisory services based on the marketvalue
of the assets underadvisement. The mosttypical pricing optionsfor providing SMAs or Model
Portfolios, excluding operational costs, are as follows:

ASSET LEVEL ALPHACYCLESTRATEGIES

Asset levels up to $100 million: 35bp (0.35%)
Assetlevels>5$100 million and < $500 million: 25bp (0.25%)
Asset levels >S$500 million: 20bp (0.20%)
ASSET LEVEL ALPHASECTORSTRATEGIES (MONTHLY)
Firmassetlevelsupto$25 million: 40bp (0.40%)
Firmassetlevels>$25 millionand <$100 million: 35bp (0.35%)
Firmassetlevels>$100 million: 30bp (0.30%)

ASSET LEVEL ALPHASECTOR PREMIUM STRATEGIES (WEEKLY)
Firmassetlevelsinvested in premium strategies upto $100 million: 60bp (0.60%)
Firmassetlevelsinvested in premium strategies >$100 million: 55bp (0.55%)

The most typical fees charged by F-Squared for our Custom Replication Solutions are as follows,
althoughthese fees may be subjectto negotiation:

ASSET LEVEL CUSTOM REPLICATION

Assetlevelsup to $100 million: 25bp (0.25%)
Assetlevels>$100 million and < $250 million 22.5bp (0.225%)
Assetlevels>S$250 millionand < $1 billion 20bp (0.20%)



How Fees are Paid:

Generally, firms are billed atthe end of each quarter on any assets under management that utilize our
investment strategies. Firms that utilize ourinvestment strategies may chose different billing methods
for applyingfeestothe underlyinginvestors.

Other Types of Fees or Expenses:

Costs of trading and operations forthe SMA and Model Portfolio are determined by the SMA platform
sponsoror trading platform. Fee collection schedules are typically assigned by the platform sponsor.
These fees may be negotiablebased on operational supportand expected future asset growth.

All fees paidto F-Squared Investment Advisors are forinvestment advisory services and are separate
and distinct from the fees and expenses charged by the underlying Exchange Trade d Funds usedin our
models. Mutual Fund expenses are described in each fund’s prospectus. Accordingly, clients should
review both the fees charged by the ETF’s and the fees charged by F-Squared Investment Inc. to fully
understand the total amount of feesto be paid and evaluate the advisory services being provided.

In additionto the advisory fees charged by F-Squared Investment Inc., clients may alsoincur feesand
expenses charged by custodians and imposed by broker dealers, including but not limited to any
transaction chargesimposed by a broker dealer with which anindependentinvestment manager effects
transactionsforthe client’saccount(s). See item 12 which describes our brokerage practices and details
the process for reviewing and recommending a broker dealerforclients’ transactionsin applicable
situations.

Although F-Squared Investments billsits clientsin arrears, some SMA Platforms orinvestment advisors
that utilize ourinvestment strategies may chose to bill the underlyinginvestorin advance. Investors
shouldrefertotheirinvestmentadvisor or SMA Platform providerforinformation on billing practices,
and where applicable, their policy on refunds for “feesin advance” payment structures.

The feescharged by F-Squared for sub-advisory solutions for use within commingled vehicles are
negotiated.

Neither F-Squared InvestmentInc., orany of its supervised employees receive additional compensation
for the sale of securities or otherinvestment products to our clients.

Item 6: Performance-Based Fees

F-Squared Investment Inc., does not charge performance-based fees.

Item 7: Types of Clients

F-Squared Investment Inc. provides investment advisory services to a number of clientsincluding wealth
managementand investmentadvisory firms, investment companies, pensions, endowments, trusts, and
individuals.



There are minimums foraccounts, varying by account type.

The minimums for the SMAs are typically determined by the SMA platform sponsoror operational
provider, and can range from $50,000 to $250,000 for individual accounts. Institutional accounts
typically have aminimum of $10,000,000. Costs of trading and operations forthe SMA and Model
Portfolio are determined by the SMA platform sponsor or trading platform. Fee collection schedules are
typically determined by the platform sponsor. These fees may be negotiable based on operational
supportand expected futureasset growth.

F-Squared creates multiple investment strategies eligible for sale as sub-advisory solutions to mutual
funds, exchange traded funds (ETFs) and variable annuities (VAs). The fees charged by F-Squared for
sub-advisory solutions for use within commingled vehicles are negotiated. The minimumsforthese
services are $25 million.

F-Squared Investment Inc. may waive any and all minimum account requirements at theirsole
discretion.

Item 8: Method of Analysis, Investment Strategies and Risk of Loss
Methods of Analysis:

The AlphaSector Strategies use a purely technical analysis modelthatis designed to modestly
outperformits assigned benchmark in growth markets and significantly outperformits benchmark
during bear markets. Our model is based on three primary components:

e Historical Price Return

e Volatility

e ChangingLevels of Volatility

Our model analyzes past market movements and applies thatanalysis to the presentin an attemptto
recognize recurring patterns of investor behaviorand potentially forecast performance of a particular
sectorrelative to cash returns. Thisresultsin a binary decision that determines whetherasectoris
eitherincluded orremoved from the portfolio.

The AlphaCycle Strategies are based primarily on a quantitative analysis model driven by F-Squared's
proprietary technology engine, Portfolio Replication Technology (PoRT™). PoRT allows F-Squared to
replicate, through the use of publicinformation, most equity-based mutual funds, closed end funds, or
variable trustfundsin the United States. F-Squared does notreplicate individual funds, butinstead
replicates select, custom portfolios of funds (“Target Portfolio”). The basket of funds that make s up the
Target Portfolio are either 1) selected by the Institutional Investor or Consultant (alpha generation
objective), 2) determined by an existinginvestment portfolio that the client wishes to see replicated
(e.g. existing executive deferred compensation plan), or 3) one of our 18 AlphaCycle Indexes of actively
managed mutual funds (alpha generation objective).

F-Squared uses avariety of publicinformation asinputsinto our PoRT engine. We accessthe
information through a variety of commercially available data services including Morningstar, Standard &



Poors, Lipper, and others. We also access certain data from publicwebsites. Allinformation usedin our
approach is publicly available information. Specificsources of information asinputto PoRT includes:
- Daily values of the Target Portfolios orthe AlphaCycle Indexes as published by the New York Stock
Exchange;
- Daily Net Asset Values (NAVs) of the underlying mutual fundsin the indexes;
- Total performance returns for all stocks in the investable universefor each Index;
- Publicly disclosed data representing complete or partial historical holdings dataforall funds within
each Index (mutual funds periodically publish historical holdings datato the SEC, with the most
common frequency quarterly with a 30 - 45 day lag).

F-Squared also receives datainputintothe processfrom outside investment firms, data providers, or
consultant firms foreither our AlphaSector Indexes or AlphaCycle Indexes. These firmsinclude
Morningstar, Standard & Poors, New Found Research, and Active Index Solutions.

Investment Strategies:

F-Squared primarily offers two suites of products: Custom Replication Solutions and AlphaSector
strategies.

AlphaSectorindexes are asuite of investments that are designed to meetthe REALneeds of investors:
relative outperformanceinrising markets, and significant risk controlsin declining markets. Avoiding
losses has been provento bothimprove wealth creation and increase the success rate of systematic
withdrawal programs for eitherindividual or Institutional Investors.

All of the AlphaSectorIndexes (currently eleven)investin exchange traded funds (ETFs) with all security
decisions made with the intent of avoidinglosses, in particular significant market declines. In periods of
extreme market distress, a partial orcomplete allocation to short-term bonds (a “cash equivalent”
investment) isallowed. Cashisviewed asthe only safe havenintimes of significant bear markets.

Thisapproach to investingistaken fortworeasons. First, losses have an exponentially negative impact
on long-termreturns (a 50% loss requires a subsequent 100% gain to returnto breakeven). Second,
when comparing the frequency and extent of extreme losses versus extreme gains of most equity asset
classes, the extreme losses are both much more frequent and cumulatively greaterthanthe extreme
gains. Focusingall decisions on avoidinglosses creates an “odds-in-your-favor” approach toinvesting.

The investment models, portfolio design, and ETFs within the portfolio for ourflagship US equity
versions of the Indexes have been used to manage actual clients assets back to April, 2001 (primarilyin
the form of SMAs), and are therefore stress-tested across two bear markets and a bull market.

The core philosophy and methodologybehind our AlphaSector strategies and Indexes were designed to
meetthe REAL needs of individual and wealth investors. This meansthat our AlphaSector suite of
Indexes and strategiesis designed to modestly outperform their benchmarks in normal bull markets, but
dramatically outperforminsignificant down markets or bear markets.

AlphaSectorstrategies provide superiordownside risk management, especially in weak markets. They
representapowerful butsimplestory, and use NO derivatives, leverage, orshorting.

This dual approach - perform as relative performersin up markets but act more like absolute return
investmentsin down markets -isspecifically designed toincrease aninvestor's likelihood of meeting



theirinvestment goals overafull market cycle, whethertheirtargetedinvestment goal is wealth
creation or wealth distribution.

There isa growingamount of research that pointsto significantlosses as dramatically impairing an
investor's ability to create sustainable growth of theirassets overtime. Asimple example of thisis the
devastating Bear Market of 2008 and 2009. Duringthis marketcollapse, the S&P 500 reacheda lowin
early March, 2009, and at its bottom, the decline had wiped out six years of prior returns of the S&P
500. In just ten months from mid-May 2008 to early March 2009 the S&P 500 declined -51%. Forthe
S&P 500 to recoverthe losses forthat ten month span, it would take 6.5 years of compounding market
growth based on the longer termreturns of the S&P 500.1

Additionally, there is alarge volume of research that points out that the single biggestthreatto
systematicwithdrawal (institutional) or retirementincome (individual) objectivesis significant market
losses. Therefore, the singularfocus of AlphaSectoron avoiding losses ideally positions this suite of
strategies forretirees and endowments, foundations, and plan sponsors looking to reliably meet their
annual funding commitments.

ISources: Morningstar Direct, Financial Research Corporation, Dover Research, and F-Squared I nve stments
Portfolio Construction and Design

The domesticequity strategies (AlphaSector Rotation and Premium) investin exchangetraded funds
(ETFs) representing the 9 sectors of the S&P 500 or short-term Treasuries. The implementation of the
strategy is exclusively through ETFs, which are low cost, highly liquid index -linked vehicles tracking the
performance of eachrespective sector. The ETFs most often used are published by State Street Glo bal
Advisors, and include the Select Sector SPDRs and an ETF tracking short term Treasury securities as the
proxy for cash. Assuch, there are a maximum number of 9 securitiesin the portfolio atany one time,
resultingin operational ease and lower transaction costs.

AlphaSector Global and International include ETFs that represent MSCI EAFE (EFA) and Emerging
Markets (EEM).

AlphaSectorAllocatoris a fully diversified portfolio adding in ETFs tracking traditional fixed income asset
classes and “alternative” asset classes such as gold and REITs.

All monthly AlphaSector Index portfolios are rebalanced monthly. All Premium Indexes are reviewed
weekly forreconstitution and rebalancing.

Default “position” within each Indexisto have all available ETFs (otherthan cash) invested and equally
weighted within thatindex orsleeve. Decisions to remove asectoror asset class from the portfolio at
any time are based on a probabilisticdetermination that that sectoror asset class isviewed as likely to
lose money on a forward looking basis.

For example, the flagship US Equity AlphaSector Indexes determine when to “turn off a sector” through
analysis from a proprietary analytical enginethat evaluates “true” sectortrends while adjusting for
market “noise” and for changing levels of volatility within each sector. ETFsare includedin the portfolio
based on a binary model: A positive signal resultsininclusionin the portfolio, and anegative signal
resultsin complete removalfromthe portfolio. All sectors, orassetclassesincludedinanindexor
sleeve of the Global and Allocatorindexes, are equal weighted. The maximum allocation toany one
sector within the domesticequity indexesis cappedat 25% of the portfolio.
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When our models signal a Bear Market (defined as having 6 or more of the 9 US sector ETFs removed
due to the expectation of future losses) AlphaSector will begin to build a positionin short-term
Treasuries, which caninclude up to 100% of the portfolio. This ability to automatically shifttoa
defensive position in times of broader market weakness is critical to the portfolio's ability to manage
downside risk exposures and protect clientreturns.

For more information about the philosophy, methodology and construction of any individual
AlphaSectorindex, please see our website at www.f-squaredinvestments.com.

Custom Replication - AlphaCycle Indexes are select portfolios of best-in-class actively managed mutual
funds that have been selected by third-party institutional consultants. By using disciplined means of
determining when to add funds tothe portfolioand when toremove them, AlphaCycle attemptsto
capture excess return fromthe managers for the period of time during which they outperformthe
market. There are 18 discrete AlphaCycle strategies covering most domesticequity asset classes. All
AlphaCycle products are designed to consistently outperform theirbenchmarks and peer groups with
modestly reduced risk.

F-Squared generates its custom replication investment solutions through atwo-step process:

1. Construction of custom portfolios of actively managed mutualfunds. This can be done to achieve
consistent outperformance (alphageneration) orto reflect an existinginvestment portfolio
where conversion toindividual securities offers investment or financial benefits.

2. Creation of Tracking Portfolios of individual stocks (delivered as Model Portfolios).

Creation of Alpha through the construction of portfolios of actively managed mutual funds

Typically, Institutional Investors will select the portfolio of mutual funds themselves based on the
objectives of eitheralphageneration or replication of an existing portfolio of funds. F-Squared also
offersan “off the shelf” version available forsale through our Replication services - AlphaCycle Indexes.

A subsidiary of F-Squared, Active Index Solutions creates and publishes aseries of specialty indexes
(AlphaCycleIndexes and AlphaSector Indexes) covering awide range of investment strategies and as set
classes. Asof January 2011, F-Squared, had 26 such indexes, 19 of which are published dailyby either
the New York Stock Exchange or NASDAQ OMX.

Each AlphaCycle Indexis constructed utilizing the principles of AlphaCycle investing and consists of a
select portfolio of 'bestin breed' mutual funds, with the funds selected annually by third party
institutional consultants. The Net AssetValueand the Gross of Fee values of each AlphaCycle Index are
published daily by the New York Stock Exchange. Complete performance information forall AlphaCycle
Indexes can be found at www.activeindexsolutions.com.

The construction process of the Indexes can be seenin detail at www.activeindexsolutions.com, but the
core principles of AlphaCycle Investinginclude:
1. Professional selection of “best of breed” mutual funds;
2. Multi-managerimplementation, creating diversification at the process level (typical Index has 10
underlying mutual funds);
3. Strict sell disciplineand embedded managerrotation - Anannual reconstitution of the index
constituentfunds occurs February 15 of every year, and is designed to ensure that the Index
maintains acurrent version of “bestin class” actively managed mutual funds at all times.
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Creation of Tracking Portfolios of individual stocks

F-Squared Investments builds portfolios of investible securities (Tracking Portfolios orinvestment
models) which are designed to track, as closely as possible, the performance of portfolios of actively
managed mutual funds (“Target Portfolios”). Target Portfolios caninclude the AlphaCycle Indexes.
These portfolios are delivered as Model Portfolios for SMAs and IMAs, and Institutional Separate
Accounts for institutional and sub-advisory mandates. F-Squared DOES NOT GUARANTEE that the
performance of the tracking models will replicate the performance of the target AlphaCycle Index.

Using sophisticated replication technology, our proprietary Portfolio Replication Technology (PoRT™), F-
Squaredisable to build tracking portfolios of individual securities for each Target Portfolio. Only public

informationis used by PoRT.

PoRT™ s the result of development, testing, and usage dating back to the late 1990's. Thistechnology
allows us to create an investment solution (a portfolio of individual stocks) that avoids a direct
investmentinto the Target Portfolio's underlying basket of mutual funds. Infact, there are no costs to
theinvestorfrom eitherinvestingin the underlying funds (they are never purchased) orforany licensing
feetothe underlyingfunds, and therefore there is no layering of fees. Thisapproach allows F-Squared
to reduce the total fees charged to levels thatare 50% or more below those of traditional investment
managementfees*. *(Sources: Morningstar Direct, Financial Research Corporation, Dover Research,
and F-Squared Investments)

For the sake of clarity, F-Squared Investment Inc.’s investment solutions do notinclude the direct
investmentinto any mutualfund. Allinvestments are into portfolios of individualstocks that are
generated by PoRT. This approach allows us to capturethe alpha from the Target Portfolios withoutthe
layering of fees, operationalrestrictions, and potential illiquidity that occurs from investing in underlying
mutualfunds.

The onlyinputsinto PoRT are publicly available information, which includes the daily performanceresult
of the Target Portfolio and the underlying funds, historical fund holdings as periodically reported to the
SEC, and other data deemed useful by F-Squared. PoRTthen uses a dynamicregression engine on top of
a massive scale optimizerto generate the Tracking Portfolios or Model Portfolios.

F-Squared Investments was designed fromits inception to optimally leverage its replication technology.
This allows us to bothimplement our Custom Replication solutions while also significantly reducing
costs. F-Squared does notemploy expensive portfolio managers orinvestment analysts for this effort,
nor doesithave the additional day to day costs associated with traditionalinvestment professionals.
Thisallows usto be the industry's low cost leader for delivering active management. We are also not
tiedto proprietaryinvestment teams, and can therefore fully deliver the open architecture platform
required for AlphaCycleInvesting.

Risk of Loss:

Allinvestmentsin securities include arisk of loss that clients should be prepared to bear. Thisincludes
the risk of capital (invested amount) and any profits that have not been realized. Stockand bond
markets may fluctuate substantially overtime, and performance of any investmentis notguaranteed.
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Our investment strategies may not achieve their objectives,and they are not intended to be acomplete
investment program.

The principal risks of our strategies are:

Market Risk: The risk that the value of the securitiesin which the strategiesinvest may dropin
reaction to tangible andintangible events and conditions, independent of asecurity’s particular
underlying circumstances. Forexample, political, economic, and social conditions may cause a
change in the value of the securities. Price changes may be temporary or may last for extended
periods.

Equity Securities Risk: The risk that events orcircumstancesata particular industry, ora
particular company within anindustry will impact the value of the stocks and ETF’s held by the
strategy and thus, the value of yourinvestment overshort orextended periods.

Interest-Rate Risk: The riskthat fluctuationsininterest rates may cause investment prices to
fluctuate and impact the value of Fixed Income securities or ETF’s held by the strategy. For
example, wheninterest ratesrise, yields on existing bonds become less attractive causing their
marketvaluestodecline.

Exchange-Traded Funds (ETFs) Risk: The risk thatthe value of an ETF that the strategiesinvestin
will be more volatilethan the underlying portfolio of securities the ETF is designed to track, or
that the costs to the fund of owning shares of the ETF will exceed those the fund would incur by
investinginsuch securities directly.

Sector Concentration Risk: The risk that events negatively affectinganindustry or market sector
inwhich the strategy invests will cause the overallvalue of the strategy to decline. To the extent
that some of our investment strategies invest significant portions of their strategy in ETF’s
representing particular markets orsectors (such as Energy, Healthcare, Real Estate, etc.) orinan
ETF representing U.S. Treasuries, the strategy is more vulnerable to conditions that negatively
affectsuch sectors as compared toinvestment strategy thatis not significantly investedin such
sectors.

TurnoverRisk: The riskthat frequenttrading willresultinincreased brokerage and other
transaction-related costs, as well as less favorable tax treatment of short-term capital gains that
can negativelyimpactyouroverallinvestment as compared toinvestmentsin strategies with
low turnover. Some of ourinvestment strategies may involve frequent tradingand/or turnover
and investors should carefully consider the impact of taxes and brokerage costs on their
investment portfolio.

U.S. Government Securities Risk: The risk that U.S. Government securities in the strategy will be
subjectto price fluctuations, orthatan agency or instrumentalitywilldefaulton an obligation
not backed by the full faith and credit of the United States.

Quantitative Risk: The riskthat the effectiveness of the quantitative model used forthe

strategy can dissipate overtime as similarstrategies are adopted and as the market becomes
more efficiently priced.
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Item 9: Disciplinary Information

F-Squared Investment Inc. has no legal or disciplinary events that are material toa client’s or
prospective client’s evaluation of our advisory business or the integrity of our management.

Item 10: Other Financial Industry Activities and Affiliations

Broker-Dealer Affiliations

F-Squared Investment Inc., norany of its management persons are registered, or have an application
pendingtoregister, asa broker-dealerora registered representative of a broker-dealer.

Futures/Commodities Affiliations

F-Squared InvestmentInc., norany of its management persons are registered, or have an application
pendingtoregister, as a futures commission merchant, commodity pool operator, commodity trading
advisor, oran associated person of the foregoing entities.

Investment Company Affiliations

F-Squared Investment Inc. maintains arelationship with Virtus Investment Partners of Hartford,
Connecticutand serves as sub-adviser for one open-end mutual funds registered under the Investment
Company Act of 1940. The mutual fundis the AlphaSector Rotation Fund.

Investment Adviser Affiliations

F-Squared InvestmentInc., is asubsidiary of F-Squared Investment Management, LLC. Other subsidiaries
of F-Squared Investment Management, LLCinclude F-Squared Institutional Advisors, LLC, F-Squared
RetirementSolutions, LLC, F-Squared Alternative Investments, LLC, and F-Squared Institutional
Solutions, LLC.

The relationships orarrangements described above do not create a material conflict of interests with
any of our clients.

F-Squared does notrecommend orselect otherinvestment advisers forour clientsand receive
compensationdirectly orindirectly fromthose clients.

Item 11: Code of Ethics, Participation in Client Transactions and
Personal Trading

Pursuantto SEC Rule 204A-1, F-Squared Investment Inc. has adopted a Code of Ethics which sets forth
high ethical standards of business conduct forouremployees and governs anumber of potential
conflicts of interest that we may encounter when providinginvestment advisory services. This Code is
based on the principle that F-Squared Investment Inc. owes afiduciary duty to the investors forwhich
we serve as an adviser. Inadherence with this Code, F-Squared and its employees must avoid activities,
interests and relationships that mightinterfere orappeartointerfere with making decisionsin the best
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interests of our Advisory Clients. The Code seeksto place the interests of F-Squared Investment Inc.
Clients overthe interests of the firm and any of its employees, and to comply with the applicable
Federal Securities Laws and otherapplicable law.

We distribute the code to each employeeat the time of hire and annually thereafter. Each employeeis
requiredtosignthe Code acknowledging that they have read, understand, and willabide by the Code
and itsrequirements. Ourcompliance department conducts training and monitors employee activity to
ensure compliance with the Code.

F-Squared Investment Inc. will provide a copy of our Code of Ethics to any clientor prospective client
uponrequest.

Our Code includes, butis notlimited to the following:

e Requirementsonfiduciary duty

e Prohibitions onthe acceptance of gifts and entertainment that exceed our policy standards

e Prohibitionsoninsidertradingand communication of material non-publicinformation
Requirements on the handling of confidential information

e Requirementsforpre-clearance of employee transactions

e Identification and pre-clearance requirements on accounts where employees have beneficial
interest

e Requirementsforreportingall personal securities transactions
Personal Securities Transactions Requirements

An Access Person, defined as an employee with access to confidential information related to the firm’s
investment strategies, must notengage, and must not permit any other person orentity toengage, in
any purchase or sale of a Covered Security in which such Access Person has, or by reason of the
transaction will acquire any direct orindirect Beneficial Ownership, unless (i) the transactionis an
Exempt Transaction (as setforth below) or (ii) he/she has have complied with the provisions setforth
below.

Pre-clearance

Access Persons must seek to obtain pre-clearance trading approval from the Compliance Committee to
purchase or sell any Covered Security for which the person has or will have by reason of the trade a
Beneficial Ownership and thatthe Adviseractively engagesintrading, advisory services or performs
research on such Covered Security.

Finally, Access Persons must seek to obtain pre-clearance trading approval from the Adviser before
directly orindirectly acquiring Beneficial Ownership inany Securityin an Initial Public Offeringorina
Limited Offering.

Beneficial Ownership

To determine whethera person has “Beneficial Ownership,” Access Persons are considered to have
Beneficial Ownership of Securities if such Access Person, directly orindirectly, through any contract,
arrangement, understanding, relationship or otherwise have orshare a direct or indirect “pecuniary
interest” insuch Securities.
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An Access Person has a pecuniaryinterestinthe Securities if such Access Person has the opportunity,
directly orindirectly, to profit orshare in any profit derived from atransaction in the Securities.

The following are examples of anindirect pecuniary interestin Securities:

Securities held by members of an Access Person’s Immediate Family sharing the same household;
however, this presumption may be rebutted by convincing evidence that profits derived from
transactionsinthese Securities willnot provide such Access Person with any economicbenefit where
“Immediate Family” means any child, stepchild, grandchild, parent, stepparent, grandparent, spouse,
sibling, mother-in-law, father-in-law, son-in-law, daughter-in-law, brother-in-law, or sister-in-law, and
includes any adoptive relationship.

An Access Person’s proportionate interest as a general partnerin portfolio Securities held by ageneral
or limited partnership.

An Access Person’sinterest asa manager-memberinthe Securities held by alimited liability company.

Access Persons do not have an indirect pecuniary interestin the portfolio Securities held by a
corporation or similarentity in which he/she owns securities if such Access Personis nota controlling
shareholder of the entity and does not have or share investment control overthe entity’s portfolio.

The following circumstances constitute Beneficial Ownership of Securities held by atrust by an Access
Person:

If an Access Personisa trustee of the trust and has a pecuniaryinterestinany holdingortransactionin
theissuer’s Securities held by the trust as well asif an Access Personis trustee and members of such
Access Person’s Immediate Family receive certain performancefees ora member of such Access
Person’s Immediate Family is abeneficiary tothe trust.

If an Access Personisa beneficiary to a trustand such Access Person (a) sharesinvestment control with
the trustee withrespectto a trust transaction, the transaction shall be attributed to such Access Person
as well as the trust, (b) hasinvestment control with respect to a trust transaction without consultation
with the trustee, the transaction shall be attributed to such Access Person and (c) such Access Person
shall be deemedto have pecuniaryinterestinthe issuer’s securities held by atrust to the extent of such
Access Person’s prorata interestin the trust where the trustee does not exercise exclusive control. For
instance, an Access Person who holds securities as a beneficiary of atrust over which he has investment
discretion, such as a 401(k) or other participant-directed employee benefit plan, would be considered
beneficial owner of Securitiesin the plan.

If you are a settlorof a trust and reserve the rightto revoke the trust without the consent of another
person, the trust holdings and transactions shall be attributed to you; provided, however, if the settlor
does notexercise orshare investment control overthe issuer’s securities held by the trust, the trust
holdings and transactions shall be attributed to the Trustinstead of you as settlor.

Exempt Securities

Access Persons are required to reportall transactions in Covered Securities. The following are not
considered Covered Securities:

e Directobligations of the Government of the United States;
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e Bankers’ acceptances, bank certificates of deposit, commercial paperand high quality short-
termdebtinstruments, including repurchase agreements;

e Sharesissued by money market Funds;

e Sharesissued by open-end Funds except Reportable Funds.

Initial Public Offerings

Access Persons must obtain prior written approval of the Chief Compliance Officer to acquire director
indirect Beneficial Ownership of any Security in an Initial Public Offering.

Limited Offerings

Access Persons must obtain prior written approval of amajority of the Compliance Committee to
acquire director indirect Beneficial Ownership of any Security in a Limited Offerings. Approval will not
be givenunlessadeterminationis made thatthe investment opportunity has not been offered to you by
virtue of your position.

Upon receiving pre-clearance, if you have acquired Beneficial Ownership in Securitiesin a Limited
Offering, you must discloseyourinvestment when you play a part inany consideration of aninvestment
by an Advisory Clientinthe issuer of the Securities.

Item 12: Brokerage Practices

As a model manager, any selection orrecommendation of broker-dealersforclient transactionis
generally made by the SMA managerand not F-Squared Investment Inc..

For institutional accounts, F-Squared may from time to time recommend a broker-dealerto execute the
trading of underlying securities. In those circumstances, F-Squared will use best efforts to select and
recommend a brokerdealerthat will provide the best services at the lowest commission rates. When
reviewing a brokerage firm and the services they provide, ourassessmentincludes, butis notlimitedto
the following:

Reputation/Stability of brokerage firm

Ability to execute tradesin atimely and efficient manner
Ability tointerface with client’s custodian bank
Competitive Commission Rates

As a model manager, practices surrounding Research and Other Soft Dollar Benefits are not applicable.
F-Squared Investment Inc. does not receiveresearch orother products or services from a broker-dealer
or a third party in connection with client securities transactions.

As a model manager, practices surrounding aggregation of purchase orsale of securities forclient
accounts are not applicable. Any aggregation of orders would be done by the SMA Platform Ma nager.

Item 13: Review of Accounts

As a model manager, F-Squared Investment Inc. generally does not have access to clientaccounts. In
limited circumstances, F-Squared will manage alimited number of accounts for friends and family or

17



institutional clients. Theseaccounts are reviewed quarterly to ensure that all transactions are in
accordance with model instructions and that any tracking errorto the indexis within areasonably
acceptable threshold. All institutional accounts are also reviewed post any trading activity to ensure
propertrade execution and settlement. These accounts receive confirmation of activity reports post any
tradingactivity and on receive account statements on a quarterly and annual basis. These reports are
provided by the custodian or SMA Platform providerthat administers the account.

Item 14: Client Referrals and Other Compensation

Other Compensation

F-Squared Investment Inc. does not have any compensation agreements where we receive cash or other
economicbenefitfromsomeonewhoisnota client of oursin connection with providing services to our
clients.

Client Referrals

F-Squared Investment Inc. does not directly orindirectly compensate any person whois not a supervised
person of the firmfor clientreferrals.

Item 15: Custody

Itisour policy not to take custody of clients’ securities. As such, F-Squared Investment Inc. is not
granted access to ourclients’ accounts and does not have permission to withdraw, transfer, or
otherwise move funds or cash from any clientaccount (otherthan limited access toa small number of
“friends and family” and institutional accounts as described below). Custodians are typically selected by
the investmentadvisor, institutional client, or SMA Platform Manager.

F-Squared Investment Inc. maintains a small number of “friends and family” accounts through Folio
Advisors, an SMA Platform Manager for which it has limited access to view balances and execute trades
consistent with our models.

F-Squared Investment Inc. does not send out any statements to clients.

Item 16: Investment Discretion

F-Squared Investment Inc. serves asa model managerand as policy we do not accept discretion over
individual clients” accounts. F-Squared Investment Inc. does have limited investment discretion over the
mutual fund assetsthatit sub-advises. This discretionis limited to advising on the trade allocations
withinthe fund to match our investment models as outlined in the sub-advisory agreement with the
investment company.

F-Squared Investment Inc. also maintains limited discretion overasmall number of “friends and family”
accounts through Folio Advisors, an SMA Platform Manager. The discretion forthese accounts involves
limited access to balance inquiries and execution of trades in accordance to the models forwhich the
clients have subscribed.
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F-Squared Investment Inc. also maintains limited discretion overasmall number of institutional
accounts. The discretion forthese accountsinvolves limited access to balance inquiries and execution of
tradesin accordance to the models for which the clients have subscribed.

Item 17: Voting Client Securities

F-Squared InvestmentInc. serves as amodel managerand as a matter of firm policy and practice, does
not accept authority to vote proxies on behalf of clients. Clients may receive a copy of our proxy voting
policy and procedure upon request.

As a model manager, underlying securities are held in the name of the clientand underthis structure
they will retain the responsibility for receiving and voting proxies forany and all securities maintainedin
client portfolios. Generally, proxies or othersolicitations will be received by the client directly from the
custodian or transferagent. Clients are encouraged to contact their SMA Platform Manager or
Investment Adviser or Custodian with questions related to proxies and solicitations. If clients need
furtherassistance with this process, they may contact F-Squared Investment Inc. at 866-288-7657 with
any questions related.

Item 18: Financial Information

F-Squared InvestmentInc. does notrequire orsolicit payment of fees in advance of services rendered
and as such, we have not included a balance sheet.

As describedin section 16 above, F-Squared Investment Inc. maintains limited discretionary authority as
a sub-adviseron one mutual fund, afew institutionalaccounts and on a small number of “friends and
family” accounts. In both circumstances described initem 16, F-Squared does not take custody of client
assetsand only directstradesinaccordance with our models. F-Squared does not have any financial
conditionsthat would be reasonably likely toimpair ourability to meet contractual commitments to
clients.

F-Squared Investment Inc. has neverbeen the subject of a bankruptcy petition.
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