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ACTUAL INTELLIGENCE

The Real Alpha
Behind “Al” Hype
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Executive Summary

Artificial Intelligence (A.l.) has swept across the investment
industry—mostly in name, rarely in practice. While many
asset managers either invest in Al companies or use
automation behind the scenes, few have fundamentally

changed how portfolios are built.

NextFolio has pioneered a new approach called Ensemble
Active"—a platform for building high-conviction, style-
consistent portfolios using real-time fund holdings and
machine learning. The driver behind Ensemble Active™ is
what we call Actual Intelligence: the combination of
machine learning, real-time holdings, and human

iInvestment expertise.

Rather than relying on the flawed structure of traditional
active management—overdiversified portfolios that dilute
manager skill and single predictive engines with low
accuracy—Ensemble Active™ reshapes equity investing with
dynamic, diversified, data-driven insight from the industry’s

top institutional managers.
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Artificial Intelligence in Asset
Management: More Hype than Help

Most asset managers using Al today fall into two categories:

Investors in Al: Allocating capital to Al-related companies,
often in thematic funds.

4 )
Tinkering Technologists: Using Al for operational
efficiencies (chatbots, trade processing, sentiment
analysis), while stock selection and portfolio construction
remains largely unchanged.

- )

Neither approach addresses the problems in active
management:

% Suboptimal manager selection and allocation
Excess diversification that dilutes skill

High fees without commensurate outperformance
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Actual Intelligence: \What
Makes Ensemble Active™ Different

Ensemble Active™ is built on a radically different foundation:

@ Real-time replication of institutional fund holdings

® Use of ensemble methods—a branch of machine learning

that combines multiple predictive models to improve
forecasting accuracy

® High-conviction, low-ballast portfolios constructed with
purpose from elite fund manager insights

Think of it this way:

Traditional managers are like a single player on the court.
Ensemble Active™ is an all-star team, drawing on the combined
strength of multiple proven players working together to win.
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How It Works

Replicate the Best

Our system replicates the daily holdings of 2,000+ U.S.
mutual funds and ETFs with 99.4% return correlation.

Identify Conviction

Machine learning surfaces stocks with the highest
conviction across managers—not just what they hold,
but the strength of their positions.

»3 Construct with Purpose

NextFolio portfolios use 10-15 elite funds as predictive,
resulting in a focused 50-stock portfolio with elevated
active share, institutional-grade construction, and
lower fees.
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Active U.S. equity managers have seen nearly $3 trillion in
outflows over the past decade (Morningstar).

Investors still want alpha—-but without outdated fees,
closet indexing, or guesswork. Ensemble Active™ offers a
scalable, systematic way to access conviction-driven,
high-quality portfolios built on institutional insights.
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Alpha Needs Actual Intelligence

The next generation of active investing isn’t about machines
replacing humans. It’s about using technology to elevate
human intelligence—not replace it.

At NextFolio, we call that Actual Intelligence (man +
machine), and it’s the engine behind every portfolio we build.
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Thank You

w® Learn more at www.nextfolio.ai

@j?) Listen to the podcast: Ensemble Active” in Just 12 Minutes

&

© Watch The Video: Ensemble Active™ Overview (2 Minutes)

If you'd prefer a quick call or one-on-one discussion:

Book a Meeting

Schedule a meeting at your convenience and let’s talk.



