Empire Life Emblem Portfolios: Asset Allocation Update

Update from the Asset Allocation Oversight Team July 12, 2016

Summary of Asset Allocation Decisions

Asset Class Current Asset Allocation Positioning
. Fixed Income Underweight
. Canadian Equity Overweight
B us Equity Overweight
International Equity Underweight
Neutral Allocation* Current Target Allocation (change from prev.)
Fixed Canadian US. International Fixed Canadian US. International
Emblem Portfolio Income Equity Equity Equity Income Equity Equity Equity
Diversified Income 80.0% 10.0% 5.0% 50%  755%(-3.0%)  16.5%(+2.0%)  5.5%(+1.5%) 2.5% (-0.5%)
Conservative 65.0% 25.0% 5.0% 50%  63.0%(-2.5%)  26.0% (+1.0%)  8.5% (+2.0%) 2.5%(-0.5%)
Balanced 50.0% 35.0% 75% 75%  49.0%(-3.0%)  36.5% (+0.5%)  11.0% (+2.5%) 3.5%
Moderate Growth 35.0% 45.0% 10.0% 100%  32.0%(-4.0%)  48.0% (+2.0%) 16.0% (+2.0%) 4.0%
Growth 20.0% 60.0% 10.0% 100%  16.5%(-3.5%)  615%(+0.5%) 18.0% (+3.0%) 4.0%
Aggressive Growth - 75.0% 12.5% 12.5% - 69.0%(-3.0%)  25.0% (+3.0%) 6.0%

*Neutral allocation is based on the Fund's respective long-term strategic asset allocation

Rationale

Key takeaway: Tactically Increased Canadian Equity, U.S. Equity; Decreased Fixed Income (Cash)
Tactical View:

On June 231, British voters surprised the markets with their decision to leave the European Union. Immediately following the result, markets
reacted in an unsurprising manner with equities selling off, and the usual safe havens — bonds, gold, and the U.S. dollar - rallying.

As calmer heads prevailed, supported by expectations of further central bank support, stock markets staged a strong relief rally to end the quarter
and extending into the current quarter. The S&P 500! managed to reach a new all-time high at the time of writing.

In our view, however, Britain's vote incrementally raises the probability of another similar geopolitical risk event. It may provide justification
to other countries with brewing nationalistic sentiment to move ahead with their agendas. At the moment, the fallout from Britain's vote seems
to be manageable, given market reaction. The next “shoe to fall’, however, may not be.

As a result, we have tactically increased target allocations to U.S. and Canadian equities, adding exposure to gold mining stocks in
the latter. These additions have been funded by a reduction in cash holdings. We believe this will better position the portfolios for downside
surprises, but also upside participation should equity markets grind higher.

Recent U.S. equity market performance supports our view that it is the most resilient among the developed world. It has withstood an earnings
decline, stagnant overseas economic growth, a plunge in oil prices, negative interest rates in some countries, the threat of interest rate
increases from the Federal Reserve and recent geopolitical turbulence. We believe U.S. equities provide the most attractive downside protection
characteristics on a currency-adjusted basis.

Gold stocks rallied in the immediate aftermath of Britain's vote, but continued to rally as equities bounced back. This is perhaps explained by
market expectations of further central bank stimulus pushing bonds yields lower - and a growing number into negative territory — which is
positive for gold. Should another geopolitical risk event develop, we believe gold stocks will likely benefit further.

! Standard & Poor's 500 Index
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Important Information

Empire Life Investments Inc. is the Portfolio Manager of the Empire Life segregated funds. Empire Life Investments Inc. is a wholly-owned
subsidiary of The Empire Life Insurance Company.

Empire Life Emblem GIF Portfolios currently invest primarily in units of Empire Life Mutual Funds.

A description of the key features of the individual variable insurance contract is contained in the Information Folder for the product being considered.
Any amount that is allocated to a Segregated Fund is invested at the risk of the contract owner and may increase or decrease in value.

Policies are issued by The Empire Life Insurance Company.

Empire Life Investments Inc. is the Manager of the Empire Life Emblem Portfolios and Empire Life Mutual Funds (the "Portfolios” or “Funds”).

The units of the Portfolios and Funds are available only in those jurisdictions where they may be lawfully offered for sale and therein only by
persons permitted to sell such units.

This document includes forward-looking information that is based on the opinions and views of Empire Life Investments Inc. as of the date stated
and is subject to change without notice. This information should not be considered a recommendation to buy or sell nor should they be relied
upon as investment, tax or legal advice. Information contained in this report has been obtained from third party sources believed to be reliable,
but accuracy cannot be guaranteed. Empire Life Investments Inc. and its affiliates does not warrant or make any representations regarding the use
or the results of the information contained herein in terms of its correctness, accuracy, timeliness, reliability, or otherwise, and does not accept
any responsibility for any loss or damage that results from its use.

Commissions, trailing commissions, management fees and expenses all may be associated with mutual fund investments. Please read the
prospectus before investing. Mutual funds are not guaranteed, their values change frequently and past performance may not be repeated.

®Registered trademark of The Empire Life Insurance Company - used under license.
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