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The Portfolio Directions funds

Performance
Quarter ending
9/30/16

VP – Multi-Manager Diversified Income Fund
VP – Multi-Manager Diversified Income (Class 2)
M&E fee and max surrender charge2
Blended benchmark
Bloomberg Barclays U.S. Aggregate Bond Index
VP – Multi-Manager Interest Rate Adaptive Fund
VP – Multi-Manager Interest Rate Adaptive (Class 2)
M&E fee and max surrender charge2
Blended benchmark

3 month

YTD

1 year

Since
Inception1

3.24%
-4.45%
3.08%
0.46%

9.67%
0.98%
10.64%
5.80%

10.24%
1.26%
10.58%
5.19%

3.48%
-0.85%
–
–

2.21%
-5.40%
2.00%

7.73%
-0.80%
7.95%

7.15%
-1.56%
7.27%

2.45%
-1.83%
–

0.07%

0.19%

0.20%

–

Citigroup 3-Month T-Bill Index

Performance data shown represents past performance and is not a guarantee of future results. The investment return and principal
value of an investment will fluctuate so that shares, when redeemed, may be worth more or less than their original cost. Current
performance may be lower or higher than the performance data shown. Please call 1-800-333-3437 for performance data current to
the most recent month-end.
1
2

 ates of Inception: June 24, 2014
D
Reflects performance with the following fees deducted: RAVA 5®Advantage (10-year surrender charge schedule) M&E of 0.95%, $30
annual contract charge and an 8% declining surrender charge. This line is intended to demonstrate the effect that fees and expenses
could have on performance, and is not intended to reflect actual fees and charges incurred by an investor nor does it reflect the
additional fees associated with other optional benefits.

Expense Ratio*
The Portfolio Directions funds’ net/gross expenses are: VP-Multi-Manager Diversified Income Fund 0.91%/4.54% and VP-Multi-Manager
Interest Rate Adaptive Fund 1.04%/4.04%.
*E
 xpense Ratio: The expense ratios for the funds are from the most recent prospectuses. The funds’ investment manager and/or
certain of its affiliates have contractually and/or voluntarily agreed to waive fees and/or to reimburse certain fees and expenses
of the funds. Voluntary waivers/reimbursements arrangements, if any, may be discontinued at any time and contractual waivers/
reimbursements terminate at specific dates. See the funds’ prospectuses for additional details.

Blended benchmarks
Primary Benchmark

Multi-Manager
Diversified Income Fund
Bloomberg Barclays U.S.
Aggregate Bond Index

Multi-Manager
Interest Rate Adaptive Fund
Citigroup 3-Month T-Bill Index

Blended Index
Bloomberg Barclays U.S. Aggregate Bond Index
Bloomberg Barclays U.S. High Yield Index
Bloomberg Barclays 1-5 Year Credit Index
JP Morgan EMBI Index
Russell 1000 Index
Citi 3-Month T-Bill Index

40%
35%
N/A
15%
10%
N/A

35%
25%
20%
10%
N/A
10%

Bloomberg Barclays U.S. Aggregate Bond Index – an index representing the U.S. investment-grade, fixed-rate bond market.
Bloomberg Barclays U.S. High Yield Index – an index representing fixed-rate, noninvestment-grade debt.
Bloomberg Barclays 1-5 Year Credit Index – an index of short-term U.S. corporate and government bonds with maturities of one to five years.
JP Morgan EMBI Index – an index that tracks debt securities of emerging markets.
Russell 1000 Index – an index representing large-cap stocks.
Citi 3-Month T-Bill Index – an index representing monthly return equivalents of yield averages of the last 3 month Treasury Bill issues.

Quarterly Performance Commentary
by Columbia Threadneedle Investments
Economic and Capital Markets Review – 3Q’16
Global stocks led the way in the third quarter as the post-Brexit push continued in favor of risk assets. Stocks
outperformed bonds as the Russell 3000 Total Return Index gained 4.4% versus 0.5% for the Bloomberg Barclays
U.S. Aggregate Total Return Index. Within fixed income markets, high yield corporate bonds were the standout,
returning 5.5% during the quarter, using the Bloomberg Barclays High Yield Corporate Bond Index as a proxy.
Emerging market bonds in USD was next with a return of 3.7%, and, U.S. Treasuries were one of the worst performers
with the Bloomberg Barclays US Treasury Index posting a total return loss of -0.3%.
In equity markets, international equities outperformed domestic U.S. stocks. In fact, the MSCI Emerging Markets and
EAFE indices both outpaced the domestic oriented Russell 3000 Index by several percentage points during the
quarter. Emerging Markets are now up 16% year-to-date (in USD) and this return is notable when compared to the
8.2% advance for the Russell 3000 Index year-to-date. In U.S. dollars, the MSCI Emerging Markets Index added 9.0%
in 3Q, while the MSCI EAFE posted a 6.4% gain. The EAFE tracks foreign developed market equity performance.
Commodities plunged in July, but rebounded thereafter, led by improving price trends for oil.
During the third quarter, volatility across equity markets remained mostly subdued. In fact, from July 11 through
September 8, the S&P 500 Index posted 43 consecutive days without a 1% move in either direction. As the U.S.
10-year Treasury yield has backed-up since hitting an all-time low on July 5, equity bond proxies (e.g. high dividend
yielding stocks in the Utilities, Telecom, and Consumer Staples sectors) have underperformed sharply. In recent
weeks we’ve also observed peripheral European equities beginning to lag the core of Europe (France, Germany, UK)
by a rather significant margin. With some nasty performance and renewed scrutiny directed at large banking
institutions across Europe these situations bear watching with a close eye of scrutiny. There are legitimate concerns
over the structural integrity and solvency of certain banking institutions across the Eurozone.
The backdrop of extended easy monetary policies received a stay of execution in recent weeks as the U.S. Fed held
its ground and reduced their target path for future rate hikes. The Bank of Japan (BOJ) also indicated an interest to
overshoot on inflation targets and seek to drive their yield curve steeper. These central bank actions should allow for
some reprieve in the negative forces swaying interest rate sensitive assets down in recent weeks. However, inflation
expectations and the prospects for an extension of the business cycle make risks associated with correlated losses
across markets still elevated. Still, a temporary inflation overshoot would be a good thing as actual inflation has
undershot global central bank target levels for most of the post-crisis period.
The service sector has shown some signs of life in recent weeks, with improved Institute of Supply Management
(ISM) non-manufacturing readings and a rebound in factory orders. The overall tone of recent economic data has
been soft, though, as real GDP likely grew by only around 2% in the third quarter. Even with this mostly sluggish yet
positive trend in growth, there are some signs of improvement on the horizon. Real sales to private domestic
purchasers, a good measure for consumer demand, has grown by 3.1% (annualized rate) since the start of 2014. It
grew by 2.4% in the four quarters ending in Q2 of this year, compared to GDP growth of only 1.3%. This suggests the
combination of a stronger dollar, inventory destocking, and tight fiscal policy has depressed growth. These headwinds
should recede going forward. Regardless of who wins the presidential election, a bipartisan consensus is emerging in
favor of more infrastructure spending. If fiscal policy does emerge as a viable path forward for lawmakers then its
impact should help support economic growth in the future.

Portfolio Directions Funds – Performance Drivers in 3Q’16
Both funds within the Portfolio Directions series posted positive overall returns during the third quarter. The VP--MultiManager Diversified Income Fund was up a little more than three percent during the quarter, while the VP--Multi-Manager
Interest Rate Adaptive Fund was up a little more than two percent (net of investment management fees). In addition,
both funds beat their respective blended benchmarks during the three month period. Relative peer group performance
via Morningstar peer group rankings was favorable.
Some of the largest contributors to returns for both the VP--Multi-Manager Diversified Income Fund and the VP--MultiManager Interest Rate Adaptive Fund, versus their respective blended benchmarks, came from exposure directed at
high yield corporate bonds and emerging market bonds. These overweight positions proved beneficial to performance.
An area that detracted from performance for both funds was manager performance in the high yield bond space. While
high yield strategies did outperform many areas of the bond market, one of the managers used within the funds took a
more cautious approach and in turn this led to some underperformance within that segment of the portfolios.
During the quarter the VP--Multi-Manager Diversified Income Fund returned 3.24%. The VP--Multi-Manager Interest Rate
Adaptive Fund returned 2.21% (all figures net of investment management fees but gross of annuity contract fees and
related expenses).
Some of the underlying funds that served as key contributors and detractors from results versus blended benchmarks
during the quarter are shown below (please note that an underlying fund being a contributor or detractor is not
necessarily indicative of how it performed relative to its own benchmark). Not all funds shown below are held inside
each fund at the same exposure weight. As a result, the impact of each contributor/detractor will vary by fund.
Contributors
• Columbia VP
• Columbia VP
• Columbia VP
• Columbia VP

–
–
–
–

Emerging Market Bond Fund
US Government Mortgage Fund
Intermediate Bond Fund
Limited Duration Credit Fund

Detractors
• Columbia VP – Disciplined Core Fund
• iShares 20+ Year Treasury Bond ETF
• VP – AQR Managed Fund
• Columbia VP – High Yield Bond Fund*

Source: Columbia Threadneedle Investments, as of 9/30/16
*The High yield credit strategy underperformed its assigned high yield benchmark, which served as a detraction versus relative
performance, but the asset class overall outperformed versus the broad US bond market which was additive to overall returns.

Market Outlook
Although opportunity for improved economic growth exists, the current situation has been marked by what appears to
be a rather real stagflation type of environment.
Growth without acceleration, labor cost pressures, uncertainty over the outcome of the U.S. presidential elections;
weak earnings growth and diminished buyback activity; and concerns about European banks all pose near-term risks
to stocks.
A Fed policy hike in December points to slightly tighter financial conditions for the next six months (meaning higher
volatility) which the markets still need to digest. Even with this backdrop, we see recession risks as low over the
near-term but higher one year out. The fact that autumn has historically been a difficult season for risk assets only
adds to the pressure.
While an emergence of populist sentiment could boost the chances for new fiscal stimulus, we remain structurally
neutral on global equities. Expected returns across global asset classes will likely be lower over the coming years
than long-term historical averages. Along with those lower returns, market volatility could march higher as well. As a
result, investor’s risk/reward trade-off becomes diminished. A new way of thinking about building portfolios is
required to navigate these types of market conditions. In order to generate positive risk-adjusted returns we believe
investors must embrace enhanced tools and strategies to navigate this new paradigm of higher volatility and low
return market expectations. We believe that a flexible approach will be required moving forward.
Finally, as the uncertainty around the outcome of the elections here in the U.S. fades, global equity markets may be
able to resume their advance northward. Over the remainder of the year, we will continue to follow all of these events,
and more, in an effort to deliver efficient risk-adjusted returns for the funds and shareholders.

Columbia Threadneedle Investments (Columbia Threadneedle) is the global brand name of the Columbia and Threadneedle group of companies.
Portfolio Directions. These funds are sold exclusively as investment options within variable annuity products and life insurance products
offered by RiverSource Life Insurance Company and RiverSource Life Insurance Co. of New York (collectively, RiverSource Life). The funds are
managed by Columbia Management Investment Advisers, LLC (Columbia Management), an affiliate of RiverSource Life. Columbia Management,
RiverSource Life and their affiliates may receive revenue related to assets allocated to these funds. Please read the product and fund
prospectuses carefully before investing.
There is no guarantee that the Portfolio Directions funds will achieve their investment objectives, and you could lose money. By investing in a
combination of underlying funds (among other investments), the funds have exposure to the risks associated with many areas of the market.
The market value of securities may fall or fail to rise, or fluctuate, sometimes rapidly or unpredictably. Foreign and emerging markets investing
presents increased risk potential. There are risks associated with fixed income investments, including interest rate risk and the risk that the
counterparty to the instrument may not perform or be unable to perform its obligations, including making payments. Investments in high-yield
(junk) securities could expose the funds to a greater risk of loss of principal and income than an investment in higher quality securities. The
use of derivatives introduces risks which are potentially greater than the risks of investing directly in the instruments underlying the derivatives.
These transactions also subject the funds to counterparty risk; the risk that derivatives used to protect against an opposite position may offset
losses, but may also offset gains; the risk that the instruments may be difficult to value; and the risk that it may not be possible to liquidate
the instruments at an advantageous time or price. Investment in exchange-traded funds (ETFs) subjects these funds to the risk that the ETF’s
holdings may not track its specified index. Fund investors bear both their proportionate share of the funds’ expenses and similar expenses
incurred through ownership of ETFs, as well as other underlying funds. For additional risk information, please read the fund prospectus.

You should consider the investment objectives, risks, charges and expenses of the variable annuity and its underlying
investment options carefully before investing. For a free copy of the annuity’s prospectus and underlying investment’s
prospectus, which contains this and other information about variable annuities, call 1-800-333-3437. Read the
prospectuses carefully before you invest.
RAVA 5 Advantage contract 411265 and state variations thereof, and contract ICC09 411265
with 411265-DPRA57 and 411265-DPRA510. Some features may not be available or may have
limitations in certain states. New York current RAVA 5 contract and rider numbers: RAVA 5
Advantage 411265-DPRA57NY and 411265-DPRA510NY.
riversource.com/annuities
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RiverSource Distributors, Inc. (Distributor), Member FINRA. Issued by RiverSource Life Insurance
Company, Minneapolis, Minnesota, and in New York only, by RiverSource Life Insurance Co. of
New York, Albany, New York. Affiliated with Ameriprise Financial Services, Inc.
© 2016 RiverSource Life Insurance Company. All rights reserved.
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