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The Portfolio Navigator funds

Performance
Quarter ending
6/30/16

VP – Aggressive Portfolio
VP – Aggressive Portfolio (Class 2)1
With Maximum Fees2
Aggressive Portfolio Benchmark3
VP – Moderately Aggressive Portfolio
VP – Moderately Aggressive Portfolio (Class 2)1
With Maximum Fees2
Moderately Aggressive Portfolio Benchmark3
VP – Moderate Portfolio
VP – Moderate Portfolio (Class 2)1
With Maximum Fees2
Moderate Portfolio Benchmark3
VP – Moderately Conservative Portfolio
VP – Moderately Conservative Portfolio (Class 2)1

3 month

YTD

1 year

3 year

5 year

Since
Inception*

0.83%
-3.21%
1.58%

0.83%
-3.21%
2.07%

-2.22%
-6.13%
-0.01%

6.04%
4.61%
7.63%

5.98%
5.12%
7.77%

7.97%
7.25%
–

1.19%
-2.85%
1.72%

1.80%
-2.27%
2.76%

-0.84%
-4.81%
1.27%

5.43%
4.01%
7.07%

5.45%
4.60%
7.16%

7.15%
6.44%
–

1.46%
-2.60%
1.82%

2.46%
-1.64%
3.36%

0.41%
-3.60%
2.38%

4.84%
3.43%
6.39%

4.93%
4.08%
6.40%

6.35%
5.65%
–

1.77%

3.14%

1.77%

4.31%

4.29%

5.37%

With Maximum Fees2

-2.30%

-0.98%

-2.30%

2.91%

3.44%

4.67%

Moderately Conservative Portfolio Benchmark3
VP – Conservative Portfolio
VP – Conservative Portfolio (Class 2)1
With Maximum Fees2
Conservative Portfolio Benchmark3

1.92%

3.93%

3.45%

5.68%

5.61%

–

2.04%
-2.04%
2.06%

3.92%
-0.24%
4.56%

3.09%
-1.03%
4.61%

3.63%
2.23%
5.03%

3.66%
2.82%
4.87%

4.48%
3.79%
–

*Inception date - May 7, 2010
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.
Reflects fund fees and expenses; does not reflect charges or expenses imposed by the insurance company on subaccounts or
contracts. See Annual Fund Operating Expenses in Performance Disclosures section.
2
Maximum Fees, in addition to Fund Fees, reflects a deduction of a 4% premium expense 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 in any particular variable insurance product nor does it reflect the additional fees associated with cost of insurance charges or
optional insurance riders.
3
Composite indices are constructed to correspond with the broad asset class percentages in the current Portfolio Navigator funds of funds,
using the Russell 3000 Market Index (for equities), Morgan Stanley Capital International All Country World Index ex-U.S. (for international
equities), Barclays Capital U.S. Aggregate Bond Index (for bonds), and Citigroup 3-month U.S. Treasury Bill Index (for treasuries).
1

Quarterly Performance Commentary
by Columbia Threadneedle Investments
Economic and Capital Markets Review – 2Q’16
During the second quarter, diversified investors continued to benefit from owning a wide range of investments. This
trend, favoring strategies that incorporate a diversified approach to portfolio construction, carried over from the first
quarter and, importantly, was a turnaround from 2015 when some diversification efforts struggled to create value.
During both the first quarter and into the second quarter of this year, interest rate exposures in the form of global
government bonds continued to provide a boost to returns. For example, the long duration U.S. treasury bond, as
measured by the Barclays Long Term U.S. Treasury Index, posted a total return during the second quarter of 6.4%.
For the first half of the year, this same index is up 15.1%. Much of the affinity for U.S. treasury-related debt during
the quarter stemmed from the referendum in the United Kingdom (i.e. Brexit) which pushed demand for safe-haven
government bonds noticeably higher while driving bond yields to new record lows.
The global economy continues to suffer from significant spare capacity, and this is likely to limit the ability of most
central banks to engage in a full-blown tightening cycle. In the U.S., this includes the Federal Reserve Bank, which
runs the risk of pushing up the dollar too high if they raise rates aggressively. Nevertheless, yields in most markets
are now more likely closer to a fair value level, which could then argue for a more cautious stance with respect to
interest rate sensitive assets. This specific caution may extend to certain areas of the equity markets as well, such
as the hot performing utility sector and other stocks that tend to behave like bonds.
Global equity markets were most certainly impacted by the Brexit vote in the United Kingdom, however, the lasting
impact of that shift in European political and economic trends will take time to clearly interpret from an investing
strategy standpoint. The immediate fallout may have been most acutely felt in currency markets when only a few days
after the vote, the British pound sterling fell below $1.28. This level had not been seen in over 30 years and the
continued descent has stoked some concern that a crash in British commercial property values may unfold and
impact the wider economy. The property woes added to warnings from the Bank of England that Brexit effects were
already taking hold, as well as a slew of recent economic figures pointing to a sharp slowdown in growth. Still, while
many of these global issues remain at the forefront of investors’ minds heading into the third quarter, they did not
have an overly burdensome impact on U.S. domestic equity market performance during the second quarter. In fact,
the Russell 3000 Index, a broad measure for U.S. equities, posted gains in the second quarter of 2.6%. U.S. small
cap equities, measured by the performance of the Russell 2000 Index, advanced approximately 3.8% over the
quarter. Standing in contrast to the performance of domestic markets were the results generated by overseas
developed market equities. As measured by the MSCI EAFE Index, returns for foreign developed market equities
during the quarter fell -1.5%. Emerging market equities did manage to generate a small positive return which
registered near 0.7% as measured by the MSCI Emerging Market Index.
As discussed above, long duration fixed income assets within global government bond markets helped lead bond
markets higher during the second quarter. U.S. bond markets, as measured by the performance of the Barclays U.S.
Aggregate Bond Index, posted returns of approximately 2.2% in the quarter. Risk premiums within credit markets also
improved and helped corporate debt advance at a healthy clip during the quarter. High yield corporate bonds, as
measured by the Barclays U.S. Corporate High Yield Index, generated a return of 5.5% in the quarter. Current
conditions across the globe call for a continued pause in the Federal Reserve policy tightening efforts. We’re closely
following inflation trends and labor markets to gauge the likelihood of a return to talk of raising rates from the Fed
later this year. Even with the noticeable drop in yields, U.S. Treasury yields remain more attractive on a relative basis
versus other major foreign government bonds. In fact, some estimates now peg the level of negative yielding global
government bonds at $11.7 trillion in debt outstanding. Further compression of yields across global developed
countries into negative territory will put pressure on our yield curve and result in further flattening of the yield curve.
Finally, elevated global risk accelerates demand for safe-haven assets. Following Brexit, investment grade corporate
bonds, U.S. Treasuries and even some U.S. risk assets, will now look considerably more attractive given the
continued resilience of the U.S. economy.

Portfolio Navigator Funds – Performance Drivers in 2Q’16
All five of the funds in the Portfolio Navigator series posted positive returns during the quarter, rising by a little less
than 1% for the Variable Portfolio – Aggressive Portfolio up to a return of 2.0% for the most conservatively positioned
fund in the line-up (net of fund fees).
The portfolios that had lower equity exposure, and a more defensive posture overall, continued to generate the best
results within the product suite. The funds underperformed versus their respective prospectus blended benchmarks
and this was driven primarily by manager performance in underlying funds with strategies targeting both international
equities and domestic U.S. equities. The contribution from underlying fund managers dedicated to core bond
positions was favorable across all of the funds.
The portfolio managers have some latitude and flexibility to tactically maneuver away from blended benchmark
exposure weights assigned to major asset classes. As such, the portfolios did reduce international developed market
equity exposure somewhat late during the quarter. And, net domestic equity exposure was also reduced slightly via
the sale of S&P 500 futures contracts. There were five different sub-advisor changes that took place during the
second quarter. These sub-advisor changes are part of an ongoing effort to continuously improve the results of the
underlying funds that feed into overall fund-level performance.
During the quarter the VP Conservative Portfolio returned 2.04%, the VP Moderately Conservative Portfolio returned
1.77%, the VP Moderate Portfolio returned 1.46%, the VP Moderately Aggressive Portfolios returned 1.19% and the
VP Aggressive Portfolio returned 0.83% (all figures net of investment management fees).
Some of the underlying funds that served as key contributors, as well as detractors, from relative results 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 – Long Government/Credit Fund
• Columbia VP – Intermediate Term Bond Fund
• VP – Partners Small Cap Growth Fund
• VP – MFS Value Fund
• Columbia VP – Emerging Markets Fund

Source: Columbia Threadneedle Investments, as of 6/30/16

Detractors
• VP – Oppenheimer International Growth Fund
• Columbia VP – Disciplined Core Fund
• VP – MFS Blended Research Core Equity Fund
• VP – Wells Fargo Short Duration Government Fund
• VP – NFJ Dividend Value Fund
• Columbia VP – Select International Equity Fund
• VP – Lazard International Equity Advantage Fund

Market Outlook
As we head into the third quarter we’ve established a slightly defensive posture directed at equity risk taken within
the funds. Many economic indicators are drifting towards recessionary levels and some of our models have moved
decisively negative. Still, some evidence of oversold conditions within equity markets and extremes in negative
sentiment especially tied to international markets suggest a bounce in equities. Within global equity markets we are
not seeing strong and consistent geographic preferences emerge from our modeling research work. The general
preference for emerging markets over foreign developed markets from a valuation standpoint remains intact. And, our
ranking for U.S. equities has risen. As a result, we have maintained a small tactical position in emerging market
equities while shifting foreign developed market equity exposure to a small tactical underweight position.
Correspondingly we have raised our U.S. equity exposure from a slight tactical underweight to now near a neutral
position.
Within fixed income, high yield corporate bond yields have come down noticeably over the past several months.
Combining this fact with a lack of further reduction in expected risk premiums over the near term, we remain neutral
with our positioning tied to high yield bonds. Other spread sectors are similarly positioned, with investment grade
bonds offering better risk-adjusted return. As a result, we remain modestly overweight in investment grade corporate
bonds. With respect to interest rates, our overall duration framework responded strongly to post Brexit dynamics,
detecting the shift in conditions that have boosted long duration assets. The extent to which these favorable changes
have already been priced in is debatable but the dynamic of negative correlation for these assets is still evident and
we believe a neutral duration stance is warranted.
If fundamental conditions deteriorate from here, the move in bonds will be validated but risk assets could come
under pressure. In this scenario, how much more protection we can realistically expect from bonds is a paramount
question that investors must consider. Stabilizing portfolios in the second half of the year may require deliberate
de-risking rather than simply relying on the natural mechanism of action woven into diversification strategies that
worked so well during the first half of the year. On the other hand, should fundamental conditions improve over the
second half of the year, then safe-haven assets, like U.S. government and agency bonds, may be poised to reverse
some of their recent gains.
Finally, we see a need for increased diversification in light of what is a somewhat questionable outlook for stocks and
as a hedge against the potential for diminished effectiveness of diversification coming from bonds. Overall, the
concept of expanding our diversifying components remains a priority. Commodities and other absolute return oriented
strategies offer some potential in fulfilling this goal.

Blended benchmarks

Russell 3000 Index
MSCI EAFE
Barclays Capital U.S. Aggregate Bond Index

VP –
Aggressive
Portfolio

VP –
Moderately
Aggressive
Portfolio

VP –
Moderate
Portfolio

VP –
Moderately
Conservative
Portfolio

VP –
Conservative
Portfolio

56.0%
24.0%
20.0%

46.0%
19.0%
35.0%

35.0%
15.0%
50.0%

24.0%
11.0%
65.0%

14.0%
6.0%
80.0%

Russell 3000 - an index of the largest 3,000 U.S. stocks by market cap.
MSCI EAFE - an index of developed international stock markets.
Barclays Capital U.S. Aggregate Bond - an index of high-quality government and corporate bonds.

Columbia Threadneedle Investments (“Columbia Threadneedle”) is the global brand name of the Columbia and Threadneedle group of
companies.
Insurance product fees will affect performance and can be found in the performance reports located at RiverSource.com > Insurance >
Performance.

Variable life insurance is a complex investment vehicle that is subject to market risk, including the potential loss of
principal invested.
There is no guarantee that investment objectives will be satisfied or that return expectations will be met. Asset allocation
does not assure a profit or protect against a loss in declining markets.
Please carefully consider the investment objectives, risks, charges and expenses of any variable fund and its related
variable policy before investing. For variable fund and variable policy prospectuses, which contain this and other
important information, call 1-800-333-3437. Please read the prospectuses carefully before you invest.
Portfolio Navigator:
These funds are sold exclusively as underlying investment options of variable annuity and variable universal 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, an affiliate of RiverSource Life. RiverSource Life, Columbia Management and
their affiliates may receive revenue related to assets allocated to the funds. Prior to allocating contract or policy values to a subaccount
that invests in one of the funds, you should read the description contained in the applicable variable product and fund prospectuses.
Index performance is provided for illustrative purposes only and does not reflect the fees and expenses of investing in variable products.
Indices are not intended to represent specific investments. Investors cannot invest directly in an index.
Investing in certain funds involves special risk, such as those related to investments in foreign securities, small- and mid-capitalization
stocks, fixed income securities (especially high-yield securities), and funds which focus their investments in a particular sector. See each
fund’s prospectus for specific risks associated with the fund.
Annual Fund Operating Expenses (expenses you pay each year as a percentage of the value of your
investment)

Variable Portfolio
riversource.com/insurance
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Aggressive

Moderately
Aggressive

Moderate

Moderately
Conservative

Conservative

1.07%

1.03%

0.99%

0.93%

0.88%

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.
© 2014-2016 RiverSource Life Insurance Company. All rights reserved.

