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Memorandum

Date:

To:

From:

Subject:

quarterly

PASSED

April27,2016

lnvestment Committee
Cal Poly Pomona Fouqf,ation, lnc.

, b-e/,**h
David F. PrEfoVost
Senior Managing Director/CFO

INVESTMENT HIGHLIGHTS - Third Quarter 2015-16

CiPiltPffi
Founilatlon

The Foundation's Endowment and General lnvestment Policies 130 and 131 requires a comprehensive quarterly
report of the investment portfolio's performance be provided to the members of the Investment Committee and Board
of Directors at each regularly scheduled meeting.

EN DOWMENT INVESTMENT PORTFOLIO
The Endowment lnvestment Portfolio (Portfolio) has a market value of $84.6 million at March 31, 2016 and is
over/under weighted by no more than 5.0%; please see Graystone's reports and capital market overview at for
further information.

GENERAL INVESTMENT PORTFOLIO
The General lnvestment Portfolio (Portfolio) has a current market value of $44.3 million at March 31, 2016 and is
slightly over weighted in equities and fixed income securities and under weighted in alternative investments and
real assets. Please see Asset Class ranges and policy target vs portfolio allocation as well as Graystone's and the
Common Fund's reports for further information.

Per the Foundation's Policy # 133, only the quarterly yield is distributed; for the 1't quarter the yield was 0.70% or

70 basis points and the scholarship programs received $21,129 and the Foundation programs received $175,917;

for the 2nd quarter the yield was 0.65% or 65 basis points and the scholarship programs received $19,182 and

the Foundation programs received $159,239; for the 3rd quarter the yield was 0.32% or 32 basis points and the

scholarship programs received $7,370 and the Foundation programs received $58,491; (net of Foundation

quarterly fee of 0.125o/o or twelve and a half basis points).

The Foundation has received capital call notices and has contributed $220,625 agatnst its commitment of $250,000
to Capital Partners lV and $642,000 against its commitment of $750,000 to Capital Private Equity Partners Vll. The
value of the Non-Marketable lnvestments are $838,678, please see Common Fund Summary lnvestment and
Performance Reports for further details.

The Alternative lnvestment in lnnovation Way infrastructure is $1.7 million and for the year-to-date fiscal year 2015-
16 was charged $28,979 by the Foundation per the terms of the investment. This alternative investment repaid

$300,000 in the first quarter of fiscal year 2015-16.

Recommended Action: The members of the lnvestment Committee have reviewed the comprehensive quarterly

investment reports and believe the reports are in compliance with the investment policies and recommends the
presented to the Board of Directors at their next regularly scheduled meetinginvestment

M. Goff, Chair
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C A P I T A L  M A R K E T S  O B S E R V A T I O N S  

Factors driving the capital markets and influencing asset values in the recent quarter… 

• Once again, central bank policies along with liquidity and other technical factors dominated asset prices during Q1…  

− Q1-2016 was a microcosm of 2015 with a twist, validating the “slow-growth, range-bound with elevated volatility” thesis. For 
example, the S&P 500 declined over -10% by mid-February, only to rebound over +12% to finish up +1.4% in Q1. WTI spot crude 
prices “stabilized” but ranged from $27 to $42 during Q1. Across other asset classes, sectors and geographies, Q1 returns 
showed more dispersion. Meanwhile, economic and corporate profit indicators continued to signal below average growth. 

− Familiar macro factors were catalysts for the early Q1 losses: Weak China growth and policy uncertainties, plunging energy 
prices, fears of debt defaults, and divergent central bank policies,. Constrained liquidity conditions added to volatility as the 
growing influence of systematic trading strategies amplified short-term price trends. Also in Q1, asset sales by Sovereign 
Wealth Funds added downside selling pressure – as SWFs raised cash to offset budget shortfalls due to falling oil revenues.  

− But these technical factors exhausted themselves by mid-Q1. Asset valuations, viewed as disconnected from fundamental 
realities, promptly reversed course and rallied into quarter-end. The most significant events in Q1 were the actions of the 
European Central Bank and the US Federal Reserve. The ECB expanded its asset purchase program, but stressed it would no 
longer pursue a zero interest rate policy (ZIRP), while Fed Chair Yellen lowered projections for future US rate hikes. Combined, 
these announcements could lead to less divergent policies, calming investors fearful of a policy mistake. 

 

1Q 2016 RECAP 

− The main twist or surprise in Q1 was the reversal of several prominent trends. Energy 
prices apparently bottomed amid expectations for improving supply/demand conditions, 
and the US dollar declined in response to the moves from the ECB and Fed. These 
reversals had a rippling effect across many asset groups. In short, losing trades from 2015 
became winners, and vice versa, catching many active managers off guard.  

− US equities were the least volatile in Q1 as large-cap and small-cap securities were +/-1%, 
but Developed Markets declined -3% (weakness in Japan, Europe). Risk assets sensitive to 
rising energy prices and a less-strong USD moved the most: EM and global Energy and 
Materials equities all gained +6% (as short-covering played a role). With stable/falling 
rates, long-duration US Treasuries gained +8% and global Utilities equities gained +9%. 

In a bow to market pressures and global 
financial conditions, ECB and Fed actions in 
March should lead to less divergent policies. 

5



3 

U S D  &  F E D  P O L I C Y  I M P A C T I N G  P E R F O R M A N C E  

1Q 2016 RECAP 

Strong US Dollar Hurting Oil Prices 
A strong USD has pushed oil prices lower, raising 

default risk for energy companies... Related selling 
pressure from SWFs added to Q1 volatility. 

Wider Credit Spreads 
Credit spreads were volatile in Q1 and 

are wider than average at +700, 
reflecting concerns over rising defaults. 
Energy bonds have traded at distressed 

levels of +1500 bps. 

Gradual Improvements in Global GDP Indicators 
Despite market volatility, fundamentals changed little in Q1. 
Most economies remain at below-average levels, but current 

indicators are improving versus expectations. 
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Asset Classes & Global Equity Sectors: Q1-2016 & CY-2015 

Q1-16
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Volatile Reversals in Q1 
Fed and ECB actions brought relief to troubled assets 

and sectors… Laggards from 2015 became Q1 leaders.  

Sources: Morgan Stanley & Co. Research, Graystone Consulting 6
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C A P I T A L  M A R K E T S  P E R F O R M A N C E  S U M M A R Y  

1Q 2016 

Sources: FactSet, Graystone Consulting; data as of 3/31/2016 
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Global Asset Class Returns QTD YTD
1 Year 

Return

1 Year 

Risk

Gold (Bloomberg) 16.40% 16.40% 3.93% 15.82%

BC 20+ Year UST 8.49% 8.49% 2.46% 9.26%

MSCI Emerging Markets 5.71% 5.71% -12.03% 22.37%

BC EM Debt (USD) 5.04% 5.04% 4.23% 5.17%

BC 7-10 Year UST 4.67% 4.67% 3.75% 4.30%

BC Corporate High Yield 3.35% 3.35% -3.69% 7.38%

BC Aggregate Bond 3.03% 3.03% 1.96% 2.33%

BC Mortgage Securities 2.82% 2.82% 3.15% 2.03%

S&P 500 Index 1.35% 1.35% 1.78% 14.04%

Bloomberg Commodity 0.34% 0.34% -19.67% 14.69%

Russell 2000 Index -1.52% -1.52% -9.76% 16.71%

HFRX Global HF Index -1.87% -1.87% -7.36% 4.46%

MSCI EAFE (Developed) -3.01% -3.01% -8.27% 16.37%

Global Equity Sectors (ACWI) QTD YTD
1 Year 

Return

1 Year 

Risk

Utilities 8.62% 8.62% 4.89% 13.36%

Telecomm 6.81% 6.81% 2.82% 13.91%

Energy 6.22% 6.22% -14.54% 23.77%

Materials 5.86% 5.86% -12.43% 23.37%

Consumer Staples 4.69% 4.69% 7.45% 11.70%

Industrials 3.43% 3.43% -1.82% 15.64%

Info Tech 1.49% 1.49% 1.94% 17.17%

MSCI ACWI (Net) 0.24% 0.24% -4.34% 15.21%

Consumer Disc -0.44% -0.44% -1.90% 15.47%

Financials -5.08% -5.08% -10.93% 17.75%

Healthcare -6.68% -6.68% -8.34% 14.85%

Note: 1-year risk reflects standard deviation of monthly returns.

Central bank policies along with liquidity and other technical factors dominated asset prices during Q1… 
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C A P I T A L  M A R K E T S  H I G H L I G H T S  

1Q 2016 

Sources: FactSet, MSCI Barra, Barclays Capital, S&P Capital IQ, Russell Investments, Bespoke Investment Group, HFRI 
 

US & Global Equities 

 Global equities fluctuated in Q1, initially falling on familiar 
growth concerns, then rebounding due mostly to liquidity-
driven technical factors like short-covering. SP500 gained 
+1.4%, but R2000 declined -1.5% and EAFE declined -3.0%. 

 Top-performers were sensitive to rising energy prices and a 
less-strong USD. Global Energy and Materials gained +6.2% 
and +5.9%, respectively. Emerging Markets gained +5.7%. 

 With interest rates falling in Q1, defensive yield-oriented 
assets performed well. Global Utilities gained +8.6%.  

 Healthcare (a top-weighted sector among active managers) 
declined -6.7% amid negative headlines (i.e. Valeant), but 
growth/value metrics remain favorable. Financials struggled 
with ZIRP fears, but stabilized in late Q1 on ECB/Fed actions. 

Global & Specialty Fixed Income 

 Interest rates declined in Q1 due to sub-par growth and 
tightening financial conditions resulting from currency 
moves. The yield on the UST 10-year closed at 1.77%, down 
50 basis points in Q1. BC UST 7-10-year index gained +4.7%.  

 The BC Aggregate Index gained +3.0% as intermediate USTs 
and high-quality corporate bonds benefited from lower rates. 

 Credit spread strategies were exceptionally volatile in Q1. 
Spreads on high yield bonds widened by ~200 basis points 
mid-quarter, only to fully recover and close at +703; heavy 
redemptions early in Q1 were abruptly followed by large 
inflows. BC Corporate High Yield gained+3.4% in Q1. 

 In response to Fed & ECB actions, especially a less-strong 
USD, Emerging Markets debt gained +5.0% in USD terms.  

Commodities & Real Assets 

 Bloomberg Commodity Index finished +0.4% in Q1 with 
dispersion across sub-sectors. Despite stabilization in spot 
crude prices, energy commods still finished -9%. Gold rallied 
+16% on sub-par growth, falling rates, and deflation fears.  

 S&P Global infrastructure rallied +8.7%. Resources-related 
equities gained along with income-oriented Utilities. Alerian 
MLPs declined -4.2% on credit concerns and fund outflows.  

 Real estate securities gained as cash-flow generating assets 
benefited from falling interest rates. NAREIT All REITs Index 
(including mortgage and equity REITs) gained +5.9%.    

Hedge Funds & Alternative Strategies 

 The HFRX Global Hedge Fund Index declined -1.9% in Q1. 
Across various strategies, funds struggled amid volatility, 
abrupt reversals, and non-fundamental price moves.  

 Due to risk protocols, managers cut exposures mid-quarter 
amid losses, then lagged during the ensuing rebound. Long 
(Healthcare, Japan, USD) and short positions (Energy/ 
Materials, Emerging Markets, HY bonds, Yen) both suffered.   

 Equity Hedge and Relative Value declined -2.9% and -2.8%, 
impacted by the factors listed above. Macro/CTA strategies 
were flat at +0.1%, but Event Driven declined -1.2%.  
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C A P I T A L  M A R K E T S  P E R S P E C T I V E S  &  P O S I T I O N I N G  

Current market views that shape our portfolio positioning and performance expectations… 

• Perspectives: 

− Risk Assets > Safe-Haven in a Low-Return Environment: Continue to favor risk assets over safe-haven assets for the 
foreseeable future. However, in a “range-bound” low-return market, the expected return advantage for broadly-diversified 
risk assets (primarily US and Developed Markets equities) over safe-haven (primarily high-quality bonds) could be modest.  

− Volatility Persists: Fed Policy shift to be gradual, but growth concerns, geopolitical risk, and liquidity factors add to volatility.  

− Security Selection: No obvious macro calls/trades. Security selection continues to be vital for both equities, fixed income. 

− Active-Passive: Passive index funds can provide baseline beta exposures (at a low cost) and a “hedge” to active management, 
allowing active allocations to be structured with managers/strategies that take a more targeted/concentrated approach. 

• Positioning: 

− In equities, we favor US and Developed Markets over Emerging Markets due to stability. Modestly above target in US and DM 
equities (primarily Europe and Japan); neutral and highly-selective in Emerging Markets, looking for signs of improvement. 

− In fixed income, we favor yield advantages and stable/improving credit fundamentals with controlled interest rate risk. This 
spans a mix of sub-sectors/strategies. However, as the credit cycle ages, we see a more selective/opportunistic environment 
for spread strategies (i.e. high-yield corporates and EM debt), so we favor a gradual quality upgrade into and more safe-haven 
assets. Fixed income allocations are at the low end of the allowable range, but tilted to defensive-oriented assets. 

− Allocations to real assets  (where applicable) should be balanced across various public or private assets that offer inflation-
protected cash flows, and should avoid being overly dependent on cyclical growth betas which remain uncertain/volatile.  

− Across hedge fund strategies, (1) we favor less beta-driven and more alpha-oriented strategies with less directional exposure, 
such as relative value and market neutral in both global equities and credit; (2) we favor event driven equity, but less so as the 
M&A cycle advances; (3) for event driven credit, we favor risk managers with a hedged approach as opposed to long-biased.  

1Q 2016 
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G R A Y S T O N E  H O U S E  V I E W  M A T R I X  

A low-return environment with elevated volatility, selective opportunities, potential positive surprises…  

− “This point merits some emphasis: being wrong is often a side effect of a system that is functioning exactly right.” Being Wrong: Adventures in 
the Margin of Error, Kathryn Schulz, 2010 

− “Our take on this: global financial markets are not responding to fundamentals. Dislocations across interest rates, equities, and credit are 
creating huge risk aversion.” Bespoke Investment Group, Fixed Income Weekly, 2/24/2016 

− “Consensus first-quarter 2016 earnings estimates have been falling around the world; we believe that pessimism is excessive and does not 
reflect the weaker US dollar dynamics…” Lisa Shalett, Head of Investment & Portfolio Strategies, Morgan Stanley, 4/4/2016 

APRIL 2016 

Topic Current Outlook Other Considerations 

US Expansion  GDP trending near 5-year average of 
~2%; consumer, housing, employment all 
positive; manufacturing improving 

 Single-digit EPS growth and elevated 
valuations make security selection vital in 
equities (and fixed income) 

 Fed now more dovish and aware of global 
conditions; gradual pace for interest rate 
hikes, lower-for-longer scenario 

 Increased rhetoric surrounding growth-
oriented structural reforms thru election 
cycle (i.e. lower regulations and taxes) 

European Recovery  Stable, modestly positive GDP growth,  
but mixed and uneven data signals; 
Brussels attacks spotlight security issues 

 Valuations attractive vs. historicals, USA 

 ECB expanded asset purchases in March, 
steered away from ZIRP; further  policy 
supports create price floor for risk assets 

 Sources expect a pick-up in M&A activity 

Japan Recovery  GDP slowdown in recent quarters; growth 
remains stubbornly low despite stimulus  

 Valuations attractive vs. historicals, USA 

 Near-term sell-off, long-term restructuring 

 BoJ reflationary policies mostly helping; 
possible increases to QE asset purchases 

 Shifting to more shareholder-friendly 
environment (i.e. board governance, 
dividends, share repurchases, etc.) 

10



8 

G R A Y S T O N E  H O U S E  V I E W  M A T R I X  

APRIL 2016 

Topic Current Outlook Other Considerations 

Emerging Markets  US Fed’s renewed dovish stance relieves 
EM currency pressure, supports recovery 

 Opportunities across EM bifurcated due 
to fundamental, technical, macro factors 

 Policy changes in China add uncertainty; 
markets await signs of improvement 

 Ongoing saga: Commodity price declines 
disruptive; energy consumers to benefit, 
while energy producers could struggle 

 

   

 EM equities rebounded in Q1, partly due 
to short-covering and technical factors; 
supportive Fed and ECB policies buy time 
for EMs to enact growth-oriented policies  

 China, India, and Mexico among those 
pursuing growth-oriented structural 
reforms (a potential long-term benefit)  

 Passive EM beta less compelling; favor 
highly-active funds for long-term alpha 
 

 

 

 

 

 

 

 

 

 

   

High-Quality Fixed Income  US interest rates dropped in Q1, and 
appear range-bound; HQ bonds serve a 
key defensive role; global fundamentals 
and technical factors keeping lid on rates 

 Fed/ECB/BoJ policies keeping rates low 

 Graystone favors complex and less 
efficient segments (i.e. MBS, ABS, CLOs) 
for active alpha opportunities 

Credit Spread Strategies  Favor yield-advantaged securities across 
quality spectrum; security selection more 
vital as cycle ages; liquidity risk for HY & 
EM debt persists and difficult to quantify 

 As the extended post-crisis credit cycle 
ages, long-only spread strategies look 
less compelling; we favor off-the-run 
securities, relative value & hedged trades 

Hedge Fund Strategies  HFs cut risk exposures amid Q1 sell-off, 
then lagged during ensuing rebound  

 Abrupt Q1 reversals also caused under-
performance (USD, commods, EM, HY) 

 HFs still attractive on risk-adjusted basis; 
typically strong returns after disruptions 

 

 Favor low-beta relative value and market 
neutral strategies (less directional exposure)   

 Still favor catalyst-oriented event driven 
strategies, but less so as the cycle extends; 
M&A, spin-offs, activism expected to 
increase in Europe/Japan in 2016 

11



9 

G R A Y S T O N E  H O U S E  V I E W  M A T R I X  

APRIL 2016 

Topic Current Outlook Other Considerations 

Market Volatility  Fed’s dovish posture alleviates some vol,  
but policy uncertainty could re-emerge 

 Bouts of elevated vol due to constrained 
liquidity conditions; less trading by banks, 
and larger role for systematic strategies 

 

 

   

 Amid vol, key is to focus on underlying 
growth drivers and fundamental trends 

 Mostly stay-the-course and/or capitalize 
on situations where pricing “clearly” 
disconnects from reality (via active funds) 
 

 

 

 

 

 

 

 

 

 

   

US Dollar & Foreign Currencies  Fed (lower-for-longer) and ECB (no ZIRP) 
steps in Q1 equal less divergent policies 

 USD declined in Q1 and now down over 
trailing 12 months; USD possibly range-
bound after period of appreciation 

 USTs offer sizable yield advantages vs. 
Europe & Japan gov’t bonds 

 Pronounced gains for USD since 2013 
have slowed, so need for active/ 
opportunistic FX hedging has faded 

Energy & Materials  Down-trending energy prices stabilized 
in Q1 despite ongoing volatility; a more 
dovish Fed and less-strong USD should 
also bring price stability to commodities  

 Global supply/demand imbalances take 
time to normalize; even with rig shut-
downs, oil production only gradually 
resetting at lower levels; crude 
inventories remain above average 

 

 

 Hedges helped corporate balance sheets 
navigate a difficult 2015, but sustained 
crude prices < 50 could bring new cash 
flow pressures and increased defaults to 
energy-related HY bonds in 2016 

 Secular growth trends shifting in China 
and other EMs, leading to less demand 
for infrastructure-related assets  

 

Geopolitical Risk  After Paris, San Bernardino, Brussels 
terrorist events, market response muted 

 Research sources expect isolated one-off 
events to continue for time being 

 

   

 Geopolitical risks unpredictable; factored 
into modern global capital markets 

 Perhaps callous, but investors learning to  
assess impact on economic fundamentals 
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C A P I T A L  M A R K E T S  D A S H B O A R D  

AS OF 3-31-16 

Sources: FactSet, The Economist, Graystone Consulting 3/31/2016 

Global Economic Metrics GDP RQ As of Date GDP T12 CPI UE Rate Key Economic Indicators Latest As of Date 3Mo Avg 12Mo Avg 36Mo Avg

USA 1.4% 12/31 2.0% 1.0% 5.0% USA - Non-Farm Payrolls 215 3/31 209,000 234,000 N/A

Europe (EMU) 1.3% 12/31 1.6% -0.2% 10.3% USA - Jobless Claims 4-Wk 263,250 3/18 268,767 273,146 302,986

United Kingdom 1.9% 12/31 1.9% 0.3% 5.1% USA - ISM Manufacturing 51.8 3/31 49.8 50.6 53.3

Japan -1.1% 12/31 0.7% 0.3% 3.3% USA - ISM Services 54.5 3/31 53.8 56.9 N/A

Australia 2.6% 12/31 3.0% 1.7% 5.8% USA - C&I Loans ($ billions) 1,988 2/29 1,969 1,909 1,724

Canada 0.8% 12/31 0.5% 1.4% 7.3% USA - Citi Economic Surprise (5.2) 3/31 (28.4) (28.4) (6.7)

China 6.6% 12/31 6.8% 2.3% 4.1% German ZEW Sentiment 4.3 3/31 5.2 19.8 32.2

India 4.4% 12/31 7.3% 5.2% 4.9% China PMI Index 50.2 3/31 49.5 49.8 50.4

Russia N/A 9/30 -4.1% 8.1% 5.8%

Brazil -5.7% 12/31 -5.9% 10.4% 8.2%  

Mexico 2.2% 12/31 2.5% 2.9% 4.3%

Notes: GDP RQ is the most recent quarter data at an annualized rate. GDP T12 is the growth rate for the Notes: Latest is the most recently available monthly data. 3Mo Avg, 6Mo Avg and 12Mo Avg are the 

trailing 12 months. CPI is the inflation rate (1-year) and UE Rate is the unemployment rate (most recent). averages for the respective periods. These are referenced to assess the direction of recent trends. 

Monetary Policy, Rates, Int. Rates 1Yr Ago 10-Year Yld 1Yr Ago Global Bond Metrics Yield 3Mo Ago 6Mo Ago 1Yr Ago Duration

USA FRB/USTs 0.50% 0.25% 1.77% 1.92% BC Aggregate Bond 2.16% 2.59% 2.31% 2.06% 5.4

ECB/German Bunds 0.00% 0.05% 0.15% 0.15% BC UST 7-10 Year 1.69% 2.21% 1.95% 1.85% 7.8

BoE/UK Gilts 0.50% 0.50% 1.42% 1.60% BC UST 20+ Year 2.54% 2.95% 2.83% 2.51% 18.9

BoJ/JGBs -0.10% 0.10% (0.05%) 0.40% BC MBS Index 2.35% 2.77% 2.61% 2.40% 3.0

Notes: Int. Rates refer to targeted short-term lending rates set by the FRB (Fed Funds) and other central banks. BC Municipal Bond 1.93% 2.11% 2.18% 2.00% 6.0

10-Year Yld refers to the yield-to-maturity for each market's current 10-year government bond issue. BofAML High Yield Master II 8.39% 8.77% 8.08% 6.21% 4.6

Citigroup WGBI USD 0.80% 1.16% 1.06% 0.91% 7.6

Currencies Spot PX 3Mo 3Mo Δ 12Mo 12Mo Δ Citigroup WGBI USD (Hedged) 0.56% 0.88% 0.92% 0.75% 8.4

Bloomberg USD Index 1,182.28 1,232.59 -4.08% 1,200.68 -1.53% BC Emerging Markets USD 5.46% 5.97% 5.97% 5.31% 5.6

Euro (Euro/USD) 1.14 1.09 4.80% 1.07 5.97% BC Emerging Markets Local 7.81% 7.69% 12.73% 11.53% 6.2

Yen (USD/JPY) 112.53 120.66 6.74% 120.02 6.24%

Pound (GBP/USD) 1.44 1.47 -2.57% 1.48 -3.10%

Notes: Spot PX is the most recently quoted price. 3Mo Δ and 12 Mo Δ are percentage price changes for the Notes: Yield represents yield-to-worst. 3Mo Ago, 6Mo Ago and 12Mo Ago are historical yields. These are

stated period. referenced to assess the direction of recent trends. Duration is a measure of interest rate sensitivity. 
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C A P I T A L  M A R K E T S  D A S H B O A R D  

AS OF 3-31-16 

Global Equity Metrics PE T12 1Yr Ago 10Yr Avg PE F12 1Yr Ago Global Equity Sectors PE T12 1Yr Ago 10Yr Avg PE F12 1Yr Ago

S&P 500 (USA) 18.2 17.3 15.8 16.6 16.8 Consumer Staples 22.5 19.1 16.2 20.7 19.9

Russell 2000 (USA) 37.7 34.0 31.3 21.9 24.0 Consumer Discretionary 17.4 18.9 17.6 15.5 17.6

MSCI EAFE (Developed) 18.4 17.0 13.7 15.0 16.2 Energy 42.2 13.6 13.2 41.3 25.0

Germany 13.9 16.6 13.1 12.7 15.4 Financials 12.7 14.5 20.9 11.5 13.1

United Kingdom 21.1 16.5 12.6 16.1 15.4 Health Care 20.4 23.4 17.3 15.6 18.9

Japan 14.3 16.9 N/A 12.8 15.2 Industrials 19.2 17.2 16.0 16.0 16.3

MSCI Emerging Markets 12.6 13.0 13.0 12.1 12.0 Information Technology 19.4 18.6 19.2 16.5 16.7

China 8.2 9.7 10.8 10.2 10.6 Materials 22.2 15.5 13.9 18.0 16.5

India 20.4 19.6 19.3 17.2 17.8 Telecommunications 20.2 20.2 17.3 15.5 16.1

Russia 10.1 8.7 8.0 6.8 5.4 Utilities 19.2 15.1 15.5 16.3 15.9

Brazil 17.1 13.3 13.4 13.4 12.2

Mexico 24.7 21.2 14.3 19.0 18.7

Notes: PE T12 is the PE ratio for the trailing 12 months; PE F12 is the forward PE based on earnings estimates Notes: Please reference notes on the table to the left (Global Equity Metrics). All data above is based on the

(next 12 months). 1Yr Ago references PE data from a year ago. 10Yr Avg is the average of the trailing PE data. MSCI All-Country World Index (ACWI). 

Other Key Indicators I Latest As of Date 3Mo Avg 12Mo Avg 10Yr Avg Commodities & Currencies Spot PX 3Mo Ago 3Mo Δ 12Mo Ago 12Mo Δ

Consumer Confidence (UM) 91.00 3/31 91.57 91.96 77.56 Crude Oil (Brent) 39.60 37.28 6.22% 55.11 -28.14%

AAII Bullish Sentiment 33.28 3/31 29.82 29.19 37.52 Crude Oil (WTI) 38.29 37.13 3.12% 47.72 -19.76%

AAII Bearish Sentiment 26.05 3/31 32.98 30.61 34.70 Natural Gas 1.96 2.34 -16.17% 2.64 -25.80%

CBOE Volatility Index (VIX) 13.95 3/31 19.10 18.05 20.75 Gold 1,237.00 1,060.00 16.70% 1,187.00 4.21%

CBOE Put/Call Ratio 1.05 3/31 0.97 1.01 0.95 Silver 15.38 13.82 11.29% 16.60 -7.35%

Notes: Latest is the most recently available monthly data. 3Mo Avg, 12Mo Avg and 10Yr Avg represent the Copper 4,855.50 4,702.00 3.26% 6,050.50 -19.75%

averages scores for the respective trailing periods. Aluminum 1,575.00 1,610.00 -2.17% 1,760.00 -10.51%

Other Key Indicators II Latest 3Mo Ago 3Mo Δ 12Mo Ago 12Mo Δ Soybeans 9.10 8.70 4.54% 9.83 -7.48%

Corporate HY Credit Spreads 596 582 2.41% 432 37.96% Corn 3.59 3.68 -2.51% 3.78 -5.09%

New Home Sales (USA) 512 502 1.99% 508 0.79% Livestock N/A N/A N/A N/A N/A

S&P/Case-Shiller Index (20) 182.56 182.59 -0.02% 174.99 4.33%

PCE Price Index (2% Target) 109.83 109.91 -0.08% 108.78 0.96%

Notes: Latest is the most recently available data (daily or monthly). 3Mo Ago and 12Mo Ago are historical Notes: Spot PX is the most recently quoted price. 3Mo Ago and 12Mo Ago are historical prices, while 3Mo Δ

levels, while 3Mo Δ and 12Mo Δ are percentage price changes for the stated period. and 12Mo Δ are percentage price changes for the stated period. 

Sources: FactSet, The Economist, Graystone Consulting 3/31/2016 
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G L O B A L  V O L A T I L I T Y  I S  O N  T H E  U P S W I N G  

CAPITAL MARKETS IN CHARTS  

Sources: Morgan Stanley & Co. Research, Bloomberg, Chicago Board Options Exchange, Standard & Poor’s, BofA Merrill Lynch, Federal Reserve 

Rising Volatility Across Asset Classes 
Although below extreme levels associated with 
recent crisis events, volatility increased in 2015 

compared to muted levels in recent years. Fed and 
ECB actions brought a volatility pause in late Q1. 

(1) Rate volatility represented by Merrill Lynch Option Volatility Estimate (MOVE) Index 
(2) FX volatility represented by JPMorgan Global FX Volatility Index 
(3) Equity volatility represented by the VIX Index 

Past performance is no guarantee of future results. Estimates of future performance are based on assumptions that may not be realized. This material is not a solicitation of any offer to buy or sell any 
security or other financial instrument or to participate in any trading strategy. Please refer to important information, disclosures and qualifications at the end of this material. 
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C U R R E N T  V O L A T I L I T Y  I S  “ N O R M A L ”   

CAPITAL MARKETS IN CHARTS  

Sources: Bloomberg, Morgan Stanley Wealth Management GIC. Note; 1920’s and 2010’s are truncated; post tapering is post Dec. 2013.  

Volatility 
Current volatility is “normal” despite perceptions to 
the contrary.  What we are seeing is lower returns in 
the context of normal volatility. There are only two 

other periods (1950’s & 1960’s) where the market has 
experienced lower levels of volatility.   

Past performance is no guarantee of future results. Estimates of future performance are based on assumptions that may not be realized. This material is not a solicitation of any offer to buy or sell any 
security or other financial instrument or to participate in any trading strategy. Please refer to important information, disclosures and qualifications at the end of this material. 

17



15 

C O R R E C T I O N S  H A V E  B E E N  F R E Q U E N T ,  E V E N  I N  U P  Y E A R S  

CAPITAL MARKETS IN CHARTS  

Sources: Morgan Stanley & Co. Research, Bloomberg 

Sell-Offs, Pull-Backs & Corrections 
Declines of 5-10% for equities should come as no 
surprise. Such pull-backs are part of the process. 

Past performance is no guarantee of future results. Estimates of future performance are based on assumptions that may not be realized. This material is not a solicitation of any offer to buy or sell any 
security or other financial instrument or to participate in any trading strategy. Please refer to important information, disclosures and qualifications at the end of this material. 
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U S  D O L L A R  A P P R E C I A T I O N  I N  R E C E N T  Y E A R S  

CAPITAL MARKETS IN CHARTS  

Sources: Morgan Stanley & Co. Research, JPMorgan, Haver Analytics 

Extreme USD Appreciation  
US Dollar has appreciated in recent years as a result of 

divergent central bank polices and other factors. A 
strong dollar has been good for US consumers, but has 

hindered US multi-nationals, energy producers and 
commodities prices, and Emerging Markets.  

(1) Measures the weighted average of the US Dollar relative to an index or basket of other major currencies, adjusted for the effects of inflation 

Past performance is no guarantee of future results. Estimates of future performance are based on assumptions that may not be realized. This material is not a solicitation of any offer to buy or sell any 
security or other financial instrument or to participate in any trading strategy. Please refer to important information, disclosures and qualifications at the end of this material. 
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C O N S E Q U E N C E S  O F  A  S T R O N G  U S  D O L L A R  

CAPITAL MARKETS IN CHARTS  

Sources: Morgan Stanley & Co. Research 

Consequences of a Strong US Dollar 
A strong dollar has been good for US consumers, keeping 

inflation low, but has hindered US multi-nationals (exports), 
energy producers and commodities prices, and Emerging 
Markets… Recent dovish actions by the Fed and the ECB 
could bring targeted relief and a reversal of such trends…  

Past performance is no guarantee of future results. Estimates of future performance are based on assumptions that may not be realized. This material is not a solicitation of any offer to buy or sell any 
security or other financial instrument or to participate in any trading strategy. Please refer to important information, disclosures and qualifications at the end of this material. 
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U S  D O L L A R ,  E N E R G Y  P R I C E S ,  A N D  D E F A U L T  R I S K  

CAPITAL MARKETS IN CHARTS  

Strong USD Put Downward Pressure on Crude 
A strong USD had a rippling effect, pressuring oil 
prices lower, and adding balance sheet stress to 

highly-leveraged energy companies. 

Low Crude Prices Continue to Add Stress 
As oil prices remain well below $70/barrel, 
production projects are less economical. 

(1) Assuming 10% hurdle rate on Brent—equivalent basis.  

Energy Defaults Remain a Concern 
Energy has been a growing sector within the high-

yield bond universe (currently 13%). Collapsing 
energy prices resulted in rising debt defaults in the 
past. Energy defaults are projected at 7% for 2016. 

(1) Energy default rate forecast from Moody’s as of 2/11/16 
(2) Overall HY default rate forecast from Moody’s 1/31/16 

Sources: Morgan Stanley & Co. Research, Bloomberg, Moody’s 

Past performance is no guarantee of future results. Estimates of future performance are based on assumptions that may not be realized. This material is not a solicitation of any offer to buy or sell any 
security or other financial instrument or to participate in any trading strategy. Please refer to important information, disclosures and qualifications at the end of this material. 
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S & P  5 0 0  E Q U I T Y  R I S K  P R E M I U M  

CAPITAL MARKETS IN CHARTS  

Sources: Morgan Stanley & Co. Research, FactSet 

Risk Assets Favored Over Safe-Haven  
US equity valuations are above historical 
levels, but remain attractive on a relative 

basis compared to fixed income assets, given 
the low interest rate environment. We see a 

lower-for-longer period for global rates. 

(1) Equity risk premium equals S&P 500 forward earnings yield minus 10-year UST yield. Equity risk premium represents the implied excess return of the stock index compared to the risk-free rate.  

Past performance is no guarantee of future results. Estimates of future performance are based on assumptions that may not be realized. This material is not a solicitation of any offer to buy or sell any 
security or other financial instrument or to participate in any trading strategy. Please refer to important information, disclosures and qualifications at the end of this material. 
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I N V E S T O R  S E N T I M E N T  

CAPITAL MARKETS IN CHARTS  

Sources: Morgan Stanley & Co. Research, Bloomberg 

Investor Sentiment Remains Cautious 
AAII Bull-Bear Spread is only one measure of investor sentiment, but 

it is representative. In general, investors remain cautious and risk-
averse following the global financial crisis. Given recent volatility, this 

is a rational response. As a contrarian indicator, however, this 
suggests investor behavior is not excessively optimistic. 

Past performance is no guarantee of future results. Estimates of future performance are based on assumptions that may not be realized. This material is not a solicitation of any offer to buy or sell any 
security or other financial instrument or to participate in any trading strategy. Please refer to important information, disclosures and qualifications at the end of this material. 
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G L O B A L  Y I E L D  D I F F E R E N T I A L S  

CAPITAL MARKETS IN CHARTS  

Sources: Morgan Stanley & Co. Research, Bloomberg 

US Treasuries Offer a Yield Advantage 
Global yield differentials take into consideration 
various fundamental and technical factors such 

as central bank policy, inflation, GDP growth 
rates, and  currency changes. US Fed & Global Conditions 

Yield advantages have attracted foreign buyers 
to the US and positive fund flows have boosted 

the US Dollar. Global financial conditions are 
playing an increased role in Fed Policy 

deliberations… 

Past performance is no guarantee of future results. Estimates of future performance are based on assumptions that may not be realized. This material is not a solicitation of any offer to buy or sell any 
security or other financial instrument or to participate in any trading strategy. Please refer to important information, disclosures and qualifications at the end of this material. 
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U S  E C O N O M Y :  S T E A D Y  G R O W T H  A H E A D  

CAPITAL MARKETS IN CHARTS  

Sources: Morgan Stanley & Co. Research, Bloomberg, Citigroup, FactSet, University of Michigan, Conference Board 

(1) Nominal GDP does not account for the effects of inflation. Over the last five years, US real GDP has averaged approximately 2%. 

Past performance is no guarantee of future results. Estimates of future performance are based on assumptions that may not be realized. This material is not a solicitation of any offer to buy or sell any 
security or other financial instrument or to participate in any trading strategy. Please refer to important information, disclosures and qualifications at the end of this material. 
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U S  E C O N O M Y :  E M P L O Y M E N T  T R E N D S  

CAPITAL MARKETS IN CHARTS  

Sources: Morgan Stanley & Co. Research, Haver Analytics, Bureau of Labor Statistics 

Employment Trends Remain Positive 
Employment gains have supported 

consumer incomes and spending. Near- 
term recession probabilities remain low. 

Past performance is no guarantee of future results. Estimates of future performance are based on assumptions that may not be realized. This material is not a solicitation of any offer to buy or sell any 
security or other financial instrument or to participate in any trading strategy. Please refer to important information, disclosures and qualifications at the end of this material. 
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G L O B A L  O P P O R T U N I T I E S  

CAPITAL MARKETS IN CHARTS  

Sources: Morgan Stanley & Co. Research, World Bank, Haver Analytics 

Growth Opportunities Outside the US 
US represents ~22% of global economic output. 
Market performance fluctuates and leadership 
ebbs and flows, but a vast number of growth 

opportunities reside outside the US.  

(1) Advanced Economies ex G7  and Euro Area includes: Australia, Czech Republic, Denmark, Hong Kong SAR, Iceland, Israel, Korea, Latvia, New Zealand, Norway, San Marino, Singapore, Sweden, Switzerland, Taiwan. 
(2) GDP data by region as of 2014, but currency-adjusted as of 9/30/15 

 

Past performance is no guarantee of future results. Estimates of future performance are based on assumptions that may not be realized. This material is not a solicitation of any offer to buy or sell any 
security or other financial instrument or to participate in any trading strategy. Please refer to important information, disclosures and qualifications at the end of this material. 
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G L O B A L  E C O N O M I C  I N D I C A T O R S  

CAPITAL MARKETS IN CHARTS  

Sources: Morgan Stanley & Co. Research, Bloomberg 

Modest Improvement in Global Indicators 
Compared to expectations, global economic indicators were 

declining through much of 2015. Although data remains mixed, most 
economies are showing improved performance in 2016 relative to 
expectations. Typically, such trends support prices of risk assets. 

Past performance is no guarantee of future results. Estimates of future performance are based on assumptions that may not be realized. This material is not a solicitation of any offer to buy or sell any 
security or other financial instrument or to participate in any trading strategy. Please refer to important information, disclosures and qualifications at the end of this material. 
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G L O B A L  E A R N I N G S  R E V I S I O N S  B R E A D T H  

CAPITAL MARKETS IN CHARTS  

Sources: Morgan Stanley & Co. Research, Bloomberg 

Negative Revisions Point to Positive Surprises 
Throughout Q1, equity analysts have been downgrading profit estimates. According to Bespoke Investment Group, negative earnings 

revisions are normally followed by positive earnings surprises once corporations announce quarterly performance.  

Note: Earnings Revisions Breadth is defined as the number of positive analyst revisions minus the number of negative analyst revisions divided by the total number of revisions.  

Past performance is no guarantee of future results. Estimates of future performance are based on assumptions that may not be realized. This material is not a solicitation of any offer to buy or sell any 
security or other financial instrument or to participate in any trading strategy. Please refer to important information, disclosures and qualifications at the end of this material. 
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G L O B A L  E A R N I N G S  R E V I S I O N S  B R E A D T H  

CAPITAL MARKETS IN CHARTS  

Sources: Morgan Stanley & Co. Research, Bloomberg 

Negative Revisions Point to Positive Surprises 
Throughout Q1, equity analysts have been downgrading profit estimates. According to Bespoke Investment Group, negative earnings 

revisions are normally followed by positive earnings surprises once corporations announce quarterly performance.  

Note: Earnings Revisions Breadth is defined as the number of positive analyst revisions minus the number of negative analyst revisions divided by the total number of revisions.  

Past performance is no guarantee of future results. Estimates of future performance are based on assumptions that may not be realized. This material is not a solicitation of any offer to buy or sell any 
security or other financial instrument or to participate in any trading strategy. Please refer to important information, disclosures and qualifications at the end of this material. 
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I M P O R T A N T  D I S C L O S U R E S  

GLOBAL INVESTMENT COMMITTEE (GIC) ASSET ALLOCATION MODELS 

The Asset Allocation Models are created by Morgan Stanley Wealth Management’s GIC. 

CLIENTS TO CONSIDER THEIR OWN INVESTMENT NEEDS 

The GIC Asset Allocation Models are formulated based on general client characteristics such as investable assets and risk tolerance. This report is not intended to be 
a client-specific suitability analysis or recommendation, or offer to participate in any investment. Therefore, do not use this report as the sole basis for investment 
decisions. Clients should consider all relevant information, including their existing portfolio, investment objectives, risk tolerance, liquidity needs and investment 
time horizon. Such a suitability determination may lead to asset allocation(s) results that are materially different from the asset allocation shown in this report. 
Clients should talk to their Financial Advisor about what would be a suitable asset allocation for them. 

HYPOTHETICAL MODEL PERFORMANCE (GROSS) 

Hypothetical model performance results do not reflect the investment or performance of an actual portfolio following a GIC Strategy, but simply reflect actual 
historical performance of selected indices on a real-time basis over the specified period of time representing the GIC’s strategic and tactical allocations as of the 
date of this report. The past performance shown here is simulated performance based on benchmark indices, not investment results from an actual portfolio or 
actual trading. There can be large differences between hypothetical and actual performance results achieved by a particular asset allocation or trading strategy. 
Hypothetical performance results do not represent actual trading and are generally designed with the benefit of hindsight. Actual performance results of accounts 
vary due to, for example, market factors (such as liquidity) and client-specific factors (such as investment vehicle selection, timing of contributions and withdrawals, 
restrictions and rebalancing schedules). Clients would not necessarily have obtained the performance results shown here if they had invested in accordance with 
any GIC Asset Allocation Model for the periods indicated. Despite the limitations of hypothetical performance, these hypothetical performance results allow clients 
and Financial Advisors to obtain a sense of the risk/return trade-off of different asset allocation constructs. The hypothetical performance results in this report are 
calculated using the returns of benchmark indices for the asset classes, and not the returns of securities, fund or other investment products. Performance of indices 
may be more or less volatile than any investment product. The risk of loss in value of a specific investment is not the same as the risk of loss in a broad market index. 
Therefore, the historical returns of an index will not be the same as the historical returns of a particular investment a client selects. Models may contain allocations 
to Hedge Funds, Private Equity and Private Real Estate. The benchmark indices for these asset classes are not issued on a daily basis. When calculating model 
performance on a day for which no benchmark index data is issued, we have assumed straight line growth between the index levels issued before and after that 
date. 

Fees reduce the performance of actual accounts None of the fees or other expenses (e.g. commissions, mark-ups, mark-downs, fees) associated with actual 
trading or accounts are reflected in the GIC Asset Allocation Models. The GIC Asset Allocation Models and any model performance included in this presentation are 
intended as educational materials. Were a client to use these models in connection with investing, any investment decisions made would be subject to transaction 
and other costs which, when compounded over a period of years, would decrease returns. Information regarding Morgan Stanley’s standard advisory fees is 
available in the Form ADV Part 2, which is available at www.morganstanley.com/adv. The following hypothetical illustrates the compound effect fees have on 
investment returns: For example, if a portfolio’s annual rate of return is 15% for 5 years and the account pays 50 basis points in fees per annum, the gross cumulative 
five-year return would be 101.1% and the five-year return net of fees would be 96.8%. Fees and/or expenses would apply to clients who invest in investments in an 
account based on these asset allocations, and would reduce clients’ returns. The impact of fees and/or expenses can be material. 

31



29 

I M P O R T A N T  D I S C L O S U R E S  

INSURANCE PRODUCTS AND ETF DISCLOSURES 

Morgan Stanley Smith Barney LLC offers insurance products in conjunction with its licensed insurance agency affiliates. An investment in an exchange-traded 
fund involves risks similar to those of investing in a broadly based portfolio of equity securities traded on an exchange in the relevant securities market, such as 
market fluctuations caused by such factors as economic and political developments, changes in interest rates and perceived trends in stock and bond prices. 
Variable annuities, mutual funds and ETFs are sold by prospectus only. The prospectus contains the investment objectives, risks, fees, charges and 
expenses, and other information regarding the variable annuity contract and the underlying investments, or the ETF, which should be considered carefully 
before investing. Prospectuses for both the variable annuity contract and the underlying investments, or the ETF, are available from your Financial Advisor. 
Please read the prospectus carefully before you invest. Variable annuities are long-term investments designed for retirement purposes and may be subject to 
market fluctuations, investment risk, and possible loss of principal. All guarantees, including optional benefits, are based on the financial strength and claims-
paying ability of the issuing insurance company and do not apply to the underlying investment options. Optional riders may not be able to be purchased in 
combination and are available at an additional cost. Some optional riders must be elected at time of purchase. Optional riders may be subject to specific limitations, 
restrictions, holding periods, costs, and expenses as specified by the insurance company in the annuity contract. If you are investing in a variable annuity through a 
tax-advantaged retirement plan such as an IRA, you will get no additional tax advantage from the variable annuity. Under these circumstances, you should only 
consider buying a variable annuity because of its other features, such as lifetime income payments and death benefits protection. Taxable distributions (and certain 
deemed distributions) are subject to ordinary income tax and, if taken prior to age 59½, may be subject to a 10% federal income tax penalty. Early withdrawals will 
reduce the death benefit and cash surrender value. 

For index definitions to the indices referenced in this report please visit the following: http://www.morganstanleyfa.com/public/projectfiles/id.pdf 

Equity securities may fluctuate in response to news on companies, industries, market conditions and general economic environment. Investing in foreign markets 
entails risks not typically associated with domestic markets, such as currency fluctuations and controls, restrictions on foreign investments, less governmental 
supervision and regulation, and the potential for political instability. These risks may be magnified in countries with emerging markets and frontier markets, since 
these countries may have relatively unstable governments and less established markets and economies. Investing in small- to medium-sized companies entails 
special risks, such as limited product lines, markets and financial resources, and greater volatility than securities of larger, more established companies.  

The value of fixed income securities will fluctuate and, upon a sale, may be worth more or less than their original cost or maturity value. Bonds are subject to 
interest rate risk, call risk, reinvestment risk, liquidity risk, and credit risk of the issuer. High yield bonds (bonds rated below investment grade) may have 
speculative characteristics and present significant risks beyond those of other securities, including greater credit risk, price volatility, and limited liquidity in the 
secondary market. High yield bonds should comprise only a limited portion of a balanced portfolio. Interest on municipal bonds is generally exempt from federal 
income tax; however, some bonds may be subject to the alternative minimum tax (AMT). Typically, state tax-exemption applies if securities are issued within one's 
state of residence and, if applicable, local tax-exemption applies if securities are issued within one's city of residence. Treasury Inflation Protection Securities’ 
(TIPS) coupon payments and underlying principal are automatically increased to compensate for inflation by tracking the consumer price index (CPI). While the real 
rate of return is guaranteed, TIPS tend to offer a low return. Because the return of TIPS is linked to inflation, TIPS may significantly underperform versus 
conventional U.S. Treasuries in times of low inflation. Ultrashort-term fixed income asset class is comprised of fixed income securities with high quality, very short 
maturities. They are therefore subject to the risks associated with debt securities such as credit and interest rate risk. 
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I M P O R T A N T  D I S C L O S U R E S  

Alternative investments may be either traditional alternative investment vehicles, such as hedge funds, fund of hedge funds, private equity, private real estate and 
managed futures or, non-traditional products such as mutual funds and exchange-traded funds that also seek alternative-like exposure but have significant 
differences from traditional alternative investments. The risks of traditional alternative investments may include: can be highly illiquid, speculative and not suitable 
for all investors, loss of all or a substantial portion of the investment due to leveraging, short-selling, or other speculative practices, volatility of returns, restrictions 
on transferring interests in a fund, potential lack of diversification and resulting higher risk due to concentration of trading authority when a single advisor is utilized, 
absence of information regarding valuations and pricing, complex tax structures and delays in tax reporting, less regulation and higher fees than open-end mutual 
funds, and risks associated with the operations, personnel and processes of the manager. Non-traditional alternative strategy products may employ various 
investment strategies and techniques for both hedging and more speculative purposes such as short-selling, leverage, derivatives and options, which can increase 
volatility and the risk of investment loss.  

Master Limited Partnerships (MLPs) Individual MLPs are publicly traded partnerships that have unique risks related to their structure. These include, but are not 
limited to, their reliance on the capital markets to fund growth, adverse ruling on the current tax treatment of distributions (typically mostly tax deferred), and 
commodity volume risk. The potential tax benefits from investing in MLPs depend on their being treated as partnerships for federal income tax purposes and, if the 
MLP is deemed to be a corporation, then its income would be subject to federal taxation at the entity level, reducing the amount of cash available for distribution to 
the fund which could result in a reduction of the fund’s value. MLPs carry interest rate risk and may underperform in a rising interest rate environment. Investing in 
commodities entails significant risks. Commodity prices may be affected by a variety of factors at any time, including but not limited to, (i) changes in supply and 
demand relationships, (ii) governmental programs and policies, (iii) national and international political and economic events, war and terrorist events, (iv) changes 
in interest and exchange rates, (v) trading activities in commodities and related contracts, (vi) pestilence, technological change and weather, and (vii) the price 
volatility of a commodity. In addition, the commodities markets are subject to temporary distortions or other disruptions due to various factors, including lack of 
liquidity, participation of speculators and government intervention. Physical precious metals are non-regulated products. Precious metals are speculative 
investments, which may experience short-term and long term price volatility. The value of precious metals investments may fluctuate and may appreciate or 
decline, depending on market conditions. Unlike bonds and stocks, precious metals do not make interest or dividend payments. Therefore, precious metals may not 
be suitable for investors who require current income. Precious metals are commodities that should be safely stored, which may impose additional costs on the 
investor. REITs investing risks are similar to those associated with direct investments in real estate: property value fluctuations, lack of liquidity, limited 
diversification and sensitivity to economic factors such as interest rate changes and market recessions. Before engaging in the purchase or sale of options, potential 
clients should understand the nature of and extent of their rights and obligations and be aware of the risks involved, including, without limitation, the risks 
pertaining to the business and financial condition of the issuer of the underlying security or instrument. Options investing, like other forms of investing, involves tax 
considerations, transaction costs and margin requirements that can significantly affect the profit and loss of buying and writing options. The transaction costs of 
options investing consist primarily of commissions (which are imposed in opening, closing, exercise and assignment transactions), but may also include margin and 
interest costs in particular transactions. Transaction costs are especially significant in options strategies calling for multiple purchases and sales of options, such as 
multiple leg strategies, including spreads, straddles and collars. If you are considering options as part of your investment plan, your Morgan Stanley Financial 
Advisor or Private Wealth Advisor is required to provide you with the "Characteristics and Risks of Standardized Options" booklet from the Options Clearing 
Corporation. Clients should not enter into options transactions until they have read and understood the Disclosure Document, as options are not suitable for 
everyone, and discuss transaction costs with their Financial Advisor or Investment Representative. A copy of the ODD is available online at: 
http://theocc.com/publications/risks/riskchap1.jsp 
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Risks of private real estate include: illiquidity; a long-term investment horizon with a limited or nonexistent secondary market; lack of transparency; volatility (risk 
of loss); and leverage. Principal is returned on a monthly basis over the life of a mortgage-backed security. Principal prepayment can significantly affect the 
monthly income stream and the maturity of any type of MBS, including standard MBS, CMOs and Lottery Bonds. Asset-backed securities generally decrease in 
value as a result of interest rate increases, but may benefit less than other fixed-income securities from declining interest rates, principally because of prepayments. 
Floating-rate securities The initial interest rate on a floating-rate security may be lower than that of a fixed-rate security of the same maturity because investors 
expect to receive additional income due to future increases in the floating security’s underlying reference rate. The reference rate could be an index or an interest 
rate. However, there can be no assurance that the reference rate will increase. Some floating-rate securities may be subject to call risk. Yields are subject to change 
with economic conditions. Yield is only one factor that should be considered when making an investment decision. Credit ratings are subject to change. Companies 
paying dividends can reduce or cut payouts at any time. Asset allocation and diversification do not assure a profit or protect against loss in declining financial 
markets. The indices are unmanaged. An investor cannot invest directly in an index. They are shown for illustrative purposes only and do not represent the 
performance of any specific investment. The indices selected by Morgan Stanley Wealth Management to measure performance are representative of broad asset 
classes. Morgan Stanley Wealth Management retains the right to change representative indices at any time. Because of their narrow focus, sector investments 
tend to be more volatile than investments that diversify across many sectors and companies. Growth investing does not guarantee a profit or eliminate risk. The 
stocks of these companies can have relatively high valuations. Because of these high valuations, an investment in a growth stock can be more risky than an 
investment in a company with more modest growth expectations. Value investing does not guarantee a profit or eliminate risk. Not all companies whose stocks are 
considered to be value stocks are able to turn their business around or successfully employ corrective strategies which would result in stock prices that do not rise as 
initially expected. Rebalancing does not protect against a loss in declining financial markets. There may be a potential tax implication with a rebalancing strategy. 
Investors should consult with their tax advisor before implementing such a strategy. Any type of continuous or periodic investment plan does not assure a profit 
and does not protect against loss in declining markets. Since such a plan involves continuous investment in securities regardless of fluctuating price levels of such 
securities, the investor should consider his financial ability to continue his purchases through periods of low price levels. Duration, the most commonly used 
measure of bond risk, quantifies the effect of changes in interest rates on the price of a bond or bond portfolio. The longer the duration, the more sensitive the bond 
or portfolio would be to changes in interest rates. Besides the general risk of holding securities that may decline in value, closed-end funds may have additional 
risks related to declining market prices relative to net asset values (NAVs), active manager underperformance, and potential leverage. Some funds also invest in 
foreign securities, which may involve currency risk. Morgan Stanley Wealth Management is the trade name of Morgan Stanley Smith Barney LLC, a registered 
broker-dealer in the United States. This material has been prepared for informational purposes only and is not an offer to buy or sell or a solicitation of any offer to 
buy or sell any security or other financial instrument or to participate in any trading strategy. Past performance is not necessarily a guide to future performance. 

The securities/instruments discussed in this material may not be suitable for all investors. The appropriateness of a particular investment or strategy will depend on 
an investor’s individual circumstances and objectives. Morgan Stanley Wealth Management recommends that investors independently evaluate specific 
investments and strategies, and encourages investors to seek the advice of a financial advisor. This material is based on public information as of the specified date, 
and may be stale thereafter. We have no obligation to tell you when information herein may change. We and our third-party data providers make no representation 
or warranty with respect to the accuracy or completeness of this material. Past performance is no guarantee of future results. This material should not be viewed as 
advice or recommendations with respect to asset allocation or any particular investment. This information is not intended to, and should not, form a primary basis 
for any investment decisions that you may make. Morgan Stanley Wealth Management is not acting as a fiduciary under either the Employee Retirement Income 
Security Act of 1974, as amended or under section 4975 of the Internal Revenue Code of 1986 as amended in providing this material.  
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I M P O R T A N T  D I S C L O S U R E S  

Morgan Stanley Smith Barney LLC, its affiliates and Morgan Stanley Financial Advisors do not provide legal or tax advice. Each client should always consult 
his/her personal tax and/or legal advisor for information concerning his/her individual situation and to learn about any potential tax or other implications 
that may result from acting on a particular recommendation. 

This material is disseminated in the United States of America by Morgan Stanley Smith Barney LLC. Morgan Stanley Wealth Management is not acting as a 
municipal advisor to any municipal entity or obligated person within the meaning of Section 15B of the Securities Exchange Act (the “Municipal Advisor Rule”) and 
the opinions or views contained herein are not intended to be, and do not constitute, advice within the meaning of the Municipal Advisor Rule. Third-party data 
providers make no warranties or representations of any kind relating to the accuracy, completeness, or timeliness of the data they provide and shall not have 
liability for any damages of any kind relating to such data. This material, or any portion thereof, may not be reprinted, sold or redistributed without the written 
consent of Morgan Stanley Smith Barney LLC. 

© 2016 Morgan Stanley Smith Barney LLC. Member SIPC. 
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I M P O R T A N T  D I S C L O S U R E S  

To the extent the investments depicted herein represent international securities, you should be aware that there may be additional risks associated with 
international investing, including foreign economic, political, monetary and/or legal factors, changing currency exchange rates, foreign taxes, and differences in 
financial and accounting standards. These risks may be magnified in emerging markets. International investing may not be for everyone. Small capitalization 
companies may lack the financial resources, product diversification and competitive strengths of larger companies. In addition, the securities of small capitalization 
companies may not trade as readily as, and be subject to higher volatility than, those of larger, more established companies.  
 
Bonds are subject to interest rate risk. When interest rates rise bond prices fall; generally the longer a bond's maturity, the more sensitive it is to this risk. Bonds may 
also be subject to call risk, which allows the issuer to retain the right to redeem the debt, fully or partially, before the scheduled maturity date. Proceeds from sales 
prior to maturity may be more or less than originally invested due to changes in market conditions or changes in the credit quality of the issuer. 
 
Investing in alternative investments is speculative, not suitable for all clients, and intended for experienced and sophisticated investors who are willing to bear the 
high economic risks of the investment, which can include:  
 

• loss of all or a substantial portion of the investment due to leveraging, short-selling or other speculative investment practices; 
• lack of liquidity in that there may be no secondary market for the fund and none expected to develop; 
• volatility of returns;  
• restrictions on transferring interests in the fund; 
• potential lack of diversification and resulting higher risk due to concentration of trading authority with a single advisor; 
• absence of information regarding valuations and pricing; 
• delays in tax reporting; 
• less regulation and higher fees than mutual funds;  
• and advisor risk. 

Although the statements and data in this report have been obtained from, and are based upon, sources that the Firm believes to be reliable, we do not guarantee 
their accuracy, and any such information may be incomplete or condensed.  All opinions included in this report constitute the presenters judgment as of the date of 
this report and are subject to change without notice.  This report is for informational purposes only and is not intended as an offer or solicitation with respect to the 
purchase or sale of any security.  Past performance is not a guarantee of future results.   

Actual returns would be reduced by expenses that may include management fees and costs of transactions. Expected return and risk (standard deviation) 
calculations are based on historical data for periods indicated.   

The views expressed herein are those of the authors (Graystone Austin, Graystone Columbus/Grand Rapids/Wilkes Barre, Graystone Santa Rosa) and do not 
necessarily reflect the views of Morgan Stanley Wealth Management or its affiliates. All opinions are subject to change without notice. Neither the information 
provided nor any opinion expressed constitutes a solicitation for the purchase or sale of any security. Past performance is no guarantee of future results. 

© 2016 Graystone Consulting is a business of Morgan Stanley.  
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Cal Poly Pomona Foundation
Executive Summary

Type of Fund Endowment

Time Horizon Perpetuity

Investment Horizon Over 10 Years

Target Return Greater Los Angeles Area CPI + 5%

Normal Policy Allocation 40% Russell 3000/ 25% All Cap World xUS/ 30% Citi WGBI/ 5% S&P NAM 
Natural Resources

Asset Allocation Guidelines

 Target
Asset Class Allocation

Total Equities 65.0%
Domestic Equity 40.0%
International Equity 25.0%

Fixed Income includes MBS 30.0%
Domestic and International 30.0%

Real Assets 5.0%
Cash Equivalents 0.0%
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March 31, 2016 : $84,658,638

Market Value
($)

Allocation
(%)

Domestic Equities 30,443,701 35.96
Global Equities 12,788,705 15.11
International and EM Equities 17,244,419 20.37
Fixed Income 23,757,503 28.06
Real Assets - 0.00
Cash & Equivalents 424,310 0.50

Total Fund
($) %

All/Large Cap Equities 22,488,126 26.56
Westfield All Cap Growth 11,313,653 13.36
Aristotle Large Cap Value 11,174,473 13.20

Small/Mid Cap Equities 7,955,575 9.40
Apex SMID Cap Growth 3,942,466 4.66
Vaughan Nelson SMID Cap Value 4,013,109 4.74

Global Equities 12,788,705 15.11
First Eagle 6,282,938 7.42
Delaware Focus Global Growth 6,505,767 7.68

International and EM Equities 17,244,419 20.37
William Blair International Growth 6,376,393 7.53
Harbor International Equity 6,483,359 7.66
iShares MSCI Emerging Markets Index 4,384,667 5.18

Total Public Equities 60,476,825 71.44

Domestic Fixed Income 17,657,256 20.86
Met West Total Return 6,963,883 8.23
PIMCO Income 7,046,742 8.32
Eaton Vance Income 3,646,627 4.31

Global Fixed Income 6,100,246 7.21
Brandywine Global Fixed Income 3,064,939 3.62
Templeton Global Bond Fund 3,035,307 3.59

Total Fixed Income 23,757,503 28.06

Real Assets - 0.00

Cash & Equivalents 424,310 0.50
Cash Holding Account 424,310 0.50

Cal Poly Pomona Foundation Total Fund 84,658,638 100.00

Allocation Differences

0.00% 3.00%-3.00 %-6.00 %

Cash & Equivalents

Real Assets
Fixed Income

International and EM Equities

Global Equities
Domestic Equities

0.50%

-5.00 %
-1.94 %

2.37%

1.11%
2.96%

Market Value
($)

Allocation
(%)

Target
(%)

Domestic Equities 30,443,701 35.96 33.00
Global Equities 12,788,705 15.11 14.00
International and EM Equities 17,244,419 20.37 18.00
Fixed Income 23,757,503 28.06 30.00
Real Assets - - 5.00
Cash & Equivalents 424,310 0.50 0.00
Total Fund 84,658,638 100.00 100.00

Cal Poly Pomona Foundation
Balances and Asset Allocation

As of March 31, 2016

*Please see important disclosures at the end of the presentation.
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Allocation

Market
Value

($)
%

Performance(%)

Quarter
To

Date

Fiscal
YTD

1 Year
a/o 06/15

3 Years
a/o 06/15

5 Years
a/o 06/15

Fiscal Year
2014

Fiscal Year
2013

Since
Inception

Inception
Date

Cal Poly Pomona Foundation Total Fund 84,658,638 100.00 0.71 -5.94 -1.64 8.11 9.09 15.80 10.95 5.49 10/01/2008
Cal Poly Pomona Custom Benchmark* 2.79 -1.08 -2.73 8.68 9.58 19.08 10.81 6.18

Public Equities 60,476,825 71.44 0.02 -5.89 0.93 12.27 12.35 21.41 15.49 6.49 10/01/2008
MSCI AC World Net 0.24 -4.67 0.72 13.02 11.93 22.97 16.58 6.35

Domestic Equities 30,443,701 35.96 -0.82 -5.44 7.63 18.58 17.55 28.21 20.83 9.34 10/01/2008
Russell 3000 0.97 -0.48 7.30 17.74 17.54 25.22 21.49 10.25

Westfield All Cap Growth 11,313,653 13.36 -2.94 -6.85 9.37 21.22 N/A 30.37 24.92 11.04 08/01/2011
Russell 3000 Growth 0.34 1.08 10.70 18.16 N/A 26.74 17.58 13.07

Aristotle Large Cap Value 11,174,473 13.20 0.66 -1.40 7.07 N/A N/A 28.11 N/A 10.40 06/01/2013
Russell 1000 Value 1.64 -1.65 4.14 N/A N/A 23.81 N/A 8.41

Apex SMID Cap Growth 3,942,466 4.66 -5.07 -13.94 9.98 21.61 N/A 30.48 25.33 10.36 08/01/2011
Russell 2500 Growth -2.66 -10.13 11.28 20.33 N/A 26.26 24.02 10.26

Vaughan Nelson SMID Cap Value 4,013,109 4.74 N/A N/A N/A N/A N/A N/A N/A 11.43 02/01/2016
Russell 2500 Vl N/A N/A N/A N/A N/A N/A N/A 10.08

Global Equities 12,788,705 15.11 0.69 -1.95 0.00 9.23 N/A 16.29 12.09 5.44 08/01/2011
MSCI AC World Net 0.24 -4.67 0.72 13.02 N/A 22.97 16.58 5.93

First Eagle 6,282,938 7.42 3.52 0.82 -1.43 9.18 N/A 17.81 12.08 6.04 08/01/2011
MSCI AC World Net 0.24 -4.67 0.72 13.02 N/A 22.97 16.58 5.93

Delaware Focus Global Growth 6,505,767 7.68 -2.08 -4.69 1.39 N/A N/A N/A N/A 2.72 10/01/2013
MSCI AC World Net 0.24 -4.67 0.72 N/A N/A N/A N/A 3.66

International and EM Equities 17,244,419 20.37 0.93 -9.83 -5.19 7.41 6.92 17.93 10.83 3.42 10/01/2008
MSCI AC World xUS Net -0.37 -9.66 -5.27 9.44 7.76 21.75 13.65 3.37

William Blair International Growth 6,376,393 7.53 -2.81 -8.53 -0.36 11.94 10.24 20.00 17.33 5.64 10/01/2008
MSCI AC World xUS Net -0.37 -9.66 -5.27 9.44 7.76 21.75 13.65 3.37

Harbor International 6,483,359 7.66 1.33 -9.34 -4.62 9.75 9.64 21.48 14.10 4.32 10/01/2008
MSCI AC World xUS Net -0.37 -9.66 -5.27 9.44 7.76 21.75 13.65 3.37

Cal Poly Pomona Foundation
Asset Allocation & Performance

As of March 31, 2016

*Custom Banchmark Description: 40% Russell 3000, 25% MSCI AC World xUS Net, 30% Citi WGBI, 5% S&P NAM Natural Resources
**Please see important disclosures at the end of the presentation.
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Cal Poly Pomona Foundation
Asset Allocation & Performance

As of March 31, 2016
Allocation

Market
Value

($)
%

Performance(%)

Quarter
To

Date

Fiscal
YTD

1 Year
a/o 06/15

3 Years
a/o 06/15

5 Years
a/o 06/15

Fiscal Year
2014

Fiscal Year
2013

Since
Inception

Inception
Date

iShares MSCI Emerging Markets Index 4,384,667 5.18 6.28 -12.24 N/A N/A N/A N/A N/A -9.47 01/01/2015
MSCI Emerging Markets Net 5.71 -12.63 N/A N/A N/A N/A N/A -8.12

Fixed Income 23,757,503 28.06 2.21 -1.61 -0.97 2.64 3.79 5.57 3.43 5.38 10/01/2008
BC Aggregate 3.03 3.70 1.85 1.82 3.35 4.37 -0.69 4.85
Citi WGBI Unhedged 7.09 7.59 -9.36 -2.57 0.97 6.85 -4.50 2.99

Met West Total Return 6,963,883 8.23 2.48 2.67 1.91 4.18 N/A 5.92 4.76 4.55 08/01/2011
BC Aggregate 3.03 3.70 1.85 1.82 N/A 4.37 -0.69 3.20

PIMCO Income 7,046,742 8.32 N/A N/A N/A N/A N/A N/A N/A 1.08 02/01/2016
BC Aggregate N/A N/A N/A N/A N/A N/A N/A 1.63

Eaton Vance Income 3,646,627 4.31 N/A N/A N/A N/A N/A N/A N/A 3.49 02/01/2016
BC Aggregate N/A N/A N/A N/A N/A N/A N/A 1.63

Brandywine Global Fixed Income 3,064,939 3.62 8.41 3.72 -6.72 1.40 N/A 7.67 3.80 2.90 08/01/2011
Citi WGBI Unhedged 7.09 7.59 -9.36 -2.57 N/A 6.85 -4.50 -0.03

Templeton Global Bond Fund 3,035,307 3.59 0.02 -4.02 -1.72 4.30 N/A 7.05 7.84 1.44 08/01/2011
Citi WGBI Unhedged 7.09 7.59 -9.36 -2.57 N/A 6.85 -4.50 -0.03

Real Assets - 0.00 N/A N/A -22.73 -5.40 N/A 6.07 3.29 N/A 08/01/2011

*Custom Banchmark Description: 40% Russell 3000, 25% MSCI AC World xUS Net, 30% Citi WGBI, 5% S&P NAM Natural Resources
**Please see important disclosures at the end of the presentation.
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Asset Allocation Over Time

Current
Quarter

Fiscal
YTD

1 Year
a/o 06/15

3 Years
a/o 06/15

5 Years
a/o 06/15

Since
Inception

Inception
Date

Cal Poly Pomona Foundation Total Fund 10/01/2008
   Beginning Market Value 83,825,634 90,234,110 86,657,511 55,579,506 32,136,814 31,161,294
   Net Contributions 257,925 -111,358 5,130,228 18,026,112 32,883,607 32,841,883
   Gain/Loss 575,079 -5,464,115 -1,553,628 16,628,492 25,213,690 20,655,461
   Ending Market Value 84,658,638 84,658,638 90,234,110 90,234,110 90,234,110 84,658,638

Current
Quarter

Fiscal
YTD

1 Year
a/o 06/15

3 Years
a/o 06/15

3 Years
a/o 06/15

Since
Inception

Inception
Date

Cal Poly Pomona Foundation Total Fund 0.71 -5.94 -1.64 8.11 9.09 5.49 10/01/2008
Cal Poly Pomona Custom Benchmark 2.79 -1.08 -2.73 8.68 9.58 6.18 10/01/2008

US Equity International Equity Global Equity International-Emerging Equity

US Fixed Income Global Fixed Income US REIT (Real-Estate Funds) US Real Return

Global Real Return US Mixed Assets Global Mixed Assets Cash

Hedge Fund
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Cal Poly Pomona Foundation
Performance and Asset Allocation History

As of March 31, 2016

*Custom Banchmark Description: 40% Russell 3000, 25% MSCI AC World xUS Net, 30% Citi WGBI, 5% S&P NAM Natural Resources

**Please see important disclosures at the end of the presentation.
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Rolling 36 Month Standard Deviation Rolling 36 Month Beta vs. Risk Benchmark

Rolling 36 Month Alpha vs. Risk Benchmark
Alpha

CSU Cal Poly Pomona Total Fund

Cal Poly Pomona Custom Benchmark
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-1.5

-0.5
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1.5

2.5

9/11 3/12 9/12 3/13 9/13 3/14 9/14 3/15 9/15 3/16

Current
Quarter

Fiscal
YTD

Since
Inception

Inception
Date

Return 0.71 -5.94 5.49 10/01/2008
Standard Deviation 4.15 3.66 13.00

vs. Cal Poly Pomona Custom Benchmark
Alpha -0.70 -0.55 -0.44
Beta 1.01 1.03 0.97
R-Squared 1.00 0.99 0.96

Standard Deviation

CSU Cal Poly Pomona Total Fund

Cal Poly Pomona Custom Benchmark
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Cal Poly Pomona Foundation
Risk Analytics

As of March 31, 2016

*Custom Banchmark Description: 40% Russell 3000, 25% MSCI AC World xUS Net, 30% Citi WGBI, 5% S&P NAM Natural Resources

**Please see important disclosures at the end of the presentation.
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I M P O R T A N T   D I S C L O S U R E S

To the extent the investments depicted herein represent international securities, you should be aware that there may be additional risks associated with 
international investing, including foreign economic, political, monetary and/or legal factors, changing currency exchange rates, foreign taxes, and differences in 
financial and accounting standards. These risks may be magnified in emerging markets. International investing may not be for everyone. Small capitalization 
companies may lack the financial resources, product diversification and competitive strengths of larger companies. In addition, the securities of small capitalization 
companies may not trade as readily as, and be subject to higher volatility than, those of larger, more established companies.

Bonds are subject to interest rate risk. When interest rates rise bond prices fall; generally the longer a bond's maturity, the more sensitive it is to this risk. Bonds may 
also be subject to call risk, which allows the issuer to retain the right to redeem the debt, fully or partially, before the scheduled maturity date. Proceeds from sales 
prior to maturity may be more or less than originally invested due to changes in market conditions or changes in the credit quality of the issuer.

Investing in alternative investments is speculative, not suitable for all clients, and intended for experienced and sophisticated investors who are willing to bear the 
high economic risks of the investment, which can include: 

• loss of all or a substantial portion of the investment due to leveraging, short‐selling or other speculative investment practices;
• lack of liquidity in that there may be no secondary market for the fund and none expected to develop;
• volatility of returns; 
• restrictions on transferring interests in the fund;
• potential lack of diversification and resulting higher risk due to concentration of trading authority with a single advisor;
• absence of information regarding valuations and pricing;
• delays in tax reporting;
• less regulation and higher fees than mutual funds; 
• and advisor risk.

Although the statements and data in this report have been obtained from, and are based upon, sources that the Firm believes to be reliable, we do not guarantee 
their accuracy, and any such information may be incomplete or condensed.  All opinions included in this report constitute the presenters judgment as of the date of 
this report and are subject to change without notice.  This report is for informational purposes only and is not intended as an offer or solicitation with respect to the 
purchase or sale of any security.  Past performance is not a guarantee of future results.  

Actual returns would be reduced by expenses that may include management fees and costs of transactions. Expected return and risk (standard deviation) 
calculations are based on historical data for periods indicated.  

The views expressed herein are those of the authors (Graystone Austin, Graystone Columbus/Grand Rapids/Wilkes Barre, Graystone Santa Rosa) and do not 
necessarily reflect the views of Morgan Stanley Wealth Management or its affiliates. All opinions are subject to change without notice. Neither the information 
provided nor any opinion expressed constitutes a solicitation for the purchase or sale of any security. Past performance is no guarantee of future results.

© 2016 Graystone Consulting is a business of Morgan Stanley. 
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Total Fund
      ($)             (%)

Domestic Equities $5,987,067 14.32%

Westfield All Cap Growth $2,303,385 5.51%
Aristotle Large Cap Value $2,307,723 5.52%
Apex SMID Cap Growth $936,604 2.24%
Keeley SMID Cap Value $439,203 1.05%

Global Equities $2,719,105 6.50%

First Eagle Global $1,350,959 3.23%
Delaware Focused Global Growth $1,368,146 3.27% Market Value Allocation

($) (%)

International and EM Equities $3,709,709 8.87%     Domestic Equities $5,987,067 14.32%
William Blair International Growth $1,480,064 3.54%     Global Equities $2,719,105 6.50%
Harbor International Value $1,480,653 3.54%     International and EM Equities $3,709,709 8.87%
iShares MSCI Emerging Markets Index $748,991 1.79%     Fixed Income $29,294,153 70.07%

    Real Assets $0 0.00%
Public Equities $12,415,881 29.70%     Cash & Equivalents $96,893 0.23%

As of March 31, 2016

Fixed Income $29,294,153 70.07%

Doubleline Total Return $2,552,387 6.11%
Guggenheim Limited Duration $7,588,368 18.15%
Eaton Vance Income $666,278 1.59%
Brandywine Global Opportunistic $1,128,434 2.70%
PIMCO Income $2,173,701 5.20%
PIMCO Low Duration $7,618,183 18.22%
MetWest Low Duration $7,566,801 18.10%

Real Assets $0 0.00%

      Allocation Differences
As of March 31, 2016

Cash and Equivalents $96,893 0.23% Market Value Allocation Target

Cash and Equivalents $96,893 0.23% ($) (%) (%)

Domestic Equities $5,987,067 14.32% 13.00%
Global Equities $2,719,105 6.50% 6.00%

General Investment Portfolio $41,806,927 100.00% International and EM Equities $3,709,709 8.87% 7.00%
Fixed Income $29,294,153 70.07% 72.00%
Real Assets $0 0.00% 2.00%
Cash & Equivalents $96,893 0.23% 0.00%

Cal Poly Pomona Foundation - General Investment Portfolio

Balances and Asset Allocation

As of March 31, 2016

0.23% 

-2.00% 

-1.93% 

1.87% 

0.50% 

1.32% 

-3.00% -2.00% -1.00% 0.00% 1.00% 2.00% 3.00%

1

2

3

4

March 31, 2016:   $41,806,927 

*Please see important disclosures at the end of the presentation. 

Cash & Equivalents 

Real Assets 

Fixed Income 

Domestic Equities 

Global Equities 

International and EM Equities 
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Allocation

Market
Value

($)
%

Performance(%)

Quarter
To

Date

Fiscal
YTD

1 Year
a/o 06/15

Fiscal Year
2014

Since
Inception

Inception
Date

General Investment Portfolio 41,806,927 100.00 0.50 -1.84 0.06 4.02 0.38 03/01/2013
Cal Poly Pomona Custom Benchmark* 2.05 0.59 0.90 4.34 1.36

Public Equities 12,415,881 29.70 -0.39 -6.31 0.61 N/A -1.02 04/01/2014
MSCI AC World Net 0.24 -4.67 0.72 N/A 0.43

Domestic Equities 5,987,067 14.32 -1.20 -5.88 6.76 N/A 2.46 04/01/2014
Russell 3000 0.97 -0.48 7.30 N/A 5.82

Westfield All Cap Growth 2,303,385 5.51 -3.01 -6.97 8.39 N/A 2.63 04/01/2014
Russell 3000 Growth 0.34 1.08 10.70 N/A 8.32

Aristotle Large Cap Value 2,307,723 5.52 0.81 -1.60 6.40 N/A 4.79 04/01/2014
Russell 1000 Value 1.64 -1.65 4.14 N/A 3.75

Apex SMID Cap Growth 936,604 2.24 -5.44 -14.30 9.53 N/A -1.18 04/01/2014
Russell 2500 Growth -2.66 -10.13 11.28 N/A 1.44

Vaughan Nelson SMID Cap Value 439,203 1.05 N/A N/A N/A N/A 8.14 02/01/2016
Russell 2500 Vl N/A N/A N/A N/A 10.08

Global Equities 2,719,105 6.50 0.59 -2.10 -0.09 N/A 0.75 04/01/2014
MSCI AC World Net 0.24 -4.67 0.72 N/A 0.43

First Eagle Global 1,350,959 3.23 3.55 0.81 -1.61 N/A 1.25 04/01/2014
MSCI AC World Net 0.24 -4.67 0.72 N/A 0.43

Delaware Focused Global Growth 1,368,146 3.27 -2.35 -4.99 1.43 N/A 0.21 04/01/2014
MSCI AC World Net 0.24 -4.67 0.72 N/A 0.43

Cal Poly Pomona Foundation - General Investment Portfolio
Asset Allocation & Performance

As of March 31, 2016

*Inception to 3/31/2014 100% Barclays Int. Gov't Credit. 4/1/2014 to Present 72% Barclays Int. Gov't Credit, 26% MSCI ACWI, 2% S&P NAM Natural Resources
**Please see important disclosures at the end of the presentation.
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Cal Poly Pomona Foundation - General Investment Portfolio
Asset Allocation & Performance

As of March 31, 2016
Allocation

Market
Value

($)
%

Performance(%)

Quarter
To

Date

Fiscal
YTD

1 Year
a/o 06/15

Fiscal Year
2014

Since
Inception

Inception
Date

International and EM Equities 3,709,709 8.87 0.10 -10.60 -4.47 N/A -5.94 04/01/2014
MSCI AC World xUS Net -0.37 -9.66 -5.27 N/A -5.19

William Blair International Growth 1,480,064 3.54 -3.15 -8.89 -0.63 N/A -3.01 04/01/2014
MSCI AC World xUS Net -0.37 -9.66 -5.27 N/A -5.19

Harbor International Value 1,480,653 3.54 0.55 -10.08 -4.85 N/A -5.98 04/01/2014
MSCI AC World xUS Net -0.37 -9.66 -5.27 N/A -5.19

iShares MSCI Emerging Markets Index 748,991 1.79 5.59 -12.83 N/A N/A -9.54 01/01/2015
MSCI Emerging Markets Net 5.71 -12.63 N/A N/A -8.12

Fixed Income 29,389,846 70.30 0.75 0.09 0.20 3.14 0.78 03/01/2013
BC Gov/Cr Intm 2.45 2.70 1.68 2.86 1.82

Short-Term Portfolio Strategy 29,389,846 70.30 0.75 0.09 0.20 3.14 0.78 03/01/2013
BC Gov/Cr Intm 2.45 2.70 1.68 2.86 1.82

*Inception to 3/31/2014 100% Barclays Int. Gov't Credit. 4/1/2014 to Present 72% Barclays Int. Gov't Credit, 26% MSCI ACWI, 2% S&P NAM Natural Resources
**Please see important disclosures at the end of the presentation.
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Asset Allocation Over Time

Current
Quarter

Fiscal
YTD

1 Year
a/o 06/15

Fiscal Year
2014

Since
Inception

Inception
Date

General Investment Portfolio 03/01/2013
   Beginning Market Value 41,573,406 45,138,316 39,178,257 26,122,666 24,301,287
   Net Contributions 7,549 -2,533,677 5,834,028 11,817,106 17,272,996
   Gain/Loss 225,972 -797,711 126,031 1,238,484 232,644
   Ending Market Value 41,806,927 41,806,927 45,138,316 39,178,257 41,806,927

Current
Quarter

Fiscal
YTD

1 Year
a/o 06/15

Fiscal Year
2014

Since
Inception

Inception
Date

General Investment Portfolio 0.50 -1.84 0.06 4.02 0.38 03/01/2013
Cal Poly Pomona Custom Benchmark 2.05 0.59 0.90 4.34 1.36 03/01/2013

US Equity International Equity Global Equity

International-Emerging Equity US Fixed Income Global Mixed Assets
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Cal Poly Pomona Foundation - General Investment Portfolio
Performance and Asset Allocation History

As of March 31, 2016

*Inception to 3/31/2014 100% Barclays Int. Gov't Credit. 4/1/2014 to Present 72% Barclays Int. Gov't Credit, 26% MSCI ACWI, 2% S&P NAM Natural Resources

**Please see important disclosures at the end of the presentation.
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I M P O R T A N T   D I S C L O S U R E S

To the extent the investments depicted herein represent international securities, you should be aware that there may be additional risks associated with 
international investing, including foreign economic, political, monetary and/or legal factors, changing currency exchange rates, foreign taxes, and differences in 
financial and accounting standards. These risks may be magnified in emerging markets. International investing may not be for everyone. Small capitalization 
companies may lack the financial resources, product diversification and competitive strengths of larger companies. In addition, the securities of small capitalization 
companies may not trade as readily as, and be subject to higher volatility than, those of larger, more established companies.

Bonds are subject to interest rate risk. When interest rates rise bond prices fall; generally the longer a bond's maturity, the more sensitive it is to this risk. Bonds may 
also be subject to call risk, which allows the issuer to retain the right to redeem the debt, fully or partially, before the scheduled maturity date. Proceeds from sales 
prior to maturity may be more or less than originally invested due to changes in market conditions or changes in the credit quality of the issuer.

Investing in alternative investments is speculative, not suitable for all clients, and intended for experienced and sophisticated investors who are willing to bear the 
high economic risks of the investment, which can include: 

• loss of all or a substantial portion of the investment due to leveraging, short‐selling or other speculative investment practices;
• lack of liquidity in that there may be no secondary market for the fund and none expected to develop;
• volatility of returns; 
• restrictions on transferring interests in the fund;
• potential lack of diversification and resulting higher risk due to concentration of trading authority with a single advisor;
• absence of information regarding valuations and pricing;
• delays in tax reporting;
• less regulation and higher fees than mutual funds; 
• and advisor risk.

Although the statements and data in this report have been obtained from, and are based upon, sources that the Firm believes to be reliable, we do not guarantee 
their accuracy, and any such information may be incomplete or condensed.  All opinions included in this report constitute the presenters judgment as of the date of 
this report and are subject to change without notice.  This report is for informational purposes only and is not intended as an offer or solicitation with respect to the 
purchase or sale of any security.  Past performance is not a guarantee of future results.  

Actual returns would be reduced by expenses that may include management fees and costs of transactions. Expected return and risk (standard deviation) 
calculations are based on historical data for periods indicated.  

The views expressed herein are those of the authors (Graystone Austin, Graystone Columbus/Grand Rapids/Wilkes Barre, Graystone Santa Rosa) and do not 
necessarily reflect the views of Morgan Stanley Wealth Management or its affiliates. All opinions are subject to change without notice. Neither the information 
provided nor any opinion expressed constitutes a solicitation for the purchase or sale of any security. Past performance is no guarantee of future results.

© 2016 Graystone Consulting is a business of Morgan Stanley. 
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CAL POLY POMONA FOUNDATION, INC.
INVESTMENT SUMMARY AS OF MARCH 31, 2016

Policy Range Policy Range Total Graystone Common Fund Foundation
Asset Class Minimum Maximum Policy Target Portfolio Allocation Portfolio Amount Portfolio Amount Portfolio Amount Portfolio Amount

Equities
     Domestic & Int'l (Dev & Emerging 10% 65% 23% 28% 12,415,881            12,415,881            
Fixed Income 40% 85% 65% 66% 29,294,153            29,294,153            
Cash Equivalents 0% 20% 0% 0% 96,893                   96,893                   
Real Assets 0% 10% 2% 0% -                         -                         
Real Estate 0% 10% 0% 0% -                         
Alternative Investments 0% 25% 10% 6%
     Private Equity & Capital Partners 838,678                 838,678                 
     Innovation Way Infrastructure 1,689,088              1,689,088            

100% 100% 44,334,693            41,806,927            838,678                 1,689,088            

55



Summary Investment Report Cal Poly Pomona Foundation

All Accounts

January 01, 2016 - March 31, 2016

56



All Accounts

All fund returns are net of fees. Past performance is no assurance of future returns.

1 4/27/2016 2:45:00 PM Cal Poly Pomona Foundation

Total Portfolio Market Value as of 3/31/2016

Investment Category
Adjusted Market

Value Allocation %

Portfolio Total Core Funds $838,678.00 100.00%

Portfolio Total $838,678.00 100.00%
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All Accounts

All fund returns are net of fees. Past performance is no assurance of future returns.

2 4/27/2016 2:45:00 PM Cal Poly Pomona Foundation

Non-Marketable Investments Since Inception to Value Date

Non-Marketable Fund Incep. Date Commitment Capital Calls Distributions
Net Income/

(Loss) Value Date Market Value IRR Multiple

Private Equity Partners VII 9/30/2007 $750,000.00 $642,000.00 ($361,474.00) $361,322.00 12/31/2015 $641,848.00 12.39% 1.56

Capital Partners IV 9/30/2007 $250,000.00 $220,625.00 ($123,670.00) $111,968.00 12/31/2015 $208,923.00 9.43% 1.51

Total Core Funds $1,000,000.00 $862,625.00 ($485,144.00) $473,290.00 $850,771.00 11.52% 1.55

Non-Marketable Total $1,000,000.00 $862,625.00 ($485,144.00) $473,290.00 $850,771.00 11.52% 1.55

Non-Marketable Investments Roll Forward From Value Date to 3/31/2016

Non-Marketable Fund Incep. Date Commitment Valuation Date
Most Recent

Valuation

Capital Calls
since Valuation

Date

Distributions
since Valuation

Date
Adjusted Market

Value

Private Equity Partners VII 9/30/2007 $750,000.00 12/31/2015 $641,848.00 $1,875.00 ($7,985.00) $635,738.00

Capital Partners IV 9/30/2007 $250,000.00 12/31/2015 $208,923.00 $1,875.00 ($7,858.00) $202,940.00

Total Core Funds $1,000,000.00 $850,771.00 $3,750.00 ($15,843.00) $838,678.00

Non-Marketable Total $1,000,000.00 $850,771.00 $3,750.00 ($15,843.00) $838,678.00

 * Note: Month-end adjusted balances for marketable cash funds reflect the impact of pending cash subscriptions. Adjusted Balances for non-marketable securities reflect the impact of all
cash transactions that have posted since the last valuation date.
1) IRR and multiple performance calculations are net of all fees and carried interest
2) IRR, or internal rate of return, represents the annualized implied discount rate calculated from the cash flows to/from the partnerships since inception of the respective partnership
through the value date
3) Multiple represents a cash-on-cash return calculated by adding distributions to the ending market value and dividing the total value by capital called – ((Distributions to date +
Adjusted ending market value)/$ called to date)
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All Accounts

All fund returns are net of fees. Past performance is no assurance of future returns.

3 4/27/2016 2:45:00 PM Cal Poly Pomona Foundation

Portfolio Performance as of 3/31/2016

Assets   Investment Performance

Investment Market Value ($)
Average

Allocation
  

MTD QTD FYTD 1 Year 3 Years 5 Years 10 Years
Account

Inception
Account Inception

Date

Private Equity Partners VII 635,738 75.8%    3.69 3.69 11.47 14.86 17.43 14.31  4.03 12/31/2007

US Private Equity 635,738 75.8%    3.69 3.69 11.47 14.86 17.43 14.31  4.03 12/31/2007

Capital Partners IV 202,940 24.2%    0.00 0.00 5.46 5.78 12.17 11.17  1.51 12/31/2007

Multi-Asset 202,940 24.2%    0.00 0.00 5.46 5.78 12.17 11.17  1.51 12/31/2007

Total Non-Marketable 838,678 100.0%    2.76 2.76 9.93 12.48 16.03 13.50 -4.16 -3.70 9/30/2005

Total Portfolio 838,678 100.0%    2.76 2.76 9.93 12.48 18.95 14.42 -0.23 2.90 9/30/2003
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All Accounts

All fund returns are net of fees. Past performance is no assurance of future returns.

4 4/27/2016 2:45:00 PM Cal Poly Pomona Foundation

Important Notes | Marketable Performance
• The information included in this report is presented solely for the recipient named on the cover page of this report and its authorized representatives. The information provided

may not be reproduced or otherwise disseminated in whole or in part without our prior written consent. Neither the information nor any opinion contained in this report
constitutes a solicitation or offer by Commonfund Asset Management Company, Inc., Commonfund Capital, Inc., or its affiliates (together “Commonfund”) to buy or sell any
securities or securities derivatives products of any kind or provide any investment advice or service.

• Returns include closed account history in group composites, if applicable.
• All investment strategies have the potential for profit or loss. Changes in investment strategies, contributions or withdrawals may materially alter the performance, strategy and

results of your portfolio.
• Different types of investments involve varying degrees of risk, and there can be no assurance that any specific investment will either be suitable or profitable for a client’s

investment portfolio.
• Unless otherwise indicated, any performance shown is unaudited, net of applicable underlying fund management, performance and other fees, and expenses.  Performance shown

presumes reinvestment of earnings and excludes investor specific sales and other charges.  Fees may be modified or waived for certain investors. Please refer to the specific funds
offering documents for more information regarding the fund’s fees, charges and expenses, which will offset its gains. If returns are indicated as gross, such returns do not reflect
the deduction of any fees or expenses. Fees and expenses, including management and performance fees, will reduce gross returns. Performance may vary substantially from year
to year or even from month to month.  An investor’s actual performance and actual fees may differ from the performance information shown due to, among other factors, capital
contributions and withdrawals/redemptions, different share classes and eligibility to participate in “new issues.” The value of investments can go down as well as up. Past
performance is not indicative of future results.

• Benchmarks, financial indices, and composite indices are shown for illustrative purposes only and are provided for the purpose of making general market data available as a point
of reference only.  Such benchmarks and financial indices may not be available for direct investment, may be unmanaged, assume reinvestment of income, do not reflect the
impact of any trading commissions and costs, management or performance fees, and have limitations when used for comparison or other purposes because they, among other
reasons, may have different trading strategy, volatility, credit, or other material characteristics (such as limitations on the number and types of securities or instruments).
Commonfund fund’s investment objective is not restricted to the securities and instruments comprising any one index.  No representation is made that any benchmark or index is
an appropriate measure for comparison. The information is gathered from sources we believe are reliable but we cannot ensure accuracy.  Commonfund does not guarantee the
accuracy, completeness or timeliness of such information and such information is subject to change, either expressly or impliedly, for any particular purpose.

• Performance is calculated monthly. Therefore, returns for any investments in any fund for less than a full month are not included in these performance figures.

Important Notes | Non-Marketable Performance
• Investments in Programs for Commonfund Capital and Commonfund Realty are carried as of the most recent valuation date, which may not correspond to the marketable

securities valuation dates.
• All performance data set forth herein is net of all fees and carried interest. Internal Rates of Return (IRR) should be evaluated in light of information on the investment program of

the partnership, the risks associated therewith, and performance of the partnership as disclosed in the Offering Memorandum for the partnership, the Audited Annual Reports of
the partnership and the Quarterly Reports of the partnership. Return information is presented for these partnerships on a dollar-weighted (e.g. internal rate of return) basis, which
is standard for the private capital industry, rather than the time-weighted (i.e., annual or other period rate of return) basis, which is used principally to report performance of
publicly-traded securities. The IRR since inception is the most commonly used calculation methodology for presentation of performance in the private capital business.
Comparison of returns calculated on an IRR basis with returns on a time-weighted basis is not appropriate. For a description of the two return calculation methods, see Measuring
Investment returns, Time vs. Dollar-Weighted – What’s the Difference? A copy is available from Commonfund.

• Distressed Debt programs are reported with a one quarter lag. For example, if the report 'As of' date is 9/30/YY then Distressed Debt programs are represented using 6/30/YY, or
previous quarter values.

• Private Capital and Real Estate programs are reported with a one quarter lag. For example, if the report 'As of' date is 9/30/YY then Private Capital and Real Estate programs are
represented using 6/30/YY, or previous quarter values.

• Private Capital and Commonfund Realty Partners I, L.P. returns are normally reported as an Internal Rate of Return (IRR). All other Commonfund investment returns are reported
as Time Weighted Rates of Return (TWR). For Consolidated Performance reporting purposes, TWRs are used for all individual and composite returns.
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All Accounts

All fund returns are net of fees. Past performance is no assurance of future returns.

5 4/27/2016 2:45:00 PM Cal Poly Pomona Foundation

Important Notes | Description of Indices

The HFRI Monthly Indices (HFRI) are equally weighted performance indexes, utilized by numerous hedge fund managers as a benchmark for their own hedge funds. The HFRI are
broken down into 4 main strategies, each with multiple sub-strategies. All single-manager HFRI Index constituents are included in the HFRI Fund Weighted Composite, which accounts
for over 2000 funds listed on the internal HFR Database. Due to mutual agreements with the hedge fund managers listed in the HFR Database, we are not at liberty to disclose the
particular funds behind any index to non-database subscribers. Funds included in the HFRI Monthly Indices must: Report monthly returns, Report Net of All Fees Returns, Report assets
in USD, Have at least $50 Million under management or have been actively trading for at least twelve (12) months.  Funds are eligible for inclusion in the HFRI the month after their
addition to HFR Database. For instance, a fund that is added to HFR Database in June is eligible for inclusion in the indices upon reporting their July performance. The HFRI are updated
three times a month: Flash Update (5th business day of the month), Mid Update (15th of the month), and End Update (1st business day of following month). The current month and the
prior three months are left as estimates and are subject to change. All performance prior to that is locked and is no longer subject to change. If a fund liquidates/closes, that fund's
performance will be included in the HFRI as of that fund's last reported performance update. The HFRI Fund of Funds Index is not included in the HFRI Fund Weighted Composite
Index. Both domestic and offshore funds are included in the HFRI. In cases where a manager lists mirrored-performance funds, only the fund with the larger asset size is included in the
HFRI.
See https://www.hedgefundresearch.com/index.php?fuse=indices-faq&1319810221

The MSCI EAFE Index (Europe, Australasia, Far East) is a free float-adjusted market capitalization index that is designed to measure the equity market performance of developed
markets, excluding the US & Canada. The MSCI EAFE Index consists of the following 21 developed market country indexes: Australia, Austria, Belgium, Denmark, Finland, France,
Germany, Hong Kong, Ireland, Israel, Italy, Japan, the Netherlands, New Zealand, Norway, Portugal, Singapore, Spain, Sweden, Switzerland, and the United Kingdom (List as of June
2014).

The MSCI US REIT Index is a free float�adjusted market capitalization weighted index that is comprised of Equity REIT securities. The MSCI US REIT Index includes securities with
exposure to core real estate (e.g. residential and retail properties) as well as securities with exposure to other types of real estate (e.g. casinos, theaters).

The MSCI ACWI Index is a free float-adjusted market capitalization weighted index that is designed to measure the equity market performance of developed and emerging markets.
The MSCI ACWI consists of 46 country indexes comprising 23 developed and 23 emerging market country indexes. The developed market country indexes included are: Australia,
Austria, Belgium, Canada, Denmark, Finland, France, Germany, Hong Kong, Ireland, Israel, Italy, Japan, Netherlands, New Zealand, Norway, Portugal, Singapore, Spain, Sweden,
Switzerland, the United Kingdom and the United States. The emerging market country indexes included are: Brazil, Chile, China, Colombia, Czech Republic, Egypt, Greece, Hungary,
India, Indonesia, Korea, Malaysia, Mexico, Peru, Philippines, Poland, Qatar, Russia, South Africa, Taiwan, Thailand, Turkey, and United Arab Emirates. (List as of June 2014).

The CSFB Leveraged Loan Index is an index designed to mirror the investable universe of the $US-denominated leveraged loan market. The index inception is January 1992. The
index frequency is monthly. New loans are added to the index on their effective date if they qualify according to the following criteria: Loans must be rated “5B” or lower; only fully-
funded term loans are included; the tenor must be at least one year; and the Issuers must be domiciled in developed countries (Issuers from developing countries are excluded). Fallen
angels are added to the index subject to the new loan criteria. Loans are removed from the index when they are upgraded to investment grade, or when they exit the market (for example,
at maturity, refinancing or bankruptcy workout). Note that issuers remain in the index following default. Total return of the index is the sum of three components: principal, interest, and
reinvestment return. The cumulative return assumes that coupon payments are reinvested into the index at the beginning of each period.

The MSCI ACWI ex USA Index captures large and mid-cap representation across 22 of 23 Developed Markets (DM) countries*--excluding the United States. With 1,003 constituents,
the index covers approximately 85% of the free float-adjusted market capitalization in each country.

The MSCI Emerging Markets Index is a free float-adjusted market capitalization index that is designed to measure equity market performance of emerging markets. The MSCI
Emerging Markets Index consists of the following 23 emerging market country indexes: Brazil, Chile, China, Colombia, Czech Republic, Egypt, Greece, Hungary, India, Indonesia,
Korea, Malaysia, Mexico, Peru, Philippines, Poland, Qatar, Russia, South Africa, Taiwan, Thailand, Turkey and United Arab Emirates (List as of June 2014).

The Dow Jones U.S. Select Real Estate Securities Index (RESI) represents equity real estate investment trusts (REITs) and real estate operating companies (REOCs) traded in the U.S.
The Dow Jones U.S. Select REIT Index is a subset of the Dow Jones Americas Select RESISM and includes only REITs and REIT-like securities.
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All Accounts

All fund returns are net of fees. Past performance is no assurance of future returns.

6 4/27/2016 2:45:00 PM Cal Poly Pomona Foundation

The S&P Global Natural Resources Index includes 90 of the largest publicly-traded companies in natural resources and commodities businesses that meet specific investability
requirements, offering investors diversified and investable equity exposure across 3 primary commodity-related sectors:  agribusiness, energy, and metals & mining.

The Bloomberg Commodity Index (BCOM) is calculated on an excess return basis and reflects commodity futures price movements. The index rebalances annually weighted 2/3 by
trading volume and 1/3 by world production and weight-caps are applied at the commodity, sector and group level for diversification. Roll period typically occurs from 6th-10th business
day based on the roll schedule.

The Barclays Capital U.S. Aggregate Bond Index measures the performance of the U.S. investment grade bond market. The index invests in a wide spectrum of public, investment-
grade, taxable, fixed income securities in the United States - including government, corporate, and international dollar-denominated bonds, as well as mortgage-backed and asset-backed
securities, all with maturities of more than 1 year.

The Barclays Capital U.S. Treasury Inflation Protected Securities (TIPS) Index includes all publicly issued, U.S. Treasury inflation-protected securities that have at least one year
remaining to maturity, are rated investment grade, and have $250 million or more of outstanding face value.

The Citigroup World Government Bond Index (WGBI) measures the performance of fixed-rate, local currency, investment grade sovereign bonds. The WGBI is a widely used
benchmark that currently comprises sovereign debt from over 20 countries, denominated in a variety of currencies, and has more than 25 years of history available. The WGBI provides a
broad benchmark for the global sovereign fixed income market. Sub-indices are available in any combination of currency, maturity, or rating.

The BofA Merrill Lynch 1-3 US Year Treasury Index is an unmanaged index that tracks the performance of the direct sovereign debt of the U.S. Government having a maturity of at
least one year and less than three years. It is not possible to invest directly in an unmanaged index.

The S&P 500 Index is a widely recognized gauge of the U.S. equities market.  This index is an unmanaged capitalization-weighted index consisting of 500 of the largest capitalization
U.S. common stocks.  The returns of the S&P 500 include the reinvestment of dividends.

The Russell 2000 Index measures the performance of the small-cap segment of the U.S. equity universe. The Russell 2000 Index is a subset of the Russell 3000 Index representing
approximately 10% of the total market capitalization of that index. It includes approximately 2000 of the smallest securities based on a combination of their market cap and current index
membership. The Russell 2000 is constructed to provide a comprehensive and unbiased small-cap barometer and is completely reconstituted annually to ensure larger stocks do not
distort the performance and characteristics of the true small-cap opportunity set.

The Russell 3000 Index measures the performance of the largest 3,000 U.S. companies representing approximately 98% of the investable U.S. equity market. The Russell 3000 Index is
constructed to provide a comprehensive, unbiased and stable barometer of the broad market and is completely reconstituted annually to ensure new and growing equities are reflected.
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Memorandum

Date:

To:

From:

Subject

PASSED AN D

By

Prooosed Action:

WHEREAS, the Foundation management is requesting the lnvestment committee's action to

approve the Endowment lnvestment Budget and the Endowment Donation Budget for 2016-17

and forward to the Board of Directors for flnal approval.

Now,THEREFoRE,BElTRESoLVED,thelnvestmentCommitteehasreviewedthe
Endowment lnvestment Budget and the Endowment Donation Budget for 2016-17 and

recommends the Budgets bJfonrvarded to the Board of Directors at its next regularly scheduled

meeting.

Glhilhm
Pprit 2T , 2016 t0Undatl0n

lnvestment Committee
Cal Poly Pomona Foundation, lnc.

' AL/^'-.'h
David F. Prenovost,
Senior Managing Director/CFO

Request Approval for the Endowment lnvestment Budget and Endowment

Donation Budget 2016-'1 7

TH Y OF MAY 2016.

. Goff, C arr

lnvestment Committee



Endowments

2015-16

Budget

2015-16 Forecast to2016-17
Proposed

Forecast Budget

$ Change

Approved
Proposed

Consolidated Budget Comparison Summary
For the 2016-17 Fiscal Year

Cal Poly Pomona Foundation

Revenues

9,989,074Investment Returns 5,247,196 (4,994,171) 4,994,903
(169,776)Other 1,020,000 1,477,776 1,308,000

9,819,2986,302,9036,267,196Total Revenues (3,516,395)

Expenditures- Controllable

(1,304,318)Other 1,395,955 1,304,318

(1,304,318)1,395,955Total Expenditures- Controllable 1,304,318

Expenditures- Non-Controllable

(670)Administrative Fees 472,129 445,455 444,785
132,297Other 352,958 199,712 332,009

131,627776,794825,087Total Expenditures- Non-Controllable 645,167

(1,172,691)1,949,4852,221,042 776,794Total Expenses

Net Income 4,046,154 (5,465,880) 5,526,109 10,991,989

64



CAL POLY POMONA FOUNDATION, INC. 
  

 Proposed Fiscal Year - Project Summary - Schedule B 

Overview of Current Fiscal Year: 

Explanation of Proposed Fiscal Year Budget:

Endowment Activities

The forecast is projected to generate a net deficit of $5.5 million due to market performance.  The endowment portfolio's 
value is forecasted to be $85.3 million as of June 2016.  Working with our investment advisor at Graystone Consulting, a 
division of Morgan Stanley, we have forecasted a gain of 0.0% for the equity and real assets portion of the portfolio excluding 
dividends for the remainder of the year.  Annual dividends and interest returns are forecasted to 1.06% and 3.99% 
respectively.  Total investment fees are forecasted to be 38 basis points (10 basis points to Graystone Consulting and the 
balance to third party account managers). There are two internal fees charged per Policy # 133, a 5% fee on all donations 
and 0.75% fee for administration (excluding any terms specific to an endowment). Donations are forecasted to be $1.5 million 
per the Division of Advancement.  A distribution of 3.0% or $1.3 million endowment earnings was made in October 2015.

The proposed budget generates a surplus of $5.5 million mainly due to donations and portfolio returns.  The endowment 
portfolio's value is projected to be $90.9 million as of June 2017.   Working with our investment advisor at Graystone 
Consulting a division of Morgan Stanley, we have proposed an annual gain of 4.0% for the equity portion of the portfolio 
excluding dividends. Dividends and interest are proposed to return 1.06% and 3.99% respectively. Total investment fees are 
forecasted to be 38 basis points (10 basis points to Graystone Consulting and the balance to third party account managers). 
There are two internal fees charged per Policy # 133, a 5% fee on all donations and 0.75% fee for administration(excluding 
any terms specific to an endowment).  Donations are projected to be $1.3 million per the Division of Advancement.  We do 
not anticipate an endowment earnings distribution.
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Changes in Programs and Services for Proposed Fiscal Year:

Explanation of Proposed Fiscal Year Capital Requests: 

Changes in Staffing:

Outlook for Next 3 Years and 4 to 10 Years Beyond: 

No changes are anticipated

No capital budget requested

No changes are anticipated

It is anticipated that $1.0 million each year will be received in donations to the endowment based on past trends and existing 
pledges for the next 3 years and the 4 to 10 years beyond.  
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April May June Total
Beginning Value 84,641,268    84,734,534    84,973,419   
Dividends 26,947           12,205           78,232          117,384          
Interest 71,680           71,680           86,613          229,973          
Gains/Losses -                 -                -                -                 
Total MS Fees (80,409) -                -                (80,409)          
Pomona Fdn. Admin Fees (79,952) -                -                (79,952)          
Net Portfolio Appreciation (61,735)          83,885           164,845        186,995          
Donations/Transfer 155,000         155,000         155,000        465,000          
Endowment Distribution -                 -                -                -                 
Ending Value 84,734,534    84,973,419    85,293,264   

Assumptions:
 - Beginning Portfolio Value: $84,641,268
 - Ending Portfolio Value: $85,293,264
 - Annual Return on Equity Portion of Portfolio (Aproximately 70% of the portfolio excluding dividends): 0.0%
 - Estimated Annual Return on Dividends: 1.06%
 - Estimated Annual Return on Interest: 3.99%
 - Monthly Donation: $150,000
 - Monthly Transfer: $5,000
 - Total Fees: 38 Basis Points (10 basis points to Graystone Consulting and the balance to third party, separate account managers.)
 - Pomona Foundation Administrative Fees: 0.75% (Excludes $42 mm Kellogg Donation)
 - Schedule of Dividends and Interest based on current holdings as of February 17, 2016.

Cal Poly Pomona Foundation - Endowment Forecast Budget (FYE 2015-16)
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July August September October November December January February March April May June Total
Beginning Value 85,293,264       85,564,966 86,042,782 86,550,738 86,877,862 87,360,050 88,155,277 88,478,425 88,965,943     89,483,632 89,817,824 90,309,802 
Dividends 16,574              12,205        25,820        21,361        12,205        308,705      16,574        12,205        25,820            26,947        12,205        78,232        568,853     
Interest 71,680              71,680        86,613        71,680        71,680        86,613        71,680        71,680        86,613            71,680        71,680        86,613        919,892     
Gains/Losses 284,027            284,931      286,522      288,214      289,303      290,909      293,557      294,633      296,257          297,980      299,093      300,732      3,506,159  
Total MS Fees (81,029) -              -              (82,223) -              -              (83,748) -              -                 (85,009) -              -              (332,009)
Pomona Fdn. Admin Fees (128,550) -              -              (80,908) -              -              (83,916) -              -                 (86,407) -              -              (379,780)
Net Portfolio Appreciation 162,702            368,816      398,955      218,124      373,188      686,227      214,147      378,518      408,690          225,191      382,978      465,577      4,662,895  
Donations/Transfer 109,000            109,000      109,000      109,000      109,000      109,000      109,000      109,000      109,000          109,000      109,000      109,000      1,308,000  
Endowment Distribution -              -             
Ending Value 85,564,966       86,042,782 86,550,738 86,877,862 87,360,050 88,155,277 88,478,425 88,965,943 89,483,632     89,817,824 90,309,802 90,884,379 

Assumptions:
 - Beginning Portfolio Value: $85,293,264
 - Capital Contribution: $0, Kellogg Pledge has been fulfilled
 - Endowment Earnings Distribution: $0
 - Ending Portfolio Value: $90,884,379
 - Annual Return on Equity Portion of Portfolio (Aproximately 70% of the portfolio excluding dividends): 4.0%
 - Estimated Annual Return on Dividends: 1.06%
 - Estimated Annual Return on Interest: 3.99%
 - Monthly Donation: $108,333
 - Monthly Transfer: $667
 - Total Fees: 38 Basis Points (10 basis points to Graystone Consulting and the balance to third party, separate account managers.)
 - Pomona Foundation Administrative Fees: 0.75% (Excludes $43.4mm Kellogg Donation)
 - Schedule of Dividends and Interest based on current holdings as of February 17, 2016

Cal Poly Pomona Foundation - Endowment Proposed Budget (FYE 2016-17)
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Memorandum   
 
Date:  April 27, 2016 
 
To:  Investment Committee         
  Cal Poly Pomona Foundation, Inc. 

 
From:  David F. Prenovost, 
  Senior Managing Director/CFO 
 
Subject: Request Approval for the General Investment Budget 2016-17 
 

Proposed Action: 

WHEREAS, the Foundation management is requesting the Investment Committee’s action to 
approve the General Investment Budget for 2016-17 and forward to the Board of Directors for 
final approval. 

NOW, THEREFORE, BE IT RESOLVED, the Investment Committee has reviewed the General 
Investment Budget for 2016-17 and recommends the Budget be forwarded to the Board of 
Directors at its next regularly scheduled meeting. 

PASSED AND ADOPTED THIS 5th DAY OF MAY 2016. 

 
By: ________________________________ 
 Thomas M. Goff, Chair       
 Investment Committee 
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General Investments

2015-16

Budget

2015-16 Forecast to2016-17
Proposed

Forecast Budget

$ Change

Approved
Proposed

Consolidated Budget Comparison Summary
For the 2016-17 Fiscal Year

Cal Poly Pomona Foundation

Revenues

2,035,201Investment Returns 1,181,071 (1,116,641) 918,560

2,035,201918,5601,181,071Total Revenues (1,116,641)

Expenditures- Non-Controllable

(8,908)Other 96,487 96,384 87,476

(8,908)87,47696,487Total Expenditures- Non-Controllable 96,384

(8,908)96,38496,487 87,476Total Expenses

Net Income 1,084,583 (1,213,025) 831,084 2,044,109
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CAL POLY POMONA FOUNDATION, INC. 
  

 Proposed Fiscal Year - Project Summary - Schedule B 

Overview of Current Fiscal Year: 

Explanation of Proposed Fiscal Year Budget:

GENERAL INVESTMENT PORTFOLIO

We are forecasting the general investment portfolio to generate a net deficit of $1.2 million and have a value of $43 million by 
June 2016. The forecasted gain on equity and real assets for the remainder of the year is 0.0%; fixed income is 0.0%; 
dividends is 1.29% and interest is 2.65%.  Forecasted additions to the portfolio include a total of $1.0 million in May 2016. 
Distribution of the yield (interest) to the programs and scholarships is $544,437. Graystone's fees are 20 basis points and the 
Foundation's administrative fee is 50 basis points off the yield (interest).

The proposed budget for the General Investment portfolio will  generate a surplus of $831 thousand and has a value of $47.3 
million in June 2017.  The annual gain on equity and real assets is 4%; fixed income is 0%; dividends is 1.29% and interest is 
2.65%.  Additions to the portfolio include a total of $3.0 million: $1.0 in January, $1.0 in April and $1.0 in May 2017.  
Distribution of the yield (interest) to the programs and scholarships is $544,436.  Graystone's fees are 20 basis points and the 
Foundation's administrative fee is 50 basis points off the yield (interest).
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Changes in Programs and Services for Proposed Fiscal Year:

Explanation of Proposed Fiscal Year Capital Requests: 

Changes in Staffing:

Outlook for Next 3 Years and 4 to 10 Years Beyond: 

We will continue to monitor the short, mid and long term stratification of the program accounts to assist with the asset 
allocation of the portfolio. 

None

None

We anticipate the equity markets to improve and interest rates to increase as the economy continues to recover from the 
recession and will position the portfolio accordingly to take advantage of these opportunities within the target asset allocation 
of the General Investment policy.
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April May June Total
Beginning Value 41,803,195    41,853,476    42,921,618   
Dividends 7,126             4,086             17,527          28,739           
Interest 64,056           64,056           69,992          198,104          
Gains/Losses -                 -                -                -                 
Total MS Fees (20,902) -                -                (20,902)          
Net Portfolio Appreciation 50,280           68,142           87,519          205,941          
Additions -                 1,000,000      -                1,000,000       
Ending Value 41,853,476    42,921,618    43,009,137   

Assumptions:
 - Beginning Portfolio Value: $41,803,195
 - Ending Portfolio Value: $43,009,137
 - Annual Return on Equity & Real Assets: 0.0%
 - Annual Return on Fixed Income: 0.0%
 - Estimated Annual Return on Dividends: 1.29%
 - Estimated Annual Return on Interest: 2.65%
 - Additions: $1 mm in May 2016
 - Graystone Consulting Fees: 20 Basis Points
 - Schedule of Dividends based on target allocation of equity funds.
 - Schedule of Interest based on current holdings as of February 17, 2016.

Cal Poly Pomona Foundation - General Portfolio Forecast Budget (FYE 2015-16)
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July August September October November December January February March April May June Total
Beginning Value 43,009,137       43,092,587 43,196,640 43,311,525 43,396,103 43,500,408 43,661,747 44,745,415 44,850,845 44,967,108 46,053,279 47,159,799 
Dividends 5,058                4,086          8,896          6,085          4,086          55,096        5,058          4,086          8,896          7,126          4,086          17,527        130,086     
Interest 64,056              64,056        69,992        64,056        64,056        69,992        64,056        64,056        69,992        64,056        64,056        69,992        792,416     
Gains/Losses 35,841              35,910        35,997        36,093        36,163        36,250        36,385        37,288        37,376        37,473        38,378        39,300        442,454     
Total MS Fees (21,505) -              -              (21,656) -              -              (21,831) -              -              (22,484) -              -              (87,475)
Net Portfolio Appreciation 83,450              104,052      114,885      84,578        104,305      161,338      83,668        105,430      116,264      86,171        106,520      126,819      1,277,481  
Additions -                    -              -              -              -              -              1,000,000   -              -              1,000,000   1,000,000   -              3,000,000  
Ending Value 43,092,587       43,196,640 43,311,525 43,396,103 43,500,408 43,661,747 44,745,415 44,850,845 44,967,108 46,053,279 47,159,799 47,286,618 

Assumptions:
 - Beginning Portfolio Value: $43,009,137
 - Ending Portfolio Value: $47,286,618
 - Annual Return on Equity & Real Assets: 4%
 - Annual Return on Fixed Income: 0%
 - Estimated Annual Return on Dividends: 1.29%
 - Estimated Annual Return on Interest: 2.65%
 - Additions: $1 mm in January 2017; $1 mm in April 2017; $1 mm in May 2017
 - Graystone Consulting Fees: 20 Basis Points
 - Schedule of Dividends based on target allocation of equity funds.
 - Schedule of Interest based on current holdings as of February 17, 2016.

Cal Poly Pomona Foundation - General Portfolio Proposed Budget (FYE 2016-17)

76



 
 
 
 
Memorandum 

 
 
Date: April 29, 2016 

 
To: Investment Committee 

Cal Poly Pomona Foundation, Inc. 
 
From: David F. Prenovost 

Senior Managing Director/CFO 
 
Subject: ALTERNATIVE INVESTMENT STRATEGIES FOR ENDOWMENTS 

 
As you may recall from our last meeting, we discussed and requested a review and analysis 
from Andrew Price, Executive Director Graystone Consulting, of the asset allocation to 
Alternative Investment in the endowment investment portfolio for your consideration.   
 
As you may know, the Endowment Investment Policy # 130 allows for ranges of asset classes 
and currently allows for the following alternative investments: 
 

 real estate, and  
 hedge funds. 

 
Please see the enclosed policy for further reference.  Following is Andrew’s review and 
analysis for your consideration.   
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The Case for Alternatives 

 
Client Conversations 
GLOBAL INVESTMENT COMMITTEE 
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Past performance is no guarantee of future results. Estimates of future performance are based on assumptions that may not be realized. This material is not a solicitation of any offer to buy or sell any security or other 
financial instrument or to participate in any trading strategy. Please refer to important information, disclosures and qualifications at the end of this material. 

GLOBAL INVESTMENT COMMITTEE      GIC CHARTBOOK      ALTERNATIVES 
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5 Year Annualized Total Return

Quantitative Easing Has Enhanced Returns for Stocks and Bonds 

Source: Bloomberg, Morgan Stanley Wealth Management GIC. Bond returns are based on total returns of the Barclays US Aggregate Index; commodities returns are based on total returns of the Bloomberg Commodity Index.   

The Recent Past Is Not Prologue 
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5-Year Annualized Return, as of December 31, 2015 
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Sharpe Ratio of a 60% S&P 500 / 40% Barclays US Aggregate Portfolio  

 

QE Reduced Volatility and Led to Extraordinary Risk-Adjusted 
Returns 

Source: Bloomberg, Ibbotson Associates Morgan Stanley Wealth Management GIC. Calculated by Morgan Stanley Wealth Management using data provided by Morningstar. © 2015 Morningstar, Inc. All rights reserved. 
Used with permission. This information contained herein: (1) is proprietary to Morningstar and/or its content providers; (2) may not be copied or distributed; and (3) is not warranted to be accurate, complete or timely. 
Neither Morningstar nor its content providers are responsible for any damages or losses arising from any use of this information. Sharpe ratio is calculated by subtracting the risk-free rate—such as that of the 3-month US 
Treasury bill—from the rate of return for a portfolio and dividing the result by the standard deviation of the portfolio returns. Standard deviation (volatility) is a measure of the dispersion of a set of data from its mean. For 
illustrative purposes only.  
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Rolling 60-Month Sharpe Ratio, as of December 31, 2015  
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Source: FactSet, Bloomberg, Morgan Stanley Wealth Management GIC. Historical volatility is based on annualized standard deviation. Standard deviation (volatility) is a measure of the dispersion of a set of data from its mean. 
Bond volatility is based on total returns of the Barclays US Aggregate Index; stocks on total returns of the S&P 500 Index; and commodities on total returns of the Bloomberg Commodity Index. Currencies are based on FactSet 
data and compiled into an aggregate using the same currency weights as the Morgan Stanley Global FX Implied Volatility Index. Currency data is daily from 1999 through 2009; bonds, commodities and stock data is daily from 
1995 to 2009. For illustrative purposes only. 
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GLOBAL INVESTMENT COMMITTEE      GIC CHARTBOOK      ALTERNATIVES 

What Constitutes “Alternatives Investments”? 

• Private Equity 

• Hedge Funds 

• Real Estate 

• REITs 

• Currency 

• Structured Investments 

• Commodities 

• Venture Capital 

• Master Limited 
Partnerships (MLPs) 

• Collectibles 
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GLOBAL INVESTMENT COMMITTEE      GIC CHARTBOOK      ALTERNATIVES 

The GIC’s Alternatives Assets / Categories 

Real Assets 

Total Return Assets 

Equity Hedge 
Assets 

Equity Return 
Assets 

Opportunistic 
Assets 

Commodities ex Precious Metals, Precious Metals/Gold, MLPs, Global REITs 

Equity Market Neutral, Relative Value Strategies including Credit Long/Short 

Global Macro, Managed Futures, Hedge Fund of Funds, Multi-Strategy Alts 

Equity Long/Short, Event Driven, Structured Investments 

Private Equity, Private Direct Real Estate, Early Stage Venture, Distressed Lending, Direct 
Lending, Impact Investing, Timberland, Water, Collectibles, etc. 
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GLOBAL INVESTMENT COMMITTEE      GIC CHARTBOOK      ALTERNATIVES 

The GIC’s Framework Employs an Outcomes-Oriented 
Approach to Using Alternative Investments 

Capital 
Preservation 

Client Goals 

Income 

Balanced 
Growth 

Market 
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Growth 

Cash, 
Money Market Fund 

Short-Duration 
Bonds 

Primary 
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Bonds, High Yield 
Equity, 

Convertibles, 
Preferred Stock 

60%/40% 
Equities /Bonds 

S&P 500 Plus 

80% Plus Equities 

Inflation 
Protection 

Alternatives’ Portfolio 
 Main Purpose 

Real Assets 

Alternative 
Assets 

CPI Plus 

Client Goal  
Suggested  
Benchmark 

Income/Cash Flow 
Preservation 

Total Return 
Assets 

T-Bill or 
LIBOR Plus 

Volatility 
Reduction 

Equity Hedge 
Assets 

Risk-Adjusted 
60/40 

Equity 
Diversification 

Equity Return 
Assets 

Risk-Adjusted 
S&P 500 Plus 

Growth 
Amplification 

Opportunistic 
Assets Customized 

Source: Morgan Stanley Wealth Management GIC 
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GLOBAL INVESTMENT COMMITTEE      GIC CHARTBOOK      ALTERNATIVES 

Investors Should Consider Allocating Across the Liquidity Spectrum 

As of December 31, 2015 

Source: Morgan Stanley Wealth Management GIC 
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Source: FactSet, Thomson ONE. (1) Private equity index data sourced from Thomson ONE’s  Cambridge  Associates benchmarking database and is represented by Buyout, Distressed, Growth Equity, Mezzanine, 
Private Equity Energy, Upstream Energy & Royalties and Venture Capital. (2) US and Global Private Equity data subject to 5-month lag; therefore, all asset classes are depicted as of 2Q 2015 for consistency. 

Private Equity¹ Vs. Public Equity: (1990 - 2015) 
Annualized Total Returns as of 2Q 2015² 

 
Private Equity Total Return 

Public Equity Total Return 

Private Equity has historically 
offered attractive long-term 

returns vs. public equity markets. 
Investors have been rewarded 

for taking on less liquidity. 

Volatility  
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Alternative Strategies
Annualized Performance 

since 1990
Annual Volatility, 25 

Year Average
Correlation 

to S&P
Correlation to 
Global Bonds

25-Year 
Sharpe Ratio

Maximum 
Drawdown

Equity Long/Short 5.4% 4.6% 0.73 0.26 0.41 -22.9%
Event Driven 10.6% 5.7% 0.70 0.12 1.11 -24.8%
Hedge Fund of Funds Composite 7.0% 4.7% 0.54 0.10 0.66 -22.2%
Relative Value 9.5% 3.2% 0.50 0.14 1.46 -18.0%
Equity Market Neutral 4.1% 3.4% 0.03 0.15 0.20 -9.2%
Convertible Arbitrage 8.1% 4.0% 0.47 0.22 0.77 -35.3%
Global Macro 11.0% 6.4% 0.32 0.25 1.05 -10.7%
Distressed Credit 10.8% 5.2% 0.52 0.09 1.16 -27.4%
Managed Futures1 0.5% 7.5% -0.18 -0.08 -0.34 -20.3%
S&P 500 9.4% 13.2% 0.42 -50.9%

-10.1%

Long Run Correlations

Barclays Capital Global Aggregate 
Bond Index

5.9% 5.2% 0.49

Many Alternatives Strategies Have Low Correlations to Stocks & Bonds 
Hedge strategies’ diversification properties are not homogeneous 

Source: Hedge Fund Research, Morningstar, Bloomberg FactSet, Morgan Stanley Wealth Management GIC. Long run correlations are calculated from January 31, 1990 through February 28, 2015. Calculated by Morgan Stanley 
Wealth Management using data provided by Morningstar. © 2015 Morningstar, Inc. All rights reserved. Used with permission. This information contained herein: (1) is proprietary to Morningstar and/or its content providers; (2) 
may not be copied or distributed; and (3) is not warranted to be accurate, complete or timely. Neither Morningstar nor its content providers are responsible for any damages or losses arising from any use of this information. For 
illustrative purposes only. Sharpe ratio is calculated by subtracting the risk-free rate—such as that of the 3-month US Treasury bill—from the rate of return for a portfolio and dividing the result by the standard deviation of the 
portfolio returns. Standard deviation (volatility) is a measure of the dispersion of a set of data from its mean. Max Drawdown: The peak-to-trough decline during a specific period. Indices used for this analysis include: HFRI 
Relative Value Index for relative value, HFRI Event-Driven Index  for event-driven, HFRI Macro for global macro, Morningstar US OE Long/Short Equity for equity long/short, Morningstar US OE Managed Futures for managed 
futures, HFRI  Fund of Fund Composite Index for fund of funds, HFRI Equity Market Neutral for equity market neutral, HFRI RV: Fixed Income Convertible Arbitrage Index for Convertible Arbitrage, and HFRI ED: 
Distressed/Restructuring Index for Distressed Credit. Hedged strategies consist of hedge funds and managed futures. Note: (1) Managed futures data incepted in April 30, 2007. 
 

As of November 30, 2015 
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Hedged Strategies’ Diversification Properties Are Not Homogeneous 

Source: HFRI Indices from Bloomberg, Morgan Stanley Wealth Management GIC. Indices used for this analysis include: BarclayHedge BTOP50 Index for managed futures; HFRI Equity Market Neutral Index for equity 
market neutral, and HFRI Equity Hedge Index  for Equity Hedge. 
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Alternatives: Looking Forward 

Equity Long/Short 

• Focus on managers with lower net exposures that can potentially deliver strong absolute and risk-adjusted returns driven 
by dispersion in both long and short portfolios more through alpha (stock selection) than beta (market exposure). 

• We also suggest a focus on moderate/high net long exposure managers that can capture more market upside with 
potential for some downside support. 

Event Driven 

• Consider event equity and multi-strategy event driven funds that can invest across activist and special situations equities 
given the favorable backdrop for corporate actions. 

• We advise focusing on structured credit managers with low duration as an alternative to traditional fixed income 
investments with a rising rate backdrop. 

Relative Value 

• With ongoing volatility and long/short dispersion, we consider relative value and equity market neutral funds as diversifiers 
with lower correlation to traditional asset classes. 

Managed Futures/ Macro 

• Focus on managed futures and macro strategies as a way to provide potential downside support to the overall portfolio 
and to capitalize on potentially volatile and trending markets. 

** Please note that when sharing with clients, you must use this section in its entirety and should not remove individual slides. ** 
Source: Morgan Stanley Wealth Management GIC   
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Alternatives: December Recap 

Highlights 

• Overall, alternatives strategies were 
negative for December with the 
HFRX Global Hedge Fund Index down 
-1.33%. 

• The HFRX Equity Hedge Index fell       
-1.10% following the S&P 500 (TR) 
down -1.58%. 

• Event Driven strategies fell -0.93% for 
the month with much of the negative 
performance originating from 
distressed or special situations 
trades.  

• The HFRX Relative Value Arbitrage 
Index decreased -1.92% as high yield 
credit and arbitrage spreads 
continued to widen. 

• The HFRX Macro/CTA Index declined          
-1.40% for the month  

December & YTD Returns  
As of December 31, 2015 

Source: Bloomberg, Morgan Stanley Wealth Management GIC   

LTM Return & Standard Deviations 
As of December 31, 2015 
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Alternatives During the August Equity Market Correction 
Equity and Hedge Fund Performance 
August 11-31, 2015 (Indexed to 100) 

Highlights 

• Over the past 15 years, equity volatility has 
averaged 20 with a high of 80.86 in 
November 2008 and a low of 9.89 in January 
2007 

• During this period from August 11- 
August 31, the VIX reached a high of 40.74 

• Volatility is expected to normalize as the 
Federal Reserve continues to reduce 
monetary easing 

• During this period of increasing volatility, 
alternative strategies can help provide 
downside support 

• Hedged strategies can dampen volatility, 
preserve capital, and potentially 
outperform during periods of market 
correction 

 

Source: Bloomberg, Morgan Stanley Wealth Management GIC  
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Private Equity and Real Estate Dry Powder 
Private Equity and Real Estate 
As of 3Q 2015 
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Estimated Private Equity Dry Powder by Fund Type, December 2003 - September 2015  
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Source: Preqin: “Preqin Quarterly Update: Private Equity, Q3 2015” October 2015 

• Dry powder totaled $1.32 trillion as of Q3 2015 versus the pre-financial crisis level of $1 trillion as of 2007. 

• Record level of dry powder primarily due to continued high volume of fundraising. 
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Private Equity and Real Estate Aggregate Deal Values 
Private Equity and Real Estate 
As of 3Q 2015 
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Source: Preqin: “Preqin Quarterly Update: Private Equity, Q3 2015” October 2015 

• The aggregate value of private equity-backed buyout deals in Q3 2015 totaled approximately $85 billion with North America representing just 
over half. 

• Deal value in Asia increased nearly five times to $21bn in Q3. 
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Private Equity and Real Estate Exit Volumes 
Private Equity and Real Estate 
As of 3Q 2015 

Source: Preqin: “Preqin Quarterly Update: Private Equity, Q3 2015” October 2015 

• Exits decreased in both number and value during Q3. There were 397  exits totaling $116bn in Q3 compared to 413 exits totaling $117bn in Q2. 

• Trade sales and sponsor-to-sponsor deals accounted for approximately 80% of exits in 2014 versus 65% during the trough in 2009. 
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Important Notice Regarding Complex Products 

The type of mutual funds and ETFs discussed in this presentation utilizes nontraditional or complex investment strategies and/or derivatives. 
Examples of these types of funds include those that utilize one or more of the below noted investment strategies or categories or which seek 
exposure to the following markets: 
 
• Commodities (e.g., agricultural, energy and metals), Currency, Precious Metals 
• Managed Futures 
• Leveraged, Inverse or Inverse Leveraged 
• Bear Market, Hedging, Long-Short Equity, Market Neutral 
• Real Estate 
• Volatility (seeking exposure to the CBOE VIX Index) 
 
You should keep in mind that while mutual funds and ETFs may, at times, utilize nontraditional investment options and strategies, they 
should not be equated with unregistered privately offered alternative investments. Because of regulatory limitations, mutual funds and ETFs 
that seek alternative-like investment exposure must utilize a more limited investment universe. As a result, investment returns and portfolio 
characteristics of alternative mutual funds and ETFs may vary from traditional hedge funds pursuing similar investment objectives. 
Moreover, traditional hedge funds have limited liquidity with long “lock-up” periods allowing them to pursue investment strategies without 
having to factor in the need to meet client redemptions and ETFs trade on an exchange. On the other hand, mutual funds typically must 
meet daily client redemptions. This differing liquidity profile can have a material impact on the investment returns generated by a mutual or 
ETF pursuing an alternative investing strategy compared with a traditional hedge fund pursuing the same strategy. 
 
Nontraditional investment options and strategies are often employed by a portfolio manager to further a fund’s investment objective and to 
help offset market risks. However, these features may be complex, making it more difficult to understand the fund’s essential characteristics 
and risks, and how it will perform in different market environments and over various periods of time. They may also expose the fund to 
increased volatility and unanticipated risks particularly when used in complex combinations and/or accompanied by the use of borrowing or 
“leverage.” 

** Please note that when sharing with clients, you must use this section in its entirety and should not remove individual slides. ** 
Source: Morgan Stanley Wealth Management GIC   
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Appendix 
 Hedged Strategy Definitions  

Equity Long/Short This strategy consists of a core holding of long equities hedged at all times with varying degrees of short sales of stock and/or index options. Some managers maintain a substantial 
portion of assets within a hedge structure and commonly employ leverage. 
Event Driven Investment managers in this strategy maintain positions in companies currently or prospectively involved in corporate transactions of a wide variety including but not limited to mergers, 
restructurings, financial distress, tender offers, shareholder buybacks, debt exchanges, security issuance or other capital structure adjustments. Security types can range from most senior in the capital 
structure to most junior or subordinated, and frequently involve additional derivative securities. Event driven exposure includes a combination of sensitivities to equity markets, credit markets and 
idiosyncratic, company-specific developments. Investment theses are typically predicated on fundamental characteristics (as opposed to quantitative), with the realization of the thesis predicated on a 
specific development exogenous to the existing capital structure. 
Managed Futures Funds These funds primarily trade liquid global futures, options, swaps, and foreign exchange contracts, both listed and over-the-counter. A majority of these funds follow trend-
following, price momentum strategies. Other strategies included in this category are systematic mean reversion, discretionary global macro strategies, commodity index tracking, and other futures 
strategies. More than 60% of the fund’s exposure is invested through derivative securities. These funds obtain exposure primarily through derivatives; the holdings are largely cash instruments. 
Relative Value Investment managers in this strategy maintain positions in which the investment thesis is predicated on realization of a valuation discrepancy in the relationship between multiple 
securities. They employ a variety of fundamental and quantitative techniques to establish investment theses, and security types range broadly across equity, fixed income, derivatives or other security 
types. 

HFRI Indices 
While the HFRI Indices are frequently used, they have limitations (some of which are typical of other widely used indices). These limitations include survivorship bias (the returns of the indices may not 
be representative of all the hedge funds in the universe because of the tendency of lower performing funds to leave the index); heterogeneity (not all hedge funds are alike or comparable to one 
another, and the index may not accurately reflect the performance of a described style); and limited data (many hedge funds do not report to indices, and the index may omit funds, the inclusion of 
which might significantly affect the performance shown. The HFRI Indices are based on information self-reported by hedge fund managers that decide on their own, at any time, whether or not they 
want to provide, or continue to provide, information to HFR Asset Management, L.L.C.  Results for funds that go out of business are included in the index until the date that they cease operations. 
Therefore, these indices may not be complete or accurate representations of the hedge fund universe, and may be biased in several ways. 

Hedge Fund Index Performance Biases 
It should be noted that the majority of hedge fund indexes are comprised of hedge fund manager returns. This is in contrast to traditional indexes, which are comprised of individual securities in the 
various market segments they represent and offer complete transparency as to membership and construction methodology. As such, some believe that hedge fund index returns have certain biases 
that are not present in traditional indexes. Some of these biases inflate index performance, while others may skew performance negatively. However, many studies indicate that overall hedge fund 
index performance has been biased to the upside. Some studies suggest performance has been inflated by up to 260 basis points or more annually depending on the types of biases included and the 
time period studied. Although there are numerous potential biases that could affect hedge fund returns, we identify some of the more common ones throughout this paper. 
Self-selection bias results when certain manager returns are not included in the index returns and may result in performance being skewed up or down. Because hedge funds are private placements, 
hedge fund managers are able to decide which fund returns they want to report and are able to opt out of reporting to the various databases. Certain hedge fund managers may choose only to report 
returns for funds with strong returns and opt out of reporting returns for weak performers. Other hedge funds that close may decide to stop reporting in order to retain secrecy, which may cause a 
downward bias in returns. 
Survivorship bias results when certain constituents are removed from an index. This often results from the closure of funds due to poor performance, “blow ups,” or other such events. As such, this bias 
typically results in performance being skewed higher. As noted, hedge fund index performance biases can result in positive or negative skew. However, it would appear that the skew is more often 
positive. While it is difficult to quantify the effects precisely, investors should be aware that idiosyncratic factors may be giving hedge fund index returns an artificial “lift” or upwards bias. 
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GLOBAL INVESTMENT COMMITTEE (GIC) ASSET ALLOCATION MODELS 
The Asset Allocation Models are created by Morgan Stanley Wealth Management’s GIC.  
CLIENTS TO CONSIDER THEIR OWN INVESTMENT NEEDS 
The GIC Asset Allocation Models are formulated based on general client characteristics such as investable assets and risk tolerance. This report is not intended to be a client-specific suitability analysis 
or recommendation, or offer to participate in any investment. Therefore, do not use this report as the sole basis for investment decisions.  
Clients should consider all relevant information, including their existing portfolio, investment objectives, risk tolerance, liquidity needs and investment time horizon.  Such a suitability determination 
may lead to asset allocation(s) results that are materially different from the asset allocation shown in this report. Clients should talk to their Financial Advisor about what would be a suitable asset 
allocation for them. 
HYPOTHETICAL MODEL PERFORMANCE (GROSS) 
Hypothetical model performance results do not reflect the investment or performance of an actual portfolio following a GIC Strategy, but simply reflect actual historical performance of selected indices 
on a real-time basis over the specified period of time representing the GIC’s strategic and tactical allocations as of the date of this report. The past performance shown here is simulated performance 
based on benchmark indices, not investment results from an actual portfolio or actual trading. There can be large differences between hypothetical and actual performance results achieved by a 
particular asset allocation or trading strategy. Hypothetical performance results do not represent actual trading and are generally designed with the benefit of hindsight.  
Actual performance results of accounts vary due to, for example, market factors (such as liquidity) and client-specific factors (such as investment vehicle selection, timing of contributions and 
withdrawals, restrictions and rebalancing schedules). Clients would not necessarily have obtained the performance results shown here if they had invested in accordance with any GIC Asset Allocation 
Model for the periods indicated.  
Despite the limitations of hypothetical performance, these hypothetical performance results allow clients and Financial Advisors to obtain a sense of the risk/return trade-off of different asset allocation 
constructs. The hypothetical performance results in this report are calculated using the returns of benchmark indices for the asset classes, and not the returns of securities, fund or other investment 
products. 
Performance of indices may be more or less volatile than any investment product. The risk of loss in value of a specific investment is not the same as the risk of loss in a broad market index. Therefore, 
the historical returns of an index will not be the same as the historical returns of a particular investment a client selects. 
Models may contain allocations to Hedge Funds, Private Equity and Private Real Estate. The benchmark indices for these asset classes are not issued on a daily basis. When calculating model 
performance on a day for which no benchmark index data is issued, we have assumed straight line growth between the index levels issued before and after that date.  
Fees reduce the performance of actual accounts None of the fees or other expenses (e.g. commissions, mark-ups, mark-downs, fees) associated with actual trading or accounts are reflected in the GIC 
Asset Allocation Models.  The GIC Asset Allocation Models and any model performance included in this presentation are intended as educational materials.  Were a client to use these models in 
connection with investing, any investment decisions made would be subject to transaction and other costs which, when compounded over a period of years, would decrease returns.  Information 
regarding Morgan Stanley’s standard advisory fees is available in the Form ADV Part 2, which is available at www.morganstanley.com/adv.  The following hypothetical illustrates the compound effect 
fees have on investment returns: For example, if a portfolio’s annual rate of return is 15% for 5 years and the account pays 50 basis points in fees per annum, the gross cumulative five-year return would 
be 101.1% and the five-year return net of fees would be 96.8%. Fees and/or expenses would apply to clients who invest in investments in an account based on these asset allocations, and would reduce 
clients’ returns. The impact of fees and/or expenses can be material.  
INSURANCE PRODUCTS AND ETF DISCLOSURES 
Morgan Stanley Smith Barney LLC offers insurance products in conjunction with its licensed insurance agency affiliates. 
An investment in an exchange-traded fund involves risks similar to those of investing in a broadly based portfolio of equity securities traded on an exchange in the relevant securities market, such as 
market fluctuations caused by such factors as economic and political developments, changes in interest rates and perceived trends in stock and bond prices.  
Variable annuities, mutual funds and ETFs are sold by prospectus only. The prospectus contains the investment objectives, risks, fees, charges and expenses, and other 
information regarding the variable annuity contract and the underlying investments, or the ETF, which should be considered carefully before investing. Prospectuses for both 
the variable annuity contract and the underlying investments, or the ETF, are available from your Financial Advisor. Please read the prospectus carefully before you invest. 
Variable annuities are long-term investments designed for retirement purposes and may be subject to market fluctuations, investment risk, and possible loss of principal. All guarantees, including 
optional benefits, are based on the financial strength and claims-paying ability of the issuing insurance company and do not apply to the underlying investment options. 
Optional riders may not be able to be purchased in combination and are available at an additional cost. Some optional riders must be elected at time of purchase. Optional riders may be subject to 
specific limitations, restrictions, holding periods, costs, and expenses as specified by the insurance company in the annuity contract. 
If you are investing in a variable annuity through a tax-advantaged retirement plan such as an IRA, you will get no additional tax advantage from the variable annuity. Under these circumstances, you 
should only consider buying a variable annuity because of its other features, such as lifetime income payments and death benefits protection. 
Taxable distributions (and certain deemed distributions) are subject to ordinary income tax and, if taken prior to age 59½, may be subject to a 10% federal income tax penalty. Early withdrawals will 
reduce the death benefit and cash surrender value. 
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For index definitions to the indices referenced in this report please visit the following: http://www.morganstanleyfa.com/public/projectfiles/id.pdf 
 

Equity securities may fluctuate in response to news on companies, industries, market conditions and general economic environment. 
Investing in foreign markets entails risks not typically associated with domestic markets, such as currency fluctuations and controls, restrictions on foreign investments, less governmental supervision 
and regulation, and the potential for political instability. These risks may be magnified in countries with emerging markets and frontier markets, since these countries may have relatively unstable 
governments and less established markets and economies.  
Investing in small- to medium-sized companies entails special risks, such as limited product lines, markets and financial resources, and greater volatility than securities of larger, more established 
companies. 

The value of fixed income securities will fluctuate and, upon a sale, may be worth more or less than their original cost or maturity value. Bonds are subject to interest rate risk, call risk, reinvestment 
risk, liquidity risk, and credit risk of the issuer. 

High yield bonds (bonds rated below investment grade) may have speculative characteristics and present significant risks beyond those of other securities, including greater credit risk, price 
volatility, and limited liquidity in the secondary market. High yield bonds should comprise only a limited portion of a balanced portfolio. 

Interest on municipal bonds is generally exempt from federal income tax; however, some bonds may be subject to the alternative minimum tax (AMT).  Typically, state tax-exemption applies if 
securities are issued within one's state of residence and, if applicable, local tax-exemption applies if securities are issued within one's city of residence. 

Treasury Inflation Protection Securities’ (TIPS) coupon payments and underlying principal are automatically increased to compensate for inflation by tracking the consumer price index (CPI). While 
the real rate of return is guaranteed, TIPS tend to offer a low return. Because the return of TIPS is linked to inflation, TIPS may significantly underperform versus conventional U.S. Treasuries in times of 
low inflation. 

Ultrashort-term fixed income asset class is comprised of fixed income securities with high quality, very short maturities. They are therefore subject to the risks associated with debt securities such as 
credit and interest rate risk. 

Alternative investments may be either traditional alternative investment vehicles, such as hedge funds, fund of hedge funds, private equity, private real estate and managed futures or, non-traditional 
products such as mutual funds and exchange-traded funds that also seek alternative-like exposure but have significant differences from traditional alternative investments. The risks of traditional 
alternative investments may include: can be highly illiquid, speculative and not suitable for all investors, loss of all or a substantial portion of the investment due to leveraging, short-selling, or other 
speculative practices, volatility of returns, restrictions on transferring interests in a fund, potential lack of diversification and resulting higher risk due to concentration of trading authority when a single 
advisor is utilized, absence of information regarding valuations and pricing, complex tax structures and delays in tax reporting, less regulation and higher fees than open-end mutual funds, and risks 
associated with the operations, personnel and processes of the manager. Non-traditional alternative strategy products may employ various investment strategies and techniques for both hedging and 
more speculative purposes such as short-selling, leverage, derivatives and options, which can increase volatility and the risk of investment loss. Master Limited Partnerships (MLPs) Individual MLPs are 
publicly traded partnerships that have unique risks related to their structure.  These include, but are not limited to, their reliance on the capital markets to fund growth, adverse ruling on the current tax 
treatment of distributions (typically mostly tax deferred), and commodity volume risk. The potential tax benefits from investing in MLPs depend on their being treated as partnerships for federal 
income tax purposes and, if the MLP is deemed to be a corporation, then its income would be subject to federal taxation at the entity level, reducing the amount of cash available for distribution to the 
fund which could result in a reduction of the fund’s value. MLPs carry interest rate risk and may underperform in a rising interest rate environment. Investing in commodities entails significant risks. 
Commodity prices may be affected by a variety of factors at any time, including but not limited to, (i) changes in supply and demand relationships, (ii) governmental programs and policies, (iii) national 
and international political and economic events, war and terrorist events, (iv) changes in interest and exchange rates, (v) trading activities in commodities and related contracts, (vi) pestilence, 
technological change and weather, and (vii) the price volatility of a commodity. In addition, the commodities markets are subject to temporary distortions or other disruptions due to various factors, 
including lack of liquidity, participation of speculators and government intervention. Physical precious metals are non-regulated products. Precious metals are speculative investments, which may 
experience short-term and long term price volatility. The value of precious metals investments may fluctuate and may appreciate or decline, depending on market conditions. Unlike bonds and stocks, 
precious metals do not make interest or dividend payments. Therefore, precious metals may not be suitable for investors who require current income. Precious metals are commodities that should be 
safely stored, which may impose additional costs on the investor. REITs investing risks are similar to those associated with direct investments in real estate: property value fluctuations, lack of liquidity, 
limited diversification and sensitivity to economic factors such as interest rate changes and market recessions. 

Risks of private real estate include: illiquidity; a long-term investment horizon with a limited or nonexistent secondary market; lack of transparency; volatility (risk of loss); and leverage. 

Principal is returned on a monthly basis over the life of a mortgage-backed security. Principal prepayment can significantly affect the monthly income stream and the maturity of any type of MBS, 
including standard MBS, CMOs and Lottery Bonds.  

Asset-backed securities generally decrease in value as a result of interest rate increases, but may benefit less than other fixed-income securities from declining interest rates, principally because of 
prepayments. 
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Floating-rate securities The initial interest rate on a floating-rate security may be lower than that of a fixed-rate security of the same maturity because investors expect to receive additional income 
due to future increases in the floating security’s underlying reference rate. The reference rate could be an index or an interest rate. However, there can be no assurance that the reference rate will 
increase. Some floating-rate securities may be subject to call risk. 
Yields are subject to change with economic conditions. Yield is only one factor that should be considered when making an investment decision.  
Credit ratings are subject to change. 
Companies paying dividends can reduce or cut payouts at any time. 
Asset allocation and diversification do not assure a profit or protect against loss in declining financial markets. 
The indices are unmanaged. An investor cannot invest directly in an index.  They are shown for illustrative purposes only and do not represent the performance of any specific investment.  
The indices selected by Morgan Stanley Wealth Management to measure performance are representative of broad asset classes.  Morgan Stanley Wealth Management retains the right to change 
representative indices at any time. 
Because of their narrow focus, sector investments tend to be more volatile than investments that diversify across many sectors and companies. 
Growth investing does not guarantee a profit or eliminate risk. The stocks of these companies can have relatively high valuations. Because of these high valuations, an investment in a growth stock can 
be more risky than an investment in a company with more modest growth expectations.  
Value investing does not guarantee a profit or eliminate risk. Not all companies whose stocks are considered to be value stocks are able to turn their business around or successfully employ corrective 
strategies which would result in stock prices that do not rise as initially expected. 
Rebalancing does not protect against a loss in declining financial markets.  There may be a potential tax implication with a rebalancing strategy.  Investors should consult with their tax advisor before 
implementing such a strategy.  
Any type of continuous or periodic investment plan does not assure a profit and does not protect against loss in declining markets.  Since such a plan involves continuous investment in securities 
regardless of fluctuating price levels of such securities, the investor should consider his financial ability to continue his purchases through periods of low price levels. 
Duration, the most commonly used measure of bond risk, quantifies the effect of changes in interest rates on the price of a bond or bond portfolio. The longer the duration, the more sensitive the bond 
or portfolio would be to changes in interest rates. 
Besides the general risk of holding securities that may decline in value, closed-end funds may have additional risks related to declining market prices relative to net asset values (NAVs), active manager 
underperformance, and potential leverage. Some funds also invest in foreign securities, which may involve currency risk. 
Morgan Stanley Wealth Management is the trade name of Morgan Stanley Smith Barney LLC, a registered broker-dealer in the United States. This material has been prepared for informational 
purposes only and is not an offer to buy or sell or a solicitation of any offer to buy or sell any security or other financial instrument or to participate in any trading strategy.  Past performance is not 
necessarily a guide to future performance. 
The securities/instruments discussed in this material may not be suitable for all investors.  The appropriateness of a particular investment or strategy will depend on an investor’s individual 
circumstances and objectives.  Morgan Stanley Wealth Management recommends that investors independently evaluate specific investments and strategies, and encourages investors to seek the 
advice of a financial advisor.  
This material is based on public information as of the specified date, and may be stale thereafter. We have no obligation to tell you when information herein may change. We and our third-party data 
providers make no representation or warranty with respect to the accuracy or completeness of this material. Past performance is no guarantee of future results. 
This material should not be viewed as advice or recommendations with respect to asset allocation or any particular investment. This information is not intended to, and should not, form a primary basis 
for any investment decisions that you may make. Morgan Stanley Wealth Management is not acting as a fiduciary under either the Employee Retirement Income Security Act of 1974, as amended or 
under section 4975 of the Internal Revenue Code of 1986 as amended in providing this material.  
Morgan Stanley Smith Barney LLC, its affiliates and Morgan Stanley Financial Advisors do not provide legal or tax advice.  Each client should always consult his/her personal tax and/or legal 
advisor for information concerning his/her individual situation and to learn about any potential tax or other implications that may result from acting on a particular recommendation. 
This material is disseminated in the United States of America by Morgan Stanley Smith Barney LLC. 
Morgan Stanley Wealth Management is not acting as a municipal advisor to any municipal entity or obligated person within the meaning of Section 15B of the Securities Exchange Act (the “Municipal 
Advisor Rule”) and the opinions or views contained herein are not intended to be, and do not constitute, advice within the meaning of the Municipal Advisor Rule. 
Third-party data providers make no warranties or representations of any kind relating to the accuracy, completeness, or timeliness of the data they provide and shall not have liability for any damages 
of any kind relating to such data. 
This material, or any portion thereof, may not be reprinted, sold or redistributed without the written consent of Morgan Stanley Smith Barney LLC. 
© 2016 Morgan Stanley Smith Barney LLC. Member SIPC.  
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Alternative Investments - Ironwood
Manager vs Benchmark: Return
January 2006 - December 2015 (not annualized if less than 1 year)
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Ironwood International LTD HFRI FOF: Diversified Index
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7-Year Statistics
January 2009 - December 2015:  Summary Statistics

Ironwood International LTD

HFRI FOF: Diversified Index

Return Excess
Return

Standard
Deviation

Sharpe
Ratio

Information
Ratio Alpha Beta Maximum

Drawdown
Up

Capture
Down

Capture

8.19% 4.14% 3.11% 2.61 2.11 5.18% 0.71 -3.65% 111.29% 10.52%

4.05% 0.00% 3.68% 1.08 0.00 0.00% 1.00 -7.06% 100.00% 100.00%

Ironwood International LTD

HFRI FOF: Diversified Index

2015 2014 2013 2012 2011 2010 2009 2008 2007 2006

1.80% 7.00% 11.60% 9.98% 1.76% 9.14% 16.84% -29.70% 10.48% 11.21%

0.00% 3.42% 9.04% 4.81% -5.01% 5.48% 11.46% -20.85% 9.72% 10.18%

Calendar Year Return Manager vs Benchmark: Return

1 year 3 years 5 years 7 years 10 years

1.80% 6.72% 6.35% 8.19% 4.13%

0.00% 4.09% 2.34% 4.05% 2.36%

*Please see important disclosures at the end of the presentation. 
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Alternative Investments - Blackstone
Manager vs Benchmark: Return
January 2006 - December 2015 (not annualized if less than 1 year)
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7-Year Statistics
January 2009 - December 2015:  Summary Statistics

Blackstone Alt Multi-Strategy

HFRI FOF: Diversified Index

Return Excess
Return

Standard
Deviation

Sharpe
Ratio

Information
Ratio Alpha Beta Maximum

Drawdown
Up

Capture
Down

Capture

6.62% 2.57% 3.26% 2.00 1.97 3.17% 0.83 -4.97% 110.61% 52.17%

4.05% 0.00% 3.68% 1.08 0.00 0.00% 1.00 -7.06% 100.00% 100.00%

Blackstone Alt Multi-Strategy

HFRI FOF: Diversified Index

2015 2014 2013 2012 2011 2010 2009 2008 2007 2006

2.68% 4.65% 10.11% 7.88% -1.20% 7.38% 15.62% -15.55% 12.60% 11.66%

0.00% 3.42% 9.04% 4.81% -5.01% 5.48% 11.46% -20.85% 9.72% 10.18%

Calendar Year Return Manager vs Benchmark: Return

1 year 3 years 5 years 7 years 10 years

2.68% 5.77% 4.75% 6.62% 5.22%

0.00% 4.09% 2.34% 4.05% 2.36%

*Please see important disclosures at the end of the presentation. The fund is a chronological blend of BXMIX proxy fund, the HFRI FoF Diversified, and BXMIX to provide a streamlined return figures. 
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Alternative Investments - Balyasny
Manager vs Benchmark: Return
October 2005 - September 2015 (not annualized if less than 1 year)
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10-Year Statistics
October 2005 - September 2015:  Summary Statistics

Balyasny Fund II

HFRX Global Hedge Fund Index

Return Excess
Return

Standard
Deviation

Sharpe
Ratio

Information
Ratio Alpha Beta Maximum

Drawdown
Up

Capture
Down

Capture

14.25% 14.01% 9.04% 1.44 1.83 14.31% 0.82 -14.45% 194.29% 8.32%

0.24% 0.00% 6.04% -0.17 0.00 0.00% 1.00 -25.21% 100.00% 100.00%

Balyasny Fund II

HFRX Global Hedge Fund Index

YTD 2014 2013 2012 2011 2010 2009 2008 2007 2006

5.19% 14.39% 21.46% 11.87% -0.24% 21.27% 10.98% -1.67% 27.28% 25.35%

-3.05% -0.58% 6.72% 3.51% -8.87% 5.19% 13.40% -23.25% 4.23% 9.26%

Calendar Year Return Manager vs Benchmark: Return

YTD 1 year 3 years 5 years 7 years 10 years

5.19% 5.18% 15.51% 11.88% 10.79% 14.25%

-3.05% -4.74% 1.22% 0.03% 0.07% 0.24%

*Please see important disclosures at the end of the presentation. 
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Alternative Investments - Graham
Manager vs Benchmark: Return
October 2005 - September 2015 (not annualized if less than 1 year)
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10-Year Statistics
October 2005 - September 2015:  Summary Statistics

Graham - Absolute Return

HFRX Global Hedge Fund Index

Return Excess
Return

Standard
Deviation

Sharpe
Ratio

Information
Ratio Alpha Beta Maximum

Drawdown
Up

Capture
Down

Capture

12.09% 11.84% 10.11% 1.07 1.02 12.61% 0.07 -14.15% 127.19% -29.50%

0.24% 0.00% 6.04% -0.17 0.00 0.00% 1.00 -25.21% 100.00% 100.00%

Graham - Absolute Return

HFRX Global Hedge Fund Index

YTD 2014 2013 2012 2011 2010 2009 2008 2007 2006

0.72% 9.37% 9.45% 8.26% 3.64% 23.36% 32.72% 25.48% 0.08% 9.68%

-3.05% -0.58% 6.72% 3.51% -8.87% 5.19% 13.40% -23.25% 4.23% 9.26%

Calendar Year Return Manager vs Benchmark: Return

YTD 1 year 3 years 5 years 7 years 10 years

0.72% 3.70% 7.77% 7.11% 16.23% 12.09%

-3.05% -4.74% 1.22% 0.03% 0.07% 0.24%

*Please see important disclosures at the end of the presentation. 
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Alternative Investments - Balyasny & Graham
Manager vs Benchmark: Return
October 2005 - September 2015 (not annualized if less than 1 year)
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October 2005 - September 2015:  Summary Statistics

50% Balyasny / 50% Graham

HFRX Global Hedge Fund Index

Return Excess
Return

Standard
Deviation

Sharpe
Ratio

Information
Ratio Alpha Beta Maximum

Drawdown
Up

Capture
Down

Capture

13.24% 13.00% 6.86% 1.75 1.96 13.24% 0.54 -8.65% 166.69% -4.78%

0.24% 0.00% 6.04% -0.17 0.00 0.00% 1.00 -25.21% 100.00% 100.00%

50% Balyasny / 50% Graham

HFRX Global Hedge Fund Index

YTD 2014 2013 2012 2011 2010 2009 2008 2007 2006

3.16% 12.06% 15.57% 10.07% 1.66% 22.29% 20.56% 8.69% 15.32% 17.94%

-3.05% -0.58% 6.72% 3.51% -8.87% 5.19% 13.40% -23.25% 4.23% 9.26%

Calendar Year Return Manager vs Benchmark: Return

YTD 1 year 3 years 5 years 7 years 10 years

3.16% 4.52% 11.82% 9.61% 12.95% 13.24%

-3.05% -4.74% 1.22% 0.03% 0.07% 0.24%

*Please see important disclosures at the end of the presentation. 
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I M P O R T A N T  D I S C L O S U R E S  

To the extent the investments depicted herein represent international securities, you should be aware that there may be additional risks associated with 
international investing, including foreign economic, political, monetary and/or legal factors, changing currency exchange rates, foreign taxes, and differences in 
financial and accounting standards. These risks may be magnified in emerging markets. International investing may not be for everyone. Small capitalization 
companies may lack the financial resources, product diversification and competitive strengths of larger companies. In addition, the securities of small capitalization 
companies may not trade as readily as, and be subject to higher volatility than, those of larger, more established companies.  
 
Bonds are subject to interest rate risk. When interest rates rise bond prices fall; generally the longer a bond's maturity, the more sensitive it is to this risk. Bonds may 
also be subject to call risk, which allows the issuer to retain the right to redeem the debt, fully or partially, before the scheduled maturity date. Proceeds from sales 
prior to maturity may be more or less than originally invested due to changes in market conditions or changes in the credit quality of the issuer. 
 
Investing in alternative investments is speculative, not suitable for all clients, and intended for experienced and sophisticated investors who are willing to bear the 
high economic risks of the investment, which can include:  
 

• loss of all or a substantial portion of the investment due to leveraging, short-selling or other speculative investment practices; 
• lack of liquidity in that there may be no secondary market for the fund and none expected to develop; 
• volatility of returns;  
• restrictions on transferring interests in the fund; 
• potential lack of diversification and resulting higher risk due to concentration of trading authority with a single advisor; 
• absence of information regarding valuations and pricing; 
• delays in tax reporting; 
• less regulation and higher fees than mutual funds;  
• and advisor risk. 

Although the statements and data in this report have been obtained from, and are based upon, sources that the Firm believes to be reliable, we do not guarantee 
their accuracy, and any such information may be incomplete or condensed.  All opinions included in this report constitute the presenters judgment as of the date of 
this report and are subject to change without notice.  This report is for informational purposes only and is not intended as an offer or solicitation with respect to the 
purchase or sale of any security.  Past performance is not a guarantee of future results.   

Actual returns would be reduced by expenses that may include management fees and costs of transactions. Expected return and risk (standard deviation) 
calculations are based on historical data for periods indicated.   

The views expressed herein are those of the authors (Graystone Austin, Graystone Columbus/Grand Rapids/Wilkes Barre, Graystone Santa Rosa) and do not 
necessarily reflect the views of Morgan Stanley Wealth Management or its affiliates. All opinions are subject to change without notice. Neither the information 
provided nor any opinion expressed constitutes a solicitation for the purchase or sale of any security. Past performance is no guarantee of future results. 

© 2016 Graystone Consulting is a business of Morgan Stanley.  
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YTD 1 Yr ITD Jan-16 YTD 1 Yr ITD St. Dev. Beta4 Alpha5 Sharpe

BXMIX 3.55% 3.55% 2.79% -2.17% -2.17% 0.59% 1.29% 3.85% - - 0.33

HFRX Global Hedge -3.64% -3.64% -3.55% -2.76% -2.76% -6.03% -5.02% 4.03% 0.66 4.63% -1.26

Barclays Agg Bond In 0.55% 0.55% 1.98% 1.38% 1.38% -0.16% 2.74% 3.35% -0.29 2.04% 0.81

ITD StatisticsAs of 01/31/2016As of 12/31/2015

Blackstone Alternative
Multi-Strategy Fund (BXMIX) As of  January 31, 2016

Investment approach

Fund highlights

2. Indices are unmanaged and investors cannot invest in an index. Please see end of document 
for additional disclosures regarding indices presented.
3.  Inception to Date (ITD) statistics are as of BXMIX’s inception on June 16, 2014 through 
the most recent month end.
4.  Measures beta of BXMIX to the respective index.
5.  Measures alpha of BXMIX to the respective index. 
6. As of January 31, 2016.
7.  Net expense ratio consists of the total expense ratio, as reflected in the Fund’s prospectus 
adjusted to reflect any fee waiver/expense reimbursement and excluding interest and 
dividends on securities sold short,  acquired fund fees and expenses not subject to the expense 
cap. Through May 31, 2016, Blackstone Alternative Investment Advisors LLC has 
contractually agreed to waive its fees and/or reimburse expenses of the Fund so that certain 
of the Fund’s expenses, together with the Fund’s management fees, will not exceed 2.40% 
annualized for Class I shares.
8. Source: InvestHedge Billion Dollar Club (as of June 2015) based on AUM.
9. As of December 31, 2015.

Fund net performance1,2,3

Fund terms (Share Class I)

Blackstone Alternative Multi-Strategy Fund’s 
(“Fund”) investment objective is to seek capital 
appreciation. The Fund seeks this objective by 
allocating its assets among a variety of 
nontraditional or “alternative” investment 
strategies. Blackstone will allocate the Fund’s 
assets among investment subadvisers with 
experience managing alternative investment 
strategies and among investment funds. It may 
also manage a portion of the Fund’s assets directly.

The firm

Portfolio managers

Additional information and current performance data is available at www.blackstone.com/bxmix. 

Blackstone is the largest 
discretionary allocator to hedge 

funds in the world, with over 

$69B
in assets under management.8,9

Blackstone is a large and 
diversified alternative asset 

manager, with  

$334B
in assets under management.9

Hedge 
Fund 

Solutions

Private 
Equity

Real Estate

1. Performance is presented through January 31, 2016. Net performance is net of the Gross 
Expense Ratio less waived expenses. Performance data quoted represents past performance and 
does not guarantee future results. All ITD statistics above are calculated using daily 
performance. The investment return and principal value of an investment will fluctuate so that 
an investor’s shares, when redeemed, may be worth more or less than their original cost and 
current performance may be lower or higher than the performance data quoted. BXMIX 
launched on June 16, 2014 and has a limited performance record. Additional information and 
current performance data is available at www.blackstone.com/bxmix. 

Name Experience

Stephen Sullens 25 years

Alberto Santulin 19 years

Rich Scarinci 12 years

Management fee 1.95%

Gross expense ratio 3.44%

Net expense ratio 2.40%

Credit

Not FDIC Insured May Lose Value Not Bank Guaranteed

Fund assets6 $4,059 million

Inception date June 16, 2014

Investment advisor
Blackstone Alternative 
Investment Advisors, LLC

Eligible investors US taxable & tax-exempt

Liquidity Daily

CUSIP 09257V201
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Sub-adviser allocations

Monthly net performance1

*Manager name may be a short form name of the legal name of each sub-adviser: The list of sub-advisers and target allocations above is subject to change. 
Please check the prospectus for the most up-to-date list of sub-advisers. Sub-strategy allocations exclude exposures to Fund level cash, hedging and expenses and are adjusted 
pro-rata to equal 100%. 

Blackstone Senfina Advisors L.L.C. (“Senfina”) is an indirect wholly-owned subsidiary of The Blackstone Group L.P., a publicly traded master limited partnership that has units
that trade on the New York Stock Exchange under the symbol “BX.” Senfina is an affiliate of BAIA, the Fund’s investment adviser, on the basis that it is under common control 
with BAIA.  The investment by BXMIX with Senfina benefits Blackstone and a withdrawal from Senfina would be detrimental to Blackstone. 

All investors should consider the investment objectives, risks, charges and 
expenses of BXMIX, Class I carefully before investing. The prospectus and the 
summary prospectus contain this and other information about BXMIX and are 
available on BXMIX’s website at www.blackstone.com/bxmix. All investors are 
urged to carefully read the prospectus and the summary prospectus in its 
entirety before investing.

Beta: A measure of the volatility, or systemic risk, of a security or a portfolio in 
comparison to the market as a whole. Volatility/Standard Deviation: A measure of 
the dispersion of a set of data from its mean. The more spread apart the data, the 
higher the deviation. Standard deviation is calculated as the square root of variance. 
Sharpe Ratio: A ratio to measure risk-adjusted performance. The Sharpe ratio is 
calculated by subtracting the risk-free rate – such as that of the 10-year U.S. Treasury 
bond – from the rate of return for a portfolio and dividing the result by the standard 
deviation of the portfolio returns. The greater a portfolio’s Sharpe ratio, the better its 
risk-adjusted performance has been. Alpha: A risk-adjusted performance measure 
that represents the average return on a portfolio over and above that predicted by 
the capital asset pricing model (CAPM), given the portfolio’s beta and the average 
market return.

Glossary of Indices
Market indices obtained through Bloomberg.  Indices are unmanaged and investors 
cannot invest in an index.  The volatility of the indices presented may be materially 
different from that of the performance of BXMIX.  In addition, the indices employ 
different investment guidelines and criteria than BXMIX; as a result, the holdings in 
BXMIX may differ significantly from the securities that comprise the indices.  The 
performance of the indices has not been selected to represent an appropriate 
benchmark to compare to the performance of BXMIX, but rather is disclosed to 
allow for comparison of BXMIX’s performance to that of well-known and widely 
recognized indices.  In the case of equity indices, performance of the indices reflects 
the reinvestment of dividends. Barclays Aggregate Bond Index: covers the USD-
denominated, investment-grade, fixed-rate, taxable bond market of SEC-registered 
securities. The index includes government securities, mortgage-backed securities, 
asset-backed securities and corporate securities all with a maturity of greater than 
one year. HFRX Global Hedge Fund Index: designed to be representative of the 
overall composition of the hedge fund universe. It is comprised of all eligible hedge 
fund strategies, including but not limited to convertible arbitrage, distressed 
securities, equity hedge, equity market neutral, event driven, macro, merger 
arbitrage, and relative value arbitrage. The strategies are asset weighted based on the 
distribution of assets in the hedge fund industry. 

Important Risks
An investment in BXMIX, Class I should be considered a speculative investment 
that entails substantial risks; you may lose part or all of your investment or your 
investment may not perform as well as other investments. BXMIX’s investments 
involve special risks including, but not limited to, loss of all or a significant portion of 
the investment due to leveraging, short-selling, or other speculative practices, lack of 
liquidity and volatility of returns. The following is a summary description of certain 
additional principal risks of investing in BXMIX: Allocation Risk – Blackstone’s 
judgment about the attractiveness, value or market trends affecting a particular 
asset class, investment style, sub-adviser or security may be incorrect and this may 
have a negative impact upon performance. Derivatives Risk – the use of derivatives 
involves the risk that their value may not move as expected relative to the value of 
the relevant underlying assets, rates, or indices. Derivatives can be subject to 
counterparty credit risk and may entail investment exposure greater than their 
notional amount. Distressed Securities Risk - investments in securities of business 
enterprises involved in workouts, liquidations, reorganizations, bankruptcies and 
similar situations involve a high degree of risk of loss since there is typically 
substantial uncertainty concerning the outcome of such situations. Event-Driven 
Trading Risk – involves the risk that the specific event identified may not occur as 
anticipated and that this may have a negative impact upon the market price of the 
securities involved. Foreign Investments/ Emerging Markets Risk - involves 
special risks caused by foreign political, social and economic factors, including 
exposure to currency fluctuations, less liquidity, less developed and less efficient 
trading markets, political instability and less developed legal and auditing standards. 
High Portfolio Turnover Risk - active trading of securities can increase transaction 
costs (thus lowering performance) and taxable distributions. Model and 
Technology Risk – involves the risk that model-based strategies, data gathering 
systems, order execution and trade allocation systems and risk management 
systems may not be successful on an ongoing basis or could contains errors, 
omissions, imperfections or malfunctions. Multi-Manager Risk - managers may 
make investment decisions which conflict with each other and as a result, the Fund 
could incur transaction costs without accomplishing any net investment result.

Prepared by Blackstone Advisory Partners L.P., a member of FINRA and an affiliate 
of Blackstone Alternative Investment Advisors LLC, the investment adviser of the 
Fund.

1. Performance is presented through January 31, 2016. Net performance is net of the Gross Expense Ratio less waived expenses. Performance data quoted represents past
performance and does not guarantee future results. The investment return and principal value of an investment will fluctuate so that an investor’s shares, when redeemed, may be
worth more or less than their original cost and current performance may be lower or higher than the performance data quoted. Additional information and current performance
data is available at www.blackstone.com/bxmmx. BXMIX launched on June 16, 2014 and thus performance for June 2014 is limited to June 16 through June 30.

MANAGER STRATEGY SUB-STRATEGY CURRENT ALLOCATION

Goldman Sachs Equity Hedge Equity Long Short

HealthCor Equity Hedge Equity Long Short

Rail-Splitter Equity Hedge Equity Long Short

Wellington Equity Hedge Equity Long Short

Senfina Equity Hedge Equity Market Neutral

Two Sigma Advisers Equity Hedge Equity Market Neutral

Bayview Relative Value Fixed Income - Asset Backed

Cerberus Relative Value Fixed Income - Asset Backed

Good Hill Relative Value Fixed Income - Asset Backed

Sorin Relative Value Fixed Income - Asset Backed

Waterfall Relative Value Fixed Income - Asset Backed

Chatham Relative Value Fixed Income - Corporate

Caspian Event Driven Distressed/Restructuring

Boussard & Gavaudan Event Driven Multi-Strategy

Nephila Event Driven Reinsurance

Emso Macro Discretionary Thematic

AlphaParity Macro Systematic Diversified

IPM Macro Systematic Diversified

D.E. Shaw Multi-Strategy N/A

44%

25%

10%

21%

Jan Feb Mar Apr May June Jul Aug Sep Oct Nov Dec YTD

2014 - - - - - 0.50% -0.40% 0.90% 0.30% -0.59% 0.30% -0.19% 0.80%
2015 0.70% 1.88% 0.97% -0.39% 1.26% -1.15% 1.93% -1.04% -0.67% 0.29% 0.48% -0.71% 3.55%
2016 -2.17% -2.17%
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CAL POLY POMONA FOUNDATION, INC.

POLICIES AND PROCEDURES

Subject: Endowment Investment Policy No. 130
Policy Old No.: 1991-1

Date: 04/25/91
Reference: 229-III-A; 230-II-C; 275-II-D Revision: 05/29/96; 09/04/96;

277-IV-C; 300-II-D; 348-III-E; 12/19/00, 09/27/11
350-III-B; 357-III-D;362-II-C;364-IV-D 02/13/12, 11/13/13,

2/19/15, 10/1/15

I. PURPOSE AND INTENTION

The purpose of this statement is to establish a clear understanding between the Cal Poly Pomona 
Foundation (Foundation) and their Investment Managers regarding investment objectives and policy 
guidelines.  The Foundation's Endowment Investment Policy is to be governed by Sections 5210 and 
5231 of the California Corporations Code, and California Probate Code Section 18500 et seq. 
(Uniform Prudent Management of Institutional Funds Act).

II. OBJECTIVE

The Foundation monitors and forecasts expenditures and revenues, thus enabling the Foundation to 
invest funds to the fullest extent possible. The Foundation attempts to obtain the highest return 
available, while investments meet the criteria established for safety (preservation of capital), return and 
liquidity. 

A. SAFETY 

Safety of principal within the context of positioning the portfolio to have a reasonable probability 
of achieving the targeted returns noted in this policy is the foremost objective of the Foundation. 
Management of the portfolio shall be undertaken with the objective of minimizing the opportunity 
for loss of capital with the understanding that a degree of risk must be accepted for the portfolio 
to achieve the return objectives in both absolute and relative terms. The achievement of a positive 
risk-adjusted return is dependent upon proper design and execution of the investment strategy.  
In managing the portfolio, the Foundation shall be cognizant of two types of risk: credit risk and 
market risk. 

1. Credit Risk or the risk of loss due to failure of the issuer, is managed by proper due diligence 
prior to investing and on an ongoing basis, and diversifying the investment portfolio so the failure 
of any one issuer would not materially affect the performance of the portfolio. 

2.   Market Risk is the risk of investment value fluctuation due to changes in the general level of 
interest rates or the issuer’s individual or industry sector performance. This risk shall be managed 
by limiting the average duration of the fixed income portion of the Foundation’s investment 
portfolio to five years and the maximum duration of any one security to ten years, with the 
exception of Mortgage-Backed Securities (MBS), the maximum maturity of which shall be limited 
to 30 years. Market risk shall also be mitigated by structuring the portfolio so fixed income 
securities maturing match cash outflows, eliminating the need to sell securities prior to their 
maturity. With respect to the equity portion of the portfolio, market risk is managed by due 
diligence in selecting and monitoring investees as well as diversification by company and by 
industry sector. It is recognized that within a diversified portfolio, occasional measured losses are 
inevitable and must be considered within the context of the overall return on the investment. 
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B. RETURN ON INVESTMENT 

The Foundation’s endowment investment portfolio shall be designed to attain or exceed a target 
rate of return throughout economic cycles consistent with risk limitations and prudent investment 
principles. The target rate of return shall be measured in “absolute”, “relative” and “comparative” 
terms as determined from time-to-time, by the Investment Committee. See Return Objective 
Section IX of this Endowment Investment Policy for further details. 

C. LIQUIDITY 

The Foundation’s endowment investment portfolio will remain satisfactorily liquid to enable the 
Foundation to meet anticipated operating and cash flow requirements. Historical and cash flow 
needs are to be analyzed continuously. 

III. SCOPE

The funds identified in this section and entrusted to the Foundation will be pooled in an actively 
managed portfolio. The Foundation shall oversee management of the portfolio within the content of 
the "Uniform Prudent Management Investment Funds Act of 2008" section 18503 (b) which states: 

“. . .each person responsible for managing and investing an institutional fund shall manage and invest 
the fund in good faith and with the care an ordinarily prudent person in a like position would exercise 
under similar circumstances. “ 

This policy is applicable, but not limited to permanent endowment funds. 

IV. DELEGATION & GRANTS OF AUTHORITY

Responsibility for the investment program has been delegated by the Foundation Board of Directors to 
the Investment Committee. It is the responsibility of the Investment Committee, in concert with the 
authorized investment manager and/or advisor, to monitor and adjust from time to time, the target weighting within 
the asset allocation ranges allowed per the Target Asset Mix Table, (see section X – Target Asset Allocation). Any 
changes to the target weighting within the asset allocation ranges will be reported to the full Foundation Board 
at its next regularly scheduled meeting. A report on portfolio performance will be provided to the full 
Foundation Board at each regularly scheduled Board meeting. 

The authority to execute investment transactions affecting the Foundation's portfolio shall be under the 
general direction of the Executive Director and the CFO. 

V. ETHICS AND CONFLICT OF INTEREST

All Foundation Board members and investment personnel including family members shall refrain from 
personal business activity which could create a conflict in fact or in appearance with proper execution 
of the investment program, or which could impair their ability to execute impartial investment decisions. 
All such personnel shall disclose to the Executive Director any material financial interests in financial 
institutions which conduct business within the jurisdiction and shall disclose any material financial 
investment positions which could be related in a conflicting manner to the performance of the 
Foundation’s endowment investment portfolio. The Executive Director shall report in writing to the full 
Board at least annually all issues, which could influence the performance of the Foundation's 
endowment investments. 
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VI. CRITERIA FOR SELECTION OF INVESTMENT MANAGERS

In order to retain investment management organizations that have demonstrated competence in 
executing one or more investment strategies consistent with the established policy, the following criteria 
will be applied in retaining existing firms and selecting new investment managers: 

A.  Demonstrated performance in one or more of the asset categories defined in section X. 

B.        A sound research program; 

C. A disciplined, consistent and measurable approach to the construction and monitoring of 
portfolios; 

D. Established investment control procedures with operating management information to assure 
regular review of the portfolio manager’s decisions; 

E. Ability to trade at the competitive rates and consistently secure best price execution; 

F. Primary business purpose will be investment management and will have sufficient experience 
with educational investment assets; 

G. Demonstrated ability to manage its affairs in a businesslike manner and with a high degree of 
financial stability; 

H. An experienced, highly competent professional staff, recognized as such within the industry. 
Continuity of such personnel will be considered; 

I.         No conflict of interest with the policy, objectives, or organization of the investment portfolio, 
nor any conflict which would interfere with prudent management of the portfolio’s assets; 

J. Capability to report accounting and performance data in a timely manner;  

K. Competitive fee structure. 

VII. AUTHORIZED INVESTMENT ADVISORS

All  custodians,  investment  advisors  and  brokers  who  perform  investment  transactions  for  
the Foundation must supply the Executive Director with the following: 

A.        Audited financial statements* 

B. Proof of National Association of Security Dealers certification**  

C. Proof of registration with the SEC and a copy of their ADVII***  

D. Proof of state registration 

E.       Completed broker/dealer questionnaires 

F. Certificate of reviewing and understanding the Foundation’s Endowment Investment Policy 
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G. Certificate of understanding the delivery versus payment instructions for custody 

H. Conflict of interest certification statement 

* Custodians and brokers only 
** Brokers only 
*** Investment advisors only 

A review of the financial condition and registration of the qualified broker/dealers and other bidders 
will be conducted by the Ch ie f  F inanc ia l  Of f i ce r  (CFO) at least every three (3) years.  This 
review shall be reported to the Investment Committee as an "information item only." 

VIII. PERFORMANCE EVALUATION

Performance will be reviewed for purposes of determining adherence to appropriate risk levels, and for 
comparison of returns to the established objectives and specific goals. 

It is recognized that investment results can fluctuate through market cycles. Achievement of total rate 
of return within the risk levels identified will be the primary basis upon which to evaluate manager 
performance. Each manager’s portfolio will be monitored and reported quarterly to the Investment 
Committee. A comprehensive quarterly report accepted by the Committee will be presented to the full 
Board of Directors.  

IX. RETURN OBJECTIVE

The purpose of the Endowment Fund is to support the University and its mission over the long term. 
Accordingly, the purpose of this statement is to establish a written procedure for the investment of the 
Endowment’s assets, and to ensure that the future growth of the Endowment is sufficient to offset normal 
inflation plus reasonable spending, thereby preserving the constant dollar value and purchasing power 
of the Endowment. This statement will establish appropriate risk and return objectives in light of the 
fund’s risk tolerance and investment time horizon. These objectives, as well as asset allocation 
guidelines and suitable investments are outlined below. 

The return objectives of the Endowment Fund shall be viewed from three perspectives as follows: 
Absolute - Real (i.e., net of inflation) rate-of-return Relative - Time-weighted rates of return versus 
capital market indices; and Comparative - Performance of the Investment Manager(s) as compared to 
a universe of similar investment funds. 

1.  The Absolute Objective of the Endowment Fund is to seek an average total annual return of 5.0% 
plus the percentage change in the greater Los Angeles area CPI. This objective shall be measured 
over rolling one, three, five and ten year time periods; The intent of this objective is to measure, over 
time, the return on the portfolio as measured in, inflation adjusted terms. 

2.  The Relative Objective of the Endowment Fund is to seek competitive investment performance 
versus appropriate capital market benchmarks or indices. This objective shall be measured primarily 
by comparing investment results over an annualized year-to-date, one, three, five and ten year time 
periods, to: 

a)  The Russell 3000 Index as a benchmark for the Domestic Equity component; 
b)  The MSCI All Capitalization World excluding US Index (in US dollars) for the Foreign Equity 
component; 
c)  The Barclays Aggregate Bond Index as a benchmark for the Fixed Income component; 
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d)  The 90-Day Treasury Bill Index as the benchmark for the Cash and Equivalent component.  
e)  A comparable Index for the Real Assets component. 
f) A comparable REIT Index for Real Estate component. 
g) A comparable Index for the Hedge Funds component. 

3.  The Comparative performance objective of the Endowment Fund is to achieve a total rate of return 
that is above the median performance of universe of similar portfolios. 

The endowment assets have a long-term, indefinite time horizon that runs concurrent with the 
endurance of the institution, in perpetuity. As such, these funds can assume a time horizon that extends 
well beyond a normal market cycle, and can assume an above-average level of return volatility (as 
measured by the standard deviation of annual returns) in exchange for an expected higher level of 
returns over the longer time horizon. It is expected, however, that both professional management and 
sufficient portfolio diversification will smooth volatility and help to assure a reasonable consistency of 
return. 

X. TARGET ASSET ALLOCATION

To achieve its return objectives, the Endowment Fund shall be allocated among a number of asset 
classes. These asset classes may include: domestic equity, domestic fixed income, foreign (developed 
and emerging) equity, international fixed income, real estate, real assets, hedge funds and cash. These 
asset classes may also include global funds where the manager is allowed to choose the weighting 
between domestic and international securities. The purpose of allocating among asset classes is to 
ensure the proper level of diversification within the Endowment Fund. It is understood that endowments 
may temporarily be placed in a cash equivalent account prior to investing in longer term instruments. 

The following Target Asset Mix Table defines the Endowment Fund’s target asset allocation. 

Target Asset Mix Table

Asset Class
Equities 

Range Target Wt. Representative Index

Domestic 20 – 50% 40% Russell 3000
Foreign 15 – 35% 25% All Cap World X US 

Developed MSCI EAFE
Emerging MSCI Emerging 

Fixed Income incl. MBS 
(Domestic and International) 20-50% 30% Barclay Aggregate 

Cash Equivalents 0-20% 0% 90-Day Treasury Rate 
Real Estate 0–10% 0% Comparable Index 
Real Assets 0-10% 5% Comparable Index 
Hedge Funds 0-20% 0% Comparable Index 

No more than 5 percent of the asset class may be invested in any single equity or fixed income 
issuer, with the exception of U.S. Treasury, Agency and Mortgage Back securities, at the time of 
purchase.

Exposure to any industry sector shall generally be limited to 20 percent of the asset class, excluding   
U.S.   Treasury   Securities,   U.S.   Government   Agency Securities and Mortgage Back   Securities,   
at   time   of   purchase. This sector limitation is applicable to both debt and equity.

* All limitations expressed on a market value basis. 
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The Endowment Investment Policy shall be to diversify investments among asset classes so as to provide 
a balance that will enhance total return while avoiding undue risk concentration in any single asset class or 
investment category. 

Investments in international issues shall be U.S. dollar denominated or appropriately hedged so as to 
eliminate fluctuations in value attributable to changes in currency exchange rates. 

ACCEPTABLE INSTRUMENTS
1.  Money Market Funds 
2.  Certificates of Deposit 
3.  Common and Preferred Stocks 
4.  U.S. Government or Government Agency Obligations, 
5.  Mortgage Backed Securities 
6.  Corporate Debt 
7.  Repurchase Agreements 
8.  Mutual Funds (Debt or Equity) 
9.  Real Estate Investment Trusts 
10. Real Assets 
11. Hedge Funds 

With respect to the above listed investments, the following limitations will apply: 

•    Money Market Funds including the Local Agency Investment Fund (LAIF). No more than 5% 
of the market value of the total portfolio may be invested in any fund. All funds utilized must be pre-
approved by the Investment Committee. 

•    Certificates of Deposit. Investments in certificates of deposit in any insured bank or savings 
institution shall be limited to the FDIC insurance maximum. 

•    Common and Preferred Stocks. No more than 5% of the total market value of the asset class may 
be invested in any single stock. 

•   U.S. Government or U.S. Government Agency Obligations.   There is no limitation within the 
asset class as to the percentage of the portfolio, which can be invested in U.S. Government obligations.  

•    Mortgage Backed Securities. All investments in MBS shall be U.S. Agency guaranteed (e.g. 
GNMA, FNMA, FHLMC). No more than 5% of the total market value of the asset class may be 
invested in any single security and no more than 20% of the total market value of the asset class 
may be invested in MBS issued by any U.S. Agency. 

•    Corporate Debt, including Commercial Paper. No more than 5% of the market value of the 
asset class may be invested in debt issued by any domestic or international corporation. Corporate 
debt must carry an investment grade rating by at least two of three rating agencies (i.e. Moody, 
S&P and Fitch) at time of purchase. In the case of securities where the rating is split between 
investment grade and non-investment grade, the higher rating shall define the quality of the security. 
Rating downgrades subsequent to purchase shall be managed on a case-by-case basis. This 
policy authorizes investment of up to 10% of the market value of the asset class in non- investment 
grade debt provided that all such investments shall be made through mutual funds so as to diversify 
risk.  
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•   Repurchase Agreements.   The Foundation may invest in repurchase agreements with banks 
and Primary Dealers in U.S. Government Securities with which the Foundation has entered into a 
Public Securities Association (PSA) repurchase contract, which specifies terms and conditions of 
repurchase agreements.   The maturity of repurchase agreements shall not exceed 30 days.   The 
market value of securities used as collateral for repurchase agreements shall be monitored daily by 
the Foundation's staff and will not be allowed to fall below 102% of the value of the repurchase 
agreement.    Repurchase agreements cannot exceed 20 percent of the total market value of the asset 
class. 

• Mutual Funds.  For  purposes  of  this  Policy,  mutual  funds  shall  be  considered  and  treated  
as investments in common and preferred stocks and bonds and therefore subject to the same 
limitations. 

•   Real Estate. Investments in real estate shall be limited to securities (e.g. REITs) for which there 
is a ready and active market. 

•    Real Assets.  Investments in public/private real estate, natural resources, commodities, 
infrastructure, timber and inflation linked securities (TIPS). 

• Hedge Funds. Investments in hedge funds shall be limited to funds approved by the investment 
advisor. 

• The Foundation will not directly invest in stocks of the top 200 fossil fuel companies, by carbon 
in proven oil, gas and coal reserves. Although it may hold some fossil fuel stocks in commingled 
funds or mutual funds. 

XI. REBALANCING

The Investment Committee, and its investment advisors, on an ongoing basis and in accordance with 
market fluctuations, shall rebalance the investment portfolio so it remains within 5 percentage 
points of the ranges of targeted asset allocations, and the planned distribution among investment 
managers. 

Formal asset allocation studies will be conducted at least every two years, with evaluations of the 
validity of the adopted asset allocation.    

XII. SAFEKEEPING AND CUSTODY AGREEMENT

To protect against potential losses caused by collapse of individual securities dealers, all securities 
owned by the Foundation shall be kept in safekeeping by a third party b rokerage  f i rm  o r  bank 
custodial department, acting as agent for the Foundation under the terms of a custody agreement.    

XIII. INTERNAL CONTROLS

The CFO has developed a system of internal investment and accounting controls while establishing  
a  segregation  of  responsibilities  of  investment  functions  to  ensure  an adequate system of 
internal controls over the investment function.   
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XIV. ENDOWMENT INVESTMENT POLICY REVIEW

This Statement of Endowment Investment Policy shall be reviewed by the Investment Committee at 
least annually to ensure consistency with the overall objectives of the portfolio. The Endowment 
Investment Policy shall also be reviewed annually to ensure its compliance and relevance to the 
current law,  financial  and  economic  trends,  and  to  meet  the  cash  flow  requirements  of  the  
Foundation. Investments are reviewed monthly by the Foundation staff during the reconciliation 
process of investment transactions to the third party statements and the proof of cash process. The 
investment portfolio is audited annually by the Foundation’s independent accountants for internal 
controls and balances. 
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