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FFinancial Market Performance
Periods Ending March 31, 2020

Strategy Sector Index QTR YTD 2019 2018 2017 2016 2015 1-Yr 3-Yr 5-Yr 10-Yr 20-Yr

US Large Cap S&P 500 -19.6 -19.6 31.5 -4.4 21.8 12.0 1.4 -7.0 5.1 6.7 10.5 4.8

US Small Cap Russell 2000 -30.6 -30.6 25.5 -11.0 14.7 21.3 -4.4 -24.0 -4.6 -0.3 6.9 5.3

All Country MSCI All Country World (net) -21.4 -21.4 26.6 -9.4 24.0 7.9 -2.4 -11.3 1.5 2.9 5.9 -

Non-US Developed MSCI EAFE (net) -22.8 -22.8 22.0 -13.8 25.0 1.0 -0.8 -14.4 -1.8 -0.6 2.7 2.0

Emerging Markets MSCI EM (net) -23.6 -23.6 18.4 -14.6 37.3 11.2 -14.9 -17.7 -1.6 -0.4 0.7 5.1

Int'l Small Cap MSCI EAFE Small Cap (net) -27.5 -27.5 25.0 -17.9 33.0 2.2 9.6 -18.2 -2.9 1.0 4.8 5.6

Treasury Bloomberg Barclays US Govt 8.1 8.1 6.8 0.9 2.3 1.1 0.9 13.1 5.8 3.6 3.7 4.8

Broad Market Bloomberg Barclays Aggregate 3.2 3.2 8.7 0.0 3.5 2.7 0.6 8.9 4.8 3.4 3.9 5.1

Intermediate Bloomberg Barclays Gov/Credit Int. 2.4 2.4 6.8 0.9 2.1 2.1 1.1 6.9 3.8 2.8 3.1 4.5

High Yield Bloomberg Barclays HY BaB 2% IC -11.4 -11.4 15.2 -1.9 6.9 14.1 -2.7 -4.9 1.5 3.0 5.7 6.4

Short Duration HY BofA ML HY Cash Pay BB 1-3 YR -7.8 -7.8 8.7 1.4 3.6 8.5 1.2 -3.4 1.4 2.6 4.3 -

Global Bonds FTSE WGBI 2.0 2.0 5.9 -0.8 7.5 1.6 -3.6 6.2 4.3 3.0 2.2 4.3

GTAA Unconstrained 65% MSCI World /35% FTSE WGBI -13.0 -13.0 19.8 -5.7 17.0 5.6 -1.6 -4.1 3.2 3.5 5.4 4.1

Real Estate Core NCREIF ODCE Equal Weighted (net) 0.7 0.7 5.2 7.3 6.9 8.4 14.2 4.4 6.2 7.8 10.6 6.9

Diversified FOFs HFRI FOF Composite -7.3 -7.3 8.4 -4.0 7.8 0.5 -0.3 -3.9 0.5 0.3 1.9 2.7

Equity Long-Short HFRI Equity Hedge -12.9 -12.9 13.7 -7.1 13.3 5.5 -1.0 -8.0 0.1 1.3 3.0 3.7

Commodities Commodities Goldman Sachs Commodity -42.3 -42.3 17.6 -13.8 5.8 11.4 -32.9 -41.0 -13.3 -12.8 -10.4 -3.6

Hedge Fund 
of Funds

Stocks

Bonds
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UU.S. Economy
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Fed Funds Rate vs. 10-Year U.S. Treasury

Fed Funds Rate U.S. Treasury Bellwethers: 10 Year

Mar. '20: 0.7%

Mar. '20: 0.7%
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U.S. PMI - Services and Manufacturing

Markit US Services PMI Markit US Manufacturing PMI

U.S. Economy
Significant Declines in Economic Activity
• With large portions of the global population 

under quarantine, economic activity has 
significantly declined   

• In the U.S., the IHS Markit Services PMI fell to 
39.8 in March from 49.4 in February, reflecting 
the adverse impact the COVID-19 pandemic is 
having on service sector businesses  such as 
restaurants, travel, and tourism

• While manufacturing has not been as impacted 
as services, the Manufacturing PMI did fall into 
contraction territory (below 50) in March

GDP Projections Reflect Severe Slowdown
• The pullback in the service sector will be 

crippling, as services account for nearly 70% 
of U.S. GDP growth, while leisure & hospitality 
accounts for 11% of U.S. employment

• Consensus estimates show a dramatic 
contraction in GDP in the second quarter of 
2020 followed by a rebound in the second 
half of the year

• The International Monetary Fund (IMF) 
recently cut global growth projections for 
2020 from +3.3% to -3.0%

Source: Bloomberg as of April 13, 2020

Source: Bloomberg
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U.S. Economy
Record Number of Unemployment 
Claims 
• The shutdown caused by the COVID-

19 pandemic has resulted in a record 
number of unemployment claims

• Over 22 million workers, representing 
over 13% of the work force, filed 
initial unemployment claims over a 
four-week period

• The 6.9 million claims filed the week 
of March 28th was almost 10 times 
the previous most severe week for 
initial jobless claims of 695,000 in 
1982

Consumer Confidence Dives
• Prior to the onset of the COVID-19 pandemic, a 

strong consumer had supported the U.S. 
economy

• As uncertainty regarding the spread and 
containment of the pandemic has grown and 
millions of workers have lost their jobs, 
consumer sentiment has dropped dramatically

• The most recent reading of the University of 
Michigan Consumer Sentiment Index was 71.0, 
the lowest reading since December 2011 and 
down from 101 prior to the pandemic outbreak

Source: U.S. Employment and Training Administration, Initial Claims [ICSA], retrieved from FRED, Federal Reserve Bank of St. Louis

Source: University of Michigan, University of Michigan: Consumer Sentiment [UMCSENT], retrieved from FRED, Federal Reserve 
Bank of St. Louis
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UU.S. Economy
Oil Prices Collapse
• Oil prices have declined significantly year to date 

as shelter-in-place measures across the globe 
have caused demand destruction for the use of 
oil

• The demand drop is being intensified by Saudi 
Arabia and Russia pumping as much crude oil as 
they can in a fierce battle for market share

• Oil prices, based on the expiring front end 
futures contract, turned negative  on April 20th 
as the over supply of oil resulted in owners of 
the futures contract being paid to accept 
delivery of the commodity

Source: U.S. Energy Information Administration, Crude Oil Prices: West Texas Intermediate (WTI) - Cushing, Oklahoma 
[DCOILWTICO], retrieved from FRED, Federal Reserve Bank of St. Louis; as of 4/21/20

Energy Represents a Small Percent of U.S. Equity 
Market
• Energy represents a relatively small percentage 

of exposure for U.S. large and small cap stocks 
at 2.8% and 1.8%, respectively

• Prior to the Global Financial Crisis (“GFC”), 
energy made up over 15% of the S&P 500

• A prolonged period of low oil prices may 
negatively impact corporate bonds, particularly 
below investment grade exploration and 
production companies
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FFiscal and Monetary Intervention
Governments and central banks around the world have unleashed unprecedented fiscal and monetary stimulus 
measures in response to the COVID-19 pandemic. Below is a summary of activity through March 25th.

On April 9th, the U.S. Federal Reserve (the “Fed”) announced $2.3 trillion of additional measures aimed at supporting 
local governments and small to mid-sized businesses. The Fed also expanded its backstop of funding markets to 
include below investment grade debt.

9



PPotential Behavioral Changes Due to COVID-19 Pandemic
There is much speculation about how behaviors will change once the global economy reopens. Many speculate 
these behavioral changes are the reason why there will not be a V-shaped recovery.

Source: Deutsche Bank
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UU.S. Equity Market

• For U.S. equities, 1Q20 was marked by drastic declines, 
triggering multiple exchange circuit breakers, and 
erasing much of the gains accumulated over the last 
several years

• After reaching an all-time high on February 19th, the 
S&P 500 Index fell 30% over the next 22 trading days, 
the swiftest decline in market history

• Equities staged a partial rebound in late March, with the 
S&P 500 closing the quarter with a return of -19.6% 

• As measured by the Russell 2000 Index, small cap U.S. 
equities (-30.6%) lagged large caps, which tend to have 
stronger balance sheets

• Growth stocks maintained their domination over value, 
with the Russell 1000 Growth Index returning -14.1% 
while the Russell 1000 Value Index returned -26.7%

Sector Index 1Q 20 YTD 2019 2018 2017 2016 2015 1-Year 3-Year 5-Year 10-Year
Large Cap S&P 500 (19.6) (19.6) 31.5 (4.4) 21.8 12.0 1.4 (7.0) 5.1 6.7 10.5

Russell 1000 (20.2) (20.2) 31.4 (4.8) 21.7 12.1 0.9 (8.0) 4.6 6.2 10.4
Russell 1000 Value (26.7) (26.7) 26.5 (8.3) 13.7 17.3 (3.8) (17.2) (2.2) 1.9 7.7
Russell 1000 Growth (14.1) (14.1) 36.4 (1.5) 30.2 7.1 5.7 0.9 11.3 10.4 13.0

Mid Cap Russell Mid-Cap (27.1) (27.1) 30.5 (9.1) 18.5 13.8 (2.4) (18.3) (0.8) 1.9 8.8
Russell Mid-Cap Value (31.7) (31.7) 27.1 (12.3) 13.3 20.0 (4.8) (24.1) (6.0) (0.8) 7.2
Russell Mid-Cap Growth (20.0) (20.0) 35.5 (4.8) 25.3 7.3 (0.2) (9.5) 6.5 5.6 10.9

Small Cap Russell 2000 (30.6) (30.6) 25.5 (11.0) 14.7 21.3 (4.4) (24.0) (4.6) (0.3) 6.9
Russell 2000 Value (35.7) (35.7) 22.4 (12.9) 7.8 31.7 (7.5) (29.6) (9.5) (2.4) 4.8
Russell 2000 Growth (25.8) (25.8) 28.5 (9.3) 22.2 11.3 (1.4) (18.6) 0.1 1.7 8.9

Total Market Wilshire 5000 (20.7) (20.7) 31.0 (5.3) 21.0 13.4 0.7 (8.9) 4.1 6.0 10.2
Russell 3000 (20.9) (20.9) 31.0 (5.2) 21.1 12.7 0.5 (9.1) 4.0 5.8 10.2

11



UU.S. Equity Market
Nowhere to Hide
• No sectors were spared from the equity sell-off in 1Q20
• The energy sector was hardest hit, down 50% for the quarter, as oil prices fell dramatically on concerns of over 

supply and slowing demand
• Defensive sectors such as consumer staples (-12%), health care (-12%), and utilities (-14%) held up relatively well 

while information technology     (-11%) was the best performing sector

2020 Intra Year Decline 
Largest Since 2008
• On average, the S&P 500 

has experienced a 13.8% 
intra-year decline since 
1980

• The 34% intra-year 
decline in 2020 is greater 
than all other intra-year 
declines since 1980 
except 2008

Source: FactSet, Standard & Poor’s, J.P. Morgan Asset Management. Returns are based on price index only and do not include dividends. Intra-year 
drops refers to the largest market drops from a peak to a trough during the year. For illustrative purposes only. Returns shown are calendar year 
returns from 1980 to 2019, over which time period the average annual return was 8.9%.

12



UU.S. Equity Market
Are Stocks Cheap?
• The forward P/E of the S&P 500 declined from 

18.2x at the start of the year to 15.4x at the 
end of 1Q20

• While it appears stocks became much cheaper 
due to the market sell-off, there is very little  
visibility into company earnings, calling into the 
validity of the “E” in P/E

• Entering first quarter earnings season, the 
unpredictable economic environment has 
forced many companies to pull earnings 
guidance and suspend dividends and share 
buyback programs

The Magnitude of Earnings Declines is Uncertain
• It is likely that analysts have not fully adjusted 

earnings expectations to account for the 
impact of the pandemic

• While 1Q20 earnings were likely somewhat 
negatively affected, 2Q20 earnings will be 
impacted to a greater degree

• An earnings recovery in the second half of 
2020 is likely only possible if the shutdown is 
lifted

Source: J.P. Morgan Asset Management
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UU.S. Equity Market

Equity Market Volatility Spikes
• Equity market volatility, as measured 

by the VIX, spiked during 1Q20 to 
levels not experienced since the GFC

• The VIX, which began the year at 
13.8, peaked at 82.7 on March 16th

before retreating to 40.1 on April 16th

• During the GFC, the VIX reached a 
closing high of 81 in November 2008

Historic Volatility in March
• By many measures, March 

was the most volatile month 
for equities – ever! 

• For the month, there was 
only one day in which the 
S&P 500 did not move by 
more than +/-1%

• The average daily move for 
the S&P 500 for the month 
was an astounding 4.8%
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UU.S. Equity Market
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Russell 1000 Growth vs. Russell 1000 Value
Rolling One-Year Returns
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Growth Outperforms
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IInternational Equity Market

• Similarly to the U.S. Federal Reserve, central banks 
across the globe unleashed massive levels of 
stimulus to combat the impact of the pandemic  
on their economies

• International equities again underperformed vs. 
U.S. markets in 1Q20

• Developed non-U.S. markets returned -22.8% as 
measured by the MSCI EAFE Index while emerging 
markets returned -23.6% as measured by MSCI 
Emerging Market Index

• Similarly to the U.S., small cap trailed large cap and 
growth outperformed value

• China was among the stronger performing 
countries for the quarter, down 10%, as they were 
the first country to attempt to restart their 
economy

Sector Index 1Q 20 YTD 2019 2018 2017 2016 2015 1-Year 3-Year 5-Year 10-Year
Global MSCI AC World Index (net) (21.4) (21.4) 26.6 (9.4) 24.0 7.9 (2.4) (11.3) 1.5 2.9 5.9

MSCI World Small Cap (net) (30.2) (30.2) 24.7 (14.4) 23.8 11.6 (1.0) (23.1) (4.6) (0.5) 5.1
MSCI World ex US (net) (23.4) (23.4) 21.5 (14.2) 27.2 4.5 (5.7) (15.6) (2.0) (0.6) 2.1
MSCI World ex US Small Cap (net) (29.0) (29.0) 22.4 (18.2) 31.6 3.9 2.6 (21.2) (4.9) (0.8) 2.8

Developed ex US MSCI EAFE (net) (22.8) (22.8) 22.0 (13.8) 25.0 1.0 (0.8) (14.4) (1.8) (0.6) 2.7
MSCI EAFE Value (net) (28.2) (28.2) 16.1 (14.8) 21.4 5.0 (5.7) (22.8) (6.7) (3.8) 0.6
MSCI EAFE Growth (net) (17.5) (17.5) 27.9 (12.8) 28.9 (3.0) 4.1 (5.8) 3.0 2.5 4.7
MSCI EAFE Small Cap (net) (27.5) (27.5) 25.0 (17.9) 33.0 2.2 9.6 (18.2) (2.9) 1.0 4.8

Emerging Markets MSCI Emerging Markets (net) (23.6) (23.6) 18.4 (14.6) 37.3 11.2 (14.9) (17.7) (1.6) (0.4) 0.7

16



IInternational Equity Market

U.S. Dollar at Multi-year High
• In 1Q20, the U.S. Dollar appreciated against 

most other currencies with the Traded 
Weighted U.S. Dollar Index as most investors 
sought safety and liquidity during the quarter

• The Dollar reached a multi-year high of 121 at 
quarter end, up from 116 at the start of the 
year

• Non-U.S. equity returns for U.S. Dollar investors 
were negatively impacted by the strength of the 
currency with emerging markets impacted to a 
greater degree

Composition of International Equity Indices 
Differ Significantly from U.S.
• One reason why international equity 

markets have underperformed, and trade 
at a discount to, U.S. markets is the 
significant difference in sector 
composition

• Technology, which has been a positive 
driver of equity performance, represents 
only 13% of the EAFE index compared to 
36% for the U.S. market

• Conversely, lagging sectors such as 
financials and commodities represent a 
larger percentage of non-U.S. markets Source: J.P. Morgan Asset Management

Source: Board of Governors of the Federal Reserve System (US)
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BBond Market

• Yields across the curve fell dramatically in 
1Q20 as the Federal Reserve cut the Fed 
Funds Rate by 150 bps in March to a range of 
0 – 0.25% and investors eschewed credit risk 
in favor of the safety of government bonds

• As a result, Treasuries were the best 
performing segment of the fixed income 
market for the quarter, returning 8.2%

• Conversely, credit sectors underperformed 
as investors fled riskier asset, causing credit 
spreads to widen

• Lower credit quality securities were the 
worst performers as investment grade 
corporates returned -3.6% while high yield 
returned -12.7%
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Index Yield Duration 1Q 20 YTD 2019 2018 2017 2016 2015 1-Year 3-Year 5-Year 10-Year
Bloomberg Barclays Aggregate 1.59 6.0 3.2 3.2 8.7 0.0 3.5 2.7 0.6 8.9 4.8 3.4 3.9
Bloomberg Barclays Govt/Credit 1.66 7.2 3.4 3.4 9.7 (0.4) 4.0 3.1 0.2 9.8 5.2 3.5 4.1
Bloomberg Barclays Int Agg 1.33 3.7 2.5 2.5 6.7 0.9 2.3 2.0 1.2 6.9 3.9 2.8 3.2
Bloomberg Barclays Int Govt/Credit 1.28 3.9 2.4 2.4 6.8 0.9 2.1 2.1 1.1 6.9 3.8 2.8 3.1
Bloomberg Barclays U.S. Corporate 3.43 8.0 (3.6) (3.6) 14.5 (2.5) 6.4 6.1 (0.7) 5.0 4.2 3.4 4.9
Bloomberg Barclays HY Ba/B 2% IC 8.03 4.6 (11.4) (11.4) 15.2 (1.9) 6.9 14.1 (2.7) (4.9) 1.5 3.0 5.7
BofA ML HY Cash Pay BB 1-3 Yr. 10.78 1.7 (7.8) (7.8) 8.7 1.4 3.6 8.5 1.2 (3.4) 1.4 2.6 4.3
Bloomberg Barclays Mortgage 1.34 3.1 2.8 2.8 6.4 1.0 2.5 1.7 1.5 7.0 4.0 2.9 3.3
Bloomberg Barclays Treasury 0.58 6.9 8.2 8.2 6.9 0.9 2.3 1.0 0.8 13.2 5.8 3.6 3.8
Bloomberg Barclays US TIPS 0.93 7.8 1.7 1.7 8.4 (1.3) 3.0 4.7 (1.4) 6.9 3.5 2.7 3.5
BofA ML 91 day T-Bills 0.08 0.3 0.6 0.6 2.3 1.9 0.9 0.3 0.1 2.3 1.8 1.2 0.6
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High Yield Credit Spreads

ICE BofA US High Yield Index Option-Adjusted Spread Average

Bond Market

High Yield Spreads Widest Since 
GFC
• Recession fears and declining 

oil prices resulted in high 
yield spreads widening to a 
level not seen since the GFC

• Lower quality issues (CCC) 
returned -20.6% for the 
quarter compared to -10.2% 
for BB-rated bonds
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Avg: 
5.55%

Apr 
16: 
7.6%

Ice Data Indices, LLC, ICE BofA US High Yield Index Option-Adjusted Spread [BAMLH0A0HYM2], retrieved 
from FRED, Federal Reserve Bank of St. Louis; https://fred.stlouisfed.org/series/BAMLH0A0HYM2, April 17, 
2020.
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BBond Market
Interest Rate Sensitivity

10 Year Bloomberg Barclays Bloomberg Barclays ML ML Defensive Short Duration
Yield Change Treasury Aggregate Int Govt/Credit Gov/Corp Master 1-3 yr Gov/Corp ML US HY BB/B ND ML US HY BB/B 1-3 yr

(bps) US Aggregate US Int Govt/Credit
-150 14.50 10.62 7.19 12.45 3.70 14.16 13.30
-100 9.90 7.61 5.22 8.87 2.80 11.94 12.46
-50 5.30 4.60 3.25 5.30 1.90 9.72 11.62
-25 3.00 3.10 2.27 3.51 1.45 8.61 11.20
0 0.70 1.59 1.28 1.72 1.00 7.50 10.78

25 -1.60 0.09 0.30 -0.07 0.55 6.39 10.36
50 -3.90 -1.42 -0.69 -1.86 0.10 5.28 9.94
100 -8.50 -4.43 -2.66 -5.43 -0.80 3.06 9.10
150 -13.10 -7.44 -4.63 -9.01 -1.70 0.84 8.26
200 -17.70 -10.45 -6.60 -12.58 -2.60 -1.38 7.42
250 -22.30 -13.46 -8.57 -16.16 -3.50 -3.60 6.58
300 -26.90 -16.47 -10.54 -19.73 -4.40 -5.82 5.74
350 -31.50 -19.48 -12.51 -23.31 -5.30 -8.04 4.90
400 -36.10 -22.49 -14.48 -26.88 -6.20 -10.26 4.06
450 -40.70 -25.50 -16.45 -30.46 -7.10 -12.48 3.22
500 -45.30 -28.51 -18.42 -34.03 -8.00 -14.70 2.38

Duration 9.20 6.02 3.94 7.15 1.80 4.44 1.68

12 Month Holding Period - Annualized Returns as of 3/31/2020

FOR ILLUSTRATIVE PURPOSES ONLY: For each index the current yield to worst as of 3/31/2020 was used as the base case annualized return. The annualized return sensitivity
to a uniform increase or decrease in the yield curve was calculated by taking the index’s Macaulay’s (Modified) Duration to Worst as of 3/31/2020 multiplied by the
percentage point change in the yield curve (basis point change divided by 100) and then appropriately adding or subtracting this implied percentage change in the value of the
index (due to the shift in the yield curve) to the base case annualized return. This is a rough approximation of the annual return sensitivity to parallel shifts in the yield curve.
SOURCE: PENN Capital Internal Research.  

Bond Ratings
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RReal Estate Market

Real Estate Market Performance Review
• Private real estate, as measured by the 

NCREIF ODCE Equal Weighted Index, 
returned 0.9% (0.7% net) in 1Q20 

• Consistent with the recent past, income 
was the primary driver of return, 
generating 1%, while depreciation 
accounted for -0.1%

• While the COVID-19 pandemic had a 
minimal impact on real estate returns in 
1Q20, investors expect property values 
and income generation to be negatively 
impacted in the coming quarters

• As shown in the table to the left, the 
retail and apartment sectors are 
expected to be most impacted

Source: Pension Real Estate Association (PREA) Consensus Forecast Survey and PREA Consensus Forecast Survey Interim Edition, 
Conducted March 26 - April 2. Average of 22 respondents’ forecasts of the NCREIF Property Index (NPI) and sub-indices by 
property type. Interim Survey included 12 respondents. 

PREA Consensus Forecast Return 
Pre COVID-19 vs. COVID-19 Adjusted

Sector Index 1Q 20 YTD 2019 2018 2017 2016 2015 1-Year 3-Year 5-Year 10-Year
US Private NCREIF ODCE Equal Weighted (net) 0.7 0.7 5.2 7.3 6.9 8.4 14.2 4.4 6.2 7.8 10.6

NCREIF ODCE Income Index 1.0 1.0 4.3 4.3 5.1 4.7 4.8 4.3 4.3 4.6 5.0
NCREIF ODCE Appreciation Index (0.1) (0.1) 1.6 3.9 3.2 4.5 10.0 1.0 2.6 4.1 6.2
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RReal Estate Market

• Regional malls have continued to be
impacted by reduced demand and in many
cases have shuttered.

• Return of foot traffic will be slow as long as
risks of contagion continue.

• Experiential retail will see major near-term
impacts. Newer concepts may close
entirely.

• Retail tenants are requesting rent relief at
high levels.

• Grocery and other necessity-anchored
properties should continue to outperform
discretionary and mall retail, although shop
stores and services at these centers will be
impacted.

• April rent collections are down materially
nationwide. Government bailout money
may provide some relief, but unlikely to be
of help until May.

• The impacts are felt across the spectrum of
shop and small mom and pop tenants in
grocery anchored centers.

• Eviction moratoriums will impact owners in
their ability to work through these rent
issues

• Renewal rates may increase as tenants
remain in place, but this will be mitigated
by those who are losing their jobs.

• This may translate into renewal rental rate
increases for certain markets but is not an
anticipated outcome of this crisis.

• Increased renewal rates are being offset by
significantly reduced new traffic and
leasing, which is impactful at this time as
this is now peak leasing season in many
rental markets.

• Credit loss and delinquencies across
subtypes and markets should rise in 2020.

• Local regulations to protect tenants from
eviction may adversely impact real estate
owners.

• Few will commit to long-term leases
without seeing space, significantly reducing
new leasing demand.

• Co-working consolidation of operator space
is expected.

• As longer shelter-in-place orders remain,
some companies may adapt to remote
working with others making permanent
adjustments to the way they use office
space.

• We expect office occupancy rates to
decline in most markets in 2020.

• Increased online shopping due to social
distancing should increase industrial
demand.

• Inability to tour spaces may make leasing
more challenging.

• Long term, U.S. companies may move away
from “just-in-time” models and build larger
inventories which would translate into
more industrial demand.

• On-shoring of foreign manufacturing would
increase demand for industrial space.

• Few requests for rent relief to-date other
than smaller tenant flex and business park
product.

There is much speculation regarding how the COVID-19 pandemic will impact real estate investments. Below are an 
assessment of the major property types and how they may be impacted going forward1

Retail Multi-family

Industrial

Office

Office
33%

Apa rtment
27%

Industrial
21%

Retail
15%

Other
4%

ODCE Equal Weight Index by Property Type

1 Source: American Realty Advisors

Office 
33%

Apartment 
27%

Industrial 
21%

Retail 
15%

Other 4%

ODCE Equal Weight Index 
by Property Type 

As of 12/31/19
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HHedge Fund Market

Hedge Fund Market Performance Review
• Most hedge fund strategies sustained losses during Q1, with historic dispersion of hedge fund returns occurring in March: the top 

decile of HFRI constituents gained 18.5% on average, while the bottom decile declined 30% on average
• Equity hedge funds generally protected capital during the downturn, but did not capture as much upside when the market rallied in 

late March, as equity hedge funds were net sellers of stocks in the last few days of March and many added to short positions in 
anticipation of further declines

• Hedged equity and event-driven strategies saw large declines in March on equity market losses and arbitrage spread widening;  the 
HFRI Equity Hedge Index fell 9.3% in March and 12.9% in Q1, while the HFRI Event Driven Index declined 12.8% percent in March, its 
largest monthly decline in history, to close the quarter at -15.3%

• Credit-oriented hedge funds posted wide dispersion during the quarter; high yield spreads widened to a level not seen since the GFC 
and the HFRI Credit Index closed the quarter down 8.7%

• Macro strategies were the lone bright spot during the quarter, as the HFRI Macro Index rose 1% in March to offset losses in February 
and close the quarter in positive territory, up 0.1%

Strategy Index 1Q 20 YTD 2019 2018 2017 2016 2015 1-Year 3-Year 5-Year 10-Year
Fund of Funds HFRI FOF Composite (7.3) (7.3) 8.4 (4.0) 7.8 0.5 (0.3) (3.9) 0.5 0.3 1.9
Equity Long-Short HFRI Equity Hedge (12.9) (12.9) 13.7 (7.1) 13.3 5.5 (1.0) (8.0) 0.1 1.3 3.0
Event Driven HFRI Event Driven (15.3) (15.3) 7.5 (2.1) 7.6 10.6 (3.6) (12.6) (2.2) 0.1 2.7
Global Macro HFRI Macro Index 0.1 0.1 6.5 (4.1) 2.2 1.0 (1.3) 4.2 1.5 0.2 1.3
Relative Value HFRI Relative Value (7.0) (7.0) 7.4 (0.4) 5.1 7.7 (0.3) (3.8) 0.8 2.0 4.1
Credit HFRI Credit Index (8.7) (8.7) 6.5 (0.0) 6.0 8.6 (1.0) (5.8) 0.2 1.7 4.0
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The Fund's fiscal year end is December 31st.
Total assets represent the combined value of the VEBA, Severance, Scholarship and Legal Funds.  
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February 1, 2015 represents the inception of the Policy and investment manager structure for each Fund.
Investment performance represents the actual results of the combined assets of the VEBA, Severance, Scholarship and Legal Funds.
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Note: Allocations are based on data from the PNC custody statements.

Note: Returns are gross of fees.
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The Policy is effective January 2, 2020.

Due to the timing and size of the contributions and withdrawals, the Fund's allocations may vary widely from the Policy.
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FELRA and UFCW VEBA Fund - Asset Allocation & Portfolio Activity  
Asset allocation reviews were presented and discussed with the Board of Trustees at the following meetings: July 18, 2014, August 29, 2014,
April 10, 2015, July 18, 2019, and April 16, 2020.
In January 2018, $1.0M transferred from SBH ($450k), Chartwell ($250k) and Vanguard ($300k) for cash needs.
In February 2018, $2.0M transferred from SBH ($900k), Chartwell ($500k) and Vanguard ($600k) for cash needs.
In April 2018, $3.5M transferred from SBH ($1.58M), Chartwell ($875k) and Vanguard ($1.05M) for cash needs.
In June 2018, $2.0M transferred from SBH ($900k), Chartwell ($460k) and Vanguard ($640k) for cash needs.
A redemption from ARA was submitted effective June 30, 2018 in the amount of $460k.  The proceeds were received and transferred to SBH
on July 2, 2019 for rebalancing.
In June 2019, $10.0M cash transferred to SBH ($6.0M), Chartwell ($2.0M) and Vanguard ($2.0M) for rebalancing.
At the July 18, 2019 meeting, the Trustees adopted a Policy: 20.0% domestic large cap equity (from 25.0%), 35.0% investment grade fixed
income (from 40.0%), 20.0% short duration high yield fixed income, 20.0% real estate (from 10.0%) and 5.0% cash.  To rebalance to Policy,
$3.5M was committed to ARA and funded effective January 2, 2020.
On November 7, 2019, $4.5M transferred from SBH ($2.48M), Chartwell ($900k) and Vanguard ($1.13M) for cash needs.
At the April 16, 2020 meeting, the Trustees approved: (1) Submitting a full redemption to real estate (ARA). The proceeds will be allocated to
investment grade fixed income (SBH). Proceeds are expected in July, 2020. (2) The termination of Marco’s proxy voting service, given the Fund
does not own any separately managed equities.

Recommendation: None.
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Note: Allocations are based on data from the PNC custody statements.

Note: Returns are gross of fees.
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Due to the timing and size of the contributions and withdrawals, the Fund's allocations may vary widely from the Policy.
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FELRA and UFCW Severance Fund - Asset Allocation & Portfolio Activity 
In January 2018, $500k transferred from SBH ($325k) and Chartwell ($175k) for cash needs.
In February 2018, $2.09M transferred from cash to SBH ($1.43M) and Chartwell ($660k) for rebalancing.
In July 2018, $200k transferred from SBH ($136k) and Chartwell ($64k) for cash needs.
In September 2018, $700k transferred from SBH ($476k), Chartwell ($210k) and HFoF/cash ($14k) for cash needs.
In October 2018, $600k transferred from SBH ($360k) and Chartwell ($240k) for cash needs.
In November 2018, $250k transferred from SBH ($187.5k) and Chartwell ($62.5k) for cash needs.
In June 2019, $1.0M cash transferred to SBH for rebalancing.
In August 2019, $100k transferred from SBH for cash needs.

Recommendation: None.
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Note: Allocations are based on data from the PNC custody statements.
Note: Returns are gross of fees.
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The Policy is effective TBD.

Due to the timing and size of the contributions and withdrawals, the Fund's allocations may vary widely from the Policy.
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FELRA and UFCW Scholarship Fund - Asset Allocation & Portfolio Activity 
In May 2018, $25k transferred from SBH ($12k), Chartwell ($10.5k) and Vanguard ($2.5k) for cash needs.
A redemption from ARA was submitted effective June 30, 2018 in the amount of $40k.  The proceeds were received and transferred to SBH on
July 2, 2019 for rebalancing.
In July 2018, $20k transferred from SBH ($10k), Chartwell ($8k) and Vanguard ($2k) for cash needs.
In November 2018, $5k transferred from SBH for cash needs.
In January 2019, $4k transferred from SBH for cash needs.
In February 2019, $10k transferred from SBH for cash needs.
In May 2019, $20k transferred from SBH ($13k) and Chartwell ($7k) for cash needs.
In June 2019, $15k transferred from SBH ($9.75k) and Chartwell ($5.25k) for cash needs.
In October 2019, $4k transferred from SBH for cash needs.
In November 2019, $4k transferred from SBH for cash needs.
In December 2019, $15k transferred from SBH for cash needs.
At the April 16, 2020 meeting, the Trustees approved: (1) Submitting a full redemption to real estate (ARA). The proceeds will be allocated to
investment grade fixed income (SBH). (2) Eliminating the domestic large cap equity allocation. Proceeds will be allocated to investment grade
fixed income (SBH). The increased allocation to investment grade fixed income is expected to be within Policy Range. (3) Amending the Policy
to be 70.0% investment grade fixed income and 30.0% short duration high yield fixed income.

Recommendations: None.
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Note: Allocations are based on data from the PNC custody statements.

Note: Returns are gross of fees.
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Due to the timing and size of the contributions and withdrawals, the Fund's allocations may vary widely from the Policy.
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FELRA and UFCW Legal Fund - Asset Allocation & Portfolio Activity 
In June 2019, $185k transferred from cash to SBH for rebalancing.
In August 2019, $125k transferred from SBH for cash needs.

Recommendations: None.
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Note: Returns are gross of fees.
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Note: Returns are gross of fees.
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Note: Returns are gross of fees.
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Note: Returns are gross of fees. 
Note: Information on PNC statements lag one quarter.

Income is reinvested.
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Index Disclosure
NCREIF ODCE Equal Weighted Net Index - During 4Q2018 the real estate benchmark was changed from NCREIF ODCE Equal Weighted Index to NCREIF ODCE
Equal Weighted Net Index for all historical time periods since inception.

Footnotes
Values, flows and returns for all commingled funds, mutual funds, partnerships, and all other alternative assets are provided by the firm managing the assets and
cannot be verified by IPS.

The net of fees returns in this report are estimated. Fees do not include: the investment consulting fee paid to IPS, investment manager incentive fees, custodian
fees, or other administrative costs.
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FELRA and UFCW Benefit Funds 
VEBA, Severance, Scholarship, and Legal Funds 

Preliminary Monthly Performance Update

Period Ended
May 31, 2020
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The Fund's fiscal year end is December 31st.

Total assets represent the combined value of the VEBA, Severance, Scholarship and Legal Funds.
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Note: Information on PNC statements lag one quarter.
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Note: Information on PNC statements lag one quarter.
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Note: Returns are gross of fees.
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The Policy is effective January 2, 2020.

Due to the timing and size of the contributions and withdrawals, the Fund's allocations may vary widely from the Policy.

60



Note: Returns are gross of fees.
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Due to the timing and size of the contributions and withdrawals, the Fund's allocations may vary widely from the Policy.
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Note: Returns are gross of fees.

63



The Policy is effective TBD.

Due to the timing and size of the contributions and withdrawals, the Fund's allocations may vary widely from the Policy.
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Note: Returns are gross of fees.
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Due to the timing and size of contributions and withdrawals, the Fund's allocations may vary widely from the Policy.
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ASSET ALLOCATION REVIEW

FELRA and UFCW Benefit Funds

July 23, 2020

67



Equity Asset Class Return Risk Fixed Income Asset Class Return Risk Alternatives Asset Class Return Risk

U.S. Large Cap 6.75% 15.25 Cash Equivalents 1.50% 0.50 Multi-Strategy     
Hedge Fund of Funds 4.25% 6.00

U.S. Mid Cap 7.00% 17.25 Short-term Gov / Credit 1.50% 2.25 Opportunistic Strategies 8.00% 11.50

U.S. Smid Cap 7.13% 18.75 Intermediate     
Investment Grade 2.00% 3.75 Long Short Equity    

Hedge Fund of Funds 5.25% 9.50

U.S. Small Cap 7.25% 20.75 Core Investment Grade 2.00% 4.75 Global     
Tactical Asset Allocation 5.50% 12.75

International Large Cap 7.50% 16.75 Mortgages 2.00% 6.00 Core 
Real Estate 6.50% 10.00

International Small Cap 7.75% 20.25 Short Duration     
High Quality High Yield 6.50% 7.00 Value-Add 

Real Estate 7.75% 12.00

Emerging Markets 8.75% 21.50 High Quality High Yield 6.25% 8.25 Opportunistic Real Estate 9.50% 14.50

Global Equity 7.50% 17.25 Opportunistic High Yield 7.25% 9.25 REITS 6.25% 20.00

Multi-Sector Fixed Income 1.75% 6.00 Diversified Private Equity 9.75% 20.00

Short Duration Global Bonds 2.00% 6.00 Core Infrastructure 6.00% 12.00

Core Plus Bonds 2.50% 5.75 Core+/Value Add 
Infrastructure 8.00% 15.00

Risk Parity 5.50% 16.00

Commodities 3.75% 18.00

Annualized Expected Returns over 10-20 years

• IPS Investment Committee April 2020. 
• Inflation expectation 2.00%.
• The above chart represents an annualized return forecast for different asset 

classes using index returns (net of fees).  These forecasts are forward-looking
assumptions based on reasonable beliefs of the IPS Investment Committee, 
but are not a guarantee of future performance.  Actual results may differ from 
the forecast above.

• The information contained in this report is proprietary and confidential 
information.  You are hereby notified that any dissemination, distribution, or
copying of this document is strictly prohibited.
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Change in Expected Returns1

1 April 2020 vs. July 2019
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Asset Class Constraints

The Asset Allocation modeling requires the mathematical construction of an efficient frontier of various portfolios with distinct asset allocations and risk and return characteristics.  The modeling process also requires
the imposition of constraints, so that the efficient frontier represents a prudently diversified portfolio with adequate consideration of the liquidity needs and investment time horizon.   Unconstrained optimization
frequently generates allocations that have superior risk/reward characteristics, but the resulting allocations may not be adequately diversified and/or may have high allocations to illiquid investments.

The constraints shown are used for modeling purposes only.  They should not be construed as suggested or recommended allocations, or limits on allocations, to any asset class or investment strategy.  Each client
fund has different facts, circumstances, time horizon, risk tolerance levels, return objectives, investment preferences, cash flows, and liquidity requirements.  As such, each client’s investment policy may differ 
materially from the constraints shown above.

IPS Investment Committee January 2019.

Total Domestic Equity 20% Max

Cash 5% Max

Fixed Investment Grade (Includes Short Term & Intermediate) 20% Min

High Quality High Yield Bonds  (Includes Short Duration) 30% Max

Real Estate – Core 10% Max

Real Estate – Value Add 5% Max

Hedge Fund of Funds – Multi Strategy 5% Max

Opportunistic Strategies 5% Max

70



2020 Capital Market Assumptions

S&P 500
U.S. Smid Cap Equity

U.S. Mid Cap Equity

U.S. Small Cap Equity
International Equity International Small Cap Equity

ST Gvt Bonds
Intermediate Investment Grade Bonds

Investment Grade Bonds

HQ Short Duration HY Bonds
HQ HY Bonds

Core Real Estate

HFoF Multi Strategy

GTAA

T-Bills

Emerging Market

Private Equity

Opportunistic Strategies
Infrastructure - Core+/Value Add
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Asset Class Correlations

A correlation of 1.00 indicates two series move perfectly together while a -1.00 shows they move perfectly opposite one another.

Assumption table: 
US Large 

Cap 
Equity

US Mid 
Cap 

Equity

US Smid 
Cap 

Equity

US Small 
Cap 

Equity

Int’l 
Equity

Int'l Small 
Cap 

Equity

Emerging 
Markets 
Equity

Cash

Short 
Term 
Govt / 
Credit

Interm.
Invest. 
Grade

Core 
Invest. 
Grade

Short 
Duration 

High 
Yield

High 
Yield

Real 
Estate 
Core

Real 
Estate 
Value 
Add

Private 
Equity

HFoF
Multi-

Strategy

Opp. 
Strategie

s
GTAA

US Large Cap Equity 1.00

US Mid Cap Equity 0.96 1.00

US Smid Cap Equity 0.93 0.98 1.00

US Small Cap Equity 0.90 0.95 0.98 1.00

Int'l Equity 0.87 0.86 0.81 0.76 1.00

Int'l Small Cap Equity 0.82 0.84 0.80 0.75 0.95 1.00

Emerging Markets 
Equity 0.76 0.77 0.72 0.68 0.88 0.86 1.00

Cash -0.10 -0.11 -0.11 -0.10 -0.03 -0.10 0.02 1.00

Short Term Govt / 
Credit -0.09 -0.09 -0.11 -0.14 0.04 0.03 0.09 0.00 1.00

Int. Investment Grade 0.01 0.02 -0.03 -0.07 0.11 0.11 0.16 0.09 0.82 1.00

Core Investment Grade 0.00 0.02 -0.03 -0.07 0.10 0.10 0.14 0.05 0.74 0.98 1.00

Short Duration High 
Yield 0.59 0.66 0.60 0.54 0.63 0.66 0.64 -0.12 0.20 0.31 0.27 1.00

High Yield 0.68 0.74 0.69 0.64 0.72 0.72 0.70 -0.14 0.11 0.26 0.25 0.92 1.00

Real Estate Core 0.18 0.13 0.13 0.14 0.10 0.05 0.00 0.22 -0.29 -0.25 -0.21 -0.25 -0.14 1.00

Real Estate Value Add 0.18 0.13 0.13 0.14 0.10 0.05 0.0 0.22 -0.29 -0.25 -0.24 -0.25 -0.14 0.99 1.00

Private Equity 0.90 0.95 0.98 0.99 0.76 0.75 0.68 -0.10 -0.14 -0.07 -0.07 0.54 0.64 0.14 0.14 1.00

HFoF Multi-Strategy 0.71 0.74 0.70 0.64 0.79 0.83 0.78 0.00 -0.06 -0.03 -0.04 0.59 0.63 0.19 0.19 0.64 1.00

Opportunistic Strategies 0.71 0.77 0.73 0.68 0.75 0.75 0.72 -0.14 0.09 0.23 0.22 0.91 0.98 -0.17 -0.17 0.68 0.64 1.00

GTAA 0.93 0.90 0.85 0.81 0.96 0.92 0.86 -0.04 0.11 0.20 0.19 0.63 0.72 0.11 0.11 0.81 0.74 0.75 1.00
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Efficient Frontier Analysis

* Compound annual return.

* Returns based on a geometric calculation.

Efficient Frontier Report

Asset Portfolio 1 Portfolio 2 Portfolio 3 Portfolio 4 Portfolio 5 Portfolio 6 Portfolio 7 Portfolio 8 Portfolio 9 Portfolio 10
US Large Cap Equity 0.00 0.00 0.00 0.00 0.00 0.00 1.92 6.74 13.35 20.00

US Mid Cap Equity 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00

US Smid Cap Equity 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00

US Small Cap Equity 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00

Int'l Equity 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00

Int'l Small Cap Equity 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
Emerging Markets 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
Cash 5.00 5.00 5.00 5.00 5.00 5.00 5.00 5.00 1.53 0.00

Short Term Govt / Credit 78.89 71.45 65.87 59.67 51.96 43.38 23.22 0.31 0.00 0.00

Int. Investment Grade 0.00 0.00 0.00 0.00 0.00 0.00 14.86 32.96 30.12 0.00

Core Investment Grade 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 25.00

Short Duration High Yield 2.62 7.95 14.15 20.33 28.04 30.00 30.00 30.00 30.00 30.00

High Yield 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00

Real Estate Core 8.48 10.00 10.00 10.00 10.00 10.00 10.00 10.00 10.00 10.00

Real Estate Value Add 0.00 0.61 3.03 5.00 5.00 5.00 5.00 5.00 5.00 5.00

Private Equity 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00

HFoF Multi-Strategy 5.00 5.00 1.95 0.00 0.00 4.05 5.00 5.00 5.00 5.00

Opp. Strategies 0.00 0.00 0.00 0.00 0.00 2.57 5.00 5.00 5.00 5.00

GTAA 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
Return 2.25 2.65 3.05 3.45 3.84 4.23 4.62 5.00 5.36 5.72
Risk 1.82 1.87 2.00 2.19 2.46 2.85 3.40 4.09 4.88 5.78
Return/Risk 1.24 1.42 1.53 1.57 1.56 1.48 1.36 1.22 1.10 0.99
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Current Policy Comparison

Scenarios are shown for illustrative purposes.

% Asset Class Target

US LC 
Equity

Fixed 
Income 
Interm

SDHY Real Estate Cash Expected 
Return Risk Comments

FELRA and UFCW 
VEBA Fund 20.0 35.0 20.0 20.0 5.0 4.99% 4.77 Policy

FELRA and UFCW 
Severance Fund 0.0 65.0 30.0 0.0 5.0 3.37% 3.68 Policy

FELRA and UFCW 
Scholarship Fund 0.0 70.0 30.0 0.0 0.0 3.40% 3.84 Policy

FELRA and UFCW 
Legal Benefits Fund 0.0 100.0 0.0 0.0 0.0 2.00% 3.75 Policy
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Efficient Frontier Comparison

VEBA Fund Policy

Scholarship Fund PolicySeverance Fund Policy

Legal Fund Policy
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Potential Distribution of Returns – 10 Year Horizon

Potential distribution of returns is based on the Parametric Method. Best and worst outcomes are based on the 5th and 95th percentile, respectively.
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Potential Distribution of Returns

Potential distribution of returns is based on the Parametric Method. Best and worst outcomes are based on the 5th and 95th percentile, respectively.
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APPENDIX
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Explanation of Methodology
• The analysis in this presentation utilizes the parametric method, also known as the variance-covariance method

• The parametric method assumes a normal distribution of returns, commonly refereed to as a bell-shaped curve.
– For a normal distribution, 68% of the observations are within +/- one standard deviation, 95% are within +/-

two standard deviations, and 99.7% are within +/- three standard deviations

• The chart below shows a normal distribution

• In reality, financial returns are not “normal;” they exhibit positive skewness (you get more positive returns
above the mean than a normal distribution would predict) and kurtosis (the extreme “tails” of both positive and
negative returns occur more often and are more extreme than a normal distribution would predict).
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Disclaimer:

This report has been prepared by Investment Performance Services, LLC (“IPS”). Certain information, including information relating to market indices, was provided by sources external to
IPS and may not have been verified. While IPS has exercised reasonable professional care in preparing this report, we cannot guarantee the accuracy of source information contained
herein. Information provided in this report is as of the date of the report unless noted otherwise, and IPS is under no obligation to update the information or communicate that any updates
have been made. If this report contains information regarding a matter that is outside of the description of services in the written agreement between IPS and the Fund, such information is
included for informational purposes only and, the inclusion of such information does not alter or expand the scope of the services provided by IPS.

The Fund’s performance is attributable to factors other than the advice of IPS because, among other things, (a) IPS may act in an advisory capacity (i.e., IPS may not have discretion over
Fund assets), (b) the Fund may or may not follow advice provided by IPS, and (c) returns may include investments made prior to the Fund’s relationship with IPS. Nothing contained herein
constitutes investment, legal, accounting, actuarial, or tax advice, or a recommendation to buy, sell, or hold a security or pursue a particular investment vehicle or any trading strategy. Past
performance is no guaranty of future results.

© 2020 by Investment Performance Services, LLC. All rights reserved.
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Glossary of Investment Terminology 

Total Return The annual return on an investment including appreciation, depreciation and income (interest, dividends, net operating income). 

Alpha The excess return (positive or negative) generated by active portfolio management and security selection, relative to a benchmark. 

Beta A historical measure of an investment’s volatility relative to the market.  The beta of the market is 1.0 (as represented by a benchmark
such as the S&P 500 Index).  A beta of greater than 1.0 indicates an investment with greater volatility than the benchmark.  A beta of
less than 1.0 indicates less volatility than the benchmark. 

Standard Deviation  Standard deviation is a statistical measurement of the dispersion of a set of data from its mean.  The more spread apart the data are, 
the greater the standard deviation. 

Risk For an investment portfolio, risk is typically defined as the volatility of the returns, as measured by calculating the standard deviation.
The risk does not necessarily indicate the risk of loss, but does indicate the risk of inconsistent returns.   

Capture Ratio Calculates how well a manager performs in a rising or falling market as a percentage of a benchmark.  In a rising market, a
percentage of 100 or better is preferred, and indicates the manager exceeded the benchmark (upside capture ratio).  In a falling
market, a percentage of less than 100 is preferred, indicating that the manager lost less than the benchmark (downside capture ratio). 

Correlation A statistical measure of how two asset classes perform in relation to each other.  Asset classes with a correlation of 1.0 have perfect
positive correlation (exactly the same).  Assets with perfect negative correlation of -1.0 will perform equally but in opposite directions. 

Efficient Frontier A series of portfolios with the maximum expected return for any level of risk, which is calculated based on assumptions of risk, return
and correlation.  These portfolios are shown graphically on a risk and return chart, and represent the most efficient tradeoff between 
risk and return.   

Market Cap The dollar value of a corporation, which is calculated by multiplying the share price and the number of outstanding shares.   

Large Cap  Stocks which typically have a market capitalization of $10 billion or higher. 

Mid Cap Stocks which typically have a market capitalization of $2 to $10 billion. 

Small Cap Stocks which typically have a market capitalization of $2 billion or less. 

Geometric Calculation Geometric Calculations are used when determining an annualized investment return and tends to dampen the effect of very high or 
very low values.  The result is a number that is smaller than (or equal to) the arithmetic average of the values. 

Compound Annual Returns       Compound annual returns show the annual investment return, assuming the investment grew at a constant rate, and reflects the 
impact of the time in the calculation of an investment return. 

Return/Risk Ratio The return/risk ratio is the expected return of an investment divided by the expected standard deviation (risk).  When comparing 
return/risk ratios a higher value is presumed to be better than a lower value 
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