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INVESTMENT STRATEGY QUARTERLY

Investment Strategy Quarterly is intended to communicate current economic and capital market information along with the informed perspectives of our investment professionals. 
You may contact your financial advisor to discuss the content of this publication in the context of your own unique circumstances. Published 7/1/2021. Material prepared by Raymond 
James as a resource for its financial advisors.

Like players in Clue®, ‘The Classic Mystery Game,’ we have to be 
good detectives, hunting for clues to either affirm or alter our 
views. These unprecedented times are a whole new game, often 
demanding a fresh financial toolkit to solve the mysteries of the 
market. In other words, it’s no Trivial Pursuit®. 

Remember how good you felt, passing ‘Go’ in Monopoly® and col-
lecting $200? Now imagine the US economy as consumers pass 
‘Go’ with a collective $2 trillion in excess spending capacity as a 
result of Congress’ generous, stimulus-driven ‘Community Chest.’ 
That chest continues to grow with the Child Tax Credit beginning 
in July and prospects for additional government infrastructure 
packages. While taxes are likely to move higher for corporations 
and the wealthy, the ‘Income Tax’ card will be less onerous than 
originally outlined. With the US debt ceiling likely raised by the 
end of July or soon thereafter, there is little ‘Chance’ of govern-
ment default or bankruptcy. 

Of course, the real game-changer for the economy wasn’t the ‘Get 
Out of Jail Free’ card; it was the ‘Get Out of the House for Free’ 
vaccine process that has inoculated more than 60% (and growing) 
of US adults. Now that consumers can join friends for dinner, go to 
sporting events and concerts, and travel on planes, the US has 
regained all of its economic activity lost during the recession. The 
hot real estate market proves that people are ‘buying properties’ 
in classic Monopoly® fashion and higher home prices are a key 
driver of the positive wealth effect for consumers. Once more, eco-
nomic growth should go racing around the board on the back of 
robust consumer spending, rebuilding inventory levels, recovering 
foreign economies, and rising US employment (expect an average 
of 500,000 new jobs a month over the next six months). As a result, 
2021 GDP growth will likely meet, if not exceed, our expectation of 
6.2% and remain strong into 2022. 

Letter from the Chief Investment Officer
Investing Is Not a Trivial Pursuit®

In the 1960s, Milton Bradley introduced battery-powered Opera-
tion®, which tested kids’ ability to remove ‘butterflies in the 
stomach’ and other ailments without setting off a buzzer. As the 
economy heals, the ‘money doctors’ at the Federal Reserve (Fed) 
will be delicately removing some of the ultra-accommodative 
monetary policy that nursed the economy back to full speed. The 
trick: remove pieces from the accommodative policy without 
being zapped by surging inflation or short-circuiting the economy. 
The Fed will need to keep a steady hand and be patient. If inflation 
proves transitory and peaks during the third quarter as we expect, 
the Fed will be able to taper its bond purchases by late this year/
early next year and not raise rates until 2023.   

Fixed income investors will need to remain flexible — like the 
players in the famous party game Twister®. Global investors will be 
stretching for yields in an environment of near record-low (if not 
negative) yields. Positive yields in the US seem like a winner, con-
tinuing to attract foreign investors and keeping yields lower than 
valuations may suggest. However, the healthy US economic envi-
ronment and the uptick in inflation should push yields higher. 
These entangling forces are keeping yields knotted in a tight range, 
but we ultimately expect the 10-year Treasury to move modestly 
higher and finish the year at about 2.0%. If yields move decisively 
above 2%, don’t be surprised if the Fed adds its own ‘Twist’— pur-
chasing bonds on the long end of the curve to keep interest rates 
lower. While the strength and breadth of the economy remain 
solid, valuations continue to favor the highest quality bonds from 
a risk/return perspective.  

In equities, it’s easy to Connect Four® reasons why this young bull 
market will continue for the foreseeable future: 1) a still-improving 
macroeconomic backdrop; 2) attractive valuations, especially 
versus bonds; 3) increased shareholder activities in the form of 
growing dividends and buybacks; and 4) strong earnings growth 

Americans, bored in their COVID-induced ‘bubbles,’ turned to board games for fun last year, boosting 
sales 300%. They rolled the dice, drew the cards, and buffed the skills of cooperation, problem 
solving, emotional intelligence, and reflective logic — the same competencies critical to successful 
investment strategies. So, we couldn’t help looking back nostalgically to our favorite games — and 
probably yours — as we look forward to crafting a sustainable investment game plan.  



JULY 2021

3

expectations. With earnings growth expected to surge more than 
60% during the second quarter and maintain a vigorous trend into 
2022, equities should grind higher, albeit at a slower pace than 
over the last year. We revised our 2021 year-end target for the S&P 
500 to 4,400 and expect it to rise to 4,600 by year-end 2022.  
A modest corporate tax increase to 25% (from the current 21%) 
shouldn’t deter a string of positive quarterly earnings. While our 
bias remains more US-centric with a focus on US large-cap and 
small-cap stocks, it’s possible an acceleration in reopenings in 
other parts of the world (like Europe) could lead to potential short-
term trading opportunities. Our growth versus value positioning is 
more of a ‘draw’ as our preference for big-cap Technology and 
Consumer Discretionary is offset by our preference for Financials, 
Energy, and Industrials.

So far this year it’s been Candy Land® for commodity investors, with 
gradual, sustainable reopenings across the globe leaving sellers 
vying for key inputs to satisfy pent-up demand. Investors found 
‘King Kandy’ as lumber and industrial metals raced to or near 
record highs due to bottlenecks. These price increases should sub-
side as supply constraints dissipate. In terms of global oil demand, 
the recovery in North America, China, and Europe has been sub-
stantially realized, but still-intact COVID restrictions leave much of 
South Asia, with its 1.4 billion people, on the dreaded ‘licorice 
space’ – the sticky spot that slows down the game. We anticipate it 
won’t be all ‘lollipops and rainbows’ for global oil demand until 
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mid-2022. Demand from South Asia is critical to reaching the pre-
pandemic peak of 100 million barrels per day. OPEC+ (includes 
Russia) continues to exercise discipline in adjusting supply levels, 
but investors should consider the potential for US sanctions to be 
lifted on Iranian oil. Therefore, we are only slightly raising our year-
end target for West Texas Intermediate to $75 from $70 per barrel. 
Further supporting commodities is our expectation that the US 
dollar will weaken slightly by year end versus major currencies like 
the euro (year-end target: 1.25 EURO/$). 

Despite our optimistic message, there is no lack of potential Risk®: 
COVID variants, geopolitical tensions, and politics. However, 
taking on undue risk to your portfolio is Taboo®. Just like these 
classic games, the rules for investing remain timeless — adhere to 
your asset allocation strategy, periodically review your goals and 
objectives, don’t let emotion dictate your investment decisions, 
and, of course, work with your advisor. A successful investing team 
can make the real Game of Life ® even more enjoyable! Best wishes 
for a wonderful summer! 

*An affiliate of Raymond James & Associates, Inc., and Raymond James Financial Services, Inc.

Lawrence V. Adam, III, CFA, CIMA®, CFP® 
Chief Investment Officer, Raymond James
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These early forms suffered from a lack of central control or 
enforcement.  

As civilization developed, metals such as bronze, copper, or tin, 
would be exchanged, with the idea that they had an end use (they 
could be made into cooking utensils or weapons, for example). 
Authorities began to issue coins, and the value would be based on 
the metal used. This helped to improve commerce, but the value 
depended on the scarcity of the type of metal used. Gold and silver 
coins became more common.

When Marco Polo returned from the East, he reported that the 
Chinese were using paper money. At the time, this sounded like a 
crazy idea, but eventually it caught on. Initially, the paper money 
was backed by a physical commodity such as gold or silver, the 
value of which changes depending on supply and demand. When 
gold and silver began arriving from the New World, inflation in 
Europe increased.  

The US and other countries left the gold standard (the backing of 
paper money by a reserve of gold) in 1973, and we now have 
what’s called ‘fiat money.’ That is, there is no inherent value in the 
dollar; its worth is determined by a shared concept of what it can 
buy. The dollar is ‘legal tender,’ meaning that courts of law 
recognize it as a satisfactory payment of monetary debt.

The Evolution of Money

Money is the lifeblood of the economy, a key factor in the 
historical development of society. Try to imagine life 
without it. However, money has changed a lot over time 
and technology will continue to drive further changes, 
offering benefits as well as potential risks.

Economists note three functions of money: it is a medium 
of exchange, a store of value, and a unit of account. Money 
is liquid so it can easily be used to purchase goods and 
services. Inflation reduces its purchasing power over 
time, but otherwise, money can be saved and spent later. 
Money serves as a yardstick to measure accounts, costs, 
and prices.

A BRIEF HISTORY
Prior to the development of money, people had to barter, 
exchanging one type of good for another. An easier way was 
needed to keep track of who owed what to whom and so systems 
of ledgers were developed. In some places these IOUs were in 
tokens, such as shells, beads, or whale teeth, which could be 
exchanged, serving as an early type of money (as well as credit). 

Scott J. Brown, PhD, Chief Economist, Raymond James
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FRACTIONAL BANKING AND THE CREATION OF MONEY
These days, the concept of money includes much more than hard 
currency. In fact, paper currency and coins account for a tiny 
fraction of transactions.

There are a number of money supply measures, each reflecting 
degrees of liquidity. The monetary base includes currency in 
circulation and reserves of banks and other depository institutions 
held at the Federal Reserve. M1 includes currency held by the 
public and checking accounts. M2 equals M1 plus savings deposits, 
small-denomination time deposits (less than $100,000), and retail 
money market fund shares.  

The Federal Reserve (Fed) creates money through open market 
operations, buying Treasury securities from commercial banks 
using money it creates out of thin air. The Fed receives the 
securities from the commercial bank and issues them bank 
reserves. These reserves are then multiplied through the fractional 
reserve banking system*.

Banks are required to hold a certain percentage of deposits in 
reserve. The rest can be lent out, adding to the money supply. By 
making loans (in excess of required reserves), the money supply is 
expanded. The Federal Open Market Committee, which includes 
the members of the Fed’s Board of Governors and five of the twelve 
Fed district banks, raises or lowers short-term interest rates to 
adjust bank reserves. 

*Fractional reserve banking is a system in which only a fraction of bank deposits are backed by actual cash on hand and available for withdrawal.

The relationships between the monetary aggregates (M1, M2, etc.) 
and growth and inflation broke down by the early 1990s. The Fed 
still keeps track of the money supply measures, but doesn’t place 
much weight on them in setting monetary policy.

STORE OF VALUE AND INFLATION
The Fed has two legislated goals (the dual mandate), price stability 
and maximum sustainable employment. Most other central banks 
have just one focus, price stability. The Fed interprets price stability 
as 2% inflation in the Personal Consumption Expenditures (PCE) 
Price Deflator.  

In the past, the dual mandate was seen as one primary goal in 
practice. That is, if the Fed worked to keep inflation low and steady, 
the job market would be stronger on average. If the Fed let inflation 
get out of hand, it would have to raise interest rates more to get 
inflation back down, weakening the economy and boosting 
unemployment; thus, the Fed would act preemptively to head off 
inflation.

The Fed’s thinking has evolved over time, and after a lengthy 
review, it announced a formal change in its monetary policy 
framework in August 2020. The Fed now has an average inflation 
targeting system. The long-term inflation goal remains at 2%, but 
following a period of inflation below 2%, the Fed will pursue a 
period of inflation above 2%.

COVID-19 
pandemic

The Rise and Fall of the Dollar
Purchasing Power of the US Dollar (1913 – 2021)

Pu
rc

ha
si

ng
 P

ow
er

 ($
)

US Recession Periods

Federal  
Reserve  
is created

Wall Street crash
(Black Thursday)

Bretton Woods 
agreement

Oil
crisis

Second  
oil crisis Dotcom

bubble Trump 
tax cuts

Lehman
Brothers
collapse

Source: FactSet



6

INVESTMENT STRATEGY QUARTERLY

The Fed also made its employment goal broader and more 
inclusive. It will look at a wide range of labor market indicators in 
setting monetary policy. During its review, the Fed discovered that 
low unemployment is especially beneficial to lower-income 
communities.

The new policy framework is now being tested at a time of great 
uncertainty. Inflation is higher on a year-over-year basis, but that 
partly reflects a rebound from the low inflation of a year ago (these 
are called ‘base effects’). Production bottlenecks and materials 
shortages occur in economic recovery, but these difficulties are 
resolved over time. Pressures are more intense than usual now 
because this is a very rapid recovery.

Inflation expectations are a key driver of actual inflation. If workers 
anticipate higher inflation, they are more likely to ask for wage 
increases and businesses are more likely to raise prices. Inflation 
expectations have moved higher in the last few months, but have 
begun to moderate. The key is whether higher inflation expectations 
are sustained – and we won’t know for sure until after the fact. 

While Fed officials believe that inflation pressures will prove to be 
transitory, they are confident that they have the tools to bring 
inflation down if we get a sustained increase in the underlying 
inflation trend.

CRYPTOCURRENCIES AND DIGITAL CURRENCIES
Cryptocurrencies, such as Bitcoin, Ethereum, and Dogecoin, are 
digital assets, using distributed ledger technologies, such as 
blockchain, to secure transaction records and verify transfers. 
They are an elegant solution to no particular problem with 
conventional money.  

The use of cryptocurrencies as a medium of exchange is limited. 
They can be used to buy a small number of goods and services and 
transaction fees tend to be high. They may store value, but as 
we’ve seen, that value can change dramatically from day to day. To 
date, cryptocurrencies have not served as a convenient way to 
make payments.

Critics have likened cryptocurrencies to a pyramid scheme and 
point to a number of negatives. They are used widely in money 
laundering, the illegal drug trade, and other criminal activities (but 
then again, so is paper currency). A lot of energy is used in mining 
new cryptocurrency, adding to concerns about climate change.  

Digital currencies, including cryptocurrencies, are money in 
electronic form. Central Bank Digital Currencies (CBDC) are (or will 
be) issued by a central bank. China has a digital Renminbi, but 
most other central banks are still studying CBDCs. As part of the 
money supply, CBDCs will still be a fiat currency, but will offer 
security in transactions and transfers.

Some cryptocurrencies, called ‘stablecoins,’ are tied to a hard 
currency (such as the dollar). Stablecoins improve payment 
efficiency, speed up settlement flows, and reduce user costs, but 
they don’t offer the same protections as conventional payment 
systems, like your bank account.

The Fed has been studying the risks and benefits of CBDCs for several 
years now and will issue a discussion paper summarizing its findings 
this summer. Fed chair Powell indicated that “Our forthcoming paper 
on the evolution of digital payments is intended — along with our 
other work as a supervisor, regulator, and payment system operator 
— to advance the objective of ensuring that the payments system 
and the economy work for all Americans.”

IN CONCLUSION
Cryptocurrencies are not going away anytime soon, but they won’t 
replace the dollar. Large fluctuations in value and high transaction 
fees make them inappropriate for use in regular commerce. 
CBDCs, tied to conventional securities like the dollar, are coming, 
which will have many of the attractive features of these new types 
of money, but will also provide better security and steadier value.

Electronic payments have been with us for a long time. In its early 
days, the Federal Reserve ensured bank transfers made by 
telegraph. Credit cards have advanced significantly and we can 
now transfer funds using our cellphones. In that sense, the future 
is already here. 

KEY TAKEAWAYS:
• These days, the concept of money includes much more 

than hard currency. In fact, paper currency and coins 
account for a tiny fraction of transactions.

• The Fed now has an average inflation targeting system. 
The long-term inflation goal remains at 2%, but 
following a period of inflation below 2%, the Fed will 
pursue a period of inflation above 2%.

• While Federal Reserve officials believe that inflation 
pressures will prove to be transitory, they are confident 
that they have the tools to bring inflation down if we 
get a sustained increase in the underlying inflation 
trend. 

• Cryptocurrencies are not going away anytime soon, 
but they won’t replace the dollar.
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The Road Ahead for Biden’s Infrastructure Agenda: 
Impact on Spending, Deficits, and Taxes 

After more than a year of pandemic-related market 
uncertainty, attention is turning to the recovery stage of 
US policymaking and the more than $4 trillion in 
infrastructure and social program spending outlined by 
the Biden administration earlier this year. While 
negotiations are highly in flux and divergent outcomes 
cannot be fully ruled out, current indications are that an 
infrastructure package in the $2 trillion to $3 trillion range, 
with about $1 trillion in deficit spending, is likely by the 
end of this year or early next year.

Broadly, we expect a final package to cover three main pillars: 
traditional infrastructure (such as roads, bridges, and highways); 
investment in US domestic manufacturing through clean energy 
and next-generation technology supply chains; and investment 
into social infrastructure via an extension of the recently-enacted 
Child Tax Credit expansion and increased funding for education. 
Along these lines, we expect Congress to take select portions of 
the American Jobs Plan (AJP) and American Families Plan (AFP) 
and pair them with associated tax adjustments to raise revenue, 
tilted more toward corporate tax changes. 

Ed Mills, Managing Director, Washington Policy Analyst, Equity Research

While negotiations are highly in flux and divergent 
outcomes cannot be fully ruled out, current indications are 
that an infrastructure package in the $2 trillion to $3 trillion 
range, with about $1 trillion in deficit spending, is likely by 
the end of this year or early next year.

The question remains, where do we go from here? The path 
forward will be guided by political decisions, particularly on the 
size of the package (large, single bill, or separate attempts) and 
whether it advances with bipartisan support or by a Democratic-
only reconciliation push requiring only a simple majority in the 
Senate. These factors will influence the final provisions of the 
infrastructure package, and should be monitored as legislation is 
crafted into the fall. 

WHAT’S PROPOSED VS. WHAT’S POSSIBLE
From a high level perspective, Biden’s American Jobs Plan (AJP) 
proposes around $2.3 trillion over ten years, with the core of the 
package targeting traditional transportation infrastructure and 
domestic manufacturing capability. The plan also envisions around 
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Water
$111B
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$137B

Electricity
$100B
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sustainable housing
$213B
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$137B
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$100B
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$100 billion each for water, electricity, broadband, and education 
infrastructure. We view these provisions as the most likely to pass 
in a final package given overall strong bipartisan support, but the 
scope of the funding for these priorities remains a moving target. 
We also see a foreign policy angle to this aspect of Biden’s 
infrastructure agenda that raises the political urgency around an 
infrastructure bill. The domestic manufacturing aspect of the 
proposal is directly aimed at securing the ability for the US to 
remain economically competitive with China. As such, Biden’s 
strategy can be viewed as putting the US on the footing to sprint 
ahead, rather than hold China back, through economic policy. 
Biden’s proposal seeks significant investment (around $250 billion) 
in domestic research and development of next-generation 
technologies. Specific sectors targeted for funding are 
semiconductor manufacturing, as well as clean energy technologies 
including: energy storage, carbon capture, hydrogen, advanced 
nuclear, rare earth separation, wind, and biofuel. Expect this to be a 
significant selling point by the administration as it looks to secure 
bipartisan support for Biden’s infrastructure agenda. 

The second phase of Biden’s policy reforms — the American 
Families Plan (AFP) — focuses more on social programs with around 
$1.8 trillion in spending and tax credits. Broadly, the plan envisions 
$500 billion toward education and around $450 billion for childcare 
programs and paid leave. The plan also proposes extending the 
expanded Child Tax Credit (CTC) under the American Rescue Plan 
through 2025, tying it to the expiration of the personal tax code 
provisions of the 2017 tax law. However, there are potential issues 

with the education, childcare, and expanded leave provisions in 
the AFP under reconciliation rules, as these may be viewed more as 
policy provisions than spending/revenue. As such, we view the 
bulk of the programs under the AFP as more politically challenging 
to work into a final package, thus they are more likely to be 
Democratic campaign proposals tied to the 2022 midterms. 

Overall, we view the two plans as a menu of policy options for 
lawmakers to debate and advance in a legislative package. We see 
the most likely final bill having a core focus on traditional 
infrastructure, tied to several AFP priorities – most likely an 
extension of the CTC and some new education funding. This brings 
the final spending total to the $2 trillion to $3 trillion range, 
depending on the final funding levels for individual provisions. 

EXPECT PROPOSED TAX CHANGES TO BE DIALED BACK
Much attention has focused on the proposed tax changes as 
revenue sources for Biden’s infrastructure priorities, which we 
broadly view as some of the most fluid aspects of ongoing 
negotiations. The ultimate corporate tax rate, adjustments to 
personal taxes for wealthy taxpayers, and the fate of state and local 
tax (SALT) adjustments continue to be the top issues of the tax 
debate in Washington. As we have previously highlighted, the 
revenue source with the most political support in Biden’s 
infrastructure agenda is a higher corporate tax rate, but at a lower 
rate than the proposed 28%, likely in the 24-25% range. Moderate 
Democrats are reportedly uneasy with the political consequences 
of raising the capital gains rate to the proposed ordinary income 

Estimated Spending on the Proposed American Jobs Plan

Source: White House, Overview of “American Jobs Plan,” as proposed, March 31, 2021
*Airports, water transit, and ports

Infrastructure at Home
$726 billion

Transportation
$621 billion

Businesses
$580 billion

Caretaking
$400 billion
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rate of 39.6% for incomes above $1 million with SALT caps in place, 
raising the chances that the capital gains rate change, if included, 
also trends lower. The balance is between three items on capital 
gains – the rate, step-up in basis, and implementation date. If 
compromise is found on the rate and step-up exclusion, the 
effective date could come earlier, as currently proposed by the 
Biden administration (retroactive to its announcement in April 
2021). We expect continued emphasis on popular support for these 
corporate and individual tax changes by the Biden administration, 
but the current political dynamics highlight the difficulty of finding 
agreement among Democrats with very limited room to maneuver 
given the slim margins in both chambers of Congress.

We will specifically be watching dynamics among Democratic House 
lawmakers as the capital gains tax would be an even bigger hit to 
high-tax states with their own state-level capital gains charges, such 
as New York and California. Lawmakers from these states, especially 
in swing districts, are likely to see political blowback from their 
constituents. However, many are also concerned about primary 
challengers from the left. As such, support for a capital gains rate 
hike with some moderating adjustments to the current proposal 
would likely be the preferred policy path forward for these members. 
As it currently stands, Speaker Pelosi can only lose two votes to 
advance legislation, giving these lawmakers significant leverage to 
influence the tax debate.

REGARDLESS OF THE PATH FORWARD, THE OUTCOME 
WILL LIKELY BE THE SAME 
We expect volatile headlines over the course of the summer and 
into the fall on the specifics of an infrastructure deal, which could 
cause volatility in markets; however, our forest from the trees view 
is that the outcome is likely to be the same no matter the process 
going forward. There is a growing acceptance of around $1 trillion 
in deficit spending tied to Biden’s infrastructure priorities, and the 
legislative tools are there for Democrats to pass either a primary bill 
or a secondary bill with only Democratic support. As these pieces 
come into place, the debt limit will have to be raised later this fall, 
which will almost certainly have to be done via a reconciliation 
simple majority vote that could include additional infrastructure 
priorities. With Democrats seeing this as a once in a generation 

opportunity to advance domestic investments, we are likely 
heading toward a $2 trillion to $3 trillion range final bill with some 
revenue-raising provisions as cost offsets. The least politically-
sensitive revenue measures would target increased IRS 
enforcement (projected to capture around $800 billion in missed 
federal revenue) and a higher corporate tax rate/tightened 
international corporate tax rules. As such, while we expect a robust 
debate on specific policy details into the fall, the politics of the 
infrastructure debate have likely already paved the road to be taken 
to a final bill later this year. 

KEY TAKEAWAYS:
• An infrastructure package in the $2 trillion to $3 tril-

lion range, with about $1 trillion in deficit spending, is 
likely by the end of this year or early next year. 

• The most likely provisions to pass are funding for 
water, electricity, broadband, roads, bridges, trans-
portation, and education infrastructure given strong 
bipartisan support, but the scope of the funding for 
these priorities remains a moving target. 

• The domestic manufacturing aspect of the proposal 
is directly aimed at securing the ability for the US to 
remain economically competitive with China. Expect 
this to be a significant selling point by the adminis-
tration as it looks to secure bipartisan support for 
Biden’s infrastructure agenda.

• The second phase of the infrastructure agenda — the 
American Families Plan (AFP) — focuses more on 
social programs with around $1.8 trillion in spending 
and tax credits. Broadly, the plan envisions $500 bil-
lion toward education and around $450 billion for 
childcare programs and paid leave.

• While we expect a robust debate on specific policy 
details into the fall, the politics of the infrastructure 
debate have likely already paved the road to be taken 
to a final bill later this year.

“We see the most likely final bill having a core focus on traditional 
infrastructure, tied to several priorities – most likely an extension of the Child 

Tax Credit and some new education funding. This brings the final spending 
total to the $2 trillion to $3 trillion range, depending on the final funding 

levels for individual provisions.”
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Second Half 2021 Equity Outlook:  
Rally Normalizes; Backdrop Remains Strong

Rapid vaccinations (more than two-thirds of US adults have 
received at least one dose) have spurred a sharp reduction 
in daily new COVID cases and hospitalizations since the 
start of the year. This has resulted in a swift economic 
reopening which, boosted by enormous amounts of stim-
ulus, is likely to push 2021 economic growth to its fastest 
pace in almost 40 years.

This economic momentum remains, with manufacturing and ser-
vices surveys continuing to advance at very strong levels. In fact, 
the sharp rate of recovery is creating inflation concerns for inves-
tors as supply has been unable to meet this heightened demand. 
This dramatic demand versus supply imbalance could last for 
months, but we believe it should abate over time as stimulus 
ebbs and supply chains untangle. Productivity growth (due to 
economic digitization) should also help offset inflationary pres-
sures, and S&P 500 corporate margin estimates continue to climb 
higher. Importantly, the Fed is expected to remain accommoda-
tive as the labor market recovery still has a way to go, and rate 
hikes will come because the economy is strong. The risk of over-
tightening remains minimal.  

J. Michael Gibbs, Managing Director, Equity Portfolio & Technical Strategy
Joey Madere, CFA, Senior Portfolio Analyst, Equity Portfolio & Technical Strategy

EARNINGS
The most important influence for equities over the long term is 
earnings, and this strong economic recovery is driving historically 
strong earnings growth. First quarter earnings season posted one 
of the strongest upside surprises in history with S&P 500 earnings 
growth finishing up 49% year-over-year (more than double the 
21.6% consensus expectation). This is leading to markedly higher 
earnings revisions for 2021 and 2022, with upside to estimates 
remaining in our view. In fact, we believe S&P 500 earnings will hit 
$200 in 2021 (45% growth year-over-year and ahead of the cur-
rent $190 consensus estimate). As earnings continue to recover, 
elevated valuation multiples should normalize in the back half of 
the year. The S&P 500 currently trades at a 25x P/E multiple (down 
from a 28x peak) which we believe will move directionally toward 
pre-pandemic levels (~22x) by year end. The upshot is that we do 

We view the fundamental and technical backdrops as 
supportive over the intermediate term, and continue to 
see the positives outweighing the potential negatives.
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“First quarter earnings season posted 
one of the strongest upside surprises in 

history with S&P 500 earnings growth 
finishing up 49% year-over-year.”

not believe this normalization in valuation will outweigh robust 
earnings growth, providing further upside to equities – this $200 
earnings estimate and 22x P/E assumption results in a base case 
S&P 500 target of 4,400 by year end.  

MARKET MOVING EVENTS
While equity market performance has been historically strong 
over the past year and we remain positive, it is normal for year 
two of a bull market to experience a moderation in its rate of 
ascent. Inflation, Fed communication, and the debate over stim-
ulus/taxes are likely to gain significance in the back half of this 
year. These items (among many others) can lead to short-term 
volatility, something that has generally eluded equities in a 
broad sense following positive vaccine news in early November. 
The largest drawdown for the S&P 500 since then has been ~5%, 
while it is very normal (and healthy) historically to have 7-12% 
pullbacks throughout a year. We view the fundamental and tech-
nical backdrops as supportive over the intermediate term, and 
continue to see the positives outweighing the potential nega-
tives; thus, we recommend using potential weakness as a buying 
opportunity. As has been the case for months now, volatility is 
likely to be seen more significantly beneath the surface as sector 
rotation continues to play out – leaving plenty of opportunity for 
active investors.

Source: Raymond James Equity Portfolio & Technical Strategy

2021 Year-End Forecasts

S&P 500
EPS 

ESTIMATE P/E PRICE

Bull Case $210 23x 4,830

Base Case $200 22x 4,400

Bear Case $190 20x 3,800
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S&P 500 Price and Earnings Highly Correlated
The most important influence for equities over the long term is earnings,  

and this strong economic recovery is driving historically strong earnings growth.

Source: FactSet, as of 6/28/2021
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Sector Views

Health CareTechnology

Consumer 
Discretionary

Industrials

OVERWEIGHT:

UNDERWEIGHT:

EQUAL WEIGHT:
Materials

Financials

Consumer Staples Utilities

Real Estate

EnergyCommunication 
Services

SECTOR POSITIONING
We continue to recommend a pro-cyclical stance to portfolio posi-
tioning, as the areas with increased leverage to the economic 
recovery are likely to outperform. However, we want to allocate in 
a fairly balanced, diversified way as well. This leads to our favored 
sectors being Financials, Industrials, Energy, Consumer Discre-
tionary, and Communication Services. We see the Financials sector 
benefitting from strong balance sheets and favorable credit trends, 
along with the likelihood of higher interest rates and loan growth as 
the economy rebounds, supporting fundamental momentum from 
attractive valuations (lowest P/E on 2022 estimated earnings of all 
sectors). The Industrials sector provides leverage to the global 
manufacturing recovery, along with replenishing inventories from 
exceptionally low levels. Additionally, the sector is a direct benefi-
ciary of the infrastructure stimulus package currently being 
negotiated in Congress. The Energy sector is seeing a turnaround in 
fortunes due to higher oil prices, as recovering demand from a 
(mostly) reopening world outstrips the industry’s disciplined 
approach to production and capital spending. Spot oil prices 
recently moved to multi-year highs of over $70/barrel, above Jan-
uary 2020 levels, while the price of the Energy sector is still below 

pre-pandemic levels. Consumer Discretionary is a bifurcated 
sector with varying degrees of ‘stay-at-home’ and ‘recovery’ 
leverage. We favor the equally-weighted sector (or ‘average stock’) 
which is benefitting from enormous stimulus. High savings rates 
and an improving jobs market are tailwinds for consumer spending 
as the economy swiftly reopens. Like Consumer Discretionary to a 
degree, we continue to appreciate the Communication Services 
sector’s mix of structural growth along with leverage to the eco-
nomic recovery. Accelerated connectivity needs/uses in today’s 
environment, along with the 5G rollout, are fundamental tail-
winds. On the flip side, we recommend underweight exposure to 
the more ‘defensive,’ interest-sensitive areas (i.e., Utilities and 
Consumer Staples) due to our favorable stance on the funda-
mental trajectory, along with the likelihood of higher interest rates 
over the next 6 to 12 months.  

GROWTH VS. VALUE
We favor value over growth with new money, and recommend 
building exposure as relative momentum builds over time. His-
torically, style preferences have moved in long-term trends with 
growth outperforming until the dot-com bubble, value outper-
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forming from then until the credit crisis, and growth taking back 
over for the past decade-plus bull market. Growth’s outperfor-
mance then reached a height during the early stages of the 
pandemic as the secular trajectory of technology use was acceler-
ated in the stay-at-home environment. At the same time, interest 
rates moved to all-time lows, allowing for elevated valuations.  

However, since the positive vaccine news in early November pro-
vided a ‘light at the end of the tunnel’ for investors, interest rates 
have generally moved higher and there has been a dramatic shift 
toward short-duration (cyclical) growth versus secular growth. 
Even so, the S&P 500 Value Index still trades at the low end of its 
historical relative valuation range versus growth with more fun-
damental leverage to the economic recovery.

Additionally, our sector preferences skew toward value, as Finan-
cials are the largest relative weighting for value, followed by 
Industrials and Energy. On the other hand, growth has outsized 
exposure to the Technology-oriented areas which are generally 
being used as a source of capital for this rotation. Moreover, value 
should be a relative beneficiary of the current stimulus/tax dis-
cussion in DC, along with higher interest rates over time. The jury 
is out on whether or not value will take over as a long-term out-
performer (due to a still strong fundamental trajectory from 
Technology), but we do believe it can continue market leadership 
in the back half of 2021. 

KEY TAKEAWAYS:
• The most important influence for equities over the 

long term is earnings, and this strong economic 
recovery is driving historically strong earnings growth.

• While equity market performance has been histori-
cally strong over the past year and we remain positive, 
it is normal for year two of a bull market to experience 
a moderation in its rate of ascent.

• We continue to recommend a pro-cyclical stance 
to portfolio positioning, as the areas with increased 
leverage to the economic recovery are likely to out-
perform.

• We favor value over growth with new money, and rec-
ommend building exposure as relative momentum 
builds over time.

“We believe value can continue  
its market leadership in the back  

half of 2021.”
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Setting the stage: 

The Federal Reserve’s (Fed) legislated dual mandate is price stability and maximum sustainable employment. It defines price stability as 
2% inflation as measured by the Core Personal Consumption Expenditures (PCE) Price Index. In August 2020, the Fed formally revised its 
monetary policy framework to an average inflation-targeting system. Following a period below the 2% long-term target (as has been the 
case for the last several years), the Fed will pursue a period of inflation moderately above 2%, while leaving the longer-term goal intact.

This policy change is a significant departure from past decades, where the Fed would act preemptively to prevent inflation from rising. The 
view had been that if inflation were allowed to pick up, inflation expectations would also rise, reinforcing higher inflation, which would add 
to inflation expectations, and so on. This was the primary explanation for the high inflation of the 1970s and early 1980s. The change rein-
forces the notion that 2% is a goal, rather than a ceiling on inflation.

Q:   Why does the Fed say there’s no inflation when the price of 
everything I buy is going up?

A:    Fed officials are not disputing the fact that inflation has picked 
up, but it is important to remember that your personal rate of 
inflation may differ from what the Fed targets when setting 
monetary policy. The Fed is concerned about sustained 
increases or decreases in the overall level of prices in the 
economy. It is not focused on the price of a single good or ser-
vice. Consumers tend to notice price increases right away, 
particularly for food and gasoline prices, but they don’t often 
see places where inflation is low or negative (bought a large-
screen TV lately?). Prices of most goods and services are raised 

periodically – so you see the increase all at once rather than 
over time. The media can also play a big part in fanning infla-
tion fears- just look at the nightly news lately.  

  While consumer price inflation is now above the 2% target on a 
year-over-year basis (5.0% for the 12 months ending in May 
2021), the Fed believes that the increase is due to transitory 
factors. One of which is called ‘base effects’ — inflation was low 
during last year’s lockdowns (the CPI rose just 0.1% for the 12 
months ending May 2020) and prices are rebounding as the 
economy returns to normal. Another transitory factor is restart 
pressures, such as supply chain disruptions and materials 
shortages. Restart pressures occur in every economic recovery, 

APRIL 2020

Scott J. Brown, PhD, Chief Economist, Raymond James

  Q&A: Inflation
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but are more intense now due to the speed of the economic 
recovery. Fiscal policy has been larger than was anticipated at 
the start of the year and vaccinations have arrived quicker. The 
surge in economic growth caught some producers flat-footed. 
February’s severe weather delayed supplier deliveries and the 
pandemic has had a continued impact on foreign trade, made 
worse by container shortages and higher shipping costs.

Q:  How long is transitory?

A:   There is no precise time period, but most inflation pressures 
should not be permanent. Base effects will continue for a few 
months, fading by late summer. Supply chain bottlenecks and 
input shortages may not be resolved as quickly and could put 
upward pressure on inflation beyond this year, but they will 
clear up eventually.  

Labor market frictions will be more intense than in a typical eco-
nomic recovery. Matching millions of unemployed workers to 
available jobs will be challenging. Schools and daycare facilities 
will reopen in the fall, which should lead to an increase in labor 
force participation; however, many older workers opted for early 
retirement during the pandemic and may be reluctant to re-
enter the labor force.

Fiscal policy will remain supportive into 2021, but less so, 
becoming a drag on economic growth (offset partly by a recovery 
in private-sector demand). The increase in household savings, 
built up during the pandemic, should support consumer 
spending growth in the near term, but will be depleted over 
time. Economic growth is expected to moderate into next year, 
helping to reduce inflation pressures.

Q:   Why are some economists (including former Treasury Secretary 
Larry Summers) more concerned about inflation than others?

A:   Economists (including those at the Federal Reserve) believe 
that inflation expectations play a key role in the inflation pro-
cess. As inflation expectation rise, workers are more likely to 

demand higher wages and businesses are more likely to try to 
raise prices, thus higher inflation expectations can often be 
self-fulfilling.  

Market-based measures of inflation expectations, such as 
‘breakeven inflation’ (the spread between inflation-adjusted 
Treasurys and their fixed-rate counterparts) have crept higher. 
Survey-based consumer expectations of inflation have also 
risen. The key question is whether inflation expectations rise 
further and whether that increase will be sustained. Recently, 
measures of inflation expectations have begun to moderate.

Some economists, including former Treasury Secretary Larry 
Summers, are concerned that the unprecedented amount of 
fiscal stimulus will boost aggregate demand enough so that it 
continues to outpace supply. Under this scenario, inflation pres-
sures won’t recede, leading to a sustained increase in inflation 
expectations (and higher actual inflation). Biden administration 
economists (and others) disagree — believing that supply chain 
issues will be resolved and inflation expectations will remain 
well-anchored.

Q:   Why does the Fed exclude food and energy? Don’t you and I 
have to buy gasoline and groceries?

A:   The Fed does consider food and energy prices in its inflation out-
look; however, since food and energy prices tend to be volatile, 
economists focus on the core measure to get a better sense of 
the underlying trend in inflation. There are a variety of other 
ways to measure core inflation, such as excluding the large price 
increases and the large price declines each month or by simply 
looking at the median price increase; however, excluding food 
and energy prices is the most common.

Q:   Money supply measures have surged during the pandemic. 
Won’t this lead to higher inflation?

A:   Economists are taught that inflation is “always and everywhere 
a monetary phenomenon” — too much money chasing too few 

“ The key question is whether inflation expectations rise 
further and whether that increase will be sustained.” 
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“  ... should this risk manifest, we have the tools and the 
experience to gently guide inflation back to our target 
— no one should doubt our commitment to do so.” 

goods and services — but the various monetary aggregates are 
not a useful gauge for inflation.

M2, which is the most liquid form of money (currency, savings 
and checking accounts, small time deposits, and retail money 
market funds), rose sharply in the early part of the pandemic and 
has continued to move higher. Households have increased their 
savings and banks have been accumulating reserves (which the 
Fed now pays interest on). Through its large-scale asset pur-
chases (quantitative easing, or QE), the Fed has pumped reserves 
into the banking system, but that’s only inflationary if consumers 
borrow excess reserves from the banks and spend. That’s not 
what’s happening. The rise in M2 has more to do with the pan-
demic (increased demand for liquid assets) than with Fed policy 
(which has acted to meet the demand for liquid assets).

Q:   What if the Fed is wrong and inflation does rise on a sustained 
basis?

A:   If higher inflation is sustained, the Fed can always tighten policy 
through a reduction in the monthly pace of asset purchases or 
by raising short-term interest rates sooner than expected. Under 
this scenario, economic growth would slow, perhaps more than 
intended. Soft landings are difficult.

In a recent speech, Fed Governor Lael Brainard said “a persistent 
material increase in inflation would require not just that wages 
or prices increase for a period after reopening, but also a broad 
expectation that they will continue to increase at a persistently 
higher pace.” The Fed will be closely monitoring the incoming 
data, “attentive to the risk that what seem like transitory infla-
tionary pressures could prove persistent.” However, Brainard 
stressed that “should this risk manifest, we have the tools and 
the experience to gently guide inflation back to our target — no 
one should doubt our commitment to do so.” 

Inflation - 
What the Fed Considers

It is important to point out that the Fed will 
adjust policy based off of its inflation metrics, 
not those that are directly felt by consumers. 
In fact, Fed inflation benchmarks are not 
impacted by rising asset (e.g., equities, 
bitcoin), housing, or energy prices. It is 
unlikely that the recent surge in these prices 
will impact the Fed’s thinking regarding 
raising interest rates.

Main Street Wall Street

Equities

Cryptos

Energy

Food

Housing

Building 
Costs

Apparel
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ECONOMIC 
INDICATOR COMMENTARY

FA
VO

RA
BL

E

GROWTH Led by a recovery in consumer services and supported by further vaccination progress, GDP growth is expected 
to be strong in the near term. Labor market frictions may be a constraint.

EMPLOYMENT Nonfarm payrolls are still down about 9.5 million from the pre-pandemic trend, but we should see strong gains 
near term. Matching millions of unemployed workers to millions of available jobs will likely be challenging.

CONSUMER  
SPENDING

Consumer spending on services should continue to improve, while spending on consumer goods (which 
had been unexpectedly strong thorough the pandemic) is likely to moderate.

BUSINESS  
INVESTMENT

Capital goods orders and shipments exhibited a strong trend in early 2Q21, supported by business optimism. 
Business structures are expected to remain relatively soft, but should improve.

MANUFACTURING Growth in new orders has remained strong. Supply chain constraints should continue to ease, helping to 
improve supplier deliveries.

HOUSING AND  
RESIDENTIAL  
CONSTRUCTION

Work-from-home has led to strong demand. Supply constraints have limited new construction and the pace 
of home sales. Higher prices have reduced affordability, so a pause may be in order.

MONETARY POLICY Short-term interest rates may be raised a little earlier than previously expected, but not anytime soon. The 
pace of monthly asset purchases is likely to be tapered later this year or in early 2022.

FISCAL POLICY Fiscal support will continue, but the impact on growth will fade over time. Lawmakers should eventually 
work to put the budget on a long-term sustainable trajectory, but not anytime soon.

REST OF THE WORLD Still a mixed bag. The spread of the virus and the distribution of vaccines will vary widely.  

N
EU

TR
AL

INFLATION
Inflation has picked up, reflecting base effects (a rebound in prices that were depressed a year ago), restart 
pressures (supply chain bottlenecks and materials shortages), and higher prices of used vehicles. However, 
these pressures are expected to be transitory.

LONG-TERM 
INTEREST RATES

Bond yields normally rise in an economic recovery; however, Fed asset purchases should prevent long-term 
interest rates from rising too much.

THE DOLLAR The trade deficit widened during the pandemic and in the initial recovery, putting some downward pressure 
on the dollar. While Fed tightening is far off, we may see an increase sooner, a positive for the dollar.

Economic Snapshot
The US economic recovery should remain strong as the pandemic recedes, with a shift in consumer 
spending (from goods to services). Job growth should be robust, but the usual labor market frictions will 
be amplified by the speed of recovery. Higher inflation should be transitory, moderating as supply 
bottlenecks clear up, but pressures could be more severe and last longer, possibly leading to a sustained 
increase in inflation expectations. The Fed is not expected to raise short-term interest rates for some 
time, but is likely to taper the monthly pace of asset purchases later this year or in early 2022.

DR. SCOTT BROWN 
Chief Economist
DR. SCOTT BROWN 
Chief Economist
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SECTOR
S&P 
WEIGHT COMMENTARY
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CONSUMER 
DISCRETIONARY 12.3%

We remain Overweight in the Consumer Discretionary sector with a bias toward the equal-weight index (or ‘average stock’). 
We view the consumer as being in good shape with still elevated savings rates, low interest rates, and a jobs recovery ahead. 
The sector stands to benefit from this pent-up demand in the reopening (supported by unprecedented amounts of stimulus). 

FINANCIALS 11.2%
We remain Overweight the Financials. Strong balance sheets and favorable credit trends, along with the likelihood for higher 
interest rates and loan growth as the economy rebounds, support fundamental momentum within the sector. Additionally, 
valuation is attractive with relative P/E and P/Book multiples at the low end of their historical ranges. A moderation in the rise of 
interest rates lately has corresponded with consolidations for many stocks in the sector, which we view as a buying opportunity.  

COMMUNICATION 
SERVICES 11.2%

We continue to favor the Communications Services sector. We appreciate the sector’s mix of structural growth along with 
leverage to the economic recovery. Increased connectivity needs/uses in today's environment along with the 5G rollout are 
fundamental tailwinds, while relative valuation remains attractive (at the low end of its historical range).  

INDUSTRIALS 8.5%
We remain Overweight the Industrials. Robust demand in the economic recovery has been unable to be matched by supply. 
This supply/demand imbalance is leading to pricing power for the sector, and very low inventories will need to be replenished 
as supply chains unknot over time. The result is fundamental momentum that should also catch a boost from infrastructure 
stimulus (currently being negotiated in Congress).  

ENERGY 2.8%
We recently upgraded Energy to Overweight. The rebound in oil prices – over $70/barrel currently and up 50% since the 
year began – is a boon for Energy companies. Also, the industry's disciplined approach to production and capital spending 
is resulting in shareholder-friendly uses for substantial free cash flow growth. Additionally, following over a decade of 
underperformance, the sector represents less than 3% of the S&P 500 (still near record lows).

EQ
UA

L 
W

EI
GH

T

INFORMATION 
 TECHNOLOGY 27.2%

We recently downgraded the Technology sector to Equal Weight. Fundamentals remain strong and there is no questioning 
the acceleration of secular growth trends created by the ‘stay-at-home’ environment. However, valuation had reached lofty 
levels and as interest rates have risen, the sector has acted as a ‘source of capital’ for the rotation into other areas. We believe 
this dynamic likely continues for now, and do not believe Technology is ready to regain market leadership yet.  

HEALTH CARE 13.1%
We maintain our Equal Weight recommendation for Health Care. The ‘defensive’ sector offers attractive valuation and 
consistent earnings growth, but an unfavorable political environment (drug pricing) and more attractive fundamental 
momentum in other sectors serve as offsets.  

MATERIALS 2.6%
The Materials sector is a beneficiary of global stimulus, the manufacturing recovery, and infrastructure spending in the 
US. Despite strong gains, relative valuation remains reasonable in our view. However, the US dollar remains a significant 
influence and has bounced sharply from its lows following the recent FOMC announcement. We remain Equal Weight, as the 
sector moderates its rate of ascent and these cross-currents play out.

REAL ESTATE 2.6%
We recently upgraded Real Estate to Equal Weight. We could no longer ignore the positive relative price strength of the 
sector now that earnings revisions are gaining positive momentum (and relative valuation was at 15-year lows). With many 
subsectors of real estate set to benefit from the economic reopening, our previous Underweight recommendation no longer 
seemed justified. 

U
N

DE
RW

EI
GH

T

CONSUMER 
STAPLES 5.9%

We maintain our Underweight recommendation to Consumer Staples. As the world reopens, the more cyclically-oriented 
sectors will post robust earnings growth, while earnings growth for the defensive Consumer Staples sector should remain in 
the single digits. Additionally, many companies in this sector may feel margin pressures as they cannot raise prices rapidly 
enough to offset the higher costs. 

UTILITIES 2.5% We remain Underweight Utilities. The slow growth, defensive sector is likely to underperform in our view as the economic 
environment recovers and interest rates grind higher.  

Sector Snapshot

This report is intended to highlight the dynamics underlying the 
11 S&P 500 sectors, with a goal of providing a timely assessment 
to be used in developing your personal portfolio strategy. Our 
time horizon for the sector weightings is not meant to be short-
term oriented. Our goal is to look for trends that can be 
sustainable for several quarters; yet given the dynamic nature 
of financial markets, our opinion could change as market condi-
tions dictate. 

Most investors should seek diversity to balance risk versus reward. 
For this reason, even the least-favored sectors may be appropriate 
for portfolios seeking a more balanced equity allocation. Those 
investors seeking a more aggressive investment style may choose 
to overweight the preferred sectors and entirely avoid the least 
favored sectors. Investors should consult their financial advisors to 

formulate a strategy custom-
ized to their preferences, 
needs, and goals.

These recommendations will be displayed as such:

Overweight: favored areas to look for ideas, as we expect 
relative outperformance

Equal Weight: expect in-line relative performance

Underweight: unattractive expectations relative to the other 
sectors; exposure might be needed for diversification

For a complete discussion of the sectors, please ask your finan-
cial advisor for a copy of Portfolio Strategy: Sector Analysis.

J. MICHAEL GIBBS 
Managing Director of Equity 
Portfolio & Technical Strategy
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DISCLOSURE
All expressions of opinion reflect the judgment of the author and are subject to change. 
Past performance may not be indicative of future results. There is no assurance any of 
the trends mentioned will continue or forecasts will occur. The performance men-
tioned does not include fees and charges which would reduce an investor’s return. 
Dividends are not guaranteed and will fluctuate. Investing involves risk including the 
possible loss of capital. Asset allocation and diversification do not guarantee a profit 
nor protect against loss. Investing in certain sectors may involve additional risks and 
may not be appropriate for all investors. 

International investing involves special risks, including currency fluctuations, different 
financial accounting standards, and possible political and economic volatility. 
Investing in emerging and frontier markets can be riskier than investing in well-estab-
lished foreign markets.

Investing in small- and mid-cap stocks generally involves greater risks, and therefore, 
may not be appropriate for every investor.

There is an inverse relationship between interest rate movements and fixed income 
prices. Generally, when interest rates rise, fixed income prices fall and when interest 
rates fall, fixed income prices rise.

US government bonds and Treasury bills are guaranteed by the US government and, if 
held to maturity, offer a fixed rate of return and guaranteed principal value. US govern-
ment bonds are issued and guaranteed as to the timely payment of principal and 
interest by the federal government. Treasury bills are certificates reflecting short-term 
obligations of the US government.

While interest on municipal bonds is generally exempt from federal income tax, they may 
be subject to the federal alternative minimum tax, or state or local taxes. In addition, cer-
tain municipal bonds (such as Build America Bonds) are issued without a federal tax 
exemption, which subjects the related interest income to federal income tax. Municipal 
bonds may be subject to capital gains taxes if sold or redeemed at a profit. 

If bonds are sold prior to maturity, the proceeds may be more or less than original cost. 
A credit rating of a security is not a recommendation to buy, sell or hold securities and 
may be subject to review, revisions, suspension, reduction or withdrawal at any time 
by the assigning rating agency.

Commodities and currencies are generally considered speculative because of the sig-
nificant potential for investment loss. They are volatile investments and should only 

form a small part of a diversified portfolio. Markets for precious metals and other com-
modities are likely to be volatile and there may be sharp price fluctuations even during 
periods when prices overall are rising.

Investing in REITs can be subject to declines in the value of real estate. Economic condi-
tions, property taxes, tax laws and interest rates all present potential risks to real estate 
investments. 

High-yield bonds are not suitable for all investors. The risk of default may increase due 
to changes in the issuer’s credit quality. Price changes may occur due to changes in 
interest rates and the liquidity of the bond. When appropriate, these bonds should only 
comprise a modest portion of your portfolio.

Beta compares volatility of a security with an index. Alpha is a measure of performance 
on a risk-adjusted basis.

The process of rebalancing may result in tax consequences.

Alternative investments involve specific risks that may be greater than those associ-
ated with traditional investments and may be offered only to clients who meet specific 
suitability requirements, including minimum net worth tests. Investors should con-
sider the special risks with alternative investments including limited liquidity, tax 
considerations, incentive fee structures, potentially speculative investment strategies, 
and different regulatory and reporting requirements. Investors should only invest in 
hedge funds, managed futures, distressed credit or other similar strategies if they do 
not require a liquid investment and can bear the risk of substantial losses. There can be 
no assurance that any investment will meet its performance objectives or that substan-
tial losses will be avoided.

The companies engaged in business related to a specific sector are subject to fierce 
competition and their products and services may be subject to rapid obsolescence. 

The indexes are unmanaged and an investment cannot be made directly into them. 
The Dow Jones Industrial Average is an unmanaged index of 30 widely held securities. 
The NASDAQ Composite Index is an unmanaged index of all stocks traded on the 
NASDAQ over-the-counter market. The S&P 500 is an unmanaged index of 500 widely 
held securities. The Bloomberg Barclays U.S. Aggregate Bond Index contains approxi-
mately 8,200 fixed income issues and represents 43% of the total U.S. bond market. 

The VIX is the Chicago Board Options Exchange (CBOE) Volatility Index, which shows 
the market’s expectation of 30-day volatility.

Certified Financial Planner Board of Standards Inc. owns the certification marks CFP®, Certified Financial Planner™, CFP® (with plaque design) and CFP® (with flame design) in the 
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Gross of Fees

Fiscal Year Ends: September

Market Value
($)

% of
Portfolio

1 Mo
(%)

QTD
(%)

Fiscal
YTD
(%)

1 Yr
(%)

3 Yrs
(%)

5 Yrs
(%)

7 Yrs
(%)

10 Yrs
(%)

Inception
(%)

Inception
Date

_

Total Fund 319,877,349 100.00 0.55 5.82 20.28 27.56 9.32 10.17 7.06 8.43 8.21 Sep-94

Policy Index   0.98 5.51 24.36 30.98 10.08 10.31 7.06 8.54 8.30  

6.7% Total Return Index   0.54 1.63 4.98 6.70 6.70 6.70 6.70 6.70 6.70  

Large Cap Growth 37,713,890 11.79          

Loomis, Sayles & Company 37,713,890 11.79 3.99 10.66 23.84 37.10 23.95 -- -- -- 24.12 Apr-18

Russell 1000 Growth   6.27 11.93 25.86 42.50 25.14 -- -- -- 25.84  

Large Cap Value 41,023,404 12.82          

Aristotle Capital Management 41,023,404 12.82 1.13 6.29 35.56 46.37 17.66 17.57 14.17 -- 14.47 May-14

Russell 1000 Value   -1.15 5.21 36.07 43.68 12.42 11.87 9.41 -- 9.70  

Large Cap Core 30,122,552 9.42          

Atalanta Sosnoff Capital, LLC 30,122,552 9.42 2.67 8.95 27.46 40.59 -- -- -- -- 21.38 Feb-20

S&P 500   2.33 8.55 29.25 40.79 -- -- -- -- 24.57  

Small Cap Core 34,909,194 10.91          

Kayne Anderson Rudnick 34,909,194 10.91 -0.51 2.93 26.49 37.85 -- -- -- -- 37.85 Jul-20

Russell 2000   1.94 4.29 54.41 62.02 -- -- -- -- 62.02  

International Equity 74,250,250 23.21          

Lazard Asset Management 35,627,170 11.14 -6.91 3.88 20.87 30.83 7.26 8.91 5.40 -- 5.51 May-14

MSCI EAFE   -1.13 5.17 26.29 32.35 8.27 10.28 4.96 -- 5.04  

WCM Investment Management 38,623,080 12.07 2.09 10.60 30.37 -- -- -- -- -- 33.12 Aug-20

MSCI ACWI ex USA   -0.65 5.48 27.73 -- -- -- -- -- 29.93  

Republic of Palau - COFA Trust Fund

Total Fund
Total Fund Performance As of June 30, 2021



Market Value
($)

% of
Portfolio

1 Mo
(%)

QTD
(%)

Fiscal
YTD
(%)

1 Yr
(%)

3 Yrs
(%)

5 Yrs
(%)

7 Yrs
(%)

10 Yrs
(%)

Inception
(%)

Inception
Date

_

Fixed Income 46,948,148 14.68          

Bank of Hawaii 18,222,878 5.70 0.88 1.70 -1.06 -0.25 5.09 2.99 3.27 3.45 4.21 Sep-08

BBgBarc US Aggregate TR   0.70 1.83 -0.95 -0.33 5.34 3.03 3.28 3.39 4.21  

Garcia Hamilton Associates 18,146,540 5.67 -0.10 0.38 -0.80 -0.19 4.16 2.70 2.99 -- 2.97 May-14

BBgBarc US Govt/Credit Int TR   0.08 0.98 -0.42 0.19 4.70 2.63 2.73 -- 2.69  

Chartwell Investment Partners 10,578,730 3.31 0.24 1.68 7.98 12.58 7.23 6.53 5.22 -- 5.31 May-14

ICE BofA BB-B US High Yield Cash Pay TR   1.32 2.59 8.74 13.47 7.49 7.06 5.40 -- 5.45  

Global Fixed Income 7,503,676 2.35          

BlackRock iShares 7,503,676 2.35 0.57 0.44 -0.70 -0.05 -- -- -- -- -0.05 Jul-20

FTSE WGBI ex US Hedged TR   0.42 0.07 -1.45 -0.45 -- -- -- -- -0.45  

Convertible Bonds 16,404,118 5.13          

SSI Investment Management 16,404,118 5.13 2.56 3.19 29.81 47.74 23.60 -- -- -- 22.51 Apr-18

ICE BofA All US Convertibles TR   3.05 3.92 27.93 45.75 21.97 -- -- -- 21.66  

Global Infrastructure 5,422,658 1.70          

Lazard Asset Management 5,422,658 1.70 0.22 4.85 14.02 12.17 -- -- -- -- 24.92 Mar-20

MSCI World Infrastructure USD Net   -2.03 0.67 14.24 17.49 -- -- -- -- 7.34  

Real Estate 14,958,477 4.68          

Adelante Capital Management, LLC 13,981,083 4.37 3.32 13.25 35.17 36.84 12.37 8.46 9.38 -- 9.43 May-14

Wilshire REIT   3.06 12.85 35.83 37.54 10.06 6.36 8.40 -- 8.45  

Morgan Stanley AIP 977,394 0.31 0.00 22.20 2.90 2.90 4.28 5.93 -- -- 5.49 Jul-14

FTSE EPRA/NAREIT Developed TR USD (as of 10/31/20)   0.00 8.45 4.88 7.32 -0.48 1.25 -- -- 2.65  

Private Equity 9,692,114 3.03          

AIP Private Market Fund VI 9,692,114 3.03 0.00 -0.33 -0.33 4.96 10.56 9.95 5.70 -- 5.70 Jun-14

MSCI World (as of 9/30/20)   0.00 1.44 1.44 9.48 6.18 9.47 6.46 -- 6.46  

Republic of Palau - COFA Trust Fund

Total Fund
Total Fund Performance As of June 30, 2021



Republic of Palau - COFA Trust Fund

Total Fund
Total Fund Performance As of June 30, 2021

Market Value
($)

% of
Portfolio

1 Mo
(%)

QTD
(%)

Fiscal
YTD
(%)

1 Yr
(%)

3 Yrs
(%)

5 Yrs
(%)

7 Yrs
(%)

10 Yrs
(%)

Inception
(%)

Inception
Date

_

Cash 928,869 0.29          

Cash Account 928,869 0.29 0.00 0.00 0.01 0.01 0.81 0.72 -- -- 0.78 Dec-15

FTSE T-Bill 3 Months TR   0.00 0.01 0.05 0.08 1.31 1.14 -- -- 1.06  
XXXXX

 
- Policy Index = 8.5% BBgBarc US Aggregate TR / 7.5% BBgBarc US Govt/Credit Int TR / 10% Russell 1000 Growth / 10% Russell 1000 Value / 10% Russell 2000 / 8% S&P 500 / 3% MSCI World / 3% FTSE EPRA/NAREIT Developed TR USD /
13% MSCI EAFE / 3% ICE BofA BB-B US High Yield Cash Pay TR / 3% Wilshire REIT / 3% ICE BofA All US Convertibles TR / 3% MSCI World Infrastructure USD Net / 3% FTSE WGBI ex US Hedged TR / 12% MSCI ACWI ex USA
- 6.7% Total Return Index = Target Return 6.7%
- FTSE EPRA/NAREIT Developed TR USD (as of 10/31/20) = 100% FTSE EPRA/NAREIT Developed TR USD
- MSCI World (as of 9/30/20) = 100% MSCI World



Republic of Palau - COFA Trust Fund

Total Fund
Total Fund Performance As of June 30, 2021

Net of Fees

Fiscal Year Ends: September

Market Value
($)

% of
Portfolio

1 Mo
(%)

QTD
(%)

Fiscal
YTD
(%)

1 Yr
(%)

3 Yrs
(%)

5 Yrs
(%)

7 Yrs
(%)

10 Yrs
(%)

Inception
(%)

Inception
Date

_

Total Fund 319,877,349 100.00 0.54 5.68 19.87 26.96 8.78 9.59 6.48 7.81 7.57 Sep-94

Policy Index   0.98 5.51 24.36 30.98 10.08 10.31 7.06 8.54 8.30  

6.7% Total Return Index   0.54 1.63 4.98 6.70 6.70 6.70 6.70 6.70 6.70  

Large Cap Growth 37,713,890 11.79          

Loomis, Sayles & Company 37,713,890 11.79 3.99 10.51 23.32 36.34 23.27 -- -- -- 23.37 Apr-18

Russell 1000 Growth   6.27 11.93 25.86 42.50 25.14 -- -- -- 25.84  

Large Cap Value 41,023,404 12.82          

Aristotle Capital Management 41,023,404 12.82 1.13 6.04 35.07 45.66 17.03 16.92 13.65 -- 13.96 May-14

Russell 1000 Value   -1.15 5.21 36.07 43.68 12.42 11.87 9.41 -- 9.70  

Large Cap Core 30,122,552 9.42          

Atalanta Sosnoff Capital, LLC 30,122,552 9.42 2.58 8.83 27.04 39.98 -- -- -- -- 20.86 Feb-20

S&P 500   2.33 8.55 29.25 40.79 -- -- -- -- 24.57  

Small Cap Core 34,909,194 10.91          

Kayne Anderson Rudnick 34,909,194 10.91 -0.51 2.79 25.97 37.10 -- -- -- -- 37.10 Jul-20

Russell 2000   1.94 4.29 54.41 62.02 -- -- -- -- 62.02  

International Equity 74,250,250 23.21          

Lazard Asset Management 35,627,170 11.14 -6.91 3.74 20.35 30.10 6.66 8.29 4.91 -- 5.02 May-14

MSCI EAFE   -1.13 5.17 26.29 32.35 8.27 10.28 4.96 -- 5.04  

WCM Investment Management 38,623,080 12.07 2.09 10.45 29.84 -- -- -- -- -- 32.50 Aug-20

MSCI ACWI ex USA   -0.65 5.48 27.73 -- -- -- -- -- 29.93  



Republic of Palau - COFA Trust Fund

Total Fund
Total Fund Performance As of June 30, 2021

Market Value
($)

% of
Portfolio

1 Mo
(%)

QTD
(%)

Fiscal
YTD
(%)

1 Yr
(%)

3 Yrs
(%)

5 Yrs
(%)

7 Yrs
(%)

10 Yrs
(%)

Inception
(%)

Inception
Date

_

Fixed Income 46,948,148 14.68          

Bank of Hawaii 18,222,878 5.70 0.88 1.59 -1.25 -0.50 4.82 2.71 3.03 3.29 4.08 Sep-08

BBgBarc US Aggregate TR   0.70 1.83 -0.95 -0.33 5.34 3.03 3.28 3.39 4.21  

Garcia Hamilton Associates 18,146,540 5.67 -0.10 0.30 -1.04 -0.51 3.84 2.37 2.72 -- 2.69 May-14

BBgBarc US Govt/Credit Int TR   0.08 0.98 -0.42 0.19 4.70 2.63 2.73 -- 2.69  

Chartwell Investment Partners 10,578,730 3.31 0.24 1.53 7.52 11.95 6.64 5.93 4.73 -- 4.83 May-14

ICE BofA BB-B US High Yield Cash Pay TR   1.32 2.59 8.74 13.47 7.49 7.06 5.40 -- 5.45  

Global Fixed Income 7,503,676 2.35          

BlackRock iShares 7,503,676 2.35 0.57 0.42 -0.75 -0.11 -- -- -- -- -0.11 Jul-20

FTSE WGBI ex US Hedged TR   0.42 0.07 -1.45 -0.45 -- -- -- -- -0.45  

Convertible Bonds 16,404,118 5.13          

SSI Investment Management 16,404,118 5.13 2.56 2.99 29.10 46.68 22.77 -- -- -- 21.74 Apr-18

ICE BofA All US Convertibles TR   3.05 3.92 27.93 45.75 21.97 -- -- -- 21.66  

Global Infrastructure 5,422,658 1.70          

Lazard Asset Management 5,422,658 1.70 0.22 4.83 13.96 12.09 -- -- -- -- 24.84 Mar-20

MSCI World Infrastructure USD Net   -2.03 0.67 14.24 17.49 -- -- -- -- 7.34  

Real Estate 14,958,477 4.68          

Adelante Capital Management, LLC 13,981,083 4.37 3.32 13.11 34.63 36.10 11.76 7.86 8.89 -- 8.95 May-14

Wilshire REIT   3.06 12.85 35.83 37.54 10.06 6.36 8.40 -- 8.45  

Morgan Stanley AIP 977,394 0.31 0.00 22.07 2.79 2.78 4.18 5.84 -- -- 5.41 Jul-14

FTSE EPRA/NAREIT Developed TR USD (as of 10/31/20)   0.00 8.45 4.88 7.32 -0.48 1.25 -- -- 2.65  

Private Equity 9,692,114 3.03          

AIP Private Market Fund VI 9,692,114 3.03 0.00 -0.38 -0.38 4.89 10.49 9.87 5.64 -- 5.64 Jun-14

MSCI World (as of 9/30/20)   0.00 1.44 1.44 9.48 6.18 9.47 6.46 -- 6.46  



Republic of Palau - COFA Trust Fund

Total Fund
Total Fund Performance As of June 30, 2021

Market Value
($)

% of
Portfolio

1 Mo
(%)

QTD
(%)

Fiscal
YTD
(%)

1 Yr
(%)

3 Yrs
(%)

5 Yrs
(%)

7 Yrs
(%)

10 Yrs
(%)

Inception
(%)

Inception
Date

_

Cash 928,869 0.29          

Cash Account 928,869 0.29 0.00 0.00 0.01 0.01 0.81 0.72 -- -- 0.78 Dec-15

FTSE T-Bill 3 Months TR   0.00 0.01 0.05 0.08 1.31 1.14 -- -- 1.06  
XXXXX

 
- Policy Index = 8.5% BBgBarc US Aggregate TR / 7.5% BBgBarc US Govt/Credit Int TR / 10% Russell 1000 Growth / 10% Russell 1000 Value / 10% Russell 2000 / 8% S&P 500 / 3% MSCI World / 3% FTSE EPRA/NAREIT Developed TR USD /
13% MSCI EAFE / 3% ICE BofA BB-B US High Yield Cash Pay TR / 3% Wilshire REIT / 3% ICE BofA All US Convertibles TR / 3% MSCI World Infrastructure USD Net / 3% FTSE WGBI ex US Hedged TR / 12% MSCI ACWI ex USA
- 6.7% Total Return Index = Target Return 6.7%
- FTSE EPRA/NAREIT Developed TR USD (as of 10/31/20) = 100% FTSE EPRA/NAREIT Developed TR USD
- MSCI World (as of 9/30/20) = 100% MSCI World



Summary Of Cash Flows
  Last Month Fiscal Year-To-Date One Year Three Years Five Years Seven Years Ten Years Inception 

9/30/94
_

Beginning Market Value $318,168,941 $275,603,569 $260,517,829 $224,398,909 $191,239,701 $205,537,765 $163,125,962 $66,000,000
Contributions $0 $0 $0 $65,250,000 $65,250,000 $65,250,000 $67,250,000 $71,250,000
Withdrawals $0 -$5,000,000 -$5,000,000 -$37,000,000 -$46,000,000 -$55,000,000 -$71,000,000 -$121,000,000
Fees -$27,683 -$1,033,346 -$1,350,809 -$3,961,618 -$6,395,936 -$8,749,573 -$12,018,219 -$14,511,708
Net Cash Flow $0 -$5,000,000 -$5,000,000 $28,250,000 $19,250,000 $10,250,000 -$3,750,000 -$49,750,000
Net Investment Change $1,708,408 $49,273,780 $64,359,519 $67,228,440 $109,387,648 $104,089,584 $160,501,387 $303,627,349
Ending Market Value $319,877,349 $319,877,349 $319,877,349 $319,877,349 $319,877,349 $319,877,349 $319,877,349 $319,877,349

_

Republic of Palau - COFA Trust Fund

Total Fund
Total Fund Information As of June 30, 2021



Republic of Palau - COFA Trust Fund

Total Fund
Total Fund Allocation As of June 30, 2021

Allocation vs. Targets and Policy
Current

Balance
Current

Allocation Target Difference Target Range Within IPS
Range?

_

Large Cap Growth $37,713,890 11.8% 10.0% $5,726,155 5.0% - 15.0% Yes
Large Cap Value $41,023,404 12.8% 10.0% $9,035,669 5.0% - 15.0% Yes
Large Cap Core $30,122,552 9.4% 8.0% $4,532,364 5.0% - 15.0% Yes
Small Cap Core $34,909,194 10.9% 10.0% $2,921,459 5.0% - 20.0% Yes
International Equity $74,250,250 23.2% 25.0% -$5,719,087 15.0% - 35.0% Yes
Fixed Income $46,948,148 14.7% 16.0% -$4,232,228 10.0% - 25.0% Yes
Global Fixed Income $7,503,676 2.3% 3.0% -$2,092,644 1.0% - 10.0% Yes
Convertible Bonds $16,404,118 5.1% 3.0% $6,807,797 1.0% - 10.0% Yes
Global Infrastructure $5,422,658 1.7% 3.0% -$4,173,663 1.0% - 10.0% Yes
Real Estate $14,958,477 4.7% 6.0% -$4,234,164 1.0% - 10.0% Yes
Private Equity $9,692,114 3.0% 6.0% -$9,500,527 3.0% - 15.0% Yes
Cash $928,869 0.3% 0.0% $928,869 0.0% - 5.0% Yes
Total $319,877,349 100.0% 100.0%



Republic of Palau - COFA Trust Fund

Total Fund
Total Fund Allocation History As of June 30, 2021



Republic of Palau - COFA Trust Fund

Total Fund
Total Fund Performance As of June 30, 2021

Summary of Cash Flows
  Last Month Fiscal Year-To-Date One Year Three Years Five Years Seven Years Ten Years Inception 

9/30/94
_

Beginning Market Value $318,168,941 $275,603,569 $260,517,829 $224,398,909 $191,239,701 $205,537,765 $163,125,962 $66,000,000
Contributions $0 $0 $0 $65,250,000 $65,250,000 $65,250,000 $67,250,000 $71,250,000
Withdrawals $0 -$5,000,000 -$5,000,000 -$37,000,000 -$46,000,000 -$55,000,000 -$71,000,000 -$121,000,000
Fees -$27,683 -$1,033,346 -$1,350,809 -$3,961,618 -$6,395,936 -$8,749,573 -$12,018,219 -$14,511,708
Net Cash Flow $0 -$5,000,000 -$5,000,000 $28,250,000 $19,250,000 $10,250,000 -$3,750,000 -$49,750,000
Net Investment Change $1,708,408 $49,273,780 $64,359,519 $67,228,440 $109,387,648 $104,089,584 $160,501,387 $303,627,349
Ending Market Value $319,877,349 $319,877,349 $319,877,349 $319,877,349 $319,877,349 $319,877,349 $319,877,349 $319,877,349

_



Republic of Palau - COFA Trust Fund

Total Fund
Total Fund Attribution Analysis As of June 30, 2021

Attribution Summary
Wtd. Actual

Return
Wtd. Index

Return
Excess
Return

Selection
Effect

Allocation
Effect

Interaction
Effects

Total
Effects

Aristotle Capital
Management 10.2% 11.3% -1.1% -0.1% 0.2% 0.0% 0.0%

Atalanta Sosnoff Capital,
LLC 4.6% 6.2% -1.6% -0.1% 0.0% 0.0% -0.1%

Loomis, Sayles & Company 2.9% 0.9% 2.0% 0.2% 0.0% 0.0% 0.2%
Kayne Anderson Rudnick 5.9% 12.7% -6.8% -0.7% 0.1% 0.0% -0.6%
Lazard Asset Management 1.4% 3.5% -2.0% -0.2% 0.0% 0.0% -0.2%
WCM Investment
Management 0.9% 3.5% -2.6% -0.2% 0.0% -0.1% -0.3%

Bank of Hawaii -3.2% -3.4% 0.2% 0.0% 0.2% 0.0% 0.2%
Garcia Hamilton Associates -1.9% -1.9% 0.0% 0.0% 0.1% 0.0% 0.1%
Chartwell Investment
Partners 1.0% 0.3% 0.7% 0.0% 0.0% 0.0% 0.0%

BlackRock iShares -2.4% -2.4% 0.0% 0.0% 0.0% 0.0% 0.0%
Lazard Asset Management 3.5% 3.4% 0.2% 0.0% 0.0% 0.0% 0.0%
Adelante Capital
Management, LLC 8.2% 8.8% -0.6% 0.0% 0.0% 0.0% 0.0%

Morgan Stanley AIP 0.0% 0.0% 0.0% 0.0% 0.1% 0.0% 0.1%
AIP Private Market Fund VI 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
SSI Investment
Management 2.7% 2.9% -0.1% 0.0% 0.0% 0.0% 0.0%

Cash Account 0.0% 0.0% 0.0% -- -- -- --
Total 3.0% 3.5% -0.6% -1.1% 0.5% -0.2% -0.7%



Republic of Palau - COFA Trust Fund

Total Fund
Total Fund Risk/Return As of June 30, 2021



Republic of Palau - COFA Trust Fund

Total Fund
Total Fund Risk/Return As of June 30, 2021



5 Year Risk Statistics

 Annualized
Return (%)

Annualized
Standard
Deviation

Annualized
Alpha (%) Beta R-Squared Tracking Error

Up Market
Capture Ratio

(%)

Down Market
Capture Ratio

(%)
Sharpe Ratio Information

Ratio
_

Total Fund 10.17 11.37 0.64 0.92 0.98 1.79 94.53 95.66 0.80 -0.08
     Policy Index 10.31 12.19 0.00 1.00 1.00 0.00 100.00 100.00 0.76 --
Aristotle Capital Management 17.57 15.62 6.43 0.94 0.95 3.78 111.28 83.04 1.05 1.50
     Russell 1000 Value 11.87 16.20 0.00 1.00 1.00 0.00 100.00 100.00 0.66 --
Lazard Asset Management 8.91 15.69 -1.58 1.02 0.91 4.71 100.51 105.90 0.50 -0.29
     MSCI EAFE 10.28 14.66 0.00 1.00 1.00 0.00 100.00 100.00 0.63 --
Bank of Hawaii 2.99 3.20 0.07 0.97 0.96 0.62 97.07 96.17 0.59 -0.05
     BBgBarc US Aggregate TR 3.03 3.25 0.00 1.00 1.00 0.00 100.00 100.00 0.59 --
Garcia Hamilton Associates 2.70 2.32 0.26 0.93 0.82 0.99 95.33 86.39 0.69 0.07
     BBgBarc US Govt/Credit Int TR 2.63 2.27 0.00 1.00 1.00 0.00 100.00 100.00 0.67 --
Chartwell Investment Partners 6.53 7.12 -0.29 0.97 0.91 2.20 90.41 92.85 0.76 -0.24
     ICE BofA BB-B US High Yield Cash
Pay TR 7.06 7.01 0.00 1.00 1.00 0.00 100.00 100.00 0.85 --

Adelante Capital Management, LLC 8.46 15.09 2.64 0.92 0.98 2.40 95.57 89.49 0.49 0.88
     Wilshire REIT 6.36 16.34 0.00 1.00 1.00 0.00 100.00 100.00 0.32 --
Morgan Stanley AIP 5.93 14.46 5.75 0.15 0.02 19.19 39.05 20.33 0.33 0.24
     FTSE EPRA/NAREIT Developed TR
USD (as of 10/31/20) 1.25 14.98 0.00 1.00 1.00 0.00 100.00 100.00 0.01 --

AIP Private Market Fund VI 9.95 7.66 8.36 0.17 0.09 13.31 28.28 -12.75 1.15 0.04
     MSCI World (as of 9/30/20) 9.47 13.36 0.00 1.00 1.00 0.00 100.00 100.00 0.63 --
Cash Account 0.72 0.30 -0.09 0.71 0.34 0.26 62.70 -- -1.29 -1.64
     FTSE T-Bill 3 Months TR 1.14 0.25 0.00 1.00 1.00 0.00 100.00 -- 0.12 --

XXXXX

Republic of Palau - COFA Trust Fund

Total Fund
Total Fund Risk Statistics As of June 30, 2021



Summary Of Cash Flows
  Last Month Fiscal Year-To-Date One Year Three Years Five Years Seven Years Inception 

5/31/14
_

Beginning Market Value $40,566,360 $24,606,214 $22,818,451 $22,590,780 $21,791,000 $16,762,578 $16,238,590
Contributions $0 $5,754,895 $5,754,895 $6,039,895 $6,039,895 $10,539,861 $10,569,716
Withdrawals $0 -$9,350 -$9,350 -$2,517,850 -$8,835,867 -$10,376,963 -$10,376,963
Fees $0 -$134,840 -$167,298 -$428,261 -$700,112 -$790,095 -$790,095
Net Cash Flow $0 $5,745,545 $5,745,545 $3,522,045 -$2,795,972 $162,898 $192,753
Net Investment Change $457,044 $10,671,645 $12,459,408 $14,910,579 $22,028,376 $24,097,928 $24,592,061
Ending Market Value $41,023,404 $41,023,404 $41,023,404 $41,023,404 $41,023,404 $41,023,404 $41,023,404

_

Since Inception Risk/Return Statistics
Aristotle Capital Management Russell 1000 Value

RETURN SUMMARY STATISTICS
Number of Periods 85 85
Maximum Return 12.89 13.45
Minimum Return -15.33 -17.09
Annualized Return 14.47 9.70
Total Return 160.50 92.61
Annualized Excess Return Over Risk Free 13.67 8.89
Annualized Excess Return 4.78 0.00
 
RISK SUMMARY STATISTICS
Beta 0.96 1.00
Upside Deviation 9.30 9.34
Downside Deviation 12.21 12.65
 
RISK/RETURN SUMMARY STATISTICS
Annualized Standard Deviation 14.82 14.97
Alpha 0.39 0.00
Sharpe Ratio 0.92 0.59
Excess Return Over Market / Risk 0.32 0.00
Tracking Error 3.74 0.00
Information Ratio 1.28 --
 
CORRELATION STATISTICS
R-Squared 0.94 1.00
Correlation 0.97 1.00

Account Information
Account Name Aristotle Capital Management
Account Structure Separate Account
Investment Style Active
Inception Date 5/31/14
Account Type US Stock Large Cap Value
Benchmark Russell 1000 Value
Universe eV US Large Cap Value Equity Gross

Republic of Palau - COFA Trust Fund

Aristotle Capital Management
As of June 30, 2021



Summary Of Cash Flows
  Last Month Fiscal Year-To-Date One Year Inception 

2/1/20
_

Beginning Market Value $29,366,046 $23,710,604 $21,519,257 $0
Contributions $0 $0 $0 $22,812,648
Withdrawals $0 $0 $0 $0
Fees -$27,683 -$90,447 -$115,755 -$152,676
Net Cash Flow $0 $0 $0 $22,812,648
Net Investment Change $756,505 $6,411,948 $8,603,295 $7,309,904
Ending Market Value $30,122,552 $30,122,552 $30,122,552 $30,122,552

_

Since Inception Risk/Return Statistics
Atalanta Sosnoff Capital, LLC S&P 500

RETURN SUMMARY STATISTICS
Number of Periods 17 17
Maximum Return 12.73 12.82
Minimum Return -12.28 -12.35
Annualized Return 21.38 24.57
Total Return 31.58 36.51
Annualized Excess Return Over Risk Free 21.14 24.33
Annualized Excess Return -3.19 0.00
 
RISK SUMMARY STATISTICS
Beta 1.04 1.00
Upside Deviation 12.23 12.48
Downside Deviation 17.06 16.01
 
RISK/RETURN SUMMARY STATISTICS
Annualized Standard Deviation 23.32 21.95
Alpha -0.28 0.00
Sharpe Ratio 0.91 1.11
Excess Return Over Market / Risk -0.14 0.00
Tracking Error 4.36 0.00
Information Ratio -0.73 --
 
CORRELATION STATISTICS
R-Squared 0.97 1.00
Correlation 0.98 1.00

Account Information
Account Name Atalanta Sosnoff Capital, LLC
Account Structure Separate Account
Investment Style Active
Inception Date 2/01/20
Account Type US Stock Large Cap Core
Benchmark S&P 500
Universe eV US Large Cap Core Equity Gross

Republic of Palau - COFA Trust Fund

Atalanta Sosnoff Capital, LLC
As of June 30, 2021



Since Inception Risk/Return Statistics
Loomis, Sayles & Company Russell 1000 Growth

RETURN SUMMARY STATISTICS
Number of Periods 39 39
Maximum Return 12.65 14.80
Minimum Return -8.36 -9.84
Annualized Return 24.02 25.14
Total Return 101.29 107.26
Annualized Excess Return Over Risk Free 22.77 23.89
Annualized Excess Return -1.12 0.00
 
RISK SUMMARY STATISTICS
Beta 0.87 1.00
Upside Deviation 10.21 12.08
Downside Deviation 10.57 12.60
 
RISK/RETURN SUMMARY STATISTICS
Annualized Standard Deviation 17.16 19.07
Alpha 0.16 0.00
Sharpe Ratio 1.33 1.25
Excess Return Over Market / Risk -0.07 0.00
Tracking Error 5.01 0.00
Information Ratio -0.22 --
 
CORRELATION STATISTICS
R-Squared 0.94 1.00
Correlation 0.97 1.00

Account Information
Account Name Loomis, Sayles & Company
Account Structure Separate Account
Investment Style Active
Inception Date 4/06/18
Account Type US Stock Large Cap Growth
Benchmark Russell 1000 Growth
Universe eV US Large Cap Growth Equity Gross

Summary Of Cash Flows
  Last Month Fiscal Year-To-Date One Year Three Years Inception 

4/6/18
_

Beginning Market Value $36,266,233 $29,436,200 $26,624,894 $18,427,381 $17,446,435
Contributions $0 $1,137,205 $1,137,205 $4,897,205 $4,897,205
Withdrawals $0 -$21,173 -$21,173 -$3,279,808 -$3,279,808
Fees $0 -$137,088 -$175,227 -$434,699 -$457,504
Net Cash Flow $0 $1,116,032 $1,116,032 $1,617,397 $1,617,397
Net Investment Change $1,447,657 $7,161,658 $9,972,964 $17,669,112 $18,650,058
Ending Market Value $37,713,890 $37,713,890 $37,713,890 $37,713,890 $37,713,890

_

Republic of Palau - COFA Trust Fund

Loomis, Sayles & Company
As of June 30, 2021



Account Information
Account Name Kayne Anderson Rudnick
Account Structure Separate Account
Investment Style Active
Inception Date 7/02/20
Account Type US Stock Small Cap Core
Benchmark Russell 2000
Universe eV US Small Cap Core Equity Gross

Since Inception Risk/Return Statistics
Kayne Anderson Rudnick Russell 2000

RETURN SUMMARY STATISTICS
Number of Periods 12 12
Maximum Return 10.81 18.43
Minimum Return -1.28 -3.34
Annualized Return 37.85 62.02
Total Return 37.85 62.02
Annualized Excess Return Over Risk Free 37.80 61.97
Annualized Excess Return -24.17 0.00
 
RISK SUMMARY STATISTICS
Beta 0.52 1.00
Upside Deviation 10.97 17.86
Downside Deviation 1.24 --
 
RISK/RETURN SUMMARY STATISTICS
Annualized Standard Deviation 12.67 18.92
Alpha 0.56 0.00
Sharpe Ratio 2.98 3.27
Excess Return Over Market / Risk -1.91 0.00
Tracking Error 12.04 0.00
Information Ratio -2.01 --
 
CORRELATION STATISTICS
R-Squared 0.61 1.00
Correlation 0.78 1.00

Summary Of Cash Flows
  Last Month Inception 

7/2/20
_

Beginning Market Value $35,088,731 $0
Contributions $0 $25,513,294
Withdrawals $0 $0
Fees $0 -$169,359
Net Cash Flow $0 $25,513,294
Net Investment Change -$179,538 $9,395,900
Ending Market Value $34,909,194 $34,909,194

_

Republic of Palau - COFA Trust Fund

Kayne Anderson Rudnick
As of June 30, 2021



Summary Of Cash Flows
  Last Month Fiscal Year-To-Date One Year Three Years Five Years Seven Years Inception 

5/31/14
_

Beginning Market Value $38,269,924 $29,611,968 $24,349,221 $20,855,236 $16,972,458 $18,317,972 $18,105,284
Contributions $0 $0 $3,362,417 $8,664,417 $8,664,417 $8,664,417 $8,664,417
Withdrawals $0 -$10,986 -$10,986 -$10,986 -$10,986 -$172,680 -$172,680
Fees $0 -$139,752 -$174,631 -$452,114 -$670,383 -$747,154 -$747,154
Net Cash Flow $0 -$10,986 $3,351,431 $8,653,431 $8,653,431 $8,491,737 $8,491,737
Net Investment Change -$2,642,755 $6,026,188 $7,926,518 $6,118,503 $10,001,281 $8,817,461 $9,030,149
Ending Market Value $35,627,170 $35,627,170 $35,627,170 $35,627,170 $35,627,170 $35,627,170 $35,627,170

_

Since Inception Risk/Return Statistics
Lazard Asset Management MSCI EAFE

RETURN SUMMARY STATISTICS
Number of Periods 85 85
Maximum Return 14.96 15.50
Minimum Return -14.72 -13.35
Annualized Return 5.51 5.04
Total Return 46.21 41.67
Annualized Excess Return Over Risk Free 4.70 4.23
Annualized Excess Return 0.47 0.00
 
RISK SUMMARY STATISTICS
Beta 0.97 1.00
Upside Deviation 9.03 8.86
Downside Deviation 10.67 9.79
 
RISK/RETURN SUMMARY STATISTICS
Annualized Standard Deviation 14.61 14.40
Alpha 0.06 0.00
Sharpe Ratio 0.32 0.29
Excess Return Over Market / Risk 0.03 0.00
Tracking Error 4.46 0.00
Information Ratio 0.11 --
 
CORRELATION STATISTICS
R-Squared 0.91 1.00
Correlation 0.95 1.00

Account Information
Account Name Lazard Asset Management
Account Structure Separate Account
Investment Style Active
Inception Date 5/31/14
Account Type International
Benchmark MSCI EAFE
Universe eV EAFE Core Equity Gross

Republic of Palau - COFA Trust Fund

Lazard Asset Management
As of June 30, 2021



Since Inception Risk/Return Statistics
WCM Investment Management MSCI ACWI ex USA

RETURN SUMMARY STATISTICS
Number of Periods 11 11
Maximum Return 11.78 13.45
Minimum Return -1.43 -2.46
Annualized Return 33.12 29.93
Total Return 33.12 29.93
Annualized Excess Return Over Risk Free 33.07 29.88
Annualized Excess Return 3.19 0.00
 
RISK SUMMARY STATISTICS
Beta 0.80 1.00
Upside Deviation 12.44 14.29
Downside Deviation 2.08 3.36
 
RISK/RETURN SUMMARY STATISTICS
Annualized Standard Deviation 12.96 15.31
Alpha 0.69 0.00
Sharpe Ratio 2.55 1.95
Excess Return Over Market / Risk 0.25 0.00
Tracking Error 5.11 0.00
Information Ratio 0.62 --
 
CORRELATION STATISTICS
R-Squared 0.90 1.00
Correlation 0.95 1.00

Summary Of Cash Flows
  Last Month Inception 

8/21/20
_

Beginning Market Value $37,832,327 $0
Contributions $0 $29,879,847
Withdrawals $0 $0
Fees $0 -$155,199
Net Cash Flow $0 $29,879,847
Net Investment Change $790,753 $8,743,233
Ending Market Value $38,623,080 $38,623,080

_

Account Information
Account Name WCM Investment Management
Account Structure Separate Account
Investment Style Active
Inception Date 8/21/20
Account Type International Equity
Benchmark MSCI ACWI ex USA
Universe eV ACWI ex-US Large Cap Growth Eq Net

Republic of Palau - COFA Trust Fund

WCM Investment Management
As of June 30, 2021



Summary Of Cash Flows
  Last Month Fiscal Year-To-Date One Year Three Years Five Years Seven Years Ten Years Inception 

9/30/08
_

Beginning Market Value $18,063,651 $22,079,861 $21,913,817 $17,131,090 $17,268,611 $17,097,294 $28,363,757 $28,015,564
Contributions $0 $517 $517 $2,544,612 $2,544,612 $2,544,612 $4,538,262 $6,032,272
Withdrawals $0 -$3,606,773 -$3,606,773 -$4,406,773 -$4,406,773 -$5,476,258 -$22,062,321 -$28,256,530
Fees $0 -$35,026 -$48,285 -$151,006 -$260,539 -$298,319 -$298,319 -$298,319
Net Cash Flow $0 -$3,606,256 -$3,606,256 -$1,862,161 -$1,862,161 -$2,931,646 -$17,524,059 -$22,224,258
Net Investment Change $159,227 -$250,727 -$84,683 $2,953,949 $2,816,428 $4,057,230 $7,383,180 $12,431,572
Ending Market Value $18,222,878 $18,222,878 $18,222,878 $18,222,878 $18,222,878 $18,222,878 $18,222,878 $18,222,878

_

Account Information
Account Name Bank of Hawaii
Account Structure Separate Account
Investment Style Active
Inception Date 9/30/08
Account Type US Fixed Income
Benchmark BBgBarc US Aggregate TR
Universe eV All US Fixed Inc Gross

Since Inception Risk/Return Statistics
Bank of Hawaii BBgBarc US Aggregate TR

RETURN SUMMARY STATISTICS
Number of Periods 153 153
Maximum Return 4.22 3.73
Minimum Return -2.85 -2.37
Annualized Return 4.21 4.21
Total Return 69.27 69.27
Annualized Excess Return Over Risk Free 3.73 3.73
Annualized Excess Return 0.00 0.00
 
RISK SUMMARY STATISTICS
Beta 0.99 1.00
Upside Deviation 2.50 2.38
Downside Deviation 2.07 1.96
 
RISK/RETURN SUMMARY STATISTICS
Annualized Standard Deviation 3.34 3.31
Alpha 0.00 0.00
Sharpe Ratio 1.11 1.13
Excess Return Over Market / Risk 0.00 0.00
Tracking Error 0.69 0.00
Information Ratio 0.00 --
 
CORRELATION STATISTICS
R-Squared 0.96 1.00
Correlation 0.98 1.00

Republic of Palau - COFA Trust Fund

Bank of Hawaii
As of June 30, 2021



Summary Of Cash Flows
  Last Month Fiscal Year-To-Date One Year Three Years Five Years Seven Years Inception 

5/31/14
_

Beginning Market Value $18,164,387 $21,627,176 $21,511,979 $14,148,117 $14,724,840 $28,269,832 $28,260,790
Contributions $0 $0 $0 $4,964,000 $4,964,000 $4,964,000 $4,964,000
Withdrawals $0 -$3,285,327 -$3,285,327 -$3,285,327 -$3,930,568 -$18,743,419 -$18,745,763
Fees $0 -$45,244 -$62,464 -$180,812 -$274,972 -$326,769 -$326,769
Net Cash Flow $0 -$3,285,327 -$3,285,327 $1,678,673 $1,033,432 -$13,779,419 -$13,781,763
Net Investment Change -$17,847 -$195,309 -$80,112 $2,319,750 $2,388,268 $3,656,127 $3,667,513
Ending Market Value $18,146,540 $18,146,540 $18,146,540 $18,146,540 $18,146,540 $18,146,540 $18,146,540

_

Account Information
Account Name Garcia Hamilton Associates
Account Structure Separate Account
Investment Style Active
Inception Date 5/31/14
Account Type US Fixed Income
Benchmark BBgBarc US Govt/Credit Int TR
Universe eV US Interm Duration Fixed Inc Gross

Since Inception Risk/Return Statistics
Garcia Hamilton Associates BBgBarc US Govt/Credit Int TR

RETURN SUMMARY STATISTICS
Number of Periods 85 85
Maximum Return 2.29 1.77
Minimum Return -1.81 -1.73
Annualized Return 2.97 2.69
Total Return 23.00 20.69
Annualized Excess Return Over Risk Free 2.16 1.88
Annualized Excess Return 0.27 0.00
 
RISK SUMMARY STATISTICS
Beta 0.97 1.00
Upside Deviation 1.85 1.64
Downside Deviation 1.44 1.17
 
RISK/RETURN SUMMARY STATISTICS
Annualized Standard Deviation 2.36 2.22
Alpha 0.03 0.00
Sharpe Ratio 0.92 0.85
Excess Return Over Market / Risk 0.12 0.00
Tracking Error 0.94 0.00
Information Ratio 0.29 --
 
CORRELATION STATISTICS
R-Squared 0.84 1.00
Correlation 0.92 1.00

Republic of Palau - COFA Trust Fund

Garcia Hamilton Associates
As of June 30, 2021



Summary Of Cash Flows
  Last Month Fiscal Year-To-Date One Year Three Years Five Years Seven Years Inception 

5/31/14
_

Beginning Market Value $10,553,569 $9,838,454 $9,449,389 $6,846,633 $6,157,243 $6,057,630 $5,994,911
Contributions $0 $0 $0 $1,924,000 $2,001,906 $2,001,906 $2,001,906
Withdrawals $0 $0 $0 $0 $0 -$39,207 -$39,715
Fees $0 -$43,035 -$56,471 -$154,185 -$230,605 -$255,533 -$255,533
Net Cash Flow $0 $0 $0 $1,924,000 $2,001,906 $1,962,699 $1,962,191
Net Investment Change $25,161 $740,276 $1,129,341 $1,808,097 $2,419,581 $2,558,401 $2,621,628
Ending Market Value $10,578,730 $10,578,730 $10,578,730 $10,578,730 $10,578,730 $10,578,730 $10,578,730

_

Since Inception Risk/Return Statistics

Chartwell Investment Partners ICE BofA BB-B US High Yield
Cash Pay TR

RETURN SUMMARY STATISTICS
Number of Periods 85 85
Maximum Return 4.73 4.86
Minimum Return -12.15 -10.56
Annualized Return 5.31 5.45
Total Return 44.27 45.62
Annualized Excess Return Over Risk Free 4.50 4.64
Annualized Excess Return -0.14 0.00
 
RISK SUMMARY STATISTICS
Beta 0.94 1.00
Upside Deviation 3.56 4.23
Downside Deviation 7.94 6.93
 
RISK/RETURN SUMMARY STATISTICS
Annualized Standard Deviation 6.63 6.76
Alpha 0.02 0.00
Sharpe Ratio 0.68 0.69
Excess Return Over Market / Risk -0.02 0.00
Tracking Error 1.99 0.00
Information Ratio -0.07 --
 
CORRELATION STATISTICS
R-Squared 0.91 1.00
Correlation 0.96 1.00

Account Information
Account Name Chartwell Investment Partners
Account Structure Separate Account
Investment Style Active
Inception Date 5/31/14
Account Type US Fixed Income
Benchmark ICE BofA BB-B US High Yield Cash Pay TR
Universe eV US High Yield Fixed Inc Gross

Republic of Palau - COFA Trust Fund

Chartwell Investment Partners
As of June 30, 2021



Summary Of Cash Flows
  Last Month Inception 

7/1/20
_

Beginning Market Value $7,461,460 $0
Contributions $0 $7,524,451
Withdrawals $0 $0
Fees $0 -$4,711
Net Cash Flow $0 $7,524,451
Net Investment Change $42,216 -$20,775
Ending Market Value $7,503,676 $7,503,676

_

Account Information
Account Name BlackRock iShares
Account Structure Mutual Fund
Investment Style Active
Inception Date 7/01/20
Account Type Global Fixed Income
Benchmark FTSE WGBI ex US Hedged TR
Universe World Bond MStar MF

Since Inception Risk/Return Statistics
BlackRock iShares FTSE WGBI ex US Hedged TR

RETURN SUMMARY STATISTICS
Number of Periods 12 12
Maximum Return 0.72 1.10
Minimum Return -1.68 -2.17
Annualized Return -0.05 -0.45
Total Return -0.05 -0.45
Annualized Excess Return Over Risk Free -0.11 -0.50
Annualized Excess Return 0.40 0.00
 
RISK SUMMARY STATISTICS
Beta 0.73 1.00
Upside Deviation 0.58 1.24
Downside Deviation 2.17 2.72
 
RISK/RETURN SUMMARY STATISTICS
Annualized Standard Deviation 2.42 3.11
Alpha 0.02 0.00
Sharpe Ratio -0.04 -0.16
Excess Return Over Market / Risk 0.16 0.00
Tracking Error 1.16 0.00
Information Ratio 0.34 --
 
CORRELATION STATISTICS
R-Squared 0.89 1.00
Correlation 0.94 1.00

Republic of Palau - COFA Trust Fund

BlackRock iShares
As of June 30, 2021



Since Inception Risk/Return Statistics

Lazard Asset Management MSCI World Infrastructure USD
Net

RETURN SUMMARY STATISTICS
Number of Periods 16 16
Maximum Return 9.14 8.26
Minimum Return -3.41 -13.43
Annualized Return 24.92 7.34
Total Return 34.54 9.90
Annualized Excess Return Over Risk Free 24.77 7.18
Annualized Excess Return 17.59 0.00
 
RISK SUMMARY STATISTICS
Beta 0.04 1.00
Upside Deviation 11.79 9.14
Downside Deviation 4.02 15.20
 
RISK/RETURN SUMMARY STATISTICS
Annualized Standard Deviation 13.24 17.33
Alpha 1.91 0.00
Sharpe Ratio 1.87 0.41
Excess Return Over Market / Risk 1.33 0.00
Tracking Error 21.25 0.00
Information Ratio 0.83 --
 
CORRELATION STATISTICS
R-Squared 0.00 1.00
Correlation 0.05 1.00

Account Information
Account Name Lazard Asset Management
Account Structure Mutual Fund
Investment Style Active
Inception Date 3/01/20
Account Type Infrastructure
Benchmark MSCI World Infrastructure USD Net
Universe Infrastructure Mstar MF

Summary Of Cash Flows
  Last Month Inception 

3/1/20
_

Beginning Market Value $5,410,851 $0
Contributions $0 $4,217,187
Withdrawals $0 $0
Fees $0 -$4,214
Net Cash Flow $0 $4,217,187
Net Investment Change $11,807 $1,205,471
Ending Market Value $5,422,658 $5,422,658

_

Republic of Palau - COFA Trust Fund

Lazard Asset Management
As of June 30, 2021



Summary Of Cash Flows
  Last Month Fiscal Year-To-Date One Year Three Years Five Years Seven Years Inception 

5/31/14
_

Beginning Market Value $13,531,858 $8,778,118 $8,683,396 $7,852,726 $7,510,087 $6,101,688 $6,035,996
Contributions $0 $1,872,249 $1,872,249 $2,772,249 $2,772,249 $2,772,249 $2,772,249
Withdrawals $0 $0 $0 -$350,000 -$350,000 -$392,459 -$392,459
Fees $0 -$41,811 -$54,131 -$157,342 -$244,234 -$268,504 -$268,504
Net Cash Flow $0 $1,872,249 $1,872,249 $2,422,249 $2,422,249 $2,379,790 $2,379,790
Net Investment Change $449,225 $3,330,716 $3,425,437 $3,706,108 $4,048,747 $5,499,605 $5,565,297
Ending Market Value $13,981,083 $13,981,083 $13,981,083 $13,981,083 $13,981,083 $13,981,083 $13,981,083

_

Account Information
Account Name Adelante Capital Management, LLC
Account Structure Separate Account
Investment Style Active
Inception Date 5/31/14
Account Type REITS
Benchmark Wilshire REIT
Universe eV US REIT Gross

Since Inception Risk/Return Statistics
Adelante Capital Management,

LLC Wilshire REIT

RETURN SUMMARY STATISTICS
Number of Periods 85 85
Maximum Return 11.75 11.46
Minimum Return -17.19 -19.96
Annualized Return 9.43 8.45
Total Return 89.38 77.65
Annualized Excess Return Over Risk Free 8.63 7.64
Annualized Excess Return 0.98 0.00
 
RISK SUMMARY STATISTICS
Beta 0.93 1.00
Upside Deviation 9.51 9.98
Downside Deviation 12.12 13.12
 
RISK/RETURN SUMMARY STATISTICS
Annualized Standard Deviation 15.25 16.28
Alpha 0.12 0.00
Sharpe Ratio 0.57 0.47
Excess Return Over Market / Risk 0.06 0.00
Tracking Error 2.26 0.00
Information Ratio 0.44 --
 
CORRELATION STATISTICS
R-Squared 0.98 1.00
Correlation 0.99 1.00

Republic of Palau - COFA Trust Fund

Adelante Capital Management, LLC
As of June 30, 2021



Since Inception Risk/Return Statistics

Morgan Stanley AIP
FTSE EPRA/NAREIT

Developed TR USD (as of
10/31/20)

RETURN SUMMARY STATISTICS
Number of Periods 83 83
Maximum Return 22.20 10.91
Minimum Return -15.79 -22.62
Annualized Return 5.49 2.65
Total Return 44.70 19.85
Annualized Excess Return Over Risk
Free 4.66 1.83

Annualized Excess Return 2.84 0.00
 
RISK SUMMARY STATISTICS
Beta 0.10 1.00
Upside Deviation 13.05 8.35
Downside Deviation 21.43 15.05
 
RISK/RETURN SUMMARY STATISTICS
Annualized Standard Deviation 12.43 14.51
Alpha 0.47 0.00
Sharpe Ratio 0.37 0.13
Excess Return Over Market / Risk 0.23 0.00
Tracking Error 17.92 0.00
Information Ratio 0.16 --
 
CORRELATION STATISTICS
R-Squared 0.02 1.00

Account Information
Account Name Morgan Stanley AIP
Account Structure Separate Account
Investment Style Active
Inception Date 7/31/14
Account Type Real Estate
Benchmark FTSE EPRA/NAREIT Developed TR USD (as of 10/31/20)
Universe Global Real Estate MStar MF

Summary Of Cash Flows
  Last Month Fiscal Year-To-Date One Year Three Years Five Years Inception 

7/31/14
_

Beginning Market Value $977,394 $2,848,663 $2,942,980 $4,039,068 $4,019,856 $2,478,000
Contributions $0 $1,040 $1,592 $2,973 $3,799 $2,061,090
Withdrawals $0 -$1,638,384 -$1,732,701 -$3,206,693 -$3,841,492 -$4,474,433
Fees $0 -$1,040 -$1,592 -$7,076 -$13,736 -$15,084
Net Cash Flow $0 -$1,637,344 -$1,731,108 -$3,203,720 -$3,837,693 -$2,413,343
Net Investment Change $0 -$233,925 -$234,478 $142,046 $795,231 $912,737
Ending Market Value $977,394 $977,394 $977,394 $977,394 $977,394 $977,394

_

Republic of Palau - COFA Trust Fund

Morgan Stanley AIP
As of June 30, 2021



Account Information
Account Name AIP Private Market Fund VI
Account Structure Separate Account
Investment Style Active
Inception Date 6/30/14
Account Type Private Equity
Benchmark MSCI World (as of 9/30/20)
Universe InvMetrics All E&F Private Eq Net

Summary Of Cash Flows
  Last Month Fiscal Year-To-Date One Year Three Years Five Years Inception 

6/30/14
_

Beginning Market Value $10,147,133 $10,323,095 $9,920,116 $8,437,181 $3,607,782 $2,900,495
Contributions $0 $303,462 $305,233 $826,707 $4,505,386 $6,191,129
Withdrawals -$455,019 -$935,483 -$1,052,969 -$2,588,465 -$2,588,465 -$3,429,221
Fees $0 -$4,800 -$6,570 -$20,428 -$30,317 -$31,571
Net Cash Flow -$455,019 -$632,021 -$747,736 -$1,761,758 $1,916,921 $2,761,908
Net Investment Change $0 $1,040 $519,735 $3,016,691 $4,167,411 $4,029,711
Ending Market Value $9,692,114 $9,692,114 $9,692,114 $9,692,114 $9,692,114 $9,692,114

_

Since Inception Risk/Return Statistics
AIP Private Market Fund VI MSCI World (as of 9/30/20)

RETURN SUMMARY STATISTICS
Number of Periods 84 84
Maximum Return 9.29 10.92
Minimum Return -4.65 -13.23
Annualized Return 5.70 6.46
Total Return 47.45 55.01
Annualized Excess Return Over Risk Free 4.89 5.65
Annualized Excess Return -0.76 0.00
 
RISK SUMMARY STATISTICS
Beta 0.14 1.00
Upside Deviation 8.40 8.08
Downside Deviation 5.05 10.95
 
RISK/RETURN SUMMARY STATISTICS
Annualized Standard Deviation 7.00 13.04
Alpha 0.40 0.00
Sharpe Ratio 0.70 0.43
Excess Return Over Market / Risk -0.11 0.00
Tracking Error 13.08 0.00
Information Ratio -0.06 --
 
CORRELATION STATISTICS
R-Squared 0.07 1.00
Correlation 0.26 1.00

Republic of Palau - COFA Trust Fund

AIP Private Market Fund VI
As of June 30, 2021



Summary Of Cash Flows
  Last Month Fiscal Year-To-Date One Year Three Years Inception 

4/10/18
_

Beginning Market Value $15,995,170 $12,706,683 $11,183,392 $9,174,298 $9,000,000
Contributions $0 $0 $0 $0 $0
Withdrawals $0 $0 $0 -$370,000 -$370,000
Fees $0 -$82,259 -$102,654 -$229,764 -$229,764
Net Cash Flow $0 $0 $0 -$370,000 -$370,000
Net Investment Change $408,948 $3,697,435 $5,220,726 $7,599,820 $7,774,118
Ending Market Value $16,404,118 $16,404,118 $16,404,118 $16,404,118 $16,404,118

_

Since Inception Risk/Return Statistics

SSI Investment Management ICE BofA All US Convertibles
TR

RETURN SUMMARY STATISTICS
Number of Periods 39 39
Maximum Return 14.35 12.72
Minimum Return -12.15 -13.54
Annualized Return 22.34 21.50
Total Return 92.56 88.29
Annualized Excess Return Over Risk Free 21.09 20.24
Annualized Excess Return 0.84 0.00
 
RISK SUMMARY STATISTICS
Beta 1.07 1.00
Upside Deviation 11.98 10.87
Downside Deviation 10.87 12.34
 
RISK/RETURN SUMMARY STATISTICS
Annualized Standard Deviation 17.80 16.54
Alpha -0.04 0.00
Sharpe Ratio 1.18 1.22
Excess Return Over Market / Risk 0.05 0.00
Tracking Error 2.66 0.00
Information Ratio 0.32 --
 
CORRELATION STATISTICS
R-Squared 0.98 1.00
Correlation 0.99 1.00

Account Information
Account Name SSI Investment Management
Account Structure Separate Account
Investment Style Active
Inception Date 4/10/18
Account Type Convertible/Preferred Securities
Benchmark ICE BofA All US Convertibles TR
Universe eV US Convertibles Gross

Republic of Palau - COFA Trust Fund

SSI Investment Management
As of June 30, 2021



Since Inception Risk/Return Statistics
Cash Account FTSE T-Bill 3 Months TR

RETURN SUMMARY STATISTICS
Number of Periods 67 67
Maximum Return 0.70 0.21
Minimum Return 0.00 0.00
Annualized Return 0.77 1.04
Total Return 4.40 5.96
Annualized Excess Return Over Risk Free -0.24 0.02
Annualized Excess Return -0.27 0.00
 
RISK SUMMARY STATISTICS
Beta 0.58 1.00
Upside Deviation 0.40 0.25
Downside Deviation -- --
 
RISK/RETURN SUMMARY STATISTICS
Annualized Standard Deviation 0.40 0.25
Alpha 0.01 0.00
Sharpe Ratio -0.61 0.10
Excess Return Over Market / Risk -0.67 0.00
Tracking Error 0.39 0.00
Information Ratio -0.69 --
 
CORRELATION STATISTICS
R-Squared 0.13 1.00
Correlation 0.36 1.00

Account Information
Account Name Cash Account
Account Structure Separate Account
Investment Style Active
Inception Date 12/29/15
Account Type Cash
Benchmark FTSE T-Bill 3 Months TR
Universe Money Market - Taxable MStar MF

Summary Of Cash Flows
  Last Month Fiscal Year-To-Date One Year Three Years Five Years Inception 

12/29/15
_

Beginning Market Value $473,846 $10,241,921 $34,096 $1,517,867 $6,334 $9,482
Contributions $455,019 $2,350,722 $12,562,527 $97,438,146 $108,469,199 $111,501,005
Withdrawals $0 -$11,664,395 -$11,668,509 -$98,207,874 -$107,742,869 -$110,777,869
Fees $0 $0 $0 $0 $0 $0
Net Cash Flow $455,019 -$9,313,673 $894,018 -$769,728 $726,330 $723,136
Net Investment Change $4 $622 $755 $180,730 $196,205 $196,251
Ending Market Value $928,869 $928,869 $928,869 $928,869 $928,869 $928,869

_

Republic of Palau - COFA Trust Fund

Cash Account
As of June 30, 2021



IMPORTANT DISCLOSURES 

This information is provided for your convenience, but should not be used as a substitute for your account's monthly statements and trade confirmations. Material is provided for informational 
purposes only and does not constitute a recommendation. It has been gathered in a manner which we believe to be reliable, but accuracy is not guaranteed. It is not intended as tax advice. Past 
performance does not guarantee future results.

Diversification and strategic asset allocation does not ensure a profit or protect against a loss. No investment strategy can guarantee success. Investments are subject to market risk, including possible 
loss of principal.

Investing in small and mid-cap stocks are riskier investments which include price volatility, less liquidity and the threat of competition. International investing involves additional risks such as currency 
fluctuations, differing financial accounting standards and possible political and economic instability. These risks are greater in emerging markets. Alternative investment strategies involve greater risks 
and are only appropriate for the most sophisticated, knowledgeable and wealthiest of investors. Managed futures involve specific risks that maybe greater than those associated with traditional 
investments and may be offered only to clients who meet specific suitability requirements, including minimum net worth tests. You should consider the special risks with alternative investments 
including limited liquidity, tax considerations, incentive fee structures, potentially speculative investment strategies, and different regulatory and reporting requirements. Commodities are generally 
considered speculative because of the significant potential for investment loss. REITs are financial vehicles that pool investors’ capital to purchase or finance real estate. REITs involve risks such as 
refinancing, economic conditions in the real estate industry, changes in property values and dependency on real estate management.

Alternative investments such as Hedge Funds involve substantial risks that may be greater than those associated with traditional investments and are not suitable for all investors. They may be offered 
only to clients who meet specific suitability requirements, including minimum-net-worth tests. These risks include, but are not limited to, limited liquidity, tax considerations, incentive fee structures, 
potentially speculative investment strategies, and different regulatory and reporting requirements. Investors should only invest in hedge funds if they do not require a liquid investment and can bear 
the risk of substantial losses. There is no assurance that any investment will meet its investment objectives or that substantial losses will be avoided. Investors should carefully review any offering 
materials or prospectuses prior to investing. A Non marketable security is typically a debt security, that is difficult to buy or sell due to the fact that they are not traded on any normal, major secondary 
market exchanges. Such securities, if traded in any secondary market, are usually only bought and sold through private transactions or in an over-the-counter (OTC) market. For the holder of a non-
marketable security, finding a buyer can be difficult, and some non-marketable securities cannot be resold at all because government regulations prohibit any resale.

Performance: Performance results are annualized for time periods greater than one year and include all cash and cash equivalents, realized and unrealized capital gains and losses, and dividends, 
interest and income. The investment results depicted herein represent historical performance. As a result of recent market activity, current performance may vary from the figures shown. Please 
contact your Financial Advisor for up to date performance information. 

Indices: Raymond James reserve the right to change the indices at any time. Benchmark indices and blends included in this material are for informational purposes only, are provided solely as a 
comparison tool and may not reflect the underlying composition and/or investment objective(s) associated with the account(s). In some circumstances, the benchmark index may not be an 
appropriate benchmark for use with the specific composite portfolio. For instance, an index may not take into consideration certain changes that may have occurred in the portfolio since the inception 
of the account(s), (e.g., changes from a brokerage to an advisory account or from one advisory program to another, asset class changes, or index changes for individual managers). The volatility of the 
index used for comparison may be materially different from that of the performance shown. Indices are unmanaged and not available for direct investment. Index returns do not take into account fees 
or other charges. Such fees and charges would reduce performance. Please see the Benchmark Definitions section of this material for additional information on the indices used for comparison.

Performance Inception Month End: Performance Inception Month End refers to performance calculated from the end of the month in which the accounts became eligible for performance. Calculating 
performance from the Performance Inception Month End allows for a comparison to be made to appropriate benchmarks. Performance Inception Month End does not necessarily correspond to the 
account opening date.

Realized/Unrealized Gain/Loss: The gain and loss information is provided for informational purposes only, may not be complete, is not a substitute 1099 form (or any other appropriate tax form), and 
should not be used for tax planning or preparation. Gain and loss values are estimates and should be independently verified. We are not responsible for any gain and loss information provided by you 
or another financial institution. You are responsible for ensuring the accuracy of such information.

Projected 12 Month Income: Projected Next 12 Months income includes cash income such as interest and cash dividends, based on current yields and may include income from Raymond James & 
Associates, Inc. and externally held accounts where data is available. These are projections based on historical data and the actual income may be lower or higher than the projections. Raymond James 
& Associates, Inc. member New York Stock Exchange/SIPC. Investment advisory services offered through Raymond James & Associates.



Investors should consider the investment objectives, risks, charges and expenses of an investment company carefully before investing. The prospectus contains this and other information and 
should be read carefully before investing. The prospectus is available from your investment professional.

Index Descriptions

It is not possible to invest directly in an index.

31 Day T-Bills – The average discount rate at which the US government is issuing short term-debt.
BBgBarc Municipal Bond: 1-10 Year Blend - A component of the BBgBarc Capital Municipal Bond Index with municipal bonds in the 1-10 year blend (1-12) maturity range.
BBgBarc 1-5 Government/Credit - BBgBarc 1-5 Year Government/Credit Index: Includes all medium and larger issues of U.S. government, investment-grade corporate, and investment-grade 
international dollar-denominated bonds that have maturities of between 1 and 5 years and are publicly issued.
BBgBarc 1-5 Year Government - An inclusion of securities within the BBgBarc Government Index that have a maturity range from 1 up to (but not including) 5 years.
BBgBarc 1-5 Year Treasury - The 1-5 year component of the BBgBarc Capital U.S. Treasury Index with securities in the maturity range from 1 year up to (but not including) 5 years.
BBgBarc Credit 1-3 Year - BBgBarc 1-5 Year Credit Index: Includes all medium and larger issues of U.S. government, investment-grade corporate, and investment-grade international dollar 
denominated bonds that have maturities of between 1 and 3 years and are publicly issued.
BBgBarc U.S. Government/Credit (BCGC) - The Government/Credit component of the U.S. Aggregate. The government portion includes treasuries (public obligations of the U.S. Treasury that have 
remaining maturities of more than one year) and agencies (publicly issued debt of the U.S. Government agencies, quasi-federal corporations, and corporate or foreign debt guaranteed by the U.S. 
Government). The credit portion includes publicly issued U.S. corporate and foreign debentures and secured notes that meet specified maturity, liquidity, and quality requirements. Must be a 
publicly issued, dollar-denominated and non-convertible, U.S. Government or Investment Grade Credit security. Must be rated investment-grade (Baa3/BBB- or higher) by at least two of the 
following rating agencies: Moody's, S&P, Fitch; regardless of call features, have at least one year to final maturity, and have an outstanding par value amount of at least $250 million.
BBgBarc Intermediate U.S. Government/Credit (BCIGC) - The intermediate component of the BBgBarc Capital Government/Credit Index with securities in the maturity range from 1 up to (but not 
including) 10 years.
BBgBarc Global Aggregate - The index is designed to be a broad based measure of the global investment-grade, fixed rate, fixed income corporate markets. The major components of this index are 
the US Aggregate, Pan-European Aggregate, and the Asian-Pacific Aggregate Indices. The index also includes Eurodollar and Euro-Yen corporate bonds, Canadian government, agency and corporate 
securities.
BBgBarc Global Aggregate Intermediate - The intermediate component of the BBgBarc Global Aggregate index with securities in the maturity range from 1 up to (but not including) 10 years.
BBgBarc U.S. Government: Intermediate - The intermediate component of the BBgBarc Capital U.S. Government Index with securities in the maturity range from 1 up to (but not including) 10 years. 
BBgBarc U.S. Government: Long - The long component of the BBgBarc Capital U.S. Government Index with securities in the maturity range from 10 years or more.
BBgBarc LT Muni - A component of the BBgBarc Capital Municipal Bond Index with municipal bonds with a maturity range greater than 20 years.
BBgBarc Municipal Bond Index - A rules-based, market-value weighted index that is engineered for the long-term tax-exempt bond market. Bonds must be rated investment-grade (Baaa3/BBB- or 
higher) by at least two of the following rating agencies: Moody's, S&P, Fitch. The bonds must be fixed rate, have a dated-date after December 31, 1990, have an outstanding par value of at least 
$7million, and be issued as part of a transaction of at least $75 million. The four main sectors of the index are: general obligation bonds, revenue bonds, insured bonds (including all insured bonds 
with a Aaa/AAA rating), and prefunded bonds. Remarketed issues, taxable municipal bonds, floating rate bonds, and derivatives, are excluded from the benchmark.
BBgBarc U.S. Treasury - A component of the U.S. Government Index. Must be publicly issued, dollar-denominated and non-convertible, fixed rate (although it may carry a coupon that steps up or 
changes according to a predetermined schedule) U.S. Treasury security. Must be rated investment-grade (Baa3/BBB- or higher) by at least two of the following rating agencies: Moody's, S&P, Fitch; 
regardless of call features, have at least one year to final maturity, and have an outstanding par value amount of at least $250 million.
BBgBarc U.S. Treasury: Intermediate (BCIT) - The intermediate component of the BBgBarc Capital U.S. Treasury Index with securities in the maturity range from 1 year (but not including) 10 years. 
BBgBarc U.S. Treasury: Long - The long component of the BBgBarc Capital U.S. Treasury Index with securities in the maturity range from 10 years or more.
BBgBarc U.S. Treasury: U.S. TIPS - Comprised of Inflation-Protection securities issued by the U.S. Treasury. Must be a fixed rate, publicly issued U.S. Treasury Inflation Note that is dollar-denominated 
and non-convertible. Must be rated investment-grade (Baa3/BBB- or higher) by at least two of the following rating agencies: Moody's, S&P, Fitch; have at least one year to final maturity, and have an 
outstanding par value amount of at least $250 million.
BBgBarc High Yield Composite BB - A component of the BBgBarc U.S. Corporate High Yield Bond Index with bonds in the BB or better.
FTSE 1-3 Year U.S. Treasury - Component of the FTSE U.S. Treasury that measures total returns for U.S. Treasuries with a maturity between 1-3 years.
FTSE 3 Month U.S. Treasury Bill - This index measures monthly return equivalents of yield averages that are not marked to market. The Three-Month Treasury Bill Indices consist of the last three 
three-month Treasury bill issues.
FTSE World Government Bond - FTSE World Government Bond Index (WGBI), includes the most significant and liquid government bond markets globally that carry at least an investment grade 
rating.
FTSE World Government Bond ex US – Similar to the FTSE World Government Bond Index (WGBI), includes the most significant and liquid government bond markets globally that carry at least an 
investment grade rating but excludes bonds from the United States.



Consumer Price Index - All Urban Consumers (CPI-U) - As an economic indicator, and as the most widely used measure of inflation, the Consumer Price Index (CPI) is an indicator of the effectiveness of 
government policy, and as a guide in making economic decisions for business executives, labor leaders, and other private citizens. Published on a monthly basis by the U.S. Bureau of Labor Statistics 
(BLS), the CPI is a measure of the average change in prices over time of goods and services purchased by households. CPI for All Urban Consumers (CPI-U) encompasses approximately 87 percent of the 
total U.S. population which includes, in addition to wage earner and clerical worker households, groups such as professional, managerial, and technical workers, the self-employed, short-term workers, 
the unemployed, and retires and others not in the labor force.
Dow Jones UBS Commodity - Provides a diversified representation of commodity markets as an asset class. The index is comprised of exchange-traded futures on physical commodities; representing 19 
commodities which are weighted for economic significance and market liquidity. To promote diversification, weighting restrictions are placed on individual commodities and commodity groups.
FTSE NAREIT U.S. Real Estate - All REITs - The index is designed to represent a comprehensive performance of publicly traded REITs which covers the commercial real estate space across the US 
economy, offering exposure to all investment and property sectors. It is not free float adjusted, and constituents are not required to meet minimum size and liquidity criteria.
HFRI Equity Hedge Fund Index - The index is designed to represent strategies which maintain positions both long and short in primarily equity and equity derivative securities. A wide variety of 
investment processes can be employed to arrive at an investment decision, including both quantitative and fundamental techniques; strategies can be broadly diversified or narrowly focused on specific 
sectors and can range broadly in terms of levels of net exposure, leverage employed, holding period, concentrations of market capitalizations and valuation ranges of typical portfolios. Equity Hedge 
managers would typically maintain at least 50% exposure to, and may in some cases be entirely invested in, equities - both long and short.
HFRI (Hedge Fund Research, Inc.) Fund of Funds Composite Index (1) - The index only contains fund of funds, which invest with multiple managers through funds or managed accounts. It is an 
equalweighted index, which includes over 650 domestic and offshore funds that have at least $50 Million under management or have been actively trading for at least 12 months. All funds report assets 
in US Dollar, and Net of All Fees returns which are on a monthly basis.
MSCI ACWI - A free float-adjusted market capitalization index that is designed to measure the equity market performance of both developed and emerging markets.  This “All Country World Index” 
reflects performance across the Americas, Europe & the Middle East, Africa, Asia, and the Pacific.
MSCI EAFE - A free float-adjusted market capitalization index that is designed to measure the equity market performance of developed markets, excluding the U.S. and Canada. As of December 31, 2010 
the MSCI EAFE Index consists of 22 developed market country indices: Australia, Austria, Belgium, Denmark, Finland, France, Germany, Greece, Hong Kong, Ireland, Israel, Italy, Japan, the Netherlands, 
New Zealand, Norway, Portugal, Singapore, Spain, Sweden, Switzerland, and the United Kingdom.
MSCI EAFE Value -Net Dividend - A free float-adjusted market capitalization index that is designed to measure the equity market performance of developed markets, excluding the U.S. and Canada. 
Value attribute for index construction is defined using: book value to price ratio, 12-months forward earnings to price ratio, and dividend yield. Net total return indices reinvest dividends after the 
deduction of withholding taxes, using (for international indices) a tax rate applicable to non-resident institutional investors who do not benefit from double taxation treaties.
MSCI EAFE Growth -Net Dividend - A free float-adjusted market capitalization index that is designed to measure the equity market performance of developed markets, excluding the U.S. and Canada. 
Growth attribute for index construction is defined using: long-term forward earnings per share (EPS) growth rate, short-term forward EPS growth rate, current internal growth rate, long-term historical 
EPS growth trend, long-term historical sales per share growth trend. Net total return indices reinvest dividends after the deduction of withholding taxes, using (for international indices) a tax rate 
applicable to non-resident institutional investors who do not benefit from double taxation treaties.
MSCI Emerging Markets - A free float-adjusted market capitalization index that is designed to measure equity market performance of emerging markets. As of December 31, 2010, the MSCI Emerging 
Markets Index consists of the following 21 emerging market country indices: Brazil, Chile, China, Colombia, Czech Republic, Egypt, Hungary, India, Indonesia, Korea, Malaysia, Mexico, Morocco, Peru, 
Philippines, Poland, Russia, South Africa, Taiwan, Thailand, and Turkey.
MSCI World - A free float-adjusted market capitalization weighted index that is designed to measure the equity market performance of developed markets. As of December 31, 2010, the MSCI World 
Index consists of the following 24 developed market country indices: Australia, Austria, Belgium, Canada, Denmark, Finland, France, Germany, Greece, Hong Kong, Ireland, Israel, Italy, Japan, 
Netherlands, New Zealand, Norway, Portugal, Singapore, Spain, Sweden, Switzerland, the United Kingdom, and the United States.
NCREIF - The index is a quarterly time series composite total rate of return measure of investment performance of a very large pool of individual commercial real estate properties acquired in the 
private market for investment purposes only. Information on this index is available at ncreif.com.
Russell 1000 - Based on a combination of their market cap and current index membership, this index is comprised of approximately 1,000 of the largest securities from the Russell 3000. Representing 
approximately 92% of the Russell 3000, the index is created to provide a full and unbiased indicator of the large cap segment.
Russell 1000 Growth - Measures the performance of those Russell 1000 companies with higher price-to-book ratios and higher forecasted growth values.
Russell 1000 Value - Measures the performance of those Russell 1000 companies with lower price-to-book ratios and lower expected growth values.
Russell 2000 - Based on a combination of their market cap and current index membership, this index is comprised of approximately 2,000 of the smaller securities from the Russell 3000. Representing 
approximately 8% of the Russell 3000, the index is created to provide a full and unbiased indicator of the small cap segment.
Russell 2000 Growth - Measures the performance of those Russell 2000 companies with higher price-to-book ratios and higher forecasted growth values.



Russell 2000 Value - Measures the performance of those Russell 2000 companies with lower price-to-book ratios and lower expected growth values.
Russell 2500 - Based on a combination of their market cap and current index membership, this index is comprised of approximately 2,500 of the smallest securities from the Russell 3000. Measures the 
performance of the small to mid-cap (smid) segment of the U.S. equity universe.
Russell 2500 Growth - Measures the performance of those Russell 2500 companies with higher price-to-book ratios and higher forecasted growth values.
Russell 2500 Value - Measures the performance of those Russell 2500 companies with lower price-to-book ratios and lower expected growth values.
Russell 3000 - Representing approximately 98% of the investable U.S. equity market, the Russell 3000 index measures the performance of the largest 3,000 U.S. companies.
Russell 3000 Growth - Measures the performance of the broad growth segment of the U.S. equity universe which includes Russell 3000 companies with higher price-to-book ratios and higher forecasted 
growth values.
Russell 3000 Value - Measures the performance of the broad growth segment of the U.S. equity universe which includes Russell 3000 companies with lower price-to-book ratios and lower forecasted 
growth values.
Russell Midcap - A subset of the Russell 1000 index, the Russell Midcap index measures the performance of the mid-cap segment of the U.S. equity universe. Based on a combination of their market cap 
and current index membership, includes approximately 800 of the smallest securities which represents approximately 27% of the total market capitalization of the Russell 1000 companies. The index is 
created to provide a full and unbiased indicator of the mid-cap segment.
Russell Midcap Growth - Measures the performance of those Russell Mid-cap companies with higher price-to-book ratios and higher forecasted growth values.
Russell Midcap Value - Measures the performance of those Russell Mid-cap companies with lower price-to-book ratios and lower expected growth values.
Standard & Poor’s 400 MidCap - Comprised of 400 domestic stocks that are chosen based upon market capitalization, liquidity and industry representation. The medium size US firms range with a market 
capitalization between $2 billion to $10 billion, and are between the S&P 500 Index and the S&P Smallcap 600 Index. It is a market-weighted index, which represents approximately 7% of the aggregate 
market value of US companies.
Standard & Poor’s 500 - Representing approximately 75% of the investable US equity market, the S&P 500 measures changes in stock market conditions based on the average performance of 500 widely 
held common stocks. It is a market-weighted index calculated on a total return basis with dividend reinvested.
Stark 300 Trader - The Stark 300 index tracks the performance of the top-300 futures and forex traders. The index is calculated monthly using an equity-weighted formula to determine performance.

Index Abbreviations

Bloomberg Barclays – Abbreviated as BBgBarc and then a descriptor.  For example BBgBarc US Aggregate TR is the Bloomberg Barclays United States Aggregate Total Return.

Statistics and General Definitions

Alpha – Measures how well a portfolio performed versus its benchmark after factoring in the amount of risk (as measured by beta) taken. Technically, alpha is the difference between the excess return of 
a portfolio and the excess return of the benchmark multiplied by beta. Excess return is simply the actual return minus the return of the risk-free asset, U.S. Treasury Bill. A positive alpha indicates the 
portfolio has performed better than the benchmark on a risk-adjusted basis.
Allocation Effect – Attributable to the asset allocation of the portfolio.
Annual Standard Deviation – A measure of variability in returns. The annual standard deviation measures the dispersion of annual returns around the average annualized return.
Annualized Return – A statistical technique whereby returns covering periods greater than one year are converted to cover a one year period. 
Attribution – Analytical technique used to evaluate the performance of the portfolio relative to a benchmark. Attribution shows where value was added or subtracted as a result of the investment 
manager’s decisions. The four main attribution effects are: Selection or Manager Effect, Allocation Effect, Currency Effect, and Interaction Effect.
Beta – A coefficient measuring a portfolio’s relative volatility with respect to its market. Technically, beta is the covariance of a portfolio’s return with the benchmark portfolio’s return divided by the 
variance of the benchmark portfolio’s return. Thus, a portfolio with a beta greater than 1.00, indicates the portfolio experienced greater volatility than the benchmark, whereas a portfolio with a beta less 
than 1.00, indicates the portfolio experienced less volatility than the benchmark.
Commitments – Also called Committed Capital.  The amount an investor has agreed to contribute towards the funding of a venture capital fund.  May be paid at one time or over a longer period.



Consumer Price Index – Measures the change in consumer prices, as determined by a monthly survey of the U.S. Bureau of Labor Statistics. CPI components include housing costs,
food, transportation and electricity.
Correlation – Measures the strength of association between two variables. The value ranges between -1 and +1. The strongest linear relationship is indicated by a correlation of -1 or +1. The weakest 
linear relationship is indicated by a correlation of 0. Positive correlation means if one variable gets bigger, the other variable tends to get bigger. Negative correlation means that if one variable gets 
bigger, the other variable tends to get smaller. 
Currency Effect –The effect that changes in currency exchange rates over time affect excess performance
Downside Capture Ratio – Measures investment manager’s performance in down markets relative to a particular benchmark. A down-market is defined as those periods (months or quarters) in which 
market return is less than 0%.
Duration – A measure of the price sensitivity of a bond or bond portfolio to a change in interest rates.
Information Ratio – Describes the risk / reward trade-off of alpha and tracking error. Because the formula for calculating information ratio is Alpha divided by Tracking Error, the larger the information 
ratio, the more attractive the portfolio is from an overall risk return profile.
Interaction Effect – The portion that is not accounted for by the Selection/Manager Effect or Allocation effects. 
R2 – Also called the coefficient of determination. On the detail page, R2 measures how much of the variation in the investment manager’s returns can be explained by movements in the market 
(benchmark).
Sharpe Ratio – A risk-adjusted measure calculated using standard deviation and excess return to determine reward per unit of risk. The higher the Sharpe ratio, the better the manager's historical risk-
adjusted performance.
Selection or Manager Effect – attributable to the invement manager’s stock selection decisions
Tracking Error – A measure that describes the volatility of the expected excess return (alpha) achieved through active management. Since excess return can only be achieved through a portfolio that 
actively differs from the benchmark, the level of tracking error is indicative of how different the portfolio will perform relative to any given benchmark.
Upside Capture Ratio – Measures investment manager’s performance in up markets relative to a particular benchmark. An up-market is defined as those periods (months or quarters) in which market 
return is greater than 0%.
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