
   
 

CITY OF PORT ORANGE 
POLICE OFFICERS’ PENSION BOARD 

QUARTERLY MEETING AGENDA 
 

Port Orange Police Department 
Police Department Training Room 

4545 Clyde Morris Blvd. 
Port Orange FL 32129 
Friday, May 20, 2016 

2:00 p.m. 
 
 
 

 
 

 
Disability Information:  If you are a person with a disability who needs any accommodation in order to 
participate in this proceeding, you are entitled, at no cost to you, to the provision of certain assistance. 
Please contact the City Clerk for the City of Port Orange, 1000 City Center Circle, Port Orange, FL 32129, 
telephone number 386-506-5563, within two working days of your receipt of this notice or five days prior 
to the meeting date. If you are hearing or voice impaired, contact the relay operator at 1-800-955-8771. 
Appeal Notice:  Any person who decides to appeal any decision made by the Port Orange Police 
Officers’ Pension Board will need a record of the proceedings, and for such purpose he or she may need 
to ensure at his or her own expense for the taking and preparation of a verbatim record of all testimony 
and evidence of the proceedings upon which the appeal is to be based.  

 
 

William Proctor 
Secretary 

Drew Bastian 
Trustee 

Brian Cobb 
Resident Trustee 

Warren Carman 
Trustee 

Steve Braddock 
Chairman 

1. CALL TO ORDER 
 
2. DETERMINATION OF A QUORUM 

 
3. APPROVAL OF MINUTES 

A. Approve the minutes of quarterly meeting February 19, 2016 
4. OFFICER AND TRUSTEE REPORTS 
5. CONSENT AGENDA 

A. Ratify plan expenditures as follows: 
 1. Sugarman & Susskind – monthly retainer for February 2016 - $2,300; 
 2. Sugarman & Susskind – monthly retainer for March 2016 - $2,300; 
 3. Sugarman & Susskind – monthly retainer for April 2016 - $2,300; 
 4. Plan Administrator Karan Rounsavall – monthly fee (February 2016, 

 March 2016, April 2016) - $7,200; 
 5. James Moore, CPA – final billing for audit of 9/30/3015 financial 

 statements - $2,500; 
 6. Freiman Little Actuaries – contractual actuarial services through February 

 11, 2016 including actuarial valuation, annual report, benefit statements, 
 GASB supplements, benefit calculations, etc. - $22,000; 

 7. Freiman Little Actuaries – supplemental actuarial services through 
 February 11, 2016 including COLA calculations and impact statements - 
 $2,000; 

 8. Warren Carman – reimbursement of travel expenses for FPPTA winter 
 school in Orlando - $104.84; 



Quarterly Meeting May 20, 2016 Page 2 

 

 9. Drew Bastian – reimbursement of travel expenses for FPPTA winter 
 school in Orlando - $130.84 

 10. Graystone Consulting – Tampa – all-inclusive investment fees (January 1, 
 2016 through March 31, 2016) - $74,634.85. 

B.  Acknowledge refund of member contributions to the following non-vested 
 members: 

 1. Althea Kennedy (non-vested member) in the amount of $2,859.65; 
 2. Bryan Spears (non-vested member) in the amount of $11,971.90; 
 3. John Mulligan (non-vested member) in the amount of $13,310.59. 

6. OLD BUSINESS 
A. Status of proposed ordinances: (1) providing an installment payment 

option for the purchase of prior military or law enforcement service; and 
(2) clarifying the context of “year” in the definition of average final 
compensation to mean plan (fiscal) year. 

7. NEW BUSINESS 

A. Acknowledge legal opinion on pre-retirement death benefits payable to 
beneficiaries of active and terminated vested members. 

B. Acknowledge receipt of deferred vested calculation for Christopher 
Ganem. 

C. Approve form letter to be sent to terminated vested members with their 
deferred vested calculation. 

D. Ratify early retirement benefits for George Oliveira as of April 1, 2016 
(100% Joint & Survivor Annuity) 

E. Renewal of fiduciary liability insurance policy with Markel American 
Insurance Company through Ullico Casualty Group. 

F. Periodic review of professional service provider agreements.  
8. CONSULTANT REPORTS 

A. Charles Mulfinger – Graystone/Morgan Stanley Wealth Management 
(Investment Consultant) 

1. Performance Report for quarter ended March 31, 2016 
2. Notice that Private Advisors (Hedge Fund) was closing its Stable Value 

Fund as of June 30, 2016 
3. Asset Allocation Study and discussion on hedge fund investment 

alternatives. 
B. Chad Little  – Freiman Little Actuaries, LLC (Plan Actuary) 

1. Review of benefit calculation method using fiscal year approach. 
C.  Ken Harrison – Sugarman & Susskind (Attorney) 

1. Report on Internal Revenue Service regulations relating to normal 
retirement age 

D.  Karan Rounsavall – Plan Administrator 
1. Educational Opportunity: Florida Public Pension Trustees’ Association 

(FPPTA) Annual Conference in Orlando (June 26 – 29, 2016) 
2. Authorize trustee/plan administrator to cast ballot for FPPTA board of 

directors election at annual conference 
3. Annual Financial Disclosure filing deadline (July 1, 2016) 
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10. PUBLIC COMMENT 

 
11. ADJOURNMENT

 



















































Port Orange Municipal 

Police Officers’ Retirement Plan

QUARTERLY PERFORMANCE 

SUMMARY

Prepared for:

Charles H. Mulfinger, II, CIMA®

Managing Director

Institutional Consulting Director
David A. Wheeler, CFP®, CIMA®

Senior Vice President

Senior Investment Management Consultant
100 North Tampa Street, Suite 3000

Tampa, FL 33602

800-282-0655, ext. 2061 / 813-227-2061

Graystone Consulting Tampa

Scott Owens, CFA®, CIMA®

Institutional Consultant

As of  March 31, 2016



Quarter 12 Months

Three Years 

(annualized)

Five Years 

(annualized)

Seven Years 

(annualized)

S&P 500 Index 1.34 1.80 11.83 11.59 16.97

Dow Jones Industrial Average 2.20 2.08 9.29 10.27 15.79

Russell 1000 Index 1.17 0.50 11.52 11.35 17.15

Russell 1000 Growth Index 0.74 2.53 13.62 12.38 17.94

Russell 1000 Value Index 1.64 (1.55) 9.38 10.25 16.31

Russell 2000 Index (1.52) (9.76) 6.84 7.20 16.42

Russell 2000 Growth Index (4.68) (11.86) 7.91 7.70 17.23

Russell 2000 Value Index 1.70 (7.72) 5.73 6.66 15.54

Russell 3000 Index 0.97 (0.35) 11.15 11.02 17.10

Russell 3000 Growth Index 0.34 1.35 13.17 12.01 17.88

Russell 3000 Value Index 1.64 (2.05) 9.08 9.95 16.25

Russell Midcap Index 2.24 (4.05) 10.45 10.30 19.12

Russell Midcap Growth Index 0.58 (4.74) 11.00 10.00 18.72

Russell Midcap Value Index 3.92 (3.40) 9.88 10.51 19.47

Source: MAX

Telecommunication Services

Utilities

Industrials

Consumer Staples

Energy

Materials

Information Technology

Consumer Discretionary

Financials

Health Care

Source: MAX

15.60

U.S. Equity Market % Returns for the Period Ending March 31, 2016

Past Performance is not a guarantee of future results. Indices are not available for direct investment. 

S&P 500 Sector % Returns for the Period Ending March 31, 2016

Quarter

16.60

1.60

(5.10)

(5.50)

Past Performance is not a guarantee of future results. Indices are not available for direct investment. 

5.00

5.60

4.00

3.60

2.60
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Developed Markets Equity % Returns for the Period Ending March 31, 2016

Quarter 12 Months Quarter 12 Months

Regional and Other Multi Country Indices

MSCI EAFE (3.00) (8.27) (6.40) (10.78)

MSCI Europe (2.50) (8.44) (4.79) (10.15)

MSCI Far East (5.19) (6.99) (10.68) (12.09)

MSCI Pacific ex. Japan 1.80 (9.65) (2.08) (10.11)

MSCI The World (0.19) (2.90) (1.81) (4.01)

MSCI World ex. U.S. (1.95) (8.43) (5.66) (10.56)

National Indices

MSCI Hong Kong (0.55) (6.69) (0.47) (6.64)

MSCI Ireland (3.92) 8.14 (8.41) 1.92

MSCI Japan (6.38) (6.75) (12.52) (12.61)

MSCI Singapore 5.06 (11.84) (0.19) (13.43)

Source: MAX

Emerging Markets Equity % Returns for the Period Ending March 31, 2016

Quarter 12 Months Quarter 12 Months

Regional and Other Multi Country Indices

MSCI EM 5.75 (11.70) 2.78 (7.36)

National Indices

MSCI China (4.80) (18.66) (4.73) (18.61)

MSCI Malaysia 13.25 (7.99) (4.73) (18.61)

MSCI Taiwan 7.72 (7.74) 5.54 (5.10)

MSCI Thailand 17.04 (12.40) 14.42 (5.30)

Source: MAX

U.S. Dollar Local Currency

U.S. Dollar Local Currency

Past Performance is not a guarantee of future results. Indices are not available for direct investment. 

Past Performance is not a guarantee of future results. Indices are not available for direct investment. 
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Fixed Income % Returns for the Period Ending March 31, 2016

Quarter 12 Months

Three Years 

(annualized)

Five Years 

(annualized)

10 Years 

(annualized)

U.S. Fixed Income

90-Day Treasury Bill 0.06 0.08 0.05 0.06 0.99

Barclays Capital Aggregate 3.03 1.96 2.50 3.78 4.89

Barclays Capital Credit 3.92 0.93 2.86 5.00 5.71

Barclays Capital Govt/Credit 3.47 1.75 2.42 4.04 4.93

Barclays Capital Government 3.12 2.37 2.10 3.42 4.52

Barclays Capital High Yield 3.35 (3.70) 1.85 4.93 7.01

Barclays Capital Intermediate Govt/Credit 2.45 2.07 1.83 3.01 4.34

Barclays Capital Long Govt/Credit 7.30 0.38 4.79 8.49 7.57

Barclays Capital Mortgage Backed 1.98 2.43 2.70 3.24 4.85

Barclays Capital Municipal 1.67 3.98 3.63 5.59 4.86

Global Fixed Income

Merrill Lynch Global High Yield 3.92 (0.75) 1.27 4.65 6.92

Barclays Global Treasury ex. U.S. 8.91 7.62 (0.08) 0.33 3.99

Barclays Capital Majors ex. U.S. 9.12 8.46 (0.06) 0.19 4.12

Source: MAX

Past Performance is not a guarantee of future results. Indices are not available for direct investment. 
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Distribution of Assets Other Important Facts:
Equity Total Portfolio $27,970,601.24
              -Lg. Cap. Value $3,182,413.53 Total Gain or (Loss) - Gross-of-Fees ($287.72)
              -Lg. Cap. Growth $3,145,057.53 Total Gain or (Loss) - Net-of-Fees ($31,840.64)
              -Large Cap. Core $2,979,798.12 Total Fees ($74,634.85)
              -Small Cap. Value $1,684,234.66
              -Small Cap. Growth $1,763,046.39 BLACKROCK EQ. DIV. RBC
              -International Value $1,350,620.72 Total Assets 100.00% $3,182,413.53 100.00% $1,763,046.39
              -International Growth $1,416,157.64      Equity 97.38% $3,099,190.69 96.54% $1,702,008.93
   Total Equity $15,521,328.59      Cash 2.62% $83,222.84 3.46% $61,037.46
Fixed $7,758,746.39 Fees ($8,784.15) ($5,333.81)
Hedge Fund of Funds $2,550,837.50 Gain or (Loss) - Gross-of-Fees $19,552.39 $2,229.04
Private Real Estate $2,138,282.67 Gain or (Loss) - Net-of-Fees $10,768.24 ($3,104.77)
Cash (Deposit/Disbursement Account) $1,406.09
Total Portfolio $27,970,601.24 JENNISON LAZARD

Total Assets 100.00% $1,572,930.13 100.00% $1,350,620.72
Distribution by Percentages Policy Current      Equity 98.21% $1,544,742.55 97.06% $1,310,933.41
Equity Breakdown      Cash 1.79% $28,187.58 2.94% $39,687.31
     - Large Cap. Value 11.25% 11.38% Fees ($4,639.36) ($4,014.01)
     - Large Cap. Growth 11.25% 11.24% Gain or (Loss) - Gross-of-Fees ($95,678.34) ($30,982.90)
     - Large Cap. Core 10.00% 10.65% Gain or (Loss) - Net-of-Fees ($100,317.70) ($34,996.91)
     - Small Cap Value 6.25% 6.02%
     - Small Cap Growth 6.25% 6.30% WEDGEWOOD RENAISSANCE
     - International Value 5.00% 4.83% Total Assets 100.00% $1,572,127.40 100.00% $1,416,157.64
     - International Growth 5.00% 5.06%      Equity 95.93% $1,508,064.88 96.83% $1,371,273.79
Total Equity 55.00% 55.49%      Cash 4.07% $64,062.52 3.17% $44,883.85
Fixed Income 27.50% 27.74% Fees ($4,337.00) ($4,126.77)
Hedge Fund of Funds 10.00% 9.12% Gain or (Loss) - Gross-of-Fees $11,699.36 ($4,028.09)
Private Real Estate 7.50% 7.64% Gain or (Loss) - Net-of-Fees $7,362.36 ($8,154.86)
Cash (Deposit/Disbursement) 0.00% 0.01%
Total 100.00% 100.00% CONNORS PINE GROVE

Total Assets 100.00% $2,979,798.12 100.00% $1,275,590.50
UBS      Equity 92.50% $2,756,165.93 100.00% $1,275,590.50
Total Assets 100.00% $2,138,282.67      Cash 7.50% $223,632.19 0.00% $0.00
     Equity 100.00% $2,138,282.67 Fees ($6,457.10) ($1,842.51)
     Cash 0.00% $0.00 Gain or (Loss) - Gross-of-Fees ($17,632.26) ($29,593.50)
Fees ($9,235.65) Gain or (Loss) - Net-of-Fees ($24,089.36) ($31,436.01)
Gain or (Loss) - Gross-of-Fees $43,473.41
Gain or (Loss) - Net-of-Fees $34,237.76 BOSTON PARTNERS PRIVATE ADVISORS

Total Assets 100.00% $1,684,234.66 100.00% $1,275,247.00
DEPOSIT & DISBURSEMENT      Equity 95.50% $1,608,454.38 100.00% $1,275,247.00
Total Assets 100.00% $1,406.09      Cash 4.50% $75,780.28 0.00% $0.00
     Equity 0.00% $0.00 Fees ($5,252.66) ($1,822.92)
     Cash 100.00% $1,406.09 Gain or (Loss) - Gross-of-Fees ($20,188.24) ($9,823.00)
Fees $0.00 Gain or (Loss) - Net-of-Fees ($25,440.90) ($11,645.92)
Gain or (Loss) - Gross-of-Fees $6.55
Gain or (Loss) - Net-of-Fees $6.55 MADISON

Total Assets 100.00% $7,758,746.39
     Fixed 96.33% $7,473,900.73
     Cash 3.67% $284,845.66
Fees ($18,788.91)
Gain or (Loss) - Gross-of-Fees $130,677.86
Gain or (Loss) - Net-of-Fees $111,888.95

Port Orange Municipal Police Officers' Retirement P lan
As of March 31, 2016

SUMMARY OF RELEVANT FACTS

The prices, quotes, or statistics contained herein have been obtained from sources believed to be reliable, however, its accuracy cannot be guaranteed.  Past performance is not a guarantee of future results.
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ACTUARIAL ASSUMPTION = 7.625%
EQUITY
BlackRock Equity Dividend Your Returns Your Returns

Large Cap. Value (Gross-of-Fees) (Net-of-Fees) Russ 1000 Value PSN Money Mgrs S&P 500

Quarter 0.66 0.34 1.64 1.58 1.34
1 year 1.81 0.83 (1.55) (1.65) 1.80
3 year 8.80 7.79 9.38 9.62 11.83

Since 8/31/2012 10.83 9.83 12.80 NA 13.64
BlackRock/Lord Abbett 5 year 7.40 6.40 10.25 10.19 11.59

BlackRock/Lord Abbett Since 2/29/00 6.81 5.78 6.74 NA 4.59
BlackRock/LA/Opp -Since 10/31/1995 8.02 7.01 8.82 NA 8.41

Jennison
Large Cap. Growth Russ 1000 Growth PSN Money Mgrs

Quarter (5.70) (6.00) 0.74 (1.04)
1 year (0.38) (1.38) 2.53 (1.01)
 3 year 15.12 14.03 13.62 12.11

Since 11/30/2012 15.92 14.86 15.28 NA
Jennison/Sands 5 year 14.93 13.85 12.38 11.06

Jennison/Sands Since 1/31/2005 10.92 9.86 8.51 NA
Jennison/Sands/TCW/All/Sir -Since 10/31/1995 8.54 7.53 7.74 NA

Wedgewood
Large Cap. Growth Russ 1000 Growth PSN Money Mgrs

Quarter 0.79 0.47 0.74 (1.04)
 1 year (5.09) (6.00) 2.53 (1.01)
 3 year 9.09 8.08 13.62 12.11

Since 11/30/2012 10.20 9.21 15.28 NA
Wedgewood/Neuberger Berman 5 year 6.94 5.95 12.38 12.11

Wedgewood/Neuberger Since 2/28/2010 9.38 8.41 14.20 NA
Connors 60 S&P 500 / 

Large Cap. Core S&P 500 40% S&P CBOE BW S&P CBOE Buy Write

Quarter (0.57) (0.80) 1.34 0.53 (0.75)
1 year (0.31) (1.53) 1.80 2.23 2.72

Since 9/30/2013 8.40 7.56 10.77 9.27 6.92
Boston Partners 
Small Cap. Value Russ 2000 Value PSN Money Mgrs

Boston/GW - Quarter (0.91) (1.26) 1.70 3.15
Boston/GW - 1 year (12.05) (12.97) (7.72) (4.48)
Boston/GW - 3 year 0.56 (0.46) 5.73 9.15
Boston/GW - 5 year 3.78 2.75 6.66 9.50

Boston/GW - Since 4/30/2006 6.56 5.54 4.43 NA
Boston/GW/Babson - Since 7/31/2005 7.38 6.36 5.20 NA

RBC
Small Cap. Growth Russ 2000 Growth PSN Money Mgrs

Quarter 0.17 (0.18) (4.68) (3.79)
1 year (2.97) (4.01) (11.86) (10.03)
3 year 9.13 8.02 7.91 8.65
5 year 11.05 9.94 7.70 8.49

Since 11/30/2006 8.96 7.92 6.52 NA
RBC/Greenv/ING/NicAp - Since 1/31/1996 7.40 6.35 6.04 NA

BREAKDOWN OF RETURNS
Port Orange Municipal Police Officers' Retirement P lan

As of March 31, 2016
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Lazard
International Value MSCI EAFE - Net MSCI EAFE Value- Net

Quarter (2.21) (2.53) (3.00) (3.96)
1 year (2.47) (3.44) (8.27) (12.82)
3 year 5.13 4.12 2.24 0.60
5 year 6.41 5.40 2.30 0.82

Since 9/30/2000 4.77 3.75 3.04 3.37
Renaissance
International Growth MSCI AC Wrld ex US Net MSCI EAFE Growth - Net

Quarter (0.24) (0.57) (0.37) (2.08)
1 year (6.50) (7.44) (9.18) (3.71)
3 year 5.69 4.67 0.32 3.80
5 year 3.63 2.64 0.31 3.70

Since 1/31/2009 10.41 9.41 8.64 9.74
FIXED INCOME
Madison Investment Adv. BC Int. G/C Bonds BC G/C Bonds 90-Day T-Bills

Quarter 1.70 1.46 2.45 3.47 0.06
1 year 1.88 1.05 2.07 1.75 0.08
3 year 1.40 0.59 1.83 2.42 0.05
5 year 2.10 1.24 3.01 4.04 0.06

Since 10/31/1995 4.78 3.82 5.06 5.54 2.38
ALTERNATIVE INVESTMENTS HFRI FOF 

PINE GROVE Conservative BC Aggregate

Quarter (2.27) (2.41) (2.04) 3.03
1 Year (6.70) (7.22) (3.54) 1.96

Since 2/28/2014 (2.68) (3.16) (0.09) 3.58
ALTERNATIVE INVESTMENTS HFRI FOF 

PRIVATE ADVISORS Conservative BC Aggregate

Quarter (0.76) (0.91) (2.04) 3.03
1 Year (5.67) (6.07) (3.54) 1.96

Since 2/28/2014 (2.70) (3.09) (0.09) 3.58
PRIVATE REAL ESTATE
UBS NCREIF ODCE BC Aggregate

Quarter 2.07 1.63 2.21 2.18 3.03
1 year 11.92 10.01 11.85 13.66 1.96
3 year 11.82 9.91 11.91 13.62 2.50

Since 7/31/2012 11.40 9.57 11.87 13.38 2.12
TOTAL RETURN
Time-Weighted Return (TWR) Policy Index* Composite Index

Quarter 0.03 (0.24) 0.78 0.86
1 year (0.79) (1.75) (0.54) (0.43)
3 year 5.87 4.92 6.65 6.77
5 year 6.06 5.09 7.07 7.15

Since 10/31/1995 6.85 5.87 7.04 7.25
TOTAL RETURN
Dollar-Weighted Net (IRR) Actuarial Rate CPI +4

Quarter  (0.27) 1.85 1.06
1 year  (1.72) 7.625 5.24
3 year  4.90 7.625 4.89
5 year  5.20 7.625 5.32

Since 10/31/1995  5.90 7.625 6.22
NOTE:  Boston Partners took over management of port folio from GW Capital in March 2016
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Policy Index

For periods  1/31/2009 to 8/30/2013: 18.75% Russ 1000 Value / 18.75% Russ 1000 Growth / 6.25% Russ 2000 Value/ 6.25% Russ 2000 Growth / 5% MSCI EAFE (Net) / 5% MSCI AC World ex US (Net) / 40% BC Int. Gov/Credit

For periods 7/31/2005 to 1/31/2009: 18.75% Russ 1000 Value / 18.75% Russ 1000 Growth / 6.25% Russ 2000 Value / 6.25% Russ 2000 Growth / 10% MSCI EAFE(Net) / 40% BC Int. Gov/Credit 

For periods 9/30/2000 to 7/31/2005: 20% Russ 1000 Value/ 17.5% Russ 1000 Growth/6.25% Russ 2000 Value/ 6.25% Russ 2000 Growth/ 10% MSCI EAFE(Net)/ 40% BC Int. Gov/Credit

For periods prior to 9/30/2000: 20% Russ 1000 Value/ 17.5% Russ 1000 Growth/ 12.5 % Russ 2500 Growth/ 50% BC Int. Gov/Credit

For periods since 2/28/2014: 11.25% Russ 1000 Value / 11.25% Russ 1000 Growth / 10% S&P 500 / 6.25% Russ 2000 Value/ 6.25% Russ 2000 Growth / 5% MSCI EAFE (Net) / 5% MSCI AC World ex US (Net) / 27.50% BC Int. Gov/Credit 
/ 7.50% Russell NCREIF / 10.0% HFRI FOF CON

For periods since 8/30/2013: 13.75% Russ 1000 Value / 13.75% Russ 1000 Growth / 10% S&P 500 / 6.25% Russ 2000 Value/ 6.25% Russ 2000 Growth / 5% MSCI EAFE (Net) / 5% MSCI AC World ex US (Net) / 32.50% BC Int. Gov/Credit 
/ 7.50% Russell NCREIF
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Risk/ Return Analysis- Since Inception
Zephyr StyleADVISOR

Zephyr StyleADVISOR: Graystone Consulting

Manager Performance
November 1995 - March 2016 (Single Computation)
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Return & Risk Analysis
November 1995 - March 2016:  Summary Statistics

Port Orange - Total Fund

Port Orange - Policy Index

Return
Excess Return

vs. 
Market

Standard
Deviation

Beta
vs.

Market

Maximum
Drawdown

Up
Capture

vs.
Market

Down
Capture

vs.
Market

Alpha
vs.

Market

Sharpe
Ratio

R-Squared
vs.

Market

6.84% -0.19% 8.83% 0.91 -29.89% 91.92% 90.92% 0.44% 0.50 94.50%

7.04% 0.00% 9.48% 1.00 -33.36% 100.00% 100.00% 0.00% 0.49 100.00%

The information contained herein has been compiled from sources believed to be reliable, however, the accuracy or completeness cannot be guaranteed. Page 8



COMPLIANCE CHECKLIST  

Port Orange Municipal Police Officers' Retirement P lan As of March 31, 2016

GUIDELINES OBJECTIVES
Equity Portfolio Total Portfolio 3 years Since Inception

Listed on recognized exchange Exceed Target Index No No
Single issue not to exceed 12% at market value for Exceed actuarial assumption (7.625%)* No No
   each equity in each separately managed portfolio Exceed CPI + 4%* Yes No
Total equity portfolio < 57.5% & > 52.5% of total fund *Performance compared to dollar-weighted net returns
   at market
Single issue not to exceed 5% at market value for
   the total portfolio
Foreign equities < 25% of total portfolio at market
No scrutinized companies (Sudan/Iran) held per 
   Protecting Florida's Investments Act requirement

BlackRock Equity Dividend Lazard Asset Management
Large Capitalization Value Equity Portfolio International Value Equity Portfolio
   Market Value < 13.75% & > 8.75% of total fund    Market Value < 7.50% & > 2.5% of total fund
   Performance (Inception 8/31/2012) 3 years Since Inception    Performance (Inception 9/30/2000) 3 years Since Inception

      Rank in the Top 50% of manager universe  No No       Return > MSCI EAFE (Net)  Yes Yes
      Return > Russell 1000 Value No No

Jennison Renaissance
Large Capitalization Growth Equity Portfolio International Growth Equity Portfolio
   Market Value < 6.875% & > 4.375% of total fund    Market Value < 7.50% & > 2.5% of total fund
   Performance (Inception 11/30/2012) 3 years Since Inception    Performance (Inception 1/31/2009) 3 years Since Inception

      Rank in the Top 50% of manager universe  Yes Yes       Return > MSCI AC Wrld ex US Yes Yes
      Return > Russell 1000 Growth Yes Yes

Wedgewood Madison Investment Advisors
Large Capitalization Growth Equity Portfolio Fixed Income Portfolio
   Market Value < 6.875% & > 4.375% of total fund    Market Value < 30.0% & > 25.0% of total fund
   Performance (Inception 11/30/2012) 3 years Since Inception    Performance (Inception 10/31/1995) 3 years Since Inception

      Rank in the Top 50% of manager universe  No No       Return > Barclays Cap  Interm. Gov't/Credit No No
      Return > Russell 1000 Growth No No    U.S. Government / Agency or U.S. Corporations

   Bonds rated "A" or better
Connors    Single corporate issuer not exceed 10% of bond portfolio
Large Capitalization Core Equity Portfolio      (except U.S. Government/Agency)
   Market Value < 12.5 % & >  7.5 %of total fund
   Performance (Inception 9/30/2013) 3 years Since Inception Pine Grove
      Return > S&P 500 N/A No Hedge Fund of Funds
      Return > 60% S&P / 40% S&P CBOE Buy Write N/A No    Market Value < 6.25% & > 0% of total fund
      Return > S&P CBOE Buy Write N/A Yes    Performance (Inception 2/28/2014) 3 years Since Inception

   Performance > HFRI FOF Conservative N/A No
Boston Partners    Performance > BC Aggregate N/A No
Small Capitalization Value Equity Portfolio
   Market Value < 7.5 % & > 5.0% of total fund Private Advisors
   Performance (Inception 3/31/2016) 3 years Since Inception Hedge Fund of Funds
      Rank in the Top 50% of manager universe  N/A N/A    Market Value < 6.25% & > 0% of total fund
      Return > Russell 2000 Value N/A N/A    Performance (Inception 2/28/2014) 3 years Since Inception

   Performance > HFRI FOF Conservative N/A No
RBC    Performance > BC Aggregate N/A No
Small Capitalization Growth Equity Portfolio
   Market Value < 7.5% & > 5.0% of total fund UBS
   Performance (Inception 11/30/2006) 3 years Since Inception Private Real Estate
      Rank in the Top 50% of manager universe  Yes Yes    Market Value < 10.0% & > 0.0% of total fund
      Return > Russell 2000 Growth  Yes Yes    Performance (Inception 7/1/2012) 3 year Since Inception

     Performance > NCREIF Ppty Index No No
     Performance > NCREIF ODCE No No
     Performance > BC Aggregate Yes Yes

In Compliance

Yes

Yes
Yes

In Compliance

Yes
Yes

Yes

Yes

Yes

Yes

Yes

Yes

Yes

Yes

Yes

Yes

Yes

Yes

Yes

Yes

Yes

Yes

The information contained herein has been compiled from sources believed to be reliable, however, the accuracy or completeness cannot be guaranteed. Page 9



BlackRock Eq. Div. 745-106958

Date Billed Market Value From To $ GC Fee
% Annual GC 

Fee $ Mgr. Fee
% Annual 
Mgr. Fee $ Total Fee

% Annual 
Total Fee

1/21/2016 $3,166,904.86 1/1/2016 1/21/2016 $1,011.31 0.56% $617.81 0.34% $1,629.12 0.90%
1/15/2016 $3,166,904.86 10/1/2015 12/31/2015 $4,441.04 0.56% $2,713.99 0.34% $7,155.03 0.90%

Jennison 745-106957

Date Billed Market Value From To $ GC Fee
% Annual GC 

Fee $ Mgr. Fee
% Annual 
Mgr. Fee $ Total Fee

% Annual 
Total Fee

1/21/2016 $1,672,388.20 1/1/2016 1/21/2016 $534.06 0.56% $326.25 0.34% $860.31 0.90%
1/15/2016 $1,672,388.20 10/1/2015 12/31/2015 $2,345.84 0.56% $1,433.21 0.34% $3,779.05 0.90%

Wedgewood 745-125734

Date Billed Market Value From To $ GC Fee
% Annual GC 

Fee $ Mgr. Fee
% Annual 
Mgr. Fee $ Total Fee

% Annual 
Total Fee

1/21/2016 $1,563,425.08 1/1/2016 1/21/2016 $499.26 0.56% $305.00 0.34% $804.26 0.90%
1/15/2016 $1,563,425.08 10/1/2015 12/31/2015 $2,192.91 0.56% $1,339.83 0.34% $3,532.74 0.90%

Connors 745-040114

Date Billed Market Value From To $ GC Fee
% Annual GC 

Fee $ Mgr. Fee
% Annual 
Mgr. Fee $ Total Fee

% Annual 
Total Fee

1/15/2016 $3,000,353.80 10/1/2015 12/31/2015 $4,209.00 0.56% $2,248.10 0.30% $6,457.10 0.86%

Boston Partners 745-125129

Date Billed Market Value From To $ GC Fee
% Annual GC 

Fee $ Mgr. Fee
% Annual 
Mgr. Fee $ Total Fee

% Annual 
Total Fee

1/21/2016 $1,738,661.24 1/1/2016 1/21/2016 $555.22 0.56% $418.99 0.42% $974.21 0.98%
1/15/2016 $1,738,661.24 10/1/2015 12/31/2015 $2,437.85 0.56% $1,840.60 0.42% $4,278.45 0.98%

RBC 745-107017

Date Billed Market Value From To $ GC Fee
% Annual GC 

Fee $ Mgr. Fee
% Annual 
Mgr. Fee $ Total Fee

% Annual 
Total Fee

1/21/2016 $1,765,439.27 1/1/2016 1/21/2016 $563.77 0.56% $425.44 0.42% $989.21 0.98%
1/15/2016 $1,765,439.27 10/1/2015 12/31/2015 $2,475.65 0.56% $1,868.95 0.42% $4,344.60 0.98%

Consulting & Management Fee Billing Summary
Port Orange Municipal Police Officers' Retirement P lan

As of March 31, 2016

The prices, quotes, and statistics contained herein have been obtained from sources believed to be reliable, however,
the accuracy cannot be guaranteed. Page 10



Lazard 745-108866

Date Billed Market Value From To $ GC Fee
% Annual GC 

Fee $ Mgr. Fee
% Annual 
Mgr. Fee $ Total Fee

% Annual 
Total Fee

1/21/2016 $1,385,326.79 1/1/2016 1/21/2016 $442.39 0.56% $302.05 0.38% $744.44 0.94%
1/15/2016 $1,385,326.79 10/1/2015 12/31/2015 $1,942.69 0.56% $1,326.88 0.38% $3,269.57 0.94%

Renaissance 745-125551

Date Billed Market Value From To $ GC Fee
% Annual GC 

Fee $ Mgr. Fee
% Annual 
Mgr. Fee $ Total Fee

% Annual 
Total Fee

1/21/2016 $1,385,326.79 1/1/2016 1/21/2016 $454.76 0.57% $310.50 0.39% $765.26 0.96%
1/15/2016 $1,424,083.24 10/1/2015 12/31/2015 $1,997.51 0.56% $1,364.00 0.38% $3,361.51 0.94%

Madison 745-106956

Date Billed Market Value From To $ GC Fee
% Annual GC 

Fee $ Mgr. Fee
% Annual 
Mgr. Fee $ Total Fee

% Annual 
Total Fee

1/21/2016 $7,722,857.43 1/1/2016 1/21/2016 $2,466.20 0.56% $1,019.16 0.23% $3,485.36 0.79%
1/15/2016 $7,722,857.43 10/1/2015 12/31/2015 $10,826.41 0.56% $4,477.14 0.23% $15,303.55 0.79%

Total Traditional Managers

Date Billed Market Value From To $ GC Fee
% Annual GC 

Fee $ Mgr. Fee
% Annual 
Mgr. Fee $ Total Fee

% Annual 
Total Fee

1/21/2016 $20,400,329.66 1/1/2016 1/21/2016 $6,526.97 0.56% $3,725.20 0.32% $10,252.17 0.88%
1/15/2016 $23,439,439.91 10/1/2015 12/31/2015 $32,868.90 0.56% $18,612.70 0.32% $51,481.60 0.87%

The prices, quotes, and statistics contained herein have been obtained from sources believed to be reliable, however,
the accuracy cannot be guaranteed. Page 11



*Pine Grove 745-040544

Date Billed Market Value From To $ GC Fee
% Annual GC 

Fee
1/15/2016 $1,313,419.85 10/1/2015 12/31/2015 $1,842.51 0.56%

*Private Advisors 745-041738

Date Billed Market Value From To $ GC Fee
% Annual GC 

Fee
1/15/2016 $1,299,455.00 10/1/2015 12/31/2015 $1,822.92 0.56%

*Performance is net of manager fees.  Pine Grove fe e  is 1%, and Private Advisors fee is 1.25%

UBS 745-038519

Date Billed Market Value From To $ GC Fee
% Annual GC 

Fee $ Mgr. Fee
% Annual 
Mgr. Fee $ Total Fee

% Annual 
Total Fee

1/15/2016 $2,101,097.42 10/1/2015 12/31/2015 $2,947.49 0.56% $6,288.16 1.19% $9,235.65 1.74%

Total Managers

Date Billed Market Value From To $ GC Fee
% Annual GC 

Fee $ Mgr. Fee
% Annual 
Mgr. Fee $ Total Fee

% Annual 
Total Fee

1/21/2016 $20,400,329.66 1/1/2016 1/21/2016 $6,526.97 0.56% $3,725.20 0.32% $10,252.17 0.88%
1/15/2016 $28,153,412.18 10/1/2015 12/31/2015 $39,481.82 0.56% $24,900.86 0.35% $64,382.68 0.91%

The prices, quotes, and statistics contained herein have been obtained from sources believed to be reliable, however,
the accuracy cannot be guaranteed. Page 12



Tactical Asset Allocation Reasoning 

Global Equities 

US

While US equities have done exceptionally well since the global financial crisis, they are now in the latter stages of a cyclical bull market. This bull market is 

currently being challenged by fears of recession. We believe the US will avoid recession in 2016, making it premature to abandon our overweight rating for 

US equities.

International Equities (Developed 

Markets)

We maintain a positive bias for Japanese and European equity markets given the political and structural changes taking place in Japan and our expectation for 

an improving economic outlook in Europe. European and Japanese central banks are now engaged in much more aggressive monetary policy than the US, 

while also moving away from fiscal austerity. Both of these markets are earlier in their recovery from the financial crisis than the US.

Emerging market (EM) equities have been big underperformers for the past few years. However, the region now offers better value and, with the severe 

currency depreciation during the past year, there is a greater likelihood EM equities will perform better in 2016. Still, we expect volatility to remain high, so 

we give it an equal weight. Several EM countries are likely to exit recession this year, which argues for a broader rebound in the region, especially if China 

continues its stimulative fiscal and monetary policies. 

Global Fixed Income

US Investment Grade

We have recommended shorter-duration* (maturities) since March 2013 given the extremely low yields and potential capital losses associated with rising 

interest rates from such low levels. We have subsequently reduced the size of our overweight in short duration, with short-term interest rates now expected 

to move higher this year along with the Fed’s tightening cycle. Within investment grade, we prefer BBB-rated corporates and A-rated municipals to US 

Treasuries.

International Investment Grade Yields are even lower outside the US, leaving very little value in international fixed income, particularly as the global economy begins to recover more 

broadly. While interest rates are likely to stay low, the offsetting diversification benefits do not warrant much, if any, position, in our view.

Inflation-Linked Securities 
With deflationary fears having become extreme in 2015, we believe these securities now offer relative value in the context of our forecasted acceleration in 

global growth and expectations for oil prices and the US-dollar year-over-year rate of change to revert back toward 0%.

High Yield

The sharp decline in oil prices has created significant dislocations in the US high yield market. Broadly speaking, we believe default rates are likely to remain 

contained as the economy avoids recession, while corporate and consumer behavior continue to be conservative. This should lead to better performance 

over the next six to 12 months along with lower volatility than equities.

Emerging Markets Bonds The Fed’s rate-hike cycle will likely be a disproportionate headwind for emerging market (EM) debt. Much like EM equities, EM debt exposure should be 

selective. For investors who want to own EM debt, the GIC recommends US-dollar-denominated debt with a focus on China, India and Mexico.

Alternative Investments

REITS

With our expectation for rising interest rates and an increasing risk of economic slowdown, we believe REITs are now fairly to slightly overvalued, especially 

relative to other high-yielding asset categories. Therefore, we are underweight REITs in our tactical asset allocation. Non-US REITs should be favored relative 

to domestic REITs.

Commodities 
Most commodities have underperformed in the past few years, with energy leading the charge lower. We believe commodities are likely to perform better in 

2016 as global growth reaccelerates and the oil market comes into better supply/demand balance.

Master Limited Partnerships
Master limited partnerships (MLPs) were devastated during 2015 due to collapsing oil prices and a less hospitable financing market. Tax-loss selling and 

window dressing hit MLPs excessively in the fourth quarter and, while we expect MLPs to rebound, it will likely be a rally to sell.

Hedged Strategies (Hedge Funds and 

Managed Futures)

This asset category can provide uncorrelated exposure to traditional risk-asset markets. It tends to outperform when traditional asset categories are 

challenged by growth scares and/or interest rate volatility spikes. Within this asset category, we favor event-driven strategies, given our expectation for 

increased mergers-and-acquisitions activity.

Equal Weight

Equal Weight

Equal Weight 

Underweight

Overweight

Overweight

Underweight

Underweight

Overweight

Relative Weights

Overweight

Overweight

Emerging Markets Equal Weight

Page 13



HFRX Fixed Income - 
Credit Index

HFRX Global Hedge Fund 
Index

GIMA Status

Strategy Description

Strategy 

Volatility

Number of Underlying Managers/Security 
Holdings
Minimum Investment (Initial) 

Fund Assets

# Key Investment Personnel

Expense Ratio

Since Inception Performance (3/31/2016)

   Annualized Return 1.37% -4.43%

   Standard Deviation 3.59% 4.31%

   Sharpe Ratio 0.37% -1.04%

   Alpha vs. Index

   Up/Down Capture vs. Index 65.23% 37.69% 95.78% 40.99%

   Up/Down Capture vs. S&P 500 12.75% 17.55% 19.19% 28.96%

Incentive Fee

Hurdle Rate

Lock-up Period

Liquidity Period

Holdback % 

Additional Notes on Expenses: (2) Expense comprised of Blackstone & Underlying 
Manager Fees (1.95%) + Capped Administration 
Fees* (0.45%) = 2.40%

* Administrative fees include trading expenses, costs 
of short selling, & other.

(1) Expense comprised of Blackrock Fee (1.08%) + 
Variable Investment Related Expenses* (0.66%) = 
1.74%

* Investment related expenses mainly include interest 
expense incurred from short-selling bonds. These 
expenses vary from year-to-year.

Focus List Focus List

Global Credit Long/Short 

Lower

The fund is a multi-strategy and multi-manager vehicle 
investing in hedge fund strategies which seeks to 

provide a lower risk profile than traditional stock and 
bond markets. The strategy will have a bias to equity 

long/short augmented by liquid themes in global 
macro, event driven, and credit.

The fund is a global credit strategy targeting a zero-
duration. The fund may be net long a majority of the 

time over a full market cycle. The fund invests 
primarility in the U.S. and Europe, with currency 

exposure usually fully-hedged to the U.S. Dollar. The 
fund has the flexibility to add exposure to emerging 

markets, but has not typically done so.

$4.2 billion

Multi-Strategy

Medium

None

0.45%

City of Port Orange Municipal Police Officers' Reti rement Plan
Funds of Hedge Funds Summary (Liquid Funds)

May 20, 2016

Blackstone Altermative Multi-Strategy IBlackrock Global Long/Short Credit I

N/A

None

N/A

4.05%

3.63%

2.12%

1.64%

0.10%1.05%

None

None

Daily

None

Daily

None

2.29%

Inception Date: 7/1/2014Inception Date: 1/1/2013

3 Portfolio Managers Supported by Over 60 Analysts

200 - 300 Issuers

$10,000 

$5.3 billion

2 Portfolio Managers Supported by ~60 Global Credit 
Analysts

2.4% (2)1.74%  (1)

15 - 20 Managers

$10,000 

The prices, quotes, statistics contained herein have been compiled from sources believed reliable; however, the accuracy cannot be guaranteed.
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Investment Manager Analysis

Prepared for: Port Orange Police

For the Period Ending 3/31/2016

This document is to be used only in one-on-one pres entations with a Graystone Consulting Institutional Consultant.  It must be 
accompanied by the applicable disclosure document ( e.g. - prospectus) for each investment product that it references.  Such 
disclosure document contains important Information about investment objectives and strategies and fees  and expenses.  This 
document has been prepared at your request and is i ntended for informational purposes only.  

It is not sufficient basis on which to make an inve stment decision.  This document is not complete unl ess it includes all of the pages 
indicated.  Please refer to the "Important Disclosu res" and "Performance Information" sections at the end of this document for further 
information, including information about the impact  of fees on performance.

IMPORTANT NOTE: All performance and statistics in t his analysis are calculated based on gross performa nce and do not reflect the 
deduction of investment management fees and expense s.  See the "Important Disclosure" and "Performance  Information" sections at 
the end of this document for further information.  Past performance does not guarantee future results.   Actual individual account 
results will differ.
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Trailing Returns Analysis (Blackrock Global Long/Short Credit Fund)

2

Zephyr StyleADVISOR
Zephyr StyleADVISOR: Graystone Consulting

Manager vs Benchmark: Return
October 2011 - March 2016 (not annualized if less than 1 year)

R
e
tu

rn

-5

0

5

10

15

1 quarter 1 year 3 years 4 years 1 quarter

BlackRock Global Long/Short Credit Instl

Barclays U.S. Aggregate

S&P 500

HFRX Fixed Income - Credit Index

Manager vs Benchmark: Return
October 2011 - March 2016 (not annualized if less than 1 year)

BlackRock Global Long/Short Credit Instl

Barclays U.S. Aggregate

S&P 500

HFRX Fixed Income - Credit Index

1 quarter 1 year 3 years

-0.72% -3.39% 0.63%

3.03% 1.96% 2.50%

1.35% 1.78% 11.82%

-1.84% -7.15% -1.48%

4 years 2 quarters

2.29%

2.82%

16.73%

1.37%



Trailing Returns Analysis (Blackstone Alternative Multi-Strategy Fund) 

,

Zephyr StyleADVISOR
Zephyr StyleADVISOR: Graystone Consulting

Manager vs Benchmark: Return
July 2014 - March 2016 (not annualized if less than 1 year)
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Blackstone Alternative Multi-Strategy I
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HFRX Global Hedge Fund Index

Manager vs Benchmark: Return
July 2014 - March 2016 (not annualized if less than 1 year)

Blackstone Alternative Multi-Strategy I

Barclays U.S. Aggregate

S&P 500

HFRX Global Hedge Fund Index

1 quarter 1 year 1 year 3 quarters

-2.96% -3.01% 0.45%

3.03% 1.96% 3.18%

1.35% 1.78% 5.07%

-1.87% -7.36% -4.43%



Monthly Returns Analysis

(

Zephyr StyleADVISOR
Zephyr StyleADVISOR: Graystone Consulting

Periodic Returns
January 2012 - March 2016

2016

2015

2014

2013

2012

2016

2015

2014

2013

2012

2016

2015

2014

2013

2012

2016

2015

2014

2013

2012

2016

2015

2014

2013

2012

2016

2015

2014

2013

2012

Jan Feb Mar Q1 Apr May Jun Q2 Jul Aug Sep Q3 Oct Nov Dec Q4 Year

-0.51 -0.82 0.62 -0.72 - - - - - - - - - - - - -0.72

0.48 1.25 0.00 1.74 0.38 0.00 -0.94 -0.57 0.10 -0.38 -1.34 -1.62 0.78 -0.19 -1.10 -0.52 -1.00

0.03 1.16 -0.05 1.14 0.49 0.31 0.50 1.31 -0.36 0.09 -0.73 -1.00 0.00 0.00 -0.50 -0.50 0.92

0.69 0.13 0.16 0.98 0.89 0.21 -1.13 -0.04 0.54 0.09 0.28 0.90 0.96 0.20 0.68 1.85 3.74

0.90 0.59 0.20 1.69 0.22 -0.44 0.66 0.45 0.88 0.59 0.80 2.29 1.22 0.23 1.01 2.48 7.08

-1.93 -0.91 1.01 -1.84 - - - - - - - - - - - - -1.84

-0.61 1.72 0.00 1.09 0.51 0.54 -1.03 0.01 -0.13 -1.12 -1.78 -3.01 1.01 -1.69 -1.80 -2.48 -4.38

0.60 1.36 0.43 2.41 -0.34 0.75 0.56 0.96 -0.51 0.00 -1.22 -1.73 -1.30 -0.61 -1.45 -3.32 -1.77

1.39 0.66 0.97 3.05 1.12 1.10 -0.74 1.48 1.03 -0.49 0.53 1.06 0.64 0.03 0.45 1.12 6.87

2.42 1.76 0.51 4.76 -0.26 -1.25 0.18 -1.33 0.64 0.52 0.28 1.45 0.18 1.00 1.47 2.67 7.65

-2.17 -2.22 1.45 -2.96 - - - - - - - - - - - - -2.96

0.70 1.88 0.97 3.59 -0.39 1.26 -1.15 -0.29 1.93 -1.04 -0.67 0.19 0.29 0.48 -0.71 0.05 3.55

- - - - - - - - -0.40 0.90 0.30 0.80 -0.59 0.30 -0.19 -0.49 -

- - - - - - - - - - - - - - - - -

- - - - - - - - - - - - - - - - -

-2.76 -0.32 1.24 -1.87 - - - - - - - - - - - - -1.87

-0.29 2.02 0.33 2.06 0.21 0.26 -1.24 -0.78 -0.03 -2.21 -2.07 -4.27 1.46 -0.72 -1.33 -0.61 -3.64

-0.24 1.59 -0.23 1.11 -0.73 0.45 0.93 0.65 -0.88 1.09 -0.77 -0.57 -1.32 0.33 -0.75 -1.74 -0.58

1.96 0.43 0.72 3.13 0.62 0.75 -1.33 0.03 1.01 -0.86 0.96 1.09 1.20 0.55 0.56 2.33 6.72

1.72 1.42 -0.02 3.14 0.12 -1.69 -0.30 -1.86 0.54 0.51 0.39 1.45 -0.52 0.41 0.92 0.80 3.51

1.38 0.71 0.92 3.03 - - - - - - - - - - - - 3.03

2.10 -0.94 0.46 1.61 -0.36 -0.24 -1.09 -1.68 0.70 -0.14 0.68 1.23 0.02 -0.26 -0.32 -0.57 0.55

1.48 0.53 -0.17 1.84 0.84 1.14 0.05 2.04 -0.25 1.10 -0.68 0.17 0.98 0.71 0.09 1.79 5.97

-0.70 0.50 0.08 -0.12 1.01 -1.78 -1.55 -2.32 0.14 -0.51 0.95 0.57 0.81 -0.37 -0.57 -0.14 -2.02

0.88 -0.02 -0.55 0.30 1.11 0.90 0.04 2.06 1.38 0.07 0.14 1.58 0.20 0.16 -0.14 0.21 4.21

-4.96 -0.13 6.78 1.35 - - - - - - - - - - - - 1.35

-3.00 5.75 -1.58 0.95 0.96 1.29 -1.94 0.28 2.10 -6.03 -2.47 -6.44 8.44 0.30 -1.58 7.04 1.38

-3.46 4.57 0.84 1.81 0.74 2.35 2.07 5.23 -1.38 4.00 -1.40 1.13 2.44 2.69 -0.25 4.93 13.69

5.18 1.36 3.75 10.61 1.93 2.34 -1.34 2.91 5.09 -2.90 3.14 5.24 4.60 3.05 2.53 10.51 32.39

4.48 4.32 3.29 12.59 -0.63 -6.01 4.12 -2.75 1.39 2.25 2.58 6.35 -1.85 0.58 0.91 -0.38 16.00

BlackRock Global Long/Short Credit Instl

HFRX Fixed Income - Credit Index

Blackstone Alternative Multi-Strategy I

HFRX Global Hedge Fund Index

Barclays U.S. Aggregate

S&P 500



Risk/Return Analysis (Versus S&P 500 Index)

/

Zephyr StyleADVISOR
Zephyr StyleADVISOR: Graystone Consulting

Manager Performance
July 2014 - March 2016 (Single Computation)
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Cash Equivalent:

Citigroup 3-month T-bill

Return & Risk Analysis
July 2014 - March 2016:  Summary Statistics

BlackRock Global Long/Short Credit Instl

HFRX Fixed Income - Credit Index

Blackstone Alternative Multi-Strategy I

HFRX Global Hedge Fund Index

Barclays U.S. Aggregate

S&P 500

Return
Excess Return

vs. 
Market

Standard
Deviation

Beta
vs.

Market

Maximum
Drawdown

Up
Capture

vs.
Market

Down
Capture

vs.
Market

Alpha
vs.

Market

Sharpe
Ratio

R-Squared
vs.

Market

-1.83% -6.90% 2.24% 0.12 -4.35% 7.57% 27.18% -2.48% -0.84 46.14%

-6.33% -11.40% 3.62% 0.21 -11.71% 2.51% 52.60% -7.40% -1.76 54.07%

0.45% -4.62% 4.05% 0.18 -5.93% 19.19% 28.96% -0.53% 0.10 33.70%

-4.43% -9.50% 4.31% 0.29 -8.93% 11.37% 52.41% -5.91% -1.04 72.47%

3.18% -1.89% 2.79% -0.01 -2.15% 6.53% -13.14% 3.29% 1.12 0.27%

5.07% 0.00% 12.74% 1.00 -8.36% 100.00% 100.00% 0.00% 0.39 100.00%



Risk/Return Analysis (Versus Barclays U.S. Aggregate Index)

*

Zephyr StyleADVISOR
Zephyr StyleADVISOR: Graystone Consulting

Manager Performance
July 2014 - March 2016 (Single Computation)
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Return & Risk Analysis
July 2014 - March 2016:  Summary Statistics

BlackRock Global Long/Short Credit Instl

HFRX Fixed Income - Credit Index

Blackstone Alternative Multi-Strategy I

HFRX Global Hedge Fund Index

S&P 500

Barclays U.S. Aggregate

Return
Excess Return

vs. 
Market

Standard
Deviation

Beta
vs.

Market

Maximum
Drawdown

Up
Capture

vs.
Market

Down
Capture

vs.
Market

Alpha
vs.

Market

Sharpe
Ratio

R-Squared
vs.

Market

-1.83% -5.01% 2.24% 0.09 -4.35% -10.95% 49.47% -2.08% -0.84 1.18%

-6.33% -9.52% 3.62% -0.19 -11.71% -63.61% 108.72% -5.71% -1.76 2.08%

0.45% -2.73% 4.05% -0.05 -5.93% 5.75% -4.52% 0.67% 0.10 0.10%

-4.43% -7.61% 4.31% -0.13 -8.93% -30.56% 109.85% -3.96% -1.04 0.66%

5.07% 1.89% 12.74% -0.24 -8.36% 136.17% 103.30% 6.67% 0.39 0.27%

3.18% 0.00% 2.79% 1.00 -2.15% 100.00% 100.00% 0.00% 1.12 100.00%



Risk/Return Analysis (Blackstone Alternative Multi-Strategy Fund) 
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Zephyr StyleADVISOR
Zephyr StyleADVISOR: Graystone Consulting

Manager Performance
July 2014 - March 2016 (Single Computation)
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Return & Risk Analysis
July 2014 - March 2016:  Summary Statistics

Blackstone Alternative Multi-Strategy I

Barclays U.S. Aggregate

S&P 500

HFRX Global Hedge Fund Index

Return
Excess Return

vs. 
Market

Standard
Deviation

Beta
vs.

Market

Maximum
Drawdown

Up
Capture

vs.
Market

Down
Capture

vs.
Market

Alpha
vs.

Market

Sharpe
Ratio

R-Squared
vs.

Market

0.45% 4.88% 4.05% 0.69 -5.93% 95.78% 40.99% 3.63% 0.10 53.31%

3.18% 7.61% 2.79% -0.05 -2.15% 23.34% -28.11% 2.98% 1.12 0.66%

5.07% 9.50% 12.74% 2.52 -8.36% 442.70% 124.64% 18.25% 0.39 72.47%

-4.43% 0.00% 4.31% 1.00 -8.93% 100.00% 100.00% 0.00% -1.04 100.00%



Risk/Return Analysis (Blackrock Global Long/Short Credit Fund)
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Zephyr StyleADVISOR
Zephyr StyleADVISOR: Graystone Consulting

Manager Performance
October 2011 - March 2016 (Single Computation)

100

120

140

160

180

200

220

Sep 2011 Jun 2012 Dec 2012 Jun 2013 Dec 2013 Jun 2014 Dec 2014 Jun 2015 Mar 2016

BlackRock Global Long/Short Credit Instl

Barclays U.S. Aggregate

S&P 500

HFRX Fixed Income - Credit Index

Risk / Return
October 2011 - March 2016 (Single Computation)

R
e
tu

rn

0%

2%

4%

6%

8%

10%

12%

14%

16%

18%

Standard Deviation

0% 2% 4% 6% 8% 10% 12%

BlackRock Global Long/Short Credit Instl

Barclays U.S. Aggregate

S&P 500

Market Benchmark:

HFRX Fixed Income - Credit Index

Cash Equivalent:

Citigroup 3-month T-bill

Return & Risk Analysis
October 2011 - March 2016:  Summary Statistics

BlackRock Global Long/Short Credit Instl

Barclays U.S. Aggregate

S&P 500

HFRX Fixed Income - Credit Index

Return
Excess Return

vs. 
Market

Standard
Deviation

Beta
vs.

Market

Maximum
Drawdown

Up
Capture

vs.
Market

Down
Capture

vs.
Market

Alpha
vs.

Market

Sharpe
Ratio

R-Squared
vs.

Market

2.29% 0.92% 2.12% 0.46 -4.35% 65.23% 37.69% 1.64% 1.05 61.79%

2.82% 1.45% 2.69% -0.04 -3.67% 26.59% -27.56% 2.92% 1.03 0.28%

16.73% 15.36% 11.63% 2.23 -8.36% 412.30% 128.52% 13.86% 1.43 47.55%

1.37% 0.00% 3.59% 1.00 -11.71% 100.00% 100.00% 0.00% 0.37 100.00%
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Alpha: Alpha is a risk (beta adjusted) measurement. Officially, alpha measures the difference between a portfolio's actual returns and what it might be expected to 

deliver based on its level of risk. Higher risk generally means higher reward. A positive alpha means the fund has beaten expectations. A negative alpha means that the 

manager failed to match performance with risk. If two managers had the same return but one had a lower beta, that manager would have a higher alpha. StyleADVISOR

uses the standard intercept calculation.

Beta: Beta represents the systematic risk of a portfolio and measures its sensitivity to a benchmark. A portfolio with a beta of one is considered as risky as the 

benchmark and would therefore provide expected returns equal to those of the market during both up and down periods. A portfolio with a beta of two would move 

approximately twice as much as the benchmark.

Excess Return - The difference between the returns of two portfolios. Usually excess return is the difference between a manager's return and the return of a benchmark 

for that manager. In the context of a beta benchmark, excess return refers to the difference between a manager or market benchmark and Tbills.

Down Capture Ratio: the ratio of the manager's overall performance to the benchmark's overall performance, considering only periods that are negative in the 

benchmark.

Excess Returns: represent the average quarterly total returns of the manager relative to its benchmark. A manager with a positive Excess Return has on average 

outperformed its benchmark on a quarterly basis. This statistic is obtained by subtracting the benchmark return from the manager's return.

Manager Style Graph: an attempt to depict how the manager's historical returns (not actual portfolio holdings) "track" a group of benchmarks. For example, Domestic 

Equity products will be presented versus Large and Small, Growth and Value benchmarks. If the R2 of the Style Benchmark is lower than 80%, then the attempt to 

measure the manager's style was problematic (this will often happen with non- diversified portfolios, or eclectic investment disciplines.)

Moving Window: multiple data calculations can be done within a single span of time. For example, in a 5 year period you can display five 1-year values with non-

overlapping data, or you can display nine 3-year values by moving each 3-year "moving window" one quarter at a time. Each discrete time period, either overlapping or 

not,  is referred to as a "moving window."

Return: A compounded and annualized rate of return.

R-Squared: (Correlation Squared) - A measure of how well two portfolios track each other. R-squared ranges between zero and 100%. An R-squared of 100% indicates 

perfect tracking, while an R-squared of zero indicates no tracking at all. R-squared is used in style analysis to determine how much information about a return series the 

style benchmark has been able to capture. The higher the R-squared, the better the benchmark.
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Sharpe Ratio: The Sharpe Ratio, developed by Professor William F. Sharpe, is a measure of reward per unit of risk -- the higher the Sharpe Ratio, the better. It is a 

portfolio's excess return over the risk-free rate divided by the portfolio's standard deviation. The portfolio's excess return is its geometric mean return minus the 

geometric mean return of the risk-free instrument (by default, t-bills).

Standard Deviation: quantifies the volatility associated with a given product. The statistic measures the quarterly variation in returns around the mean return.

Style Benchmark: the blended benchmark that best matches the manager's returns (lowest tracking error.)

Tracking Error: represents the Standard Deviation of the Excess Return and provides a historical measure of the variability of the manager's returns relative to its 

benchmark. Up Capture Ratio: measures the manager's overall performance to the benchmark's overall performance, considering only periods that are positive in the 

benchmark. Universe: a peer group of managed investment products with reasonably similar characteristics.

Important Morgan Stanley Disclosures
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h
 h

o
ld
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g
 in

 th
e
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a
n
a
g
e
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 p
o
rtfo

lio
 v

e
rs

u
s
 th

e
 w

e
ig

h
t o

f e
a
c
h
 h

o
ld

in
g
 in

 th
e

 
b
e
n
c
h
m

a
rk
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d
e
x
 a

n
d
 d

iv
id

in
g
 b
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o
.  

A
D

R
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�
A

m
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a
n
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e
p
o
s
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e

c
e
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ts
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o
lla

r d
e
n
o
m
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a
te

d
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s
 o
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q
u
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w

n
e
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h
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o
n
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. c

o
m

p
a
n

ie
s
.  T

h
e
s
e
 s

h
a
re

s
 a

re
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s
u
e
d
 a

g
a
in

s
t th

e
 

lo
c
a
l m

a
rk

e
t s

h
a
re

s
 h

e
ld

 in
 th

e
 h

o
m

e
 m

a
rk

e
t.  A

D
R

s
 a

re
 typ

ic
a
lly lis

te
d
 o

n
 U

.S
. e

x
c
h
a

n
g
e
s
 s

u
c
h
 a

s
 N

Y
S

E
, A

M
E

X
 a

n
d
 N

A
S

D
A

Q
.

A
lp

h
a

�
m

e
a
s
u
re

s
 th

e
 d

iffe
re

n
c
e
 b

e
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e
e
n
 a

 p
o
rtfo

lio
�s

 a
c
tu

a
l re

tu
rn

s
 a

n
d
 its

 e
x
p
e
c
te

d
 p

e
rfo

rm
a

n
c
e
, g

iv
e
n
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 le
v
e
l o

f ris
k
 a

s
 m

e
a
s
u
re

d
 b

y B
e
ta

.  A
 p

o
s
itiv

e
 

A
lp

h
a

fig
u
re
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d
ic

a
te

s
 th

e
 p

o
rtfo

lio
 h

a
s
 p

e
rfo

rm
e
d

 b
e
tte

r th
a
n
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 B
e
ta

 w
o
u
ld

 p
re

d
ic

t.  A
 n

e
g

a
tiv

e
 A

lp
h

a
 in

d
ic

a
te

s
 th

e
 p

o
rtfo

lio
�s

 u
n
d
e
rp

e
rfo

rm
a
n
c
e
 g

iv
e
n
 th

e
 

e
x
p
e
c
ta

tio
n
s
 e

s
ta

b
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h
e
d
 b

y th
e
 
B

e
ta

.  T
h
e
 a

c
c
u
ra

c
y o

f th
e
 A

lp
h
a
 is

 th
e
re

fo
re

 d
e
p
e
n
d
e
n
t o

n
 th

e
 a

c
c
u
ra

c
y

o
f th

e
 B

e
ta

.  A
lp

h
a
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 o
fte

n
 v

ie
w

e
d
 a

s
 a

 
m

e
a
s
u
re

m
e
n
t o

f th
e
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a
lu

e
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d
d
e
d
 o

r s
u
b
tra

c
te

d
 b

y
 a

 p
o
rtfo

lio
�s

 m
a
n
a
g
e
r.

A
s

s
e
t-b

a
c
k

e
d
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e
c
u

ritie
s
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B

S
)

-
s
e
c
u
ritie

s
 b

a
c
k
e
d
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y a
 p

o
o
l o

f a
s
s
e
ts

, typ
ic

a
lly

 lo
a
n
s
 o

r a
c
c
o
u
n
ts

 re
c
e
iv

a
b
le

, o
rig

in
a
te

d
 b

y
 b

a
n
k
s
, s

p
e
c
ia

lty fin
a
n
c
e

 
c
o
m

p
a
n
ie

s
, o

r o
th

e
r c
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d
it p

ro
v
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.
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a
p
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a
tio

n
�

th
e
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l c

a
p
ita
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a
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e
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o
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iv
id

e
d
 b
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e
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u
m

b
e

r o
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e
c
u
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 p

o
rtfo
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.

B
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ttin

g
 A

v
e

ra
g

e
-

m
e
a
s
u
re

s
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o
w
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q
u
e
n
tly a

 p
o
rtfo

lio
 o

u
tp

e
rfo

rm
s
 its

 b
e
n
c
h
m

a
rk

 o
n
 a

 q
u
a
rte

rly b
a
s
is

. T
h
e
 s

ta
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 is

 o
b
ta

in
e
d
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y
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id

in
g
 th

e
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u
m

b
e
r o

f 
q
u
a
rte

rs
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h
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h
 th

e
 p

o
rtfo

lio
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u
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e
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rm
e
d
 th

e
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tu
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f th

e
 b

e
n
c
h
m
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rk

 b
y
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e
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u
m

b
e
r o

f q
u
a
rte

rs
. F

o
r e

x
a

m
p
le

, a
 p

o
rtfo

lio
 w

ith
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 b
a
ttin

g
 a

v
e
ra

g
e

 
o
f 6
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a
s
 o

u
tp

e
rfo

rm
e

d
 th

e
 in

d
e
x
 m

o
re
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a
n
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a
s
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n
d
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e
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rm
e
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B
e
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�
m

e
a
s
u
re
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 p
o
rtfo

lio
�s

 v
o
la

tility re
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tiv
e
 to
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 b

e
n
c
h
m

a
rk

.  A
 p

o
rtfo

lio
 w

ith
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 B
e
ta
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h
e
r th

a
n
 1

.0
 h

a
s
 h
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ric
a
lly b

e
e
n
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o
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o
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a
n
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b
e
n
c
h
m

a
rk

, w
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 p

o
rtfo

lio
 w

ith
 a

 B
e
ta
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w

e
r th

a
n

 1
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a
s
 b

e
e
n
 le

s
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 v

o
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h
e
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c
c
u
ra

c
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e
 B

e
ta
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 d
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p
e
n
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e

n
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n
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q
u

a
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C
o

m
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l M

o
rtg

a
g

e
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a
c

k
e
d

 S
e
c
u
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B
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)

�
m

o
rtg

a
g
e
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a
c
k
e
d
 s

e
c
u
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a
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e
c
u
re

d
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e
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a
n
 o

n
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 c
o
m

m
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l p

ro
p
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o
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te
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liz

e
d
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o

rtg
a

g
e
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b
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a
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O

s
) �

m
o
rtg
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c
k
e
d
 s

e
c
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rity th

a
t c
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e
p
a
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 p
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o
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 o

f p
a
s
s
-th
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u
g
h
 p

a
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e
n
ts
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r d

iffe
re

n
t c

la
s
s
e
s
 o

f 
b
o
n
d
h
o
ld

e
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 v
a
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g
 m

a
tu

ritie
s
, c

a
lle

d
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n
c
h
e

s
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h
e

 re
p

a
y
m

e
n
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m

 th
e
 p

o
o
l o

f p
a
s
s
-th

ro
u
g
h
 s

e
c
u
ritie

s
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 u

s
e
d
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 th

e
 b

o
n
d
s
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e
 o

rd
e

r 
s
p
e
c
ifie

d
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y th
e

 b
o
n
d
s
' p
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s
p
e
c
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n
v
e

x
ity
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s
u
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e
n
s
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ity o
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o
n
d
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u
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tio
n
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 c
h
a

n
g
e
s
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te

re
s
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te
s
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o
n
v
e

x
ity c
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n
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e
 p

o
s
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e
g
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n
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e
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o
s
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e
d
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c
o
m

e
s
e
c
u
ritie

s
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o
n
d
s
 w

ith
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e
g
a
tiv

e
 c

o
n
v
e
x
ity te

n
d
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 fa

ll in
 v

a
lu

e
 a

s
 in

te
re

s
t ra

te
s
 d

e
c
lin

e
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n
d
 v

ic
e
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e
rs

a
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a
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a
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�
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ig

h
te

d
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v
e
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e
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e
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s
s
e
s
s
m

e
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f c
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d
it w

o
rth
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e
s
s
 g

iv
e
n
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y c
re

d
it ra

tin
g
 a

g
e

n
c
ie

s
 s

u
c
h
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s
 S

ta
n

d
a
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 P

o
o
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 R
a
tin

g
s
 

S
e
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e
s
, M

o
o
d
y
's

 In
v
e
s
to

rs
 S

e
rv
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e
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n
d
 F

itc
h
 R

a
tin

g
s
 to

 b
o
n
d
s
 in

 th
e
 p

o
rtfo

lio
. C

re
d
it ra

tin
g
 a

g
e
n
c
ie

s
 e

v
a
lu

a
te

 is
s
u
e
rs

 a
n
d

a
s
s
ig

n
ra

tin
g
s
 b

a
s
e
d
 o

f th
e
ir 

o
p
in

io
n
s
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f th
e
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s
u
e
r's

 a
b
ility to

 p
a

y in
te

re
s
t a

n
d
 p

rin
c
ip

a
l a

s
 s

c
h
e
d
u
le

d
.  

D
iv

id
e

n
d

 Y
ie

ld
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a
n
n
u
a
l d

iv
id

e
n
d
 p

e
r s

h
a
re

 d
iv

id
e
d
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y p
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e
 p

e
r s

h
a
re

. D
iv

id
e
n
d
 Y

ie
ld

 fo
r th

e
 p

o
rtfo

lio
 is

 a
 w

e
ig

h
te

d
 a

v
e
ra

g
e
 o

f th
e
 re

s
u
lts

 fo
r th

e
 in

d
iv

id
u
a
l 

s
to

c
k
s
 in

 th
e
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o
rtfo

lio
.

E
ffe

c
tiv
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u
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n
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a
 d

u
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tio
n
 c

a
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u
la

tio
n
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r b
o
n
d
s
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ith
 e

m
b
e
d
d
e

d
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p
tio

n
s
. E

ffe
c
tiv

e
 d

u
ra

tio
n
 ta

k
e
s
 in
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 a

c
c
o
u
n
t th

a
t e

x
p
e
c
te

d
 c

a
s
h
 flo

w
s
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ill flu
c
tu

a
te
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s
 

in
te

re
s
t ra

te
s
 c

h
a

n
g
e
.   
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o

re
c
a
s

t �
a
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e
a
s
u
re
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f o

n
e

ye
a
r e

a
rn
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g
s
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a
s
h
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w
 o

r d
iv

id
e

n
d
s
) p

e
r s

h
a
re

 g
ro

w
th

 fro
m

 th
e
 p

rio
r fis

c
a
l ye

a
r (F

Y
0
) to

 th
e
 c

u
rre

n
t fis

c
a
l 

y
e
a
r (F

Y
1
) u

s
in

g
 a

n
a
lys

t c
o
n
s
e
n
s
u
s
 fo

re
c
a
s
ts

. G
ro

w
th

 is
 e

x
p
re

s
s
e
d
 a

s
 a

 p
e
rc

e
n
t.  T

h
e
 F

Y
1
 E

P
S

 (e
a
rn

in
g
s
 p

e
r s

h
a
re

) g
ro

w
th

 ra
te

fo
r th

e
 p

o
rtfo

lio
 is

 a
 

w
e
ig

h
te

d
 a

v
e
ra

g
e
 o

f th
e
 fo

re
c
a
s
ts

 fo
r th

e
 in

d
iv

id
u
a

l s
to

c
k
s
 in

 th
e
 p

o
rtfo

lio
.

E
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 �
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a
l �

T
h
e
 w

e
ig

h
te

d
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v
e
ra

g
e
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n
n
u
a
liz

e
d
 e

a
rn

in
g
s
 p

e
r s

h
a
re

 g
ro

w
th

 fo
r a

 p
o
rtfo

lio
 o

v
e
r th

e
 p

a
s
t fiv

e
 y

e
a
rs

.  

E
x
c
e
s
s
 R

e
tu
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�

re
p
re

s
e
n
ts

 th
e

 a
v
e
ra

g
e

q
u
a

rte
rly to

ta
l re

tu
rn

 o
f th

e
 p

o
rtfo

lio
 re

la
tiv

e
 to

 its
 b

e
n
c
h
m

a
rk

. A
 p

o
rtfo

lio
 w

ith
 a

 p
o
s
itiv

e
 E

x
c
e
s
s
 R

e
tu

rn
 h

a
s
 o

n
 

a
v
e
ra

g
e
 o

u
tp

e
rfo

rm
e
d
 its

 b
e
n
c
h
m

a
rk

 o
n
 a

 q
u
a

rte
rly

 b
a
s
is

. T
h
is

 s
ta

tis
tic

 is
 o

b
ta

in
e
d
 b

y
 s

u
b
tra

c
tin

g
 th

e
 b

e
n
c
h
m

a
rk

 re
tu

rn
 fro

m
 th

e
 p

o
rtfo

lio
�s

 re
tu
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.

H
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S
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w
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-
c
a
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u
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te
d
 b

y re
g

re
s
s
in
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v
e
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e
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e
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u
a
rte
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a
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in

g
s
 p

e
r s

h
a
re

 fo
r th

e
 p

a
s
t 2

0
 q

u
a
rte

rs
 to

 d
e
te

rm
in

e
 th

e
 s

h
a
re
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 h

is
to

ric
a
l 

g
ro

w
th

 ra
te

 in
 e

a
rn

in
g
s
. T

h
e
 q

u
a
rte

rly h
is

to
ric

a
l g

ro
w

th
 ra

te
 fo

r e
a
c
h
 s

h
a
re

 is
 th

e
n
 a

n
n
u
a
liz

e
d
 a

n
d
 th

e
 H

is
to

ric
a
l E

P
S

 G
ro

w
th

 s
h
o

w
n
 in

 th
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 re
p
o
rt is

 th
e

 
w

e
ig

h
te

d
 a

v
e
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g
e
 o

f th
e
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e
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s
u
lts
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a
tio
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 R

a
tio
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p
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e
n
ts
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 E

x
c
e
s
s
 R

e
tu

rn
 d

iv
id

e
d
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y th
e
 T

ra
c
k
in

g
 E

rro
r.  It p

ro
v
id

e
s
 a

 m
e
a
s
u
re

 o
f th

e
 h

is
to

ric
a
l c

o
n
s
is

te
n
c
y o

f th
e
 p

o
rtfo

lio
�s

 
o
v
e
rp

e
rfo

rm
a
n
c
e

 o
r u

n
d
e

rp
e

rfo
rm

a
n
c
e
 re

la
tiv

e
 to
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 b

e
n
c
h
m

a
rk

.  A
 h

ig
h
e
r, p

o
s
itiv

e
 In

fo
rm

a
tio

n
 R

a
tio

 s
u
g
g
e
s
ts

 th
a
t th

e
 p

o
rtfo

lio
�s

 e
x
c
e

s
s
 re

tu
rn

s
 m

a
y
 h

a
v
e
 

b
e
e
n
 th

e
 re

s
u
lt o

f m
a
k
in

g
 m

e
a
s
u
re

d
 o

r m
o
d
e
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te

 b
e
ts

 a
g
a
in

s
t th

e
 re

le
v
a
n
t b

e
n
c
h
m

a
rk
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k
 e

x
p
o
s
u
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s
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L
o

n
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e
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S
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 R
a
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�
a
n
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t c
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n
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f e
x
p
e
c
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d
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n
n
u
a
l in

c
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a
s
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p
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g
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a
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g
s
 p

e
r s

h
a
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v
e
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e
 c

o
m

p
a

n
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e
x
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ll b
u

s
in

e
s
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c
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u
s
u
a
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e
 to

 fiv
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.  T
h
e
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o
n
g
 T

e
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 E
P

S
 G

ro
w
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a
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 fo
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e
 p

o
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 a
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e
ig

h
te

d
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v
e
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g
e
 o

f th
e
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s
u
lts

 fo
r th

e
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d
iv
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u
a
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c
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t c
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 b
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 b
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 p
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p
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 p
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c
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 p
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 p
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t b
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 b
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 p
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 p
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b
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c
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 d
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is
c
u
s
s
e
d
 in

 th
is

 re
p
o
rt.  D

o
 n

o
t a

s
s
u
m

e
 th

a
t a

n
y h

o
ld

in
g
s
 

m
e
n
tio

n
e
d
 w

e
re

, o
r w

ill b
e
, p

ro
fita

b
le

.  

S
o

u
rc

e
s
 o

f D
a
ta

M
a
te

ria
l in

 th
is

 re
p
o
rt h

a
s
 b

e
e
n
 o

b
ta

in
e
d
 fro

m
 s

o
u
rc

e
s
 th

a
t w

e
 b

e
lie

v
e
 to

 b
e
 re

lia
b
le

, b
u
t w

e
 d

o
 n

o
t g

u
a
ra

n
te

e
 its

 a
c
c
u
ra

c
y, c

o
m

p
le

te
n
e
s
s
 o

r tim
e
lin

e
s
s
.  

T
h
ird

 p
a

rty
 d

a
ta

 p
ro

v
id

e
rs

 m
a
k
e
 n

o
 w

a
rra

n
tie

s
 o

r re
p
re

s
e
n
ta

tio
n
s
 re

la
tin

g
 to

 th
e

 a
c
c
u
ra

c
y, c

o
m

p
le

te
n
e
s
s
 o

r tim
e
lin

e
s
s
 o

f th
e
 d

a
ta

 th
e

y
 p

ro
v
id

e
 a

n
d

 a
re

 n
o

t 
lia

b
le

 fo
r a

n
y d

a
m

a
g
e
s
 re

la
tin

g
 to

 th
is

 d
a
ta

.

A
s

s
e
t C

la
s
s
 a

n
d

 O
th

e
r R

is
k
s

In
v
e
s
tin

g
 in

 s
to

c
k
s

,
m

u
tu

a
l fu

n
d

s
a
n
d

e
x

c
h

a
n

g
e

-tra
d

e
d

 fu
n

d
s

(�
E

T
F

s
�
)

e
n
ta

ils
 th

e
 ris

k
s
 o

f m
a
rk

e
t v

o
la

tility.  T
h
e

 v
a
lu

e
 o

f a
ll typ

e
s
 o

f in
v
e
s
tm

e
n
ts

 m
a

y
 

in
c
re

a
s
e
 o

r d
e
c
re

a
s
e
 o

v
e
r v

a
ryin

g
 tim

e
 p

e
rio

d
s
.  

A
lte

rn
a

tiv
e
/h

e
d

g
e
d

 s
tra

te
g

ie
s
 m

a
y u

s
e
 v

a
rio

u
s
 in

v
e
s
tm

e
n
t s

tra
te

g
ie

s
 a

n
d
 te

c
h
n
iq

u
e

s
 fo

r b
o
th

 h
e
d
g
in

g
 a

n
d
 m

o
re

 s
p
e
c
u
la

tiv
e
 p

u
rp

o
s
e
s
 s

u
c
h
 a

s
 s

h
o
rt 

s
e
llin

g
, le

v
e
ra

g
e
, d

e
riv

a
tiv

e
s
 a

n
d
 o

p
tio

n
s
, w

h
ic

h
 c

a
n
 in

c
re

a
s
e
 v

o
la

tility a
n
d
 th

e
 ris

k
 o

f in
v
e
s
tm

e
n
t lo

s
s
.  A

lte
rn

a
tiv

e
/h

e
d
g
e
d
 s

tra
te

g
ie

s
 a

re
 n

o
t a

p
p
ro

p
ria

te
 fo

r
a
ll in

v
e
s
to

rs
.  A

 s
h
o
rt s

a
le

s
 s

tra
te

g
y in

c
lu

d
e
s
 th

e
 ris

k
 o

f lo
s
s
 d

u
e
 to

 a
n
 in

c
re

a
s
e
 in

 th
e
 m

a
rk

e
t v

a
lu

e
 o

f b
o
rro

w
e
d
 s

e
c
u
ritie

s
.  S

u
c
h
 a

 s
tra

te
g

y m
a

y
 b

e
 

c
o
m

b
in

e
d
 w

ith
 p

u
rc

h
a
s
in

g
 lo

n
g
 p

o
s
itio

n
s
 in

 a
n
 a

tte
m

p
t to

 im
p
ro

v
e
 p

o
rtfo

lio
 p

e
rfo

rm
a
n
c
e
.  A

 s
h
o
rt s

a
le

s
 s

tra
te

g
y m

a
y re

s
u
lt in

 g
re

a
te

r lo
s
s
e
s
 o

r lo
w

e
r p

o
s
itiv

e
 

re
tu

rn
s
 th

a
n
 if th

e
 p

o
rtfo

lio
 h

e
ld

 o
n
ly lo

n
g
 p

o
s
itio

n
s
, a

n
d
 th

e
 p

o
rtfo

lio
�s

 lo
s
s
 o

n
 a

 s
h
o
rt s

a
le

 is
 p

o
te

n
tia

lly u
n
lim

ite
d
.  T

h
e
 u

s
e
 o

f le
v
e
ra

g
e
 c

a
n
 m

a
g
n
ify th

e
 

im
p
a
c
t o

f a
d
v
e
rs

e
 is

s
u
e
r, p

o
litic

a
l, re

g
u
la

to
ry

, m
a

rk
e
t, o

r e
c
o
n
o
m

ic
 d

e
v
e
lo

p
m

e
n
ts

 o
n
 a

 c
o
m

p
a
n

y.  A
 d

e
c
re

a
s
e
 in

 th
e
 c

re
d
it q

u
a
lity o

f a
 h

ig
h
ly le

v
e
ra

g
e
d
 

c
o
m

p
a
n

y c
a
n
 le

a
d
 to

 a
 s

ig
n
ific

a
n
t d

e
c
re

a
s
e
 in

 th
e
 v

a
lu

e
 o

f th
e
 c

o
m

p
a
n

y�s
 s

e
c
u
ritie

s
.  In

 a
 liq

u
id

a
tio

n
 o

r b
a
n
k
ru

p
tc

y, a
 c

o
m

p
a
n

y�s
 c

re
d
ito

rs
 ta

k
e

p
re

c
e
d
e
n
c
e

 
o
v
e
r th

e
 c

o
m

p
a
n

y�s
 s

to
c
k
h
o
ld

e
rs

.

D
e
riv

a
tiv

e
s

, in
 g

e
n
e
ra

l, in
v
o
lv

e
 s

p
e
c
ia

l ris
k
s
 a

n
d
 c

o
s
ts

 th
a
t m

a
y re

s
u
lt in

 lo
s
s
e
s
. 

T
h
e
 s

u
c
c
e
s
s
fu

l u
s
e
 o

f d
e
riv

a
tiv

e
s
 re

q
u
ire

s
 s

o
p
h
is

tic
a
te

d
 m

a
n
a
g
e
m

e
n
t, in

 
o
rd

e
r 

to
 

m
a
n
a

g
e
 

a
n
d
 

a
n

a
lyz

e
 

d
e
riv

a
tiv

e
s
 

tra
n
s
a
c
tio

n
s
.

T
h
e
 

p
ric

e
s
 

o
f 

d
e
riv

a
tiv

e
s
 

m
a

y 
m

o
v
e
 

in
 

u
n
e

x
p
e
c
te

d
 

w
a

ys
, 

e
s
p
e
c
ia

lly 
in

 
a
b
n
o
rm

a
l 

m
a
rk

e
t 

c
o
n
d
itio

n
s
.

In
 a

d
d
itio

n
, c

o
rre

la
tio

n
 b

e
tw

e
e
n
 th

e
 p

a
rtic

u
la

r d
e

riv
a
tiv

e
 a

n
d
 a

n
 a

s
s
e
t o

r lia
b
ility o

f th
e

 m
a
n
a
g
e

r m
a

y
 n

o
t b

e
 w

h
a
t th

e
 in

v
e
s
tm

e
n
t m

a
n
a
g
e

r 
e
x
p
e
c
te

d
.

S
o
m

e
 d

e
riv

a
tiv

e
s
 a

re
 "le

v
e
ra

g
e
d
" a

n
d

 th
e
re

fo
re

 m
a

y
 m

a
g
n
ify o

r o
th

e
rw

is
e
 in

c
re

a
s
e
 in

v
e
s
tm

e
n
t lo

s
s
e
s
.

O
th

e
r ris

k
s
 in

c
lu

d
e
 th

e
 p

o
te

n
tia

l in
a
b
ility 

to
 te

rm
in

a
te

 o
r s

e
ll d

e
riv

a
tiv

e
 p

o
s
itio

n
s
, a

s
 a

 re
s
u
lt o

f c
o
u
n
te

rp
a

rty fa
ilu

re
 to

 s
e
ttle

o
r o

th
e
r re

a
s
o

n
s
.  

In
te

rn
a
tio

n
a
l s

e
c
u

ritie
s

m
a

y
 c

a
rry a

d
d
itio

n
a
l ris

k
s
, in

c
lu

d
in

g
 fo

re
ig

n
 e

c
o
n
o

m
ic

, p
o
litic

a
l, m

o
n
e
ta

ry a
n
d
/o

r le
g
a
l fa

c
to

rs
, c

h
a
n

g
in

g
 c

u
rre

n
c
y e

x
c
h
a
n

g
e
 ra

te
s
, 

fo
re

ig
n
 ta

x
e
s
 a

n
d
 d

iffe
re

n
c
e
s
 in

 fin
a
n
c
ia

l a
n
d
 a

c
c
o

u
n
tin

g
 s

ta
n
d
a
rd

s
. In

te
rn

a
tio

n
a
l in

v
e
s
tin

g
 m

a
y
 n

o
t b

e
 fo

r e
v
e
ry

o
n
e
. T

h
e
s
e
 ris

k
s
 m

a
y b

e
 m

a
g
n
ifie

d
 in

 
e
m

e
rg

in
g

 m
a
rk

e
ts

.
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B
o

n
d

s
a

re
 s

u
b
je

c
t to

 in
te

re
s
t ra

te
 ris

k
.  W

h
e
n
 in

te
re

s
t ra

te
s
 ris

e
, b

o
n
d
 p

ric
e
s
 fa

ll; g
e

n
e
ra

lly th
e

 lo
n
g
e

r a
 b

o
n
d
�s

 m
a
tu

rity, th
e

 m
o
re

 s
e
n

s
itiv

e
 it is

 to
 th

is
 ris

k
.  

B
o
n
d
s
 m

a
y a

ls
o
 b

e
 s

u
b
je

c
t to

 c
a
ll ris

k
, w

h
ic

h
 a

llo
w

s
 th

e
 is

s
u
e
r to

 re
ta

in
 th

e
 rig

h
t to

 re
d
e
e
m

 th
e
 d

e
b
t, fu

lly o
r p

a
rtia

lly, b
e
fo

re
 th

e
 s

c
h
e
d
u
le

d
 m

a
tu

rity
 d

a
te

.  
P

ro
c
e
e
d
s
 fro

m
 s

a
le

s
 p

rio
r to

 m
a
tu

rity m
a

y
 b

e
 m

o
re

 o
r le

s
s
 th

a
n

 o
rig

in
a
lly in

v
e
s
te

d
 d

u
e
 to

 c
h
a
n

g
e
s
 in

 m
a
rk

e
t c

o
n
d
itio

n
s
 o

r c
h
a
n
g
e
s
 in

 th
e
 c

re
d
it q

u
a
lity

 o
f th

e
 

is
s
u
e
r. S

im
ila

r to
 b

o
n
d
s
, lo

a
n

s
a

re
 s

u
b
je

c
t to

 in
te

re
s
t ra

te
 ris

k
 a

n
d
 c

re
d
it ris

k
.  L

iq
u
id

ity
 ris

k
 m

a
y
 b

e
 g

re
a
te

r fo
r a

 lo
a

n
 s

in
c
e
 th

e
re

 is
 n

o
 o

rg
a
n
iz

e
d
 e

x
c
h
a
n
g
e
 

o
n
 w

h
ic

h
 lo

a
n
s
 a

re
 tra

d
e

d
 a

n
d
 re

lia
b
le

 m
a
rk

e
t q

u
o
ta

tio
n
s
 m

a
y n

o
t b

e
 re

a
d
ily a

v
a
ila

b
le

.

U
ltra

-s
h

o
rt b

o
n

d
fu

n
d
s
 g

e
n
e
ra

lly in
v
e
s
t in

 fix
e
d
 in

c
o
m

e
 s

e
c
u
ritie

s
 w

ith
 v

e
ry s

h
o
rt m

a
tu

ritie
s
, typ

ic
a

lly le
s
s
 th

a
n
 o

n
e
 y

e
a
r.  T

h
e

y
 a

re
 n

o
t m

o
n
e

y m
a
rk

e
t fu

n
d
s
. 

W
h
ile

 m
o
n
e
y m

a
rk

e
t fu

n
d
s
 a

tte
m

p
t to

 m
a
in

ta
in

 a
 s

ta
b

le
 n

e
t a

s
s
e
t v

a
lu

e
, a

n
 u

ltra
-s

h
o
rt b

o
n
d
 fu

n
d
�s

 n
e
t a

s
s
e
t v

a
lu

e
 w

ill flu
c
tu

a
te

, w
h
ic

h
 m

a
y re

s
u
lt in

 th
e

 lo
s
s
 

o
f th

e
 p

rin
c
ip

a
l a

m
o
u
n
t in

v
e
s
te

d
. T

h
e

y a
re

 th
e
re

fo
re

 s
u
b
je

c
t to

 th
e
 ris

k
s
 a

s
s
o
c
ia

te
d
 w

ith
 d

e
b
t s

e
c
u
ritie

s
 s

u
c
h
 a

s
 c

re
d
it a

n
d
 in

te
re

s
t ra

te
 ris

k
.  

H
ig

h
 y

ie
ld

 b
o

n
d

s
a
re

 s
u
b
je

c
t to

 a
d
d
itio

n
a
l ris

k
s
 s

u
c
h
 a

s
 in

c
re

a
s
e
d
 ris

k
 o

f d
e
fa

u
lt a

n
d
 g

re
a
te

r v
o
la

tility b
e
c
a
u
s
e
 o

f th
e
 lo

w
e

r c
re

d
it q

u
a
lity

 o
f th

e
 is

s
u
e
s
.  

D
e
riv

a
tiv

e
s

, in
 g

e
n
e
ra

l, in
v
o
lv

e
 s

p
e
c
ia

l ris
k
s
 a

n
d
 c

o
s
ts

 th
a
t m

a
y re

s
u
lt in

 lo
s
s
e
s
. 

T
h
e
 s

u
c
c
e
s
s
fu

l u
s
e
 o

f d
e
riv

a
tiv

e
s
 re

q
u
ire

s
 s

o
p
h
is

tic
a
te

d
 m

a
n
a
g
e
m

e
n
t, in

 
o
rd

e
r 

to
 

m
a
n
a

g
e
 

a
n
d
 

a
n

a
lyz

e
 

d
e
riv

a
tiv

e
s
 

tra
n
s
a
c
tio

n
s
.

T
h
e
 

p
ric

e
s
 

o
f 

d
e
riv

a
tiv

e
s
 

m
a

y 
m

o
v
e
 

in
 

u
n
e

x
p
e
c
te

d
 

w
a

ys
, 

e
s
p
e
c
ia

lly 
in

 
a
b
n
o
rm

a
l 

m
a
rk

e
t 

c
o
n
d
itio

n
s
.

In
 a

d
d
itio

n
, c

o
rre

la
tio

n
 b

e
tw

e
e
n
 th

e
 p

a
rtic

u
la

r d
e

riv
a
tiv

e
 a

n
d
 a

n
 a

s
s
e
t o

r lia
b
ility o

f th
e

 m
a
n
a
g
e

r m
a

y
 n

o
t b

e
 w

h
a
t th

e
 in

v
e
s
tm

e
n
t m

a
n
a
g
e

r 
e
x
p
e
c
te

d
.

S
o
m

e
 d

e
riv

a
tiv

e
s
 a

re
 "le

v
e
ra

g
e
d
" a

n
d

 th
e
re

fo
re

 m
a

y
 m

a
g
n
ify o

r o
th

e
rw

is
e
 in

c
re

a
s
e
 in

v
e
s
tm

e
n
t lo

s
s
e
s
.

O
th

e
r ris

k
s
 in

c
lu

d
e
 th

e
 p

o
te

n
tia

l in
a
b
ility 

to
 te

rm
in

a
te

 o
r s

e
ll d

e
riv

a
tiv

e
 p

o
s
itio

n
s
, a

s
 a

 re
s
u
lt o

f c
o
u
n
te

rp
a

rty fa
ilu

re
 to

 s
e
ttle

o
r o

th
e
r re

a
s
o

n
s
.  

M
o

rtg
a

g
e
-b

a
c
k
e

d
 s

e
c

u
ritie

s
(�M

B
S

�), w
h
ic

h
 in

c
lu

d
e
 c

o
lla

te
ra

liz
e
d
 m

o
rtg

a
g
e
 o

b
lig

a
tio

n
s
 (�C

M
O

s
�), a

ls
o
 re

fe
rre

d
 to

 a
s
 re

a
l e

s
ta

te
 m

o
rtg

a
g

e
 in

v
e
s
tm

e
n
t 

c
o
n
d
u
its

 (�R
E

M
IC

s
�), m

a
y
 n

o
t b

e
 s

u
ita

b
le

 fo
r a

ll in
v
e
s
to

rs
. T

h
e
re

 is
 th

e
 p

o
s
s
ib

ility
o
f e

a
rly re

tu
rn

 o
f p

rin
c
ip

a
l d

u
e
 to

 m
o

rtg
a
g
e
 p

re
p
a

y
m

e
n
ts

, w
h
ic

h
 c

a
n
 re

d
u
c
e

 
e
x
p
e
c
te

d
 y

ie
ld

 a
n
d
 re

s
u
lt in

 re
in

v
e
s
tm

e
n
t ris

k
.  C

o
n
v
e
rs

e
ly, re

tu
rn

 o
f p

rin
c
ip

a
l m

a
y b

e
 s

lo
w

e
r th

a
n
 in

itia
l p

re
p
a

ym
e
n
t s

p
e
e
d
 a

s
s
u

m
p
tio

n
s
, e

x
te

n
d
in

g
 th

e
 

a
v
e
ra

g
e
 life

 o
f th

e
 s

e
c
u
rity

u
p
 to

 its
 lis

te
d
 m

a
tu

rity d
a
te

 (a
ls

o
 re

fe
rre

d
 to

 a
s
 e

x
te

n
s
io

n
 ris

k
).  A

d
d
itio

n
a
lly, th

e
 u

n
d

e
rlyin

g
 c

o
lla

te
ra

l s
u
p
p
o
rtin

g
 M

B
S

 m
a
y
 

d
e
fa

u
lt o

n
 p

rin
c
ip

a
l a

n
d
 in

te
re

s
t p

a
ym

e
n
ts
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e m
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p
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h
en

 
S

u
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 D
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alu
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 C
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 D
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is 

resp
o

n
sib

le 
fo

r 
d

irectin
g

 
th
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n
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 m
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 D
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p
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p
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d
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d
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d
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, m
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n
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 d
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u
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s
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n
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 m
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e
 p
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e
n
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g
e
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c
k
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ld
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g
s
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 m

a
n
a
g
e
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 p
o

rtfo
lio
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a
t d

iffe
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m
 th

e
 b

e
n
c
h
m

a
rk
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d
e
x
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c
tiv

e
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h
a
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 c

a
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u
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te
d
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y 
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k
in

g
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e
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u
m

 o
f th

e
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b
s
o
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a
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e
 o

f th
e
 d

iffe
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n
c
e
s
 o

f th
e
 w

e
ig

h
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f e
a
c
h
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ld
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e
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n
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g
e
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 p
o
rtfo

lio
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e
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u
s
 th

e
 w

e
ig

h
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f e
a
c
h
 h

o
ld

in
g
 in

 th
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b
e
n
c
h
m

a
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d
e
x
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n
d
 d

iv
id

in
g
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y tw
o
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D
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�
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e

c
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r d
e
n
o
m

in
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d
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q
u
ity

 o
w

n
e
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o
n
-U
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. c

o
m

p
a
n
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s
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h
e
s
e
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h
a
re

s
 a
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s
u
e
d
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g
a
in
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t th

e
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c
a
l m

a
rk

e
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h
a
re

s
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e
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 in
 th

e
 h

o
m

e
 m

a
rk

e
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D
R

s
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a
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d
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n
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.S
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x
c
h
a

n
g
e
s
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u
c
h
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s
 N

Y
S
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M
E

X
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n
d
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A
S

D
A
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A
lp

h
a
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a
s
u
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e
 d
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n
c
e
 b

e
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e
e
n
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 p
o
rtfo

lio
�s

 a
c
tu

a
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tu
rn

s
 a

n
d
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 e
x
p
e
c
te

d
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e
rfo

rm
a

n
c
e
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iv
e
n
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v
e
l o

f ris
k
 a

s
 m

e
a
s
u
re

d
 b

y B
e
ta

.  A
 p

o
s
itiv

e
 

A
lp

h
a
 fig

u
re
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d
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a
te

s
 th

e
 p

o
rtfo

lio
 h

a
s
 p

e
rfo

rm
e
d

 b
e
tte

r th
a
n
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 B
e
ta
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o
u
ld
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d
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t.  A
 n

e
g

a
tiv

e
 A

lp
h
a
 in

d
ic

a
te

s
 th

e
 p

o
rtfo

lio
�s

 u
n
d
e
rp

e
rfo

rm
a
n
c
e
 g

iv
e
n

 th
e

 
e
x
p
e
c
ta

tio
n
s
 e

s
ta

b
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h
e
d
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e
 
B

e
ta

.  T
h
e
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c
c
u
ra

c
y o

f th
e
 A

lp
h
a
 is

 th
e
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fo
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 d
e
p
e
n
d
e
n
t o

n
 th

e
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c
c
u
ra

c
y o
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e
 B

e
ta
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lp

h
a
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fte

n
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ie
w

e
d
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s
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m

e
a
s
u
re

m
e
n
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e
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a
lu

e
 a

d
d
e
d
 o

r s
u
b
tra

c
te

d
 b

y
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 p
o
rtfo

lio
�s

 m
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n
a
g
e
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A
s

s
e
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a
c
k

e
d
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e
c
u
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s
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B

S
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-
s
e
c
u
ritie

s
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a
c
k
e
d
 b
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 p

o
o
l o

f a
s
s
e
ts
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ic

a
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a
n
s
 o

r a
c
c
o
u
n
ts
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c
e
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a
b
le

, o
rig

in
a
te

d
 b

y
 b

a
n
k
s
, s

p
e
c
ia

lty fin
a
n
c
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c
o
m

p
a
n
ie
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e
r c
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d
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v
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.
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a
p
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a
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n
�
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e
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l c

a
p
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a
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o
rtfo
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iv
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e
d
 b
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u
m

b
e

r o
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e
c
u
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 p

o
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.

B
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ttin
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e

ra
g

e
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e
a
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u
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s
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o
w
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q
u
e
n
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 p
o
rtfo

lio
 o

u
tp

e
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rm
s
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 b
e
n
c
h
m

a
rk

 o
n
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 q
u
a
rte

rly b
a
s
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h
e
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b
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e
d
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y
 d

iv
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in
g
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e
n
u
m

b
e
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f 
q
u
a
rte
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 w
h
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h
 th

e
 p

o
rtfo

lio
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u
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e
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rm
e
d
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tu
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f th
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 b

e
n
c
h
m
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 b
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ta
l n

u
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b
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rte
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o
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x
a

m
p
le
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 p

o
rtfo

lio
 w

ith
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 b
a
ttin

g
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v
e
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g
e

 
o
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a
s
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u
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e
rfo
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e

d
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e
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d
e
x
 m
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n
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a
s
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n
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B
e
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m
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s
u
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 p
o
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 v
o
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 b
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n
c
h
m

a
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 p

o
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e
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h
e
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a
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b
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c
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m
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 p

o
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lio
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e
ta
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w
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 b
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n
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u
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 d
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c
u
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a
c
k
e
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e
c
u
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a
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e
c
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 c
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m
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p
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liz

e
d

 M
o

rtg
a
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e
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b
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a
tio

n
 (C
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o
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c
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e
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t c
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o
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a
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s
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u
g
h
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e
n
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n
t c
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s
s
e
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 o
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n
d
h
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ld
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s
, c
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n
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e
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e
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p
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m

e
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m
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e
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o
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f p
a
s
s
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u
g
h
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e
c
u
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s
e
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 b

o
n
d
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e
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e

r 
s
p
e
c
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d
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 b
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n
d
s
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p
e
c
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s
.

C
o

n
v
e

x
ity

�
m

e
a
s
u
re

s
 th

e
 s

e
n
s
itiv
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n
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 c
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n
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n
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o
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d
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c
o
m
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s
e
c
u
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o
n
d
s
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e
g
a
tiv
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 c
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n
v
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e
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s
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s
t ra
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 d
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n
d
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a
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a
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a
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d
 a

v
e
ra

g
e

 o
f th

e
 a
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s
s
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f c
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s
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iv
e
n
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y c
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a
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S
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o
d
y
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v
e
s
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e
, a

n
d
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itc
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a
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g
s
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 b
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n
d
s
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e
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o
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re
d
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g
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g
e
n
c
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v
a
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s
u
e
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n
d

a
s
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n
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g
s
 b

a
s
e
d
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e
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o
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n
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e
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u
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b
ility to

 p
a
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s
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n
d
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c
h
e
d
u
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a
l d
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e
n
d
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 d
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y p
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a
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e
n
d
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r th

e
 p

o
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 a
 w

e
ig

h
te

d
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v
e
ra

g
e
 o

f th
e
 re

s
u
lts
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r th

e
 in

d
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u
a
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s
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c
k
s
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e
 p

o
rtfo

lio
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 c
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 d
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c
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o
u
n
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a
t e
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p

e
c
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d
 c

a
s
h
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w
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c
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s
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 c
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n
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t �
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w
 o

r d
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e
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ro

w
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m
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e
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c
a
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Y
0
) to

 th
e
 c

u
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n
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c
a
l 

y
e
a
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Y
1
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s
in

g
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n
a
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t c
o
n
s
e
n
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c
a
s
ts

. G
ro

w
th
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 e

x
p
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s
s
e
d
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s
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 p
e
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e
n
t.  T

h
e
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Y
1
 E

P
S
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a
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g
s
 p

e
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h
a
re

) g
ro

w
th
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fo
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e
 p

o
rtfo

lio
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w
e
ig

h
te

d
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v
e
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g
e
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e
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re
c
a
s
ts
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r th

e
 in

d
iv

id
u
a

l s
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c
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e
 p

o
rtfo

lio
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 �
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l �

T
h
e
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e
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te
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v
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n
n
u
a
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e
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s
 p

e
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h
a
re
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w
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 p
o
rtfo

lio
 o

v
e
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e
 p

a
s
t fiv

e
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e
a
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E
x
c
e
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e
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�
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p
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e
n
ts
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v
e
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g
e
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u
a

rte
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ta
l re

tu
rn

 o
f th

e
 p

o
rtfo

lio
 re
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tiv

e
 to

 its
 b

e
n
c
h
m

a
rk

. A
 p

o
rtfo

lio
 w

ith
 a

 p
o
s
itiv

e
 E

x
c
e
s
s
 R

e
tu

rn
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a
s
 o

n
 

a
v
e
ra

g
e
 o

u
tp

e
rfo

rm
e
d
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 b
e
n
c
h
m

a
rk

 o
n
 a

 q
u
a

rte
rly

 b
a
s
is

. T
h
is

 s
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tic
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b
ta

in
e
d
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y
 s

u
b
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c
tin

g
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e
 b

e
n
c
h
m

a
rk
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e
 p

o
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 re
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u
la
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d
 b

y re
g
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u
a
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a
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in

g
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 p

e
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h
a
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e
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a
s
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0
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u
a
rte
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 d
e
te

rm
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e
 th

e
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h
a
re
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to

ric
a
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g
ro

w
th
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te
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 e

a
rn

in
g
s
. T

h
e
 q

u
a
rte

rly h
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to
ric

a
l g

ro
w
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 ra

te
 fo

r e
a
c
h
 s

h
a
re
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 th

e
n
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n
n
u
a
liz

e
d
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n
d
 th

e
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is
to
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a
l E

P
S
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w
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s
h
o

w
n
 in
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 re
p
o
rt is

 th
e
 

w
e
ig

h
te

d
 a

v
e
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g
e
 o

f th
e
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e
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s
u
lts

. 

In
fo

rm
a
tio

n
R

a
tio

�
re

p
re

s
e
n
ts

 th
e
 E

x
c
e
s
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e
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 d
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e
d
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e
 T
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c
k
in

g
 E

rro
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ro
v
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e
s
 a
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e
a
s
u
re

 o
f th

e
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a
l c

o
n
s
is

te
n
c
y o

f th
e
 p

o
rtfo

lio
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o
v
e
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e
rfo

rm
a
n
c
e
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n
d
e
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e
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a
n
c
e
 re
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e
 to
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 b

e
n
c
h
m
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 h
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h
e
r, p

o
s
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e
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a
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n
 R

a
tio
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u
g
g
e
s
ts

 th
a
t th

e
 p

o
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lio
�s
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x
c
e

s
s
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 m

a
y
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a
v
e
 

b
e
e
n
 th

e
 re

s
u
lt o

f m
a
k
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e
a
s
u
re

d
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o
d
e
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 b
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g
a
in

s
t th

e
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v
a
n
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e
n
c
h
m
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p
o
s
u
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t c
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a
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c
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 p
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h
a
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v
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e
 c

o
m

p
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n
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e
x
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ll b
u

s
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s
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a
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o
n
g
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e
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P

S
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w
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a
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 p

o
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e
ig

h
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d
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v
e
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g
e
 o
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e

 re
s
u
lts

 fo
r th

e
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d
iv
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u
a
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c
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o
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t c
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t p
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 b
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h
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 b
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c
u
s
 L

is
t p

ro
c
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c
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c
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c
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 c
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r b

e
 re

c
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 c
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c
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c
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 d
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 c
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y c
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b
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p
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 c
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 b
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c
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c
tic

a
l O

p
p

o
rtu

n
itie

s
 L

is
t b

a
s
e
d
 in

 p
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c
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c
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t c
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c
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c
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c
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 m
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 m
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c
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c
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c
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 re
p
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c
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t c
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c
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ll re
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 p
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b
je

c
tiv

e
s
, ris

k
 to

le
ra

n
c
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c
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c
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 d
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 p
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c
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y b
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l c
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y b
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c
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c
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is
 in

v
e
s
tm

e
n
t s

tra
te

g
y 

w
ill w

o
rk

 u
n
d
e
r a

ll m
a
rk

e
t c

o
n
d
itio

n
s
.  A

s
 a

 re
s
u
lt o

f re
c
e
n
t m

a
rk

e
t a

c
tiv

ity, c
u
rre

n
t 

p
e
rfo

rm
a
n
c
e
 m

a
y
 v

a
ry

 fro
m

 th
e
 p

e
rfo

rm
a

n
c
e
 re

fe
re

n
c
e

d
 in

 th
is

 re
p
o
rt.

B
e
n

c
h

m
a
rk

 in
d

e
x

D
e
p
e
n
d
in

g
 o

n
 th

e
 c

o
m

p
o
s
itio

n
 o

f yo
u
r a

c
c
o
u
n
t a

n
d
 yo

u
r in

v
e
s
tm

e
n
t o

b
je

c
tiv

e
s
, a

n
y in

d
ic

e
s
 s

h
o
w

n
 in

 th
is

 re
p
o
rt m

a
y n

o
t b

e
 a

n
 a

p
p
ro

p
ria

te
 m

e
a
s
u
re

 fo
r 

c
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 d
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t o

r a
 c

o
m

p
o
s
ite

 o
f a

c
c
o
u
n
ts

.   

S
e
c
u

ritie
s
 h

o
ld

in
g

s
H

o
ld

in
g
s
 a

re
 s

u
b

je
c
t to

 c
h
a
n
g
e
 d

a
ily, s

o
 a

n
y
 s

e
c
u

ritie
s
 d

is
c
u
s
s
e
d
 in

 th
is

 re
p
o

rt m
a

y
 o

r m
a

y
 n

o
t b

e
 in

c
lu

d
e
d
 in

 yo
u
r p

o
rtfo

lio
 if y

o
u
 in

v
e
s
t in

 th
is

 in
v
e
s
tm

e
n
t 

p
ro

d
u
c
t.  Y

o
u
r p

o
rtfo

lio
 m

a
y a

ls
o
 in

c
lu

d
e
 o

th
e
r s

e
c
u
ritie

s
 in

 a
d
d
itio

n
 to

 o
r in

s
te

a
d
 o

f a
n

y s
e
c
u
ritie

s
 d

is
c
u
s
s
e
d
 in

 th
is

 re
p
o
rt.  D

o
 n

o
t a

s
s
u
m

e
 th

a
t a

n
y h

o
ld

in
g
s
 

m
e
n
tio

n
e
d
 w

e
re

, o
r w

ill b
e
, p

ro
fita

b
le

.  

S
o

u
rc

e
s
 o

f D
a
ta

M
a
te

ria
l in

 th
is

 re
p
o
rt h

a
s
 b

e
e
n
 o

b
ta

in
e
d
 fro

m
 s

o
u
rc

e
s
 th

a
t w

e
 b

e
lie

v
e
 to

 b
e
 re

lia
b
le

, b
u
t w

e
 d

o
 n

o
t g

u
a
ra

n
te

e
 its

 a
c
c
u
ra

c
y, c

o
m

p
le

te
n
e
s
s
 o

r tim
e
lin

e
s
s
.  

T
h
ird

 p
a

rty
 d

a
ta

 p
ro

v
id

e
rs

 m
a
k
e
 n

o
 w

a
rra

n
tie

s
 o

r re
p
re

s
e
n
ta

tio
n
s
 re

la
tin

g
 to

 th
e

 a
c
c
u
ra

c
y, c

o
m

p
le

te
n
e
s
s
 o

r tim
e
lin

e
s
s
 o

f th
e
 d

a
ta

 th
e

y
 p

ro
v
id

e
 a

n
d

 a
re

 n
o

t 
lia

b
le

 fo
r a

n
y d

a
m

a
g
e
s
 re

la
tin

g
 to

 th
is

 d
a
ta

.

A
s

s
e
t C

la
s
s
 a

n
d

 O
th

e
r R

is
k
s
 

In
v
e
s
tin

g
 in

 s
to

c
k
s

,
m

u
tu

a
l fu

n
d

s
a
n
d

e
x

c
h

a
n

g
e

-tra
d

e
d

 fu
n

d
s

(�
E

T
F

s
�
)

e
n
ta

ils
 th

e
 ris

k
s
 o

f m
a
rk

e
t v

o
la

tility.  T
h
e

 v
a
lu

e
 o

f a
ll typ

e
s
 o

f in
v
e
s
tm

e
n
ts

 m
a

y
 

in
c
re

a
s
e
 o

r d
e
c
re

a
s
e
 o

v
e
r v

a
ryin

g
 tim

e
 p

e
rio

d
s
.  

A
lte

rn
a

tiv
e
/h

e
d

g
e
d

 s
tra

te
g

ie
s
 m

a
y u

s
e
 v

a
rio

u
s
 in

v
e
s
tm

e
n
t s

tra
te

g
ie

s
 a

n
d
 te

c
h
n
iq

u
e

s
 fo

r b
o
th

 h
e
d
g
in

g
 a

n
d
 m

o
re

 s
p
e
c
u
la

tiv
e
 p

u
rp

o
s
e
s
 s

u
c
h
 a

s
 s

h
o
rt 

s
e
llin

g
, le

v
e
ra

g
e
, d

e
riv

a
tiv

e
s
 a

n
d
 o

p
tio

n
s
, w

h
ic

h
 c

a
n
 in

c
re

a
s
e
 v

o
la

tility a
n
d
 th

e
 ris

k
 o

f in
v
e
s
tm

e
n
t lo

s
s
.  A

lte
rn

a
tiv

e
/h

e
d
g
e
d
 s

tra
te

g
ie

s
 a

re
 n

o
t a

p
p
ro

p
ria

te
 fo

r 
a
ll in

v
e
s
to

rs
.  A

 s
h
o
rt s

a
le

s
 s

tra
te

g
y in

c
lu

d
e
s
 th

e
 ris

k
 o

f lo
s
s
 d

u
e
 to

a
n
 in

c
re

a
s
e
 in

 th
e
 m

a
rk

e
t v

a
lu

e
 o

f b
o
rro

w
e
d
 s

e
c
u
ritie

s
.  S

u
c
h
 a

 s
tra

te
g

y m
a

y
 b

e
 

c
o
m

b
in

e
d
 w

ith
 p

u
rc

h
a
s
in

g
 lo

n
g
 p

o
s
itio

n
s
 in

 a
n
 a

tte
m

p
t to

 im
p
ro

v
e
 p

o
rtfo

lio
 p

e
rfo

rm
a
n
c
e
.  A

 s
h
o
rt s

a
le

s
 s

tra
te

g
y m

a
y re

s
u
lt in

g
re

a
te

r lo
s
s
e
s
 o

r lo
w

e
r p

o
s
itiv

e
 

re
tu

rn
s
 th

a
n
 if th

e
 p

o
rtfo

lio
 h

e
ld

 o
n
ly lo

n
g
 p

o
s
itio

n
s
, a

n
d
 th

e
 p

o
rtfo

lio
�s

 lo
s
s
 o

n
 a

 s
h
o
rt s

a
le

 is
 p

o
te

n
tia

lly u
n
lim

ite
d
.  T

h
e
 u

s
e
 o

f le
v
e
ra

g
e
 c

a
n
 m

a
g
n
ify th

e
 

im
p
a
c
t o

f a
d
v
e
rs

e
 is

s
u
e
r, p

o
litic

a
l, re

g
u
la

to
ry

, m
a

rk
e
t, o

r e
c
o
n
o
m

ic
 d

e
v
e
lo

p
m

e
n
ts

 o
n
 a

 c
o
m

p
a
n

y.  A
 d

e
c
re

a
s
e
 in

 th
e
 c

re
d
it q

u
a
lity o

f a
 h

ig
h
ly le

v
e
ra

g
e
d
 

c
o
m

p
a
n

y c
a
n
 le

a
d
 to

 a
 s

ig
n
ific

a
n
t d

e
c
re

a
s
e
 in

 th
e
 v

a
lu

e
 o

f th
e
 c

o
m

p
a
n

y�s
 s

e
c
u
ritie

s
.  In

 a
 liq

u
id

a
tio

n
 o

r b
a
n
k
ru

p
tc

y, a
 c

o
m

p
a
n

y�s
 c

re
d
ito

rs
 ta

k
e
 p

re
c
e
d
e
n

c
e

 
o
v
e
r th

e
 c

o
m

p
a
n

y�s
 s

to
c
k
h
o
ld

e
rs

.

D
e
riv

a
tiv

e
s

, in
 g

e
n
e
ra

l, in
v
o
lv

e
 s

p
e
c
ia

l ris
k
s
 a

n
d
 c

o
s
ts

 th
a
t m

a
y re

s
u
lt in

 lo
s
s
e
s
. 

T
h
e
 s

u
c
c
e
s
s
fu

l u
s
e
 o

f d
e
riv

a
tiv

e
s
 re

q
u
ire

s
 s

o
p
h
is

tic
a
te

d
 m

a
n
a
g
e
m

e
n
t, in

 
o
rd

e
r 

to
 

m
a
n
a

g
e
 

a
n
d
 

a
n

a
lyz

e
 

d
e
riv

a
tiv

e
s
 

tra
n
s
a
c
tio

n
s
.

T
h
e
 

p
ric

e
s
 

o
f 

d
e
riv

a
tiv

e
s
 

m
a

y 
m

o
v
e
 

in
 

u
n
e

x
p
e
c
te

d
 

w
a

ys
, 

e
s
p
e
c
ia

lly 
in

 
a
b
n
o
rm

a
l 

m
a
rk

e
t 

c
o
n
d
itio

n
s
.

In
 a

d
d
itio

n
, c

o
rre

la
tio

n
 b

e
tw

e
e
n
 th

e
 p

a
rtic

u
la

r d
e

riv
a
tiv

e
 a

n
d
 a

n
 a

s
s
e
t o

r lia
b
ility o

f th
e

 m
a
n
a
g
e

r m
a

y
 n

o
t b

e
 w

h
a
t th

e
 in

v
e
s
tm

e
n
t m

a
n
a
g
e

r 
e
x
p
e
c
te

d
.

S
o
m

e
 d

e
riv

a
tiv

e
s
 a

re
 "le

v
e
ra

g
e
d
" a

n
d

 th
e
re

fo
re

 m
a

y
 m

a
g
n
ify o

r o
th

e
rw

is
e
 in

c
re

a
s
e
 in

v
e
s
tm

e
n
t lo

s
s
e
s
.

O
th

e
r ris

k
s
 in

c
lu

d
e
 th

e
 p

o
te

n
tia

l in
a
b
ility 

to
 te

rm
in

a
te

 o
r s

e
ll d

e
riv

a
tiv

e
 p

o
s
itio

n
s
, a

s
 a

 re
s
u
lt o

f c
o
u
n
te

rp
a

rty fa
ilu

re
 to

 s
e
ttle

o
r o

th
e
r re

a
s
o

n
s
.  

V
a
lu

e
a
n
d

g
ro

w
th

 in
v
e
s

tin
g

a
ls

o
 c

a
rry ris

k
s
.  V

a
lu

e
 in

v
e
s
tin

g
 in

v
o
lv

e
s
 th

e
 ris

k
th

a
t th

e
 m

a
rk

e
t m

a
y
 n

o
t re

c
o
g
n
iz

e
 th

a
t s

e
c
u
ritie

s
 a

re
 u

n
d
e
rv

a
lu

e
d
 a

n
d

 th
e

y 
m

a
y n

o
t a

p
p
re

c
ia

te
 a

s
 a

n
tic

ip
a
te

d
.  G

ro
w

th
 in

v
e
s
tin

g
 d

o
e
s
 n

o
t g

u
a

ra
n
te

e
 a

 p
ro

fit o
r e

lim
in

a
te

 ris
k
.  T

h
e
 s

to
c
k
s
 o

f th
e
s
e
 c

o
m

p
a
n
ie

s
 c

a
n
 h

a
v
e
 re

la
tiv

e
ly

 h
ig

h
 

v
a
lu

a
tio

n
s
.  B

e
c
a
u
s
e
 o

f th
e
s
e
 h

ig
h
 v

a
lu

a
tio

n
s
, a

n
 in

v
e
s
tm

e
n
t in

 a
 g

ro
w

th
 s

to
c
k
 c

a
n
 b

e
 m

o
re

 ris
k
y th

a
n
 a

n
 in

v
e
s
tm

e
n
t in

 a
 c

o
m

p
a
n

y w
ith

 m
o
re

 m
o
d
e
s
t g

ro
w

th
 

e
x
p
e
c
ta

tio
n
s
.

In
te

rn
a
tio

n
a
l s

e
c
u

ritie
s

m
a

y
 c

a
rry a

d
d
itio

n
a
l ris

k
s
, in

c
lu

d
in

g
 fo

re
ig

n
 e

c
o
n
o

m
ic

, p
o
litic

a
l, m

o
n
e
ta

ry a
n
d
/o

r le
g
a
l fa

c
to

rs
, c

h
a
n

g
in

g
 c

u
rre

n
c
y e

x
c
h
a
n

g
e
 ra

te
s
, 

fo
re

ig
n
 ta

x
e
s
 a

n
d
 d

iffe
re

n
c
e
s
 in

 fin
a
n
c
ia

l a
n
d
 a

c
c
o

u
n
tin

g
 s

ta
n
d
a
rd

s
. In

te
rn

a
tio

n
a
l in

v
e
s
tin

g
 m

a
y
 n

o
t b

e
 fo

r e
v
e
ry

o
n
e
. T

h
e
s
e
 ris

k
s
 m

a
y b

e
 m

a
g
n
ifie

d
 in

 
e
m

e
rg

in
g

 m
a
rk

e
ts

.
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S
m

a
ll-

a
n

d
 m

id
-

c
a
p

ita
liz

a
tio

n
c
o
m

p
a
n
ie

s
 m

a
y la

c
k
 th

e
 fin

a
n
c
ia

l re
s
o
u
rc

e
s
, p

ro
d

u
c
t d

iv
e
rs

ific
a
tio

n
 a

n
d
 c

o
m

p
e
titiv

e
 s

tre
n
g
th

s
 o

f la
rg

e
r c

o
m

p
a
n
ie

s
. T

h
e
 

s
e
c
u
ritie

s
 o

f s
m

a
ll c

a
p
ita

liz
a
tio

n
 c

o
m

p
a
n
ie

s
 m

a
y n

o
t tra

d
e
 a

s
 re

a
d
ily

 a
s
, a

n
d
 b

e
 s

u
b
je

c
t to

 h
ig

h
e
r v

o
la

tility th
a
n
, th

o
s
e
 o

f la
rg

e
r, m

o
re

 e
s
ta

b
lis

h
e
d
 c

o
m

p
a
n
ie

s
.  

N
o

 T
a

x
 A

d
v
ic

e
M

o
rg

a
n
 S

ta
n
le

y S
m

ith
 B

a
rn

e
y L

L
C

, its
 a

ffilia
te

s
 a

n
d

 M
o
rg

a
n
 S

ta
n
le

y F
in

a
n
c
ia

l A
d
v
is

o
rs

 d
o
 n

o
t p

ro
v
id

e
 le

g
a
l o

r ta
x
 a

d
v
ic

e
.  E

a
c
h
 c

lie
n
t s

h
o
u
ld

 a
lw

a
ys

 c
o
n
s
u
lt 

h
is

/h
e
r p

e
rs

o
n
a
l ta

x
 a

n
d
/o

r le
g
a
l a

d
v
is

o
r fo

r in
fo

rm
a
tio

n
 c

o
n
c
e
rn

in
g
 h

is
/h

e
r in

d
iv

id
u
a
l s

itu
a
tio

n
 a

n
d
 to

 le
a
rn

 a
b
o
u
t a

n
y p

o
te

n
tia

l ta
x
 o

r o
th

e
r im

p
lic

a
tio

n
s
 th

a
t 

m
a

y re
s
u
lt fro

m
 a

c
tin

g
 o

n
 a

 p
a
rtic

u
la

r re
c
o
m

m
e
n
d

a
tio

n
.

If a
n

y in
v
e
s
tm

e
n
ts

in
 th

is
 re

p
o
rt a

re
 d

e
s
c
rib

e
d
 a

s
 �ta

x
 fre

e
�, th

e
 in

c
o
m

e
 fro

m
 th

e
s
e
 in

v
e
s
tm

e
n
ts

 m
a
y b

e
 s

u
b
je

c
t to

 s
ta

te
 a

n
d
 lo

c
a
l ta

x
e
s
 a

n
d
 (if

a
p
p
lic

a
b
le

) th
e

 
fe

d
e
ra

l A
lte

rn
a
tiv

e
 M

in
im

u
m

 T
a
x
.  R

e
a
liz

e
d
 c

a
p
ita

l g
a
in

s
 o

n
 th

e
s
e
 in

v
e
s
tm

e
n
ts

 m
a

y b
e
 s

u
b
je

c
t to

 fe
d
e
ra

l, s
ta

te
 a

n
d
 lo

c
a
l c

a
p
ita

l g
a
in

s
 ta

x
.  

C
o

n
flic

ts
 o

f In
te

re
s
t

G
IM

A
�s

 g
o
a
l is

 to
 p

ro
v
id

e
 p

ro
fe

s
s
io

n
a
l, o

b
je

c
tiv

e
 e

v
a
lu

a
tio

n
s
 in

 s
u
p
p
o
rt o

f th
e
 M

o
rg

a
n
 S

ta
n
le

y W
e

a
lth

 M
a
n
a
g
e
m

e
n

t in
v
e
s
tm

e
n
t a

d
v
is

o
ry

 p
ro

g
ra

m
s
.  W

e
 h

a
v
e

 
p
o
lic

ie
s
 a

n
d
 p

ro
c
e
d
u
re

s
 to

 h
e
lp

 u
s
 m

e
e
t th

is
 g

o
a
l.  H

o
w

e
v
e
r, o

u
r b

u
s
in

e
s
s
 is

 s
u
b
je

c
t to

 v
a
rio

u
s
 c

o
n
flic

ts
 o

f in
te

re
s
t.  F

o
r e

x
a
m

p
le

, id
e
a

s
 a

n
d
 s

u
g
g
e
s
tio

n
s
 fo

r 
w

h
ic

h
 in

v
e
s
tm

e
n

t p
ro

d
u
c
ts

 s
h
o
u
ld

 b
e
 e

v
a
lu

a
te

d
 b

y G
IM

A
 c

o
m

e
 fro

m
 a

 v
a
rie

ty
 o

f s
o
u
rc

e
s
, in

c
lu

d
in

g
 o

u
r M

o
rg

a
n
 S

ta
n
le

y W
e
a
lth

 M
a
n
a
g
e
m

e
n
t F

in
a
n
c
ia

l 
A

d
v
is

o
rs

 a
n
d
 th

e
ir d

ire
c
t o

r in
d
ire

c
t m

a
n
a
g
e
rs

, a
n

d
 o

th
e
r b

u
s
in

e
s
s
 p

e
rs

o
n
s
 w

ith
in

 M
o
rg

a
n
 S

ta
n
le

y
 W

e
a
lth

 M
a
n
a
g
e

m
e
n
t o

r its
 a

ffilia
te

s
.  S

u
c
h
 p

e
rs

o
n
s
 m

a
y
 

h
a
v
e
 a

n
 o

n
g
o
in

g
 b

u
s
in

e
s
s
 re

la
tio

n
s
h
ip

 w
ith

 c
e
rta

in
 in

v
e
s
tm

e
n
t m

a
n
a
g
e
rs

 o
r m

u
tu

a
l fu

n
d
 c

o
m

p
a
n
ie

s
 w

h
e
re

b
y
 th

e
y, M

o
rg

a
n
 S

ta
n
le

y W
e
a
lth

 M
a
n
a
g
e

m
e
n
t o

r 
its

 a
ffilia

te
s
 re

c
e
iv

e
 c

o
m

p
e
n
s
a
tio

n
 fro
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April 26, 2016   
 
Re:   Update on Private Advisors Stable Value Fund, Ltd., PA Stable Value Fund, Ltd., and Private Advisors Stable Value 

ERISA Fund, Ltd.   
 
Dear Partners: 
 
After 18 years, Private Advisors (or the “Firm”) has made the difficult decision to close our commingled Stable Value funds 
and return capital to investors. We are deeply disappointed in Stable Value’s recent underperformance and that we have not 
met  clients’  return  expectations. What  also  concerns  us  is  that  our  loyal  partners will  not  benefit  from  Stable  Value’s 
diversifying characteristics in the next market downturn. We believe unprecedented central bank stimulus has overshadowed 
the  real near‐term possibility of  such a correction. With  that  in mind, we are unwilling  to  jeopardize our clients’  trust by 
altering our portfolio construction methodology to chase performance. The remainder of this letter provides insight into the 
decision‐making framework guiding Stable Value’s closure, as well as, an overview of the liquidation process. 

Current Environment 
Hedge funds have underperformed  investor expectations amidst a challenging market backdrop  influenced by  interest rate 
uncertainty, regulatory reform, and macro volatility.  Stable Value has underperformed HFOF peers due to  its conservative 
mandate,  defensive  positioning,  and  exposure  to  challenged  strategies  (in  particular  “event‐driven”  strategies). We  have 
remained disciplined  in our  investment approach. However, our  theses  related  to  rising  interest  rates, divergent monetary 
policy, and credit market turmoil have been slow to materialize. As a result, performance has  lagged, and during Q1 2016 
Stable Value experienced ~40% redemptions. Net of these redemptions, Stable Value had ~$660 million of remaining assets. 

Decision to Close Stable Value 
After  extensive  deliberation, we  concluded  that  the  investment  exposure  in  the  residual  portfolios would  have  changed 
meaningfully. Also, remaining investors would have been subjected to heightened ownership concentration. While we could 
have continued managing  the Stable Value  funds, absent  future cash  flows, we would not have been able  to achieve  the 
asset allocation we desired. In the interest of treating all Stable Value clients equitably, the Board of Directors of each of the 
Stable Value Funds, on the advice of the investment manager, has decided that proactively winding down the funds was the 
most appropriate and transparent approach. We will be conducting compulsory redemptions for all fund  investors with the 
first to occur in June 2016 irrespective of previously submitted redemption requests. In doing so, voluntary redemptions are 
being  suspended  immediately.  This  letter  serves  as  notice  of  both  the  compulsory  redemptions  and  the  immediate 
suspension of voluntary redemptions. 

Liquidity Implications 
The table below outlines the expected schedule by which capital will be returned to investors. Our team will actively manage 
the wind down process and our goal is return capital as quickly and efficiently as possible. We will proactively communicate 
our progress throughout the liquidation. Effective June 30th, the funds will not charge management or performance fees.  
 

Date 
Private Advisors  
Stable Value  
Fund, Ltd. 

PA  
Stable Value  
Fund, Ltd. 

Private Advisors  
Stable Value  

ERISA Fund, Ltd. 
6/30/2016  43%  43%  48% 
12/31/2016  67%  67%  72% 
6/30/2017  83%  83%  87% 
12/31/2017  89%  89%  93% 
12/31/2018  96%  96%  97% 

After 12/31/2018  100%  100%  100% 

Outlook 
We maintain our  thesis  that  thoughtfully constructed hedge  fund portfolios can serve as a valuable  replacement  for  fixed 
income if accessed via the appropriate fund structure. The Firm plans on continuing to offer this investment strategy through 
separately managed accounts and remains committed to its hedge fund business. Recognizing that the market environment 
for low volatility diversified strategies has been incredibly challenging, we are confident that our seasoned team positions us 
well to capitalize on future opportunities that will arise. 
 
Thank you for your support of Private Advisors. We appreciate your partnership and are fortunate to be stewards of your 
capital. As always, please do not hesitate to contact our Investor Relations Team at 804‐433‐1230 with any questions. 
 
Sincerely, 

   
Private Advisors LLC 



Mix 1 Current Mix 2 Mix 3

Target

Expected Return 4.9% 5.5% 5.4% 5.7%

Risk 10.3% 10.6% 10.5% 10.7%

Sharpe Ratio 0.30% 0.35% 0.34% 0.36%

Return = 7.75% Actuarial Return + Probability of Loss in Any Given Year 30.8% 29.1% 29.3% 28.7%

0.9% Estimated Fees Probability > 8.65% ROR - Any Given Year 36.4% 39.2% 38.7% 39.9%

Expected Return 8.1% 8.3% 8.3% 8.4%

Risk 9.6% 9.9% 9.8% 10.0%

Sharpe Ratio 0.49% 0.51% 0.50% 0.51%

Return = 7.75% Actuarial Return + Probability of Loss in Any Given Year 20.0% 20.1% 20.1% 20.2%

0.9% Estimated Fees Probability > 8.65% ROR - Any Given Year 47.9% 49.3% 49.0% 49.6%

US Large Cap Value Equities 11.25% 11.25% 11.25% 11.25%

US Large Cap Growth Equities 11.25% 11.25% 11.25% 11.25%

US Large Cap Covered Call Equities 10.00% 10.00% 10.00% 10.00%

Global US Small Cap Value Equities 6.25% 6.25% 6.25% 6.25%

Equities US Small Cap Growth Equities 6.25% 6.25% 6.25% 6.25%

International Value Equities 5.00% 5.00% 5.00% 5.00%

International Growth Equities 5.00% 5.00% 5.00% 5.00%

     Total Equities 55.00% 55.00% 55.00% 55.00%

Fixed US Core Fixed Income 45.00% 27.50% 32.50% 27.50%

Income

     Total Fixed Income 45.00% 27.50% 32.50% 27.50%

Liquid Alternatives Fund of Hedge Funds (FOHF) 10.00% 5.00% 5.00%

     Total More Liquid Alternatives 0.00% 10.00% 5.00% 5.00%

Illiquid Private Real Estate 7.50% 7.50% 12.50%

Alternatives

     Total Illiquid Alternatives 0.00% 7.50% 7.50% 12.50%

TOTAL ASSETS 100.00% 100.00% 100.00% 100.00%

20-Year Secular 
Assumptions

IMPORTANT: The projections and other information generated by the Morgan Stanley Asset Allocation Center regarding the likelihood of various investment outcomes are hypothetical in nature, do not reflect actual investment 
results and are not a guarantee of future results.

City of Port Orange Municipal Police Officers' Retirement Plan
Asset Allocation Analysis 

May 20, 2016

Risk / Return Characteristics

7-Year Strategic 
Assumptions
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