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Evaluating Mutual Funds

There are four primary factors we evaluate when
selecting the mutual fund for the pension plans.

Mutual Fund Company and Investment Manager
Performance track record and volatility of returns.

Quantitative Analysis of the Investment
Approach.

Expense Ratio and Sales Charge.
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Number Crunching

To select the best funds, we combine the the S&P
Micropal service with Bloomberg Financial

We generate lists of funds in five core categories
that are ranked among the top of each category
according to S&P Micropal.

The categories are selected to represent different
asset classes. Investing In a variety of asset
classes can help insulate a portfolio from market
volatility.

We analyze volatility relative to the benchmark (as
measured by Standard Deviation and Beta), as well
as portfolio correlation coefficients.




Mutual Fund Structures

* Mutual Funds are pooled investments
 Managed by an investment manager
e Custodied and valued separately by fund

» Sales, valuation, and management costs are
reflected in Net Asset Value (NAV) of the fund

« Performance Is reported after these fees




Segregated Plans

* For pension plans in excess of $10 million
trustees can elect a segregated fund

» Segregated assets are held in separate accounts
e They can have a lower overall cost structure

* [nvestment management can be tailored to specific
Investment objectives

 Various investment managers can be used for
different segregated accounts.




Additional Features

« Segregated Plans can be designed to meet the
needs of sponsoring employers and their employees

» Segregated Plans can offer other features

e Life policies with immediate death benefits for
members or employers, depending on how its
structured

e Structured Investments can be a feature that can
offer minimum performance guarantees




Basic Building Blocks

To put your retirement house Iin order, you need to
use the right building blocks.

If you focus on only one type of investment, the
foundation may not be sound or stable.

Some of the basic building blocks are Stocks,
Bonds, and Money Market investments.

The way they are combined and the amount of
each, will affect how big the retirement amount will
be and how solid it is to market changes.




Stocks

« A stock is certificate of ownership for a small part of a
company. It is referred to as “equity”. A share of stock
IS traded on a stock exchange, which makes it easy to

buy or sell.

* The value of stock goes up or down, depending on the
earnings of the company and the strength of the stock

market. Stocks are consid
might be down when you

e On the other hand, the va

ered risky because the value
olan to sell them.

ue of stock has the chance

to increase greatly in value. This opportunity for growth
offers the chance for a greater return on investment

than bonds.




Bonds

A bond is a loan to the company. In turn they pay you

Interest on that

loan. Bonds are bought or sold through

iInvestment companies in $1,000 units.

 Bonds have a d
repaid. Thisist
amount Is paid
than stocks.

ate when the amount of the loan is
ne maturity date. Because the loan

pack, bonds are considered less risky

e Sometimes bonds are sold before they mature. If the
Interest rate in the market changes, the value of the
bond may change. It will go down when interest rates
rise and go up in price when the interest rates drop.




Money Market

 The term “Money Market” refers to an investment
that is very short term. It will be government or
corporate debt. It carries little risk, because it Is
short-term and is of high credit quality.

 Money Markets do not offer any protection against
Inflation and the return on investment is very low.
They are a good place to place your money when

you are deciding the best plan for your long-term
Investment plan.




Broader Diversification

« Larger pension plans can diversify further

e Typical plans cover the asset categories of stock,
bonds, & money market

 Further sub-sections can be utilized, such as:
Small Cap, Growth and Value Funds

* Plans may also consider asset classes including:
Real Estate, Commodities, Alternative Investments

e These additions are not correlated to the core
holdings and significantly reduce volatility.




Better Risk Control

 Broader diversification means lower overall
volatility for your investments

 We examine the correlation amongst the
suggested asset classes

* We also test risk-adjusted returns for the risk-
profiles, as affected by differing funds

« We continually monitor the performance of the
asset classes and potential changes




Customized Platforms

We offer the widest array of mutual funds, competitive
pricing, and a personalized approach for your
company.

» Life-Cycle Investment Guidance

 Payments made directly to fund company

* Design the fund mix based on parameters
Including:

Plan size

~unding amount & frequency

RISk profile of employees




Life Cycles

Life Cycle | for Young Single Adults

Investment Features

Growth: Heavy emphasis on growth for long-term capital appreciation.
Income: No income required at this time. It should be reinvested.
Volatility: A small amount in bonds and money market to temper volatility.
Liquidity: If liquidated, principal might be less than original investment.

Life Cycle lll for People with Children

Investment Features

Growth: Focus is still on growth to build capital with some bonds.
Income: Portfolio will generate some income for during this stage.
Volatility: Volatility will still be more moderate due to bond holdings
Liquidity: Access to funds will require timing to avoid market downturns.

Investment Features

Growth: Growth is only important for gaining an edge against inflation.
Income: The bulk will be invested for generation of retirement income.
Volatility: Less volatility in this allocation model due to bond holdings.

Liquidity: Most of the investment should be readily available for use.

Asset Allocation
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