Index

3(c)1 fund, 325

3(c)7 fund, 325

12b-1 fees, 325

reduction, 5

401(k), 179, 186, 234, 325
case study, 17-18

403(b), 14,179, 186,234,325
401(k), contrast, 12-13

case study, 17-18

404(c) plan, 234,236

Absolute returns, 35
strategies, 120-121, 325
Academic research, 93-97
Account
composite, 281
turnover, 266, 272,289
types, 115-116
Accredited investor, 120,325
Accrued income, 325
calculations, 153. See also Fixed-income
investments
Active management, 325
Adams, Greg, 177
Administration, performance, 308-309
Administrative compatibility, 113
ADV. See Form ADV
AIMR-PPS
compliance, 104
standards, 112
Alpha, 110, 152,260, 325. See also Negative alpha;
Positive alpha
derivation, 163
evidence, 107
generators, 132
measurement, 163

Alternative investments,/ 119,239, 325
Analytical software, r2sciisces, 320-322
Anchors, 210
Annual returns
average, 40
impace, 160
Annuahized standard deviation, 145
Annties, 13—15. See also Gift annuities
Albitrage, 325
Arbitrage Pricing Theory (APT), 56,207,325
Arbitrary, rebalancing, 141-142
Arithmetic average returns, 325
Arms production, reduction, 171
Asset allocation, 30, 46, 51,245, 326. See also Hedge
funds of funds
analysis, 92
fluctuation, 144
methodologies, 62
performance, monitoring, 31
rebalancing, 30
Asset management, 107-108
breakdown, 252
Asset-based retainer, 204
Assets
classes, 53, 69, 83, 239
high-yield bonds, correlation, 75
management. See Hedge funds of funds
region, classification, 288
segregation, 209
type classification, 266, 272, 287-288
vehicle type, 266,272,288
Attribution analysis, 160

Back-end loads, 15

Bank of England, 83
Bank of Japan, 83

333



334 INDEX

Barker Report, 23-24
Baseline, 160, 321
Basis point, 108, 326
Bauer, Rob, 177
Behavioral finance, 207, 240, 326
Benchmarks, 110, 153—155. See also Investment;
Managers; Multiple benchmarks; Style
comparison. See Performance
evaluation. See Managers
usage, 154
Bernstein Wealth Management study, 124
Beta, 54,177,260, 326
adjustment, 152
derivation, 163
performance, expectation, 260
Biased expectations, 326
overconfidence, 208—209
Bid-ask spread, 122
Blow-up situation, 122-123
Board-created endowment fund, 220
Bonding requirement, 231
Bonds
funds, maturity, 4
investment, 35
recovery, 5-6
timberland, correlation, 129
yields, inflation risk component, 89
Bottom-up investment strategy, 326
Breakpoint (fees), 326
Bright, Craig B., 23
Broad-based indexes, 155
Broker/dealer, 179, 326
Brokers, 102, 104, 194
Bundled recordkeeper, 326
Bundled services arrangement, 235
Buyout funds, 131
Buy/sell discipline, 277

Call option, 326
Capital
campaigns, 11
gains, 88, 326
inflow, 128
markets, 5-6, 53—54, 82
Capital Asset Pricing Model (CAPM), 207, 326
case study, 54
regression analysis, 55, 57-58
Capitalization, 155
Cap-weighted index, 155
Care, duty, 229
Carve out, 120, 326
Cary,William L., 23
Cash flows, 127
rebalancing, 245

Catholic institutions, money management, 19-20
Central bank, 326
Cents-per-share rate, 113
Certificate of deposit (CD), 13,326
CFA Institute, 323
Charitable endowment funds, legal aspects, 215
CheckFree Investment Services, 160, 322
Citigroup indexes, 86, 156
COBRA. See Consolidated Omnibus Budget
Reconciliation Act
Cofiduciaries, duty, 231
Cognitive dissonance, 210
Commingled accounts, investment guidelines, 48
Commingled funds, 176
Commingled trusts, 116, 326
Committee member questionnaire, 103
Committee questionnaire, sample, 43
Commodity, 326
Commodity Trading Advisors (CTAs), 136, 326
leverage, 137
study, 138
Commonfund, 114=115, 323
Commonfund Iniernational, 114
Communication
impact See Retirement plans
serzices, 311-312
Community development
bank, 326
credit union, 326
loan fund, 326
venture capital fund, 326
Community investing, 170, 174-175, 326
Compensatory damages, 231-232
Completeness fund, 97
analysis, 98
Compliance. See Managers
Composite figures, usage, 112
Composite hedge, performance, 137
Composite information. See U.S. equity
Consolidated Omnibus Budget R econciliation Act
(COBRA), 18
Consultant. See Investment consultant
agreement, 203
fees, 204
interview questions, 203
need, 197
on-site visit, 203
reference questionnaire, 201
usage, 204
Consumer Price Index (CPI), 37, 153—154, 327
changes, 88, 89
Contrarian rebalancing, 327
Contributions, 4, 18—-19
Convexity, usage, 109



Corporate dialogue, 170, 327
Corporate responsibility, encouragement, 171
Correlation, 53—54, 83, 327. See also Standard &
Poor's 500
coefficient, 53-54, 83
Counterparty risk, 134, 327
Credit analysis, 327
Credit risk, 80, 327
Credit spread, 327
risk, 109
Cumulative annualized returns, 146
Currency risk, 327
hedging, 84-86
Currency swaps, 327
Currency swings, 84
Custodian, 327
Custody
costs, 327
fees, 185
services, 183—184

Daily valuation, 327
DALBAR, Inc., 162
Damages. See Compensatory damages
Data
collection, 123—124
manipulation, 105-106
presentation, 157
resources, 319-320
Databases, usage, 112
Deal-killers, 200
Debt instruments, 88
Default losses, 59
Default risk, 73,109, 327
Deferral rates, 16
Defined benefit (DB) pension plar, 190, 327
administration, 180
Defined benefit (DB) plane, 4, 190-191
Defined contribution (DC)
plan, 15-17
retirement plan, 327
Derivative instruments, 134, 327
Derivatives, usage, 135, 280
Deterministic, 327
sense, 53
DiMeo Schneider & Associates. See Frontier
Engineer
Directional strategy, 120, 327
Discretionary investment strategy, 136
Dispersion, 327
Diversification, 90—92. See also Plan; Timberland
benefits, 80, 137
examination, 246
increase, 25-26
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Dividend yield, 177, 327
Document
compliance duty. See Plan documents
findings, 233
Dollar-weighted basis, 152
Dollar-weighted method, 152-153
Dollar-weighted return, 327
Donor funds
legal aspects, 215
legal requirements, 240
Donor-created endowment funds, 217
Donor-created restricted funds, 217
Donor-created restricted gifts, 217
Donors, confidence, 6—7
Dow Jones Industrial Average (DJIA), 154
Downgrade risk, 109
Downside risk, control, 137
Due diligence. See Hedge funds of funds
Duration, 108

Early-round venture capital, 132
Earnings multiples, 3
eASE Datalase, 112
Economigjustice, pursuit, 171
Educatior:
nnact See Retirement plans
services, 311-312
Eficient frontier, 51-52,72,77,91, 327. See also
Two-asset efficient frontier
Efticient Market Hypothesis, 207, 327-328
Embedded optionality, 109
Emerging market debt, 328
Employee Benefits Security Administration
(EBSA), 226
Employee Retirement Income Security Act of
1974 (ERISA), 24,225-227,240, 328
fees, gross, 282283
funds. See Non-ERISA funds
impact, 8, 15,99
responsibility, 151
EnCorr (Ibbotson), 321
Endowed funds, management, 23
Endowment funds, 18, 220. See also Board-created
endowment fund; Donor-created
endowment funds
investing, advice, 217-218
legal requirements, 240
nature, 216
Endowments
board creation, 216217
current status, 22—23
history, 21-22
Environment, protection, 171
Equal-weighted index, 155
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Equitable relief, 231-232
Equity. See Private equity; Structured equity
analysis. See Large-cap equity analysis
sample product. See U.S. equity
Equity-linked notes, 328
ERISA. See Employee Retirement Income
Security Act of 1974
Ethical investing, 169
Euro, 328
Europe Australia and the Far East (EAFE) index,
244-245
European Central Bank, 83
Eurozone, 328
countries, 82
Evaluation benchmarks. See Managers
eVestment Alliance, 112, 160, 319-320
Exclusive benefit rule, 229
Execution strategy, 277-278
Exemptions, identification, 231
Expected return, 53, 328
assumptions, development, 54—60
Expense ratio, 108, 328

Fallen angel, 328
Familiarity, 211
Fat tails. See Kurtosis
Feedback loop, 213
Fees, 240. See also Firm
calculation, table, 274
disclosure, 274
examination, 246
gross, 281-283. See also Gross-of-fee
comparisons
information, 266, 273
monitoring, 235-236
negotiation. See Mutual funds
net, usage. See Net of fees
Festinger, Leon, 210
Fiduciary, 328. See also Functional fiduciary
breaches, penalties, 231-233
identification, 227229
issues. See Retirement funds
liability (limit), prudent procedures, 233236
responsibilities, 99, 236237
short-term decisions, 25
stewardship, 196
Finances, control, 3—4
Financial Accounting Standards Board (FASB), 99
Financial counselors, 104
Financial information, problem, 100
Firm
background, 292, 305
business, 126
conversion, 317

fees, 314-316

information, 287
investments, 312-313
ownership structure, 289
quality/depth, examination, 246
Fitch, credit rating agency, 109
Fixed dollar amount, designation, 36
Fixed percentage band methodology, 142
Fixed retainer fees, 204
Fixed-income instruments, 153
Fixed-income investments, 69, 71
accured income calculations, 153
Fixed-income investors, risk, 108—109
Fixed-income portfolios, 108
Fixed-payment bond, 73
Ford Foundation, 23-24, 114
Foreign bonds
fund, 84
market, 81
Foreign corporate debt, 82-83
Foreign exchange fees, 86
Foreign fixed-incom'» i arkets, experience
(importance), 87
Form 5500, 328
Form ADY 04, 109
Frank T sell Company indexes, 156
Frout er Engineer (DiMeo Schneider &
Associates), 65, 328
Functional fiduciary, 227
Fundraising
challenge, 6
initiatives, 37
Funds
balances, decrease, 37
benefits, 34
fiduciaries, caution, 26
Funds of funds, 121-122. See also Hedge funds of
funds
search, 125126
Futures contracts, 328

General contractor, hiring, 196204
General partners, 328
Geometric average returns, 328
Gift annuities, 191-194
Gifting strategies, 6
Global bond market, government share, 81
Global corporate bond issuance, 82
Global custody capability, 328
Global macro bets, 122
Global problems, 2-3
Globalization, increase, 2
Goal setting. See Investment
exercise, 29-30
inflation, impact, 41
process, 45



Gross-of-fee comparisons, 153
Growth

managers, 155-156, 162
Guerard, Jr., John B., 177
Gultekin, Mustafa N., 177

Harvard College v. Armory, 22,218
Health Insurance Portability and Accountability
Act (HIPAA), 18
Hedge funds, 120-121, 328
indexes, 124
strategies, types, 121
Hedge funds of funds (Hfof), 121-122, 328
asset allocation, 296, 298299
assets, management, 295-296
benefits, 124-125
due diligence, 299-301
fees, 123,303-304
investment, 297—298, 304
leverage, 302, 303
management, RFP, 293-304
manager evaluation, 299-301
organizational considerations, 293-294
product, 294-295, 297
regulatory considerations, 293-294
risk management, 303
strategy allocation process, 298-299
transparency, level, 301-302
Hedged foreign bond/stock indexes, 156
Hedging costs, 87
Herd mentality, 209, 328. See also Managers
Heuristics, 208, 328
Hfof. See Hedge funds of funds
High water mark, 123, 328
Higher education price index (HEFY), 37
High-risk assets, returns, 67
High-yield bonds (junk.bends),; 69,73-78, 156,
328
comparison, 76
correlation. See Assets
history, 73-76
portfolio construction benefits, 76
statistical properties, 76—78
High-yield mutual funds, 76
HIPAA. See Health Insurance Portability and
Accountability Act
Historic dollar value, 222
Historical analysis, 59
Historical portfolios, observations, 145
Historical returns, 90
statistical properties. See Real estate investment
trusts
Holdings-based analysis, 105
Holdings-based style analysis, 94-95
Hospital, problems, 11
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Human life/dignity, promotion, 171
Hurdle return rate, 328

Ibbotson, Roger, 93
Ibbotson Associates, 321-322. See also EnCorr;
Portfolio Strategist
Presentation Materials, 321-322
IBM decision, 202
Iconoclastic position, 98
Impartiality, 196
Incentive fees, 328
Income
gains, 88
recipient, 23
usage, 21
Income only approach, 25
Incubator fund, 328
Index selection, 156
Industry-specific indexes, 156
Inflation
band, example, 38°-3
effects, 41
impact. See.5o.1 setting
increases. /)
risk Hremium, 89, 328—329
Inflatian“protection bond (IPB), 87,90
Tr.flation-indexed bonds, 69, 87, 89-90, 329
Tn orma Investment Solutions, Inc., 320
Information ratio, 110, 260-261
Inputs, precision, 62
Institutional mutual fund, fees (net), 284
Institutional Shareholder Services study, 173
Institutions, aging, 20
Interest rate
country average, 85
decrease, 78
environments, 83—84
fluctuations, 59
risk, 108, 329
Interfaith Center on Corporate Responsibility
(ICCR), 172-173
Internal rate of return (IRR), 152,329
International bonds, 78—-86
opportunity set, 80
International stocks, 114
Investing, legal aspects, 215
Investment. See Alternative investments; Firm
analysis, 259-269. See also Large company
approach, adherence (history), 246
benchmarks, 49
diversification. See Plan
flexibility, 329
funds, selection, 246
goal setting, 29-30, 33
guidelines, 48. See also Managers
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Investment (continued)
management consultant, hiring, 195, 240
managers, 246, 251-258
menu, proposal, 318
objectives, 244—246. See also Managers
options, number, 17
passive approach, 139
philosophy, 110, 254-256. See also Hedge funds
of funds
portfolio, construction, 29
process, 110, 126. See also Hedge funds of funds
professionals, characteristics, 275
program, construction, 29
responsibility, 234
strategy, 67,37, 136,276, 254-256. See also
Discretionary investment strategy; Systematic
investment strategy
styles, 93, 155-156, 239
Investment Company Act, 329
registration, exemption, 48
Investment consultant
advice, 200-201
hiring, 196204
identification, 198
interview, 201-202
responsibilities, 247248
verification, 202
Investment Management Consultants Association
(IMCA), 197,323
Code of Professional Responsibility, 198
Investment policy, 30,45
content, 46
establishment, 233-234
implementation/maintenance, 48
importance, 45-46
socially responsible investing,in:orporation,
178
Investment policy statement (IPS), 45,247,329
language, 48
purpose, 243244
sample, 46—47,243
SRI approach, 178
Investment-grade bonds, 209
returns, 76
value, decrease, 75
Investor. See Process-oriented investor; Structured
investor: Unstructured investor; Suspicious
investor
Investor personality types, 211-212
Investor Responsibility Research Center (IRRC),
172
InvestorForce, Inc., 160,319
IPB. See Inflation protection bond
Irrational exuberance, 149

January eftect, 207
Joint ventures, 292

J.P.Morgan Emerging Markets, 82

Kees, Koedijk, 177
Kurtosis (fat tails), 64,73, 329
excess, 76,78

Land value, increase, 128
Land-based funding source, 21
Large company
growth search, 107
value, 261-269
Large-cap allocation, decrease, 63
Large-cap core manager, 111
Large-cap domestic equities, 147
Large-cap equity analysis, 264265
Large-cap stocks, 76, 108, 152—154
allocation, 64
returns, expectations; 6.2
Large-cap U.S. stockt long run calculation, 64-65
Late trading abuses; 5
Lehman Brothiers indexes, 156—157, 244245
Leverage, 123. 529
levels. S2e Hedge funds of funds
risl- 157-138. See also Private equity
us..ge, 123
Liited partners, 329
Limited partnership, 329
Liquidity
absence, 122—123. See also Timberland
definition, 329
risk, 73. See also Private equity
Long-term capital objectives, 37
Long-term equity returns, 60
Long-term objectives, 34, 45
Long-term timberland returns/volatility, 129
Loyalty, duty, 229
Lumber, value appreciation, 127

Managed futures, 136
Management
consultant, hiring. See Investment
contrast. See Passive management
RFP. See Hedge funds of funds
Managers. See Growth;Value
analysis, 106
benchmarks, evaluation, 249—250
compliance, 257
criteria, minimum, 104, 106—109
evaluation, 154. See also Hedge funds of funds
fees, 138—139
herd mentality, 100-101
interview, 105, 110-111



investment objectives/guidelines, 248-250
objectives, comparison, 158
performance, 101, 257258
professional staft, examination, 253-254
qualitative analysis, 105, 109-110
quantitative screens, 104—106
selection, 30, 46,99, 102—111. See also
Investment
skill, analysis, 161
star system, avoidance, 101-102
style, 96,163
StyleAdvisor analysis, 267269
termination, 46, 166—167, 247
universe comparison, 159
Marked to market, 153
Market
bubbles, 212-213
capitalization, 329. See also Stocks
cycle evaluation, 157
indexes, 155
inefficiencies, 119
portfolio, 54,329
sensitivity, 152
timing abuses, 5
Marketing contact, sample, 287
Market-neutral stance, 120
Markowitz, Harry, 22, 51, 60,213
Markowitz algorithm, 51, 62
usage, 52
Markowitz portfolio optimization process, 65
Master trust administration, 329
Maximum drawdown, 329
Mean variance optimization (MVO), 6. 32%
disadvantages, 62—64
model, usage, 78
Mean-reverting markets, 26
Meeting schedule, 248
Mental accounting, 209
Merrill Lynch indexes, 156
Mezzanine financing, 131, 329
Mid-cap stocks, 108
Mid-cap value fund, 102
Ministerial functions, 228
Mission, defining, 33, 34
Mistrust, environment, 4—5
MLM index fund, 139
Mobius Group, 160, 322
Modern Portfolio Theory (MPT), 22-24, 60-62,73
impact, 76, 162,212,223
Money managers, 102
Money market account, 329
Monte Carlo simulation, 66, 329
Moody's Investors Service, credit rating agency,
109, 156
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Moral anchor, 210
Morgan Stanley indexes, 156
Morningstar, Inc., 319
large-cap growth fund identification, 105
rating, 101-102
Most favored nations, 329
MPT. See Modern Portfolio Theory
Multifactor risk/return model, 106, 107
Multiple benchmarks, 157
Multistrategy fund, 120
Mutual funds, 15-16, 115-116, 329. See also High-
yield mutual funds
contrast. See Separate accounts
fees, negotiation, 116-117
fees (net). See Institutional mutual fund
investment guidelines, 48
selection, 86—87
trading practices, 313-314
MVO. See Mean variance aptimization

Narrow-based index, 155
National Conference of Commissioners on
Uniform State Laws, 24,218
National €cuncir of Real Estate Investment
F:an-iaries (NCREIF), 127,329
‘Timberland Index, 130
Natural disasters. See Timberland
Negative alpha, 260
Negative skew, 71
Nelson's Consultants Directory, 197
Net asset value (NAV), 122
Net of fees, usage, 153
New Frontier Advisors, LLC, 322
Nominal, 329
Nominal bonds, 89
Nominal return, 329
Noncash gifts, 6
Non-ERISA funds, 18
Non-for-profit organization, capital control, 132
Nonprofit organization, need (identification),
195-196
Non-U.S. bonds, 69, 80
managers, requirements, 86
Non-U.S. corporate debt, 81
Normal distribution, 329-330
Normal portfolio, 164
Not-for-profit funds
management, 116
relationship. See Treasury inflation protection
securities
trustees, 111
Not-for-profit health care system, threat, 19
Not-for-profit organizations, perfect storm,
35-36
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O'Dean, Terence, 207
One-off reporting, 13
On-site visit. See Consultant
Operating funds, 18
Opportunity set. See International bonds
Organization
examination, 109
information, 251-252
purpose, 34
Otten, Roger, 177
Outside expert, hiring/monitoring, 234-235
Opverconfidence, 330. See also Biased expectations
Ownership changes, 292

Participant services, 309-311
Participation rates, 16
Passive investable index, 139
Passive management, 330
active management, contrast, 111-112
Pass-through entity, 330
Peer group comparison, 157
Pension Benefit Guaranty Corporation (PBGC),
226
Pensions
plan liabilities, cost, 11
problem, 4
underfunding, 11-12
Percentage band methodologies, 142
Performance. See Managers
attribution, 155
benchmark, comparison, 246
calculations, 152—153
evaluation, 46
examination, 110
impact. See Socially responsible investing
measurement/evaluation, 15!
monitoring, 246-247. Sevwalso Asset allocation;
Timberland
records, 100
reporting, 166
risk, relationship, 246
Personnel, consistency, 108
Plan
documents, compliance duty, 230
fiduciaries, 235
investments, diversification (duty), 230
size, 306-307
sponsor services, 307-308
Plan Sponsor Network, 160, 320
PODS. See Portfolio opportunity distribution sets
Ponzi schemes, occurrence, 212-213
Popular index PODS (PIPODS), 166
Portfolio. See Normal portfolio
analysis, 160
annual return, expectation, 36

composition, 108
data, 101
developments, 164-166
drift, degree, 144
input, 147-149
losses, snakebites, 208
models, construction, 147—-149
rebalancing, 141
risk, 208
volatility, 60
Portfolio construction, 53—54
benefits. See High-yield bonds
examination, 110
methodology, 276277
rules, 164
Portfolio engineer
approach, 143-147
difference, 144—147
disclaimer, 147
premise, 144
radius calculator 148
Portfolio opportunity distribution sets (PODS),
164-166. Sev also Popular index PODS
Portfolio Stiategist (Ibbotson), 321
Positive atnha, 260
PPC /A —5tok Trib, 320
Plice/earnings ratio (P/E), 330
reflection, 3
Pricing differences. See Security positions
Pride, seeking, 211
Principal, preservation, 21
Private equity, 131-134, 330
fees, 132
leverage, risk, 133—134
liquidity risk, 133
performance index. See U.S. private equity
performance index
reporting issues, 134
returns, calculation, 132—133
risks, 133—-134
special situations, 131
Private foundation
restrictions, 215
rules, 222-223
Privately owned real estate, role, 126-127
Probabilistic, 330
sense, 53
Probabilistic optimization models, 65-67, 330
Procedural prudence, 233
Process-oriented investor, 212
Product team description, 274
Professional turnover, 275,290-291
Prohibited Transaction Class Exemption (PTCE),
233
Project basis fees, 204



Property, outright sales, 20
Proxy, 330
appointment, 115
Proxy voting, 46, 115, 170, 330. See also Socially
responsible investing
policy, 247
Prudent expert rule, 18,229

Prudent Investor Act. See Uniform Model Prudent

Investor Act

Prudent Investor Rule. See Restatement of Trusts
of Prudent Investor Rule

Prudent investor standard, 24

Prudent man rule, 215,218

Prudent person rule, 229-230

Prudent steward, 29, 240

Putnam, Samuel, 22

Qualified purchasers, 120
Qualitative analysis. See Managers

Quantitative Analysis of Investor Behavior (QAIB),

162
Quantitative anchor, 210
Quantitative screens. See Managers

Rational investor, 207

Real estate
control, 20
role. See Privately owned real estate
sale/leaseback, 20
values, appraisal, 127

Real estate investment trusts (REITs), 56, 69=71;

239,330

benefits, 126—127
historical returns, statistical propertics, 71-73
long-term investment performance, 70
returns, distribution (Wilshii»), 74
returns/risks, 70
share price premiums, /1
usage, 126—127

Real return, 330

Rebalancing, 46, 86. See also Arbitrage; Asset

allocation; Cash flow; Contrarian rebalancing;

Portfolio
efforts, facilitation, 2627
frequency, 147
methods, 141-143
overlay, 143
strategy, 141
triggering, 146
Recordkeepers, 330. See also Semi-bundled
recordkeeper; Unbundled recordkeeper
usage, 186—188
Record-keeping
performance, 308-309
requirements, 13
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RFP, work plan, 187
Regression analysis, 54, 330
Regret, fear, 211
REITs. See Real estate investment trusts
Religious institutions, considerations, 19-20, 239
Remainderman, 23
Removal. See Trust
Reporting issues. See Private equity
Representativeness, 211
Request For Proposal (RFP), 180-184, 199-200,
305. See also Hedge fund-of-funds
management
modification, 193
work plan. See Record-keeping
Resources, 319
Restatement of Trusts of Prudent Investor Rule,
219
Reestricted funds
legal aspects, 215
nature, 216
Retirement funds, ficuc ary issues, 225
Retirement plans, i5
education/¢on munication, impact, 1618
problers, 11
Returrs. 259. See also Cumulative annualized
etiirns; Expected return; Timberland
ca culation. See Private equity
decomposition method, 59-60, 330
events, contrast, 79
linkage, frequency, 153
objective. See Total return objective
rate. See Rate of return
requirement, 33, 3741
risk, relationship, 76, 78
spread, 94
standard deviations, 53
strategies. See Absolute returns
volatility, 162
Returns-based analysis, 97, 105
Returns-based style analysis, 94-97
Returns-based technology, ancillary uses, 97
REFP. See Request For Proposal
Risk, 137-139. See also Private equity
analysis, 162163
controls, 257
experience, 244-245
factors, 92
indicators, 259
level, 41
management. See Hedge funds of funds
perception, 41
premium, 56-59, 330. See also Small-cap equity
risk premium
reduction, 52
relationship. See Performance
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Risk (continued)
tolerance, understanding, 33, 4142
types, 122-124
Risk-adjusted return, 101,209,212
Risk-free rate, 54, 330
Risk-seeking behavior, 212
R-squared, 56, 259-260, 330
derivation, 163
Russell indexes, 70, 155156, 178, 244-245

Sale/leaseback. See Real estate
Sarbanes-Oxley legislation, 232
Screening process, 276
Sector-specific indexes, 156
Securities and Exchange Commission (SEC)
focus, 5—6
registration, 104
regulations, 133,172
reporting requirements, 116
Securities lending, 330
Security positions, pricing differences, 153
Semibundled plan, 186
Semi-bundled recordkeeper, 331
Senate Finance Committee, review, 5
Separate accounts, 116, 331
investment guidelines, 48
management, 175
mutual funds, contrast, 175-176
selection, 86—87
Settlement date, 331
reporting, contrast. See Trade date
Settlor functions, 227
Shareholders
advocacy, 172-173,331
resolution, 170,331
Sharpe, William, 54, 93, 207
quadratic algorithm, 105
Sharpe ratio, 106, 110, 260,331
measurement, 163
Shefrin, Hersh, 207
Short selling, 330
Short squeeze, 331
Short-term risk, 42
Short-term spending needs, 37
Skewness, 64,331
Slope coefficient, 54
Small-cap equity risk premium, 59
Small-cap product, assets, 108
Small-cap stocks, 69-70, 76, 108
Small-cap value funds, 102
Social investing, 113-114
Social Investment Forum, 169
Social screening, 280

Socially responsible investing (SRI), 169, 239-240,

331

history, 169-170
incorporation. See Investment
performance, impact, 176177
proxy voting, 173-174
screening, 170-172
strategies, 170-175
Soft dollar payments, usage, 6
Software, usage, 147-149
South Sea Company, shares (purchase), 22
Sovereign debt, 80, 87,331
Spending
approaches, 37
methods, 3637
policy, 33-37, 46, 244
Stable value fund, 331
Standard & Poor's 500 (S&P 500), 134,244
correlation, 138
index, 3,42,56, 137,151, 157
monthly returns histogzam, 65
Standard & Poor's (S&I)
BarraValue, 178
credit rating agency, 109, 156
Standard devia-ion, 53,259, 331. See also

Annualized standard deviation; Reeturns; Time

horion
eastirtement, 163
methodology, 142, 143
St.tistics, 259-261
Statutory penalties, 232
Stocks
investment, 35

long run, calculation. See Large-cap U.S. stocks

market capitalization, 108
recovery, 5—6
returns, 35, 40
timberland, correlation, 129
transactions, commissions, 113
StokTrib, 160. See also PPCA—Stok Trib
Stone, Bernell K., 177
Stop loss, 137,331
Stop order, 331
Stops, usage, 137
Structured equity, 134-135
Structured investor, 212. See also Unstructured
investor
Style, 154, 331. See also Investment
advisor, 163, 165
analysis, 160-162
benchmark, 97
drift, 94, 95
reliability, 155
Style-neutral portfolio, 97
Style-neutral posture, 102
Style-specific managers, current state, 98

Style-specific market, 154



Style-specific peer group/universe, 49
Subcontractors, hiring, 30
Substantive prudence, 233
Summary of material modifications (SMM), 237
Summary plan description (SPD), 237
Surrender charge, 13
Survivorship bias, 120, 159, 331

risk, 138
Surz, Ronald J., 164
Suspicious investor, 211-212
Systematic investment strategy, 136
Systematic risk, 331

Table limits, 64
Tactical rebalancing, 142
Target allocation, 30
percentage change, relationship, 142
Tax-qualified investors, 69
Team description, 290. See also Product team
description
Thaler, Richard, 207,210
Third-party administrator (TPA), 331
Third-party service providers, 236
Timberland
active management, 130-131
addition, 127131
benefits, 126128
competitive returns, 127-128
considerations, 130131
correlation. See Bonds; Stocks
diversification, 128
geographic diversification, 130
government intervention, 130
liquidity, absence, 128—129
natural disasters, impact, 129
performance, monitoring, 1 29
price, fluctuations, 129-730
risks, 128—130
volatility, 128. See also Long-term timberland
returns/volatility
Timberland investment management organizations
(TIMOs), 130
Timberland Performance Index (TPI), 130,
331
Time horizon, 64
designation, 33, 42
standard deviation, 59
Time-dependent rebalancing, 142
Time-weighted basis, 152
Time-weighted return, definition, 331
Total return
concept, 88,331
objective, 244
Total return approach, 21, 26,239
disadvantages, 26
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landmarks, 27
reasons, 25—27
Tracking error, 110,261
Trade date, 332
valuation, settlement date reporting (contrast),
153
Trade execution, 113
Trading
costs, reduction, 5—6
policy, 256-257,277-278
Transaction-based fees, 86
Transaction-based values, 127
Transaction-related fees, 191
Transactions
guidelines, 246
prohibition (avoidance), duty, 230-231
weighting, 153
Transparency, 332
absence, 122
Treasury inflation prote-tian securities (TIPS),
87-92,239, 331
Trees
growth, 128
value aprreciadon, 127
Treynar 4o, 332
1eastirtement, 163
Tiust (breaches), removal, 232
Trastee, 332
fees, 185
services, 183—184,313
Turnover, 125. See also Account; Professional
turnover
Two-asset efficient frontier, 61

Unbundled recordkeeper, 186,332
Unhedged foreign stock/bond indexes, 156
Uniform Management of Institutional Funds Act
(UMIFA), 24, 215, 220-222
application, 220
appreciation, appropriation, 222
delegation/standards, 221-222
investment authority, 221-222
Uniform Model Prudent Investor Act, 218-220
Uniform Principal and Income Act, 215
Uniform Prudent Investor Act, 215
Universe comparisons, 157—-160. See also Managers
Unstructured investor, 212
U.S. assets, category, 288
U.S. equity
allocations, 280—281
characteristics, 279
composite information, 285
sample product, 272
stylus charts, 286
U.S. private equity performance index, 133
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Value
investment analysis. See Large company
managers, 155-156
Value expressive investor, 211
Values-based investing, 169
Vendors
provider ratings, 189
reference questions, 192193
search needs assessment, 181
selection, 179—-185, 188—190, 240

Venture capital (VC), 131, 332. See also Early-

round venture capital
fund. See Community development
Venture Economics U.S. Private Equity
Performance index, 133

Vestek, 160, 320

Volatility, 42, 82. See also Portfolio; Returns

Voluntary Fiduciary Correction (VFC) program,
232-233

Wilshire indexes, 244—245
Wrap fee, 13

product, 104,332
Yield spread changes, 59

Zephyr Associates, Inc., 160, 322
Zero-sum game, 136, 332



