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Your goals and objectives become reality by collaborating with 
us. As your partner, we provide the investment support you need 
to bridge your current needs and future goals.

Your vision, our insight, your success. 



Your Vision 

Whether it is providing scholarships, funding capital improvements, advancing 

communities, offering healthcare, or managing retirement plans, your organization 

has a vision to make a positive difference. Our mission is to provide customized 

investment solutions to assist our clients in achieving their vision through superior 

long-term investment performance and individualized client service.   

Our Insight

Fund Evaluation Group, LLC (FEG), offers customized investment solutions 

that span the spectrum from traditional consulting to fully outsourced Chief 

Investment Officer (CIO) solutions. 

Our professionals reflect our fundamental belief in tenure, track record, teamwork, 

and engaged communication throughout the client experience. As your partners, 

we serve as an extension of your staff, and use our insight to develop actionable 

solutions for you. 

We pair your vision with our insight and measure success by how well a portfolio 

helps fulfill your mission and meets your specific objectives.
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ORGANIZATIONS WE SERVE
Charitable

Community Foundations

Corporations

Family Offices

Financial Intermediaries

Healthcare

Higher Education

Independent Schools

Insurance

Private Foundations

Public Employers

Religious

Taft-Hartley

ASSETS/PLANS
Endowment

Foundation

Funded Depreciation

Operating

Pension

Planned Gifts

Profit Sharing

Quasi-Endowment

Reserves

Trust

401(k) and 403(b)

529

FEG AT A GLANCE

• Independent investment advisory firm—clients come first

• Employee-owned culture promotes long-term stability and 
management excellence 

• Compensation derived solely from clients

• Nationwide client base

• Founded in 1988



 Step 4:  Ongoing Management 
As markets and investors’ needs 

change over time, FEG continually 

monitors portfolios to ensure they 

remain within the desired risk and 

return objectives.

Step 2:  Strategy 
Once goals are solidified, we 

leverage our expertise in asset 

allocation to define a custom 

strategy that is consistent with 

the current market and economic 

environment.

Step 3:  Implementation  
FEG works with you to deliver the investment 

strategy, positioning portfolios to meet goals and 

constraints, selecting and monitoring managers, 

and delivering the right level of service for your 

organization.

Step 1:  Objectives  
FEG initiates the relationship with a deep dive into 

your organization’s mission, governance, structure, 

needs, goals, and objectives, then documents these 

in the Investment Policy Statement (IPS).

Partnering Throughout the Investment Process

FEG believes in partnering with our clients and we do this throughout a carefully defined investment process. There is an integrative 

nature to this process, with numerous feedback loops built into four steps. Each of these segments begins and ends with the client.
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Framing Your Objectives Within the Current Market Environment
We understand and forecast the impact of economic/market conditions on future rates of return. In-house experts explore, 

identify, and comprehend not only the broad trends but also the micro-opportunities presented by an ever-changing  

global financial landscape. This work culminates in our proprietary capital markets assumptions, which inform and define 

our forward-looking market expectations, and our economic updates. These forward-looking expectations and the 

economic environment factor into your organization’s risk-return trade-off, and ability to achieve its objectives. 
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Understanding Your Organization
FEG initiates the relationship with a deep dive into your organization’s 

mission, governance, structure, needs, goals, and objectives, then frames 

these within the current market and economic environment.

Step 1 
Evaluating  
Objectives

1
2

3
4

Sample Exposure Report
Summary of Allocation and Performance

Report For Period Ending December 31, 2013

© 2014 Fund Evaluation Group, LLC
2

Con�dential - For Client Use Only

1 Yr 3 Yr 5 Yr 7 Yr 10 Yr 15 Yr

Standard

Deviation

Sharpe

Ratio

Annualized

Total Fund 15.7% 8.0% 12.5% 4.4% 6.2% 6.8% 18.9% 0.25
Broad Policy Benchmark 13.6 8.6 13.0 4.3 6.1 5.1 15.3 0.29
Target Weighted Benchmark 14.0 8.5 12.6 4.6 6.2 5.3 -  -  
70% MSCI ACWI/ 30% Barclays Global Agg 14.7 7.7 11.8 4.4 6.6 4.9 15.3 0.33

Asset Allocation
Target Current

Global Equity 21.9 9.3 16.0 4.6 7.2 6.8 21.1 0.2765% 70%
MSCI AC World Index 22.8 9.7 14.9 3.7 7.2 4.6 21.1 0.27
Preqin All Private Equity Index 6.3 8.6 9.4 5.3 10.3 --  14.0 0.63

Global Fixed Income 1.7 5.1 6.7 6.8 5.7 --  3.5 1.2120% 22%
Barclays U.S. Aggregate Bond Index -2.0 3.3 4.4 4.9 4.5 5.2 2.8 1.08
Preqin Distressed Index 10.0 8.1 14.4 6.6 11.0 --  18.6 0.51

Real Assets 5.2 3.2 -2.2 -7.8 --  --  21.2 -0.4110% 1%
CPI 1.4 2.0 2.1 2.1 2.4 2.4 -  -  
Blended Index 12.5 7.1 12.7 4.9 10.6 10.2 18.7 0.48

Diversifying Strategies 8.7 5.2 8.2 2.1 --  --  15.2 0.085% 7%
HFRI Fund of Funds Index 8.7 2.4 4.8 1.3 3.4 5.1 10.1 0.18
U.S. T-Bills 0.1 0.1 0.1 0.9 1.5 2.1 1.9 0.00

Liquidity Overview

% of

Market Value Total Fund Max

Liquid (< 30 days) $47,099,973 67% 100%

Semi-Liquid (between 30 days & 2 years) $17,224,779 25% 35%

Illiquid (> 2 years) $5,875,721 8% 40%

Total Fund $70,200,473

Outstanding Commitments $4,120,961 6%  - 
70%

22%

1%
7%

Global Equity

Global Fixed Income

Real Assets

Diversifying Strategies

* Performance returns are net of investment management fees.  Values and returns may include estimates and may be revised after completion of an annual audit by the managers.
* Risk statistics are calculated for the ending 10-year period or the longest time period shown.  Time periods less than three years are not shown as the data is not meaningful.

STRESS CASE LIQUIDITY (75% LIQUID)

• We find that an extended market decline does not create a material liquidity risk, as the 
tf li ld till b 72 7% li idportfolio would still be 72.7% liquid

• The portfolio’s allocation to semi‐liquid and illiquid investments rises from 10% to 27.3%. 
Private Capital rises to 14.2%, while hedge funds increase to 13.1%

• More significant is the decline in market value and the impact to spending:• More significant is the decline in market value and the impact to spending:

– The portfolio falls to $37.8 million in total market value

– Spending falls from $3.9 million to $2.9 million while increasing to a 7.1% effective 
spending ratespending rate

100%

Projected Portfolio Liquidity
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Current Year 1 Year 2 Year 3  Year 4 Year 5

CLIENT ASSESSMENT TOOLSKey issues we investigate during the evaluation stage include:

• How much risk is allowable to achieve your return objective?

• How much liquidity can your organization forgo to gain 

additional investment opportunities?

• Over what areas of the portfolio do you wish to retain 

decision-making authority (i.e., discretion)?

• What are the conditions and boundaries of our relationship, 

such as a mandate for socially responsible investing (SRI), 

donor designated restrictions, or bond covenants?

Because of FEG’s proficiency working with boards, we are skilled 

at aligning return needs with ability and willingness to take 

risk. We have a suite of tools available to assist in this process 

including client assessments, risk and liquidity analyses, and 

portfolio modeling.



Step 1
Solidifying 
Objectives 
in the IPS
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Items Frequently Included in an IPS
• 	Fiduciary responsibility of all stakeholders and a statement defining  

the prudence with which all decisions will be made

•  Role of the board, investment committee, staff, investment managers,  
and investment advisor

•  Spending policy or actuarial liability

•  Institution’s required return objectives

•  Asset allocation targets and ranges developed to help achieve return objectives

•  Asset category rationales

•  Rebalancing guidelines

•  Policy on use of active and passive management

•   Performance and risk benchmarks for the  
overall portfolio and individual managers

•  Manager guidelines and restrictions

•  Mission related / social guidelines

• Unique circumstances

•   Acknowledgement section where all fiduciaries attest to these policies

FEG has facilitated the development of and revisions to hundreds of Investment Policy Statements. We offer a disciplined 

process for evaluating existing statements during annual reviews. Additionally, we provide guidance when the 

expectations set forth in the IPS are unrealistic within the context of current market conditions.

  

 

 

 

 
 
 
 
XYZ Endowment/Foundation Fund   (~100% Liquid) 

INVESTMENT POLICY ST ATEMENT 
 

 

 

CONTENTS 

O V E R V I E W    

D E F I N I T I O N  O F  D U T I E S   

O B J E C T I V E S     

P E R F O R M A N C E  M E A S U R E M E N T   

G U I D E L I N E S / R E S T R I C T I O N S    

A C K N O W L E D G E M E N T    

  

DATE 

INVESTMENT POLICY STATEMENT

Solidifying Objectives in the IPS
The Investment Policy Statement (IPS) establishes expectations and 

is a powerful tool to assist in communications between the board, 

investment committee, staff, investment managers, and investment 

advisor. A well-written IPS will also provide new committee members 

with an understanding of the organization’s investment objectives 

and how it intends to meet those objectives.  
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Integrated Approach to Asset Allocation, Diversification, and Risk Management
FEG’s industry-leading research on portfolio construction strives to provide sustainable diversification within your risk/

reward profile. FEG dedicates considerable resources to our internally developed and verified asset allocation analysis. 

Our asset allocation framework is diversified by portfolio role and drivers of risk, and not by number of asset classes. FEG 

focuses on four global asset categories, and recommends additional diversification be sought within each category.

Portfolio Construction Leaders
Our approach builds on Modern Portfolio Theory while addressing some of its shortcomings in handling risk. Through 

understanding and diversifying the sources of risk, we believe an investor can better minimize the impact of risk 

and enhance portfolio performance. Additionally, FEG seeks to add value by utilizing active, structured, and passive 

solutions for both asset allocation and manager selection. 

Global Equity Total Return   Stock Market
(stocks, private equity, long/short hedge funds)  

Global Fixed Income and Credit Equity Risk Mitigation    Rising Rates and/or Credit Downgrades
(bonds, bank loans, credit hedge funds) and Total Return 

Real Assets In�ation Protection and Total Return De�ation
(real estate, natural resources, commodities) 

Diversifying Strategies Diversi�cation and Total Return  Active Management
(absolute return hedge funds, trading strategies)

Asset Categories Role Risk

Step 2 
Developing  
a Strategy

Investment Philosophy
Once we understand your organization’s unique objectives and 

investment personality, we develop (or assess) a customized strategy 

based on our four-part investment philosophy: 

1. Investment decisions should be made with a long-term perspective

2.  Portfolios should be constructed to achieve diversification by  
global risk factors

3. Valuation considerations should drive investment decisions

4. Skillful active management has the potential to add value

1
2

3
4
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FEG Provides a Total Portfolio Perspective
Evaluating a manager is only a starting point. We also give careful consideration to how that manager fits contextually 

within the whole portfolio, and how the current market impacts manager correlations. Assessing managers in isolation 

is like looking at a single piece of a puzzle. A complementary nature is critical for a total portfolio perspective.
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Manager Research – Not Just Performance 
Our research capability features a database that tracks over 350,000 manager and product combinations, encompassing 

traditional asset classes as well as alternative strategies. Experienced analysts scour this list to identify select managers 

to further assess. This multi-faceted assessment – developed over more than 28 years – features both qualitative and 

quantitative methodologies in search of six key tenets:

•  CONVICTION – Managers demonstrate a strong belief in their investment philosophy; they are willing to put
investment decisions ahead of business decisions; and they invest alongside of clients.

•  CONSISTENCY – Managers possess a stable organizational structure and their actions are consistent with their
investment philosophy and process.

• PRAGMATISM – Managers understand their core strengths and have the ability to capitalize and sustain their
competitive edge.

• INVESTMENT CULTURE – Managers possess a strong ethical foundation and culture that pervade across the
organization; they are passionate about investing; and they have a proper organizational compensation structure.

• RISK CONTROL – Managers are not blind risk takers, but risk conscious; they acknowledge mistakes; and they
provide robust and effective risk mitigation.

• ACTIVE RETURN – Managers are able to identify and profit from investment opportunities and demonstrate
a successful track record.

FEG arms clients with detailed 
manager assessments to aid in 
the manager selection process.

Step 3 
Implementation

Putting Investment Strategy to Work
FEG partners with you to put the investment strategy to work, 

structuring a portfolio that meets goals and constraints, selecting 

and monitoring managers, and delivering the right level of service for 

your organization.

1
2

3
4

MANAGER FACT SHEET

Fund Evaluation Group, LLC | www.feg.com
201 East Fifth Street | Suite 1600 | Cincinnati, Ohio 45202 | Detroit | Indianapolis

CONFIDENTIAL –  NOT FOR REDISTRIBUTIONOther investment vehicles or classes may be available. Terms, performance, and portfolio characteristics may differ.

ARTISAN EMERGING MARKETS
ARTISAN PARTNERS, LP EMERGING MARKETS ALL CAP

M A N A G E R   S U M M A R Y
Artisan Partners Limited Partnership (Artisan) is an independent Milwaukee-
based investment firm that manages equity portfolios primarily for 
institutional investors.  The firm was founded in 1994 by Andrew A. Ziegler 
and his wife, Carlene M. Ziegler.  Artisan is controlled by the employee 
partners with equity ownership shared broadly among the firm’s 
professionals and a minority of the firm traded publicly on the NASDAQ 
exchange.

Artisan is a multi-strategy investment firm operating as a collection of 
boutique investment managers.  Each investment team offers a distinct 
investment approach and maintains its own research capabilities.  In addition 
to its portfolio management teams, Artisan has a business management team 
led by senior professionals with experience in administration and compliance, 
mutual fund distribution, and institutional client service.  The presence of the 
business management team allows the firm’s investment professionals to 
focus on portfolio management, while ensuring a stable business operation.  
Resource allocation is a key function of the management team and is 
expected to help provide the foundation, alignment, and development of 
each team and the strategies they manage.

S T R A T E G Y   S U M M A R Y
Artisan employs a fundamental research process to construct a diversified 
portfolio of emerging market companies, focusing on identifying companies 
that are priced at a discount relative to the team’s sustainable earnings 
estimate. The investment process focuses on three core elements: 
sustainable earnings, valuation, and risk analysis (especially in the context of 
country risk). The team seeks to identify emerging market companies that are 
uniquely positioned to benefit from that growth potential and possess a 
sustainable global competitive advantage that can assist in weathering 
challenging economic environments. The manager believes that over the 
long-term, a stock’s price is directly related to the company’s sustainable 
earnings, which is determined based upon financial and business analysis. 
The team engages in this comprehensive research process for each potential 
holding in the portfolio. Maria Negrete-Gruson is most critical to the team as 
the portfolio manager. She provides oversight of the analysts, challenges new 
portfolio ideas, and controls portfolio construction. She regularly reviews 
countries and sectors with the analyst team. Ms. Negrete-Gruson makes the 
final decision on all buy and sell transactions in the portfolio.

F E G ' S S I X - T E N E T P E R S P E C T I V E
CONVICTION / Artisan typically has significant positions in non-
benchmark and smaller cap emerging market equities. All positions in 
benchmark stocks are overweight or 0% positions, as the manager 
does not believe in holding benchmark names simply for exposure. 
Each member of the team has made substantial personal investments 
in the strategy.

CONSISTENCY / The group was lifted out of DuPont by Artisan in 
March 2006, therefore many members of the team have worked 
together for several years, both at Artisan and DuPont Capital 
Management. The manager has employed the same strategy at both 
firms, as the investment philosophy and process remained consistent 
with the move to Artisan.

PRAGMATISM / The team demonstrates pragmatism, as the team has 
the advantage of continuity that has provided them with strong 
communication, consistency, and experience augmented with a 
rigorous investment process. Additionally, the team’s structure focuses 
the analysts on regions and sectors where they have relevant 
experience and expertise.

INVESTMENT CULTURE / The team has suffered no personnel turnover 
since establishing the investment strategy and most are partners with 
the firm. As a result of building the process at DuPont and working 
closely together for many years, the team operates with close 
communication on investment ideas. Sector and regional coverage 
further lends itself to collaboration between the analysts.

RISK CONTROLS / The team uses a defined process to incorporate 
country risk into the bottom-up valuation work on each stock. The 
country risk assessment ensures consideration of macroeconomic 
issues that could impact investments. The manager limits exposures to 
stocks with low trading volume to manage the liquidity of the portfolio.

ACTIVE RETURN / Artisan is expected to have a return profile that is 
very different from the benchmark and will have periods of 
underperformance because of the significant number of non-
benchmark holdings. Despite the significant allocation differences, 
Artisan historically had market-like volatility.

PRODUCT DETAILS

Vehicle Minimum Fee Ticker Liquidity Status
Mutual Fund $1,000,000 1.18% APHEX Daily Open
Separate Account $50,000,000 0.90% Daily Open

ASSETS UNDER MANAGEMENT

AUM ($M)
Firm $112,041.0M
Strategy $1,237.0M

KEY PEOPLE
Maria Negrete-Gruson - Managing Director, Portfolio Manager

LOCATION
Artisan Partners, LP
875 East Wisconsin Avenue, Suite 800
Milwaukee, WI 53202

RESEARCH REPORT

CONFIDENTIAL – NOT FOR REDISTRIBUTION

1

FEG Manager Research Report

GGV Capital V, LP
Private Equity – Venture Capital

GGV Capital
2494 Sand Hill Road, Suite 100

  Menlo Park, CA 94025
www.ggvc.com

G. Scott Tabor     March 2014
Summary / Recommendation

GGV Capital (“GGV”) is an independently-owned, multi-stage venture capital firm that primarily invests in late or expansion stage 
technology companies in the U.S. and China.  GGV is forming GGV Capital V, LP (“GGV V”), a $600 million closed-end fund to 
target investment opportunities in the Internet, mobile, software as a service (“SaaS”), and cloud computing technology sectors. GGV 
V will primarily focus on Series B, C, and D financing rounds, but has the flexibility to invest with earlier stage companies depending 
on market conditions. GGV was founded in 2000 and today includes more than 20 professionals across offices in Menlo Park and
Shanghai.  The firm targets businesses with proven technologies or products that have the potential to become category leaders in a 
growing scalable market. Post-investment, GGV’s unified investment team works together to drive value creation through geographic 
expansion, product development, marketing, and distribution across both key markets. As of December 31, 2013, the firm managed
$1.6 billion of aggregate capital commitments.

FEG recommends GGV V based on the team’s proven ability to generate attractive returns across both the U.S. and Chinese venture 
capital sectors from a single fund.  GGV was among the first venture firms to include China in their investment platform and is one of 
the few who include their China strategy as part of their flagship fund.  GGV V is led by a cohesive senior investment team that 
includes three partners who were on the 2013 Forbes Midas list:  Jenny Lee, Glenn Solomon, and Hans Tung.  Collectively, the six 
Managing Partners have more than 75 years of relevant venture capital experience.  The firm’s collaborative approach to sourcing, 
evaluating, and managing investments is a competitive advantage.  As of December 2013, two of the firm’s three seasoned funds are 
top quartile performers based on net IRR. All three seasoned funds are top quartile performers based on net ROI. The team’s large 
financial commitment to GGV V demonstrates their conviction and dedication to the strategy.

The following is a summary analysis of GGV V in the context of the six investment tenets of FEG’s investment philosophy:    

 Conviction – The general partner (“GP”) is expected to commit $25 million, or roughly 5% of the target fund size.  This is 
significantly larger than the 2% industry standard.  GGV V will accept up to $600 million in commitments, consistent with 
recent predecessor funds, in the face of twice that in demand.  This discipline in fund size demonstrates the firm is not asset 
gathering, but focused on generating attractive returns.

 Consistency – GGV’s cross-boarder investment team has not deviated from its core strategy since inception. The firm 
continues to execute its single fund/one team approach to multi-stage venture capital investing.  GGV is led by an 
experienced, cohesive team of six Managing Partners who have worked together at GGV for an average of six years.  Five of
the six Managing Partners have been with the firm since 2008. Hans Tung recently joined GGV as Managing Partner after
nearly six years with Qiming Venture Partners (“Qiming”).  At Qiming, Tung was responsible for the firm’s early investment
in Xiamoi, a Chinese handset maker that was most recently valued at $10 billion.

 Pragmatism – GGV’s competitive advantage is the team’s collaborative approach to investing across the U.S. and China
with significant resources on the ground in each location.  This approach provides GGV with the flexibility to rotate out of 
overpriced sectors of the market and find the best opportunities regardless of geography.  GGV offers U.S.-based companies
an in-depth view on developments in China and serves as a value-add to China-based companies because of their knowledge



Clients Choose From a Spectrum of Services
FEG offers a spectrum of services for partnering with our clients.  

Your service depends on your individual needs and resources,  

and can range from a hands-on, traditional consulting approach  

to a delegated, fully outsourced CIO approach. 

Step 3  
Implementation
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FEG’S SPECTRUM OF SERVICES

TRADITIONAL CONSULTING

Client Retains Investment Discretion

FULLY OUTSOURCED CIO

Client Delegates Investment Discretion

Clients can customize their level of investment discretion 

based on what works best for their organization. Questions 

to consider include: How much time, resources, and 

expertise do staff and committee members have to devote  

to the investment process? Does your organization have an 

adaptive structure that can make timely decisions? What are  

the priorities of the investment committee and board members?

1
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3
4

Regardless of where your institution falls along that spectrum, all clients engage in the same collaborative four-step 

investment process, with FEG serving as a fiduciary with the mission of helping you achieve your desired investment 

results and risk management objectives.
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Fully Outsourced CIO
A fully outsourced relationship, or OCIO, is ideal for organizations that want to be involved in policy decisions, while 

outsourcing the portfolio construction, selection of money managers, day-to-day implementation, and rebalancing to our 

team of dedicated investment professionals.

1 1

For more on how FEG works 
with clients, visit our website 
at www.feg.com.

TRADITIONAL CONSULTING FULLY OUTSOURCED CIO

TRADITIONAL CONSULTING FULLY OUTSOURCED CIO

TRADITIONAL CONSULTING FULLY OUTSOURCED CIO
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Traditional Consulting
A consulting relationship is best suited for organizations that have trustees and staff members, with the resources 

and expertise, who want to be actively involved throughout the implementation process. The client retains full discretion 

over the portfolio, with FEG providing asset allocation strategy, manager recommendations and evaluations, education,  

and reporting.

Hybrid Solutions
A hybrid solution best matches clients that would like to retain discretion, but lack the resources to implement some 

portion of the investment process. This can take any number of forms. For example, a client may elect traditional  

consulting services for their equity portfolio, but then fully outsource their alternative strategies to FEG. Or, a consulting 

client may authorize FEG to coordinate the implementation of their investment decisions while maintaining  

a non-discretionary relationship.  
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No End Points – Only Continuous Connections
As markets and investors’ needs change over time, FEG 

continually monitors portfolios to ensure they remain within  

the desired risk and return objectives.

Step 4 
Ongoing 
Management

1
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3
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MONITOR MANAGERS 

FEG monitors managers not only 

for appropriate due diligence, but 

also as a source of market color, 

providing insight on potential risks 

and opportunities.

MONITOR CAPITAL MARKET

FEG provides clients with proprietary 

capital market assumptions. Broad 

asset category risk and return 

profiles are adjusted annually, while 

fundamentals, valuations, and market 

sentiments are analyzed and discussed 

formally on a monthly basis. 

MONITOR PORTFOLIO ASSET 
ALLOCATIONS AND RISKS

FEG works with committee and staff to 

monitor asset allocation and risks. Utilizing 

both quantitative and qualitative measures, 

FEG assesses risk and return not only for 

individual investments and asset categories, 

but brings this back to a total portfolio 

perspective. This is important because risk 

unique to a specific investment – known as 

unsystematic risk – can be diversified away.
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Educational Materials and Communications
FEG regularly shares our research and analysis with boards, investment committees, and staff. To facilitate timely decision-making, 

FEG offers clients individualized online client portals where key individuals can access performance reports, portfolio strategy, 

manager reports, publications, webinars, and other materials about the economy and markets.

2014 FEG
INVESTMENT FORUM

CINCINNATI, OH  SEPTEMBER 23-24, 2014

This year’s speaker line-up includes:

LAURENCE FINK
Chairman and CEO /

BlackRock, Inc.

ROBERT GATES,  
PH.D.

Former U.S.  
Secretary

of Defense 

DANIEL OCH
Founder and CEO /

Och-Ziff Capital
Management Group

LAVAUGHN HENRY,  
PH.D. 

Vice President and  
Senior Regional Officer /

Federal Reserve Bank  
of Cleveland 

SAUMIL PARIKH
Managing Director /

PIMCO

JAMES PAULSEN,  
PH.D.

Chief Investment  
Strategist / Wells Capital  

Management

R E G I S T R AT I O N 

 O P E N !
Investment Forum 

This event, held every 18 months, attracts leading industry speakers to share 

their thoughts with clients, advisors, and invited guests. Past speakers have 

included Mohamed El-Erian, Dan Fuss, James Grant, T. Boone Pickens, David 

Rubenstein, Jeremy Siegel, Byron Wien, and Sam Zell.
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By the end of the year, global economies appeared to be improving, with talk of recession dissipating in most 
countries. Developed countries saw modest, yet positive GDP growth; while emerging markets enjoyed rela-
tively high growth rates, yet lower than recent years. The unemployment rate in the U.S. fell to 6.7%, but 
much of the decline was due to the falling labor participation rate. Home prices rose throughout the country, 
as the S&P/Case-Shiller U.S. National Home Price Index gained over 11% year-to-date through November.1 
Despite notable improvements in the economy, risks still remain, as the labor markets are still weak, GDP 
growth has not been as robust as previous recoveries, and many worry how the economy will respond when 
government stimulus measures are reduced.

With the U.S. economy improving, the Federal Reserve announced on December 18 it would begin tapering 
its asset purchases in 2014. In previous Research Reviews, we commented on “not fighting the Fed” and how 
central bank policies influenced markets. We have also discussed whether markets were “risk-on” or “risk-
off”. In “risk-on” markets, equities and credit investments generally perform well, while core fixed income 
investments do not. Likewise, in “risk-off” markets, equity and credit prices generally fall, while bonds rally. 
Clearly, 2013 was a “risk-on” year in most markets, as developed equity markets posted outstanding returns, 
while Treasuries and other interest rate sensitive bonds realized negative returns. 

Investors should temper their 
U.S. equity return expectations.
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FEG’s monthly newsletter provides economic and market commentary. We also offer education 

about strategies, including alternative investments, and current investment topics and trends.
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In the U.S., the capital markets continued to exude strength. Public stock markets hit record highs, interest 
rates remained (artificially) near record lows, and credit was aggressively priced. This environment benefitted 
private capital, as investors seek to exit or recapitalize maturing companies via the public markets, but also 
fueled increased purchase price multiples and pushed the use of leverage higher in large buyout transactions. 

Undoubtedly, the private capital markets have matured over the past decade. Capital targeted for private 
capital asset classes has come from many corners. Public pensions and the growing base of sovereign 
wealth funds have targeted significant dollars to private funds. A recent survey indicated that roughly 90% 
of investors planned to maintain or increase their allocations to private funds.1 In addition, despite news of 
Yale’s reduced target allocation to private equity, from 35% to 31%, endowments and foundations continued 
to be significant investors in private funds.2 As noted in later sections of this report, new commitments to 
both venture capital and buyout funds remained below pre-financial crises levels and there is evidence of 
consolidation in the industry. The number of active funds in venture capital continued to decline while the 
average fund size increased. Large funds are raising larger funds to accommodate large investors. Maturation 
and consolidation has impacted the standard set of terms and conditions negotiated for private partnerships. 
Terms and conditions involve three critical areas: financial incentives, governance, and transparency. Our Focus 
Topic, authored by senior research analyst, Scott Tabor, highlights key trends around the financial incentives as 
defined in limited partnership agreements. 

Active exit markets have allowed venture funds to climb 
out of a lost  decade while freewheeling credit markets 

have offered buyout funds ample financial flexibility.
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Private Capital Review

FEG’s quarterly newsletter provides commentary and topical issues specific to private capital. 
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Fourth Quarter 2013 – Market Overview

1a© 2014 Fund Evaluation Group, LLC

 The S&P 500 Index gained 10.5% for the quarter and 32.4% for the year. 

 The Barclays U.S. Aggregate Bond Index declined 0.1% for the quarter 
and 2.0% for the year.  Treasury returns were negative for the quarter (-
0.7%), while high yield bonds gained 3.6%.  High yield returned 7.4% for 
the year.

 International developed market equities gained 5.7% for the quarter and 
22.8% for the trailing 12-months in U.S. dollars amid appreciation of the 
U.S. dollar against major currencies.  In local currencies, developed 
market equities returned 6.4% for the quarter and 26.9% for the year.  

 Emerging market equities gained 1.8% in U.S. dollars (+3.0% local) for 
the quarter, but declined 2.6% in U.S. dollars (+3.4% local) for past 12-
months.  

 U.S. REITs declined 0.2% for the quarter, but gained 2.9% for 2013.

 Crude oil dropped to below $100 per barrel early in the quarter, trading in 
the $90 - $100 range for most of the quarter before ending the year with a 
price of approximately $98 per barrel.Data Sources:  Standard & Poor’s and Barclays

Data Sources:  MSCI Barra and Russell
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Market Summary 

FEG provides clients with in-depth assessment of market landscape by asset class.  
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FEG Managed Portfolios 
Quarterly Webinar 

 

 

 
Michael J. Oyster, CFA 
Managing Principal /  
Portfolio Strategist 
Fund Evaluation Group, LLC 

 

Save to your Calendar: 
February 12, 2014 
11:00 am 

Webinar: Insightful Perspectives on 
2013 and Positioning for 2014 

Fund Evaluation Group, LLC (FEG) invites you to join the fourth 
quarter FEG Managed Portfolios Institutional Webinar on Wednesday, 
February 12, 2014. 

Michael Oyster, Portfolio Strategist, will review FEG Managed 
Portfolios results and portfolio positioning in the current market, 
including:  

 Why quantitative easing in 2013 boosted the U.S. stock 
market, which posted tremendous returns.   

 Stock valuations have become stretched beyond historical 
averages, and bonds had a terrible year.  

 What can we expect in 2014 and beyond as quantitative 
easing is set to end?  

 Where can attractive values be found, and should we abandon 
principles of diversification?  

Date: Wednesday, February 12, 2014 
Time: 11:00 am 

Join via Web 

1. Click the link https://feg-events.webex.com/feg-
events/onstage/g.php?t=a&d=669384942 

2. Enter contact information 
3. Click "Join Now" 
4. Enter additional contact information 
5. Follow on-screen instructions 

Join via Phone 

1. Dial toll-free: 1-855-749-4750 
2. Enter access code: 669 384 942 

 

A replay of the webinar will be available on www.feg.com within 48 
hours. 
 
Questions? Contact Molly Meyer via mmeyer@feg.com or 513-977-4400. 

 

 Insight & Education

FEG’s periodic educational papers and webinars on current investment-related topics help 

arm clients with information to make informed investment decisions.

CAPITAL MARKETS OVERVIEW

December 31, 2013
Capital Markets Assumptions

FEG publishes projected returns by asset class. These internally developed projections are vital 

components to the investment process.

Performance Reports

FEG’s proprietary reporting software analyzes portfolio progress with an emphasis on 

functionality, readability, and a client’s fiduciary duty. Understanding the need for accurate 

and timely data, FEG’s reports are available days after quarter-end.

Client Portfolio
Harding Loevner Emerging Markets Fund

Emerging Markets Universe
For Report Periods Ending June 30, 2014
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•  Experienced investment consultants are highly tenured

•  Robust client service teams are available to answer questions and help in any way

•   Dedicated, in-house research teams provide clients with objective advice, investment research, and educational support

Providing a Consistent Voice: 

We serve as an extension of your staff.  For many of our clients, we are their “longest-termed committee member,” providing a steady, 

tenured voice amidst committee turnover.

Building Strong Client Relationships
We view our relationships with clients as collaborative partnerships requiring responsive service and continuous improvement. We 

conduct quarterly satisfaction surveys to determine how well we are meeting our clients’ needs and what additional services we might 

offer. The feedback guides actionable steps for improving our relationships and serves as another stage in our communications loop. 

How Clients Benefit from FEG’s Relationship Support
For more than 28 years FEG has built strong relationships by:

Understanding Your Goals:

We take the time to understand your goals and passion so we can become a champion for your cause. Our extensive experience serving 

a variety of institutional clients provides us with detailed understanding of the challenges you face every day. These challenges include 

inefficient governance models, concerns over peer benchmarking, asset/liability matching for pensions, providing cost effective and 

quality fund menus for plan participants, and enterprise risk. 

Acting as Your Advocate:

To ensure clients’ interests come first, we are structured as an independent, privately-owned firm. We strive to remain impartial and avoid 

conflicts of interest. We never accept monetary compensation from money managers; our compensation comes exclusively from clients.  

Serving as an Extension of Your Staff: 

Our size enables us to make all key players accessible to clients – a true valued added service.

Our dedication to building strong client 
relationships has resulted in a 93% 
annual retention rate.1

1 Based on 7% average client loss from January 1, 2010 to December 31, 2014.
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Interact with Us

We would be pleased to discuss any questions you or others 

in your organization might have – exploring, researching, and 

covering all the bases to help make your job as a fiduciary 

easier and more rewarding, your portfolio more profitable, 

and your organization’s vision a reality.

We invite you to find out more about the 

objectives we can achieve together.

Please call 513.977.4400, email  

information@feg.com, or visit www.feg.com

W W W. F E G . C O M

Visit our Website: 
We invite you to learn more about us by visiting  

our website, www.feg.com 

• Determine what services might be right for your 
specific type of organization  

•   Learn more about what FEG’s consulting  
and OCIO solutions include 

•  Meet investment professionals

• Explore upcoming conferences and webinars

•  Access our research reports and educational 
materials

Submit a Contact Form:
Let us know what you are interested in and how we 

can contact you. Contact forms are available on our 

website at www.feg.com/contact_us.php

Request a Meeting: 
Please feel free to email us at information@feg.com or 

call 513.977.4400 to request a meeting. 

Download a Blank RFP Template:  
If you are considering issuing a Request for Proposal 

(RFP), we have an RFP template on our website.
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201 East Fif th St.  /  Suite 1600  /  Cincinnati, Ohio 45202  /  P: 513.977.4400  /  F:  513.977.4430

C I N C I N N A T I    /    D E T R O I T    /    I N D I A N A P O L I S   

w w w . f e g . c o m

 i n f o r m a t i o n @ f e g . c o m

Fund Evaluation Group, LLC (FEG), a 
federally registered investment adviser 
under the Investment Advisers Act of 
1940, as amended, providing non-
discretionary and discretionary 
investment advice to its clients on an 
individual basis.  Registration as an 
investment adviser does not imply a 
certain level of skill or training. The 
oral and written communications of 
an adviser provide you with 
information about which you 
determine to hire or retain an 
adviser. Fund Evaluation Group, 
LLC, Form ADV Part 2A & 2B can 
be obtained by written request 
directed to: Fund Evaluation 
Group, LLC, 201 East Fifth 
Street, Suite 1600, Cincinnati, 
OH 45202 Attention: 
Compliance Department. 
Neither the information 
nor any opinion expressed 
in this report constitutes 
an offer, or an invitation 
to make an offer, to buy 
or sell any securities.
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Together—with your vision and our insight—we can partner to build your success.


