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CHINA RISING Concerns about China

exposure include:

U.S. - CHINA
TRADE TENSION
22%
o of Endowments & CORPORATE GOVERNANCE
79 /o & F dati ISSUES AND WEAK
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have investment
exposure to China 19%
DECLINING ECONOMIC
Despite GROWTH
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809% A 18%
of E&Fs have no plans to ﬁ fNR%VEmé%UDr\EITB;YLEVELS
change their exposure to China ‘

NEPC'’s Take...

China is the world’s second largest economy (by 2019 GDP). It's no surprise that
most investors have exposure to China. Endowments and Foundations typically
have a long-term perspective on investments. So we would expect most to stay
the course despite trade and other concerns.
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100% -
90% - What is your portfolio's exposure to China?
80% -
70% -
60% - 56%
50%
40%
30%
20%
10%
0%
Dedicated China- only Investing in China via a China-focused Private Other (please specify) We have no direct
investment strategy (e.g. broad Emerging Markets Equity or Private Debt exposure to China
China A-Shares) strategy strategy

NEPC'’s Take...

MSCI added China to the EM Index in 2018, so most investors already have
exposure to China via public markets. NEPC believes that the most compelling
opportunities in China today may be in Venture Capital. We have been active
with our research in this area — and have worked closely with our Endowment
and Foundation clients to explore these opportunities.
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tensions growth governance issues bubble throughout the specify)
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NEPC's Take...

Investors seem to view China/U.S. trade tensions as a temporary matter or a
manageable risk. When looking at weaker investor protections in China and
governance issues, Endowments and Foundations seem to have made the same
calculation that U.S. businesses have made: the opportunity is too compelling.
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100% ~
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decisive political economic growth than US certain global culture market
leadership policies markets technology manufacturing
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NEPC's Take...

Speaking of investment opportunity... Despite its size, China’s economy has
grown faster than all other economies in recent years. So while it is a large
market, in many ways it continues to develop as a service-oriented economy. As
a result, China certainly has the potential for higher growth compared to other
markets.
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100%

80% - _ _

What is your total exposure to Hedge Funds / Marketable Alternatives?
60% -
40% - 34%
23%
20% - 14% 14% 14%
0%
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0% 1% -5% 6% - 10% 11% - 20% 21% - 50% Greater than 50%

PERSPECTIVES ON HEDGE FUNDS TODAY

Exposure trends

v 37% ¥ 219, P 86%
HAVE DECREASED THEIR PLAN TO DECREASE WILL MAINTAIN SOME
EXPOSURE IN THE EXPOSURE WITHIN THE LEVEL OF EXPOSURE
LAST YEAR NEXT YEAR

NEPC's Take...

Mark Twain is believed to have said: “"The reports of my death are greatly
exaggerated.” The same may be said of Hedge Funds. However, we have seen an
evolution in how Endowments and Foundations are using these strategies. And,
as a direct result, investors have “right-sized” their exposure to Hedge Funds to
better align with their expectations for these investments.
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100% ~
80% - Have you changed your exposure to Hedge Funds/Marketable Alternatives

within the past year?
60% -

49%

40% - 37%
20% 14%

oo | .

Yes - increased Yes - decreased

NEPC's Take...

“There are lies, damn lies, and statistics.” Yes, 37% of Endowments and
Foundations reported a decrease in their Hedge Fund exposure. And that’s often
the story one hears in the media. However, 49% reported no change whatsoever.
And 14% had actually increased their exposure to Hedge Funds within the past
year. In our view, Endowments and Foundations have recalibrated and seem to
have reached an equilibrium point with Hedge Funds. Some will continue to
reduce exposure; others will do the opposite.

—3 |



FALL 2019 NEPC ENDOWMENT & FOUNDATION SURVEY

100% -~
90% -
800 If you have decreased your Hedge Fund exposure, where have you
? redeployed that money?
70% -
60% -
50% -+
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30% -
20% 4 149 20% 17% 17%
° 11% 9%
0% | _ | o W e
Domestic  International Emerging Fixed Income Private Real Cash Opportunistic Other
Equities Equities Markets Equity/Credit Estate/Real Investments
Equities Assets

NEPC's Take...

The wide range of responses here makes sense to us. Endowments and
Foundations expect their Hedge Funds to provide something different and
valuable. Investors generally want lower-cost ways to access broad market
exposure.
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100%
90% -
80% - Where do Hedge Funds primarily reside in your portfolio?
70% -
60% -
50% -
40% -
30% -
20% - oo 14%

10% - ’

Within a dedicated allocation Within allocations to other asset Both in a dedicated allocation We have no exposure to Hedge

(Hedge Fund/Marketable classes (e.g. Long/Short Equity and within other asset classes Funds/Marketable Alternatives
Alternatives/Total Return) falls within an Equity allocation)

60%

17%

NEPC's Take...

Investor expectations for Hedge Funds may have changed. However,
Endowments and Foundations generally have maintained a "Hedge Fund”
category within an overall portfolio structure / asset allocation.
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PERSPECTIVES ON HEDGE FUNDS TODAY

Why do E&Fs invest in

Greatest pain points
hedge funds?

250/0 HIGH FEES

189/ LIQUIDITY

RISK
MITIGATION

ABSOLUTE
RETURNS

0/ TRANSPARENCY
18% OTHER

NEPC's Take...

Why do Endowments and Foundations invest in Hedge Funds? How about “All of
the Above”? Survey respondents overwhelmingly cited risk mitigation as their
primary rationale. However, in our experience, many Endowments and
Foundations expect Hedge Funds to deliver risk mitigation while also delivering
compelling absolute returns.

This dovetails nicely with survey responses to the “pain points” question. High
fees remain a bugaboo for everyone. And if you're paying high fees, you tend to
expect a lot in exchange.
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Which types of Hedge Funds / Marketable Alternatives do you
invest in? (select all that apply)
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Do you expect to increase your exposure to any of the following
Hedge Funds / Marketable Alternatives strategies in the next 12
months? (select all that apply)
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Which do you consider the biggest challenges when investing in
Hedge Funds / Marketable Alternatives? (select all that apply)
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Which Hedge Fund / Marketable Alternative strategies do you
think will generate the highest returns over the next 3-5 years?
(select all that apply)
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Have you added exposure to any of these Hedge Fund / Marketable
Alternative strategies within the past year? (select all that apply)
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Do you plan to change your overall exposure to Hedge Funds /
Marketable Alternatives in the next 12 months?

100% -
90% -
80% -

70% -

64%

60% -

50% -~

40% -

30% -

20% -

10% -
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Plan to increase it Plan to increase it Plan to maintain current Plan to decrease it Plan to decrease it
substantially modestly exposure modestly substantially
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Which of the following poses the greatest threat to your investment
performance in the near term?

100% -

90% -

80% -

70% -

60% -

o/, -

50% 46%

40% -~

30% -

23%
20% -~
14%
9%

o/, -

10% 6%

]
0% 0% 0% 0% 0% 0%

0% - . . . . . . . . . . —
Slowdown  Falling Potential Federal Concerns Trade Wars Brexit Increased Geopolitics Global Global Other
in global interest military reserve in frequency and inflation  deflation
growth rates conflict action emerging of natural  political

markets disasters uncertainty
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Which of the following best describes your current market outlook?

100% -
90% -
80% - 74%
70% -
60% -
50% -
40% -
30% -

20% -
11% 11%

10% -
3%
0% - I 4

We believe recession fears are We believe that the economy is We expect a recession within  We believe a recession is likely

overhyped and have made no in late cycle and there are still the next 18-24 months and in the next 6-12 months and
adjustments to our portfolio's return to be made in the short- have modestly adjusted our have significantly reduced our
risk exposure. term, so we have not portfolio's risk exposure in portfolio's risk exposure.
significantly adjusted our preparation.

portfolio's risk exposure.
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100%

90%

80%

70%

60%

50%

40%

30%

20%

10%

0%

37%

14%

< $250 million

20%

$251 million - $500 million

What is the asset size of your Endowment / Foundation?

29%

$500 million - $1 billion

1 B

> $1 billion
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Which of the following best describes your not-for-profit affiliation?

100% -
90% -
80% -
70% -
60% -
50% -
40% - 37%
30% -
20% -

10% -

0%

0% -

Educational Private Foundation Public Charity Healthcare Other Not-For-Profit I am not affiliated
Institution Organization with a Not-For-Profit

Organization
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INFORMATION DISCLAIMER

Past performance is no guarantee of future results.

The opinions presented herein represent the good faith views of NEPC
as of the date of this report and are subject to change at any time.

Data used to prepare this report was obtained directly from the
survey participants. While NEPC has exercised reasonable
professional care in preparing this report, we cannot guarantee the
accuracy of all source information contained within.

This report may contain confidential or proprietary information and is
intended only for the designated recipient(s). If you are not a
designated recipient, you may not copy or distribute this document.

22



	Slide Number 1
	Fall 2019 NEPC Endowment & Foundation Survey
	Slide Number 3
	Fall 2019 NEPC Endowment & Foundation Survey
	Fall 2019 NEPC Endowment & Foundation Survey
	Fall 2019 NEPC Endowment & Foundation Survey
	Fall 2019 NEPC Endowment & Foundation Survey
	Fall 2019 NEPC Endowment & Foundation Survey
	Fall 2019 NEPC Endowment & Foundation Survey
	Fall 2019 NEPC Endowment & Foundation Survey
	Appendix�(additional Data)
	Fall 2019 NEPC Endowment & Foundation Survey
	Fall 2019 NEPC Endowment & Foundation Survey
	Fall 2019 NEPC Endowment & Foundation Survey
	Fall 2019 NEPC Endowment & Foundation Survey
	Fall 2019 NEPC Endowment & Foundation Survey
	Fall 2019 NEPC Endowment & Foundation Survey
	Fall 2019 NEPC Endowment & Foundation Survey
	Fall 2019 NEPC Endowment & Foundation Survey
	Fall 2019 NEPC Endowment & Foundation Survey
	Fall 2019 NEPC Endowment & Foundation Survey
	Information Disclaimer


<<

  /ASCII85EncodePages false

  /AllowTransparency false

  /AutoPositionEPSFiles true

  /AutoRotatePages /All

  /Binding /Left

  /CalGrayProfile (Dot Gain 20%)

  /CalRGBProfile (sRGB IEC61966-2.1)

  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)

  /sRGBProfile (sRGB IEC61966-2.1)

  /CannotEmbedFontPolicy /Error

  /CompatibilityLevel 1.6

  /CompressObjects /Tags

  /CompressPages true

  /ConvertImagesToIndexed true

  /PassThroughJPEGImages true

  /CreateJobTicket false

  /DefaultRenderingIntent /Default

  /DetectBlends true

  /DetectCurves 0.0000

  /ColorConversionStrategy /LeaveColorUnchanged

  /DoThumbnails false

  /EmbedAllFonts true

  /EmbedOpenType false

  /ParseICCProfilesInComments true

  /EmbedJobOptions true

  /DSCReportingLevel 0

  /EmitDSCWarnings false

  /EndPage -1

  /ImageMemory 1048576

  /LockDistillerParams false

  /MaxSubsetPct 100

  /Optimize true

  /OPM 1

  /ParseDSCComments true

  /ParseDSCCommentsForDocInfo true

  /PreserveCopyPage true

  /PreserveDICMYKValues true

  /PreserveEPSInfo true

  /PreserveFlatness true

  /PreserveHalftoneInfo false

  /PreserveOPIComments true

  /PreserveOverprintSettings true

  /StartPage 1

  /SubsetFonts true

  /TransferFunctionInfo /Apply

  /UCRandBGInfo /Preserve

  /UsePrologue false

  /ColorSettingsFile ()

  /AlwaysEmbed [ true

  ]

  /NeverEmbed [ true

  ]

  /AntiAliasColorImages false

  /CropColorImages true

  /ColorImageMinResolution 300

  /ColorImageMinResolutionPolicy /OK

  /DownsampleColorImages true

  /ColorImageDownsampleType /Bicubic

  /ColorImageResolution 200

  /ColorImageDepth 8

  /ColorImageMinDownsampleDepth 1

  /ColorImageDownsampleThreshold 1.75000

  /EncodeColorImages true

  /ColorImageFilter /FlateEncode

  /AutoFilterColorImages false

  /ColorImageAutoFilterStrategy /JPEG

  /ColorACSImageDict <<

    /QFactor 0.76

    /HSamples [2 1 1 2] /VSamples [2 1 1 2]

  >>

  /ColorImageDict <<

    /QFactor 0.15

    /HSamples [1 1 1 1] /VSamples [1 1 1 1]

  >>

  /JPEG2000ColorACSImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 30

  >>

  /JPEG2000ColorImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 30

  >>

  /AntiAliasGrayImages false

  /CropGrayImages true

  /GrayImageMinResolution 300

  /GrayImageMinResolutionPolicy /OK

  /DownsampleGrayImages true

  /GrayImageDownsampleType /Bicubic

  /GrayImageResolution 300

  /GrayImageDepth 8

  /GrayImageMinDownsampleDepth 2

  /GrayImageDownsampleThreshold 1.50000

  /EncodeGrayImages true

  /GrayImageFilter /FlateEncode

  /AutoFilterGrayImages false

  /GrayImageAutoFilterStrategy /JPEG

  /GrayACSImageDict <<

    /QFactor 0.76

    /HSamples [2 1 1 2] /VSamples [2 1 1 2]

  >>

  /GrayImageDict <<

    /QFactor 0.15

    /HSamples [1 1 1 1] /VSamples [1 1 1 1]

  >>

  /JPEG2000GrayACSImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 30

  >>

  /JPEG2000GrayImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 30

  >>

  /AntiAliasMonoImages false

  /CropMonoImages true

  /MonoImageMinResolution 1200

  /MonoImageMinResolutionPolicy /OK

  /DownsampleMonoImages true

  /MonoImageDownsampleType /Bicubic

  /MonoImageResolution 1200

  /MonoImageDepth -1

  /MonoImageDownsampleThreshold 1.50000

  /EncodeMonoImages true

  /MonoImageFilter /CCITTFaxEncode

  /MonoImageDict <<

    /K -1

  >>

  /AllowPSXObjects false

  /CheckCompliance [

    /None

  ]

  /PDFX1aCheck false

  /PDFX3Check false

  /PDFXCompliantPDFOnly false

  /PDFXNoTrimBoxError true

  /PDFXTrimBoxToMediaBoxOffset [

    0.00000

    0.00000

    0.00000

    0.00000

  ]

  /PDFXSetBleedBoxToMediaBox true

  /PDFXBleedBoxToTrimBoxOffset [

    0.00000

    0.00000

    0.00000

    0.00000

  ]

  /PDFXOutputIntentProfile (None)

  /PDFXOutputConditionIdentifier ()

  /PDFXOutputCondition ()

  /PDFXRegistryName ()

  /PDFXTrapped /False



  /CreateJDFFile false

  /Description <<



    /BGR <>

    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000410064006f006200650020005000440046002065876863900275284e8e9ad88d2891cf76845370524d53705237300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>

    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef69069752865bc9ad854c18cea76845370524d5370523786557406300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>

    /CZE <>

    /DAN <>

    /DEU <>

    /ESP <>

    /ETI <>

    /FRA <>

    /GRE <>



    /HRV (Za stvaranje Adobe PDF dokumenata najpogodnijih za visokokvalitetni ispis prije tiskanja koristite ove postavke.  Stvoreni PDF dokumenti mogu se otvoriti Acrobat i Adobe Reader 5.0 i kasnijim verzijama.)

    /HUN <>

    /ITA <>

    /JPN <FEFF9ad854c18cea306a30d730ea30d730ec30b951fa529b7528002000410064006f0062006500200050004400460020658766f8306e4f5c6210306b4f7f75283057307e305930023053306e8a2d5b9a30674f5c62103055308c305f0020005000440046002030d530a130a430eb306f3001004100630072006f0062006100740020304a30883073002000410064006f00620065002000520065006100640065007200200035002e003000204ee5964d3067958b304f30533068304c3067304d307e305930023053306e8a2d5b9a306b306f30d530a930f330c8306e57cb30818fbc307f304c5fc59808306730593002>

    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020ace0d488c9c80020c2dcd5d80020c778c1c4c5d00020ac00c7a50020c801d569d55c002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>

    /LTH <>

    /LVI <>

    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken die zijn geoptimaliseerd voor prepress-afdrukken van hoge kwaliteit. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)

    /NOR <>

    /POL <>

    /PTB <>

    /RUM <>

    /RUS <>

    /SKY <>

    /SLV <>

    /SUO <>

    /SVE <>

    /TUR <>

    /UKR <>

    /ENU (Use these settings to create Adobe PDF documents best suited for high-quality prepress printing.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)

  >>

  /Namespace [

    (Adobe)

    (Common)

    (1.0)

  ]

  /OtherNamespaces [

    <<

      /AsReaderSpreads false

      /CropImagesToFrames true

      /ErrorControl /WarnAndContinue

      /FlattenerIgnoreSpreadOverrides false

      /IncludeGuidesGrids false

      /IncludeNonPrinting false

      /IncludeSlug false

      /Namespace [

        (Adobe)

        (InDesign)

        (4.0)

      ]

      /OmitPlacedBitmaps false

      /OmitPlacedEPS false

      /OmitPlacedPDF false

      /SimulateOverprint /Legacy

    >>

    <<

      /AddBleedMarks false

      /AddColorBars false

      /AddCropMarks false

      /AddPageInfo false

      /AddRegMarks false

      /ConvertColors /ConvertToCMYK

      /DestinationProfileName ()

      /DestinationProfileSelector /DocumentCMYK

      /Downsample16BitImages true

      /FlattenerPreset <<

        /PresetSelector /MediumResolution

      >>

      /FormElements false

      /GenerateStructure false

      /IncludeBookmarks false

      /IncludeHyperlinks false

      /IncludeInteractive false

      /IncludeLayers false

      /IncludeProfiles false

      /MultimediaHandling /UseObjectSettings

      /Namespace [

        (Adobe)

        (CreativeSuite)

        (2.0)

      ]

      /PDFXOutputIntentProfileSelector /DocumentCMYK

      /PreserveEditing true

      /UntaggedCMYKHandling /LeaveUntagged

      /UntaggedRGBHandling /UseDocumentProfile

      /UseDocumentBleed false

    >>

  ]

>> setdistillerparams

<<

  /HWResolution [600 600]

  /PageSize [612.000 792.000]

>> setpagedevice



