President’s Report
By James Haddad, MAPERS President

Happy New Year to everyone. I hope all have had a safe and happy holiday
season. With so much attention given in 2013 to public employee benefits,
the woes of municipal finances, and the Detroit Bankruptcy, I wanted to take
this moment to start the year focusing on the positive things that we, as
MAPERS members and pension board trustees, have accomplished in the past
and look forward to achieving in the future.
MAPERS made a positive long term contribution to the success of public employee pension and healthcare plans with the adoption of changes to Public
Act 314. The considerable efforts of MAPERS members to establish guiding
principles will improve the investment of plan assets, as well as the administration of public plans. The creation of the additional statutory provisions has
provided greater flexibility in the allocation and diversity of plan investments
and will lead to better potential for improved returns. The additional governance changes, such as more detailed annual reporting standards and fee discontinued on page 3

Vice President’s Report
By Greg Simmons, MAPERS Vice President

With the Holiday Season is behind us, and the beginning of 2014, the attack on
public employee defined benefit pensions wages on. Before I go on, I feel obligated to make the following disclaimer: The opinions expressed in this article
are mine and regardless of my standing as the current Vice-President, my opinions in no way reflect the opinions of MAPERS as an organization, the other
members of the MAPERS Board, or any other member of the organization.
I am sure you have all been paying attention to the Detroit Bankruptcy, so I
won’t be master of the obvious and reiterate what the media has been publicizing. I will say that I attended the NCPERS Public Safety Conference in the
end of October and the two main themes of the conference seemed to be the
attack on public pensions and the Detroit Bankruptcy. These two subjects
both started a few discussions that seemed to yield more questions than answers despite the expertise, insight, and knowledge of the conference attendcontinued on page 4
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Strategies to help meet institutional return objectives
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Commodities

We are one of the
largest managers
of senior secured
loans with more
than $19 billion
1
in assets.

Our composite is
ranked in the top decile
for three years.2

Our composite is
ranked in the top decile
for three years.3
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Real Estate
Securities
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in the US.4

Private Equity
Fund of Funds
Invesco Private
Capital has received
more than $4.3 billion
in commitments
to more than 450
funds since 1981.1

We manage more
than $30 billion in
direct real estate
assets, with 350
employees and
18 offices
worldwide.1

WL Ross & Co.,
led by Wilbur Ross,
is known as one
of the world’s
leading turnaround
managers.

Invesco is a leading manager of alternatives
with more than $85 billion in assets under
management, three decades of experience
and more than 200 alternatives-focused
investment professionals.1 Our expertise
can help you identify strategies to
meet your portfolio objectives.

Explore Intentional Investing with Invesco. ®
Contact your Invesco representative or visit institutional.invesco.com.
1 Source: Invesco
2 Source: eVestment Alliance, March 31, 2013. Rankings shown are based on the eVestment Alliance Global Tactical Asset Allocation Universe.
There were 102 constituents for three years as of March 31, 2013. Performance is for the Invesco Balanced-Risk Allocation Composite — USD
and is gross of fees.
3 Source: eVestment Alliance, March 31, 2013. Rankings shown are based on the eVestment Alliance Active Commodities Universe.
There were 103 constituents for three years as of March 31, 2013. Performance is for the Invesco Balanced-Risk Commodity Composite —
USD and is gross of fees.
4 Source: Invesco. Ranking by Pensions & Investments out of 56 managers of US tax-exempt assets managed internally as of Dec. 31, 2011.
All data as of March 31, 2013, unless otherwise noted. Any reference to a ranking, rating or award provides no guarantee for future
performance results and is not constant over time.
This page is provided by Invesco Advisers, Inc. This is not to be construed as an offer to buy or sell any financial instruments.
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the better understanding of the
administration, management
and operations of trust fund assets. These few examples were
legislated as a positive step to
be able to protect our pension
funds for current and future
retirees.
Not only has MAPERS efforts
resulted in the establishment
of better guidelines and benchmarks to serve the best interests
of all plan members and beneficiaries, MAPERS through its continuing education conferences,
seminars and publications, has
assisted in the effective and efficient implementation of many of
these changes and public plans
continue to benefit from these
efforts. MAPERS will continue
to make strides to improve its
educational mandate.
While attention is often paid to
what has been adopted, much
has been accomplished by the
unmeasured results of what has
not. Many MAPERS members
have expended personal and
professional talents to continue
to educate those individuals
and organizations who wish
to make dramatic short term
changes. Through highlighting
long term perspective, many
initiatives have remained simply
discussions and not unnecessary
regulations. MAPERS encourages those discussions to continue and we will do our best to
facilitate the accurate exchange
of ideas. Thank you to those
members who have actively
participated in the process and
we look forward to working with
all MAPERS members to continue
the positive progress.
In looking forward, I can’t help
looking back just a few years ago
when market returns were very
unkind to some of our pension

funds. However, we have
found that our systems did
the right thing, did not panic,
and made prudent decisions. They stayed the course,
believed in asset allocations,
and weathered the dips in
the market. These systems
are better for it today.
I continue to hold out hope
that more politicians, journalist and citizens in Michigan
and elsewhere will come to
recognize that public employees have been and continue
to be a valuable asset to the
communities in which we live
and work and the benefits
which they earned were and
are appropriate recognition
for their essential contributions to our daily lives.

MAPERS
Executive Board
President
James E. Haddad
City of St. Clair Shores
Police and Fire Pension System
Vice President
Gregory Simmons
City of Saginaw Police and Fire
Retirement System
Secretary/Treasurer
Lauri Siskind
City of Farmington Hills
Employees Retirement System and
City of Southfield Employees
Retirement System
Board Member
Micheal Grodi
Monroe County Employees
Retirement System

MAPERS will continue to
work towards promoting
public employees/retirees by
working with legislators and
others with a public voice to
use that voice to promote
service to the public and give
thanks to those who have
and continue to serve.

Board Member
Andy Houde
Harrison Township
Firemen’s Pension System

Most of our pension systems
are in good shape and are
on track to perform well for
their members in the future.
MAPERS will continue to assist in that goal and we look
forward to a positive and productive 2014. Keep up the
good work, a job well done.

Board Member
Thomas Sheehan
General Employees Retirement
System of the City of Detroit

Board Member
Peggy Korzen
City of Grand Rapids
Retirement Systems

Executive Director
Michelle Doran, CMP

Best wishes to all in 2014 and
thank you.

525 E. Michigan Avenue, #409
Saline, Michigan 48176
Phone 800-475-4200 or
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Fax: 734-944-1145
info@mapers.org
www.mapers.org
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ees and presenters.
Author/columnist/investigative
journalist David Sirota presented
the relationship between Enron
billionaire John Arnold, the Pew
Charitable Trust, and the American Legislative Exchange Council
(ALEC) and laid out the reason for
their combined attack on public pensions along with the very
detailed process that they have
been following. They have been
measuring their success by the
number of states that have enacted
new legislation limiting public
pensions and/or increasing the
employee contributions, which has
also allowed states to continue to
grant a collectively huge corporate
tax relief/incentive/subsidy package. So, I started to wonder… how
many MAPERS corporate members
offer a DB retirement plan to their
employees? If they don’t, are they
truly supportive of public DB plans,
and if so, why? How many MAPERS
corporate members receive any
type of tax relief/incentive/subsidy and is that being offered by a
government organization that has
reduced, or will be reducing, DB
plan benefits? How many MAPERS
corporate members, knowingly or
not, provide support of any kind to
efforts that would paint public DB
plans in such a negative light? And
then…what can I do to encourage
MAPERS corporate members to
offer a DB plan to their employees?
Am I supporting the right politicians
at all levels of government, those
who are NOT willing to offer corporate tax relief/incentives/subsidies
and in-turn cut public employee
benefits? What am I currently
unknowingly doing that supports
these DB plan terrorists and what
can I do to be a better supporter of
all DB plans?
Mr. Sirota also commented on the
involvement of Wall Street in both
the Great Recession and the attack
on DB pensions. Unfortunately,
since I was so wrapped up in what
he was saying, I neglected to take
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notes on the specifics, but the
general message was that Wall
Street was heavily involved
in the causation of the Great
Recession (for a number of
reasons) and, due to the fees
that can be slipped past the
individual investor, Wall Street
stands to make a lot more
money if everyone was in a
DC plan instead of DB plans.
Many of the questions from
the last paragraph remained
applicable, but a few additional
questions I have pondered
include…what are the real
definitions of middle and upper
class? Who sets those definitions? Why is it so much more
difficult for a family to “make a
living” on greater than $500k a
year than it seems to be on less
than $150k a year? How much
money would I have to be
making in order to change my
stance in the DB versus DC argument or am I smart enough
to know that some form of DB
is the best option for everybody
regardless of how much I am
making?
Robert Wilson, RPA is the President of the Missouri Association of Public Employees Retirement Systems (MAPERS, or
MoMAPERS as I have called it to
differentiate) and the assistant
executive secretary of member
services for the Missouri Local
Government Employees Retirement System (LAGERS). Mr.
Wilson’s presentation focused
on how we can defend against
the attacks and his primary
message is to “Reframe the
Debate.” The process of reframing the debate takes aim at the
emotions that are being used in
the attack as well as the numbers, statistics, and “facts” that
are being used in the attack.
Mr. Wilson also stressed that no
system is alone in this fight, and
that we are so much stronger as
a group. It is my goal to ensure
that MAPERS members get
access to this information and
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can use it to their local advantage as well as rely on MAPERS
to assist at the state level. In
order for MAPERS to provide the
maximum support, it will be extremely important the next time
MAPERS sends a survey to its
members that we receive a very
high rate of participation.
Jordan Marks, Executive Director
of National Public Pension Coalition (NPPC) gave an informative
presentation about the Detroit
bankruptcy and how the resources of NPPC were being used
to assist in getting the correct
information and message out.
However, I had a bit of a problem
with the content that was not
included and took the opportunity to raise my objection. Mr.
Marks never mentioned that a
large factor in Michigan local
government finance problems
was caused by the draconian
changes to state revenue sharing
guidelines that have taken place
under the current governor and
legislature. For the State, it may
be nice to hear that the governor
is now trying to decide what
to do with the surplus that has
been created, however, for the
current and future retirees that
have already taken unexpected
and non-negotiable “hits,” this
surplus is just a slap in the face.
In closing, I will state once
again that MAPERS is dipping
its toes into the social media
pond through a Twitter feed (@
MAPERSMI) and a Facebook
page (search “MAPERS” on Facebook). We currently have a very
small following at either site, and
would like to start having more
current and regularly occurring
posts on them especially leading
up to, during, and immediately
after conferences. Please “follow”
us on Twitter, “like” us on Facebook, and then let us know what
you would like to see there.

MAPERS News

Legislative Update

By Ellen Hoekstra and Noah Smith Capitol Services, Inc.
The Michigan legislature adjourned for 2013 and has returned to the Capitol the second
week of January. However,
legislation that was introduced
last year—such as HB 4001,
described below--remains alive
and kicking until the last day of
session in 2014.

vidual plus spouse” category’s
limit caused employees in this
category to pay more for their
health insurance than employees in the other two categories
(individuals and families). All
hard caps will continue to be
adjusted annually, based on
the medical US CPI.

PA 152 Fix Legislation Headed
to Governor
In the last two months of session, the House Financial Liability
Reform Committee, headed
by Chairman Earl Poleski (RJackson), reported SB 541-545,
the bills making amendments to
PA 152, the law that governs the
hard cap/8020 limits on public
employers. A number of amendments were adopted, both in
committee and on the House
floor, before the House passed
this package of bills.

Lobbying efforts against having any cap on the “in lieu of”
amount (to preserve local flexibility) were successful throughout the process. Despite some
committee opposition, hard cap
limits will exclude employer contributions to a retirement health
care savings account in SB 541.

The amendments adopted in
committee did the following:

• SB 541, the bill which clarifies
the terms “medical benefit
plan,”“medical benefit plan
coverage year,” and “medical benefit plan costs”, was
amended so that it applies
only prospectively (1/1/14 or
the effective date, whichever
comes first); and
• SB 542 was amended to make
an individual plus one nonspouse dependent qualify
for the two-person multiplier,
as well as an employee-plusspouse qualifying for that
designation.

• Clarified in SB 541 that under
the hard cap, “medical benefit
plan costs” do not include
a payment by the public
employer in lieu of medical
benefit plan coverage but do
include HICA Assessments,
insurance commissions, and
any fees or taxes the public
employee must pay under the
Affordable Care Act; and
• Changed SB 542 to increase individual plus spouse coverage
to $12,250, instead of $13,455
(as it was in the Senate-passed
version of the legislation) and
make this change effective in
2014 rather than 2013. Note
that individual plus spouse
is currently $11,000, so this
is still an increase. It corrects
the problem created by the
original law in that the “indi-

As mentioned above, a few
amendments were adopted on
the House floor before the bills
passed that chamber. Those
amendments included:

The legislation also make some
changes in process, such as
requiring that the annual vote of
a local unit take place prior to the
beginning of the beginning of
the medical benefit plan coverage year.

SB 541-545 were presented to
the Governor on Wednesday,
December 18. He has 14 days
to sign them, and all signs and
portents indicate he will do so.
HB 4001: FOIA
Though the newest draft of
HB 4001 contains few changes
from previous iterations, those
changes were still not enough to
get the bill off the House floor.
Though the bill was voted out
of the House Oversight committee in November, the bill did not
make the cut to get taken up
before the legislature went on
recess on December 12.
HB 4001 still has one year of life
left in it, though, and the sponsor
and supporting organizations
will certainly work to get the bill
a vote early in 2014. MAPERS
continues to oppose the bill and
will continue to work with our allies in local government to make
sensible, fair changes to the bill
that avoid significant costs to
public pension plans and local
governments.
There is some interest from the
sponsor, however, in looking into
one of MAPERS’ issues with the
bill possibly in a separate piece
of legislation. Non-resident (not
Michigan-based) individuals and
businesses will often file a highlycomplex FOIA request dating
back decades, the data from
which is used to make a profit
for the business at the expense
of a plan. This, of course, goes
against the spirit of FOIA, which
is government transparency
for its citizens. The sponsor is
interested in examining the issue
regarding for-profit use of FOIA
requests with regard to timeline,
fees, and residency.
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Secretary/Treasurer’s Report
By Lauri Siskind, MAPERS Secretary/Treasurer
T’was the night after MAPERS
And what did we see?
But hundreds of ratings
All written with glee.
The speakers, the venue,
The temperature, too;
The beat of the band, and
The brand of the brew,
Submissions for topics,
Presenter requests,
Location suggestions
From members and guests..
All comments are welcome;
We read every one!
The applause and the “boos”
Help get our job done.
Our conference team
Reviews all the critiques
To improve next year’s MAPERS
And make it unique.
So keep those cards coming!
And come back for more
The best education
For pension’s in store.
Hopefully, you have all had a
joyous, happy holiday season,
shared with those you love.
During this “off-season” for
MAPERS conferences, we are (as
always) busy planning for the
next event, and hoping to create a program and networking
opportunities that exceed your
expectations! Part of this process
involves reading your evaluations, and incorporating your
input into the design of the upcoming conference. We always
find a few comments or questions worth responding to in this
publication, so here they are:
1. “Best location!” “Love
Grand Rapids.” “Great hotel.”
“Awesome B.O.B.” “The accommodations were great…the
meeting rooms kind of far from
the hotel”.
The comments were overwhelmingly positive for our Grand Rapids location, and members were
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(for the most part) delighted to
have the event coincide with ArtPrize for some extra down-time
diversion.
Actually, when this conference
locale was set several years ago,
Grand Rapids was just beginning the revitalization we see
today, and ArtPrize was barely
getting off the ground—with
no future dates arranged. The
contracts for conferences are
set 4-5 years in advance, so we
were indeed fortunate to have
had such a positive outcome! It’s
always a challenge to predict our
future needs—for location, for
dates, and for space. Since our
attendance numbers have been
declining somewhat, the next
time Grand Rapids is scheduled
on the rotation, we are planning
to use only the meeting rooms
in the Amway hotel, and none at
DeVoss Place.
2. “Handouts should be in
color.”
We recognize that charts, graphs,
and photos are best reproduced
in color, but the expense is just
too great for our conference
budget to bear. Some of the
speakers do produce all or part
of their presentations in color as
handouts, and we post all of the
presentations on the MAPERS
website for several weeks after
each conference. In this way, you
are able to download and colorprint any slide or chart you wish.
3. “Would like the event to be
more kid friendly.”
The educational purpose of our
MAPERS conferences drives
many of the logistical decisions
for the venue, agenda, schedule,
and networking opportunities.
While the session topics and evening events are designed to be
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business-oriented and, therefore,
geared towards adult interests,
many of our venues also offer
family-centered activities. Our
conference brochures will indicate special family opportunities
when they are offered at the
location.
4. And my favorite comment:
“$10,000 worth of legal advice
for $250, and we’re just on the
first day. What a bargain! “
Yes, MAPERS is the pension education bargain of the year! We
do everything we can to control
expenses, so the registration fees,
hotel charges, and travel expenses are affordable and defensible.
As fiduciaries of millions and millions of pension investment dollars, faced with changing laws,
economic uncertainty, complex
financial and investment decisions, governmental oversight,
and the need to prudently
manage these trusts in the best
interest of plan participants and
beneficiaries, the need for quality trustee education has never
been greater.

MAPERS News

From the MAPERS Office
Thank you to the following sponsors of the
2013 Fall Conference

Evening at the B.O.B. Sponsors
Bradford Marzec
Clark Hill PLC
Gabriel, Roeder, Smith & Company
HIMCO
Merrill Lynch The Brice Group
Munder Capital Management
Robbins Geller Rudman & Dowd, LLP
Seizert Capital Partners
Sullivan, Ward, Asher & Patton, PC
T. Rowe Price
Conference Bag Items
Advance Capital Management, Inc.
Bernstein Litowitz Berger &
Grossmann LLP
BMO Global Asset Management
The Boghdan Group
Buck Consultants
Clark Hill PLC
Fifth Third Bank
Hagens Berman Sobol Shapiro LLP
HIMCO
Invesco
Lazard Asset Management
Loomis, Sayles & Company, LP
MFS Investment Management
Milliman, Inc.
Munder Capital Management
Nantucket Multi Managers, LLC
Navellier & Associates
The Northern Trust Company
Nuveen Asset Management
Oppenheimer Funds
Pathway Capital Management
Plante & Moran PLLC
Pluscios Management
Robbins Geller Rudman & Dowd, LLP
Rothschild Asset Management Inc.
SCOTT+SCOTT, Attorneys at Law, LLP
Seizert Capital Partners
Victory Capital Management

Passing

Longtime Pontiac Retirement Administrator Ellen Zimmermann died
at 56 January 5, 2014 at her Sylvan
Lake home, taking family, friends
and coworkers by surprise.
The cause of death was a brain
hemorrhage as a result of an aneurysm, according to the Oakland
County Medical Examiner’s Office.
Zimmermann began working at
City Hall in 1997, administering the
$450-million Pontiac General Employees Retirement System, as well
as the city’s pension fund for retired
police and firefighters.
“Ellen demonstrated a high level
of competence, in-depth industry
knowledge and impeccable professionalism in the performance of her
work,” the pension fund said in a
statement.
The pension plan is one of the most
well-funded of its kind in the nation.
“And those who knew her personally will miss her creativity, her
home-cooked meals and her (very)
unique sense of humor.”
Zimmermann’s son, Ian Spiridigliozzi, is an attorney in New York.

Ellen, with her companion Sandy, two
weeks before her passing
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Legal News

The Legal Report: Developing a Computer
Use Policy By Thomas C. Michaud, VanOverbeke, Michaud & Timmony, P.C.
Retirement Systems are increasingly relying on the
use of electronic hardware (e.g., laptop, tablets,
smart-phones, etc) for retirement administration
purposes. Technological advances have greatly
increased the use and means to share and retain
information electronically. This has created both an
opportunity for public retirement systems to manage information more efficiently and a challenge
to properly administer the information within the
complexities of an ever changing technological
and legal environment.

Virtual Retirement Administration

“Virtual Retirement Administration” is an approach
to the transformation of public pension plan
administration enabled by technology advances.
It provides a road map to enhanced information
and efficiency by leveraging technology to making pension administration more transparent and
responsive to its members.
Benefits of Virtual Retirement Administration
• Information available when it is needed regardless of source
• Process is transparent whenever possible
• Broader participation in policy development is
possible and encouraged
• Use of electronic documents in the transmission
and storage of records provides for greater efficiency, and saves not only time and money, but
paper.
The use of technology provides new opportunities
in plan administration. Virtual pension administration provides access to information electronically
which increases the exchange of information while
minimizing duplication of documents.
Section 13 of Public Act 314 of 1965 (“Act 314”), as
amended, (MCL 38.1132 et. seq.), specifically states
that, “an investment fiduciary may use a portion of
the income of the system to defray the costs of investing, managing, and protecting the assets of the
system; may retain investment and all other goods
and services necessary for the conduct of the affairs
of the system.” Therefore, the purchase and utilization of electronic hardware for Retirement System
purposes is within the authority of the Retirement
System.

ELECTRONIC PLATFORMS
INTRANET:
INTERNET:
Web
WEB SITES:
		
EMAIL/TEXTS:
BLOGS:		
WIKI: 		
			
PODS/CLOUD:
WEBCASTS:
			

Private Computer Network
Public Computer Network - World Wide
WEB 1.0: Read Only - Top Down
WEB 2.0: Read/Write - Bottom Up
Electronic Mail/Communication
Web Logs
Web site which may be edited by
authorized users
Portable on Demand Storage
Media file distributed using
streaming media technology

TECHNOLOGY HARDWARE OPTIONS

1. RETIREMENT SYSTEM OWNERSHIP
The Retirement Board needs to consider issues
such as:
1. Purpose
2. Cost
3. Infrastructure / Integration
4. Software
5. Use
6. Personnel Transitions
7. Compensation/ Tax issues
8. Updates
2. INDIVIDUAL OWNERSHIP
1. Same as above.

TECHNOLOGY PITFALLS AND BEST PRACTICES
Potential: Misdirected and Misaddressed e-mail
Protection: Double Check: to; cc; bcc, and e-mail
tails
Potential: Metadata - information embedded in
a routine computer file reflecting the file creation
date, when it was last accessed or edited, by whom,
and sometimes previous versions or editorial
changes.
Protection: Check software, Convert files to PDF,
Scrub files, etc.
Potential: Spam and Phishing
Protection: Filters - Separate work and personal
e-mails
Potential: Breach of Information
Protection: Encryption, Disclaimers, Passwords
continued on next page
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continued from previous page
Potential: Loss of productivity and other employment related issues
Protection: Clear policies and consistent enforcement

E-POLICIES:

Having a clear policy on acceptable uses of technology and content is the first step in any effort to
limit potential liability. Develop a written policy
which addresses:
1. Proper use of internet based communication:
email, instant messages, blogging, social networks,
online chat, etc.
2. Storage and retention of email and other electronic files
3. Security issues including opening attachments
4. Use of technology for personal communication
An effective computer use policy should take a
comprehensive review of a trustee/staff’s use of
technology, identifies when and how technology
can be used, and identifies precautions a Retirement System should establish.

Key Components to a Computer
Use Policy

An effective computer use policy governs when
and how trustees and staff use Retirement System
provided technology resources, appropriate and allowable use of Retirement System managed e-mail,
electronic communications, social media and Internet access, what sorts of precautions they should
take against things like computer viruses, and what
could happen if they break the policy.
A good computer use policy can help:
1. Ensure trustees and Retirement System staff
understand technology dangers.
2. Protect Retirement System technology and data
assets.
3. Increase productivity by not having to clean up
issues (e.g., viruses and junk e-mails).
4. Help trustees avoid inappropriate information
exchanges through electronic 			
communications such as social media.
5. Prevent liability if your Retirement System’s computer system infects someone 			
else’s or your confidential files are breached.
Ideally, a computer use policy should be developed
in consultation with technology experts. Technology considerations might include issues of managing equipment, access and protection of the Retirement System’s computer network, and data.

12
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There are many areas in a computer use policy
that cross boundaries between technology and
human resources policies. As a retirement board
thinks about an appropriate computer use policy,
the Retirement System might weigh some of the
following considerations.
1. Be Realistic: It may be impractical to forbid
personal use of the Retirement System’s computer.
Trustees are unlikely to follow this and you might
not be able to monitor or enforce the policy. Try to
strike a balance between the need for security and
cumbersome rules.
2. Focus on Education: Trustees or staff won’t
deliberately introduce viruses or other malware
into the Retirement System’s computer system, but
there may be a misunderstanding how visiting a
website can be dangerous to the network. Think
about frequent communications and updates as a
way to remind trustees about the policy.
3. Keep it Simple: A computer use policy should
be specific, and include easy-to-understand guidelines and examples. Think about when to roll something into an existing policy and when to create
a new policy; such as whether the Board includes
rules about Retirement System owned cell phones
in a computer use policy or create a stand-alone
policy for phone use. Try to keep the computer use
policy focused in areas of importance to all trustees and make sure the Board has supplemental
technology or network standards and protocols for
technology staff to perform their work.
4. Keep it Legal: Consideration should be given to
the protection of confidential information (“HIPAA”)
while balancing the public’s access to information
(Freedom of Information Act).
5. Monitoring of Use: Make sure the policy
provides trustees and staff with notice that their
files and communications are not private, that the
Retirement System may monitor use and communications. Think about whether monitoring use will
provide trustees and staff with a disincentive to tell
you when they experience problems and consider
how the Board will handle sensitive information.
6. Additional Policies or Recommendations
for Elected Officials: The Retirement System
may have elected officials conducting electronic
conversations via e-mail or social media, creating
documents or recording their information using
technology tools. Be sure the Board thinks about
how these documents and discussions are managed and merged with other Retirement System
information. If the Retirement System provides

Legal News
equipment for elected officials, the might need to
also communicate expectations and limitations
about how that equipment is used.
7. Make the Policy Specific to Your Circumstances: The Retirement System would need to
operate a specific kind of anti-virus software and
may need updates of operating or e-mail systems.
8. Yearly Review of the Policy: Due to technology and technology risks changing so rapidly,
the Board will have to take a careful look at the
computer use policy on a frequent basis.
Things to Include in the Policy
1. When and how often trustees and staff can use
Retirement System computers for personal
reasons.
2. Personal use that is acceptable and unacceptable.
3. Who, other than staff, can use Retirement System computers (i.e., family members).
4. Under what circumstances trustees/staff can
access the Internet for personal purposes.
5. Sorts of web sites trustees/staff can and cannot
visit.
6. Whether and to what extent trustees/staff can
receive personal e-mail at Retirement
System
e-mail address.
7. Precautions to take related to ongoing e-mail
attachments.
8. Appropriate e-mail and social media content,
language, etc., for messages sent and
received
by trustees/staff, both personal and work-related.
9. How to handle “spam” or junk e-mail.
10. Appropriate passwords, how often they
should be changed, where they should be stored,
and with whom they can be shared.
11. When to perform “maintenance” or “security
patches” on computers (define those things
in understandable ways).
12. Types of software that can be downloaded or
brought in and installed on Retirement System
computers.
13. Where and how to save Retirement System
work, the Retirement System’s records retention guidelines, and instructions for saving e-mail
messages.
14. Who may delete information or materials from
the Retirement System computer network.
15. Steps to take before using disks, recordable
CD/DVDs, flash drives or other forms of removable media.
16. Standards for encrypting confidential data on
laptops and other removable devices, e.g.,
thumb drives, CDs, or DVDs.
17. Appropriate use of remote access to Retirement System network resources if available.

18. When and how trustees/staff may access the
Retirement System network or data from home
computer systems.
19. Extent to which trustees/staff can customize
look and operation of computer.
20. When trustees/staff should tell someone at the
Retirement System about a possible virus
or other computer concern.
21. How personal and business use of Retirement
System computers will be monitored.
22. Level of privacy trustees/staff has in conducting
Retirement System or personal business on Retirement System computer system (the answer should
be “none”).
23. Ramifications of violating the policy.
24. How to protect the physical security of Retirement System computer equipment.

POLICY

In conclusion, a Retirement System should adopt
a computer use policy to be a guide for the Retirement System trustees/ staff’s use of technology
equipment and resources.
General Rules to Remember
Trustees are not anonymous. In today’s world of
easy electronic investigation, it is only a matter of
moments to find out who you are and where you
have been.
Trustees are not immune to the rule of law. Electronic technology fosters a sense of anonymity, and
of free speech – but remember civil and criminal
laws apply on-line as well as off-line; including
those laws listed herein and laws to protect against
discrimination, libel, defamation of character, copyright/trademark infringement, etc.
While the beneficial opportunities to use electronic
communication devices and other computer hardware continues to increase, the complexities of the
technology and the legal obligations associated
with maintaining such systems has made it necessary for retirement systems to expend resources
in the management of Retirement System assets
and records. While establishing a workable policy
is difficult and time consuming, a systematic and
comprehensive policy can vastly improve the
overall operations of a Retirement System and
reduce costs and potential liability of administering
pension plans in the digital age.
This summary is intended to be informational only and this
article is intended to provide a general overview of the subject
matter covered. This information should not be considered the
rendering of legal or other professional services and should
not be used as a substitute for consultation with professional
advisers.
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The Case for Short Duration Strategies
Submitted by HIMCO

Interest rates remain near historic
lows with fixed income investors
becoming increasingly worried
about the prospect of a rising rate
environment. In that environment,
the value of traditional fixed coupon bonds would decline, as bond
prices have a negative relationship
to interest rates. This price sensitivity to interest rates is measured by
duration. The longer the duration,
the more price sensitive a bond is to
changes in interest rates. Therefore,
one way investors can attempt to
mitigate the negative effects of interest rates is by investing in shorter
duration sectors of the fixed income
market.
Short duration strategies can
overcome this low yield environment by incorporating a broader
opportunity set and employing
innovative strategies that should
allow for additional income while
still providing reduced interest rate
risk. We examine several ways a
short duration strategy can potentially enhance yield while managing
the interest rate risk in an investor’s
overall portfolio.
Expanding the Opportunity Set
Focusing on Credit
As investors begin to position their
portfolios to protect against rising
interest rates, the typical first step is
into traditional, higher quality short
duration assets, as represented by
the Barclays U.S. 1-3 Year Government/Credit Index. However, U.S.
government securities, which
are highly correlated to changes

in interest rates, represent approximately 75% of the index. In
addition, these assets have seen
a substantial amount of cash
inflows during the last year, as
investors searched for relative
safety from both interest rates and
market volatility. This has driven
prices higher, resulting in a muted
yield on traditional short duration
assets of 0.54% as of September
30, 2013.

Investing Further Out on the
Yield Curve
Another strategy we believe can
add incremental yield to a short
duration strategy is to invest
further out on the yield curve in
longer duration assets. As shown
in Figure 1, investing beyond
the traditional 1-3 year duration
U.S. government and U.S. credit
sectors has generated a yield
enhancement relative to shorter
duration assets. Over the last 10
One strategy we believe may
benefit a short duration portfolio years ended August 30, 2013,
is one with a higher allocation to moving out the yield curve by
just 1-2 years has produced an
corporate debt or credit securities, instead of investing primarily average increase in yield within
the U.S. government and U.S.
in government bonds. As Figure
credit sectors of 50 and 84 basis
1 illustrates, investment grade
credit has offered an incremental points, respectively. This added
increase in yield1 over similar dura- income does come at a cost of increased interest rate risk in terms
tion U.S. government securities.
of longer duration and credit risk.
In addition, these securities are
typically less sensitive to interest
Floating Rate Assets May Help
rates than U.S. government securi- Mitigate Interest Rate Risk
ties, despite their similar duration. One way to seek to offset the
This is because returns of corpoadded interest rate risk from
rate bonds are not only driven by investment in higher yielding
movements in interest rates, but
yet longer maturity assets is to
also by factors such as corporate concurrently invest in floatingfundamentals. In addition, the
rate assets, such as bank loans.
yield generated by these securities These loans have a floating-rate
above U.S. Treasuries (or spread)
coupon that is indexed to a
also provides an income cushion short-term interest rate, typically
that may help to mitigate the total 3-month LIBOR (London Interreturn impact of rising rates. How- bank Offer Rate). Therefore, bank
ever, this additional yield comes
loan coupons will move higher
at a cost as investing in corporate or lower based on the direction
bonds introduces increased credit of interest rates. This unique
risk into the portfolio which could characteristic may make bank
potentially increase volatility.
loans an attractive option during
periods of rising interest rates.
While these securities have a
lower credit quality and typically
are more risky than traditional
short duration assets, we believe
an investment in these assets
is beneficial to a short duration
strategy for two reasons. First, the
floating-rate nature of the loans
continued on next page

1
Yield as defined throughout the paper refers to Yield To Worst (YTW) for all the Barclays Indices. For the CS Leveraged Loan Index
yield refers to Current Yield.
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helps shorten the duration and subsequently lessens the interest rate
risk of the overall portfolio. Second,
these securities have offered additional income over traditional short
duration assets, as shown in Figure
1. In addition, many short duration
strategies use high yield bonds
as a way to add income; however,
bank loans are more senior in the
capital structure and typically come
with covenants that help protect
investors from credit events such
as default. Therefore, we believe a
prudent investment in bank loans
may offer an attractive risk/reward
profile in a short duration strategy.
Implementing Strategies Over an
Economic Cycle
Over the course of an economic
cycle, within a short duration
strategy it is important for an investment manager to have the ability
to invest in sectors that maximize
income as well as provide interest
rate protection. During periods of
economic expansion and rising
interest rates it may be advantageous to have greater exposure to
credit risk versus interest rate risk.
In this environment, bank loans
usually offer increased yield and
minimal duration. Consequently,
during periods of economic contraction and falling interest rates,
having less exposure to credit risk
versus interest rate risk may benefit
a short duration strategy. During
this part of the cycle, it may be wise
to focus on government and higher
quality credit securities, as well as
longer duration assets. Additionally,
during inflection points where there
is heightened uncertainty over
market direction, having a balanced
exposure to both credit risk and duration may offer an attractive investment allocation. See Figure 2 for an
example of how a strategy would
vary as markets advance through
an economic cycle. By utilizing a
broader opportunity set over the
cycle, a short duration strategy
could realize multiple benefits, such

as less sensitivity to interest rates,
increased income and strong
long-term total return potential.
Benefitting from an Enhanced
Opportunity Set over the Long
Term
Decreased Sensitivity To
Interest Rates
Looking at the correlations of
various fixed income sectors
relative to U.S. Treasuries (a proxy
for interest rates) provides some
insight into their level of interest rate risk and is highlighted in
Figure 3. The broad fixed income
market, as represented by the
Barclays U.S. Aggregate Index,
and even a traditional short
duration strategy are typically
highly correlated to U.S. Treasuries and thus highly rate-sensitive.
Therefore, while a typical short
duration strategy is less sensitive
to moves in interest rates than
longer duration strategies, it will
still likely move in concert with
U.S. Treasuries. Alternately, the
performance of the short-intermediate credit sector has a much
lower correlation to interest rates.
This is due to the underlying
fundamentals that affect the U.S.

credit sector. Bank loans provide
even better insulation from interest rate risk as they have a negative relationship to U.S. Treasuries
due to their floating-rate nature.
Figure 3 highlights a Hypothetical Short Duration Portfolio2 with
allocations to short-intermediate
credit and bank loans, which
have a very low correlation to
U.S. Treasuries and subsequently
are much less sensitive to interest rates. This low correlation
could provide protection of an
investor’s fixed income portfolio
during periods of rising interest
rates. Also, by investing in more
intermediate-credit and bankloan issues, this portfolio may
provide an income advantage
over traditional short duration
strategies.
Additional Income While Mitigating Interest Rate Risk
As investors evaluate strategies
and balance the need for additional income with the desire to
protect their investments from
the negative effects of rising
interest rates, it is important to
consider the impact to duration
and credit quality. Figure 4 revis-

2
The Hypothetical Short Duration Portfolio is comprised of 40% Barclays U.S. 1-3 Year Govt/Credit Index,
40% Barclays U.S. 1-5 Year Credit Index,
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its the historical relationship of yield
and duration for the sectors previously determined as options for a
short duration investor. Investing
exclusively in a traditional short duration strategy has provided a high
quality, low duration option but the
income offered is extremely low.
Moving out into the intermediatecredit space has increased yield but
added interest rate as well as credit
risk. Investing in bank loans has
added protection against interest
rate volatility but with significant
credit risk. However, Figure 4 also
highlights the Hypothetical Short
Duration Portfolio which has offered a similar degree of protection
against interest rates as a traditional
short duration strategy but with a
significant increase in income. The
duration is able to remain relatively
unchanged as this portfolio combines investments in longer maturity credit with floating-rate bank
loans, both of which also provide
incremental income. While this
strategy keeps interest rate risk constant, it does add a level of credit
risk, as evidenced by an incrementally lower average credit quality,
which could potentially increase the
volatility of the portfolio. However,
as we will show, this increased volatility is marginal and over the long
term this strategy may outperform
traditional short duration assets.
Potential Total Return
Advantages
The Hypothetical Short Duration
Portfolio with an enhanced opportunity set potentially realizes
several total return and volatility
advantages over traditional short
duration and broad fixed income
sectors, which are shown in Figure
5. In terms of total return, the Hypothetical Short Duration Portfolio has
outpaced that of traditional short
duration options on an annualized
basis during the last 15 years, albeit
with incrementally more volatility.
In addition, over the longer term
this strategy outperforms on a cumulative basis. While the annualized
and cumulative returns of the broad
fixed income market outpace that
of all the short duration options,

both the standard deviation and
duration of the Hypothetical
Short Duration Portfolio are substantially lower than the broad
fixed income market. In terms of
credit risk, Figure 5 shows that
while the Hypothetical Short
Duration Portfolio has a slightly
lower average credit quality, it
has still been a higher quality
option as measured by Sharpe
Ratio. Therefore, a short duration
strategy with an enhanced opportunity set may provide higher
income potential, interest rate
protection and diversification to
an investor’s overall fixed income
portfolio.
Summary
Investors are facing a difficult
situation as they try to balance
the need for additional income
with the need to protect their
fixed income portfolio from a
potential rising rate environment during the next few years.
Traditional short duration assets
have garnered substantial interest but are currently producing
uncompelling yields. Investors
need to look to investment managers and short duration strategies that have the enhanced
opportunity set and capabilities
required to achieve this balance.
We believe that a credit-focused
short duration strategy with the

ability to invest further out the
yield curve, and then offset this
increased duration by investing
in floating-rate assets, may help
investors achieve their goals.
Definitions
Standard Deviation - Standard deviation is a measure of dispersion of a set of
data from its mean. In finance, it represents a statistical measure of an investment’s range of performance. When a
security or portfolio has a high standard
deviation, the range of performance
is very wide, suggesting there is a greater
potential for volatility. Standard deviation is calculated as the square root of
variance. Investors use standard deviation as a gauge of a security’s or portfolio’s expected volatility.
Sharpe Ratio - This statistic is computed
by subtracting the return of the risk-free
index (typically 91-day T-bill or some
other cash benchmark) from the return
of the manager to determine the

risk-adjusted excess return. This
excess return is then divided by
the standard deviation of the
manager. A manager taking on
risk, as opposed to investing in cash, is

expected to generate higher returns and
Sharpe measures how well the manager
generated returns with that risk. In other
words, it is a measurement of efficiency
utilizing the relationship between annualized risk-free return and standard
deviation. The higher the Sharpe Ratio,
the greater efficiency produced by this
manager. For example, a Sharpe Ratio of
1 is better than a ratio of 0.5.
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The MONEYBALL Approach to Bond
Manager Evaluation

Submitted by Atlanta Capital Investment Managers

Now, more than ever, plan
sponsors should keep a
watchful eye on downside
risk. While many bond managers are reaching for yield
to mitigate the impact of
rising interest rates, they may
well be placing their bets in
financial instruments that
behave more like stocks than
bonds.

Executive Summary

The combination of low yields
and the fear of rising interest
rates has caused plan sponsors
to lower their return expectations for bonds and look towards
their active fixed income managers for more alpha generation. While the traditional style
of bond investing centered on
preserving capital and serving as
a ‘hedge’ to falling equity prices,
the fact is, the typical bond manager has no qualms about taking
on more equity-like risk in an
attempt to boost performance.
Today, benchmark-beaters are
in demand and bond managers have responded by paying
more attention to their portfolio’s return potential rather
than focusing on risk control.
Although many bond managers
are increasingly pursuing lower
credit quality issues like noninvestment grade corporates,
convertibles and bank loans to

improve the expected returns
of their portfolios, our research
indicates that these securities are
unlikely to offer the same diversification benefits as traditional,
high-quality bonds. We believe
high-quality bonds remain the
best diversifier to equity risk
and their low correlations to
stocks matters more than their
potential returns.
The relentless pursuit of alpha by
bond managers is creating hidden risks at the total fund level—
risks that only more unconventional measures can expose. This
paper provides evidence that
traditional statistics like ‘alpha’
and ‘batting average’ are less effective in gauging bond manager value than a more unconventional statistic such as ‘on-base
percentage.’ This metric proved
to be more insightful because
it measures a bond manager’s
ability to serve as an effective
counterweight to equity risk.

“Hedging” Stocks with
High-Quality Bonds

The -2.4% loss generated by the
Barclays Aggregate Index (Aggregate) in the first half of 2013 is
weighing heavily on the minds of
plan sponsors. Many bond market pundits are proclaiming that
we are at the crossroads, that
low yields and rising rates will
wreak ‘havoc’ and ‘devastation’ on

bond portfolios across America.
Their solution: broaden your core
bond portfolio to include higher
yielding alternatives that are less
sensitive to changes in interest
rates.
Although today’s low yields may
provide less of a cushion for
bond price volatility, a portfolio
of high-quality bonds should
remain as a plan sponsor’s lowrisk “anchor to windward.” Indeed, losses are more probable,
but the credit and liquidity risks
associated with reaching for yield
far outweigh the potential losses
derived from a spike in interest
rates. For example, the duration
(a measure of price sensitivity to
changes in interest rates) of the
Aggregate is five and one-half
years. If rates were to rise one
percent, the price of the index
would fall 5.5%. And after adding
back the 2.4% yield, investors
would incur about a 3.1% loss
over a 12-month period. Even
though a rise in rates could result
in a loss, the Aggregate’s return
would likely be much better than
the losses experienced in previous periods of market turmoil
by more credit sensitive fixed income sectors, as well as equities.
Exhibit I plots the three-year
trailing annualized returns for
stocks and bonds since the
1980s, and provides an important perspective regarding the

Exhibit I. Three-Year Trailing Annualized Returns for Stocks & Bonds (Last 30 Years Ending 6/30/13)
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Exhibit II. Correlation Table of Various Bond Sectors (Last 10 Years Ending 6/30/13)

role of a core bond portfolio. As
represented by the Aggregate,
the industry standard benchmark for investment-grade debt,
a portfolio of high-quality bonds
has served plan sponsors well.
Over the last 30 years, high-quality issues have provided a steady
return stream, especially when
riskier assets like stocks plunged
in the severe bear markets of
2000–2002, and 2008.
Perhaps the broad acceptance
of reaching for yield is driven by
the fact that investors haven’t
experienced a bear market in
bonds since 1999, when the
Aggregate fell 0.8%. Even when
rates spiked by 200 basis points
in 1994, bonds only fell 2.9%.
Granted, the Aggregate’s higher
yield at the time provided more
of a cushion, but we are still talking about single-digit losses.
With interest rates starting from
such a low point, we agree that
plan sponsors shouldn’t expect
the same level of returns to
which they have grown accustomed. However, fleeing highquality bonds in anticipation of
rising interest rates is imprudent.
High-quality issues are intended to serve as a ‘hedge’
to equities, a role often overlooked and underappreciated,
until needed.

Diversification Benefits
Depend on Perspective

The fixed income market has
evolved considerably over the
past three decades, from the
complexity of financial instruments to the styles of active
management. In our opinion, the
most important development
has been the increase in the
reliance on credit risk to add
value. But have plan sponsors
benefited?
Managers that invest in nonbenchmark securities and climb
down the credit quality ladder
often produce attractive results. Their approach works just
fine up until a financial crisis or
economic downturn. Remember
the Asian currency crisis, Russian
debt default, Long Term Capital
Management, 9/11, Enron, Bear
Stearns, and Lehman Brothers?
During the subprime crisis of
2008, many lower credit quality
portfolios produced negative
returns when the Aggregate
produced positive results. So, at
a time when many plan sponsors
were looking to their bond portfolios as an effective counterweight to declining equities, they
received disappointing results in
their bond portfolio as well.

Today, many bond managers
are justifying greater exposure
to bonds with above-market
yields because of their lower correlations to other fixed income
sectors. In our opinion, these
securities are unlikely to offer the
same diversification benefits as
traditional, high-quality issues.
Exhibit II shows the correlations
of various bond sectors relative
to both US Treasuries and the
S&P 500 Index. While the more
credit oriented instruments are
negatively correlated with US
Treasuries, they are positively
correlated with equities. Put
simply, they deliver results at
approximately the same time
when stocks are in favor. Plan
sponsors should question
whether adding credit risk will
“enhance” total portfolio diversification or cause their bonds
to behave more like stocks.

The Cost of Credit

Our research suggests that many
plan sponsors are likely to be disappointed with their core bond
portfolio the next time fear grips
the investment community and
stock prices head south. The reason: the addition of credit risk
continued on next page

Exhibit III. Ten Worst Quarters for S&P 500 Index (1Q00 - 2Q13)
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in bond portfolios has reduced
their effectiveness to serve as
a ‘buffer’ against falling equity
prices.
Exhibit III shows the ten worst
quarters of performance for the
S&P 500 index, ranked in order of
percent decline, since 2000. The
total return of the average core
bond manager and the Barclays
Aggregate are plotted for comparison. The time period selected
was based upon the inclusion
of two equity bear markets,
minimizing the potential bias of
a single peak-to-trough period
skewing the results. The average
manager lagged the Aggregate
during eight of the 10 quarters,
and underperformed by 740 basis points on a cumulative basis.
Even during the 2000 – 2002
bear market, bond managers
posted disappointing results.
During these sharp downdrafts
in equity prices, the typical core
fixed income manager captured
less than 80% of bond market
performance. In our opinion,
the magnitude of this relative
underperformance seems unreasonable for a core bond portfolio.
These types of results seem
enough to prompt plan sponsors to reverse the trend of
loading up on credit and other
securities with above-market
yields, but so far, the trend is
continuing. Plan sponsors and
investment managers alike seem
to be paying more attention
to return potential rather than
focusing on risk control and
the relative safety and security
of their capital. As investors
continue to reach for yield, we
believe the effectiveness of a
plan sponsor’s long-term asset
allocation will diminish.

See definitions and disclosures

Tracking Down the
Source of Alpha

In order to understand the profound implications of credit risk
in core bond portfolios, it is important to view bond manager
performance in relation to stock
market conditions. Even though
the average core bond manager
has successfully added value
over time, rising stock prices
appear to be a significant
determinant to bond manager
outperformance.
Exhibit IV presents the annualized results of the typical core
bond manager in comparison
to the Aggregate during rising,
falling and full stock market
cycles. Since 2000, the average
manager has successfully added
value, beating the Aggregate
by 30 basis points. However,
bond managers appear to have
systematically taken on equitylike risk as a means of delivering
relative outperformance, riding
high when stocks are in vogue
but faltering when stocks are in
decline. For example, the typical
fixed income manager captured
136% of bond market performance when the stock market
was rising, while generating only
86% when the stock market was
declining. The upshot is that

bond manager performance
appears to be highly sensitive
to stock market fluctuations. If
plan sponsors look to their bond
portfolios as a shield against stock
market volatility, they may be
gravely disappointed.

What’s a Plan Sponsor to
Do?

Plan sponsors need to dig into
their bond portfolios to understand all of the places their managers are reaching for yield. To
be sure, beating the benchmark
is a highly desirable characteristic. But, the relentless pursuit
of alpha by bond managers has
created hidden risks at the total
fund level—risks that only more
unconventional measures can
expose. Based on our research,
traditional statistics like ‘alpha’ and
‘batting average’ are ineffective in
gauging a bond manager’s value
to a total fund. What is needed is
an alternative approach to bond
manager performance evaluation
that examines the following:
• How has the portfolio behaved
during rising and falling stock
market cycles?
• Is the bond manager more likely
to outperform when stocks
beat bonds or bonds beat
stocks?

While the foundation of asset allocation principles rests on a fixed income portfolio’s ability to serve as a buffer against falling equity prices, the bulk of investors no longer view their bond portfolios through a “capital preservation” lens.
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• How has the portfolio performed during extreme stock
market conditions like the ten
best and worst quarters for the
S&P 500?
We believe the bond market is
in the midst of a paradigm shift
and plan sponsors should keep
a watchful eye on downside
risk. If evaluating a total bond
portfolio in relation to stock
market conditions reveals that
much of the ‘alpha’ has come
from elevated credit risk, a
plan sponsor should consider
the addition of a high-quality
bond manager to their portfolio line-up.
We don’t know when the next
financial crisis will occur. Neither
do most investors. All we know
is that stock market corrections
are an inevitable part of investing and are somewhat regular
events. In fact, a look back at
the last three decades shows
that stock prices were in decline
nearly 1 out of every 3 quarters.
Sadly, in their relentless pursuit
of alpha, most core bond managers have greatly reduced their
effectiveness to serve as a ‘buffer’
against falling equity prices.

Unfair Game is that conventional
wisdom about which statistics
are useful in evaluating professional baseball players is often
wrong. The Oakland Athletics
under general manager Billy
Beane used unconventional
statistics—called sabermetrics—
to assemble a winning team
despite having limited resources
to compensate players. Unconventional measures like on-base
percentage proved to be much
more effective in gauging player
potential than more common
and popular measures such as
batting average and runs batted
in.
All too often, the best bond managers are considered to be those
who possess the highest batting
average, i.e., the percent of time a
bond manager’s return meets or
exceeds the Barclays Aggregate.
This brings about a question:
If the objective of a core bond
manager is to serve as an effective ‘hedge’ against falling equity
prices, is batting average really
as important as it is made out to
be?
The problem with batting
average is that it completely

ignores the capital market
conditions present during
the performance period.
For example, stock prices rise
more often than they fall. Bond
managers understand that they
can simply increase the likelihood of outperforming the Aggregate by adding equity-like
risk to their portfolios. Many
managers load up on credit risk
in the hopes of improving their
batting averages and attracting
new clients.
Exhibit V illustrates Billy
Beane’s two fundamental
principles for winning baseball games; don’t get out, and
get on base so you can keep
scoring runs. Outperforming the Aggregate during a
downdraft in stock prices is
similar to avoiding an out in
baseball. Consistently adding value during these same
periods is comparable to a
high on-base percentage. We
believe on-base percentage is a
far more effective measure for
gauging bond manager value
than batting average because
it measures a bond manager’s
ability to serve as an effective
counterweight to equity risk.
On-base percentage is calculated by counting the number
of quarters of outperformance
when stock prices are falling
divided by the total number of
observations.
Exhibit VI shows that bond
managers with high batting
averages frequently carry
low on-base percentages
because they fail to add value
continued on next page

The Moneyball Approach to Measuring
Bond Manager Value
Debunking the “Batting
Average” Myth
The central premise of Moneyball: The Art of Winning an
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during stock market corrections. The diagram below separates the typical core bond manager’s batting average into paths
dependent upon rising or falling
stock prices. Hence, batting
average is the sum of the two
“outperform” paths. Since 2000,
the typical core bond manager
has hit .669, handsomely beating the Aggregate nearly 67%
of all quarters. However, during
stock price declines, the manager
outperformed only 48% of the
quarters. If we combine the 39%
occurrence of falling stock prices
with the manager’s 48% record
of beating the index we end up
with an on-base average of .187.
When comparing the manager’s
batting average (.669) to onbase percentage (.187), a huge
difference is discovered! Despite
sporting an impressive batting
average, the manager isn’t very
effective at buffering the portfolio against stock market declines.
Focusing just on batting average may cause plan sponsors
to overlook managers with
the greatest ability to enhance
the results of the total fund.
Just like in baseball, while batting averages, stolen bases and
home run totals are easy to find,
on-base percentage takes a little
more digging.
Important Additional Information

and Disclosure
Exhibit II. The Barclays Capital U.S.
Treasury Index (Treasury) is part of
Barclays global family of government
bonds indices. The index measures
the performance of the U.S. Treasury
bond market, using market capitalization weighting and a standard rule
based inclusion methodology. The
Barclays Capital U.S. Agency Index
(Agency) measures the performance of
the agency sector of the U.S. government bond market and is comprised
of investment-grade U.S. dollardenominated debentures issued by
government and government-related
agencies, including the Federal National Mortgage Association (“FNMA”
or “Fannie Mae”). The Index includes
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both callable and non-callable agency
securities that are publicly-issued by
U.S. government agencies, quasifederal corporations, and corporate
and foreign debt guaranteed by the
U.S. government. The Barclays Capital U.S. Mortgage-Backed Securities
Index (MBS) is an unmanaged index
composed of all fixed securities mortgage pools by GNMA, FNMA and the
FHLMC, including GNMA Graduated
Payment Mortgages. The Barclays
Capital Municipal Bond Index (Muni)
is a market-value-weighted index for
the long-term tax-exempt bond market. To be included in the index, bonds
must have a minimum credit rating of
Baa. They must have an outstanding
par value of at least $7 million and be
issued as part of a transaction of at
least $75 million. The bonds must be
fixed rate, have a dated-date after December 31, 1990, and must be at least
one year from their maturity date. The
Barclays Capital U.S. Credit Bond Index
(Corporate) is composed of all publicly
issued, fixed-rate, nonconvertible,
investment-grade corporate debt. Issues are rated at least Baa by Moody’s
Investors Service or BBB by Standard
& Poor’s, if unrated by Moody’s. The
Barclays Capital Asset-Backed Securities Index (ABS) is the ABS component
of the Barclays Aggregate Index. The
ABS Index has three subsectors: credit
and charge cards, autos, and utility.
The index includes pass-through,
bullet, and controlled amortization
structures. The ABS Index includes only
the senior class of each ABS issue and
the ERISA-eligible B and C tranche. The
manufactured housing sector was removed as of January 1, 2008, and the
home equity loan sector was removed
as of October 1, 2009., The Barclays
Capital Commercial Mortgage-Backed
Securities Index (CMBS) measures the
performance of investment-grade
commercial mortgage- backed securities, which are classes of securities
that represent interests in pools of
commercial mortgages. The Index
includes investment-grade CMBS that
are ERISA eligible with $300 million
or more of aggregate outstanding
transaction size. The Barclays Capital
U.S. Corporate High Yield Bond Index
(High Yield) is an unmanaged index
that is comprised of issues that meet
the following criteria: at least $150
million par value outstanding, maximum credit rating of Ba1 (including
defaulted issues) and at least one year
to maturity. The BofA Merrill Lynch
U.S. Convertible Bond Index (Converts)
includes convertible securities with
a minimum issue size of $50 million;
U.S. dollar denominated; sold into
the U.S. market and publicly traded in
the U.S.; convertible into U.S. dollar-
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denominated common stock, ADRs
or cash equivalent. The Credit Suisse
Senior Floating Bank Loan Index (Bank
Loans) is designed to mirror the investable universe of the $US-denominated
leveraged loan market. The S&P 500
Index a commonly recognized, market
capitalization weighted index of 500
widely held equity securities, designed
to measure broad U.S. equity performance. It is not possible to invest in
an index. Source: Bloomberg, Barclays
Capital, BofA Merrill Lynch, Credit
Suisse and Standard & Poor’s. BofA
Merrill Lynch™ indexes not for redistribution or other uses; provided “as is,”
without warranties and with no liability. Atlanta Capital has prepared this
report, BofA ML does not endorse it, or
guarantee, review or endorse Atlanta
Capital’s products.
Exhibit IV. Illustrates the annualized
return of the average core bond manager and the Barclays Aggregate index
during both rising, declining & full
stock market cycles. Rising markets
are defined as quarters where the
return of the S&P 500 index was positive. Declining markets are defined as
quarters where the return of the S&P
500 index was negative. Full market
cycles include both rising and declining periods. These positive and negative quarters are separated out from
the intervening quarters, cumulated
across the period, and annualized.
Source: Bloomberg and national consulting firm.
Exhibit V. Lewis, Michael. Moneyball,
The Art of Winning an Unfair Game.
New York: W.W. Norton, 2003.
Average Core Bond Manager. Calculated based on a national consulting
firm’s core fixed income peer group
and includes 62 members as of
6/30/13.
Capture Ratio. Shows whether the
average core bond manager outperformed the Barclays Aggregate index
during periods of rising or falling stock
prices, and if so, by how much. Periods of rising stock prices are defined
as quarters where the return of the
S&P 500 index was positive. Periods
of falling stock prices are defined as
quarters where the return of the S&P
500 index was negative. These positive
and negative quarters are separated
out from the intervening quarters and
cumulated across the period. The ratio
is calculated by taking the average
core bond manager’s cumulative return (in factor form) and dividing it by
the Barclays Aggregate. The statistic is
not annualized.
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Active Investing: The Case For A High
Conviction Approach
Art Steinmetz, President and Chief Investment Officer, Oppenheimer Funds
Contributors: Brian Levitt, Sarah Beaumont, CFA, Tim Horsburgh and Eliot Walsh
OFI Global has always been steadfast on the active versus passive
investing debate: we believe that
our approach to actively managed
investing will outperform over the
long term. This is because our portfolio managers seek to access upside
opportunities and limit downside
potential by taking on a myriad of
positions that passive strategies typically don’t undertake.
In the perennial debate over the
merits of active and passive investing, the passive camp argues that
the average active manager trails
the average passive strategy over
the long term. As this paper will
show, there’s a lot more to the story.
A certain type of high conviction,
highly active manager, dubbed
“diversified stock pickers” in a
groundbreaking series of academic
studies, has a clear record of outperforming both their benchmarks and
associated passive strategies over
a range of time frames, even net of
fees. Further, the upcoming environment may be particularly favorable
for active managers. We are entering
a more mature phase of the profit
recovery cycle and pairwise correlations have fallen, implying that the
valuation of each stock is increasingly based on its own fundamentals, rather than investor sentiment
toward an asset class as a whole.

We expect a fairly sluggish overall
period for global growth over the
next few years, but there will certainly be opportunities for stockpicking along the way. As such, we
contend that it may be time to give
active management another look.

Diversified stock-pickers
have beaten passive
strategies globally over
time

Not long ago, proponents of
passive management had all but
declared victory and gone home.
But the active/ passive debate
wasn’t over yet. In 2009, finance
researchers K.J. Martijn Cremers
and Antti Petajisto broke new
ground with their introduction of
a concept called “active share.”1
This was a new, intuitive way to
measure the percentage of an actively managed fund’s holdings
that differed from those of the
fund’s benchmark. The higher
the active share, the greater the
deviation from the index and the
more actively managed the fund
truly was.
The study showed that in the
measured time frame (1990–
2003), while the average active fund underperformed its
benchmark, those in the highest

active share quintile beat it by
an average of more than 100
basis points per year, even net of
fees. Past performance does not
guarantee future results. Nevertheless, the results vindicated the
high conviction, active investment approach I’ve long favored.
There was more to the story.
Comparing a fund’s active share
with its tracking error (a measure
of the volatility of a portfolio’s returns relative to its benchmark),
made it possible not only to
determine how active a manager truly was, but also to tease
out the nature of that activity:
Did an active manager’s performance versus a benchmark stem
from picking stocks? Making
sweeping industry or sector
bets? Both? Neither? Those that
scored low on both measures,
for example, were considered
“closet indexers”— basically,
what we consider overpriced
quasi-index funds—and they
generally underperformed every
other category, as one would
expect. Those that deviated from
their benchmarks but did not
make huge outsized factor bets
outperformed over time.
continued on next page

EXECUTIVESUMMARY

Actively managed investment strategies should play a key role in any investment portfolio for a variety of
reasons:
• Diversified stock pickers have beaten passive strategies globally Net of fees, truly active diversified
stock pickers outperformed the most common benchmarks over meaningful time frames.
• Passive strategies are not as passive as you think several facts inherent to many passive strategies
keep them from ever being truly indicative of market realities.
• The coming market may favor active managers a more mature phase in the profit recovery cycle may
offer active managers a better opportunity to add value.
1. Cremers, K. J. Martijn and Petajisto, Antti, How Active Is Your Fund Manager? A New Measure That Predicts Performance. The Review of Financial Studies, Volume 22, Number 9, August 6, 2009
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A 2013 follow-up paper by Petajisto
examined the relationship between
the two measurements using data
that ran from 1990 to 2009, capturing the worst effects of the global
financial crisis.2 This paper showed
that while the average actively
managed fund underperformed
its benchmark by 0.41% per year,
the “diversified stock pickers” (high
active share and low tracking error)
outperformed their benchmarks
by 1.26% annually on average after
fees and expenses.
Past performance is certainly no
guarantee of future results, but
that’s meaningful outperformance,
especially compounded over time.
It turns out that passive didn’t necessarily beat active, after all. A high
conviction, highly active approach
made the difference.

Rise of the Diversified
Stock Pickers: Going Global
Cremers and Petajisto limited their
study to domestic U.S. mutual
funds, but we adapted a similar
approach to see whether diversified stock pickers have seen similar
outperformance in the global and
international (global ex-U.S.) equity
space. In short, they have.

Because the global and foreign
large blend categories have
somewhat shorter histories (and
fewer funds to work with) than the
domestic equity category, we were
only able to use data going back
eight years, from 2005 to 2013. Additionally, since most of the funds
in these categories have high active
share, there were few true “closet
indexers” to analyze. Still, we found
that net of fees, the global and
international diversified stock pickers (funds with active share above
the category median and tracking
error below it) meaningfully outperformed the most common benchmarks over the three-, five- and
eight-year periods ending June 30,
2013. Once again, high conviction,
active investing prevailed.

Chart 1 - How “Active” Is Your Active Manager?
Comparing active share to tracking error can help identify different
styles of active management.

Source: “How Active is Your Fund Manager? A New Measure That Predicts Performance” K.J. Martijn Cremers and Antti Petajisto, Yale School of Management. Published March 31, 2009.

Chart 2 - Active Beats Passive Globally
Global diversified stock pickers outperformed their passive counterpart’s respective benchmark.

Source: Morningstar, OppenheimerFunds Proprietary Research, 6/30/13. The Morgan Stanley
Capital International (MSCI) all Country World (ACWI) Index is designed to measure the equity
market performance of developed and emerging markets. Indices are unmanaged and cannot
be purchased directly by investors. Index performance is shown for illustrative purposes only
and does not predict or depict the performance of any investment. Past performance does not
guarantee future results. (see Methodology*)

2
. Petajisto Antti, Active Share and Mutual Fund Performance, Financial Analysts Journal, Volume 69, Number 4, January 15, 2013. Past
performance does not guarantee future results.
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Passive strategies are not
as passive as you think

If active management’s merits are
underappreciated, the reverse is
likely true of passive. People are
rarely agnostic about anything in
life, yet many are comfortable with
a surprisingly hands-off approach
to their investments. They apparently see no need to examine a
company’s cash flows, competitive
position or valuation before buying a stake in it. They don’t see any
reason to go visit the company, or
to get to know its management.
The media will tell you that there’s
little point; passive investing’s
results speak for themselves, right?
Over short periods, perhaps that’s
true. Common large-cap, small-cap
and global benchmarks ranked
reasonably high in their respective
Morningstar categories over the
three years ending June 30, 2013.
Take a look over 15 years, however,
and the story is completely different. As long-term investment
propositions, passive funds tracking
these widely owned benchmarks
were frankly unremarkable, and in
some cases, downright poor.
Yet, investors continue to pump assets into passive strategies, including passively managed exchangetraded funds (ETFs), which have
grown rapidly over the last decade.
It’s true that ETFs often have greater
liquidity, more transparency, and
lower fees than comparable actively
managed funds. But long-term
investors might be getting more
risk—in addition to less reward—

Chart 3 - Active Beats Passive Internationally
Active strategies focusing outside the United States outperformed
their passive counterpart’s respective benchmarks.

Source: Morningstar, OppenheimerFunds Proprietary Research, 6/30/13. The Morgan Stanley
Capital International (MSCI) All Country World (ACWI) ex-U.S. Index is designed to measure the
equity market performance of developed and emerging markets not including the United States.
Indices are unmanaged and cannot be purchased directly by investors. Index performance is
shown for illustrative purposes only and does not predict or depict the performance of any investment. Past performance does not guarantee future results. (see Methodology*)

Chart 4 - Not Bad in the Short Term; Not Good Over the Long Term
Index percentile rankings in Morningstar category, 3- and 15-year
periods ending June 30, 2013.

Source: Morningstar, based on the firm’s percentile rankings, 6/30/13. Indices are ranked
against funds of that respective category. Rankings are subject to change. The S&P 500 Index
is a broad-based measure of domestic stock market performance. The Russell 2000 Index
measures the performance of small-capitalization stocks. The MSCI World Index is designed to
measure global developed market equity performance. Indices are unmanaged and cannot
be purchased directly by investors. Index performance is shown for illustrative purposes only
and does not predict or depict the performance of any investment. Past performance does not
guarantee future results.

continued on next page

Methodology*
We used the Morningstar World Stock and Morningstar Foreign Large Blend category, respectively, as
proxies for all global and international funds.3 Within those categories, we measured each fund’s 3-,
5- and 8-year average quarterly active share and tracking error to its prospectus-stated benchmark,
grouped the results by the median of both measures and divided them into four categories: diversified
stock pickers, concentrated stock pickers, factor bets and closet indexers. We then matched the sorted
funds to their 3-, 5- and 8-year annualized returns and averaged those returns to find each category’s
performance.
3
. The Morningstar World Stock category is comprised of international funds that have more than 20% of their portfolio invested in the
United States. The Morningstar Foreign Large Blend Category is comprised of funds seeking capital appreciation by investing primarily in large (greater than $5 billion in market capitalization) foreign stocks. The blend style is assigned to funds where neither growth
nor value characteristics predominate. Category performance is shown for illustrative purposes only and does not predict or depict the
performance of any investment.
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than they bargained for. Let’s consider
some of the main shortcomings of
passive funds and ETFs:
• Opportunity costs: Destined
for averageness It’s hard to beat
the index if you try to emulate the
index. By definition, investors in a
strategy that tracks an index are
foregoing the potential to outperform it. The overseers collect a
management fee, however modest, but have no mandate to beat
the benchmark. As an investment
philosophy, that’s just depressing.
• Index composition: Beware of
distortions Index composition can
create biases in passive strategies
that may not be readily apparent.
Want broad country exposure?
Consider that just 10 companies
represent 19% of the S&P 500
Index, or that in a passive strategy
linked to the Brazilian BOVESPA
Index, just two companies would
represent over 20% of its holdings.4
The latter, incidentally, happen
to be partially state-owned, and
therefore may not operate in the
best interests of shareholders. In
fact, approximately 30%-40% of
the companies in the MSCI Emerging Markets Index are state-owned
enterprises (SOESs), and in China,
the biggest emerging market of all,
SOEs make up an estimated 80% of
the market.5
Weighting index holdings by market capitalization, as many indices
do, also skews sector allocations
in some cases. Within the S&P 500
Index, for example, sector weightings have often favored booming
sectors: Energy was 30% in 1980,
technology 30% in 1999, and financials 22% in 2006, the eve of the
global financial crisis. In that sense,
passive investing looks awfully
similar to momentum investing by
another name. Of course, following
each boom, index-linked investors
fully participated in the subsequent
busts.6

• Index inclusion: Active decisions affect passive strategies Although indices are
technically unmanaged, policy
committees still decide when
to rebalance or change constituents. Passive funds just go
along with whatever the committee decides. These changes
are not necessarily based on
fundamentals, but rather on
index rules. Besides sometimes
resulting in suboptimal investment decisions, the process
can distort the prices of added
or deleted securities. Think
about this: on average, for all
stocks added to the S&P 500
Index over the past 10 years,
stock prices rose 4.2% in the 15
days prior to being added to
the index and fell 2.1% in the
15 days after being added to
the index.7
• Tracking error: Imitation’s
limitations a passively managed fund is simply supposed
to provide investors with the
index exposure they’re seeking.
Unfortunately, it doesn’t always
work out that way. There’s sim-

Relatively illiquid investments,
such as emerging market stocks,
present unique tracking error
risks. During times of market
stress, certain kinds of passive
investments (ETFs, for example)
may be the only liquid security
in a market—more liquid, that is,
than the underlying stocks in the
portfolio. Thus, in a sell-off, the
underlying securities can come
under intense downward pressure, worsening the rout. The dollar value of failed trades of this
kind can reach into the billions
of dollars on particularly volatile
days, and it is investors who
often must absorb the losses.

Chart 5 - Index Additions Distort Security Prices
As a group, stocks added into the S&P 500 index tend to go down in value.

Source: Standard & Poor’s, Bloomberg, 6/30/13. Based on all securities added to S&P
500 Index during 10 years ended 6/30/13 with at least 15 trading days before and after security was added to index. Past performance does not guarantee future results.

The Economist, “The Big Engine that Couldn’t,” May 19, 2012.
Bloomberg, June 30, 2013.
7.
Financial Times, “market turbulence revives fears over EFT structural issues,” July 24, 2013.
5.
6.
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ply no guarantee that a passive
strategy will closely match its
benchmark. Tracking error can
vary widely by strategy, especially for funds that use optimization or sampling methods to
mimic index exposure, as well
as for strategies with illiquid
underlying securities, higher
transaction costs and cash
“drag” (passive strategies usually hold cash, while underlying indices don’t).
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The coming market
environment is likely to favor
active managers

Having demonstrated the strengths
of high conviction, active investing
and pointed out important shortcomings— especially over longer holding
periods—of passive strategies, I would
concede that there are times when passive managers may also rank among
the higher performers within their
peer groups. The S&P 500 index, the
most widely held passive strategy, has
outperformed over the past three years
but posted middling returns over a
longer period. We see that the odds are
even slightly better than in any given
month over the past two decades, its
rolling 3-year returns would land in the
top half of the Lipper Large-Cap Core
category. We’re using Lipper because,
unlike Morningstar, Lipper places all
pure S&P 500 index funds with low
advisory fees (less than 50 basis points)
into its own classification, which allows
for a more robust comparison between
active and passive strategies. But
while those odds are not much better
than the flip of a coin, the timing of
the index’s outperformance is far less
random.
A statistically meaningful historical
correlation exists between the relative
performance ranking of the S&P 500
Index and U.S. corporate profit margins
(a measure of how much a company
actually keeps in earnings out of every
dollar of sales). The S&P 500 index has
tended to rise into the top half, and
even the top quartile, of the Lipper
Large-Cap Core category during the
recovery and early expansion phases
of recent economic cycles, when profit
margins typically climb. Conversely,
the S&P 500 Index passive strategy
underperformed as the economic cycle
matured and profit margins rolled over.
Why? Businesses generally reduce expenses during recessions and emerge
with leaner business operations and
cleaner balance sheets, enabling them
initially to derive greater profits from
each product or service sold. As the
economy gathers momentum, volumes increase in kind. With the rising
tide of corporate profitability lifting

most boats, investors can be less selective, and passive strategies historically tend to perform relatively well.
This pattern held in the aftermath of
each of the last three U.S. economic
recessions.
Once the cycle matures and competition emerges, however, companies have to spend more to boost
revenues. The markets increasingly
tend to reward companies that succeed in doing so and penalize those
that don’t. It is precisely during these
times when stock selection has mattered most and the relative return of
the index has fallen into the bottom
half of the category.
As of mid 2013, profit margins appear to be declining, suggesting a
tailwind for truly active managers.
Fewer companies are generating revenue growth, and businesses have
begun to deploy additional capital,
albeit at a modest pace. Investors appear to be taking notice, differentiating between the potential winners
and losers. “Pairwise” stock correlations, or the degree to which individual stock prices move together,

were at a five-year low, having declined
significantly from an all-time high in
mid-2012. Lower correlations imply
that the price of each stock is increasingly based on its own fundamentals,
rather than on investor sentiment
toward the asset class as a whole.

Summing Up

The debate over the relative merits of
active and passive investing goes on.
While some in the passive camp would
have investors believe that the question has been settled in passive’s favor,
there is clearly more, much more, to
the story. Even net of fees, diversified
stock pickers—another name for high
conviction, highly active investors—
have outperformed passive strategies
over various time frames domestically,
internationally and globally. Investors
should understand this, as well as some
of the unheralded shortcomings of passive investing. Given this knowledge,
and given that U.S. margins appear to
be declining (along with pairwise correlations), it’s time for skeptics to give
high conviction, active management a
fresh look.

Chart 6 - Passive Strategies Under Future Pressure?
Declining profit margins have often preceded passive underperformance.

Source: Lipper and Bloomberg, 6/30/13. The chart depicts the rolling 3-year monthly
performance rank of the S&P 500 Index in the Lipper Large-Cap Core Category. The
S&P 500 Index is a broad-based measure of domestic stock market performance.
Indices are unmanaged and cannot be purchased directly by investors. Index performance is for illustrative purposes only and does not predict or depict the performance
of any investment. Past performance does not guarantee future results.
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Future Event Sites
2014 Spring Conference
May 18-20
Soaring Eagle Resort
Mt. Pleasant, MI

2018 Spring Conference
May 20-22
Soaring Eagle Resort
Mt. Pleasant, MI

2014 Fall Conference
September 14-16
Grand Traverse Resort & Spa
Acme, MI

2018 Fall Conference
September 23-25
Amway Grand Plaza Hotel
Grand Rapids, MI

2015 Spring Conference
May 17-19
Soaring Eagle Resort
Mt. Pleasant, MI
2015 Fall Conference
September 27-29
Grand Traverse Resort & Spa
Acme, MI
2016 Spring Conference
May 22-24
Soaring Eagle Resort
Mt. Pleasant, MI

Bellaire

2016 Fall Conference
September 18-20
Grand Hotel
Mackinac Island, MI
2017 Spring Conference
May 21 - 23
Grand Traverse Resort & Spa
Acme, MI
2017 Fall Conference
September 17 - 19
Shanty Creek Resort
Bellaire, MI
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Information/articles in this publication should not be construed as investment or legal advice and are not recommendations to adopt any particular investment or legal strategy. This material has been prepared on the basis of
publicly available information, internally developed data, and other third-party sources. However, no assurances
are provided regarding the reliability of public and third-party sourced data. Articles printed in our annual newsletters are selected from submissions received from corporate members. The deadline for submissions is June 1st for the
Summer newsletter and November 1st for the Winter newsletter. Articles should be sent electronically (Word format
preferred) to info@mapers.org. Publication and editing are at the discretion of the MAPERS Executive Board. Articles
published in PensionScope are not necessarily endorsed by MAPERS. The thoughts and opinions expressed are those of
the authors and not those of MAPERS. For information about advertising in PensionScope and other MAPERS publications please contact the MAPERS office at 800-475-4200, or visit our website, www.mapers.org.
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