
BOARD OF REGENTS 
STATE OF IOWA 

AUDIT/COMPLIANCE AND INVESTMENT COMMITTEE 3
FEBRUARY 24-25, 2016

Contact:  Andrea Anania

INVESTMENT AND CASH MANAGEMENT REPORT 
FOR THE QUARTER ENDED DECEMBER 31, 2015 

Recommended Action:  Receive the report. 

Executive Summary:  The Regent institutions maintain the following investment portfolios: 

Dollars (000's) % Quarter
Rolling      
1 Year

Cash and Daily Liquidity $99,290 9.3% 0.05% 0.11% 0.26%

91-Day T-Bill 0.00% 0.09%

Internally Managed Short-Term Securities and Bank CDs $7 0.0% 0.96% 3.18% 6.32%
Merrill Lynch 1-3 Treasury/Agency -0.43% 0.56%

Externally Managed Short-Term Bond Fund (funded 8/12) $15,416 1.4% -0.20% 0.90%

Merrill Lynch 1-3 Government/Corporate -0.35% 0.67%

Externally Managed Diversified Operating Pool $957,214 89.3% 0.50% -0.30%

Merrill Lynch 1-3 Government/Corporate -0.35% 0.67%

Total Operating $1,071,927 100.0% 0.48% -0.20%

Restricted Bond Accounts $221,865 -0.01% 0.33% 0.44%

91-Day T-Bill 0.00% 0.09%

Merrill Lynch 1-3 Treasury/Agency -0.43% 0.56%

Long-Term Endowment $358,184 3.00% -0.20%

Blended Policy Index 3.00% -0.30%

Intermediate Term Pool $367,472 1.10% -1.30%

Barclays Aggregate -0.56% 0.57%
SUI has additional bond trustee balances of $125.5 million with Wells Fargo Corporate Trust.

SUI has an additional investment account at Chicago Equity Partners with a balance of $22.9 million for the Iowa Medical Mutual Insurance Company.

Dollars (000's) % Quarter
Rolling      
1 Year

Cash and Daily Liquidity $85,143 16.4% 0.05% 0.11% 0.13%

91-Day T-Bill 0.00% 0.09%

Internally Managed Short-Term Securities and Bank CDs $169,681 32.7% -0.11% 0.65% 1.24%

Merrill Lynch 1-3 Treasury/Agency -0.43% 0.56%

Externally Managed Diversified Operating Pool $264,534 50.9% 0.60% -0.10%

Merrill Lynch 1-3 Government/Corporate -0.35% 0.67%

Total Operating $519,358 100.0% 0.25% 0.33%

Restricted Bond Accounts $142,322 -0.31% 0.37% 0.78%

91-Day T-Bill 0.00% 0.09%

Merrill Lynch 1-3 Treasury/Agency -0.43% 0.56%

Long-Term Endowment $158,085 2.90% 0.40%

Blended Policy Index 3.00% -0.30%
 ISU has additional bond trustee balances of $24.10 million with Wells Fargo Corporate Trust.

Dollars (000's) % Quarter
Rolling      
1 Year

Cash and Daily Liquidity $32,005 39.5% 0.07% 0.21% 0.27%

91-Day T-Bill 0.00% 0.09%

Internally Managed Short-Term Securities and Bank CDs $11,189 13.8% -0.26% 1.18% 1.24%

Merrill Lynch 1-3 Treasury/Agency -0.43% 0.56%

Externally Managed Diversified Operating Pool $37,758 46.6% 0.50% -0.30%

Merrill Lynch 1-3 Government/Corporate -0.35% 0.67%

Total Operating $80,952 100.0% 0.23% 0.11%

Restricted Bond Accounts $28,094 -0.33% 0.83% 1.05%

91-Day T-Bill 0.00% 0.09%

Merrill Lynch 1-3 Treasury/Agency -0.43% 0.56%

Long-Term Endowment $8,912 3.00% -0.20%

Blended Policy Index 3.00% -0.30%

Intermediate Term Pool $9,830 1.10% -1.30%

Barclays Aggregate -0.56% 0.57%
UNI invests in SUI's Externally Managed Diversified Operating and Intermediate Pools and Long-Term Endowment.
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Background:   
Board of Regents investment policy: http://www.regents.iowa.gov/Policies/Chapter%207/chapter7.04.htm  

The Board of Regents employs an investment advisor for periodic review and evaluation of 
investment policy, strategy, and performance.  Marquette Associates, Inc. was approved by the 
Board at its October 2015 meeting to be the investment advisor to the Board and Regent 
institutions.  The investment advisor assists with the evaluation of the Board’s investment policies 
and provides quarterly portfolio summary reports on fund and investment manager performance. 

OPERATING PORTFOLIOS 
The primary goals for investment prudence of the operating portfolios include safety of principal, 
maintenance of liquidity to match expected liabilities, and a reasonable return.  The operating 
portfolio is to be managed to ensure funds are available to support operational needs. 

RESTRICTED BOND ACCOUNTS 
Bonds accounts include proceeds from bond issues.  Accounts include project construction funds, 
sinking funds, and reserves.  Each individual bond has specific investment restrictions which may 
vary by type of account with reserve accounts being the most restrictive as to types of authorized 
investment. 

INTERMEDIATE TERM PORTFOLIOS 
Intermediate term pools provide added flexibility for long-duration asset investment including 
quasi endowments, which are longer-term in nature but have no externally-imposed restriction 
that the principal remain intact. 

ENDOWMENT PORTFOLIOS 
The Board’s investment policy defines endowment funds as primarily donor gifts and other funds 
received for specific purposes.  The purpose of endowment funds is to provide: 

 Intergenerational equity of income in perpetuity; and  

 A stable income sufficient to meet the reasonable spending needs of the component 
endowments by keeping pace with inflation and not degrading the real value of the corpus 
over time. 

  

Dollars (000's) % Quarter
Rolling      
1 Year

Cash and Daily Liquidity $2,040 100.0% 0.05% 0.05% 0.05%

Dollars (000's) % Quarter
Rolling      
1 Year

Cash and Daily Liquidity $1,068 100.0% 0.18% 0.19% 0.17%
 ISD and IBSSS invest in ISU's Long-Term Endowment.

IOWA BRAILLE AND SIGHT SAVING SCHOOL
Market Value Return

Current 
Yield

IOWA SCHOOL FOR THE DEAF
Market Value Return

Current 
Yield
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Below are the Board authorized fund managers: 

MANAGER TYPE  AUTHORIZED 

Adams Street Partners 
2010 Global Offering Private Equity Fund Manager March 2010 

Adams Street Partners 
2012 Global Offering Private Equity Fund Manager September 2011 

Adams Street Partners 
2013 Global Offering Private Equity Fund Manager September 2012 

AllianceBernstein Global-Plus Fixed Income Fixed Income Fund Manager September 2014 

Arrowstreet Capital All World ex-U.S. Non-U.S. Equity Investment Manager June 2013 

Brandywine Global Opportunistic Fixed Income Fund Manager September 2014 

Chicago Equity Partners Fixed Income Fund Manager December 2010 

Commonfund Capital, Inc. 
Natural Resource Partners IX Private Real Assets Fund Manager April 2012 

Commonfund Capital International 
Partners VI, L.P. (CF Int’l Partners VI) International Private Equity Manager March 2007 

Commonfund Capital Private Equity 
Partners VII, L.P. (CF Private Equity VII) Domestic Private Equity Manager March 2007 

Commonfund Capital Venture Partners 
VIII, L.P. (CF Venture Capital VIII) Primarily Domestic Venture Capital Manager March 2007 

Commonfund Capital Natural Resources 
Partners VIII, L.P. (CF NR Partners VIII) Private Real Assets Fund Manager September 2008 

Delaware Investments Small Cap Core Domestic Fund Manager December 2008 

Dimensional Fund Advisors (DFA) 
(DFA 1-year Fixed Income Fund) 

Short-Term Fixed Income Manager 
Short-Term Fixed Income Manager 

February 2012 
December 2013 

Dodge & Cox (Income Fund) 
Dodge & Cox (Global Bond Fund) 

Fixed Income Fund Manager 
Global Bond Fund Manager 

February 2004 
September 2014 

EARNEST Partners International Equity Non-U.S. Equity Investment Manager June 2013 

Federated Investors 
(Federated Ultra-Short Bond Fund) Short-Term Fixed Income Manager December 2013 

FLAG Capital Management 
(FLAG Energy & Resources Partners III, L.P.) Private Real Assets Fund Manager December 2013 

 

Continued on the following page.  
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MANAGER TYPE  AUTHORIZED 

Guggenheim Partners Asset Management Bank Loan Fund Manager August 2013 

Neuberger Berman 
High Yield Bond Fund Manager  
High Yield Bond Fund Manager 

August 2011 
August 2014 

NB Alternative Advisors 
(NB Crossroads XVIII) Private Equity Fund Manager November 2005 

NB Alternative Advisors 
(NB Crossroads XX) Private Equity Fund Manager September 2012 

NB Alternative Advisors Private Equity/Private Real Assets Fund Manager March 2015 

Landmark Partners 
(Landmark Equity Partners XIV, L.P.) Private Equity Fund Manager March 2010 

Landmark Partners 
(Landmark Equity Partners XV, L.P.) 
(Landmark Real Estate Fund VII) 

Private Equity Fund Manager 
Private Real Estate Fund Manager 

September 2012 
December 2013 

Metropolitan Real Estate Partners 
Global III Fund (MREP Global III) Private Real Estate Fund Manager September 2009 

Metropolitan Real Estate Partners 
Global VI Fund (MREP Global VI) Private Real Estate Fund Manager April 2012 

PIMCO 
PIMCO Short-Term Bond Fund 

Short-Term Fixed Income Manager 
Short-Term Fixed Income Manager 

February 2012 
December 2013 

Principal Financial Group 
(Enhanced Property Fund) Private Real Estate Fund Manager November 2005 

Reams Asset Management Fixed Income Fund Manager 
 Institutional Endowments 
 SUI Intermediate Term Endowment 

 
 

January 2002 
July 2001 

State Street Global Advisors 
 
(SSGA ACWI ex-U.S. Index) 

Short-Term Fixed Income Manager 
Diversified Investment Options (Intermediate Portfolio) 
International Equity Index Fund Manager 

February 2012 
February 2011 

April 2009 

Vanguard Group 
 
(Institutional Index Fund) 
(Global ex-U.S. Real Estate Index Fund) 

Short-Term Fixed Income Manager 
Diversified Investment Options (Operating Portfolio) 
Large Cap S&P 500 Index Fund 
Public Real Estate Fund Manager 

February 2012 
September 2008 

February 2008 
December 2013 

Voya Financial Inc. ING Investment 
Management (name change) Bank Loan Fund Manager August 2013 

Western Asset Management Bank Loan Fund Manager August 2013 
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Marquette At a Glance 
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 Founded in 1986 

 Headquartered in Chicago 

 Over $128B under advisement 
As of September 30, 2015 

 100% employee owned 



Consulting Team 
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Dave Smith, CFA 
Managing Partner 

 19 years industry experience 
 B.S.B.A, University of Richmond 
 M.B.A., University of Chicago 

Booth School of Business 
 CFA Charterholder 
 Member, CFA Society of 

Chicago 

Doug Oest, CAIA 
Managing Partner 

 14 years industry experience 
 B.B.A., University of Iowa, Iowa 

City 
 CAIA Charterholder 
 Member, CAIA Association® 

Greg Leonberger, FSA, EA, 
MAAA 
Director of Research, Managing 
Partner 

 17 years industry experience 
 Leads capital markets research and 

directs investment strategies 
 B.S., University of Notre Dame 
 M.B.A. with honors, University of 

Chicago Booth School of Business 
 

Kelli Schrade, CAIA 
Director of Manager Research, 
Manager Partner 

 20 years industry experience 
 B.A., Kenyon College 
 M.B.A., University of North 

Carolina , Chapel Hill – Kenan-
Flagler Business School (In 
Progress) 

 Rising Star of Public Funds – 2012 
 



Market 
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What to Watch in 2016: 
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 Further rate hikes 

 Oil prices 

 Approaching full employment? 

 Wage growth 

 Geo-political events 

 



Growth Doesn’t Last Forever 
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Number of months between recessions 
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An Even Stronger Dollar? 
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Inflation likely to stay low as U.S. interest rates rise and dollar strengthens 
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U.S. Equity: A Divergent Year  
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Source: Bloomberg 

As of 12/31/2015   Month 3-Month YTD 1 Year 3 Year 5 Year 10 Year 

Broad Market Indices   

DJ Industrial Average   -1.5% 7.7% 0.2% 0.2% 12.7% 11.3% 7.8% 

Wilshire 5000 -2.0% 6.3% 0.4% 0.4% 14.7% 12.1% 7.5% 

Russell 3000   -2.1% 5.4% 0.5% 0.5% 14.7% 12.2% 7.4% 

Large-Cap Market Indices   

S&P 500   -1.6% 7.0% 1.4% 1.4% 15.1% 12.6% 7.3% 

Russell 1000 -1.8% 6.5% 0.9% 0.9% 15.0% 12.4% 7.4% 

Russell 1000 Value   -2.2% 5.6% -3.8% -3.8% 13.1% 11.3% 6.2% 

Russell 1000 Growth -1.5% 7.3% 5.7% 5.7% 16.8% 13.5% 8.5% 

Mid-Cap Market Indices                 

Russell Mid Cap -2.7% 3.6% -2.4% -2.4% 14.2% 11.4% 8.0% 

Russell Mid Cap Value   -3.1% 3.1% -4.8% -4.8% 13.4% 11.3% 7.6% 

Russell Mid Cap Growth -2.3% 4.1% -0.2% -0.2% 14.9% 11.5% 8.2% 

Small-Cap Market Indices                 

Russell 2000 -5.0% 3.6% -4.4% -4.4% 11.7% 9.2% 6.8% 

Russell 2000 Value   -5.3% 2.9% -7.5% -7.5% 9.1% 7.7% 5.6% 

Russell 2000 Growth   -4.8% 4.3% -1.4% -1.4% 14.3% 10.7% 8.0% 



U.S. Equity: Narrow Leadership 
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Source: Morningstar Direct, Bloomberg 

The ten largest stocks in the S&P 500 drove performance in 2015 
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Fixed Income: Safety in Government Bonds 
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Investors reduced credit exposure in 2015 

  Month Qtr. YTD 1 Year 3 Year 5 Year 10 Year 

 BarCap Aggregate -0.3% -0.6% 0.6% 0.6% 1.4% 3.3% 4.5% 

 BarCap Gov -0.2% -0.9% 0.9% 0.9% 1.0% 2.8% 4.1% 

 BarCap 1-3 yr Gov -0.1% -0.4% 0.6% 0.6% 0.5% 0.7% 2.5% 

 BarCap US TIPS -0.8% -0.6% -1.4% -1.4% -2.3% 2.6% 3.9% 

 BarCap High Yield -2.5% -2.1% -4.5% -4.5% 1.7% 5.0% 7.0% 

 CS Leveraged Loan  -1.0% -2.0% -0.4% -0.4% 2.6% 3.8% 4.1% 

 BarCap Global Aggregate 0.5% -0.9% -3.2% -3.2% -1.7% 0.9% 3.7% 



Fixed Income: Houston, We Have Liftoff 
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Source: Bloomberg 

Yield curve begins to flatten 
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Non-U.S. Equities: An Up and Down Year 
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Source: Bloomberg 

Developed small-cap was the best performer, returning 9.6% 

  Month Qtr. YTD 1 Year 3 Year 5 Year 10 Year 

 MSCI EAFE -1.4% 4.7% -0.8% -0.8% 5.0% 3.6% 3.0% 

 MSCI EAFE Local -2.7% 6.3% 5.3% 5.3% 12.3% 7.9% 3.2% 

 MSCI Emerging Markets -2.2% 0.7% -14.9% -14.9% -6.8% -4.8% 3.6% 

 MSCI EM Local -1.1% 1.5% -5.8% -5.8% 0.8% 0.9% 6.0% 

 MSCI EAFE Small-Cap 0.7% 6.8% 9.6% 9.6% 10.4% 6.3% 4.6% 

 MSCI EM Small-Cap 0.1% 3.3% -6.9% -6.9% -1.7% -3.3% 6.1% 

 MSCI Frontier -0.3% -1.2% -14.5% -14.5% 4.8% 0.4% -1.8% 



Real Estate: Capital Flows into U.S. Real Estate 

13 December 31, 2015 

Source: Real Capital Analytics, AEW 

Capital flows into U.S. real estate totaled $46 billion in 2014 and $55 billion in the first half of 2015 
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Real Estate: Expectations for the Future 

14 December 31, 2015 

Source: PREA Survey, September 2015 

Normalization is the anticipation 
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University of Iowa Operating Portfolio – Asset Allocation 
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Iowa State University Operating Portfolio – Asset Allocation 
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University of Iowa Operating Portfolio – Market Values 
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Iowa State University Operating Portfolio – Market Values 
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University of Iowa Operating Portfolio – Return Summary 
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Iowa State University Operating Portfolio – Return Summary 
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University of Iowa Short Term Fixed Income Portfolio 
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University of Iowa Diversified Intermediate Term Portfolio 
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University of Iowa Diversified Intermediate Term Portfolio 
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University of Iowa Diversified Intermediate Term Portfolio 
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University of Iowa Endowment – Asset Allocation 
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Iowa State University Endowment – Asset Allocation 
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University of Iowa Endowment – Market Values 
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Iowa State University Endowment – Market Values 
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University of Iowa Endowment – Return Summary 
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Iowa State University Endowment – Return Summary 
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University of Iowa Endowment – Liquidity by Percent of Assets 
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Daily, 53.59% 

Monthly, 25.31% 

Quarterly, 6.17% 

Illiquid, 14.93% 

University of Iowa Endowment 



Iowa State University Endowment – Liquidity by Percent of Assets 
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Daily, 51.54% 

Monthly, 18.93% 

Quarterly, 8.86% 

Illiquid, 20.68% 

Iowa State University Endowment 



University of Iowa Endowment – Private Equity 
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University of Iowa Endowment – Real Assets 
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Iowa State University Endowment – Private Equity 
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Iowa State University Endowment – Real Assets 
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Year One Work Plan 
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Timing Project Details 

November to February Historical Analysis Systems Onboarding  

December to January Custom Report Design 
Develop reports based on 
feedback  

December to April 
Investment Manager Due 
Diligence 

Four Phase Process  

March to May Asset Allocation 
Asset Allocation, Stress 
Testing, Risk Analysis  

May to December 
Systems Review and 
Implementation 

Observations, 
Recommendations and 
Implementation  



Investment Manager Due Diligence 
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Marquette’s disciplined manager evaluation process 

Seamless transition, completely managed by our team 



Asset Allocation Analysis 
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Evaluate expected risk and return characteristics for each portfolio 

Forward-Looking 

Evaluates multiple forms of risk 

Based on Board of Regents’ specific information: 

Goals 

 Liabilities 

Constraints: liquidity, time horizon, unique 

circumstances 



Asset Allocation Risk Metrics 
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 Volatility 

 

 Downside Risk 

 Peer Risk 

 Interest Rate Risk 

 Credit Quality 

 Equity Style 

 Equity Valuation 

 Liquidity 

Traditional Risks 

Additional Risks Evaluated by Marquette 
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The sources of information used in this report are believed to be reliable. Marquette Associates, 

Inc. has not independently verified all of the information and its accuracy cannot be guaranteed. 

Opinions, estimates, projections and comments on financial market trends constitute our 

judgment and are subject to change without notice. References to specific securities are for 

illustrative purposes only and do not constitute recommendations. Past performance does not 

guarantee future results. 

  

About Marquette Associates 

Marquette Associates is an independent investment consulting firm that guides institutional 

investment programs with a focused three-point approach and careful research. For more than 25 

years Marquette has served this mission in close collaboration with clients – enabling institutions 

to be more effective investment stewards. Marquette is a completely independent and 100% 

employee-owned consultancy founded with the sole purpose of advising institutions. For more 

information, please visit www.marquetteassociates.com. 


