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U.S. Economy Overview
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 Advanced estimate for 3Q GDP: 3.0%

 Unemployment fell to 4.1% in October with the U.S. 

adding 261K jobs

 CPI rose 2.2% over the trailing 12 months, with 

energy up 6.1%

 Jerome Powell nominated for Federal Reserve 

Chairman, likely continuing the Fed’s current policy

As of October 31, 2017



Tax Reform Highlights
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 Decreases corporate tax rate from 35% to 20%

 One-time 12% tax on repatriated cash holdings

 Reduces the number of individual tax brackets to 4

 Increases standard deductions, while limiting itemized 

deductions

 Subject to change



Yield Curve and Steepness: A Parallel Rise
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Yield curve rose as bonds gave ground across the curve due to less-severe risks in the month

Source: Federal Reserve as of September 30, 2017
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Risk Credit Rallied
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Safe havens fell as market risks were less severe than expected

September 30, 2017

Source: Bloomberg Barclays, Credit Suisse, JPMorgan as of September 30, 2017

Month (%) 3-Month (%) YTD (%) 1 Year (%) 3 Year (%) 5 Year (%) 10 Year (%)

Broad Market Indices
Blm BC Aggregate -0.5 0.8 3.1 0.1 2.7 2.1 4.3

Intermediate Indices
Blm BC Int. Gov./Credit -0.5 0.6 2.3 0.2 2.1 1.6 3.6

Government Only Indices
Blm BC Long Gov. -2.1 0.6 6.1 -6.1 4.8 2.9 6.8
Blm BC Int. Gov. -0.6 0.3 1.5 -0.7 1.6 1.0 3.1
Blm BC 1-3 Year Gov. -0.2 0.2 0.7 0.3 0.8 0.6 1.8
Blm BC U.S. TIPS -0.6 0.9 1.7 -0.7 1.6 0.0 3.9

Credit Indices
Blm BC U.S. Long Credit -0.2 2.2 8.7 2.9 6.0 4.7 7.6
Blm BC High Yield 0.9 2.0 7.0 8.9 5.8 6.4 7.8
CS Leveraged Loan Index 0.4 1.1 3.0 5.4 4.0 4.4 4.4

Securitized Bond Indices
Blm BC MBS -0.2 1.0 2.3 0.3 2.4 2.0 4.1
Blm BC ABS -0.2 0.4 1.6 0.9 1.8 1.3 2.9
Blm BC CMBS -1.0 0.8 3.1 0.1 3.0 2.6 4.8

Non-US Indices
Blm BC Global Aggregate Hedged -0.5 0.8 2.2 -0.2 3.1 3.1 4.3
JPM EMBI Global Diversified 0.0 2.6 9.0 4.6 6.5 4.9 7.5
JPM GBI-EM Global Diversified 0.8 2.2 8.0 6.5 7.6 6.4 8.3

Municipal
Blm BC Municipal -0.2 0.4 1.6 0.9 1.8 1.3 2.9
Blm BC HY Municipal -1.0 0.8 3.1 0.1 3.0 2.6 4.8



Tech Towers Over Peers
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S&P 500 sector performance

Source: Morningstar Direct
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Small Caps Roar Back!
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U.S. equity index returns

Source: Morningstar Direct

Month (%) 3-Month (%) YTD (%) 1 Year (%) 3 Year (%) 5 Year (%) 10 Year (%)

Broad Market Indices

Dow Jones 2.2 5.6 15.5 25.5 12.3 13.6 7.7

Wilshire 5000 2.4 4.6 13.7 18.9 11.0 14.3 7.6

Russell 3000 2.4 4.6 13.9 18.7 10.7 14.2 7.6

Large-Cap Market Indices

S&P 500 2.1 4.5 14.2 18.6 10.8 14.2 7.4

Russell 1000 2.1 4.5 14.2 18.5 10.6 14.3 7.5

Russell 1000 Value 3.0 3.1 7.9 15.1 8.5 13.2 5.9

Russell 1000 Growth 1.3 5.9 20.7 21.9 12.7 15.3 9.1

Mid-Cap Market Indices

Russell MidCap 2.8 3.5 11.7 15.3 9.5 14.3 8.1

Russell MidCap Value 2.7 2.1 7.4 13.4 9.2 14.3 7.9

Russell MidCap Growth 2.8 5.3 17.3 17.8 10.0 14.2 8.2

Small-Cap Market Indices

Russell 2000 6.2 5.7 10.9 20.7 12.2 13.8 7.8

Russell 2000 Value 7.1 5.1 5.7 20.5 12.1 13.3 7.1

Russell 2000 Growth 5.4 6.2 16.8 21.0 12.2 14.3 8.5



MSCI EAFE Sector Performance

9September 30, 2017
Board of Regents 
State of Iowa

Energy and Materials lead the quarter while IT leads year-to-date

Source: Bloomberg
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Non-U.S. Equities: Another Strong Quarter
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Year-to-date returns are above 20% across all major indices

Source: Bloomberg

Month (%) 3-Month (%) YTD (%) 1 Year (%) 3 Year (%) 5 Year (%) 10 Year (%)

MSCI ACWI ex. U.S. 1.9 6.2 21.1 19.6 4.7 7.0 1.3

MSCI EAFE 2.5 5.4 20.0 19.1 5.0 8.4 1.3

MSCI EAFE Local 2.7 3.4 11.2 19.0 7.9 12.3 2.6

MSCI Emerging Markets -0.4 7.9 27.8 22.5 4.9 4.0 1.3

MSCI EM Local 0.4 7.6 23.5 21.8 8.5 7.9 3.9

MSCI EAFE Small-Cap 2.9 7.5 25.4 21.8 11.1 12.9 4.6

MSCI EM Small-Cap 0.0 5.6 22.5 14.9 3.1 4.6 1.7

MSCI Frontier 2.0 8.0 24.9 25.5 -1.4 8.7 -1.1



Real Estate Performance Snapshot
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Another positive quarter for real estate 

Source: NCREIF, Bloomberg, PREA
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September 2017 Survey 2017 (%) 2018 (%) 2019 (%) 2017 to 2021 (%)

NPI Total Return 6.4 5.2 4.8 5.3

Income Return 4.8 4.8 4.9 4.9

Appreciation 1.7 0.6 0.1 0.4



QTR(%) 1 Year (%) 3 Year (%) 5 Year (%) 10 Year (%) 15 Year (%)

Cambridge US Private Equity Index 3.9 10.2 12.7 12.7 9.8 12.7

Buyout & Growth Equity Index 4.3 14.0 10.2 12.5 9.4 13.2

Cambridge US Venture Capital Index 3.3 7.1 11.1 13.7 9.5 7.4

Cambridge US VC Early Stage Index 3.4 7.1 12.5 14.8 9.9 6.7

Cambridge US VC Late & Expansion Stage Index 4.2 6.4 5.8 10.5 10.0 9.1

Cambridge US VC Multi Stage Index 2.9 7.3 10.6 13.1 8.6 8.2

Dow Jones Industrial Average Index 5.2 19.9 10.6 12.2 8.1 7.3

Nasdaq Composite Index 9.8 21.4 12.1 13.8 9.3 8.1

Russell 1000 Index 6.0 17.4 10.0 13.3 7.6 7.4

Russell 2000 Index 2.5 26.2 7.2 12.4 7.1 8.4

S&P 500 Index 6.1 17.2 10.4 13.3 7.5 7.1

Wilshire 5000 Total Market Index 5.6 18.3 10.0 13.2 7.6 7.6

Compelling Returns

12
Board of Regents              
State of Iowa

Private equity continues to deliver exceptional performance 

Source: Cambridge Associates  (3/31/17) pooled horizon net IRRs

September 30, 2017



Asset Class Returns
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Calendar Year to Date Returns as of September 30, 2017

Emerging Markets: MSCI EM; Non-US Broad Equities: MSCI ACWI ex US; Developed Markets: MSCI EAFE; US Large Cap: S&P 500; US Broad Equities: Wilshire 5000; High Yield: Barclays US Corporate High Yield; US Small Cap: Russell 
2000; Core Real Estate: NCREIF-ODCE; US TIPS: Barclays US TIPS; Bank Loans: CSFB Leveraged Loan; Core Bonds: Barclays US Aggregate; Global Bonds: Barclays Global Aggregate; Short Term Bonds: Barclays 1-3 Year Govt.

Board of Regents 
State of Iowa
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University of Iowa Operating Portfolio – Asset Allocation*
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*Includes University of Northern Iowa



University of Iowa Operating Portfolio – Return Summary*
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*Includes University of Northern Iowa
**See Appendix for Policy Index Definition



Iowa State University Operating Portfolio – Asset Allocation
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Iowa State University Operating Portfolio – Return Summary
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* See Appendix for Policy Index Definition



University of Iowa Diversified Intermediate Term Portfolio
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University of Iowa Diversified Intermediate Term Portfolio
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* See Appendix for Policy Index Definition



University of Iowa Endowment – Asset Allocation*
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*Includes University of Northern Iowa



University of Iowa Endowment – Return Summary*
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*Includes University of Northern Iowa
**See Appendix for Policy Index Definition



Iowa State University Endowment – Asset Allocation

23September 30, 2017
Board of Regents              
State of Iowa



Iowa State University Endowment – Return Summary
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* See Appendix for Policy Index Definition



Appendix
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University of Iowa Operating Portfolio – Market Values*
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*Includes University of Northern Iowa



Iowa State University Operating Portfolio – Market Values
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University of Iowa Diversified Intermediate Term Portfolio
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University of Iowa Endowment – Market Values*
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*Includes University of Northern Iowa



Iowa State University Endowment – Market Values
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University of Iowa Endowment – Liquidity by Percent of Assets*
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*Includes University of Northern Iowa

Daily, 43%

Monthly, 27%

Quarterly, 6%

Illiquid, 24%

University of Iowa Endowment



Iowa State University Endowment – Liquidity by Percent of Assets
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Daily, 43%

Monthly, 27%

Quarterly, 8%

Illiquid, 22%

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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Policy Index Definitions
*The University of Iowa Operating Portfolio Policy Index is currently 25% Barclays Aggregate, 5% Barclays High Yield, 5% S&P/LSTA Leveraged Loan, 7.5% Barclays US

TIPS, 5% MSCI US Broad Market, 5% FTSE All World ex US, 7.5% FTSE Developed Property, 40% 91 Day T-Bill. Prior to January 1, 2014, 30% Barclays Aggregate, 5%

Barclays High Yield, 10% Barclays US TIPS, 8% MSCI US Broad Market, 2% FTSE All World ex US, 5% MSCI US REIT, 40% 91 Day T-Bill.

*The Iowa State University Operating Portfolio Policy Index is currently 25% Barclays Aggregate, 5% Barclays High Yield, 5% S&P/LSTA Leveraged Loan, 7.5% Barclays

US TIPS, 5% MSCI US Broad Market, 5% FTSE All World ex US, 7.5% FTSE Developed Property, 40% 91 Day T-Bill. Prior to January 1, 2014, 30% Barclays Aggregate, 5%

Barclays High Yield, 10% Barclays US TIPS, 8% MSCI US Broad Market, 2% FTSE All World ex US, 5% MSCI US REIT, 40% 91 Day T-Bill.

•The University of Iowa Diversified Intermediate Term Portfolio Policy Index is currently 35% Barclays Aggregate, 10% Barclays US TIPS, 5% Barclays High Yield 2%

Capped, 5% S&P/LSTA Leveraged Loan, 10% Wilshire 5000, 10% MSCI ACWI ex US, 10% FTSE Developed Property, 15% 91 Day T-Bill. Prior to January 1, 2014, 40%

Barclays Aggregate, 10% Barclays US TIPS, 5% Barclays High Yield 2% Capped, 10% Wilshire 5000, 10% Wilshire REIT, and 15% 91 Day T-Bill. Prior to July 1, 2011, 100%

Barclays Aggregate. Prior to July 1, 2001, Barclays Government Credit.

•The University of Iowa Endowment Policy Index is currently 15% Merrill Lynch US Corp & Gov 1-3 Years, 5% Merrill Lynch High Yield Master II Constrained, 5% S&P/LSTA

Leveraged Loan, 35% Wilshire 5000, 25% MSCI ACWI ex US, 15% CPI+5%. Prior to January 1, 2014, 25% Merrill Lynch US Corp & Gov 1-3 Years, 5% Merrill Lynch High

Yield Master II Constrained, 35% Wilshire 5000, 25% MSCI ACWI ex US, 10% CPI+5%. Prior to July 1, 2013, 25% Barclays Aggregate, 5% Merrill Lynch High Yield Master II

Constrained, 35% Wilshire 5000, 25% MSCI EAFE, 10% CPI+5%. Prior to July 1, 2009, 30% Barclays Aggregate, 50% Wilshire 5000, 15% MSCI EAFE, 5% NCREIF. Prior to

April 1, 2006, 30% Barclays Aggregate, 63% Wilshire 5000, 7% MSCI EAFE. Prior to April 1, 2002, 30% Barclays Aggregate, 63% S&P 500, 7% MSCI EAFE. Prior to July 1,

2001, 30% Barclays Govt/Credit, 63% S&P 500, 7% MSCI EAFE. Prior to July 1, 1999, 30% Barclays Govt/Credit, 60% S&P 500, 10% MSCI EAFE.

*The Iowa State University Endowment Policy Index is currently 15% Merrill Lynch US Corp & Gov 1-3 Years, 5% Merrill Lynch High Yield Master II Constrained, 5%

S&P/LSTA Leveraged Loan, 35% Wilshire 5000, 25% MSCI ACWI ex US, 15% CPI+5%. Prior to January 1, 2014, 25% Merrill Lynch US Corp & Gov 1-3 Years, 5% Merrill

Lynch High Yield Master II Constrained, 35% Wilshire 5000, 25% MSCI ACWI ex US, 10% CPI+5%. Prior to July 1, 2013, 25% Barclays Aggregate, 5% Merrill Lynch High

Yield Master II Constrained, 35% Wilshire 5000, 25% MSCI EAFE, 10% CPI+5%. Prior to July 1, 2009, 30% Barclays Aggregate, 50% Wilshire 5000, 15% MSCI EAFE, 5%

NCREIF. Prior to April 1, 2006, 30% Barclays Aggregate, 63% Wilshire 5000, 7% MSCI EAFE. Prior to April 1, 2002, 30% Barclays Aggregate, 63% S&P 500, 7% MSCI EAFE.

Prior to July 1, 2001, 30% Barclays Govt/Credit, 63% S&P 500, 7% MSCI EAFE. Prior to July 1, 1999, 30% Barclays Govt/Credit, 60% S&P 500, 10% MSCI EAFE.
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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 30

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.
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