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Currency distribution of global foreign exchange market turnover

Net-net basis, percentage shares of average daily turnover in April

Currency 1998 2001 2004 2007 2010 2013
Share Rank | Share Rank | Share Rank | Share Rank | Share Rank | Share Rank

usD 86.8 1 899 1 88.0 1 856 1 849 1 87.0 1
EUR = 32 379 2 374 2 37.0 2 39.1 2 334 2
JPY 217 2 235 3 208 3 172 3 19.0 3 230 3
GBP 11.0 3 130 4 16.5 4 149 4 12.9 4 118 4
AUD 3.0 6 43 7 6.0 6 6.6 6 76 3i 8.6 &
CHF 71 4 6.0 5 6.0 4) 68 4) 6.3 6 52 6
CAD i) g 45 6 42 7 43 7 E3) 7 46 7
MXN 05 9 08 14 1.1 12 13 12 13 14 25 8
CNY 0.0 30 0.0 35 0.1 29 05 20 09 17 22 U
NZD 02 17 0.6 16 1.1 13 19 11 16 10 20 10

Note: Explanation notes available on request

Source: Bank for International Settliements Triennial FX Survey, 2013; Data as of April 2013
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World's top 10 economies in terms of GDP, trade and government debt

2013 Table 2
Share of world GDP Share of world trade Share of world general government
gross debt?

Country Share Country Share Country Share
United States 228 United States 11.0 United States 303
China 122 China 10.0 Japan 206
Japan 68 Germany 7.7 Germany 5.0
Germany 49 Japan 3.9 Italy 48
France 37 United Kingdom 3.5 France 45
United Kingdom 34 France 3.3 United Kingdom 41
Brazil 3.0 Korea 29 China 3.6
Russia 29 Netherlands 28 Canada 27
Italy 238 Hong Kong SAR 2.7 Brazil 25
Canada 25 Italy 26 Spain 22

! WEO forecasts. * World general government gross debt is calculated as the sum of US dollar-denominated debt for
168 economies.

Sources: IMF, World Economic Outlook, October 2013; BIS calculations.
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By type of security

As a percent of foreign official holdings

1974 1978 1984 1989 1994 2000 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013

100%
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50%

40%

B Treasuries H Equity B Agencies MBS Corporates B ST Debt
Source: US Treasury International Capital System, Schroders calculations

Note: Numbers represent holdings of official institutions which include central banks and other government institutions
Data as of 30 June 2013
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Annual real returns vs. volatilities across US asset classes, 1926-2011

=
o

Real Annual
9 = Small US Company Stocks .--@
(percent) -
8 .
7 L
Large US Company Stocks @ T
&
5
4 Slope = Real Return /Real Volatiltiy= 0.3
R2=0.975
3 -
7 MT US TBonds @~ @ LTUS TBonds
Real Annual

1 B Volatility

CPL-" @& 3 Mths US TBills (percent)
o e

0 S5 10 15 20 25 30 35

Sources: Ibbotson Associates, Bloomberg

19



(=) RO

[BR A £ P A SR P Tl 3R I P v g S I W 18 £ 22 T BE B
RS R AT N &R ¢ SR (E(E (Value ) BLAE]SYE (Quality @ BT E
INEIHERIBETT ~ RN ~ RIH5RE) - 241% > (EHE(E TEAGR{bIE R
12 B  NEREZ R T Sin ERERE - ELEETH
AT AR AR I B R EiE] - AEE PSR Elic B E G - iR
RS EHEHE ARG REN TSR GAR > DRI EH SRR
EWYITHEL - AR N BRI LRI - DU i 2 R e SRR
AR

TR EE S A E] A

TR & B H B 2RI A 15,000 FEREE - A ZRIR
SETEIEETERS > S EARRE i B 2R (Flans ] f g
HIFREHFHIREE ) - PRILZIME G s L 2 RIS - A HE R
R ARV > [FIRFth ffm dr 2SR A 1 B [ et ke A 2 B HEEE 5%
NEIEFEARERARE R AT - B BREREILETTH - FHENR
FAFEE MR EE - LA T RE R B Bk n] RIS e fE Sk
A~ A G SRR = AR T B R A e YA E] - S - B HSERRE
TR S B F A HE A M B E - BEEEER - e E
B E A PREIEEE > AREHEREEAEE (08 =-3 frr) - BEEINE -
EHAR ~ e E R EE YRGS > B D e R EE S AR
RETEML (41 =-4 Fror) (EESRERES T A GEEEER I EHEHE
BEN %) 2 > gifEEEe - &5 =5 HRASEBECHEATRE - A5
AR B S A S AR B REG R RE E A -

E[

20



[ =-3 © el R e B N 1

— R B T L ——

1141 (30+ 55585 ST (60+ 5fil)
T il —_ WHE )

R (R, SR (T S A AR B 0 B HEERE - SARRELE

" g BN SRR A ® Bl - OB - RN R AR

- ® STIGE RN

BRIt o BRI - MBRER(

m g - B o WFERTT GRS - AMERIR R ER A
B BT - DAY S

P = RERTI - B B BN  BHSRER
RS " EAEA - REEE R

W TG TR G

B SR A st

®EeRiR - RIR - EEEA SRR

Bl A R - EAH - RRIVEAE: - e R

mEEEEEHRSNE
W S - B - BRI OR R A

d— S & BB L e——

TTBEIERA(10+ ) 15+ i)
N AR B AN RS
- ; - B A
BF et B T e B (fEREk R

. EEMERENE » EREIEL S

Bl =-4 : feFRAE ~ H{EAELEE S TE

BuiyBiap yo018

21



- ERE RN (GEEE TR ER R E 0

T & CEAY AT R E i & R SRR > I EN LS L ALV E
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BIENBIE T » BREHSEFSIE » 141 iShares Minimum Volatility index fund,

Risk Premia indices ZEF5f& » 2E41K -

MSCI Risk Premia Indices

+Min Vol +Rick Weighted +Risk Confrol -+ Valwe Weighted -+ Momentum -+ High Dividend Yield -+ Equal VWeighled

+GDP Weighted = Factor  »Cuality
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ERTERGHEIE - nIRE G BRSO e - BREEFE %L
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TG > (2A 2% Ry IR - {(HLIZEK 15,000 FERIRCSEE J - RAIRGEY 18% -
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The Tech/Telecoms Bubble (1999/2000) The Japan Bubble (late 1980s)
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B UG - FALIERBIZS 2.6% 5 55 "8 Fyr=r Active share 7B e 7= — B =
Y TR - LRI 1.6% ;5 55 = y{K Active share {IEHEER7E — AkiT
PRI A - A LH R 0.4% ; SEIU R Active share SBHERRZ — T
AU A SN (/19 50 A LA 0.1% -

[ =-9 * (R R B A T L AR AR B 458 (1990~2009 4F )

Fund performance by type of active management (% p.a. 1990 — 2009)
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Source: Schroders, Petajisto, January 2013 “Active Sharn d Mutual Fund Perf lised perf e {gross return) relative to benchmark of US all-
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2 (Duration g14%g ) -
v (ETRAYE R
ETHGHER L TEER - G ERGNimE LR - R - AR
b B H RE SRR T B A S A AR A > AR EN DR &%
BEHENEE - (EZFUEVE 2 =] DIA I EZR 7400 (Duration) J%
fEzry M (Convexity) HYMES: » ARETE FAZFAIAZE g -
(1) fF4MR (Duration)
A~ (PRI E R
FHEHAE S R ERS A R BB RS IERRE - TNEEZFARK
P AR EHTIIREFE EHHHARE > — e B EZRAT AR LN
FREEIEREAR - TR AR FEE AR FERHEEIRE - st E AR

S ERFIAnT -
(A) A=E
DtxPV,
D,.. =1x nPV1 +2x nPV2 o +Nnx nPV” = t=ln :Z:txXt
ZPVt ZPVt ZPVt ZPVt =1
t=1 t=1 t=1 t=1
M A Nl —} o CF >
PV, B t HiIR&mErIRE > EEER m ' n B RRIeRFIHHHEASS

X K85t BIBEIREEUE PV, SFTABI G S BUELER Y PV, AR -
t=1

(B) &« FAEZrITIHEER 3 4 > Sl 2% —F(JE—X >
S S TETEE 100 BT 0 YTM By 2.25% > FEHREETR AR AT -

3

D tx PV,

R = =2.9697(4F)
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HART t Heng CF HeEmEHRE PV, t* PV,
1 1,000,000%2%=20,000 _20000 _ 19,660 1¥19,660 = 19,660
Y : 1+ 2.25%) ’ ’
2 1,000,000%2%=20,000 _ 20000 __ 19,130 | 2#19,130=38,260
e ’ (1+2.25%)° ’ ’
1,000,0004+1,000,000%2% | 2,020,000 3%],889,563 =
3 U —1,880,563
=2,020,000 (1+ 2.25%) 5,668,689
3
3PV, = 1,928,353 2PV =
= 5,726,609

B - TR

EFEIIIEIR AR - FEIREER - (G ER AR
B 5 SRIEAEEGS - (IO - (S ER AR BURER ) YTM
A AR > NYTMEEZFHERAITRR o RIELr i
i 1 BRI ER R R E B R Y S (E R R i R 2Ry —
(EFEHE > R BEFFIRER A T - AFEEERE RS
YA b — RO PR - AR MR Bl T REZERE AL L (27
EFSHVE(E > IR E AR A T R R E RS B AR AR (A Ry
SRIEHY 2RI E IR ERIRA(ARILI RN » B AR 2R 1 S SR A e

(2) A7 (Convexity )

FEIHERET R - 2R ETERBETREBE AR IERY - 2200
HIE EFEZHER AR A A ZARMERY i A R H TR
(Z0EPY-1 Fror) » S EZREREH > TR EZFER BN
BRI RS — R FROREAY AR » ST e A R B R B R A - B ER,
P& (Dollar Convexity) » FCEFaIHHEER - A4 ] 8 IEHERVET R (R
ZFHIRERE s - DIBEE AR R A B R e R B F oAl
T
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SFEATHREFE T ENHIR A M B BAE - EEFETHER A EE
QEMRIAEETERE AR - & N MRS G E VI AR SHIEER - T
B [a18% (Recovery Rate ) o
— S R M T ARG 5 TR AT RE M - BIELYR

( Probability of Default,PD ) - #5251 F-— HELY A SRS IR A RZ S - HIIE
HERF LGD (Loss Given Default) - LGD AH¥f> PD {5 F el b & B [F B
% o THZEWTEIEHEAR R ER LGD Ml PD —[FE4 \B B E K - 1ELHE
4% (LGD) 5[ET BT - 5 - MR A SEENR - ELIELR LGD 2
TR A\ — EIELR G (B NS pryiR R8s - BIRRHE AR - (&K
WA - LGD JAE T &K IEEE - Iy » LGD=1— [l - FHHAE
SA R — {8 52 2 R b S Y R (B A A B R R AR R Y AT RE M A — ELAR S SE R 120
TR BBV ERRENE o (NIL > LGD ERRELTIER PD LIYNT B
[P b —E B2 H MBS GE A BE 2 S WYE A ERR /K - 8
78 » PD BLERYIENL T » LGD #is - (SRR - FRHATEAAZ R YE AR
bfy—{EHEMEE - Fs LGD H1 PD HYZRRE - 5F H5IHEIfH -

gProbability of default (failure to make timely payment of principal and/or interest) x%

Loss given default (LGD) (obligation less recovery) X%
Expected loss XX bps
Example 1 Example 2

Probability of default 1% Probability of default 25%

Loss given default (LGD) 10% Loss given default (LGD) 90%
Expected loss 10 bps Expected loss 2,250 bps

(5 FHEEERY H VBB Z SR R E EENERR I AN > — IR EFIE
FIEFETREAETT - SPAETRREST 2 SP R SR IR U TR PR S A B T 73R
&~ o o GRS R AR E AR AS H— (ER AR AR HE - (SRR
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PIEAT 20 HACHIHARYZERT - 1902 4F » 2N EIHTAIE AL - Bl FH A
ISP ST THYSRES A A TRTAR - 1R ACHE(h B & A Sl i B SRR 52 - =K
SEETINA B2 (Moody's) ~ f4EFF (Standard & Poor's ) FIEEEH R
(Fitch Rating) » TR E AT (MK - #7117 - F5AH - e~ fHk b
AE) EITEHE - EFHRESETR BBB(2) L - &SN FHS
Falk BB(E) AT » (EFFERER M ERETHSEETRRE (A1RmU-2 - %
P9-3 FR ) ©
U2 (EHRRE R (REFERFIHREEES)

Extremely strong capacity...to pay interest and repay
principal

“ery strong capacity. .. > Investment

grade
Strong capacity. ._more susceptible to changes in a.k.a. high
circumstances and economic conditions. grade Risk of loss

INncreases as
you move

=212} Adequate capacity. .. down the
) rating scale
Speculative. .. adverse conditions could lead to inadequate
BB - .
capacity to service debt
Non-
Greater vulnerability to default. . adverse conditions likely > investment
to impair capacity to service debt grqde a_.k.a.
high yield
cce Highly speculative. . vulnerable to default.. .dependent on a.k.a._
favorable conditions speculative

J a.k.a. junk
Source: Schroders

RIS SRISHRHEPHIER (REASRRIHESR)
M? [_Mooays | __sapr

Aaa FAVAVLN

Bal BB+ BB+
Aal AL+ AN+ BaZ2 BB BB
Aaz2 FAVEN FAVEN Ba3 BB- BB-
Aa3 AL A B1 B+ B+
Al Ar A B2 B B
AZ A A B3 B- B-
A3 A- A— Caal CCC+ CCC+
Baa1l BBB+ BBB+ CaaZz2 CCcC ccc
BaaZz BBB BBB Caa3 CCC- CCC-
Baa3 BBB- BEB- Ca CccC cC
Lo C C
D
Investment Non-investment grade

Source: Schroders

1~ FHEE

THREZRAYEETT LAGHE REUE - EHH S BB R AR A —
e EREERIEBRGERIRAR - — Gl REFE B S THY LR EZ A
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Ze o AHHTEMERACEA SRR > 78R ~ I eI R EE SR S&P
AAA HEBHS4E % > 2014/10/9 HA-F A EFEAZR 5371 By 0.884%~0.417% »
2.012% - HEFIZFEIR T (S&PB) ~ #j4tf (S&PBB) ¥ &IEHEE
FEo (FRF R 6.423% ~ 2.922% 5 SHREIZ R BT IR - EHEFZEEY
[EHFFFAEEEMBE R B - AERREEHIEREFRES - — K5
B NG imag sy TRV EIR A S - N EREFEFREIZAIER - BA5
REVGCEETI R > BB ARG EREA G - EEREF TSRS
[FtE - 2000 SELAGEENTHGACEZENEL - BABUTE EREERES
%> Bkt E -

2011 R - BR{EEiREE > BgE B (it ~ 28] ~ B~
B~ PHEEAF RS PNGS ) ELEREFEZFHIE B RAS - BB (5 F R s T o -
{5 FH b /K B2 BUTE A R g B4 - 3% BUsRAT (B (R 38 A4 IR EE RS Rl
AT (5 HREEERE - BONIHT K E(EF EREEBUTEIRTT - FREREAERL
A AEFIAGEIZES (LR - HEEGIACE > REARHE BB ER
HEINAEEEEE (GDP) LERAVEMALEE AR A1 B RRIK B R 5% SRl
fEtkiy - BUFSRRECEVESRIRAY - (E2RITHIIRE - Bk REEPIES
FEHBUFAKIE - BEBUFAEEERR - NIARREF R E AGHE LSS
JE\bty > IR L HAN S & E - G AT A TRGERRIRE: - 202
B SRR IR RV BRI RA LM BUF A REAANBUAS & > A irviku s
RS BENEB RS G5 REFTINREE - NI i1 ERE RIS AR
b -

s ERE(RAY(E R TR 22 (5 I 2403cH# (CDS) f51% » CDS &4
HLJ Credit default swap - i Fs {5 FIE£5CHA - FE(EHELSGRA S T - 12ETR
B E AR R ESSRHNEE LN —EE M - BN S > — Bl
HUEL) » BRI E BRI s IE = 2SR it B > 18
AR E R - BES EEF R —(E#E LSRR (Default Option) » 51
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Fls @AY —RAE - T8 R2LE R (Default Put Option) : HZI(EHE 5
A BELEIH - T Ry (5 F 2RSS - B0 > ASRITRCR=(Botaa i =]
A SRITRy T T (REELYE bR (2L B $RIT%%5] CDS &4y » 2 B SRITHET R
B EE > HiESRAROER - B RITHRERIE A SRITAVIEL - B
b IRAHY A SRATIEIRSSS B $R1T - U TS FHELYRCHA | - 2008 28 2 FIFA
TS 3% el EF% - 7iRAY CDS H 2009 4F 3 HJEHY 322bps (3.22% ) BT
F1] 2010 4= 5 H ¢y 838bps (8.38% ) - thit/2aR @ 1F 2010 45 HEF - 100 &
AR - BT 8.38 & - A RERE T LA HRAY(S A 5 {B4F 2009 4% 3 A
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The typical cycle of growth and leverage: Theory and practice

Leverage Falling
2

Recovery

Restructuring efforts boost cash flow.
Margins rising, FCF growing,
leverage falling.

Leverage falling.

Both Equity and Credit UP

1

Repair

Balance sheet repair, rights issues to
pay back debt, focus on cash
generation and survival

Credit better than Equity

Low growth High growth
4 3

Both Equity and Credit DOWN Equity better than Credit

Downturn Expansion

Leverage nising intentionally.
Corporate activity speculative,
volatility rising. Credit bear market
starts, equities still in bull market

Recession. Attempts to deliver foiled
by falling asset prices. Continue
bear market credit Equities enter
bear market

Leverage Rising

Source: Morgan Stanley

AN EREAETE

O EIRAER TR (E £ 2 d b AR (AR SR A B B A AT
FIHSE RIS FRIZZFTAERL © 13 IR S E R i SR BT U
Feho ZHAE > AFEEE (AAA~AA~ A~ BBB BB B) Z4ERi—
ERREAE A - &S (BBB) &Ll EAYEHFIER/N > JHEE
Feh (BB) LA NS AMEBEEREFR ST - DL 2008 F4
AR AT B R > FRIEE S THUE B R E S - A
[ i ANEY 500 F1] 700bps A AIEEET 24T 3000bps (3% ) (4fE PY-3
FI7R) ©

M T EAFERTHEERZ - R TSRS HI(E HEFEIR
o1 > ESRRHIEETAAHE R - Hha SRR B EE - Ti5(E
LY (RERFAFZEIERG DR Mo R (SRR M E A
=) BINEZ RIS SR AR (R BTG AR TR EI K
x> EEBEHROE) IR RS TR - [FRFFER M ER R B S
MIZERY E AT - FRAIE [FE SRR E R - R b S A e s > il
FiET RS E A ERERK (05E0U-4 B ) > R A~ B~ CAHEEHY
EEMEAEERY - T FRERMK - FRIEZSN - BEHMANZR
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(AIZRDY-5 Firo ) » FRHHy A A EIFERFS T{ERF AA+ER (2024 23]
LUK AA & (2044 SFEIH) (Y55 > BEPRAEIIZEIE S 2 20 F HAERHE—
Ao BFEFR/KSPE S H T Sbps > LR RN AIREEEIF 8 TARARZ S
2044 SERIHIFZFHIE TR N » KR - RIELRIEREIHEREK
AR AA SR BEEGPTSE THIE RGN © S8 NRIA AT RE 2R e i
R R AR (fRbe A S BRI E S HEC G R E TR > i
GRS - A GEBRARI R AS R A A A 2R JE b b K
RISEIETE - INELAEIEAVETEER T RN R G ~ 0N TR -
FrEMEBESFUTINA ST B TEIN2ERE -
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Corporate bond pricing — Asia USD credits

Credit spread generally reflects expectation of credit risk and market condition

bp=
aAs00

3000

2B00

2000

1500

1000

Z<u-4 SrL M EHAH B A EIEE R E
S ST ) R

Short dated Qatar National Bank 2017 1.34%
High quality RYREICT) AlA A 2023 120 3.43%
Long dated CNOOC AA- 2044 128 4.50%
Short dated  Rosneft BBB- 2017 401 4.77%
Mid quality Mid dated Bharti Airtel BBB- 2024 194 4.38%
Long dated Petrobas BBB- 2044 282 6.33%
Shortdated  Kazkommertsbank B 2016 375 6.38%
(HOWGTTETA Mid dated Vedanta BB 2019 313 4.62%

Long dated JBS BB 2024 390 6.35%

Source: JPM, prices as at 8 Sep 2014
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Company A Company B Company C

Cil and Gas Oil and Gas Oil and Gas Cil and Gas
2019 2019 2019 2019
300 300 200 150
7.65% 7.2% 8.1% 277
EEE oiocGes Oil and Gas Oil and Gas Oil and Gas
2024 2044 2019 2024
1,500 1,000 300 700
T30+95 T30+100 9.0% 277

- BERE
(—) BEEREEENBEER

FiTaE & FE T & (Asset Allocation) (¥ & 4H & #ETT ST (I E I BLE
HHEREEERN (OKEE ~ #5 - =56 AFENRESE) 2F - HikE
Lo o5 R BR[OI5R 2 8 - I LR MR A E RO E A S TR
ZAHEEFRAYIE L N - AR E R TR - B EERERERR T AL
PRI ARG Y MR R - B e iR R R K A S TR

El 1952 FERACREL R G A 4E2% (Harry Markowitz) 3 352445m 0 T %
B4 e ) (Portfolio Selection) #&th BRI EAH 1Y HIEZ 2R A0
&7 (Efficient Portfolio) » tWHLRIE—ERVEEE NMERR AU E
TR s PR PRI R AEZS BB T BRI S s 15506 H 5%
BER  REABWESR "EELE > MAHE —WER SR
B -

HEMENZRE - HEER—EthEteny Bz - 1€ 1970 FR5% > =
B AN E A LR A B R TR < - AR - 1A - 7 1980 (X
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FRIARZIBIMEE - 2RI R BB A ERCE T - 5] 1990 ST
#— VIR SRR B S U S U R (5 S RS an » £ 2000
TRl RS KRB 5 SR an A B R L B A R B
an o MEEE A RENEEMAIE R - HEEREREALEE TEREE -

The Development of Asset Allocation

1970's:
Cash,Domestic Stocks and Bonds

1980’s:
+ Global Stocks,Real Estates 7~ Altematives

then?

1990’s:
+ High Yield Bonds,Commodities
2000’s:

+ Hedge Funds,Private Equities

(=) BERCEAERE

HIEEEAT SRR ERE, EEREREZMERGRZ BRI &S
WER - BECEMEEBETREENVRGZ — A EREHSHY
G LHEINZR - IRIZ 198647 H =B #5 73 i A HI (Financial Analysts
Journal) EIRZE - DLOME IR RBURVIR(RELEAF Bt geieds - MIERELESE
FFRBOEFEEATE  BRELIRREA 19741983 F 15 105 PHYFRIMR
A AFREE A VU £ N R R E B R KA R IR E SR  RREH G BRI ER
Rl ~ BERCAE ST ~ T S ARERHIRE ST BB pA - BT JTaE RS > B
R EE93% B A ML B RIS AT > T ELM = TN R INSEAN S TT%ImE
WEELETAFE LATFORE T IRERNR - SRR T —RIEE
NHVEECE - DURBBBRFEE M5 E) - HIE B (RE S AR - 4 & ey
HENZR > HENMEEREHE T » YIARSE » 837 ~ REITs R H A5
BETHRZ%  WABEERE  JirlREE (2w e -
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TRE  WeERE e B RS R T S RERIEE - bR
P45 7 Alphaiibetasy BT - 13k T BY &R AIBY S -

HENERELL - SHRTLAD S EH A - BRE D  TET
PRARE - DRI E RS - AR EHEROH  FER BTN
AR OS5 2 2 SRS AR (R — R [ (B U B T 07
TYERANMNEELE - BEEDREHEE L - EAEFILAHE
B AR -

() BBAERE R

PR ST E » 4% FANAB SRS EEERCPI+3-5% ARSI
SR IR £ SRS FE 5 B SR CPH3-5%
s FE - B LR - M EAT ST R (SRR - 4
B AR B TTEEH L F T TR MR A - RIS
T T T ARG -

Al R A A B S S AT B+ DDA 60/40 R B
RETBEEAARE - DRER FEEE - DI ERELATPRE -
SEEETEHALT
1~ #E60/40& ERCERE T, (60/40 Model )

FrBE0MA0EFERC T - BLAR OOV SR B S - 0%

RO (2% » DUABITSMOE R AR MR - SR

ISR B LIS B L RAS E RS Y — AR
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& 71-1 : 60/40fE AU T IR aa R

Real Annual Return

M Stock MBond 60/40

20.00%
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10.00% -+
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o o o o o o o o o o s s
'-E’Q '\,D'N ’e"p Fé’: o xofo 'xo"u "3’\ 'xo“b -30" '1630 (§§§’r
..!"3
= . e e Sl
B -2 : 60/40fE AR BN e
Rolling 10yr Compound Annual Real 60/40
———Rolling 10¥r Real 60/40Return
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Data Source: Equity: SP500 total return; Bond: US 10Y Treasury total
return, Global Financial Database

[P &E3E i B (Endowment Model - Yale)

& R BRI B T 20-30 A R D i B R e — B R & SR A
WG HEERCE RIS S R B R B EAVEERE o Hpo 1 2R T
1985 (LR AM A (David Swensen) - f£iE 2 AIHEE R ELRIE A
EFRBEF - FHE OB RBIRST - HGRa AR B R AR B R =877
T EPEAH G - TSI BB - O REH A ERRR - &5 E
BEAZOEEET SR CIEAS Bl BRI A S TR R &
W~ JE B s B Eh R P iAE (Property) ~ R5ERGAn (Commodity ) »
#thAk: (Hedge Funds) ~ FAZEHGHE (Private Equity) b - A2k ke
EREFIIEE o A R B M ERR A& & - BRELAT SR
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" Liquidity Premium | CERIREIMRARAVEZE » RS AL E Sy [El#R Ak
SHEE# ) M2 A" S5EIEE" (Alternative Investments ) HY5EEE - B2{E
B EEAI A T M E R - T HEEH G PR EEE "I
B o B EFRHAB I RETHIROE R AT R T B ERY B -

TRIBHET » 199247 22 2006 F- A - IR BB P9 U R T 55
B EE AR - BI04V IRRE A B B IR UG FREO% DL L - (HE 20084F4
RGN » DBULRE T ARG RERI S - P ASRREZER
1Bk FEESHEENDEULIERIAR - S AR T EUL
& RERESEERE  BEHNSEEETFT T ARSI beta -
SO - Bt 2k B AR PRI ER A A e A Y SR R AR S th 2 i
FAREEHEH (A0 F-3Ff7R)

[ 71-3 : 60/40F5E B ST B A

Quarterly Returns of 60/40 and Alternatives, 1997-2011
15%
10% v, ;I'
s9% o
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-59%
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g8 8 8 8§ 3 E B EEBB 88 88 8 8 B I AQR
- - - N~ =4 4 € 4 ~ o~ = o~ ~
— — Global 60/40 ——— Alternatives-4

H H I BRI E60% I R EME & - M IR AR R R R 0t
BRA N G - NIMEIREEALE RS EASIIEE - #AlS
TS RERS » HHEETSEEAR - NIt EWERAEE
HURR & A HIRR S B RE T - PR & B s R i A RIS R (R S5 A
EEHAWNEET] - IRBIVE KSR G sy - HIREER T HIB0%E A
BB HE YRR E B RS AIAEHY - i FC B A i A R RS L AE T
20%HYHE - BIHHCEENIEZRCERIAE » SO E E IR B B A E
YT EESHERE > MAEREAVE A SAIPEE - REFBLATEER -
HOBRENREANEESE > MEEE -
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A EFHRI ISR I B A T S M A T S A e 2= AR R (A [ £-4
FTR) - wiplE R SRS - BERCEHREH 2 E SR AR
THHEHNZE - AIRGR= e SRt e BALER - BB EEEIC 'L
ERGIRE A - WA REOREE B A A Yz H A -
[ -4 © A FEHERI R E R EAEPERYETN

-5.00% 0.00% 5.00% 10.00% 15.00% 20.00% 25.00%

+ U PHE L (Risk Parity)

- EEE - THRERE RS - (RS EEN R ER RT3
B AERCETIEREEN R EVE - DUESIR AR o ifnf
EEEICE RIS Ty AR E TS - HISEH S E R E R E R
HRCEHERY - R E A R a8 HA A 25 o (R
DECE SRR FHRERERICE - FLZIRA » ARG SR 3R 520%
(R ER F55% - QUFESFECE L Rt IR AR - ACE IR B A
[E b - R HEEE T ERAVECEAE T EENECE - &y T 4R
—EZKAEA RS (] Ui B 70 Y R A ) - R A H S T T
TRARHERIE > LB Al RE T A B b i B 730 (PIATRENR) AR AT
ETEb Cnehit - REE) - Biaim s - B E RIS e — ke
Wzs > MRER UGN Rl E S 8 - DUERRITR(E ka2 s Ay B
PR - AIFRZFA R A AR B LB INECE - wierik TR TE
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EEZ— RSN R RIS E# - 1£2005F 5 AL 1 JElbic
BT RS EEE R EICE - RAEREERRIEA » I R E R
(& E FEERYELE g - ATPIEERECE b+ A5 T 51558 e A+ (X &l 7o
-SHR) - DERRECER AT EERE - ARERRERE R - HHER
o B A 20084 < i e AR F 7 /2 e B Y T Pl mT G - S BRHYAE R A E1]4% (40
[ 71-6F17R)
(1) FJEpz (Interest Rate) : BIEEUNEZFMIFEEFERE -
(2) {EHEEE (Credit) @ BfESUER B R AEES -
(3) MEEEERR (Equity) : B B AEIREE - RS R R E A5 -
(4) @ik (Inflation): ELFRERESI(EF - FoithE AR i & E S -
(5) R&EpganfEfz (Commodity ) : ELFE R SE ~ B an ZLRE AV (5 25

( commodity linked note)= -

[ 72-5 ¢ b B s A

Risk Allocation among risk factors

& 71-6 : FIRATPEE BRI

10.0% - 150.0%
8.0% 140.0%%
6.0%: 130.0%6
0% r 120.0%
2.0% 3 110.0%
0.0% - 100.0%

2005 2006 2007 2008 2009 2mo 20m 2mz
-2.0% 90.0%
-4.0% B0.0%
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FH SR R bR A T AR bR AR I E— R A 82 - AT REfE T2 (Ll
2L FERFAFERET Z FEABREBRE T TR AR e SUEEE R T ERE R
&% - R E SR E ZBCE LB e A THEEE > B DA -1 (rebalance )
BEEANY > (BEIEARTSEER T - NERZREME: - B2 B
fr > prLlis R E R I E S TR - ERE RS (E - R E R = &
FEMETES - WA TSR ERVEIRA T e RN EER: - NIEHE
FEE ISR BT - BRER R EAVIRR (55T -

(M) Fo B b e B 5%

bbi Hn E & A i & =i U(A0E 11-7 Fror) > e 60/40 FCE R -
BHERAME » DIRERIHESE R E > Rk > IEIER - RREDEERA - A
SFERIZEL - thim S - VB RN ESICEREA EEZ AR - KERES
B - BIEEEEERE D EOKE > LIEHT alpha 2 VSR beta 7 2KH IR &) -
ATP Ja\f B E Z AR AP e ~ BB R SRR E ~ EhREHY
Ji\f e R BT R o o EY AR S AR B Ry - 108 — e
R ARZ Ve S AN REICERN - IARESHIEHREE - Eiaar
FERVE B AE STHIRC B -

[l 717 BB e

Summary: Organization Comparison

NBIM Yale ATP
60/40 Alternative Risk Parity

Advantage Low "“"::r;"e"‘a‘h" High expected return High risk adjusted return

Risk Equity rizk biased, high Equity risk biased, Lo w Better risk madeling,
s valatility, high tail risk liquidity, high tail risk
Operational
P Low High Medium

Cost

Replicable? Easy Difficult Medium

Reputation Good Excellent Pioneer
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