Brief Overview

As an investment consultant to the Alaska Permanent Fund (APF), Your purpose is to write a report designed to persuade your audience, the APF Board, to follow the new direction you will outline for them. You will research the APF on the web to determine the purpose and objectives of the APF and develop a long-term capital market expectation. Familiarize yourself with the APF website at http://www.apfc.org/. On the first page of the website, click on “The APFC” in the left margin under “Sections.” From “The APFC” click on “About the APFC,” “Mission Statement,” “Goals and Objectives,” and “FAQ.” Read those documents. You might also find it helpful to print and read the latest annual report.

On March 12, 2004, the Board approved an initial allocation of 1% to absolute return strategies (hedge funds) and 2% to private equity. If this is not noted in one of the documents you read, make a note to factor these allocations into your work for the current asset allocation.

Assume that the Percent of Market Value (POMV) provision was approved by voters and is the adopted policy of the Fund. Read one or more of the documents relating to the POMV and how it will work when adopted.  
I. Develop the overall goals and objectives of the APF with respect to the investment management of the fund. As part of your report, conduct and document research from peer-reviewed academic journals on the Harvard, Yale, and/or other endowment investment policies and practices (two endowments should be referenced) including the most recent annual reports  review of the endowments that you cite as examples.

Also, research Standard IV (B.1) of the 1999 or Standard III (A) of the 2005 CFA Institute Code of Ethics and Standards of Professional Conduct and discuss how this standard applies to the work you are to perform as the investment consultant for the plan. The ethics requirements involve more than simply describing the ethics standard; you must demonstrate how the standard applies to the work you are doing. Briefly describe the ethics principle of the Standard, then illustrate how what you have done is in compliance with the key elements of the Standard. 

Please follow the MLA Style Manual and support your statements with academic research from peer-reviewed and financial industry trade publications. See the following websites for an abbreviated version of the MLA requirements that will be more than adequate for your needs:  

http://owl.english.purdue.edu/handouts/research/r_mla.html  

http://www.dianahacker.com/resdoc/humanities/manuscript.html
II. (Global Economic Outlook):

Research, analyze, construct, and justify your long-term (more than just one year) global economic outlook for presentation to the APF Board. 

Your global analysis should include the United States, Western Europe, Japan, Asia ex-Japan, and Latin America. At a minimum, include in the analysis views on GDP, inflation, interest rates (preferably the 10-year rate), currencies, and U.S. monetary policy. Your analysis may include other economic issues as you determine essential. Be sure to support your views with appropriate research and discussion. Your research for each global region or country should include not just historical and current facts, but also a conclusion that will guide your subsequent work on capital markets expectations, as well as your estimates of the long-term magnitude and direction of the various factors listed above. Be sure to include a table that summarizes your estimates of the long-term direction, rates, etc.   
Also, research Standard II (C) (1999) or Standard I (C) (2005) of the CFA Institute Code of Ethics and Standards of Professional Conduct and discuss how this standard applies to the economic outlook you present to the APF Board, with respect to economic information presented that is factual and that which is original.  
III. Global Capital Market Expectations.

You can find the capital market expectations from the current consultant on the website. However, you are the new consultant and are expected to develop and justify your own capital market expectations for the expanded list of asset classes that you will recommend in your asset allocation, based on your own research. Be sure to tie your CME into the list of asset classes that you include later in the asset allocation.    

Starting point should be to research and document historical returns and standard deviations, using one of the available books/research sources that document this data. For nontraditional asset classes, you will have to search trade publications in the online library to find the data. You may use the historical standard deviations for expected standard deviations in your CME, but you cannot simply extrapolate historical returns into the future. There should be a connection between your economic research conclusions, your risk premium research conclusions, and your capital market expectations.  
Relatively current peer-reviewed risk premium research is required. Document at least two different articles, by two different authors (in particular, look for Asness, Arnott, Ibbotson, Bernstein, and Siegel), with different conclusions about the future expected risk premium of large-cap stocks over the long-term risk free asset. Discuss the relative merits of opposing viewpoints, and then support your reasoning for your viewpoint. 

Your expectations should cover the risk-free rate, inflation, expected returns for each of the asset classes you expect to recommend, standard deviations, and correlations for each asset class that will appear in your asset allocation. You should include a table similar to the following to show your conclusions about expectations as they relate to the asset classes you plan to recommend in your asset allocation:
	Asset Class
	Expected Return
	Expected Std. Dev
	Correlations

	
	
	
	1
	2
	3
	4

	1.  XXXX
	x.x%
	y.y%
	1.00
	
	
	

	2.  YYYY
	x.x%
	y.y%
	0.aa
	1.00
	
	

	3.  ZZZZ
	x.x%
	y.y%
	0.bb
	0.dd
	1.00
	

	4.  AAAA
	x.x%
	y.y%
	0.cc
	0.ee
	0.ff
	1.00


Your conclusions must be consistent to explain how and why you chose the expectations for each reported asset class based on the research.
Also, research Standard IV (A.2) (1999) or Standard V (B) (2005) of the CFA Institute Code of Ethics and Standards of Professional Conduct and discuss how this standard applies to the research conducted on capital market expectations.  
