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N IRVESTMENT policy stabe
meeni (115 can be one of the
masl impartant dooumenis
for ndividual amd I iri
wesiars abike, bour consslerations
can belp determine how robust an
¥ 1. | e sverarching theme among
them is tharoughness.

But before vr address Uhese Tour
vansideratens, we need wbevel wer
the cureent 1% landumpe, amply
pul, the “had® imvestment policy
slatemens culnumber ihe “good”,
The 119 may be an ireesiment pro
gramme's mast imporianl goy
ermande and oversghl document
and as such, should cover all deiails
relevant 1o goverming, execilbing,
and moniloring the programme and
ikn portfalios,

A tharmagh 1% should contain as
many of 1he secikne lisied e Gs
afe felevant 1o the given mvesiment
prigramene. [he P showld docu
ment how that irvesiment ffo
gramime will be construcied 1o sup
part the mission and tie hack 1o the
wverall gral for the asseis, whether

comings bemd (o fall ingn one of the
foaar cnsideralinn aress.

1. The deffimition of

It may seem obwvious, but the 1F5
shiauld identify wha doses what, As
an example, for beard ar invesimeni
commitiee members serving as fido

clanes fof an instisutional |Feesior,
there shisld be mo ambigsiy as o
whi is res bile for the

tasks assocmind wilh the invesimeni
programme, The following sssign

menis need b be madde:

B Wha i respansible for gov

ernanin, overughl, and mamien

anie of the 1195/

o Wha will wet the investmeni and
disiribution abjectives for the fund ?
B Wha will make asset allocation,
marager wlecin, and alher porfo
by ranagemenl decsione?

B Whe will svabaaie B well the in

wesilimenl prigramme imeets 8 ob
irtives!

Thesr responsibilities, among
albery, shiald be identfied and as
signed 1o specilic owners, inwriling
so that expeciations are clear. | hese
ey owners may inchide the assel
owners, board members, brustees,

s 1o sipport a d k
budget, specfic capital progecis, eic.
The six ey sectbons identified in
the accompanyeng chart cowver a
wide range of governance, portfolio
exnation, and monitonng and over
responsibilities. These are rel
evant o board or om

i, a

and inv commitice mem
bers, in addition io inancial service
providers such as imeesiment ad
wisers amd custodans.

Iane right, this offers darity on
the responsibilities of sch party, e
pecially those with idooary dubies,
and ax hility around the com

mitter members serang ina fidu
clary Gapaciky.

In our experence, this s where or
ganisations with a “bad™ IP5 fall
short. In some cases, they leave sec
tions owl, i others, they inchude
them but not with enoagh speoficity
o drive the inended behasaour, pro
pesmes, and oubromes. These short

pletion of those asks.

. Obwpectives and constraints

‘When creating am investmend portfior
lioy, you must consider return object
ves, sk tolerance, time horizon,
taxes, hiquadity, legal/regulatony e
gquirements, responsible investing,
and unigque ciroames Ences.

programme is irying ae achieve,

| GOVERMAMCE Il DEJECTIVES & CONSTRAINTS il PORTFOLID PARAMETERS ibver bime, ihe crumsiances, de
B Purposs & scope B Statement of poals W Asset allocsbon asion makers, sEVIcEs
m Dssfeition o dutivs P W Benchrarks vendors assonated with a policy
L may change, When the leam in
W inesireTi phieoginy B et alyectives; W S b ] retesnition chuarge of the bong \=em ohjectives e
B Hel eree W Tygess ol ey emces umerver, biw do you
W i s W Portfolio mebalancing mic!h :‘LH_WIIHHI! Flﬂﬂ!ﬂlhr':ﬂfm

T T — trackd An elfecive 5% can help,
- " " with thai in mind, will someons
i GroEte e kil 3 prck ups thye B9 anel under
atamd the Investment EROgREmIT:

¥ MISK MANAGEMENT W CLIENT SERWVICE W1 ACHMNIWLEGEMENT OF IPS wanksnis any other gl e !

W Control procodures B CoAreTREnEn b samn key lactors 1o cansider in

i L L anwwering this question inchade:
" Mnch Styectve " - m Dans ihe I inchuds ihe comman

Tamw o erlians me il abevn!

o Ve o delined resporsibilities

fipell aut these factars and define
amid share Lhem with (e managers of
the investment programme. When
cunsidering these prncipal oliea
ives and consirainie, ok ihe folles
g quieslion
® Erturn objective: What is the pur
jrase il these funds ? I the goal is o
make a distribution while preserving
parchasing power, does the feharn
olipec tive acoount for this?
W Rizk iolerance: What ks an appro
priabe bevel af risk for the portfolio?
| Time horeon: How bong will these
ammets be imeesbedd 7 In perpeluity, or
Tor a st perod of tme?
m Taxes: Are there any ax impacts
or implcations that shoubd be con
sidered as they relabe to the imvest
ment portfolio?
m Liqusdity: What are the portfolic’s
cash Mlow needs (for example, o
Tand destribuatons) "
m Legal or regulatory requirements:
fures there amy federal or state regula
tions that are applicable? What abouat
ather considerabions?
m Responsible investing: Does the

peiartfli’s comstruction and manage
ment reguirn respomsible insesting
factors be incorparaied !

@ Unique ciftumstances: Are ihere
any apecilic polides, such as wpecial
fuales. around approving aliemalinee
imvesiments, that need 1o be inleg

W Meavure the investment pra
gramme's performande mlative o
the defimition af sucess on o pen
adiv hawm,

A relative benchmark applies an
indes aF hilend of mdiies e chinjpan
the m-l’mr-rur of the imvestment

ihite benchmark

rated indn the apemsent of the
portfoliad
An invesiment  programine

choukd be built on these Exctors and
should be designed 1o adaps as they
Evlve,

1. perchrmarking the plan
Measuring progress is essential 1o
sucoessful imvestment programme
strategy. Specifically, gauging the
performance of the investment pro
gramme against defined bench
marks can help determine if it is on
track o meet its objectives or if
sirategy adjustments might be re
quired. Two steps are integral to this
prESs

W Define “siooess” in specfic berms,

nﬂ'l.mflr I‘:In % an aciual perenlage
returmn. Invesiment retums hebaw
this benchmark suggest the pro
Eramime is nol mesting ils obsjective,
Retiariis abote il imply the objective
i= being achseved.

The sexond critical aspedt of
benchmarking is making sare that
the benchmarks are actually wsed.
Specifically, the performance of the
imvestment programme relative 1o
the: extablished benchmarkcs must be
cakulated on a regular basis.

‘We recommend that benchmarks
be reviewed annually and i ore
sponse bo material changes in the in
vestment porifolio or imvesbment
programme  ohjectives. This can

throughia relativee or absolote bench
miark.

hedp d mane whether they remam
appropriate for what the myvestment

fiar ey dheimtioon makers?

w Vave you delined (he objecives
arul comstrainisd

w Nave youi delined what siscess

lowskes like {for mﬁ;?lr. euiablished
henchemarking guidelines )’

i Mave you delined biw v are go
gt b enesnitir (e portfolio and with

whal frequensy
IT the answer s "yes” 1o these ques
Huru your IP% may he able o
s ink UMKTr

Lirties.

A skrong IPS can provide a solid
Tmindation lof an imvestinenl pro
gramme and give imestors the dis
rtlpl-'lnz_ Itn-er need o persevers

[ o

virnmmenis.
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