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What is a benchmark
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What is a benchmark?

A benchmark is a measurement tool that can provide a reference point for
determining the success of an investment strategy and to confirm achievement of a
goal.

Example: Investment Returns

iestment | peroa1 | periodz

Large Cap U.S. Equity 7.00% 6.00%
Manager
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What is a benchmark?

Benchmarking provides a structured, repeatable process to measure success against
defined objectives.

Example: Investment Returns

vestment | Periodl | Perod2

Large Cap U.S. Equity 7.00% 6.00%

Manager

Benchmark Period 1 Period 2
IS&P 500 7.90% 4.80%
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Importance of Benchmarking

Feedback tool that highlights strengths and weaknesses in an investment program

At the total portfolio level provides a comprehensive view to fiduciaries of how a
pool performed relative to defined objectives

Helps answer critical questions: “How are we doing?”

v’ Is the portfolio meeting its long-term objectives?
v' How does performance compare to market standards and policy expectations?

v' Are risk exposures aligned with institutional goals and constraints?

’ Source: Oregon State University 5



Investment Performance Benchmarking

Benefits
* Enhance transparency — clear and e Supports accountability
jectiv : : :
objective * Provides link between expectations and
* Improve decision-making success of an investment program

* Ensure alignment with long-term
objectives

e Core fiduciary practice

Current: Individual — Goal: Total Portfolio
Benchmarks

Manager Benchmarks
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Total Portfolio Benchmarks

Common Categories Common Methods

e Pool-Level Benchmarks Simple

e Peer Group Benchmarks Static Policy

* |nstitutional Financial Objectives Dynamic Policy

Institutional Financial Objectives

’ Source: Oregon State University 7



Key Considerations for Benchmark Selection

Benchmark choice should reflect portfolio purpose and structure

e Alignment with strategy

* Measurability

* Risk profile matching

e Liquidity considerations

* Costs

* Governance and oversight

e Regular review

j Source: Oregon State University 8



Total Portfolio Benchmarking Example

Large Cap U.S. Equity S&P 500 60%

International Equities MSCI ACWI ex. U.S. 20%

U.S. Bonds Bloomberg U.S. 20%
Aggregate Bond Index

Total Portfolio Growth Portfolio 100%

Total Portfolio 10.00% 2.00%

j For lllustrative purposes only 9



Total Portfolio Benchmarking Example

Large Cap U.S. Equity S&P 500 60%

International Equities MSCI ACWI ex. U.S. 20%

U.S. Bonds Bloomberg U.S. 20%
Aggregate Bond Index

Total Portfolio Growth Portfolio 100%

Total Portfolio 10.00% 2.00%
S&P 500 (60%), MSCI ACWI ex U.S. (20%), 8.00% 1.50%
Bloomberg U.S. Aggregate Bond Index (20%) I
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Performance Evaluation

Evaluating performance is not just measuring returns. . .

Combining benchmarks and risk metrics help stakeholders evaluate and monitor
performance appropriately across time horizons and strategy types.

How and why a portfolio or manager performed the way they did
* Deeper Insight

e Better-informed decision making

e Strengthens governance

* Helps identify improvement opportunities

Vv —_—
Performance C/ v — | Performance
Measurement j _ Appraisal

Performance
Attribution
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Limitations

* Benchmarks are backward looking
e Cannot predict the future

* No single benchmark can perfectly
represent a diversified portfolio

* Qverreliance on short-term
comparisons may undermine long-
term results

’ Source: Oregon State University

Next Steps

* Finalize benchmark selection criteria

* Finalize performance evaluation
criteria

* Prepare draft portfolio-level
benchmarks for committee review

* Including benchmark language in
investment policy statement
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The views expressed within this material constitute the perspective and judgment of U.S. Bancorp Asset Management, Inc. at the
time of distribution and are subject to change. Any forecast, projection, or prediction of the market, the economy, economic trends,
and equity or fixed-income markets are based upon current opinion as of the date of issue and are also subject to change. Opinions
and data presented are not necessarily indicative of future events or expected performance. Information contained herein is based
on data obtained from recognized statistical services, issuer reports or communications, or other sources, believed to be reliable.
No representation is made as to its accuracy or completeness.

Indexes shown are not available for investment. The index data reference herein is the property of the index provider and / or its
licensors. The index provider assumes no liability in connections with its use and does not sponsor, endorse or recommend the
products or services contained herein. Index returns do not reflect payment of any sales charges or fees an investor would pay to
purchase the securities they represent. The imposition of these fees and charges would cause investment performance to be lower
than the performance shown.

PFM Asset Management serves clients in the public sector and is a division of U.S. Bancorp Asset Management, Inc., which is the
legal entity providing investment advisory services. U.S. Bancorp Asset Management, Inc. is a registered investment adviser, a
direct subsidiary of U.S. Bank N.A. and an indirect subsidiary of U.S. Bancorp. U.S. Bank N.A. is not responsible for and does not
guarantee the products, services, or performance of U.S. Bancorp Asset Management, Inc.

NOT FDIC INSURED : NO BANK GUARANTEE : MAY LOSE VALUE
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