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We present the historical weights, allocation as of month-end December 2017, and
historical performance to the replication portfolio that was introduced in our AIAR
publication Volume 6 Issue 1.

The below graph shows the exposures of the Multi-Asset ETF portfolio through time.
It is important to note that the volatility displayed by these exposures does not imply
that endowments alter their asset allocations as frequently as the Multi-Asset ETF
portfolio. While an endowment may hold a fixed allocation to various asset classes, the
underlying assets/manager may display time-varying exposures to different sources of
risk. For instance, a hedge fund manager may decide to increase her fund’s exposure
to energy stocks while reducing the fund’s exposure to healthcare stocks. Though the
endowment’s allocation to that manager has remained unchanged, its exposures to
energy and healthcare sectors have changed. Also, if returns on two asset classes are
highly correlated, then the algorithm will pick the one that is less volatile. For instance,
if returns on venture capital and small cap stocks are highly correlated, then the
program will pick the small cap index if it turns out to be less volatile.
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