AGENDA
WASHTENAW COUNTY EMPLOYEES’ RETIREMENT COMMISSION
Remote Meeting
Participate via Zoom: https://zoom.us/j/94759741280
Participate via phone: 1-312-626-6799, then enter Webinar ID 947 5974 1280
March 23, 2021 - 8:30 am

ORDER OF BUSINESS

Action
Needed

Page

Meeting Called to Order
Roll Call
Public Participation
Approval of Minutes
A. February 23, 2021 - Regular Meeting

4-7

Approval of Consent and Regular Agenda
CONSENT AGENDA

I/R/M

A. Communications
1.
Washtenaw County Finance, Contributions/Distributions as of February 2021
2.
Brandywine, Monthly Commentary February 2021
3.
JP Morgan SPF, Monthly Flash Report February 2021
4.
JP Morgan SSPF, Monthly Flash Report February 2021

8
9-10
11-16
17-22

B. Communications on File
1.
Brandywine, February 2021 Monthly Reporting
2.
JP Morgan, SPF, February 2021 Monthly Reporting
3.
JP Morgan, SSPF, February 2021 Monthly Reporting
4.
Loomis, February 2021 Monthly Statement

C. Invoices Pending Ratification
Vendor
Description of Services
Buck
Maintenance Charge for February 2021

Amount Due
$833.33

23-24
Invoice
05019340 WCERS

D. Service Retirement Application
Name

Department

Employee
Group

Retirement
Date

Type

Eligibility

Hammerberg, Jeffery

Appraiser

2733 A

03.01.2021

Service

Rule of 75,
minimum age 50

Williams, Tony

Mail Carrier

2733 B

04.01.2021

Service

Rule of 75,
minimum age 50
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E. Service Retirement Finals
Name

Retirement
Date

Employee
Group

Type

FAC

Years of Service

Barron, Joanne

01.01.2021

Non-Union

Service

$105,706.68

23 Y 8M

Blakney, Shelia

01.01.2021

PDA

Service

$127,904.16

Cottrell, Joan

01.01.2021

Sherriff NonUnion

Service

$56,476.92

31 Y 0M
18Y 3M
(WCERS) 24 Y
3M (TOTAL)

Dudley, Laura

01.01.2021

PDA

Service

$102,572.04

13 Y 4M

Gutenberg, Eric

01.01.2021

APA

Service

$123,988.68

31Y 3M

Hiller, Steven

01.01.2021

APA

Service

$135,306.60

34Y 2M

Jones, Cheryl

01.01.2021

Deferred

Service

$44,132.00

11Y 3M

Jones, Tamala

01.01.2021

Non-Union

Service

$54,086.16

30 Y 1M

Kuebler, Lisa

01.01.2021

Non-Union

Service

$66,038.16

29 Y 9M

Mackie, Brian

01.01.2021

Elected

Service

$139,418.88

40Y 10M

Noe, Tori

01.01.2021

2733A

Service

$73,321.20

25Y 0M

Siler, Konrad

01.01.2021

APA

Service

$124,280.40

30Y 8M

Swartz, David

01.01.2021

Non-Union

Service

$27,786.12

35Y 5M

Tait, Christine

01.01.2021

Non-Union

Service

$66,038.16

22Y 1M

F. Intent to Purchase Prior Public / Military Service
1.
Prior Public
None
2.
Prior Military
None
G. Final Purchase Approval Resolutions – Prior Public / Military Service
1.
Prior Public
None
2.
Prior Military
None
H. Application for Refund of Contributions & Termination of Membership Pending Ratification
None
I.

Application for Deferred Retirement Benefit
None
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J.

Pension Benefit Changes
1. Andrade, Vicente
Beneficiary Date of Death: January 19, 2021
Pension Election: Option 3- 50% J/S→ Pop up to Straight Life
2. Kerridge, Harriet
Date of Death: March 3,2021
Pension Election Straight Life
Payment to Beneficiary: NA
Death Benefit Beneficiary: NA
Death Benefit Amount: NA
Death Benefit Total Amount: $0.00

K.

EDRO / DRO
None

REGULAR AGENDA
Investment Consultant’s Report – Amy Cole and Tim Brice
A. Market Update
B. Performance Update
C. Asset Allocation and Rebalance

I/M/R

Legal Advisor’s Report – Tom Michaud

I/M

Other Advisor’s Comments
Unfinished Business
I/M/
New Business
Retirement Administrator’s Report – Monica Boote

I/M/R

Report of the Chair

I/M/R

Issues, Concerns and Trustee Comments

I/R

Adjournment

I/M

Upcoming Board Meeting
•

Regular Meeting, April 27, 2021 at 8:30 am
Zoom Meeting TBD
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MINUTES
WASHTENAW COUNTY EMPLOYEES’ RETIREMENT COMMISSION
Remote Meeting
Participate via Zoom: https://zoom.us/j/95140181562
Participate via phone: 1-312-626-6799, then enter Webinar ID 951 4018 1562
February 23, 2021 - 8:30 am

ORDER OF BUSINESS
Meeting Called to Order
Scott Miller called the meeting to order at 8:33am
Roll Call
Monica Boote called the roll
WCERS Members Present: Kelly Belknap, Nancy Heine, Corey Mason, Scott Miller, Sue Shink
WCERS Members Absent: Gregory Dill, Justin Hodge
Others Present: Monica Boote, Chyanne Duncan, Sarah Erskine, Dayna Spencer, Human Resources; Tom Michaud,
VanOverbeeke, Michaud & Timmony; Timothy Brice, Amy Cole, Graystone Consulting; Catherine McClary; Treasurer;
Roberta Allen, AWARE Representative, Zachary Cziryak.

Public Participation
None
Approval of Minutes
A. January 26, 2021 - Regular Meeting
C. Mason seconded by K. Belknap to approve the regular minutes from January 26, 2021, with the amendment to include
Roberta Allen, AWARE Trustee was present. All in favor, motion carried.
Approval of Consent and Regular Agenda
C. Mason seconded by N. Heine to approve the Consent and Regular Agenda as presented. All in favor, motion carried.
CONSENT AGENDA
A. Communications
1.
Washtenaw County Finance, Contributions/Distributions as of January 2021
2.
Brandywine, Monthly Commentary January 2021
3.
JP Morgan SPF, Monthly Flash Report January 2021
4.
JP Morgan SSPF, Monthly Flash Report January 2021
5.
JP Morgan SPF 4Q20 Snapshot
6.
JP Morgan SSPF 4Q20 Snapshot
B. Communications on File
1.
Brandywine, January 2021 Monthly Reporting
2.
JP Morgan, SPF, January 2021 Monthly Reporting
3.
JP Morgan, SSPF, January 2021 Monthly Reporting
4.
Manning and Napier, January 2021 Performance Report
5.
McMorgan Infrastructure 3Q20 Fund Investor Report
6.
Morgan Stanley, January 2021 Client Statement

C. Invoices Pending Ratification
Vendor
Description of Services
Buck
Maintenance Charge for January 2021

Amount Due
$833.34

Invoice
05018285 WCERS

Cavanaugh Macdonald
Loomis Sayles

$19,000.00
$16,933.32

24911
213533
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Summary of Fees 4Q20
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Manning and Napier
Morgan Stanley
Western Asset (Legg Mason)

Investment Services Fees 4Q20
Investment Services Fees 4Q20
Services Management Fees 4Q20

$42,701.78
$20,000.00
$32,836.69

20201231-313-958-A
10024521025
2020-Q4-WASH0019

D. Service Retirement Application
Name

Department

Employee
Group

Retirement
Date

Type

Eligibility

Barnett, Paul

Prosecuting
Attorney

APA

03.01.2021

Service

Rule of 75,
minimum age 50

Cahill, Rachel

Prosecuting
Attorney

APA

03.01.2021

Service

Rule of 75,
minimum age 50

Kendrick, Anthony

Prosecuting
Attorney

APA

03.01.2021

Service

Rule of 75,
minimum age 50

Truhn, Debra

OCED

2733B

03.01.2021

Service

Rule of 75,
minimum age 50

E. Service Retirement Finals
None
F. Intent to Purchase Prior Public / Military Service
1.
Prior Public
None
2.
Prior Military
None
G. Final Purchase Approval Resolutions – Prior Public / Military Service
1.
Prior Public
None
2.
Prior Military
None
H. Application for Refund of Contributions & Termination of Membership Pending Ratification
None
I.

Application for Deferred Retirement Benefit
None

J.

Pension Benefit Changes
1. Kostishak, Patsy
Date of Death: January 8, 2021
Pension Election: Straight Life
Payment to Beneficiary: NA
Death Benefit Beneficiary: NA
Death Benefit Amount: NA
Death Benefit Total Amount: $0.00

K.

EDRO / DRO
None

REGULAR AGENDA
Investment Consultant’s Report – Amy Cole and Tim Brice
A. Market Update
WCERS 03.23.201
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Mr. Brice reviewed what trends are currently driving the markets. He stated the treasurer yield is up over 1% and as of
today at 1.37%. He anticipated that rates would rise since the economy is beginning to reopen. Due to this, it is possible
that the recession may be coming to an end. Vaccines are also gaining some traction, which is showing positive signs in
the market.
B. Performance Update
Ms. Cole touched on the performance report, and market movements. The monthly performance report as of January 31,
2021 shows positive returns with over 6% out of small cap and 3% out of emerging markets. These areas continue to do
well. Ms. Cole informed the board that we did receive a distribution from the JPM strategic property fund of $1.8 million
dollars in early January. The portfolio is still expected receive about $5.4 million dollars from JP Morgan.
C. Market Value and Asset Allocation
Ms. Cole discussed asset allocation compliance, stating one of the areas of focus is adding money to the small/mid cap
space. A possible solution may be to rebalance the overweight in large cap and reallocate into small cap so the portfolio is
better aligned.
Ms. Cole and the board members went on to discuss the asset allocation rebalance. Refer to asset allocation from
02/19/2021.
Ms. Cole requested that the Board make a motion to liquidate $ 6.6 million from the Vanguard Total Stock Market, and
transfer these funds to iShares. All in favor, motion carried.
K. Belknap seconded by Mason to liquidate the 6.6 million from the Vanguard Total Stock Market and transfer those funds
to iShares. All in favor, motion carried.
As the board requested in the January Board Meeting, Mr. Brice discussed short exposures, which are very minimal and
fossil fuel, energy exposures, which are also minimal, as a sector in the market. He stated, Manning and Napier had the
largest exposure at 9%.
Legal Advisor’s Report – Tom Michaud
None
Other Advisor’s Comments
None
Unfinished Business
None
New Business
A. NCPERS Membership is due, cost is $260.00 for the year. The Board discussed renewing the NCPERS
membership. M. Boote remined the Board NCPERS canceled the in-person conferences. Trustees stated they
would like the flexibility to attend some of the NCPERS conferences, and to be informed when something
becomes available.
N. Heine seconded by C. Mason to approve the renewal of the NCPERS membership. If/when Trustees/Staff are
interested and available to register for correlating educational opportunities. All in favor, motion carried.
Retirement Administrator’s Report – Monica Boote
No formal report, however, the board had a brief discussion on disability retirement applications.
Report of the Chair
None
Issues, Concerns and Trustee Comments
The board discussed making an update to Section D. of the minutes from the previous board meeting. HR team will
review and update the minutes as needed.
The Board had some questions for Ms. Cole regarding AMC and Game Stop and the impact on the Market.
Ms. Cole suggested there was nothing of systemic risk to the Market.
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Further questions regarding Bitcoin and paying for services, Ms. Cole suggested it is a very long time away before
Bitcoin would replace the dollars. Mr. Brice replied it is not showing up in any asset allocations, but we will continue to
watch that situation.
The Board discussed the Open Meeting Act
Mr. Michaud reiterated after April 1st; the trustees would need the following reasons to participate virtually; Military,
Health Reasons, or State of Emergency. The trustees can participate virtually for the upcoming board meeting in
March, however.
Adjournment
N. Heine seconded by C. Mason to adjourn at 9:25 am. All in favor motion carried.
Upcoming Board Meeting
•

Regular Meeting, March 23, 2021 at 8:30 am
Virtual Zoom Meeting

WCERS 03.23.201
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ERS Monthly Contribution/Distribution Report for ERS Board
2021
Description
CD Market Value at beginning of month
Income
Employee Contributions
Employer Contributions
Other Income

Total income
Expenses
Retiree Pay
Retiree Fringes
Refunds of Member Balances
Investment and Administrative Expenses

Total expenses

January

February

4,945,877

6,662,732

225,245
783,992
68

214,867
765,939
735

1,009,305

981,541

2,167,638

2,167,954

March
5,388,772

April

May

5,388,772

June

5,388,772

July

5,388,772

August

5,388,772

5,388,772

September
5,388,772

October
5,388,772

November
5,388,772

December

Totals

5,388,772

4,945,877

440,112
1,549,931
802

-

-

-

-

-

-

-

-

-

-

1,990,846

4,335,592
87,546
-

87,546

2,167,638

2,255,500

-

-

-

-

-

-

-

-

-

-

4,423,138

Net income (loss)

(1,158,333)

(1,273,960)

-

-

-

-

-

-

-

-

-

-

(2,432,292)

Transfers In From Other Managers
Transfers Out To Other Managers

2,875,187

CD Market Value at end of month

6,662,732

2,875,187
5,388,772

5,388,772

5,388,772

5,388,772

5,388,772

5,388,772

5,388,772

5,388,772

5,388,772

5,388,772

5,388,772

5,388,772

2020
Description
CD Market Value at beginning of month
Income
Employee Contributions
Employer Contributions
Other Income

Total income
Expenses
Retiree Pay
Retiree Fringes
Refunds of Member Balances
Investment and Administrative Expenses

Total expenses
Net income (loss)

January

February

April

May

June

July

August

September

October

November

December

Totals

6,576,471

5,491,741

4,406,573

3,488,686

5,409,195

4,917,273

3,762,102

3,804,677

2,190,211

6,999,959

7,237,518

5,756,525

6,576,471

234,897
757,825
4,566

234,372
756,706
5,032

233,525
758,216
1,010

270,366
871,905
104

378,687
1,233,938
93

244,443
794,882
80

249,615
728,337
189,405

217,104
725,133
738

215,700
723,848
77

328,207
1,098,301
3,854

217,866
790,287
253

317,420
1,104,486
47

3,142,201
10,343,864
205,259

997,288

996,110

992,751

1,142,376

1,612,719

1,039,405

1,167,356

942,974

939,625

1,430,363

1,008,407

1,421,953

13,691,325

2,082,018

2,081,278

2,089,838

2,100,507

2,104,640

2,113,273

2,119,217

2,125,365

2,122,901

2,121,652

2,123,579

2,104,396

6,975

51,821

37,380
328,442

88,957
39,248

25,288,663
356,809
881,069

2,173,473

2,489,400

2,232,601

26,526,541

106,862

64,815
81,303

2,082,018

2,081,278

2,089,838

2,207,369

(1,084,730)

(1,085,168)

(1,097,087)

(1,064,993)

179,200

Transfers In From Other Managers
Transfers Out To Other Managers
CD Market Value at end of month

March

5,491,741

4,406,573

3,488,686

2,104,640
(491,922)

2,184,031

2,557,441

2,129,876

(1,155,171)

(1,016,675)

(1,614,467)

(1,190,251)

(743,110)

6,000,000

980,669

6,999,959

7,237,518

4,338,329
(1,352,827)
5,409,195

432,077

2,194,576

1,059,251

4,917,273

3,762,102

3,804,677

2,190,211

(1,480,993)

(810,648)

12,557,448
(1,352,827)
5,756,525

4,945,877

2019
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4,945,877

MONTHLY COMMENTARY

Global Fixed Income
February 28, 2021

Developed Market Bonds

Investor risk appetite was mixed during the month. Risk assets initially rallied, given
positive news on the COVID-19 vaccine front and expectations for additional fiscal
policy accommodation in the U.S. However, toward the end of the month, risk assets
were negatively impacted by concerns over a potential uptick in inflation and sharply
rising interest rates. Meanwhile, developed central banks maintained a “stay-thecourse” approach in terms of monetary policy accommodation. Elsewhere, in the
minutes from its January meeting, the European Central Bank (ECB) committed to
keep a “steady hand” on stimulus measures and that temporary inflation increases
should not be mistaken as a sustainable increase. Meanwhile, the Bank of Japan
relayed that it will take significant time to achieve its inflation target. From a yield
perspective, 10-year U.S. Treasury rates sharply increased in February, briefly
surpassing 1.5%, its highest level since the pandemic began. This surge was
attributed to positive economic data and concerns that the Fed may remove its
monetary “punchbowl” earlier than expected. Outside the U.S., 10-year yields in
Germany, Japan, France and the U.K. moved higher as well, also driven by inflation
concerns.
Developed Market Currencies

In the currency market, the U.S. dollar had mixed results versus a number of other
developed market currencies. However, overall, the greenback rose 0.3% in
February—its second consecutive monthly advance—as it became more attractive
given rising rates. In particular, the U.S. dollar gained 1.8% and 0.4% versus the
Japanese yen and the euro, respectively. The yen lost ground as the U.S. dollar was
favored as a safe haven play. The euro was dragged down by poor vaccine rollout
data and continued dovish signs from the ECB. In contrast, the greenback fell 1.7%
against the pound, as the latter currency reached a two-year high in February. The
pound benefited from expectations for improving growth given its successful vaccine
rollout. Elsewhere, the South Korean won (down 0.4%) weakened despite positive
economic data in China, while the Australian dollar (up 1.0%) benefited from rising
copper prices.
Emerging Market Debt and Currencies

By and large, developing country central banks remained on hold during the month,
as they continue to monitor incoming economic data and virus trends. Two notable
exceptions were Mexico and Indonesia, as they both cut rates amid ongoing growth
concerns. The emerging market bond asset class fell for a second straight month in
February, as investor risk appetite fluctuated during the period and the U.S. dollar
generally strengthened. These factors more than offset rising commodity prices.
Most emerging market currencies weakened versus the U.S. dollar in February. In
Latin America, the Mexican peso (down 2.7%) fell as its vaccine efforts continue to
be challenged and there were expectations for additional rate cuts as the year
WCERS 03.23.201
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progresses. The Brazilian real (down 2.4%) remained under pressure given political risks. During the month, President
Bolsonaro removed the head of state-controlled oil company Petrobras due to a conflict over fuel prices. This was a further
sign that the Brazilian president is reversing market-friendly policy initiatives in an effort to improve his domestic standing.
While the country’s economy benefited from rising oil prices, the Columbian peso declined 0.9%, as the country’s economic
outlook remains negative given ongoing pandemic related growth risks.
The push by Chile in administering vaccinations has been noteworthy as the country is lagging on a per capita basis only a
handful of richer countries, such as the U.K. and U.S. This, along with rising copper prices, pushed the peso higher (up
1.0%). Despite the potential for additional sanctions from the Biden administration, the Russian ruble (up 1.5%) rallied amid
higher oil prices and softer sanctions than expected from European Union foreign ministers. In peripheral Europe, the Polish
zloty (down 0.3%) and the Hungarian forint (down 1.8%) weakened as both countries have been struggling with the COVID19 pandemic. Elsewhere, the South African rand (up 0.2%) initially rose over higher metal prices but gave back some of
those gains as U.S. rates moved higher. The Chinese yuan (down 0.5%) experienced a setback after a strong run, as
demand declined as higher rates made the U.S. dollar more attractive for investors. Finally, the Indonesian rupiah (down
1.4%) fell after posting a positive return in January. The country’s bonds and currency were impacted by investors pivoting
away from risker assets during the month. However, we believe both should be able to rebound, driven by the expected
pickup in global growth, as Asian emerging market countries have stronger economic fundamentals and better managed the
pandemic than their Latin American counterparts.
Credit and Mortgages

U.S. investment grade spreads modestly narrowed, while high yield credit spreads narrowed to a greater extent in February.
Investment grade total returns were hurt by rising long-term rates, given their longer durations. Despite increased investor
risk aversion at times, U.S. high yield generated a small positive return in February. Elsewhere, European high yield spreads
were slightly tighter. Finally, U.S. mortgage-backed security (MBS) spreads modestly widened and posted a negative return
over the month.
Outlook

The rollout of the COVID-19 vaccines continues in fits and starts in many countries. Against this backdrop, it will take time for
the rollout to occur and be effective, and new virus strains could cause a delay in fully reopening economies. Despite the
U.S. dollar’s recent upswing, we expect its overall downward trend to resume. Leading indicators appear constructive for
growth in 2021 and, as COVID case growth declines and vaccination efforts bring countries closer to herd immunity, we
should see service sector demand accelerate this year. In our opinion, 2021 is poised to be one of the strongest years on
record and the global growth theme should remain a negative for the greenback. However, the path down for the U.S. dollar
will likely be more volatile, as the Fed walks a tightrope between significant above-trend growth and the diminishing need for
stimulus against the intent to more convincingly achieve its inflation objective. Meanwhile, the introduction of the COVID-19
vaccine has buoyed investor sentiment in Europe, although rising virus cases and lockdown restrictions will be near-term
headwinds for its recovery. Emerging markets continue to offer relatively higher yields compared to developed markets and
should be a long-term beneficiary of improving global growth and trade, along with rising commodity prices as the impact
from COVID-19 diminishes.
This information is for use with clients in Global Fixed Income strategies only; not for further distribution.
Data is for informational purposes only and should not be considered as marketing for any Brandywine Global product or service and
should not be considered a solicitation or an offer to provide any Brandywine Global service in any jurisdiction where it would be
unlawful to do so. The views expressed represent the opinions of Brandywine Global and are not intended as a forecast or guarantee of
future results. The sectors, industries, countries and regions discussed herein should not be perceived as investment recommendations
and may no longer be held in an account's portfolio. It should not be assumed that investments in any sector, industry, country or region
discussed were or will prove profitable. Sector/industry weights and country and regional allocations of any particular client may vary
based on investment restrictions applicable to the account. There may be additional risks associated with international investments.
International securities may be subject to market/currency fluctuations, investment risks, and other risks involving foreign economic,
political, monetary, taxation, auditing and other legal factors. These risks may be magnified in emerging markets. Brandywine Global
believes that transactions in any option, future, commodity, or other derivative product are not suitable for all persons, and that
accordingly, clients should be aware of the risks involved in trading such instruments. There may be significant risks which should be
considered prior to investing. Derivatives transactions may increase liquidity risk and introduce other significant risk factors of a
complex character. All securities trading, whether in stocks, options or other investment vehicles, is speculative in nature and involves
substantial risk of loss. Indices are unmanaged and not available for direct investment. Performance returns and other data are current
as of the date at the top of this page. Past performance is no guarantee of future results.
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Investment
Management, LLC 1735 Market Street, Suite 1800, Philadelphia, PA 19103 | 800.348.2499 / 215.609.3500 | BrandywineGlobal.com 10
03.23.201

Monthly Performance Report

County of Washtenaw, Michigan
JPMCB Strategic Property Fund
February 28, 2021
Melissa Anezinis
Investment Specialist
+1 312-732-7915
melissa.m.anezinis@jpmchase.com

Blake Morris
Client Advisor
+1 212-648-1572
blake.e.morris@jpmorgan.com

Manikone Thaimany
Client Account Manager
+1 614-213-1156
mani.thaimany@jpmorgan.com

All data as of February 28, 2021 unless otherwise noted.
This information is also accessible on our website, www.jpmorgan.com/assetmanagement/am/institutional. If you don't already have a user ID and password, please contact your account manager.
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Investment Performance
As of February 28, 2021
Investment Performance (%)

Feb 2021

YTD

Three Months

One Year

Three Years

Five Years

0.63

1.15

1.85

1.73

4.39

5.90

County of Washtenaw, Michigan

Returns are Gross of Fees. Past performance is not a guarantee of comparable future results. Total return assumes the reinvestment of income. The deduction of an advisory fee reduces an investor's return.
Fees are described in Part II of the Advisor's ADV which is available upon request. Mutual Fund performance, if any, is shown net of fees & expenses and assumes the reinvestment of fund distribution.
Performance for time periods greater than one year is annualized. Discrepancies in excess return may appear due to rounding.

Fund Performance (%)
Feb 2021

Three
Months

YTD

One Year

Three Years

Five Years

Ten Years

JPMCB Strategic Property Fund (Gross)

0.63

1.85

1.15

1.72

4.39

5.90

9.75

JPMCB Strategic Property Fund (Net)

0.55

1.60

0.98

0.71

3.35

4.85

8.67

Returns are net of all fund expenses, unless otherwise stated. For the commingled pension trust funds, gross returns do not take into consideration the investment advisory fee. If the fee was included, returns
would be lower. Net returns are based on the highest applicable fee rate for this strategy. Returns for periods less than one year are not annualized. Past performance is not a guarantee of comparable future
results. Total return assumes the reinvestment of income.

Primary Holding Company
Strategic Property Fund

Feb 2021

Three Months

YTD

One Year

Three Years (1)

Five Years (1)

0.63

1.85

1.14

1.72

N/A

N/A

Investors may participate in Strategic Property Fund (the “Fund”) by purchasing units in five fund investor vehicles (“FIVs”). The FIVs (other than with respect to FIV1 and its investment in the Retained Legacy
Investments (as defined in the Fund’s Confidential Private Placement Memorandum (the “PPM”)) are expected to invest in all of the Fund’s investments through the Primary Holding Companies (as defined in the
PPM). Primary Holding Company returns shown above are gross of fees, and are shown for informational purposes and do not reflect the actual return to FIV investors which will be lower.
Investors in the FIVs will be subject to a management or advisory fee as detailed in the PPM as well as expenses at the FIV and Intermediate Holding Company (as defined below) level which reduces each FIV
investor’s actual FIV-level return. Returns for periods less than one year are not annualized. Past performance is not a guarantee of comparable future results. The NAV of FIV1 will be determined as of the last
business day of each month and the NAV of each Other FIV (as defined in the PPM) will be determined as of the last business day of each quarter. Investors who are interested in receiving an estimate of the
NAV per Unit as of the close of business each business day for FIV1 (as defined in the PPM) can contact their JPMC representative to receive this information. Due to certain legal, tax, regulatory or other
commercial considerations, each FIV may hold its investments in the Primary Holding Companies through one or more intermediate holding companies (the “Intermediate Holding Companies”), including, through
REITs that are wholly- or jointly-owned with other FIVs. As a result of the foregoing, due to the costs of maintaining and administering such Intermediate Holding Companies, the performance of each of the FIVs
may vary, and such variations may be material. Additionally, in determining the NAV of a FIV, the applicable management entity of such FIV, may charge and accrue contingent liability reserves against the
assets of the FIV. Such reserves could reduce the NAV per Unit of each investor’s Units therein and the amount of any distributions on a partial or total repurchase of such investor’s Units. As soon as
practicable following a quarter end which is expected to be approximately 20 business days following such quarter end, each Other FIV investor will receive a quarterly Snapshot and investor
statement, which will include the most recently calculated NAV (both gross and net of applicable fees and expenses) for such investor’s FIV.

2

| 256880 | County of Washtenaw, Michigan
WCERS 03.23.201

12

Investment Performance
As of February 28, 2021
Investor Net Asset Value
Strategic Property Fund

Value ($)

Units

$/Unit

$13,614,237.77

1,305,521.353

$10.4282

Contribution

-

-

-

Withdrawals

-

-

-

Net Income, gross of advisory fees

$40,471.16

-

-

Unrealized and realized appreciation
(depreciation)

$45,823.80

-

-

$13,700,532.73

1,305,521.353

$10.4943

NAV as of Jan 31,2021

NAV as of Feb 28,2021

Funds Net Asset Value
As of February 28, 2021
JPMCB Strategic Property Fund

$29,799,653,194

Investors may participate in the Fund by purchasing interests (the "Units") in one of a number of fund investor vehicles.The above Net Asset Value represents the net asset value of Commingled Pension Trust
Fund vehicle only.
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Investment Performance
As of February 28, 2021
Strategic Property Fund* Monthly Update
Primary Holding Companies (“PHCs”) delivered a total gross return of 0.63% for February 2021, comprised of income of 0.30% and appreciation of 0.34% for the month.
The PHCs’ trailing one year total gross return was 1.72%, with income of 3.46% and depreciation of -1.68%.
Valuation activity of real estate investments resulted in an overall value increase of $91.8 million (30 bps) for the month. The industrial portfolio was the largest
contributor to appreciation for the month, delivering $121.2 million (40 bps) of appreciation. This was primarily driven by value increases in the California assets such as,
Greater Los Angeles Industrials (Various, CA) and Vineyard Industrial I (Ontario, CA), as strong demand continues to put upward pressure on infill rents. The retail
portfolio saw slight depreciation totaling $5.3 million (-2 bps), due to adjustments at Ontario Mills (Ontario, CA) relating to ongoing COVID-19 impacts. The office
portfolio had depreciation of $11.7 million (-4 bps), as the Fund is underwriting an extended absorption period for our New York assets, such as 125 W55th Street (New
York, NY). The residential portfolio saw depreciation of $12.5 million (-4 bps), due to weakened rents at 850 Lake Shore Drive (Chicago, IL) and Apollo on H Street
(Washington, DC). This was partially offset by an increase in market rent assumptions at The Reserve at 4S Ranch (San Diego, CA). The marking debt-to-market
adjustment resulted in appreciation of $9.9 million (3 bps).
There was one acquisition during the month, as the Fund closed on Mead Valley Industrial at a price of $20.1 million net equity. This was an opportunity for SPF to enter
into a joint venture with existing partner Sares-Regis Group to recapitalize a 41-acre land site and develop two Class-A industrial buildings totaling 680,736 square feet in
Riverside County, CA. There were no dispositions during February 2021.
The PHCs ended the month with a total cash position of 5.5% and leverage at 24.4%. The Fund’s contribution queue as of month end was $366.2 million. In January
2021, the Fund paid out $1,140.0 million to partially satisfy the outstanding redemption queue, leaving $2,369.2 million in the redemption queue as carryover into the
first quarter of 2021. We intend to meet these remaining redemption requests while balancing the overall operational needs of the Fund, and anticipate any carryover
amounts to be satisfied over the next few quarters.
Thank you for your continued support.
Kimberly Adams, Senior Portfolio Manager
Susan Kolasa, Portfolio Manager
Steve Zaun, Portfolio Manager
*Strategic Property Fund (the “Fund”) collectively refers to the FIVs, Holding Companies and subsidiaries.
If your investment objective(s) have changed, please reach out to your J.P. Morgan representative in order to reflect these changes in your respective client agreement. We encourage you to meet with your J.P.
Morgan representative on a regular basis to help ensure that your investment objectives are current.
Past performance is not indicative of future results.
For U.S. only: If you are a person with a disability and need additional support in viewing the material, please call us at 1-800-343-1113 for assistance.
J.P. Morgan Asset Management is the brand for the asset management business of JPMorgan Chase & Co. and its affiliates worldwide.
To the extent permitted by applicable law, we may record telephone calls and monitor electronic communications to comply with our legal and regulatory obligations and internal policies. Personal data will be
collected, stored and processed by J.P. Morgan Asset Management in accordance with our privacy policies at https://am.jpmorgan.com/global/privacy.
This communication is issued in the United States, by J.P. Morgan Investment Management Inc. or J.P. Morgan Alternative Asset Management, Inc., both regulated by the Securities and Exchange Commission.
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Disclosure
As of February 28, 2021
STRICTLY PRIVATE/CONFIDENTIAL – This document is to be used for reporting purposes to existing clients only and is not intended as an offer or solicitation with
respect to the purchase or sale of any security. Past performance is not indicative of future returns.
If your investment objective(s) have changed, please reach out to your J.P. Morgan representative in order to reflect these changes in your respective client agreement.
We encourage you to meet with your J.P. Morgan representative on a regular basis to help ensure that your investment objectives are current.
This document is confidential and intended only for the person or entity to which it has been provided. Reliance upon information in this material is at the sole discretion
of the reader. The material was prepared without regard to specific objectives, financial situation or needs of any particular receiver. Any forecasts, figures, opinions,
statements of financial market trends or investment techniques and strategies expressed are those of J.P. Morgan Asset Management, unless otherwise stated, as of
the date of issuance. They are considered to be reliable at the time of production, but may be subject to change without reference or notification to you. Any
discrepancies in analytic difference columns may be the results of rounding.
Any reproduction, retransmission, dissemination or other unauthorized use of this document or the information contained herein by any person or entity without the
express prior written consent of J.P. Morgan Asset Management is strictly prohibited.
Any investment decision should be based solely on the basis of any applicable local offering documents such as the prospectus, Key Investor Information Document
(KIID), annual report, semi-annual report, private placement or offering memorandum. For further information, any questions and for copies of the offering material you
can contact your usual J.P. Morgan Asset Management representative. Both past performance and yield are not a reliable indicator of current and future results. There
is no guarantee that any forecast will come to pass. Further information regarding the calculation of the benchmark returns can be obtained from the provider’s website.
Please note that the account is not closely managed with reference to the index shown. This is a comparator, provided for comparison purposes only, as a means to
show how the account has performed against the broader market.
J.P. Morgan Asset Management and/or any of its affiliates and employees may hold positions or act as a market maker in the financial instruments of any issuer
present herein or act as the underwriter, placement agent or lender to such issuer. The investments and strategies herein may not be suitable for all investors and may
not be authorized or its offering may be restricted in your jurisdiction, it is the responsibility of every reader to satisfy himself as to the full observance of the laws and
regulations of the relevant jurisdictions.
J.P. Morgan Asset Management and/or any of its affiliates may process personal data of clients, investors, service providers, and other affected individuals, in
accordance with applicable data protection laws. Telephone lines and electronic communication systems of J.P. Morgan Asset Management may be recorded and
monitored for legal, security and training purposes. Information and data from communications with you will be collected, stored and processed by J.P. Morgan Asset
Management in accordance with local laws and privacy policies. For information related to the local privacy policies in your jurisdiction please contact your J.P. Morgan
Asset Management representative.
To the extent permitted by applicable law, we may record telephone calls and monitor electronic communications to comply with our legal and regulatory obligations
and internal policies. Personal data will be collected, stored and processed by J.P. Morgan Asset Management in accordance with our privacy policies at https://
am.jpmorgan.com/global/privacy.
For U.S. only: If you are a person with a disability and need additional support in viewing the material, please call us at 1-800-343-1113 for assistance
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Disclosure
As of February 28, 2021

This communication is issued by the following entities:
In the United States, by J.P. Morgan Investment Management Inc. or J.P. Morgan Alternative Asset Management, Inc., both regulated by the Securities and Exchange
Commission; in Latin America, for intended recipients’ use only, by local J.P. Morgan entities, as the case may be.; in Canada, for institutional clients’ use only, by
JPMorgan Asset Management (Canada) Inc., which is a registered Portfolio Manager and Exempt Market Dealer in all Canadian provinces and territories except the
Yukon and is also registered as an Investment Fund Manager in British Columbia, Ontario, Quebec and Newfoundland and Labrador. In the United Kingdom, by
JPMorgan Asset Management (UK) Limited, which is authorized and regulated by the Financial Conduct Authority; in other European jurisdictions, by JPMorgan Asset
Management (Europe) S.à r.l. In Asia Pacific (“APAC”), by the following issuing entities and in the respective jurisdictions in which they are primarily regulated:
JPMorgan Asset Management (Asia Pacific) Limited, or JPMorgan Funds (Asia) Limited, or JPMorgan Asset Management Real Assets (Asia) Limited, each of which is
regulated by the Securities and Futures Commission of Hong Kong; JPMorgan Asset Management (Singapore) Limited (Co. Reg. No. 197601586K), which this
advertisement or publication has not been reviewed by the Monetary Authority of Singapore; JPMorgan Asset Management (Taiwan) Limited; JPMorgan Asset
Management (Japan) Limited, which is a member of the Investment Trusts Association, Japan, the Japan Investment Advisers Association, Type II Financial
Instruments Firms Association and the Japan Securities Dealers Association and is regulated by the Financial Services Agency (registration number “Kanto Local
Finance Bureau (Financial Instruments Firm) No. 330”); in Australia, to wholesale clients only as defined in section 761A and 761G of the Corporations Act 2001
(Commonwealth), by JPMorgan Asset Management (Australia) Limited (ABN 55143832080) (AFSL 376919).
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Monthly Performance Report

County of Washtenaw, Michigan
JPMCB Special Situation Property Fund
February 28, 2021
Melissa Anezinis
Investment Specialist
+1 312-732-7915
melissa.m.anezinis@jpmchase.com

Blake Morris
Client Advisor
+1 212-648-1572
blake.e.morris@jpmorgan.com

Manikone Thaimany
Client Account Manager
+1 614-213-1156
mani.thaimany@jpmorgan.com

All data as of February 28, 2021 unless otherwise noted.
This information is also accessible on our website, www.jpmorgan.com/assetmanagement/am/institutional. If you don't already have a user ID and password, please contact your account manager.

WCERS 03.23.201

17

Investment Performance
As of February 28, 2021
Investment Performance (%)
County of Washtenaw, Michigan

Feb 2021

YTD

Three Months

One Year

Three Years

Five Years

0.48

0.01

1.27

3.60

6.72

7.89

Returns are Gross of Fees. Past performance is not a guarantee of comparable future results. Total return assumes the reinvestment of income. The deduction of an advisory fee reduces an investor's return.
Fees are described in Part II of the Advisor's ADV which is available upon request. Mutual Fund performance, if any, is shown net of fees & expenses and assumes the reinvestment of fund distribution.
Performance for time periods greater than one year is annualized. Discrepancies in excess return may appear due to rounding.

Fund Performance (%)
Feb 2021

Three
Months

YTD

One Year

Three Years

Five Years

Ten Years

JPMCB Special Situation Property Fund (Gross)

0.48

1.27

0.01

3.60

6.72

7.89

13.04

JPMCB Special Situation Property Fund (Net)

0.34

0.86

-0.25

1.96

5.03

6.19

11.26

Returns are net of all fund expenses, unless otherwise stated. For the commingled pension trust funds, gross returns do not take into consideration the investment advisory fee. If the fee was included, returns
would be lower. Net returns are based on the highest applicable fee rate for this strategy. Returns for periods less than one year are not annualized. Past performance is not a guarantee of comparable future
results. Total return assumes the reinvestment of income.

Investor Net Asset Value
Special Situation Property Fund

Value ($)

Units

$/Unit

$16,086,153.48

1,536,008.239

$10.4727

Contribution

-

-

-

Withdrawals

-

-

-

Net Income, gross of advisory fees

$47,155.45

-

-

Unrealized and realized appreciation
(depreciation)

$29,644.97

-

-

$16,162,953.90

1,536,008.239

$10.5227

NAV as of Jan 31,2021

NAV as of Feb 28,2021
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Investment Performance
As of February 28, 2021
Funds Net Asset Value
As of February 28, 2021
JPMCB Special Situation Property Fund

$4,136,135,968

Investors may participate in the Fund by purchasing interests (the "Units") in one of a number of fund investor vehicles.The above Net Asset Value represents the net asset value of Commingled Pension Trust
Fund vehicle only.
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Investment Performance
As of February 28, 2021
JPMCB Special Situation Property Fund** Monthly Update
Special Situation Property Fund delivered a total gross return of 0.48% in February (0.34% net of fees), comprised of income of 0.29% and appreciation of 0.18%. The
Fund’s trailing one-year total gross return is 3.60% (1.96% net of fees), comprised of income of 2.96% and appreciation of 0.62%.
Valuation activity of direct real estate resulted in appreciation of $7.8 million (19 bps). The Fund’s industrial portfolio appreciated $2.9 million (7 bps) driven primarily by
contractual rent increases at the DC Jets Portfolio in Long Beach, California and 800 Centennial in Piscataway, New Jersey. SSPF’s retail portfolio appreciated $2.6
million (6bps) during the month as the Fund recognized a profit at Arsenal Yards – Retail in Watertown, Massachusetts. The Fund’s office portfolio appreciated $1.7
million (4 bps) as a result of a decrease in the terminal cap rate at Arsenal Yards Lab in Watertown, Massachusetts reflecting the continued strength and increased
demand for life science space in the market. SSPF’s residential portfolio posted modest appreciation of $0.5 million (1 bp) during the month primarily due to a positive
appraisal at Arsenal Yards – Residential in Watertown, Massachusetts given the remaining construction period and upcoming lease-up which is expected to commence
this spring for two of the three buildings. There was no material change to the Fund’s land sector during the month. There was no material debt mark-to-market
adjustment during the month.
There was no investment activity in February, however, the Fund continues to maintain an active pipeline of investments and remains focused on delivering current
development projects that are expected to create additional value for the Fund. SSPF ended the month with leverage at 48.2% and a cash position of 7.0% of net asset
value. The Fund’s contribution queue as of month end was $164.4 million. In January 2021, the Fund paid out $160.0 million against fourth quarter 2020 redemptions,
distributable cash flow and fees to partially satisfy the outstanding redemption queue, leaving $113.8 million in the redemption queue as carryover into the first quarter of
2021. We intend to meet these remaining redemption requests while balancing the overall operational needs of the Fund, and anticipate any carryover amounts to be
satisfied by midyear.
Thank you for your continued support.
Craig Theirl, Portfolio Manager, (212) 648-2120, craig.a.theirl@jpmorgan.com
**Commingled

Pension Trust Fund (Special Situation Property) of JPMorgan Chase Bank, N.A. (“Special Situation Property Fund” or “SSPF”)

If you are a person with a disability and need additional support in viewing the material, please call us at 1-800-343-1113 for assistance.
The Commingled Pension Trust Fund (Special Situation Property) of JPMorgan Chase Bank N.A. is a collective trust fund established and maintained by JPMorgan Chase Bank, N.A. under a declaration of trust.
The fund is not required to file a prospectus or registration statement with the SEC, and accordingly, neither is available. The fund is available only to certain qualified retirement plans and governmental plans
and is not offered to the general public. Units of the fund are not bank deposits and are not insured or guaranteed by any bank, government entity, the FDIC or any other type of deposit insurance. You should
carefully consider the investment objectives, risk, charges, and expenses of the fund before investing.
If your investment objective(s) have changed, please reach out to your J.P. Morgan representative in order to reflect these changes in your respective client agreement. We encourage you to meet with your J.P.
Morgan representative on a regular basis to help ensure that your investment objectives are current.
Past performance is not indicative of future results.
Telephone calls and electronic communications may be monitored and/or recorded. Personal data will be collected, stored and processed by J.P. Morgan Asset Management in accordance with our privacy
policies at https://www.jpmorgan.com/privacy
J.P. Morgan Asset Management is the marketing name for the asset management businesses of JPMorgan Chase & Co. Those businesses include, but are not limited to, J.P. Morgan Investment Management
Inc., Security Capital Research & Management Incorporated and J.P. Morgan Alternative Asset Management, Inc.
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Disclosure
As of February 28, 2021
STRICTLY PRIVATE/CONFIDENTIAL – This document is to be used for reporting purposes to existing clients only and is not intended as an offer or solicitation with
respect to the purchase or sale of any security. Past performance is not indicative of future returns.
If your investment objective(s) have changed, please reach out to your J.P. Morgan representative in order to reflect these changes in your respective client agreement.
We encourage you to meet with your J.P. Morgan representative on a regular basis to help ensure that your investment objectives are current.
This document is confidential and intended only for the person or entity to which it has been provided. Reliance upon information in this material is at the sole discretion
of the reader. The material was prepared without regard to specific objectives, financial situation or needs of any particular receiver. Any forecasts, figures, opinions,
statements of financial market trends or investment techniques and strategies expressed are those of J.P. Morgan Asset Management, unless otherwise stated, as of
the date of issuance. They are considered to be reliable at the time of production, but may be subject to change without reference or notification to you. Any
discrepancies in analytic difference columns may be the results of rounding.
Any reproduction, retransmission, dissemination or other unauthorized use of this document or the information contained herein by any person or entity without the
express prior written consent of J.P. Morgan Asset Management is strictly prohibited.
Any investment decision should be based solely on the basis of any applicable local offering documents such as the prospectus, Key Investor Information Document
(KIID), annual report, semi-annual report, private placement or offering memorandum. For further information, any questions and for copies of the offering material you
can contact your usual J.P. Morgan Asset Management representative. Both past performance and yield are not a reliable indicator of current and future results. There
is no guarantee that any forecast will come to pass. Further information regarding the calculation of the benchmark returns can be obtained from the provider’s website.
Please note that the account is not closely managed with reference to the index shown. This is a comparator, provided for comparison purposes only, as a means to
show how the account has performed against the broader market.
J.P. Morgan Asset Management and/or any of its affiliates and employees may hold positions or act as a market maker in the financial instruments of any issuer
present herein or act as the underwriter, placement agent or lender to such issuer. The investments and strategies herein may not be suitable for all investors and may
not be authorized or its offering may be restricted in your jurisdiction, it is the responsibility of every reader to satisfy himself as to the full observance of the laws and
regulations of the relevant jurisdictions.
J.P. Morgan Asset Management and/or any of its affiliates may process personal data of clients, investors, service providers, and other affected individuals, in
accordance with applicable data protection laws. Telephone lines and electronic communication systems of J.P. Morgan Asset Management may be recorded and
monitored for legal, security and training purposes. Information and data from communications with you will be collected, stored and processed by J.P. Morgan Asset
Management in accordance with local laws and privacy policies. For information related to the local privacy policies in your jurisdiction please contact your J.P. Morgan
Asset Management representative.
To the extent permitted by applicable law, we may record telephone calls and monitor electronic communications to comply with our legal and regulatory obligations
and internal policies. Personal data will be collected, stored and processed by J.P. Morgan Asset Management in accordance with our privacy policies at https://
am.jpmorgan.com/global/privacy.
For U.S. only: If you are a person with a disability and need additional support in viewing the material, please call us at 1-800-343-1113 for assistance
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Disclosure
As of February 28, 2021

This communication is issued by the following entities:
In the United States, by J.P. Morgan Investment Management Inc. or J.P. Morgan Alternative Asset Management, Inc., both regulated by the Securities and Exchange
Commission; in Latin America, for intended recipients’ use only, by local J.P. Morgan entities, as the case may be.; in Canada, for institutional clients’ use only, by
JPMorgan Asset Management (Canada) Inc., which is a registered Portfolio Manager and Exempt Market Dealer in all Canadian provinces and territories except the
Yukon and is also registered as an Investment Fund Manager in British Columbia, Ontario, Quebec and Newfoundland and Labrador. In the United Kingdom, by
JPMorgan Asset Management (UK) Limited, which is authorized and regulated by the Financial Conduct Authority; in other European jurisdictions, by JPMorgan Asset
Management (Europe) S.à r.l. In Asia Pacific (“APAC”), by the following issuing entities and in the respective jurisdictions in which they are primarily regulated:
JPMorgan Asset Management (Asia Pacific) Limited, or JPMorgan Funds (Asia) Limited, or JPMorgan Asset Management Real Assets (Asia) Limited, each of which is
regulated by the Securities and Futures Commission of Hong Kong; JPMorgan Asset Management (Singapore) Limited (Co. Reg. No. 197601586K), which this
advertisement or publication has not been reviewed by the Monetary Authority of Singapore; JPMorgan Asset Management (Taiwan) Limited; JPMorgan Asset
Management (Japan) Limited, which is a member of the Investment Trusts Association, Japan, the Japan Investment Advisers Association, Type II Financial
Instruments Firms Association and the Japan Securities Dealers Association and is regulated by the Financial Services Agency (registration number “Kanto Local
Finance Bureau (Financial Instruments Firm) No. 330”); in Australia, to wholesale clients only as defined in section 761A and 761G of the Corporations Act 2001
(Commonwealth), by JPMorgan Asset Management (Australia) Limited (ABN 55143832080) (AFSL 376919).
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INVESTMENT STRATEGY

Global Investment Committee | March 2021

On the Markets
The Engraved Invitation Has Arrived
Things are really looking up. First, fourth quarter earnings were
surprisingly strong. Earnings per share for the S&P 500 clocked in
18% above consensus estimates as our operating leverage theme
played out. Unemployment remains high, but government support
means many companies haven’t seen a precipitous fall in revenue.
Instead, fourth quarter sales grew 1% year over year. With lower
employment costs and other operating expenses, proﬁt margins have
moved to near all-time highs. The proﬁts recession is over.
Next, after a slow start, the vaccination rollout has picked up nicely. New cases and
hospitalizations are down 70%, leading some health experts to suggest we may
achieve herd immunity as early as April. While I hate to jinx it, but could life in the
US be back to normal by Memorial Day?
Finally, Congress is working on another ﬁscal stimulus to support the economy until
we are ﬁnally rid of this disease. Latest talks suggest this bill could be as big as $1.5
trillion, which is 50% greater than the one passed at the end of last year when
COVID-19 cases and hospitalizations were raging. In my view, this stimulus package
is too large given recent developments, but that doesn’t seem to be a deterrent.
It should be no surprise that equity markets have done so well for the past six
months. After all, they are discounting machines and, as usual, they anticipated
these developments. On the other hand, longer-term interest rates tend to be
slower to discount the future, often waiting for the engraved invitation that arrived
last month. As a result, rates moved up sharply as they discounted these positive
developments all at once. This adjustment is having a negative impact on equity
valuations, especially the richest ones, but these lower valuations tend to be offset
by better earnings. The adjustment in equity valuation is likely not over yet.
All of this is normal at this stage of a new bull market, and supports our call for
modest returns at the index level this year but excellent opportunities still beneath
the surface. As such, we continue to shun egregiously priced growth stocks while
focusing on those that are reasonably priced. We favor stocks that can beneﬁt from
rising rates and inﬂation, such as banks, materials and energy; we also turn toward
the reopening beneﬁciaries in the consumer and business services sectors as we
look to return to normal activities this spring. ■

Michael Wilson
Chief Investment Ofﬁcer
Chief US Equity Strategist
Morgan Stanley & Co. LLC
TABLE OF CONTENTS
2 Into the Stimulus Slingshot
Additional ﬁscal stimulus from Washington
raises our 2021 GDP forecast.
3 In Search of the Signs of Pent-Up Demand
Economists see robust growth ahead,
largely based on consumers itching to
spend.
5 Beyond the Reopening
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identifying what the world will look like in
2022 and beyond.
6 Extremes Hitting Resistance
The controversy about the stock market's
bullish behavior is that there is no
controversy.
8 Falling Cost of Renewable Energy Sparks
Demand Growth
"Green" energy such as wind and solar can
compete with fossil fuels, but will require
signiﬁcant infrastructure investment.
9 Short Takes
We look at a new metric of "maximum
employment," two market sentiment
indicators that are sending conﬂicting
signals and what's driving up long-term
bond yields.
10 The Future of Food: Complexities and
Compromises
The global food system needs to reinvent
itself over the next 30 years to produce
more food and cut carbon emissions.
12 Demystifying China's Economy and
Markets
China is the second-largest economy, and it
has the second-largest stock and bond
markets.

Morgan Stanley Wealth Management is the trade name of Morgan Stanley Smith Barney LLC, a registered broker-dealer in the United States. This
material has been prepared for informational purposes only and is not an offer to buy or sell or a solicitation of any offer to buy or sell any
security or other ﬁnancial instrument or to participate in any trading strategy. Past performance is not necessarily a guide to future performance.

ON THE MARKETS

ECONOMICS

Into the Stimulus Slingshot
Ellen Zentner, Chief US Economist, Morgan Stanley & Co.

Political outcomes since January have led our US public policy
strategists to expect an additional $1.0 trillion to $1.5 trillion
in ﬁscal stimulus related to COVID-19, likely to be delivered
this month. Incorporating this additional stimulus lifts our
2021 GDP forecast to 6.5% from 5.9%. Accordingly, our 2022
GDP growth moves up to 5.0% from 4.1% (see table). The
level of GDP returns to its pre-pandemic level in the second
quarter of this year (unchanged from our previous
expectation), but returns to trend—the path of GDP had
there been no downturn—one quarter sooner, in 2021’s third
quarter.

Morgan Stanley & Co.'s Updated Economic Forecast

Source: Morgan Stanley & Co. Economics as of Jan. 29, 2021

The backdrop of the pandemic and the progress of
vaccinations matters a great deal to the outlook. We expect
economic activity to begin ramping up this month as we pass
through peak cases, becoming more robust over the course of
the year as the cloud of COVID-19 thins. We expect the
buying power of US households to soar this year as
government transfers, rebate checks and service-sector jobs
ﬂowing back to the labor market fuel consumer spending. A
build-up of excess savings helps sustain demand throughout
the forecast horizon.
Unemployment. Nearly 80% of job losses have been
concentrated in the sectors most affected by COVID-19, and it
is these jobs that are poised to return to some degree as
restrictions are lifted. In our forecast, job gains drive the
unemployment rate lower, from 6.7% at the end of 2020 to
5.0% by December 2021 and further to 4.0% by the end of
2022. This is unchanged from our previous estimates as
stronger growth is met with increased labor force
participation.

Inﬂation. Stronger growth leads to higher inﬂation in the near
term. We see signiﬁcant price adjustments coming in
the mobility-linked sectors of inﬂation, and that should come
alongside goods inﬂation that may remain elevated as
inventories and supply chains remain constrained. We now
see the spring peak in the core Personal Consumption
Expenditures Index at around 2.4% year over year, and higher
sustained inﬂation thereafter, ending the year at a 2.2%
annual rate, up from 2.0% from our previous estimate. After
taking into account tougher year-over-year comparisons,
inﬂation dips in the spring of 2022 but ends the year slightly
higher than previously expected at 2.3%.
Interest Rates. Through it all, we expect the Federal Reserve
to remain patient, lifting rates only gradually beginning in the
third quarter of 2023. By design, the Fed’s ﬂexible average
inﬂation targeting framework and maximum employment
criteria for raising interest rates will lead to a lagged policy
reaction in this and future cycles compared with past cycles.
In particular, in the second half of this year, the Fed will
assume upward pressure on inﬂation from supply constraints
is transitory, and it will take its time in gauging if any of the
price pressures prove persistent. Still, even after core PCE
inﬂation has moved convincingly above 2%, we expect the
Fed to tolerate an overshoot for some time before lifting
rates.
Tapering. Before raising rates the Fed must ﬁrst take its foot
off the gas pedal. Chair Jerome Powell has stressed that it is
too early to discuss removing accommodation, and so
tapering asset purchases is a matter of providing
accommodation—but at a slower pace. In our forecast, the
COVID-19 cloud will have thinned by midyear and it will be
apparent the recovery has been gaining sustainable steam.
We continue to expect Chair Powell to convey a message at
the June Federal Open Market Committee meeting that
tapering the balance sheet could be on the horizon. We
expect the ofﬁcial announcement to come at the December
meeting that tapering will begin January 2022, at a monthly
pace of $10 billion in Treasuries and $5 billion in mortgagebacked securities. On this schedule, the size of the balance
sheet will grow to $8.7 trillion by year-end 2021 and $9.0
trillion by year-end 2022.
Risks. The downside risks to our forecasts are threefold, and
they would stem primarily from: Vaccine rollout that does
not progress as we expect; a stimulus package that fails to
pass; and/or household response to the vaccine and
reopening of the economy that is more tepid than
anticipated. ■
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In Search of the Signs of Pent-Up Demand
Chris Baxter, Investment Strategist, Morgan Stanley Wealth Management
Nick Lentini, CFA, Associate, Morgan Stanley Wealth Management

The aggressive US policy response to the global pandemic
boosted economic growth, slowed job losses and provided a
shot-in-the-arm for consumer spending early in the recession.
With the end of COVID-19 ﬁnally in sight, investors have
become increasingly focused on the consumer and the role
they will play in driving the next leg of the bull market.

the economy reopens, we see consumer demand shifting
toward services, which historically comprise 70% of all
consumer spending. We believe there is a strong case for
pent-up consumer demand to surge into the second half of
2021, causing consumer spending to ﬂourish, inﬂation to pick
up and GDP to grow at a 6.5% rate for the year.

Consumer balance sheets are ﬂush with excess savings—$1.6
trillion through 2020—and Morgan Stanley & Co.’s
economists project that they will accumulate another $1
trillion this year. Recent spending has been concentrated in
goods due to the adverse COVID-19 impact on services. As

Below, we discuss areas of the economy and the market
where we see signs of the cash that can fund pent-up
demand. Shipping, housing and semiconductors are usually
early-cycle leaders, but we believe the consumer-driven
rebound will carry into the second half.

With Fewer Places to Spend, Household Savings Built Up During the Pandemic
At the start of the recession, US personal savings as a
percent of disposable income soared to an all-time high of
33.7% from 8.3%; as of the latest reading; the savings rate is
still an above-average 20.5% (see chart). The nationwide
economic shutdown left many with few places to spend last
year, spurring a pattern of saving that provided households
with a buffer nearly twice the level seen just four quarters
prior. The December stimulus has supported consumers
through the ﬁrst two months of the year, and now the Biden
administration is seeking a $1.9 trillion package. MS & Co.
policy strategists expect this package to win congressional
approval, providing a bridge to consumers—speciﬁcally in
lower-income cohorts—into the summer when an economic
reopening seems feasible.

Source: Bloomberg as of Jan. 31, 2021

Aggressive Stimulus Means a Dramatic Increase in the Federal Budget Deﬁcit

Source: Bloomberg as of Dec. 31, 2020

The stimulus saga began last April when a nearly $2 trillion
stimulus was passed, followed by a $900 billion stimulus
package in December, and ﬁnally a proposed $1.9 trillion
package that we belielve could arrive this month. Such high
levels of spending have resulted in the federal government
having to borrow and run a large deﬁcit. At the end of last
year, it was about 15% of GDP (see chart). The purpose of that
deﬁcit spending is to spark economic growth, and MS & Co.
Chief US Economist Ellen Zentner now forecasts 6.5% GDP
growth for 2021. If the consumer response to the reopening is
stronger than expected, we could see an upside surprise in
GDP.
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A Spike in Shipping Rates Indicates a Revival of Demand
One of the extraordinary demonstrations of recovery in
global demand has been the spike in shipping rates.
Remarkably, the China and Shanghai Containerized Freight
Indexes—both used to measure the cost of freight between
China and the rest of the world—have risen by 128% and
223%, respectively, since March 2020 (see chart). As the
ﬁrst country to recover from the recession and the only
major economy to post positive GDP growth in 2020, China
is seen as a bellwether for economic reopening. Chinese
consumer demand has remained resilient, while US demand
for Chinese goods has skyrocketed. As the US moves toward
a summer reopening, we see the elevated level of demand
for consumer goods remaining ﬁrm—and positive for the
shipping industry.

Source: Bloomberg as of Feb. 26, 2021

Sharp Increase in Building Permits Should Alleviate the Low Inventory of Homes for Sale

Source: Bloomberg as of Jan. 31, 2021

It is no secret that home prices have risen quickly, with the
latest reading from the S&P CoreLogic Case-Shiller Home Price
Index measuring at 9.5% year over year. Higher prices have
been caused not only by an increase in demand, but also by the
secular decline in supply that dates back to the ﬁnancial crisis.
Last July, those supply and demand metrics crossed, leading to
the current shortage in housing inventory (see chart). As
homebuilders look to meet this demand, and given the trend
away from urban centers, we foresee the rise in homebuilding
persisting for years. Housing historically represents 15% to 18%
of GDP, and we expect housing's positive contributions to
cascade into future spending through knock-on homeowner
purchases of durable goods and local services.

Auto Inventory Slumped as Shortage of Chips Slowed or Stopped Assembly Lines
Semiconductors are not a consumer item by themselves, but
they’re often components in everything from automobiles to
mobile phones to kitchen appliances. Semiconductor stocks
are typically early cycle performers and, indeed, the
Philadelphia Semiconductor Index has rallied 131% since the
market trough in March 2020. Recently, semiconductor
demand has outdriven supply capacity to the extent that the
next six months of production are already booked. Such
shortages have caused a manufacturing slowdown. Global
auto plants have idled factories due to the chip shortage,
even prompting the Biden administration to investigate how
to bolster supply. Though the supply of autos increased in
Source: Bloomberg as of Jan. 19, 2021
January, it followed a months-long decline (see chart). MS &
Co. analysts project this pent-up demand to continue well into the third quarter as end-users of semiconductors fulﬁll current
demand and replenish their depleted inventories.
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Beyond the Reopening
Sachin Manchanda, Investment Strategist, Morgan Stanley Wealth
Management
Sean O'Loughlin, Investment Strategist, Morgan Stanley Wealth
Management

The pure “reopening” trade has been a powerful market force
over the past six months. In fact, the MS & Co. Reopening
Beneﬁciaries basket, a group of 26 companies, has
outperformed the S&P 500 by 34% since Nov. 9, the day of
announcement of COVID-19 vaccine efﬁcacy data. With much
of the initial boost from the reopening already priced in, the
better opportunities likely lie in identifying what the world
might look like in 2022 and beyond. As a framework to aid in
this endeavor, we see companies affected by COVID-19 falling
into three buckets: those that will beneﬁt from a permanent
shift in consumer or business behavior; those that saw a onetime beneﬁt and will struggle to maintain momentum; and
“toss-ups,” where the jury is still out on whether they thrive
or not in the reopened world.
Permanent Shifters. Perhaps the clearest beneﬁciary in this
bucket is e-commerce. Brian Nowak, internet analyst for MS &
Co., estimates that 2020 represented a three-year
acceleration in e-commerce adoption. Yet despite the strong
embrace of e-commerce, analysts estimate top-line growth of
9% in 2021, but then speed up to 11% in 2022 (see chart). We
believe the anticipated deceleration this year is at odds with
the likelihood that, for many consumers, e-commerce
adoption is a one-way trend.

E-Commerce Boomed in the Lockdown,
And Still Seems Ripe for Gains

Source: Bloomberg, MS & Co. as of Jan. 14, 2021

Next, we believe the digital transformation of enterprises of
all sizes is likely to continue. Just as the shutdown catalyzed
many to try ordering groceries online, “work from home” was
an eye-opener for many small- and medium-sized businesses,
showing how much efﬁciency could be improved through
digital adoption. Finally, the “stay at home” stampede to

online streaming services and video games has potentially
brought forward years of adoption as many consumers
embraced consoles and mobile gaming for the ﬁrst time. MS
& Co. estimates mobile gaming users grew 20% in 2020,
adding approximately four years' worth of new gamers during
the pandemic.
One-Time Beneﬁciaries. Our bucket of one-time beneﬁciaries
is larger, and likely not comprehensive. Key examples include
recreational vehicles and ﬁtness equipment manufacturers,
packaged foods producers and anyone who makes hand
sanitizer. We also see risk that, despite a strong housing
market, home improvement retailers will face difﬁcult
comparisons in 2021, as the “nesting” behavior of 2020 likely
wanes as consumers venture out. Finally, following a rush to
equip millions of home ofﬁces in 2020, certain areas of tech
hardware seem primed for disappointment.
Toss-Ups. These industries have been either signiﬁcantly
beneﬁtted from or signiﬁcantly have been harmed by the
pandemic, but their futures are not clear. For example, lastmile delivery services have boomed. Whether consumers and
businesses will continue to pay high fees for the convenience
to be seen. On the other side of the divide are companies
heavily exposed to leisure and business travel, such as online
travel agencies. While the return of consumer leisure travel
may seem to be a forgone conclusion, the outlook for
business travel is murkier. Finally, and perhaps the biggest
toss-up of all, is the city as an economic entity. Will the ability
to work from anywhere doom the ofﬁce and the downtown
as we know it? Or will the intangible beneﬁts to company
culture and to innovation coming from in-person interaction
overwhelm the beneﬁts from slashing real estate expenses?
Within the framework of permanent shifters, one-time
beneﬁciaries and toss-ups, how should we identify investment
opportunities? Start by avoiding one-time beneﬁciaries.
Within the permanent shifters, investors should seek to
identify those areas where the market is failing to credit a
company for the sustainability of its growth. Said another
way, who are the permanent shifters that the market is
pricing more like a one-time beneﬁciary? E-commerce seems a
likely mispricing, given the mismatch in sales-growth history
and expectations. The digital transformation as well will
create signiﬁcant opportunities, not only among the enablers
of that digital transformation but also among the
transformers themselves—such as banks who are early and
effective adopters of mobile technology, or industrials who
drive margin improvement via automation.
However the biggest opportunities will be in the toss-ups.
The market rewards an out-of-consensus but ultimately
correct view. Here, we see opportunities in retail and real
estate, where some of the stocks are pricing in permanent
structural impairment. We recommend focusing on the stocks
within these groups. ■
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Extremes Hitting Resistance
Lisa Shalett, Chief Investment Ofﬁcer, Head of the Global Investment
Ofﬁce, Morgan Stanley Wealth Management

In terms of market momentum, the ﬁrst quarter of 2021 has
started where 2020 left off. Most stock indexes are at or near
all-time highs and corporate credit spreads are at or
approaching historic tights. It’s hard to argue with the
optimism. The stimulus measures from both the Federal
Reserve and Congress have sustained hope for a V-shaped
economic recovery this year.
What's more, the material improvement in the COVID-19 data
—the halving of infection and hospitalization rates from the
January peaks, and an accelerating vaccine rollout—has
cemented procyclical and bullish sentiment. Further
bolstering conﬁdence has been the fourth quarter 2020
corporate earnings season, which was marked by surprisingly
strong operating leverage and proﬁt resilience. All this
suggests that the recession’s damage to proﬁts may already
be in the rearview mirror, a notion that has helped drive
extremely positive trends in forward earnings revisions.
REFLATION EVIDENCE. Finally, recent macroeconomic reports
support the reﬂationary thesis. January retail sales, the ﬁrst
to beneﬁt from the latest round of ﬁscal stimulus, was a
blowout, showing month-over-month gains of 5.3% versus
expectations for 1.1%. It also set a new all-time high for
monthly spending. The Producer Price Index, an indicator of
inﬂation in the supply chain, was also stronger than expected.
Gains in both goods and services pushed monthly price
improvements to 1.3%, the largest month-over-month
increase since December 2009. This aggressive surge in
monthly inﬂation corroborates the jump in the ISM
Manufacturing Prices Paid Index, reﬂecting both broad-based
higher global commodity prices and supply chain disruptions.
This unquestionably constructive backdrop has quashed
controversy, created a tight consensus around economic and
market outcomes, and propelled positioning in progrowth
asset classes like cyclicals, small caps and emerging market
(EM) equities, and created a tight consensus around economic
and market outcomes. Consider the strength of the Russell
2000, a small-cap stock index. It’s nearly doubled since last
March’s trough, and 11.6% for the year to date while S&P 500
Index is up less than 2% this year. What’s more, the Russell
2000’s breadth, measured as share of the index trading
above 200-day moving averages, is nare a 25-year high.
Equally concerning is that this narrowing of consensus has
pushed valuations to extremes, with every asset class index
that we follow now in the top 5% of valuation for the last 20
years. The Buffett Indicator, which is the ratio of total US
stock market capitalization to GDP, now registers 147%,
dwarﬁng the prior high of 127% reached in 1999.

INTERNATIONAL IMPROVEMENT. Even the long-suffering
international indexes have come alive. The MSCI World Index,
for example, is at its highest price/earnings (P/E) ratio since
2009. While valuation overshoots are to be expected given
prodigious monetary and ﬁscal accommodation, valuation is
the only emerging constraint on further market gains. The
near-unanimous embrace of the strong-recovery scenario has
created skewing and crowding in market positioning and
undermined portfolio diversiﬁcation efforts as positive crossasset correlations are now well above average. This leaves
markets increasingly fragile and vulnerable to correction.
Much market strength hinges on perceptions about the 10year US Treasury yield. Even as the 10-year yield has
increased nearly threefold from last August’s all-time low of
0.5%, the S&P 500’s historically high P/E has proven resilient,
sticking to an extremely narrow range of 21 to 23 (see chart).
Many have resisted calling out the market valuation as
dangerous because of the extremely low interest rates. With
the 10-year yield now pressing up against 1.4% and up 50
basis points so far this year, the S&P 500 equity risk premium
is a below-average 325 basis points.

Rising Treasury Yield Could Be a
Headwind to Valuation Multiples

Source: Bloomberg as of Feb. 26, 2021

POTENTIAL HEADWINDS. When will the upward move in the
cost of capital become a headwind? We think we are getting
close to that point. As we have noted previously, rising
inﬂation expectations have driven the uptick in nominal
interest rates. The real 10-year yield has remained anchored
near -1%. Thus far, this has allowed investors to embrace Fed
rhetoric that “inﬂationary threats are completely transitory.”
Conﬁrmation of that underlying assumption is seen in the
recent inversion of the two-year/10-year inﬂation breakeven
curve (see chart). This is the ﬁrst time we have seen this level
of dispersion between near- and longer-term inﬂation
expectations since 2017.
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Inversion of Treasury Breakevens at Extremes

Source: Bloomberg as of Feb. 26, 2021

What if real rates, economic growth and realized inﬂation
surprise on the upside? In their Feb. 19 report, "High Real
Yields—A Playbook," Morgan Stanley & Co.'s global rates
team argues that real yields are too low in "every measurable
way" and are likely to rise. What if real GDP growth, which
MS & Co. economists now forecast at 6.5% for 2021,
overshoots on a better-than-expected stimulus package?
What if herd immunity allows near full economic reopening
by early summer, unleashing explosive pent-up demand for
consumer services? What if the most recent University of
Michigan consumer forecast of 3.3% year-ahead inﬂation is
correct instead of the Fed’s expected 2.0%? Will Fed policy

be forced to shift? On the earnings side, what if current
earnings revision momentum completely stalls or even
reverses as higher input and commodity costs hit proﬁt
margins at the same time that costs related to recalling laidoff workers come back onto ﬁnancial statements?
Market returns are strongest when controversy and
uncertainty is high, valuations are attractive and sentiment is
bearish. We are far from such conditions today. Ingredients
for a powerful economic rebound from the COVID-19 crisis
are increasingly validated by the real-time data. What’s more,
the rosy recovery outlook is broadly reﬂected in corporate
earnings estimates and valuations, which have almost
universally hit extremes.
We can easily argue for markets to overshoot given the
backdrop of further positive catalysts over the next few
months, but our advice is to be selective. Focus on relative
valuations and correlations that will enhance portfolio
diversiﬁcation. Watch the rate of change of corporate
earnings forecasts, as well as the 10-year Treasury yield.
Consider taking proﬁts in high-beta winners and rebalancing
portfolios toward relative-value plays in ﬁnancials and
European and Indian stocks. We also like high-quality,
dividend-paying defensives with below-average betas found in
the consumer staples, utilities and telecom sectors. ■
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Falling Cost of Renewable Energy
Sparks Demand Growth
Brandon Dees, Investment Analyst, Morgan Stanley Wealth Management
Kelley McKee, Investment Analyst, Morgan Stanley Wealth Management

If you thought electric vehicles were a niche product or a
“green dream,” think again. In January, General Motors
announced it would phase out gasoline-powered vehicles and
target to sell only zero-emission electric cars by 2035. This
change is indicative of a broader tectonic shift across the
economy, as concerns about climate change spike and the
cost of renewable energy continues to decline.
CLEAN ENERGY. Renewable energy, or “green energy,” refers
to energy derived from renewable sources. Unlike fossil fuels,
which are from ﬁnite, exhaustible sources, green energy can
be generated by the sun, wind, water and biomass. Solar and
wind are perhaps the most well-known sources of renewable
energy, but other areas have also emerged. Importantly,
renewable energy is cleaner in terms of carbon dioxide
emissions, a major cause of climate change, and is better for
the planet from the perspective of managing ﬁnite resources.
Investors have multiple options, both public and private, to
access this burgeoning sector.
Perhaps what’s sparked the most interest in renewables is
that costs have declined signiﬁcantly in recent years (see
chart). In fact, renewables are now among the cheapest forms
of power generation in the world. Lazard’s 2020 Levelized
Cost of Energy Analysis shows how the cost of solar fell to
$37 per megawatt hour (MWh) in 2020 from $359 per MWh
in 2009, a 90% decline.

Renewables Are Now Less Costly
Than Traditional Energy Sources

Source: Lazard's Levelized Cost of Energy Analysis as of October 2020

Similarly, the cost of wind energy dropped 70% in the same
period to $40 per MWh from $135 per MWh. This puts the
cost of wind and solar below that of traditional sources such
as natural gas, at $59 per MWh, and coal, at $112 per MWh.
Not only do renewables represent a cleaner choice, but also
potentially a more cost-effective one.
GREATER DEMAND. As costs have decreased, demand for
renewables has increased, and market share has grown.
According to the US Energy Information Administration, 17%
of US utility-scale electricity generation came from renewable
energy sources in 2019. This is expected to grow signiﬁcantly
in the coming decades. According to Bloomberg’s New Energy
Finance (BNEF) 2018 Outlook, renewables are expected to
account for 64% of global electricity supply by 2050.
In the US, more than 30 states have set renewable energy
targets. For example, New York has set a target of having
100% of energy come from renewable sources by 2040.
California is targeting to go to 100% renewable sources by
2045, and Washington DC is seeking to do the same by 2032.
Moreover, as part of the Green New Deal, President Biden is
seeking to ensure that the US transitions to a 100% clean
energy economy and reaches net-zero emissions by 2050.
President Biden has also targeted a 50% reduction to the US
carbon footprint by 2035. With these targets in place,
demand for renewables is expected to surge.
INVESTMENT OPPORTUNITIES. The shift in the US power mix
will require a sizable capital investment in renewable energy
infrastructure. BNEF estimates that $5 trillion to $10 trillion
of investment will be needed in order to facilitate this
transition. This means that renewable energy, and the
infrastructure needed to generate, transport, and store it,
represents a sizable investment opportunity.
In the public markets, renewables have rallied signiﬁcantly.
The S&P Clean Energy Index advanced 141.3% last year,
though it has pulled back 7.9% so far this year. While public
renewables saw triple digits, Global Investment Manager
Analysis (GIMA) notes that public markets inherently involve
greater volatility and are currently priced at elevated levels.
As an alternative, there are private strategies that invest in
renewable energy. As part of the 2021 Alternative Investment
Themes, GIMA emphasizes infrastructure and green energy as
a way to increase portfolio diversiﬁcation and generate
attractive, tax-deferred alternative income. In particular, GIMA
favors strategies that take a diversiﬁed approach, investing
across solar, wind, and other renewable energy sources in
order to offset the impact of sunlight and weather variations
on energy production. ■
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“Maximum Employment” Metric Suggests Long Recovery for the Labor Market
The Federal Reserve is expected to keep its aggressive policy
support in place at least through 2023. This means nearzero interest rates and bond purchases may continue until
the Fed achieves its goals of a 2% average inﬂation rate and
“maximum employment.” Notably, Fed Chair Jerome Powell
says the Fed will focus on broad labor market health, not
just the unemployment rate, to assess maximum
employment. To that end, Cornerstone Macro, an
independent research ﬁrm, has developed a “Distance From
Maximum Employment Indicator” that estimates the labor
market’s distance from its 30-year peak in the early 2000s
Source: Cornerstone Macro as of Jan. 31, 2021
(see chart). In addition to the unemployment rate, the
indicator incorporates 21 other factors such as the duration
of unemployment, unemployment claims, labor participation rates, wage growth and job openings. The indicator is now at 2.5
standard deviations from maximum employment. Given that level, Cornerstone anticipates that the labor market could require
ﬁve-plus years to reach maximum employment.—Vibhor Dave

Divergent Sentiment Indicators Suggest a Market Susceptible to a Downside Shock

Source: Bloomberg as of Feb. 26, 2021

A bullish investor may buy a call option in which the payoff is
tied to upward moves in the underlying stock. The payoff in a
put option comes with a downward move, so an investor might
buy a put to get downside protection for particular holding.
When the ratio of puts to calls declines, it’s an indicator of
rising bullish sentiment. Typically, the put/call ratio closely
tracks the VIX, an index of broad equity market volatility also
known as the “fear index.” However, since the bear market
bottom last March, the two have decoupled (see chart). As
stocks recovered, the VIX has come down somewhat but
remains elevated. The historically low put/call ratio might
indicate more complacency than the VIX would suggest. With
investors buying less downside protection, markets may be
more susceptible to a downside shock.—Nathan Wagener

Rising Term Premiums Are a Force Driving the 10-Year US Treasury Yield
A bond’s “term premium” reﬂects the changes in supply and
demand, which can affect prices, and changes in inﬂation,
which can affect the future value of bond payments. When
the market anticipates a change in these two risks in the
form of tapering or an increase in inﬂation, the term
premium rises, as it did in 2013 (see chart). Term premiums
have been negative since 2018, mostly due to the Federal
Reserve’s market intervention. However, term premiums are
up more than 50 basis points this year and are now slightly
positive, mostly due to inﬂation expectations. As a result,
the term premium has been driving the 10-year Treasury
yield higher as the risk to owning bonds has increased.—
Jonah Silverman

*Calculated with the Adrian-Crump-Moench method.
Source: Bloomberg as of Feb. 25, 2021
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The Future of Food:
Complexities and Compromises
Jessica Alsford, CFA, Global Head of Sustainability Research, Morgan Stanley
& Co. International PLC+

The global food system needs to reinvent itself over the next
30 years in order to produce 50% more food, help 2.5 billion
people escape malnutrition and cut some 13 gigatons of
carbon emissions. There are solutions, but compromises have
to be made as none of them can solve all the challenges of
providing sufﬁcient, low carbon, healthy and sustainable food
for the 10 billion people who will inhabit the planet in 2050.
The problems facing the global food supply chain are not
new, but with a renewed focus on this area among
policymakers, we see 2021 as a potentially pivotal moment.
The EU has already announced its “Farm to Fork” strategy,
with more detailed proposals to emerge over the next four
years. These include: mandatory front-of-package nutrition
labelling, targets for food waste reduction, initiatives to
stimulate reformulation of processed food, a requirement for
the food industry to integrate sustainability into corporate
strategies, the EU carbon farming initiative and the reduction
in the usage of pesticides and fertilizers.
Outside Europe, policies from President Biden include
investment in precision agriculture, while China President Xi
has outlined a vision for green development, which could
include agriculture. The 2021 UN Food Systems Summit aims
to "launch bold new actions to transform the way the world
produces and consumes food." This has the potential to
mobilize both the public and private sector in the same way
the UN Climate Change Conference did for climate change.
We have identiﬁed 10 sectors that offer solutions, and assess
them against a backdrop of developing technology, changing
consumer preferences and shifting policy (see chart). Four are
our preferred sectors, given the scope of this report, and
three have high growth potential but address niche markets.
We are more cautious on the remaining three because they
raise sustainability issues. Together, these sectors offer
investors the opportunity to gain exposure to a combined
market growing at mid-to-high single digits with 2030
revenue potential in excess of $1 trillion, a market size similar
to that of the global pharmaceutical sector.

support for this technology. We anticipate growth in the low
teens over the next decade, resulting in a market worth of
about $17 billion in revenues.
Seeds. Innovation in seeds has driven the bulk of yield
enhancements during the last 30 years on both the
conventional and genetically modiﬁed (GM) sides. Research
and development continues, and new projects have signiﬁcant
potential for reducing crop loss and optimizing the use of key
resources such as nitrogen, land and water. This is a scalable
solution that can be used globally; we forecast a 5% to 7%
compound annual growth rate (CAGR) to 2030, reaching
market revenues of about $100 billion.
Agri-Food Testing. This covers many stages across the
agriculture and goods supply chain; for example. agricultural
and crop analysis and inspection, cargo inspection of raw
materials and crops, product ingredient stability testing
analysis, labelling regulation conformity and certiﬁcation, and
ongoing quality control testing. Regulation is also accelerating
and provides a structural tailwind for the agri-food testing
industry. We expect a 5%-7% CAGR through 2030 to a
market size of $52 billion.
Aquaculture. The key for meeting the growing demand for
ﬁsh globally is aquaculture, as the majority of marine ﬁsheries
are either fully or overﬁshed. Fish is a source of healthy lowfat protein and is far less carbon-intensive to produce than
beef. Sustainable practices need to be adopted such as
limiting the use of antibiotics, use of sustainable feed and
preventing the escape of farm-raised ﬁsh into the wild. We
forecast a 5% CAGR for the next decade to reach revenues in
excess of $300 billion.

Key Solutions for Reinventing
The Global Agri-Food Industry

Preferred Sectors
Precision Agriculture. Precision agriculture brings technology
and data to farming in order to optimize efﬁciency and
productivity, as well as reduce the use of fertilizers and crop
protection products. It covers a range of different approaches
including satellite data, drones, sensors, automation and
robotics. Both the EU and President Biden have voiced

Source: Euromonitor, FAO, Mordor Intelligence, Statista, Morgan Stanley
Research as of Dec. 6, 2020
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High-Growth Niche Sectors

From a Sustainability Perspective, We Are Cautious

Vertical Farming. The advantages of vertical farms are that
they are pesticide-free and use 70% to 95% less water than
traditional farming. Up to 99% less space is needed compared
with conventional agricultural methods, with productivity as
much as 300 times higher than that of a ﬁeld farmer.
However, it is only practical for high-value crops such as leafy
greens and strawberries, and thus its scale will be limited. We
expect an approximately 25% CAGR through 2030 to a
market of $20 billion.

Fertilizers. These products increase yields, thus reducing the
need to cultivate new land, which may include deforestation.
However, application rates have already hit a plateau in the
US and Europe, with limited upside in other regions, too. In
addition, there is a regulatory headwind, with the EU aiming
to reduce fertilizer consumption 20% by 2030, and the CAGR
is only expected to be 1% to 2% for nitrogen and 2% for
potash-based fertilizers. Two new areas to watch, though, are
green ammonia and biofertilizers.

Alternative Meat. Burgers made from plant-based products
emit 90% less greenhouse gases than traditional equivalents
and use 99% less water. There are already some newly public
companies in this market, and many large food companies
have also made investments. We estimate that achieving a
16% CAGR would result in about 3% of the global meat
market coming from these alternatives by 2030. We estimate
that, together, revenues from plant-based meat and milk
could be worth more than $80 billion by 2030.

Crop Protection. Products such as fungicides, herbicides and
insecticides improve crop yields, thus helping with the need
to produce more food for a growing and increasingly wealthy
population. However, as with fertilizers, the EU wants to
reduce the use of chemical pesticides. The CAGR is likely to
be about 3%, but companies that can develop biologically
based products should be at a relative advantage.

Organic and Naturally Healthy Food. The beneﬁts of organic
and naturally healthy food are clear and the EU is focused on
increasing organic farming and improving access to healthy,
nutritious food. However, globally, there are limits to both
areas. Organic farming produces lower yields, while cost and
convenience can put a cap on the uptake of healthy food.
Even so, we forecast a 6% CAGR, reaching a market size of
$570 billion by 2030.

Animal Health. Vaccines, parasiticides, medicated feed
additives, anti-infectives and diagnostics, can help to improve
productivity in the livestock industry. However, the use of
antibiotics must be done responsibly to reduce the risk of
antibiotic resistance in humans. We assume an underlying 4%
CAGR, but the EU intends to reduce sales of antimicrobials
for farmed animals and in aquaculture by 50% by 2030. ■

This article was excerpted from “The Future of Food:
Complexities and Compromises,” a Dec. 6, 2020, Bluepaper
from Morgan Stanley & Co. Research. For a copy of the full
report, contact your Financial Advisor.
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Q&A

Demystifying China's
Economy and Markets
China’s growth over the past year and its long-term trajectory
interests investors, but transparency and geopolitical issues
remain. “There’s tremendous hunger to try and understand
China’s market and China’s economy,” explains Gabriela
Santos, global market strategist at J.P. Morgan Asset
Management. “Chinese equities and ﬁxed income are going to
become a bigger piece of global investors’ portfolios.” Santos
recently spoke with Morgan Stanley Wealth Management’s
Tara Kalwarski about the “emerging” nation, which is now
second only to the US in terms of the size of its economy, as
well as its equity and ﬁxed income markets. The following is
an edited version of their conversation.
TARA KALWARSKI (TK): Where is China in terms of COVID-19?
GABRIELA SANTOS (GS): China and a few other countries in
Asia were able to get past the pandemic without having to
wait for the vaccine. Meanwhile, the rest of us need the
vaccine to be able to get back to normal, especially when it
comes to services and other pandemic-affected sectors.

In China, people are traveling. They’re doing in-person
meetings. Domestic ﬂights, for example, are at 100% of prepandemic levels—but it's all within China. The way that
they’ve been able to get through the pandemic is by
restricting international travel quite severely.
TK: What is your high-level view of China?
GS: China is one of the most exciting growth opportunities of
the next decade, given themes around consumption, tech
innovation and renewables.

It has the second-largest economy in the world, having passed
Japan in 2010. Last year, it was able to engineer a V-shaped
recovery while the US was more like V-interrupted. Combine
that one step forward for China, one step back for the US,
with our growth expectations, and we expect China to
surpass the US as the world’s largest economy in 2027.
The most important stat about China is GDP per capita. China
has made tremendous progress in the last decade: In 2019,
China’s per capita GDP was $10,000, which is similar to Brazil
and still solidly an emerging market. It has the potential to
double that ﬁgure in the next decade, and with that China will
become a high-income, or developed country.
About 40% of China’s population is middle class right now—
but that’s half a billion people, and there’s the potential to
close to double that over the next decade. So we’re by no
means done with the China growth story, and speciﬁcally the
exciting theme about domestic consumption.
TK: How accurate is China’s economic data?

GS: We can’t take Chinese data at face value the same way
that we do with US data, but we can work around it.

Three things come to mind. First, rather than taking a speciﬁc
number at face value, we should focus on the trend. The
trend tends to be correct in China. Did GDP grow 2.3% last
year? Maybe not. But did GDP make a very impressive
recovery from the worst recession in China’s history? Yes.
Another thing we can do is see what China does rather than
what China says. It’s important to watch policy. Normalizing
ﬁscal and monetary policy is a big priority for China right now.
That’s probably a sign that growth is okay. Otherwise,
policymakers wouldn’t be willing to do that.
Finally, we can piece together third-party or independent data
to try to get a clearer picture. For example, we look at trading
partner data such as Korean exports to conﬁrm what China is
saying. Another example would be to look at electricity
generation or ﬂight activity as a way to validate what’s
happening in manufacturing and services.
TK: What are the biggest risks or impediments to growth?
GS: Few emerging markets have escaped this middle-income
trap. What usually ends up happening is that an emerging
country gets to $10,000 GDP per capita, but not beyond
that. That’s the case for all of Latin America.

China needs to make sure that it can become a success story,
like South Korea, and the way for it to do that—and this a
priority in their Five-Year Plan—is with innovation. The
Chinese government targets speciﬁc measures to track this.
For example, China now has the largest number of yearly
patent applications globally, a sign that it’s producing its own
intellectual property. Another measure is research and
development (R&D) as a percentage of GDP, which China has
more than doubled in the past 20 years. China will push to
get closer to Japan’s R&D spending.
China needs to continuously upgrade the value-added of its
industry so it can move up the development scale on a
sustainable basis. China needs to move from just assembling
computers to producing the chips that go into them and
creating the software that powers them.
Unlike much of the emerging markets, China has quite an old
population, with about 10% of the population 65 and above
—and the size of the senior cohort is forecast to double over
the next decade. Because of their one-child policy, China’s
total population is expected to ﬂatline over the next decade
and then will start to contract.
Because China has this huge demographic issue, it’s focusing
on innovation and boosting productivity. It’s also trying to
upgrade the jobs in the labor force, like moving them to
urban areas and making sure that salaries increase over time.
TK: Can you talk about the country’s transition from an

Please refer to important information, disclosures and qualiﬁcations at the end of this material.
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exports-driven to imports-driven economy?
GS: In terms of the Five-Year Plan, which is expected to be
approved March 5, a key item on the supply side is tech
innovation; on the demand side, there’s “dual circulation.”
That’s the new buzz word and it means deemphasizing
exports and emphasizing domestic demand. It’s dual
circulation because China doesn’t intend to close itself off
from the world, but just become its own engine of growth.

is retail-driven. That can create huge dislocations, and with an
active manager, you can take advantage of that.
One last thing to note is the Chinese bond market, which is
also the world’s second-largest bond market, has a lot to
offer in terms of income—about 200 basis points over US
Treasuries—as well as diversiﬁcation.
TK: Are there areas of the market that you would avoid?

TK: What does this mean for investors?

GS: Close to one-third of H-shares and A-shares are stateowned enterprises, so by deﬁnition, they’re not managed with
shareholders' best interests in mind. Also, they’re in “old
China” sectors—energy, industrials and ﬁnancials. We think
those are sectors to underweight because they don’t
represent the “new China.” What we really like is the dynamic,
interesting story—more consumer discretionary, technology,
health care and communication services, which also tend not
to have very much state ownership.

GS: You can play the China theme indirectly and directly. It’s
important to be able to do both.

TK: What might the new administration in the US mean for
relations with China?

If you look at global revenue exposure to China, it’s about 6%
for S&P 500 companies—the largest single-country exposure
outside of the US. So China matters for US companies. For
other countries, it matters even more. The MSCI All Country
ex US Index has 17% revenue exposure to China, meaning
companies in Europe, Japan and other emerging countries
have a lot more exposure than US companies.

GS: Competition between the US and China will continue for
the rest of our lives and probably our kids’ lives. President
Biden said he’s reviewing the China relationship, so that we
should hear a lot more about that later in the year. Based on
testimony by Secretary of State Antony Blinken and Treasury
Secretary Janet Yellen, we can get a ﬂavor of the
administration’s approach. In one way, it’s similar to the
Trump administration in their diagnosis of China as the US’
main strategic competitor. We expect limits to exports of
cutting-edge technology will continue, especially
semiconductors. We also expect a continuation of limits on
China buying cutting-edge US companies.

China has already hit peak exports about a decade ago. It’s no
longer the factory of the world and more and more becoming
the consumer and innovator of the world—and the kind of
things that China exports is also changing. It’s not really
footwear, textiles and clothing. Those low-cost products have
come down, and higher value-added products like machinery
and electronics are making up for it.

So an indirect play for China would be European luxury goods
companies, for which China makes up 40% of demand.
Another is emerging markets commodities companies, as
China still has a huge demand for copper and iron ore.
Then there’s the option of going directly to the source. The
MSCI China Index has 90% of revenue from China, so most
Chinese companies tap directly into the China story. There is
value to going directly to Chinese markets for portfolios,
especially A-shares, or the mainland market, for two reasons:
First, this market has very low correlation to other markets,
so it can serve as a diversiﬁer in a global equity portfolio.
Also, adding A-shares helps to improve one’s total return
potential, because of the growth opportunity.
That said, China is the second-largest equity market in the
world behind the US, and it’s one where stock selection is
important. You don’t necessarily want to own all the stocks.
You want to zero-in on the highest-quality ones. This is really
important in China, because not only is there lack of
transparency around economic data, there’s also lack of
transparency around accounting practices. Having an
investment manager that’s studying these companies and
sees how they affect the day-to-day lives of the locals is
really important to validate any investment thesis.
China can also be a volatile and inefﬁcient market, because it

In other respects, there’s a little bit more room to try for
some concessions from the Chinese. There’s some room
around the phase one trade agreement. Maybe there’s some
room around not increasing further the list of restricted
companies for US investors.
Everything related to national security will continue to be
redlined. So will restrictions on companies related to the
Chinese military, and those related to the confrontation
around human rights and democracy.
I think a mixture of competition, cooperation and some
confrontation is here to stay. As investors, we need to be
aware of them, but always ask ourselves whether any sort of
announcement related to China is actually material in a
ﬁnancial or investment context, or whether certain things are
more important in the geopolitical sphere. ■

Gabriela Santos is not an employee of Morgan Stanley Wealth
Management or its afﬁliates. Opinions expressed by her are her
own and may not necessarily reﬂect those of Morgan Stanley
Wealth Management or its afﬁliates.
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Global Investment Committee
Tactical Asset Allocation
The Global Investment Committee provides guidance on asset allocation decisions through its various models. The ﬁve models
below are recommended for investors with up to $25 million in investable assets. They are based on an increasing scale of risk
(expected volatility) and expected return.

Source: Morgan Stanley Wealth Management GIC as of Feb. 28, 2021
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The Global Investment Committee provides guidance on asset allocation decisions through its various models. The ﬁve models
below are recommended for investors with over $25 million in investable assets. They are based on an increasing scale of risk
(expected volatility) and expected return.

Source: Morgan Stanley Wealth Management GIC as of Feb. 28, 2021
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Tactical Asset Allocation Reasoning
Global Equities

Relative Weight
Within Equities

US

Overweight

A V-shaped recovery is central to our thesis that a new business cycle and bull market have begun.
Risks remain around policy changes, ﬁscal stimulus and the COVID-19 vaccine, but we expect 2021
GDP growth in the 5%-to-6% range, which should improve proﬁts among cyclical and small-/mid-cap
companies. We prefer active stock-picking rather than holding the S&P 500 Index, which is overly
concentrated in large tech stocks. Those leaders are likely fully priced, facing tough year-over-year
comparisons and decelerating sequential momentum.

International Equities
(Developed Markets)

Market Weight

In Europe, prospects for ﬁscal stimulus and concrete moves toward pan-Europe ﬁscal integration are
game-changers. In Japan, economic recovery is gaining momentum, and we expect shareholderfriendly and positive return-on-equity policies to persist. The weakening of the US dollar is a tailwind.

Emerging Markets

Overweight

China was the ﬁrst country to enter the COVID-19 crisis and appears poised to be the ﬁrst out.
Resumption of economic activity during the second quarter should jump-start global growth,
especially given huge government stimulus programs. Ample liquidity from the Fed and a weakening
dollar should catalyze investor interest. China stands to gain the most from US tariff rollbacks and
global trade dynamics should improve. Valuations are attractive and local central banks should be
able to maintain accommodation and stimulus.

Global Fixed Income

Relative Weight
Within Fixed Income

Market Weight

We have recommended shorter-duration* (maturities) since March 2018, given the extremely low
yields and potential capital losses associated with rising interest rates from such low levels, and had
been pairing that position with a large exposure to long-term US Treasuries to hedge what we
expected would be a modest correction in stocks. With long-term Treasury yields troughing for the
cycle, we recently removed that position and resumed a benchmark exposure to duration. Recent
dislocation of investment grade credit spreads and market illiquidity have created opportunities. Fed
programs aimed at backstopping this market give reason to be an active bond selector.

Underweight

Negative interest rates suggest that this is not a preferred asset class for US-dollar clients at this
time. Actively managed funds may provide very patient, risk-tolerant clients with income
opportunities in select corporate credits.

Underweight

The “sudden stop” recession has caused a severe pricing of real interest rates, pushing them negative
and near all-time lows. In the near term, upside appears limited.

High Yield

Overweight

High yield bonds remain at the epicenter of the dual risks from COVID-19 and the collapse in oil
prices from the failure of OPEC negotiations. In our view, some of the most extreme risks have been
discounted, especially in light of unprecedented monetary and ﬁscal policy intervention aimed not
only at market liquidity but in bridging cash ﬂow requirements. It’s time to ease in opportunistically,
using active managers.

Alternative Investments

Relative Weight Within
Alternative Investments

REITs

Market Weight

Real estate investment trusts (REITs) were laggards in 2020 as the pandemic's impact on retail and
urban ofﬁce space weighed heavily on the sector. With real interest rates still negative and inﬂation
expectations rising, we expect to be selective opportunistic investors in the sector this year.

Overweight

The “sudden stop” global recession has driven commodities such as oil to multidecade lows. The rush
to the "safe haven” US dollar, which is near its multiyear high, has exacerbated these dynamics. While
we recognize the complexity of the geopolitical issues that surround oil, we believe that on a six-to12-month basis the outlook for the global economy and overall demand will improve materially. Thus,
we suggest risk-oriented clients establish exposure to the broad diversiﬁed asset class through the
use of active managers. Pure passive exposure is not advised at this time.

US Investment Grade

International
Investment Grade
Inﬂation-Protection
Securities

Commodities

Hedged Strategies (Hedge
Overweight
Funds and Managed Futures)

The bear market associated with COVID-19 has driven volatility to historic extremes and led to wide
dispersion in price performance and stock-level idiosyncratic risk. These factors tend to create a
constructive environment for hedge fund managers who are good stock-pickers and can use leverage
and risk management techniques to amplify returns. We prefer very active and fundamental
strategies, especially equity long/short.

*For more about the risks to Duration, please see the Risk Considerations section beginning on page 17 of this report.
Source: Morgan Stanley Wealth Management GlC as of Feb. 28, 2021
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Disclosure Section
The Global Investment Committee (GIC) is a group of seasoned investment professionals from Morgan Stanley & Co. and Morgan Stanley
Wealth Management who meet regularly to discuss the global economy and markets. The committee determines the investment outlook that
guides our advice to clients. They continually monitor developing economic and market conditions, review tactical outlooks and recommend
asset allocation model weightings, as well as produce a suite of strategy, analysis, commentary, portfolio positioning suggestions and other
reports and broadcasts.

Jessica Alsford, Chris Baxter, Vibhor Dave, Brandon Dees, Nick Lentini, Tara Kalwarski, Sachin Manchanda, Kelley McKee, Sean O'Laughlin, Jonah
Silverman, Nathan Wagener and Ellen Zentner are not members of the Global Investment Committee and any implementation strategies
suggested have not been reviewed or approved by the Global Investment Committee.
Index Deﬁnitions
PHILADELPHIA SEMICONDUCTOR INDEX This is a capitalization-weighted index of the 30 largest companies primarily involved in the design,
distribution, manufacturing and sale of semiconductors.
S&P GLOBAL CLEAN ENERGY INDEX This index measures the performance of 30 companies from around the world that are involved in the
clean-energy related businesses, comprising a diversiﬁed mix of clearn energy production and clearn energy equipment and technology
companies.
SHANGHAI SHIPPING EXCHANGE CHINA CONTAINERIZED FREIGHT INDEX This index is based on a sample of 14 shipping lines using 10
ports of departure in China.
SHANGHAI SHIPPING EXCHANGE SHANGHAI CONTAINERIZED FREIGHT INDEX This index reﬂects the spot rates of the Shanghai
export container transport market. It includes both freight rates of 15 individual shipping routes and a composite index.

For index, indicator and survey deﬁnitions referenced in this report please visit the following: https://www.morganstanley.com/wealthinvestmentsolutions/wmir-deﬁnitions
Risk Considerations
Alternative Investments
The sole purpose of this material is to inform, and it in no way is intended to be an offer or solicitation to purchase or sell any security, other
investment or service, or to attract any funds or deposits. Investments mentioned may not be appropriate for all clients. Any product discussed
herein may be purchased only after a client has carefully reviewed the offering memorandum and executed the subscription documents.
Morgan Stanley Wealth Management has not considered the actual or desired investment objectives, goals, strategies, guidelines, or factual
circumstances of any investor in any fund(s). Before making any investment, each investor should carefully consider the risks associated with
the investment, as discussed in the applicable offering memorandum, and make a determination based upon their own particular circumstances,
that the investment is consistent with their investment objectives and risk tolerance.
Alternative investments often are speculative and include a high degree of risk. Investors could lose all or a substantial amount of their
investment. Alternative investments are appropriate only for eligible, long-term investors who are willing to forgo liquidity and put capital at
risk for an indeﬁnite period of time. They may be highly illiquid and can engage in leverage and other speculative practices that may increase
the volatility and risk of loss. Alternative Investments typically have higher fees than traditional investments. Investors should carefully review
and consider potential risks before investing.
Certain information contained herein may constitute forward-looking statements. Due to various risks and uncertainties, actual events, results
or the performance of a fund may differ materially from those reﬂected or contemplated in such forward-looking statements. Clients should
carefully consider the investment objectives, risks, charges, and expenses of a fund before investing.
Alternative investments involve complex tax structures, tax inefﬁcient investing, and delays in distributing important tax information. Individual
funds have speciﬁc risks related to their investment programs that will vary from fund to fund. Clients should consult their own tax and legal
advisors as Morgan Stanley Wealth Management does not provide tax or legal advice.
Interests in alternative investment products are offered pursuant to the terms of the applicable offering memorandum, are distributed by
Morgan Stanley Smith Barney LLC and certain of its afﬁliates, and (1) are not FDIC-insured, (2) are not deposits or other obligations of Morgan
Stanley or any of its afﬁliates, (3) are not guaranteed by Morgan Stanley and its afﬁliates, and (4) involve investment risks, including possible
loss of principal. Morgan Stanley Smith Barney LLC is a registered broker-dealer, not a bank.
Hypothetical Performance
General: Hypothetical performance should not be considered a guarantee of future performance or a guarantee of achieving overall ﬁnancial
objectives. Asset allocation and diversiﬁcation do not assure a proﬁt or protect against loss in declining ﬁnancial markets.
Hypothetical performance results have inherent limitations. The performance shown here is simulated performance based on benchmark
indices, not investment results from an actual portfolio or actual trading. There can be large differences between hypothetical and actual
performance results achieved by a particular asset allocation.
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Despite the limitations of hypothetical performance, these hypothetical performance results may allow clients and Financial Advisors to obtain
a sense of the risk / return trade-off of different asset allocation constructs.
Investing in the market entails the risk of market volatility. The value of all types of securities may increase or decrease over varying time
periods.
This analysis does not purport to recommend or implement an investment strategy. Financial forecasts, rates of return, risk, inﬂation, and other
assumptions may be used as the basis for illustrations in this analysis. They should not be considered a guarantee of future performance or a
guarantee of achieving overall ﬁnancial objectives. No analysis has the ability to accurately predict the future, eliminate risk or guarantee
investment results. As investment returns, inﬂation, taxes, and other economic conditions vary from the assumptions used in this analysis, your
actual results will vary (perhaps signiﬁcantly) from those presented in this analysis.
The assumed return rates in this analysis are not reﬂective of any speciﬁc investment and do not include any fees or expenses that may be
incurred by investing in speciﬁc products. The actual returns of a speciﬁc investment may be more or less than the returns used in this
analysis. The return assumptions are based on hypothetical rates of return of securities indices, which serve as proxies for the asset classes.
Moreover, different forecasts may choose different indices as a proxy for the same asset class, thus inﬂuencing the return of the asset class.

An investment in a money market fund is not insured or guaranteed by the Federal Deposit Insurance Corporation or any other government
agency. Although the Fund seeks to preserve the value of your investment at $1.00 per share, it is possible to lose money by investing in the
fund.
ETF Investing
An investment in an exchange-traded fund involves risks similar to those of investing in a broadly based portfolio of equity securities traded on
an exchange in the relevant securities market, such as market ﬂuctuations caused by such factors as economic and political developments,
changes in interest rates and perceived trends in stock and bond prices. Investing in an international ETF also involves certain risks and
considerations not typically associated with investing in an ETF that invests in the securities of U.S. issues, such as political, currency, economic
and market risks. These risks are magniﬁed in countries with emerging markets, since these countries may have relatively unstable governments
and less established markets and economics. ETFs investing in physical commodities and commodity or currency futures have special tax
considerations. Physical commodities may be treated as collectibles subject to a maximum 28% long-term capital gains rates, while futures are
marked-to-market and may be subject to a blended 60% long- and 40% short-term capital gains tax rate. Rolling futures positions may create
taxable events. For speciﬁcs and a greater explanation of possible risks with ETFs¸ along with the ETF’s investment objectives, charges and
expenses, please consult a copy of the ETF’s prospectus. Investing in sectors may be more volatile than diversifying across many industries.
The investment return and principal value of ETF investments will ﬂuctuate, so an investor’s ETF shares (Creation Units), if or when sold, may
be worth more or less than the original cost. ETFs are redeemable only in Creation Unit size through an Authorized Participant and are not
individually redeemable from an ETF.

Investors should carefully consider the investment objectives and risks as well as charges and expenses of an exchange-traded fund or mutual
fund before investing. The prospectus contains this and other important information about the mutual fund. To obtain a prospectus, contact
your Financial Advisor or visit the mutual fund company’s website. Please read the prospectus carefully before investing.
MLPs
Master Limited Partnerships (MLPs) are limited partnerships or limited liability companies that are taxed as partnerships and whose interests
(limited partnership units or limited liability company units) are traded on securities exchanges like shares of common stock. Currently, most
MLPs operate in the energy, natural resources or real estate sectors. Investments in MLP interests are subject to the risks generally applicable
to companies in the energy and natural resources sectors, including commodity pricing risk, supply and demand risk, depletion risk and
exploration risk.
Individual MLPs are publicly traded partnerships that have unique risks related to their structure. These include, but are not limited to, their
reliance on the capital markets to fund growth, adverse ruling on the current tax treatment of distributions (typically mostly tax deferred), and
commodity volume risk.
The potential tax beneﬁts from investing in MLPs depend on their being treated as partnerships for federal income tax purposes and, if the MLP
is deemed to be a corporation, then its income would be subject to federal taxation at the entity level, reducing the amount of cash available
for distribution to the fund which could result in a reduction of the fund’s value.
MLPs carry interest rate risk and may underperform in a rising interest rate environment. MLP funds accrue deferred income taxes for future tax
liabilities associated with the portion of MLP distributions considered to be a tax-deferred return of capital and for any net operating gains as
well as capital appreciation of its investments; this deferred tax liability is reﬂected in the daily NAV; and, as a result, the MLP fund’s after-tax
performance could differ signiﬁcantly from the underlying assets even if the pre-tax performance is closely tracked.
Duration
Duration, the most commonly used measure of bond risk, quantiﬁes the effect of changes in interest rates on the price of a bond or bond
portfolio. The longer the duration, the more sensitive the bond or portfolio would be to changes in interest rates. Generally, if interest rates
rise, bond prices fall and vice versa. Longer-term bonds carry a longer or higher duration than shorter-term bonds; as such, they would be
affected by changing interest rates for a greater period of time if interest rates were to increase. Consequently, the price of a long-term bond
would drop signiﬁcantly as compared to the price of a short-term bond.
International investing entails greater risk, as well as greater potential rewards compared to U.S. investing. These risks include political and
economic uncertainties of foreign countries as well as the risk of currency ﬂuctuations. These risks are magniﬁed in countries with emerging
markets and frontier markets, since these countries may have relatively unstable governments and less established markets and economies.
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Investing in currency involves additional special risks such as credit, interest rate ﬂuctuations, derivative investment risk, and domestic and
foreign inﬂation rates, which can be volatile and may be less liquid than other securities and more sensitive to the effect of varied economic
conditions. In addition, international investing entails greater risk, as well as greater potential rewards compared to U.S. investing. These risks
include political and economic uncertainties of foreign countries as well as the risk of currency ﬂuctuations. These risks are magniﬁed in
countries with emerging markets, since these countries may have relatively unstable governments and less established markets and economies.
Managed futures investments are speculative, involve a high degree of risk, use signiﬁcant leverage, have limited liquidity and/or may be
generally illiquid, may incur substantial charges, may subject investors to conﬂicts of interest, and are usually appropriate only for the risk
capital portion of an investor’s portfolio. Before investing in any partnership and in order to make an informed decision, investors should read
the applicable prospectus and/or offering documents carefully for additional information, including charges, expenses, and risks. Managed
futures investments are not intended to replace equities or ﬁxed income securities but rather may act as a complement to these asset
categories in a diversiﬁed portfolio.
Investing in commodities entails signiﬁcant risks. Commodity prices may be affected by a variety of factors at any time, including but not limited
to, (i) changes in supply and demand relationships, (ii) governmental programs and policies, (iii) national and international political and economic
events, war and terrorist events, (iv) changes in interest and exchange rates, (v) trading activities in commodities and related contracts, (vi)
pestilence, technological change and weather, and (vii) the price volatility of a commodity. In addition, the commodities markets are subject to
temporary distortions or other disruptions due to various factors, including lack of liquidity, participation of speculators and government
intervention.
Physical precious metals are non-regulated products. Precious metals are speculative investments, which may experience short-term and longterm price volatility. The value of precious metals investments may ﬂuctuate and may appreciate or decline, depending on market conditions. If
sold in a declining market, the price you receive may be less than your original investment. Unlike bonds and stocks, precious metals do not
make interest or dividend payments. Therefore, precious metals may not be appropriate for investors who require current income. Precious
metals are commodities that should be safely stored, which may impose additional costs on the investor. The Securities Investor Protection
Corporation (“SIPC”) provides certain protection for customers’ cash and securities in the event of a brokerage ﬁrm’s bankruptcy, other ﬁnancial
difﬁculties, or if customers’ assets are missing. SIPC insurance does not apply to precious metals or other commodities.
Bonds are subject to interest rate risk. When interest rates rise, bond prices fall; generally the longer a bond's maturity, the more sensitive it is
to this risk. Bonds may also be subject to call risk, which is the risk that the issuer will redeem the debt at its option, fully or partially, before
the scheduled maturity date. The market value of debt instruments may ﬂuctuate, and proceeds from sales prior to maturity may be more or
less than the amount originally invested or the maturity value due to changes in market conditions or changes in the credit quality of the issuer.
Bonds are subject to the credit risk of the issuer. This is the risk that the issuer might be unable to make interest and/or principal payments on a
timely basis. Bonds are also subject to reinvestment risk, which is the risk that principal and/or interest payments from a given investment may
be reinvested at a lower interest rate.
Bonds rated below investment grade may have speculative characteristics and present signiﬁcant risks beyond those of other securities,
including greater credit risk and price volatility in the secondary market. Investors should be careful to consider these risks alongside their
individual circumstances, objectives and risk tolerance before investing in high-yield bonds. High yield bonds should comprise only a limited
portion of a balanced portfolio.
Interest on municipal bonds is generally exempt from federal income tax; however, some bonds may be subject to the alternative minimum tax
(AMT). Typically, state tax-exemption applies if securities are issued within one's state of residence and, if applicable, local tax-exemption applies
if securities are issued within one's city of residence.
Treasury Inﬂation Protection Securities’ (TIPS) coupon payments and underlying principal are automatically increased to compensate for
inﬂation by tracking the consumer price index (CPI). While the real rate of return is guaranteed, TIPS tend to offer a low return. Because the
return of TIPS is linked to inﬂation, TIPS may signiﬁcantly underperform versus conventional U.S. Treasuries in times of low inﬂation.
Ultrashort-term ﬁxed income asset class is comprised of ﬁxed income securities with high quality, very short maturities. They are therefore
subject to the risks associated with debt securities such as credit and interest rate risk.
Although they are backed by the full faith and credit of the U.S. Government as to timely payment of principal and interest, Treasury Bills are
subject to interest rate and inﬂation risk, as well as the opportunity risk of other more potentially lucrative investment opportunities.
CDs are insured by the FDIC, an independent agency of the U.S. Government, up to a maximum of $250,000 (including principal and accrued
interest) for all deposits held in the same insurable capacity (e.g. individual account, joint account, IRA etc.) per CD depository. Investors are
responsible for monitoring the total amount held with each CD depository. All deposits at a single depository held in the same insurable
capacity will be aggregated for the purposes of the applicable FDIC insurance limit, including deposits (such as bank accounts) maintained
directly with the depository and CDs of the depository. For more information visit the FDIC website at www.fdic.gov.
The majority of $25 and $1000 par preferred securities are “callable” meaning that the issuer may retire the securities at speciﬁc prices and
dates prior to maturity. Interest/dividend payments on certain preferred issues may be deferred by the issuer for periods of up to 5 to 10 years,
depending on the particular issue. The investor would still have income tax liability even though payments would not have been received. Price
quoted is per $25 or $1,000 share, unless otherwise speciﬁed. Current yield is calculated by multiplying the coupon by par value divided by the
market price.
The initial interest rate on a ﬂoating-rate security may be lower than that of a ﬁxed-rate security of the same maturity because investors expect
to receive additional income due to future increases in the ﬂoating security’s underlying reference rate. The reference rate could be an index or
an interest rate. However, there can be no assurance that the reference rate will increase. Some ﬂoating-rate securities may be subject to call
risk.
The market value of convertible bonds and the underlying common stock(s) will ﬂuctuate and after purchase may be worth more or less than
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original cost. If sold prior to maturity, investors may receive more or less than their original purchase price or maturity value, depending on
market conditions. Callable bonds may be redeemed by the issuer prior to maturity. Additional call features may exist that could affect yield.
Some $25 or $1000 par preferred securities are QDI (Qualiﬁed Dividend Income) eligible. Information on QDI eligibility is obtained from third
party sources. The dividend income on QDI eligible preferreds qualiﬁes for a reduced tax rate. Many traditional ‘dividend paying’ perpetual
preferred securities (traditional preferreds with no maturity date) are QDI eligible. In order to qualify for the preferential tax treatment all
qualifying preferred securities must be held by investors for a minimum period – 91 days during a 180 day window period, beginning 90 days
before the ex-dividend date.
Principal is returned on a monthly basis over the life of a mortgage-backed security. Principal prepayment can signiﬁcantly affect the monthly
income stream and the maturity of any type of MBS, including standard MBS, CMOs and Lottery Bonds. Yields and average lives are estimated
based on prepayment assumptions and are subject to change based on actual prepayment of the mortgages in the underlying pools. The level
of predictability of an MBS/CMO’s average life, and its market price, depends on the type of MBS/CMO class purchased and interest rate
movements. In general, as interest rates fall, prepayment speeds are likely to increase, thus shortening the MBS/CMO’s average life and likely
causing its market price to rise. Conversely, as interest rates rise, prepayment speeds are likely to decrease, thus lengthening average life and
likely causing the MBS/CMO’s market price to fall. Some MBS/CMOs may have “original issue discount” (OID). OID occurs if the MBS/CMO’s
original issue price is below its stated redemption price at maturity, and results in “imputed interest” that must be reported annually for tax
purposes, resulting in a tax liability even though interest was not received. Investors are urged to consult their tax advisors for more
information.
Rebalancing does not protect against a loss in declining ﬁnancial markets. There may be a potential tax implication with a rebalancing strategy.
Investors should consult with their tax advisor before implementing such a strategy.
Equity securities may ﬂuctuate in response to news on companies, industries, market conditions and general economic environment.
Companies paying dividends can reduce or cut payouts at any time.
Value investing does not guarantee a proﬁt or eliminate risk. Not all companies whose stocks are considered to be value stocks are able to turn
their business around or successfully employ corrective strategies which would result in stock prices that do not rise as initially expected.
Growth investing does not guarantee a proﬁt or eliminate risk. The stocks of these companies can have relatively high valuations. Because of
these high valuations, an investment in a growth stock can be more risky than an investment in a company with more modest growth
expectations.
Asset allocation and diversiﬁcation do not assure a proﬁt or protect against loss in declining ﬁnancial markets.
REITs investing risks are similar to those associated with direct investments in real estate: property value ﬂuctuations, lack of liquidity, limited
diversiﬁcation and sensitivity to economic factors such as interest rate changes and market recessions.
Because of their narrow focus, sector investments tend to be more volatile than investments that diversify across many sectors and
companies. Technology stocks may be especially volatile. Risks applicable to companies in the energy and natural resources sectors include
commodity pricing risk, supply and demand risk, depletion risk and exploration risk.
Yields are subject to change with economic conditions. Yield is only one factor that should be considered when making an investment decision.
Credit ratings are subject to change.
The indices are unmanaged. An investor cannot invest directly in an index. They are shown for illustrative purposes only and do not represent
the performance of any speciﬁc investment.
The indices selected by Morgan Stanley Wealth Management to measure performance are representative of broad asset classes. Morgan
Stanley Smith Barney LLC retains the right to change representative indices at any time.
Disclosures
Morgan Stanley Wealth Management is the trade name of Morgan Stanley Smith Barney LLC, a registered broker-dealer in the United States.
This material has been prepared for informational purposes only and is not an offer to buy or sell or a solicitation of any offer to buy or sell any
security or other ﬁnancial instrument or to participate in any trading strategy. Past performance is not necessarily a guide to future
performance.
The author(s) (if any authors are noted) principally responsible for the preparation of this material receive compensation based upon various
factors, including quality and accuracy of their work, ﬁrm revenues (including trading and capital markets revenues), client feedback and
competitive factors. Morgan Stanley Wealth Management is involved in many businesses that may relate to companies, securities or
instruments mentioned in this material.
This material has been prepared for informational purposes only and is not an offer to buy or sell or a solicitation of any offer to buy or sell any
security/instrument, or to participate in any trading strategy. Any such offer would be made only after a prospective investor had completed its
own independent investigation of the securities, instruments or transactions, and received all information it required to make its own
investment decision, including, where applicable, a review of any offering circular or memorandum describing such security or instrument. That
information would contain material information not contained herein and to which prospective participants are referred. This material is based
on public information as of the speciﬁed date, and may be stale thereafter. We have no obligation to tell you when information herein may
change. We make no representation or warranty with respect to the accuracy or completeness of this material. Morgan Stanley Wealth
Management has no obligation to provide updated information on the securities/instruments mentioned herein.
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The securities/instruments discussed in this material may not be appropriate for all investors. The appropriateness of a particular investment or
strategy will depend on an investor’s individual circumstances and objectives. Morgan Stanley Wealth Management recommends that investors
independently evaluate speciﬁc investments and strategies, and encourages investors to seek the advice of a ﬁnancial advisor. The value of and
income from investments may vary because of changes in interest rates, foreign exchange rates, default rates, prepayment rates,
securities/instruments prices, market indexes, operational or ﬁnancial conditions of companies and other issuers or other factors. Estimates of
future performance are based on assumptions that may not be realized. Actual events may differ from those assumed and changes to any
assumptions may have a material impact on any projections or estimates. Other events not taken into account may occur and may signiﬁcantly
affect the projections or estimates. Certain assumptions may have been made for modeling purposes only to simplify the presentation and/or
calculation of any projections or estimates, and Morgan Stanley Wealth Management does not represent that any such assumptions will reﬂect
actual future events. Accordingly, there can be no assurance that estimated returns or projections will be realized or that actual returns or
performance results will not materially differ from those estimated herein.
This material should not be viewed as advice or recommendations with respect to asset allocation or any particular investment. This
information is not intended to, and should not, form a primary basis for any investment decisions that you may make. Morgan Stanley Wealth
Management is not acting as a ﬁduciary under either the Employee Retirement Income Security Act of 1974, as amended or under section 4975
of the Internal Revenue Code of 1986 as amended in providing this material except as otherwise provided in writing by Morgan Stanley and/or
as described at www.morganstanley.com/disclosures/dol.
Morgan Stanley Smith Barney LLC, its afﬁliates and Morgan Stanley Financial Advisors do not provide legal or tax advice. Each client should
always consult his/her personal tax and/or legal advisor for information concerning his/her individual situation and to learn about any potential
tax or other implications that may result from acting on a particular recommendation.
This material is primarily authored by, and reﬂects the opinions of, Morgan Stanley Smith Barney LLC (Member SIPC), as well as identiﬁed
guest authors. Articles contributed by employees of Morgan Stanley & Co. LLC (Member SIPC) or one of its afﬁliates are used under license
from Morgan Stanley.
This material is disseminated in Australia to “retail clients” within the meaning of the Australian Corporations Act by Morgan Stanley Wealth
Management Australia Pty Ltd (A.B.N. 19 009 145 555, holder of Australian ﬁnancial services license No. 240813).
Morgan Stanley Wealth Management is not incorporated under the People's Republic of China ("PRC") law and the material in relation to this
report is conducted outside the PRC. This report will be distributed only upon request of a speciﬁc recipient. This report does not constitute an
offer to sell or the solicitation of an offer to buy any securities in the PRC. PRC investors must have the relevant qualiﬁcations to invest in such
securities and must be responsible for obtaining all relevant approvals, licenses, veriﬁcations and or registrations from PRC's relevant
governmental authorities.
If your ﬁnancial adviser is based in Australia, Switzerland or the United Kingdom, then please be aware that this report is being distributed by
the Morgan Stanley entity where your ﬁnancial adviser is located, as follows: Australia: Morgan Stanley Wealth Management Australia Pty Ltd
(ABN 19 009 145 555, AFSL No. 240813); Switzerland: Morgan Stanley (Switzerland) AG regulated by the Swiss Financial Market Supervisory
Authority; or United Kingdom: Morgan Stanley Private Wealth Management Ltd, authorized and regulated by the Financial Conduct Authority,
approves for the purposes of section 21 of the Financial Services and Markets Act 2000 this material for distribution in the United Kingdom.
Morgan Stanley Wealth Management is not acting as a municipal advisor to any municipal entity or obligated person within the meaning of
Section 15B of the Securities Exchange Act (the “Municipal Advisor Rule”) and the opinions or views contained herein are not intended to be,
and do not constitute, advice within the meaning of the Municipal Advisor Rule.
This material is disseminated in the United States of America by Morgan Stanley Wealth Management.
Third-party data providers make no warranties or representations of any kind relating to the accuracy, completeness, or timeliness of the data
they provide and shall not have liability for any damages of any kind relating to such data.
This material, or any portion thereof, may not be reprinted, sold or redistributed without the written consent of Morgan Stanley Smith Barney
LLC.
© 2021 Morgan Stanley Smith Barney LLC. Member SIPC.
RSI1614694821536 03/2021
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Total Fund Monthly Performance Report - Net of Fees
Washtenaw County ERS

As of February 28, 2021
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Short Term Investment Funds
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0.01

0.01
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0.60

1.27
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Western Core Fixed Income
Barclays Aggregate

Loomis Sayles Core Plus Bond
Barclays Aggregate

Brandywine Global Fixed Income
Citi WGBI Unhedged

JPMorgan Strategic Property Fund
JPMorgan Special Situation Property Fund

MSCI AC World Infrastructure

Mar -13
Jun -17
May -18
Dec -06
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Apr -13
Mar -13
Aug -08
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Gain/Loss Summary
Change In Value
Beginning Market Value
Net Contributions
Gain/Loss
Ending Market Value

1
Month

YTD

1
Year

3
Years

$303,977,849
$6,505,308
$310,483,157

$305,772,818
($1,158,206)
$5,868,545
$310,483,157

$270,655,376
($12,660,110)
$52,487,891
$310,483,157

$279,205,772
($37,203,061)
$68,480,446
$310,483,157

Policy Index Breakdown: 22.5% S&P 500, 10% S&P 600, 18.5% MSCI ACWI ex US Net, 34% Bloomberg Barclays Aggregate & 15% NCREIF (Per
Asset Allocation Study Approved - August 2018).
Source: Investment Metrics / Paris || Performance is shown net of fees and periods greater than one year are annualized.
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Total Market Value: $310,483,157
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Market Value
($)
56,797,710
25,595,987
18,471,669
26,971,527
59,283,804
15,519,697
39,818,319
16,230,961
6,037,752
13,700,533
16,162,954
9,272,086
6,620,158

Vanguard Total Stock Market ETF
Vanguard Russell 1000 Value ETF
iShares S&P 600 ETF
Manning & Napier All Cap
Vanguard Developed Intl ETF
Vanguard Emerging Markets ETF
Western Core Fixed Income
Loomis Sayles Core Plus Bond
Brandywine Global Fixed Income
JPMorgan Strategic Property Fund
JPMorgan Special Situation Property Fund
McMorgan Infrastructure
Cash & Equivalents

Allocation
(%)
18.3
8.2
5.9
8.7
19.1
5.0
12.8
5.2
1.9
4.4
5.2
3.0
2.1

Asset Allocation Compliance
23%

Domestic Equity - Large Cap
$109,365,223
Domestic Equity - Small/Mid Cap
$18,471,669

6%

-4 %

6%

Fixed Income
$62,087,032

24%
34%

20%

-14 %

Real Estate
$39,135,573

15%
13%

-2 %
0%
2%
2%

Cash & Equivalents
$6,620,158
-30 %

-15 %

Target Allocation

0%

15%

Actual Allocation

Source: Investment Metrics / Paris
Performance is shown net of fees and periods greater than one year are annualized.

Page 2

10%

19%

International Equity
$74,803,502

-45 %

35%

13%

30%

45%

Allocation Differences

60%

Total Fund Monthly Performance Report - Net of Fees
Washtenaw County ERS

As of February 28, 2021

Risk and Return - 5 Years
11.6

Return (%)

11.2
Ret: 10.6
SD: 9.6

10.8
10.4
10.0
9.6
9.2
8.6

8.8

9.0

9.2

9.4

9.6

9.8

10.0

10.2

Risk (Standard Deviation %)
Total Fund

Washtenaw County ERS Policy Index

Active vs. Passive Breakdown
Unclassified
5.1%
Active
38.3%

Passive
56.6%

Manager Fee Schedule
Fee Schedule
Vanguard Total Stock Market ETF
Vanguard Russell 1000 Value ETF
iShares S&P 600 ETF
Manning & Napier All Cap
Vanguard Developed Intl ETF
Vanguard Emerging Markets ETF
Western Core Fixed Income
Loomis Sayles Core Plus Bond
Brandywine Global Fixed Income
JPMorgan Strategic Property Fund
JPMorgan Special Situation Property Fund
McMorgan Infrastructure

Source: Investment Metrics / Paris
"Unclassified" consists of Cash & Infrastructure
Performance is shown net of fees and annualized.
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0.04 % of Assets
0.12 % of Assets
0.07 % of Assets
0.65 % of Assets
0.07 % of Assets
0.14 % of Assets
0.32 % of Assets
0.50 % of First $10 M
0.35 % Thereafter
0.45 % of Assets
1.00 % of Assets
1.25 % of Assets
1.00 % of Assets

Estimated
Annual Fee
$
$22,719
$30,715
$12,930
$175,315
$41,499
$21,728
$127,419
$71,808
$27,170
$137,005
$202,037
$92,721

10.4

Performance Appendix
Performance Data below is net of fees. Please see the Morgan Stanley Smith Barney LLC Form ADV Part 2 Brochure for advisory accounts and/or any applicable brokerage account trade confirmation statements for
a full disclosure of the applicable charges, fees and expenses. Your Financial Advisor will provide those documents to you upon request.

Account Name

QTD

YTD

1
Year

3
Years

5
Years

10
Years

Since
Inception

Inception
Date

Brandywine Global Fixed Income
JPMorgan Special Situation Property Fund
JPMorgan Strategic Property Fund
Loomis Sayles Core Plus Bond
Manning & Napier All Cap
Short Term Investment Funds
Vanguard Developed Intl ETF
Vanguard Emerging Markets ETF
Vanguard Russell 1000 Value ETF
Vanguard Total Stock Market ETF
Western Core Fixed Income
iShares S&P 600 ETF

-2.17
-0.03
0.84
-1.95
3.12
0.00
1.69
4.74
5.14
2.79
-3.28
14.35

-2.17
-0.03
0.84
-1.95
3.12
0.00
1.69
4.74
5.14
2.79
-3.28
14.35

13.37
2.08
0.64
5.38
35.60
0.04
25.16
33.71
22.75
35.29
1.83
47.13

3.36
5.09
3.33
6.68
17.64
0.86
5.60
6.82
8.45
15.04
5.50
--

5.59
6.23
4.85
6.07
19.33
0.60
10.61
--17.40
3.82
--

-11.28
8.68
-13.71
0.32
-------

3.10
12.16
4.45
4.35
11.07
1.14
5.75
10.28
8.81
14.35
3.11
11.24

03/01/2013
04/01/2010
08/01/2008
04/01/2013
12/01/2006
02/01/2002
05/01/2015
05/01/2017
05/01/2017
02/01/2013
05/01/2012
04/01/2018

QTD

YTD

1
Year

3
Years

5
Years

10
Years

Since
Inception

Inception
Date

0.00

0.00

5.79

5.76

6.58

--

6.70

12/01/2014

All performance above are Time Weighted(TWR) performance

IRR Appendix
Account Name
McMorgan Infrastructure
All performance above are Dollar Weighted(IRR) performance
Glossary of Terms

negative alpha indicates the portfolio did worse than the market.

Active Contribution Return: The gain or loss percentage of an investment relative to the performance of
the investment benchmark.

Best Quarter: The highest quarterly return for a certain time period.

Active Exposure: The percentage difference in weight of the portfolio compared to its policy benchmark.
Active Return: Arithmetic difference between the manager’s return and the benchmark’s return over a
specified time period.
Actual Correlation: A measure of the correlation (linear dependence) between two variables X and Y, with
a value between +1 and -1 inclusive. This is also referred to as coefficient of correlation.
Alpha: A measure of a portfolio's time weighted return in excess of the market’s return, both adjusted for
risk. A positive alpha indicates that the portfolio outperformed the market on a risk-adjusted basis, and a
negative alpha indicates the portfolio did worse than the market.
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Beta: A measure of the sensitivity of a portfolio’s time weighted return (net of fees) against that of the
market. A beta greater than 1.00 indicates volatility greater than the market.
Consistency: The percentage of quarters that a product achieved a rate of return higher than that of its
benchmark. The higher the consistency figure, the more value a manager has contributed to the product’s
performance.
Core: Refers to an investment strategy mandate that is blend of growth and value styles without a
pronounced tilt toward either style.
Cumulative Selection Return (Cumulative Return): Cumulative investment performance over a specified
period of time.

period of time.

around the mean, sometimes referred to as the volatility of volatility.

Distribution Rate: The most recent distribution paid, annualized, and then divided by the current market
price. Distribution rate may consist of investment income, short-term capital gains, long-term capital gains,
and/or return of capital.

Maximum Drawdown: The drawdown is defined as the percent retrenchment from a fund's peak to the
fund's trough value. It is in effect from the time the fund's retrenchment begins until a new fund high is
reached. The maximum drawdown encompasses both the period from the fund's peak to the fund's valley
(length), and the time from the fund's valley to a new fund high (recovery). It measures the largest
percentage drawdown that has occurred in any fund's data record.

Down Market Capture: The ratio of average portfolio returns over the benchmark during periods of
negative benchmark return. Lower values indicate better product performance.
Downside Risk: A measure similar to standard deviation, but focuses only on the negative movements of
the return series. It is calculated by taking the standard deviation of the negative quarterly set of returns. The
higher the value, the more risk the product has.
Downside Semi Deviation: A statistical calculation that measures the volatility of returns below a
minimum acceptable return. This return measure isolates the negative portion of volatility: the larger the
number, the greater the volatility.
Drawdown: A drawdown is the peak-to-trough decline during a specific period of an investment, fund or
commodity.

Modern Portfolio Theory (MPT): An investment analysis theory on how risk-averse investors can
construct portfolios to optimize or maximize expected return based on a given level of market risk,
emphasizing that risk is an inherent part of higher reward.
Mutual Fund (MF): An investment program funded by shareholders that trade in diversified holdings and
is professionally managed.
Peer Group: A combination of funds that share the same investment style combined as a group for
comparison purposes.
Peer/ Plan Sponsor Universe: A combination of asset pools of total plan investments by specific sponsor
and plan types for comparison purposes.
Performance Ineligible Assets: Performance returns are not calculated for certain assets because accurate
valuations and transaction data for these assets are not processed or maintained by us. Common examples of
these include life insurance, some annuities and some assets held externally.

Excess over Benchmark: The percentage gain or loss of an investment relative to the investment's
benchmark.

Performance Statistics: A generic term for various measures of investment performance measurement
terms.

Excess Return: Arithmetic difference between the manager’s return and the risk-free return over a specified
time period.

Portfolio Characteristics: A generic term for various measures of investment portfolio characteristics.

Growth: A diversified investment strategy which includes investment selections that have capital
appreciation as the primary goal, with little or no dividend payouts. These strategies can include
reinvestment in expansion, acquisitions, and/or research and development opportunities.
Growth of Dollar: The aggregate amount an investment has gained or lost over a certain time period, also
referred to as Cumulative Return, stated in terms of the amount to which an initial dollar investment would
have grown over the given time period.
Investment Decision Process (IDP): A model for structuring the investment process and implementing the
correct attribution methodologies. The IDP includes every decision made concerning the division of the
assets under management over the various asset categories. To analyze each decision‘s contribution to the
total return, a modeling approach must measure the marginal value of every individual decision. In this
respect, the hierarchy of the decisions becomes very important. We therefore use the IDP model, which
serves as a proper foundation for registering the decisions and relating them to each other.
Information Ratio: Measured by dividing the active rate of return by the tracking error. The higher the
Information Ratio, the more value-added contribution by the manager.
Jensen’s Alpha: The Jensen's alpha measure is a risk-adjusted performance measure that represents the
average return on a portfolio or investment above or below that predicted by the capital asset pricing model
(CAPM) given the portfolio's or investment's beta and the average market return. This metric is also
commonly referred to as alpha..
Kurtosis: A statistical measure that is used to describe the distribution, or skewness, of observed data
around the mean, sometimes referred to as the volatility of volatility.
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Preferred Return: A term used in the private equity (PE) world, and also referred to as a “Hurdle Rate.” It
refers to the threshold return that the limited partners of a private equity fund must receive, prior to the PE
firm receiving its carried interest or "carry."
Ratio of Cumulative Wealth: A defined ratio of the Cumulative Return of the portfolio divided by the
Cumulative Return of the benchmark for a certain time period.
Regression Based Analysis: A statistical process for estimating the relationships among variables. It
includes many techniques for modeling and analyzing several variables, when the focus is on the
relationship between a dependent variable and one or more independent variables
Residual Correlation: Within returns-based style analysis, residual correlation refers to the portion of a
strategy’s return pattern that cannot be explained by its correlation to the asset-class benchmarks to which it
is being compared.
Return: A rate of investment performance for the specified period.
Rolling Percentile Ranking: A measure of an investment portfolio’s ranking versus a peer group for a
specific rolling time period (i.e. Last 3 Years, Last 5 years, etc.).
R-Squared: The percentage of a portfolio's performance explained by the behavior of the appropriate
benchmark. High R-Squared means a higher correlation of the portfolio's performance to the appropriate
benchmark.
SA/CF (Separate Account/Comingled Fund): Represents an acronym for Separate Account and
Commingled Fund investment vehicles.
Sector Benchmark: A market index that serves as a proxy for a sector within an asset class.

Sharpe Ratio: Represents the excess rate of return over the risk free return divided by the standard
deviation of the excess return. The result is the absolute rate of return per unit of risk. The higher the value,
the better the product’s historical risk-adjusted performance results in.
Standard Deviation: A statistical measure of the range of a portfolio's performance; the variability of a
return around its average return over a specified time period.
Total Fund Benchmark: The policy benchmark for a complete asset pool that could consist of multiple
investment mandates.
Total Fund Composite: The aggregate of multiple portfolios within an asset pool or household.
Tracking Error: A measure of standard deviation for a portfolio's investment performance, relative to the
performance of an appropriate market benchmark.
Treynor Ratio: A ratio that divides the excess return (above the risk free rate) by the portfolio’s beta to
arrive at a unified measure of risk adjusted return. It is generally used to rank portfolios, funds and
benchmarks. A higher ratio is indicative of higher returns per unit of market risk. This measurement can
help determine if the portfolio is reaching its goal of increasing returns while managing market risk.
Up Market Capture: The ratio of average portfolio returns over the benchmark during periods of positive
benchmark return. Higher values indicate better product performance.
Upside Semi Deviation: A statistical calculation that measures the volatility of returns above an acceptable
return. This return measure isolates the positive portion of volatility: the larger the number, the greater the
volatility.
Value: A diversified investment strategy that includes investment selections which tend to trade at a lower
price relative to its dividends, earnings, and sales. Common attributes are stocks that include high dividend,
low price-to-book ratio, and/or low price-to-earnings ratio.
Worst Quarter: The lowest rolling quarterly return for a certain time period.

Information Disclosures
Performance results are annualized for time periods greater than one year and include all cash and cash
equivalents, realized and unrealized capital gains and losses, and dividends, interest and income. The
investment results depicted herein represent historical performance. As a result of recent market activity,
current performance may vary from the figures shown. Past performance is not a guarantee of future
results.
Please see the Morgan Stanley Smith Barney LLC Form ADV Part 2 Brochure for advisory accounts
and/or any applicable brokerage account trade confirmation statements for a full disclosure of the
applicable charges, fees and expenses. Your Financial Advisor will provide those documents to you upon
request.
Benchmark indices and blends included in this material are for informational purposes only, are
provided solely as a comparison tool and may not reflect the underlying composition and/or investment
objective(s) associated with the account(s). Indices are unmanaged and not available for direct
investment. Index returns do not take into account fees or other charges. Such fees and charges would
reduce performance.
The performance data shown reflects past performance, which does not guarantee future results.
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The performance data shown reflects past performance, which does not guarantee future results.
Investment return and principal will fluctuate so that an investor’s shares when redeemed may be worth
more or less than original cost. Please note, current performance may be higher or lower than the
performance data shown. For up to date month-end performance information, please contact your
Financial Advisor or visit the funds’ company website.
Investors should carefully consider the fund’s investment objectives, risks, charges and expenses before
investing. The prospectus and, if available the summary prospectus, contains this and other information
that should be read carefully before investing. Investors should review the information in the prospectus
carefully. To obtain a prospectus, please contact your Financial Advisor or visit the funds’ company
website.
Past performance is no guarantee of future results.
Investing involves market risk, including possible loss of principal. Growth investing does not guarantee a
profit or eliminate risk. The stocks of these companies can have relatively high valuations. Because of these
high valuations, an investment in a growth stock can be more risky than an investment in a company with
more modest growth expectations. Value investing involves the risk that the market may not recognize that
securities are undervalued and they may not appreciate as anticipated. Small and mid-capitalization
companies may lack the financial resources, product diversification and competitive strengths of larger
companies. The securities of small capitalization companies may not trade as readily as, and be subject to
higher volatility than those of larger, more established companies. Bond funds and bond holdings have the
same interest rate, inflation and credit risks that are associated with the underlying bonds owned by the
funds. The return of principal in bond funds, and in funds with significant bond holdings, is not guaranteed.
International securities’ prices may carry additional risks, including foreign economic, political, monetary
and/or legal factors, changing currency exchange rates, foreign taxes and differences in financial and
accounting standards. International investing may not be for everyone. These risks may be magnified in
emerging markets. Alternative investments, including private equity funds, real estate funds, hedge funds,
managed futures funds, and funds of hedge funds, private equity, and managed futures funds, are
speculative and entail significant risks that can include losses due to leveraging or\other speculative
investment practices, lack of liquidity, volatility of returns, restrictions on transferring interests in a fund,
potential lack of diversification, absence and/or delay of information regarding valuations and pricing,
complex tax structures and delays in tax reporting, less regulation and higher fees than mutual funds and
risks associated with the operations, personnel and processes of the advisor. Master Limited Partnerships
(MLPs) are limited partnerships or limited liability companies that are taxed as partnerships and whose
interests (limited partnership units or limited liability company units) are traded on securities exchanges like
shares of common stock. Currently, most MLPs operate in the energy, natural resources or real estate
sectors. Investments in MLP interests are subject to the risks generally applicable to companies in the
energy and natural resources sectors, including commodity pricing risk, supply and demand risk, depletion
risk and exploration risk; and MLP interests in the real estate sector are subject to special risks, including
interest rate and property value fluctuations, as well as risks related to general and economic conditions.
Because of their narrow focus, MLPs maintain exposure to price volatility of commodities and/or
underlying assets and tend to be more volatile than investments that diversify across many sectors and
companies. MLPs are also subject to additional risks including: investors having limited control and rights
to vote on matters affecting the MLP, limited access to capital, cash flow risk, lack of liquidity, dilution risk,
conflict of interests, and limited call rights related to acquisitions.
Mortgage backed securities also involve prepayment risk, in that faster or slower prepayments than
expected on underlying mortgage loans can dramatically alter the yield-to-maturity of a mortgage-backed
security and prepayment risk includes the possibility that a fund may invest the proceeds at generally lower
interest rates.

interest rates.

The 30th percentile, for example, is the value in which 30% of the highest observations may be found, the
65th percentile is the value in which 65% of the highest observations may be found, and so on.

Tax managed funds may not meet their objective of being tax-efficient.
Real estate investments are subject to special risks, including interest rate and property value fluctuations,
as well as risks related to general and economic conditions. High yield fixed income securities, also known
as “junk bonds”, are considered speculative, involve greater risk of default and tend to be more volatile than
investment grade fixed income securities.
Credit quality is a measure of a bond issuer’s creditworthiness, or ability to repay interest and principal to
bondholders in a timely manner. The credit ratings shown are based on security rating as provided by
Standard & Poor’s, Moody’s and/or Fitch, as applicable. Credit ratings are issued by the rating agencies for
the underlying securities in the fund and not the fund itself, and the credit quality of the securities in the
fund does not represent the stability or safety of the fund. Credit ratings shown range from AAA, being the
highest, to D, being the lowest based on S&P and Fitch’s classification (the equivalent of Aaa and C,
respectively, by Moody(s). Ratings of BBB or higher by S&P and Fitch (Baa or higher by Moody’s) are
considered to be investment grade-quality securities. If two or more of the agencies have assigned different
ratings to a security, the highest rating is applied. Securities that are not rated by all three agencies are listed
as “NR”.
“Alpha tilt strategies comprise a core holding of stocks that mimic a benchmark type index such as the
S&P 500 to which additional securities are added to help tilt the fund toward potentially outperforming the
market in an effort to enhance overall investment returns. Tilt strategies are subject to significant timing
risk and could potentially expose investors to extended periods of underperformance.”
Custom Account Index: The Custom Account Index is an investment benchmark based on your historical
target allocations and/or manager selection that you may use to evaluate the performance of your account.
The Custom Account index does take into consideration certain changes that may have occurred in your
portfolio since the inception of your account, i.e., asset class and/or manager changes. However, in some
circumstances, it may not be an appropriate benchmark for use with your specific account composition. For
detailed report of the historical composition of this blend please contact your Financial Advisor.
Peer Groups
Peer Groups are a collection of similar investment strategies that essentially group investment products that
share the same investment approach. Peer Groups are used for comparison purposes to compare and
illustrate a clients investment portfolio versus its peer across various quantitative metrics like performance
and risk. Peer Group comparison is conceptually another form of benchmark comparison whereby the
actual investment can be ranked versus its peer across various quantitative metrics.
All Peer Group data are provided by Investment Metrics, LLC.
The URL below provides all the definitions and methodology about the various Peer Groups
https://www.invmetrics.com/style-peer-groups
Peer Group Ranking Methodology
A percentile rank denotes the value of a product in which a certain percent of observations fall within a peer
group. The range of percentile rankings is between 1 and 100, where 1 represents a high statistical value and
100 represents a low statistical value.
The 30th percentile, for example, is the value in which 30% of the highest observations may be found, the
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Percentile rankings are calculated based on a normalized distribution ranging from 1 to 100 for all products
in each peer group, where a ranking of 1 denotes a high statistical value and a ranking of 100 denotes a low
statistical value. It is important to note that the same ranking methodology applies to all statistics, implying
that a ranking of 1 will always mean highest value across all statistics.
For example, consider a risk/return assessment using standard deviation as a measure of risk. A percentile
ranking equal to 1 for return denotes highest return, whereas a percentile ranking of 1 for standard deviation
denotes highest risk among peers.
In addition, values may be used to demonstrate quartile rankings. For example, the third quartile is also
known as the 75th percentile, and the median is the 50th percentile.
Alternatives
Graystone Consulting is a business of Morgan Stanley Smith Barney LLC. (“Morgan Stanley”) This
material is not to be reproduced or distributed to any other persons (other than professional advisors of the
investors) and is intended solely for the use of the persons to whom it has been delivered. This material is
not for distribution to the general public.
The sole purpose of this material is to inform, and it in no way is intended to be an offer or solicitation to
purchase or sell any security, other investment or service, or to attract any funds or deposits. Investments
mentioned may not be suitable for all clients. Any product discussed herein may be purchased only after a
client has carefully reviewed the offering memorandum and executed the subscription documents. Morgan
Stanley has not considered the actual or desired investment objectives, goals, strategies, guidelines, or
factual circumstances of any investor in any fund(s). Before making any investment, each investor should
carefully consider the risks associated with the investment, as discussed in the applicable offering
memorandum, and make a determination based upon their own particular circumstances, that the investment
is consistent with their investment objectives and risk tolerance.
This information is being provided as a service of your Graystone Institutional Consultant and does not
supersede or replace your Morgan Stanley customer statement. The information is as of the date(s) noted
and subject to daily market fluctuation. Your interests in Alternative Investments, which may have been
purchased through us, are generally not held here, and are generally not covered by SIPC. The information
provided to you: 1) is included as a service to you, valuations for certain products may not be available; 2)
is derived from you or another external source for which we are not responsible, and may have been
modified to take into consideration capital calls or distributions to the extent applicable; 3) may not reflect
actual shares, share prices or values; 4) may include invested or distributed amounts in addition to a fair
value estimate; and 5) should not be relied upon for tax reporting purposes. Notwithstanding the foregoing,
1) to the extent this report displays Alternative Investment positions within a Morgan Stanley Individual
Retirement Account (“IRA”), such positions are held by Morgan Stanley Smith Barney LLC as the
custodian of your Morgan Stanley IRA; and 2) if your Alternative Investment positon(s) is held by us and is
registered pursuant to the Securities Act of 1933, as amended, your Alternative Investment position(s) is
covered by SIPC.
Alternatives may be either traditional alternative investment vehicles or non-traditional alternative strategy
vehicles. Traditional alternative investment vehicles may include, but are not limited to, Hedge Funds,
Fund of Funds (both registered and unregistered), Exchange Funds, Private Equity Funds, Private Credit
Funds, Real Estate Funds, and Managed Futures Funds. Non-traditional alternative strategy vehicles may
include, but are not limited to, Open or Closed End Mutual Funds, Exchange-Traded and Closed-End
Funds, Unit Investment Trusts, exchange listed Real Estate Investment Trusts (REITs), and Master Limited
Partnerships (MLPs). These non-traditional alternative strategy vehicles also seek alternative-like exposure
but have significant differences from traditional alternative investment vehicles. Non-traditional alternative
strategy vehicles may behave like, have characteristics of, or employ various investment strategies and
techniques for both hedging and more speculative purposes such as short-selling, leverage, derivatives, and

techniques for both hedging and more speculative purposes such as short-selling, leverage, derivatives, and
options, which can increase volatility and the risk of investment loss. Characteristics such as correlation to
traditional markets, investment strategy, and market sector exposure can play a role in the classification of a
traditional security being classified as alternative.

applicable Morgan Stanley Smith Barney LLC Form ADV Part 2A for more information including a
description of the fee schedule. It is available at www.morganstanley.com/ADV
<http://www.morganstanley.com/ADV> <http://www.morganstanley.com/ADV> or from your Financial
Advisor/Private Wealth Advisor.

Traditional alternative investment vehicles are illiquid and usually are not valued daily. The estimated
valuation provided will be as of the most recent date available and will be included in summaries of your
assets. Such valuation may not be the most recent provided by the fund in which you are invested. No
representation is made that the valuation is a market value or that the interest could be liquidated at this
value. We are not required to take any action with respect to your investment unless valid instructions are
received from you in a timely manner. Some positions reflected herein may not represent interests in the
fund, but rather redemption proceeds withheld by the issuer pending final valuations which are not subject
to the investment performance of the fund and may or may not accrue interest for the length of the
withholding. Morgan Stanley does not engage in an independent valuation of your alternative investment
assets. Morgan Stanley provides periodic information to you including the market value of an alternative
investment vehicle based on information received from the management entity of the alternative investment
vehicle or another service provider.

Alternative investments involve complex tax structures, tax inefficient investing, and delays in distributing
important tax information. Individual funds have specific risks related to their investment programs that will
vary from fund to fund. Clients should consult their own tax and legal advisors as Morgan Stanley does not
provide tax or legal advice. Interests in alternative investment products are offered pursuant to the terms of
the applicable offering memorandum, are distributed by Morgan Stanley Smith Barney LLC and certain of
its affiliates, and (1) are not FDIC-insured, (2) are not deposits or other obligations of Morgan Stanley or
any of its affiliates, (3) are not guaranteed by Morgan Stanley and its affiliates, and (4) involve investment
risks, including possible loss of principal. Morgan Stanley Smith Barney LLC is a registered broker-dealer,
not a bank.

Traditional alternative investment vehicles often are speculative and include a high degree of risk. .
Investors should carefully review and consider potential risks before investing. Certain of these risks may
include but are not limited to:• Loss of all or a substantial portion of the investment due to leveraging, shortselling, or other speculative practices;• Lack of liquidity in that there may be no secondary market for a
fund;• Volatility of returns;• Restrictions on transferring interests in a fund;• Potential lack of diversification
and resulting higher risk due to concentration of trading authority when a single advisor is utilized;•
Absence of information regarding valuations and pricing;• Complex tax structures and delays in tax
reporting;• Less regulation and higher fees than mutual funds; and• Risks associated with the operations,
personnel, and processes of the manager. As a diversified global financial services firm, Morgan Stanley
Wealth Management engages in a broad spectrum of activities including financial advisory services,
investment management activities, sponsoring and managing private investment funds, engaging in brokerdealer transactions and principal securities, commodities and foreign exchange transactions, research
publication, and other activities. In the ordinary course of its business, Morgan Stanley Wealth Management
therefore engages in activities where Morgan Stanley Wealth Management’s interests may conflict with the
interests of its clients, including the private investment funds it manages. Morgan Stanley Wealth
Management can give no assurance that conflicts of interest will be resolved in favor of its clients or any
such fund.

© 2018 Morgan Stanley Smith Barney LLC. Member SIPC.

Indices are unmanaged and investors cannot directly invest in them. Composite index results are shown for
illustrative purposes and do not represent the performance of a specific investment. Past performance is no
guarantee of future results. Actual results may vary. Diversification does not assure a profit or protect
against loss in a declining market. Any performance or related information presented has not been adjusted
to reflect the impact of the additional fees paid to a placement agent by an investor (for Morgan Stanley
placement clients, a one-time upfront Placement Fee of up to 3%, and for Morgan Stanley investment
advisory clients, an annual advisory fee of up to 2.5%), which would result in a substantial reduction in the
returns if such fees were incorporated.
For most investment advisory clients, the program account will be charged an asset-based wrap fee every
quarter (“the Fee”). In general, the Fee covers investment advisory services and reporting. In addition to the
Fee, clients will pay the fees and expenses of any funds in which their account is invested. Fund fees and
expenses are charged directly to the pool of assets the fund invests in and impact the valuations. Clients
must understand that these fees and expenses are an additional cost and will not be included in the Fee
amount in the account statements.
As fees are deducted quarterly, the compounding effect will be to increase the impact of the fees by an
amount directly related to the gross account performance. For example, for an account with an initial value
of $100,000 and a 2.5% annual fee, if the gross performance is 5% per year over a three year period, the
compounding effect of the fees will result in a net annual compound rate of return of approximately 2.40%
per year over a three year period, and the total value of the client’s portfolio at the end of the three year
period would be approximately $115,762.50 without the fees and $107,372.63 with the fees. Please see the
applicable Morgan Stanley Smith Barney LLC Form ADV Part 2A for more information including a
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SIPC insurance does not apply to precious metals, other commodities, or traditional alternative investments.

Money Market Funds
You could lose money in Money Market Funds. Although MMFs classified as government funds (i.e.,
MMFs that invest 99.5% of total assets in cash and/or securities backed by the U.S government) and retail
funds (i.e., MMFs open to natural person investors only) seek to preserve value at $1.00 per share, they
cannot guarantee they will do so. The price of other MMFs will fluctuate and when you sell shares they may
be worth more or less than originally paid. MMFs may impose a fee upon sale or temporarily suspend sales
if liquidity falls below required minimums. During suspensions, shares would not be available for
purchases, withdrawals, check writing or ATM debits. A MMF investment is not insured or guaranteed by
the Federal Deposit Insurance Corporation or other government agency.

Asset Allocation / Rebalance
March 15, 2021

Washtenaw County Employees' Retirement System
Market Value

% of Total

Policy
Target

Value at Policy
Target

Rebalance

Value after
Reallocation

% After
Reallocation

% Over
(Under)

$ Value Over
(Under)

(10 - 40%)

$107,102,855

33.7%

22.5%

$71,430,009

$0

$107,102,855

33.7%

11.2%

$35,672,846

Vanguard Total Stock Market ETF

$52,074,353

16.4%

$0

$52,074,353

16.4%

Vanguard Russell 1000 Value ETF

$27,077,986

8.5%

$0

$27,077,986

8.5%

Manning & Napier Core

$27,950,516

8.8%

$0

$27,950,516

8.8%

$27,221,451

8.6%

$0

$27,221,451

8.6%

-1.4%

($132,166)

$27,221,451

8.6%

$0

$27,221,451

8.6%

$76,684,571

24.2%

$0

$76,684,571

24.2%

5.7%

$17,953,230

Vanguard Developed Markets ETF

$61,101,339

19.2%

$0

$61,101,339

19.2%

Vanguard Emerging Markets ETF

$15,583,232

4.9%

$0

$15,583,232

4.9%

(19 - 49%)

$61,430,955

19.4%

$0

$61,430,955

19.4%

-14.6%

($46,507,726)

Western Asset Core

$39,162,242

12.3%

$0

$39,162,242

12.3%

Loomis Core Plus Fixed Income*

$16,230,961

5.1%

$0

$16,230,961

5.1%

Brandywine Global FI*

$6,037,752

1.9%

$0

$6,037,752

1.9%

$0

$0

0.0%

0.0%

$0

$0

$0

0.0%

$0

$39,135,573

12.3%

-2.7%

($8,484,433)

1.9%

$5,891,303

Asset Class

Domestic Large Cap Equity

Domestic Small/Mid Cap Equity (5 - 15%)
iShares S&P 600 ETF
International Equities (8.5 - 28.5%)

Fixed Income

Real Estate Investment Trusts

$0

0.0%

New Manager

$0

0.0%

Real Estate (5 - 20%)

$39,135,573

12.3%

(0 - 8%)

10.0%
18.5%

34.0%

0.0%
15.0%

$31,746,671
$58,731,341

$107,938,681

$0
$47,620,006

JP Morgan Strategic Property RE*

$13,700,533

4.3%

$0

$13,700,533

4.3%

JP Morgan Special Situations RE*

$16,162,954

5.1%

$0

$16,162,954

5.1%

McMorgan Infrastructure ($12.5M)**

$9,272,086

2.9%

$0

$9,272,086

2.9%

Cash
Combined Accounts
Avg. Monthly Cash Flow:

$5,891,303

1.9%

0.0%

$0

$0

$5,891,303

1.9%

$317,466,707

100%

100.0%

$317,466,707

$0

$317,466,707

100%

($1,110,000)

5.3

Months of cash available after rebalance.

*As of 2/28/21 | **As of 9/30/20
This material is not to be reproduced or distributed to any other persons (other than professional advisors of the investors) and is intended solely for the use of the persons to whom it has been delivered. This material is not for distribution to the general public. The
sole purpose of this material is to inform, and it in no way is intended to be an offer of solicitation to purchase or sell any security, other investment or service, or to attract any funds or deposits. Investments mentioned may not be suitable for all clients. Any product
discussed herein may be purchased only after a client has carefully reviewed the offering memorandum and executed the subscription documents. Morgan Stanley has not considered the actual or desired investment objectives, goals, strategies, guidelines, or
factual circumstances of any investor in any fund(s). Before making any investment, each investor should carefully consider the risks associated with the investment, as discussed in the applicable offering memorandum, and make a determination based upon their
own particular circumstances, that the investment is consistent with their investment objectives and risk tolerance. This information is being provided as a service of your Graystone Institutional Consultant and does not supersede or replace your monthly customer
statement. The information is as of the date(s) noted and subject to daily market fluctuation.

Source: Investment Metrics/Paris;Morgan Stanley & Manager Statements

WASHTENAW COUNTEY EMPLOYEES' RETIREMENT SYSTEM
GRAYSTONE CONSULTING MICHIGAN
Domestic Large Cap Equity
1

Vanguard Total Stock Market ETF
Vanguard Russell 1000 Value ETF1
Manning & Napier Core2
Domestic Small/Mid Cap Equity
iShares S&P 600 ETF3
International Equities
Vanguard Developed Markets ETF1
Vanguard Emerging Markets ETF1
Fixed Income
Western Asset Core4
Loomis Core Plus Fixed Income5
Brandywine Global Fixed Income6
Real Estate
JP Morgan Strategic Property
JP Morgan Special Situations
McMorgan Infrastructure7

Portfolio
Allocation

Energy
Exposure

Fossil Fuel Exposure

16.4%
8.5%
8.8%

2.20%
4.53%
9.00%

2.20% (0.28% in Support Activities for Oil and Gas Operations)
4.53% (0.51% in Support Activities for Oil and Gas Operations)
9.00%

8.6%

3.70%

1.80%

19.2%
4.9%

4.07%
5.07%

4.07% (0.16% in Support Activities for Oil and Gas Operations)
5.07% (0.34% in Support Activities for Oil and Gas Operations)

12.3%
5.1%
1.9%

2.41%
3.01%
8.17%

2.41%
3.01%
8.17%

4.3%
5.1%
2.9%

N/A
N/A
22.10%
4.13%

N/A
N/A
22.10% (8.60% in motorway service areas in Germany)

Total Portfolio Energy Exposure
1

Information provided by Vanguard

2

Information provided by Manning & Napier

3

Information provided by Blackrock

4

Information provided by Western Asset

5

Information provided by Loomis Sayles

6

Information provided by Brandywine Global

7

Information provided by McMorgan

8

Manager allocations as of 3/15/21

8

Document is being provided per request of the Washtenaw County Employees' Retirement System.
The information and data were obtained from sources deemed reliable. Their accuracy or completeness is not guaranteed and subject to change with current market conditions. There is no guarantee that the figures
presented will be attainable in the future. Morgan Stanley Smith Barney LLC, its affiliates and Morgan Stanley Financial Advisors or Private Wealth Advisors do not offer tax advice. Individuals should consult their personal
tax advisor before making any tax-related investment decisions.
Past performance is no guarantee of future results.
This material is not to be reproduced or distributed to any other persons (other than professional advisors of the investors) and is intended solely for the use of the persons to whom it has been delivered. This material is not
for distribution to the general public. The sole purpose of this material is to inform, and it in no way is intended to be an offer of solicitation to purchase or sell any security, other investment or service, or to attract any funds
or deposits. Investments mentioned may not be suitable for all clients. Any product discussed herein may be purchased only after a client has carefully reviewed the offering memorandum and executed the subscription
documents. Morgan Stanley has not considered the actual or desired investment objectives, goals, strategies, guidelines, or factual circumstances of any investor in any fund(s). Before making any investment, each
investor should carefully consider the risks associated with the investment, as discussed in the applicable offering memorandum, and make a determination based upon their own particular circumstances, that the
investment is consistent with their investment objectives and risk tolerance.
This information is being provided as a service of your Graystone Institutional Consultant and does not supersede or replace your monthly customer statement. The information is as of the date(s) noted and subject to daily
market fluctuation.

