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The Consolidated Trust Funds 
Total Return Fund 

Eden Fund 
Connecticut Conference of the United Church of Christ 

 
Report to Participants 

For the period ending December 31, 2016 
 

Introduction 
 
The Investment Committee of the Connecticut Conference is pleased to provide this 
summary of performance and investment activities for the Consolidated Trust Funds.  The 
Connecticut Conference, participating churches and other participants in the Consolidated 
Trust Funds (“ the CTF” or “the Funds”) are obligated by law1 to manage investments in a 
prudent fashion.  This report demonstrates how the Investment Committee fulfills these 
obligations.  Participants can fulfill their own obligations by reviewing the Funds’ investment 
policy to ensure that it is congruent with the participant’s own objectives, reviewing this 
report of activities, and by raising any questions and concerns regarding the management of 
the Funds. 
 
The Investment Committee has engaged U.S. Trust, a subsidiary of Bank of America, to 
serve as investment consultant, custodian and record keeper.  The Funds includes two funds, 
the Total Return Fund and the Eden Fund.  The Eden Fund was introduced in November of 
2015 and differs from the Total Return Fund by incorporating a carbon reserve free strategy 
for participants interested in divesting from fossil fuel holdings2. 
 
The Investment Committee works with U.S. Trust to select portfolio managers for the 
separately managed accounts, mutual funds, or ETFs that constitute the Funds. The selections 
are guided by the investment policy and this approach assures broad diversification at 
reasonable cost. The portfolio managers oversee separately managed accounts and do not 
commingle the Funds’ assets with the assets of other organizations or individuals.  The 
Funds’ assets invested in mutual funds and ETFs are pooled with other investors.  The Funds 
are “unitized” and the addition of funds or re-investment of income increases the number of 
units assigned to an account, realized and unrealized gains and losses change the net asset 
value per unit, and withdrawals of principal reduce the number of units assigned to an 
account. 
 
The Total Return Fund is composed of seven separately managed accounts and seven mutual 
funds or Exchange Traded Funds (ETFs)3 (See Table 7.)  
 

Ø The separately managed accounts, representing 63% of assets, adhere to the Socially 
Responsible Investment (SRI) guidelines adopted by the Conference. 
 

                                                
1 Uniform Prudent Management of Institutional Funds Act, effective October 1, 2007.  While this law 
2 Fiduciary responsibility for the U.S equity portion of the Eden Fund has been delegated to U.S Trust, who 
is responsible for manager selection and oversight. 
3 An exchange-traded fund (ETF) is an investment fund that holds assets such as stocks, bonds, or 
commodities, and that trades like a stock or bond.  Most ETFs track an index. 
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Ø The mutual funds and ETFs, accounting for the remaining 37% of assets, are not 
subject to the SRI guidelines.  However, a number of these funds are utilized for asset 
classes or sub-classes that are inherently unlikely to hold excluded companies (U.S. 
Treasuries, real estate, and commodities.)  These funds account for 24% of assets. 

 
The Eden Fund is composed of three separately managed accounts and five mutual funds or 
ETFs. (See Table 8.)  The separately managed accounts, representing 76% of assets, adhere 
to the SRI guidelines.  The mutual funds and ETFs, accounting for the remaining 24% of 
assets, are not subject to the guidelines.  Mutual funds and ETFs accounting for 17% of assets 
are unlikely to hold excluded securities due to the nature of the funds. 
 
This report is available online at www.ctucc.org/ctf 
 
Investment Objective 
 
The overall goal of the Funds is to maintain the inflation-adjusted market value of assets 
while providing a relatively predictable, growing stream of revenue.  The objective, 
therefore, is to earn a total return (net of all fees and expenses) equal to or exceeding the 
Connecticut Conference’s targeted spending rate, currently 4.5%4, plus the inflation rate – as 
measured by the Consumer Price Index. 
 
Performance – Total Return Fund 
 
Table 1: Annual Rate of Return*, net of fees 
 1-Year 3-Year 5-Year 10-Year 
Total Return Fund  5.9% 2.8% 7.1% 4.7% 
Custom Benchmark** 9.4% 4.2% 7.9% 4.9% 
Inflation 1.3% 1.0% 1.3% 1.8% 
Real Rate of Return  4.6% 1.8% 5.8% 2.9% 
 
* Includes interest and dividend income and capital appreciation 
** As of 11/1/2013 the custom benchmark was comprised of 15% Russell 1000 Value, 15% 
Russell 1000 Growth, 10% Russell 2000, 12% MSCI EAFE, 8% MSCI Emerging Markets, 24% 
Barclays Gov’t /Credit, 3% Merrill Lynch High Yield Global Constrained, 3% JP Morgan Non-
US Hedged, 5% Dow Jones UBS Commodity and 5% MSCI US REIT indices.  For prior periods, 
the benchmark was composed of indices that reflected the asset allocation policy in place for the 
period. 
 
Performance in 2016, while falling short of the custom benchmark, did exceed the current 
spending rate.  Poor performance relative to the custom benchmark in 2016 has pulled 
longer-term performance below the custom benchmark.  Longer-term results have typically 
been close to the custom benchmark in recent years.  (See Tables 2 and 3.)  Past performance 
is no guarantee of future results, as 2016 illustrated.  Peer group comparisons indicate that 
other portfolios typically relying on active management approaches have also fell short of 
benchmarks, with Total Return Fund performance comparing favorably to available 
performance information.  (See page 13.) 
                                                
4 Under the total return spending policy, spending is set by multiplying the spending rate by a 20-quarter 
average of net asset market value per unit, multiplied by the number of units on the determination date. 
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Table 2: Three-Year Average Annual Rate of Return, net of fees 
 12/31/11 12/31/12 12/31/13 12/31/14 12/31/15 
Total Return Fund 10.9% 8.1% 9.0% 10.8% 6.1% 
Custom Benchmark 10.5% 8.5% 8.8% 11.0% 5.8% 
Table 3: Five-Year Average Annual Rate of Return, net of fees 
 12/31/11 12/31/12 12/31/13 12/31/14 12/31/15 
Total Return Fund 2.4% 3.3% 12.1% 9.0% 5.9% 
Custom Benchmark 2.1% 3.3% 11.7% 9.1% 5.9% 
 
While inflation has been moderate, current real rates of return fall short of the current 
spending rate for the 3-year and 10-year periods.  Many participants have adopted total return 
spending policies that assume a real rate of return of 5.0%.  This objective has not been met 
for any of the ten-year periods ending after 2007.  This reflects the market downturn in 2008, 
as this objective was being achieved for the ten-year period ending December 31, 2007.  
However, the average annual real (net of inflation) rate of return over the past 20 years has 
been 4.2%. Participants may want to consider reducing spending rates.5 
 
The Total Return Fund is composed of seven individually managed portfolios and eight 
mutual funds or ETFs.  Each portfolio/mutual fund/ETF has a different fund manager, and 
each portfolio represents a different sub-asset class or investment style.  The Investment 
Committee generally favors active managers.  However, passive approaches have been 
adopted for real estate (REITs), mid-cap stocks, a portion of small cap stocks, and to take a 
position in U.S. Treasury Inflation Protected Securities (TIPS.)  Performance by asset class or 
sub-class is shown in Table 4. 
 
Table 4: Total Return Fund Annual Rate of Return by asset or sub-asset class, before fees 
F = favorable performance compared to benchmark U = unfavorable compared to benchmark 
 1-Year 3-Year 5-Year 9-Year 
U.S. Large Cap 3.71%U 6.04%U 12.13%U 5.85%U 
Benchmark (Russell 1000 Index) 12.05% 8.59% 14.69%   7.17% 
U.S. Mid Cap 15.10%F 10.44%F 17.73%F 9.84%F 
Benchmark (Russell Mid Cap Index) 13.78% 7.91% 14.70% 8.10% 
U. S. Small Cap 17.83%U 3.64%U 11.93%U 8.52%F 
Benchmark (Russell 2000) 21.29% 6.73% 14.45% 8.06% 
International Developed Markets 1.65%F -0.95%F 6.16%U -0.14%F 
Benchmark (MSCI EAFE Net USD) 0.99% -1.62% 6.52% -0.36% 
International Emerging Markets 13.88%F -4.50U 1.11%U 0.74%F 
Benchmark (MSCI Emerging Markets) 11.59% -2.20% 1.63% -1.96% 
Core Fixed Income  4.07%F 3.55%F 2.65%F 4.30%F 
Benchmark (Barclays Govt/Credit)) 3.03% 3.03% 2.27% 4.08% 
Foreign Bond 3.94U% 3.50U% 3.65%U  
Benchmark (JP Morgan Global ex US) 4.18% 5.16% 4.36%  
Global High Yield Bond 9.42U% 0.42U% 4.96U%  
Benchmark (BAML Global High Yield) 14.75% 3.18% 7.18%  
Absolute Return 2.52U%    
Benchmark (CPI + 4.5%) 5.8%    
Real Estate (REITs) 7.72U% 12.94U% 11.40U%  
Benchmark (MSCI US REIT Index) 8.59% 13.21% 11.85%  
Commodities 12.41F% -11.16F% -8.43F%  
Benchmark (Dow Jones UBS Commodity) 11.75% -11.27% -8.97%  

                                                
5 The Connecticut Conference reduced the annual spending rate from 5.0% to 4.5% in 2013. 
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Poor performance relative to benchmarks for U.S. Large Cap Stock and U.S. Small Cap 
stocks is the primary reason why the portfolio did poorly in comparison to the custom 
benchmark in 2016. 
 
There are three U.S. Large Cap managers.  The value manager, who has been included in the 
portfolio since 1975, trailed the value benchmark for the year.  This manager as a long track 
record of underperforming the market when markets go up, but outperforming the market 
when markets go down. Longer-term results are satisfactory.  The two growth managers both 
produced negative results for the year.  Managers with different strategies were selected with 
the expectation that combined performance would be acceptable, even if one of the managers 
stumbled for a period of time.  This expectation was not realized last year.  The Committee is 
closely monitoring these managers. 
 
The Small Cap Equity Fund through 2013 outperformed its benchmark by a substantial 
margin over all time periods.  However, performance for 2014 was disappointing.  The 
Committee met with the manager in January of 2015 to review the reasons for 
underperformance.  As with the Large Cap Value manager, this had been a long-term 
relationship that has provided superior returns and the Committee was confident that 
performance would rebound.  This did not prove to be the case and the manager was replaced 
in January of 2016 following a management team transition.  The portfolio currently includes 
three small cap managers: an ETF, an actively managed value strategy and an actively 
managed growth strategy.  The ETF and value manager have performed as expected.  The 
growth manager has underperformed and is being monitored. 
 
Other current managers are meeting expectations.  The International Emerging Markets 
Manager was replaced in January of 2016. 
 
Diversification to real assets and other alternatives enhanced performance in 2016, which has 
not always been the case in recent years.  Over the long-term, the diversification strategy 
implemented since 2010 should result in superior performance.  In 2011, 2013, 2014, and 
2015, a simple portfolio of 60% S&P 500 stocks and 40% high quality fixed income 
securities would have outperformed the Total Return Fund. Past results over longer time 
periods indicate that the custom benchmark reflecting the diversified asset allocation 
approach should outperform the “standard” 60% S&P 500 and 40% Barclays Govt/Credit 
benchmark over the long-term.  This will not always be the case in the short-term.  It has 
been well established that returns vary considerably across asset classes on an annual basis.  
(See, for example, a “periodic table of investment returns,” an example of which can be 
found at www.callan.com/wp-content/uploads/2017/01/Callan-
PeriodicTbl_KeyInd_2017.pdf)  Furthermore, most experienced investors have concluded 
that it is impossible to predict which classes are going to have the best short-term 
performance.  The prudent response is to maintain a broadly diversified portfolio.  
 
The Investment Committee believes that the diversification strategy is sound and that it has 
been implemented in a prudent fashion.  The Investment Committee believes it is reasonable 
to anticipate that, over the long-term, performance will be enhanced and volatility will be 
reduced by the adoption of this strategy. Of course, the probable success of this strategy is 
based on past performance, and past performance is no guarantee of future result. 
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Performance – Eden Fund 
 
Table 5: Annual Rate of Return*, net of fees 
 1-Year 3-Year 5-Year 10-Year 
Eden Fund  8.8%    
Custom Benchmark** 9.4%    
Inflation 1.3%    
Real Rate of Return  7.5%    
 
* Includes interest and dividend income and capital appreciation 
** As of 11/1/2013 the custom benchmark was comprised of 15% Russell 1000 Value, 15% 
Russell 1000 Growth, 10% Russell 2000, 12% MSCI EAFE, 8% MSCI Emerging Markets, 24% 
Barclays Gov’t /Credit, 3% Merrill Lynch High Yield Global Constrained, 3% JP Morgan Non-
US Hedged, 5% Dow Jones UBS Commodity and 5% MSCI US REIT indices.  For prior periods, 
the benchmark was composed of indices that reflected the asset allocation policy in place for the 
period. 
 
The Eden Fund mirrors the Total Return Fund except that the Eden Fund uses a U.S. Trust 
carbon reserve free fund for domestic equities, so this one manager replaces the seven 
domestic equity managers (three large cap, one mid cap, and three small cap) utilized by the 
Total Return Fund.  The reliance on a single manager with a shorter track record increases 
risk.  The Eden Fund also does not have a position in the absolute return fund utilized by the 
Total Return Fund. 
 
Sometimes risk taking is rewarded.  Domestic equity performance for the Eden Fund was 
much stronger than for the Total Return Fund for 2016. 
 
Table 6: Eden Fund Annual Rate of Return by selected asset or sub-asset classes, before fees 
F = favorable performance compared to benchmark U = unfavorable compared to benchmark 
 1-Year 3-Year 5-Year 9-Year 
U.S. Large Cap 12.99%F    
Benchmark (Russell 1000 Index) 12.05%    
U.S. Mid Cap 28.30%F    
Benchmark (Russell Mid Cap Index) 13.78%    
U. S. Small Cap -2.85%U    
Benchmark (Russell 2000) 21.29%    
 
While Small Cap performance was poor, less than 1% of the manager’s holdings were in 
small cap stocks. 
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Asset Allocation – December 31, 2016 
 
Table 7: Total Return Fund Asset Allocation by Manager and Asset Class, Compared to Policy Targets 

Manager/Asset Class 
SMA = Separately Managed Account 
ETF = Exchange Traded Fund Current $ Current % 

Asset 
Allocation 
Target % 

Columbia Large Cap Value SMA $16,006,777 16.7% 15.0% 
Columbia Select Large Cap Growth SMA6 $7,145,339 7.4% 15.0% 

combined Montag & Caldwell Large Cap Growth SMA $7,476,348 7.8% 
Vanguard Mid-Cap ETF $3,913,360 4.1% 5.0% 
Vanguard Small Cap ETF $2,511,754 2.6% 

5.0% 
combined 

Apex Small Cap Growth SMA $2,471.082 2.6% 
Hillcrest Small Cap Value SMA $2,594,006 2.7% 
MFS International Equity SMA $9,540,765 9.9% 12.0% 
Lazard Emerging Markets Fund $6,380,716 6.6% 8.0% 
Total Equity $58,040,207 60.4% 60.0% 
US Trust Fixed Income SMA $14,956,602 15.6% 24.0% 

combined SPDR Barclays TIPS ETF $6,045,218 6.3% 
Aberdeen Global High Yield Fund $2,816,257 2.9% 3.0% 
PIMCO Foreign Bond Fund Hedged $2,839,626 3.0% 3.0% 
Total Fixed Income $26,657,703 27.8% 30.0% 
Credit Suisse Commodity Return Fund $4,239,191 4.4% 5.0% 
Vanguard REIT ETF $4,373,451 4.6% 5.0% 
Goldman Sachs Strategic Income Hedge Fund $1,219,823 1.3% 0.0%* 
Total Real Assets/Alternatives $9,832,465 10.2% 10.0% 
Cash $1,502,451 1.6% 0.0% 
    
Total Market Value $96,032,766 100.0% 100.0% 
*The permitted range is 0% to 10% 
 
Table 8: Eden Fund Asset Allocation by Manager and Asset Class, Compared to Policy Targets 

Manager/Asset Class 
SMA = Separately Managed Account 
ETF = Exchange Traded Fund Current $ Current % 

Asset 
Allocation 
Target % 

U.S. Trust S2IC SMA $7,230,463 44.3% 40.0% 
MFS International Equity SMA $1,633,325 10.0% 12.0% 
Lazard Emerging Markets Fund $1,064,985 6.5% 8.0% 
Total Equity $9,928,773 60.8% 60.0% 
US Trust Fixed Income SMA $2,430,592 14.9% 24.0% 

combined SPDR Barclays TIPS ETF $1,056,900 6.5% 
Aberdeen Global High Yield Fund $483,767 3.0% 3.0% 
PIMCO Foreign Bond Fund Hedged $495,441 3.0% 3.0% 
Total Fixed Income $26,657,703 27.4% 30.0% 
Credit Suisse Commodity Return Fund $712,674 4.4% 5.0% 
Vanguard REIT ETF $932,416 5.7% 5.0% 
Total Real Assets/Alternatives $1,645,090 10.1% 10.0% 
Cash $263,139 1.6% 0.0% 
    
Total Market Value $16,303,703 100.0% 100.0% 
 

                                                
6 During the fourth quarter of 2012, assets allocated to domestic large cap growth stocks were divided 
between this fund and Montag & Coldwell 
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While the objective is to be fully invested at all times, as a practical matter there will always 
be some cash needed for distributions to participants and to provide liquidity for trading 
purposes.  The Investment Committee believes that a 2% aggregate cash position across all 
separately managed accounts should be sufficient for these purposes.  Cash levels fluctuate 
somewhat due to variations in income, expense, additions, and withdrawals. 
 
The December 31, 2015 asset allocation reflected a significant tactical against fixed income 
securities and in favor of equities. The December 31, 2016 asset allocation reflected a more 
neutral stance.  The tactical shift took place in July due to concerns about unsettled markets 
and the potential for significant economic and political events around the world with 
unpredictable impacts on markets.  Neutrality is the prudent response to uncertainty.  Within 
equities there was a tactical bias towards domestic equities and away from international and 
emerging markets.  The Eden Fund does not have a position in the Goldman Sachs Strategic 
Income Hedge Fund due to assets being insufficient to meet the minimum account balance. 
 
Annual Overview  
 
Ongoing Objectives 
 
The Investment Committee has worked throughout the year with U.S. Trust to: 
 

1. Review and monitor the portfolio on an ongoing basis. 
2. Further diversify the portfolio to enhance performance and reduce expected volatility 

over the long-term. 
3. Keep expenses moderate relative to these enhancements in an effort to maximize 

expected net-of-fee portfolio returns. 
4. Maximize the amount of the portfolio that adheres to the social screens with minimal 

“costs.” 
5. Encourage the efficient use of capital by targeting an aggregate cash level below 2%. 

 
U.S. Trust and the Investment Committee collaborate to achieve these objectives and share 
responsibility for results, with the Investment Committee ultimately accountable to the Board 
of Directors. 
 
History 
 
There were important changes to the Investment Policy in 2010, followed by significant 
changes in asset allocation.  The changes were triggered by a review of Connecticut 
Conference endowment funds by the Conference’s Board of Directors in 20097.  Faced with 
reductions in the purchasing power of endowment funds since the adoption of a total return 
spending policy, the Board empowered the Investment Committee to consider additional 
diversification as a way to improve returns without increasing the overall risk of the 
portfolio.  In order to facilitate this, the Board amended the SRI guidelines to permit the use 
of investment options that did not adhere to the guidelines when such an option represented 
the best or only alternative for investing in a particular asset class.  (The specific language of 
the amendment was taken from the investment policy of United Church Funds, the 
investment arm of the national United Church of Christ.) 
                                                
7 The Annual Reports for previous years are available upon request. 
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The Investment Policy was revised to include several new asset or sub-asset classes and to 
adjust the targeted allocation and ranges.  The Investment Policy was revised again in 2013 to 
raise strategic targets for Real Assets and reduce the strategic target for fixed income, to add 
international bonds as a sub-asset class, and to adjust permitted ranges to reflect these 
changes.  The Investment Policy was re-written in 2014 and updated in 2015 and 2016.  The 
policy is available at www.ctucc.org/ctf.  The 2014 change to the asset allocation guidelines 
was to add Absolute Return strategies as an additional alternatives sub-asset class, with a 
permitted range of 0% - 10%.  In 2015, Small and Mid-Cap stocks were divided into 
separated sub-asset classes, with a strategic targets of 5% and permitted ranges of 5% - 15% 
for each sub-asset class.  The 2016 changes reflect the introduction of the Eden Fund and a 
legal review of the policy.  There were no policy changes, per se. 
 

Table 9:  Asset Allocation Targets and Permitted Ranges 
Asset or Sub-Asset Class Strategic Allocation Target 

and Benchmark Weight 
Permitted Range  

 
Total Equities 60% 50% - 70% 
Large Cap Growth 15% 10% - 20% 
Large Cap Value 15% 10% - 20% 
Medium Cap**** 5% 5% - 15% 
Small Cap 5% 5% - 15% 
Int’l – Developed Markets 12% 7% - 17% 
Int’l – Emerging Markets* 8% 3% - 13% 
Total Fixed Income 30% 20% - 40% 
Core 24% 14% - 34% 
High Yield* 3% 0% - 6% 
International** 3% 0% - 6% 
Total Real Assets* 10% 0% - 20% 
Real Estate* 5% 0% - 10% 
Commodities* 5% 0% - 10% 
Absolute Return*** 0% 0% - 10% 
 *New asset or sub-asset class in 2010 
**New asset or sub-asset class in 2013 
***New asset or sub-asset class in 2014 
****New asset or sub-asset class in 2015 
 
Diversification efforts have been aided by U.S. Trust’s “open architecture” approach to 
portfolio management.  This provides access to hundreds of investment managers and funds. 
 
Following these changes, a number of steps were taken to increase diversification.  Managers 
were added for the following asset or sub-asset classes: 
 

• Commodities (initial position March 2010); 
• Emerging Markets (initial position May 2010); 
• High Yield Bonds (initial position November 2010); 
• Real Estate (initial position March 2011); 
• Foreign Bond (initial position in April of 2013); 
• Mid-Cap Stocks (initial position in August of 2014); and 
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• Absolute Return Funds (initial position in November of 2014). 
 

2016 Committee Activity 
 
The Investment Committee met four times during the year.  Each meeting was attended by at 
least five committee members and by US Trust’s Strategic Portfolio Manager and 
Relationship Manager.  Performance was reviewed at each meeting.  The Committee met 
with five of the sub-asset class managers over the course of the year.  US Trust rebalancing 
recommendations were considered and acted upon at each meeting.  As described in the 
Asset Allocation portion of this report, there was a significant tactical shift towards neutral 
policy targets in July. 
 
Manager Issues and Concerns 
 
The Investment Committee relies upon U.S. Trust for due diligence in the selection and 
monitoring of managers and for bringing concerns to the attention of the Committee. In 
January of 2016, U.S. Trust reported that the entire management team of the Columbia Small 
Cap fund was being replaced.  Assets were promptly moved to other small cap managers.  
 
After a period of underperformance, the Lazard Emerging Markets Fund was replaced by the 
Neuberger Berman Emerging Market Fund in January. 
 
An arrangement between Bank of America and Columbia Threadneedle that provided 
discounted fees for Columbia Threadneedle products expired in April.  While the 
performance of the Columbia Threadneedle fixed income fund was satisfactory, the 
Committee assessed that comparable performance could be obtained at lower cost with a U.S. 
Trust fixed income fund. 
 
Committee Leadership 
 
The Committee regretfully accepted Pat Pierce’s resignation from the Committee as Pat is 
relocating.  Tim Bertaccini, who has served on the Committee since 2007, was elected Chair 
and Eric Anderson, who has served on the Committee since 2003, was elected Vice Chair.  
Each will serve a four year term. 
 
Committee Preferences 
 
Participants should be aware of a number of preferences consistently articulated by the 
Committee over the year and in previous years: 
 

• More focus on asset allocation and less focus on managers, unless there is a specific 
concern about a manager to be evaluated.  This could be performance, it could be a 
change of ownership, it could be another “due diligence” concern. 

• A preference for active managers.  Active managers are expected to exceed 
benchmarks, net of fees, over full market cycles. 

• A preference for active management of asset allocation.  The Committee does not 
follow a formula for re-balancing and has not delegated re-balancing responsibility.  
On a quarterly basis the Committee reviews the actual asset allocation and makes 
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changes based on an assessment of current market opportunities.  Therefore the 
Committee may favor some asset classes over others or some investment style over 
others.  US Trust makes quarterly recommendations, but only changes approved by 
the Committee are implemented. 

• A preference for diversification, up to a point.  The Committee typically does not 
diversify by manager within an asset class or sub-asset class.  Exceptions are that 
there two large cap growth managers and three small cap managers. 

• A cautious approach to alternatives, including a preference for liquidity. The 
Investment Policy does not permit private equity holdings.  

 
Fees 
 
Overall performance (Tables 1, 2, 3 and 5) is reported net of fees.  Individual fund 
performance for separately managed accounts (Tables 4 and 6) is reported before fees.  Total 
Return Fund fees for 2016 were $480,397 or 59 basis points (0.59% of average monthly 
assets.)   Eden Fund fees for 2016 were $57,498 or 48 basis points (0.48% of average 
monthly assets.) These fees include investment management and administration fees charged 
by U.S. Trust, administration expenses charged by the Conference, audit fees, and fees for a 
proxy voting service. 
 
In addition to these fees, there are management fees charged by the mutual funds and ETFs 
selected for diversification.  Performance for these funds (Table 4) is reported net of fees.  As 
with all mutual funds and ETFs, fees are deducted from invested assets by the fund manager.  
The exact dollar amount of the fees is difficult to calculate due to the varying amount of 
assets invested.  The expense ratios for the mutual funds and ETFs are: 
 

Ø Neuberger Berman Emerging Markets Fund – 1.25% 
Ø Aberdeen Global High Income Fund – 0.75% 
Ø PIMCO Foreign Bond (USD-Hedged) I – 0.50% 
Ø Vanguard REIT Fund – 0.12% 
Ø Credit Suisse Commodity Return Strategy – 0.80%  
Ø Vanguard Mid-Cap ETF – 0.08% 
Ø Goldman Sachs Strategic Income Fund – 0.57% 
Ø Vanguard Mid Cap ETF – 0.08% 
Ø SPDR Barclays Capital TIPS ETF – 0.15% 

 
If mutual fund and ETF results were reported gross of fees, total fees for all of these funds 
would be approximately 0.18% of Total Return Fund portfolio assets, indicating a modest 
cost for the diversification benefits. 
 
Risk Analytics – Total Return Fund 
 
U.S. TRUST provides risk statistics for the portfolio.  At December 31, 2016, on a trailing 
60-month basis, the portfolio standard deviation was 8.22 compared to 7.50 for the custom 
benchmark, portfolio beta was 1.08 and portfolio alpha was -0.81%. Standard deviation 
declined in 2016, continuing a trend. 
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“Standard deviation” indicates the degree to which a portfolio’s returns have fluctuated over 
a time period.  It permits comparisons to benchmarks, other portfolios, and to the portfolio 
itself over time.  A steady decline in standard deviation from 14.61 as of December 31, 2010 
indicates that the diversification strategy is significantly reducing volatility.  The difference 
between the portfolio and the benchmark reflects that the portfolio was not as diversified as 
the benchmark over the full five-year period evaluated.  Reduced volatility has real benefits 
for participants.  If you compare two portfolios with the same long-term average annual rate 
of returns, a portfolio with lower volatility will have a higher ending balance.  This is 
particularly true for funds that schedule distributions with a total return spending policy. 
 
“Beta” measures the sensitivity of rates of return for a fund to general market movements 
and, therefore, the relative riskiness of a portfolio compared to the market.  A portfolio with a 
beta of 1.5 would increase or decrease by 1.5% for each 1.0% of market change.  Beta of 
1.08 indicates that Total Return Fund is fractionally riskier than the markets invested in.  
 
“Alpha” represents rates of return on a risk-adjusted basis, and is generally interpreted to 
represent the value added or subtracted due to active management - security selection and 
asset allocation choices.  An index fund would have an alpha, before fees, of 0%.  For any 
given level of performance, lower beta means higher alpha and vice versa.  Alpha of -0.81% 
indicates that active management detracted 0.81% per year from returns, before fees.  The 
objective for future performance is to have alpha exceed fees.  
 
Asset Allocation 
 
Table 10: Total Return Fund Asset Allocation by Asset and Sub-Asset Class, periods ending 
December 31 
Asset or Sub-Asset Class 2016 2015 Change 
Total Equities 60.4% 67.0% (6.6%) 
Large Cap Growth 16.7% 18.5% (1.8%) 
Large Cap Value 15.2% 18.3% (3.1%) 
Mid Cap 4.1% 1.2% 2.9% 
Small Cap 7.9% 9.4% (1.5%) 
Int’l – Developed Markets 9.9% 13.9% (4.0%) 
Int’l – Emerging Markets 6.6% 5.8% 0.8% 
Total Fixed Income 27.8% 20.5% 7.3% 
Core 21.9% 16.7% 5.2% 
High Yield 2.9% 2.9% - 
International 3.0% 0.9% 2.1% 
Total Real Assets 10.2% 11.4% (1.2%) 
Real Estate 4.6% 6.4% (1.8%) 
Commodities 4.4% 3.8% 0.6% 
Absolute Return 1.3% 1.2% 0.1% 
Cash 1.6% 1.0% 0.6% 
 
Asset allocation is a key determinant of performance. There was a significant shift away from 
equities and towards fixed income over the course of the year, as discussed above. 
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The chart below shows asset allocation by year-end since the Investment Policy was revised.  
Over this time period: 
 

• Domestic equities declined. 
• International and emerging market equities increased. 
• Real assets increased from 0% to about 10%. 
• Fixed income securities declined. 
• Diversification within asset classes was increased. 

 
Chart 1:  Total Return Fund Asset allocation, year-end, 2009 - 2016 

 
 
Note: This chart looks best in color and can be seen in color by viewing this report online. 
The raw data is given below. Numbers are percentages. 
 

	
2009	 2010	 2011	 2012	 2013	 2014	 2015	 2016	

Large	Cap	Value	Equity	 24.5	 17.6	 17.3	 16.8	 18.3	 18.7	 18.5	 17.0	
Large	Cap	Growth	Equity	 25.3	 23.8	 18.3	 16.2	 21.3	 18.9	 18.7	 15.4	
Mid	Cap	Equity	

	 	 	 	 	
1.3	 1.2	 4.2	

Small	Cap	Equity	 10.5	 11.6	 11.2	 10.7	 11.4	 10.0	 9.5	 8.0	
International	Equity	 8.5	 9.0	 9.1	 11.1	 12.7	 13.2	 14.0	 10.1	
Emerging	Markets	Equity	 0.0	 3.6	 8.0	 9.4	 7.6	 7.1	 5.9	 6.7	
Real	Estate	 0.0	 0.0	 1.7	 4.1	 6.1	 6.7	 6.5	 4.7	
Commodities	 0.0	 3.4	 4.6	 4.0	 4.3	 3.5	 3.8	 4.5	
Absolute	Return	

	 	 	 	 	
1.2	 1.2	 1.3	

International	Fixed	Income	 0.0	 0.0	 0.0	 0.0	 0.9	 0.9	 0.9	 3.0	
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High	Yield	Fixed	Income	 0.0	 2.0	 2.9	 4.0	 2.9	 2.6	 2.9	 2.9	
High	Quality	Fixed	Income	 31.3	 29.0	 27.0	 23.9	 14.5	 15.8	 16.9	 22.2	

 
Participant Activity 
 
New and existing participants added $35 million to their CTF accounts in 2016, with the New 
Hampshire Conference Consolidated Investment Fund accounting for $29 million of this.  
Other additions of $6 million were above average for recent years.  Participants withdrew 
$6.8 million in 2016, which is above average for recent years, but the increase was a 
consequence of the integration of the New Hampshire assets.  Most withdrawals reflect the 
adoption of total return spending policies or the need to raise cash, and not a decision by 
participants to withdraw funds for reinvestment elsewhere.  
 
Peer Comparisons 
 
While the custom benchmark is the primary comparison reference for the Investment 
Committee, peer comparisons provide additional perspective. 
 
Callan Associates provides performance data for a client and surveyed non-client universe.  
The following table compares the median performance, before fees, for Endowments and 
Foundations with less than $100 million of assets to CTF: 
 
Table 11: Median Annual Rates of Return, before fees, 9/30/16  
 1-Year 3-Year 5-Year 10-Year 
Consolidated Trust Fund  10.90% 5.42% 9.07% 5.72% 
CAI Endowment/Foundation (<$100 MM) 9.09% 4.77% 8.76% 5.30% 
Margin of outperformance (underperformance) 1.81% 0.65% 0.31% 0.42% 
 
The NCUBO-Commonfund survey of educational institution endowments provides another 
point of comparison: 
 
Table 12: Average Annual Rates of Return, net of fees, 6/30/16  
 1-Year 3-Year 5-Year 10-Year 
Consolidated Trust Fund  -0.5% 5.6% 5.3% 5.7% 
NCUBO-Commonfund Survey -1.9% 5.2% 5.4% 5.0% 
Margin of outperformance (underperformance) 1.4% 0.5% -0.1% 0.7% 
 
Proxy Voting Service 
 
Late in 2008, the Connecticut Conference Board of Directors authorized the use of a proxy 
voting service to enable a stronger commitment to Socially Responsible Investing.  
Concurrently the Board adopted the voting guidelines used by the United Church of Christ’s 
United Church Foundation and the Pension Boards – United Church of Christ.  The fee for 
this service is an expense of the Consolidated Trust Fund, but is less than 2 basis points 
(0.02%) and is included in the fees reported above. 
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Conflict of Interest 
 
The Connecticut Conference has a conflict of interest policy in place and Investment 
Committee members are required to complete disclosure forms on an annual basis.  No 
conflicts were reported. 
 
Financial Statements 
 
The Independent Accountants’ Compilation Report is prepared on a annual basis.  Whittlesey 
& Hadley, P.C. currently serve as the independent accountants.  Statements can be reviewed 
at www.ctucc.org/ctf 
 
Investment Committee Members 
 
Investment Committee members are volunteers appointed to the Committee by the 
Connecticut Conference Board of Directors. 
 
Patricia J. Pierce, CFA, Chair.  Pat joined the committee in 2003.  She is a member of United 
Congregational Church of Tolland.  Pat completed an investment career of 32 years in 
September of 2001. Her experience ranged from equity research to discretionary portfolio 
management and covered positions at a bank, a brokerage firm, and private management 
companies.  Pat is a graduate of Northwestern University.   Pat retired from the Committee 
following the October meeting. 
                                       
Eric B. Anderson, CFA.  Eric joined the committee in 2003. He is a member of Church of 
Christ Congregational in Norfolk, where he has served as chair of the Trustees and 
Investment Committees. Eric is a senior portfolio manager and head of equity research at 
Hartford Financial Management, Inc.  He is a past president of the Hartford Society of 
Financial Analysts, Inc. Eric is a graduate of Trinity College and a Chartered Financial 
Analyst (CFA) and has over thirty-five years of investment experience.  Eric was elected 
Vice Chair at the October meeting. 
 
Jim Barnes.  Jim joined the committee in 1994 and was the committee chair from 2002 to 
2009.  He is a member of First Church, Congregational in New Haven.  Jim was Senior Vice 
President, Wealth Management for Smith Barney, Inc. (now Morgan Stanley) where he 
headed a five member practice managing approximately $500 million of client assets before 
retiring in 2008.  He is a graduate of Colgate University and has an MBA from the College of 
William & Mary. 
 
Tim Bertaccini.  Tim joined the committee in 2007.  He is a member of United Church on the 
Green in New Haven.  Tim works for Yale University and is the Business Manager for the 
Department of Finance.  He serves as treasurer for his church, the New Haven Association, 
and the Yale Club of New Haven, where he is also a member of the investment committee.  
He is a graduate of Yale University.  Tim was elected Chair at the October meeting. 
 
Sandra A. Lee, CFA.  Sandy joined the committee in 2008.  She serves on the Investment 
Committee at Asylum Hill Congregational Church where she is an active member.  She is 
on the Board of Directors, the Executive Committee and the Investment Committee of 
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Cedar Hill Cemetery in Hartford.  Before retiring, Sandy headed her own investment 
management firm.  She is a past president of the Hartford CFA Society.  She has a BA in 
mathematics from the University of Texas, an MS in operations research and computer 
systems from the American University in Washington, D.C. and an MBA from the 
University of Connecticut. 
 
Nancy Grasing.  Nancy joined the committee in 2015. She is a member of North 
Congregational Church in Woodbury, where she is he chair of the Trust & Investment 
Committee and has served in many other positions.  Nancy was a Vice President with JP 
Morgan Chase before retiring after a 30-year career in banking.  She is a member of the 
Woodbury Board of Finance, serves on the Investment Committee of the Waterbury 
Symphony Orchestra, and is Treasurer of Friends in Service of Woodbury.  Nancy is a 
graduate of Bryant University and has an MBA from Sacred Heart University. 
 
James Q. Rice, CFA.  Jamie joined the committee in 2015.  He is the Chief Investment 
Officer at JQR Capital Management, LLC, and has over thirteen years of investment 
management experience.  He is a member of South Congregational Church in Granby and 
has chaired the investment committee.  Jamie is an active member of the CFA Society 
Hartford.  He has a BS from Webb Institute of Navel Architecture, an MS from MIT, and 
an MBA from Tuck School of Business at Dartmouth. 
 
The New Hampshire Conference of the United Church of Christ will be nominating a 
new Committee member to fill the seat being vacated by Pat Pierce. 
 
Staff support for the Investment Committee is provided by the Executive Associate 
Conference Minister: 
 
Charlie Kuchenbrod.  Charlie was called to the Conference staff in 2002.  He is a member 
of South Congregational Church in Granby.  Prior to serving the Conference, he held a 
number of executive positions in health care.  He served as a trustee of two corporate 
pension plans.  Charlie is a graduate of the University of Pennsylvania and has an MBA 
from The Wharton School. 
 
The primary representatives of U.S. TRUST providing professional and technical support 
to the Committee are Joe McCourt and Pat Staffaroni.  Joe McCourt was replaced at the 
end of the year by Mark Hathaway. 
 
Joseph McCourt, CFA. Joe has been a part of US Trust and legacy organizations since 
1978, with time away from 1998 through 2008 to work for Fidelity Investments and a 
New England regional bank.  He is a member of the Second Congregational Church in 
Boxford, Massachusetts and has served 2, 5-year terms as a director of the American 
Congregational Society, which runs the Congregational Library in Boston.  He served as 
its Treasurer during part of that time.  Joe is a graduate of Tufts University and has an 
MBA from Boston University. 
 
 



 
 

 16 

Mark Hathaway, CFA. Prior to joining Bank of America, Mark was a member of the 
Multi Asset US portfolio management team with Allianz Global Investors. Preceding 
Allianz, Mark was a director and client-relationship manager at Commonfund, where he 
was responsible for endowment and foundation relationships. Prior to Commonfund, he 
was at Neuberger Berman, in institutional client servicing and as a senior performance 
analyst. Mark received his B.A. from Syracuse University. 
 
Patrick J. Staffaroni is a Vice President and Senior Philanthropic Relationship Manager 
for U.S. Trust Philanthropic Solutions.  Pat is the primary contact and relationship 
manager for over 60 not-for-profit and charitable investment relationships with market 
value exceeding $1billion.  He has been with U.S. Trust and its predecessors since 1981, 
and received his Bachelor of Science degree in Business Finance from Bryant University.   
 
 


