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COMMITTEE OF THE CAPITAL FUND 
OEA/Ser.W/IV


FOR OAS SCHOLARSHIPS AND
CEPCIDI/COFOBEC/doc. 9/10

TRAINING PROGRAMS
10 December 2010


Original: English
PROPOSAL FOR INVESTMENT POLICY FRAMEWORK FOR THE CAPITAL FUND FOR THE OAS SCHOLARSHIP AND TRAINING PROGRAMS
(Prepared by the Department of Financial Services based on the framework provided by 
Bank of America/Merrill Lynch)
Investment Objective

A. The primary long-term management objective is to provide a level of support and to preserve the real (i.e., inflation adjusted) purchasing power of the Scholarship Fund.  This objective should be achieved over rolling three-year periods.

B. The primary investment objective of the Reserve Fund is to earn an average annual total return of at least 3% above inflation, net of management fees, over a rolling three-year period. Inflation will be defined as the Consumer Price Index (CPI). 

C. Over the next five to ten years, the investment objective is to augment the purchasing power of the Scholarship Fund through: (1) the addition of operating surpluses and campaign gifts to the Fund, and (2) the continued reinvestment of realized capital gains and earned income to the extent the earned income is not required for operating purposes.

Security Selection/Asset Allocation
· Except as noted below, each investment manager shall have the discretion to determine their portfolio’s individual security selections;

· The Fund is expected to operate within an overall asset allocation strategy defining the Fund’s mix of asset classes. This strategy, described below, sets a long-term percentage target for the amount of the  Fund’s market value that is to be invested in any one-asset class. The allocation strategy also defines the allowable investment shifts between the asset classes, above and below the target allocations. 

Equities:
· To provide for diversification in each investment manager’s portfolio, investments in any one individual equity security should not exceed approximately 10% of the market value of the equity portion of the investment manager’s portfolio.

· The investment in any one industry should not exceed 20% of the market value of the equity portion of the investment manager’s portfolio.

· Holdings of any single issue in each investment manager’s portfolio should not exceed more than 5% of the total outstanding market capitalization of any one company.

Fixed Income:

· Fixed income securities should be rated “BBB” (or equivalent) or higher by a nationally recognized securities rating agency at the time of purchase.  The dollar weighted average quality of the fixed income portfolio should be at least “A” (or equivalent).

· There is no constraint on the maturity or durations of any single fixed income security or the portfolio as a whole.

· Fixed income securities of a single issuer or issue, with the exception of the U.S. Government and Agency securities, are limited to no more than 10% of the market value of the fixed income portion of the investment manager’s portfolio.

· No more than 20% of the market value of the fixed income portion of the investment manager’s portfolio may be invested in a single sector of the corporate fixed income market, (e.g. Industrials, Financials, and Utilities).

	Asset Class
	Minimum
	Target

Avg
	Maximum

	Domestic Large Capitalization Stocks

Large Growth

Large Value
	30

15

15
	40

15

25
	50

20

30

	Small/Medium Capitalization Stocks
	5
	9.2
	10

	International Equity
	0
	5
	10

	Total Equity
	40
	54.2
	70

	Domestic Investment Grade Fixed Income
	35
	45.0
	55

	US Government Securities
	0.1
	0.8
	5.0

	Cash and Cash Equivalents
	
	
	

	Total Fixed Income
	35.1
	45.8
	60


· The asset allocation strategy for each investment manager's portfolio can deviate from the overall Fund’s asset allocation, however, the Finance Committee is responsible for monitoring the aggregate asset allocation, and may re-balance to the target allocation on a periodic basis.

Permitted Asset Classes

1. Cash and cash equivalents

2. Fixed Income–Domestic Bonds

3. Fixed Income–Non-U.S. Bonds

4. Equities–U.S.

5. Equities–Non-U.S.

6. Equities–Emerging Markets

7. Equities–REITs

8. Equipment Leasing

9. Mortgages
Permitted Security Types

1. Mutual Funds–Stocks, Bonds, Money Market Funds

2. Individual Stocks, as long as they are traded on the New York, American or NASDAQ Stock Exchanges

3. Individual Bonds, as long as they are rated A or better and traded on a major U.S. exchange

4. Closed-end funds/Exchange Traded Funds

5. Unit Investment Trusts


Performance Standards:

	Investment Objective/

Investment Style


	Policy Index Standard

	Large Capitalization Growth
	Russell 1000 Growth  

	Large Capitalization Value
	Russell 1000 Value  

	Mid Capitalization 
	Russell 2500 

	Small Capitalization 
	Russell 2000 

	International
	MSCI EAFE

	Corporate Investment Grade Bonds
	Merrill Lynch U.S. Broad Market

	US Government Securities
	Merrill Lynch Domestic Broad Index
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