The Fund

I.

Overview

The Fund is a student run market portfolio financed
by Drew alumni that attempts to bridge the gap
between Madison Avenue and Wall Street. The Fund
shall be managed in perpetuity, reinvesting realized
gains without required distributions or spending
mandates. The account will be held in a joint
agreement between the Chief Investment Officer and
the faculty advisor. Portfolio performance reports
are required each semester to a panel of alumni,
aside from formal organization reporting.
II. Objective

The Fund will strive to consistently outperform the
annualized total return of a blended benchmark, as
described in section V, through a semi-concentrated
portfolio of individual domestic equity securities
and a small fixed income allocation. The Fund will
attempt to achieve that objective while preserving
the real principle value of donated assets by using
conservative risk parameters, as described in section
V.
In addition to its investment goals, The Fund shall
deliver a platform for students to apply theory and
concepts to tangible practices through equity

Investment Policy Statement

research, macro research, portfolio management,
financial accounting, and formal pitch preparations.
III. Roles and Responsibilities
Investment Committee

The 10-person committee is chaired by the Chief
Investment Officer and is responsible for all
investment and policy decisions made on behalf of
The Fund. All investment decisions will be made
through the formal voting procedures outlined in
the by-laws. It is the responsibility of the investment
committee to revisit the Investment Policy Statement
each semester and renew the charter.
Investment Strategy Team

The 6-person team is chaired by the Chief Investment
Officer and is responsible for maintaining portfolio
data on behalf of The Fund. The main focus of the
investment strategy team will be in managing the risk
of the portfolio. All risk metrics established for
The Fund will be decided upon by the investment
strategy team and may be changed with approval by a
majority of the team unless the CIO deems the
change potentially harmful to the financial
soundness of the portfolio over the next threemonth period. It is the obligation of the investment
strategy team to compile all weekly and semester

updates for the portfolio. This includes, but is not

provides a sustainable growth while protecting the

limited to, the weekly newsletter and organizational

principle value of the assets donated. Therefore, we

reporting to be completed at the end of each

have a strong emphasis on risk metrics to ensure the

semester. The CIO is to monitor the performance of

volatility of the portfolio remains within a strict

the portfolio including volatility, income, capital

band. Risk will be assessed in a number of ways and

appreciation, and historical statistics.

will be monitored on a weekly basis. The risk metrics
will be compared to industry averages and

IV. Investment Philosophy
“Research, Debate, Decide, Evaluate”

benchmarks that the investment strategy team deem
appropriate.

Conduct in-depth company and market research,
debate the pros and cons, take a position, and track

The investment strategy team tracks the individual

performance.

security beta based on historical returns from
January 1, 2007. This range of data is appropriate in

The Fund will employ a total return strategy that

order to incorporate the financial crisis and

puts the focus on the combination of capital

capture the volatility experienced by the securities

appreciation as well as income in returning value to

during that period. The fund has a mandate that

the portfolio. Our investment process seeks to take

prohibits the use of securities with a historical beta

advantage of top down economic and sector

over 2.00. It is our view that although it would

opportunities with corresponding bottom up

capture greater upside, it would make the portfolio

security selection. The analyst teams subscribe to a

more vulnerable to downside risk.

fundamental approach in valuing single companies,
including, but not limited to, discounted cash flow

The investment strategy team also tracks a

valuations, profitability ratios, and financial

proprietary portfolio beta, which is based on the

statement analysis.

historical returns the portfolio would have had
since January 1, 2007 and the lifetime of the

V. Investment Guidelines

portfolio. This process is appropriate to understand

Risk

the historical volatility of the combined securities

The Fund has a dual investment objective that seeks

as well as the current volatility being experienced in

to find a balance between risk and return that

the present environment.

process is to limit emotion in the investment decisionThe investment strategy team tracks the standard

making process and simplify the process of when to

deviation as a generic and preliminary calculation of

take profit off the table.

volatility. It holds less weight in assessing portfolio
and security risk but is nonetheless an important

Time Horizon

metric to track.

Due to limited capital distributions and lack of need
for liquidity, it is of the opinion of the investment

The investment strategy team tracks the Sharpe

committee that investments should have a minimum

ratio based on the historical returns the portfolio

investment horizon of 6 months. Although each

would have had since January 1, 2007 and based on

position will be monitored and evaluated

the future expected returns of the portfolio to

constantly, the ideal turnover would be between

determine if its returns are due to intelligent

two and four years.

investment decisions, as outlined by the guidelines in
section IV, or due to taking excessive risks.

Liquidity

Our small allocation of cash will be sufficient in
The investment strategy team tracks the alpha of the

funding subscriptions and research that analysts

portfolio based on historical returns the portfolio

might need. There are no distributions or required

would have had since January 1, 2007 and the

income and therefore, is of little concern to the

lifetime of the portfolio in comparison to the

investment committee.

specified blended benchmark outlined in section V.
Trading Restrictions
Rebalancing Policy

The Fund will trade US domestic securities only

The Fund will use dollar cost averaging to

(ADRs are permitted). No initial investment in a single

rebalance the portfolio. The portfolio should be

security may exceed 5% of portfolio value. The use

rebalanced at the end of each semester. In short,

of exchange traded funds and mutual funds may be

this method will trim gains from the outperformers

authorized by a majority vote within the investment

and add a portion of those returns to the

committee. No shorting of securities, funds, or

underperforming securities in order to rebalance

commodities is allowed. No futures or options are

the weighting in the portfolio. The purpose of this

allowed, except for hedging circumstances, at the

discretion of the CIO and the administration. No

risk within the portfolio. For the most part, the

leverage or buying on margin under any

investment committee is wholly invested and

circumstance. Trades will be restricted to regular

responsible for US domestic equities.

trading hours, without prior authorization from a
majority of the investment committee.

Determination and implementation

The investment committee will meet annually and
Returns

discuss asset allocation. The committee will be

Returns shall be calculated on a total return basis

responsible for evaluating the weighting ranges for

over a three and five year rolling basis, net of

each sector and make changes as they see fit. The

trading fees. The investment committee has an

process must be approved by a majority of the

additional reporting goal, which is to outperform a

committee. Additionally, end of semester reports on

blended benchmark that best represents the target

the performance of our target asset allocation can

allocation of the portfolio.

provide insight into and justify a special meeting to

Index

Blended Benchmark
Target Weight

adjust guidelines throughout the year.

S&P 500

85%

Target Allocation

TIPS

10%

The target allocations for each asset class and

Cash

5%

sectors as well as their allowable ranges are listed
in the tables below.

Legal & Taxation

Asset Class

Legally, The Fund is recognized as a non-profit

Target

Range

Allocation

organization. The Fund will abide by all legal and tax

Equity

80%

75-85%

policies associated with the non-profit status of the

Fixed income

15%

10-20%

organization.

Cash

5%

0-10%

VI. Asset Allocation

Diversification is a core principle to portfolio
management. The Fund is inherently concentrated in
single securities and makes diversification across
sectors and industries even more crucial to minimize

US Domestic Equity

Neutral

Range

Members of the investment strategy team will also

Consumer

10%

5-15%

monitor a variety of these indicators on a weekly
basis in the newsletter, which will focus on

Discretionary
Consumer Staples

10%

5-15%

Energy

10%

5-15%

Financials

10%

5-15%

Healthcare

10%

5-15%

Industrials

10%

5-15%

Information

10%

5-15%

10%

5-15%

Telecommunications 10%

5-15%

Technology
Materials
Services
Utilities

10%

5-15%

VII. Capital Market Assumptions – CMA

Investment decisions should be made based on a set
of agreed capital market assumptions about the
state of the economy and consumer. CMAs will be
updated by members of the fund each month based on
market conditions. Indicators with rationale are
inflation expectations, real GDP growth, interest
rates (10yr, mortgage, treasury rates), monetary
policy (Fed Funds Rate), large cap expected return
(10-15 years at 8% CAGR), unemployment, and
consumer indices. These indicators will be followed
by analysts regularly throughout the year and
reported through blog posts on The Fund website.

important economic and market conditions.

