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Long Term Risk/Return of Endowment vs. 60/40 Portfolio & Policy Returns

1 Year 2 Years

3 Years 5 Years

Commentary

• The Texas Tech portfolio is less volatile than the 60/40 portfolio over all time 
horizons.

• The Texas Tech portfolio outperforms the 60/40 portfolio over a FYTD, 1 year, 2 
year and 3 year time horizon.

• Volatility (measured by standard deviation) on the Texas Tech portfolio has 
decreased over the past 12 months compared with the annualized 2 year, 3 year 
and 5 year volatility.
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FYTD

31st July 2015 (Preliminary)

Return: 2.18%
SD: 2.48%

Return: -2.23%
SD: 5.84%

Return: 2.26%
SD: 3.58%

Return: 2.12%
SD: 2.82%

Return: 2.46%
SD: 1.18%
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Annualized Standard Deviation

Policy 60/40 Texas Tech Liquid Assets Private Investments

Return: 3.17%
SD: 2.49%

Return: -0.66%
SD: 5.85%

Return: 3.29%
SD: 3.51%

Return: 2.90%
SD: 2.75%Return: 2.32%

SD: 1.18%
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Annualized Standard Deviation

Policy 60/40 Texas Tech Liquid Assets Private Investments

Return: 8.00%
SD: 3.97%

Return: 9.99%
SD: 5.78%

Return: 7.39%
SD: 4.33%

Return: 7.19%
SD: 5.08%

Return: 5.23%
SD: 6.28%
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Annualized Standard Deviation

Policy 60/40 Texas Tech Liquid Assets Private Investments

Return: 8.81%
SD: 4.37%

Return: 9.88%
SD: 5.51%Return: 9.25%

SD: 3.86%

Return: 7.28%
SD: 6.12%

Return: 9.80%
SD: 5.31%
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Annualized Standard Deviation

Policy 60/40 Texas Tech Liquid Assets Private Investments

Return: 7.36%
SD: 5.81%

Return: 7.69%
SD: 8.00%

Return: 8.76%
SD: 5.79%

Return: 7.00%
SD: 8.99%

Return: 10.50%
SD: 5.85%
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Annualized Standard Deviation

Policy 60/40 Texas Tech Liquid Assets Private Investments









Liquid Real Assets
(Total NAV: $101,884,266)





















Appendix III – Glossary (cont.)
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Active Premium: A measure of the investment’s annualized return minus the benchmark’s annualized return

Alpha: Return generated by the manager that is not explained by the returns of the benchmark. A measure of a fund’s performance beyond what its benchmark would predict

Annual Return: The annual rate at which an investment would have grown, if it had grown at a steady rate. Also called “Compound Annual Growth Rate” (CAGR), or the “Compound Rate of 
Return Annualized” (Compound RoR)

Annual Volatility:  A statistical measure of the dispersion of returns around the average (mean) return. Often used as a measure of investment risk with a higher value indicating higher risk

Arbitrage: The simultaneous purchase and sale of an asset in order to profit from a difference in the price

Beta: A measure of the risk of the fund relative to the benchmark. Beta describes the sensitivity of the investment to benchmark movements where the benchmark is always assigned a beta 
of 1.0 

Calmar Ratio: A return/risk ratio calculated over the last three year period as [annual compounded return / (Maximum Drawdown)]

Capital Commitment: Every investor in a private equity fund commits to investing a specified sum of money in the fund partnership over a specified period of time.

Capital Distribution: The returns that an investor in a private equity fund receives; the income and capital realized from investments less expenses and liabilities

Carried Interest: The share of profits that the fund manager is due once it has returned the cost of investment to investors

Catch up: A clause that allows the general partner to take, for a limited period of time, a greater share of the carried interest than would normally be allowed. This continues until the time 
when the carried interest allocation, as agreed in the limited partnership, has been reached.

Clawback: Ensures that a general partner does not receive more than its agreed percentage of carried interest over the life of the fund

Correlation: A measure between +1 and -1 that explains the degree to which the returns of the fund and a benchmark are related

Down Capture: Measures how much of the benchmark’s return the fund captures when the benchmark is negative

Down Number: The percentage of the time the fund was down when the benchmark was down

Drawdown: When a private equity firm has decided where it would like to invest, it will approach its own investors in order to draw down the money. The money will already have been 
pledged to the fund but this is the actual act of transferring the money so that it reaches the investment target

Excess Kurtosis: Measures the distribution of observed data around the mean with an emphasis on “outlier” data, both positive and negative

Exit: The means by which a fund is able to realize its investment in a company – by an initial public offering, a trade sale, selling to another private equity firm or a company buy-back

Fundraising: The process by which a private equity firm solicits financial commitments from limited partners for a fund

General Partner: This can refer to the top-ranking partner(s) at a private equity firm as well as the firm managing the private equity fund

Investment Terms/Performance Statistics

31st July 2015 (Preliminary)




