Item No. 5

Town of Atherton

FINANCE COMMITTEE STAFF REPORT
TO:

FINANCE COMMITTEE

FROM:

ROBERT BARRON III, FINANCE DIRECTOR

DATE:

JANUARY 19, 2016

SUBJECT:

PRESENTATION BY CUTWATER (INSIGHT) ASSSET MANAGEMENT
INVESTMENT PROGRAM REVIEW OF THE TOWN. REVIEW ANY
RECOMMENDATIONS OF CHANGES TO STATEMENT OF
INVESTMENT POLICY FOR CITY COUNCIL APPROVAL

RECOMMENDATION
Review the investment program with Cutwater Asset Management Group and discuss any
recommendation of changes to the Statement of Investment Policy.
BACKGROUND
Cutwater Asset Management is in attendance to review the Town portfolio of investment and
discuss the Town Investment policy. As of December 31, 2015, the total investment portfolio
for the Town is $19,761,950 as illustrated in the Cutwater investment review book. The Town
has an additional $11,601,611 in LAIF with an approximate total cash and investment of
$31,363,561. Staff also returns with the Investment Policy for review by the Finance
Committee. At the March 2014 Finance Committee meeting, the Committee reviewed and made
recommended changes to the Town Investment Policy. The minor changes included the
following:
 Federal Instrumentality- The investment policy previously put no limit on any one
agency. The recommendation was that no more than 25% of the Town’s total portfolio
shall be invested in any one instrumentality issuer.
 Under the Medium-Term Notes section, staff recommended to update the minimum
investment requirement on investing in AAA for Medium-Term Notes to AA ratings.
The reason for this request was because there were less than a half dozen AAA names
that we could purchase. This expanded the number of corporate names available to the
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City for investment. According to Cutwater asset management, the difference between
AAA and AA is minimal and the AA names are still considered to be very high credit
quality. We also added that no more than 5% shall be invested per issuer.
 Negotiable & Non-negotiable Certificates of Deposit- Discussion involved putting a
percentage limit or cap with how much we put into CD’s. Recommendation is that no
more than 10% of the Town’s Portfolio can be invested in CD’s. All CD purchases will
follow the FDIC $250,000 limit. The short term rating of A-1+ is the highest short term
rating available on a CD. This used by S&P. It is modifier to the A-1 rating comparable
to F-1 by Fitch or P-1 by Moody’s.
The City Council adopted the above recommended changes to the investment policy at its
March 2014 meeting. The Town investment policy is well positioned. Staff is returning with the
Investment Policy for review for possible recommendations of changes to the policy. This does
not constitute that changes need to take place within the policy. It is good fiscal practice to
review for any potential increase in investment opportunities. Investment of Town funds is
important for not only interest earnings but also for liquidity. Investment diversification is a key
component of the policy. Staff engaged the advice of Cutwater as they serve as our asset
manager for our portfolio. The Town Investment Policy is attached for Committee review. Staff
recommends discussion on potential changes in two areas of the policy of Federal
Instrumentality and Medium-term corporate investments.
 The possibility of moving the holding in any one instrumentality issuers from 25% to
30%.
 Currently the aggregate investment in medium-term notes shall not exceed 30% of the
Town’s total portfolio. There could be a recommendation to relax the corporate side and
adjust from 30% of total aggregate investment in total portfolio holdings, to a higher
percentage of 35% or 40%.
 Another discussion could be to update the minimum investment requirement on
investing in AA for Medium-Term Notes to A+1 ratings.
The Town looks for investment opportunities that are diversified, consistent with safety risk and
flexible depending upon the outlook for the economy, and cash needs of the Town. Staff is not
recommending significant changes to the policy except for discussion of possible improvements
to the policy as outlined above within our current investment instruments.
FISCAL IMPACT
None.
ATTACHMENTS
Cutwater-Town Investment Review Book
Statement of Investment Policy
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Town of Atherton
Statement of Investment Policy

The City Council of the Town of Atherton (the Town) has adopted this Investment Policy
(the Policy) in order to establish the investment scope, objectives, delegation of authority,
standards of prudence, reporting requirements, internal controls, eligible investments and
transactions, diversification requirements, risk tolerance, and safekeeping and custodial
procedures for the investment of the funds of the Town. All Town funds will be invested in
accordance with this Policy and with applicable sections of the California Government Code.
This Investment Policy was endorsed and adopted by the City Council on March 19, 2014.
It replaces any previous investment policy or investment procedures of the Town.

SCOPE
The provisions of this Policy shall apply to all financial assets of the Town as accounted for
in the Town’s Comprehensive Annual Financial Report.
All cash shall be pooled for investment purposes. The investment income derived from the
pooled investment account shall be allocated to the contributing funds based upon the
proportion of the respective average balances relative to the total pooled balance.
Investment income shall be distributed to the individual funds not less than annually.

OBJECTIVES
The Town’s funds shall be invested in accordance with all applicable Town codes and
resolutions, California statutes, and Federal regulations, and in a manner designed to
accomplish the following objectives, which are listed in priority order:
1.
2.
3.
4.

Preservation of capital and protection of investment principal.
Maintenance of sufficient liquidity to meet anticipated cash flows.
Attainment of a market rate of return.
Diversification to avoid incurring unreasonable market risks.
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DELEGATION OF AUTHORITY
The management responsibility for the Town’s investment program is delegated annually by
the City Council to the Treasurer, as provided for in California Government Code Section
53607. The Town’s City Manager serves as the Treasurer shall work in conjunction with the
Finance Director to conduct investment transactions and to manage the operation of the
investment portfolio. No person may engage in an investment transaction except as
expressly provided under the terms of this Policy.
The City Manager or designee shall develop administrative procedures and internal
controls, consistent with this Policy, for the operation of the Town's investment program.
Such procedures shall be designed to prevent losses of public funds arising from fraud,
employee error, misrepresentation by third parties, or imprudent actions by employees of
the Town.
The Town may engage the support services of outside investment advisors with respect to
its investment program, so long as it can be demonstrated that these services produce a net
financial advantage or necessary financial protection of the Town's financial resources.

PRUDENCE
The standard of prudence to be used for managing the Town's investment program is
California Government Code Section 53600.3, the prudent investor standard which states,
“When investing, reinvesting, purchasing, acquiring, exchanging, selling, or managing
public funds, a trustee shall act with care, skill, prudence, and diligence under the
circumstances then prevailing, including, but not limited to, the general economic conditions
and the anticipated needs of the agency, that a prudent person acting in a like capacity and
familiarity with those matters would use in the conduct of funds of a like character and with
like aims, to safeguard the principal and maintain the liquidity needs of the agency.”
The Town's overall investment program shall be designed and managed with a degree of
professionalism that is worthy of the public trust. The Town recognizes that no investment
is totally without risk and that the investment activities of the Town are a matter of public
record. Accordingly, the Town recognizes that occasional measured losses may occur in a
diversified portfolio and shall be considered within the context of the overall portfolio's
return, provided that adequate diversification has been implemented and that the sale of a
security is in the best long-term interest of the Town.
The City Manager or designee and authorized investment personnel acting in accordance
with established procedures and exercising due diligence shall be relieved of personal
responsibility for an individual security's credit risk or market price changes, provided that
deviations from expectations are reported in a timely fashion to the City Council and
appropriate action is taken to control adverse developments.
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ETHICS AND CONFLICTS OF INTEREST
Elected officials and employees involved in the investment process shall refrain from
personal business activity that could conflict with proper execution of the Town’s investment
program or could impair or create the appearance of an impairment of their ability to make
impartial investment decisions. Employees and investment officials shall subordinate their
personal investment transactions to those of the Town. In addition, Town City Council
members, the City Manager, and the Finance Director shall file a Statement of Economic
Interests each year as required by California Government Code Section 87203 and
regulations of the Fair Political Practices Commission.

AUTHORIZED SECURITIES AND TRANSACTIONS
All investments and deposits of the Town shall be made in accordance with California
Government Code Sections 16429.1, 53600-53609 and 53630-53686. Any revisions or
extensions of these code sections will be assumed to be part of this Policy immediately
upon being enacted.
The Town has further restricted the eligible types of securities and transactions as follows:
1. United States Treasury bills, notes or bonds with a final maturity not exceeding five
years from the date of trade settlement.
2. Federal Instrumentality (government sponsored enterprise) debentures, discount notes,
callable and step-up securities, with a final maturity not exceeding five years from the
date of trade settlement.
No more than 25% of the Town’s total portfolio shall be invested in any one
instrumentality issuer.
3. Medium-Term Notes issued by corporations organized and operating within the United
States or by depository institutions licensed by the United States or any state and
operating within the United States, with a final maturity not exceeding five years from the
date of trade settlement, and rated at least AA or the equivalent by a nationally
recognized statistical rating organization (NRSRO). The aggregate investment in
medium-term notes shall not exceed 30% of the Town’s total portfolio. In addition, AA
rated FDIC guaranteed corporate bonds are herein authorized, within the
aforementioned diversification and maturity requirements.
No more than 5% of the Town’s portfolio shall be invested in any one corporate issuer.
4. Negotiable Certificates of Deposit with a maturity not exceeding five years from the date
of trade settlement, in state or nationally chartered banks or savings banks that are
insured by the FDIC, subject to the limitations of California Government Code Section
53638. Certificates of Deposits may be purchased only from financial institutions that
meet the credit criteria set forth in the section of this Investment Policy, “Selection of
Banks and Savings Banks.” Depending on their maturity, Negotiable Certificates of
Deposit shall have a short-term rating of at least A-1+ or the equivalent by a NRSRO at
the time of purchase.
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5. Non-negotiable Certificates of Deposit and savings deposits with a maturity not
exceeding five years from the date of trade settlement, in FDIC insured state or
nationally chartered banks or savings banks that qualify as a depository of public funds
in the State of California as defined in California Government Code Section 53630.5.
Deposits exceeding the FDIC insured amount shall be secured pursuant to California
Government Code Section 53652.
The Town will limit its investment in certificates of deposit to $250,000 per issuer.
No more than 10% of the portfolio shall be invested in any one issuer of certificates of
deposit.
6. Prime Commercial Paper with a maturity not exceeding 270 days from the date of trade
settlement with the highest letter and number rating as provided for by a NRSRO. The
entity that issues the commercial paper shall meet all of the following conditions in either
sub-paragraph A. or sub-paragraph B. below:
A. The entity shall (1) be organized and operating in the United States as a
general corporation, (2) have total assets in excess of $500,000,000 and (3)
have debt other than commercial paper, if any, that is rated at least A or the
equivalent by a NRSRO.
B. The entity shall (1) be organized within the United States as a special
purpose corporation, trust, or limited liability company, (2) have program-wide
credit enhancements, including, but not limited to, over collateralization,
letters of credit or surety bond and (3) have commercial paper that is rated at
least A-1 or the equivalent by a NRSRO.
No more than 5% of the Town’s total portfolio shall be invested in the commercial paper
of any one issuer, and the aggregate investment in commercial paper shall not exceed
25% of the Town’s total portfolio.
7. Repurchase Agreements with a final termination date not exceeding 30 days
collateralized by U.S. Treasury obligations or Federal Instrumentality securities listed in
items 1 and 2 above with the maturity of the collateral not exceeding five years. For the
purpose of this section, the term collateral shall mean purchased securities under the
terms of the Town’s approved Master Repurchase Agreement. The purchased
securities shall have a minimum market value including accrued interest of 102% of the
dollar value of the funds borrowed. Collateral shall be held in the Town's custodian
bank, as safekeeping agent, and the market value of the collateral securities shall be
marked-to-the-market daily.
Repurchase Agreements shall be entered into only with broker/dealers and who are
recognized as Primary Dealers with the Federal Reserve Bank of New York, or with
firms that have a Primary Dealer within their holding company structure. Primary
Dealers approved as Repurchase Agreement counterparties shall have a short-term
credit rating of at least A-1 or the equivalent and a long-term credit rating of at least A or
the equivalent. Repurchase agreement counterparties shall execute a Town approved
Master Repurchase Agreement with the Town. The City Manager or designee shall
Town of Atherton Investment Policy
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maintain a copy of the Town's approved Master Repurchase Agreement and a list of the
broker/dealers who have executed same.
8. State of California’s Local Agency Investment Fund (LAIF), pursuant to California
Government Code Section 16429.1. The aggregate investment in the pool shall not
exceed 50% of the Town’s total portfolio.
9. Money Market Funds registered under the Investment Company Act of 1940 that (1) are
“no-load” (meaning no commission or fee shall be charged on purchases or sales of
shares); (2) have a constant net asset value per share of $1.00; (3) invest only in the
securities and obligations authorized in the applicable California statutes and (4) have a
rating of at least AAAm or the equivalent by at least two NRSROs. The aggregate
investment in money market funds shall not exceed 20% of the Town’s total portfolio.
Securities that have been downgraded to a level that is below the minimum ratings
described herein may be sold or held at the City's discretion. The portfolio will be brought
back into compliance with Investment Policy guidelines as soon as is practical.
The foregoing list of authorized securities and transactions shall be strictly interpreted. Any
deviation from this list must be preapproved by resolution of the City Council.

INVESTMENT DIVERSIFICATION
The Town shall diversify its investments to avoid incurring unreasonable risks inherent in
over-investing in specific instruments, individual financial institutions or maturities.
Nevertheless, the asset allocation in the investment portfolio should be flexible depending
upon the outlook for the economy, the securities markets and the Town’s anticipated cash
flow needs.

PORTFOLIO MATURITIES AND LIQUIDITY
To the extent possible, investments shall be matched with anticipated cash flow
requirements and known future liabilities. The Town will not invest in securities maturing
more than five years from the date of trade settlement, unless the City Council has by
resolution granted authority to make such an investment at least three months prior to the
date of investment.

SELECTION OF BROKER/DEALERS
The City Manager or designee shall maintain a list of broker/dealers approved for
investment purposes, and it shall be the policy of the Town to purchase securities only from
those brokers and the firms they represent. Each approved broker/dealer must possess an
authorizing certificate from the California Commissioner of Corporations as required by
Section 25210 of the California Corporations Code.
To be eligible, a firm must meet at least one of the following criteria:
1. be recognized as Primary Dealers by the Federal Reserve Bank of New York or
have a primary dealer within their holding company structure, or
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2. report voluntarily to the Federal Reserve Bank of New York, or
3. qualify under Securities and Exchange Commission (SEC) Rule 15c3-1 (Uniform Net
Capital Rule).
The City Manager or designee will select broker/dealers on the basis of their expertise in
public cash management and their ability to provide service to the Town’s account.
The City may engage the services of investment advisory firms to assist in the management
of the portfolio and investment advisors may utilize their own list of approved broker/dealers.
Such broker/dealers will comply with the selection criteria above and the list of approved
firms shall be provided to the City on an annual basis or upon request.
In the event that an external investment advisor is not used in the process of recommending
a particular transaction in the Town’s portfolio, each authorized broker/dealer shall submit
and annually update a Town approved Broker/Dealer Information Request form that
includes the firm's most recent financial statements.
The Town may purchase commercial paper from direct issuers even though they are not on
the approved broker/dealer list as long as they meet the criteria outlined in Item 4 of the
Authorized Securities and Transactions section of this Investment Policy.

COMPETITIVE TRANSACTIONS
All investment transactions shall be conducted competitively with authorized broker/dealers.
At least three broker/dealers shall be contacted for each transaction and their bid or offering
prices shall be recorded.
If the Town is offered a security for which there is no other readily available competitive
offering, then the City Manager or designee will document quotations for comparable or
alternative securities.
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SELECTION OF BANKS
The City Manager or designee shall maintain a list of FDIC insured banks approved to
provide depository and other banking services for the Town. To be eligible, a bank shall
qualify as a depository of public funds in the State of California as defined in California
Government Code Section 53630.5 and shall secure deposits in excess of FDIC insurance
coverage in accordance with California Government Code Section 53652.

SAFEKEEPING AND CUSTODY
The City Manager or designee shall select one or more banks to provide safekeeping and
custodial services for the Town. A Safekeeping Agreement approved by the Town shall be
executed with each custodian bank prior to utilizing that bank's safekeeping services.
Custodian banks will be selected on the basis of their ability to provide services for the
Town's account and the competitive pricing of their safekeeping related services.
The purchase and sale of securities and repurchase agreement transactions shall be settled
on a delivery versus payment basis. All securities shall be perfected in the name of the
Town. Sufficient evidence to title shall be consistent with modern investment, banking and
commercial practices.
All investment securities purchased by the Town will be delivered by either book entry and
will be held in third-party safekeeping by a Town approved custodian bank, or its Depository
Trust Company (DTC) participant account.

PORTFOLIO PERFORMANCE
The investment portfolio shall be designed to attain a market rate of return throughout
budgetary and economic cycles, taking into account prevailing market conditions, risk
constraints for eligible securities, and cash flow requirements. The performance of the
Town’s investments shall be compared to the average yield on the U.S. Treasury security
that most closely corresponds to the portfolio’s weighted average effective maturity. When
comparing the performance of the Town’s portfolio, its rate of return will be computed net of
all fees and expenses.

REPORTING
Quarterly, the City Manager or designee shall submit to the City Council a report of the
investment earnings and performance results of the Town’s investment portfolio. The report
shall include the following information:
1. Investment type, issuer, date of maturity, par value and dollar amount invested in all
securities, and investments and monies held by the Town;
2. A description of the funds, investments and programs;
3. A market value as of the date of the report (or the most recent valuation as to assets not
valued monthly) and the source of the valuation;
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4. A statement of compliance with this Policy or an explanation for non-compliance; and
5. A statement of the Town’s ability to meet expenditure requirements for six months, and
an explanation of why money will not be available if that is the case.

POLICY REVIEW
This Investment Policy shall be adopted annually by resolution of the City Council. It shall be
reviewed at least annually to ensure its consistency with the overall objectives of
preservation of principal, liquidity, yield and diversification and its relevance to current law
and economic trends. Amendments to this Investment Policy shall be approved by
resolution of the City Council.
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THIS DOCUMENT SHOULD NOT BE REPRODUCED
IN ANY FORM WITHOUT PRIOR WRITTEN
APPROVAL
THIS MATERIAL IS APPROVED FOR A ONE-ONONE PRESENTATION BY AUTHORIZED
INDIVIDUALS TO INSTITUTIONAL OR FINANCIAL
PROFESSIONALS ONLY. NOT APPROVED FOR
RETAIL DISTRIBUTION.
ACCORDINGLY THIS MATERIAL IS NOT TO BE
REPRODUCED IN WHOLE OR IN PART OR USED
FOR ANY OTHER PURPOSE

Town of Atherton
Investment management program review
Dave Witthohn, CFA®, CIPM®, Senior Portfolio Manager
Christopher Nebenzahl, Portfolio Manager
Gay Eichhoff, Relationship Manager
January 19, 2015
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Insight Investment

Our credentials
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• Key areas of specialization:
– risk management solutions
– fixed income
– absolute return

650

2002

• Key ingredients for success:
– differentiated investment proposition
– focusing on our strengths
– partnering with our clients
– a culture of ownership

Assets under management¹

US$bn

• Autonomous asset manager owned by BNY Mellon:
– based in London, New York, Sydney and Tokyo
– over $600bn in assets under management
– 204 investment professionals, 679 total staff

Past performance is no assurance of future returns. Investment in any of these strategies involves a risk of loss. Source: Insight, as of September 30, 2015. Assets under management
(AUM) are represented by the value of cash securities and other economic exposure managed for clients. Figures above bars are shown in USD. FX rates as per WM Reuters 4pm Spot Rates for
the end of each period. ¹ Excludes previous parent introduced assets prior to 2009. Reflects the AUM of the Insight Group (Insight), which includes Insight Investment Management (Global) Limited,
Pareto Investment Management Limited, Insight Investment Funds Management Limited, Cutwater Investor Services Corporation (CISC) and Cutwater Asset Management Corporation (CAMC).
CISC and CAMC are owned by BNY Mellon and operated by Insight.
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Insight in North America
Cutwater acquisition
The history of Insight in North America

2009

2013

2015

BNY Mellon Asset
Management acquires
Insight. Insight
becomes an affiliate
within the BNY Mellon
multi-boutique
structure, giving it the
backing of a sound
global financial
institution that
prioritizes asset
management.

Pareto Investment
Management, formed
in 1991, became part
of the Insight group
effective from January
1, 2013.
Insight Pareto was
launched in Australasia
and North America.

As of January 1, 2015,
Cutwater Asset
Management, formed
in 1991, became a
wholly owned
subsidiary of The Bank
of New York Mellon
Corporation and is
operated by Insight
Investment.

North American business: September 2015
$bn

Global

Currency

US FI

Total

AUM

0.2

13.7

19.3

33.2

• Rationale for US expansion:
– deeper coverage of key market
– credibility of global capabilities
– reaching US clients
• Key criteria used in selection:
– quality of investment
– strategic fit
– cultural fit
– size
• Cutwater Asset Management:
– 20 year history
– $19bn of AUM in US fixed income*
– experienced, cohesive team
– strong track records
– 71 employees
• Cutwater Asset Management premises move:
– completed in July
– location, systems, back office, processes

* Source: Insight, as of September 30, 2015. Assets under management (AUM) are represented by the value of cash securities and other economic exposure managed for clients. FX rates as per
WM Reuters 4pm Spot Rates for the end of each period. Please refer to the disclosures at the back of this presentation.
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Insight corporate structure
The Bank of New York Mellon Corporation

The Bank of
New York
Mellon

Insight Investment
Management Limited
Framework
agreement
Insight
Investment
Management
(Global) Limited

Pareto
Investment
Management
Limited

Insight
Investment
Funds
Management
Limited

Insight
Investment
Services Limited

Insight
Investment BV

Insight
Investment
Australia Pty Ltd

Insight
Investment
Management
(Channel
Islands) Limited

Insight
Consumer Debt
Recovery GPI
Limited

Cutwater
Holdings LLC

Insight
Consumer Debt
Recovery GPII
Limited

Cutwater
Investor Services
Corp¹

= Regulated by: Financial Conduct Authority (FCA), Ontario Securities Commission (OSC)
= Regulated by: FCA, SEC, NFA, CFTC, Canada (OSC, ASC, BCSC, MSC, NSSC, QSC, SFSC), Japan FSA, Japan Kanto Local Finance Bureau

Cutwater Asset
Management
Corp²

= Regulated by: Australian Securities and Investments Commission (ASIC)
= Regulated by: FCA
= Regulated by: Guernsey Financial Services Commission
= Regulated by: ¹SEC, ²SEC, ²FINRA
As of October 2015.
Relevant to Insight only and is not a full representation of The Bank of New York Mellon Group. In addition to the above, Insight Investment Management Limited has a 40% interest in Valletta Fund
Management Limited. The other 60% of which is owned by Bank of Valletta. For informational purposes only.
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Portfolio optimization process
Overview

Insight designs a customized investment strategy based on each client’s input and current market conditions.
PSG Client

Fixed Income market

Opportunities
Risks
Return potential
Economic factors

Investment policy
Risk tolerance
Cash flows

Insight

Knowledge
Experience

Resources

Optimal investment portfolio
For informational purposes only.
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Commitment to our clients
• The delivery of high quality products and services is our number one strategic priority

• We only do what we are good at
• We act as a partner with you
• We will own and learn from our mistakes
20

Questions
Q1 Rate the standard of technical knowledge of your relationship manager

18
Number of respondents

16
14

Q2

Rate the ability to access your portfolio manager

Q8

Rate the continuity of personnel (i.e., level of turnover of personnel)

2

Q9

0

Unacceptable

4

Poor

Rate the ability of personnel to deal with non-standard requests

Weak

Rate the effectiveness of personnel at answering questions

Q7

Below
average

Q6

6

Satisfactory

Rate the responsiveness of personnel

Above
average

Q5

8

Good

10

Recommended

Rate the pro-activity of the manager

Highly
recommended

Rate the ability of the manager to understand your needs

Q4

Outstanding

Q3

12

Rate the effectiveness of reporting of breaches of Service Level Agreements
(SLAs)
Rate the effectiveness of reporting of breaches of Investment Management
Q10
Agreements (IMAs)
Rate the extent to which any particular issues that might compromise the
Q11 fulfilment of your mandate with this asset manager are brought to your
attention in a timely manner
Q12 Rate the adequacy of compensation for errors and omissions
Q13 Rate the adequacy of disclosure of changes in personnel

Source: IPE September, 2015. For informational purposes only.
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Employee satisfaction
• All Insight employees receive LTIP,1 which is linked to

Anonymous employee survey

the performance of the business.

99%

I believe in what Insight is trying to achieve

97%

Insight delivers on the promises it makes

95%

I feel motivated to go the extra mile to help
Insight succeed

99%

I feel I am working for a successful
organization

96%

I would recommend this organization to a friend

Staff turnover2
All staff

6.7%

Investment staff

2.3%

¹ LTIP = Long Term Incentive Plan.
For informational purposes only.

2

3 years annualized as of September 30, 2015.

Source: Insight employee survey, September 2014. 73% of the company responded.
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Treasury and liquidity management: a global fit
• Assessment at point of purchase

• A key component of Treasury management globally
• A profitable business
• Invest and build out
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Fixed income
Specialist teams

Anna Adams
Rebecca Khan
Jane Marchington
Charlene Kendall

Adrian Grey
HEAD OF FIXED INCOME AND CURRENCY

PERSONAL ASSISTANTS

Clifford Corso
CEO, NORTH AMERICA
Peter Bentley
UK AND GLOBAL
CREDIT

Shaun Casey
Toby Kung
Adam Mossakowski
Adam Whiteley

Andrew Wickham
UK AND GLOBAL

Lucy Speake
EUROPE

Alex Veroude¹
HEAD OF CREDIT

David Averre
CREDIT ANALYSIS

Colm McDonagh
EMD

Paul Lambert
CURRENCY

Isobel Lee
Harvey Bradley
Scott Ruesterholz¹

Bonnie Abdul Aziz
Gareth Colesmith
Damien Hill
Robert Sawbridge

Pierre-Louis Fulhaber

Aaiza Ali
Jeff Bernstein¹
Tamara Burnell
Charles-Henri Boivin
Cathy Braganza
Robert Claiborne¹
Simon Cooke
David Hamilton¹
Giles Haworth
David Herrington
Toby Hunston
Nikolay Menteshashvili
Alex Moss
Eleanor Price
Anna Stevens (m)
Laura Thorne-Trawinski¹
Lionel Trigalou
Catherine Welfer¹

Rodica Glavan
Thibaut Nocella
Robert Simpson
Oliver Williams

Richard Nibloe
Max Wahl

Alex Jackson¹
US LOANS

Colin Cave
MONEY MARKETS

John Bluemke¹
Lars Boman¹
Brian Carlson¹
David Chow¹
Christopher Hagens¹
Jack Hale¹
Joseph Nelson¹

Chris Brown
Kevin Coney
Patrick Goodall

HIGH YIELD
Uli Gerhard

April LaRusse
PRODUCT
MANAGEMENT
Andy Burgess
Monique Carter
Emma du Haney
Lutz Engberding
Carl Mastroianni¹

INFLATION LINKED

Gerard Berrigan¹
US

Shaheer Guirguis
Jason Cameron
SECURED FINANCE

David Hooker

Craig Armstrong¹
Jason Celente¹
James DiChiaro¹
Mary Donovan¹
Jesse Fogarty¹
Gautam Khanna¹
Kevin Loescher¹
Nitin Mathew¹
Chris Nebenzahl¹
David Witthohn¹

Jeremy Deacon
Ranbir Singh Lakhpuri
Melissa Niu¹
Pritesh Solanki
Seema Sopal
Lorraine Specketer
Richard Talmadge¹
Tristan Teoh
Patrick Wacker¹
Duncan Westbrook

IMPLEMENTATION AND
OPERATIONS
Rory Anderson
Carl Burdett
Peter Joslin
Alison Shine

RESPONSIBLE
INVESTMENT
Joshua Kendall
Rory Sullivan*

Paul Rochester
Jamie Anderson¹
DEALING
Matthew Bodo¹
Angie Hart
Joe Hazelwood
Emilia Hunter (m)
Jonathan Hurst
Paul Sharp
Thomas Vandermark¹

As of January 2016. * Strategic advisor. (m) maternity leave. ¹ US includes employees of our affiliates Pareto New York LLC, Cutwater Asset Management Corporation and
Cutwater Investor Services Corporation, part of the Insight group of companies.
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Town of Atherton
Market environment and strategies

Market environment

Percentage

Fed funds target rate

Percentage

Comparative historical yield curves

Percentage

Two-year and five-year treasury yields

Source: Bloomberg LP, January 2016.
Past performance is not indicative of future results. Please refer to the disclosures at the back of this presentation. For informational purposes only.
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Market environment
Gross Domestic Product1

Institute for Supply Management Manufacturing
and Non-Manufacturing Business Activity2

Crude Oil3

Source: Bloomberg LP, 1 September 2015, 2 December 2015, 3 January 2016.
Past performance is not indicative of future results. Please refer to the disclosures at the back of this presentation. For informational purposes only.
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Market environment
Consumer Price Index1

Unemployment and Underemployment2

New and Existing Home Sales3

Source: Bloomberg LP, 1, 3 November 2015, 2 December 2015.
Past performance is not indicative of future results. Please refer to the disclosures at the back of this presentation. For informational purposes only.
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Town of Atherton

Percentage

Comparison Yields
January 2011 through December 2015

Percentage

*

Source: Insight, December 31, 2015. * Local Agency Investment Fund (California).
Past performance is no assurance of future returns. Investment in any of these strategies involves a risk of loss. Please refer to the disclosures
at the back of this presentation.
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Town of Atherton
Operating portfolio activity and performance review
As of December 31, 2015
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Past performance is no assurance of future returns. Investment in any strategy involves a risk of loss. Returns are gross of fees. Performance results do not reflect the deduction of
investment advisory fees. Client’s returns will be reduced by the investment advisory fees and other expenses. The above list of holdings is only valid as of December 31, 2015 and should not be
relied upon as a complete listing of the account's past investment decisions. Holdings are subject to change without notice and may not represent current or future decisions and should not be
construed as investment recommendations. Please refer to the disclosures at the back of this presentation.
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Past performance is no assurance of future returns. Investment in any strategy involves a risk of loss. Returns are gross of fees. Performance results do not reflect the deduction of
investment advisory fees. Client’s returns will be reduced by the investment advisory fees and other expenses. The above list of holdings is only valid as of December 31, 2015 and should not be
relied upon as a complete listing of the account's past investment decisions. Holdings are subject to change without notice and may not represent current or future decisions and should not be
construed as investment recommendations. Please refer to the disclosures at the back of this presentation.
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Past performance is no assurance of future returns. The above list of holdings is only valid as of December 31, 2015 and should not be relied upon as a complete listing of the account's past
investment decisions. Holdings are subject to change without notice and may not represent current or future decisions and should not be construed as investment recommendations.
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Past performance is no assurance of future returns. The above list of holdings is only valid as of December 31, 2015 and should not be relied upon as a complete listing of the account's past
investment decisions. Holdings are subject to change without notice and may not represent current or future decisions and should not be construed as investment recommendations.
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Past performance is no assurance of future returns. The above list of holdings is only valid as of December 31, 2015 and should not be relied upon as a complete listing of the account's past
investment decisions. Holdings are subject to change without notice and may not represent current or future decisions and should not be construed as investment recommendations.
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Past performance is no assurance of future returns. The above list of holdings is only valid as of December 31, 2015 and should not be relied upon as a complete listing of the account's past
investment decisions. Holdings are subject to change without notice and may not represent current or future decisions and should not be construed as investment recommendations.
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Past performance is no assurance of future returns. The above list of holdings is only valid as of December 31, 2015 and should not be relied upon as a complete listing of the account's past
investment decisions. Holdings are subject to change without notice and may not represent current or future decisions and should not be construed as investment recommendations.
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Past performance is no assurance of future returns. The above list of holdings is only valid as of December 31, 2015 and should not be relied upon as a complete listing of the account's past
investment decisions. Holdings are subject to change without notice and may not represent current or future decisions and should not be construed as investment recommendations.
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Past performance is no assurance of future returns. The above list of holdings is only valid as of December 31, 2015 and should not be relied upon as a complete listing of the account's past
investment decisions. Holdings are subject to change without notice and may not represent current or future decisions and should not be construed as investment recommendations.
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Past performance is no assurance of future returns. The above list of holdings is only valid as of December 31, 2015 and should not be relied upon as a complete listing of the account's past
investment decisions. Holdings are subject to change without notice and may not represent current or future decisions and should not be construed as investment recommendations.
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Past performance is no assurance of future returns. The above list of holdings is only valid as of December 31, 2015 and should not be relied upon as a complete listing of the account's past
investment decisions. Holdings are subject to change without notice and may not represent current or future decisions and should not be construed as investment recommendations.
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Past performance is no assurance of future returns. The above list of holdings is only valid as of December 31, 2015 and should not be relied upon as a complete listing of the account's past
investment decisions. Holdings are subject to change without notice and may not represent current or future decisions and should not be construed as investment recommendations.
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Past performance is no assurance of future returns. The above list of holdings is only valid as of December 31, 2015 and should not be relied upon as a complete listing of the account's past
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Past performance is no assurance of future returns. The above list of holdings is only valid as of December 31, 2015 and should not be relied upon as a complete listing of the account's past
investment decisions. Holdings are subject to change without notice and may not represent current or future decisions and should not be construed as investment recommendations.
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Past performance is no assurance of future returns. The above list of holdings is only valid as of December 31, 2015 and should not be relied upon as a complete listing of the account's past
investment decisions. Holdings are subject to change without notice and may not represent current or future decisions and should not be construed as investment recommendations.
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Past performance is no assurance of future returns. The above list of holdings is only valid as of December 31, 2015 and should not be relied upon as a complete listing of the account's past
investment decisions. Holdings are subject to change without notice and may not represent current or future decisions and should not be construed as investment recommendations.
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Town of Atherton
Bank credit review

Wells Fargo Bank, National Association

SNL Financial LC and Second Pillar Consulting provide the data for this report. The Peer Group Rating information is a solvency rating and is calculated
on a quarterly basis using four key ratios: capital adequacy, asset quality, earnings strength, and liquidity. The calculation encompasses both current
and historical data, and assesses an institution’s health using criteria to evaluate the industry’s condition as a whole (ratios and respective coefficients
are adjusted to meet industry changes). The information in this report is believed to be reliable, however, the accuracy, timeliness, and completeness of
the content is not guaranteed and should not be relied upon as a basis for any investment decision. This report does not constitute advice and Cutwater
Investor Services Corp. disclaims any liability for any use of the content of this report. Please refer to the disclosures at the back of this presentation.
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Town of Atherton
Investment policy review

Town of Atherton
Statement of Investment Policy

The City Council of the Town of Atherton (the Town) has adopted this Investment Policy
(the Policy) in order to establish the investment scope, objectives, delegation of authority,
standards of prudence, reporting requirements, internal controls, eligible investments and
transactions, diversification requirements, risk tolerance, and safekeeping and custodial
procedures for the investment of the funds of the Town. All Town funds will be invested in
accordance with this Policy and with applicable sections of the California Government Code.
This Investment Policy was endorsed and adopted by the City Council on March 19, 2014.
It replaces any previous investment policy or investment procedures of the Town.

SCOPE
The provisions of this Policy shall apply to all financial assets of the Town as accounted for
in the Town’s Comprehensive Annual Financial Report.
All cash shall be pooled for investment purposes. The investment income derived from the
pooled investment account shall be allocated to the contributing funds based upon the
proportion of the respective average balances relative to the total pooled balance.
Investment income shall be distributed to the individual funds not less than annually.

OBJECTIVES
The Town’s funds shall be invested in accordance with all applicable Town codes and
resolutions, California statutes, and Federal regulations, and in a manner designed to
accomplish the following objectives, which are listed in priority order:
1.
2.
3.
4.

Preservation of capital and protection of investment principal.
Maintenance of sufficient liquidity to meet anticipated cash flows.
Attainment of a market rate of return.
Diversification to avoid incurring unreasonable market risks.
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DELEGATION OF AUTHORITY
The management responsibility for the Town’s investment program is delegated annually by
the City Council to the Treasurer, as provided for in California Government Code Section
53607. The Town’s City Manager serves as the Treasurer shall work in conjunction with the
Finance Director to conduct investment transactions and to manage the operation of the
investment portfolio. No person may engage in an investment transaction except as
expressly provided under the terms of this Policy.
The City Manager or designee shall develop administrative procedures and internal
controls, consistent with this Policy, for the operation of the Town's investment program.
Such procedures shall be designed to prevent losses of public funds arising from fraud,
employee error, misrepresentation by third parties, or imprudent actions by employees of
the Town.
The Town may engage the support services of outside investment advisors with respect to
its investment program, so long as it can be demonstrated that these services produce a net
financial advantage or necessary financial protection of the Town's financial resources.

PRUDENCE
The standard of prudence to be used for managing the Town's investment program is
California Government Code Section 53600.3, the prudent investor standard which states,
“When investing, reinvesting, purchasing, acquiring, exchanging, selling, or managing
public funds, a trustee shall act with care, skill, prudence, and diligence under the
circumstances then prevailing, including, but not limited to, the general economic conditions
and the anticipated needs of the agency, that a prudent person acting in a like capacity and
familiarity with those matters would use in the conduct of funds of a like character and with
like aims, to safeguard the principal and maintain the liquidity needs of the agency.”
The Town's overall investment program shall be designed and managed with a degree of
professionalism that is worthy of the public trust. The Town recognizes that no investment
is totally without risk and that the investment activities of the Town are a matter of public
record. Accordingly, the Town recognizes that occasional measured losses may occur in a
diversified portfolio and shall be considered within the context of the overall portfolio's
return, provided that adequate diversification has been implemented and that the sale of a
security is in the best long-term interest of the Town.
The City Manager or designee and authorized investment personnel acting in accordance
with established procedures and exercising due diligence shall be relieved of personal
responsibility for an individual security's credit risk or market price changes, provided that
deviations from expectations are reported in a timely fashion to the City Council and
appropriate action is taken to control adverse developments.
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ETHICS AND CONFLICTS OF INTEREST
Elected officials and employees involved in the investment process shall refrain from
personal business activity that could conflict with proper execution of the Town’s investment
program or could impair or create the appearance of an impairment of their ability to make
impartial investment decisions. Employees and investment officials shall subordinate their
personal investment transactions to those of the Town. In addition, Town City Council
members, the City Manager, and the Finance Director shall file a Statement of Economic
Interests each year as required by California Government Code Section 87203 and
regulations of the Fair Political Practices Commission.

AUTHORIZED SECURITIES AND TRANSACTIONS
All investments and deposits of the Town shall be made in accordance with California
Government Code Sections 16429.1, 53600-53609 and 53630-53686. Any revisions or
extensions of these code sections will be assumed to be part of this Policy immediately
upon being enacted.
The Town has further restricted the eligible types of securities and transactions as follows:
1. United States Treasury bills, notes or bonds with a final maturity not exceeding five
years from the date of trade settlement.
2. Federal Instrumentality (government sponsored enterprise) debentures, discount notes,
callable and step-up securities, with a final maturity not exceeding five years from the
date of trade settlement.
No more than 25% of the Town’s total portfolio shall be invested in any one
instrumentality issuer.
3. Medium-Term Notes issued by corporations organized and operating within the United
States or by depository institutions licensed by the United States or any state and
operating within the United States, with a final maturity not exceeding five years from the
date of trade settlement, and rated at least AA or the equivalent by a nationally
recognized statistical rating organization (NRSRO). The aggregate investment in
medium-term notes shall not exceed 30% of the Town’s total portfolio. In addition, AA
rated FDIC guaranteed corporate bonds are herein authorized, within the
aforementioned diversification and maturity requirements.
No more than 5% of the Town’s portfolio shall be invested in any one corporate issuer.
4. Negotiable Certificates of Deposit with a maturity not exceeding five years from the date
of trade settlement, in state or nationally chartered banks or savings banks that are
insured by the FDIC, subject to the limitations of California Government Code Section
53638. Certificates of Deposits may be purchased only from financial institutions that
meet the credit criteria set forth in the section of this Investment Policy, “Selection of
Banks and Savings Banks.” Depending on their maturity, Negotiable Certificates of
Deposit shall have a short-term rating of at least A-1+ or the equivalent by a NRSRO at
the time of purchase.
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5. Non-negotiable Certificates of Deposit and savings deposits with a maturity not
exceeding five years from the date of trade settlement, in FDIC insured state or
nationally chartered banks or savings banks that qualify as a depository of public funds
in the State of California as defined in California Government Code Section 53630.5.
Deposits exceeding the FDIC insured amount shall be secured pursuant to California
Government Code Section 53652.
The Town will limit its investment in certificates of deposit to $250,000 per issuer.
No more than 10% of the portfolio shall be invested in any one issuer of certificates of
deposit.
6. Prime Commercial Paper with a maturity not exceeding 270 days from the date of trade
settlement with the highest letter and number rating as provided for by a NRSRO. The
entity that issues the commercial paper shall meet all of the following conditions in either
sub-paragraph A. or sub-paragraph B. below:
A. The entity shall (1) be organized and operating in the United States as a
general corporation, (2) have total assets in excess of $500,000,000 and (3)
have debt other than commercial paper, if any, that is rated at least A or the
equivalent by a NRSRO.
B. The entity shall (1) be organized within the United States as a special
purpose corporation, trust, or limited liability company, (2) have program-wide
credit enhancements, including, but not limited to, over collateralization,
letters of credit or surety bond and (3) have commercial paper that is rated at
least A-1 or the equivalent by a NRSRO.
No more than 5% of the Town’s total portfolio shall be invested in the commercial paper
of any one issuer, and the aggregate investment in commercial paper shall not exceed
25% of the Town’s total portfolio.
7. Repurchase Agreements with a final termination date not exceeding 30 days
collateralized by U.S. Treasury obligations or Federal Instrumentality securities listed in
items 1 and 2 above with the maturity of the collateral not exceeding five years. For the
purpose of this section, the term collateral shall mean purchased securities under the
terms of the Town’s approved Master Repurchase Agreement. The purchased
securities shall have a minimum market value including accrued interest of 102% of the
dollar value of the funds borrowed. Collateral shall be held in the Town's custodian
bank, as safekeeping agent, and the market value of the collateral securities shall be
marked-to-the-market daily.
Repurchase Agreements shall be entered into only with broker/dealers and who are
recognized as Primary Dealers with the Federal Reserve Bank of New York, or with
firms that have a Primary Dealer within their holding company structure. Primary
Dealers approved as Repurchase Agreement counterparties shall have a short-term
credit rating of at least A-1 or the equivalent and a long-term credit rating of at least A or
the equivalent. Repurchase agreement counterparties shall execute a Town approved
Master Repurchase Agreement with the Town. The City Manager or designee shall
Town of Atherton Investment Policy

Page 4

maintain a copy of the Town's approved Master Repurchase Agreement and a list of the
broker/dealers who have executed same.
8. State of California’s Local Agency Investment Fund (LAIF), pursuant to California
Government Code Section 16429.1. The aggregate investment in the pool shall not
exceed 50% of the Town’s total portfolio.
9. Money Market Funds registered under the Investment Company Act of 1940 that (1) are
“no-load” (meaning no commission or fee shall be charged on purchases or sales of
shares); (2) have a constant net asset value per share of $1.00; (3) invest only in the
securities and obligations authorized in the applicable California statutes and (4) have a
rating of at least AAAm or the equivalent by at least two NRSROs. The aggregate
investment in money market funds shall not exceed 20% of the Town’s total portfolio.
Securities that have been downgraded to a level that is below the minimum ratings
described herein may be sold or held at the City's discretion. The portfolio will be brought
back into compliance with Investment Policy guidelines as soon as is practical.
The foregoing list of authorized securities and transactions shall be strictly interpreted. Any
deviation from this list must be preapproved by resolution of the City Council.

INVESTMENT DIVERSIFICATION
The Town shall diversify its investments to avoid incurring unreasonable risks inherent in
over-investing in specific instruments, individual financial institutions or maturities.
Nevertheless, the asset allocation in the investment portfolio should be flexible depending
upon the outlook for the economy, the securities markets and the Town’s anticipated cash
flow needs.

PORTFOLIO MATURITIES AND LIQUIDITY
To the extent possible, investments shall be matched with anticipated cash flow
requirements and known future liabilities. The Town will not invest in securities maturing
more than five years from the date of trade settlement, unless the City Council has by
resolution granted authority to make such an investment at least three months prior to the
date of investment.

SELECTION OF BROKER/DEALERS
The City Manager or designee shall maintain a list of broker/dealers approved for
investment purposes, and it shall be the policy of the Town to purchase securities only from
those brokers and the firms they represent. Each approved broker/dealer must possess an
authorizing certificate from the California Commissioner of Corporations as required by
Section 25210 of the California Corporations Code.
To be eligible, a firm must meet at least one of the following criteria:
1. be recognized as Primary Dealers by the Federal Reserve Bank of New York or
have a primary dealer within their holding company structure, or
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2. report voluntarily to the Federal Reserve Bank of New York, or
3. qualify under Securities and Exchange Commission (SEC) Rule 15c3-1 (Uniform Net
Capital Rule).
The City Manager or designee will select broker/dealers on the basis of their expertise in
public cash management and their ability to provide service to the Town’s account. Each
authorized broker/dealer shall submit and annually update a Town approved Broker/Dealer
Information Request form that includes the firm's most recent financial statements.
The City may engage the services of investment advisory firms to assist in the management
of the portfolio and investment advisors may utilize their own list of approved broker/dealers.
Such broker/dealers will comply with the selection criteria above and the list of approved
firms shall be provided to the City on an annual basis or upon request.
In the event that an external investment advisor is not used in the process of recommending
a particular transaction in the City’s portfolio, each authorized broker/dealer shall submit and
annually update a City approved Broker/Dealer Information Request form that includes the
firm's most recent financial statements.
The Town may purchase commercial paper from direct issuers even though they are not on
the approved broker/dealer list as long as they meet the criteria outlined in Item 4 of the
Authorized Securities and Transactions section of this Investment Policy.

COMPETITIVE TRANSACTIONS
All investment transactions shall be conducted competitively with authorized broker/dealers.
At least three broker/dealers shall be contacted for each transaction and their bid or offering
prices shall be recorded.
If the Town is offered a security for which there is no other readily available competitive
offering, then the City Manager or designee will document quotations for comparable or
alternative securities.

Town of Atherton Investment Policy

Page 6

SELECTION OF BANKS
The City Manager or designee shall maintain a list of FDIC insured banks approved to
provide depository and other banking services for the Town. To be eligible, a bank shall
qualify as a depository of public funds in the State of California as defined in California
Government Code Section 53630.5 and shall secure deposits in excess of FDIC insurance
coverage in accordance with California Government Code Section 53652.

SAFEKEEPING AND CUSTODY
The City Manager or designee shall select one or more banks to provide safekeeping and
custodial services for the Town. A Safekeeping Agreement approved by the Town shall be
executed with each custodian bank prior to utilizing that bank's safekeeping services.
Custodian banks will be selected on the basis of their ability to provide services for the
Town's account and the competitive pricing of their safekeeping related services.
The purchase and sale of securities and repurchase agreement transactions shall be settled
on a delivery versus payment basis. All securities shall be perfected in the name of the
Town. Sufficient evidence to title shall be consistent with modern investment, banking and
commercial practices.
All investment securities purchased by the Town will be delivered by either book entry or
physical delivery and will be held in third-party safekeeping by a Town approved custodian
bank, its correspondent bank or its Depository Trust Company (DTC) participant account.

PORTFOLIO PERFORMANCE
The investment portfolio shall be designed to attain a market rate of return throughout
budgetary and economic cycles, taking into account prevailing market conditions, risk
constraints for eligible securities, and cash flow requirements. The performance of the
Town’s investments shall be compared to the average yield on the U.S. Treasury security
that most closely corresponds to the portfolio’s weighted average effective maturity. When
comparing the performance of the Town’s portfolio, its rate of return will be computed net of
all fees and expenses.

REPORTING
Quarterly, the City Manager or designee shall submit to the City Council a report of the
investment earnings and performance results of the Town’s investment portfolio. The report
shall include the following information:
1. Investment type, issuer, date of maturity, par value and dollar amount invested in all
securities, and investments and monies held by the Town;
2. A description of the funds, investments and programs;
3. A market value as of the date of the report (or the most recent valuation as to assets not
valued monthly) and the source of the valuation;
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4. A statement of compliance with this Policy or an explanation for non-compliance; and
5. A statement of the Town’s ability to meet expenditure requirements for six months, and
an explanation of why money will not be available if that is the case.

POLICY REVIEW
This Investment Policy shall be adopted annually by resolution of the City Council. It shall be
reviewed at least annually to ensure its consistency with the overall objectives of
preservation of principal, liquidity, yield and diversification and its relevance to current law
and economic trends. Amendments to this Investment Policy shall be approved by
resolution of the City Council.
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Important disclosures

Past performance is not a guide to future performance. The value of investments and any income from them will fluctuate and is not guaranteed
(this may partly be due to exchange rate changes) and investors may not get back the amount invested. Transactions in foreign securities may be
executed and settled in local markets. Performance comparisons will be affected by changes in interest rates. Investment returns fluctuate due to
changes in market conditions. Investment involves risk, including the possible loss of principal. No assurance can be given that the performance
objectives of a given strategy will be achieved. The information contained herein is for your reference only and is being provided in response to your
specific request and has been obtained from sources believed to be reliable; however, no representation is made regarding its accuracy or
completeness. This document must not be used for the purpose of an offer or solicitation in any jurisdiction or in any circumstances in which such offer
or solicitation is unlawful or otherwise not permitted. This document should not be duplicated, amended, or forwarded to a third party without consent
from Insight. This is a marketing document intended for professional clients only and should not be made available to or relied upon by retail clients.
Investment advisory services in North America are provided through four different SEC-registered investment advisers using the brand Insight
Investment: Cutwater Asset Management Corp. (CAMC), Cutwater Investor Services Corp. (CISC), Pareto New York LLC (PNY) and Pareto Investment
Management Limited (PIML). The North American investment advisers are associated with a broader group of global investment managers that also
(individually and collectively) use the corporate brand Insight Investment and may be referred to as “Insight”, “Insight Group” or “Insight Investment”.
The investment adviser providing these advisory services is Cutwater Investor Services Corp. (CISC), an investment adviser registered with the
Securities and Exchange Commission (SEC), under the Investment Advisers Act of 1940, as amended. Registration with the SEC does not imply a
certain level of skill or training. You may request, without charge, additional information about Insight. Moreover, specific information relating to Insight’s
strategies, including investment advisory fees, may be obtained from CISC’s Form ADV Part 2A, which is available without charge upon request.
All performance numbers used in the analysis are gross returns. The performance reflects the reinvestment of all dividends and income. CISC charges
management fees on all portfolios that it manages and these fees will reduce the returns on the portfolios. For example, assume that $30 million is
invested in an account with the Firm, and this account achieves a 5.0% annual return compounded monthly, gross of fees, for a period of five years. At
the end of five years that account would have grown to $38,500,760 before the deduction of management fees. Assuming management fees of 0.25%
per year are deducted monthly from the account, the value at the end of the five year period would be $38,022,447. Actual fees for new accounts are
dependent on size and subject to negotiation. CISC's investment advisory fees are discussed in Part 2A of the Firm’s Form ADV.
Unless otherwise stated, the source of information is Insight. Any forecasts or opinions are Insight’s own at the date of this document (or as otherwise
specified) and may change. Material in this publication is for general information only and is not advice, investment advice, or the recommendation of
any purchase or sale of any security. Insight makes no implied or expressed recommendations concerning the manner in which an account should or
would be handled, as appropriate investment strategies depend upon specific investment guidelines and objectives and should not be construed to be
an assurance that any particular security in a strategy will remain in any fund, account, or strategy, or that a previously held security will not be
repurchased. It should not be assumed that any of the security transactions or holdings referenced herein have been or will prove to be profitable or that
future investment decisions will be profitable or will equal or exceed the past investment performance of the securities listed.
Insight is a group of wholly owned subsidiaries of The Bank of New York Mellon Corporation. BNY Mellon is the corporate brand of The Bank of New
York Mellon Corporation and may also be used as a generic term to reference the Corporation as a whole or its various subsidiaries generally. Products
and services may be provided under various brand names and in various countries by subsidiaries, affiliates and joint ventures of The Bank of New York
Mellon Corporation where authorized and regulated as required within each jurisdiction. Unless you are notified to the contrary, the products and
services mentioned are not insured by the FDIC (or by any governmental entity) and are not guaranteed by or obligations of The Bank of New York
Mellon Corporation or any of its affiliates. The Bank of New York Corporation assumes no responsibility for the accuracy or completeness of the above
data and disclaims all expressed or implied warranties in connection therewith.
© 2015 Insight Investment. All rights reserved.

