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Category:  Growth Income Inflation Hedging Capital Preservation 

Purpose High returns and strong 
upside potential 

Stable and predictable 
cash flows 

Protect against unexpected 
inflation 

Maintain wealth will little 
risk of capital loss 

Importance Key driver of wealth 
expansion 

Matches income needs and 
liabilities 

Offsets corrosive effects of 
high inflation Offers safety and security 

Criteria Returns > 75% of MSCI 
World Index 

Yields > 1.5x Equities or 
Bonds, respectively 

Returns > CPI over 
inflationary cycle  

Positive returns with 
drawdown < 5% 

Constituents 
• US Equities 
•  Int’l Equities 
• Private Equity 

• Dividend Yield 
Stocks 

• MLPs 
• High Yield 
• EM Debt 
• Bank Loans 
• Non-agency MBS 

•  TIPS 
• Commodities 
• Direct Real Estate 
• REITS 
• Nat. Resource Eq 
•  Infrastructure 
•  Timber 

• Short Duration gov’t 
• Short Duration credit 
• Municipal Bonds 
• Cash 

 

 Portfolio construction starts with investors’ objectives 

 Asset classes are simply building blocks to achieve these objectives 

 In addition, an “Opportunistic” category might capture special opportunities 
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 Assets within each category have similar characteristics providing more clarity on investment behavior 

 Income outperforms growth during low inflation and inflation hedging is likely to outperform in high inflation regimes 

Growth* 

Inflation 

* High growth and high inflation represent periods with above average real GDP growth and inflation respectively, based on the 1973 – 
2011 period.  



US pension allocations based on Top 200 DB plans (source: Pensions & Investments 2/6/2012). US endowment and foundation allocations based on dollar-
weighted allocations across institutions ranging from $100 million to $1 billion . Source: Commonfund 2/2/2012. 

In the aftermath of the crisis, investors have been embracing large allocations to alternatives 
 Dedicated allocation to alternatives as well as inclusion of alternative equity and bond strategies  

 Average allocation to alternatives is over 30% across institutional investors 

The inclusion of alternatives has significantly increased the complexity of asset allocation  
 Alternatives encompasses a broad range of assets with widely varying characteristics 

 Investors need a roadmap for asset allocation in the new world 

Equity  

Fixed 
Income 

 
(traditional  
strategies) 

(traditional  
strategies) 

(alternative 
strategies) 

(alternative 
strategies) 



Investors are seeking a road-map for asset allocation in the new world 
 Style-box portfolios provided little diversification during the credit crisis 

 Alternatives are gaining popularity but  greatly increase the complexity of asset allocation choices 

  

Outcome oriented investing re-focuses the asset allocation on desired portfolio outcomes 
 Growth, income, inflation hedging and capital preservation span the major investment outcomes 

 Investors use a diversified mix of traditional and alternative assets to achieve these objectives 

 

Asset allocation with outcome oriented categories produces better investment outcomes 
 Greater alignment with underlying investor objectives 

 Better awareness and positioning for alternate economic regimes 
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Addressing Specific Risks 



Target Date Fund Volatility 



2010 Target Date Fund Flows 
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Outcome = Stable Risk Profile 

• 
• 
• 
• 
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Market Supercycles 

.



How Do You Meet Portfolio Needs? 
• 

• 
• 
• 
• 
• 
• 
• 

• 

• 

• 



Geography

• USA
• Canada
• UK
• EU

Currency

•  $ USD
•  £GBP
• €EURO

Industries

• Energy
• Environmental
• Agricultural
• Medical
• Transportation
• Technology

End Users

• Governments
• Colleges & 

Universities
• Public & 

Private 
Companies

Payment Profile

• Single Investor 
(Cash Flow)

• Leverage 
(Growth)

SQN Capital Management, LLC
Investing  Business Essential Revenue Hard Assets




