Westhield

STATE UNIVERSITY

Board of Trustees
Investment Subcommittee

2:00 p.m.
February 2, 2023

President’s Boardroom, The Horace Mann Center

A live stream of the meeting for public viewing will also take place on YouTube at the following
link: https://www.westfield.ma.edu/live

For information about Westfield State’s COVID-19 procedures, visit: www.westfield.ma.edu/covid

1. Called to Order Trustee Landrau
2. Minutes
a. November 15, 2022 Trustee Landrau

3. Items for Information
a. Fourth Quarter Update and Market Review Cl Eaton Private Wealth

4. Items for Discussion
a. Active vs. Passive Investment Strategy Sheridan Carey
b. Investment Subcommittee Charge Trustee Landrau

5. Items for Action
a. Motion - Investment Advisor Contract Trustee Landrau/Stephen Taksar

Attachment(s):
a. Minutes 11-15-22 (Draft)
Fourth Quarter Update and Market Review
Fourth Quarter Update and Market Review (Statement of Spending Policy)
Active vs. Passive Investment Strategy
Active vs. Passive Investment Strategy (Common Sense on Mutual Funds)
Active vs. Passive Investment Strategy (Great Mutual Fund Trap)
Active vs. Passive Investment Strategy (Investors Manifesto)
Active vs. Passive Investment Strategy (Unconventional Success)
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Active vs. Passive Investment Strategy (Burton Malkiel 50 Years Later)
Active vs. Passive Investment Strategy (Against the Gods)

Investment Subcommittee Charge

Motion — Investment Advisor Contract
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Westhield

STATE UNIVERSITY

BOARD OF TRUSTEES
Investment Subcommittee
November 15, 2022
Minutes
Loughman Living Room, Scanlon Hall

A live stream of the meeting for public viewing also took place on YouTube.

MEMBERS PRESENT: Committee Chair Madeline Landrau

MEMBERS PARTICIPATING REMOTELY:- Trustees Paul Boudreau, TheresaJasmin, and Ali Salehi

Also present from Westfield State University were Mr./Stephen Taksar, Vice President for Administration
and Finance and Ms. Lisa Freeman, Associate Vice President for Administration and Finance; and Mr. Robert
Quinn from CI Eaton Private Wealth (Cl Eaton). Also participating remotely were Mr. Sheridan Carey,
Westfield State Foundation Board member, and Mr. Duke Laflamme from Cl Eaton.

The meeting was called to order by Committee Chair Landrau at 2:03 PM and it was announced that the
meeting was being livestreamed all committee members and guests participating were announced as listed

above.

MOTION made by Trustee Salehi, seconded by Trustee Jasmin, to approve the minutes
of the July 27, 2022, Investment Subcommittee meeting.

ROLL CALL VOTE passed motion unanimously with Trustees voting in the affirmative:
Boudreau, Jasmin, Salehi, and Landrau.

FY23 Third Quarter Update was provided by Cl Eaton representatives and the following discussion took place.

The annualized return was over 2% through June 30 and is higher than that figure now.

Equities were reduced by 9% to help the portfolio given the challenging market environment.

The University portfolio declined 14.4% while the benchmark was down approximately 16%.

The capital preservation number is the original investment plus the inflation calculation from three years
ago, plus the inflation calculation for year three. To preserve the purchasing power of the initial
investment, a return net of inflation is needed. Cl Eaton will project calculations for the next 3-5 years of
the total return less the CPI being used as inflation.

In addition to the goal allocation, Cl Eaton will provide the ranges from the Investment Policy for fixed
income and equities in their reports. Ranges are currently 30%-40% bonds, 0%-5% cash, and 50%-70%
equities.

The change from 68% to 59% in equities started in December 2021 and non-US equities were reduced in
April and September 2022.

The recent period for bond allocations was beneficial. The upward sloping yield curve was offset by the
overweight credit markets.

There is 70% invested in mid-to-large stocks with a view toward companies having greater earnings than
the S&P 500. There is diversity among all sectors except energy. Cl Eaton made the decision two years ago
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not to invest in fossil fuels, which was going well until the Ukraine invasion.

® The Investment Policy does not limit investments in energy but the University wants to be conscious of
Environmental, Social, and Governance (ESG) investing. Trustees stated that since the portfolio provides
funds to support University operations, the committee should look into all energy, including sustainable,
being mindful of the Carbon Underground 200 list.

® |t was requested that Cl Eaton provide a recommendation on how and when the committee should invest
in more energy, should they decide to. Mr. Quinn stated that is a hard decision as a peace settlement in
Ukraine will drive oil prices down overnight. Cl Eaton has ownership of Calbert, a pioneer in ESG investing,
and receives their research to assist addressing these types of factors.

® Mutual fund holdings significantly outperformed the benchmark so more funds were allocated there.

® After the market bottomed in June, volatility will continue with month-to-month inflation numbers, but CI
Eaton will add slightly to equities in the coming year.

FY23 and FY24 Investment Income Withdrawal.

® To assist in developing the FY24 budget model scenarios, Cl Eaton developed scenarios of income
withdrawals at different values of the portfolio to determine if the planned income distribution of 4% of
the previous 12-quarter rolling average was sustainable given the decline in the market.

® The assessments presented will help the University understand what to assume in budget planning. Even
with a dramatic decline in the market, $800,000 of interest income should be available for operations to
be primarily invested in institutional priorities'which support innovation projects and strategies.

® |t was agreed that a standing item on the committee meeting agenda will be to review the 4% interest
income calculation in the investment policy/and request the investment advisors to calculate a similar
scenario of income withdrawals to present at each meeting.

Messrs. Laflamme and Quinn left the meeting at 2:56 PM.

Investment Advisor Update.

® [ast year the contract with Cl Eaton was extended by one year, putting us in the fourth year of a five-year
contract.

® Discussion followed, noting the current advisors are meeting the benchmarks and providing
comprehensive reports but it was agreed to explore other options, being mindful of the resources needed
to do an RFP. [Trustee Jasmin left the meeting at 3:05 PM].

® At the next meeting Mr. Taksar will provide information on other state universities’ investment advisors
and Mr. Carey will provide information on moving to a passive investment strategy.

Future Meeting Dates.
® February 2, 2023, from 2:00-3:00 PM
® April 20, 2023, from 3:00-4:00 PM
® July 28, 2023, from 10:00-11:00 AM

[Trustee Salehi left meeting at 3:15 PM.]

There being no further business, MOTION to adjourn made by Trustee Landrau, seconded
by Trustee Boudreau.
ROLL CALL VOTE with Trustees voting in the affirmative: Boudreau and Landrau.

The meeting adjourned at 3:16 PM.
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Attachment(s):
a. Draft Minutes of July 27, 2022
b. FY23 Third Quarter Update
c. FY23 Third Quarter Update (Fees)

Secretary’s Certificate
| hereby certify that the foregoing is a true and correct copy of the approved minutes of the Westfield State
University Board of Trustees Investment Subcommittee meeting held on November 15, 2022.

Paul Boudreau, Secretary Date
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Cl Eaton Private Wealth |

The University has adopted the following spending policy, which will apply to the WSU investment
Portfolio.

This Policy seeks an appropriate balance among the following goals:

- Provide current programs with a predictable and stable stream of revenue

- Ensurethe real value (defined as purchasing power) of the invested assets and its revenue stream
does notdecline over the long term

Authorized expenditures during an upcoming fiscal year shall be limited to four percent (4%) of the
average total market value of the investment portfolio over a trailing twelve quarter period ending
June 30 fiscal year, not to include endowment additions during the current fiscal year. In the event
the average annualized total return for the trailing three year period fails to equal or exceed 4 %, then
the University shall instead distribute Net Income (defined as interest, dividends and other income
receipts from investments less expenses) until such time as the trailing twelve quarter period return
equals or exceeds 4%. The amount for the coming year is to be calculated each June 30th and will be
reviewed and approved annually by the investment/finance committee.

The annual distributions is being calculated after obtaining 12 consecutive quarters of investment
market values. The distribution calculation takes the 12 quarter average and multiplies the average by
4% to arrive at the distribution amount.

EATON
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Cl Eaton Private Wealth | Westfield State University

STATEMENT OF SPENDING POLICY

The Investment Policy further states:

The Fund is to be invested with the objective of preserving the long-term, real purchasing power of

assets while providing a relatively predictable and growing stream of annual distributions in support
of the Institution.

For the purpose of making distributions, the Fund shall make use of a total-return-based spending
policy, meaning that it will fund distributions from net investment income, net realized capital gains,
and proceeds from the sale of investments.

The distribution of Fund assets will be permitted to the extent that such distributions do not exceed a
level that would erode the Fund’s real assets over time. The Committee will seek to reduce the
variability of annual Fund distributions by factoring past spending and Portfolio asset values into its
current spending decisions. The Committee will review its spending assumptions annually for the

purpose of deciding whether any changes therein necessitate amending the Fund’s spending policy, its
target asset allocation, or both.

Periodic cash flow, either into or out of the Portfolio, will be used to better align the investment
portfolio to the target asset allocation outlined in the asset allocation policy at Section IV. A. herein.
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Cl Eaton Private Wealth | Westfield State University

Westfield State University Account History - December 31, 2022

Quarter

20-Mar
20-Jun
20-Sep
20-Dec
21-Mar
21-Jun
21-Sep
21-Dec
22-Mar
22-Jun
22-Sep
22-Dec

Average
4% distribution

MV
$18,468,337.92
$20,206,356.67
$21,136,087.07
$22,957,344.61
$23,537,311.12
$24,740,775.27
$24,544,590.85
$26,051,814.00
$24,248,306.00
$21,917,292.15
$20,936,513.87
$21,826,500.00

$22,547,602.46
$901,904.10
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You're the Boss
The Art of Running a Small Business

Active vs. Passive: The Debate Keeps Going

By Jeff Brown  August 28, 2009 6:00 am

There’s a common refrain whenever the markets are in turmoil: “It’s a stock
picker’s market.”

In other words, amid all the confusion, you have to pan carefully to find the
nuggets. For investors who favor mutual funds over individual stocks, this view
morphs into a case for actively managed funds, which employ teams of stock

pickers and analysts, over passively managed indexers that simply try to mirror
given market segments.

So, how are the actively managed funds doing against the indexers?

Not too well, although there’s enough room for debate to keep the active-
management advocates from giving up.

A semiannual study by Standard & Poor’s finds that over the five years ended
June 30, only 37.1 percent of actively managed funds made up of large-

capitalization stocks beat the category’s benchmark, the S.&P. 500. Most large-cap
investors would have done better with a plain old S.&P. 500 index fund.

Only 26.6 percent of managed mid-cap funds beat their index, the S.&P. 400,
while 42.6 percent of managed small-cap funds beat the S.&P. 600.

The study, which looked at 3,500 managed funds, reinforces the findings of

https:{farchive.nytimes.comjboss.blogs.nytimes.com/2009/08/28factive-vs-passive -the-debate-keeps-going/?searchResultPosition=2 Page1of 5



Active vs. Passive: The Debate Keeps Going - The New York Times 124222, 11:47 AM

many past studies by the S.&P., other firms and academics. Over time, the average
active manager simply cannot pick enough market-beating stocks to offset the high
cost of running the fund. Most indexers carry expense ratios of less than 0.2
percent, while most managed stock funds charge more than 1 percent, five times as
much. Indexers’ smaller fees leave more money in the account to compound,
making a big difference over the years. (Among bond funds, indexers are hands-
down winners, mainly because higher fees can gobble big chunks of bond funds’
modest returns.)

Still, the active-management boosters won't cry “uncle,” falling back on a
variety of arguments.

Lending some support to their view, S.&P. noted that on an “asset-weighted”
basis, managed funds matched or beat their benchmarks in “most categories except
mid-caps and emerging markets.” This analysis takes into account the amount of
money investors have in each fund. A few large managed funds that beat the
benchmarks can therefore pull up the managed-fund results, even if the average
managed fund has trailed the index when assets are not taken into account.

To managed-fund advocates, this means investors are good at picking market-
beating funds. But it may also mean that funds with lots of assets can afford to
spend money — their investors’ money — to lure even more investors.

Marketing on the basis of recent performance can be a dirty trick, drawing
investors in too late to share in the big gains. Morningstar, the market-data firm,
has worked hard to get insight into this problem, trying to distinguish investor’s
actual gains and losses from apparent returns indicated by changes in fund share
prices — the figures typically used in marketing materials. By looking at cash flows
in and out of individual funds, Morningstar has detected a widespread pattern of
investors chasing past results, pouring money in after a fund has done well and
taking it out after the fund falters.

The average investor therefore does much worse than the investor who buys a
block of shares and hangs on through thick and thin. In one example, the investors

https:/farchive.nytimes.com/boss.blogs.nytimes.com{2009/08/28/active-vs-passive-the-debate-keeps-going/?searchResultPosition=2 Page 2 of 5



Active vs. Passive: The Debate Keeps Going - The New York Times 12/2{22, 11:47 AM

in the Fairholme Fund, a managed fund which mainly holds large- and mid-cap
value stocks, lost 1.68 percent a year over the five years ended July 31, even though
the fund officially returned 8.56 percent a year based on share price and cash
distributions. An investor who put $10,000 into the fund at the start of the five
years would have ended up with $15,078.19. But because many investors bought
high and sold low, the average investor would have seen $10,000 shrink to

$9,187.75.

Investors who favor managed funds are more susceptible to this kind of self-
destructive behavior because fads change fast. The whole idea of using active
managers is to hitch your wagon to a hot stock-picking team, and a fund that loads
up on a hot market sector — Internet stocks, for instance — can tumble when that
sector falls out of favor, driving the active-management investor elsewhere.

Managed-fund advocates often point to pockets of “inefficiencies,” dim corners
of the market not often visited by analysts and business journalists, where they
believe stock pickers can find enough undiscovered gems to beat the benchmarks.
Cited most often are funds that invest in obscure small-company stocks and those
dealing with hard-to-assess foreign stocks.

Of the funds that invest in United States small-cap value stocks, about 47
percent of those using active management beat their index benchmarks over the
five-year period, according to the S.&P. study. That means you have a nearly 50-50
shot at beating the indexers with a managed fund, the best odds for any managed
fund category focused on American stocks.

S.&P.’s look at funds containing foreign stocks covered four very broad
categories, and generally showed that only a small minority of managed funds beat
the benchmarks. Among the emerging-market funds, for example, only a tad over
10 percent beat the index. This ought to be one of the areas where insightful stock
picking could pay off. It may be, however, that the high cost of researching
emerging-market stocks either chews into returns or discourages the in-depth
research that is needed.

https:ffarchive.nytimes.comfboss.blogs. nytimes.com/2009/08{28factive-vs-passive-the-debate-keeps-going/TsearchResultPosition=2 Page3 of 5
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Breaking the foreign-stock category down further does reveal some areas
where active management pays off, according to a study by FundQuest, a firm that
provides market data and analysis to financial-services companies. Over various
time periods, for example, 75 to 100 percent of actively managed funds holding
foreign small- and mid-cap growth stocks beat the benchmarks, the best
performance of the 60 categories FundQuest examined. And 50 to 75 percent of
managed funds beat benchmarks in a number of categories: diversified
Pacific/Asia, foreign large value, foreign small/mid value, Pacific/Asia not
including Japan.

But these small pockets look like exceptions that prove the rule.

And because they would account for only a small portion of the typical
investor’s portfolio, their market-beating returns would not be very valuable. For
most investors, foreign stock funds could make up 10 to 40 percent of a long-term
stock and bond portfolio, with the greater amount only for investors who can
stomach a lot of risk. But even those investors probably should put most of their
foreign-stock allocation into funds specializing in Europe and Japan, since these
are the largest foreign stock markets. In those categories, the indexers win.

A final problem with the active-passive debate: It focuses too much on what
offers the biggest returns rather than what provides enough return. Among the
minority of active funds that do beat the indexers, many do so by only small
margins. If your long-term plan calls for annual stock returns averaging 7 percent,
and you think you can get that with a low-fee S.&P. 500 indexer, is it really worth a
lot of trouble to shuffle your money among a sequence of managed funds you
expect to return 7.5 or 8 percent? You could, of course, pick funds that have beaten
the indexes by bigger margins. But why take on a lot of annoyance and risk hoping
for 10 or 12 percent if 7 percent is enough?

In picking any managed fund, you can never be certain that past success was a
matter of skill, not luck. And even if you are convinced it was skill, there’s always
the chance the manager will lose the magic, retire, quit or die. That could force you
to find a new fund, perhaps exposing you to a big tax bill when you bail out of the

https:ffarchive.nytimes.com/boss blogs.nytimes.comf2009/08/28/active-vs-passive-the-debate-keeps-going/?searchResultPosition=2 Paged of 5
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old one.

With an indexer on autopilot, you don’t have to worry about who's in charge,
and that can make it much easier to sleep at night.

Comments are no longer being accepted.

© 2017 The New York Times Company

https ffarchive.nytimes, com/boss blogs. nytimes.com/2002/08/2 8factive-vs-passive-the-debate-keeps-going/TsearchResultPosition=2 Page Sof 5
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praise for Unconventional Success

“Mutual fund managers and marketers are not going to like David Swensen’s thought-
ful and intelligently opinionated analysis of their ‘colossal failure’ resulting from the
fund industry’s ‘systemic exploitation of investors.” Coming from the mind and heart
of one of America’s most successful and integrity-laden money managers, this is a
book that will change the way you think about mutual funds. It’s high time for you to
follow the elegantly simple advice he presents in this wonderful book.”

—John C. Bogle, founder and former CEO, The Vanguard Group

“Swensen is the best. Always a pioneer, his new book presents an approach to invest-
ing that is both brilliant and practical.”
—Barton Biggs, former Chief Global Strategist, Morgan Stanley

“A legendary institutional investor reveals the conflicts of interest that induce most
financial services companies to provide inadequate products for the individual
investor. Swensen’s wise solution: Low cost, tax efficient, market-mimicking funds
available either through Exchange Traded Funds (ETFs) or from not-for-profit mutual
fund companies. Unconventional Success does for the individual investor what
Swensen’s Pioneering Portfolio Management did for the institutional investor.”

—Burton G. Malkiel, author of A Random Walk Down Wall Street

“David Swensen is one of today’s best endowment managers, if not the best. Uncon-
ventional Success is a perfect summary of what is wrong with a very important
industry. This book should lead the reader to better investment decisions.”

—Michael F. Price, Managing Partner, MFP Investors

“Unfortunately, at the bottom of our industry—money management-—there is a rather
thick layer of muck, and Swensen’s Unconventional Success rakes through this
muck in spectacular fashion and great detail. It is the truth, the whole truth, and the
very ugly truth. If you want to avoid the snares that lurk in money management, and
save yourself lots of money, you must read it.”

—Jeremy Grantham, Chairman of GMO

FSBN-13: 97B-0-7432-2838-1
1SBN-10: 0-7432-2808-3
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of Mutual Funds

Mutual funds play an important role as a vehicle for ever-increasir.z
amounts of individual investor savings. In recent decades, the share ==
household assets invested in mutual funds moved from barely visit!=
to quite substantial. In the critical role of providing retirement iz-
come, the shift from defined-benefit plans to defined-contributic=
plans forces individuals to take increased responsibility for retiremen-
investment decisions, placing mutual funds in an ever-more-signiz-
cant position in the investment world.

_Conventional wisdom dictates that retail investors fare best by ex-
trusting funds to the ifivestnent professionals who actively manags

mittual funds, instead of trying to compete with far more sophist:-
cated players in creating portfolios of individually selected securities.
Proponents of mutual-fund investing hold that by pooling funds witt
like-minded investors, mutual-fund owners gain access to market-
beating investment management that would otherwise be unavailable
to small investors. The economies of scale gained by combining thou-
sands of individual accounts benefit all participants.

Unfortunately, the conventional wisdom proves less than wise. Ac-
tively managed mutual funds consistently fail to produce superior ie-
turns./Pre-tax returns fall short of the market-mimicking; passively
managed alternative by a substantial margin. Taxes cause actively man-
aged portfolios to produce even more dismal shortfalls. When taking
sales charges into consideration, the failure of actively managed mu-
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of the term). Some index fund managers "sample” the market of choice, rather than hold all the
securities in market proportions. Some may even charge high enough fees to bring their total
costs to equal or exceed those of active managers.

¢ Second, active managers may not fully represent the "non-passive"” component of the market in
question. For example, the set of active managers may exclude some active holders of securities
within the market (e.g., individual investors). Many empirical analyses consider only
"professional” or "institutional" active managers. It is, of course, possible for the average
professionally or institutionally actively managed dollar to outperform the average passively
managed dollar, after cost. For this to take place, however, the non-institutional, individual
investors must be foolish enough to pay the added costs of the institutions' active management
via inferior performance. Another example arises when the active managers hold securities from
outside the market in question. For example, returns on equity mutual funds with cash holdings
are often compared with returns on an all-equity index or index fund. In such comparisons, the
funds are generally beaten badly by the index in up markets, but sometimes exceed index
performance in down markets. Yet another example arises when the set of active mangers
excludes those who have gone out of business during the period in question. Because such
managers are likely to have experienced especially poor returns, the resulting "survivorship

bias" will tend to produce results that are better than those obtained by the average actively
managed dollar.

¢ Third, and possibly most important in practice, the summary statistics for active managers may
not truly represent the performance of the average actively managed dollar. To compute the
latter, each manager's return should be weighted by the dollars he or she has under management
at the beginning of the period. Some comparisons use a simple average of the performance of all
managers (large and small); others use the performance of the median active manager. While the
results of this kind of comparison are, in principle, unpredictable, certain empirical regularities
persist. Perhaps most important, equity fund managers with smaller amounts of money tend to
favor stocks with smaller outstanding values. Thus, de facto, an equally weighted average of
active manager returns has a bias toward smaller-capitalization stocks vis-a-vis the market as a
whole. As a result, the "average active manager" tends to be beaten badly in periods when
small-capitalization stocks underperform large-capitalization stocks, but may exceed the
market's performance in periods when small-capitalization stocks do well. In both cases, of
course, the average actively managed dollar will underperform the market, net of costs.

To repeat: Properly measured, the average actively managed dollar must underperform the average
passively managed dollar, net of costs. Empirical analyses that appear to refute this principle are guilty
of improper measurement.

This need not be taken as a counsel of despair. It is perfectly possible for some active managers to beat
their passive brethren, even after costs. Such managers must, of course, manage a minority share of
the actively managed dollars within the market in question. It is also possible for an investor (such as a
pension fund) to choose a set of active managers that, collectively, provides a total return better than
that of a passive alternative, even after costs. Not all the managers in the set have to beat their passive
counterparts, only those managing a majority of the investor's actively managed funds.

https:fistanford.eduf~wisharpefartfactivefactive htm 1117122, 9:24 PM
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60 Years Later, Burton Malkiel Hasn’t
Changed Views on Indexing

The author of the classic “A Random Walk Down Wall Street” still believes the markets
are very hard for any individual to beat.

By Daniel Akst

Fifty years ago this January, an economist named Burton Malkiel published a book calling
for an innovation on bebalf of the small investor. “What we need,” he wrote, “is a no-load,
minimum-management-fee mutual fund that simply buys the hundreds of stocks making
up the broad stock-market averages and does no trading from security to security in an
attempt to catch the winners.”

Hard as it may be to believe, index investments weren’t readily available to the average
saver in those days. But Dr. Malkiel was convinced that active management couldn’t

consistently beat passive index investing. And in 1976 Vanguard came out with just the
kind of fund he advocated. Today the sum of indexed assets is now in the trillions, and



index funds, he reports, “account for more than 40% of the total invested in mutual funds
and ETEs.”

Dr. Malkiel, 90 years old, still says index investing beats other approaches, and he has
half a century of additional data to bolster his case, which he does in a 50th- anniversary
edition of the book to be published in January. By now an investing classic, “A Random
Walk Down Wall Street” has been updated to cover the many financial innovations {from
exchange-traded funds to Ethereum) since it was first published. The book retains its
author’s trademark blend of erudition and wit—and his insistence that markets really are
efficient. The Wall Street Journal spoke with Dr, Malkiel about active vs. passive
investing, his lifelong penchant for betting, and the contention of erities that indexing

could be socially harmful. The conversation was held via Zoom; an edited transcript
follows.

WSJ: Burt, your book recounts some of history’s worst investing manias and crashes,

suggesting that stock prices are given to mad excesses in both directions. So how can you
say the stock market is “efficient”?

DR. MALKIEL: What I mean by efficient is that information gets reflected quite rapidly.
It doesn’t mean that prices are always right or even sane. The trouble is, nobody knows
for sure whether they’re too high or too low. Even in some of the worst bubbles, some very
smart people said prices made sense. And when Alan Greenspan made his famous
“irrational exuberance” speech in 1996, he was years too early. You’d have been better off
ignoring him,

The point is, nobody knows. And that leads to what is, I think, the essential part of
efficient markets: that there are no arbitrage opportunities, no easy way to make money,
without taking on a good deal of risk. The result is that markets become very, very hard
for any investor to beat. Only 2 handful of outliers, like Warren Buffett, have done it
consistently, and even they flag sooner or later, It’s almost impossible to predict who will
succeed going forward. Buffett himself recommends indexing.

WSJ: And you still believe indexing is the best way for people to invest in stocks?

DR. MALKIEL: Oh, without doubt, because it works. Each year about two-thirds of
active managers underperform the index, and those who outperform in one year are not
the same as those who outperform in the next. S&P does something called Spiva, in which
they compare the S&P indexes with active managers. And what it shows is that over a 10-
year period, roughly 0% of domestic stock funds, for example, are outperformed by the
index,



WSJ: If indexing is so great, how is it that endowments like the one at your own Princeton
University use active management and end up capturing huge market gains while avoiding
the worst drawdowns?

DR. MALKIEL: First, they learned from David Swensen, who ran Yale’s endowment, that
you can get paid for illiquidity, and institutions like Princeton have endless time horizons
to capture this additional premium, Second, they often do not mark to market these
illiquid private investments, which makes their returns look more stable. And third, they
have access to rare talents and investments that the rest of us can’t touch.

WSJ: You advocate indexing, dollar-cost averaging and diversification, and you make
mincemeat of such practices as technical analysis, ESG and “smart beta.” You see
cryptocurrencies as too risky. Yet you’re also an inveterate gambler. Do you buy individual
stocks?

DR. MALKIEL: Look I don’t think a person who has spent one’s academic and
professional life working in markets would do this without some kind of gambling instinct.
I grew up a poor kid in the Roxbury section of Boston, during the Depression. And I knew
the price of General Motors stock as well as Ted Williams’s batting average. I've always
liked gambling; it’s fun. So yes, I buy individual stocks. Do I think that I am making a
bigger rate of return than through index funds? I’ve never calculated it, but probably not.
Will I continue to do it? Absolutely. Because it’s fun! And I read Barron’s and plow
through The Wall Street Journal every day, because I enjoy it.

And I do all this knowing that it’s not very risky for me because I have a good strong
retirement fund from my time at Princeton and my service on corporate boards, and that
money is 100% indexed. As long as your core retirement portfolio is indexed, you can play
around on the margins without much harm.

WSJ: Let’s talk about the social cost of indexing. Indexing succeeds by free-riding on the
costly research and price-finding activities of active investors. What if everybody did it?
Would we even have a stock market? How would we allocate capital? Doesn’t indexing
reward mediocrity and excellence equally?

DR. MALKIEL: We don’t have too much indexing; we have too much active management.
I think the market could function fine with just 2% or 3% of investors being active and
making sure that information was reflected properly in prices.

WSJ: Other critics argue that, by giving just a handful of giant money managers major
holdings in all our leading companies, ownership will prefer stasis to competition. And

then there’s also the sheer concentration of power. Charlie Munger recently said of



BlackRock’s CEO, “I think the world of Larry Fink, but I’m not sure I want him to be my
emperor.”

DR. MALKIEL: People have suggested that big indexers would encourage a kind of
collusion because they own, say, big stakes in all the airlines rather than just one. But it’s
not happening yet and seems quite far-fetched. I was on the board of Vanguard for 28
years and never saw any such thing, But I think in the future, there may very well be issues
of whether the investment companies should be allowed to vote the shares they control
without taking account of the opinions of the ultimate shareholders they are investing for.
To some extent, there’s too much reliance on the services that tell institutional investors
how to vote. I think it’s not a big problem yet, but could be as the concentration gets even
greater.

Mr. Akst, who prepares the Journal’s weekly news quiz, is a writer in New York’s Hudson
Valley. He can be reached at reports@wsj.com.

Investing Monthly

The Best Places to Get Income in the Bond Market Now

90 Years Later, Burton Malkiel Hasn’t Changed Views on Indexing

How to Enjoy Retirement, but Still Leave a Good Nest Egg for Your Children
How to Use ETFs to Create a Fixed-Income Portfolio

When Is the Best Time of Day to Buy an ETF?

AARP-Branded Medicare Drug Plan Is Too Costly for Many Retirees, Critics Say
In Bond Investing, ‘Yield’ Can Be Calculated in Many Ways

How the Chips Act Could Benefit Tech Stocks and Investors

The Best Ways for Couples to Manage Finances

Retirees Spend a Lot of Time and Money to Buy ‘Forever Home.” Then They Sell It.
15 Ways Consumers Can Deal With—and Even Benefit From—Rising Inflation

The Best Retirement Spending Advice From Our Readers



2
L
I~
w
Z
a4
[
o

MA]

PETER L




poun aapduios S oy addor noisoap e ferdodin Tpagpe stimopi
JUYD SC SME[) HELIEY LINS 1O SEITUIIE 048 SHILUIEUT SOIAB|
~e1uou s oyet a3 tio azreaicdes ued nndaos o sdesad *Ay
Jo 22195p Aue yam 13your aUo sSINTIN0 03 I[GLUN L SIOIIAW |
gsed a) un sem
3T uey) 3nogyIp 21oux ey st a19ys Surkess pue s A Jo peatje dun
-308 *Aaanoe jojrewn SUNBURUOP SI0ISIAUT [BUOTININSUT PIULIOJUL-[[am
pue ‘pateonsmydos ‘oS1e) yaim ‘Aepol ,,,'S)202S JO UOLDIIS WOPUNL
Apind € yBnoy) paaamyoe u3aq 9AEY PO, saTuEdUIOd IdUEINSUL O1||
Aq paasmyoe SIMSaT Y3 JEY) PUE ‘SISEDIIOJ [EN3IE JO SILIIS € JO 3$9q 1) 3
poo3 se 1snf seam yoap sieudoidde ue woy spaes Surmerp Aq opeur nsed
-310] WOPUEI JO SLIIS E JO 153q 3Y) ILY) PIpN[duod sa[mo)) “sarueduion
soueinsul 21y Suipeat fHuamy £q s189A InOJ 3940 SpEU 3[ES PUT ISEID
-1nd Ax2a3 se [[om se soo1A1as [epoueuy parund Jo saquinu 33ze] € uwd
-202 Apnys € paystqnd ‘Te[oyas IMIILLUE JUBI[[LI] & pue 10153AUT Afifeam
© ‘s9[MOD) PRIV ‘CE6T Ul “uaaned siy) Inoqe mau SurygIou Sty
‘atun jo spoizad Suo[ I9AC 1DUULM JUIISISUOD € UIIQ ey JRE
33 Inq ‘uespd se Jou 21e spoued Iatprea 10§ wlEp Y3 AMsodwo) OO
a%S paFeuriuun 91 SYoEN YIIYM ‘punj eranw QS Xopu] prenSue
st pauntopsadiapun spuny L1nba paSeuvw A[panoe [[e Jo %8/, ‘dwexs
10J ‘aproap ased ays IPAQ QOO [[95SNY SY3 10 000G SIS 3 31
SIXIPUL JIPLOI UIAD 10 O0G RS Y 2{I[ SIXIPUI 19}Ie pumyaq Jey
0) W22s—A[oYM ¢ St JoxIctu M woy uonisodwuod ur 1PIp sofopzod
asoym pue s1o301d-3003s aq 01 modind oYM $10353AUI—SIDTEURLI JUIW
-1S9AWI 9ATIDE ‘Uni SUO[ ) I3AQ) "PEIYNIO[Q §,MOIIOWIO] UIYO ST 012y
s Aepo, "uoTysy JUISISUOD 10 JUUIALOS AUE U 13Tj0UE U0 SuTLIo)
-1adino Aynotgip 18213 JATy 03 WIIDS SI0ISIAUL ‘P[IOM [e31 343 U]
“UIMa1 JO 9)EI SLES SY) LILD P[NOM SIOISIAUL [[¢ “NSH JO [043] AuE 1Y
-parojdxa aq pinom ssurumoddo [Ty "3[oym e se 193TEW 31 uLojIad
-1N0 P[nO3 SUO ON] “I0M P[NIOM 193[IEUI [euonel A[[NF B MOY STIEYT,
"UOIYSE] WOPUET Ul SIALLIE UOTIEWIIOJUL M3U pUE ‘I[qe[ieae
2WED5q UONBUIOJUT Mau udym A[uo aSueyd prnom saoud ISIAIYIO
‘uonEN{eA [euonel e 0) yoeq $30ud SulAup 919m SIOISIAUT PIULIOFUT
-19112q st mof Surpes pue ySry Surdng dn pus pinom Aoy ‘101aeyaq
[FUOREIOU ©) PIqUNONS SIOISPAUL M3J € eyl 3udA3 ApPYrun It
U] "IILOLU STUES 3|1 B UOMEULIOJUT SULES 3 JO uoLssassod ur suok1ans
0} DluEs Y3 JOO[ PlNOM s J0j Siuvunsnlpe pue suInIA p21oadx?
‘ssa201d SuyuIy) [euonel [EINUSPT 3P YINOoIY3 UM STOISIAUL [[E J]

£L63 arjo g AioayJ ayJ

L E T TR LR
U O SOA O3 PR K2HE0E00. LU0 3301 J¢ LEdL) Ly acy)
RS Ao _r:u.__..._,.ﬁ:_ D PO BORIISSE Py syp,

‘[opoull [EuonEl 3y} 03 SUEIOJUOD IOt
AvLaQ S 9ICUL D) ‘SIUNOD AT SISYAN ITeW Ip W souasaxd 1e3 Jo
2IUDPIAD [2NU OS ST 1Y) y3n0oy) USAS ‘SI03SIAUT [EUOTIeUT asurede Sun
1 Aq ayoxd o3 senrunazeddo a3y A13A 21 2X9Y) 1EY) SUEIUT , SIUNOI I
2y, 3 yBnoay SulsInod SIe $3210) [eUOHEL Auew 12 2zIuB0091
om y3nOYI USA3 [EUORET ST IIRTEUL Y JEY3 SWNSSE e se asnl jy3ru
am “oBejueape ue 9pia0id 0 JOTI] 003 IE 10 ‘SIA[ISUA jussaxd jou op
sonrumaoddo asoys J] "991[0d A109 ], U3 WO UNI 33 UO S103SALH Jjo
_z...u.:n 1reyd € 22§35 03 10 ‘PrEW PIO Y3 UO ssed o3 ‘dyug Aes 03 $10352AU1
jeuones 10 saptunyoddo ssajpu? apraoid pinoys Iotelaq [EUOREIUOY
10 9ouapeasrd oYy SHUNOD I IIYM ‘sreasad Krpeuonel y3nowy st $108
JOYIEUL DY IIYIFYA SUTLIZIP 03 1523 ® 515083 ns Joydeyawr 5, 59Uk
51,5308 DISIILL Y] UYL JPSWITU
10} JTEYD € SINDIS OYM “JIAO SI sured oy 230§9q I0qydiau Sy O PIEA
PIO ayp sassed ot ‘33¢] 003 10U UOOS 003 1THIU dpug sAes OUM JOIDIA §
2y Yoty ui swnsed e—sIreyD) eSS JO ‘pre pIO jo ‘deug jo Jwred
eads 03 08 * * *,, ‘SE JOTEU D0 Y3 SIGUISIP saukay ‘Aauopyy puv Jsalat;
quamiopduig fo lroay ] praauay 3y J, Ul a3essed snowej € U] ,'SIUNOD A[E31)
215yMm,, Aes 03 SuESW 31 JELA JO BOTIUGIP astoa1d e sapracad soukany
sysu SurBeuew 10§ saousnbasuod ap 1€ JEYM ‘ased 3Y
ST e 1 ‘PUY ¢, SIUNOD A[[ea1 31 233YMm,, Les 01 ueau 1T s30P JeUM
"pajreAldL:
Karpeuone1 ySnoys sp 19e—sUN0D A[[eal If A1YM—IRIE aya “farpeuont
jo souegsp ur Sumnde 03 kang pesyd A[pesa pinom sI0ISIAUL JO SUC
-[rur y3noys usayg ¢ 30 Ajewroue 3597818 23 03 AWOD IM MON
-os10A1p pue ‘Burmoid ‘adie
A3rAno® JeY) UO SIMEIN] YL, "IOIATYI] [CUORTE JO sidaoaad ays Sum
o1 Jo 30€ 2y uy adoad Surpuayaadde up 20104 A109G L 343 JO DU
~[Ip 343 3O Uy € A[uo saat3 121dey sigy ut pajuasaid 3oUIPIAd Y L,

@

,-I9MSUE 31 3G ISTUL JI3P2 JUITUMOPUD ay
-wra ure[dxa SUL{EW-UOISIIIP 103$AUT [EUOKES JO $211031]3 P[nod 10

ALNIVLYIONN ONIYMO1dXY :371139 40 sITWDIA 9¢



Subcommittee Approved: 11-14-18
Board Approved: 12-5-18

Westfield State University
Board of Trustees

Investment Subcommittee Charge
Of Finance and Capital Assets Committee

Introduction:

The Westfield State University Board of Trustees will form a subcommittee of the Finance and
Capital Assets Committee to provide investment oversight for university investments. While
the university has an investment policy and low risk investments, a more structured and
performance focused investment approach is desired which may result in additional resources
for the university.

Goal:

To leverage available cash resources, through a prudent investment policy and long-term asset
allocation, which yields additional investment income for the university.

Charge:
1. To provide guidance and input in the selection of an investment advisor.

2. Review and update the Westfield State University Investment Policy and authority
under the general laws of the Commonwealth of Massachusetts.

3. Review financial performance of the investment portfolio.
4. Utilize best practices to benchmark investment strategies.

5. Provide regular updates to the Finance and Capital Assets Committee and/or the Board
of Trustees as is necessary or required.



Westfield

STATE UNIVERSITY

Board of Trustees

February 7, 2023

MOTION

To extend the current investment advisor contract with Cl Eaton Private Wealth, formerly
known as Eaton Vance WaterOak Advisors and Eaton Vance Investment Counsel, from July 1,
2023, through June 30, 2024.

The current contract with Cl Eaton Private Wealth is for three years with the possibility of two,
one-year extensions. This would be the second, one-year extension.

The University will develop a request for proposal (RFP) for investment advisor services which
will go out to bid in fiscal year 2024 (FY24), based on the Investment Policy that is in place at
the time of the bidding process.

Robert A. Martin, Ph.D., Chair Date
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