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Three Ways to Run a Fund

@ Cost

minimizer

@ Diversity

seeker

exploiter
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Asset allocation

Mainly equities & bonds

(eg 60% equities, 40% bonds)

Diversity: >15% outside

equities and bonds
(eg 40% equities, 20% absolute
return, 40% bonds)

Diversity: >30% outside
equities and bonds

(eg 20% equities, 40% absolute
return, 40% bonds)

Managers

Mainly passive

Passive and active

Very active:
active risk ~ 20%
of total risk

1

© 2010 Towers Watson. All rights reserved. Proprietary and Confidential. For Towers Watson and Towers Watson client use only.



Three Levels of Fund Governance

Governance Is: X Y&l Organizational Effectiveness
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