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Real Returns, 1913-2013
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199 10 Year Real Returns (Median)
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Non-U.S. bonds are the world’s largest asset class

Global investable market components, 1995 — March 2013
100% 1
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80%

B Global Bonds ®USBonds *Global Equities US Equities

Notes: Global bonds are represented by the Barclays Capital Global Aggregate ex-USD Bond Index through July 2001 and by that index plus the Barclays
Capital Global Emerging Markets Index thereafter. U.S. bonds are represented by the Barclays Capital U.S. Aggregate Bond Index. U.S. stocks are represented
by the MSC! USA Investable Market Index. Global equities are represented by the MSCI Al-Country World Investable Market Index ex USA.

Saurces: Thomson Reuters Datastream, Barclays Capital, MSCI and Vanguard. Data through March 31, 2013.
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Relative sizes of world stock markets, end-1899
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Figure 2
Relative sizes of world stock markets, end-2014
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Country equity capitalization proportions in the 22-country world equity index, 1900-2012

Source: Eiroy Dimson, Paul Marsh, and Mike Staunten, DMS database
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Nominal Returns Global
1973-2013 T-Bills Bonds Stocks 60 /40 60/40
Returns 5.27% 7.74% 10.21% 9.60% 10.02%
Volatility 0.97% 8.43% 15.57% 10.20% 9.90%
Sharpe 0.00 0.29 0.32 0.42 0.48
Max Drawdown 0.00% -15.79% -50.95% -29.28% -35.20%
Real Returns Global
1973-2013 T-Bills Bonds Stocks 60 /40 60/40
Returns 0.99% 3.34% 5.71% 5.13% 5.54%
Volatility 1.24% 8.73% 15.74% 10.46% 10.14%
Sharpe 0.00 0.27 0.30 0.39 0.45
Max Drawdown 0.00% -44.75% -54.12% -39.35% -36.74%
Real Returns Global
1973-1981 T-Bills Bonds Stocks 60 /40 60/40
Returns -0.71% -5.08% -3.92% -4.05% -2.09%
Real Returns Global
1982-2013 T-Bills Bonds Stocks 60 /40 60/40
Returns 1.48% 5.85% 8.61% 7.88% 7.80%
Real Returns Global
1973-2013 T-Bills Bonds Stocks 60 /40 60/40
1970s -1.55% -4.23% -5.26% -4.56% -1.98%
1980s 3.81% 7.22% 11.67% 10.28% 11.37%
1990s 1.95% 4.87% 14.71% 10.89% 8.88%
2000s 0.19% 3.92% -3.38% -0.04% 1.67%
2010s -1.82% 2.17% 13.73% 9.44% 6.36%
Volatility 2.38% 4.33% 9.78% 7.05% 541% |,
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US Large Cap Stocks S&P 500
US Small Cap Stocks French Fama Small Cap
Foreign Developed |[Stocks MSCI EAFE
Foreign Emerging |Stocks MSCI EEM
Corporate Bonds Stocks/Bonds |Dow Jones Corporate
T-Bills Bonds U.S. bills
10 Year Bonds Bonds U.S. 10-year bonds
30 Year Bonds Bonds U.S. 30-year bonds
10 Year Foreign Bonds |Bonds Foreign 10-year bonds
TIPS Real Assets |Barclays
Commodities Real Assets  |GSCI
Gold Real Assets |GFD
REITs Real Assets  |NAREIT
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Nominal Returns us us Foreign | Foreign
1973-2013 Large Small EAFE EEM
Returns 10.21% | 11.71% | 9.49% | 12.05%
Volatility 15.57% | 18.90% | 17.49% | 22.05%
Sharpe 0.32 0.34 0.24 0.31
Max Drawdown -50.95% | -51.93% | -56.40% | -61.44% |,




Nominal Returns  |Corporats uUsS uUsS Foreign
1973-2013 Bonds T-Bills | 10Year | 30Year | 10Year
Returns 9.29% 5.27% 7.74% 8.03% 8.54%
Volatility 6.62% 0.97% 8.43% 12.84% 7.52%
Sharpe 0.61 0.00 0.29 0.21 0.43
Max Drawdown -20.08% | 0.00% | -15.79% | -25.84% -15.21%!
Nominal Returns
1973-2013 TIPS GSCI REITs Gold
Returns 7.66% 8.08% 9.49% 7.36%
Volatility 6.32% 20.37% | 18.05% | 20.88%
Sharpe 0.38 0.14 0.23 0.10
Max Drawdown -11.89% | -67.65% | -67.88% -64.97%!
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Real Returns us us Foreign | Foreign
1973-2013 Large Small EAFE EEM
Returns 5.71% 7.16% 5.03% 7.50%
Volatility 15.74% | 19.04% | 17.65% | 22.11%
Sharpe 0.30 0.32 0.23 0.29
Max Drawdown -54.12% | -60.01% | -57.07% | -61.98% I




Real Returns Corporats uUsS uUsS Foreign
1973-2013 Bonds T-Bills | 10Year | 30Year | 10Year
Returns 4.84% 0.99% 3.34% 3.60% 4.12%
Volatility 6.97% 1.24% 8.73% 13.21% 7.76%
Sharpe 0.55 0.00 0.27 0.20 0.40
Max Drawdown -39.17% | -12.54% | -44.75% | -61.18% -32.6896!

Real Returns

1973-2013 TIPS GSCI REITs Gold

Returns 3.29% 3.73% 5.03% 3.01%

Volatility 6.40% | 20.19% | 18.18% | 20.77%

Sharpe 0.36 0.14 0.22 0.10

Max Drawdown -22.33% | -66.40% | -69.26% —84.59%!
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Nominal Returns us us Foreign | Foreign | Corporate us us Foreign

1973-2013 Large Small EAFE EEM Bonds T-Bills | 10Year | 30Year | 10 Year TIPS GSCI REITs Gold
Returns 10.21% | 11.71% | 9.49% | 12.05% 9.29% 5.27% 7.74% 8.03% 8.54% 7.66% 8.08% 9.49% 7.36%
Volatility 15.57% | 18.90% | 17.49% | 22.05% 6.62% 0.97% 8.43% 12.84% 7.52% 6.32% 20.37% | 18.05% | 20.88%
Sharpe 0.32 0.34 0.24 0.31 0.61 0.00 0.29 0.21 0.43 0.38 0.14 0.23 0.10
Max Drawdown -50.95% | -51.93% | -56.40% | -61.44% | -20.08% 0.00% | -15.79% | -25.84% | -15.21% | -11.89% | -67.65% | -67.88% [ -64.97%
Real Returns us us Foreign | Foreign | Corporate us us Foreign

1973-2013 Large Small EAFE EEM Bonds T-Bills | 10Year | 30 Year | 10 Year TIPS GSCI REITs Gold
Returns 5.71% 7.16% 5.03% 7.50% 4.84% 0.99% 3.34% 3.60% | 4.12% 3.29% 3.73% 5.03% 3.01%
Volatility 15.74% | 19.04% | 17.65% | 22.11% 6.97% 1.24% 8.73% | 13.21% | 7.76% 6.40% | 20.19% | 18.18% | 20.77%
Sharpe 0.30 0.32 0.23 0.29 0.55 0.00 0.27 0.20 0.40 0.36 0.14 0.22 0.10
Max Drawdown -54.12% | -60.01% | -57.07% | -61.98% | -39.17% | -12.54% | -44.75% | -61.18% | -32.68% | -22.33% | -66.40% | -69.26% | -84.59%
Real Returns us us Foreign | Foreign | Corporate us us Foreign

1973-1981 Large Small EAFE EEM Bonds T-Bills | 10Year | 30Year | 10Year TIPS GSCI REITs Gold
Returns -3.92% 1.43% -1.22% 4.29% -3.79% -0.71% | -5.08% | -8.65% | -2.66% 0.49% 3.27% -2.28% | 13.02%
Real Returns us us Foreign | Foreign | Corporate us us Foreign

1982-2013 Large Small EAFE EEM Bonds T-Bills | 10Year | 30Year | 10 Year TIPS GSCI REITs Gold
Returns 8.61% 8.85% 6.87% 8.45% 7.41% 1.48% 5.85% 7.34% 6.13% 4.10% 3.87% 7.19% 0.37%
Real Returns us us Foreign | Foreign | Corporate us us Foreign

1973-2013 Large Small EAFE EEM Bonds T-Bills | 10Year | 30Year | 10 Year TIPS GSCI REITs Gold
1970s -5.26% | -0.05% | -1.59% | 5.05% -2.05% -1.55% | -4.23% | -7.64% | -0.84% | 0.83% 9.66% -4.58% | 25.45%
1980s 11.67% | 11.72% | 16.65% | 11.58% 9.20% 3.81% 7.22% 7.89% 6.48% 4.49% 5.23% 6.98% -7.57%
1990s 14.71% | 12.27% | 4.22% 7.82% 5.50% 1.95% 4.87% 5.98% 6.95% 2.38% 0.95% 4.97% -6.71%
2000s -3.38% | 2.49% -0.92% | 7.33% 4.93% 0.19% 3.92% 5.11% 4.09% 5.03% 2.58% 7.45% | 11.40%
2010s 13.73% | 8.11% 6.49% 1.16% 4.47% -1.82% | 217% | 4.13% 0.13% 2.40% -0.33% | 12.00% | 0.49%
Volatility 9.78% 5.51% 7.37% 3.83% 4.07% 2.38% 4.33% 6.16% 3.58% 1.72% 3.96% 6.12% | 13.91% ||
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Nominal Returns All

1973-2013 T-Bills Bonds Stocks Seasons Risk Parity
Returns 5.27% 7.74% 10.21% 9.50% 9.21%
Volatility 0.97% 8.43% 15.57% 8.24% 6.48%
Sharpe 0.00 0.29 0.32 0.51 0.61
Max Drawdown 0.00% -15.79% -50.95% -14.59% -14.41%
Real Returns All

1973-2013 T-Bills Bonds Stocks Seasons Risk Parity
Returns 0.99% 3.34% 5.71% 5.04% 4.76%
Volatility 1.24% 8.73% 15.74% 8.56% 6.78%
Sharpe 0.00 0.27 0.30 0.47 0.56
Max Drawdown 0.00% -44.75% | -54.12% | -28.77% -24.77%
Real Returns All

1973-1981 T-Bills Bonds Stocks Seasons Risk Parity
Returns -0.71% -5.08% -3.92% -2.83% -2.20%
Real Returns All

1982-2013 T-Bills Bonds Stocks Seasons Risk Parity
Returns 1.48% 5.85% 8.61% 7.38% 6.82%
Real Returns All

1973-2013 T-Bills Bonds Stocks Seasons Risk Parity
1970s -1.55% -4.23% -5.26% -1.39% -0.74%
1980s 3.81% 7.22% 11.67% 8.54% 8.50%
1990s 1.95% 4.87% 14.71% 6.61% 5.27%
2000s 0.19% 3.92% -3.38% 4.19% 4.40%
2010s -1.82% 2.17% 13.73% 6.02% 4.85%
Volatility 2.38% 4.33% 9.78% 3.79% 3.32% |
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Nominal Returns

1973-2013 T-Bills Bonds Stocks Permanent
Returns 5.27% 7.74% 10.21% 8.53%
Volatility 0.97% 8.43% 15.57% 7.29%
Sharpe 0.00 0.29 0.32 0.45
Max Drawdown 0.00% -15.79% -50.95% -12.74%
Real Returns

1973-2013 T-Bills Bonds Stocks Permanent
Returns 0.99% 3.34% 5.71% 4.12%
Volatility 1.24% 8.73% 15.74% 7.48%
Sharpe 0.00 0.27 0.30 0.42
Max Drawdown 0.00% -44.75% | -54.12% -23.62%
Real Returns

1973-1981 T-Bills Bonds Stocks Permanent
Returns -0.71% -5.08% -3.92% 0.92%
Real Returns

1982-2013 T-Bills Bonds Stocks Permanent
Returns 1.48% 5.85% 8.61% 5.05%
Real Returns

1973-2013 T-Bills Bonds Stocks Permanent
1970s -1.55% -4.23% -5.26% 3.20%
1980s 3.81% 7.22% 11.67% 4.61%
1990s 1.95% 4.87% 14.71% 4.12%
2000s 0.19% 3.92% -3.38% 3.91%
2010s -1.82% 2.17% 13.73% 4.80%
Volatility 2.38% 4.33% 9.78% 0.63%
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2014 composition of global capital markets
(USD 153 trn)

Source: Thomson Reuters, World Federation of Exchanges, BiS, Credit Suisse research
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Nominal Returns

1973-2013 T-Bills Bonds Stocks GMP
Returns 5.27% 7.74% 10.21% 9.90%
Volatility 0.97% 8.43% 15.57% 8.45%
Sharpe 0.00 0.29 0.32 0.55
Max Drawdown 0.00% -15.79% -50.95% -26.87%

Real Returns

1973-2013 T-Bills Bonds Stocks GMP
Returns 0.99% 3.34% 5.71% 5.42%
Volatility 1.24% 8.73% 15.74% 8.76%
Sharpe 0.00 0.27 0.30 0.50
Max Drawdown 0.00% -44.75% | -54.12% | -34.10%

Real Returns
1973-1981 T-Bills Bonds Stocks GMP
Returns -0.71% -5.08% -3.92% -2.97%

Real Returns
1982-2013 T-Bills Bonds Stocks GMP
Returns 1.48% 5.85% 8.61% 7.92%

Real Returns

1973-2013 T-Bills Bonds Stocks GMP
1970s -1.55% -4.23% -5.26% -2.56%
1980s 3.81% 7.22% 11.67% 10.65%
1990s 1.95% 4.87% 14.71% 7.89%
2000s 0.19% 3.92% -3.38% 3.13%
2010s -1.82% 2.17% 13.73% 6.59%
Volatility 2.38% 4.33% 9.78% 5.08% |
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Nominal Returns

1973-2013 T-Bills Bonds Stocks GMP GAA
Returns 5.27% 7.74% 10.21% 9.90% 9.90%
Volatility 0.97% 8.43% 15.57% 8.45% 7.99%
Sharpe 0.00 0.29 0.32 0.55 0.58
Max Drawdown 0.00% -15.79% -50.95% -26.87% -26.72%
Real Returns

1973-2013 T-Bills Bonds Stocks GMP GAA
Returns 0.99% 3.34% 5.71% 5.42% 5.43%
Volatility 1.24% 8.73% 15.74% 8.76% 8.25%
Sharpe 0.00 0.27 0.30 0.50 0.54
Max Drawdown 0.00% -44.75% | -54.12% | -34.10% | -27.45%
Real Returns

1973-1981 T-Bills Bonds Stocks GMP GAA
Returns -0.71% -5.08% -3.92% -2.97% -1.55%
Real Returns

1982-2013 T-Bills Bonds Stocks GMP GAA
Returns 1.48% 5.85% 8.61% 7.92% 7.50%
Real Returns

1973-2013 T-Bills Bonds Stocks GMP GAA
1970s -1.55% -4.23% -5.26% -2.56% -0.34%
1980s 3.81% 7.22% 11.67% 10.65% 9.57%
1990s 1.95% 4.87% 14.71% 7.89% 6.90%
2000s 0.19% 3.92% -3.38% 3.13% 3.71%
2010s -1.82% 2.17% 13.73% 6.59% 6.06%
Volatility 2.38% 4.33% 9.78% 5.08% 3.73%
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US Large Cap Stocks 10%
US Small Cap Stocks
Foreign Developed |Stocks 10%
Foreign Emerging |Stocks
Corporate Bonds |Stocks/Bonds 20%
T-Bills Bonds
10 Year Bonds Bonds
30 Year Bonds Bonds 10%
10 Year Foreign Bonds|Bonds 20%
TIPS Real Assets 10%
Commodities Real Assets 10%
Gold Real Assets
REITs Real Assets 10% !

PHP&NBBVP'3!:;*1&0Q4*=1<BIK#&1!1*)4Q!V13(1BRE3<

=$J+-#IGILI&UUZ0!%Y 1UU!- ZMIBEOI!

Real Returns

——Stocks

—Arnott

—Bonds

—T-Bills

400

40

1972
1974
1975
1976
1977
1978
1979
1980
1981
1982
1983
1984
1985
1987
1988
1989
1990

1991
1992
1993
1994
1995
1996
1998
2000
2001
2002
2003
2004
2005
2006
2007
2008
2009

1997
2010
2011
2013

/l



Nominal Returns

1973-2013 T-Bills Bonds Stocks Arnott
Returns 5.27% 7.74% 10.21% 9.50%
Volatility 0.97% 8.43% 15.57% 7.19%
Sharpe 0.00 0.29 0.32 0.59
Max Drawdown 0.00% -15.79% -50.95% -27.17%
Real Returns

1973-2013 T-Bills Bonds Stocks Arnott
Returns 0.99% 3.34% 5.71% 5.04%
Volatility 1.24% 8.73% 15.74% 7.44%
Sharpe 0.00 0.27 0.30 0.54
Max Drawdown 0.00% -44.75% | -54.12% | -25.96%
Real Returns

1973-1981 T-Bills Bonds Stocks Arnott
Returns -0.71% -5.08% -3.92% -1.88%
Real Returns

1982-2013 T-Bills Bonds Stocks Arnott
Returns 1.48% 5.85% 8.61% 7.28%
Real Returns

1973-2013 T-Bills Bonds Stocks Arnott
1970s -1.55% -4.23% -5.26% -0.81%
1980s 3.81% 7.22% 11.67% 8.86%
1990s 1.95% 4.87% 14.71% 9.78%
2000s 0.19% 3.92% -3.38% 0.34%
2010s -1.82% 2.17% 13.73% 7.91%
Volatility 2.38% 4.33% 9.78% 5.04%
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US Large Cap Stocks 13%
US Small Cap Stocks
Foreign Developed |Stocks 8%
Foreign Emerging |Stocks 4%
Corporate Bonds |Stocks/Bonds
T-Bills Bonds
10 Year Bonds Bonds 25%

30 Year Bonds Bonds
10 Year Foreign Bonds|Bonds

TIPS Real Assets
Commodities Real Assets
Gold Real Assets 25%
REITs Real Assets 25% !
?#P&N1B!"A@"



Real Returns
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Nominal Returns

1973-2013 T-Bills Bonds Stocks Marc Faber
Returns 5.27% 7.74% 10.21% 9.72%
Volatility 0.97% 8.43% 15.57% 9.73%
Sharpe 0.00 0.29 0.32 0.46
Max Drawdown 0.00% -15.79% -50.95% -28.14%
Real Returns

1973-2013 T-Bills Bonds Stocks Marc Faber
Returns 0.99% 3.34% 5.71% 5.26%
Volatility 1.24% 8.73% 15.74% 9.86%
Sharpe 0.00 0.27 0.30 0.43
Max Drawdown 0.00% -44.75% | -54.12% -28.70%
Real Returns

1973-1981 T-Bills Bonds Stocks Marc Faber
Returns -0.71% -5.08% -3.92% 2.25%
Real Returns

1982-2013 T-Bills Bonds Stocks Marc Faber
Returns 1.48% 5.85% 8.61% 6.49%
Real Returns

1973-2013 T-Bills Bonds Stocks Marc Faber
1970s -1.55% -4.23% -5.26% 4.37%
1980s 3.81% 7.22% 11.67% 5.62%
1990s 1.95% 4.87% 14.71% 8.36%
2000s 0.19% 3.92% -3.38% 3.58%
2010s -1.82% 2.17% 13.73% 4.98%
Volatility 2.38% 4.33% 9.78% 1.83%
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vy El-Erian | Swensen
US Large Cap Stocks 20% 18% 20%
US Small Cap Stocks
Foreign Developed |Stocks 20% 18% 20%
Foreign Emerging |Stocks 15% 10%
Corporate Bonds  |Stocks/Bonds
T-Bills Bonds
10 Year Bonds Bonds 20%
30 Year Bonds Bonds 6% 15%
10 Year Foreign Bonds |Bonds 11%
TIPS Real Assets 6% 15%
Commodities Real Assets 20% 13%
Gold Real Assets
REITs Real Assets 20% 13% 20% !
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Nominal Returns

1973-2013 T-Bills Bonds Stocks Ivy El-Erian | Swensen
Returns 5.27% 7.74% 10.21% 9.90% 10.45% 10.16%
Volatility 0.97% 8.43% 15.57% 10.21% 10.69% 10.68%
Sharpe 0.00 0.29 0.32 0.45 0.48 0.46
Max Drawdown 0.00% -15.79% -50.95% -46.00% -45.72% -41.60%
Real Returns

1973-2013 T-Bills Bonds Stocks vy El-Erian | Swensen
Returns 0.99% 3.34% 5.71% 5.44% 5.96% 5.67%
Volatility 1.24% 8.73% 15.74% 10.35% 10.83% 10.92%
Sharpe 0.00 0.27 0.30 0.43 0.46 0.43
Max Drawdown 0.00% -44.75% | -54.12% | -45.50% | -46.47% | -42.51%
Real Returns

1973-1981 T-Bills Bonds Stocks Ivy El-Erian | Swensen
Returns -0.71% -5.08% -3.92% -0.82% -0.05% -1.66%
Real Returns

1982-2013 T-Bills Bonds Stocks Ivy El-Erian | Swensen
Returns 1.48% 5.85% 8.61% 7.29% 7.74% 7.85%
Real Returns

1973-2013 T-Bills Bonds Stocks Ivy El-Erian | Swensen
1970s -1.55% -4.23% -5.26% -0.18% 0.58% -2.20%
1980s 3.81% 7.22% 11.67% 10.13% 10.62% 10.74%
1990s 1.95% 4.87% 14.71% 6.54% 7.39% 7.36%
2000s 0.19% 3.92% -3.38% 2.99% 3.66% 3.69%
2010s -1.82% 2.17% 13.73% 7.26% 6.20% 8.16%
| Volatility 2.38% 4.33% 9.78% 4.00% 3.80% 5.01%
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Nominal Returns

1973-2013 T-Bills Bonds Stocks Buffett
Returns 5.27% 7.74% 10.21% 9.82%
Volatility 0.97% 8.43% 15.57% 14.01%
Sharpe 0.00 0.29 0.32 0.32
Max Drawdown 0.00% -15.79% -50.95% -47.02%
Real Returns

1973-2013 T-Bills Bonds Stocks Buffett
Returns 0.99% 3.34% 5.71% 5.35%
Volatility 1.24% 8.73% 15.74% 14.19%
Sharpe 0.00 0.27 0.30 0.31
Max Drawdown 0.00% -44.75% | -54.12% | -49.78%
Real Returns

1973-1981 T-Bills Bonds Stocks Buffett
Returns -0.71% -5.08% -3.92% -3.48%
Real Returns

1982-2013 T-Bills Bonds Stocks Buffett
Returns 1.48% 5.85% 8.61% 7.99%
Real Returns

1973-2013 T-Bills Bonds Stocks Buffett
1970s -1.55% -4.23% -5.26% -4.78%
1980s 3.81% 7.22% 11.67% 11.00%
1990s 1.95% 4.87% 14.71% 13.47%
2000s 0.19% 3.92% -3.38% -2.91%
2010s -1.82% 2.17% 13.73% 12.17%
Volatility 2.38% 4.33% 9.78% 8.86%
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Nominal Returns All

1973-2013 T-Bills | Bonds Stocks Seasons | Permanent | GAA 60 /40 Arnott | Marc Faber| El-Erian Buffett
Returns 5.27% 7.74% | 10.21% 9.50% 8.53% 9.90% 9.60% 9.50% 9.72% 10.45% 9.82%
Volatility 0.97% 8.43% | 15.57% 8.24% 7.29% 7.99% 10.20% 7.19% 9.73% 10.69% 14.01%
Sharpe 0.00 0.29 0.32 0.51 0.45 0.58 0.42 0.59 0.46 0.48 0.32
Max Drawdown 0.00% [|-15.79%] -50.95% | -14.59% -12.74% -26.72% | -29.28% -27.17% -28.14% -45.72% -47.02%
Real Returns All

1973-2013 T-Bills | Bonds Stocks Seasons | Permanent | GAA 60 /40 Arnott | Marc Faber| El-Erian Buffett
Returns 0.99% 3.34% 5.71% 5.04% 4.12% 5.43% 5.13% 5.04% 5.26% 5.96% 5.35%
Volatility 1.24% 8.73% | 15.74% 8.56% 7.48% 8.25% 10.46% 7.44% 9.86% 10.83% 14.19%
Sharpe 0.00 0.27 0.30 0.47 0.42 0.54 0.39 0.54 0.43 0.46 0.31
Max Drawdown 0.00% |-44.75%] -54.12% | -28.77% -23.62% -27.45% | -39.35% -25.96% -28.70% -46.47% -49.78%
Real Returns All

1973-1981 T-Bills | Bonds Stocks Seasons | Permanent | GAA 60 /40 Arnott | Marc Faber| El-Erian Buffett
Returns -0.71% | -5.08% | -3.92% -2.83% 0.92% -1.55% -4.05% -1.88% 2.25% -0.05% -3.48%
Real Returns All

1982-2013 T-Bills Bonds Stocks Seasons | Permanent GAA 60 /40 Arnott | Marc Faber| El-Erian Buffett
Returns 1.48% 5.85% 8.61% 7.38% 5.05% 7.50% 7.88% 7.09% 6.14% 7.74% 7.99%
Real Returns All

1973-2013 T-Bills | Bonds | Stocks | Seasons | Permanent | GAA 60 /40 Arnott | Marc Faber| El-Erian Buffett
1970s -1.55% | -4.23% | -5.26% -1.39% 3.20% -0.34% -4.56% -0.81% 4.37% 0.58% -4.78%
1980s 3.81% 7.22% | 11.67% 8.54% 4.61% 9.57% 10.28% 8.86% 5.62% 10.62% 11.00%
1990s 1.95% 4.87% | 14.71% 6.61% 4.12% 6.90% 10.89% 6.20% 3.71% 7.39% 13.47%
2000s 0.19% 3.92% -3.38% 4.19% 3.91% 3.71% -0.04% 4.17% 6.41% 3.66% -2.91%
2010s -1.82% | 2.17% | 13.73% 6.02% 4.80% 6.06% 9.44% 5.25% 6.66% 6.20% 12.17%
Volatility 2.38% 4.33% 9.78% 3.79% 0.63% 3.73% 7.05% 3.56% 1.28% 3.80% 8.86% |
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Nominal Returns All Marc

1973-2013 T-Bills | Bonds | Stocks | Seasons|Permanent GAA 60 /40 Arnott Faber El-Erian Buffett
1973| 7.29% 3.33% -14.79% | 0.88% 11.27% -5.88% -7.65% 1.18% 6.92% 1.02% -12.71%
1974 7.99% 4.09% -26.54% | -1.41% 8.63% -11.62% -14.95% -4.34% -3.92% -11.70% -23.44%
1975| 5.87% 5.62% 37.25% 9.99% 4.85% 20.92% 24.10% 15.69% 11.83% 19.93% 33.93%
1976| 5.07% 15.25% | 23.70% | 14.52% 10.99% 18.48% 20.51% 16.28% 18.70% 14.57% 21.80%
1977| 5.45% 0.66% -7.41% | 4.48% 5.83% 8.18% -4,.20% 9.67% 12.13% 11.91% -6.15%
1978| 7.64% -0.77% | 6.44% 8.65% 13.02% 9.10% 3.75% 9.43% 13.44% 15.46% 6.68%
1979| 10.56% 1.92% 18.35% | 15.21% 33.96% 7.21% 11.63% 9.31% 40.80% 19.02% 17.64%
1980| 12.10% -1.07% | 32.27% 9.39% 14.11% 12.75% 18.70% 10.31% 18.34% 21.42% 30.29%
1981| 14.60% | 5.55% -5.05% | -4.24% -6.49% -0.19% -0.79% -0.55% -6.33% -3.37% -3.17%

1982| 10.94% | 39.31% | 21.48% | 29.58% 23.07% 23.78% 28.69% | 26.37% 22.10% 10.60% 20.56%
1983| 8.99% 2.64% | 22.50% | 6.95% 3.98% 14.45% 14.29% | 13.03% 8.88% 18.36% 21.12%

1984 9.90% | 15.01% | 6.15% 9.33% 2.63% 12.26% 9.88% 11.28% 3.92% 9.43% 6.60%
1985| 7.71% | 29.62% | 31.65% | 31.16% 20.52% 32.62% 30.99% 26.34% 20.00% 27.38% 29.12%
1986| 6.09% | 21.29% | 18.60% | 25.88% 20.28% 28.32% 19.98% | 23.25% 24.60% 24.38% 17.45%
1987| 5.88% -2.22% | 5.17% 4.28% 7.04% 9.39% 3.71% 9.05% 6.03% 13.92% 5.72%

1988| 6.94% 7.02% | 16.61% | 11.93% 3.99% 15.78% 12.73% | 14.08% 6.32% 21.08% 15.65%
1989| 8.44% | 17.79% | 31.69% | 23.01% 14.72% 18.29% 26.17% | 14.75% 10.78% 23.87% 29.25%

1990 7.69% 7.88% -3.10% | 3.25% 2.49% -0.08% 1.35% 5.19% -5.31% -1.51% -1.93%
1991| 5.43% | 18.75% | 30.47% | 18.39% 10.69% 22.59% 25.92% 17.40% 17.48% 23.68% 27.86%
1992| 3.48% 7.45% 7.62% 5.78% 3.20% 6.49% 7.63% 6.85% 3.80% 4.91% 7.22%
1993| 3.03% | 13.00% | 10.08% | 17.11% 13.30% 19.48% 11.29% 12.82% 19.43% 21.87% 9.37%
1994 4.39% -7.32% | 1.32% -4.63% -1.75% -1.89% -2.16% -1.35% -1.45% 0.40% 1.67%
1995| 5.61% | 25.94% | 37.58% | 27.09% 16.96% 23.60% 32.88% | 22.38% 14.48% 18.10% 34.04%
1996| 5.14% 0.13% | 22.96% | 6.03% 4.99% 10.25% 13.42% 13.14% 10.80% 16.26% 21.12%
1997| 5.19% | 12.02% | 33.36% | 12.13% 7.31% 12.87% 24.65% 8.71% 5.22% 6.57% 30.40%
1998| 4.86% | 14.45% | 28.58% | 12.41% 13.24% 14.77% 23.64% 6.12% 2.58% -0.21% 26.26%
1999| 4.80% -7.51% | 21.04% | 3.73% 3.08% 6.36% 8.96% 4.32% 3.59% 19.97% 19.40%
2000| 5.98% | 17.22% | -9.10% | 10.25% 3.19% 1.78% 0.93% 11.31% 5.20% 1.92% -7.58%
2001| 3.33% 5.53% | -11.89% | -2.54% 0.29% -1.02% -4.55% -1.44% 2.73% -7.62% -10.31%
2002| 1.61% | 15.37% | -22.10%| 6.14% 3.89% 0.10% -7.86% 7.96% 6.42% -0.01% -19.83%
2003| 1.03% 0.46% | 28.68% | 14.11% 12.69% 21.61% 16.96% 19.50% 23.37% 31.18% 25.70%
2004 1.43% 4.61% | 10.88% | 11.59% 7.41% 13.25% 8.46% 13.87% 14.28% 18.83% 9.93%
2005| 3.30% 3.09% 4.91% | 11.43% 9.43% 5.60% 4.32% 5.11% 10.72% 12.86% 4.78%
2006| 4.97% 2.21% | 15.80% | 6.79% 11.15% 12.24% 10.23% 8.00% 20.37% 15.30% 14.68%
2007| 4.52% | 10.54% | 5.49% | 13.93% 12.92% 8.77% 7.73% 8.62% 8.24% 12.98% 5.44%
2008| 1.24% | 20.23% | -37.00% | -0.24% 0.55% -15.32% | -17.46% | -14.25% -15.03% -32.68% -33.74%

2009| 0.15% -9.50% | 26.46% | -0.87% 5.42% 15.73% 11.28% | 13.69% 20.87% 26.80% 23.83%
2010| 0.14% 7.26% | 15.06% | 12.79% 13.49% 9.31% 12.74% 8.29% 20.08% 12.35% 13.66%

2011] 0.06% | 16.71% | 2.11% | 16.72% 12.49% 6.92% 8.26% 8.23% 7.86% 0.12% 2.01%
2012| 0.08% 2.77% | 16.00% | 7.29% 6.64% 12.28% 10.81% 10.38% 11.99% 13.26% 14.37%
2013| 0.05% -8.56% | 32.39% -3.47% -4.41% 6.15% 14.44% 2.36% -3.72% 7.73% 28.81% |
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Real Returns All

1973-2013 T-Bills | Bonds | Stocks | Seasons|Permanent GAA 60 /40 Arnott |MarcFaber| El-Erian Buffett
1973| -1.33% -4,97% | -21.82% | -7.32% 2.30% -13.56% -15.18% -7.02% -1.78% -7.21% -19.89%
1974 -3.91% | -7.42% | -34.92%| -12.38% -3.35% -21.53% -24.52% | -15.00% -14.60% -21.61% -32.13%
1975| -1.01% -1.25% | 28.46% 2.87% -1.96% 13.13% 16.11% 8.21% 4.57% 12.19% 25.34%
1976| 0.19% 9.93% 17.99% 9.22% 5.85% 13.01% 14.95% 10.91% 13.22% 9.26% 16.17%
1977| -1.18% -5.69% | -13.29% | -2.10% -0.82% 1.39% -10.26% 2.79% 5.12% 4,90% -12.11%
1978| -1.28% | -9.06% | -2.42% | -0.35% 3.69% 0.07% -4.90% 0.37% 4.08% 5.95% -2.19%
1979| -2.44% | -10.13% | 4.50% 1.71% 18.45% -5.43% -1.49% -3.55% 24.57% 5.11% 3.86%
1980| -0.38% | -12.21% | 17.57% -2.85% 1.39% 0.15% 5.46% -2.04% 5.15% 7.91% 15.82%
1981| 5.24% -3.21% | -12.97% | -12.23% | -14.29% -8.49% -9.04% -8.81% -14.16% -11.42% -11.23%
1982| 6.85% 34.20% | 16.93% | 24.76% 18.50% 19.16% 23.92% 21.68% 17.54% 6.43% 16.05%
1983| 5.02% -1.11% | 18.09% 3.05% 0.18% 10.29% 10.15% 8.92% 4.92% 14.07% 16.75%
1984| 5.74% 10.68% 2.11% 5.19% -1.27% 8.02% 5.72% 7.07% -0.03% 5.28% 2.55%
1985| 3.78% 24.96% | 26.92% | 26.44% 16.16% 27.86% 26.28% 21.79% 15.66% 22.79% 24.48%
1986 4.93% 19.92% | 17.26% | 24.46% 18.96% 26.87% 18.62% 21.86% 23.23% 22.97% 16.12%
1987| 1.38% -6.42% | 0.74% -0.16% 2.50% 4.77% -0.68% 4.43% 1.53% 9.12% 1.26%
1988| 2.42% 2.50% 11.72% 7.22% -0.42% 10.92% 7.99% 9.28% 1.82% 16.00% 10.80%
1989| 3.63% 12.62% | 25.95% | 17.62% 9.66% 13.09% 20.66% 9.69% 5.88% 18.44% 23.61%
1990| 1.49% 1.62% -8.87% | -2.77% -3.48% -5.95% -4.62% -0.92% -10.88% -7.29% -7.75%
1991| 2.30% 15.26% | 26.62% | 14.89% 7.41% 18.99% 22.22% 13.94% 14.02% 20.04% 24.09%
1992| 0.56% 4.42% 4.58% 2.79% 0.28% 3.48% 4.59% 3.83% 0.86% 1.94% 4.19%
1993| 0.27% 10.01% 7.16% 14.02% 10.29% 16.33% 8.35% 9.83% 16.28% 18.66% 6.46%
1994| 1.67% -9.77% | -1.33% | -7.14% -4.32% -4.46% -4.73% -3.93% -4.03% -2.23% -0.99%
1995| 2.99% 22.88% | 34.24% | 23.99% 14.10% 20.58% 29.65% 19.38% 11.66% 15.18% 30.78%
1996| 1.76% -3.10% | 19.08% 2.63% 1.62% 6.72% 9.80% 9.52% 7.26% 12.56% 17.29%
1997| 3.43% 10.15% | 31.15% | 10.26% 5.51% 10.98% 22.57% 6.89% 3.45% 4.78% 28.23%
1998| 3.20% 12.65% | 26.57% | 10.63% 11.46% 12.96% 21.71% 4.44% 0.96% -1.80% 24.29%
1999| 2.06% -9.94% | 17.90% 1.03% 0.40% 3.60% 6.12% 1.61% 0.91% 16.88% 16.30%
2000| 2.51% 13.42% | -12,08% | 6.67% -0.18% -1.54% -2.36% 7.69% 1.76% -1.41% -10.61%
2001 1.74% 3.91% -13.30% | -4.08% -1.27% -2.58% -6.05% -2.98% 1.15% -9.10% -11.75%
2002] -0.76% | 12.70% | -23.94% | 3.67% 1.47% -2.23% -10.02% 5.46% 3.96% -2.32% -21.73%
2003] -0.85% | -1.40% | 26.23% | 11.97% 10.57% 19.33% 14.75% 17.28% 21.05% 28.71% 23.31%
2004| -1.78% | 1.30% 7.39% 8.08% 4.03% 9.68% 5.03% 10.30% 10.70% 15.12% 6.46%
2005| -0.14% -0.40% | 1.37% 7.69% 5.76% 2.05% 0.80% 1.60% 7.01% 9.10% 1.24%
2006| 2.35% -0.39% | 12.90% | 4.11% 8.39% 9.43% 7.46% 5.32% 17.41% 12.45% 11.81%
2007| 0.41% 6.21% 1.37% 9.47% 8.50% 4.51% 3.52% 4.36% 3.98% 8.57% 1.31%
2008| 1.06% 19.75% | -36.96% | -0.50% 0.30% -15.45% -17.58% | -14.29% -15.07% -32.58% -33.72%
2009] -2.52% | -11.93%| 23.04% -3.55% 2.58% 12.63% 8.28% 10.65% 17.61% 23.39% 20.49%
2010] -1.34% | 5.68% 13.39% | 11.13% 11.83% 7.71% 11.09% 6.70% 18.33% 10.71% 12.01%
2011] -2.84% | 13.38% -0.86% | 13.39% 9.28% 3.84% 5.13% 5.12% 4.76% -2.77% -0.96%
2012| -1.65% | 0.97% 14.09% | 5.43% 4.82% 10.36% 8.94% 8.49% 10.10% 11.35% 12.47%
2013] -1.44% | -9.93% | 30.44% -4.92% -5.85% 4.56% 12.74% 0.82% -5.17% 6.11% 26.91%
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T-Bills | Bonds
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Rotation strategies within developing markets, 1976-2013

Source: Elroy Dimson, Paul Marsh, and Mike Staunton using data from the DMS database, the IMF, Mitchell, Maddison, and Thomson Reuters Datastream
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Why hedge bonds and not stocks?

Annualized return and volatility: 1985 — March 2013
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Notes: International stocks are represented by the MSCI World ex-US index from 1985-1988 and the MSCI All Country World ex-US Index thereafter. International
bonds are represented by the Citigroup World Govemment Bond ex-US index.
Sources: Thomson Reuters Datastream, Barclays Capital, Citigroup, Dow Jones, MSCH, and Vanguard. Data through March 31, 2013

FOR FINANCIAL ADVISORS AND INSTITUTIONS ONLY. NOT FOR PUBLIC DISTRIBUTION.

2#P&N1BI[4Q(P4&3!



;- IXIUO0.2WUI!L/X![./XU!gZ43.45!4ZY106bD046.]UB/3Y1064Z_652001&/X!"~10!1[.]014Z1Y!
6/0Z24ZU0!410ZUh

PHNX<4QIIL#Q3<!IPL&O#&6!L1<*Y)1Q!QO;4* #Q!' PEMHHNAUL#=1!/m!'QO;4*#Q!4Q3!&1*P&Q<!04;
#0OO!4IN;'O0>!

0)1I#$$#<* 1 (#1<IO#&!&14;!'Q*1&1<*1&4A*1 <7 I<*#NX<I4QBUHQABHI = IHM> N LI<*#NX<N#;3IP$!
#XA%IY ™ )#Y1&1&14;1'Q*1&1<*1&4*1<7!LHGRLI(RTA!

=$J+-#IGH!,0.2W!1/X!*./X!1-Z1Y!-Z0]4/UIbUAI$/3Y106./11/X!8084¥10Z!-Z_657U

Real bond and equity returns vs. inflation rates, 1900-2011
Source: Elroy Dimson, Paul Marsh, and Mike Staunton
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Real asset returns versus real interest rates, 1900-2012

Source: Eiray Dimson, Paul Marsh, and Mike Staunton, DMS database
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Real Returns

——Stocks
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Nominal Returns

1973-2013 T-Bills Bonds Stocks Tobias
Returns 5.27% 7.74% 10.21% 9.66%
Volatility 0.97% 8.43% 15.57% 10.52%
Sharpe 0.00 0.29 0.32 0.42
Max Drawdown 0.00% -15.79% -50.95% | -35.73%
Real Returns

1973-2013 T-Bills Bonds Stocks Tobias
Returns 0.99% 3.34% 5.71% 5.19%
Volatility 1.24% 8.73% 15.74% 10.77%
Sharpe 0.00 0.27 0.30 0.39
Max Drawdown 0.00% -44.75% -54.12% | -39.33%
Real Returns

1973-1981 T-Bills Bonds Stocks Tobias
Returns -0.71% -5.08% -3.92% -2.95%
Real Returns

1982-2013 T-Bills Bonds Stocks Tobias
Returns 1.48% 5.85% 8.61% 7.61%
Real Returns

1973-2013 T-Bills Bonds Stocks Tobias
1970s -1.55% -4.23% -5.26% -3.27%
1980s 3.81% 7.22% 11.67% 12.38%
1990s 1.95% 4.87% 14.71% 8.24%
2000s 0.19% 3.92% -3.38% 0.34%
2010s -1.82% 2.17% 13.73% 7.91%
Volatility 2.38% 4.33% 9.78% 6.39%
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US Small Cap Stocks
Foreign Developed |Stocks 9%
Foreign Emerging |Stocks 4%
Corporate Bonds |Stocks/Bonds
T-Bills Bonds
10 Year Bonds Bonds 33%

30 Year Bonds Bonds
10 Year Foreign Bonds|Bonds

TIPS Real Assets
Commodities Real Assets
Gold Real Assets
REITs Real Assets 33% !
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Nominal Returns

1973-2013 T-Bills Bonds Stocks Talmud
Returns 5.27% 7.74% 10.21% 9.81%
Volatility 0.97% 8.43% 15.57% 10.46%
Sharpe 0.00 0.29 0.32 0.43
Max Drawdown 0.00% -15.79% | -50.95% | -39.56%

Real Returns

1973-2013 T-Bills Bonds Stocks Talmud
Returns 0.99% 3.34% 5.71% 5.34%
Volatility 1.24% 8.73% 15.74% 10.70%
Sharpe 0.00 0.27 0.30 0.41

Max Drawdown 0.00% -44.75% | -54.12% | -44.12%

Real Returns
1973-1981 T-Bills Bonds Stocks Talmud

Returns -0.71% -5.08% -3.92% -2.53%

Real Returns
1982-2013 T-Bills Bonds Stocks Talmud

Returns 1.48% 5.85% 8.61% 7.68%

Real Returns

1973-2013 T-Bills Bonds Stocks Talmud
1970s -1.55% -4.23% -5.26% -3.29%
1980s 3.81% 7.22% 11.67% 9.65%
1990s 1.95% 4.87% 14.71% 7.31%
2000s 0.19% 3.92% -3.38% 4.10%
2010s -1.82% 2.17% 13.73% 8.56%

Volatility 2.38% 4.33% 9.78% 5.22%
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Real Returns
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DISCLAIMER

The viewsxpressed in this book are the personal views of the anithand do not necessarily reflect
the views of the authorOs emploke. views expressed reflect the current viewshoirast of the date
hereof and the author does not undertake to advise you of any chénayeigws expressed herein. In
addition, the views expressed do not necessaeity tiel opinions of any investment professional at the
authorOs employer, and may not be reflected irategistr and products that his employersffhe
authorOs employer may have positions (long or skorgage in securities transactions that are not
consistent with the information and views expressed présientation.

The author assumes no duty to, nor undertakes abeujordward loking statements. No representation or
warranty, express or implied, is made or givendsylmehalf of the author, the authorOs emplogay or
other person as to the accuracy and completeness or fairneggatla¢ion contained in this
presentatioand no responsibility or liability is accepted fosaety information. By accepting this book,
the recipient acknowledges its understanding and acceptaaderefiiing statement.
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