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Annual Report on the Long-Term Investment Program
(For the Endowment Funds)
For the Fiscal Year Ending September 30, 2018

In accordance with the Board of Governors Statutes (WSUCA) 2.73.02, the Administration
presents the annual report of our long-term investment program for the fiscal year ending
September 30, 2018. This annual report was prepared by the Wayne State University
Foundation’s investment consultants, Strategic Investment Group. The long-term
investment program includes all investment activity performed for the endowment fund by
external managers and represents approximately 99 percent of all endowment resources.
At September 30, 2018, the fund was approximately $390 million

In 2000, the University created the Wayne State University Foundation (the Foundation) as
a Michigan non-profit corporation. The Foundation was established by the University to
assist it with various functions with special emphasis on fundraising and oversight of the
investment portfolio for endowments. The Board of Governors approved the transfer of
existing and future endowments to the Foundation for holding and investing such
endowments. The official date for the transfer of endowment assets was October 1, 2002,
the beginning of the new fiscal year for the University and the Foundation. The Foundation
established its Investment Committee to specifically oversee and manage the
endowments, especially those held in the “Common Trust” pool (the Pool) of assets. The
Investment Committee has engaged Strategic Investment Group (Strategic) as its
Outsourced Chief Investment Officer (OCIO) to manage all of the funds held in the Pool.

The University and Foundation has been partnering with Strategic to manage its
endowment portfolio since October 2016. As an OCIO, Strategic is a discretionary advisor
who is delegated a major role in investment management of the endowment portfolio.
Strategic manages the endowment in accordance with investment guidelines established
by the Foundation Board, which maintains oversight over the endowment portfolio. The
Investment Committee has detailed oversight of the endowment portfolio, and Strategic
and Treasury staff coordinate detailed operations of endowment portfolio activities.

Collaborating with the Foundation Board, Investment Committee, and Treasury staff, a

new Investment Policy Statement (IPS) was designed to define financial objectives and
risk parameters and provide the framework for asset allocation guidelines, benchmarks,
and risk control ranges. A new asset allocation strategy was developed relative to that

policy. Implementation of the new portfolio was substantially complete as of March 31,

2017, except the private equity allocation which will be funded over time by incremental
commitments every three years.

The endowment portfolio’s investment returns were 6.2% for the fiscal year ending
September 30, 2018. This is above the policy benchmark of 5.7% for the fiscal year and
ranks in the 59t percentile of the Wilshire TUCS peer universe of endowments. The
Wilshire TUCS peer universe consists of non-profit plans of $100 million to $1 billion.
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During fiscal year 2018, U.S. equity markets performed very strongly, with a return in
excess of 17%, driven by a strong U.S. economy and strong corporate profits. Non-U.S.
equity markets lagged U.S. markets significantly and were only modestly positive for the
year. The broad fixed income benchmark was slightly negative (-0.8%) for the fiscal year,
reflecting the impact of rising interest rates. Relative returns for the Foundation at the total
portfolio level were slightly above benchmark as mentioned above, with strong relative
returns in hedge funds and fixed income, and returns slightly behind benchmark in
equities. Relative to peers, the portfolio was hurt by a lower private equity exposure, as
private equity performed well in fiscal year 2018.

The following additional information is attached:

- Performance Summary

- Historical graph of the fiscal year end values and performance of the endowment
funds

- List of the current members of the Committee
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