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Executive Summary

ISSG CMC SUMMARY ASSET ALLOCATION

Current Benchmark

Global Equities 59.5% 50%

Global Bonds 40.5%  50%

Cash 0%  0%

Policy dispersion to drive economic diffusion around the world.

Increasing weight in equities as US becomes engine of economic recovery. P

FIVE THINGS TO WATCH IN Q4 2014
1. The effects of ECB stimulus on Eurozone economic activity.

2. US economic data in the face of evolving interest rate expectations.

3. Dollar strength and any resulting impact to developing market capital flows.

4. Chinese property sector weakness and potential impact to Chinese  

economic growth. 

5. Geopolitical risk; especially Russian/Ukrainian tensions heading into  

energy dependent winter months.

ABOUT THE INVESTMENT & STRATEGY SOLUTIONS GROUP
The BNY Mellon Investment Strategy and Solutions Group (ISSG) partners with 

clients to develop thoughtful and actionable solutions to broad investment policy 

issues. We engage in an ongoing dialogue with our institutional clients to achieve 

a deep understanding of their concerns and needs. Harnessing the full depth and 

breadth of our global network of specialized investment boutiques across all asset 

classes and return/risk objectives, we help craft comprehensive strategies relevant 

for our clients’ specific investment objectives and policies.

The ISSG Capital Markets Committee (CMC) governs asset allocation policy and 

assesses the market outlook for the global multi-asset strategies and solutions 

managed by ISSG.

FIG. 1: GLOBAL ASSET PERFORMANCE 

% change over 3 months to 30/09/14
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Appendix & Disclosures
ASSET INDEX DEFINITION

Commodities Dow Jones UBS Commodities Index Total  The Dow Jones UBS Commodities index is an index that tracks the performance of 
 Return (USD Index) broad based commodities. 

Gold Gold Bullion LBM USD/ozt Tracks the performance of gold bullion spot prices. 

Oil Brent Crude Month FOB USD/BBL Tracks the performance of Brent Crude Oil spot prices.

Global Sovereign Bonds JPM Global GBI (USD Index) Tracks the performance of global sovereign bonds.

Developed Sovereigns  US, UK, Japan, and German Sovereign Debt securities

US Equity S&P 500 (USD Index) Tracks the performance of 500 of largest market capitalization equities in the United States. 

US Cash JPM US Cash Index (3M) (USD Index) Tracks the performance of US 3 month treasury bills. 

US Dollar JPM USD Index Real Broad Tracks the performance of the US Dollar against a basket of broad currencies. 

Global Corporate Bonds Barclays Global Agg Corp (USD Index) Tracks the performance of aggregate corporate bonds. 

Developed REITS FTSE E/N Dev REITS (Local Currency) Tracks the performance of global real estate investment trusts in developed markets. 

Global Natural Resource Equities S&P Gbl Nat Resource Equities (USD Index) Tracks the performance of global equities linked to natural resources.

Global Investment Grade Bonds Barclays Inv Grade Corporates (USD Index) Tracks the performance of aggregate investment grade corporate bonds. 

Global Inflation Linked Bonds Barclays Global Agg Infl-Lkd (USD Index) Tracks the performance of global inflation linked bonds. 

Global High Yield Bonds Barclays Global High Yield (USD Index) Tracks the performance of global high yield bonds rates below investment grade. 

Global Equities MSCI World (LC Index) Tracks the performance of developed market global equities. 

MSCI AC World MSCI AC World Index Tracks the performance of developed market global equities

Global EM Debt (USD) JPM EMBI Global Composite (USD Index) Tracks the performance of dollar based emerging market sovereign bonds. 

EM Equities MSCI Emerging Markets (LC Index) Tracks the performance of emerging market equities.

UK Equities FTSE 100 (LC Index) Tracks the performance of equities domiciled within the United Kingdom.

Europe Ex UK Equities MSCI Europe ex UK (LC Index) Tracks the performance of equities domiciled in Europe and not including the UK. 

Japan Equity MSCI Japan (LC Index) Tracks the performance of equities domiciled in Japan.

Pacific Ex Japan Equity MSCI Pacific ex Japan (LC Index) Tracks the performance of equities domiciled in the Asia - Pacific region but not  
  including Japan.

Germany Equity DAX 30 (LC Index) Tracks the performance of 30 of largest equity market capitalization companies in Germany. 

Eurozone Equity EuroStoxx 50 (LC Index) Tracks the performance of 50 of largest equity market capitalizations in the Eurozone. 

France Equity CAC 40 (LC Index) Tracks the performance of 40 of the largest equity market capitalizations of France. 

Australia Equity ASX All Ordinaries (LC Index) Tracks the performance of the largest equity market capitalizations of Australia. 

Brazil Equity MSCI Brazil (LC Index) Tracks the performance of the equities domiciled in Brazil. 

India Equity MSCI India (LC Index) Tracks the performance of equities domiciled in India. 

China Equity MSCI China (LC Index) Tracks the performance of equities domiciled in China.

World Growth MSCI World Growth (LC Index) Tracks the performance of growth oriented equities as defined by MSCI. 

World Large Cap MSCI World Large Cap (LC Index) Tracks the performance of large equity market capitalization companies. 

World Value MSCI World Value (LC Index) Tracks the performance of value oriented equities as defined by MSCI.

World Small Cap MSCI World Small Cap (LC Index) Tracks the performance of small equity market capitalization companies. 

Leveraged Loans S&P Leveraged Loan Index (USD Index) Tracks the performance of leveraged loans.

Global EM Debt (Local Curr.) JPM GBI Emerging Markets (USD Index) Tracks the performance of local currency denominated emerging market bonds.

Agriculture S&P GSCI Agriculture Total Return (USD Index) Tracks the total return performance of agricultural commodity futures. 

Precious Metals S&P GSCI Precious Metals Total Retn Tracks the total return performance of futures for precious metals related futures.  
 

Industrial Metals S&P GSCI Industrial Metals Total Retn Tracks the total return performance of futures for industrial metals related commodities.  
 (USD Index)

Energy S&P GSCI Energy Total Return (USD Index) Tracks the total return performance of futures for energy related commodities. 

EUR/USD EUR/USD Tracks the performance of the Euro / US Dollar exchange rate. 

RUS/USD RUS/USD Tracks the performance of the Russian Ruble / US Dollar exchange rate. 

CHN/USD CHN/USD Tracks the performance of the Chinese Renminbi / US Dollar exchange rate. 

SEK/USD SEK/USD Tracks the performance of the Swedish Krona / US Dollar exchange rate. 

GBP/USD GBP/USD Tracks the performance of the British Pound / US Dollar exchange rate. 

AUD/USD AUD/USD Tracks the performance of the Australian Dollar / US Dollar exchange rate. 



12

ASSET INDEX DEFINITION

BRL/USD BRL/USD Tracks the performance of the Brazilian Real / US Dollar exchange rate. 

CAD/USD CAD/USD Tracks the performance of the Canadian Dollar / US Dollar exchange rate. 

IND/USD IND/USD Tracks the performance of the Indian Rupee / US Dollar exchange rate. 

JPY/USD JPY/USD Tracks the performance of the Japanese Yen / US Dollar exchange rate. 

EUR FX  Tracks the performance of the Euro / US Dollar exchange rate. 

GBP FX  Tracks the performance of the British Pound / US Dollar exchange rate. 

JPY FX  Tracks the performance of Japanese Yen / US Dollar exchange rate. 

EM FX  Tracks the performance of a basket of Emerging Markets currencies versus the US Dollar. 

US 10Y Yield  Tracks the performance of the yield on the 10 year US treasury note.

Inflation Headline Consumer Price Index  Tracks the performance of inflation as reported by respective national economic statistics bureaus. 

Growth (PMI)  Tracks the performance of purchasing managers indices in each country to proxy GDP growth.

Surprise vs. Consensus Citigroup Economic Surprise Index  A measure of economic data reported versus expectations created by Citigroup. 

Company Earnings  A proprietary diffusion index of positive and negative analyst earnings estimate revisions. 

Monetary Policy  Derived from the futures curve for short term interest rates as indicative of central bank policy. 

Inflation Revisions  A proprietary measure of cumulative economist revisions for future levels of inflation in a country. 

Growth Revisions  A proprietary measure of cumulative economist revisions for future real economic growth in a country. 

Demand  Eurostat  Income, saving and net lending/borrowing in current prices as percentage of GDP. Core countries =  
  Belgium, Germany, France, Luxembourg, Malta, Netherlands, Austria, Finland. Periphery Countries =  
  Estonia, Ireland, Greece, Spain, Italy, Cyprus, Latvia, Portugal, Slovenia, Slovakia.

Chinese Property Market Bloomberg Property Indices Tracks the performance of Renminbi/square meter in Chinese real estate in 5 major Chinese  
  cities (Beijing, Suzhou, Shanghai, Guangzhou, Shenzhen).

High Yield  HYG The iShares iBoxx $ High Yield Corporate Bond ETF seeks to track the investment results of an  
  index composed of U.S. dollar-denominated, high yield corporate bonds.

Emerging Market Equity EEM   The iShares MSCI Emerging markets ETF seeks to track the investment results of an index  
  composed of large – and – mid capitalization emerging market equities.

Dollar (Figure 7) Bloomberg US Dollar Index  Tracks the performance of the US dollar against a basket of global currencies. 
 (DXY Index) 

DM Bonds JPMorgan GBI Global Unhedged LC Tracks the performance of non-US developed market investment grade corporate bonds   
  denominated in local currency.

These benchmarks are broad-based indices which are used for comparative purposes only and have been selected as they are well known and are easily recognizable by investors. Comparisons 

to benchmarks have limitations because benchmarks have volatility and other material characteristics that may differ from the portfolio. For example, investments made for the portfolio may differ 

significantly in terms of security holdings, industry weightings and asset allocation from those of the benchmark. Accordingly, investment results and volatility of the portfolio may differ from 

those of the benchmark. Also, the indices noted in this presentation are unmanaged, are not available for direct investment, and are not subject to management fees, transaction costs or other types of 

expenses that the portfolio may incur. In addition, the performance of the indices reflects reinvestment of dividends and, where applicable, capital gain distributions. Therefore, investors should carefully 

consider these limitations and differences when evaluating the comparative benchmark data performance. The foregoing index licensers are not affiliated with The Bank of New York Mellon Corporation, 

do not endorse, sponsor, sell or promote the investment strategies or products mentioned in this presentation and they make no representation regarding advisability of investing in the products and 

strategies described herein. Valuation Model – The ISSG Valuation Model considers relative valuations across the asset classes that we rank. We consider the current values placed on future 

cash flows of the securities against their historical longer-term trend levels. Momentum Model – The ISSG Momentum Model considers relative price momentum across the asset classes 

that we rank. Our research shows that this can be an indicator of continued appreciation potential in the future. RBAA Model – The ISSG Regime Based Asset Allocation Model defines five 

macroeconomic regimes based on the interaction of growth and inflation expectations. We believe changes to these expectations drive regime shifts and influence asset returns. 

BNY Mellon ISSG RBAA Regimes:
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CORRELATION HEAT MAP DEFINITIONS

ASSET CLASS INDEX — please see above for definitions 

World Equity MSCI AC World (LC Index)

EM Equity MSCI Emerging Markets (LC Index)

DM Bonds JPMorgan GBI Global Unhedged

EM $ Bonds JPMorgan EMBI Global Composite (USD Index)

DM IG Corps Hedged Barclays Global Aggregate Corp Index (USD Index)

DM HY Corps Hedged Barclays Global High Yield (USD Index)

Commodities Dow Jones – UBS Commodities Index Total Return (USD Index)

Dollar US Dollar Index
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The views in this presentation are provided by the BNY Mellon Investment Strategy & Solutions Group (“ISSG”). The forecasts contained herein are for illustrative purposes only, not 

indicative of future results, and are not to be relied upon as advice, interpreted as a recommendation, or be guarantees of performance. In addition, the forecasts are based upon 

subjective estimates and assumptions about circumstances and events that may not have taken place and may never do so. The models used herein have not been independently 

verified. In addition, the historical returns used as a basis for the charts are based on information gathered by The Bank of New York Mellon Corporation from third party sources, 

and have not been independently verified. BNY Mellon Investment Strategy & Solutions Group (“ISSG”) is part of The Bank of New York Mellon (“Bank”). In the US, ISSG offers 

products and services through the Bank, including investment strategies that are developed by affiliated BNY Mellon Investment Management advisory firms and managed 

by officers of such affiliated firms acting in their capacities as dual officers of the Bank.

BNY Mellon Investment Management is one of the world’s leading investment management organizations and one of the top U.S. wealth managers, encompassing BNY Mellon’s 

affiliated investment management firms, wealth management organization and global distribution companies. BNY Mellon is the corporate brand of The Bank of New York Mellon 

Corporation and may also be used as a generic term to reference the Corporation as a whole or its various subsidiaries generally.

The information in this document is not intended to be investment advice, and it may be deemed a financial promotion in non-U.S. jurisdictions. Accordingly, where this document 

is used or distributed in any non-U.S. jurisdiction, the information provided is for Professional Clients only. This material is not for onward distribution  

to, or to be relied upon by, retail investors.

Any statements and opinions expressed in this document are as of the date of the article, are subject to change as economic and market conditions dictate, and do not necessarily 

represent the views of BNY Mellon or any of its affiliates. The information contained in this document has been provided as a general market commentary only and does not 

constitute legal, tax, accounting, other professional counsel or investment advice, is not predictive of future performance, and should not be construed as an offer to sell or a 

solicitation to buy any security or make an offer where otherwise unlawful. The information has been provided without taking into account the investment objective, financial 

situation or needs of any particular person. BNY Mellon and its affiliates are not responsible for any subsequent investment advice given based on the information supplied. This 

document is not investment research or a research recommendation for regulatory purposes as it does not constitute substantive research or analysis. To the extent that these 

materials contain statements about future performance, such statements are forward looking and are subject to a number of risks and uncertainties. Information and opinions 

presented in this material have been obtained or derived from sources which BNY Mellon believed to be reliable, but BNY Mellon makes no representation to its accuracy and 

completeness. BNY Mellon accepts no liability for loss arising from use of this material. If nothing is indicated to the contrary, all figures are unaudited.

Any indication of past performance is not a guide to future performance. The value of investments can fall as well as rise, so you may get back less than you originally invested.

This document is not intended for distribution to, or use by, any person or entity in any jurisdiction or country in which such distribution or use would be contrary to local law or 

regulation. This document may not be distributed or used for the purpose of offers or solicitations in any jurisdiction or in any circumstances in which such offers or solicitations 

are unlawful or not authorized, or where there would be, by virtue of such distribution, new or additional registration requirements. Persons into whose possession this document 

comes are required to inform themselves about and to observe any restrictions that apply to the distribution of this document in their jurisdiction. The investment products and 

services mentioned here are not insured by the FDIC (or any other state or federal agency), are not deposits of or guaranteed by any bank, and may lose value.

This document should not be published in hard copy, electronic form, via the web or in any other medium accessible to the public, unless authorized by BNY Mellon Investment Management. 

This document is approved for Global distribution and is issued in the following jurisdictions by the named local entities or divisions: UK and in mainland Europe (excluding 

Germany): BNYMIM EMEA, BNY Mellon Centre, 160 Queen Victoria Street, London EC4V 4LA. Registered in England No. 1118580. Authorized and regulated by the Financial Conduct 

Germany Dubai, United Arab Emirates: Dubai 

branch of The Bank of New York Mellon, which is regulated by the Dubai Financial Services Authority. This material is intended for Professional Clients only and no other person 

Singapore Hong Kong: 

Japan: BNY Mellon Asset Management Japan Limited. 

BNY Mellon Asset Management Japan Limited is a Financial Instruments Business Operator with license no 406 (Kinsho) at the Commissioner of Kanto Local Finance Bureau and is 

Australia: BNY Mellon Investment Management Australia Ltd (ABN 

United States: BNY Mellon Investment Management. 

Canada: Securities are offered through BNY Mellon Asset Management Canada Ltd., registered as a Portfolio Manager and Exempt Market Dealer in all provinces and territories 

Brazil: this document is issued by ARX Investimentos Ltda., Av. Borges de Medeiros, 

633, 4th floor, Rio de Janeiro, RJ, Brazil, CEP 22430-041. Authorized and regulated by the Brazilian Securities and Exchange Commission (CVM). The issuing entities above are BNY 

Mellon entities ultimately owned by The Bank of New York Mellon Corporation.

Management GmbH do not offer services in the U.S. This presentation does not constitute an offer to sell, or a solicitation of an offer to purchase, any of the firms’ services or funds 

affiliated companies: Newton Investment Management Limited, Newton Capital Management Limited (NCM Ltd), Newton Capital Management LLC (NCM LLC), Newton International 

Investment Management Limited and Newton Fund Managers (C.I.) Limited. NCM LLC personnel are supervised persons of NCM Ltd and NCM LLC does not provide investment 

related entities (including Siguler Guff Advisers LLC). 
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