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Key Principles of Effective Governance
and Investment Management
Philanthropy Southwest Annual Conference 2016

Inves tment p roducts : Not FD IC in sured • No bank g u arantee • May lo se va lue

The views and strategies described herein may not be suitable for all investors. This information is not intended as an offer or solicitation for the purchase
or sale of any  financial instrument and is being provided merely to illustrate a particular  investment strategy. Typically such investment ideas can only be
offered to suitable investors through a confidential offering memorandum that fully describes all terms, conditions and risks. Investment strategies shown
may not be suitable for all investors. Speak w ith your J.P. Morgan representative concerning your personal  investment needs and allocation requirements.
Please see important information at the end of this presentation.

Agenda

1. E f fect ive Governance

• Governance Trends

• Board Leadership

• Idea exchange #1

2. Foundat ion Mana gement

• Redefining the Role of the Investment Committee

– Sample Committee Meeting Agenda

• Building an Effective Investment Policy Statement

– Sample Investment Policy Framework

• Idea exchange #2

3. Best Practices in Inves tment Mana gement

• Defining Investment Objectives

• Portfolio Construction Considerations

• The Role of A lternative Investments

• Idea exchange #3

3. Next Steps
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Effective Governance

Governance trends

A S MORE IND IV IDUALS CREA TE PRIVA TE FOUNDA TIONS , WE ARE SEEING…

1. Smaller boards and tigh ter governance structures

2. Family controls

3. Giving while living

4. Managing public exposure of family

…WHICH LEADS TO D ISCUSS IONS A BOUT…

PERPETUITY VS.
SPEND ‐DOWNANONYMITY

A LLOCATION OF
TIME &

RESOURCES FOR
OPERATIONS

UNDERSTANDING
FIDUCIAR Y

RESPONSIBILITIES
CONTROL

4
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Fami ly issues
Engaging   the next generation

5 6% report they currently e nga ge
younge r fami l y members

Source: Urban Institute and National Center for Family Philanthropy 2015 National Survey of Family Foundations.

5

Current p lans fo r fami l y foundatio n life span
Perpetuity or a limited‐life foundation

Source: Urban Institute and National Center for Family Philanthropy 2015 National Survey of Family Foundations.
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Foundation lifespan

 Desire to leave a lasting legacy

 Desire for family engagement across generations

 Dedicated to addressing long ‐term philanthropic
issues

 Committed to continuing to fund grantees

Factors for perpetu ity
 Want to give away funds during lifetime to see
impact and results

 Desire to make a g reater impact on current issues in
specific geographic region(s)

 Concerned that next generations will have a different
mission or interests or will fund projects that are
contrary

 Concerned that next generations will not be
philanthropic or want to run a foundation

 Worried about the on‐going administrative burdens
 Apprehensive that the foundation could be
controlled by non‐family members

 No (suitable) heirs

Factors for spend ‐dow n foundations

S trate g ies for invo lv ing the next generation

• Develop next generation learning opportunities

• Establish a junior board

• Create smaller discretionary pools that enable family members to support their own causes

• Rotate where board meeting s are held and/or hold “virtual” board meeting s if family members are spread
geographically

7

Current p lans fo r fami l y foundatio n life span (continued)
Regardless of the choice to exist in perpetuity…

Source: Urban Institute and National Center for Family Philanthropy 2015 National Survey of Family Foundations.
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Boards and g overnance
What are family board members doing?

THREE MOST MENTIONED BOARD ACTIVITIES LEAST MENTIONED BOARD ACTIVITIES

Source: Urban Institute and National Center for Family Philanthropy 2015 National Survey of Family Foundations.
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Estab lish i ng g overnance structures: key steps

GOVERNING
INSTRUMENTS

• Review and understand the foundation’s governing documents (e.g. trust instruments, articles of
incorporation, bylaws, etc.)

• Ensure familiarity with the federal and state rules that govern the foundation’s activities (e.g. gu ides on self
dealing, unrelated business taxable income, jeopardizing investments, excess business holding s, etc.)

SET OR UPDA TE
POLICIES

• Administer family questionnaire to better understand your family’s preference with respect to governance,
time commitment, and succession

• Confirm board member roles and responsibilities

• Ensure that appropriate board policies are in place (e.g. conflict of interest policy, investment policy
statement, etc.)

• Specify qualifications for board membership

• Communicate expectations and policies w ith board members; consider codifying g iving philosophy and
board processes in a board handbook

• Create written guidelines on whether board members can be paid and at what compensation level, if
applicable

DETERMINE BOARD
RULES AND

RESPONS IBILITIES

• Define family roles and clarify which  roles will be filled by external staff

• Develop staff position descriptions and hire full‐time staff, if applicable

• Create a compensation policy, taking into consideration  appropriate salary benchmarks

• Clarify how board members and full‐time staff will be evaluated

10
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1Disqualified Persons include substantial contributors, foundation managers, persons holding over a 20% interest in entities that are substantia l contributors, family members of
any persons described in the previous categories, or corporations, partnerships, and trusts of persons in previous categories that hold more than a 35% interest.
2 UPMIFA: Uniform Prudent Management of Institutional Funds Act.

Govern ing instrum ents: understanding f iduciary standards

• Duty o f care : act in good faith with the care an
ordinary prudent person in a like position would
exercise

• Duty o f loya lty : act in good faith in a manner
that is in the best interests of the organization

• Duty o f obedience : act within the organization’s 
purpose to forward the mission of the organization

(the purpose for which the entity was incorporated
and given not‐for‐profit status)

• UPMIFA 2:

o Invest with “good faith” and “with care that an
ordinarily prudent person in a like position
would  exercise under similar circumstances”

o Incur costs that are appropriate and reasonable

o Factors to be considered in investing are
expanded to include, for example, the effects of
inflation

Above standards are monitored by state atto rneys
genera l.

S tate rules

NV
2007

11

CO
2008

TX
2007

NM
2009

AZ
2008

OK
2007 AR

2009

UPMIFA enactments in Ph ilanthropy Southwest
Member S tates

Examp les o f docum ents that address go vernance

Source: Council of Foundations; 10 Thing s Every New Foundation Board Member Should Know as of December 31, 2013.

EXAMPLES OF DOCUMENTS THAT ADDRESS GOVERNANCE

• Articles of Incorporation or trust instrument

• Bylaws

• Board policies

• Conflict of interest policy and disclosure statement

• Mission, vision and values statements

• Trustee job description

• Board roster

• Committee roster and charters

• Board minutes

• Applicable state nonprofit law

QUESTIONS FOR CONS IDERA TION

• Have you read and understand these governing
documents?

• Do the foundation instruments reflect your intent and
clearly outline the ultimate decision makers?

• Does the foundation have in place required or advisable
policies (e.g. conflict of interest, travel and
reimbursement, board membership, investment policy
statement)?

• Is there a central location for the governing documents?

• Are you familiar with the federal and state laws and
regulations that govern the foundations operations?

• Are the documents up to date and in adherence with
federal and state laws and regulations?

12
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Govern ing instrum ents: understand ing board po licies

Policy Description

Conflict of interest policy • Rules and procedures regarding transactions, both economic and non‐economic, between the foundation
and those who manage and/or govern the foundation

• Typically includes definitions; procedures for disclosing, determining, addressing and remedying conflicts;
and procedures for setting compensation

• Should by signed annually by board members and periodically reviewed

Expense and travel policy • Rules and procedures regarding payment and reimbursement of expenses and travel

• Typically includes statement of good faith that expenses will be kept reasonable; expense process; type and level
of covered expenses; guidelines on entertainment expenses permitted; and guidelines for handling of “non‐
foundation” travel expenses

Event and ticket policy • Rules and procedures regarding accepting and using tickets and attending events

• Typically includes general prohibition statement, definition of exception, process for requesting
written approval and procedures for refusing tickets

Confidentiality policy • Rules regarding confidentiality of information concerning grant applicants and other foundation
activities

• Typically includes statement prohibiting disclosure of information regarding foundation activities to third parties

• Should by signed annually by board members

Investment policy • Procedures and approach to foundation investments and guidelines for foundation managers to fulfill their
respective fiduciary responsibilities and duties

• Typically includes roles and duties; investment objectives and strategy; investment process; reporting procedure
and conflicts

• Should be reviewed regularly

Directo r o r trustee ro les and responsib ilities: setti ng ex pectations

Source: Council of Foundations; 10 Thing s Every New Foundation Board Member Should Know as of December 31, 2013.

DIRECTOR OR TRUSTEE ROLES AND RESPONS IBILITIES

• A s a g overning structure, the board:

– Sets the organization’s basic purpose and oversees
operations

– Approves investment policies, reviews investment
performance, and employs appropriate asset
management

– Develops budget and reviews/oversees compliance with
the budget

– Reviews audit and ensures internal controls are in place

– Approves strategic plans, major contracts and
expenditures

– Addresses potential conflicts of interest

– Ensures tax and regulatory reports are filed in a timely
manner

– Ensures board continuity including maintaining minutes
and documentation of board business as well as
recruiting new members

– Determines employment and compensation of the chief
executive and reviews his or her performance

QUESTIONS FOR CONS IDERA TION

14

• Will the foundation be family directed and managed?

• What constitutes family – Direct descendants only?
Marriage? Adoption?

– Is family involvement an expectation or a choice?

– What will the decision‐making structure and process
be?

• Are there qualifications or skills required to take on a
leadership role within the foundation?

• How much of your personal time are you able to commit
to the foundation?

• What role(s) will external advisors have in leadership
and/or management?

• Should the founder retire from his or her leadership role
at some point in the future? If so, when? What will his or
her role be after a new leader is chosen?

• What does the family anticipate the foundation’s needs 
for a leader will be? What are the roles and
responsibilities of the leader?

• Will the foundation exist in perpetuity or sunset after a
period of time?
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How is your organization planning for the next generation?

What best practices can you share on how your organization approaches
new board member orientation?

15

Idea exchange: Effect ive Governance

Key Takeaw ays:

Foundation Management
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Investment commi ttee Investment po licy

• Do the policies that dictate our
mission support our short‐term
and long‐term goals?

• Is our investment policy
comprehensive and flexible?

• Do we plan on using the fund
for purposes other than those
originally intended?

Redef in ing the ro le o f the investm ent comm i ttee
Effective long‐term investment oversight requires Board members to ask themselves…

17

Spending

• Are we able to sustain our
spending needs and portfolio
value through a full market
cycle?

• How much spending is needed to
operate our organization
effectively?

• What time horizon are we using
to measure our investment and
spending needs?

• How are we overseeing our
investment process?

• Do we have the investment
committee in place to ensure
effective investment
management?

• Are we educating our
stakeholders on the issues likely
to impact the institution’s assets?

• Have we considered a
collaborative approach to
managing our portfolio?

Tak ing a f resh approach to investm ent comm i ttee m embersh ip

Core functional Investment Committee  roles

For Illustrative Purposes Only.
This communication is not intended as an offer or solicitation for the purchase or sale of any financial instrument. “ J.P. Morgan Private Bank” is a marketing name for private banking business conducted
by JPMorgan Chase & Co. and its subsidiaries worldwide. Bank  products and services are offered by JPMorgan Chase Bank, N.A. and its affiliates. Securities are offered by J.P. Morgan Securities LLC, member
NYSE, FINRA and SIPC.

MEMBER(S) THA T REPRESENT:
• Financial market experience

• Exposure to markets over multiple
market cycles and conditions

• Direct experience regarding
alternative investment options,
issues, and structure

• Due diligence exposure

MEMBER(S) THA T REPRESENT:
• The ability to communicate market

conditions, portfolio characteristics,
and performance to all stakeholders

• Knowledge of peer group; issues and
practices related to governance,
portfolio practice, and risk standards

• Understanding of forward‐think ing
agendas, such as impact investing,
ESG (environmental, social and
governance) issues, and SRI (socially
responsible investing)

MEMBER(S) THA T REPRESENT:
• Understanding of institutional cash

dynamics; liquidity, long ‐term
spending needs and potential 
constraints on portfolio construction

• Operational and administrative issues

MEMBER(S) THA T REPRESENT:
• Ties to the donor community

MEMBER(S) THA T REPRESENT:
• Institutional goals, priorities,

preferences and trade‐off insights

Best practices/
communication

18

Financia l
ma rkets/
so lutions

Cap ita l/
budg et

Institut iona l
g oa ls

Institut iona l
development
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Investm ent comm i ttee credentials

19

Source: 2015 NACUBO ‐Commonfund Study of Endowments (NCSE) as of fiscal year ending June 30, 2015. The data is representative of 828 institutions representing $529B in endowment assets. The
information contained herein comes from sources believed to be reliable but neither J.P. Morgan or any of its affiliates warrant its accuracy and accept no liability for any direct or consequential losses
arising from its use.

Average number of 
committee members:   8

Over $1 
Billion

$501
Million ‐

$1
Billion

$101‐500
Million

$51‐$100
Million

$25‐$50
Million

Under
$25

Million

Investment committee members who
are investment professionals

6.8 6.3 4.8 3.5 3.0 2.7

Investment committee members 
with alternative strategies 
experience

5.1 4.5 2.9 2.1 1.9 1.3

Non‐trustee voting members 2.5 1.8 1.2 1.0 0.7 1.2

Sample investm ent commi t tee m eeti ng agenda

Review at every quarter ly meeting

– Market review and outlook

– Portfolio review and performance

– Current portfolio recommendations

– Deep‐dive into a specific asset classes (see below)

– Review of a governance or fiduciary topic (see below)

20

Topics that may rotate on the agenda

Asset Classes

– Global equities

– Global fixed income

– Emerging markets

– Real assets

– Hedge funds

– Private equity

Governance & Fiduciary

– Investment policy

– Spending policy

– Risk tolerance

– Regulatory changes

– Peer benchmarking

– Custom educational topics

Rotation customized to
needs of client and market

environment

Every 18 – 24 months, extended
committee meeting

to review strategic asset allocation
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Bu ild i ng an ef fect ive investm ent po licy statem ent

An organization’s investment policy statement should effectively guide the investment committee and
investment advisor.

 Enable more than it restricts

 Defines guiding principles

 Delineates functional responsibility

 Outline processes and controls

 Define

– Rate of return objectives

– Variance bands

– Spending policy

– Rebalancing policy

– Benchmarking

 Reviewed at least annually

IPS Tab le o f Contents

21

 Purpose of the investment policy

statement

 Mission of the organization

 Governance

 Responsibilities of the committee

 Investment objectives

 Legal considerations

 Asset allocation

 Asset classes

 Investment restrictions

 Performance/benchmarks

 Conflicts of interest

• Advisor and investment manager due diligence/transparency
• Investment suitability
• Diversification
• Liquidity
• Stress test and variability of returns analysis
• Operational risk controls

INVESTMENT PROCESS

Samp le fram ewo rk fo r investm ent po licy

Roles of the board, inves tment commi t tee and staf f

Have an inves tment process with risk management controls in place

GOVERNANCE

• Define responsibilities and authority, including fiduciary responsibilities and
legal standards applicable to the governing bodies

• Outline communication process for all stages of investment process

• Instill the organization’s mission and purpose to all involved parties

INVESTMENT POL ICY

Formulate policies

22

• Return objectives, risk tolerance, time horizon and liquidity

• Spending policy

• Permissible investments/suitability standards

• Strategic asset allocation, tactical ranges

• Performance & conflict of interest management

• Annual review of investment policy statement

• Request for Proposal cycle
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Developing a structure for ongo ing accountabi l i ty
Defining roles and responsibilities

23

Asset 
Allocation

Strategic 
Rebalancing

Tactical 
Rebalancing

Manager 
Selection & 
Monitoring

Investment 
Operations

Performance 
Reports

Investment 
Committee

Approves Approves Selects 
Investment 
Advisor(s)

Reviews 
monthly / 
quarterly

Investment 
Advisor

Advises Implements 
within 

guidelines

Executes Researches, 
selects, and 
implements 
investment 
vehicles

Implements, 
monitors and 
coordinates

Provides 
monthly 

snapshots / 
quarterly 

holistic review

Staff Oversees

How is your investment committee structured and how do you handle on-
going committee education?

What resource(s) have you found valuable when it comes to education?

24

Idea exchange: Foundat ion Management

Key Takeaw ays:
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How of ten does your committee review the investment policy statement?

What internal or external catalysts would prompt an update or change in
your policy?

25

Idea exchange: Investment Po licy Statement

Key Takeaw ays:

Best Practices in Investment
Management
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1Please see page titled “Understanding long ‐term estimates” for further detail
2 Amount necessary to generate rate of return in excess of distribution rate and inflation
3 J.P. Morgan Nominal Equilibrium Assumption for Inflation. Note: Bureau of Labor and Statistics (BLS) – Average headline inflation since 2000 = 3.00%
42014 Council on Foundations‐Commonfund Study of Investment of Endowments for Private and Community Foundations as of fiscal year ending June 30, 2014. The data is
representative of 244 institutions.

Def in ing Investm ent Objectives

Many organizations have an operating return requirement of over 7.25% 2

Excess Return

Operating Return
Requirement2

2.25%

5.00%

Sample D istribu tion4

7.25%

In flat ion Estimate3

To ta l Rate
o f Return

27

Perfo rm ance and risk benchm ark ing

How do private foundations attempt  to generate  returns?

24 23 28 35

18 17
18

19

48 34

0

20

40

60

Total Over $500MM $101 ‐ 500MM Under $101MM

A sset A llocation fo r  U.S . Pr ivate Foundations (% )

Domestic Equities International Equities

45 24

4 4
9 8

14 17
6 5

80

100

A lternative Strategies Fixed Income Cash

Spending Rates fo r  U.S . Pr ivate  Foundations

6.0%
5 .7%

Source: 2015 Council on Foundations‐Commonfund Study of Investment of Endowments for Private and Community Foundations as of the 2015 fiscal year (January 1‐December 31,
2015). The data  is representative of 228 institutions. The information contained herein is provided for illustrative purposes only and should not be relied upon in isolation for the
purpose of making an investment decision. For more information on product profiles and trade ideas, which discusses risks, benefits, liquidity and other matters of interest, please
contact your J.P. Morgan representative.

28

5 .4%

4 .9%

5 .4%

4.5%

5.0%

5.5%

Total Over $500MM $101 ‐ $500MM Under $101MM
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Alternative investm ent b reakdown fo r p rivate foundatio ns

A lternative S trateg ies Mix (% )

19 18 20
13

42 40

60

54
56

13 15

4
6

9 15

11 9
2 1

0

20

40

80

100

120

Total Over $500MM $101 ‐ 500MM Under $101MM

Private Equity

Private Equity Real Estate
Marketable A lternative Strateg ies

Energ y & Natural Resources

Venture Capital

Distressed Debt

Source: 2015 Council on Foundations‐Commonfund Study of Investment of Endowments for Private and Community Foundations as of the 2015 fiscal year (January 1‐December 31,
2015). The data  is representative of 228 institutions. The information contained herein is provided for illustrative purposes only and should not be relied upon in isolation for the
purpose of making an investment decision. For more information on product profiles and trade ideas, which discusses risks, benefits, liquidity and other matters of interest, please
contact your J.P. Morgan representative.
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7 8

10 10

9 9

Priva te foundatio n investm ent returns

A verag e One ‐, Three ‐, F ive ‐ and 10 ‐Year  Net Returns (% ) – Fisca l Year  2015

A verag e A nnual  Total  Net Returns fo r  Total  Institut ions (% ) – Fisca l  Years  2006 ‐2015

30

Source: 2015 Council on Foundations‐Commonfund Study of Investment of Endowments for Private and Community Foundations as of the 2015 fiscal year (January 1‐December 31,
2015). The data  is representative of 228 institutions. The information contained herein is provided for illustrative purposes only and should not be relied upon in isolation for the
purpose of making an investment decision. For more information on product profiles and trade ideas, which discusses risks, benefits, liquidity and other matters of interest, please
contact your J.P. Morgan representative. Past perfo rm ance is  no g uarantee of fu ture results.

30

13.7
10.3

‐10

‐20

‐25.9
‐30

20.5

12.5

‐0.7

12
15.6

6.1

00

10

20

2006 2007 2008 2009 2010 2011 2012 2013 2014 2015

Total Over $500 MM $101 ‐ 500 MM Under $101 MM

FY 2015 Total Net Return 0.0 1.1 ‐0.5 0.1

3‐yr Net Return 6.9 7.8 6.7 6.8

5‐yr Net Return 6.3 7.0 6.2 6.0

10‐yr Net Return 5.5 5.8 5.4 5.5
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Sources: Cambridge Associates, HFRI, J.P. Morgan Asset Management; Barclays, FactSet, NCREIF, Standard & Poor’s. The portfolios that do not contain alternatives are a mix of the S&P
500 and the Barclays U.S. A gg regate. The 20% allocation to alternatives reflects the following : 10% in hedge funds (HFR FW Comp.), 5% in private equity, and 5% in private real

A nnua lized vo la ti l ity and return 1990–3Q 2015
The addition of alternatives (a combination of hedge funds, private equity and real estate) to a traditional stock/bond port folio
can increase returnswhile reducing volatility

Alternative investm ents can improve a portfo lio ’s risk/return characteristics
As well as provide clients with the opportunity to invest in markets not easily accessible to traditional investors

estate. The volatility and returns are based on data  from 4Q90 to 3Q15, encompassing 25 years of data. Past performance is no guarantee of future results. It is not possible to invest
directly in an index. The information contained herein is provided for illustrative purposes only and should not be relied upon in isolation for the purpose of making an investment
decision. For more information on product profiles and trade ideas, which discusses risks, benefits, liquidity and other matters of interest, please contact your J.P. Morgan
representative.
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Add it ional a lternative investm ents cons iderations
Manager  dispersion highest among alternative investments

Source: J.P. Morgan, as of September 2015.

PEOPLE
• Quality / experience / stability of team
• Key decision‐makers
• Investment team’s beliefs / values
• Compensation
• Personal investment in strategy

PHILOSOPHY
• A rticulation of a clear investment

philosophy across the organization
• Philosophy fully embraced by all

team members
• Team actions follow its philosophy

PROCESS
• Competitive advantage of Strategy
• Advantage is repeatable over time
• Investment team works together
• Ultimate decision‐maker defined
• Team view of and control for risk
• Potential causes for process to fail
• Potential cause for Team’s focus to

be diverted by new strategies

PERFORMANCE
• In line w ith expectations
• Commensurate w ith the amount of

risk taken
• Performs in line w ith expectations in

different market environments

Manager evaluation framework

(sample criteria below)

1.1

2.1

0.9

1.3

1.7

5.6

6.9

18.0

Multi‐Sector Income Funds

High Y ield Funds

Intermediate Inv Grade Debt Funds

Emerging Market Debt Funds

Intermediate Municipal Debt Funds

US Buyout Funds 

Long/Short Hedge Funds 

Relative Value Hedge Funds

FI
XE

D
IN
CO

M
E

EQ
U
IT
IE
S

AL
TE
RN

AT
IV
ES

Investment strateg ies presented here may not be suitable for all investors. Speak with your J.P. Morgan representative concerning your personal investment needs. For more
information, turn to “ Important Information” in the Appendix. The information contained herein is provided for illustrative purposes only and should not be relied upon in
isolation for the purpose of making an investment decision. For more information on product profiles and trade ideas, which d iscusses risks, benefits, liquidity and other
matters of interest, please contact your J.P. Morgan representative.
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MANAGER RETURN DISPERSION BETWEEN THE 25TH AND 75TH PERCENTILES (% )

Greater
Dispersion

Smaller
Dispersion)

Event Driven Hedge Funds 5.4
Macro Hedge Funds 5.2

Diversified Hedge Funds 3.2

Emerging Market Funds 3.4

Small‐Cap Core Funds 2.6

Large‐Cap Growth Funds 2.3

Large‐Cap Value Funds 2.0

Large‐Cap Core Funds 2.2

International Large‐Cap Core (EAFE) 1.5
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Hedge funds, private equity, private real estate, and infrastructure investments as described on this page are typically structured as limited partnerships (“ LPs” ) which acquire, 
manage, and liquidate portfolios of various types of portfolios. The information contained herein is provided for illustrative purposes only and should not be relied upon in
isolation for the purpose of making an investment decision. For more information on product profiles and trade ideas, which d iscusses risks, benefits, liquidity and other matters
of interest, please contact your J.P. Morgan representative.
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Pr imary types o f a lternative investm ents

Description Targeted Return Common Strategies

Hedge Funds  Open‐ended funds that buy (long) or sell (short) 
investments

 Use of hedging, arbitrage, and leverage

 Involve portfolios of private securities

 Redemptions are allowed but liquidity terms vary 
greatly

 Seek high absolute returns
relative to the volatility
(variability) of those
returns

 Event driven

 Equity long/short

 Global macro

 Relative value

 Diversified

Private Equity  Closed‐end private investment funds

 Generally invest capital over a 3‐5 year period

 Aim to harvest investments over a 2‐5 year period (5‐10
year total fund life)

 Involve portfolios of investments that are not
publicly traded

 Generally illiquid; net cash flows back to the investor 
generally begin around year 5

 Fund managers seek 
returns well in excess of 
those available in public 
markets

 Leveraged buyouts

 Growth equity

 Venture capital

 Private credit

 Other private 
transactions

Private
Real Estate / 
Infrastructure

 Private investment funds that make debt and equity 
investments in property over a 2‐3 year period and aim to
harvest investments over a 7‐8 year period

 Involve portfolios of real estate property

 Generally illiquid, although some funds allow 
redemptions

 Seek high absolute returns
as measured by cap rate
(yield) and multiple of
invested capital (MOIC)

 Core

 Core Plus

 Value Added

 Opportunistic

 Infrastructure

Key consid erations in a lternative investm ent portfo lio construction

34

Consideration Does the board have resources to… Take-away
Control  Approve every manager in the portfolio?

 To take on fiduciary responsibility for investments?

 Full control requires substantial resources

Time commitment  Devote time to ongoing investment decisions?  Many alternative investments capitalize on 
temporary market dislocations

Idea generation  Source thematic ideas complementary to the
current portfolio?

 Flexibility around implementation vehicles
makes thematic investing easier

Sourcing  Identify opportunities in the alternative 
investments community?

 Negotiate key terms with each manager?

 Sourcing and structuring investments are 
often functions of both network and size

Initial due diligence  Conduct its own manager search?

 Perform operational due diligence?

 Thorough vetting of managers goes beyond
analysis of returns, especially for alternative
investments

Ongoing due diligence  Access to key decision makers on an ongoing basis?

 Recognize in real time if a manager undergoes a 
material change?

 Terminate managers in a timely manner?

 Size and scale command greater access to 
decision makers and information

Investment minimums  Establish the optimal level of manager 
concentration?

 Over‐diversification results in benchmark level 
returns

Reporting  Consolidate reporting across investments?

 Compile performance holistically?

 Housing investments on one platform can 
simplify analysis and decision making
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Select risk facto rs o f investi ng in hed ge funds and priva te equity

Note: The above risk factors do not constitute a comprehensive list of risks associated with investing in hedge funds. For a more detailed description of these and other risk factors,
please refer to the “Certain risk factors” section on pages 37‐38 and to the risks described in each Fund’s Offering Memorandum.

Certain hedge funds and private equity funds may have limited or no operating history. The prior investment performance
of other funds managed by a manager should not be relied upon as an indication of the future performance of the fund

LIMITED OPERA TING
HISTORY

Hedge funds and private equity funds are not required to be registered as an investment company under the Investment
Company Act, any other U.S. federal or state securities laws or the laws of any other jurisdiction. According ly, investors
often may not have the benefit of the protections conferred by such laws

LACK OF REGULATION

Hedge funds and private equity funds g enerally offer limited liquidity terms and cannot be easily transferred. Hedge funds 
may invest in securities that are not readily marketable or become illiquid after investment.

Private equity investments are intended for long term investors; an investor in such a fund may not freely transfer, assign, 
or sell any interest without the prior written consent of the fund manager. There is no liquid market for such interests and
none is expected to develop

LIMITATIONS ON
TRANSFER AND
LIQUID ITY RISK S

The performance of a hedge fund and a private equity fund generally depends upon certain key personnel, and there can
be no assurance that the individuals employed by the funds will remain willing or able to provide their services to the fund

DEPENDENCE ON THE
INVESTMENT MANAGER

All investments risk the loss of capital. The nature of the securities purchased and traded by hedge funds and private
equity funds and the investment techniques and strategies they employ may increase this risk.

INVESTMENT RISK
There can be no assurance that hedge funds will not incur losses. Investors may lose all or substantially all of their
investment in hedge funds and private equity funds

35 36

Def init io ns o f hedg e fund strateg ies

Note: These characteristics represent the characteristics typical of these types of a lternative investment funds. There can be no assurance that any specific fund will possess these
typical characteristics. This materia l is intended for illustrative purposes only. This document is not intended as an offer or solicitation for the purchase or sale of any f inancia l
instrument. To the extent that this materia l relates to investment activities, it is directed solely at persons to whom it may be lawfully directed, please see the important disclosures at
the end of this document. Any discussion of specific investment opportunities may require the signature of certain additional documentation by such persons.

Type of Hedge 
Fund

Relative Value Event Driven Long/Short Macro

Description • Simultaneous purchase and 
sale of similar securities seeks
to exploit pricing differentials.

• Manager attempts to 
neutralize long and short 
positions to minimize the 
impact of general market 
movements.

• Special Situations:
Investments in companies 
whose capital structure is 
undergoing change

• Merger Arbitrage: Investments
in securities of firms involved
in mergers

• Distressed: Investments in 
companies in reorganization
or bankruptcy

• Long or short positions in
equities or options 
deemed to be under or 
overvalued.

• Manager may opt not to 
neutralize the value of long
and short positions (i.e. may
net long or net short).

• Analyze fundamental and
economic data to capitalize
on the relative economic
strengths or weaknesses of
countries, regions or
currencies.

Return Drivers • Volatility

• Credit spreads

• Shape of yield curve

• Corporative activity: mergers,
divestitures, and 
reorganizations

• Interest rates

• Security analysis and 
selection

• Volatility

• Valuation

• Macroeconomic factors 
(GDP growth, payroll, 
interest rates, etc.)

• Geopolitical events

• Global currency, equity, 
commodity and fixed 
income market 
movements

Examples Invest in the U.S. Housing 
Recovery through Residential 
Mortgage‐Backed Securities 
(RMBS)

Activist investing in Yahoo! Capitalize on undervalued 
longs and overvalued shorts,
often in the same sector (for
example, long Coke and short
Pepsi)

Tactically trading markets 
around central bank policy and
weak economic growth



9/30/2016

19

Long term risk ‐ad justed perfo rm ance o f hedg e funds has been attractive vs.
trad it ional asset classes

Source: HFRI, PerTrac
Hedge fund allocations uses HFRI Fund Weighted Composite Index as a proxy for hedge funds. Hedge Fund Research Composite Index (“HFRI”) is a w idely used fund ‐weighted industry benchmark, although the exact composition of th is
index remains proprietary
1. Risk ‐free rate is based on Merrill Lynch 3‐month T‐Bills Index.
2. Formerly the Lehman Agg regate Bond Index. It i s not possib le to invest d irectly in an index . Please refer to “Defin ition of terms” and “Defin ition of Indices” for important information.
Past performance is no g uarantee of future  resu lts .
The information contained herein is provided for illustrative purposes only and should not be relied upon in isolation for th e purpose of making an investment decision. For more information on product profiles and trade ideas, which

LONG TERM VA LUE PROPOS ITION (JA N 1990 – MAR 2016)

A VERAGE MONTHLY UP AND DOWN CAPTURE (JA N 1990 – MAR 2016)

discusses risks, benefits, liquid ity and other matters of interest, p lease contact your J.P. Morgan representative.
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Return Volatility Sharpe Ratio1 Maximum 
Drawdown

HFRI Fund Weighted Composite Index 10.0% 6.8% 0.99 (21.4%)

Barclays Aggregate Bond Index2 6.3% 3.6% 0.85 (5.2%)

MSCI World TR Index 6.0% 15.1% 0.26 (54.0%)

S&P 500 TR Index 9.3% 14.6% 0.47 (51.0%)

Overv i ew of Private Equ ity

1 Note: These terms may vary across funds and are meant to demonstrate typical terms found in private equity funds.
2 Source: Cambridg e Associates. Private Equity Index represents the Cambridg e Associates Global Buyout & Growth Equity Fund Index, an end‐to‐end pooled return compared to

Cambridge Associates Modified Public Market Equivalent Net to Limited Partners.
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What is private equity and how does it work?

• Private equity funds are typically structured as limited partnerships which acquire, manage and liquidate portfolios of private securities

• The term “private equity” may also refer to private investments in real estate transactions and in private credit instruments

• Generally invest over a 3‐5 year period and aim to exit investments after a 3‐5 year holding period

• Investments may take the form of control equity, minority growth equity or private debt

• Capital is called as investments are identified and returned following disposition of investments; i.e. funds are not fully drawn up front

• Fund managers seek high absolute returns, both in terms of internal rate of return (IRR) and multiple of invested capital (MOIC)

• Investors generally receive a “preferred return” (6‐8% per year), which defers the fund manager’s performance compensation (which is
typically 20% of profits) until the investor has achieved a minimum return

How do private equity managers generate returns?

• Source and negotiate attractive private transactions

• Seek to invest in profitable growth initiatives

• Ability to improve operating performance by influencing corporate strategy, upgrading management and/or improving operations

• May employ leverage to enhance returns1

Why do we use private equity in client portfolios?

• Historically, private equity has outperformed public equity markets over medium and longer time periods2

• Certain strategies permit investors to opportunistically deploy capital during market dislocations

• Potential to improve portfolio diversification through return drivers that are different from other asset classes
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Note: The above chart discusses representative transactions employed by private equity funds portfolio. The chart is not intended to, and does not, describe representative
transactions of each type of private investment fund may invest.. Source: J.P. Morgan

Private equ ity : pursues a w id e variety o f transactions to take advantag e
o f m arket opportun itie s
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Transaction type Characteristics

 Going‐private transactions may provide an attractive alternative for undervalued public companies
Public‐to‐ that wish to pursue a restructuring or reorganization

private  Target companies may present opportunities for operational improvements and value creation
 Leverage is generally used to fund acquisitions in an effort to increase returns

 Corporations seeking to divest non‐core businesses may sell to private equity managers
Corporate
divestiture  Seller may retain a minority stake to participate in any equity appreciation

 Leverage may be used

 Distressed balance sheets may require a company to raise capital to meet near‐term debt maturities
Balance sheet or other funding requirements
restructuring  Private equity investment may take the form of convertible preferred or common equity

 Growth‐stage businesses require additional equity capital to fund acquisitions and other initiatives
Growth or  Typically non‐control ownership positions
acquisition  Private equity funds may provide operational or financial expertise in an effort to increase the value

capital of the company

 Debt purchased in the secondary market can potentially take advantage of discounted trading

Distressed debt prices or lack of market liquidity

/ Private  New credit extended to distressed companies, generally on a senior secured basis, may receive

lending premium yields as well as equity warrants
 Includes new‐issue private debt to finance small to mid‐cap transactions or provide mezzanine financing

for new leveraged buyouts

Private equ ity d if fers f rom trad it ional asset m anag em ent

guarantee of future results.
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Note: This overview is general in nature and is for illustrative purposes only.
1 While typical of certain types of private investment funds, these factors are not representative of all the types of private investment funds
2 Distributions by private credit and private real estate funds often include distributions of current income that are taxed at applicable rates and that do not benefit from treatment as

long ‐term capital gains.
3 Source: Cambridge Associates LLC, Lipper Inc. as of September 30, 2015. Traditional asset manag ement categories represent the dispersion between top‐ and bottom‐quartile

manag ers utiliz ing f ive‐year annualized data. Data for private equity performance represents the difference between net of fees pooled end‐to‐end returns of top‐ and bottom‐
quart ile manag ers based on data compiled from 1,831 g lobal (U.S. and ex U.S.) buyout and g rowth equity funds tracked by Cambridge Associates LLC. Please see “ Important notes
on performance data” on page 36, and “Certain risk factors” on pages 37‐38. The data does not adjust for survivorship bias or delayed reporting . Past performance is no

Private equity1 Traditional asset management
Availability of company 
information

 Sponsors often have greater access to information  Access is typically limited to public information

Pace of capital deployment  Capital drawn as investments are made; capital called
only as needed

 Fully drawn and invested upfront

Relationship with company
management

 Typically active  Typically passive

Tax treatment  Often long‐term capital gains for equity 
investments2

 Can be short‐ or long‐term capital gains

Key driver of manager 
compensation

 Both assets under management and profitable 
realizations of portfolio companies

 Assets under management

Performance dispersion  Wide – approximately 17% between top and 
bottom quartiles3

 Low – typically less than 4% between top and 
bottom quartiles3

Liquidity  Illiquid, long‐term commitment, 10‐12 years  Often daily

Investor access  High minimums

 Limited fundraising period

 Low minimums depending on vehicle

 Continuous fundraising period

Fees and performance 
compensation

 Higher management fees

 Performance compensation (typically, 20% of 
profits)

 Lower management fees

 Generally no performance compensation
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Priva te equ ity has h is to rica lly g enerated attractive returns

Source: Cambridge: Data as of 3Q 2015. Past performance is not indicative of future results. The Global Buyout & Growth Equity Index is based on data compiled from 1,831 g lobal
(U.S. & ex – U.S.) buyout and g rowth equity funds, including fully liquidated partnerships, formed between 1986 and 2015. Internal rates of return are net of fees, expenses and
carried interest. The historical returns reflected above are included solely for the purpose of contrasting returns of buyout and g rowth equity funds with the MSCI ACWI index over
certain time periods. The historical returns are not intended to, and do not, ref lect the historical performance of investment opportunities in private equity, private credit and
private real asset funds made available to eligible clients of J.P. Morgan Private Bank. See “ Important notes on performance data” for important information regarding
performance data and “Key risks of investing in alternatives” . Past perfo rm ance is no g uarantee of future resu lts . It is not possible to invest directly in an index. The
information contained herein is provided for illustrative purposes only and should not be relied upon in isolation for the purpose of making an investment decision. For more
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G lobal buyout/g rowth private equ ity has cons istently outperfo rmed public equ ities

Annualized return, %

18%

information on product profiles and trade ideas, which discusses risks, benefits, liquidity and other matters of interest, please contact your J.P. Morgan representative.
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13.6% 13.2%14%

16%
MSCI ACWI Buyout & Growth Equity

Manag er selectio n is particu larly crit ica l in p rivate m arkets

• Private equity generally represents 5‐15% of diversified portfolios and may generate returns greater than public equities in
exchange for a sign ificantly longer illiquidity profile1

• Over the past 25 years, the average difference between top quartile and bottom quartile private equity managers has been
17.2% 2

• Diversification by vintage year, style, industry sector and geog raphy helps mitig ate risks and provide more stable returns

Histo rica l ly strong med ian perfo rmance, but d ispersion between top and bottom quarti les can be si gn i f ican t1,2

20%

10%

0%

‐10%

‐20%

30%

40% Top quartile, 21.4%
Median, 12.5%
Bottom quartile, 4.2%

Net Internal Rate of Return (“IRR”) 1989 ‐2013 A verag es

1 Source: J.P. Morgan Private Bank as of January 2016. Past performance is no guarantee of future results.
2 Source: Cambridge Associates LLC, Bloomberg as of September 30, 2015. “Private equity” consists of 1,831 g lobal buyout & g rowth equity funds tracked by Cambridge Associates

LLC and does not include private credit, real estate or real asset funds. Indices are for illustrative purposes only, are not investment products and may not be considered for direct
investment. Data for 2014 and through Q3 2015 is too recent to provide meaning ful representation of quartile dispersion. See " Important Notes on Performance Data“ .
The information contained herein is provided for illustrative purposes only and should not be relied upon in isolation for the purpose of making an investment decision. For more

information on product profiles and trade ideas, which discusses risks, benefits, liquidity and other matters of interest, please contact your J.P. Morgan representative.

42
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What view does your organization have with respect to alternative
investment strategies?

Please describe your experience with alternative investments, if applicable.
• Hedge Funds: What role do hedge fundsplay in your port folio and what results have 

you seen?
• Priv ate Equi ty : Are you adding to, maintaining, or reducing the private equity

allocation in your port folio? Why?

43

Idea exchange : A lternat ives

Key Takeaw ays:

Next Steps
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Nex t S teps: S tart w i th a health check

Health
Check
Gu ides

Investm ent
Commi ttee
S k ill Set

M iss ion
S tatement

Grantmak ing

K ey
Respons ib ilit ies
of Nonprof it

Boards

Investment
Policy

S tatement

Nonpro f it
Governance

45

Thank you for you r t ime today!

46
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Broad Foundatio n Governance

 Establish a mission and purpose

 Select the Executive Director

 Support and evaluate the Executive Director

 Set policies and ensuring effective planning

 Monitor and strengthen programs and services

 Ensure adequate financial resources

 Protect assets and provide proper financial oversigh t

 Building a competent Board

 Ensure legal and ethical integrity

 Enhance the organization’s brand image and standing in the community

 Monitor the performance of its programs, products and services

 Respond to major issues that can or will impact the NFP and the communities it serves

 Provide fiduciary oversigh t, and take responsibility for the prudent and appropriate delivery of human resources, legal and
administrative services

47

Source: BoardSource, as of December 31, 2015.

Key Responsib ilitie s o f Nonprof it Boards

Determine mi ssion and purpose

•It is the board's responsibility to create and review a statement of mission  and purpose that articulates the org anization's goals,
means, and primary constituents served

Select the ch ief executive

•Boards must reach consensus on the chief executive's responsibilities, undertake a careful search to find  the most qualified individual
for the position and approve annual compensation  package

Support and eva luate the ch ief executive

•The board should ensure that  the chief executive has the moral and professional support he or she needs to further the goals of the
org anization

Ensure ef fective p lannin g

• Boards must actively participate in an overall planning process and assist in implementing and monitoring the plan's goals

Monito r, and streng then prog rams and serv ices

•The board's responsibility is to determine which programs are consistent with the org anization's mission  and monitor their
effectiveness

Ensure adequate  f inancia l resources

• One of the board's foremost responsibilities is to secure adequate resources for the org anization to fulfill its mission

Pro tect assets and prov ide proper f inancia l oversig ht

• The board must assist in developing the annual budget and ensuring that  proper financial controls are in place

Build a com petent board

•All boards have a responsibility to articulate prerequisites for candidates, orient new members, and periodically and comprehensively
evaluate their own performance

Ensure leg a l  and ethica l in teg rity

• The board is ultimately responsible for adherence to leg al standards and ethical norms

48
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Missio n S tatem ent: Checklist and Guiding Principles

Why develop a mission? The mission…

 C larif ies what the family hopes to accomplish through their grantmaking, and in what areas it will make grants to get there

 Helps the family set a course that transcends generations

 Enables the foundation to see where it is deviating from its expectations and goals so it can  make course correct ions

 Identif ies g aps that the foundation or fund can fill

 Enables the organization to be more stra teg ic

 Ensures that the family members are truly in sync

 Streng thens the role of the family in the foundation

TOPIC S TO CONSID ER:

 Values: What is important to the family?

 History: What was the impetus for creating the foundation?

 Interests: What fields or issues interest the family? How many issues should you support?

 Context: What is happening in targeted community or field?

 Impact: What is the desired level of impact?

 Lang ua ge: How much flexibility do you require? How much future interpretation is desired?

 Geog raphy: Are there limits to where funding will go?

Source: Foundation in a Box, Grantmaking with a Purpose: Mission and Guidelines.
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Missio n S tatem ent: Checklist and Guiding Principles (Part II)

Trustee Quest ionnaire

1. What social issues and/or geographies are you most passionate about? A re there any issues and/or geographies you do not
wish to support?

2. What has been your philanthropic involvement to date?

3 . What interests/concerns you – (e.g. which stories do you read first in the newspaper?)

4. What makes you angry about the way the world is now?

5. What positive things do you see in the world that you would like to support/encourage?

6. What change would you like to see happen in the world in your lifetime?

7 . What motivates you to g ive?

8. What values have your family and other role models passed on to you that influence your philanthropic decision making?

9. If you could fast forward by 5 years, or 10 years, and the family giving could achieve one thing, what kind of thing might
that be?

10.What do you believe was the impetus behind creating the Cain Family Foundation? What was most important to the
founders – what did they want the Foundation to achieve?

11 .A re there issue areas, programs, populations, or geographies the Foundation has not focused on in the past that you are
interested in exploring further?

12. How much of your personal time are you willing to commit to a family philanthropy initiative?

50
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S ing le issue, b road focus (example: health)
The Foundation seeks to improve the health and well-being of all . To achieve the most impact we focus on
four broad areas: (1) Access to quality health care at reasonable cost; (2) access to quality care and support for people with
chronic health condit ions; (3) healthy communit ies and lifestyles; and (4) reduction of substance abuse.

S ing le issue, narrow focus (example: women)
The isa family foundation, established in 1990 to expand women’s educational opportunities and advance
scholarship by and about women. Foundation grants promote curriculum development and research in women’s studies and 
support projects that prepare girlsand women to meet the professional and personal challenges in their lives.

Multip le issues, broad fo cus
The Foundation iscommit ted to democratic values, including fairness, diversity, and community. We seek to build
a society that values nature and protects ecological balance for future generations; promotes humane health care; and fosters 
arts to enrich communit ies.

Mult ip le issues, narrow focus
The mission of the Foundation is to support and encourage educational, cultural, social, and environmental
values that contribute to making our society and our world more livable. To that end the Foundation focuses on efforts that
support artistsat early stages of their careers, educational efforts that improve the teaching profession and strengthen
educational resources for K-12 education and environmental causes that result in protection of land and species.

Missio n S tatem ents

51

Investm ent Commi t tee Sk il lsets

Have the current members of the IC mastered the micro issues of investing well enough to:

 Develop multi‐asset‐class investment policy?

 Meaningfully critique overall risk ‐adjusted investment performance?

 Evaluate active managers, and especially alternative strategies?

Can the IC’s membership, within the context of quarterly meetings, adequately:

 Create and monitor policy decisions?

 Assess changing market conditions?

 Consider legacy fixed assets, such as real estate?

 Select and/or evaluate investment managers?

 Address regulatory and compliance issues?

 Evaluate the impact of distribution policy?

 Manage administrative issues?

52
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Investm ent Pol icy S tatem ent Check lis t

An organization’s investment policy statement should effectively guide the investment
committee and investment advisor.

 Does the policy enable more than it restricts?

 Are the objectives measurable?

 Does the policy define functional responsibilities?

 Are the processes and controls clear?

 Does the asset allocation include a ‘target’ and

variance bands?
 Is the spending policy clearly defined and in is it

in alignment with the return and risk targets?

 Are risk metrics defined alongside return

expectations?

 Does the committee review the policy at least

annually?

Samp le Tab le o f Contents

 Purpose of the investment policy

statement

 Mission of the organization

 Governance

 Responsibilities of the committee

 Investment objectives

 Legal considerations

 Asset allocation

 Asset classes

 Investment restrictions

 Performance/benchmarks

 Conflicts of interest
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Fit :

 Does the request fit with the foundation/trust’s mission, gu idelines and
strategy as determined by donor intent and/or trustees direction?

E f fectiveness:

 Does the organization know what it wants to accomplish and does its
strategy reflect a deep understanding of the problem it seeks to 
address?

 Does the organization have strong collegial or collaborative
relationships with partner organizations?

 Is the organization using an effective model?

 Does the organization have a track record of success and is there
evidence that it is more than (or as effective as) other organizations 
working in a similar issue area?

 Is the program effective and does it make sense (if the request is for a
specific program within an organization)?

 Is the request ambitious and achievable?

 Does the organization have a reasonable plan for sustaining the
program/project beyond the grant period (if the request is for a specific
new program/project within an organization)?

Impact:

 Has the organization made a significant impact with the people
served/in the area it seeks to make a difference?

 Has the organization made a significant impact on the larger
community beyond the specific people served?

 Is the organization able to demonstrate impact through evaluation and
measurable results?

 Is the program able to demonstrate impact through evaluation (if the
request is for a specific program within an organization)?

Questio ns o f ten ra ised by funders w hen consid ering g rants

Leadership:

 Does the organization have strong and skilled staff leadership?

 Does the organization have a positive reputation? Is the organization
recognized as a leader in its field by peer organizations and other
funders?

 Does the organization have strong and engaged governing board?

E f f icacy:

 Does the organization have sound internal operations and procedures?

 Is the organization in strong financial health and does it spend money
wisely?

 Does the organization have a sound financial management system,
which includes independent auditors?

 Does the organization have a robust and diversified revenue base?

 Does the organization have the infrastructure, staff and funds to
achieve its goals?

 Does the organization have a strategic plan and reasonable growth
trajectory?

For General Considerat ion:

 What are the strongest aspects of the organization and request?

 What are the weakest aspects of the organization and request?

 Are there any red flags or deal breakers?
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Appendix

Biog raphy

CRISS IE T. FORTMEYER
EXECUTIVE D IRECTOR, J.P. MORGAN ENDOWMENTS & FOUNDATIONS GROUP
Crissie Fortmeyer is an Executive Director for J.P. Morgan in the Endowments & Foundations Group. She joined J.P. Morgan in 2014 and brings more than
twenty‐five years of experience in the non ‐profit investment management industry advising foundations, endowments, charities and healthcare
organizations.

Prior to joining J.P. Morgan, Crissie worked for Russell Investments as a senior member in the non ‐profit practice focusing on outsourcing solutions. Prior to
Russell, Crissie served in numerous roles during her 19 years at Commonfund. During her tenure at Commonfund, she was responsible for advising
foundation and endowment clients on investment policy, governance, asset allocation, spending policy, risk management and best practices.

As a thought‐leader in the non‐profit industry, Crissie is a frequent speaker at industry conferences on issues pertaining to managing non ‐profit investment 
portfolios and industry best practices. In her philanthropic work, Crissie serves on the investment committee of the North Texas Community Foundation.
Crissie has previously served on other nonprofit boards.

Crissie holds a Bachelor of Arts in Business Adm inistration from Baylor University and a Masters of Business Administration from the University of Redlands. 
She holds her Series 7, 63 and 24 licenses.

Crissie lives in Colleyville, Texas with her husband and son.

PHONE:  

EMA IL :

ADDRESS:

(214) 965‐2307

crissie.t.fortmeyer@jpmorgan.com

2200 Ross Ave, Floor 10

Dallas, TX 75201
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Biog raphy

JULIA CHU
EXECUTIVE D IRECTOR, J.P. MORGAN PHILA NTHROPY CENTRE

Julia Chu, Executive Director, serves as a  Philanthropic Advisor at J.P. Morgan Private Bank based in New York.

As a formerly practicing tax attorney, Julia plans the optimal timing and combination of charitable strategies, according to each client’s goals and
assets. She also heightens the impact of the client’s philanthropy, through strategic alliances, evaluation, g lobal forums, and the publication of thought
leadership. In addition, Julia integrates multiple generations in creating a common family philanthropic legacy.

Julia also guides non‐profit institutions in Mission Communication, Board Governance, and Planned Giving, and regularly facilitates board meetings in these
areas. She has led board training sessions in conjunction with the firm’s partnership with Robin Hood. She previously served at the National Endowment for
the Arts’ Literature Program, and in the Foundation Relations and Planned Giving offices of the New York University School of Law, and the Fashion Institute
of Technology respectively.

Julia develops the family governance system for families across the nation, by documenting their history, distilling their common values, and understanding
their unique attributes, a process that culminates in a values statement and family constitution. Julia also empowers younger generation family members in
identifying and strengthening their core passions and capabilities.

Julia advises art collectors on the factors to consider in acquiring and maintaining art. She also counsels them on the optimal succession of art, both to
family members and museums, to align with the collector’s goals and tax profile.

Julia serves on the editorial board of the philanthropy section of Trusts and Estates magazine, and regularly lectures on charitable planning. She teaches at
NYU’s George H. Heyman, Jr., Center for Philanthropy and Fundraising (Master’s level course in Ethics, Law and Board Governance in Philanthropic
Organizations). She also periodically shares philanthropy developments as an interviewee of the New York Times. In addition, Ju lia evaluates fellowship
candidates for the social entrepreneurship organization Echoing Green.

Julia currently serves on the audit and development committees of the Brooklyn Arts Council board, and formerly the Non ‐Profit and Art Law Committees of
the NYC Bar. Julia received her LL.M. in Taxation from NYU School of Law, J.D. from Boston University and B.A. from Cornell University.

PHONE:  

EMA IL :

ADDRESS:

(212) 464‐2008

julia.chu@jpmorgan.com

270 Park Avenue, Floor 05

New York, NY 10017
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An annual i zed return is an investment return, discounted retroactively from a cumulative figure, at which money, compounded annually, would reach  the cumulative total.

Beta is a measure of the volatility, or systematic risk, of a security or a portfolio in comparison to the market as a whole.

Buyout: An investment transaction by which the ownership equity of a company, or a majority share of the stock of the company is acquired. The acquirer thereby "buys out" control of the target company. A buyout can
take the form of a leveraged  buyout, a venture capital buyout or a management buyout.

Carried Interest: In a lim ited partnership, the percentage of the profit that is allocated to the general partner, investment manager or affiliate thereof. For example, if a fund is structured as a lim ited partnership, the
limited partners receive a certain return on their investments and the general partner, who is, or is affiliated with, the fund manager, receives  the carried interest. It is intended to incentivize the recipient to make
profitable investment decisions for the partnership.

CDS (Credit Defaul t Swap) is a swap contract in which the buyer of the CDS makes a series of payments to the seller and, in exchange,  receives a payoff if a credit instrument (typically a bond or loan) undergoes a
defined 'Credit Event', often described as a default (fails to pay). However the contract typically construes a Credit Event as being not only 'Failure to Pay' but also can be triggered by the 'Reference Credit' undergoing
restructuring, bankruptcy,  or even (much less common) by having its credit rating downgraded.

Collateral ized debt obl igat ions (CDOs) are a type of structured asset‐backed  security whose value and payments are derived from a portfolio of fixed‐income underlying assets. Correlation is a statistical measure of the
degree to which the movements of two variables are randomly related. Correlation can range from ‐1.0 to 1.0 with 1.0 indicating a perfect positive correlation and  ‐1.0 indicating a perfect negative correlation.

Collateral ized loan obl igat ions (CLOs) are a form of securitization where payments from multiple middle sized and large business loans are pooled together and passed on to different classes of owners in various
tranches. A CLO is a type of collateralized debt obligation.

CMBS : Commercial Mortgage‐Backed Security; a security whose payments are derived from payments on commercial mortgages.

A debtor‐in‐possess ion (“D IP”) loan is a super‐priority secured financing that provides operating capital to a U.S. company after it has filed for bankruptcy.

Dividend Recapital ization: When a company incurs new debt in order to pay a special dividend to private investors or shareholders. This usually involves a company owned by a private investment firm, which can
authorize a dividend recapitalization as an alternative to selling its equity stake  in the company.

Ef f ic ient Frontier: Every possible asset combination can be plotted in risk‐return space, and the collection of all such possible portfolios defines a region in this space. The line along the upper edge of this region is known as
the efficient frontier (sometimes "the Markowitz frontier"). Combinations along this line represent portfolios (explicitly excluding the risk‐free alternative) for which there is lowest risk for a given level of return.
Conversely, for a given amount of risk, the portfolio lying on the efficient frontier represents the combination offering the best possible return.

Ex i t (or real izat ion  or moneti zat ion) : An exit  is the means by which a fund is able to realize or liquidate its investment in a company. Exit strategies can include selling or distributing the portfolio company's shares after an
initial public offering (IPO), a dividend recapitalization, or a sale of the portfolio company to another private equity firm or a strategic buyer.

General Partner (GP): The partner of a fund organized as a lim ited partnership that has management rights and liabilities for the partnership.

Growth equi ty : Growth equity refers to equity investments, most often minority investments, in relatively mature companies that are looking for capital to expand or restructure operations, enter new markets or finance a
major acquisition without a change of control of the business.

Initial Publ ic Offering (IPO): The sale or distribution of a stock of a portfolio company to the public for the first time. IPOs are often an opportunity for the existing investors (often venture capitalists or private equity
firms) to receive returns on their original investment.

IRR  ( Internal Rate of Return) is the discount rate often used in capital budgeting that makes the net present value of all cash flows from a particular project equal to zero. Generally speaking, the higher a project's
internal rate of return, the more desirable it is to undertake the project. As such, IRR can be used to rank several prospective projects a firm is considering. Assuming all other factors are equal among the various projects, the
project with the highest IRR would probably be considered the best and undertaken first. IRR is sometimes referred to as "economic rate of return (ERR)”.

I SDA® ( Internat ional  Swaps and Der ivat ives Assoc iat ion, Inc.) , an association created by the private negotiated derivatives market that represents participating parties. This association helps to improve the private
negotiated derivatives market by identifying and reducing risks in the market. Created in 1985, the ISDA has members from institutions around the world.

Leverage Buyout (LBO): A leveraged buyout transaction occurs when an investor acquires a controlling interest in a company's equity and where a significant percentage of the purchase price is financed through
leverage. The assets of the acquired company are used as collateral for the borrowed capital, sometimes with assets of the acquiring company.

Leveraged loans are loans to non ‐investment grade companies. Purposes include: refinancing, leveraged  buy‐out, leveraged re‐capitalization, corporate acquisition, stock buyback and working capital. M&A and
refinancing usually the biggest categories, a lthough recently LBOs picked up to around 1/3.

LIBOR (London Interbank Offered Rate) is an interest rate at which banks can borrow funds, in marketable size, from other banks in the London interbank market. The LIBOR is fixed on a daily basis by the British
Bankers' Association. The LIBOR is derived from a filtered average of the world's most creditworthy banks' interbank deposit rates for larger loans with maturities between overnight and one full year.
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L imi ted Partner (LP): Institutions or individuals that contribute capital to a private equity fund organized as a limited partnership. LPs have limited liability. LPs typically include pension funds, insurance companies, asset
management firms, fund of fund investors as well as high net worth individuals.

LTM EBITDA : Earnings before interest expense, income taxes, depreciation and amortization over the last twelve months.

Max imum drawdown is the maximum peak to trough decline during a specific record period of an investment or fund. It is usually quoted as the percentage between the peak to the trough.

Mult iple on invested capital (MOIC) : The amount, expressed as a multiple, that is earned  on an investment made by a private equity or venture capital firm. It is calculated by dividing the total capital received by the
total capital paid.

OTC (Over the Counter ) is a security traded in some context other than on a formal exchange such as the NYSE, TSX, AMEX, etc. The phrase "over‐the‐counter" can be used to refer to stocks that trade via a dealer
network as opposed to on a centralized exchange. It also refers to debt securities and other financial instruments such as derivatives, which are traded  through a dealer network.

Preferred  Return: Private equity fund return that limited partners receive prior to the general partner’s carried interest. General partners begin to receive  the carried interest once limited partners receive their preferred
return.

Recovery period is the period of time required to reach the original peak from a trough formed by a drawdown.

RMBS: Residential Mortgage‐Backed Security; a security whose payments are derived from payments on residential mortgages.

The Sharpe ratio is a return/risk measure, where the return (the numerator) is defined  as the incremental average monthly return of an investment over the risk free rate. Risk (the denominator) is defined as the standard
deviation of the monthly investment returns less the risk free rate. A risk free rate of 4% was used to calculate the Sharpe ratio. Values are presented in annualized terms; annualized Sharpe ratios are calculated by
multiplying the monthly Sharpe ratio by the square root of twelve.

Sponsor‐Backed Issuance : An initial public offering that is backed by a private equity or venture capital firm.

SPV (special purpose vehicle)   is a legal entity created solely to serve a particular function, such as facilitation of a financial arrangement or creation of a financial instrument. See also special purpose corporation.

Standard   deviat ion measures the dispersion or uncertainty in a random variable (in this case, investment returns.) It measures the degree of variation (in this case) of monthly net returns around the average monthly net
return. The higher the volatility of the investment returns, the higher will be the standard deviation. For this reason, standard deviation is often used as a measure of investment risk.

Vintage Year : The year  in which a private equity fund makes its first investment.
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All index performance information has been obtained from third parties and should not be relied upon as being complete or accurate. Indices are shown for compar i son purposes only. They  are not investment
products avai lable for purchase. Indices are unmanaged and general ly do not take into account fees or expenses or employ spec ial investment techniques such as leverag i ng or  short sel l ing .
Furthermore, while some hedge fund indices may provide useful indications of the general performance of the hedge fund industry or particular hedge fund strategies, all hedge fund indices are subject to selection,
valuation, survivorship and entry biases, and lack transparency with respect to their proprietary computations.

The S&P  500  Index (“S&P 500”) consists of 500 stocks chosen for market size, liquidity and industry group representation. It is a market‐value weighted index (stock price times number of shares outstanding), with each
stock's weight in the Index proportionate to its market value. All returns include reinvested dividends except where indicated otherwise. The S&P  Total Return  Index  also includes dividends reinvested.

The Barclays Aggregate Bond Index  represents securities that are U.S. domestic, taxable and dollar denominated.  The index covers the U.S. investment grade fixed rate bond market, with index components for
government and corporate securities, mortgage pass‐through securities, and asset‐backed securities. These major sectors are subdivided into more specific indices that are calculated and reported on a regular basis. This
index was formerly the Lehman Aggregate Bond Index.

The Cambr idge Associates LLC U.S. Private Equi ty Index is an end‐to‐end calculation based on data compiled from 887 U.S. private equity funds (buyout, growth equity, private equity energy and mezzanine funds),
including fully liquidated partnerships, formed between 1986 and 2010. The return represents the pooled end ‐to‐end return, net of fees, expenses, and carried interest.

The MSCI World Index is a free float‐adjusted market capitalization index that is designed to measure g lobal developed market equity performance. The MSCI World Index consists of the following 23 developed
market country indices: Australia, Austria, Belgium, Canada, Denmark, Finland, France, Germany, Greece, Hong Kong, Ireland, Italy, Japan, Netherlands, New Zealand, Norway, Portugal, Singapore, Spain, Sweden,
Switzerland, the United Kingdom and the United States.

The J .P. Morgan Global H igh Yie ld Index is designed  to mirror the investible universe of the US$ global high yield corporate debt market including domestic and international issues. CSSWHYI is the Bloomberg ticker. It 
is not possible to invest directly in an index.

HFRI Event Dr iven Index : Investment Managers who maintain positions in companies currently or prospectively involved in corporate transactions of a wide variety including but not limited to mergers, restructurings,
financial distress, tender offers, shareholder buybacks, debt exchanges, security issuance or other capital structure adjustments. Security types can range from most senior in the capital structure to most junior or
subordinated, and frequently involve additional derivative securities. Event Driven exposure includes a combination of sensitivities to equity markets, credit markets and idiosyncratic, company specific developments.
Investment theses are typically predicated on fundamental characteristics (as opposed to quantitative), with the realization of the thesis predicated on a specific development exogenous to the existing capital structure.

HFRI Equi ty Hedge Index ‐ Equity Hedge investing consists of a core holding of long equities hedged at all times with short sales of stocks and/or stock index options. Some managers maintain a substantial portion of
assets within a hedged structure and commonly employ leverage. Where short sales are used, hedged assets may be comprised of an equal dollar value of long and short stock positions. Other variations use short sales
unrelated to long holdings and/or puts on the S&P 500 index and put spreads. Conservative funds mitigate market risk by maintaining market exposure from zero to 100 percent. A ggressive funds may magnify market risk
by exceeding 100 percent exposure and, in some instances, maintain a short exposure. In addition to equities, some funds may have limited assets invested in other types of securities.

HFRI Macro Index : Investment Managers which trade a broad range of strategies in which the investment process is predicated on movements in underlying economic variables and the impact these have on equity, fixed
income, hard currency and commodity markets. Managers employ a variety of techniques, both discretionary and systematic analysis, combinations of top down and bottom up theses, quantitative and fundamental  
approaches and long and short term holding periods. Although some strategies employ RV techniques, Macro strategies are distinct from RV strategies in that the primary investment thesis  is predicated on predicted or
future movements in the underlying instruments, rather than realization of a valuation discrepancy between securities.  In a similar way, while both  Macro and equity hedge managers may hold equity securities, the
overriding investment thesis is predicated on the impact movements in underlying macroeconomic variables may have on security prices, as opposes to EH, in which the fundamental characteristics on the company are the
most significant are integral to investment thesis.

HFRI Re lat ive Value Index : Investment Managers who maintain positions in which the investment thesis is predicated on realization of a valuation discrepancy in the relationship between multiple securities. Managers
employ a variety of fundamental and quantitative techniques to establish investment theses, and security types range broadly across equity, fixed income, derivative or other security types. Fixed income strategies are
typically quantitatively driven to measure the existing relationship between instruments and, in some cases, identify attractive positions in which the risk adjusted spread between these instruments represents an attractive
opportunity for the investment manager. RV position may be involved  in corporate transactions also, but as opposed to ED exposures, the investment thesis is predicated on realization of a pricing discrepancy between
related securities, as opposed to the outcome of the corporate transaction.

HFRX Convert ib le Arbi trage Index   ‐ Convertible Arbitrage involves taking long positions in convertible securities and hedging those positions by selling short the underlying common stock. A manager will, in an effort
to capitalize on relative pricing inefficiencies, purchase long positions in convertible securities, generally convertible bonds, convertible preferred stock or warrants, and hedge a portion of the equity risk by selling short the
underlying common  stock. Timing may be linked to a specific event relative to the underlying company, or a belief that a relative mispricing exists between  the corresponding securities. Convertible securities and warrants
are priced as a function of the price of the underlying stock, expected future volatility of returns, risk free interest rates, call provisions, supply and demand for specific issues and, in the case of convertible bonds, the issue‐
specific corporate/Treasury yield spread. Thus, there is ample room for relative misvaluations.

HFRI Fund Weighted Composite Index  – Includes both domestic and offshore funds. The index is equal‐weighted and does not include fund of funds. All funds report assets in USD. All funds report net of all fees.
Returns of all funds are reported  on a monthly basis. All funds have at least $50 million under management or have been actively trading for at least twelve (12) months.

The S&P/LSTA Leve raged Loan Index  daily total return index that tracks the current outstanding balance and spread over LIBOR for fully funded term loans, representing a broad cross section of leveraged loans
syndicated in the United States, including dollar‐denominated loans to overseas issuers.

VIX shows the market's expectation of 30‐day volatility. It is constructed using the implied volatilities of a wide range of S&P 500 index options. This volatility is meant to be forward looking and is calculated from both calls 
and puts. The VIX is a widely used measure of market risk and is often referred to as the "investor fear gauge“.
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Understanding long ‐term estimates
Our investment management research incorporates our proprietary projections of the expected returns and volatility of each asset class over the long term, as well as estimates of the correlations among asset classes.
Clearly, financial firms cannot predict how markets will perform in the future. But we do believe that by analyzing current economic and market conditions and historical market trends, and then, most critically, making
projections of future economic growth, inflation, and real yields for each country, we can estimate the long ‐term performance for an entire asset class, given current and our estimated equilibrium levels. The “equilibrium”
level shows the average or central tendency of a market or macroeconomic variable such as yield or credit spread that is expected to prevail over the long‐term, because the level represents the value inherent in a given
market. The return assumptions are based on our proprietary process of using a building block approach for each of the asset classes. For instance, the building blocks for equity consist of our projections on inflation, real
earnings growth, dividend yield and the impact of valuations. The bui lding blocks for fixed income consist of our projections for future yields and the change in bond prices. The estimates for alternatives are driven by our
historical analysis and judgment about the relationship to public markets. It is possible – indeed, probable – that actual returns will vary considerably from this expectation, even for a number of years. But we believe that
market returns will always at some point return to the equilibrium trend. We further believe that these kinds of forward‐looking assessments are far more accurate than historical trends in deciding what asset class
performance will be, and how best to determine an optimal asset mix.

In reviewing this material, please understand that all references to expected return are not promises, or even estimates, of actual returns one may achieve. The assumptions are not based on specific products and do not
reflect fees, such as investment management fees, oversight fees, transaction costs or other expenses that could reduce return. They simply show what the long ‐term return should be, according to our best estimates of
current and equilibrium conditions. Also note that actual performance may be affected by the expertise of the person who actually manages these investments, both  in picking individual securities and possibly adjusting
the mix periodically to take advantage of asset class undervaluations and overvaluations caused by market trends.

For the purpose of this analysis volatility is defined as a statistical measure of the dispersion of return for a given allocation and is measured as the standard deviation of the allocation’s arithmetic return. The Sharpe ratio
is a return/risk measure, where the return (the numerator) is defined as the incremental annual return of an investment over the risk free rate. Risk (the denominator) is defined as the standard deviation (volatility) of the
allocation’s return less the risk free rate. The risk free rate utilized is J.P. Morgan’s long‐term assumption for Cash. Correlation is a statistical measure of the degree to which the movements of two variables, in this case asset
class returns, are related. Correlation can range from ‐1 to 1 with 1 indicating that the returns of two assets move directionally in concert with one another, i.e. they behave in the same way during the same time. A
correlation of 0 indicates that the returns move independently of each other and ‐1 indicates that they move in the opposite direction.
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Definition of indices:

Benchmarks are provided for illustrative purposes only. Comparisons to benchmarks have limitations because benchmarks have volatility and other material characteristics that may differ from the Fund. Because of these
differences, benchmarks should not be relied upon as an accurate measure of comparison. The following benchmark is used:

The Global Buyout & Growth Equi ty Index is an end‐to‐end calculation based on data compiled by Cambridge Associates LLC as of September 30, 2015 from 1,831 global (U.S. and ex U.S.) buyout and growth equity
funds including fully liquidated partnerships, formed between 1986 and 2015. This does not necessarily include all private equity funds formed during this time period. Further, it does not include data with respect to
credit or real estate funds. The returns shown do not take into account the origination fees, management fees and other fees and expenses of the type incurred by “fund ‐of‐funds” vehicles that invest in private equity
funds. These fees and expenses may be material and will reduce returns.
The data represents the ‘pooled horizon returns’ report for all private equity funds included in the data. Horizon returns are different than ‘since inception returns’, but still reflect Internal Rates of Return (“IRRs”).
Pooled horizon returns look at IRRs over a series of specific time periods beginning at the report end date. They include pooled averages only and all returns are annualized. Pooled horizon returns are calculated using the
net asset value (NAV) at the start of the horizon period as the first negative cash flow, including all distributions and takedowns in between, and then concluding with the NAV of the most recent quarter end date. Note
that the time period reflects a period of time and does not reflect the age of the funds included in the sample. Pooled horizon returns are often used to compare returns between types of funds or between private equity
funds and public markets. The 5 year and greater returns include all funds that meet the selected report criteria. Any funds liquidated historically are included in the 5 year sample size, even if liquidated prior to this time
period, although they do not affect the reported pooled horizon return, as their value was 0 from start to finish during that time period, and the average displayed is a pooled average. For example, the 20‐year returns
include all private equity funds with cash flow movements within the past 20 years (i.e., private equity funds that were active between September 30, 1995 to September 30, 2015) and 5‐year returns include all private
equity funds with cash flow movements within the past 5 years (i.e., private equity funds that were active between September 30, 2010 to September 30, 2015).
The pooled horizon return is calculated by treating all private equity funds as a single “fund” by summing their monthly cash flows together. This cash flow series is then used to calculate a rate of return. This method
implicitly creates an investment‐weighted return and most closely matches the method typically used by investors in measuring the return on their portfolio. Rather than calculating individual returns for each private
equity fund and aggregating those returns by an average, the pooled horizon return aggregates the cash flows for a group of private equity funds into a portfolio and then calculates the rate of return on that portfolio of
cash flows ‐ thus treating the cash flows as if they were one fund.

The MSCI A l l Country Wor ld Index captures large and mid‐cap representation across 23 Developed Markets (“DM”) and 23 Emerging Markets (“EM”) countries. With 2,480 constituents, the index covers approximately
85% of the global investable equity opportunity set. The index is based on the MSCI Global Investable Indexes (“GIMI”) Methodology—a comprehensive and consistent approach to index construction that allows for
meaningful global views and cross regional comparisons across all market capitalization size, sector and style segments and combinations. This methodology aims to provide exhaustive coverage of the relevant
investment opportunity set with a strong emphasis on index liquidity, investability and replicability. The index is reviewed quarterly—in February, May, August and November—with the objective of reflecting change in the
underlying equity markets in a timely manner, while limiting undue index turnover. During the May and November semi‐annual index reviews, the index is rebalanced and the large and mid‐capitalization cutoff points
are recalculated.

I t is not poss ible to invest directly in an index .

Definition of data:

Top and bottom quarti le : Top quartile and bottom quartile private equity fund returns represent the 75% and 25% marks in a given sample, respectively. This is established based on a distribution of the individual
funds and their IRRs and the number of funds in a given sample group. These quartile marks are not the average of each quartile, but are the actual threshold marks. For example, ‘Top’ is the 75% mark, with 25% of the
sample having an IRR higher, and 75% an IRR less than the top quartile mark.

The J ‐curve effect refers to the cumulative net cash flow experience of investors in a typical private equity fund. The early years of a private equity fund are characterized by negative cash flows, and therefore negative
returns, due to capital calls, management fees and the cost of investments. In later years, as distributions are made from investments and the fund stops calling capital, the cumulative net cash flows of investors become
positive. This transition in cumulative net cash flows from negative to positive over the life of the fund is known as the J‐curve effect. Please note that the J‐curve effect is only a generalization of the cumulative net cash
flows experienced by investors in many private equity funds, and there can be no guarantee that either the Fund or any of the Underlying Funds will experience this effect.
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General/Loss o f capital. An investment in private equity funds involves a high degree of risk. There can be no assurance that (i) a private equity fund will be able to choose, make and realize investments in any particular
company or portfolio of companies, (ii) the private equity fund will be able to generate returns for its investors or that the returns will be commensurate with the risks of investing in the type of companies and transactions that
constitute the fund's investment strategy or (iii) an investor will receive any distributions from the private equity fund. Accordingly, an investment in a private equity fund should only be considered by persons who can afford
a loss of their entire investment due to its high degree of risk. Investors in the private equity fund could lose up to the full amount of their invested capital. The private equity fund’s fees and expenses may offset the private
equity fund’s profits. Past per formance is not indicat ive o f future results.

Lack o f information . The industry is largely unregistered and loosely regulated with little or no public market coverage. Investors are reliant on the manager for the availability, quality and quantity of information.
Information regarding investment strategies and performance may not be readily available to investors.

L imi ted l iquidity general l y . Interests are not publicly listed or traded on an exchange or automated quotation system. There is not a secondary market for interests, and as a result, invested capital is less accessible than
that of traditional asset classes. Also, withdrawals and transfers are generally restricted.

L imi ted l iquidity for Private  Equi ty . Investments in private equity funds are intended for long term investors who have the financial ability and willingness to accept the risks associated with making speculative and
primarily illiquid investments. Interests in the private equity funds are generally not redeemable. An investor in such a fund may not freely transfer, assign or sell any interest without the prior written consent of the fund
manager. An investor may not, save in particular circumstances, withdraw from a private equity fund. Interests in private equity funds will not be registered under the U.S. Securities Act of 1933, as amended or any other
securities laws in any jurisdiction. There is no liquid market for such interests and none is expected to develop. Consequently, a commitment may be difficult to sell or realize.

Dependence on Manager . Performance is more dependent on manager‐specific skills, rather than broad exposure to a particular market.

Event r i sk . Given certain funds’ niche specialization (e.g., in an industry or a region), market dislocations can affect some strategies more adversely than others.

Speculat ion . Alternative investments often employ leverage, sometimes at significant levels, to enhance potential returns. Investment techniques may include the use of derivative instruments such as futures, options and
short sales, which amplify the possibilities for both profits and losses and may add volatility to the alternative investment fund’s performance.

Potentia l  conf l icts  of interest . Investors should be aware that there will be occasions when a private equity fund's general partner and its officers and affiliates may encounter potential conflicts of interest in connection
with the fund. Fund professionals may work on other matters and, therefore, conflicts may arise in the allocation of management resources. The payment  of carried interest to the general partner may create an incentive for
the general partner to cause the private equity fund to make riskier or more speculative investments than it would in the absence of such incentive.

Valuat ion . Because of overall size or concentration in particular markets of positions held  by the alternative investment fund or other reasons, the value at which its investments can be liquidated may differ, sometimes
significantly, from the interim valuations arrived at by the alternative investment fund.

Leverage . The capital structures of many portfolio companies typically include substantial leverage. In addition, investments may be consummated through the use of significant leverage. Leveraged capital structures and
the use of leverage in financing investments increase the exposure of a company to adverse economic factors such as rising interest rates, downturns in the economy or deteriorations in the condition of the company or its
industry and make the company more sensitive to declines in revenues and to increases in expenses.

Currency risks and Non ‐United States  investments . Investments may be denominated in non‐U.S. currencies. Accordingly, changes in currency exchange rates, costs of conversion and exchange control regulations may
adversely affect the dollar value of investments.

J .P. Morgan’s Role. J.P. Morgan may act as a placement agent to the funds. The investment managers or general partners (or the equivalent) may pay (or cause the fund to pay) J.P. Morgan Securities LLC and/or its
affiliates an initial fee and/or an ongoing servicing fee in connection with its services.
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Key risks o f investi ng in a lternatives

Financial services industry risk factors. Financial services institutions have asset and liability structures that are essentially monetary in nature and are directly affected by many factors, including domestic and
international economic and political conditions, broad trends in business and finance, legislation and regulation affecting the national and international business and financial communities, monetary and fiscal policies,
interest rates, inflation, currency values, market conditions, the availability and cost of short‐term or long‐term funding and capital, the credit capacity or perceived creditworthiness of customers and counterparties, and the
volatility of trading markets. Financial services  institutions operate in a highly regulated environment and are subject to extensive legal and regulatory restrictions and limitations and to supervision, examination and
enforcement by regulatory authorities. Failure to comply with any of these laws, rules or regulations, some of which are subject to interpretation and may be subject to change,  could result in a variety of adverse 
consequences, including civil penalties, fines, suspension or expulsion, and termination of deposit insurance, which may have material adverse effects.

Risks o f certain investments . The securities of portfolio companies and the ability of such companies to pay debts could be adversely affected by interest rate movements, changes in the general economic or political
climate, or the economic factors affecting a particular industry, changes in tax law or specific developments within such companies. The securities in which a private equity fund will invest generally will be among the most
junior in the portfolio company's capital structure, and thus may be subject to the greatest risk of loss. Most of a private equity fund’s investments will not have a readily available public market, and disposition of such
investments may require a lengthy time period or may result  in distributions in kind to investors. A private equity fund's manager generally has a limited ability to extend the term of the fund, therefore the fund may have to
sell, distribute or otherwise dispose of investments at a disadvantageous time as a result of dissolution.

Risks assoc iated wi th inf rastructure  investments general ly . An infrastructure investment is subject to certain risks associated with the ownership of infrastructure and infrastructure‐related assets in general, including:
the burdens of ownership of infrastructure assets; local, national and international economic conditions; the supply and demand for services  from and access to infrastructure; the financial condition of users and suppliers of
infrastructure assets; changes in interest rates and the availability of funds which may render the purchase, sale or refinancing of infrastructure assets difficult or impracticable; changes in environmental  laws and regulations,
and planning laws and other governmental rules; environmental claims arising in respect of infrastructure assets acquired with undisclosed or unknown environmental  problems or as to which inadequate reserves have been  
established; changes in the price of energy, raw materials and labor; changes in fiscal and monetary policies; negative developments in the economy that depress travel; uninsured casualties; force majeure acts, terrorist
events, under‐insured or uninsurable losses; sovereign and sub‐sovereign risks; contract counterparty default risk.

Taxation considerations. An investment in a private equity fund or hedge fund may involve complex tax considerations which may differ for each investor. Each investor is advised to consult its own tax advisers. Changes in
applicable tax laws could affect, perhaps adversely, the tax consequences of an investment.

Addi t ional r isks . There may be additional risks inherent in the underlying investments within funds.
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Important in form ation about your investm ents and potential conf l ic ts o f inte rest
Conflicts of interest will arise whenever JPMorgan Chase Bank,  N.A. or any of its affiliates (together, “ J.P. Morgan”) have an actual or perceived economic or other incentive in its management of our clients’ portfolios to
act in a way that benefits J.P. Morgan. Conflicts will result, for example (to the extent the following activities are permitted in your account): (1) when J.P. Morgan invests in an investment product, such as a mutual fund,
structured product, separately managed account or hedge fund issued or managed by JPMorgan Chase Bank, N.A. or an affiliate, such as J.P. Morgan Investment Management Inc.; (2) when a J.P. Morgan entity obtains
services, including trade execution and trade clearing, from an affiliate; (3) when J.P. Morgan receives payment as a result of purchasing an investment product for a client’s account; or (4) when J.P. Morgan receives 
payment  for providing services  (including shareholder servicing, recordkeeping or custody) with respect to investment products purchased for a client’s portfolio. Other conflicts will result because of relationships that J.P. 
Morgan has with other clients or when J.P. Morgan acts for its own account.

Investment strategies are selected from both J.P. Morgan and third‐party asset managers and are subject to a review process by our manager research teams. From this pool of strategies, our portfolio construction
teams select those strategies we believe fit our asset allocation goals and forward looking views in order to meet the portfolio's investment objective.

As a general matter, we prefer J.P. Morgan managed strategies. We expect the proportion of J.P. Morgan managed strategies will be high (in fact, up to I00 percent) in strategies such as, for example, cash and high ‐
quality fixed income, subject to applicable law and any account‐specific considerations.

While our internally managed strategies generally al ign well with our forward looking views, and we are familiar with the investment processes as well as the risk and compliance philosophy of the firm, it is important to
note that J.P. Morgan receives more overall fees when internally managed strategies are included. We offer the option of choosing to exclude J.P. Morgan managed strategies (other than cash and liquidity products) in
certain portfolios.
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PURPO S E O F TH IS MA TE R IA L
This material is for information purposes only. The information provided may inform you of certain
investment products and services offered by J.P. Morgan’s private banking business, part of JPMorgan
Chase & Co. The views and strateg ies described in the material may not be suitable for all investors
and are subject to investment risks. Please read th is  Important In fo rm ation in its  entirety .

C ON F ID EN TIA L ITY
This material is confidential and intended for your personal use. It should not be circulated to or used
by any other person, or duplicated for non ‐personal use, without our permission.

REGUL A TORY S TA TUS
In the United S tates , Bank products and services, including certain discretionary investment
management products and services, are offered by JPMorg an Chase Bank, N.A . and its affiliates.
Securities products and services are offered in the U.S. by J .P. Morg an Securit ies LLC , an affiliate of
JPMCB, and outside of the U.S. by other g lobal affiliates. J.P. Morgan Securities LLC, member FINRA
and SIPC.

INVESTMENT PRODUCTS : NOT FD IC INSURED • NO BANK GUARANTEE • MAY LOSE VA LUE

In the United K ing dom, this material is issued by J .P. Morg an In ternational Bank L im ited
(JPM IB) with the reg istered office located at 25 Bank Street, Canary Wharf, London E14 5JP, 
reg istered in Eng land No. 03838766. JPMIB is authorised by the Prudential Regulation Authority and
regulated by the Financial Conduct Authority and the Prudential Regulation Authority. In addition, 
this material may be distributed by: JPMorg an Chase Bank, N.A. (“ JPMCB” ), Paris  branch , which
is regulated by the French banking authorities Autorité de Contrôle Prudentiel et de Résolution and
Autorité des Marchés Financiers; J .P. Morg an (Su isse) SA , regulated by the Swiss Financial Market
Supervisory Authority; JPMCB Dubai b ranch , regulated by the Dubai Financial Services Authority;
JPMCB Bahrain branch, licensed as a conventional wholesale bank by the Central Bank of Bahrain
(for professional clients only).

In Hong Kong , this material is distributed by JPMCB, Hong Kong branch. JPMCB, Hong Kong
branch is regulated by the Hong Kong Monetary Authority and the Securities and Futures
Commission of Hong Kong . In Hong Kong , we will cease to use your personal data  for our marketing
purposes without charge if you so request. In S ing apore , this material is distributed by JPMCB,
S ing apore branch. JPMCB, Singapore branch is regulated by the Monetary Authority of Singapore.
Dealing and advisory services and discretionary investment management services are provided to you
by JPMCB, Hong Kong/Singapore branch (as notified to you). Banking and custody services are
provided to you by JPMIB. The contents of this document have not been reviewed by any regulatory
authority in Hong Kong , Singapore or any other jurisdictions. Y ou are advised to exercise caution in
relation to this document. If you are in any doubt about any of the contents of this document, you
should obtain independent professional advice.

With respect to countries in Latin America , the distribution of this material may be restricted in
certain jurisdictions. Receipt of this material does not constitute an offer or solicitation to any person
in any jurisdiction in which such offer or solicitation is not authorized or to any person to whom it
would be unlawful to make such offer or solicitation. To the extent this content makes reference to a
fund, the Fund may not be publicly offered in any Latin American country, without previous
reg istration of such fund´s securities in compliance with the laws of the corresponding jurisdiction.

NON ‐RE L IA N C E
We believe the information contained in this material to be reliable and have sought to take
reasonable care in its preparation; however, we do not represent or warrant its accuracy, reliability or
completeness, or accept any liability for any loss or damage (whether direct or indirect) arising out of
the use of all or any part of this material. We do not make any representation or warranty with
regard to any computations, g raphs, tables, diag rams or commentary in this material which are
provided for illustration/reference purposes only. The views, opinions, estimates and strateg ies
expressed in it constitute our judgment based on current market conditions and are subject to
change without notice. We assume no duty to update any information in this material in the event
that such information changes. Views, opinions, estimates and strateg ies expressed herein may differ
from those expressed by other areas of J.P. Morgan, view expressed for other purposes or in other
contexts, and this materials should not be regarded as a research report. Any projected results and risks
are based solely on hypothetical examples cited, and actual results and risks will vary depending on
specific circumstances. Forward looking statements should not be considered as guarantees or
predictions of future events. Investo rs m ay g et back less than they invested , and past
perfo rm ance is  not a reliab le ind icator  of fu ture results.

R IS K S , C ON S ID E RA TION S A ND A D D ITION A L IN FORMA TION
There may be different or additional factors which are not reflected in this material, but which may
impact on a client’s portfolio or investment decision. The information contained in this material is
intended as general market commentary and should not be relied upon in isolation for the purpose
of making an investment decision. Nothing in this document shall be construed as g iving rise to any
duty of care owed to, or advisory relationship with, you or any third party. Nothing in this document
is intended to constitute a representation that any investment strategy or product is suitable for you.
Y ou should consider carefully whether any products and strateg ies discussed are suitable for your
needs, and to obtain additional information prior to making an investment decision. Nothing in this
document shall be regarded as an offer, solicitation, recommendation or advice (whether financial,
accounting , legal, tax or other) g iven by J.P. Morgan and/or its officers or employees, irrespective of
whether or not such communication was g iven at your request. J.P. Morgan and its affiliates and
employees do not provide tax, legal or accounting advice. Y ou should consult your own tax, legal and
accounting advisors before engag ing in any financial transactions. Contact your J.P. Morgan
representative for additional information concerning your personal investment goals. Y ou should be
aware of the general and specific risks relevant to the matters discussed in the material. Y ou will 
independently, without any reliance on J.P. Morgan, make your own judgment and decision with
respect to any investment referenced in this material.

J.P. Morgan may hold a position for itself or our other clients which may not be consistent with the
information, opinions, estimates, investment strateg ies or views expressed in this document.

JPMorgan Chase & Co. or its affiliates may hold a position or act as market maker in the financial 
instruments of any issuer discussed herein or act as an underwriter, placement agent, advisor or
lender to such issuer.

References in this report to “ J.P. Morgan” are to JPMorgan Chase & Co., its subsidiaries and affiliates
worldwide. “ J.P. Morgan Private Bank” is the marketing name for the private banking business
conducted by J.P. Morgan.

If you have any questions or no longer wish to receive these communications, please contact your
usual J.P. Morgan representative.

© 2016 JPMorgan Chase & Co. All rights reserved

66

Important info rm ation


