
 

 

 
INVESTMENT OBJECTIVES – ALTERNATIVE INVESTMENT POOL  
 

The purpose of the Alternative Investment Pool is to facilitate the funding of current and future charitable needs of the Greater Kansas City Community 
through its charitable funds and organizations.  The long term investment objective of the Alternative Investment Pool is to seek consistent competitive 
market returns so as to preserve and grow the portfolio, provide cash flows to fund distributions and to preserve the purchasing power of the funds to meet 
charitable needs now and those in the future, and to outperform an appropriate blended market benchmark, net of all fees, over a three- to five-year time 
period with significantly less volatility.    
 
The Alternative Investment Pool will seek to accomplish its objectives through a multi-strategy investment approach that focuses on absolute returns.  The 
investment managers within the Alternative Investment Pool allocate funds across specialized directional, event-driven and relative value investment 
strategies.  The investment program of the Alternative Investment Pool should be designed to fully participate in strong capital markets, but more 
importantly provide protection in down and sideways capital markets. 
    
 
BACK TESTED ALTERNATIVE INVESTMENT POOL ANNUALIZED TRAILING RETURNS (As of 12/31/09) 
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Time 
Period 

GKCCF 
Alternative 

Investment Pool 

50% Wilshire 5000 
/ 50% Barclays 
Aggregate Bond S&P 500 

1 yr 12.5% 17.7% 26.5% 
3 yr 3.3% 0.5% -5.6% 
5 yr 6.0% 3.0% 0.4% 
7 yr 7.7% 5.7% 5.5% 

10 yr 9.4% 3.1% -1.0% 

*Note:  Back tested performance net of investment management fees. 



 

 

 
BACK TESTED ALTERNATIVE INVESTMENT POOL CALENDAR YEAR RETURNS (As of 12/31/09) 
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BACK TESTED ALTERNATIVE INVESTMENT POOL GROWTH OF $100 (As of 12/31/09) 

Time 
Period 

GKCCF Alt 
Investment Pool 

50% Wilshire 
5000 / 50% BC 

Agg. Bond S&P 500 
2009 12.5% 17.7% 26.5% 
2008 -17.7% -18.1% -37.0% 
2007 19.1% 6.5% 5.5% 
2006 9.9% 10.0% 15.8% 
2005 10.2% 4.5% 4.9% 
2004 9.4% 8.5% 10.9% 
2003 15.1% 17.4% 28.7% 
2002 4.7% -5.9% -22.1% 
2001 11.7% -1.1% -11.9% 
2000 24.5% 0.1% -9.1% 
1999 27.0% 11.0% 21.1% 
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BACK TESTED ALTERNATIVE INVESTMENT POOL UP-MARKET & DOWN-MARKET CAPTURE RATIOS1  
(As of 12/31/09)  (Versus 50% Wilshire 5000 Index/50% Barclays Capital Aggregate Bond Index) 
 
ALTERNATIVE INVESTMENT POOL  3 YEAR 5 YEAR 7 YEAR 10 YEAR 
Up-Market Capture Ratio 90.78 99.57 91.90 91.32 
Down-Market Capture Ratio 65.21 57.60 50.12 -13.06 

 

 

1 Down-Market Capture Ratio:  A measure of managers' performance in down markets relative to the market itself. A down market is one in which the market's quarterly return is less 
than zero.  The lower the manager's down-market capture ratio, the better the manager protected capital during a market decline. A value of 90 suggests that a manager's losses were only 
90% of the market loss when the market was down. A negative down-market capture ratio indicates that a manager's returns rose while the market declined. For example, if the market fell 
8% while the manager's returns rose 2%, the down-market capture ratio would be -25.  The magnitude of the ratio may be deceiving if the nominal numbers are small. For example, a down-
market capture ratio of 300 indicates the manager gave up 300% of the index's down market. If the market's return is -.1% and the manager's return is -.3%, while the ratio is 300%, it is 
much less significant than a down-market index return of -10% and a manager's return of -30%. 

 

For example, consider the down-market capture ratios of four managers when the benchmark index had a return of -10.0: 
Index Return     Manager's Return     Down-Market Capture Ratio 
-10                -12   120  Manager A gave up 120% of the index's down market. 
-10     -9     90  Manager B gave up 90% of the index's down market. 
-10     1    -10  Manager C gave up -10% of the index's down market. 
-10   12   -120  Manager D gave up -120% of the index's down market. 
 

 

 Up-Market Capture Ratio:  Up-market capture ratio is a measure of managers' performance in up markets relative to the market itself. An up market is one in which the market's 
quarterly return is greater than or equal to zero.  The higher the manager's up-market capture ratio, the better the manager capitalized on a rising market. For example, a value of 110 suggests 
that the manager captured 110% of the up market (performed ten percent better than the market) when the market was up. A negative up-market capture ratio indicates that a manager's 
returns fell while the market rose. For example, if the market gained 8% while a manager's returns fell 2%, the up-market capture ratio would be -25%.  The magnitude of the ratio may be 
deceiving if the nominal numbers are small. For example, an up-market capture ratio of 300 indicates the manager captured 300% of the index's up market. If the market's return is .1% and 
the manager's return is .3%, while the ratio is 300%, it is much less significant than an up-market index return of 10% and a manager's return of 30%. 
 

For example, consider four managers' returns in an up market where the benchmark index had a return of 10%: 
Index Return     Manager's Return     Up-Market Capture Ratio 
10   12   120  Manager A captured 120% of the index's up market. 
10     9     90  Manager B captured 90% of the index's up market. 
10    -1    -10  Manager C captured -10% of the index's up market. 
10   -12                -120  Manager D captured -120% of the index's up market. 

 
 
 
 
 



 

 

 
ALTERNATIVE INVESTMENT POOL INDIVIDUAL MANAGER TRAILING RETURNS (As of 12/31/09) 
 

YTD 2009 Month Quarter 1 Year 3 Year 5 Year
Return Return Return Return Return Return

Multi-Strategy Hedge Fund of Funds 11.66% 1.57% 2.36% 11.66% 4.98% 7.40%
Long/Short Equity Hedge Fund of Funds 13.03% 1.48% 2.48% 13.03% 1.41% 5.68%
Market Neutral Hedge Fund of Funds 13.58% 0.63% 2.01% 13.58% -0.40% 2.69%

HFRI Equity Hedge Index 25.07% 2.37% 3.35% 25.07% 0.45% 4.60%
HFRI Market Neutral Index 1.85% 0.69% 0.52% 1.85% 0.30% 2.84%
HFRI FOF Diversified Index 10.68% 0.05% 0.86% 10.68% -1.31% 2.62%

TOTAL -ALTERNATIVE PORTFOLIO 12.52% 1.37% 2.34% 12.52% 3.32%
50% Wilshire 5000 / 50% Barclays Capital Aggregate Bond Index 17.68% 0.68% 3.08% 17.68% 0.52% 3.04%

Alternative Investment Pool Annual Management Fee* 2%+
Performance net of investment management fees. 

** Please note the inception date of the alternative pool is 12/31/05.  Returns for periods prior to this date in this report are actual returns of the managers that comprise the alternative pool, weighted 
accordingly.

Manager / Fund

*This is an approximate fee which includes assumed underlying hedge fund manager fees of 1%; such fees typically range from 1-2% per annum plus a 20% profits interest.  In addition, each fund of 
funds has an annual management fee of 1% and a 5-10% profits interest.  Back tested returns are net of management fees.

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 


