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Alaska Permanent Fund Returns 1.24% for the first quarter of FY20

Juneau — The Alaska Permanent Fund’s (Fund) investments gained 1.24% during the first quarter of the fiscal year
2020 (FY20), and the Fund ended September 30, 2019, with total assets under management valued at $64.1
billion (unaudited). At the first quarter-end, the value of the Principal totals $47.9 billion; it includes $41.6 billion in
constitutionally protected deposits and $6.3 billion in unrealized gains. For the same period, the value of the ERA
totals $16.2 billion; it includes $6.4 billion of unspent realized earnings, $2.1billion in unrealized gains, and $7.7
billion of committed realized earnings. Statutory net income, as defined in AS 37.13.140, totals $1.0 billion as of
September 30, 2019, fiscal year to date. This statutory calculation directs the amount of income that flows to the
Earnings Reserve Account.

The Fund is invested across seven asset classes in both public and private markets, creating a portfolio designed to
deliver long-term returns under a variety of potential market conditions. Each asset class contributes to the total
Fund return and provides quality and diversity to the portfolio’s investments. Information for the performance of
each asset class can be found at apfc.org: financial statements and investment performance.

Performance vs. Benchmark Objectives (as of September 30, 2019)

FY20Q1 | 3 Years | 5 Years
Total Fund Performance 1.24% 892% | 7.55%
Passive Index Benchmark (60% Stocks|30% Bonds| 10% RE & TIPS) 0.81% 6.93% 5.45%
Performance Blended Benchmark 1.45% 8.37% 6.63%
Board of Trustees Strategic Return Obijective (CPl + 5%) 1.46% 7.08% 6.53%

In assessing the Fund’s FY20 Q1 performance, APFC's Chief Investment Officer Marcus Frampton, CFA, CAIA, FRM
notes that: "Domestic financial markets delivered modest gains in the quarter ended September 30, 2019, with the
S&P 500 posting a total return of 1.7% for the quarter and domestic investment grade fixed income returning
2.3%. Global equities fared worse with the global stock index (MSCI All Country World Index), which is APFC's
public equity benchmark, declining by 0.18%. Beneath the surface and belying the positive domestic quarterly
returns was significant volatility and evolving investor views on topics ranging from international trade relations, US
political landscape, and global central bank interest rate policy. These factors, in particular, contributed to a
turbulent month in August, where on three individual trading days, the S&P 500 lost over 2.5%. For August, the US
equity markets declined 1.6%, but this gain was offset by monthly gains of 1.4% and 1.9% in July and
September. APFC navigated this period well, and our growing private markets and absolute return strategies are
increasingly providing insulation from shorter-term public market fluctuations. For example, APFC's Private Equity
& Special Opportunities portfolio posted a 4.2% return for the quarter, outpacing both domestic and international
public equity market returns by a wide margin. In the context of turbulent markets and a constantly changing
landscape, | am pleased with this performance and believe that the portfolio is well-positioned to outperform
going forward."


https://apfc.org/financial-and-performance-reports/
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For planning purposes, APFC references both a current fiscal year and a 10-year forecast for the projected return
of the Fund that is provided by our performance consultant, Callan Associates. It is understood that there will be a
wide range of returns delivered by each asset class to the total Fund performance over any given time.

Callan Associates projects a total return of 7% over the next 10-year period for the portfolio that APFC has
constructed for the Fund. They also project an inflation rate of 2.25% over that same period, which brings the real
return for the portfolio to 4.75% over the 10-year period from FY21-FY29. It is important to note that these
projections represent a vast array of potential outcomes, and the likelihood that the Fund will return precisely 7%
over the next 10-year period is small. Also, the 10-year projected return is an annualized average of the
projected returns for a year. It is accepted that actual results for individual years will be higher and lower, but it
is expected that they will average to 7% over the forecasted period of 10 years. Callan projects that there is an
annual standard deviation of 14.75% on the portfolio’s projected return, meaning that the range of the Fund's
total performance over the next ten years falls between -7.75% and +21.75% (7.00% -/+ 14.75%).

Callan generates these projections on an annual basis, and APFC uses them in our projections for the Fund's future
growth. They are incorporated in the monthly report "Fund Financial History & Projections” that can be found at
apfc.org and the following link for the Alaska Permanent Fund’s financial statements and investment

performance. Also included in the report are a range of projections based on the current fiscal year, as noted
below for FY20.

FY20 Q1
Total Real 3 month

Return Return Actual
Total Return

FY20 Lo -0.52% -2.77%

FY20 Mid 6.61% 2.25% 4.36%
FY20 High 13.97% 2.25% 11.72%
FY21-FY29 Mid 7.00% 2.25% 4.75%

Performance overviews and updates for each asset class will be presented by Callan Associates and APFC'’s Directors
to APFC’s Board of Trustees during their quarterly meeting on December 3-4, 2019, in Fairbanks. The public is
welcome to attend the meeting in person or via webinar, and the agenda will be posted on apfc.org one week in
advance of the meeting.
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