CLIENT CASE STUDY

CASH

EQUITIZATION

PUTTING CASH TO WORK FOR A LARGE UNIVERSITY ENDOWMENT

The organization

A large university with an endowment valued at more than $15 billion. The endowment's payout
supports a variety of programs, but the largest share goes to financial aid.

The investment team manages a highly diversified portfolio with some members of staff focused
on public and private equities, and others overseeing a multi-strategy portfolio consisting of
fixed income, cash, and other diversifiers.

The challenge

The client was looking to equitize cash held in their equity portfolio for a unique
purpose. They have a private equity manager that holds a quarter of their mandate in
cash, with the cash drag attributed to the public equity performance. At the account
level, the client wanted to improve performance given the cash drag is over 200 bps
per annum.' Even broadening this out to the total investment pool, the cash drag for a
typical multi-asset portfolio is around 16 basis points per annum.?

The solution Russell Investments'
cash equitization
The client engaged Russell Investments’ overlay team to purchase S&P 500 Index service can be
futures to capture the equity market risk premium. Russell Investments’ cash . .
equitization service helps clients maintain their liquidity and market exposure using CL’_Stor,nlzed to fit a
derivatives. This service involves purchasing highly liquid and capital-efficient client’s preferences,
exchange traded futures contracts to replicate various asset classes while reducing the falling anywhere on
long-term performance drag of holding cash. the spectrum from

Russell Investments' cash equitization service can be customized to fit a client’s rules-based guide//'nes
preferences, falling anywhere on the spectrum from rules-based guidelines to client to client directed.
directed. Institutional investors can employ cash equitization to mitigate the

performance impact of cash balances, closing the gap between where the portfolio is

and where they want it to be, which can be especially important in a bull market for

equities.




Overlaying the operational cash pool with Treasury futures

For the past several years, the client had not equitized the cash in their operational
cash pool. With the anticipated Fed pivot, their multi-asset team asked us to begin
overlaying their operational cash with U.S. Treasury futures proxied with the duration
of the Bloomberg U.S. Aggregate Index. They are ramping up the program slowly to
dollar cost average their entry point.

The overall cash equitization program provides the client not only with increased
returns, but also with responsiveness and flexibility, which is particularly important in
the new T+1 settlement world. Our relationship with the client continues to expand, as
we grow into a trusted partner that can design and implement solutions for the
challenges they face.
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Source: Russell Investments. Data spans February 2023 to September 2024. The net performance represents
calculated returns less brokerage fees/commissions and investment management fees.

The client’s initial equitization assignment with Russell Investments was so successful
that they have continued to expand it. When they redeem from a manager, depending
on the account type, they may have a receivable for a few days to a month or more.
These receivables are effectively cash exposure since they are longer invested in
public or private equity. Depending on the asset class within the portfolio, the client
instructs the overlay team to equitize these receivables with either S&P 500 futures or
with futures on the MSCI EAFE index (if the cash will be deployed in non-U.S.
markets).

Results

Since inception, the client has captured positive returns of over $15 million on their longest
running overlay. This profit more than pays for the cost of the overlay. Over the last five years,
a typical cash equitization client retains net of fees profits at a multiple of approximately 40-50
times the fees.

T Source: Russell Investments. Impact from 12/31/97 to 12/31/24. Based on a portfolio consisting of 75% S&P 500 and 25% cash vs. a target of 100% S&P 500.

2 Source: Russell Investments. Impact from 12/31/78 to 12/31/24. Based on a typical U.S. multi-asset portfolio consisting of 2.5% total cash (1.5% operational cash plus idle
cash held by active equity managers: 1.5% U.S. equity and 2.0% International equity) vs. a pro-rated target of 40% Russell 3000, 20% MSCI ACWI ex-U.S., 40% Bloomberg
Barclays U.S. Aggregate.
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QUESTIONS?

Call Russell Investments at

or visit russellinvestments.com/implementation

ABOUT RUSSELL INVESTMENTS

Russell Investments is a leading global investment solutions partner providing a wide range of investment
capabilities to institutional investors, financial intermediaries, and individual investors around the world. Since
1936, Russell Investments has been building a legacy of continuous innovation to deliver exceptional value to
clients, working every day to improve people’s financial security. Headquartered in Seattle, Washington,
Russell Investments has offices worldwide, including: Dubai, London, New York, Paris, Shanghai, Sydney,

Tokyo, and Toronto.

IMPORTANT INFORMATION

Nothing contained in this material is intended to constitute legal, tax,
securities, or investment advice, nor an opinion regarding the
appropriateness of any investment, nor a solicitation of any type. The
general information contained in this publication should not be acted
upon without obtaining specific legal, tax, and investment advice from a
licensed professional. Case study provided for discussion purposes only.
Individual client results will vary based on individual circumstances and
market events. There is no guarantee that all clients will experience the
same positive results.

This case study represents a unique situation faced by a large university
endowment seeking to help better meet its investment objectives and
address multiple challenges it faced. Case studies are problem-solving
stories. We select a situation that is indicative of problems clients in this
category are facing. The recommendations described do not represent a
standard strategy or set of recommendations made for all advisory
clients with similar issues. Each client has unique requirements,
challenges, and constraints, and our advisory solutions are tailored to
each client’s specific needs. Every client’s situation, experience and
needs are different, and Russell Investments does not imply that the
solution herein is appropriate for any other client.

The case study provided is for illustrative purposes only and is meant to
provide an example of a type of financial issue a client may have and our
process and a methodology to address it. Individual client results will
vary based on individual circumstances and market conditions. The
results presented were based on a period of fluctuating marketing
conditions and the underlying asset allocation, market criteria and
assumptions, or the investment advice/strategy followed may have
changed materially. There is no guarantee that all clients will experience
the same results.

The information expressed herein represents the current, good faith
views of the author(s) at the time of original publication and has not been
updated. Any predictions, opinions, and other information contained in
this material are subject to change continually, without notice.

Please remember that all investments carry some level of risk, including
the potential loss of principal invested. They do not typically grow at an
even rate of return and may experience negative growth. As with any
type of portfolio structuring, attempting to reduce risk and increase
return could, at certain times, unintentionally reduce returns.

Diversification and strategic asset allocation do not assure profit or
protect against loss in declining markets.

Securities products and services offered through Russell Investments
Implementation Services, LLC, part of Russell Investments, a SEC
Registered investment adviser and broker-dealer, member FINRA, SIPC.

Russell Investments Implementation Services, LLC is a wholly owned
subsidiary of Russell Investments US Institutional HoldCo.

Russell Investments' ownership is composed of a majority stake held by
funds managed by TA Associates Management, L.P., with a significant
minority stake held by funds managed by Reverence Capital Partners,
L.P. Certain of Russell Investments' employees and Hamilton Lane
Advisors, LLC also hold minority, non-controlling, ownership stakes.

Frank Russell Company is the owner of the Russell trademarks contained
in this material and all trademark rights related to the Russell
trademarks, which the members of the Russell Investments group of
companies are permitted to use under license from Frank Russell
Company. The members of the Russell Investments group of companies
are not affiliated in any manner with Frank Russell Company or any
entity operating under the “FTSE RUSSELL" brand.

Copyright © 2024. Russell Investments Group, LLC. All rights reserved.
This material is proprietary and may not be reproduced, transferred, or
distributed in any form without prior written permission from Russell
Investments. It is delivered on an "as is" basis without warranty.
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https://russellinvestments.com/us/solutions/institutions/customized-portfolio-solutions

