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What We’ll Cover Today

• Risk and return

• Asset allocation

• Investment pools

• Reading performance reports



Risk & Return

• Higher potential return generally 

requires accepting greater risk

• Most risk can’t be eliminated 

• Risk can be managed

• Diversification helps reduce risk 

Key Principle: 



Types of Risk

• Systematic/Market Risks

⚬ Inflation risk

⚬ Interest-rate risk

⚬ Geopolitics

• Unsystematic Risks

⚬ Tenure of management team

⚬ Change of management

⚬ Labor



Measures of Risk

• Beta (β) - S&P has a Beta of 1

• R2

⚬ R2 > 70 use β

⚬ R2 < 70 use Standard Deviation

• Standard Deviation (σ)

⚬ Quantifies a fund’s return variation over time

￭ 68% w/in 1σ

￭ 95% w/in 2σ

￭ 99.7% w/in 3σ

• Alpha (⍺)  - Measures excess return

⚬ + = outperformance

⚬ - = underperformance

• Sharpe - Return generated per unit of risk

⚬ > 1 = Strong

⚬ ≤ .5 to .99 = acceptable

⚬ < .5 = not worth risk



Asset Allocation

WHAT IT 
MEANS:

WHY IT 
MATTERS:

• The mix of investments within a portfolio

• Influences risk

• Influences return

• Aligns investments with goals 
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Asset Allocation at MMFA

Growth Pool:

• More equities

• Higher growth focus

Common Fund Pools = different asset 
allocation

Balanced Pool:

• Equal mix 

• Balanced approach 

Income Pool:

• More fixed income

• Greater stability focus 



Asset Allocation at MMFA

ESG Moderate Aggressive Pool:

• More equities

• Higher growth focus

Common Fund Pools = different asset 
allocation

ESG Blended Pool:

• Equal mix 

• Balanced approach 

Stable Pool:

• Cash & Cash Equivalent 

• Greater stability focus 



Ask three questions: 

• A comparison tool

• A performance measuring stick

• A way to evaluate results 

• How much did the investment return?

• Over what time period? 

• How did it compare to its benchmark?

What is a benchmark? 

Investment Performance Summary
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How to Read Performance





Investment Performance Summary
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See total fund pages for benchmark definitions



How MMFA Invests

• Professionally managed pools

• Diversification by asset classes

• Diversification across investment managers 

• Long-term perspective

• Disciplined risk management



5 Things to Remember

1.Investing is a long-term journey

2.Compounding rewards patience

3.Risk and return are connected

4.Diversification matters

5.Discipline is often more important than timing 



Q&A
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