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The World we Live in Now

▪ Ultra low government bond yields

▪ Unlimited QE, and QE in new markets

▪ Negative oil prices!

▪ “Let’s just forget about 2020”

▪ More than 25 million unemployed in the US in 

less than a month

▪ The government now sends you money

▪ Extremely large budget deficits
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Broad Market Performance by Asset Class and Style

2019 Full Year 1Q 2020 April 2020

Town of Wilton Pension

OPEB

20.3%

18.6%

-16.2%

-12.9%
7.3%*

6.7%*

*Estimated Benchmark Performance 

Russell 1000 Growth

Russell 2500 Growth

S&P 500 Index

Russell 1000 Value

Russell 2500 Value

MSCI ACWI ex U.S. Index

Bloomberg Barclays Long Gov/Credit

MSCI Emerging Markets 

Bloomberg Barclays US Corp High Yield

Bloomberg Barclays Interm. Gov/Credit

NCREIF Property Index 6%
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6.7%

-0.2% -0.6% -0.4%

3.4%

7.3%

4.7%
2.8%

-7.8%

10.5%

6.9%

2.7%

0.7%

3.9%

8.9%
7.3%

5.6%

-6.7%
-10.0%

-5.0%

0.0%

5.0%

10.0%

15.0%

S&P 500 Russell 2000 MSCI EAFE MSCI Emerging
Markets

Bloomberg
Barclays U.S.

Aggregate

Bloomberg
Barclays U.S.

Long Gov't

Bloomberg
Barclays U.S.
Long Credit

Bloomberg
Barclays U.S.

High Yield

Bloomberg
Commodity Index

LONG TERM ANNUALIZED RETURNS
AS OF 03/31/2020

Five-Year Ten-Year

Source: Russell, MSCI, Bloomberg Barclays, Bloomberg

-19.6%

-30.6%

-22.8% -23.6%

3.1%

20.6%

-4.7%

-12.7%

-23.3%

-7.0%

-24.0%

-14.4%
-17.7%

8.9%

32.3%

9.0%

-6.9%

-22.3%

-40.0%

-30.0%

-20.0%

-10.0%

0.0%

10.0%

20.0%

30.0%

40.0%

S&P 500 Russell 2000 MSCI EAFE MSCI Emerging
Markets

Bloomberg
Barclays U.S.

Aggregate

Bloomberg
Barclays U.S.

Long Gov't

Bloomberg
Barclays U.S.
Long Credit

Bloomberg
Barclays U.S.

High Yield

Bloomberg
Commodity Index

SHORT TERM RETURNS
AS OF 03/31/2020

First Quarter 2020 One-Year

Source: Russell, MSCI, Bloomberg Barclays, Bloomberg
MSCI Indices show net total returns throughout this report. All other indices show gross total returns..

Market Highlights
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First Quarter 1-Year 3-Year
1

5-Year
1

10-Year
1

Equity

MSCI All Country World IMI -22.44% -12.73% 0.76% 2.45% 5.80%

MSCI All Country World -21.37% -11.26% 1.50% 2.85% 5.88%

Dow Jones U.S. Total Stock Market -20.96% -9.28% 3.92% 5.70% 10.13%

Russell 3000 -20.90% -9.13% 4.00% 5.77% 10.15%

S&P 500 -19.60% -6.98% 5.10% 6.73% 10.53%

Russell 2000 -30.61% -23.99% -4.64% -0.25% 6.90%

MSCI All Country World ex-U.S. IMI -24.11% -16.32% -2.34% -0.66% 2.14%

MSCI All Country World ex-U.S. -23.36% -15.57% -1.96% -0.64% 2.05%

MSCI EAFE -22.83% -14.38% -1.82% -0.62% 2.72%

MSCI EAFE (Local Currency) -20.55% -12.58% -1.80% -0.15% 4.36%

MSCI Emerging Markets -23.60% -17.69% -1.62% -0.37% 0.68%

Fixed Income

Bloomberg Barclays Global Aggregate -0.33% 4.20% 3.55% 2.64% 2.47%

Bloomberg Barclays U.S. Aggregate 3.15% 8.93% 4.82% 3.36% 3.88%

Bloomberg Barclays U.S. Long Gov't 20.63% 32.28% 13.30% 7.32% 8.89%

Bloomberg Barclays U.S. Long Credit -4.65% 9.05% 6.58% 4.67% 7.26%

Bloomberg Barclays U.S. Long Gov't/Credit 6.21% 19.32% 9.68% 5.99% 8.07%

Bloomberg Barclays U.S. TIPS 1.69% 6.85% 3.46% 2.67% 3.48%

Bloomberg Barclays U.S. High Yield -12.68% -6.94% 0.77% 2.78% 5.64%

Bloomberg Barclays Global Treasury ex U.S. -1.53% 2.02% 2.96% 2.44% 1.50%

JP Morgan EMBI Global (Emerging Markets) -11.76% -5.28% 0.44% 2.85% 4.82%

Commodities

Bloomberg Commodity Index -23.29% -22.31% -8.61% -7.76% -6.74%

Goldman Sachs Commodity Index -42.34% -41.01% -13.33% -12.82% -10.43%

Hedge Funds

HFRI Fund-Weighted Composite
2

-9.39% -5.11% 0.32% 1.09% 2.78%

HFRI Fund of Funds
2

-7.30% -3.94% 0.50% 0.33% 1.91%

Real Estate

NAREIT U.S. Equity REITS -27.30% -21.26% -3.14% -0.35% 7.40%

NCREIF NFI - ODCE 0.97% 4.87% 6.81% 8.46% 11.45%

FTSE Global Core Infrastructure Index -17.89% -9.29% 3.94% 4.52% 8.30%

Private Equity

Burgiss Private iQ Global Private Equity
3

11.61% 14.89% 11.58% 13.92%

MSCI Indices show net total returns throughout this report. All other indices show gross total returns.

1
 Periods are annualized.

2
 Latest 5 months of HFR data are estimated by HFR and may change in the future.

3 
Burgiss Private iQ Global Private Equity data is as at June 30, 2019

Returns of the Major Capital Markets

Period Ending 03/31/2020

Market Highlights
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Pension Plan Performance Summary
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Total Plan Asset Summary
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Total Plan Performance Summary
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Asset Allocation as of March 31, 2020
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Pension Total Fund Attribution: 
1 Quarter as of March 31, 2020
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Plan Sponsor Peer Group Analysis
As of March 31, 2020
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Performance as of March 31, 2020
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Performance as of March 31, 2020
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Performance as of March 31, 2020
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OPEB Performance as of March 31, 2020
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Total Plan Asset Summary
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Total Plan Performance Summary
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Asset Allocation as of March 31, 2020
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OPEB Total Fund Attribution: 
1 Quarter as of March 31, 2020
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Performance as of March 31, 2020
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Performance as of March 31, 2020
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Aon Medium Term Views 
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One page summary

Cross Asset Class Views

Equity Regions

Equity Styles

Alternatives

Credit

Core Fixed Income

Currencies versus USD

Please refer to the end of the document for interpretation guidelines

The opportunity from cheaper 

valuations has been fleeting and 

we are not wholesale buyers of 

risk

We still favor uncorrelated sources of 

returns from a risk-mitigation view, but 

the real-estate opportunity has 

diminished

US high yield 

valuations have 

improved, but risks 

remain high

Coronavirus risks 

dominate and recent 

strong US rally 

keeps us cautious

Investment grade upgraded 

due to better valuations for 

the long-term investor.  Risks 

are still elevated

Real estate downgraded, 

but non-correlated 

alternatives still generally 

preferred 

Safe haven flows will 

keep the USD 

supported in the near-

term

Style views have become 

more defensive
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Forward PE ratio 15Y Average
Cheap below this level Expensive above this level

▪ Markets were sailing along and were caught completely unawares as the

Covid-19 outbreak struck. This particularly hurt pro-cyclical sectors, such as

energy and industrials, as well as value stocks. Since then, markets have

rallied hard and valuations are even less compelling.

▪ Valuations were better at the recent bottom but were cheaper in the

lower points of some previous cycles. Especially after the recent market

rally, we suspect that the valuation adjustment may have further to run and

that the market has not fully priced in the new economic and company

profitability realities.

▪ Equities look better valued on a relative basis versus bonds. Interest

rates have gone even lower and this will provide support.

▪ Market uncertainties and risks remain high and will likely remain so

throughout the crisis period. Any buying opportunity proved fleeting as

markets rebounded sharply and we recommend against rebalancing at

the moment, as we see risks skewed to the downside.

Valuations have been cheaper in previous market troughs

12-month forward PE ratio doesn’t stay “cheap” for long

US equity risk premium highest since 2013

Equities:
Cheaper versus bonds but valuations are not generally compelling

Source: Factset, Aon calculations using MSCI World, last data point is April 20

Source: Factset, AonSource: Factset, MSCI World total returns in selected currencies, 

data to end-March

0%
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1991 1994 1997 2000 2003 2006 2009 2012 2015 2018

Forward 

PE

Price to 

Book

Dividend 

Yield
CAPE

Average of 

previous bear 

markets

13.0x 1.53x 3.88% 12.5x

Range in 

previous bear 

markets

10.4x - 

15.8x

1.01x - 

2.06x

2.36% - 

5.70%

5.6x - 

22.0x

March 31st 15.8x 2.90x 2.30% 23.0x

MSCI World

MSCI World

Past performance is no guarantee of future results. Indices cannot be invested in directly. Unmanaged index returns assume reinvestment of any and all 

distributions and do not reflect fees or expenses. Please see Appendix for index definitions. 
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-6.81%

17.17%

11.99%

-10%

-5%

0%

5%

10%

15%

20%

2020 2021 2022

Expected 12m EPS Growth

MSCI World earnings likely to drop around 30% this year

Earnings expected to fall 7% this year – this is optimistic

Major factors outperform market cap but value lags sharply

Equities:  
Earnings have started to adjust but there is a lot more to go

Source: Factset, Aon, MSCI World

Source: Factset, Ratio of total return performance of selected equity styles relative to MSCI WorldSource: Factset, Aon calculations for model using  a regression model of 

earnings revision ratios and earnings growth.

▪ The latest earnings growth estimates for the MSCI World index to end-March

have begun to be revised lower and now show a decline of close to 7% for

2020. However, we believe that there will be large further downward

revisions as firms begin to report over Q2. The latest earnings estimates from

analysts and our calculations for 2020 are indicating drops of closer to 30%.

▪ Equity markets can sometimes “look through” declines in earnings if investors

believe that the hit to profits is short-term in nature. But, we believe that we

are only now starting to see company cash flows under strain. We do not

think that there will be a rapid recovery in corporate earnings in this crisis.

▪ Lower earnings growth, coupled likely lower corporate buyback activity,

will probably depress equity market returns in the near-term.

▪ In terms of styles, value lagged substantially in the recent sell-off, compared

with the MSCI World index. Other factors – momentum, quality, growth and

minimum volatility, have outperformed. We expect value’s weak

performance to continue in the near-term and remain neutral.

-28.80%
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Past performance is no guarantee of future results. Indices cannot be invested in directly. Unmanaged index returns assume reinvestment of any and all 

distributions and do not reflect fees or expenses. Please see Appendix for index definitions. 
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CLO tranches: BB spreads are tempting but dangerous

AAA Securitised is still attractive

AAA CLO spreads are similar to IG spreads

Credit focus:
Securitised credit 

Source: Schroders

Source: Bloomberg, Palmer Square

▪ With markets gyrating from complacency to panic and back to 

complacency we think it makes sense to look at the most defensive 

areas of credit which still enjoy a decent pick-up over Treasuries.

▪ Our preferred credit sector is AAA securitised credit. This 

currently has a spread of around 160 bps. AAA CLOs have slightly 

higher spreads at around 200 bps. We think most AAA tranches in 

the securitised space have negligible credit risk with levels of 

subordination far higher than in pre-GFC securitisations.

▪ Bargain hunters may be tempted by subordinated tranches of 

securitisations. In particular BB CLOs offer spreads of around 13%, 

and have only slightly retraced the loses between Feb 21st and Mar 

22nd. However, we would recommend that such allocations are 

done via specialist managers and the ability to hedge.
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Past performance is no guarantee of future results. 
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Yields have not moved as much, limiting total value

Spreads have become better value but remain volatile

Downgrades are accelerating, making us cautious

▪ We are upgrading our view on investment grade credit relative to 

government bonds to neutral. Now is a better time to 

accumulate credit positions.  This a relative value play rather 

than outright total return.

▪ Spreads now offer better value to enter for the long-term investor, 

and this is the core driver of our upgrade.

▪ The Fed’s actions have helped to ease the market, and reduce 

liquidity constraints, which has alleviated immediate pressure. 

▪ But we are not outright positive on credit yet because the path 

forward will be volatile. Even with Fed support, there is likely to be 

a wave of downgrades as credit’s fundamental metrics deteriorate. 

Further, although spreads are better value, all in yields continue to 

be extremely low which will hamstring total returns. 

Core Fixed Income:
Some relative value in investment grade credit

Source: Bloomberg Barclays

Note: Net rating change equals upgrades less downgrades. Based on the average of Moody’s, 

S&P, and Fitch, if available. We also include the watch as 2/3 of a notch and the outlook as 1/3 of 

a notch. Restricted to bonds in ICE BoFA IG corporate index C0A0.Source: Bloomberg Barclays

Fair Value 1.4

Downgrades occurring a faster rate than GFC

Past performance is no guarantee of future results. 
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Real estate prices adjust in recessions

Rents are expected to fall in Q2 2020

Real estate prices already expected to decline

▪ We are down grading our view on private real estate to neutral.

Portfolios should not be adding to private real estate 

exposures at this time. This is for the following reasons.

▪ First, the real estate market is by all accounts frozen, making 

transacting extremely difficult. 

▪ Second, rents are collapsing around the world, putting in jeopardy 

the life blood of real estate  - income. The rental outlook in Q2 and 

through the rest of 2020 is uncertain and sector dependent.

▪ Third, the valuation adjustment is not yet large enough to offer 

value. Prices are expected to fall, but currently in-line with the 

rental shortfall which does not create a wholesale opportunity.  

▪ There may be opportunities in public real estate, and non-core 

assets that are showing more distress. 

Alternatives:
Do not add to private real estate exposures

Source: Green Street Advisors

Source: Green Street Advisors

Source: NCREIF

Past performance is no guarantee of future results. Indices cannot be invested in directly. Unmanaged index returns assume reinvestment of any and all 

distributions and do not reflect fees or expenses. Please see Appendix for index definitions. 

Current

Forgiven or Deferred
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Legal Consulting & Compliance Update
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Appendix
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Oil prices fall to lowest since 2002 Safe-haven flows lead to spike in value of the US dollar

Within the space of 3 months, the world has been turned upside down, as the Covid-19 pandemic has prompted widespread lockdowns and 

immense fiscal and monetary policy responses to prevent economic collapses.  More recently, some signs of “curve-flattening” have eased worries 

but the reality seems to be that the recovery to more normal conditions will take a long time, with the world reliant on a vaccine for a true end to the 

crisis.  Meanwhile, oil prices have plunged and the US dollar has benefitted from safe-haven flows.  The near-term economic outlook is highly 

challenged, whilst the medium-term is dependent on the swiftness of medical developments.

The manufacturing sector activity plunges A huge surge in US unemployment…similar elsewhere

Source: Factset Source: Factset, US non-farm payrolls

Source: Factset

Source: Factset

*Indices cannot be invested in directly. Unmanaged index returns assume reinvestment of any and all distributions and do not reflect fees or expenses. 

Past performance is no guarantee of future results.

Economic Highlights
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Economic Highlights

USA

▪ The US economy was relatively healthy 

in Q4 but is very likely to have 

contracted sharply in the first quarter.

▪ The early monthly signals certainly 

point to this outcome – retail sales 

contracted by a record 8.7% in March 

as shops were closed across the 

country, the ISM indexes of activity fell 

into recession territory and the 

unemployment rate jumped to 4.4% as 

over 20 million people claimed 

unemployment benefit for the first time.  

These all indicate very significant 

disruption and, without a return to 

normality very soon, it is highly likely 

that the US is facing a recession over 

the next two quarters.

▪ In response, the Federal Reserve cut 

interest rates sharply to 0.25% from 

1.75% and commenced potentially 

unlimited Quantitative Easing, with an 

aim to buy a wide range of assets.  

Meanwhile, the government passed a 

$2trn fiscal stimulus package, which 

includes direct financial grants to 

individuals and corporate loans.

▪ A recession is set to be officially 

confirmed now whilst the medium-term 

outlook remains clouded and 

dependent on medical developments.

EAFE

▪ Europe rapidly become the epicentre of 

the Covid-19 outbreak over March, 

especially in Italy and Spain, and 

widespread lockdowns remain in place 

in many countries.  With the EU’s new 

financial support package, the region’s 

total fiscal response is now the biggest 

in the world, at $3.2trn.  The ECB also 

re-initiated Quantitative Easing.

▪ Japanese GDP growth had already 

contracted in Q4 2019 as the 

consumption tax hike was introduced 

and the signs indicate another weak 

quarter in Q1 too.  The Bank of Japan, 

already very experienced in QE, has 

extended its purchase programme to 

virtually all financial assets, including 

equity ETFs.

▪ Meanwhile, the UK looks especially 

hard hit by the virus outbreak and 

imposed relatively severe lockdown 

restrictions, with many businesses and 

all schools closed.  In keeping with 

other central banks, the Bank of 

England cut the base rate to 0.1%, 

which is an all-time low, whilst the 

government introduced a large fiscal 

package, including plans to pay part of 

salaries.

Emerging Markets

▪ Emerging markets have not been 

immune to the havoc being wreaked by 

the coronavirus and, indeed, there are 

fears that some nations with weaker 

governments will suffer especially.

▪ Chinese GDP growth was reported to 

have contracted for the first time since 

the 1970s and by a larger than 

expected 6.8% year-on-year in Q1.  

Restrictions are starting to be eased 

within the country but it remains to be 

seen whether China has truly managed 

to contain their outbreak.  Furthermore, 

the halt in global trading activity will 

likely remain a strong headwind to the 

Chinese economy for much of this 

year.

▪ Many central banks and governments 

have introduced support measures 

similar to those in the G7 but the 

degree of help varies widely.  The IMF 

expects growth in Asia to be virtually 

zero this year but to fare better than 

the G7 – this forecast is based on the 

assumption that China’s outbreak is 

under control.

▪ Meanwhile, the G7 has announced 

plans to provide debt relief to emerging 

market economies in order to support 

fragile countries.
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Economic Data Table

Indicator

Date of Latest 

Reading

Latest 

Reading

Previous Month* 

Reading

Change From 

Previous Month*

Previous 

Quarter

Previous 

Year

Growth

Real GDP (QoQ% Change Annualized) Dec-19 2.10 2.10 0 2.1 1.1

Industrial Production Total (YoY% Change) Mar-20 -5.5% 0.0% -5.5% -0.8% 2.3%

ISM - Maufacturaing Mar-20 49.1 50.1 -1.0 47.8 54.6

ISM - Non-Manufacturing Mar-20 52.5 57.3 -4.8 54.9 56.3

Consumer Confidence Mar-20 120.0 132.6 -12.6 128.2 124.2

Durable Goods Orders Total (YoY% Change) Feb-20 0.0% -3.7% 3.7% -4.8% 0.5%

Durable Goods Orders excl. Transport (YoY% Change) Feb-20 -0.8% -0.5% -0.3% -0.8% 2.3%

Durable Goods Orders excl. Defense (YoY% Change) Feb-20 -2.0% -4.1% 2.1% -3.0% 1.7%

Retail Sales (YoY% Change) Mar-20 -6.2% 4.6% -10.8% 5.4% 4.1%

Retail Sales excl. Autos (YoY% Change) Mar-20 2.1% 4.1% -2.0% 5.9% 3.9%

New Car Registrations (YoY% Change) Feb-20 -13.2% -21.0% 7.8% -20.0% -15.0%

Prices and Money 0 0 0 0 0

Inflation Mar-20 1.5% 2.3% -0.8% 2.3% 1.9%

Core Inflation Mar-20 2.1% 2.4% -0.3% 2.2% 2.0%

Chain Type Price Index for Personal Consumption Expenditure (YoY% Change) Dec-19 1.6% 1.3% 0.2% 1.3% 1.8%

Core Chain Type Price Index for Personal Consumption Expenditure (YoY% Change) Dec-19 1.6% 1.5% 0.1% 1.7% 2.0%

Fed Fund Rate Mar-20 0.25 1.75 -1.5 1.75 2.5

Long Treasury Rate Mar-20 1.26 1.81 -0.55 2.16 2.8

Labor 0 0 0 0 0

Unemployment Rate Mar-20 4.40 3.50 0.9 3.5 3.8

Non-Farm Payrolls (Actual Monthly Change in Thousands) Mar-20 -701.00 275.00 -976 184 147

Unit Labour Cost - Total Business (QoQ% Change Annualized) Dec-19 0.90 0.30 0.60 0.3 0.6

Unit Labour Cost - Non-Farm (QoQ% Change Annualized) Dec-19 0.90 0.20 0.7 0.2 0.7

Real Average Hourly Earnings - Total Non-Farm (QoQ% Change Annualized) Dec-19 -0.20 -1.90 1.7 -1.9 -0.4

House Prices 0 0 0 0 0

Shiller Price Index (YoY% Change) Dec-19 2.8% 2.5% 0.3% 2.1% 4.0%

Mortgage Rate Mar-20 3.5 3.45 0.05 3.74 4.06

Pending Home Sales (YoY% Change) Feb-20 9.4% 5.8% 3.6% 6.9% -4.9%

Housing Starts Authorized by Permit (YoY% Change) Mar-20 4.8% 12.8% -8.0% 6.0% -8.4%

*Real GDP, Unit Labour Costs, and Real Earnings data are from the previous quarter. Payrolls are previous month

Source: FactSet
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Appendix: View guidance

- - -
Large under-

performance 

expected with 

highest 

conviction

• Target larger 

underweight

• Bring forward 

selling plans 

and defer SAA 

buying 

implement-

ation

• Do not 

rebalance to 

target weight 

yet

- -
More under-

performance or 

stronger 

conviction

• Target 

underweight

• Bring forward 

selling plans 

and defer SAA 

buying 

implement-

ation

• Do not 

rebalance up 

to target 

weight yet

-
More likely to 

underperform 

• Target small 

underweight to 

strategic 

weight

• Prefer to avoid 

buying and 

selling on 

strength 

• Buying for 

SAA reasons 

fine, but add 

slowly or into 

weakness.

• Consider 

partial rather 

than full 

rebalancing

=
Weak conviction 

or no view on 

relative 

performance

• Target 

benchmark or 

strategic 

weight

• Buying/ 

Selling both 

look ok 

coming from 

SAA changes 

or rebalancing

+
More likely to 

outperform

• Target small 

overweight to 

strategic 

weight

• Prefer to 

accumulate

• Selling for 

SAA reasons 

fine, but look 

to sell 

gradually

• Slow 

rebalancing 

moves back to 

benchmark 

weight

++
More 

outperformance 

or stronger 

conviction

• Target 

overweight

• Bring forward 

buying plans 

and defer SAA 

selling 

implement-

ation

• Do not 

rebalance 

down to target 

weight yet

+++
Large 

outperformance 

expected with 

highest 

conviction

• Target larger 

overweight

• Bring forward 

buying plans 

and defer SAA 

selling 

implement-

ation

• Do not 

rebalance to 

target weight 

yet



57
Proprietary & Confidential  

Investment advice and consulting services provided by Aon Investments USA Inc.

Appendix: Investment View Framework

Valuation

Establish if the asset class is 
cheap or expensive given 
our fundamental outlook. For 
Example:

▪ P/E Ratio

▪ Credit Spreads

▪ Yield Levels

Market Awareness

Establish if near-term drivers 
for the asset class are 
positive or negative. For 
Example:

▪ Technical Indicators

▪ Sentiment Surveys

▪ Futures/Options 
Positioning

Fundamental

Analyze the core economic 
and underlying drivers of an 
asset class. For example:

▪ Economic Growth

▪ Earnings Growth

▪ Default Risk

Investment View
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Appendix:
Index Definitions

MSCI All Country World Index - A capitalization-weighted index of stocks representing approximately 46 developed and emerging countries, including the U.S. and Canadian 

markets.

MSCI Emerging Markets Index - A capitalization-weighted index of stocks representing 22 emerging country markets.

MSCI US - A market capitalization-weighted index that is designed to measure the equity market performance of stocks in the USA.

JPM EMBI Global Diversified – Comprised of dollar-denominated Brady bonds, traded loans and Eurobonds issued by emerging market sovereign and quasi-sovereign entities. The 

Diversified version limits the weights of the index countries by only including a specified portion of those countries' eligible current face amounts of debt outstanding, providing for a 

more even distribution of weights within the countries in the index.

JPM GBI-EM Global Diversified - Designed to provide a comprehensive measure of local currency denominated, fixed-rate, government debt issued in emerging markets.

BofA Merrill Lynch High Yield - A market capitalization-weighted index that tracks the performance of U.S. dollar-denominated, below investment grade corporate debt publicly 

issued in the U.S. domestic market.

Trade weighted US Dollar (Federal Reserve) - A weighted average of the foreign exchange value of the U.S. dollar against a broad index currencies that circulate widely outside 

the country of issue.

VIX Index – Tracks 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.

MSCI World Index - A free float-adjusted market capitalization weighted index that is designed to measure the equity market performance of developed markets, representing 24 

developed market country indices.

Russell 1000 Index - An Index that measures the performance of the  largest 1,000 stocks contained in the Russell 3000 Index.

Russell 2000 Index - An Index that measures the performance of the  smallest 2,000 stocks contained in the Russell 3000 Index.

MSCI EAFE Index - A capitalization-weighted index of stocks representing 22 developed countries in Europe, Australia, Asia, and the Far East.

MSCI Canada - A market capitalization-weighted index that captures broad Canadian equity market coverage, including over 680 constituents across large, mid, small and micro 

capitalizations.

NCREIF Property Index - A capitalization-weighted index of privately owned investment grade income-producing properties representing approximately $269 billion in assets.

HFRI Fund Weighted Composite Index – The HFRI Fund Weighted Composite Index is a global, equal-weighted index of over 2,000 single-manager funds that report to HFR 

Database. Constituent funds report monthly net of all fees performance in US Dollar and have a minimum of $50 Million under management or a twelve (12) month track record of 

active performance. The HFRI Fund Weighted Composite Index does not include Funds of Hedge Funds.

.S&P/LTSA Leveraged Loans Index – The S&P/LSTA Leveraged Loan Index is the first index to track the investable senior loan market. This rules-based index consists of US loan 

facilities in the syndicated leveraged loan universe.

Bloomberg Commodity Index - Bloomberg Commodity Index is calculated on an excess return basis and tracks price movements in commodity futures. The index rebalances 

annually weighted 2/3 by trading volume and 1/3 by world production and weight-caps are applied at the commodity, sector and group level for diversification. 

Barclays Capital Long Credit Bond Index - An unmanaged index considered representative of long-term fixed-income obligations issued by U.S. corporate, specified foreign 

debentures, and secured notes.

Barclays Capital  Intermediate Credit Bond Index - An unmanaged index considered representative of intermediate fixed-income obligations issued by U.S. corporate, specified 

foreign debentures, and secured notes.

ML MOVE Index - The Merrill lynch Option Volatility Estimate (MOVE) Index is a yield curve weighted index of the normalized implied volatility on 1-month Treasury options which are 

weighted on the 2, 5, 10, and 30 year contracts
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Appendix:
Index Definitions

HFRI Macro (Total) Index – Macro: 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 Macro: Systematic Diversified Index – Systematic: Diversified strategies have investment processes typically as function of mathematical, algorithmic and technical models, 

with little or no influence of individuals over the portfolio positioning. Strategies which employ an investment process designed to identify opportunities in markets exhibiting trending 

or momentum characteristics across individual instruments or asset classes. Strategies typically employ quantitative process which focus on statistically robust or technical patterns in 

the return series of the asset, and typically focus on highly liquid instruments and maintain shorter holding periods than either discretionary or mean reverting strategies. Although 

some strategies seek to employ counter trend models, strategies benefit most from an environment characterized by persistent, discernible trending behavior. Systematic: Diversified 

strategies typically would expect to have no greater than 35% of portfolio in either dedicated currency or commodity exposures over a given market cycle.

Purchasing Managers Index - The PMI® is a composite index based on the diffusion indexes of five of the indexes with equal weights: New Orders (seasonally adjusted), 

Production (seasonally adjusted), Employment (seasonally adjusted), Supplier Deliveries (seasonally adjusted), and Inventories. Diffusion indexes have the properties of leading 

indicators and are convenient summary measures showing the prevailing direction of change and the scope of change.



60
Proprietary & Confidential  

Investment advice and consulting services provided by Aon Investments USA Inc.

Legal Disclosures and Disclaimers

Investment advice and consulting services provided by Aon Investments USA Inc. The information contained herein is given as of the 

date hereof and does not purport to give information as of any other date. The delivery at any time shall not, under any 

circumstances, create any implication that there has been a change in the information set forth herein since the date hereof or any 

obligation to update or provide amendments hereto. 

This document is not intended to provide, and shall not be relied upon for, accounting, legal or tax advice. Any accounting, legal, or 

taxation position described in this presentation is a general statement and shall only be used as a guide. It does not constitute 

accounting, legal, and tax advice and is based on Aon Investments’ understanding of current laws and interpretation. 

Aon Investments disclaims any legal liability to any person or organization for loss or damage caused by or resulting from any 

reliance placed on that content. Aon Investments reserves all rights to the content of this document. No part of this document may be 

reproduced, stored, or transmitted by any means without the express written consent of Aon Investments. 

Aon Investments USA Inc. is a federally registered investment advisor with the U.S. Securities and Exchange Commission. Aon 

Investments is also registered with the Commodity Futures Trading Commission as a commodity pool operator and a commodity 

trading advisor, and is a member of the National Futures Association. The Aon Investments ADV Form Part 2A disclosure statement 

is available upon written request to:

Aon Investments USA Inc.

200 E. Randolph Street

Suite 700

Chicago, IL 60601

ATTN: Aon Investments Compliance Officer

© Aon plc 2020. All rights reserved.


