
AGENDA 

For the  Spec ia l  Meeting O f  October 27, 1987 

1 .  M e e t i n g  w i l l  b e  c a l l e d  t o  . o r d e r  a t  2:30 P.M., i n  t h e  
Columbian Room, 1 4 t h  f l o o r ,  H o l i d a y  I n n  Mar t  P l a z a .  

2.  R e p o r t  by  t h e  B o s t o n  Company on t h e  a s s e t  a l l o c a t i o n  m o d e l .  

3 .  W e l l e s l e y  Group commenta ry  and r e s p o n s e  t o  a n y  q u e s t i o n  o n  
i n v e s t m e n t  p o l i c y .  

4 .  Adjournment  . 



RETIREMENT PLAN 

FOR 

CHICAGO TRANSIT AUTHORITY EMPLOYEES 

A S p e c i a l  Meeting of  t h e  Re t i r ement  Allowance 

Committee was h e l d  Tuesday, October 27, 1987 a t  2:30 P.M., i n  

t h e  Columbian House, 1 4 t h  f l o o r ,  Holiday Inn  Mart P l a z a .  The 

fo l lowing  Committee Members were i n  a t t e n d a n c e :  

M s .  W. Black Mr. W. C la rk  
Mr. E. Flowers Mr. G. Nagle 
Mr. E. Gresham M r .  D. Perk 
Mr. I. Thomas M.s. V. Wendorf 

A l t e r n a t e s  W. Buetow, H. Wil l iams,  L. Mor r i s  and H. Hegar ty  were 

I p r e s e n t .  Messr. J. Mullen and M s .  P. Wi l l i ams  o f  t h e  Pens ion  

O f f i c e  s t a f f  were p r e s e n t .  Messrs. N. Joach imi  and J. Prime of 
' 1 

t h e  Wel les ley  Group were p r e s e n t .  Mr. K .  Kenly of The Boston 

Company was p r e s e n t .  M s .  S. Luthy of t h e  H a r r i s  T r u s t  and 

Savings  Bank was p r e s e n t .  M r .  R. Burke, t h e  P l a n  A t t o r n e y  was 

p r e s e n t .  1 
I 

The Chairman asked f o r  a  r e p o r t  by t h e  Boston I 

Company on t h e  a s s e t  a l l o c a t i o n  model. Mr. K i m  Kenly of t h e  

Boston Company reviewed a  r e p o r t  e n t i t l e d  " Inves tment  Review 

Meeting" d a t e d  October  27, 1987. The r e p o r t  reviewed t h e  

purpose of t h e  S y s t e m a t i c  Asse t  A l l o c a t i o n  Model and t h e  methods I 

it uses  t o  i d e n t i f y  a s s e t  c l a s s  v a l u a t i o n s  and p r o j e c t e d  r e t u r n s .  

Page seven (7 )  o f  t h e  r e p o r t  i d e n t i f i e d  t h e  accoun t  b a l a n c e s  a t  

August 21, 1987 ( i n c e p t i o n  d a t e )  and October  21, 1987 b u t  was 



determined t o  be i n  e r r o r .  A f t e r  some d i s c u s s i o n ,  it was 

determined t h a t  t h e  a s s e t  a l l o c a t i o n  account  had e x p e r i e n c e d  

a n  e s t i m a t e d  l o s s  o f  approx imate ly  $4.5 m i l l i o n  th rough  F r i d a y ,  

October 23, 1987. The S e c r e t a r y  sugges ted  t h a t  t h e  s y s t e m a t i c  

a s s e t  a l l o c a t i o n  program shou ld  be  e v a l u a t e d  by comparing i t s  

performance wi th  t h e  s t r a t e g y  t h a t  t h i s  Committee would o t h e r -  

wise have, t h a t  is a s t a t i c  a s s e t  a l l o c a t i o n  o f  65% e q u i t i e s ,  

20% r e a l  e s t a t e / b o n d s  and 15% cash .  Mr. Kenley agreed  t h a t  

t h i s  is  t h e  c o r r e c t  way t o  e v a l u a t e  performance and i n d i c a t e d  

he would make t h e  c a l c u l a t i o n .  Mr. Kenley c o n t i n u e d  h i s  r ev iew 

of t h e  r e p o r t  n o t i n g  t h a t  t h e  model h a s  h i s t o r i c a l l y  been 

proven t o  add v a l u e ,  ou tpe r fo rming  t h e  t a r g e t  i n  28 of 40 

q u a r t e r s  i n  t h e  1 0  y e a r  p e r i o d  ending 12/31/86. He n o t e d  t h a t  

lr> 
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t h e  f u t u r e s  market  p r o v i d e s  a  method of implementing t h e  model 

q u i c k l y  and e f f i c i e n t l y .  

The Chairman t h e n  asked Mr. Joach imi  of t h e  

Wel les ley  Group f o r  h i s  comments. Mr. Joach imi  reviewed t h e  

r e c e n t  e v e n t s  i n  t h e  market  and s t r e s s e d  t h a t  t h i s  was n o t  t h e  

t ime  t o  p a n i c  and make any changes t o  inves tment  p o l i c y .  H e  

no ted  t h a t  our p h i l o s o p h y  is t o  t a k e  a  long  term p e r s p e c t i v e  

t o  t h e  marke t s  and t h a t  t h e r e  i s  no reason t o  change t h a t  

approach i n  r e a c t i o n  t o  s h o r t  t e rm changes i n  i n v e s t o r  psy- 

chology. 

F u r t h e r  d i s c u s s i o n  ensued b u t  d i d  n o t  r e s u l t  i n  

any a c t i o n  by t h e  Committee t o  make any changes  t o  i ts  i n v e s t -  

ment p o l i c y .  The mee t ing  was ad journed  a t  5:15 P.M. 
( - \  
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SECRETARY 1 \ 

RETIREMENT ALLOWANCE COMMITTEE 

CHAIRMAN 
RETIREMENT ALLOWANCE COMMITTEE 

DATED 


