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Business Cycle Analysis
▪ With broader economic reopening and ongoing stimulus measures, traditional indicators suggest the 

United States has moved into the accelerating expansion phase of the business cycle, characterized by 

falling unemployment, accommodative financial conditions, rising consumer and corporate confidence and 

robust profit growth. Some parts of the economy have bounced back from the recession, which was 
officially declared in February 2020, but others still have a way to go toward recovering to pre-pandemic 

levels. 

▪ We continue to observe a variety of higher-frequency data points to gauge the progress of the economy 

reopening in real time. Many of these high-frequency indicators were impacted by the spread of the Delta 
variant earlier in the quarter, although trends are now reaccelerating.

Valuation Analysis
▪ The S&P 500® next-12-months (NTM) price-to-earnings (P/E) ratio declined one multiple point to 20.4 

times (x) over the quarter as the index pulled back in September as headline risks on fiscal stimulus, the 

“peak growth” narrative, lingering supply chain bottlenecks, an intensifying global energy crisis and 
heightened Chinese regulatory risks unnerved markets. Valuations remain at the top end of the range (20-

year average of 15.5x) as accommodative monetary policy from the Federal Reserve (Fed) and 

momentum on reopening the U.S. economy were tailwinds to valuations across asset classes. Earnings 

growth remains critical to justifying current valuations, although 2022 revisions have been moderating.
▪ Forward price-to-book and price-to-sales metrics dipped slightly after setting new 20-year highs in the 

second quarter. In our view, these elevated valuations continue to show equities may still be pricing for 

perfection, suggesting financial markets could be subject to periods of elevated volatility, as we saw briefly 

during the quarter, should optimistic expectations be slow to materialize. 

Technical Analysis
▪ Most major indices finished the quarter with market breadth (percent of stocks trading above their 200-day 

moving average) above the 50% threshold typically associated with a healthy market environment, although 

market breadth narrowed as stocks pulled back in September. The one-month implied correlations among 

S&P 500 constituents ticked up to as high as 0.57, up from 0.19 during the second quarter, as macro 
headlines drove market sentiment in the short term.

Indices are unmanaged, not available for direct investment, and not subject to management fees, transaction costs or other ty pes of expenses that an 
account may incur.

VALUATION 

ANALYSIS

BUSINESS CYCLE 

ANALYSIS

TECHNICAL 

ANALYSIS+ +

• Identifies investment 

opportunities while 

maintaining a long-term 

view.

• Is an asset 

over/undervalued relative 

to history/other assets?

• Assess stages of the 

business cycle and their 

impact on asset class, 

sector, and industry 

performance.

• Business cycle growth 

underpins the corporate 

earnings cycle.

• Helps put valuations into 

context.

• What are price trends 

telling us about near-term 

market behavior?

• Supports shorter-term 

execution.
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Investment Philosophy

We believe markets can be inefficient, and investment opportunities are ever-changing. 

A thorough understanding of the past, combined with rigorous analysis of the present, 

gives us insight into probable future outcomes.
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Integrated 

Our strategy, manager 
research and portfolio 

management teams work 
closely together to confirm 

that our best thinking is 
reflected in each investment 

decision.

How We Invest

Focused on Goals 

Our process begins by understanding each client’s 

needs and objectives.

Flexible 

We build portfolios tailored to each client’s unique 

investment needs, restrictions and values.

Deep Analysis

Robust quantitative analyses, combined with strong 
qualitative research, can help generate meaningful 

insight not attainable by either method on its own, so 
we use both to help derive the most optimal portfolio 

solutions for clients. 

Our Approach to Markets

Dynamic

Markets evolve and portfolios need to adjust 

accordingly to generate superior returns.

Long-Term View

While markets are ever-changing, we believe 
patient investors can capitalize on persistent long-

term trends. 

Value Oriented

We seek to identify investment opportunities that 

are undervalued and/or mispriced by the market

Transparent

Investors who know what they own and why they 

own it typically have greater conviction in their 
portfolios and may get better results because they 

stay the course when markets are stressed. 

How We Construct Portfolios

Always with an Eye on Risk

There are many risks to worry about when 
investing: shortfall, volatility, unintended exposure, 

liquidity and operational risks. 

We employ a rigorous risk management 
framework monitoring these risks to help maximize 

the probability of investors reaching their goals.

Open Architecture

Our skilled due diligence team 
seeks opportunities in active and 

passive vehicles wherever they 
may be found — including 

investments offered by best-in-
class third parties, as well as 

targeted/customized in-house 
solutions where applicable.
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U.S. 
Economy

▪ While both traditional and higher-frequency indicators suggest the economic expansion continues 
to accelerate, the spread of the Delta variant and slower-than-expected labor market recovery have 
slowed recent momentum.

▪ Markets will likely remain in a higher volatility regime as COVID-19 persists, economic data 
moderates and we approach a shift in highly accommodative fiscal and monetary policy. 

Internation
al Economy

▪ A number of macro issues plagued developed international equities, including supply chain 
disruptions, major elections, gas shortages in Europe and lingering COVID-19 concerns; these 
point to a slower pace of economic recovery.

Global
Monetary 

and Fiscal
Policy

▪ Global central banks have maintained unprecedented levels of monetary policy accommodation to 
support economies post the pandemic. Central banks are looking to wind down their emergency 
policies as economic activity begins to normalize.

▪ The Fed maintained policy rates at the 0.00-0.25 basis point range and announced it could begin to 
scale back asset purchases in November. Even as the Fed begins tapering its asset purchases, its 
balance sheet will continue to increase at a decelerating rate until the tapering process is complete, 
likely by mid-2022.

▪ Developed market central banks are contemplating tapering their emergency quantitative easing 
(QE) programs, while emerging market (EM) central banks are on the opposite side of the 
spectrum with capacity for additional stimulus if needed.

Corporate 
Earnings

▪ Record second-quarter earnings growth was due to the low base effects from the pandemic-
impacted year-earlier quarter and accommodative monetary policy. Earnings revisions for the 
rest of 2021 continue to improve, but revisions for 2022 have moderated.

▪ Third-quarter earnings growth is estimated at 27.3%; our earnings outlook remains positive as 
we monitor revisions against the current earnings valuation backdrop.

U.S. Equity 
Markets

▪ The S&P 1500® posted a 0.4% gain during the third quarter; earlier gains in July and August 
gave way to market volatility in September as rising political uncertainty and longer-term 
interest rates pressured markets.

▪ Heading into a traditionally volatile fourth quarter, we would not be surprised to see elevated 
volatility remain for domestic equities. That being said, we believe that historically low interest 
rates and the strong economic and fundamental backdrop will keep the positive momentum 
going. 

Internation
al Equity 
Markets

▪ International equity markets rallied throughout most of the quarter, but a divergence between 
developed and emerging markets (EM) in the final weeks reflects fresh concerns about the 
pandemic. Developed international equity markets were weakened by a variety of macro 
concerns in September which erased the gains from the continued momentum of the 
economic reopening.

▪ Emerging equity markets faced a tumultuous quarter as intensified regulatory risks and 
concerns around the highly indebted Evergrande roiled markets. We continue to believe 
regulatory risks in China remain the primary risk for EM investors in an otherwise 
fundamentally strong asset class.

Fixed 
Income 
Markets

▪ Fixed income investments were ultimately flat on the quarter as political uncertainty and the 
timing of the Fed tapering QE pushed longer-dated U.S. Treasury to their highest levels since 
June.

▪ We believe sustained high inflation remains unlikely due to fading base effects from last year, 
expiring fiscal stimulus, near-term tapering of monetary support and short-term supply chain 
disruptions.

Alternative 
Assets

▪ In a growth- and yield-seeking world, alternatives continue to provide value by typically offering 
diversification and alternative sources of yield.

▪ The quickly shifting business environment damaged some industries, but also spurred capital 
markets activity and brought about a recovery.

Indices are unmanaged, not available for direct investment, and not subject to management fees, transaction costs or other ty pes of expenses that an 
account may incur.
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“The Good, the Bad, and the Ugly….” 
A quick tour around the globe
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Ordered by importance / 

potential for biggest 

market impact

Higher

Lower

October 2021

The “Good”

• Widespread global policy 

accommodation

• Favorable financial 

conditions

• Strong Federal Reserve 

policy support

• Strong emerging markets 

earnings growth

• Improving net profit margins

• Quality income generating 

investments

• Virtual private networks 

(VPN)

• Ongoing fiscal stimulus 

measures?

• Accelerating economic 

indicators

• E-commerce 

utilization/adoption

• 5G technology innovation

The “Bad”

• Transitory vs. sustained high 

inflation

• Decline in housing 

affordability

• Negative U.S. economic 

surprises

• Slow global economic 

reopening

• Elevated market volatility

• Absolute valuations

• Stagnant capital deployment

• Stagnant consumer 

confidence

• Stakeholders over 

shareholders?

• Geopolitical tensions

The “Ugly”

• Crisis of confidence/social 

unrest

• Global deficits/debt levels

• Labor market disruptions

• Market fragility

• Global populism

• US-China power struggle

• Global entitlement funding

• State/local financial stress

• Potential pension 

underfunding
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Trailing Total Returns 

*HFR indexes 

subject to multiple 

revisions: 

Flash-Estimate -

5th business day, 

Mid-Estimate –

15th of Month; 

End-Estimate 1st 

of follow ing month

**Private 

Alternative 

Investments 

subject to 

reporting lag; Data 

is available as of 

most recent 

reported data, 

2Q2021

***All International 

Equity Returns 

dollar-

denominated; net 

basis

As of 9/30/2021. Source: PNC, Standard & Poor's, FTSE Russell, MSCI, Bloomberg Barclays, HFR indexes, Cambridge Associates, NCREIF

Indices are unmanaged, not available for direct investment, and not subject to management fees, transaction costs or other ty pes of expenses that an 
account may incur.

3 Year to 12 3 5 10

Asset Class Market/Style Index Months Date Months Years Years Years

U.S. Equity Russell 3000 -0.1% 15.0% 31.9% 16.0% 16.9% 16.6%

     Large Cap S&P 500 0.6% 15.9% 30.0% 16.0% 16.9% 16.6%

          Value S&P 500 Value -0.8% 15.3% 32.0% 10.7% 11.7% 13.8%

          Growth S&P 500 Growth 1.9% 16.4% 28.9% 20.2% 21.1% 19.0%

     Mid Cap S&P 400 -1.8% 15.5% 43.7% 11.1% 13.0% 14.7%

          Value S&P 400 Value -1.6% 21.0% 55.7% 9.6% 11.5% 14.4%

          Growth S&P 400 Growth -2.0% 10.1% 33.3% 12.0% 14.0% 14.8%

     Small Cap Russell 2000 -4.4% 12.4% 47.7% 10.5% 13.5% 14.6%

          Value Russell 2000 Value -3.0% 22.9% 63.9% 8.6% 11.0% 13.2%

          Growth Russell 2000 Growth -5.7% 2.8% 33.3% 11.7% 15.3% 15.7%

     REITs FTSE NAREIT All-Equity REITs 0.2% 21.6% 31.5% 11.7% 8.4% 12.1%

     Infrastructure S&P Global Infrastructure 1.5% 7.0% 23.0% 6.7% 6.0% 7.8%

International Equity*** MSCI ACWI Ex USA IMI (USD) -2.6% 6.8% 25.2% 8.3% 9.1% 7.7%

     Intl. Large/Mid Cap MSCI World Ex USA -0.7% 9.2% 26.5% 7.9% 8.9% 7.9%

          Value MSCI World Ex USA Value -1.1% 11.1% 32.6% 3.5% 6.2% 5.9%

          Growth MSCI World Ex USA Growth -0.2% 7.0% 20.5% 11.9% 11.2% 9.6%

     Intl. Small Cap MSCI World Ex USA Small Cap 0.7% 10.7% 30.1% 9.5% 10.3% 10.0%

          Value MSCI World Ex USA Small Value 0.1% 12.5% 35.3% 6.5% 8.1% 8.8%

          Growth MSCI World Ex USA Small Growth 1.3% 8.8% 25.1% 12.2% 12.3% 11.1%

     Emerging Market MSCI Emerging Market -8.1% -1.2% 18.2% 8.6% 9.2% 6.1%

Fixed Income

     Municipal Short-Term Barclays Municipal 1-3 Yr 0.0% 0.4% 0.6% 2.1% 1.6% 1.2%

     Municipal Barclays Municipal -0.3% 0.8% 2.6% 5.1% 3.3% 3.9%

     Core Short-Term Barclays U.S. Aggregate 1-3 Yr 0.1% 0.1% 0.3% 2.8% 1.8% 1.5%

     U.S. Core Barclays U.S. Aggregate 0.1% -1.6% -0.9% 5.4% 2.9% 3.0%

     Taxable Intermediate Barclays U.S. Govt/Credit Interm. 0.0% -0.9% -0.4% 4.6% 2.6% 2.5%

     Taxable Long Barclays U.S. Govt/Credit Long 0.1% -4.6% -3.0% 10.1% 5.2% 5.8%

     U.S. High Yield Barclays U.S. Corporate High Yield 0.9% 4.5% 11.3% 6.9% 6.5% 7.4%

     U.S. Leveraged Loans S&P/LSTA U.S. Leveraged Loans 1.0% 3.2% 6.7% 3.9% 4.3% 4.7%

     Intl. Developed Bond Barclays Global Agg. Ex-USA -1.4% -5.4% -0.9% 3.5% 1.4% 1.2%

     Emerging Market Bond Barclays EM Debt USD Aggregate -0.5% -1.1% 3.3% 5.9% 4.1% 5.7%

     Inflation-Linked Bonds Barclays U.S. Treasury TIPS 1.8% 3.5% 5.2% 7.4% 4.3% 3.1%

     Cash Barclays U.S. Treasury Bill 1-3 M 0.0% 0.0% 0.1% 1.1% 1.1% 0.6%

Alternative Assets

     Hedge Funds HFRX Global Hedge Fund* -0.1% 3.6% 8.9% 4.3% 3.8% 2.5%

          Equity Hedge HFRX Equity Hedge* 1.3% 9.2% 17.7% 5.0% 4.9% 3.7%

          Event Driven HFRX Event Driven* -1.0% 2.4% 6.6% 4.6% 3.6% 3.3%

          Macro-CTA HFRX Macro* -1.3% 0.2% 4.4% 2.4% 1.3% 0.4%

          Relative Value HFRX Relative Value* 0.0% 0.8% 4.7% 3.8% 3.8% 1.9%

     Private Equity Cambridge U.S. Private Equity** 3.4% 3.4% 10.5% 15.5% 11.7% 14.8%

     Private Debt Barclays U.S. High Yield (Caa-Rated) 0.8% 8.0% 18.7% 3.1% 6.1% 7.9%

     Private Real Estate NCREIF Property Index** 1.4% 1.4% 6.3% 6.8% 8.6% 9.8%

     Timber NCREIF Timber** 0.1% 0.1% 2.4% 3.3% 4.6% 3.7%

     Commodities Bloomberg Commodity 6.6% 29.1% 42.3% 6.9% 4.5% -2.7%

     Master Limited Partnerships Alerian MLP -5.7% 39.4% 84.6% -4.3% -2.4% 1.2%
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Major Asset Class Returns Quilt
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Performance leadership has changed dramatically throughout the economic slowdown 

and recovery.

Large-Cap

Large-Cap Growth

Large-Cap Value

Mid-Cap

Small-Cap

International Developed

Emerging Markets

Core Bond

High Yield

Municipal Bonds

Hedge Funds

Real Estate

S&P 500®

S&P 500 Growth

S&P 500 Value

S&P 400®

Russell 2000®

MSCI ACWI ex USA

MSCI EM

Bloomberg U.S. Aggregate

Bloomberg U.S. Corporate 

High Yield

Bloomberg Municipal Bond

HFRX Global Hedge Fund

FTSE NAREIT

60% S&P 500 / 40% Bloomberg

U.S. Aggregate

As of 9/30/2021. Source: FactSet®, FactSet® is a registered trademark of FactSet Research Systems, Inc., and its affiliates, and PNC. 

Indices are unmanaged, not available for direct investment, and not subject to management fees, transaction costs or other ty pes of expenses that an 
account may incur.
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U.S. Economic Review

While both traditional and higher-frequency indicators suggest the economic expansion has 

accelerated, the spread of the Delta variant and slower-than-expected labor market recovery 

have slowed recent momentum.
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Quickly Shifting Economic Narrative

▪ U.S. GDP expanded 6.6% (quarter-over-quarter 
annualized) in the second quarter as COVID-19 
vaccination progress allowed much of the economy 
to reopen. With stimulus measures still supporting 
economic growth, many leading indicators were 
accelerating earlier in the quarter. Examples of 
leading indicators we tend to observe include the 
ISM® New Orders Index, core durable goods new 
orders, yield curve spreads and the favorability of 
financial conditions. 

▪ In recent months, the spread of the Delta variant 
moderated the momentum of the ongoing 
economic recovery. We observed a number of 
higher-frequency data points such as TSA airline 
passengers and OpenTable seated diners slow, 
although underlying hiring and consumption trends 
remained positive.

▪ We continue to believe it is no coincidence that 
concerns surrounding elevated inflation are 
appearing at a time when economic growth is also 
accelerating. We believe the probability of 
sustained high inflation remains low as fading base 
effects from last year, expiring fiscal stimulus and 
short-term supply chain disruption do not present 
long-term risks to the economic expansion. In fact, 
both the Atlanta Fed’s sticky and flexible inflation 
measures have started to ease. In spite of this 
indication that inflation is likely not worsening, we 
continue to monitor lingering semiconductor 
shortages and container ship delays.

Post-Shutdown Recovery Has Likely Begun

Economic Indicators

Real GDP* 6.6%

Unemployment Rate 5.2%

Average Hourly Earnings 4.3%

Headline CPI 5.3%

Retail Sales 15.1%

Existing Home Sales 5.9M

Housing Starts 1,615K

Case Shiller 20-City 20.0%

Industrial Production 6.0%

ISM® Manufacturing 61.1

ISM Services 61.9

As of 9/30/2021. Source: Bloomberg L.P., PNC; 
*First quarter final, quarter-over-quarter annualized.

The Path Forward

▪ We believe the shortest contraction in history, followed by a 
recovery that took a long time to show progress, despite the level 
of fiscal and monetary stimulus, was due to an economy still 
dependent on the path of the pandemic.

▪ While we may be in an accelerating expansion part of the 
business cycle, as those stimulus effects fade and eventually roll 
off in the coming months we may see a result similar to the brief 
contraction in 2020 — a short-lived, accelerating expansion. 

Indices are unmanaged, not available for direct investment, and not subject to management fees, transaction costs or other ty pes of expenses that an 
account may incur.



Capital Markets ReviewCapital Markets Review
International Review

Although vaccination rates have picked up, reopening progress has been uneven across 

regions while supply chain disruptions and macro headline risks have added volatility to 

the recovering economic backdrop.
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Developed Markets (DMs)

▪ Eurozone GDP expanded 2.2% on quarterly basis after contracting for two consecutive quarters due to 

COVID persisting. The path to removing COVID-19 restrictions and charting a meaningful recover 

remains challenging.

▪ Despite continued vaccination efforts, COVID-19 cases have continued to accelerate, prompting 
European Union (EU) officials to reinstate travel restrictions for tourists coming from the United States to 

France, Germany and Italy after just two months of reversing its previous ban. For context, tourism 

contributes approximately 10% to EU GDP and creates 26 million jobs, according to the European Travel 

Commission.
▪ Higher Eurozone inflation rates are raising the “transitory versus sustained” inflation debate that we are 

also having in the U.S. In our view, the near-term spike in inflation is driven by the base effects from 

months of economic lockdowns and social restriction policies across Europe, and these effects should 

subsequently fade as the economy fully reopens.
▪ We will monitor the impacts from the recent German and Japanese elections to assess potential 

economic and financial market implications. 

Emerging Markets (EM)

▪ Although a variety of economic data generally came in below consensus estimates, the ongoing 

recovery in emerging markets economies remained relatively strong and the rate of new COVID-19 

cases fell meaningfully.

▪ In our view, recent government actions targeting various companies and industries have increased risks 
in China, potentially skewing the return-risk balance for investors. However, we also believe it is 

important to remember that regulatory risk is commonplace in emerging markets given the often-abrupt 

policymaking decisions and general lack of transparency. In times of heightened macro volatility, we 

believe it is more important than ever to focus on the underlying fundamentals. 
▪ Economic data for both developed internationals and EMs has remained uneven, as indicated by the Citi 

Surprises indexes, but in our view EM economies continue to be positioned for a quicker recovery.

Global Manufacturing Sentiment 

As of 9/30/2021. Source: Bloomberg L.P.

OpenTable Seated Diners 

Indices are unmanaged, not available for direct investment, and not subject to management fees, transaction costs or other ty pes of expenses that an 
account may incur.
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Policy Rates of Major Central Banks 

U.S. Federal Reserve
ECB
BOJ
Swedish Riksbank
Swiss National Bank

Global Monetary and Fiscal Policy

Global central banks have maintained unprecedented levels of monetary and fiscal policy 

support, but the question now turns to how to take the “foot off the gas” as the global 

economy reopens.
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United States

▪ The Fed maintained policy rates at the 0.00-0.25 basis point range, but adjusted its “dot plot” of interest rate 
expectations from one to two policy rate hikes in 2023. Despite Fed Chair Jerome Powell’s comment that 

the dot plot should be taken with a “grain of salt,” we believe the FOMC is observing inflation trends with 

caution and is using forward guidance proactively. To be clear, an abrupt change in the Fed’s outlook may 

tighten financial conditions and security valuations, but that is distinct from a shift in the business cycle, 
which continues to accelerate.

▪ A variety of fiscal stimulus efforts have continued to help “bridge the gap” as the global economic recovery 

continues. Looking ahead, additional unemployment benefits outlined in the $1.9 trillion stimulus package 

are set to expire in September, and the U.S. administration has recently expressed support of this deadline.

Developed International Markets

▪ The European Central Bank (ECB) and Bank of Japan kept rates unchanged, and the ECB pledged to 
ramp up its asset purchases to combat the rapid increase in yields and inflation and to prevent premature 

tightening of financing conditions in the Eurozone.

▪ The €750 billion E.U. recovery fund is likewise expected to provide substantial funding to country and 

regional infrastructure projects. Since many developed international markets had negative interest rates 
heading into the pandemic, targeted fiscal policy remains critical to returning these economies to growth.

Emerging Markets 
▪ On the back of strengthening demand and price pressures, many EM central banks have already started 

raising rates (e.g., Mexico, Brazil and Russia). Given the relatively higher growth and inflation rates of these 

economies, their central banks have more traditional policy tools to use before resorting to nontraditional 

measures such as negative rates.

As of 9/30/2021. Source: Bloomberg L.P.
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Corporate Earnings and Expectations

Record second-quarter earnings growth was driven by low year-over-year base effects 

and the Fed’s monetary policy. Earnings revisions for the remainder of 2021 continue to 

improve, but revisions for 2022 have moderated.

13

Second-Quarter Earnings Season Recap

▪ Second-quarter earnings season marked the third consecutive quarter of positive earnings growth as the 
global economic recovery benefited the vast majority of industries. Positive earnings growth was posted for 

all 11 sectors, with every sector also reporting a positive earnings surprise. Approximately 86% of S&P 500 

constituents reported positive earnings surprises, which marks the highest percentage ever recorded since 

tracking of this metric began in 2008. The average upside surprise was 16.3%.
▪ Similar to earnings, revenue growth was also positive year over year (y/y) for all 11 sectors, and all sectors 

posted better-than-expected revenue growth. While easier y/y comparisons helped magnify the impressive 

beat rate, it is clear that many sectors are experiencing favorable tailwinds from the economy reopening.

Expectations for 2021 Earnings

▪ As the economic expansion continues, net earnings-per-share (EPS) revisions for 2021 remain at their 
strongest level in the past 20 years. Although only 103 companies have provided earnings guidance for the 

third quarter, 54% have issued positive guidance that is above consensus estimates, well above the five-

year average of 37%. Consensus expectations for full-year 2021 have steadily improved since the 

beginning of the year as upside surprises continue to come in well above the 400-500 basis point historical 
average. That being said, the earnings growth rate has clearly peaked in the second quarter.

▪ We continue to monitor the path of revisions, which has stayed positive since August 2020. Our earnings 

outlook remains positive as we monitor revisions against the current earnings valuation backdrop.

Bottom-Up Consensus Revenue and Earnings Growth Estimates (%) for S&P 500 Sectors

Second-Quarter 2021 Third-Quarter 2021* 2021* 2022*

GICS Sector

Positive

Surprise

Revenue

Growth

EPS

Growth

Revenue

Growth

EPS 

Growth 

EPS

Growth 

EPS 

Growth 

S&P 500 16.3 25.3 90.8 14.8 27.3 42.5 9.5

Comm. Services 24.2 30.7 75.8 20.0 22.9 34.2 10.6

Consumer Disc. 21.1 35.5 282.4 12.2 4.5 75.0 33.1

Consumer Staples 10.5 10.7 18.1 6.0 0.2 8.8 6.8

Energy 13.4 114.6 - 52.2 - - 23.7.

Financials 27.4 9.8 176.6 7.3 17.2 55.9 -6.5

Health Care 9.1 18.7 21.1 10.5 15.5 22.4 4.8

Industrials 11.5 27.5 413.7 17.9 62.8 101.1 36.1

Info. Tech. 14.5 22.2 48.6 18.6 28.2 26.6 10.3

Materials 6.2 38.1 135.5 28.4 90.4 83.5 -2.0

Real Estate 7.8 19.9 32.5 12.7 14.7 14.6 5.7

Utilities 14.0 10.8 14.1 4.8 -0.3 2.4 5.7

Source: FactSet® *Estimate
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U.S. Equity Markets

Domestic equities collectively charted a path higher in the third quarter as financial 

conditions remained accommodative, though pockets of additional volatility under the 

hood emerged toward the end of September. 
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Summary

▪ The S&P 1500 posted a 0.4% gain during the third 
quarter as earlier gains in July and August gave way to 

market volatility in September as rising political 

uncertainty and increasing longer-term interest rates 

pressured the higher growth and higher valued 
companies.

▪ We expect U.S. equity markets will be volatile when 

the Fed announces the timing and pace of withdrawing 

its monetary support. However, even with tapering QE, 
we believe large-cap and growth companies will be 

positioned to sustain their growth trajectory, which in 

turn should support their valuations. Small- and mid-

cap value stocks, in our view, offer little margin of 
safety given their valuation metrics are near their 

respective 10-year averages. As such, we continue to 

believe this backdrop underscores our tactical 

allocations weighted towards large-cap and growth.

Valuations
▪ With better-than-expected earnings results and an 

improving economic backdrop, the S&P 500 saw NTM

EPS consensus estimates improve to $214, the 

highest level on record. Although, the S&P 500 NTM
P/E ratio declined one multiple point to 20.4x over the 

quarter as headline risks pulled the index back in 

September.

▪ Valuations remain at the top end of the range (20-year 
average of 15.5x) as accommodative monetary policy 

from the Fed and positive reopening momentum were 

tailwinds to valuations. Despite elevated volatility and 

the first 5% pullback in well over a year, equities 
remain less overvalued compared to other asset 

classes such as fixed income and continue to generate 

more attractive yields.

Strategy View

▪ Heading into a traditionally volatile fourth quarter, we 
would not be surprised to see elevated volatility remain 

for domestic equities. That being said, we believe that 

historically low interest rates and the strong economic 

and fundamental backdrop will keep the positive 
momentum going. 

Tactical Allocation to Large Cap Growth

Domestic Equity Total Returns 

S&P 500 Sectors 3 Month 1 Year

Comm. Services 1.6% 38.4%

Cons. Discretionary 0.0% 19.1%

Cons. Staples -0.3% 11.3%

Energy -1.7% 83.0%

Financials 2.7% 59.1%

Health Care 1.4% 22.6%

Industrial -4.2% 29.0%

Info. Tech. 1.3% 28.9%

Materials -3.5% 26.5%

Real Estate 0.9% 30.5%

Utilities 1.8% 11.0%

3 Month 1 Year

S&P 1500 0.4% 31.4%

S&P 500 0.6% 30.0%

Value -0.8% 32.0%

Growth 1.9% 28.9%

S&P 400 -1.8% 43.7%

Value -1.6% 55.7%

Growth -2.0% 33.3%

Russell 2000 -4.4% 47.7%

Value -3.0% 63.9%

Growth -5.7% 33.3%

As of 9/30/2021. Source: FactSet®

As of 9/30/21. Source: FactSet®

Indices are unmanaged, not available for direct investment, and not subject to management fees, transaction costs or other ty pes of expenses that an 
account may incur.
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International Equity Markets

International equity markets rallied throughout most of the quarter, but a divergence 

between developed and emerging markets in the final weeks reflects fresh concerns 

about the COVID-19 backdrop.

15

Developed Markets 

▪ Most major developed international (DI) equity indices 
posted negative returns for the first time in six 

quarters. A number of macro issues plagued DI, 

including supply chain disruptions, major elections, 

national gas shortages in Europe and lingering 
COVID-19 concerns, contributing to its relative 

underperformance relative to U.S. equities.

▪ After rapid multiple expansion in 2020, the MSCI 

World ex USA Index NTM P/E has contracted more 
than two full multiple points to 15.2x. While DI stocks 

are trading at a 5.2 point valuation discount to U.S. 

equities (15.2x vs. 20.4x), we continue to believe the 

fundamental backdrop in DI has yet to meaningfully 
improve, and believe that this valuation gap reflects a 

myriad of near- and long-term challenges to these 

markets rather than a “discount.”

▪ Second-quarter earnings season was better than 
expected, with a blended growth rate of 178%, 

compared to a projected 153% at the start of the 

quarter. From an earnings perspective, MSCI World ex 

USA Index became relatively more attractive versus 
the S&P 500 given its stronger 2021 and 2022 EPS 

growth expectations. However, with more than 60% of 

earnings growth is derived from automobiles, banks, 

oil, gas and consumable fuels. As such, much of this 
growth hinges on the performance of these industries. 

Emerging Markets (EM)

▪ The MSCI EM Index lagged DI significantly over the 

quarter as intensified Chinese regulatory risks and 
concerns around the highly indebted Evergrande 

roiled markets. However, avoiding China to eliminate 

Chinese regulatory risks would alter the fundamental 

outlook for EM to such a degree that it would erode 
our investment thesis for the asset class. Therefore, 

we continue to monitor the situation in China while 

maintaining our high-conviction, long-term view of EM.

▪ EM boasts strong earnings growth potential. The MSCI 
EM’s blended earnings growth rate for the second 

quarter was 98.5% on a y/y basis with 2021 earnings 

growth estimates at 50% versus 48% for DI. The 2022 

earnings forecast has begun to moderate, both DI and 
EM are at approximately 6%.

Valuation Differential Remains Wide 

As of 9/30/2021. Source: FactSet®

International Equity Total Returns

As of 9/30/2021. Source: MSCI; Returns reported in USD terms, on a 
net basis

3 Month 1 Year

MSCI ACWI -1.1% 27.4%

MSCI ACWI ex USA IMI -2.6% 25.2%

MSCI EAFE -0.4% 25.7%

MSCI World Ex USA -0.7% 26.5%

Value -1.1% 32.6%

Growth -0.2% 20.5%

MSCI World Ex USA Small Cap 0.7% 30.1%

Value 0.1% 35.3%

Growth 1.3% 25.1%

MSCI Emerging Market -8.1% 18.2%

Value -5.1% 28.4%

Growth -10.9% 9.3%

EM Latin America -13.3% 27.3%

EM EMEA 4.2% 40.6%

EM Asia -9.6% 13.9%

Indices are unmanaged, not available for direct investment, and not subject to management fees, transaction costs or other ty pes of expenses that an 
account may incur.
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Taxable Fixed Income Markets
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Taxable Fixed Income Performance
▪ Third-quarter fixed income returns were little changed as 

long-dated U.S. Treasury yields broke above meaningful 
technical levels of resistance. Against this backdrop, 
investment grade credit spreads widened by 4 bps and 
high yield spreads widened by 21 bps, remaining near 
all-time lows. The yield to worst on the Bloomberg 
Corporate High Yield Index rose slightly from all-time 
lows, now 4.0% versus the 30-year average of 8.6%. 
However, from a valuation perspective, spreads remain 
approximately 51 bps above their all-time low. This 
suggests that while credit is already expensive 
historically, yields can keep moving lower. 

▪ As the dollar collateral shortage continues in short-term 
funding markets, the Fed expanded its reverse 
repurchase (repo) agreement facility, as volume has 
spiked to well over $1 trillion daily. We continue to 
believe the use of repo transactions is a technical issue 
due to the lack of collateral options, rather than a sign of 
systemic risk in the “plumbing” of the financial system.

▪ Within fixed income, we continue to believe the near-
zero duration and frequently adjusting coupon rates of 
leveraged loans, the short duration and exposure to 
economic growth of high yield and the added benefit of 
income for EM debt make these attractive opportunities 
should interest rates move higher again in response to 
improving economic expectations.

International Taxable Fixed Income Markets
▪ International fixed income markets also posted neutral 

returns on the quarter as long-dated government yields 
started and finished in nearly the same spot. Additionally, 
the total volume of global negative yielding debt fell to 
$13.4 trillion (T), above the five-year average of $10.8T, 
but well below the peak of $18.4T in December 2020.

▪ EM debt’s high positive nominal yield gives central banks 
more policy levers to pull. We believe the relatively 
attractive valuations and more favorable economic 
fundamentals of EMs should help improve risk-adjusted 
returns in a diversified fixed income portfolio. Until the 
final two weeks of the quarter, EM debt had actually 
posted a total return of 1.4% for the quarter.

▪ .

Fixed income investments were positive during the quarter alongside a decline in longer-

dated U.S. Treasury yields and the Fed’s shift in tone about considering a near-term 

reduction in bond purchases.

Global Aggregate Negative Yielding Debt 

As of 9/30/2021. Source: Bloomberg L.P.

As of 9/30/2021. Source: FactSet®

Fixed Income Total Returns

3 Month 1 Year

Bloomberg U.S. Aggregate 0.1% -0.9%

Short 0.1% 0.3%

U.S. Treasury 0.1% -3.3%

U.S. TIPS 1.8% 5.2%

U.S. Credit 0.0% 1.4%

Securitized 0.1% -0.3%

Bloomberg U.S. Govt./Credit 0.0% -1.1%

Intermediate 0.0% -0.4%

Long 0.1% -3.0%

U.S. Corporate Invest. Grade 0.0% 1.7%

Industrials -0.1% 1.9%

Financial Institutions 0.1% 1.8%

Utilities 0.2% 0.2%

AAA-Rated -0.3% -1.9%

AA-Rated -0.1% -0.3%

A-Rated -0.1% 0.1%

BAA-Rated 0.1% 3.5%

U.S. Corporate High Yield 0.9% 11.3%

Ba-Rated 1.1% 9.7%

B-Rated 0.6% 10.0%

CAA-Rated 0.8% 18.7%

Bloomberg EM Debt USD Agg. -0.5% 3.3%

Indices are unmanaged, not available for direct investment, and not subject to management fees, transaction costs or other ty pes of expenses that an 
account may incur.
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Other Asset Classes

In a growth- and yield-seeking world, other asset classes continue to provide value by 

typically offering diversification and alternative sources of yield.

17

Real Estate Investment Trusts (REITs)

▪ Public REITs have strongly outperformed public 
equity markets over the past year, but took a 

breather during the third quarter and performed 

roughly in line with the broader market. A lower-

for-even-longer interest rate environment, 
strong housing market and additional demand 

in the residential, industrial and self-storage 

sectors offset mild losses other sectors such as 

healthcare and lodging/resorts. From an asset 
allocation standpoint, REITs continue to offer an 

attractive dividend yield, a relatively low 

correlation to the rest of the equity market, and 

exposure to the ongoing accelerating economic 
expansion.

Global Infrastructure

▪ Global infrastructure excluding energy 

underperformed broader markets for yet 

another quarter, underscoring our 
recommendation to exit tactical allocations to 

global infrastructure due to our favorable 

fundamental view of the business cycle and 

more attractive opportunities in other asset 
classes.

Hedge Funds

▪ Although hedge fund strategies in aggregate 

performed roughly in line with broader markets, 

they have exhibited notably less volatile returns. 
As many of the pandemic’s impacts continue to 

normalize and intra-stock correlations fall, we 

believe the spotlight will shift further toward an 

asset’s fundamental backdrop versus the 
broader macro backdrop, and that a greater 

degree of price discovery may be emerging.

Real Asset Total Returns

3 Month 1 Year

All Equity REITs 12.0% 32.8%

All Equity Infrastructure 14.1% 11.2%

All Timber -0.3% 53.2%

Equity REITs 12.0% 38.0%

Data Centers 14.1% 13.1%

Div ersified 9.6% 34.1%

Health Care 6.3% 36.9%

Industrial 12.0% 30.6%

Lodging/Resorts -0.6% 74.5%

Of f ice 9.5% 24.4%

Residential 14.1% 38.4%

Retail 12.5% 57.2%

Self  Storage 23.6% 70.2%

S&P Global Infrastructure 2.3% 23.2%

As of 9/30/2021. Source: FactSet®

Indices are unmanaged, not available for direct investment, and not subject to management fees, transaction costs or other ty pes of expenses that an 
account may incur.
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Foreign Exchange Rates

The U.S. dollar ended the quarter at its highest level in a year amid a confluence of global 

macro events including the surprise resignation of Prime Minister Abe in Japan, and 

fiscal policy debate in the United States.

18

As of 9/30/2021. Source: FactSet®.

Foreign Exchange Rates % Change in USD Perspective

9/30/20 12/31/20 9/30/21 3 Month 1-Year
Trade-W eighted USD 

Broad Nominal 116.72 112.15 113.75 1.4% -2.5%

Major Currency Nominal 106.57 103.35 105.35 1.9% -1.1%

OITP Nominal 128.74 122.94 124.08 0.9% -3.6%
Currency Pairs Country

USD / EUR Eurozone 1.17 1.22 1.16 5.2% 0.9%
USD / GBP United Kingdom 1.29 1.37 1.35 1.5% -4.4%

JPY / USD Japan 105.53 103.25 111.58 8.1% 5.7%

USD / AUD Australia 0.72 0.77 0.72 6.9% 0.0%

CAD / USD Canada 1.34 1.27 1.27 0.0% -5.2%

MXN / USD Mexico 22.08 19.93 20.54 3.1% -7.0%

CNY / USD China 6.81 6.54 6.46 -1.2% -5.1%

INR / USD India 73.78 73.07 74.23 1.6% 0.6%

BRL / USD Brazil 5.64 5.19 5.45 5.0% -3.4%

RUB / USD Russia 77.60 73.96 72.79 -1.6% -6.2%
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Precious Metals 3.5% -0.5%

Gold -2.7% -8.1%

Silver -1.0% -8.2%

Agriculture -16.0% -7.2%

Wheat -1.1% 40.4%

Corn 4.9% 19.3%

Soybeans -11.0% 54.7%

Cotton -10.2% 31.3%

Livestock 24.6% 50.3%

Cattle -2.3% 7.1%

Hogs -6.3% -7.2%

Commodities

Energy prices moved higher over the quarter and ongoing supply-demand imbalances 

continue to cause volatility across commodity markets.
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Commodity Index

▪ The Bloomberg Commodity Index rose 6.6% 
over the quarter as energy prices moved notably 
higher. Despite WTI oil prices reaching $75 per 
barrel, the highest level since 2018, the futures 
curve is steeper, indicating the ongoing 
supply/demand mismatch.

▪ Shortages in Europe and Asia have lifted natural 
gas prices by nearly 60%, raising concern 
prices could rise even more as winter 
approaches. Should stockpiles take long to 
rapidly rebuild, energy prices in Europe could 
remain elevated for a number of months.

Crude Oil Market

▪ After climbing nearly 50% in the first six months of 
the year, oil prices were fairly choppy in the third 
quarter. This may be partly due to the impact on 
demand from COVID-19 variants, offset by supply 
struggling to return to pre-pandemic targets in 
certain OPEC+ countries.

▪ According to Bloomberg data, OPEC+ countries 
such as Angola and Nigeria are producing below 
agreed-upon levels due to a number of rigs 
remaining offline for ongoing repairs. We think oil 
prices lack a catalyst to move higher as OPEC+ 
has stayed unified in its monthly agreements for 
much longer than consensus expected. We remain 
cautious on oil markets longer term due to the lack 
of longevity surrounding most OPEC+ agreements; 
in addition, Iran has been slowly returning to oil 
production. 

Precious Metals

▪ In a year of rising inflation, precious metals are 
struggling to keep pace due to headwinds from 
rising fuel and transportation costs as well as a 
strengthening U.S. dollar.

▪ We tend to avoid pure plays on commodity prices 
as part of our strategic asset allocation 
framework given they do not generate cash flows 
or provide adequate risk premiums.

Supply and Demand Dynamics Pressure Oil Prices 

As of 9/30/2021. Source: Bloomberg L.P.

Commodity Spot Rate Total Returns 

3 Month 1 Year

Bloomberg Commodity Index 6.6% 42.3%
GS Commodity Index 5.2% 58.3%

Energy 9.7% 90.3%
Crude Oil 3.7% 86.7%
Natural Gas 59.6% 79.6%
Heating Oil 9.7% 99.0%
Gasoline 8.6% 96.9%

Industrial Metals 1.6% 38.3%
Aluminum 12.7% 58.0%
Copper -4.9% 33.4%
Lead -7.2% 12.9%
Nickel -1.5% 22.7%
Zinc -0.1% 21.2%

As of 9/30/21. Source: Bloomberg L.P., FactSet®

Indices are unmanaged, not available for direct investment, and not subject to management fees, transaction costs or other ty pes of expenses that an 
account may incur.
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Disclosure
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These materials are furnished for the use of PNC and its clients and do not constitute the provision of investment, legal, or tax 
advice to any person. They are not prepared w ith respect to the specif ic investment objectives, f inancial situation, or particular 
needs of any person. Use of these materials is dependent upon the judgment and analysis applied by duly authorized investment
personnel w ho consider a client’s individual account circumstances. Persons reading these materials should consult w ith their
PNC account representative regarding the appropriateness of investing in any securities or adopting any investment strategies
discussed or recommended herein and should understand that statements regarding future prospects may not be realized. The 
information contained herein w as obtained from sources deemed reliable. Such information is not guaranteed as to its accuracy, 

timeliness, or completeness by PNC. The information contained and the opinions expressed herein are subject to change w ithout
notice. Past performance is no guarantee of future results. Neither the information presented nor any opinion expressed herein 
constitutes an offer to buy or sell, nor a recommendation to buy or sell, any security or f inancial instrument. Accounts managed
by PNC and its aff iliates may take positions from time to time in securities recommended and follow ed by PNC aff iliates. 
Securities are not bank deposits, nor are they backed or guaranteed by PNC or any of its aff iliates, and are not issued by, 
insured by, guaranteed by, or obligations of the FDIC or the Federal Reserve Board. Securities involve investment risks, 

including possible loss of principal.

Indices or Benchmarks. Indices are unmanaged, are not available for direct investment, and are not subject to management fees, 
transaction costs or other types of expenses that an account may incur. Indices performance results do not represent, and are
not necessarily indicative of, the results that may be achieved in accounts investing in the corresponding investment strategy; 

actual account returns may vary signif icantly. For definitions of Indices/Benchmarks used herein, please refer to 
w ww.pnc.com/indexdefinitions.

The PNC Financial Services Group, Inc. (“PNC”) uses the marketing name PNC Institutional Asset Management® for the various 

discretionary and non-discretionary institutional investment, trustee, custody, consulting, and related services provided by PNC
Bank, National Association (“PNC Bank”), w hich is a Member FDIC, and investment management activities conducted by PNC 
Capital Advisors, LLC, an SEC-registered investment adviser and w holly-ow ned subsidiary of PNC Bank. PNC does not provide 
legal, tax, or accounting advice unless, w ith respect to tax advice, PNC Bank has entered into a w ritten tax services agreement.
PNC Bank is not registered as a municipal advisor under the Dodd-Frank Wall Street Reform and Consumer Protection Act.

“PNC Institutional Asset Management” is a registered mark of The PNC Financial Services Group, Inc.

Investments: Not FDIC Insured. No Bank Guarantee. May Lose Value.

©2021 The PNC Financial Services Group, Inc. All rights reserved.

http://www.pnc.com/indexdefinitions
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Asset Allocation
As of December 31, 2021

Total Equity,
69.4%

Total Fixed Income, 
23.0%

Total Alternatives, 
4.7%

Cash & Equivalents, 
2.9%

Description Market Value ($) Portfolio Allocation Policy Target Policy Range

Total Equity 22,341,062 69.4% 65% 55-75%

Large Cap Equity 12,421,819 38.6% 39%

Mid Cap Equity 2,527,156 7.9% 6.5%

Small Cap Equity 2,229,458 6.9% 6.5%

Global Infrastructure 497,096 1.5% 

International 4,296,852 13.4% 13%

REITs 368,680 1.2% 

Total Fixed Income 7,391,164  23.0% 25% 15-35%

Total Alternatives 1,514,651  4.7% 10% 0-20%

Cash & Equivalents 942,258  2.9% 0-20%

Total Portfolio 32,189,135   100.0%    0.0%
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Description Market Value ($)
Equity 

Allocation
Portfolio 

Allocation

Large Cap Core 5,743,437  25.7%   17.8%   

Large Cap Growth 3,582,412  16.0%   11.1%   

Large Cap Value 3,095,971  13.9%   9.6%   

Mid Cap Core 2,527,156  11.3%   7.9%   

Small Cap Core 2,229,458  10.0%   6.9%   

Global Equities 497,096  2.2%   1.5%   

Total International 4,296,852  19.2%   13.4%   

Other Equity 368,680  1.7%   1.2%   

Total Equity 22,341,062  100.0%  69.4%  

Large Cap Core,
25.7%

Large Cap Growth, 
16.0%

Large Cap Value, 
13.9%

Mid Cap Core,
11.3%

Small Cap Core, 
10.0%

Global Infrastructure, 
2.2%

Total International, 
19.2% REITs, 

1.7%

Equity Asset Allocation
As of December 31, 2021
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Fixed Income Asset Allocation
Cleveland Public Library  
As of December 31, 2021

Intermediate,
35.8%

Core / Core Plus, 
25.5%

Strategic Bond,
19.8%

Short Bond, 
10.7%

Floating Rate Bank Loan, 
8.2%

Description Style Market Value ($)
Fixed Income 

Allocation
Portfolio 

Allocation

PNC Capital Advisors Int Govt/Credit SMA Intermediate 2,644,685 35.8% 8.2%

Dodge & Cox Income Fund Core / Core Plus 1,884,800 25.5% 5.9%

Metropolitan West Unconstrained Bond Fund Strategic Bond 1,464,754 19.8% 4.6%

T. Rowe Price Short-Term Bond Fund Short Bond 793,922 10.7% 2.5%

T. Rowe Price Institutional Floating Rate Fund Floating Rate Bank Loan 603,004 8.2% 1.9%

Total Fixed Income 7,391,164  100.0% 23.0%
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Portfolio Holdings
As of December 31, 2021 

Description Ticker Units Market Value ($) % of Market Value

Large Cap Core 

iShares Core S&P 500 ETF IVV 12,041 5,743,437 17.8% 

Large Cap Growth 

Edgewood Management  SMA - N/A 3,582,412 11.1% 

Large Cap Value 

Aristotle Capital Management SMA - N/A 3,095,971 9.6% 

Mid Cap Core 

iShares Russell Mid-Cap ETF IWR 30,444 2,527,156 7.9% 

Small Cap Core 

GW&K Investment Management SMA - N/A 1,242,021 3.9% 

Vanguard Small Cap ETF VB 4,369 987,438 3.1% 

Global Infrastructure 

Lazard Global Listed Infrastructure Fund GLIFX 30,127 497,096 1.5% 

Total International 

Federated International Equity Fund PEIRX 84,340 2,439,944 7.6% 

Seafarer Overseas Growth & Income Fund SIGIX 94,699 1,252,870 3.9% 

Vanguard FTSE All World Ex-US Index Fund ETF VEU 9,857 604,037 1.9% 

REITs

Vanguard Real Estate ETF VNQ 3,178 368,680 1.1% 

Total Equity 22,341,062 69.4%
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Portfolio Holdings (Continued)
As of December 31, 2021 

Description Ticker Units Market Value ($) % of Market Value

Fixed Income 

Dodge & Cox Income Fund DODIX 134,054 1,884,800 5.9%

Metropolitan West Unconstrained Bond Fund MWCIX 125,193 1,464,754 4.6%

PNC Capital Advisors Int Govt/Credit Bond Fund - N/A 2,644,685 8.2%

T. Rowe Price Institutional Floating Rate Fund RPIFX 61,847 603,004 1.9%

T. Rowe Price Short-Term Bond Fund TBSIX 165,746 793,922 2.5%

Total Fixed Income 7,391,164 23.0%

Alternatives

Goldman Sachs Absolute Return Tracker Fund GARUX 154,872 1,514,651 4.7%

Total Alternatives 1,514,651 4.7%

Cash & Equivalents

Cash & Equivalents - 942,258 942,258 2.9%

Total Cash & Equivalents 942,258 2.9%

Total Portfolio 32,189,135 100.0%
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0.00%

2.00%

4.00%

6.00%

8.00%

10.00%

12.00%

14.00%

16.00%

18.00%

QTD 1 Year 3 Year 5 Year 10 Year

Total Portfolio (Gross) Total Portfolio (Net) Policy Benchmark

Total Portfolio Performance
As of December 31, 2021

Description QTD 1 Year 3 Year 5 Year 10 Year 

Total Portfolio (Gross) 3.91% 14.01%  16.08% 10.97%  10.08% 

Total Portfolio (Net) 3.77% 13.41%  15.52% 10.50%  9.70% 

MCSI ACWI Net/Barclays US Aggregate (60/40) 3.73% 8.78%  13.72% 10.11%  7.91% 

Allocation Benchmark 4.82% 13.42%  15.57% 10.90%  10.23% 

Total Equity 5.72% 20.83%  22.95% 15.38%  14.20% 

MSCI ACWI Net 6.68% 18.54%  20.38% 14.40%  11.85% 

Russell 3000 9.28% 25.66%  25.79% 17.97%  16.30% 

Total Fixed Income -0.41% -0.42%  3.87% 2.94%  2.32% 

Bloomberg Barclays US Aggregate (1-3Y) -0.56% -0.49%  2.19% 1.81%  1.38% 

Bloomberg Barclays US Aggregate 0.01% -1.54%  4.79% 3.57%  2.90% 

*See Appendix – Policy  Benchmark Composition for description of benchmarks.

Total Portf olio (Gross) shows performance gross of advisory fees and separately managed account (SMA) f ees. Total Portf olio (Net) shows 
perf ormance net of advisory fees, transaction costs, and all manager fees. Perf ormance reflects reinvestment of dividends, interest and capital gain 

distributions and rebalancing. Indices are unmanaged, are not available for direct investment, and are not subject to management fees, transaction 

costs or other types of expenses that an account may incur. Past performance is not guarantee of future results. 
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Description QTD 1 Year 3 Year 5 Year 
Inception 

Date 

Large Cap Core 11.08% 28.75% 25.69% 18.15%

iShares Core S&P 500 ETF 11.08% 28.75%  25.96% 18.34% 11/2016

S&P 500 TR 11.03% 28.71%  26.07% 18.47%

Large Cap Growth 2.62% 25.07% - -

Edgewood Management SMA 2.62% 25.07%  - - 9/2019

Russell 1000 Growth 11.64% 27.60%  - -

Large Cap Value 7.74% 24.96% - -

Aristotle Capital Management SMA 7.74% 24.96%  - - 9/2019

Russell 1000 Value 7.77% 25.16%  - -

Mid Cap Core 6.46% 22.38% 23.02% 14.90%

iShares Russell Mid-Cap ETF 6.46% 22.38%  23.02% 14.90% 1/2013

Russell Midcap 6.44% 22.58%  23.29% 15.10%

Small Cap Core 4.09% 20.10% 22.77% 12.47%

Vanguard Small Cap ETF 3.85% 17.44%  21.24% - 6/2017

Russell 2000 2.14% 14.82%  20.02% -

GW&K Investment Management SMA 4.28% 22.34%  - - 9/2019

Russell 2000 2.14% 14.82%  - -

Total International -0.30% 4.86% 15.37% 11.58%

Federated International Equity Fund -0.12% 8.07%  17.29% 13.47% 8/1997

MSCI ACWI Ex US Net 1.82% 7.82%  13.18% 9.61%

Vanguard FTSE All World Ex-US Index Fund ETF 1.92% 7.92%  13.43% - 7/2017

MSCI ACWI Ex US Net 1.82% 7.82%  13.18% -

Seafarer Overseas Growth & Income Fund -1.70% -2.33%  13.71% 8.72% 12/2016

MSCI Emerging Market Net -1.31% -2.54%  10.94% 9.87%

REITs 15.02% 40.80% 18.07% 9.21%

Vanguard Real Estate ETF 15.02% 40.80%  - - 9/2019

MSCI REIT BLEND 14.66% 39.35%  - -

Manager Performance
As of December 31, 2021

Perf ormance is shown gross of advisory fees and separately managed account (SMA) f ees. The ef fect of advisory fees on the portfolio could be 

material. If these fees were ref lected, returns would be lower. Indices are unmanaged, are not available f or direct investment, and are not subject to 

management f ees, transaction costs or other types of expenses that an account may incur. Past performance is not guarantee of future results.
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Manager Performance (Continued)
Cleveland Public Library  

As of December 31, 2021

Description QTD 1 Year 3 Year 5 Year 
Inception 

Date

Global Infrastructure 9.85% 19.87% - -

Lazard Global Listed Infrastructure Fund 9.85% 19.87%  - - 6/2019

S&P Global Infrastructure (Net) Index 4.42% 11.04%  - -

Fixed Income -0.41% -0.42% 3.87% 2.94%

T. Rowe Price Institutional Floating Rate Fund 0.80% 4.57%  5.13% - 7/2017

S&P/LSTA US Leveraged Loan 0.75% 5.20%  5.63% -

Dodge & Cox Income Fund -0.43% -0.91%  5.97% - 3/2018

Bloomberg Barclays US Aggregate 0.01% -1.54%  4.79% -

T. Rowe Price Short-Term Bond -0.52% -0.13%  - - 1/2021

Bloomberg Barclays US Aggregate 1-3 Years -0.56% -0.49% - -

Metropolitan West Unconstrained Bond Fund -0.46% 1.04%  4.05% - 7/2017

Bloomberg Barclays US Universal -0.03% -1.10%  5.15% -

PNC Capital Advisors Int Govt/Credit SMA -0.61% -1.52%  3.91% 2.99% 12/1990

Bloomberg Barclays Int Govt/Cr -0.57% -1.44%  3.86% 2.91%

Total Alternatives 2.10% 6.48% 3.34% 2.83%

Goldman Sachs Absolute Return Tracker Fund 2.10% 6.48%  6.95% - 10/2018

HFRX Global Hedge 0.07% 3.65%  6.34% -

Total Cash & Equivalents 0.01% 0.02% 0.81% 0.94%

Cash & Equivalents 0.01% 0.02%  0.81% 0.94%

FTSE 90 T-Bill 0.01% 0.05%  0.96% 1.11%

Perf ormance is shown gross of advisory fees and separately managed account (SMA) f ees. The ef fect of advisory fees on the portfolio could be 

material. If these fees were ref lected, returns would be lower. Indices are unmanaged, are not available f or direct investment, and are not subject to 

management f ees, transaction costs or other types of expenses that an account may incur. Past performance is not guarantee of future results.
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As of December 31, 2021 

2017 2018 2019 2020 12/31/2021 

Description 2017 2018 2019 2020 12/31/2021 

Beginning Market Value $21,837,950 $24,881,716 $22,475,795 $25,776,727 $28,962,073 

Net Contributions/Withdrawals ($314,417) ($758,467) ($1,010,907) ($455,769) ($732,175) 

Income Received $458,423 $469,373 $533,467 $467,176 $447,952 

Gain/Loss $2,899,760 ($2,116,828) $3,778,372 $3,173,938 $3,511,284 

Ending Market Value $24,881,716 $22,475,795 $25,776,727 $28,962,073 $32,189,135 

Total Portfolio (Gross) shows performance gross of advisory fees and separately managed account (SMA) fees. Performance reflects reinvestment of dividends, 
interest and capital gain distributions and rebalancing. Indices are unmanaged, are not available for direct investment, and are not subject to management fees, 
transaction costs or other types of expenses that an account may incur. Past performance is not guarantee of future results.

*See Appendix - Policy Benchmark Composition, for description of Benchmarks.
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Risk Return Analysis (1 Year)
As of December 31, 2021

*See Appendix - Policy Benchmark Composition, for description of Benchmarks.
Reference Appendix for glossary.

R
e

tu
rn

Standard Deviation

Description Total Portfolio Policy Benchmark *

Return 14.01 8.78

Standard Deviation 7.19 6.32

Beta 1.08 -

Alpha 4.19 -

Sharpe Ratio 1.94 1.38

Total Portfolio (Gross) shows performance gross of advisory fees and separately managed account (SMA) fees. Performance reflects reinvestment of dividends, 
interest and capital gain distributions and rebalancing. Indices are unmanaged, are not available for direct investment, and are not subject to management fees, 
transaction costs or other types of expenses that an account may incur. Past performance is not guarantee of future results.
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Benchmark Composition
Cleveland Public Library    

Total Portfolio
Policy Benchmark 

January 1991  %

MSCI ACWI Net  60.00  
Bloomberg Barclays Global Aggregate  40.00  

Secondary Benchmark 

December 2021  %

S&P 500 TR  17.54 
Russell 2000  6.89 
Russell 1000 Value  9.48 
Russell 1000 Growth  11.23 
Russell Midcap  7.75 
Bloomberg Barclays US Aggregate 1-3 Years  2.53 
MSCI Emerging Market Net  3.91 
S&P Global Infrastructure (Net) Index  1.49 
S&P/LSTA US Leveraged Loan  1.90 
Bloomberg Barclays Int Govt/Cr  8.47 
FTSE 90 T-Bill  2.93 
Bloomberg Barclays US Aggregate  6.00 
HFRX Global Hedge  4.73 
Bloomberg Barclays US Universal  4.65 
MSCI ACWI Ex US Net  9.42 
MSCI REIT BLEND  1.08 

Indices are unmanaged, are not available for direct investment, and are not subject to management fees, transaction costs or other types of expenses that an 
account may incur. Indices performance results do not represent, and are not necessarily indicative of, the results that may be achieved in acco unts investing in 
the corresponding investment strategy; actual account returns may vary significantly.

For definitions of Indices/Benchmarks used in this presentation, please refer to www.pnc.com/indexdefinitions.

https://nam03.safelinks.protection.outlook.com/?url=www.pnc.com/indexdefinitions&data=01|01|elibby@seismic.com|f86efdedc0244bb54cfe08d74693258c|3566798d3d314a2fa3df3a4fe9c9fd40|1&sdata=U7NYI1x1SV2FixMA1PpQNs6OpMp9HhPWUGFqLLCtqYE%3D&reserved=0
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Benchmark Composition
Cleveland Public Library    

Indices are unmanaged, are not available for direct investment, and are not subject to management fees, transaction costs or other types of expenses that an 
account may incur. Indices performance results do not represent, and are not necessarily indicative of, the results that may be achieved in acco unts investing in 
the corresponding investment strategy; actual account returns may vary significantly.

For definitions of Indices/Benchmarks used in this presentation, please refer to www.pnc.com/indexdefinitions.

Equity:

MSCI ACWI Net - December 2021 %

MSCI ACWI Net 100.00 

Russell 3000 - December 2021 %

Russell 3000 100.00 

Fixed Income:

Bloomberg Barclays US Aggregate - December 2021 %

Bloomberg Barclays US Aggregate 100.00 

Bloomberg Barclays US Aggregate 1-3 Years - December 2021 %

Bloomberg Barclays US Aggregate 1-3 Years 100.00 

https://nam03.safelinks.protection.outlook.com/?url=www.pnc.com/indexdefinitions&data=01|01|elibby@seismic.com|f86efdedc0244bb54cfe08d74693258c|3566798d3d314a2fa3df3a4fe9c9fd40|1&sdata=U7NYI1x1SV2FixMA1PpQNs6OpMp9HhPWUGFqLLCtqYE%3D&reserved=0
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Glossary – Risk Statistics

Standard Deviation: Standard deviation indicates the 

historic volatility of an investment by measuring the 
spread of its returns around its average. The standard 
deviation is the square root of the variance, which is 
the weighted average squared deviation from the 
expected return

Beta: The average performance volatility relative to a 
market representative benchmark. This statistic 
captures the sensitivity of a stock's return compared 

to that of the market. A beta greater than 1.00 means 
that the fund is has greater systematic risk than the 
benchmark against which it is being compared. A beta 
less than 1.00 means that the fund has less systematic 

risk.

Alpha: The excess return of the selected model an 
investment relative to the return of the selected 
benchmark.

R-Squared: The portion of a fund's volatility that can 
be attributed to market volatility. For example, a 
portfolio or segment that has an R-squared of 1 

behaves exactly like the market benchmark to which it 
is being compared. A portfolio or segment with an R-
squared of 0.75 has three-fourths of its performance 
variation correlated with overall market movement 

and one-fourth of its variation unrelated to market 
movements.

Sharpe Ratio: Measures the performance of an 
investment relative to risk by dividing its return in 

excess of model benchmark 2's rate of return by the 
sector's standard deviation. The higher the Sharpe 
Ratio, the better the return relative to risk.

Treynor Ratio: Measures the performance relative to 
risk by dividing the return of the selected model sector 
in excess of the risk free rate, by the sector’s 
Beta. The higher the Treynor Ratio, the better the 

return relative to risk.

Tracking Error: Measures how closely a portfolio’s 
returns track those of a benchmark. Represents the 
standard deviation, or variability, of a portfolio’s 

excess returns relative to the benchmark.

Information Ratio: The information ratio compares the 

average excess return of the portfolio over its associated 
benchmark divided by the tracking error.

Downside Deviation: The deviation of returns that fall 
below a minimum acceptable return (MAR).

Downside Standard Deviation: The deviation of returns 
that fall below the mean return.

Sortino Ratio: Measures return contribution per unit of 
downside risk, The Sortino ratio is similar to the Sharpe 
ratio, except it uses downside deviation for the 
denominator instead of standard deviation. 

Upside / Downside Capture: The upside capture ratio 
reflects how a portfolio compares to the selected model 
benchmark during periods when the benchmark is up; the 
downside capture ratio reflects how a portfolio compares 

to a benchmark during periods when the benchmark is 
down.

Batting Average: Shows how consistently the portfolio 

return met or beat the market.

Annualized Excess Return: Shows the difference between 
the annualized linked returns of a portfolio and the model 

benchmark.

Cumulative Excess Return: Shows the difference between 
the cumulative linked returns of a portfolio and the model 
benchmark.

Turnover: Indicates how frequently assets are bought and 
sold within a portfolio.

M-Squared: The hypothetical return of the portfolio after 
its risk has been adjusted to match a benchmark.

Residual Risk: The amount of risk specific to the assets in a 

portfolio distinct from the market, represented by a 
benchmark.

Source: Morningstar.com
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Disclosure

This presentation is for informational purposes only and is intended to be used as a basis for further discussions with PNC Bank, 
National Association (“PNC Bank”) investment professionals and your legal, accounting and other financial advisors. Nothing in this 
presentation is or should be construed as an offer or recommendation to buy or sell any security or adopt any particular investment 
asset allocation or strategy. Diversification does not assure a profit nor protect against loss. No investment strategy or risk 
management technique can guarantee returns or eliminate risk in any market environment.

All data, facts, assumptions, opinions and analysis provided herein are as of the date of this presentation (or other stated date) and are 
subject to change without notice. PNC Bank assumes no responsibility to review or update this presentation or any data, facts, 
assumptions, opinions, analysis or other information provided herein. 

This presentation was prepared using proprietary and third party data and software. PNC Bank makes no representation or warranty of 
any kind, express or implied, regarding the timeliness, accuracy or completeness of such data and assumes no liability for da mages 
resulting from or arising out of the use of such data or software. All such data is provided on an “as is” basis. PNC Bank assumes no 
obligation to verify or update such data. The imprecision of such data, malfunctions of software or other technology and programming 
inaccuracies could compromise the accuracy of this report. 

Returns and other measures of performance in this presentation represent past performance. Past performance is no guarantee of 
future results, and investments may lose money.

The PNC Financial Services Group, Inc. (“PNC”) uses the marketing name PNC Institutional Asset Management® for the various 
discretionary and non-discretionary institutional investment, trustee, custody, consulting, and related services provided by PNC Bank, 
National Association (“PNC Bank”), which is a Member FDIC, and investment management activities conducted by PNC Capital 
Advisors, LLC, an SEC-registered investment adviser and wholly-owned subsidiary of PNC Bank. 

PNC does not provide legal, tax, or accounting advice unless, with respect to tax advice, PNC Bank has entered into a written tax 
services agreement. PNC Bank is not registered as a municipal advisor under the Dodd-Frank Wall Street Reform and Consumer 
Protection Act. 

“PNC Institutional Asset Management” is a registered mark of The PNC Financial Services Group, Inc. 

Investments: Not FDIC Insured. No Bank Guarantee. May Lose Value. 

©2022 The PNC Financial Services Group, Inc. All rights reserved.



Factsheets – Cleveland Public Library 



53



54



55



56



57














