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In recent years, many large institutional investment funds such as endowments have attemtped to increase their alpha1. The Alaska Permanent Fund has been slow to adapt an investment strategy that encompasses spectacular returns with its contemporary investment strategies. This strategy began in 1976 with the Alaska Permanent Fund (AS37.13).  Unfortunately, the Alaska Permanent Funds has been slow to adapt to the ever changing landscape of the investment world over the past thirty-five years.
When Alaskans voted for and passed a measure in 1976 that created the Alaska Permanent Fund Corporation (Corporation OR "Corporation") under Alaska Statue Title 31 Chapter 13, they never imagined the economic or interment claimant/options we have today. With the new Corporation also came Article 01, the Alaska Permanent Fund (Fund). With this new fund the people stated:
The people of the state, by constitutional amendment, have required the placement of at least 25 percent of all mineral lease rentals, royalties, royalty sale proceeds, and federal mineral revenue sharing payments and bonuses received by the state into a permanent fund. The legislature finds with respect to the fund that
(1) the fund should provide a means of conserving a portion of the state's revenue from mineral resources to benefit all generations of Alaskans;
(2) the fund's goal should be to maintain safety of principal while maximizing total return;
(3) the fund should be used as a savings device managed to allow the maximum
use of disposable income from the fund for purposes designated by law
. (citation?)
The law states that the Corporation  manages the overall direction of the assets in the Fund according to the guidance of the Board of Trustees (Board). The Board, by means of an Investment Policy Statement, sets out the policies and procedures of the Boards investment-related operations. Thus the board’s goal is not to have a permanent investment policy but to have a fluid practice of updating policies and procedures. All policies come under review on a bi-annual basis, but any policy in the investment policy statement can be modified and or amended by the Board. One of the major policies that the Board has to follow is lined out in with AS 37.13.120(a), the prudent-investor: 
The prudent-investor rule as applied to investment activity of the fund means that the corporation shall exercise the judgment and care under the circumstances then prevailing that an institutional investor of ordinary prudence, discretion, and intelligence exercises in the designation and management of large investments entrusted to it, not in regard to speculation, but in regard to permanent disposition of funds, considering preservation of purchasing power of the fund over time while maximizing the expected total return from both income and appreciation of capital. (citation?)

By means of the prudent-investor measure, the Board has set out a philosophy that encompasses the goals and objectives of the Fund. This philosophy is composed of nine strategic areas. Each area is a key factor in the investment policy of not only the Fund but also many other Institutional funds, such as university endowments. These areas are Asset Allocation, Risk Tolerance, Time Horizon, Preservation of Capital, Rebalancing, Diversification, Sources of Return, Inter Asset Management, and Liquidity. 
A similar endowment, the Harvard Endowment, managed by the Harvard Endowment Company, has three primary objectives: Growth, Risk Management (i.e. Risk Tolerances), and Liquidly. The Harvard Endowment is similar in nature to the Fund’s philosophy in these three primary areas. 
In the area of Risk Tolerance or Risk Management, both the fund and the Harvard Endowment share the goal of supporting a population. The Fund supports the Alaskan people and projects. The Harvard Endowment supports the people of Harvard University and iniversity operations. 
This is why one of the main philosophies for both funds is a long-term time horizon that takes into account short and medium fluctuation that should not affect long-term outcomes of each fund’s objective. This long-term outlook gives each fund an edge in securing and growing the fund’s assets decades into the future.. 

The Yale Endowment, managed by the Yale Investments Office under the guidance of Yale’s Investment committee, has an over philosophy of long-term Risk Tolerance. It has benefited over time from a “sensible Long-term portfolio allocation” (citation
?)  Yale’s Investment Committee has adopted a hands off (rather than hands on) approach to long-term Portfolio allocation. The committee only reviews the targets for portfolio allocation once a year so that they do not make any knee jerk reactions to fluctuationg markets. On October 1987, for example, the stock market had a correction of over 20%, with a standard?-deviation2 of 25. This day is known as “Black Monday.” Instead of yielding to pressure as other funds responded by changing direction from stocks to fixed income, the Yale Endowment stuck with their long-term policy targets, which were adapted in the annual 1987 policy target review. In doing so, the Yale Endowment Committee bought S&P 500 index futures to rebalance the stock portion of the overall asset allocation for the endowment. This went against the actions of other institutions at the time who were selling undervalued equities and buying inflated fixed-income assets, thus missing the inevitable recovery in the stock market.
As with the Yale and Harvard Endowments and other large public and private funds, the Fund has to follow a Mission as well as its Objectives. The Return Objective, however, might not resemble other funds or endowment objectives and also may not agree with the Fund's Mission. When comparing elements of the goal of the Fund, the Return Objective looks at the macro picture, attempting to achieve a real rate of 5% a year over an extended period of time. The Fund might have periods of time where the Return Objective is not met, but if you extend the periods out to include a longer period of time,then the Objective Return of  5% real rate of return is typically met. This Return Objective might need to be aggressive compared to the Mission of the Fund, which states that it needs to balance the risk tolerance with the mission objectives of preservation and capital appreciation for current and futures Alaskans. 
The Board has Duties and Responsibilities to establish an Investment Policy Statement that outlines the Goals, Objectives, and Mission of the Fund.  The Investment Policy Statement for the Fund includes, but is not limited to, Investment
 Philosophy, Effective Management and the Investment of the Assets of the Funds. The Board utilizes premeditated asset classes, total over all funds to be invested, total funds that are invested in each asset class, the risk parameters for each asset class, and outside managers versus internal managers in order to achieve its long-term 5% return. The Board can not implement the Investment policy themselves; this is left to the Investment Staff. 
The Fund’s Staff plays four roles to help facilitate not only the Investment Policy but also the Goals and Objects for the Fund:
1. The staffing and monitoring of internal and external mangers.
2. Risk evaluation and communication of the “Funds” assets, mangier and processes.
3. Evaluation and suggesting new strategies and assets to invest in.
4. Facilitating the Board with setting up the investment policy statement and asset allocation. (citation?)


Given that one of the major roles the Board and Investment Staff is to accomplish the Policy Asset Allocation, the Asset Allocation must make the most of  the expected return by balancing expected risk. When taking this into consideration, the Fund must meet the Strategic Risk Benchmark. The Benchmark is assessed on an annual basis, but the portfolio is not to be changed on a frequent basis. and just an example of the long-term waiting of the different macro risk classes
. Table 1.1 shows the current "normal Portfolio" for the Strategic Risk Benchmark; Table 1.2 shows the overall Risk Benchmark weighting. 
Table 1.1: Strategic Risk Benchmark Overview:
	Risk Class
	Low Range Target
	Risk Class Target
	High Target

	Cash and Interest Rates
	5.00%
	10.00%
	40.00%

	Company Exposure
	30.00%
	52.50%
	0.70%

	Real Assets
	10.00%
	17.50%
	40.00%

	Special Opportunities*
	10.00%
	20.00%
	40.00%


*Capital not invested in Special Opportunities may reside proportionally in all the other risk classes. Hence, the risk class target allocations will vary depending upon the actual capital Invested in Special Opportunities
.
Table 1.2 Risk Benchmarks:
	Risk Class
	Risk Benchmark
	Weigh

	Cash and Interest Rates
	20% 3-month US Treasury Bills
64% BC Global Aggregate Treasury (Hedged)
16% BC US Aggregate MBS
	12.50%

	Company Exposure
	80% Morgan Stanley All Country Investable Market Equity Index
20% Barclays Global Aggregate Corporate (Hedged)
	65.60%

	Real Assets
	35% 3-month US Treasury Bill
35% MSCI US REIT
20% FTSE Developed Core Infrastructure
10% Barclays U.S. Treasury Inflection-Protected Securities
	21.90%


When examining the Risk Benchmark, the Board may also  investigate the Value at Risk or a weighted stress test for a specific time period based on the portfolios risk. One of the last things that goes into the Fund’s Asset Allocation is the risk of large and probable liabilities. In order to meet these liabilities over the long-run and limit the risk to the overall portfolio, the Fund will set aside cash and cash equivalents. Once the Fund has implemented risk and benchmarket
 into the policy direction, the Board then comes up with the Policy Asset Allocation (Table 1.3).
Table 1.3 Asset Allocation for Alaskan Permanent Fund:
	Risk Class
	Asset Class
	Risk Glass Target
	Asset Class Target

	Cash and Intrest Rate
	 
	6.00%
	 

	 
	Cash
	 
	1.20%

	 
	U.S. Government Bonds and International Developed Government Bonds ( currency Hedged)
	 
	 

	Company Exposure
	 
	55.00%
	 

	 
	Global Credit
	 
	11.00%

	 
	Public/Private Credit
	 
	2.00%

	 
	Global Equity
	 
	36.00%

	 
	Private Equity
	 
	6.00%

	Real Assets
	 
	19.00%
	 

	 
	Real Estate
	 
	12.00%

	 
	Infrastructure
	 
	4.00%

	 
	U.S. Treasury Inflection Protected Securities
	 
	3.00%

	Special Opportunities*
	 
	20.00%
	 

	 
	Allocation Strategies:
	 
	 

	 
	Absolute Return Mandate
	 
	6.00%

	 
	Real Return Mandate
	 
	7.00%

	 
	Emerging Markets Multi-Asset
	 
	2.00%

	 
	Fixed Income Domestic Aggregate
	 
	2.00%

	 
	Other:
	 
	 

	 
	Debit Opportunities
	 
	1.00%

	 
	True Special Opportunities
	 
	2.00%


* Capital not invested in Special Opportunities may reside proportionally in all the other risk classes. Hence, the risk class target allocation will vary depending upon the actual capital invested in Special Opportunities.
As you can see with the current asset allocation for the Fund, the Absolute Return Mandate and Private Equity allocation make up a small portion of the total portfolio while the Absolute Return Mandate is under the category Special Opportunities. This Category does not need to be fully invested. When it is not fully invested, the proportion not invested can be allocated to other areas. The Absolute Return and Private equity allocation make up a larger proportion of the total portfolio of the endowments we have already looked at, (see Harvard Endowment Evolution of the Policy Portfolio, Table 1.4). With the Absolute Return allocation, the Board has set strict rules for investing in this strategy.
Table 1.4 Harvard Endowment Portfolio:
	Harvard Endowment Evolution of the Policy Portfolio

	Risk Class
	Asset Class
	1995
	2005
	2005

	Cash and Interest Rate
	 
	17.00%
	22.00%
	11.00%

	 
	Cash
	-5.00%
	-5.00%
	0.00%

	 
	Domestic Bonds
	15.00%
	11.00%
	4.00%

	 
	Foreign Bond
	5.00%
	5.00%
	2.00%

	 
	High Yield
	2.00%
	5.00%
	2.00%

	 
	Inflection-Indexed Bonds
	0.00%
	6.00%
	3.00%

	Company Exposure
	 
	70.00%
	43.00%
	49.00%

	 
	Domestic Equities
	38.00%
	15.00%
	11.00%

	 
	Foreign Equities
	15.00%
	10.00%
	11.00%

	 
	Emerging Markets
	5.00%
	5.00%
	11.00%

	 
	Private Equinity
	12.00%
	13.00%
	16.00%

	Absolute Return
	 
	0.00%
	12.00%
	15.00%

	Total Real Assets
	 
	13.00%
	23.00%
	25.00%

	 
	Real Estate
	7.00%
	10.00%
	10.00%

	 
	Natural Resources
	0.00%
	10.00%
	13.00%

	 
	Publicly Traded Commodities
	6.00%
	3.00%
	2.00%

	Total
	 
	100.00%
	100.00%
	100.00%


The Fund must employ a limited partnership or other legal entities that provides limited liability for the Fund when investing in the Absolute Return Mandate.  There must also be positive real-return as the Fudn maximizes it the long-term return with limited risk. The Fund must also diversify the risk of each partnership with an absolute return  not dependent on a directional play in the equity or fixed-income markets when it invests in these separate limited partnerships. The value that is added from this allocation will mainly be derived from the selection of particular Investment Managers rather than the overall partnerships strategy allocation. The overall direction of the Absolute Return allocation should not be exposed to a concentrated individual partnership or strategy.
The Board has acknowledged that the evaluation of different Absolute Return Strategies can be very difficult, and, thus, has designed two objective to evaluate the performance of each Absolute Return funds: “
1. achievement of minimum of four percent (4%) annualized excess return over one month LIBOR over a market cycle, net of all fees,  and 
2. achievement of this return objective with an ex-ante target annualized standard deviation of monthly returns of less than 5% per annum” (citation?).

The Board also investigates the correlation of each Absolute Return fund compared to the fixed-income and stock market, At the same time, the Board realizes that, sometimes, each fund might deviate from the two evaluation objectives. In this event, the Board will evaluate each fund against the other funds inside the whole Absolute Return portfolio. 
With these factors in mind, the Board has decided an outside Investment Manager with experience and knowledge of different Absolute Return Strategies is be a better fit to manage this section of the overall portfolio. This outside Investment Manager will be responsible for assembling and managing a diversified portfolio of partnerships that specialize in Absolute Return Strategies. The investment manager must be a bank, insurance company, or a registered investment advisor, and must acknowledged that it is a fiduciary to the “Corporation” and any paperwork for other funds or partnerships. Also, the manager must use one of the following two structures:
1. a separately managed portfolio ("separate account") comprised of limited
partnership interests in individual general partnerships; or
2. a single-investor limited partnership ("fund of one") that invests exclusively
in a diversified portfolio comprised of limited partnership interests, with the
general partner providing essentially the same services as the manager of a
portfolio described in 1
.
As a precaution, the manager may invest in funds or partnerships the manager has afflicted, as long as the relationship is fully disclosed and approved by the Board.
When it comes to the Absolute Return Strategist, the Portfolio Manager must diversify the allocation by strategy and lowest volatility. The maximum exposure of one strategy may be no more than 25% of the total allocation, unless the “Board has approved otherwise. The Manager is also advised to included a mixture of the main types of Absoluter Return Strategies, such as convertible arbitrage, market neutral equity, fixed-income arbitrage, merger 
arbitrage, distressed securities, special situations, capital structure arbitrage, volatility 
arbitrage, credit arbitrage, commodity relative value, multiple arbitrage, structured 
finance, managed futures, bank loans, origination, equity long/short, and any other that meets the overall objectives of the fund. 
To achieve proper diversification, the Manager must use no less the twenty different funds/partnerships, with a maxim exposure of no more than 10% in one fund/partnership or 15% to one group of funds/partnership, unless approved by the Board.
The Board and the Manager of the Absolute Return Strategy portfolio will review the leverage used, if any, for the overall absolute return portfolio and for each fund/partnership to ensure the leverage used is appropriate and falls in line with the leverage used with similar strategies. 
Liquidity Risk sometimes comes with leveraged funds: the risk that funds/investment might be illiquid and also might be locked-up for a period of time. A lock-up period 
is used to help to enhance the return of a specific fund, but the Absolute Return Manager must impose a liquidity mandate used by similar funds. The Board also understands that a fund might be illiquid in times of financial stress and that the fund might impose a more stringent lock-up period in such cases. To help mitigate the liquidity risk and other risk, the Portfolio Manager may use derivatives to gain exposure to,  offset, or hedge unintended market exposure that comes from the underlying assets of the Absolute Return Portfolio. The manager can only do this through regulated exchanges and/or with a counter-party with a AA rating from one of the three major credit rating agencies. The manager is also required to issue monthly, quarterly and annual reports to the Board. The Board, along with the Chief Investment Officer (CIO) for The Corporation, shall determine the information that is necessary for the overall analysis report. The Manager is mandated to meet once a year and, as requested with the CIO and/or Board and/or The Corporation, to go over the Manager’s strategy and other matters that concern the Absolute Return Portfolio. 
The Board amended the Investment Policy Statement on April 23, 2012 to include a larger “brush stroke” of an Absolute Return Strategy to the full portfolio. This “brush stroke” is small compared to the endowments we have looked at thus far. As such the Fund has not kept paced to the ever-changing investment landscape and, in particular, with this Segment Portfolio Management.
When it comes to the Real Return Mandate allocation, the Fund has set the goal of hiring the "best in class" institutional asset management firm to server as "external CIOs."  The main goal for the external CIOs is to produce a Real Return that has a mandated goal of “
1. Rate of Return Objective  of the Consumer Price Index (CPI) + 500 Basis Points (bps) and, 
2, The investment horizon is greater than one business cycle or 5 years” (citation?). 
This return goal must adhere to the Corporations’s risk guidelines and must deploy lock-ups that are less than 2 years. The external CIO has the responsibility of generating capital appreciation that provide a return through a diversified portfolio of investment, that incorporates low volatility and downside risk as compared to the Corporation’s Risk Benchmark. Another responsibility of the external CIO, is to provide a Monty, quarterly and annual report to the Board and Fund.  Along with the reports, the external CIO shall meet with the Board in person to present an in-depth portfolio review.
The Executive Director and the CIO are authorized to act accordingly when it comes to the implementation and rebalancing of the overall portfolio,. The  Board has given the Executive Director and the CIO manage the portfolio within a clearly defined limit of each investment category. The Executive director will report the Fund’s current allocation versus the target allocation for the Fund each month.  The Executive Director will also advise the Board if an investment category reaches beyond the target allocation, at which point the Executive Director will recommend a rebalancing strategy. The Board can request a board meeting to review the rebalancing recommendations if the rebalancing recommendations will take over thirty days. The “Board has also requested written reports of all the cash flows within the fund” (citation).. Table 1.5 outlines these target allocations and rebalancing allocations:

	Table 1.5 Absolute Percentage Limits

	

	Category*
	Green Zone (CIO)
	Yellow Zone (ED)
	Red Zone (Board)

	Cash (2%)
	0% to 5%
	5% to 8%
	> 8%

	Interest Rate Class (6%)
	6% to 12%
	5% to 6% & 12% to 20%
	<5% & >20%

	Company Exposure (55%)
	45% to 65%
	40% to 45% & 65% to 75%
	<40% & >75%

	Corporate Bonds (9%)
	4% to 12%
	0% to 4% & 12% to 20%
	>20%

	High Yield Bonds (2%)
	1% to 6%
	<1% & 6% to 20%
	>12%

	Public/Private Credit (2%)
	0% to 4%
	4% to 8%
	>8%

	Equities (including private equity & venture capital) (42%)
	40% to 65%
	35% to 40% & 65% to 70%
	<35% & >70%

	
	
	
	

	Private Equity (including venture capital) (6%)
	1% to 9%
	<1% & 9% to 11%
	>11%

	
	
	
	

	Venture Capital
	<3%
	3% to 4%
	>4%

	Real Assets (19%)
	15% to 20%
	13% to 15% & 20% to 23%
	<13% & >23%

	Real Estate (12%)
	7% to 15%
	<7% & 15 to 17%
	>17%

	Infrastructure (4%)
	1% to 6%
	<1%& 6% to 7%
	>7%

	TIPS (3%)
	1% to 5%
	<1% & 5% to 6%
	>6%

	Special Opportunities (18%)
	10% to 18%
	<10 & 18% to 21%
	>21%

	Absolute Return (6%)
	4% to 8%
	3% to 4% & 8% to 9%
	<3% &>9%

	Real Return (7%)
	5% to 9%
	4% to 5% & 9% to 10%
	<4% & >10%

	Other (5%)
	0% to 7%
	7% to 8%
	>8%

	*() designates current strategic asset allocation


With this information reagarding the Alaskan Permanent Fund Corporation and the Fund,  my job is to act as a new voice to the Fund in order to help the Board adopt a new direction. This new direction will be outlined with an economic outlook, long-term capital market expectation, new investment policy statement, global asset allocation for the new direction, and an analysis of one of equity security in the Fund.  Along with this outline the new direction, I will also integrate the Charted Financial Analyst (CFA) Institute Code of Ethics and Standards of Professional Conduct in my review and recommendations in this report. The trust that the Board places on a Investment Consultant must be unconditional. This trust must never come into question. This is why I will comply with the CFA Institute Code of Ethics, which require me to always to place the client (the Fund’s) interests first, to maintain independence and objectivity, and to serve with integrity and honesty so  that the Fund, Board, and Corporation can have confidence in this report.
I will integrate the CFA Code of Ethics and the CFA Standards of Professional Conduct in this report given that these guidelines are a great help to an investment consultant, advisor, or professional in properly serving his or her client. As an outside Investment Consultant to the Fund, I have curtain Duties to the Client, i.e. the Corporation. When reviewing and giving recommendations to the Corporation for the new Fund direction, I must place prudence and care in any of my decisions and place the Fund’s interests before my own. That is to say that I must deal in a fair, ethical, and representational to the Fund when I provide any investment advice, direction, recommendation, or any other professional dealings. When making any recommendations for the Fund, it must be suitable and comply with the current objectives and/or the new objectives set-forth in this report. I have already reviewed the Fund’s Goals, Objectives, Risk, and Experience, which all go in to making a suitable recommendations. When making recommendations for the new direction of the fund, I will review why the recommendation is suitable and needed to meet the Fund’s Objectives and overall Goals. With the recommendations may come performance information that must be presented fairly, accurately and completely.  This also includes following any specific mandates, strategies, and styles of the Fund.  Lastly, this report, recommendations, Corporation information, and any other information is confidential, for only the Corporation.  The only time that this information can be shared is if it concerns illegal activities or if Corporation permits the disclosure.     
Another key CFA Standard of Professional Conduct is Professionalism. Knowing and complying with all applicable laws is not enough; as an Investment Consultant, I must implement independence and objectivity in this report. I will issue a new direction for the Fund and will not offer, solicit, or accept any gift, benefit, compensation, or consideration that could impede my judgment and recommendations. The recommendations and analysis within this report will be without any misrepresentation of fact so that the Board can make a clear and concise decisions. Lastly, as an investment consultant for the Fund,  I shall hold myself to a higher level of professionalism so that my conduct will reflects highly on my reputation, integrity, and the industry. I must not engage in any act of dishonesty, fraud, or deceit.

These are just a few of the principals of the CFA Institute Code of Ethics and Standard of Professional Conduct that I will be using when reviewing and recommending changes to the current be Fund.  No changes or recommendations can discussed without first going over the current state of the national and global economic picture. Both the nationally and global  (Europe, Japan, and Asia) economies have expereinced challenging times over the past five years, but the United States and Europe appear to have positive traction going forward. As the United States and Europe look poised for positive economic news, China's fast lane economy may be poised to slow down and appear to have a bumpy road ahead of them. While I do not see the United States returning to the economic growth picture of the mid-to-late199os (see Chart 1.1), I do not anticipate negative growth in the coming years. The annual economic growth rate for the United States was 3.87% annually in the mid to late 1990s. Currently, I project that the economy will stay on its current pace of small to nominal growth around 2.0% annually for the foreseeable future. 

Chart 1.1 Country Economic Growth
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It is important that the United States’ consumer spending rate stay steady or grow slowly over the upcoming years because consumer spending makes up more than two-thirds of the overall United States economy. Consumer spending or Personal Consumption  Expenditures (PCE)  currently sits at 0.20, which falls in range of the 90% real personal spending range, falling within 0.6 and -0.60. This Key Metric of the gross domestic product tells us the US consumer is willing to spend, which allows usto project a higher growth rate for the US. When the PCE is sharply deckling 
and/or negative, one can conclude that the United State’s consumer is reducing their spending, which tends to lead to periods of economic stress and, thus, a downturn in economic growth. The PCE measurement excludes residential purchases and equipment used by nonprofits and is calculated according to real inflation adjusted numbers. 
ACurrent job growth in another critical economic indicator in the United States. Without job growth, consumer spending typically embarks on a downward spiral. The slow growth of the US economy is a direct result of the current, practical rate of their job growth. Looking back a year, non-farm payroll jobs have increased at an average of about 190,000 jobs a month. This has resulted in the lowering of the unemployment rate to 7.4% as of July 2013, down from about 10% in the winter of 2009/2010. 
This reduction, however, may be concealing another indicator that could slow or pause the rosy outlook for the United States economy, the shadow labor supply. Troy Davig and José Mustre-del-Río’s“The Shadow Labor Supply and It's Implication for the Unemployment Rate” published in The Macro Bulletin, Federal Reserve Bank of Kansas City argues that  “the shadow labor supply [individuals not currently seeking employment, but would like to be]  
has grown in the past few years” (citation
?).. If these individuals where all to return at the same time to the labor force, this would drastically effect the employment rate and the fragile United States economy. They also state, however, that this is unlikely to occur given that  a surge of the shadow labor force has already returned to the labor market. Historically, two surges of a surge of individuals back into the labor force is unlikely to happen, but it is something to keep an eye on. 
Another concern is the effect of scaling back and/or ending the Federal Reserve's quantitative easing policy. This policy allows the Federal Reserve (the United States Central bank) to buy bonds to increase money supply and reduce bond yields. The Federal Reserve has been doing this for the past few years, with the goal of avoiding deflation and increasing economic growth. Currently, the Federal Reserve is looking to curtail or end quantitative easing by easing its purchase of these bonds. This departure would remove these “steroids” from the current economy, which would likely drive up bond prices and lower yields. The money supply would tighten and, perhaps, lead to lower bank lending, already  at a low rate Higher bond yields would lead to higher rates in all economic sectors, leading firms to slow down hiring and corporate investments. 
Bearing all this in mind, the US economy should grow at a slow but steady rate. Many factors have gone into this assessment. Inflation, for example, is under control and has increased by  a few points (1.8% & and 1.6% core increase year over year) over the last few years. The United States also has a mid-to-single digit nominal growth rate. Both of these factors appear in line with current trends and appear to be stable for the foreseeable future. This, in turn, should help the United State consumer. 
The housing market has also seen a health rebound as of late, a major component of the United States’ consumer psyche. This leads me to the core numbers that have helped shape this overall outlook for the United States Economy.  Currently, annual CDP for 2013 is at 1.7%, and has showed been positive since 2009, with 2009, 2010, 2011, and 2012 CDP Rates at -3.1%, 2.4%, 1.8% and 2.2% respectively
. Since coming down to lows around 1.5% yield on the 10-year bond rate in July 2012, the 10-year rate and all other key us interest rates have gone up. The 1-year rate is currently at 2.90%. The United States Dollar has been on an upward trend since the middle of 2011 as well. This is measured with the U.S Dollar Index, which is a basket of currency measured against the United States Dollar. This translates into a US monetary policy of keeping interest rates low and purchasing bond assets valued at about eighty-five billion per month. The United States' "loose" monetary policy has helped the United States equities markets reach all time highs. 
The United States' policy of low interest rates, bond buying, and high equity markets has been good economic news for Europe, Japan, Asia and Latina America. Currently, the European Union is starting to see the same recovery that the United States started back in 2009, with the European Union in the mist of the first stage of the demand cycle. Heavy investment is taking place in Europe, which should spur employment that should generate household income that shoulf, in turn, encourage consumer demand. Employment is a key factor in the European Union because, currently, the Euro area has a 11.358% unemployment rate with some countries having around 25%. It looks like Ireland, Spain, and Greece have started to come back from the brink of economic collapse and are looking to start a recovery. I see further good news coming out of the European Union, which should start helping the local equities markets come off their cheap evaluations. 
Some things to keep in mind about the European area is that its Gross Domestic Product (Table 1.6) looks to be slowing down. The start of a recovery might help pull up the GDP of the area. Over the next few years, The Euro area will probably expereince a negative GDP, but European Union Inflection has started to come down from around 3.0% in 2011 to about 2.6% and 1.9% in 2012 and 2013, respectively. It would appear that this inflation picture seems to stay around 1.5% for the next few years. Interest rates also look like they are not going to be moving that much in the coming future, with the Euro Area 10-year bond rate currently around 3.15% and projected to stat at that level for the time being. The economic picture for the European Union and Euro area seems to be in the same place the United States was in in early 2009 but keep in mind that the labor force is the key to this picture, and any disruption could mean steps backward.

Table 1.6 World Economic Data
	Country Group Name
	Subject Descriptor
	2011
	2012
	2013
	2014
	2015

	Euro area 
	Gross domestic product, constant prices
	1.446
	-0.578
	-0.338
	1.067
	1.446

	Euro area 
	Inflation, average consumer prices
	2.716
	2.496
	1.732
	1.511
	1.465

	Euro area 
	Unemployment rate
	10.158
	11.358
	12.297
	12.306
	11.942

	European Union
	Gross domestic product, constant prices
	1.605
	-0.24
	0.004
	1.282
	1.67

	European Union
	Inflation, average consumer prices
	3.081
	2.593
	1.937
	1.784
	1.735

	European Union
	Unemployment rate
	 
	 
	 
	 
	 

	Developing Asia
	Gross domestic product, constant prices
	8.14
	6.639
	7.131
	7.349
	7.623

	Developing Asia
	Inflation, average consumer prices
	6.365
	4.456
	5.03
	4.968
	4.684

	Developing Asia
	Unemployment rate
	 
	 
	 
	 
	 

	ASEAN-5
	Gross domestic product, constant prices
	4.512
	6.097
	5.875
	5.512
	5.482

	ASEAN-5
	Inflation, end of period consumer prices
	5.057
	3.79
	4.829
	4.309
	4.638

	ASEAN-5
	Unemployment rate
	 
	 
	 
	 
	 

	World
	Gross domestic product, constant prices
	3.954
	3.152
	3.308
	4.04
	4.37

	World
	Inflation, average consumer prices
	4.866
	3.916
	3.819
	3.846
	3.704

	World
	Unemployment rate
	 
	 
	 
	 
	 


* International Monetary Fund, World Economic Outlook Database, April 2013

On the other hand, China has had a stellar economic picture the last few year. This, however, may be changing. The grand economic picture in China has been vastly built on Housing and Property Prices. Just a few years ago, housing prices started to retreat because of a shift in government policy that generated an increase in housing inventories and declines in housing prices,and the Chinese economy saw a slight downturn. Before any major downturn, the Chinese government changed policy again in the middle of 2012. This new policy (called "total social financing") was more aggressive, including vast lending via banks and shadow bank lending. This new lending, estimated at about a third of China’s GDP, helped the housing prices recover and included major infrastructure spending. All this new lending has slowed in the past few months, however, and China’s recovery may be slowing as the US’s and Europe’s improves. China in looking at further reforming it financial and economic system that could bring long term acceptance world wild.

Japan has been in the midst of the most aggressive economic policy thus far. The Bank of Japan (Japan's Central bank) has started a very aggressive quantitative easing policy compared to all of the major countries’ easing policies. This has translated into the devolution Japan’s Yen, thus propping up Japan’s equities markets. These policies have lead to a quickly growing GDP via an increase in sentiment and spending in the consumer and corporate areas. In the face of all this good economic news, however, Japan looks to be heading for disappointment. Japan cannot keep with their current policies and at some point will have to change. While Japan is looking at promising structural reforms like openness to markets and labor market reform, these reforms will be difficult to implement. This is why I am keeping an eye out for any signs of weakness coming from Japan and Asia and favor the United States and Europe. 
We will have to keep an eye on the economic pictures for all these area in the years to come. 
�I think this is a long quote which should be quoted according to the following MLA guidelines: Long quotations


For quotations that are more than four lines of prose or three lines of verse, place quotations in a free-standing block of text and omit quotation marks. Start the quotation on a new line, with the entire quote indented one inch from the left margin; maintain double-spacing. Only indent the first line of the quotation by an additional quarter inch if you are citing multiple paragraphs. Your parenthetical citation should come after the closing punctuation mark. When quoting verse, maintain original line breaks. (You should maintain double-spacing throughout your essay.)


For example, when citing more than four lines of prose, use the following examples:


Nelly Dean treats Heathcliff poorly and dehumanizes him throughout her narration:


They entirely refused to have it in bed with them, or even in their room, and I had no more sense, so, I put it on the landing of the stairs, hoping it would be gone on the morrow. By chance, or else attracted by hearing his voice, it crept to Mr. Earnshaw's door, and there he found it on quitting his chamber. Inquiries were made as to how it got there; I was obliged to confess, and in recompense for my cowardice and inhumanity was sent out of the house. (Bronte 78)





�See above comment regarding long quotes


�I think you can cut this. IT seems rather obvious to me.


�this is a short quote, which should be formatted as follows: Short quotations


To indicate short quotations (fewer than four typed lines of prose or three lines of verse) in your text, enclose the quotation within double quotation marks. Provide the author and specific page citation (in the case of verse, provide line numbers) in the text, and include a complete reference on the Works Cited page. Punctuation marks such as periods, commas, and semicolons should appear after the parenthetical citation. Question marks and exclamation points should appear within the quotation marks if they are a part of the quoted passage but after the parenthetical citation if they are a part of your text.


For example, when quoting short passages of prose, use the following examples:


According to some, dreams express "profound aspects of personality" (Foulkes 184), though others disagree.


According to Foulkes's study, dreams may express "profound aspects of personality" (184).


Is it possible that dreams may express "profound aspects of personality" (Foulkes 184)?





�Use caps if these are titles; if they aren’t, no caps. It looks to me as if they are.


�see above long quote comment


�I don’t know what you are trying to say here, but I’m not sure it’s needed. You can probably cut this. If not, just email me and let me know what you are trying to say here.


�MLA documentation for tables, figures, and examples


MLA provides three designations for document illustrations: tables, figures, and examples (see specific sections below).


Tables


Refer to the table and its corresponding numeral in-text. Do not capitalize the word table. This is typically done in parentheses (e.g. "(see table 2)").


Situate the table near the text to which it relates.


Align the table flush-left to the margin.


Label the table Table and provide its corresponding Arabic numeral. No punctuation is necessary after the label and number (see example below).


On the next line, provide a caption for the table, most often the table title. Use standard capitalization rules.


Place the table below the caption, flush-left, making sure to maintain basic MLA style formatting (e.g. one-inch margins).


Below the title, signal the source information with the descriptor "Source," followed by a colon, then provide the correct MLA bibliographic information for the source in note form (see instructions and examples above). Use a hanging indent for lines after the first. If you provide source information with your illustrations, you do not need to provide this information on the Works Cited page.


If additional caption information or explanatory notes is necessary, use lowercase letters formatted in superscript in the caption information or table. Below the source information, indent, provide a corresponding lowercase letter (not in superscript), a space, and the note.


Labels, captions, and notes are double-spaced.


Table Example


In-text reference:


In 1985, women aged 65 and older were 59% more likely than men of the same age to reside in a nursing home, and though 11,700 less women of that age group were enrolled in 1999, men over the same time period ranged from 30,000 to 39,000 persons while women accounted for 49,000 to 61,500 (see table 1).


Table reference:


Table 1 Rate of Nursing Home Residence Among People Age 65 or Older, By Sex and Age Group, 1985, 1995, 1997, 1999a


�


Example Table


Source: Federal Interagency Forum on Aging-Related Statistics, Older Americans 2008: Key Indicators of Well-Being, Federal Interagency Forum on Aging-Related Statistics, Mar. 2008, Web, table 35A.


     a. Note: Rates for 65 and over category are age-adjusted using the 2000 standard population. Beginning in 1997, population figures are adjusted for net underenumeration using the 1990 National Population Adjustment Matrix from the U.S. Census Bureau. People residing in personal care or domiciliary care homes are excluded from the numerator.





�??


�if this is a direct quote, use quotation marks. if it is a paraphrase (rewording) don’t use quotation marks but, in either case, you need a citation.


�long quote


�if these are titles or commonly used terms, I think you want to capitalize them like you have other titles and terms


�capitalize?


�Can you make this graph larger? It’s hard to differentiate between the different regions as is


�is this the word you mean?? I’m not familiar with it


�Use brackets {} if you are inserting your own comment into a direct quote. Use parentheses () if this is a paraphrase


�use quotes ONLY if this is a driect quote!


�can you include a chart here to illustrate this point?
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