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Fund Performance 
for periods ending June 30, 2014 

16% • Permanent Fund 

14% • Benchmark 

12% 

• Median Public Fund 

10% 

8% 

6% 

4% 

2% 

0% 

One Year Three Years Five Years Ten years 30.5 Years 
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Target asset allocation 
Bonds 

20% 

Stocks 
36% 

Real estate 

Other 
12% 

Absolute return 

, Private equity 
6% 

Infrastructure 4% 

P/P credit 2% 

Cash 2% 
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Fund advantages 

Time 
Horizon 

• Access to investments 

• Apility to negotiate fee savings 

• No set liability 



Fund Challenges 

• Business travel to financial centers 

• Recruitment from financial centers 

• New resources often arrive long 
after needed due to lengthy 
budget process 

• Small staff limits bench strength, 
I 

creates gaps during travel and 
. 

vacancies 
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Savings from 3 deals/year 
$20 

$15 

en 
C $10 
0 ·---·-
~ 

$5 

$-
2016 

Carrying cost savings 
added to Fund value 

Savings in directly paid 
management fees 

2017 2018 2019 2020 
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Direct fund investment 
$1 billion 

Terms 

Fees 

GP revenue 
sharing 

Gross 
profit 

Net profit 

Industry 

1.5/20 over five years 

$75 million management 
fees 
$200 million carry 

~.l 11 ;;.~ 

- 0 -

$1 billion 

$725 million 

APFC 

$500 million @ 1.5/20 
$500 million free 
5% total revenue share 

$37 .5 million direct 
management fees 
$100 million carry 

~-~~-

$150 million 
Based on total fund, not APFC share 

$1 billion 

$1.0 billion 
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Financial networks 
Fitch S&P Ratings Direct 
Fl ratings info Fl ratings info 

I Lexis/Nexis I Moodys 
Fl ratings info 

Bank Credit Analyst 
3rd party, 
independent research 
used for design of 
investment strategy. 
SHARED (used by 
investments/risk) 

lntex 
Flsecurity analysis 

Credit Sights 
Fl 3rd party indp. 
security research 

TradeWeb 

BG Cantor Direct 
Fl pricing info (more 
than Trade Web) 

Yield Book 
Fl security analysis 

Barclays Point 
Fl portfolio/index 
analytic data system 

Fl trading and pricing info, 
trade execution system 

Bloomberg 
Current news and pricing. 
SHARED (used by: Fixed 
Income (heavily) & Finance) 
Trades executed w/mostly 
automated entry. 
NYSE/AMEX 
Real-time securities pricing 
and related data directly from 
the exchanges. Data is viewed 
in Bloomberg. 

MarketAxces 
Fl trading and pricing info 

PEP 
Equities analysis 

Wilshire 
Equities analysis­
provided by BNYM 

.® 

CRIMS ~--....!L-=-=-~':_:;..~--

Hedge Fund 
Research 

Morgan Stanley 
Equity data 

Barclays Ca11ital 
Index Data 

S&P and Russell 

~ MSCI BarraOne 
Portfolio-wide risk 

V analysis (merged with 
~ isk Metrics) 

J 

Morningstar EhCorr 
Portfolio risk analysis 

Investor Analytics 
Portfolio risk 
analysis-avail 
through BNYM 

FI trade order @ BNYM 
management. Limited ----+i Custodian of assets. 
history, accepts auto 1+--------l Provides daily 

I @ I Sunguard IFAS I I Yardl 
, GL accounting system~ RE asset management 

and manual entry. inventory for Fl. 

QED 
Investment Inventory system. Book of 
record for internal Fl account Includes a 
monthly subscription for Fl factors data. 
IDC pricing data feed. 

Burgiss Private I 
Used by finance for 
PE tracking. 
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TYSONS CORNER CENTER 

Tysons Corner Center, located 20 minutes outside Washington, D.C., opened 

the first phase ofits 1.4 million-square-foot mixed-use expansion in July 2014. 

An office tower, a hotel and a luxury apartment building are connected by an 
outdoor plaza, creating a live-work-play environment. The construction of the 

Silver Metro Line from downtown Washington, D.C., to Dulles Airport made 
this expansion a viable opportunity, and has already increased traffic to the 

shopping center. 

Since 1985, Tysons Corner Center has been an important part of the Alaska 
Permanent Fund's real estate holdings. As the Fund's ownership share has 

grown over the years, the APFC has actively worked to maximize the value 
of this investment, undertaking expansions in 1989 and 2005. Along with 

its current 50 percent operating partner, Macerich, the Corporation made 
the decision to undertake the most recent project, seizing the opportunity to 
dramatically increase the value and earning potential of this flagship property. 

TYSONS 

1968 
Tysons Corner Regional 

Shopping Center first 

1985 

The Board of Trustees believes that real estate is an important part of a well­
balanced portfolio. The value of real estate properties tends to rise along with 

inflation and as a result these investments help preserve the Fund's real value 
over time. In addition, the rent from real estate holdings flows into the Fund 

as statutory net income, directly contributing to the annual Permanent Fund 

Dividend calculation. In recent years, Tysons has contributed $25 million 
annually to the dividend formula, a number that is expected to grow as the new 

expansion comes on line. 

APFC staff ensures that the real estate portfolio will provide the most benefit 
to Alaskans through seeking out experienced on-site management firms and 
high quality tenants, and making necessary capital improvements to preserve 

and enhance the value of the properties. The new expansion at Tysons Corner 

Center does just that. 

TIMELINE 

Approval of the forthcoming 

Silver Metro Line from 

downtown Washington. D.C., 

to Dulles Airport with a stop 

at Tysons leads the APFC and 
2014 

William Tyson buys land in rural 

Virginia, near Washington, 

D.C., and begins his tenure as 

postmaster. In the 1950's, a 

general store (pictured) stood 

The Alaska Permanent Fund 

invests $21 .8 million to acquire 

a 14 percent ownership share 

Tysons Tower office building 

and the Plaza are open. The 

Hyatt Regency Hotel and 

at the intersection of Routes 7 

and 123. 

in Tysons Corner Center. By 

2002, the Fund's share will 

reach 50 percent. 

VITA residential tower will 

follow in 2015 . 



ASSET ALLOCATION 
Each year, the Board sets the target allocation for the Permanent Fund's investments. 

This provides a broad investment strategy, within which individual investment decisions 

can be made. In setting this strategy, the Board doesn't try to time the markets or focus 

on short-term market conditions. Instead, it builds a portfolio that will provide more 

stable returns under a variety of market conditions. 

Asset Classes 

The image below shows the risk-based allocation adopted by the Board in 2009 on the 

outside of the graph. The traditional asset classes are shown on the inside of the graph, 

in the corresponding areas where they fall. 

Real Assets, 19% 
The value of real assets hedges inflation risk, helping protect the Fund's 

real value over time. 

Cash and Interest Rates, 6% 
The cash allocation is designed to let the Fund build up reserves over the 

course of the year to meet its expected liabilities, primarily the annual 

dividend payment each July. 

Special Opportunities, 20% 
This allocation allows the Permanent Fund to invest in special 

opportunities and to take advantage of dislocations in the markets. 

Company Exposure, 55% 
When the economy is performing well, most public and private companies 

are performing well. Investing in these corporations allows the Permanent 

Fund to benefit in times of growth and prosperity. 

- Stocks represent a share of ownership in public companies. - Private equity investments are made directly in private - Infrastructure investments are facilities or services that are 

The Permanent Fund owns shares in more than 3,000 

corporations around the world. 

corporations - corporations that are not publicly traded in typically owned and managed by governments, such as toll 

srock markets. The APFC uses gatekeepers to evaluate the roads or electric utilities. Infrastructure investments provide 

- Bonds are a form ofloan. A bond "issuer" - a corporation 

or government - borrows money at a preset interest rate for 

a preset period of time. 

firms that make these investments on the Fund's behalf. a steady return over a long period of time. 

- Absolute return investments (also called hedge funds) are - Cash investments are liquid investments with durations of 

private investment partnerships that use multiple stock and less than 12 months. 

- Real estate includes both direct investments in properties 

across the U.S., including malls, office buildings and 

apartment complexes, and real estate investment trusts 

(REITs). These are publicly traded financial instruments 

that invest in income-producing real estate and are traded 

like stocks. 

bond investment strategies to achieve a target return on - Other 

investments. 

APFC INTERNSHIP PROGRAM 
The Alaska Permanent Fund Corporation and our 

participating investment managers are committed 

to preparing Alaska students for careers in finance 

and investing through the APFC Summer Internship 

Program. 

1. Kirsten Halpin 

Throughout the 27 years of this program's history, a 

total of over 40 Fund management firms have provided 

summer employment to qualified Alaska students. 

Many of our partner firms value their students' work 

contributions and therefore regularly partner in the 

program each summer. This has resulted in over 300 

Alaska students enriching their academic studies through 

these internships since 1988. Many former interns have 

gone on to work in the industry, having had a chance to 

experience it first hand as a student. 

University of Alaska Fairbanks 
McKinley Capital Management/ Anchorage 

4. Peter Jorgensen 
Georgetown University 
Allianz Global Investors (RCM) / 
San Francisco 

We wish to thank our 2014 participating managers , who, along with 

APFC in Juneau, employed and mentored six students this summer: 
2. Ryan Conroy 

Johns Hopkins University 
LaSalle Investment Management, Inc./ San 
Diego 

3. YishuXu 
Alaska Pacific University 
Crestline Investors, Inc. / Fort Worth 

5. Jane Sherbrooke 
University of Alaska Southeast 
Alaska Permanent Fund Corporation/ Juneau 

6. Trey Chenier 
University of Puget Sound 
Alaska Permanent Capital Management/ 
Anchorage 

McKinley Capital Management 

Allianz Global Investors (RCM) 

Alaska Permanent Capital Management 

Crestline Investors, Inc. 

LaSalle Investment Management, Inc. 



HOW IS THE DIVIDEND CALCULATED? 

Each year, the amount of the dividend is calculated using a formula set in state 

law. The formula is based on an average of the Fund's income over five years 

oil royalties, many people think that the dividend amount is affected by the price 

of oil. In fact, the price of oil has no immediate effect on the dividend, as the 

calculation below demonstrates . in order to produce a more stable flow of dividend amounts from year to year. 

Because the foundation of the Permanent Fund comes from a portion of Alaska's 
Using the amounts for the 2014 dividend: 

Alaska Permanent Fund 
Corporation Responsibilities 

2010 

2011 

2012 

2013 

2014 

Add the statutory net income from 
investments for the last five years 
(in billions) . 

$ 1.590 

2.143 

1.568 

2 .928 

3.531 
--
$ 11.760 

Multiply the sum by 21 percent. 

$11.760 billion x 21% = $2.470 billion 

While the entire Fund is invested in assets such as 

stocks, bonds and real estate, for accounting purposes 

it is divided into two parts: principal and the realized 

earnings account. The Alaska Constitution says that 

the principal may not be spent. The realized earnings 

in the realized earnings account may be spent by the 

Legislature for any public purpose, which includes the 

Permanent Fund Dividend distribution. 

What are realized earnings? Realized earnings are the 

income from bond interest, real estate rent payments 

and stock dividends as well as the profits from selling 

assets that have increased in value. Any losses from 

selling assets that have decreased in value are deducted 

Divide by 2. 

$2.470 billion + 2 = $1.235 billion 

Check the balance of the 
realized earnings account. 

Alaska state law says that no 

more than half of the balance may be paid 

out for dividends. 

In 2014, the balance of the realized earnings 

account on June 30 was about $8.0 billion, so 

the full calculated amount of $1.235 billion 

was available to transfer to the Permanent Fund 

Dividend Division (PFDD). 

A TWO-PART FUND 

from the realized earnings. Realized earnings are 

accounted for in the realized earnings account and, 

once received, are reinvested in the same assets as the 

principal to increase the Fund's earning potential. 

What about unrealized gains? Unrealized gains (and 

losses) are the increases (or decreases) in value of assets 

that the Permanent Fund currently holds. These gains 

(and losses} are considered part of the principal until 

the asset is sold, and then any net realized gains (or 

losses) are recorded in the realized earnings account. 

Permanent Fund Dividend 
Division Responsibilities 

Make adjustments for residual funds, 
designated state expenses and the 
cost of operating the PFDD. 

$1.235 billion 

- $26 million 

$1.209 billion 

The balance is divided by the number 
of successful applicants. 

$1,208,600,00 0 + 641,489 

= $1 ,884 per person dividend 

Principal and Realized Earnings Account 
As of ]tme 30, 2014, ending balance (in billions): 

$50 

$25 

0 
2014 

- Realized Earnings Account 

- Principal 
Total: 

$ 6.2 
45.0 

$51.2 

THE EFFECTS OF DIVERSIFICATION 
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Five-Yea r Cumulative Return 

9/JJ Ill/I 3112 6//2 9112 12112 3113 6/13 9113 12113 3114 6/14 

U.S. Stocks 

Global Srocks 

Total Fund Return 

Non-U.S. Stocks 
Alternative Investments 
Real Estate 

U.S. Bonds 

Non-U.S. Bonds 

The Permanent Fund's portfolio is designed to take advantage of different types of investments that generally work in disharmony with one another and bring different risk and return 

profiles to the mix. By investing in a range of diverse assets, the Fund is better positioned to achieve a positive return in various market conditions. 
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The Permanent Fund recorded another year of positive 

performance, up 15.5 percent for fiscal year 2014, ending the 

year with a value of $51.2 billion. This is the first time that 

the Fund has ended a fiscal year above $50 billion, and is a 

$6.3 billion increase over the closing value for the prior fiscal 

year. The Fund's return trailed the composite benchmark 

return of 15.7 percent, a result of taking on less risk in the 

Fund's investments than this benchmark and other public 

funds. 

All of the Permanent Fund's asset classes produced positive 

returns for the fiscal year, from 5 percent gains for the bond 

portfolio, to almost 30 percent returns on the Fund's U.S. 

stock holdings. While it does happen at times, it is not usual 

for all of the Fund's asset classes to be in positive territory, 

and it certainly contributed to the strong total return for 

fiscal year 2014. 

Although early economic indicators suggested that we should 

have seen more sluggish stock returns, both U.S. and overseas 

markets showed the effect of stock market gains, as investors looked away from what are 

uaditionally considered safe, low-yielding investments and coward stocks. However, the 

Fund's bond portfolios still provided positive returns for the period, as did the Fund's 

ocher asset classes. 

While continuing to be positive, in the third quarter stock returns slowed from the 

strong performance seen in the first half of the year. However, as the stock markets 

slowed, bonds picked up the pace. Private equity and infrasuucture also powered up in 

the third quarter, and the Fund's real estate holdings fared well. 

The Fund's investments rounded out the year with continued gains overall. U.S. and 

non-U.S. bonds were up as interest rates dropped and the European Central Bank 

announced stimulus packages. Stocks also saw gains, though dampened compared to the 

fall rally. Real estate continued with a fourth quarter of solid performance, and the other 

asset classes were in positive territory as well. 

Statutory net income is the amount used co calculate the annual Permanent Fund 

Dividend. The Fund earned $3.5 billion in statutory net income for fiscal year 2014, and 

transferred $1.2 billion to the Permanent Fund Dividend Division for the 2014 dividend 

payment. 

markets ended the first quarter with 8 percent gains. The path 

wasn't completely smooth. Concern over whether the Fed would continue its stimulus 

program led to a dip in U.S. stocks mid-quarter, but the Fed held steady, leading to a 

September rally. While the gains were not as dramatic, the Permanent Fund's other 

investments also saw positive returns for the period. 

Accountants Pete Fergin and Joe Shinn joined APFC's Finance Department this year. 

In the Investments Department, Steve Moseley came on board as a Senior Portfolio 

Manager for Private Markers, and Matt Olmsted was hired as a Fixed Income Credit 

Analyst. We are pleased to add these new members to the ream! 

Continued turmoil in the Middle East and the federal government shutdown last 

fall caused short-term effects on markers, bur the ongoing stimulus funding from the 

Federal Reserve helped U.S. markets continue their climb. As a result, 2013 was the best 

year for U.S. stocks since 1995, and wasn't bad for non-U.S. stocks either. The bond 

Sincerely, 
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FUND FISCAL 2014 PERFORMANCE 
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*APFC does not have a benchmark far the fall portfolio. Segments within the portfolio have comparable benchmarks. 

Due to differences in hedging strategies, there is no meaningful peer group against which to measure returns. 
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15.5% $779 million $51.2 billion $6.3 billion $1,235 million 
Total Fund return 

APFC.ORG 
Find the most up-to-date 

information on the Fund at 

apfc.org. 

Constitutional deposit Fund balance on June 30, Increase from ending 

from mineral resources for 2014 (after dividends) balance on June 30, 2013 

the fiscal year 

Information on past values 
and performance 

Important Fund • 

news 

Most current financial 
statements and investment 
performance 

(after dividends) 
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