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Milliman Managed Risk Parity Strategy
Q2 Performance Review
 The MMRP Growth and Moderate Strategies
generated total returns of -0.41% and -0.52% in
Q2, while exhibiting low realized volatilities of
5.6% and 3.8%, respectively.
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 The strategy’s underlying ETFs ranged in return
from 8.8% (VNQ) to -9.1% (VWO). The average
return across all 10 ETFs was 1.5%, with average
volatility of 10.6%.
 Treasuries (TLT) and U.S. equities (led by IWM)
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returns of the US aggregate bond market (AGG),
Gold (GLD) and Int’l Equities (VEA) were negative.

Moderate Portfolio Allocations

 The average correlation of the four asset classes
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treasuries while adding to REITs and equities. The
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moderate portfolio made similar adjustments
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helping to dampen portfolio volatility.
 Both portfolios made trades on May 10. The
Growth portfolio reduced its exposure to gold and

albeit in smaller quantities.

Growth Portfolio Allocations
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Q2 2018 Market Snapshot

Q2 2018: Rolling 20-Day Volatility (%)
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 The S&P 500 notched its third positive monthly return,
locking in a solid Q2 gain of 3.4%. Relative to last year,
however, its YTD return of 2.6% is less than one-third
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of what it was through this time in 2017 (9.3%).
 Meanwhile, small cap stocks, deemed to have less
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exposure to the detrimental effects of trade wars, are
up 9.4% YTD, their best first-half return of the last five
years.
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 The Fed is now seven rate hikes and $150 billion into
its policy normalization process.
 Against this policy back drop, inflationary pressure
seems to be rising: relative to a year ago, wage
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growth, inflation expectations and YoY CPI are all
higher, while unemployment is lower.

Total Returns as of June 30, 2018

 The Fed seems to want to continue raising rates, but
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the long end of the curve (10+ years) isn’t
cooperating. The June hike further flattened the
stretch of the yield curve between 2 and 10 years; as
of month end it was only 33 bps from inversion, a
condition it hasn’t seen since the first half of 2007.
 In the months ahead, investors will be closely
monitoring inflation, along with if and how the slope of
the curve affects the Fed’s thinking about future rate
changes. Amidst such uncertainty, we believe diligent
risk management remains a cardinal component of
portfolio management.

ETFs used in MMRP Strategies:
AGG: iShares Core US Agg Bond

TLT: iShares 20+ Year Treasury

VNQ: Vanguard REIT

GLD: SPDR Gold Shares

IVV: iShares Core S&P 500

IJH: iShares Core S&P Midcap

IWM: iShares Russell 2000

QQQ: PowerShares QQQ

VEA: Vanguard FTSE Dev'd

VWO: Vanguard FTSE EM

For financial professional use only. Not intended for public distribution. Unless otherwise noted, data is sourced from Bloomberg. The recipient should not construe any of the material contained herein as investment, hedging, trading, legal,
regulatory, tax, accounting or other advice. The recipient should not act on any information in this document without consulting its investment, hedging, trading, legal, regulatory, tax, accounting and other advisors. The materials in this document
represent the opinion of the authors and are not representative of the views of Milliman, Inc. Milliman does not certify the information, nor does it guarantee the accuracy and completeness of such information. Use of such information is
voluntary and should not be relied upon unless an independent review of its accuracy and completeness has been performed. Materials may not be reproduced without the express consent of Milliman.

Milliman Financial Risk Management
Quarterly Commentary: Q2 2018

Creating transformational improvement in the retirement savings industry.
Milliman Financial Risk Management LLC is a global
leader in financial risk management to the retirement
savings industry. Milliman FRM provides investment
advisory, hedging, and consulting services on more than
$149 billion in global assets (as of March 31, 2018).
Established in 1998, the practice includes professionals
operating from three trading platforms around the world
(Chicago, London, and Sydney).

Milliman is among the world's largest providers of
actuarial and related products and services. The firm
has consulting practices in healthcare, property &
casualty insurance, life insurance and financial
services, and employee benefits. Founded in 1947,
Milliman is an independent firm with offices in major
cities around the globe.

MILLIMAN.COM/FRM

Recipients must make their own independent decisions regarding any strategies or securities or financial instruments mentioned herein.

Chicago
71 South Wacker Drive
Chicago, IL 60606
+1 855 645 5462
London
11 Old Jewry
London
EC2R 8DU
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+44 0 20 7847 1557
Sydney
32 Walker Street
North Sydney, NSW 2060
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+610 2 8090 9100

The products or services described or referenced herein may not be suitable or appropriate for the recipient. Many of the products and services described or referenced
herein involve significant risks, and the recipient should not make any decision or enter into any transaction unless the recipient has fully understood all such risks and has
independently determined that such decisions or transactions are appropriate for the recipient.
Past performance is not indicative of future results. Index performance information is for illustrative purposes only, does not represent the performance of any actual
investment or portfolio, and should not be viewed as a recommendation to buy/sell. It is not possible to invest directly in an index. Any hypothetical, backtested data
illustrated herein is for illustrative purposes only, and is not representative of any investment or product.
RESULTS BASED ON SIMULATED OR HYPOTHETICAL PERFORMANCE RESULTS HAVE CERTAIN INHERENT LIMITATIONS. UNLIKE THE RESULTS
SHOWN IN AN ACTUAL PERFORMANCE RECORD, THESE RESULTS DO NOT REPRESENT ACTUAL TRADING. ALSO, BECAUSE THESE TRADES HAVE
NOT ACTUALLY BEEN EXECUTED, THESE RESULTS MAY HAVE UNDER-OR OVER-COMPENSATED FOR THE IMPACT, IF ANY, OF CERTAIN MARKET
FACTORS, SUCH AS LACK OF LIQUIDITY. SIMULATED OR HYPOTHETICAL TRADING PROGRAMS IN GENERAL ARE ALSO SUBJECT TO THE FACT THAT
THEY ARE DESIGNED WITH THE BENEFIT OF HINDSIGHT. NO REPRESENTATION IS BEING MADE THAT ANY ACCOUNT WILL OR IS LIKELY TO ACHIEVE
PROFITS OR LOSSES SIMILAR TO THESE BEING SHOWN.
Any discussion of risks contained herein with respect to any product or service should not be considered a disclosure of all risks or a complete discussion of the risks
involved.
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