summer 2008

THIS ISSUE:
Annual Market 		
Forecast Lunch: 		
Goldman Sachs & 		
Barclays:
Market Outlook.
From Africa to the 		
	USA: CFASS Welcomes
	New Member
Monthly Educational
	Training
CFASS on Membership
Good-bye, Board 		
Member Jose Arau
Golf Tournament:
	Do Charterholders
	Have Lower Scores?

UPCOMING:
July 17, 2008: CTC
	Consulting: John
linder: portfolio
level hedging .
August 21, 2008:
	Sovereign wealth
Funds
September 9, 2008:
	middle europe
investing
december 2008:
holiday charter 		
	award ceremony
January 2009: market
	forecast lunch

January 2008 CFA Market Forecast Luncheon

T

he flagship annual conference for
CFA Society of Sacramento, the CFA
Market Forecast Luncheon, turned out
to be another successful event this year.
The fourth event of its kind, this year’s
luncheon was held on January 17, 2008
at the Sacramento Convention Center
and drew over 130 registrants from highcaliber institutions, such as Moss Adams,
SunGard, Intel, Comstock’s Magazine,
Thomson Financial, Franklin Templeton,
and Grubb & Ellis – in addition to typically
well represented entities, the California
Public Employees’ Retirement System
(CalPERS), the California State Teachers’
Retirement System (CalSTRS), the U.C.
Davis Graduate School of Management,
Wells Fargo, and the California State
University Executive M.B.A. Program.
Growing both in terms of attendance
and regional recognition, this year’s
conference not only attracted more
attendees than previous conferences,
it drew more types of attendees from
different backgrounds. “I was pleasantly
surprised to meet the founder of Java
City,” said Terésa Cutter, a member
of the Board of Directors for CFASS.
“It seems as if the CFA community is
becoming increasingly recognized across
the region for its distinctive membership
of decision-makers who make the time to
educate themselves and others through
conferences such as this.”

Some of those who were instrumental
in sharing relevant information included
the speakers, Dr. Ked Hogan, Managing
Director of Barclays Global Investors;
Rachel Golder, the Head of High Yield
and Managing Director for Goldman
Sachs; & Winnie Comstock-Carlson,
moderator for the conference and founder
of Comstock’s Magazine. Both Dr. Hogan
and Ms. Golder shared a somewhat
negative outlook for the U.S. economy and
furnished data pointing to continued hard
times ahead. Although neither keynote
speaker would venture to say outright
that a recession was on the horizon, both
pointed toward
“It’s kind of like rip- slowing earnings,
ping off a band-aid continued fallquickly or over a long out and painful
period of time—both unwinding from
hurt, it’s just that in the housing and
one scenario (the re- banking sectors,
cession), you get over with a key risk in
the form of the
it more quickly.”
consumer. Both
also highlighted the psychological nature
of the liquidity crisis, without downplaying
the severe effect that psychology held over
the markets. In conclusion, rather than
espousing a simplistic, binomial approach
to a potential recession, both speakers
emphasized that the actual definition of
continued on page 2
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President’s Message
I want to thank everyone for enjoying and participating in the CFA Society of Sacramento
events over the past year. Since I joined the Board over four years ago, creating opportunities
for Society members to network, learn about investments and have a good time have been
the most rewarding part of my involvement. Like you, the Board is a very busy group of
investment professionals trying to manage balance between work and personal life. In the
end, somehow we find the time to meet monthly and plan for Society events. Ultimately, it
is rewarding and a lot of fun!
Geraldine Jimenez
I encourage everyone to get involved as a way to meet other investment professionals, to
learn a little, or just to have fun with others who share similar backgrounds. Sometimes the
information and ideas exchanged can be very valuable. Involvement can come in the form of serving on the Board
or just attending an event. Please enjoy this magazine as a sample of our team and what we have to offer!

Forecast Luncheon Continued from page 1

Rachel Golder, Head of High Yield, Goldman Sachs;
Ked Hogan, Managing Director, BGI; Winnie Comstock-Carlson, President, Comstock’s Magazine.

Terésa Cutter of CalSTRS, Christopher J. Ailman,
CIO of CalSTRS, Candace Ronan of Wells Fargo,
Charles Tyler of CalSTRS, Geraldine Jimenez of
CalPERS

a recession was less important than that,
even in a slow-growth environment,
the pain might be just as acute.
“Although I felt overwhelmed by the
wealth of data she presented, I liked how
Ms. Golder emphasized that, even if there
is not a recession in the traditional sense of
the definition, things will still be painful,”

commented David Steffa, a student
from U.C. Davis’s Graduate School of
Management. Professor Hao Lin of the
Cal State MBA Program weighed in on
the discussion, as well: “It’s kind of like
ripping off a band-aid quickly or over a
long period of time —both hurt, it’s just
that in one scenario (the recession), you
get over it more quickly.”
The sponsors who helped make
this event possible included Barclays
Global Investors, State Street Bank
& Trust, U.C. Davis Graduate School
of Managment, Wells Fargo, and Cal
State Sacramento’s Executive M.B.A.
Program. Big support also came from
Comstocks Magazine, and Christopher
Ailman of CalSTRS.
In addition to sponsors, there were
several CFA Society board members
who volunteered their time to make
this event happen. Candace Ronan,
CFA, was instrumental in setting up
the conference and had this to say
about it: “I really enjoyed working
with the CFASS board, sponsors, and
speakers to make the event interesting,
meaningful, and thought-provoking;
however, we couldn’t have pulled this
off without the help of a number of
committee members: Terésa Cutter, Dan

Bienvenue, Charles Tyler, and Raquel
Altavilla.” Ms. Ronan added that the
2009 committee and board are “already
working to make the event even better
next January.” Raquel Altavilla, CFA
Society’s administrator, elaborated on
the Society’s approach to conferenceplanning: “I think we are improving
this event all the time.” According to
Ms. Altavilla, “This year, we held the
event closer to our members, which was
a plus in terms of location, driving time,
and parking; however, next year, we’ll
probably work on things like better
signage and making sure there are more
registration staff, so we can greet our
conference attendees more efficiently.”
Of course, no Market Forecast
Luncheon would be complete without an
actual market forecast by its membership.
CFA Institute members and guests
forecasted their estimates for where
various indices, such as the S&P 500,
would close by the time of the next
Market Forecast. Winners for this
contest will be announced in 2009.
If you have suggestions regarding
topics, venue, or other items that
pertain to next year’s Market
Forecast Luncheon, don’t be shy: email us at info@cfass.org. •
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From Zimbabwe to Sacramento……
and earning the CFA Charter on the way
Mr. Simiso Nzima,
CFA has been a
member of CalPERS’
Global Equities in various capacities
since 2004. Recently, he moved from
the Corporate Governance team to
the Internal Equities team, where he is
responsible for portfolio construction
of the internally-managed emerging
markets equity portfolios and for
analysis of international equity
transitions. With a background
in equity research, pension fund
management,
and
corporate
governance spanning from 1999
and as far away as southern Africa,
Mr. Nzima is an ideal match for an
equity portfolio focused on emerging
markets. Mr. Nzima, who happens
to be an amateur chef on the side,
is also an ideal interviewee when it
comes to discussing the value of the
CFA charter.
Prior to coming to the U.S. to
pursue graduate studies in 2003,
Mr. Nzima had over 4 years of
investment experience in Zimbabwe.
His prior investment experience
included stints as a buy-side equities
analyst, sell-side equities analyst,
and a fund manager. Armed with
a finance college degree from his
native country and an M.B.A.
from Berkeley’s Haas School of
Business, Mr. Nzima went on to add
to his previous accomplishments
by pursuing and earning the CFA
charter. Mr. Nzima feels the charter
is not as much about the finish
line, so much as “about learning
and accumulating knowledge.”

“Pursuing the CFA charter is neither
a sprint nor a marathon, it is more
of a lifetime commitment,” he says,
with an electric laugh. According
to Mr. Nzima, “when people see
your name and those three letters
next to it,” they come to expect a
personality that will continue to
strive to learn. When asked which
words best characterize the average
CFA charterholder, Mr. Nzima
responds with a recipe of terms:
“responsibility,”
“application,”
“learning,” and “current.” When
pressed for more, he translates those
piecemeal terms into a commonsense
masterpiece: “The CFA represents a
promise not to be lazy.”
When Mr. Nzima is not cooking
up fish, cornmeal, and veggies for
African dishes, one might wonder
how he applies the charter to his
specific position. “The charter helps
[me] to understand the investment
processes and regional issues of
emerging markets,” he states. “It also
helps emerging markets investors
in general to have an impact on
those markets by encouraging more
transparency and efficiency.” An
independent thinker by nature,
Mr. Nzima prefers to express the
value of the charter as it applies
to portfolio management in more
streamlined terms: “It’s not just
gaining a technical understanding
of the investment world, but the big
picture.”
As for what he does when
thinking worldly thoughts and
constructing an emerging market

portfolio becomes too much?
“Cooking is very therapeutic,” he
chuckles. “It helps you to take your
mind off the issues of the world.” •

CFA on Scholarships
“The CFA Society of Sacramento has
played a critical role in generating
and fostering awareness about the
CFA charter. By providing numerous
scholarships to Sacramento State University students, the CFASS is committed to ensuring positive growth in
the number of investment professionals and high quality finance graduates
to power the financial industry in the
region. The best and the brightest in
the finance major can only benefit
from such scholarships in the pursuit
of the gold standard—namely the CFA
charter.”
—Sanjay Varshney, PhD, CFA
“The CFA of Sacramento scholarship
helped me purchase curriculum and
enroll in the program. Without the
scholarship, I would not have been
able to participate.”
		
—Charles Tyler, UC Davis 		
MBA graduate, MSCI Barra
“The CFA Society of Sacramento has
been a generous contributor to UC
Davis students pursuing finance careers. Five of our MBA alumni have
been given a boost by awards, and I
am grateful for this contribution. Most
of our alumni choose to stay in the
region so this award directly supports
a growing professional community in
the Sacramento area.”
		
—Nicole Woolsey Biggart, 		
		 Dean Graduate School of
		 Management, UC Davis
“Smart is learning from your mistakes,
Wise is learning from others.”
		
—David Judnick, Bloomberg
		 CFASS Supporter
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Monthly Educational Training

I

t is a common occurrence in the investment landscape
that analysts and portfolio managers are pigeon-holed
into specific asset classes, such as equities, fixed income,
real estate, or alternative investments. In an effort to
promote communication across the asset classes and
to break down the silos, CFA Society programming
offers our members the chance to sample insights from
different investment areas. Armed with guidelines from
the CFA Institute’s continuing education program, as
well as a willing contingent of investment firms hoping
to present to a society that is comprised largely of the
world’s largest pension plans and private banks, CFASS
screens for speakers who can broaden and deepen our
members’ education by offering them the convenience
nearby lunch-time presentations, in their chosen field, as
well as in new and cutting-edge topics that our members
have requested.
In addition to taking advantage of a plethora of
speakers on far-ranging topics, our volunteer Board
strives to give members variety within the context of their
educational, career-oriented, and ethics training goals
(i.e. PD credits). As we design and facilitate monthly
programming, it is our objective to provide members a
rolodex of resources — resources in the way of industry
specific knowledge, technological updates, and ethics
training — as well as potential networking opportunities.
Certainly, we welcome members’ suggestions, as monthly
programming is driven by member demand.
Monthly presentations comprise the basic staple
of our society’s educational offerings. Our typical
DATE
2/9/2007
2/13/2007
3/15/2007
4/19/2007
5/8/2007
5/17/2007
6/21/2007
7/19/2007
8/10/2007
8/16/2007
8/30/2007
9/25/2007
11/15/2007
2/13/2008
3/26/2008
4/17/2008
5/1/2008
5/15/2008

SPEAKER
Dan Passarelli: The Options Institute, Chicago Board of Trade
Steven Xu, Journalist: Economist Magazine
Charles Pohl, CIO: Dodge & Cox
David Dowsett, CIO: BlueBayAsset Management
Craig Asche, Executive Director: CAIAA
Susan Woodward, President: Sand HIll Econometrics
Ron Liesching, CIO: Pareto Partners
Roger Clark: Ensign Peak, Mormon Church Fund, & Analytic
Friederike Edelmann, Director Investor Relations: SAP
Brad Barber, Professor, UC Davis Graduate School of Business
Thierry Hauthuille
Bruce Kasman, Chief Economist: JP Morgan
Ken Winans, Founder, Winans International, IMR
Lucy Rodriguez
Daniel Bienvenue, Portfolio Manager: CalPERS
Warren Trepeta, Senior Portfolio Manager, CalPERS
Brett Diment: Aberdeen
Brett Gallagher: Julius Baer Investment Management LLC

monthly investment lunch is held at CalPERS and
attracts an audience of approximately 30 members
(a sharp increase from the attendance of about 15
members per presentation 5 years ago). Other venues
we have explored in the past and will continue to
explore in the future include locations offered by
other institutions such as the University of Phoenix;
SunGard; Franklin Templeton; the U.C. Davis GSM;
Cal State University of Sacramento; and CalSTRS
(new building).
The 2007-2008 calendar of monthly events
included: economics, emerging markets, alternative
investments, venture capital, commodities, and hedge
fund strategies. In keeping with our objective to help
members in their pursuit of holistic investing, we
closed the 2007 speaking circuit with a hybrid, equity
fixed income topic: Preferreds. Wall Street’s Best-Kept
Income Secret, by Ken Winans. We kicked off year
2008’s programming with a presentation by CEMEX,
a Mexican cement company that provided valuable
insights on emerging markets and infrastructure. Later,
in 2008 we delved into two subjects presented by our
very own members: fundamentally weighted indexing
by CalPERS portfolio manager, Dan Bienvenue, CFA,
CAIA and a treatment on asset allocation during today’s
roller-coaster economy by Warren Trepeta, Senior
Portfolio Manager at CalPERS.
For more on upcoming, voluntary continuing
education events, please see our website at
www.cfass.org. •
SUBJECT
Using Options to Limit Risk, Joing FPA/CFASS breakfast meeting (8am-9:30am)
China’s Banking System and Exchange Rate
Dodge & Cox Investment Process
Emerging Market Debt
Sacramento CAIA Program Presentation
Measuring Risk for Venture Capital
Investing in Commodities
the 120/20 Solution
SAP Prospects
Social Responsible Investing
Middle Europe Investments
General Global Economy
Preferreds: Wall Street’s Best-Kept Income Secret
Cemex Corporate Presentation
Fundamental Indexing
Economics of Past & Future Asset Class Returns
Emerging Markets: Decoupling or Recoupling
Age of Decadence
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CFASS on Membership

O

ver the years, increasing recognition
of the value and prestige associated
with the CFA designation has helped
the membership base of CFA Society of
Sacramento grow. Currently, CFASS has
148 members. This is a far cry from its
humble beginnings in 1991, when its first
Roy Clothier
VP Membership
five members established CFASS as a subchapter of the San Francisco CFA Society. It was not until
2001 that the Sacramento chapter earned its autonomy
from the San Francisco Society and was established as
an independent society. At that time, membership had
grown to 56 members.
During the past 17 years, CFASS has experienced
positive and consistent membership growth. Key to
the growth has been outreach by past members of the
society’s board of directors, as well as by membership,
which has included investment professionals from local
banks, brokerages, pension plans, and faculty from U.C.
Davis and CSUS. Membership growth has also arisen
from the publicity derived from the society’s monthly
educational events and information-sharing conferences.
Golf tournaments and other networking events have also
helped to promote awareness and increase membership.
In terms of a break-down, the California Public
Employees’ Retirement System (CalPERS) and the
California State Teachers’ Retirement System (CalSTRS)
employees represent the two largest employers of
the society’s members, or currently 35% of overall
membership. While most members are located in the
greater Sacramento area, some members reside and work
outside the area, in Reno, Lake Tahoe, Stockton, and
San Francisco. In fact, CFASS has members worldwide,
with one member residing in Hong Kong. Some of the
recent individuals who have joined the Society in the past
couple of months as members include: Darrin Dennings
(recent graduate of CSUS), Dianne Sandoval (CalPERS),
and Prasad Alluri (Intel).
Given the changes to the society’s membership ranks
over the past two decades, and in order to meet the
needs of a growing and diverse membership, the role
of the CFASS board member who handles membership

has undergone many changes, as well. No longer
simply a reporter of the monthly membership
numbers and membership changes, this position now
entails a certain recruiting element, in addition to an
implied mentoring aspect. One of the initial faces
to greet potential new members, the CFASS board
member who takes on the charge of membership is
also responsible for pairing potential new members
with existing members who will function as their
sponsors. With 167 individuals now scheduled to sit
for the Level I, II, and III CFA examinations in June
(approximately the same number of current CFASS
members), the role is poised for additional growth.
For further information about the CFA Society of
Sacramento’s membership, go to www.cfass.org. •

We are pleased to announce the new officers
and Directors for our Board for the fiscal
year 2008/2009:
President: Terésa Cutter
TCutter@Calstrs.com
Vice President: Candace Ronan, CFA
Candace.Ronan@WellsFargo.com
Treasurer: Jonathan Lederer, CFA
Jonathan@Ledererpwm.com
Secretary: Hao Lin, CFA
LinH@CSUS.edu
Past President: Geraldine Jimenez, CFA
Geraldine_Jimenez@Calpers.ca.gov
Other Directors:
Roy Clothier, CFA RClothier@Calstrs.com
Denver Travis Travisd@CSUS.edu
Dave Murphy, CFA DMurphy@Calstrs.com
Brian Leu, CFA Bleu@Dcapartners.com
Dan Bienvenue, CFA Dan_Bienvenue@Calpers.ca.gov
Sharyl David, CFA Sharyl.David@Mossadams.com
Darren Dennings DDenning@hotmail.com
Lara Luo, CFA Lluo@Pacificethanol.net
Jane Delfendahl, CFA Jane_Delfendahl@CalPERS.
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FAREWELL TO CFASS BOARDMEMBER JOSE ARAU, CFA

J

ose Arau, CFA, is retiring from they’re on a shared, Internet-based drive. We have a
his role as board member of website and a system that allows us to send mass ethe CFA Society of Sacramento. mails, track attendance, and even vote.”
A Principal Investment Officer at
One final change worth mentioning is Mr. Arau’s
the California Public Employees’ involvement in the 2002-2003 AIMR conflict regarding
Retirement System (CalPERS), Mr. continuing education credits. Most members and
Arau has been involved with CFASS representatives did not want a continuing education
since it first became independent requirement, the agenda that was being forwarded by
from its parent society in San Francisco. He earned the the Institute. Mr. Arau wielded his CalPERS corporate
CFA designation in 1974, a time when the curriculum governance background to help the Institute achieve
“was quite a bit different than what folks are currently clarity on the situation. It is quite possible that his
studying.” According to Mr. Arau, “Back then, our assistance in this matter played in the fact that the
main texts were Graham and Dodd’s Security Analysis; mandatory education requirement never took hold.
Cohen and Zinbarg’s Investment Analysis and Portfolio
However, Mr. Arau has been a major champion of
Management, and a [CFAI] book on ethics and the society’s education objectives. For CFASS, Mr. Arau
standards.”
volunteers not only to coordinate the society’s monthly
After earning his designation, Mr. Arau joined the luncheons, he also plays a critical role in setting up the
Los Angeles CFA Society, where he stayed on until a well-known CFA Level I courses offered at CalPERS. As
company reorganization landed him in Sacramento, he retires from CalPERS, Mr. Arau will also retire from
California. “At that time — even as
his first, as well as his last, role within
a CFA Society board member for the
CFASS: Education & Programming.
prestigious Los Angeles society — it
Both his role at CalPERS and his
CFA Society would like
was difficult to find work,” he admits,
position in CFASS have reflected an
to thank our retiring
“so I had to be willing to relocate.”
overall pursuit of educational, ethical,
board members
Fortunately for us, he accepted
and social aspects within the areas of
Jose Arau, CFA: 7 years
a job at CalPERS on a Monday,
investment and finance, important
after being interviewed the previous
values to CFASS.
Jason Bell, CFA:
Friday, and went on to become
Mr. Arau earned a BA in
5 years
President for 2 terms of what is now
Economics
at the University of
BRENT CARDWELL, CFA
known as “CFASS.”
Barcelona and an M.A. in Economics
David Carmany, CFA:
Throughout his CFA Society
at Indiana University. He worked for
3 1/2 years
of Sacramento tenure, Mr. Arau
five years as an economist for the
witnessed many changes. When
Spanish government, translated a
he first started, the society was
difficult economic text from English
known as “The Security Analysts of
to Spanish, speaks several languages,
Sacramento,” and the CFA Institute itself went by “the and has been married for 41 years, with four adult
Association for Investment Management and Research,” children and several grandchildren scattered across the
or “AIMR.” During his 2002-2004 tenure, the local globe. His fellow board members will remember him
society doubled its membership, from 50 members to for his passion for the society, his unique questions, his
96 members. Mr. arau used to tell people, “If you want loyalty to the CalPERS cafeteria, his relentless energy,
to invest in a high growth stock in Sacramento, invest and his undying pursuit of education. He intends to
in the Sacramento Society!”
maintain his membership, so he can still receive and
Another striking difference between the society’s study standard CFA-related publications, FAJ and CFAI
beginnings and now is technology. “When I took up the Magazine. I certainly wish we all could stay as active
presidency,” says Mr. Arau, “all our documents were and involved as one of our dearest CFASS forefathers.
passed on as hardcopies in a cardboard box. Now, We salute you, Jose. •
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Do Charterholders Have Lower Scores?

C

harterholders are often confronted with statistics
regarding the dismal pass rates from the most recently
administered CFA exam. Rather than belaboring whether
Level 1 pass rates were once again less than 40%, we
are going to review the tenuous results of a one-sample
exploration into whether charterholders score better
(for those of you who are not aware—lower) on the golf
course, and then we will make an unfounded conclusion
that goes against what you learned in the stats section of
your Level 1 CFA study curriculum.
The 3rd annual June 2008 CFASS golf tournament,
which was held at the scenic Teal Bend golf course in
Sacramento, turned out over 100 guests from across
the U.S., including players from CalPERS, CalSTRS,
Wells Fargo, SunGard, CSUS, and Lederer Capital
Management. As scores of golf carts descended
onto the course’s fairways in a shot-gun scramble for
the lowest score, three foursomes were eventually
rewarded. Only two of the twelve players (2/12) who
comprised the winning crews were charterholders,
meaning the remaining 84% of the placing teams were
non-charterholders. Clearly, the anecdotal conclusion
that neither CFAI nor CFASS itself would be willing
to endorse is that performance has yet to be linked to
earning the designation of the charter. The performancedesignation debate that has long been a subject of
various investment articles has now been put to the golf
course for consideration. Certainly, the limited nature
of this sample and the fact that charterholders have been
too busy studying for their exams to develop their golf
game pose constraints on this discussion, which merits
further, serious study.
We thank our sponsors for helping us pursue our
inner Tigers: Instinet (title sponsor), JP Morgan, ITG,
Morgan Stanley, CSFB TS, State Street, HSBC, Citigroup,
FTSE, and PIMCO. Prizes awarded, based on donations
from sponsors, included a Taylor Made (Burner) driver,
Odyssey putter, several rounds of golf at Teal Bend, and
a number of trophies. Special thanks to photographer
Tarra Benoist for capturing and providing photographs
of individual golf swings along with every foursome. You
can find another copy of your photo memory from this
event at www.tarrapics.com (just click on the “CFA 08”

hyperlink in the Recent Photos section). We are already
excited about next year’s CFASS golf event – we’ll provide
details as soon as possible – hope to see you there. •

