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Our Challenges

Reaching the limits of benchmark-investing

• It can sometimes force you to do something that you may not be 
comfortable with (e.g., negative yields and extension of duration as a 
result), and

• Sometimes positive returns are not apparent in the short-term or as 
investment conditions change (e.g., as policy normalizes)

Asset-class based approach to asset allocation  Massive 
concentration to only a few risk factors
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Addressing the benchmark problem: total/absolute returns

• May continue to be a trend given the current environment of very low 
yields…but until when?

Asset allocation approach:  Asset-class or risk-factor-based?

Asset-Class-Based
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* Source: PIMCO
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Reviewing the numeraire

• Consider the tranche and its objective, and determine the numeraire for 
each tranche

The future of reserve management will be determined by the 
environment within which the reserve manager operates

BIS High-Level Reserve Management Conference
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Central Banks - Profile and Constraints*

* Source: JPMorgan New Trends in Reserve Management (August 2016)
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