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Summary
Recommendations
● The appropriate asset allocation will attempt to balance the dual objectives of maintaining or increasing real 
spending while maintaining or growing the real (inflation-protected) value of the Trust over the projection 
period.

● In the absence of gas royalty inflows:

– A 5% of MV spending level may be difficult to sustain in the long run – spending policy is effectively 
greater than the real investment return for even the most aggressive asset mixes.

● Under the current projection of gas royalty inflows:

– Royalties are insufficient to offset the spending generated by the 5% of MV spending level even for the 
more aggressive asset mixes; the CMT will need to retain substantial exposure to growth assets to help 
offset a decline in the real value of the corpus.

– Pursuit of return to meet the current spending policy will result in more variability of spending from year 
to year.

● In order for the CMT Fund to Maintain Real Market Value and Real Spending Objectives, we recommend:

– Adopt a more aggressive asset allocation policy – reducing fixed income exposure by up to 10%

– Consider further diversifying the asset mix by adding Absolute Return/Hedge Fund and MAC strategies 
to mitigate market risk stemming from equity exposure, and to enhance return relative to fixed income.

– Consider moving to either Mix 2B or Mix 3B which will have a greater probability of generating purchasing 
power protection while balancing against the worsening of the worse case. Our preference is for the CMT 
to move to Mix 3B.

– Consider reducing the current spending policy by 50 basis points from 5% to 4.5% to increase the 
probability of maintaining the corpus. 5


