
THE INSTITUTE FOR ADVANCED STUDY 

MINUTES 

Joint Meeting of the Finance and Budget Committees 

Present: 

Absent: 

Presiding Officer: 

Auditor's Report: 

Investment 
Consultants: 

October 21, 1983 

Princeton, New Jersey 

Messrs. Hansmann (C hairman , Finance Committee), Byrom, 
Dilworth, Taplin (Chairman , Budget Committee), Wolfensohn, 
Woolf, and Mrs. Delmas. Also by invitation, Messrs. Field, 
Forrestal , Straus, Rowe, and Mesdames Labalme, Laesker. 
Representing Hamilton, Johnston & Co., Inc. were David Pratt 
and Charles Johnston. Representing Deloitte Haskins + Sells 
were Martin Wasserman and Thomas Finnerty. Representing 
Fidelity Bank were Mickey Levy, John Convery, and Jean 
Mcintosh. Representing Rockefeller &: Co. was J. Murray 
Logan. 

Messrs. Brown, Kauffmann, Opel, Jenkins (Assistant Treasurer). 

Mr . Hansmann opened the meeting of the Finance Committee at 
1:55 p.m. He mentioned the previous meetings of April 22, 
1983, and July 21, 1983, the minutes of which were approved. 

Martin Wasserman and Thomas Finnerty joined the meeting. They 
reported an unqualified approval of the Institute's Financial 
Statements. There was some discussion of where the Bond obli
gation should be shown and it was agreed that the presen
tation of information had followed standard accounting 
procedures. Mr. Hansmann asked if the records had been found 
in good condition and if the Electronic Data ?recessing 
syste.m was being effoctively used. Messrs. Wasserman and 
Finnerty stated that the records were in good condition and 
tha t the EDP system was ..vorking satisfactorily. Previous 
problems with the system seemed to have been resolved. In 
the future, uses of the EDP system would be expanded into 
such areas as investments. 

Mrs. Delmas queried whether securities should be put out to 
loan and it was decided that this would be fur ther discussed. 

David Pratt and Char les Johnsron of Hamilton, Johnston & 
Co., Inc. , were asked to join the meeting. Mr. Johnston 
discussed the Institute 's portfolio over the last three, 
five and ten years. He pointed out that the Institute has 
kept ahead of the CPI + 5% fo r the last ten-year period, a 
better performance than any of 60 investment companies and 
Funds used as their "Yardstick" for the purpose of perfor
mance compar ison. 
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During the last fiscal year, the absolute performance was 
very good, while the relative performance was only average. 

In the fixed income area, the results were below average, the 
23% rate of return was better than only 9 of 50 of the com
parative "Yardsticks." 

Over the most recent three-year period, Fidelity Bank manage
ment had placed the Institute's return on fixed income 
securities at a little above what would have accumulated in 
the median "Yardstick" portfolio (1.5 million) and 
Rockefeller &: Co.'s management had resulted in the Institute's 
return on the equity securities at a little below (1.3 
million). 

It was remarked that the Institute depends on superior per
formance and would feel the consequences if that were no 
longer the case. In the past three years, performance has not 
been superior. However, judging from the first quarter, this 
year is looking a little better. 

Rockefeller & Co.: J. Murray Logan of Rockefeller &: Co. reported on the equity 
performance in Fiscal 1983 and for the last three months to 
September 30, 1983. He explained that Rockefeller &. Co. had 
turned conservative too early and did not participate in the 
May-June rally. However , in the most recent quarter their con
servatism had proved advantageous. 

Fidelity Bank: 

Mr. Hansmann asked the Finance Committee to decide whether 
the managers should continue to maintain the 60:40 
equity:fixed income ratio which currently prevailed. There 
was a consensus of opinion to allow the managers to operate 
within the guidelines previously accepted by the Board of 
"T:rustees which establishes a maximum percentage in common 
stocks of 75% and a minimum of 50%. 

In the Budget and Finance meeting of July 21, 1983, 
Rockefeller &. Co. was instructed to maintain the Cash Reserve 
in the equity portfolio until the October 1983 meeting. 
Mr. Logan was now released to invest the cash in equities in 
accordance with the Portfolio Guidelines. Mr. Logan said 
that in the next few months, he would be increasing the 
equity holdings. 

Mr. Convery reported on the bond investment performance, 
indicating that Fidelity had stayed generally out of the market, 
keeping the funds under their management in cash and short
term bonds. 
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A question was raised about t he 9 million in the reserve 
account which is collateral for the bond issue: whether 
or not it was included in the figures in Fidelity's report 
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and whether or not it was being actively managed. Mr. 
Convery did not seem sure on these two points, and was asked 
to investigate to find out. Allen Rowe was asked to follow 
up. This will be further discussed at the next meeting. 
Interest was also expressed by the Committee that more 
appropriate comparisons for performance be provided by 
Fidelity. 

Mr. Levy spoke about the economic outlook, predicting con
tinued real growth into 1981j., but at a lesser rate than in 
1983. In the long-run, there would be higher inflation and 
higher interest rates. In the next lj.-6 months, there will be 
modest inflation and a moderate decline in interest rates. 
The Federal Government will stay restrictive until the end of 
the year. 

Fidelity has maintained a defensive posture. Currently 20% of 
the Institute's fixed income is in long-term bonds. They will 
probably take it up to 33%, remaining conservatively 
oriented. 

Budget Committee: Mr. Taplin, as C hairman of the Budget Committee, briefly 
discussed the revised budget for 1981j., The projected deficit 
was unchanged from the budget approved in April. Mr. 
Hansmann commented that the projected Endowment income of 
$7 ,300,000 was conservative. He suggested $7 ,800,000 as a 
more likely figure . 

Mr. Taplin said that the main concern was the Institute's 
continued need to draw down around 8% of its endowment each 
year . We are under-capitalized. He felt our choices are to 
cut Qack on the number of members (least acceptable choice), 
to seek capital increases (such as the land development 
plan), or to organize to increase our fund-raising effor ts. 
To that end, Mr. Dilworth explained the establishment of the 
new Development Committee. 

The revised budget was accepted. 

The meeting was adjourned at 3:1j.5 p.m. 

Respectfully submitted, 

Patricia H. Labalme 
Secretary of the Corporation 
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