


McGill University Mission Statement

Mission

The mission of McGill University is the advancem
creation and dissemination of knowledge, by offe
education, by carrying out research and scholarl
be excellent by the highest international standar
service to society

Principles

In fulfilling its mission, McGill University embrace:
academic freedom, integrity, responsibility, equity
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Fiscalvear2019 Highlights

McGilllnvestmentPool(MIP)

$1.7B

of assets

(Upby 30%sinceZZ8dpyolicy
or

Faculty/Departments 26%

EndowedChairs 21%

Scholarships

0,
andBursaries 18%
Fellowships 16%
1Year: 5.6%
Research 9%
3YeargAnn.):8.1%
Others 10%

5YeargAnn.):7.4%

10 YeardAnn.):9.8%

$42.9M

FY2019NewGifts



Endowment Overview

Endowment Description

Currently the third largest university endowment in Canada( h K- Dec. 2018), the



Capital Appreciation and Income per Unit

TheMIP



Whilethe chartshownon the previouspagepresentsthe nominalincreaseor decreasan the
MIPunit valuesanimportantmeasureasthe realchange(after inflation)in the unit values.

Asa result, the followinggraphsdepict, sinceFY90and assuminga hypotheticalunit valueof
100,the cumulativeincreasan MIP’sunit value beforeandafter withdrawalsyersushe same
unit valuecumulatedwith the inflationrate:




Evolution of MIP Market and Unit Values

TheMIP marketvalueand unit valuechangesover the fiscalperiodsendedApril 30, 2015to
April30,2019are presentedin the followinggraph:

Increaseof 15.9%is observedn the marketvalue



Change in MIP Market Value

Forthe yearendedApril30,2019,the marketvalueof the MIPhasincreasedy $52.0M
(from$1,627.1Mt0 $1,679.1M)asfollows:
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MIP 2018-19 Financial Results

Shownbelowarethe comparativeinancialresultsfor the yearendedApril 30,2019:

May1,2018to May1,2017to
April30,2019 April30,2018
000’s 000’s
Increasedueto InvestmentReturns
Investmentncome 43,917 30,372
CurrencyHedgeGain/(Loss) 17,882 9,336
Realized>ain/(Loss) 74,140 110,737
Unrealized>ain/(Loss) 12,535 00,232
Total 87,640 60,213
Gifts 42,914 23,390
Otherincreases/(Decreases) 13,238 5,107
Distributions
EndowedSpending 67,721 67,289
RercappedAmount 10,025 10,973
Total 57,696 156,316
Costsand Contributionsto University
Officeof InvestmentsExpenses B39 921
ExternaManager-ees 4,577 B,671
ServicéProviderFees 165 A69
Contributionto UniversitylndirectCosts 3,600 8,600
Transfetto InternallyRestricted~und B70 1,481
Contributionto UniversityAdvancement 7,467 7,451

Total 17,618 17,593



Thetotal increasedue to investmentreturnswas$87.6Mcomparedto $60.2Mlastyear.This
increasesreflectiveof goodmarketreturns.

In 201849, gifts increased($42.9Mvs $23.4M) while the endowed spendingincreasedby
$0.4M.

The Office of Investments’expensedn 201849 were $0.9M while the externalinvestment
managersand serviceprovider fees totaled $4.7M. A fixed annualamount of $3.6M was
withdrawnwith respectto the contributionstowardsUniversityindirect costsand $0.9Mwas
transferredto McGill'sinternallyrestrictedfunds.

In20184.9,$7.5Mwasallocatedo the UniversityAdvancement’fundraisingoperationsin the
contextof McGill'sBicentenniaCampaign.

MIP Estimated Withdrawals for Fiscal Year 202

The 2019 r20 estimata® set out below and assume 4.1 wmitrfpue]vP Z]*S}E] o
growth rate of 3%

May1, 2019to

April30,2020
Estimate
Total(000’s) Pelnit$
Distributionfor EndowedSpending 67,800 16.42
Officeof InvestmentsExpenses 1,100 0.27
Managersaand ServiceProviderFees 5,100 1.23
Contributionto UniversityindirectCosts 3,600 0.87
Contributionto UniversityAdvancement 8,200 1.98
TotalWithdrawalAmount 85,800 20.77

Incomedistributionin 201920 isbasedon arate of 4.00% Usingthe assumedt.1M units,the
withdrawalrequiredfor regularincomedistributionis estimatedto be $67.8M.For201920,
Office of Investments’expensesare expectedto increaseat $1.1M. Managerand service
provider fees normally vary proportionallywith the market value of the portfolio and the
allocation of funds amongmanagerswho have varyingfees. The total fees, includingthe
University AdvancementCampaigncosts, for the coming fiscal year will be 1.1% of the
April30,2019marketvalue,representinganamountof $18.0M.



Asset Allocation

MIP Asset Allocation — April 30, 2019

Asof April30,2019, approximately99%of the MIP was managedexternallyby investment
managersTheinternallymanagedassetsonsistmainlyof iSharegXIU) currencyoverlayand

deposits.

TheMIP marketvalueat April 30, 2019was$1,679.1Mand wasinvestedin a wide variety of
assetandsubmnssefclassesTheallocationisillustratedbelow:

MIP AssetClasses

MIP SubassetClasses
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MIP Asset Allodgirdr8e, 2019 vs April 30, 2018

MarketValue % MarkeYalue %
AssetClass Manager (M) of Total
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MIP Asset Allocation vs BNY Mellon Universe

In additionto the previoustables,the total investmentallocationof the MIP canbe compared
to the BN YMellon CanadiarFoundations& EndowmentdJniverse(UniverseMedianWeight)
which
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Performance

MIP Overall Performance

Thetable belowshowsthe MIPandits assetclassperformancesor periodsendedApril 30,2019:

AnnualizedReturns(%)

1Year 3Years Svears 10/ears

MIP 5.6 8.1 7.4 9.8
Absolutereturn objective': 5.10%+ CPI 7.2 7.3 7.0 7.1
Compositebenchmark 8.3 9.8 8.5 9.8

PublicEquities:

Canadiarequities 7.1 8.5 7.1 11.1
BenchmarkS&P/TSXomposite 9.6 9.1 5.6 9.1
U.S.Equities(Hedged) 10.9 14.6 13.1 15.3
BenchmarkS&P500 (Hedged) 15.5 15.8 13.9 15.6
NonNorth AmericarEquities 0.5 10.2 7.7 9.4
Benchmark50%MSCIEAFE 50%MSCEM 1.1 12.4 8.2 9.0

Alternativelnvestments: 4.5 4.7 55 6.4
Benchmark 9.3 8.9 9.2

Fixedlncome:

Bonds 4.8 35 4.2 51
BenchmarkFTSEJniverseBond 6.1 2.7 3.7 4.4
Cash& CashEquivalents: 13.7* 4.7 3.4 2.0
BenchmarkFTSB1 DayT Bill 15 1.0 0.9 0.8

Notes: Performancas grossof feesexceptfor Alternativelnvestmentsavhichare net of fees

Differentbenchmarkindiceswere usedin the one, three, five andten yearperiods whereapplicable

*Thereturn isimpactedby currencyappreciation/depreciationersusthe Canadiarbollar

1) EffectiveMay 2018

2) EffectiveOct. 2018: S&P/TSXomp(10%),S&P500 (50%USDHedged)20%) MSCIEAFE10%)MSCIEM (10%),5.15%
+ CPI(15%),UST Bills(50%USDHedged} 5% (5%),[(MSCMWorld + 2%)50%:* (UST Bills(50%USDHedged)+ 5%)50%)]
(10%) FTSEniverseBond(18%) FTSB1 DayT Bills(2%)

3) Includeshedgefunds,privateinvestmentsreal estate,commodities)istedrealassetsandinfrastructure

4)Respectivbenchmarkdor hedgefunds,privateinvestmentsrealestate,commodities|istedrealassetsandinfrastructure
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Performance Measurement Services

The provider of performancemeasurementservicesto the MIP is BNYMellon GlobalRisk
Solutions.

Investmentratesof return are statedgrossof fees(exceptfor Alternativelnvestmentswvhich
arenetof fees),in CADpnatotal return basisvhichincludescapitalappreciatiorn(bothrealized
andunrealizedandincomereceivedandaccrued.

Longterm performanceof the MIP is evaluatedby examininghe inflation adjustedabsolute
returnsandthe successf thesereturnsin meetingthe spendingpolicyandcapitalpreservation
policy of the Endowment.Furthermore,an individualmanager’sperformanceis judged by

assessinghat manager’'sability to meet a specifiedtarget return linkedto a marketindexor

composite of indicesthat is representativeof the investment mandate assignedto the

manager.
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Administration

Investment Committee

ThelnvestmentCommittee(*Committee”),a committeeof the Boardof Governorq“Board”)
mandatedto overseehe University’sEndowmeninvestmentsconsistof 10 membersandat
April30,2019wascomprisedof:

— JoelRabyChair(Montreal)

— SamMinzberg,ViceChair(Montreal)

— RamPandaChair,Boardof Governorsexpfficio (Montreal)

— Suzannd-ortier,PrincipabndViceChancellorex officio (Montreal)

— SamAltman(Montreal)

— Stuart(Kip)Cobbett(Montreal)— succeededy WarrenSmith(Montreal)in July2019
— AnikLanthier(Montreal)

— RobertRabinovitci{Montreal)

— GeraldSheff(Toronto)

— MarcTrottier (Montreal)

Membersare appointedon the basisof their expertiseandinterestin investment pusinessand
economics.Marc Weinstein (Montreal), VicePrincipal (UniversityAdvancement)servesas
SpecialAdvisorand YvesBeauchampyicePrincipal(Administrationand Finance)servesas
SeniorSteward.

Pursuanto its Termsof Referencendthe Policyon the Approvabf ContractsandDesignation
of SigningAuthority, the Committeeis responsiblefor overseeingthe managementof the
University'sinvestmentsin accordancewith the Statementof InvestmentPolicy (“SIP”).
Includedin the Committee’dunctionsare:

— Providingadviceto the Boardin establishingpoliciesrelated to investmentsand making
recommendationshereonto the Boardfor approval

— Reviewin@nnuallythe SIPandmakingrecommendation®n proposedmodificationgo the
Board

— Recommendingo the Boardpolicieson the annualdistributionrate for the incomefrom
the Endowment

— Reviewingand approvingthe appointmentand termination of investmentmanagersand
service providers, investment managermandatesand the performanceof each fund
manager

— Monitoringcompliancewith the SIP
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In June2014a Subcommitteeof the InvestmentCommitteewascreatedwith the authority to

act on investment matters which may arise between regularly scheduledmeetings. The
Subcommitteeis composedof the Chairof the InvestmentCommittee,a member of the

InvestmentCommittee,the SeniorStewardand the ChiefInvestmentOfficer & Treasurer
(resourceperson).ForFiscaR019there were no Subcommitteeneetingscalled.

ThelnvestmentCommitteemet 4 times duringthe fiscalyearendedApril 30,2019.Quorum
wasestablishedor allmeetings.

In September2018, the Committeereviewedthe SIPand recommendedchangesto the

minimum, target and maximumallocationlimits to the AlternativelnvestmentsAssetClass.
Furthermore, the Committee recommendedchangesto benchmarks.The Committee’s
recommendationsvere approvedby the Boardof Governors.

The Committeewas presentedwithSIP
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