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1. Market Trends 

 
After tariff and policy driven risk culminated in a sharp spring drawdown, markets rebounded in the 
second half of 2025 as expectations shifted towards a soft landing as the Federal Reserve began 
cutting rates. The Fed reduced the policy rate 25 bps at each of the final three meetings in 2025, 
ending the year with a 3.50%-3.75% target range. Rate cuts, combined with sustained AI capital 
expenditure and resilient consumer demand, supported strong calendar year results across both 
equities and fixed income.  
 
Since the beginning of 2026, questions have emerged regarding the pace of investment in AI, along 
with its potential benefits, profitability and impact on different businesses, causing recent volatility 
and sector rotation in the equity market (see Section 2). 

 
2. Performance 

 
On a preliminary basis, 2025 Trust returns exceeded 12%, as both equity and fixed income contributed 
to the solid annual return for the portfolio (see Section 3). Outperformance by fixed income managers 
drove returns approximately 90 basis points above the Policy Index – even as 25% of the portfolio has 
not yet reported 4Q returns.  

 
3. Operations 
 

Asset allocation and trust cash flows are provided in Section 4. 
 
4. Manager Updates 
 

In Section 5 we provide updates on your international equity managers and two legacy private 
investments. 
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Section 2
Current Market Trends
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Proprietary and confidential: This material may not be distributed beyond its intended audience. 

Solid 2025, the Result of Rate Cuts and Focus on A.I. 

Market Returns as of 12/31/25
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Bull and Bear Cases for 2026

• Inflation will decline towards 2% from 
declines in oil prices and housing 

• Fed will continue to lower interest rates 
with 2-3 cuts in 2026

• Tax cuts and larger tax refunds will  
boost consumer spending

• Deregulation and AI investment will 
drive capital spending and corporate 
earnings

• AI productivity gains will result in higher 
corporate margins

• Inflation will remain close to 3% due to 
trade policies, health care premiums, 
govt stimulus and utility costs

• Long-term rates will remain high due to 
US government deficits

• Consumer spending will reflect low 
consumer confidence

• Equity valuations already anticipate good 
news and are near historic highs, fueling 
talk of an AI bubble

• Unemployment is rising and AI 
productivity gains will result in greater 
job losses
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Notable YTD Changes in Market Leadership 

Benchmarks YTD 2026
1/1-2/11

S&P 500 +1.5%

Russell 2000 +7.6%

Magnificent 7 -3.8%

S&P 493 +4.4%

Russell 1000 Growth -3.2%

Russell 1000 Value +6.9%

Russell 3000 +1.9%

All Country World ex-US +9.1%

Bitcoin -22.7%

Gold +17.7%

Oil –West Texas +12.6%

MSCI Sectors YTD 2026
1/1-2/12

Energy 20.6%

Staples 15.2%

Materials 15.2%

Industrials 12.2%

Utilities 6.0%

Health Care 0.0%

Telecomm Services -3.0%

Technology -4.2%

Consumer Discretionary -4.2%

Financials -5.0%

Investor focus on AI spending, profitability, and the impact on jobs and industries 
has caused pockets of volatility and sector rotation in early 2026.

Page 6 of 20



Section 3
Performance
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2025 Trust Performance (Preliminary)

• Double-digit gain for 2025 driven by strong returns across the board.

• Awaiting Q4 returns for roughly 25% of the portfolio, but anticipate additional contribution to 
return.
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Public Market Investments

• Benchmark-
matching returns 
in the aggregate 
from equities

• All four fixed 
income 
managers 
outperformed 
their benchmarks

Biller-
selected
investments
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Private Market Investments – awaiting 4Q returns for most 

Legacy/ 
Inherited 
investments

Biller-
selected
investments
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Section 4
Trust Operations
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Asset Allocation as of 12/31/2025

 Current allocations are within Policy Ranges except for the legacy Commodities position. 

 Capital calls will primarily be sourced from liquid asset classes.

 Overweight to Infrastructure versus public equity should provide stability in this potentially volatile 
market environment.
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Portfolio Cash Flow History

Net cash outflows increased to 13% of the beginning of year balance in 2025.
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Cash Flows Since Last Board Meeting
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Section 5 
Manager Updates
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International Equity
 As discussed at recent Board meetings, although we continue to think highly of the investment firm, we are 

terminating the William Blair International Leaders strategy due to poor performance and team changes. 

 While evaluating alternatives, we examined the latest rankings of active managers versus their benchmarks 
and found that it has become increasingly difficult for international managers to beat the benchmark – a 
phenomenon that we have seen for years in US equity. To take advantage of this trend, we are moving to the 
lower cost benchmark-matching strategy for the international equity asset class.

 Therefore, we are also terminating Dodge & Cox International, taking the proceeds from both William Blair and 
Dodge & Cox and re-investing with the BNYM Mellon International equity fund. Net investment management 
fees will be lower by roughly $35,000 per year.

Index 1-Year 3-Year 5-Year 10-Year

All Cap Russell 3000 36 30 34 28

Large Cap S&P 500 33 33 27 31

Small/Mid Cap Russell 2500 33 39 58 66

Large/Mid Cap Russell 1000 37 35 40 34

Small Cap Russell 2000 29 42 68 75

International ACWI ex-US 45 50 51 71

Percentile Rankings of Passive Equity Indexes
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Manager Update – Kayne Anderson
Legacy Holding: Kayne Anderson Energy VII LP

 In May 2016, the Plan committed $3.1 MM to this manager to make investments in US energy exploration, 
production and operations. The Plan’s remaining investment of $406,848 (0.5% of the Plan’s portfolio) is 
primarily the share of the one holding, Riverbend Permian II.

 As of September 30, 2025, 101% of commitments had been called, and 92% of invested capital had been 
distributed.  Only 4 out of 17 investments generated a positive return. The partnership internal rate of return 
(IRR) is -1.3% over this 10-year period.
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Manager Update – Industry Ventures
Legacy Holding: Industry Ventures Partnership Holdings V VP

 The Plan committed $1MM to fund V, of which all but $45,000 has been called. The fund has performed well 
since inception with an IRR of approximately 12%; however, returns have fallen precipitously as initially 
recognized gains have been pulled back in recent years. Half of the 9/30/25 balance of $1.6 million are 
unrealized gains, so company fundamentals and the IPO market will continue to influence the IRR. 

 Goldman Sachs completed its acquisition of private equity manager Industry Ventures on January 15, 2026. The 
deal was initially announced in October 2025. We anticipate the partnership could benefit from Goldman’s 
expertise in capital markets as well as a potentially receptive client base for when holdings approach their exit 
stage.   
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Source: Industry Ventures. Inception date: 2/15/2019.
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Appendix
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Important Information 
Audience
This document was created solely for the named recipient and is not intended to be 
reproduced or distributed to outside parties or the public except as authorized by the named 
recipient. 

Purpose
This document is for informational purposes only. Information and recommendations herein are 
not intended to be construed as tax or legal advice. Investment advice can be provided only 
after the delivery of the firm Brochure and Brochure Supplement and once a properly executed 
investment advisory agreement has been entered into. 

Accuracy of Information
Certain information contained herein has been obtained from third party sources and such 
information, although believed to be accurate, has not been independently verified by Alan 
Biller and Associates. No representation, warranty, or undertaking, expressed or implied, is 
given to the accuracy or completeness of such information by Alan Biller and Associates or any 
other person. Clients should rely on their custodians for investment statements and activity 
records. 

Not an offer to buy or sell
This document does not constitute an offer to buy or sell, nor a solicitation of any offer to buy 
or sell, any security or other financial instrument. There is no assurance that any securities, 
sectors or industries mentioned herein will be included in or excluded from an account’s 
portfolio.

Forward Looking Statements
Any projections, targets, or estimates in this report are forward looking statements and are 
based on Alan Biller and Associates’ or a third party’s research, analysis, and assumptions. 
Due to rapidly changing market conditions and the complexity of investment decisions, 
supplemental information and other sources may be required to make informed investment 
decisions based on your individual investment objectives and suitability specifications. All 
expressions of opinions are subject to change without notice. Alan Biller and Associates 
reserves the right to modify its current investment strategies and techniques based on 
changing market dynamics or client needs.

Capital Market Assumptions
While we believe that our assumptions are reasonable, we caution that it is very difficult to 
predict the impact of known factors, and, of course, it is impossible for us to anticipate all 
factors that could affect our actual results. Future events may differ from such assumptions. 
Such returns are subject to inherent limitations. Global liabilities such as political, foreign 
currency, economic and liquidity factors may materially increase investment risk and negatively 
impact returns.

Performance
Past performance is not necessarily indicative of future results, and there is no assurance that 
the investment objective will be achieved or that the strategies employed will be successful. 
The information used to calculate performance is obtained from a number of sources that are 
not subject to Alan Biller and Associates’ control and which sometimes vary from period to 
period. Third-party data represented in this document has not been audited by Alan Biller and 
Associates and is subject to change. Actual results may differ from the results presented.

Effect of Fees
Clients should expect their gross rates of return to be reduced by investment management 
fees, custodial fees, and other expenses, as well as Alan Biller and Associates’ fee incurred in 
the management of the account (which are fully described in the Firm’s Brochure, Form ADV 
Part 2A). Unless otherwise noted, Alan Biller and Associates reports client-specific returns net 
of investment management fees of third-party managers engaged to manage account assets.

Client Lists
Any partial representation of clients contained herein has been compiled based on objective 
non-performance based criteria. It is not known whether the clients listed here approve or 
disapprove of Alan Biller and Associates or the investment advisory products or services 
provided.

Indices and Benchmarks
Any indices and other financial benchmarks shown are provided for illustrative purposes only, 
are unmanaged, reflect reinvestment of income and dividends and do not reflect the impact of 
advisory fees. Investors cannot invest directly in an index.

Data Sources
The source for all data, charts and graphs is Alan Biller and Associates unless otherwise 
stated. Some illustrations in this presentation are redistributable under the Creative Commons 
license.

About the Firm
Alan Biller and Associates is an investment adviser registered with the U.S. Securities and 
Exchange Commission. Registration does not constitute an endorsement for the firm by 
securities regulators nor does it indicate that the adviser has attained a particular level of skill 
or ability. The firm’s headquarters is located at 535 Middlefield Road, Suite 230, Menlo Park, 
CA 94025. Our website is https://www.alanbiller.com.
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