
  
 

 

 
 
 
 

        Friday, November 18, 2016, 8:30 a.m. 
  Workforce Safety & Insurance 

       1600 E Century Ave., Bismarck, ND  
 

AGENDA 
 
 

I. CALL TO ORDER AND ACCEPTANCE OF AGENDA 
 
 
II. ACCEPTANCE OF MINUTES (October 28, 2016) 

 
 

III. INVESTMENTS 
 
A. Asset and Performance Overview -  Mr. Hunter (enclosed) (15 min) Informational 
B. SIB Update – Chairman Wrigley (to follow) (15 min) Informational 
C. Callan Investment Review - Mr. Erlendson and Mr. Browning (enclosed) (1 hour) Board Acceptance 

1. Pension Trust 
2. Insurance Trust 
3. Legacy Fund 
 

           ============================= Break from 10:00 to 10:15 am ============================= 
 

D. Annual SIB Client Investment Reviews - Mr. Hunter (enclosed) (10 min) Informational  
E. Callan Fee Study - Mr. Browning and Mr. Erlendson (enclosed) (20 min) Board Acceptance 
F. Bank of North Dakota Update - Mr. Schulz (enclosed) (10 min) Informational 
G. Watch List Commentary - Mr. Hunter (enclosed) (10 min) Informational  

 
 

IV. GOVERNANCE  
 
A. RIO Financial Audit Report for June 30, 2016 - Mr. Hunter (enclosed) Board Acceptance (10 min) 

1. SIB Audit Committee Agenda and Minutes 
B. Governance Policy Amendment (Second Reading) - Mr. Hunter (enclosed) (5 min) Board Approval 

 
 

V. OTHER 
 

 Next Meetings:  SIB meeting - January 27, 2017, 8:30 a.m. - Workforce Safety & Insurance  
                           SIB Audit Committee meeting - February 23, 2017, 3:00 p.m. - Workforce Safety & Insurance 
 
 

VI. ADJOURNMENT 
 
 
 
 

 
Any individual requiring an auxiliary aid or service, please contact the Retirement and Investment Office  

(701) 328-9885 at least three (3) days prior to the scheduled meeting. 
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NORTH DAKOTA STATE INVESTMENT BOARD 

MINUTES OF THE 

OCTOBER 28, 2016, BOARD MEETING 

 

MEMBERS PRESENT:   Drew Wrigley, Lt. Governor, Chair 

Mike Sandal, Vice Chair 

Mike Burton, TFFR Board 

                 Lance Gaebe, Commissioner of Trust Lands 

 Mike Gessner, TFFR Board 

     Mel Olson, TFFR Board 

Kelly Schmidt, State Treasurer 

     Yvonne Smith, PERS Board 

     Cindy Ternes, WSI designee  

 Tom Trenbeath, PERS Board 

 

MEMBERS ABSENT: Adam Hamm, Insurance Commissioner 

 Rob Lech, TFFR Board 

 

STAFF PRESENT:  Connie Flanagan, Fiscal & Invt Ops Mgr 

Bonnie Heit, Assist to the SIB  

     David Hunter, ED/CIO 

     Fay Kopp, Dep ED/CRA 

     Terra Miller Bowley, Supvr Audit Services 

     Cody Schmidt, Compliance Officer 

     Darren Schulz, Dep CIO 

      

GUESTS PRESENT:  Alex Browning, Callan Associates (TLCF) 

  Carl Eichstaedt, Western Asset 

Jan Murtha, Attorney General’s Office 

Susan Signori, Western Asset 

   

CALL TO ORDER:      

 

Lt. Governor Wrigley, Chairman, called the State Investment Board (SIB) meeting to 

order at 8:30 a.m. on Friday, October 28, 2016, at the State Capitol, Peace Garden 

Room, Bismarck, ND. 

 

Mr. Hunter introduced Mr. Mike Burton who represents the Teachers’ Fund for 

Retirement (TFFR) Board as an alternate to the SIB.  

 

AGENDA: 

 

IT WAS MOVED BY TREASURER SCHMIDT AND SECONDED BY MR. SANDAL AND CARRIED ON A VOICE 

VOTE TO ACCEPT THE AGENDA FOR THE OCTOBER 28, 2016, MEETING AS DISTRIBUTED. 

 

AYES: MS. TERNES, COMMISSIONER GAEBE, MR. GESSNER, MS. SMITH, MR. TRENBEATH, MR. 

SANDAL, MR. BURTON, MR. OLSON, TREASURER SCHMIDT, AND LT. GOVERNOR WRIGLEY  

NAYS: NONE 

MOTION CARRIED 

ABSENT: COMMISSIONER HAMM 

 

MINUTES: 

 

IT WAS MOVED BY COMMISSIONER GAEBE AND SECONDED BY MS. TERNES AND CARRIED ON A VOICE 

VOTE TO ACCEPT THE SEPTEMBER 23, 2016, MINUTES AS DISTRIBUTED. 

 

AYES: MR. GESSNER, COMMISSIONER GAEBE, MS. SMITH, TREASURER SCHMIDT, MR. BURTON, MR. 

OLSON, MR. TRENBEATH, MR. SANDAL, MS. TERNES, AND LT. GOVERNOR WRIGLEY  

NAYS: NONE 

MOTION CARRIED 

ABSENT: COMMISSIONER HAMM 
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GOVERNANCE: 

 

Client Satisfaction Survey - Mr. Hunter stated RIO’s Audit Services Division 

conducted a SIB “client satisfaction” survey for the period of July 1, 2015 - June 

30, 2016. All clients responded to the survey. The ND Board of Medicine’s response 

was not available at the time the results were calculated but gave the SIB a 

favorable rating in all categories. The SIB received a 3.6 overall rating, which is 

comparable to prior years. The majority of board responses were positive and 

encouraging. 

 

IT WAS MOVED BY MR. SANDAL AND SECONDED BY MR. GESSNER AND CARRIED BY A VOICE VOTE TO 

ACCEPT THE RESULTS OF THE SIB CLIENT SATISFACTION SURVEY FOR THE PERIOD OF JULY 1, 

2015 - JUNE 30, 2016. 

 

AYES: MR. OLSON, MR. GESSNER, MR. SANDAL, MS. SMITH, MR. TRENBEATH, MS. TERNES, 

COMMISSIONER GAEBE, MR. BURTON, TREASURER SCHMIDT, AND LT. GOVERNOR WRIGLEY 

NAYS: NONE 

MOTION CARRIED 

ABSENT: COMMISSIONER HAMM    

 

Audit Committee – Ms. Miller Bowley reviewed activities of the SIB Audit Committee 

for the period of July 1, 2015 – June 30, 2016. Highlights included – twenty-two 

employer audits were completed along with the TFFR File Maintenance, Benefit Payment, 

Annual Salary Verification, and Executive Limitations audits. The Audit Committee 

also accepted the results of CliftonLarsonAllen’s June 30, 2015, financial audit of 

RIO, issuing an unmodified opinion. The Audit Committee also accepted 

CliftonLarsonAllen’s financial audit scope and approach of RIO for the fiscal year 

ended June 30, 2016, along with the final report for the GASB 68 Schedule audit.    

 

IT WAS MOVED BY MR. TRENBEATH AND SECONDED BY MR. OLSON AND CARRIED BY A VOICE VOTE 

TO ACCEPT THE JULY 1, 2015 - JUNE 30, 2016, AUDIT COMMITTEE ACTIVITIES REPORT. 

 

AYES: MS. TERNES, MR. OLSON, TREASURER SCHMIDT, COMMISSIONER GAEBE, MR. TRENBEATH, 

MR. BURTON, MR. SANDAL, MS. SMITH, MR. GESSNER, AND LT. GOVERNOR WRIGLEY 

NAYS: NONE 

MOTION CARRIED 

ABSENT: COMMISSIONER HAMM    

 

Governance Manual Review - Mr. Hunter reviewed Governance Manual Section D-Ends 

policies and also reviewed revised language in Section B-Policy 

Introduction/Amendment Passage. There were no proposed changes to Section D. The SIB 

received the first reading to Section B-Policy Introduction/Amendment Passage. The 

second review and consideration of acceptance will be addressed at the November 18, 

2016, meeting.   

 

RIO vs Policy Ends – Mr. Hunter reviewed RIO’s adherence to policy “Ends” for the 

period of July 1, 2015 – June 30, 2016. Mr. Hunter stated all of the SIB’s Pension 

Trust clients generated positive excess returns over the last five years. For the 

five years ending June 30, 2016, PERS and TFFR generated excess returns of 

approximately 0.41% and 0.59% respectively.  

 

For the same time period, every non-pension trust client (exception PERS Retiree 

Health Insurance Credit Fund) generated positive excess returns and positive risk 

adjusted excess returns. 

 

For the same time period, risk, as measured by standard deviation, was within policy 

levels for all SIB clients for the five-years ended June 30, 2016, if applicable. 

 

Discussion took place on transparency and ensuring the appropriate information on 

RIO’s website is easily accessible and understandable for those constituents the SIB 
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and RIO serve. RIO personnel will take this into consideration as they post 

information to the office website.  

 

IT WAS MOVED BY MS. TERNES AND SECONDED BY MS. SMITH AND CARRIED BY A VOICE VOTE TO 

ACCEPT THE EVALUATION RESULTS OF RIO VS POLICY ENDS FOR THE PERIOD OF JULY 1, 2015 – 

JUNE 30, 2016. 

 

AYES: MS. TERNES, MR. OLSON, MR. SANDAL, TREASURER SCHMIDT, MR. GESSNER, MS. SMITH, 

COMMISSIONER GAEBE, MR. BURTON, MR. TRENBEATH, AND LT. GOVERNOR WRIGLEY 

NAYS: NONE 

MOTION CARRIED 

ABSENT: COMMISSIONER HAMM 

 

MONITORING:  

 

Per Governance Policy, Board/Staff Relationship/Monitoring Executive Performance C-4, 

the following monitoring reports for the quarter ending September 30, 2016, were 

provided to the SIB for their consideration: Budget/Financial Conditions, Executive 

Limitations/Staff Relations, Investment Program, and Retirement Program. 

 

An updated Watch List for the same period was also included. There are three firms 

currently on the Watch List – PIMCO (MBS & Unconstrained mandates), JP Morgan (MBS 

Strategy mandate) and UBS (International Fixed Income mandate).  

 

IT WAS MOVED BY TREASURER SCHMIDT AND SECONDED BY MS. SMITH TO ACCEPT THE MONITORING 

REPORTS FOR THE QUARTER ENDING SEPTEMBER 30, 2016. 

 

AYES: MR. BURTON, TREASURER SCHMIDT, MR. OLSON, COMMISSIONER GAEBE, MR. TRENBEATH, 

MR. SANDAL, MR. GESSNER, MS. SMITH, MS. TERNES 

NAYS: NONE 

MOTION CARRIED 

ABSENT: COMMISSIONER HAMM, LT. GOVERNOR WRIGLEY 

 

INVESTMENTS: 

 

Legacy and Budget Stabilization Fund – Mr. Hunter stated as of October 28, 2016, RIO 

will have transferred $375 million, at the direction of the Governor and OMB, from 

the Budget Stabilization Fund to the General Fund. 

 

The Bank of North Dakota CD Program valued at approximately $79 million as of August 

31, 2016, will be transferred from the Budget Stabilization Fund to the Legacy Fund 

over the next few months in anticipation of future transfers from the Budget 

Stabilization Fund.  

 

The Legacy Fund, as of August 31, 2016, surpassed $4 billion in assets. The Legacy 

Fund had received over $3.6 billion in deposits and generated over $400 million of 

investment income since the initial funding on September 7, 2011. RIO is working with 

the Office of Management and Budget, Legislative Council, and the Office of the State 

Treasurer to develop procedures for the potential transfer of funds from the Legacy 

Fund to the General Fund. An Attorney General’s opinion has also been requested to 

assist in the matter. 

 

Lt. Governor Wrigley left the meeting and Mr. Sandal presided over the remainder of 

the meeting. 
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Western Asset Management – Ms. Signori and Mr. Eichstaedt provided an update on the 

mandates they manage on behalf of the SIB as well as a sector update on fixed income. 

 

The Board recessed at 9:45 a.m. and reconvened at 9:55 a.m.  

 

Fixed Income – Mr. Schulz provided an update to the board on the processes and 

progress being undertaken by staff on the fixed income restructure for the Pension 

Trust. Staff will be proposing a fixed income manager framework that seeks to achieve 

material improvements in return potential and diversification without increasing 

plan-level risk within the next couple of months for the board’s consideration.      

 

Private Equity – Mr. Schulz updated the board on private equity. RIO personnel have 

spent considerable time and resources working to optimize the SIB’s projected private 

equity portfolio. Because of these efforts, staff became aware that Adams Street 

provides different levels of transparency to different types of clients. Adams Street 

has signed confidentiality agreements with their underlying general partners; thus, 

Adams Street is mandated to limit information to investors subject to FOIA or similar 

open records laws. Adams Street is concerned that North Dakota’s confidentiality 

provisions may be inadequate, and unable to protect confidential information if 

contested by a third party despite numerous conversations between RIO personnel, Ms. 

Murtha, and Adams Street’s counsel. Adams Street is reducing the information that was 

previously provided to RIO personnel. After discussion,         

 

IT WAS MOVED BY TREASURER SCHMIDT AND SECONDED BY MR. TRENBEATH AND CARRIED BY A ROLL 

CALL VOTE TO PLACE ADAMS STREET PARTNERS ON THE WATCH LIST DUE TO THE TRANSPARENCY 

ISSUES. 

 

AYES: TREASURER SCHMIDT, MR. GESSNER, MS. TERNES, COMMISSIONER GAEBE, MS. SMITH, MR. 

BURTON, MR. SANDAL, MR. TRENBEATH, AND MR. OLSON 

NAYS: NONE 

MOTION CARRIED 

ABSENT: COMMISSIONER HAMM, LT. GOVERNOR WRIGLEY 

 

RIO personnel is recommending to temporarily pause future investments with Adams 

Street in order to revisit the private equity firms that were evaluated during the 

SIB’s 2015-16 private equity search. This does not include previous commitments.      

 

IT WAS MOVED BY MR. TRENBEATH AND SECONDED BY MS. SMITH AND CARRIED BY A ROLL CALL 

VOTE TO ACCEPT STAFF RECOMMENDATION AND TEMPORARILY PAUSE FUTURE INVESTMENTS WITH 

ADAMS STREET PARTNERS IN ORDER TO REVISIT THE PRIVATE EQUITY CANDIDATES EVALUATED 

DURING THE SIB’S PRIVATE EQUITY SEARCH TO DETERMINE IF THERE EXISTS A SUITABLE 

REPLACEMENT. 

 

AYES: MS. SMITH, MR. SANDAL, MR. OLSON, MR. GESSNER, MR. BURTON, MR. TRENBEATH, MS. 

TERNES, COMMISSIONER GAEBE, AND TREASURER SCHMIDT. 

NAYS: NONE 

MOTION CARRIED 

ABSENT: COMMISSIONER HAMM, LT. GOVERNOR WRIGLEY    

 

OTHER: 

 

The next meeting of the SIB Audit Committee is scheduled for November 17, 2016, at 

3:00 p.m. at Workforce Safety & Insurance, 1600 E Century Ave., Bismarck, ND. 

 

The next meeting of the SIB is scheduled for November 18, 2016, at 8:30 a.m. at 

Workforce Safety & Insurance, 1600 E Century Ave., Bismarck, ND. 
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ADJOURNMENT: 

 

With no further business to come before the SIB, Mr. Sandal adjourned the meeting at 

10:40 a.m. 

 

 

__________________________________  

Mike Sandal, Vice Chair 

State Investment Board  

 

 

___________________________________ 

Bonnie Heit 

Assistant to the Board 
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 SIB client assets grew by approximately 12% (or 
$1.27 billion) in the last year with the Legacy 
Fund creating the largest asset growth of $742 
million primarily due to tax collections. 

 The Legacy Fund generated a net investment 
gain of 10.18% for the year ended September 
31, 2016, exceeding its performance 
benchmark.  Since inception, the Legacy Fund 
has generated a net annualized return of 3.49% 
(over the last 5 years) exceeding the 
performance benchmark of 2.62%. 

 The Pension Trust posted a net return of 9.43%  
in the last year.  During the last 5-years, the 
Pension Trust generated a net annualized 
return of 9.44%, exceeding the performance 
benchmark of 8.83%. 

 The Insurance Trust generated a net return of 
7.04% in the last year.  During the last 5-years, 
the Insurance Trust posted a net annualized 
return of 5.79%, exceeding the performance 
benchmark of 4.38%. 

 SIB client assets exceeded $11.7 billion as of 
September 30, 2016, based on unaudited 
valuations. 

 Market Values  Market Values  Market Values 

Fund Name  as of 9/30/16 (1)  as of 6/30/16 (2)  as of 9/30/15  (1)

Pension Trust Fund 

Public Employees Retirement System (PERS) 2,548,430,036 2,459,388,086 2,297,953,486

Teachers' Fund for Retirement (TFFR) 2,144,533,865 2,082,183,640 1,986,019,289

Job Service of North Dakota Pension 92,671,408

City of Bismarck Employees Pension 85,179,534 82,441,003 78,265,663

City of Grand Forks Employees Pension 58,778,547 57,975,758 54,988,439

City of Bismarck Police Pension 35,180,238 33,983,598 34,180,733

Grand Forks Park District 5,834,315 5,720,245 5,736,838

City of Fargo Employees Pension 1,250

Subtotal Pension Trust Fund 4,877,936,536 4,721,692,330 4,549,817,105

Insurance Trust Fund  

Workforce Safety & Insurance (WSI) 1,860,023,835 1,832,104,203 1,722,726,573

Budget Stabilization Fund 578,309,532 575,918,381 575,697,144

PERS Group Insurance Account 37,239,691 37,715,356 36,093,259

City of Fargo FargoDome Permanent Fund 35,386,219 38,782,721 37,545,105

State Fire and Tornado Fund 24,853,937 24,091,203 22,737,348

Petroleum Tank Release Compensation Fund 7,214,431 7,149,512 7,176,956

State Risk Management Fund 6,208,850 6,534,801 6,116,849

State Risk Management Workers Comp Fund 5,680,663 5,516,177 5,614,318

ND Association of Counties (NDACo) Fund 4,167,501 4,048,863 3,836,386

State Bonding Fund 3,329,117 3,296,372 3,186,910

ND Board of Medicine 2,248,565 2,208,667 2,138,284

Insurance Regulatory Trust Fund 1,232,868 1,085,836 2,567,559

Bismarck Deferred Sick Leave Account 661,908 642,265 850,301

Cultural Endowment Fund 398,147 386,452 366,207

Subtotal Insurance Trust Fund 2,566,955,264 2,539,480,809 2,426,653,198

Legacy Trust Fund

Legacy Fund 4,070,189,950      3,809,485,177 3,328,631,897

PERS Retiree Insurance Credit Fund 105,505,466 101,623,224 92,663,350

Job Service of North Dakota Pension 96,325,192 96,588,333

ND Tobacco Prevention and Control Trust Fund 52,785,217 54,366,538 47,300,013

Total Assets Under SIB Management 11,769,697,625 11,323,236,410 10,445,065,563

(1)  9/30/16 and 9/30/15 market values are unaudited and subject to change.
(2)  6/30/16 market values as stated in the Comprehensive Annual Financial Report.
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Investment Performance Criteria :   
 

SIB clients should receive investment returns consistent with their investment policies and market variables (pursuant to Section 
D.3 of the SIB Governance Manual).  The “Ends” for investment performance is evaluated based on comparison of each client’s 
actual rate of return (net of fees), risk levels and risk adjusted returns, versus the client’s policy benchmark over 5 years.   
 
 

Pension Trust:   
 

Every Pension Trust client posted positive Excess Returns for the 3- and 5-year periods ended September 30, 2016.  For PERS, 
Excess Return approximated 0.66% and 0.60% over the last 3- and 5-year periods, respectively. For TFFR, Excess Return 
approximated 0.68% for the last 3-years and 0.77% for the last 5-years. 
 

For the 5-years ended September 30, 2016, PERS generated a net return of approximately 9.4%, while TFFR generated a net 
return of approximately 9.6%. U.S. Public Equity and Real Estate were the top two performers with net annualized returns of 17% 
and 13%, respectively, for the last 5-years.  World Equity and International Equity also performed well with annual returns  of 11% 
and 8%, while U.S. High Yield and Investment Grade Fixed Income generated returns of approximately 9% and 5%, respectively, 
over the last 5-years. Infrastructure underperformed long term expectations with (annualized) returns approximating 4.9% (since 
9/30/2011). Private Equity, Timber and International Debt were the three most disappointing asset classes with net annualized 
returns of 0.7%, 1.3% and 2.1%, respectively, for the last 5-years.   
 

For the 1-year period ended September 30, 2016, PERS and TFFR reported a net investment return of 9.4%, which outperformed 
their respective benchmarks by approximately 0.3%.   
 
 

Non-Pension Trust:   
 

Every Non-Pension Trust client generated positive Excess Return for the 5-years ended Sep. 30, 2016, while all but one Non-
Pension Trust client reported positive Risk Adjusted Excess Returns for the 5-years ended June 30, 2016 (with PERS Retiree 
Health Insurance Credit Fund as the lone exception). WSI generated net returns of  8.5% over the last year and 7.6% over the last 
5-years, both of which exceeded the performance benchmark. The Budget Stabilization Fund (BSF) also performed well and 
generated above benchmark returns of 1.9% over the last year and 2.0% over the last 5-years.  Risk, as measured by standard 
deviation, was within approved levels for all SIB clients for the five-years ended September 30, 2016.   
 
 

Actual asset allocations are within Target ranges and guidelines as confirmed by Callan Associates as of Sep. 30, 2016. 
 

Note:  Current year returns are unaudited and subject to change. 
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Returns:  Every Pension Trust client portfolio generated positive “Excess Return” and positive 
“Risk Adjusted Excess Return” for the  5-years ended September 30, 2016. 
 

Risk:  Every Pension Trust client investment portfolio was in compliance with prescribed risk 
levels (e.g. within 115% of the Policy Benchmark over the last 5-years). 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

PERS and TFFR net investment returns exceeded 9% for the 1- and 5-years ended Sep. 30, 2016.  
PERS generated 0.60% and TFFR posted 0.77% of positive “Excess Return” over the last 5-years. 

Note:  Current year returns are unaudited and subject to change. 

Current 

FYTD 1 Yr Ended 3 Yrs Ended 5 Yrs Ended

Risk

5 Yrs 

Ended

Risk Adj 

Excess 

Return

5 Yrs Ended

9/30/2016 9/30/2016 9/30/2016 9/30/2016 9/30/2016 9/30/2016

PERS

Total Fund Return - Net 3.68% 9.49% 6.12% 9.46% 5.7% 0.36%

Policy Benchmark Return 3.61% 9.21% 5.46% 8.85% 5.5%

Excess Return 0.07% 0.28% 0.66% 0.60% 103%

TFFR

Total Fund Return - Net 3.69% 9.43% 6.14% 9.64% 5.7% 0.42%

Policy Benchmark Return 3.52% 9.11% 5.45% 8.87% 5.5%

Total Relative Return 0.17% 0.32% 0.68% 0.77% 104%
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Risk Adjusted Excess 

Returns for the 5-

years ended Sep. 30, 

2016, were positive 

for all Pension Trust 

clients and generally 

exceeded 0.50% (or 

½ percent). 

Note:  Current year returns are unaudited and subject to change. 

Risk Adjusted Excess 

Return measures actual 

portfolio results versus a 

benchmark adjusted by its 

risk relative to a 

benchmark portfolio.  This 

metric is positive if excess 

returns are due to “smart” 

investment decisions or 

negative if driven by excess 

risk.  

Current FYTD 1 Yr Ended 3 Yrs Ended 5 Yrs Ended

Risk

5 Yrs Ended

Risk Adj 

Excess 

Return

5 Yrs Ended

9/30/2016 9/30/2016 9/30/2016 9/30/2016 9/30/2016 9/30/2016

BISMARCK EMPLOYEES PENSION

Total Fund Return - Net 3.33% 8.81% 5.91% 8.94% 5.0% 0.44%

Policy Benchmark Return 3.21% 8.70% 5.30% 8.25% 4.8%

Excess Return 0.12% 0.11% 0.61% 0.69% 103%

BISMARCK POLICE PENSION

Total Fund Return - Net 3.53% 9.06% 5.87% 9.24% 5.4% 0.44%

Policy Benchmark Return 3.48% 8.91% 5.27% 8.60% 5.3%

Excess Return 0.05% 0.15% 0.60% 0.65% 102%

JOB SERVICE PENSION PLAN

Total Fund Return - Net 0.92% 9.85% 6.36% 8.98% 4.6% 1.22%

Policy Benchmark Return 2.18% 7.38% 4.91% 7.37% 4.4%

Excess Return -1.27% 2.47% 1.45% 1.60% 104%

CITY OF GRAND FORKS PENSION PLAN

Total Fund Return - Net 3.61% 9.56% 6.07% 9.74% 5.9% 0.38%

Policy Benchmark Return 3.64% 9.61% 5.61% 9.22% 5.8%

Excess Return -0.03% -0.05% 0.47% 0.52% 101%

GRAND FORKS PARK DISTRICT PENSION PLAN

Total Fund Return - Net 3.51% 9.23% 6.37% 10.04% 5.9% 0.59%

Policy Benchmark Return 3.27% 9.03% 5.82% 9.39% 5.9%

Excess Return 0.24% 0.20% 0.55% 0.66% 101%
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Returns and Risk:  Every Non-Pension Trust client generated positive “Excess Return” and all but one Non-Pension 

Trust client generated positive “Risk Adjusted Excess Return” for the 5-years ended Sep. 30,  2016 (if applicable).  

These returns were achieved while adhering to reasonable risk levels which were consistentlly within 1% of policy 

levels.  Risk Adjusted Excess Return measures a portfolio’s excess return adjusted by its risk relative to a benchmark portfolio.  This metric 

is positive if returns are due to “smart” investment decisions or negative if driven by excess risk.   

Note:  Current year returns are unaudited and subject to change. 

Current 

FYTD 1 Yr Ended 3 Yrs Ended 5 Yrs Ended

Risk

5 Yrs 

Ended

Risk Adj 

Excess 

Return

5 Yrs 

LEGACY FUND 9/30/2016 9/30/2016 9/30/2016 9/30/2016 9/30/2016 9/30/2016

Net Investment Return 4.21% 10.18% 4.74% 3.49% 3.6% 0.53%

Policy Benchmark Return 3.35% 8.85% 3.92% 2.62% 3.2%

Excess Return 0.85% 1.34% 0.82% 0.87% OK

WSI

Total Fund Return - Net 2.82% 8.59% 6.15% 7.66% 3.5% 1.04%

Policy Benchmark Return 1.99% 7.08% 4.94% 5.74% 3.1%

Excess Return 0.83% 1.51% 1.21% 1.92% OK

BUDGET STABILIZATION FUND

Total Fund Return - Net 0.42% 1.97% 1.87% 2.03% 0.7% 0.78%

Policy Benchmark Return 0.01% 1.14% 0.89% 0.69% 0.5%

Excess Return 0.41% 0.83% 0.98% 1.34% OK
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SIB Client 

Commentary:   
 

The State Fire & 

Tornado Fund, 

State Bonding 

Fund, Insurance 

Regulatory Trust 

Fund, Petroleum 

Tank Release 

Compensation 

Fund, and State 

Risk Management 

Fund have all 

posted positive 

Risk Adjusted 

Excess Returns 

for the 5-years 

ended Sep. 30, 

2016, including 

Excess Returns of 

1.0% or more. 

Current 

FYTD 1 Yr Ended 3 Yrs Ended 5 Yrs Ended

Risk

5 Yrs 

Ended

Risk Adj 

Excess 

Return

5 Yrs Ended

9/30/2016 9/30/2016 9/30/2016 9/30/2016 9/30/2016 9/30/2016

FIRE & TORNADO FUND - $24 million

Total Fund Return - Net 3.20% 9.11% 6.03% 8.52% 4.3% 0.50%

Policy Benchmark Return 2.20% 7.44% 4.85% 6.59% 3.6%

Excess Return 1.00% 1.67% 1.18% 1.94% OK

STATE BONDING FUND - $3.3 million

Total Fund Return - Net 1.02% 4.32% 3.12% 3.31% 1.8% 0.96%

Policy Benchmark Return 0.30% 2.96% 2.26% 1.74% 1.5%

Excess Return 0.73% 1.36% 0.87% 1.58% OK

INSURANCE REGULATORY TRUST FUND ($1.1 million)

Total Fund Return - Net 2.59% 6.83% 4.29% 6.40% 3.6% 0.27%

Policy Benchmark Return 1.87% 5.66% 3.56% 5.15% 3.0%

Excess Return 0.71% 1.17% 0.73% 1.24% OK

PETROLEUM TANK RELEASE COMPENSATION FUND - $7.1 million

Total Fund Return - Net 0.94% 3.94% 2.84% 2.97% 1.6% 0.89%

Policy Benchmark Return 0.28% 2.72% 2.06% 1.59% 1.4%

Excess Return 0.66% 1.22% 0.78% 1.38% OK

STATE RISK MANAGEMENT FUND - $6.5 million

Total Fund Return - Net 2.74% 9.60% 6.94% 9.07% 4.0% 0.67%

Policy Benchmark Return 1.87% 8.01% 5.68% 6.91% 3.4%

Excess Return 0.86% 1.60% 1.26% 2.15% OK
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SIB Client 

Commentary: 

The State Risk 

Management 

Workers Comp. 

Fund, North Dakota 

Association of 

Counties, City of 

Bismarck Deferred 

Sick Leave Account, 

FargoDome 

Permanent Fund and 

Cultural Endowment 

Fund have all posted 

positive Risk 

Adjusted Excess 

Returns for the 5-

years ended June 30, 

2016, including 

Excess Returns of 1% 

or more. 

Note:  Current year returns are unaudited and subject to change. 

Current 

FYTD 1 Yr Ended 3 Yrs Ended 5 Yrs Ended

Risk

5 Yrs 

Ended

Risk Adj 

Excess 

Return

5 Yrs Ended

9/30/2016 9/30/2016 9/30/2016 9/30/2016 9/30/2016 9/30/2016

STATE RISK MANAGEMENT WORKERS COMP FUND - $5.5 million

Total Fund Return - Net 3.01% 10.26% 7.40% 9.99% 4.6% 0.73%

Policy Benchmark Return 2.22% 8.85% 6.18% 7.90% 4.0%

Excess Return 0.78% 1.41% 1.22% 2.09% OK

ND ASSOCIATION OF COUNTIES FUND (NDACo) - $4.0 million

Total Fund Return - Net 2.98% 8.53% 5.61% 7.74% 3.9% 0.43%

Policy Benchmark Return 1.95% 6.80% 4.44% 5.83% 3.2%

Excess Return 1.02% 1.74% 1.17% 1.91% OK

CITY OF BISMARCK DEFERRED SICK LEAVE ACCOUNT - $1 million

Total Fund Return - Net 3.12% 9.19% 6.10% 8.26% 4.1% 0.49%

Policy Benchmark Return 1.98% 7.21% 4.76% 6.08% 3.2%

Excess Return 1.13% 1.99% 1.34% 2.17% OK

FARGODOME PERMANENT FUND - $39 million

Total Fund Return - Net 4.23% 10.44% 6.53% 10.10% 5.9% 0.71%

Policy Benchmark Return 3.30% 8.91% 5.40% 8.41% 5.4%

Excess Return 0.91% 1.52% 1.13% 1.69% OK

CULTURAL ENDOWMENT FUND  $382,000

Total Fund Return - Net 3.96% 11.11% 7.70% 11.63% 6.1% 0.67%

Policy Benchmark Return 3.25% 9.98% 6.65% 9.85% 5.6%

Excess Return 0.70% 1.13% 1.05% 1.78% OK
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SIB Client Specific Commentary: 
 

The Board of Medical Examiners 

became an SIB client less than two 

years ago noting they were previously 

investing in Certificates of Deposit. 
 

Absolute returns for the PERS 

Retiree Health Insurance Credit 

Fund have been reasonable the last 

5-years (10%) but disappointing on a 

risk adjusted basis.(-0.74%).  We are 

re-examining SEI’s benchmarks and 

risk and return profile. 
 

RIO implemented a new asset 

allocation policy for PERS Group 

Insurance in late-2105 in attempt to 

enhance returns and lower fees.   

 

The Tobacco Prevention and 

Control Trust Fund became an SIB 

client on 9/30/15.  First year returns 

of 1.92% are 0.11% below the Policy 

Benchmark, but exceed their actual 

returns prior to becoming an SIB 

client (of 0.10% per annum). 

Note:  Current year returns are unaudited and subject to change. 

Current 

FYTD 1 Yr Ended 3 Yrs Ended 5 Yrs Ended

Risk

5 Yrs 

Ended

Risk Adj 

Excess 

Return

5 Yrs Ended

9/30/2016 9/30/2016 9/30/2016 9/30/2016 9/30/2016 9/30/2016

BOARD OF MEDICAL EXAMINERS - $2.2 million

Total Fund Return - Net 1.83% 5.23%

Policy Benchmark Return 1.17% 4.00%

Excess Return 0.65% 1.23%

PERS RETIREE HEALTH - $102 million

Total Fund Return - Net 3.62% 10.55% 6.21% 10.01% 6.6% -0.74%

Policy Benchmark Return 3.37% 10.08% 6.43% 9.85% 6.0%

Excess Return 0.25% 0.47% -0.22% 0.16% OK

PERS GROUP INSURANCE - $38 million

Total Fund Return - Net 0.06% 1.55% 0.52% 0.41% 0.5% 0.04%

Policy Benchmark Return 0.03% 1.58% 0.55% 0.36% 0.5%

Excess Return 0.02% -0.03% -0.02% 0.05% OK

TOBACCO CONTROL AND PREVENTION - $54 million

Total Fund Return - Net 0.32% 1.92%

Policy Benchmark Return 0.34% 2.03%

Excess Return -0.02% -0.11%
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PERS “gross” returns were ranked in the 36th percentile for the 5-years  
ended Sep. 30, 2016, based on Callan’s “Public Fund Sponsor Database”. 
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TFFR’s “gross” returns were ranked in the 30th percentile for the 5-years  
ended Sep. 30, 2016, based on Callan’s “Public Fund Sponsor Database”. 
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Pension Trust: 
 

1. Conduct annual investment performance and policy statement reviews for all Pension Trust clients; 

2. Implement asset allocation policy changes recently approved by the SIB client boards in a diligent, prudent and timely manner; 

3. Continue to review our overall fixed income allocation including our international debt, unconstrained bond and mortgage 

backed securities mandates in light of the long-anticipated raising interest rate environment; 

4. Complete board approved equity manager transitions (e.g. U.S. Small Cap, Private and International) while considering the merits 

of reverse inquiries relating to non-strategic, private strategies and implementing board approved litigation monitoring policies; and 

5. Implement de-risking strategies as approved by the SIB and SIB client boards (e.g. Job Service).    
 

Legacy and Insurance Trusts: 
 

1. Conduct annual investment performance & policy statement reviews (WSI, Legacy & Budget Stabilization are scheduled); 

2. Assist the SIB and Legacy and Budget Stabilization Advisory Board prepare for potential liquidity needs within the Budget 

Stabilization Fund while continuing a review of our fixed income strategies in light of the long-anticipated raising interest 

rate environment; and 

3. Complete board approved equity manager transitions while considering the merits of reverse inquiries relating to non-strategic, 

private strategies and implementing SIB approved litigation monitoring policy. 
 

Strategic Investment Plan: 
 

1. Remain steadfast in our commitment to continuing education (e.g. investment conferences and capital market updates) 

while raising awareness of other governance models (e.g. governance retreat in July of 2016); 

2. Enhance transparency and understanding of our core goals and beliefs by easing public website access while 

promoting the benefits of active management ($220 million for the 5-years ended June 30, 2016); 

3. Heighten employee engagement by promoting an open and collaborative work environment while improving 

compensation levels particularly for RIO team members with more than 15-to-25 years of service; 

4. Strengthen professional relationships with existing SIB clients, local organizations and legislative leaders; 

5. Enhance risk management by using proven institutional grade risk management tools (i.e. a robust risk management 

framework provides a foundation to understand downside risks and the ability to withstand market corrections); and 

6. Expand the efficient use of technology within RIO to enhance overall effectiveness while becoming fully staffed within 

our IT team.  



AGENDA ITEM III.B.

INFORMATIONAL 

TO: State Investment Board 

FROM: Chairman Wrigley 

DATE: November 17, 2016 

SUBJECT: SIB Update 

The following memo was created to highlight the key investment results of the SIB’s 
three largest clients including the Legacy Fund, PERS and TFFR. 



Legacy Fund Earnings Top 10% 
 

Strong performance in equities (up 13%), bonds (up 8%) and real assets (up 7%) drove the 
Legacy Funds Net Investment Return to approximate 10.2% for the 1-year ended 9/30/2016 
surpassing its Investment Policy Benchmark (of 8.8%).   
 

 
 

Since inception, the Legacy Fund generated $426 million of income with a Net Investment 
Return of 3.5% per annum noting the fund was largely invested in fixed income prior to mid-2014. 
Net income by fiscal year is shown in the chart below. For the 1 quarter ended Sep. 30, 2016, 
net investment income was $160 million (based on preliminary valuations which are unaudited).  
 

 
 
 

 

  

1 Yr Ended 3 Yrs Ended 5 Yrs Ended

LEGACY FUND 9/30/2016 9/30/2016 9/30/2016

Net Investment Return 10.2% 4.7% 3.5%

Investment Policy Benchmark 8.8% 3.9% 2.6%

Excess Return 1.3% 0.8% 0.9%
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Legacy Fund Asset Allocation: 
 

The current asset allocation is 
50% Equity, 35% Fixed Income 
and 15% Real Assets as 
approved by the State 
Investment Board and Legacy 
Fund Advisory Board. Asset 
allocation is the primary driver 
of investment results and used 
to determine the Investment 
Policy Benchmark. 
 



SIB Client Assets Double in 5-Years and Exceed $11.7 billion at 9/30/16 

 
 

 

Pension

Insurance

Legacy

Other

Pension Trust - 
41% 

Insurance Trust - 
22% 

Legacy Fund - 
35% 



 

PERS and TFFR Earnings Top 9% 
 

Net Investment Returns for the Public Employees Retirement System (PERS) and Teachers’ 
Fund for Retirement (TFFR) exceed 9.4% for the 1-year ended 9/30/2016. Strong performance 
in equities (up 11%), bonds (up 8%) and real assets (up 7%) were the primary drivers. PERS and 
TFFR Net Investment Returns for the 5-year ended 9/30/16/2016 also exceeded 9.4% and 
surpassed their respective Policy Benchmark Returns. 
 

  
 

Excess Return – Active management enhanced returns by 0.60% for PERS and 0.77% for 
TFFR (per annum) over the last 5-years. Successful active management occurs when our 
investment firms generate returns which exceed passive benchmarks such as the S&P 500. 
 

 

SIB Client Returns Exceed Performance Benchmarks over the last 5-years 
 

The SIB has been successful in using active management to increase investment income by 
$220 million over the last 5-years (after deducting investment fees). In order to determine if 
clients are receiving investment returns consistent with their written policies and market conditions, 
the SIB reviews each client’s actual and expected performance each quarter. An outside 
consultant also conducts a quarterly performance review to provide further assurance that reported 
results are being achieved while adhering to approved risk levels and actual asset allocation levels 
are consistent with stated targets. After conducting the above procedures, the Retirement and 
Investment Office notes that every client generated actual investment returns which exceeded their 
respective performance benchmarks for the 5-years ended September 30, 2016. It is important to 
note these above benchmark results were achieved while adhering to client approved risk levels. 
 

 

Legacy Fund Growth Enhances Fee Savings Initiatives by $20 million/year 
 

The growth of the Legacy Fund had played an important role in improving SIB’s ability to reduce 
investment fees. During the last three years, management fees have declined from 0.65% to less 
than 0.45% of assets. Based on $10 billion of assets, this translates into $20 million of annual 
fee savings (e.g. $10 billion x 0.20% = $20 million/year).  

1 Yr Ended 3 Yrs Ended 5 Yrs Ended

9/30/2016 9/30/2016 9/30/2016

PERS

Net Investment Return 9.49% 6.12% 9.46%

Policy Benchmark Return 9.21% 5.46% 8.85%

Excess Return 0.28% 0.66% 0.60%

TFFR

Net Investment Return 9.43% 6.14% 9.64%

Policy Benchmark Return 9.11% 5.45% 8.87%

Excess Return 0.32% 0.68% 0.77%
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1 Third Quarter 2016 Knowledge. Experience. Integrity. 

Agenda 

● Review economic and market environment for periods ended September 30, 2016  

● Pension Trust Quarterly Review 
– Results and Observations 

● Insurance Trust Quarterly Review 
– Results and Observations 
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-10%

-8%

-6%

-4%

-2%

0%

2%

4%

6%

8%

Quarterly Real GDP Growth (20 Years) 

U.S. Economy 

● The first estimate of third quarter GDP came out up 2.9%, an increase from a second quarter 

reading of 1.4%. 

● September headline inflation rose 1.5% over the trailing twelve months. Core CPI increased 2.2%.  

● September unemployment was  5.0% (up 0.1% from June) and the labor force participation rate 

increased to 62.9% (up 0.2%).  

● The Fed maintained a target rate of 0.25% - 0.50%. 

Periods Ending September 30, 2016 

Source: Bureau of Labor Statistics 
Source: Bureau of Economic Analysis 
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Days to Fill Vacant Jobs 
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Available Labor per Job Opening 
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Employment Market Dynamics Leading to Wage Growth 



6 Third Quarter 2016 Knowledge. Experience. Integrity. 

Inflation 

● While headline inflation has been benign as a result of a strong dollar and falling oil prices – 

recent data shows an acceleration.  

● Wage growth is hitting new highs and unemployment is very low. 
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Global Rate Expectations and Current Environment 

Sources: JP Morgan, Guide to the Markets, September 30, 2016. Bank of America / Merrill Lynch Global Government Bond Index  

* Target policy rates for Japan are estimated using EuroYen        

3-month futures contracts less a 6 bps risk premium.  
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Asset Class Performance 

for Periods Ended September 30, 2016

Periodic Table of Investment Returns
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Recent U.S. Equity Performance 

● Defensive sectors with high dividend yields (Consumer Staples, Utilities, Telecoms) outperformed 

until the end of June then retraced as Treasuries rose and investors became more confident that 

the Fed would increase rates in December. 

Source: JPM Guide to the Markets, September 30, 2016 

Note: Cyclicals include Consumer Discretionary, IT, Industrials, Financials and Materials 
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U.S. Equity Returns 

Periods Ending September 30, 2016 

● The RU 1000 was up 4.0% - Information Technology (+12.6%) and Financials (+6.7%) were the 

best performing sectors. 

● The RU 2000 was up 9.0% - Information Technology (+16.2%) and Health Care (+13.5%) were 

the best performing sectors. 

● Best performing sectors through June underperformed in third quarter - Utilities (-5.6%); Telecom 

(-4.7%) Consumer Staples (-2.5%). 
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Source: Barrow Hanley Quarterly Benchmark Review 
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U.S. Equity Style Returns 

● Last Quarter: Small cap and growth outperformed 

● Last Year: Size mixed; value outperformed 

Periods Ending September 30, 2016 

Represents 3 best 
performing asset 
classes in time period 

Represents 3 worst 
performing asset 
classes in time period 

Represents 3 middle 
performing asset 
classes in time period 

Large Cap Core is represented by the Russell 1000 Index, Large Cap Value is represented by the Russell 1000 Value Index and Large Cap Growth is represented by the Russell 1000 Growth Index. 

Mid Cap Core is represented by the Russell Midcap Index, Mid Cap Value is represented by the Russell Midcap Value Index and Mid Cap Growth is represented by the Russell Midcap Growth Index. 

Small Cap Core is represented by the Russell 2000 Index, Small Cap Value is represented by the Russell 2000 Value Index and Small Cap Growth is represented by the Russell 2000 Growth Index. 
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3Q 2016 Annualized 1 Year Returns
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Regional Quarterly Performance (U.S. Dollar)

6.91%

6.29%

9.03%

5.40%

8.60%

8.18%

International Equity Returns 

● Best performing region was emerging 

markets (+9.0%).  

● The yen (+1.3%) and the euro (+1.2%) 

strengthened and the pound weakened   

(-2.8%) vs the dollar. The yen has risen 

almost 20% year to date. 

● Materials was the top performing and 

Health Care the worst performing sector. 
Source: Barrow Hanley Quarterly Benchmark Review 

Source: MSCI  

*Euro returns from 1Q99. German mark prior to 1Q99. 

Source: MSCI 

Periods Ending September 30, 2016 
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Yield Curve Changes 

● Treasury yields rose across all segments of the curve, most notably at the short end where 

increases were greatest. The yield on the 2-year increased 19 bps and the 5-year increased 13 

bps. 

● Breakeven inflation edged higher on healthy core inflation figures and stable oil prices. 

● Worldwide, rates remain low as Japan and the ECB contemplate additional stimulus measures. 

Periods Ending September 30, 2016 

Source: Bloomberg Source: U.S. Department of the Treasury 
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Periods Ending September 30, 2016 

Total Rates of Return by Bond Sector 

Source: Barclays 

BB Barclays:Aggregate Idx
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Absolute Returns for Quarter ended September 30, 2016
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● Rising rates coupled with tightening spreads led the Aggregate to a muted return (+0.5%). 

● Best performing sector of the Aggregate was investment grade credit (+1.2%). 

● High yield gained 5.6% on spread narrowing of 114 bps.  

● Treasury Inflation Protected Securities (TIPS) outperformed Treasuries on rising inflation 

expectations producing the highest excess return vs like-duration Treasuries (+5.8%). 
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Real Estate 
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Consolidated Pension Trusts 
Quarterly Review 

• Public Employees Retirement 
System 

• Teachers’ Fund for Retirement 
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Consolidated Pension Trust  Allocation 

As of September 30, 2016 

Actual Asset Allocation

Domestic Equity
22%

Domestic Fixed Income
18%

International Equity
16%

Int'l Fixed Income
5%

Global Real Estate
11%

World Equity
17%

Private Equity
3%

Timber
3%

Infrastructure
4%

Cash Equivalents
1%

Target Asset Allocation

Domestic Equity
21%

Domestic Fixed Income
18%

International Equity
14%

Int'l Fixed Income
5%

Global Real Estate
11%

World Equity
16%

Private Equity
7%

Timber
3%

Infrastructure
5%

Cash Equivalents
1%

$000s Weight Percent $000s
Asset Class Actual Actual Target Dif f erence Dif f erence
Domestic Equity       1,095,505   22.5%   21.0%    1.5%          71,144
Domestic Fixed Income        864,656   17.7%   17.8% (0.1%) (3,612)
International Equity         766,044   15.7%   14.3%    1.4%          68,503
Int'l Fixed Income         261,268    5.4%    5.4%    0.0% (2,139)
Global Real Estate         529,785   10.9%   10.5%    0.4%          17,604
World Equity         806,126   16.5%   16.0%    0.5%          25,660
Priv ate Equity         156,021    3.2%    6.5% (3.3%) (161,043)
Timber         152,589    3.1%    3.0%    0.1%           6,252
Inf rastructure         213,935    4.4%    5.0% (0.6%) (29,960)
Cash Equiv alents          31,982    0.7%    0.5%    0.2%           7,593
Total       4,877,911  100.0%  100.0%
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PERS Allocation 

As of September 30, 2016 

Actual Asset Allocation

Domestic Equity
22%

Domestic Fixed Income
18%

International Equity
16%

Intl Fixed Income
5%

Real Estate
11%

World Equity
17%

Private Equity
3%

Timber
3%

Infrastructure
4%

Cash & Equivalents
1%

Target Asset Allocation

Domestic Equity
21%

Domestic Fixed Income
18%

International Equity
14%

Intl Fixed Income
5%

Real Estate
11%

World Equity
16%

Private Equity
7%

Timber
3%

Infrastructure
5%

$000s Weight Percent $000s
Asset Class Actual Actual Target Dif f erence Dif f erence
Domestic Equity         568,370   22.3%   20.6%    1.7%          43,396
Domestic Fixed Income        448,419   17.6%   18.0% (0.4%) (10,296)
International Equity         403,486   15.8%   14.4%    1.4%          36,515
Intl Fixed Income         130,467    5.1%    5.0%    0.1%           3,046
Real Estate         289,571   11.4%   11.0%    0.4%           9,245
World Equity         423,239   16.6%   16.0%    0.6%          15,492
Priv ate Equity          78,273    3.1%    7.0% (3.9%) (100,116)
Timber          77,076    3.0%    3.0%    0.0%             623
Inf rastructure         108,228    4.2%    5.0% (0.8%) (19,193)
Cash & Equiv alents          21,287    0.8%    0.0%    0.8%          21,287
Total       2,548,416  100.0%  100.0%
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PERS Performance and Attribution 

1 Year Ended 9/30/16 

Gross: 9.79% 

Net of fees: 9.49% 

Target: 9.21% 

Net Added: 0.28% 

As of September 30, 2016 

One Year Relative Attribution Effects

(0.6%) (0.4%) (0.2%) 0.0% 0.2% 0.4% 0.6% 0.8%

Domestic Equity

Domestic Fixed Income

Real Estate

Infrastructure

Timber

International Equity

International Fixed Inc.

Private Equity

World Equity

Cash & Equivalents

Total

Manager Effect Asset Allocation Total

One Year Relative Attribution Effects

Effective Effective Total
Actual Target Actual Target Manager Asset Relative

Asset Class Weight Weight Return Return Effect Allocation Return

Domestic Equity 22% 21% 14.65% 15.11% (0.11%) 0.04% (0.07%)
Domestic Fixed Income 18% 17% 7.17% 7.41% (0.06%) (0.04%) (0.09%)
Real Estate 11% 10% 10.81% 9.22% 0.18% (0.03%) 0.15%
Infrastructure 5% 5% 2.14% 1.22% 0.05% 0.03% 0.08%
Timber 3% 5% 4.32% 3.28% 0.05% 0.07% 0.12%
International Equity 15% 15% 12.60% 8.90% 0.56% (0.04%) 0.52%
International Fixed Inc. 5% 5% 11.91% 11.67% 0.01% (0.01%) (0.00%)
Private Equity 3% 5% (5.77%) (5.77%) 0.00% 0.20% 0.20%
World Equity 16% 16% 9.45% 11.36% (0.30%) (0.03%) (0.33%)
Cash & Equivalents 1% 1% 0.39% 0.27% 0.00% 0.01% 0.01%

Total = + +9.79% 9.21% 0.37% 0.20% 0.57%
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PERS Performance and Attribution 

6 ¼ Years Ended 9/30/16 

Gross: 9.43% 

Net of fees: 9.08% 

Target: 8.63% 

Net Added: 0.45% 

As of September 30, 2016 

Six and One-Quarter Year Annualized Risk vs Return
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Squares represent membership of  the CAI Public Fund Sponsor Database

35th percentile vs 

Public Fund DB 

Six and One-Quarter Year Annualized Relative Attribution Effects

Effective Effective Total
Actual Target Actual Target Manager Asset Relative

Asset Class Weight Weight Return Return Effect Allocation Return

Domestic Equity 27% 26% 15.26% 14.82% 0.05% 0.10% 0.15%
Domestic Fixed Income 20% 19% 6.34% 4.99% 0.22% (0.04%) 0.18%
Real Estate 9% 9% 15.07% 12.16% 0.22% 0.01% 0.23%
Timber 4% 4% - - (0.23%) (0.04%) (0.27%)
Infrastructure 3% 4% - - 0.14% 0.08% 0.22%
Interntional Equity 16% 16% 7.48% 5.10% 0.36% (0.06%) 0.30%
International Fixed Inc. 5% 5% 4.49% 2.77% 0.09% (0.01%) 0.08%
Private Equity 4% 5% 2.92% 2.92% 0.00% (0.02%) (0.02%)
World Equity 10% 11% - - (0.02%) (0.04%) (0.06%)
Cash & Equivalents 1% 1% 0.14% 0.11% 0.00% (0.02%) (0.01%)

Total = + +9.43% 8.63% 0.84% (0.04%) 0.79%
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Asset class composite results 

● Public market asset classes are all above their respective medians except cash. 
– Many “cash” funds have exposure to higher return and risk strategies (i.e. credit and longer duration)  than NDSIB does. 

● U.S. equity, U.S. fixed income and real estate returns are all in the top quartile. 

PERS’ results vs other Public Funds 

Total Asset Class Performance

Six and One-Quarter Years Ended September 30, 2016
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(28)

(28)
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(27)

(82)

(15)

(100)

(63)(77)

10th Percentile 15.37 6.06 8.21 4.92 15.48 0.87
25th Percentile 15.04 5.04 7.57 4.52 13.55 0.67

Median 14.68 4.37 6.79 4.03 12.60 0.30
75th Percentile 14.13 3.21 5.75 3.52 11.99 0.11
90th Percentile 13.53 2.56 4.19 1.95 11.68 0.07

Asset Class Composite 15.26 6.34 7.48 4.49 15.07 0.14

Composite Benchmark 14.82 4.99 5.10 2.77 9.19 0.10

Weighted

Ranking

17
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TFFR Allocation 

As of September 30, 2016 

Actual Asset Allocation

Domestic Equity
23%

Domestic Fixed Income
17%

International Equity
16%

Intl Fixed Income
6%

Real Estate
10%

World Equity
16%

Private Equity
3%

Timber
3%

Infrastructure
5%

Cash & Equivalents
0%

Target Asset Allocation

Domestic Equity
21%

Domestic Fixed Income
17%

International Equity
15%

Intl Fixed Income
6%

Real Estate
10%

World Equity
16%

Private Equity
6%

Timber
3%

Infrastructure
5%

Cash & Equivalents
1%

$000s Weight Percent $000s
Asset Class Actual Actual Target Dif f erence Dif f erence
Domestic Equity         488,446   22.8%   21.4%    1.4%          29,518
Domestic Fixed Income        369,209   17.2%   17.0%    0.2%           4,640
International Equity         341,192   15.9%   14.6%    1.3%          28,092
Intl Fixed Income         122,993    5.7%    6.0% (0.3%) (5,678)
Real Estate         222,029   10.4%   10.0%    0.4%           7,577
World Equity         352,972   16.5%   16.0%    0.5%           9,848
Priv ate Equity          71,846    3.4%    6.0% (2.6%) (56,825)
Timber          69,910    3.3%    3.0%    0.3%           5,575
Inf rastructure          96,901    4.5%    5.0% (0.5%) (10,325)
Cash & Equiv alents           9,025    0.4%    1.0% (0.6%) (12,420)
Total       2,144,524  100.0%  100.0%
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TFFR Performance and Attribution 

1 Year Ended 9/30/16 

Gross: 9.72% 

Net of fees: 9.43% 

Target: 9.11% 

Net Added: 0.32% 

As of September 30, 2016 

One Year Relative Attribution Effects

(0.6%) (0.4%) (0.2%) 0.0% 0.2% 0.4% 0.6% 0.8%

Domestic Equity

Domestic Fixed Income

Real Estate

Infrastructure

Timber

International Equity

International Fixed Inc.

Private Equity

World Equity

Cash & Equivalents

Total

Manager Effect Asset Allocation Total

One Year Relative Attribution Effects

Effective Effective Total
Actual Target Actual Target Manager Asset Relative

Asset Class Weight Weight Return Return Effect Allocation Return

Domestic Equity 23% 21% 14.61% 15.10% (0.12%) 0.06% (0.06%)
Domestic Fixed Income 17% 17% 7.08% 7.17% (0.03%) (0.04%) (0.07%)
Real Estate 11% 10% 10.81% 9.22% 0.16% (0.01%) 0.16%
Infrastructure 5% 5% 2.14% 1.22% 0.05% 0.01% 0.06%
Timber 4% 4% 4.32% 3.28% 0.05% 0.00% 0.05%
International Equity 15% 15% 12.31% 8.40% 0.59% (0.02%) 0.57%
International Fixed Inc. 5% 5% 11.91% 11.67% 0.01% (0.03%) (0.02%)
Private Equity 4% 5% (5.77%) (5.77%) 0.00% 0.20% 0.20%
World Equity 16% 16% 9.45% 11.36% (0.30%) (0.04%) (0.34%)
Cash & Equivalents 1% 1% 0.39% 0.27% 0.00% 0.06% 0.06%

Total = + +9.72% 9.11% 0.42% 0.18% 0.60%
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TFFR Performance and Attribution 

6 ¼ Years Ended 9/30/16 

Gross: 9.44% 

Net of fees: 9.09% 

Target: 8.36% 

Net Added: 0.73% 

As of September 30, 2016 

Six and One-Quarter Year Annualized Risk vs Return
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Squares represent membership of  the CAI Public Fund Sponsor Database

25th percentile vs 

Public Fund DB 

Six and One-Quarter Year Annualized Relative Attribution Effects

Effective Effective Total
Actual Target Actual Target Manager Asset Relative

Asset Class Weight Weight Return Return Effect Allocation Return

Domestic Equity 27% 26% 15.26% 14.81% 0.06% 0.09% 0.15%
Domestic Fixed Income 18% 17% 6.34% 4.97% 0.23% (0.02%) 0.21%
Real Estate 10% 10% 15.07% 12.16% 0.27% 0.03% 0.30%
Timber 4% 4% - - (0.23%) (0.01%) (0.23%)
Infrastructure 3% 4% - - 0.14% 0.10% 0.24%
International Equity 17% 17% 7.63% 5.26% 0.43% (0.02%) 0.41%
International Fixed Inc. 5% 5% 4.49% 2.77% 0.09% (0.02%) 0.08%
Private Equity 5% 5% 2.95% 2.95% 0.00% (0.01%) (0.01%)
World Equity 10% 11% - - (0.02%) (0.04%) (0.06%)
Cash & Equivalents 1% 1% 0.14% 0.11% 0.00% (0.00%) (0.00%)

Total = + +9.69% 8.61% 0.99% 0.10% 1.09%
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Asset Class Composite Results 

TFFR’s asset class results vs other Public Pension Funds 

● Public market asset classes are all above their respective medians except cash. 
– Many “cash” funds have exposure to higher return and risk strategies (i.e. credit and longer duration)  than NDSIB does. 

● U.S. equity and fixed income, international fixed income and real estate returns in top quartile. 

Total Asset Class Performance

Six and One-Quarter Years Ended September 30, 2016
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10th Percentile 15.37 6.06 8.21 4.92 15.48 0.87
25th Percentile 15.04 5.04 7.57 4.52 13.55 0.67

Median 14.68 4.37 6.79 4.03 12.60 0.30
75th Percentile 14.13 3.21 5.75 3.52 11.99 0.11
90th Percentile 13.53 2.56 4.19 1.95 11.68 0.07

Asset Class Composite 15.26 6.34 7.63 4.49 15.07 0.14

Composite Benchmark 14.81 4.97 5.26 2.77 9.20 0.11

Weighted

Ranking

16
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Consolidated Pension Trust: U.S. Equity 

● The Domestic Equity returns are above median and the target index for all time periods except 

the last quarter and 10 years ended September 30, 2016. 

As of September 30, 2016 

Performance vs Pub Pln- Domestic Equity (Gross)
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(65)
(28)

(34)

(54)

(19)

(54)

(11)

(55)

(9)

(34)

(89)

(50)

10th Percentile 3.14 3.96 5.77 11.61 11.94 8.07
25th Percentile 2.84 2.36 4.82 11.16 11.57 7.57

Median 2.63 0.84 4.06 10.62 10.93 7.18
75th Percentile 2.25 (0.99) 2.89 9.80 10.32 6.94
90th Percentile 1.76 (2.60) 1.46 8.75 9.62 6.30

Domestic Equity 2.43 1.98 5.26 11.57 12.10 6.34

Domestic
Equity Target 2.82 0.69 3.92 10.53 11.24 7.19
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● The Consolidated Pension Trust’s International Equity pool’s returns are above both those of the 

median manager and the target index over the 10-year period.  

Consolidated Pension Trust: International Equity 

As of September 30, 2016 

Performance vs Pub Pln- International Equity (Gross)
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10th Percentile 8.43 14.37 1.70 3.24 9.33 4.32
25th Percentile 7.36 11.98 0.71 2.27 8.32 3.77

Median 6.92 10.38 (0.43) 1.23 7.53 2.94
75th Percentile 6.53 8.22 (1.77) 0.34 6.61 1.99
90th Percentile 6.28 6.03 (3.02) (0.42) 5.26 0.53

International Equity 8.07 12.45 1.36 2.61 8.48 4.18

International
Equity Target 6.90 8.73 (1.63) 0.32 6.50 2.37



28 Third Quarter 2016 Knowledge. Experience. Integrity. 

Consolidated Pension Trust: U.S. Fixed Income 

● The Consolidated Pension Trust’s domestic fixed income program has outperformed the median 

manager and the benchmark for the trailing two-, three-, five- and 10-year periods. 

As of September 30, 2016 

Performance vs Pub Pln- Domestic Fixed (Gross)
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10th Percentile 2.07 7.92 4.75 5.07 5.26 6.34
25th Percentile 1.64 6.86 4.25 4.57 4.45 5.53

Median 0.94 5.74 3.88 4.09 3.73 5.08
75th Percentile 0.41 4.47 3.24 3.13 2.69 4.32
90th Percentile 0.19 3.56 2.95 2.63 2.28 3.83

Domestic
Fixed Income 2.39 7.11 4.84 5.54 6.36 6.00

Domestic Fixed
Income Target 1.79 7.27 4.20 4.41 4.51 5.74
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Consolidated Pension Trust: International Fixed Income 

● International Fixed Income exceeded the benchmark for the last three-, five-, and 10-year 

periods. 

As of September 30, 2016 

Performance vs Public Fund - International Fixed (Gross)
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10th Percentile 3.26 14.97 4.54 4.60 4.05 5.77
25th Percentile 1.76 12.47 3.82 4.18 3.62 5.60

Median 0.81 11.54 2.16 1.84 3.17 4.98
75th Percentile 0.72 8.13 1.13 0.65 1.80 4.38
90th Percentile 0.50 5.00 (2.19) 0.48 (0.38) 3.93

International
Fixed Income 1.47 11.90 1.48 1.84 2.44 5.38

International
Fixed Income Target 1.03 11.67 1.54 0.75 0.70 4.06



Consolidated Insurance Trust 
Quarterly Review 

• Workforce Safety & Insurance 
• Legacy Fund 
• Budget Stabilization Fund 
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Consolidated Insurance Trust Allocation 

As of September 30, 2016 

Target Asset Allocation

Large Cap
9%

Small Cap
3%

International Equity
7%

Domestic Fixed Income
43%Diversified Real Assets

11%

Real Estate
4%

Short Term Fixed Income
20%

Cash & Equivalents
3%

Actual Asset Allocation

Large Cap
9%

Small Cap
3%

International Equity
7%

Domestic Fixed Income
42%Diversified Real Assets

11%

Real Estate
5%

Short Term Fixed Income
20%

Cash & Equivalents
3%

$000s Weight Percent $000s
Asset Class Actual Actual Target Dif f erence Dif f erence
Large Cap         238,466    9.2%    9.3% (0.1%) (1,389)
Small Cap          81,007    3.1%    3.2% (0.1%) (1,524)
International Equity         177,629    6.9%    6.8%    0.1%           2,251
Domestic Fixed Income      1,088,475   42.2%   42.5% (0.3%) (7,639)
Div ersif ied Real Assets        271,775   10.5%   11.0% (0.5%) (11,924)
Real Estate         132,270    5.1%    4.3%    0.8%          21,370
Short Term Fixed Income        522,287   20.3%   20.3%    0.0% (1,268)
Cash & Equiv alents          67,181    2.6%    2.6%    0.0%             125
Total       2,579,090  100.0%  100.0%
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WSI Allocation 

As of September 30, 2016 

Target Asset Allocation

Large Cap Equity
12%

Small Cap Equity
4%

International Equity
9%

Domestic Fixed Income
53%

Diversified Real Assets
15%

Real Estate
6%

Cash & Equivalents
1%

Actual Asset Allocation

Large Cap Equity
12%

Small Cap Equity
4%

International Equity
9%

Domestic Fixed Income
53%

Diversified Real Assets
14%

Real Estate
7%

Cash & Equivalents
1%

$000s Weight Percent $000s
Asset Class Actual Actual Target Dif f erence Dif f erence
Large Cap Equity         221,313   11.9%   12.0% (0.1%) (1,890)
Small Cap Equity          73,739    4.0%    4.0%    0.0% (662)
International Equity         169,012    9.1%    9.0%    0.1%           1,610
Domestic Fixed Income        979,575   52.7%   53.0% (0.3%) (6,238)
Div ersif ied Real Assets        268,256   14.4%   15.0% (0.6%) (10,747)
Real Estate         132,205    7.1%    6.0%    1.1%          20,604
Cash & Equiv alents          15,922    0.9%    1.0% (0.1%) (2,678)
Total       1,860,023  100.0%  100.0%
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WSI Performance and Attribution 

As of September 30, 2016 

One Year Relative Attribution Effects

(0.5%) 0.0% 0.5% 1.0% 1.5% 2.0% 2.5%

Large Cap Equity

Small Cap Equity

Domestic Fixed Income

Real Estate

International Equity

Diversified Real Assets

Cash & Equivalents

Total

Manager Effect Asset Allocation Total

One Year Relative Attribution Effects

Ef f ectiv e Ef f ectiv e Total
Actual Target Actual Target Manager Asset Relativ e

Asset Class Weight Weight Return Return Ef f ect Allocation Return
Large Cap Equity 12% 12% 14.21% 14.93% (0.08%) (0.04%) (0.12%)
Small Cap Equity 4% 4% 17.37% 15.47% 0.07% 0.00% 0.07%
Domestic Fixed Income 53% 53% 7.94% 5.19% 1.44% (0.00%) 1.44%
Real Estate 7% 6% 9.83% 9.22% 0.04% 0.02% 0.06%
International Equity 9% 9% 10.18% 6.38% 0.33% (0.04%) 0.29%
Div ersif ied Real Assets 15% 15% 4.59% 4.33% 0.04% (0.00%) 0.04%
Cash & Equiv alents 1% 1% 0.17% 0.27% (0.00%) (0.01%) (0.01%)

Total = + +8.85% 7.08% 1.84% (0.07%) 1.77%

1 Year Ended 9/30/16 

Gross: 8.85% 

Net of fees: 8.59% 

Target: 7.08% 

Net Added: 1.51% 
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WSI Performance and Attribution 

As of September 30, 2016 

Six and One-Quarter Year Annualized Relative Attribution Effects

(0.5%) 0.0% 0.5% 1.0% 1.5% 2.0% 2.5%

Large Cap Equity

Small Cap Equity

Domestic Fixed Income

Real Estate

International Equity

Diversified Real Assets

Cash & Equivalents

Total

Manager Effect Asset Allocation Total

Six and One-Quarter Year Annualized Relative Attribution Effects

Ef f ectiv e Ef f ectiv e Total
Actual Target Actual Target Manager Asset Relativ e

Asset Class Weight Weight Return Return Ef f ect Allocation Return
Large Cap Equity 11% 11% 15.78% 15.08% 0.07% 0.04% 0.11%
Small Cap Equity 4% 4% 15.20% 13.76% 0.05% (0.01%) 0.04%
Domestic Fixed Income 52% 52% 6.48% 3.71% 1.45% (0.05%) 1.40%
Real Estate 6% 6% 17.12% 12.16% 0.29% 0.03% 0.32%
International Equity 7% 8% 7.59% 5.86% 0.14% (0.03%) 0.10%
Div ersif ied Real Assets 19% 19% 4.58% 5.13% (0.11%) (0.00%) (0.11%)
Cash & Equiv alents 1% 1% 0.17% 0.11% 0.00% 0.00% 0.00%

Total = + +8.11% 6.22% 1.90% (0.01%) 1.88%

6 ¼ Year Ended 9/30/16 

Gross: 8.11% 

Net of fees: 7.81% 

Target: 6.22% 

Net Added: 1.59% 
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Legacy Fund Allocation 

As of September 30, 2016 

Target Asset Allocation

Large Cap Equity
22%

Small Cap Equity
8%

International Equity
20%

Domestic Fixed Income
35%

Diversified Real Assets
10%

Real Estate
5%

Actual Asset Allocation

Large Cap Equity
21%

Small Cap Equity
8%

International Equity
20%

Domestic Fixed Income
34%

Diversified Real Assets
9%

Real Estate
6%

Cash & Equivalents
0%

$000s Weight Percent $000s
Asset Class Actual Actual Target Dif f erence Dif f erence
Large Cap Equity         873,301   21.5%   22.0% (0.5%) (22,140)
Small Cap Equity         335,594    8.2%    8.0%    0.2%           9,979
International Equity         817,674   20.1%   20.0%    0.1%           3,636
Domestic Fixed Income      1,396,414   34.3%   35.0% (0.7%) (28,153)
Div ersif ied Real Assets        383,439    9.4%   10.0% (0.6%) (23,580)
Real Estate         246,518    6.1%    5.0%    1.1%          43,008
Cash & Equiv alents          17,249    0.4%    0.0%    0.4%          17,249
Total       4,070,190  100.0%  100.0%



36 Third Quarter 2016 Knowledge. Experience. Integrity. 

Legacy Fund Performance and Attribution 

1 Year Ended 9/30/16 

Gross: 10.46% 

Net of fees: 10.18% 

Target: 8.84% 

Net Added: 1.34% 

As of September 30, 2016 

One Year Relative Attribution Effects

(1.0%) (0.5%) 0.0% 0.5% 1.0% 1.5% 2.0% 2.5%

Large Cap Equity

Small Cap Equity

Domestic Fixed Income

Real Estate

International Equity

Diversified Real Assets

Cash & Equivalents

Total

Manager Effect Asset Allocation Total

One Year Relative Attribution Effects

Ef f ectiv e Ef f ectiv e Total
Actual Target Actual Target Manager Asset Relativ e

Asset Class Weight Weight Return Return Ef f ect Allocation Return
Large Cap Equity 22% 22% 14.03% 14.93% (0.19%) (0.04%) (0.23%)
Small Cap Equity 8% 8% 17.50% 15.47% 0.14% 0.01% 0.15%
Domestic Fixed Income 35% 35% 7.98% 5.19% 0.97% (0.07%) 0.90%
Real Estate 6% 5% 9.69% 9.22% 0.02% (0.02%) 0.00%
International Equity 19% 20% 10.28% 6.38% 0.77% (0.05%) 0.72%
Div ersif ied Real Assets 10% 10% 6.68% 5.60% 0.11% (0.01%) 0.10%
Cash & Equiv alents 0% 0% 0.17% 0.17% 0.00% (0.02%) (0.02%)

Total = + +10.45% 8.84% 1.82% (0.21%) 1.61%



37 Third Quarter 2016 Knowledge. Experience. Integrity. 

Budget Stabilization Fund Allocation 

As of September 30, 2016 

Target Asset Allocation

Short Term Fixed Income
84%

BND CDs
14%

Cash & Equivalents
2%

Actual Asset Allocation

Short Term Fixed Income
84%

BND CDs
14%

Cash & Equivalents
3%

$000s Weight Percent $000s
Asset Class Actual Actual Target Dif f erence Dif f erence
Short Term Fixed Income        485,201   83.9%   83.9%    0.0% (1)
BND CDs          78,098   13.5%   13.7% (0.2%) (1,073)
Cash & Equiv alents          15,011    2.6%    2.4%    0.2%           1,074
Total         578,310  100.0%  100.0%



38 Third Quarter 2016 Knowledge. Experience. Integrity. 

Budget Stabilization Fund Overview 

As of September 30, 2016 

One Year Relative Attribution Effects

(0.2%) 0.0% 0.2% 0.4% 0.6% 0.8% 1.0% 1.2% 1.4%

BND CDs (0.00 )

(0.00 )

Short Term Fixed Income

0.96

0.96

Cash & Equivalents

(0.00 )

(0.00 )

Total

0.96

(0.00 )

0.96

Manager Effect Asset Allocation Total

One Year Relative Attribution Effects

Ef f ectiv e Ef f ectiv e Total
Actual Target Actual Target Manager Asset Relativ e

Asset Class Weight Weight Return Return Ef f ect Allocation Return
BND CDs 15% 15% 2.59% 2.59% 0.00% (0.00%) (0.00%)
Short Term Fixed Income83% 83% 2.03% 0.89% 0.96% 0.00% 0.96%
Cash & Equiv alents 2% 2% 0.18% 0.27% (0.00%) 0.00% (0.00%)

Total = + +2.09% 1.13% 0.96% (0.00%) 0.96%



39 Third Quarter 2016 Knowledge. Experience. Integrity. 

Budget Stabilization Fund Overview 

As of September 30, 2016 

Six and One-Quarter Year Annualized Relative Attribution Effects

0.0% 0.5% 1.0% 1.5% 2.0% 2.5%

BND CDs

0.43

0.26

0.69

Short Term Fixed Income

0.72

0.28

1.00

Cash & Equivalents

0.01

Total

1.16

0.54

1.70

Manager Effect Asset Allocation Total

Six and One-Quarter Year Annualized Relative Attribution Effects

Ef f ectiv e Ef f ectiv e Total
Actual Target Actual Target Manager Asset Relativ e

Asset Class Weight Weight Return Return Ef f ect Allocation Return
BND CDs 22% 16% 3.39% 1.43% 0.43% 0.26% 0.69%
Short Term Fixed Income74% 62% 2.01% 1.07% 0.72% 0.28% 1.00%
Cash & Equiv alents 4% 21% 0.17% 0.11% 0.00% 0.00% 0.01%

Total = + +2.28% 0.58% 1.16% 0.54% 1.70%



40 Third Quarter 2016 Knowledge. Experience. Integrity. 

Consolidated Insurance Trust: Domestic Equity 

● The fund has outperformed the benchmark and placed above median for the last two-, three-, 

five-, and seven-year periods. 

As of September 30, 2016 

Performance vs Pub Pln- Domestic Equity (Gross)

2%

4%

6%

8%

10%

12%

14%

16%

18%

20%

Fiscal YTD Last Last 2 Years Last 3 Years Last 5 Years Last 7 Years Last 10 Years
Year

(30)(32)

(34)(32)

(12)

(30)

(16)

(49)

(2)

(33)

(10)

(44)

(65)(52)

10th Percentile 5.95 16.06 8.23 10.88 16.84 13.85 8.13
25th Percentile 5.47 15.33 7.56 10.39 16.49 13.37 7.71

Median 4.93 14.50 6.95 9.83 16.09 13.03 7.30
75th Percentile 4.39 12.92 6.13 8.91 15.45 12.54 7.08
90th Percentile 3.83 11.34 4.83 7.80 14.74 11.86 6.51

Domestic Equity 5.35 15.06 8.11 10.67 17.71 13.83 7.19

Domestic
Equity Target 5.29 15.15 7.32 9.84 16.35 13.10 7.28



41 Third Quarter 2016 Knowledge. Experience. Integrity. 

Consolidated Insurance Trust: International Equity 

● The International Equity program has beaten the benchmark consistently over the past 10 years.  

As of September 30, 2016 

Performance vs Pub Pln- International Equity (Gross)

(10%)

(5%)

0%

5%

10%

15%

20%

Fiscal YTD Last Last 2 Years Last 3 Years Last 5 Years Last 7 Years Last 10 Years
Year

(5)

(89)

(51)

(88)

(16)

(73)

(27)

(73)

(11)

(60)

(24)

(72)

(67)
(80)

10th Percentile 8.43 14.37 1.70 3.24 9.33 6.33 4.32
25th Percentile 7.36 11.98 0.71 2.27 8.32 5.73 3.77

Median 6.92 10.38 (0.43) 1.23 7.53 4.84 2.94
75th Percentile 6.53 8.22 (1.77) 0.34 6.61 3.80 1.99
90th Percentile 6.28 6.03 (3.02) (0.42) 5.26 2.59 0.53

International Equity 9.18 10.17 1.09 2.21 9.23 5.75 2.39

International
Equity Target 6.29 6.38 (1.43) 0.43 7.36 4.05 1.46



42 Third Quarter 2016 Knowledge. Experience. Integrity. 

Consolidated Insurance Trust: Domestic Fixed Income 

● Fixed Income has been an exceptionally well-performing asset in the Insurance Trust, 

outperforming the benchmark in each of the measured time frames.  

 

As of September 30, 2016 

Performance vs Pub Pln- Domestic Fixed (Gross)

0%

1%

2%

3%

4%

5%

6%

7%

8%

9%

Fiscal YTD Last Last 2 Years Last 3 Years Last 5 Years Last 7 Years Last 10 Years
Year

(18)

(70)

(10)

(62) (3)

(44)

(3)

(53)

(5)

(67)

(3)

(69)

(5)

(65)

10th Percentile 2.07 7.92 4.75 5.07 5.26 6.55 6.34
25th Percentile 1.64 6.86 4.25 4.57 4.45 5.54 5.53

Median 0.94 5.74 3.88 4.09 3.73 4.82 5.08
75th Percentile 0.41 4.47 3.24 3.13 2.69 3.63 4.32
90th Percentile 0.19 3.56 2.95 2.63 2.28 2.90 3.83

Domestic
Fixed Income 1.85 7.93 5.25 5.84 6.09 7.06 6.42

Domestic Fixed
Inc. Target 0.46 5.19 4.06 4.03 3.08 4.10 4.79
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so. Advice pertaining to the merits of individual securities and derivatives should be discussed with a third party securities expert. Copyright 2016 by Callan
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Market Overview
Active Management vs Index Returns

Market Overview
The charts below illustrate the range of returns across managers in Callan’s Separate Account database over the most
recent one quarter and one year time periods. The database is broken down by asset class to illustrate the difference in
returns across those asset classes. An appropriate index is also shown for each asset class for comparison purposes. As an
example, the first bar in the upper chart illustrates the range of returns for domestic equity managers over the last quarter.
The triangle represents the S&P 500 return. The number next to the triangle represents the ranking of the S&P 500 in the
Large Cap Equity manager database.

Range of Separate Account Manager Returns by Asset Class
One Quarter Ended September 30, 2016

R
e
tu

rn
s

0%

2%

4%

6%

8%

10%

12%

14%

Large Cap Small Cap Non-US Domestic Non-US Real
Equity Equity Equity Fixed Income Fixed Income Estate

vs vs vs vs vs vs
S&P 500 Russell 2000 MSCI EAFE BB Barclays Aggr Citi Non-US Govt NCREIF Index

(66)

(25)

(62)

(84) (82)

(46)

10th Percentile 6.90 10.78 8.96 1.15 2.70 3.06
25th Percentile 5.60 9.04 7.80 0.94 2.11 2.48

Median 4.51 7.69 6.77 0.70 1.16 1.62
75th Percentile 3.41 6.44 5.77 0.52 0.87 1.05
90th Percentile 2.05 5.41 4.47 0.33 0.23 0.28

Index 3.85 9.05 6.43 0.46 0.59 1.77

Range of Separate Account Manager Returns by Asset Class
One Year Ended September 30, 2016
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(14) (35)

(62)
(83)

(27)

(53)

10th Percentile 16.19 19.80 13.33 6.72 14.15 16.94
25th Percentile 14.45 16.74 10.74 6.11 13.24 12.06

Median 12.15 13.49 7.94 5.65 11.41 9.34
75th Percentile 10.59 8.78 5.40 5.29 10.03 5.98
90th Percentile 8.32 5.40 3.92 4.96 5.53 (0.54)

Index 15.43 15.47 6.52 5.19 12.60 9.22
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Στιχκερ Σηοχκ  

ΠΡΙςΑΤΕ ΕΘΥΙΤΨ

Μαρκετσ mαινταινεδ 

ηεαλτηψ λιθυιδιτψ ιν τηε 

τηιρδ θυαρτερ. Πριϖατε 

εθυιτψ φυνδραισινγ φελλ, βυτ ψεαρ−το−

δατε νυmβερσ αρε ϖερψ χλοσε το λαστ 

ψεαρ�σ. Τηε νυmβερ οφ νεω βυψουτ 

ινϖεστmεντσ ινχρεασεδ σλιγητλψ, βυτ 

ϖεντυρε χαπιταλ ινϖεστmεντσ φελλ. Ανδ 

τηε ΙΠΟ ωινδοω φορ βυψουτσ ανδ ςΧ 

ρεmαινεδ οπεν, ιφ ϕυστ α χραχκ. 

 

Χαλm Αφτερ τηε Στορm   

ΝΟΝ−Υ.Σ. ΕΘΥΙΤΨ

Γλοβαλ στοχκ mαρκετσ ηιτ 

ηιγησ ασ ανξιετιεσ αβουτ 

τηε Βρεξιτ ϖοτε δωινδλεδ; 

εϖεν ευροζονε mαρκετσ διδ ωελλ 

ασ ιτ βεχαmε χλεαρ τηατ τηε Υ.Κ.�σ 

δεχισιον το λεαϖε τηε Ευροπεαν 

Υνιον ωουλδ νοτ βε χαταστροπηιχ. 

Χονσιστεντ ωιτη ινϖεστορσ� ρισκ−ον 

mενταλιτψ, εmεργινγ mαρκετσ ουτ−

παχεδ τηειρ δεϖελοπεδ πεερσ.

 

Χαν�τ Στοπ τηε Φεελινγ 

ΗΕDΓΕ ΦΥΝDΣ

Ηεδγε φυνδσ σηοωεδ 

mοδεστ ρετυρνσ δυρινγ 

τηε θυαρτερ, ωιτη εmεργ−

ινγ mαρκετσ τηε βεστ−περφορmινγ 

στρατεγψ. Χηοππψ mαρκετσ χαυγητ 

managed-futures funds a bit lat-
φοοτεδ. Ιν Χαλλαν�σ δαταβασε, τηε 

mεδιαν Χαλλαν Λονγ/Σηορτ Εθυιτψ 

ΦΟΦ (+4.26%) ουτπαχεδ τηε Χαλλαν 

Αβσολυτε Ρετυρν ΦΟΦ (+2.10%).

DΧ Παρτιχιπαντσ  

Σεεκ Χοϖερ

DΕΦΙΝΕD ΧΟΝΤΡΙΒΥΤΙΟΝ

DΧ πλαν βαλανχεσ ιν−

χρεασεδ 1.67% ιν τηε 

σεχονδ θυαρτερ, αχχορδ−

ινγ το τηε Χαλλαν DΧ Ινδεξ�. 

Αλτηουγη τηε Ινδεξ ροσε 1.90%, ταρ−

γετ δατε φυνδσ ουτπαχεδ ιτ, γαινινγ 

2.02%. Unusually, money lowed 
ουτ οφ DΧ πλανσ, βψ 23 βασισ ποιντσ, 

ρατηερ τηαν ιντο τηεm ασ τψπιχαλλψ 

ηαππενσ.

Ρετυρνσ Τακε α  

Συmmερ ςαχατιον

ΡΕΑΛ ΕΣΤΑΤΕ

Βοτη τηε ΝΧΡΕΙΦ Προπ−

ερτψ Ινδεξ (+1.77%) ανδ 

τηε ΝΧΡΕΙΦ Οπεν Ενδ 

Diversiied Core Equity Index 

(+1.83%) τυρνεδ ιν τηειρ ωορστ περ−

formances since the irst quarter of 
2010. Γλοβαλ ΡΕΙΤσ διδ βεττερ τηαν 

Υ.Σ. ΡΕΙΤσ; ωορριεσ οϖερ α Φεδ ρατε 

ηικε αππεαρεδ το βε στρονγερ τηαν 

τηε ποστ−Βρεξιτ φαλλουτ.

Wιτη α Λιττλε Ηελπ 

Φροm Μψ Φριενδσ

ΦΥΝD ΣΠΟΝΣΟΡ

Τηε σεχονδ θυαρτερ�σ 

ωορστ περφορmερ, ενδοω−

mεντσ ανδ φουνδατιονσ, 

βεατ οτηερ φυνδ τψπεσ ιν τηε τηιρδ 

θυαρτερ ωιτη α 3.69% γαιν. Λαστ 

θυαρτερ�σ χηαmπσ, χορπορατε φυνδσ, 

inished last. Surprisingly, small 
φυνδσ βεατ λαργε ανδ mεδιυm φυνδσ.

Κνοωλεδγε. Εξπεριενχε. Ιντεγριτψ.

Βροαδ Μαρκετ Θυαρτερλψ Ρετυρνσ 

Τηιρδ Θυαρτερ 2016

Cash (90-Day T-Bills)

U.S. Equity (Russell 3000)

Non-U.S. Equity (MSCI ACWI ex USA)

Emerging Equity (MSCI Emerging Markets)

U.S. Fixed (Bloomberg Barclays Aggregate)

Non-U.S. Fixed (Bloomberg Barclays Global ex US)

Real Estate (NCREIF Property)

Hedge Funds (CS HFI)

Commodities (Bloomberg)

Sources: Bloomberg Barclays, Bloomberg, Citigroup, Credit Suisse Hedge Index, Merrill Lynch, 

MSCI, NCREIF, Russell Investment Group

0.46%

1.03%

1.77%

1.74%

0.10%

-3.86%

4.40%

6.91%

9.03%

 

Σελλ ιν Μαψ? Νο Wαψ!    

Υ.Σ. ΕΘΥΙΤΨ

Τηε Σ&Π 500 Ινδεξ ηιτ α 

νεω ηιγη ανδ ροσε εϖερψ 

mοντη δυρινγ τηε τηιρδ 

θυαρτερ, ενδινγ υπ 3.85%. Σmαλλ 

χαπιταλιζατιον χοmπανιεσ ουτπερ−

φορmεδ λαργε χαπ (Ρυσσελλ 2000 

Ινδεξ +9.05% ϖσ. Ρυσσελλ 1000 

Ινδεξ +4.03%), ωηιλε γροωτη ουτ−

παχεδ ϖαλυε ιν αλλ χαπιταλιζατιονσ.

 

Οχτοβερ Συρπρισε 

ΕΧΟΝΟΜΨ

Ρεαλ ΓDΠ γρεω α συρπρισ−

ινγλψ στρονγ 2.9% ιν τηε 

τηιρδ θυαρτερ, τηε βεστ ρατε 

ιν τωο ψεαρσ. Βυτ τηε δαψσ οφ χον−

συmερσ δριϖινγ τηε εξπανσιον αρε 

λικελψ βεηινδ υσ, αλτηουγη ινϖεστ−

mεντσ ιν νονρεσιδεντιαλ χονστρυχ−

τιον ροσε αφτερ εαρλιερ ωεακνεσσ.

6
Π Α Γ Ε

2
Π Α Γ Ε

19
Π Α Γ Ε

 

Ηυτ, Ηυτ ... Ηικε!

Υ.Σ. ΦΙΞΕD ΙΝΧΟΜΕ

Τηε ψιελδ ον τηε βενχη−

mαρκ 10−ψεαρ Τρεασυρψ 

νοτε ηιτ α ρεχορδ λοω οφ 

1.37% ιν ϑυλψ, βυτ ενδεδ τηε τηιρδ 

θυαρτερ σλιγητλψ ηιγηερ. Ηιγη ψιελδ 

χορπορατεσ ωερε τηε στρονγεστ 

περφορmερ, ωηιλε Τρεασυριεσ ενδεδ 

τηε θυαρτερ ιν τηε ρεδ. Ινϖεστmεντ−

γραδε χορπορατε βονδ ισσυανχε σετ 

α ρεχορδ.

9
Π Α Γ Ε

4
Π Α Γ Ε

Γλοβε−Τροττινγ  

φορ Ψιελδ

ΝΟΝ−Υ.Σ. ΦΙΞΕD ΙΝΧΟΜΕ 

Σοϖερειγν βονδ mαρκετσ 

στρενγτηενεδ δυρινγ τηε 

τηιρδ θυαρτερ, ωιτη εmεργ−

ινγ mαρκετ βονδσ ουτmυσχλινγ τηε 

δεϖελοπεδ mαρκετσ ασ ινϖεστορσ 

σουγητ ψιελδ. Μαϕορ χυρρενχιεσ ωερε 

mιξεδ ασ τηε Βριτιση πουνδ συφφερεδ 

φολλοωινγ τηε Βρεξιτ. Ανδ τηερε ισ 

νοω οϖερ ∃12 τριλλιον οφ νεγατιϖε− 

ψιελδινγ δεβτ γλοβαλλψ.

15
Π Α Γ Ε

12
Π Α Γ Ε

20
Π Α Γ Ε

21
Π Α Γ Ε

17
Π Α Γ Ε

ΧΑΛΛΑΝ 
ΙΝΣΤΙΤΥΤΕ Χαπιταλ 

Μαρκετ  
Ρεϖιεω
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Οχτοβερ Συρπρισε 

ΕΧΟΝΟΜΨ |  ϑαψ Κλοεπφερ

Ρεαλ γροσσ δοmεστιχ προδυχτ (ΓDΠ) γρεω 2.9% ιν τηε τηιρδ θυαρ−

τερ, mυχη στρονγερ τηαν εξπεχτεδ, προϖιδινγ α πλεασαντ συρπρισε 

in a year illed with unpleasant ones. Third-quarter growth was 
βψ φαρ τηε στρονγεστ τηισ ψεαρ ανδ τηε βεστ θυαρτερλψ ρατε ιν τωο 

ψεαρσ. Περσοναλ χονσυmπτιον ηασ βεεν δριϖινγ γροωτη ιν τηε Υ.Σ. 

φορ τηε παστ σεϖεραλ ψεαρσ, βυτ ωηιλε χονσυmπτιον αχχουντεδ φορ 

half of the growth in the third quarter, its inluence weakened.

Οτηερ τηιρδ−θυαρτερ συρπρισεσ ινχλυδεδ: α ρεϖερσαλ ιν νονρεσιδεν−

tial ixed investment; continued growth in software and infor−
mατιον προχεσσινγ; αν υπτιχκ ιν φεδεραλ γοϖερνmεντ σπενδινγ; 

στρενγτη ιν εξπορτσ; ανδ α ρετυρν το ινϖεντορψ ινϖεστmεντ. Dραγσ 

χαmε φροm α δεχλινε ιν ρεσιδεντιαλ ινϖεστmεντ ανδ ωεακνεσσ ιν 

στατε ανδ λοχαλ γοϖερνmεντ σπενδινγ, αλονγ ωιτη αν ινχρεασε ιν 

ιmπορτσ, ωηιχη αρε α νεγατιϖε ιν τηε χαλχυλατιον οφ ΓDΠ.

Πολιτιχαλ ανδ εχονοmιχ σηοχκσ�Χηινα�σ ινδυστριαλ ρεχεσσιον, 

Βρεξιτ, τηε Υ.Σ. ελεχτιον�ηαϖε ινχρεασεδ υνχερταιντψ ανδ ηαm−

περεδ γλοβαλ γροωτη, mακινγ mανψ βυσινεσσεσ ινχρεασινγλψ ρισκ 

αϖερσε. Αδδ τηε υνχερταιντψ στεmmινγ φροm τηε γλοβαλ mονεταρψ 

πολιχψ εξπεριmεντ στιλλ υνδερωαψ�νοτ τηε λεαστ οφ ωηιχη ινϖολϖεσ 

τηε γυεσσινγ γαmε ρεγαρδινγ τηε Φεδ�σ ιντερεστ ρατε πολιχψ�ανδ 

εξπεχτατιονσ φορ Υ.Σ. γροωτη σουρεδ ασ τηε ψεαρ υνφολδεδ.

Real GDP came in very weak in the irst quarter and disappointed 
αγαιν ιν τηε σεχονδ, χοινχιδινγ ωιτη τηε Βρεξιτ ϖοτε ιν λατε ϑυνε 

ωηεν τηε Υ.Κ. χηοσε το λεαϖε τηε Ευροπεαν Υνιον. Χονσενσυσ 

εξπεχτατιονσ φορ τηε τηιρδ θυαρτερ ηαδ ΓDΠ γροωτη φαλλινγ βελοω 

2%, εϖεν διππινγ το 1.5% ασ ρεχεντλψ ασ Σεπτεmβερ. Ηοωεϖερ, 

τηε ϕοβ mαρκετ ρεmαινεδ σουνδ, χονσυmερ σεντιmεντ σταψεδ 

βυοψαντ, ανδ τηε αντιχιπατεδ τυρναρουνδσ ιν ινϖεντορψ ανδ νον−

residential ixed investment actually materialized.

Τηε δαψσ οφ χονσυmερ σπενδινγ δριϖινγ τηισ εξπανσιον αρε 

λικελψ βεηινδ υσ. Χονσυmπτιον σλοωεδ φροm α ροβυστ 4.3% γαιν 

ιν τηε σεχονδ θυαρτερ το 2.1% ιν τηε τηιρδ; τηισ ωιλλ λικελψ βε τηε 

νορm γοινγ φορωαρδ. Χονσυmερσ ενϕοψεδ α ρεαλ σηοτ ιν τηε αρm 

φροm στρονγ ϕοβ γαινσ φορ σεϖεραλ ψεαρσ ανδ α �διϖιδενδ� φροm 

λοω χοmmοδιτψ πριχεσ. Τηε Υ.Σ. εχονοmψ χρεατεδ αν αϖεραγε 

of 178,000 jobs per month through the irst three quarters of 
2016. Wηιλε σολιδ, τηισ ισ α δεχελερατιον φροm τηε 211,000 ρατε 

in the irst nine months of 2015. Although support from the job 
mαρκετ ανδ χοmmοδιτψ πριχεσ ισ ωανινγ, ηουσεηολδσ αρε στιλλ 

beneiting from increases in real wages, disposable incomes, 
ανδ ασσετ ϖαλυεσ. 

Highly anticipated reversals in inventory and nonresidential ixed 
ινϖεστινγ προϖιδεδ mεανινγφυλ γαινσ το τηε εχονοmψ ιν τηε τηιρδ 
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Υ.Σ. ΕΧΟΝΟΜΨ (Χοντινυεδ)

θυαρτερ. Τηε Υ.Σ. ηασ συφφερεδ τηρουγη αν εξτενδεδ ινϖεντορψ 

χορρεχτιον, χαυσινγ αν ουτσιζεδ ιmπαχτ ον οϖεραλλ γροωτη: ινϖεν−

τορψ χοντραχτιον χυτ 1.2% φροm ΓDΠ γροωτη ιν τηε σεχονδ θυαρ−

ter, the ifth straight quarterly hit. Inventory investment turned 
τηε χορνερ, αδδινγ 0.6% το τηιρδ−θυαρτερ ΓDΠ. Αφτερ α σιξ−θυαρτερ 

χολλαπσε, ινϖεστmεντ ιν mινινγ ανδ πετρολευm στρυχτυρεσ βεγαν 

το ρεϖιϖε ιν τηε τηιρδ θυαρτερ, ανδ τηε δριλλινγ ριγ χουντ βουνχεδ 

υπ φροm αν αλλ−τιmε λοω ιν τηε σεχονδ θυαρτερ. Τηισ ινϖεστmεντ ιν 

τηε ενεργψ σεχτορ, αλονγ ωιτη γαινσ ιν οτηερ τψπεσ οφ στρυχτυρεσ, 

pushed nonresidential ixed investment up 3.1%.

Σιmιλαρ γαινσ ελυδεδ ρεσιδεντιαλ χονστρυχτιον, ηοωεϖερ, ωηερε 

demand appears robust, but supply and inancing constraints 
αρε ηαmπερινγ τηε ρεχοϖερψ. Ρεαλ ρεσιδεντιαλ ινϖεστmεντ ηαδ 

been making progress for ive years, but fell 7.7% in the sec−

ονδ θυαρτερ ανδ 6.2% ιν τηε τηιρδ. Dεmανδ φορ ηουσινγ αππεαρσ 

το βε σολιδ, βυτ σαλεσ οφ βοτη εξιστινγ ανδ νεω ηοmεσ φελλ δυρ−

ινγ τηε τηιρδ θυαρτερ. Ποτεντιαλ ηοmεβυψερσ αρε στιλλ ηαmπερεδ 

by restricted access to mortgage inancing, and homebuilders 
ινχρεασινγλψ ρεπορτ χηαλλενγεσ το ηιρινγ χραφτ λαβορ φορ προϕεχτσ.

Τηε Φεδ ρεφραινεδ φροm ραισινγ ιντερεστ ρατεσ οϖερ τηε συmmερ, 

χονχερνεδ αβουτ εχονοmιχ υνχερταιντψ ανδ νεγατιϖε σεντιmεντ 

ιν τηε χαπιταλ mαρκετσ. Τηε mαρκετσ νοω εξπεχτ τηε Φεδ το ραισε 

τηε σηορτ−τερm φεδεραλ φυνδσ ρατε 25 βασισ ποιντσ ιν Dεχεmβερ, 

ανδ περηαπσ τωιχε mορε ιν 2017, βυτ τηεσε αρε φεωερ ινχρεασεσ 

τηαν πρεϖιουσλψ πρεδιχτεδ. Ιν αδδιτιον, τηε λονγ−τερm εθυιλιβριυm 

φεδεραλ φυνδσ ρατε ταργετ ηασ βεεν χυτ φροm 3% το 2.6%.

Αρε χεντραλ βανκσ αρουνδ τηε γλοβε ρυννινγ ουτ οφ αmmυνιτιον? 

Ρατηερ τηαν α δεαρτη οφ αmmυνιτιον, ιτ σεεmσ τηε εφφεχτιϖενεσσ 

οφ mονεταρψ πολιχψ ισ διmινισηινγ ανδ ωιτη ιτ τηε χρεδιβιλιτψ οφ χεν−

τραλ βανκσ. Αφτερ τηε Γρεατ Ρεχεσσιον, χεντραλ βανκερσ σηοωεδ 

α ρεmαρκαβλε ωιλλινγνεσσ το τρψ υνορτηοδοξ πολιχιεσ, ινχλυδινγ 

θυαντιτατιϖε εασινγ (ΘΕ) ανδ νεγατιϖε ιντερεστ ρατεσ. Βυτ περσισ−

τεντ βανκινγ προβλεmσ (παρτιχυλαρλψ ιν Ευροπε ανδ ϑαπαν) ηαϖε 

mαδε ΘΕ λεσσ εφφεχτιϖε, ασ χεντραλ βανκ φυνδσ αρε υσεδ το ρεβυιλδ 

bank balance sheets rather than for lending. In addition, tight is−

χαλ πολιχιεσ ηαϖε οφφσετ ποτεντιαλ γαινσ φροm mονεταρψ στιmυλυσ. 

Ανδ αλλ ρεγιονσ ηαϖε σεεν α δροπ ιν προδυχτιϖιτψ γροωτη, ρεδυχ−

ing the effectiveness of monetary or iscal stimulation. 

Τηε Λονγ−Τερm ςιεω  

2016

3ρδ Θτρ

Περιοδσ ενδεδ Dεχ. 31, 2015

Ινδεξ Ψεαρ 5 Ψρσ 10 Ψρσ 25 Ψρσ

U.S. Equity
Ρυσσελλ 3000 4.40 0.48 12.18 7.35 10.03

Σ&Π 500 3.85 1.38 12.57 7.31 9.82

Ρυσσελλ 2000 9.05 −4.41 9.19 6.80 10.50

Non-U.S. Equity
ΜΣΧΙ ΕΑΦΕ 6.43 −0.81 3.60 3.03 5.40

ΜΣΧΙ Εmεργινγ Μαρκετσ 9.03 −14.92 −4.80 3.61 �

Σ&Π εξ−Υ.Σ. Σmαλλ Χαπ 7.98 5.92 5.51 5.33 6.80

Φιξεδ Ινχοmε

Βλοοmβεργ Βαρχλαψσ Αγγ 0.46 0.55 3.25 4.51 6.15

90−Dαψ Τ−Βιλλ 0.10 0.05 0.07 1.24 2.93

Βλοοmβεργ Βαρχλαψσ Λονγ Γ/Χ 1.24 −3.30 6.98 6.45 8.08

Χιτι Νον−Υ.Σ. Γοϖερνmεντ 0.59 −5.54 −1.30 3.05 5.37

Ρεαλ Εστατε

ΝΧΡΕΙΦ Προπερτψ 1.77 13.33 12.18 7.76 8.05

ΦΤΣΕ ΝΑΡΕΙΤ Εθυιτψ −1.43 3.20 11.96 7.41 12.13

Αλτερνατιϖεσ

ΧΣ Ηεδγε Φυνδ 1.74 −0.71 3.55 4.97 �

Χαmβριδγε ΠΕ∗ � 8.50 12.41 11.50 15.59

Βλοοmβεργ Χοmmοδιτψ −3.86 −24.66 −13.47 −6.43 �

Γολδ Σποτ Πριχε −0.27 −10.46 −5.70 7.41 4.02

Inlation � ΧΠΙ−Υ 0.17 0.73 1.53 1.86 2.30

*Private equity data is time-weighted return for period. Most recent quarterly data not available.

Sources: Bloomberg Barclays, Bloomberg, Citigroup, Credit Suisse, FTSE, MSCI, 

NCREIF, Russell Investment Group, Standard & Poor’s, Thomson/Cambridge, Bureau of  

Economic Analysis.

Ρεχεντ Θυαρτερλψ Εχονοmιχ Ινδιχατορσ

3Θ16 2Θ16 1Θ16 4Θ15 3Θ15 2Θ15 1Θ15 4Θ14

Εmπλοψmεντ Χοστ�Τοταλ Χοmπενσατιον Γροωτη 2.3% 2.3% 1.9% 2.0% 2.0% 2.0% 2.6% 2.2%

Νονφαρm Βυσινεσσ�Προδυχτιϖιτψ Γροωτη 0.6%∗ −0.6% −0.6% −1.7% 2.0% 3.1% −0.8% −1.7%

ΓDΠ Γροωτη 2.9% 1.4% 0.8% 0.9% 2.0% 2.6% 2.0% 2.3%

Μανυφαχτυρινγ Χαπαχιτψ Υτιλιζατιον 75.0% 74.9% 75.3% 75.4% 75.6% 75.5% 75.5% 76.0%

Χονσυmερ Σεντιmεντ Ινδεξ (1966=100)  90.3  92.4  91.5  91.3  90.8  94.2  95.5  89.8 

*Estimate.

Sources: Bureau of  Economic Analysis, Bureau of  Labor Statistics, Federal Reserve, IHS Economics, Reuters/University of  Michigan.
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Wιτη α Λιττλε Ηελπ Φροm Μψ Φριενδσ 

ΦΥΝD ΣΠΟΝΣΟΡ |  Κιττψ Λιν

Ιν α σηαρπ σηιφτ φροm λαστ θυαρτερ, ενδοωmεντσ ανδ φουνδατιονσ 

τυρνεδ αρουνδ ανδ περφορmεδ βεττερ τηαν αλλ οτηερ ινστιτυτιοναλ 

φυνδ τψπεσ, ωιτη α mεδιαν +3.69% ρετυρν. Χορπορατε φυνδσ, 

λαστ θυαρτερ�σ βεστ περφορmερ, βρουγητ υπ τηε ρεαρ ατ +3.28%. 

Τηε mεδιαν ρετυρν φορ αλλ φυνδ τψπεσ ωασ +3.44%, αχχορδινγ το 

Χαλλαν�σ δαταβασε.

Ιντερεστινγλψ, τηε ρανκινγσ σηιφτεδ σλιγητλψ ωηεν λοοκινγ ατ τηε 

τοπ 10% οφ ρετυρνσ. Ενδοωmεντσ ανδ φουνδατιονσ στιλλ τοππεδ 

τηε λιστ (+4.25%), βυτ Ταφτ−Ηαρτλεψ φυνδσ ρανκεδ λαστ (+3.94%). 

Στιλλ, χορπορατε φυνδσ ανδ Ταφτ−Ηαρτλεψ φυνδσ ηαϖε δονε βεστ 

οϖερ λονγερ τιmε περιοδσ. Χορπορατεσ αρε ον τοπ οϖερ τηε λαστ 

15 ψεαρσ (+6.89% αννυαλιζεδ) ωηιλε Ταφτ−Ηαρτλεψ φυνδσ εδγεδ 

them out over the last ive years (+9.84%).

Τηε ουτπερφορmανχε φροm ενδοωmεντσ/φουνδατιονσ στεmmεδ 

φροm τηειρ �φριενδσ� ιν τηε στοχκ mαρκετ: νον−Υ.Σ εθυιτιεσ. Τηε 

ΜΣΧΙ ΑΧWΙ εξ−ΥΣΑ Ινδεξ γαινεδ 6.91% ιν τηε τηιρδ θυαρ−

τερ, χοmπαρεδ το +4.03% φορ τηε Ρυσσελλ 1000 Ινδεξ. Τηατ 

χαmε δεσπιτε τηε σηοχκ οφ τηε Υ.Κ.�σ Βρεξιτ ϖοτε το λεαϖε τηε 

Ευροπεαν Υνιον.

Τηε υνδερπερφορmανχε φροm χορπορατε φυνδσ στεmmεδ φροm 

higher allocations to U.S. ixed income; in fact, both U.S. and 
non-U.S. ixed income markets continued to show lacklus−

τερ περφορmανχε (Βλοοmβεργ Βαρχλαψσ Αγγρεγατε Ινδεξ: 

+0.46%, Χιτι Νον−Υ.Σ. Wορλδ Γοϖερνmεντ Βονδ Ινδεξ: 

+0.59%). Τηε δεχισιον οφ χεντραλ βανκσ ιν Ευροπε ανδ ϑαπαν 

νοτ το χυτ ρατεσ ανδ τηε υπχοmινγ Υ.Σ. ελεχτιον mαψ ηαϖε χον−

τριβυτεδ το τηε δισαπποιντινγ ρετυρνσ φορ βοτη ιν τηε θυαρτερ. Ασ 

ixed income markets look less attractive these days, corporate 
φυνδσ ινχρεασεδ τηειρ αλλοχατιον οφ χαση χοmπαρεδ το τηε πρεϖι−

ουσ θυαρτερ.

Βψ σιζε, ρετυρνσ ϖαριεδ mυχη λεσσ. Βοτη λαργε (mορε τηαν ∃1 

βιλλιον ιν ασσετσ) ανδ mεδιυm φυνδσ (∃100 mιλλιον το ∃1 βιλλιον) 

γαινεδ 3.43%, βυτ συρπρισινγλψ σmαλλ φυνδσ (λεσσ τηαν ∃100 mιλ−

λιον) ουτπαχεδ βοτη, ατ +3.47%. Οϖερ τηε λονγ ηαυλ λαργε φυνδσ 

ωερε τηε χηαmπσ, +7.05% οϖερ 15 ψεαρσ ϖερσυσ +6.58% φορ 

mεδιυm φυνδσ ανδ +6.35% φορ σmαλλ φυνδσ.

Χαλλαν Dαταβασε Μεδιαν Ρετυρνσ∗ φορ Περιοδσ ενδεδ Σεπτεmβερ 30, 2016

Φυνδ Σπονσορ Θυαρτερ ΨΤD Ψεαρ 3 Ψεαρσ 5 Ψεαρσ 10 Ψεαρσ 15 Ψεαρσ

Πυβλιχ Φυνδσ 3.43 6.65 9.63 6.12 9.30 5.66 6.72

Χορπορατε Φυνδσ 3.28 7.64 10.22 6.29 9.22 5.91 6.89

Ενδοωmεντσ/Φουνδατιονσ 3.69 6.13 8.81 4.99 8.52 5.39 6.54

Ταφτ−Ηαρτλεψ 3.32 6.49 9.45 6.74 9.84 5.58 6.26

*Returns less than one year are not annualized.

Source: Callan. Callan’s database includes the following groups: public deined beneit, corporate deined beneit, endowments/foundations, and Taft-Hartley plans. Approxi-

mately 10% to 15% of  the database constituents are Callan’s clients. All database group returns presented gross of  fees. Past performance is no guarantee of  future results. 

Reference to or inclusion in this report of  any product, service, or entity should not be construed as a recommendation, approval, ailiation, or endorsement of  such product, 

service, or entity by Callan.
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Χαλλαν Πυβλιχ Φυνδ Dαταβασε Αϖεραγε Ασσετ Αλλοχατιον (10 Ψεαρσ)

Source: Callan. Callan’s database includes the following groups: public deined beneit, corporate deined beneit, endowments/foundations, and Taft-Hartley plans. Approxi-

mately 10% to 15% of  the database constituents are Callan’s clients. All database group returns presented gross of  fees. Past performance is no guarantee of  future results. 

Reference to or inclusion in this report of  any product, service, or entity should not be construed as a recommendation, approval, ailiation, or endorsement of  such product, 

service, or entity by Callan.

*Latest median quarter return.

Note: charts may not sum to 100% due to rounding.

Source: Callan
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Source: Russell Investment Group 

Σελλ ιν Μαψ? Νο Wαψ!  

Υ.Σ. ΕΘΥΙΤΨ |  Μαρκ Wοοδ, ΧΦΑ 

Τηε Σ&Π 500 Ινδεξ χλιmβεδ το ιτσ αλλ−τιmε ηιγη οφ 2,193 ον 

August 15 and inished the quarter up 3.85%, ending in posi−
τιϖε τερριτορψ φορ τηε φουρτη θυαρτερ ιν α ροω. Τηε εαρλψ δαψσ οφ 

τηε θυαρτερ ωερε χηαραχτεριζεδ βψ α στρονγ ρεβουνδ ιν εθυιτψ 

mαρκετσ φολλοωινγ τηε λατε ϑυνε ϖοτε ιν τηε Υ.Κ. το λεαϖε τηε 

Ευροπεαν Υνιον (Βρεξιτ). Μαρκετ ϖολατιλιτψ (ασ mεασυρεδ βψ 

ςΙΞ) σπικεδ ιν τηε ιmmεδιατε αφτερmατη βυτ ρετρεατεδ ϕυστ 

ασ θυιχκλψ ασ ινϖεστορσ αβσορβεδ τηε σηοχκ. Τηε σωιφτ πιϖοτ, 

χουπλεδ ωιτη οπτιmισm οϖερ Υ.Σ. εχονοmιχ προσπεχτσ ανδ 

εασινγ φεαρσ ον Χηινα, λεδ το α ρισκ−ον ενϖιρονmεντ. ϑυλψ προ−

δυχεδ τηε στρονγεστ ρετυρνσ οφ τηε θυαρτερ αχροσσ mαρκετ χαπ−

ιταλιζατιονσ; Αυγυστ ανδ Σεπτεmβερ τραδεδ ιν α ναρροω (βυτ 

υλτιmατελψ ποσιτιϖε) ρανγε ασ mαρκετσ αντιχιπατεδ τηε Φεδ�σ 

ιντερεστ ρατε δεχισιον ιν mιδ−Σεπτεmβερ, ωηιχη ωασ το φορεγο 

α ρατε ηικε. Φορειγν δεϖελοπεδ mαρκετ ινδιχεσ ουτπερφορmεδ 

τηε Σ&Π 500 ανδ, χονσιστεντ ωιτη τηε θυαρτερ�σ ρισκ−ον τηεmε, 

εmεργινγ mαρκετσ ωερε τηε τοπ περφορmερσ.

Σιζε ωασ τηε σινγλε βιγγεστ δετερmιναντ οφ περφορmανχε. 

Σmαλλερ χοmπανιεσ διδ βεττερ�mιχρο, σmαλλ, ανδ mιδ−χαπι−

ταλιζατιον χοmπανιεσ ουτπαχεδ λαργε−χαπ στοχκσ (Ρυσσελλ 

Μιχροχαπ Ινδεξ: +11.25%, Ρυσσελλ 2000 Ινδεξ: +9.05%, 

Ρυσσελλ Μιδχαπ Ινδεξ: +4.52%, ανδ Ρυσσελλ 1000 Ινδεξ: 

+4.03%). Αδδιτιοναλλψ, αφτερ τωο στρονγ θυαρτερσ ϖαλυε υνδερ−

περφορmεδ γροωτη ιν αλλ χαπιταλιζατιονσ (Ρυσσελλ 2000 ςαλυε 

Ινδεξ: +8.87% ανδ Ρυσσελλ 2000 Γροωτη Ινδεξ: +9.22%). 

Τηε δισπερσιον ιν στψλε ρετυρνσ ωασ ναρροω αχροσσ mαρκετ 

χαπιταλιζατιονσ, ωιτη τηε ωιδεστ (110 βπσ) ιν λαργε χαπ (Ρυσσελλ 

1000 Γροωτη mινυσ Ρυσσελλ 1000 ςαλυε). Dεφενσιϖε ανδ 

ηιγη−διϖιδενδ ψιελδ εξποσυρεσ σολδ οφφ δυρινγ τηε τηιρδ θυαρτερ 

βυτ ηαϖε περφορmεδ ωελλ ψεαρ−το−δατε δυε το τηε ινχρεασεδ 

γλοβαλ εχονοmιχ υνχερταιντψ εαρλιερ ιν 2016. 

Russell 1000 Russell 2000

UtilitiesConsumer 

Staples

Health CareEnergyConsumer 

Discretionary

Materials & 

Processing

Producer 

Durables

Financial 

Services

Technology

13.2%

18.0%

5.2%

7.5%
9.0%

4.1%

10.4%

3.4%
5.0%

2.6%

12.2%

1.6%

13.6%

-2.7%
-1.9%

-5.3% -4.8%

4.2%

Εχονοmιχ Σεχτορ Θυαρτερλψ Περφορmανχε 

Note: As of  the fourth quarter of  2015, the Capital Market Review reports sector-speciic returns using the Russell Global Sectors (RGS) classiication system rather than the 

Global Industry Classiication Standard (GICS) system. RGS uses a three-tier classiication system containing nine sectors; GICS uses a four-tier system containing 11 sectors.
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Υ.Σ. ΕΘΥΙΤΨ (Χοντινυεδ)

Sector performance relected the shift in risk attitudes. Among 
τηε ωορστ−περφορmινγ σεχτορσ ιν τηε Σ&Π 500 δυρινγ τηε θυαρτερ 

ωερε Υτιλιτιεσ (−0.7%), Χονσυmερ Σταπλεσ (−0.7%), ανδ Τελεχοm 

(+1.0%)�αλλ σεχτορσ ασσοχιατεδ ωιτη λοωερ ϖολατιλιτψ ανδ ηιγηερ 

διϖιδενδ ψιελδσ. Αφτερ α στρονγ περφορmανχε ιν τηε σεχονδ θυαρ−

τερ, Ενεργψ ρετρεατεδ, ποστινγ α 1.9% λοσσ φορ τηε θυαρτερ. Τηε 

mορε γροωτη−οριεντεδ, ρισκ−ον σεχτορσ, Τεχηνολογψ (+7.9%) ανδ 

Ηεαλτη Χαρε (+4.9%), ωερε τηε τοπ περφορmερσ. Ιν α νεω δεϖελ−

οπmεντ, ΡΕΙΤσ ανδ οτηερ λιστεδ ρεαλ εστατε χοmπανιεσ ωερε 

εξτραχτεδ φροm τηε Φινανχιαλσ σεχτορ ανδ ελεϖατεδ το α νεω Ρεαλ 

Estate sector in the Global Industry Classiication Standard 
(ΓΙΧΣ). Τηε νεω σεχτορ, ρεπρεσεντινγ 3.1% οφ τηε Σ&Π 500, ηαδ 

a tough start, inishing down 2.1%.

Τηε Υ.Σ. εθυιτψ mαρκετ χοντινυεδ το ρισε, εϖεν ασ ινϖεστορ 

σεντιmεντ ωαϖερεδ βετωεεν ποσιτιϖε ανδ νεγατιϖε οϖερ τηε 

course of the quarter. Active managers continue to ind it a dif−
icult environment to outperform as macro factors dominated 
πριχε αχτιϖιτψ ανδ περφορmανχε ιν εθυιτψ mαρκετσ. 

  Large Cap Large Cap Small Cap  Small Cap
  Growth Style Value Style  Growth Style Value Style

 10th Percentile 8.20 5.87 12.32 9.71

 25th Percentile 6.29 4.81 10.46 8.60

 Median 5.28 3.78 7.85 7.64

 75th Percentile 4.18 3.20 6.83 6.26

 90th Percentile 2.45 2.03 5.69 5.52

   R1000 Growth R1000 Value  R2000 Growth  R2000 Value

 Benchmark  4.58 3.48 9.22 8.87

0%

5%

10%

15%

Χαλλαν Στψλε Γρουπ Θυαρτερλψ Ρετυρνσ
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Russell 1000 Growth Russell 1000Russell 1000 Value

16

Ρολλινγ Ονε−Ψεαρ Ρελατιϖε Ρετυρνσ  (ϖσ. Ρυσσελλ 1000)

U.S. Equity Index Characteristics as of September 30, 2016

Σ&Π 500 Ρυσ 3000 Ρυσ 1000 Ρυσ Μιδχαπ Ρυσ 2500 Ρυσ 2000

Νυmβερ οφ Ισσυεσ 507 2,955 994 794 2,459 1,961

Wτδ Αϖγ Μκτ Χαπ (∃βν) 134.8 112.6 121.7 12.6 4.0 1.8

Πριχε/Βοοκ Ρατιο 2.7 2.6 2.7 2.4 2.1 2.0

Φορωαρδ Π/Ε Ρατιο 16.9 17.4 17.2 18.9 19.2 19.8

Dιϖιδενδ Ψιελδ 2.1% 2.0% 2.0% 1.7% 1.6% 1.5%

5−Ψρ Εαρνινγσ (φορεχαστεδ) 12.5% 12.5% 12.5% 11.2% 12.0% 13.5%

Sources: Russell Investment Group, Standard & Poor’s.

Source: Russell Investment Group Sources: Callan, Russell Investment Group
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Χαλλαν Στψλε Μεδιαν ανδ Ινδεξ Ρετυρνσ∗ φορ Περιοδσ ενδεδ Σεπτεmβερ 30, 2016

Large Cap Equity Θυαρτερ ΨΤD Ψεαρ 3 Ψεαρσ 5 Ψεαρσ 10 Ψεαρσ 15 Ψεαρσ

Λαργε Χαπ Χορε Στψλε 4.55 5.71 12.77 10.64 16.13 7.39 7.80

Ρυσσελλ 3000 4.40 8.18 14.96 10.44 16.36 7.37 7.61

Ρυσσελλ 1000 4.03 7.92 14.93 10.78 16.41 7.40 7.48

Σ&Π 500 3.85 7.84 15.43 11.16 16.37 7.24 7.15

Λαργε Χαπ Γροωτη Στψλε 5.28 3.69 11.27 10.85 16.24 8.94 7.55

Ρυσσελλ 1000 Γροωτη 4.58 6.00 13.76 11.83 16.60 8.85 7.35

Λαργε Χαπ ςαλυε Στψλε 3.78 7.61 13.71 8.99 15.88 6.54 8.08

Ρυσσελλ 1000 ςαλυε 3.48 10.00 16.20 9.70 16.15 5.85 7.46

Mid Cap Equity Θυαρτερ ΨΤD Ψεαρ 3 Ψεαρσ 5 Ψεαρσ 10 Ψεαρσ 15 Ψεαρσ

Μιδ Χαπ Χορε Στψλε 4.98 7.80 11.05 9.88 16.81 8.65 10.96

Ρυσσελλ Μιδχαπ 4.52 10.26 14.25 9.70 16.67 8.32 10.44

Μιδ Χαπ Γροωτη Στψλε 4.05 4.30 6.98 6.98 14.55 8.62 9.53

Ρυσσελλ Μιδχαπ Γροωτη 4.59 6.84 11.24 8.90 15.85 8.51 9.66

Μιδ Χαπ ςαλυε Στψλε 4.82 9.73 13.35 9.30 16.62 8.48 10.99

Ρυσσελλ Μιδχαπ ςαλυε 4.45 13.72 17.26 10.49 17.38 7.89 10.72

Small Cap Equity Θυαρτερ ΨΤD Ψεαρ 3 Ψεαρσ 5 Ψεαρσ 10 Ψεαρσ 15 Ψεαρσ

Σmαλλ Χαπ Χορε Στψλε 7.62 10.07 14.32 8.51 17.63 8.55 11.31

Ρυσσελλ 2000 9.05 11.46 15.47 6.71 15.82 7.07 9.26

Σmαλλ Χαπ Γροωτη Στψλε 7.85 6.52 8.73 5.47 15.82 9.13 9.81

Ρυσσελλ 2000 Γροωτη 9.22 7.48 12.12 6.58 16.15 8.29 8.90

Σmαλλ Χαπ ςαλυε Στψλε 7.64 12.74 15.90 7.92 17.11 8.05 11.63

Ρυσσελλ 2000 ςαλυε 8.87 15.49 18.81 6.77 15.45 5.78 9.38

Smid Cap Equity Θυαρτερ ΨΤD Ψεαρ 3 Ψεαρσ 5 Ψεαρσ 10 Ψεαρσ 15 Ψεαρσ

Σmιδ Χαπ Χορε Στψλε 6.32 9.21 12.42 7.64 16.34 9.96 �

Ρυσσελλ 2500 6.56 10.80 14.44 7.77 16.30 7.95 10.07

Σmιδ Χαπ Γροωτη Στψλε 6.03 4.73 8.39 6.01 15.25 9.23 9.85

Ρυσσελλ 2500 Γροωτη 6.98 6.95 11.02 7.43 16.20 8.82 9.52

Σmιδ Χαπ ςαλυε Στψλε 6.39 12.17 14.71 7.37 16.23 8.56 11.41

Ρυσσελλ 2500 ςαλυε 6.18 14.51 17.68 8.05 16.29 6.92 10.17

Ρυσσελλ 3000 Σεχτορσ Θυαρτερ ΨΤD Ψεαρ 3 Ψεαρσ 5 Ψεαρσ 10 Ψεαρσ 15 Ψεαρσ

Χονσυmερ Dισχρετιοναρψ 3.50 4.52 8.99 9.57 19.01 10.11 �

Χονσυmερ Σταπλεσ −2.67 7.48 15.77 13.92 15.95 11.57 �

Ενεργψ 2.87 17.69 16.60 −4.26 4.72 3.84 �

Φινανχιαλ Σερϖιχεσ 5.44 4.35 10.18 9.69 17.97 0.87 �

Ηεαλτη Χαρε 2.40 0.92 9.82 14.21 20.52 10.82 �

Ματεριαλσ & Προχεσσινγ 4.98 16.18 25.84 7.17 14.12 6.94 �

Προδυχερ Dυραβλεσ 4.61 10.99 18.76 9.54 17.48 7.29 �

Τεχηνολογψ 13.49 13.07 22.76 16.28 17.08 10.27 �

Υτιλιτιεσ −5.31 17.12 21.88 11.87 12.44 7.07 �

*Returns less than one year are not annualized.

Sources: Callan, Russell Investment Group, Standard & Poor’s.

Υ.Σ. ΕΘΥΙΤΨ (Χοντινυεδ)
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Χαλm Αφτερ τηε Στορm 

ΝΟΝ−Υ.Σ. ΕΘΥΙΤΨ |  Ιρινα Συσηχη

Φολλοωινγ τωο ηιγηλψ ϖολατιλε θυαρτερσ, τηε τηιρδ θυαρτερ οφ 2016 

βυχκεδ τηε τρενδ�ϖολατιλιτψ ωασ εξχεπτιοναλλψ λοω ασ ινϖεστορσ 

αππεαρεδ χοmπλαχεντ αβουτ χοντινυεδ αχχοmmοδατιϖε χεντραλ 

βανκ πολιχιεσ ανδ στεαδψ, αλβειτ σλοω, εχονοmιχ γροωτη. Α ρισκ−

ον ραλλψ λεδ το στοχκ mαρκετ ηιγησ ασ ανξιετιεσ αβουτ τηε Υ.Κ.�σ 

Βρεξιτ ϖοτε το εξιτ τηε Ευροπεαν Υνιον δωινδλεδ.

Ιν τηισ ενϖιρονmεντ, τηε ΜΣΧΙ ΑΧWΙ εξ ΥΣΑ Ινδεξ ροσε 6.91%. 

Ιν χοντραστ το τηε πρεϖιουσ θυαρτερ, εχονοmιχαλλψ σενσιτιϖε σεχ−

τορσ φαρεδ βεστ, παρτιχυλαρλψ Ινφορmατιον Τεχηνολογψ (+15.50%) 

ανδ Ματεριαλσ (+12.56%). Ηεαλτη Χαρε ωασ τηε ονλψ σεχτορ ιν 

τηε ρεδ (−1.96%), αλτηουγη ιτσ δεφενσιϖε χουντερπαρτσ, Υτιλιτιεσ 

(+0.20%) ανδ Τελεχοmmυνιχατιονσ (+0.43%), φαλτερεδ ασ ωελλ. 

Χονσιστεντ ωιτη τηε θυαρτερ�σ ρισκ−ον τηεmε, εmεργινγ mαρκετσ 

(ΜΣΧΙ Εmεργινγ Μαρκετσ Ινδεξ: +9.03%) ουτπαχεδ τηειρ 

δεϖελοπεδ πεερσ (ΜΣΧΙ Wορλδ εξ ΥΣΑ Ινδεξ: +6.29%), εϖεν 

εξχλυδινγ Χαναδα (ΜΣΧΙ ΕΑΦΕ Ινδεξ: +6.43%). Τηε ΜΣΧΙ 

ΑΧWΙ εξ ΥΣΑ ςαλυε Ινδεξ (+7.79%) οϖερχαmε τηε ΜΣΧΙ 

ΑΧWΙ εξ ΥΣΑ Γροωτη Ινδεξ (+6.06%) for the irst time since 
τηε σεχονδ θυαρτερ οφ 2014. Σmαλλ−χαπ στοχκσ σηοτ υπ ιντο τηε 

βλαχκ (ΜΣΧΙ ΑΧWΙ εξ ΥΣΑ Σmαλλ Χαπ Ινδεξ: +7.91%), inish−

ινγ νεαρ τηε τοπ αmονγ mαϕορ νον−Υ.Σ. ινδιχεσ. 

Εθυιτψ mαρκετσ αχροσσ Ευροπε χρασηεδ φολλοωινγ τηε υνεξ−

πεχτεδ ϖοτε φορ Βρεξιτ βυτ ρεγαινεδ γρουνδ θυιχκλψ ασ ιτ βεχαmε 

χλεαρ τηατ τηε αφτερmατη οφ τηε ρεφερενδυm ωασ νοτ ιmmεδιατελψ 

χαταστροπηιχ. Βριτιση Πριmε Μινιστερ Dαϖιδ Χαmερον ρεσιγνεδ 

ανδ ωασ ρεπλαχεδ βψ Τηερεσα Μαψ, ωηο πλεδγεδ τηατ τηε Υ.Κ. 

ωουλδ γο τηρουγη ωιτη εξιτινγ τηε Ευροπεαν Υνιον, βυτ νοτ 

ηαστιλψ. Τηε Βανκ οφ Ενγλανδ σπρανγ ιντο αχτιον το συππορτ τηε 

εχονοmψ, ανδ τηε Ευροπεαν Χεντραλ Βανκ οφφερεδ ρεασσυρανχε 

τηατ ιτ τοο ωουλδ ωορκ το βολστερ γροωτη. Τηε ΜΣΧΙ Ευροπε 

Ινδεξ χλιmβεδ 5.40%, ωιτη τηε στρονγ περφορmερσ ινχλυδινγ 

Αυστρια (+16.66%), Γερmανψ (+10.01%), Σπαιν (+9.32%), τηε 

Νετηερλανδσ (+9.11%), ανδ εϖεν τηε Υ.Κ. (+3.98%). Τηειρ 

ϖιγορ ωασ αττριβυτεδ το βεττερ−τηαν−εξπεχτεδ εαρνινγσ φροm 

Ινφορmατιον Τεχηνολογψ γιαντσ, ιmπροϖινγ χοmmοδιτψ πριχεσ, 

rallying inancial stocks, and a swell of M&A activity. European 

  Γλοβαλ Εθ Νον−Υ.Σ. Εθ Εmγ Μκτ Νον−Υ.Σ. 
  Στψλε Στψλε  Στψλε ΣΧ Στψλε

 10τη Περχεντιλε 9.08 8.96 10.98 10.28 
 25τη Περχεντιλε 7.17 7.80 10.17 9.03
 Μεδιαν 5.75 6.77 9.23 7.99
 75τη Περχεντιλε 4.53 5.77 8.16 7.06
 90τη Περχεντιλε 3.20 4.47 5.42 5.79

   ΜΣΧΙ ΜΣΧΙ ΜΣΧΙ  ΜΣΧΙ ΑΧWΙ
  ΑΧWΙ ΑΧWΙ εξ ΥΣΑ Εmγ Μκτσ εξ ΥΣΑ ΣΧ 

 Βενχηmαρκ  5.30 6.91 9.03 7.91
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Χαλλαν Στψλε Γρουπ Θυαρτερλψ Ρετυρνσ

Health Care stocks stumbled (-3.09%) due to intensiied global 
σχρυτινψ δυρινγ τηε Υ.Σ. ελεχτιον; Dενmαρκ, ωηερε α λαργε ηεαλτη 

χαρε χοmπανψ mακεσ υπ αππροξιmατελψ 20% οφ τηε χουντρψ�σ 

ινδεξ, ωασ παρτιχυλαρλψ ηαρδ ηιτ, δροππινγ 6.27%.

Southeast Asia and the Paciic enjoyed a buoyant quarter as 
ωελλ; τηε MSCI Paciic Index ωασ υπ 8.46%. ϑαπανεσε εθυι−

τιεσ ραλλιεδ δυρινγ τηε θυαρτερ, ασχενδινγ 8.60% δυε το νεω 
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Μαϕορ Χυρρενχιεσ� Χυmυλατιϖε Ρετυρνσ (ϖσ. Υ.Σ. Dολλαρ)

Sources: Callan, MSCI

* German mark returns before 1Q99 

Source: MSCI
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ΝΟΝ−Υ.Σ. ΕΘΥΙΤΨ (Χοντινυεδ)

χεντραλ βανκ πολιχιεσ ανδ α φρεση στιmυλυσ παχκαγε. Αδδιτιοναλλψ, 

Χονσυmερ Dισχρετιοναρψ, ΙΤ, ανδ Ματεριαλσ στοχκσ συργεδ δυε το 

στρονγ εαρνινγσ γροωτη ιν σεϖεραλ γαmινγ ανδ αυτοmοβιλε χοm−

πανιεσ. Αυστραλια (+7.91%) ανδ Νεω Ζεαλανδ (+12.44%) αλσο 

περφορmεδ ωελλ ασ mεγαβανκσ ανδ χοmmοδιτιεσ γαινεδ γρουνδ. 

Εmεργινγ mαρκετσ σηοτ υπ ιν τηε αχχοmmοδατιϖε mαχροεχο−

νοmιχ ενϖιρονmεντ (ΜΣΧΙ Εmεργινγ Μαρκετσ Ινδεξ: +9.03%). 

Τηε τοπ σεχτορ ωασ ΙΤ, συργινγ 16.08%. Τηε στοχκσ οφ σmαρτ−

πηονε mανυφαχτυρερσ ανδ τεχηνολογψ χοmπονεντ συππλιερσ 

σοαρεδ, βοοστινγ τηε Ασιαν mαρκετσ, ινχλυδινγ Ταιωαν (+11.70%) 

ανδ Σουτη Κορεα (+10.98%). Χηινα ωασ ονε οφ τηε βιγγεστ βεν−

eiciaries (+13.92%), thanks to its burgeoning internet giants. 
Λατιν Αmεριχα ωασ ρελατιϖελψ σλυγγιση τηισ θυαρτερ (+5.37%) βυτ 

ωασ προππεδ υπ βψ Βραζιλ, ωηιχη σηοτ υπ ανοτηερ 11.31%, σκψ−

ροχκετινγ 62.90% ψεαρ−το−δατε. Ηοπεσ φορ εχονοmιχ χηανγε ρυν 

ηιγη υνδερ Μιχηελ Τεmερ, ωηο ρεπλαχεδ τηε ιmπεαχηεδ Dιλmα 

 EM EAFE
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Θυαρτερλψ ανδ Αννυαλ Χουντρψ Περφορmανχε Σναπσηοτ

Θυαρτερλψ Ρετυρνσ: Στρονγ ανδ Στρυγγλινγ Σεχτορσ 

Θυαρτερλψ Ρετυρνσ φορ Νον−Υ.Σ. Dεϖελοπεδ Χουντριεσ 

Equity Index

Χουντρψ
  

 (ΥΣ∃)
 (Λοχαλ 

Χυρρενχψ)
Λοχαλ 

Χυρρενχψ Wειγητ∗

Αυστραλια 7.91% 5.00% 2.77% 5.13%

Αυστρια 16.66% 15.32% 1.16% 0.13%

Βελγιυm 5.00% 3.80% 1.16% 0.96%

Χαναδα 4.85% 6.10% −1.18% 6.72%

Dενmαρκ −6.27% −7.26% 1.07% 1.23%

Φινλανδ 7.42% 6.19% 1.16% 0.70%

Φρανχε 6.36% 5.14% 1.16% 6.81%

Γερmανψ 10.01% 8.75% 1.16% 6.31%

Ηονγ Κονγ 11.92% 11.89% 0.03% 2.45%

Ιρελανδ 7.42% 6.20% 1.16% 0.33%

Ισραελ −1.97% −3.96% 2.64% 0.50%

Ιταλψ 2.21% 1.04% 1.16% 1.33%

ϑαπαν 8.60% 7.20% 1.31% 16.70%

Νετηερλανδσ 9.11% 7.96% 1.16% 2.35%

Νεω Ζεαλανδ 12.44% 10.12% 2.11% 0.14%

Νορωαψ 6.28% 1.51% 4.70% 0.45%

Πορτυγαλ 6.28% 5.07% 1.16% 0.10%

Σινγαπορε −0.15% 1.13% −1.29% 0.89%

Σπαιν 9.32% 8.07% 1.16% 2.13%

Σωεδεν 7.48% 8.68% −1.11% 1.97%

Σωιτζερλανδ 2.62% 2.12% 0.50% 6.29%

Υ.Κ. 3.98% 7.00% −2.83% 13.23%

*Weight in the MSCI ACWI ex USA Index

Sources: MSCI, Russell Investment Group, Standard & Poor’s.

Ρουσσεφφ ασ πρεσιδεντ. Ρυσσια (+8.43%) διδ νοτ mισσ ουτ ον 

τηε ραλλψ. Ηοωεϖερ, τηε Πηιλιππινεσ, Τυρκεψ, ανδ Μαλαψσια ωερε 

all in the red as political turmoil continued to aflict the coun−

τριεσ (−5.33%, −5.26%, ανδ −1.52%, ρεσπεχτιϖελψ). Μεξιχο αλσο 

δωινδλεδ 2.24% ασ τηε πεσο φελλ 5% αγαινστ τηε δολλαρ.

Source: MSCI

Source: MSCI
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Global Equity Θυαρτερ ΨΤD Ψεαρ 3 Ψεαρσ 5 Ψεαρσ 10 Ψεαρσ 15 Ψεαρσ

Global Equity Style 5.75 5.48 11.23 6.25 12.38 5.57 7.80

ΜΣΧΙ Wορλδ 4.87 5.55 11.36 5.85 11.63 4.47 6.29

ΜΣΧΙ ΑΧWΙ 5.30 6.60 11.96 5.17 10.63 4.34 6.47

Non-U.S. Equity Θυαρτερ ΨΤD Ψεαρ 3 Ψεαρσ 5 Ψεαρσ 10 Ψεαρσ 15 Ψεαρσ

Νον−Υ.Σ. Στψλε 6.77 3.14 7.94 2.16 8.75 3.20 7.81

ΜΣΧΙ Wορλδ εξ ΥΣΑ 6.29 3.12 7.16 0.33 6.89 1.88 5.96

ΜΣΧΙ ΑΧWΙ εξ ΥΣΑ 6.91 5.82 9.26 0.18 6.04 2.16 6.56

Regional Equity Θυαρτερ ΨΤD Ψεαρ 3 Ψεαρσ 5 Ψεαρσ 10 Ψεαρσ 15 Ψεαρσ

ΜΣΧΙ Χηινα 13.92 8.58 12.95 3.90 8.24 7.78 13.08

ΜΣΧΙ Ευροπε εξ ΥΚ 6.03 −0.36 2.90 0.01 8.17 1.53 6.02

ΜΣΧΙ ϑαπαν 8.60 2.54 12.13 3.33 7.36 1.05 4.27

ΜΣΧΙ ϑαπαν (λοχαλ) 7.20 −13.68 −5.19 4.42 13.38 −0.49 3.15

MSCI Paciic 8.46 5.26 14.74 2.31 7.31 2.50 6.08

MSCI Paciic (local) 6.97 −7.17 0.77 4.39 11.86 0.99 4.47

MSCI Paciic ex Japan 8.18 10.86 20.05 0.42 7.07 5.85 10.99

MSCI Paciic ex Japan (local) 6.52 7.03 13.34 4.95 10.29 5.31 8.55

ΜΣΧΙ Υνιτεδ Κινγδοm 3.98 0.80 1.53 −1.80 5.99 1.40 5.02

ΜΣΧΙ Υνιτεδ Κινγδοm (λοχαλ) 7.00 14.37 18.39 5.68 9.91 5.15 5.89

Εmεργινγ/Φροντιερ Μαρκετσ Θυαρτερ ΨΤD Ψεαρ 3 Ψεαρσ 5 Ψεαρσ 10 Ψεαρσ 15 Ψεαρσ

Εmεργινγ Μαρκετ Στψλε 9.23 16.44 18.41 0.81 4.83 5.23 12.93

ΜΣΧΙ Εmεργινγ Μαρκετσ 9.03 16.02 16.78 −0.56 3.03 3.94 11.55

ΜΣΧΙ Εmεργινγ Μαρκετσ (λοχαλ) 7.59 11.30 12.96 4.33 6.95 5.94 11.97

ΜΣΧΙ Φροντιερ Μαρκετσ 2.65 2.16 0.91 −0.17 4.64 −0.26 �

Global/Non-U.S. Small Cap Equity Θυαρτερ ΨΤD Ψεαρ 3 Ψεαρσ 5 Ψεαρσ 10 Ψεαρσ 15 Ψεαρσ

Νον−Υ.Σ. Σmαλλ Χαπ Στψλε 7.99 4.51 11.38 6.12 12.77 6.33 12.20

ΜΣΧΙ Wορλδ Σmαλλ Χαπ 7.24 9.70 14.34 6.18 13.38 6.30 10.31

ΜΣΧΙ ΑΧWΙ Σmαλλ Χαπ 7.28 9.66 14.21 5.67 12.47 6.59 10.52

ΜΣΧΙ Wορλδ εξ ΥΣΑ Σmαλλ Χαπ 8.00 7.26 13.50 4.15 9.72 4.11 9.97

ΜΣΧΙ ΑΧWΙ εξ ΥΣΑ Σmαλλ Χαπ 7.91 7.70 13.38 3.52 8.60 4.58 10.47

*Returns less than one year are not annualized.

Sources: Callan, MSCI.

ΝΟΝ−Υ.Σ. ΕΘΥΙΤΨ (Χοντινυεδ)
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Ηυτ, Ηυτ ... Ηικε! 

Υ.Σ. ΦΙΞΕD ΙΝΧΟΜΕ |  Ρυφαση Λαmα

Φορ τηε θυαρτερ, τηε Βλοοmβεργ Βαρχλαψσ Ηιγη Ψιελδ Ινδεξ 

γρεω 5.55% ωηιλε τηε Βλοοmβεργ Βαρχλαψσ Υ.Σ. Αγγρεγατε 

Ινδεξ mαναγεδ το ρισε α mερε 0.46%. 

Dριϖεν βψ Βρεξιτ−ινδυχεδ χονχερνσ, τηε ψιελδ ον τηε βενχη−

mαρκ 10−ψεαρ Τρεασυρψ νοτε ηιτ α ρεχορδ λοω οφ 1.37% ιν ϑυλψ; 

ηοωεϖερ, ιτ ροσε φορ τηε ρεmαινδερ οφ τηε θυαρτερ ανδ χλοσεδ ατ 

1.60%. Wηιλε τηε Φεδ λεφτ τηε φεδεραλ φυνδσ ρατε υνχηανγεδ ιν 

τηε τηιρδ θυαρτερ, ιτσ αννουνχεmεντ ωασ νοτεωορτηψ βεχαυσε 

οφ τηε ηιγη λεϖελ οφ δισαγρεεmεντ; τηε τηρεε δισσεντινγ ϖοτεσ 

ωερε τηε mοστ σινχε Dεχεmβερ 2014. Βασεδ ον φεδεραλ φυνδσ 

φυτυρεσ χοντραχτσ, τραδερσ αρε βεττινγ τηερε ισ α 78% χηανχε 

οφ α ρατε ηικε ατ τηε νεξτ mεετινγ ιν Dεχεmβερ αφτερ τηε Φεδ�σ 

δεχισιον το ηολδ ρατεσ στεαδψ αγαιν ιν Νοϖεmβερ. 

Ψιελδσ ϖαριεδ αχροσσ τηε mατυριτψ σπεχτρυm δυρινγ τηε θυαρ−

τερ: Wηιλε Τρεασυρψ ρατεσ ροσε αλονγ τηε εντιρε ψιελδ χυρϖε ιν 

Αυγυστ, τηε χυρϖε στεεπενεδ ιν Σεπτεmβερ ασ τηε 2−ψεαρ φελλ 

βψ 4 βασισ ποιντσ το 0.76% ανδ τηε 30−ψεαρ ροσε βψ 8 βασισ 

ποιντσ το ενδ ατ 2.32%. Ιντερmεδιατε Τρεασυριεσ (−0.26%) ουτ−

περφορmεδ λονγ Τρεασυριεσ (−0.36%) δυρινγ τηε θυαρτερ. 

Χρεδιτ σπρεαδσ τιγητενεδ δυρινγ τηε θυαρτερ ανδ ψιελδσ 

ινχηεδ τοωαρδ ηιστοριχ λοωσ. Τηειρ +5.55% ρετυρν mαδε ηιγη−

ψιελδ χορπορατεσ τηε στρονγεστ περφορmερ δυρινγ τηε θυαρτερ. 

Dεσπιτε ρεχορδ ισσυανχεσ ιν Αυγυστ, τηε χρεδιτ σεχτορ γαινεδ 

1.23% φορ τηε θυαρτερ ανδ ουτπερφορmεδ ΜΒΣ (+0.60%) ανδ 

ΧΜΒΣ (+0.59%). Ινδυστριαλσ βεατ Υτιλιτιεσ ανδ Φινανχιαλσ ον α 

    Core Bond Core Plus Interm Ext Maturity High Yld
   Style Style Style G/C Style Style

 10th Percentile  1.15 2.14 0.67 2.16 5.89

 25th Percentile  0.95 1.68 0.47 1.82 5.55

 Median  0.70 1.36 0.26 1.51 5.08

 75th Percentile  0.52 1.08 0.12 1.34 4.70

 90th Percentile  0.33 0.87 0.05 1.18 4.18

   Bloomberg Bloomberg Bloomberg Bloomberg Bloomberg
  Barclays Barclays Barclays Barclays Barclays
 Agg Agg Interm Agg Long G/C High Yld

 Benchmark   0.46 0.46 0.16 1.24 5.55
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Υ.Σ. ΦΙΞΕD ΙΝΧΟΜΕ (Χοντινυεδ)

δυρατιον−αδϕυστεδ βασισ. Φυρτηερ, ον α δυρατιον−αδϕυστεδ βασισ, 

χρεδιτ σεχυριτιεσ ουτπερφορmεδ Τρεασυριεσ βψ 155 βασισ ποιντσ. 

Τρεασυριεσ ενδεδ τηε θυαρτερ ιν τηε ρεδ (−0.28%). 

Ινϖεστmεντ−γραδε χορπορατε ισσυανχε τοταλεδ ∃340 βιλλιον 

φορ τηε θυαρτερ, σεττινγ α ρεχορδ. Βψ τηε ενδ οφ Σεπτεmβερ, 

Υ.Σ. Φιξεδ Ινχοmε Ινδεξ Χηαραχτεριστιχσ ασ οφ Σεπτ. 30, 2016

Βλοοmβεργ Βαρχλαψσ Ινδιχεσ

Ψιελδ το 

Wορστ

Μοδ Αδϕ 

Dυρατιον

Αϖγ  

Ματυριτψ

Βλοοmβεργ Βαρχλαψσ Αγγρεγατε 1.96 5.51 7.82

Βλοοmβεργ Βαρχλαψσ Υνιϖερσαλ 2.39 5.39 7.68

Βλοοmβεργ Βαρχλαψσ Γοϖ/Χρεδιτ 1.92 6.72 8.99

1−3 Ψεαρ 1.04 1.91 1.98

Ιντερmεδιατε 1.51 4.09 4.44

Λονγ−Τερm 3.32 15.57 24.32

Βλοοmβεργ Βαρχλαψσ Λονγ Χρεδιτ 4.04 14.04 23.92

Βλοοmβεργ Βαρχλαψσ Χορπ Ηιγη Ψιελδ 6.17 4.05 6.33

Βλοοmβεργ Βαρχλαψσ ΤΙΠΣ 1.62 6.59 8.61

Βλοοmβεργ Βαρχλαψσ Μυνι Βονδ 1−5 Ψεαρ 1.15 2.72 3.22

Βλοοmβεργ Βαρχλαψσ Μυνι 1−10 Ψεαρ 1.38 4.02 5.88

Βλοοmβεργ Βαρχλαψσ Μυνιχιπαλ 1.82 5.52 13.08

Source: Bloomberg Barclays

Excess Return versus Like-Duration TreasuriesAbsolute Return
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Φιξεδ Ινχοmε Ινδεξ Θυαρτερλψ Ρετυρνσ

Εφφεχτιϖε Ψιελδ Οϖερ Τρεασυριεσ

ψεαρ−το−δατε χορπορατε ινϖεστmεντ−γραδε βονδ ισσυανχε ωασ 

8% αηεαδ οφ λαστ ψεαρ�σ παχε. Ανδ τηε ρεχορδ συππλιεσ ωερε mετ 

ωιτη στρονγ δεmανδ ασ ινϖεστορσ σναππεδ υπ βονδσ. ΧΜΒΣ 

ανδ mυνιχιπαλ mαρκετσ αλσο δεmονστρατεδ ροβυστ συππλψ. Ανδ 

δεσπιτε λοω ψιελδσ ανδ ηεαϖψ ισσυανχε οφ ΧΜΒΣ σεχυριτιεσ ιν 

Σεπτεmβερ, τηεψ ουτπερφορmεδ Τρεασυριεσ βψ 91 βπσ.

Source: Bloomberg Barclays

Source: Bloomberg Barclays
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Χαλλαν Στψλε Μεδιαν ανδ Ινδεξ Ρετυρνσ∗ φορ Περιοδσ ενδεδ Σεπτεmβερ 30, 2016

Βροαδ Φιξεδ Ινχοmε Θυαρτερ ΨΤD Ψεαρ 3 Ψεαρσ 5 Ψεαρσ 10 Ψεαρσ 15 Ψεαρσ

Χορε Βονδ Στψλε 0.70 6.15 5.65 4.36 3.73 5.31 5.25

Χορε Βονδ Πλυσ Στψλε 1.36 7.16 6.55 4.61 4.55 5.77 5.91

Βλοοmβεργ Βαρχλαψσ Αγγρεγατε 0.46 5.80 5.19 4.03 3.08 4.79 4.80

Βλοοmβεργ Βαρχλαψσ Υνιϖερσαλ 0.96 6.69 6.11 4.27 3.62 5.00 5.12

Λονγ−Τερm Θυαρτερ ΨΤD Ψεαρ 3 Ψεαρσ 5 Ψεαρσ 10 Ψεαρσ 15 Ψεαρσ

Εξτενδεδ Ματυριτψ Χρεδιτ Στψλε 2.50 17.00 16.11 10.05 7.94 8.07 �

Βλοοmβεργ Βαρχλαψσ Λονγ Χρεδιτ 2.26 16.50 15.73 9.53 7.05 7.63 7.74

Εξτενδεδ Ματυριτψ Γοϖ/Χρεδιτ Στψλε 1.51 16.12 15.14 10.30 6.96 8.38 8.01

Βλοοmβεργ Βαρχλαψσ Λονγ Γοϖ/Χρεδιτ 1.24 15.74 14.66 10.08 6.32 7.84 7.61

Ιντερmεδιατε−Τερm Θυαρτερ ΨΤD Ψεαρ 3 Ψεαρσ 5 Ψεαρσ 10 Ψεαρσ 15 Ψεαρσ

Ιντερmεδιατε Στψλε 0.26 4.31 3.83 3.05 2.85 4.62 4.62

Βλοοmβεργ Βαρχλαψσ Ιντερm Γοϖ/Χρεδιτ 0.16 4.24 3.52 2.80 2.45 4.17 4.22

Σηορτ−Τερm Θυαρτερ ΨΤD Ψεαρ 3 Ψεαρσ 5 Ψεαρσ 10 Ψεαρσ 15 Ψεαρσ

Dεφενσιϖε Στψλε 0.15 1.94 1.72 1.47 1.48 2.89 3.01

Βλοοmβεργ Βαρχλαψσ Γοϖ/Χρεδιτ 1−3 Ψρ 0.02 1.68 1.31 1.09 1.05 2.59 2.80

Βανκ Λοανσ Θυαρτερ ΨΤD Ψεαρ 3 Ψεαρσ 5 Ψεαρσ 10 Ψεαρσ 15 Ψεαρσ

Βανκ Λοαν Στψλε 2.86 7.43 5.70 3.78 5.55 4.91 5.03

Χρεδιτ Συισσε Λεϖεραγεδ Λοανσ 3.10 7.46 5.35 3.60 5.30 4.24 4.79

Ηιγη Ψιελδ Θυαρτερ ΨΤD Ψεαρ 3 Ψεαρσ 5 Ψεαρσ 10 Ψεαρσ 15 Ψεαρσ

Ηιγη Ψιελδ Στψλε 5.08 12.70 10.86 5.20 8.28 7.64 8.61

Βλοοmβεργ Βαρχλαψσ Χορπ Ηιγη Ψιελδ 5.55 15.11 12.73 5.28 8.34 7.71 8.63

Υνχονστραινεδ Θυαρτερ ΨΤD  Ψεαρ 3 Ψεαρσ 5 Ψεαρσ 10 Ψεαρσ 15 Ψεαρσ

Υνχονστραινεδ Φιξεδ Στψλε 2.21 3.95 4.56 2.36 3.87 4.60 6.44

90 Dαψ Τ−Βιλλ + 3% 0.84 2.48 3.27 3.12 3.11 3.92 4.38

Σταβλε ςαλυε Θυαρτερ ΨΤD Ψεαρ 3 Ψεαρσ 5 Ψεαρσ 10 Ψεαρσ 15 Ψεαρσ

Σταβλε ςαλυε Στψλε 0.48 1.42 1.88 1.76 1.94 2.85 3.58

ιΜονεψΝετ Μυτυαλ Φυνδ Αϖγ 0.03 0.08 0.09 0.04 0.03 0.82 �

ΤΙΠΣ Θυαρτερ ΨΤD Ψεαρ 3 Ψεαρσ 5 Ψεαρσ 10 Ψεαρσ 15 Ψεαρσ

Inlation-Linked Style 1.00 7.28 6.62 2.40 1.96 4.58 5.50

Βλοοmβεργ Βαρχλαψσ ΤΙΠΣ 0.96 7.27 6.58 2.40 1.93 4.48 5.39

Μυνιχιπαλ Θυαρτερ ΨΤD Ψεαρ 3 Ψεαρσ 5 Ψεαρσ 10 Ψεαρσ 15 Ψεαρσ

Σηορτ Μυνιχιπαλ Στψλε −0.04 0.75 0.82 0.83 0.94 1.81 1.96

Βλοοmβεργ Βαρχλαψσ Μυνιχιπαλ 1−5 Ψρ −0.16 1.38 1.59 1.74 1.67 3.07 3.09

Ιντερmεδιατε Μυνιχιπαλ Στψλε −0.26 3.28 4.64 4.13 3.52 3.91 4.00

Βλοοmβεργ Βαρχλαψσ Μυνιχιπαλ 1−10 Ψρ −0.11 2.58 3.40 3.34 2.95 4.04 4.02

Λονγ Μυνιχιπαλ Στψλε −0.21 4.14 5.83 5.74 4.95 5.03 5.19

Βλοοmβεργ Βαρχλαψσ Μυνιχιπαλ −0.30 4.01 5.58 5.54 4.48 4.75 4.89

*Returns for less than one year are not annualized.

Sources: Bloomberg Barclays, Callan, Citigroup, Merrill Lynch

Υ.Σ. ΦΙΞΕD ΙΝΧΟΜΕ (Χοντινυεδ)
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Γλοβε−Τροττινγ φορ Ψιελδ

ΝΟΝ−Υ.Σ. ΦΙΞΕD ΙΝΧΟΜΕ |  Κψλε Φεκετε

In an extraordinary effort to stimulate economic growth and inla−

τιον, τηε Βανκ οφ ϑαπαν ιντροδυχεδ α 0% ψιελδ−ταργετ φορ 10−ψεαρ 

bonds, aiming to exceed its 2% inlation objective. The central 
βανκ αλσο ιντενδσ το mαινταιν ιτσ νεγατιϖε σηορτ ρατε στανχε ιν αν 

effort to steepen the yield curve and thus help increase proit−
αβιλιτψ φορ βανκσ. Τηε βανκ�σ γοϖερνορ τερmεδ τηε νεω πολιχψ α 

�ρεινφορχεmεντ� οφ ιτσ θυαντιτατιϖε εασινγ (ΘΕ) προγραm. Χεντραλ 

βανκσ ηαϖε τψπιχαλλψ ταργετεδ σηορτ−τερm ρατεσ ιν ΘΕ προγραmσ, 

φοχυσινγ ον mατυριτιεσ οφ λεσσ τηαν α ψεαρ. Ψιελδ ον ϑαπαν�σ  

10−ψεαρ γοϖερνmεντ βονδ σεττλεδ ατ −0.09% ατ τηε ενδ οφ τηε 

θυαρτερ. 

 

Overall, the European sovereign bond market was lat as the 
Ευροπεαν Χεντραλ Βανκ λεφτ ιντερεστ ρατεσ υνχηανγεδ. Τηε 

Θυαρτερλψ Ρετυρνσ φορ Νον−Υ.Σ. Γοϖερνmεντ Ινδιχεσ

Χουντρψ

Χουντρψ 

Dεβτ (∃)

Χουντρψ 

Dεβτ

Λοχαλ  

Χυρρενχψ Wειγητ∗

Αυστραλια 3.60% 0.80% 2.77% 2.29%

Αυστρια 1.81% 0.65% 1.16% 1.74%

Βελγιυm 1.48% 0.32% 1.16% 2.93%

Χαναδα −0.67% 0.52% −1.18% 2.32%

Dενmαρκ 0.96% −0.10% 1.07% 0.82%

Φινλανδ 1.67% 0.51% 1.16% 0.67%

Φρανχε 1.37% 0.21% 1.16% 11.72%

Γερmανψ 0.98% −0.18% 1.16% 8.60%

Ιρελανδ 2.28% 1.11% 1.16% 0.95%

Ιταλψ 2.31% 1.14% 1.16% 11.07%

ϑαπαν −0.92% −2.19% 1.31% 34.89%

Μαλαψσια −0.66% 1.90% −2.51% 0.53%

Μεξιχο −4.22% 0.47% −4.67% 0.98%

Νετηερλανδσ 1.29% 0.13% 1.16% 2.70%

Νορωαψ 3.53% −1.12% 4.70% 0.30%

Πολανδ 3.81% 0.30% 3.50% 0.71%

Σινγαπορε 0.22% 1.52% −1.29% 0.45%

Σουτη Αφριχα 10.29% 3.56% 6.50% 0.55%

Σπαιν 3.39% 2.21% 1.16% 6.45%

Σωεδεν −0.63% 0.48% −1.11% 0.52%

Σωιτζερλανδ −0.08% −0.57% 0.50% 0.27%

Υ.Κ. −0.37% 2.52% −2.83% 8.54%

*Weight in the Citi Non-U.S. World Government Bond Index. 

Source: Citigroup

Βλοοmβεργ Βαρχλαψσ Γλοβαλ Αγγρεγατε Ινδεξ ροσε 0.82% 

(+0.53% ηεδγεδ). Τηε ΕΧΒ χοmmιττεδ το α mοντηλψ ΘΕ προ−

γραm οφ βυψινγ �80 βιλλιον ιν γοϖερνmεντ βονδσ, ασσετ−βαχκεδ 

σεχυριτιεσ, ανδ χορπορατε δεβτ τηρουγη Μαρχη 2017; ηοωεϖερ, 

Πρεσιδεντ Μαριο Dραγηι αννουνχεδ α ρεϖιεω οφ τηε προγραm το 

ενσυρε ινϖεσταβλε ασσετσ ωουλδ νοτ δρψ υπ. Ψιελδ ον τηε Γερmαν 

10−ψεαρ βυνδ νοτχηεδ υπ α βασισ ποιντ το −0.12%. Τηερε ισ νοω 

οϖερ ∃12 τριλλιον οφ νεγατιϖε−ψιελδινγ δεβτ γλοβαλλψ, ωιτη ϑαπαν 

αχχουντινγ φορ νεαρλψ ηαλφ ανδ Wεστερν Ευροπε�ναmελψ Φρανχε, 

Γερmανψ, ανδ τηε Νετηερλανδσ�τηε οτηερ ηαλφ. Ινϖεστορσ� συσ−

ταινεδ ηυντ φορ ψιελδ ωασ εϖιδεντ ιν Ευροπεαν βονδ πριχινγ ασ 

περιπηερψ γοϖερνmεντ Τρεασυριεσ τενδεδ το δεχλινε mορε τηαν 

τηειρ χορε ευροζονε χουντερπαρτσ. Τηε Σπανιση ανδ Ιταλιαν 

10−ψεαρ ψιελδσ δεχλινεδ 28 βπσ ανδ 7 βπσ το 0.88% ανδ 1.91%, 

ρεσπεχτιϖελψ. Τηε ευρο ινχρεασεδ 1.16% αγαινστ τηε Υ.Σ. δολλαρ.

Dεσπιτε τηε εχονοmιχ ανδ πολιτιχαλ υνχερταιντψ τηε Βρεξιτ ϖοτε 

λεφτ ιν ιτσ ωακε, ωηεν Υ.Κ. ϖοτερσ χηοσε το λεαϖε τηε Ευροπεαν 

Υνιον ανδ τηε Βριτιση πουνδ πλυmmετεδ 2.83%, δατα ρελεασεδ 

showed no immediate negative effect on conidence or produc−

τιϖιτψ. Ψιελδ ον τηε 10−ψεαρ γιλτ φελλ 12 βπσ το +0.75%.

Τηε δεϖελοπινγ mαρκετσ αδϖανχεδ φορ τηε φουρτη στραιγητ 

θυαρτερ ιν σπιτε οφ mυλτιπλε πολιτιχαλ ηεαδωινδσ, ινχλυδινγ τηε 

Εmεργινγ Σπρεαδσ Οϖερ Dεϖελοπεδ (Βψ Ρεγιον)
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ΝΟΝ−Υ.Σ. ΦΙΞΕD ΙΝΧΟΜΕ (Χοντινυεδ)

ιmπεαχηmεντ οφ Βραζιλ�σ πρεσιδεντ ανδ τηε φαιλεδ Τυρκιση χουπ. 

Τηε ηαρδ χυρρενχψ ϑ.Π. Μοργαν ΕΜΒΙ Γλοβαλ Ινδεξ χλιmβεδ 

4.04%. Λοχαλ χυρρενχψ δεβτ, ασ mεασυρεδ βψ τηε ϑ.Π. Μοργαν 

GBI-EM Global Diversiied Index, τιχκεδ υπ 2.68%.  

  Global Non-U.S.  Global High Em Debt Em Debt 
  Fixed Style Fixed Style Yld Style Style (US$) Style (local)

 10th Percentile 2.18 2.71 6.54 5.34 3.33

 25th Percentile 1.73 2.11 5.92 5.04 2.72

 Median 1.08 1.16 5.42 4.63 2.45

 75th Percentile 0.74 0.87 4.97 4.23 1.97

 90th Percentile 0.38 0.23 3.81 3.48 1.66

    Barclays Barclays Barclays JPM EMBI JPM GBI-EM
  Gl Agg Gl Agg ex US High Yld Gl Div Gl Div

 Benchmark  0.82 1.03 5.3 4.04 2.68
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Χαλλαν Στψλε Γρουπ Θυαρτερλψ Ρετυρνσ

Χαλλαν Στψλε Μεδιαν ανδ Ινδεξ Ρετυρνσ∗ φορ Περιοδσ ενδεδ Σεπτεmβερ 30, 2016

Γλοβαλ Φιξεδ Ινχοmε Θυαρτερ ΨΤD Ψεαρ 3 Ψεαρσ 5 Ψεαρσ 10 Ψεαρσ 15 Ψεαρσ

Γλοβαλ Φιξεδ Ινχοmε Στψλε 1.08 9.70 8.88 2.39 2.15 4.91 6.14

Βλοοmβεργ Βαρχλαψσ Γλοβαλ Αγγρεγατε 0.82 9.85 8.83 2.13 1.74 4.26 5.13

Γλοβαλ Φιξεδ Ινχοmε Στψλε (ηεδγεδ) 1.05 6.96 7.26 5.52 4.95 5.44 5.64

Βλοοmβεργ Βαρχλαψσ Γλοβαλ Αγγρεγατε (ηεδγεδ) 0.53 6.44 6.54 5.05 4.26 4.73 4.73

Ηιγη Ψιελδ Θυαρτερ ΨΤD Ψεαρ 3 Ψεαρσ 5 Ψεαρσ 10 Ψεαρσ 15 Ψεαρσ

Γλοβαλ Ηιγη Ψιελδ Στψλε 5.42 13.65 12.46 3.91 7.61 7.03 9.74

Βλοοmβεργ Βαρχλαψσ Γλοβαλ Ηιγη Ψιελδ 5.30 14.49 13.51 4.97 8.56 7.87 9.43

Νον−Υ.Σ. Φιξεδ Ινχοmε Θυαρτερ ΨΤD Ψεαρ 3 Ψεαρσ 5 Ψεαρσ 10 Ψεαρσ 15 Ψεαρσ

Νον−Υ.Σ. Φιξεδ Ινχοmε Στψλε 1.16 12.95 11.41 1.52 2.01 4.48 6.26

Βλοοmβεργ Βαρχλαψσ Γλοβαλ Αγγρεγατε εξ ΥΣ 1.03 13.09 11.67 0.75 0.70 3.82 5.41

Εmεργινγ Μαρκετσ Φιξεδ Ινχοmε Θυαρτερ ΨΤD Ψεαρ 3 Ψεαρσ 5 Ψεαρσ 10 Ψεαρσ 15 Ψεαρσ

Εmεργινγ Dεβτ Στψλε (ΥΣ∃) 4.63 16.27 18.15 7.02 7.81 8.13 11.06

JPM EMBI Global Diversiied 4.04 14.77 16.20 8.20 7.76 7.73 9.57

Εmεργινγ Dεβτ Στψλε (λοχαλ) 2.45 16.95 16.83 −2.14 0.22 5.21 7.25

JPM GBI-EM Global Diversiied 2.68 17.07 17.06 −2.58 0.06 5.52 �

Εmεργινγ Dεβτ Βλενδ Στψλε 3.59 15.14 16.15 2.13 3.94 8.07 12.69

ϑΠΜ ΕΜΒΙ Γλ Dιϖ/ϑΠΜ ΓΒΙ−ΕΜ Γλ Dιϖ 3.36 16.11 16.83 2.81 3.95 6.72 �

Εmεργινγ Dεβτ Χορπορατε Στψλε 3.59 12.81 13.05 6.55 8.08 � �

ϑΠΜ ΧΕΜΒΙ 3.25 12.57 13.34 6.38 7.31 7.16 �

*Returns less than one year are not annualized. 

Sources: Bloomberg Barclays, Callan, JPMorgan

Sources: Bloomberg Barclays, Callan, JPMorgan Chase
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Ρετυρνσ Τακε α Συmmερ ςαχατιον

ΡΕΑΛ ΕΣΤΑΤΕ |  Κεϖιν Ναγψ

Τηε ΝΧΡΕΙΦ Προπερτψ Ινδεξ∗ γαινεδ 1.77% δυρινγ τηε σεχονδ 

θυαρτερ (1.16% φροm ινχοmε ανδ 0.60% φροm αππρεχιατιον), ιτσ 

worst performance since the irst quarter of 2010. In addition, 
αππρεχιατιον φελλ φορ τηε σιξτη χονσεχυτιϖε θυαρτερ.

Ιν α ρεπεατ οφ τηε σεχονδ θυαρτερ, Ινδυστριαλ (+2.89%) ανδ Ρεταιλ 

(+1.98%) topped property sector performance, and Ofice 
(+1.26%) ανδ Ηοτελσ (+1.35%) ωερε τηε ωορστ περφορmερσ 

αγαιν. Τηε Wεστ ρεγιον λεδ τηε ωαψ (+2.19%) ωηιλε τηε Μιδωεστ 

(+1.46%) ωασ τηε ωεακεστ. Τρανσαχτιον ϖολυmε ωασ ∃9.6 βιλλιον, 

α 7% ινχρεασε οϖερ τηε πρεϖιουσ θυαρτερ ανδ α 20% ινχρεασε 

οϖερ τηε σαmε περιοδ ιν 2015. Αππραισαλ χαπιταλιζατιον ρατεσ φελλ 

το 4.48%, αν αλλ−τιmε λοω. Τηε σπρεαδ βετωεεν αππραισαλ χαπιταλ−

ιζατιον ρατεσ ανδ τρανσαχτιον χαπιταλιζατιον ρατεσ ωιδενεδ το 180 

βασισ ποιντσ, τηε λαργεστ σινχε τηε τηιρδ θυαρτερ οφ 2009.

Οχχυπανχψ ρατεσ χοντινυεδ το χλιmβ, σεττινγ α νεω 15−ψεαρ ηιγη 

ατ 93.22%. Ρεταιλ ανδ Απαρτmεντ οχχυπανχψ ρατεσ φελλ σλιγητλψ; 

Industrial and Ofice rates increased. Apartments were the only 
προπερτψ τψπε το εξπεριενχε α δροπ ψεαρ−το−δατε. 

Τηε πρελιmιναρψ ρετυρν φορ τηε NCREIF Open End Diversiied 
Core Equity Index∗ ωασ 1.83%; 0.90% οφ τηατ ωασ ινχοmε ανδ 

0.94% φροm αππρεχιατιον. Τηισ συρπασσεδ λαστ θυαρτερ ασ τηε 

lowest since the irst quarter of 2010. Income returns stayed in 
λινε ωιτη παστ θυαρτερσ, βυτ αππρεχιατιον ρεαχηεδ ιτσ λοωεστ λεϖελ 

since the irst quarter of 2010. Low long-term interest rates have 
βεεν α στρονγ ταιλωινδ φορ Υ.Σ. ρεαλ εστατε περφορmανχε ιν ρεχεντ 

θυαρτερσ, βυτ εξπεχτατιονσ οφ α Φεδ ρατε ινχρεασε ηαϖε συχκεδ 

τηε ωινδ φροm ιτσ σαιλσ. 

Γλοβαλ ρεαλ εστατε ινϖεστmεντ τρυστσ (ΡΕΙΤσ), τραχκεδ βψ τηε 

ΦΤΣΕ ΕΠΡΑ/ΝΑΡΕΙΤ Dεϖελοπεδ ΡΕΙΤ Ινδεξ (ΥΣD), ουτπερ−

φορmεδ τηειρ Υ.Σ. χουντερπαρτσ ανδ ποστεδ α 1.46% ρετυρν. Υ.Σ. 

ΡΕΙΤσ, ασ mεασυρεδ βψ τηε FTSE NAREIT Equity REITs Index, 

λοστ 1.43% φορ τηε θυαρτερ. 

Ιν τηε Υ.Σ., ΡΕΙΤσ σταρτεδ τηε θυαρτερ στρονγ, ριδινγ τηε ποστ−

Βρεξιτ βουνχε τηατ φολλοωεδ τηε Υ.Κ.�σ συρπρισε ϖοτε το λεαϖε 

τηε Ευροπεαν Υνιον. Τηε γαινσ ωουλδ νοτ λαστ, ηοωεϖερ, ασ 

mιξεδ εχονοmιχ δατα φυελεδ χονχερνσ οφ α Φεδεραλ Ρεσερϖε 

rate increase. Timber (+7.72%), Industrial (+6.67%), and Ofice 
(+3.24%) ωερε τηε στρονγεστ−περφορmινγ σεχτορσ φορ τηε θυαρτερ. 

Σπεχιαλτψ (−9.93%), Dατα Χεντερσ (−9.02%), ανδ Ρεταιλ (−2.62%) 

ωερε σοmε οφ τηε λαγγαρδσ. Σελφ−στοραγε (−12.20%) στρυγγλεδ φορ 

τηε σεχονδ στραιγητ θυαρτερ ανδ ωασ τηε ωορστ περφορmινγ σεχτορ. 

Ινϖεστορσ αππεαρεδ το βε σηιφτινγ mονεψ ιντο mορε εχονοmιχαλλψ 

σενσιτιϖε Υ.Σ. στοχκσ, ωηιχη γενεραλλψ περφορmεδ ωελλ ον τηε 

βαχκ οφ mοδεστ λονγ−τερm ψιελδ ινχρεασεσ. Αντιχιπατιον οφ α Φεδ 

ρατε ηικε αλσο προmπτεδ σοmε ινϖεστορσ το σελλ ουτ οφ χροωδεδ 

δεφενσιϖε ποσιτιονσ συχη ασ ΡΕΙΤσ ιντο mορε χψχλιχαλ στοχκσ. Ασ 

οφ Σεπτεmβερ 30, Υ.Σ. ΡΕΙΤσ ωερε τραδινγ ατ α 12.3% πρεmιυm 

το νετ ασσετ ϖαλυε, mορε τηαν α 500 βασισ ποιντ ινχρεασε οϖερ τηε 

πρεϖιουσ θυαρτερ. 

Ασ τηε δυστ σεττλεσ φροm τηε ινιτιαλ σηοχκ οφ Βρεξιτ, τηε ιmπαχτ 

ον Υ.Κ. ρεαλ εστατε ισ βεγιννινγ το βε αππαρεντ. Τρανσαχτιον 

evidence shows City of London and West End ofices were the 
mοστ αφφεχτεδ δυε το υνχερταιντψ αβουτ τηε χιτψ�σ φυτυρε ασ α 

inancial hub. Industrial assets were the least affected. Outside 
οφ τηε Υ.Κ., τηε Νορδιχ χουντριεσ ωερε τηε στρονγεστ περφορmερσ. 

Ρολλινγ Ονε−Ψεαρ Ρετυρνσ
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Signs that the economies of Norway and Finland may inally be 
ον τηε χυσπ οφ γροωτη ηαϖε λεδ το ρεχορδ λεϖελσ οφ ινϖεστmεντ 

ανδ ινχρεασεσ ιν προπερτψ ϖαλυε. Φρανχε αλσο περφορmεδ ωελλ 

ασ τηε εχονοmψ ρεχοϖερεδ φροm α σλυγγιση σεχονδ θυαρτερ ανδ 

employment growth propelled ofice returns upward.

ΡΕΑΛ ΕΣΤΑΤΕ (Χοντινυεδ)

Χαλλαν Dαταβασε Μεδιαν ανδ Ινδεξ Ρετυρνσ∗ φορ Περιοδσ ενδεδ Σεπτεmβερ 30, 2016

Πριϖατε Ρεαλ Εστατε Θυαρτερ ΨΤD Ψεαρ 3 Ψεαρσ 5 Ψεαρσ 10 Ψεαρσ 15 Ψεαρσ

Ρεαλ Εστατε Dαταβασε (νετ οφ φεεσ) 1.62 5.85 9.34 11.64 11.74 4.58 7.33

ΝΧΡΕΙΦ Προπερτψ 1.77 6.13 9.22 11.31 11.18 7.22 8.93

ΝΦΙ−ΟDΧΕ (ϖαλυε ωτδ. νετ) 1.83 5.80 9.08 11.42 11.34 5.05 7.03

Πυβλιχ Ρεαλ Εστατε Θυαρτερ ΨΤD Ψεαρ 3 ψεαρσ 5 Ψεαρσ 10 Ψεαρσ 15 Ψεαρσ

ΡΕΙΤ Dαταβασε −1.15 9.61 17.67 14.49 16.28 7.05 12.57

ΦΤΣΕ ΝΑΡΕΙΤ Εθυιτψ −1.43 11.75 19.86 14.22 15.91 6.35 11.38

Γλοβαλ Πυβλιχ Ρεαλ Εστατε Θυαρτερ ΨΤD Ψεαρ 3 ψεαρσ 5 Ψεαρσ 10 Ψεαρσ 15 Ψεαρσ

Γλοβαλ ΡΕΙΤ Dαταβασε 1.36 9.06 13.66 9.14 13.77 4.73 10.87

ΦΤΣΕ ΕΠΡΑ/ΝΑΡΕΙΤ Dεϖελοπεδ ΡΕΙΤ 1.46 10.97 15.85 8.60 13.17 4.16 10.67

Γλοβαλ εξ Υ.Σ. Πυβλιχ Ρεαλ Εστατε Θυαρτερ ΨΤD Ψεαρ 3 ψεαρσ 5 Ψεαρσ 10 Ψεαρσ 15 Ψεαρσ

Γλοβαλ εξ−Υ.Σ. ΡΕΙΤ Dαταβασε 4.51 7.75 8.49 2.98 11.00 2.41 �

ΕΠΡΑ/ΝΑΡΕΙΤ Dεϖ ΡΕΙΤσ εξ−Υ.Σ. 4.28 10.44 11.66 3.21 10.42 2.57 10.59

*Returns for less than one year are not annualized.

All REIT returns are reported gross in USD. 

Sources: Callan, NAREIT, NCREIF, The FTSE Group. NCREIF statistics are the product of  direct queries and may luctuate over time.

ΝΧΡΕΙΦ Τρανσαχτιον ανδ Αππραισαλ Χαπιταλιζατιον Ρατεσ ΝΧΡΕΙΦ Χαπιταλιζατιον Ρατεσ βψ Προπερτψ Τψπε
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Χολλατεραλιζεδ mορτγαγε−βαχκεδ σεχυριτιεσ (ΧΜΒΣ) ισσυανχε φορ 

τηε θυαρτερ ωασ ∃19.5 βιλλιον, α ηυγε ϕυmπ φροm τηε ∃12.1 βιλ−

λιον ιν τηε σεχονδ θυαρτερ. Wηιλε ισσυανχε ωασ υπ θυαρτερ−οϖερ−

θυαρτερ, ιτ ωασ στιλλ δοων χοmπαρεδ το τηε τηιρδ θυαρτερ οφ 2015 

(∃25.3 βιλλιον). 

Source: NCREIF

Note: Transaction capitalization rate is equal weighted.

Source: NCREIF

Note: Capitalization rates are appraisal-based.
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Private Equity Performance Database (%) (Ποολεδ Ηοριζον ΙΡΡσ τηρουγη Μαρχη 31, 2016∗)

Στρατεγψ 3 Μοντησ Ψεαρ 3 Ψεαρσ 5 Ψεαρσ 10 Ψεαρσ 15 Ψεαρσ 20 Ψεαρσ

Αλλ ςεντυρε −2.4 6.6 20.6 15.0 10.4 5.3 23.2 

Γροωτη Εθυιτψ −0.1 6.0 12.7 10.5 11.1 10.3 13.9 

Αλλ Βυψουτσ 2.1 9.7 12.8 11.5 10.9 12.3 12.7 

Μεζζανινε 3.0 8.0 9.3 10.2 9.6 8.5 9.4 

Dιστρεσσεδ 0.6 0.4 7.8 8.3 9.3 10.6 10.6 

All Private Equity 0.8 7.5 13.3 11.5 10.6 10.2 13.5 

Σ&Π 500 1.4 1.8 11.8 11.6 7.0 6.0 8.0 

Ρυσσελλ 3000 1.0 −0.3 11.2 11.0 6.9 6.4 8.0 

Private equity returns are net of  fees. 

Sources: Standard & Poor’s, Thomson/Cambridge 

*Most recent data available at time of  publication.

Στιχκερ Σηοχκ     

ΠΡΙςΑΤΕ ΕΘΥΙΤΨ |  Γαρψ Ροβερτσον

Τηιρδ−θυαρτερ φυνδραισινγ χοmmιτmεντσ τοταλεδ ∃38.6 βιλλιον ωιτη 

143 νεω παρτνερσηιπσ φορmεδ, Πριϖατε Εθυιτψ Αναλψστ ρεπορτεδ. 

Τηε νυmβερ οφ νεω φυνδσ δροππεδ βψ 27% φροm 196 ιν τηε σεχ−

ονδ θυαρτερ, ανδ δολλαρ ϖολυmε πλυmmετεδ 62% φροm ∃102.2 βιλ−

λιον. Βυτ τηισ ψεαρ ισ τραχκινγ χλοσελψ το 2015, τραιλινγ βψ ονλψ ∃3 

βιλλιον (1%) ιν χοmmιτmεντσ ανδ 41 (6%) ιν νεω παρτνερσηιπσ. 

Τηε ινϖεστmεντ παχε βψ φυνδσ ιντο χοmπανιεσ mαινταινεδ 

mοmεντυm, αχχορδινγ το Βυψουτσ νεωσλεττερ, τοταλινγ 385 τρανσ−

αχτιονσ, υπ 8% φροm 356 ιν τηε σεχονδ θυαρτερ βυτ δοων 5% 

φροm 406 α ψεαρ αγο. Τηε αννουνχεδ αγγρεγατε δολλαρ ϖολυmε 

ωασ ∃39 βιλλιον, υπ 4% φροm ∃37.6 βιλλιον ιν τηε σεχονδ θυαρτερ 

and up signiicantly from the $11.6 billion a year ago. Just eight 
δεαλσ ωιτη αννουνχεδ ϖαλυεσ οφ ∃1 βιλλιον ορ mορε χλοσεδ ιν τηε 

θυαρτερ, βυτ τηατ ωασ υπ φροm σιξ ιν τηε σεχονδ θυαρτερ.

Νεω ινϖεστmεντσ ιν ϖεντυρε χαπιταλ χοmπανιεσ τοταλεδ 1,796 

ρουνδσ ανδ ∃15 βιλλιον οφ αννουνχεδ ϖολυmε, αχχορδινγ το τηε 

Νατιοναλ ςεντυρε Χαπιταλ Ασσοχιατιον. Τηε νυmβερ οφ ρουνδσ 

δεχρεασεδ 11% φροm 2,026 ιν τηε σεχονδ θυαρτερ, ανδ τηε δολλαρ 

ϖολυmε δροππεδ 32% φροm ∃22.1 βιλλιον. 

Ρεγαρδινγ εξιτσ, Βυψουτσ ρεπορτσ τηερε ωερε 142 πριϖατε Μ&Α 

εξιτσ οφ βυψουτ−βαχκεδ χοmπανιεσ, ωιτη 38 δεαλσ δισχλοσινγ 

Φυνδσ Χλοσεδ ϑανυαρψ 1 το Σεπτεmβερ 30, 2016

Στρατεγψ Νο. οφ Φυνδσ Αmτ (∃mm) Περχεντ

ςεντυρε Χαπιταλ 274 32,312 17%

Βυψουτσ 171 122,487 63%

Συβορδινατεδ Dεβτ 11 3,220 2%

Dιστρεσσεδ Dεβτ 17 17,250 9%

Σεχονδαρψ ανδ Οτηερ 15 12,284 6%

Φυνδ−οφ−φυνδσ 28 6,451 3%

Τοταλσ 516 194,004 100%

Source: Private Equity Analyst

ϖαλυεσ τοταλινγ ∃27.5 βιλλιον. Τηε Μ&Α εξιτσ χουντ ωασ υπ 20% 

φροm 118 ιν τηε σεχονδ θυαρτερ, ανδ τηε αννουνχεδ ϖαλυε 

ινχρεασεδ 12% φροm ∃24.6 βιλλιον. Τηερε ωερε τωο βυψουτ−

backed IPOs loating an aggregate $551.6 million, down from 
three loating $1.6 billion in the second quarter.

ςεντυρε−βαχκεδ Μ&Α εξιτσ τοταλεδ 192 τρανσαχτιονσ, ωιτη α 

δισχλοσεδ δολλαρ ϖολυmε οφ ∃13.4 βιλλιον. Τηε νυmβερ οφ πριϖατε 

σαλε εξιτσ ινχρεασεδ 19% φροm 161 ιν τηε σεχονδ θυαρτερ, βυτ 

τηε αννουνχεδ δολλαρ ϖολυmε δεχλινεδ 17% φροm τηε σεχονδ 

θυαρτερ�σ ∃16.1 βιλλιον. Τηερε ωερε 14 ςΧ−βαχκεδ ΙΠΟσ ιν τηε 

third quarter with a combined loat of $1 billion. For comparison, 
τηε σεχονδ θυαρτερ οφ 2016 ηαδ 13 ΙΠΟσ ανδ τοταλ ισσυανχε οφ 

∃876.1 mιλλιον.

Note: Transaction count and dollar volume igures across all private equity measures are preliminary igures and are subject to update in subsequent versions of  Capital Market 

Review and other Callan publications.
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Χαλλαν Dαταβασε Μεδιαν ανδ Ινδεξ Ρετυρνσ∗ φορ Περιοδσ ενδεδ Σεπτεmβερ 30, 2016

Θυαρτερ ΨΤD Ψεαρ 3 Ψεαρσ 5 Ψεαρσ 10 Ψεαρσ 15 Ψεαρσ

Ηεδγε Φυνδ−οφ−Φυνδσ Dαταβασε 2.92 0.19 0.55 2.64 5.03 3.70 4.84

ΧΣ Ηεδγε Φυνδ Ινδεξ 1.74 0.09 −0.03 2.53 4.25 4.21 5.81

ΧΣ Εθυιτψ Μαρκετ Νευτραλ 1.59 −1.98 −2.02 1.17 2.12 −2.45 0.75

ΧΣ Χονϖερτιβλε Αρβιτραγε 3.83 6.16 5.54 2.14 4.01 3.98 4.55

ΧΣ Φιξεδ Ινχοmε Αρβιτραγε 2.61 2.39 2.42 2.88 4.59 3.50 4.23

ΧΣ Μυλτι−Στρατεγψ 2.55 3.21 3.74 5.86 7.33 5.66 6.79

ΧΣ Dιστρεσσεδ 2.75 2.71 0.91 1.59 5.43 4.20 7.02

ΧΣ Ρισκ Αρβιτραγε 2.30 5.08 5.93 1.71 2.61 3.59 3.71

ΧΣ Εϖεντ−Dριϖεν Μυλτι−Στρατεγψ 3.06 −0.51 −3.04 −0.56 3.71 4.11 6.13

ΧΣ Λονγ/Σηορτ Εθυιτψ 1.88 −3.23 −1.70 3.99 6.56 4.76 6.12

ΧΣ Dεδιχατεδ Σηορτ Βιασ −12.06 −18.35 −21.86 −8.80 −15.43 −10.95 −9.05

ΧΣ Γλοβαλ Μαχρο 0.58 −0.97 −0.36 1.68 2.34 5.75 7.98

ΧΣ Μαναγεδ Φυτυρεσ −3.23 −1.26 −2.30 6.80 0.98 4.09 4.93

ΧΣ Εmεργινγ Μαρκετσ 4.20 4.74 7.67 3.48 4.99 4.62 8.76

*Returns less than one year are not annualized. Sources: Callan, Credit Suisse. 

Χαν�τ Στοπ τηε Φεελινγ

ΗΕDΓΕ ΦΥΝDΣ |  ϑιm ΜχΚεε

Dεσπιτε τηε σοmβερ mοοδ σπυρρεδ βψ τηε Βρεξιτ ϖοτε χλοσινγ ουτ 

the prior quarter, capital markets got back on the dance loor 
ιν τηε τηιρδ θυαρτερ. Χεντραλ βανκερσ λετ ιτ βε κνοων τηατ τηειρ 

mυσιχ οφ εασψ mονεψ πολιχιεσ ωουλδ νοτ στοπ. ΜΣΧΙ Εmεργινγ 

Μαρκετσ (+9.03%) λεδ τηε βεατ υπωαρδ, βυτ τηε Σ&Π 500 

(+3.85%) ηιτ ανοτηερ ρεχορδ ηιγη. Ηιγηερ ινχοmε χοντινυεδ το 

βε αλλυρινγ ασ τηε Βλοοmβεργ Βαρχλαψσ Χορπορατε Ηιγη Ψιελδ 

Ινδεξ ϕυmπεδ 5.55%. 

Ηιγηλιγητινγ ραω ηεδγε φυνδ περφορmανχε ωιτηουτ ιmπλεmεντα−

τιον χοστσ, τηε Χρεδιτ Συισσε Ηεδγε Φυνδ Ινδεξ (ΧΣ ΗΦΙ) ροσε 

1.74% ιν τηε τηιρδ θυαρτερ. Ασ α βενχηmαρκ οφ αχτυαλ ηεδγε φυνδ 

πορτφολιοσ, τηε mεδιαν mαναγερ ιν τηε Χαλλαν Ηεδγε Φυνδ−οφ−

Φυνδσ Dαταβασε αδϖανχεδ 2.92%, νετ οφ αλλ φεεσ. 

Wιτηιν ΧΣ ΗΦΙ, τηε βεστ−περφορmινγ στρατεγψ λαστ θυαρτερ ωασ 

Εmεργινγ Μαρκετσ (+4.20%), συππορτεδ βψ στρονγ δεβτ ανδ 

εθυιτψ mαρκετσ αmιδ γροωινγ εχονοmιεσ. Τιγητενινγ χρεδιτ 

σπρεαδσ ανδ ιmπροϖινγ φυνδαmενταλσ συππορτεδ Χονϖερτιβλε 

Αρβ (+3.83%), Εϖεντ−Dριϖεν Μυλτι−Στρατεγψ (+3.06%), ανδ 

Dιστρεσσεδ (+2.75%). Αιδεδ βψ στρονγ εθυιτψ ταιλωινδσ, Λονγ/

Σηορτ Εθυιτψ γαινεδ 1.88%. Χηοππψ mαρκετσ χαυγητ τηε τρενδ−

φολλοωινγ χροωδσ οφ Μαναγεδ Φυτυρεσ (-3.23%) a bit lat-footed.

Wιτηιν Χαλλαν�σ Ηεδγε Φυνδ−οφ−Φυνδσ Dαταβασε, τηε mεδιαν 

Χαλλαν Λονγ/Σηορτ Εθυιτψ ΦΟΦ (+4.26%) ουτπαχεδ τηε Χαλλαν 

Αβσολυτε Ρετυρν ΦΟΦ (+2.10%). Wιτη διϖερσιφψινγ εξποσυρεσ το 

βοτη νον−διρεχτιοναλ ανδ διρεχτιοναλ στψλεσ, τηε Core Diversiied 
ΦΟΦ γαινεδ 2.91%.

  Absolute Return Core Diversified Long/Short Eq
  FOF Style FOF Style FOF Style

 10th Percentile 3.01 3.88 5.57

 25th Percentile 2.92 3.56 4.91

 Median 2.10 2.91 4.26

 75th Percentile 1.28 2.03 3.33

 90th Percentile 1.08 1.07 2.38

 T-Bills + 5% 1.32 1.32 1.32

0%

2%

4%

6%

Χαλλαν Στψλε Γρουπ Θυαρτερλψ Ρετυρνσ

Sources: Callan, Merrill Lynch
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The Callan DC Index is an equally weighted index tracking the cash lows 
ανδ περφορmανχε οφ νεαρλψ 90 πλανσ, ρεπρεσεντινγ mορε τηαν ονε mιλλιον 

DΧ παρτιχιπαντσ ανδ οϖερ ∃135 βιλλιον ιν ασσετσ. Τηε Ινδεξ ισ υπδατεδ 

θυαρτερλψ ανδ ισ αϖαιλαβλε ον Χαλλαν�σ ωεβσιτε, ασ ισ τηε θυαρτερλψ DΧ 

Οβσερϖερ νεωσλεττερ.

DΧ πλαν βαλανχεσ ινχρεασεδ α σολιδ 1.67% ιν τηε σεχονδ 

θυαρτερ, αχχορδινγ το τηε Χαλλαν DΧ Ινδεξ�. Βυτ παρτιχιπαντσ 

sought cover, shifting money from equities into ixed income 
ανδ σταβλε ϖαλυε. Τηισ ισ ατψπιχαλ βεηαϖιορ. Γενεραλλψ, DΧ πλαν 

παρτιχιπαντσ τενδ το φολλοω τηε mαρκετ, ηεαδινγ το εθυιτιεσ 

ωηεν τηε στοχκ mαρκετ ρισεσ.

Τυρνοϖερ�ορ νετ τρανσφερ αχτιϖιτψ λεϖελσ�ηασ αλσο βεεν 

βελοω αϖεραγε τηισ ψεαρ, χοmινγ ιν ατ 0.55% ιν τηε σεχονδ 

quarter and 0.45% in the irst. Historical turnover since incep−

τιον ισ 0.65% φορ τηε Ινδεξ.

Αλτηουγη τηε Ινδεξ ροσε σmαρτλψ φορ τηε θυαρτερ�γαινινγ 

1.90%�ταργετ δατε φυνδσ στιλλ mαναγεδ το mαργιναλλψ ουτπαχε 

τηε τψπιχαλ DΧ ινϖεστορ, γαινινγ 2.02%. Σινχε ινχεπτιον, τηε 

DΧ Ινδεξ ηασ τραιλεδ τηε Αγε 45 Ταργετ Dατε Φυνδ βψ 70 βασισ 

ποιντσ αννυαλλψ, αϖεραγινγ α 5.15% αννυαλ ρετυρν.

Money lowed out of DC plans during the quarter to the tune 
of 23 basis points. Historically, inlows (participant and plan 
σπονσορ χοντριβυτιονσ) ηαϖε αχχουντεδ φορ αππροξιmατελψ 

30% οφ τοταλ γροωτη ιν πλαν βαλανχεσ (2.24% αννυαλιζεδ). 

Αλτογετηερ, παρτιχιπαντ βαλανχεσ ηαϖε ινχρεασεδ 7.39% αννυ−

αλλψ σινχε ινχεπτιον οφ τηε Ινδεξ.

Τηε DΧ Ινδεξ�σ αλλοχατιον το ταργετ δατε φυνδσ χοντινυεδ το 

ινχρεασε ιν τηε θυαρτερ, ρεαχηινγ 26.9% οφ τοταλ DΧ ασσετσ. 

Μεανωηιλε, Υ.Σ. λαργε χαπ εθυιτψ δροππεδ το ιτσ λοωεστ αλλοχα−

τιον σινχε τηε φουρτη θυαρτερ οφ 2011.

Target date funds are the ifth most prevalent asset class in 
DΧ πλανσ (89% οφφερ τηεm), ανδ ωηεν οφφερεδ αττραχτ τηε λιον�σ 

σηαρε οφ ασσετσ, ατ 31% ον αϖεραγε.

DΧ Παρτιχιπαντσ Σεεκ Χοϖερ

DΕΦΙΝΕD ΧΟΝΤΡΙΒΥΤΙΟΝ |  Τοm Σζκωαρλα

Νετ Χαση Φλοω Αναλψσισ (Σεχονδ Θυαρτερ 2016) 

(Τοπ Τωο ανδ Βοττοm Τωο Ασσετ Γατηερερσ)

Ασσετ Χλασσ

Flows as % of
Τοταλ Νετ Φλοωσ

Ταργετ Dατε Φυνδσ 47.68%

Υ.Σ. Φιξεδ 22.94%

Χοmπανψ Στοχκ −22.66%

Υ.Σ. Λαργε Χαπ −39.59%

Τοταλ Τυρνοϖερ∗∗ 0.55%

Source: Callan DC Index

Data provided here is the most recent available at time of  publication.

* DC Index inception date is January 2006.

** Total Index “turnover” measures the percentage of  total invested assets (transfers 

only, excluding contributions and withdrawals) that moved between asset classes. 

Ινϖεστmεντ Περφορmανχε∗

Γροωτη Σουρχεσ∗
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Actual vs Target Asset Allocation
As of September 30, 2016

The top left chart shows the Fund’s asset allocation as of September 30, 2016. The top right chart shows the Fund’s target
asset allocation as outlined in the investment policy statement. The bottom chart ranks the fund’s asset allocation and the
target allocation versus the CAI Public Fund Sponsor Database.

Actual Asset Allocation

Domestic Equity
22%

Domestic Fixed Income
18%

International Equity
16%

Int’l Fixed Income
5%

Global Real Estate
11%

World Equity
17%

Private Equity
3%

Timber
3%

Infrastructure
4%

Cash Equivalents
1%

Target Asset Allocation

Domestic Equity
21%

Domestic Fixed Income
18%

International Equity
14%

Int’l Fixed Income
5%

Global Real Estate
11%

World Equity
16%

Private Equity
7%

Timber
3%

Infrastructure
5%

Cash Equivalents
1%

$000s Weight Percent $000s
Asset Class Actual Actual Target Difference Difference
Domestic Equity       1,095,505   22.5%   21.0%    1.5%          71,144
Domestic Fixed Income         864,656   17.7%   17.8% (0.1%) (3,612)
International Equity         766,044   15.7%   14.3%    1.4%          68,503
Int’l Fixed Income         261,268    5.4%    5.4%    0.0% (2,139)
Global Real Estate         529,785   10.9%   10.5%    0.4%          17,604
World Equity         806,126   16.5%   16.0%    0.5%          25,660
Private Equity         156,021    3.2%    6.5% (3.3%) (161,043)
Timber         152,589    3.1%    3.0%    0.1%           6,252
Infrastructure         213,935    4.4%    5.0% (0.6%) (29,960)
Cash Equivalents          31,982    0.7%    0.5%    0.2%           7,593
Total       4,877,911  100.0%  100.0%

Asset Class Weights vs CAI Public Fund Sponsor Database
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Domestic Domestic Cash Global International Int’l Alternative World
Equity Fixed Income Equivalents Real Estate Equity Fixed Income Equity

(90)(93)
(81)(81)

(44)(49)

(24)(28)
(65)(74)

(6)(6)
(26)

(19) (11)(12)

10th Percentile 51.51 40.19 3.37 13.69 24.09 3.05 19.90 16.96
25th Percentile 44.63 34.34 1.60 10.63 21.20 0.00 11.27 0.00

Median 36.21 27.74 0.45 6.35 18.09 0.00 1.24 0.00
75th Percentile 29.95 20.56 0.00 0.00 14.28 0.00 0.00 0.00
90th Percentile 23.14 13.65 0.00 0.00 8.83 0.00 0.00 0.00

Fund 22.46 17.73 0.66 10.86 15.70 5.36 10.71 16.53

Target 21.00 17.80 0.50 10.50 14.30 5.40 14.50 16.00

% Group Invested 96.70% 97.25% 69.78% 60.99% 87.91% 14.29% 43.96% 24.18%

* Current Quarter Target = 16.1% Russell 1000 Index, 16.0% MSCI World, 13.2% BB Barclays Aggregate Idx, 11.2% MSCI World ex US, 10.5% NCREIF

Total Index, 6.5% NDSIB PEN - Private Equity, 5.4% BB Barclays Gl Agg ex US, 5.0% CPI-W, 4.9% Russell 2000 Index, 4.6% BB Barclays US HY Cor 2%C,

3.1% MSCI EM, 3.0% NCREIF Timberland Index and 0.5% 3-month Treasury Bill.
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Quarterly Total Fund Relative Attribution - September 30, 2016

The following analysis approaches Total Fund Attribution from the perspective of relative return. Relative return attribution
separates and quantifies the sources of total fund excess return relative to its target. This excess return is separated into two
relative attribution effects: Asset Allocation Effect and Manager Selection Effect. The Asset Allocation Effect represents the
excess return due to the actual total fund asset allocation differing from the target asset allocation. Manager Selection Effect
represents the total fund impact of the individual managers excess returns relative to their benchmarks.

Asset Class Under or Overweighting

(4%) (3%) (2%) (1%) 0% 1% 2% 3%

Domestic Equity 1.34

Domestic Fixed Income 0.07

Global Real Estate 0.72

Infrastructure (0.55 )

Timber (0.62 )

International Equity 0.95

International Fixed Inc.

Private Equity (2.35 )

World Equity 0.44

Cash & Equivalents 0.01

Domestic Equity

Domestic Fixed Income

Global Real Estate

Infrastructure

Timber

International Equity

International Fixed Inc.

Private Equity

World Equity

Cash & Equivalents

Total

Actual vs Target Returns

(2%) 0% 2% 4% 6% 8% 10%

Actual Target

Relative Attribution by Asset Class

(0.30%) (0.20%) (0.10%) 0.00% 0.10% 0.20% 0.30%

Manager Effect Asset Allocation Total

Relative Attribution Effects for Quarter ended September 30, 2016

Effective Effective Total
Actual Target Actual Target Manager Asset Relative

Asset Class Weight Weight Return Return Effect Allocation Return

Domestic Equity 23% 21% 4.33% 5.17% (0.19%) 0.02% (0.17%)
Domestic Fixed Income 18% 17% 2.39% 1.79% 0.11% (0.00%) 0.10%
Global Real Estate 11% 10% 1.49% 1.77% (0.03%) (0.01%) (0.04%)
Infrastructure 4% 5% (0.15%) 0.09% (0.01%) 0.02% 0.01%
Timber 3% 4% 0.00% 0.67% (0.02%) 0.02% 0.00%
International Equity 15% 14% 8.07% 6.90% 0.17% 0.03% 0.20%
International Fixed Inc. 5% 5% 1.47% 1.03% 0.02% (0.00%) 0.02%
Private Equity 3% 6% 1.71% 1.71% 0.00% 0.02% 0.02%
World Equity 16% 16% 5.21% 4.87% 0.06% 0.00% 0.06%
Cash & Equivalents 1% 1% 0.12% 0.10% 0.00% (0.00%) (0.00%)

Total = + +3.76% 3.56% 0.11% 0.09% 0.20%

* Current Quarter Target = 16.1% Russell 1000 Index, 16.0% MSCI World, 13.2% BB Barclays Aggregate Idx, 11.2% MSCI World ex US, 10.5% NCREIF

Total Index, 6.5% NDSIB PEN - Private Equity, 5.4% BB Barclays Gl Agg ex US, 5.0% CPI-W, 4.9% Russell 2000 Index, 4.6% BB Barclays US HY Cor 2%C,

3.1% MSCI EM, 3.0% NCREIF Timberland Index and 0.5% 3-month Treasury Bill.
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Cumulative Total Fund Relative Attribution - September 30, 2016

The charts below accumulate the Total Fund Attribution Analysis (shown earlier) over multiple periods to examine the
cumulative sources of excess total fund performance relative to target. These cumulative results quantify the longer-term
sources of total fund excess return relative to target by asset class. These relative attribution effects separate the cumulative
sources of total fund excess return into Asset Allocation Effect and Manager Selection Effect.

One Year Relative Attribution Effects

(0.6%) (0.4%) (0.2%) 0.0% 0.2% 0.4% 0.6% 0.8%
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Total

Manager Effect Asset Allocation Total
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Actual Target Actual Target Manager Asset Relative
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Domestic Equity 22% 21% 14.62% 15.11% (0.12%) 0.04% (0.07%)
Domestic Fixed Income 18% 17% 7.11% 7.27% (0.03%) (0.04%) (0.07%)
Global Real Estate 11% 10% 10.77% 9.22% 0.17% (0.01%) 0.16%
Infrastructure 5% 5% 2.14% 1.22% 0.05% 0.02% 0.07%
Timber 3% 5% 4.32% 3.28% 0.05% 0.05% 0.10%
International Equity 15% 14% 12.45% 8.73% 0.56% (0.03%) 0.53%
International Fixed Inc. 5% 5% 11.90% 11.67% 0.01% (0.03%) (0.02%)
Private Equity 4% 5% (5.78%) (5.78%) 0.00% 0.20% 0.20%
World Equity 16% 16% 9.45% 11.36% (0.30%) (0.04%) (0.34%)
Cash & Equivalents 1% 1% 0.39% 0.27% 0.00% 0.02% 0.02%

Total = + +9.72% 9.16% 0.37% 0.19% 0.57%

* Current Quarter Target = 16.1% Russell 1000 Index, 16.0% MSCI World, 13.2% BB Barclays Aggregate Idx, 11.2% MSCI World ex US, 10.5% NCREIF

Total Index, 6.5% NDSIB PEN - Private Equity, 5.4% BB Barclays Gl Agg ex US, 5.0% CPI-W, 4.9% Russell 2000 Index, 4.6% BB Barclays US HY Cor 2%C,

3.1% MSCI EM, 3.0% NCREIF Timberland Index and 0.5% 3-month Treasury Bill.
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Cumulative Total Fund Relative Attribution - September 30, 2016

The charts below accumulate the Total Fund Attribution Analysis (shown earlier) over multiple periods to examine the
cumulative sources of excess total fund performance relative to target. These cumulative results quantify the longer-term
sources of total fund excess return relative to target by asset class. These relative attribution effects separate the cumulative
sources of total fund excess return into Asset Allocation Effect and Manager Selection Effect.

Three Year Annualized Relative Attribution Effects
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Domestic Equity 23% 21% 10.64% 9.90% 0.16% 0.04% 0.20%
Domestic Fixed Income 19% 18% 5.54% 4.41% 0.21% (0.01%) 0.21%
Global Real Estate 10% 10% 14.34% 11.31% 0.27% (0.02%) 0.26%
Infrastructure 4% 5% 4.36% 0.71% 0.14% 0.04% 0.18%
Timber 4% 5% 3.62% 7.59% (0.17%) (0.03%) (0.20%)
International Equity 15% 14% 2.61% 0.32% 0.35% (0.04%) 0.31%
International Fixed Inc. 5% 5% 1.84% 0.75% 0.05% (0.00%) 0.05%
Private Equity 4% 5% (2.09%) (2.09%) 0.00% 0.06% 0.06%
World Equity 16% 16% 5.39% 5.85% (0.08%) (0.01%) (0.08%)
Cash & Equivalents 1% 1% 0.17% 0.11% 0.00% 0.01% 0.01%

Total = + +6.45% 5.45% 0.94% 0.06% 1.00%

* Current Quarter Target = 16.1% Russell 1000 Index, 16.0% MSCI World, 13.2% BB Barclays Aggregate Idx, 11.2% MSCI World ex US, 10.5% NCREIF

Total Index, 6.5% NDSIB PEN - Private Equity, 5.4% BB Barclays Gl Agg ex US, 5.0% CPI-W, 4.9% Russell 2000 Index, 4.6% BB Barclays US HY Cor 2%C,

3.1% MSCI EM, 3.0% NCREIF Timberland Index and 0.5% 3-month Treasury Bill.
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Cumulative Total Fund Relative Attribution - September 30, 2016

The charts below accumulate the Total Fund Attribution Analysis (shown earlier) over multiple periods to examine the
cumulative sources of excess total fund performance relative to target. These cumulative results quantify the longer-term
sources of total fund excess return relative to target by asset class. These relative attribution effects separate the cumulative
sources of total fund excess return into Asset Allocation Effect and Manager Selection Effect.

Five Year Annualized Relative Attribution Effects
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Domestic Equity 24% 23% 17.30% 16.33% 0.21% 0.06% 0.27%
Domestic Fixed Income 19% 18% 6.36% 4.51% 0.35% (0.05%) 0.30%
Global Real Estate 10% 10% 13.51% 11.18% 0.21% (0.03%) 0.18%
Timber 4% 5% 1.35% 6.91% (0.28%) (0.00%) (0.28%)
Infrastructure 4% 5% 5.57% 1.03% 0.18% 0.09% 0.27%
International Equity 15% 15% 8.48% 6.50% 0.29% (0.01%) 0.28%
International Fixed Inc. 5% 5% 2.44% 0.70% 0.10% (0.01%) 0.08%
Private Equity 5% 5% 0.77% 0.77% 0.00% 0.03% 0.03%
World Equity 13% 13% - - (0.02%) (0.05%) (0.08%)
Cash & Equivalents 1% 1% 0.14% 0.10% 0.00% (0.01%) (0.00%)

Total = + +9.88% 8.83% 1.04% 0.01% 1.05%

* Current Quarter Target = 16.1% Russell 1000 Index, 16.0% MSCI World, 13.2% BB Barclays Aggregate Idx, 11.2% MSCI World ex US, 10.5% NCREIF

Total Index, 6.5% NDSIB PEN - Private Equity, 5.4% BB Barclays Gl Agg ex US, 5.0% CPI-W, 4.9% Russell 2000 Index, 4.6% BB Barclays US HY Cor 2%C,

3.1% MSCI EM, 3.0% NCREIF Timberland Index and 0.5% 3-month Treasury Bill.
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Cumulative Total Fund Relative Attribution - September 30, 2016

The charts below accumulate the Total Fund Attribution Analysis (shown earlier) over multiple periods to examine the
cumulative sources of excess total fund performance relative to target. These cumulative results quantify the longer-term
sources of total fund excess return relative to target by asset class. These relative attribution effects separate the cumulative
sources of total fund excess return into Asset Allocation Effect and Manager Selection Effect.
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Domestic Equity 31% 31% 6.44% 7.27% (0.29%) 0.02% (0.27%)
Domestic Fixed Income 23% 22% 6.00% 5.74% (0.09%) (0.01%) (0.10%)
Global Real Estate 9% 8% 5.73% 7.22% (0.12%) (0.03%) (0.16%)
Timber 2% 2% - - (0.14%) (0.00%) (0.14%)
Infrastructure 2% 2% - - 0.09% 0.05% 0.13%
International Equity 16% 17% 4.18% 2.37% 0.31% (0.04%) 0.27%
International Fixed Inc. 5% 5% 5.38% 4.06% 0.07% (0.03%) 0.04%
Private Equity 4% 5% 0.30% 0.30% 0.00% (0.03%) (0.03%)
World Equity 7% 7% - - (0.01%) (0.03%) (0.04%)
Cash & Equivalents 1% 1% 0.68% 0.92% (0.00%) (0.01%) (0.01%)

Total = + +5.17% 5.50% (0.20%) (0.13%) (0.33%)

* Current Quarter Target = 16.1% Russell 1000 Index, 16.0% MSCI World, 13.2% BB Barclays Aggregate Idx, 11.2% MSCI World ex US, 10.5% NCREIF

Total Index, 6.5% NDSIB PEN - Private Equity, 5.4% BB Barclays Gl Agg ex US, 5.0% CPI-W, 4.9% Russell 2000 Index, 4.6% BB Barclays US HY Cor 2%C,

3.1% MSCI EM, 3.0% NCREIF Timberland Index and 0.5% 3-month Treasury Bill.
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Cumulative Performance Relative to Target

The first chart below illustrates the cumulative performance of the Total Fund relative to the cumulative performance of the
Fund’s Target Asset Mix. The Target Mix is assumed to be rebalanced each quarter with no transaction costs. The second
chart below shows the return and the risk of the Total Fund and the Target Mix, contrasted with the returns and risks of the
funds in the CAI Public Fund Sponsor Database.
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Squares represent membership of the CAI Public Fund Sponsor Database

* Current Quarter Target = 16.1% Russell 1000 Index, 16.0% MSCI World, 13.2% BB Barclays Aggregate Idx, 11.2% MSCI World ex US, 10.5% NCREIF

Total Index, 6.5% NDSIB PEN - Private Equity, 5.4% BB Barclays Gl Agg ex US, 5.0% CPI-W, 4.9% Russell 2000 Index, 4.6% BB Barclays US HY Cor 2%C,

3.1% MSCI EM, 3.0% NCREIF Timberland Index and 0.5% 3-month Treasury Bill.
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Actual vs Target Historical Asset Allocation

The Historical asset allocation for a fund is by far the largest factor explaining its performance. The charts below show the
fund’s historical actual asset allocation, the fund’s historical target asset allocation, and the historical asset allocation of the
average fund in the CAI Public Fund Sponsor Database.
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* Current Quarter Target = 16.1% Russell 1000 Index, 16.0% MSCI World, 13.2% BB Barclays Aggregate Idx, 11.2% MSCI World ex US, 10.5% NCREIF

Total Index, 6.5% NDSIB PEN - Private Equity, 5.4% BB Barclays Gl Agg ex US, 5.0% CPI-W, 4.9% Russell 2000 Index, 4.6% BB Barclays US HY Cor 2%C,

3.1% MSCI EM, 3.0% NCREIF Timberland Index and 0.5% 3-month Treasury Bill.
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Asset Class Risk and Return

The charts below show the five year annualized risk and return for each asset class component of the Total Fund. The first
graph contrasts these values with those of the appropriate index for each asset class. The second chart contrasts them with
the risk and return of the median portfolio in each of the appropriate CAI comparative databases. In each case, the
crosshairs on the chart represent the return and risk of the Total Fund.
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Total Fund Ranking

The first two charts show the ranking of the Total Fund’s performance relative to that of the CAI Public Fund Sponsor
Database for periods ended September 30, 2016. The first chart is a standard unadjusted ranking. In the second chart each
fund in the database is adjusted to have the same historical asset allocation as that of the Total Fund.
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10th Percentile 4.06 11.03 7.31 10.41 7.08
25th Percentile 3.83 9.96 7.12 10.14 6.21

Median 3.65 9.45 6.69 9.60 5.61
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90th Percentile 2.86 8.59 5.43 8.60 4.51

Total Fund 3.76 9.72 6.45 9.88 5.17

Policy Target 3.56 9.16 5.45 8.83 5.50

* Current Quarter Target = 16.1% Russell 1000 Index, 16.0% MSCI World, 13.2% BB Barclays Aggregate Idx, 11.2% MSCI World ex US, 10.5% NCREIF

Total Index, 6.5% NDSIB PEN - Private Equity, 5.4% BB Barclays Gl Agg ex US, 5.0% CPI-W, 4.9% Russell 2000 Index, 4.6% BB Barclays US HY Cor 2%C,

3.1% MSCI EM, 3.0% NCREIF Timberland Index and 0.5% 3-month Treasury Bill.
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Asset Class Rankings

The charts below show the rankings of each asset class component of the Total Fund relative to appropriate comparative
databases. In the upper right corner of each graph is the weighted average of the rankings across the different asset classes.
The weights of the fund’s actual asset allocation are used to make this calculation. The weighted average ranking can be
viewed as a measure of the fund’s overall success in picking managers and structuring asset classes.
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* Current Quarter Target = 16.1% Russell 1000 Index, 16.0% MSCI World, 13.2% BB Barclays Aggregate Idx, 11.2% MSCI World ex US, 10.5% NCREIF

Total Index, 6.5% NDSIB PEN - Private Equity, 5.4% BB Barclays Gl Agg ex US, 5.0% CPI-W, 4.9% Russell 2000 Index, 4.6% BB Barclays US HY Cor 2%C,

3.1% MSCI EM, 3.0% NCREIF Timberland Index and 0.5% 3-month Treasury Bill.
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Investment Manager Asset Allocation

The table below contrasts the distribution of assets across the Fund’s investment managers as of September 30, 2016, with
the distribution as of June 30, 2016. The change in asset distribution is broken down into the dollar change due to Net New
Investment and the dollar change due to Investment Return.

Asset Distribution Across Investment Managers

September 30, 2016 June 30, 2016

Market Value Weight Net New Inv. Inv. Return Market Value Weight
GLOBAL EQUITY $2,823,696,183 57.89% $(20,914,798) $145,988,111 $2,698,622,870 57.16%

Domestic Equity $1,095,505,317 22.46% $(13,400,125) $45,939,546 $1,062,965,897 22.51%

    Large Cap Domestic Equity $840,864,572 17.24% $(5,580,266) $30,652,488 $815,792,350 17.28%
L.A. Capital 319,904,008 6.56% (159,904) 11,609,076 308,454,836 6.53%
LACM Enhanced Index 197,472,253 4.05% (48,167) 6,177,541 191,342,879 4.05%
Northern Trust AM Enh S&P 500 149,820,252 3.07% 0 6,207,521 143,612,731 3.04%
Parametric Clifton Enh S&P 500 173,668,059 3.56% (5,372,195) 6,658,351 172,381,903 3.65%

    Small Cap Domestic Equity $254,640,745 5.22% $(7,819,859) $15,287,057 $247,173,547 5.24%
Atlanta Capital 115,848,391 2.37% (207,293) 2,786,425 113,269,259 2.40%
Parametric Clifton Enh Small Cap 138,792,354 2.85% (7,612,566) 12,500,632 133,904,288 2.84%

International Equity $766,044,087 15.70% $(342,208) $57,193,701 $709,192,595 15.02%

    Developed Int’l Equity $571,750,622 11.72% $(342,208) $41,336,138 $530,756,692 11.24%
Capital Group 7,445 0.00% (93,523) 7,140 93,828 0.00%
DFA Int’l Small Cap 79,505,332 1.63% 0 7,582,742 71,922,590 1.52%
Northern Trust AM World Ex US 271,364,101 5.56% (21,117) 16,207,369 255,177,849 5.40%
Wellington Management Co. 86,811,610 1.78% (188,138) 5,466,842 81,532,906 1.73%
William Blair 134,062,134 2.75% (39,430) 12,072,045 122,029,518 2.58%

    Emerging Markets Equity $194,293,465 3.98% $0 $15,857,562 $178,435,903 3.78%
Axiom 144,414,502 2.96% 0 12,087,251 132,327,251 2.80%
DFA 49,878,963 1.02% 0 3,770,311 46,108,652 0.98%

World Equity $806,125,731 16.53% $(966,403) $39,967,707 $767,124,427 16.25%
EPOCH Investment Partners 348,628,218 7.15% (543,642) 10,647,831 338,524,029 7.17%
LSV Asset Management 457,497,513 9.38% (422,761) 29,319,876 428,600,398 9.08%
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Investment Manager Asset Allocation

The table below contrasts the distribution of assets across the Fund’s investment managers as of September 30, 2016, with
the distribution as of June 30, 2016. The change in asset distribution is broken down into the dollar change due to Net New
Investment and the dollar change due to Investment Return.

Asset Distribution Across Investment Managers

September 30, 2016 June 30, 2016

Market Value Weight Net New Inv. Inv. Return Market Value Weight
Private Equity $156,021,048 3.20% $(6,206,061) $2,887,158 $159,339,951 3.37%

Adams Street Direct Co-Invest Fd 4,640,689 0.10% (933,564) 0 5,574,253 0.12%
Adams Street Direct Fund 2010 1,224,918 0.03% (126,684) 0 1,351,602 0.03%
Adams Street 1998 Partnership 125,383 0.00% 0 (418) 125,801 0.00%
Adams Street 1999 Partnership 325,810 0.01% 0 (12,174) 337,984 0.01%
Adams Street 2000 Partnership 935,213 0.02% 0 (2,831) 938,044 0.02%
Adams Street 2001 Partnership 1,493,923 0.03% 0 (22,563) 1,516,486 0.03%
Adams Street 2002 Partnership 742,416 0.02% 0 3,981 738,435 0.02%
Adams Street 2003 Partnership 302,724 0.01% (56,258) 352 358,630 0.01%
Adams Street 2010 Partnership 5,513,205 0.11% 0 0 5,513,205 0.12%
Adams Street 2008 Fund 7,218,133 0.15% (250,071) 0 7,468,204 0.16%
Adams Street 1999 Non-US 62,996 0.00% (318,907) (19,256) 401,159 0.01%
Adams Street 2000 Non-US 733,630 0.02% 0 23,918 709,712 0.02%
Adams Street 2001 Non-US 167,719 0.00% 0 (2,206) 169,925 0.00%
Adams Street 2002 Non-US 1,026,606 0.02% 0 (1,646) 1,028,252 0.02%
Adams Street 2003 Non-US 581,023 0.01% 0 15,943 565,080 0.01%
Adams Street 2004 Non-US 419,297 0.01% 0 16,372 402,925 0.01%
Adams Street 2010 Non-US 2,590,067 0.05% (40,612) 0 2,630,679 0.06%
Adams Street 2010 Non-US Emg 1,290,610 0.03% 0 0 1,290,610 0.03%
Adams Street 2015 Global Fd 2,591,162 0.05% 1,078,219 0 1,512,943 0.03%
Adams Street BVCF IV Fund 3,764,686 0.08% 0 0 3,764,686 0.08%
Hearthstone Advisors MSII 12,792 0.00% 0 0 12,792 0.00%
Hearthstone Advisors MSIII 4,421,442 0.09% 0 0 4,421,442 0.09%
CorsAir III 13,394,710 0.27% 56,432 (56,432) 13,394,710 0.28%
ND Investors 1 0.00% (14,853,744) 2,931,963 11,921,782 0.25%
CorsAir IV 22,953,119 0.47% 6,049,237 (200,951) 17,104,833 0.36%
Capital International V 7,597,875 0.16% (174,417) (46,794) 7,819,086 0.17%
Capital International VI 19,460,463 0.40% 1,742,693 (162,874) 17,880,644 0.38%
EIG Energy Fund XIV 5,159,290 0.11% 514,017 (21,044) 4,666,317 0.10%
Lewis & Clark, LP 1,329,909 0.03% 0 0 1,329,909 0.03%
Lewis & Clark II 9,613,134 0.20% 0 0 9,613,134 0.20%
Quantum Energy Partners 7,678,417 0.16% 1,107,598 443,819 6,127,000 0.13%
Quantum Resources 51,635 0.00% 0 0 51,635 0.00%
Matlin Patterson I - - 0 (1) 1 0.00%
Matlin Patterson II 1,625,922 0.03% 0 0 1,625,922 0.03%
Matlin Patterson III 26,972,129 0.55% 0 0 26,972,129 0.57%
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Investment Manager Asset Allocation

The table below contrasts the distribution of assets across the Fund’s investment managers as of September 30, 2016, with
the distribution as of June 30, 2016. The change in asset distribution is broken down into the dollar change due to Net New
Investment and the dollar change due to Investment Return.

Asset Distribution Across Investment Managers

September 30, 2016 June 30, 2016

Market Value Weight Net New Inv. Inv. Return Market Value Weight
GLOBAL FIXED INCOME $1,125,923,815 23.08% $3,807,397 $23,717,829 $1,098,398,589 23.26%

Domestic Fixed Income $864,655,862 17.73% $4,033,181 $19,936,331 $840,686,350 17.81%

    Inv. Grade Fixed Income $626,246,720 12.84% $12,757,828 $9,410,783 $604,078,109 12.79%
Declaration Total Return 88,395,900 1.81% (30,967) 1,866,334 86,560,533 1.83%
J. P. Morgan MBS 123,474,049 2.53% 8,941,466 633,331 113,899,252 2.41%
PIMCO DiSCO II 95,519,443 1.96% 0 3,806,044 91,713,399 1.94%
PIMCO MBS 184,437,522 3.78% (76,870) 1,327,148 183,187,244 3.88%
PIMCO Unconstrained 63,625,363 1.30% (69,159) 2,018,361 61,676,161 1.31%
SSgA Long US Treas Index 70,794,443 1.45% 3,993,358 (240,436) 67,041,520 1.42%

    Below Inv. Grade Fixed Income $238,409,143 4.89% $(8,724,647) $10,525,548 $236,608,241 5.01%
Goldman Sachs 2006 Offshore 600,000 0.01% (492,347) (7,653) 1,100,000 0.02%
Goldman Sachs Offshore V 2,586,000 0.05% 0 0 2,586,000 0.05%
Loomis Sayles 188,140,843 3.86% (8,232,300) 10,533,201 185,839,941 3.94%
PIMCO Bravo II Fund 47,082,300 0.97% 0 0 47,082,300 1.00%

Internationall Fixed Income $261,267,952 5.36% $(225,785) $3,781,497 $257,712,240 5.46%
Brandywine 149,687,618 3.07% (140,726) 2,483,777 147,344,567 3.12%
UBS Global Asset Mgmt. 111,580,334 2.29% (85,059) 1,297,720 110,367,673 2.34%

GLOBAL REAL ASSETS $896,309,089 18.37% $22,548,577 $7,452,466 $866,308,046 18.35%

Global Real Estate $529,784,618 10.86% $24,505,205 $7,771,035 $497,508,378 10.54%
Invesco Core Real Estate 247,308,619 5.07% 19,785,904 4,090,737 223,431,979 4.73%
Invesco Fund II 5,294,577 0.11% (3,000,170) 0 8,294,747 0.18%
Invesco Fund III 28,060,334 0.58% 0 0 28,060,334 0.59%
Invesco Asia RE Feeder 1,042,682 0.02% (619,000) (51,115) 1,712,797 0.04%
Invesco Asia RE Fund III 13,520,326 0.28% 5,145,000 (65,131) 8,440,457 0.18%
Invesco Value Added Fd IV 22,535,119 0.46% 3,193,173 0 19,341,946 0.41%
JP Morgan 190,113,635 3.90% 0 3,680,621 186,433,014 3.95%
JP Morgan Alternative Fd 312,204 0.01% 0 0 312,204 0.01%
JP Morgan China Property Fd 11,459,032 0.23% 0 () 11,459,032 0.24%
JP Morgan Greater European Opp Fd 10,138,090 0.21% 299 115,924 10,021,867 0.21%

Timber $152,589,151 3.13% $(760,000) $0 $153,349,151 3.25%
TIR Teredo 33,820,778 0.69% 0 0 33,820,778 0.72%
TIR Springbank 118,768,373 2.43% (760,000) 0 119,528,373 2.53%

Infrastructure $213,935,320 4.39% $(1,196,628) $(318,570) $215,450,517 4.56%
JP Morgan Asian Infrastructure 28,039,000 0.57% 133,405 (133,407) 28,039,002 0.59%
JP Morgan IIF 142,195,639 2.92% (7) () 142,195,646 3.01%
Grosvenor Cust. Infrastructure 39,983,644 0.82% (1,232,574) (150,917) 41,367,135 0.88%
Grosvenor Cust. Infrastructure II 3,717,037 0.08% (97,451) (34,246) 3,848,734 0.08%

CASH & CASH EQUIVALENTS $31,982,261 0.66% $(26,227,781) $46,520 $58,163,522 1.23%
Northern Trust Cash Account 21,978,889 0.45% (36,227,781) 43,148 58,163,522 1.23%
Bank of ND 10,003,372 0.21% 10,000,000 3,372 - -

Securities Lending Income $0 0.00% $(131,242) $131,242 - -

Total Fund $4,877,911,347 100.0% $(20,917,846) $177,336,168 $4,721,493,026 100.0%
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Investment Manager Returns

The table below details the rates of return for the Fund’s investment managers over various time periods ended September
30, 2016. Negative returns are shown in red, positive returns in black. Returns for one year or greater are annualized. The
first set of returns for each asset class represents the composite returns for all the fund’s accounts for that asset class.

Returns for Periods Ended September 30, 2016

Last Last Last
Last Last  3  5  10

Quarter Year Years Years Years

Global Equity
Gross 5.41% 11.18% 6.17% 12.19% -
Net 5.31% 10.92% 5.82% 11.81% -
   Wtd Avg Global Equity Benchmark 5.22% 10.58% 5.32% 11.33% -

Domestic Equity
Gross 4.33% 14.62% 10.64% 17.30% 6.44%
Net 4.20% 14.40% 10.41% 17.02% 6.12%
   Wtd Avg Domestic Equity Benchmark 5.17% 15.11% 9.90% 16.33% 7.27%

Large Cap Equity
Gross 3.76% 15.03% 12.10% 17.56% 5.84%
Net 3.69% 14.86% 11.91% 17.35% 5.59%
   Large Cap Benchmark (1) 4.03% 14.93% 10.78% 16.40% 7.25%

L.A. Capital - Gross 3.76% 14.82% 13.22% 18.24% 9.42%
L.A. Capital - Net 3.71% 14.58% 12.99% 17.99% 9.21%
   Russell 1000 Growth Index 4.58% 13.76% 11.83% 16.60% 8.85%

LACM Enhanced Index - Goss 3.23% 15.54% 11.83% 17.38% 8.32%
LACM Enhanced Index  - Net 3.20% 15.41% 11.70% 17.24% 8.16%
   Russell 1000 Index 4.03% 14.93% 10.78% 16.41% 7.40%

Northern Tr AM Enh S&P500 - Gross 4.32% 13.54% 10.88% 16.75% 7.17%
Northern Tr AM Enh S&P500 - Net 4.32% 13.54% 10.53% 16.38% 6.99%
   S&P 500 Index 3.85% 15.43% 11.16% 16.37% 7.24%

Parametric Clifton Enh S&P500 - Gross 3.86% 16.08% 11.49% 16.84% -
Parametric Clifton Enh S&P500 - Net 3.65% 15.84% 11.41% 16.74% -
   S&P 500 Index 3.85% 15.43% 11.16% 16.37% 7.24%

Small Cap Equity
Gross 6.20% 12.91% 5.70% 16.05% 7.80%
Net 5.87% 12.55% 5.36% 15.55% 7.27%
   Russell 2000 Index 9.05% 15.47% 6.71% 15.82% 7.07%

Atlanta Capital - Gross 2.46% - - - -
Atlanta Capital - Net 2.28% - - - -
   S&P 600 Small Cap Index 7.20% 18.12% 9.04% 17.86% 8.71%

Parametric Clifton Enh SmCap - Gross 9.35% 17.04% 7.97% 17.31% -
Parametric Clifton Enh SmCap - Net 8.88% 16.54% 7.55% 16.81% -
    Russell 2000 Index 9.05% 15.47% 6.71% 15.82% 7.07%

(1) S&P 500 Index through 12/31/2011 and Russell 1000 Index thereafter.
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Investment Manager Returns

The table below details the rates of return for the Fund’s investment managers over various time periods ended September
30, 2016. Negative returns are shown in red, positive returns in black. Returns for one year or greater are annualized. The
first set of returns for each asset class represents the composite returns for all the fund’s accounts for that asset class.

Returns for Periods Ended September 30, 2016

Last Last Last
Last Last  3  5  10

Quarter Year Years Years Years

International Equity
Gross 8.07% 12.45% 2.61% 8.48% 4.18%

Net 8.03% 12.25% 2.36% 8.14% 3.81%

   Wtd Avg Int’l Equity Benchmark 6.90% 8.73% 0.32% 6.50% 2.37%

Developed Intl Equity
Gross 7.79% 10.34% 2.49% 9.26% 3.11%

Net 7.74% 10.08% 2.22% 8.92% 2.79%

   Benchmark(1) 6.29% 6.38% 0.43% 7.36% 1.46%

DFA Int’l Small Cap Value - Net 10.54% 10.46% 4.19% 11.47% -

   World  ex US SC Value 8.77% 12.08% 2.80% 9.48% 4.04%

Northern Tr AM World ex US - Gross 6.35% 7.57% - - -

Northern Tr AM World ex US - Net 6.34% 7.53% - - -

   MSCI World ex US 6.29% 7.16% 0.33% 6.89% 1.88%

Wellington Management - Gross 6.71% 13.71% 6.93% 14.33% 7.09%

Wellington Management - Net 6.47% 12.76% 6.04% 13.37% 6.20%

   BMI, EPAC, <$2 B 7.90% 13.76% 5.21% 10.18% 4.14%

William Blair - Gross 9.89% - - - -

William Blair - Net 9.86% - - - -

  MSCI ACWI ex US 6.91% 9.26% 0.18% 6.04% 2.16%

Emerging Markets Equity
Gross 8.89% 18.79% 2.23% 5.03% 5.92%

Net 8.89% 18.79% 2.07% 4.64% 5.45%

   Emerging Mkts  - Net 9.03% 16.78% (0.56%) 3.03% 3.94%

Axiom - Net 9.13% 18.23% - - -

   Emerging Mkts  - Net 9.03% 16.78% (0.56%) 3.03% 3.94%

DFA - Net 8.18% 20.73% 4.02% 6.94% 7.61%

   Emerging Mkts  - Net 9.03% 16.78% (0.56%) 3.03% 3.94%

World Equity
Gross 5.21% 9.45% 5.39% - -

Net 5.08% 9.04% 4.70% - -

   MSCI World Index 4.87% 11.36% 5.85% 11.63% 4.47%

EPOCH Investment - Gross(2) 3.15% 6.88% 4.77% - -

EPOCH Investment - Net 2.98% 6.21% 4.08% - -

   MSCI World Index 4.87% 11.36% 5.85% 11.63% 4.47%

LSV Asset Management - Gross(3) 6.84% 11.47% 5.96% - -

LSV Asset Management - Net 6.74% 11.28% 5.29% - -

   MSCI ACWI Idx 5.43% 12.60% 5.74% 11.23% 4.90%

(1) MSCI EAFE through 12/31/1996; 50% Hedged EAFE through 3/31/2011, MSCI EAFE again through 6/30/2016 and

MSCI World ex-US thereafter.

(2) EPOCH Investment was removed from the Domestic Equity Composite to the World Equity Composite as of 1/1/2012.

(3) LSV Asset Management was removed from the Domestic Equity and International Equity Composites to the World Equity

Composite as of February 1, 2013.
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Investment Manager Returns

The table below details the rates of return for the Fund’s investment managers over various time periods ended September
30, 2016. Negative returns are shown in red, positive returns in black. Returns for one year or greater are annualized. The
first set of returns for each asset class represents the composite returns for all the fund’s accounts for that asset class.

Returns for Periods Ended September 30, 2016

Last Last Last
Last Last  3  5  10

Quarter Year Years Years Years

Private Equity*
Net 1.71% (5.78%) (2.11%) 0.72% 0.23%

Adams Street Direct Co-Invest Fd 0.00% 6.82% 15.99% 12.59% 5.28%
Adams Street Direct Fund 2010 0.00% 3.10% 15.27% 12.80% -
Adams Street 1998 Partnership (0.33%) 3.00% 2.03% 0.88% 1.27%
Adams Street 1999 Partnership (3.60%) 7.99% 1.23% 1.47% 2.71%
Adams Street 2000 Partnership (0.30%) (2.05%) (1.11%) 1.37% 3.50%
Adams Street 2001 Partnership (1.49%) (7.93%) 2.30% 4.47% 3.73%
Adams Street 2002 Partnership 0.54% 10.02% 1.80% 4.80% 3.22%
Adams Street 2003 Partnership 0.12% (2.44%) 10.57% 7.79% 6.94%
Adams Street 2010 Partnership 0.00% 6.18% 13.75% 12.03% -
Adams Street 2008 Fund 0.00% 11.84% 12.80% 7.86% -
Adams Street 1999 Non-US (8.08%) 4.28% (1.58%) 4.01% 7.79%
Adams Street 2000 Non-US 3.37% (4.57%) (1.58%) (1.86%) 2.80%
Adams Street 2001 Non-US (1.30%) (17.79%) 23.66% 12.12% 3.65%
Adams Street 2002 Non-US (0.16%) 29.18% 9.02% 5.88% 7.16%
Adams Street 2003 Non-US 2.82% 21.41% 10.54% 10.60% 13.06%
Adams Street 2004 Non-US 4.06% (4.54%) 7.88% 4.18% 5.74%
Adams Street 2010 Non-US 0.00% 9.63% 6.95% 5.83% -
Adams Street 2010 Non-US Emg 0.00% 10.50% 12.26% 1.21% -
Adams Street 2015 Global Fd 0.00% - - - -
Adams Street BVCF IV Fund 0.00% (1.65%) 18.20% 26.61% 28.39%

CorsAir III (0.42%) 34.23% 7.44% 1.48% -
ND Investors 24.54% 32.83% 7.40% 7.18% -
CorsAir IV (1.06%) (2.78%) 13.88% 5.89% -
Capital International V (0.60%) (25.76%) (10.72%) (9.04%) -
Capital International VI (0.87%) 1.29% (9.01%) - -
EIG Energy Fund XIV (0.41%) (67.93%) (37.54%) (24.23%) -
Lewis & Clark, LP 0.00% (51.19%) (35.55%) (19.67%) (7.95%)
Lewis & Clark II 0.00% 1.88% (6.77%) (5.56%) -
Quantum Energy Partners 7.24% (17.02%) (4.26%) 6.49% -
Matlin Patterson II 0.00% 7.27% 3.20% (27.40%) (23.79%)
Matlin Patterson III 0.00% (5.29%) (1.30%) 21.94% -

* Corsair III and North Dakota Investors were taken out from the Private Equity Composite on July 1, 2009.  They were
then added back into the Private Equity Composite on October 1, 2011.  At this time Corsair IV, Capital Intl and EIG
were also added to this composite.
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Investment Manager Returns

The table below details the rates of return for the Fund’s investment managers over various time periods ended September
30, 2016. Negative returns are shown in red, positive returns in black. Returns for one year or greater are annualized. The
first set of returns for each asset class represents the composite returns for all the fund’s accounts for that asset class.

Returns for Periods Ended September 30, 2016

Last Last Last
Last Last  3  5  10

Quarter Year Years Years Years

Global Fixed Income
Gross 2.18% 8.14% 4.83% 5.55% -

Net 2.11% 7.88% 4.58% 5.32% -

   Wtd Avg Global FI Benchmark 1.62% 8.33% 3.66% 3.71% -

Domestic Fixed Income
Gross 2.39% 7.11% 5.54% 6.36% 6.00%

Net 2.34% 6.88% 5.31% 6.15% 5.73%

   Wtd Avg Domestic FI Benchmark 1.79% 7.27% 4.41% 4.51% 5.74%

Inv. Grade Fixed Income
Gross 1.56% 5.69% 5.13% 5.29% 5.65%

Net 1.52% 5.54% 5.00% 5.16% 5.43%

   BB Barclays Aggregate Index 0.46% 5.19% 4.03% 3.08% 4.79%

Declaration Total Return - Net 2.16% 3.88% 4.71% - -

   Libor-3 Month 0.19% 0.61% 0.37% 0.38% 1.32%

J.P. Morgan MBS - Gross 0.56% 3.65% - - -

J.P. Morgan MBS - Net 0.50% 3.42% - - -

   BB Barclays Mortgage 0.60% 3.61% 3.61% 2.65% 4.65%

PIMCO Unconstrained - Gross(1) 3.27% 5.91% 1.90% - -

PIMCO Unconstrained - Net 3.16% 5.52% 1.59% - -

   Blended Benchmark(2) 0.19% 0.61% 0.44% - -

PIMCO DiSCO II - Net 4.15% 8.30% 7.58% - -

   BB Barclays Aggregate Index 0.46% 5.19% 4.03% 3.08% 4.79%

PIMCO MBS - Gross 0.72% 3.85% 3.60% - -

PIMCO MBS - Net 0.68% 3.67% 3.42% - -

   BB Barclays Mortgage 0.60% 3.61% 3.61% 2.65% 4.65%

SSgA Long US Treas Idx - Gross (0.36%) 13.11% 11.14% - -

SSgA Long US Treas Idx - Net (0.37%) 13.06% 11.10% - -

    BB Barclays Long Treas (0.36%) 13.13% 11.16% 5.48% 8.06%

Below Inv. Grade Fixed Income
Gross 4.61% 10.57% 6.44% 9.19% 6.50%

Net 4.50% 10.13% 5.99% 8.77% 6.11%

   BB Barclays HY Corp 2% Issue 5.55% 12.74% 5.30% 8.34% 7.80%

Goldman Sachs 2006 Offshore - Net (0.73%) 2.87% 17.41% 9.05% 6.43%

Goldman Sachs Offshore V - Net 0.00% (3.13%) 6.38% 8.40% -

PIMCO Bravo II Fund - Net 0.00% 7.02% - - -

   BB Barclays HY Corp 2% Issue 5.55% 12.74% 5.30% 8.34% 7.80%

Loomis Sayles - Gross 5.92% 11.79% 5.97% 9.23% 7.84%

Loomis Sayles - Net 5.79% 11.23% 5.45% 8.75% 7.47%

   BB Barclays HY Corp 2% Issue 5.55% 12.74% 5.30% 8.34% 7.80%

(1) The product changed from Commingled Fund to Separate Account in March 2014.

(2) Libor-3 month through Feb. 28, 2014; Fund’s performance through March 31, 2014; Libor-3 month thereafter.

 42
NDSIB - Consolidated Pension Trust



Investment Manager Returns

The table below details the rates of return for the Fund’s investment managers over various time periods ended September
30, 2016. Negative returns are shown in red, positive returns in black. Returns for one year or greater are annualized. The
first set of returns for each asset class represents the composite returns for all the fund’s accounts for that asset class.

Returns for Periods Ended September 30, 2016

Last Last Last
Last Last  3  5  10

Quarter Year Years Years Years
International Fixed Income

Gross 1.47% 11.90% 1.84% 2.44% 5.38%
Net 1.38% 11.51% 1.48% 2.12% 5.14%
   Wtd Avg Int’l FI Benchmark 1.03% 11.67% 0.75% 0.70% 4.06%

Brandywine - Gross 1.69% 11.59% 3.11% 4.30% 6.81%
Brandywine - Net 1.59% 11.17% 2.71% 3.98% 6.63%
   BB Barclays Global Aggregate 0.82% 8.83% 2.13% 1.74% 4.26%

UBS Global Asset Mgmt. - Gross 1.18% 12.22% 0.66% 0.57% 3.73%
UBS Global Asset Mgmt. - Net 1.10% 11.86% 0.35% 0.26% 3.43%
   Blended Benchmark(1) 1.03% 11.67% 0.75% 0.70% 4.06%

Global Real Assets
Gross 0.84% 7.48% 9.47% 8.44% -
Net 0.76% 7.01% 9.02% 7.88% -
   Wtd Avg Global Real Assets Benchmark 1.07% 5.67% 7.64% 7.48% -

Global Real Estate
Gross 1.49% 10.77% 14.34% 13.51% 5.73%
Net 1.36% 10.24% 13.78% 12.71% 3.97%
   NCREIF Total Index 1.77% 9.22% 11.31% 11.18% 7.22%

Invesco Core Real Estate - Gross 1.68% 9.58% 12.51% 11.99% 6.22%
Invesco Core Real Estate - Net 1.59% 9.21% 12.11% 11.57% 5.73%
Invesco Fund II - Net 0.00% 6.65% 9.06% 15.56% -
Invesco Fund III - Net 0.00% 14.25% 17.06% - -
Invesco Asia RE Feeder - Net (3.02%) 115.72% 42.71% 22.36% -
Invesco Asia RE Fund III - Net (0.64%) - - - -
Invesco Value Added Fd IV - Net 0.00% 4.59% - - -
JP Morgan - Gross 1.97% 10.25% 13.09% 13.65% 6.46%
JP Morgan - Net 1.73% 9.23% 11.95% 12.54% 5.35%
JP Morgan Alternative Fd - Net 0.00% 2.80% (13.76%) 0.69% (5.63%)
JP Morgan China Property Fd - Net 0.00% 16.15% 31.25% 15.64% -
JPM Greater European Opp Fd - Net 1.16% 25.55% 33.95% (20.00%) -
   NCREIF Total Index 1.77% 9.22% 11.31% 11.18% 7.22%

Timber
Net 0.00% 4.32% 3.62% 1.35% -

TIR Teredo 0.00% 9.29% 10.42% 6.70% 10.54%
TIR Springbank 0.00% 2.95% 0.38% (1.39%) 1.61%
   NCREIF Timberland Index 0.67% 3.28% 7.59% 6.91% 6.37%

Infrastructure
Gross (0.15%) 2.14% 4.36% 5.57% -
Net (0.15%) 1.51% 3.77% 4.90% -

JP Morgan Asian Infrastructure - Net (0.47%) (9.56%) (3.19%) 1.60% -
JP Morgan IIF - Gross 0.00% 2.78% 4.62% 5.74% -
JP Morgan IIF - Net 0.00% 1.82% 3.70% 4.72% -
Grosvenor Cust. Infrastructure - Net (0.38%) 8.21% 9.20% - -
Grosvenor Cust. Infrastructure II - Net (0.89%) 8.34% - - -
   CPI-W 0.09% 1.22% 0.71% 1.03% 1.73%

Cash & Cash Equivalents - Net 0.12% 0.39% 0.17% 0.14% 0.68%
Cash Account - Net 0.13% 0.39% 0.17% 0.14% 0.67%
    3-month Treasury Bill 0.10% 0.27% 0.11% 0.10% 0.92%

Total Fund
Gross 3.76% 9.72% 6.45% 9.88% 5.17%
Net 3.67% 9.43% 6.11% 9.44% 4.69%
   Target* 3.56% 9.16% 5.45% 8.83% 5.50%

* Current Quarter Target = 16.1% Russell 1000 Index, 16.0% MSCI World, 13.2% BB Barclays Aggregate Idx, 11.2% MSCI
World ex US, 10.5% NCREIF Total Index, 6.5% NDSIB PEN - Private Equity, 5.4% BB Barclays Gl Agg ex US, 5.0% CPI-W,
4.9% Russell 2000 Index, 4.6% BB Barclays US HY Cor 2%C, 3.1% MSCI EM, 3.0% NCREIF Timberland Index and 0.5%
3-month Treasury Bill.

(1) Citigroup Non-US Govt through 12/31/2009 and the Barclays Global Aggregate Index ex US thereafter.

 43
NDSIB - Consolidated Pension Trust



Actual vs Target Asset Allocation
As of September 30, 2016

The top left chart shows the Fund’s asset allocation as of September 30, 2016. The top right chart shows the Fund’s target
asset allocation as outlined in the investment policy statement. The bottom chart ranks the fund’s asset allocation and the
target allocation versus the CAI Public Fund Sponsor Database.

Actual Asset Allocation
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Target Asset Allocation

Domestic Equity
21%

Domestic Fixed Income
18%

International Equity
14%

Intl Fixed Income
5%

Real Estate
11%

World Equity
16%

Private Equity
7%

Timber
3%

Infrastructure
5%

$000s Weight Percent $000s
Asset Class Actual Actual Target Difference Difference
Domestic Equity         568,370   22.3%   20.6%    1.7%          43,396
Domestic Fixed Income         448,419   17.6%   18.0% (0.4%) (10,296)
International Equity         403,486   15.8%   14.4%    1.4%          36,515
Intl Fixed Income         130,467    5.1%    5.0%    0.1%           3,046
Real Estate         289,571   11.4%   11.0%    0.4%           9,245
World Equity         423,239   16.6%   16.0%    0.6%          15,492
Private Equity          78,273    3.1%    7.0% (3.9%) (100,116)
Timber          77,076    3.0%    3.0%    0.0%             623
Infrastructure         108,228    4.2%    5.0% (0.8%) (19,193)
Cash & Equivalents          21,287    0.8%    0.0%    0.8%          21,287
Total       2,548,416  100.0%  100.0%

Asset Class Weights vs CAI Public Fund Sponsor Database
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10th Percentile 51.51 40.19 3.37 13.69 24.09 3.05 19.90 16.96
25th Percentile 44.63 34.34 1.60 10.63 21.20 0.00 11.27 0.00

Median 36.21 27.74 0.45 6.35 18.09 0.00 1.24 0.00
75th Percentile 29.95 20.56 0.00 0.00 14.28 0.00 0.00 0.00
90th Percentile 23.14 13.65 0.00 0.00 8.83 0.00 0.00 0.00

Fund 22.30 17.60 0.84 11.36 15.83 5.12 10.34 16.61

Target 20.60 18.00 0.00 11.00 14.40 5.00 15.00 16.00

% Group Invested 96.70% 97.25% 69.78% 60.99% 87.91% 14.29% 43.96% 24.18%

* Current Quarter Target = 16.0% MSCI World, 15.8% Russell 1000 Index, 13.0% BB Barclays Aggregate Idx, 11.0% MSCI World ex US, 11.0% NCREIF

Total Index, 7.0% NDSIB PERS - Private Equity, 5.0% CPI-W, 5.0% BB Barclays US HY Cor 2%C, 5.0% BB Barclays Gl Agg ex US, 4.8% Russell 2000

Index, 3.4% MSCI EM and 3.0% NCREIF Timberland Index.
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Quarterly Total Fund Relative Attribution - September 30, 2016

The following analysis approaches Total Fund Attribution from the perspective of relative return. Relative return attribution
separates and quantifies the sources of total fund excess return relative to its target. This excess return is separated into two
relative attribution effects: Asset Allocation Effect and Manager Selection Effect. The Asset Allocation Effect represents the
excess return due to the actual total fund asset allocation differing from the target asset allocation. Manager Selection Effect
represents the total fund impact of the individual managers excess returns relative to their benchmarks.

Asset Class Under or Overweighting
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Manager Effect Asset Allocation Total

Relative Attribution Effects for Quarter ended September 30, 2016

Effective Effective Total
Actual Target Actual Target Manager Asset Relative

Asset Class Weight Weight Return Return Effect Allocation Return

Domestic Equity 22% 21% 4.32% 5.15% (0.18%) 0.01% (0.17%)
Domestic Fixed Income 17% 17% 2.46% 1.93% 0.09% (0.00%) 0.09%
Real Estate 12% 10% 1.49% 1.77% (0.03%) (0.03%) (0.06%)
Infrastructure 4% 5% (0.15%) 0.09% (0.01%) 0.02% 0.01%
Timber 3% 4% 0.00% 0.67% (0.02%) 0.05% 0.03%
International Equity 15% 15% 8.08% 6.95% 0.17% 0.02% 0.19%
International Fixed Inc. 5% 5% 1.47% 1.03% 0.02% (0.01%) 0.02%
Private Equity 3% 6% 1.71% 1.71% 0.00% 0.01% 0.01%
World Equity 17% 16% 5.21% 4.87% 0.06% 0.00% 0.06%
Cash & Equivalents 1% 1% 0.12% 0.09% 0.00% (0.01%) (0.01%)

Total = + +3.76% 3.61% 0.09% 0.06% 0.16%

* Current Quarter Target = 16.0% MSCI World, 15.8% Russell 1000 Index, 13.0% BB Barclays Aggregate Idx, 11.0% MSCI World ex US, 11.0% NCREIF

Total Index, 7.0% NDSIB PERS - Private Equity, 5.0% CPI-W, 5.0% BB Barclays US HY Cor 2%C, 5.0% BB Barclays Gl Agg ex US, 4.8% Russell 2000

Index, 3.4% MSCI EM and 3.0% NCREIF Timberland Index.
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Cumulative Total Fund Relative Attribution - September 30, 2016

The charts below accumulate the Total Fund Attribution Analysis (shown earlier) over multiple periods to examine the
cumulative sources of excess total fund performance relative to target. These cumulative results quantify the longer-term
sources of total fund excess return relative to target by asset class. These relative attribution effects separate the cumulative
sources of total fund excess return into Asset Allocation Effect and Manager Selection Effect.

One Year Relative Attribution Effects
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Effective Effective Total
Actual Target Actual Target Manager Asset Relative

Asset Class Weight Weight Return Return Effect Allocation Return

Domestic Equity 22% 21% 14.65% 15.11% (0.11%) 0.04% (0.07%)
Domestic Fixed Income 18% 17% 7.17% 7.41% (0.06%) (0.04%) (0.09%)
Real Estate 11% 10% 10.81% 9.22% 0.18% (0.03%) 0.15%
Infrastructure 5% 5% 2.14% 1.22% 0.05% 0.03% 0.08%
Timber 3% 5% 4.32% 3.28% 0.05% 0.07% 0.12%
International Equity 15% 15% 12.60% 8.90% 0.56% (0.04%) 0.52%
International Fixed Inc. 5% 5% 11.91% 11.67% 0.01% (0.01%) (0.00%)
Private Equity 3% 5% (5.77%) (5.77%) 0.00% 0.20% 0.20%
World Equity 16% 16% 9.45% 11.36% (0.30%) (0.03%) (0.33%)
Cash & Equivalents 1% 1% 0.39% 0.27% 0.00% 0.01% 0.01%

Total = + +9.79% 9.21% 0.37% 0.20% 0.57%

* Current Quarter Target = 16.0% MSCI World, 15.8% Russell 1000 Index, 13.0% BB Barclays Aggregate Idx, 11.0% MSCI World ex US, 11.0% NCREIF

Total Index, 7.0% NDSIB PERS - Private Equity, 5.0% CPI-W, 5.0% BB Barclays US HY Cor 2%C, 5.0% BB Barclays Gl Agg ex US, 4.8% Russell 2000

Index, 3.4% MSCI EM and 3.0% NCREIF Timberland Index.
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Cumulative Total Fund Relative Attribution - September 30, 2016

The charts below accumulate the Total Fund Attribution Analysis (shown earlier) over multiple periods to examine the
cumulative sources of excess total fund performance relative to target. These cumulative results quantify the longer-term
sources of total fund excess return relative to target by asset class. These relative attribution effects separate the cumulative
sources of total fund excess return into Asset Allocation Effect and Manager Selection Effect.

Three Year Annualized Relative Attribution Effects
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Effective Effective Total
Actual Target Actual Target Manager Asset Relative

Asset Class Weight Weight Return Return Effect Allocation Return

Domestic Equity 23% 21% 10.61% 9.92% 0.15% 0.04% 0.19%
Domestic Fixed Income 18% 17% 5.55% 4.43% 0.20% (0.01%) 0.19%
Real Estate 10% 10% 14.42% 11.31% 0.28% (0.04%) 0.25%
Infrastructure 4% 5% 4.36% 0.71% 0.14% 0.04% 0.19%
Timber 4% 5% 3.62% 7.59% (0.17%) (0.02%) (0.19%)
International Equity 15% 15% 2.56% 0.30% 0.35% (0.03%) 0.32%
International Fixed Inc. 5% 5% 1.85% 0.75% 0.05% 0.00% 0.05%
Private Equity 4% 5% (2.09%) (2.09%) 0.00% 0.07% 0.07%
World Equity 16% 16% 5.38% 5.85% (0.08%) (0.00%) (0.08%)
Cash & Equivalents 1% 1% 0.17% 0.11% 0.00% 0.01% 0.01%

Total = + +6.44% 5.46% 0.93% 0.06% 0.99%

* Current Quarter Target = 16.0% MSCI World, 15.8% Russell 1000 Index, 13.0% BB Barclays Aggregate Idx, 11.0% MSCI World ex US, 11.0% NCREIF

Total Index, 7.0% NDSIB PERS - Private Equity, 5.0% CPI-W, 5.0% BB Barclays US HY Cor 2%C, 5.0% BB Barclays Gl Agg ex US, 4.8% Russell 2000

Index, 3.4% MSCI EM and 3.0% NCREIF Timberland Index.
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Cumulative Total Fund Relative Attribution - September 30, 2016

The charts below accumulate the Total Fund Attribution Analysis (shown earlier) over multiple periods to examine the
cumulative sources of excess total fund performance relative to target. These cumulative results quantify the longer-term
sources of total fund excess return relative to target by asset class. These relative attribution effects separate the cumulative
sources of total fund excess return into Asset Allocation Effect and Manager Selection Effect.

Five Year Annualized Relative Attribution Effects
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Effective Effective Total
Actual Target Actual Target Manager Asset Relative

Asset Class Weight Weight Return Return Effect Allocation Return

Domestic Equity 24% 23% 17.23% 16.33% 0.20% 0.13% 0.32%
Domestic Fixed Income 18% 17% 6.41% 4.64% 0.32% (0.02%) 0.30%
Real Estate 10% 10% 13.55% 11.18% 0.22% (0.02%) 0.20%
Timber 5% 5% 1.35% 6.91% (0.29%) (0.05%) (0.34%)
Infrastructure 4% 5% 5.59% 1.03% 0.18% 0.10% 0.28%
Interntional Equity 16% 16% 8.31% 6.40% 0.29% (0.08%) 0.21%
International Fixed Inc. 5% 5% 2.44% 0.70% 0.09% (0.01%) 0.08%
Private Equity 5% 5% 0.73% 0.73% 0.00% (0.01%) (0.01%)
World Equity 13% 13% - - (0.02%) (0.05%) (0.08%)
Cash & Equivalents 1% 1% 0.13% 0.10% 0.00% (0.02%) (0.02%)

Total = + +9.80% 8.85% 0.98% (0.03%) 0.95%

* Current Quarter Target = 16.0% MSCI World, 15.8% Russell 1000 Index, 13.0% BB Barclays Aggregate Idx, 11.0% MSCI World ex US, 11.0% NCREIF

Total Index, 7.0% NDSIB PERS - Private Equity, 5.0% CPI-W, 5.0% BB Barclays US HY Cor 2%C, 5.0% BB Barclays Gl Agg ex US, 4.8% Russell 2000

Index, 3.4% MSCI EM and 3.0% NCREIF Timberland Index.
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Cumulative Total Fund Relative Attribution - September 30, 2016

The charts below accumulate the Total Fund Attribution Analysis (shown earlier) over multiple periods to examine the
cumulative sources of excess total fund performance relative to target. These cumulative results quantify the longer-term
sources of total fund excess return relative to target by asset class. These relative attribution effects separate the cumulative
sources of total fund excess return into Asset Allocation Effect and Manager Selection Effect.

Six and One-Quarter Year Annualized Relative Attribution Effects
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Effective Effective Total
Actual Target Actual Target Manager Asset Relative

Asset Class Weight Weight Return Return Effect Allocation Return

Domestic Equity 27% 26% 15.26% 14.82% 0.05% 0.10% 0.15%
Domestic Fixed Income 20% 19% 6.34% 4.99% 0.22% (0.04%) 0.18%
Real Estate 9% 9% 15.07% 12.16% 0.22% 0.01% 0.23%
Timber 4% 4% - - (0.23%) (0.04%) (0.27%)
Infrastructure 3% 4% - - 0.14% 0.08% 0.22%
Interntional Equity 16% 16% 7.48% 5.10% 0.36% (0.06%) 0.30%
International Fixed Inc. 5% 5% 4.49% 2.77% 0.09% (0.01%) 0.08%
Private Equity 4% 5% 2.92% 2.92% 0.00% (0.02%) (0.02%)
World Equity 10% 11% - - (0.02%) (0.04%) (0.06%)
Cash & Equivalents 1% 1% 0.14% 0.11% 0.00% (0.02%) (0.01%)

Total = + +9.43% 8.63% 0.84% (0.04%) 0.79%

* Current Quarter Target = 16.0% MSCI World, 15.8% Russell 1000 Index, 13.0% BB Barclays Aggregate Idx, 11.0% MSCI World ex US, 11.0% NCREIF

Total Index, 7.0% NDSIB PERS - Private Equity, 5.0% CPI-W, 5.0% BB Barclays US HY Cor 2%C, 5.0% BB Barclays Gl Agg ex US, 4.8% Russell 2000

Index, 3.4% MSCI EM and 3.0% NCREIF Timberland Index.
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Cumulative Performance Relative to Target

The first chart below illustrates the cumulative performance of the Total Fund relative to the cumulative performance of the
Fund’s Target Asset Mix. The Target Mix is assumed to be rebalanced each quarter with no transaction costs. The second
chart below shows the return and the risk of the Total Fund and the Target Mix, contrasted with the returns and risks of the
funds in the CAI Public Fund Sponsor Database.

Cumulative Returns Actual vs Target
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Squares represent membership of the CAI Public Fund Sponsor Database

* Current Quarter Target = 16.0% MSCI World, 15.8% Russell 1000 Index, 13.0% BB Barclays Aggregate Idx, 11.0% MSCI World ex US, 11.0% NCREIF

Total Index, 7.0% NDSIB PERS - Private Equity, 5.0% CPI-W, 5.0% BB Barclays US HY Cor 2%C, 5.0% BB Barclays Gl Agg ex US, 4.8% Russell 2000

Index, 3.4% MSCI EM and 3.0% NCREIF Timberland Index.
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Actual vs Target Historical Asset Allocation

The Historical asset allocation for a fund is by far the largest factor explaining its performance. The charts below show the
fund’s historical actual asset allocation, the fund’s historical target asset allocation, and the historical asset allocation of the
average fund in the CAI Public Fund Sponsor Database.
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* Current Quarter Target = 16.0% MSCI World, 15.8% Russell 1000 Index, 13.0% BB Barclays Aggregate Idx, 11.0% MSCI World ex US, 11.0% NCREIF

Total Index, 7.0% NDSIB PERS - Private Equity, 5.0% CPI-W, 5.0% BB Barclays US HY Cor 2%C, 5.0% BB Barclays Gl Agg ex US, 4.8% Russell 2000

Index, 3.4% MSCI EM and 3.0% NCREIF Timberland Index.

 52
NDSIB - Public Employees Retirement System



Asset Class Risk and Return

The charts below show the six and one-quarter year annualized risk and return for each asset class component of the Total
Fund. The first graph contrasts these values with those of the appropriate index for each asset class. The second chart
contrasts them with the risk and return of the median portfolio in each of the appropriate CAI comparative databases. In each
case, the crosshairs on the chart represent the return and risk of the Total Fund.
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Total Fund Ranking

The first two charts show the ranking of the Total Fund’s performance relative to that of the CAI Public Fund Sponsor
Database for periods ended September 30, 2016. The first chart is a standard unadjusted ranking. In the second chart each
fund in the database is adjusted to have the same historical asset allocation as that of the Total Fund.
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Median 9.44 6.68 9.61 9.13
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90th Percentile 8.59 5.42 8.60 8.02

Total Fund 9.79 6.44 9.80 9.43

Policy Target 9.21 5.46 8.85 8.63

* Current Quarter Target = 16.0% MSCI World, 15.8% Russell 1000 Index, 13.0% BB Barclays Aggregate Idx, 11.0% MSCI World ex US, 11.0% NCREIF

Total Index, 7.0% NDSIB PERS - Private Equity, 5.0% CPI-W, 5.0% BB Barclays US HY Cor 2%C, 5.0% BB Barclays Gl Agg ex US, 4.8% Russell 2000

Index, 3.4% MSCI EM and 3.0% NCREIF Timberland Index.
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Asset Class Rankings

The charts below show the rankings of each asset class component of the Total Fund relative to appropriate comparative
databases. In the upper right corner of each graph is the weighted average of the rankings across the different asset classes.
The weights of the fund’s actual asset allocation are used to make this calculation. The weighted average ranking can be
viewed as a measure of the fund’s overall success in picking managers and structuring asset classes.
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* Current Quarter Target = 16.0% MSCI World, 15.8% Russell 1000 Index, 13.0% BB Barclays Aggregate Idx, 11.0% MSCI World ex US, 11.0% NCREIF

Total Index, 7.0% NDSIB PERS - Private Equity, 5.0% CPI-W, 5.0% BB Barclays US HY Cor 2%C, 5.0% BB Barclays Gl Agg ex US, 4.8% Russell 2000

Index, 3.4% MSCI EM and 3.0% NCREIF Timberland Index.
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Asset Class Allocation

The table below contrasts the distribution of assets across the Fund’s investment managers as of September 30, 2016, with
the distribution as of June 30, 2016. The change in asset distribution is broken down into the dollar change due to Net New
Investment and the dollar change due to Investment Return.

Asset Class Allocation

September 30, 2016 June 30, 2016

Market Value Weight Net New Inv. Inv. Return Market Value Weight
GLOBAL EQUITY $1,473,368,419 57.82% $906,320 $75,776,976 $1,396,685,124 56.79%

Domestic Equity $568,369,740 22.30% $(2,171,743) $23,649,509 $546,891,974 22.24%
Large Cap 435,332,058 17.08% 76,432 15,766,067 419,489,559 17.06%
Small Cap 133,037,682 5.22% (2,248,175) 7,883,442 127,402,415 5.18%

International Equity $403,486,478 15.83% $6,486,409 $29,703,443 $367,296,626 14.94%
Developed Intl Equity 296,054,467 11.62% 5,961,409 20,967,530 269,125,528 10.94%
Emerging Markets 107,432,011 4.22% 525,000 8,735,913 98,171,098 3.99%

World Equity $423,238,786 16.61% $(294,859) $20,975,580 $402,558,064 16.37%

Private Equity $78,273,416 3.07% $(3,113,488) $1,448,444 $79,938,460 3.25%

GLOBAL FIXED INCOME $578,885,727 22.72% $4,582,762 $12,329,890 $561,973,075 22.85%

Domestic Fixed Income $448,419,094 17.60% $4,670,382 $10,441,391 $433,307,321 17.62%
Inv. Grade Fixed Income 317,499,224 12.46% 12,797,431 4,672,730 300,029,063 12.20%
Below Inv. Grade Fixed Income 130,919,870 5.14% (8,127,049) 5,768,662 133,278,258 5.42%

International Fixed Income $130,466,633 5.12% $(87,620) $1,888,499 $128,665,754 5.23%

GLOBAL REAL ASSETS $474,874,827 18.63% $8,586,917 $4,295,014 $461,992,896 18.79%
Real Estate 289,571,257 11.36% 9,576,170 4,456,175 275,538,912 11.20%
Timber 77,075,733 3.02% (383,891) () 77,459,623 3.15%
Infrastructure 108,227,837 4.25% (605,363) (161,161) 108,994,361 4.43%

Cash & Equivalents $21,287,252 0.84% $(17,355,182) $27,096 $38,615,338 1.57%

Securities Lending Income $0 0.00% $(69,197) $69,197 - -

Total Fund $2,548,416,225 100.0% $(3,348,381) $92,498,174 $2,459,266,432 100.0%

PLEASE REFER TO PAGES 36-38 FOR INVESTMENT MANAGER LEVEL ASSET ALLOCATION.
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Investment Manager Returns

The table below details the rates of return for the Fund’s investment managers over various time periods ended September
30, 2016. Negative returns are shown in red, positive returns in black. Returns for one year or greater are annualized. The
first set of returns for each asset class represents the composite returns for all the fund’s accounts for that asset class.

Returns for Periods Ended September 30, 2016

Last Last Last
Last Last  3  5 6-1/4

Quarter Year Years Years Years

Global Equity
Gross 5.42% 11.24% 6.14% - -
Net 5.32% 10.99% 5.81% - -
   Wtd Avg Global Equity Benchmark 5.26% 10.52% 5.16% - -

Domestic Equity
Gross 4.32% 14.65% 10.61% 17.23% 15.26%
Net 4.19% 14.44% 10.41% 16.99% 14.99%
   Wtd Avg Domestci Equity Benchmark 5.15% 15.11% 9.92% 16.33% 14.82%

Large Cap Equity
Gross 3.76% 15.00% 12.06% 17.54% 15.66%
Net 3.69% 14.83% 11.87% 17.32% 15.40%
   Benchmark(1) 4.03% 14.93% 10.78% 16.40% 15.08%

Small Cap Equity
Gross 6.19% 12.89% 5.61% 15.92% 13.80%
Net 5.85% 12.54% 5.36% 15.64% 13.52%
   Russell 2000 Index 9.05% 15.47% 6.71% 15.82% 13.76%

International Equity
Gross 8.08% 12.60% 2.56% 8.31% 7.48%
Net 8.05% 12.40% 2.35% 8.01% 7.15%
   Wtd Avg Intl Equity Benchmark 6.95% 8.90% 0.30% 6.40% 5.10%

Developed Intl Equity
Gross 7.79% 10.37% 2.45% 9.07% 8.14%
Net 7.74% 10.10% 2.20% 8.77% 7.82%
   Benchmark(2) 6.29% 6.38% 0.43% 7.36% 5.86%

Emerging Markets
Gross 8.89% 18.79% 2.11% 5.00% 4.81%
Net 8.89% 18.79% 2.02% 4.71% 4.49%
   Benchmark(3) 9.03% 16.78% (0.56%) 3.03% 2.30%

World Equity
Gross 5.21% 9.45% 5.38% - -
Net 5.08% 9.04% 4.68% - -
   MSCI World Index 4.87% 11.36% 5.85% 11.63% 10.69%

Private Equity
Net 1.71% (5.78%) (2.11%) 0.68% 2.84%

(1) S&P 500 Index through 12/31/2011 and the Russell 1000 Index thereafter.
(2) 50% Hedged EAFE through 3/31/2011, MSCI EAFE through 6/30/2016 and MSCI World ex-US  thereafter.
(3) MSCI Emerging Mkts Idx (Gross) through 6/30/2011 and MSCI Emerging Mkts Idx Net thereafter.

PLEASE REFER TO PAGES 39-43 FOR INVESTMENT MANAGER LEVEL RETURNS.
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Investment Manager Returns

The table below details the rates of return for the Fund’s investment managers over various time periods ended September
30, 2016. Negative returns are shown in red, positive returns in black. Returns for one year or greater are annualized. The
first set of returns for each asset class represents the composite returns for all the fund’s accounts for that asset class.

Returns for Periods Ended September 30, 2016

Last Last Last
Last Last  3  5 6-1/4

Quarter Year Years Years Years

Global Fixed Income
Gross 2.23% 8.20% 4.80% - -

Net 2.16% 7.93% 4.55% - -

   Wtd Avg Global Fixed Income Benchmark 1.73% 8.41% 3.62% - -

Domestic Fixed Income
Gross 2.46% 7.17% 5.55% 6.41% 6.34%

Net 2.40% 6.94% 5.32% 6.18% 6.09%

   Wtd Avg Domestic FI Benchmark 1.93% 7.41% 4.43% 4.64% 4.99%

Inv. Grade Fixed Income
Gross 1.56% 5.70% 5.13% 5.30% 5.37%

Net 1.52% 5.56% 5.00% 5.17% 5.19%

   BB Barclays Aggregate Index 0.46% 5.19% 4.03% 3.08% 3.71%

Below Inv. Grade Fixed Income
Gross 4.61% 10.52% 6.42% 9.18% 8.97%

Net 4.50% 10.08% 5.97% 8.72% 8.53%

   BB Barclays HY Corp 2% Issue 5.55% 12.74% 5.30% 8.34% 8.02%

International Fixed Income
Gross 1.47% 11.91% 1.85% 2.44% 4.49%

Net 1.38% 11.52% 1.49% 2.08% 4.12%

   Wtd Avg Intl Fixed Income Benchmark 1.03% 11.67% 0.75% 0.70% 2.77%

Global Real Assets
Gross 0.89% 7.65% 9.57% - -

Net 0.81% 7.18% 9.12% - -

   Wtd Avg Global Real Assets Benchmark 1.07% 5.68% 7.66% - -

Real Estate
Gross 1.49% 10.81% 14.42% 13.55% 15.07%

Net 1.36% 10.28% 13.85% 13.01% 14.50%

   NCREIF Total Index 1.77% 9.22% 11.31% 11.18% 12.16%

Timber
Net 0.00% 4.32% 3.62% 1.35% -

   NCREIF Timberland Index 0.67% 3.28% 7.59% 6.91% 5.52%

Infrastructure
Gross (0.15%) 2.14% 4.36% 5.59% -

Net (0.15%) 1.51% 3.77% 4.89% -

   CPI-W 0.09% 1.22% 0.71% 1.03% 1.56%

Cash & Equivalents - Net 0.12% 0.39% 0.17% 0.13% 0.14%
3-month Treasury Bill 0.10% 0.27% 0.11% 0.10% 0.11%

Total Fund
Gross 3.76% 9.79% 6.44% 9.80% 9.43%

Net 3.68% 9.49% 6.12% 9.45% 9.08%

   Target* 3.61% 9.21% 5.46% 8.85% 8.63%

* Current Quarter Target = 16.0% MSCI World, 15.8% Russell 1000 Index, 13.0% BB Barclays Aggregate Idx, 11.0% MSCI

World ex US, 11.0% NCREIF Total Index, 7.0% NDSIB PERS - Private Equity, 5.0% CPI-W, 5.0% BB Barclays US HY Cor

2%C, 5.0% BB Barclays Gl Agg ex US, 4.8% Russell 2000 Index, 3.4% MSCI EM and 3.0% NCREIF Timberland Index.

PLEASE REFER TO PAGES 39-43 FOR INVESTMENT MANAGER LEVEL RETURNS.
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Actual vs Target Asset Allocation
As of September 30, 2016

The top left chart shows the Fund’s asset allocation as of September 30, 2016. The top right chart shows the Fund’s target
asset allocation as outlined in the investment policy statement. The bottom chart ranks the fund’s asset allocation and the
target allocation versus the CAI Public Fund Sponsor Database.

Actual Asset Allocation
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$000s Weight Percent $000s
Asset Class Actual Actual Target Difference Difference
Domestic Equity         488,446   22.8%   21.4%    1.4%          29,518
Domestic Fixed Income         369,209   17.2%   17.0%    0.2%           4,640
International Equity         341,192   15.9%   14.6%    1.3%          28,092
Intl Fixed Income         122,993    5.7%    6.0% (0.3%) (5,678)
Real Estate         222,029   10.4%   10.0%    0.4%           7,577
World Equity         352,972   16.5%   16.0%    0.5%           9,848
Private Equity          71,846    3.4%    6.0% (2.6%) (56,825)
Timber          69,910    3.3%    3.0%    0.3%           5,575
Infrastructure          96,901    4.5%    5.0% (0.5%) (10,325)
Cash & Equivalents           9,025    0.4%    1.0% (0.6%) (12,420)
Total       2,144,524  100.0%  100.0%

Asset Class Weights vs CAI Public Fund Sponsor Database
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10th Percentile 51.51 40.19 3.37 13.69 24.09 3.05 19.90 16.96
25th Percentile 44.63 34.34 1.60 10.63 21.20 0.00 11.27 0.00

Median 36.21 27.74 0.45 6.35 18.09 0.00 1.24 0.00
75th Percentile 29.95 20.56 0.00 0.00 14.28 0.00 0.00 0.00
90th Percentile 23.14 13.65 0.00 0.00 8.83 0.00 0.00 0.00

Fund 22.78 17.22 0.42 10.35 15.91 5.74 11.13 16.46

Target 21.40 17.00 1.00 10.00 14.60 6.00 14.00 16.00

% Group Invested 96.70% 97.25% 69.78% 60.99% 87.91% 14.29% 43.96% 24.18%

* Current Quarter Target = 16.6% Russell 1000 Index, 16.0% MSCI World, 13.0% BB Barclays Aggregate Idx, 11.8% MSCI World ex US, 10.0% NCREIF

Total Index, 6.0% NDSIB TFFR - Private Equity, 6.0% BB Barclays Gl Agg ex US, 5.0% CPI-W, 4.8% Russell 2000 Index, 4.0% BB Barclays US HY Cor

2%C, 3.0% NCREIF Timberland Index, 2.8% MSCI EM and 1.0% 3-month Treasury Bill.
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Quarterly Total Fund Relative Attribution - September 30, 2016

The following analysis approaches Total Fund Attribution from the perspective of relative return. Relative return attribution
separates and quantifies the sources of total fund excess return relative to its target. This excess return is separated into two
relative attribution effects: Asset Allocation Effect and Manager Selection Effect. The Asset Allocation Effect represents the
excess return due to the actual total fund asset allocation differing from the target asset allocation. Manager Selection Effect
represents the total fund impact of the individual managers excess returns relative to their benchmarks.

Asset Class Under or Overweighting
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Infrastructure (0.43 )
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International Equity 1.13

International Fixed Inc. (0.23 )

Private Equity (2.44 )

World Equity 0.31

Cash & Equivalents (0.32 )

Domestic Equity

Domestic Fixed Income

Real Estate
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Timber

International Equity

International Fixed Inc.

Private Equity

World Equity

Cash & Equivalents

Total

Actual vs Target Returns
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Actual Target

Relative Attribution by Asset Class

(0.30%) (0.20%) (0.10%) 0.00% 0.10% 0.20% 0.30% 0.40%

Manager Effect Asset Allocation Total

Relative Attribution Effects for Quarter ended September 30, 2016

Effective Effective Total
Actual Target Actual Target Manager Asset Relative

Asset Class Weight Weight Return Return Effect Allocation Return

Domestic Equity 23% 21% 4.30% 5.14% (0.19%) 0.03% (0.17%)
Domestic Fixed Income 17% 17% 2.34% 1.64% 0.12% (0.01%) 0.12%
Real Estate 10% 10% 1.49% 1.77% (0.03%) 0.00% (0.02%)
Infrastructure 5% 5% (0.15%) 0.09% (0.01%) 0.01% 0.00%
Timber 3% 3% 0.00% 0.67% (0.02%) (0.01%) (0.03%)
International Equity 16% 15% 8.04% 6.82% 0.19% 0.03% 0.22%
International Fixed Inc. 6% 6% 1.47% 1.03% 0.03% 0.00% 0.03%
Private Equity 4% 6% 1.71% 1.71% 0.00% 0.05% 0.05%
World Equity 16% 16% 5.21% 4.87% 0.06% 0.00% 0.06%
Cash & Equivalents 1% 1% 0.12% 0.10% 0.00% 0.01% 0.01%

Total = + +3.77% 3.52% 0.14% 0.11% 0.25%

* Current Quarter Target = 16.6% Russell 1000 Index, 16.0% MSCI World, 13.0% BB Barclays Aggregate Idx, 11.8% MSCI World ex US, 10.0% NCREIF

Total Index, 6.0% NDSIB TFFR - Private Equity, 6.0% BB Barclays Gl Agg ex US, 5.0% CPI-W, 4.8% Russell 2000 Index, 4.0% BB Barclays US HY Cor

2%C, 3.0% NCREIF Timberland Index, 2.8% MSCI EM and 1.0% 3-month Treasury Bill.
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Cumulative Total Fund Relative Attribution - September 30, 2016

The charts below accumulate the Total Fund Attribution Analysis (shown earlier) over multiple periods to examine the
cumulative sources of excess total fund performance relative to target. These cumulative results quantify the longer-term
sources of total fund excess return relative to target by asset class. These relative attribution effects separate the cumulative
sources of total fund excess return into Asset Allocation Effect and Manager Selection Effect.

One Year Relative Attribution Effects
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One Year Relative Attribution Effects

Effective Effective Total
Actual Target Actual Target Manager Asset Relative

Asset Class Weight Weight Return Return Effect Allocation Return

Domestic Equity 23% 21% 14.61% 15.10% (0.12%) 0.06% (0.06%)
Domestic Fixed Income 17% 17% 7.08% 7.17% (0.03%) (0.04%) (0.07%)
Real Estate 11% 10% 10.81% 9.22% 0.16% (0.01%) 0.16%
Infrastructure 5% 5% 2.14% 1.22% 0.05% 0.01% 0.06%
Timber 4% 4% 4.32% 3.28% 0.05% 0.00% 0.05%
International Equity 15% 15% 12.31% 8.40% 0.59% (0.02%) 0.57%
International Fixed Inc. 5% 5% 11.91% 11.67% 0.01% (0.03%) (0.02%)
Private Equity 4% 5% (5.77%) (5.77%) 0.00% 0.20% 0.20%
World Equity 16% 16% 9.45% 11.36% (0.30%) (0.04%) (0.34%)
Cash & Equivalents 1% 1% 0.39% 0.27% 0.00% 0.06% 0.06%

Total = + +9.72% 9.11% 0.42% 0.18% 0.60%

* Current Quarter Target = 16.6% Russell 1000 Index, 16.0% MSCI World, 13.0% BB Barclays Aggregate Idx, 11.8% MSCI World ex US, 10.0% NCREIF

Total Index, 6.0% NDSIB TFFR - Private Equity, 6.0% BB Barclays Gl Agg ex US, 5.0% CPI-W, 4.8% Russell 2000 Index, 4.0% BB Barclays US HY Cor

2%C, 3.0% NCREIF Timberland Index, 2.8% MSCI EM and 1.0% 3-month Treasury Bill.
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Cumulative Total Fund Relative Attribution - September 30, 2016

The charts below accumulate the Total Fund Attribution Analysis (shown earlier) over multiple periods to examine the
cumulative sources of excess total fund performance relative to target. These cumulative results quantify the longer-term
sources of total fund excess return relative to target by asset class. These relative attribution effects separate the cumulative
sources of total fund excess return into Asset Allocation Effect and Manager Selection Effect.

Three Year Annualized Relative Attribution Effects
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Effective Effective Total
Actual Target Actual Target Manager Asset Relative

Asset Class Weight Weight Return Return Effect Allocation Return

Domestic Equity 23% 21% 10.61% 9.92% 0.14% 0.05% 0.20%
Domestic Fixed Income 18% 17% 5.51% 4.35% 0.20% (0.00%) 0.20%
Real Estate 10% 10% 14.42% 11.31% 0.29% (0.00%) 0.28%
Infrastructure 4% 5% 4.36% 0.71% 0.15% 0.04% 0.18%
Timber 4% 5% 3.63% 7.59% (0.17%) (0.04%) (0.21%)
International Equity 15% 15% 2.56% 0.33% 0.35% (0.03%) 0.31%
International Fixed Inc. 5% 5% 1.85% 0.75% 0.05% (0.01%) 0.04%
Private Equity 4% 5% (2.09%) (2.09%) 0.00% 0.06% 0.06%
World Equity 16% 16% 5.38% 5.85% (0.08%) (0.01%) (0.08%)
Cash & Equivalents 1% 1% 0.17% 0.11% 0.00% 0.02% 0.02%

Total = + +6.46% 5.45% 0.94% 0.08% 1.01%

* Current Quarter Target = 16.6% Russell 1000 Index, 16.0% MSCI World, 13.0% BB Barclays Aggregate Idx, 11.8% MSCI World ex US, 10.0% NCREIF

Total Index, 6.0% NDSIB TFFR - Private Equity, 6.0% BB Barclays Gl Agg ex US, 5.0% CPI-W, 4.8% Russell 2000 Index, 4.0% BB Barclays US HY Cor

2%C, 3.0% NCREIF Timberland Index, 2.8% MSCI EM and 1.0% 3-month Treasury Bill.
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Cumulative Total Fund Relative Attribution - September 30, 2016

The charts below accumulate the Total Fund Attribution Analysis (shown earlier) over multiple periods to examine the
cumulative sources of excess total fund performance relative to target. These cumulative results quantify the longer-term
sources of total fund excess return relative to target by asset class. These relative attribution effects separate the cumulative
sources of total fund excess return into Asset Allocation Effect and Manager Selection Effect.

Five Year Annualized Relative Attribution Effects
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Effective Effective Total
Actual Target Actual Target Manager Asset Relative

Asset Class Weight Weight Return Return Effect Allocation Return

Domestic Equity 24% 23% 17.23% 16.33% 0.20% 0.11% 0.31%
Domestic Fixed Income 17% 17% 6.25% 4.59% 0.29% (0.01%) 0.28%
Real Estate 10% 10% 13.54% 11.18% 0.23% (0.02%) 0.21%
Timber 4% 5% 1.35% 6.91% (0.28%) (0.01%) (0.29%)
Infrastructure 4% 5% 5.59% 1.03% 0.18% 0.13% 0.31%
International Equity 16% 16% 8.54% 6.60% 0.29% (0.02%) 0.27%
International Fixed Inc. 5% 5% 2.45% 0.70% 0.10% (0.02%) 0.08%
Private Equity 5% 5% 0.74% 0.74% 0.00% 0.01% 0.01%
World Equity 13% 13% - - (0.02%) (0.05%) (0.07%)
Cash & Equivalents 1% 1% 0.13% 0.10% 0.00% 0.01% 0.01%

Total = + +9.98% 8.87% 0.98% 0.13% 1.11%

* Current Quarter Target = 16.6% Russell 1000 Index, 16.0% MSCI World, 13.0% BB Barclays Aggregate Idx, 11.8% MSCI World ex US, 10.0% NCREIF

Total Index, 6.0% NDSIB TFFR - Private Equity, 6.0% BB Barclays Gl Agg ex US, 5.0% CPI-W, 4.8% Russell 2000 Index, 4.0% BB Barclays US HY Cor

2%C, 3.0% NCREIF Timberland Index, 2.8% MSCI EM and 1.0% 3-month Treasury Bill.
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Cumulative Total Fund Relative Attribution - September 30, 2016

The charts below accumulate the Total Fund Attribution Analysis (shown earlier) over multiple periods to examine the
cumulative sources of excess total fund performance relative to target. These cumulative results quantify the longer-term
sources of total fund excess return relative to target by asset class. These relative attribution effects separate the cumulative
sources of total fund excess return into Asset Allocation Effect and Manager Selection Effect.

Six and One-Quarter Year Annualized Relative Attribution Effects
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Effective Effective Total
Actual Target Actual Target Manager Asset Relative

Asset Class Weight Weight Return Return Effect Allocation Return

Domestic Equity 27% 26% 15.26% 14.81% 0.06% 0.09% 0.15%
Domestic Fixed Income 18% 17% 6.34% 4.97% 0.23% (0.02%) 0.21%
Real Estate 10% 10% 15.07% 12.16% 0.27% 0.03% 0.30%
Timber 4% 4% - - (0.23%) (0.01%) (0.23%)
Infrastructure 3% 4% - - 0.14% 0.10% 0.24%
International Equity 17% 17% 7.63% 5.26% 0.43% (0.02%) 0.41%
International Fixed Inc. 5% 5% 4.49% 2.77% 0.09% (0.02%) 0.08%
Private Equity 5% 5% 2.95% 2.95% 0.00% (0.01%) (0.01%)
World Equity 10% 11% - - (0.02%) (0.04%) (0.06%)
Cash & Equivalents 1% 1% 0.14% 0.11% 0.00% (0.00%) (0.00%)

Total = + +9.69% 8.61% 0.99% 0.10% 1.09%

* Current Quarter Target = 16.6% Russell 1000 Index, 16.0% MSCI World, 13.0% BB Barclays Aggregate Idx, 11.8% MSCI World ex US, 10.0% NCREIF

Total Index, 6.0% NDSIB TFFR - Private Equity, 6.0% BB Barclays Gl Agg ex US, 5.0% CPI-W, 4.8% Russell 2000 Index, 4.0% BB Barclays US HY Cor

2%C, 3.0% NCREIF Timberland Index, 2.8% MSCI EM and 1.0% 3-month Treasury Bill.
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Cumulative Performance Relative to Target

The first chart below illustrates the cumulative performance of the Total Fund relative to the cumulative performance of the
Fund’s Target Asset Mix. The Target Mix is assumed to be rebalanced each quarter with no transaction costs. The second
chart below shows the return and the risk of the Total Fund and the Target Mix, contrasted with the returns and risks of the
funds in the CAI Public Fund Sponsor Database.

Cumulative Returns Actual vs Target
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* Current Quarter Target = 16.6% Russell 1000 Index, 16.0% MSCI World, 13.0% BB Barclays Aggregate Idx, 11.8% MSCI World ex US, 10.0% NCREIF

Total Index, 6.0% NDSIB TFFR - Private Equity, 6.0% BB Barclays Gl Agg ex US, 5.0% CPI-W, 4.8% Russell 2000 Index, 4.0% BB Barclays US HY Cor

2%C, 3.0% NCREIF Timberland Index, 2.8% MSCI EM and 1.0% 3-month Treasury Bill.
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Actual vs Target Historical Asset Allocation

The Historical asset allocation for a fund is by far the largest factor explaining its performance. The charts below show the
fund’s historical actual asset allocation, the fund’s historical target asset allocation, and the historical asset allocation of the
average fund in the CAI Public Fund Sponsor Database.
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* Current Quarter Target = 16.6% Russell 1000 Index, 16.0% MSCI World, 13.0% BB Barclays Aggregate Idx, 11.8% MSCI World ex US, 10.0% NCREIF

Total Index, 6.0% NDSIB TFFR - Private Equity, 6.0% BB Barclays Gl Agg ex US, 5.0% CPI-W, 4.8% Russell 2000 Index, 4.0% BB Barclays US HY Cor

2%C, 3.0% NCREIF Timberland Index, 2.8% MSCI EM and 1.0% 3-month Treasury Bill.

 67
NDSIB - Teachers Fund For Retirement



Asset Class Risk and Return

The charts below show the six and one-quarter year annualized risk and return for each asset class component of the Total
Fund. The first graph contrasts these values with those of the appropriate index for each asset class. The second chart
contrasts them with the risk and return of the median portfolio in each of the appropriate CAI comparative databases. In each
case, the crosshairs on the chart represent the return and risk of the Total Fund.
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Total Fund Ranking

The first two charts show the ranking of the Total Fund’s performance relative to that of the CAI Public Fund Sponsor
Database for periods ended September 30, 2016. The first chart is a standard unadjusted ranking. In the second chart each
fund in the database is adjusted to have the same historical asset allocation as that of the Total Fund.
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90th Percentile 7.58 4.56 7.49 7.40
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* Current Quarter Target = 16.6% Russell 1000 Index, 16.0% MSCI World, 13.0% BB Barclays Aggregate Idx, 11.8% MSCI World ex US, 10.0% NCREIF

Total Index, 6.0% NDSIB TFFR - Private Equity, 6.0% BB Barclays Gl Agg ex US, 5.0% CPI-W, 4.8% Russell 2000 Index, 4.0% BB Barclays US HY Cor

2%C, 3.0% NCREIF Timberland Index, 2.8% MSCI EM and 1.0% 3-month Treasury Bill.
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Asset Class Rankings

The charts below show the rankings of each asset class component of the Total Fund relative to appropriate comparative
databases. In the upper right corner of each graph is the weighted average of the rankings across the different asset classes.
The weights of the fund’s actual asset allocation are used to make this calculation. The weighted average ranking can be
viewed as a measure of the fund’s overall success in picking managers and structuring asset classes.
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* Current Quarter Target = 16.6% Russell 1000 Index, 16.0% MSCI World, 13.0% BB Barclays Aggregate Idx, 11.8% MSCI World ex US, 10.0% NCREIF

Total Index, 6.0% NDSIB TFFR - Private Equity, 6.0% BB Barclays Gl Agg ex US, 5.0% CPI-W, 4.8% Russell 2000 Index, 4.0% BB Barclays US HY Cor

2%C, 3.0% NCREIF Timberland Index, 2.8% MSCI EM and 1.0% 3-month Treasury Bill.
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Asset Class Allocation

The table below contrasts the distribution of assets across the Fund’s investment managers as of September 30, 2016, with
the distribution as of June 30, 2016. The change in asset distribution is broken down into the dollar change due to Net New
Investment and the dollar change due to Investment Return.

Asset Class Allocation

September 30, 2016 June 30, 2016

Market Value Weight Net New Inv. Inv. Return Market Value Weight
GLOBAL EQUITY $1,254,455,689 58.50% $(19,159,158) $65,227,282 $1,208,387,564 58.04%

Domestic Equity $488,445,613 22.78% $(10,255,780) $20,579,841 $478,121,552 22.96%
Large Cap 379,545,786 17.70% (5,073,845) 13,931,854 370,687,777 17.80%
Small Cap 108,899,827 5.08% (5,181,935) 6,647,987 107,433,775 5.16%

International Equity $341,192,040 15.91% $(5,809,900) $25,824,983 $321,176,957 15.43%
Developed Intl Equity 261,190,917 12.18% (6,034,900) 19,306,734 247,919,083 11.91%
Emerging Markets 80,001,123 3.73% 225,000 6,518,249 73,257,874 3.52%

World Equity $352,971,975 16.46% $(235,651) $17,492,952 $335,714,674 16.12%

Private Equity $71,846,061 3.35% $(2,857,826) $1,329,506 $73,374,381 3.52%

GLOBAL FIXED INCOME $492,202,113 22.95% $(1,201,914) $10,254,789 $483,149,237 23.21%

Fixed Income Comp $369,208,792 17.22% $(970,625) $8,472,830 $361,706,587 17.37%
Investment Grade Fixed 271,907,587 12.68% (649,877) 4,176,599 268,380,865 12.89%
Below Inv. Grade Fixed Income 97,301,205 4.54% (320,748) 4,296,231 93,325,722 4.48%

International Fixed Income $122,993,321 5.74% $(231,289) $1,781,960 $121,442,651 5.83%

GLOBAL REAL ASSETS $388,840,698 18.13% $13,884,186 $2,925,933 $372,030,580 17.87%
Real Estate 222,028,935 10.35% 14,774,397 3,070,228 204,184,309 9.81%
Timber 69,910,293 3.26% (348,202) () 70,258,495 3.37%
Infrastructure 96,901,471 4.52% (542,010) (144,295) 97,587,776 4.69%

Cash & Equivalents $9,025,033 0.42% $(9,515,489) $18,229 $18,522,293 0.89%

Securities Lending Income $0 0.00% $(57,084) $57,084 - -

Total Fund $2,144,523,533 100.0% $(16,049,458) $78,483,318 $2,082,089,674 100.0%

PLEASE REFER TO PAGES 36-38 FOR INVESTMENT MANAGER LEVEL ASSET ALLOCATION.
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Investment Manager Returns

The table below details the rates of return for the Fund’s investment managers over various time periods ended September
30, 2016. Negative returns are shown in red, positive returns in black. Returns for one year or greater are annualized. The
first set of returns for each asset class represents the composite returns for all the fund’s accounts for that asset class.

Returns for Periods Ended September 30, 2016

Last Last Last
Last Last  3  5 6-1/4

Quarter Year Years Years Years

Global Equity
Gross 5.39% 11.10% 6.09% - -
Net 5.30% 10.85% 5.76% - -
   Wtd Avg Global Equity Benchmark 5.14% 10.32% 5.15% - -

Domestic Equity
Gross 4.30% 14.61% 10.61% 17.23% 15.26%
Net 4.17% 14.40% 10.41% 17.00% 15.00%
   Wtd Avg Domestic Equity Benchmark 5.14% 15.10% 9.92% 16.33% 14.81%

Large Cap Equity
Gross 3.76% 15.00% 12.06% 17.52% 15.64%
Net 3.69% 14.83% 11.87% 17.30% 15.38%
   Benchmark(1) 4.03% 14.93% 10.78% 16.40% 15.08%

Small Cap Equity
Gross 6.19% 12.89% 5.61% 15.92% 13.83%
Net 5.85% 12.54% 5.36% 15.63% 13.55%
   Russell 2000 Index 9.05% 15.47% 6.71% 15.82% 13.76%

International Equity
Gross 8.04% 12.31% 2.56% 8.54% 7.63%
Net 8.00% 12.10% 2.35% 8.25% 7.31%
   Wtd Avg Intl Equity Benchmark 6.82% 8.40% 0.33% 6.60% 5.26%

Developed Intl Equity
Gross 7.79% 10.36% 2.45% 9.24% 8.20%
Net 7.74% 10.10% 2.20% 8.95% 7.88%
   Benchmark(2) 6.29% 6.38% 0.43% 7.36% 5.86%

Emerging Markets
Gross 8.89% 18.79% 2.11% 4.96% 4.78%
Net 8.89% 18.79% 2.02% 4.67% 4.45%
   Benchmark(3) 9.03% 16.78% (0.56%) 3.03% 2.30%

World Equity
Gross 5.21% 9.45% 5.38% - -
Net 5.08% 9.04% 4.69% - -
   MSCI World Index 4.87% 11.36% 5.85% 11.63% 10.69%

Private Equity
Net 1.71% (5.78%) (2.11%) 0.69% 2.86%

(1) S&P 500 Index through 12/31/2011 and the Russell 1000 Index thereafter.
(2) 50% Hedged EAFE through 3/31/2011, MSCI EAFE through 6/3016 and MSCI World ex-US  thereafter.
(3) MSCI Emerging Mkts Idx (Gross) through 6/30/2011 and MSCI Emerging Mkts Idx Net thereafter.

PLEASE REFER TO PAGES 39-43 FOR INVESTMENT MANAGER LEVEL RETURNS.
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Investment Manager Returns

The table below details the rates of return for the Fund’s investment managers over various time periods ended September
30, 2016. Negative returns are shown in red, positive returns in black. Returns for one year or greater are annualized. The
first set of returns for each asset class represents the composite returns for all the fund’s accounts for that asset class.

Returns for Periods Ended September 30, 2016

Last Last Last
Last Last  3  5 6-1/4

Quarter Year Years Years Years

Global Fixed Income
Gross 2.12% 8.12% 4.74% - -

Net 2.06% 7.86% 4.48% - -

   Wtd Avg Global Fixed Inc. Benchmark 1.48% 8.26% 3.57% - -

Domestic Fixed Income
Gross 2.34% 7.08% 5.51% 6.25% 6.34%

Net 2.29% 6.85% 5.28% 6.17% 6.20%

   Wtd Avg Domestic FI Benchmark 1.64% 7.17% 4.35% 4.59% 4.97%

Inv. Grade Fixed Income
Gross 1.56% 5.70% 5.13% 5.30% 5.37%

Net 1.52% 5.56% 5.00% 5.17% 5.20%

   BB Barclays Aggregate Index 0.46% 5.19% 4.03% 3.08% 3.71%

Below Inv. Grade Fixed Income
Gross 4.61% 10.53% 6.42% 9.17% 8.96%

Net 4.50% 10.08% 5.97% 8.71% 8.52%

   BB Barclays HY Corp 2% Issue 5.55% 12.74% 5.30% 8.34% 8.02%

International Fixed Income
Gross 1.47% 11.91% 1.85% 2.45% 4.49%

Net 1.38% 11.52% 1.49% 2.08% 4.12%

   Wtd Avg Intl Fixed Income Benchmark 1.03% 11.67% 0.75% 0.70% 2.77%

Global Real Assets
Gross 0.78% 7.38% 9.49% - -

Net 0.71% 6.92% 9.04% - -

   Wtd Avg Global Real Assets Benchmark 1.12% 5.75% 7.68% - -

Real Estate
Gross 1.49% 10.81% 14.42% 13.54% 15.07%

Net 1.36% 10.27% 13.85% 13.00% 14.50%

   NCREIF Total Index 1.77% 9.22% 11.31% 11.18% 12.16%

Timber
Net 0.00% 4.32% 3.63% 1.35% -

   NCREIF Timberland Index 0.67% 3.28% 7.59% 6.91% 5.52%

Infrastructure
Gross (0.15%) 2.14% 4.36% 5.59% -

Net (0.15%) 1.51% 3.77% 4.89% -

   CPI-W 0.09% 1.22% 0.71% 1.03% 1.56%

Cash & Equivalents - Net 0.12% 0.39% 0.17% 0.13% 0.14%
3-month Treasury Bill 0.10% 0.27% 0.11% 0.10% 0.11%

Total Fund
Gross 3.77% 9.72% 6.46% 9.98% 9.69%

Net 3.69% 9.43% 6.14% 9.64% 9.34%

   Target* 3.52% 9.11% 5.45% 8.87% 8.61%

* Current Quarter Target = 16.6% Russell 1000 Index, 16.0% MSCI World, 13.0% BB Barclays Aggregate Idx, 11.8% MSCI

World ex US, 10.0% NCREIF Total Index, 6.0% NDSIB TFFR - Private Equity, 6.0% BB Barclays Gl Agg ex US, 5.0% CPI-W,

4.8% Russell 2000 Index, 4.0% BB Barclays US HY Cor 2%C, 3.0% NCREIF Timberland Index, 2.8% MSCI EM and 1.0%

3-month Treasury Bill.

PLEASE REFER TO PAGES 39-43 FOR INVESTMENT MANAGER LEVEL RETURNS.
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L.A. Capital
Period Ended September 30, 2016

Investment Philosophy
The LA Capital Structured portfolio is a large growth portfolio benchmarked to the Russell 1000 Growth Index.  It is an
active assignment meaning that it targets a 2% alpha and constrains its risk budget (tracking error) to 4% relative to the
benchmark.  LA Capital believes that investment results are driven by Investor Preferences and thus recognize that when
preferences shift a different posture related to that factor is warranted.

Quarterly Summary and Highlights
L.A. Capital’s portfolio posted a 3.76% return for the quarter
placing it in the 81 percentile of the CAI Large Cap Growth
group for the quarter and in the 10 percentile for the last
year.

L.A. Capital’s portfolio underperformed the Russell 1000
Growth Index by 0.82% for the quarter and outperformed the
Russell 1000 Growth Index for the year by 1.06%.

Quarterly Asset Growth

Beginning Market Value $308,454,836

Net New Investment $-159,904

Investment Gains/(Losses) $11,609,076

Ending Market Value $319,904,008

Performance vs CAI Large Cap Growth (Gross)
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Median 5.28 11.27 7.36 10.85 16.24 8.94 8.28
75th Percentile 4.18 9.82 6.17 9.73 15.08 7.93 7.84
90th Percentile 2.45 7.60 4.67 8.91 14.29 6.86 7.26

L.A. Capital 3.76 14.82 10.11 13.22 18.24 9.42 9.35

Russell 1000
Growth Index 4.58 13.76 8.34 11.83 16.60 8.85 8.07
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L.A. Capital Management Enhanced Index
Period Ended September 30, 2016

Investment Philosophy
The LA Capital Enhanced portfolio is a large core portfolio benchmarked to the Russell 1000 Index.  Characterized as an
enhanced index assignment, its objective is to track the benchmark with lower variability.  The pension portfolio began in
August of 2000 and the insurance portfolio was initiated in April of 2004.  Since October of 2006 a small portion of each of
the two core accounts was allocated into the Large Cap Alpha Fund with intent to add incremental alpha to the assignment
given that the information ratio was expected to be higher.

Quarterly Summary and Highlights
LACM Enhanced Index’s portfolio posted a 3.23% return for
the quarter placing it in the 76 percentile of the CAI Large
Cap Core group for the quarter and in the 16 percentile for
the last year.

LACM Enhanced Index’s portfolio underperformed the
Russell 1000 Index by 0.80% for the quarter and
outperformed the Russell 1000 Index for the year by 0.60%.

Quarterly Asset Growth

Beginning Market Value $191,342,879

Net New Investment $-48,167

Investment Gains/(Losses) $6,177,541

Ending Market Value $197,472,253

Performance vs CAI Large Cap Core (Gross)
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Median 4.55 12.77 6.06 10.64 16.13 7.39 5.47
75th Percentile 3.30 10.67 4.80 9.43 15.17 6.82 5.09
90th Percentile 1.87 9.21 3.26 8.38 14.21 6.35 4.64

LACM
Enhanced Index 3.23 15.54 8.28 11.83 17.38 8.32 5.65

Russell 1000 Index 4.03 14.93 6.88 10.78 16.41 7.40 4.78
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Northern Trust AM Enh S&P500
Period Ended September 30, 2016

Investment Philosophy
Northern Trust AM Enhanced S&P 500 employs a quantitative investment approach, focusing on the stock selection
process as the principal source of value added.  The account invests primarily in a broadly diversified portfolio of equity
securities that include securities convertible into equity securities (including common stock), warrants, rights and units or
shares in trusts, exchange traded funds and investment companies.  The Investment Manager intends to use futures and
options to manage market risk associated with the account’s investments.

Quarterly Summary and Highlights
Northern Trust AM Enh S&P500’s portfolio posted a 4.32%
return for the quarter placing it in the 56 percentile of the CAI
Large Cap Core group for the quarter and in the 41
percentile for the last year.

Northern Trust AM Enh S&P500’s portfolio outperformed the
S&P 500 Index by 0.47% for the quarter and
underperformed the S&P 500 Index for the year by 1.89%.

Quarterly Asset Growth

Beginning Market Value $143,612,731

Net New Investment $0

Investment Gains/(Losses) $6,207,521

Ending Market Value $149,820,252

Performance vs CAI Large Cap Core (Gross)
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(56)(65)

(41)

(16)
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(31)

(41)(31)

(33)(44)

(65)(64)

(85)(90)

10th Percentile 6.62 16.88 8.50 11.97 17.52 8.71 7.12
25th Percentile 5.50 14.82 7.30 11.33 16.98 8.08 6.30

Median 4.55 12.77 6.06 10.64 16.13 7.39 5.47
75th Percentile 3.30 10.67 4.80 9.43 15.17 6.82 5.09
90th Percentile 1.87 9.21 3.26 8.38 14.21 6.35 4.64

Northern Trust
AM Enh S&P500 4.32 13.54 5.30 10.88 16.75 7.17 4.82

S&P 500 Index 3.85 15.43 7.11 11.16 16.37 7.24 4.64

Relative Return vs S&P 500 Index
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Parametric Clifton Enh S&P
Period Ended September 30, 2016

Investment Philosophy
Parametric Clifton utilizes equity futures to gain benchmark exposure in constructing the portfolio it believes provides the
greatest likelihood of outperforming the index.  In this construction the underlying cash portfolio is invested in a liquid, high
quality short duration fixed income portfolio.  Over market cycles excess return generated by the short duration portfolio,
when added to the performance of futures is expected to allow the strategy to achieve 0.50% to 1.00% of gross excess
annual performance.

Quarterly Summary and Highlights
Parametric Clifton Enh S&P’s portfolio posted a 3.86%
return for the quarter placing it in the 65 percentile of the CAI
Large Cap Core group for the quarter and in the 12
percentile for the last year.

Parametric Clifton Enh S&P’s portfolio outperformed the
S&P 500 Index by 0.01% for the quarter and outperformed
the S&P 500 Index for the year by 0.65%.

Quarterly Asset Growth

Beginning Market Value $172,381,903

Net New Investment $-5,372,195

Investment Gains/(Losses) $6,658,351

Ending Market Value $173,668,059

Performance vs CAI Large Cap Core (Gross)
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(32)(44)

(27)(41)

10th Percentile 6.62 16.88 8.50 11.97 17.52 13.29
25th Percentile 5.50 14.82 7.30 11.33 16.98 12.76

Median 4.55 12.77 6.06 10.64 16.13 12.01
75th Percentile 3.30 10.67 4.80 9.43 15.17 11.05
90th Percentile 1.87 9.21 3.26 8.38 14.21 9.90

Parametric
Clifton Enh S&P 3.86 16.08 7.39 11.49 16.84 12.63

S&P 500 Index 3.85 15.43 7.11 11.16 16.37 12.30

Relative Return vs S&P 500 Index
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Atlanta Capital
Period Ended September 30, 2016

Investment Philosophy
Atlanta believes that high quality companies produce consistently increasing earnings and dividends, thereby providing
attractive returns with moderate risk over the long-term.

Quarterly Summary and Highlights
Atlanta Capital’s portfolio posted a 2.46% return for the
quarter placing it in the 100 percentile of the CAI Small
Capitalization group for the quarter.

Atlanta Capital’s portfolio underperformed the S&P 600
Small Cap Index by 4.74% for the quarter.

Quarterly Asset Growth

Beginning Market Value $113,269,259

Net New Investment $-207,293

Investment Gains/(Losses) $2,786,425

Ending Market Value $115,848,391

Performance vs CAI Small Capitalization (Gross)
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(100)

(64)

10th Percentile 10.78
25th Percentile 9.04

Median 7.69
75th Percentile 6.44
90th Percentile 5.41

Atlanta Capital 2.46

S&P 600
Small Cap Index 7.20

Relative Return vs S&P 600 Small Cap Index
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Parametric Clifton Enh SmCap
Period Ended September 30, 2016

Investment Philosophy
Parametric Clifton utilizes equity futures to gain benchmark exposure in constructing the portfolio it believes provides the
greatest likelihood of outperforming the index.  In this construction the underlying cash portfolio is invested in a liquid, high
quality short duration fixed income portfolio.  Over market cycles excess return generated by the short duration portfolio,
when added to the performance of futures is expected to allow the strategy to achieve 0.50% to 1.00% of gross excess
annual performance.

Quarterly Summary and Highlights
Parametric Clifton Enh SmCap’s portfolio posted a 9.35%
return for the quarter placing it in the 21 percentile of the CAI
Small Capitalization group for the quarter and in the 23
percentile for the last year.

Parametric Clifton Enh SmCap’s portfolio outperformed the
Russell 2000 Index by 0.30% for the quarter and
outperformed the Russell 2000 Index for the year by 1.57%.

Quarterly Asset Growth

Beginning Market Value $133,904,288

Net New Investment $-7,612,566

Investment Gains/(Losses) $12,500,632

Ending Market Value $138,792,354

Performance vs CAI Small Capitalization (Gross)
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(21)(25)
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(35)
(52) (41)

(61)

(40)
(65)

(51)
(77)

10th Percentile 10.78 19.80 12.05 10.79 19.98 16.09
25th Percentile 9.04 16.74 10.38 9.12 18.44 15.08

Median 7.69 13.49 8.38 7.28 16.74 13.80
75th Percentile 6.44 8.78 5.47 5.16 14.76 12.56
90th Percentile 5.41 5.40 2.59 2.37 13.29 10.92

Parametric
Clifton Enh SmCap 9.35 17.04 9.36 7.97 17.31 13.76

Russell 2000 Index 9.05 15.47 8.12 6.71 15.82 12.35

Relative Return vs Russell 2000 Index
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DFA International Small Cap Value Fund
Period Ended September 30, 2016

Investment Philosophy
The International Small Cap Value Portfolio invests in the stocks of small, non-US developed markets companies that
Dimensional believes to be value stocks at the time of purchase.  Specifically, it looks at companies that fall within the
smallest 8-10% of each country’s market capitalization, and who’s shares have a high book value in relation to their market
value (BtM).  It does not invest in emerging markets.

Quarterly Summary and Highlights
DFA Intl Small Cap Value’s portfolio posted a 10.54% return
for the quarter placing it in the 4 percentile of the Lipper
International Small Cap Funds group for the quarter and in
the 37 percentile for the last year.

DFA Intl Small Cap Value’s portfolio outperformed the World
ex US SC Value by 1.77% for the quarter and
underperformed the World ex US SC Value for the year by
1.61%.

Quarterly Asset Growth

Beginning Market Value $71,922,590

Net New Investment $0

Investment Gains/(Losses) $7,582,742

Ending Market Value $79,505,332

Performance vs Lipper International Small Cap Funds (Net)
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(51)(58)

(36)
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(25)

(72)

(36)(43)

10th Percentile 9.20 15.27 7.42 6.19 12.70 5.37
25th Percentile 8.65 11.50 5.26 4.73 11.49 3.79

Median 7.33 9.02 3.09 3.63 10.54 2.77
75th Percentile 6.26 6.37 1.10 1.65 9.28 1.73
90th Percentile 5.31 4.32 (0.37) (0.14) 7.84 0.65

DFA Intl
Small Cap Value 10.54 10.46 2.98 4.19 11.47 3.46

World ex
US SC Value 8.77 12.08 2.32 2.80 9.48 3.03

Relative Return vs World ex US SC Value
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Northern Tr AM Wrld ex US
Period Ended September 30, 2016

Investment Philosophy
The Fund’s objective is to provide investment results that approximate the overall performance of the MSCI World ex-US
Equity Index.

Quarterly Summary and Highlights
Northern Tr AM Wrld ex US’s portfolio posted a 6.35%
return for the quarter placing it in the 65 percentile of the CAI
Non-U.S. Equity Style group for the quarter and in the 55
percentile for the last year.

Northern Tr AM Wrld ex US’s portfolio outperformed the
MSCI World ex US by 0.06% for the quarter and
outperformed the MSCI World ex US for the year by 0.41%.

Quarterly Asset Growth

Beginning Market Value $255,177,849

Net New Investment $-21,117

Investment Gains/(Losses) $16,207,369

Ending Market Value $271,364,101

Performance vs CAI Non-U.S. Equity Style (Gross)
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10th Percentile 8.96 13.33 3.72 2.20
25th Percentile 7.80 10.74 2.09 1.10

Median 6.77 7.94 0.34 0.02
75th Percentile 5.77 5.40 (1.19) (1.31)
90th Percentile 4.47 3.92 (3.05) (2.70)

Northern Tr
AM Wrld ex US 6.35 7.57 (1.52) (1.23)

MSCI World ex US 6.29 7.16 (1.87) (1.60)

Relative Return vs MSCI World ex US
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Wellington Management
Period Ended September 30, 2016

Investment Philosophy
The International Small Cap Opportunities investment approach is bottom-up focused, and leverages the global research
resources at Wellington Management. In implementing purchase decisions, consideration is given to the size, liquidity, and
volatility of these prospects. Sell decisions are based on changing fundamentals or valuations, or on finding better
opportunities elsewhere. The assets are not hedged.

Quarterly Summary and Highlights
Wellington Management’s portfolio posted a 6.71% return
for the quarter placing it in the 82 percentile of the CAI
International Small Cap group for the quarter and in the 29
percentile for the last year.

Wellington Management’s portfolio underperformed the S&P
BMI EPAC <$2 B by 1.19% for the quarter and
underperformed the S&P BMI EPAC <$2 B for the year by
0.05%.

Quarterly Asset Growth

Beginning Market Value $81,532,906

Net New Investment $-188,138

Investment Gains/(Losses) $5,466,842

Ending Market Value $86,811,610

Performance vs CAI International Small Cap (Gross)
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(29)(29)

(20)

(54)
(36)
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(35)

(93)

(52)

(84)

10th Percentile 10.28 15.89 10.49 10.08 15.62 8.38 13.50
25th Percentile 9.03 14.20 8.11 7.76 14.02 7.46 12.20

Median 7.99 11.38 6.25 6.12 12.77 6.33 11.44
75th Percentile 7.06 8.78 4.05 4.73 11.40 5.15 10.05
90th Percentile 5.79 6.80 1.28 2.18 9.64 4.33 9.21

Wellington
Management 6.71 13.71 8.95 6.93 14.33 7.09 11.30

S&P BMI
EPAC <$2 B 7.90 13.76 5.88 5.21 10.18 4.14 9.68

Relative Return vs S&P BMI EPAC <$2 B
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William Blair
Period Ended September 30, 2016

Investment Philosophy
One of the basic investment tenets of William Blair & Company has been its focus on quality growth companies. They
believe that investing in quality growth companies will generate above average results with generally less risk than the
market. This opportunity exists because they believe the market underestimates the durability and rate of growth in
companies that have the following characteristics: strong management with a unique vision, competitive advantages that
prolong the duration and size of earnings growth, and conservative financing. Internationally, they believe that this
philosophy can be combined with strategic flexibility in managing geographic exposure, capitalization, sector emphasis,
and relative growth and valuation at the portfolio level in order to provide an appropriate degree of adaptability to cyclical
conditions.

Quarterly Summary and Highlights
William Blair’s portfolio posted a 9.89% return for the quarter
placing it in the 11 percentile of the CAI Core+ Growth Int’l
Eq Style group for the quarter.

William Blair’s portfolio outperformed the MSCI ACWI ex US
by 2.98% for the quarter.

Quarterly Asset Growth

Beginning Market Value $122,029,518

Net New Investment $-39,430

Investment Gains/(Losses) $12,072,045

Ending Market Value $134,062,134

Performance vs CAI Core+ Growth Int’l Eq Style (Gross)
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MSCI ACWI ex US 6.91

Relative Return vs MSCI ACWI ex US
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Axiom Emerging Markets
Period Ended September 30, 2016

Investment Philosophy
The Emerging Markets Equity strategy seeks to invest in emerging market securities issued by companies whose key
business drivers are both improving and exceeding expectations, as determined by Axiom’s stock selection techniques
focused on fundamental company analysis.  The strategy considers companies either (i) located in countries that are not
included in the MSCI Developed Markets Index series or (ii) that derive a majority of their revenues or assets from a
country or countries not included in the MSCI Developed Markets Index series, in each case at the time of investment.
Although the Manager generally expects the strategy’s investment portfolio to be geographically diverse, there are no
prescribed limits on geographic distribution of the strategy’s investments and the strategy has the authority to invest in
securities traded in securities markets or any country in the world.

Quarterly Summary and Highlights
Axiom Emerging Markets’s portfolio posted a 9.13% return
for the quarter placing it in the 45 percentile of the CAI
Emerging Markets Equity Mut Funds group for the quarter
and in the 62 percentile for the last year.

Axiom Emerging Markets’s portfolio outperformed the MSCI
EM by 0.11% for the quarter and outperformed the MSCI
EM for the year by 1.45%.

Quarterly Asset Growth

Beginning Market Value $132,327,251

Net New Investment $0

Investment Gains/(Losses) $12,087,251

Ending Market Value $144,414,502

Performance vs CAI Emerging Markets Equity Mut Funds (Net)
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10th Percentile 10.85 25.75 1.73
25th Percentile 9.91 22.02 (0.57)

Median 9.00 19.33 (1.77)
75th Percentile 7.12 16.87 (3.70)
90th Percentile 5.36 13.46 (6.87)

Axiom Emerging
Markets 9.13 18.23 (0.09)

MSCI EM 9.03 16.78 (2.91)

Relative Return vs MSCI EM
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DFA Emerging Markets
Period Ended September 30, 2016

Investment Philosophy
The Emerging Markets Small Cap Portfolio invests in small cap emerging markets companies.  Presently, this means
investment in companies whose market capitalization is less than $2.3 billion at the time of purchase.  Dimensional
considers, among other things, information disseminated by the International Finance Corporation in determining and
approving emerging market countries.

Quarterly Summary and Highlights
DFA Emerging Markets’s portfolio posted a 8.18% return for
the quarter placing it in the 65 percentile of the CAI
Emerging Markets Equity Mut Funds group for the quarter
and in the 41 percentile for the last year.

DFA Emerging Markets’s portfolio underperformed the MSCI
EM by 0.85% for the quarter and outperformed the MSCI
EM for the year by 3.95%.

Quarterly Asset Growth

Beginning Market Value $46,108,652

Net New Investment $0

Investment Gains/(Losses) $3,770,311

Ending Market Value $49,878,963

Performance vs CAI Emerging Markets Equity Mut Funds (Net)
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(65)(48)
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(76)
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(59)

(6)

(55)

(4)

(56)

(1)

(34)

(1)

(36)

10th Percentile 10.85 25.75 1.73 3.24 6.63 5.16 6.31
25th Percentile 9.91 22.02 (0.57) 1.55 5.25 4.39 5.24

Median 9.00 19.33 (1.77) (0.33) 3.37 3.24 4.05
75th Percentile 7.12 16.87 (3.70) (1.46) 1.91 2.35 3.19
90th Percentile 5.36 13.46 (6.87) (5.43) (1.91) 1.77 2.60

DFA Emerging
Markets 8.18 20.73 1.10 4.02 6.94 7.61 8.33

MSCI EM 9.03 16.78 (2.91) (0.56) 3.03 3.94 4.80

Relative Return vs MSCI EM

R
e
la

ti
v
e

 R
e

tu
rn

s

(4%)

(3%)

(2%)

(1%)

0%

1%

2%

3%

4%

5%

11 2012 2013 2014 2015 2016

DFA Emerging Markets

CAI Emerging Markets Equity Mut Funds (Net)
Annualized Five Year Risk vs Return

8 10 12 14 16 18 20 22 24
(8%)

(6%)

(4%)

(2%)

0%

2%

4%

6%

8%

10%

DFA Emerging Markets

MSCI EM

Standard Deviation

R
e

tu
rn

s

 87
North Dakota State Investment Board Pension Funds



EPOCH Investment
Period Ended September 30, 2016

Investment Philosophy
Epoch seeks to produce superior risk adjusted returns by building portfolios of businesses with outstanding risk/reward
profiles without running a high degree of capital risk. They analyze businesses in the same manner private investors would
in looking to purchase the entire company. The strategy only invests in businesses that are understood and where they
have confidence in the financial statements. They seek businesses that generate "free cash flow" and securities that have
unrecognized potential yet possess a combination of above average yield, above average free cash flow growth, and/or
below average valuation. Global Choice is a "best ideas" portfolio at Epoch with every stock held in other strategies
managed by the firm. The EPOCH Blended Benchmark consists of the S&P 500 Index through 12/31/2011 and the
MSCI World Index thereafter.

Quarterly Summary and Highlights
EPOCH Investment’s portfolio posted a 3.15% return for the
quarter placing it in the 91 percentile of the CAI Global
Equity Broad Style group for the quarter and in the 91
percentile for the last year.

EPOCH Investment’s portfolio underperformed the EPOCH
Blended Benchmark by 1.72% for the quarter and
underperformed the EPOCH Blended Benchmark for the
year by 4.47%.

Quarterly Asset Growth

Beginning Market Value $338,524,029

Net New Investment $-543,642

Investment Gains/(Losses) $10,647,831

Ending Market Value $348,628,218

Performance vs CAI Global Equity Broad Style (Gross)
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EPOCH Investment 3.15 6.88 2.44 4.77 11.47 5.34

EPOCH Blended
Benchmark 4.87 11.36 2.80 5.85 12.49 4.28

Relative Returns vs
EPOCH Blended Benchmark
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LSV Asset Management
Period Ended September 30, 2016

Investment Philosophy
The Global Value (ACWI) Equity strategy is managed using quantitative techniques to select individual securities in a
risk-controlled, bottom-up approach.  Value factors and security selection dominate sector/industry factors as explanators
of performance.

Quarterly Summary and Highlights
LSV Asset Management’s portfolio posted a 6.84% return
for the quarter placing it in the 30 percentile of the CAI
Global Equity Broad Style group for the quarter and in the 46
percentile for the last year.

LSV Asset Management’s portfolio outperformed the MSCI
ACWI Gross by 1.41% for the quarter and underperformed
the MSCI ACWI Gross for the year by 1.13%.

Quarterly Asset Growth

Beginning Market Value $428,600,398

Net New Investment $-422,761

Investment Gains/(Losses) $29,319,876

Ending Market Value $457,497,513

Performance vs CAI Global Equity Broad Style (Gross)
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Median 5.75 11.23 3.58 6.25 8.03
75th Percentile 4.53 8.66 1.60 4.67 6.78
90th Percentile 3.20 6.92 (0.40) 2.85 5.30

LSV Asset
Management 6.84 11.47 2.03 5.96 8.11

MSCI ACWI Gross 5.43 12.60 2.79 5.74 7.17

Relative Return vs MSCI ACWI Gross
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Investment Manager Returns

The table below details the rates of return for the Fund’s investment managers over various time periods ended September
30, 2016. Negative returns are shown in red, positive returns in black. Returns for one year or greater are annualized. The
first set of returns for each asset class represents the composite returns for all the fund’s accounts for that asset class.

Returns for Periods Ended September 30, 2016

Last Last Last
Last Last  3  5 15-3/4

Quarter Year Years Years Years

Private Equity 1.71% (5.78%) (2.11%) 0.72% 1.91%

Adams Street Direct Co-Invest Fd 0.00% 6.82% 15.99% 12.59% -
Adams Street Direct Fd 2010 0.00% 3.10% 15.27% 12.80% -
Adams Street 1998 Partnership (0.33%) 3.00% 2.03% 0.88% 1.74%
Adams Street 1999 Partnership (3.60%) 7.99% 1.23% 1.47% 2.65%
Adams Street 2000 Partnership (0.30%) (2.05%) (1.11%) 1.37% 3.15%
Adams Street 2001 Partnership (1.49%) (7.93%) 2.30% 4.47% 3.30%
Adams Street 2002 Partnership 0.54% 10.02% 1.80% 4.80% -
Adams Street 2003 Partnership 0.12% (2.44%) 10.57% 7.79% -
Adams Street 2010 Partnership 0.00% 6.18% 13.75% 12.03% -
Adams Street 2008 Fund 0.00% 11.84% 12.80% 7.86% -
Adams Street 1999 Non-US (8.08%) 4.28% (1.58%) 4.01% 5.85%
Adams Street 2000 Non-US 3.37% (4.57%) (1.58%) (1.86%) 2.71%
Adams Street 2001 Non-US (1.30%) (17.79%) 23.66% 12.12% -
Adams Street 2002 Non-US (0.16%) 29.18% 9.02% 5.88% -
Adams Street 2003 Non-US 2.82% 21.41% 10.54% 10.60% -
Adams Street 2004 Non-US 4.06% (4.54%) 7.88% 4.18% -
Adams Street 2010 Non-US 0.00% 9.63% 6.95% 5.83% -
Adams Street 2010 NonUS Emg 0.00% 10.50% 12.26% 1.21% -
Adams Street 2015 Global Fd 0.00% - - - -
Adams Street BVCF IV Fund 0.00% (1.65%) 18.20% 26.61% 18.28%

CorsAir III (0.42%) 34.23% 7.44% 1.48% -
ND Investors 24.54% 32.83% 7.40% 7.18% -
CorsAir IV (1.06%) (2.78%) 13.88% 5.89% -
Capital International V (0.60%) (25.76%) (10.72%) (9.04%) -
Capital International VI (0.87%) 1.29% (9.01%) - -
EIG Energy Fund XIV (0.41%) (67.93%) (37.54%) (24.23%) -
Lewis & Clark 0.00% (51.19%) (35.55%) (19.67%) -
Lewis & Clark II 0.00% 1.88% (6.77%) (5.56%) -
Quantum Energy Partners 7.24% (17.02%) (4.26%) 6.49% -
Matlin Patterson II 0.00% 7.27% 3.20% (27.40%) -
Matlin Patterson III 0.00% (5.29%) (1.30%) 21.94% -

Russell 1000 Index 4.03% 14.93% 10.78% 16.41% 5.50%
Russell 2000 Index 9.05% 15.47% 6.71% 15.82% 7.66%
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Declaration Total Return
Period Ended September 30, 2016

Investment Philosophy
The Fund’s portfolio holdings consist primarily of RMBS issued by private sector companies (Non-Agency RMBS) and
government agencies (Agency MBS) and CMBS issued by private sector companies. Agency MBS includes securities
issued by the Federal National Mortgage Association (Fannie Mae), the Federal Home Loan Mortgage Corporation
(Freddie Mac) and the Government National Mortgage Association (Ginnie Mae). Portfolio holdings may range from short
tenure senior classes to stressed issues or subordinated securities with substantial risk of non-payment and
correspondingly higher yields.  Smaller portfolio allocations may include consumer asset-backed securities (ABS), or other
structured credit securities and corporate bonds. As a diversification strategy and a potential hedge to credit risk, the Fund
may invest in securities which tend to benefit from slow mortgage prepayments and economic growth, such as interest only
(IO) MBS.

Quarterly Summary and Highlights
Declaration Total Return’s portfolio posted a 2.16% return
for the quarter placing it in the 1 percentile of the CAI
Intermediate Fixed Income Mut Funds group for the quarter
and in the 45 percentile for the last year.

Declaration Total Return’s portfolio outperformed the Libor-3
Month by 1.96% for the quarter and outperformed the
Libor-3 Month for the year by 3.27%.

Quarterly Asset Growth

Beginning Market Value $86,560,533

Net New Investment $-30,967

Investment Gains/(Losses) $1,866,334

Ending Market Value $88,395,900

Performance vs CAI Intermediate Fixed Income Mut Funds (Net)
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10th Percentile 1.01 6.32 4.40 4.60 3.45
25th Percentile 0.87 4.94 3.33 3.66 3.05

Median 0.47 3.14 2.40 2.58 2.44
75th Percentile 0.13 2.03 2.12 1.95 1.34
90th Percentile (0.26) 1.10 1.20 1.21 0.66

Declaration
Total Return A 2.16 3.88 3.86 4.71 5.39
BB Barclays

Aggregate Index B 0.46 5.19 4.06 4.03 2.80

Libor-3 Month 0.19 0.61 0.44 0.37 0.36

Relative Return vs Libor-3 Month
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J.P. Morgan MBS
Period Ended September 30, 2016

Investment Philosophy
JP Morgan seeks to outperform the benchmark over longer horizons regardless of the market environment.

Quarterly Summary and Highlights
J.P. Morgan MBS’s portfolio posted a 0.56% return for the
quarter placing it in the 79 percentile of the CAI Mortgage
Backed Fixed Income group for the quarter and in the 68
percentile for the last year.

J.P. Morgan MBS’s portfolio underperformed the BB
Barclays Mortgage Idx by 0.04% for the quarter and
outperformed the BB Barclays Mortgage Idx for the year by
0.03%.

Quarterly Asset Growth

Beginning Market Value $113,899,252

Net New Investment $8,941,466

Investment Gains/(Losses) $633,331

Ending Market Value $123,474,049

Performance vs CAI Mortgage Backed Fixed Income (Gross)
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Median 0.76 3.81 3.78
75th Percentile 0.61 3.55 3.51
90th Percentile 0.37 3.30 2.55

J.P. Morgan MBS 0.56 3.65 3.68

BB Barclays
Mortgage Idx 0.60 3.61 3.52

Relative Return vs BB Barclays Mortgage Idx
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PIMCO DiSCO II
Period Ended September 30, 2016

Investment Philosophy
The PIMCO Distressed Senior Credit Opportunities Fund is an opportunistic private-equity style Fund which seeks to
provide investors enhanced returns principally through long-biased investments in undervalued senior and super senior
structured credit securities that are expected to produce attractive levels of current income and that may also appreciate in
value over the long term.  The fund will look to capitalize on forced sales by liquidity constrained investors.

Quarterly Summary and Highlights
PIMCO DiSCO II’s portfolio posted a 4.15% return for the
quarter placing it in the 1 percentile of the CAI Core Bond
Mutual Funds group for the quarter and in the 1 percentile
for the last year.

PIMCO DiSCO II’s portfolio outperformed the BB Barclays
Aggregate Idx by 3.69% for the quarter and outperformed
the BB Barclays Aggregate Idx for the year by 3.11%.

Quarterly Asset Growth

Beginning Market Value $91,713,399

Net New Investment $0

Investment Gains/(Losses) $3,806,044

Ending Market Value $95,519,443

Performance vs CAI Core Bond Mutual Funds (Net)
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Median 0.75 5.31 3.57 3.84 3.26
75th Percentile 0.54 4.87 3.30 3.52 3.01
90th Percentile 0.30 4.55 2.84 3.04 2.63

PIMCO DiSCO II A 4.15 8.30 5.74 7.58 15.20
BB Barclays

Mortgage B 0.60 3.61 3.52 3.61 2.60

BB Barclays
Aggregate Idx 0.46 5.19 4.06 4.03 3.00

Relative Return vs BB Barclays Aggregate Idx
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PIMCO MBS
Period Ended September 30, 2016

Investment Philosophy
The PIMCO Mortgage-Backed Securities Strategy is an actively managed bond portfolio that invests in high quality, short
to intermediate duration mortgage-backed securities.  The fund invests primarily in securities that are highly rated, such as
US Government guaranteed Ginnie Mae securities and Agency-guaranteed Fannie Mae and Freddie Mac
mortgage-backed securities.

Quarterly Summary and Highlights
PIMCO MBS’s portfolio posted a 0.72% return for the
quarter placing it in the 59 percentile of the CAI Mortgage
Backed Fixed Income group for the quarter and in the 49
percentile for the last year.

PIMCO MBS’s portfolio outperformed the BB Barclays
Mortgage Idx by 0.13% for the quarter and outperformed the
BB Barclays Mortgage Idx for the year by 0.24%.

Quarterly Asset Growth

Beginning Market Value $183,187,244

Net New Investment $-76,870

Investment Gains/(Losses) $1,327,148

Ending Market Value $184,437,522

Performance vs CAI Mortgage Backed Fixed Income (Gross)
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PIMCO MBS 0.72 3.85 3.63 3.60 2.67

BB Barclays
Mortgage Idx 0.60 3.61 3.52 3.61 2.62

Relative Return vs BB Barclays Mortgage Idx
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PIMCO Unconstrained
Period Ended September 30, 2016

Investment Philosophy
The PIMCO Unconstrained Bond Strategy is an absolute return-oriented, investment grade quality fixed income strategy
that leverages PIMCO’s secular thinking, global themes, and integrated investment process without the constraints of a
benchmark or significant sector/instrument limitations. The strategy  focuses on long-term economic, social and political
trends. Over shorter cyclical time frames, the unconstrained nature of the strategy allows PIMCO to take on more risk when
tactical opportunities are identified, and it allows for reduction and diversification of risk at times when the outlook may be
more challenging for traditional fixed income benchmarks. The product changed from Commingled Fund to Separate
Account in March 2014.  *Libor-3 month through February 28, 2014; Fund’s performance through March 31, 2014;
Libor-3 month thereafter.

Quarterly Summary and Highlights
PIMCO Unconstrained’s portfolio posted a 3.27% return for
the quarter placing it in the 1 percentile of the CAI
Intermediate Fixed Income group for the quarter and in the 3
percentile for the last year.

PIMCO Unconstrained’s portfolio outperformed the Blended
Benchmark* by 3.08% for the quarter and outperformed the
Blended Benchmark* for the year by 5.31%.

Quarterly Asset Growth

Beginning Market Value $61,676,161

Net New Investment $-69,159

Investment Gains/(Losses) $2,018,361

Ending Market Value $63,625,363

Performance vs CAI Intermediate Fixed Income (Gross)
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PIMCO
Unconstrained 3.27 5.91 2.04 1.90 2.53

Blended Benchmark* 0.19 0.61 0.44 0.44 0.41

Relative Return vs Blended Benchmark*
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SSgA Long US Treas Index
Period Ended September 30, 2016

Investment Philosophy
The Fund seeks an investment return that approximates as closely as practicable, before expenses, the performance of the
Barclays Capital U.S. Long Treasury Bond Index over the long term.

Quarterly Summary and Highlights
SSgA Long US Treas Index’s portfolio posted a (0.36)%
return for the quarter placing it in the 100 percentile of the
CAI Extended Maturity Fixed Income group for the quarter
and in the 100 percentile for the last year.

SSgA Long US Treas Index’s portfolio underperformed the
BB Barclays Treasury Long by 0.00% for the quarter and
underperformed the BB Barclays Treasury Long for the year
by 0.02%.

Quarterly Asset Growth

Beginning Market Value $67,041,520

Net New Investment $3,993,358

Investment Gains/(Losses) $-240,436

Ending Market Value $70,794,443

Performance vs CAI Extended Maturity Fixed Income (Gross)
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10th Percentile 2.69 16.90 9.39 10.84 9.99
25th Percentile 2.50 16.41 8.84 10.56 9.58

Median 2.07 15.44 8.49 10.20 9.31
75th Percentile 1.50 14.91 8.07 9.95 9.07
90th Percentile 1.29 14.18 7.41 9.62 8.71

SSgA Long US
Treas Index (0.36) 13.11 10.93 11.14 9.48

BB Barclays
Treasury Long (0.36) 13.13 10.94 11.16 9.50

Relative Return vs BB Barclays Treasury Long

R
e
la

ti
v
e

 R
e

tu
rn

s

(0.02%)

(0.01%)

0.00%

0.01%

2013 2014 2015 2016

SSgA Long US Treas Index

CAI Extended Maturity Fixed Income (Gross)
Annualized Three and One-Quarter Year Risk vs Return

6.5 7.0 7.5 8.0 8.5 9.0 9.5 10.0 10.5
8.0%

8.5%

9.0%

9.5%

10.0%

10.5%

11.0%

SSgA Long US Treas Index

BB Barclays Treasury Long

Standard Deviation

R
e

tu
rn

s

 99
North Dakota State Investment Board Pension Funds



Goldman Sachs 2006 Offshore
Period Ended September 30, 2016

Investment Philosophy
GS Mezzanine Partners seeks large-sized mezzanine investments comprised generally of fixed income securities and an
associated equity component. They focus on providing "private high yield" capital for mid- to large-sized leveraged and
management buyout transactions, recapitalizations, financings, re-financings, acquisitions and restructurings for private
equity firms, private family companies and corporate issuers.

Quarterly Summary and Highlights
Goldman Sachs’s portfolio posted a (0.73)% return for the
quarter placing it in the 100 percentile of the CAI High Yield
Mutual Funds group for the quarter and in the 100 percentile
for the last year.

Goldman Sachs’s portfolio underperformed the BB Barclays
US HY Cor 2%C by 6.28% for the quarter and
underperformed the BB Barclays US HY Cor 2%C for the
year by 9.88%.

Quarterly Asset Growth

Beginning Market Value $1,100,000

Net New Investment $-492,347

Investment Gains/(Losses) $-7,653

Ending Market Value $600,000

Performance vs CAI High Yield Mutual Funds (Net)
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10th Percentile 5.62 11.91 4.73 5.37 8.43 7.63 7.73
25th Percentile 5.29 10.68 3.85 4.84 7.79 7.01 7.16

Median 4.94 9.86 3.12 4.22 7.34 6.58 6.72
75th Percentile 4.44 9.01 1.91 3.44 6.89 6.00 6.25
90th Percentile 4.17 8.02 1.37 2.85 6.41 5.65 5.84

Goldman Sachs (0.73) 2.87 13.76 17.41 9.05 6.43 6.26

BB Barclays
US HY Cor 2%C 5.55 12.74 4.36 5.30 8.34 7.80 7.99

Relative Returns vs
BB Barclays US HY Cor 2%C
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Goldman Sachs Offshore Fund V
Period Ended September 30, 2016

Investment Philosophy
GS Mezzanine Partners seeks large-sized mezzanine investments comprised generally of fixed income securities and an
associated equity component. They focus on providing "private high yield" capital for mid- to large-sized leveraged and
management buyout transactions, recapitalizations, financings, re-financings, acquisitions and restructurings for private
equity firms, private family companies and corporate issuers.

Quarterly Summary and Highlights
Goldman Sachs Offshore V’s portfolio posted a 0.00% return
for the quarter placing it in the 100 percentile of the CAI High
Yield Mutual Funds group for the quarter and in the 100
percentile for the last year.

Goldman Sachs Offshore V’s portfolio underperformed the
BB Barclays US HY Cor 2%C by 5.55% for the quarter and
underperformed the BB Barclays US HY Cor 2%C for the
year by 15.87%.

Quarterly Asset Growth

Beginning Market Value $2,586,000

Net New Investment $0

Investment Gains/(Losses) $0

Ending Market Value $2,586,000

Performance vs CAI High Yield Mutual Funds (Net)
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25th Percentile 5.29 10.68 3.85 4.84 7.79 7.27

Median 4.94 9.86 3.12 4.22 7.34 6.74
75th Percentile 4.44 9.01 1.91 3.44 6.89 6.26
90th Percentile 4.17 8.02 1.37 2.85 6.41 5.73

Goldman Sachs
Offshore V 0.00 (3.13) 4.86 6.38 8.40 9.36

BB Barclays
US HY Cor 2%C 5.55 12.74 4.36 5.30 8.34 8.18

Relative Returns vs
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Loomis Sayles
Period Ended September 30, 2016

Investment Philosophy
The High Yield Full Discretion Strategy seeks to identify attractive sectors and specific investment opportunities primarily
within the global fixed income market through a global economic and interest rate framework.  Portfolio managers
incorporate a long-term macroeconomic view along with a stringent bottom-up investment evaluation process that drives
security selection and resulting sector allocations.  Opportunistic investments in non-benchmark sectors including
investment grade corporate, emerging market, and non-US dollar debt and convertible bonds help to manage overall
portfolio risk and enhance total return potential.

Quarterly Summary and Highlights
Loomis Sayles’s portfolio posted a 5.92% return for the
quarter placing it in the 9 percentile of the CAI High Yield
Fixed Income group for the quarter and in the 23 percentile
for the last year.

Loomis Sayles’s portfolio outperformed the BB Barclays US
HY Cor 2%C by 0.37% for the quarter and underperformed
the BB Barclays US HY Cor 2%C for the year by 0.96%.

Quarterly Asset Growth

Beginning Market Value $185,839,941

Net New Investment $-8,232,300

Investment Gains/(Losses) $10,533,201

Ending Market Value $188,140,843

Performance vs CAI High Yield Fixed Income (Gross)
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10th Percentile 5.89 12.62 5.72 6.35 9.18 8.65 8.75
25th Percentile 5.55 11.70 4.95 5.87 8.80 8.16 8.19

Median 5.08 10.86 4.06 5.20 8.28 7.64 7.79
75th Percentile 4.70 10.09 3.16 4.53 7.79 7.07 7.25
90th Percentile 4.18 8.89 2.19 3.71 7.28 6.63 6.84

Loomis Sayles 5.92 11.79 4.35 5.97 9.23 7.84 8.57

BB Barclays
US HY Cor 2%C 5.55 12.74 4.36 5.30 8.34 7.80 7.90

Relative Returns vs
BB Barclays US HY Cor 2%C
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PIMCO Bravo II Fund
Period Ended September 30, 2016

Investment Philosophy
The BRAVO II Fund is a private equity style fund targeting an annualized IRR of 15-20% and multiple of 1.8-2x, net of fees
and carried interest with an initial 5-year term.  The fund will seek to capitalize on non-economic asset sale decisions by
global financial institutions.  The fund will have the flexibility to acquire attractively discounted, less liquid loans, structured
credit and other assets tied to residential or commercial real estate markets in the U.S. and Europe.

Quarterly Summary and Highlights
PIMCO Bravo II Fund’s portfolio posted a 0.00% return for
the quarter placing it in the 100 percentile of the CAI High
Yield Mutual Funds group for the quarter and in the 97
percentile for the last year.

PIMCO Bravo II Fund’s portfolio underperformed the BB
Barclays US HY Cor 2%C by 5.55% for the quarter and
underperformed the BB Barclays US HY Cor 2%C for the
year by 5.73%.

Quarterly Asset Growth

Beginning Market Value $47,082,300

Net New Investment $0

Investment Gains/(Losses) $0

Ending Market Value $47,082,300

Performance vs CAI High Yield Mutual Funds (Net)
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Median 4.94 9.86 3.12 3.40
75th Percentile 4.44 9.01 1.91 2.43
90th Percentile 4.17 8.02 1.37 2.09

PIMCO
Bravo II Fund 0.00 7.02 8.67 14.94

BB Barclays
US HY Cor 2%C 5.55 12.74 4.36 4.45

Relative Returns vs
BB Barclays US HY Cor 2%C
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Brandywine Asset Management
Period Ended September 30, 2016

Investment Philosophy
Brandywine engages in a disciplined, active, value-driven, strategic approach.  Their investment strategy concentrates on
top-down analysis of macro-economic conditions in order to determine where the most attractive valuations exist.
Specifically, they invest in bonds with the highest real yields globally.  They manage currency to protect principal and
increase returns, patiently rotated among countries and attempt to control risk by purchasing undervalued securities.

Quarterly Summary and Highlights
Brandywine’s portfolio posted a 1.69% return for the quarter
placing it in the 39 percentile of the CAI Non US Fixed
Income (Unhedged) group for the quarter and in the 46
percentile for the last year.

Brandywine’s portfolio outperformed the BB Barclays Glb
Aggregate by 0.87% for the quarter and outperformed the
BB Barclays Glb Aggregate for the year by 2.76%.

Quarterly Asset Growth

Beginning Market Value $147,344,567

Net New Investment $-140,726

Investment Gains/(Losses) $2,483,777

Ending Market Value $149,687,618

Performance vs CAI Non US Fixed Income (Unhedged) (Gross)
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10th Percentile 2.70 14.15 3.49 3.35 3.94 5.88 6.40
25th Percentile 2.11 13.24 2.47 2.31 3.15 5.40 5.53

Median 1.16 11.41 1.69 1.52 2.01 4.48 4.79
75th Percentile 0.87 10.03 0.56 0.63 0.54 4.11 4.30
90th Percentile 0.23 5.53 (0.65) 0.04 (0.12) 3.79 4.08

Brandywine 1.69 11.59 1.59 3.11 4.30 6.81 7.29

BB Barclays
Glb Aggregate 0.82 8.83 2.61 2.13 1.74 4.26 4.31

Relative Return vs BB Barclays Glb Aggregate
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UBS Global Asset Management
Period Ended September 30, 2016

Investment Philosophy
UBS Global Asset Management’s non-US fixed income portfolio’s assets are invested in emerging markets debt on an
opportunistic basis up to the stated maximum allocation of 5%. The account’s non-US fixed income assets will be
fully-invested at all times, but such assets may be invested in the UBS US Cash Management Prime Collective Fund for
operational and risk management purposes. *Citigroup Non-US Govt Index through 12/31/2009 and the Barclays
Global Aggregate ex-US Index thereafter.

Quarterly Summary and Highlights
UBS Global Asset Management’s portfolio posted a 1.18%
return for the quarter placing it in the 48 percentile of the CAI
Non US Fixed Income (Unhedged) group for the quarter and
in the 29 percentile for the last year.

UBS Global Asset Management’s portfolio outperformed the
Blended Benchmark* by 0.15% for the quarter and
outperformed the Blended Benchmark* for the year by
0.55%.

Quarterly Asset Growth

Beginning Market Value $110,367,673

Net New Investment $-85,059

Investment Gains/(Losses) $1,297,720

Ending Market Value $111,580,334

Performance vs CAI Non US Fixed Income (Unhedged) (Gross)
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75th Percentile 0.87 10.03 0.56 0.63 0.54 4.11 6.60
90th Percentile 0.23 5.53 (0.65) 0.04 (0.12) 3.79 6.06

UBS Global
Asset Management 1.18 12.22 1.54 0.66 0.57 3.73 6.41

Blended Benchmark* 1.03 11.67 1.54 0.75 0.70 4.06 6.06

Relative Return vs Blended Benchmark*
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North Dakota State Investment Board Pension Funds
Performance vs CAI Total Real Estate Database
Periods Ended September 30, 2016

Return Ranking
The chart below illustrates fund rankings over various periods versus the CAI Total Real Estate Database. The bars
represent the range of returns from the 10th percentile to the 90th percentile for each period for all funds in the CAI Total
Real Estate Database. The numbers to the right of the bar represent the percentile rankings of the funds being analyzed.
The table below the chart details the rates of return plotted in the graph above.
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B(79)
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10th Percentile 3.06 16.94 15.88
25th Percentile 2.48 12.06 13.84

Median 1.62 9.34 11.64
75th Percentile 1.05 5.98 9.56
90th Percentile 0.28 (0.54) 5.97

Invesco Core Real Estate A 1.59 9.21 12.11
Invesco Fund II B 0.00 6.65 9.06
Invesco Fund III C 0.00 14.25 17.06

Invesco Asia RE Feeder D (3.02) 115.72 42.71
Invesco Asia RE Fund III E (0.64) - -

NCREIF Total Index 1.77 9.22 11.31
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NCREIF Total Index 11.18 7.22 8.93
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North Dakota State Investment Board Pension Funds
Performance vs CAI Total Real Estate Database
Periods Ended September 30, 2016

Return Ranking
The chart below illustrates fund rankings over various periods versus the CAI Total Real Estate Database. The bars
represent the range of returns from the 10th percentile to the 90th percentile for each period for all funds in the CAI Total
Real Estate Database. The numbers to the right of the bar represent the percentile rankings of the funds being analyzed.
The table below the chart details the rates of return plotted in the graph above.
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Median 1.63 11.43 11.95
75th Percentile 0.56 9.60 10.46
90th Percentile (1.33) 6.21 6.32

Total Real Estate A 1.36 10.24 13.78

Invesco Value
Added Fd IV B 0.00 4.59 -

JP Morgan Investment C 1.73 9.23 11.95
JP Morgan Alternative Fd D 0.00 2.80 (13.76)

JP Morgan
Greater China Fund E 0.00 16.15 31.25

JPM GreaterEur
Opp Prop Fd F 1.16 25.55 33.95

NCREIF Total Index 1.77 9.22 11.31
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TIR Teredo
Period Ended September 30, 2016

Investment Philosophy
Teredo Timber LLC - The investment objective of Teredo is to provide competitive investment returns from increasing saw
timber production through the 20 year term of the partnership.  TIR’s management strategy is to maximize saw timber
volume by applying intensive forest management techniques which accelerate growth through the diameter class
distribution.  Periodic cash flows are produced from thinning and final harvests of the individual timber stands.

Quarterly Summary and Highlights
TIR Teredo’s portfolio posted a 0.00% return for the quarter
placing it in the 99 percentile of the CAI Core Bond Fixed
Income group for the quarter and in the 1 percentile for the
last year.

TIR Teredo’s portfolio underperformed the NCREIF
Timberland Index by 0.67% for the quarter and
outperformed the NCREIF Timberland Index for the year by
6.00%.

Quarterly Asset Growth

Beginning Market Value $33,820,778

Net New Investment $0

Investment Gains/(Losses) $0

Ending Market Value $33,820,778
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TIR Springbank
Period Ended September 30, 2016

Investment Philosophy
Springbank LLC - The investment objective of Springbank is to maximize long-term investment potential by means of the
formation of a dedicated land management group, intensive timber management to increase timber production, the
coordination of timber harvesting with land management activities and direct marketing and selective real estate
partnerships.

Quarterly Summary and Highlights
TIR Springbank’s portfolio posted a 0.00% return for the
quarter placing it in the 99 percentile of the CAI Core Bond
Fixed Income group for the quarter and in the 99 percentile
for the last year.

TIR Springbank’s portfolio underperformed the NCREIF
Timberland Index by 0.67% for the quarter and
underperformed the NCREIF Timberland Index for the year
by 0.34%.

Quarterly Asset Growth

Beginning Market Value $119,528,373

Net New Investment $-760,000

Investment Gains/(Losses) $0

Ending Market Value $118,768,373
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JP Morgan Asian Infrastructure
Period Ended September 30, 2016

Investment Philosophy
The JPMorgan Asian Infrastructure & Related Resources Opportunity ("AIRRO") Fund seeks to invest in infrastructure and
related resources opportunities across the greater Asia Pacific region.  The Fund seeks to invest in a broad range of
assets, including: core infrastructure, power both from conventional and renewable sources, communications, water and
waste-water, public works, urban development and other "social" infrastructure assets and related resources.

Quarterly Summary and Highlights
JPM Asian Infrastructure’s portfolio underperformed the
CPI-W by 0.56% for the quarter and underperformed the
CPI-W for the year by 10.78%.

Quarterly Asset Growth

Beginning Market Value $28,039,002

Net New Investment $133,405

Investment Gains/(Losses) $-133,407

Ending Market Value $28,039,000
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JPM Infrastructure Fund
Period Ended September 30, 2016

Investment Philosophy
The only open-ended private commingled infrastructure fund in the U.S, the JPMorgan Infrastructure Investments Fund
invests in stabilized assets in OECD countries with selected value-added opportunities, across infrastructure industry
sub-sectors, including: toll roads, bridges and tunnels; oil and gas pipelines; electricity transmission and distribution
facilities; contracted power generation assets; water distribution; waste-water collection and processing; railway lines and
rapid rail links; and seaports and airports.

Quarterly Summary and Highlights
JPM Infrastructure Fund’s portfolio underperformed the
CPI-W by 0.09% for the quarter and outperformed the
CPI-W for the year by 0.60%.

Quarterly Asset Growth

Beginning Market Value $142,195,646

Net New Investment $-7

Investment Gains/(Losses) $0

Ending Market Value $142,195,639
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Grosvenor Cust. Infrastructure
Period Ended September 30, 2016

Investment Philosophy
The Customized Infrastructure Strategies LP is a commingled fund focused on providing a comprehensive, diversified
solution for investors looking to access the infrastructure asset class.  The Fund seeks to generate stable, long-term yield
and attractive risk-adjusted returns by investing in a diversified portfolio of primary core and core plus infrastructure funds
(30%), co-investments (40%) and opportunistic secondary fund purchases (30%).

Quarterly Summary and Highlights
Grosvenor Cust. Infrastructure’s portfolio underperformed
the CPI-W by 0.46% for the quarter and outperformed the
CPI-W for the year by 6.99%.

Quarterly Asset Growth

Beginning Market Value $41,367,135

Net New Investment $-1,232,574

Investment Gains/(Losses) $-150,917

Ending Market Value $39,983,644
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Grosvenor Cust. Infrastructure II
Period Ended September 30, 2016

Investment Philosophy
The Customized Infrastructure Strategies LP is a commingled fund focused on providing a comprehensive, diversified
solution for investors looking to access the infrastructure asset class.  The Fund seeks to generate stable, long-term yield
and attractive risk-adjusted returns by investing in a diversified portfolio of primary core and core plus infrastructure funds
(30%), co-investments (40%) and opportunistic secondary fund purchases (30%).

Quarterly Summary and Highlights
Grosvenor Cust. Infrastructure II’s portfolio underperformed
the CPI-W by 0.98% for the quarter and outperformed the
CPI-W for the year by 7.12%.

Quarterly Asset Growth

Beginning Market Value $3,848,734

Net New Investment $-97,451

Investment Gains/(Losses) $-34,246

Ending Market Value $3,717,037
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Ρεσεαρχη ανδ Εδυχατιοναλ Προγραmσ

Τηε Χαλλαν Ινστιτυτε προϖιδεσ ρεσεαρχη τηατ υπδατεσ χλιεντσ ον τηε λατεστ ινδυστρψ τρενδσ ωηιλε ηελπινγ τηεm λεαρν τηρουγη χαρεφυλλψ στρυχ−

τυρεδ εδυχατιοναλ προγραmσ. ςισιτ ωωω.χαλλαν.χοm/ρεσεαρχη το σεε αλλ οφ ουρ πυβλιχατιονσ, ορ φορ mορε ινφορmατιον χονταχτ Αννα Wεστ ατ 

415.974.5060 / ινστιτυτε≅χαλλαν.χοm. 

Νεω Ρεσεαρχη φροm Χαλλαν�σ Εξπερτσ

Βυιλτ το Λαστ: Στρατεγιχ Γυιδανχε φορ Εφφεχτιϖε Ινϖεστ−

mεντ Χοmmιττεεσ | Χαλλαν οφφερσ ουρ ηιγη−λεϖελ στρατεγιχ 

αδϖιχε φορ ινϖεστmεντ χοmmιττεεσ, τουχηινγ ον mεmβερσηιπ, 

investment policy statements, review processes, and idu−

χιαρψ τραινινγ ανδ ονγοινγ εδυχατιον.

10 Τιπσ Φροm Συχχεσσφυλ Ινϖεστmεντ Χοmmιττεεσ | Χαλ−

λαν Χηαιρmαν ανδ ΧΕΟ Ρον Πεψτον ανδ Χονσυλταντ Βραδψ 

Ο�Χοννελλ, ΧΦΑ, ΧΑΙΑ, οφφερ 10 τιπσ βασεδ ον τηειρ ωορκ ωιτη 

συχχεσσφυλ ινϖεστmεντ χοmmιττεεσ.

Ρισκψ Βυσινεσσ | Χαλλαν ρε−

σεαρχη τηατ φουνδ ινϖεστορσ 

οϖερ τηε λαστ 20 ψεαρσ ηαϖε 

ηαδ το τακε ον τηρεε τιmεσ ασ mυχη ρισκ το εαρν τηε σαmε 

return electriied the institutional investing community. We in−

τερϖιεωεδ ϑαψ Κλοεπφερ ανδ ϑυλια Μοριαρτψ, ΧΦΑ, αβουτ ηοω 

τηε ρεσεαρχη ωασ δονε ανδ ιτσ ιmπλιχατιονσ.

Μαναγινγ DΧ Πλαν Ινϖεστmεντσ: Α Φιδυχιαρψ Ηανδβοοκ 

Lori Lucas, CFA, covers responsibilities for DC plan idu−

χιαριεσ, ινχλυδινγ ινϖεστmεντ στρυχτυρε, ινϖεστmεντ πολιχψ 

στατεmεντσ, ΘDΙΑ οϖερσιγητ, ανδ mαναγερ περφορmανχε.

Ετηιχσ 101 φορ Ινϖεστmεντ Προφεσσιοναλσ | Χαλλαν Χηαιρ−

mαν ανδ ΧΕΟ Ρον Πεψτον ουτλινεσ ηισ τηουγητσ ον ηοω το 

χρεατε, ινστιλλ, ανδ mαινταιν ετηιχαλ στανδαρδσ φορ ινϖεστmεντ 

προφεσσιοναλσ. Ηισ αδϖιχε: τηε ριγητ χυλτυρε χρεατεσ τηε βεστ 

ενϖιρονmεντ το mαινταιν τηεσε στανδαρδσ. Φιρmσ σηουλδ δε−

ϖελοπ ετηιχαλ γυιδελινεσ τηατ αρε βασεδ ον πρινχιπλεσ, νοτ 

ρυλεσ, σινχε τηε φορmερ οφφερ βεττερ γυιδανχε φορ εmπλοψεεσ 

αχροσσ τηε οργανιζατιον.

2016 Νυχλεαρ Dεχοmmισσιονινγ Φυνδινγ Στυδψ | Α ρεπορτ 

βψ ϑυλια Μοριαρτψ, ΧΦΑ, χοϖερσ 

27 ινϖεστορ−οωνεδ ανδ 27 πυβλιχ 

ποωερ υτιλιτιεσ ωιτη αν οωνερσηιπ 

ιντερεστ ιν τηε 99 οπερατινγ νυχλε−

αρ ρεαχτορσ (ανδ 10 οφ τηε νον−οπ−

ερατινγ ρεαχτορσ) ιν τηε Υ.Σ.

Ηοω Γρεεν Ισ Ψουρ Βονδ? | Χαλλαν Αναλψστ Ρυφαση Λαmα 

tackles the area of green bonds, which are ixed income in−

struments issued speciically to support or inance environ−

mενταλ ινιτιατιϖεσ.

Περιοδιχαλσ

Ρεαλ Ασσετσ Ρεπορτερ, Συmmερ/Φαλλ 2016 | This edition ex−

πλορεσ ιφ τηε βοοm ιν χοmmερχιαλ ρεαλ εστατε mαψ βε ενδινγ.

Πριϖατε Μαρκετσ Τρενδσ, Συmmερ 2016 | Αυτηορ Γαρψ Ροβ−

ερτσον δισχυσσεσ τηε ρεχεντ συργε ιν πριϖατε εθυιτψ φυνδραισ−

ινγ, αν ινδιχατιον τηατ σοmε ινϖεστορσ αρε εσταβλισηινγ α δε−

fensive hedge as the ive-year bull market pulls in its horns.

DΧ Οβσερϖερ, 2νδ Θυαρτερ 2016 | Callan’s Deined Contri−
βυτιον Πραχτιχε Τεαm ουτλινεσ α φραmεωορκ το εϖαλυατε DΧ 

transaction fees. We explain how common they are, what 
τηεψ τψπιχαλλψ χοστ, ανδ ηοω τηεψ αρε γενεραλλψ παιδ.

Ηεδγε Φυνδ Μονιτορ, 2νδ Θυαρτερ 2016 | ϑιm ΜχΚεε, δι−

ρεχτορ οφ Χαλλαν�σ Ηεδγε Φυνδ Ρεσεαρχη γρουπ, δισχυσσεσ 

τηε αππεαλ οφ mοmεντυm−βασεδ ινϖεστινγ στρατεγιεσ ιν τηε 

χυρρεντ χλιmατε οφ χονσιδεραβλε εχονοmιχ υνχερταιντψ.

ΧΑΛΛΑΝ  

ΙΝΣΤΙΤΥΤΕ

Εδυχατιον

3ρδ Θυαρτερ 2016

ΧΑΛΛΑΝ 

ΙΝΣΤΙΤΥΤΕ

  
Στυδψ

2016 Νυχλεαρ Dεχοmmισσιονινγ 

Φυνδινγ Στυδψ

ΝDΤ Φυνδ Βαλανχεσ, Αννυαλ Χοντριβυτιονσ,  

ανδ Dεχοmmισσιονινγ Χοστ Εστιmατεσ  

ασ οφ Dεχεmβερ 31, 2015



�Wε τηινκ τηε βεστ ωαψ το λεαρν σοmετηινγ ισ το τεαχη ιτ. 

Εντρυστινγ χλιεντ εδυχατιον το ουρ χονσυλταντσ ανδ σπεχιαλιστσ 

ενσυρεσ τηατ τηεψ ηαϖε α τοταλ χοmmανδ οφ τηειρ συβϕεχτ 

mαττερ. Τηισ ισ ονε ρεασον ωηψ εδυχατιον ανδ ρεσεαρχη ηαϖε 

been cornerstones of our irm for more than 40 years.” 

Ρον Πεψτον, Χηαιρmαν ανδ ΧΕΟ

 

 
Εϖεντσ

Μισσ ουτ ον α Χαλλαν χονφερενχε ορ ωορκσηοπ? Εϖεντ συmmα−

ριεσ ανδ σπεακερσ� πρεσεντατιονσ αρε αϖαιλαβλε ον ουρ ωεβσιτε:  

ηττπσ://ωωω.χαλλαν.χοm/εδυχατιον/ΧΙΙ/ 

Μαρκ ψουρ χαλενδαρσ φορ ουρ φαλλ Ρεγιοναλ Wορκσηοπ, Οχτοβερ 

25 ιν Νεω Ψορκ ανδ Οχτοβερ 26 ιν Χηιχαγο, ανδ ουρ Νατιοναλ 

Χονφερενχε, ϑανυαρψ 23�25, 2017, ατ τηε Παλαχε Ηοτελ ιν Σαν 

Φρανχισχο.

Φορ mορε ινφορmατιον αβουτ εϖεντσ, πλεασε χονταχτ Βαρβ 

Γερρατψ: 415.274.3093 / γερρατψ≅χαλλαν.χοm

Τηε Χεντερ φορ Ινϖεστmεντ Τραινινγ  
Εδυχατιοναλ Σεσσιονσ

Τηε Χεντερ φορ Ινϖεστmεντ Τραινινγ, βεττερ κνοων ασ τηε �Χαλλαν 

College,” provides a foundation of knowledge for industry profes−

σιοναλσ ωηο αρε ινϖολϖεδ ιν τηε ινϖεστmεντ δεχισιον−mακινγ προ−

χεσσ. Ιτ ωασ φουνδεδ ιν 1994 το προϖιδε χλιεντσ ανδ νον−χλιεντσ αλικε 

with basic- to intermediate-level instruction. Our next session is:

Ιντροδυχτιον το Ινϖεστmεντσ

Σαν Φρανχισχο, Απριλ 18−19, 2017

Σαν Φρανχισχο, ϑυλψ 25−26, 2017

Χηιχαγο, Οχτοβερ 24−25, 2017

Τηισ σεσσιον φαmιλιαριζεσ φυνδ σπονσορ τρυστεεσ, σταφφ, ανδ ασσετ 

mαναγεmεντ αδϖισορσ ωιτη βασιχ ινϖεστmεντ τηεορψ, τερmινολογψ, 

ανδ πραχτιχεσ. Ιτ λαστσ ονε−ανδ−α−ηαλφ δαψσ ανδ ισ δεσιγνεδ φορ ιν−

dividuals who have less than two years of experience with asset-
mαναγεmεντ οϖερσιγητ ανδ/ορ συππορτ ρεσπονσιβιλιτιεσ. Τυιτιον φορ 

the Introductory “Callan College” session is $2,350 per person. 
Τυιτιον ινχλυδεσ ινστρυχτιον, αλλ mατεριαλσ, βρεακφαστ ανδ λυνχη ον 

each day, and dinner on the irst evening with the instructors.

Χυστοmιζεδ Σεσσιονσ

The “Callan College” is equipped to customize a curriculum to 
meet the training and educational needs of a speciic organization.
Τηεσε ταιλορεδ σεσσιονσ ρανγε φροm βασιχ το αδϖανχεδ ανδ χαν 

take place anywhere—even at your ofice.

Λεαρν mορε ατ ηττπσ://ωωω.χαλλαν.χοm/εδυχατιον/χολλεγε/ ορ 

χονταχτ Κατηλεεν Χυννιε: 415.274.3029 / χυννιε≅χαλλαν.χοm

Υνιθυε πιεχεσ οφ ρεσεαρχη τηε 

Ινστιτυτε γενερατεσ εαχη ψεαρ50+

Τοταλ αττενδεεσ οφ τηε �Χαλλαν 

College” since 19943,500 Ψεαρ τηε Χαλλαν Ινστιτυτε  

ωασ φουνδεδ1980

Αττενδεεσ (ον αϖεραγε) οφ τηε 

Ινστιτυτε�σ αννυαλ Νατιοναλ Χονφερενχε500

Εδυχατιον: Βψ τηε Νυmβερσ

≅ΧαλλανΑσσοχ  Χαλλαν Ασσοχιατεσ



 

List of Callan’s Investment Manager Clients 

Confidential – For Callan Client Use Only 
 
Callan takes its fiduciary and disclosure responsibilities to clients very seriously. We recognize that there are numerous potential conflicts of interest 
encountered in the investment consulting industry and that it is our responsibility to manage those conflicts effectively and in the best interest of our 
clients.  At Callan, we employ a robust process to identify, manage, monitor and disclose potential conflicts on an on-going basis.   
 
The list below is an important component of our conflicts management and disclosure process.  It identifies those investment managers that pay Callan 
fees for educational, consulting, software, database or reporting products and services.  We update the list quarterly because we believe that our fund 
sponsor clients should know the investment managers that do business with Callan, particularly those investment manager clients that the fund sponsor 
clients may be using or considering using. Please refer to Callan’s ADV Part 2A for a more detailed description of the services and products that Callan 
makes available to investment manager clients through our Institutional Consulting Group, Independent Adviser Group and Fund Sponsor Consulting 
Group.  Due to the complex corporate and organizational ownership structures of many investment management firms, parent and affiliate firm 
relationships are not indicated on our list.  
 
Fund sponsor clients may request a copy of the most currently available list at any time. Fund sponsor clients may also request specific information 
regarding the fees paid to Callan by particular fund manager clients.  Per company policy, information requests regarding fees are handled exclusively 
by Callan’s Compliance Department. 
 

 

Quarterly List as of  

September 30, 2016 

Knowledge. Experience. Integrity.  Page 1 of 2 

Manager Name 
1607 Capital Partners, LLC 
Aberdeen Asset Management PLC 
Acadian Asset Management LLC 
ACR – Alpine Capital Research 
AEGON USA Investment Management 
AEW Capital Management 
Affiliated Managers Group, Inc. 
AllianceBernstein 
Allianz Global Investors  
Allianz Life Insurance Company of North America 
American Century Investment Management 
Amundi Smith Breeden LLC 
Analytic Investors 
Angelo, Gordon & Co. 
Apollo Global Management 
AQR Capital Management 
Ares Management LLC 
Ariel Investments, LLC 
Aristotle Capital Management, LLC 
Artisan Holdings 
ASB Capital Management Inc. 
Ativo Capital Management 
Atlanta Capital Management Co., LLC 
Aviva Investors Americas 
AXA Investment Managers 
Babson Capital Management 
Baillie Gifford Overseas Limited  
Baird Advisors 
Bank of America 
Baring Asset Management 
Baron Capital Management, Inc. 
Barrow, Hanley, Mewhinney & Strauss, LLC 
BlackRock 
BMO Asset Management, Corp. 
BNP Paribas Investment Partners 
BNY Mellon Asset Management 
Boston Partners  

Manager Name 
Brandes Investment Partners, L.P. 
Brandywine Global Investment Management, LLC 
Brown Brothers Harriman & Company 
Brown Investment Advisory & Trust Company 
Cambiar Investors, LLC 
Capital Group 
CastleArk Management, LLC 
Causeway Capital Management 
Chartwell Investment Partners 
ClearBridge Investments, LLC  
Cohen & Steers Capital Management, Inc. 
Columbia Threadneedle Investments 
Columbia Wanger Asset Management 
Columbus Circle Investors 
Conestoga Capital Advisors 
Corbin Capital Partners, L.P. 
Cornerstone Capital Management 
Cramer Rosenthal McGlynn, LLC 
Credit Suisse Asset Management 
Crestline Investors, Inc. 
D.E. Shaw Investment Management, LLC 
Delaware Investments 
DePrince, Race & Zollo, Inc. 
Deutsche Asset  Management 
Diamond Hill Investments 
Duff & Phelps Investment Mgmt. Co. 
Eagle Asset Management, Inc. 
EARNEST Partners, LLC 
Eaton Vance Management 
Epoch Investment Partners, Inc. 
Fayez Sarofim & Company 
Federated Investors 
Fidelity Institutional Asset Management 
Fiera Capital Global Asset Management 
First Eagle Investment Management, LLC 
First Hawaiian Bank Wealth Management Division 
Fisher Investments 



 

  Knowledge. Experience. Integrity.  Page 2 of 2 

Manager Name 

Fort Washington Investment Advisors, Inc. 

Franklin Templeton Institutional 

Fred Alger Management, Inc. 

Fuller & Thaler Asset Management, Inc. 

GAM (USA) Inc. 

GE Asset Management 

GMO 

Goldman Sachs Asset Management 

Grand-Jean Capital Management 

Guggenheim Investments 

GW&K Investment Management 

Harbor Capital Group Trust 

Hartford Funds 

Hartford Investment Management Co. 

Henderson Global Investors 

Hotchkis & Wiley Capital Management, LLC 

HSBC Global Asset Management 

Impax Asset Management Limited 

Income Research + Management, Inc. 

Insight Investment Management Limited 

Institutional Capital LLC 

INTECH Investment Management, LLC 

Invesco 

Investec Asset Management 

Investment Counselors of Maryland, LLC 

Janus Capital Management, LLC 

Jarislowsky Fraser Global Investment Management 

Jensen Investment Management 

J.P. Morgan Asset Management 

KeyCorp 

Lazard Asset Management 

Legal & General Investment Management America 

Lincoln National Corporation 

LMCG Investments, LLC 

Longview Partners 

Loomis, Sayles & Company, L.P. 

Lord Abbett & Company 

Los Angeles Capital Management 

LSV Asset Management 

MacKay Shields LLC 

Man Investments Inc. 

Manulife Asset Management 

Martin Currie Inc. 

McDonnell Investment Management, LLC 

MFS Investment Management 

MidFirst Bank 

Mondrian Investment Partners Limited 

Montag & Caldwell, LLC 

Morgan Stanley Investment Management 

Mountain Lake Investment Management LLC 

MUFG Union Bank, N.A. 

Neuberger Berman 

Newton Investment Management (fka Newton Capital Management) 

Nikko Asset Management Co., Ltd. 

Northern Trust Asset Management 

Nuveen Investments, Inc. 

OFI Global Asset Management 

Old Mutual Asset Management 

Opus Capital Management Inc. 

Manager Name 

O’Shaughnessy Asset Management, LLC 

Pacific Alternative Asset Management Co. 

Pacific Current Group 

Pacific Investment Management Company 

Parametric Portfolio Associates 

P/E Investments 

Peregrine Capital Management, Inc. 

PGIM 

PineBridge Investments 

Pinnacle Asset Management L.P. 

Pioneer Investments 

PNC Capital Advisors, LLC 

Principal Global Investors 

Private Advisors, LLC 

Putnam Investments, LLC 

QMA (Quantitative Management Associates) 

RBC Global Asset Management 

Regions Financial Corporation 

RidgeWorth Capital Management, Inc. 

Riverbridge Partners LLC 

Rockefeller & Co., Inc. 

Rothschild Asset Management, Inc. 

Russell Investments 

Santander Global Facilities 

Schroder Investment Management North America Inc. 

Scout Investments 

SEI Investments 

Shenkman Capital Management, Inc. 

Smith, Graham & Co. Investment Advisors, L.P. 

Smith Group Asset Management 

Standard Life Investments Limited 

Standish 

State Street Global Advisors 

Stone Harbor Investment Partners, L.P. 

Systematic Financial Management 

T. Rowe Price Associates, Inc. 

Taplin, Canida & Habacht 

The Boston Company Asset Management, LLC 

The Hartford 

The London Company 

The TCW Group, Inc. 

Tri-Star Trust Bank 

UBS Asset Management 

Van Eck Global 

Versus Capital Group 

Victory Capital Management Inc. 

Vontobel Asset Management, Inc. 

Voya Financial 

Voya Investment Management (fka ING) 

Waddell & Reed Asset Management Group 

WCM Investment Management 

Wasatch Advisors, Inc. 

WEDGE Capital Management 

Wellington Management Company, LLP 

Wells Capital Management 

Western Asset Management Company 

William Blair & Company 
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Investment Measurement Service

Quarterly Review

The following report was prepared by Callan Associates Inc. ("CAI") using information from sources that include the following: fund trustee(s); fund

custodian(s); investment manager(s); CAI computer software; CAI investment manager and fund sponsor database; third party data vendors; and other outside

sources as directed by the client. CAI assumes no responsibility for the accuracy or completeness of the information provided, or methodologies employed, by

any information providers external to CAI. Reasonable care has been taken to assure the accuracy of the CAI database and computer software. Callan does

not provide advice regarding, nor shall Callan be responsible for, the purchase, sale, hedge or holding of individual securities, including, without limitation

securities of the client (i.e., company stock) or derivatives in the client’s accounts. In preparing the following report, CAI has not reviewed the risks of individual

security holdings or the conformity of individual security holdings with the client’s investment policies and guidelines, nor has it assumed any responsibility to do

so. Advice pertaining to the merits of individual securities and derivatives should be discussed with a third party securities expert. Copyright 2016 by Callan

Associates Inc.
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Market Overview
Active Management vs Index Returns

Market Overview
The charts below illustrate the range of returns across managers in Callan’s Separate Account database over the most
recent one quarter and one year time periods. The database is broken down by asset class to illustrate the difference in
returns across those asset classes. An appropriate index is also shown for each asset class for comparison purposes. As an
example, the first bar in the upper chart illustrates the range of returns for domestic equity managers over the last quarter.
The triangle represents the S&P 500 return. The number next to the triangle represents the ranking of the S&P 500 in the
Large Cap Equity manager database.

Range of Separate Account Manager Returns by Asset Class
One Quarter Ended September 30, 2016
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10th Percentile 6.90 10.78 8.96 1.15 2.70 3.06
25th Percentile 5.60 9.04 7.80 0.94 2.11 2.48

Median 4.51 7.69 6.77 0.70 1.16 1.62
75th Percentile 3.41 6.44 5.77 0.52 0.87 1.05
90th Percentile 2.05 5.41 4.47 0.33 0.23 0.28

Index 3.85 9.05 6.43 0.46 0.59 1.77

Range of Separate Account Manager Returns by Asset Class
One Year Ended September 30, 2016
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Index 15.43 15.47 6.52 5.19 12.60 9.22
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Στιχκερ Σηοχκ  

ΠΡΙςΑΤΕ ΕΘΥΙΤΨ

Μαρκετσ mαινταινεδ 

ηεαλτηψ λιθυιδιτψ ιν τηε 

τηιρδ θυαρτερ. Πριϖατε 

εθυιτψ φυνδραισινγ φελλ, βυτ ψεαρ−το−

δατε νυmβερσ αρε ϖερψ χλοσε το λαστ 

ψεαρ�σ. Τηε νυmβερ οφ νεω βυψουτ 

ινϖεστmεντσ ινχρεασεδ σλιγητλψ, βυτ 

ϖεντυρε χαπιταλ ινϖεστmεντσ φελλ. Ανδ 

τηε ΙΠΟ ωινδοω φορ βυψουτσ ανδ ςΧ 

ρεmαινεδ οπεν, ιφ ϕυστ α χραχκ. 

 

Χαλm Αφτερ τηε Στορm   

ΝΟΝ−Υ.Σ. ΕΘΥΙΤΨ

Γλοβαλ στοχκ mαρκετσ ηιτ 

ηιγησ ασ ανξιετιεσ αβουτ 

τηε Βρεξιτ ϖοτε δωινδλεδ; 

εϖεν ευροζονε mαρκετσ διδ ωελλ 

ασ ιτ βεχαmε χλεαρ τηατ τηε Υ.Κ.�σ 

δεχισιον το λεαϖε τηε Ευροπεαν 

Υνιον ωουλδ νοτ βε χαταστροπηιχ. 

Χονσιστεντ ωιτη ινϖεστορσ� ρισκ−ον 

mενταλιτψ, εmεργινγ mαρκετσ ουτ−

παχεδ τηειρ δεϖελοπεδ πεερσ.

 

Χαν�τ Στοπ τηε Φεελινγ 

ΗΕDΓΕ ΦΥΝDΣ

Ηεδγε φυνδσ σηοωεδ 

mοδεστ ρετυρνσ δυρινγ 

τηε θυαρτερ, ωιτη εmεργ−

ινγ mαρκετσ τηε βεστ−περφορmινγ 

στρατεγψ. Χηοππψ mαρκετσ χαυγητ 

managed-futures funds a bit lat-
φοοτεδ. Ιν Χαλλαν�σ δαταβασε, τηε 

mεδιαν Χαλλαν Λονγ/Σηορτ Εθυιτψ 

ΦΟΦ (+4.26%) ουτπαχεδ τηε Χαλλαν 

Αβσολυτε Ρετυρν ΦΟΦ (+2.10%).

DΧ Παρτιχιπαντσ  

Σεεκ Χοϖερ

DΕΦΙΝΕD ΧΟΝΤΡΙΒΥΤΙΟΝ

DΧ πλαν βαλανχεσ ιν−

χρεασεδ 1.67% ιν τηε 

σεχονδ θυαρτερ, αχχορδ−

ινγ το τηε Χαλλαν DΧ Ινδεξ�. 

Αλτηουγη τηε Ινδεξ ροσε 1.90%, ταρ−

γετ δατε φυνδσ ουτπαχεδ ιτ, γαινινγ 

2.02%. Unusually, money lowed 
ουτ οφ DΧ πλανσ, βψ 23 βασισ ποιντσ, 

ρατηερ τηαν ιντο τηεm ασ τψπιχαλλψ 

ηαππενσ.

Ρετυρνσ Τακε α  

Συmmερ ςαχατιον

ΡΕΑΛ ΕΣΤΑΤΕ

Βοτη τηε ΝΧΡΕΙΦ Προπ−

ερτψ Ινδεξ (+1.77%) ανδ 

τηε ΝΧΡΕΙΦ Οπεν Ενδ 

Diversiied Core Equity Index 

(+1.83%) τυρνεδ ιν τηειρ ωορστ περ−

formances since the irst quarter of 
2010. Γλοβαλ ΡΕΙΤσ διδ βεττερ τηαν 

Υ.Σ. ΡΕΙΤσ; ωορριεσ οϖερ α Φεδ ρατε 

ηικε αππεαρεδ το βε στρονγερ τηαν 

τηε ποστ−Βρεξιτ φαλλουτ.

Wιτη α Λιττλε Ηελπ 

Φροm Μψ Φριενδσ

ΦΥΝD ΣΠΟΝΣΟΡ

Τηε σεχονδ θυαρτερ�σ 

ωορστ περφορmερ, ενδοω−

mεντσ ανδ φουνδατιονσ, 

βεατ οτηερ φυνδ τψπεσ ιν τηε τηιρδ 

θυαρτερ ωιτη α 3.69% γαιν. Λαστ 

θυαρτερ�σ χηαmπσ, χορπορατε φυνδσ, 

inished last. Surprisingly, small 
φυνδσ βεατ λαργε ανδ mεδιυm φυνδσ.

Κνοωλεδγε. Εξπεριενχε. Ιντεγριτψ.

Βροαδ Μαρκετ Θυαρτερλψ Ρετυρνσ 

Τηιρδ Θυαρτερ 2016

Cash (90-Day T-Bills)

U.S. Equity (Russell 3000)

Non-U.S. Equity (MSCI ACWI ex USA)

Emerging Equity (MSCI Emerging Markets)

U.S. Fixed (Bloomberg Barclays Aggregate)

Non-U.S. Fixed (Bloomberg Barclays Global ex US)

Real Estate (NCREIF Property)

Hedge Funds (CS HFI)

Commodities (Bloomberg)

Sources: Bloomberg Barclays, Bloomberg, Citigroup, Credit Suisse Hedge Index, Merrill Lynch, 

MSCI, NCREIF, Russell Investment Group
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Σελλ ιν Μαψ? Νο Wαψ!    

Υ.Σ. ΕΘΥΙΤΨ

Τηε Σ&Π 500 Ινδεξ ηιτ α 

νεω ηιγη ανδ ροσε εϖερψ 

mοντη δυρινγ τηε τηιρδ 

θυαρτερ, ενδινγ υπ 3.85%. Σmαλλ 

χαπιταλιζατιον χοmπανιεσ ουτπερ−

φορmεδ λαργε χαπ (Ρυσσελλ 2000 

Ινδεξ +9.05% ϖσ. Ρυσσελλ 1000 

Ινδεξ +4.03%), ωηιλε γροωτη ουτ−

παχεδ ϖαλυε ιν αλλ χαπιταλιζατιονσ.

 

Οχτοβερ Συρπρισε 

ΕΧΟΝΟΜΨ

Ρεαλ ΓDΠ γρεω α συρπρισ−

ινγλψ στρονγ 2.9% ιν τηε 

τηιρδ θυαρτερ, τηε βεστ ρατε 

ιν τωο ψεαρσ. Βυτ τηε δαψσ οφ χον−

συmερσ δριϖινγ τηε εξπανσιον αρε 

λικελψ βεηινδ υσ, αλτηουγη ινϖεστ−

mεντσ ιν νονρεσιδεντιαλ χονστρυχ−

τιον ροσε αφτερ εαρλιερ ωεακνεσσ.

6
Π Α Γ Ε

2
Π Α Γ Ε

19
Π Α Γ Ε

 

Ηυτ, Ηυτ ... Ηικε!

Υ.Σ. ΦΙΞΕD ΙΝΧΟΜΕ

Τηε ψιελδ ον τηε βενχη−

mαρκ 10−ψεαρ Τρεασυρψ 

νοτε ηιτ α ρεχορδ λοω οφ 

1.37% ιν ϑυλψ, βυτ ενδεδ τηε τηιρδ 

θυαρτερ σλιγητλψ ηιγηερ. Ηιγη ψιελδ 

χορπορατεσ ωερε τηε στρονγεστ 

περφορmερ, ωηιλε Τρεασυριεσ ενδεδ 

τηε θυαρτερ ιν τηε ρεδ. Ινϖεστmεντ−

γραδε χορπορατε βονδ ισσυανχε σετ 

α ρεχορδ.

9
Π Α Γ Ε

4
Π Α Γ Ε

Γλοβε−Τροττινγ  

φορ Ψιελδ

ΝΟΝ−Υ.Σ. ΦΙΞΕD ΙΝΧΟΜΕ 

Σοϖερειγν βονδ mαρκετσ 

στρενγτηενεδ δυρινγ τηε 

τηιρδ θυαρτερ, ωιτη εmεργ−

ινγ mαρκετ βονδσ ουτmυσχλινγ τηε 

δεϖελοπεδ mαρκετσ ασ ινϖεστορσ 

σουγητ ψιελδ. Μαϕορ χυρρενχιεσ ωερε 

mιξεδ ασ τηε Βριτιση πουνδ συφφερεδ 

φολλοωινγ τηε Βρεξιτ. Ανδ τηερε ισ 

νοω οϖερ ∃12 τριλλιον οφ νεγατιϖε− 

ψιελδινγ δεβτ γλοβαλλψ.

15
Π Α Γ Ε

12
Π Α Γ Ε

20
Π Α Γ Ε

21
Π Α Γ Ε

17
Π Α Γ Ε

ΧΑΛΛΑΝ 
ΙΝΣΤΙΤΥΤΕ Χαπιταλ 

Μαρκετ  
Ρεϖιεω
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Οχτοβερ Συρπρισε 

ΕΧΟΝΟΜΨ |  ϑαψ Κλοεπφερ

Ρεαλ γροσσ δοmεστιχ προδυχτ (ΓDΠ) γρεω 2.9% ιν τηε τηιρδ θυαρ−

τερ, mυχη στρονγερ τηαν εξπεχτεδ, προϖιδινγ α πλεασαντ συρπρισε 

in a year illed with unpleasant ones. Third-quarter growth was 
βψ φαρ τηε στρονγεστ τηισ ψεαρ ανδ τηε βεστ θυαρτερλψ ρατε ιν τωο 

ψεαρσ. Περσοναλ χονσυmπτιον ηασ βεεν δριϖινγ γροωτη ιν τηε Υ.Σ. 

φορ τηε παστ σεϖεραλ ψεαρσ, βυτ ωηιλε χονσυmπτιον αχχουντεδ φορ 

half of the growth in the third quarter, its inluence weakened.

Οτηερ τηιρδ−θυαρτερ συρπρισεσ ινχλυδεδ: α ρεϖερσαλ ιν νονρεσιδεν−

tial ixed investment; continued growth in software and infor−
mατιον προχεσσινγ; αν υπτιχκ ιν φεδεραλ γοϖερνmεντ σπενδινγ; 

στρενγτη ιν εξπορτσ; ανδ α ρετυρν το ινϖεντορψ ινϖεστmεντ. Dραγσ 

χαmε φροm α δεχλινε ιν ρεσιδεντιαλ ινϖεστmεντ ανδ ωεακνεσσ ιν 

στατε ανδ λοχαλ γοϖερνmεντ σπενδινγ, αλονγ ωιτη αν ινχρεασε ιν 

ιmπορτσ, ωηιχη αρε α νεγατιϖε ιν τηε χαλχυλατιον οφ ΓDΠ.

Πολιτιχαλ ανδ εχονοmιχ σηοχκσ�Χηινα�σ ινδυστριαλ ρεχεσσιον, 

Βρεξιτ, τηε Υ.Σ. ελεχτιον�ηαϖε ινχρεασεδ υνχερταιντψ ανδ ηαm−

περεδ γλοβαλ γροωτη, mακινγ mανψ βυσινεσσεσ ινχρεασινγλψ ρισκ 

αϖερσε. Αδδ τηε υνχερταιντψ στεmmινγ φροm τηε γλοβαλ mονεταρψ 

πολιχψ εξπεριmεντ στιλλ υνδερωαψ�νοτ τηε λεαστ οφ ωηιχη ινϖολϖεσ 

τηε γυεσσινγ γαmε ρεγαρδινγ τηε Φεδ�σ ιντερεστ ρατε πολιχψ�ανδ 

εξπεχτατιονσ φορ Υ.Σ. γροωτη σουρεδ ασ τηε ψεαρ υνφολδεδ.

Real GDP came in very weak in the irst quarter and disappointed 
αγαιν ιν τηε σεχονδ, χοινχιδινγ ωιτη τηε Βρεξιτ ϖοτε ιν λατε ϑυνε 

ωηεν τηε Υ.Κ. χηοσε το λεαϖε τηε Ευροπεαν Υνιον. Χονσενσυσ 

εξπεχτατιονσ φορ τηε τηιρδ θυαρτερ ηαδ ΓDΠ γροωτη φαλλινγ βελοω 

2%, εϖεν διππινγ το 1.5% ασ ρεχεντλψ ασ Σεπτεmβερ. Ηοωεϖερ, 

τηε ϕοβ mαρκετ ρεmαινεδ σουνδ, χονσυmερ σεντιmεντ σταψεδ 

βυοψαντ, ανδ τηε αντιχιπατεδ τυρναρουνδσ ιν ινϖεντορψ ανδ νον−

residential ixed investment actually materialized.

Τηε δαψσ οφ χονσυmερ σπενδινγ δριϖινγ τηισ εξπανσιον αρε 

λικελψ βεηινδ υσ. Χονσυmπτιον σλοωεδ φροm α ροβυστ 4.3% γαιν 

ιν τηε σεχονδ θυαρτερ το 2.1% ιν τηε τηιρδ; τηισ ωιλλ λικελψ βε τηε 

νορm γοινγ φορωαρδ. Χονσυmερσ ενϕοψεδ α ρεαλ σηοτ ιν τηε αρm 

φροm στρονγ ϕοβ γαινσ φορ σεϖεραλ ψεαρσ ανδ α �διϖιδενδ� φροm 

λοω χοmmοδιτψ πριχεσ. Τηε Υ.Σ. εχονοmψ χρεατεδ αν αϖεραγε 

of 178,000 jobs per month through the irst three quarters of 
2016. Wηιλε σολιδ, τηισ ισ α δεχελερατιον φροm τηε 211,000 ρατε 

in the irst nine months of 2015. Although support from the job 
mαρκετ ανδ χοmmοδιτψ πριχεσ ισ ωανινγ, ηουσεηολδσ αρε στιλλ 

beneiting from increases in real wages, disposable incomes, 
ανδ ασσετ ϖαλυεσ. 

Highly anticipated reversals in inventory and nonresidential ixed 
ινϖεστινγ προϖιδεδ mεανινγφυλ γαινσ το τηε εχονοmψ ιν τηε τηιρδ 
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3Κνοωλεδγε. Εξπεριενχε. Ιντεγριτψ.

Υ.Σ. ΕΧΟΝΟΜΨ (Χοντινυεδ)

θυαρτερ. Τηε Υ.Σ. ηασ συφφερεδ τηρουγη αν εξτενδεδ ινϖεντορψ 

χορρεχτιον, χαυσινγ αν ουτσιζεδ ιmπαχτ ον οϖεραλλ γροωτη: ινϖεν−

τορψ χοντραχτιον χυτ 1.2% φροm ΓDΠ γροωτη ιν τηε σεχονδ θυαρ−

ter, the ifth straight quarterly hit. Inventory investment turned 
τηε χορνερ, αδδινγ 0.6% το τηιρδ−θυαρτερ ΓDΠ. Αφτερ α σιξ−θυαρτερ 

χολλαπσε, ινϖεστmεντ ιν mινινγ ανδ πετρολευm στρυχτυρεσ βεγαν 

το ρεϖιϖε ιν τηε τηιρδ θυαρτερ, ανδ τηε δριλλινγ ριγ χουντ βουνχεδ 

υπ φροm αν αλλ−τιmε λοω ιν τηε σεχονδ θυαρτερ. Τηισ ινϖεστmεντ ιν 

τηε ενεργψ σεχτορ, αλονγ ωιτη γαινσ ιν οτηερ τψπεσ οφ στρυχτυρεσ, 

pushed nonresidential ixed investment up 3.1%.

Σιmιλαρ γαινσ ελυδεδ ρεσιδεντιαλ χονστρυχτιον, ηοωεϖερ, ωηερε 

demand appears robust, but supply and inancing constraints 
αρε ηαmπερινγ τηε ρεχοϖερψ. Ρεαλ ρεσιδεντιαλ ινϖεστmεντ ηαδ 

been making progress for ive years, but fell 7.7% in the sec−

ονδ θυαρτερ ανδ 6.2% ιν τηε τηιρδ. Dεmανδ φορ ηουσινγ αππεαρσ 

το βε σολιδ, βυτ σαλεσ οφ βοτη εξιστινγ ανδ νεω ηοmεσ φελλ δυρ−

ινγ τηε τηιρδ θυαρτερ. Ποτεντιαλ ηοmεβυψερσ αρε στιλλ ηαmπερεδ 

by restricted access to mortgage inancing, and homebuilders 
ινχρεασινγλψ ρεπορτ χηαλλενγεσ το ηιρινγ χραφτ λαβορ φορ προϕεχτσ.

Τηε Φεδ ρεφραινεδ φροm ραισινγ ιντερεστ ρατεσ οϖερ τηε συmmερ, 

χονχερνεδ αβουτ εχονοmιχ υνχερταιντψ ανδ νεγατιϖε σεντιmεντ 

ιν τηε χαπιταλ mαρκετσ. Τηε mαρκετσ νοω εξπεχτ τηε Φεδ το ραισε 

τηε σηορτ−τερm φεδεραλ φυνδσ ρατε 25 βασισ ποιντσ ιν Dεχεmβερ, 

ανδ περηαπσ τωιχε mορε ιν 2017, βυτ τηεσε αρε φεωερ ινχρεασεσ 

τηαν πρεϖιουσλψ πρεδιχτεδ. Ιν αδδιτιον, τηε λονγ−τερm εθυιλιβριυm 

φεδεραλ φυνδσ ρατε ταργετ ηασ βεεν χυτ φροm 3% το 2.6%.

Αρε χεντραλ βανκσ αρουνδ τηε γλοβε ρυννινγ ουτ οφ αmmυνιτιον? 

Ρατηερ τηαν α δεαρτη οφ αmmυνιτιον, ιτ σεεmσ τηε εφφεχτιϖενεσσ 

οφ mονεταρψ πολιχψ ισ διmινισηινγ ανδ ωιτη ιτ τηε χρεδιβιλιτψ οφ χεν−

τραλ βανκσ. Αφτερ τηε Γρεατ Ρεχεσσιον, χεντραλ βανκερσ σηοωεδ 

α ρεmαρκαβλε ωιλλινγνεσσ το τρψ υνορτηοδοξ πολιχιεσ, ινχλυδινγ 

θυαντιτατιϖε εασινγ (ΘΕ) ανδ νεγατιϖε ιντερεστ ρατεσ. Βυτ περσισ−

τεντ βανκινγ προβλεmσ (παρτιχυλαρλψ ιν Ευροπε ανδ ϑαπαν) ηαϖε 

mαδε ΘΕ λεσσ εφφεχτιϖε, ασ χεντραλ βανκ φυνδσ αρε υσεδ το ρεβυιλδ 

bank balance sheets rather than for lending. In addition, tight is−

χαλ πολιχιεσ ηαϖε οφφσετ ποτεντιαλ γαινσ φροm mονεταρψ στιmυλυσ. 

Ανδ αλλ ρεγιονσ ηαϖε σεεν α δροπ ιν προδυχτιϖιτψ γροωτη, ρεδυχ−

ing the effectiveness of monetary or iscal stimulation. 

Τηε Λονγ−Τερm ςιεω  

2016

3ρδ Θτρ

Περιοδσ ενδεδ Dεχ. 31, 2015

Ινδεξ Ψεαρ 5 Ψρσ 10 Ψρσ 25 Ψρσ

U.S. Equity
Ρυσσελλ 3000 4.40 0.48 12.18 7.35 10.03

Σ&Π 500 3.85 1.38 12.57 7.31 9.82

Ρυσσελλ 2000 9.05 −4.41 9.19 6.80 10.50

Non-U.S. Equity
ΜΣΧΙ ΕΑΦΕ 6.43 −0.81 3.60 3.03 5.40

ΜΣΧΙ Εmεργινγ Μαρκετσ 9.03 −14.92 −4.80 3.61 �

Σ&Π εξ−Υ.Σ. Σmαλλ Χαπ 7.98 5.92 5.51 5.33 6.80

Φιξεδ Ινχοmε

Βλοοmβεργ Βαρχλαψσ Αγγ 0.46 0.55 3.25 4.51 6.15

90−Dαψ Τ−Βιλλ 0.10 0.05 0.07 1.24 2.93

Βλοοmβεργ Βαρχλαψσ Λονγ Γ/Χ 1.24 −3.30 6.98 6.45 8.08

Χιτι Νον−Υ.Σ. Γοϖερνmεντ 0.59 −5.54 −1.30 3.05 5.37

Ρεαλ Εστατε

ΝΧΡΕΙΦ Προπερτψ 1.77 13.33 12.18 7.76 8.05

ΦΤΣΕ ΝΑΡΕΙΤ Εθυιτψ −1.43 3.20 11.96 7.41 12.13

Αλτερνατιϖεσ

ΧΣ Ηεδγε Φυνδ 1.74 −0.71 3.55 4.97 �

Χαmβριδγε ΠΕ∗ � 8.50 12.41 11.50 15.59

Βλοοmβεργ Χοmmοδιτψ −3.86 −24.66 −13.47 −6.43 �

Γολδ Σποτ Πριχε −0.27 −10.46 −5.70 7.41 4.02

Inlation � ΧΠΙ−Υ 0.17 0.73 1.53 1.86 2.30

*Private equity data is time-weighted return for period. Most recent quarterly data not available.

Sources: Bloomberg Barclays, Bloomberg, Citigroup, Credit Suisse, FTSE, MSCI, 

NCREIF, Russell Investment Group, Standard & Poor’s, Thomson/Cambridge, Bureau of  

Economic Analysis.

Ρεχεντ Θυαρτερλψ Εχονοmιχ Ινδιχατορσ

3Θ16 2Θ16 1Θ16 4Θ15 3Θ15 2Θ15 1Θ15 4Θ14

Εmπλοψmεντ Χοστ�Τοταλ Χοmπενσατιον Γροωτη 2.3% 2.3% 1.9% 2.0% 2.0% 2.0% 2.6% 2.2%

Νονφαρm Βυσινεσσ�Προδυχτιϖιτψ Γροωτη 0.6%∗ −0.6% −0.6% −1.7% 2.0% 3.1% −0.8% −1.7%

ΓDΠ Γροωτη 2.9% 1.4% 0.8% 0.9% 2.0% 2.6% 2.0% 2.3%

Μανυφαχτυρινγ Χαπαχιτψ Υτιλιζατιον 75.0% 74.9% 75.3% 75.4% 75.6% 75.5% 75.5% 76.0%

Χονσυmερ Σεντιmεντ Ινδεξ (1966=100)  90.3  92.4  91.5  91.3  90.8  94.2  95.5  89.8 

*Estimate.

Sources: Bureau of  Economic Analysis, Bureau of  Labor Statistics, Federal Reserve, IHS Economics, Reuters/University of  Michigan.
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Wιτη α Λιττλε Ηελπ Φροm Μψ Φριενδσ 

ΦΥΝD ΣΠΟΝΣΟΡ |  Κιττψ Λιν

Ιν α σηαρπ σηιφτ φροm λαστ θυαρτερ, ενδοωmεντσ ανδ φουνδατιονσ 

τυρνεδ αρουνδ ανδ περφορmεδ βεττερ τηαν αλλ οτηερ ινστιτυτιοναλ 

φυνδ τψπεσ, ωιτη α mεδιαν +3.69% ρετυρν. Χορπορατε φυνδσ, 

λαστ θυαρτερ�σ βεστ περφορmερ, βρουγητ υπ τηε ρεαρ ατ +3.28%. 

Τηε mεδιαν ρετυρν φορ αλλ φυνδ τψπεσ ωασ +3.44%, αχχορδινγ το 

Χαλλαν�σ δαταβασε.

Ιντερεστινγλψ, τηε ρανκινγσ σηιφτεδ σλιγητλψ ωηεν λοοκινγ ατ τηε 

τοπ 10% οφ ρετυρνσ. Ενδοωmεντσ ανδ φουνδατιονσ στιλλ τοππεδ 

τηε λιστ (+4.25%), βυτ Ταφτ−Ηαρτλεψ φυνδσ ρανκεδ λαστ (+3.94%). 

Στιλλ, χορπορατε φυνδσ ανδ Ταφτ−Ηαρτλεψ φυνδσ ηαϖε δονε βεστ 

οϖερ λονγερ τιmε περιοδσ. Χορπορατεσ αρε ον τοπ οϖερ τηε λαστ 

15 ψεαρσ (+6.89% αννυαλιζεδ) ωηιλε Ταφτ−Ηαρτλεψ φυνδσ εδγεδ 

them out over the last ive years (+9.84%).

Τηε ουτπερφορmανχε φροm ενδοωmεντσ/φουνδατιονσ στεmmεδ 

φροm τηειρ �φριενδσ� ιν τηε στοχκ mαρκετ: νον−Υ.Σ εθυιτιεσ. Τηε 

ΜΣΧΙ ΑΧWΙ εξ−ΥΣΑ Ινδεξ γαινεδ 6.91% ιν τηε τηιρδ θυαρ−

τερ, χοmπαρεδ το +4.03% φορ τηε Ρυσσελλ 1000 Ινδεξ. Τηατ 

χαmε δεσπιτε τηε σηοχκ οφ τηε Υ.Κ.�σ Βρεξιτ ϖοτε το λεαϖε τηε 

Ευροπεαν Υνιον.

Τηε υνδερπερφορmανχε φροm χορπορατε φυνδσ στεmmεδ φροm 

higher allocations to U.S. ixed income; in fact, both U.S. and 
non-U.S. ixed income markets continued to show lacklus−

τερ περφορmανχε (Βλοοmβεργ Βαρχλαψσ Αγγρεγατε Ινδεξ: 

+0.46%, Χιτι Νον−Υ.Σ. Wορλδ Γοϖερνmεντ Βονδ Ινδεξ: 

+0.59%). Τηε δεχισιον οφ χεντραλ βανκσ ιν Ευροπε ανδ ϑαπαν 

νοτ το χυτ ρατεσ ανδ τηε υπχοmινγ Υ.Σ. ελεχτιον mαψ ηαϖε χον−

τριβυτεδ το τηε δισαπποιντινγ ρετυρνσ φορ βοτη ιν τηε θυαρτερ. Ασ 

ixed income markets look less attractive these days, corporate 
φυνδσ ινχρεασεδ τηειρ αλλοχατιον οφ χαση χοmπαρεδ το τηε πρεϖι−

ουσ θυαρτερ.

Βψ σιζε, ρετυρνσ ϖαριεδ mυχη λεσσ. Βοτη λαργε (mορε τηαν ∃1 

βιλλιον ιν ασσετσ) ανδ mεδιυm φυνδσ (∃100 mιλλιον το ∃1 βιλλιον) 

γαινεδ 3.43%, βυτ συρπρισινγλψ σmαλλ φυνδσ (λεσσ τηαν ∃100 mιλ−

λιον) ουτπαχεδ βοτη, ατ +3.47%. Οϖερ τηε λονγ ηαυλ λαργε φυνδσ 

ωερε τηε χηαmπσ, +7.05% οϖερ 15 ψεαρσ ϖερσυσ +6.58% φορ 

mεδιυm φυνδσ ανδ +6.35% φορ σmαλλ φυνδσ.

Χαλλαν Dαταβασε Μεδιαν Ρετυρνσ∗ φορ Περιοδσ ενδεδ Σεπτεmβερ 30, 2016

Φυνδ Σπονσορ Θυαρτερ ΨΤD Ψεαρ 3 Ψεαρσ 5 Ψεαρσ 10 Ψεαρσ 15 Ψεαρσ

Πυβλιχ Φυνδσ 3.43 6.65 9.63 6.12 9.30 5.66 6.72

Χορπορατε Φυνδσ 3.28 7.64 10.22 6.29 9.22 5.91 6.89

Ενδοωmεντσ/Φουνδατιονσ 3.69 6.13 8.81 4.99 8.52 5.39 6.54

Ταφτ−Ηαρτλεψ 3.32 6.49 9.45 6.74 9.84 5.58 6.26

*Returns less than one year are not annualized.

Source: Callan. Callan’s database includes the following groups: public deined beneit, corporate deined beneit, endowments/foundations, and Taft-Hartley plans. Approxi-

mately 10% to 15% of  the database constituents are Callan’s clients. All database group returns presented gross of  fees. Past performance is no guarantee of  future results. 

Reference to or inclusion in this report of  any product, service, or entity should not be construed as a recommendation, approval, ailiation, or endorsement of  such product, 

service, or entity by Callan.
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  Public Corporate Endow/Fndn Taft-Hartley
  Database Database Database Database

 10th Percentile 4.01 4.05 4.25 3.94

 25th Percentile 3.74 3.68 3.99 3.65

 Median 3.43 3.28 3.69 3.32

 75th Percentile 3.07 2.75 3.29 3.02

 90th Percentile 2.60 1.82 2.86 2.65

Χαλλαν Φυνδ Σπονσορ Ρετυρνσ φορ τηε Θυαρτερ

Source: Callan
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ΦΥΝD ΣΠΟΝΣΟΡ (Χοντινυεδ)
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3.69%*
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0.4%

Corporate
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35.1%
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Χαλλαν Φυνδ Σπονσορ Αϖεραγε Ασσετ Αλλοχατιον

Χαλλαν Πυβλιχ Φυνδ Dαταβασε Αϖεραγε Ασσετ Αλλοχατιον (10 Ψεαρσ)

Source: Callan. Callan’s database includes the following groups: public deined beneit, corporate deined beneit, endowments/foundations, and Taft-Hartley plans. Approxi-

mately 10% to 15% of  the database constituents are Callan’s clients. All database group returns presented gross of  fees. Past performance is no guarantee of  future results. 

Reference to or inclusion in this report of  any product, service, or entity should not be construed as a recommendation, approval, ailiation, or endorsement of  such product, 

service, or entity by Callan.

*Latest median quarter return.

Note: charts may not sum to 100% due to rounding.

Source: Callan
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Source: Russell Investment Group 

Σελλ ιν Μαψ? Νο Wαψ!  

Υ.Σ. ΕΘΥΙΤΨ |  Μαρκ Wοοδ, ΧΦΑ 

Τηε Σ&Π 500 Ινδεξ χλιmβεδ το ιτσ αλλ−τιmε ηιγη οφ 2,193 ον 

August 15 and inished the quarter up 3.85%, ending in posi−
τιϖε τερριτορψ φορ τηε φουρτη θυαρτερ ιν α ροω. Τηε εαρλψ δαψσ οφ 

τηε θυαρτερ ωερε χηαραχτεριζεδ βψ α στρονγ ρεβουνδ ιν εθυιτψ 

mαρκετσ φολλοωινγ τηε λατε ϑυνε ϖοτε ιν τηε Υ.Κ. το λεαϖε τηε 

Ευροπεαν Υνιον (Βρεξιτ). Μαρκετ ϖολατιλιτψ (ασ mεασυρεδ βψ 

ςΙΞ) σπικεδ ιν τηε ιmmεδιατε αφτερmατη βυτ ρετρεατεδ ϕυστ 

ασ θυιχκλψ ασ ινϖεστορσ αβσορβεδ τηε σηοχκ. Τηε σωιφτ πιϖοτ, 

χουπλεδ ωιτη οπτιmισm οϖερ Υ.Σ. εχονοmιχ προσπεχτσ ανδ 

εασινγ φεαρσ ον Χηινα, λεδ το α ρισκ−ον ενϖιρονmεντ. ϑυλψ προ−

δυχεδ τηε στρονγεστ ρετυρνσ οφ τηε θυαρτερ αχροσσ mαρκετ χαπ−

ιταλιζατιονσ; Αυγυστ ανδ Σεπτεmβερ τραδεδ ιν α ναρροω (βυτ 

υλτιmατελψ ποσιτιϖε) ρανγε ασ mαρκετσ αντιχιπατεδ τηε Φεδ�σ 

ιντερεστ ρατε δεχισιον ιν mιδ−Σεπτεmβερ, ωηιχη ωασ το φορεγο 

α ρατε ηικε. Φορειγν δεϖελοπεδ mαρκετ ινδιχεσ ουτπερφορmεδ 

τηε Σ&Π 500 ανδ, χονσιστεντ ωιτη τηε θυαρτερ�σ ρισκ−ον τηεmε, 

εmεργινγ mαρκετσ ωερε τηε τοπ περφορmερσ.

Σιζε ωασ τηε σινγλε βιγγεστ δετερmιναντ οφ περφορmανχε. 

Σmαλλερ χοmπανιεσ διδ βεττερ�mιχρο, σmαλλ, ανδ mιδ−χαπι−

ταλιζατιον χοmπανιεσ ουτπαχεδ λαργε−χαπ στοχκσ (Ρυσσελλ 

Μιχροχαπ Ινδεξ: +11.25%, Ρυσσελλ 2000 Ινδεξ: +9.05%, 

Ρυσσελλ Μιδχαπ Ινδεξ: +4.52%, ανδ Ρυσσελλ 1000 Ινδεξ: 

+4.03%). Αδδιτιοναλλψ, αφτερ τωο στρονγ θυαρτερσ ϖαλυε υνδερ−

περφορmεδ γροωτη ιν αλλ χαπιταλιζατιονσ (Ρυσσελλ 2000 ςαλυε 

Ινδεξ: +8.87% ανδ Ρυσσελλ 2000 Γροωτη Ινδεξ: +9.22%). 

Τηε δισπερσιον ιν στψλε ρετυρνσ ωασ ναρροω αχροσσ mαρκετ 

χαπιταλιζατιονσ, ωιτη τηε ωιδεστ (110 βπσ) ιν λαργε χαπ (Ρυσσελλ 

1000 Γροωτη mινυσ Ρυσσελλ 1000 ςαλυε). Dεφενσιϖε ανδ 

ηιγη−διϖιδενδ ψιελδ εξποσυρεσ σολδ οφφ δυρινγ τηε τηιρδ θυαρτερ 

βυτ ηαϖε περφορmεδ ωελλ ψεαρ−το−δατε δυε το τηε ινχρεασεδ 

γλοβαλ εχονοmιχ υνχερταιντψ εαρλιερ ιν 2016. 

Russell 1000 Russell 2000

UtilitiesConsumer 

Staples

Health CareEnergyConsumer 

Discretionary

Materials & 

Processing

Producer 

Durables

Financial 

Services

Technology

13.2%

18.0%

5.2%

7.5%
9.0%

4.1%

10.4%

3.4%
5.0%

2.6%

12.2%

1.6%

13.6%

-2.7%
-1.9%

-5.3% -4.8%

4.2%

Εχονοmιχ Σεχτορ Θυαρτερλψ Περφορmανχε 

Note: As of  the fourth quarter of  2015, the Capital Market Review reports sector-speciic returns using the Russell Global Sectors (RGS) classiication system rather than the 

Global Industry Classiication Standard (GICS) system. RGS uses a three-tier classiication system containing nine sectors; GICS uses a four-tier system containing 11 sectors.



7Κνοωλεδγε. Εξπεριενχε. Ιντεγριτψ.

Υ.Σ. ΕΘΥΙΤΨ (Χοντινυεδ)

Sector performance relected the shift in risk attitudes. Among 
τηε ωορστ−περφορmινγ σεχτορσ ιν τηε Σ&Π 500 δυρινγ τηε θυαρτερ 

ωερε Υτιλιτιεσ (−0.7%), Χονσυmερ Σταπλεσ (−0.7%), ανδ Τελεχοm 

(+1.0%)�αλλ σεχτορσ ασσοχιατεδ ωιτη λοωερ ϖολατιλιτψ ανδ ηιγηερ 

διϖιδενδ ψιελδσ. Αφτερ α στρονγ περφορmανχε ιν τηε σεχονδ θυαρ−

τερ, Ενεργψ ρετρεατεδ, ποστινγ α 1.9% λοσσ φορ τηε θυαρτερ. Τηε 

mορε γροωτη−οριεντεδ, ρισκ−ον σεχτορσ, Τεχηνολογψ (+7.9%) ανδ 

Ηεαλτη Χαρε (+4.9%), ωερε τηε τοπ περφορmερσ. Ιν α νεω δεϖελ−

οπmεντ, ΡΕΙΤσ ανδ οτηερ λιστεδ ρεαλ εστατε χοmπανιεσ ωερε 

εξτραχτεδ φροm τηε Φινανχιαλσ σεχτορ ανδ ελεϖατεδ το α νεω Ρεαλ 

Estate sector in the Global Industry Classiication Standard 
(ΓΙΧΣ). Τηε νεω σεχτορ, ρεπρεσεντινγ 3.1% οφ τηε Σ&Π 500, ηαδ 

a tough start, inishing down 2.1%.

Τηε Υ.Σ. εθυιτψ mαρκετ χοντινυεδ το ρισε, εϖεν ασ ινϖεστορ 

σεντιmεντ ωαϖερεδ βετωεεν ποσιτιϖε ανδ νεγατιϖε οϖερ τηε 

course of the quarter. Active managers continue to ind it a dif−
icult environment to outperform as macro factors dominated 
πριχε αχτιϖιτψ ανδ περφορmανχε ιν εθυιτψ mαρκετσ. 

  Large Cap Large Cap Small Cap  Small Cap
  Growth Style Value Style  Growth Style Value Style

 10th Percentile 8.20 5.87 12.32 9.71

 25th Percentile 6.29 4.81 10.46 8.60

 Median 5.28 3.78 7.85 7.64

 75th Percentile 4.18 3.20 6.83 6.26

 90th Percentile 2.45 2.03 5.69 5.52

   R1000 Growth R1000 Value  R2000 Growth  R2000 Value

 Benchmark  4.58 3.48 9.22 8.87

0%

5%

10%

15%

Χαλλαν Στψλε Γρουπ Θυαρτερλψ Ρετυρνσ
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Ρολλινγ Ονε−Ψεαρ Ρελατιϖε Ρετυρνσ  (ϖσ. Ρυσσελλ 1000)

U.S. Equity Index Characteristics as of September 30, 2016

Σ&Π 500 Ρυσ 3000 Ρυσ 1000 Ρυσ Μιδχαπ Ρυσ 2500 Ρυσ 2000

Νυmβερ οφ Ισσυεσ 507 2,955 994 794 2,459 1,961

Wτδ Αϖγ Μκτ Χαπ (∃βν) 134.8 112.6 121.7 12.6 4.0 1.8

Πριχε/Βοοκ Ρατιο 2.7 2.6 2.7 2.4 2.1 2.0

Φορωαρδ Π/Ε Ρατιο 16.9 17.4 17.2 18.9 19.2 19.8

Dιϖιδενδ Ψιελδ 2.1% 2.0% 2.0% 1.7% 1.6% 1.5%

5−Ψρ Εαρνινγσ (φορεχαστεδ) 12.5% 12.5% 12.5% 11.2% 12.0% 13.5%

Sources: Russell Investment Group, Standard & Poor’s.

Source: Russell Investment Group Sources: Callan, Russell Investment Group



8

Χαλλαν Στψλε Μεδιαν ανδ Ινδεξ Ρετυρνσ∗ φορ Περιοδσ ενδεδ Σεπτεmβερ 30, 2016

Large Cap Equity Θυαρτερ ΨΤD Ψεαρ 3 Ψεαρσ 5 Ψεαρσ 10 Ψεαρσ 15 Ψεαρσ

Λαργε Χαπ Χορε Στψλε 4.55 5.71 12.77 10.64 16.13 7.39 7.80

Ρυσσελλ 3000 4.40 8.18 14.96 10.44 16.36 7.37 7.61

Ρυσσελλ 1000 4.03 7.92 14.93 10.78 16.41 7.40 7.48

Σ&Π 500 3.85 7.84 15.43 11.16 16.37 7.24 7.15

Λαργε Χαπ Γροωτη Στψλε 5.28 3.69 11.27 10.85 16.24 8.94 7.55

Ρυσσελλ 1000 Γροωτη 4.58 6.00 13.76 11.83 16.60 8.85 7.35

Λαργε Χαπ ςαλυε Στψλε 3.78 7.61 13.71 8.99 15.88 6.54 8.08

Ρυσσελλ 1000 ςαλυε 3.48 10.00 16.20 9.70 16.15 5.85 7.46

Mid Cap Equity Θυαρτερ ΨΤD Ψεαρ 3 Ψεαρσ 5 Ψεαρσ 10 Ψεαρσ 15 Ψεαρσ

Μιδ Χαπ Χορε Στψλε 4.98 7.80 11.05 9.88 16.81 8.65 10.96

Ρυσσελλ Μιδχαπ 4.52 10.26 14.25 9.70 16.67 8.32 10.44

Μιδ Χαπ Γροωτη Στψλε 4.05 4.30 6.98 6.98 14.55 8.62 9.53

Ρυσσελλ Μιδχαπ Γροωτη 4.59 6.84 11.24 8.90 15.85 8.51 9.66

Μιδ Χαπ ςαλυε Στψλε 4.82 9.73 13.35 9.30 16.62 8.48 10.99

Ρυσσελλ Μιδχαπ ςαλυε 4.45 13.72 17.26 10.49 17.38 7.89 10.72

Small Cap Equity Θυαρτερ ΨΤD Ψεαρ 3 Ψεαρσ 5 Ψεαρσ 10 Ψεαρσ 15 Ψεαρσ

Σmαλλ Χαπ Χορε Στψλε 7.62 10.07 14.32 8.51 17.63 8.55 11.31

Ρυσσελλ 2000 9.05 11.46 15.47 6.71 15.82 7.07 9.26

Σmαλλ Χαπ Γροωτη Στψλε 7.85 6.52 8.73 5.47 15.82 9.13 9.81

Ρυσσελλ 2000 Γροωτη 9.22 7.48 12.12 6.58 16.15 8.29 8.90

Σmαλλ Χαπ ςαλυε Στψλε 7.64 12.74 15.90 7.92 17.11 8.05 11.63

Ρυσσελλ 2000 ςαλυε 8.87 15.49 18.81 6.77 15.45 5.78 9.38

Smid Cap Equity Θυαρτερ ΨΤD Ψεαρ 3 Ψεαρσ 5 Ψεαρσ 10 Ψεαρσ 15 Ψεαρσ

Σmιδ Χαπ Χορε Στψλε 6.32 9.21 12.42 7.64 16.34 9.96 �

Ρυσσελλ 2500 6.56 10.80 14.44 7.77 16.30 7.95 10.07

Σmιδ Χαπ Γροωτη Στψλε 6.03 4.73 8.39 6.01 15.25 9.23 9.85

Ρυσσελλ 2500 Γροωτη 6.98 6.95 11.02 7.43 16.20 8.82 9.52

Σmιδ Χαπ ςαλυε Στψλε 6.39 12.17 14.71 7.37 16.23 8.56 11.41

Ρυσσελλ 2500 ςαλυε 6.18 14.51 17.68 8.05 16.29 6.92 10.17

Ρυσσελλ 3000 Σεχτορσ Θυαρτερ ΨΤD Ψεαρ 3 Ψεαρσ 5 Ψεαρσ 10 Ψεαρσ 15 Ψεαρσ

Χονσυmερ Dισχρετιοναρψ 3.50 4.52 8.99 9.57 19.01 10.11 �

Χονσυmερ Σταπλεσ −2.67 7.48 15.77 13.92 15.95 11.57 �

Ενεργψ 2.87 17.69 16.60 −4.26 4.72 3.84 �

Φινανχιαλ Σερϖιχεσ 5.44 4.35 10.18 9.69 17.97 0.87 �

Ηεαλτη Χαρε 2.40 0.92 9.82 14.21 20.52 10.82 �

Ματεριαλσ & Προχεσσινγ 4.98 16.18 25.84 7.17 14.12 6.94 �

Προδυχερ Dυραβλεσ 4.61 10.99 18.76 9.54 17.48 7.29 �

Τεχηνολογψ 13.49 13.07 22.76 16.28 17.08 10.27 �

Υτιλιτιεσ −5.31 17.12 21.88 11.87 12.44 7.07 �

*Returns less than one year are not annualized.

Sources: Callan, Russell Investment Group, Standard & Poor’s.

Υ.Σ. ΕΘΥΙΤΨ (Χοντινυεδ)
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Χαλm Αφτερ τηε Στορm 

ΝΟΝ−Υ.Σ. ΕΘΥΙΤΨ |  Ιρινα Συσηχη

Φολλοωινγ τωο ηιγηλψ ϖολατιλε θυαρτερσ, τηε τηιρδ θυαρτερ οφ 2016 

βυχκεδ τηε τρενδ�ϖολατιλιτψ ωασ εξχεπτιοναλλψ λοω ασ ινϖεστορσ 

αππεαρεδ χοmπλαχεντ αβουτ χοντινυεδ αχχοmmοδατιϖε χεντραλ 

βανκ πολιχιεσ ανδ στεαδψ, αλβειτ σλοω, εχονοmιχ γροωτη. Α ρισκ−

ον ραλλψ λεδ το στοχκ mαρκετ ηιγησ ασ ανξιετιεσ αβουτ τηε Υ.Κ.�σ 

Βρεξιτ ϖοτε το εξιτ τηε Ευροπεαν Υνιον δωινδλεδ.

Ιν τηισ ενϖιρονmεντ, τηε ΜΣΧΙ ΑΧWΙ εξ ΥΣΑ Ινδεξ ροσε 6.91%. 

Ιν χοντραστ το τηε πρεϖιουσ θυαρτερ, εχονοmιχαλλψ σενσιτιϖε σεχ−

τορσ φαρεδ βεστ, παρτιχυλαρλψ Ινφορmατιον Τεχηνολογψ (+15.50%) 

ανδ Ματεριαλσ (+12.56%). Ηεαλτη Χαρε ωασ τηε ονλψ σεχτορ ιν 

τηε ρεδ (−1.96%), αλτηουγη ιτσ δεφενσιϖε χουντερπαρτσ, Υτιλιτιεσ 

(+0.20%) ανδ Τελεχοmmυνιχατιονσ (+0.43%), φαλτερεδ ασ ωελλ. 

Χονσιστεντ ωιτη τηε θυαρτερ�σ ρισκ−ον τηεmε, εmεργινγ mαρκετσ 

(ΜΣΧΙ Εmεργινγ Μαρκετσ Ινδεξ: +9.03%) ουτπαχεδ τηειρ 

δεϖελοπεδ πεερσ (ΜΣΧΙ Wορλδ εξ ΥΣΑ Ινδεξ: +6.29%), εϖεν 

εξχλυδινγ Χαναδα (ΜΣΧΙ ΕΑΦΕ Ινδεξ: +6.43%). Τηε ΜΣΧΙ 

ΑΧWΙ εξ ΥΣΑ ςαλυε Ινδεξ (+7.79%) οϖερχαmε τηε ΜΣΧΙ 

ΑΧWΙ εξ ΥΣΑ Γροωτη Ινδεξ (+6.06%) for the irst time since 
τηε σεχονδ θυαρτερ οφ 2014. Σmαλλ−χαπ στοχκσ σηοτ υπ ιντο τηε 

βλαχκ (ΜΣΧΙ ΑΧWΙ εξ ΥΣΑ Σmαλλ Χαπ Ινδεξ: +7.91%), inish−

ινγ νεαρ τηε τοπ αmονγ mαϕορ νον−Υ.Σ. ινδιχεσ. 

Εθυιτψ mαρκετσ αχροσσ Ευροπε χρασηεδ φολλοωινγ τηε υνεξ−

πεχτεδ ϖοτε φορ Βρεξιτ βυτ ρεγαινεδ γρουνδ θυιχκλψ ασ ιτ βεχαmε 

χλεαρ τηατ τηε αφτερmατη οφ τηε ρεφερενδυm ωασ νοτ ιmmεδιατελψ 

χαταστροπηιχ. Βριτιση Πριmε Μινιστερ Dαϖιδ Χαmερον ρεσιγνεδ 

ανδ ωασ ρεπλαχεδ βψ Τηερεσα Μαψ, ωηο πλεδγεδ τηατ τηε Υ.Κ. 

ωουλδ γο τηρουγη ωιτη εξιτινγ τηε Ευροπεαν Υνιον, βυτ νοτ 

ηαστιλψ. Τηε Βανκ οφ Ενγλανδ σπρανγ ιντο αχτιον το συππορτ τηε 

εχονοmψ, ανδ τηε Ευροπεαν Χεντραλ Βανκ οφφερεδ ρεασσυρανχε 

τηατ ιτ τοο ωουλδ ωορκ το βολστερ γροωτη. Τηε ΜΣΧΙ Ευροπε 

Ινδεξ χλιmβεδ 5.40%, ωιτη τηε στρονγ περφορmερσ ινχλυδινγ 

Αυστρια (+16.66%), Γερmανψ (+10.01%), Σπαιν (+9.32%), τηε 

Νετηερλανδσ (+9.11%), ανδ εϖεν τηε Υ.Κ. (+3.98%). Τηειρ 

ϖιγορ ωασ αττριβυτεδ το βεττερ−τηαν−εξπεχτεδ εαρνινγσ φροm 

Ινφορmατιον Τεχηνολογψ γιαντσ, ιmπροϖινγ χοmmοδιτψ πριχεσ, 

rallying inancial stocks, and a swell of M&A activity. European 

  Γλοβαλ Εθ Νον−Υ.Σ. Εθ Εmγ Μκτ Νον−Υ.Σ. 
  Στψλε Στψλε  Στψλε ΣΧ Στψλε

 10τη Περχεντιλε 9.08 8.96 10.98 10.28 
 25τη Περχεντιλε 7.17 7.80 10.17 9.03
 Μεδιαν 5.75 6.77 9.23 7.99
 75τη Περχεντιλε 4.53 5.77 8.16 7.06
 90τη Περχεντιλε 3.20 4.47 5.42 5.79

   ΜΣΧΙ ΜΣΧΙ ΜΣΧΙ  ΜΣΧΙ ΑΧWΙ
  ΑΧWΙ ΑΧWΙ εξ ΥΣΑ Εmγ Μκτσ εξ ΥΣΑ ΣΧ 

 Βενχηmαρκ  5.30 6.91 9.03 7.91
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Χαλλαν Στψλε Γρουπ Θυαρτερλψ Ρετυρνσ

Health Care stocks stumbled (-3.09%) due to intensiied global 
σχρυτινψ δυρινγ τηε Υ.Σ. ελεχτιον; Dενmαρκ, ωηερε α λαργε ηεαλτη 

χαρε χοmπανψ mακεσ υπ αππροξιmατελψ 20% οφ τηε χουντρψ�σ 

ινδεξ, ωασ παρτιχυλαρλψ ηαρδ ηιτ, δροππινγ 6.27%.

Southeast Asia and the Paciic enjoyed a buoyant quarter as 
ωελλ; τηε MSCI Paciic Index ωασ υπ 8.46%. ϑαπανεσε εθυι−

τιεσ ραλλιεδ δυρινγ τηε θυαρτερ, ασχενδινγ 8.60% δυε το νεω 
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Μαϕορ Χυρρενχιεσ� Χυmυλατιϖε Ρετυρνσ (ϖσ. Υ.Σ. Dολλαρ)

Sources: Callan, MSCI

* German mark returns before 1Q99 

Source: MSCI
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ΝΟΝ−Υ.Σ. ΕΘΥΙΤΨ (Χοντινυεδ)

χεντραλ βανκ πολιχιεσ ανδ α φρεση στιmυλυσ παχκαγε. Αδδιτιοναλλψ, 

Χονσυmερ Dισχρετιοναρψ, ΙΤ, ανδ Ματεριαλσ στοχκσ συργεδ δυε το 

στρονγ εαρνινγσ γροωτη ιν σεϖεραλ γαmινγ ανδ αυτοmοβιλε χοm−

πανιεσ. Αυστραλια (+7.91%) ανδ Νεω Ζεαλανδ (+12.44%) αλσο 

περφορmεδ ωελλ ασ mεγαβανκσ ανδ χοmmοδιτιεσ γαινεδ γρουνδ. 

Εmεργινγ mαρκετσ σηοτ υπ ιν τηε αχχοmmοδατιϖε mαχροεχο−

νοmιχ ενϖιρονmεντ (ΜΣΧΙ Εmεργινγ Μαρκετσ Ινδεξ: +9.03%). 

Τηε τοπ σεχτορ ωασ ΙΤ, συργινγ 16.08%. Τηε στοχκσ οφ σmαρτ−

πηονε mανυφαχτυρερσ ανδ τεχηνολογψ χοmπονεντ συππλιερσ 

σοαρεδ, βοοστινγ τηε Ασιαν mαρκετσ, ινχλυδινγ Ταιωαν (+11.70%) 

ανδ Σουτη Κορεα (+10.98%). Χηινα ωασ ονε οφ τηε βιγγεστ βεν−

eiciaries (+13.92%), thanks to its burgeoning internet giants. 
Λατιν Αmεριχα ωασ ρελατιϖελψ σλυγγιση τηισ θυαρτερ (+5.37%) βυτ 

ωασ προππεδ υπ βψ Βραζιλ, ωηιχη σηοτ υπ ανοτηερ 11.31%, σκψ−

ροχκετινγ 62.90% ψεαρ−το−δατε. Ηοπεσ φορ εχονοmιχ χηανγε ρυν 

ηιγη υνδερ Μιχηελ Τεmερ, ωηο ρεπλαχεδ τηε ιmπεαχηεδ Dιλmα 

 EM EAFE

Quarter Year

ACWI ex USA

UtilitiesHealth CareMaterialsInformation
Technology

Turkey

Philippines

Israel

Denmark

China

Egypt

New Zealand

Austria

Source: MSCI
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Best Performers Worst Performers

Θυαρτερλψ ανδ Αννυαλ Χουντρψ Περφορmανχε Σναπσηοτ

Θυαρτερλψ Ρετυρνσ: Στρονγ ανδ Στρυγγλινγ Σεχτορσ 

Θυαρτερλψ Ρετυρνσ φορ Νον−Υ.Σ. Dεϖελοπεδ Χουντριεσ 

Equity Index

Χουντρψ
  

 (ΥΣ∃)
 (Λοχαλ 

Χυρρενχψ)
Λοχαλ 

Χυρρενχψ Wειγητ∗

Αυστραλια 7.91% 5.00% 2.77% 5.13%

Αυστρια 16.66% 15.32% 1.16% 0.13%

Βελγιυm 5.00% 3.80% 1.16% 0.96%

Χαναδα 4.85% 6.10% −1.18% 6.72%

Dενmαρκ −6.27% −7.26% 1.07% 1.23%

Φινλανδ 7.42% 6.19% 1.16% 0.70%

Φρανχε 6.36% 5.14% 1.16% 6.81%

Γερmανψ 10.01% 8.75% 1.16% 6.31%

Ηονγ Κονγ 11.92% 11.89% 0.03% 2.45%

Ιρελανδ 7.42% 6.20% 1.16% 0.33%

Ισραελ −1.97% −3.96% 2.64% 0.50%

Ιταλψ 2.21% 1.04% 1.16% 1.33%

ϑαπαν 8.60% 7.20% 1.31% 16.70%

Νετηερλανδσ 9.11% 7.96% 1.16% 2.35%

Νεω Ζεαλανδ 12.44% 10.12% 2.11% 0.14%

Νορωαψ 6.28% 1.51% 4.70% 0.45%

Πορτυγαλ 6.28% 5.07% 1.16% 0.10%

Σινγαπορε −0.15% 1.13% −1.29% 0.89%

Σπαιν 9.32% 8.07% 1.16% 2.13%

Σωεδεν 7.48% 8.68% −1.11% 1.97%

Σωιτζερλανδ 2.62% 2.12% 0.50% 6.29%

Υ.Κ. 3.98% 7.00% −2.83% 13.23%

*Weight in the MSCI ACWI ex USA Index

Sources: MSCI, Russell Investment Group, Standard & Poor’s.

Ρουσσεφφ ασ πρεσιδεντ. Ρυσσια (+8.43%) διδ νοτ mισσ ουτ ον 

τηε ραλλψ. Ηοωεϖερ, τηε Πηιλιππινεσ, Τυρκεψ, ανδ Μαλαψσια ωερε 

all in the red as political turmoil continued to aflict the coun−

τριεσ (−5.33%, −5.26%, ανδ −1.52%, ρεσπεχτιϖελψ). Μεξιχο αλσο 

δωινδλεδ 2.24% ασ τηε πεσο φελλ 5% αγαινστ τηε δολλαρ.

Source: MSCI

Source: MSCI
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Χαλλαν Στψλε Μεδιαν ανδ Ινδεξ Ρετυρνσ∗ φορ Περιοδσ ενδεδ Σεπτεmβερ 30, 2016

Global Equity Θυαρτερ ΨΤD Ψεαρ 3 Ψεαρσ 5 Ψεαρσ 10 Ψεαρσ 15 Ψεαρσ

Global Equity Style 5.75 5.48 11.23 6.25 12.38 5.57 7.80

ΜΣΧΙ Wορλδ 4.87 5.55 11.36 5.85 11.63 4.47 6.29

ΜΣΧΙ ΑΧWΙ 5.30 6.60 11.96 5.17 10.63 4.34 6.47

Non-U.S. Equity Θυαρτερ ΨΤD Ψεαρ 3 Ψεαρσ 5 Ψεαρσ 10 Ψεαρσ 15 Ψεαρσ

Νον−Υ.Σ. Στψλε 6.77 3.14 7.94 2.16 8.75 3.20 7.81

ΜΣΧΙ Wορλδ εξ ΥΣΑ 6.29 3.12 7.16 0.33 6.89 1.88 5.96

ΜΣΧΙ ΑΧWΙ εξ ΥΣΑ 6.91 5.82 9.26 0.18 6.04 2.16 6.56

Regional Equity Θυαρτερ ΨΤD Ψεαρ 3 Ψεαρσ 5 Ψεαρσ 10 Ψεαρσ 15 Ψεαρσ

ΜΣΧΙ Χηινα 13.92 8.58 12.95 3.90 8.24 7.78 13.08

ΜΣΧΙ Ευροπε εξ ΥΚ 6.03 −0.36 2.90 0.01 8.17 1.53 6.02

ΜΣΧΙ ϑαπαν 8.60 2.54 12.13 3.33 7.36 1.05 4.27

ΜΣΧΙ ϑαπαν (λοχαλ) 7.20 −13.68 −5.19 4.42 13.38 −0.49 3.15

MSCI Paciic 8.46 5.26 14.74 2.31 7.31 2.50 6.08

MSCI Paciic (local) 6.97 −7.17 0.77 4.39 11.86 0.99 4.47

MSCI Paciic ex Japan 8.18 10.86 20.05 0.42 7.07 5.85 10.99

MSCI Paciic ex Japan (local) 6.52 7.03 13.34 4.95 10.29 5.31 8.55

ΜΣΧΙ Υνιτεδ Κινγδοm 3.98 0.80 1.53 −1.80 5.99 1.40 5.02

ΜΣΧΙ Υνιτεδ Κινγδοm (λοχαλ) 7.00 14.37 18.39 5.68 9.91 5.15 5.89

Εmεργινγ/Φροντιερ Μαρκετσ Θυαρτερ ΨΤD Ψεαρ 3 Ψεαρσ 5 Ψεαρσ 10 Ψεαρσ 15 Ψεαρσ

Εmεργινγ Μαρκετ Στψλε 9.23 16.44 18.41 0.81 4.83 5.23 12.93

ΜΣΧΙ Εmεργινγ Μαρκετσ 9.03 16.02 16.78 −0.56 3.03 3.94 11.55

ΜΣΧΙ Εmεργινγ Μαρκετσ (λοχαλ) 7.59 11.30 12.96 4.33 6.95 5.94 11.97

ΜΣΧΙ Φροντιερ Μαρκετσ 2.65 2.16 0.91 −0.17 4.64 −0.26 �

Global/Non-U.S. Small Cap Equity Θυαρτερ ΨΤD Ψεαρ 3 Ψεαρσ 5 Ψεαρσ 10 Ψεαρσ 15 Ψεαρσ

Νον−Υ.Σ. Σmαλλ Χαπ Στψλε 7.99 4.51 11.38 6.12 12.77 6.33 12.20

ΜΣΧΙ Wορλδ Σmαλλ Χαπ 7.24 9.70 14.34 6.18 13.38 6.30 10.31

ΜΣΧΙ ΑΧWΙ Σmαλλ Χαπ 7.28 9.66 14.21 5.67 12.47 6.59 10.52

ΜΣΧΙ Wορλδ εξ ΥΣΑ Σmαλλ Χαπ 8.00 7.26 13.50 4.15 9.72 4.11 9.97

ΜΣΧΙ ΑΧWΙ εξ ΥΣΑ Σmαλλ Χαπ 7.91 7.70 13.38 3.52 8.60 4.58 10.47

*Returns less than one year are not annualized.

Sources: Callan, MSCI.

ΝΟΝ−Υ.Σ. ΕΘΥΙΤΨ (Χοντινυεδ)
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Ηυτ, Ηυτ ... Ηικε! 

Υ.Σ. ΦΙΞΕD ΙΝΧΟΜΕ |  Ρυφαση Λαmα

Φορ τηε θυαρτερ, τηε Βλοοmβεργ Βαρχλαψσ Ηιγη Ψιελδ Ινδεξ 

γρεω 5.55% ωηιλε τηε Βλοοmβεργ Βαρχλαψσ Υ.Σ. Αγγρεγατε 

Ινδεξ mαναγεδ το ρισε α mερε 0.46%. 

Dριϖεν βψ Βρεξιτ−ινδυχεδ χονχερνσ, τηε ψιελδ ον τηε βενχη−

mαρκ 10−ψεαρ Τρεασυρψ νοτε ηιτ α ρεχορδ λοω οφ 1.37% ιν ϑυλψ; 

ηοωεϖερ, ιτ ροσε φορ τηε ρεmαινδερ οφ τηε θυαρτερ ανδ χλοσεδ ατ 

1.60%. Wηιλε τηε Φεδ λεφτ τηε φεδεραλ φυνδσ ρατε υνχηανγεδ ιν 

τηε τηιρδ θυαρτερ, ιτσ αννουνχεmεντ ωασ νοτεωορτηψ βεχαυσε 

οφ τηε ηιγη λεϖελ οφ δισαγρεεmεντ; τηε τηρεε δισσεντινγ ϖοτεσ 

ωερε τηε mοστ σινχε Dεχεmβερ 2014. Βασεδ ον φεδεραλ φυνδσ 

φυτυρεσ χοντραχτσ, τραδερσ αρε βεττινγ τηερε ισ α 78% χηανχε 

οφ α ρατε ηικε ατ τηε νεξτ mεετινγ ιν Dεχεmβερ αφτερ τηε Φεδ�σ 

δεχισιον το ηολδ ρατεσ στεαδψ αγαιν ιν Νοϖεmβερ. 

Ψιελδσ ϖαριεδ αχροσσ τηε mατυριτψ σπεχτρυm δυρινγ τηε θυαρ−

τερ: Wηιλε Τρεασυρψ ρατεσ ροσε αλονγ τηε εντιρε ψιελδ χυρϖε ιν 

Αυγυστ, τηε χυρϖε στεεπενεδ ιν Σεπτεmβερ ασ τηε 2−ψεαρ φελλ 

βψ 4 βασισ ποιντσ το 0.76% ανδ τηε 30−ψεαρ ροσε βψ 8 βασισ 

ποιντσ το ενδ ατ 2.32%. Ιντερmεδιατε Τρεασυριεσ (−0.26%) ουτ−

περφορmεδ λονγ Τρεασυριεσ (−0.36%) δυρινγ τηε θυαρτερ. 

Χρεδιτ σπρεαδσ τιγητενεδ δυρινγ τηε θυαρτερ ανδ ψιελδσ 

ινχηεδ τοωαρδ ηιστοριχ λοωσ. Τηειρ +5.55% ρετυρν mαδε ηιγη−

ψιελδ χορπορατεσ τηε στρονγεστ περφορmερ δυρινγ τηε θυαρτερ. 

Dεσπιτε ρεχορδ ισσυανχεσ ιν Αυγυστ, τηε χρεδιτ σεχτορ γαινεδ 

1.23% φορ τηε θυαρτερ ανδ ουτπερφορmεδ ΜΒΣ (+0.60%) ανδ 

ΧΜΒΣ (+0.59%). Ινδυστριαλσ βεατ Υτιλιτιεσ ανδ Φινανχιαλσ ον α 

    Core Bond Core Plus Interm Ext Maturity High Yld
   Style Style Style G/C Style Style

 10th Percentile  1.15 2.14 0.67 2.16 5.89

 25th Percentile  0.95 1.68 0.47 1.82 5.55

 Median  0.70 1.36 0.26 1.51 5.08

 75th Percentile  0.52 1.08 0.12 1.34 4.70

 90th Percentile  0.33 0.87 0.05 1.18 4.18

   Bloomberg Bloomberg Bloomberg Bloomberg Bloomberg
  Barclays Barclays Barclays Barclays Barclays
 Agg Agg Interm Agg Long G/C High Yld

 Benchmark   0.46 0.46 0.16 1.24 5.55
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Υ.Σ. ΦΙΞΕD ΙΝΧΟΜΕ (Χοντινυεδ)

δυρατιον−αδϕυστεδ βασισ. Φυρτηερ, ον α δυρατιον−αδϕυστεδ βασισ, 

χρεδιτ σεχυριτιεσ ουτπερφορmεδ Τρεασυριεσ βψ 155 βασισ ποιντσ. 

Τρεασυριεσ ενδεδ τηε θυαρτερ ιν τηε ρεδ (−0.28%). 

Ινϖεστmεντ−γραδε χορπορατε ισσυανχε τοταλεδ ∃340 βιλλιον 

φορ τηε θυαρτερ, σεττινγ α ρεχορδ. Βψ τηε ενδ οφ Σεπτεmβερ, 

Υ.Σ. Φιξεδ Ινχοmε Ινδεξ Χηαραχτεριστιχσ ασ οφ Σεπτ. 30, 2016

Βλοοmβεργ Βαρχλαψσ Ινδιχεσ

Ψιελδ το 

Wορστ

Μοδ Αδϕ 

Dυρατιον

Αϖγ  

Ματυριτψ

Βλοοmβεργ Βαρχλαψσ Αγγρεγατε 1.96 5.51 7.82

Βλοοmβεργ Βαρχλαψσ Υνιϖερσαλ 2.39 5.39 7.68

Βλοοmβεργ Βαρχλαψσ Γοϖ/Χρεδιτ 1.92 6.72 8.99

1−3 Ψεαρ 1.04 1.91 1.98

Ιντερmεδιατε 1.51 4.09 4.44

Λονγ−Τερm 3.32 15.57 24.32

Βλοοmβεργ Βαρχλαψσ Λονγ Χρεδιτ 4.04 14.04 23.92

Βλοοmβεργ Βαρχλαψσ Χορπ Ηιγη Ψιελδ 6.17 4.05 6.33

Βλοοmβεργ Βαρχλαψσ ΤΙΠΣ 1.62 6.59 8.61

Βλοοmβεργ Βαρχλαψσ Μυνι Βονδ 1−5 Ψεαρ 1.15 2.72 3.22

Βλοοmβεργ Βαρχλαψσ Μυνι 1−10 Ψεαρ 1.38 4.02 5.88

Βλοοmβεργ Βαρχλαψσ Μυνιχιπαλ 1.82 5.52 13.08

Source: Bloomberg Barclays

Excess Return versus Like-Duration TreasuriesAbsolute Return
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Φιξεδ Ινχοmε Ινδεξ Θυαρτερλψ Ρετυρνσ

Εφφεχτιϖε Ψιελδ Οϖερ Τρεασυριεσ

ψεαρ−το−δατε χορπορατε ινϖεστmεντ−γραδε βονδ ισσυανχε ωασ 

8% αηεαδ οφ λαστ ψεαρ�σ παχε. Ανδ τηε ρεχορδ συππλιεσ ωερε mετ 

ωιτη στρονγ δεmανδ ασ ινϖεστορσ σναππεδ υπ βονδσ. ΧΜΒΣ 

ανδ mυνιχιπαλ mαρκετσ αλσο δεmονστρατεδ ροβυστ συππλψ. Ανδ 

δεσπιτε λοω ψιελδσ ανδ ηεαϖψ ισσυανχε οφ ΧΜΒΣ σεχυριτιεσ ιν 

Σεπτεmβερ, τηεψ ουτπερφορmεδ Τρεασυριεσ βψ 91 βπσ.

Source: Bloomberg Barclays

Source: Bloomberg Barclays
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Χαλλαν Στψλε Μεδιαν ανδ Ινδεξ Ρετυρνσ∗ φορ Περιοδσ ενδεδ Σεπτεmβερ 30, 2016

Βροαδ Φιξεδ Ινχοmε Θυαρτερ ΨΤD Ψεαρ 3 Ψεαρσ 5 Ψεαρσ 10 Ψεαρσ 15 Ψεαρσ

Χορε Βονδ Στψλε 0.70 6.15 5.65 4.36 3.73 5.31 5.25

Χορε Βονδ Πλυσ Στψλε 1.36 7.16 6.55 4.61 4.55 5.77 5.91

Βλοοmβεργ Βαρχλαψσ Αγγρεγατε 0.46 5.80 5.19 4.03 3.08 4.79 4.80

Βλοοmβεργ Βαρχλαψσ Υνιϖερσαλ 0.96 6.69 6.11 4.27 3.62 5.00 5.12

Λονγ−Τερm Θυαρτερ ΨΤD Ψεαρ 3 Ψεαρσ 5 Ψεαρσ 10 Ψεαρσ 15 Ψεαρσ

Εξτενδεδ Ματυριτψ Χρεδιτ Στψλε 2.50 17.00 16.11 10.05 7.94 8.07 �

Βλοοmβεργ Βαρχλαψσ Λονγ Χρεδιτ 2.26 16.50 15.73 9.53 7.05 7.63 7.74

Εξτενδεδ Ματυριτψ Γοϖ/Χρεδιτ Στψλε 1.51 16.12 15.14 10.30 6.96 8.38 8.01

Βλοοmβεργ Βαρχλαψσ Λονγ Γοϖ/Χρεδιτ 1.24 15.74 14.66 10.08 6.32 7.84 7.61

Ιντερmεδιατε−Τερm Θυαρτερ ΨΤD Ψεαρ 3 Ψεαρσ 5 Ψεαρσ 10 Ψεαρσ 15 Ψεαρσ

Ιντερmεδιατε Στψλε 0.26 4.31 3.83 3.05 2.85 4.62 4.62

Βλοοmβεργ Βαρχλαψσ Ιντερm Γοϖ/Χρεδιτ 0.16 4.24 3.52 2.80 2.45 4.17 4.22

Σηορτ−Τερm Θυαρτερ ΨΤD Ψεαρ 3 Ψεαρσ 5 Ψεαρσ 10 Ψεαρσ 15 Ψεαρσ

Dεφενσιϖε Στψλε 0.15 1.94 1.72 1.47 1.48 2.89 3.01

Βλοοmβεργ Βαρχλαψσ Γοϖ/Χρεδιτ 1−3 Ψρ 0.02 1.68 1.31 1.09 1.05 2.59 2.80

Βανκ Λοανσ Θυαρτερ ΨΤD Ψεαρ 3 Ψεαρσ 5 Ψεαρσ 10 Ψεαρσ 15 Ψεαρσ

Βανκ Λοαν Στψλε 2.86 7.43 5.70 3.78 5.55 4.91 5.03

Χρεδιτ Συισσε Λεϖεραγεδ Λοανσ 3.10 7.46 5.35 3.60 5.30 4.24 4.79

Ηιγη Ψιελδ Θυαρτερ ΨΤD Ψεαρ 3 Ψεαρσ 5 Ψεαρσ 10 Ψεαρσ 15 Ψεαρσ

Ηιγη Ψιελδ Στψλε 5.08 12.70 10.86 5.20 8.28 7.64 8.61

Βλοοmβεργ Βαρχλαψσ Χορπ Ηιγη Ψιελδ 5.55 15.11 12.73 5.28 8.34 7.71 8.63

Υνχονστραινεδ Θυαρτερ ΨΤD  Ψεαρ 3 Ψεαρσ 5 Ψεαρσ 10 Ψεαρσ 15 Ψεαρσ

Υνχονστραινεδ Φιξεδ Στψλε 2.21 3.95 4.56 2.36 3.87 4.60 6.44

90 Dαψ Τ−Βιλλ + 3% 0.84 2.48 3.27 3.12 3.11 3.92 4.38

Σταβλε ςαλυε Θυαρτερ ΨΤD Ψεαρ 3 Ψεαρσ 5 Ψεαρσ 10 Ψεαρσ 15 Ψεαρσ

Σταβλε ςαλυε Στψλε 0.48 1.42 1.88 1.76 1.94 2.85 3.58

ιΜονεψΝετ Μυτυαλ Φυνδ Αϖγ 0.03 0.08 0.09 0.04 0.03 0.82 �

ΤΙΠΣ Θυαρτερ ΨΤD Ψεαρ 3 Ψεαρσ 5 Ψεαρσ 10 Ψεαρσ 15 Ψεαρσ

Inlation-Linked Style 1.00 7.28 6.62 2.40 1.96 4.58 5.50

Βλοοmβεργ Βαρχλαψσ ΤΙΠΣ 0.96 7.27 6.58 2.40 1.93 4.48 5.39

Μυνιχιπαλ Θυαρτερ ΨΤD Ψεαρ 3 Ψεαρσ 5 Ψεαρσ 10 Ψεαρσ 15 Ψεαρσ

Σηορτ Μυνιχιπαλ Στψλε −0.04 0.75 0.82 0.83 0.94 1.81 1.96

Βλοοmβεργ Βαρχλαψσ Μυνιχιπαλ 1−5 Ψρ −0.16 1.38 1.59 1.74 1.67 3.07 3.09

Ιντερmεδιατε Μυνιχιπαλ Στψλε −0.26 3.28 4.64 4.13 3.52 3.91 4.00

Βλοοmβεργ Βαρχλαψσ Μυνιχιπαλ 1−10 Ψρ −0.11 2.58 3.40 3.34 2.95 4.04 4.02

Λονγ Μυνιχιπαλ Στψλε −0.21 4.14 5.83 5.74 4.95 5.03 5.19

Βλοοmβεργ Βαρχλαψσ Μυνιχιπαλ −0.30 4.01 5.58 5.54 4.48 4.75 4.89

*Returns for less than one year are not annualized.

Sources: Bloomberg Barclays, Callan, Citigroup, Merrill Lynch

Υ.Σ. ΦΙΞΕD ΙΝΧΟΜΕ (Χοντινυεδ)
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Γλοβε−Τροττινγ φορ Ψιελδ

ΝΟΝ−Υ.Σ. ΦΙΞΕD ΙΝΧΟΜΕ |  Κψλε Φεκετε

In an extraordinary effort to stimulate economic growth and inla−

τιον, τηε Βανκ οφ ϑαπαν ιντροδυχεδ α 0% ψιελδ−ταργετ φορ 10−ψεαρ 

bonds, aiming to exceed its 2% inlation objective. The central 
βανκ αλσο ιντενδσ το mαινταιν ιτσ νεγατιϖε σηορτ ρατε στανχε ιν αν 

effort to steepen the yield curve and thus help increase proit−
αβιλιτψ φορ βανκσ. Τηε βανκ�σ γοϖερνορ τερmεδ τηε νεω πολιχψ α 

�ρεινφορχεmεντ� οφ ιτσ θυαντιτατιϖε εασινγ (ΘΕ) προγραm. Χεντραλ 

βανκσ ηαϖε τψπιχαλλψ ταργετεδ σηορτ−τερm ρατεσ ιν ΘΕ προγραmσ, 

φοχυσινγ ον mατυριτιεσ οφ λεσσ τηαν α ψεαρ. Ψιελδ ον ϑαπαν�σ  

10−ψεαρ γοϖερνmεντ βονδ σεττλεδ ατ −0.09% ατ τηε ενδ οφ τηε 

θυαρτερ. 

 

Overall, the European sovereign bond market was lat as the 
Ευροπεαν Χεντραλ Βανκ λεφτ ιντερεστ ρατεσ υνχηανγεδ. Τηε 

Θυαρτερλψ Ρετυρνσ φορ Νον−Υ.Σ. Γοϖερνmεντ Ινδιχεσ

Χουντρψ

Χουντρψ 

Dεβτ (∃)

Χουντρψ 

Dεβτ

Λοχαλ  

Χυρρενχψ Wειγητ∗

Αυστραλια 3.60% 0.80% 2.77% 2.29%

Αυστρια 1.81% 0.65% 1.16% 1.74%

Βελγιυm 1.48% 0.32% 1.16% 2.93%

Χαναδα −0.67% 0.52% −1.18% 2.32%

Dενmαρκ 0.96% −0.10% 1.07% 0.82%

Φινλανδ 1.67% 0.51% 1.16% 0.67%

Φρανχε 1.37% 0.21% 1.16% 11.72%

Γερmανψ 0.98% −0.18% 1.16% 8.60%

Ιρελανδ 2.28% 1.11% 1.16% 0.95%

Ιταλψ 2.31% 1.14% 1.16% 11.07%

ϑαπαν −0.92% −2.19% 1.31% 34.89%

Μαλαψσια −0.66% 1.90% −2.51% 0.53%

Μεξιχο −4.22% 0.47% −4.67% 0.98%

Νετηερλανδσ 1.29% 0.13% 1.16% 2.70%

Νορωαψ 3.53% −1.12% 4.70% 0.30%

Πολανδ 3.81% 0.30% 3.50% 0.71%

Σινγαπορε 0.22% 1.52% −1.29% 0.45%

Σουτη Αφριχα 10.29% 3.56% 6.50% 0.55%

Σπαιν 3.39% 2.21% 1.16% 6.45%

Σωεδεν −0.63% 0.48% −1.11% 0.52%

Σωιτζερλανδ −0.08% −0.57% 0.50% 0.27%

Υ.Κ. −0.37% 2.52% −2.83% 8.54%

*Weight in the Citi Non-U.S. World Government Bond Index. 

Source: Citigroup

Βλοοmβεργ Βαρχλαψσ Γλοβαλ Αγγρεγατε Ινδεξ ροσε 0.82% 

(+0.53% ηεδγεδ). Τηε ΕΧΒ χοmmιττεδ το α mοντηλψ ΘΕ προ−

γραm οφ βυψινγ �80 βιλλιον ιν γοϖερνmεντ βονδσ, ασσετ−βαχκεδ 

σεχυριτιεσ, ανδ χορπορατε δεβτ τηρουγη Μαρχη 2017; ηοωεϖερ, 

Πρεσιδεντ Μαριο Dραγηι αννουνχεδ α ρεϖιεω οφ τηε προγραm το 

ενσυρε ινϖεσταβλε ασσετσ ωουλδ νοτ δρψ υπ. Ψιελδ ον τηε Γερmαν 

10−ψεαρ βυνδ νοτχηεδ υπ α βασισ ποιντ το −0.12%. Τηερε ισ νοω 

οϖερ ∃12 τριλλιον οφ νεγατιϖε−ψιελδινγ δεβτ γλοβαλλψ, ωιτη ϑαπαν 

αχχουντινγ φορ νεαρλψ ηαλφ ανδ Wεστερν Ευροπε�ναmελψ Φρανχε, 

Γερmανψ, ανδ τηε Νετηερλανδσ�τηε οτηερ ηαλφ. Ινϖεστορσ� συσ−

ταινεδ ηυντ φορ ψιελδ ωασ εϖιδεντ ιν Ευροπεαν βονδ πριχινγ ασ 

περιπηερψ γοϖερνmεντ Τρεασυριεσ τενδεδ το δεχλινε mορε τηαν 

τηειρ χορε ευροζονε χουντερπαρτσ. Τηε Σπανιση ανδ Ιταλιαν 

10−ψεαρ ψιελδσ δεχλινεδ 28 βπσ ανδ 7 βπσ το 0.88% ανδ 1.91%, 

ρεσπεχτιϖελψ. Τηε ευρο ινχρεασεδ 1.16% αγαινστ τηε Υ.Σ. δολλαρ.

Dεσπιτε τηε εχονοmιχ ανδ πολιτιχαλ υνχερταιντψ τηε Βρεξιτ ϖοτε 

λεφτ ιν ιτσ ωακε, ωηεν Υ.Κ. ϖοτερσ χηοσε το λεαϖε τηε Ευροπεαν 

Υνιον ανδ τηε Βριτιση πουνδ πλυmmετεδ 2.83%, δατα ρελεασεδ 

showed no immediate negative effect on conidence or produc−

τιϖιτψ. Ψιελδ ον τηε 10−ψεαρ γιλτ φελλ 12 βπσ το +0.75%.

Τηε δεϖελοπινγ mαρκετσ αδϖανχεδ φορ τηε φουρτη στραιγητ 

θυαρτερ ιν σπιτε οφ mυλτιπλε πολιτιχαλ ηεαδωινδσ, ινχλυδινγ τηε 

Εmεργινγ Σπρεαδσ Οϖερ Dεϖελοπεδ (Βψ Ρεγιον)
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ΝΟΝ−Υ.Σ. ΦΙΞΕD ΙΝΧΟΜΕ (Χοντινυεδ)

ιmπεαχηmεντ οφ Βραζιλ�σ πρεσιδεντ ανδ τηε φαιλεδ Τυρκιση χουπ. 

Τηε ηαρδ χυρρενχψ ϑ.Π. Μοργαν ΕΜΒΙ Γλοβαλ Ινδεξ χλιmβεδ 

4.04%. Λοχαλ χυρρενχψ δεβτ, ασ mεασυρεδ βψ τηε ϑ.Π. Μοργαν 

GBI-EM Global Diversiied Index, τιχκεδ υπ 2.68%.  

  Global Non-U.S.  Global High Em Debt Em Debt 
  Fixed Style Fixed Style Yld Style Style (US$) Style (local)

 10th Percentile 2.18 2.71 6.54 5.34 3.33

 25th Percentile 1.73 2.11 5.92 5.04 2.72

 Median 1.08 1.16 5.42 4.63 2.45

 75th Percentile 0.74 0.87 4.97 4.23 1.97

 90th Percentile 0.38 0.23 3.81 3.48 1.66

    Barclays Barclays Barclays JPM EMBI JPM GBI-EM
  Gl Agg Gl Agg ex US High Yld Gl Div Gl Div

 Benchmark  0.82 1.03 5.3 4.04 2.68

0%

2%

4%

6%

8%

Χαλλαν Στψλε Γρουπ Θυαρτερλψ Ρετυρνσ

Χαλλαν Στψλε Μεδιαν ανδ Ινδεξ Ρετυρνσ∗ φορ Περιοδσ ενδεδ Σεπτεmβερ 30, 2016

Γλοβαλ Φιξεδ Ινχοmε Θυαρτερ ΨΤD Ψεαρ 3 Ψεαρσ 5 Ψεαρσ 10 Ψεαρσ 15 Ψεαρσ

Γλοβαλ Φιξεδ Ινχοmε Στψλε 1.08 9.70 8.88 2.39 2.15 4.91 6.14

Βλοοmβεργ Βαρχλαψσ Γλοβαλ Αγγρεγατε 0.82 9.85 8.83 2.13 1.74 4.26 5.13

Γλοβαλ Φιξεδ Ινχοmε Στψλε (ηεδγεδ) 1.05 6.96 7.26 5.52 4.95 5.44 5.64

Βλοοmβεργ Βαρχλαψσ Γλοβαλ Αγγρεγατε (ηεδγεδ) 0.53 6.44 6.54 5.05 4.26 4.73 4.73

Ηιγη Ψιελδ Θυαρτερ ΨΤD Ψεαρ 3 Ψεαρσ 5 Ψεαρσ 10 Ψεαρσ 15 Ψεαρσ

Γλοβαλ Ηιγη Ψιελδ Στψλε 5.42 13.65 12.46 3.91 7.61 7.03 9.74

Βλοοmβεργ Βαρχλαψσ Γλοβαλ Ηιγη Ψιελδ 5.30 14.49 13.51 4.97 8.56 7.87 9.43

Νον−Υ.Σ. Φιξεδ Ινχοmε Θυαρτερ ΨΤD Ψεαρ 3 Ψεαρσ 5 Ψεαρσ 10 Ψεαρσ 15 Ψεαρσ

Νον−Υ.Σ. Φιξεδ Ινχοmε Στψλε 1.16 12.95 11.41 1.52 2.01 4.48 6.26

Βλοοmβεργ Βαρχλαψσ Γλοβαλ Αγγρεγατε εξ ΥΣ 1.03 13.09 11.67 0.75 0.70 3.82 5.41

Εmεργινγ Μαρκετσ Φιξεδ Ινχοmε Θυαρτερ ΨΤD Ψεαρ 3 Ψεαρσ 5 Ψεαρσ 10 Ψεαρσ 15 Ψεαρσ

Εmεργινγ Dεβτ Στψλε (ΥΣ∃) 4.63 16.27 18.15 7.02 7.81 8.13 11.06

JPM EMBI Global Diversiied 4.04 14.77 16.20 8.20 7.76 7.73 9.57

Εmεργινγ Dεβτ Στψλε (λοχαλ) 2.45 16.95 16.83 −2.14 0.22 5.21 7.25

JPM GBI-EM Global Diversiied 2.68 17.07 17.06 −2.58 0.06 5.52 �

Εmεργινγ Dεβτ Βλενδ Στψλε 3.59 15.14 16.15 2.13 3.94 8.07 12.69

ϑΠΜ ΕΜΒΙ Γλ Dιϖ/ϑΠΜ ΓΒΙ−ΕΜ Γλ Dιϖ 3.36 16.11 16.83 2.81 3.95 6.72 �

Εmεργινγ Dεβτ Χορπορατε Στψλε 3.59 12.81 13.05 6.55 8.08 � �

ϑΠΜ ΧΕΜΒΙ 3.25 12.57 13.34 6.38 7.31 7.16 �

*Returns less than one year are not annualized. 

Sources: Bloomberg Barclays, Callan, JPMorgan

Sources: Bloomberg Barclays, Callan, JPMorgan Chase
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Ρετυρνσ Τακε α Συmmερ ςαχατιον

ΡΕΑΛ ΕΣΤΑΤΕ |  Κεϖιν Ναγψ

Τηε ΝΧΡΕΙΦ Προπερτψ Ινδεξ∗ γαινεδ 1.77% δυρινγ τηε σεχονδ 

θυαρτερ (1.16% φροm ινχοmε ανδ 0.60% φροm αππρεχιατιον), ιτσ 

worst performance since the irst quarter of 2010. In addition, 
αππρεχιατιον φελλ φορ τηε σιξτη χονσεχυτιϖε θυαρτερ.

Ιν α ρεπεατ οφ τηε σεχονδ θυαρτερ, Ινδυστριαλ (+2.89%) ανδ Ρεταιλ 

(+1.98%) topped property sector performance, and Ofice 
(+1.26%) ανδ Ηοτελσ (+1.35%) ωερε τηε ωορστ περφορmερσ 

αγαιν. Τηε Wεστ ρεγιον λεδ τηε ωαψ (+2.19%) ωηιλε τηε Μιδωεστ 

(+1.46%) ωασ τηε ωεακεστ. Τρανσαχτιον ϖολυmε ωασ ∃9.6 βιλλιον, 

α 7% ινχρεασε οϖερ τηε πρεϖιουσ θυαρτερ ανδ α 20% ινχρεασε 

οϖερ τηε σαmε περιοδ ιν 2015. Αππραισαλ χαπιταλιζατιον ρατεσ φελλ 

το 4.48%, αν αλλ−τιmε λοω. Τηε σπρεαδ βετωεεν αππραισαλ χαπιταλ−

ιζατιον ρατεσ ανδ τρανσαχτιον χαπιταλιζατιον ρατεσ ωιδενεδ το 180 

βασισ ποιντσ, τηε λαργεστ σινχε τηε τηιρδ θυαρτερ οφ 2009.

Οχχυπανχψ ρατεσ χοντινυεδ το χλιmβ, σεττινγ α νεω 15−ψεαρ ηιγη 

ατ 93.22%. Ρεταιλ ανδ Απαρτmεντ οχχυπανχψ ρατεσ φελλ σλιγητλψ; 

Industrial and Ofice rates increased. Apartments were the only 
προπερτψ τψπε το εξπεριενχε α δροπ ψεαρ−το−δατε. 

Τηε πρελιmιναρψ ρετυρν φορ τηε NCREIF Open End Diversiied 
Core Equity Index∗ ωασ 1.83%; 0.90% οφ τηατ ωασ ινχοmε ανδ 

0.94% φροm αππρεχιατιον. Τηισ συρπασσεδ λαστ θυαρτερ ασ τηε 

lowest since the irst quarter of 2010. Income returns stayed in 
λινε ωιτη παστ θυαρτερσ, βυτ αππρεχιατιον ρεαχηεδ ιτσ λοωεστ λεϖελ 

since the irst quarter of 2010. Low long-term interest rates have 
βεεν α στρονγ ταιλωινδ φορ Υ.Σ. ρεαλ εστατε περφορmανχε ιν ρεχεντ 

θυαρτερσ, βυτ εξπεχτατιονσ οφ α Φεδ ρατε ινχρεασε ηαϖε συχκεδ 

τηε ωινδ φροm ιτσ σαιλσ. 

Γλοβαλ ρεαλ εστατε ινϖεστmεντ τρυστσ (ΡΕΙΤσ), τραχκεδ βψ τηε 

ΦΤΣΕ ΕΠΡΑ/ΝΑΡΕΙΤ Dεϖελοπεδ ΡΕΙΤ Ινδεξ (ΥΣD), ουτπερ−

φορmεδ τηειρ Υ.Σ. χουντερπαρτσ ανδ ποστεδ α 1.46% ρετυρν. Υ.Σ. 

ΡΕΙΤσ, ασ mεασυρεδ βψ τηε FTSE NAREIT Equity REITs Index, 

λοστ 1.43% φορ τηε θυαρτερ. 

Ιν τηε Υ.Σ., ΡΕΙΤσ σταρτεδ τηε θυαρτερ στρονγ, ριδινγ τηε ποστ−

Βρεξιτ βουνχε τηατ φολλοωεδ τηε Υ.Κ.�σ συρπρισε ϖοτε το λεαϖε 

τηε Ευροπεαν Υνιον. Τηε γαινσ ωουλδ νοτ λαστ, ηοωεϖερ, ασ 

mιξεδ εχονοmιχ δατα φυελεδ χονχερνσ οφ α Φεδεραλ Ρεσερϖε 

rate increase. Timber (+7.72%), Industrial (+6.67%), and Ofice 
(+3.24%) ωερε τηε στρονγεστ−περφορmινγ σεχτορσ φορ τηε θυαρτερ. 

Σπεχιαλτψ (−9.93%), Dατα Χεντερσ (−9.02%), ανδ Ρεταιλ (−2.62%) 

ωερε σοmε οφ τηε λαγγαρδσ. Σελφ−στοραγε (−12.20%) στρυγγλεδ φορ 

τηε σεχονδ στραιγητ θυαρτερ ανδ ωασ τηε ωορστ περφορmινγ σεχτορ. 

Ινϖεστορσ αππεαρεδ το βε σηιφτινγ mονεψ ιντο mορε εχονοmιχαλλψ 

σενσιτιϖε Υ.Σ. στοχκσ, ωηιχη γενεραλλψ περφορmεδ ωελλ ον τηε 

βαχκ οφ mοδεστ λονγ−τερm ψιελδ ινχρεασεσ. Αντιχιπατιον οφ α Φεδ 

ρατε ηικε αλσο προmπτεδ σοmε ινϖεστορσ το σελλ ουτ οφ χροωδεδ 

δεφενσιϖε ποσιτιονσ συχη ασ ΡΕΙΤσ ιντο mορε χψχλιχαλ στοχκσ. Ασ 

οφ Σεπτεmβερ 30, Υ.Σ. ΡΕΙΤσ ωερε τραδινγ ατ α 12.3% πρεmιυm 

το νετ ασσετ ϖαλυε, mορε τηαν α 500 βασισ ποιντ ινχρεασε οϖερ τηε 

πρεϖιουσ θυαρτερ. 

Ασ τηε δυστ σεττλεσ φροm τηε ινιτιαλ σηοχκ οφ Βρεξιτ, τηε ιmπαχτ 

ον Υ.Κ. ρεαλ εστατε ισ βεγιννινγ το βε αππαρεντ. Τρανσαχτιον 

evidence shows City of London and West End ofices were the 
mοστ αφφεχτεδ δυε το υνχερταιντψ αβουτ τηε χιτψ�σ φυτυρε ασ α 

inancial hub. Industrial assets were the least affected. Outside 
οφ τηε Υ.Κ., τηε Νορδιχ χουντριεσ ωερε τηε στρονγεστ περφορmερσ. 

Ρολλινγ Ονε−Ψεαρ Ρετυρνσ
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*Index subreturns are calculated separately from index return and may not total. Source: Callan
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Signs that the economies of Norway and Finland may inally be 
ον τηε χυσπ οφ γροωτη ηαϖε λεδ το ρεχορδ λεϖελσ οφ ινϖεστmεντ 

ανδ ινχρεασεσ ιν προπερτψ ϖαλυε. Φρανχε αλσο περφορmεδ ωελλ 

ασ τηε εχονοmψ ρεχοϖερεδ φροm α σλυγγιση σεχονδ θυαρτερ ανδ 

employment growth propelled ofice returns upward.

ΡΕΑΛ ΕΣΤΑΤΕ (Χοντινυεδ)

Χαλλαν Dαταβασε Μεδιαν ανδ Ινδεξ Ρετυρνσ∗ φορ Περιοδσ ενδεδ Σεπτεmβερ 30, 2016

Πριϖατε Ρεαλ Εστατε Θυαρτερ ΨΤD Ψεαρ 3 Ψεαρσ 5 Ψεαρσ 10 Ψεαρσ 15 Ψεαρσ

Ρεαλ Εστατε Dαταβασε (νετ οφ φεεσ) 1.62 5.85 9.34 11.64 11.74 4.58 7.33

ΝΧΡΕΙΦ Προπερτψ 1.77 6.13 9.22 11.31 11.18 7.22 8.93

ΝΦΙ−ΟDΧΕ (ϖαλυε ωτδ. νετ) 1.83 5.80 9.08 11.42 11.34 5.05 7.03

Πυβλιχ Ρεαλ Εστατε Θυαρτερ ΨΤD Ψεαρ 3 ψεαρσ 5 Ψεαρσ 10 Ψεαρσ 15 Ψεαρσ

ΡΕΙΤ Dαταβασε −1.15 9.61 17.67 14.49 16.28 7.05 12.57

ΦΤΣΕ ΝΑΡΕΙΤ Εθυιτψ −1.43 11.75 19.86 14.22 15.91 6.35 11.38

Γλοβαλ Πυβλιχ Ρεαλ Εστατε Θυαρτερ ΨΤD Ψεαρ 3 ψεαρσ 5 Ψεαρσ 10 Ψεαρσ 15 Ψεαρσ

Γλοβαλ ΡΕΙΤ Dαταβασε 1.36 9.06 13.66 9.14 13.77 4.73 10.87

ΦΤΣΕ ΕΠΡΑ/ΝΑΡΕΙΤ Dεϖελοπεδ ΡΕΙΤ 1.46 10.97 15.85 8.60 13.17 4.16 10.67

Γλοβαλ εξ Υ.Σ. Πυβλιχ Ρεαλ Εστατε Θυαρτερ ΨΤD Ψεαρ 3 ψεαρσ 5 Ψεαρσ 10 Ψεαρσ 15 Ψεαρσ

Γλοβαλ εξ−Υ.Σ. ΡΕΙΤ Dαταβασε 4.51 7.75 8.49 2.98 11.00 2.41 �

ΕΠΡΑ/ΝΑΡΕΙΤ Dεϖ ΡΕΙΤσ εξ−Υ.Σ. 4.28 10.44 11.66 3.21 10.42 2.57 10.59

*Returns for less than one year are not annualized.

All REIT returns are reported gross in USD. 

Sources: Callan, NAREIT, NCREIF, The FTSE Group. NCREIF statistics are the product of  direct queries and may luctuate over time.

ΝΧΡΕΙΦ Τρανσαχτιον ανδ Αππραισαλ Χαπιταλιζατιον Ρατεσ ΝΧΡΕΙΦ Χαπιταλιζατιον Ρατεσ βψ Προπερτψ Τψπε
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Χολλατεραλιζεδ mορτγαγε−βαχκεδ σεχυριτιεσ (ΧΜΒΣ) ισσυανχε φορ 

τηε θυαρτερ ωασ ∃19.5 βιλλιον, α ηυγε ϕυmπ φροm τηε ∃12.1 βιλ−

λιον ιν τηε σεχονδ θυαρτερ. Wηιλε ισσυανχε ωασ υπ θυαρτερ−οϖερ−

θυαρτερ, ιτ ωασ στιλλ δοων χοmπαρεδ το τηε τηιρδ θυαρτερ οφ 2015 

(∃25.3 βιλλιον). 

Source: NCREIF

Note: Transaction capitalization rate is equal weighted.

Source: NCREIF

Note: Capitalization rates are appraisal-based.
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Private Equity Performance Database (%) (Ποολεδ Ηοριζον ΙΡΡσ τηρουγη Μαρχη 31, 2016∗)

Στρατεγψ 3 Μοντησ Ψεαρ 3 Ψεαρσ 5 Ψεαρσ 10 Ψεαρσ 15 Ψεαρσ 20 Ψεαρσ

Αλλ ςεντυρε −2.4 6.6 20.6 15.0 10.4 5.3 23.2 

Γροωτη Εθυιτψ −0.1 6.0 12.7 10.5 11.1 10.3 13.9 

Αλλ Βυψουτσ 2.1 9.7 12.8 11.5 10.9 12.3 12.7 

Μεζζανινε 3.0 8.0 9.3 10.2 9.6 8.5 9.4 

Dιστρεσσεδ 0.6 0.4 7.8 8.3 9.3 10.6 10.6 

All Private Equity 0.8 7.5 13.3 11.5 10.6 10.2 13.5 

Σ&Π 500 1.4 1.8 11.8 11.6 7.0 6.0 8.0 

Ρυσσελλ 3000 1.0 −0.3 11.2 11.0 6.9 6.4 8.0 

Private equity returns are net of  fees. 

Sources: Standard & Poor’s, Thomson/Cambridge 

*Most recent data available at time of  publication.

Στιχκερ Σηοχκ     

ΠΡΙςΑΤΕ ΕΘΥΙΤΨ |  Γαρψ Ροβερτσον

Τηιρδ−θυαρτερ φυνδραισινγ χοmmιτmεντσ τοταλεδ ∃38.6 βιλλιον ωιτη 

143 νεω παρτνερσηιπσ φορmεδ, Πριϖατε Εθυιτψ Αναλψστ ρεπορτεδ. 

Τηε νυmβερ οφ νεω φυνδσ δροππεδ βψ 27% φροm 196 ιν τηε σεχ−

ονδ θυαρτερ, ανδ δολλαρ ϖολυmε πλυmmετεδ 62% φροm ∃102.2 βιλ−

λιον. Βυτ τηισ ψεαρ ισ τραχκινγ χλοσελψ το 2015, τραιλινγ βψ ονλψ ∃3 

βιλλιον (1%) ιν χοmmιτmεντσ ανδ 41 (6%) ιν νεω παρτνερσηιπσ. 

Τηε ινϖεστmεντ παχε βψ φυνδσ ιντο χοmπανιεσ mαινταινεδ 

mοmεντυm, αχχορδινγ το Βυψουτσ νεωσλεττερ, τοταλινγ 385 τρανσ−

αχτιονσ, υπ 8% φροm 356 ιν τηε σεχονδ θυαρτερ βυτ δοων 5% 

φροm 406 α ψεαρ αγο. Τηε αννουνχεδ αγγρεγατε δολλαρ ϖολυmε 

ωασ ∃39 βιλλιον, υπ 4% φροm ∃37.6 βιλλιον ιν τηε σεχονδ θυαρτερ 

and up signiicantly from the $11.6 billion a year ago. Just eight 
δεαλσ ωιτη αννουνχεδ ϖαλυεσ οφ ∃1 βιλλιον ορ mορε χλοσεδ ιν τηε 

θυαρτερ, βυτ τηατ ωασ υπ φροm σιξ ιν τηε σεχονδ θυαρτερ.

Νεω ινϖεστmεντσ ιν ϖεντυρε χαπιταλ χοmπανιεσ τοταλεδ 1,796 

ρουνδσ ανδ ∃15 βιλλιον οφ αννουνχεδ ϖολυmε, αχχορδινγ το τηε 

Νατιοναλ ςεντυρε Χαπιταλ Ασσοχιατιον. Τηε νυmβερ οφ ρουνδσ 

δεχρεασεδ 11% φροm 2,026 ιν τηε σεχονδ θυαρτερ, ανδ τηε δολλαρ 

ϖολυmε δροππεδ 32% φροm ∃22.1 βιλλιον. 

Ρεγαρδινγ εξιτσ, Βυψουτσ ρεπορτσ τηερε ωερε 142 πριϖατε Μ&Α 

εξιτσ οφ βυψουτ−βαχκεδ χοmπανιεσ, ωιτη 38 δεαλσ δισχλοσινγ 

Φυνδσ Χλοσεδ ϑανυαρψ 1 το Σεπτεmβερ 30, 2016

Στρατεγψ Νο. οφ Φυνδσ Αmτ (∃mm) Περχεντ

ςεντυρε Χαπιταλ 274 32,312 17%

Βυψουτσ 171 122,487 63%

Συβορδινατεδ Dεβτ 11 3,220 2%

Dιστρεσσεδ Dεβτ 17 17,250 9%

Σεχονδαρψ ανδ Οτηερ 15 12,284 6%

Φυνδ−οφ−φυνδσ 28 6,451 3%

Τοταλσ 516 194,004 100%

Source: Private Equity Analyst

ϖαλυεσ τοταλινγ ∃27.5 βιλλιον. Τηε Μ&Α εξιτσ χουντ ωασ υπ 20% 

φροm 118 ιν τηε σεχονδ θυαρτερ, ανδ τηε αννουνχεδ ϖαλυε 

ινχρεασεδ 12% φροm ∃24.6 βιλλιον. Τηερε ωερε τωο βυψουτ−

backed IPOs loating an aggregate $551.6 million, down from 
three loating $1.6 billion in the second quarter.

ςεντυρε−βαχκεδ Μ&Α εξιτσ τοταλεδ 192 τρανσαχτιονσ, ωιτη α 

δισχλοσεδ δολλαρ ϖολυmε οφ ∃13.4 βιλλιον. Τηε νυmβερ οφ πριϖατε 

σαλε εξιτσ ινχρεασεδ 19% φροm 161 ιν τηε σεχονδ θυαρτερ, βυτ 

τηε αννουνχεδ δολλαρ ϖολυmε δεχλινεδ 17% φροm τηε σεχονδ 

θυαρτερ�σ ∃16.1 βιλλιον. Τηερε ωερε 14 ςΧ−βαχκεδ ΙΠΟσ ιν τηε 

third quarter with a combined loat of $1 billion. For comparison, 
τηε σεχονδ θυαρτερ οφ 2016 ηαδ 13 ΙΠΟσ ανδ τοταλ ισσυανχε οφ 

∃876.1 mιλλιον.

Note: Transaction count and dollar volume igures across all private equity measures are preliminary igures and are subject to update in subsequent versions of  Capital Market 

Review and other Callan publications.



20

Χαλλαν Dαταβασε Μεδιαν ανδ Ινδεξ Ρετυρνσ∗ φορ Περιοδσ ενδεδ Σεπτεmβερ 30, 2016

Θυαρτερ ΨΤD Ψεαρ 3 Ψεαρσ 5 Ψεαρσ 10 Ψεαρσ 15 Ψεαρσ

Ηεδγε Φυνδ−οφ−Φυνδσ Dαταβασε 2.92 0.19 0.55 2.64 5.03 3.70 4.84

ΧΣ Ηεδγε Φυνδ Ινδεξ 1.74 0.09 −0.03 2.53 4.25 4.21 5.81

ΧΣ Εθυιτψ Μαρκετ Νευτραλ 1.59 −1.98 −2.02 1.17 2.12 −2.45 0.75

ΧΣ Χονϖερτιβλε Αρβιτραγε 3.83 6.16 5.54 2.14 4.01 3.98 4.55

ΧΣ Φιξεδ Ινχοmε Αρβιτραγε 2.61 2.39 2.42 2.88 4.59 3.50 4.23

ΧΣ Μυλτι−Στρατεγψ 2.55 3.21 3.74 5.86 7.33 5.66 6.79

ΧΣ Dιστρεσσεδ 2.75 2.71 0.91 1.59 5.43 4.20 7.02

ΧΣ Ρισκ Αρβιτραγε 2.30 5.08 5.93 1.71 2.61 3.59 3.71

ΧΣ Εϖεντ−Dριϖεν Μυλτι−Στρατεγψ 3.06 −0.51 −3.04 −0.56 3.71 4.11 6.13

ΧΣ Λονγ/Σηορτ Εθυιτψ 1.88 −3.23 −1.70 3.99 6.56 4.76 6.12

ΧΣ Dεδιχατεδ Σηορτ Βιασ −12.06 −18.35 −21.86 −8.80 −15.43 −10.95 −9.05

ΧΣ Γλοβαλ Μαχρο 0.58 −0.97 −0.36 1.68 2.34 5.75 7.98

ΧΣ Μαναγεδ Φυτυρεσ −3.23 −1.26 −2.30 6.80 0.98 4.09 4.93

ΧΣ Εmεργινγ Μαρκετσ 4.20 4.74 7.67 3.48 4.99 4.62 8.76

*Returns less than one year are not annualized. Sources: Callan, Credit Suisse. 

Χαν�τ Στοπ τηε Φεελινγ

ΗΕDΓΕ ΦΥΝDΣ |  ϑιm ΜχΚεε

Dεσπιτε τηε σοmβερ mοοδ σπυρρεδ βψ τηε Βρεξιτ ϖοτε χλοσινγ ουτ 

the prior quarter, capital markets got back on the dance loor 
ιν τηε τηιρδ θυαρτερ. Χεντραλ βανκερσ λετ ιτ βε κνοων τηατ τηειρ 

mυσιχ οφ εασψ mονεψ πολιχιεσ ωουλδ νοτ στοπ. ΜΣΧΙ Εmεργινγ 

Μαρκετσ (+9.03%) λεδ τηε βεατ υπωαρδ, βυτ τηε Σ&Π 500 

(+3.85%) ηιτ ανοτηερ ρεχορδ ηιγη. Ηιγηερ ινχοmε χοντινυεδ το 

βε αλλυρινγ ασ τηε Βλοοmβεργ Βαρχλαψσ Χορπορατε Ηιγη Ψιελδ 

Ινδεξ ϕυmπεδ 5.55%. 

Ηιγηλιγητινγ ραω ηεδγε φυνδ περφορmανχε ωιτηουτ ιmπλεmεντα−

τιον χοστσ, τηε Χρεδιτ Συισσε Ηεδγε Φυνδ Ινδεξ (ΧΣ ΗΦΙ) ροσε 

1.74% ιν τηε τηιρδ θυαρτερ. Ασ α βενχηmαρκ οφ αχτυαλ ηεδγε φυνδ 

πορτφολιοσ, τηε mεδιαν mαναγερ ιν τηε Χαλλαν Ηεδγε Φυνδ−οφ−

Φυνδσ Dαταβασε αδϖανχεδ 2.92%, νετ οφ αλλ φεεσ. 

Wιτηιν ΧΣ ΗΦΙ, τηε βεστ−περφορmινγ στρατεγψ λαστ θυαρτερ ωασ 

Εmεργινγ Μαρκετσ (+4.20%), συππορτεδ βψ στρονγ δεβτ ανδ 

εθυιτψ mαρκετσ αmιδ γροωινγ εχονοmιεσ. Τιγητενινγ χρεδιτ 

σπρεαδσ ανδ ιmπροϖινγ φυνδαmενταλσ συππορτεδ Χονϖερτιβλε 

Αρβ (+3.83%), Εϖεντ−Dριϖεν Μυλτι−Στρατεγψ (+3.06%), ανδ 

Dιστρεσσεδ (+2.75%). Αιδεδ βψ στρονγ εθυιτψ ταιλωινδσ, Λονγ/

Σηορτ Εθυιτψ γαινεδ 1.88%. Χηοππψ mαρκετσ χαυγητ τηε τρενδ−

φολλοωινγ χροωδσ οφ Μαναγεδ Φυτυρεσ (-3.23%) a bit lat-footed.

Wιτηιν Χαλλαν�σ Ηεδγε Φυνδ−οφ−Φυνδσ Dαταβασε, τηε mεδιαν 

Χαλλαν Λονγ/Σηορτ Εθυιτψ ΦΟΦ (+4.26%) ουτπαχεδ τηε Χαλλαν 

Αβσολυτε Ρετυρν ΦΟΦ (+2.10%). Wιτη διϖερσιφψινγ εξποσυρεσ το 

βοτη νον−διρεχτιοναλ ανδ διρεχτιοναλ στψλεσ, τηε Core Diversiied 
ΦΟΦ γαινεδ 2.91%.

  Absolute Return Core Diversified Long/Short Eq
  FOF Style FOF Style FOF Style

 10th Percentile 3.01 3.88 5.57

 25th Percentile 2.92 3.56 4.91

 Median 2.10 2.91 4.26

 75th Percentile 1.28 2.03 3.33

 90th Percentile 1.08 1.07 2.38

 T-Bills + 5% 1.32 1.32 1.32
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Χαλλαν Στψλε Γρουπ Θυαρτερλψ Ρετυρνσ

Sources: Callan, Merrill Lynch
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The Callan DC Index is an equally weighted index tracking the cash lows 
ανδ περφορmανχε οφ νεαρλψ 90 πλανσ, ρεπρεσεντινγ mορε τηαν ονε mιλλιον 

DΧ παρτιχιπαντσ ανδ οϖερ ∃135 βιλλιον ιν ασσετσ. Τηε Ινδεξ ισ υπδατεδ 

θυαρτερλψ ανδ ισ αϖαιλαβλε ον Χαλλαν�σ ωεβσιτε, ασ ισ τηε θυαρτερλψ DΧ 

Οβσερϖερ νεωσλεττερ.

DΧ πλαν βαλανχεσ ινχρεασεδ α σολιδ 1.67% ιν τηε σεχονδ 

θυαρτερ, αχχορδινγ το τηε Χαλλαν DΧ Ινδεξ�. Βυτ παρτιχιπαντσ 

sought cover, shifting money from equities into ixed income 
ανδ σταβλε ϖαλυε. Τηισ ισ ατψπιχαλ βεηαϖιορ. Γενεραλλψ, DΧ πλαν 

παρτιχιπαντσ τενδ το φολλοω τηε mαρκετ, ηεαδινγ το εθυιτιεσ 

ωηεν τηε στοχκ mαρκετ ρισεσ.

Τυρνοϖερ�ορ νετ τρανσφερ αχτιϖιτψ λεϖελσ�ηασ αλσο βεεν 

βελοω αϖεραγε τηισ ψεαρ, χοmινγ ιν ατ 0.55% ιν τηε σεχονδ 

quarter and 0.45% in the irst. Historical turnover since incep−

τιον ισ 0.65% φορ τηε Ινδεξ.

Αλτηουγη τηε Ινδεξ ροσε σmαρτλψ φορ τηε θυαρτερ�γαινινγ 

1.90%�ταργετ δατε φυνδσ στιλλ mαναγεδ το mαργιναλλψ ουτπαχε 

τηε τψπιχαλ DΧ ινϖεστορ, γαινινγ 2.02%. Σινχε ινχεπτιον, τηε 

DΧ Ινδεξ ηασ τραιλεδ τηε Αγε 45 Ταργετ Dατε Φυνδ βψ 70 βασισ 

ποιντσ αννυαλλψ, αϖεραγινγ α 5.15% αννυαλ ρετυρν.

Money lowed out of DC plans during the quarter to the tune 
of 23 basis points. Historically, inlows (participant and plan 
σπονσορ χοντριβυτιονσ) ηαϖε αχχουντεδ φορ αππροξιmατελψ 

30% οφ τοταλ γροωτη ιν πλαν βαλανχεσ (2.24% αννυαλιζεδ). 

Αλτογετηερ, παρτιχιπαντ βαλανχεσ ηαϖε ινχρεασεδ 7.39% αννυ−

αλλψ σινχε ινχεπτιον οφ τηε Ινδεξ.

Τηε DΧ Ινδεξ�σ αλλοχατιον το ταργετ δατε φυνδσ χοντινυεδ το 

ινχρεασε ιν τηε θυαρτερ, ρεαχηινγ 26.9% οφ τοταλ DΧ ασσετσ. 

Μεανωηιλε, Υ.Σ. λαργε χαπ εθυιτψ δροππεδ το ιτσ λοωεστ αλλοχα−

τιον σινχε τηε φουρτη θυαρτερ οφ 2011.

Target date funds are the ifth most prevalent asset class in 
DΧ πλανσ (89% οφφερ τηεm), ανδ ωηεν οφφερεδ αττραχτ τηε λιον�σ 

σηαρε οφ ασσετσ, ατ 31% ον αϖεραγε.

DΧ Παρτιχιπαντσ Σεεκ Χοϖερ

DΕΦΙΝΕD ΧΟΝΤΡΙΒΥΤΙΟΝ |  Τοm Σζκωαρλα

Νετ Χαση Φλοω Αναλψσισ (Σεχονδ Θυαρτερ 2016) 

(Τοπ Τωο ανδ Βοττοm Τωο Ασσετ Γατηερερσ)

Ασσετ Χλασσ

Flows as % of
Τοταλ Νετ Φλοωσ

Ταργετ Dατε Φυνδσ 47.68%

Υ.Σ. Φιξεδ 22.94%

Χοmπανψ Στοχκ −22.66%

Υ.Σ. Λαργε Χαπ −39.59%

Τοταλ Τυρνοϖερ∗∗ 0.55%

Source: Callan DC Index

Data provided here is the most recent available at time of  publication.

* DC Index inception date is January 2006.

** Total Index “turnover” measures the percentage of  total invested assets (transfers 

only, excluding contributions and withdrawals) that moved between asset classes. 

Ινϖεστmεντ Περφορmανχε∗

Γροωτη Σουρχεσ∗
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Second Quarter 2016Annualized Since 

Inception

2.24%

-0.23%

0.25%

5.15%
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1.90%
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2.28%
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Actual vs Target Asset Allocation
As of September 30, 2016

The first chart below shows the Fund’s asset allocation as of September 30, 2016. The second chart shows the Fund’s target
asset allocation as outlined in the investment policy statement.

Actual Asset Allocation

Large Cap
9%

Small Cap
3%

International Equity
7%

Domestic Fixed Income
42%Diversified Real Assets

11%

Real Estate
5%

Short Term Fixed Income
20%

Cash & Equivalents
3%

Target Asset Allocation

Large Cap
9%

Small Cap
3%

International Equity
7%

Domestic Fixed Income
43%Diversified Real Assets

11%

Real Estate
4%

Short Term Fixed Income
20%

Cash & Equivalents
3%

$000s Weight Percent $000s
Asset Class Actual Actual Target Difference Difference
Large Cap         238,466    9.2%    9.3% (0.1%) (1,389)
Small Cap          81,007    3.1%    3.2% (0.1%) (1,524)
International Equity         177,629    6.9%    6.8%    0.1%           2,251
Domestic Fixed Income      1,088,475   42.2%   42.5% (0.3%) (7,639)
Diversified Real Assets         271,775   10.5%   11.0% (0.5%) (11,924)
Real Estate         132,270    5.1%    4.3%    0.8%          21,370
Short Term Fixed Income        522,287   20.3%   20.3%    0.0% (1,268)
Cash & Equivalents          67,181    2.6%    2.6%    0.0%             125
Total       2,579,090  100.0%  100.0%

* Current Quarter Target = 42.5% BB Barclays Aggregate Idx, 20.3% BB Barclays Gov 1-3 Yr, 11.0% NDSIB INS DRA Weighted Benchmark, 9.3% Russell

1000 Index, 6.8% MSCI World ex US, 4.3% NCREIF Total Index, 3.2% Russell 2000 Index and 2.6% 3-month Treasury Bill.
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Quarterly Total Fund Relative Attribution - September 30, 2016

The following analysis approaches Total Fund Attribution from the perspective of relative return. Relative return attribution
separates and quantifies the sources of total fund excess return relative to its target. This excess return is separated into two
relative attribution effects: Asset Allocation Effect and Manager Selection Effect. The Asset Allocation Effect represents the
excess return due to the actual total fund asset allocation differing from the target asset allocation. Manager Selection Effect
represents the total fund impact of the individual managers excess returns relative to their benchmarks.

Asset Class Under or Overweighting

(1.0%) (0.5%) 0.0% 0.5% 1.0% 1.5%

Large Cap 0.09

Small Cap (0.01 )

Domestic Fixed Income 0.07

Real Estate 0.82

International Equity (0.19 )

Diversified Real Assets (0.47 )

Short Term Fixed Income 0.04

Cash & Equivalents (0.35 )

Large Cap

Small Cap

Domestic Fixed Income

Real Estate

International Equity

Diversified Real Assets

Short Term Fixed Income

Cash & Equivalents

Total

Actual vs Target Returns

(2%) 0% 2% 4% 6% 8% 10% 12%

4.11
4.03

9.09
9.05

1.85
0.46

0.79
1.77

9.18
6.29

1.56
1.51

0.40
(0.10 )

0.05
0.10

2.33
1.51

Actual Target

Relative Attribution by Asset Class

(0.4%) (0.2%) 0.0% 0.2% 0.4% 0.6% 0.8% 1.0% 1.2%

Manager Effect Asset Allocation Total

Relative Attribution Effects for Quarter ended September 30, 2016

Effective Effective Total
Actual Target Actual Target Manager Asset Relative

Asset Class Weight Weight Return Return Effect Allocation Return
Large Cap 9% 9% 4.11% 4.03% 0.01% 0.00% 0.01%
Small Cap 3% 3% 9.09% 9.05% 0.00% (0.00%) (0.00%)
Domestic Fixed Income 43% 43% 1.85% 0.46% 0.60% (0.00%) 0.59%
Real Estate 5% 4% 0.79% 1.77% (0.05%) 0.00% (0.05%)
International Equity 7% 7% 9.18% 6.29% 0.18% (0.02%) 0.17%
Diversified Real Assets 11% 11% 1.56% 1.51% 0.00% (0.00%) 0.00%
Short Term Fixed Income20% 20% 0.40% (0.10%) 0.10% (0.00%) 0.10%
Cash & Equivalents 2% 2% 0.05% 0.10% (0.00%) 0.00% 0.00%

Total = + +2.33% 1.51% 0.85% (0.02%) 0.83%

* Current Quarter Target = 42.5% BB Barclays Aggregate Idx, 20.3% BB Barclays Gov 1-3 Yr, 11.0% NDSIB INS DRA Weighted Benchmark, 9.3% Russell

1000 Index, 6.8% MSCI World ex US, 4.3% NCREIF Total Index, 3.2% Russell 2000 Index and 2.6% 3-month Treasury Bill.
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Cumulative Total Fund Relative Attribution - September 30, 2016

The charts below accumulate the Total Fund Attribution Analysis (shown earlier) over multiple periods to examine the
cumulative sources of excess total fund performance relative to target. These cumulative results quantify the longer-term
sources of total fund excess return relative to target by asset class. These relative attribution effects separate the cumulative
sources of total fund excess return into Asset Allocation Effect and Manager Selection Effect.

One Year Relative Attribution Effects

(0.5%) 0.0% 0.5% 1.0% 1.5% 2.0% 2.5%

Large Cap

Small Cap

Domestic Fixed Income

Real Estate

International Equity

Diversified Real Assets

Short Term Fixed Income

Cash & Equivalents

Total

Manager Effect Asset Allocation Total

Cumulative Relative Attribution Effects

(0.5%)

0.0%

0.5%

1.0%

1.5%

2.0%

2015 2016

Manager Effect

Asset Allocation

Total

One Year Relative Attribution Effects

Effective Effective Total
Actual Target Actual Target Manager Asset Relative

Asset Class Weight Weight Return Return Effect Allocation Return
Large Cap 9% 9% 14.22% 14.93% (0.06%) (0.04%) (0.10%)
Small Cap 3% 3% 17.39% 15.47% 0.05% (0.01%) 0.04%
Domestic Fixed Income 42% 42% 7.93% 5.19% 1.14% 0.01% 1.15%
Real Estate 5% 4% 9.83% 9.22% 0.03% 0.03% 0.06%
International Equity 7% 7% 10.17% 6.38% 0.25% (0.04%) 0.21%
Diversified Real Assets 11% 11% 4.54% 4.15% 0.04% (0.00%) 0.04%
Short Term Fixed Income20% 20% 2.00% 0.89% 0.24% (0.02%) 0.21%
Cash & Equivalents 3% 3% 0.17% 0.27% (0.00%) (0.00%) (0.01%)

Total = + +7.26% 5.66% 1.68% (0.08%) 1.60%

* Current Quarter Target = 42.5% BB Barclays Aggregate Idx, 20.3% BB Barclays Gov 1-3 Yr, 11.0% NDSIB INS DRA Weighted Benchmark, 9.3% Russell

1000 Index, 6.8% MSCI World ex US, 4.3% NCREIF Total Index, 3.2% Russell 2000 Index and 2.6% 3-month Treasury Bill.
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Cumulative Total Fund Relative Attribution - September 30, 2016

The charts below accumulate the Total Fund Attribution Analysis (shown earlier) over multiple periods to examine the
cumulative sources of excess total fund performance relative to target. These cumulative results quantify the longer-term
sources of total fund excess return relative to target by asset class. These relative attribution effects separate the cumulative
sources of total fund excess return into Asset Allocation Effect and Manager Selection Effect.

Three Year Annualized Relative Attribution Effects

(0.5%) 0.0% 0.5% 1.0% 1.5%

Large Cap

Small Cap
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International Equity

Diversified Real Assets

Short Term Fixed Income

Cash & Equivalents

Total

Manager Effect Asset Allocation Total

Cumulative Relative Attribution Effects
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(1%)
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2%
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4%
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2013 2014 2015 2016

Manager Effect

Asset Allocation

Total

Three Year Annualized Relative Attribution Effects

Effective Effective Total
Actual Target Actual Target Manager Asset Relative

Asset Class Weight Weight Return Return Effect Allocation Return
Large Cap 12% 12% 11.61% 10.78% 0.07% (0.07%) (0.01%)
Small Cap 4% 4% 8.09% 6.71% 0.04% (0.03%) 0.02%
Domestic Fixed Income 38% 38% 5.84% 4.03% 0.64% (0.03%) 0.60%
Real Estate 5% 4% 12.30% 11.31% 0.05% 0.03% 0.07%
International Equity 8% 8% 2.21% 0.43% 0.09% (0.04%) 0.05%
Diversified Real Assets 10% 10% 3.94% 2.81% 0.10% (0.00%) 0.10%
Short Term Fixed Income22% 21% 1.86% 0.87% 0.23% (0.05%) 0.18%
Cash & Equivalents 3% 2% 0.06% 0.11% (0.00%) (0.01%) (0.01%)

Total = + +4.96% 3.94% 1.22% (0.20%) 1.02%

* Current Quarter Target = 42.5% BB Barclays Aggregate Idx, 20.3% BB Barclays Gov 1-3 Yr, 11.0% NDSIB INS DRA Weighted Benchmark, 9.3% Russell

1000 Index, 6.8% MSCI World ex US, 4.3% NCREIF Total Index, 3.2% Russell 2000 Index and 2.6% 3-month Treasury Bill.

 28
NDSIB - Consolidated Insurance Trust



Cumulative Total Fund Relative Attribution - September 30, 2016

The charts below accumulate the Total Fund Attribution Analysis (shown earlier) over multiple periods to examine the
cumulative sources of excess total fund performance relative to target. These cumulative results quantify the longer-term
sources of total fund excess return relative to target by asset class. These relative attribution effects separate the cumulative
sources of total fund excess return into Asset Allocation Effect and Manager Selection Effect.

Five Year Annualized Relative Attribution Effects
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Cumulative Relative Attribution Effects
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Five Year Annualized Relative Attribution Effects

Effective Effective Total
Actual Target Actual Target Manager Asset Relative

Asset Class Weight Weight Return Return Effect Allocation Return
Large Cap 10% 10% 17.76% 16.40% 0.09% (0.05%) 0.05%
Small Cap 3% 3% 17.59% 15.82% 0.05% (0.01%) 0.03%
Domestic Fixed Income 36% 36% 6.09% 3.08% 1.05% (0.02%) 1.03%
Real Estate 4% 4% 14.57% 11.18% 0.14% 0.03% 0.16%
International Equity 7% 7% 9.23% 7.36% 0.08% (0.05%) 0.04%
Diversified Real Assets 11% 11% 3.81% 3.11% 0.05% (0.00%) 0.05%
Short Term Fixed Income27% 27% 1.84% 0.72% 0.29% (0.03%) 0.26%
Cash & Equivalents 3% 3% 0.13% 0.10% 0.00% 0.00% 0.01%

Total = + +6.01% 4.38% 1.76% (0.13%) 1.63%

* Current Quarter Target = 42.5% BB Barclays Aggregate Idx, 20.3% BB Barclays Gov 1-3 Yr, 11.0% NDSIB INS DRA Weighted Benchmark, 9.3% Russell

1000 Index, 6.8% MSCI World ex US, 4.3% NCREIF Total Index, 3.2% Russell 2000 Index and 2.6% 3-month Treasury Bill.
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Cumulative Total Fund Relative Attribution - September 30, 2016

The charts below accumulate the Total Fund Attribution Analysis (shown earlier) over multiple periods to examine the
cumulative sources of excess total fund performance relative to target. These cumulative results quantify the longer-term
sources of total fund excess return relative to target by asset class. These relative attribution effects separate the cumulative
sources of total fund excess return into Asset Allocation Effect and Manager Selection Effect.

Ten Year Annualized Relative Attribution Effects
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Ten Year Annualized Relative Attribution Effects

Effective Effective Total
Actual Target Actual Target Manager Asset Relative

Asset Class Weight Weight Return Return Effect Allocation Return
Large Cap 10% 10% 6.91% 7.25% (0.05%) (0.04%) (0.09%)
Small Cap 3% 3% 7.99% 7.07% 0.03% (0.02%) 0.02%
Domestic Fixed Income 41% 41% 6.42% 4.79% 0.51% (0.01%) 0.50%
Real Estate 5% 5% 3.18% 7.22% (0.17%) (0.00%) (0.17%)
International Equity 7% 7% 2.39% 1.46% 0.05% (0.01%) 0.04%
Diversified Real Assets 15% 15% 3.98% 4.47% (0.15%) 0.01% (0.14%)
Short Term Fixed Income16% 16% - - 0.25% (0.02%) 0.23%
Cash & Equivalents 4% 3% 0.98% 0.92% 0.00% (0.03%) (0.02%)

Total = + +4.73% 4.36% 0.48% (0.11%) 0.37%

* Current Quarter Target = 42.5% BB Barclays Aggregate Idx, 20.3% BB Barclays Gov 1-3 Yr, 11.0% NDSIB INS DRA Weighted Benchmark, 9.3% Russell

1000 Index, 6.8% MSCI World ex US, 4.3% NCREIF Total Index, 3.2% Russell 2000 Index and 2.6% 3-month Treasury Bill.
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Cumulative Performance Relative to Target

The first chart below illustrates the cumulative performance of the Total Fund relative to the cumulative performance of the
Fund’s Target Asset Mix. The Target Mix is assumed to be rebalanced each quarter with no transaction costs. The second
chart below shows the return and the risk of the Total Fund and the Target Mix, contrasted with the returns and risks of the
funds in the CAI Public Fund Sponsor Database.

Cumulative Returns Actual vs Target
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Squares represent membership of the CAI Public Fund Sponsor Database

* Current Quarter Target = 42.5% BB Barclays Aggregate Idx, 20.3% BB Barclays Gov 1-3 Yr, 11.0% NDSIB INS DRA Weighted Benchmark, 9.3% Russell

1000 Index, 6.8% MSCI World ex US, 4.3% NCREIF Total Index, 3.2% Russell 2000 Index and 2.6% 3-month Treasury Bill.
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Actual vs Target Historical Asset Allocation

The Historical asset allocation for a fund is by far the largest factor explaining its performance. The charts below show the
fund’s historical actual asset allocation, and the fund’s historical target asset allocation.

Actual Historical Asset Allocation
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* Current Quarter Target = 42.5% BB Barclays Aggregate Idx, 20.3% BB Barclays Gov 1-3 Yr, 11.0% NDSIB INS DRA Weighted Benchmark, 9.3% Russell

1000 Index, 6.8% MSCI World ex US, 4.3% NCREIF Total Index, 3.2% Russell 2000 Index and 2.6% 3-month Treasury Bill.
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Asset Class Risk and Return

The charts below show the five year annualized risk and return for each asset class component of the Total Fund. The first
graph contrasts these values with those of the appropriate index for each asset class. The second chart contrasts them with
the risk and return of the median portfolio in each of the appropriate CAI comparative databases. In each case, the
crosshairs on the chart represent the return and risk of the Total Fund.
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Total Fund Ranking

The first two charts show the ranking of the Total Fund’s performance relative to that of the CAI Public Fund Sponsor
Database for periods ended September 30, 2016. The first chart is a standard unadjusted ranking. In the second chart each
fund in the database is adjusted to have the same historical asset allocation as that of the Total Fund.
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10th Percentile 4.01 11.00 7.11 10.70 6.51
25th Percentile 3.74 10.26 6.61 10.19 6.05

Median 3.43 9.63 6.12 9.30 5.66
75th Percentile 3.07 8.67 5.29 8.38 5.29
90th Percentile 2.60 7.58 4.56 7.49 4.73

Total Fund 2.33 7.26 4.96 6.01 4.73

Policy Target 1.51 5.66 3.94 4.38 4.36

Asset Allocation Adjusted Ranking
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Quarter Year 3 Years 5 Years 10 Years

(6)

(78)

(13)

(79)

(1)

(20)

(2)

(58)
(17)

(50)

10th Percentile 2.24 7.45 4.12 5.09 4.90
25th Percentile 1.98 6.78 3.88 4.78 4.62

Median 1.72 6.31 3.64 4.45 4.38
75th Percentile 1.53 5.88 3.30 4.12 4.13
90th Percentile 1.35 5.43 3.00 3.92 3.94

Total Fund 2.33 7.26 4.96 6.01 4.73

Policy Target 1.51 5.66 3.94 4.38 4.36

* Current Quarter Target = 42.5% BB Barclays Aggregate Idx, 20.3% BB Barclays Gov 1-3 Yr, 11.0% NDSIB INS DRA Weighted Benchmark, 9.3% Russell

1000 Index, 6.8% MSCI World ex US, 4.3% NCREIF Total Index, 3.2% Russell 2000 Index and 2.6% 3-month Treasury Bill.
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Asset Class Rankings

The charts below show the rankings of each asset class component of the Total Fund relative to appropriate comparative
databases. In the upper right corner of each graph is the weighted average of the rankings across the different asset classes.
The weights of the fund’s actual asset allocation are used to make this calculation. The weighted average ranking can be
viewed as a measure of the fund’s overall success in picking managers and structuring asset classes.

Total Asset Class Performance
One Year Ended September 30, 2016
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10th Percentile 16.19 19.80 13.33 13.82 7.99 16.94 2.68
25th Percentile 14.45 16.74 10.74 9.10 7.07 12.06 2.18

Median 12.15 13.49 7.94 5.80 6.67 9.34 1.72
75th Percentile 10.59 8.78 5.40 3.89 6.04 5.98 1.35
90th Percentile 8.32 5.40 3.92 2.20 4.92 (0.54) 1.14

Asset Class Composite 14.22 17.39 10.17 7.93 4.54 9.83 2.00

Composite Benchmark 14.93 15.47 6.38 5.19 4.15 9.22 0.89

Weighted
Ranking
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Total Asset Class Performance
Five Years Ended September 30, 2016
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10th Percentile 17.67 19.98 10.80 8.19 3.34 15.54 2.43
25th Percentile 17.03 18.44 9.94 6.40 2.16 13.29 1.86

Median 16.04 16.74 8.75 4.02 1.96 11.74 1.48
75th Percentile 15.12 14.76 7.76 2.78 1.73 10.28 1.13
90th Percentile 14.19 13.29 6.57 1.70 1.47 7.09 0.98

Asset Class Composite 17.76 17.59 9.23 6.09 3.81 14.57 1.84

Composite Benchmark 16.40 15.82 7.36 3.08 3.11 11.18 0.72

Weighted
Ranking

24

* Current Quarter Target = 42.5% BB Barclays Aggregate Idx, 20.3% BB Barclays Gov 1-3 Yr, 11.0% NDSIB INS DRA Weighted Benchmark, 9.3% Russell

1000 Index, 6.8% MSCI World ex US, 4.3% NCREIF Total Index, 3.2% Russell 2000 Index and 2.6% 3-month Treasury Bill.
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Investment Manager Asset Allocation

The table below contrasts the distribution of assets across the Fund’s investment managers as of September 30, 2016, with
the distribution as of June 30, 2016. The change in asset distribution is broken down into the dollar change due to Net New
Investment and the dollar change due to Investment Return.

Asset Distribution Across Investment Managers

September 30, 2016 June 30, 2016

Market Value Weight Net New Inv. Inv. Return Market Value Weight
Domestic Equity $319,473,000 12.39% $(16,478,417) $17,016,499 $318,934,917 12.56%

     Large Cap $238,465,989 9.25% $(10,699,968) $9,815,717 $239,350,240 9.43%
Parametric Clifton Large Cap 47,911,347 1.86% (2,092,954) 1,886,373 48,117,929 1.90%
L.A. Capital Large Cap Growth 71,240,303 2.76% (4,037,517) 2,601,575 72,676,244 2.86%
L.A. Capital Enhanced 47,809,396 1.85% (2,516,835) 1,637,228 48,689,003 1.92%
LSV Large Cap Value 71,504,942 2.77% (2,052,663) 3,690,542 69,867,064 2.75%

     Small Cap $81,007,010 3.14% $(5,778,449) $7,200,782 $79,584,677 3.14%
Parametric Clifton Small Cap 44,961,799 1.74% (5,756,569) 4,344,492 46,373,876 1.83%
PIMCO RAE 36,045,212 1.40% (21,880) 2,856,291 33,210,801 1.31%

International Equity $177,628,784 6.89% $(196,641) $14,948,692 $162,876,732 6.42%
Capital Group 3,611 0.00% (105,938) 1,151 108,399 0.00%
DFA Int’l Small Cap Value 18,652,318 0.72% 0 1,778,946 16,873,372 0.66%
LSV Intl Value 75,214,632 2.92% (69,833) 5,930,684 69,353,781 2.73%
Vanguard Intl Explorer Fund 18,831,980 0.73% 0 1,463,625 17,368,355 0.68%
William Blair 64,926,242 2.52% (20,870) 5,774,286 59,172,826 2.33%

Domestic Fixed Income $1,088,474,565 42.20% $(16,360,385) $20,029,102 $1,084,805,848 42.73%
Declaration Total Return 81,733,279 3.17% (28,632) 1,725,663 80,036,248 3.15%
PIMCO DiSCO II 85,872,318 3.33% 0 3,421,647 82,450,671 3.25%
PIMCO Bravo II Fund 47,082,300 1.83% 0 0 47,082,300 1.85%
Prudential 111,077,475 4.31% (1,074,635) 1,706,120 110,445,990 4.35%
SSgA US Govt Credit Bd Idx 140,901,947 5.46% (3,012,125) 563,422 143,350,650 5.65%
Wells Capital 310,768,674 12.05% (9,140,328) 7,496,268 312,412,735 12.31%
Western Asset Management 311,038,572 12.06% (3,104,664) 5,115,982 309,027,255 12.17%

Diversified Real Assets $271,775,448 10.54% $(1,145,603) $4,169,851 $268,751,199 10.59%
Western Asset Management 116,819,469 4.53% (38,307) 3,754,302 113,103,474 4.46%
JP Morgan Infrastructure 75,325,818 2.92% (2) () 75,325,819 2.97%
Eastern Timber Opportunities 59,638,348 2.31% (491,007) 491,007 59,638,348 2.35%
Grosvenor Cust. Infrastructure 19,991,813 0.78% (616,287) (75,458) 20,683,558 0.81%

Real Estate $132,270,489 5.13% $(54,442) $1,040,305 $131,284,626 5.17%
Invesco Core Real Estate 62,884,208 2.44% (54,440) 1,040,305 61,898,343 2.44%
JP Morgan RE 69,386,281 2.69% (2) () 69,386,283 2.73%

Short Term Fixed Income $522,286,841 20.25% $(181,694) $2,102,728 $520,365,807 20.50%
JP Morgan Short Term Bonds 277,097,315 10.74% (77,913) 225,438 276,949,790 10.91%
Barings Short Term Bonds 245,189,526 9.51% (103,781) 1,877,290 243,416,017 9.59%

Cash & Equivalents $67,181,191 2.60% $15,628,825 $33,246 $51,519,120 2.03%
Northern Trust Cash Account 37,171,075 1.44% (14,371,175) 23,130 51,519,120 2.03%
Bank of ND 30,010,116 1.16% 30,000,000 10,116 - -

Securities Lending Income $0 0.00% $(47,428) $47,428 - -

Total Fund $2,579,090,317 100.0% $(18,835,785) $59,387,851 $2,538,538,251 100.0%
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Investment Manager Returns

The table below details the rates of return for the Fund’s investment managers over various time periods ended September
30, 2016. Negative returns are shown in red, positive returns in black. Returns for one year or greater are annualized. The
first set of returns for each asset class represents the composite returns for all the fund’s accounts for that asset class.

Returns for Periods Ended September 30, 2016

Last Last Last
Last Last  3  5  10

Quarter Year Years Years Years
Domestic Equity

Gross 5.35% 15.06% 10.67% 17.71% 7.19%
Net 5.20% 14.76% 10.41% 17.42% 6.81%

Large Cap Equity
Gross 4.11% 14.22% 11.61% 17.76% 6.91%
Net 4.02% 13.98% 11.41% 17.53% 6.58%
   Benchmark(1) 4.03% 14.93% 10.78% 16.40% 7.25%

Parametric Clifton Large Cap - Gross 3.92% 16.84% 11.67% 16.98% -
Parametric Clifton Large Cap - Net 3.73% 16.62% 11.55% 16.84% -
   S&P 500 Index 3.85% 15.43% 11.16% 16.37% 7.24%

L.A. Capital - Gross 3.56% 14.69% 13.08% 18.21% 9.55%
L.A. Capital - Net 3.51% 14.45% 12.87% 17.98% 9.35%
   Russell 1000 Growth Index 4.58% 13.76% 11.83% 16.60% 8.85%

L.A. Capital Enhanced - Gross 3.36% 15.64% 11.81% 17.39% 8.74%
L.A. Capital Enhanced - Net 3.33% 15.48% 11.67% 17.24% 8.58%
   Russell 1000 Index 4.03% 14.93% 10.78% 16.41% 7.40%

LSV Asset Management - Gross 5.32% 11.21% 9.97% 18.00% 6.90%
LSV Asset Management - Net 5.25% 10.88% 9.67% 17.67% 6.59%
   Russell 1000 Value Index 3.48% 16.20% 9.70% 16.15% 5.85%

Small Cap Equity
Gross 9.09% 17.39% 8.09% 17.59% 7.99%
Net 8.73% 16.92% 7.69% 17.13% 7.47%
   Russell 2000 Index 9.05% 15.47% 6.71% 15.82% 7.07%

Parametric Clifton Small Cap - Gross 9.50% 17.07% 8.22% 17.42% -
Parametric Clifton SmallCap - Net 8.93% 16.46% 7.78% 16.95% -
   Russell 2000 Index 9.05% 15.47% 6.71% 15.82% 7.07%

PIMCO RAE - Gross 8.60% 17.88% 7.65% 17.50% -
PIMCO RAE - Net 8.53% 17.56% 7.33% 17.08% -
   Russell 2000 9.05% 15.47% 6.71% 15.82% 7.07%

International Equity
Gross 9.18% 10.17% 2.21% 9.23% 2.39%
Net 9.13% 9.84% 1.87% 8.85% 2.11%
   Benchmark(2) 6.29% 6.38% 0.43% 7.36% 1.46%

DFA Intl Small Cap Value - Net 10.54% 10.46% 4.19% 11.47% -
World  ex US SC Va 8.77% 12.08% 2.80% 9.48% 4.04%

LSV Asset Management - Gross 8.55% 7.61% 1.60% 8.51% 1.20%
LSV Asset Management - Net 8.45% 7.20% 1.21% 8.05% 0.89%
   Benchmark(3) 6.43% 6.52% 0.48% 7.39% 1.47%

Vanguard Intl Explorer Fund - Net 8.43% 7.95% 5.20% 10.77% 4.27%
   BMI, EPAC, <$2 B 7.90% 13.76% 5.21% 10.18% 4.14%

William Blair - Gross 9.76% - - - -
William Blair - Net 9.72% - - - -
   MSCI ACWI ex US 6.91% 9.26% 0.18% 6.04% 2.16%

(1) S&P 500 Index through 12/31/2011 and Russell 1000 Index thereafter.
(2) MSCI EAFE through 9/30/2000; 50% Hedged EAFE through 3/31/2011, MSCI EAFE again through 6/30/2016 and
MSCI World ex-US thereafter.
(3) MSCI EAFE through 9/30/2000; 50% Hedged EAFE through 3/31/2011 and MSCI EAFE again thereafter.
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Investment Manager Returns

The table below details the rates of return for the Fund’s investment managers over various time periods ended September
30, 2016. Negative returns are shown in red, positive returns in black. Returns for one year or greater are annualized. The
first set of returns for each asset class represents the composite returns for all the fund’s accounts for that asset class.

Returns for Periods Ended September 30, 2016

Last Last Last
Last Last  3  5  10

Quarter Year Years Years Years

Domestic Fixed Income
Gross 1.85% 7.93% 5.84% 6.09% 6.42%
Net 1.82% 7.80% 5.71% 5.93% 6.24%
   BB Barclays Aggregate Index 0.46% 5.19% 4.03% 3.08% 4.79%

Declaration Total Return - Net 2.16% 3.88% - - -
   Libor-3 Month 0.19% 0.61% 0.37% 0.38% 1.32%

PIMCO DiSCO II - Net 4.15% 8.30% 7.59% - -
PIMCO Bravo II Fund - Net 0.00% 7.02% - - -
   BB Barclays Aggregate Index 0.46% 5.19% 4.03% 3.08% 4.79%

Prudential - Gross 1.54% 8.20% 5.52% 5.41% 6.65%
Prudential - Net 1.48% 7.91% 5.24% 5.18% 6.53%
   BB Barclays Aggregate Index 0.46% 5.19% 4.03% 3.08% 4.79%

Wells Capital - Gross 2.40% 10.24% 6.49% 6.24% 7.48%
Wells Capital - Net 2.35% 10.04% 6.29% 6.03% 7.26%
   BB Barclays Baa Credit 3% 1.95% 9.82% 5.80% 5.52% 6.60%

Western Asset -  Gross 1.66% 7.67% 5.61% 5.17% 5.81%
Western Asset - Net 1.62% 7.52% 5.47% 5.01% 5.62%
   BB Barclays Aggregate 0.46% 5.19% 4.03% 3.08% 4.79%

SSgA US Govt Cr Bd Idx - Gross 0.39% 5.86% 4.22% - -
SSgA US Govt Cr Bd Idx - Net 0.39% 5.82% 4.18% - -
   BB Barclays Govt/Credit Bd 0.40% 5.86% 4.22% 3.24% 4.86%

Diversified Real Assets
Gross 1.56% 4.54% 3.94% 3.81% 3.98%
Net 1.54% 4.21% 3.64% 3.50% 3.69%
   Weighted Benchmark 1.51% 4.15% 2.81% 3.11% 4.47%

Western TIPS - Gross 3.32% 7.61% 3.17% 2.75% 3.89%
Western TIPS - Net 3.29% 7.47% 3.03% 2.59% 3.72%
   BB Barclays Glbl Inftn-Linked(1) 3.15% 7.14% 2.52% 2.94% 4.38%

JP Morgan Infrastructure - Gross 0.00% 2.78% 4.24% 5.53% -
JP Morgan Infrastructure - Net 0.00% 1.82% 3.28% 4.47% -
   CPI-W 0.09% 1.22% 0.71% 1.03% 1.73%

Eastern Timber Opportunities - Net 0.83% (0.07%) 4.89% 4.39% -
   NCREIF Timberland Index 0.67% 3.28% 7.59% 6.91% 6.37%

Grosvenor Cust. Infrastructure - Net (0.38%) 8.21% 9.20% - -
   CPI-W 0.09% 1.22% 0.71% 1.03% 1.73%

(1) Barclays US TIPS through 12/31/2009 and Barclays Global Inflation-Linked thereafter.
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Investment Manager Returns

The table below details the rates of return for the Fund’s investment managers over various time periods ended September
30, 2016. Negative returns are shown in red, positive returns in black. Returns for one year or greater are annualized. The
first set of returns for each asset class represents the composite returns for all the fund’s accounts for that asset class.

Returns for Periods Ended September 30, 2016

Last Last Last
Last Last  3  5  10

Quarter Year Years Years Years

Real Estate
Gross 0.79% 9.83% 12.30% 14.57% 3.18%
Net 0.75% 9.02% 11.48% 13.56% 2.08%
   NCREIF Total Index 1.77% 9.22% 11.31% 11.18% 7.22%

Invesco Core Real Estate - Gross 1.68% 9.58% 12.52% - -
Invesco Core Real Estate - Net 1.59% 9.20% 12.11% - -
   NCREIF Total Index 1.77% 9.22% 11.31% 11.18% 7.22%

JP Morgan - Gross 0.00% 10.04% 12.15% 15.10% 3.42%
JP Morgan - Net 0.00% 8.85% 11.01% 13.79% 2.19%
   NCREIF Total Index 1.77% 9.22% 11.31% 11.18% 7.22%

Short Term Fixed Income
Gross 0.40% 2.00% 1.86% 1.84% -
Net 0.37% 1.85% 1.71% 1.71% -
   BB Barclays Gov 1-3 Yr (0.10%) 0.89% 0.87% 0.72% 2.33%

Barings Short Term Bonds - Gross 0.77% 2.52% 2.39% 2.35% -
Barings Short Term Bonds - Net 0.73% 2.34% 2.23% 2.20% -
   BB Barclays Gov 1-3 Yr (0.10%) 0.89% 0.87% 0.72% 2.33%

JP Morgan Short Term Bds - Gross 0.08% 1.55% 1.35% 1.31% -
JP Morgan Short Term Bds - Net 0.05% 1.44% 1.25% 1.21% -
   BB Barclays Gov/Credit 1-3 Y 0.02% 1.31% 1.09% 1.05% 2.59%

Cash & Equivalents - Net 0.05% 0.17% 0.06% 0.13% 0.98%
Cash Account- Net 0.04% 0.16% 0.06% 0.13% 0.98%
   90 Day Treasury Bills 0.10% 0.27% 0.11% 0.10% 0.92%

Total Fund
Gross 2.33% 7.26% 4.96% 6.01% 4.73%
Net 2.29% 7.04% 4.75% 5.79% 4.48%
   Target* 1.51% 5.66% 3.94% 4.38% 4.36%

* Current Quarter Target = 42.5% BB Barclays Aggregate Idx, 20.3% BB Barclays Gov 1-3 Yr, 11.0% NDSIB INS DRA
Weighted Benchmark, 9.3% Russell 1000 Index, 6.8% MSCI World ex US, 4.3% NCREIF Total Index, 3.2% Russell 2000
Index and 2.6% 3-month Treasury Bill.
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Actual vs Target Asset Allocation
As of September 30, 2016

The first chart below shows the Fund’s asset allocation as of September 30, 2016. The second chart shows the Fund’s target
asset allocation as outlined in the investment policy statement.

Actual Asset Allocation
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$000s Weight Percent $000s
Asset Class Actual Actual Target Difference Difference
Large Cap Equity         221,313   11.9%   12.0% (0.1%) (1,890)
Small Cap Equity          73,739    4.0%    4.0%    0.0% (662)
International Equity         169,012    9.1%    9.0%    0.1%           1,610
Domestic Fixed Income         979,575   52.7%   53.0% (0.3%) (6,238)
Diversified Real Assets         268,256   14.4%   15.0% (0.6%) (10,747)
Real Estate         132,205    7.1%    6.0%    1.1%          20,604
Cash & Equivalents          15,922    0.9%    1.0% (0.1%) (2,678)
Total       1,860,023  100.0%  100.0%

* Current Quarter Target = 53.0% BB Barclays Aggregate Idx, 15.0% NDSIB WSI DRA Weighted Benchmark, 12.0% Russell 1000 Index, 9.0% MSCI World ex

US, 6.0% NCREIF Total Index, 4.0% Russell 2000 Index and 1.0% 3-month Treasury Bill.
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Quarterly Total Fund Relative Attribution - September 30, 2016

The following analysis approaches Total Fund Attribution from the perspective of relative return. Relative return attribution
separates and quantifies the sources of total fund excess return relative to its target. This excess return is separated into two
relative attribution effects: Asset Allocation Effect and Manager Selection Effect. The Asset Allocation Effect represents the
excess return due to the actual total fund asset allocation differing from the target asset allocation. Manager Selection Effect
represents the total fund impact of the individual managers excess returns relative to their benchmarks.

Asset Class Under or Overweighting
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Manager Effect Asset Allocation Total

Relative Attribution Effects for Quarter ended September 30, 2016

Effective Effective Total
Actual Target Actual Target Manager Asset Relative

Asset Class Weight Weight Return Return Effect Allocation Return
Large Cap Equity 12% 12% 4.10% 4.03% 0.01% 0.00% 0.01%
Small Cap Equity 4% 4% 9.10% 9.05% 0.00% (0.00%) 0.00%
Domestic Fixed Income 53% 53% 1.80% 0.46% 0.72% (0.00%) 0.71%
Real Estate 7% 6% 0.79% 1.77% (0.07%) (0.00%) (0.07%)
International Equity 9% 9% 9.18% 6.29% 0.24% (0.02%) 0.22%
Diversified Real Assets 14% 15% 1.55% 1.59% (0.01%) 0.00% (0.00%)
Cash & Equivalents 0% 1% 0.06% 0.10% (0.00%) 0.01% 0.01%

Total = + +2.88% 1.99% 0.90% (0.01%) 0.88%

* Current Quarter Target = 53.0% BB Barclays Aggregate Idx, 15.0% NDSIB WSI DRA Weighted Benchmark, 12.0% Russell 1000 Index, 9.0% MSCI World ex

US, 6.0% NCREIF Total Index, 4.0% Russell 2000 Index and 1.0% 3-month Treasury Bill.
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Cumulative Total Fund Relative Attribution - September 30, 2016

The charts below accumulate the Total Fund Attribution Analysis (shown earlier) over multiple periods to examine the
cumulative sources of excess total fund performance relative to target. These cumulative results quantify the longer-term
sources of total fund excess return relative to target by asset class. These relative attribution effects separate the cumulative
sources of total fund excess return into Asset Allocation Effect and Manager Selection Effect.

One Year Relative Attribution Effects
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One Year Relative Attribution Effects

Effective Effective Total
Actual Target Actual Target Manager Asset Relative

Asset Class Weight Weight Return Return Effect Allocation Return
Large Cap Equity 12% 12% 14.21% 14.93% (0.08%) (0.04%) (0.12%)
Small Cap Equity 4% 4% 17.37% 15.47% 0.07% 0.00% 0.07%
Domestic Fixed Income 53% 53% 7.94% 5.19% 1.44% (0.00%) 1.44%
Real Estate 7% 6% 9.83% 9.22% 0.04% 0.02% 0.06%
International Equity 9% 9% 10.18% 6.38% 0.33% (0.04%) 0.29%
Diversified Real Assets 15% 15% 4.59% 4.33% 0.04% (0.00%) 0.04%
Cash & Equivalents 1% 1% 0.17% 0.27% (0.00%) (0.01%) (0.01%)

Total = + +8.85% 7.08% 1.84% (0.07%) 1.77%

* Current Quarter Target = 53.0% BB Barclays Aggregate Idx, 15.0% NDSIB WSI DRA Weighted Benchmark, 12.0% Russell 1000 Index, 9.0% MSCI World ex

US, 6.0% NCREIF Total Index, 4.0% Russell 2000 Index and 1.0% 3-month Treasury Bill.
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Cumulative Total Fund Relative Attribution - September 30, 2016

The charts below accumulate the Total Fund Attribution Analysis (shown earlier) over multiple periods to examine the
cumulative sources of excess total fund performance relative to target. These cumulative results quantify the longer-term
sources of total fund excess return relative to target by asset class. These relative attribution effects separate the cumulative
sources of total fund excess return into Asset Allocation Effect and Manager Selection Effect.

Three Year Annualized Relative Attribution Effects
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Effective Effective Total
Actual Target Actual Target Manager Asset Relative

Asset Class Weight Weight Return Return Effect Allocation Return
Large Cap Equity 12% 11% 11.59% 10.78% 0.08% (0.00%) 0.08%
Small Cap Equity 4% 4% 8.13% 6.71% 0.05% 0.01% 0.06%
Domestic Fixed Income 52% 52% 5.76% 4.03% 0.88% 0.00% 0.88%
Real Estate 7% 6% 12.29% 11.31% 0.06% 0.03% 0.09%
International Equity 8% 9% 2.15% 0.43% 0.16% 0.01% 0.17%
Diversified Real Assets 16% 17% 4.24% 3.53% 0.14% 0.01% 0.15%
Cash & Equivalents 1% 1% 0.06% 0.11% (0.00%) 0.00% 0.00%

Total = + +6.39% 4.94% 1.38% 0.06% 1.45%

* Current Quarter Target = 53.0% BB Barclays Aggregate Idx, 15.0% NDSIB WSI DRA Weighted Benchmark, 12.0% Russell 1000 Index, 9.0% MSCI World ex

US, 6.0% NCREIF Total Index, 4.0% Russell 2000 Index and 1.0% 3-month Treasury Bill.
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Cumulative Total Fund Relative Attribution - September 30, 2016

The charts below accumulate the Total Fund Attribution Analysis (shown earlier) over multiple periods to examine the
cumulative sources of excess total fund performance relative to target. These cumulative results quantify the longer-term
sources of total fund excess return relative to target by asset class. These relative attribution effects separate the cumulative
sources of total fund excess return into Asset Allocation Effect and Manager Selection Effect.

Five Year Annualized Relative Attribution Effects
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Actual Target Actual Target Manager Asset Relative

Asset Class Weight Weight Return Return Effect Allocation Return
Large Cap Equity 11% 11% 17.72% 16.41% 0.12% (0.01%) 0.12%
Small Cap Equity 4% 4% 17.61% 15.82% 0.06% 0.01% 0.07%
Domestic Fixed Income 52% 52% 6.04% 3.08% 1.53% (0.01%) 1.53%
Real Estate 7% 6% 14.55% 11.18% 0.21% 0.03% 0.25%
International Equity 8% 8% 9.11% 7.36% 0.14% (0.01%) 0.12%
Diversified Real Assets 18% 19% 4.00% 3.54% 0.09% 0.01% 0.10%
Cash & Equivalents 1% 1% 0.13% 0.10% 0.00% 0.01% 0.01%

Total = + +7.94% 5.74% 2.17% 0.03% 2.20%

* Current Quarter Target = 53.0% BB Barclays Aggregate Idx, 15.0% NDSIB WSI DRA Weighted Benchmark, 12.0% Russell 1000 Index, 9.0% MSCI World ex

US, 6.0% NCREIF Total Index, 4.0% Russell 2000 Index and 1.0% 3-month Treasury Bill.
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Cumulative Total Fund Relative Attribution - September 30, 2016

The charts below accumulate the Total Fund Attribution Analysis (shown earlier) over multiple periods to examine the
cumulative sources of excess total fund performance relative to target. These cumulative results quantify the longer-term
sources of total fund excess return relative to target by asset class. These relative attribution effects separate the cumulative
sources of total fund excess return into Asset Allocation Effect and Manager Selection Effect.

Six and One-Quarter Year Annualized Relative Attribution Effects
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Effective Effective Total
Actual Target Actual Target Manager Asset Relative

Asset Class Weight Weight Return Return Effect Allocation Return
Large Cap Equity 11% 11% 15.78% 15.08% 0.07% 0.04% 0.11%
Small Cap Equity 4% 4% 15.20% 13.76% 0.05% (0.01%) 0.04%
Domestic Fixed Income 52% 52% 6.48% 3.71% 1.45% (0.05%) 1.40%
Real Estate 6% 6% 17.12% 12.16% 0.29% 0.03% 0.32%
International Equity 7% 8% 7.59% 5.86% 0.14% (0.03%) 0.10%
Diversified Real Assets 19% 19% 4.58% 5.13% (0.11%) (0.00%) (0.11%)
Cash & Equivalents 1% 1% 0.17% 0.11% 0.00% 0.00% 0.00%

Total = + +8.11% 6.22% 1.90% (0.01%) 1.88%

* Current Quarter Target = 53.0% BB Barclays Aggregate Idx, 15.0% NDSIB WSI DRA Weighted Benchmark, 12.0% Russell 1000 Index, 9.0% MSCI World ex

US, 6.0% NCREIF Total Index, 4.0% Russell 2000 Index and 1.0% 3-month Treasury Bill.
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NDSIB - Workforce Safety & Insurance
Cumulative Results
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Actual vs Target Historical Asset Allocation

The Historical asset allocation for a fund is by far the largest factor explaining its performance. The charts below show the
fund’s historical actual asset allocation, and the fund’s historical target asset allocation.
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* Current Quarter Target = 53.0% BB Barclays Aggregate Idx, 15.0% NDSIB WSI DRA Weighted Benchmark, 12.0% Russell 1000 Index, 9.0% MSCI World ex

US, 6.0% NCREIF Total Index, 4.0% Russell 2000 Index and 1.0% 3-month Treasury Bill.
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Asset Class Rankings

The charts below show the rankings of each asset class component of the Total Fund relative to appropriate comparative
databases. In the upper right corner of each graph is the weighted average of the rankings across the different asset classes.
The weights of the fund’s actual asset allocation are used to make this calculation. The weighted average ranking can be
viewed as a measure of the fund’s overall success in picking managers and structuring asset classes.

Total Asset Class Performance
One Year Ended September 30, 2016
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Total Asset Class Performance
Five Years Ended September 30, 2016
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* Current Quarter Target = 53.0% BB Barclays Aggregate Idx, 15.0% NDSIB WSI DRA Weighted Benchmark, 12.0% Russell 1000 Index, 9.0% MSCI World ex

US, 6.0% NCREIF Total Index, 4.0% Russell 2000 Index and 1.0% 3-month Treasury Bill.
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Asset Class Allocation

The table below contrasts the distribution of assets across the Fund’s investment managers as of September 30, 2016, with
the distribution as of June 30, 2016. The change in asset distribution is broken down into the dollar change due to Net New
Investment and the dollar change due to Investment Return.

Asset Class Allocation

September 30, 2016 June 30, 2016

Market Value Weight Net New Inv. Inv. Return Market Value Weight
Large Cap Equity $221,312,984 11.90% $(9,404,869) $9,090,448 $221,627,405 12.10%

Small Cap Equity $73,739,311 3.96% $(4,778,753) $6,525,705 $71,992,360 3.93%

International Equity $169,012,464 9.09% $833,981 $14,148,679 $154,029,804 8.41%

Domestic Fixed Income $979,574,772 52.66% $(14,516,426) $17,546,976 $976,544,222 53.30%

Diversified Real Assets $268,256,161 14.42% $(720,120) $4,090,278 $264,886,004 14.46%

Real Estate $132,205,319 7.11% $(52,837) $1,039,405 $131,218,750 7.16%

Cash & Equivalents $15,922,467 0.86% $4,112,085 $4,951 $11,805,431 0.64%

Securities Lending Income $0 0.00% $(42,178) $42,178 - -

Total Fund $1,860,023,478 100.0% $(24,569,117) $52,488,619 $1,832,103,976 100.0%

PLEASE REFER TO PAGE 36 FOR INVESTMENT MANAGER LEVEL ASSET ALLOCATION.
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Asset Class Returns

The table below details the rates of return for the Fund’s investment managers over various time periods ended September
30, 2016. Negative returns are shown in red, positive returns in black. Returns for one year or greater are annualized. The
first set of returns for each asset class represents the composite returns for all the fund’s accounts for that asset class.

Returns for Periods Ended September 30, 2016

Last Last Last
Last Last  3  5 6-1/4

Quarter Year Years Years Years

Large Cap Equity
Gross 4.10% 14.21% 11.59% 17.72% 15.78%
Net 4.02% 13.97% 11.39% 17.50% 15.51%
   Benchmark(1) 4.03% 14.93% 10.78% 16.40% 15.08%

Small Cap Equity
Gross 9.10% 17.37% 8.13% 17.61% 15.20%
Net 8.74% 16.91% 7.73% 17.14% 14.57%
   Russell 2000 9.05% 15.47% 6.71% 15.82% 13.76%

International Equity
Gross 9.18% 10.18% 2.15% 9.11% 7.59%
Net 9.13% 9.84% 1.83% 8.73% 7.20%
   Benchmark(2) 6.29% 6.38% 0.43% 7.36% 5.86%

Domestic Fixed Income
Gross 1.80% 7.94% 5.76% 6.04% 6.48%
Net 1.76% 7.80% 5.62% 5.87% 6.31%
   BB Barclays Aggregate 0.46% 5.19% 4.03% 3.08% 3.71%

Diversified Real Assets
Gross 1.55% 4.59% 4.24% 4.00% 4.58%
Net 1.53% 4.25% 3.91% 3.66% 4.22%
   Weighted Benchmark 1.59% 4.33% 3.53% 3.54% 5.13%

Real Estate
Gross 0.79% 9.83% 12.29% 14.55% 17.12%
Net 0.75% 9.02% 11.48% 13.56% 16.08%
   NCREIF Total Index 1.77% 9.22% 11.31% 11.18% 12.16%

Cash & Equivalents - Net 0.06% 0.17% 0.06% 0.13% 0.17%
   90 Day Treasury Bills 0.10% 0.27% 0.11% 0.10% 0.11%

Total Fund
Gross 2.88% 8.85% 6.39% 7.94% 8.11%
Net 2.82% 8.59% 6.15% 7.66% 7.81%
   Target* 1.99% 7.08% 4.94% 5.74% 6.22%

* Current Quarter Target = 53.0% BB Barclays Aggregate Idx, 15.0% NDSIB WSI DRA Weighted Benchmark, 12.0% Russell
1000 Index, 9.0% MSCI World ex US, 6.0% NCREIF Total Index, 4.0% Russell 2000 Index and 1.0% 3-month Treasury Bill.
(1) S&P 500 Index through 12/31/2011 and Russell 1000 Index thereafter.
(2) MSCI EAFE through 9/30/2000; 50% Hedged EAFE through 3/31/2011, MSCI EAFE again through 6/30/2016 and
MSCI World ex-US thereafter.
PLEASE REFER TO PAGE 37-39 FOR INVESTMENT MANAGER LEVEL RETURNS.
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Actual vs Target Asset Allocation
As of September 30, 2016

The first chart below shows the Fund’s asset allocation as of September 30, 2016. The second chart shows the Fund’s target
asset allocation as outlined in the investment policy statement.

Actual Asset Allocation
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3%

Target Asset Allocation
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84%

BND CDs
14%

Cash & Equivalents
2%

$000s Weight Percent $000s
Asset Class Actual Actual Target Difference Difference
Short Term Fixed Income        485,201   83.9%   83.9%    0.0% (1)
BND CDs          78,098   13.5%   13.7% (0.2%) (1,073)
Cash & Equivalents          15,011    2.6%    2.4%    0.2%           1,074
Total         578,310  100.0%  100.0%

* Current Quarter Target = 83.9% BB Barclays Gov 1-3 Yr, 13.7% NDSIB Budget - Bond CDs and 2.4% 3-month Treasury Bill.
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Quarterly Total Fund Relative Attribution - September 30, 2016

The following analysis approaches Total Fund Attribution from the perspective of relative return. Relative return attribution
separates and quantifies the sources of total fund excess return relative to its target. This excess return is separated into two
relative attribution effects: Asset Allocation Effect and Manager Selection Effect. The Asset Allocation Effect represents the
excess return due to the actual total fund asset allocation differing from the target asset allocation. Manager Selection Effect
represents the total fund impact of the individual managers excess returns relative to their benchmarks.

Asset Class Under or Overweighting
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Relative Attribution Effects for Quarter ended September 30, 2016

Effective Effective Total
Actual Target Actual Target Manager Asset Relative

Asset Class Weight Weight Return Return Effect Allocation Return
BND CDs 14% 14% 0.64% 0.64% 0.00% (0.00%) (0.00%)
Short Term Fixed Income84% 84% 0.43% (0.10%) 0.44% 0.00% 0.44%
Cash & Equivalents 2% 2% 0.06% 0.10% (0.00%) 0.00% (0.00%)

Total = + +0.45% 0.01% 0.44% (0.00%) 0.44%

* Current Quarter Target = 83.9% BB Barclays Gov 1-3 Yr, 13.7% NDSIB Budget - Bond CDs and 2.4% 3-month Treasury Bill.
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Cumulative Total Fund Relative Attribution - September 30, 2016

The charts below accumulate the Total Fund Attribution Analysis (shown earlier) over multiple periods to examine the
cumulative sources of excess total fund performance relative to target. These cumulative results quantify the longer-term
sources of total fund excess return relative to target by asset class. These relative attribution effects separate the cumulative
sources of total fund excess return into Asset Allocation Effect and Manager Selection Effect.

One Year Relative Attribution Effects
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Effective Effective Total
Actual Target Actual Target Manager Asset Relative

Asset Class Weight Weight Return Return Effect Allocation Return
BND CDs 15% 15% 2.59% 2.59% 0.00% (0.00%) (0.00%)
Short Term Fixed Income83% 83% 2.03% 0.89% 0.96% 0.00% 0.96%
Cash & Equivalents 2% 2% 0.18% 0.27% (0.00%) 0.00% (0.00%)

Total = + +2.09% 1.13% 0.96% (0.00%) 0.96%

* Current Quarter Target = 83.9% BB Barclays Gov 1-3 Yr, 13.7% NDSIB Budget - Bond CDs and 2.4% 3-month Treasury Bill.

 55
NDSIB - Budget Stabilization Fund



Cumulative Total Fund Relative Attribution - September 30, 2016

The charts below accumulate the Total Fund Attribution Analysis (shown earlier) over multiple periods to examine the
cumulative sources of excess total fund performance relative to target. These cumulative results quantify the longer-term
sources of total fund excess return relative to target by asset class. These relative attribution effects separate the cumulative
sources of total fund excess return into Asset Allocation Effect and Manager Selection Effect.

Three Year Annualized Relative Attribution Effects
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Effective Effective Total
Actual Target Actual Target Manager Asset Relative

Asset Class Weight Weight Return Return Effect Allocation Return
BND CDs 17% 17% 2.67% 1.10% 0.28% (0.00%) 0.28%
Short Term Fixed Income81% 81% 1.87% 0.87% 0.82% 0.00% 0.82%
Cash & Equivalents 2% 2% 0.07% 0.11% (0.00%) 0.00% 0.00%

Total = + +1.97% 0.87% 1.10% 0.00% 1.10%

* Current Quarter Target = 83.9% BB Barclays Gov 1-3 Yr, 13.7% NDSIB Budget - Bond CDs and 2.4% 3-month Treasury Bill.
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Cumulative Total Fund Relative Attribution - September 30, 2016

The charts below accumulate the Total Fund Attribution Analysis (shown earlier) over multiple periods to examine the
cumulative sources of excess total fund performance relative to target. These cumulative results quantify the longer-term
sources of total fund excess return relative to target by asset class. These relative attribution effects separate the cumulative
sources of total fund excess return into Asset Allocation Effect and Manager Selection Effect.

Five Year Annualized Relative Attribution Effects
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Effective Effective Total
Actual Target Actual Target Manager Asset Relative

Asset Class Weight Weight Return Return Effect Allocation Return
BND CDs 20% 20% 3.14% 0.69% 0.54% (0.00%) 0.54%
Short Term Fixed Income78% 78% 1.89% 0.72% 0.90% (0.00%) 0.90%
Cash & Equivalents 2% 2% 0.13% 0.10% 0.00% 0.00% 0.00%

Total = + +2.13% 0.69% 1.44% (0.00%) 1.44%

* Current Quarter Target = 83.9% BB Barclays Gov 1-3 Yr, 13.7% NDSIB Budget - Bond CDs and 2.4% 3-month Treasury Bill.
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Cumulative Total Fund Relative Attribution - September 30, 2016

The charts below accumulate the Total Fund Attribution Analysis (shown earlier) over multiple periods to examine the
cumulative sources of excess total fund performance relative to target. These cumulative results quantify the longer-term
sources of total fund excess return relative to target by asset class. These relative attribution effects separate the cumulative
sources of total fund excess return into Asset Allocation Effect and Manager Selection Effect.

Six and One-Quarter Year Annualized Relative Attribution Effects
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Effective Effective Total
Actual Target Actual Target Manager Asset Relative

Asset Class Weight Weight Return Return Effect Allocation Return
BND CDs 22% 16% 3.39% 1.43% 0.43% 0.26% 0.69%
Short Term Fixed Income74% 62% 2.01% 1.07% 0.72% 0.28% 1.00%
Cash & Equivalents 4% 21% 0.17% 0.11% 0.00% 0.00% 0.01%

Total = + +2.28% 0.58% 1.16% 0.54% 1.70%

* Current Quarter Target = 83.9% BB Barclays Gov 1-3 Yr, 13.7% NDSIB Budget - Bond CDs and 2.4% 3-month Treasury Bill.
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NDSIB - Budget Stabilization Fund
Cumulative Results
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Actual vs Target Historical Asset Allocation

The Historical asset allocation for a fund is by far the largest factor explaining its performance. The charts below show the
fund’s historical actual asset allocation, and the fund’s historical target asset allocation.
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* Current Quarter Target = 83.9% BB Barclays Gov 1-3 Yr, 13.7% NDSIB Budget - Bond CDs and 2.4% 3-month Treasury Bill.
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Asset Class Allocation

The table below contrasts the distribution of assets across the Fund’s investment managers as of September 30, 2016, with
the distribution as of June 30, 2016. The change in asset distribution is broken down into the dollar change due to Net New
Investment and the dollar change due to Investment Return.

Asset Class Allocation

September 30, 2016 June 30, 2016

Market Value Weight Net New Inv. Inv. Return Market Value Weight
Short Term Fixed Income $485,200,912 83.90% $(2,183,698) $2,066,375 $485,318,235 84.27%

BND CDs $78,097,841 13.50% $(4,008,160) $502,368 $81,603,633 14.17%

Cash & Equivalents $15,010,779 2.60% $6,007,157 $7,109 $8,996,513 1.56%

Securities Lending Income $0 0.00% $(2,120) $2,120 - -

Total Fund $578,309,532 100.0% $(186,822) $2,577,973 $575,918,381 100.0%

PLEASE REFER TO PAGE 36 FOR INVESTMENT MANAGER LEVEL ASSET ALLOCATION.
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Investment Manager Returns

The table below details the rates of return for the Fund’s investment managers over various time periods ended September
30, 2016. Negative returns are shown in red, positive returns in black. Returns for one year or greater are annualized. The
first set of returns for each asset class represents the composite returns for all the fund’s accounts for that asset class.

Returns for Periods Ended September 30, 2016

Last Last Last
Last Last  3  5 6-1/4

Quarter Year Years Years Years

Short Term Fixed Income
Gross 0.43% 2.03% 1.87% 1.89% 2.01%
Net 0.39% 1.89% 1.74% 1.76% 1.88%
   BB Barclays Gov 1-3 Yr (0.10%) 0.89% 0.87% 0.72% 0.88%

BND CDs - Net 0.64% 2.59% 2.67% 3.14% 3.39%

Cash & Equivalents - Net 0.06% 0.18% 0.07% 0.13% 0.17%
   3-month Treasury Bill 0.10% 0.27% 0.11% 0.10% 0.11%

Total Fund
Gross 0.45% 2.09% 1.97% 2.13% 2.28%
Net 0.42% 1.97% 1.87% 2.03% 2.19%
   Target* 0.01% 1.13% 0.87% 0.69% 0.58%

* Current Quarter Target = 83.9% BB Barclays Gov 1-3 Yr, 13.7% NDSIB Budget - Bond CDs and 2.4% 3-month Treasury
Bill.

PLEASE REFER TO PAGES 37-39 FOR INVESTMENT MANAGER LEVEL RETURNS.
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Parametric Clifton Large Cap
Period Ended September 30, 2016

Investment Philosophy
Parametric Clifton utilizes equity futures to gain benchmark exposure in constructing the portfolio it believes provides the
greatest likelihood of outperforming the index.  In this construction the underlying cash portfolio is invested in a liquid, high
quality short duration fixed income portfolio.  Over market cycles excess return generated by the short duration portfolio,
when added to the performance of futures is expected to allow the strategy to achieve 0.50% to 1.00% of gross excess
annual performance.

Quarterly Summary and Highlights
Parametric Clifton Large Cap’s portfolio posted a 3.92%
return for the quarter placing it in the 65 percentile of the CAI
Large Capitalization group for the quarter and in the 9
percentile for the last year.

Parametric Clifton Large Cap’s portfolio outperformed the
S&P 500 Index by 0.07% for the quarter and outperformed
the S&P 500 Index for the year by 1.41%.

Quarterly Asset Growth

Beginning Market Value $48,117,929

Net New Investment $-2,092,954

Investment Gains/(Losses) $1,886,373

Ending Market Value $47,911,347

Performance vs CAI Large Capitalization (Gross)
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10th Percentile 6.90 16.19 9.02 12.64 17.67 16.58
25th Percentile 5.60 14.45 7.47 11.26 17.03 15.51

Median 4.51 12.15 6.12 10.05 16.04 14.33
75th Percentile 3.41 10.59 4.50 8.95 15.12 13.08
90th Percentile 2.05 8.32 2.99 7.95 14.19 12.20

Parametric
Clifton Large Cap 3.92 16.84 7.66 11.67 16.98 15.84

S&P 500 Index 3.85 15.43 7.11 11.16 16.37 14.40

Relative Return vs S&P 500 Index
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L.A. Capital
Period Ended September 30, 2016

Investment Philosophy
The LA Capital Structured portfolio is a large growth portfolio benchmarked to the Russell 1000 Growth Index.  It is an
active assignment meaning that it targets a 2% alpha and constrains its risk budget (tracking error) to 4% relative to the
benchmark.  LA Capital believes that investment results are driven by Investor Preferences and thus recognize that when
preferences shift a different posture related to that factor is warranted.

Quarterly Summary and Highlights
L.A. Capital Large Cap Growth’s portfolio posted a 3.56%
return for the quarter placing it in the 81 percentile of the CAI
Large Cap Growth group for the quarter and in the 11
percentile for the last year.

L.A. Capital Large Cap Growth’s portfolio underperformed
the Russell 1000 Growth Index by 1.02% for the quarter and
outperformed the Russell 1000 Growth Index for the year by
0.93%.

Quarterly Asset Growth

Beginning Market Value $72,676,244

Net New Investment $-4,037,517

Investment Gains/(Losses) $2,601,575

Ending Market Value $71,240,303

Performance vs CAI Large Cap Growth (Gross)
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(66)

10th Percentile 8.20 14.91 9.86 13.26 18.31 10.21 9.71
25th Percentile 6.29 13.04 8.75 12.57 17.18 9.44 8.98

Median 5.28 11.27 7.36 10.85 16.24 8.94 8.28
75th Percentile 4.18 9.82 6.17 9.73 15.08 7.93 7.84
90th Percentile 2.45 7.60 4.67 8.91 14.29 6.86 7.26

L.A. Capital
Large Cap Growth 3.56 14.69 9.99 13.08 18.21 9.55 9.33

Russell 1000
Growth Index 4.58 13.76 8.34 11.83 16.60 8.85 8.07

Relative Return vs Russell 1000 Growth Index
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L.A. Capital Enhanced
Period Ended September 30, 2016

Investment Philosophy
The LA Capital Enhanced portfolio is a large core portfolio benchmarked to the Russell 1000 Index.  Characterized as an
enhanced index assignment, its objective is to track the benchmark with lower variability.  The pension portfolio began in
August of 2000 and the insurance portfolio was initiated in April of 2004.  Since October of 2006 a small portion of each of
the two core accounts was allocated into the Large Cap Alpha Fund with intent to add incremental alpha to the assignment
given that the information ratio was expected to be higher.

Quarterly Summary and Highlights
L.A. Capital Enhanced’s portfolio posted a 3.36% return for
the quarter placing it in the 74 percentile of the CAI Large
Cap Core group for the quarter and in the 15 percentile for
the last year.

L.A. Capital Enhanced’s portfolio underperformed the
Russell 1000 Index by 0.67% for the quarter and
outperformed the Russell 1000 Index for the year by 0.70%.

Quarterly Asset Growth

Beginning Market Value $48,689,003

Net New Investment $-2,516,835

Investment Gains/(Losses) $1,637,228

Ending Market Value $47,809,396

Performance vs CAI Large Cap Core (Gross)
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10th Percentile 6.62 16.88 8.50 11.97 17.52 8.71 8.93
25th Percentile 5.50 14.82 7.30 11.33 16.98 8.08 8.55

Median 4.55 12.77 6.06 10.64 16.13 7.39 8.08
75th Percentile 3.30 10.67 4.80 9.43 15.17 6.82 7.68
90th Percentile 1.87 9.21 3.26 8.38 14.21 6.35 7.14

L.A. Capital
Enhanced 3.36 15.64 8.52 11.81 17.39 8.74 9.08

Russell 1000 Index 4.03 14.93 6.88 10.78 16.41 7.40 7.86

Relative Return vs Russell 1000 Index
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LSV Asset Management
Period Ended September 30, 2016

Investment Philosophy
The objective of LSV Asset Management’s Large Cap Value Equity (U.S.) strategy is to outperform the Russell 1000 Value
by at least 200 basis points (gross of fees) per annum over a 3-5 year period with a tracking error of approximately 4%.
Their stock selection process is a quantitative approach that ranks a broad universe of stocks on a combination of value
and momentum factors and seeks to invest approximately 100 stocks in the most attractive securities possible within strict
risk parameters to control the portfolio’s tracking error relative to the benchmark.  The resulting portfolio is broadly
diversified across industry groups and fully invested.

Quarterly Summary and Highlights
LSV Large Cap Value’s portfolio posted a 5.32% return for
the quarter placing it in the 17 percentile of the CAI Large
Cap Value group for the quarter and in the 70 percentile for
the last year.

LSV Large Cap Value’s portfolio outperformed the Russell
1000 Value Index by 1.84% for the quarter and
underperformed the Russell 1000 Value Index for the year
by 4.99%.

Quarterly Asset Growth

Beginning Market Value $69,867,064

Net New Investment $-2,052,663

Investment Gains/(Losses) $3,690,542

Ending Market Value $71,504,942

Performance vs CAI Large Cap Value (Gross)
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10th Percentile 5.87 17.73 6.72 10.91 17.50 8.04 8.16
25th Percentile 4.81 15.12 5.75 9.91 16.63 7.29 7.82

Median 3.78 13.71 4.51 8.99 15.88 6.63 7.16
75th Percentile 3.20 10.83 3.32 8.10 15.14 5.80 6.37
90th Percentile 2.03 9.91 1.90 7.08 14.05 4.74 5.61

LSV Large
Cap Value 5.32 11.21 4.87 9.97 18.00 6.90 8.61

Russell 1000
Value Index 3.48 16.20 5.38 9.70 16.15 5.85 6.32

Relative Return vs Russell 1000 Value Index
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Parametric Clifton SmallCap
Period Ended September 30, 2016

Investment Philosophy
Parametric Clifton utilizes equity futures to gain benchmark exposure in constructing the portfolio it believes provides the
greatest likelihood of outperforming the index.  In this construction the underlying cash portfolio is invested in a liquid, high
quality short duration fixed income portfolio.  Over market cycles excess return generated by the short duration portfolio,
when added to the performance of futures is expected to allow the strategy to achieve 0.50% to 1.00% of gross excess
annual performance.

Quarterly Summary and Highlights
Parametric Clifton SmallCap’s portfolio posted a 9.50%
return for the quarter placing it in the 19 percentile of the CAI
Small Capitalization group for the quarter and in the 23
percentile for the last year.

Parametric Clifton SmallCap’s portfolio outperformed the
Russell 2000 Index by 0.45% for the quarter and
outperformed the Russell 2000 Index for the year by 1.60%.

Quarterly Asset Growth

Beginning Market Value $46,373,876

Net New Investment $-5,756,569

Investment Gains/(Losses) $4,344,492

Ending Market Value $44,961,799

Performance vs CAI Small Capitalization (Gross)
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10th Percentile 10.78 19.80 12.05 10.79 19.98 19.19
25th Percentile 9.04 16.74 10.38 9.12 18.44 17.51

Median 7.69 13.49 8.38 7.28 16.74 16.02
75th Percentile 6.44 8.78 5.47 5.16 14.76 14.81
90th Percentile 5.41 5.40 2.59 2.37 13.29 13.46

Parametric
Clifton SmallCap 9.50 17.07 9.87 8.22 17.42 16.44

Russell 2000 Index 9.05 15.47 8.12 6.71 15.82 14.16

Relative Return vs Russell 2000 Index
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PIMCO RAE
Period Ended September 30, 2016

Investment Philosophy
Small company value equity portfolio utilizing the index strategy and philosophy described as the Enhanced RAFI    US
Small strategy which relies on portfolio weights derived from firm fundamentals (free cash flow, book equity value, total
sales and gross dividend), instead of market capitalization.  Additionally, the enhanced portfolio strategy uses a quality of
earnings screening and a financial distress screening to augment portfolio returns and reduce portfolio volatility.

Quarterly Summary and Highlights
PIMCO RAE’s portfolio posted a 8.60% return for the quarter
placing it in the 31 percentile of the CAI Small Capitalization
group for the quarter and in the 18 percentile for the last
year.

PIMCO RAE’s portfolio underperformed the Russell 2000
Index by 0.44% for the quarter and outperformed the Russell
2000 Index for the year by 2.41%.

Quarterly Asset Growth

Beginning Market Value $33,210,801

Net New Investment $-21,880

Investment Gains/(Losses) $2,856,291

Ending Market Value $36,045,212

Performance vs CAI Small Capitalization (Gross)
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10th Percentile 10.78 19.80 12.05 10.79 19.98 9.75
25th Percentile 9.04 16.74 10.38 9.12 18.44 8.87

Median 7.69 13.49 8.38 7.28 16.74 7.70
75th Percentile 6.44 8.78 5.47 5.16 14.76 6.52
90th Percentile 5.41 5.40 2.59 2.37 13.29 5.40

PIMCO RAE 8.60 17.88 8.83 7.65 17.50 7.80

Russell 2000 Index 9.05 15.47 8.12 6.71 15.82 6.50

Relative Return vs Russell 2000 Index
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DFA Intl Small Cap Value
Period Ended September 30, 2016

Investment Philosophy
The International Small Cap Value Portfolio invests in the stocks of small, non-US developed markets companies that
Dimensional believes to be value stocks at the time of purchase.  Specifically, it looks at companies that fall within the
smallest 8-10% of each country’s market capitalization, and who’s shares have a high book value in relation to their market
value (BtM).  It does not invest in emerging markets.

Quarterly Summary and Highlights
DFA Intl Small Cap Value’s portfolio posted a 10.54% return
for the quarter placing it in the 4 percentile of the Lipper
International Small Cap Funds group for the quarter and in
the 37 percentile for the last year.

DFA Intl Small Cap Value’s portfolio outperformed the World
ex US SC Value by 1.77% for the quarter and
underperformed the World ex US SC Value for the year by
1.62%.

Quarterly Asset Growth

Beginning Market Value $16,873,372

Net New Investment $0

Investment Gains/(Losses) $1,778,946

Ending Market Value $18,652,318

Performance vs Lipper International Small Cap Funds (Net)
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10th Percentile 9.20 15.27 7.42 6.19 12.70 5.37
25th Percentile 8.65 11.50 5.26 4.73 11.49 3.79

Median 7.33 9.02 3.09 3.63 10.54 2.77
75th Percentile 6.26 6.37 1.10 1.65 9.28 1.73
90th Percentile 5.31 4.32 (0.37) (0.14) 7.84 0.65

DFA Intl
Small Cap Value 10.54 10.46 2.98 4.19 11.47 3.46

World ex
US SC Value 8.77 12.08 2.32 2.80 9.48 3.03

Relative Return vs World ex US SC Value
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LSV Intl Value
Period Ended September 30, 2016

Investment Philosophy
The objective of LSV Asset Management’s International Large Cap Value strategy is to outperform the MSCI EAFE Index
by at least 250 basis points (gross of fees) per annum over an annualized 3-5 year period with a tracking error of
approximately 5-6%.  Their stock selection process is a quantitative approach that ranks a broad universe of stocks on a
combination of value and momentum factors and seeks to invest approximately 150 stocks in the most attractive securities
possible within strict risk parameters to control the portfolio’s tracking error relative to the benchmark.  The resulting
portfolio is broadly diversified across industry groups and fully invested.  LSV weights countries at a neutral weight relative
to the benchmark country weights.  50% of the portfolio is US dollar hedged. *MSCI EAFE through 9/30/2000, 50%
Hedged EAFE through 3/31/2011 and MSCI EAFE again thereafter.

Quarterly Summary and Highlights
LSV Intl Value’s portfolio posted a 8.55% return for the
quarter placing it in the 16 percentile of the CAI Non-U.S.
Equity Style group for the quarter and in the 54 percentile for
the last year.

LSV Intl Value’s portfolio outperformed the Benchmark by
2.12% for the quarter and outperformed the Benchmark for
the year by 1.09%.

Quarterly Asset Growth

Beginning Market Value $69,353,781

Net New Investment $-69,833

Investment Gains/(Losses) $5,930,684

Ending Market Value $75,214,632

Performance vs CAI Non-U.S. Equity Style (Gross)
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10th Percentile 8.96 13.33 3.72 4.21 10.80 5.64 7.43
25th Percentile 7.80 10.74 2.09 3.27 9.94 4.61 6.45

Median 6.77 7.94 0.34 2.16 8.75 3.20 5.34
75th Percentile 5.77 5.40 (1.19) 0.74 7.76 2.60 4.67
90th Percentile 4.47 3.92 (3.05) (0.39) 6.57 1.86 4.00

LSV Intl Value 8.55 7.61 (0.20) 1.60 8.51 1.20 4.25

Benchmark 6.43 6.52 (1.36) 0.48 7.39 1.47 4.05

Relative Return vs Benchmark
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Vanguard Intl Explorer Fund
Period Ended September 30, 2016

Investment Philosophy
Vanguard International Explorer Fund invests primarily in the equity securities of small-capitalization companies located
outside the United States that the advisor believes offer the potential for long-term capital appreciation. The advisor
considers, among other things, whether a company is likely to have above-average earnings growth, whether the
company’s securities are attractively valued, and whether the company has any proprietary advantages.

Quarterly Summary and Highlights
Vanguard Intl Explorer Fund’s portfolio posted a 8.43%
return for the quarter placing it in the 30 percentile of the
Lipper International Small Cap Funds group for the quarter
and in the 58 percentile for the last year.

Vanguard Intl Explorer Fund’s portfolio outperformed the
S&P BMI EPAC <$2 B by 0.53% for the quarter and
underperformed the S&P BMI EPAC <$2 B for the year by
5.81%.

Quarterly Asset Growth

Beginning Market Value $17,368,355

Net New Investment $0

Investment Gains/(Losses) $1,463,625

Ending Market Value $18,831,980

Performance vs Lipper International Small Cap Funds (Net)
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10th Percentile 9.20 15.27 7.42 6.19 12.70 7.67 13.12
25th Percentile 8.65 11.50 5.26 4.73 11.49 5.83 11.67

Median 7.33 9.02 3.09 3.63 10.54 4.43 9.99
75th Percentile 6.26 6.37 1.10 1.65 9.28 3.47 8.48
90th Percentile 5.31 4.32 (0.37) (0.14) 7.84 2.99 7.81

Vanguard Intl
Explorer Fund 8.43 7.95 3.63 5.20 10.77 4.27 10.29

S&P BMI
EPAC <$2 B 7.90 13.76 5.88 5.21 10.18 4.14 10.01

Relative Return vs S&P BMI EPAC <$2 B
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William Blair
Period Ended September 30, 2016

Investment Philosophy
One of the basic investment tenets of William Blair & Company has been its focus on quality growth companies. They
believe that investing in quality growth companies will generate above average results with generally less risk than the
market. This opportunity exists because they believe the market underestimates the durability and rate of growth in
companies that have the following characteristics: strong management with a unique vision, competitive advantages that
prolong the duration and size of earnings growth, and conservative financing. Internationally, they believe that this
philosophy can be combined with strategic flexibility in managing geographic exposure, capitalization, sector emphasis,
and relative growth and valuation at the portfolio level in order to provide an appropriate degree of adaptability to cyclical
conditions.

Quarterly Summary and Highlights
William Blair’s portfolio posted a 9.76% return for the quarter
placing it in the 12 percentile of the CAI Core+ Growth Int’l
Eq Style group for the quarter.

William Blair’s portfolio outperformed the MSCI ACWI ex US
by 2.85% for the quarter.

Quarterly Asset Growth

Beginning Market Value $59,172,826

Net New Investment $-20,870

Investment Gains/(Losses) $5,774,286

Ending Market Value $64,926,242

Performance vs CAI Core+ Growth Int’l Eq Style (Gross)
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Declaration Total Return
Period Ended September 30, 2016

Investment Philosophy
The Fund’s portfolio holdings consist primarily of RMBS issued by private sector companies (Non-Agency RMBS) and
government agencies (Agency MBS) and CMBS issued by private sector companies. Agency MBS includes securities
issued by the Federal National Mortgage Association (Fannie Mae), the Federal Home Loan Mortgage Corporation
(Freddie Mac) and the Government National Mortgage Association (Ginnie Mae). Portfolio holdings may range from short
tenure senior classes to stressed issues or subordinated securities with substantial risk of non-payment and
correspondingly higher yields.  Smaller portfolio allocations may include consumer asset-backed securities (ABS), or other
structured credit securities and corporate bonds. As a diversification strategy and a potential hedge to credit risk, the Fund
may invest in securities which tend to benefit from slow mortgage prepayments and economic growth, such as interest only
(IO) MBS.

Quarterly Summary and Highlights
Declaration Total Return’s portfolio posted a 2.16% return
for the quarter placing it in the 1 percentile of the CAI
Intermediate Fixed Income Mut Funds group for the quarter
and in the 45 percentile for the last year.

Declaration Total Return’s portfolio outperformed the Libor-3
Month by 1.96% for the quarter and outperformed the
Libor-3 Month for the year by 3.27%.

Quarterly Asset Growth

Beginning Market Value $80,036,248

Net New Investment $-28,632

Investment Gains/(Losses) $1,725,663

Ending Market Value $81,733,279

Performance vs CAI Intermediate Fixed Income Mut Funds (Net)
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Median 0.47 3.14 2.40 2.68
75th Percentile 0.13 2.03 2.12 2.03
90th Percentile (0.26) 1.10 1.20 1.28

Declaration
Total Return 2.16 3.88 3.84 4.68

Libor-3 Month 0.19 0.61 0.44 0.38

Relative Return vs Libor-3 Month
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PIMCO DiSCO II
Period Ended September 30, 2016

Investment Philosophy
The PIMCO Distressed Senior Credit Opportunities Fund is an opportunistic private-equity style Fund which seeks to
provide investors enhanced returns principally through long-biased investments in undervalued senior and super senior
structured credit securities that are expected to produce attractive levels of current income and that may also appreciate in
value over the long term.  The fund will look to capitalize on forced sales by liquidity constrained investors.

Quarterly Summary and Highlights
PIMCO DiSCO II’s portfolio posted a 4.15% return for the
quarter placing it in the 1 percentile of the CAI Core Bond
Mutual Funds group for the quarter and in the 1 percentile
for the last year.

PIMCO DiSCO II’s portfolio outperformed the BB Barclays
Aggregate Idx by 3.69% for the quarter and outperformed
the BB Barclays Aggregate Idx for the year by 3.11%.

Quarterly Asset Growth

Beginning Market Value $82,450,671

Net New Investment $0

Investment Gains/(Losses) $3,421,647

Ending Market Value $85,872,318

Performance vs CAI Core Bond Mutual Funds (Net)
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25th Percentile 0.99 5.84 3.87 4.16 3.52

Median 0.75 5.31 3.57 3.84 3.26
75th Percentile 0.54 4.87 3.30 3.52 3.01
90th Percentile 0.30 4.55 2.84 3.04 2.63

PIMCO DiSCO II A 4.15 8.30 5.74 7.59 15.05
BB Barclays

Mortgage B 0.60 3.61 3.52 3.61 2.60

BB Barclays
Aggregate Idx 0.46 5.19 4.06 4.03 3.00

Relative Return vs BB Barclays Aggregate Idx
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PIMCO Bravo II Fund
Period Ended September 30, 2016

Investment Philosophy
The BRAVO II Fund is a private equity style fund targeting an annualized IRR of 15-20% and multiple of 1.8-2x, net of fees
and carried interest with an initial 5-year term.  The fund will seek to capitalize on non-economic asset sale decisions by
global financial institutions.  The fund will have the flexibility to acquire attractively discounted, less liquid loans, structured
credit and other assets tied to residential or commercial real estate markets in the U.S. and Europe.

Quarterly Summary and Highlights
PIMCO Bravo II Fund’s portfolio posted a 0.00% return for
the quarter placing it in the 100 percentile of the CAI Core
Bond Mutual Funds group for the quarter and in the 5
percentile for the last year.

PIMCO Bravo II Fund’s portfolio underperformed the BB
Barclays Aggregate Idx by 0.46% for the quarter and
outperformed the BB Barclays Aggregate Idx for the year by
1.82%.

Quarterly Asset Growth

Beginning Market Value $47,082,300

Net New Investment $0

Investment Gains/(Losses) $0

Ending Market Value $47,082,300

Performance vs CAI Core Bond Mutual Funds (Net)
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PIMCO
Bravo II Fund 0.00 7.02 8.67 14.94

BB Barclays
Aggregate Idx 0.46 5.19 4.06 4.45

Relative Return vs BB Barclays Aggregate Idx
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Prudential
Period Ended September 30, 2016

Investment Philosophy
The core plus fixed income account is a multi-sector strategy that is diversified across a broad range of fixed income
sectors, including Treasuries, agencies, mortgage-backed securities, structured product (asset-backed securities,
commercial mortgage-backed securities), investment grade corporate bonds, high yield bonds, bank loans and
international debt.  The primary sources of excess return are sector allocation and security selection, with duration and
yield curve less of a focus.

Quarterly Summary and Highlights
Prudential’s portfolio posted a 1.54% return for the quarter
placing it in the 1 percentile of the CAI Core Bond Fixed
Income group for the quarter and in the 1 percentile for the
last year.

Prudential’s portfolio outperformed the BB Barclays
Aggregate Idx by 1.09% for the quarter and outperformed
the BB Barclays Aggregate Idx for the year by 3.01%.

Quarterly Asset Growth

Beginning Market Value $110,445,990

Net New Investment $-1,074,635

Investment Gains/(Losses) $1,706,120

Ending Market Value $111,077,475

Performance vs CAI Core Bond Fixed Income (Gross)
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90th Percentile 0.33 4.96 3.65 3.88 3.24 4.75

Prudential 1.54 8.20 5.66 5.52 5.41 6.65

BB Barclays
Aggregate Idx 0.46 5.19 4.06 4.03 3.08 4.79

Relative Return vs BB Barclays Aggregate Idx
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SSgA US Govt Cr Bd Index
Period Ended September 30, 2016

Investment Philosophy
The Fund seeks an investment return that approximates as closely as practicable, before expenses, the performance of the
Barclays Capital U.S. Government/Credit Bond Index over the long term.

Quarterly Summary and Highlights
SSgA US Govt Cr Bd Index’s portfolio posted a 0.39% return
for the quarter placing it in the 82 percentile of the CAI
Government/Credit group for the quarter and in the 93
percentile for the last year.

SSgA US Govt Cr Bd Index’s portfolio underperformed the
BB Barclays Gov/Credit by 0.01% for the quarter and
underperformed the BB Barclays Gov/Credit for the year by
0.00%.

Quarterly Asset Growth

Beginning Market Value $143,350,650

Net New Investment $-3,012,125

Investment Gains/(Losses) $563,422

Ending Market Value $140,901,947

Performance vs CAI Government/Credit (Gross)
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SSgA US Govt
Cr Bd Index 0.39 5.86 4.30 4.22 4.00

BB Barclays
Gov/Credit 0.40 5.86 4.29 4.22 4.00
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Wells Capital
Period Ended September 30, 2016

Investment Philosophy
The Medium Quality Credit fixed income strategy is designed to maximize total return from the high-grade corporate bond
market while maintaining a strategic allocation to the BBB portion of the high yield market. The investment process for this
fund starts with a "top-down" strategy.  Security selection is determined by in-depth credit research, holding that in-depth
knowledge of industries, companies, and their management teams can help identify credit trends that can lead to
investment opportunities. Furthermore, a disciplined relative value framework is applied to help determine the optimal
position to invest within an industry and within an individual issuer’s capital structure.

Quarterly Summary and Highlights
Wells Capital’s portfolio posted a 2.40% return for the
quarter placing it in the 1 percentile of the CAI Core Bond
Fixed Income group for the quarter and in the 1 percentile
for the last year.

Wells Capital’s portfolio outperformed the BB Barclays Baa
Cred 3% by 0.45% for the quarter and outperformed the BB
Barclays Baa Cred 3% for the year by 0.42%.

Quarterly Asset Growth

Beginning Market Value $312,412,735

Net New Investment $-9,140,328

Investment Gains/(Losses) $7,496,268

Ending Market Value $310,768,674

Performance vs CAI Core Bond Fixed Income (Gross)
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Wells Capital 2.40 10.24 5.33 6.49 6.24 7.48 7.29

BB Barclays
Baa Cred 3% 1.95 9.82 4.54 5.80 5.52 6.60 6.72

Relative Return vs BB Barclays Baa Cred 3%
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Western Asset Management Company
Period Ended September 30, 2016

Investment Philosophy
Western Asset designs this portfolio using all major fixed-income sectors with a bias towards non-Treasuries, especially
corporate, mortgage-backed and asset-backed securities.  Value can be added through sector rotation, issue selection,
duration and term structure weighting.

Quarterly Summary and Highlights
Western Asset’s portfolio posted a 1.66% return for the
quarter placing it in the 1 percentile of the CAI Core Bond
Fixed Income group for the quarter and in the 2 percentile
for the last year.

Western Asset’s portfolio outperformed the BB Barclays
Aggregate Idx by 1.20% for the quarter and outperformed
the BB Barclays Aggregate Idx for the year by 2.47%.

Quarterly Asset Growth

Beginning Market Value $309,027,255

Net New Investment $-3,104,664

Investment Gains/(Losses) $5,115,982

Ending Market Value $311,038,572

Performance vs CAI Core Bond Fixed Income (Gross)
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75th Percentile 0.52 5.29 4.14 4.22 3.44 5.08 6.64
90th Percentile 0.33 4.96 3.65 3.88 3.24 4.75 6.52

Western Asset 1.66 7.67 5.43 5.61 5.17 5.81 7.34

BB Barclays
Aggregate Idx 0.46 5.19 4.06 4.03 3.08 4.79 6.34

Relative Return vs BB Barclays Aggregate Idx
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Western TIPS
Period Ended September 30, 2016

Investment Philosophy
Western Asset’s Global Inflation-Linked composite includes portfolios that employ an active, team-managed investment
approach around a long-term, value-oriented investment philosophy.  Constructed primarily of inflation-indexed securities,
these portfolios use diversified strategies in seeking to add value while minimizing risk.  Value can be added through
country selection, term structure, issue selection, duration management and currency management. Barclays US TIPS
through 12/31/2009 and Barclays Global Inflation-Linked thereafter.

Quarterly Summary and Highlights
Western TIPS’s portfolio outperformed the BB Barclays Glbl
Inftn-Linked by 0.17% for the quarter and outperformed the
BB Barclays Glbl Inftn-Linked for the year by 0.48%.

Quarterly Asset Growth

Beginning Market Value $113,103,474

Net New Investment $-38,307

Investment Gains/(Losses) $3,754,302

Ending Market Value $116,819,469
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Eastern Timber Opportunities
Period Ended September 30, 2016

Investment Philosophy
The investment objective of the Eastern Timberland Opportunities fund is to provide competitive timberland investment
returns from Eastern US timberland investments by pursuing management strategies to increase timber production and
land values through the investment term. TIR will maximize timber values within the portfolio with the application of
intensive forest management techniques to accelerate the growth in timber volume and movement into higher value
product categories.   Additional value will be captured by realizing higher and better use opportunities for select timberland
properties throughout the portfolio.

Quarterly Summary and Highlights
Eastern Timber Opportunities’s portfolio outperformed the
NCREIF Timberland Index by 0.16% for the quarter and
underperformed the NCREIF Timberland Index for the year
by 3.35%.

Quarterly Asset Growth

Beginning Market Value $59,638,348

Net New Investment $-491,007

Investment Gains/(Losses) $491,007

Ending Market Value $59,638,348
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JP Morgan Infrastructure
Period Ended September 30, 2016

Investment Philosophy
The only open-ended private commingled infrastructure fund in the U.S, the JPMorgan Infrastructure Investments Fund
invests in stabilized assets in OECD countries with selected value-added opportunities, across infrastructure industry
sub-sectors, including: toll roads, bridges and tunnels; oil and gas pipelines; electricity transmission and distribution
facilities; contracted power generation assets; water distribution; waste-water collection and processing; railway lines and
rapid rail links; and seaports and airports.

Quarterly Summary and Highlights
JP Morgan Infrastructure’s portfolio underperformed the
CPI-W by 0.09% for the quarter and outperformed the
CPI-W for the year by 1.56%.

Quarterly Asset Growth

Beginning Market Value $75,325,819

Net New Investment $-2

Investment Gains/(Losses) $0

Ending Market Value $75,325,818
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Grosvenor Cust. Infrastructure
Period Ended September 30, 2016

Investment Philosophy
The Customized Infrastructure Strategies LP is a commingled fund focused on providing a comprehensive, diversified
solution for investors looking to access the infrastructure asset class.  The Fund seeks to generate stable, long-term yield
and attractive risk-adjusted returns by investing in a diversified portfolio of primary core and core plus infrastructure funds
(30%), co-investments (40%) and opportunistic secondary fund purchases (30%).

Quarterly Summary and Highlights
Grosvenor Cust. Infrastructure’s portfolio underperformed
the CPI-W by 0.46% for the quarter and outperformed the
CPI-W for the year by 6.99%.

Quarterly Asset Growth

Beginning Market Value $20,683,558

Net New Investment $-616,287

Investment Gains/(Losses) $-75,458

Ending Market Value $19,991,813
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Invesco Core Real Estate
Period Ended September 30, 2016

Investment Philosophy
IRE’s investment philosophy is comprised of two fundamental principles: (1) maximize the predictability and consistency of
investment returns and (2) minimize the risk of capital loss. This philosophy forms the cornerstone of the company’s real
estate investment philosophy.

Quarterly Summary and Highlights
Invesco Core Real Estate’s portfolio posted a 1.59% return
for the quarter placing it in the 51 percentile of the CAI Total
Real Estate Database group for the quarter and in the 53
percentile for the last year.

Invesco Core Real Estate’s portfolio underperformed the
NCREIF Total Index by 0.17% for the quarter and
underperformed the NCREIF Total Index for the year by
0.02%.

Quarterly Asset Growth

Beginning Market Value $61,898,343

Net New Investment $-54,440

Investment Gains/(Losses) $1,040,305

Ending Market Value $62,884,208

Performance vs CAI Total Real Estate Database (Net)
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10th Percentile 3.06 16.94 16.52 15.88 15.35
25th Percentile 2.48 12.06 13.39 13.84 13.24

Median 1.62 9.34 11.70 11.64 11.84
75th Percentile 1.05 5.98 8.64 9.56 9.99
90th Percentile 0.28 (0.54) 3.38 5.97 6.91

Invesco Core
Real Estate 1.59 9.20 12.28 12.11 12.19

NCREIF Total Index 1.77 9.22 11.33 11.31 11.23

Relative Return vs NCREIF Total Index

R
e
la

ti
v
e

 R
e

tu
rn

s

(4%)

(3%)

(2%)

(1%)

0%

1%

2%

3%

4%

12 2013 2014 2015 2016

Invesco Core Real Estate

CAI Total Real Estate Database (Net)
Annualized Four Year Risk vs Return

0 5 10 15 20
0%

5%

10%

15%

20%

25%

30%

Invesco Core Real Estate

NCREIF Total Index

Standard Deviation

R
e

tu
rn

s

 89
North Dakota State Investment Board - Insurance Trust



JP Morgan Real Estate
Period Ended September 30, 2016

Investment Philosophy
The J.P. Morgan U.S. Real Estate Income and Growth Fund seeks to construct and opportunistically manage a portfolio of
core direct real estate investments, complemented by other real estate and real estate-related assets.  The Fund pursues a
broadly diversified absolute-return strategy and pursues all property investments on an opportunistic basis.  The majority of
the Fund’s investments will be in direct core properties in the office, industrial, retail and residential sectors.

Quarterly Summary and Highlights
JP Morgan Real Estate’s portfolio posted a 0.00% return for
the quarter placing it in the 92 percentile of the CAI Total
Real Estate Database group for the quarter and in the 57
percentile for the last year.

JP Morgan Real Estate’s portfolio underperformed the
NCREIF Total Index by 1.77% for the quarter and
underperformed the NCREIF Total Index for the year by
0.38%.

Quarterly Asset Growth

Beginning Market Value $69,386,283

Net New Investment $-2

Investment Gains/(Losses) $0

Ending Market Value $69,386,281

Performance vs CAI Total Real Estate Database (Net)
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Median 1.62 9.34 11.70 11.64 11.74 4.58 5.38
75th Percentile 1.05 5.98 8.64 9.56 10.28 2.09 3.79
90th Percentile 0.28 (0.54) 3.38 5.97 7.09 (1.83) (1.19)

JP Morgan
Real Estate 0.00 8.85 12.17 11.01 13.79 2.19 3.30

NCREIF Total Index 1.77 9.22 11.33 11.31 11.18 7.22 7.79
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JP Morgan  Short Term Bonds
Period Ended September 30, 2016

Investment Philosophy
The investment objective of this account is to outperform the Barclays Capital 1-3 year Government/Credit Index while
maintaining total return risk similar to that of the benchmark as measured over a market cycle. The weighted average
effective duration of the portfolio will typically remain within +/- 30% of the benchmark.

Quarterly Summary and Highlights
JP Morgan  Short Term Bonds’s portfolio posted a 0.08%
return for the quarter placing it in the 63 percentile of the CAI
Defensive Fixed Income group for the quarter and in the 63
percentile for the last year.

JP Morgan  Short Term Bonds’s portfolio outperformed the
BB Barclays Gov/Cred 1-3Y by 0.06% for the quarter and
outperformed the BB Barclays Gov/Cred 1-3Y for the year
by 0.24%.

Quarterly Asset Growth

Beginning Market Value $276,949,790

Net New Investment $-77,913

Investment Gains/(Losses) $225,438

Ending Market Value $277,097,315

Performance vs CAI Defensive Fixed Income (Gross)
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Median 0.15 1.72 1.59 1.47 1.48
75th Percentile 0.03 1.35 1.30 1.18 1.13
90th Percentile (0.02) 1.14 1.17 1.06 0.98

JP Morgan
Short Term Bonds 0.08 1.55 1.48 1.35 1.31

BB Barclays
Gov/Cred 1-3Y 0.02 1.31 1.25 1.09 1.05
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Barings Short Term Bonds
Period Ended September 30, 2016

Investment Philosophy
The investment objective of this account is to outperform the total return of the Barclays Capital 1-3 year US Government
Index while minimizing fluctuations in capital value and providing sufficient liquidity to fund withdrawals.

Quarterly Summary and Highlights
Barings Short Term Bonds’s portfolio posted a 0.77% return
for the quarter placing it in the 3 percentile of the CAI
Defensive Fixed Income group for the quarter and in the 17
percentile for the last year.

Barings Short Term Bonds’s portfolio outperformed the BB
Barclays Gov 1-3 Yr by 0.87% for the quarter and
outperformed the BB Barclays Gov 1-3 Yr for the year by
1.63%.

Quarterly Asset Growth

Beginning Market Value $243,416,017

Net New Investment $-103,781

Investment Gains/(Losses) $1,877,290

Ending Market Value $245,189,526

Performance vs CAI Defensive Fixed Income (Gross)
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10th Percentile 0.59 2.68 2.16 2.06 2.43
25th Percentile 0.34 2.18 1.89 1.74 1.86

Median 0.15 1.72 1.59 1.47 1.48
75th Percentile 0.03 1.35 1.30 1.18 1.13
90th Percentile (0.02) 1.14 1.17 1.06 0.98

Barings Short
Term Bonds 0.77 2.52 2.64 2.39 2.35

BB Barclays
Gov 1-3 Yr (0.10) 0.89 1.04 0.87 0.72

Relative Return vs BB Barclays Gov 1-3 Yr
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Ρεσεαρχη ανδ Εδυχατιοναλ Προγραmσ

Τηε Χαλλαν Ινστιτυτε προϖιδεσ ρεσεαρχη τηατ υπδατεσ χλιεντσ ον τηε λατεστ ινδυστρψ τρενδσ ωηιλε ηελπινγ τηεm λεαρν τηρουγη χαρεφυλλψ στρυχ−

τυρεδ εδυχατιοναλ προγραmσ. ςισιτ ωωω.χαλλαν.χοm/ρεσεαρχη το σεε αλλ οφ ουρ πυβλιχατιονσ, ορ φορ mορε ινφορmατιον χονταχτ Αννα Wεστ ατ 

415.974.5060 / ινστιτυτε≅χαλλαν.χοm. 

Νεω Ρεσεαρχη φροm Χαλλαν�σ Εξπερτσ

Βυιλτ το Λαστ: Στρατεγιχ Γυιδανχε φορ Εφφεχτιϖε Ινϖεστ−

mεντ Χοmmιττεεσ | Χαλλαν οφφερσ ουρ ηιγη−λεϖελ στρατεγιχ 

αδϖιχε φορ ινϖεστmεντ χοmmιττεεσ, τουχηινγ ον mεmβερσηιπ, 

investment policy statements, review processes, and idu−

χιαρψ τραινινγ ανδ ονγοινγ εδυχατιον.

10 Τιπσ Φροm Συχχεσσφυλ Ινϖεστmεντ Χοmmιττεεσ | Χαλ−

λαν Χηαιρmαν ανδ ΧΕΟ Ρον Πεψτον ανδ Χονσυλταντ Βραδψ 

Ο�Χοννελλ, ΧΦΑ, ΧΑΙΑ, οφφερ 10 τιπσ βασεδ ον τηειρ ωορκ ωιτη 

συχχεσσφυλ ινϖεστmεντ χοmmιττεεσ.

Ρισκψ Βυσινεσσ | Χαλλαν ρε−

σεαρχη τηατ φουνδ ινϖεστορσ 

οϖερ τηε λαστ 20 ψεαρσ ηαϖε 

ηαδ το τακε ον τηρεε τιmεσ ασ mυχη ρισκ το εαρν τηε σαmε 

return electriied the institutional investing community. We in−

τερϖιεωεδ ϑαψ Κλοεπφερ ανδ ϑυλια Μοριαρτψ, ΧΦΑ, αβουτ ηοω 

τηε ρεσεαρχη ωασ δονε ανδ ιτσ ιmπλιχατιονσ.

Μαναγινγ DΧ Πλαν Ινϖεστmεντσ: Α Φιδυχιαρψ Ηανδβοοκ 

Lori Lucas, CFA, covers responsibilities for DC plan idu−

χιαριεσ, ινχλυδινγ ινϖεστmεντ στρυχτυρε, ινϖεστmεντ πολιχψ 

στατεmεντσ, ΘDΙΑ οϖερσιγητ, ανδ mαναγερ περφορmανχε.

Ετηιχσ 101 φορ Ινϖεστmεντ Προφεσσιοναλσ | Χαλλαν Χηαιρ−

mαν ανδ ΧΕΟ Ρον Πεψτον ουτλινεσ ηισ τηουγητσ ον ηοω το 

χρεατε, ινστιλλ, ανδ mαινταιν ετηιχαλ στανδαρδσ φορ ινϖεστmεντ 

προφεσσιοναλσ. Ηισ αδϖιχε: τηε ριγητ χυλτυρε χρεατεσ τηε βεστ 

ενϖιρονmεντ το mαινταιν τηεσε στανδαρδσ. Φιρmσ σηουλδ δε−

ϖελοπ ετηιχαλ γυιδελινεσ τηατ αρε βασεδ ον πρινχιπλεσ, νοτ 

ρυλεσ, σινχε τηε φορmερ οφφερ βεττερ γυιδανχε φορ εmπλοψεεσ 

αχροσσ τηε οργανιζατιον.

2016 Νυχλεαρ Dεχοmmισσιονινγ Φυνδινγ Στυδψ | Α ρεπορτ 

βψ ϑυλια Μοριαρτψ, ΧΦΑ, χοϖερσ 

27 ινϖεστορ−οωνεδ ανδ 27 πυβλιχ 

ποωερ υτιλιτιεσ ωιτη αν οωνερσηιπ 

ιντερεστ ιν τηε 99 οπερατινγ νυχλε−

αρ ρεαχτορσ (ανδ 10 οφ τηε νον−οπ−

ερατινγ ρεαχτορσ) ιν τηε Υ.Σ.

Ηοω Γρεεν Ισ Ψουρ Βονδ? | Χαλλαν Αναλψστ Ρυφαση Λαmα 

tackles the area of green bonds, which are ixed income in−

struments issued speciically to support or inance environ−

mενταλ ινιτιατιϖεσ.

Περιοδιχαλσ

Ρεαλ Ασσετσ Ρεπορτερ, Συmmερ/Φαλλ 2016 | This edition ex−

πλορεσ ιφ τηε βοοm ιν χοmmερχιαλ ρεαλ εστατε mαψ βε ενδινγ.

Πριϖατε Μαρκετσ Τρενδσ, Συmmερ 2016 | Αυτηορ Γαρψ Ροβ−

ερτσον δισχυσσεσ τηε ρεχεντ συργε ιν πριϖατε εθυιτψ φυνδραισ−

ινγ, αν ινδιχατιον τηατ σοmε ινϖεστορσ αρε εσταβλισηινγ α δε−

fensive hedge as the ive-year bull market pulls in its horns.

DΧ Οβσερϖερ, 2νδ Θυαρτερ 2016 | Callan’s Deined Contri−
βυτιον Πραχτιχε Τεαm ουτλινεσ α φραmεωορκ το εϖαλυατε DΧ 

transaction fees. We explain how common they are, what 
τηεψ τψπιχαλλψ χοστ, ανδ ηοω τηεψ αρε γενεραλλψ παιδ.

Ηεδγε Φυνδ Μονιτορ, 2νδ Θυαρτερ 2016 | ϑιm ΜχΚεε, δι−

ρεχτορ οφ Χαλλαν�σ Ηεδγε Φυνδ Ρεσεαρχη γρουπ, δισχυσσεσ 

τηε αππεαλ οφ mοmεντυm−βασεδ ινϖεστινγ στρατεγιεσ ιν τηε 

χυρρεντ χλιmατε οφ χονσιδεραβλε εχονοmιχ υνχερταιντψ.

ΧΑΛΛΑΝ  

ΙΝΣΤΙΤΥΤΕ

Εδυχατιον

3ρδ Θυαρτερ 2016

ΧΑΛΛΑΝ 

ΙΝΣΤΙΤΥΤΕ

  
Στυδψ

2016 Νυχλεαρ Dεχοmmισσιονινγ 

Φυνδινγ Στυδψ

ΝDΤ Φυνδ Βαλανχεσ, Αννυαλ Χοντριβυτιονσ,  

ανδ Dεχοmmισσιονινγ Χοστ Εστιmατεσ  

ασ οφ Dεχεmβερ 31, 2015



�Wε τηινκ τηε βεστ ωαψ το λεαρν σοmετηινγ ισ το τεαχη ιτ. 

Εντρυστινγ χλιεντ εδυχατιον το ουρ χονσυλταντσ ανδ σπεχιαλιστσ 

ενσυρεσ τηατ τηεψ ηαϖε α τοταλ χοmmανδ οφ τηειρ συβϕεχτ 

mαττερ. Τηισ ισ ονε ρεασον ωηψ εδυχατιον ανδ ρεσεαρχη ηαϖε 

been cornerstones of our irm for more than 40 years.” 

Ρον Πεψτον, Χηαιρmαν ανδ ΧΕΟ

 

 
Εϖεντσ

Μισσ ουτ ον α Χαλλαν χονφερενχε ορ ωορκσηοπ? Εϖεντ συmmα−

ριεσ ανδ σπεακερσ� πρεσεντατιονσ αρε αϖαιλαβλε ον ουρ ωεβσιτε:  

ηττπσ://ωωω.χαλλαν.χοm/εδυχατιον/ΧΙΙ/ 

Μαρκ ψουρ χαλενδαρσ φορ ουρ φαλλ Ρεγιοναλ Wορκσηοπ, Οχτοβερ 

25 ιν Νεω Ψορκ ανδ Οχτοβερ 26 ιν Χηιχαγο, ανδ ουρ Νατιοναλ 

Χονφερενχε, ϑανυαρψ 23�25, 2017, ατ τηε Παλαχε Ηοτελ ιν Σαν 

Φρανχισχο.

Φορ mορε ινφορmατιον αβουτ εϖεντσ, πλεασε χονταχτ Βαρβ 

Γερρατψ: 415.274.3093 / γερρατψ≅χαλλαν.χοm

Τηε Χεντερ φορ Ινϖεστmεντ Τραινινγ  
Εδυχατιοναλ Σεσσιονσ

Τηε Χεντερ φορ Ινϖεστmεντ Τραινινγ, βεττερ κνοων ασ τηε �Χαλλαν 

College,” provides a foundation of knowledge for industry profes−

σιοναλσ ωηο αρε ινϖολϖεδ ιν τηε ινϖεστmεντ δεχισιον−mακινγ προ−

χεσσ. Ιτ ωασ φουνδεδ ιν 1994 το προϖιδε χλιεντσ ανδ νον−χλιεντσ αλικε 

with basic- to intermediate-level instruction. Our next session is:

Ιντροδυχτιον το Ινϖεστmεντσ

Σαν Φρανχισχο, Απριλ 18−19, 2017

Σαν Φρανχισχο, ϑυλψ 25−26, 2017

Χηιχαγο, Οχτοβερ 24−25, 2017

Τηισ σεσσιον φαmιλιαριζεσ φυνδ σπονσορ τρυστεεσ, σταφφ, ανδ ασσετ 

mαναγεmεντ αδϖισορσ ωιτη βασιχ ινϖεστmεντ τηεορψ, τερmινολογψ, 

ανδ πραχτιχεσ. Ιτ λαστσ ονε−ανδ−α−ηαλφ δαψσ ανδ ισ δεσιγνεδ φορ ιν−

dividuals who have less than two years of experience with asset-
mαναγεmεντ οϖερσιγητ ανδ/ορ συππορτ ρεσπονσιβιλιτιεσ. Τυιτιον φορ 

the Introductory “Callan College” session is $2,350 per person. 
Τυιτιον ινχλυδεσ ινστρυχτιον, αλλ mατεριαλσ, βρεακφαστ ανδ λυνχη ον 

each day, and dinner on the irst evening with the instructors.

Χυστοmιζεδ Σεσσιονσ

The “Callan College” is equipped to customize a curriculum to 
meet the training and educational needs of a speciic organization.
Τηεσε ταιλορεδ σεσσιονσ ρανγε φροm βασιχ το αδϖανχεδ ανδ χαν 

take place anywhere—even at your ofice.

Λεαρν mορε ατ ηττπσ://ωωω.χαλλαν.χοm/εδυχατιον/χολλεγε/ ορ 

χονταχτ Κατηλεεν Χυννιε: 415.274.3029 / χυννιε≅χαλλαν.χοm

Υνιθυε πιεχεσ οφ ρεσεαρχη τηε 

Ινστιτυτε γενερατεσ εαχη ψεαρ50+

Τοταλ αττενδεεσ οφ τηε �Χαλλαν 

College” since 19943,500 Ψεαρ τηε Χαλλαν Ινστιτυτε  

ωασ φουνδεδ1980

Αττενδεεσ (ον αϖεραγε) οφ τηε 

Ινστιτυτε�σ αννυαλ Νατιοναλ Χονφερενχε500

Εδυχατιον: Βψ τηε Νυmβερσ

≅ΧαλλανΑσσοχ  Χαλλαν Ασσοχιατεσ



 

List of Callan’s Investment Manager Clients 

Confidential – For Callan Client Use Only 
 
Callan takes its fiduciary and disclosure responsibilities to clients very seriously. We recognize that there are numerous potential conflicts of interest 
encountered in the investment consulting industry and that it is our responsibility to manage those conflicts effectively and in the best interest of our 
clients.  At Callan, we employ a robust process to identify, manage, monitor and disclose potential conflicts on an on-going basis.   
 
The list below is an important component of our conflicts management and disclosure process.  It identifies those investment managers that pay Callan 
fees for educational, consulting, software, database or reporting products and services.  We update the list quarterly because we believe that our fund 
sponsor clients should know the investment managers that do business with Callan, particularly those investment manager clients that the fund sponsor 
clients may be using or considering using. Please refer to Callan’s ADV Part 2A for a more detailed description of the services and products that Callan 
makes available to investment manager clients through our Institutional Consulting Group, Independent Adviser Group and Fund Sponsor Consulting 
Group.  Due to the complex corporate and organizational ownership structures of many investment management firms, parent and affiliate firm 
relationships are not indicated on our list.  
 
Fund sponsor clients may request a copy of the most currently available list at any time. Fund sponsor clients may also request specific information 
regarding the fees paid to Callan by particular fund manager clients.  Per company policy, information requests regarding fees are handled exclusively 
by Callan’s Compliance Department. 
 

 

Quarterly List as of  

September 30, 2016 
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Manager Name 
1607 Capital Partners, LLC 
Aberdeen Asset Management PLC 
Acadian Asset Management LLC 
ACR – Alpine Capital Research 
AEGON USA Investment Management 
AEW Capital Management 
Affiliated Managers Group, Inc. 
AllianceBernstein 
Allianz Global Investors  
Allianz Life Insurance Company of North America 
American Century Investment Management 
Amundi Smith Breeden LLC 
Analytic Investors 
Angelo, Gordon & Co. 
Apollo Global Management 
AQR Capital Management 
Ares Management LLC 
Ariel Investments, LLC 
Aristotle Capital Management, LLC 
Artisan Holdings 
ASB Capital Management Inc. 
Ativo Capital Management 
Atlanta Capital Management Co., LLC 
Aviva Investors Americas 
AXA Investment Managers 
Babson Capital Management 
Baillie Gifford Overseas Limited  
Baird Advisors 
Bank of America 
Baring Asset Management 
Baron Capital Management, Inc. 
Barrow, Hanley, Mewhinney & Strauss, LLC 
BlackRock 
BMO Asset Management, Corp. 
BNP Paribas Investment Partners 
BNY Mellon Asset Management 
Boston Partners  

Manager Name 
Brandes Investment Partners, L.P. 
Brandywine Global Investment Management, LLC 
Brown Brothers Harriman & Company 
Brown Investment Advisory & Trust Company 
Cambiar Investors, LLC 
Capital Group 
CastleArk Management, LLC 
Causeway Capital Management 
Chartwell Investment Partners 
ClearBridge Investments, LLC  
Cohen & Steers Capital Management, Inc. 
Columbia Threadneedle Investments 
Columbia Wanger Asset Management 
Columbus Circle Investors 
Conestoga Capital Advisors 
Corbin Capital Partners, L.P. 
Cornerstone Capital Management 
Cramer Rosenthal McGlynn, LLC 
Credit Suisse Asset Management 
Crestline Investors, Inc. 
D.E. Shaw Investment Management, LLC 
Delaware Investments 
DePrince, Race & Zollo, Inc. 
Deutsche Asset  Management 
Diamond Hill Investments 
Duff & Phelps Investment Mgmt. Co. 
Eagle Asset Management, Inc. 
EARNEST Partners, LLC 
Eaton Vance Management 
Epoch Investment Partners, Inc. 
Fayez Sarofim & Company 
Federated Investors 
Fidelity Institutional Asset Management 
Fiera Capital Global Asset Management 
First Eagle Investment Management, LLC 
First Hawaiian Bank Wealth Management Division 
Fisher Investments 



 

  Knowledge. Experience. Integrity.  Page 2 of 2 

Manager Name 

Fort Washington Investment Advisors, Inc. 

Franklin Templeton Institutional 

Fred Alger Management, Inc. 

Fuller & Thaler Asset Management, Inc. 

GAM (USA) Inc. 

GE Asset Management 

GMO 

Goldman Sachs Asset Management 

Grand-Jean Capital Management 

Guggenheim Investments 

GW&K Investment Management 

Harbor Capital Group Trust 

Hartford Funds 

Hartford Investment Management Co. 

Henderson Global Investors 

Hotchkis & Wiley Capital Management, LLC 

HSBC Global Asset Management 

Impax Asset Management Limited 

Income Research + Management, Inc. 

Insight Investment Management Limited 

Institutional Capital LLC 

INTECH Investment Management, LLC 

Invesco 

Investec Asset Management 

Investment Counselors of Maryland, LLC 

Janus Capital Management, LLC 

Jarislowsky Fraser Global Investment Management 

Jensen Investment Management 

J.P. Morgan Asset Management 

KeyCorp 

Lazard Asset Management 

Legal & General Investment Management America 

Lincoln National Corporation 

LMCG Investments, LLC 

Longview Partners 

Loomis, Sayles & Company, L.P. 

Lord Abbett & Company 

Los Angeles Capital Management 

LSV Asset Management 

MacKay Shields LLC 

Man Investments Inc. 

Manulife Asset Management 

Martin Currie Inc. 

McDonnell Investment Management, LLC 

MFS Investment Management 

MidFirst Bank 

Mondrian Investment Partners Limited 

Montag & Caldwell, LLC 

Morgan Stanley Investment Management 

Mountain Lake Investment Management LLC 

MUFG Union Bank, N.A. 

Neuberger Berman 

Newton Investment Management (fka Newton Capital Management) 

Nikko Asset Management Co., Ltd. 

Northern Trust Asset Management 

Nuveen Investments, Inc. 

OFI Global Asset Management 

Old Mutual Asset Management 

Opus Capital Management Inc. 

Manager Name 

O’Shaughnessy Asset Management, LLC 

Pacific Alternative Asset Management Co. 

Pacific Current Group 

Pacific Investment Management Company 

Parametric Portfolio Associates 

P/E Investments 

Peregrine Capital Management, Inc. 

PGIM 

PineBridge Investments 

Pinnacle Asset Management L.P. 

Pioneer Investments 

PNC Capital Advisors, LLC 

Principal Global Investors 

Private Advisors, LLC 

Putnam Investments, LLC 

QMA (Quantitative Management Associates) 

RBC Global Asset Management 

Regions Financial Corporation 

RidgeWorth Capital Management, Inc. 

Riverbridge Partners LLC 

Rockefeller & Co., Inc. 

Rothschild Asset Management, Inc. 

Russell Investments 

Santander Global Facilities 

Schroder Investment Management North America Inc. 

Scout Investments 

SEI Investments 

Shenkman Capital Management, Inc. 

Smith, Graham & Co. Investment Advisors, L.P. 

Smith Group Asset Management 

Standard Life Investments Limited 

Standish 

State Street Global Advisors 

Stone Harbor Investment Partners, L.P. 

Systematic Financial Management 

T. Rowe Price Associates, Inc. 

Taplin, Canida & Habacht 

The Boston Company Asset Management, LLC 

The Hartford 

The London Company 

The TCW Group, Inc. 

Tri-Star Trust Bank 

UBS Asset Management 

Van Eck Global 

Versus Capital Group 

Victory Capital Management Inc. 

Vontobel Asset Management, Inc. 

Voya Financial 

Voya Investment Management (fka ING) 

Waddell & Reed Asset Management Group 

WCM Investment Management 

Wasatch Advisors, Inc. 

WEDGE Capital Management 

Wellington Management Company, LLP 

Wells Capital Management 

Western Asset Management Company 

William Blair & Company 
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Market Overview
Active Management vs Index Returns

Market Overview
The charts below illustrate the range of returns across managers in Callan’s Separate Account database over the most
recent one quarter and one year time periods. The database is broken down by asset class to illustrate the difference in
returns across those asset classes. An appropriate index is also shown for each asset class for comparison purposes. As an
example, the first bar in the upper chart illustrates the range of returns for domestic equity managers over the last quarter.
The triangle represents the S&P 500 return. The number next to the triangle represents the ranking of the S&P 500 in the
Large Cap Equity manager database.

Range of Separate Account Manager Returns by Asset Class
One Quarter Ended September 30, 2016
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(66)

(25)

(62)

(84) (82)

(46)

10th Percentile 6.90 10.78 8.96 1.15 2.70 3.06
25th Percentile 5.60 9.04 7.80 0.94 2.11 2.48

Median 4.51 7.69 6.77 0.70 1.16 1.62
75th Percentile 3.41 6.44 5.77 0.52 0.87 1.05
90th Percentile 2.05 5.41 4.47 0.33 0.23 0.28

Index 3.85 9.05 6.43 0.46 0.59 1.77

Range of Separate Account Manager Returns by Asset Class
One Year Ended September 30, 2016
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10th Percentile 16.19 19.80 13.33 6.72 14.15 16.94
25th Percentile 14.45 16.74 10.74 6.11 13.24 12.06

Median 12.15 13.49 7.94 5.65 11.41 9.34
75th Percentile 10.59 8.78 5.40 5.29 10.03 5.98
90th Percentile 8.32 5.40 3.92 4.96 5.53 (0.54)

Index 15.43 15.47 6.52 5.19 12.60 9.22
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Στιχκερ Σηοχκ  

ΠΡΙςΑΤΕ ΕΘΥΙΤΨ

Μαρκετσ mαινταινεδ 

ηεαλτηψ λιθυιδιτψ ιν τηε 

τηιρδ θυαρτερ. Πριϖατε 

εθυιτψ φυνδραισινγ φελλ, βυτ ψεαρ−το−

δατε νυmβερσ αρε ϖερψ χλοσε το λαστ 

ψεαρ�σ. Τηε νυmβερ οφ νεω βυψουτ 

ινϖεστmεντσ ινχρεασεδ σλιγητλψ, βυτ 

ϖεντυρε χαπιταλ ινϖεστmεντσ φελλ. Ανδ 

τηε ΙΠΟ ωινδοω φορ βυψουτσ ανδ ςΧ 

ρεmαινεδ οπεν, ιφ ϕυστ α χραχκ. 

 

Χαλm Αφτερ τηε Στορm   

ΝΟΝ−Υ.Σ. ΕΘΥΙΤΨ

Γλοβαλ στοχκ mαρκετσ ηιτ 

ηιγησ ασ ανξιετιεσ αβουτ 

τηε Βρεξιτ ϖοτε δωινδλεδ; 

εϖεν ευροζονε mαρκετσ διδ ωελλ 

ασ ιτ βεχαmε χλεαρ τηατ τηε Υ.Κ.�σ 

δεχισιον το λεαϖε τηε Ευροπεαν 

Υνιον ωουλδ νοτ βε χαταστροπηιχ. 

Χονσιστεντ ωιτη ινϖεστορσ� ρισκ−ον 

mενταλιτψ, εmεργινγ mαρκετσ ουτ−

παχεδ τηειρ δεϖελοπεδ πεερσ.

 

Χαν�τ Στοπ τηε Φεελινγ 

ΗΕDΓΕ ΦΥΝDΣ

Ηεδγε φυνδσ σηοωεδ 

mοδεστ ρετυρνσ δυρινγ 

τηε θυαρτερ, ωιτη εmεργ−

ινγ mαρκετσ τηε βεστ−περφορmινγ 

στρατεγψ. Χηοππψ mαρκετσ χαυγητ 

managed-futures funds a bit lat-
φοοτεδ. Ιν Χαλλαν�σ δαταβασε, τηε 

mεδιαν Χαλλαν Λονγ/Σηορτ Εθυιτψ 

ΦΟΦ (+4.26%) ουτπαχεδ τηε Χαλλαν 

Αβσολυτε Ρετυρν ΦΟΦ (+2.10%).

DΧ Παρτιχιπαντσ  

Σεεκ Χοϖερ

DΕΦΙΝΕD ΧΟΝΤΡΙΒΥΤΙΟΝ

DΧ πλαν βαλανχεσ ιν−

χρεασεδ 1.67% ιν τηε 

σεχονδ θυαρτερ, αχχορδ−

ινγ το τηε Χαλλαν DΧ Ινδεξ�. 

Αλτηουγη τηε Ινδεξ ροσε 1.90%, ταρ−

γετ δατε φυνδσ ουτπαχεδ ιτ, γαινινγ 

2.02%. Unusually, money lowed 
ουτ οφ DΧ πλανσ, βψ 23 βασισ ποιντσ, 

ρατηερ τηαν ιντο τηεm ασ τψπιχαλλψ 

ηαππενσ.

Ρετυρνσ Τακε α  

Συmmερ ςαχατιον

ΡΕΑΛ ΕΣΤΑΤΕ

Βοτη τηε ΝΧΡΕΙΦ Προπ−

ερτψ Ινδεξ (+1.77%) ανδ 

τηε ΝΧΡΕΙΦ Οπεν Ενδ 

Diversiied Core Equity Index 

(+1.83%) τυρνεδ ιν τηειρ ωορστ περ−

formances since the irst quarter of 
2010. Γλοβαλ ΡΕΙΤσ διδ βεττερ τηαν 

Υ.Σ. ΡΕΙΤσ; ωορριεσ οϖερ α Φεδ ρατε 

ηικε αππεαρεδ το βε στρονγερ τηαν 

τηε ποστ−Βρεξιτ φαλλουτ.

Wιτη α Λιττλε Ηελπ 

Φροm Μψ Φριενδσ

ΦΥΝD ΣΠΟΝΣΟΡ

Τηε σεχονδ θυαρτερ�σ 

ωορστ περφορmερ, ενδοω−

mεντσ ανδ φουνδατιονσ, 

βεατ οτηερ φυνδ τψπεσ ιν τηε τηιρδ 

θυαρτερ ωιτη α 3.69% γαιν. Λαστ 

θυαρτερ�σ χηαmπσ, χορπορατε φυνδσ, 

inished last. Surprisingly, small 
φυνδσ βεατ λαργε ανδ mεδιυm φυνδσ.

Κνοωλεδγε. Εξπεριενχε. Ιντεγριτψ.

Βροαδ Μαρκετ Θυαρτερλψ Ρετυρνσ 

Τηιρδ Θυαρτερ 2016

Cash (90-Day T-Bills)

U.S. Equity (Russell 3000)

Non-U.S. Equity (MSCI ACWI ex USA)

Emerging Equity (MSCI Emerging Markets)

U.S. Fixed (Bloomberg Barclays Aggregate)

Non-U.S. Fixed (Bloomberg Barclays Global ex US)

Real Estate (NCREIF Property)

Hedge Funds (CS HFI)

Commodities (Bloomberg)

Sources: Bloomberg Barclays, Bloomberg, Citigroup, Credit Suisse Hedge Index, Merrill Lynch, 

MSCI, NCREIF, Russell Investment Group

0.46%

1.03%

1.77%

1.74%

0.10%

-3.86%

4.40%

6.91%

9.03%

 

Σελλ ιν Μαψ? Νο Wαψ!    

Υ.Σ. ΕΘΥΙΤΨ

Τηε Σ&Π 500 Ινδεξ ηιτ α 

νεω ηιγη ανδ ροσε εϖερψ 

mοντη δυρινγ τηε τηιρδ 

θυαρτερ, ενδινγ υπ 3.85%. Σmαλλ 

χαπιταλιζατιον χοmπανιεσ ουτπερ−

φορmεδ λαργε χαπ (Ρυσσελλ 2000 

Ινδεξ +9.05% ϖσ. Ρυσσελλ 1000 

Ινδεξ +4.03%), ωηιλε γροωτη ουτ−

παχεδ ϖαλυε ιν αλλ χαπιταλιζατιονσ.

 

Οχτοβερ Συρπρισε 

ΕΧΟΝΟΜΨ

Ρεαλ ΓDΠ γρεω α συρπρισ−

ινγλψ στρονγ 2.9% ιν τηε 

τηιρδ θυαρτερ, τηε βεστ ρατε 

ιν τωο ψεαρσ. Βυτ τηε δαψσ οφ χον−

συmερσ δριϖινγ τηε εξπανσιον αρε 

λικελψ βεηινδ υσ, αλτηουγη ινϖεστ−

mεντσ ιν νονρεσιδεντιαλ χονστρυχ−

τιον ροσε αφτερ εαρλιερ ωεακνεσσ.

6
Π Α Γ Ε

2
Π Α Γ Ε

19
Π Α Γ Ε

 

Ηυτ, Ηυτ ... Ηικε!

Υ.Σ. ΦΙΞΕD ΙΝΧΟΜΕ

Τηε ψιελδ ον τηε βενχη−

mαρκ 10−ψεαρ Τρεασυρψ 

νοτε ηιτ α ρεχορδ λοω οφ 

1.37% ιν ϑυλψ, βυτ ενδεδ τηε τηιρδ 

θυαρτερ σλιγητλψ ηιγηερ. Ηιγη ψιελδ 

χορπορατεσ ωερε τηε στρονγεστ 

περφορmερ, ωηιλε Τρεασυριεσ ενδεδ 

τηε θυαρτερ ιν τηε ρεδ. Ινϖεστmεντ−

γραδε χορπορατε βονδ ισσυανχε σετ 

α ρεχορδ.

9
Π Α Γ Ε

4
Π Α Γ Ε

Γλοβε−Τροττινγ  

φορ Ψιελδ

ΝΟΝ−Υ.Σ. ΦΙΞΕD ΙΝΧΟΜΕ 

Σοϖερειγν βονδ mαρκετσ 

στρενγτηενεδ δυρινγ τηε 

τηιρδ θυαρτερ, ωιτη εmεργ−

ινγ mαρκετ βονδσ ουτmυσχλινγ τηε 

δεϖελοπεδ mαρκετσ ασ ινϖεστορσ 

σουγητ ψιελδ. Μαϕορ χυρρενχιεσ ωερε 

mιξεδ ασ τηε Βριτιση πουνδ συφφερεδ 

φολλοωινγ τηε Βρεξιτ. Ανδ τηερε ισ 

νοω οϖερ ∃12 τριλλιον οφ νεγατιϖε− 

ψιελδινγ δεβτ γλοβαλλψ.

15
Π Α Γ Ε

12
Π Α Γ Ε

20
Π Α Γ Ε

21
Π Α Γ Ε

17
Π Α Γ Ε

ΧΑΛΛΑΝ 
ΙΝΣΤΙΤΥΤΕ Χαπιταλ 

Μαρκετ  
Ρεϖιεω
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Οχτοβερ Συρπρισε 

ΕΧΟΝΟΜΨ |  ϑαψ Κλοεπφερ

Ρεαλ γροσσ δοmεστιχ προδυχτ (ΓDΠ) γρεω 2.9% ιν τηε τηιρδ θυαρ−

τερ, mυχη στρονγερ τηαν εξπεχτεδ, προϖιδινγ α πλεασαντ συρπρισε 

in a year illed with unpleasant ones. Third-quarter growth was 
βψ φαρ τηε στρονγεστ τηισ ψεαρ ανδ τηε βεστ θυαρτερλψ ρατε ιν τωο 

ψεαρσ. Περσοναλ χονσυmπτιον ηασ βεεν δριϖινγ γροωτη ιν τηε Υ.Σ. 

φορ τηε παστ σεϖεραλ ψεαρσ, βυτ ωηιλε χονσυmπτιον αχχουντεδ φορ 

half of the growth in the third quarter, its inluence weakened.

Οτηερ τηιρδ−θυαρτερ συρπρισεσ ινχλυδεδ: α ρεϖερσαλ ιν νονρεσιδεν−

tial ixed investment; continued growth in software and infor−
mατιον προχεσσινγ; αν υπτιχκ ιν φεδεραλ γοϖερνmεντ σπενδινγ; 

στρενγτη ιν εξπορτσ; ανδ α ρετυρν το ινϖεντορψ ινϖεστmεντ. Dραγσ 

χαmε φροm α δεχλινε ιν ρεσιδεντιαλ ινϖεστmεντ ανδ ωεακνεσσ ιν 

στατε ανδ λοχαλ γοϖερνmεντ σπενδινγ, αλονγ ωιτη αν ινχρεασε ιν 

ιmπορτσ, ωηιχη αρε α νεγατιϖε ιν τηε χαλχυλατιον οφ ΓDΠ.

Πολιτιχαλ ανδ εχονοmιχ σηοχκσ�Χηινα�σ ινδυστριαλ ρεχεσσιον, 

Βρεξιτ, τηε Υ.Σ. ελεχτιον�ηαϖε ινχρεασεδ υνχερταιντψ ανδ ηαm−

περεδ γλοβαλ γροωτη, mακινγ mανψ βυσινεσσεσ ινχρεασινγλψ ρισκ 

αϖερσε. Αδδ τηε υνχερταιντψ στεmmινγ φροm τηε γλοβαλ mονεταρψ 

πολιχψ εξπεριmεντ στιλλ υνδερωαψ�νοτ τηε λεαστ οφ ωηιχη ινϖολϖεσ 

τηε γυεσσινγ γαmε ρεγαρδινγ τηε Φεδ�σ ιντερεστ ρατε πολιχψ�ανδ 

εξπεχτατιονσ φορ Υ.Σ. γροωτη σουρεδ ασ τηε ψεαρ υνφολδεδ.

Real GDP came in very weak in the irst quarter and disappointed 
αγαιν ιν τηε σεχονδ, χοινχιδινγ ωιτη τηε Βρεξιτ ϖοτε ιν λατε ϑυνε 

ωηεν τηε Υ.Κ. χηοσε το λεαϖε τηε Ευροπεαν Υνιον. Χονσενσυσ 

εξπεχτατιονσ φορ τηε τηιρδ θυαρτερ ηαδ ΓDΠ γροωτη φαλλινγ βελοω 

2%, εϖεν διππινγ το 1.5% ασ ρεχεντλψ ασ Σεπτεmβερ. Ηοωεϖερ, 

τηε ϕοβ mαρκετ ρεmαινεδ σουνδ, χονσυmερ σεντιmεντ σταψεδ 

βυοψαντ, ανδ τηε αντιχιπατεδ τυρναρουνδσ ιν ινϖεντορψ ανδ νον−

residential ixed investment actually materialized.

Τηε δαψσ οφ χονσυmερ σπενδινγ δριϖινγ τηισ εξπανσιον αρε 

λικελψ βεηινδ υσ. Χονσυmπτιον σλοωεδ φροm α ροβυστ 4.3% γαιν 

ιν τηε σεχονδ θυαρτερ το 2.1% ιν τηε τηιρδ; τηισ ωιλλ λικελψ βε τηε 

νορm γοινγ φορωαρδ. Χονσυmερσ ενϕοψεδ α ρεαλ σηοτ ιν τηε αρm 

φροm στρονγ ϕοβ γαινσ φορ σεϖεραλ ψεαρσ ανδ α �διϖιδενδ� φροm 

λοω χοmmοδιτψ πριχεσ. Τηε Υ.Σ. εχονοmψ χρεατεδ αν αϖεραγε 

of 178,000 jobs per month through the irst three quarters of 
2016. Wηιλε σολιδ, τηισ ισ α δεχελερατιον φροm τηε 211,000 ρατε 

in the irst nine months of 2015. Although support from the job 
mαρκετ ανδ χοmmοδιτψ πριχεσ ισ ωανινγ, ηουσεηολδσ αρε στιλλ 

beneiting from increases in real wages, disposable incomes, 
ανδ ασσετ ϖαλυεσ. 

Highly anticipated reversals in inventory and nonresidential ixed 
ινϖεστινγ προϖιδεδ mεανινγφυλ γαινσ το τηε εχονοmψ ιν τηε τηιρδ 
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Υ.Σ. ΕΧΟΝΟΜΨ (Χοντινυεδ)

θυαρτερ. Τηε Υ.Σ. ηασ συφφερεδ τηρουγη αν εξτενδεδ ινϖεντορψ 

χορρεχτιον, χαυσινγ αν ουτσιζεδ ιmπαχτ ον οϖεραλλ γροωτη: ινϖεν−

τορψ χοντραχτιον χυτ 1.2% φροm ΓDΠ γροωτη ιν τηε σεχονδ θυαρ−

ter, the ifth straight quarterly hit. Inventory investment turned 
τηε χορνερ, αδδινγ 0.6% το τηιρδ−θυαρτερ ΓDΠ. Αφτερ α σιξ−θυαρτερ 

χολλαπσε, ινϖεστmεντ ιν mινινγ ανδ πετρολευm στρυχτυρεσ βεγαν 

το ρεϖιϖε ιν τηε τηιρδ θυαρτερ, ανδ τηε δριλλινγ ριγ χουντ βουνχεδ 

υπ φροm αν αλλ−τιmε λοω ιν τηε σεχονδ θυαρτερ. Τηισ ινϖεστmεντ ιν 

τηε ενεργψ σεχτορ, αλονγ ωιτη γαινσ ιν οτηερ τψπεσ οφ στρυχτυρεσ, 

pushed nonresidential ixed investment up 3.1%.

Σιmιλαρ γαινσ ελυδεδ ρεσιδεντιαλ χονστρυχτιον, ηοωεϖερ, ωηερε 

demand appears robust, but supply and inancing constraints 
αρε ηαmπερινγ τηε ρεχοϖερψ. Ρεαλ ρεσιδεντιαλ ινϖεστmεντ ηαδ 

been making progress for ive years, but fell 7.7% in the sec−

ονδ θυαρτερ ανδ 6.2% ιν τηε τηιρδ. Dεmανδ φορ ηουσινγ αππεαρσ 

το βε σολιδ, βυτ σαλεσ οφ βοτη εξιστινγ ανδ νεω ηοmεσ φελλ δυρ−

ινγ τηε τηιρδ θυαρτερ. Ποτεντιαλ ηοmεβυψερσ αρε στιλλ ηαmπερεδ 

by restricted access to mortgage inancing, and homebuilders 
ινχρεασινγλψ ρεπορτ χηαλλενγεσ το ηιρινγ χραφτ λαβορ φορ προϕεχτσ.

Τηε Φεδ ρεφραινεδ φροm ραισινγ ιντερεστ ρατεσ οϖερ τηε συmmερ, 

χονχερνεδ αβουτ εχονοmιχ υνχερταιντψ ανδ νεγατιϖε σεντιmεντ 

ιν τηε χαπιταλ mαρκετσ. Τηε mαρκετσ νοω εξπεχτ τηε Φεδ το ραισε 

τηε σηορτ−τερm φεδεραλ φυνδσ ρατε 25 βασισ ποιντσ ιν Dεχεmβερ, 

ανδ περηαπσ τωιχε mορε ιν 2017, βυτ τηεσε αρε φεωερ ινχρεασεσ 

τηαν πρεϖιουσλψ πρεδιχτεδ. Ιν αδδιτιον, τηε λονγ−τερm εθυιλιβριυm 

φεδεραλ φυνδσ ρατε ταργετ ηασ βεεν χυτ φροm 3% το 2.6%.

Αρε χεντραλ βανκσ αρουνδ τηε γλοβε ρυννινγ ουτ οφ αmmυνιτιον? 

Ρατηερ τηαν α δεαρτη οφ αmmυνιτιον, ιτ σεεmσ τηε εφφεχτιϖενεσσ 

οφ mονεταρψ πολιχψ ισ διmινισηινγ ανδ ωιτη ιτ τηε χρεδιβιλιτψ οφ χεν−

τραλ βανκσ. Αφτερ τηε Γρεατ Ρεχεσσιον, χεντραλ βανκερσ σηοωεδ 

α ρεmαρκαβλε ωιλλινγνεσσ το τρψ υνορτηοδοξ πολιχιεσ, ινχλυδινγ 

θυαντιτατιϖε εασινγ (ΘΕ) ανδ νεγατιϖε ιντερεστ ρατεσ. Βυτ περσισ−

τεντ βανκινγ προβλεmσ (παρτιχυλαρλψ ιν Ευροπε ανδ ϑαπαν) ηαϖε 

mαδε ΘΕ λεσσ εφφεχτιϖε, ασ χεντραλ βανκ φυνδσ αρε υσεδ το ρεβυιλδ 

bank balance sheets rather than for lending. In addition, tight is−

χαλ πολιχιεσ ηαϖε οφφσετ ποτεντιαλ γαινσ φροm mονεταρψ στιmυλυσ. 

Ανδ αλλ ρεγιονσ ηαϖε σεεν α δροπ ιν προδυχτιϖιτψ γροωτη, ρεδυχ−

ing the effectiveness of monetary or iscal stimulation. 

Τηε Λονγ−Τερm ςιεω  

2016

3ρδ Θτρ

Περιοδσ ενδεδ Dεχ. 31, 2015

Ινδεξ Ψεαρ 5 Ψρσ 10 Ψρσ 25 Ψρσ

U.S. Equity
Ρυσσελλ 3000 4.40 0.48 12.18 7.35 10.03

Σ&Π 500 3.85 1.38 12.57 7.31 9.82

Ρυσσελλ 2000 9.05 −4.41 9.19 6.80 10.50

Non-U.S. Equity
ΜΣΧΙ ΕΑΦΕ 6.43 −0.81 3.60 3.03 5.40

ΜΣΧΙ Εmεργινγ Μαρκετσ 9.03 −14.92 −4.80 3.61 �

Σ&Π εξ−Υ.Σ. Σmαλλ Χαπ 7.98 5.92 5.51 5.33 6.80

Φιξεδ Ινχοmε

Βλοοmβεργ Βαρχλαψσ Αγγ 0.46 0.55 3.25 4.51 6.15

90−Dαψ Τ−Βιλλ 0.10 0.05 0.07 1.24 2.93

Βλοοmβεργ Βαρχλαψσ Λονγ Γ/Χ 1.24 −3.30 6.98 6.45 8.08

Χιτι Νον−Υ.Σ. Γοϖερνmεντ 0.59 −5.54 −1.30 3.05 5.37

Ρεαλ Εστατε

ΝΧΡΕΙΦ Προπερτψ 1.77 13.33 12.18 7.76 8.05

ΦΤΣΕ ΝΑΡΕΙΤ Εθυιτψ −1.43 3.20 11.96 7.41 12.13

Αλτερνατιϖεσ

ΧΣ Ηεδγε Φυνδ 1.74 −0.71 3.55 4.97 �

Χαmβριδγε ΠΕ∗ � 8.50 12.41 11.50 15.59

Βλοοmβεργ Χοmmοδιτψ −3.86 −24.66 −13.47 −6.43 �

Γολδ Σποτ Πριχε −0.27 −10.46 −5.70 7.41 4.02

Inlation � ΧΠΙ−Υ 0.17 0.73 1.53 1.86 2.30

*Private equity data is time-weighted return for period. Most recent quarterly data not available.

Sources: Bloomberg Barclays, Bloomberg, Citigroup, Credit Suisse, FTSE, MSCI, 

NCREIF, Russell Investment Group, Standard & Poor’s, Thomson/Cambridge, Bureau of  

Economic Analysis.

Ρεχεντ Θυαρτερλψ Εχονοmιχ Ινδιχατορσ

3Θ16 2Θ16 1Θ16 4Θ15 3Θ15 2Θ15 1Θ15 4Θ14

Εmπλοψmεντ Χοστ�Τοταλ Χοmπενσατιον Γροωτη 2.3% 2.3% 1.9% 2.0% 2.0% 2.0% 2.6% 2.2%

Νονφαρm Βυσινεσσ�Προδυχτιϖιτψ Γροωτη 0.6%∗ −0.6% −0.6% −1.7% 2.0% 3.1% −0.8% −1.7%

ΓDΠ Γροωτη 2.9% 1.4% 0.8% 0.9% 2.0% 2.6% 2.0% 2.3%

Μανυφαχτυρινγ Χαπαχιτψ Υτιλιζατιον 75.0% 74.9% 75.3% 75.4% 75.6% 75.5% 75.5% 76.0%

Χονσυmερ Σεντιmεντ Ινδεξ (1966=100)  90.3  92.4  91.5  91.3  90.8  94.2  95.5  89.8 

*Estimate.

Sources: Bureau of  Economic Analysis, Bureau of  Labor Statistics, Federal Reserve, IHS Economics, Reuters/University of  Michigan.
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Wιτη α Λιττλε Ηελπ Φροm Μψ Φριενδσ 

ΦΥΝD ΣΠΟΝΣΟΡ |  Κιττψ Λιν

Ιν α σηαρπ σηιφτ φροm λαστ θυαρτερ, ενδοωmεντσ ανδ φουνδατιονσ 

τυρνεδ αρουνδ ανδ περφορmεδ βεττερ τηαν αλλ οτηερ ινστιτυτιοναλ 

φυνδ τψπεσ, ωιτη α mεδιαν +3.69% ρετυρν. Χορπορατε φυνδσ, 

λαστ θυαρτερ�σ βεστ περφορmερ, βρουγητ υπ τηε ρεαρ ατ +3.28%. 

Τηε mεδιαν ρετυρν φορ αλλ φυνδ τψπεσ ωασ +3.44%, αχχορδινγ το 

Χαλλαν�σ δαταβασε.

Ιντερεστινγλψ, τηε ρανκινγσ σηιφτεδ σλιγητλψ ωηεν λοοκινγ ατ τηε 

τοπ 10% οφ ρετυρνσ. Ενδοωmεντσ ανδ φουνδατιονσ στιλλ τοππεδ 

τηε λιστ (+4.25%), βυτ Ταφτ−Ηαρτλεψ φυνδσ ρανκεδ λαστ (+3.94%). 

Στιλλ, χορπορατε φυνδσ ανδ Ταφτ−Ηαρτλεψ φυνδσ ηαϖε δονε βεστ 

οϖερ λονγερ τιmε περιοδσ. Χορπορατεσ αρε ον τοπ οϖερ τηε λαστ 

15 ψεαρσ (+6.89% αννυαλιζεδ) ωηιλε Ταφτ−Ηαρτλεψ φυνδσ εδγεδ 

them out over the last ive years (+9.84%).

Τηε ουτπερφορmανχε φροm ενδοωmεντσ/φουνδατιονσ στεmmεδ 

φροm τηειρ �φριενδσ� ιν τηε στοχκ mαρκετ: νον−Υ.Σ εθυιτιεσ. Τηε 

ΜΣΧΙ ΑΧWΙ εξ−ΥΣΑ Ινδεξ γαινεδ 6.91% ιν τηε τηιρδ θυαρ−

τερ, χοmπαρεδ το +4.03% φορ τηε Ρυσσελλ 1000 Ινδεξ. Τηατ 

χαmε δεσπιτε τηε σηοχκ οφ τηε Υ.Κ.�σ Βρεξιτ ϖοτε το λεαϖε τηε 

Ευροπεαν Υνιον.

Τηε υνδερπερφορmανχε φροm χορπορατε φυνδσ στεmmεδ φροm 

higher allocations to U.S. ixed income; in fact, both U.S. and 
non-U.S. ixed income markets continued to show lacklus−

τερ περφορmανχε (Βλοοmβεργ Βαρχλαψσ Αγγρεγατε Ινδεξ: 

+0.46%, Χιτι Νον−Υ.Σ. Wορλδ Γοϖερνmεντ Βονδ Ινδεξ: 

+0.59%). Τηε δεχισιον οφ χεντραλ βανκσ ιν Ευροπε ανδ ϑαπαν 

νοτ το χυτ ρατεσ ανδ τηε υπχοmινγ Υ.Σ. ελεχτιον mαψ ηαϖε χον−

τριβυτεδ το τηε δισαπποιντινγ ρετυρνσ φορ βοτη ιν τηε θυαρτερ. Ασ 

ixed income markets look less attractive these days, corporate 
φυνδσ ινχρεασεδ τηειρ αλλοχατιον οφ χαση χοmπαρεδ το τηε πρεϖι−

ουσ θυαρτερ.

Βψ σιζε, ρετυρνσ ϖαριεδ mυχη λεσσ. Βοτη λαργε (mορε τηαν ∃1 

βιλλιον ιν ασσετσ) ανδ mεδιυm φυνδσ (∃100 mιλλιον το ∃1 βιλλιον) 

γαινεδ 3.43%, βυτ συρπρισινγλψ σmαλλ φυνδσ (λεσσ τηαν ∃100 mιλ−

λιον) ουτπαχεδ βοτη, ατ +3.47%. Οϖερ τηε λονγ ηαυλ λαργε φυνδσ 

ωερε τηε χηαmπσ, +7.05% οϖερ 15 ψεαρσ ϖερσυσ +6.58% φορ 

mεδιυm φυνδσ ανδ +6.35% φορ σmαλλ φυνδσ.

Χαλλαν Dαταβασε Μεδιαν Ρετυρνσ∗ φορ Περιοδσ ενδεδ Σεπτεmβερ 30, 2016

Φυνδ Σπονσορ Θυαρτερ ΨΤD Ψεαρ 3 Ψεαρσ 5 Ψεαρσ 10 Ψεαρσ 15 Ψεαρσ

Πυβλιχ Φυνδσ 3.43 6.65 9.63 6.12 9.30 5.66 6.72

Χορπορατε Φυνδσ 3.28 7.64 10.22 6.29 9.22 5.91 6.89

Ενδοωmεντσ/Φουνδατιονσ 3.69 6.13 8.81 4.99 8.52 5.39 6.54

Ταφτ−Ηαρτλεψ 3.32 6.49 9.45 6.74 9.84 5.58 6.26

*Returns less than one year are not annualized.

Source: Callan. Callan’s database includes the following groups: public deined beneit, corporate deined beneit, endowments/foundations, and Taft-Hartley plans. Approxi-

mately 10% to 15% of  the database constituents are Callan’s clients. All database group returns presented gross of  fees. Past performance is no guarantee of  future results. 

Reference to or inclusion in this report of  any product, service, or entity should not be construed as a recommendation, approval, ailiation, or endorsement of  such product, 

service, or entity by Callan.
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 90th Percentile 2.60 1.82 2.86 2.65

Χαλλαν Φυνδ Σπονσορ Ρετυρνσ φορ τηε Θυαρτερ

Source: Callan
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ΦΥΝD ΣΠΟΝΣΟΡ (Χοντινυεδ)
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Χαλλαν Πυβλιχ Φυνδ Dαταβασε Αϖεραγε Ασσετ Αλλοχατιον (10 Ψεαρσ)

Source: Callan. Callan’s database includes the following groups: public deined beneit, corporate deined beneit, endowments/foundations, and Taft-Hartley plans. Approxi-

mately 10% to 15% of  the database constituents are Callan’s clients. All database group returns presented gross of  fees. Past performance is no guarantee of  future results. 

Reference to or inclusion in this report of  any product, service, or entity should not be construed as a recommendation, approval, ailiation, or endorsement of  such product, 

service, or entity by Callan.

*Latest median quarter return.

Note: charts may not sum to 100% due to rounding.

Source: Callan



6

Source: Russell Investment Group 

Σελλ ιν Μαψ? Νο Wαψ!  

Υ.Σ. ΕΘΥΙΤΨ |  Μαρκ Wοοδ, ΧΦΑ 

Τηε Σ&Π 500 Ινδεξ χλιmβεδ το ιτσ αλλ−τιmε ηιγη οφ 2,193 ον 

August 15 and inished the quarter up 3.85%, ending in posi−
τιϖε τερριτορψ φορ τηε φουρτη θυαρτερ ιν α ροω. Τηε εαρλψ δαψσ οφ 

τηε θυαρτερ ωερε χηαραχτεριζεδ βψ α στρονγ ρεβουνδ ιν εθυιτψ 

mαρκετσ φολλοωινγ τηε λατε ϑυνε ϖοτε ιν τηε Υ.Κ. το λεαϖε τηε 

Ευροπεαν Υνιον (Βρεξιτ). Μαρκετ ϖολατιλιτψ (ασ mεασυρεδ βψ 

ςΙΞ) σπικεδ ιν τηε ιmmεδιατε αφτερmατη βυτ ρετρεατεδ ϕυστ 

ασ θυιχκλψ ασ ινϖεστορσ αβσορβεδ τηε σηοχκ. Τηε σωιφτ πιϖοτ, 

χουπλεδ ωιτη οπτιmισm οϖερ Υ.Σ. εχονοmιχ προσπεχτσ ανδ 

εασινγ φεαρσ ον Χηινα, λεδ το α ρισκ−ον ενϖιρονmεντ. ϑυλψ προ−

δυχεδ τηε στρονγεστ ρετυρνσ οφ τηε θυαρτερ αχροσσ mαρκετ χαπ−

ιταλιζατιονσ; Αυγυστ ανδ Σεπτεmβερ τραδεδ ιν α ναρροω (βυτ 

υλτιmατελψ ποσιτιϖε) ρανγε ασ mαρκετσ αντιχιπατεδ τηε Φεδ�σ 

ιντερεστ ρατε δεχισιον ιν mιδ−Σεπτεmβερ, ωηιχη ωασ το φορεγο 

α ρατε ηικε. Φορειγν δεϖελοπεδ mαρκετ ινδιχεσ ουτπερφορmεδ 

τηε Σ&Π 500 ανδ, χονσιστεντ ωιτη τηε θυαρτερ�σ ρισκ−ον τηεmε, 

εmεργινγ mαρκετσ ωερε τηε τοπ περφορmερσ.

Σιζε ωασ τηε σινγλε βιγγεστ δετερmιναντ οφ περφορmανχε. 

Σmαλλερ χοmπανιεσ διδ βεττερ�mιχρο, σmαλλ, ανδ mιδ−χαπι−

ταλιζατιον χοmπανιεσ ουτπαχεδ λαργε−χαπ στοχκσ (Ρυσσελλ 

Μιχροχαπ Ινδεξ: +11.25%, Ρυσσελλ 2000 Ινδεξ: +9.05%, 

Ρυσσελλ Μιδχαπ Ινδεξ: +4.52%, ανδ Ρυσσελλ 1000 Ινδεξ: 

+4.03%). Αδδιτιοναλλψ, αφτερ τωο στρονγ θυαρτερσ ϖαλυε υνδερ−

περφορmεδ γροωτη ιν αλλ χαπιταλιζατιονσ (Ρυσσελλ 2000 ςαλυε 

Ινδεξ: +8.87% ανδ Ρυσσελλ 2000 Γροωτη Ινδεξ: +9.22%). 

Τηε δισπερσιον ιν στψλε ρετυρνσ ωασ ναρροω αχροσσ mαρκετ 

χαπιταλιζατιονσ, ωιτη τηε ωιδεστ (110 βπσ) ιν λαργε χαπ (Ρυσσελλ 

1000 Γροωτη mινυσ Ρυσσελλ 1000 ςαλυε). Dεφενσιϖε ανδ 

ηιγη−διϖιδενδ ψιελδ εξποσυρεσ σολδ οφφ δυρινγ τηε τηιρδ θυαρτερ 

βυτ ηαϖε περφορmεδ ωελλ ψεαρ−το−δατε δυε το τηε ινχρεασεδ 

γλοβαλ εχονοmιχ υνχερταιντψ εαρλιερ ιν 2016. 

Russell 1000 Russell 2000

UtilitiesConsumer 

Staples

Health CareEnergyConsumer 

Discretionary

Materials & 

Processing

Producer 

Durables

Financial 

Services

Technology

13.2%

18.0%

5.2%

7.5%
9.0%

4.1%

10.4%

3.4%
5.0%

2.6%

12.2%

1.6%

13.6%

-2.7%
-1.9%

-5.3% -4.8%

4.2%

Εχονοmιχ Σεχτορ Θυαρτερλψ Περφορmανχε 

Note: As of  the fourth quarter of  2015, the Capital Market Review reports sector-speciic returns using the Russell Global Sectors (RGS) classiication system rather than the 

Global Industry Classiication Standard (GICS) system. RGS uses a three-tier classiication system containing nine sectors; GICS uses a four-tier system containing 11 sectors.
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Υ.Σ. ΕΘΥΙΤΨ (Χοντινυεδ)

Sector performance relected the shift in risk attitudes. Among 
τηε ωορστ−περφορmινγ σεχτορσ ιν τηε Σ&Π 500 δυρινγ τηε θυαρτερ 

ωερε Υτιλιτιεσ (−0.7%), Χονσυmερ Σταπλεσ (−0.7%), ανδ Τελεχοm 

(+1.0%)�αλλ σεχτορσ ασσοχιατεδ ωιτη λοωερ ϖολατιλιτψ ανδ ηιγηερ 

διϖιδενδ ψιελδσ. Αφτερ α στρονγ περφορmανχε ιν τηε σεχονδ θυαρ−

τερ, Ενεργψ ρετρεατεδ, ποστινγ α 1.9% λοσσ φορ τηε θυαρτερ. Τηε 

mορε γροωτη−οριεντεδ, ρισκ−ον σεχτορσ, Τεχηνολογψ (+7.9%) ανδ 

Ηεαλτη Χαρε (+4.9%), ωερε τηε τοπ περφορmερσ. Ιν α νεω δεϖελ−

οπmεντ, ΡΕΙΤσ ανδ οτηερ λιστεδ ρεαλ εστατε χοmπανιεσ ωερε 

εξτραχτεδ φροm τηε Φινανχιαλσ σεχτορ ανδ ελεϖατεδ το α νεω Ρεαλ 

Estate sector in the Global Industry Classiication Standard 
(ΓΙΧΣ). Τηε νεω σεχτορ, ρεπρεσεντινγ 3.1% οφ τηε Σ&Π 500, ηαδ 

a tough start, inishing down 2.1%.

Τηε Υ.Σ. εθυιτψ mαρκετ χοντινυεδ το ρισε, εϖεν ασ ινϖεστορ 

σεντιmεντ ωαϖερεδ βετωεεν ποσιτιϖε ανδ νεγατιϖε οϖερ τηε 

course of the quarter. Active managers continue to ind it a dif−
icult environment to outperform as macro factors dominated 
πριχε αχτιϖιτψ ανδ περφορmανχε ιν εθυιτψ mαρκετσ. 

  Large Cap Large Cap Small Cap  Small Cap
  Growth Style Value Style  Growth Style Value Style

 10th Percentile 8.20 5.87 12.32 9.71

 25th Percentile 6.29 4.81 10.46 8.60

 Median 5.28 3.78 7.85 7.64

 75th Percentile 4.18 3.20 6.83 6.26

 90th Percentile 2.45 2.03 5.69 5.52

   R1000 Growth R1000 Value  R2000 Growth  R2000 Value

 Benchmark  4.58 3.48 9.22 8.87
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U.S. Equity Index Characteristics as of September 30, 2016

Σ&Π 500 Ρυσ 3000 Ρυσ 1000 Ρυσ Μιδχαπ Ρυσ 2500 Ρυσ 2000

Νυmβερ οφ Ισσυεσ 507 2,955 994 794 2,459 1,961

Wτδ Αϖγ Μκτ Χαπ (∃βν) 134.8 112.6 121.7 12.6 4.0 1.8

Πριχε/Βοοκ Ρατιο 2.7 2.6 2.7 2.4 2.1 2.0

Φορωαρδ Π/Ε Ρατιο 16.9 17.4 17.2 18.9 19.2 19.8

Dιϖιδενδ Ψιελδ 2.1% 2.0% 2.0% 1.7% 1.6% 1.5%

5−Ψρ Εαρνινγσ (φορεχαστεδ) 12.5% 12.5% 12.5% 11.2% 12.0% 13.5%

Sources: Russell Investment Group, Standard & Poor’s.

Source: Russell Investment Group Sources: Callan, Russell Investment Group
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Χαλλαν Στψλε Μεδιαν ανδ Ινδεξ Ρετυρνσ∗ φορ Περιοδσ ενδεδ Σεπτεmβερ 30, 2016

Large Cap Equity Θυαρτερ ΨΤD Ψεαρ 3 Ψεαρσ 5 Ψεαρσ 10 Ψεαρσ 15 Ψεαρσ

Λαργε Χαπ Χορε Στψλε 4.55 5.71 12.77 10.64 16.13 7.39 7.80

Ρυσσελλ 3000 4.40 8.18 14.96 10.44 16.36 7.37 7.61

Ρυσσελλ 1000 4.03 7.92 14.93 10.78 16.41 7.40 7.48

Σ&Π 500 3.85 7.84 15.43 11.16 16.37 7.24 7.15

Λαργε Χαπ Γροωτη Στψλε 5.28 3.69 11.27 10.85 16.24 8.94 7.55

Ρυσσελλ 1000 Γροωτη 4.58 6.00 13.76 11.83 16.60 8.85 7.35

Λαργε Χαπ ςαλυε Στψλε 3.78 7.61 13.71 8.99 15.88 6.54 8.08

Ρυσσελλ 1000 ςαλυε 3.48 10.00 16.20 9.70 16.15 5.85 7.46

Mid Cap Equity Θυαρτερ ΨΤD Ψεαρ 3 Ψεαρσ 5 Ψεαρσ 10 Ψεαρσ 15 Ψεαρσ

Μιδ Χαπ Χορε Στψλε 4.98 7.80 11.05 9.88 16.81 8.65 10.96

Ρυσσελλ Μιδχαπ 4.52 10.26 14.25 9.70 16.67 8.32 10.44

Μιδ Χαπ Γροωτη Στψλε 4.05 4.30 6.98 6.98 14.55 8.62 9.53

Ρυσσελλ Μιδχαπ Γροωτη 4.59 6.84 11.24 8.90 15.85 8.51 9.66

Μιδ Χαπ ςαλυε Στψλε 4.82 9.73 13.35 9.30 16.62 8.48 10.99

Ρυσσελλ Μιδχαπ ςαλυε 4.45 13.72 17.26 10.49 17.38 7.89 10.72

Small Cap Equity Θυαρτερ ΨΤD Ψεαρ 3 Ψεαρσ 5 Ψεαρσ 10 Ψεαρσ 15 Ψεαρσ

Σmαλλ Χαπ Χορε Στψλε 7.62 10.07 14.32 8.51 17.63 8.55 11.31

Ρυσσελλ 2000 9.05 11.46 15.47 6.71 15.82 7.07 9.26

Σmαλλ Χαπ Γροωτη Στψλε 7.85 6.52 8.73 5.47 15.82 9.13 9.81

Ρυσσελλ 2000 Γροωτη 9.22 7.48 12.12 6.58 16.15 8.29 8.90

Σmαλλ Χαπ ςαλυε Στψλε 7.64 12.74 15.90 7.92 17.11 8.05 11.63

Ρυσσελλ 2000 ςαλυε 8.87 15.49 18.81 6.77 15.45 5.78 9.38

Smid Cap Equity Θυαρτερ ΨΤD Ψεαρ 3 Ψεαρσ 5 Ψεαρσ 10 Ψεαρσ 15 Ψεαρσ

Σmιδ Χαπ Χορε Στψλε 6.32 9.21 12.42 7.64 16.34 9.96 �

Ρυσσελλ 2500 6.56 10.80 14.44 7.77 16.30 7.95 10.07

Σmιδ Χαπ Γροωτη Στψλε 6.03 4.73 8.39 6.01 15.25 9.23 9.85

Ρυσσελλ 2500 Γροωτη 6.98 6.95 11.02 7.43 16.20 8.82 9.52

Σmιδ Χαπ ςαλυε Στψλε 6.39 12.17 14.71 7.37 16.23 8.56 11.41

Ρυσσελλ 2500 ςαλυε 6.18 14.51 17.68 8.05 16.29 6.92 10.17

Ρυσσελλ 3000 Σεχτορσ Θυαρτερ ΨΤD Ψεαρ 3 Ψεαρσ 5 Ψεαρσ 10 Ψεαρσ 15 Ψεαρσ

Χονσυmερ Dισχρετιοναρψ 3.50 4.52 8.99 9.57 19.01 10.11 �

Χονσυmερ Σταπλεσ −2.67 7.48 15.77 13.92 15.95 11.57 �

Ενεργψ 2.87 17.69 16.60 −4.26 4.72 3.84 �

Φινανχιαλ Σερϖιχεσ 5.44 4.35 10.18 9.69 17.97 0.87 �

Ηεαλτη Χαρε 2.40 0.92 9.82 14.21 20.52 10.82 �

Ματεριαλσ & Προχεσσινγ 4.98 16.18 25.84 7.17 14.12 6.94 �

Προδυχερ Dυραβλεσ 4.61 10.99 18.76 9.54 17.48 7.29 �

Τεχηνολογψ 13.49 13.07 22.76 16.28 17.08 10.27 �

Υτιλιτιεσ −5.31 17.12 21.88 11.87 12.44 7.07 �

*Returns less than one year are not annualized.

Sources: Callan, Russell Investment Group, Standard & Poor’s.

Υ.Σ. ΕΘΥΙΤΨ (Χοντινυεδ)
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Χαλm Αφτερ τηε Στορm 

ΝΟΝ−Υ.Σ. ΕΘΥΙΤΨ |  Ιρινα Συσηχη

Φολλοωινγ τωο ηιγηλψ ϖολατιλε θυαρτερσ, τηε τηιρδ θυαρτερ οφ 2016 

βυχκεδ τηε τρενδ�ϖολατιλιτψ ωασ εξχεπτιοναλλψ λοω ασ ινϖεστορσ 

αππεαρεδ χοmπλαχεντ αβουτ χοντινυεδ αχχοmmοδατιϖε χεντραλ 

βανκ πολιχιεσ ανδ στεαδψ, αλβειτ σλοω, εχονοmιχ γροωτη. Α ρισκ−

ον ραλλψ λεδ το στοχκ mαρκετ ηιγησ ασ ανξιετιεσ αβουτ τηε Υ.Κ.�σ 

Βρεξιτ ϖοτε το εξιτ τηε Ευροπεαν Υνιον δωινδλεδ.

Ιν τηισ ενϖιρονmεντ, τηε ΜΣΧΙ ΑΧWΙ εξ ΥΣΑ Ινδεξ ροσε 6.91%. 

Ιν χοντραστ το τηε πρεϖιουσ θυαρτερ, εχονοmιχαλλψ σενσιτιϖε σεχ−

τορσ φαρεδ βεστ, παρτιχυλαρλψ Ινφορmατιον Τεχηνολογψ (+15.50%) 

ανδ Ματεριαλσ (+12.56%). Ηεαλτη Χαρε ωασ τηε ονλψ σεχτορ ιν 

τηε ρεδ (−1.96%), αλτηουγη ιτσ δεφενσιϖε χουντερπαρτσ, Υτιλιτιεσ 

(+0.20%) ανδ Τελεχοmmυνιχατιονσ (+0.43%), φαλτερεδ ασ ωελλ. 

Χονσιστεντ ωιτη τηε θυαρτερ�σ ρισκ−ον τηεmε, εmεργινγ mαρκετσ 

(ΜΣΧΙ Εmεργινγ Μαρκετσ Ινδεξ: +9.03%) ουτπαχεδ τηειρ 

δεϖελοπεδ πεερσ (ΜΣΧΙ Wορλδ εξ ΥΣΑ Ινδεξ: +6.29%), εϖεν 

εξχλυδινγ Χαναδα (ΜΣΧΙ ΕΑΦΕ Ινδεξ: +6.43%). Τηε ΜΣΧΙ 

ΑΧWΙ εξ ΥΣΑ ςαλυε Ινδεξ (+7.79%) οϖερχαmε τηε ΜΣΧΙ 

ΑΧWΙ εξ ΥΣΑ Γροωτη Ινδεξ (+6.06%) for the irst time since 
τηε σεχονδ θυαρτερ οφ 2014. Σmαλλ−χαπ στοχκσ σηοτ υπ ιντο τηε 

βλαχκ (ΜΣΧΙ ΑΧWΙ εξ ΥΣΑ Σmαλλ Χαπ Ινδεξ: +7.91%), inish−

ινγ νεαρ τηε τοπ αmονγ mαϕορ νον−Υ.Σ. ινδιχεσ. 

Εθυιτψ mαρκετσ αχροσσ Ευροπε χρασηεδ φολλοωινγ τηε υνεξ−

πεχτεδ ϖοτε φορ Βρεξιτ βυτ ρεγαινεδ γρουνδ θυιχκλψ ασ ιτ βεχαmε 

χλεαρ τηατ τηε αφτερmατη οφ τηε ρεφερενδυm ωασ νοτ ιmmεδιατελψ 

χαταστροπηιχ. Βριτιση Πριmε Μινιστερ Dαϖιδ Χαmερον ρεσιγνεδ 

ανδ ωασ ρεπλαχεδ βψ Τηερεσα Μαψ, ωηο πλεδγεδ τηατ τηε Υ.Κ. 

ωουλδ γο τηρουγη ωιτη εξιτινγ τηε Ευροπεαν Υνιον, βυτ νοτ 

ηαστιλψ. Τηε Βανκ οφ Ενγλανδ σπρανγ ιντο αχτιον το συππορτ τηε 

εχονοmψ, ανδ τηε Ευροπεαν Χεντραλ Βανκ οφφερεδ ρεασσυρανχε 

τηατ ιτ τοο ωουλδ ωορκ το βολστερ γροωτη. Τηε ΜΣΧΙ Ευροπε 

Ινδεξ χλιmβεδ 5.40%, ωιτη τηε στρονγ περφορmερσ ινχλυδινγ 

Αυστρια (+16.66%), Γερmανψ (+10.01%), Σπαιν (+9.32%), τηε 

Νετηερλανδσ (+9.11%), ανδ εϖεν τηε Υ.Κ. (+3.98%). Τηειρ 

ϖιγορ ωασ αττριβυτεδ το βεττερ−τηαν−εξπεχτεδ εαρνινγσ φροm 

Ινφορmατιον Τεχηνολογψ γιαντσ, ιmπροϖινγ χοmmοδιτψ πριχεσ, 

rallying inancial stocks, and a swell of M&A activity. European 

  Γλοβαλ Εθ Νον−Υ.Σ. Εθ Εmγ Μκτ Νον−Υ.Σ. 
  Στψλε Στψλε  Στψλε ΣΧ Στψλε

 10τη Περχεντιλε 9.08 8.96 10.98 10.28 
 25τη Περχεντιλε 7.17 7.80 10.17 9.03
 Μεδιαν 5.75 6.77 9.23 7.99
 75τη Περχεντιλε 4.53 5.77 8.16 7.06
 90τη Περχεντιλε 3.20 4.47 5.42 5.79

   ΜΣΧΙ ΜΣΧΙ ΜΣΧΙ  ΜΣΧΙ ΑΧWΙ
  ΑΧWΙ ΑΧWΙ εξ ΥΣΑ Εmγ Μκτσ εξ ΥΣΑ ΣΧ 

 Βενχηmαρκ  5.30 6.91 9.03 7.91
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Χαλλαν Στψλε Γρουπ Θυαρτερλψ Ρετυρνσ

Health Care stocks stumbled (-3.09%) due to intensiied global 
σχρυτινψ δυρινγ τηε Υ.Σ. ελεχτιον; Dενmαρκ, ωηερε α λαργε ηεαλτη 

χαρε χοmπανψ mακεσ υπ αππροξιmατελψ 20% οφ τηε χουντρψ�σ 

ινδεξ, ωασ παρτιχυλαρλψ ηαρδ ηιτ, δροππινγ 6.27%.

Southeast Asia and the Paciic enjoyed a buoyant quarter as 
ωελλ; τηε MSCI Paciic Index ωασ υπ 8.46%. ϑαπανεσε εθυι−

τιεσ ραλλιεδ δυρινγ τηε θυαρτερ, ασχενδινγ 8.60% δυε το νεω 
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Sources: Callan, MSCI

* German mark returns before 1Q99 

Source: MSCI
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ΝΟΝ−Υ.Σ. ΕΘΥΙΤΨ (Χοντινυεδ)

χεντραλ βανκ πολιχιεσ ανδ α φρεση στιmυλυσ παχκαγε. Αδδιτιοναλλψ, 

Χονσυmερ Dισχρετιοναρψ, ΙΤ, ανδ Ματεριαλσ στοχκσ συργεδ δυε το 

στρονγ εαρνινγσ γροωτη ιν σεϖεραλ γαmινγ ανδ αυτοmοβιλε χοm−

πανιεσ. Αυστραλια (+7.91%) ανδ Νεω Ζεαλανδ (+12.44%) αλσο 

περφορmεδ ωελλ ασ mεγαβανκσ ανδ χοmmοδιτιεσ γαινεδ γρουνδ. 

Εmεργινγ mαρκετσ σηοτ υπ ιν τηε αχχοmmοδατιϖε mαχροεχο−

νοmιχ ενϖιρονmεντ (ΜΣΧΙ Εmεργινγ Μαρκετσ Ινδεξ: +9.03%). 

Τηε τοπ σεχτορ ωασ ΙΤ, συργινγ 16.08%. Τηε στοχκσ οφ σmαρτ−

πηονε mανυφαχτυρερσ ανδ τεχηνολογψ χοmπονεντ συππλιερσ 

σοαρεδ, βοοστινγ τηε Ασιαν mαρκετσ, ινχλυδινγ Ταιωαν (+11.70%) 

ανδ Σουτη Κορεα (+10.98%). Χηινα ωασ ονε οφ τηε βιγγεστ βεν−

eiciaries (+13.92%), thanks to its burgeoning internet giants. 
Λατιν Αmεριχα ωασ ρελατιϖελψ σλυγγιση τηισ θυαρτερ (+5.37%) βυτ 

ωασ προππεδ υπ βψ Βραζιλ, ωηιχη σηοτ υπ ανοτηερ 11.31%, σκψ−

ροχκετινγ 62.90% ψεαρ−το−δατε. Ηοπεσ φορ εχονοmιχ χηανγε ρυν 

ηιγη υνδερ Μιχηελ Τεmερ, ωηο ρεπλαχεδ τηε ιmπεαχηεδ Dιλmα 

 EM EAFE

Quarter Year

ACWI ex USA

UtilitiesHealth CareMaterialsInformation
Technology
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Best Performers Worst Performers

Θυαρτερλψ ανδ Αννυαλ Χουντρψ Περφορmανχε Σναπσηοτ

Θυαρτερλψ Ρετυρνσ: Στρονγ ανδ Στρυγγλινγ Σεχτορσ 

Θυαρτερλψ Ρετυρνσ φορ Νον−Υ.Σ. Dεϖελοπεδ Χουντριεσ 

Equity Index

Χουντρψ
  

 (ΥΣ∃)
 (Λοχαλ 

Χυρρενχψ)
Λοχαλ 

Χυρρενχψ Wειγητ∗

Αυστραλια 7.91% 5.00% 2.77% 5.13%

Αυστρια 16.66% 15.32% 1.16% 0.13%

Βελγιυm 5.00% 3.80% 1.16% 0.96%

Χαναδα 4.85% 6.10% −1.18% 6.72%

Dενmαρκ −6.27% −7.26% 1.07% 1.23%

Φινλανδ 7.42% 6.19% 1.16% 0.70%

Φρανχε 6.36% 5.14% 1.16% 6.81%

Γερmανψ 10.01% 8.75% 1.16% 6.31%

Ηονγ Κονγ 11.92% 11.89% 0.03% 2.45%

Ιρελανδ 7.42% 6.20% 1.16% 0.33%

Ισραελ −1.97% −3.96% 2.64% 0.50%

Ιταλψ 2.21% 1.04% 1.16% 1.33%

ϑαπαν 8.60% 7.20% 1.31% 16.70%

Νετηερλανδσ 9.11% 7.96% 1.16% 2.35%

Νεω Ζεαλανδ 12.44% 10.12% 2.11% 0.14%

Νορωαψ 6.28% 1.51% 4.70% 0.45%

Πορτυγαλ 6.28% 5.07% 1.16% 0.10%

Σινγαπορε −0.15% 1.13% −1.29% 0.89%

Σπαιν 9.32% 8.07% 1.16% 2.13%

Σωεδεν 7.48% 8.68% −1.11% 1.97%

Σωιτζερλανδ 2.62% 2.12% 0.50% 6.29%

Υ.Κ. 3.98% 7.00% −2.83% 13.23%

*Weight in the MSCI ACWI ex USA Index

Sources: MSCI, Russell Investment Group, Standard & Poor’s.

Ρουσσεφφ ασ πρεσιδεντ. Ρυσσια (+8.43%) διδ νοτ mισσ ουτ ον 

τηε ραλλψ. Ηοωεϖερ, τηε Πηιλιππινεσ, Τυρκεψ, ανδ Μαλαψσια ωερε 

all in the red as political turmoil continued to aflict the coun−

τριεσ (−5.33%, −5.26%, ανδ −1.52%, ρεσπεχτιϖελψ). Μεξιχο αλσο 

δωινδλεδ 2.24% ασ τηε πεσο φελλ 5% αγαινστ τηε δολλαρ.

Source: MSCI

Source: MSCI
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Χαλλαν Στψλε Μεδιαν ανδ Ινδεξ Ρετυρνσ∗ φορ Περιοδσ ενδεδ Σεπτεmβερ 30, 2016

Global Equity Θυαρτερ ΨΤD Ψεαρ 3 Ψεαρσ 5 Ψεαρσ 10 Ψεαρσ 15 Ψεαρσ

Global Equity Style 5.75 5.48 11.23 6.25 12.38 5.57 7.80

ΜΣΧΙ Wορλδ 4.87 5.55 11.36 5.85 11.63 4.47 6.29

ΜΣΧΙ ΑΧWΙ 5.30 6.60 11.96 5.17 10.63 4.34 6.47

Non-U.S. Equity Θυαρτερ ΨΤD Ψεαρ 3 Ψεαρσ 5 Ψεαρσ 10 Ψεαρσ 15 Ψεαρσ

Νον−Υ.Σ. Στψλε 6.77 3.14 7.94 2.16 8.75 3.20 7.81

ΜΣΧΙ Wορλδ εξ ΥΣΑ 6.29 3.12 7.16 0.33 6.89 1.88 5.96

ΜΣΧΙ ΑΧWΙ εξ ΥΣΑ 6.91 5.82 9.26 0.18 6.04 2.16 6.56

Regional Equity Θυαρτερ ΨΤD Ψεαρ 3 Ψεαρσ 5 Ψεαρσ 10 Ψεαρσ 15 Ψεαρσ

ΜΣΧΙ Χηινα 13.92 8.58 12.95 3.90 8.24 7.78 13.08

ΜΣΧΙ Ευροπε εξ ΥΚ 6.03 −0.36 2.90 0.01 8.17 1.53 6.02

ΜΣΧΙ ϑαπαν 8.60 2.54 12.13 3.33 7.36 1.05 4.27

ΜΣΧΙ ϑαπαν (λοχαλ) 7.20 −13.68 −5.19 4.42 13.38 −0.49 3.15

MSCI Paciic 8.46 5.26 14.74 2.31 7.31 2.50 6.08

MSCI Paciic (local) 6.97 −7.17 0.77 4.39 11.86 0.99 4.47

MSCI Paciic ex Japan 8.18 10.86 20.05 0.42 7.07 5.85 10.99

MSCI Paciic ex Japan (local) 6.52 7.03 13.34 4.95 10.29 5.31 8.55

ΜΣΧΙ Υνιτεδ Κινγδοm 3.98 0.80 1.53 −1.80 5.99 1.40 5.02

ΜΣΧΙ Υνιτεδ Κινγδοm (λοχαλ) 7.00 14.37 18.39 5.68 9.91 5.15 5.89

Εmεργινγ/Φροντιερ Μαρκετσ Θυαρτερ ΨΤD Ψεαρ 3 Ψεαρσ 5 Ψεαρσ 10 Ψεαρσ 15 Ψεαρσ

Εmεργινγ Μαρκετ Στψλε 9.23 16.44 18.41 0.81 4.83 5.23 12.93

ΜΣΧΙ Εmεργινγ Μαρκετσ 9.03 16.02 16.78 −0.56 3.03 3.94 11.55

ΜΣΧΙ Εmεργινγ Μαρκετσ (λοχαλ) 7.59 11.30 12.96 4.33 6.95 5.94 11.97

ΜΣΧΙ Φροντιερ Μαρκετσ 2.65 2.16 0.91 −0.17 4.64 −0.26 �

Global/Non-U.S. Small Cap Equity Θυαρτερ ΨΤD Ψεαρ 3 Ψεαρσ 5 Ψεαρσ 10 Ψεαρσ 15 Ψεαρσ

Νον−Υ.Σ. Σmαλλ Χαπ Στψλε 7.99 4.51 11.38 6.12 12.77 6.33 12.20

ΜΣΧΙ Wορλδ Σmαλλ Χαπ 7.24 9.70 14.34 6.18 13.38 6.30 10.31

ΜΣΧΙ ΑΧWΙ Σmαλλ Χαπ 7.28 9.66 14.21 5.67 12.47 6.59 10.52

ΜΣΧΙ Wορλδ εξ ΥΣΑ Σmαλλ Χαπ 8.00 7.26 13.50 4.15 9.72 4.11 9.97

ΜΣΧΙ ΑΧWΙ εξ ΥΣΑ Σmαλλ Χαπ 7.91 7.70 13.38 3.52 8.60 4.58 10.47

*Returns less than one year are not annualized.

Sources: Callan, MSCI.

ΝΟΝ−Υ.Σ. ΕΘΥΙΤΨ (Χοντινυεδ)
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Ηυτ, Ηυτ ... Ηικε! 

Υ.Σ. ΦΙΞΕD ΙΝΧΟΜΕ |  Ρυφαση Λαmα

Φορ τηε θυαρτερ, τηε Βλοοmβεργ Βαρχλαψσ Ηιγη Ψιελδ Ινδεξ 

γρεω 5.55% ωηιλε τηε Βλοοmβεργ Βαρχλαψσ Υ.Σ. Αγγρεγατε 

Ινδεξ mαναγεδ το ρισε α mερε 0.46%. 

Dριϖεν βψ Βρεξιτ−ινδυχεδ χονχερνσ, τηε ψιελδ ον τηε βενχη−

mαρκ 10−ψεαρ Τρεασυρψ νοτε ηιτ α ρεχορδ λοω οφ 1.37% ιν ϑυλψ; 

ηοωεϖερ, ιτ ροσε φορ τηε ρεmαινδερ οφ τηε θυαρτερ ανδ χλοσεδ ατ 

1.60%. Wηιλε τηε Φεδ λεφτ τηε φεδεραλ φυνδσ ρατε υνχηανγεδ ιν 

τηε τηιρδ θυαρτερ, ιτσ αννουνχεmεντ ωασ νοτεωορτηψ βεχαυσε 

οφ τηε ηιγη λεϖελ οφ δισαγρεεmεντ; τηε τηρεε δισσεντινγ ϖοτεσ 

ωερε τηε mοστ σινχε Dεχεmβερ 2014. Βασεδ ον φεδεραλ φυνδσ 

φυτυρεσ χοντραχτσ, τραδερσ αρε βεττινγ τηερε ισ α 78% χηανχε 

οφ α ρατε ηικε ατ τηε νεξτ mεετινγ ιν Dεχεmβερ αφτερ τηε Φεδ�σ 

δεχισιον το ηολδ ρατεσ στεαδψ αγαιν ιν Νοϖεmβερ. 

Ψιελδσ ϖαριεδ αχροσσ τηε mατυριτψ σπεχτρυm δυρινγ τηε θυαρ−

τερ: Wηιλε Τρεασυρψ ρατεσ ροσε αλονγ τηε εντιρε ψιελδ χυρϖε ιν 

Αυγυστ, τηε χυρϖε στεεπενεδ ιν Σεπτεmβερ ασ τηε 2−ψεαρ φελλ 

βψ 4 βασισ ποιντσ το 0.76% ανδ τηε 30−ψεαρ ροσε βψ 8 βασισ 

ποιντσ το ενδ ατ 2.32%. Ιντερmεδιατε Τρεασυριεσ (−0.26%) ουτ−

περφορmεδ λονγ Τρεασυριεσ (−0.36%) δυρινγ τηε θυαρτερ. 

Χρεδιτ σπρεαδσ τιγητενεδ δυρινγ τηε θυαρτερ ανδ ψιελδσ 

ινχηεδ τοωαρδ ηιστοριχ λοωσ. Τηειρ +5.55% ρετυρν mαδε ηιγη−

ψιελδ χορπορατεσ τηε στρονγεστ περφορmερ δυρινγ τηε θυαρτερ. 

Dεσπιτε ρεχορδ ισσυανχεσ ιν Αυγυστ, τηε χρεδιτ σεχτορ γαινεδ 

1.23% φορ τηε θυαρτερ ανδ ουτπερφορmεδ ΜΒΣ (+0.60%) ανδ 

ΧΜΒΣ (+0.59%). Ινδυστριαλσ βεατ Υτιλιτιεσ ανδ Φινανχιαλσ ον α 

    Core Bond Core Plus Interm Ext Maturity High Yld
   Style Style Style G/C Style Style

 10th Percentile  1.15 2.14 0.67 2.16 5.89

 25th Percentile  0.95 1.68 0.47 1.82 5.55

 Median  0.70 1.36 0.26 1.51 5.08

 75th Percentile  0.52 1.08 0.12 1.34 4.70

 90th Percentile  0.33 0.87 0.05 1.18 4.18

   Bloomberg Bloomberg Bloomberg Bloomberg Bloomberg
  Barclays Barclays Barclays Barclays Barclays
 Agg Agg Interm Agg Long G/C High Yld

 Benchmark   0.46 0.46 0.16 1.24 5.55
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Υ.Σ. ΦΙΞΕD ΙΝΧΟΜΕ (Χοντινυεδ)

δυρατιον−αδϕυστεδ βασισ. Φυρτηερ, ον α δυρατιον−αδϕυστεδ βασισ, 

χρεδιτ σεχυριτιεσ ουτπερφορmεδ Τρεασυριεσ βψ 155 βασισ ποιντσ. 

Τρεασυριεσ ενδεδ τηε θυαρτερ ιν τηε ρεδ (−0.28%). 

Ινϖεστmεντ−γραδε χορπορατε ισσυανχε τοταλεδ ∃340 βιλλιον 

φορ τηε θυαρτερ, σεττινγ α ρεχορδ. Βψ τηε ενδ οφ Σεπτεmβερ, 

Υ.Σ. Φιξεδ Ινχοmε Ινδεξ Χηαραχτεριστιχσ ασ οφ Σεπτ. 30, 2016

Βλοοmβεργ Βαρχλαψσ Ινδιχεσ

Ψιελδ το 

Wορστ

Μοδ Αδϕ 

Dυρατιον

Αϖγ  

Ματυριτψ

Βλοοmβεργ Βαρχλαψσ Αγγρεγατε 1.96 5.51 7.82

Βλοοmβεργ Βαρχλαψσ Υνιϖερσαλ 2.39 5.39 7.68

Βλοοmβεργ Βαρχλαψσ Γοϖ/Χρεδιτ 1.92 6.72 8.99

1−3 Ψεαρ 1.04 1.91 1.98

Ιντερmεδιατε 1.51 4.09 4.44

Λονγ−Τερm 3.32 15.57 24.32

Βλοοmβεργ Βαρχλαψσ Λονγ Χρεδιτ 4.04 14.04 23.92

Βλοοmβεργ Βαρχλαψσ Χορπ Ηιγη Ψιελδ 6.17 4.05 6.33

Βλοοmβεργ Βαρχλαψσ ΤΙΠΣ 1.62 6.59 8.61

Βλοοmβεργ Βαρχλαψσ Μυνι Βονδ 1−5 Ψεαρ 1.15 2.72 3.22

Βλοοmβεργ Βαρχλαψσ Μυνι 1−10 Ψεαρ 1.38 4.02 5.88

Βλοοmβεργ Βαρχλαψσ Μυνιχιπαλ 1.82 5.52 13.08

Source: Bloomberg Barclays

Excess Return versus Like-Duration TreasuriesAbsolute Return
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Φιξεδ Ινχοmε Ινδεξ Θυαρτερλψ Ρετυρνσ

Εφφεχτιϖε Ψιελδ Οϖερ Τρεασυριεσ

ψεαρ−το−δατε χορπορατε ινϖεστmεντ−γραδε βονδ ισσυανχε ωασ 

8% αηεαδ οφ λαστ ψεαρ�σ παχε. Ανδ τηε ρεχορδ συππλιεσ ωερε mετ 

ωιτη στρονγ δεmανδ ασ ινϖεστορσ σναππεδ υπ βονδσ. ΧΜΒΣ 

ανδ mυνιχιπαλ mαρκετσ αλσο δεmονστρατεδ ροβυστ συππλψ. Ανδ 

δεσπιτε λοω ψιελδσ ανδ ηεαϖψ ισσυανχε οφ ΧΜΒΣ σεχυριτιεσ ιν 

Σεπτεmβερ, τηεψ ουτπερφορmεδ Τρεασυριεσ βψ 91 βπσ.

Source: Bloomberg Barclays

Source: Bloomberg Barclays
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Χαλλαν Στψλε Μεδιαν ανδ Ινδεξ Ρετυρνσ∗ φορ Περιοδσ ενδεδ Σεπτεmβερ 30, 2016

Βροαδ Φιξεδ Ινχοmε Θυαρτερ ΨΤD Ψεαρ 3 Ψεαρσ 5 Ψεαρσ 10 Ψεαρσ 15 Ψεαρσ

Χορε Βονδ Στψλε 0.70 6.15 5.65 4.36 3.73 5.31 5.25

Χορε Βονδ Πλυσ Στψλε 1.36 7.16 6.55 4.61 4.55 5.77 5.91

Βλοοmβεργ Βαρχλαψσ Αγγρεγατε 0.46 5.80 5.19 4.03 3.08 4.79 4.80

Βλοοmβεργ Βαρχλαψσ Υνιϖερσαλ 0.96 6.69 6.11 4.27 3.62 5.00 5.12

Λονγ−Τερm Θυαρτερ ΨΤD Ψεαρ 3 Ψεαρσ 5 Ψεαρσ 10 Ψεαρσ 15 Ψεαρσ

Εξτενδεδ Ματυριτψ Χρεδιτ Στψλε 2.50 17.00 16.11 10.05 7.94 8.07 �

Βλοοmβεργ Βαρχλαψσ Λονγ Χρεδιτ 2.26 16.50 15.73 9.53 7.05 7.63 7.74

Εξτενδεδ Ματυριτψ Γοϖ/Χρεδιτ Στψλε 1.51 16.12 15.14 10.30 6.96 8.38 8.01

Βλοοmβεργ Βαρχλαψσ Λονγ Γοϖ/Χρεδιτ 1.24 15.74 14.66 10.08 6.32 7.84 7.61

Ιντερmεδιατε−Τερm Θυαρτερ ΨΤD Ψεαρ 3 Ψεαρσ 5 Ψεαρσ 10 Ψεαρσ 15 Ψεαρσ

Ιντερmεδιατε Στψλε 0.26 4.31 3.83 3.05 2.85 4.62 4.62

Βλοοmβεργ Βαρχλαψσ Ιντερm Γοϖ/Χρεδιτ 0.16 4.24 3.52 2.80 2.45 4.17 4.22

Σηορτ−Τερm Θυαρτερ ΨΤD Ψεαρ 3 Ψεαρσ 5 Ψεαρσ 10 Ψεαρσ 15 Ψεαρσ

Dεφενσιϖε Στψλε 0.15 1.94 1.72 1.47 1.48 2.89 3.01

Βλοοmβεργ Βαρχλαψσ Γοϖ/Χρεδιτ 1−3 Ψρ 0.02 1.68 1.31 1.09 1.05 2.59 2.80

Βανκ Λοανσ Θυαρτερ ΨΤD Ψεαρ 3 Ψεαρσ 5 Ψεαρσ 10 Ψεαρσ 15 Ψεαρσ

Βανκ Λοαν Στψλε 2.86 7.43 5.70 3.78 5.55 4.91 5.03

Χρεδιτ Συισσε Λεϖεραγεδ Λοανσ 3.10 7.46 5.35 3.60 5.30 4.24 4.79

Ηιγη Ψιελδ Θυαρτερ ΨΤD Ψεαρ 3 Ψεαρσ 5 Ψεαρσ 10 Ψεαρσ 15 Ψεαρσ

Ηιγη Ψιελδ Στψλε 5.08 12.70 10.86 5.20 8.28 7.64 8.61

Βλοοmβεργ Βαρχλαψσ Χορπ Ηιγη Ψιελδ 5.55 15.11 12.73 5.28 8.34 7.71 8.63

Υνχονστραινεδ Θυαρτερ ΨΤD  Ψεαρ 3 Ψεαρσ 5 Ψεαρσ 10 Ψεαρσ 15 Ψεαρσ

Υνχονστραινεδ Φιξεδ Στψλε 2.21 3.95 4.56 2.36 3.87 4.60 6.44

90 Dαψ Τ−Βιλλ + 3% 0.84 2.48 3.27 3.12 3.11 3.92 4.38

Σταβλε ςαλυε Θυαρτερ ΨΤD Ψεαρ 3 Ψεαρσ 5 Ψεαρσ 10 Ψεαρσ 15 Ψεαρσ

Σταβλε ςαλυε Στψλε 0.48 1.42 1.88 1.76 1.94 2.85 3.58

ιΜονεψΝετ Μυτυαλ Φυνδ Αϖγ 0.03 0.08 0.09 0.04 0.03 0.82 �

ΤΙΠΣ Θυαρτερ ΨΤD Ψεαρ 3 Ψεαρσ 5 Ψεαρσ 10 Ψεαρσ 15 Ψεαρσ

Inlation-Linked Style 1.00 7.28 6.62 2.40 1.96 4.58 5.50

Βλοοmβεργ Βαρχλαψσ ΤΙΠΣ 0.96 7.27 6.58 2.40 1.93 4.48 5.39

Μυνιχιπαλ Θυαρτερ ΨΤD Ψεαρ 3 Ψεαρσ 5 Ψεαρσ 10 Ψεαρσ 15 Ψεαρσ

Σηορτ Μυνιχιπαλ Στψλε −0.04 0.75 0.82 0.83 0.94 1.81 1.96

Βλοοmβεργ Βαρχλαψσ Μυνιχιπαλ 1−5 Ψρ −0.16 1.38 1.59 1.74 1.67 3.07 3.09

Ιντερmεδιατε Μυνιχιπαλ Στψλε −0.26 3.28 4.64 4.13 3.52 3.91 4.00

Βλοοmβεργ Βαρχλαψσ Μυνιχιπαλ 1−10 Ψρ −0.11 2.58 3.40 3.34 2.95 4.04 4.02

Λονγ Μυνιχιπαλ Στψλε −0.21 4.14 5.83 5.74 4.95 5.03 5.19

Βλοοmβεργ Βαρχλαψσ Μυνιχιπαλ −0.30 4.01 5.58 5.54 4.48 4.75 4.89

*Returns for less than one year are not annualized.

Sources: Bloomberg Barclays, Callan, Citigroup, Merrill Lynch

Υ.Σ. ΦΙΞΕD ΙΝΧΟΜΕ (Χοντινυεδ)
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Γλοβε−Τροττινγ φορ Ψιελδ

ΝΟΝ−Υ.Σ. ΦΙΞΕD ΙΝΧΟΜΕ |  Κψλε Φεκετε

In an extraordinary effort to stimulate economic growth and inla−

τιον, τηε Βανκ οφ ϑαπαν ιντροδυχεδ α 0% ψιελδ−ταργετ φορ 10−ψεαρ 

bonds, aiming to exceed its 2% inlation objective. The central 
βανκ αλσο ιντενδσ το mαινταιν ιτσ νεγατιϖε σηορτ ρατε στανχε ιν αν 

effort to steepen the yield curve and thus help increase proit−
αβιλιτψ φορ βανκσ. Τηε βανκ�σ γοϖερνορ τερmεδ τηε νεω πολιχψ α 

�ρεινφορχεmεντ� οφ ιτσ θυαντιτατιϖε εασινγ (ΘΕ) προγραm. Χεντραλ 

βανκσ ηαϖε τψπιχαλλψ ταργετεδ σηορτ−τερm ρατεσ ιν ΘΕ προγραmσ, 

φοχυσινγ ον mατυριτιεσ οφ λεσσ τηαν α ψεαρ. Ψιελδ ον ϑαπαν�σ  

10−ψεαρ γοϖερνmεντ βονδ σεττλεδ ατ −0.09% ατ τηε ενδ οφ τηε 

θυαρτερ. 

 

Overall, the European sovereign bond market was lat as the 
Ευροπεαν Χεντραλ Βανκ λεφτ ιντερεστ ρατεσ υνχηανγεδ. Τηε 

Θυαρτερλψ Ρετυρνσ φορ Νον−Υ.Σ. Γοϖερνmεντ Ινδιχεσ

Χουντρψ

Χουντρψ 

Dεβτ (∃)

Χουντρψ 

Dεβτ

Λοχαλ  

Χυρρενχψ Wειγητ∗

Αυστραλια 3.60% 0.80% 2.77% 2.29%

Αυστρια 1.81% 0.65% 1.16% 1.74%

Βελγιυm 1.48% 0.32% 1.16% 2.93%

Χαναδα −0.67% 0.52% −1.18% 2.32%

Dενmαρκ 0.96% −0.10% 1.07% 0.82%

Φινλανδ 1.67% 0.51% 1.16% 0.67%

Φρανχε 1.37% 0.21% 1.16% 11.72%

Γερmανψ 0.98% −0.18% 1.16% 8.60%

Ιρελανδ 2.28% 1.11% 1.16% 0.95%

Ιταλψ 2.31% 1.14% 1.16% 11.07%

ϑαπαν −0.92% −2.19% 1.31% 34.89%

Μαλαψσια −0.66% 1.90% −2.51% 0.53%

Μεξιχο −4.22% 0.47% −4.67% 0.98%

Νετηερλανδσ 1.29% 0.13% 1.16% 2.70%

Νορωαψ 3.53% −1.12% 4.70% 0.30%

Πολανδ 3.81% 0.30% 3.50% 0.71%

Σινγαπορε 0.22% 1.52% −1.29% 0.45%

Σουτη Αφριχα 10.29% 3.56% 6.50% 0.55%

Σπαιν 3.39% 2.21% 1.16% 6.45%

Σωεδεν −0.63% 0.48% −1.11% 0.52%

Σωιτζερλανδ −0.08% −0.57% 0.50% 0.27%

Υ.Κ. −0.37% 2.52% −2.83% 8.54%

*Weight in the Citi Non-U.S. World Government Bond Index. 

Source: Citigroup

Βλοοmβεργ Βαρχλαψσ Γλοβαλ Αγγρεγατε Ινδεξ ροσε 0.82% 

(+0.53% ηεδγεδ). Τηε ΕΧΒ χοmmιττεδ το α mοντηλψ ΘΕ προ−

γραm οφ βυψινγ �80 βιλλιον ιν γοϖερνmεντ βονδσ, ασσετ−βαχκεδ 

σεχυριτιεσ, ανδ χορπορατε δεβτ τηρουγη Μαρχη 2017; ηοωεϖερ, 

Πρεσιδεντ Μαριο Dραγηι αννουνχεδ α ρεϖιεω οφ τηε προγραm το 

ενσυρε ινϖεσταβλε ασσετσ ωουλδ νοτ δρψ υπ. Ψιελδ ον τηε Γερmαν 

10−ψεαρ βυνδ νοτχηεδ υπ α βασισ ποιντ το −0.12%. Τηερε ισ νοω 

οϖερ ∃12 τριλλιον οφ νεγατιϖε−ψιελδινγ δεβτ γλοβαλλψ, ωιτη ϑαπαν 

αχχουντινγ φορ νεαρλψ ηαλφ ανδ Wεστερν Ευροπε�ναmελψ Φρανχε, 

Γερmανψ, ανδ τηε Νετηερλανδσ�τηε οτηερ ηαλφ. Ινϖεστορσ� συσ−

ταινεδ ηυντ φορ ψιελδ ωασ εϖιδεντ ιν Ευροπεαν βονδ πριχινγ ασ 

περιπηερψ γοϖερνmεντ Τρεασυριεσ τενδεδ το δεχλινε mορε τηαν 

τηειρ χορε ευροζονε χουντερπαρτσ. Τηε Σπανιση ανδ Ιταλιαν 

10−ψεαρ ψιελδσ δεχλινεδ 28 βπσ ανδ 7 βπσ το 0.88% ανδ 1.91%, 

ρεσπεχτιϖελψ. Τηε ευρο ινχρεασεδ 1.16% αγαινστ τηε Υ.Σ. δολλαρ.

Dεσπιτε τηε εχονοmιχ ανδ πολιτιχαλ υνχερταιντψ τηε Βρεξιτ ϖοτε 

λεφτ ιν ιτσ ωακε, ωηεν Υ.Κ. ϖοτερσ χηοσε το λεαϖε τηε Ευροπεαν 

Υνιον ανδ τηε Βριτιση πουνδ πλυmmετεδ 2.83%, δατα ρελεασεδ 

showed no immediate negative effect on conidence or produc−

τιϖιτψ. Ψιελδ ον τηε 10−ψεαρ γιλτ φελλ 12 βπσ το +0.75%.

Τηε δεϖελοπινγ mαρκετσ αδϖανχεδ φορ τηε φουρτη στραιγητ 

θυαρτερ ιν σπιτε οφ mυλτιπλε πολιτιχαλ ηεαδωινδσ, ινχλυδινγ τηε 

Εmεργινγ Σπρεαδσ Οϖερ Dεϖελοπεδ (Βψ Ρεγιον)
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ΝΟΝ−Υ.Σ. ΦΙΞΕD ΙΝΧΟΜΕ (Χοντινυεδ)

ιmπεαχηmεντ οφ Βραζιλ�σ πρεσιδεντ ανδ τηε φαιλεδ Τυρκιση χουπ. 

Τηε ηαρδ χυρρενχψ ϑ.Π. Μοργαν ΕΜΒΙ Γλοβαλ Ινδεξ χλιmβεδ 

4.04%. Λοχαλ χυρρενχψ δεβτ, ασ mεασυρεδ βψ τηε ϑ.Π. Μοργαν 

GBI-EM Global Diversiied Index, τιχκεδ υπ 2.68%.  

  Global Non-U.S.  Global High Em Debt Em Debt 
  Fixed Style Fixed Style Yld Style Style (US$) Style (local)

 10th Percentile 2.18 2.71 6.54 5.34 3.33

 25th Percentile 1.73 2.11 5.92 5.04 2.72

 Median 1.08 1.16 5.42 4.63 2.45

 75th Percentile 0.74 0.87 4.97 4.23 1.97

 90th Percentile 0.38 0.23 3.81 3.48 1.66

    Barclays Barclays Barclays JPM EMBI JPM GBI-EM
  Gl Agg Gl Agg ex US High Yld Gl Div Gl Div

 Benchmark  0.82 1.03 5.3 4.04 2.68
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Χαλλαν Στψλε Γρουπ Θυαρτερλψ Ρετυρνσ

Χαλλαν Στψλε Μεδιαν ανδ Ινδεξ Ρετυρνσ∗ φορ Περιοδσ ενδεδ Σεπτεmβερ 30, 2016

Γλοβαλ Φιξεδ Ινχοmε Θυαρτερ ΨΤD Ψεαρ 3 Ψεαρσ 5 Ψεαρσ 10 Ψεαρσ 15 Ψεαρσ

Γλοβαλ Φιξεδ Ινχοmε Στψλε 1.08 9.70 8.88 2.39 2.15 4.91 6.14

Βλοοmβεργ Βαρχλαψσ Γλοβαλ Αγγρεγατε 0.82 9.85 8.83 2.13 1.74 4.26 5.13

Γλοβαλ Φιξεδ Ινχοmε Στψλε (ηεδγεδ) 1.05 6.96 7.26 5.52 4.95 5.44 5.64

Βλοοmβεργ Βαρχλαψσ Γλοβαλ Αγγρεγατε (ηεδγεδ) 0.53 6.44 6.54 5.05 4.26 4.73 4.73

Ηιγη Ψιελδ Θυαρτερ ΨΤD Ψεαρ 3 Ψεαρσ 5 Ψεαρσ 10 Ψεαρσ 15 Ψεαρσ

Γλοβαλ Ηιγη Ψιελδ Στψλε 5.42 13.65 12.46 3.91 7.61 7.03 9.74

Βλοοmβεργ Βαρχλαψσ Γλοβαλ Ηιγη Ψιελδ 5.30 14.49 13.51 4.97 8.56 7.87 9.43

Νον−Υ.Σ. Φιξεδ Ινχοmε Θυαρτερ ΨΤD Ψεαρ 3 Ψεαρσ 5 Ψεαρσ 10 Ψεαρσ 15 Ψεαρσ

Νον−Υ.Σ. Φιξεδ Ινχοmε Στψλε 1.16 12.95 11.41 1.52 2.01 4.48 6.26

Βλοοmβεργ Βαρχλαψσ Γλοβαλ Αγγρεγατε εξ ΥΣ 1.03 13.09 11.67 0.75 0.70 3.82 5.41

Εmεργινγ Μαρκετσ Φιξεδ Ινχοmε Θυαρτερ ΨΤD Ψεαρ 3 Ψεαρσ 5 Ψεαρσ 10 Ψεαρσ 15 Ψεαρσ

Εmεργινγ Dεβτ Στψλε (ΥΣ∃) 4.63 16.27 18.15 7.02 7.81 8.13 11.06

JPM EMBI Global Diversiied 4.04 14.77 16.20 8.20 7.76 7.73 9.57

Εmεργινγ Dεβτ Στψλε (λοχαλ) 2.45 16.95 16.83 −2.14 0.22 5.21 7.25

JPM GBI-EM Global Diversiied 2.68 17.07 17.06 −2.58 0.06 5.52 �

Εmεργινγ Dεβτ Βλενδ Στψλε 3.59 15.14 16.15 2.13 3.94 8.07 12.69

ϑΠΜ ΕΜΒΙ Γλ Dιϖ/ϑΠΜ ΓΒΙ−ΕΜ Γλ Dιϖ 3.36 16.11 16.83 2.81 3.95 6.72 �

Εmεργινγ Dεβτ Χορπορατε Στψλε 3.59 12.81 13.05 6.55 8.08 � �

ϑΠΜ ΧΕΜΒΙ 3.25 12.57 13.34 6.38 7.31 7.16 �

*Returns less than one year are not annualized. 

Sources: Bloomberg Barclays, Callan, JPMorgan

Sources: Bloomberg Barclays, Callan, JPMorgan Chase
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Ρετυρνσ Τακε α Συmmερ ςαχατιον

ΡΕΑΛ ΕΣΤΑΤΕ |  Κεϖιν Ναγψ

Τηε ΝΧΡΕΙΦ Προπερτψ Ινδεξ∗ γαινεδ 1.77% δυρινγ τηε σεχονδ 

θυαρτερ (1.16% φροm ινχοmε ανδ 0.60% φροm αππρεχιατιον), ιτσ 

worst performance since the irst quarter of 2010. In addition, 
αππρεχιατιον φελλ φορ τηε σιξτη χονσεχυτιϖε θυαρτερ.

Ιν α ρεπεατ οφ τηε σεχονδ θυαρτερ, Ινδυστριαλ (+2.89%) ανδ Ρεταιλ 

(+1.98%) topped property sector performance, and Ofice 
(+1.26%) ανδ Ηοτελσ (+1.35%) ωερε τηε ωορστ περφορmερσ 

αγαιν. Τηε Wεστ ρεγιον λεδ τηε ωαψ (+2.19%) ωηιλε τηε Μιδωεστ 

(+1.46%) ωασ τηε ωεακεστ. Τρανσαχτιον ϖολυmε ωασ ∃9.6 βιλλιον, 

α 7% ινχρεασε οϖερ τηε πρεϖιουσ θυαρτερ ανδ α 20% ινχρεασε 

οϖερ τηε σαmε περιοδ ιν 2015. Αππραισαλ χαπιταλιζατιον ρατεσ φελλ 

το 4.48%, αν αλλ−τιmε λοω. Τηε σπρεαδ βετωεεν αππραισαλ χαπιταλ−

ιζατιον ρατεσ ανδ τρανσαχτιον χαπιταλιζατιον ρατεσ ωιδενεδ το 180 

βασισ ποιντσ, τηε λαργεστ σινχε τηε τηιρδ θυαρτερ οφ 2009.

Οχχυπανχψ ρατεσ χοντινυεδ το χλιmβ, σεττινγ α νεω 15−ψεαρ ηιγη 

ατ 93.22%. Ρεταιλ ανδ Απαρτmεντ οχχυπανχψ ρατεσ φελλ σλιγητλψ; 

Industrial and Ofice rates increased. Apartments were the only 
προπερτψ τψπε το εξπεριενχε α δροπ ψεαρ−το−δατε. 

Τηε πρελιmιναρψ ρετυρν φορ τηε NCREIF Open End Diversiied 
Core Equity Index∗ ωασ 1.83%; 0.90% οφ τηατ ωασ ινχοmε ανδ 

0.94% φροm αππρεχιατιον. Τηισ συρπασσεδ λαστ θυαρτερ ασ τηε 

lowest since the irst quarter of 2010. Income returns stayed in 
λινε ωιτη παστ θυαρτερσ, βυτ αππρεχιατιον ρεαχηεδ ιτσ λοωεστ λεϖελ 

since the irst quarter of 2010. Low long-term interest rates have 
βεεν α στρονγ ταιλωινδ φορ Υ.Σ. ρεαλ εστατε περφορmανχε ιν ρεχεντ 

θυαρτερσ, βυτ εξπεχτατιονσ οφ α Φεδ ρατε ινχρεασε ηαϖε συχκεδ 

τηε ωινδ φροm ιτσ σαιλσ. 

Γλοβαλ ρεαλ εστατε ινϖεστmεντ τρυστσ (ΡΕΙΤσ), τραχκεδ βψ τηε 

ΦΤΣΕ ΕΠΡΑ/ΝΑΡΕΙΤ Dεϖελοπεδ ΡΕΙΤ Ινδεξ (ΥΣD), ουτπερ−

φορmεδ τηειρ Υ.Σ. χουντερπαρτσ ανδ ποστεδ α 1.46% ρετυρν. Υ.Σ. 

ΡΕΙΤσ, ασ mεασυρεδ βψ τηε FTSE NAREIT Equity REITs Index, 

λοστ 1.43% φορ τηε θυαρτερ. 

Ιν τηε Υ.Σ., ΡΕΙΤσ σταρτεδ τηε θυαρτερ στρονγ, ριδινγ τηε ποστ−

Βρεξιτ βουνχε τηατ φολλοωεδ τηε Υ.Κ.�σ συρπρισε ϖοτε το λεαϖε 

τηε Ευροπεαν Υνιον. Τηε γαινσ ωουλδ νοτ λαστ, ηοωεϖερ, ασ 

mιξεδ εχονοmιχ δατα φυελεδ χονχερνσ οφ α Φεδεραλ Ρεσερϖε 

rate increase. Timber (+7.72%), Industrial (+6.67%), and Ofice 
(+3.24%) ωερε τηε στρονγεστ−περφορmινγ σεχτορσ φορ τηε θυαρτερ. 

Σπεχιαλτψ (−9.93%), Dατα Χεντερσ (−9.02%), ανδ Ρεταιλ (−2.62%) 

ωερε σοmε οφ τηε λαγγαρδσ. Σελφ−στοραγε (−12.20%) στρυγγλεδ φορ 

τηε σεχονδ στραιγητ θυαρτερ ανδ ωασ τηε ωορστ περφορmινγ σεχτορ. 

Ινϖεστορσ αππεαρεδ το βε σηιφτινγ mονεψ ιντο mορε εχονοmιχαλλψ 

σενσιτιϖε Υ.Σ. στοχκσ, ωηιχη γενεραλλψ περφορmεδ ωελλ ον τηε 

βαχκ οφ mοδεστ λονγ−τερm ψιελδ ινχρεασεσ. Αντιχιπατιον οφ α Φεδ 

ρατε ηικε αλσο προmπτεδ σοmε ινϖεστορσ το σελλ ουτ οφ χροωδεδ 

δεφενσιϖε ποσιτιονσ συχη ασ ΡΕΙΤσ ιντο mορε χψχλιχαλ στοχκσ. Ασ 

οφ Σεπτεmβερ 30, Υ.Σ. ΡΕΙΤσ ωερε τραδινγ ατ α 12.3% πρεmιυm 

το νετ ασσετ ϖαλυε, mορε τηαν α 500 βασισ ποιντ ινχρεασε οϖερ τηε 

πρεϖιουσ θυαρτερ. 

Ασ τηε δυστ σεττλεσ φροm τηε ινιτιαλ σηοχκ οφ Βρεξιτ, τηε ιmπαχτ 

ον Υ.Κ. ρεαλ εστατε ισ βεγιννινγ το βε αππαρεντ. Τρανσαχτιον 

evidence shows City of London and West End ofices were the 
mοστ αφφεχτεδ δυε το υνχερταιντψ αβουτ τηε χιτψ�σ φυτυρε ασ α 

inancial hub. Industrial assets were the least affected. Outside 
οφ τηε Υ.Κ., τηε Νορδιχ χουντριεσ ωερε τηε στρονγεστ περφορmερσ. 

Ρολλινγ Ονε−Ψεαρ Ρετυρνσ
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Signs that the economies of Norway and Finland may inally be 
ον τηε χυσπ οφ γροωτη ηαϖε λεδ το ρεχορδ λεϖελσ οφ ινϖεστmεντ 

ανδ ινχρεασεσ ιν προπερτψ ϖαλυε. Φρανχε αλσο περφορmεδ ωελλ 

ασ τηε εχονοmψ ρεχοϖερεδ φροm α σλυγγιση σεχονδ θυαρτερ ανδ 

employment growth propelled ofice returns upward.

ΡΕΑΛ ΕΣΤΑΤΕ (Χοντινυεδ)

Χαλλαν Dαταβασε Μεδιαν ανδ Ινδεξ Ρετυρνσ∗ φορ Περιοδσ ενδεδ Σεπτεmβερ 30, 2016

Πριϖατε Ρεαλ Εστατε Θυαρτερ ΨΤD Ψεαρ 3 Ψεαρσ 5 Ψεαρσ 10 Ψεαρσ 15 Ψεαρσ

Ρεαλ Εστατε Dαταβασε (νετ οφ φεεσ) 1.62 5.85 9.34 11.64 11.74 4.58 7.33

ΝΧΡΕΙΦ Προπερτψ 1.77 6.13 9.22 11.31 11.18 7.22 8.93

ΝΦΙ−ΟDΧΕ (ϖαλυε ωτδ. νετ) 1.83 5.80 9.08 11.42 11.34 5.05 7.03

Πυβλιχ Ρεαλ Εστατε Θυαρτερ ΨΤD Ψεαρ 3 ψεαρσ 5 Ψεαρσ 10 Ψεαρσ 15 Ψεαρσ

ΡΕΙΤ Dαταβασε −1.15 9.61 17.67 14.49 16.28 7.05 12.57

ΦΤΣΕ ΝΑΡΕΙΤ Εθυιτψ −1.43 11.75 19.86 14.22 15.91 6.35 11.38

Γλοβαλ Πυβλιχ Ρεαλ Εστατε Θυαρτερ ΨΤD Ψεαρ 3 ψεαρσ 5 Ψεαρσ 10 Ψεαρσ 15 Ψεαρσ

Γλοβαλ ΡΕΙΤ Dαταβασε 1.36 9.06 13.66 9.14 13.77 4.73 10.87

ΦΤΣΕ ΕΠΡΑ/ΝΑΡΕΙΤ Dεϖελοπεδ ΡΕΙΤ 1.46 10.97 15.85 8.60 13.17 4.16 10.67

Γλοβαλ εξ Υ.Σ. Πυβλιχ Ρεαλ Εστατε Θυαρτερ ΨΤD Ψεαρ 3 ψεαρσ 5 Ψεαρσ 10 Ψεαρσ 15 Ψεαρσ

Γλοβαλ εξ−Υ.Σ. ΡΕΙΤ Dαταβασε 4.51 7.75 8.49 2.98 11.00 2.41 �

ΕΠΡΑ/ΝΑΡΕΙΤ Dεϖ ΡΕΙΤσ εξ−Υ.Σ. 4.28 10.44 11.66 3.21 10.42 2.57 10.59

*Returns for less than one year are not annualized.

All REIT returns are reported gross in USD. 

Sources: Callan, NAREIT, NCREIF, The FTSE Group. NCREIF statistics are the product of  direct queries and may luctuate over time.

ΝΧΡΕΙΦ Τρανσαχτιον ανδ Αππραισαλ Χαπιταλιζατιον Ρατεσ ΝΧΡΕΙΦ Χαπιταλιζατιον Ρατεσ βψ Προπερτψ Τψπε
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Χολλατεραλιζεδ mορτγαγε−βαχκεδ σεχυριτιεσ (ΧΜΒΣ) ισσυανχε φορ 

τηε θυαρτερ ωασ ∃19.5 βιλλιον, α ηυγε ϕυmπ φροm τηε ∃12.1 βιλ−

λιον ιν τηε σεχονδ θυαρτερ. Wηιλε ισσυανχε ωασ υπ θυαρτερ−οϖερ−

θυαρτερ, ιτ ωασ στιλλ δοων χοmπαρεδ το τηε τηιρδ θυαρτερ οφ 2015 

(∃25.3 βιλλιον). 

Source: NCREIF

Note: Transaction capitalization rate is equal weighted.

Source: NCREIF

Note: Capitalization rates are appraisal-based.
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Private Equity Performance Database (%) (Ποολεδ Ηοριζον ΙΡΡσ τηρουγη Μαρχη 31, 2016∗)

Στρατεγψ 3 Μοντησ Ψεαρ 3 Ψεαρσ 5 Ψεαρσ 10 Ψεαρσ 15 Ψεαρσ 20 Ψεαρσ

Αλλ ςεντυρε −2.4 6.6 20.6 15.0 10.4 5.3 23.2 

Γροωτη Εθυιτψ −0.1 6.0 12.7 10.5 11.1 10.3 13.9 

Αλλ Βυψουτσ 2.1 9.7 12.8 11.5 10.9 12.3 12.7 

Μεζζανινε 3.0 8.0 9.3 10.2 9.6 8.5 9.4 

Dιστρεσσεδ 0.6 0.4 7.8 8.3 9.3 10.6 10.6 

All Private Equity 0.8 7.5 13.3 11.5 10.6 10.2 13.5 

Σ&Π 500 1.4 1.8 11.8 11.6 7.0 6.0 8.0 

Ρυσσελλ 3000 1.0 −0.3 11.2 11.0 6.9 6.4 8.0 

Private equity returns are net of  fees. 

Sources: Standard & Poor’s, Thomson/Cambridge 

*Most recent data available at time of  publication.

Στιχκερ Σηοχκ     

ΠΡΙςΑΤΕ ΕΘΥΙΤΨ |  Γαρψ Ροβερτσον

Τηιρδ−θυαρτερ φυνδραισινγ χοmmιτmεντσ τοταλεδ ∃38.6 βιλλιον ωιτη 

143 νεω παρτνερσηιπσ φορmεδ, Πριϖατε Εθυιτψ Αναλψστ ρεπορτεδ. 

Τηε νυmβερ οφ νεω φυνδσ δροππεδ βψ 27% φροm 196 ιν τηε σεχ−

ονδ θυαρτερ, ανδ δολλαρ ϖολυmε πλυmmετεδ 62% φροm ∃102.2 βιλ−

λιον. Βυτ τηισ ψεαρ ισ τραχκινγ χλοσελψ το 2015, τραιλινγ βψ ονλψ ∃3 

βιλλιον (1%) ιν χοmmιτmεντσ ανδ 41 (6%) ιν νεω παρτνερσηιπσ. 

Τηε ινϖεστmεντ παχε βψ φυνδσ ιντο χοmπανιεσ mαινταινεδ 

mοmεντυm, αχχορδινγ το Βυψουτσ νεωσλεττερ, τοταλινγ 385 τρανσ−

αχτιονσ, υπ 8% φροm 356 ιν τηε σεχονδ θυαρτερ βυτ δοων 5% 

φροm 406 α ψεαρ αγο. Τηε αννουνχεδ αγγρεγατε δολλαρ ϖολυmε 

ωασ ∃39 βιλλιον, υπ 4% φροm ∃37.6 βιλλιον ιν τηε σεχονδ θυαρτερ 

and up signiicantly from the $11.6 billion a year ago. Just eight 
δεαλσ ωιτη αννουνχεδ ϖαλυεσ οφ ∃1 βιλλιον ορ mορε χλοσεδ ιν τηε 

θυαρτερ, βυτ τηατ ωασ υπ φροm σιξ ιν τηε σεχονδ θυαρτερ.

Νεω ινϖεστmεντσ ιν ϖεντυρε χαπιταλ χοmπανιεσ τοταλεδ 1,796 

ρουνδσ ανδ ∃15 βιλλιον οφ αννουνχεδ ϖολυmε, αχχορδινγ το τηε 

Νατιοναλ ςεντυρε Χαπιταλ Ασσοχιατιον. Τηε νυmβερ οφ ρουνδσ 

δεχρεασεδ 11% φροm 2,026 ιν τηε σεχονδ θυαρτερ, ανδ τηε δολλαρ 

ϖολυmε δροππεδ 32% φροm ∃22.1 βιλλιον. 

Ρεγαρδινγ εξιτσ, Βυψουτσ ρεπορτσ τηερε ωερε 142 πριϖατε Μ&Α 

εξιτσ οφ βυψουτ−βαχκεδ χοmπανιεσ, ωιτη 38 δεαλσ δισχλοσινγ 

Φυνδσ Χλοσεδ ϑανυαρψ 1 το Σεπτεmβερ 30, 2016

Στρατεγψ Νο. οφ Φυνδσ Αmτ (∃mm) Περχεντ

ςεντυρε Χαπιταλ 274 32,312 17%

Βυψουτσ 171 122,487 63%

Συβορδινατεδ Dεβτ 11 3,220 2%

Dιστρεσσεδ Dεβτ 17 17,250 9%

Σεχονδαρψ ανδ Οτηερ 15 12,284 6%

Φυνδ−οφ−φυνδσ 28 6,451 3%

Τοταλσ 516 194,004 100%

Source: Private Equity Analyst

ϖαλυεσ τοταλινγ ∃27.5 βιλλιον. Τηε Μ&Α εξιτσ χουντ ωασ υπ 20% 

φροm 118 ιν τηε σεχονδ θυαρτερ, ανδ τηε αννουνχεδ ϖαλυε 

ινχρεασεδ 12% φροm ∃24.6 βιλλιον. Τηερε ωερε τωο βυψουτ−

backed IPOs loating an aggregate $551.6 million, down from 
three loating $1.6 billion in the second quarter.

ςεντυρε−βαχκεδ Μ&Α εξιτσ τοταλεδ 192 τρανσαχτιονσ, ωιτη α 

δισχλοσεδ δολλαρ ϖολυmε οφ ∃13.4 βιλλιον. Τηε νυmβερ οφ πριϖατε 

σαλε εξιτσ ινχρεασεδ 19% φροm 161 ιν τηε σεχονδ θυαρτερ, βυτ 

τηε αννουνχεδ δολλαρ ϖολυmε δεχλινεδ 17% φροm τηε σεχονδ 

θυαρτερ�σ ∃16.1 βιλλιον. Τηερε ωερε 14 ςΧ−βαχκεδ ΙΠΟσ ιν τηε 

third quarter with a combined loat of $1 billion. For comparison, 
τηε σεχονδ θυαρτερ οφ 2016 ηαδ 13 ΙΠΟσ ανδ τοταλ ισσυανχε οφ 

∃876.1 mιλλιον.

Note: Transaction count and dollar volume igures across all private equity measures are preliminary igures and are subject to update in subsequent versions of  Capital Market 

Review and other Callan publications.
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Χαλλαν Dαταβασε Μεδιαν ανδ Ινδεξ Ρετυρνσ∗ φορ Περιοδσ ενδεδ Σεπτεmβερ 30, 2016

Θυαρτερ ΨΤD Ψεαρ 3 Ψεαρσ 5 Ψεαρσ 10 Ψεαρσ 15 Ψεαρσ

Ηεδγε Φυνδ−οφ−Φυνδσ Dαταβασε 2.92 0.19 0.55 2.64 5.03 3.70 4.84

ΧΣ Ηεδγε Φυνδ Ινδεξ 1.74 0.09 −0.03 2.53 4.25 4.21 5.81

ΧΣ Εθυιτψ Μαρκετ Νευτραλ 1.59 −1.98 −2.02 1.17 2.12 −2.45 0.75

ΧΣ Χονϖερτιβλε Αρβιτραγε 3.83 6.16 5.54 2.14 4.01 3.98 4.55

ΧΣ Φιξεδ Ινχοmε Αρβιτραγε 2.61 2.39 2.42 2.88 4.59 3.50 4.23

ΧΣ Μυλτι−Στρατεγψ 2.55 3.21 3.74 5.86 7.33 5.66 6.79

ΧΣ Dιστρεσσεδ 2.75 2.71 0.91 1.59 5.43 4.20 7.02

ΧΣ Ρισκ Αρβιτραγε 2.30 5.08 5.93 1.71 2.61 3.59 3.71

ΧΣ Εϖεντ−Dριϖεν Μυλτι−Στρατεγψ 3.06 −0.51 −3.04 −0.56 3.71 4.11 6.13

ΧΣ Λονγ/Σηορτ Εθυιτψ 1.88 −3.23 −1.70 3.99 6.56 4.76 6.12

ΧΣ Dεδιχατεδ Σηορτ Βιασ −12.06 −18.35 −21.86 −8.80 −15.43 −10.95 −9.05

ΧΣ Γλοβαλ Μαχρο 0.58 −0.97 −0.36 1.68 2.34 5.75 7.98

ΧΣ Μαναγεδ Φυτυρεσ −3.23 −1.26 −2.30 6.80 0.98 4.09 4.93

ΧΣ Εmεργινγ Μαρκετσ 4.20 4.74 7.67 3.48 4.99 4.62 8.76

*Returns less than one year are not annualized. Sources: Callan, Credit Suisse. 

Χαν�τ Στοπ τηε Φεελινγ

ΗΕDΓΕ ΦΥΝDΣ |  ϑιm ΜχΚεε

Dεσπιτε τηε σοmβερ mοοδ σπυρρεδ βψ τηε Βρεξιτ ϖοτε χλοσινγ ουτ 

the prior quarter, capital markets got back on the dance loor 
ιν τηε τηιρδ θυαρτερ. Χεντραλ βανκερσ λετ ιτ βε κνοων τηατ τηειρ 

mυσιχ οφ εασψ mονεψ πολιχιεσ ωουλδ νοτ στοπ. ΜΣΧΙ Εmεργινγ 

Μαρκετσ (+9.03%) λεδ τηε βεατ υπωαρδ, βυτ τηε Σ&Π 500 

(+3.85%) ηιτ ανοτηερ ρεχορδ ηιγη. Ηιγηερ ινχοmε χοντινυεδ το 

βε αλλυρινγ ασ τηε Βλοοmβεργ Βαρχλαψσ Χορπορατε Ηιγη Ψιελδ 

Ινδεξ ϕυmπεδ 5.55%. 

Ηιγηλιγητινγ ραω ηεδγε φυνδ περφορmανχε ωιτηουτ ιmπλεmεντα−

τιον χοστσ, τηε Χρεδιτ Συισσε Ηεδγε Φυνδ Ινδεξ (ΧΣ ΗΦΙ) ροσε 

1.74% ιν τηε τηιρδ θυαρτερ. Ασ α βενχηmαρκ οφ αχτυαλ ηεδγε φυνδ 

πορτφολιοσ, τηε mεδιαν mαναγερ ιν τηε Χαλλαν Ηεδγε Φυνδ−οφ−

Φυνδσ Dαταβασε αδϖανχεδ 2.92%, νετ οφ αλλ φεεσ. 

Wιτηιν ΧΣ ΗΦΙ, τηε βεστ−περφορmινγ στρατεγψ λαστ θυαρτερ ωασ 

Εmεργινγ Μαρκετσ (+4.20%), συππορτεδ βψ στρονγ δεβτ ανδ 

εθυιτψ mαρκετσ αmιδ γροωινγ εχονοmιεσ. Τιγητενινγ χρεδιτ 

σπρεαδσ ανδ ιmπροϖινγ φυνδαmενταλσ συππορτεδ Χονϖερτιβλε 

Αρβ (+3.83%), Εϖεντ−Dριϖεν Μυλτι−Στρατεγψ (+3.06%), ανδ 

Dιστρεσσεδ (+2.75%). Αιδεδ βψ στρονγ εθυιτψ ταιλωινδσ, Λονγ/

Σηορτ Εθυιτψ γαινεδ 1.88%. Χηοππψ mαρκετσ χαυγητ τηε τρενδ−

φολλοωινγ χροωδσ οφ Μαναγεδ Φυτυρεσ (-3.23%) a bit lat-footed.

Wιτηιν Χαλλαν�σ Ηεδγε Φυνδ−οφ−Φυνδσ Dαταβασε, τηε mεδιαν 

Χαλλαν Λονγ/Σηορτ Εθυιτψ ΦΟΦ (+4.26%) ουτπαχεδ τηε Χαλλαν 

Αβσολυτε Ρετυρν ΦΟΦ (+2.10%). Wιτη διϖερσιφψινγ εξποσυρεσ το 

βοτη νον−διρεχτιοναλ ανδ διρεχτιοναλ στψλεσ, τηε Core Diversiied 
ΦΟΦ γαινεδ 2.91%.

  Absolute Return Core Diversified Long/Short Eq
  FOF Style FOF Style FOF Style

 10th Percentile 3.01 3.88 5.57

 25th Percentile 2.92 3.56 4.91

 Median 2.10 2.91 4.26

 75th Percentile 1.28 2.03 3.33

 90th Percentile 1.08 1.07 2.38

 T-Bills + 5% 1.32 1.32 1.32

0%

2%

4%

6%

Χαλλαν Στψλε Γρουπ Θυαρτερλψ Ρετυρνσ

Sources: Callan, Merrill Lynch
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The Callan DC Index is an equally weighted index tracking the cash lows 
ανδ περφορmανχε οφ νεαρλψ 90 πλανσ, ρεπρεσεντινγ mορε τηαν ονε mιλλιον 

DΧ παρτιχιπαντσ ανδ οϖερ ∃135 βιλλιον ιν ασσετσ. Τηε Ινδεξ ισ υπδατεδ 

θυαρτερλψ ανδ ισ αϖαιλαβλε ον Χαλλαν�σ ωεβσιτε, ασ ισ τηε θυαρτερλψ DΧ 

Οβσερϖερ νεωσλεττερ.

DΧ πλαν βαλανχεσ ινχρεασεδ α σολιδ 1.67% ιν τηε σεχονδ 

θυαρτερ, αχχορδινγ το τηε Χαλλαν DΧ Ινδεξ�. Βυτ παρτιχιπαντσ 

sought cover, shifting money from equities into ixed income 
ανδ σταβλε ϖαλυε. Τηισ ισ ατψπιχαλ βεηαϖιορ. Γενεραλλψ, DΧ πλαν 

παρτιχιπαντσ τενδ το φολλοω τηε mαρκετ, ηεαδινγ το εθυιτιεσ 

ωηεν τηε στοχκ mαρκετ ρισεσ.

Τυρνοϖερ�ορ νετ τρανσφερ αχτιϖιτψ λεϖελσ�ηασ αλσο βεεν 

βελοω αϖεραγε τηισ ψεαρ, χοmινγ ιν ατ 0.55% ιν τηε σεχονδ 

quarter and 0.45% in the irst. Historical turnover since incep−

τιον ισ 0.65% φορ τηε Ινδεξ.

Αλτηουγη τηε Ινδεξ ροσε σmαρτλψ φορ τηε θυαρτερ�γαινινγ 

1.90%�ταργετ δατε φυνδσ στιλλ mαναγεδ το mαργιναλλψ ουτπαχε 

τηε τψπιχαλ DΧ ινϖεστορ, γαινινγ 2.02%. Σινχε ινχεπτιον, τηε 

DΧ Ινδεξ ηασ τραιλεδ τηε Αγε 45 Ταργετ Dατε Φυνδ βψ 70 βασισ 

ποιντσ αννυαλλψ, αϖεραγινγ α 5.15% αννυαλ ρετυρν.

Money lowed out of DC plans during the quarter to the tune 
of 23 basis points. Historically, inlows (participant and plan 
σπονσορ χοντριβυτιονσ) ηαϖε αχχουντεδ φορ αππροξιmατελψ 

30% οφ τοταλ γροωτη ιν πλαν βαλανχεσ (2.24% αννυαλιζεδ). 

Αλτογετηερ, παρτιχιπαντ βαλανχεσ ηαϖε ινχρεασεδ 7.39% αννυ−

αλλψ σινχε ινχεπτιον οφ τηε Ινδεξ.

Τηε DΧ Ινδεξ�σ αλλοχατιον το ταργετ δατε φυνδσ χοντινυεδ το 

ινχρεασε ιν τηε θυαρτερ, ρεαχηινγ 26.9% οφ τοταλ DΧ ασσετσ. 

Μεανωηιλε, Υ.Σ. λαργε χαπ εθυιτψ δροππεδ το ιτσ λοωεστ αλλοχα−

τιον σινχε τηε φουρτη θυαρτερ οφ 2011.

Target date funds are the ifth most prevalent asset class in 
DΧ πλανσ (89% οφφερ τηεm), ανδ ωηεν οφφερεδ αττραχτ τηε λιον�σ 

σηαρε οφ ασσετσ, ατ 31% ον αϖεραγε.

DΧ Παρτιχιπαντσ Σεεκ Χοϖερ

DΕΦΙΝΕD ΧΟΝΤΡΙΒΥΤΙΟΝ |  Τοm Σζκωαρλα

Νετ Χαση Φλοω Αναλψσισ (Σεχονδ Θυαρτερ 2016) 

(Τοπ Τωο ανδ Βοττοm Τωο Ασσετ Γατηερερσ)

Ασσετ Χλασσ

Flows as % of
Τοταλ Νετ Φλοωσ

Ταργετ Dατε Φυνδσ 47.68%

Υ.Σ. Φιξεδ 22.94%

Χοmπανψ Στοχκ −22.66%

Υ.Σ. Λαργε Χαπ −39.59%

Τοταλ Τυρνοϖερ∗∗ 0.55%

Source: Callan DC Index

Data provided here is the most recent available at time of  publication.

* DC Index inception date is January 2006.

** Total Index “turnover” measures the percentage of  total invested assets (transfers 

only, excluding contributions and withdrawals) that moved between asset classes. 

Ινϖεστmεντ Περφορmανχε∗

Γροωτη Σουρχεσ∗
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Second Quarter 2016Annualized Since 
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-0.23%

0.25%

5.15%
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2.28%

Year-to-date



Actual vs Target Asset Allocation
As of September 30, 2016

The first chart below shows the Fund’s asset allocation as of September 30, 2016. The second chart shows the Fund’s target
asset allocation as outlined in the investment policy statement.

Actual Asset Allocation

Large Cap Equity
21%

Small Cap Equity
8%

International Equity
20%

Domestic Fixed Income
34%

Diversified Real Assets
9%

Real Estate
6%

Cash & Equivalents
0%

Target Asset Allocation

Large Cap Equity
22%

Small Cap Equity
8%

International Equity
20%

Domestic Fixed Income
35%

Diversified Real Assets
10%

Real Estate
5%

$000s Weight Percent $000s
Asset Class Actual Actual Target Difference Difference
Large Cap Equity         873,301   21.5%   22.0% (0.5%) (22,140)
Small Cap Equity         335,594    8.2%    8.0%    0.2%           9,979
International Equity         817,674   20.1%   20.0%    0.1%           3,636
Domestic Fixed Income      1,396,414   34.3%   35.0% (0.7%) (28,153)
Diversified Real Assets         383,439    9.4%   10.0% (0.6%) (23,580)
Real Estate         246,518    6.1%    5.0%    1.1%          43,008
Cash & Equivalents          17,249    0.4%    0.0%    0.4%          17,249
Total       4,070,190  100.0%  100.0%

* Current Quarter Target = 35.0% BB Barclays Aggregate Idx, 22.0% Russell 1000 Index, 20.0% MSCI EAFE, 10.0% NDSIB Legacy DRA Weighted Benchmark,

8.0% Russell 2000 Index and 5.0% NCREIF Total Index.
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Quarterly Total Fund Relative Attribution - September 30, 2016

The following analysis approaches Total Fund Attribution from the perspective of relative return. Relative return attribution
separates and quantifies the sources of total fund excess return relative to its target. This excess return is separated into two
relative attribution effects: Asset Allocation Effect and Manager Selection Effect. The Asset Allocation Effect represents the
excess return due to the actual total fund asset allocation differing from the target asset allocation. Manager Selection Effect
represents the total fund impact of the individual managers excess returns relative to their benchmarks.

Asset Class Under or Overweighting

(1%) 0% 1% 2%

Large Cap Equity (0.40 )

Small Cap Equity 0.18

Domestic Fixed Income (0.22 )

Real Estate 1.21

International Equity (0.65 )

Diversified Real Assets (0.39 )

Cash & Equivalents 0.27

Large Cap Equity

Small Cap Equity

Domestic Fixed Income

Real Estate

International Equity

Diversified Real Assets

Cash & Equivalents

Total

Actual vs Target Returns

0% 2% 4% 6% 8% 10% 12%

4.08
4.03

9.01
9.05

1.79
0.46

0.81
1.77

9.27
6.29

2.50
2.42

0.05
0.05

4.28
3.35

Actual Target

Relative Attribution by Asset Class

(0.4%) (0.2%) 0.0% 0.2% 0.4% 0.6% 0.8% 1.0% 1.2%

Manager Effect Asset Allocation Total

Relative Attribution Effects for Quarter ended September 30, 2016

Effective Effective Total
Actual Target Actual Target Manager Asset Relative

Asset Class Weight Weight Return Return Effect Allocation Return
Large Cap Equity 22% 22% 4.08% 4.03% 0.01% (0.00%) 0.01%
Small Cap Equity 8% 8% 9.01% 9.05% (0.00%) 0.01% 0.01%
Domestic Fixed Income 35% 35% 1.79% 0.46% 0.47% 0.00% 0.47%
Real Estate 6% 5% 0.81% 1.77% (0.06%) (0.02%) (0.08%)
International Equity 19% 20% 9.27% 6.29% 0.56% (0.03%) 0.53%
Diversified Real Assets 10% 10% 2.50% 2.42% 0.01% 0.00% 0.01%
Cash & Equivalents 0% 0% 0.05% 0.05% 0.00% (0.01%) (0.01%)

Total = + +4.28% 3.35% 0.99% (0.05%) 0.94%

* Current Quarter Target = 35.0% BB Barclays Aggregate Idx, 22.0% Russell 1000 Index, 20.0% MSCI World ex US, 10.0% NDSIB Legacy DRA Weighted

Benchmark, 8.0% Russell 2000 Index and 5.0% NCREIF Total Index.
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Cumulative Total Fund Relative Attribution - September 30, 2016

The charts below accumulate the Total Fund Attribution Analysis (shown earlier) over multiple periods to examine the
cumulative sources of excess total fund performance relative to target. These cumulative results quantify the longer-term
sources of total fund excess return relative to target by asset class. These relative attribution effects separate the cumulative
sources of total fund excess return into Asset Allocation Effect and Manager Selection Effect.

One Year Relative Attribution Effects

(1.0%) (0.5%) 0.0% 0.5% 1.0% 1.5% 2.0% 2.5%

Large Cap Equity

Small Cap Equity

Domestic Fixed Income

Real Estate

International Equity

Diversified Real Assets

Cash & Equivalents

Total

Manager Effect Asset Allocation Total

Cumulative Relative Attribution Effects

(0.5%)

0.0%

0.5%

1.0%

1.5%

2.0%

2.5%

2015 2016

Manager Effect

Asset Allocation

Total

One Year Relative Attribution Effects

Effective Effective Total
Actual Target Actual Target Manager Asset Relative

Asset Class Weight Weight Return Return Effect Allocation Return
Large Cap Equity 22% 22% 14.03% 14.93% (0.19%) (0.04%) (0.23%)
Small Cap Equity 8% 8% 17.50% 15.47% 0.14% 0.01% 0.15%
Domestic Fixed Income 35% 35% 7.98% 5.19% 0.97% (0.07%) 0.90%
Real Estate 6% 5% 9.69% 9.22% 0.02% (0.02%) 0.00%
International Equity 19% 20% 10.28% 6.38% 0.77% (0.05%) 0.72%
Diversified Real Assets 10% 10% 6.68% 5.60% 0.11% (0.01%) 0.10%
Cash & Equivalents 0% 0% 0.17% 0.17% 0.00% (0.02%) (0.02%)

Total = + +10.45% 8.84% 1.82% (0.21%) 1.61%

* Current Quarter Target = 35.0% BB Barclays Aggregate Idx, 22.0% Russell 1000 Index, 20.0% MSCI World ex US, 10.0% NDSIB Legacy DRA Weighted

Benchmark, 8.0% Russell 2000 Index and 5.0% NCREIF Total Index.
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Cumulative Total Fund Relative Attribution - September 30, 2016

The charts below accumulate the Total Fund Attribution Analysis (shown earlier) over multiple periods to examine the
cumulative sources of excess total fund performance relative to target. These cumulative results quantify the longer-term
sources of total fund excess return relative to target by asset class. These relative attribution effects separate the cumulative
sources of total fund excess return into Asset Allocation Effect and Manager Selection Effect.

Three Year Annualized Relative Attribution Effects

(0.5%) 0.0% 0.5% 1.0% 1.5% 2.0%

Large Cap Equity

Small Cap Equity

Domestic Fixed Income

Real Estate

International Equity

Diversified Real Assets

Short Term Fixed Income

Cash & Equivalents

Total

Manager Effect Asset Allocation Total

Cumulative Relative Attribution Effects

(2%)

(1%)

0%

1%

2%

3%

4%

5%

2013 2014 2015 2016

Manager Effect

Asset Allocation

Total

Three Year Annualized Relative Attribution Effects

Effective Effective Total
Actual Target Actual Target Manager Asset Relative

Asset Class Weight Weight Return Return Effect Allocation Return
Large Cap Equity 19% 19% 11.58% 10.78% 0.11% (0.08%) 0.04%
Small Cap Equity 7% 7% 8.09% 6.71% 0.08% (0.05%) 0.03%
Domestic Fixed Income 30% 30% 5.83% 4.22% 0.43% (0.01%) 0.42%
Real Estate 5% 4% 12.29% 11.31% 0.02% 0.02% 0.04%
International Equity 17% 18% 2.18% 0.43% 0.31% (0.05%) 0.27%
Diversified Real Assets 7% 7% - - 0.10% (0.00%) 0.10%
Short Term Fixed Income15% 15% - - 0.20% 0.00% 0.20%
Cash & Equivalents 1% 0% 0.06% 0.06% 0.00% (0.05%) (0.05%)

Total = + +4.97% 3.92% 1.27% (0.22%) 1.06%

* Current Quarter Target = 35.0% BB Barclays Aggregate Idx, 22.0% Russell 1000 Index, 20.0% MSCI World ex US, 10.0% NDSIB Legacy DRA Weighted

Benchmark, 8.0% Russell 2000 Index and 5.0% NCREIF Total Index.
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Cumulative Total Fund Relative Attribution - September 30, 2016

The charts below accumulate the Total Fund Attribution Analysis (shown earlier) over multiple periods to examine the
cumulative sources of excess total fund performance relative to target. These cumulative results quantify the longer-term
sources of total fund excess return relative to target by asset class. These relative attribution effects separate the cumulative
sources of total fund excess return into Asset Allocation Effect and Manager Selection Effect.

Five Year Annualized Relative Attribution Effects

(0.5%) 0.0% 0.5% 1.0% 1.5%

Large Cap Equity

Small Cap Equity

Domestic Fixed Income

Real Estate

International Equity

Diversified Real Assets

Short Term Fixed Income

Cash & Equivalents

Total

Manager Effect Asset Allocation Total

Cumulative Relative Attribution Effects

(2%)

(1%)

0%

1%

2%

3%

4%

5%

6%

7%

8%

2011 2012 2013 2014 2015 2016

Manager Effect

Asset Allocation

Total

Five Year Annualized Relative Attribution Effects

Effective Effective Total
Actual Target Actual Target Manager Asset Relative

Asset Class Weight Weight Return Return Effect Allocation Return
Large Cap Equity 12% 12% - - 0.07% (0.05%) 0.02%
Small Cap Equity 4% 4% - - 0.05% (0.03%) 0.02%
Domestic Fixed Income 18% 18% - - 0.26% (0.01%) 0.25%
Real Estate 3% 3% - - 0.01% 0.01% 0.02%
International Equity 10% 11% - - 0.19% (0.03%) 0.16%
Diversified Real Assets 4% 4% - - 0.06% (0.00%) 0.06%
Short Term Fixed Income45% 46% - - 0.52% 0.00% 0.53%
Cash & Equivalents 4% 3% 0.11% 0.11% 0.01% (0.03%) (0.02%)

Total = + +3.65% 2.62% 1.17% (0.13%) 1.04%

* Current Quarter Target = 35.0% BB Barclays Aggregate Idx, 22.0% Russell 1000 Index, 20.0% MSCI World ex US, 10.0% NDSIB Legacy DRA Weighted

Benchmark, 8.0% Russell 2000 Index and 5.0% NCREIF Total Index.
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Actual vs Target Historical Asset Allocation

The Historical asset allocation for a fund is by far the largest factor explaining its performance. The charts below show the
fund’s historical actual asset allocation, and the fund’s historical target asset allocation.

Actual Historical Asset Allocation
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* Current Quarter Target = 35.0% BB Barclays Aggregate Idx, 22.0% Russell 1000 Index, 20.0% MSCI World ex US, 10.0% NDSIB Legacy DRA Weighted

Benchmark, 8.0% Russell 2000 Index and 5.0% NCREIF Total Index.
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Asset Class Rankings

The charts below show the rankings of each asset class component of the Total Fund relative to appropriate comparative
databases. In the upper right corner of each graph is the weighted average of the rankings across the different asset classes.
The weights of the fund’s actual asset allocation are used to make this calculation. The weighted average ranking can be
viewed as a measure of the fund’s overall success in picking managers and structuring asset classes.

Total Asset Class Performance
One Year Ended September 30, 2016
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Asset Class Composite 14.03 17.50 10.28 7.98 6.68 9.69 0.17
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Total Asset Class Performance
Three Years Ended September 30, 2016
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* Current Quarter Target = 35.0% BB Barclays Aggregate Idx, 22.0% Russell 1000 Index, 20.0% MSCI World ex US, 10.0% NDSIB Legacy DRA Weighted

Benchmark, 8.0% Russell 2000 Index and 5.0% NCREIF Total Index.
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Asset Class Allocation

The table below contrasts the distribution of assets across the Fund’s investment managers as of September 30, 2016, with
the distribution as of June 30, 2016. The change in asset distribution is broken down into the dollar change due to Net New
Investment and the dollar change due to Investment Return.

Asset Class Allocation

September 30, 2016 June 30, 2016

Market Value Weight Net New Inv. Inv. Return Market Value Weight
Domestic Equity $1,208,895,445 29.70% $10,238,682 $61,598,907 $1,137,057,855 29.85%

Large Cap Equity $873,301,271 21.46% $11,219,325 $33,784,904 $828,297,043 21.74%
L.A. Capital Enhanced 175,125,746 4.30% 1,941,765 5,430,925 167,753,055 4.40%
L.A. Capital Large Cap Growth 262,427,293 6.45% 2,870,949 8,808,028 250,748,315 6.58%
Parametric Clifton Large Cap 174,507,357 4.29% 1,587,972 6,545,960 166,373,425 4.37%
LSV Large Cap Value 261,240,875 6.42% 4,818,638 12,999,990 243,422,247 6.39%

Small Cap Equity $335,594,173 8.25% $(980,643) $27,814,004 $308,760,812 8.11%
Parametric Clifton SmallCap 182,399,262 4.48% (887,562) 15,813,968 167,472,856 4.40%
PIMCO RAE 153,194,911 3.76% (93,081) 12,000,036 141,287,957 3.71%

International Equity $817,674,256 20.09% $47,431,034 $66,949,380 $703,293,842 18.46%
Capital Group 0 0.00% (181,352) (25,196) 206,548 0.01%
DFA Intl SmallCap Value 80,376,607 1.97% 2,000,000 7,505,255 70,871,353 1.86%
LSV Intl Value 328,398,806 8.07% (296,145) 26,141,308 302,553,643 7.94%
Vanguard Intl Explorer Fund 80,264,153 1.97% 4,000,000 5,944,618 70,319,535 1.85%
William Blair 328,634,690 8.07% 41,908,530 27,383,396 259,342,764 6.81%

Domestic Fixed Income $1,396,413,804 34.31% $31,519,516 $24,029,691 $1,340,864,597 35.20%
Declaration Total Return 105,305,428 2.59% (36,890) 2,223,351 103,118,967 2.71%
Prudential 158,090,200 3.88% 9,901,622 2,607,746 145,580,832 3.82%
SSgA US Govt Credit Bd Idx 194,004,154 4.77% 4,984,134 734,715 188,285,306 4.94%
Wells Capital 436,246,947 10.72% 6,811,505 9,790,481 419,644,961 11.02%
Western Asset Management 437,738,640 10.75% 9,859,145 6,999,863 420,879,632 11.05%

Pooled Fixed Income(1) 65,028,436 1.60% 0 1,673,536 63,354,900 1.66%

Diversified Real Assets $383,438,948 9.42% $(337,303) $9,358,863 $374,417,388 9.83%
Western TIPS 293,877,868 7.22% (93,674) 9,444,479 284,527,063 7.47%
JP Morgan Infrastructure 80,265,969 1.97% (2) 0 80,265,971 2.11%
Grosvenor Cust. Infrastructure 9,295,111 0.23% (243,628) (85,616) 9,624,354 0.25%

Real Estate $246,517,721 6.06% $(103,509) $1,973,979 $244,647,251 6.42%
Invesco Core Real Estate 119,329,030 2.93% (103,302) 1,973,979 117,458,354 3.08%
JP Morgan RE Inc & Growth 127,188,691 3.12% (206) () 127,188,897 3.34%

Cash & Equivalents $17,249,351 0.42% $8,041,144 $5,832 $9,202,374 0.24%

Securities Lending Income $0 0.00% $(178,272) $178,272 - -

Total Fund $4,070,189,524 100.0% $96,611,292 $164,094,925 $3,809,483,307 100.0%

(1) Comprised of PIMCO DiSCO II and PIMCO Bravo II.
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Investment Manager Returns

The table below details the rates of return for the Fund’s investment managers over various time periods ended September
30, 2016. Negative returns are shown in red, positive returns in black. Returns for one year or greater are annualized. The
first set of returns for each asset class represents the composite returns for all the fund’s accounts for that asset class.

Returns for Periods Ended September 30, 2016

Last Last
Last Last  3  5

Quarter Year Years Years

Domestic Equity
Gross 5.42% 15.04% 10.68% -

Net 5.26% 14.74% 10.43% -

Large Cap Equity
Gross 4.08% 14.03% 11.58% -

Net 3.98% 13.78% 11.37% -

   Russell 1000 Index 4.03% 14.93% 10.78% 16.41%

L.A. Capital Enhanced - Gross 3.24% 15.32% 11.70% -

L.A. Capital Enhanced - Net 3.20% 15.16% 11.55% -

   Russell 1000 Index 4.03% 14.93% 10.78% 16.41%

L.A. Capital LargeCap Growth - Gross 3.52% 14.15% 12.91% -

L.A. Capital LargeCap Growth - Net 3.46% 13.92% 12.70% -

   Russell 1000 Growth Index 4.58% 13.76% 11.83% 16.60%

Parametric Clifton Large Cap - Gross 3.93% 16.12% 11.77% -

Parametric Clifton Large Cap - Net 3.69% 15.85% 11.64% -

   S&P 500 Index 3.85% 15.43% 11.16% 16.37%

LSV Large Cap Value - Gross 5.33% 11.58% 10.04% -

LSV Large Cap Value - Net 5.26% 11.25% 9.74% -

   Russell 1000 Value Index 3.48% 16.20% 9.70% 16.15%

Small Cap Equity
Gross 9.01% 17.50% 8.09% -

Net 8.69% 17.06% 7.71% -

   Russell 2000 Index 9.05% 15.47% 6.71% 15.82%

Parametric Clifton Small Cap - Gross 9.45% 17.23% 8.27% -

Parametric Clifton Small Cap - Net 8.91% 16.65% 7.85% -

   Russell 2000 Index 9.05% 15.47% 6.71% 15.82%

PIMCO RAE - Gross 8.49% 17.88% 7.57% -

PIMCO RAE - Net 8.43% 17.57% 7.26% -

   Russell 2000 Index 9.05% 15.47% 6.71% 15.82%

International Equity
Gross 9.27% 10.28% 2.18% -

Net 9.22% 9.98% 1.88% -

   Benchmark(1) 6.29% 6.38% 0.43% 7.36%

DFA Intl Small Cap Value 10.54% 10.46% 4.19% -

   World  ex US SC Va 8.77% 12.08% 2.80% 9.48%

LSV Intl Value - Gross 8.64% 7.95% 1.75% -

LSV Intl Value - Net 8.54% 7.55% 1.36% -

   MSCI EAFE Index 6.43% 6.52% 0.48% 7.39%

Vanguard Intl Explorer Fund 8.43% 7.95% 5.20% -

   BMI, EPAC, <$2 B 7.90% 13.76% 5.21% 10.18%

William Blair - Gross 9.82% - - -

William Blair - Net 9.78% - - -

   MSCI ACWI ex US 6.91% 9.26% 0.18% 6.04%

(1) MSCI EAFE through 6/30/2016 and MSCI World ex-US thereafter.
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Investment Manager Returns

The table below details the rates of return for the Fund’s investment managers over various time periods ended September
30, 2016. Negative returns are shown in red, positive returns in black. Returns for one year or greater are annualized. The
first set of returns for each asset class represents the composite returns for all the fund’s accounts for that asset class.

Returns for Periods Ended September 30, 2016

Last Last
Last Last  3  5

Quarter Year Years Years
Domestic Fixed Income

Gross 1.79% 7.98% 5.83% -
Net 1.76% 7.84% 5.69% -
   BB Barclays Aggregate Index 0.46% 5.19% 4.03% 3.08%

Declaration Total Return - Net 2.16% 3.88% - -
   Libor-3 Month 0.19% 0.61% 0.37% 0.38%

Prudential - Gross 1.79% 8.74% - -
Prudential - Net 1.72% 8.45% - -
   BB Barclays Aggregate Index 0.46% 5.19% 4.03% 3.08%

Wells Capital - Gross 2.33% 10.17% - -
Wells Capital - Net 2.29% 9.98% - -
   BB Barclays Baa Credit 3% In 1.95% 9.82% 5.80% 5.52%

Western Asset - Gross 1.66% 7.62% - -
Western Asset - Net 1.62% 7.48% - -
   BB Barclays Aggregate Index 0.46% 5.19% 4.03% 3.08%

SSgA US Govt Credit Bd Idx - Gross 0.39% 5.86% - -
SSgA US Govt Credit Bd Idx - Net 0.39% 5.83% - -
   BB Barclays Govt/Credit Bd 0.40% 5.86% 4.22% 3.24%

Pooled Fixed Income - Net(1) 2.64% 7.81% - -
   BB Barclays Aggregate Index 0.46% 5.19% 4.03% 3.08%

Diversified Real Assets
Gross 2.50% 6.68% - -
Net 2.47% 6.35% - -
   Weighted Benchmark 2.42% 5.60% - -

Western Asset TIPS - Gross 3.32% 7.61% - -
Western Asset TIPS - Net 3.29% 7.47% - -
   BB Barclays Glbl Inftn-Lnked 3.15% 7.14% 2.52% 2.94%

JP Morgan Infrastructure - Gross 0.00% 2.78% - -
JP Morgan Infrastructure - Net 0.00% 1.83% - -
   CPI-W 0.09% 1.22% 0.71% 1.03%

Grosvenor Cust. Infrastructure - Net (0.89%) 8.34% - -
   CPI-W 0.09% 1.22% 0.71% 1.03%

Real Estate
Gross 0.81% 9.69% 12.29% -
Net 0.76% 8.95% 11.50% -
   NCREIF Total Index 1.77% 9.22% 11.31% 11.18%

Invesco Core Real Estate - Gross 1.68% 9.57% 12.51% -
Invesco Core Real Estate - Net 1.59% 9.20% 12.11% -
   NCREIF Total Index 1.77% 9.22% 11.31% 11.18%

JP Morgan RE Inc & Growth - Gross 0.00% 10.04% 12.16% -
JP Morgan RE Inc & Growth - Net 0.00% 8.85% 11.03% -
   NCREIF Total Index 1.77% 9.22% 11.31% 11.18%

Cash & Equivalents - Net 0.05% 0.17% 0.06% 0.11%
   90 Day Treasury Bills 0.10% 0.27% 0.11% 0.10%

Total Fund
Gross 4.28% 10.46% 4.97% 3.66%
Net 4.21% 10.18% 4.74% 3.49%
   Target* 3.35% 8.84% 3.92% 2.62%

* Current Quarter Target = 35.0% BB Barclays Aggregate Idx, 22.0% Russell 1000 Index, 20.0% MSCI World ex US,
10.0% NDSIB Legacy DRA Weighted Benchmark, 8.0% Russell 2000 Index and 5.0% NCREIF Total Index.
(1) Comprised of PIMCO DiSCO II and PIMCO Bravo II.
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Parametric Clifton Large Cap
Period Ended September 30, 2016

Investment Philosophy
Parametric Clifton utilizes equity futures to gain benchmark exposure in constructing the portfolio it believes provides the
greatest likelihood of outperforming the index.  In this construction the underlying cash portfolio is invested in a liquid, high
quality short duration fixed income portfolio.  Over market cycles excess return generated by the short duration portfolio,
when added to the performance of futures is expected to allow the strategy to achieve 0.50% to 1.00% of gross excess
annual performance.

Quarterly Summary and Highlights
Parametric Clifton Large Cap’s portfolio posted a 3.93%
return for the quarter placing it in the 65 percentile of the CAI
Large Capitalization group for the quarter and in the 11
percentile for the last year.

Parametric Clifton Large Cap’s portfolio outperformed the
S&P 500 Index by 0.08% for the quarter and outperformed
the S&P 500 Index for the year by 0.69%.

Quarterly Asset Growth

Beginning Market Value $166,373,425

Net New Investment $1,587,972

Investment Gains/(Losses) $6,545,960

Ending Market Value $174,507,357

Performance vs CAI Large Capitalization (Gross)
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25th Percentile 5.60 14.45 7.47 11.26

Median 4.51 12.15 6.12 10.05
75th Percentile 3.41 10.59 4.50 8.95
90th Percentile 2.05 8.32 2.99 7.95

Parametric
Clifton Large Cap 3.93 16.12 7.81 11.77

S&P 500 Index 3.85 15.43 7.11 11.16

Relative Return vs S&P 500 Index
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L.A. Capital
Period Ended September 30, 2016

Investment Philosophy
The LA Capital Structured portfolio is a large growth portfolio benchmarked to the Russell 1000 Growth Index.  It is an
active assignment meaning that it targets a 2% alpha and constrains its risk budget (tracking error) to 4% relative to the
benchmark.  LA Capital believes that investment results are driven by Investor Preferences and thus recognize that when
preferences shift a different posture related to that factor is warranted.

Quarterly Summary and Highlights
L.A. Capital Large Cap Growth’s portfolio posted a 3.52%
return for the quarter placing it in the 81 percentile of the CAI
Large Cap Growth group for the quarter and in the 13
percentile for the last year.

L.A. Capital Large Cap Growth’s portfolio underperformed
the Russell 1000 Growth Index by 1.06% for the quarter and
outperformed the Russell 1000 Growth Index for the year by
0.39%.

Quarterly Asset Growth

Beginning Market Value $250,748,315

Net New Investment $2,870,949

Investment Gains/(Losses) $8,808,028

Ending Market Value $262,427,293

Performance vs CAI Large Cap Growth (Gross)
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10th Percentile 8.20 14.91 9.86 13.26
25th Percentile 6.29 13.04 8.75 12.57

Median 5.28 11.27 7.36 10.85
75th Percentile 4.18 9.82 6.17 9.73
90th Percentile 2.45 7.60 4.67 8.91

L.A. Capital
Large Cap Growth 3.52 14.15 9.75 12.91

Russell 1000
Growth Index 4.58 13.76 8.34 11.83

Relative Return vs Russell 1000 Growth Index
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L.A. Capital Enhanced
Period Ended September 30, 2016

Investment Philosophy
The LA Capital Enhanced portfolio is a large core portfolio benchmarked to the Russell 1000 Index.  Characterized as an
enhanced index assignment, its objective is to track the benchmark with lower variability.  The pension portfolio began in
August of 2000 and the insurance portfolio was initiated in April of 2004.  Since October of 2006 a small portion of each of
the two core accounts was allocated into the Large Cap Alpha Fund with intent to add incremental alpha to the assignment
given that the information ratio was expected to be higher.

Quarterly Summary and Highlights
L.A. Capital Enhanced’s portfolio posted a 3.24% return for
the quarter placing it in the 76 percentile of the CAI Large
Cap Core group for the quarter and in the 18 percentile for
the last year.

L.A. Capital Enhanced’s portfolio underperformed the
Russell 1000 Index by 0.79% for the quarter and
outperformed the Russell 1000 Index for the year by 0.39%.

Quarterly Asset Growth

Beginning Market Value $167,753,055

Net New Investment $1,941,765

Investment Gains/(Losses) $5,430,925

Ending Market Value $175,125,746

Performance vs CAI Large Cap Core (Gross)
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10th Percentile 6.62 16.88 8.50 11.97
25th Percentile 5.50 14.82 7.30 11.33

Median 4.55 12.77 6.06 10.64
75th Percentile 3.30 10.67 4.80 9.43
90th Percentile 1.87 9.21 3.26 8.38

L.A. Capital
Enhanced 3.24 15.32 8.35 11.70

Russell 1000 Index 4.03 14.93 6.88 10.78

Relative Return vs Russell 1000 Index
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LSV Asset Management
Period Ended September 30, 2016

Investment Philosophy
The objective of LSV Asset Management’s Large Cap Value Equity (U.S.) strategy is to outperform the Russell 1000 Value
by at least 200 basis points (gross of fees) per annum over a 3-5 year period with a tracking error of approximately 4%.
Their stock selection process is a quantitative approach that ranks a broad universe of stocks on a combination of value
and momentum factors and seeks to invest approximately 100 stocks in the most attractive securities possible within strict
risk parameters to control the portfolio’s tracking error relative to the benchmark.  The resulting portfolio is broadly
diversified across industry groups and fully invested.

Quarterly Summary and Highlights
LSV Large Cap Value’s portfolio posted a 5.33% return for
the quarter placing it in the 17 percentile of the CAI Large
Cap Value group for the quarter and in the 68 percentile for
the last year.

LSV Large Cap Value’s portfolio outperformed the Russell
1000 Value Index by 1.85% for the quarter and
underperformed the Russell 1000 Value Index for the year
by 4.62%.

Quarterly Asset Growth

Beginning Market Value $243,422,247

Net New Investment $4,818,638

Investment Gains/(Losses) $12,999,990

Ending Market Value $261,240,875

Performance vs CAI Large Cap Value (Gross)
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10th Percentile 5.87 17.73 6.72 10.91
25th Percentile 4.81 15.12 5.75 9.91

Median 3.78 13.71 4.51 8.99
75th Percentile 3.20 10.83 3.32 8.10
90th Percentile 2.03 9.91 1.90 7.08

LSV Large
Cap Value 5.33 11.58 4.97 10.04

Russell 1000
Value Index 3.48 16.20 5.38 9.70

Relative Return vs Russell 1000 Value Index
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Parametric Clifton Small Cap
Period Ended September 30, 2016

Investment Philosophy
Parametric Clifton utilizes equity futures to gain benchmark exposure in constructing the portfolio it believes provides the
greatest likelihood of outperforming the index.  In this construction the underlying cash portfolio is invested in a liquid, high
quality short duration fixed income portfolio.  Over market cycles excess return generated by the short duration portfolio,
when added to the performance of futures is expected to allow the strategy to achieve 0.50% to 1.00% of gross excess
annual performance.

Quarterly Summary and Highlights
Parametric Clifton Small Cap’s portfolio posted a 9.45%
return for the quarter placing it in the 19 percentile of the CAI
Small Capitalization group for the quarter and in the 22
percentile for the last year.

Parametric Clifton Small Cap’s portfolio outperformed the
Russell 2000 Index by 0.41% for the quarter and
outperformed the Russell 2000 Index for the year by 1.76%.

Quarterly Asset Growth

Beginning Market Value $167,472,856

Net New Investment $-887,562

Investment Gains/(Losses) $15,813,968

Ending Market Value $182,399,262

Performance vs CAI Small Capitalization (Gross)
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10th Percentile 10.78 19.80 12.05 10.79
25th Percentile 9.04 16.74 10.38 9.12

Median 7.69 13.49 8.38 7.28
75th Percentile 6.44 8.78 5.47 5.16
90th Percentile 5.41 5.40 2.59 2.37

Parametric
Clifton Small Cap 9.45 17.23 9.95 8.27

Russell 2000 Index 9.05 15.47 8.12 6.71

Relative Return vs Russell 2000 Index
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PIMCO RAE
Period Ended September 30, 2016

Investment Philosophy
Small company value equity portfolio utilizing the index strategy and philosophy described as the Enhanced RAFI    US
Small strategy which relies on portfolio weights derived from firm fundamentals (free cash flow, book equity value, total
sales and gross dividend), instead of market capitalization.  Additionally, the enhanced portfolio strategy uses a quality of
earnings screening and a financial distress screening to augment portfolio returns and reduce portfolio volatility.

Quarterly Summary and Highlights
PIMCO RAE’s portfolio posted a 8.49% return for the quarter
placing it in the 33 percentile of the CAI Small Capitalization
group for the quarter and in the 18 percentile for the last
year.

PIMCO RAE’s portfolio underperformed the Russell 2000
Index by 0.55% for the quarter and outperformed the Russell
2000 Index for the year by 2.41%.

Quarterly Asset Growth

Beginning Market Value $141,287,957

Net New Investment $-93,081

Investment Gains/(Losses) $12,000,036

Ending Market Value $153,194,911

Performance vs CAI Small Capitalization (Gross)
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25th Percentile 9.04 16.74 10.38 9.12

Median 7.69 13.49 8.38 7.28
75th Percentile 6.44 8.78 5.47 5.16
90th Percentile 5.41 5.40 2.59 2.37

PIMCO RAE 8.49 17.88 8.72 7.57

Russell 2000 Index 9.05 15.47 8.12 6.71

Relative Return vs Russell 2000 Index
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DFA Intl Small Cap Value
Period Ended September 30, 2016

Investment Philosophy
The International Small Cap Value Portfolio invests in the stocks of small, non-US developed markets companies that
Dimensional believes to be value stocks at the time of purchase.  Specifically, it looks at companies that fall within the
smallest 8-10% of each country’s market capitalization, and who’s shares have a high book value in relation to their market
value (BtM).  It does not invest in emerging markets.

Quarterly Summary and Highlights
DFA Intl Small Cap Value’s portfolio posted a 10.54% return
for the quarter placing it in the 4 percentile of the Lipper
International Small Cap Funds group for the quarter and in
the 37 percentile for the last year.

DFA Intl Small Cap Value’s portfolio outperformed the World
ex US SC Value by 1.77% for the quarter and
underperformed the World ex US SC Value for the year by
1.62%.

Quarterly Asset Growth

Beginning Market Value $70,871,353

Net New Investment $2,000,000

Investment Gains/(Losses) $7,505,255

Ending Market Value $80,376,607

Performance vs Lipper International Small Cap Funds (Net)
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10th Percentile 9.20 15.27 7.42 6.19
25th Percentile 8.65 11.50 5.26 4.73

Median 7.33 9.02 3.09 3.63
75th Percentile 6.26 6.37 1.10 1.65
90th Percentile 5.31 4.32 (0.37) (0.14)

DFA Intl
Small Cap Value 10.54 10.46 2.98 4.19

World ex
US SC Value 8.77 12.08 2.32 2.80

Relative Return vs World ex US SC Value
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LSV Intl Value
Period Ended September 30, 2016

Investment Philosophy
The objective of LSV Asset Management’s International Large Cap Value strategy is to outperform the MSCI EAFE Index
by at least 250 basis points (gross of fees) per annum over an annualized 3-5 year period with a tracking error of
approximately 5-6%.  Their stock selection process is a quantitative approach that ranks a broad universe of stocks on a
combination of value and momentum factors and seeks to invest approximately 150 stocks in the most attractive securities
possible within strict risk parameters to control the portfolio’s tracking error relative to the benchmark.  The resulting
portfolio is broadly diversified across industry groups and fully invested.  LSV weights countries at a neutral weight relative
to the benchmark country weights.  50% of the portfolio is US dollar hedged.

Quarterly Summary and Highlights
LSV Intl Value’s portfolio posted a 8.64% return for the
quarter placing it in the 15 percentile of the CAI Non-U.S.
Equity Style group for the quarter and in the 50 percentile for
the last year.

LSV Intl Value’s portfolio outperformed the MSCI EAFE by
2.21% for the quarter and outperformed the MSCI EAFE for
the year by 1.43%.

Quarterly Asset Growth

Beginning Market Value $302,553,643

Net New Investment $-296,145

Investment Gains/(Losses) $26,141,308

Ending Market Value $328,398,806

Performance vs CAI Non-U.S. Equity Style (Gross)
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Median 6.77 7.94 0.34 2.16
75th Percentile 5.77 5.40 (1.19) 0.74
90th Percentile 4.47 3.92 (3.05) (0.39)

LSV Intl Value 8.64 7.95 0.01 1.75

MSCI EAFE 6.43 6.52 (1.36) 0.48

Relative Return vs MSCI EAFE
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Vanguard Intl Explorer Fund
Period Ended September 30, 2016

Investment Philosophy
Vanguard International Explorer Fund invests primarily in the equity securities of small-capitalization companies located
outside the United States that the advisor believes offer the potential for long-term capital appreciation. The advisor
considers, among other things, whether a company is likely to have above-average earnings growth, whether the
company’s securities are attractively valued, and whether the company has any proprietary advantages.

Quarterly Summary and Highlights
Vanguard Intl Explorer Fund’s portfolio posted a 8.43%
return for the quarter placing it in the 30 percentile of the
Lipper International Small Cap Funds group for the quarter
and in the 58 percentile for the last year.

Vanguard Intl Explorer Fund’s portfolio outperformed the
S&P BMI EPAC <$2 B by 0.53% for the quarter and
underperformed the S&P BMI EPAC <$2 B for the year by
5.81%.

Quarterly Asset Growth

Beginning Market Value $70,319,535

Net New Investment $4,000,000

Investment Gains/(Losses) $5,944,618

Ending Market Value $80,264,153

Performance vs Lipper International Small Cap Funds (Net)
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10th Percentile 9.20 15.27 7.42 6.19
25th Percentile 8.65 11.50 5.26 4.73

Median 7.33 9.02 3.09 3.63
75th Percentile 6.26 6.37 1.10 1.65
90th Percentile 5.31 4.32 (0.37) (0.14)

Vanguard Intl
Explorer Fund 8.43 7.95 3.63 5.20

S&P BMI
EPAC <$2 B 7.90 13.76 5.88 5.21

Relative Return vs S&P BMI EPAC <$2 B
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William Blair
Period Ended September 30, 2016

Investment Philosophy
One of the basic investment tenets of William Blair & Company has been its focus on quality growth companies. They
believe that investing in quality growth companies will generate above average results with generally less risk than the
market. This opportunity exists because they believe the market underestimates the durability and rate of growth in
companies that have the following characteristics: strong management with a unique vision, competitive advantages that
prolong the duration and size of earnings growth, and conservative financing. Internationally, they believe that this
philosophy can be combined with strategic flexibility in managing geographic exposure, capitalization, sector emphasis,
and relative growth and valuation at the portfolio level in order to provide an appropriate degree of adaptability to cyclical
conditions.

Quarterly Summary and Highlights
William Blair’s portfolio posted a 9.82% return for the quarter
placing it in the 12 percentile of the CAI Core+ Growth Int’l
Eq Style group for the quarter.

William Blair’s portfolio outperformed the MSCI ACWI ex US
by 2.91% for the quarter.

Quarterly Asset Growth

Beginning Market Value $259,342,764

Net New Investment $41,908,530

Investment Gains/(Losses) $27,383,396

Ending Market Value $328,634,690

Performance vs CAI Core+ Growth Int’l Eq Style (Gross)
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Declaration Total Return
Period Ended September 30, 2016

Investment Philosophy
The Fund’s portfolio holdings consist primarily of RMBS issued by private sector companies (Non-Agency RMBS) and
government agencies (Agency MBS) and CMBS issued by private sector companies. Agency MBS includes securities
issued by the Federal National Mortgage Association (Fannie Mae), the Federal Home Loan Mortgage Corporation
(Freddie Mac) and the Government National Mortgage Association (Ginnie Mae). Portfolio holdings may range from short
tenure senior classes to stressed issues or subordinated securities with substantial risk of non-payment and
correspondingly higher yields.  Smaller portfolio allocations may include consumer asset-backed securities (ABS), or other
structured credit securities and corporate bonds. As a diversification strategy and a potential hedge to credit risk, the Fund
may invest in securities which tend to benefit from slow mortgage prepayments and economic growth, such as interest only
(IO) MBS.

Quarterly Summary and Highlights
Declaration Total Return’s portfolio posted a 2.16% return
for the quarter placing it in the 1 percentile of the CAI
Intermediate Fixed Income Mut Funds group for the quarter
and in the 45 percentile for the last year.

Declaration Total Return’s portfolio outperformed the Libor-3
Month by 1.96% for the quarter and outperformed the
Libor-3 Month for the year by 3.27%.

Quarterly Asset Growth

Beginning Market Value $103,118,967

Net New Investment $-36,890

Investment Gains/(Losses) $2,223,351

Ending Market Value $105,305,428

Performance vs CAI Intermediate Fixed Income Mut Funds (Net)
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10th Percentile 1.01 6.32 4.40 5.01
25th Percentile 0.87 4.94 3.33 3.82

Median 0.47 3.14 2.40 2.68
75th Percentile 0.13 2.03 2.12 2.03
90th Percentile (0.26) 1.10 1.20 1.28

Declaration
Total Return 2.16 3.88 3.84 4.68

Libor-3 Month 0.19 0.61 0.44 0.38

Relative Return vs Libor-3 Month
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Prudential
Period Ended September 30, 2016

Investment Philosophy
The core plus fixed income account is a multi-sector strategy that is diversified across a broad range of fixed income
sectors, including Treasuries, agencies, mortgage-backed securities, structured product (asset-backed securities,
commercial mortgage-backed securities), investment grade corporate bonds, high yield bonds, bank loans and
international debt.  The primary sources of excess return are sector allocation and security selection, with duration and
yield curve less of a focus.

Quarterly Summary and Highlights
Prudential’s portfolio posted a 1.79% return for the quarter
placing it in the 1 percentile of the CAI Core Bond Fixed
Income group for the quarter and in the 1 percentile for the
last year.

Prudential’s portfolio outperformed the BB Barclays
Aggregate Idx by 1.33% for the quarter and outperformed
the BB Barclays Aggregate Idx for the year by 3.55%.

Quarterly Asset Growth

Beginning Market Value $145,580,832

Net New Investment $9,901,622

Investment Gains/(Losses) $2,607,746

Ending Market Value $158,090,200

Performance vs CAI Core Bond Fixed Income (Gross)
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Median 0.70 5.65 4.37 4.76
75th Percentile 0.52 5.29 4.14 4.59
90th Percentile 0.33 4.96 3.65 4.20

Prudential 1.79 8.74 5.90 5.99

BB Barclays
Aggregate Idx 0.46 5.19 4.06 4.45

Relative Return vs BB Barclays Aggregate Idx
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SSgA US Govt Credit Bd Idx
Period Ended September 30, 2016

Investment Philosophy
The Fund seeks an investment return that approximates as closely as practicable, before expenses, the performance of the
Barclays Capital U.S. Government/Credit Bond Index over the long term.

Quarterly Summary and Highlights
SSgA US Govt Credit Bd Idx’s portfolio posted a 0.39%
return for the quarter placing it in the 82 percentile of the CAI
Government/Credit group for the quarter and in the 93
percentile for the last year.

SSgA US Govt Credit Bd Idx’s portfolio underperformed the
BB Barclays Gov/Credit by 0.01% for the quarter and
underperformed the BB Barclays Gov/Credit for the year by
0.00%.

Quarterly Asset Growth

Beginning Market Value $188,285,306

Net New Investment $4,984,134

Investment Gains/(Losses) $734,715

Ending Market Value $194,004,154

Performance vs CAI Government/Credit (Gross)
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10th Percentile 0.86 7.26 4.98 5.54
25th Percentile 0.64 6.65 4.84 5.19

Median 0.47 6.15 4.70 5.03
75th Percentile 0.43 5.93 4.59 4.88
90th Percentile 0.28 5.87 4.33 4.62

SSgA US Govt
Credit Bd Idx 0.39 5.86 4.30 4.63

BB Barclays
Gov/Credit 0.40 5.86 4.29 4.62

Relative Return vs BB Barclays Gov/Credit
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Wells Capital
Period Ended September 30, 2016

Investment Philosophy
The Medium Quality Credit fixed income strategy is designed to maximize total return from the high-grade corporate bond
market while maintaining a strategic allocation to the BBB portion of the high yield market. The investment process for this
fund starts with a "top-down" strategy.  Security selection is determined by in-depth credit research, holding that in-depth
knowledge of industries, companies, and their management teams can help identify credit trends that can lead to
investment opportunities. Furthermore, a disciplined relative value framework is applied to help determine the optimal
position to invest within an industry and within an individual issuer’s capital structure.

Quarterly Summary and Highlights
Wells Capital’s portfolio posted a 2.33% return for the
quarter placing it in the 1 percentile of the CAI Core Bond
Fixed Income group for the quarter and in the 1 percentile
for the last year.

Wells Capital’s portfolio outperformed the BB Barclays Baa
Cred 3% by 0.38% for the quarter and outperformed the BB
Barclays Baa Cred 3% for the year by 0.35%.

Quarterly Asset Growth

Beginning Market Value $419,644,961

Net New Investment $6,811,505

Investment Gains/(Losses) $9,790,481

Ending Market Value $436,246,947

Performance vs CAI Core Bond Fixed Income (Gross)
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75th Percentile 0.52 5.29 4.14 4.59
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Wells Capital 2.33 10.17 5.32 6.52

BB Barclays
Baa Cred 3% 1.95 9.82 4.54 5.84

Relative Return vs BB Barclays Baa Cred 3%
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Western Asset Management Company
Period Ended September 30, 2016

Investment Philosophy
Western Asset designs this portfolio using all major fixed-income sectors with a bias towards non-Treasuries, especially
corporate, mortgage-backed and asset-backed securities.  Value can be added through sector rotation, issue selection,
duration and term structure weighting.

Quarterly Summary and Highlights
Western Asset’s portfolio posted a 1.66% return for the
quarter placing it in the 1 percentile of the CAI Core Bond
Fixed Income group for the quarter and in the 2 percentile
for the last year.

Western Asset’s portfolio outperformed the BB Barclays
Aggregate Idx by 1.20% for the quarter and outperformed
the BB Barclays Aggregate Idx for the year by 2.43%.

Quarterly Asset Growth

Beginning Market Value $420,879,632

Net New Investment $9,859,145

Investment Gains/(Losses) $6,999,863

Ending Market Value $437,738,640

Performance vs CAI Core Bond Fixed Income (Gross)
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Median 0.70 5.65 4.37 4.76
75th Percentile 0.52 5.29 4.14 4.59
90th Percentile 0.33 4.96 3.65 4.20

Western Asset 1.66 7.62 5.25 5.89

BB Barclays
Aggregate Idx 0.46 5.19 4.06 4.45

Relative Return vs BB Barclays Aggregate Idx
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Western Asset TIPS
Period Ended September 30, 2016

Investment Philosophy
Western Asset’s Global Inflation-Linked composite includes portfolios that employ an active, team-managed investment
approach around a long-term, value-oriented investment philosophy.  Constructed primarily of inflation-indexed securities,
these portfolios use diversified strategies in seeking to add value while minimizing risk.  Value can be added through
country selection, term structure, issue selection, duration management and currency management.

Quarterly Summary and Highlights
Western Asset TIPS’s portfolio outperformed the BB
Barclays Glbl Inftn-Linked by 0.17% for the quarter and
outperformed the BB Barclays Glbl Inftn-Linked for the year
by 0.48%.

Quarterly Asset Growth

Beginning Market Value $284,527,063

Net New Investment $-93,674

Investment Gains/(Losses) $9,444,479

Ending Market Value $293,877,868
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JP Morgan Infrastructure
Period Ended September 30, 2016

Investment Philosophy
The only open-ended private commingled infrastructure fund in the U.S, the JPMorgan Infrastructure Investments Fund
invests in stabilized assets in OECD countries with selected value-added opportunities, across infrastructure industry
sub-sectors, including: toll roads, bridges and tunnels; oil and gas pipelines; electricity transmission and distribution
facilities; contracted power generation assets; water distribution; waste-water collection and processing; railway lines and
rapid rail links; and seaports and airports.

Quarterly Summary and Highlights
JP Morgan Infrastructure’s portfolio underperformed the
CPI-W by 0.09% for the quarter and outperformed the
CPI-W for the year by 1.56%.

Quarterly Asset Growth

Beginning Market Value $80,265,971

Net New Investment $-2

Investment Gains/(Losses) $0

Ending Market Value $80,265,969
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Grosvenor Cust. Infrastructure
Period Ended September 30, 2016

Investment Philosophy
The Customized Infrastructure Strategies LP is a commingled fund focused on providing a comprehensive, diversified
solution for investors looking to access the infrastructure asset class.  The Fund seeks to generate stable, long-term yield
and attractive risk-adjusted returns by investing in a diversified portfolio of primary core and core plus infrastructure funds
(30%), co-investments (40%) and opportunistic secondary fund purchases (30%).

Quarterly Summary and Highlights
Grosvenor Cust. Infrastructure’s portfolio underperformed
the CPI-W by 0.98% for the quarter and outperformed the
CPI-W for the year by 7.12%.

Quarterly Asset Growth

Beginning Market Value $9,624,354

Net New Investment $-243,628

Investment Gains/(Losses) $-85,616

Ending Market Value $9,295,111

(10%)

(5%)

0%

5%

10%

15%

Fiscal YTD

(0.89 )

0.09

Last Year

8.34

1.22

Last 1-1/2 Years

(3.03 )

1.28

R
e

tu
rn

s

Grosvenor Cust. Infrastructure CPI-W

Relative Return vs CPI-W

R
e

la
ti
v
e

 R
e

tu
rn

s

(15%)

(10%)

(5%)

0%

5%

10%

15%

20%

2015 2016

Grosvenor Cust. Infrastructure

Cumulative Returns vs CPI-W

C
u
m

u
la

ti
v
e

 R
e

la
ti
v
e

 R
e

tu
rn

s

(16%)

(14%)

(12%)

(10%)

(8%)

(6%)

(4%)

(2%)

0%

2%

4%

2015 2016

Grosvenor Cust. Infrastructure

 56
North Dakota State Investment Board Legacy Fund



Invesco Core Real Estate
Period Ended September 30, 2016

Investment Philosophy
IRE’s investment philosophy is comprised of two fundamental principles: (1) maximize the predictability and consistency of
investment returns and (2) minimize the risk of capital loss. This philosophy forms the cornerstone of the company’s real
estate investment philosophy.

Quarterly Summary and Highlights
Invesco Core Real Estate’s portfolio posted a 1.59% return
for the quarter placing it in the 51 percentile of the CAI Total
Real Estate Database group for the quarter and in the 53
percentile for the last year.

Invesco Core Real Estate’s portfolio underperformed the
NCREIF Total Index by 0.17% for the quarter and
underperformed the NCREIF Total Index for the year by
0.02%.

Quarterly Asset Growth

Beginning Market Value $117,458,354

Net New Investment $-103,302

Investment Gains/(Losses) $1,973,979

Ending Market Value $119,329,030

Performance vs CAI Total Real Estate Database (Net)
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JP Morgan RE Inc & Growth
Period Ended September 30, 2016

Investment Philosophy
The J.P. Morgan U.S. Real Estate Income and Growth Fund seeks to construct and opportunistically manage a portfolio of
core direct real estate investments, complemented by other real estate and real estate-related assets.  The Fund pursues a
broadly diversified absolute-return strategy and pursues all property investments on an opportunistic basis.  The majority of
the Fund’s investments will be in direct core properties in the office, industrial, retail and residential sectors.

Quarterly Summary and Highlights
JP Morgan RE Inc & Growth’s portfolio posted a 0.00%
return for the quarter placing it in the 92 percentile of the CAI
Total Real Estate Database group for the quarter and in the
57 percentile for the last year.

JP Morgan RE Inc & Growth’s portfolio underperformed the
NCREIF Total Index by 1.77% for the quarter and
underperformed the NCREIF Total Index for the year by
0.37%.

Quarterly Asset Growth

Beginning Market Value $127,188,897

Net New Investment $-206

Investment Gains/(Losses) $0

Ending Market Value $127,188,691

Performance vs CAI Total Real Estate Database (Net)
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JP Morgan RE
Inc & Growth 0.00 8.85 12.19 11.03

NCREIF Total Index 1.77 9.22 11.33 11.31
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Ρεσεαρχη ανδ Εδυχατιοναλ Προγραmσ

Τηε Χαλλαν Ινστιτυτε προϖιδεσ ρεσεαρχη τηατ υπδατεσ χλιεντσ ον τηε λατεστ ινδυστρψ τρενδσ ωηιλε ηελπινγ τηεm λεαρν τηρουγη χαρεφυλλψ στρυχ−

τυρεδ εδυχατιοναλ προγραmσ. ςισιτ ωωω.χαλλαν.χοm/ρεσεαρχη το σεε αλλ οφ ουρ πυβλιχατιονσ, ορ φορ mορε ινφορmατιον χονταχτ Αννα Wεστ ατ 

415.974.5060 / ινστιτυτε≅χαλλαν.χοm. 

Νεω Ρεσεαρχη φροm Χαλλαν�σ Εξπερτσ

Βυιλτ το Λαστ: Στρατεγιχ Γυιδανχε φορ Εφφεχτιϖε Ινϖεστ−

mεντ Χοmmιττεεσ | Χαλλαν οφφερσ ουρ ηιγη−λεϖελ στρατεγιχ 

αδϖιχε φορ ινϖεστmεντ χοmmιττεεσ, τουχηινγ ον mεmβερσηιπ, 

investment policy statements, review processes, and idu−

χιαρψ τραινινγ ανδ ονγοινγ εδυχατιον.

10 Τιπσ Φροm Συχχεσσφυλ Ινϖεστmεντ Χοmmιττεεσ | Χαλ−

λαν Χηαιρmαν ανδ ΧΕΟ Ρον Πεψτον ανδ Χονσυλταντ Βραδψ 

Ο�Χοννελλ, ΧΦΑ, ΧΑΙΑ, οφφερ 10 τιπσ βασεδ ον τηειρ ωορκ ωιτη 

συχχεσσφυλ ινϖεστmεντ χοmmιττεεσ.

Ρισκψ Βυσινεσσ | Χαλλαν ρε−

σεαρχη τηατ φουνδ ινϖεστορσ 

οϖερ τηε λαστ 20 ψεαρσ ηαϖε 

ηαδ το τακε ον τηρεε τιmεσ ασ mυχη ρισκ το εαρν τηε σαmε 

return electriied the institutional investing community. We in−

τερϖιεωεδ ϑαψ Κλοεπφερ ανδ ϑυλια Μοριαρτψ, ΧΦΑ, αβουτ ηοω 

τηε ρεσεαρχη ωασ δονε ανδ ιτσ ιmπλιχατιονσ.

Μαναγινγ DΧ Πλαν Ινϖεστmεντσ: Α Φιδυχιαρψ Ηανδβοοκ 

Lori Lucas, CFA, covers responsibilities for DC plan idu−

χιαριεσ, ινχλυδινγ ινϖεστmεντ στρυχτυρε, ινϖεστmεντ πολιχψ 

στατεmεντσ, ΘDΙΑ οϖερσιγητ, ανδ mαναγερ περφορmανχε.

Ετηιχσ 101 φορ Ινϖεστmεντ Προφεσσιοναλσ | Χαλλαν Χηαιρ−

mαν ανδ ΧΕΟ Ρον Πεψτον ουτλινεσ ηισ τηουγητσ ον ηοω το 

χρεατε, ινστιλλ, ανδ mαινταιν ετηιχαλ στανδαρδσ φορ ινϖεστmεντ 

προφεσσιοναλσ. Ηισ αδϖιχε: τηε ριγητ χυλτυρε χρεατεσ τηε βεστ 

ενϖιρονmεντ το mαινταιν τηεσε στανδαρδσ. Φιρmσ σηουλδ δε−

ϖελοπ ετηιχαλ γυιδελινεσ τηατ αρε βασεδ ον πρινχιπλεσ, νοτ 

ρυλεσ, σινχε τηε φορmερ οφφερ βεττερ γυιδανχε φορ εmπλοψεεσ 

αχροσσ τηε οργανιζατιον.

2016 Νυχλεαρ Dεχοmmισσιονινγ Φυνδινγ Στυδψ | Α ρεπορτ 

βψ ϑυλια Μοριαρτψ, ΧΦΑ, χοϖερσ 

27 ινϖεστορ−οωνεδ ανδ 27 πυβλιχ 

ποωερ υτιλιτιεσ ωιτη αν οωνερσηιπ 

ιντερεστ ιν τηε 99 οπερατινγ νυχλε−

αρ ρεαχτορσ (ανδ 10 οφ τηε νον−οπ−

ερατινγ ρεαχτορσ) ιν τηε Υ.Σ.

Ηοω Γρεεν Ισ Ψουρ Βονδ? | Χαλλαν Αναλψστ Ρυφαση Λαmα 

tackles the area of green bonds, which are ixed income in−

struments issued speciically to support or inance environ−

mενταλ ινιτιατιϖεσ.

Περιοδιχαλσ

Ρεαλ Ασσετσ Ρεπορτερ, Συmmερ/Φαλλ 2016 | This edition ex−

πλορεσ ιφ τηε βοοm ιν χοmmερχιαλ ρεαλ εστατε mαψ βε ενδινγ.

Πριϖατε Μαρκετσ Τρενδσ, Συmmερ 2016 | Αυτηορ Γαρψ Ροβ−

ερτσον δισχυσσεσ τηε ρεχεντ συργε ιν πριϖατε εθυιτψ φυνδραισ−

ινγ, αν ινδιχατιον τηατ σοmε ινϖεστορσ αρε εσταβλισηινγ α δε−

fensive hedge as the ive-year bull market pulls in its horns.

DΧ Οβσερϖερ, 2νδ Θυαρτερ 2016 | Callan’s Deined Contri−
βυτιον Πραχτιχε Τεαm ουτλινεσ α φραmεωορκ το εϖαλυατε DΧ 

transaction fees. We explain how common they are, what 
τηεψ τψπιχαλλψ χοστ, ανδ ηοω τηεψ αρε γενεραλλψ παιδ.

Ηεδγε Φυνδ Μονιτορ, 2νδ Θυαρτερ 2016 | ϑιm ΜχΚεε, δι−

ρεχτορ οφ Χαλλαν�σ Ηεδγε Φυνδ Ρεσεαρχη γρουπ, δισχυσσεσ 

τηε αππεαλ οφ mοmεντυm−βασεδ ινϖεστινγ στρατεγιεσ ιν τηε 

χυρρεντ χλιmατε οφ χονσιδεραβλε εχονοmιχ υνχερταιντψ.

ΧΑΛΛΑΝ  

ΙΝΣΤΙΤΥΤΕ

Εδυχατιον

3ρδ Θυαρτερ 2016

ΧΑΛΛΑΝ 

ΙΝΣΤΙΤΥΤΕ

  
Στυδψ

2016 Νυχλεαρ Dεχοmmισσιονινγ 

Φυνδινγ Στυδψ

ΝDΤ Φυνδ Βαλανχεσ, Αννυαλ Χοντριβυτιονσ,  

ανδ Dεχοmmισσιονινγ Χοστ Εστιmατεσ  

ασ οφ Dεχεmβερ 31, 2015



�Wε τηινκ τηε βεστ ωαψ το λεαρν σοmετηινγ ισ το τεαχη ιτ. 

Εντρυστινγ χλιεντ εδυχατιον το ουρ χονσυλταντσ ανδ σπεχιαλιστσ 

ενσυρεσ τηατ τηεψ ηαϖε α τοταλ χοmmανδ οφ τηειρ συβϕεχτ 

mαττερ. Τηισ ισ ονε ρεασον ωηψ εδυχατιον ανδ ρεσεαρχη ηαϖε 

been cornerstones of our irm for more than 40 years.” 

Ρον Πεψτον, Χηαιρmαν ανδ ΧΕΟ

 

 
Εϖεντσ

Μισσ ουτ ον α Χαλλαν χονφερενχε ορ ωορκσηοπ? Εϖεντ συmmα−

ριεσ ανδ σπεακερσ� πρεσεντατιονσ αρε αϖαιλαβλε ον ουρ ωεβσιτε:  

ηττπσ://ωωω.χαλλαν.χοm/εδυχατιον/ΧΙΙ/ 

Μαρκ ψουρ χαλενδαρσ φορ ουρ φαλλ Ρεγιοναλ Wορκσηοπ, Οχτοβερ 

25 ιν Νεω Ψορκ ανδ Οχτοβερ 26 ιν Χηιχαγο, ανδ ουρ Νατιοναλ 

Χονφερενχε, ϑανυαρψ 23�25, 2017, ατ τηε Παλαχε Ηοτελ ιν Σαν 

Φρανχισχο.

Φορ mορε ινφορmατιον αβουτ εϖεντσ, πλεασε χονταχτ Βαρβ 

Γερρατψ: 415.274.3093 / γερρατψ≅χαλλαν.χοm

Τηε Χεντερ φορ Ινϖεστmεντ Τραινινγ  
Εδυχατιοναλ Σεσσιονσ

Τηε Χεντερ φορ Ινϖεστmεντ Τραινινγ, βεττερ κνοων ασ τηε �Χαλλαν 

College,” provides a foundation of knowledge for industry profes−

σιοναλσ ωηο αρε ινϖολϖεδ ιν τηε ινϖεστmεντ δεχισιον−mακινγ προ−

χεσσ. Ιτ ωασ φουνδεδ ιν 1994 το προϖιδε χλιεντσ ανδ νον−χλιεντσ αλικε 

with basic- to intermediate-level instruction. Our next session is:

Ιντροδυχτιον το Ινϖεστmεντσ

Σαν Φρανχισχο, Απριλ 18−19, 2017

Σαν Φρανχισχο, ϑυλψ 25−26, 2017

Χηιχαγο, Οχτοβερ 24−25, 2017

Τηισ σεσσιον φαmιλιαριζεσ φυνδ σπονσορ τρυστεεσ, σταφφ, ανδ ασσετ 

mαναγεmεντ αδϖισορσ ωιτη βασιχ ινϖεστmεντ τηεορψ, τερmινολογψ, 

ανδ πραχτιχεσ. Ιτ λαστσ ονε−ανδ−α−ηαλφ δαψσ ανδ ισ δεσιγνεδ φορ ιν−

dividuals who have less than two years of experience with asset-
mαναγεmεντ οϖερσιγητ ανδ/ορ συππορτ ρεσπονσιβιλιτιεσ. Τυιτιον φορ 

the Introductory “Callan College” session is $2,350 per person. 
Τυιτιον ινχλυδεσ ινστρυχτιον, αλλ mατεριαλσ, βρεακφαστ ανδ λυνχη ον 

each day, and dinner on the irst evening with the instructors.

Χυστοmιζεδ Σεσσιονσ

The “Callan College” is equipped to customize a curriculum to 
meet the training and educational needs of a speciic organization.
Τηεσε ταιλορεδ σεσσιονσ ρανγε φροm βασιχ το αδϖανχεδ ανδ χαν 

take place anywhere—even at your ofice.

Λεαρν mορε ατ ηττπσ://ωωω.χαλλαν.χοm/εδυχατιον/χολλεγε/ ορ 

χονταχτ Κατηλεεν Χυννιε: 415.274.3029 / χυννιε≅χαλλαν.χοm

Υνιθυε πιεχεσ οφ ρεσεαρχη τηε 

Ινστιτυτε γενερατεσ εαχη ψεαρ50+

Τοταλ αττενδεεσ οφ τηε �Χαλλαν 

College” since 19943,500 Ψεαρ τηε Χαλλαν Ινστιτυτε  

ωασ φουνδεδ1980

Αττενδεεσ (ον αϖεραγε) οφ τηε 

Ινστιτυτε�σ αννυαλ Νατιοναλ Χονφερενχε500

Εδυχατιον: Βψ τηε Νυmβερσ

≅ΧαλλανΑσσοχ  Χαλλαν Ασσοχιατεσ



 

List of Callan’s Investment Manager Clients 

Confidential – For Callan Client Use Only 
 
Callan takes its fiduciary and disclosure responsibilities to clients very seriously. We recognize that there are numerous potential conflicts of interest 
encountered in the investment consulting industry and that it is our responsibility to manage those conflicts effectively and in the best interest of our 
clients.  At Callan, we employ a robust process to identify, manage, monitor and disclose potential conflicts on an on-going basis.   
 
The list below is an important component of our conflicts management and disclosure process.  It identifies those investment managers that pay Callan 
fees for educational, consulting, software, database or reporting products and services.  We update the list quarterly because we believe that our fund 
sponsor clients should know the investment managers that do business with Callan, particularly those investment manager clients that the fund sponsor 
clients may be using or considering using. Please refer to Callan’s ADV Part 2A for a more detailed description of the services and products that Callan 
makes available to investment manager clients through our Institutional Consulting Group, Independent Adviser Group and Fund Sponsor Consulting 
Group.  Due to the complex corporate and organizational ownership structures of many investment management firms, parent and affiliate firm 
relationships are not indicated on our list.  
 
Fund sponsor clients may request a copy of the most currently available list at any time. Fund sponsor clients may also request specific information 
regarding the fees paid to Callan by particular fund manager clients.  Per company policy, information requests regarding fees are handled exclusively 
by Callan’s Compliance Department. 
 

 

Quarterly List as of  

September 30, 2016 

Knowledge. Experience. Integrity.  Page 1 of 2 

Manager Name 
1607 Capital Partners, LLC 
Aberdeen Asset Management PLC 
Acadian Asset Management LLC 
ACR – Alpine Capital Research 
AEGON USA Investment Management 
AEW Capital Management 
Affiliated Managers Group, Inc. 
AllianceBernstein 
Allianz Global Investors  
Allianz Life Insurance Company of North America 
American Century Investment Management 
Amundi Smith Breeden LLC 
Analytic Investors 
Angelo, Gordon & Co. 
Apollo Global Management 
AQR Capital Management 
Ares Management LLC 
Ariel Investments, LLC 
Aristotle Capital Management, LLC 
Artisan Holdings 
ASB Capital Management Inc. 
Ativo Capital Management 
Atlanta Capital Management Co., LLC 
Aviva Investors Americas 
AXA Investment Managers 
Babson Capital Management 
Baillie Gifford Overseas Limited  
Baird Advisors 
Bank of America 
Baring Asset Management 
Baron Capital Management, Inc. 
Barrow, Hanley, Mewhinney & Strauss, LLC 
BlackRock 
BMO Asset Management, Corp. 
BNP Paribas Investment Partners 
BNY Mellon Asset Management 
Boston Partners  

Manager Name 
Brandes Investment Partners, L.P. 
Brandywine Global Investment Management, LLC 
Brown Brothers Harriman & Company 
Brown Investment Advisory & Trust Company 
Cambiar Investors, LLC 
Capital Group 
CastleArk Management, LLC 
Causeway Capital Management 
Chartwell Investment Partners 
ClearBridge Investments, LLC  
Cohen & Steers Capital Management, Inc. 
Columbia Threadneedle Investments 
Columbia Wanger Asset Management 
Columbus Circle Investors 
Conestoga Capital Advisors 
Corbin Capital Partners, L.P. 
Cornerstone Capital Management 
Cramer Rosenthal McGlynn, LLC 
Credit Suisse Asset Management 
Crestline Investors, Inc. 
D.E. Shaw Investment Management, LLC 
Delaware Investments 
DePrince, Race & Zollo, Inc. 
Deutsche Asset  Management 
Diamond Hill Investments 
Duff & Phelps Investment Mgmt. Co. 
Eagle Asset Management, Inc. 
EARNEST Partners, LLC 
Eaton Vance Management 
Epoch Investment Partners, Inc. 
Fayez Sarofim & Company 
Federated Investors 
Fidelity Institutional Asset Management 
Fiera Capital Global Asset Management 
First Eagle Investment Management, LLC 
First Hawaiian Bank Wealth Management Division 
Fisher Investments 



 

  Knowledge. Experience. Integrity.  Page 2 of 2 

Manager Name 

Fort Washington Investment Advisors, Inc. 

Franklin Templeton Institutional 

Fred Alger Management, Inc. 

Fuller & Thaler Asset Management, Inc. 

GAM (USA) Inc. 

GE Asset Management 

GMO 

Goldman Sachs Asset Management 

Grand-Jean Capital Management 

Guggenheim Investments 

GW&K Investment Management 

Harbor Capital Group Trust 

Hartford Funds 

Hartford Investment Management Co. 

Henderson Global Investors 

Hotchkis & Wiley Capital Management, LLC 

HSBC Global Asset Management 

Impax Asset Management Limited 

Income Research + Management, Inc. 

Insight Investment Management Limited 

Institutional Capital LLC 

INTECH Investment Management, LLC 

Invesco 

Investec Asset Management 

Investment Counselors of Maryland, LLC 

Janus Capital Management, LLC 

Jarislowsky Fraser Global Investment Management 

Jensen Investment Management 

J.P. Morgan Asset Management 

KeyCorp 

Lazard Asset Management 

Legal & General Investment Management America 

Lincoln National Corporation 

LMCG Investments, LLC 

Longview Partners 

Loomis, Sayles & Company, L.P. 

Lord Abbett & Company 

Los Angeles Capital Management 

LSV Asset Management 

MacKay Shields LLC 

Man Investments Inc. 

Manulife Asset Management 

Martin Currie Inc. 

McDonnell Investment Management, LLC 

MFS Investment Management 

MidFirst Bank 

Mondrian Investment Partners Limited 

Montag & Caldwell, LLC 

Morgan Stanley Investment Management 

Mountain Lake Investment Management LLC 

MUFG Union Bank, N.A. 

Neuberger Berman 

Newton Investment Management (fka Newton Capital Management) 

Nikko Asset Management Co., Ltd. 

Northern Trust Asset Management 

Nuveen Investments, Inc. 

OFI Global Asset Management 

Old Mutual Asset Management 

Opus Capital Management Inc. 

Manager Name 

O’Shaughnessy Asset Management, LLC 

Pacific Alternative Asset Management Co. 

Pacific Current Group 

Pacific Investment Management Company 

Parametric Portfolio Associates 

P/E Investments 

Peregrine Capital Management, Inc. 

PGIM 

PineBridge Investments 

Pinnacle Asset Management L.P. 

Pioneer Investments 

PNC Capital Advisors, LLC 

Principal Global Investors 

Private Advisors, LLC 

Putnam Investments, LLC 

QMA (Quantitative Management Associates) 

RBC Global Asset Management 

Regions Financial Corporation 

RidgeWorth Capital Management, Inc. 

Riverbridge Partners LLC 

Rockefeller & Co., Inc. 

Rothschild Asset Management, Inc. 

Russell Investments 

Santander Global Facilities 

Schroder Investment Management North America Inc. 

Scout Investments 

SEI Investments 

Shenkman Capital Management, Inc. 

Smith, Graham & Co. Investment Advisors, L.P. 

Smith Group Asset Management 

Standard Life Investments Limited 

Standish 

State Street Global Advisors 

Stone Harbor Investment Partners, L.P. 

Systematic Financial Management 

T. Rowe Price Associates, Inc. 

Taplin, Canida & Habacht 

The Boston Company Asset Management, LLC 

The Hartford 

The London Company 

The TCW Group, Inc. 

Tri-Star Trust Bank 

UBS Asset Management 

Van Eck Global 

Versus Capital Group 

Victory Capital Management Inc. 

Vontobel Asset Management, Inc. 

Voya Financial 

Voya Investment Management (fka ING) 

Waddell & Reed Asset Management Group 

WCM Investment Management 

Wasatch Advisors, Inc. 

WEDGE Capital Management 

Wellington Management Company, LLP 

Wells Capital Management 

Western Asset Management Company 

William Blair & Company 

 



  AGENDA ITEM III. D. 
 

INFORMATIONAL 
 

TO:    State Investment Board    
 

FROM:   Dave Hunter and Darren Schulz 
 

DATE:   November 10, 2016 
 

SUBJECT:  Annual SIB Client Investment Reviews – Cover Memo 
 

 

RIO routinely conducts annual reviews with our clients which includes a review of recent returns and 
the impact of any proposed organizational developments (such as changes in personnel, liquidity 
and/or risk/return expectations) on the existing investment policy statement. These reviews serve as 
the basis for Staff recommendations to modify asset allocation guidelines. 
 
On November 3rd, RIO reviewed recent investment performance including the current investment 
policy statement of the Tobacco Prevention and Control Trust Fund (“TPCT”) with its Executive 
Director, Jeanne Prom, and Robert M. Yost III, Account Budget Specialist III. Ms. Prom stated she was 
pleased with the service provided by the SIB and RIO. Ms. Prom stated she intends to share the 
attached presentation with the TPCT Fund Board. 
 

On November 4th, RIO reviewed recent investment performance including the current investment 
policy statement of the Cultural Endowment Trust Fund with its Executive Director, Beth 
Klingenstein, Robin Bosch, Administrative Officer, and Dee Franklin Smith, Administrative Assistant.  
Ms. Klingenstein stated she was satisfied with the service provided by the SIB and RIO. Ms. 
Klingenstein stated she intends to share the attached presentation with the North Dakota Council on 
the Arts Board. 
 

On November 9th, RIO reviewed recent investment performance including the current investment 
policy statements of the State Fire and Tornado Fund, State Bonding Fund, Petroleum Tank 
Release Compensation Fund, and Insurance Regulatory Trust Fund (“TPCT”) with Rebecca 
Ternes – Deputy Commissioner, Jeff Bitz – Special Funds Director, Melissa Seifert - Account/Budget 
Specialist III, and Shelly Weisz – Administrative Officer. Ms. Ternes stated she was pleased with the 
service provided by the SIB and RIO.  
 

On November 17th, RIO intends to review PERS recent investment performance with its Executive 
Director, Sparb Collins, and the PERS Board. RIO previously reviewed recent TFFR investment 
performance with its Chief Retirement Officer, Fay Kopp, and the TFFR board on October 27th. 
 
RIO was recently requested to provide an investment performance update to the Legacy and Budget 
Stabilization Fund Advisory Board on December 5th at 3:15 pm. 
 
The latest meeting materials shared with each of the above client boards is attached for reference. 



Tobacco Prevention and Control Trust Fund 
Annual Investment Review 

For the Periods Ended June 30, 2016 

November 3, 2016 

Dave Hunter, Executive Director/CIO 

Darren Schulz, Deputy Chief Investment Officer 

ND Retirement & Investment Office (RIO) 

State Investment Board (SIB) 



Review of Prior Discussions 
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 In compliance with NDSIB Governance Policy E-13, RIO provided the TPCT Fund with information about 
becoming a new SIB investment client. Staff was contacted by Jeanne Prom, Executive Director, and Samantha 
Doll, Business Manager, of the Tobacco Control and Prevention Trust regarding its investment fund.  They 
currently are invested in short-term cash funds with the Bank of North Dakota and earning approximately 6 to 
10 bps per annum.  They are interested in contracting for investment services with the SIB as allowed under 
NDCC 21-10-06 and as recommended in a recent audit. 

 The fund has a market value of approximately $47 million as of December 31, 2014 and is projected to exceed 
$50 million over the next two years prior to declining by approximately $8 million per year between 2018 and 
2023. Darren, Connie and I met with Ms. Prom and Ms. Doll on December 3, 2014 and Ms. Doll and Mr. Robert 
Yost on January 8, 2015 to discuss their investment objectives and risk tolerance and the possible benefits of 
conducting an asset liability study. Staff has provided additional information as follow-up.  

 Based on the initial discussions, internal staff administrative capacity would not be affected by this small fund 
and the client’s goals and risk tolerances although the non-tobacco investment requirement does not fit within 
the existing Insurance Trust structure.   

 RIO Recommendation as of June 19, 2015:  As required by Governance Policy E-13, RIO will request approval 
from the Industrial Commission to allow the SIB to enter into a contract for investment services with the 
Tobacco Control and Prevention Trust Fund on or before September 30, 2015. 



TPCT Fund Investment Allocation – June 2015 
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RIO’s Approved Recommendation:   
 

 Based on forecasted cash flows provided by the TPCT Fund, RIO worked with BlackRock to 

complete an asset liability review.   

 These results were then shared with our investment consultant (Callan) without issue.   

 Based on our review procedures, RIO recommends the TPCT Fund adopt a target 

asset allocation of 10% equities and 90% to fixed income/cash.   

 Although higher equity allocations were considered, RIO recommends a 10% equity allocation 

given that the Fund will commence a seven-year liquidation period in 2018. 

 The proposed 10% equity and 90% fixed income allocation did not experience a loss in any 

year during the past decade (and even posted a +2.4% return in 2008).   

 RIO’s recommendation was discussed with TPCT Executive Director, Jeanne Prom, on June 17, 

2015, without any exceptions other than emphasizing that all investments must be intended to 

be “tobacco free”.   

 Based on this asset allocation, the Fund will have an expected long-term rate of 

return of approximately 2% with strong downside risk protection so as to preserve 

capital and benefit from higher return expectations, which are estimated to be 20 times 

higher than prior years (e.g. the expected 2.0% return is 20 times higher than the sub 0.1% 

return earned during the last four years).   

 Future investment income is expected to increase by approximately $5 million as 

a result of this policy change. 



North Dakota Tobacco Prevention and Control Trust Fund 
As of June 30, 2016 

4 Note:  All amounts are deemed to be materially accurate, but are unaudited and subject to change. 

The Fund generated a net investment return of 1.6% from October 1, 2015 to 

June 30, 2016, noting $47.3 million was transferred to SIB oversight on Sep. 30, 2015.  

The funds were then invested in accordance with the board approved asset allocation 

policy on October 1, 2015. The target (and actual) asset allocation is 10% S&P 500 

Tobacco Free Index, 75% Barclays Aggregate U.S. Government 1-3 Year Index and 15% in 

Short-Term Treasury Bills.  In prior years, this Fund earned less than 0.10% per annum. 

NORTH DAKOTA

TOBACCO PREVENTION AND

Market Value Actual Policy Gross Net Gross Net Gross Net Gross Net

TOTAL TOBACCO TRUST FUND 54,366,538    100% 100% 0.66% 0.65% 0.65% 0.65% 0.29% 0.28% 1.61% 1.59%

POLICY TARGET BENCHMARK 0.64% 0.64% 0.66% 0.66% 0.37% 0.37%

LARGE CAP DOMESTIC EQUITY

State Street S&P 500 ex Tobacco 5,446,369      10.0% 10.0% 2.34% 2.34% 4.92% 4.92% 6.79% 6.79% 14.7% 14.7%

S&P 500 Tobacco Free 2.36% 2.36% 4.91% 4.91% 6.78% 6.78%

SHORT TERM FIXED INCOME

State Street 1-3 Year US Treasury 40,816,114    75.1% 75.0% 0.54% 0.53% 0.21% 0.20% -0.44% -0.44% 0.31% 0.29%

BC 1-3 Year US Gov't Index 0.52% 0.52% 0.19% 0.19% -0.42% -0.42%

CASH 0.157301877

Northern Trust STIF 8,104,054      14.9% 15.0% 0.06% 0.06% 0.06% 0.06% 0.00% 0.00% 0.12% 0.12%

90 Day T-Bills 0.07% 0.07% 0.07% 0.07% 0.03% 0.03%

Quarter

FYTD

Current

ReturnsCONTROL TRUST FUND

 June 30, 2016

Quarter Ended Quarter Ended

 March 31, 2016

Quarter Ended

 Dec. 31, 2016 As of June 30, 2016

Allocation Quarter Quarter



Actual and Budgeted Investment Income (5.6 to 10 bps) 
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 During the last biennium, investment income as a % of assets was less than  0.10% per year. 

 For 2013-15, investment income was appropriated at 0.085% (or 8.5 basis points) per annum. 

 For 2015-17, investment income was budgeted at 0.056% (or 5.6 basis points) per year. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
A basis point is equal to one one-hundredth of one percent (or 0.01%) such that 100 basis points is equivalent to 1%. 

 



6 

Tobacco Prevention and Control Trust Fund (“TPCT Fund” or “Fund”): 
 

 Since 2009, the Fund has grown from zero to over $43 million. 
 

 The Fund is expected to peak at over $53 million during the fiscal year ended June 30, 2017. 
 

 The Fund is expected to decline by approximately $8 million per year for seven consecutive years 
(between 2018 and 2024) and decline to zero in the fiscal year ended June 30, 2024. 

Historical and Projected Cash Flows (2009 to 2024) 
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Fiscal Year
Deposit 80%

2009 14.1 2.3 14.1

2010 12.2 9.3 1.1 2.1 3.5 22.8

2011 11.2 9.3 1.1 1.9 4.6 29.4

2012 11.4 9.3 1.1 2 5.7 35.1

2013 11.4 9.3 1.1 2 6.8 39.7

2014 11.4 12.2 1 1.6 7.9 43.2

2015 11.4 12.8 0.6 1.6 7.9 46.7

2016 11.4 10.9 0.6 1.6 8 50.1

2017 11.4 11.3 0.6 1.6 8 53.5

2018 0 11.3 0.6 1.6 8 45.5

2019 0 11.3 0.6 1.6 8 37.5

2020 0 11.3 0.6 1.6 8 29.5

2021 0 11.3 0.6 1.6 8 21.5

2022 0 11.3 0.6 1.6 8 13.5

2023 0 11.3 0.6 1.6 8 5.5

2024 0



Economic and Capital Markets Update 
As of June 30, 2016 

 

 

 

 

 

 



U.S Economy – GDP Growth Rates 
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 Quarterly GDP 
Growth Rates  (top 

chart) have not 
exceeded 3% since 
the 4Q of 2014, 
but popped up to 
2.9% last quarter. 

 Annual GDP 
Growth Rates 
(bottom chart) have 
trended down 
since peaking at 
3.3% during the 1st 
quarter of 2015 
and approximate 
1.5% as of the 3rd 
quarter of 2016. 



U.S Labor Market – Unemployment Rate and Productivity Index 
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Source: U.S. Dept. of 
Labor: Bureau of 
Labor Statistics 

U.S. labor markets 

appear to be 

improving as the 

“Unemployment 

Rate” is now 

below 5% since 

peaking at 10% in 

October of 2009.   

 

The “Labor  

Productivity 

Index” has 

trended upward 

since 2006, but 

has declined four  

consecutive 

quarters (to 106) 

since hitting an 

all-time high of 

107 in 3Q of 2015.   

In the United States, the productivity of nonfarm workers is measured as the output of goods and services per hour worked. Labor productivity is 

calculated by dividing an index of real output by an index of hours worked of all persons, including employees, proprietors, and unpaid family workers. 



U.S Labor Market – Wage Growth and Participation Rates 

10 Source: U.S. Department of Labor: Bureau of Labor Statistics 

U.S. labor 

markets appear 

to be improving 

as “Wage 

Growth” has 

been averaging 

4% or higher 

during the two 

years.   

 
The “Labor  

Participation 

Rate” remains 

below long-

term historical 

averages, but 

appears to 

have leveled 

out at slightly 

above 62.5% 

over the last 

year. 
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Actual Projected

2015 2016-2010

United States 2.4% 2.0%

Europe 1.9% 2.1%

Japan 0.5% 1.4%

Mature Economies 1.9% 2.1%

China 3.8% 4.5%

India 7.3% 6.0%

Emerging Economies 3.1% 4.0%

World Total 2.5% 3.1%

“World GDP Growth Rates” have declined to 2.5% from 2012 to 2015, 

with some “Experts” projecting slightly higher future growth rates. 

Source:  Historical Global GDP Growth Rates from The World Bank Group ,with Projected Growth Rates by The Conference Board.  
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Key:  Long-Term Treasury Rates Fell 0.85% Last Year 



Historical Asset Class Market Returns – June 30, 2016 
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Last 5-Years: 
 

 U.S. Large Cap Equity (up 11.88%) has been one of the top performing asset classes in the last 

5-years, followed by Real Estate (up 11.51%) and U.S. Small Cap Equity (up 8.35%).  
  

 During the last 5-years, U.S. Bonds (up 3.76%) and High Yield (up 5.84%) performed generally 

in line with long-term expectations (along with Inflation Protected Debt, up 2.27%). 
 

 Emerging Market Equity (down 3.78%) and International Equity (up 1.68%) and International 

Debt (up 0.34%) performed poorly the last 5-years, although International Debt surpassed 

most other major indices last year (up 11.24%).   

Asset Class Benchmark 1-Year 3-Years 5-Years 10-Years

Large Cap US Stocks Russell 1000 2.93% 11.48% 11.88% 7.51%

Small Cap US Stocks Russell 2000 -6.73% 7.09% 8.35% 6.20%

Non-US Stocks (Developed) MSCI EAFE -10.16% 2.06% 1.68% 1.58%

Non-US Stocks (Emerging) MSCI Emerging Markets -12.05% -1.56% -3.78% 3.54%

US Bonds Barclays Aggregate 6.00% 4.06% 3.76% 5.13%

High Yield Bonds Barclays Corporate High Yield 1.62% 4.18% 5.84% 7.56%

International Debt Barclays Global Aggregate Ex-US 11.24% 1.85% 0.34% 4.00%

Inflation Protected Barclays Global Inflation Linked 2.55% 2.74% 2.27% 4.42%

Real Estate NCREIF 10.64% 11.61% 11.51% 7.40%

Period Ended June 30, 2016



Preliminary Investment Update - 
August 31, 2016 

 

 

 

 

 

 



North Dakota Tobacco Prevention and Control Trust Fund 
Preliminary Interim Returns – August 31, 2016 

15 Note:  All amounts are deemed to be materially accurate, but are unaudited and subject to change. 

The Funds target asset allocation is:  

     - 10% S&P 500 Tobacco Free Index ;  

     - 75% Barclays Aggregate U.S. Gov’t. 1-3 Year Index;  

     - 15% Treasury Bill Index (for 90 days)  

NORTH DAKOTA

TOBACCO PREVENTION AND

Market Value Actual Policy Gross Net Gross Net

TOTAL TOBACCO TRUST FUND 53,287,070    100.0% 100.0% 0.23% 0.23% 1.61% 1.59%

POLICY TARGET BENCHMARK 0.24% 0.24%

LARGE CAP DOMESTIC EQUITY

State Street S&P 500 ex Tobacco 5,661,897      10.6% 10.0% 3.97% 3.96% 14.7% 14.7%

S&P 500 Tobacco Free 3.97% 3.97%

SHORT TERM FIXED INCOME

State Street 1-3 Year US Treasury 40,721,154    76.4% 75.0% -0.23% -0.23% 0.31% 0.29%

BC 1-3 Year US Gov't Index -0.22% -0.22%

CASH 0.133206083

Northern Trust STIF 6,904,019      13.0% 15.0% 0.03% 0.03% 0.12% 0.12%

90 Day T-Bills 0.05% 0.05%

CONTROL TRUST FUND ReturnsReturns

Current

FYTD FY16

Prior Partial Yr.

 As of August 31, 2016

Allocation

Based on unaudited data, the Fund generated a net return of approximately 

0.23% for the two months ended August 31, 2016. The funds are being invested in 

accordance with the board approved asset allocation guidelines (plus or minus 1% to 2%).   



Appendix of Supporting Materials 
SIB Background, Client Returns, Service Providers, Transparency 
Update, Callan’s Capital Market Expectations and Survey Results 

 

 

 

 

 

 



State Investment Board Members – August 31, 2016 
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The SIB includes 11 members with Lieutenant Governor Drew Wrigley serving as Chairman and 

includes State Treasurer Kelly Schmidt, the Commissioner of University and School Lands Lance 

Gaebe, the Director of Workforce Safety and Insurance designee Cindy Ternes, the Insurance 

Commissioner Adam Hamm, plus three TFFR board members and three PERS board members. 

 

The TFFR representatives include Michael Gessner, Rob Lech and Mel Olson noting that Mr. Lech also 

serves as the board parliamentarian. 

 

The PERS representatives include Mike Sandal, Tom Trenbeath and Yvonne Smith noting that Mr. Sandal 

also serves as Vice Chairman of the SIB. 
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RIO is an agency of the State of North Dakota. The agency was created by the 1989 Legislative Assembly to 

capture administrative and investment cost savings in the management of two important long-standing state 

programs – the retirement program of the Teachers’ Fund for Retirement (TFFR) and the investment program 

of the State Investment Board (SIB).  
 

The SIB is responsible for setting policies and procedures guiding the investment of over $11 billion in assets 

for seven pension funds and 16 other insurance-type funds. Their investments are divided into two investment 

trust funds and two individual investment accounts. Individual investment guidelines for each fund can be found 

in the Investment Section.  These guidelines include goals and objectives, risk tolerance, liquidity constraints, 

asset allocation and portfolio restrictions specific to each fund’s unique circumstances.  When creating 

investment pools to implement the asset allocations for each client fund, the SIB takes all of these guidelines 

into consideration in order to best meet the objectives of each fund and safeguard fund assets.  
 

The pension investment pool is made up of only qualified pension funds whose monies must be invested 

exclusively for the benefit of their participants. The insurance investment pool is made up of mainly insurance-

type funds, but also includes other funds that do not qualify as pension funds and would like to benefit from 

the cost savings of being pooled with other funds’ assets. All of these funds are invested in accordance with 

the “Prudent Investor Rule.” 
 

An important aspect of the prudent investor rule is that individual investments are considered not in isolation 

but in the context of the trust portfolio as a whole. Some new opportunities may appear risky when viewed 

alone. However, when part of a diversified mix of investments in stocks, bonds and other assets, they can 

increase returns often without increasing the overall portfolio risk and, in some cases, may help decrease the 

overall portfolio’s risk. 

North Dakota Retirement & Investment Office – Background 
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North Dakota Retirement & Investment Office – Awards 

The Government Finance Officers Association of the United States and Canada (GFOA) awarded a Certificate 

of Achievement for Excellence in Financial Reporting to RIO for its comprehensive annual financial report for 

the fiscal year ended June 30, 2015. This was the eighteenth consecutive year that RIO has achieved this 

prestigious award. In order to be awarded a Certificate of Achievement, a government must publish an easily 

readable and efficiently organized comprehensive annual financial report. This report must satisfy both generally 

accepted accounting principles and applicable legal requirements. 
 

A Certificate of Achievement is valid for a period of one year only. We believe that our current comprehensive 

annual financial report continues to meet the Certificate of Achievement Program’s requirements and we are 

submitting it to the GFOA to determine its eligibility for another certificate. 
 

TFFR also received the 2015 Public Pension Standards Award for Funding and Administration from the Public 

Pension Coordinating Council. To receive the award, the retirement system must certify that it meets specific 

professional standards for a comprehensive benefit program, actuarial valuations, financial reporting, 

investments, communications to members, and funding adequacy. 
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State Investment Board Process 
 

 

 

 

 

 

 

 

 

 

 

 

 

TFFR Board 
PERS Board 

(4 Funds) 
 

 

WSI Board 
Insurance Commissioner 

(4 Funds) 
State Board of  

Medical Examiners 

State Risk Mgmt 
 (2 Funds) 

Council on the Arts 
Cultural Endowment 

Legacy and Budget 
Stabilization Fund 
 Advisory Board 

 

 
Budget 

 Stabilization  Fund 

City of Bismarck  
Police Pension Board 

City of Bismarck  
Employee Pension Board 

City of Bismarck 
Deferred Sick Leave 

City of Grand Forks 
 Pension Fund 

City of Grand Forks  
Park District Pension Fund 

  
Pension Fund 

ND Association 
 of Counties 

            City of Fargo  
FargoDome Permanent  Fund 

State Investment Board 
(SIB) 

Custodian Bank 

Retirement and 
Investment Office (RIO) 

Investment Managers Investment Consultant 

Legacy Fund 

Center for Tobacco 
Prevention & Control 

SIB Client Boards: 
1. PERS 

2. TFFR 

3. City of Bismarck 

4. City of Grand Forks 

Employees 

5. City of Grand Forks 

Park District 

6. WSI 

7. Insurance 

Commissioner 

8. State Risk Mgmt. 

9. ND Association of 

Counties 

10. Council on the Arts 

11. State Board of 

Medical Examiners 

12. Center for Tobacco 

Prevention & Control 

13. City of Fargo 

14. Legacy & Budget 

Stabilization Fund 

Advisory Board 

 Legal Counsel, Actuaries   

& Independent Auditors 



State Investment Board Process 
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Client Responsibilities: (Per NDCC 21-10-02.1) The governing body of each fund (client) 
shall establish policies on investment goals and objectives and asset allocation that must 
include: 

 Acceptable rates of return, liquidity and levels of risk 

 Long-range asset allocation goals 
  

State Investment Board Responsibilities: (Per NDCC 21-10):  
 Accept and implement client asset allocations 
 Apply Prudent Investor Rule when investing for fund under its supervision 

 Approve general types of securities for investment 
 Set policies and procedures regulating securities transactions on behalf of the 

clients 
 Select custodian servicer 
 Select investment director and/or investment consulting service 

 Create investment pools 



State Investment Board Process 
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Retirement and Investment Office Staff Responsibilities (on behalf of SIB): 
 Administer overall investment strategy 

 Advise SIB on ways to maximize risk/return opportunities within each asset class 

 Act as liaison between SIB and managers, consultant and custodian 

 Monitor individual clients’ investment guidelines and asset allocations 

 Maintain separate accounting for client accounts 
 

Investment Manager Responsibilities: 
 Accept and implement specific mandates or “investment missions” 

 Make buy/sell decisions based on investment guidelines 

 Report to RIO Staff on regular basis 
 Provide education to SIB 



State Investment Board Process 
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Custodian Bank Responsibilities: 
 Safe-keep assets 
 Settle trades 
 Record-keeper 
 

Investment Consultant Responsibilities: 
 Performance measurement of investment managers 
 Manager search assistance 

 Provide education to SIB 

 Special projects 
 
Others Experts: 

 Legal Counsel 
 Independent Actuaries and Auditors   
 Specialists in custody and fee reviews and/or transaction cost analyses 



State Investment Board – Client Assets Under Management 
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 SIB client assets grew by approximately 6% (or 
$617 million) in the last year with the Legacy Fund 
creating the largest asset growth of $481 million 
primarily due to tax collections. 

 The Legacy Fund generated a net investment gain 
of 1.06% for the year ended June 30, 2016, 
slightly exceeding its performance benchmark.  
Since inception, the Legacy Fund has generated a 
net annualized return of 2.78% (over the last 4.75 
years) exceeding the performance benchmark of 
2.05%. 

 The Pension Trust posted a net return of 0.31%  in 
the last year.  During the last 5-years, the Pension 
Trust generated a net annualized return of 6.35%, 
exceeding the performance benchmark of 5.99%. 

 The Insurance Trust generated a net return of 
3.12% in the last year.  During the last 5-years, the 
Insurance Trust posted a net annualized return of 
4.83%, exceeding the performance benchmark of 
3.81%. 

 SIB client assets exceeded $11.3 billion as of June 
30, 2016, based on unaudited valuations. 

 Market Values  Market Values 

Fund Name  as of 6/30/16 (1)  as of 6/30/15  (2)

Pension Trust Fund 

Public Employees Retirement System (PERS) 2,459,388,086 2,422,579,595

Teachers' Fund for Retirement (TFFR) 2,082,183,640 2,103,807,355

Job Service of North Dakota Pension 96,392,560

City of Bismarck Employees Pension 82,441,003 81,745,817

City of Grand Forks Employees Pension 57,975,758 59,232,375

City of Bismarck Police Pension 33,983,598 35,889,940

Grand Forks Park District 5,720,245 6,035,136

City of Fargo Employees Pension 1,461

Subtotal Pension Trust Fund 4,721,692,330 4,805,684,242

Insurance Trust Fund  

Workforce Safety & Insurance (WSI) 1,832,104,203 1,762,659,138

Budget Stabilization Fund 575,918,381 574,011,151

ND Tobacco Control and Prevention 54,366,538

PERS Group Insurance Account 37,715,356 39,653,686

City of Fargo FargoDome Permanent Fund 38,782,721 41,007,046

State Fire and Tornado Fund 24,091,203 23,416,232

Petroleum Tank Release Compensation Fund 7,149,512 7,162,837

State Risk Management Fund 6,534,801 6,849,214

State Risk Management Workers Comp Fund 5,516,177 6,224,542

ND Association of Counties (NDACo) Fund 4,048,863 3,833,500

State Bonding Fund 3,296,372 3,180,023

ND Board of Medical Examiners 2,208,667 2,174,703

Insurance Regulatory Trust Fund 1,085,836 2,636,662

Bismarck Deferred Sick Leave Account 642,265 872,177

Cultural Endowment Fund 386,452 383,049

Subtotal Insurance Trust Fund 2,593,847,347 2,474,063,959

Legacy Trust Fund

Legacy Fund 3,809,485,177 3,328,631,303

PERS Retiree Insurance Credit Fund 101,623,224 97,671,060

Job Service of North Dakota Pension 96,588,333

Total Assets Under SIB Management 11,323,236,411 10,706,050,563

(1)  6/30/16 market values are unaudited and subject to change.
(2)  6/30/15 market values as stated in the Comprehensive Annual Financial Report.
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NDRIO – Consulting and Professional Services (June 30, 2016) 

Actuary 
 
The Segal Company 

Chicago, Illinois 

 

Auditor 
 

CliftonLarsonAllen LLP 

Baltimore, Maryland 

 

Legal Counsel 
 

Attorney General's Office 

Bismarck, North Dakota 
 
Ice Miller 

Chicago, Illinois 
 
K&L Gates 

Boston, Massachusetts 
 

Information Technology 
 
  Advent Software, Inc. 

  San Francisco, CA 
 
  CPAS Systems Inc. 

  Toronto, Ontario 

  

Master Custodian 
 

The Northern Trust Company 

Chicago, Illinois 

 

Investment Consultant and 

 Performance Measurement 
 

Callan Associates Inc. 

 San Francisco, California 
 

 Mercer LLC 

 Chicago, Illinois 
 

Novarca North America LLC 

Palo Alto, California 
 

Adams Street Partners, LLC 

Chicago, Illinois 

 

Investment Managers 
 

Adams Street Partners, LLC 

Chicago, Illinois 
 
 

Investment Managers (cont.) 
 
Axiom International Investors 

Greenwich, Connecticut 

 

Babson Capital Management LLC Boston, 

Massachusetts 
 
Brandywine Asset Management 

Wilmington, Delaware 
 
Callan Associates 

San Francisco, California 

 

Capital Group 

Los Angeles, California 
 
Corsair Capital 

New York, New York 
 
Declaration Mgmt & Research, LLC 

McLean, Virginia 
 
Dimensional Fund Advisors 

Chicago, Illinois 
 
EIG Energy Partners 

Los Angeles, California 
 
Epoch Investment Partners, Inc. 

New York, New York 
 
Goldman Sachs Asset Mgmt 

New York, New York 
 
Grosvenor Capital Management 

New York, NY 
 
Hearthstone Homebuilding Investors, LLC 

Encino, California 
 
INVESCO Realty Advisors  

Dallas, Texas 
 
InvestAmerica L&C, LLC 

Cedar Rapids, Iowa  
 
J.P. Morgan Invest. Mgmt, Inc. 

New York, New York 
 
Loomis Sayles & Company 

Boston, Massachusetts 
 
Los Angeles Capital Management 

Los Angeles, California 
 

LSV Asset Management 

Chicago, Illinois 
 
Matlin Patterson Global Advisers LLC 

New York, New York 
 

Investment Managers (cont.) 
 
Northern Trust Asset Management 

Chicago, Illinois 
 
 
Parametric Portfolio Associates 

DBA The Clifton Group 

Minneapolis, Minnesota 
 
PIMCO 

Newport Beach, California  
 
Prudential Investment Management 

Newark, New Jersey 
 
Quantum Energy Partners 

Houston, Texas 
 
Quantum Resources Mgmt, LLC 

Denver, Colorado 
 
Research Affiliates, LLC 

Newport Beach, California 
 
SEI Investments Management Co. 

Oaks, Pennsylvania 
 
State Street Global Advisors 

Boston, Massachusetts 
 
Timberland Investment  

Resources, LLC 

Atlanta, Georgia 
 
UBS Global Asset Management  

Chicago, Illinois 
 
The Vanguard Group 

Valley Forge, Pennsylvania 
 
Wellington Trust Company, NA 

Boston, Massachusetts 
 
Wells Capital Management, Inc. 

Menomonee Falls, Wisconsin 
 
Western Asset Management Co. 

Pasadena, California 

Note:  William Blair replaced Capital Group as an international equity investment manager on May 31, 2016. 



Transparency Enhancement Update – 2016 
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Strategic Investment Belief / Goal:   

Although SIB meetings are open to the public and RIO is committed to adhering to all applicable 
open records laws, a transparency enhancement initiative was commenced in mid-2015 in order 
to make it easier for interested parties to gain access to information on RIO’s website.  RIO 
believes these actions support our desire to foster trust, understanding and support within our 
community.   
 

RIO’s Stated  Action Plan (as stated in our SIB Meeting Materials in 2015 and 2016): 

1) Enhance public access to our SIB Governance Manual by adding  a new hyperlink on our RIO 
website (hyperlink accessed by clicking on “SIB Governance Manual” under the “SIB / Board”  
section); http://www.nd.gov/rio/SIB/Board/GovernanceManual/default.htm  

2) Enhance public access to our SIB Meeting Materials by adding a new hyperlink on our RIO 
website (hyperlink accessed by clicking on “Meeting Materials” under the “SIB / Board” 
section); http://www.nd.gov/rio/SIB/Board/SIB%20Meeting%20Materials/default.htm  

3) Enhance public access to our SIB’s Audit Committee Charter and Meeting Materials by adding 
a new hyperlink on our RIO website (hyperlinks accessed by clicking on “SIB Audit Charter” or 
“Meeting Materials” under the “SIB  Audit” section). 
http://www.nd.gov/rio/SIB%20Audit/Board/default.htm  
 

http://www.nd.gov/rio/SIB/Board/GovernanceManual/default.htm
http://www.nd.gov/rio/SIB/Board/GovernanceManual/default.htm
http://www.nd.gov/rio/SIB/Board/SIB Meeting Materials/default.htm
http://www.nd.gov/rio/SIB/Board/SIB Meeting Materials/default.htm
http://www.nd.gov/rio/SIB Audit/Board/default.htm
http://www.nd.gov/rio/SIB Audit/Board/default.htm
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Current 
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Current 

SIB Customer Survey Results: 
 

SIB Customer Satisfaction Survey 

scores remain above average with an 

overall score of 3.6 out of 4.0 in 

which 3.0 is “Above Average” and 4.0 

is “Excellent”.  This score is 

comparable with the prior years in 

which the overall score was 3.7. 



North Dakota Cultural Endowment Fund 
(“Fund”) – Annual Investment Review 

For the Periods Ended June 30, 2016 

November 4, 2016 

 

 

 

 

Dave Hunter, Executive Director/CIO 

Darren Schulz, Deputy Chief Investment Officer 

ND Retirement & Investment Office (RIO) 

State Investment Board (SIB)  

 

 

 

 

 

 

 



Executive Summary - June 30, 2016 
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Investment Performance –  

 Asset allocation is the primary driver of returns.  The Fund’s asset allocation policy is 55% Equity,  
37% Fixed Income, 5% Real Estate and 3% Cash.  Over a full market cycle, we estimate this asset 
allocation should deliver net returns in the 5% to 6% range (with a 5.8% policy target) .  This goal 
has been achieved for the 5- (and 10-) years ended June 30, 2016, although last years net return 
was less than 2.2%.  Last years’ disappointing results were largely a function of weak global equity 
returns due to slowing global growth rates which resulted in China devaluing its currency in 
August of 2015.  Given cautionary growth expectations and growing political uncertainty (in both 
the developed and emerging markets), risky assets underperformed long-term expectations last 
year, while high quality investments performed well.  As example, long-term U.S. Treasuries 
returned over 19% last year given that longer term interest rates remained low and noting the 10-
year U.S. Treasury rate declined from 2.35% at June 30, 2015, to less than 1.5% at June 30, 2016.  

 For the five years ended June 30, 2016, the Fund generated a net investment return of 8.75% 
versus a policy benchmark of 7.39%. U.S. Equities (45%) represent the plans largest asset 
allocation and performed very well posting net annual returns in excess of 12% for Large Cap and 
9% for Small Cap (over the last 5-years). Fixed Income represents the second largest asset 
allocation at 37% and performed well (up 6%) due to the aforementioned decline in rates. Modest 
returns were experienced within International Equity (up 2%) for the 5-years ended June 30, 
2016.  Real Estate was the best performing sector over the last 5-years generating a net 
investment returns of nearly 14%. 

 
Note:  All amounts are deemed to be materially accurate, but are unaudited and subject to change. 



Cultural Endowment Fund – Investment Managers 
Equity – June 30, 2016 
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The Cultural Endowment 

Fund earned 2.18% and 

8.75% for the 1- and 5-

years ended June 30, 2016, 

surpassing their “Policy 

Targets” by 0.05% and 

1.36%, respectively.  
 

Fiscal 2016 results were 

adversely impacted by 

poor International Equity 

returns which declined 

over 10% last year.   
 

U.S. “Large Cap” stocks 

($5+ billion in value) beat 

“Small Cap” stocks (less 

than $2 billion in value) by 

a wide margin (3% vs -6%). 
 

Every current equity 

manager outperformed 

their performance 

benchmark for the 5-years 

ended June 30, 2016. 

Note:  All amounts are deemed to be materially accurate, but are unaudited and subject to change. 

CULTURAL ENDOWMENT FUND

Investment Performance 

for the fiscal year ended 

 JUNE 30, 2016 Actual Policy Net Net Net Net

TOTAL FUND 386,452      ##### ##### 2.18% 5.22% 7.93% 8.75%

POLICY TARGET 2.13% 4.24% 7.14% 7.39%

LARGE CAP U.S. EQUITY 0.05%

Los Angeles Capital 39,636          10.3% 10.1% 5.24% 12.32% 14.07% 13.58%

Russell 1000 Growth 3.02% 10.56% 13.07% 12.35%

LSV 38,104          9.9% 10.1% -3.30% 6.87% 9.78% 11.61%

Russell 1000 Value 2.86% 4.13% 9.87% 11.35%

LA Capital 26,554          6.9% 6.8% 5.82% 8.31% 12.48% 12.89%

Russell 1000 2.94% 7.37% 11.48% 11.88%

Clifton Group 26,242          6.8% 6.8% 5.22% 7.10% 11.99% 12.42%

S&P 500 3.99% 7.42% 11.66% 12.10%

TOTAL LARGE CAP U.S. EQUITY 130,536       33.8% 33.8% 2.72% 8.83% 12.05% 12.65%

Russell 1000 2.94% 7.37% 11.48% 12.11%

SMALL CAP DOMESTIC EQUITY 0.06%

PIMCO RAE (formerly Research Affiliates) 18,463          4.8% 5.6% -4.14% 5.18% 7.81% 9.43%

Clifton 25,781          6.7% 5.6% -5.98% 8.03% 8.04% 9.26%

TOTAL SMALL CAP U.S. EQUITY 44,245         11.4% 11.3% -5.27% 7.23% 8.09% 9.45%

Russell 2000 -6.73% 6.49% 7.09% 8.35%

INTERNATIONAL EQUITY 0.02%

Capital Group (2) 25                0.0% 4.0% N/A -1.73% N/A N/A

LSV 16,159          4.2% 4.0% -11.55% -3.73% 2.58% 2.00%

MSCI EAFE -10.16% -4.22% 2.06% 1.68%

William Blair 13,787          3.6% 4.0% N/A N/A N/A N/A

MSCI ACWI ex-US IMI (Net)

DFA 3,931           1.0% 1.0% -9.28% -3.27% 6.01% 3.98%

Vanguard (1) 4,047           1.0% 1.0% -7.27% 0.57% 6.48% 3.77%

S&P/Citigroup Broad Market Index < $2BN -3.37% 1.14% 7.29% 4.37%

TOTAL INTERNATIONAL EQUITY 37,950         9.8% 10.0% -10.74% -2.43% 2.94% 2.31%

MSCI EAFE -10.16% -4.22% 2.06% 1.68%

Prior Year 5 YearsCurrent

FYTD

3 Years

EndedEnded

6/30/2016 6/30/2016

FY15

 Market 

Value 

June-16

Allocation



Cultural Endowment Fund – Investment Managers 
Fixed Income and Real Estate – June 30, 2016 

4 

The Cultural Endowment 

Fund’s Fixed Income 

portfolio earned 6.29% 

and 6.07% for the 1- and 5-

years ended June 30, 2016, 

surpassing their “Policy 

Targets” by 0.29% and 

2.31%, respectively.  
 

Real Estate was the top 

performing asset class for 

the last 1-, 3- and 5-year 

periods generating net 

returns ranging from 

9.75% in Fiscal 2016 to 

15.50% in Fiscal 2015. 
 

Every Fixed Income and 

Real Estate manager 

outperformed their 

performance benchmark 

for the 5-years ended June 

30, 2016. 

Note:  All amounts are deemed to be materially accurate, but are unaudited and subject to change. 

CULTURAL ENDOWMENT FUND

Investment Performance 

for the fiscal year ended 

 JUNE 30, 2016 Actual Policy Net Net Net Net

FIXED INCOME 0.01%

Western Asset 43,365          11.2% 11.8% 6.64% 2.62% 5.07% 5.16%

Prudential 15,499          4.0% 3.0% 6.83% 2.05% 5.08% 5.22%

PIMCO (DiSCO II) (1) 5,760           1.5% 1.5% 4.39% 4.32% N/A N/A

PIMCO (BRAVO II) (1) 3,289           0.9% 0.9% 7.02% 10.36% N/A N/A

BC Aggregate 6.00% 1.85% 4.06% 3.76%

Declaration (Total Return) (1) 11,231          2.9% 2.9% 2.59% 3.55% N/A N/A

3m LIBOR 0.49% 0.26%

State Street 20,116          5.2% 5.2% 6.68% 1.66% N/A N/A

BC Gov/Credit 6.70% 1.68%

Wells Capital 43,840          11.3% 11.8% 6.99% 0.78% 5.79% 6.01%

BC US Credit BAA 6.93% -1.37% 4.90% 5.33%

TOTAL FIXED INCOME 143,099       37.0% 37.0% 6.29% 2.27% 5.36% 6.07%

BC Aggregate 6.00% 1.85% 4.06% 3.76%

REAL ESTATE 0.0145%

JP Morgan 10,037          2.6% 2.5% 9.03% 15.44% 11.03% 14.44%

Invesco 8,953           2.3% 2.5% 10.58% 15.97% N/A N/A

TOTAL REAL ESTATE 18,990         4.9% 5.0% 9.75% 15.50% 11.51% 13.98%

NCREIF Total Index 10.64% 12.98% 11.61% 11.51%

CASH 11,632         3.0% 3.0% 0.12% 0.01% 0.05% 0.13%
90 Day T-Bill 0.19% 0.02% 0.09% 0.09%

Prior Year 5 YearsCurrent

FYTD

3 Years

EndedEnded

6/30/2016 6/30/2016

FY15

 Market 

Value 

June-16

Allocation



Investment Fees and Expenses – Preliminary Overview 

5 

 

During the last three-years, investment management fees and expenses as a % of average assets 

under management declined from 0.65% in fiscal 2013 to 0.51% in fiscal 2014 to 0.48% in fiscal 2015 

and to less than 0.45% in fiscal 2016.   

 

 

 

 

 

 

 

 

 

 

  Based on $10 billion of average assets under management, this 20+ bps decline between fiscal 

2013 and fiscal 2016 translates into approximately $20 million of annual incremental savings.   

 

  RIO will diligently work to prudently manage all SIB client investment fees and expenses, but 

acknowledges it will be challenging to reduce fees and expenses below 45 bps (0.45%) per annum in 

future years.  Current fiscal years results were materially impacted by low incentive performance fees. 
 

A basis point (or “bp”) is equal to one one-hundredth of one percent (or 0.01%) such that 100 basis points (“bps”) is equivalent to 1%. 

Note:  All amounts are deemed to be materially accurate, but are unaudited and subject to change. 

Investment Fees Average "Assets % of 

All State Investment Board Clients and Expenses Under Management" "AUM"
a b a / b 

Fiscal Year Ended June 30, 2013 $45 million $6.9 billion 0.65%
 

Fiscal Year Ended June 30, 2014 $44 million $8.6 billion 0.51%
 

Fiscal Year Ended June 30, 2015 $48 million $10.1 billion 0.48%
 

Fiscal Year Ended June 30, 2016 $46 million $10.9 billion 0.42%

Note: Investment management fees and expenses for the North Dakota 

 Cultural Endowment Fund are estimated at less than 0.40% per year. 



Economic and Capital Markets Update 
As of June 30, 2016 

 

 

 

 

 

 



U.S Economy – GDP Growth Rates 
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 Quarterly GDP 
Growth Rates  (top 

chart) have not 
exceeded 3% since 
the 4Q of 2014, 
but popped up to 
2.9% last quarter. 

 Annual GDP 
Growth Rates 
(bottom chart) have 
trended down 
since peaking at 
3.3% during the 1st 
quarter of 2015 
and approximate 
1.5% as of the 3rd 
quarter of 2016. 



U.S Labor Market – Unemployment Rate and Productivity Index 
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Source: U.S. Dept. of 
Labor: Bureau of 
Labor Statistics 

U.S. labor markets 

appear to be 

improving as the 

“Unemployment 

Rate” is now 

below 5% since 

peaking at 10% in 

October of 2009.   

 

The “Labor  

Productivity 

Index” has 

trended upward 

since 2006, but 

has declined four  

consecutive 

quarters (to 106) 

since hitting an 

all-time high of 

107 in 3Q of 2015.   

In the United States, the productivity of nonfarm workers is measured as the output of goods and services per hour worked. Labor productivity is 

calculated by dividing an index of real output by an index of hours worked of all persons, including employees, proprietors, and unpaid family workers. 



U.S Labor Market – Wage Growth and Participation Rates 

9 Source: U.S. Department of Labor: Bureau of Labor Statistics 

U.S. labor 

markets appear 

to be improving 

as “Wage 

Growth” has 

been averaging 

4% or higher 

during the two 

years.   

 
The “Labor  

Participation 

Rate” remains 

below long-

term historical 

averages, but 

appears to 

have leveled 

out at slightly 

above 62.5% 

over the last 

year. 
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Actual Projected

2015 2016-2010

United States 2.4% 2.0%

Europe 1.9% 2.1%

Japan 0.5% 1.4%

Mature Economies 1.9% 2.1%

China 3.8% 4.5%

India 7.3% 6.0%

Emerging Economies 3.1% 4.0%

World Total 2.5% 3.1%

“World GDP Growth Rates” have declined to 2.5% from 2012 to 2015, 

with some “Experts” projecting slightly higher future growth rates. 

Source:  Historical Global GDP Growth Rates from The World Bank Group ,with Projected Growth Rates by The Conference Board.  
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Key:  Long-Term Treasury Rates Fell 0.85% Last Year 



12 

Last Year:  U.S. Fixed Income (Barclays Aggregate) returned 6% and the S&P 500 returned 4% last 

year.  In contrast, U.S. Small Cap Equity (Russel 2000) declined 6.7% and International Equity (MSCI 

EAFE) declined 10.2%.  The Bloomberg Commodity Index declined 13.5% during the last fiscal year. 



Historical Asset Class Market Returns – June 30, 2016 
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Last 5-Years: 
 

 U.S. Large Cap Equity (up 11.88%) has been one of the top performing asset classes in the last 

5-years, followed by Real Estate (up 11.51%) and U.S. Small Cap Equity (up 8.35%).  
  

 During the last 5-years, U.S. Bonds (up 3.76%) and High Yield (up 5.84%) performed generally 

in line with long-term expectations (along with Inflation Protected Debt, up 2.27%). 
 

 Emerging Market Equity (down 3.78%) and International Equity (up 1.68%) and International 

Debt (up 0.34%) performed poorly the last 5-years, although International Debt surpassed 

most other major indices last year (up 11.24%).   

Asset Class Benchmark 1-Year 3-Years 5-Years 10-Years

Large Cap US Stocks Russell 1000 2.93% 11.48% 11.88% 7.51%

Small Cap US Stocks Russell 2000 -6.73% 7.09% 8.35% 6.20%

Non-US Stocks (Developed) MSCI EAFE -10.16% 2.06% 1.68% 1.58%

Non-US Stocks (Emerging) MSCI Emerging Markets -12.05% -1.56% -3.78% 3.54%

US Bonds Barclays Aggregate 6.00% 4.06% 3.76% 5.13%

High Yield Bonds Barclays Corporate High Yield 1.62% 4.18% 5.84% 7.56%

International Debt Barclays Global Aggregate Ex-US 11.24% 1.85% 0.34% 4.00%

Inflation Protected Barclays Global Inflation Linked 2.55% 2.74% 2.27% 4.42%

Real Estate NCREIF 10.64% 11.61% 11.51% 7.40%

Period Ended June 30, 2016



Preliminary Investment Update - 
August 31, 2016 

 

 

 

 

 

 



15 NOTE:  All data is deemed to be materially accurate, but unaudited and subject to change.      

Preliminary Fund Update – August 31, 2016 
CULTURAL ENDOWMENT FUND

Preliminary Investment Performance

for the two month period ended

 AUGUST 31, 2016 Market Value Actual Policy Net

TOTAL CULTURAL ENDOWMENT FUND 396,366       100.0% 100.0% 3.47%

POLICY TARGET BENCHMARK 2.98%

Los Angeles Capital 39,735          10.0% 10.1% 3.23%

Russell 1000 Growth 4.20%

LSV 41,118          10.4% 10.1% 5.23%

Russell 1000 Value 3.70%

LA Capital 26,726          6.7% 6.8% 3.28%

Russell 1000 3.95%

Clifton Group 26,801          6.8% 6.8% 3.75%

S&P 500 3.83%

TOTAL LARGE CAP DOMESTIC EQUITY 134,379        33.9% 33.8% 3.94%

Russell 1000 3.95%

PIMCO RAE (formerly Research Affiliates) 19,575          4.9% 5.6% 7.51%

Clifton 25,969          6.6% 5.6% 7.56%

TOTAL SMALL CAP DOMESTIC EQUITY 45,544          11.5% 11.3% 7.52%

Russell 2000 7.84%

LSV 17,210          4.3% 4.0% 6.51%

MSCI EAFE 5.14%

William Blair 14,706          3.7% 4.0% 6.64%

MSCI ACWI ex-US IMI (Net)

DFA 4,230            1.1% 1.0% 7.60%

Vanguard (1) 4,267            1.1% 1.0% 5.43%

S&P/Citigroup Broad Market Index < $2BN 5.92%

TOTAL INTERNATIONAL EQUITY 40,413          10.2% 10.0% 6.55%

MSCI EAFE 5.14%

August-16

Allocation

Current

FYTD



16 NOTE:  All data is deemed to be materially accurate, but unaudited and subject to change. 

Preliminary Fund Update – August 31, 2016 

CULTURAL ENDOWMENT FUND

Preliminary Investment Performance

for the two month period ended

 AUGUST 31, 2016 Market Value Actual Policy Net

FIXED INCOME 0.01%

Western Asset 45,039          11.4% 11.8% 1.49%

Prudential 16,101          4.1% 3.0% 1.52%

PIMCO (DiSCO II) (1) 5,913            1.5% 1.5% 2.65%

PIMCO (BRAVO II) (1) 3,289            0.8% 0.8% 0.00%

BC Aggregate 0.52%

Declaration (Total Return) (1) 11,673          2.9% 2.9% 1.60%

3m LIBOR 0.12%

State Street 20,706          5.2% 5.2% 0.58%

BC Gov/Credit 0.59%

Wells Capital 45,469          11.5% 11.8% 2.63%

BC US Credit BAA 2.14%

TOTAL FIXED INCOME 148,189        37.4% 37.0% 1.73%

BC Aggregate 0.52%

JP Morgan 10,037          2.5% 2.5% 0.00%

Invesco 8,953            2.3% 2.5% 0.00%

TOTAL REAL ESTATE 18,990          4.8% 5.0% 0.00%

NCREIF Total Index 1.35%

Northern Trust (1) 8,851            0.03%

TOTAL CASH EQUIVALENTS 8,851            2.2% 3.0% 0.03%
90 Day T-Bill 0.05%

August-16

Allocation

Current

FYTD



Appendix of Supporting Materials 
SIB Background, Client Returns, Service Providers, Transparency 
Update, Callan’s Capital Market Expectations and Survey Results 

 

 

 

 

 

 



State Investment Board Members – August 31, 2016 
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The SIB includes 11 members with Lieutenant Governor Drew Wrigley serving as Chairman and 

includes State Treasurer Kelly Schmidt, the Commissioner of University and School Lands Lance 

Gaebe, the Director of Workforce Safety and Insurance designee Cindy Ternes, the Insurance 

Commissioner Adam Hamm, plus three TFFR board members and three PERS board members. 

 

The TFFR representatives include Michael Gessner, Rob Lech and Mel Olson noting that Mr. Lech also 

serves as the board parliamentarian. 

 

The PERS representatives include Mike Sandal, Tom Trenbeath and Yvonne Smith noting that Mr. Sandal 

also serves as Vice Chairman of the SIB. 
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RIO is an agency of the State of North Dakota. The agency was created by the 1989 Legislative Assembly to 

capture administrative and investment cost savings in the management of two important long-standing state 

programs – the retirement program of the Teachers’ Fund for Retirement (TFFR) and the investment program 

of the State Investment Board (SIB).  
 

The SIB is responsible for setting policies and procedures guiding the investment of over $11 billion in assets 

for seven pension funds and 16 other insurance-type funds. Their investments are divided into two investment 

trust funds and two individual investment accounts. Individual investment guidelines for each fund can be found 

in the Investment Section.  These guidelines include goals and objectives, risk tolerance, liquidity constraints, 

asset allocation and portfolio restrictions specific to each fund’s unique circumstances.  When creating 

investment pools to implement the asset allocations for each client fund, the SIB takes all of these guidelines 

into consideration in order to best meet the objectives of each fund and safeguard fund assets.  
 

The pension investment pool is made up of only qualified pension funds whose monies must be invested 

exclusively for the benefit of their participants. The insurance investment pool is made up of mainly insurance-

type funds, but also includes other funds that do not qualify as pension funds and would like to benefit from 

the cost savings of being pooled with other funds’ assets. All of these funds are invested in accordance with 

the “Prudent Investor Rule.” 
 

An important aspect of the prudent investor rule is that individual investments are considered not in isolation 

but in the context of the trust portfolio as a whole. Some new opportunities may appear risky when viewed 

alone. However, when part of a diversified mix of investments in stocks, bonds and other assets, they can 

increase returns often without increasing the overall portfolio risk and, in some cases, may help decrease the 

overall portfolio’s risk. 

North Dakota Retirement & Investment Office – Background 
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North Dakota Retirement & Investment Office – Awards 

The Government Finance Officers Association of the United States and Canada (GFOA) awarded a Certificate 

of Achievement for Excellence in Financial Reporting to RIO for its comprehensive annual financial report for 

the fiscal year ended June 30, 2015. This was the eighteenth consecutive year that RIO has achieved this 

prestigious award. In order to be awarded a Certificate of Achievement, a government must publish an easily 

readable and efficiently organized comprehensive annual financial report. This report must satisfy both generally 

accepted accounting principles and applicable legal requirements. 
 

A Certificate of Achievement is valid for a period of one year only. We believe that our current comprehensive 

annual financial report continues to meet the Certificate of Achievement Program’s requirements and we are 

submitting it to the GFOA to determine its eligibility for another certificate. 
 

TFFR also received the 2015 Public Pension Standards Award for Funding and Administration from the Public 

Pension Coordinating Council. To receive the award, the retirement system must certify that it meets specific 

professional standards for a comprehensive benefit program, actuarial valuations, financial reporting, 

investments, communications to members, and funding adequacy. 
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State Investment Board Process 
 

 

 

 

 

 

 

 

 

 

 

 

 

TFFR Board 
PERS Board 

(4 Funds) 
 

 

WSI Board 
Insurance Commissioner 

(4 Funds) 
State Board of  

Medical Examiners 

State Risk Mgmt 
 (2 Funds) 

Council on the Arts 
Cultural Endowment 

Legacy and Budget 
Stabilization Fund 
 Advisory Board 

 

 
Budget 

 Stabilization  Fund 

City of Bismarck  
Police Pension Board 

City of Bismarck  
Employee Pension Board 

City of Bismarck 
Deferred Sick Leave 

City of Grand Forks 
 Pension Fund 

City of Grand Forks  
Park District Pension Fund 

  
Pension Fund 

ND Association 
 of Counties 

            City of Fargo  
FargoDome Permanent  Fund 

State Investment Board 
(SIB) 

Custodian Bank 

Retirement and 
Investment Office (RIO) 

Investment Managers Investment Consultant 

Legacy Fund 

Center for Tobacco 
Prevention & Control 

SIB Client Boards: 
1. PERS 

2. TFFR 

3. City of Bismarck 

4. City of Grand Forks 

Employees 

5. City of Grand Forks 

Park District 

6. WSI 

7. Insurance 

Commissioner 

8. State Risk Mgmt. 

9. ND Association of 

Counties 

10. Council on the Arts 

11. State Board of 

Medical Examiners 

12. Center for Tobacco 

Prevention & Control 

13. City of Fargo 

14. Legacy & Budget 

Stabilization Fund 

Advisory Board 

 Legal Counsel, Actuaries   

& Independent Auditors 
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Client Responsibilities: (Per NDCC 21-10-02.1) The governing body of each fund (client) 
shall establish policies on investment goals and objectives and asset allocation that must 
include: 

 Acceptable rates of return, liquidity and levels of risk 

 Long-range asset allocation goals 
  

State Investment Board Responsibilities: (Per NDCC 21-10):  
 Accept and implement client asset allocations 
 Apply Prudent Investor Rule when investing for fund under its supervision 

 Approve general types of securities for investment 
 Set policies and procedures regulating securities transactions on behalf of the 

clients 
 Select custodian servicer 
 Select investment director and/or investment consulting service 

 Create investment pools 
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Retirement and Investment Office Staff Responsibilities (on behalf of SIB): 
 Administer overall investment strategy 

 Advise SIB on ways to maximize risk/return opportunities within each asset class 

 Act as liaison between SIB and managers, consultant and custodian 

 Monitor individual clients’ investment guidelines and asset allocations 

 Maintain separate accounting for client accounts 
 

Investment Manager Responsibilities: 
 Accept and implement specific mandates or “investment missions” 

 Make buy/sell decisions based on investment guidelines 

 Report to RIO Staff on regular basis 
 Provide education to SIB 
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Custodian Bank Responsibilities: 
 Safe-keep assets 
 Settle trades 
 Record-keeper 
 

Investment Consultant Responsibilities: 
 Performance measurement of investment managers 
 Manager search assistance 

 Provide education to SIB 

 Special projects 
 
Others Experts: 

 Legal Counsel 
 Independent Actuaries and Auditors   
 Specialists in custody and fee reviews and/or transaction cost analyses 
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 SIB client assets grew by approximately 6% (or 
$617 million) in the last year with the Legacy Fund 
creating the largest asset growth of $481 million 
primarily due to tax collections. 

 The Legacy Fund generated a net investment gain 
of 1.06% for the year ended June 30, 2016, 
slightly exceeding its performance benchmark.  
Since inception, the Legacy Fund has generated a 
net annualized return of 2.78% (over the last 4.75 
years) exceeding the performance benchmark of 
2.05%. 

 The Pension Trust posted a net return of 0.31%  in 
the last year.  During the last 5-years, the Pension 
Trust generated a net annualized return of 6.35%, 
exceeding the performance benchmark of 5.99%. 

 The Insurance Trust generated a net return of 
3.12% in the last year.  During the last 5-years, the 
Insurance Trust posted a net annualized return of 
4.83%, exceeding the performance benchmark of 
3.81%. 

 SIB client assets exceeded $11.3 billion as of June 
30, 2016, based on unaudited valuations. 

 Market Values  Market Values 

Fund Name  as of 6/30/16 (1)  as of 6/30/15  (2)

Pension Trust Fund 

Public Employees Retirement System (PERS) 2,459,388,086 2,422,579,595

Teachers' Fund for Retirement (TFFR) 2,082,183,640 2,103,807,355

Job Service of North Dakota Pension 96,392,560

City of Bismarck Employees Pension 82,441,003 81,745,817

City of Grand Forks Employees Pension 57,975,758 59,232,375

City of Bismarck Police Pension 33,983,598 35,889,940

Grand Forks Park District 5,720,245 6,035,136

City of Fargo Employees Pension 1,461

Subtotal Pension Trust Fund 4,721,692,330 4,805,684,242

Insurance Trust Fund  

Workforce Safety & Insurance (WSI) 1,832,104,203 1,762,659,138

Budget Stabilization Fund 575,918,381 574,011,151

ND Tobacco Control and Prevention 54,366,538

PERS Group Insurance Account 37,715,356 39,653,686

City of Fargo FargoDome Permanent Fund 38,782,721 41,007,046

State Fire and Tornado Fund 24,091,203 23,416,232

Petroleum Tank Release Compensation Fund 7,149,512 7,162,837

State Risk Management Fund 6,534,801 6,849,214

State Risk Management Workers Comp Fund 5,516,177 6,224,542

ND Association of Counties (NDACo) Fund 4,048,863 3,833,500

State Bonding Fund 3,296,372 3,180,023

ND Board of Medical Examiners 2,208,667 2,174,703

Insurance Regulatory Trust Fund 1,085,836 2,636,662

Bismarck Deferred Sick Leave Account 642,265 872,177

Cultural Endowment Fund 386,452 383,049

Subtotal Insurance Trust Fund 2,593,847,347 2,474,063,959

Legacy Trust Fund

Legacy Fund 3,809,485,177 3,328,631,303

PERS Retiree Insurance Credit Fund 101,623,224 97,671,060

Job Service of North Dakota Pension 96,588,333

Total Assets Under SIB Management 11,323,236,411 10,706,050,563

(1)  6/30/16 market values are unaudited and subject to change.
(2)  6/30/15 market values as stated in the Comprehensive Annual Financial Report.
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NDRIO – Consulting and Professional Services (June 30, 2016) 

Actuary 
 
The Segal Company 

Chicago, Illinois 

 

Auditor 
 

CliftonLarsonAllen LLP 

Baltimore, Maryland 

 

Legal Counsel 
 

Attorney General's Office 

Bismarck, North Dakota 
 
Ice Miller 

Chicago, Illinois 
 
K&L Gates 

Boston, Massachusetts 
 

Information Technology 
 
  Advent Software, Inc. 

  San Francisco, CA 
 
  CPAS Systems Inc. 

  Toronto, Ontario 

  

Master Custodian 
 

The Northern Trust Company 

Chicago, Illinois 

 

Investment Consultant and 

 Performance Measurement 
 

Callan Associates Inc. 

 San Francisco, California 
 

 Mercer LLC 

 Chicago, Illinois 
 

Novarca North America LLC 

Palo Alto, California 
 

Adams Street Partners, LLC 

Chicago, Illinois 

 

Investment Managers 
 

Adams Street Partners, LLC 

Chicago, Illinois 
 
 

Investment Managers (cont.) 
 
Axiom International Investors 

Greenwich, Connecticut 

 

Babson Capital Management LLC Boston, 

Massachusetts 
 
Brandywine Asset Management 

Wilmington, Delaware 
 
Callan Associates 

San Francisco, California 

 

Capital Group 

Los Angeles, California 
 
Corsair Capital 

New York, New York 
 
Declaration Mgmt & Research, LLC 

McLean, Virginia 
 
Dimensional Fund Advisors 

Chicago, Illinois 
 
EIG Energy Partners 

Los Angeles, California 
 
Epoch Investment Partners, Inc. 

New York, New York 
 
Goldman Sachs Asset Mgmt 

New York, New York 
 
Grosvenor Capital Management 

New York, NY 
 
Hearthstone Homebuilding Investors, LLC 

Encino, California 
 
INVESCO Realty Advisors  

Dallas, Texas 
 
InvestAmerica L&C, LLC 

Cedar Rapids, Iowa  
 
J.P. Morgan Invest. Mgmt, Inc. 

New York, New York 
 
Loomis Sayles & Company 

Boston, Massachusetts 
 
Los Angeles Capital Management 

Los Angeles, California 
 

LSV Asset Management 

Chicago, Illinois 
 
Matlin Patterson Global Advisers LLC 

New York, New York 
 

Investment Managers (cont.) 
 
Northern Trust Asset Management 

Chicago, Illinois 
 
 
Parametric Portfolio Associates 

DBA The Clifton Group 

Minneapolis, Minnesota 
 
PIMCO 

Newport Beach, California  
 
Prudential Investment Management 

Newark, New Jersey 
 
Quantum Energy Partners 

Houston, Texas 
 
Quantum Resources Mgmt, LLC 

Denver, Colorado 
 
Research Affiliates, LLC 

Newport Beach, California 
 
SEI Investments Management Co. 

Oaks, Pennsylvania 
 
State Street Global Advisors 

Boston, Massachusetts 
 
Timberland Investment  

Resources, LLC 

Atlanta, Georgia 
 
UBS Global Asset Management  

Chicago, Illinois 
 
The Vanguard Group 

Valley Forge, Pennsylvania 
 
Wellington Trust Company, NA 

Boston, Massachusetts 
 
Wells Capital Management, Inc. 

Menomonee Falls, Wisconsin 
 
Western Asset Management Co. 

Pasadena, California 

Note:  William Blair replaced Capital Group as an international equity investment manager on May 31, 2016. 
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Strategic Investment Belief / Goal:   

Although SIB meetings are open to the public and RIO is committed to adhering to all applicable 
open records laws, a transparency enhancement initiative was commenced in mid-2015 in order 
to make it easier for interested parties to gain access to information on RIO’s website.  RIO 
believes these actions support our desire to foster trust, understanding and support within our 
community.   
 

RIO’s Stated  Action Plan (as stated in our SIB Meeting Materials in 2015 and 2016): 

1) Enhance public access to our SIB Governance Manual by adding  a new hyperlink on our RIO 
website (hyperlink accessed by clicking on “SIB Governance Manual” under the “SIB / Board”  
section); http://www.nd.gov/rio/SIB/Board/GovernanceManual/default.htm  

2) Enhance public access to our SIB Meeting Materials by adding a new hyperlink on our RIO 
website (hyperlink accessed by clicking on “Meeting Materials” under the “SIB / Board” 
section); http://www.nd.gov/rio/SIB/Board/SIB%20Meeting%20Materials/default.htm  

3) Enhance public access to our SIB’s Audit Committee Charter and Meeting Materials by adding 
a new hyperlink on our RIO website (hyperlinks accessed by clicking on “SIB Audit Charter” or 
“Meeting Materials” under the “SIB  Audit” section). 
http://www.nd.gov/rio/SIB%20Audit/Board/default.htm  
 

http://www.nd.gov/rio/SIB/Board/GovernanceManual/default.htm
http://www.nd.gov/rio/SIB/Board/GovernanceManual/default.htm
http://www.nd.gov/rio/SIB/Board/SIB Meeting Materials/default.htm
http://www.nd.gov/rio/SIB/Board/SIB Meeting Materials/default.htm
http://www.nd.gov/rio/SIB Audit/Board/default.htm
http://www.nd.gov/rio/SIB Audit/Board/default.htm
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 The Fire and Tornado Fund ($25 million) has consistently surpassed its performance benchmark in 

recent years including a 6.75% net investment return for the 5-years ended June 30, 2016.     
 

 Asset allocation decisions are consistently the primary driver of returns and were responsible for “Policy Benchmark 

Returns” of 5.24% for the 5-years ended June 30, 2016.  Although asset allocation is paramount,  the selection of 

investment managers is important.  Successful active management occurs when an investor selects managers 

which outperform the underlying benchmark index. 
 

 The SIB has been successful in selecting active managers as evidenced by the Fire and Tornado Fund 

generating Excess Return of 1.51% for the 5-years ended June 30, 2016.   This translates into nearly 

$2 million of incremental income for the Fund over the last 5-years. 
 

 These returns were generated while adhering to prescribed investment guidelines noting that the actual risk 

(as measured by standard deviation) for the 5-years ended 6/30/2016 was within 1% of investment policy and 

generated a positive Risk Adjusted Excess Return of 0.35%. 

1 Yr Ended 3 Yrs Ended 5 Yrs Ended

Risk

5 Yrs 

Ended

Risk Adj 

Excess 

Return

5 Yrs Ended

6/30/2016 6/30/2016 6/30/2016 6/30/2016 6/30/2016

FIRE & TORNADO FUND

Total Fund Return - Net 2.67% 6.10% 6.75% 5.33% 0.35%

Policy Benchmark Return 2.58% 5.20% 5.24% 4.40%

Excess Return 0.09% 0.90% 1.51%



State Fire and Tornado Fund  
Asset Allocation 
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18.75%

6.25%

10%

55%

10%

Policy Allocation

Domestic Large Cap Equity

Domestic Small Cap Equity

International Equity

Fixed Income

Cash Equivalents

 Asset allocation decisions are consistently the # 1 driver of investment returns.  During the past year, actual 

asset allocations have consistently been with 1% of target allocations. 
 

 The fund generated a net investment return of 2.67% for the year ended June 30, 2016.  This was a function of 

the plan’s 55% allocation to Fixed Income which returned 6.3% last year due to sharply lower interest rates.  

International equity (down 10.7%) and U.S. small cap equity (down 5.3%) detracted from performance noting 

their allocations of 10% and 6.25%, respectively.  U.S. large cap equity generated a modest 2.7% return last year 

with an 18.75% allocation.  Cash returns were negligible at only 0.12%. 
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Note:  All amounts are deemed to be materially accurate, but are unaudited and subject to change. 

OVERALL PERFORMANCE:

Net investment returns for the 1-, 3- &

5-years ended June 30, 2016, exceed

the Policy Target Benchmarks. Market Value Actual Policy Gross(1)
Net Gross(1)

Net Gross(1)
Net Gross(1)

Net

TOTAL FIRE & TORNADO FUND 24,853,937 100% 100% 3.26% 3.20% 2.84% 2.67% 6.28% 6.10% 6.95% 6.75%

POLICY TARGET BENCHMARK 2.21% 2.21% 2.58% 2.58% 5.20% 5.20% 5.24% 5.24%

LARGE CAP DOMESTIC EQUITY 1.96%

Los Angeles Capital 1,399,804     5.6% 5.6% 3.56% 3.51% 5.44% 5.24% 14.28% 14.07% 13.79% 13.58%

Russell 1000 Growth 4.58% 4.58% 3.02% 3.02% 13.07% 13.07% 12.35% 12.35%

LSV 1,405,004     5.7% 5.6% 5.32% 5.25% -3.01% -3.30% 10.08% 9.78% 11.91% 11.61%

Russell 1000 Value 3.48% 3.48% 2.86% 2.86% 9.87% 9.87% 11.35% 11.35%

LA Capital 939,417        3.8% 3.8% 3.36% 3.33% 5.96% 5.82% 12.61% 12.48% 13.05% 12.89%

Russell 1000 4.03% 4.03% 2.94% 2.94% 11.48% 11.48% 11.88% 11.88%

Clifton Group 941,413        3.8% 3.8% 3.92% 3.73% 5.29% 5.22% 12.07% 11.99% 12.53% 12.42%

S&P 500 3.85% 3.85% 3.99% 3.99% 11.66% 11.66% 12.10% 12.10%

TOTAL LARGE CAP DOMESTIC EQUITY 4,685,638     18.9% 18.8% 4.12% 4.03% 2.91% 2.72% 12.25% 12.05% 12.86% 12.65%

Russell 1000 4.03% 4.03% 2.94% 2.94% 11.48% 11.48% 12.11% 12.11%

SMALL CAP DOMESTIC EQUITY 1.93%

PIMCO RAE (formerly Research Affiliates) 697,317        2.8% 3.1% 8.60% 8.53% -3.87% -4.14% 8.14% 7.81% 9.82% 9.43%

Clifton 869,813        3.5% 3.1% 9.50% 8.93% -5.52% -5.98% 8.43% 8.04% 9.67% 9.26%

TOTAL SMALL CAP DOMESTIC EQUITY 1,567,130     6.3% 6.3% 9.08% 8.73% -4.85% -5.27% 8.46% 8.09% 9.86% 9.45%

Russell 2000 9.05% 9.05% -6.73% -6.73% 7.09% 7.09% 8.35% 8.35%

INTERNATIONAL EQUITY 1.40%

LSV 1,055,334     4.2% 4.0% 8.55% 8.45% -11.21% -11.55% 2.98% 2.58% 2.44% 2.00%

MSCI EAFE 6.43% 6.43% -10.16% -10.16% 2.06% 2.06% 1.68% 1.68%

William Blair 911,029        3.7% 4.0% 9.76% 9.72% N/A N/A N/A N/A N/A N/A

MSCI ACWI ex-US IMI (Net)

DFA 261,710        1.1% 1.0% 10.54% 10.54% -9.28% -9.28% 6.22% 6.01% 4.41% 3.98%

Vanguard (1) 264,231        1.1% 1.0% 8.43% 8.43% -7.27% -7.27% 6.62% 6.48% 4.02% 3.77%

S&P/Citigroup Broad Market Index < $2BN 9.15% 9.15% -3.37% -3.37% 7.29% 7.29% 7.29% 4.37%

TOTAL INTERNATIONAL EQUITY 2,492,303     10.0% 10.0% 9.19% 9.13% -10.44% -10.74% 3.31% 2.94% 2.74% 2.31%

MSCI EAFE 6.43% 6.43% -10.16% -10.16% 2.06% 2.06% 1.68% 1.68%

September-16

Allocation

Ended

Fiscal Year

Ended June 30, 2016

Three Months

Ended Sep. 30, 2016

5 Years

6/30/2016

3 Years

Ended

6/30/2016
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Note:  All amounts are deemed to be materially accurate, but are unaudited and subject to change. 

OVERALL PERFORMANCE:

Net investment returns for the 1-, 3- &

5-years ended June 30, 2016, exceed

the Policy Target Benchmarks. Market Value Actual Policy Gross(1)
Net Gross(1)

Net Gross(1)
Net Gross(1)

Net

FIXED INCOME 1.33%

Western Asset 4,135,741     16.6% 17.4% 1.66% 1.62% 6.79% 6.64% 5.21% 5.07% 5.32% 5.16%

Prudential 1,476,948     5.9% 4.4% 1.55% 1.48% 7.12% 6.83% 5.36% 5.08% 5.51% 5.22%

PIMCO (DiSCO II) (1) 596,478        2.4% 2.4% 4.15% 4.15% 4.39% 4.39% N/A N/A N/A N/A

PIMCO (BRAVO II) (1) 327,038        1.3% 1.3% 0.00% 0.00% 7.02% 7.02% N/A N/A N/A N/A

BC Aggregate 0.46% 0.46% 6.00% 6.00% 4.06% 4.06% 3.76% 3.76%

Declaration (Total Return) (1) 1,086,771     4.4% 4.4% 2.16% 2.16% 2.59% 2.59% N/A N/A N/A N/A

3m LIBOR 0.19% 0.19% 0.49% 0.49%

State Street 1,873,510     7.5% 7.7% 0.39% 0.39% 6.71% 6.68% N/A N/A N/A N/A

BC Gov/Credit 0.40% 0.40% 6.70% 6.70%

Wells Capital 4,132,153     16.6% 17.4% 2.40% 2.35% 7.19% 6.99% 5.98% 5.79% 6.22% 6.01%

BC US Credit BAA 1.94% 1.94% 6.93% 6.93% 4.90% 4.90% 5.33% 5.33%

TOTAL FIXED INCOME 13,628,640   54.8% 55.0% 1.85% 1.82% 6.42% 6.29% 5.50% 5.36% 6.23% 6.07%

BC Aggregate 0.46% 0.46% 6.00% 6.00% 4.06% 4.06% 3.76% 3.76%

Northern Trust (1) 1,372,299     0.04% 0.04% 0.12% 0.12% N/A N/A N/A N/A

Bank of ND 1,107,927     

TOTAL CASH EQUIVALENTS 2,480,226     10.0% 10.0% 0.06% 0.06% 0.12% 0.12% 0.05% 0.05% 0.13% 0.13%
90 Day T-Bill 0.10% 0.10% 0.19% 0.19% 0.09% 0.09% 0.09% 0.09%

September-16

Allocation

Ended

Fiscal Year

Ended June 30, 2016

Three Months

Ended Sep. 30, 2016

5 Years

6/30/2016

3 Years

Ended

6/30/2016

Fixed Income represents the largest asset allocation at 55% and has consistently beat the performance 

benchmark for the 1-, 3- and 5-years ended June 30, 2016,  in addition to the quarter ended September 30, 2016. 
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During the last three-years, investment management fees and expenses as a % of average assets 

under management declined from 0.65% in fiscal 2013 to 0.51% in fiscal 2014 to 0.48% in fiscal 2015 

and to less than 0.45% in fiscal 2016.   

 

 

 

 

 

 

 

 

 

 

  Based on $10 billion of average assets under management, this 20+ bps decline between fiscal 

2013 and fiscal 2016 translates into approximately $20 million of annual incremental savings.   

 

  RIO will diligently work to prudently manage all SIB client investment fees and expenses, but 

acknowledges it will be challenging to reduce fees and expenses below 45 bps (0.45%) per annum in 

future years.  Current fiscal years results were materially impacted by low incentive performance fees. 
 

A basis point (or “bp”) is equal to one one-hundredth of one percent (or 0.01%) such that 100 basis points (“bps”) is equivalent to 1%. 

Note:  All amounts are deemed to be materially accurate, but are unaudited and subject to change. 

Investment Fees Average "Assets % of 

All State Investment Board Clients and Expenses Under Management" "AUM"
a b a / b 

Fiscal Year Ended June 30, 2013 $45 million $6.9 billion 0.65%
 

Fiscal Year Ended June 30, 2014 $44 million $8.6 billion 0.51%
 

Fiscal Year Ended June 30, 2015 $48 million $10.1 billion 0.48%
 

Fiscal Year Ended June 30, 2016 $46 million $10.9 billion 0.42%

Note: Investment management fees and expenses for Insurance Trust 

 clients range from approximately 0.20% to 0.40% per annum. 
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State Bonding Fund 
Annual Investment Review 
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 The State Bonding Fund ($3.3 million) has posted strong results in recent years including a Total Fund 

Return (after fees) of 3.4% for the 5-years ended June 30, 2016.   
 

 Asset allocation decisions are consistently the primary driver of returns and were responsible for a “Policy Benchmark 

Return” of 2.1% for the 5-years ended 6/30/2016. 
 

 Although asset allocation is paramount,  the selection of investment managers is important.  Successful active 

management occurs when an investor selects managers which outperform the underlying benchmark index. 
 

 The SIB has been successful in selecting active managers as evidenced by the State Bonding 

Fund generating Excess Return of 1.3% for the 5-years ended June 30, 2016.    
 

 These returns were generated while adhering to prescribed investment guidelines noting that the actual risk 

(as measured by standard deviation) for the 5-years ended 6/30/2016 was within 0.2% of investment policy 

and generated a positive Risk Adjusted Excess Return of 0.95%. 

 . 

1 Yr Ended 3 Yrs Ended 5 Yrs Ended

Risk

5 Yrs 

Ended

Risk Adj 

Excess 

Return

5 Yrs Ended

6/30/2016 6/30/2016 6/30/2016 6/30/2016 6/30/2016

STATE BONDING FUND

Total Fund Return - Net 3.48% 2.92% 3.40% 1.86% 0.95%

Policy Benchmark Return 3.35% 2.26% 2.10% 1.66%

Excess Return 0.13% 0.66% 1.30%



State Bonding Fund Asset Allocation 
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55%
45%

Policy Allocation

Fixed Income

Cash Equivalents

 Asset allocation decisions are consistently the # 1 driver of investment returns.   
 

 During the past year, the fixed income investments within the State Bonding Fund generated a 3.48% 

return while cash investment income were negligible in the current low interest rate environment 

particularly for short term funds with high liquidity requirements.  
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Note:  All amounts are deemed to be materially accurate, but are unaudited and subject to change. 

Fixed Income has consistently beat the Barclays Aggregate performance benchmark for the 

1-, 3- and 5-years ended June 30, 2016,  in addition to the quarter ended September 30, 2016. 

OVERALL PERFORMANCE:

Net investment returns for the 1-, 3- &

5-years ended June 30, 2016, exceed

the Policy Target Benchmarks. Market Value Actual Policy Gross(1)
Net Gross(1)

Net Gross(1)
Net Gross(1)

Net

TOTAL BONDING FUND 3,329,117      100.0% 100.0% 1.04% 1.02% 3.55% 3.48% 3.00% 2.92% 3.49% 3.40%

POLICY TARGET BENCHMARK 0.30% 0.30% 3.35% 3.35% 2.26% 2.26% 2.10% 2.10%

FIXED INCOME 0.18%

Western Asset 556,775        16.7% 17.5% 1.66% 1.62% 6.79% 6.64% 5.21% 5.07% 5.32% 5.16%

Prudential 198,835        6.0% 4.4% 1.55% 1.48% 7.12% 6.83% 5.36% 5.08% 5.51% 5.22%

PIMCO (DiSCO II) (1) 77,429          2.3% 2.3% 4.15% 4.15% 4.39% 4.39% N/A N/A N/A N/A

PIMCO (BRAVO II) (1) 42,453          1.3% 1.3% 0.00% 0.00% 7.02% 7.02% N/A N/A N/A N/A

BC Aggregate 0.46% 0.46% 6.00% 6.00% 4.06% 4.06% 3.76% 3.76%

Declaration (Total Return) (1) 146,307        4.4% 4.4% 2.16% 2.16% 2.59% 2.59% N/A N/A N/A N/A

3m LIBOR 0.19% 0.19% 0.49% 0.49%

State Street 252,222        7.6% 7.7% 0.39% 0.39% 6.71% 6.68% N/A N/A N/A N/A

BC Gov/Credit 0.40% 0.40% 6.70% 6.70%

Wells Capital 556,292        16.7% 17.5% 2.40% 2.35% 7.19% 6.99% 5.98% 5.79% 6.22% 6.01%

BC US Credit BAA 1.94% 1.94% 6.93% 6.93% 4.90% 4.90% 5.33% 5.33%

TOTAL FIXED INCOME 1,830,314     55.0% 55.0% 1.85% 1.82% 6.42% 6.29% 5.50% 5.36% 6.23% 6.07%

BC Aggregate 0.46% 0.46% 6.00% 6.00% 4.06% 4.06% 3.76% 3.76%

CASH EQUIVALENTS 2.23%

Northern Trust (1) 829,282        0.04% 0.04% 0.12% 0.12% N/A N/A N/A N/A

Bank of ND 669,522        

TOTAL CASH EQUIVALENTS 1,498,803     45.0% 45.0% 0.06% 0.06% 0.12% 0.12% 0.05% 0.05% 0.13% 0.13%
90 Day T-Bill 0.10% 0.10% 0.19% 0.19% 0.09% 0.09% 0.09% 0.09%

September-16

Allocation 6/30/2016

Ended

6/30/2016

5 YearsFiscal Year

Ended June 30, 2016

3 Years

Ended

Three Months

Ended Sep. 30, 2016

The State Bonding Fund has performed well in recent years noting its 55% 

allocation to fixed income benefitted from a significant decline in rates in fiscal 2016. 
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Petroleum Tank Release Compensation Fund 
Annual Investment Review 

 

 

 

 

 

 



Petroleum Tank Release Fund Performance – 6/30/16 
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 The Petroleum Tank Release Compensation Fund ($7.15 million) has posted strong returns in recent 

years including an 3.06% net return (after fees) for the 5-years ended June 30, 2016.   
 

 Asset allocation decisions are consistently the primary driver of returns and were responsible for “Policy Benchmark 

Return” of 1.92% for the 5-years ended 6/30/2016. 
 

 Although asset allocation is paramount,  the selection of investment managers is important.  Successful active 

management occurs when an investor selects managers which outperform the underlying benchmark index. 
 

 The SIB has been successful in selecting active managers as evidenced by the Petroleum Tank 

Release Fund generating Excess Return of 1.14% for the 5-years ended 6/30/2016.    
 

 These returns were generated while adhering to prescribed investment guidelines noting that the actual risk 

(as measured by standard deviation) for the 5-years ended 6/30/2016 was within 0.15% of investment policy 

and generated a positive Risk Adjusted Excess Return of 0.88%. 

1 Yr Ended 3 Yrs Ended 5 Yrs Ended

Risk

5 Yrs 

Ended

Risk Adj 

Excess 

Return

5 Yrs Ended

6/30/2016 6/30/2016 6/30/2016 6/30/2016 6/30/2016

PETROLEUM TANK RELEASE COMPENSATION FUND

Total Fund Return - Net 3.17% 2.66% 3.06% 1.65% 0.88%

Policy Benchmark Return 3.06% 2.06% 1.92% 1.51%

Excess Return 0.11% 0.60% 1.14%



Petroleum Tank Release Compensation Fund  
Asset Allocation 
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50%50%

Policy Allocation

Fixed Income

Cash Equivalents

 Asset allocation decisions are consistently the # 1 driver of investment returns.   
 

 During the past year, fixed income investments within the Petroleum Tank Release Compensation Fund 

generated a 3.17% return while cash investment income were negligible in the current low interest rate 

environment particularly for short term funds with high liquidity requirements.  
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Note:  All amounts are deemed to be materially accurate, but are unaudited and subject to change. 

Fixed Income has consistently beat the Barclays Aggregate performance benchmark for the 

1-, 3- and 5-years ended June 30, 2016,  in addition to the quarter ended September 30, 2016. 

The Petroleum Tank Release Fund has performed well noting its 55% allocation 

to fixed income benefitted from a significant decline in rates in fiscal 2016. 

OVERALL PERFORMANCE:

Net investment returns for the 1-, 3- &

5-years ended June 30, 2016, exceed

the Policy Target Benchmarks. Market Value Actual Policy Gross(1)
Net Gross(1)

Net Gross(1)
Net Gross(1)

Net

TOTAL PETROLEUM TANK RELEASE FUND7,214,431      100.0% 100.0% 0.95% 0.94% 3.23% 3.17% 2.72% 2.65% 3.13% 3.05%

POLICY TARGET BENCHMARK 0.28% 0.28% 3.06% 3.06% 2.07% 2.07% 1.92% 1.92%

FIXED INCOME 0.35%

Western Asset 1,096,784      15.2% 15.9% 1.66% 1.62% 6.79% 6.64% 5.21% 5.07% 5.32% 5.16%

Prudential 391,681        5.4% 4.0% 1.55% 1.48% 7.12% 6.83% 5.36% 5.08% 5.51% 5.22%

PIMCO (DiSCO II) (1) 152,492        2.1% 2.1% 4.15% 4.15% 4.39% 4.39% N/A N/A N/A N/A

PIMCO (BRAVO II) (1) 83,609          1.2% 1.2% 0.00% 0.00% 7.02% 7.02% N/A N/A N/A N/A

BC Aggregate 0.46% 0.46% 6.00% 6.00% 4.06% 4.06% 3.76% 3.76%

Declaration (Total Return) (1) 288,208        4.0% 4.0% 2.16% 2.16% 2.59% 2.59% N/A N/A N/A N/A

3m LIBOR 0.19% 0.19% 0.49% 0.49%

State Street 496,849        6.9% 7.0% 0.39% 0.39% 6.71% 6.68% N/A N/A N/A N/A

BC Gov/Credit 0.40% 0.40% 6.70% 6.70%

Wells Capital 1,095,833      15.2% 15.9% 2.40% 2.35% 7.19% 6.99% 5.98% 5.79% 6.22% 6.01%

BC US Credit BAA 1.94% 1.94% 6.93% 6.93% 4.90% 4.90% 5.33% 5.33%

TOTAL FIXED INCOME 3,605,457     50.0% 50.0% 1.85% 1.82% 6.42% 6.29% 5.50% 5.36% 6.23% 6.07%

BC Aggregate 0.46% 0.46% 6.00% 6.00% 4.06% 4.06% 3.76% 3.76%

CASH EQUIVALENTS 5.37%

Northern Trust (1) 1,996,830      0.04% 0.04% 0.12% 0.12% N/A N/A N/A N/A

Bank of ND 1,612,144      

TOTAL CASH EQUIVALENTS 3,608,974     50.0% 50.0% 0.06% 0.06% 0.12% 0.12% 0.05% 0.05% 0.13% 0.13%
90 Day T-Bill 0.10% 0.10% 0.19% 0.19% 0.09% 0.09% 0.09% 0.09%

September-16

Allocation

Ended

6/30/2016 6/30/2016

5 YearsFiscal Year

Ended June 30, 2016

3 Years

Ended

Three Months

Ended Sep. 30, 2016
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Insurance Regulatory Trust Fund 
Annual Investment Review 

 

 

 

 

 

 



Insurance Regulatory Trust Performance – 6/30/16 
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 The Insurance Regulatory Trust Fund ($1.1 million) has posted strong results in recent years including 

a Total Fund Net Return (after fees) of 4.87% for the 5-years ended June 30, 2016.   
 

 Asset allocation decisions are consistently the primary driver of returns and were responsible for a “Policy Benchmark 

Return” of 3.91% for the years ended 6/30/2016. 
 

 Although asset allocation is paramount,  the selection of investment managers is important.  Successful active 

management occurs when an investor selects managers which outperform the underlying benchmark index. 
 

 The SIB has been successful in selecting active managers as evidenced by the Insurance 

Regulatory Trust Fund generating Excess Return of 0.96% for the 5-years ended June 30, 2016.    
 

 These returns were generated while adhering to prescribed investment guidelines noting that the actual risk 

(as measured by standard deviation) for the 5-years ended 6/30/2016 was within 0.65% of investment policy 

and generated a positive Risk Adjusted Excess Return of 0.27%. 

1 Yr Ended 3 Yrs Ended 5 Yrs Ended

Risk

5 Yrs 

Ended

Risk Adj 

Excess 

Return

5 Yrs Ended

6/30/2016 6/30/2016 6/30/2016 6/30/2016 6/30/2016

INSURANCE REGULATORY TRUST FUND (IRTF)

Total Fund Return - Net 1.46% 4.38% 4.87% 4.46% 0.27%

Policy Benchmark Return 1.40% 3.86% 3.91% 3.82%

Excess Return 0.06% 0.52% 0.96%



Insurance Regulatory Trust Fund Asset Allocation 
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15%
5%

10%

35%

35%

Policy Allocation

Domestic Large Cap Equity

Domestic Small Cap Equity

International Equity

Fixed Income

Cash Equivalents

 Asset allocation decisions are consistently the # 1 driver of investment returns.  During the past year, actual 

asset allocations have consistently been with 1% of target allocations. 
 

 The fund generated a net investment return of 1.46% for the year ended June 30, 2016.  This was largely due to 

the plan’s 35% allocation to both Cash and Fixed Income which returned 0.12% and 6.3%, respectively, last year.  

International equity (down 10.7%) and U.S. small cap equity (down 5.3%) detracted from performance noting 

their allocations of 10% and 5%, respectively.  U.S. large cap equity generated a modest 2.7% return last year 

with a15% allocation.   



33 
Note:  All amounts are deemed to be materially accurate, but are unaudited and subject to change. 

OVERALL PERFORMANCE:

Net investment returns for the 1-, 3- &

5-years ended June 30, 2016, exceed

the Policy Target Benchmarks. Market Value Actual Policy Gross(1)
Net Gross(1)

Net Gross(1)
Net Gross(1)

Net

TOTAL INSURANCE REGULATORY TRUST 1,232,868      100.0% 100.0% 2.63% 2.59% 1.58% 1.46% 4.52% 4.39% 5.03% 4.88%

POLICY TARGET BENCHMARK 1.88% 1.88% 1.40% 1.40% 3.86% 3.86% 3.92% 3.92%

Los Angeles Capital 56,631          4.6% 4.5% 3.56% 3.51% 5.44% 5.24% 14.28% 14.07% 13.79% 13.58%

Russell 1000 Growth 4.58% 4.58% 3.02% 3.02% 13.07% 13.07% 12.35% 12.35%

LSV 56,841          4.6% 4.5% 5.32% 5.25% -3.01% -3.30% 10.08% 9.78% 11.91% 11.61%

Russell 1000 Value 3.48% 3.48% 2.86% 2.86% 9.87% 9.87% 11.35% 11.35%

LA Capital 38,005          3.1% 3.0% 3.36% 3.33% 5.96% 5.82% 12.61% 12.48% 13.05% 12.89%

Russell 1000 4.03% 4.03% 2.94% 2.94% 11.48% 11.48% 11.88% 11.88%

Clifton Group 38,086          3.1% 3.0% 3.92% 3.73% 5.29% 5.22% 12.07% 11.99% 12.53% 12.42%

S&P 500 3.85% 3.85% 3.99% 3.99% 11.66% 11.66% 12.10% 12.10%

TOTAL LARGE CAP DOMESTIC EQUITY 189,564        15.4% 15.0% 4.12% 4.03% 2.91% 2.72% 12.25% 12.05% 12.86% 12.65%

Russell 1000 4.03% 4.03% 2.94% 2.94% 11.48% 11.48% 12.11% 12.11%

PIMCO RAE (formerly Research Affiliates) 28,466          2.3% 2.5% 8.60% 8.53% -3.87% -4.14% 8.14% 7.81% 9.82% 9.43%

Clifton 35,508          2.9% 2.5% 9.50% 8.93% -5.52% -5.98% 8.43% 8.04% 9.67% 9.26%

TOTAL SMALL CAP DOMESTIC EQUITY 63,974          5.2% 5.0% 9.08% 8.73% -4.85% -5.27% 8.46% 8.09% 9.86% 9.45%

Russell 2000 9.05% 9.05% -6.73% -6.73% 7.09% 7.09% 8.35% 8.35%

LSV 52,834          4.3% 4.0% 8.55% 8.45% -11.21% -11.55% 2.98% 2.58% 2.44% 2.00%

MSCI EAFE 6.43% 6.43% -10.16% -10.16% 2.06% 2.06% 1.68% 1.68%

William Blair 45,610          3.7% 4.0% 9.76% 9.72% N/A N/A N/A N/A N/A N/A

MSCI ACWI ex-US IMI (Net)

DFA 13,102          1.1% 1.0% 10.54% 10.54% -9.28% -9.28% 6.22% 6.01% 4.41% 3.98%

Vanguard (1) 13,228          1.1% 1.0% 8.43% 8.43% -7.27% -7.27% 6.62% 6.48% 4.02% 3.77%

S&P/Citigroup Broad Market Index < $2BN 9.15% 9.15% -3.37% -3.37% 7.29% 7.29% 7.29% 4.37%

TOTAL INTERNATIONAL EQUITY 124,774        10.1% 10.0% 9.19% 9.13% -10.44% -10.74% 3.31% 2.94% 2.74% 2.31%

MSCI EAFE 6.43% 6.43% -10.16% -10.16% 2.06% 2.06% 1.68% 1.68%

September-16

Allocation

Ended

6/30/2016 6/30/2016

5 YearsFiscal Year

Ended June 30, 2016

3 Years

Ended

Three Months

Ended Sep. 30, 2016
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Note:  All amounts are deemed to be materially accurate, but are unaudited and subject to change. 

OVERALL PERFORMANCE:

Net investment returns for the 1-, 3- &

5-years ended June 30, 2016, exceed

the Policy Target Benchmarks. Actual Policy Gross(1)
Net Gross(1)

Net Gross(1)
Net Gross(1)

Net

FIXED INCOME 0.04%

Western Asset 133,812   10.9% 11.6% 1.66% 1.62% 6.79% 6.64% 5.21% 5.07% 5.32% 5.16%

Prudential 47,787     3.9% 2.8% 1.55% 1.48% 7.12% 6.83% 5.36% 5.08% 5.51% 5.22%

PIMCO (DiSCO II) (1) 9,742      0.8% 0.8% 4.15% 4.15% 4.39% 4.39% N/A N/A N/A N/A

PIMCO (BRAVO II) (1) 5,341      0.4% 0.4% 0.00% 0.00% 7.02% 7.02% N/A N/A N/A N/A

BC Aggregate 0.46% 0.46% 6.00% 6.00% 4.06% 4.06% 3.76% 3.76%

Declaration (Total Return) (1) 35,162     2.9% 2.9% 2.16% 2.16% 2.59% 2.59% N/A N/A N/A N/A

3m LIBOR 0.19% 0.19% 0.49% 0.49%

State Street 60,617     4.9% 4.9% 0.39% 0.39% 6.71% 6.68% N/A N/A N/A N/A

BC Gov/Credit 0.40% 0.40% 6.70% 6.70%

Wells Capital 133,696   10.8% 11.6% 2.40% 2.35% 7.19% 6.99% 5.98% 5.79% 6.22% 6.01%

BC US Credit BAA 1.94% 1.94% 6.93% 6.93% 4.90% 4.90% 5.33% 5.33%

TOTAL FIXED INCOME 426,158  34.6% 35.0% 1.85% 1.82% 6.42% 6.29% 5.50% 5.36% 6.23% 6.07%

BC Aggregate 0.46% 0.46% 6.00% 6.00% 4.06% 4.06% 3.76% 3.76%

CASH EQUIVALENTS 0.64%

Northern Trust (1) 237,031   0.04% 0.04% 0.12% 0.12% N/A N/A N/A N/A

Bank of ND 191,367   

TOTAL CASH EQUIVALENTS 428,398  34.7% 35.0% 0.06% 0.06% 0.12% 0.12% 0.05% 0.05% 0.13% 0.13%
90 Day T-Bill 0.10% 0.10% 0.19% 0.19% 0.09% 0.09% 0.09% 0.09%

 Market 

Value 

September-16

Allocation

Ended

6/30/2016 6/30/2016

5 YearsFiscal Year

Ended June 30, 2016

3 Years

Ended

Three Months

Ended Sep. 30, 2016

The Insurance Regulatory Trust Fund had disappointing returns last year due 

to weak results in the global equities and negligible Cash income.  However, 

Net Returns for the 3- and 5-years ended June 30, 2016, exceeded 4% per year. 
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State Investment Board – Client Assets Under Management 
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 SIB client assets grew by approximately 6% (or 
$617 million) in the last year with the Legacy Fund 
creating the largest asset growth of $481 million 
primarily due to tax collections. 

 The Legacy Fund generated a net investment gain 
of 1.06% for the year ended June 30, 2016, 
slightly exceeding its performance benchmark.  
Since inception, the Legacy Fund has generated a 
net annualized return of 2.78% (over the last 4.75 
years) exceeding the performance benchmark of 
2.05%. 

 The Pension Trust posted a net return of 0.31%  in 
the last year.  During the last 5-years, the Pension 
Trust generated a net annualized return of 6.35%, 
exceeding the performance benchmark of 5.99%. 

 The Insurance Trust generated a net return of 
3.12% in the last year.  During the last 5-years, the 
Insurance Trust posted a net annualized return of 
4.83%, exceeding the performance benchmark of 
3.81%. 

 SIB client assets exceeded $11.3 billion as of June 
30, 2016, based on unaudited valuations. 

 Market Values  Market Values 

Fund Name  as of 6/30/16 (1)  as of 6/30/15  (2)

Pension Trust Fund 

Public Employees Retirement System (PERS) 2,459,388,086 2,422,579,595

Teachers' Fund for Retirement (TFFR) 2,082,183,640 2,103,807,355

Job Service of North Dakota Pension 96,392,560

City of Bismarck Employees Pension 82,441,003 81,745,817

City of Grand Forks Employees Pension 57,975,758 59,232,375

City of Bismarck Police Pension 33,983,598 35,889,940

Grand Forks Park District 5,720,245 6,035,136

City of Fargo Employees Pension 1,461

Subtotal Pension Trust Fund 4,721,692,330 4,805,684,242

Insurance Trust Fund  

Workforce Safety & Insurance (WSI) 1,832,104,203 1,762,659,138

Budget Stabilization Fund 575,918,381 574,011,151

ND Tobacco Control and Prevention 54,366,538

PERS Group Insurance Account 37,715,356 39,653,686

City of Fargo FargoDome Permanent Fund 38,782,721 41,007,046

State Fire and Tornado Fund 24,091,203 23,416,232

Petroleum Tank Release Compensation Fund 7,149,512 7,162,837

State Risk Management Fund 6,534,801 6,849,214

State Risk Management Workers Comp Fund 5,516,177 6,224,542

ND Association of Counties (NDACo) Fund 4,048,863 3,833,500

State Bonding Fund 3,296,372 3,180,023

ND Board of Medical Examiners 2,208,667 2,174,703

Insurance Regulatory Trust Fund 1,085,836 2,636,662

Bismarck Deferred Sick Leave Account 642,265 872,177

Cultural Endowment Fund 386,452 383,049

Subtotal Insurance Trust Fund 2,593,847,347 2,474,063,959

Legacy Trust Fund

Legacy Fund 3,809,485,177 3,328,631,303

PERS Retiree Insurance Credit Fund 101,623,224 97,671,060

Job Service of North Dakota Pension 96,588,333

Total Assets Under SIB Management 11,323,236,411 10,706,050,563

(1)  6/30/16 market values are unaudited and subject to change.
(2)  6/30/15 market values as stated in the Comprehensive Annual Financial Report.
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NDRIO – Consulting and Professional Services (June 30, 2016) 

Actuary 
 
The Segal Company 

Chicago, Illinois 

 

Auditor 
 

CliftonLarsonAllen LLP 

Baltimore, Maryland 

 

Legal Counsel 
 

Attorney General's Office 

Bismarck, North Dakota 
 
Ice Miller 

Chicago, Illinois 
 
K&L Gates 

Boston, Massachusetts 
 

Information Technology 
 
  Advent Software, Inc. 

  San Francisco, CA 
 
  CPAS Systems Inc. 

  Toronto, Ontario 

  

Master Custodian 
 

The Northern Trust Company 

Chicago, Illinois 

 

Investment Consultant and 

 Performance Measurement 
 

Callan Associates Inc. 

 San Francisco, California 
 

 Mercer LLC 

 Chicago, Illinois 
 

Novarca North America LLC 

Palo Alto, California 
 

Adams Street Partners, LLC 

Chicago, Illinois 

 

Investment Managers 
 

Adams Street Partners, LLC 

Chicago, Illinois 
 
 

Investment Managers (cont.) 
 
Axiom International Investors 

Greenwich, Connecticut 

 

Babson Capital Management LLC Boston, 

Massachusetts 
 
Brandywine Asset Management 

Wilmington, Delaware 
 
Callan Associates 

San Francisco, California 

 

Capital Group 

Los Angeles, California 
 
Corsair Capital 

New York, New York 
 
Declaration Mgmt & Research, LLC 

McLean, Virginia 
 
Dimensional Fund Advisors 

Chicago, Illinois 
 
EIG Energy Partners 

Los Angeles, California 
 
Epoch Investment Partners, Inc. 

New York, New York 
 
Goldman Sachs Asset Mgmt 

New York, New York 
 
Grosvenor Capital Management 

New York, NY 
 
Hearthstone Homebuilding Investors, LLC 

Encino, California 
 
INVESCO Realty Advisors  

Dallas, Texas 
 
InvestAmerica L&C, LLC 

Cedar Rapids, Iowa  
 
J.P. Morgan Invest. Mgmt, Inc. 

New York, New York 
 
Loomis Sayles & Company 

Boston, Massachusetts 
 
Los Angeles Capital Management 

Los Angeles, California 
 

LSV Asset Management 

Chicago, Illinois 
 
Matlin Patterson Global Advisers LLC 

New York, New York 
 

Investment Managers (cont.) 
 
Northern Trust Asset Management 

Chicago, Illinois 
 
 
Parametric Portfolio Associates 

DBA The Clifton Group 

Minneapolis, Minnesota 
 
PIMCO 

Newport Beach, California  
 
Prudential Investment Management 

Newark, New Jersey 
 
Quantum Energy Partners 

Houston, Texas 
 
Quantum Resources Mgmt, LLC 

Denver, Colorado 
 
Research Affiliates, LLC 

Newport Beach, California 
 
SEI Investments Management Co. 

Oaks, Pennsylvania 
 
State Street Global Advisors 

Boston, Massachusetts 
 
Timberland Investment  

Resources, LLC 

Atlanta, Georgia 
 
UBS Global Asset Management  

Chicago, Illinois 
 
The Vanguard Group 

Valley Forge, Pennsylvania 
 
Wellington Trust Company, NA 

Boston, Massachusetts 
 
Wells Capital Management, Inc. 

Menomonee Falls, Wisconsin 
 
Western Asset Management Co. 

Pasadena, California 

Note:  William Blair replaced Capital Group as an international equity investment manager on May 31, 2016. 



State Investment Board Members – August 31, 2016 
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The SIB includes 11 members with Lieutenant Governor Drew Wrigley serving as Chairman and 

includes State Treasurer Kelly Schmidt, the Commissioner of University and School Lands Lance 

Gaebe, the Director of Workforce Safety and Insurance designee Cindy Ternes, the Insurance 

Commissioner Adam Hamm, plus three TFFR board members and three PERS board members. 

 

The TFFR representatives include Michael Gessner, Rob Lech and Mel Olson noting that Mr. Lech also 

serves as the board parliamentarian. 

 

The PERS representatives include Mike Sandal, Tom Trenbeath and Yvonne Smith noting that Mr. Sandal 

also serves as Vice Chairman of the SIB. 
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RIO is an agency of the State of North Dakota. The agency was created by the 1989 Legislative Assembly to 

capture administrative and investment cost savings in the management of two important long-standing state 

programs – the retirement program of the Teachers’ Fund for Retirement (TFFR) and the investment program 

of the State Investment Board (SIB).  
 

The SIB is responsible for setting policies and procedures guiding the investment of over $11 billion in assets 

for seven pension funds and 16 other insurance-type funds. Their investments are divided into two investment 

trust funds and two individual investment accounts. Individual investment guidelines for each fund can be found 

in the Investment Section.  These guidelines include goals and objectives, risk tolerance, liquidity constraints, 

asset allocation and portfolio restrictions specific to each fund’s unique circumstances.  When creating 

investment pools to implement the asset allocations for each client fund, the SIB takes all of these guidelines 

into consideration in order to best meet the objectives of each fund and safeguard fund assets.  
 

The pension investment pool is made up of only qualified pension funds whose monies must be invested 

exclusively for the benefit of their participants. The insurance investment pool is made up of mainly insurance-

type funds, but also includes other funds that do not qualify as pension funds and would like to benefit from 

the cost savings of being pooled with other funds’ assets. All of these funds are invested in accordance with 

the “Prudent Investor Rule.” 
 

An important aspect of the prudent investor rule is that individual investments are considered not in isolation 

but in the context of the trust portfolio as a whole. Some new opportunities may appear risky when viewed 

alone. However, when part of a diversified mix of investments in stocks, bonds and other assets, they can 

increase returns often without increasing the overall portfolio risk and, in some cases, may help decrease the 

overall portfolio’s risk. 

North Dakota Retirement & Investment Office – Background 
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North Dakota Retirement & Investment Office – Awards 

The Government Finance Officers Association of the United States and Canada (GFOA) awarded a Certificate 

of Achievement for Excellence in Financial Reporting to RIO for its comprehensive annual financial report for 

the fiscal year ended June 30, 2015. This was the eighteenth consecutive year that RIO has achieved this 

prestigious award. In order to be awarded a Certificate of Achievement, a government must publish an easily 

readable and efficiently organized comprehensive annual financial report. This report must satisfy both generally 

accepted accounting principles and applicable legal requirements. 
 

A Certificate of Achievement is valid for a period of one year only. We believe that our current comprehensive 

annual financial report continues to meet the Certificate of Achievement Program’s requirements and we are 

submitting it to the GFOA to determine its eligibility for another certificate. 
 

TFFR also received the 2015 Public Pension Standards Award for Funding and Administration from the Public 

Pension Coordinating Council. To receive the award, the retirement system must certify that it meets specific 

professional standards for a comprehensive benefit program, actuarial valuations, financial reporting, 

investments, communications to members, and funding adequacy. 
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State Investment Board Process 
 

 

 

 

 

 

 

 

 

 

 

 

 

TFFR Board 
PERS Board 

(4 Funds) 
 

 

WSI Board 
Insurance Commissioner 

(4 Funds) 
State Board of  

Medical Examiners 

State Risk Mgmt 
 (2 Funds) 

Council on the Arts 
Cultural Endowment 

Legacy and Budget 
Stabilization Fund 
 Advisory Board 

 

 
Budget 

 Stabilization  Fund 

City of Bismarck  
Police Pension Board 

City of Bismarck  
Employee Pension Board 

City of Bismarck 
Deferred Sick Leave 

City of Grand Forks 
 Pension Fund 

City of Grand Forks  
Park District Pension Fund 

  
Pension Fund 

ND Association 
 of Counties 

            City of Fargo  
FargoDome Permanent  Fund 

State Investment Board 
(SIB) 

Custodian Bank 

Retirement and 
Investment Office (RIO) 

Investment Managers Investment Consultant 

Legacy Fund 

Center for Tobacco 
Prevention & Control 

SIB Client Boards: 
1. PERS 

2. TFFR 

3. City of Bismarck 

4. City of Grand Forks 

Employees 

5. City of Grand Forks 

Park District 

6. WSI 

7. Insurance 

Commissioner 

8. State Risk Mgmt. 

9. ND Association of 

Counties 

10. Council on the Arts 

11. State Board of 

Medical Examiners 

12. Center for Tobacco 

Prevention & Control 

13. City of Fargo 

14. Legacy & Budget 

Stabilization Fund 

Advisory Board 

 Legal Counsel, Actuaries   

& Independent Auditors 



State Investment Board Process 
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Client Responsibilities: (Per NDCC 21-10-02.1) The governing body of each fund (client) 
shall establish policies on investment goals and objectives and asset allocation that must 
include: 

 Acceptable rates of return, liquidity and levels of risk 

 Long-range asset allocation goals 
  

State Investment Board Responsibilities: (Per NDCC 21-10):  
 Accept and implement client asset allocations 
 Apply Prudent Investor Rule when investing for fund under its supervision 

 Approve general types of securities for investment 
 Set policies and procedures regulating securities transactions on behalf of the 

clients 
 Select custodian servicer 
 Select investment director and/or investment consulting service 

 Create investment pools 



State Investment Board Process 
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Retirement and Investment Office Staff Responsibilities (on behalf of SIB): 
 Administer overall investment strategy 

 Advise SIB on ways to maximize risk/return opportunities within each asset class 

 Act as liaison between SIB and managers, consultant and custodian 

 Monitor individual clients’ investment guidelines and asset allocations 

 Maintain separate accounting for client accounts 
 

Investment Manager Responsibilities: 
 Accept and implement specific mandates or “investment missions” 

 Make buy/sell decisions based on investment guidelines 

 Report to RIO Staff on regular basis 
 Provide education to SIB 



State Investment Board Process 
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Custodian Bank Responsibilities: 
 Safe-keep assets 
 Settle trades 
 Record-keeper 
 

Investment Consultant Responsibilities: 
 Performance measurement of investment managers 
 Manager search assistance 

 Provide education to SIB 

 Special projects 
 
Others Experts: 

 Legal Counsel 
 Independent Actuaries and Auditors   
 Specialists in custody and fee reviews and/or transaction cost analyses 



Transparency Enhancement Update – 2016 
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Strategic Investment Belief / Goal:   

Although SIB meetings are open to the public and RIO is committed to adhering to all applicable 
open records laws, a transparency enhancement initiative was commenced in mid-2015 in order 
to make it easier for interested parties to gain access to information on RIO’s website.  RIO 
believes these actions support our desire to foster trust, understanding and support within our 
community.   
 

RIO’s Stated  Action Plan (as stated in our SIB Meeting Materials in 2015 and 2016): 

1) Enhance public access to our SIB Governance Manual by adding  a new hyperlink on our RIO 
website (hyperlink accessed by clicking on “SIB Governance Manual” under the “SIB / Board”  
section); http://www.nd.gov/rio/SIB/Board/GovernanceManual/default.htm  

2) Enhance public access to our SIB Meeting Materials by adding a new hyperlink on our RIO 
website (hyperlink accessed by clicking on “Meeting Materials” under the “SIB / Board” 
section); http://www.nd.gov/rio/SIB/Board/SIB%20Meeting%20Materials/default.htm  

3) Enhance public access to our SIB’s Audit Committee Charter and Meeting Materials by adding 
a new hyperlink on our RIO website (hyperlinks accessed by clicking on “SIB Audit Charter” or 
“Meeting Materials” under the “SIB  Audit” section). 
http://www.nd.gov/rio/SIB%20Audit/Board/default.htm  
 

http://www.nd.gov/rio/SIB/Board/GovernanceManual/default.htm
http://www.nd.gov/rio/SIB/Board/GovernanceManual/default.htm
http://www.nd.gov/rio/SIB/Board/SIB Meeting Materials/default.htm
http://www.nd.gov/rio/SIB/Board/SIB Meeting Materials/default.htm
http://www.nd.gov/rio/SIB Audit/Board/default.htm
http://www.nd.gov/rio/SIB Audit/Board/default.htm
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Note:  There are no investment 

strategies within the Insurance 

Trust on Watch List at this time. 
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Current 
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Economic and Capital Markets Update 
As of June 30, 2016 

 

 

 

 

 

 



U.S Economy – GDP Growth Rates 
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 Quarterly GDP 
Growth Rates  (top 

chart) have not 
exceeded 3% since 
the 4Q of 2014, 
but popped up to 
2.9% last quarter. 

 Annual GDP 
Growth Rates 
(bottom chart) have 
trended down 
since peaking at 
3.3% during the 1st 
quarter of 2015 
and approximate 
1.5% as of the 3rd 
quarter of 2016. 



U.S Labor Market – Unemployment Rate and Productivity Index 
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Source: U.S. Dept. of 
Labor: Bureau of 
Labor Statistics 

U.S. labor markets 

appear to be 

improving as the 

“Unemployment 

Rate” is now 

below 5% since 

peaking at 10% in 

October of 2009.   

 

The “Labor  

Productivity 

Index” has 

trended upward 

since 2006, but 

has declined four  

consecutive 

quarters (to 106) 

since hitting an 

all-time high of 

107 in 3Q of 2015.   

In the United States, the productivity of nonfarm workers is measured as the output of goods and services per hour worked. Labor productivity is 

calculated by dividing an index of real output by an index of hours worked of all persons, including employees, proprietors, and unpaid family workers. 



U.S Labor Market – Wage Growth and Participation Rates 

57 Source: U.S. Department of Labor: Bureau of Labor Statistics 

U.S. labor 

markets appear 

to be improving 

as “Wage 

Growth” has 

been averaging 

4% or higher 

during the two 

years.   

 
The “Labor  

Participation 

Rate” remains 

below long-

term historical 

averages, but 

appears to 

have leveled 

out at slightly 

above 62.5% 

over the last 

year. 
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Actual Projected

2015 2016-2010

United States 2.4% 2.0%

Europe 1.9% 2.1%

Japan 0.5% 1.4%

Mature Economies 1.9% 2.1%

China 3.8% 4.5%

India 7.3% 6.0%

Emerging Economies 3.1% 4.0%

World Total 2.5% 3.1%

“World GDP Growth Rates” have declined to 2.5% from 2012 to 2015, 

with some “Experts” projecting slightly higher future growth rates. 

Source:  Historical Global GDP Growth Rates from The World Bank Group ,with Projected Growth Rates by The Conference Board.  
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Key:  Long-Term Treasury Rates Fell 0.85% Last Year 
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Last Year:  U.S. Fixed Income (Barclays Aggregate) returned 6% and the S&P 500 returned 4% last 

year.  In contrast, U.S. Small Cap Equity (Russel 2000) declined 6.7% and International Equity (MSCI 

EAFE) declined 10.2%.  The Bloomberg Commodity Index declined 13.5% during the last fiscal year. 
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Market Value Actual Policy Gross(1) Net Gross(1) Net Gross(1) Net Gross(1) Net

TOTAL FIRE & TORNADO FUND 24,091,203    100.0% 100.0% 2.84% 2.67% 3.32% 3.16% 6.28% 6.10% 6.95% 6.75%

POLICY TARGET BENCHMARK 2.58% 2.58% 2.49% 2.49% 5.20% 5.20% 5.24% 5.24%

TOTAL RELATIVE RETURN 0.25% 0.09% 0.83% 0.67% 1.08% 0.90% 1.70% 1.51%

LARGE CAP DOMESTIC EQUITY 1.89%

Los Angeles Capital 1,374,550      5.7% 5.6% 5.44% 5.24% 12.53% 12.32% 14.28% 14.07% 13.79% 13.58%

Russell 1000 Growth 3.02% 3.02% 10.56% 10.56% 13.07% 13.07% 12.35% 12.35%

LSV 1,321,419      5.5% 5.6% -3.01% -3.30% 7.16% 6.87% 10.08% 9.78% 11.91% 11.61%

Russell 1000 Value 2.86% 2.86% 4.13% 4.13% 9.87% 9.87% 11.35% 11.35%

LA Capital 920,871        3.8% 3.8% 5.96% 5.82% 8.45% 8.31% 12.61% 12.48% 13.05% 12.89%

Russell 1000 2.94% 2.94% 7.37% 7.37% 11.48% 11.48% 11.88% 11.88%

Clifton Group 910,071        3.8% 3.8% 5.29% 5.22% 7.17% 7.10% 12.07% 11.99% 12.53% 12.42%

S&P 500 3.99% 3.99% 7.42% 7.42% 11.66% 11.66% 12.10% 12.10%

TOTAL LARGE CAP DOMESTIC EQUITY 4,526,912     18.8% 18.8% 2.91% 2.72% 9.02% 8.83% 12.25% 12.05% 12.86% 12.65%

Russell 1000 2.94% 2.94% 7.37% 7.37% 11.48% 11.48% 12.11% 12.11%

SMALL CAP DOMESTIC EQUITY 1.90%

PIMCO RAE (formerly Research Affiliates) 630,817        2.6% 3.1% -3.87% -4.14% 5.51% 5.18% 8.14% 7.81% 9.82% 9.43%

Clifton 880,834        3.7% 3.1% -5.52% -5.98% 8.24% 8.03% 8.43% 8.04% 9.67% 9.26%

TOTAL SMALL CAP DOMESTIC EQUITY 1,511,651     6.3% 6.3% -4.85% -5.27% 7.46% 7.23% 8.46% 8.09% 9.86% 9.45%

Russell 2000 -6.73% -6.73% 6.49% 6.49% 7.09% 7.09% 8.35% 8.35%

INTERNATIONAL EQUITY 1.45%

Capital Group (2) 1,575            0.0% 0.0% N/A N/A -1.35% -1.73% N/A N/A N/A N/A

LSV 1,007,887      4.2% 4.0% -11.21% -11.55% -3.33% -3.73% 2.98% 2.58% 2.44% 2.00%

MSCI EAFE -10.16% -10.16% -4.22% -4.22% 2.06% 2.06% 1.68% 1.68%

William Blair 859,932        3.6% 4.0% N/A N/A N/A N/A N/A N/A N/A N/A

MSCI ACWI ex-US IMI (Net)

DFA 245,213        1.0% 1.0% -9.28% -9.28% -3.27% -3.27% 6.22% 6.01% 4.41% 3.98%

Vanguard (1) 252,406        1.0% 1.0% -7.27% -7.27% 0.57% 0.57% 6.62% 6.48% 4.02% 3.77%

S&P/Citigroup Broad Market Index < $2BN -3.37% -3.37% 1.14% 1.14% 7.29% 7.29% 7.29% 4.37%

TOTAL INTERNATIONAL EQUITY 2,367,014     9.8% 10.0% -10.44% -10.74% -2.11% -2.43% 3.31% 2.94% 2.74% 2.31%

MSCI EAFE -10.16% -10.16% -4.22% -4.22% 2.06% 2.06% 1.68% 1.68%

June-16

Allocation

Ended

Current

FYTD

5 YearsPrior Year

FY15

6/30/2016

3 Years

Ended

6/30/2016
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STATE FIRE AND TORNADO FUND

INVESTMENT PERFORMANCE REPORT AS OF JUNE 30, 2016

Market Value Actual Policy Gross(1) Net Gross(1) Net Gross(1) Net Gross(1) Net

FIXED INCOME 1.30%

Western Asset 4,002,378      16.6% 17.4% 6.79% 6.64% 2.76% 2.62% 5.21% 5.07% 5.32% 5.16%

Prudential 1,430,445      5.9% 4.4% 7.12% 6.83% 2.32% 2.05% 5.36% 5.08% 5.51% 5.22%

PIMCO (DiSCO II) (1) 572,711        2.4% 2.4% 4.39% 4.39% 4.32% 4.32% N/A N/A N/A N/A

PIMCO (BRAVO II) (1) 327,038        1.4% 1.4% 7.02% 7.02% 10.36% 10.36% N/A N/A N/A N/A

BC Aggregate 6.00% 6.00% 1.85% 1.85% 4.06% 4.06% 3.76% 3.76%

Declaration (Total Return) (1) 1,036,592      4.3% 4.3% 2.59% 2.59% 3.55% 3.55% N/A N/A N/A N/A

3m LIBOR 0.49% 0.49% 0.26% 0.26%

State Street 1,856,611      7.7% 7.7% 6.71% 6.68% 1.70% 1.66% N/A N/A N/A N/A

BC Gov/Credit 6.70% 6.70% 1.68% 1.68%

Wells Capital 4,046,225      16.8% 17.4% 7.19% 6.99% 0.96% 0.78% 5.98% 5.79% 6.22% 6.01%

BC US Credit BAA 6.93% 6.93% -1.37% -1.37% 4.90% 4.90% 5.33% 5.33%

TOTAL FIXED INCOME 13,272,001   55.1% 55.0% 6.42% 6.29% 2.40% 2.27% 5.50% 5.36% 6.23% 6.07%

BC Aggregate 6.00% 6.00% 1.85% 1.85% 4.06% 4.06% 3.76% 3.76%

CASH EQUIVALENTS 4.68%

Northern Trust (1) 2,413,625      0.12% 0.12% 0.01% 0.01% N/A N/A N/A N/A

TOTAL CASH EQUIVALENTS 2,413,625     10.0% 10.0% 0.12% 0.12% 0.01% 0.01% 0.05% 0.05% 0.13% 0.13%
90 Day T-Bill 0.19% 0.19% 0.02% 0.02% 0.09% 0.09% 0.09% 0.09%

June-16

Allocation

Ended

Current

FYTD

5 YearsPrior Year

FY15

6/30/2016

3 Years

Ended

6/30/2016
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STATE BONDING FUND

INVESTMENT PERFORMANCE REPORT AS OF JUNE 30, 2016

Market Value Actual Policy Gross(1) Net Gross(1) Net Gross(1) Net Gross(1) Net

TOTAL BONDING FUND 3,296,372      100.0% 100.0% 3.55% 3.48% 1.32% 1.25% 3.00% 2.92% 3.49% 3.40%

POLICY TARGET BENCHMARK 3.35% 3.35% 1.04% 1.04% 2.26% 2.26% 2.10% 2.10%

TOTAL RELATIVE RETURN 0.20% 0.13% 0.28% 0.21% 0.74% 0.66% 1.39% 1.30%

0.09%

FIXED INCOME 0.18%

Western Asset 549,036        16.7% 17.5% 6.79% 6.64% 2.76% 2.62% 5.21% 5.07% 5.32% 5.16%

Prudential 196,225        6.0% 4.4% 7.12% 6.83% 2.32% 2.05% 5.36% 5.08% 5.51% 5.22%

PIMCO (DiSCO II) (1) 74,344          2.3% 2.3% 4.39% 4.39% 4.32% 4.32% N/A N/A N/A N/A

PIMCO (BRAVO II) (1) 42,453          1.3% 1.3% 7.02% 7.02% 10.36% 10.36% N/A N/A N/A N/A

BC Aggregate 6.00% 6.00% 1.85% 1.85% 4.06% 4.06% 3.76% 3.76%

Declaration (Total Return) (1) 142,197        4.3% 4.3% 2.59% 2.59% 3.55% 3.55% N/A N/A N/A N/A

3m LIBOR 0.49% 0.49% 0.26% 0.26%

State Street 254,685        7.7% 7.7% 6.71% 6.68% 1.70% 1.66% N/A N/A N/A N/A

BC Gov/Credit 6.70% 6.70% 1.68% 1.68%

Wells Capital 555,051        16.8% 17.5% 7.19% 6.99% 0.96% 0.78% 5.98% 5.79% 6.22% 6.01%

BC US Credit BAA 6.93% 6.93% -1.37% -1.37% 4.90% 4.90% 5.33% 5.33%

TOTAL FIXED INCOME 1,813,991     55.0% 55.0% 6.42% 6.29% 2.40% 2.27% 5.50% 5.36% 6.23% 6.07%

BC Aggregate 6.00% 6.00% 1.85% 1.85% 4.06% 4.06% 3.76% 3.76%

CASH EQUIVALENTS 2.88%

Northern Trust (1) 1,482,381      0.12% 0.12% 0.01% 0.01% N/A N/A N/A N/A

TOTAL CASH EQUIVALENTS 1,482,381     45.0% 45.0% 0.12% 0.12% 0.01% 0.01% 0.05% 0.05% 0.13% 0.13%
90 Day T-Bill 0.19% 0.19% 0.02% 0.02% 0.09% 0.09% 0.09% 0.09%

June-16

Allocation 6/30/2016

Ended

6/30/2016

FY15

5 YearsCurrent

FYTD

3 Years

Ended

Prior Year
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PETROLEUM TANK RELEASE FUND

INVESTMENT PERFORMANCE REPORT AS OF JUNE 30, 2016

Market Value Actual Policy Gross(1) Net Gross(1) Net Gross(1) Net Gross(1) Net

TOTAL PETROLEUM TANK RELEASE FUND7,149,512      100.0% 100.0% 3.23% 3.17% 1.20% 1.13% 2.72% 2.65% 3.13% 3.05%

POLICY TARGET BENCHMARK 3.06% 3.06% 0.94% 0.94% 2.07% 2.07% 1.92% 1.92%

TOTAL RELATIVE RETURN 0.17% 0.11% 0.25% 0.19% 0.66% 0.59% 1.21% 1.13%

FIXED INCOME 0.35%

Western Asset 1,082,899      15.1% 15.9% 6.79% 6.64% 2.76% 2.62% 5.21% 5.07% 5.32% 5.16%

Prudential 387,027        5.4% 4.0% 7.12% 6.83% 2.32% 2.05% 5.36% 5.08% 5.51% 5.22%

PIMCO (DiSCO II) (1) 146,416        2.0% 2.0% 4.39% 4.39% 4.32% 4.32% N/A N/A N/A N/A

PIMCO (BRAVO II) (1) 83,609          1.2% 1.2% 7.02% 7.02% 10.36% 10.36% N/A N/A N/A N/A

BC Aggregate 6.00% 6.00% 1.85% 1.85% 4.06% 4.06% 3.76% 3.76%

Declaration (Total Return) (1) 280,464        3.9% 3.9% 2.59% 2.59% 3.55% 3.55% N/A N/A N/A N/A

3m LIBOR 0.49% 0.49% 0.26% 0.26%

State Street 502,332        7.0% 7.0% 6.71% 6.68% 1.70% 1.66% N/A N/A N/A N/A

BC Gov/Credit 6.70% 6.70% 1.68% 1.68%

Wells Capital 1,094,762      15.3% 15.9% 7.19% 6.99% 0.96% 0.78% 5.98% 5.79% 6.22% 6.01%

BC US Credit BAA 6.93% 6.93% -1.37% -1.37% 4.90% 4.90% 5.33% 5.33%

TOTAL FIXED INCOME 3,577,510     50.0% 50.0% 6.42% 6.29% 2.40% 2.27% 5.50% 5.36% 6.23% 6.07%

BC Aggregate 6.00% 6.00% 1.85% 1.85% 4.06% 4.06% 3.76% 3.76%

CASH EQUIVALENTS 6.93%

Northern Trust (1) 3,572,002      0.12% 0.12% 0.01% 0.01% N/A N/A N/A N/A

TOTAL CASH EQUIVALENTS 3,572,002     50.0% 50.0% 0.12% 0.12% 0.01% 0.01% 0.05% 0.05% 0.13% 0.13%
90 Day T-Bill 0.19% 0.19% 0.02% 0.02% 0.09% 0.09% 0.09% 0.09%

June-16

Allocation

Ended

6/30/2016 6/30/2016

FY15

5 YearsCurrent

FYTD

3 Years

Ended

Prior Year
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INSURANCE REGULATORY TRUST FUND

INVESTMENT PERFORMANCE REPORT AS OF JUNE 30, 2016

Market Value Actual Policy Gross(1) Net Gross(1) Net Gross(1) Net Gross(1) Net

TOTAL INSURANCE REGULATORY TRUST 1,085,836      100.0% 100.0% 1.58% 1.46% 2.15% 2.04% 4.52% 4.39% 5.03% 4.88%

POLICY TARGET BENCHMARK 1.40% 1.40% 1.75% 1.75% 3.86% 3.86% 3.92% 3.92%

TOTAL RELATIVE RETURN 0.19% 0.06% 0.40% 0.29% 0.66% 0.53% 1.11% 0.96%

LARGE CAP DOMESTIC EQUITY 0.07%

Los Angeles Capital 49,533          4.6% 4.5% 5.44% 5.24% 12.53% 12.32% 14.28% 14.07% 13.79% 13.58%

Russell 1000 Growth 3.02% 3.02% 10.56% 10.56% 13.07% 13.07% 12.35% 12.35%

LSV 47,618          4.4% 4.5% -3.01% -3.30% 7.16% 6.87% 10.08% 9.78% 11.91% 11.61%

Russell 1000 Value 2.86% 2.86% 4.13% 4.13% 9.87% 9.87% 11.35% 11.35%

LA Capital 33,184          3.1% 3.0% 5.96% 5.82% 8.45% 8.31% 12.61% 12.48% 13.05% 12.89%

Russell 1000 2.94% 2.94% 7.37% 7.37% 11.48% 11.48% 11.88% 11.88%

Clifton Group 32,795          3.0% 3.0% 5.29% 5.22% 7.17% 7.10% 12.07% 11.99% 12.53% 12.42%

S&P 500 3.99% 3.99% 7.42% 7.42% 11.66% 11.66% 12.10% 12.10%

TOTAL LARGE CAP DOMESTIC EQUITY 163,131        15.0% 15.0% 2.91% 2.72% 9.02% 8.83% 12.25% 12.05% 12.86% 12.65%

Russell 1000 2.94% 2.94% 7.37% 7.37% 11.48% 11.48% 12.11% 12.11%

SMALL CAP DOMESTIC EQUITY 0.07%

PIMCO RAE (formerly Research Affiliates) 22,905          2.1% 2.5% -3.87% -4.14% 5.51% 5.18% 8.14% 7.81% 9.82% 9.43%

Clifton 31,983          2.9% 2.5% -5.52% -5.98% 8.24% 8.03% 8.43% 8.04% 9.67% 9.26%

TOTAL SMALL CAP DOMESTIC EQUITY 54,888          5.1% 5.0% -4.85% -5.27% 7.46% 7.23% 8.46% 8.09% 9.86% 9.45%

Russell 2000 -6.73% -6.73% 6.49% 6.49% 7.09% 7.09% 8.35% 8.35%

INTERNATIONAL EQUITY 0.07%

Capital Group (2) 71                0.0% 4.0% N/A N/A -1.35% -1.73% N/A N/A N/A N/A

LSV 45,463          4.2% 4.0% -11.21% -11.55% -3.33% -3.73% 2.98% 2.58% 2.44% 2.00%

MSCI EAFE -10.16% -10.16% -4.22% -4.22% 2.06% 2.06% 1.68% 1.68%

William Blair 38,789          3.6% 4.0% N/A N/A N/A N/A N/A N/A N/A N/A

MSCI ACWI ex-US IMI (Net)

DFA 11,061          1.0% 1.0% -9.28% -9.28% -3.27% -3.27% 6.22% 6.01% 4.41% 3.98%

Vanguard (1) 11,385          1.0% 1.0% -7.27% -7.27% 0.57% 0.57% 6.62% 6.48% 4.02% 3.77%

S&P/Citigroup Broad Market Index < $2BN -3.37% -3.37% 1.14% 1.14% 7.29% 7.29% 7.29% 4.37%

TOTAL INTERNATIONAL EQUITY 106,770        9.8% 10.0% -10.44% -10.74% -2.11% -2.43% 3.31% 2.94% 2.74% 2.31%

MSCI EAFE -10.16% -10.16% -4.22% -4.22% 2.06% 2.06% 1.68% 1.68%

June-16

Allocation

Ended

6/30/2016 6/30/2016

FY15

5 YearsCurrent

FYTD

3 Years

Ended

Prior Year
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INSURANCE REGULATORY TRUST FUND

INVESTMENT PERFORMANCE REPORT AS OF JUNE 30, 2016

Market Value Actual Policy Gross(1) Net Gross(1) Net Gross(1) Net Gross(1) Net

FIXED INCOME 0.04%

Western Asset 118,422        10.9% 11.6% 6.79% 6.64% 2.76% 2.62% 5.21% 5.07% 5.32% 5.16%

Prudential 42,324          3.9% 2.8% 7.12% 6.83% 2.32% 2.05% 5.36% 5.08% 5.51% 5.22%

PIMCO (DiSCO II) (1) 9,354            0.9% 0.9% 4.39% 4.39% 4.32% 4.32% N/A N/A N/A N/A

PIMCO (BRAVO II) (1) 5,341            0.5% 0.5% 7.02% 7.02% 10.36% 10.36% N/A N/A N/A N/A

BC Aggregate 6.00% 6.00% 1.85% 1.85% 4.06% 4.06% 3.76% 3.76%

Declaration (Total Return) (1) 30,670          2.8% 2.8% 2.59% 2.59% 3.55% 3.55% N/A N/A N/A N/A

3m LIBOR 0.49% 0.49% 0.26% 0.26%

State Street 54,933          5.1% 4.9% 6.71% 6.68% 1.70% 1.66% N/A N/A N/A N/A

BC Gov/Credit 6.70% 6.70% 1.68% 1.68%

Wells Capital 119,719        11.0% 11.6% 7.19% 6.99% 0.96% 0.78% 5.98% 5.79% 6.22% 6.01%

BC US Credit BAA 6.93% 6.93% -1.37% -1.37% 4.90% 4.90% 5.33% 5.33%

TOTAL FIXED INCOME 380,763        35.1% 35.0% 6.42% 6.29% 2.40% 2.27% 5.50% 5.36% 6.23% 6.07%

BC Aggregate 6.00% 6.00% 1.85% 1.85% 4.06% 4.06% 3.76% 3.76%

CASH EQUIVALENTS 0.74%

Northern Trust (1) 380,283        0.12% 0.12% 0.01% 0.01% N/A N/A N/A N/A

TOTAL CASH EQUIVALENTS 380,283        35.0% 35.0% 0.12% 0.12% 0.01% 0.01% 0.05% 0.05% 0.13% 0.13%
90 Day T-Bill 0.19% 0.19% 0.02% 0.02% 0.09% 0.09% 0.09% 0.09%

June-16

Allocation

Ended

6/30/2016 6/30/2016

FY15

5 YearsCurrent

FYTD

3 Years

Ended

Prior Year
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Executive Summary for periods ended June 30, 2016 

2 

Investment Performance and Risk Update –  

 For the fiscal year ended June 30, 2016, PERS generated a net investment return of 0.28% versus 
a policy benchmark of 0.56%.  Disappointing absolute and relative returns in World Equity (down 
7.3% actual vs down 2.8% index) and Fixed Income (+4.5% actual vs +6.2% index) were partially 
offset by above benchmark results in U.S. Equity (+1.9% actual vs +0.7% index) and International 
Equity (down 8% actual vs down 10.5% index).  Global Real Assets consistently outperformed 
benchmarks (+8% actual vs +6.3% index) and included Real Estate (+11.3% actual vs +10.6% index), 
Timber (+4.3% actual vs +3.5% index) and Infrastructure (+2.9% actual vs +0.6% index).   

 Asset allocation is the primary driver of returns over the long-term.  PERS generated  a net return 
of 6.5% for the 5-years ended June 30, 2016, which exceeded the policy benchmark (of 6.1%) by 
just over 0.40%.  During the last 5-years, asset allocation and active management generated over 
$670 million (94%) and $45 million1 (6%) of PERS net investment income, respectively. 

 PERS’s investment returns have consistently ranked in the second quartile of the Callan Public 
Fund Sponsor Database over the last five years.  On an unadjusted basis,  PERS returns ranked in 
the 33rd percentile for the 3- and 5-years ended June 30, 2016 (thereby outperforming 67% of 
other U.S. public pension plans). 

 Since 2008, PERS risk (as measured by actual standard deviation divided by the policy benchmark) 
has declined from over 115% to approximately 105% on a rolling 3- and 5-years basis.   

 PERS net investment returns have approximated long-term assumptions over the last 30-years. 

Footnote 1:  The market value of PERS assets approximated $2.2 billion for the five-years ended June 30, 2016 ($2.2 billion x 0.41% = $9 million x 5 years = $45 million). 



 
Active Management Enhanced Returns by $45 million in the last 5-years 

3 

One-Year Returns:  PERS Main Plan posted a net investment return of 0.28% for the year ended 

June 30, 2016, which trailed its performance benchmark of 0.56% (by 0.28%).  Two large global equity 

managers, LSV and Epoch which represent $400 million of investments, were responsible for 0.75% 

(or 75 bps) of negative attribution.  Fixed Income was responsible for an additional 0.40% (or 40 bps) 

of negative attribution as the portfolio was positioned for a gradual rise in interest rates.  In contrast, 

10-year U.S. Treasury rates fell from 2.35% to less than 1.50% during the year. 
 

Five-Year Returns:  PERS Main Plan posted a net investment return of 6.49% for the 5-years ended 

June 30, 2016, largely due to strong results in real estate (up 13%) and U.S. public equities (up 11%).  

Despite disappointing absolute and relative returns last year, active management generated 

$45 million of incremental income for PERS for the 5-year period ended June 30, 2016. 
 

Note:  All amounts are deemed to be materially accurate, but are unaudited and subject to change. 

1 Yr Ended 3 Yrs Ended 5 Yrs Ended

Risk

5 Yrs 

Ended

Risk Adj 

Excess 

Return

5 Yrs Ended

6/30/2016 6/30/2016 6/30/2016 ARb 6/30/2016 6/30/2016

PERS (Main Plan)

2,459,388,086$          

Total Fund Return - Net 0.28% 6.51% 6.49% 7.7% 0.09%

Policy Benchmark Return 0.56% 5.92% 6.08% 7.4%

Excess Return -0.28% 0.59% 0.41% 105%



PERS Main Plan – 33rd Percentile “Gross Returns” 
For the 3- and 5-Year Periods Ended June 30, 2016 

4 

   

    

PERS posted returns in the 33rd percentile for the 5-years ended June 30, 2016. 



PERS Risk Profile has Migrated Downward over the Last 5-Years 
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Risk, as measured by standard deviation, has declined from the 34th percentile 

in the “Last 10 Years” down to the 52nd percentile in the “Last 5 Years”. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Last Year Last 3 Years Last 5 Years Last 10 Years

3.0

4.0

5.0

6.0

7.0

8.0

9.0

10.0

11.0

12.0

13.0

Group: CAI Public Fund Sponsor Database

for Periods Ended June 30, 2016

Standard Deviation

10th Percentile 8.5 6.7 9.6 12.2

25th Percentile 7.7 6.1 8.6 11.4

Median 6.9 5.6 7.8 10.6

75th Percentile 6.3 5.0 6.8 8.9

90th Percentile 5.4 4.5 5.8 6.7

Member Count 252 237 219 188

Total Fund-PERS A 6.9 5.4 7.7 11.2

A (51)

A (60)

A (52)

A (34)

Standard deviation 
is used to measure 
investment (or 
portfolio) volatility 
whereas a lower 
standard deviation 
is generally 
preferred over a 
higher standard 
deviation. 



PERS Actual Asset Allocations within 1% to 2% of Target 
As of June 30, 2016 
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Unaudited amounts subject to change 



PERS – Gross Return Attribution  
One Year Ended June 30, 2016 
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Source: Callan, gross returns                           

 One Year Manager Selection 
added little value (based on 
Callan “Gross Return”) 
during the past year with 
World Equity (down 0.63%) 
and Fixed Income (down 
0.16% to 0.17%) offsetting 
favorable manager selection 
results in US Equity (+0.28%), 
Real Estate (+0.15%), 
Infrastructure (+0.13%) and 
Int’l. Equity (+ 0.44%). 

 

                                                  
Unaudited amounts subject to change 



PERS – Gross Return Attribution  
Five- Years Ended June 30, 2016 
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Source: Callan, gross returns                                      

 Manager Selection for the last 5 
years was 0.75% (based on 
Callan’s “Gross Returns”).  
International Equity generated 
the most excess return (of 
0.30%) followed by Real Estate 
(0.20%) and Infrastructure (up 
0.18%).  U.S. Equity and Fixed 
Income (up 0.14% and 0.12%, 
respectively) also performed 
well.  Timber impaired results by 
0.28% over the last 5-years.   
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PERS Long Term Results are Near Long-Term Expectations 
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The PERS Pension Plan is a Long Term Investor   
 

Net investment returns for PERS Main Plan approximated 6.5% over the past 3-to-5 year periods 
and 7.9% over the past 25-to-30 year periods despite challenging conditions in the international 
equity markets last year (down 10%) and negative rates in many international debt markets. 

Fund Name

 Market Values

as of 6/30/16 

FYTD 

2016 2015 2014 2013 2012 2011 3 Years 5 Years 15 Years 20 Years 25 Years 30 Years

PERS (Main Plan) 2,459,388,086    0.28% 3.53% 16.38% 13.44% -0.12% 21.27% 6.51% 6.48% 5.84% 6.88% 7.86% 7.89%

Job Service 96,588,333          5.45% 3.30% 13.54% 11.71% 3.09% 16.39% 7.34% 7.33% 6.11% 7.57% * *

Group Insurance 37,715,356          1.49% 0.01% 0.06% 0.27% 0.24% 0.31% 0.52% 0.41% 1.64% * * *

Retiree Insurance 101,623,224       0.72% 3.06% 16.53% 12.71% 2.62% 21.65% 6.55% 6.95% 5.23% 6.40% 7.17% *

 * These funds do not have the specified periods of history under SIB management.

Note:  Asset allocation largely drives investment performance.  Each fund has a unique allocation that takes into consideration

           return objectives, risk tolerance, liquidity constraints, and unique circumstances.  Such considerations must be taken into

           account when comparing investment returns. All figures are preliminary and subject to revision.

Periods ended 6/30/16 (annualized)Fiscal Years ended June 30
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PERS Activity from June 30, 2015 to June 30, 2016 

PERS Net Position increased by $38 million (g) last year as Contributions exceeded 

Benefit Payments and Administrative Expenses by $26 million (b), while Net 

Investment Earnings (e) were only $12 million (after investment expenses). 

Note:  The above table is presented in millions of dollars. 

PERS
Net Investment Position -  June 30, 2015 $2,419 a

   Net Contributions (over Benefit Payments & Admin. Exp.) $26 b

   Investment Earnings c $24  

   Investment  Expenses d ($12)  

          Net Investment Earnings (c - d) $12 e

Net Investment Position -  June 30, 2016 $2,457 f

Change in Net Investment Position                         (f - a) $38 g
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Market Value Gross (7) Net Gross (7) Net Gross (5) Net Gross (5) Net

TOTAL FUND 2,459,388,086  0.61% 0.28% 3.86% 3.53% 6.84% 6.51% 6.82% 6.49%

POLICY TARGET BENCHMARK 0.56% 0.56% 2.16% 2.16% 5.92% 5.92% 6.08% 6.08%

TOTAL RELATIVE RETURN 0.05% -0.28% 1.71% 1.38% 0.92% 0.59% 0.74% 0.41%

GLOBAL EQUITIES 1,396,685,126  -3.59% -3.90% 3.58% 3.24% 6.89% 6.53% 7.79% 7.50%

Benchmark -3.86% -3.86% 1.54% 1.54% 5.98% 5.98% 7.00% 7.00%

0.524762412

Epoch (1) 177,644,686     -5.93% -6.53% 8.58% 7.85% 6.49% 5.78% 7.57% 6.80%

LSV 224,913,378     -7.05% -7.85% 1.94% 1.03% 6.58% 5.84% N/A N/A

Total Global Equities 402,558,064     -6.53% -7.27% 4.67% 3.83% 6.44% 5.70% 7.14% 6.55%

MSCI World -2.78% -2.78% 1.43% 1.43% 6.95% 6.95% 7.72% 7.72%

Domestic - broad 546,891,977     2.03% 1.90% 8.64% 8.46% 11.55% 11.33% 11.47% 11.28%

Benchmark 0.72% 0.72% 7.26% 7.26% 10.54% 10.54% 10.49% 10.49%

Large Cap Domestic 51.42%

LA Capital 158,610,932     5.17% 4.95% 12.76% 12.52% 14.27% 14.03% 13.62% 13.40%

Russell 1000 Growth 3.02% 3.02% 10.56% 10.56% 13.07% 13.07% 12.35% 12.35%

LA Capital 98,390,650       6.04% 5.92% 8.26% 8.12% 12.62% 12.48% 13.07% 12.90%

Russell 1000 2.94% 2.94% 7.37% 7.37% 11.48% 11.48% 11.88% 11.88%

Northern Trust 73,847,274       1.76% 1.76% 6.26% 5.89% 11.10% 10.70% 12.55% 12.16%

Clifton 88,640,704       4.60% 4.60% 7.43% 7.41% 11.89% 11.88% 12.45% 12.39%

S&P 500 3.99% 3.99% 7.42% 7.42% 11.66% 11.66% 12.10% 12.10%

Total Large Cap Domestic 419,489,561     4.63% 4.52% 9.48% 9.30% 12.77% 12.60% 12.86% 12.64%

Russell 1000 (2) 2.94% 2.94% 7.37% 7.37% 11.48% 11.48% 12.09% 12.09%

Small Cap Domestic 51.54%

Atlanta Capital 58,383,178       N/A N/A N/A N/A N/A N/A N/A N/A

Callan (5) (6) -                  N/A N/A 3.98% 3.98% N/A N/A N/A N/A

Clifton 69,019,238       -5.49% -5.85% 7.58% 7.17% 8.31% 7.84% 9.61% 9.13%

Total Small Cap Domestic 127,402,416     -6.86% -7.04% 5.77% 5.57% 7.22% 6.86% 9.40% 8.95%

Russell 2000 -6.73% -6.73% 6.49% 6.49% 7.09% 7.09% 8.35% 8.35%

June-16

Prior Year

FY15 3 Years Ended

6/30/2016

5 Years Ended

6/30/2016

Current

Fiscal YTD
PERS Main Plan 

underperformed 

by 0.28% last year 

in part due to the 

fixed income 

portfolio being 

positioned for a 

gradual rise in 

interest rates.  
 

Epoch and LSV  

posted sharply 

disappointing 

results as Epoch 

lost 6.53% and LSV 

lost 7.85%, while the 

MSCI World Index 

was only down 

2.78%.    
 

Despite the very 

poor performance 

by Epoch and LSV, 

the Global Equity 

portfolio still 

created 0.50% 

(7.50% vs 7.00%) of 

positive excess 

return the last 5-yrs. 
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Market Value Gross (7) Net Gross (7) Net Gross (5) Net Gross (5) Net

International - broad 367,296,626     -7.76% -7.95% -2.53% -2.71% 3.46% 3.20% 5.30% 5.01%

Benchmark -10.46% -10.46% -4.37% -4.37% 1.29% 1.29% 3.58% 3.58%

Developed International 50.71%

Capital Group (7) 47,576             N/A N/A -1.78% -2.20% N/A N/A N/A N/A

MSCI EAFE (3) -4.22% -4.22%

NTGI 129,390,499     -9.50% -9.54% -4.98% -5.01% N/A N/A N/A N/A

MSCI World Ex US -9.84% -9.84% -5.28% -5.28%

William Blair 61,876,297       N/A N/A N/A N/A N/A N/A N/A N/A

MSCI ACWI ex-US (Net)

DFA (5) 36,469,074       -9.28% -9.28% -3.27% -3.27% 6.24% 6.01% 4.42% 3.99%

Wellington 41,342,082       1.90% 1.06% 0.53% -0.31% 9.80% 8.90% 9.09% 8.18%

S&P/Citigroup BMI EPAC < $2BN -3.37% -3.37% 1.14% 1.14% 7.29% 7.29% 4.37% 4.37%

-                  

Total Developed International269,125,528     -7.66% -7.92% -3.10% -3.34% 4.16% 3.87% 3.11% 2.71%

MSCI EAFE (3) -10.16% -10.16% -4.22% -4.22% 2.06% 2.06% 1.68% 1.68%

Emerging Markets 55.02%

Axiom 72,803,238       -10.32% -10.32% N/A N/A N/A N/A N/A N/A

DFA (5) 25,367,860       -5.64% -5.64% -1.73% -1.73% 2.65% 2.43% -0.21% -0.66%

Total Emerging Markets 98,171,098       -9.26% -9.26% -0.86% -0.88% 0.46% 0.28% -0.77% -1.17%

MSCI Emerging Markets -12.06% -12.06% -5.13% -5.13% -1.56% -1.56% -3.78% -3.78%

Private Equity 50.17%

Total Private Equity (5) 79,938,460       -7.19% -7.20% -5.37% -5.39% -2.96% -2.98% 0.49% 0.48%

June-16

Prior Year

FY15 3 Years Ended

6/30/2016

5 Years Ended

6/30/2016

Current

Fiscal YTD

International Equity returns have surpassed benchmarks, but underperformed versus long-term expectations.  

Private Equity has consistently underperformed in recent years which led to a major restructuring 2016. 
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Market Value Gross (7) Net Gross (7) Net Gross (5) Net Gross (5) Net

GLOBAL FIXED INCOME 562,072,624     4.76% 4.50% 0.65% 0.40% 4.44% 4.19% 3.83% 3.63%

Benchmark 6.21% 6.21% -2.22% -2.22% 3.63% 3.63% 2.35% 2.35%

Domestic Fixed Income 433,307,321     3.85% 3.63% 3.40% 3.17% 5.02% 4.80% 4.49% 4.33%

Benchmark 4.77% 4.77% 1.21% 1.21% 4.14% 4.14% 2.91% 2.91%

Investment Grade Fixed Income 49.67%

PIMCO (DiSCO II) (5) 45,551,535       4.39% 4.39% 4.32% 4.32% 6.84% 6.84% N/A N/A

BC Aggregate 6.00% 6.00% 1.85% 1.85% 4.06% 4.06%

State Street 33,297,688       19.28% 19.23% 6.31% 6.28% 10.44% 10.40% N/A N/A

BC Long Treasuries 19.30% 19.30% 6.32% 6.32% 10.46% 10.46%

PIMCO Unconstrained 30,632,861       -0.64% -0.95% 1.34% 0.93% N/A N/A N/A N/A

3m LIBOR 0.49% 0.49% 0.26% 0.26%

Declaration (Total Return) (5) 42,992,248       2.59% 2.59% 3.63% 3.63% 4.30% 4.30% N/A N/A

3m LIBOR 0.49% 0.49% 0.26% 0.26% 0.33% 0.33%

JP Morgan 56,570,641       4.60% 4.32% N/A N/A N/A N/A N/A N/A

PIMCO 90,984,090       4.42% 4.24% 2.33% 2.15% 3.60% 3.42% N/A N/A

BC Mortgage Backed Securities Index 4.34% 4.34% 2.28% 2.28% 3.76% 3.76%

Total Investment Grade Fixed Income300,029,063     5.15% 5.01% 3.66% 3.53% 4.81% 4.69% 5.16% 5.02%

BC Aggregate 6.00% 6.00% 1.85% 1.85% 4.06% 4.06% 3.76% 3.76%

Below Investment Grade Fixed Income56.33%

Loomis Sayles 104,681,154     -0.25% -0.75% 1.33% 0.83% 4.61% 4.10% 5.77% 5.27%

PIMCO (BRAVO II) (5) 26,520,830       7.02% 7.02% 10.36% 10.36% N/A N/A N/A N/A

Goldman Sachs 2006 Fund (5) 619,615           3.00% 3.00% 25.65% 25.65% 17.57% 17.57% 8.95% 8.95%

Goldman Sachs Fund V (5) 1,456,659         -5.12% -5.12% 14.43% 14.43% 6.11% 6.11% 8.41% 8.41%

Total Below Investment Grade Fixed Income133,278,258     0.69% 0.28% 2.53% 2.09% 5.43% 4.98% 6.70% 6.26%

BC High Yield 2% Issuer Constrained Index 1.65% 1.65% -0.39% -0.39% 4.20% 4.20% 5.84% 5.84%

International Fixed Income 128,765,303     7.88% 7.50% -9.37% -9.73% 2.01% 1.65% 1.37% 1.09%

Benchmark 11.24% 11.24% -13.19% -13.19% 1.85% 1.85% 0.41% 0.41%

Developed Investment Grade Int'l FI49.93%

UBS Global (Brinson) 55,102,330       11.43% 11.07% -13.46% -13.82% 1.52% 1.20% 0.03% -0.28%

BC Global Aggregate ex-US (4) 11.24% 11.24% -13.19% -13.19% 1.85% 1.85% 0.28% 0.28%

Brandywine 73,662,972       5.12% 4.73% -5.38% -5.74% 2.66% 2.26% 4.50% 4.09%

BC Global Aggregate (ex-US) 8.87% 8.87% -7.10% -7.10% 2.79% 2.79% 1.77% 1.77%

Total Developed Investment Grade Int'l FI128,765,303     7.88% 7.50% -9.37% -9.73% 2.01% 1.65% 2.29% 1.93%

BC Global Aggregate ex-US 11.24% 11.24% -13.19% -13.19% 1.85% 1.85% 0.28% 0.28%

June-16

Prior Year

FY15 3 Years Ended

6/30/2016

5 Years Ended

6/30/2016

Current

Fiscal YTD
 

Global Fixed Income 

has performed well over 

the last 5-years generating 

1.28% of excess return and 

a 3.63% per annum return 

the last 5-years.   
 

Current fiscal year 

returns were adversely 

impacted by the 

portfolio being 

positioned for a gradual 

rise in interest rates.  In 

contrast, interest rates fell 

sharply during the year 

with the 10-year U.S. 

Treasury declining from 

2.35% at June 30, 2015 to 

1.49% at June 30, 2016.  
 

U.S. Fixed Income 

underperformed by 1.14% 

last year, but outperformed 

by 1.42% per annum the 

last 5-years.   
 

International Debt 

underperformed by 3.74% 

last year, although absolute 

returns were strong (7.5%). 
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Market Value Gross (7) Net Gross (7) Net Gross (5) Net Gross (5) Net

GLOBAL REAL ASSETS 462,014,998     8.53% 7.99% 9.48% 9.07% 9.80% 9.34% 7.46% 7.11%

Benchmark 6.28% 6.28% 8.78% 8.78% 7.86% 7.86% 6.28% 6.28%

Global Real Estate 0.553882158

INVESCO - Core 123,754,987     10.96% 10.59% 16.38% 15.97% 12.72% 12.32% 12.09% 11.65%

INVESCO - Fund II (5) 4,594,312         6.65% 6.65% 6.23% 6.23% 9.06% 9.06% 15.56% 15.56%

INVESCO - Fund III (5) 15,542,118       14.25% 14.25% 18.70% 18.70% 17.06% 17.06% N/A N/A

INVESCO - Fund IV (6) 10,713,159       4.66% 4.66% N/A N/A N/A N/A N/A N/A

INVESCO - Asia Real Estate Fund (5)948,688           121.40% 121.40% 16.19% 16.19% 43.66% 43.66% 23.12% 23.12%

INVESCO - Asia Real Estate Fund III (6)4,675,018         N/A N/A N/A N/A N/A N/A N/A N/A

J.P. Morgan Strategic & Special Funds103,261,920     12.25% 10.95% 14.71% 13.64% 14.01% 12.87% 14.00% 12.93%

J.P. Morgan Alternative Property Fund172,924           2.80% 2.80% -33.28% -33.28% -10.60% -10.60% 1.01% 0.94%

J.P. Morgan Greater Europe Fund (5)5,550,934         24.44% 24.44% 16.90% 16.90% 34.32% 34.32% N/A N/A

J.P. Morgan Greater China Property Fund (5)6,346,954         16.24% 16.24% 16.74% 16.74% 32.27% 32.27% 16.18% 16.18%

Total Global Real Estate 275,561,014     11.96% 11.34% 15.79% 15.25% 14.82% 14.26% 13.68% 13.15%

NCREIF TOTAL INDEX 10.64% 10.64% 12.98% 12.98% 11.60% 11.60% 11.51% 11.51%

Timber 50.5119%

TIR - Teredo 17,083,529       9.29% 9.29% 15.52% 15.52% 10.42% 10.42% 6.70% 6.70%

TIR - Springbank 60,376,094       2.97% 2.97% -1.98% -1.98% 0.38% 0.38% -1.38% -1.38%

Total Timber (5) 77,459,623       4.34% 4.34% 3.94% 3.94% 3.63% 3.63% 2.28% 2.28%

NCREIF Timberland Index 3.49% 3.49% 10.02% 10.02% 7.77% 7.77% 6.72% 6.72%

Infrastructure 50.5890%

JP Morgan (Asian) (5) 14,184,664       -9.66% -9.66% -2.58% -2.58% -3.00% -3.00% 1.61% 1.61%

JP Morgan (IIF) 71,935,420       5.11% 3.93% 1.06% 0.23% 5.27% 4.26% 6.17% 5.09%

Grosvenor (formerly Credit Suisse) (5)20,927,239       8.42% 8.42% 5.37% 5.37% 8.85% 8.85% N/A N/A

Grosvenor CIS II (6) 1,947,038         6.10% 6.10% N/A N/A N/A N/A N/A N/A

Total Infrastructure 108,994,361     3.66% 2.89% 1.23% 0.72% 4.74% 4.09% 5.24% 4.71%

CPI 0.64% 0.64% -0.38% -0.38% 0.76% 0.76% 0.81% 0.81%

Cash Equivalents 66.39%

Northern Trust STIF 38,615,338       0.29% 0.29% 0.06% 0.06% 0.13% 0.13% 0.12% 0.12%

Total Cash Equivalents 38,615,338       0.29% 0.29% 0.06% 0.06% 0.13% 0.13% 0.12% 0.12%

90 Day T-Bill 0.19% 0.19% 0.02% 0.02% 0.09% 0.09% 0.09% 0.09%

June-16

Prior Year

FY15 3 Years Ended

6/30/2016

5 Years Ended

6/30/2016

Current

Fiscal YTD

Global Real 

Assets have 

consistently 

performed above 

benchmark with 1-

and 5-year excess 

returns ranging from 

1.71% to 0.83%, 

respectively.   
 

Real Estate was 

the best performing 

sector up 11% last 

year and up 13% p.a. 

the last 5 years.   
 

Timber returns 

benefitted from a 

one-time $3 million 

fee reversal in fiscal 

2016. 
 

Infrastructure has 

also performed well 

with a 5-year net 

annual return of 

4.71%.   



Job Service, Retiree Health and Group Insurance - June 30, 2016 
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1 Yr Ended 3 Yrs Ended 5 Yrs Ended

Risk

5 Yrs 

Ended

Risk Adj 

Excess 

Return

5 Yrs Ended

6/30/2016 6/30/2016 6/30/2016 ARb 6/30/2016 6/30/2016

JOB SERVICE PENSION PLAN

96,588,333$              

Total Fund Return - Net 5.45% 7.35% 7.33% 6.0% 1.01%

Policy Benchmark Return 2.20% 5.48% 5.70% 5.5%

Excess Return 3.24% 1.87% 1.63% 109%

1 Yr Ended 3 Yrs Ended 5 Yrs Ended

Risk

5 Yrs 

Ended

Risk Adj 

Excess 

Return

5 Yrs Ended

6/30/2016 6/30/2016 6/30/2016 ARb 6/30/2016 6/30/2016

PERS RETIREE HEALTH

101,623,224$           

Total Fund Return - Net 0.72% 6.55% 6.94% 8.6% -0.80%

Policy Benchmark Return 1.60% 6.97% 7.11% 7.8%

Excess Return -0.88% -0.42% -0.17%

PERS GROUP INSURANCE

37,715,356$            

Total Fund Return - Net 1.49% 0.51% 0.41% 0.5% 0.04%

Policy Benchmark Return 1.56% 0.54% 0.36% 0.5%

Excess Return -0.07% -0.03% 0.05%

Asset Allocation: 
 

Job Service (40% 

Equity / 60% Bonds) 

performed well due 

to its de-risking 

strategy which 

included low-

volatility equities and 

core fixed income. 
 

Retiree Health 

(60% Equity / 40% 

Bonds) had 

underperformed its 

benchmarks, but 

generated reasonable 

absolute returns due 

to large cap tilt and 

no private equity. 
 

Group Insurance 

(90% short-term 

bonds and 10% cash) 

has generally met 

expectations. 



Investment Fee Update 
As of June 30, 2016 

 

 

 

 

 

 



Investment Fees and Expenses – Overview 
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During the last three-years, investment management fees and expenses as a % of average assets 

under management declined from 0.65% in fiscal 2013 to 0.51% in fiscal 2014 to 0.48% in fiscal 2015 

and to less than 0.45% in fiscal 2016.   

 

 

 

 

 

 

 

 

 

 

 

  Based on $10 billion of average assets under management, this 20+ bps decline between fiscal 

2013 and fiscal 2016 translates into approximately $20 million of annual incremental savings.   

 

  RIO will diligently work to prudently manage all SIB client investment fees and expenses, but 

acknowledges it will be challenging to reduce fees and expenses below 45 bps (0.45%) per annum in 

future years.  Current fiscal years results were materially impacted by low incentive performance fees. 

 
A basis point (or “bp”) is equal to one one-hundredth of one percent (or 0.01%) such that 100 basis points (“bps”) is equivalent to 1%. 

Note:  All amounts are deemed to be materially accurate, but are unaudited and subject to change. 

Investment Fees Average "Assets % of 

All State Investment Board Clients and Expenses Under Management" "AUM"
a b a / b 

Fiscal Year Ended June 30, 2013 $45 million $6.9 billion 0.65%
 

Fiscal Year Ended June 30, 2014 $44 million $8.6 billion 0.51%
 

Fiscal Year Ended June 30, 2015 $48 million $10.1 billion 0.48%
 

Fiscal Year Ended June 30, 2016 $46 million $10.9 billion 0.42%
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A basis point is equal to one one-hundredth of one percent (or 0.01%) such that 100 basis points is equivalent to 1%. 

 PERS fees declined to 52 bps from 63 bps in the last year due to various fee reduction 

initiatives which have benefitted from strong asset growth in North Dakota.  SIB client assets 

under management have increased by 51% (or $3.8 billion) in the last three years. 

Note:  All amounts are deemed to be materially accurate, but are unaudited and subject to change. 

 Average Market 

Value Fees in $ Fees in %

Contribution 

to Total 

Fees

 Average Market 

Value Fees in $ Fees in %

Contribution 

to Total 

Fees

Investment managers' fees:

Global equity managers 381,723,510    1,463,105   0.38% 0.06% 367,748,943    2,847,819      0.77% 0.12%

Domestic large cap equity managers 415,066,060    1,042,600   0.25% 0.04% 424,019,221    610,866         0.14% 0.03%

Domestic small cap equity managers 117,678,274    661,525      0.56% 0.03% 121,601,493    550,418         0.45% 0.02%

Developed international equity managers 268,317,607    1,087,387   0.41% 0.05% 265,970,201    911,722         0.34% 0.04%

Emerging markets equity managers 88,000,359      717,641      0.82% 0.03% 83,685,353      692,265         0.83% 0.03%

Investment grade domestic fixed income managers 301,575,217    1,164,370   0.39% 0.05% 312,406,325    1,176,165      0.38% 0.05%

Below investment grade fixed income managers 128,662,524    1,349,888   1.05% 0.06% 128,164,584    1,440,432      1.12% 0.06%

Developed international fixed income managers 121,049,255    428,095      0.35% 0.02% 115,019,321    421,044         0.37% 0.02%

Real estate managers 256,587,200    2,470,029   0.96% 0.10% 226,488,804    2,631,744      1.16% 0.11%

Timber managers 80,540,706      (1,054,317)  -1.31% -0.04% 93,271,813      351,187         0.38% 0.01%

Infrastructure managers 108,898,046    1,148,047   1.05% 0.05% 100,057,644    1,150,098      1.15% 0.05%

Private equity managers 84,636,554      1,524,925   1.80% 0.06% 97,531,474      1,579,453      1.62% 0.07%

Cash & equivalents managers 34,951,692      34,800        0.10% 0.00% 33,606,169      36,755           0.11% 0.00%

Total investment managers' fees 2,387,687,004 12,038,095 0.50% 2,369,571,345 14,399,967    0.61%

Custodian fees 227,822      0.01% 0.01% 238,481         0.01% 0.01%

Investment consultant fees 150,745      0.01% 0.01% 189,876         0.01% 0.01%

Total investment expenses 12,416,661 0.52% 14,828,324    0.63%

ND Public Employees Retirement System

Schedule of Investment Expenses

FY 2016 FY 2015



Investment Performance Update 
As of September 30, 2016 

 

 

 

 

 

 



Returns improved sharply from the 1-year ended June 30, 2016,  
to the 1-year ended September 30, 2016. 
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PERS Performance for the 1-year ended June 30, 2016: 

PERS Performance for the 1-year ended September 30, 2016: 



PERS Net Returns > 8% for 5-years ended 9/30/16 
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Market Value Actual Policy Gross (4) Net Gross (4) Net Gross (4) Net Gross (4) Net

TOTAL FUND 2,548,430,036   100.0% 100.0% 3.76% 3.68% 0.61% 0.28% 6.84% 6.51% 6.82% 6.49%

POLICY BENCHMARK 3.61% 3.61% 0.56% 0.56% 5.92% 5.92% 6.08% 6.08%

GLOBAL EQUITIES 1,473,368,642  57.8% 58.0% 5.42% 5.32% -3.59% -3.90% 6.89% 6.53% 7.79% 7.50%

Benchmark 51.0% 5.27% 5.27% -3.86% -3.86% 5.98% 5.98% 7.00% 7.00%

0.525028255

GLOBAL FIXED INCOME 578,897,676     22.7% 23.0% 2.23% 2.16% 4.76% 4.50% 4.44% 4.19% 3.83% 3.63%

Benchmark 1.72% 1.72% 6.21% 6.21% 3.63% 3.63% 2.35% 2.35%

GLOBAL REAL ASSETS 474,876,466     18.6% 19.0% 0.89% 0.81% 8.53% 7.99% 9.80% 9.34% 7.46% 7.11%

Benchmark 1.07% 1.07% 6.25% 6.25% 7.85% 7.85% 6.28% 6.28%

GLOBAL CASH 21,287,252       0.8% 0.0% 0.12% 0.12% 0.29% 0.29% 0.13% 0.13% 0.12% 0.12%

Benchmark 0.10% 0.10% 0.19% 0.19% 0.09% 0.09% 0.09% 0.09%

September-16

Allocation

3 Years Ended

6/30/2016

5 Years Ended

6/30/2016

Current

Fiscal YTD FY16

Prior Year



PERS Asset Allocations – June 30 to Sep. 30, 2016 
PERS “Total Fund” up $89 million for the quarter ended Sep. 30, 2016 
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Callan Performance Attribution – Sep. 30, 2016 
Callan “Actual Returns” used for 3- and 5-years ended 9/30/16 
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Economic and Capital Markets Update 
As of June 30, 2016 

 

 

 

 

 

 



Historical Asset Class Market Returns – June 30, 2016 
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Last 5-Years: 
 

 U.S. Large Cap Equity (up 11.88%) has been one of the top performing asset classes in the last 

5-years, followed by Real Estate (up 11.51%) and U.S. Small Cap Equity (up 8.35%).  
  

 During the last 5-years, U.S. Bonds (up 3.76%) and High Yield (up 5.84%) performed generally 

in line with long-term expectations (along with Inflation Protected Debt, up 2.27%). 
 

 Emerging Market Equity (down 3.78%) and International Equity (up 1.68%) and International 

Debt (up 0.34%) performed poorly the last 5-years, although International Debt surpassed 

most other major indices last year (up 11.24%).   

Asset Class Benchmark 1-Year 3-Years 5-Years 10-Years

Large Cap US Stocks Russell 1000 2.93% 11.48% 11.88% 7.51%

Small Cap US Stocks Russell 2000 -6.73% 7.09% 8.35% 6.20%

Non-US Stocks (Developed) MSCI EAFE -10.16% 2.06% 1.68% 1.58%

Non-US Stocks (Emerging) MSCI Emerging Markets -12.05% -1.56% -3.78% 3.54%

US Bonds Barclays Aggregate 6.00% 4.06% 3.76% 5.13%

High Yield Bonds Barclays Corporate High Yield 1.62% 4.18% 5.84% 7.56%

International Debt Barclays Global Aggregate Ex-US 11.24% 1.85% 0.34% 4.00%

Inflation Protected Barclays Global Inflation Linked 2.55% 2.74% 2.27% 4.42%

Real Estate NCREIF 10.64% 11.61% 11.51% 7.40%

Period Ended June 30, 2016
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Last Year:  U.S. Fixed Income (Barclays Aggregate) returned 6% and the S&P 500 returned 4% last 

year.  In contrast, U.S. Small Cap Equity (Russel 2000) declined 6.7% and International Equity (MSCI 

EAFE) declined 10.2%.  The Bloomberg Commodity Index declined 13.5% during the last fiscal year. 



U.S Economy – GDP Growth Rates 
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 Quarterly GDP 
Growth Rates  (top 

chart) have not 
exceeded 3% since 
the 4Q of 2014 
and not exceeded 
2% in the last year. 

 Annual GDP 
Growth Rates 
(bottom chart) have 
trended down 
since peaking at 
3.3% during the 1st 
quarter of 2015 
and approximate 
1.2% as of the 2nd 
quarter of 2016. 



U.S Labor Market – Unemployment Rate and Productivity Index 
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Source: U.S. Dept. of 
Labor: Bureau of 
Labor Statistics 

U.S. labor markets 

appear to be 

improving as the 

“Unemployment 

Rate” is now 

below 5% since 

peaking at 10% in 

October of 2009.   

 

The “Labor  

Productivity 

Index” has 

trended upward 

since 2006, but 

has declined four  

consecutive 

quarters (to 106) 

since hitting an 

all-time high of 

107 in 3Q of 2015.   

In the United States, the productivity of nonfarm workers is measured as the output of goods and services per hour worked. Labor productivity is 

calculated by dividing an index of real output by an index of hours worked of all persons, including employees, proprietors, and unpaid family workers. 



U.S Labor Market – Wage Growth and Participation Rates 

33 Source: U.S. Department of Labor: Bureau of Labor Statistics 

U.S. labor 

markets appear 

to be improving 

as “Wage 

Growth” has 

been averaging 

4% or higher 

during the two 

years.   

 
The “Labor  

Participation 

Rate” remains 

below long-

term historical 

averages, but 

appears to 

have leveled 

out at slightly 

above 62.5% 

over the last 

year. 
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Actual Projected

2015 2016-2010

United States 2.4% 2.0%

Europe 1.9% 2.1%

Japan 0.5% 1.4%

Mature Economies 1.9% 2.1%

China 3.8% 4.5%

India 7.3% 6.0%

Emerging Economies 3.1% 4.0%

World Total 2.5% 3.1%

“World GDP Growth Rates” have declined to 2.5% from 2012 to 2015, 

with some “Experts” projecting slightly higher future growth rates. 

Source:  Historical Global GDP Growth Rates from The World Bank Group ,with Projected Growth Rates by The Conference Board.  



Appendix of Supporting Materials 
For PERS Annual Investment Report - June 30, 2016 

 

 

 

 

 

 

SIB Accepted July 22, 2016 PERS Job Service Retiree Health Group Insurance

Global Equity 58% 40% 60% 0%

 - Public 51% 40% 60% 0%

 - Private 7% 0% 0% 0%

Global Fixed Income 23% 60% 40% 90%

 - Investment Grade 18% 54% 32% 90%

 - Other 5% 6% 8% 0%

Global Real Assets 19% 0% 0% 0%

 - Real Estate 11% 0% 0% 0%

 - Infrastructure/Timber 8% 0% 0% 0%

Cash 0% 0% 0% 10%

Total 100% 100% 100% 100%

PERS related asset allocation policies effective July of 2016: 



Global Equity, Fixed Income and Real Asset Valuations 

36 



Actual versus Benchmark Return Comparisons – Equity 
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Overview:   

Global Equity 

returns beat 

performance 

benchmarks 

over the last 3- 

and 5-year 

periods, but 

underperformed 

in the last year 

primarily due to 

LSV and Epoch 

in World Equity 

generating 

0.63% of 

negative excess 

return. 



Actual vs Benchmark Returns – Fixed Income and Real Assets 
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Overview:   

Net returns for 

most fixed 

income and real 

asset classes 

exceed the 

stated policy 

benchmark for 

the 3- and 5-

year periods 

ended June 30, 

2016,  except 

Timber and 

International 

Fixed Income. 
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NOTE:  All data is deemed to be materially accurate, but unaudited and subject to change. 

PERS Private Equity Performance – June 30, 2016 

Market Value Actual Policy Gross (7) Net Gross (7) Net Gross (5) Net Gross (5) Net

Private Equity 50.17%

Brinson 1998 Partnership Fund 63,112             0.0% 4.14% 4.14% -0.68% -0.68% 1.77% 1.77% 0.95% 0.95%

Brinson 1999 Partnership Fund 169,561            0.0% 12.03% 12.03% -17.94% -17.94% 2.61% 2.61% 2.21% 2.21%

Brinson 2000 Partnership Fund 470,603            0.0% -1.75% -1.75% -10.71% -10.71% -1.74% -1.74% 1.43% 1.43%

Brinson 2001 Partnership Fund 760,798            0.0% -10.11% -10.11% -0.25% -0.25% 2.31% 2.31% 4.78% 4.78%

Brinson 2002 Partnership Fund 370,462            0.0% 9.43% 9.43% -19.50% -19.50% 1.65% 1.65% 4.69% 4.69%

Brinson 2003 Partnership Fund 179,919            0.0% -2.55% -2.55% 13.43% 13.43% 13.28% 13.28% 7.77% 7.77%

Total Brinson Partnership Funds 2,014,456         0.1% -1.98% -1.98% -7.11% -7.11% 1.87% 1.87% 3.69% 3.69%

Brinson 1999 Non-US Partnership Fund 201,255            0.0% 13.44% 13.44% -13.15% -13.15% 1.29% 1.29% 5.77% 5.77%

Brinson 2000 Non-US Partnership Fund 356,052            0.0% -7.68% -7.68% -4.91% -4.91% -2.64% -2.64% -2.51% -2.51%

Brinson 2001 Non-US Partnership Fund 85,249             0.0% 23.36% 23.36% 16.96% 16.96% 24.09% 24.09% 12.41% 12.41%

Brinson 2002 Non-US Partnership Fund 515,859            0.0% 29.09% 29.09% -7.15% -7.15% 8.10% 8.10% 5.92% 5.92%

Brinson 2003 Non-US Partnership Fund 283,492            0.0% 18.08% 18.08% -2.02% -2.02% 11.09% 11.09% 9.99% 9.99%

Brinson 2004 Non-US Partnership Fund 202,141            0.0% -8.26% -8.26% -6.29% -6.29% 5.80% 5.80% 3.35% 3.35%

Total Brinson Non-US Partnership Fund 1,644,048         0.1% 10.65% 10.65% -4.47% -4.47% 6.97% 6.97% 5.26% 5.26%

Adams Street 2008 Non-US Partnership Fd 3,746,686         0.2% 11.84% 11.84% 7.59% 7.59% 12.71% 12.71% 9.22% 9.22%

Brinson BVCF IV 1,888,686         0.1% -1.65% -1.65% 42.11% 42.11% 18.20% 18.20% 29.22% 29.22%

Adams Street Direct Co-investment Fund 2,796,519         0.1% 8.30% 8.04% 22.50% 22.23% 16.34% 15.92% 13.24% 13.00%

Adams Street 2010 Direct Fund 678,078            0.0% 7.48% 7.48% 4.61% 4.61% 15.27% 15.27% 13.88% 13.88%

Adams Street 2010 Non-US Emerging Mkts 647,480            0.0% 10.50% 10.50% 21.80% 21.80% 11.83% 11.83% 0.77% 0.77%

Adams Street 2010 Non-US Developed Mkts 1,319,772         0.1% 9.63% 9.63% -2.43% -2.43% 6.70% 6.70% 7.21% 7.21%

Adams Street 2010 Partnership Fund 2,765,892         0.1% 6.18% 6.18% 18.37% 18.37% 13.70% 13.70% 12.03% 12.03%

Total Adams Street 2010 Funds 5,411,222         0.2% 7.80% 7.80% 10.63% 10.63% 12.22% 12.22% 10.71% 10.71%

Adams Street 2015 Global Fund 759,021            0.0% N/A N/A N/A N/A N/A N/A N/A N/A

Matlin Patterson Global Opportunities 1                     0.0% 12.99% 12.99% 1.12% 1.12% 4.54% 4.54% 1.18% 1.18%

Matlin Patterson Global Opportunities II 815,701            0.0% 7.27% 7.27% 19.60% 19.60% 3.19% 3.19% -27.34% -27.34%

Matlin Patterson Global Opportunities III 13,531,512       0.6% -5.66% -5.66% -2.43% -2.43% -1.30% -1.30% 22.01% 22.01%

InvestAmerica (Lewis and Clark Fund) 667,195            0.0% -51.19% -51.19% -32.09% -32.09% -35.55% -35.55% -19.67% -19.67%

L&C II 4,822,765         0.2% 1.88% 1.88% -14.35% -14.35% -6.77% N/A -5.56% N/A

Hearthstone MSII 6,418               0.0% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00%

Hearthstone MSIII 2,218,171         0.1% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 27.65% 27.65%

Corsair III 6,719,925         0.3% 34.22% 34.22% -8.84% -8.84% 7.06% 7.06% 1.57% 1.35%

Corsair III - ND Investors LLC 5,980,979         0.2% 6.41% 6.41% -5.27% -5.27% -0.10% -0.10% 2.58% 2.53%

Corsair IV 8,581,238         0.3% -2.38% -2.38% 29.73% 29.73% 13.58% 13.58% 6.12% 6.00%

Capital International (CIPEF V) 3,922,718         0.2% -25.52% -25.52% -13.33% -13.33% -10.61% -10.61% -9.35% -9.35%

Capital International (CIPEF VI) 8,970,450         0.4% 1.06% 1.06% -21.71% -21.71% -9.32% -9.32% N/A N/A

EIG (formerly TCW) 2,341,021         0.1% -67.59% -67.59% -23.62% -23.62% -38.29% -38.29% -24.04% -24.04%

Quantum Resources 25,905             0.0% N/A N/A -42.83% -42.83% N/A N/A N/A N/A

Quantum Energy Partners 3,073,824         0.1% -22.63% -22.63% -19.31% -19.31% -6.45% -6.45% 4.85% 4.85%

Total Private Equity (5) 79,938,460       3.3% 5.0% -7.19% -7.20% -5.37% -5.39% -2.96% -2.98% 0.49% 0.48%

June-16

Allocation

Prior Year

FY15 3 Years Ended

6/30/2016

5 Years Ended

6/30/2016

Current

Fiscal YTD



Standard Deviation Relative to Policy Benchmark 
10 Years Ended June 30, 2016 

40 

PERS risk, as measured by 

standard deviation, has 

declined from over 120% in 

2008 to approximately 

105% since 2014.  Risk 

remains within board 

approved guidelines of 1.15 

of the policy benchmark for 

the last 5 years. 

PERS standard deviation 

for the 5-years ended 

June 30, 2016 was 7.7% 

which exceeded the 

policy benchmark of 7.4% 

by 105%.  

 0.90

 0.95

 1.00

 1.05

 1.10

 1.15

 1.20

 1.25

 1.30

PERS Rolling 20 Quarters

PERS Rolling 12 Quarters

Reference



Excess Return Relative to Policy Benchmark 
10 Years Ended June 30, 2016 

41 

 

 

 

Excess Return for the 5-

years ended June 30, 2016 

was 0.41% and turned 

positive in 2014. 

 

 

 

 

 

 

 
 

Excess Return results 

when incremental income 

generated from active 

management exceeds 

investment management 

fees. 
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Risk Adjusted Excess Return 
10 Years Ended June 30, 2016 

Risk Adjusted Excess  

Return measures a portfolio’s 

excess return adjusted by its  

risk relative to a benchmark  

portfolio.  This metric is  

positive if returns are due to  

“smart” investment decisions  

or negative if driven by excess  

risk.   

 

PERS Risk Adjusted  

Excess Return turned  

positive on a rolling 3-year  

basis in 2014 and on a  

rolling 5-year basis in 2015.   
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TFFR Investment Update 
For the Periods Ended June 30, 2016 

September 15, 2016 

 

     Note:   This document contains unaudited data as of June 30, 2016, which  
 is deemed to be materially accurate, but is subject to change. 

 

Dave Hunter, Executive Director/CIO 

Darren Schulz, Deputy Chief Investment Officer 

ND Retirement & Investment Office (RIO) 

State Investment Board (SIB)  

 

 

 

 

 

 

 



Executive Summary for periods ended June 30, 2016 

2 

Investment Performance –  

 For the fiscal year ended June 30, 2016, TFFR generated a net investment return of 0.28% versus 
a policy benchmark of 0.62%.  Disappointing returns in World Equity (-7.3% actual vs -2.8% index) 
and Fixed Income (+4.5% actual vs +6.4% index) were partially offset by above benchmark results 
in U.S. Equity (+1.9% actual vs +0.73% index) and International Equity (-7.9% actual vs -10.4% 
index).  Global Real Assets consistently outperformed the relative benchmark (+7.8% actual vs 
+6.3% index) and included Real Estate (+11.3% actual vs +10.6% index), Timber (+4.3% actual vs 
+3.5% index) and Infrastructure (+2.9% actual vs +0.64% index).   

 Asset allocation is the primary driver of returns over the long-term.  TFFR generated  a net return 
of 6.3% for the 5-years ended June 30, 2016, which exceeded the policy benchmark (of 5.7%) by 
over 0.50%.  During the last 5-years, asset allocation and active management generated over   
$515 million (92%) and $45 million1 (8%) of TFFR’s net investment income, respectively. 

 TFFR’s investment returns have consistently ranked in the second quartile of the Callan Public 
Fund Sponsor Database over the last five years.  On an unadjusted basis,  TFFR’s returns ranked in 
the 32nd and 37th percentile for the 3- and 5-year periods ended June 30, 2016. 

Risk Update –  

 Since 2008, TFFR risk (as measured by actual standard deviation divided by the policy benchmark) 
has declined from over 115% to approximately 105% on a rolling 3- and 5-years basis.   

Footnote 1:  The market value of TFFR’s assets exceeded $1.8 billion for the five-years ended June 30, 2016 ($1.8 billion x 0.5% = $9 million x 5 years = $45 million). 



TFFR Investment Ends – June 30, 2016 
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Net Return:  TFFR’s net investment rate of return for the 5-year period ended June 30, 2016 was 
6.32% versus a policy benchmark of 5.73% resulting in an Excess Return of 0.59% (or 59 bps). 
 

Risk:  TFFR’s standard deviation for the 5-year period ended June 30, 2016 was 8.2% versus a 
policy benchmark of 7.9% resulting in a portfolio risk ratio of 105%.  This is within TFFR’s stated 
risk tolerance which indicates this ratio should not exceed 115%. 
 

The Risk-Adjusted Excess Return of TFFR’s portfolio (net of fees and expenses) was 0.31% for the 
5-year period ended June 30, 2016, thereby exceeding the stated policy benchmark. 

SIB clients should receive investment returns consistent with their written investment policies and market 

variables.  This “End” is evaluated based on comparison of each client’s (a) actual net rate of return,  (b) 

standard deviation and (c) risk adjusted excess return, to the client’s policy benchmark over 5 years.   

1 Yr Ended 3 Yrs Ended 5 Yrs Ended

Risk

5 Yrs 

Ended

Risk Adj 

Excess 

Return

5 Yrs Ended

6/30/2016 6/30/2016 6/30/2016 ARb 6/30/2016 6/30/2016

TFFR

Total Fund Return - Net 0.28% 6.55% 6.32% 8.2% 0.31%

Policy Benchmark Return 0.62% 5.95% 5.73% 7.9%

Excess Return -0.34% 0.60% 0.59% 105%



TFFR Long Term Results are Near Long-Term Assumptions 
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The TFFR Pension Plan is a Long Term Investor   
 

Net investment returns for the TFFR Pension Plan have approximated 7.73% for the last 30-years 
which is materially consistent with the plan’s long term actuarial assumption of 7.75%. 

Fiscal Years ended June 30

Fund Name 9/30/15 12/31/15 3/31/16 6/30/16 2016 2015 2014 2013 2012 3 Years 5 Years 10 Years 20 Years 30 Years

TFFR -4.98% 2.72% 1.31% 1.41% 0.28% 3.52% 16.53% 13.57% -1.12% 6.55% 6.32% 4.45% 6.48% 7.73%

Quarter Ended

Investment Performance (net of fees)

ND RETIREMENT AND INVESTMENT OFFICE

ND STATE INVESTMENT BOARD

INVESTMENT PERFORMANCE SUMMARY

AS OF JUNE 30, 2016

Periods ended 6/30/16 (annualized)



TFFR – Above Median Returns with Below Median Risk in Last 3 Years 
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TFFR generated 2nd quartile gross returns over the Last 5 Years.  TFFR returns ranked 

in the 32nd percentile with 60th percentile risk (see next slide) over the Last 3 Years. 



TFFR - 2nd Quartile Returns with 3rd Quartile Risk in “Last 3 Years” 
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Risk, as measured by standard deviation, has declined from the 39th 

percentile in the “Last 5 Years” to the 60th percentile in the “Last 3 Years”. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Last Year Last 3 Years Last 5 Years Last 10 Years

2.0

4.0

6.0

8.0

10.0

12.0

14.0

Group: CAI Public Fund Sponsor Database

for Periods Ended June 30, 2016

Standard Deviation

10th Percentile 8.5 6.7 9.6 12.2

25th Percentile 7.7 6.1 8.6 11.4

Median 6.9 5.6 7.8 10.6

75th Percentile 6.3 5.0 6.8 8.9

90th Percentile 5.4 4.5 5.8 6.7

Member Count 252 237 219 188

Total Fund-TFFR A 6.8 5.4 8.2 12.3

A (53)

A (60)

A (39)

A (8)

Standard 

Deviation is a 

commonly used 

risk metric used 

to monitor 

volatility. 
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TFFR Activity from June 30, 2015 to June 30, 2016 

TFFR’s Net Position declined by $18 million (j) last year as Benefit Payments (b) 

exceeded Contributions (c) by $24 million (d), while Net Investment Earnings (g) 

were only $8 million (after investment expenses). 

Note:  The above table is presented in millions of dollars. 

TFFR
Net Investment Position -  June 30, 2015 $2,142 ab

   Benefit Payments b ($186)  

   Contributions c $162  

         Net Contributions (b - c) ($24) d

   Investment Earnings e $19  

   Investment  Expenses f ($11)  

          Net Investment Earnings (e - f) $8 g

Administrative Expenses ($2) h

Net Investment Position -  June 30, 2016 $2,124 i

Change in Net Investment Position                         (i - a) ($18) j 



TFFR:  Investment Manager Fees by Asset Class 

8 
A basis point is equal to one one-hundredth of one percent (or 0.01%) such that 100 basis points is equivalent to 1%. 

  TFFR’s fees declined to 52 bps from 63 bps in the last year (and 81 bps in fiscal 2013) due to various 

fee reduction initiatives which have benefitted from strong asset growth in North Dakota.  SIB 

client assets under management have increased by 51% (or $3.8 billion) in the last two years. 

Note:  All amounts are deemed to be materially accurate, but are unaudited and subject to change. 

 Average Market 

Value Fees in $

Fees as % of 

Average MV

Contribution 

to Total Fees

 Average Market 

Value Fees in $

Fees as % of 

Average MV

Contribution 

to Total Fees

Investment managers' fees:

Global equity managers 321,572,579    1,230,533   0.38% 0.06% 321,891,600    2,485,008      0.77% 0.12%

Domestic large cap equity managers 358,363,312    903,523      0.25% 0.04% 361,755,481    522,029         0.14% 0.03%

Domestic small cap equity managers 100,948,962    563,542      0.56% 0.03% 101,678,471    460,633         0.45% 0.02%

Developed international equity managers 241,176,848    977,198      0.41% 0.05% 242,786,431    825,671         0.34% 0.04%

Emerging markets equity managers 64,914,247      529,699      0.82% 0.03% 61,770,280      510,947         0.83% 0.03%

Investment grade domestic fixed income managers 257,980,949    1,005,950   0.39% 0.05% 264,435,526    994,837         0.38% 0.05%

Below investment grade fixed income managers 105,033,618    1,078,620   1.03% 0.05% 114,424,543    1,285,910      1.12% 0.06%

Developed international fixed income managers 105,997,529    376,723      0.36% 0.02% 101,497,930    369,873         0.36% 0.02%

Real estate managers 217,214,225    2,053,698   0.95% 0.10% 205,843,933    2,391,856      1.16% 0.12%

Timber managers 73,053,142      (956,302)     -1.31% -0.05% 84,600,686      318,538         0.38% 0.02%

Infrastructure managers 97,501,541      1,027,901   1.05% 0.05% 89,786,228      1,031,424      1.15% 0.05%

Private equity managers 77,686,695      1,355,652   1.75% 0.07% 89,522,760      1,449,758      1.62% 0.07%

Cash & equivalents managers 19,020,916      23,185        0.12% 0.00% 25,407,621      26,995           0.11% 0.00%

Total investment management fees 2,040,464,564 10,169,922 0.50% 2,065,401,488 12,673,478    0.61%

Custodian fees 197,310      0.01% 0.01% 210,361         0.01% 0.01%

Investment consultant fees 204,752      0.01% 0.01% 169,068         0.01% 0.01%

Total investment expenses 10,571,984 0.52% 13,052,907    0.63%

Actual Investment Performance (Net of Fees) 0.28% 3.52%

Policy Benchmark 0.62% 2.16%

Outperformance/(Underperformance) -0.34% 1.36%

FY 2016 FY 2015

ND Teachers' Fund for Retirement

Schedule of Investment Expenses



Economic and Capital Markets Update 
As of June 30, 2016 

 

 

 

 

 

 



U.S Economy – GDP Growth Rates 
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 Quarterly GDP 
Growth Rates  (top 

chart) have not 
exceeded 3% since 
the 4Q of 2014 
and not exceeded 
2% in the last year. 

 Annual GDP 
Growth Rates 
(bottom chart) have 
trended down 
since peaking at 
3.3% during the 1st 
quarter of 2015 
and approximate 
1.2% as of the 2nd 
quarter of 2016. 



U.S Labor Market – Unemployment Rate and Productivity Index 
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Source: U.S. Dept. of 
Labor: Bureau of 
Labor Statistics 

U.S. labor markets 

appear to be 

improving as the 

“Unemployment 

Rate” is now 

below 5% since 

peaking at 10% in 

October of 2009.   

 

The “Labor  

Productivity 

Index” has 

trended upward 

since 2006, but 

has declined four  

consecutive 

quarters (to 106) 

since hitting an 

all-time high of 

107 in 3Q of 2015.   

In the United States, the productivity of nonfarm workers is measured as the output of goods and services per hour worked. Labor productivity is 

calculated by dividing an index of real output by an index of hours worked of all persons, including employees, proprietors, and unpaid family workers. 



U.S Labor Market – Wage Growth and Participation Rates 

12 Source: U.S. Department of Labor: Bureau of Labor Statistics 

U.S. labor 

markets appear 

to be improving 

as “Wage 

Growth” has 

been averaging 

4% or higher 

during the two 

years.   

 
The “Labor  

Participation 

Rate” remains 

below long-

term historical 

averages, but 

appears to 

have leveled 

out at slightly 

above 62.5% 

over the last 

year. 
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Actual Projected

2015 2016-2010

United States 2.4% 2.0%

Europe 1.9% 2.1%

Japan 0.5% 1.4%

Mature Economies 1.9% 2.1%

China 3.8% 4.5%

India 7.3% 6.0%

Emerging Economies 3.1% 4.0%

World Total 2.5% 3.1%

“World GDP Growth Rates” have declined to 2.5% from 2012 to 2015, 

with some “Experts” projecting slightly higher future growth rates. 

Source:  Historical Global GDP Growth Rates from The World Bank Group ,with Projected Growth Rates by The Conference Board.  
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Key:  Long-Term Treasury Rates Fell 0.85% Last Year 
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Last Year:  U.S. Fixed Income (Barclays Aggregate) returned 6% and the S&P 500 returned 4% last 

year.  In contrast, U.S. Small Cap Equity (Russel 2000) declined 6.7% and International Equity (MSCI 

EAFE) declined 10.2%.  The Bloomberg Commodity Index declined 13.5% during the last fiscal year. 



Historical Asset Class Market Returns – June 30, 2016 
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Last 5-Years: 
 

 U.S. Large Cap Equity (up 11.88%) has been one of the top performing asset classes in the last 

5-years, followed by Real Estate (up 11.51%) and U.S. Small Cap Equity (up 8.35%).  
  

 During the last 5-years, U.S. Bonds (up 3.76%) and High Yield (up 5.84%) performed generally 

in line with long-term expectations (along with Inflation Protected Debt, up 2.27%). 
 

 Emerging Market Equity (down 3.78%) and International Equity (up 1.68%) and International 

Debt (up 0.34%) performed poorly the last 5-years, although International Debt surpassed 

most other major indices last year (up 11.24%).   

Asset Class Benchmark 1-Year 3-Years 5-Years 10-Years

Large Cap US Stocks Russell 1000 2.93% 11.48% 11.88% 7.51%

Small Cap US Stocks Russell 2000 -6.73% 7.09% 8.35% 6.20%

Non-US Stocks (Developed) MSCI EAFE -10.16% 2.06% 1.68% 1.58%

Non-US Stocks (Emerging) MSCI Emerging Markets -12.05% -1.56% -3.78% 3.54%

US Bonds Barclays Aggregate 6.00% 4.06% 3.76% 5.13%

High Yield Bonds Barclays Corporate High Yield 1.62% 4.18% 5.84% 7.56%

International Debt Barclays Global Aggregate Ex-US 11.24% 1.85% 0.34% 4.00%

Inflation Protected Barclays Global Inflation Linked 2.55% 2.74% 2.27% 4.42%

Real Estate NCREIF 10.64% 11.61% 11.51% 7.40%

Period Ended June 30, 2016



TFFR Investment Review 
As of June 30, 2016 
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TFFR Actual Allocations are within 1% to 3% of Target Allocations 



TFFR – Net Investment Returns – June 30, 2016 
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For the current fiscal year ended June 30, 2016, TFFR generated a net return of 0.28%, largely due to 

slowing global growth rates and significant political uncertainty in many markets. As a result, Global Equities, with 

a 58% allocation, declined by 3.9% last year. On a positive note, Fixed Income and Real Assets displayed strong 

gains as both benchmarks increased by 6.3% in the last fiscal year. TFFR Fixed Income (with a 23% allocation) 

underperformed as the portfolio was positioned for a gradual rise in rates during a period when rates declined, 

while Real Assets (up 7.83%) was TFFR’s top asset class. 

Market Value

 June 30, 2016

TOTAL FUND 2,082,183,640   0.28% 6.55% 6.32%

Benchmark 0.62% 5.96% 5.73%

  NET EXCESS RETURN -0.34% 0.59% 0.59%

GLOBAL EQUITIES 1,208,387,567  -3.93% 6.53% 7.53%

Benchmark -3.76% 6.05% 7.08%

0.437627407

GLOBAL FIXED INCOME 483,243,200     4.49% 4.15% 3.61%

Benchmark 6.36% 3.68% 2.38%

GLOBAL REAL ASSETS 372,030,580     7.83% 9.30% 7.10%

Benchmark 6.29% 7.87% 6.29%

CASH EQUIVALENTS 18,522,293       0.29% 0.13% 0.12%

Benchmark 0.19% 0.09% 0.09%

as of 

Fiscal Year

Ended

6/30/2016

5 Years 

Ended

6/30/2016 6/30/2016

3 Years 

Ended

58% 

18% 

23% 

1% 

TFFR New Target 

Asset Allocation: 
 

Global Equity  58% 

Fixed Income  23% 

Real Assets     18% 

Cash Equiv.      1% 

Total      100% 



Excess Return Relative to Policy Benchmark 
10 Years Ended 6/30/2016 
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-5.000%

-4.000%

-3.000%

-2.000%

-1.000%

0.000%

1.000%

2.000%

3.000%

4.000%

TFFR Rolling 20 Quarters

TFFR Rolling 12 Quarters

TFFR’s excess 

return was 

exceeded  0.50% for 

the 5-years ended 

June 30, 2016 

(“TFFR Rolling 20 

Quarters”). 



Relative Standard Deviation Relative to Policy Benchmark 
10 Years Ended 6/30/2016 
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 0.90

 0.95

 1.00

 1.05

 1.10

 1.15

 1.20

 1.25

 1.30

TFFR Rolling 20 Quarters

TFFR Rolling 12 Quarters

Reference

TFFR’s standard 

deviation remains 

within investment 

guidelines of 1.15 (or 

115% of the policy 

benchmark over the 

last 5 years). 

TFFR’s standard 

deviation for the 5-

years ended June 

30, 2016 was 8.2%,  

which was 105% of 

the policy 

benchmark of 7.9%.  



Risk Adjusted Excess Return 
10 Years Ended 6/30/2016 
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-1.000%
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1.000%

2.000%

3.000%

4.000%

TFFR Rolling 20 Quarters

TFFR Rolling 12 Quarters

TFFR’s risk adjusted 

excess return turned 

positive on a rolling 

3-year basis in 2013 

(dashed line) and on 

a rolling 5-year basis 

(solid line) in 2014. 

 

Risk Adjusted Excess  

Return measures a portfolio’s 

excess return adjusted by its  

risk relative to a benchmark  

portfolio.  This metric is  

positive if returns are due to  

“smart” investment decisions  

or negative if driven by excess  

risk.   



Appendix of Supporting Materials 
For TFFR Investment Update as of June 30, 2016 

 

 

 

 

 

 



Global Equity, Fixed Income and Real Asset Valuations 
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Actual versus Benchmark Return Comparisons – Equity 
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Overview:   

Global Equity 

returns beat 

performance 

benchmarks 

over the last 3- 

and 5-year 

periods, but 

underperformed 

in the last year 

primarily due to 

LSV and Epoch 

in World Equity 

generating 

0.63% of 

negative excess 

return. 



Actual vs Benchmark Returns – Fixed Income and Real Assets 
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Overview:   

Net returns for 

most fixed 

income and real 

asset classes 

exceed the 

stated policy 

benchmark for 

the 3- and 5-

year periods 

ended June 30, 

2015,  except 

Timber and 

International 

Fixed Income. 



27 NOTE:  All data is deemed to be materially accurate, but unaudited and subject to change. 

Market Value Actual Policy Gross (5) Net Gross (5) Net Gross (5) Net Gross (5) Net

TOTAL FUND 2,082,183,640   100.0% 100.0% 0.61% 0.27% 3.86% 3.52% 6.89% 6.55% 6.66% 6.32%

POLICY TARGET BENCHMARK 0.62% 0.62% 2.16% 2.16% 5.96% 5.96% 5.73% 5.73%

GLOBAL EQUITIES 1,208,387,567  58.0% 58.0% -3.62% -3.93% 3.51% 3.17% 6.88% 6.53% 7.81% 7.53%

Benchmark 52.0% -3.76% -3.76% 1.55% 1.55% 6.05% 6.05% 7.08% 7.08%

0.437627407

Epoch (1) 148,147,393     7.1% 7.0% -5.93% -6.53% 8.58% 7.85% 6.49% 5.78% 7.57% 6.80%

LSV 187,567,281     9.0% 9.0% -7.05% -7.85% 1.94% 1.03% 6.58% 5.84% N/A N/A

Total Global Equities 335,714,674     16.1% 16.0% -6.53% -7.27% 4.68% 3.84% 6.44% 5.70% 7.14% 6.55%

MSCI World -2.78% -2.78% 1.43% 1.43% 6.95% 6.95% 7.72% 7.72%

Domestic - broad 478,121,554     23.0% 21.5% 2.02% 1.90% 8.65% 8.47% 11.55% 11.33% 11.48% 11.29%

Benchmark 0.72% 0.72% 7.26% 7.26% 10.54% 10.54% 10.49% 10.49%

Large Cap Domestic 45.44%

LA Capital 140,158,754     6.7% 6.6% 5.17% 4.95% 12.76% 12.52% 14.27% 14.03% 13.62% 13.40%

Russell 1000 Growth 3.02% 3.02% 10.56% 10.56% 13.07% 13.07% 12.35% 12.35%

LA Capital 86,944,265       4.2% 3.3% 6.04% 5.92% 8.26% 8.12% 12.62% 12.48% 13.07% 12.90%

Russell 1000 2.94% 2.94% 7.37% 7.37% 11.48% 11.48% 11.88% 11.88%

Northern Trust 65,256,170       3.1% 3.3% 1.76% 1.76% 6.26% 5.89% 11.10% 10.70% 12.55% 12.16%

Clifton 78,328,590       3.8% 3.3% 4.60% 4.60% 7.43% 7.41% 11.89% 11.88% 12.45% 12.39%

S&P 500 3.99% 3.99% 7.42% 7.42% 11.66% 11.66% 12.10% 12.10%

Total Large Cap Domestic 370,687,779     17.8% 16.6% 4.63% 4.52% 9.48% 9.30% 12.77% 12.60% 12.86% 12.64%

Russell 1000 (2) 24.0% 2.94% 2.94% 7.37% 7.37% 11.48% 11.48% 12.09% 12.09%

Small Cap Domestic 43.46%

Atlanta Capital 49,232,389       2.4% 2.4% N/A N/A N/A N/A N/A N/A N/A N/A

Callan (5) (6) -                   0.0% 0.0% N/A N/A 3.98% 3.98% N/A N/A N/A N/A

Clifton 58,201,387       2.8% 2.4% -5.49% -5.85% 7.58% 7.17% 8.31% 7.84% 9.61% 9.13%

Total Small Cap Domestic 107,433,775     5.2% 4.8% -6.86% -7.04% 5.77% 5.57% 7.22% 6.87% 9.40% 8.95%

Russell 2000 7.0% -6.73% -6.73% 6.49% 6.49% 7.09% 7.09% 8.35% 8.35%

June-16

Allocation

Current

Fiscal YTD 5 Years Ended

6/30/2016 6/30/2016

Prior Year

FY15 3 Years Ended

TFFR Investment Performance Report – June 30, 2016 



28 NOTE:  All data is deemed to be materially accurate, but unaudited and subject to change. 

TFFR Investment Performance Report – June 30, 2016 

Market Value Actual Policy Gross (5) Net Gross (5) Net Gross (5) Net Gross (5) Net

International - broad 321,176,957     15.4% 14.5% -7.72% -7.91% -2.62% -2.82% 3.60% 3.34% 5.53% 5.24%

Benchmark -10.38% -10.38% -4.34% -4.34% 1.46% 1.46% 3.82% 3.82%

Developed International 46.71%

Capital Group (7) 43,828             0.0% 0.0% N/A N/A -1.78% -2.20% N/A N/A N/A N/A

MSCI EAFE (3) -4.22% -4.22%

NTGI 119,194,839     5.7% 5.9% -9.50% -9.54% -4.98% -5.01% N/A N/A N/A N/A

MSCI World Ex US -9.84% -9.84% -5.28% -5.28%

William Blair 57,000,593       2.7% 3.5% N/A N/A N/A N/A N/A N/A N/A N/A

MSCI ACWI ex-US (Net)

DFA (5) 33,595,399       1.6% 1.2% -9.28% -9.28% -3.27% -3.27% 6.24% 6.01% 4.42% 3.99%

Wellington 38,084,425       1.8% 1.2% 1.90% 1.06% 0.53% -0.31% 9.80% 8.90% 9.09% 8.18%

S&P/Citigroup BMI EPAC < $2BN -3.37% -3.37% 1.14% 1.14% 7.29% 7.29% 4.37% 4.37%

-                   

Total Developed International 247,919,083     11.9% 11.8% -7.68% -7.92% -3.10% -3.34% 4.15% 3.86% 3.11% 2.71%

MSCI EAFE (3) 17.0% -10.16% -10.16% -4.22% -4.22% 2.06% 2.06% 1.68% 1.68%

Emerging Markets 41.06%

Axiom 54,327,705       2.6% 2.1% -10.32% -10.32% N/A N/A N/A N/A N/A N/A

DFA (5) 18,930,169       0.9% 0.7% -5.64% -5.64% -1.73% -1.73% 2.65% 2.43% -0.21% -0.66%

Total Emerging Markets 73,257,874       3.5% 2.8% -9.25% -9.25% -0.86% -0.88% 0.46% 0.29% -0.77% -1.17%

MSCI Emerging Markets 4.0% -12.06% -12.06% -5.13% -5.13% -1.56% -1.56% -3.78% -3.78%

June-16

Allocation

Current

Fiscal YTD 5 Years Ended

6/30/2016 6/30/2016

Prior Year

FY15 3 Years Ended
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NOTE:  All data is deemed to be materially accurate, but unaudited and subject to change. 

TFFR Investment Performance Report – June 30, 2016 

Market Value Actual Policy Gross (5) Net Gross (5) Net Gross (5) Net Gross (5) Net

Private Equity 46.05%

Brinson 1998 Partnership Fund 57,930             0.0% 4.14% 4.14% -0.68% -0.68% 1.77% 1.77% 0.95% 0.95%

Brinson 1999 Partnership Fund 155,638            0.0% 12.03% 12.03% -17.94% -17.94% 2.61% 2.61% 2.21% 2.21%

Brinson 2000 Partnership Fund 431,959            0.0% -1.75% -1.75% -10.71% -10.71% -1.74% -1.74% 1.43% 1.43%

Brinson 2001 Partnership Fund 698,326            0.0% -10.11% -10.11% -0.25% -0.25% 2.31% 2.31% 4.78% 4.78%

Brinson 2002 Partnership Fund 340,042            0.0% 9.43% 9.43% -19.50% -19.50% 1.65% 1.65% 4.69% 4.69%

Brinson 2003 Partnership Fund 165,145            0.0% -2.55% -2.55% 13.43% 13.43% 13.28% 13.28% 7.77% 7.77%

Total Brinson Partnership Funds 1,849,041         0.1% -1.98% -1.98% -7.11% -7.11% 1.87% 1.87% 3.69% 3.69%

Brinson 1999 Non-US Partnership Fund 184,730            0.0% 13.44% 13.44% -13.15% -13.15% 1.29% 1.29% 5.77% 5.77%

Brinson 2000 Non-US Partnership Fund 326,815            0.0% -7.68% -7.68% -4.91% -4.91% -2.64% -2.64% -2.51% -2.51%

Brinson 2001 Non-US Partnership Fund 78,249             0.0% 23.36% 23.36% 16.96% 16.96% 24.09% 24.09% 12.41% 12.41%

Brinson 2002 Non-US Partnership Fund 473,499            0.0% 29.09% 29.09% -7.15% -7.15% 8.10% 8.10% 5.92% 5.92%

Brinson 2003 Non-US Partnership Fund 260,213            0.0% 18.08% 18.08% -2.02% -2.02% 11.09% 11.09% 9.99% 9.99%

Brinson 2004 Non-US Partnership Fund 185,543            0.0% -8.26% -8.26% -6.29% -6.29% 5.80% 5.80% 3.35% 3.35%

Total Brinson Non-US Partnership Fund 1,509,049         0.1% 10.65% 10.65% -4.47% -4.47% 6.97% 6.97% 5.26% 5.26%

Adams Street 2008 Non-US Partnership Fd 3,439,030         0.2% 11.84% 11.84% 7.59% 7.59% 12.71% 12.71% 9.22% 9.22%

Brinson BVCF IV 1,733,599         0.1% -1.65% -1.65% 42.11% 42.11% 18.20% 18.20% 29.22% 29.22%

Adams Street Direct Co-investment Fund 2,566,885         0.1% 8.30% 8.04% 22.50% 22.23% 16.34% 15.92% 13.24% 13.00%

Adams Street 2010 Direct Fund 622,399            0.0% 7.48% 7.48% 4.61% 4.61% 15.27% 15.27% 13.88% 13.88%

Adams Street 2010 Non-US Emerging Mkts 594,312            0.0% 10.50% 10.50% 21.80% 21.80% 11.83% 11.83% 0.77% 0.77%

Adams Street 2010 Non-US Developed Mkts 1,211,400         0.1% 9.63% 9.63% -2.43% -2.43% 6.70% 6.70% 7.21% 7.21%

Adams Street 2010 Partnership Fund 2,538,773         0.1% 6.18% 6.18% 18.37% 18.37% 13.70% 13.70% 12.03% 12.03%

Total Adams Street 2010 Funds 4,966,884         0.2% 7.80% 7.80% 10.63% 10.63% 12.22% 12.22% 10.71% 10.71%

Adams Street 2015 Global Fund 696,694            0.0% N/A N/A N/A N/A N/A N/A N/A N/A

Matlin Patterson Global Opportunities 0                     0.0% 12.99% 12.99% 1.12% 1.12% 4.54% 4.54% 1.18% 1.18%

Matlin Patterson Global Opportunities II 748,720            0.0% 7.27% 7.27% 19.60% 19.60% 3.19% 3.19% -27.34% -27.34%

Matlin Patterson Global Opportunities III 12,420,383       0.6% -5.66% -5.66% -2.43% -2.43% -1.30% -1.30% 22.01% 22.01%

InvestAmerica (Lewis and Clark Fund) 612,409            0.0% -51.19% -51.19% -32.09% -32.09% -35.55% -35.55% -19.67% -19.67%

L&C II 4,426,748         0.2% 1.88% 1.88% -14.35% -14.35% -6.77% N/A -5.56% N/A

Hearthstone MSII 5,891               0.0% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00%

Hearthstone MSIII 2,036,028         0.1% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 27.65% 27.65%

Corsair III 6,168,124         0.3% 34.22% 34.22% -8.84% -8.84% 7.06% 7.06% 1.57% 1.35%

Corsair III - ND Investors LLC 5,489,856         0.3% 6.41% 6.41% -5.27% -5.27% -0.10% -0.10% 2.58% 2.53%

Corsair IV 7,876,597         0.4% -2.38% -2.38% 29.73% 29.73% 13.58% 13.58% 6.12% 6.00%

Capital International (CIPEF V) 3,600,607         0.2% -25.52% -25.52% -13.33% -13.33% -10.61% -10.61% -9.35% -9.35%

Capital International (CIPEF VI) 8,233,850         0.4% 1.06% 1.06% -21.71% -21.71% -9.32% -9.32% N/A N/A

EIG (formerly TCW) 2,148,790         0.1% -67.59% -67.59% -23.62% -23.62% -38.29% -38.29% -24.04% -24.04%

Quantum Resources 23,777             0.0% N/A N/A -42.83% -42.83% N/A N/A N/A N/A

Quantum Energy Partners 2,821,419         0.1% -22.63% -22.63% -19.31% -19.31% -6.45% -6.45% 4.85% 4.85%

Total Private Equity (5) 73,374,381       3.5% 6.0% -7.19% -7.20% -5.37% -5.38% -2.95% -2.97% 0.50% 0.48%

June-16
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30 NOTE:  All data is deemed to be materially accurate, but unaudited and subject to change. 

TFFR Investment Performance Report – June 30, 2016 

Market Value Actual Policy Gross (5) Net Gross (5) Net Gross (5) Net Gross (5) Net

GLOBAL FIXED INCOME 483,243,200     23.2% 23.0% 4.75% 4.49% 0.56% 0.30% 4.40% 4.15% 3.81% 3.61%

Benchmark 6.36% 6.36% -2.22% -2.22% 3.68% 3.68% 2.38% 2.38%

Domestic Fixed Income 361,706,587     17.4% 17.0% 3.82% 3.59% 3.39% 3.16% 5.01% 4.79% 4.49% 4.32%

Benchmark 4.83% 4.83% 1.21% 1.21% 4.15% 4.15% 2.92% 2.92%

Investment Grade Fixed Income 44.43%

PIMCO (DiSCO II) (5) 40,746,587       2.0% 2.0% 4.39% 4.39% 4.32% 4.32% 6.84% 6.84% N/A N/A

BC Aggregate 6.00% 6.00% 1.85% 1.85% 4.06% 4.06%

State Street 29,785,322       1.4% 1.3% 19.28% 19.23% 6.31% 6.28% 10.44% 10.40% N/A N/A

BC Long Treasuries 19.30% 19.30% 6.32% 6.32% 10.46% 10.46%

PIMCO Unconstrained 27,401,591       1.3% 1.7% -0.64% -0.95% 1.34% 0.93% N/A N/A N/A N/A

3m LIBOR 0.49% 0.49% 0.26% 0.26%

Declaration (Total Return) (5) 38,457,263       1.8% 1.6% 2.59% 2.59% 3.63% 3.63% 4.30% 4.30% N/A N/A

3m LIBOR 0.49% 0.49% 0.26% 0.26% 0.33% 0.33%

JP Morgan 50,603,356       2.4% 2.6% 4.60% 4.32% N/A N/A N/A N/A N/A N/A

PIMCO 81,386,745       3.9% 3.9% 4.42% 4.24% 2.33% 2.15% 3.60% 3.42% N/A N/A

BC Mortgage Backed Securities Index 4.34% 4.34% 2.28% 2.28% 3.76% 3.76%

Total Investment Grade Fixed Income 268,380,865     12.9% 13.0% 5.15% 5.01% 3.65% 3.51% 4.81% 4.69% 5.16% 5.02%

BC Aggregate 6.00% 6.00% 1.85% 1.85% 4.06% 4.06% 3.76% 3.76%

Below Investment Grade Fixed Income 39.44%

Loomis Sayles 73,301,110       3.5% 3.0% -0.25% -0.75% 1.33% 0.83% 4.61% 4.10% 5.77% 5.27%

PIMCO (BRAVO II) (5) 18,570,738       0.9% 0.9% 7.02% 7.02% 10.36% 10.36% N/A N/A N/A N/A

Goldman Sachs 2006 Fund (5) 433,875            0.0% 0.0% 3.00% 3.00% 25.65% 25.65% 17.57% 17.57% 8.95% 8.95%

Goldman Sachs Fund V (5) 1,020,000         0.0% 0.0% -5.12% -5.12% 14.43% 14.43% 6.11% 6.11% 8.41% 8.41%

Total Below Investment Grade Fixed Income 93,325,722       4.5% 4.0% 0.70% 0.29% 2.53% 2.09% 5.43% 4.98% 6.71% 6.27%

BC High Yield 2% Issuer Constrained Index 1.65% 1.65% -0.39% -0.39% 4.20% 4.20% 5.84% 5.84%

June-16
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31 NOTE:  All data is deemed to be materially accurate, but unaudited and subject to change. 

TFFR Investment Performance Report – June 30, 2016 

Market Value Actual Policy Gross (5) Net Gross (5) Net Gross (5) Net Gross (5) Net

International Fixed Income 121,536,613     5.8% 6.0% 7.88% 7.50% -9.37% -9.73% 2.01% 1.65% 1.37% 1.09%

Benchmark 11.24% 11.24% -13.19% -13.19% 1.85% 1.85% 0.41% 0.41%

Developed Investment Grade Int'l FI 47.12%

UBS Global (Brinson) 52,008,969       2.5% 3.0% 11.43% 11.07% -13.46% -13.82% 1.52% 1.20% 0.03% -0.28%

BC Global Aggregate ex-US (4) 11.24% 11.24% -13.19% -13.19% 1.85% 1.85% 0.28% 0.28%

Brandywine 69,527,644       3.3% 3.0% 5.12% 4.73% -5.38% -5.74% 2.66% 2.26% 4.50% 4.09%

BC Global Aggregate (ex-US) 8.87% 8.87% -7.10% -7.10% 2.79% 2.79% 1.77% 1.77%

Total Developed Investment Grade Int'l FI 121,536,613     5.8% 6.0% 7.88% 7.50% -9.37% -9.73% 2.01% 1.65% 2.29% 1.93%

BC Global Aggregate ex-US 11.24% 11.24% -13.19% -13.19% 1.85% 1.85% 0.28% 0.28%

Cash Equivalents 31.85%

Northern Trust STIF 18,522,293       0.29% 0.29% 0.06% 0.06% 0.13% 0.13% 0.12% 0.12%

Total Cash Equivalents 18,522,293       0.9% 1.0% 0.29% 0.29% 0.06% 0.06% 0.13% 0.13% 0.12% 0.12%

90 Day T-Bill 0.19% 0.19% 0.02% 0.02% 0.09% 0.09% 0.09% 0.09%

NOTE: Monthly returns and market values are preliminary and subject to change.

New asset class structure began October 1, 2011. Composite returns for new composites not available prior to that date.

Portfolios moved between asset classes will show historical returns in new position.

June-16
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FY15 3 Years Ended



32 NOTE:  All data is deemed to be materially accurate, but unaudited and subject to change. 

TFFR Investment Performance Report – June 30, 2016 

Market Value Actual Policy Gross (5) Net Gross (5) Net Gross (5) Net Gross (5) Net

GLOBAL REAL ASSETS 372,030,580     17.9% 18.0% 8.37% 7.83% 9.51% 9.11% 9.76% 9.30% 7.44% 7.10%

Benchmark 6.29% 6.29% 8.78% 8.78% 7.87% 7.87% 6.29% 6.29%

Global Real Estate 0.410413811

INVESCO - Core 91,699,570       10.96% 10.59% 16.38% 15.97% 12.72% 12.32% 12.09% 11.65%

INVESCO - Fund II (5) 3,404,279         6.65% 6.65% 6.23% 6.23% 9.06% 9.06% 15.56% 15.56%

INVESCO - Fund III (5) 11,516,349       14.25% 14.25% 18.70% 18.70% 17.06% 17.06% N/A N/A

INVESCO - Fund IV (6) 7,938,202         4.66% 4.66% N/A N/A N/A N/A N/A N/A

INVESCO - Asia Real Estate Fund (5) 702,956            121.40% 121.40% 16.19% 16.19% 43.66% 43.66% 23.12% 23.12%

INVESCO - Asia Real Estate Fund III (6) 3,464,080         N/A N/A N/A N/A N/A N/A N/A N/A

J.P. Morgan Strategic & Special Funds 76,514,684       12.25% 10.95% 14.71% 13.64% 14.01% 12.87% 14.00% 12.93%

J.P. Morgan Alternative Property Fund 128,133            2.80% 2.80% -33.28% -33.28% -10.60% -10.60% 1.01% 0.94%

J.P. Morgan Greater Europe Fund (5) 4,113,113         24.44% 24.44% 16.90% 16.90% 34.32% 34.32% N/A N/A

J.P. Morgan Greater China Property Fund (5) 4,702,945         16.24% 16.24% 16.74% 16.74% 32.27% 32.27% 16.18% 16.18%

Total Global Real Estate 204,184,309     9.8% 10.0% 11.96% 11.34% 15.79% 15.25% 14.82% 14.26% 13.68% 13.15%

NCREIF TOTAL INDEX 10.64% 10.64% 12.98% 12.98% 11.60% 11.60% 11.51% 11.51%

Timber 45.8160%

TIR - Teredo 15,495,338       0.7% 9.29% 9.29% 15.52% 15.52% 10.42% 10.42% 6.70% 6.70%

TIR - Springbank 54,763,157       2.6% 2.97% 2.97% -1.98% -1.98% 0.38% 0.38% -1.38% -1.38%

Total Timber (5) 70,258,495       3.4% 3.0% 4.34% 4.34% 3.95% 3.95% 3.63% 3.63% 2.28% 2.28%

NCREIF Timberland Index 3.49% 3.49% 10.02% 10.02% 7.77% 7.77% 6.72% 6.72%

Infrastructure 45.2948%

JP Morgan (Asian) (5) 12,700,196       0.6% -9.66% -9.66% -2.58% -2.58% -3.00% -3.00% 1.61% 1.61%

JP Morgan (IIF) 64,407,164       3.1% 5.11% 3.93% 1.06% 0.23% 5.27% 4.26% 6.17% 5.09%

Grosvenor (formerly Credit Suisse) (5) 18,737,141       0.9% 8.42% 8.42% 5.37% 5.37% 8.85% 8.85% N/A N/A

Grosvenor CIS II (6) 1,743,274         0.1% 6.10% 6.10% N/A N/A N/A N/A N/A N/A

Total Infrastructure 97,587,776       4.7% 5.0% 3.66% 2.89% 1.23% 0.72% 4.74% 4.09% 5.24% 4.71%

CPI 0.64% 0.64% -0.38% -0.38% 0.76% 0.76% 0.81% 0.81%
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AGENDA ITEM III. E. 

INFORMATIONAL 

TO: State Investment Board (“SIB”) Clients 

FROM: Dave Hunter 

DATE: November 15, 2016 

SUBJECT: Investment Fee Reviews – Summary Memo 

Background:  

SIB Governance Policy D-1 on Ends states that “SIB clients receive investment returns … in a 
cost effective manner …” and Policy E-1 on Fiduciary Duties states that “investment expenses 
must be controlled”. As consistent with prior years, the SIB approved RIO’s recommendation to 
engage Callan to conduct a review of investment fee levels. (RIO notes the Callan contract 
includes two projects per fiscal year and the fee study represents one of the two projects for the 
current fiscal year.) RIO will continue to work with our existing managers on various fee 
reduction initiatives. Most recently, this includes an expansion of the Novarca contract to include 
two large fixed income managers (Western Asset Management Company - $1.1 billion and 
Wells Capital Management - $750 million) in the upcoming months. 

Summary: 

The following page summarizes the fee ranking of each asset class within the Pension Trust, 
Insurance Trust and Legacy Fund. The lowest fee level is highlighted in blue, the second lowest 
fee level is green, median pricing is brown, above average pricing is orange and the highest 
fee level is yellow. Based on this quartile ranking system for “All-In Pricing”, about two-thirds of 
the asset classes are ranked in the two best quartiles (e.g. blue is best and green is good) 
and generally include our equity allocations. In contrast, about 30% of the asset classes are 
ranked in the two worst quartiles (e.g. orange or yellow) and generally includes fixed income 
and real assets. Although fixed income and real assets are often ranked in the two worst 
quartiles from a fee perspective, it is important to note that these sectors have generated above 
average levels of excess return (as highlighted in the RIO Commentary section on the next 
page). As such, RIO firmly believes this significant level of outperformance justifies the above 
median fee levels within these sectors. 

RIO believes that investment expenses are reasonable overall noting that management 
fees have declined on both a % basis and absolute dollar basis in recent years. More 
importantly, RIO notes the return on investment fees has been meaningfully positive and 
exceeded 50 bps per annum (or $220 million in aggregate) over the last five years. As such, the 
SIB has been successful in prudently using active management to generate positive risk 
adjusted rates of return while significantly reducing fee levels for nearly all of our clients. 



Callan Fee Study Blue - 4th Quartile ("Blur is Best" or Lowest Fee Level)

Financial Dashboard Green - 3rd Quartile ("Green is Good")

As of November 10, 2016 Brown = Median or Average Industry Pricing

Orange - 2nd Quartile (Below Average)
Column A Column B Column  C Column D Column E Yellow - 1st Quartile (Highest Fee Level)

All n.a. or n.m. = not available or not meaningful 

Asset Based All-In Callan Strategies bp = basis point (1 basis point = 1/100th of 1%)

PENSION TRUST: Pricing Pricing Median Quartile RIO Commentary

World Equity 0.64% 0.38% 0.42% 3rd ND SIB fees are within 1 bp of the lowest quartile.

Domestic Large Cap Equity 0.21% 0.25% 0.25% Median ND SIB fees are at the "Industry Median".

Domestic Small Cap Equity 0.62% 0.56% 0.64% 3rd ND SIB fees are within 2 bps of the lowest quartile.

Developed International Equity 0.32% 0.35% 0.51% 4th ND SIB fees are in the lowest or "Best" quartile.

Emerging Markets Equity 0.82% 0.82% 0.89% 3rd ND SIB fees are "Good" and in the 3rd quartile.

Investment Grade Fixed Income 0.20% 0.39% 0.25% 1st Excess returns > 2% (5.2% net vs 3.1% 5-yr. index) justify "All-In Pricing".

Non-Invest. Grade Fixed Income 0.50% 1.04% 0.40% 1st Excess returns > 0.35% (8.71% net vs 8.34% 5-yr. index).

International Fixed Income 0.35% 0.35% 0.38% 3rd ND SIB fees are "Good" and in the 3rd quartile.

Real Estate 0.67% 0.96% 0.86% 1st Excess returns > 1.8% (13% net vs 11.2% index) justify "All-In Pricing".

Timber n.m. -1.31% n.a. n.a

Infrastructure n.m. 1.05% n.a. n.a.

Private Equity ("P/E") n.m. 1.80% n.a. n.a. P/E (0.7%), Timber (1.3%) & Infrastr. (4.9%) have underperformed (5 yrs)

Cash 0.11% 0.11% < 0.20% n.a. Callan notes that fees "are well within industry norms".

INSURANCE TRUST:

Domestic Large Cap Equity 0.26% 0.28% 0.51% 4th ND SIB fees are in the lowest or best quartile.

Domestic Small Cap Equity 0.28% 0.43% 0.84% 4th ND SIB fees are in the lowest or best quartile.

International Equity 0.45% 0.45% 0.63% 4th ND SIB fees are in the lowest or best quartile.

Domestic Fixed Income 0.18% 0.40% 0.25% 1st Excess returns > 2.8% (5.9% net vs 3.1% index) justify "All-In Pricing".

Inflation Protected - Bonds 0.14% 0.14% 0.19% 4th ND SIB fees are in the lowest or best quartile.

Diversified Real Assets - All 0.14% 0.57% 0.19% 1st See Pension Trust - RIO Commentary for Infrastructure and Timber.

Real Estate 0.72% 0.72% 0.95% 4th ND SIB fees are in the lowest or best quartile.

Short-Term Fixed Income 0.14% 0.14% 0.15% 3rd ND SIB fees are "Good" and in the 3rd quartile.

Cash & Cash Equivalents 0.14% 0.14% < 0.20% n.a. Callan notes that fees "are well within industry norms".

LEGACY FUND:

Domestic Large Cap Equity 0.25% 0.27% 0.25% 2nd ND SIB fees are within 2 bps of the "Industry Median".

Domestic Small Cap Equity 0.27% 0.43% 0.64% 4th ND SIB fees are in the lowest or best quartile.

International Equity 0.40% 0.40% 0.51% 4th ND SIB fees are in the lowest or best quartile.

Domestic Fixed Income 0.18% 0.18% 0.19% 3rd ND SIB fees are "Good" and in the 3rd quartile.

Inflation Protected - Bonds 0.14% 0.14% 0.15% 3rd ND SIB fees are "Good" and in the 3rd quartile.

Diversified Real Assets - All 0.14% 0.41% 0.15% 1st See Pension Trust - RIO Commentary for Infrastructure.

Real Estate 0.65% 0.65% 0.86% 4th ND SIB fees are in the lowest or best quartile.

RIO SUMARY:  Overall fees are reasonable, although investment manager fees are comparatively higher in the Pension Trust than the Insurance Trust.

In recent years, RIO and SIB has been successful in reducing overall investment management fees to less than 0.45% (from 0.65% in fiscal 2013).

RIO will continue to work with Callan and our managers on additonal fee reductions but expect fees to approximate 0.50% per annum over the long-term.

 -------------- ND SIB --------------

"Callan cannot produce reasonable ... comparisons due to the highly varied & 

customized approach of strategies in these asset classes."
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1 NDSIB Fee Analysis – FY 2016 Knowledge. Experience. Integrity. 

Summary Notes and Comments 

● All market values and fee data are as of the fiscal year ending June 30, 2016. 

● Investment managers employ three primary fee calculation methods to charge for their services;  

– AUM Based Fees: fees are calculated as a percentage of assets under management 

– Performance Based Fees: fees are calculated on outperformance relative to a pre-specified benchmark during 

a contracted measurement period 

– Hybrid Fees: A combination of a low AUM based fee and a performance based fee schedule 

● Regardless of the method used by a particular manager, Callan calculated fees as a percentage of assets under 

management for each manager for the purposes of comparison. 

● In many instances, fees paid by the individual trusts benefit from fee schedules that account for the aggregate 

level of assets invested with a particular manager or in a specific strategy. 

● Fee universes used in the study reflect either:  

– Actual Fees paid by Callan clients in similar mandates,  

– Published Fees calculated using a universe of manager fee schedules for similar mandates, or; 

– An Average of Actual & Published Fee universes. This method was employed where the Actual Fee universe 

was smaller than 10.  

● All fee universes are explicitly noted beneath each chart where “n=” will denote the applicable sample size. 

● Greater detail on fee measurements and data are available on the last page of the report. 

NDSIB – Pension Trust, Insurance Trust, and Legacy Fund 



Guide to Charts and Tables 



3 NDSIB Fee Analysis – FY 2016 Knowledge. Experience. Integrity. 

Short Term Fixed Income 

● Short Term Fixed Income managers invest in bonds that have short maturity dates. 

● North Dakota’s average account size for FY 2016: $253mm. 

● Red circle represents NDSIB Insurance Trust’s asset based weighted average short-term fixed income mgmt. 

fee: 0.14%. 

● Green boxes and diamond represent the 75th, Median, and 25th fee percentiles for the fee universe. 

● Fee universe was constructed using Callan’s 2014 Investment Management Fee Survey for mandate sizes 

greater than $200mm. 

Insurance Trust 

0.08% 0.11% 0.14% 0.17% 0.20%

Short Term Fixed Income Fees 

n = 38, Actual Fee Universe  

Median 

Percentile 

Industry Fee 

NDSIB Weighted 

Average Fee (Asset 

Based Fee Strategies 

Only) 

75th and 25th 

Percentile 

Industry Fee 

This is NDSIB’s 

Weighted Average Fee  

75th 

Percentile 

25th 

Percentile 



4 NDSIB Fee Analysis – FY 2016 Knowledge. Experience. Integrity. 

Investment Strategies – Short Term Fixed Income & Cash 

● All managers for this asset class fall into the asset based fee category. 

● Fees for cash management are typically below 20 basis points (0.20%). Fees paid by the North Dakota State 

Investment Board’s Insurance Trust cash and short-term fixed income management are well within industry 

norms. 

● Note that the Legacy Fund cash allocation is included in the Insurance Trust Cash Account 

Insurance Trust 

AUM Based Fee Strategies Fee %

JPM Short Term 0.11%

Babson Short Term 0.17%

Weighted Average AUM Based Fee 0.14%

Industry Fee - 25th Percentile 0.19%

Industry Fee - Median 0.15%

Industry Fee - 75th Percentile 0.10%

Total Weighted Average Fee 0.14%

Short Term Fixed Income

AUM Based Fee Strategies Fee %

Northern Trust Cash Account 0.14%

Weighted Average AUM Based Fee 0.14%

Total Weighted Average Fee 0.14%

Cash & Equivalents

The table 

summarizes the data 

behind the chart 

Sometimes, no 

universe exists 
Fee 

Distribution 



5 NDSIB Fee Analysis – FY 2016 Knowledge. Experience. Integrity. 

Domestic Large Cap Equity 

● Domestic Large Cap Equity managers invest in large company stocks that are typically listed within the U.S. 

● North Dakota’s average account size for FY 2016: $233mm. 

● Red circle represents NDSIB Legacy Fund’s asset based weighted average large cap equity mgmt. fee: 0.25%. 

● Yellow box represents total asset class weighted average fee (asset based & performance/hybrid fees) in FY 

2016: 0.27%. 

● Green boxes and diamond represent the 75th, Median, and 25th fee percentiles for the fee universe. 

● Fee universe was constructed using Callan’s 2014 Investment Management Fee Survey for mandate sizes of 

greater than $200mm. 

Legacy Fund 

n = 83, Actual Fee Universe  

0.10% 0.15% 0.20% 0.25% 0.30% 0.35% 0.40%

Domestic Large Cap Fees 

Median Strategy Fee 

NDSIB Weighted 

Average Fee (AUM Based 

Fee Strategies Only) 

75th and 25th Percentile 

Strategy Fee 

Total Asset Class 

Weighted Average Fee 
(AUM, Performance, & Hybrid 

Fee Strategies) 

This is NDSIB’s 

Weighted Average Fee  

This is NDSIB’s Total 

Weighted Average Fee  
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Investment Strategies – Domestic Large Cap Equity 

Legacy Fund 

● Due to the fee structure of the funds in the Performance & Hybrid Fee Strategies category, the Total Weighted 

Average Fees are not comparable to industry fees from Callan’s 2014 Investment Management Fee Survey. 

– L.A. Capital Enhanced Index charges a base management fee on all assets under management.  A 

performance-based fee of 20% of returns in excess of the benchmark return is charged on approximately 40% 

of the assets. 

– Parametric Clifton Enhanced Index charges no base management fee. The manager is paid 35% of any 

excess return above the benchmark. Fees are paid annually for performance through June 30. 

AUM Based Fee Strategies Fee %

L.A. Capital Growth 0.21%

LSV Asset Management 0.29%

Weighted Average AUM Based Fee 0.25%

Industry Fee - 25th Percentile 0.35%

Industry Fee - Median 0.25%

Industry Fee - 75th Percentile 0.20%

Performance & Hybrid Fee Strategies Fee %

L.A. Capital Enhanced Index 0.33%

Parametric Clifton Enhanced S&P 500 0.26%

Total Weighted Average Fee 0.27%

Domestic Large Cap Equity

AUM Based Fees 

Performance and Hybrid 

Based Fees 
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Global Equity 

● Global equity managers invest in stocks traded in both U.S. and non-U.S. markets. 

● North Dakota’s average account size for FY 2016: $326mm. 

● Red circle represents NDSIB Pension Trust’s asset based weighted average global equity mgmt. fee: 0.64%. 

● Yellow box represents total asset class weighted average fee (asset based & performance/hybrid fees) in FY 

2016: 0.38%. 

● Green boxes and diamond represent the 75th, Median, and 25th fee percentiles for the fee universe. 

● Fee universe was constructed using Callan’s 2014 Investment Management Fee Survey for mandate sizes of 

greater than $200mm. 

Pension Trust 

n = 37, Actual Fee Universe 

Median Strategy Fee 

NDSIB Weighted 

Average Fee (AUM Based 

Fee Strategies Only) 

75th and 25th Percentile 

Strategy Fee 

Total Asset Class 

Weighted Average Fee 
(AUM, Performance, & Hybrid 

Fee Strategies) 

0.20% 0.30% 0.40% 0.50% 0.60% 0.70%

Global Equity Fees 

This tells us the size and type of the 

sample universe used to compare fees 
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Investment Strategies – Global Equity 

● Due to the fee structure of the funds in the Performance & Hybrid Fee Strategies category, the Total Weighted 

Average Fees are not comparable to industry fees from Callan’s 2014 Investment Management Fee Survey. 

– LSV charges a flat fee of 0.10% on assets under management plus 25% of the net outperformance relative to 

its benchmark with totals fees capped at 0.85%. 

Pension Trust 

AUM Based Fee Strategies Fee %

EPOCH Inv. Partners 0.64%

Weighted Average AUM Based Fee 0.64%

Industry Fee - 25th Percentile 0.47%

Industry Fee - Median 0.42%

Industry Fee - 75th Percentile 0.37%

Performance & Hybrid Fee Strategies Fee %

LSV Asset Management 0.18%

Total Weighted Average Fee 0.38%

Global Equity

The text provides more detail on how a 

particular fee was calculated and or had 

and effect on the total weighted average 



Pension Trust 
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Pension Trust 

● Total Equity Manager fees paid represented a mix of asset-based and performance/hybrid fee strategies. In aggregate all 
equity strategy composites had fees equal to or below their respective medians. 
– Total Global Equity fees fell below their respective distribution median helped in part by performance/hybrid fee based strategies 

– Total Domestic Large Cap Equity fees were equal to the fee distribution median with performance/hybrid fee based strategies displaying a 
wide range 

– Total Small Cap Equity fees were close to the 75th percentile with asset-based fees falling closer to median 

– Developed International Equity fees were well below the 75th percentile and represented only asset-based fee strategies 

– Emerging Market Equity fees fell just below median and represented only asset-based fee strategies 

● Total Fixed Income Manager fees paid represented a mix of asset-based and performance/hybrid fee strategies. In 
aggregate fees for Investment Grade, Below Investment Grade, and International Fixed Income displayed a broad range. 
– Total Investment Grade Fixed Income fees paid were above the 25th percentile, driven largely by performance/hybrid fee based strategies 

– Total Below Investment Grade Fixed Income fees paid were above the 25th percentile, driven largely by performance/hybrid fee based 
strategies 

– Total International Fixed Income fees paid were below median and represented only asset-based fee strategies 

● Total Real Estate Manager fees paid represented a mix of asset-based and performance/hybrid fee strategies. Asset 
based fee strategies fell well below the 75th percentile with performance/hybrid fee strategies pushing the total fees paid 
just above the 25th percentile. 
– Due to the custom nature of non-core real estate strategies and their closed-end fund structures, there is no applicable manager fee 

distribution and so it presents a skew to the asset-based fee universe comparison 

● Total Real Assets represents a wide variety of inflation sensitive strategies ranging from Domestic Timber and 
Infrastructure to Asian Infrastructure. Due to the custom nature of these strategies no applicable manager fee distribution 
is available. 
– Fee structures do however appear to follow industry norms and standards 

● Private Equity represents a variety of strategies and investment vehicles that cannot produce a reasonable industry fee 
universe for comparison. 
– Fee structures do however appear to follow industry norms and standards 

 

NDSIB Fee Study Fiscal Year 2016 Executive Summary 
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Global Equity 

● Global equity managers invest in stocks traded in both U.S. and non-U.S. markets. 

● North Dakota’s average account size for FY 2016: $326mm. 

● Red circle represents NDSIB Pension Trust’s asset based weighted average global equity mgmt. fee: 0.64%. 

● Yellow box represents total asset class weighted average fee (asset based & performance/hybrid fees) in FY 

2016: 0.38%. 

● Green boxes and diamond represent the 75th, Median, and 25th fee percentiles for the fee universe. 

● Fee universe was constructed using Callan’s 2014 Investment Management Fee Survey for mandate sizes of 

greater than $200mm. 

Pension Trust 

n = 37, Actual Fee Universe 

Median Strategy Fee 

NDSIB Weighted 

Average Fee (AUM Based 

Fee Strategies Only) 

75th and 25th Percentile 

Strategy Fee 

Total Asset Class 

Weighted Average Fee 
(AUM, Performance, & Hybrid 

Fee Strategies) 

0.20% 0.30% 0.40% 0.50% 0.60% 0.70%

Global Equity Fees 
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Investment Strategies – Global Equity 

● Due to the fee structure of the funds in the Performance & Hybrid Fee Strategies category, the Total Weighted 

Average Fees are not comparable to industry fees from Callan’s 2014 Investment Management Fee Survey. 

– LSV charges a flat fee of 0.10% on assets under management plus 25% of the net outperformance relative to 

its benchmark with totals fees capped at 0.85%. 

Pension Trust 

AUM Based Fee Strategies Fee %

EPOCH Inv. Partners 0.64%

Weighted Average AUM Based Fee 0.64%

Industry Fee - 25th Percentile 0.47%

Industry Fee - Median 0.42%

Industry Fee - 75th Percentile 0.37%

Performance & Hybrid Fee Strategies Fee %

LSV Asset Management 0.18%

Total Weighted Average Fee 0.38%

Global Equity
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Domestic Large Cap Equity 

● Domestic Large Cap Equity managers invest in large company stocks that are typically listed and traded within 

the U.S. 

● North Dakota’s average account size for FY 2016: $306mm. 

● Red circle represents NDSIB Pension Trust’s asset based weighted average large cap equity mgmt. fee: 0.21%. 

● Yellow box represents total asset class weighted average fee (asset based & performance/hybrid fees) in FY 

2016: 0.25%. 

● Green boxes and diamond represent the 75th, Median, and 25th fee percentiles for the fee universe. 

● Fee universe was constructed using Callan’s 2014 Investment Management Fee Survey for mandate sizes of 

greater than $200mm. 

Pension Trust 

n = 83, Actual Fee Universe 

0.10% 0.15% 0.20% 0.25% 0.30% 0.35% 0.40%

Domestic Large Cap Fees 

Median Strategy Fee 

NDSIB Weighted 

Average Fee (AUM Based 

Fee Strategies Only) 

75th and 25th Percentile 

Strategy Fee 

Total Asset Class 

Weighted Average Fee 
(AUM, Performance, & Hybrid 

Fee Strategies) 
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Investment Strategies – Domestic Large Cap Equity 

● Due to the fee structure of the funds in the Performance & Hybrid Fee Strategies category, the Total Weighted 

Average Fees are not comparable to industry fees from Callan’s 2014 Investment Management Fee Survey. 

– L.A. Capital Enhanced Index charges a base management fee on all assets under management. A 

performance based fee of 20% of returns in excess of the benchmark is charged on approximately 40% of the 

assets. 

– Northern Trust Enhanced Index charges no base management fee. The only fee charged is 25% of the excess 

return generated. Fees are calculated and paid quarterly. 

– Parametric Clifton Enhanced Index charges no base management fee. The only fee charged is 35% of the 

excess return generated. Fees are paid once a year for performance through June 30. 

 

Pension Trust 

AUM Based Fee Strategies Fee %

L.A. Capital Growth 0.21%

Weighted Average AUM Based Fee 0.21%

Industry Fee - 25th Percentile 0.35%

Industry Fee - Median 0.25%

Industry Fee - 75th Percentile 0.20%

Performance & Hybrid Fee Strategies Fee %

L.A. Capital Enhanced Index 0.53%

Northern Trust Enhanced S&P 500 0.00%

Parametric Clifton Enhanced S&P 500 0.22%

Total Weighted Average Fee 0.25%

Domestic Large Cap Equity
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Domestic Small Cap Equity 

● Small Cap Equity managers invest in smaller company stocks that are typically listed and traded within the U.S. 

● North Dakota’s average account size for FY 2016: $111mm. 

● Red circle represents NDSIB Pension Trust’s asset based weighted average domestic small cap equity mgmt. 

fee: 0.62%. 

● Yellow box represents total asset class weighted average fee (asset based & performance/hybrid fees) in FY 

2016: 0.56%. 

● Green boxes and diamond represent the 75th, Median, and 25th fee percentiles for the fee universe. 

● Fee universe was constructed using Callan’s 2014 Investment Management Fee Survey for mandate sizes 

between $100mm and $200mm. 

Pension Trust 

n = 29, Actual Fee Universe 

0.45% 0.50% 0.55% 0.60% 0.65% 0.70% 0.75% 0.80%

Domestic Small Cap Fees 

Median Strategy Fee 

NDSIB Weighted 

Average Fee (AUM Based 

Fee Strategies Only) 

75th and 25th Percentile 

Strategy Fee 

Total Asset Class 

Weighted Average Fee 
(AUM, Performance, & Hybrid 

Fee Strategies) 
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Investment Strategies – Domestic Small Cap Equity 

● Due to the fee structure of the funds in the Performance & Hybrid Fee Strategies category, the Total Weighted 

Average Fees are not comparable to industry fees from Callan’s 2014 Investment Management Fee Survey. 

– Parametric Clifton Enhanced Small Cap charges no base management fee. The only fee charged is 35% of the 

excess return generated over the index. Fees are paid once a year for performance through June 30. 

● Note that the Callan Diversified Alpha Group Trust was terminated in March 2016 and the proceeds were used to 

fund Atlanta Capital in April 2016. 

Pension Trust 

AUM Based Fee Strategies Fee %

Callan Diversified Alpha Group Trust 0.43%

Atlanta Capital 0.18%

Weighted Average AUM Based Fee 0.62%

Industry Fee - 25th Percentile 0.73%

Industry Fee - Median 0.64%

Industry Fee - 75th Percentile 0.54%

Performance & Hybrid Fee Strategies Fee %

Parametric Clifton Enhanced Small Cap 0.50%

Total Weighted Average Fee 0.56%

Domestic Small Cap Equity
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Developed International Equity 

● Developed International Equity managers invest in stocks that trade and gain exposure to developed markets 

and economies outside of the U.S. 

● North Dakota’s average account size for FY 2016: $122mm. 

● Red circle represents NDSIB Pension Trust’s asset based weighted average developed international equity 

mgmt. fee: 0.35%. 

● Green boxes and diamond represent the 75th, Median, and 25th fee percentiles for the fee universe. 

● Fee universe was constructed using Callan’s 2014 Investment Management Fee Survey for mandate sizes  

between $100mm and $200mm. 

Pension Trust 

n = 16, Actual Fee Universe 

0.20% 0.25% 0.30% 0.35% 0.40% 0.45% 0.50% 0.55% 0.60% 0.65%

Developed International Equity Fees 

Median 

Percentile 

Industry Fee 

NDSIB Weighted 

Average Fee (Asset 

Based Fee Strategies 

Only) 

75th and 25th 

Percentile 

Industry Fee 
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Investment Strategies – Developed International Equity 

● All managers for this asset class fall into the asset based fee category. 

● Note that Capital Guardian Trust was terminated in May 2016 and the proceeds were used to fund 

William Blair in June 2016 

 

 

Pension Trust 

AUM Based Fee Strategies Fee %

Capital Guardian Trust 0.50%

DFA International Small Cap Value 0.66%

Northern Trust World ex-US 0.03%

Wellington Intl SC Opp 0.85%

William Blair 0.03%

Weighted Average AUM Based Fee 0.35%

Industry Fee - 25th Percentile 0.60%

Industry Fee - Median 0.51%

Industry Fee - 75th Percentile 0.44%

Total Weighted Average Fee 0.35%

Developed International Equity
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Emerging Markets Equity 

● Emerging Markets Equity managers invest in stocks that gain exposure to emerging market economies. 

● North Dakota’s average account size: $80mm. 

● Red circle represents NDSIB Pension Trust’s asset based weighted average emerging markets equity mgmt. fee: 

0.82%. 

● Green boxes and diamond represent the 75th, Median, and 25th fee percentiles for the fee universe. 

● Fee universe was constructed using Callan’s 2014 Investment Management Fee Survey for mandate sizes 

between $75mm and $100mm. 

 

Pension Trust 

n = 59, Average of Actual Fee Universe (n=3) & Published Fee Universe (n=56) 

0.40% 0.50% 0.60% 0.70% 0.80% 0.90% 1.00%

Emerging Markets Equity Fees 

Median 

Percentile 

Industry Fee 

NDSIB Weighted 

Average Fee (Asset 

Based Fee Strategies 

Only) 

75th and 25th 

Percentile 

Industry Fee 



20 NDSIB Fee Analysis – FY 2016 Knowledge. Experience. Integrity. 

Investment Strategies – Emerging Markets Equity 

● All managers for this asset class fall into the asset based fee category. 

 

Pension Trust 

AUM Based Fee Strategies Fee %

DFA Emerging 0.62%

Axiom 0.88%

Weighted Average AUM Based Fee 0.82%

Industry Fee - 25th Percentile 0.94%

Industry Fee - Median 0.89%

Industry Fee - 75th Percentile 0.66%

Total Weighted Average Fee 0.82%

Emerging Markets Equity
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Investment Grade Fixed Income 

● Investment Grade Fixed Income managers invest in bonds and other debt instruments that are rated “investment 

grade” by rating agencies and/or investment analysts. 

● North Dakota’s average account size for FY 2016: $108mm. 

● Red circle represents NDSIB Pension Trust’s asset based weighted average investment grade fixed income 

mgmt. fee: 0.15%. 

● Yellow box represents total asset class weighted average fee (asset based & performance/hybrid fees) in FY 

2016: 0.39% 

● Green boxes and diamond represent the 75th, Median, and 25th fee percentiles for the fee universe. 

● Fee universe was constructed using Callan’s 2014 Investment Management Fee Survey for mandate sizes 

between $100mm and $200mm. 

Pension Trust 

n = 43, Average of Actual Fee Universe (n=7) & Published Fee Universe (n=36) 

0.13% 0.18% 0.23% 0.28% 0.33% 0.38% 0.43%

Investment Grade Fixed Income Fees 

Median Strategy Fee 

NDSIB Weighted 

Average Fee (AUM Based 

Fee Strategies Only) 

75th and 25th Percentile 

Strategy Fee 

Total Asset Class 

Weighted Average Fee 
(AUM, Performance, & Hybrid 

Fee Strategies) 
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Investment Strategies – Investment Grade Fixed Income 

● Declaration Total Return charges an AUM Based Fee of 0.60%. 1/12 of the AUM Based fee is charged monthly. 

However, fees charged on amounts in excess of $75mm are rebated back to the Pension Trust on a quarterly 

basis. This rebate process is a specially negotiated arrangement made necessary by the partnership structure. 

● Due to the fee structure of the funds in the Performance & Hybrid Fee Strategies category, the Total Weighted 

Average Fees are not comparable to industry fees from Callan’s 2014 Investment Management Fee Survey. 

– PIMCO DiSCO II charges a fee of 0.75% based on assets under management plus a performance fee. The 

performance fee is 15% of the excess return above a variable hurdle rate. 

Pension Trust 

AUM Based Fee Strategies Fee %

SSgA Long U.S. Treasury Index 0.04%

JP Morgan MBS 0.21%

PIMCO MBS 0.17%

PIMCO Unconstrained 0.10%

Declaration Total Return 0.46%

Weighted Average AUM Based Fee 0.20%

Industry Fee - 25th Percentile 0.27%

Industry Fee - Median 0.25%

Industry Fee - 75th Percentile 0.24%

Performance & Hybrid Fee Strategies Fee %

PIMCO DiSCO II 1.46%

Total Weighted Average Fee 0.39%

Investment Grade Fixed Income
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Below Investment Grade Fixed Income 

● Below Investment Grade (I.G.) Fixed Income managers invest in bonds and other debt instruments that are rated 

below “investment grade” by rating agencies and/or investment analysts. 

● North Dakota’s average account size for FY 2016: $197mm. 

● Red circle represents NDSIB Pension Trust’s asset based weighted average below I.G. fixed income mgmt. fee: 

0.50%. 

● Yellow box represents total asset class weighted average fee (asset based & performance/hybrid fees) in FY 

2016: 1.04% 

● Green boxes and diamond represent the 75th, Median, and 25th fee percentiles for the fee universe. 

● Fee universe was constructed using Callan’s 2014 Investment Management Fee Survey for mandate sizes 

between $100mm and $200mm. 

Pension Trust 

n = 55, Average of Actual Fee Universe (n=4) & Published Fee Universe (n=51) 

0.30% 0.40% 0.50% 0.60% 0.70% 0.80% 0.90% 1.00% 1.10%

Below Investment Grade Fixed Income Fees 

Median Strategy Fee 

NDSIB Weighted 

Average Fee (AUM Based 

Fee Strategies Only) 

75th and 25th Percentile 

Strategy Fee 

Total Asset Class 

Weighted Average Fee 
(AUM, Performance, & Hybrid 

Fee Strategies) 
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Investment Strategies – Below Investment Grade Fixed Income 

● Due to the fee structure of the funds in the Performance & Hybrid Fee Strategies category, the Total Weighted 

Average Fees are not comparable to industry fees from Callan’s 2014 Investment Management Fee Survey. 

– Both Goldman Sachs investment products charge a management fee of 1.5% based on the original 

commitment plus a performance-based fee. No performance fee was charged for the 2006 Offshore fund. 

– PIMCO Bravo Fund II charges a fee of 1.45% based on assets under management plus a performance fee. 

The performance fee is 20% of excess returns over a “preferred” return of 8%. 

Pension Trust 

AUM Based Fee Strategies Fee %

Loomis Sayles 0.50%

Weighted Average AUM Based Fee 0.50%

Industry Fee - 25th Percentile 0.48%

Industry Fee - Median 0.42%

Industry Fee - 75th Percentile 0.37%

Performance & Hybrid Fee Strategies Fee %

Goldman Sachs 2006 Offshore 1.27%

Goldman Sachs V Offshore 8.13%

PIMCO Bravo Fund II 3.05%

Total Weighted Average Fee 1.04%

Below Investment Grade Fixed Income
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International Fixed Income 

● International Fixed Income managers invest in bonds and other debt instruments that gain exposure to foreign 

entities and currencies that typically trade outside the U.S. 

● North Dakota’s average account size for FY 2016: $118mm. 

● Red circle represents NDSIB Pension Trust’s asset based weighted average international fixed income mgmt. 

fee: 0.35%. 

● Green boxes and diamond represent the 75th, Median, and 25th fee percentiles for the fee universe. 

● Fee universe was constructed using published active management fee schedules from Callan’s International 

Fixed Income Peer Group, using a mandate size between $100mm and $200mm. 

Pension Trust 

n = 81, Published Fee Universe 

0.30% 0.33% 0.35% 0.38% 0.40% 0.43% 0.45% 0.48% 0.50%

International Fixed Income Fees 

Median 

Percentile 

Industry Fee 

NDSIB Weighted 

Average Fee (Asset 

Based Fee Strategies 

Only) 

75th and 25th 

Percentile 

Industry Fee 
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Investment Strategies – International Fixed Income 

Pension Trust 

● All managers for this asset class fall into the asset based fee category. 

 

AUM Based Fee Strategies Fee %

Brandywine 0.38%

UBS Global Asset Management 0.32%

Weighted Average AUM Based Fee 0.35%

Industry Fee - 25th Percentile 0.50%

Industry Fee - Median 0.38%

Industry Fee - 75th Percentile 0.31%

Total Weighted Average Fee 0.35%

International Fixed Income
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Real Estate 

● Real Estate managers invest directly in real properties (e.g. offices, multi-family, retail, and other physical 

properties) and securities that gain access to such economic interests. 

● North Dakota’s average account size: $195mm. 

● Red circle represents NDSIB Pension Trust’s asset based weighted average real estate mgmt. fee: 0.62%. 

● Yellow box represents total asset class weighted average fee (asset based & performance/hybrid fees) in FY 

2016: 0.96%. 

● Green boxes and diamond represent the 75th, Median, and 25th fee percentiles for the fee universe. 

● Fee universe was constructed using published fee schedules from Callan’s Real Estate Manager Peer Group, 

using a mandate size between $100mm and $200mm. 

Pension Trust 

n = 29, Published Fee Universe 

0.60% 0.65% 0.70% 0.75% 0.80% 0.85% 0.90% 0.95% 1.00%

Real Estate Fees 

Median Strategy Fee 

NDSIB Weighted 

Average Fee (AUM Based 

Fee Strategies Only) 

75th and 25th Percentile 

Strategy Fee 

Total Asset Class 

Weighted Average Fee 
(AUM, Performance, & Hybrid 

Fee Strategies) 
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Investment Strategies – Real Estate 

● Due to the fee structure of the funds in the Performance & Hybrid Fee Strategies category, the Total Weighted 

Average Fees are not comparable to industry fees from Callan’s 2014 Investment Management Fee Survey. 

– Invesco Real Estate Fund II, Invesco Real Estate Fund III, Invesco Asia RE Feeder Fund, Invesco Asia RE 

Fund III, and Invesco Valued Added Fund IV each charge a base management fee on assets and charges a 

performance fee of 20% for performance exceeding a “preferred” return set by each fund. 

– The JP Morgan Greater China Fund and JP Morgan Greater European Opportunity Fund each charge a base 

management fee on assets and then charges a sliding scale performance fee for performance exceeding a 

series of “preferred” returns set by each fund. 

– The JP Morgan Alternative Fund is currently being liquidated. The manager is not presently charging a fee to 

manage this fund during liquidation. 

Pension Trust 

AUM Based Fee Strategies Fee %

INVESCO Core Real Estate 0.34%

JP Morgan Special & Strategic 0.95%

Weighted Average AUM Based Fee 0.62%

Industry Fee - 25th Percentile 0.93%

Industry Fee - Median 0.86%

Industry Fee - 75th Percentile 0.80%

Real Estate

Performance & Hybrid Fee Strategies Fee %

INVESCO Real Estate Fund II 0.50%

INVESCO Real Estate Fund III 4.45%

INVESCO Asia RE Feeder 2.48%

INVESCO Asia RE Fund III 0.99%

INVESCO Value Added Fund IV 2.74%

J.P. Morgan Alternative Property Fd. 0.00%

JP Morgan Greater China Fund 0.73%

JP Morgan Greater European Opp 0.63%

Real Estate

Total Weighted Average Fee 0.96%
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Investment Strategies – Real Assets 

● Due to the highly varied and customized approach of strategies in these asset classes, Callan cannot produce  

reasonable industry fee universes for comparison. 

– TIR Teredo and Springbank charge a base management fee on assets and charge a performance fee for 

performance exceeding a “preferred” return set by each fund. 

– The total asset class weighted average fee for Timber for FY 2016 was -1.31%. The negative fee represents a 

rebate of incentive fees from the Springbank portfolio as a result of a miscalculation of prior period incentive 

fees. 

– The Grosvenor Infrastructure Fund I and II charge a base management fee on assets and charge a 

performance fee for performance exceeding a “preferred” return set by each fund. 

– JP Morgan Asian Infrastructure and Infrastructure Investment Funds charge a base management fee on assets 

and charge a performance fee for performance exceeding a “preferred” return set by each fund. 

 

Pension Trust 

Real Assets

Timber Fee %

TIR - Teredo 0.58%

TIR - Springbank -1.96%

Weighted Average Timber Fee -1.31%

Infrastructure Fee %

JP Morgan Asian Infrastructure 1.55%

JP Morgan Infrastructure Inv. Fund 0.90%

Grosvenor Infrastructure Fund I 0.97%

Grosvenor Infrastructure Fund II 2.96%

Weighted Average Infrastructure Fee 1.05%

Total Weighted Average Fee 0.05%
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Investment Strategies – Private Equity 

● Due to the highly varied and customized approach of Private Equity strategies, Callan cannot produce a 

reasonable industry fee universe for comparison. 

● At the end of fiscal year 2016 private equity accounted for 3.37% of Total Fund assets. 

● Total asset class weighted average fee for FY 2016: 1.80% 

● Similar to the fiscal 2014 fee study, the management fees for NDSIB’s private equity portfolio are at levels for 

similar strategies and are in line with industry norms. 

Pension Trust 
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Investment Strategies – Cash 

● The manager for this asset class fall into the asset based fee category.  

● Fees for cash management are typically below 20 basis points (0.20%). Fees paid by the North Dakota State 

Investment Board’s Pension Trust cash management are well within industry norms. 

 

Pension Trust 

Cash 

Northern Trust Cash 0.11% 



Insurance Trust 
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Insurance Trust 

● Total Equity Manager fees paid represented a mix of asset-based and performance/hybrid fee strategies. In 

aggregate all equity strategy composites had fees below their respective 75th percentiles. 

– Total Domestic Large Cap Equity fees were well below the 75th percentile 

– Total Small Cap Equity fees were well below the 75th percentile with asset-based fees even lower 

– Total Developed International Equity fees were well below the 75th percentile and represented only asset-based fee strategies 

● Total Domestic Fixed Income Manager fees paid represented a mix of asset-based and performance/hybrid fee 

strategies.  

– Total Domestic Fixed Income fees paid were above the 25th percentile, driven largely by performance/hybrid fee based strategies 

while total asset based fee strategies were well below the 75th percentile 

● Diversified Real Assets Manager fees paid represented a mix of asset-based and performance/hybrid fee 

strategies spanning public and private markets. Asset based fee strategies fell below the 75th percentile with 

performance/hybrid fee strategies pushing the total fees paid well above the 25th percentile. 

– Due to the custom nature of non-core public strategies and their closed-end fund structures, there is no applicable manager fee 

distribution and so it presents a skew to the asset-based fee universe for the comparison 

● Total Real Estate manager fees paid represented asset based fee strategies only. 

– Total Real Estate manager fees paid were well below the 75th percentile 

● Short-term Fixed Income manager fees paid represented asset based fee strategies only. 

– Fees paid fell below the strategy universe median 

 

NDSIB Fee Study Fiscal Year 2016 Executive Summary 
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Domestic Large Cap Equity 

● Large Cap Equity managers invest in large company stocks that are typically listed within the U.S. 

● North Dakota’s average account size for FY 2016: $68mm. 

● Red circle represents NDSIB Insurance Trust’s asset based weighted average large cap equity mgmt. fee: 

0.26%. 

● Yellow box represents total asset class weighted average fee (asset based & performance/hybrid fees) in FY 

2016: 0.28%. 

● Green boxes and diamond represent the 75th, Median, and 25th fee percentiles for the fee universe. 

● Fee universe was constructed using Callan’s 2014 Investment Management Fee Survey for mandate sizes 

between $50mm and $75mm. 

Insurance Trust 

n = 347, Average of Actual Fee Universe (n=7) & Published Fee Universe (n=340) 

0.10% 0.20% 0.30% 0.40% 0.50% 0.60% 0.70%

Domestic Large Cap Fees 

Median Strategy Fee 

NDSIB Weighted 

Average Fee (AUM Based 

Fee Strategies Only) 

75th and 25th Percentile 

Strategy Fee 

Total Asset Class 

Weighted Average Fee 
(AUM, Performance, & Hybrid 

Fee Strategies) 
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Investment Strategies – Domestic Large Cap Equity 

● Due to the fee structure of the funds in the Performance & Hybrid Fee Strategies category, the Total Weighted 

Average Fees are not comparable to industry fees from Callan’s 2014 Investment Management Fee Survey. 

– L.A. Capital Enhanced Index charges a base management fee on all assets under management.  A 

performance-based fee of 20% of returns in excess of the benchmark return is charged on approximately 40% 

of the assets. 

– Parametric Clifton Enhanced Index charges no base management fee. The manager is paid 35% of any 

excess return above the benchmark. Fees are paid annually for performance through June 30. 

Insurance Trust 

AUM Based Fee Strategies Fee %

L.A. Capital Growth 0.21%

LSV Asset Management 0.30%

Weighted Average AUM Based Fee 0.26%

Industry Fee - 25th Percentile 0.65%

Industry Fee - Median 0.51%

Industry Fee - 75th Percentile 0.44%

Performance & Hybrid Fee Strategies Fee %

L.A. Capital Enhanced Index 0.43%

Parametric Clifton Enhanced S&P 500 0.20%

Total Weighted Average Fee 0.28%

Domestic Large Cap Equity
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Domestic Small Cap Equity 

● Small Cap Equity managers invest in smaller company stocks that are typically listed and traded within the U.S. 

● North Dakota’s average account size for FY 2016: $28mm. 

● Red circle represents NDSIB Insurance Trust’s asset based weighted average domestic small cap equity mgmt. 

fee: 0.28%. 

● Yellow box represents total asset class weighted average fee (asset based & performance/hybrid fees) in FY 

2016: 0.43%. 

● Green boxes and diamond represent the 75th, Median, and 25th fee percentiles for the fee universe. 

● Fee universe was constructed using Callan’s 2014 Investment Management Fee Survey for mandate sizes 

between $25mm and $50mm. 

Insurance Trust 

n = 18, Actual Fee Universe 
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Total Asset Class 

Weighted Average Fee 
(AUM, Performance, & Hybrid 

Fee Strategies) 
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Investment Strategies – Domestic Small Cap Equity 

● Due to the fee structure of the funds in the Performance & Hybrid Fee Strategies category, the Total Weighted 

Average Fees are not comparable to industry fees from Callan’s 2014 Investment Management Fee Survey. 

– Parametric Clifton Small Cap Enhanced Index charges no base management fee. The only fee charged is 35% 

of the excess return generated over the benchmark. Fees are paid once a year for performance through June 

30. 

Insurance Trust 

AUM Based Fee Strategies Fee %

PIMCO (Research Affiliates) 0.28%

Weighted Average AUM Based Fee 0.28%

Industry Fee - 25th Percentile 0.90%

Industry Fee - Median 0.84%

Industry Fee - 75th Percentile 0.68%

Performance & Hybrid Fee Strategies Fee %

Parametric Clifton Enhanced Index 0.51%

Total Weighted Average Fee 0.43%

Domestic Small Cap Equity
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Developed International Equity 

● Developed International Equity managers invest in stocks that trade and gain exposure to developed markets 

and economies outside of the U.S. 

● North Dakota’s average account size for FY 2016: $41mm. 

● Red circle represents NDSIB Insurance Trust’s asset based weighted average developed int’l equity mgmt. fee: 

0.45%. 

● Green boxes and diamond represent the 75th, Median, and 25th fee percentiles for the fee universe. 

● Fee universe was constructed using Callan’s 2014 Investment Management Fee Survey for mandate sizes  

between $25mm and $50mm. 

Insurance Trust 

n = 122, Average of Actual Fee Universe (n=6) & Published Fee Universe (n=116) 
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Investment Strategies – Developed International Equity 

Insurance Trust 

● All managers for this asset class fall into the asset based fee category. 

● Note that Capital Guardian Trust was terminated in May 2016 and the proceeds were used to fund William Blair 

in June 2016. 

 

AUM Based Fee Strategies Fee %

Capital Guardian 0.59%

DFA Int'l Small Cap 0.65%

LSV Asset Management 0.39%

Vanguard Int'l Explorer Fund 0.35%

William Blair 0.04%

Weighted Average AUM Based Fee 0.45%

Industry Fee - 25th Percentile 0.66%

Industry Fee - Median 0.63%

Industry Fee - 75th Percentile 0.58%

Total Weighted Average Fee 0.45%

International Equity
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Domestic Fixed Income 

● Domestic Fixed Income managers invest in bonds and other debt instruments. 

● North Dakota’s average account size for FY 2016: $184mm. 

● Red circle represents NDSIB Insurance Trust’s asset based weighted average domestic fixed income mgmt. fee: 

0.18%. 

● Yellow box represents total asset class weighted average fee (asset based & performance/hybrid fees) in FY 

2016: 0.40%. 

● Green boxes and diamond represent the 75th, Median, and 25th fee percentiles for the fee universe. 

● Fee universe was constructed using Callan’s 2014 Investment Management Fee Survey for mandate sizes 

between $100mm and $200mm. 

Insurance Trust 

n = 43, Average of Actual Fee Universe (n=7) & Published Fee Universe (n=36)  
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Investment Strategies – Domestic Fixed Income 

● Due to the fee structure of the funds in the Performance & Hybrid Fee Strategies category, the Total Weighted 

Average Fees are not comparable to industry fees from Callan’s 2014 Investment Management Fee Survey. 

– PIMCO DiSCO II charges a fee of 0.75% based on assets under management plus a performance fee. The 

performance fee is 15% of the excess return above a variable hurdle rate. 

– PIMCO Bravo Fund II charges a fee of 1.45% based on assets under management plus a performance fee. 

The performance fee is 20% of excess returns over a “preferred” return of 8%. 

– The Legacy Fund participates in the two PIMCO Funds within the Insurance Trust. 

 

 

Insurance Trust 

AUM Based Fee Strategies Fee %

Declaration of Total Return 0.46%

Prudential 0.27%

SSgA U.S. Govt Credit Bond Index 0.03%

Wells Capital 0.18%

Western Asset Management 0.14%

Weighted Average AUM Based Fee 0.18%

Industry Fee - 25th Percentile 0.27%

Industry Fee - Median 0.25%

Industry Fee - 75th Percentile 0.24%

Performance & Hybrid Fee Strategies Fee %

PIMCO DiSCO II 1.46%

PIMCO Bravo II 3.05%

Total Weighted Average Fee 0.40%

Domestic Fixed Income
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Diversified Real Assets 

● Diversified Real Assets managers invest in assets that are expected to perform well during periods of inflation. 

● North Dakota’s average account size: $110mm. 

● Red circle represents NDSIB Insurance Trust’s asset based weighted average domestic fixed income mgmt. fee: 

0.14%. 

● Yellow box represents total asset class weighted average fee (asset based & performance/hybrid fees) in FY 

2016: 0.57%. 

● Green boxes and diamond represent the 75th, Median, and 25th fee percentiles for the fee universe. 

● Fee universe was constructed using Callan’s 2014 Investment Management Fee Survey for mandate sizes 

between $100mm and $200mm. 

Insurance Trust 

n = 11, Actual Fee Universe  
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Investment Strategies – Diversified Real Assets 

● Due to the fee structure of the funds in the Performance & Hybrid Fee Strategies category, the Total Weighted 

Average Fees are not comparable to industry fees from Callan’s 2014 Investment Management Fee Survey. 

–  JP Morgan Infrastructure Fund charges a base management fee on assets and charges a performance fee for 

performance exceeding a “preferred” return set by the fund. 

– Grosvenor Infrastructure Fund I charges a base management fee on assets and charges a performance fee for 

performance exceeding a “preferred” return set by the fund. 

– TIR Easter Timber Opportunities Fund charges a base management fee on assets and charges a performance 

fee for performance exceeding a “preferred” return set by the fund. 

Insurance Trust 

AUM Based Fee Strategies Fee %

Western Asset Management 0.14%

Weighted Average AUM Based Fee 0.14%

Industry Fee - 25th Percentile 0.23%

Industry Fee - Median 0.19%

Industry Fee - 75th Percentile 0.16%

Performance & Hybrid Fee Strategies Fee %

JP Morgan Infrastructure 0.90%

Grosvenor Infrastructure Fund I 0.97%

TIR - Eastern Timber Opportunities 0.82%

Total Weighted Average Fee 0.57%

Diversified Real Assets
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Real Estate 

● Real Estate managers invest directly in real properties (e.g. offices, multi-family, retail, and other physical 

properties) and securities that gain access to such economic interests. 

● North Dakota’s average account size: $63mm. 

● Red circle represents NDSIB Insurance Trust’s asset based weighted average real estate mgmt. fee: 0.72%. 

● Green boxes and diamond represent the 75th, Median, and 25th fee percentiles for the fee universe. 

● Fee universe was constructed using published fee schedules from Callan’s Real Estate Manager Peer Group, 

using a mandate size between $50mm and $75mm. 

Insurance Trust 

n = 29, Published Fee Universe  
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Investment Strategies – Real Estate 

 

 

 

Insurance Trust 

● All managers for this asset class fall into the asset based fee category. 

 

AUM Based Fee Strategies Fee %

Invesco Core Real Estate 0.34%

JP Morgan Real Estate 1.05%

Weighted Average AUM Based Fee 0.72%

Industry Fee - 25th Percentile 0.95%

Industry Fee - Median 0.95%

Industry Fee - 75th Percentile 0.85%

Total Weighted Average Fee 0.72%

Real Estate
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Short Term Fixed Income 

● Short Term Fixed Income managers invest in bonds that have short maturity dates. 

● North Dakota’s average account size for FY 2016: $253mm. 

● Red circle represents NDSIB Insurance Trust’s asset based weighted average short-term fixed income mgmt. 

fee: 0.14%. 

● Green boxes and diamond represent the 75th, Median, and 25th fee percentiles for the fee universe. 

● Fee universe was constructed using Callan’s 2014 Investment Management Fee Survey for mandate sizes 

greater than $200mm. 

Insurance Trust 

0.08% 0.11% 0.14% 0.17% 0.20%

Short Term Fixed Income Fees 

n = 38, Actual Fee Universe  
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Investment Strategies – Short Term Fixed Income & Cash 

● All managers for this asset class fall into the asset based fee category. 

● Fees for cash management are typically below 20 basis points (0.20%). Fees paid by the North Dakota State 

Investment Board’s Insurance Trust cash and short-term fixed income management are well within industry 

norms. 

● Note that the Legacy Fund cash allocation is included in the Insurance Trust Cash Account. 

Insurance Trust 

AUM Based Fee Strategies Fee %

JPM Short Term 0.11%

Babson Short Term 0.17%

Weighted Average AUM Based Fee 0.14%

Industry Fee - 25th Percentile 0.19%

Industry Fee - Median 0.15%

Industry Fee - 75th Percentile 0.10%

Total Weighted Average Fee 0.14%

Short Term Fixed Income

AUM Based Fee Strategies Fee %

Northern Trust Cash Account 0.14%

Weighted Average AUM Based Fee 0.14%

Total Weighted Average Fee 0.14%

Cash & Equivalents



Legacy Fund 
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Legacy Trust 

● Total Equity Manager fees paid represented a mix of asset-based and performance/hybrid fee strategies. 

– Total Domestic Large Cap Equity fees were just above median being pushed up slightly by performance based fee strategies 

– Total Small Cap Equity fees were well below the 75th percentile with asset-based fee strategies lower than performance/hybrid 

based fee strategies 

– Developed International Equity fees were below the 75th percentile and represented only asset-based fee strategies 

● Total Domestic Fixed Income Manager fees paid represented asset based fee strategies only. 

– Total Domestic Fixed Income fees paid were below median but above the 75th percentile 

● Diversified Real Assets Manager fees paid represented a mix of asset-based and performance/hybrid fee 

strategies spanning public and private markets. Asset based fee strategies fell below median with 

performance/hybrid fee strategies pushing the total fees paid well above the 25th percentile. 

– Due to the custom nature of the private strategies and their closed-end fund structures, there is no applicable manager fee 

distribution and so it presents a skew to the asset-based fee universe for the comparison 

● Total Real Estate manager fees paid represented asset based fee strategies only. 

– Total Real Estate manager fees paid were well below the 75th percentile 

NDSIB Fee Study Fiscal Year 2016 Executive Summary 
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Domestic Large Cap Equity 

● Domestic Large Cap Equity managers invest in large company stocks that are typically listed within the U.S. 

● North Dakota’s average account size for FY 2016: $233mm. 

● Red circle represents NDSIB Legacy Fund’s asset based weighted average large cap equity mgmt. fee: 0.25%. 

● Yellow box represents total asset class weighted average fee (asset based & performance/hybrid fees) in FY 

2016: 0.27%. 

● Green boxes and diamond represent the 75th, Median, and 25th fee percentiles for the fee universe. 

● Fee universe was constructed using Callan’s 2014 Investment Management Fee Survey for mandate sizes of 

greater than $200mm. 

Legacy Fund 

n = 83, Actual Fee Universe  
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Investment Strategies – Domestic Large Cap Equity 

Legacy Fund 

● Due to the fee structure of the funds in the Performance & Hybrid Fee Strategies category, the Total Weighted 

Average Fees are not comparable to industry fees from Callan’s 2014 Investment Management Fee Survey. 

– L.A. Capital Enhanced Index charges a base management fee on all assets under management.  A 

performance-based fee of 20% of returns in excess of the benchmark return is charged on approximately 40% 

of the assets. 

– Parametric Clifton Enhanced Index charges no base management fee. The manager is paid 35% of any 

excess return above the benchmark. Fees are paid annually for performance through June 30. 

AUM Based Fee Strategies Fee %

L.A. Capital Growth 0.21%

LSV Asset Management 0.29%

Weighted Average AUM Based Fee 0.25%

Industry Fee - 25th Percentile 0.35%

Industry Fee - Median 0.25%

Industry Fee - 75th Percentile 0.20%

Performance & Hybrid Fee Strategies Fee %

L.A. Capital Enhanced Index 0.33%

Parametric Clifton Enhanced S&P 500 0.26%

Total Weighted Average Fee 0.27%

Domestic Large Cap Equity
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Domestic Small Cap Equity 

● Small Cap Equity managers invest in smaller company stocks that are typically listed and traded within the U.S. 

● North Dakota’s average account size for FY 2016: $117mm. 

● Red circle represents NDSIB Legacy Fund’s asset based weighted average domestic small cap equity mgmt. 

fee: 0.27%. 

● Yellow box represents total asset class weighted average fee (asset based & performance/hybrid fees) in FY 

2016: 0.43%. 

● Green boxes and diamond represent the 75th, Median, and 25th fee percentiles for the fee universe. 

● Fee universe was constructed using Callan’s 2014 Investment Management Fee Survey for mandate sizes 

between $100mm and $200mm. 

Legacy Fund 

n = 29, Actual Fee Universe 
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Investment Strategies – Domestic Small Cap Equity 

Legacy Fund 

● Due to the fee structure of the funds in the Performance & Hybrid Fee Strategies category, the Total Weighted 

Average Fees are not comparable to industry fees from Callan’s 2014 Investment Management Fee Survey. 

– Parametric Clifton Small Cap Enhanced Index charges no base management fee. The only fee charged is 35% 

of the excess return generated over the benchmark. Fees are paid once a year for performance through June 

30. 

AUM Based Fee Strategies Fee %

PIMCO (Research Affiliates) 0.27%

Weighted Average AUM Based Fee 0.27%

Industry Fee - 25th Percentile 0.73%

Industry Fee - Median 0.64%

Industry Fee - 75th Percentile 0.54%

Performance & Hybrid Fee Strategies Fee %

Parametric Clifton Enhanced Index 0.55%

Total Weighted Average Fee 0.43%

Domestic Small Cap Equity
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Developed International Equity 

● Developed International Equity managers invest in stocks that trade and gain exposure to developed markets 

and economies outside of the U.S. 

● North Dakota’s average account size for FY 2016: $176mm. 

● Red circle represents NDSIB Legacy Fund’s asset based weighted average developed international equity mgmt. 

fee: 0.40%. 

● Green boxes and diamond represent the 75th, Median, and 25th fee percentiles for the fee universe. 

● Fee universe was constructed using Callan’s 2014 Investment Management Fee Survey for mandate sizes  

between $100mm and $200mm. 

Legacy Fund 

n = 16, Actual Fee Universe 
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Investment Strategies – Developed International Equity 

 

 

Legacy Fund 

● All managers for this asset class fall into the asset based fee category. 

● Note that Capital Guardian Trust was terminated in May 2016 and the proceeds were used to fund William Blair 

in June 2016. 

 

AUM Based Fee Strategies Fee %

Capital Guardian 0.45%

DFA Int'l Small Cap 0.65%

LSV Asset Management 0.38%

Vanguard Int'l Explorer Fund 0.35%

William Blair 0.04%

Weighted Average AUM Based Fee 0.40%

Industry Fee - 25th Percentile 0.60%

Industry Fee - Median 0.51%

Industry Fee - 75th Percentile 0.44%

Total Weighted Average Fee 0.40%

International Equity
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Domestic Fixed Income 

● Domestic Fixed Income managers invest in bonds and other debt instruments. 

● North Dakota’s average account size for FY 2016: $240mm. 

● Red circle represents NDSIB Legacy Fund’s asset based weighted average domestic fixed income mgmt. fee: 

0.18%. 

● Green boxes and diamond represent the 75th, Median, and 25th fee percentiles for the fee universe. 

● Fee universe was constructed using Callan’s 2014 Investment Management Fee Survey for mandate sizes 

greater than $200mm. 

Legacy Fund 
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Investment Strategies – Domestic Fixed Income 

Legacy Fund 

● All managers for this asset class fall into the asset based fee category. 

 

AUM Based Fee Strategies Fee %

Declaration of Total Return 0.45%

Prudential 0.27%

SSgA U.S. Govt Credit Bond Index 0.03%

Wells Capital 0.18%

Western Asset Management 0.14%

Weighted Average AUM Based Fee 0.18%

Industry Fee - 25th Percentile 0.26%

Industry Fee - Median 0.19%

Industry Fee - 75th Percentile 0.15%

Total Weighted Average Fee 0.18%

Domestic Fixed Income
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Diversified Real Assets 

● Diversified Real Assets managers invest in assets that are expected to perform well during periods of inflation. 

● North Dakota’s average account size: $263mm. 

● Red circle represents NDSIB Legacy Fund’s asset based weighted average Diversified Real Assets mgmt. fee: 

0.14%. 

● Yellow box represents total asset class weighted average fee (asset based & performance/hybrid fees) in FY 

2016: 0.41%. 

● Green boxes and diamond represent the 75th, Median, and 25th fee percentiles for the fee universe. 

● Fee universe was constructed using Callan’s 2014 Investment Management Fee Survey for mandate sizes 

greater than $200mm. 

Legacy Fund 

n = 31, Actual Fee Universe  
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Investment Strategies – Diversified Real Assets 

Legacy Fund 

● Due to the fee structure of the funds in the Performance & Hybrid Fee Strategies category, the Total Weighted 

Average Fees are not comparable to industry fees from Callan’s 2014 Investment Management Fee Survey. 

● The infrastructure universe is too small to make an appropriate comparison of fees. 

– JP Morgan Infrastructure Fund charges a base management fee on assets and charges a performance fee for 

performance exceeding a “preferred” return set by the fund. 

– Grosvenor Infrastructure Fund II charges a base management fee on assets and charges a performance fee 

for performance exceeding a “preferred” return set by the fund. 

AUM Based Fee Strategies Fee %

Western Asset Management 0.14%

Weighted Average AUM Based Fee 0.14%

Industry Fee - 25th Percentile 0.19%

Industry Fee - Median 0.15%

Industry Fee - 75th Percentile 0.10%

Performance & Hybrid Fee Strategies Fee %

JP Morgan Infrastructure 0.90%

Grosvenor Infrastructure Fund II 2.96%

Total Weighted Average Fee 0.41%

Inflation Protected
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Real Estate 

● Real Estate managers invest directly in real properties (e.g. offices, multi-family, retail, and other physical 

properties) and securities that gain access to such economic interests. 

● North Dakota’s average account size: $104mm. 

● Red circle represents NDSIB Legacy Fund’s asset based weighted average real estate mgmt. fee: 0.65%. 

● Green boxes and diamond represent the 75th, Median, and 25th fee percentiles for the fee universe. 

● Fee universe was constructed using published fee schedules from Callan’s Real Estate Manager Peer Group, 

using a mandate size between $100mm and $200mm. 

Legacy Fund 
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Investment Strategies – Real Estate 

 

 

 

Legacy Fund 

● All managers for this asset class fall into the asset based fee category. 

 

AUM Based Fee Strategies Fee %

Invesco Core Real Estate 0.34%

JP Morgan Real Estate 0.97%

Weighted Average AUM Based Fee 0.65%

Industry Fee - 25th Percentile 0.93%

Industry Fee - Median 0.86%

Industry Fee - 75th Percentile 0.80%

Total Weighted Average Fee 0.65%

Real Estate



62 NDSIB Fee Analysis – FY 2016 Knowledge. Experience. Integrity. 

Notes and Comments Regarding Report Measurements 

NDSIB – Pension Trust, Insurance Trust, and Legacy Fund 

 ● All market values, fee data and other information is as of the fiscal year ending June 30, 2016. 

● Fee data was provided by NDSIB; no audit of the fees paid by NDSIB was conducted. 

● Average account sizes are measured by using the balances at quarter-end for each quarter in the fiscal year 2016. 

In some cases, an account’s value changed significantly during the fiscal year due to external capital flows. In 

those cases, reasonable adjustments were made to reflect the effect and timing of these cash flows. 

● Fees charged by investment managers who did not have assets under management for the entire fiscal year are 

included in this study for only the period during which that manager was utilized. 

● Investment managers employ three primary fee calculation methods to charge for their services;  

– AUM based fees: fees are calculated as a percentage of assets under management 

– Performance based fees: fees are calculated based on the manager’s ability to outperform a pre-specified 

benchmark during a contracted measurement period 

– Hybrid fees: base management fees are calculated as a percentage of assets under management and a 

performance fee is calculated based on the managers ability to outperform a pre-specified benchmark during a 

contracted measurement period. 

● Regardless of the method used by a particular manager, Callan has calculated fees as a percentage of assets 

under management for each manager for the purposes of comparison. 

● In many instances, fees paid by the individual trusts benefit from fee schedules that account for the aggregate 

level of assets invested with a particular manager or in a specific strategy. 

● Fee universes used in the study reflect either Actual Fees paid by Callan clients in similar mandates, fees 

calculated using a universe of Published Fees representing manager fee schedules for similar mandates, or an 

Average of Actual & Published Fee universes where the actual fee universe was smaller than 10. All fee 

universes are explicitly noted beneath each chart where “n=” will denote the applicable sample size. 

 



  AGENDA ITEM III. F. 
 
 

INFORMATIONAL 
 
 

TO:    State Investment Board    
 

FROM:   Connie Flanagan, Darren Schulz and Dave Hunter 
 

DATE:   November 14, 2016 
 

SUBJECT:  Bank of North Dakota Update 
 

 

RIO is currently investing approximately $40 million of short-term cash with the Bank of 
North Dakota in order to improve risk adjusted rates of return for our clients. BND is willing 
to pay one-month LIBOR minus 0.10% on these cash deposits. The $40 million allocation 
includes $30 million in the Insurance Trust and $10 million in the Pension Trust. 



  AGENDA ITEM III. G. 
 
 

INFORMATIONAL 
 

 
TO:   State Investment Board (“SIB”) Clients  
 

FROM:  Dave Hunter, Darren Schulz and Eric Chin     
 
DATE:  November 14, 2016 
 

SUBJECT: Watch List Commentary 
 

 

RIO routinely reviews investment manager performance, organizational structure, investing 
philosophy/style and fund flows of specific investment mandates and the overall operations of 
our investment firms. These reviews serve as the basis for Staff recommendations to add, 
maintain or remove individual investment strategies (and/or management firms) from our Watch 
List.   
 
At our October 28 board meeting, the SIB placed Adams Street Partners on Watch due to 
transparency concerns and temporarily paused future investments. Based on recent 
conversations, RIO is pleased to report that it has reached an understanding with Adams Street 
to obtain modified investment reporting. Upon receiving the modified reporting package for two 
consecutive quarters, RIO looks forward to recommending that Adams Street Partners be 
removed from the Watch List. 
 
 
 



  AGENDA ITEM IV. A. 
 
 

BOARD ACCEPTANCE REQUESTED 
 
 

TO:    State Investment Board    
 

FROM:   Dave Hunter, Connie Flanagan and Terra Miller-Bowley 
 

DATE:   November 10, 2016 
 

SUBJECT:  RIO Financial Audit and Audit Committee Report – Cover Memo 
 

 

On November 17, 2016, the SIB Audit Committee will be requested to accept the results 
of CliftonLarsonAllen’s audit of RIO’s financial statements as of June 30, 2016, which 
includes an unmodified (or clean) opinion. The agenda for the November 17th Audit 
Committee Meeting is attached for reference as well as the minutes from the prior SIB 
Audit Committee Meeting held on September 23, 2016. 
 
The CliftonLarsonAllen report dated November 7, 2016, notes the financial statements 
“… present fairly, in all material respects, the financial position of RIO as of June 30, 
2016, and the respective changes in financial position for the year then ended in 
accordance with accounting principles generally accepted”.  The opinion also states “the 
combining and individual fund financial statements … present fairly, in all material 
respects, the financial position of each of the individual funds of RIO as of June 30, 2016, 
and the respective changes in financial position for the year then ended”. 
 
RIO notes the CliftonLarsonAllen report contains no management recommendations and 
states there were “no significant difficulties in dealing with management in performing and 
completing our audit” and “no disagreements with management arose during our audit”.  



 

 
 
 
 
State Investment Board 
Teachers’ Fund for Retirement 
North Dakota Retirement and Investment Office 
1930 Burnt Boat Drive 
Bismarck, ND 58507-7100 

 
We have audited the financial statements of the North Dakota Retirement and Investment Office (RIO) 
as of and for the year ended June 30, 2016, and have issued our report thereon dated November 7, 
2016. We have previously communicated to you information about our responsibilities under auditing 
standards generally accepted in the United States of America, as well as certain information related to 
the planned scope and timing of our audit. Professional standards also require that we communicate to 
you the following information related to our audit. 

Significant audit findings 

Qualitative aspects of accounting practices 

Accounting policies 

Management is responsible for the selection and use of appropriate accounting policies. The significant 
accounting policies used by RIO are described in Note 1 to the financial statements.  

For the year ended June 30, 2016, the financial statements include the impact of adoption of 
Governmental Accounting Standards Board (GASB) Statement Number 72. 

GASB 72, Fair Value Measurement and Application, is effective for fiscal years beginning after June 15, 
2015.  This statement addresses accounting and financial reporting requirements related to fair value 
measurements. GASB 72 requires measurement of certain assets and liabilities at fair value using a 
consistent and detailed definition of fair value and accepted valuation techniques. It also enhances 
disclosures about fair value measurements, the level of fair value hierarchy, and valuation techniques. 
Additional disclosures are also required for investments in certain entities that calculate net asset value 
per share (or its equivalent). 

We noted no transactions entered into by RIO during the year for which there is a lack of authoritative 
guidance or consensus. All significant transactions have been recognized in the financial statements in 
the proper period.  

Accounting estimates 

Accounting estimates are an integral part of the financial statements prepared by management and are 
based on management’s knowledge and experience about past and current events and assumptions 
about future events. Certain accounting estimates are particularly sensitive because of their 
significance to the financial statements and because of the possibility that future events affecting them 
may differ significantly from those expected. There were significant estimates in the valuation of 
alternative investments and the calculation of the actuarial information included in the footnotes and 
required supplementary information. 

The valuation of alternative investments, including private equity and real asset investments, are a 
management estimate which is primarily based upon net asset values reported by the investment 
managers and comprise 18% of the total investment portfolio.  The values for these investments are 
reported based upon the most recent financial data available and are adjusted for cash flows through 

CliftonLarsonAllen LLP 
www.CLAconnect.com 

An independent member of Nexia International
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June 30, 2016.  Our audit procedures validated this approach through the use of confirmations sent 
directly to a sample of investment managers and the review of the most recent audited financial 
statements for these sampled funds.  Furthermore, we reviewed management’s estimate and found it to 
be reasonable.  

The actuarially calculated information was based on the assumptions and methods adopted by the 
Board, including an expected investment rate of return of 7.75% per annum compounded annually. The 
valuation takes into account all of the promised benefits required by the Retirement Code to which 
members are entitled as of July 1, 2016. Our audit procedures included reviewing the actuarial 
valuation and related assumptions used therein and we believe the estimate to be reasonable. 

Financial statement disclosures 

Certain financial statement disclosures are particularly sensitive because of their significance to 
financial statement users. There were no particularly sensitive financial statement disclosures. 

The financial statement disclosures are neutral, consistent, and clear. 

Difficulties encountered in performing the audit 

We encountered no significant difficulties in dealing with management in performing and completing our 
audit. 

Uncorrected misstatements  

Professional standards require us to accumulate all misstatements identified during the audit, other 
than those that are clearly trivial, and communicate them to the appropriate level of management. 
Management did not identify and we did not notify them of any uncorrected financial statement 
misstatements.  

Corrected misstatements  

Management did not identify and we did not notify them of any financial statement misstatements 
detected as a result of audit procedures.  

Disagreements with management 

For purposes of this letter, a disagreement with management is a financial accounting, reporting, or 
auditing matter, whether or not resolved to our satisfaction, that could be significant to the financial 
statements or the auditors’ report. No such disagreements arose during our audit.  

Management representations 

We have requested certain representations from management that are included in the attached 
management representation letter dated November 7, 2016. 

Management consultations with other independent accountants 

In some cases, management may decide to consult with other accountants about auditing and 
accounting matters, similar to obtaining a “second opinion” on certain situations. If a consultation 
involves application of an accounting principle to the entity’s financial statements or a determination of 
the type of auditors’ opinion that may be expressed on those statements, our professional standards 
require the consulting accountant to check with us to determine that the consultant has all the relevant 
facts. To our knowledge, there were no such consultations with other accountants.  

Significant issues discussed with management prior to engagement 

We generally discuss a variety of matters, including the application of accounting principles and 
auditing standards, with management each year prior to engagement as RIO’s auditors. However, 
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these discussions occurred in the normal course of our professional relationship and our responses 
were not a condition to our engagement. 

Other information in documents containing audited financial statements 

With respect to the required supplementary information (RSI) accompanying the financial statements, 
we made certain inquiries of management about the methods of preparing the RSI, including whether 
the RSI has been measured and presented in accordance with prescribed guidelines, whether the 
methods of measurement and preparation have been changed from the prior period and the reasons 
for any such changes, and whether there were any significant assumptions or interpretations underlying 
the measurement or presentation of the RSI. We compared the RSI for consistency with management’s 
responses to the foregoing inquiries, the basic financial statements, and other knowledge obtained 
during the audit of the basic financial statements. Because these limited procedures do not provide 
sufficient evidence, we did not express an opinion or provide any assurance on the RSI. 

With respect to the schedules of administrative expenses, consultant expenses, investment expenses, 
and appropriations – budget basis – fiduciary funds (collectively, the supplementary information) 
accompanying the financial statements, on which we were engaged to report in relation to the financial 
statements as a whole, we made certain inquiries of management and evaluated the form, content, and 
methods of preparing the information to determine that the information complies with accounting 
principles generally accepted in the United States of America, the method of preparing it has not 
changed from the prior period or the reasons for such changes, and the information is appropriate and 
complete in relation to our audit of the financial statements. We compared and reconciled the 
supplementary information to the underlying accounting records used to prepare the financial 
statements or to the financial statements themselves. We have issued our report thereon dated 
November 7, 2016. 

Other information is being included in documents containing the audited financial statements and the 
auditors’ report thereon. Our responsibility for such other information does not extend beyond the 
financial information identified in our auditors’ report. We have no responsibility for determining whether 
such other information is properly stated and do not have an obligation to perform any procedures to 
corroborate other information contained in such documents. As required by professional standards, we 
read the introductory, investment, actuarial and statistical sections of the comprehensive annual 
financial report (the other information) in order to identify material inconsistencies between the audited 
financial statements and the other information. We did not identify any material inconsistencies 
between the other information and the audited financial statements.  

Our auditors’ opinion, the audited financial statements, and the notes to financial statements should 
only be used in their entirety. Inclusion of the audited financial statements in a document you prepare, 
such as an annual report, should be done only with our prior approval and review of the document. 

* * * 
This communication is intended solely for the information and use of the State Investment Board, the 
Board of the Teachers’ Fund for Retirement and management of RIO and is not intended to be, and 
should not be, used by anyone other than these specified parties.  
 

a 
CliftonLarsonAllen LLP 

Baltimore, Maryland 
November 7, 2016 
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INDEPENDENT AUDITORS' REPORT 
 
 
 
Governor Jack Dalrymple 
The Legislative Assembly 
David Hunter, Executive Director/CIO 
State Investment Board 
Teachers’ Fund for Retirement Board 
North Dakota Retirement and Investment Office 
 
 
Report on the Financial Statements 

We have audited the accompanying financial statements of the North Dakota Retirement and 
Investment Office (RIO), a department of the State of North Dakota, which comprise the statement of 
net position – fiduciary funds as of June 30, 2016, and the related statement of changes in net position 
– fiduciary funds for the year then ended, and the related notes to the financial statements, which 
collectively comprise RIO’s basic financial statements, and the combining and individual fund financial 
statements as of and for the year ended June 30, 2016, as listed in the table of contents. 
 
Management’s Responsibility for the Financial Statements 

Management is responsible for the preparation and fair presentation of these financial statements in 
accordance with accounting principles generally accepted in the United States of America; this includes 
the design, implementation, and maintenance of internal control relevant to the preparation and fair 
presentation of financial statements that are free from material misstatement, whether due to fraud or 
error. 
 
Auditors’ Responsibility 

Our responsibility is to express opinions on these financial statements based on our audit. We 
conducted our audit in accordance with auditing standards generally accepted in the United States of 
America and the standards applicable to financial audits contained in Government Auditing Standards, 
issued by the Comptroller General of the United States. Those standards require that we plan and 
perform the audit to obtain reasonable assurance about whether the financial statements are free from 
material misstatement. 
 
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in 
the financial statements. The procedures selected depend on the auditors’ judgment, including the 
assessment of the risks of material misstatement of the financial statements, whether due to fraud or 
error. In making those risk assessments, the auditor considers internal control relevant to the entity’s 
preparation and fair presentation of the financial statements in order to design audit procedures that are 
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness 
of the entity’s internal control. Accordingly, we express no such opinion. An audit also includes 
evaluating the appropriateness of accounting policies used and the reasonableness of significant 
accounting estimates made by management, as well as evaluating the overall presentation of the 
financial statements. 
 

CliftonLarsonAllen LLP 
www.CLAconnect.com 

An independent member of Nexia International
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We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for 
our audit opinions. 
 
Opinions 

In our opinion, the financial statements referred to above present fairly, in all material respects, the 
financial position of RIO as of June 30, 2016, and the respective changes in financial position for the 
year then ended in accordance with accounting principles generally accepted in the United States of 
America. Also, in our opinion, the combining and individual fund financial statements referred to above 
present fairly, in all material respects, the financial position of each of the individual funds of RIO as of 
June 30, 2016, and the results of the changes in financial position of such funds for the year then 
ended, in conformity with accounting principles generally accepted in the United States of America. 
 
Emphasis of Matter 

As discussed in Note 1, the financial statements of RIO are intended to present the financial position 
and the changes in financial position of only that portion of the State of North Dakota that is attributable 
to the transactions of RIO. They do not purport to, and do not, present fairly the financial position of the 
State of North Dakota as of June 30, 2016, and the changes in its financial position for the year then 
ended in conformity with accounting principles generally accepted in the United States of America. Our 
opinion is not modified with respect to this matter. 
 
Other Matters 

Required Supplementary Information 

Accounting principles generally accepted in the United States of America require that the 
management’s discussion and analysis and the schedules of changes in NPL and related ratios - ND 
Teachers’ Fund for Retirement and employer contributions - ND Teachers’ Fund for Retirement, 
investment returns - ND Teachers’ Fund for Retirement, employer’s share of NPL – ND Public 
Employees Retirement System and employer contributions – ND Public Employees Retirement System 
and related notes, as listed in the table of contents, be presented to supplement the basic financial 
statements. Such information, although not a part of the basic financial statements, is required by the 
Governmental Accounting Standards Board who considers it to be an essential part of financial 
reporting for placing the basic financial statements in an appropriate operational, economic, or historical 
context. We have applied certain limited procedures to the required supplementary information in 
accordance with auditing standards generally accepted in the United States of America, which 
consisted of inquiries of management about the methods of preparing the information and comparing 
the information for consistency with management’s responses to our inquiries, the basic financial 
statements, and other knowledge we obtained during our audit of the basic financial statements. We do 
not express an opinion or provide any assurance on the information because the limited procedures do 
not provide us with sufficient evidence to express an opinion or provide any assurance. 
 
Other Information 

Our audit was conducted for the purpose of forming opinions on the financial statements that 
collectively comprise RIO’s basic financial statements and the combining and individual fund financial 
statements. The schedules of administrative expenses, consultant expenses, investment expenses, 
and appropriations – budget basis – fiduciary funds, as listed in the table of contents, are presented for 
purposes of additional analysis and are not a required part of the basic financial statements. 
 
These schedules are the responsibility of management and were derived from and relate directly to the 
underlying accounting and other records used to prepare the basic financial statements. Such 
information has been subjected to the auditing procedures applied in the audit of the basic financial 
statements and certain additional procedures, including comparing and reconciling such information 
directly to the underlying accounting and other records used to prepare the basic financial statements 
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or to the basic financial statements themselves, and other additional procedures in accordance with 
auditing standards generally accepted in the United States of America. In our opinion, the information is 
fairly stated, in all material respects, in relation to the basic financial statements as a whole. 
 

The Introductory, Investment, Actuarial and Statistical Section, as listed in the table of contents, have 
not been subjected to the auditing procedures applied in the audit of the basic financial statements, and 
accordingly, we do not express an opinion or provide any assurance on them. 
 
Other Reporting Required by Government Auditing Standards 

In accordance with Government Audit Standards, we have also issued our report dated November 7, 
2016, on our consideration of RIO’s internal control over financial reporting and on our tests of its 
compliance with certain provisions of laws, regulations, contracts and grant agreements and other 
matters. The purpose of that report is to describe the scope of our testing of internal control over 
financial reporting and compliance and the results of that testing, and not to provide an opinion on the 
internal control over financial reporting or on compliance.  That report is an integral part of an audit 
performed in accordance with Government Auditing Standards in considering RIO’s internal control 
over financial reporting. 
 

a 
 
CliftonLarsonAllen LLP 

Baltimore, Maryland 
November 7, 2016 
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INDEPENDENT AUDITORS’ REPORT ON INTERNAL CONTROL OVER 
FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS BASED 

ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE 
WITH GOVERNMENT AUDITING STANDARDS 

 
 
Governor Jack Dalrymple 
The Legislative Assembly 
David Hunter, Executive Director/CIO 
State Investment Board 
Teacher’s Fund for Retirement Board 
North Dakota Retirement and Investment Office 
 
 
We have audited, in accordance with the auditing standards generally accepted in the United States of 
America and the standards applicable to financial audits contained in Government Auditing Standards 
issued by the Comptroller General of the United States, the schedule of employer allocations and the 
total for all entities of the columns titled net pension liability, total deferred outflows of resources, total 
deferred inflows of resources, and total pension expense as of and for the year ended June 30, 2016 
(specified column totals), included in the schedule of pension amounts by employer of the North Dakota 
Retirement and Investment Office - North Dakota Teachers’ Fund for Retirement (TFFR), and have 
issued our report thereon dated November 7, 2016. 
 
Internal Control over Financial Reporting 

Management of TFFR is responsible for establishing and maintaining effective internal control over 
financial reporting. In planning and performing our audits, we considered TFFR's internal control over 
financial reporting as a basis for designing our auditing procedures for the purpose of expressing our 
opinion on the schedule of employer allocations and the specified column totals included in the 
schedule of pension amounts by employer, but not for the purpose of expressing an opinion on the 
effectiveness of TFFR’s internal control over financial reporting.  Accordingly, we do not express an 
opinion on the effectiveness of TFFR’s internal control over financial reporting. 
 
A deficiency in internal control exists when the design or operation of a control does not allow 
management or employees, in the normal course of performing their assigned functions, to prevent, or 
detect and correct, misstatements on a timely basis. A material weakness is a deficiency, or a 
combination of deficiencies, in internal control, such that there is a reasonable possibility that a material 
misstatement of the entity’s schedule of employer allocations and the specified column totals included 
in the schedule of pension amounts by employer will not be prevented, or detected and corrected on a 
timely basis. A significant deficiency is a deficiency, or a combination of deficiencies, in internal control 
that is less severe than a material weakness, yet important enough to merit attention by those charged 
with governance. 
 
Our consideration of internal control was for the limited purpose described in the first paragraph of this 
section and was not designed to identify all deficiencies in internal control that might be material 
weaknesses or significant deficiencies. Given these limitations, during our audits we did not identify any 
deficiencies in internal control that we consider to be material weaknesses. However, material 
weaknesses may exist that have not been identified. 

CliftonLarsonAllen LLP 
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Compliance and Other Matters 

As part of obtaining reasonable assurance about whether TFFR's schedule of employer allocations and 
the specified column totals included in the schedule of pension amounts by employer are free from 
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations, 
contracts, and grant agreements, noncompliance with which could have a direct and material effect on 
the determination of the schedule of employer allocations and the specified column totals included in 
the schedule of pension amounts by employer amounts. However, providing an opinion on compliance 
with those provisions was not an objective of our audits, and accordingly, we do not express such an 
opinion. The results of our tests disclosed no instances of noncompliance or other matters that are 
required to be reported under Government Auditing Standards. 
 
Purpose of this Report 

The purpose of this report is solely to describe the scope of our testing of internal control and 
compliance and the result of that testing, and not to provide an opinion on the effectiveness of TFFR’s 
internal control or on compliance. This report is an integral part of an audit performed in accordance 
with Government Auditing Standards in considering TFFR’s internal control and compliance. 
Accordingly, this communication is not suitable for any other purpose. 
 

a 
 
Baltimore, Maryland 
November 7, 2016 
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We did not identify any findings that are required to be reported in accordance with Government Auditing 
Standards. 
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Our discussion and analysis of the ND Retirement and Investment Office’s (RIO) financial performance 
provides an overview of RIO’s financial activities for the fiscal year ended June 30, 2016.  Please read it in 
conjunction with the basic financial statements, which follow this discussion. 
 
RIO administers two fiduciary funds, a pension trust fund for the ND Teachers’ Fund for Retirement (TFFR) 
and an investment trust fund for the ND State Investment Board (SIB) consisting of 23 investment clients in two 
investment pools and four individual investment accounts. 

 
Financial Highlights 
 
Total net position increased in the fiduciary funds by $623.3 million or 5.8% from the prior year.  
Approximately 78% of that increase is due to the growth of the Legacy Fund and the addition of the assets of the 
Tobacco Prevention and Control Fund. The Legacy Fund was created by a constitutional amendment in 2010.  
The amendment provides that 30% of oil and gas gross production and oil extraction taxes on oil produced after 
June 30, 2011, be transferred to the Legacy Fund. Transfers into the Legacy Fund totaled $434.9 million during 
the fiscal year. The Tobacco Prevention and Control Fund had a net contribution of $53.5 million during its first 
fiscal year within the SIB investment program. 
 
Additions in the fiduciary funds for the year decreased $654.8 million or 37.8% from the previous year. There 
was a significant decrease ($476.7 million) in new purchases of units in the investment program mainly due to 
the slowdown of oil and gas tax collections in the Legacy Fund. Net investment income decreased by $189.0 
million and total contributions increased $9.5 million. 
 
Deductions in the fiduciary funds increased over the prior year by $30.1 million or 7.1%.  Payments to TFFR 
members in the form of benefits and refunds increased by $13.7 million or 8.0%. This increase represented a 
rise in the total number of retirees drawing retirement benefits from the pension fund as well as an increase in 
the retirement salaries on which the benefits of new retirees are based. The redemption of units from the 
investment trust increased by $16.3 million or 6.6%. 
 
As of June 30, 2016, the TFFR pension plan had a Net Pension Liability (NPL) of $1.47 billion and Plan 
Fiduciary Net Position as a percent of Total Pension Liability (TPL) of 59.2%. 
 
Overview of the Financial Statements 
 
This report consists of four parts – management’s discussion and analysis (this section), the basic financial 
statements, required supplementary information, and additional supplementary information that presents 
combining statements for the investment trust funds.  The basic financial statements include fund financial 
statements that focus on individual parts of RIO’s activities (fiduciary funds). 
 
The financial statements also include notes that explain some of the information in the financial statements and 
provide more detailed data.  The statements are followed by a section of required supplementary information 
that further explains and supports the information in the financial statements.  In addition to these required 
elements, we have included additional supplementary information, including combining statements that provide 
details about our investment trust funds, each of which are added together and presented in single columns in the 
basic financial statements. 
 
Fund Financial Statements 
 
The fund financial statements provide detailed information about RIO’s activities. Funds are accounting devices 
that RIO uses to keep track of specific sources of funding and spending for particular purposes. 
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RIO uses fiduciary funds as RIO is the trustee, or fiduciary, for TFFR (a pension plan) and SIB (investment trust 
funds).  RIO is responsible for ensuring that the assets reported in these funds are used for their intended 
purposes.  All of RIO’s fiduciary activities are reported in a statement of net position and a statement of changes 
in net position. 
 
Financial Analysis 
 
RIO’s fiduciary fund total assets as of June 30, 2016, were $11.5 billion and were comprised mainly of 
investments.  Total assets increased by $736.6 million or 6.9% from the prior year primarily due to the growth 
of the Legacy Fund and addition of the Tobacco Prevention and Control Fund, as well as securities lending 
collateral from the program added during the fiscal year.  
 
Total liabilities as of June 30, 2016, were $126.7 million. The majority of the liabilities was comprised of the 
securities lending collateral payable due to the addition of the program during the fiscal year. Total liabilities 
increased by $113.4 million or 860.4% from the prior year due entirely to the securities lending collateral. 
 
RIO’s fiduciary fund total net position was $11.4 billion at the close of fiscal year 2016. 
 

North Dakota Retirement and Investment Office 
Net Position – Fiduciary Funds 

(In Millions) 
 

 

 
 

 
 
 
 
 
 
 
 
 

2016 2015
Total %  
Change

Assets
Investments 11,278.3$       10,668.6$       5.7%
Securities Lending Collateral 116.6              -                 100.0%
Receivables 70.5                61.1                15.3%
Cash & Other 19.9                19.0                4.5%
   Total Assets 11,485.3         10,748.7         6.9%

Deferred Outflows of Resources
Deferred outflows related to pensions 0.3                  0.1                  128.8%

Liabilities
Obligations under Securities Lending 116.6              -                 100.0%
Accounts Payable & Accrued Expenses 10.1                13.2                -23.7%
   Total Liabilities 126.7              13.2                860.4%

Deferred Inflows of Resources
Deferred inflows related to pensions 0.1                  0.2                  -25.4%

Total Net Position 11,358.8$       10,735.5$       5.8%
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North Dakota Retirement and Investment Office 
Changes in Net Position – Fiduciary Funds 

(In Millions) 
 

2016 2015
Total %  
Change

Additions:
   Contributions 162.0$            152.5$            6.3%
   Net Investment Income 151.0              340.0              -55.6%
   Net Securities Lending Income 1.4                  -                 100.0%
   Purchase of Units 763.2              1,239.9           -38.4%
Total Additions 1,077.6           1,732.4           -37.8%

Deductions:
  Payments to TFFR members 186.0              172.2              8.0%
  Administrative Expenses 2.9                  2.9                  1.9%
  Redemption of Units 265.4              249.1              6.6%
Total Deductions 454.3              424.2              7.1%

Total Change in Net Position 623.3$            1,308.2$         -52.4%
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Statement of Changes in Net Position – Additions 
 
Contributions collected by the pension trust fund increased by $9.5 million or 6.3% over the previous fiscal year 
due to both an increase in the number of active members contributing to the fund and an increase in the average 
salary of active members. Net investment income (net of investment expenses) decreased by $189.0 million or 
55.6% from last year. This was the result of weak financial markets during the fiscal year. Deposits of funds into 
the investment trust fund (purchase of units) decreased by $476.7 million or 38.4% due mainly to lower oil and 
gas tax collections affecting the Legacy Fund. 
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Statement of Changes in Net Position – Deductions 
 
Benefits paid to TFFR plan participants, including partial lump-sum distributions, increased by $12.3 million or 
7.3% during the fiscal year ended June 30, 2016.  This was due to an increase in the total number of retirees in 
the plan as well as an increased retirement salary on which the benefits are based upon. Refunds increased in 
fiscal year 2016 by $1.5 million or 37.6%.  
 
Administrative expenses remained relatively steady in fiscal year 2016, showing a modest 1.9% increase over 
the previous fiscal year. 
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Conclusion 
 
Net returns were positive despite challenging global economic conditions and heightened volatility in the capital 
markets last year. China’s currency devaluation on August 11, 2015, and the U.K. Brexit vote on June 23, 2016, 
contributed to this increased volatility. Although the U.S. economy appeared stronger than the broader global 
markets, GDP growth rates in the U.S. have declined for four consecutive quarters on an annualized basis. For 
the fiscal year ended June 30, 2016, the TFFR pension plan generated a net investment return of 0.3% which 
trailed the investment policy benchmark of 0.6%. Strong returns in real estate (up 11%) and international fixed 
income (up 7%) were largely offset by muted returns in U.S. equities (up 2%) and sharply disappointing results 
in world, international and private equities (down over 7%). U.S. fixed income and other real assets (including 
infrastructure and timber) posted net investment returns of less than 4% for fiscal year 2016.  
 
While cumulative returns in the post-credit crisis era have been strong, investors today face numerous 
challenges in the future that may limit the potential for high market returns and amplify investment risk. First, 
one could argue that many asset classes and strategies no longer offer compelling valuations for investors. 
Second, the ever-growing debt burden from unprecedented monetary policy and muted economic growth in a 
range of economies makes it less and less likely that authorities will be in a position to provide a cushion in a 
downturn when it occurs. Finally, the specter of the Federal Reserve raising short-term interest rates in the near 
future does pose a challenge to certain asset classes and strategies to varying degrees. To meet this challenge, 
the State Investment Board will continue to research strategies and investment options that mitigate and 
diversify the sources of risk accepted to address funding issues in the challenging years ahead.   
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TFFR’s funding objective is to meet long-term pension benefit obligations through contributions and investment 
income. To address TFFR’s funding shortfall, the ND State Legislature took action in 2011 and approved 
legislation to increase contributions (4% member and 4% employer) and modify certain benefits for non-
grandfathered members. Increased contribution rates will be in effect until TFFR reaches 100% funding on an 
actuarial basis. This comprehensive funding recovery plan, along with solid investment performance in the 
future, is expected to improve TFFR’s funding level over the long term.  
 
As of July 1, 2016, TFFR’s funding level was 62.1% on an actuarial basis (and 59.2% on a market basis). 
Because recent investment performance has been less than assumed, TFFR’s funded status is expected to decline 
as these losses are recognized over the next few years due to the plan’s five-year asset smoothing method. 
However, over the long term, the plan’s funding level is expected to gradually improve with full funding 
expected in 30-40 years, if all actuarial assumptions are met in the future, including the 7.75% investment return 
assumption.  Protecting the long term solvency of the pension plan is the TFFR Board’s fiduciary responsibility. 
The Board will continue to proactively address TFFR funding issues so the plan will be financially strong and 
sustainable for past, present, and future ND educators. 
 
Contacting RIO Financial Management 
 
This financial report is designed to provide our Boards, our membership, our clients and the general public with 
a general overview of RIO’s finances and to demonstrate RIO’s accountability for the money we receive.  If you 
have any questions about this report or need additional information, contact the North Dakota Retirement and 
Investment Office, PO Box 7100, Bismarck, ND 58507-7100.  
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Pension Trust Investment Trust Total
Assets:
  Investments, at fair value
     Equities -$                      1,900,710,606$       1,900,710,606$         
     Equity pool 1,131,917,482       1,921,253,074         3,053,170,556           
     Fixed income -                        1,415,525,781         1,415,525,781           
     Fixed income pool 479,086,760          2,285,945,327         2,765,032,087           
     Real assets -                        615,513,449            615,513,449              
     Real assets pool 369,771,496          889,167,336            1,258,938,832           
     Private equity pool 73,374,321            85,965,628              159,339,949              
     Cash pool 18,515,640            91,516,800              110,032,440              

         Total investments 2,072,665,699       9,205,598,001         11,278,263,700         

  Invested securities lending collateral 19,859,451            96,710,963              116,570,414              

  Receivables:
     Investment income 9,517,943              35,454,773              44,972,716                
     Contributions 25,494,939            -                           25,494,939                
     Miscellaneous 7,963                     13,880                     21,843                       

         Total receivables 35,020,845            35,468,653              70,489,498                

  Cash and cash equivalents 19,747,422            168,372                   19,915,794                

         Total assets 2,147,293,417       9,337,945,989         11,485,239,406         

Deferred outflows of resources
  Deferred outflows related to pensions 168,324                 113,380                   281,704                     

Liabilities:
  Accounts payable 118,477                 38,269                     156,746                     
  Investment expenses payable 1,713,404              6,349,541                8,062,945                  
  Securities lending collateral 19,859,451            96,710,963              116,570,414              
  Accrued expenses 1,354,756              443,950                   1,798,706                  
  Miscellaneous payable -                        17,233                     17,233                       
  Due to other state agencies 10,055                   7,234                       17,289                       

         Total liabilities 23,056,143            103,567,190            126,623,333              

Deferred inflows of resources
  Deferred inflows related to pensions 70,310                   42,271                     112,581                     

Net position:
  Restricted for pensions 2,124,335,288       -                           2,124,335,288           
  Held in trust for external investment
   pool participants:
      Pension pool -                        2,637,238,130         2,637,238,130           
      Insurance pool -                        2,538,236,673         2,538,236,673           
  Held in trust for individual investment
   accounts -                      4,058,975,105       4,058,975,105           

         Total net position 2,124,335,288$     9,234,449,908$       11,358,785,196$       

Each participant unit is valued at $1.00
Participant units outstanding 9,234,449,908         9,234,449,908           
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Pension Trust Investment Trust Total
Additions:
 Contributions:
  Employer contributions 82,839,932$          -$                        82,839,932$              
  Member contributions 76,342,685            -                          76,342,685                
  Purchased service credit 2,768,245              -                          2,768,245                  
  Interest, penalties and other 44,966                   -                          44,966                       

         Total contributions 161,995,828          -                          161,995,828              

 Investment income:
  Net change in fair
    value of investments (35,952,316)          (51,056,400)            (87,008,716)              
  Interest, dividends and other income 49,982,337            217,167,354            267,149,691              

14,030,021            166,110,954            180,140,975              
  Less investment expenses 6,034,689              23,130,811              29,165,500                

         Net investment income 7,995,332              142,980,143            150,975,475              

 Securities lending activity:
  Securities lending income 304,571                 1,465,052                1,769,623                  
  Less securities lending expenses (60,907)                 (292,852)                 (353,759)                   

         Net securities lending income 243,664                 1,172,200                1,415,864                  

  Purchase of units ($1 per unit) -                        763,176,205            763,176,205              

         Total additions 170,234,824          907,328,548            1,077,563,372           

Deductions:
  Benefits paid to participants 179,625,551          -                          179,625,551              
  Partial lump-sum distributions 992,233                 -                          992,233                     
  Refunds 5,350,896              -                          5,350,896                  
  Administrative expenses 1,851,656              1,066,070                2,917,726                  
  Redemption of units ($1 per unit) -                        265,411,054            265,411,054              

         Total deductions 187,820,336          266,477,124            454,297,460              

         Change in net position (17,585,512)          640,851,424            623,265,912              

Net position:
  Beginning of year 2,141,920,800       8,593,598,484         10,735,519,284         

  End of Year 2,124,335,288$     9,234,449,908$       11,358,785,196$       
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Note 1 - Summary of Significant Accounting Policies 
 
RIO is an agency of the State of North Dakota operating through the legislative authority of North Dakota 
Century Code (NDCC) Chapter 54-52.5 and is considered part of the State of North Dakota financial reporting 
entity and included in the State of North Dakota’s Comprehensive Annual Financial Report. 
 
For financial reporting purposes, RIO has included all funds, and has considered all potential component units 
for which RIO is financially accountable, and other organizations for which the nature and significance of their 
relationship with RIO are such that exclusion would cause RIO’s financial statements to be misleading or 
incomplete. The Governmental Accounting Standards Board has set forth criteria to be considered in 
determining financial accountability. This criteria includes appointing a voting majority of an organization’s 
governing body and (1) the ability of RIO to impose its will on that organization or (2) the potential for the 
organization to provide specific financial benefits to, or impose specific financial burdens on RIO. 
 
Based upon these criteria, there are no component units to be included within RIO as a reporting entity and RIO 
is part of the State of North Dakota as a reporting entity. 
 
Fund Financial Statement 
 
All activities of RIO are accounted for within the pension and investment trust funds and are shown, by fund, in 
the fiduciary fund financial statements. 
 
Measurement Focus, Basis of Accounting and Financial Statement Presentation 
 
The financial statements of RIO are reported using the economic resources measurement focus and the accrual 
basis of accounting. 
 
This measurement focus includes all assets and liabilities associated with the operations of the fiduciary funds 
on the statements of net position. Revenues are recorded when earned and expenses are recorded when a liability 
is incurred, regardless of the timing of related cash flows. 
 
New Accounting Standards 
 
In fiscal year 2016, the Plan implemented GASB Statement No. 72, Fair Value Measurement and Application, 
(“GASB 72”). This statement defines fair value and describes how state and local governments should define 
and measure fair value, what assets and liabilities should be measured at fair value, and what information about 
fair value should be disclosed in the notes to the financial statements. GASB 72 enhances transparency through 
new note disclosures as reflected in Note 3 Investments - Fair Value Measurement. 
 
Fiduciary Fund  
 
A pension trust fund and investment trust funds have been established to account for the assets held by RIO in a 
trustee capacity for TFFR and as an agent for other governmental units or funds which have placed certain 
investment assets under the management of SIB. The SIB manages two external investment pools and four 
individual investment accounts. The two external investment pools consist of a pension pool and insurance pool. 
SIB manages the investments of the North Dakota Public Employees Retirement System, Bismarck City 
Employees and Police, City of Grand Forks Employees and City of  Grand Forks Park District Employees 
pension plans in the pension pool. The investments of Workforce Safety and Insurance, State Fire & Tornado, 
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State Bonding, Petroleum Tank Release Compensation Fund, Insurance Regulatory Trust, North Dakota 
Association of Counties Fund, Risk Management, Risk Management Workers Comp, PERS Group Insurance, 
City of Bismarck Deferred Sick Leave, City of Fargo FargoDome Permanent Fund, Cultural Endowment Fund, 
ND State Board of Medicine, and Budget Stabilization Fund are managed in the insurance pool. The Legacy 
Fund, Job Service of North Dakota, Tobacco Prevention and Control Fund, and PERS Retiree Health 
investments are managed by SIB in individual investment accounts; except for a small portion of the Legacy 
Fund fixed income assets that will remain pooled until they are liquidated at a future date and their cash 
allocation that will remain pooled for operational efficiency. 
RIO has no statutory authority over, nor responsibility for, these investment trust funds other than the 
investment responsibility provided for by statute or through contracts with the individual agencies. The funds 
that are required to participate according to statute are:  Public Employees Retirement System, Workforce Safety 
and Insurance, State Fire and Tornado, State Bonding, Petroleum Tank Release Compensation Fund, Insurance 
Regulatory Trust, Risk Management, Risk Management Workers Comp, Cultural Endowment Fund, Legacy 
Fund and Budget Stabilization Fund. 
 
RIO follows the pronouncements of the Governmental Accounting Standards Board (GASB), which is the 
nationally accepted standard setting body for establishing accounting principles generally accepted in the United 
States of America for governmental entities.  
 
Pension and Investment Trust Funds are accounted for using the accrual basis of accounting. Member 
contributions are recognized in the period in which they are due. Employer contributions are recognized when 
due and the employer has made a formal commitment to provide the contributions. Benefits and refunds are 
recognized when due and payable in accordance with the NDCC. 
 
Use of Estimates 
 
The preparation of financial statements in conformity with accounting principles generally accepted in the 
United States of America requires management to make estimates and assumptions that affect the reported 
amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the financial 
statements and the reported amounts of revenues and expenses during the reporting period. Actual results could 
differ from those estimates.  
 
RIO utilizes various investment instruments. Investment securities, in general, are exposed to various risks, such 
as interest rate, credit, and overall market volatility. Due to the level of risk associated with certain investment 
securities, it is reasonably possible that changes in the values of investment securities will occur in the near term 
and that such change could materially affect the amounts reported in the statements of net position. 
 
Budgetary Process 
 
RIO operates through a biennial appropriation, which represents appropriations recommended by the Governor 
and presented to the General Assembly (the Assembly) at the beginning of each legislative session. The 
Assembly enacts RIO’s budget through passage of a specific appropriation bill. The State of North Dakota’s 
budget is prepared principally on a modified accrual basis. The Governor has line item veto power over all 
legislation, subject to legislative override. 
 
Once passed and signed, the appropriation bill becomes RIO’s financial plan for the next two years. Changes to 
the appropriation are limited to Emergency Commission authorization, initiative, or referendum action. The 
Emergency Commission can authorize receipt of federal or other moneys not appropriated by the Assembly if 
the Assembly did not indicate intent to reject the money. The Emergency Commission may authorize pass-
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through federal funds from one state agency to another. The Emergency Commission may authorize the transfer 
of expenditure authority between appropriated line items, however RIO has specific authority as a special fund 
to transfer between the contingency line item and other line items. Unexpended appropriations lapse at the end 
of each biennium, except certain capital expenditures covered under the NDCC section 54-44.1-11.  
 
RIO does not use encumbrance accounting. The legal level of budgetary control is at the agency, appropriation 
and expenditure line item level. RIO does not formally budget revenues and it does not budget by fund. The 
statement of revenues, expenditures and changes in fund balances - budget and actual is not prepared because 
revenues are not budgeted. 
 
Capital Assets and Depreciation 
 
Capital asset expenditures greater than $5,000 are capitalized at cost in accordance with Section 54-27-21 of the 
NDCC. Depreciation is computed using the straight-line method over the estimated useful lives of the assets. 
The estimated useful lives are as follows: 
 
       Years 
   Office equipment       5 
   Furniture and fixtures       5 
 
Investments 
 
NDCC Section 21-10-07 states that the SIB shall apply the prudent investor rule when investing funds under its 
supervision. The prudent investor rule means that in making investments, the fiduciaries shall exercise the 
judgment and care, under the circumstances then prevailing, that an institutional investor of ordinary prudence, 
discretion and intelligence exercises in the management of large investments entrusted to it, not in regard to 
speculation, but in regard to the permanent disposition of funds, considering probable safety of capital as well as 
probable income. 
 
The pension fund belonging to TFFR and investment trust funds attributable to the City of Bismarck Employee 
Pension Plan, the City of Bismarck Police Pension Plan, Job Service of North Dakota, City of Grand Forks 
Employee Pension Plan, City of Grand Forks Park District Pension Plan and the Public Employees Retirement 
System (PERS) must be invested exclusively for the benefit of their members. All investments are made in 
accordance with the respective fund’s long-term investment objectives and performance goals. 
 
Pooled Investments 
 
Most funds whose investments are under the supervision of the SIB participate in pooled investments. The 
agencies transfer money into the investment pools and receive an appropriate percentage ownership of the 
pooled portfolio based upon fair value. All activities of the investment pools are allocated to the agencies based 
upon their respective ownership percentages. Each participant unit is valued at $1.00 per unit. 
 
Investment Valuation and Income Recognition 
 
Investments are reported at fair value. Quoted market prices, when available, have been used to value 
investments. The fair values for securities that have no quoted market price represent estimated fair value. 
International securities are valued based upon quoted foreign market prices and translated into U.S. dollars at the 
exchange rate in effect at June 30. In general, corporate debt securities have been valued at quoted market prices 
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or, if not available, values are based on yields currently available on comparable securities of issuers with 
similar credit ratings. Mortgages have been valued on the basis of their future principal and interest payments 
discounted at prevailing interest rates for similar instruments. The fair value of real estate investments, including 
timberland, is based on appraisals plus fiscal year-to-date capital transactions. Publicly traded alternative 
investments are valued based on quoted market prices. When not readily available, alternative investment 
securities are valued using current estimates of fair value from the investment manager. Such valuations 
consider variables such as financial performance of the issuer, comparison of comparable companies’ earnings 
multiples, cash flow analysis, recent sales prices of investments, withdrawal restrictions, and other pertinent 
information. Because of the inherent uncertainty of the valuation for these other alternative investments, the 
estimated fair value may differ from the values that would have been used had a ready market existed. 
 
The net change in fair value of investments consists of the realized gains or losses and the unrealized increase or 
decrease in fair value of investments during the year. Realized gains and losses on sales of investments are 
computed based on the difference between the sales price and the original cost of the investment sold. Realized 
gains and losses on investments that had been held in more than one fiscal year and sold in the current fiscal 
year were included as a change in the fair value of investments reported in the prior year(s) and the current year. 
 
Unrealized gains and losses are computed based on changes in the fair value of investments between years. 
Security transactions are accounted for on a trade date basis. Interest income is recognized when earned. 
Dividend income is recorded on the ex-dividend date. 
 
Pensions 
 
For purposes of measuring the net pension liability, deferred outflows of resources and deferred inflows of 
resources related to pensions, and pension expense, information about the fiduciary net position of the ND 
Public Employees Retirement System (NDPERS) and additions to/deductions from NDPERS' fiduciary net 
position have been determined on the same basis as they are reported by NDPERS. For this purpose, benefit 
payments (including refunds of employee contributions) are recognized when due and payable in accordance 
with the benefit terms. Investments are reported at fair value. 
 
Note 2 - Cash and Cash Equivalents 
 
Custodial Credit Risk 
 
State law generally requires that all state funds be deposited in the Bank of North Dakota. NDCC 21-04-01 
provides that public funds belonging to or in the custody of the state shall be deposited in the Bank of North 
Dakota. Also, NDCC 6-09-07 states, “[a]ll state funds … must be deposited in the Bank of North Dakota” or 
must be deposited in accordance with constitutional and statutory provisions. 
 
Pension Trust Fund 
 
Deposits held by the Pension Trust Fund at June 30, 2016 were deposited in the Bank of North Dakota. At June 
30, 2016, the carrying amount of TFFR’s deposits was $19,747,422 and the bank balance was $19,799,474. The 
difference results from checks outstanding or deposits not yet processed by the bank. These deposits are exposed 
to custodial credit risk as uninsured and uncollateralized. However, these deposits at the Bank of North Dakota 
are guaranteed by the State of North Dakota through NDCC Section 6-09-10. 
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Investment Trust Funds 
 
Certificates of deposit are recorded as investments and have a cost and carrying value of $81,143,786 at June 30, 
2016. In addition these funds carry cash and cash equivalents totaling $168,372 at June 30, 2016. These deposits 
are exposed to custodial credit risk as uninsured and uncollateralized. However, these deposits held at the Bank 
of North Dakota are guaranteed by the State of North Dakota through NDCC Section 6-09-10. 
 
Note 3 - Investments 
 
The investment policy of the SIB is governed by NDCC 21-10. The SIB shall apply the prudent investor rule in 
investing for funds under its supervision. The “prudent investor rule” means that in making investments, the 
fiduciaries shall exercise the judgment and care, under the circumstances then prevailing, that an institutional 
investor of ordinary prudence, discretion, and intelligence exercises in the management of large investments 
entrusted to it, not in regard to speculation but in regard to the permanent disposition of funds, considering 
probable safety of capital as well as probable income. The retirement funds belonging to the teachers’ fund for 
retirement and the public employees’ retirement system must be invested exclusively for the benefit of their 
members and in accordance with the respective funds’ investment goals and objectives. 
 
Interest Rate Risk 
 
Interest rate risk is the risk that changes in interest rates of debt securities will adversely affect the fair value of 
an investment. The price of a debt security typically moves in the opposite direction of the change in interest 
rates. The SIB does not have a formal investment policy that limits investment maturities as a means of 
managing its exposure to potential fair value losses arising from future changes in interest rates. 
 
At June 30, 2016, the following tables show the investments by investment type and maturity (expressed in 
thousands). 
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Total Fair
Value

Less than
1 Year 1-6 Years 6-10 Years

More than 10 
Years

Asset Backed Securities 214,093$         1,354$             73,333$           35,566$           103,840$         
Bank Loans 7,523               -                  5,407               2,116               -                  
Collateralized Bonds -                  -                  -                  -                  -                  
Commercial Mortgage-Backed 143,357           67                    17                    5,760               137,513           
Commercial Paper -                  -                  -                  -                  -                  
Corporate Bonds 1,292,451        56,049             432,650           433,705           370,047           
Corporate Convertible Bonds 8,502               -                  6,629               190                  1,683               
Government Agencies 68,113             5,900               44,149             8,266               9,798               
Government Bonds 567,638           26,480             273,899           107,544           159,715           
Gov't Mortgage Backed and CMB 715,219           256                  27,624             36,868             650,471           
Repurchase Agreements (14,482)           (14,482)           -                  -                  -                  
Index Linked Government Bonds 34,183             5,903               -                  7,456               20,824             
Municipal/Provincial Bonds 36,951             154                  5,845               9,704               21,248             
Non-Government Backed CMOs 60,641             -                  8,303               900                  51,438             
Other Fixed Income 6,528               1,455               5,073               -                  -                  
Short Term Bills and Notes 17,161             17,161             -                  -                  -                  
Funds/Pooled Investments 1,713,792        172,187           701,969           442,005           397,631           

Total Debt Securities 4,871,670$      272,484$         1,584,898$      1,090,080$      1,924,208$      

 

In the table above, the fair values of inflation indexed bonds are reflected in the columns based on their stated 
maturity dates. The principal balances of these bonds are adjusted every six months based on the inflation index 
for that period. 
 
Some investments are more sensitive to interest rate changes than others. Variable and floating rate 
collateralized mortgage obligations (CMOs), asset-backed securities (ABS), interest-only and principal-only 
securities are examples of investments whose fair values may be highly sensitive to interest rate changes. 
 
Interest-only (IO) and principal-only (PO) strips are transactions which involve the separation of the interest and 
principal components of a security. They are highly sensitive to prepayments by mortgagors, which may result 
from a decline in interest rates. The SIB held IOs valued at $7.7 million and POs valued at $6.7 million at June 
30, 2016. The SIB has no policy regarding IO or PO strips. 
 
Credit Risk 
 
Credit risk is the risk that an issuer or other counterparty to an investment will not fulfill its obligations. The 
State Investment Board maintains a highly diversified portfolio of debt securities encompassing a wide range of 
credit ratings. Although the SIB has no overall policy regarding credit risk, each debt securities manager is 
given a specific set of guidelines to invest within based on the mandate for which it was hired. The guidelines 
specify in which range of credit the manager may invest. These ranges include investment grade and below 
investment grade categories. The following table presents the SIB’s ratings as of June 30, 2016 (expressed in 
thousands). 
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2016
Total Fair 

Value AAA AA A BBB BB B CCC CC C D NR

Asset Backed Securities 213,219$        123,092$   21,414$      30,455$      19,980$          3,822$        2,797$            9,202$        1,804$        -$         653$        -$            

Bank Loans 7,523              -            -              -              2,977              2,305          2,241              -              -              -           -          -              

Commercial Mortgage Backed 111,063          47,154       23,370        10,891        9,682              5,798          6,791              6,618          -              -           759          -              

Corporate Bonds 1,292,451       2,026         45,795        218,343      783,700          165,038      64,841            9,969          471             -           2,268       -              

Corporate Convertible Bonds 8,502              -            -              -              34                   2,689          3,905              1,477          -              -           397          -              

Gov't Agencies 63,908            4,305         44,179        1,066          14,358            -             -                 -              -              -           -          -              

Gov't Bonds 128,745          8,315         12,427        34,160        41,997            28,531        3,315              -              -              -           -          -              

Gov't Issued Commercial & Gov't Mortgage Backed 507,990          2,587         505,403      -              -                 -             -                 -              -              -           -          -              

Municipal/Provincial Bonds 36,951            4,517         16,036        7,456          8,788              -             -                 -              -              -           -          154             

Non-Gov't Backed CMOs 59,280            7,493         6,533          18,982        8,676              699             4,242              4,664          2,924          -           5,067       -              

Other Fixed Income 6,528              -            6,528          -              -                 -             -                 -              -              -           -          -              

Repurchase Agreements (14,482)           3,700         (18,182)       -              -                 -             -                 -              -              -           -          -              

Short Term Bills & Notes 15,697            -            15,697        -              -                 -             -                 -              -              -           -          -              

Funds/Pooled Investments 1,713,792       107,858     940,656      418,236      190,616          49,459        6,967              -              -              -           -          -              

 Total Credit Risk of Debt Securities 4,151,167       311,047$   1,619,856$ 739,589$    1,080,808$     258,341$    95,099$          31,930$      5,199$        -$         9,144$     154$           

US Gov't & Agencies ** 720,503          

Total Debt Securities 4,871,670$     

Credit Rating*

 
* Ratings are determined in the following order: 

1. S&P rating 
2. Moody’s rating 
3. Fitch rating 
4. Manager-determined rating (internal rating) 
5. If no ratings available using steps 1-4, then shown as not rated. 

 
** US government agency securities explicitly guaranteed by the US government are categorized here. 

Credit ratings of US government agency securities that are only implicitly guaranteed by the US 
government are categorized accordingly in the main body of this table. Implicitly guaranteed agency 
securities included in the Gov’t Issued Commercial & Gov’t Mortgage Backed, Gov’t Agencies, and 
Short Term Bills and Notes categories are issued by FNMA, FDIC, FHLB, FHLMC, FICO, FAMC and 
NCUA and TVA. 

 
Concentration of Credit Risk 
 
Concentration of credit risk is the risk of loss that may be attributed to the magnitude of an investment in a 
single issuer. As of June 30, 2016, the SIB’s portfolio has no single issuer exposure that comprises 5% or more 
of the overall portfolio, excluding investments issued or explicitly guaranteed by the U.S. government and 
investments in mutual funds, external investment pools, and other pooled investments. Therefore, there is no 
concentration of credit risk. 
 
Foreign Currency Risk 
 
Foreign currency risk is the risk that changes in exchange rates will adversely affect the fair value of an 
investment or a deposit. Although the SIB does not have a formal investment policy governing foreign currency 
risk, the SIB does manage its exposure to fair value loss by requiring their international securities investment 
managers to maintain diversified portfolios to limit foreign currency and security risk. The SIB’s exposure to 
foreign currency risk is presented in the following table as of June 30, 2016 (expressed in thousands). 
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Currency Short-Term Debt Equity Total
Australian dollar 508$              11,044$       40,740$      52,292$      
Brazilian real 560                7,856          4,035          12,451       
British pound sterling (839)              8,370          194,291      201,822      
Canadian dollar 48                 -                 22,605        22,653       
Chilean peso 54                 9,704          853            10,611       
Chinese yuan renminbi (17)                -                 -                (17)            
Columbian peso -                    2,184          -                2,184         
Czech koruna -                    -                 743            743            
Israeli shekel 46                 -                 5,332          5,378         
Danish krone 70                 -                 12,863        12,933       
Euro (9,287)            12,557         287,286      290,556      
Hong Kong dollar 419                -                 67,721        68,140       
Hungarian forint 3                   5,619          1,912          7,534         
Indian rupee 6,858             -                 -                6,858         
Indonesian Rupiah 33                 6,771          1,051          7,855         
Japanese yen 2,582             397             190,320      193,299      
Malaysian Ringgit 59                 6,469          -                6,528         
Mexican peso (304)              25,778         7,358          32,832       
New Zealand dollar 28                 5,187          2,476          7,691         
Norwegian krone 4,735             -                 12,551        17,286       
Polish zloty -                    2,952          1,177          4,129         
Russian ruble (546)              -                 -                (546)          
Singapore dollar 113                -                 6,049          6,162         
South African rand 93                 4,540          9,775          14,408       
South Korean won 486                -                 18,227        18,713       
Swedish krona 9,995             -                 27,601        37,596       
Swiss franc 62                 -                 68,795        68,857       
Taiwan dollar 9                   -                 2,807          2,816         
Thai baht 387                -                 3,838          4,225         
Turkish lira 42                 -                 1,173          1,215         
International commingled
 funds (various currencies) -                    110,368       762,502      872,870      
Total international 
investment securities 16,197$          219,796$     1,754,081$  1,990,074$ 

 
Negative amounts represent short positions. 
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Derivative Securities 
 
Derivatives are financial arrangements between two parties whose payments are based on, or “derived” from, 
the performance of some agreed upon benchmark. The investment policies of the SIB’s clients allow the use of 
derivative securities to hedge or replicate underlying exposures but not for speculation. All derivatives are 
considered investment derivative instruments. The fair value of all derivative securities is reported in the 
statement of net position. At June 30, 2016, the SIB had four types of derivative securities: futures, options, 
swaps and currency forwards. 
 
Futures 
 
Futures represent commitments to purchase (asset) or sell (liability) securities at a future date and at a specific 
price. Futures contracts are traded on organized exchanges (exchange traded) thereby minimizing the SIB’s 
counterparty risk. The net change in the futures contracts’ value is settled daily in cash with the exchanges. Net 
gains or losses resulting from the daily settlements are included in net change in fair value of investments in the 
statement of changes in net position and totaled $(7.5) million for fiscal year 2016. At June 30, 2016, the SIB 
investment portfolio had the notional futures balances shown below (expressed in thousands). 
 

Futures Notional Value
June 30, 2016

Cash & Cash Equivalent Derivative Futures
   Long 37,736$             
   Short (946,602)            

Equity Derivative Futures
   Long 623,571             

Fixed Income Derivative Futures
   Long 509,240             
   Short (290,226)            

      Total Futures (66,281)$            

 
 

Options 
 
Options represent or give buyers the right, but not the obligation, to buy (call) or sell (put) an asset at a preset 
price over a specified period. Options are traded on organized exchanges (exchange traded) thereby minimizing 
the SIB’s counterparty credit risk. The option’s price is usually a small percentage of the underlying asset’s 
value. As a seller of a financial option, the SIB, through its investment manager, receives a premium at the 
beginning of the agreement and bears the risk of an unfavorable change in the price of the financial instrument 
underlying the option. As a buyer of a financial option, the SIB, through its investment manager, pays a 
premium at the beginning of the agreement and the counterparty bears the risk of an unfavorable change in the 
price of the financial instrument underlying the option. Gains and losses on options are determined based on fair 
values and recorded with the net change in fair value of investments in the statement of changes in net position 
and totaled $0.4 million for fiscal year 2016.  At June 30, 2016, the SIB investment portfolio had the following 
option balances (expressed in thousands). 
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Options Fair Value
June 30, 2016

Cash & Other Options
Call (72)$                   
Put 72                      

Fixed Income Options
Call (37)                     
Put (1)                       

Total Options (38)$                   

 
Swaps 
 
A swap is a derivative in which counterparties exchange certain benefits of one party’s financial instrument for 
those of the other party’s financial instrument. Specifically, the two counterparties agree to exchange one stream 
of cash flows for another stream. The SIB, through its investment managers, has entered into various swap 
agreements in an attempt to manage its exposure to interest rate, inflation, credit, currency risk and total return.  
 
Interest rate risk represents the exposure to fair value losses arising from future changes in prevailing market 
interest rates. In the most common type of interest rate swap arrangement, one party agrees to pay fixed interest 
payments on designated dates to a counterparty, who in turn agrees to make return interest payments that float 
with some reference rate.  
 
Inflation risk represents the exposure to fair value losses arising from future changes in prevailing market 
inflation. In an inflation swap, one party pays a fixed rate on a notional principal amount, while the other party 
pays a floating rate linked to an inflation index, such as the Consumer Price Index (CPI).  
 
Credit risk represents the exposure to fair value losses arising from a credit event such as default, failure to pay, 
restructuring or bankruptcy. In a credit default swap (CDS) contract, the protection buyer of the CDS makes a 
series of payments to the protection seller and, in exchange, receives a payoff if the credit instrument 
experiences a credit event. CDS contracts are also used to establish exposure to a desired credit instrument. 
 
Currency risk represents the exposure to fair value losses arising from the change in price of one currency 
against another. A currency swap is a foreign-exchange agreement between two parties to exchange principal 
and interest in one currency for the same in another currency. 
 
A total return swap is an agreement in which one party makes payments based on a set rate, either fixed or 
variable, while the other party makes payments based on the return of an underlying asset (income and capital 
gains). The underlying asset, or reference asset, is owned by the party receiving the set rate payment. 
 
Gains and losses on swaps are determined based on fair values and are recorded with the net change in fair value 
of investments in the statement of changes in net position and totaled $(10.7) million for fiscal year 2016. The 
maximum loss that would be recognized at June 30, 2016, if all counterparties failed to perform as contracted is 
$3.25 million. Swap fair values are determined by a third party pricing source. At June 30, 2016, the SIB’s 
investment portfolio had the swap fair value balances as shown below (expressed in thousands). 
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Credit Default Swaps 
Notional Amount Fair Value

Counterparty/Moody's Rating June 30, 2016
Expiration Date 

Range June 30, 2016
Bank of America/A3 (1 contract) (2,600)$                    12/2018 40$                  
Barclays/A2 (1 contract) (100)                         9/2019 1                      
BNP Paribas/A2 (2 contracts) (450)                         12/2016 - 6/2019 (44)                  
Citibank/A3 (4 contracts) (11,050)                    12/2018 - 12/2019 105                  
Citigroup Global Markets/A1 (6,500)                      12/2018 75                    
Credit Suisse First Boston/A1 (2 contracts) 4,340                        6/2021 (81)                  
Deutsche Bank/A2 (2 contracts) 2,400                        6/2017 (18)                  
Goldman Sachs/A3 (5 contracts) (1,850)                      12/2016 - 3/2020 (2)                    
JP Morgan Chase/Aa3 (14 contracts) 2,181                        12/2016 - 11/2045 (51)                  

Total Credit Default Swaps (13,629)$                  25$                  
 

The notional amount may be positive or negative, depending on whether the position is long or short, respectively. 
 
Currency Swaps 

Fair Value

Counterparty/Moody's Rating June 30, 2016
Expiration Date 

Range June 30, 2016
Deutsche Bank London/A2  $                        281 5/2017  $                   1 
Goldman Sachs/A3                            150 1/2017                       5 
JP Morgan Chase/Aa3 (8 contracts)                     181,560 11/2016 - 11/2024                      -   

Total Currency Swaps  $                 181,991 6$                    

Notional Amount

 
The notional amount may be positive or negative, depending on whether the position is long or short, respectively. 
 
Interest Rate Swaps 

Notional Amount Fair Value

Counterparty/Moody's Rating June 30, 2016
Expiration Date 

Range June 30, 2016

Bank of America/A3 (1 contract)  $                     6,243 1/2018  $                (50)
Citigroup Global Markets/A1 (3 contracts) (3,055)                      8/2020                  (178)
Credit Suisse First Boston/A1 (24 contracts (235,092)                  12/2017 - 6/2046               (3,353)
Credit Suiss International/A1 (4 contracts) 8,137                        1/2018 - 1/2021                    (76)
Deutsche Bank/A2 (4 contracts) 6,697                        1/2018 - 1/2021                    (18)
Goldman Sachs/A3 (3 contracts) 7,850                        1/2021 - 6/2026                    (69)
HSBC Bank/A1 (2 contracts) 20,500                      3/2020 - 9/2033                      (4)
JP Morgan Chase/Aa3 (86 contracts) (4,765)                      2/2019 - 6/2046               (3,799)
Morgan Stanley/Baa1 (1 contract) 3,900                        5/2022                       8 

Total Interest Rate Swaps (189,585)$                (7,539)$           
 

The notional amount may be positive or negative, depending on whether the position is long (fixed rate payer) or short (floating rate 
payer), respectively. 
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Inflation Swaps 
 

Notional Amount Fair Value

Counterparty/Moody's Rating June 30, 2016
Expiration Date 

Range June 30, 2016
Bank of America/A3 (7 contracts) 700$                         1/2020  $                (10)
BNP Paribas/A2 (3 contracts) 600                           1/2020                      (8)
Citibank/A3 (4 contracts) 520                           3/2020 - 6/2030                    (11)
Deutsche Bank/A2 (1 contract) 206                           11/2030                     16 
Goldman Sachs/A3 (11 contracts) 4,430                        1/2020 - 1/2030                    (52)

Total Inflation Swaps 6,456$                      (65)$                
 

 
The notional amount may be positive or negative, depending on whether the position is long (fixed rate payer) or short (floating rate 
payer), respectively. 
 
Total Return Swaps 
 

Notional Amount Fair Value

Counterparty/Moody's Rating June 30, 2016
Expiration Date 

Range June 30, 2016
Credit Suisse International/A1 (2 contracts) 2,252$                      1/2041  $                (26)

Total Total Return Swaps 2,252$                      (26)$                

 
The notional amount may be positive or negative, depending on whether the position is long (fixed rate payer) or short (floating rate 
payer), respectively. 
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Currency Forwards 
 
Currency forwards represent forward exchange contracts that are entered into in order to manage the exposure to 
changes in currency exchange rates on the currency denominated portfolio holdings. A forward exchange 
contract is a commitment to purchase (positive) or sell (negative) a currency at a future date at a negotiated 
forward rate. The gain or loss arising from the difference between the original contracts and the closing of such 
contracts is included in the net change in fair value of investments in the statements of changes in net position 
and totaled $0.9 million for fiscal year 2016. At June 30, 2016, the SIB’s investment portfolio included the 
currency forwards balances shown below (expressed in thousands). 
 

Fair Value

Currency Cost Purchases Sales 6/30/2016
AUD Australian dollar (60)$              -$              (60)$              (60)$              
BRL Brazilian real 208               471               (263)              230               
GBP British pound sterling (1,323)           -                (1,323)           (1,222)           
CAD Canadian dollar (85)                87                 (172)              (84)                
CLP Chilean peso 9,404            9,404            -                9,704            
CNY Chinese yuan renminbi (4,588)           -                (4,588)           (4,492)           
EUR Euro (8,067)           2,565            (10,632)         (7,919)           
HKD/CNH Hong Kong dollar 4,598            6,210            (1,612)           4,475            
HUF Hungarian forint (20)                -                (20)                (19)                
INR Indian rupee 6,920            6,920            -                6,858            
JPY Japanese yen (2,192)           2,558            (4,750)           (2,353)           
MXN Mexican peso (470)              -                (470)              (467)              
NOK Norwegian krone 4,162            4,162            -                4,099            
RUB Russian ruble (540)              678               (1,218)           (546)              
SEK Swedish krona 10,368          10,368          -                9,986            
USD United States dollar (18,315)         25,108          (43,423)         (18,315)         

Total forwards subject to currency risk (125)$            
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Derivative Interest Rate Risk 
 
Interest rate risk is the risk that changes in interest rates will adversely affect the value of an interest rate-based 
derivative investment.  The SIB does not have a formal investment policy regarding such derivative 
investments. At June 30, 2016, the tables below show the SIB’s derivative investments subject to interest rate 
risk (expressed in thousands). 
 

Total 
Notional

Value 3 months or less 3 to 6 months 6 to 12 months 1-5 years
Greater than 

5 years
Futures-interest rate contracts (689,852)$    (586,165)$            (93,571)$         37,736$            (47,852)$    -$              
Options-margined interest rate contracts (2)                 (2)                         -                  -                    -             -                
Total (689,854)$    (586,167)$            (93,571)$         37,736$            (47,852)$    -$              

Total Fair
Value 3 months or less 3 to 6 months 6 to 12 months 1-5 years

Greater than 
5 years

Options on interest rate futures (37)$             (37)$                     -$                -$                  -$           -$              
Options - interest rate contracts -               -                       -                  -                    -             -                
Options - credit contracts (1)                 (1)                         -                  -                    -             -                
Swaps - interest rate contracts (7,602)          -                       -                  -                    (1,103)        (6,499)           
Swaps - credit contracts 24                 -                       1                     (16)                    83              (44)                
Total (7,616)$        (38)$                     1$                   (16)$                  (1,020)$      (6,543)$         

 
Fair Value Measurement 
 
The SIB categorizes its fair value measurements within the fair value hierarchy established by generally 
accepted accounting principles. The hierarchy  is based on the valuation inputs used to measure the fair value of 
the asset and give the highest priority to unadjusted quoted prices in active markets for identical assets or 
liabilities (level 1 measurements) and the lowest priority to unobservable inputs (level 3 measurements). 
 
Level 1 Unadjusted quoted prices for identical instruments in active markets. 
 
Level 2 Quoted prices for similar instruments in active markets; quoted prices for identical or similar 

instruments in markets that are not active; and model-derived valuations in which all significant inputs 
are observable. 

 
Level 3 Valuations derived from valuation techniques in which significant inputs are unobservable. 
 
Investments that are measured at fair value using the net asset value per share (or its equivalent) as a practical 
expedient are not classified in the fair value hierarchy. 
 
The following table shows the fair value leveling of the SIB’s investment portfolio at June 30, 2016 (expressed 
in thousands). 
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Fair Value
6/30/16

Quoted Prices in 
Active Markets for 
Indentical Assets

 (Level 1)

Significant Other 
Observable Inputs

(Level 2)

Significant 
Unobservable Inputs

(Level 3)
Investments by fair value level
Short Term Securities

Short Term Bills and Notes 17,161$           -$                         17,161$                            -$                              
Short Term Securities 17,161            -                           17,161                            -                               

Fixed income investments
Asset Backed Securities 214,093           -                           212,013                            2,080                            
Bank Loans 7,524               -                           7,524                                -                                
Commercial Mortgage-Backed 143,357           -                           141,957                            1,400                            
Corporate Bonds 1,292,451        -                           1,289,656                         2,795                            
Corporate Convertible Bonds 8,502               -                           8,312                                190                               
Funds - Fixed Income ETF 29,531             29,531                      -                                    -                                
Government Agencies 68,113             -                           68,113                              -                                
Government Bonds 567,638           -                           567,638                            -                                
Government Mortgage Backed Securities 657,728           -                           656,882                            846                               
Gov't-issued Commercial Mortgage-Backed 57,491             -                           57,491                              -                                
Index Linked Government Bonds 34,183             -                           34,183                              -                                
Municipal/Provincial Bonds 36,951             -                           36,951                              -                                
Non-Government Backed C.M.O.s 60,641             -                           55,099                              5,542                            
Other Fixed Income 6,528               -                           6,528                                -                                
Total fixed income investments 3,184,731      29,531                    3,142,347                       12,853                        

Equity investments
Common Stock 3,136,055        3,130,843                 4,375                                837                               
Convertible Equity 1,495               899                           596                                   -                                
Funds - Common Stock 22,430             22,430                      -                                    -                                
Funds - Equities ETF 84,030             84,030                      -                                    -                                
Preferred Stock 2,550               2,550                        -                                    -                                
Rights/Warrants 12                    -                           -                                    12                                 
Stapled Securities 2,228               2,228                        -                                    -                                

Total equity investments 3,248,800      3,242,980              4,971                               849                              

Derivative investments
Exchange Cleared Swaps (6,584)              -                           (6,584)                               -                                
Options (38)                   (52)                           14                                     -                                
Swaps (1,015)              -                           (1,018)                               3                                   

Total derivative investments (7,637)             (52)                           (7,588)                             3                                   
    Total investments by fair value level 6,443,055$    3,272,459$            3,156,891$                    13,705$                      

Fair Value Measures Using
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Investments measured at the net asset value (NAV)
 Unfunded 

Commitments 
Redemption Frequency 
(If Currently Eligible) 

 Redemption
Notice Period 

Commingled Funds-Debt 1,510,097$      -$                         Daily, monthly 1-15 days
Commingled Funds-Equities 885,713           -                           Daily, monthly 1-15 days
Distressed Debt 268,329           21,735                      Quarterly, Not eligible 60 days
Long/Short 167,752           -                           Monthly 15 days
Mezzanine Debt 3,686               13,147                      Not eligible Not eligible
Private Equity 159,340           105,293                    Not eligible Not eligible
Real Assets 1,457,778        212,297                    Quarterly, Not eligible 30-90 days

    Total investments measured at the NAV 4,452,695$    352,472$               

Investments at other than fair value
   Cash and adjustments to cash 315,852$         

Bank Certificates of Deposit 81,144             
Repurchase Agreements (14,482)            

Total investments at other than fair value 382,514$       

Total investments 11,278,264$ 

Securities classified in Level 1 are valued using quoted prices in active markets for those securities. Securities 
classified in Level 2 and Level 3 are valued using methodologies such as various bid evaluations, market 
averages and other matrix pricing techniques as well as values derived from associated traded securities or last 
trade data. In instances where inputs used to measure fair value fall into different levels, the fair value is 
categorized based on the lowest level input that is significant to the valuation. 
 
Investments valued at the net asset value (NAV) per share (or its equivalent) have been classified separately in 
the table above and include investments considered to be Alternative Investments as defined by the AICPA. The 
definition includes investments for which a readily determinable fair value does not exist (that is, investments 
not listed on national exchanges or over-the-counter markets, or for which quoted market prices are not 
available from sources such as financial publications, the exchanges, or NASDAQ). These types of investments 
can be held within any of the asset classes used by the SIB based on underlying portfolio holdings and analysis 
of risk and return relationships. These investments can be structured in different ways, including limited 
partnerships, limited liability companies, common trusts and mutual funds. Some are closed-ended with a 
specific life and capital commitment while others are open-ended with opportunity for ad hoc contributions or 
withdrawals and termination upon proper notice. 

 
Commingled/Mutual Funds — These types of funds are open-ended funds and may be utilized in equity or 
fixed income asset classes. They are funds made up of underlying securities that have readily available fair 
values (publicly traded stocks or bonds). The SIB owns units of these funds rather than the individual 
securities. Contributions or withdrawals from these funds can be made as needed, generally with daily or 
monthly liquidity, with a notice period of one to fifteen days. Because they are liquid funds, there are no 
unfunded commitments for these types of investments. 
 
Private Equity — Private Equity investments are typically private interests in corporations across different 
areas of the capital structure and in different stages of the corporations’ development via limited partnership 
vehicles. Private Equity investments are illiquid and long term in nature (10-12 years), typically held until 
maturity. Private Equity portfolios generally have a “J-Curve Effect” whereby there are low to negative 
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returns in the initial years due to the payment of investment management fees and initial funding of 
investments made by the General Partner during a period when investments are typically carried at cost and 
returns have not been realized. To diversify the program, Private Equity investments are made across 
business cycles, vintage years, and different strategies. The SIB has a dedicated asset class for private equity 
investments. The SIB does not have the option to request redemptions from its private equity funds. The 
General Partner distributes earnings and proceeds from the sale of the underlying investments as 
transactions occur. The SIB has $105.3 million in unfunded private equity commitments as of June 30, 
2016. 
 

Venture Capital — these include investments in companies in a range of stages of development from 
start-up/seed stage, early stage, and later/expansion stage. Investments are typically made in years one 
through six and returns typically occur in years four through ten. 
 
Buyouts — these include investments in funds that seek out and purchase underperforming or 
undervalued companies in order to improve them and sell them or take them public many years later. 
These funds are also often involved in management buyouts, which are buyouts conducted by the 
management of the company being purchased, and they often play key roles in leveraged buyouts, 
which are buyouts that are funded with borrowed money. 
 

Distressed Debt — these include investments in the debt instruments of companies which may be publicly 
traded or privately held that are financially distressed and are either in bankruptcy or likely candidates for 
bankruptcy. Typical holdings are senior and subordinated debt instruments, mortgages and bank loans. The 
SIB is including these types of investments in its fixed income and private equity asset classes. As of June 
30, 2016, unfunded commitments in two of the four distressed debt funds totaled $21.7 million. Those two 
funds are not eligible for redemptions. Of the other two funds, one is in wind-down with final distributions 
expected in the next 12-18 months and the other fund is eligible for redemptions with quarterly liquidity and 
60 days notice. Neither has an unfunded commitment. 
 
Mezzanine Debt — This strategy is a hybrid of debt and equity financing. It is basically debt capital that 
gives the lender the rights to convert to an ownership or equity interest in the company if the loan is not paid 
back in time and in full. It is generally subordinated to senior debt. The SIB utilizes this strategy, through a 
limited partnership structure, in its below investment grade fixed income allocation. The two funds in this 
category are not eligible for redemptions, have remaining lives of 3-6 years, and unfunded commitments of 
$13.2 million as of June 30, 2016. 
 
Equity Long/Short — This strategy is a combination of long and short positions, primarily in publicly 
traded equities. The SIB utilizes this strategy, through a limited partnership structure, within its US equity 
allocations. This is an open-ended fund with monthly liquidity with a notice period of 15 days. There was no 
unfunded commitment as of June 30, 2016. 
 
Real Estate and Real “Tangible” Assets — These investments are intended to provide allocations to 
tangible assets that are expected to be inflation protected and provide performance above the inflation rate 
as indicated by the CPI. Investments are generally structured as limited partnerships or limited liability 
companies. Investments in Real Estate and Real Assets include: 
 

Real Estate — includes investments in private vehicles through limited partnerships or commingled 
vehicles that have an ownership interest in direct real estate properties. The investment strategies may 
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include “value added” strategies, which derive their return from both income and appreciation, 
“opportunistic”, which derive their return primarily through appreciation, and “alternative” which invest 
in less traditional types of property. Both domestic and international real estate funds are utilized. The 
SIB has a dedicated asset class for these types of investments. There are currently 10 different real estate 
funds in the portfolio. Two of those funds are open-ended vehicles that accept redemption requests 
quarterly with a 30-90 day notification period. One fund is in wind-down and will be distributing the 
final proceeds within the next 12-18 months. The remaining seven funds are closed-ended limited 
partnerships that are not eligible for redemptions. Those seven funds have a combined unfunded 
commitment of $112.2 million. 
 
Timberland — includes investments in limited liability companies that have an ownership interest in 
properties where the value of the property is derived mainly from income-producing timber but also 
from the “higher and better use” value of the underlying land. The SIB has a dedicated asset class for 
these types of investments. There are three funds in the portfolio and they have no unfunded 
commitments. The funds are not eligible for redemption other than distributions of income and/or 
proceeds as determined by the investment manager. The funds have remaining lives of 3-9 years. 
 
Infrastructure — includes investments in limited partnerships that have an ownership interest in 
transportation assets such as toll roads, tunnels and bridges; and regulated assets such as electricity 
transmission, gas and oil distribution and wastewater collection. Other possible investments would 
include communication assets and social infrastructure. The SIB has a dedicated asset class for these 
types of investments. The infrastructure investments in the portfolio as of June 30, 2016, include both 
open and closed-ended funds. The open-ended funds have no unfunded commitments and are eligible 
for redemptions quarterly with 90 days notice. There may be a 3-12 month queue for receiving 
redemptions. The closed-ended funds have unfunded commitments of $100.1 million at June 30, 2016 
and are not eligible for redemptions. 

 
Securities Lending 
 
State statutes permit and the SIB has authorized the use of securities lending – loans of securities to broker-
dealers and other entities for collateral with a simultaneous agreement to return the collateral for the same 
securities in the future. Northern Trust is the securities lending agent for the SIB. Securities are loaned versus 
collateral that may include cash, U.S. government securities and irrevocable letters of credit. U.S. securities are 
loaned versus collateral valued at 102% of the market value of the securities plus any accrued interest.  Non-
U.S. securities are loaned versus collateral valued at 105% of the market value of the securities plus any accrued 
interest. 
 
Non-cash collateral cannot be pledged or sold unless the borrower defaults. All securities loans can be 
terminated on demand by either the lender or the borrower, although the average term of SIB loans was 
approximately 69 days as of June 30, 2016. Cash open collateral is invested in a short term investment pool, 
which had an interest sensitivity of 1 day as of this statement date. This pool is valued based on amortized cost. 
There were no violations of legal or contractual provisions, no borrower or lending agent default losses known 
to the securities lending agent. There are no dividends or coupon payments owing on the securities lent.  
Securities lending earnings are credited to participating clients on approximately the fifteenth day of the 
following month. 
 
Indemnification deals with the situation in which a client's securities are not returned due to the insolvency of a 
borrower and Northern Trust has failed to live up to its contractual responsibilities relating to the lending of 
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those securities.  Northern Trust’s responsibilities include performing appropriate borrower and collateral 
investment credit analyses, demanding adequate types and levels of collateral, and complying with applicable 
Department of Labor and Federal Financial Institutions Examination Council regulations concerning securities 
lending. 
 
For securities loaned at fiscal year end, the SIB has no credit risk exposure to borrowers because the amounts 
the SIB owes the borrowers exceeds the amounts the borrowers owe the SIB. 
 
The following represents the balances relating to the securities lending transactions at June 30, 2016 (expressed 
in thousands). 
 

Securities 
Lent

Non-Cash 
Collateral 

Value

Cash 
Collateral 
Investment 

Value

Lent for cash collateral:
  US agency securities 10$                 -$            10$                 
  US government securities 10,435            -              10,603            
  US corporate fixed income securities 29,492            -              29,954            
  Global government fixed income securities 2,992              -              3,125              
  US equities 65,991            -              66,969            
  Global equities 5,603              -              5,909              

Lent for non-cash collateral:
  US agency securities -                  -              -                  
  US government securities 212                 216             -                  
  US corporate fixed income securities 1,574              1,599          -                  
  US equities 18,636            18,949        -                  
  Global equities 20,525            21,776        -                  

Total 155,470$        42,540$      116,570$        

 
 

Note 4 - Capital Assets 
 

June 30, 2015 Additions Retirements June 30, 2016

Office equipment $19,321 -$              -$              $19,321
Less accumulated
  depreciation on office equipment (19,321)            -                -                (19,321)            

Software 1,213,500        -                -                1,213,500        
Less accumulated
  depreciation on software (1,213,500)       -                -                (1,213,500)       

$0 $0
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Note 5 - State Agency Transactions  
 
Due From/To Other State Agencies 
 
Amounts due from/to other state agencies are as follows as of June 30, 2016: 
 

2016
Due To

Information Technology Department 8,469$      
Office of Attorney General 8,666        
Office of Management and Budget 154           

  Total due to other state agencies 17,289$    
 

 
These balances are a result of a time lag between the dates that services are provided, the payments are made, 
and the transactions are entered into the accounting system.  
 
Note 6 - Operating Leases 
 
RIO leases office space under an operating lease effective July 1, 2015 through June 30, 2017. RIO also incurs 
rent expense at other locations on a temporary basis to sponsor retirement education for TFFR members. Rent 
expense totaled $81,886 for fiscal 2016. Minimum payments under the lease for fiscal 2017 are $80,806. 
 
Note 7 - Changes in Noncurrent Liabilities 
 
Changes in noncurrent liabilities for the years ended June 30, 2016 are summarized as follows: 
 

Beginning Ending Amounts
Balance Balance Due Within
7/1/2015 Additions Reductions 6/30/2016 One Year

Accrued Leave $155,443 $138,889 ($122,829) $171,503 $96,470

 
Pension and Investment Trust Funds liquidate the accrued annual leave. 
 
Note 8 - North Dakota Teachers’ Fund for Retirement 
 
Administration 
 
The following brief description of TFFR is provided for general information purposes only. Participants should 
refer to NDCC Chapter 15-39.1 for more complete information. 
 
TFFR is a cost-sharing multiple-employer defined benefit pension plan covering all North Dakota public 
teachers and certain other teachers who meet various membership requirements. TFFR provides for pension, 
death and disability benefits. The cost to administer the TFFR plan is financed by investment income and 
contributions. 
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Responsibility for administration of the TFFR benefits program is assigned to a seven-member Board of 
Trustees (Board). The Board consists of the State Treasurer, the Superintendent of Public Instruction, and five 
members appointed by the Governor. The appointed members serve five-year terms which end on June 30 of 
alternate years. The appointed Board members must include two active teachers, one active school 
administrator, and two retired members. The TFFR Board submits any necessary or desirable changes in statutes 
relating to the administration of the fund, including benefit terms, to the Legislative Assembly for consideration. 
The Legislative Assembly has final authority for changes to benefit terms and contribution rates. 
 
Membership 
 
As of June 30, 2016 and 2015 and 2015 and 2015 and 2015 and 2015 and 2015 and 2015 and 2015 and 2015 
and 2015, the number of participating employer units was 214, consisting of the following: 
 

June 30, 2016

Public School Districts 176                 
County Superintendents 6                     
Special Education Units 19                   
Vocational Education Units 5                     
Other 8                     

Total 214                 

 
TFFR’s membership consisted of the following: 
 

2016

Retirees and beneficiaries currently receiving benefits 8,249       
Terminated employees - vested 1,601       
Terminated employees - nonvested 779         

          Total 10,629     

Current employees
   Vested 7,433       
   Nonvested 3,380       

          Total 10,813     

 
Member and Employer Contributions 
 
Member and employer contributions paid to TFFR are set by NDCC Section 15-39.1-09. Every eligible teacher 
in the State of North Dakota is required to be a member of TFFR and is assessed at a rate of 11.75% of salary as 
defined by NDCC Section 15-39.1-04. Every governmental body employing a teacher must also pay into TFFR 
a sum equal to 12.75% of the teacher’s salary. Member and employer contributions will be reduced to 7.75% 
each when the fund reaches 100% funded ratio on an actuarial basis. 
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A vested member who terminates covered employment may elect a refund of contributions paid plus 6% interest 
or defer payment until eligible for pension benefits. A nonvested member who terminates covered employment 
must claim a refund of contributions paid before age 70½. Refunded members forfeit all service credits under 
TFFR. These service credits may be repurchased upon return to covered employment under certain 
circumstances, as defined by the NDCC. 
 
Pension Benefits 
 
For purposes of determining pension benefits, members are classified within one of three categories. Tier 1 
grandfathered and Tier 1 non-grandfathered members are those with service credit on file as of July 1, 2008. 
Tier 2 members are those newly employed and returning refunded members on or after July 1, 2008.  
 
Tier 1 Grandfathered 
 
A Tier 1 grandfathered member is entitled to receive unreduced benefits when three or more years of credited 
service as a teacher in North Dakota have accumulated, the member is no longer employed as a teacher and the 
member has reached age 65, or the sum of age and years of service credit equals or exceeds 85. TFFR permits 
early retirement from ages 55 to 64, with benefits actuarially reduced by 6% per year for every year the 
member’s retirement age is less than 65 years or the date as of which age plus service equal 85. In either case, 
benefits may not exceed the maximum benefits specified in Section 415 of the Internal Revenue Code. 
 
Pension benefits paid by TFFR are determined by NDCC Section 15-39.1-10. Monthly benefits under TFFR are 
equal to the three highest annual salaries earned divided by 36 months and multiplied by 2.00% times the 
number of service credits earned. Retirees may elect payment of benefits in the form of a single life annuity, 
100% or 50% joint and survivor annuity, ten or twenty-year term certain annuity, partial lump-sum option or 
level income with Social Security benefits. Members may also qualify for benefits calculated under other 
formulas. 
 
Tier 1 Non-grandfathered 
 
A Tier 1 non-grandfathered member is entitled to receive unreduced benefits when three or more years of 
credited service as a teacher in North Dakota have accumulated, the member is no longer employed as a teacher 
and the member has reached age 65, or has reached age 60 and the sum of age and years of service credit equals 
or exceeds 90. TFFR permits early retirement from ages 55 to 64, with benefits actuarially reduced by 8% per 
year from the earlier of age 60/Rule of 90 or age 65. In either case, benefits may not exceed the maximum 
benefits specified in Section 415 of the Internal Revenue Code. 
 
Pension benefits paid by TFFR are determined by NDCC Section 15-39.1-10. Monthly benefits under TFFR are 
equal to the three highest annual salaries earned divided by 36 months and multiplied by 2.00% times the 
number of service credits earned. Retirees may elect payment of benefits in the form of a single life annuity, 
100% or 50% joint and survivor annuity, ten or twenty-year term certain annuity, partial lump-sum option or 
level income with Social Security benefits. Members may also qualify for benefits calculated under other 
formulas. 
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Tier 2  
 
A Tier 2 member is entitled to receive unreduced benefits when five or more years of credited service as a 
teacher in North Dakota have accumulated, the member is no longer employed as a teacher and the member has 
reached age 65, or has reached age 60 and the sum of age and years of service credit equals or exceeds 90. TFFR 
permits early retirement from ages 55 to 64, with benefits actuarially reduced by 8% per year from the earlier of 
age 60/Rule of 90 or age 65. In either case, benefits may not exceed the maximum benefits specified in Section 
415 of the Internal Revenue Code. 
 
Pension benefits paid by TFFR are determined by NDCC Section 15-39.1-10. Monthly benefits under TFFR are 
equal to the five highest annual salaries earned divided by 60 months and multiplied by 2.00% times the number 
of service credits earned. Retirees may elect payment of benefits in the form of a single life annuity, 100% or 
50% joint and survivor annuity, ten or twenty-year term certain annuity, partial lump-sum option or level 
income with Social Security benefits. Members may also qualify for benefits calculated under other formulas. 
 
Death and Disability Benefits 
 
Death benefits may be paid to a member’s designated beneficiary. If a member’s death occurs before retirement, 
the benefit options available are determined by the member’s vesting status prior to death. If a member’s death 
occurs after retirement, the death benefit received by the beneficiary (if any) is based on the retirement plan the 
member selected at retirement. 
 
An active member is eligible to receive disability benefits when:  (a) a total disability lasting 12 months or more 
does not allow the continuation of teaching, (b) the member has accumulated five years of credited service in 
North Dakota, and (c) the Board of Trustees of TFFR has determined eligibility based upon medical evidence. 
The amount of the disability benefit is computed by the retirement formula in NDCC Section 15-39.1-10 
without consideration of age and uses the member’s actual years of credited service. There is no actuarial 
reduction for reason of disability retirement.  
 
Investment Policy 
 
The TFFR Board is responsible for establishing investment policy for the fund assets under NDCC 15-39.1-
05.2. Benefit payments are projected to occur over a long period of time. This allows TFFR to adopt a long-term 
investment horizon and asset allocation policy for the management of fund assets.  Asset allocation policy is 
critical because it defines the basic risk and return characteristics of the investment portfolio.  Asset allocation 
targets are established using an asset-liability analysis designed to assist the Board in determining an acceptable 
volatility target for the fund and an optimal asset allocation policy mix.  This asset-liability analysis considers 
both sides of the plan balance sheet, utilizing both quantitative and qualitative inputs, in order to estimate the 
potential impact of various asset class mixes on key measures of total plan risk, including the resulting estimated 
impact of funded status and contribution rates.  The following was the TFFR Board’s adopted asset allocation 
policy as of June 30, 2016. 
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Asset Class
Target 

Allocation

Global Equity 58.0%
Global Fixed Income 23.0%
Global Real Assets 18.0%
Cash Equivalents 1.0%
  Total 100.0%

 
    Private equity is included in the Global Equity asset class. 
Investment Rate of Return 
 
The annual money-weighted rate of return on pension plan investments, net of pension plan investment expense, 
was 0.39% for the year ended June 30, 2016. The money-weighted rate of return expresses investment 
performance, net of investment expense, adjusted for the changing amounts actually invested. 
 
Realized Gains and Losses 
 
Realized gains and losses on sales of investments are components of net change in fair value of investments and 
are computed as described in Note 1. For the years ended June 30, 2016, TFFR had net realized gains of 
$60,426,737. 
 
Net Pension Liability 
 
The components of the net pension liability of TFFR at June 30, 2016 (expressed in thousands), were as follows: 

Total pension liability 3,589,394         
Plan fiduciary net position (2,124,335)        
Net pension liability (NPL) 1,465,059         

Plan fiduciary net position as a 
percentage of the total pension liability 59.2%

 
Actuarial Assumptions 
 
The total pension liability was determined by an actuarial valuation as of July 1, 2016, using the following 
actuarial assumptions: 

 
Valuation date July 1, 2016

   Inflation 2.75%
   Salary increases 4.25% to 14.50%; varying by service, 

including inflation and productivity
   Cost of living adjustments None
   Investment rate of return 7.75% net of investment expenses  
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Mortality rates were based on the following: 
 
For active and inactive members, mortality rates were based on the RP-2014 Employee Mortality Table, 
projected generationally using Scale MP-2014. For healthy retirees, mortality rates were based on the RP-2014 
Healthy Annuitant Mortality Table set back one year, multiplied by 50% for ages under 75 and grading up to 
100% by age 80, projected generationally using Scale MP-2014. For disabled retirees, mortality rates were 
based on the RP-2014 Disabled Mortality Table set forward four years. 
 
The actuarial assumptions used in the July 1, 2016 valuation were based on the results of an actuarial experience 
study dated April 30, 2015, for the period July 1, 2009 – June 30, 2014. An actuarial experience study is 
generally conducted every five years. 
The long-term expected rate of return on TFFR investments was determined using a building-block method in 
which best-estimate ranges of expected future real rates of return (expected returns, net of investment expense 
and inflation) are developed for each major asset class. These ranges are combined to produce the long-term 
expected rate of return by weighting the expected future real rates of return by the target asset allocation 
percentage and by adding expected inflation. Best estimates of arithmetic real rates of return for each major 
asset class included in the TFFR target asset allocation as of June 30, 2016 and 2015 (see the discussion of 
TFFR investment policy) are summarized in the following table: 
 

Asset Class

Long-Term 
Expected 

Real Rate of 
Return

Global Equity 7.3%
Global Fixed Income 0.9%
Global Real Assets 5.3%
Cash Equivalents 0.0%

 
Discount Rate 
 
The discount rate used to measure the total pension liability was 7.75% as of June 30, 2016. The projection of 
cash flows used to determine the discount rate assumed that member and employer contributions will be made at 
rates equal to those based on the July 1, 2016 Actuarial Valuation Report. For this purpose, only employer 
contributions that are intended to fund benefits of current plan members and their beneficiaries are included. 
Projected employer contributions that are intended to fund the service costs of future plan members and their 
beneficiaries, as well as projected contributions from future plan members, are not included. Based on those 
assumptions, TFFR’s fiduciary net position was projected to be available to make all projected future benefit 
payments of current plan members as of July 1, 2016. Therefore, the long-term expected rate of return on TFFR 
investments was applied to all periods of projected benefit payments to determine the total pension liability as of 
June 30, 2016. 
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Sensitivity of Net Pension Liability 
 
The following presents the net pension liability of the TFFR employers calculated using the discount rate of 
7.75% as of June 30, 2016, as well as what the employers’ net pension liability would be if it were calculated 
using a discount rate that is 1-percentage-point lower or 1-percentage-point higher than the current rate: 
 

1% Decrease 
(6.75%)

Current Discount 
Rate (7.75%)

1% Increase 
(8.75%)

Employers' net pension liability 1,900,291,033$  1,465,058,563$     1,102,551,032$ 
 

 
 
Note 9 - Public Employees Retirement System (PERS) 
 

Permanent employees of RIO participate in PERS, which is also an agency of the State of North Dakota 
financial reporting entity and is included in the State of North Dakota’s Comprehensive Annual Financial 
Report. The following brief description of NDPERS is provided for general information purposes only. 
Participants should refer to NDCC Chapter 54-52 for more complete information. 
 
NDPERS is a cost-sharing multiple-employer defined benefit pension plan that covers substantially all 
employees of the State of North Dakota, its agencies and various participating political subdivisions (Main 
System). NDPERS provides for pension, death and disability benefits. The cost to administer the plan is 
financed through the contributions and investment earnings of the plan. 
 
Responsibility for administration of the NDPERS defined benefit pension plan is assigned to a Board comprised 
of seven members. The Board consists of a Chairman, who is appointed by the Governor, one member 
appointed by the Attorney General; one member appointed by the State Health Officer; three members elected 
by the active membership of the NDPERS system; and one member elected by the retired public employees. 
Effective July 1, 2015, the board was expanded to include two members of the legislative assembly appointed 
by the chairman of the legislative management. 
 
Pension Benefits 
 
Benefits are set by statute.  NDPERS has no provisions or policies with respect to automatic and ad hoc post-
retirement benefit increases.  Members of the Main System are entitled to unreduced monthly pension benefits 
beginning when the sum of age and years of credited service equal or exceed 85 (Rule of 85), or at normal 
retirement age (65).  For members hired on or after January 1, 2016 the Rule of 85 will be replaced with the 
Rule of 90 with a minimum age of 60.  The monthly pension benefit is equal to 2.00% of their average monthly 
salary, using the highest 36 months out of the last 180 months of service, for each year of service.  The plan 
permits early retirement at ages 55-64 with three or more years of service. 
 
Members may elect to receive the pension benefits in the form of a single life, joint and survivor, term-certain 
annuity, or partial lump sum with ongoing annuity.  Members may elect to receive the value of their 
accumulated contributions, plus interest, as a lump sum distribution upon retirement or termination, or they may 
elect to receive their benefits in the form of an annuity.  For each member electing an annuity, total payment will 
not be less than the members’ accumulated contributions plus interest. 
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Death and Disability Benefits 
 
Death and disability benefits are set by statute. If an active member dies with less than three years of service, a 
death benefit equal to the value of the member’s accumulated contributions, plus interest, is paid to the 
member’s beneficiary. If the member has earned more than three years of credited service, the surviving spouse 
will be entitled to a single payment refund, life-time monthly payment in an amount equal to 50% of the 
member’s accrued normal retirement benefit, or monthly payments in an amount equal to the member’s accrued 
100% Joint and Survivor retirement benefit if the member had reached normal retirement age prior to date of 
death. If the surviving spouse dies before the member’s accumulated pension benefits are paid, the balance will 
be payable to the surviving spouse’s beneficiary. 
 
Eligible members, who become totally disabled after a minimum of 180 days of service, receive monthly 
disability benefits equal to 25% of their final average salary with a minimum benefit of $100. To qualify under 
this section, the member has to become disabled during the period of eligible employment and apply for benefits 
within one year of termination. The definition for disabled is set by the System in the North Dakota 
Administrative Code. 
 
Refunds of Member Contributions 
 
Upon termination, if a member is not vested (is not 65 or does not have three years of service credited for the 
NDPERS) they will receive the accumulated member contributions plus interest, or may elect to receive this 
amount at a later date. If a member has vested, they have the option of applying for a refund or can remain as a 
terminated vested participant. If a member terminated and withdrew their accumulated member contributions 
and is subsequently reemployed, they have the option of repurchasing their previous service. 
 
Member and Employer Contributions 
 
Member and employer contributions paid to NDPERS are set by statute and are established as a percent of 
salaries and wages.  Member contribution rates are 7% and employer contribution rates are 7.12% of covered 
compensation. 
 
The member’s account balance includes the vested employer contributions equal to the member’s contributions 
to an eligible deferred compensation plan. The minimum member contribution is $25 and the maximum may not 
exceed the following: 
 
 1 to 12 months of service – Greater of one percent of monthly salary or $25 
 13 to 24 months of service – Greater of two percent of monthly salary or $25 
 25 to 36 months of service – Greater of three percent of monthly salary or $25 
 Longer than 36 months of service – Greater of four percent of monthly salary or $25 
 
Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and Deferred Inflows of 
Resources Related to Pensions 
 
At June 30, 2016, RIO reported a liability of $989,688 for its proportionate share of the net pension liability. 
The net pension liability was measured as of June 30, 2015, and the total pension liability used to calculate the 
net pension liability was determined by an actuarial valuation as of that date. RIO's proportion of the net pension 
liability was based on RIO's share of covered payroll in the pension plan relative to the covered payroll of all 
participating NDPERS Main System employers. At June 30, 2015, RIO's proportion was 0.145546 percent. 
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For the year ended June 30, 2016, RIO recognized pension expense of $122,885. At June 30, 2016, RIO 
reported deferred outflows of resources and deferred inflows of resources related to pensions from the following 
sources: 
 

Differences between expected and actual 
experience 28,712$         -$            

Changes in assumptions -               88,177         
Net differences between projected and actual 
earnings on pension plan investments -               20,892         

Changes in proportion and differences 
between employer contributions and 
proportionate share of contributions 145,647         3,512           

Employer contributions subsequent to the 
measurement date 107,345         -              

     Total 281,704$       112,581$     

Deferred 
Outflows of 
Resources

Deferred 
Inflows of 
Resources

 
 
Deferred outflows of resources related to pensions resulting from employer contributions subsequent to the 
measurement date in the amount of $107,345 will be recognized as a reduction of the net pension liability in the 
year ended June 30, 2017. 
 
Other amounts reported as deferred outflows of resources and (deferred inflows of resources) related to pensions 
will be recognized in pension expense as follows: 
 

Year Ended June 30
2017 1,746$                
2018 1,746                  
2019 1,746                  
2020 44,917                
2021 11,613                

61,768$              
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Actuarial assumptions 
 
The total pension liability in the July 1, 2015 actuarial valuation was determined using the following actuarial 
assumptions, applied to all periods included in the measurement: 
 

Inflation 3.50% 
Salary increase (Payroll Growth) 4.50% per annum 
Investment Rate of Return 8.00%, net of investment expenses 
Cost of Living Adjustment None 

 
For active members, inactive members and healthy retirees, mortality rates were based on the RP-2000 
Combined Healthy Mortality Table set back two years for males and three years for females, projected 
generationally using the SSA 2014 Intermediate Cost scale from 2014.  For disabled retirees, mortality rates 
were based on the RP-2000 Disabled Mortality Table set back one year for males (no setback for females) 
multiplied by 125%.  
 
The actuarial assumptions used were based on the results of an actuarial experience study completed in 2015. 
They are the same as the assumptions used in the July 1, 2015, funding actuarial valuation for NDPERS.  
 
As a result of the 2015 actuarial experience study, the NDPERS Board adopted several changes to the actuarial 
assumptions effective July 1, 2015.  This includes changes to the mortality tables, disability incidence rates, 
retirement rates, administrative expenses, salary scale, and percent married assumption. 
 
The long-term expected rate of return on pension plan investments was determined using a building-block 
method in which best-estimate ranges of expected future real rates of return (expected returns, net of pension 
plan investment expense and inflation) are developed for each major asset class. These ranges are combined to 
produce the long-term expected rate of return by weighting the expected future real rates of return by the target 
asset allocation percentage and by adding expected inflation. Best estimates of arithmetic real rates of return for 
each major asset class included in the Fund’s target asset allocation are summarized in the following table: 
 

Asset Class
Target 

Allocation

Long-Term 
Expected 

Real Rate of 
Return

Global Equity 58% 7.5%
Global Fixed Income 23% 1.3%
Global Real Assets 18% 5.4%
Cash Equivalents 1% 0.0%

 
Discount rate 
 
The discount rate used to measure the total pension liability was 8 percent as of June 30, 2015. The projection of 
cash flows used to determine the discount rate assumes that member and employer contributions will be made at 
rates equal to those based on the July 1, 2015 Actuarial Valuation Report. For this purpose, only employer 
contributions that are intended to fund benefits of current plan members and their beneficiaries are included. 
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Projected employer contributions that are intended to fund the service costs of future plan members and their 
beneficiaries, as well as projected contributions from future plan members, are not included. Based on those 
assumptions, the pension plan's fiduciary net position was projected to be available to make all projected future 
benefit payments for current plan members as of June 30, 2015. Therefore, the long-term expected rate of return 
on pension plan investments was applied to all periods of projected benefit payments to determine the total 
pension liability as of June 30, 2015. 
 
Sensitivity of the Employer's proportionate share of the net pension liability to changes in the discount 
rate 
 
The following presents the Employer's proportionate share of the net pension liability calculated using the 
discount rate of 8 percent, as well as what the Employer's proportionate share of the net pension liability would 
be if it were calculated using a discount rate that is 1-percentage-point lower (7 percent) or 1-percentage-point 
higher (9 percent) than the current rate: 
 

1% Decrease 
(7%)

Current Discount 
Rate (8%)

1% Increase 
(9%)

Employers' net pension liability 1,517,637$        989,688$             557,730$          
 

 
Pension plan fiduciary net position 
 
Detailed information about the pension plan's fiduciary net position is available in the separately issued 
NDPERS Comprehensive Annual Financial Report. This report can be accessed on the NDPERS website at 
http://www.nd.gov/ndpers/forms-and-publications/index.html. 
 
Note 10 - Related Parties 
 

As stated in Note 1, RIO is an agency of the State of North Dakota; as such, other agencies of the state are 
related parties. 
 
Note 11 - Contingencies/Litigation 
 
The State Investment Board has been named as a defendant in two cases, arising out of the Tribune and General 
Motors bankruptcy proceedings, relating to securities that were purchased by external investment managers in 
one or more portfolios held by the SIB on behalf of its investment client funds. Outside counsel has been 
retained for both cases, in addition to assistance received from the ND Office of Attorney General. As of June 
30, 2016, no liability has been recorded as it is too early in the litigation process to reasonably determine 
whether any payments will be required. 
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Schedule of Changes in Net Pension Liability and Related Ratios 
North Dakota Teachers’ Fund for Retirement 

Last 10 Fiscal Years* 
(Dollars in thousands) 

 

2016 2015 2014
Total pension liability
Service cost 68,239$      60,618$      56,752$       
Interest 265,440      249,064      237,821       
Changes of benefit terms -              -              -               
Differences between expected and actual experience (8,093)         2,209          9,347           
Changes of assumptions -              171,325      -               
Benefit payments, including refunds of member contributions (185,969)     (172,239)     (162,259)      
Net change in total pension liability 139,617      310,977      141,661       

Total pension liability - beginning 3,449,777   3,138,800   2,997,139    
Total pension liability - ending (a) 3,589,394$ 3,449,777$ 3,138,800$  

Plan fiduciary net position
Contributions - employer 82,840$      78,422$      62,355$       
Contributions - member 76,343        72,268        56,555         
Contributions - purchased service credit 2,768          1,601          2,034           
Contributions - other 45               172             48                
Net investment income 8,239          73,205        294,246       
Benefit payments, including refunds of member contributions (185,969)     (172,239)     (162,259)      
Administrative expenses (1,852)         (1,923)         (1,586)          
Net change in plan fiduciary net position (17,586)       51,506        251,393       

Plan fiduciary net position - beginning ** 2,141,921   2,090,415   1,839,584    
Plan fiduciary net position - ending (b) 2,124,335$ 2,141,921$ 2,090,977$  

Plan's net pension liability - ending (a) - (b) 1,465,059$ 1,307,856$ 1,047,823$  

Plan fiduciary net position as a percentage of the total pension 
liability 59.2% 62.1% 66.6%

Covered-employee payroll 649,725$    615,105$    580,053$     

Plan's net pension liability as a percentage of covered-employee 
payroll 225.5% 212.6% 180.6%  

 
Notes to Schedule: 
*  Complete data for this schedule is not available prior to 2014. 
**  Restated in 2015 due to GASB 68 implementation. 
 
Changes of assumptions: In 2015, amounts reported as changes of assumptions resulted primarily from a 
decrease in the investment return assumption from 8% to 7.75% and an updated mortality improvement scale. 
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Schedule of Employer Contributions 
North Dakota Teachers’ Fund for Retirement 

Last 10 Fiscal Years 
(Dollars in thousands) 

 
2016 2015 2014 2013 2012 2011 2010 2009 2008 2007

Actuarially determined contribution 84,724      71,168      59,513      52,396      69,374      65,113      52,053      41,986      44,115      50,532      

Contributions in relation to the 
actuarially determined contribution 82,840      78,422      62,355      59,301      46,126      44,545      39,837      37,488      33,684      31,865      

Contribution deficiency (excess) 1,884        (7,254)      (2,842)      (6,905)       23,248      20,568      12,216      4,498        10,431      18,667      

Covered-employee payroll 649,725    615,105    580,053    551,656    527,156    509,091    482,868    454,396    434,626    411,167    

Contributions as a percentage of 
covered-employee payroll 12.75% 12.75% 10.75% 10.75% 8.75% 8.75% 8.25% 8.25% 7.75% 7.75%

 
 
Notes to Schedule 
Valuation Date: Actuarially determined contributions for each fiscal year are based on the actuarial valuation as 
of the beginning of the year in which contributions are reported. 
 
Methods and assumptions used to determine contribution rates: 
 
Actuarial cost method   Entry age 
Amortization method   Level percentage of payroll, closed 
Remaining amortization period  27 years 
Asset valuation method   5-year smoothed market 
Inflation    2.75%; decreased from 3% prior to July 1, 2015. 
Salary increases 4.25% - 14.5%, including inflation and productivity; 4.5% - 14.75% 

prior to July 1, 2015. 
Investment rate of return 7.75%, net of investment expenses, including inflation. Rate was 

decreased from 8% beginning  July 1, 2015. 
Retirement age In the 2015 valuation, rates of retirement were changed to better reflect 

anticipated future experience. In the 2010 valuation, expected 
retirement ages of plan members were adjusted to more closely reflect 
actual experience. 

Mortality In the 2015 valuation, assumed life expectancies were adjusted as a 
result of adopting the RP-2014 mortality tables with generational 
improvement. In prior years, those assumptions were based on 
percentages of GRS post termination non-disabled tables and RP-2000 
disabled-life tables. 
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Schedule of Investment Returns 

North Dakota Teachers’ Fund for Retirement 
Last 10 Fiscal Years* 

 
2016 2015 2014 2013

Annual money-weighted rate of return, 
net of investment expense 0.39% 3.56% 16.35% 13.60%

 
 
*Note: Annual money-weighted rates of return not available prior to 2013. 
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Schedule of Employer’s Share of Net Pension Liability 
ND Public Employees Retirement System 

Last 10 Fiscal Years* 
(Dollars in thousands) 

 

2016 2015

RIO's proportion of NDPERS net pension 
liability (asset) 0.145546% 0.121849%

RIO's proportionate share of NDPERS net 
pension liability (asset) 990$          773$          

RIO's covered-employee payroll 1,297$       1,026$       

RIO's proportionate share of NDPERS net 
pension liability (asset) as a percentage of 
its covered-employee payroll 76.33% 75.34%

NDPERS Plan fiduciary net position as a 
percentage of the total pension liability 77.15% 77.70%

 
 

Schedule of Employer Contributions 
ND Public Employees Retirement System 

Last 10 Years* 
(Dollars in thousands) 

 

2016 2015

RIO's Statutorily required contributions 98$          73$          

RIO's Contributions in relation to the 
actuarially determined contribution 94            73            

Contribution deficiency (excess) 4$            -$         

RIO's Covered-employee payroll 1,297$      1,026$      

RIO's Contributions as a percentage 
of covered-employee payroll 7.25% 7.12%

 
 
Notes to schedules: 
*Complete data for these schedules is not available prior to 2015. 
  Amounts presented for each fiscal year have a measurement date of the previous fiscal year end.
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Ins urance  P o o l P artic ipants

P ublic Bis marck Bis marck City o f P e tro leum Ins urance

Emplo yees City City Grand Fo rks City o f Wo rkfo rce Sta te Tank Regulato ry Cultural

Retirement Emplo yee  P o lice Emplo yee Grand Fo rks Safety & Fire  & Sta te  Releas e Trus t Endo wment Ris k

Sys tem P ens io n P lan P ens io n P lan P ens io n P lan P ark Dis tric t Ins urance To rnado Bo nding Co mp. Fund Fund Fund Mgmt

As s ets :

  Inves tments

    Equities -$                             -$                      -$                      -$                      -$                    -$                           -$                       -$                     -$                    -$                     -$                   -$                     

    Equity po o l 1,313,879,825       35,455,137     15,999,867     32,428,872    3,508,133     446,262,045      8,372,416        -                       -                      325,475        212,359       1,960,610       

    F ixed inco me -                               -                        -                        -                        -                      -                             -                         -                       -                      -                       -                     -                       

    F ixed inco me po o l 561,288,209         28,038,870    9,874,331       13,930,739     1,486,259     970,969,515       13,165,969       1,789,154       3,523,663    370,465        143,381        4,201,817       

    Rea l as s ets

    Rea l as s ets  po o l 459,762,805        16,202,424     6,721,270       8,670,751       487,946        393,406,291       -                         -                       -                      -                       18,858          -                       

    P rivate  equity po o l 79,938,588           2,279,387      1,266,397       2,265,631       215,625         -                             -                         -                       -                      -                       -                     -                       

    Cas h po o l 38,598,744           334,159           55,819             615,004           16,822           11,801,374            2,413,138         1,482,077      3,571,271      380,209        11,630           326,346        

        To ta l inves tments 2,453,468,171       82,309,977    33,917,684     57,910,997     5,714,785     1,822,439,225    23,951,523      3,271,231       7,094,934    1,076,149       386,228      6,488,773     

  Inves ted s ec  lending co lla te ra l 24,703,417            795,849          337,005          603,943          44,106           17,214,543           284,132            17,459            34,435          9,584             5,738           86,602           

  Inves tment inco me rece ivable 5,919,911                131,024            65,916             64,763            5,457             9,664,982           139,678            25,138            54,576          9,686             219                46,029           

  Opera ting Cas h 58,769                   -                        -                        -                        -                      44,480                 850                   947                 889                656                 280               1,143               

  Mis cellaneo us  receivable 3,944                      -                        -                        -                        -                      2,933                    38                      5                      11                     2                      1                     10                    

  Due  fro m o ther s ta te  agency -                               -                        -                        -                        -                      -                             -                         -                       -                      -                       -                     -                       

        To ta l as s e ts 2,484,154,212       83,236,850    34,320,605    58,579,703    5,764,348    1,849,366,163     24,376,221      3,314,780      7,184,845     1,096,077      392,466      6,622,557     

Defe rred o utflo ws  o f res o urces

  Deferred o utflo ws  re la ted to  pens io ns 32,365                   -                        -                        -                        -                      24,049                 318                    43                   94                   14                    5                    86                   

Liabilitie s :

  Inves tment expens es  payable 2,033,481              68,689            29,337            49,976            4,056             902,230               16,077              653                 1,296              574                 349               4,492             

  Securitie s  lending co lla tera l 24,703,417            795,849          337,005          603,943          44,106           17,214,543           284,132            17,459            34,435          9,584             5,738           86,602           

  Acco unts  payable 11,497                     -                        -                        -                        -                      8,332                    118                     14                    31                    6                      2                    28                   

  Accrued expens es 147,685                  -                        -                        -                        -                      109,961                 1,781                  210                  479                75                   24                 415                  

  Mis cellaneo us  payable -                               2,737               1,132                 1,826                250                -                             -                         -                       -                      -                       -                     -                       

  Due  to  o ther s ta te  agencies 2,055                      -                        -                        -                        -                      1,529                     20                      3                      6                     1                       -                     5                      

        To ta l liabilities 26,898,135            867,275          367,474          655,745          48,412           18,236,595          302,128            18,339            36,247          10,240            6,113             91,542            

Defe rred inflo ws  o f res o urces

  Deferred inflo ws  re la ted to  pens io ns 12,912                     -                        -                        -                        -                      9,491                     140                    18                    39                   3                      2                    38                   

        Net po s itio n he ld in trus t fo r exte rna l
        inves tment po o l partic ipants 2,457,275,530$   82,369,575$  33,953,131$    57,923,958$  5,715,936$   1,831,144,126$     24,074,271$    3,296,466$   7,148,653$   1,085,848$    386,356$    6,531,063$    

Each pa rtic ipant unit is  valued a t $ 1.00

  P a rtic ipant units  o uts tanding 2,457,275,530     82,369,575    33,953,131      57,923,958    5,715,936     1,831,144,126       24,074,271      3,296,466     7,148,653     1,085,848      386,356      6,531,063      

P ens io n P o o l P artic ipants
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Ins urance  P o o l P artic ipants

Ris k ND City o f City o f J o b P ERS

Mgmt As s 'n. o f P ERS Budget Bis marck Fargo Sta te Service To bacco Retiree

Wo rkers ' Co unties Gro up Stabiliza tio n Deferred Fargo Do me Bo ard o f Legacy o f No rth P reventio n and Health

Co mp Fund Ins urance Fund Sick Leave Fund Medic ine Fund Dako ta Co ntro l Fund Credit Fund 2016 2015

-$                   -$                   -$                      -$                        -$                 -$                       -$                    1,835,361,022$     -$                       5,446,369$         59,903,215$    1,900,710,606$     1,708,243,680$    

2,039,929   1,207,624    -                        -                          191,332       19,311,569        460,484       -                               39,637,397     -                             -                         1,921,253,074       1,899,373,890      

-                     -                     -                        -                          -                   -                         -                      1,333,087,521       -                         40,816,114           41,622,146       1,415,525,781        1,186,979,426       

3,306,740   2,313,171      33,598,449    564,094,702   417,733      15,173,457       1,699,775     -                               56,558,928     -                             -                         2,285,945,327     2,202,727,271      

615,513,449          -                             615,513,449          509,958,485        

-                     -                     -                        -                          -                   3,850,123        46,868          -                               -                         -                             -                         889,167,336         843,179,560         

-                     -                     -                        -                          -                   -                         -                      -                               -                         -                             -                         85,965,628           95,675,581            

165,642       526,438      4,098,901       8,994,897        31,692        396,841            2,149             9,199,026              391,845            8,102,776            -                         91,516,800             127,180,135           

5,512,311      4,047,233   37,697,350    573,089,599   640,757     38,731,990      2,209,276    3,793,161,018        96,588,170      54,365,259        101,525,361     9,205,598,001      8,573,318,028      

79,306         44,080         45,991             2,571,110           7,375          557,673           18,340           49,250,275           -                         -                             -                         96,710,963            -                               

3,863           1,633            18,010              2,828,790        1,507           50,730             (610)               16,324,166             163                    1,280                    97,862             35,454,773           28,925,179            

1,141              -                     -                        13,286               -                   -                         -                      45,931                    -                         -                             -                         168,372                  90,692                   

10                  -                     -                        944                    -                   -                         -                      5,982                      -                         -                             -                         13,880                    13,084                    

-                     -                     -                        -                          -                   -                         -                      -                               -                         -                             -                         -                               57                            

5,596,631    4,092,946   37,761,351      578,503,729   649,639     39,340,393     2,227,006    3,858,787,372     96,588,333     54,366,539        101,623,223    9,337,945,989     8,602,347,040     

79                 -                     -                        7,772                -                   -                         -                      48,555                   -                         -                             -                         113,380                   47,146                    

4,289           2,431            13,304             183,727            399             35,220             1,199              2,861,410               57,023             5,751                    73,578             6,349,541              8,326,400             

79,306         44,080         45,991             2,571,110           7,375          557,673           18,340           49,250,275           -                         -                             -                         96,710,963            -                               

26                 -                     -                        2,471                 -                   -                         -                      15,744                    -                         -                             -                         38,269                   49,697                   

364               -                     -                        35,273              -                   -                         -                      147,683                  -                         -                             -                         443,950                 342,998                 

-                     250               1,264                -                          236             1,309                 250                -                               3,289                1,467                    3,223                17,233                    16,497                    

5                    -                     -                        492                    -                   -                         -                      3,118                        -                         -                             -                         7,234                      2,314                       

83,990         46,761          60,559            2,793,073        8,010           594,202           19,789           52,278,230           60,312              7,218                    76,801              103,567,190          8,737,906             

35                 -                     -                        3,237                -                   -                         -                      16,356                    -                         -                             -                         42,271                    57,796                   

5,512,685$  4,046,185$  37,700,792$  575,715,191$    641,629$    38,746,191$     2,207,217$   3,806,541,341$     96,528,021$    54,359,321$       101,546,422$  9,234,449,908$   8,593,598,484$   

5,512,685    4,046,185    37,700,792    575,715,191      641,629      38,746,191       2,207,217     3,806,541,341       96,528,021      54,359,321         101,546,422    9,234,449,908     8,593,598,484     

Individua l Inves tment Acco unts

To ta ls
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Ins urance  P o o l P artic ipants

P ublic Bis marck Bis marck City o f City o f City o f P etro leum Ins urance

Emplo yees City City Fargo Grand Fo rks Grand Fo rks Wo rkfo rce Sta te Tank Regula to ry Cultura l

Re tirement Emplo yee  P o lice Emplo yee Emplo yee P ark Dis tric t Safety & Fire  & Sta te Re leas e Trus t Endo wment

Sys tem P ens io n P lan P ens io n P lan P ens io n P lan P ens io n P lan P ens io n P lan Ins urance To rnado Bo nding Co mp. Fund Fund Fund

Additio ns :

Inves tment inco me:

   Ne t change in fa ir va lue  o f inves tments  (39,399,793)$       (962,485)$       (604,855)$       -$                   (1,154,709)$      (86,854)$         22,777,732$       150,447$          68,582$         133,864$      (14,307)$        59$               

  Interes t, dividends  and o the r inco me 58,071,997            1,944,554        821,724            41,431                1,271,401          120,995           46,504,149          567,145            51,284            108,926        26,821            9,737           
18,672,204            982,069           216,869            41,431                116,692             34,141               69,281,881           717,592            119,866          242,790       12,514             9,796           

  Les s  inves tment expens es 6,981,023              240,726           101,614              242                    158,797            13,850              4,461,210              43,877             2,589             5,204            1,759              960               

      Ne t inves tment inco me 11,691,181                741,343            115,255             41,189                (42,105)             20,291              64,820,671          673,715            117,277          237,586       10,755            8,836           

Securitie s  lending activity:
  Securitie s  lending inco me 358,681                  11,452               4,809                -                     8,076                805                   213,849                3,631                 85                   170                 160                  76                 
  Les s  Securitie s  lending expens es (71,724)                   (2,291)               (961)                   -                     (1,615)                (160)                  (42,729)                (725)                  (17)                   (34)                 (33)                  (15)                 

      Ne t s ecuritie s  lending inco me 286,957                 9,161                  3,848                -                     6,461                 645                   171,120                  2,906                68                   136                 127                  61                  

  P urchas e  o f units  ($ 1 per unit) 29,500,000           -                    -                    -                     4,057,319        286,925          28,000,000         -                    -                  -                 -                  -                

          To ta l Additio ns 41,478,138             750,504           119,103              41,189                4,021,675        307,861           92,991,791           676,621            117,345          237,722       10,882            8,897           

Deduc tio ns :

Adminis tra tive  Expens es 333,608                 -                    -                    -                     -                    -                    220,265               2,936                1,025              1,055             1,009              565               

Redemptio n o f units  ($ 1 pe r unit) 2,800,000             -                    2,000,000       42,648              5,245,008       619,394           23,000,000         -                    -                  250,000       1,560,000      5,000           

          To ta l Deduc tio ns 3,133,608              -                    2,000,000       42,648              5,245,008       619,394           23,220,265         2,936                1,025              251,055        1,561,009       5,565           

      Change in ne t po s itio n 38,344,530           750,504           (1,880,897)       (1,459)                (1,223,333)       (311,533)           69,771,526          673,685           116,320          (13,333)         (1,550,127)     3,332           

Ne t po s itio n:

  Beginning o f year 2,418,931,000       81,619,071        35,834,028     1,459                  59,147,291       6,027,469       1,761,372,600     23,400,586     3,180,146       7,161,986      2,635,975     383,024      

    Res ta tement due  to  implementatio n
    o f GASB 68 -                          -                    -                    -                     -                    -                    -                         -                    -                  -                 -                  -                

  Beginning o f year, as  res ta ted 2,418,931,000       81,619,071        35,834,028     1,459                  59,147,291       6,027,469       1,761,372,600     23,400,586     3,180,146       7,161,986      2,635,975     383,024      

  End o f year 2,457,275,530$   82,369,575$   33,953,131$     -$                   57,923,958$   5,715,936$      1,831,144,126$     24,074,271$    3,296,466$   7,148,653$   1,085,848$    386,356$    

P ens io n P o o l P artic ipants
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Ins urance  P o o l P artic ipants

Ris k ND City o f City o f P ERS

Mgmt As s 'n o f P ERS Budget Bis marck Fargo Sta te J o b Service To bacco Retiree

Ris k Wo rkers ' Co unties Gro up Stabiliza tio n Deferred Fargo Do me Bo ard o f Legacy o f No rth P reventio n and Health

Mgmt Co mp Fund Ins urance Fund Sick Leave Fund Medic ine Fund Dako ta Co ntro l Fund Credit Fund 2016 2015

142,283$          110,474$      32,045$         208,951$         (2,598,566)$     4,725$       (402,921)$        (13,650)$       (31,454,851)$         2,352,098$     840,505$            (1,185,174)$       (51,056,400)$        115,453,148$         

154,478            142,278       90,580           389,887          14,079,730       17,577        970,497           53,273          86,798,282           2,650,945       8,255                   2,271,408        217,167,354          173,270,874         
296,761            252,752      122,625         598,838          11,481,164          22,302       567,576           39,623          55,343,431            5,003,043       848,760              1,086,234        166,110,954           288,724,022        

10,962               10,678          7,974             42,532            734,828            2,153          97,132              5,270            9,728,057             166,226            20,328                 292,820           23,130,811              21,929,066            

285,799           242,074      114,651           556,306          10,746,336       20,149        470,444           34,353          45,615,374            4,836,817        828,432              793,414            142,980,143          266,794,956        

751                     796               558                 230                  12,354                94               8,671                 216                 835,193                  4,395                -                        -                    1,465,052              -                          
(151)                    (160)              (113)                 (45)                   (2,469)                (19)               (1,732)               (44)                 (166,936)                (879)                  -                        -                    (292,852)               -                          

600                    636               445                 185                   9,885                 75               6,939                172                 668,257                 3,516                 -                        -                    1,172,200               -                          

-                     -                100,000         203,692,122  -                      -              -                    -                 434,853,950        -                    58,780,889        3,905,000       763,176,205         1,239,909,653      

286,399           242,710       215,096         204,248,613  10,756,221        20,224       477,383           34,525          481,137,581           4,840,333       59,609,321         4,698,414        907,328,548        1,506,704,609      

1,048                 1,046            -                  -                   71,562                -              -                    -                 431,951                   -                    -                        -                    1,066,070              939,798                 

600,000           950,000      -                  206,200,000 8,606,169          250,000    2,700,000       -                 -                          4,582,835       5,250,000           750,000           265,411,054          249,087,335        

601,048            951,046       -                  206,200,000 8,677,731          250,000    2,700,000       -                 431,951                   4,582,835       5,250,000           750,000           266,477,124         250,027,133         

(314,649)           (708,336)     215,096         (1,951,387)       2,078,490         (229,776)   (2,222,617)       34,525          480,705,630        257,498           54,359,321         3,948,414        640,851,424         1,256,677,476      

6,845,712         6,221,021     3,831,089      39,652,179     573,636,701     871,405     40,968,808     2,172,692     3,325,835,711       96,270,523     -                        97,598,008     8,593,598,484     7,337,180,888      

-                     -                -                  -                   -                      -              -                    -                 -                          -                    -                        -                    -                          (259,880)               

6,845,712         6,221,021     3,831,089      39,652,179     573,636,701     871,405     40,968,808     2,172,692     3,325,835,711       96,270,523     -                        97,598,008     8,593,598,484     7,336,921,008      

6,531,063$       5,512,685$  4,046,185$    37,700,792$  575,715,191$     641,629$   38,746,191$     2,207,217$   3,806,541,341$     96,528,021$    54,359,321$       101,546,422$  9,234,449,908$   8,593,598,484$   

Individua l Inves tment Acco unts

To ta ls
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Pension Trust Investment Trust
Salaries and wages:
  Salaries and wages 759,748$      766,619$           
  Fringe benefits 318,254        250,520             

     Total salaries and wages 1,078,002     1,017,139          

Operating expenses:
  Travel 28,153         37,121              
  Supplies 2,746           1,083                
  Postage and Mailing Services 53,804         31,194              
  Printing 15,057         6,743                
  Small Office Equipment and Furniture 2,655           1,557                
  Insurance 401              230                   
  Rent/Lease of Building Space 50,841         31,045              
  Repairs -              12                    
  Information Technology and Communications 71,447         16,231              
  IT Contractual Services 17,575         61,061              
  Professional Development 16,052         7,477                
  Operating Fees and Services 16,535         7,115                
  Professional Fees and Services 10,242         13,019              
  Consultant Services 270,302        52,887              

     Total operating expenses 555,810        266,775             

Pension trust portion of investment program expenses 217,844        (217,844)           

          Total administrative expenses 1,851,656     1,066,070          

Less - nonappropriated items:
  Consultant Services 270,302        52,887              
  Other operating fees paid under continuing appropriation 37,530         121,645             
  Accrual adjustments to employee benefits 22,352         13,046              

     Total nonappropriated items 330,184        187,578             

          Total appropriated expenditures 1,521,472$   878,492$           

The accompanying notes are an integral part of these statements.
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Pension Trust Investment Trust

Actuary fees:
Segal Company 144,633$           -$                 

Auditing/Accounting fees:
CliftonLarsonAllen LLP 104,507             27,993              

Disability consulting fees:
Sanford Health 300                   -                   

Legal fees:
K&L Gates LLP 2,598                3,401                
ND Attorney General 18,264              21,493              

Total legal fees: 20,862              24,894              

Total consultant expenses 270,302$           52,887$             
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Pension Trust Investment Trust
Investment managers' fees:

Global equity managers 1,230,533$   1,594,767$        
Domestic large cap equity managers 903,523        3,847,413          
Domestic small cap equity managers 563,542        2,268,783          
International equity managers 977,198        4,609,027          
Emerging markets equity managers 529,699        770,162             
Domestic fixed income managers 1,005,950     7,607,743          
Below investment grade fixed income managers 1,082,779     1,462,837          
Diversified Real Assets -              3,001,349          
International fixed income managers 376,723        457,845             
Real estate managers 2,053,698     4,873,012          
Infrastructure managers 1,027,901     1,241,458          
Timber managers (956,302)      (1,130,962)         
Private equity managers 1,399,707     1,639,900          
Short term fixed income managers -              719,134             
Cash & equivalents managers 23,185         149,960             
Balanced account managers -              642,747             

Total investment managers' fees 10,218,136$  33,755,175$       

Custodian fees 197,310        831,889             
Investment consultant fees 204,752        475,338             
SIB Service Fees -              60,211              

Total investment expenses 10,620,198$  35,122,613$       

Reconciliation of investment expenses to financial statements

Investment expenses as reflected in the financial statements 6,034,689$   23,130,811$       

Plus investment management fees included in investment income
Domestic large cap equity managers 354,231        872,120             
Domestic small cap equity managers 207,192        267,457             
International equity managers 216,778        1,121,711          
Emerging markets equity managers 529,699        770,162             
Domestic fixed income managers 727,899        4,282,647          
Below investment grade fixed income managers 660,499        901,054             
Inflation protected assets managers -              1,093,122          
Real estate managers 999,958        1,245,203          
Infrastructure managers 453,976        548,295             
Timber managers (956,302)      (1,130,962)         
Private equity managers 1,391,579     1,630,377          
Cash equivalents managers -              113,080             
Balanced account managers -              277,536             

Investment expenses per schedule 10,620,198$  35,122,613$       
 

 Timber manager fees include a refund of incentive-based fees from prior years that were renegotiated in FY2016. 
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Approved
2015-2017 

Appropriation

2015-2017 
Appropriation 
Adjustment

Adjusted
2015-2017 

Appropriation
Fiscal 2016 
Expenses

Unexpended 
Appropriations

All Fund Types:

    Salaries and wages 4,340,551$     2,250$           4,342,801$   2,059,743$  2,283,058$         

    Operating expenses 990,874 -                   990,874       340,221      650,653             

    Contingency 82,000 -                   82,000         -             82,000               

       Total 5,413,425$     2,250$           5,415,675$   2,399,964$  3,015,711$         

2016

Administrative expenses as reflected in the financial statements 2,917,726$  

Less:
  Professional fees* (323,189)
  Other operating fees paid under continuing appropriations* (159,175)
  Changes in benefit accrual amounts (35,398)

Total appropriated expenses $2,399,964

to Appropriated Expenditures

* North Dakota Century Code 21-10-06.2 and 15-39.1-05.2 provide authorization for the continuing appropriation.

 NOTE:   Only those expenses for which there are appropriations are included in this statement.

Reconciliation of Administrative Expenses
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Special Comments Requested by the Legislative Audit  
and Fiscal Review Committee 
Year Ended June 30, 2016 

 
 
 
The  Legislative  Audit  and  Fiscal  Review  Committee  requires  that  certain  items  be  addressed  by  auditors 
performing audits of state agencies.  These items and our responses are as follows: 
 
Audit Report Communications 
 

1. What type of opinion was issued on the financial statements? 
 
Unmodified 
 

2. Was there compliance with statutes, laws, rules, regulations under which the agency was created and 
is functioning? 
 
Yes 
 

3. Was internal control adequate and functioning effectively? 
 
Yes 
 

4. Were there any indications of lack of efficiency in financial operations and management of the agency? 
 
No 
 

5. Has action been taken on findings and recommendations included in prior year reports? 
 
There were no prior year findings or recommendations. 
 

6. Was a management  letter  issued?    If so, provide a summary below,  including any recommendations 
and the management response. 
 
No 
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Audit Committee Communications 
 

1. Identify  any  significant  changes  in  accounting  policies,  any management  conflicts  of  interest,  any 
contingent liabilities, or any significant unusual transactions. 
 
For  the  year  ended  June  30,  2016,  the  financial  statements  include  the  impact  of  adoption  of 
Governmental Accounting Standards Board (GASB) Statement number 72. 

GASB 72, Fair Value Measurement and Application, is effective for fiscal years beginning after June 15, 
2015.  This statement addresses accounting and financial reporting requirements related to fair value 
measurements. GASB 72  requires measurement of  certain assets and  liabilities at  fair value using a 
consistent and detailed definition of  fair  value and accepted  valuation  techniques.  It also enhances 
disclosures about fair value measurements, the level of fair value hierarchy, and valuation techniques. 
Additional  disclosures  are  also  required  for  investments  in  certain  entities  that  calculate  net  asset 
value per share (or its equivalent). 
 

2. Identify  any  significant  accounting  estimates,  the  process  used  by management  to  formulate  the 
accounting  estimates,  and  the  basis  for  the  auditor’s  conclusions  regarding  the  reasonableness  of 
those estimates. 
 
The  valuation of  alternative  investments,  including private equity  and  real  asset  investments,  are  a 
management  estimate which  is  primarily  based  upon  net  asset  values  reported  by  the  investment 
managers and comprise 18% of the total  investment portfolio.   The values for these  investments are 
reported based upon the most recent financial data available and are adjusted for cash flows through 
June 30, 2016.   Our audit procedures validated  this approach  through  the use of confirmations sent 
directly  to  a  sample  of  investment managers  and  the  review  of  the most  recent  audited  financial 
statements  for  these  funds.   Furthermore, we  reviewed management’s estimate and  found  it  to be 
reasonable.  
 
The actuarial valuation was based on the actuarial assumptions and methods adopted by the Board, 
including an actuarial expected investment rate of return of 7.75% per annum compounded annually.  
The valuation takes into account all of the promised benefits to which members are entitled as of July 
1, 2016 as  required by  the North Dakota Century Code.   The valuation provides certain  information 
required by GASB  to be disclosed  in  the  financial  statements.   Additionally,  the valuation  is used  to 
determine  the adequacy of  the  current employer  contribution  rate.   Our audit procedures  included 
reviewing the actuarial valuation and related assumptions used therein and we believe the estimate to 
be reasonable. 
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3. Identify any significant audit adjustments. 
 
None 
 

4. Identify any disagreements with management, whether or not resolved  to  the auditor’s satisfaction, 
relating to financial accounting, reporting, or auditing matters that could be significant to the financial 
statements. 
 
None 
 

5. Identify any significant difficulties encountered in performing the audit. 
 
None 
 

6. Identify any major issues discussed with management prior to retention. 
 
None 
 

7. Identify any management consultations with other accounts about auditing and accounting matters. 
 
None 
 

8. Identify  any  high‐risk  information  technology  systems  critical  to  operations  based  on  the  auditor’s 
overall  assessment of  the  importance  of  the  system  to  the  agency  and  its mission or whether  any 
exceptions  identified  in  the  six  audit  report  questions  addressed  above  are  directly  related  to  the 
operations of an information technology system. 
 
Based on the audit procedures performed, the Retirement and Investment Office’s critical information 
technology system is the CPAS system.  There were no exceptions identified that were directly related 
to this application. 

 
 
This  report  is  intended  solely  for  the  information  and  use  of  the  audit  committee, management,  the 
Legislative Audit and  Fiscal Review Committee, and other  state officials, and  is not  intended  to be and 
should not be used by anyone other than these specified parties. 
 

a 
 
Baltimore, Maryland 
November 7, 2016 



ND STATE INVESTMENT BOARD 
AUDIT COMMITTEE MEETING 

Thursday November 17, 2016 – 3:00 PM 
Workforce Safety & Insurance 

1600 E Century Ave, Bismarck, ND  58503 

 

AGENDA 

 

1. Call to Order and Approval of Agenda – Chair (committee action)(5 minutes) 
 

2. Approval of September 23, 2016  Minutes – Chair (committee action)(5 minutes) 
 

3. Presentation of June 30, 2016 Financial Audit Report of RIO + Update on GASB 68 Schedule Audit – 
CliftonLarsonAllen, LLP (to follow)(committee action)(60 minutes) 

 
4. 2016 – 2017 First Quarter Audit Activities Report – Terra Miller Bowley (committee action)(20 minutes) 

 
5. Other – Next SIB Audit Committee Meeting 

Workforce Safety & Insurance (WSI) 
Thursday February 23, 2017 @ 3:00 PM 
1600 E Century Ave, Bismarck, ND 58503 

 
6. Adjournment 

Any individual requiring an auxiliary aid or service should contact the Retirement and Investment Office at (701) 
328-9885 at least (3) days prior to the scheduled meeting.  
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STATE INVESTMENT BOARD 

AUDIT COMMITTEE MEETING 

MINUTES OF THE 

SEPTEMBER 23, 2016, MEETING 

 

COMMITTEE MEMBERS PRESENT: Rebecca Dorwart, Chair 

     Mike Gessner, TFFR Board  

     Mike Sandal, PERS Board 

 Cindy Ternes, Workforce Safety & Insurance 

 Josh Wiens, External Representative 

 

STAFF PRESENT:   Bonnie Heit, Assist to the Audit Committee 

     David Hunter, ED/CIO 

     Fay Kopp, Dep ED/CRO 

     Terra Miller Bowley, Suprv Audit Services 

     Cody Schmidt, Compliance Officer 

     Dottie Thorsen, Internal Auditor 

 

 

CALL TO ORDER: 

 

Ms. Dorwart called the State Investment Board (SIB) Audit Committee meeting to 

order at 12:52 p.m., on Friday, September 23, 2016, at the State Capitol, Peace 

Garden Room, Bismarck, ND. 

 

A quorum was present for the purpose of conducting business. 

 

The Committee welcomed Mr. Josh Wiens. Mr. Wiens will serve as an independent 

participant on the Committee. Mr. Wiens is a CPA who currently serves as Chief 

Financial Officer for Shiloh Christian School and McDonalds of Bismarck/Mandan.       

 

AGENDA: 

 

IT WAS MOVED BY MR. SANDAL AND SECONDED BY MS. TERNES AND CARRIED ON A VOICE VOTE 

TO APPROVE THE AGENDA FOR THE SEPTEMBER 23, 2016, MEETING AS DISTRIBUTED.  

 

AYES: MR. SANDAL, MS. TERNES, MR. WIENS, MR. GESSNER, AND MS. DORWART 

NAYS: NONE 

MOTION CARRIED 

 

MINUTES: 

 

IT WAS MOVED BY MS. TERNES AND SECONDED BY MR. GESSNER AND CARRIED ON A VOICE 

VOTE TO ACCEPT THE MAY 19, 2016, MINUTES AS DISTRIBUTED.  

 

AYES: MR. GESSNER, MR. SANDAL, MS. TERNES, MR. WIENS, AND MS. DORWART  

NAYS: NONE 

MOTION CARRIED 

 

ELECTION OF OFFICERS: 

 

IT WAS MOVED BY MR. SANDAL AND SECONDED BY MS. TERNES AND CARRIED BY A ROLL CALL 

VOTE TO CONTINUE WITH THE CURRENT SLATE OF OFFICERS: MS. DORWART, CHAIR, MR. 

GESSNER, VICE CHAIR/LIAISON, FOR THE PERIOD OF JULY 1, 2016 – JUNE 30, 2017.  
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AYES: MS. TERNES, MR. WIENS, MR. SANDAL, MR. GESSNER, AND MS. DORWART 

NAYS: NONE 

MOTION CARRIED 

 

CODE OF CONDUCT:  

 

Mr. Schmidt reviewed the SIB Board Members’ Code of Conduct Policy B-8, which 

details the code of ethical responsibility applicable to members of the SIB. The 

SIB is required to affirm their understanding of the policy on an annual basis. 

As a standing committee of the SIB, the SIB Audit Committee is required to adhere 

to any applicable policies contained within the SIB Governance Manual. Committee 

members were advised to affirm their understanding of the policy by signing and 

returning the acknowledgment to Mr. Schmidt.   

 

AUDIT REPORT – YEAR END: 

 

Ms. Miller Bowley reviewed activities of the Audit Division for the period of 

July 1, 2015 – June 30, 2016. 

 

A total of 22 employer audits were completed (21 Compliance and 1 Not in 

Compliance). Nine employer audits were in progress at fiscal year-end, which 

included two employers from the third audit cycle and seven from the fourth audit 

cycle. Seven audits in the fourth audit cycle were pending along with audit 

information from three employers who had been notified of an upcoming audit. A 

total of 25 employers received audit notifications. 

 

The Audit Division completed the following audits – Benefits Payments Audit, 

Teachers’ Fund for Retirement (TFFR) File Maintenance Audit, Annual Salary 

Verification Project, and Executive Limitation Audit. 

 

The Audit Division was not able to complete work on the following audits - 

Regional Education Association Audits, Investment Performance Summary Review, 

Schedule of Investment Fees Review, and Investment Management Fees Review.          

The hours allocated to these audits were reallocated to other audit activities 

that were of higher importance. 

 

Ms. Miller Bowley stated the TFFR Cost Effective Benefit Payments/Benefit 

Recalculation Audit is currently in progress. 

 

The Audit Division also assisted the external auditors, CliftonLarsonAllen,  

during the current financial audit of RIO along with the GASB census data audits.  

 

The Audit Division in conjunction with the Retirement Division created an 

internship program. The internship program ran from May 16 – August 19, 2016. Ms. 

Miller Bowley stated the internship program went very well and would definitely 

recommend future programs. 

 

The Audit Division continues to make progress on their procedures manual.  

 

Staff also attends local Institute of Internal Audit (IIA) meetings as well as 

regional conferences and other misc. seminars and webinars. Ms. Miller Bowley is 

pursuing a Certified Internal Auditor designation.   
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IT WAS MOVED BY MR. GESSNER AND SECONDED BY MR. WIENS TO APPROVE THE 2015-16 

AUDIT ACTIVITIES REPORT. 

 

AYES: MR. SANDAL, MS. TERNES, MR. WIENS, MR. GESSNER, AND MS. DORWART 

NAYS: NONE 

MOTION CARRIED  

 

AUDIT REPORT – SIB: 

 

Ms. Miller Bowley reviewed the annual report to the SIB, which will be on their 

October 28, 2016, agenda. The Committee requested language be added to the report 

regarding the process taken when employers are not in compliance.    

 

IT WAS MOVED BY MR. SANDAL AND SECONDED BY MR. GESSNER AND CARRIED BY A VOICE 

VOTE TO APPROVE THE ANNUAL REPORT TO THE SIB. 

 

AYES: MR. GESSNER, MR. WIENS, MR. SANDAL, MS. TERNES, AND MS. DORWART 

NAYS: NONE 

MOTION CARRIED 

 

AUDIT REPORT – FIRST QUARTER: 

 

Ms. Miller Bowley reviewed Audit Services activities from July 1 – August 26, 

2016. Five employer audits had been completed, nine were in progress, five were 

pending and not yet started, and one special audit on Parshall was in progress. 

RIO personnel had concerns regarding the accuracy of reporting from Parshall 

following the completion of an employer audit in June 2016 and year-end closing 

activities. The audit will conclude as soon as possible in an effort to correct 

current and future reporting errors. 

 

As of September 23, 2016, an additional five employer audits had been completed. 

The Audit Division is in the process of completing third cycle audits of Ft. 

Totten and White Shield Public School Districts.  

 

Ms. Miller Bowley also indicated staff will be conducting a 100 percent audit on 

Ft. Yates Public School for the 2013-14, 2014-15 and 2015-16 school years. Ft. 

Yates was able to close the 2015-16 school year but because of reporting 

discrepancies, items remain outstanding. There are 35 employees and Audit 

Services estimates it will take a full year to complete the audit. 

 

Discussion took place on verification of retirement salaries.   

 

Ms. Miller Bowley stated Williston, Minnewaukan, and McClusky will receive audit 

notifications next week as the Employers’ status has been Not In Compliance for 

some time. 

 

Discussion took place on the support and education available to the Employers and 

in particular to the Business Managers.      

 

The Benefits Payment Audit for 2015-16 was completed on August 26, 2016. No 

findings were noted but two recommendations for future actions were provided. 
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The TFFR Cost Effective Benefit Payments/Benefit Recalculation Audit is underway 

and will be completed in fiscal year 2017.  

 

The SIB customer satisfaction survey was facilitated in July 2016 and the results 

will be provided to the SIB at their October 28, 2016, meeting. 

 

Audit Services is providing support to CliftonLarsonAllen for the 2016 financial 

audit of RIO. Audit Services notified 17 employers of upcoming GASB 68 Census 

Data audits in August 2016. The GASB 68 Census Data audits are currently underway 

and requests for supporting documentation have been sent to selected employers.  

 

The internship program concluded on August 19, 2016. Primarily the Supervisor of 

Audit Services along with the Retirement Program Manager gave support and 

assistance to the intern. 

 

Ms. Miller Bowley has also been assisting RIO personnel and the TFFR Board with 

special projects, e.g. the retiree substitute teaching issue.  

 

Ms. Miller Bowley completed the requirement for a Certified Internal Auditor 

(CIA) designation in July 2016. 

 

The Audit Committee congratulated Ms. Miller Bowley on her designation and the 

progress made by both members of the Audit Division. 

 

OTHER: 

 

The next Audit Committee meeting is scheduled for Thursday, November 17, 2016, at 

3:00 pm at Workforce Safety and Insurance, 1600 E Century Ave, Bismarck, ND.  

 

With no further business to come before the Audit Committee, Ms. Dorwart 

adjourned the meeting at 1:50 p.m.  

 

Respectfully Submitted: 

 

 

___________________________ _____ 

Ms. Rebecca Dorwart, Chair      

SIB Audit Committee                 

 
________________________________ 

Bonnie Heit 

Assistant to the Audit Committee 
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AGENDA ITEM IV. B. 

 

BOARD APPROVAL REQUESTED 

 

TO:    State Investment Board    

FROM:   Dave Hunter      

DATE:   November 10, 2016 

SUBJECT:  Governance Policy Amendment (Section B-10) Second Reading 

 

In accordance with Section B-7 of the SIB Governance Manual, the Board Planning Cycle should include an 

“Annual Review of the Governance Manual” each September. The SIB conducted this review over the last two 

months. A subsequent review of Section B-10 “Policy Introduction / Amendment Passage”, however, 

identified some ambiguity which could be eliminated by adopting clarifying language.  The SIB completed a “First 

Reading” of the proposed revision to Section B-10 on October 28th.     

RIO requests the SIB to approve the modified language (shown on the next page) at the November 18th meeting. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



 

 

Policy Type:  Governance Process 
               
                Policy Type:  Policy Introduction / Amendment Passage 

 

New policies or policy amendments may be proposed by the Executive Director or a Board member. All new 

policies or amendments may be submitted to the Board’s Legal Counsel for drafting in the approved style. 

 
Upon request of the Executive Director or a Board member a new policy or amendment shall be placed on the 

Board’s agenda for action as follows: 

 
1.   Introduction and first reading. A brief explanation or summary of the new policy or amendment shall 

be presented to the Board. Upon approval of introduction and first reading, the measure shall be 

placed on the agenda of the next scheduled meeting of the Board for second reading and adoption. 

When appropriate, the measure shall be distributed to interested parties. 
 

2.   Second reading and adoption. Interested parties and the public shall be allowed an opportunity to 

comment on the policy or amendment before final action by the Board. The measure shall take effect 

immediately following second reading and adoption by the Board, unless a different effective date is 

stated. 
 

3.   Amendments. Amendments may be proposed at any time before final adoption of the measure. Upon 

determination by the Board that adoption of an amendment constitutes a substantive change that 

significantly changes the meaning or effect of the measure, the Board shall continue consideration of 

second reading and adoption to the next meeting to permit further review and comment. 
 

Emergency measures. The Board may, upon determination that an emergency or other circumstances calling for 

expeditious action exists, waive the requirement of a second meeting reading and immediately approve second 

reading and adoption the new policy or amendment following introduction and first reading. 

 
Policy Implemented: February 27, 2009 

Policy Revised:  November 18, 2016 
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