
 
 
 
 
 
 
 
 
         
                                 

                                Friday, August 25, 2017, 8:30 a.m. 
                               Peace Garden Room, State Capitol 

                               600 E Blvd., Bismarck, ND 
 

 

I. APPROVAL OF AGENDA 
 
II.       APPROVAL OF MINUTES (JULY 28, 2017) 

 
III. ELECTION OF OFFICERS 2017-18  Board Action 

 

A. Chair 
B. Vice Chair 
C. Parliamentarian (Appointed by Chair) 
D. Audit Committee (Appointed by SIB) – Mr. Hunter (enclosed)  
 

IV. INVESTMENTS 
 

A. Asset and Performance Overview - Mr. Hunter (enclosed) (15 minutes)  Board Action 
B. North Dakota Parks & Recreation Agency - Mr. Hunter (enclosed) (5 minutes)  Board Action 
C. Manager Interviews 

1.    Fixed Income Restructuring Overview - Mr. Schulz (enclosed) (10 minutes) Informational  
2.    PIMCO - Mr. Scott Mather and Ms. Stephanie King (enclosed) (40 minutes) 
3.    Staff Recommendation - Mr. Schulz (enclosed) (10 minutes)  Board Action* 

           * Executive Session pursuant to NDCC §44-04-18.4(1), §44-04-19.1(9), & §44-04-19.2- to discuss confidential  

             commercial and financial information and provide contract negotiating instructions to its attorney or negotiator. 

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

 

4.   Adams Street Global Fund 2017 (enclosed) (30 minutes) - Mr. Gonzalo and Ms. Meldrum 
5.   Staff Recommendation - Mr. Hunter (enclosed) (10 minutes)  Board Action 

D. Callan Performance Review - Mr. Erlendson & Browning (enclosed) (45 minutes) Board Acceptance 
 

V. QUARTERLY MONITORING (Questions Only - Board Acceptance) (10 minutes) 
 

A. Executive Limitations/Staff Relations - Mr. Hunter 
B. Budget and Financial Conditions - Ms. Flanagan  
C. Investment Program - Mr. Schulz 
D. Retirement Program - Ms. Kopp  
E. Watch List - Mr. Schulz  
F. Investment Manager Catalog - Mr. Schmidt 

 
VI. OTHER 

 

A. Code of Conduct Affirmation (Legacy Fund) – Mr. Hunter 
 

Next Meeting: SIB meeting - September 22, 2017, 8:30 a.m. - State Capitol, Peace Garden Room 
                       SIB Audit Committee meeting - September 22, 2017, 1:00 p.m. - Retirement and Investment 

Office, 3442 East Century Avenue, Bismarck 
 

VII. 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 

JULY 28, 2017, BOARD MEETING 

 

 

MEMBERS PRESENT: Jon Godfread, Insurance Commissioner 

Rob Lech, Parliamentarian 

   Lance Gaebe, Commissioner of Trust Lands 

 Mike Gessner, TFFR Board 

 Mel Olson, TFFR Board  

Kelly Schmidt, State Treasurer 

   Troy Seibel, PERS Board 

Yvonne Smith, PERS Board 

Cindy Ternes, WSI Designee 

 

MEMBERS ABSENT: Adam Miller, PERS Board 

Brent Sanford, Lt. Governor, Chair 

 

STAFF PRESENT: Eric Chin, Investment Officer 

   Bonnie Heit, Assist to the SIB  

   David Hunter, ED/CIO 

   Fay Kopp, Dep ED/CRO 

   Terra Miller Bowley, Supvr Audit Services 

   Cody Schmidt, Compliance Officer 

   Darren Schulz, Dep CIO 

           

OTHERS PRESENT: Dean Anagnost, Workforce Safety & Insurance Board 

Tag Anderson, State Risk Management 

Alex Browning, Callan Associates 

Mike Burton, Teachers’ Fund for Retirement Board 

Clare Carlson, Workforce Safety & Insurance 

Senator Dick Dever, Public Employees Retirement System Board 

   Senator Jim Dotzenrod, Legacy and Budget Stabilization Fund 

   Paul Erlendson, Callan Associates 

   Casey Goodhouse, Public Employees Retirement System Board  

   Jena Gullo, United Way 

   Toni Gumeringer, Teachers’ Fund for Retirement Board 

   Lynn Hart, Human Resource Management Services 

   George Hellyer, Park District of the City of Grand Forks, Pension Plan (TLCF) 

   Representative Keith Kempenich, Legacy and Budget Stabilization Fund 

   Bryan Klipfel, Workforce Safety & Insurance 

   Jeff Lancaster, Park District of the City of Grand Forks, Pension Plan (TLCF) 

Robert Lauf, Governor’s Office (TLCF) 

Sherrie Lundbark, City of Grand Forks (TLCF) 

   Jan Murtha, Attorney General’s Office 

   Senator Carolyn Nelson, Minority Caucus Leader 

   Gil Nelson, Public 

John Pirone, Callan Associates 

   Bryan Reinhardt, PERS 

   Christi Schaefbauer, Assn of School Business Mgrs 

   Charles Steffan, Workforce Safety & Insurance Board 

   Maureen Storstad, City of Grand Forks (TLCF)  

   Mylynn Tufte, Public Employees Retirement System Board 

   Kathy Wamsley, United Way 

   Kim Wassim, Public Employees Retirement System Board 
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CALL TO ORDER:      

 

Mr. Rob Lech, Parliamentarian, called the State Investment Board (SIB) meeting to order 

at 8:16 a.m. on Friday, July 28, 2017, at the Bismarck State College, National Energy 

Center of Excellence.                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                          

 

AGENDA: 

 

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

ACCEPT THE AGENDA FOR THE JULY 28, 2017, MEETING. 

 

AYES: COMMISSIONER GAEBE, TREASURER SCHMIDT, COMMISSIONER GODFREAD, MR. OLSON, MS. 

TERNES, MR. GESSNER, MR. SEIBEL, MR. LECH, AND MS. SMITH 

NAYS: NONE 

MOTION CARRIED 

ABSENT: MR. MILLER, LT. GOVERNOR SANFORD 

 

Chair Pro Tem 

 

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

VOTE TO HAVE MR. LECH SERVE AS CHAIR PRO TEM. 

 

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

LECH, COMMISSIONER GODFREAD, MR. OLSON, AND MR. SEIBEL 

NAYS: NONE 

MOTION CARRIED 

ABSENT: MR. MILLER, LT. GOVERNOR SANFORD 

 

MINUTES: 

 

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

ACCEPT THE MINUTES OF THE MAY 26, 2017, MEETING AS DISTRIBUTED. 

 

AYES: MR. OLSON, MR. SEIBEL, COMMISSIONER GAEBE, MR. GESSNER, COMMISSIONER GODFREAD, MS. 

SMITH, TREASURER MILLER, MS. TERNES, AND MR. LECH 

NAYS: NONE 

MOTION CARRIED 

ABSENT: MR. MILLER, LT. GOVERNOR SANFORD 

 

ELECTION OF OFFICERS AND APPOINTMENTS: 

 

IT WAS MOVED BY MS. TERNES AND SECONDED BY COMMISSIONER GODFREAD AND CARRIED BY A ROLL 

CALL VOTE TO POSTPONE ELECTION OF OFFICERS AND APPOINTMENT OF THE SIB AUDIT COMMITTEE 

FOR THE 2017-18 TIMEFRAME UNTIL THE AUGUST 25, 2017, MEETING. 

 

AYES: TREASURER SCHMIDT, MR. GESSNER, COMMISSIONER GODFREAD, MS. TERNES, COMMISSIONER 

GAEBE, MS. SMITH, MR. LECH, MR. SEIBEL, AND MR. OLSON 

NAYS: NONE 

MOTION CARRIED 

ABSENT: MR. MILLER, LT. GOVERNOR SANFORD 

 

INVESTMENT GOVERNANCE: 

 

Mr. Hunter reviewed revised Investment Policy Statements for the Legacy Fund, Budget 

Stabilization, and City of Grand Forks Employee Plan and requested the SIB’s acceptance. 

 

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

VOTE TO ACCEPT THE REVISED INVESTMENT POLICY STATEMENT FOR THE LEGACY FUND.  
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AYES: MS. SMITH, MR. OLSON, MR. GESSNER, MR. LECH, MR. SEIBEL, MS. TERNES, COMMISSIONER 

GODFREAD, COMMISSIONER GAEBE, AND TREASURER SCHMIDT. 

NAYS: NONE 

MOTION CARRIED 

ABSENT: MR. MILLER, LT. GOVERNOR SANFORD 

 

IT WAS MOVED BY MR. OLSON AND SECONDED BY MS. SMITH AND CARRIED BY A ROLL CALL VOTE TO 

ACCEPT THE REVISED INVESTMENT POLICY STATEMENT FOR THE BUDGET STABILIZATION FUND. 

 

AYES: TREASURER SCHMIDT, MR. SEIBEL, MR. OLSON, COMMISSIONER GAEBE, MR. LECH, 

COMMISSIONER GODFREAD, MR. GESSNER, MS. SMITH, AND MS. TERNES 

NAYS: NONE 

MOTION CARRIED 

ABSENT: MR. MILLER, LT. GOVERNOR SANFORD 

 

IT WAS MOVED BY MS. SMITH AND SECONDED BY TREASURER SCHMIDT AND CARRIED BY A ROLL CALL 

VOTE TO ACCEPT THE REVISED INVESTMENT POLICY STATEMENT FOR THE CITY OF GRAND FORKS 

EMPLOYEE PENSION PLAN. 

 

AYES: MS. TERNES, MR. OLSON, COMMISSIONER GODFREAD, TREASURER SCHMIDT, COMMISSIONER 

GAEBE, MR. SEIBEL, MR. LECH, MS. SMITH, AND MR. GESSNER 

NAYS: NONE 

MOTION CARRIED 

ABSENT: MR. MILLER, LT. GOVERNOR SANFORD 

 

Code of Conduct 

 

The SIB was provided a copy of their Governance Process Policy B-8, Board Members’ Code 

of Conduct. As outlined in the policy, board members are annually required to affirm 

their understanding of the policy by signing and dating the acknowledgement. 

 

Fundamental Investment Beliefs 

 

Mr. Hunter provided an investment performance update as of May 31, 2017, and preliminary 

return estimates for Fiscal Year 2017. He also highlighted board education for the past 

biennium, the SIB’s annual planning cycle, and Strategic Investment Plan.  

 

CALLAN COLLEGE: 

 

Callan representatives Mr. Browning and Mr. Pirone presented educational segments on 

Capital Market Theory and Asset Allocation.  

 

The Board recessed at 10:40 a.m. and reconvened at 10:58 a.m. 

 

Mr. Erlendson presented an educational segment on Investment Policy Statements.  

 

Mr. Erlendson and Ms. Murtha presented an educational segment on the Role of the 

Fiduciary. 

 

OTHER: 

 

United Way representatives provided an overview of United Way and the impact and needs 

of the Bismarck/Mandan community. The State Government 2017 United Way Fund Drive is 

being co-chaired by Mr. Hunter and Lt. Governor Sanford.  

 

The next meeting of the SIB is scheduled for August 25, 2017, at 8:30 a.m. at the State 

Capitol, Peace Garden Room. 

 

The next meeting of the SIB Audit Committee is scheduled for September 22, 2017, at 1:00 

p.m. at the Retirement and Investment Office, Bismarck, ND. 
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ADJOURNMENT:  

 

With no further business to come before the SIB, Mr. Lech adjourned the meeting at 12:24 

p.m. 

 

__________________________________  

Mr. Rob Lech, Chairman   

State Investment Board  

 

___________________________________ 

Bonnie Heit 

Assistant to the Board 
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AGENDA ITEM III. 
 

TO:  State Investment Board (SIB) 
 

FROM: Dave Hunter, Executive Director/CIO 
 

DATE: August 25, 2017 
 

RE:  Election of Officers – July 2017 to June 2018 
 

In accordance with the SIB Governance Policy B-7 on “Annual Board Planning Cycle”, the SIB 
will conduct an “Election of Officers” each July.  The relevant By-Laws and Governance Policy of 
the SIB are highlighted immediately below for reference purposes. 

CHAPTER 3 - OFFICERS AND DUTIES 
 

Section 3-1.   The officers of the SIB are a Chair and Vice Chair, one of which must be an 

appointed or elected member of the TFFR or PERS Board.  The officers will be 

elected by the SIB to a one-year term at the first regularly scheduled meeting 

following July 1 of each year.  Vacancies will be filled by the SIB at the first 

scheduled meeting following the vacancy. 

 
Section 3-2. Chair. The Chair will preside at all meetings of the SIB. 

 

Section 3-3. Vice Chair. In the absence of the Chair, the Vice Chair will perform the duties of 
the Chair. 

 
Section 3-4.  Executive Director. An Executive Director will be retained by the SIB. The 

Executive Director will serve at the SIB's pleasure, be responsible for keeping the 

records of the SIB and TFFR Board actions, and perform such duties as the SIB 

prescribes.  The Executive Director will make out and give out all notices 

required to be given by law, procedures, or rules and regulations of the two 

boards. 

 
Policy Implemented: June 23, 1995. 

 

The chairperson's primary responsibility is to insure the integrity of the board's process. The 

chairperson is the only board member authorized to speak for the board other than in specifically 

authorized instances. 

 

1. The duty of the chairperson is to see that the board operates consistent with state 

law, administrative rules, and its own policies. 

 
A. The board agenda will be the responsibility and be coordinated by the 

chairperson. 

B. Meeting discussion content will only be those issues which, 

according to board policy, clearly belong to the board and not the 

executive director, or in a board member's opinion, may deal with 

fiduciary responsibilities. 

C. Deliberation will be fair, open, and thorough, but also efficient, 

timely, orderly, and brief. 

D.  The chairperson shall appoint a parliamentarian. 



 

Board Action Requested 
  
TO:  STATE INVESTMENT BOARD 
  
FROM: David Hunter, ED/CIO and Terra Miller-Bowley, Supervisor of Audit Services 
   
DATE:            August 21, 2017 
  
RE:                 Audit Committee Appointments 
 
As directed by SIB Policy B-6, Governance Process/Standing Committees, the Audit Committee shall 
consist of five members selected by the SIB. Three members of the Audit Committee represent the 
three groups on the SIB (TFFR board, PERS board, and the elected and appointed officials). The other 
two members will be selected from outside of the SIB and will be auditors with at least a Certified 
Public Accountant (CPA) or Certified Internal Auditor (CIA) designation. 
 
The SIB previously approved the following four Board representatives for the past year: 
 
Rebecca Dorwart, CPA, CIA 
Joshua Wiens, CPA 
Cindy Ternes (Workforce Safety & Insurance designee) representing elected and appointed officials  
Michael Gessner, representing TFFR 
 
Background and Recommendation: 
 
SIB Policy B-6 states the following:  “An Audit Committee has been established as a standing 
committee of the SIB.  The Audit Committee will assist the SIB in carrying out its oversight 
responsibilities as they relate to RIO’s internal and external audit programs, including financial and 
other reporting practices, internal controls, and compliance with laws, regulations and ethics.”  Based 
on the strong performance of the Audit Committee during the past year with regards to assisting 
the SIB in carrying out its oversight responsibilities, the Executive Director and Supervisor of 
Audit Services recommend the re-appointment of the four existing audit committee members. 
RIO also notes the SIB needs to appoint one new member representing PERS. Yvonne Smith, 
Adam Miller and Chief Deputy Attorney General Troy Seibel represent PERS and each stated 
their willingness to serve on the Audit Committee for the upcoming fiscal year.  The new 
appointee will replace Mr. Mike Sandal, who retired from PERS and is no longer eligible to 
serve on the Audit Committee. 
 
Suggested Language for Board Recommendation and Motion: 
 
RIO recommends the re-appointment of four existing audit committee members including Ms. 
Rebecca Dorwart, Mr. Joshua Wiens, Ms. Cindy Ternes and Mr. Michael Gessner.  RIO also 
recommends that Ms. Yvonne Smith, Mr. Adam Miller or Chief Deputy Attorney General Troy 
Seibel serve as the fifth newly appointed audit committee member.   
 
 
 
 
 

AGENDA ITEM III.D. 



 

 
Rebecca Dorwart, CPA, CIA 
 

Ms. Rebecca Dorwart is currently the Human Resources Project Manager for MDU Resources Group, 
Inc., reporting to the Vice President of Human Resources.  Responsibilities in the role of Human 
Resources Project Manager include analysis of executive and board member total compensation, 
tracking multi-employer plan status, working with outside consultants on pension and post-retirement 
valuations, leading the preparation of compensation related sections of the proxy statement and 
providing audit resolution assistance to business units on human resources related control 
deficiencies.   
 
Prior to her new assignment, Rebecca was the Director of Internal Controls for MDU Resources 
Group, Inc. for four years where she was responsible for the risk assessment of company-wide 
financial processes and controls and the coordination of the company’s Sarbanes-Oxley compliance 
program. She reported to the Vice President/Chief Financial Officer but also communicated with the 
Audit Committee of MDU Resources Group’s Board of Directors.  
 
Ms. Dorwart also served as the Director of Internal Auditing MDU Resources Group, Inc. for nine 
years where she managed all internal audit functions of MDU and coordinates the work with the 
external audit. She directly supervised eleven internal auditors and reported to the Vice 
President/Chief Financial Officer, President and Chief Executive Officer and the Audit Committee of 
MDU Resources Group’s Board of Directors. 
 
Rebecca worked for the Montana Office of the Legislative Auditor as a financial compliance auditor 
for five years before joining MDU Resources Group, Inc. in 1992. At MDU Resources Group, Inc., 
Becky worked in the Internal Auditing Department until 1997 when she was transferred to Portland, 
Oregon as General Accounting Manager for International Line Builders, Inc., a MDU acquisition. In 
1999, she transferred to Medford, Oregon as Senior Business Development Analyst for Knife River 
Corporation, working on the merger and acquisition of construction materials related businesses. In 
February of 2003, she was named Internal Auditing Manager for MDU Resources Group, Inc. She is 
active in the local chapter of the IIA. 

 
Joshua J. Wiens, CPA 
 

Mr. Joshua Wiens currently serves as Chief Financial Officer of McDonalds of Bismarck-Mandan. 
Joshua manages the finances and accounting for six McDonalds stores in Bismarck and Mandan 
including all accounting and payroll related functions. He also manages the insurance and Affordable 
Care Act regulations and reporting for employees in addition to submitting monthly and annual 
financial statements to McDonalds Corporation.  Joshua has served in this role since 2013 to date. 
 
Mr. Wiens concurrently acts as Chief Financial Officer for Shiloh Christian School in Bismarck.  
Joshua effectively manages the business side of this private school which includes a $3.6 billion 
budget and working with a bank and contractor on construction projects and financing along with 
handling numerous vendor relationships for the school.   
 
Prior to serving as CFO for his two current employers, Joshua was a Senior Audit Manager for Eide 
Bailly, LLP in Bismarck. Mr. Wiens specialized in non-profit/government, financial institution, small 
business and construction contractor audits and consulting. Clients ranged in size from $100,000 to $5 
billion in assets and total revenues of up to $100 million. Joshua’s 15 years of professional auditing 
experience with Eide Bailly is ideal for serving as a member of the SIB Audit Committee. His resume 
is attached for further reference including his career accomplishments and professional education. 



State Investment Board 
Asset and Investment Performance Overview 

For the periods ended June 30, 2017 

August 22, 2017 

 

 

 

 

Dave Hunter, Executive Director / CIO 

Darren Schulz, Deputy Chief Investment Officer 

ND Retirement & Investment Office (RIO) 

State Investment Board (SIB)  
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 SIB client assets grew by approximately 8.6% (or 
$971 million) in the last year due to a combination 
of Legacy Fund and Pension Trust asset growth of 
$878 million and $577 million, respectively. 

 The Pension Trust posted a net return of 12.96%  in 
the last year.  During the last 5-years, the Pension 
Trust generated a net annualized return of 9.14%, 
exceeding the performance benchmark of 8.20%. 

 The Insurance Trust generated a net return of 
7.80% in the last year.  During the last 5-years, the 
Insurance Trust posted a net annualized return of 
5.45%, exceeding the performance benchmark of 
3.90%. 

 The Legacy Fund generated a net investment gain 
of 12.03% for the year ended June 30, 2017, 
exceeding its performance benchmark.  During the 
last 5-years, the Legacy Fund has generated a net 
annualized return of 4.76%, exceeding the 
performance benchmark of 3.84%. 

 SIB client assets totaled approximately $12.3 billion 
as of June 30, 2017, based on unaudited 
valuations. 

 Market Values  Market Values 

Fund Name  as of 6/30/17 (1)  as of 6/30/16 (2)

Pension Trust Fund 

Public Employees Retirement System (PERS) 2,781,347,058 2,459,388,086

Teachers' Fund for Retirement (TFFR) 2,318,214,334 2,082,183,640

City of Bismarck Employees Pension 91,954,165 82,441,003

City of Grand Forks Employees Pension 63,392,384 57,975,758

City of Bismarck Police Pension 38,136,784 33,983,598

Grand Forks Park District 6,160,568 5,720,245

Subtotal Pension Trust Fund 5,299,205,292 4,721,692,330

Insurance Trust Fund  

Workforce Safety & Insurance (WSI) 1,894,614,791 1,832,104,203

City of Fargo FargoDome Permanent Fund 41,634,918 38,782,721

PERS Group Insurance Account 37,500,315 37,715,356

State Fire and Tornado Fund 22,008,326 24,091,203

Petroleum Tank Release Compensation Fund 6,396,410 7,149,512

Budget Stabilization Fund 6,127,844 575,918,381

State Risk Management Fund 5,781,003 6,534,801

State Risk Management Workers Comp Fund 5,534,628 5,516,177

Insurance Regulatory Trust Fund 5,289,164 1,085,836

ND Association of Counties (NDACo) Fund 4,383,920 4,048,863

State Bonding Fund 3,374,399 3,296,372

ND Board of Medicine 2,179,911 2,208,667

Bismarck Deferred Sick Leave Account 698,131 642,265

Cultural Endowment Fund 431,470 386,452

Subtotal Insurance Trust Fund 2,035,955,230 2,539,480,809

Legacy Trust Fund

Legacy Fund 4,687,963,729      3,809,485,177 

PERS Retiree Insurance Credit Fund 116,150,947 101,623,224

Job Service of North Dakota Pension 97,332,820 96,588,333

ND Tobacco Prevention and Control Trust Fund 57,462,736 54,366,538

Total Assets Under SIB Management 12,294,070,754 11,323,236,410

(1)  6/30/17 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 5-year periods ended June 30, 2017, while adhering to 
approved risk levels and generating at least 0.50% of positive Risk Adjusted Excess Return (over the last 5-years).   
 

PERS and TFFR earned 13.0% and 12.9%, respectively, for the 1-year ended June 30, 2017.  TFFR and PERS each earned over 
9.1% for the 5-years ended June 30, 2017.  Global equities were the primary performance driver and gained 19% last year with 
U.S. Small Cap up 25% and Emerging Markets up 24%, while the S&P 500 index was up 18%.  Our private equity portfolio posted 
strong absolute returns of 11% over the last year.  U.S. fixed income was our # 1 generator of excess return and earned 6% last 
year versus -0.31% for the Bloomberg Aggregate Index. Global Real Asset returns were mixed with Real Estate and Infrastructure 
each earning over 9.1% last year, while our Timber portfolio declined 9.4% in fiscal 2017.   
 

 

Non-Pension Trust:   
 

Every Non-Pension Trust client generated positive Excess Return and positive Risk Adjusted Excess Returns for the 5-years ended 
June 30, 2017, with two exceptions for the PERS Retiree Health Insurance Credit Fund and PERS Group Insurance. 
 

The Legacy Fund earned 12% for the 1-year ended June 30, 2017, which translates into over $450 million of net investment 
income (including unrealized gains).  The Legacy Fund’s U.S. Equity portfolio earned over 19% last year, while International 
Equities earned nearly 24%.  U.S. Fixed Income also performed well with a 3.5% return versus -0.31% for the Bloomberg 
Aggregate Index.  Diversified Real Assets and Real Estate returns exceeded their respective benchmarks and earned over 2% and 
8%, respectively, in the last year.  Our second largest non-Pension Trust client, WSI, also generated strong returns by earning 
over 8.2% for the 1-year ended June 30, 2017.   
 

Risk, as measured by standard deviation, was within approved levels for all SIB clients for the 5-years ended June 30, 2017.   
 

Actual asset allocations are within Target ranges and guidelines as confirmed by Callan Associates as of June 30, 2017. 
 

Note:  Current year returns are unaudited and subject to change. 
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Returns and Risk:  Every Pension Trust client portfolio generated positive “Excess Return” for the  
3- and 5-year periods ended June 30, 2017, while adhering to prescribed risk levels (e.g. within 
115% of the Policy Benchmark for the 5-years ended 6/30/2017). 

Note:  Amounts 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

6/30/2017 6/30/2017 6/30/2017 6/30/2017 6/30/2017

PERS - $2.8 billion

Total Fund Return - Net 13.05% 5.49% 9.16% 4.8% 0.50%

Policy Benchmark Return 11.87% 4.75% 8.25% 4.6%

Excess Return 1.18% 0.74% 0.90% 105%

TFFR - $2.3 billion

Total Fund Return - Net 12.92% 5.44% 9.18% 4.8% 0.52%

Policy Benchmark Return 11.63% 4.69% 8.25% 4.6%

Excess Return 1.29% 0.76% 0.94% 105%

Bismark Employee - $92 million

Total Fund Return - Net 11.56% 5.26% 8.48% 4.2% 0.57%

Policy Benchmark Return 9.98% 4.48% 7.38% 4.0%

Excess Return 1.58% 0.78% 1.10% 107%
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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.  

Risk Adjusted 

Excess Returns 

for the 5-years 

ended June 30, 

2017, were 

positive for all 

Pension Trust 

clients ranging 

from 0.50% for 

PERS to 0.79% 

for Job Service. 

 

Job Service is 

140+% funded 

& significantly 

de-risked its 

investment 

portfolio over 

the last year. 

Note:  Current year returns 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

6/30/2017 6/30/2017 6/30/2017 6/30/2017 6/30/2017

Bismarck Police - $38 million

Total Fund Return - Net 12.24% 5.26% 8.73% 4.6% 0.51%

Policy Benchmark Return 10.98% 4.56% 7.73% 4.3%

Excess Return 1.27% 0.70% 1.00% 106%

Job Service - $97 million

Total Fund Return - Net 5.63% 4.79% 7.86% 3.9% 0.79%

Policy Benchmark Return 7.85% 3.85% 6.42% 3.6%

Excess Return -2.22% 0.95% 1.44% 109%

Grand Forks Employee - $63 million

Total Fund Return - Net 12.84% 5.37% 9.18% 5.0% 0.51%

Policy Benchmark Return 12.07% 4.83% 8.38% 4.8%

Excess Return 0.77% 0.54% 0.80% 103%

Grand Forks Park District - $6 million

Total Fund Return - Net 12.74% 5.65% 9.46% 4.9% 0.73%

Policy Benchmark Return 11.83% 4.96% 8.55% 4.8%

Excess Return 0.92% 0.69% 0.91% 102%
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Returns and Risk:  All 

but two Non-Pension 

Trust client generated 

positive Excess Return 

and Risk Adjusted 

Excess Return for the 

5-year period ended 

June 30, 2017 (if 

applicable).  These 

returns were achieved 

while adhering to 

reasonable risk levels 

which were generally 

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 3 Yrs Ended 5 Yrs Ended

Risk

5 Yrs 

Ended

Risk Adj 

Excess 

Return

5 Yrs Ended

6/30/2017 6/30/2017 6/30/2017 6/30/2017 6/30/2017

Legacy Fund - $4.7 billion

Total Fund Return - Net 12.03% 5.36% 4.77% 3.9% 0.59%

Policy Benchmark Return 9.91% 4.37% 3.76% 3.5%

Excess Return 2.12% 1.00% 1.01% OK

Workforce Safety Insurance - $1.9 billion

Total Fund Return - Net 8.29% 5.02% 6.98% 3.3% 1.37%

Policy Benchmark Return 5.20% 3.75% 5.01% 3.0%

Excess Return 3.09% 1.27% 1.97% OK

Budget Stabilization - $6 million

Total Fund Return - Net 0.80% 1.49% 1.66% 0.7% 0.55%

Policy Benchmark Return 0.37% 0.87% 0.71% 0.5%

Excess Return 0.42% 0.62% 0.95% OK

Fire & Tornado Fund - $22 million

Total Fund Return - Net 9.30% 5.00% 7.62% 3.7% 0.79%

Policy Benchmark Return 6.47% 3.83% 5.74% 3.2%

Excess Return 2.83% 1.17% 1.88% OK
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7 Note:  Current year returns are unaudited and subject to change. 

SIB Client 

Commentary:   
 

The 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 June 30, 2017, 

including Excess 

Returns of 1.20% or 

more. 

Current 

FYTD 3 Yrs Ended 5 Yrs Ended

Risk

5 Yrs 

Ended

Risk Adj 

Excess 

Return

5 Yrs Ended

6/30/2017 6/30/2017 6/30/2017 6/30/2017 6/30/2017

State Bonding Fund - $3 million

Total Fund Return - Net 2.40% 2.37% 2.83% 2.0% 1.14%

Policy Benchmark Return 0.05% 1.48% 1.30% 1.7%

Excess Return 2.34% 0.90% 1.52% OK

Insurance Reg. Trust Fund - $5 million

Total Fund Return - Net 7.40% 3.60% 5.79% 3.0% 0.41%

Policy Benchmark Return 5.69% 2.93% 4.60% 2.6%

Excess Return 1.70% 0.67% 1.20% OK

Petroleum Tank Release Compensation Fund - $6 million

Total Fund Return - Net 2.23% 2.18% 2.54% 1.8% 1.04%

Policy Benchmark Return 0.09% 1.36% 1.20% 1.6%

Excess Return 2.14% 0.82% 1.34% OK

State Risk Management Fund - $5.8 million

Total Fund Return - Net 8.27% 5.58% 7.81% 3.4% 1.03%

Policy Benchmark Return 5.47% 4.39% 5.79% 3.0%

Excess Return 2.80% 1.19% 2.02% OK
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SIB Client 

Commentary:   
 

The State Risk 

Management 

Workers 

Compensation Fund, 

North Dakota 

Association of 

Counties, City of 

Bismarck Deferred 

Sick Leave Account 

and FargoDome 

Permanent Fund 

have all posted 

positive Risk 

Adjusted Excess 

Returns for the 5-

years ended June 30, 

2017, including 

Excess Returns of 

1.85% or more. 
 

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

Current 

FYTD 3 Yrs Ended 5 Yrs Ended

Risk

5 Yrs 

Ended

Risk Adj 

Excess 

Return

5 Yrs Ended

6/30/2017 6/30/2017 6/30/2017 6/30/2017 6/30/2017

State Risk Management W/C Fund - $5.5 million

Total Fund Return - Net 9.41% 6.03% 8.63% 3.8% 1.02%

Policy Benchmark Return 6.83% 4.90% 6.69% 3.4%

Excess Return 2.58% 1.13% 1.94% OK

ND Assoc. of Counties - $4.4 million

Total Fund Return - Net 8.30% 4.58% 6.92% 3.5% 0.74%

Policy Benchmark Return 5.51% 3.44% 5.07% 2.9%

Excess Return 2.79% 1.14% 1.85% OK

Bismark Deferred Sick Leave - $700,000

Total Fund Return - Net 8.85% 4.99% 7.38% 3.7% 0.92%

Policy Benchmark Return 5.44% 3.62% 5.24% 3.0%

Excess Return 3.41% 1.37% 2.15% OK

FargoDome Permanent Fund - $42 million

Total Fund Return - Net 12.25% 5.50% 9.16% 4.9% 0.93%

Policy Benchmark Return 9.74% 4.38% 7.46% 4.5%

Excess Return 2.51% 1.11% 1.70% OK
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SIB Client Specific Commentary: 
 

The Cultural Endowment Fund has 

generated the highest absolute level 

of net investment returns (of 10.37%) 

over the last 5-years. 
 

The Board of Medicine became an SIB 

client two years ago noting they were 

previously investing in Certificates of 

Deposit. 
 

PERS Retiree Health absolute returns 

have been reasonable the last 5-years 

(8.80%) but disappointing on a risk 

adjusted basis.(-0.64%).  We are re-

examining SEI’s benchmarks and risk 

and return profile. 
 

PERS Group Insurance performance 

for the fiscal year ended June 30, 2017 

is disappointing but within 0.04% of 

the Policy Benchmark Return over the 

last 5-years.   

 

The Tobacco Prevention and Control 

Trust Fund was transferred to OMB 

regulatory oversight on July 1, 2017. 
 

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

Current 

FYTD 3 Yrs Ended 5 Yrs Ended

Risk

5 Yrs 

Ended

Risk Adj 

Excess 

Return

5 Yrs Ended

6/30/2017 6/30/2017 6/30/2017 6/30/2017 6/30/2017

Cultural Endowment Fund - $431,000

Total Fund Return - Net 12.71% 6.62% 10.37% 4.9% 0.83%

Policy Benchmark Return 10.79% 5.66% 8.76% 4.5%

Excess Return 1.93% 0.96% 1.62% OK

Board of Medicine - $2 million

Total Fund Return - Net 5.29% 3.19%

Policy Benchmark Return 4.06% 2.40%

Excess Return 1.23% 0.79%

PERS Retiree Health - $116 million

Total Fund Return - Net 11.81% 5.09% 8.80% 5.3% -0.64%

Policy Benchmark Return 11.32% 5.42% 8.83% 4.9%

Excess Return 0.49% -0.32% -0.03% OK

PERS Group Insurance - $37 million

Total Fund Return - Net 0.08% 0.52% 0.38% 0.6% -0.06%

Policy Benchmark Return 0.37% 0.65% 0.42% 0.5%

Excess Return -0.29% -0.12% -0.04% OK

Tobacco Prevention & Control - $57 million

Total Fund Return - Net 1.66%

Policy Benchmark Return 1.67%

Excess Return -0.02%
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Pension Trust “gross” returns were ranked in the 27th percentile for the 5-years  
ended June 30, 2017, based on Callan’s “Public Fund Sponsor Database”. 



Board Action Requested 

Remove PIMCO from Watch List 
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After extensive due diligence by investment staff and consultation with Callan, RIO 

recommends that PIMCO be removed from our Watch List.  PIMCO was originally placed on Watch 

following the resignation of co-founder and CIO Bill Gross on September 26, 2014.  PIMCO remained 

on Watch during the last three years largely due to continued senior management changes at the firm.  

Most recently, Mr. Emmanuel (Manny) Roman was named PIMCO’s CEO on July 19, 2016.  Mr. Roman 

is an investment professional with nearly 30 years of experience including executive leadership roles at 

Goldman Sachs and serving as CEO of Man Group PLC (one of the world’s largest publicly traded 

alternative asset managers) since 2013.  Recent staff meetings with Manny and Group CIO Dan 

Ivascyn confirm our belief that PIMCO has successfully emerged from the post-Bill Gross era noting 

that firm asset levels have stabilized at roughly $1.6 trillion. 
 

Total SIB assets with PIMCO were valued at $786 million as of June 30, 2017, including $184 

million in Agency MBS, $68 million in Unconstrained, $206 million in DISCO, $115 million in BRAVO 

and $213 million in U.S. Small Cap Equity. Investment performance for each of these strategies 

have met, if not exceeded staff expectations since inception. In general, PIMCO has exceeded 

our expectations in the private market strategies (including DISCO and BRAVO which have 

produced double digit returns per annum since inception) and met our expectations in the public 

markets (including Agency MBS and Unconstrained which earned 2% to 3.5% p.a. since inception and 

U.S. Small Cap which earned 7.2% p.a. since inception, but 14.6% p.a. the last 5-years). 
 

RIO requests the SIB approve the recommendation to remove PIMCO from our Watch List 

noting that PIMCO’s senior management team appears to have stabilized in recent years and 

noting that investment performance has consistently met or exceeded our expectations since 

inception including the most recent 3-to-5 year periods. 



Asset and Investment Performance Highlights 
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 SIB client assets reached an all-time high of nearly $12.3 billion as of June 30, 2017. 
 

 Investment returns exceeded policy benchmarks for 99% of SIB client assets under 

management for the 5-years ended June 30, 2017, while noting that prescribed risk levels (as 

measured by standard deviation) were adhered to for all client portfolios without exception. 
 

 PERS and TFFR earned 13.0% and 12.9%, respectively, for the year ended June 30, 2017, 

exceeding their policy benchmarks by over 1% and generating $45 million of excess return 

(in fiscal 2017).  For the 5-years ended June 30, 2017, PERS and TFFR each earned over 9.1% 

per annum including 0.75% of excess return which translates into $150 million of 

incremental income (over the last 5 years). 
 

 Legacy Fund earned 12% for the year ended June 30, 2017, surpassing its policy benchmark 

by over 1.5% which translates into $60 million of incremental income in fiscal 2017. 
 

 Workforce Safety & Insurance earned 8.2% and 6.9% for the 1- and 5-year periods ended 

June 30, 2017, beating its policy benchmarks by at least 1.5% which translates into over $100 

million of incremental income for WSI over the last 5-years. 
 

 BND’s deposit program is being enhanced to raise the interest rate up to 0.10% above the 

effective federal funds rate for overnight investments and may incorporate separate fixed 

rate CD’s with terms up to 3-years. Given BND’s AA deposit rating and short-term nature of 

these investments, RIO deems the interest rate risk to be reasonable noting aggregate BND 

exposure will not exceed the SIB approved $200 million level. 
 

The above amounts are based on unaudited data that is deemed to be materially accurate but subject to change. 



 

 

AGENDA ITEM IV.B.  

 

BOARD ACTION REQUESTED 

 

To: State Investment Board 

From: Dave Hunter, Executive Director / CIO 

Date: August 21, 2017 

RE: New SIB Client Request 

______________________________________________________________________ 

 
SIB Client Inquiry:   
 

Mr. Matthew Gardner, North Dakota Parks and Recreations Department (NDPRD) 
Manager, inquired if an endowment trust for the Lewis and Clark Fort Mandan Foundation 
could become a client of the SIB.  NDPRD recently received $650,000 in the trust and 
worked through Assistant Attorney General, Joseph Bialke “Dutch” on the transfer.  The 
intent of the trust is for ongoing maintenance of the Lewis and Clark Interpretive Center for 
Fort Mandan (Center). Their hope would be to use the investment income on a biennial 
basis to offset maintenance costs of the Center. 
 
RIO Response:   
 

Upon further review and discussion with the Office of the Attorney General, RIO informed 
Mr. Gardner that the SIB could accept NDPRD as a contract client, but not without a 
restructuring of the Lewis and Clark Trust.  As such, Assistant Attorney General Joseph 
Bialke requested the NDPRD take one of the two recommended actions. 
 

1. Request the current Advisory Board approve transferring the entire corpus of the 
trust to NDPRD under Article V (a) and (b); or 

2. Amend the trust again to change the trustee from the L&C Foundation to NDPRD. 
 
Assistant Attorney General Janilyn Murtha indicated that both options are 
acceptable and will be present at the SIB for further consultation and guidance. 
 
If the SIB desires, RIO will inform NDPRD of the SIB’s willingness or unwillingness 
to accept NDPRD as an investment client for the above stated trust funds at a future 
date. 
 



August 25, 2017 
Dave Hunter, Darren Schulz and Eric Chin 



 Evolving fixed income landscape and stage of credit 
cycle merited a review of the Pension Trust’s current 
fixed income manager structure 

 In January, Staff presented a conceptual framework 
encompassing the following changes: 

– Increasing anchor of high quality, low risk, highly liquid U.S. 
investment grade core fixed income aka “High Quality Core” 

– Diversifying traditional non-investment grade with high yield/loan 
alternatives and private credit aka “Diversified Credit” 

– Transitioning non-U.S./global developed fixed income into U.S. 
centric fixed income 

2 



Initially discussed at the Jan. 2017 Board Meeting 
• Barbelled approach 

 
 
 
 
 
 
 
 

 
• Increase allocation to investment grade instruments 
• Reallocate current investment grade assets into two Core Bond 

mandates—allow managers to tactically shift allocations across 
investment grade assets 
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High Quality Core  
• Low Risk 
• Liquid 
• Low Returns 
• 65% Target 

Diversified Credit 
• Moderate Risk 
• Less Liquid 
• Higher Returns 
• 35% Target 
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CURRENT Target Projected Projected

Pension Trust Allocation Return Risk

U.S. Investment Grade (IG) # 13.3% 2% 3.0% 2% 3.8%
U.S. High Yield Debt (HY) # 4.6% 1% 4.8% 2% 10.4%
International Debt #### 5.4% 0% 1.4% 2% 9.2% -286.146
Fixed Income 23.3% (1) 3.0% 6.3% (3)

$5,299

PROPOSED Target Projected Projected Pension $
Pension Trust Allocation Return Risk $5.3 billion
U.S. Investment Grade (IG)# 16.3% 2% 3.0% 3% 3.8% $864
Diversified Credit (DC) # 7.0% 1% 4.8% 3% 10.4% $371
International Debt (a) 0% 0.0% 0% 1.4% 0% 9.2% $0

Fixed Income 23.3% (2) 3.5% 5.7% (4) $1,235

RIO's Fixed Income Recommendation:

PENSION TRUST - Fixed Income Only
Fixed Income Restructuring to Improve Returns and Reduce Risk

If International Debt (a) is eliminated while U.S. Investment Grade and Diversified 
Credit are increased by 3% and 2.4%, respectively, Projected Return would increase 
from 3.0% (1) to 3.5% (2), while Projected Risk would decline from 6.3% (3) to 5.7% (4).
Key Point:  RIO's Recommendation Increases Projected Returns 0.5% and 
Decreases Projected Risk 0.6% of "Fixed Income" in the Pension Trust.
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57%
20%

23%

Existing Fixed Income Structure

Domestic Invest Grade Domestic Below Invest Grade Global/Non-U.S. Invest Grade

65%

35%

Proposed Fixed Income Structure

High Quality Core Diversified Credit
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Disclosures

Past performance is not a guarantee or a reliable indicator of future results. Shares distributed by PIMCO Investments LLC.

PIMCO is a registered trademark of Allianz Asset Management of America L.P. and Pacific Investment Management Company LLC, in the United 
States and throughout the world.

For professional use only. Client-specific update – not for public distribution.
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Biographical information

Stephanie L. King, CFA

Ms. King is an executive vice president, head of the U.S. public client practice and an account manager in the Newport Beach office, focusing on 
institutional investors within the public sector. Previously at PIMCO, she worked with a variety of institutional client types and headed the U.S. 
corporate client practice. Additionally, she led the firm’s global recruiting function as part of PIMCO’s business management group and worked on 

a variety of talent management initiatives. She currently serves on the steering committee for PIMCO’s global inclusion, diversity and culture 
initiative. Prior to joining PIMCO in 2001, she was with Morgan Stanley, Blue Capital Management and Bain & Company. She has 18 years of 

investment experience and holds an MBA from Stanford University Graduate School of Business and an undergraduate degree from the Wharton 
School of the University of Pennsylvania.

Scott A. Mather

Mr. Mather is CIO U.S. Core Strategies and a managing director in the Newport Beach office. He is a member of the Investment Committee and a 

generalist portfolio manager. Mr. Mather also oversees ESG portfolio integration in the U.S. Previously he was head of global portfolio 
management. Before that, he led portfolio management in Europe, managed euro and pan-European portfolios and worked closely with many 

Allianz-related companies. He also served as a managing director of Allianz Global Investors KAG. Prior to these roles, Mr. Mather co-headed 
PIMCO's mortgage- and asset-backed securities team. Prior to joining PIMCO in 1998, he was a fixed income trader specializing in mortgage-
backed securities at Goldman Sachs in New York. He has 22 years of investment experience and holds a master's degree in engineering, as well as 

undergraduate degrees, from the University of Pennsylvania.
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5

Relationship summary: North Dakota State Investment Board and PIMCO

As of 31 July 2017
1 Performance reported net of fees (including unrealized and realized carry and is shown since inception for each private fund- assumes that each fund is liquidated at the end of the stated reporting
period)
* Originally invested in the PIMCO Unconstrained Bond Fund on 05 March 2012
** As of 30 June 2017
*** Final performance figure for the commingled vehicle. Original capital commitment in DiSCO I was $50,000,000. Original capital commitment in DMF was $20,000,000

Name Inception Market Value

Annualized Performance                     

Since Inception /                                      

After Fee IRR1

Public Investments 

Agency MBS 30 March 2012 184,371,068$                                2.1

Unconstrained Bond* 31 March 2014 68,420,077$                                  3.5

RAE Fundamental U.S. Small - Insurance 30 June 2007 40,563,035$                                  7.1

RAE Fundamental U.S. Small - Legacy 28 February 2015 172,339,311$                                7.4

Private Investments

DiSCO II – Pension 07 October 2011 108,345,259$                                14.6

DiSCO II – Insurance 07 October 2011 97,402,771$                                  14.6

BRAVO II – Pension** 11 October 2013 57,304,239$                                  11.9

BRAVO II – Insurance** 11 October 2013 57,304,239$                                  11.9

DiSCO I*** 30 June 2008 - 11.0

Distressed Mortgage Fund*** 31 October 2007 - 9.0

Total: 786,049,999$                             



2. PIMCO organizational review
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PIMCO at a glance

As of 30 June 2017. SOURCE: PIMCO.

PIMCO_Update_01_US
https://www.pimco.com/our-firm

MUNICH
2000

ZURICH
2009MILAN

2012

LONDON
1998

TORONTO
2004

NEW YORK
2001

NEWPORT
BEACH

1971

RIO DE JANEIRO
2012

SYDNEY
1997

TOKYO
1997

HONG KONG
2006

SINGAPORE
1996

2,150+
Employees around the world

675+
Global investment professionals

225
Portfolio Managers with an average of 
15 years investment experience

160+
Investment professionals who have 
been at PIMCO for more than 10 years 

55+
Global Credit Analysts

14
Sector Specialty Desks

12
Global offices throughout the Americas, 
Europe and Asia

$1.61 trillion
Assets under management
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PIMCO: Focused on delivering returns and managing risks

PIMCO_Update_02

For fund investors only

PIMCO Today Looking Ahead

Assets under management

• $1.61 trillion¹

Deep global resources and expertise

• Over 2,150 total employees

– Over 675 investment professionals

– 225 portfolio managers with 15yrs average 
investment experience

• PIMCO Global Advisory Board

Time-tested investment philosophy

• Diversified set of alpha engines

– Top Down

– Bottom Up

– Structural tilts

What We Stand For

• PIMCO is committed to being the world’s premier fixed income investment manager

Client objectives driving focus

• Investing in technology to bolster capabilities

• Expanding expertise across fixed income, quantitative investing and alternative strategies 

• Integrating ESG with dedicated platform and resources

• Delivering customized solutions to meet the dynamic needs of our clients

Industry leading and community minded

• Total Return turns 30!

• Ranked best fund family for 2016 by Barron’s2

• 9th annual global week of volunteering

• 2017 Civic 50 Award 

Thought Leadership

Pivot Points
2017 Secular Outlook

Bond by Bond
No Shortcuts in Credit Research

Bonds are Different 
Active vs. Passive Management in 12 Points

Fiscal Geopolitics

Exchange ratesMonetary
Pivot 

Points

Credit views

B
o

tt
o

m
-u

p

Trade
As of 30 June 2017

¹ Effective 31 March 2012, PIMCO began reporting the assets managed on behalf of its parent’s affiliated companies as part of its assets under management.
2 Fund Family rakings: 1Yr. 2 out of 61; 5Yrs. 1 out of 54, and; 10 Yrs. 1 out of 53. Barron’s/Lipper ranking 2016 is based on after fees performance weighted by asset size, relative to the fund family’s other 

assets in its general classification. Performance of a fund family’s largest funds can materially affect a firm’s ranking. To be included in the ranking, a firm must have at least three funds in the general 
equity category, one world equity, one mixed equity (e.g., balanced or target-date fund), two taxable bonds, and one tax-exempt bond fund. Single-sector, country, and state-specific municipal-bond 
funds are not factored into the score; nor are Standard & Poor’s 500 index funds. Past rankings are no guarantee of future rankings.
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Assets under management by strategy
PIMCO manages $1.61 trillion in assets, including $1.22 trillion in third-party client assets

asst_summary_01_USD

As of 30 June 2017. SOURCE: PIMCO
Assets reflect those managed on behalf of third-party clients and exclude affiliated assets. Fund of funds assets have been netted from each strategy. 
Potential differences in asset totals are due to rounding. Represents assets of strategy group in dedicated and non-dedicated portfolios.
¹ Total Return has been segregated to isolate the assets of PIMCO sponsored U.S. Total Return 1940-act fund and foreign pool fund accounts. All other U.S. Total Return portfolios are included in the 
Intermediate category.
² Stable value assets have not been netted from U.S. Total Return, U.S. Moderate Duration and U.S. Low Duration assets.
³ Tail-risk hedging assets reflect total notional value of dedicated mandates and are not counted towards PIMCO total assets under management.

Alternatives Billions ($)

Hedge Funds Global macro, long/short credit, multi-asset volatility arbitrage strategies, relative value commodities 17.35

Liquid Absolute Return Unconstrained bond strategies, credit absolute return, other absolute return strategies 16.13

Opportunistic/Distressed Opportunistic strategies focusing on real estate related assets (residential, commercial), corporate credit 7.42

Asset Allocation

Asset Allocation Strategies Global Multi Asset, All Asset, EM Multi Asset, RealPath, Inflation-Response Multi Asset, DRA 36.40

Equities

Equity Strategies Combines enhanced equities and active equities 25.62

Real Return

Real Return Strategies Combines inflation linked strategies, actively managed commodities, and real-estate linked exposure 59.52

Fixed Income

Total Return
1 Total Return 91.57

Intermediate
2 Core Strategies, Moderate Duration 109.05

Credit Investment Grade Corporates, Bank Loans, High Yield Corporates, Convertibles 206.05

Long Duration Focus on long-term bonds; asset liability management 144.86

Income Income-oriented, insurance income 181.97

Global Non-US and global multiple currency formats 96.86

Cash Management
2 Money Market, Short-Term, Low Duration 102.64

Emerging Markets Local debt, external debt, currency 39.76

Mortgages Agency MBS, structured credit (non-Agency MBS, CMBS, and ABS) 31.56

Diversified Income Global credit combining corporate and emerging markets debt 20.42

Municipals Tax-efficient total return management 15.78

Other Custom mandates 15.94

Total assets under management $ 1,218.90 B

Stable Value
2 Stable income with emphasis on principal stability 19.81

Tail-Risk Hedging
3 Pooled and customized portfolios of actively managed tail-risk hedges 32.24



North Dakota State 
Investment Board
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Disclosures

For institutional investor use only

Investors should consider the investment objectives, risks, charges and expenses of the funds carefully before investing. This and other information are 
contained in the fund’s prospectus and summary prospectus, if available, which may be obtained by contacting your investment professional or PIMCO 
representative or by visiting www.pimco.com. Please read them carefully before you invest or send money.

These materials are being provided on the express basis that they and any related communications (whether written or oral) will not cause Pacific Investment Management Company LLC (or any affiliate) 
(collectively, “PIMCO”) to become an investment advice fiduciary under ERISA or the Internal Revenue Code, as the recipients are fully aware that PIMCO (i) is not undertaking to provide impartial 
investment advice, make a recommendation regarding the acquisition, holding or disposal of an investment, act as an impartial adviser, or give advice in a fiduciary capacity, and (ii) has a financial interest 
in the offering and sale of one or more products and services, which may depend on a number of factors relating to PIMCO (and its affiliates’) internal business objectives, and which has been disclosed to 
the recipient.  These materials are also being provided on PIMCO’s understanding that the recipients they are directed to are all financially sophisticated, capable of evaluating investment risks 
independently, both in general and with regard to particular transactions and investment strategies.  If this is not the case, we ask that you inform us immediately.  You should consult your own separate 
advisors before making any investment decisions.

These materials are also being provided on the express basis that they and any related communications will not cause PIMCO (or any affiliate) to become an investment advice fiduciary under ERISA or 
the Internal Revenue Code with respect to any recipient or any employee benefit plan or IRA because: (i) all recipients are acting as or on behalf of a U.S. registered investment adviser, a U.S. registered 
broker-dealer, a bank regulated by the United States or any State, an insurance company licensed by more than one State to manage the assets of employee benefit plans subject to ERISA (and together 
with plans subject to Section 4975 of the Internal Revenue Code, “Plans”), or a fiduciary with respect to such Plan(s) with at least $50 million of client assets under management and control, (ii) the 
recipients are all independent of PIMCO and its affiliates, (iii) upon review of all relevant facts and circumstances, the recipients have concluded that they have  no financial interest, ownership interest, or 
other relationship, agreement or understanding with PIMCO or any affiliate that would limit any fiduciary responsibility that any recipient may have with respect to any Plan on behalf of which this 
information may be utilized, and (iv) the recipient is, or is represented by, an independent fiduciary that satisfies the criteria set forth in 29 C.F.R. § 2510.3-21(c)(1),  including but not limited to paragraphs 
(c)(1)(i), (ii), and (iv).  If this is not the case, or if there is any relationship with any recipient of which you are aware that would call into question the recipient’s ability to independently fulfill its 
responsibilities to any such Plan, we ask that you let us know immediately.  

The information provided herein is intended to be used solely by the recipient in considering the products or services described herein and may not be used for any other reason, personal or otherwise. 

PIMCO Investments LLC

CMR2017-0818-285605
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Biographical information

Stephanie L. King, CFA

Ms. King is an executive vice president, head of the U.S. public client practice and an account manager in the Newport Beach office, focusing on 
institutional investors within the public sector. Previously at PIMCO, she worked with a variety of institutional client types and headed the U.S. 
corporate client practice. Additionally, she led the firm’s global recruiting function as part of PIMCO’s business management group and worked on 

a variety of talent management initiatives. She currently serves on the steering committee for PIMCO’s global inclusion, diversity and culture 
initiative. Prior to joining PIMCO in 2001, she was with Morgan Stanley, Blue Capital Management and Bain & Company. She has 18 years of 

investment experience and holds an MBA from Stanford University Graduate School of Business and an undergraduate degree from the Wharton 
School of the University of Pennsylvania.

Scott A. Mather

Mr. Mather is CIO U.S. Core Strategies and a managing director in the Newport Beach office. He is a member of the Investment Committee and a 

generalist portfolio manager. Mr. Mather also oversees ESG portfolio integration in the U.S. Previously he was head of global portfolio 
management. Before that, he led portfolio management in Europe, managed euro and pan-European portfolios and worked closely with many 

Allianz-related companies. He also served as a managing director of Allianz Global Investors KAG. Prior to these roles, Mr. Mather co-headed 
PIMCO's mortgage- and asset-backed securities team. Prior to joining PIMCO in 1998, he was a fixed income trader specializing in mortgage-
backed securities at Goldman Sachs in New York. He has 22 years of investment experience and holds a master's degree in engineering, as well as 

undergraduate degrees, from the University of Pennsylvania.
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Agenda

1/Core fixed income investment process & outlook

TR_cover



1. Core fixed income investment 

process & outlook
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Overview of PIMCO core fixed income strategies

cs_TR_review_10

• Strategy objective: outperform the Barclays U.S. Aggregate Index 

• Eligible investments: primarily U.S. Treasuries, Investment Grade Corporate Credit, and Mortgage Backed 
Securities

• Investment style: active management approach utilizing a variety of strategies across portfolio dimensions

� Duration management 

� Yield curve positioning 

� Sector over- and under-weights 

� Security selection

U.S. Treasury, 39%

U.S. Agency, 4%Mortgage, 30%

Investment Grade 
Credit, 25%

Emerging Markets, 
1%

Municipal, 1%

Barclays U.S. Aggregate Sector Exposures

As of 30 June 2017
Benchmark: Barclays U.S. Aggregate Index
Refer to Appendix for additional index, investment strategy and risk information

PIMCO Total Return Strategies
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Why invest in core bonds…with PIMCO?

cs_TR_review_10

Refer to Appendix for additional investment strategy and risk information.

Why PIMCO?

• Time-tested investment process that has led to a strong 
long-term track record

• Breadth and depth of PM resources that has allowed effective 
usage of a broad investment opportunity set

• Diverse alpha strategies that have provided consistency in 
adding value across various market environments

• Focus on risk management that has enabled robust risk-
adjusted returns
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Total Return: positioning for long-term success

Total_Return_phil_10

Philosophy Process People Performance
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PIMCO’s investment philosophy

Phil_59

Long-term orientation

Diverse strategies

Broad universe

Risk management

Refer to Appendix for additional investment strategy and risk information.
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Positioned for long-term success:
Total Return leverages PIMCO’s top-down and bottom-up expertise

Mortgages Credit IG/HY Short-Term Municipals Treasuries TIPS Global Currencies

Sector and regional specialty desks 

Macroeconomic forum 

BOTTOM-UP

TOP-DOWN

Macroeconomic forum

Market  strategy sessions (ongoing)

Asia Portfolio 
Committee (APC)

Americas Portfolio 
Committee (AmPC)

European Portfolio 
Committee (EPC)

Emerging Market Portfolio 
Committee (EMPC)

Investment Committee 

Investment Committee 

TR PORTFOLIO MANAGEMENT TEAM

Refer to Appendix for additional investment strategy and risk information.
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� Secular outlook

� Cyclical outlook

All investment professionals 
and outside experts

Investment committee / 
Global portfolio managers 

Generalist portfolio managers 
and specialist teams

THEMES

phil_02f_TR

� Interest rates

� Volatility

� Yield curve shape

� Credit trends

� Country outlooks

MARKET VIEWS

� Duration

� Yield curve position

� Sector (index and plus)

� Quality

� Country weights

PORTFOLIO TARGETS

Buy and sell bonds based on:

� Consistency with targets

� Portfolio guidelines

� Valuation (rich/cheap)

� Instrument selection

� Credit selection

� Risk controls

� Liquidity

PORTFOLIO 
CONSTRUCTION

Refer to Appendix for additional investment strategy and risk information.

Positioning for long-term success:
Investment process – from themes to holdings
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PIMCO’s portfolio management committee teams

ASIA-PACIFIC 
PORTFOLIO COMMITTEE

AMERICAS PORTFOLIO COMMITTEE
EUROPEAN PORTFOLIO 

COMMITTEE
EMERGING MARKETS PORTFOLIO 

COMMITTEE

Adam Bowe Raja Mukherji Jeremie Banet² Emmanuel Sharef Mike Amey Nicola Mai Yacov Arnopolin

Tadashi Kakuchi Luke Spajic² Libby Cantrill Saurabh Sud Andrew Balls Lorenzo Pagani Francesc Balcells

Tomoya Masanao Dorris Chen³ Rick Chan Tiffany Wilding² Volker Blau Eve Tournier Pramol Dhawan

Rob Mead Sachin Gupta³ Lillian Lin Xiao Han³ Philippe Bodereau Konstantin Veit Gene Frieda

Isaac Meng Abhijeet Neogy³ Andrew Nowobilski Ismael Orenstein³ Andrew Bosomworth2 Mukundan Devarajan³ Mike Gomez²

Roland Mieth Taosha Wang³ Vinayak Seshasayee Stefano Risa³ Thomas Kressin Christian Wild³ Lupin Rahman

CIOs

Andrew Balls Mark Kiesel Scott Mather Marc Seidner Mihir Worah

CIO Global Fixed Income CIO Global 
Credit

CIO US Core Strategies CIO Non-Traditional 
Strategies

CIO Real Return 
and Asset Allocation

Group Chief Investment Officer

Dan Ivascyn

As of 30 June 2017
IC Chair rotates between the Group CIO and CIOs
¹ IC rotating members 
² Portfolio Committee Chair
³ Committee Rotating Member
Refer to Appendix for additional investment strategy and risk information

Orga_09

ADDITIONAL INVESTMENT COMMITTEE MEMBERS

Tony Crescenzi Mohsen Fahmi Qi Wang Jiaying Huang¹ Vinayak Seshasayee¹

Chris Dialynas Joachim Fels Mukundan Devarajan¹ Jing Yang¹
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Positioning for long-term success:
The Total Return leadership team

The Morningstar Fixed-Income Fund Manager of the Year award is based on the strength of the manager, performance, strategy and firm’s stewardship. Morningstar Awards 2012 ©. 
Morningstar, Inc. All Right Reserved. Awarded to Mark Kiesel for U.S. Fixed-Income Fund Manager of the Year.
Refer to Appendix for additional investment strategy and risk information

Total_Return_phil_02b

� Member of the 
Investment Committee

� Joined PIMCO in 1996

� Morningstar Fixed-Income Fund 
Manager of the Year (U.S.)
for 2012

� MBA from University of Chicago

� Member of the 
Investment Committee

� Joined PIMCO in 2001

� Previously a postdoctoral research 
associate at the University of 
California, Berkeley and the 
Stanford Linear Accelerator Center

� Ph.D. in theoretical physics from 
University of Chicago

� Member of the 
Investment Committee

� Previously head of Global 
Portfolio Management

� Joined PIMCO in 1998

� Masters degree in engineering 
from University of Pennsylvania

� Finalist for Morningstar Fixed-
Income Manager of the Year (2011)

Mark Kiesel, CIO Global Credit, 

Portfolio Manager

Mihir Worah, CIO Real Return and 

Asset Allocation, Portfolio Manager

Scott Mather, CIO U.S. Core 

Strategies, Portfolio Manager
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Jean-Claude Trichet

Former President of the 
European Central Bank

2015 PIMCO Secular 
Forum speaker, “Global 
monetary policy: Where 
do Central Banks go 
from here?”

PIMCO Global Advisory Board
Insights from market and policy experts to complement our investment process

• Members meet several times per year and 
attend PIMCO’s Secular Forum

• Board offers collective views on global 
economic, political and strategic 
developments

• Inform but not change PIMCO’s 
longstanding investment process

orga_03

Ben Bernanke  |  Chair of the Board

Economist, Former 
Chairman of the 
Federal Reserve

2000 and 2015 PIMCO 
Secular Forum speaker, 
“Perspectives on the 
Secular Outlook”

Anne-Marie Slaughter

President and CEO 
of New America, 
Former Director of 
Policy Planning at 
U.S. State Department

2014 PIMCO Secular 
Forum speaker, 
“Geopolitical hot spots”

Gordon Brown

Former UK Prime Minister 
and Chancellor of the 
Exchequer

2011 PIMCO Secular 
Forum speaker, 
“Evolution of the 
international monetary 
system over the next 
few years” 

Ng Kok Song

Former Chief 
Investment Officer 
of the Government of
Singapore Investment 
Corporation (GIC)
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PIMCO Total Return Fund II

(Inception: 30 Dec '91) S.I. 10 yrs. 5 yrs. 3 yrs. 1 yr.

Before fees (%) 6.77 6.06 2.85 2.90 2.11

After fees (%) 6.24 5.53 2.33 2.38 1.61

Bloomberg Barclays U.S. Aggregate Index (%) 5.62 4.48 2.21 2.48 -0.31
0

2

4

6

8

10

12

0 2 4 6 8 10 12
P

IM
C

O
 T

o
ta

l R
et

u
rn

 F
u

n
d

 II
 r

et
u

rn
s 

(%
)

Bloomberg Barclays U.S. Aggregate Index returns (%)

PIMCO Total Return Fund II (after fees) versus Bloomberg Barclays 

U.S. Aggregate Index rolling monthly 5-year returns from 31 

December 1996 through 30 June 2017

Outperformance

Underperformance

PIMCO’s record of performance – Total Return Fund II

Contributing factors

• Conservative investment philosophy 

• Long-term orientation

• Diversified sources of return

• Top-down and bottom-up insights

• Risk management emphasis

mk_2cs_TR_perf_cons_700

Performance quoted represents past performance. Past performance is not a guarantee or a reliable indicator of future results. Investment return and 
the principal value of an investment will fluctuate. Shares may be worth more or less than original cost when redeemed. Current performance may be 
lower or higher than performance shown. For performance current to the most recent month-end, visit www.PIMCO.com or call (888) 87-PIMCO.

As of 30 June 2017
The 45-degree line in the performance graph(s) represents the point at which the fund performance is equal to the index.
Performance shown is for the institutional share class.
Refer to Appendix for additional performance and fee, chart, index and risk information.

Fund outperformed benchmark

217 out of 247 rolling monthly

5-year periods after fees
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PIMCO Total Return: Risk management and capital preservation

Risk management

• PIMCO TR II is in the top decile1 of all the share classes in the 
category based on 10-year returns

• PIMCO TR II has delivered a higher average return with lower 
volatility over the past 10 years than the average peer2 currently 
in the top quartile 

Capital preservation

• Our rigorous risk management has helped the fund navigate a 
variety of market events and climates

• PIMCO TR II’s maximum drawdown3 over the last 
10 years is lower than its average peer

mk_2cs_TR_review_03
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PIMCO TR II
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Maximum drawdown over the last 10 years

As of 30 June 2017. SOURCE: Morningstar, PIMCO.
Performance shown is for the institutional share class.
1 PIMCO Total Return II (TR II) ranking is based on performance for the institutional share class (PMBIX). 2 Peer group in rankings are based on all share classes of funds in Morningstar’s OE Intermediate-
Term Bond Category with at least 10 years of performance history. The Current top quartile reflects those share classes in the top quartile based on 3-year returns. 3 Maximum drawdowns are calculated as 
the change from peak to trough in the specified period (10 years) using monthly returns. 
Fund percentile rankings: 1 Yr. 274 (980 investments ranked); 3 Yrs. 350 (856 investments ranked) 5 Yrs. 419 (767 investments ranked); 10 Yrs. 42 (540 investments ranked).  
Refer to Appendix for additional performance and fee, chart, index, Morningstar Ranking and risk information.

Performance quoted represents past performance. Past performance is not a 
guarantee or a reliable indicator of future results. Investment return and the 
principal value of an investment will fluctuate. Shares may be worth more 
or less than original cost when redeemed. Current performance may be 
lower or higher than performance shown. For performance current to the 
most recent month-end, visit www.PIMCO.com or call (888) 87-PIMCO.
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Delivering on our commitment to investors:
Diversification in periods of market stress

• PIMCO TR II seeks a diverse set of alpha strategies, resulting in: 

– A higher average monthly return than its peer group 

– Stronger performance through times of market stress, when investors especially seek diversification to other elements in their own portfolios

• In months where equities sold-off* or high yield spreads widened the most,** PIMCO TR II had the highest average return relative to peers.

mk_2cs_TR_review_04

PIMCO TR II All peers Current top quartile

0.50

0.03 0.04

Months with the most HY
Spread-widening**

0.58

0.19
0.21
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Average monthly return (since 1994)

Performance quoted represents past performance. Past performance is not a guarantee or a reliable indicator of future results. Investment return and 
the principal value of an investment will fluctuate. Shares may be worth more or less than original cost when redeemed. Current performance may be 
lower or higher than performance shown. For performance current to the most recent month-end, visit www.PIMCO.com or call (888) 87-PIMCO.

As of 30 June 2017. SOURCE: Morningstar, Bloomberg, PIMCO. Performance shown is for the institutional share class after-fees.
Equities are represented by the S&P 500 Total Return Index. High Yield is represented by the Barclays U.S. Corporate High Yield Index. Peer group based on all share classes of funds in Morningstar’s OE 
Intermediate-Term Bond Category. PIMCO Total Return II (TR II) performance reflects the institutional share class (PMBIX). The current top quartile reflects those share classes currently in the top quartile 
based on three-year returns. Monthly returns are calculated from January 1994, the earliest available date for the HY index
*The worst equity returns are identified as the worst 25% of months with negative S&P 500 returns
**The most HY spread-widening months are identified as the widest 25% of months with spread widening
Fund percentile rankings: 1 Yr. 274 (980 investments ranked); 3 Yrs. 350 (856 investments ranked) 5 Yrs. 419 (767 investments ranked); 10 Yrs. 42 (540 investments ranked). 
Refer to Appendix for additional performance and fee, index, Morningstar Ranking and risk information.
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In a world of insecure stability, investors must prepare for five 
key policy pivots that will test markets

Fiscal
We expect the U.S. Congress to 

pass a package tilted to  tax cuts, 
light on reform; we see limited 

fiscal space in Europe.

Trade
U.S. Trade Policy likely to

Focus on bilateral deals and aggressive 
use of existing authority within WTO 

Geopolitics
Amid populist movements in Europe 

and beyond, we expect the euro to survive 
and Italy to remain in the eurozone

Exchange rates
We expect the Chinese yuan to grind 

weaker as growth downshifts and 
President Xi favors structural reform over 

a fragile, levered status quo

Monetary
Fed balance sheet normalization, but less 

than many think, with a New Neutral 
destination for the fed funds rate. The ECB 
is likely to taper purchases, while the BoJ

only gradually raises target yield
Pivot 

Points

As of 30 June 2017 
SOURCE: PIMCO
Refer to Appendix for additional forecast, outlook and risk information. 

mk_2cs_intl_outlook_01
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Change relative to 
2016 data

PIMCO’s 2017 cyclical outlook

PIMCO forecast ranges as of June 2017.
Real GDP and inflation projections reflect the midpoints of PIMCO’s forecast ranges for 2017. Refer to Appendix for additional forecast, outlook and risk information. 

mk_2cs_intl_outlook_02

U.S.

GDP: 2.25%    | CPI: 2.00%

MEXICO

GDP: 2.50% 

CPI: 5.50%

U.K.

GDP: 1.75% 

CPI: 2.75%

RUSSIA

GDP: 1.00% 

CPI: 4.25%

JAPAN

GDP: 1.25% 

CPI: 0.50%

BRAZIL

GDP: 0.50%    | CPI: 4.00%

EUROZONE

GDP: 2.00%    

HICP: 1.50%

INDIA

GDP: 7.50% 

CPI: 4.25%

CHINA

GDP: 6.50%    | CPI: 2.00%

% of world GDP

--

--

Forecasts GDP Inflation

2016 2017 2016 2017

Developed Markets 1.60 2.00 0.80 1.75

Emerging Markets 4.80 5.25 3.50 2.75

World 2.60 3.00 1.70 2.25
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PIMCO Total Return Fund II 31 Dec '16 31 Mar '17 30 Jun '17

Portfolio 5.7 5.3 5.7

Index 5.5 5.5 5.6
Effective duration (yrs.)

PIMCO Total Return Fund II positioning

2cs_TR_attrib_02_735

REGIONAL EXPOSURE

As of 30 June 2017
Benchmark: Barclays U.S. Aggregate Index. Benchmark interest rate and spread durations calculated using PIMCO proprietary analytics and risk models
*Non-agency may include non-agency mortgage backed securities, asset backed securities, and commercial mortgage backed securities

**For spread sectors, the relevant spread duration contribution is used
Refer to Appendix for additional investment strategy, portfolio structure and risk information.

KEY RATE DURATION EXPOSURE

SECTOR EXPOSURE
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Appendix

2cs_TR_attrib_02_735

PERFORMANCE AND FEE
Past performance is not a guarantee or a reliable indicator of future results. The performance figures presented reflect the total return performance for Institutional Class shares (after fees) and
reflect changes in share price and reinvestment of dividend and capital gain distributions. All periods longer than one year are annualized. The minimum initial investment for iclass shares is $1 million;
however, it may be modified for certain financial intermediaries who submit trades on behalf of eligible investors.

Investments made by a Fund and the results achieved by a Fund are not expected to be the same as those made by any other PIMCO-advised Fund, including those with a similar name, investment
objective or policies. A new or smaller Fund's performance may not represent how the Fund is expected to or may perform in the long-term. New Funds have limited operating histories for investors
to evaluate and new and smaller Funds may not attract sufficient assets to achieve investment and trading efficiencies. A Fund may be forced to sell a comparatively large portion of its portfolio to
meet significant shareholder redemptions for cash, or hold a comparatively large portion of its portfolio in cash due to significant share purchases for cash, in each case when the Fund otherwise
would not seek to do so, which may adversely affect performance.

Differences in the Fund's performance versus the index and related attribution information with respect to particular categories of securities or individual positions may be attributable, in part, to
differences in the pricing methodologies used by the Fund and the index.

There is no assurance that any fund, including any fund that has experienced high or unusual performance for one or more periods, will experience similar levels of performance in the future. High
performance is defined as a significant increase in either 1) a fund’s [total] return in excess of that of the fund’s benchmark between reporting periods or 2) a fund’s total return in excess of the fund’s
historical returns between reporting periods. Unusual performance is defined as a significant change in a fund’s performance as compared to one or more previous reporting periods.

CHART
Performance results for certain charts and graphs may be limited by date ranges specified on those charts and graphs; different time periods may produce different results.

FORECAST
Forecasts, estimates and certain information contained herein are based upon proprietary research and should not be considered as investment advice or a recommendation of any particular security,
strategy or investment product. There is no guarantee that results will be achieved.

INVESTMENT STRATEGY
There is no guarantee that these investment strategies will work under all market conditions or are suitable for all investors and each investor should evaluate their ability to invest long-term,
especially during periods of downturn in the market.

MORNINGSTAR RANKING
Past rankings are no guarantee of future rankings. Morningstar Ranking for the Intermediate-Term Bond category as of 6/30/17 for the Institutional Class Shares; other classes may have different
performance characteristics. The Morningstar Rankings are calculated by Morningstar and are based on the total return performance, with distributions reinvested and operating expenses deducted.
Morningstar does not take into account sales charges.

OUTLOOK
Statements concerning financial market trends or portfolio strategies are based on current market conditions, which will fluctuate. There is no guarantee that these investment strategies will work
under all market conditions, and each investor should evaluate their ability to invest for the long-term, especially during periods of downturn in the market. Outlook and strategies are subject to
change without notice.

PORTFOLIO STRUCTURE
Portfolio structure is subject to change without notice and may not be representative of current or future allocations.
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Appendix

2cs_TR_attrib_02_735

RISK
Investing in the bond market is subject to risks, including market, interest rate, issuer, credit, inflation risk, and liquidity risk. The value of most bonds and bond strategies are impacted by changes in
interest rates. Bonds and bond strategies with longer durations tend to be more sensitive and volatile than those with shorter durations; bond prices generally fall as interest rates rise, and the current
low interest rate environment increases this risk. Current reductions in bond counterparty capacity may contribute to decreased market liquidity and increased price volatility. Bond investments may
be worth more or less than the original cost when redeemed. Investing in foreign denominated and/or domiciled securities may involve heightened risk due to currency fluctuations, and economic
and political risks, which may be enhanced in emerging markets. Mortgage and asset-backed securities may be sensitive to changes in interest rates, subject to early repayment risk, and their value
may fluctuate in response to the market’s perception of issuer creditworthiness; while generally supported by some form of government or private guarantee there is no assurance that private
guarantors will meet their obligations. High-yield, lower-rated, securities involve greater risk than higher-rated securities; portfolios that invest in them may be subject to greater levels of credit and
liquidity risk than portfolios that do not. Derivatives may involve certain costs and risks such as liquidity, interest rate, market, credit, management and the risk that a position could not be closed
when most advantageous. Investing in derivatives could lose more than the amount invested. Diversification does not ensure against loss.

STANDARD DEVIATION
Standard deviation is a statistical measure of dispersion about an average which, for a mutual fund, depicts how widely the returns varied over a certain period of time. The greater the dispersion, the
greater the risk.

This material contains the current opinions of the manager and such opinions are subject to change without notice. This material has been distributed for informational purposes only and should not
be considered as investment advice or a recommendation of any particular security, strategy or investment product. Information contained herein has been obtained from sources believed to be
reliable, but not guaranteed. No part of this material may be reproduced in any form, or referred to in any other publication, without express written permission. PIMCO is a trademark of Allianz Asset
Management of America L.P. in the United States and throughout the world. ©2017, PIMCO

PIMCO Investments LLC, distributor, 1633 Broadway, New York, NY, 10019, is a company of PIMCO.

INDEX DESCRIPTIONS
Barclays U.S. Aggregate Index represents securities that are SEC-registered, taxable, and dollar denominated. The index covers the U.S. investment grade fixed rate bond market, with index
components for government and corporate securities, mortgage pass-through securities, and asset-backed securities. These major sectors are subdivided into more specific indices that are
calculated and reported on a regular basis.

It is not possible to invest directly in an unmanaged index.



August 25, 2017 
Dave Hunter, Darren Schulz and Eric Chin 



 Staff recommends that the NDSIB engage Pacific 
Investment Management Company LLC “PIMCO” to 
manage up to a $300 million Core Bond Strategy for 
the Pension Trust (Subject to continued negotiations 
and finalization of the contract). 

 This will be the first of two Core Bond manager 
recommendations 

 Pair PIMCO’s Total Return Core Bond strategy, a top-
down strategy, with a second manager that employs a 
bottom-up strategy 

2 



• PIMCO is one of the largest fixed income asset managers in 
the world with $1.6 trillion in assets under management. 
PIMCO’s size offers advantages few other managers can 
replicate: 

– PIMCO has over 300 investment professionals focused on 
investing in and evaluating fixed income 

– PIMCO’s Global Advisory Board provides unique economic 
insight and views. Members of the board include Ben Bernanke, 
Gordon Brown, Ng Kok Song, Anne-Marie Slaughter, Jean-Claude 
Trichet. 

– As one of the largest bondholders in the world, PIMCO has 
access to senior management across industries 

 
 
 
 

3 



• PIMCO has a 25+ year track record of managing core 
strategies 

• PIMCO’s core strategy has out-performed peers with 
performance falling in the top-decile over the prior 10 and 20 
year periods 

• On a risk adjusted basis PIMCO scores positively as well, with 
Sharpe ratios above the median over the 10 and 20 year 
periods (better than the benchmark) 

• A focus on preservation of capital and risk management 
– Dedicated team of 12 risk managers 
– Navigated the 2008 financial crises well generating positive 

returns in 2008 (+4.68%) 
 

4 



 Began with over 200 Core Bond managers that manage 
separate account products 
• Staff sought Core Bond managers with sufficient size and 

excess return compared to the benchmark. Staff removed 
managers with:  
– AUM less than $5.0 billion 
– Negative gross of fee excess returns against the Bloomberg 

Aggregate Bond Index for the 10 year period (ending Dec. 31, 
2016) 

– 40 managers remained 

5 
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Staff employed additional quantitative and qualitative screens to thin the 
universe  

• Evaluated traditional metrics, but put heavier weights on downside protection, 
preservation of capital, and low correlation to  equities 
– For a Core Bond mandate preservation of capital is key 

• Collaborated with Callan to create a short list of managers (below) 

Fund Name* Inception Date
Total Product 

Assets ($M)

Excess Return vs. 
Blmbg:Aggregate for 
60 Quarters

Correlation vs. 
S&P:500 for 60 
Quarters

Returns for 60 
Quarters

Standard 
Deviation for 60 
Quarters

Baird:Core Bond October-00 17,417$          0.77% 0.09 5.35% 3.61%
Barings:Core FI January-91 10,244$          0.62% -0.07 5.20% 3.44%
IncomeR&M:Aggregate January-92 8,556$            0.76% 0.07 5.34% 3.71%
MacKay:Core Invst Gr October-86 6,086$            0.67% -0.08 5.25% 3.45%
Manulife:Core Fixed Income January-96 10,725$          1.26% 0.29 5.84% 4.31%
PIMCO:Total Return Core December-89 30,326$          0.86% -0.12 5.44% 3.93%
PruFI:Core FI January-91 30,281$          0.84% 0.01 5.42% 3.63%
TCW:Core Fixed Income October-96 9,835$            0.85% 0.37 5.43% 3.80%
Wells:Montgomery Core Fixed July-90 28,252$          1.06% -0.20 5.64% 3.52%

CAI Core Bond FI October-73 2,099$            0.37% -0.05 4.95% 3.45%

Blmbg:Aggregate January-76 0.00% -0.31 4.58% 3.50%
S&P:500 January-72 2.11% 1.00 6.69% 15.87%
* Data as of Dec. 31 2016. Numbers are unaudited. Source: Product Assets are from the manager. Statistics are from Callan's PeP database
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 Staff held conference calls with each 
of the nine managers to evaluate the 
managers’ strategies 

 Conducted onsite due diligence at the 
managers’ offices—met the 
investment team, evaluated systems, 
and assessed operations and 
infrastructure 

 Performed additional quantitative and 
qualitative analyses, evaluated factors 
such as credit quality, duration, sector 
allocation, exposures 

 Authored and distributed “Request for 
Information” 
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 Staff grouped candidate managers into a top-down group and a 
bottom-up group 

 Pair one manager from each group to gain diversification benefits 
Excess Correlation Table 

Benchmark: Bloomberg Aggregate 
(10 Years Ending Dec. 31, 2016)*

Baird Core 
Bond

Barings Core 
FI

IncomeR&M 
Aggregate

MacKay Core 
Invst Gr

Manulife 
Core Fixed 
Income

PIMCO Total 
Return Core PruFI Core FI

TCW Core 
Fixed Income

Wells 
Montgomery 
Core Fixed

CAI Core 
Bond FI

Blmbg 
Aggregate

Baird:Core Bond 1.00
Barings:Core FI 0.87 1.00
IncomeR&M:Aggrega 0.79 0.82 1.00

MacKay:Core Invst Gr 0.60 0.67 0.48 1.00
Manulife:Core Fixed 
Income 0.93 0.92 0.79 0.70 1.00
PIMCO:Total Return 
Core 0.46 0.70 0.70 0.57 0.64 1.00
PruFI:Core FI 0.94 0.91 0.79 0.67 0.97 0.57 1.00
TCW:Core Fixed 
Income 0.91 0.87 0.72 0.67 0.97 0.60 0.93 1.00
Wells:Montgomery 
Core Fixed 0.70 0.83 0.64 0.69 0.77 0.55 0.85 0.71 1.00
CAI Core Bond FI 0.96 0.93 0.85 0.65 0.97 0.59 0.99 0.93 0.82 1.00
Blmbg:Aggregate 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 1.00
*Numbers are unaudited. Source: Statistics are from Callan's PeP database



 Founded in Newport Beach California in 1971 
 Offices in 11 countries 
 Acquired by Allianz SE “Allianz” in 2000 
 One of the largest fixed income managers in the world 

with $1.61 trillion in total assets: $1.22 trillion in third 
party assets (approximately $1.4 trillion in fixed 
income assets) 

 Over 2150 employees with 349 investment 
professionals: 225 portfolio managers, 124 analysts 
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 Core bond strategy—diversified portfolio of high quality 
bonds that seeks to generate excess return above the 
Bloomberg Barclays U.S. Aggregate Index 

 Employs a top-down investment process to identify major 
long-term themes that will impact markets 

 Focus on longer term secular trends (three to five years)—
demographics, politics, and structural economic changes 

 Secular and cyclical views drive major shifts in portfolio 
strategy 

 Combines top-down with bottom-up research to identify 
attractive securities 

 Rotate among sectors including: government, corporates, 
mortgages, asset-backed 
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 Begins with PIMCO Secular Forum—Teams formulate 
outlook for global bond markets over the next 3-5 years 

 Quarterly “Economic Forums” to evaluate growth and 
inflation over the next 6-12 months. Four regional 
committees present research and economic data 

 PIMCO’s Investment Committee “IC” develops major 
strategies that serves as a model for other portfolios 

 IC sets targets for factors such as: duration, yield curve, 
convexity, sector concentration and credit quality 

 Portfolio manager structures portfolio to reflect the model 
portfolio  

 PMs leverage sector teams’ input and strategic ideas for 
security selection and execution 

11 
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 Both PIMCO and MacKay compare favorably to the Callan peer 
universe 

 Both funds generate significant excess returns over the benchmark 

Common Period Returns and Risk Statistics (Gross)*
10 Years as of 6/30/17

PIMCO Total 
Return Core

MacKay Core 
Investment Grade

Callan Core 
Bond FI

Bloomberg 
Agg.

Returns (Gross) 5.73% 5.48% 5.06% 4.48%
Excess Return (Bloomberg Agg.) 1.26% 1.00% 0.58% 0.00%
Excess Return Ratio (Bloomberg Agg.) 0.82 1.03 0.6 N/A
Standard Deviation 3.71% 3.30% 3.40% 3.27%
Sharpe Ratio (3 month T-bill) 1.39 1.48 1.31 1.19
Tracking Error (Bloomberg Agg.) 1.53% 0.97% 1.13% 0.00%
Maximum Drawdown (Monthly) 4.81% 3.72% 5.04% 3.83%
Downside Risk (Bloomberg Agg.) 0.89% 0.60% 0.70% 0.00%
Up Market Capture (Bloomberg Agg.) 128.61% 114.02% 107.96% 100.00%
Down Market Capture (Bloomberg Agg.) 104.52% 89.33% 95.20% 100.00%
*Numbers are unaudited. Source: Statistics are from Callan's PeP database



*Numbers are unaudited. Source: Statistics are from Callan's PeP database 

Last Year Last 5 Years Last 10 Years Last 20 Years
(2.0)

(1.0)

0.0

1.0

2.0

3.0

4.0

5.0

6.0

7.0

10th Percentile 1.57 3.48 5.61 6.08
25th Percentile 0.95 3.14 5.41 5.88

Median 0.46 2.73 5.06 5.68
75th Percentile 0.06 2.42 4.82 5.52
90th Percentile (0.39) 2.35 4.50 5.24

Member Count 61 61 61 47

PIMCO TR Core A 1.84 2.62 5.73 6.12
MacKay:Core Invst Gr B 0.24 2.75 5.48 5.74

Blmbg:Aggregate C (0.31) 2.21 4.48 5.24
CAI Core Bond FI D 0.46 2.73 5.06 5.68

A (4)

A (64)

A (8)

A (9)

B (61)

B (48)

B (19)

B (44)

C (87)

C (97)

C (90)

C (90)

D (50)

D (50)

D (50)

D (50)
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PIMCO has outperformed 
over the long term  



Last Year Last 5 Years Last 10 Years Last 20 Years
(0.5)

0.0

0.5

1.0

1.5

2.0

2.5

10th Percentile 1.89 1.27 1.13 0.84
25th Percentile 1.26 0.93 0.93 0.64

Median 0.77 0.52 0.58 0.44
75th Percentile 0.37 0.21 0.34 0.27
90th Percentile (0.08) 0.14 0.02 0.00

Member Count 61 61 61 47

PIMCO TR Core A 2.16 0.41 1.26 0.88
MacKay:Core Invst Gr B 0.56 0.53 1.00 0.50

Blmbg:Aggregate C 0.00 0.00 0.00 0.00
CAI Core Bond FI D 0.77 0.52 0.58 0.44

A (4)

A (64)

A (8)

A (9)

B (61)
B (48)

B (19)

B (44)

C (87) C (97) C (90) C (90)

D (50)

D (50) D (50)
D (50)
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PIMCO has outperformed 
over the long term  

*Numbers are unaudited. Source: Statistics are from Callan's PeP database 
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  Agenda Item IV.C.3 
 

BOARD ACTION 
 
TO:    State Investment Board    
 
FROM:   Dave Hunter, Darren Schulz and Eric Chin 
 
DATE:   August 24, 2017  
 
SUBJECT:  PIMCO Total Return Core Fixed Income Recommendation 
  

 
Summary: 
 
At a prior SIB meeting, Staff proposed a new fixed income manager framework for the Pension 
Trust that seeks to generate higher risk-adjusted returns and greater diversification. The 
proposed structure includes a principal allocation to U.S. investment grade core fixed income 
comprised of an anchor of low risk, high quality, highly liquid traditional fixed income to fulfill 
the role of capital preservation and high quality income generation. This anchor allocation to 
High Quality Core is comprised of core investment grade instruments to provide diversification 
from riskier assets such as equities. Today, as part of the restructuring, Staff is recommending 
that the Board approve the selection of PIMCO to manage one of two up to $300 million US Core 
Fixed Income mandates on behalf of the Pension Trust.  
 
RIO Staff Fixed Income Manager Structure Proposal 
 
In January, Staff proposed a fixed income manager framework that seeks to achieve improvements in 
risk-adjusted return potential and diversification without increasing Pension trust plan-level risk. The 
proposed structure is a “barbelled” approach, explicitly segmenting the fixed income manager structure 
based on liquidity, quality, expected return potential and risk profile:  
 

1. An anchor of low risk, high quality, highly liquid traditional fixed income beta exposures on one 
end of the credit risk spectrum to fulfill the role of capital preservation and high quality income 
generation. This anchor allocation to High Quality Core is comprised of core investment grade 
instruments to provide diversification from riskier assets such as equities. Staff is recommending 
approximately 65% of the total fixed income exposure be invested in High Quality Core. 
 

2. Staff is recommending complementing High Quality Core with moderate risk, less liquid, higher 
return potential alternative credit strategies for greater diversification and differentiated sources 
of return enhancement. This satellite allocation, labelled “Diversified Credit”, broadens the 
traditional high yield designation to include high yield/loan alternatives, the first phase of which 
is a recommendation to establish a strategic allocation to middle market direct lending. Staff is 
recommending that approximately 35% of the total pension fixed income allocation be allocated 
to Diversified Credit. Staff is recommending that future direct lending commitments be funded 
from the existing traditional high yield mandate with Loomis Sayles. 
 

3. Given the low expected return potential of non-U.S./global developed fixed income and the 
disproportionate currency risk contribution, Staff is recommending the transition of the pension 
trust’s non-U.S./global fixed income mandates into U.S. centric fixed income. 
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US Core Fixed Income Search Process: 
From a manager database of over 200 investment manager candidates with US core fixed income 
product track records, Staff further narrowed the list of candidates by applying firm and product 
minimum asset criteria, which resulted in 40 remaining managers. Staff employed additional qualitative 
screens and quantitative analysis across a host of various metrics: relative performance, risk adjusted 
returns, tracking error, up/down market capture, standard deviation, quality distribution, historical sector 
allocations, correlation to equities, and excess return correlations. In collaboration with Callan, this 
vetting process produced a list of 10 viable candidates: 
 

1. Baird 
2. Barings 
3. Income Research & Management 
4. MacKay 
5. Manulife 
6. PIMCO 
7. Prudential  
8. TCW 
9. Wells (Montgomery) 
10. Western 

 
Staff conducted conference calls and on-site due diligence meetings with all of the above managers 
with a focus on the following attributes: 
 

• Organization: Firm ownership, client make-up (geographic & type), assets under 
management, and product offerings 

• Team: Size and experience of the team, staff turnover, organizational culture, and retention 
methods for key staff  

• Process and Philosophy: Drivers of outperformance (duration, curve, sector rotation, security 
selection) 

• Portfolio Characteristics: Bias to specific sectors (credit, securitized), quality 
• Performance Based Metrics: Correlation, risk (standalone and benchmark relative), excess 

returns, upside/downside capture, and consistency of performance 
 
Staff identified two managers that employ top-down strategies – PIMCO and MacKay Shields – 
that would serve as ideal complements to a second manager that employs a bottoms-up 
fundamental investment process. For reasons described below, Staff recommends that the 
Board engage PIMCO to manage a Core Bond Strategy on behalf of the Pension Trust. 
 
PIMCO Total Return Core Strategy Evaluation: 
 

1. Organizational Overview: Founded in 1971 as a subsidiary of Pacific Mutual Life Insurance 
Company, PIMCO has a long history of actively managing fixed income strategies. Acquired in 
2000 by the German insurer Allianz SE, PIMCO operates as a separate and autonomous 
subsidiary of Allianz. The firm’s workforce consists of about 2,200 employees, which includes 
over 675 investment professionals. As of June 30, 2017, the firm manages approximately $1.61 
trillion in assets, of which $1.22 trillion are third party client assets. Within the firm’s Core and 
Core Plus strategies, the firm manages approximately $156.3 billion.  
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2. PIMCO Total Return Core Strategy:  
 

a. People:  PIMCO’s fixed income portfolio group develops model portfolios on a team-
oriented basis in what can be described as hub and spoke system, in which the PIMCO 
Investment Committee serves as a hub, receiving input from a variety of sector 
specialists (spoke) that feed strategic ideas and assist with execution. Reporting to 
Group CIO Dan Ivascyn (19 years at PIMCO), Scott Mather (19), Mark Kiesel (21), and 
Mihir Worah (16) serve as portfolio managers for the strategy and are supported by deep 
teams of analysts and traders.  
  

b. Philosophy and Process: With the belief that no single risk should dominate returns, 
PIMCO’s investment philosophy centers on capturing multiple sources of return in order 
to deliver consistent results in various market environments. Accordingly, PIMCO seeks 
to add value through both “top down” and “bottoms-up” sources of return. Driven by a 3-
5 year secular outlook that identifies major long-term themes that will impact the global 
economy and financial markets, PIMCO establishes top-down targets for duration, 
volatility shifts, yield curve positioning and sector rotation. A 6-12 month cyclical outlook 
forms the basis for shifts within the cyclical outlook. At the bottoms-up level, sector 
specialists are tasked with analyzing and selecting specific securities.  

 
Another input into PIMCO’s top-down views is their Global Advisory Board consisting of 
five world-renowned experts on economic and policy issues: Ben Bernanke, Gordon 
Brown, Ng Kok Song, Anne-Marie Slaughter, and Jean-Claude Trichet. 
 

c. Performance: PIMCO’s Total Return Core strategy has delivered higher excess returns 
versus peers over the long term:  

 

Last Year Last 5 Years Last 10 Years Last 20 Years
(0.5)

0.0
0.5
1.0
1.5
2.0
2.5

Group: CAI Core Bond Fixed Income
for Periods Ended June 30, 2017
Excess Return relative to Blmbg:Aggregate

10th Percentile 1.90 1.20 1.23 0.84
25th Percentile 1.26 0.88 0.93 0.63

Median 0.68 0.49 0.56 0.41
75th Percentile 0.24 0.22 0.32 0.24
90th Percentile (0.08) 0.14 0.02 0.08

Member Count 71 71 71 65

PIMCO:Total Return Core A 2.17 0.41 1.26 0.88
MacKay:Core Invst Gr B 0.56 0.53 1.00 0.50

CAI Core Bond FI C 0.68 0.49 0.56 0.41

A (4)

A (60)

A (8)

A (9)

B (60)

B (44)
B (19)

B (41)
C (50)

C (50) C (50)
C (50)
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The strategy has also demonstrated consistency in delivering excess returns over 3 year 
rolling periods: 

19971998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 20162017
(7.0)

(2.0)

3.0

8.0

for 20 Years Ended June 30, 2017
Rolling 12 Quarter Gross of Fee Excess Return Relative To Blmbg:Aggregate

Ex
ce

ss
 R

et
ur

n

PIMCO:Total Return Core MacKay:Core Invst Gr CAI Core Bond FI
 

Conclusion:  

Staff recommends to the Board the selection of PIMCO to manage one of two up to $300 million 
US Core Fixed Income mandates on behalf of the Pension Trust. Staff recommends that the 
Board award the mandate to PIMCO for the following reasons: 

 
1. Its top-down strategy and diverse alpha drivers differentiates it from more traditional traditional 

bottoms-up core strategies 
 

2. PIMCO’s size and resource advantage is significant and its investment process is difficult to 
replicate. PIMCO has one of the largest investment teams with 349 investment professionals, 
including a 57 person credit research team and a 59 person structured/securitized team. 
Additionally, the firm has access to renowned economic and political experts through its Global 
Advisory Board.. 
 

3. PIMCO has demonstrated the ability to generate consistent excess returns with lower excess 
return correlation to other core strategies. 
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Current Pension Trust Fixed Income Manager Structure 
 

As of 6/30/2017

Allocation
(% of Total Portfolio)

Allocation
 (% of Fixed Income 

Portfolio)
Managers Market Value Actual Policy Actual Policy

TOTAL PENSION TRUST 5,299,205,292$           100.0% 100.0% N/A N/A

PIMCO (DiSCO II) 107,377,713$              2.0% 2.0% 8.82% 8.72%
State Street Long U.S. Treasury Index NL Fund 118,180,932$              2.2% 1.3% 9.70% 5.70%
PIMCO Unconstrained 67,365,621$                1.3% 1.7% 5.53% 7.25%
Declaration (Total Return) 90,750,663$                1.7% 1.6% 7.45% 6.84%
JP Morgan Mortgage Backed Securities 131,206,979$              2.5% 2.7% 10.77% 11.41%
PIMCO Agency MBS 183,534,801$              3.5% 4.0% 15.07% 17.11%
Total Investment Grade Fixed Income 698,416,709$              13.2% 13.3% 57.3% 57.0%

Loomis Sayles High Yield 200,807,828$              3.8% 3.5% 16.49% 14.91%
PIMCO (BRAVO II) 57,304,239$                1.1% 1.1% 4.70% 4.65%
GS Mezzanine Partners 2006 Offshore, L.P. 381,850$                     0.0% 0.0% 0.03% 0.03%
GS Mezzanine Partners V Offshore, L.P. 1,398,900$                  0.0% 0.0% 0.11% 0.11%
Total Below Investment Grade Fixed Income 259,892,817$              4.9% 4.6% 21.3% 19.7%

Total Domestic Fixed Income 958,309,526$             18.1% 17.8% 78.7% 76.7%

UBS Global (ex-US) Bond Strategy 105,946,147$              2.0% 2.7% 8.70% 11.63%
Brandywine Global Opportunistic Fixed Income 153,803,731$              2.9% 2.7% 12.63% 11.63%
Total Developed Investment Grade Int'l FI 259,749,878$              4.9% 5.4% 21.3% 23.3%

Total International Fixed Income 259,749,878$              4.9% 5.4% 21.3% 23.3%

TOTAL GLOBAL FIXED INCOME 1,218,059,404$          23.0% 23.2% 100.0% 100.0%
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Introduction 

Miguel Gonzalo, CFA Kelly Meldrum, CFA 

Partner & Head of Primary 
Investments 

Education: Bentley College, BS 

Years of Investment/ 
Operational Experience: 32  

Partner & Head of Investment Strategy 

Education: University of Notre Dame, BA 

Northwestern University Kellogg School of 
Management, MBA 

Years of Investment/ 
Operational Experience: 22 
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Confidentiality Statement and 
Other Important Considerations  

Adams Street Partners has provided this presentation (the “Presentation”) to the recipient on a confidential and limited basis.  This Presentation is not an 
offer or sale of any security or investment product or investment advice.  Offerings are made only pursuant to a private offering memorandum containing 
important information regarding risk factors, performance and other material aspects of the applicable investment; the information contained herein should 
not be used or relied upon in connection with the purchase or sale of any security.       

Statements in the Presentation are made as of the date of the Presentation unless stated otherwise, and there is no implication that the information 
contained herein is correct as of any time subsequent to such date.  All information with respect to primary and secondary investments of Adams Street 
Partners funds (the “Funds”) or Adams Street Partners’ managed accounts (collectively, the “Investments”), the Investments’ underlying portfolio 
companies, Fund portfolio companies, and industry data has been obtained from sources believed to be reliable and current, but accuracy cannot be 
guaranteed.   

The Presentation contains highly confidential information.  In accepting the Presentation, each recipient agrees that it will (i) not copy, reproduce or 
distribute the Presentation, in whole or in part, to any person or party (including any employee of the recipient other than an employee or other 
representative directly involved in evaluating the Funds) without the prior written consent of Adams Street Partners, (ii) keep permanently confidential all 
information not already public contained herein, and (iii) use the Presentation solely for the purpose set forth in the first paragraph. 

The Presentation is not intended to be relied upon as investment advice.  The contents herein are not to be construed as legal, business or tax advice, and 
each investor should consult its own attorney, business advisor and tax advisor as to legal, business and tax advice. 

The internal rate of return (IRR) data and multiples provided in the Presentation are calculated as indicated in the applicable notes to the Presentation, 
which notes are an important component of the Presentation and the performance information contained herein.  IRR performance data may include 
unrealized portfolio investments; there can be no assurance that such unrealized investments will ultimately achieve a liquidation event at the value 
assigned by Adams Street Partners or the General Partner of the relevant Investment, as applicable.  References to the Investments and their underlying 
portfolio companies and to the Funds should not be considered a recommendation or solicitation for any such Investment, portfolio company, or Fund. 

Past performance is not a guarantee of future results.  Projections or forward looking statements contained in the Presentation are only estimates of future 
results or events that are based upon assumptions made at the time such projections or statements were developed or made.  There can be no assurance 
that the results set forth in the projections or the events predicted will be attained, and actual results may be significantly different from the projections.  
Also, general economic factors, which are not predictable, can have a material impact on the reliability of projections or forward looking statements. 
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As of March 31, 2017 
1. Composite since inception IRR of private equity fund investments in Adams Street Partners “Core Portfolios” which are funds and separate accounts (excluding special mandate funds and non-

discretionary separate accounts) of which Adams Street Partners is the general partner, manager or investment adviser (as applicable) and for which Adams Street Partners makes discretionary 
investments in private equity.  Primary inception date as of November 1, 1979. Secondary inception date as of August 29, 1986. IRRs are net of fees, carried interest and expenses charged to the 
underlying private equity funds, but are gross of Adams Street Partners’ fees, carried interest and expenses, which reduce returns to investors. For the effect of Adams Street Partners’ fees, carried 
interest and expenses on Adams Street Partners’ fund returns to investors, please see Adams Street Partners Net Performance chart in this presentation.  

2. Composite since inception IRR is net of Adams Street Partners’ fees, carried interest and expenses. IVCF II, a component of this composite, charged only management fees and expenses. Inception 
date as of March 1, 1989. Includes IVCF II (invested in both partnerships and direct portfolio companies), IVCF III, BVCF IV, AS V, AS 2006, AS 2007, AS 2008, AS 2009, AS 2010, AS 2011, AS 2012, 
AS 2013, AS 2014, AS 2015 and AS Venture Growth VI. 

3. Composite since inception IRR, which is net of Adams Street Partners’ fees, carried interest and expenses. Inception date as of July 8, 1992. Includes a separate account (1992-1998), 
Co-Investment I (2006), II (2009) and III (2014).  

* Past performance is not a guarantee of future results. The IRRs shown above are composite IRRs and do not represent returns achieved by any particular Adams Street Partners fund or any investor in an 
Adams Street Partners fund. There can be no guarantee that unrealized investments reflected in this performance data will ultimately be liquidated at values reflected above. For net performance of Adams 
Street Partners funds, see the Net Performance chart included in this presentation.  

Proven Private Markets Partner 

 40+ years of experience  

 Recognized as industry leader 
with over $30B in assets under 
management  

 100% independent and 
employee owned – our 
interests are directly aligned 
with that of our client’s 

 Over $195 million invested  
into the firm and funds 

 Since Inception IRRs*:   
Primary: 21%1 

Secondary: 20%1 

Direct: 16%2 

Co-Investment: 21%3 

 Highly integrated platform with 
shared insights 

 Senior staff average 15 years 
of investment experience  

 Excellent risk management 
capabilities 

 Deep understanding of 
institutional client needs 

 300+ diverse clients 

 Client access to industry-
leading interactive analytical 
tools and data 

 Customized, specialized 
approach to all client portfolios 

Experienced and 
Proven Team 

Private Markets 
Partner 

Exemplary 
Client Service + + 
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160+ 
PEOPLE 

30+ 
NATIONS INVESTED 

9 
OFFICES 

= 1400+ 
QUALITY OPPORTUNITIES 

REVIEWED ANNUALLY 

CHICAGO 
1972 MENLO PARK 

2006 

LONDON 
1997 

SINGAPORE 
2006 

TOKYO 
2014 

BEIJING 
2011 NEW YORK 

2016 

BOSTON 
2016 

MUNICH 
2017 



Deep Expertise Around the World 
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Mike 
Zappert 

Menlo Park 

Troy 
Barnett 

Chicago 

Joe 
Goldrick 
Chicago 

Greg 
Holden 
London 

Pinal 
Nicum 

London 

Kristof 
Van 

Overloop 
London 

SECONDARY 

Kelly Meldrum 
Head of Primary 

Investments 
Menlo Park 

Jeff  
Burgis 

Chicago 

Adam 
Chenoweth 

Chicago 

Arnaud 
de  

Cremiers 
London 

Doris 
(Yiyang) 

Guo 
Beijing 

PRIMARY 

Sachin 
Tulyani 
London 

Craig 
Waslin 

Chicago 

Benjamin 
Wallwork 

London 

Bon French 
Executive Chairman 

Chicago 

Terry Gould 
Head of Direct 

Investments 
Chicago 

VENTURE CAPITAL/ 
GROWTH EQUITY CO-INVESTMENTS 

FUND INVESTMENTS 

Tom 
Bremner 
Chicago 

Jeff 
Diehl 

Chicago 

Robin 
Murray 

Menlo Park 

Jeff Diehl 
Managing Partner & 
Head of Investments 

Chicago 

INVESTMENT STRATEGY 

Miguel Gonzalo 
Head of 

Investment Strategy 
Chicago 

INVESTMENT ANALYTICS 

Jian 
Zhang 

Chicago 

Ray Chan 
Head of Risk Management 

and Advanced Analytics 
Chicago 

Toby 
True 

Chicago 

Mhahesh 
Madhavan 

Chicago 

DIRECT INVESTMENTS 

Bill Sacher 
Head of 

Private Credit 
New York 

Shahab 
Rashid 

New York 

PRIVATE CREDIT 

Dave Brett 
Head of 

Co-Investments 
Chicago 

Sergey  
Sheshuryak 

London 

Sunil 
Mishra 

Singapore 

Ross 
Morrison 

London 

Saguna 
Malhotra 

Menlo 
Park 

Morgan 
Holzaepfel 

Boston 

Ling Jen 
Wu 

Singapore 

Fred 
Wang 
Menlo 

Park 

Yar-Ping 
Soo 

Singapore 

Yu (Hubert) 
Zhang 
Beijing 

Jim 
Korczak 
Chicago 

Dominic 
Maier 

London 

Alex 
Lesch 

Chicago 

 Brijesh 
Jeevarathnam 

Menlo Park 

Thomas 
Petty 

New York 

Fred 
 Chung 

New York 

Emily 
Shiau 

New York 

Jeff Akers 
Head of 

Secondary  
Investments 

Chicago 

Michael 
Taylor 
Menlo 

Park 

Matthew 
Autrey 

Chicago 

Jana 
Tortora 
Chicago 



Investment Capabilities  
Designed to meet clients’ goals and objectives 
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1. Consists of a US Partnership Fund, a  Non-US Partnership Fund and a Direct Venture/Growth Equity Fund.. 
* The targeted annual net return (after Adams Street Partners’ fees, expenses and carried interest) is only a target. There can be no guarantee that Adams Street Partners will achieve returns in the targeted range. 

 

In Market Investment Capabilities 

Target 
Net Return* Strategy Geographic 

Diversification 
Timing and 

Capacity 

14-18% Comprehensive program integrating primary, secondary, direct and 
co-investments diversified by time, subclass and geography Global $800 Million 

10-12% 
Private debt solutions (1st and 2nd lien, mezzanine, unitranche 
debt) in predominantly US mid-market buyout transactions,  
incorporating a disciplined loss avoidance approach 

US and Europe $500 Million – 
$1 Billion 

15%+ Thematic and high conviction approach to secondary purchases of 
mature fund interests and structured transactions Global $1.2 Billion 

20%+ Growth equity investments focusing on Technology & Healthcare Mainly US and 
Western Europe $100+ Million 

No Fund Currently Available 

15-20% Partnering with leading financial sponsors in buyout and growth 
equity investments 

Mainly US and 
Western Europe Fall of 2017 

15%+ Buyout funds and co-investments ($1.5 Billion and below) which 
target US companies with $500M or less in enterprise value US 2018 

Annual Global Program1 

Private Credit Fund 

Co-Investments 

Global Secondary Fund 6 

US Small 
Market Buyout 

Venture/Growth 



Current State of the Private Equity Market 

As of August 2017 10 

■ Exit markets have been robust driving strong performance and distributions 

‒ IPO & M&A market much more discerning in 2016/17 

‒ Strategic acquirers have been active purchasers of private equity backed companies in an effort to bolster growth 

‒ GPs have been net sellers  

■ Fundraising momentum is strong and “dry powder” has ticked up 

■ High valuations have posed a challenge for new deals, though GPs have remained patient 
‒ Valuations have been supported by abundant debt and equity availability 

‒ Moderate correction in growth/late stage venture entry valuations 

■ Leverage is readily available 
‒ Market uncertainty, geopolitical turmoil, and leveraged lending guidelines have caused fluctuations 

‒ Banks are more discriminating lenders and are less willing  to take risk  

■ The venture opportunity set is large and global on the back of continued innovation 
‒ Key sectors include: cloud computing, mobile, big data, security/infrastructure, consumer internet 

‒ Emerging tech sectors becoming more prolific: AI, autonomous, machine/deep learning, VR/AR 

 



11 
Source: Preqin data collected on 03/09/2017. USD in billions. 
Adams Street Partners updates data semi-annually at June and December quarter ends. 

US Buyout Fund Dry Powder 
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Source: ASPIRE as of December 31, 2016. Includes all primary investments in US Buyout Funds in Core Portfolios. “Core Portfolios” are funds and separate accounts (excluding special mandate 
funds and non-discretionary separate accounts) of which Adams Street Partners is the general partner, manager or investment adviser (as applicable) and for which Adams Street Partners makes 
discretionary investments in private equity funds. Core Portfolios include separate accounts no longer with Adams Street Partners.  The cash flows presented in this chart do not represent the cash 
flows of any particular Adams Street Partners fund or any investor in an Adams Street Partners fund. USD in millions. 12 

Strong Liquidity from Our Primary US Buyout Portfolio 
ASP Primary US Buyout calls and distributions over time 

% of NAV 
Distributed 17% 6% 10% 22% 46% 35% 31% 35% 7% 5% 24% 20% 22% 22% 31% 30% 
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Source:  Pitchbook as of 4Q 2016. 13 

Median Time from Initial Venture Capital Equity 
Funding to Exit 
As of December 31, 2016 
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Companies are staying private longer 



Source: Pitchbook and ASPIRE as of September 30, 2016. 
* Adams Street Partners captured 70% of the global non-healthcare $1 billion+ venture backed companies since 2000; 
Portfolio companies of funds in which Adams Street Partners’ portfolios have invested; a complete list of such portfolio companies is available upon request. 14 

We Pick Managers Who Pick Well 

Our VC managers invested 
in 70% of companies that 

achieved private valuations 
greater than $1.0 billion*  



North Dakota Portfolio Update 

15 



* Change in value over amount invested. Internal rates of return are not calculated for funds less than one year old. 
 ̂ Direct Alpha Methodology 

Performance early in a fund’s life is not generally meaningful due to fee drag and immature investments.  16 

North Dakota State Investment Board 
Private equity portfolio summary 
Total portfolio as of March 31, 2017 

April 1, 2017 – June 30, 2017 

Draws:  $3.9 million 

Distributions:  $2.6 million 

Subscription
Investment

Commitments
Amount
Draw n

Amount
UnDraw n

Market
Value
(NAV)

Distributions
Received

(D)

Total
Value

(NAV + D)

Net IRR
Since

Inception
Inception

Date

Total
Value /
Amount
Draw n

Institutional Venture Capital Fund II $5,000,000 $5,000,000 $5,000,000 $0 $0 $13,434,867 $13,434,867 21.34% 3/1989 2.69x
Institutional Venture Capital Fund III $6,000,000 $6,000,000 $6,000,000 $0 $0 $18,438,202 $18,438,202 34.15% 1/1993 3.07x
1998 Global Fund $23,701,761 $23,938,195 $22,848,073 $853,688 $1,415,132 $33,160,040 $34,575,172 5.01% 1/1998 1.51x
1999 Global Fund $24,489,864 $24,657,244 $23,421,339 $1,068,525 $1,931,214 $35,032,422 $36,963,637 6.02% 1/1999 1.58x
1999 Non-U.S. Fund $24,523,732 $24,512,934 $23,944,608 $579,124 $2,023,870 $45,247,402 $47,271,272 11.92% 1/1999 1.97x
Venture Capital Fund IV $25,000,000 $25,000,000 $25,000,000 $0 $3,342,859 $43,736,431 $47,079,290 7.64% 5/1999 1.88x
Direct Co-Investment $20,000,000 $20,000,000 $19,100,000 $900,000 $3,240,024 $25,094,614 $28,334,638 5.50% 9/2006 1.48x
ASP 2008 Non-US Fund $10,000,000 $9,980,161 $8,685,000 $1,315,000 $7,831,822 $4,354,653 $12,186,475 9.16% 1/2008 1.40x
2010 Global Fund $15,000,000 $15,052,176 $12,065,250 $2,934,750 $11,703,799 $5,367,960 $17,071,759 11.86% 4/2010 1.41x
2015 Global Fund $30,000,000 $29,729,225 $5,355,000 $24,645,000 $6,510,451 $541,781 $7,052,232 63.10% 10/2015 1.32x
2016 Global Fund $30,000,000 $16,969,116 $750,000 $29,250,000 $1,096,507 $0 $1,096,507 NM 5/2016 1.46x

Grand Total $213,715,357 $200,839,051 $152,169,270 $61,546,087 $39,095,678 $224,408,373 $263,504,051 10.96% 1.73x

MSCI ACWI Since Inception^ 6.30% Added Value 4.66%

Rusell 3000 Since Inception^ 7.06% Added Value 3.90%



North Dakota State Investment Board 
Intraperiod returns as compared to benchmark data 
Total portfolio as of March 31, 2017 

* For some periods, it was not possible to calculate a traditional PME because the pace of distributions would have created a short position in the public index. In these cases, the PME is calculated 
 using the “Direct Alpha” PME methodology (Gredil, Griffiths, Stucke, “Benchmarking Private Equity: The Direct Alpha Method,“ 2014).  17 
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What We Are Offering 

18 



North America 
60-70% 

Developed 
Markets 
20-30% 

Developing 
Markets 
10-15% 

$5B+ 
5% 

$2B-$5B 
20% 

$1B-$2B 
15% 

$500M-$1B 
35% 

0-$500M 
25% 

Primary Buyout Fund Sizes 

Primary 
67% 

Secondary 
18% 

Co-Investment 
5% 

Direct Venture/ 
Growth 

10% 

Strategy 

40-50 GPs 

15% 

35% 

50% 2017 

2018 

2019 

Commitment Pace 

Venture 
Capital 
25-35% 

Buyouts 
55-70% 

Other 
5-20% 

Subclass 

*Actual allocations will differ once the Program is fully invested.  19 

2017 Global Private Equity Program 
Projected allocations* 



Iterative and Continuous Process with Shared Insights 

21 

Screening 

Preliminary 
Due 

Diligence 

Final 
Due 

Diligence 

Monitoring 

Terms 
Negotiation 
and Closing 

Primary Investments 

Secondary Investments 

Direct Investments 

Market Research & 
Proactive Sourcing 

■ Research Themes 
■ Franchise Value 
■ Global Networks 
■ Integrated Diligence 



Changing Consumer Preferences 

Software and Technology  
Enabled Services 

Current Investment Themes Drive our Manager Selection 

22 A complete list of Adams Street Partners’ primary fund investments is available upon request. 

Engineering and Manufacturing  

Healthcare 2025 



Proactive Reach Where Selectivity is the Key 

23 

Primary 
Investments 
300-400 

Company 
Investments 
700-1,000 

Secondary 
Investments 
400-500 

3% 
5% 

3% 

1,400+ 
Quality Opportunities 

Reviewed Annually 

<5% 
of opportunities make it to investment 



1. General Partners in the Primary Portfolio 
2. Source: ASPIRE as of March 31, 2017 sourced on July 3, 2017.   Yield is defined as return of contributed capital at secondary investment or “deal” level one year after close date. 
3. Cash flows depicted are for illustrative purposes only and do not reflect actual cash flows of Adams Street Partners secondary investments. 
A complete list of Adams Street Partners’ Secondary investments is available upon request. 

24 

Secondary Selection Adds Value Early in the Program 

~80% 

% of Current Value to 
Existing GPs1 

Existing GPs 

Secondary 
investments have a 

quicker payback 
period – year 1 yield 

averages >17%2 

1 2 3 4 5 6 7 8 9 10 11 12
Fund Age (Years) 

Contributions Distributions

Investment Period Harvest Period 

Illustrative Fund Cash Flows3 

Target Secondary Purchase Period 



 
Source: ASPIRE as of March 31, 2017. 
*Top 20 managers by remaining NAV plus unfunded exposure. A complete list of Adams Street Partners’ Secondary investments is available upon request. 25 

We Target Assets With Specific Attributes 
Strong fundamentals at attractive values 

Growth Orientation 

Target 3-8 year old funds 
 

Emphasize growth themes and sectors 
 

~80% of gains from NAV growth, not discount 
 

Attractive Valuations 

Identify and track managers with 
conservative valuation policies and guidance 

 
Understand and position portfolio for  

multiple arbitrage at exit 

Top 20 managers* account for 63% of total secondary value 

High Quality Managers 



Appendix 

26 
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Miguel Gonzalo, CFA 
Partner & Head of Investment Strategy, Chicago 

■ As a Partner and Head of Investment Strategy, Miguel combines our bottom up 
investment research with top down forward-looking views in order to construct  
portfolios that meet our clients’ objectives. Miguel collaborates with investors to 
formulate strategies that leverage Adams Street Partners’ global capabilities. 

■ Miguel has worked closely with investors in the management of their portfolios, 
including the development and ongoing monitoring of their private equity 
programs since 2000. He is actively involved in the portfolio construction and 
ongoing monitoring of the various fund of funds programs and separate 
accounts. In addition, he maintains relationships with investment consultants to 
ensure continuity with client objectives.  

■ Prior to joining the Private Equity Group in 2000, Miguel was Head of the 
Performance Analysis Group in the Asset Allocation/Currency Group of Brinson 
Partners where he oversaw the design and management of the Firm's 
performance attribution and analytics systems.  

■ Miguel is a member of the Adams Street Partners Portfolio Construction 
Committee, the CFA Society of Chicago and the CFA Institute 

EDUCATION:   

University of Notre Dame, BA 
 
Northwestern University 
Kellogg School of 
Management, MBA 
 
YEARS OF INVESTMENT/ 
OPERATIONAL EXPERIENCE: 

22 
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Kelly Meldrum, CFA 
Partner & Head of Primary Investments, Menlo Park 

■ Kelly is a Partner and Head of Primary Investments. She is focused on the 
Global primary portfolio. Kelly is Chairperson of the Adams Street Partners 
Primary Investment Committee, and is a member of the Adams Street Partners 
Executive Committee. Kelly opened our Menlo Park office in 2006.  

■ Kelly is currently responsible for many of Adams Street’s General Partners, 
including Accel, August, Benchmark, Berkshire and TA Associates. 

■ Before joining Adams Street Partners in 2005, Kelly was the Director of Private 
Equity for the William and Flora Hewlett Foundation. She focused on the 
development and implementation of a high quality private equity fund 
investment program. Prior to that, she worked as a senior investment analyst 
with the Hewlett-Packard Corporation, where she managed a portfolio of 
venture capital partnership interests and was responsible for the research and 
investment management of public equities in the high technology and energy 
sectors. Additional investment experience includes working with the venture 
capital group of Morgan Stanley & Company, Inc. 

■ Kelly is a member of the CFA Institute and the CFA Society of San Francisco. 
Kelly is a Trustee of the Oregon Shakespeare Festival. 

■ She sits on advisory boards for ten private equity firms within the Adams Street 
Partners portfolio. 

 

EDUCATION:   

Bentley College, BS 
 
YEARS OF INVESTMENT/ 
OPERATIONAL EXPERIENCE: 
32 



DIRECT SECONDARY PRIMARY 
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Organized to Ensure Investment Focus 

Matthew Autrey 
Alex Bozoglou 
Jeff Burgis 
Adam Chenoweth 
Arnaud de Cremiers 
Doris (Yiyang) Guo 
Morgan Holzaepfel 
Jim Korczak 
Brijesh  Jeevarathnam 
Alex Lesch 
Saguna Malhotra 
Dominic Maier 
Kelly Meldrum 

Jeff Akers 
Troy Barnett 
Joe Goldrick 
Greg Holden 
Eric Klen 
Pinal Nicum  
Kristof Van Overloop 
 
Associates 
Thomas Ault 
William Bertha 
Joshua Burandt 
Jason Frank 
Clinton Miller 
Alexander Silver 

Sunil Mishra 
Ross Morrison 
Sergey Sheshuryak 
Yar-Ping Soo 
Michael Taylor 
Ling Jen Wu 
Yu (Hubert) Zhang 
 
Associates 
Kelly Carlquist 
Jonathan Goh 
Marcus Lindroos 
 

Venture Capital/  
Growth Equity 
Thomas Bremner 
Jeff Diehl 
Terry Gould 
Robin Murray 
Fred Wang 
Mike Zappert 

Associates 

Co-Investments 
Dave Brett 
Sachin Tulyani 
Ben Wallwork 
Craig Waslin 
 
 

EXECUTIVE COMMITTEE 

Bon French 
Executive Chairman 
Jeff Akers 
Head of Secondary Investments 

Jeff Diehl 
Managing Partner & Head of Investments  

Gary Fencik 
Head of Investor Relations 

Terry Gould 
Head of Direct Investments 

Quintin Kevin 
Chief Financial Officer 

Kelly Meldrum 
Head of Primary Investments  

Kevin O’Donnell 
Global Head of Investor Relations 

Ray Chan 
Mhahesh Madhavan 
Tobias True 
Jian Zhang 
 

Miguel Gonzalo 
Alex Storer 
Jana Tortora 
 

INVESTMENT 

Investor Relations 
Mike Chia 
Greg Favre 
Gary Fencik 
Sam Garetano 
John Gray 
Ana Maria Harrison 
Ben Hart 
Scott Hazen 
John Kremer 
Mike Lucarelli 
Vinay Mendiratta 
Kristina Milberg 
Kevin O’Donnell 
Isamu Sai 
Steven Wilde 
Martin vom Hagen 
 

Marketing 
Jeanne Elliott Enright 
CJ Flynn 
Nancy LaDieu 
Melissa Lefko 
Greta Nolan 
Megan Schroeder 
 

INVESTOR RELATIONS AND MARKETING 

ADVANCED ANALYTICS 

STRATEGY 

SUPPORT TEAMS 

Private Credit 
Bill Sacher 
Shahab Rashid 
Fred Chung 
Thomas Petty 
Emily Shiau 

Michael Allen 
Paul Anthony 
Paul Cappelli 

Ali Lauer   
Davis Thacker 
Matthew Wachtel 

Finance 
Stephen Baranowski 
Sarah Bass 
Tyson Bauer  
Juan Beltran 
Naz Busch 
Ellen Castellini 
Sara Cushing 
Megan Dunne 
Scott Fisher 
Jessica Garvey 
Lynn Hayden 
Aaron Karlinsky 
Quintin Kevin 
Christopher Larson 
Megan Meyer 
Steve Montag 
Joe Peck 
Mary Kate Planek 
Lena Pugh 
 
 
 

 
Jamie Raibley 
Scott Rybak 
Olivia Schreader 
Jason Swanson 
Christina Totton 
Hannah Wilson 
Douglas Wong 
Triste Wyckoff-Heintz 
 

Human Resources 
Carolyn Flanagan 
Kristen Lampert 
Ko Liang 
Kelly M. Mahadev 
Mac Pfisterer 
Elyse Winter  
 
Information Technology 
Philipp Bohren 
Curt De Witt 
Mike Giannangelo 
Megan Heneghan 
Derek Piunti 
 
Performance Reporting 
Lauren Gebbie 
Todd Jankowski 
Mike Rosa 
Mensur Sulic 
Renee Vogl 
Molly Winans 
 
 

Legal 
Ben Benedict 
Tim Bryant 
Gail Carey 
Sara Robinson Dasse 
Jennifer Goodman 
Rasa Kelpsa 
Eric Mansell 
Anne Semik 
Mamiko Higashi 
 
 



*Environmental, Social and Governance (“ESG”) Considerations 32 

ESG Considerations 
■ Adams Street became a signatory to the United Nations Principles for 

Responsible Investment (“UNPRI”) in October 2010 
■ The Firm adopted an ESG Policy, established an ESG Committee and 

conducted firm-wide training regarding integration of ESG 
considerations into the investment process 

■ The Firm integrates ESG Considerations into the investment process 
using the below criteria to evaluate prospective investments: 

‒ Character and integrity of the leadership of the fund or portfolio company 

‒ The quality, sustainability and transparency of operations 

‒ Impacts of the fund’s investments or portfolio company’s business 
(e.g., human rights and environmental impacts) 

Diversity, Inclusion and ESG* Considerations 
at Adams Street 

Our Diversity and Inclusion Initiative’s mission is to increase access, contribute to education 
and engage staff in outreach opportunities designed to raise awareness and bring greater 
numbers of women and men of diverse backgrounds into the industry. 
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Notes to Performance: All Strategies Outperform Public  
Market Equivalents by 400 bps* 

*  The strategies listed exceeded public market equivalents by 400 bps based on the composite, since inception IRR for each strategy as described herein.  

1. With respect to the strategies Primary Only, Primary Venture  Capital, Primary Buyout, ASP Capital Funds and Co-Investment Funds, this chart, in USD, shows composite 
performance of private equity fund investments in Adams Street Partners “Core Portfolios” which are funds and separate accounts (excluding special mandate funds and 
non-discretionary separate accounts) of which Adams Street Partners is the general partner, manager or investment adviser (as applicable) and for which Adams Street 
Partners makes discretionary investments in private equity.  For each of these strategies in the chart, performance is shown on a composite basis for all investments in 
Core Portfolios that are within that strategy.   

2. With respect to the strategy Secondary Only, this chart, in USD, shows composite performance by year of legal closing and transfer of assets of secondary investments 
(including interests purchased pursuant to a right of first refusal); it includes all secondary investments from 1986 through current period in all funds or other portfolios over 
which Adams Street Partners exercises investment discretion (including separate accounts no longer with Adams Street Partners). 

3. With respect to Adams Street Partners primary and secondary investments, IRRs are net of fees, carried interest and expenses charged to the underlying private equity 
funds, but are gross of Adams Street Partners’ fees, carried interest and expenses, which reduce returns to investors. For the effect of Adams Street Partners’ fees, 
carried interest and expenses on Adams Street Partners’ fund returns to investors, please see Adams Street Partners Net Performance chart in the notes section of this 
presentation. There can be no guarantee that unrealized investments will ultimately be liquidated at the values reflected in this return data. With respect to Adams Street 
Partners direct and co-investment funds included in this data, performance is net of Adams Street Partners’ fees, carried interest and expenses. The returns presented in 
this chart do not represent returns achieved by any particular Adams Street Partners fund or any investor in an Adams Street Partners fund.  

4. Public Market Equivalent (PME) is calculated using the MSCI All Country World Index. For some periods, it was not possible to calculate traditional PME because the pace 
of distributions would have created a short position in the public index.  In these cases, denoted by the symbol “^”, the PME is calculated using the “Direct Alpha” PME 
methodology (Gredil, Griffiths, Stucke, “Benchmarking Private Equity: The Direct Alpha Method,” 2014). Mathematically, Direct Alpha PME is equal to the IRR of the future 
value of cash flows, where future value is based on the return of the benchmark index, less than the IRR of the actual value of the cash flows.  

5. Inception date as of November 1, 1979.   

6. Inception date as of February 21, 1985.   

7. Inception date as of August 29, 1986.  

8. Inception date as of March 1, 1989. Composite since inception IRR is net of Adams Street Partners’ fees, carried interest and expenses. IVCF II, a component of this 
composite, charged only management fees and expenses. Includes IVCF II (invested in both partnerships and direct portfolio companies), IVCF III, BVCF IV, AS V, AS 
2006, AS 2007, AS 2008, AS 2009, AS 2010, AS 2011, AS 2012, AS 2013, AS 2014, AS 2015, AS 2016, AS 2017 and AS Venture/Growth VI.  

9. Inception date as of July 8, 1992. Co-Investment Funds includes a separate account (1992-1998), Co-Investment I (2006), II (2009) and III (2014).  

Past performance is not a guarantee of future results. 

 

As March 31, 2017 
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Notes to Performance: Consistent Outperformance Across 
Strategies Over Time 

1. This chart, in USD, shows composite performance of private equity fund investments in Adams Street Partners “Core Portfolios” which are funds and separate accounts 
(excluding special mandate funds and non-discretionary separate accounts) of which Adams Street Partners is the general partner, manager or investment adviser (as 
applicable) and for which Adams Street Partners makes discretionary investments in private equity.  For each strategy listed in the chart, performance is shown on a 
composite basis for all investments in Core Portfolios that are within that strategy.  The returns presented in this chart do not represent returns achieved by any particular 
Adams Street Partners fund or any investor in an Adams Street Partners fund. For Adams Street Partners funds’ net returns, please see the Adams Street Partners Net 
Performance chart in the notes section of this presentation. 

2. With respect to Adams Street Partners primary and secondary investments, IRRs are net of fees, carried interest and expenses charged to the underlying private equity 
funds, but are gross of Adams Street Partners’ fees, carried interest and expenses, which reduce returns to investors. For the effect of Adams Street Partners’ fees, 
carried interest and expenses on Adams Street Partners’ fund returns to investors, please see Adams Street Partners Net Performance chart in the notes section of this 
presentation. There can be no guarantee that unrealized investments will ultimately be liquidated at the values reflected in this return data. With respect to Adams Street 
Partners direct and co-investment funds included in this data, performance is net of Adams Street Partners’ fees, carried interest and expenses.  

3. Public Market Equivalent (PME) is calculated using the MSCI All Country World Index. 

4. Inception date as of November 1, 1979. 

5. Inception date as of August 29, 1986. 

6. Inception date as of February 21, 1985. 

7. Inception date as of March 1, 1989. Composite since inception IRR is net of Adams Street Partners’ fees, carried interest and expenses. IVCF II, a component of this 
composite, charged only management fees and expenses. Includes IVCF II (invested in both partnerships and direct portfolio companies), IVCF III, BVCF IV, AS V, AS 
2006, AS 2007, AS 2008, AS 2009, AS 2010, AS 2011, AS 2012, AS 2013, AS 2014, AS 2015, AS 2016, AS 2017 and AS Venture/Growth VI. 

8. Inception date as of July 8, 1992. Co-Investment Funds includes a separate account (1992-1998), Co-Investment I (2006), II (2009) and III (2014).  

^  For some periods, it was not possible to calculate traditional PME because the pace of distributions would have created a short position in the public index.  In these 
cases PME is calculated using the “Direct Alpha” PME methodology (Gredil, Griffiths, Stucke, “Benchmarking Private Equity: The Direct Alpha Method,” 2014). 
Mathematically, Direct Alpha PME is equal to the IRR of the future value of cash flows, where future value is based on the return of the benchmark index, less than the IRR 
of the actual value of the cash flows. 

Past performance is not a guarantee of future results. 

March 31, 2017 



The page entitled “Notes to Performance: Adams Street Partners Net Performance.” included on the following page of this presentation, is an important component of this performance 
data. Past performance is not a guarantee of future results. 

Gross IRR Net IRR Net Multiple
Brinson Partnership 1996 Subscription 16.92% 14.21% 6.8% ^ 1.69x
Brinson Partnership 1997 Subscription 15.07% 12.13% 3.4% ^ 1.62x
Brinson Partnership 1998 Subscription 6.85% 5.01% 3.1% ^ 1.35x
Brinson Partnership 1999 Subscription 7.62% 5.76% 4.3% ^ 1.41x
Brinson Partnership 2000 Subscription 9.36% 7.30% 5.3% ^ 1.50x
Brinson Partnership 2001 Subscription 10.85% 8.61% 6.6% ^ 1.57x
Adams Street Partnership Fund - 2002 Non-U.S. Fund, LP 14.06% 11.61% 7.9% ^ 1.71x
Adams Street Partnership Fund - 2002 U.S. Fund, LP 10.62% 8.56% 6.4% 1.63x
Adams Street Partnership Fund - 2003 Non-U.S. Fund, LP 12.15% 9.66% 5.3% ^ 1.57x
Adams Street Partnership Fund - 2003 U.S. Fund, LP 9.85% 7.92% 6.6% 1.58x
Adams Street Partnership Fund - 2004 Non-U.S. Fund, LP 7.99% 6.00% 3.4% 1.39x
Adams Street Partnership Fund - 2004 U.S. Fund, LP 8.83% 7.07% 7.1% 1.51x
Adams Street Partnership Fund - 2005 Non-U.S. Fund, LP 6.53% 4.94% 2.8% 1.34x
Adams Street Partnership Fund - 2005 U.S. Fund, LP 8.50% 6.89% 8.2% 1.49x
Adams Street Partnership Fund - 2006 Non-U.S. Fund, LP 7.21% 5.62% 3.5% 1.37x
Adams Street Partnership Fund - 2006 U.S. Fund, LP 8.84% 7.14% 9.0% 1.46x
Adams Street 2006 Direct Fund, L.P. 11.09% 7.72% 7.6% 1.83x
Adams Street Partnership Fund - 2007 Non-U.S. Fund, LP 9.19% 7.30% 4.5% 1.41x
Adams Street Partnership Fund - 2007 U.S. Fund, LP 14.00% 11.91% 11.1% 1.69x
Adams Street 2007 Direct Fund, L.P. 15.19% 10.95% 8.9% 1.99x
Adams Street Partnership Fund - 2008 Non-U.S. Fund, L.P. 12.13% 9.51% 5.2% 1.42x
Adams Street Partnership Fund - 2008 U.S. Fund, L.P. 18.27% 15.56% 13.3% 1.77x
Adams Street 2008 Direct Fund, L.P. 20.36% 14.95% 12.6% 2.12x
Adams Street Partnership Fund - 2009 Non-U.S. Developed Markets, L.P. 12.54% 9.02% 5.8% 1.29x
Adams Street Partnership Fund - 2009 Non-U.S. Emerging Markets Fund, L.P. 11.11% 8.79% 2.5% 1.38x
Adams Street Partnership Fund - 2009 U.S. Fund, L.P. 16.66% 13.58% 13.8% 1.56x
Adams Street 2009 Direct Fund, L.P. 20.67% 14.28% 14.6% 1.75x
Adams Street Partnership Fund - 2010 Non-U.S. Developed Markets Fund, L.P. 12.15% 8.71% 5.8% 1.26x
Adams Street Partnership Fund - 2010 Non-U.S. Emerging Markets Fund, L.P. 12.14% 9.86% 2.6% 1.34x
Adams Street Partnership Fund - 2010 U.S. Fund, L.P. 17.43% 14.25% 13.3% 1.51x
Adams Street 2010 Direct Fund, L.P. 18.50% 12.27% 13.4% 1.58x
Adams Street 2011 Non-US Developed Markets Fund LP 12.54% 9.19% 6.0% 1.24x
Adams Street 2011 Emerging Markets Fund LP 12.91% 10.58% 2.3% 1.37x
Adams Street 2011 US Fund LP 16.08% 13.18% 13.5% 1.40x
Adams Street 2011 Direct Fund LP 26.07% 18.30% 12.7% 1.78x
Adams Street 2012 Global Fund LP 11.88% 7.91% 7.6% 1.18x
Adams Street 2012 Developed Markets Fund LP 12.74% 9.19% 3.9% 1.19x
Adams Street 2012 Emerging Markets Fund LP 9.56% 6.75% 4.3% 1.16x
Adams Street 2012 US Fund LP 11.07% 7.86% 11.5% 1.19x
Adams Street 2012 Direct Fund LP 17.81% 9.57% 12.0% 1.24x
Adams Street 2013 Global Fund LP 11.00% 7.40% 7.6% 1.14x
Adams Street 2013 Developed Markets Fund LP 12.00% 8.72% 3.8% 1.16x
Adams Street 2013 Emerging Markets Fund LP 11.91% 8.87% 6.2% 1.14x
Adams Street 2013 US Fund LP 10.76% 7.68% 11.0% 1.15x
Adams Street 2013 Direct Fund LP 12.20% 5.31% 11.7% 1.10x
Adams Street 2014 Global Fund LP 12.83% 8.34% 7.9% 1.12x
Adams Street 2014 Developed Markets Fund LP 10.99% 6.34% 4.3% 1.08x
Adams Street 2014 Emerging Markets Fund LP 13.37% 9.34% 7.7% 1.13x
Adams Street 2014 US Fund LP 11.45% 8.16% 11.0% 1.13x
Adams Street 2014 Direct Fund LP 23.00% 12.89% 10.8% 1.19x

Performance in USD
PME*

Adams Street Partners Net Performance 
 As of March 31, 2017 
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Sheet1

				Performance in USD

				Gross IRR		Net IRR		PME*				Net Multiple

		Brinson Partnership 1996 Subscription		16.92%		14.21%		6.8%		^		1.69x

		Brinson Partnership 1997 Subscription		15.07%		12.13%		3.4%		^		1.62x

		Brinson Partnership 1998 Subscription		6.85%		5.01%		3.1%		^		1.35x

		Brinson Partnership 1999 Subscription		7.62%		5.76%		4.3%		^		1.41x

		Brinson Partnership 2000 Subscription		9.36%		7.30%		5.3%		^		1.50x

		Brinson Partnership 2001 Subscription		10.85%		8.61%		6.6%		^		1.57x

		Adams Street Partnership Fund - 2002 Non-U.S. Fund, LP		14.06%		11.61%		7.9%		^		1.71x

		Adams Street Partnership Fund - 2002 U.S. Fund, LP		10.62%		8.56%		6.4%				1.63x

		Adams Street Partnership Fund - 2003 Non-U.S. Fund, LP		12.15%		9.66%		5.3%		^		1.57x

		Adams Street Partnership Fund - 2003 U.S. Fund, LP		9.85%		7.92%		6.6%				1.58x

		Adams Street Partnership Fund - 2004 Non-U.S. Fund, LP		7.99%		6.00%		3.4%				1.39x

		Adams Street Partnership Fund - 2004 U.S. Fund, LP		8.83%		7.07%		7.1%				1.51x

		Adams Street Partnership Fund - 2005 Non-U.S. Fund, LP		6.53%		4.94%		2.8%				1.34x

		Adams Street Partnership Fund - 2005 U.S. Fund, LP		8.50%		6.89%		8.2%				1.49x

		Adams Street Partnership Fund - 2006 Non-U.S. Fund, LP		7.21%		5.62%		3.5%				1.37x

		Adams Street Partnership Fund - 2006 U.S. Fund, LP		8.84%		7.14%		9.0%				1.46x

		Adams Street 2006 Direct Fund, L.P.		11.09%		7.72%		7.6%				1.83x

		Adams Street Partnership Fund - 2007 Non-U.S. Fund, LP		9.19%		7.30%		4.5%				1.41x

		Adams Street Partnership Fund - 2007 U.S. Fund, LP		14.00%		11.91%		11.1%				1.69x

		Adams Street 2007 Direct Fund, L.P.		15.19%		10.95%		8.9%				1.99x

		Adams Street Partnership Fund - 2008 Non-U.S. Fund, L.P.		12.13%		9.51%		5.2%				1.42x

		Adams Street Partnership Fund - 2008 U.S. Fund, L.P.		18.27%		15.56%		13.3%				1.77x

		Adams Street 2008 Direct Fund, L.P.		20.36%		14.95%		12.6%				2.12x

		Adams Street Partnership Fund - 2009 Non-U.S. Developed Markets, L.P.		12.54%		9.02%		5.8%				1.29x

		Adams Street Partnership Fund - 2009 Non-U.S. Emerging Markets Fund, L.P.		11.11%		8.79%		2.5%				1.38x

		Adams Street Partnership Fund - 2009 U.S. Fund, L.P.		16.66%		13.58%		13.8%				1.56x

		Adams Street 2009 Direct Fund, L.P.		20.67%		14.28%		14.6%				1.75x

		Adams Street Partnership Fund - 2010 Non-U.S. Developed Markets Fund, L.P.		12.15%		8.71%		5.8%				1.26x

		Adams Street Partnership Fund - 2010 Non-U.S. Emerging Markets Fund, L.P.		12.14%		9.86%		2.6%				1.34x

		Adams Street Partnership Fund - 2010 U.S. Fund, L.P.		17.43%		14.25%		13.3%				1.51x

		Adams Street 2010 Direct Fund, L.P.		18.50%		12.27%		13.4%				1.58x

		Adams Street 2011 Non-US Developed Markets Fund LP		12.54%		9.19%		6.0%				1.24x

		Adams Street 2011 Emerging Markets Fund LP		12.91%		10.58%		2.3%				1.37x

		Adams Street 2011 US Fund LP		16.08%		13.18%		13.5%				1.40x

		Adams Street 2011 Direct Fund LP		26.07%		18.30%		12.7%				1.78x

		Adams Street 2012 Global Fund LP		11.88%		7.91%		7.6%				1.18x

		Adams Street 2012 Developed Markets Fund LP		12.74%		9.19%		3.9%				1.19x

		Adams Street 2012 Emerging Markets Fund LP		9.56%		6.75%		4.3%				1.16x

		Adams Street 2012 US Fund LP		11.07%		7.86%		11.5%				1.19x

		Adams Street 2012 Direct Fund LP		17.81%		9.57%		12.0%				1.24x

		Adams Street 2013 Global Fund LP		11.00%		7.40%		7.6%				1.14x

		Adams Street 2013 Developed Markets Fund LP		12.00%		8.72%		3.8%				1.16x

		Adams Street 2013 Emerging Markets Fund LP		11.91%		8.87%		6.2%				1.14x

		Adams Street 2013 US Fund LP		10.76%		7.68%		11.0%				1.15x

		Adams Street 2013 Direct Fund LP		12.20%		5.31%		11.7%				1.10x

		Adams Street 2014 Global Fund LP		12.83%		8.34%		7.9%				1.12x

		Adams Street 2014 Developed Markets Fund LP		10.99%		6.34%		4.3%				1.08x

		Adams Street 2014 Emerging Markets Fund LP		13.37%		9.34%		7.7%				1.13x

		Adams Street 2014 US Fund LP		11.45%		8.16%		11.0%				1.13x

		Adams Street 2014 Direct Fund LP		23.00%		12.89%		10.8%				1.19x
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Notes to Performance: 
Adams Street Partners Net Performance 
As of March 31, 2017 

Note:  Brinson Partnership Subscription gross and net IRR presents representative subscription performance of a subscriber that followed Adams Street Partners’ recommended allocation and pays the 
highest fees. For Adams Street Funds, actual commingled fund performance gross and net IRR are presented. Gross IRRs are net of management fees, carried interest and expenses charged to the 
underlying private equity funds, in the case of primary and secondary funds, but gross of Adams Street Partners’ management fees and carried interest, which reduce returns to investors. Net IRRs are net of 
Adams Street Partners’ management fees, carried interest and expenses as well as net of management fees, carried interest and expenses charged to the underlying private equity funds (in the case of 
primary and secondary funds). Capital-weighted annualized returns from inception through quarter end. There can be no guarantee that unrealized investments will ultimately be liquidated at the values 
reflected in this return data. Each Brinson Partnership Subscription includes fund allocations made within a series of pooled investment vehicles. Performance for vintage years later than 2014 is not shown 
because performance early in a fund’s life is not generally meaningful due to fee drag and immature investments. Past performance is not a guarantee of future results.  
 
*Public Market Equivalent (PME) is calculated using the S&P 500 Index for Brinson Partnership Subscription, US Funds and Direct Funds; MSCI EAFE (Europe, Australasia, Far East) for Non-US and Non-US 
Developed Funds; MSCI Emerging for Emerging Markets Funds; and MSCI All Country World for Global Funds. The PME calculation is based on the Net IRR cash flows which reflects the payments of fees, 
carried interest and expenses. 
 
 ̂ During some periods in which Adams Street Partners investments outperformed the benchmark by a substantial margin, PME could not be calculated because the tracking position in the underlying 

benchmark index would have resulted in a short position. In these cases, the PME is calculated using the  “Direct Alpha” PME methodology (Gredil, Griffiths, Stucke, “Benchmarking Private Equity: The Direct 
Alpha Method,” 2014).  Mathematically, Direct Alpha PME is equal to the IRR of the future value of the cash flows underlying the IRR calculation, where future value is based on the return of the benchmark 
index, less the IRR of the actual value of the cash flows. 
 



AGENDA ITEM IV.C.5. 
 

BOARD ACTION REQUESTED 
 

TO:    State Investment Board    
 
FROM:   Dave Hunter, Darren Schulz and Eric Chin 
 
DATE:   August 22, 2017 
 
SUBJECT:  Private Equity Recommendation – Adams Street Partners 
______________________________________________________________________ 
 
Background: 
 
As part of a multi-year plan to enhance the expected return of our private equity (“PE”) portfolio, 
RIO continues to review existing and prospective PE managers in the marketplace. At this time, 
RIO recommends making a new “follow-on” commitment to the Adams Street Partners (“Adams 
Street” or “ASP”) Global Fund for 2017. Adams Street is our largest PE manager (at $40 million) 
and has consistently generated the strongest returns (within PE) for our clients over the last 25 
years. 
       1-Yr. 3-Yrs.     5-Yrs.   10-Yrs.  Inception 
Net IRR for Adams Street Partners Investment       10.1% 11.0%   11.6%    7.0%      11.0% 
 
It is important to note that SIB clients within the $5.3 billion Pension Trust currently have a 
6.5% (or $345 million) target allocation to PE versus an actual allocation of $167 million. In 
order to reduce this $178 million underweight position, RIO recommends the SIB approve a 
new “follow-on” commitment to the ASP 2017 Global Fund of $60 million. RIO notes the SIB 
previously approved two similar $30 million commitments to ASP’s Global Fund in 
September of 2015 and February of 2016. In March of 2016, RIO and Callan identified 
BlackRock as a new strategic partner to complement Adams Street and re-establish our clients’ 
long-term commitment to this asset class. Given the significant growth in the Pension Trust during 
the past year, we regularly review our PE investment pacing schedule with the intent of eliminating 
the sizable underweight position over the next 5 years. Investment pacing plays an important role 
in gradually re-building our PE portfolio so as to prevent the potential adverse effects of vintage 
year concentration risk. The establishment of two strategic partners in this long-term investment 
should also help to reduce management fees. Given expected capital distributions on existing PE 
assets over the next five years, ASP believes annual private equity commitments will likely need to 
approximate $60 million (for each manager) over the next five years. Based on a prior investment 
pacing schedule, the SIB committed $200 million to BlackRock over a four-year commitment period 
(or $50 million per annum). 
 
RIO Due Diligence: 
 
During the past three years, RIO met with over two dozen private equity investment and consulting 
firms including Adams Street, BlackRock, Capital Group, Carlyle Group, Cogent, CorsAir, Credit 
Suisse, Crestline, Evercore, Goldman Sachs, Hamilton Lane, HarbourVest, Invest America, 
JPMorgan, KKR, Matlin Patterson, Pantheon, Partners Group, Pathway, Portfolio Advisors, Public 
Pension Capital, Quantum Energy Partners, RCP Investors and UBS.  During the course of our 
due diligence, nearly all investment managers expressed a willingness to offer preferential pricing 
to develop a long-term strategic relationship.  



RIO notes that ASP has served as the SIB’s longest term, strategic partner within PE and 
provided our Pension Trust clients with a reasonable return premium versus public equity 
(of over 4% versus MSCI World Index since inception).  Over the long-term, ASP believes it 
will be able to generate a 3% to 4% return premium versus public equity (after all fees). 
 
Key Terms: 
 
Fund Name:    Adams Street 2017 Global Fund LP 
General Partner: Adams Street Partners 
Fund Term:  15 years after final close 
Borrowing:  Up to 25% 
Commitment Period: Target 2.5 to 3.0 years 
Return Objective: Net IRR in excess of 13% 
Management Fee: 0.49% for $60 million 
Carried Interest: 0% primary (~65%); 10% secondary/co-invest (~25%); 20% direct (~10%)  
Preferred Return: 7% for secondary and co-investments 
Example: Fund of Funds (primary, secondary, co-invest) (~ 90%); Direct (~ 10%) 
 
Recommendation: 
 
RIO recommends the SIB approve a $60 million commitment to the Adams Street 2017 
Global Fund. This action is consistent with RIO’s prior recommendations to re-establish our 
commitment to the PE sector while working with one of our longest-term strategic partners in order 
to reduce our current underweight position in a reasonable and prudent manner. As previously 
noted, the SIB’s investment history with Adams Street Partners goes back to 1991. 
 
 
Adams Street Partners – Partnership Fund Management Fees 
 

 
 

 

Note:  Management fees are reduced for size and repeat subscriptions. 
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Callan Succession Planning 

● Greg Allen, President and Director of Research, will assume the title of CEO and President. 

● Ron Peyton, Chairman and CEO, will assume the title of Executive Chairman. 

● Both will maintain current reporting lines, aside from Greg reporting to the Board. 

● Greg’s current title of Director of Research will be transitioned some time in the future.  

Effective September 1, 2017 
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U.S. Economy 

● The initial estimate of 2nd quarter GDP was 2.6%, in-line with expectations and stronger than Q1’s 
1.4%. 

● June headline inflation rose 1.6% over the trailing twelve months. Core CPI increased 1.7%.  
● June unemployment was 4.4% (down 0.1% from March) while the labor force participation rate fell 

to 62.8% (down 0.2%). 
● The Fed increased the target overnight rate to 1.00% - 1.25% on June 15. 

Periods Ending June 30, 2017 

Source: Bureau of Labor Statistics 
Source: Bureau of Economic Analysis 
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Corporate Earnings 

● Earnings lifted U.S. equities higher in the quarter, driven by a few key factors: 
– A boost to exports from a weaker dollar 
– Wages have increased enough to support consumer spending yet labor costs have not weighed on profits 
– The energy sector’s earnings drag as the broad index level has abated 
– Companies are benefitting from years of extensive cost-cutting 

Source: Compustat, FactSet, Standard & Poor’s, J.P. Morgan Asset Management; (Top right) Federal Reserve, S&P 500 individual company 10k filings, S&P Index Alert. EPS levels are based on operating earnings per share. Earnings estimates are Standard & 
Poor’s consensus analyst expectations. Past performance is not indicative of future returns. Currencies in the Trade Weighted U.S. Dollar Major Currencies Index are: British pound, euro, Swedish krona, Australian dollar, Canadian dollar, Japanese yen and 
Swiss franc. *1Q17 earnings are calculated using actual earnings for 98.6% of S&P 500 market cap and earnings estimates for the remaining companies. **Year-over-year change is calculated using the quarterly average for each period. USD forecast assumes 
no change in the U.S. dollar from its June 30, 2017 level. Guide to the Markets – U.S. Data are as of June 30, 2017. 



4 Second Quarter 2017 Knowledge. Experience. Integrity. 

Bond Market Dynamics 

● Historically high duration means the U.S. Aggregate is more sensitive to interest rate changes; 
however, higher yields in the U.S. relative to other developed markets increases global demand 
which could slow the pace at which long rates rise. 
 

Source: FactSet, J.P. Morgan Asset Management; (Bottom left) Bloomberg, BofA/Merrill Lynch. (Bottom right) Barclays, Bloomberg. The Developed Market Government Bond Index is the Bank of 
America/Merrill Lynch Global Government Index. Duration measures the sensitivity of the price of a bond to a change in interest rates. The higher the duration the greater the sensitivity bond is to 
movements in the interest rate. Guide to the Markets – U.S. Data are as of June 30, 2017. 
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Asset Class Performance 

for Periods Ended June 30, 2017
Periodic Table of Investment Returns
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U.S. Equity Returns 
Periods Ending June 30, 2017 

● The RU 1000 was up 3.1% - Health Care (+7.2%) and Industrials (+4.3%) were the best 
performing sectors. 

● The RU 2000 was up 2.5% - Telecom (+15.5%) and Health Care (+8.8%) were the best 
performing sectors. 

● S&P 500 companies reported the strongest quarterly earnings growth rate in six years and 70% of 
companies reported earnings above expectations. 

Source: Barrow Hanley Quarterly Benchmark Review 
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Value Core Growth Value Core Growth

Large Large 

Mid Mid 

Small Small 

2Q 2017 Annualized 1 Year Returns

1.3% 3.1% 4.7% 15.5% 18.0% 20.4%

0.7% 2.5% 4.4% 24.9% 24.6% 24.4%

1.4% 2.7% 4.2% 15.9% 16.5% 17.1%

U.S. Equity Style Returns 

● Last Quarter: Large outperformed except in value, which was led by mid; growth outperformed. 
– Strong earnings and continued flows into passive strategies, particularly ETFs, buoyed large cap. 
– Growth stocks Facebook, Amazon, Apple, Microsoft, and Google accounted for 22% of the S&P 500’s quarterly 

return. 
● Last Year: Small outperformed; growth outperformed except in small cap where value edged growth. 

 

Periods Ending June 30, 2017 

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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Regional Quarterly Performance (U.S. Dollar)
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5.63%

6.27%

7.37%

5.19%

1.54%

International Equity Returns 

● The best performing region was Europe (+7.4%).  

● The euro (+6.6%) and pound (3.9%) 
strengthened versus the dollar while the yen 
weakened (-0.8%). 

● Economic recovery and market-friendly election 
outcomes spurred non-U.S. equities past U.S. 
equities for the second consecutive quarter. Source: Barrow Hanley Quarterly Benchmark Review 

Source: MSCI  

*Euro returns from 1Q99. German mark prior to 1Q99. 
Source: MSCI 

Periods Ending June 30, 2017 
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Yield Curve Changes 
Periods Ending June 30, 2017 

Source: Bloomberg Source: U.S. Department of the Treasury 
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Historical 10-Year Yields 

● The Treasury yield curve flattened with short term rates rising along with Fed action and the long 
term falling on expectations of a slower growth trajectory. The yield on the 10-year and 30-year 
dropped 9 bps and 18 bps, respectively. The 3-month rose 27 bps. 

● Breakeven inflation fell as expectations for policy-driven growth have softened. 

● Worldwide, rates remain low. 
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● Credit (+2.4%) and high yield (+2.2%) were the best performing sectors on solid earnings and as 
global demand for yield provided support for spread sectors. 

● Treasury Inflation Protected Securities (TIPS) (-0.4%) underperformed on lower inflation 
expectations following weak CPI and retail sales data. 

● Demand for yield saw spreads contract in most sectors; MBS widened moderately. 

Periods Ending June 30, 2017 

Total Rates of Return by Bond Sector 

Source: Bloomberg Barclays 

Bloomberg Barclays Aggregate
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Rolling 1 Year Returns
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NCREIF Total Index Returns by Property Typ
Quarter Ended June 30, 2017

0.0% 0.5% 1.0% 1.5% 2.0% 2.5% 3.0% 3.5% 4.0%

Apartments 1.45

Hotels 1.76

Industrial 3.07

Office 1.58

Retail 1.52

Total
1.75

1.74

NCREIF Total Index CAI Total Real Estate DB

NCREIF Total Index Returns by Geographic Area
Quarter Ended June 30, 2017

0.0% 0.5% 1.0% 1.5% 2.0% 2.5% 3.0%

EN Central 1.40

Mideast 1.26

Mountain 2.06

Northeast 1.55

Pacific 2.19

Southeast 1.81

Southwest 1.45

WN Central 1.00

Total
1.75
1.74

NCREIF Total Index CAI Total Real Estate DB

Real Estate Overview 
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Infrastructure 

● Global Infrastructure Hub (“GIH”) is a G20-backed enterprise.  The GIH commissioned Oxford 
Economics to prepare a July 2017 report titled “Global Infrastructure Outlook: Infrastructure 
Investment Needs 50 Countries, 7 Sectors to 2040.” 

● Two-thirds of global infrastructure spending between 2007 - 2015 was in roads and electricity.  

● Estimated $18 trillion shortfall between current investment projections and required spending.  
The largest amount of spending, $28 trillion, is expected in China. The largest shortfall, $3.8 
trillion, expected to occur in the United States. 

Sources: The Economist magazine; Oxford Economics 
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A comparison of US Stock Market Conditions 

● The Herfindahl–Hirschman Index provides a measure of market concentration.  

● According to the US Department of Justice, the agency generally considers markets in which the 
HHI is between 1,500 and 2,500 points to be moderately concentrated, and considers markets in 
which the HHI is in excess of 2,500 points to be highly concentrated. 

Source: Credit Suisse, “The Incredible Shrinking Universe of Stocks” 

Fewer than ever 

More institutional 

Relatively diverse 



Consolidated Pension Trusts 
Quarterly Review 
• Public Employees Retirement 

System 
• Teachers’ Fund for Retirement 
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$000s Weight Percent $000s
Asset Class Actual Actual Target Dif f erence Dif f erence
Domestic Equity       1,193,659   22.5%   21.0%    1.5%          80,826
Domestic Fixed Income         958,310   18.1%   17.8%    0.3%          15,051
International Equity         838,649   15.8%   14.3%    1.5%          80,863
Int'l Fixed Income         259,750    4.9%    5.4% (0.5%) (26,407)
Global Real Estate         569,154   10.7%   10.5%    0.2%          12,738
World Equity         889,574   16.8%   16.0%    0.8%          41,701
Priv ate Equity         167,162    3.2%    6.5% (3.3%) (177,286)
Timber         136,488    2.6%    3.1% (0.5%) (27,787)
Inf rastructure         247,530    4.7%    5.0% (0.3%) (17,430)
Cash Equiv alents          38,929    0.7%    0.4%    0.3%          17,733
Total       5,299,205  100.0%  100.0%

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
0%

Actual Asset Allocation

Domestic Equity
23%

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
5%

Cash Equivalents
1%

Consolidated Pension Trust  Allocation 
As of June 30, 2017 
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$000s Weight Percent $000s
Asset Class Actual Actual Target Dif f erence Dif f erence
Domestic Equity         631,278   22.7%   20.6%    2.1%          58,320
Domestic Fixed Income         502,620   18.1%   18.0%    0.1%           1,978
International Equity         447,370   16.1%   14.4%    1.7%          46,856
Intl Fixed Income         130,196    4.7%    5.0% (0.3%) (8,871)
Real Estate         311,147   11.2%   11.0%    0.2%           5,199
World Equity         468,680   16.9%   16.0%    0.9%          23,665
Priv ate Equity          83,863    3.0%    7.0% (4.0%) (110,832)
Timber          68,943    2.5%    3.0% (0.5%) (14,498)
Inf rastructure         126,764    4.6%    5.0% (0.4%) (12,304)
Cash & Equiv alents          10,486    0.4%    0.0%    0.4%          10,486
Total       2,781,347  100.0%  100.0%

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%

Actual Asset Allocation

Domestic Equity
23%

Domestic Fixed Income
18%

International Equity
16%

Intl Fixed Income
5%

Real Estate
11%

World Equity
17%

Private Equity
3%

Timber
2%

Infrastructure
5%

Cash & Equivalents
0%

PERS Allocation 
As of June 30, 2017 
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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% 17.38% 19.58% (0.47%) 0.11% (0.36%)
Domestic Fixed Income 18% 18% 6.53% 3.23% 0.62% 0.00% 0.63%
Real Estate 11% 11% 9.65% 6.97% 0.31% (0.04%) 0.27%
Infrastructure 4% 5% 9.73% 1.50% 0.37% 0.08% 0.45%
Timber 3% 3% (9.44%) 3.35% (0.42%) 0.07% (0.35%)
International Equity 16% 14% 21.37% 20.53% 0.13% 0.07% 0.20%
International Fixed Inc. 5% 5% 1.15% (3.80%) 0.27% (0.00%) 0.27%
World Equity 17% 16% 21.01% 18.20% 0.45% 0.04% 0.49%
Private Equity 3% 7% 11.12% 11.12% 0.00% (0.05%) (0.05%)
Cash & Equivalents 1% 0% 0.74% 0.70% 0.00% (0.06%) (0.06%)

Total = + +13.35% 11.87% 1.25% 0.23% 1.48%

One Year Relative Attribution Effects

(1%) 0% 1% 2%

Domestic Equity

Domestic Fixed Income

Real Estate

Infrastructure

Timber

International Equity

International Fixed Inc.

World Equity

Private Equity

Cash & Equivalents

Total

Manager Effect Asset Allocation Total

PERS Performance and Attribution 

1 Year Ended 6/30/2017 
Gross:     13.35% 
Net of fees: 13.05% 
Target: 11.87% 
Net Added: 1.18% 

As of June 30, 2017 
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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
Domestic Equity 23% 22% 15.08% 14.52% 0.12% 0.09% 0.21%
Domestic Fixed Income 18% 17% 5.82% 3.57% 0.41% (0.01%) 0.40%
Real Estate 10% 10% 13.00% 10.49% 0.25% (0.02%) 0.22%
Infrastructure 4% 5% 7.22% 1.11% 0.25% 0.07% 0.32%
Timber 4% 5% 0.27% 7.16% (0.29%) (0.01%) (0.30%)
Interntional Equity 15% 15% 9.43% 7.52% 0.28% (0.01%) 0.27%
International Fixed Incom 5% 5% 1.60% (0.36%) 0.10% (0.00%) 0.10%
World Equity 15% 15% 11.31% 11.38% 0.05% (0.04%) 0.01%
Private Equity 4% 5% 1.59% 1.59% 0.00% 0.02% 0.02%
Cash & Equivalents 1% 1% 0.25% 0.22% 0.00% (0.01%) (0.01%)

Total = + +9.49% 8.25% 1.17% 0.07% 1.24%

PERS Performance and Attribution 
As of June 30, 2017 

5 Years Ended 6/30/2017 
Gross: 9.49% 
Net of fees: 9.16% 
Target: 8.25% 
Net Added: 0.91% 

Five Year Annualized Relative Attribution Effects

(1%) 0% 1% 2%

Domestic Equity

Domestic Fixed Income

Real Estate

Infrastructure

Timber

Interntional Equity

International Fixed Incom

World Equity

Private Equity

Cash & Equivalents

Total

Manager Effect Asset Allocation Total
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Total Asset Class Performance
Seven Years Ended June 30, 2017
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Pub Pln- Pub Pln- Pub Pln- Intl Public Fund - Pub Pln- Real Public Fund
Dom Equity  Dom Fixed Equity Intl Fixed Estate - Cash

(26)(42)

(4)

(28)

(37)

(83)

(44)

(82)

(8)

(98)

(62)

10th Percentile 15.66 5.67 9.25 5.81 14.30 0.77
25th Percentile 15.45 4.71 8.68 4.87 13.54 0.56

Median 15.08 3.94 8.00 3.81 12.83 0.22
75th Percentile 14.61 2.95 7.07 2.45 11.87 0.19
90th Percentile 13.90 2.26 5.85 0.70 11.08 0.17

Asset Class Composite 15.44 6.23 8.43 3.95 14.61 0.21

Composite Benchmark 15.23 4.63 6.34 1.75 8.74 -

Weighted
Ranking

22

Asset Class Composite Results 

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

● Domestic fixed income and real estate returns in top decile.  

PERS’ results vs other Public Funds 



20 Second Quarter 2017 Knowledge. Experience. Integrity. 

$000s Weight Percent $000s
Asset Class Actual Actual Target Dif f erence Dif f erence
Domestic Equity         521,098   22.5%   21.4%    1.1%          25,000
Domestic Fixed Income         405,007   17.5%   17.0%    0.5%          10,910
International Equity         368,270   15.9%   14.6%    1.3%          29,811
Intl Fixed Income         121,141    5.2%    6.0% (0.8%) (17,952)
Real Estate         237,904   10.3%   10.0%    0.3%           6,083
World Equity         388,563   16.8%   16.0%    0.8%          17,649
Priv ate Equity          76,976    3.3%    6.0% (2.7%) (62,117)
Timber          61,610    2.7%    3.0% (0.3%) (7,937)
Inf rastructure         110,391    4.8%    5.0% (0.2%) (5,520)
Cash & Equiv alents          27,255    1.2%    1.0%    0.2%           4,072
Total       2,318,214  100.0%  100.0%

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%

Actual Asset Allocation

Domestic Equity
22%

Domestic Fixed Income
17%

International Equity
16%

Intl Fixed Income
5%

Real Estate
10%

World Equity
17%

Private Equity
3%

Timber
3%

Infrastructure
5%

Cash & Equivalents
1%

TFFR Allocation 
As of June 30, 2017 
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One Year Relative Attribution Effects

(1%) 0% 1% 2%

Domestic Equity

Domestic Fixed Income

Real Estate

Infrastructure

Timber

International Equity

International Fixed Inc.

World Equity

Private 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% 17.35% 19.56% (0.48%) 0.08% (0.40%)
Domestic Fixed Income 17% 17% 6.24% 2.62% 0.67% (0.04%) 0.63%
Real Estate 10% 10% 9.65% 6.97% 0.29% (0.01%) 0.28%
Infrastructure 4% 5% 9.73% 1.50% 0.39% 0.05% 0.45%
Timber 3% 3% (9.44%) 3.35% (0.45%) 0.00% (0.45%)
International Equity 16% 15% 21.37% 20.33% 0.17% 0.07% 0.24%
International Fixed Inc. 5% 6% 1.15% (3.80%) 0.30% 0.06% 0.36%
World Equity 17% 16% 21.01% 18.20% 0.44% 0.03% 0.48%
Private Equity 3% 6% 11.12% 11.12% 0.00% (0.00%) (0.00%)
Cash & Equivalents 1% 1% 0.74% 0.49% 0.00% 0.01% 0.01%

Total = + +13.22% 11.63% 1.33% 0.26% 1.59%

TFFR Performance and Attribution 

1 Year Ended 6/30/2017 
Gross: 13.22% 
Net of fees: 12.92% 
Target: 11.63% 
Net Added: 1.29% 

As of June 30, 2017 
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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
Domestic Equity 23% 22% 15.07% 14.51% 0.12% 0.09% 0.21%
Domestic Fixed Income 18% 17% 5.77% 3.46% 0.41% (0.01%) 0.40%
Real Estate 10% 10% 13.00% 10.49% 0.24% (0.00%) 0.24%
Infrastructure 4% 5% 7.22% 1.11% 0.25% 0.07% 0.32%
Timber 4% 5% 0.27% 7.16% (0.30%) (0.02%) (0.32%)
International Equity 15% 15% 9.67% 7.73% 0.29% (0.01%) 0.28%
International Fixed Incom 5% 5% 1.60% (0.36%) 0.11% (0.00%) 0.11%
World Equity 15% 15% 11.31% 11.38% 0.05% (0.05%) 0.00%
Private Equity 4% 5% 1.59% 1.59% 0.00% 0.01% 0.01%
Cash & Equivalents 1% 1% 0.25% 0.17% 0.00% 0.01% 0.01%

Total = + +9.51% 8.25% 1.19% 0.08% 1.27%

TFFR Performance and Attribution 

5 Years Ended 6/30/2017 
Gross: 9.51% 
Net of fees: 9.18% 
Target: 8.25% 
Net Added: 0.93% 

As of June 30, 2017 

Five Year Annualized Relative Attribution Effects

(1%) 0% 1% 2%

Domestic Equity

Domestic Fixed Income

Real Estate

Infrastructure

Timber

International Equity

International Fixed Incom

World Equity

Private Equity

Cash & Equivalents

Total

Manager Effect Asset Allocation Total
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Total Asset Class Performance
Seven Years Ended June 30, 2017
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Pub Pln- Pub Pln- Pub Pln- Intl Public Fund - Pub Pln- Real Public Fund
Dom Equity  Dom Fixed Equity Intl Fixed Estate - Cash

(26)(42)

(4)

(31)

(30)

(82)

(44)

(82)

(8)

(98)

(62)(88)

10th Percentile 15.66 5.67 9.25 5.81 14.30 0.77
25th Percentile 15.45 4.71 8.68 4.87 13.54 0.56

Median 15.08 3.94 8.00 3.81 12.83 0.22
75th Percentile 14.61 2.95 7.07 2.45 11.87 0.19
90th Percentile 13.90 2.26 5.85 0.70 11.08 0.17

Asset Class Composite 15.44 6.20 8.57 3.95 14.61 0.21

Composite Benchmark 15.22 4.57 6.48 1.75 8.73 0.15

Weighted
Ranking

21

Asset Class Composite Results 
TFFR’s asset class results vs other Public Pension Funds 

● Public market asset classes are all above their respective benchmark. 

● Domestic fixed income and real estate have performed exceptionally well over the last 7 years. 
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Total Asset Class Performance
One Year Ended June 30, 2017
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Pub Pln- Pub Pln- Pub Pln- Intl Public Fund - Pub Pln- Real Public Fund
Dom Equity  Dom Fixed Equity Intl Fixed Estate - Cash

(83)
(29)

(4)
(31)

(40)(61)

(62)

(90)

(3)

(71)

(25)(40)

10th Percentile 21.07 4.91 26.36 8.96 8.76 1.77
25th Percentile 19.81 3.52 23.38 7.97 8.58 0.70

Median 18.90 1.48 20.90 2.81 6.63 0.42
75th Percentile 18.07 0.08 19.59 (0.09) 4.66 0.35
90th Percentile 16.63 (0.38) 17.47 (3.61) 2.54 0.33

Asset Class Composite 17.39 6.36 21.36 1.15 9.65 0.72

Composite Benchmark 19.61 2.95 20.45 (3.80) 4.84 0.49

Weighted
Ranking

40

Asset Class Composite Results 
Consolidated Pension Trust asset class results vs other Public Pension Funds 

● Domestic equity and international fixed income placed below median over the last year. 

● Public market asset classes outperformed their respective benchmarks with the exception of 
domestic equity. 
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Total Asset Class Performance
Five Years Ended June 30, 2017
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(9)(41)
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(17)
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(59)
(75)

(4)
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(35)(62)

10th Percentile 15.10 4.43 10.15 4.25 12.27 0.47
25th Percentile 14.74 3.52 9.29 3.66 11.38 0.30

Median 14.40 2.85 8.50 2.38 10.07 0.20
75th Percentile 13.96 2.08 7.38 (0.35) 8.81 0.14
90th Percentile 13.05 1.59 5.83 (1.35) 7.61 0.09

Asset Class Composite 15.13 5.77 9.59 1.60 12.96 0.24

Composite Benchmark 14.51 3.49 7.62 (0.36) 7.27 0.17

Weighted
Ranking

12

Asset Class Composite Results 
Consolidated Pension Trust asset class results vs other Public Pension Funds 

● Other than international fixed income, public market asset classes are above median over the last 
five years. 

● Domestic equity and fixed income, and real estate are all in the top decile over the last five years. 
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Performance vs Pub Pln- Domestic Equity (Gross)
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Last Quarter Fiscal Year Last 2 Years Last 3 Years Last 5 Years Last 10 Years

(45)(57)

(83)

(29)

(45)(38)
(27)(41)

(9)
(41)

(95)
(53)

10th Percentile 3.65 21.07 10.64 9.51 15.10 7.79
25th Percentile 3.23 19.81 10.04 9.18 14.74 7.54

Median 2.98 18.90 9.37 8.78 14.40 7.21
75th Percentile 2.74 18.07 8.56 8.09 13.96 6.92
90th Percentile 2.43 16.63 7.41 6.93 13.05 6.29

Domestic Equity 3.04 17.39 9.42 9.16 15.13 5.96

Domestic
Equity Target 2.94 19.61 9.74 8.91 14.51 7.19

Consolidated Pension Trust: U.S. Equity 
As of June 30, 2017 

● Domestic equity returns outpaced the benchmark during the last quarter, but trailed over the last 
year.  
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Performance vs Pub Pln- International Equity (Gross)

(5%)

0%

5%

10%

15%

20%

25%

30%

Last Quarter Fiscal Year Last 2 Years Last 3 Years Last 5 Years Last 10 Years

(33)
(83)

(40)
(61)

(30)

(84)
(25)

(87)

(17)

(70)

(23)
(72)

10th Percentile 8.07 26.36 7.32 3.81 10.15 3.24
25th Percentile 6.78 23.38 5.93 2.95 9.29 2.65

Median 6.27 20.90 5.07 2.22 8.50 2.05
75th Percentile 5.96 19.59 4.22 1.52 7.38 1.06
90th Percentile 5.39 17.47 3.31 0.90 5.83 (0.20)

International Equity 6.54 21.36 5.79 2.94 9.59 2.90

International
Equity Target 5.77 20.45 3.89 1.06 7.62 1.27

Consolidated Pension Trust: International Equity 
As of June 30, 2017 

● International equity returns are above the benchmark and median for all time periods represented 
above.  
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Performance vs Pub Pln- Domestic Fixed (Gross)
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(3)

(38)

(4)

(31)

(6)

(28)

(2)

(35)

(3)

(25)

(24)(22)

10th Percentile 1.97 4.91 4.61 3.99 4.43 6.07
25th Percentile 1.77 3.52 3.99 3.16 3.52 5.39

Median 1.56 1.48 3.44 2.78 2.85 4.95
75th Percentile 1.29 0.08 2.81 2.22 2.08 4.05
90th Percentile 0.95 (0.38) 2.06 1.95 1.59 3.56

Domestic
Fixed Income 2.40 6.36 5.15 4.56 5.77 5.41

Domestic Fixed
Income Target 1.63 2.95 3.93 3.03 3.49 5.51

Consolidated Pension Trust: U.S. Fixed Income 

● The domestic fixed income program has maintained top decile performance during the last five 
years.  

As of June 30, 2017 
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Performance vs Public Fund - International Fixed (Gross)
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(11)
(14)

(62)

(90)

(43)
(68)

(52)

(76)

(59)

(75)

(44)

(74)

10th Percentile 4.37 8.96 9.05 4.15 4.25 6.89
25th Percentile 2.84 7.97 5.40 3.59 3.66 6.07

Median 2.49 2.81 3.82 0.12 2.38 4.98
75th Percentile 1.93 (0.09) 2.89 (2.04) (0.35) 3.36
90th Percentile 1.45 (3.61) 2.36 (3.65) (1.35) 2.31

International
Fixed Income 4.07 1.15 4.46 (0.37) 1.60 5.06

International
Fixed Income Target 3.55 (3.80) 3.45 (2.42) (0.36) 3.42

Consolidated Pension Trust: International Fixed Income 
As of June 30, 2017 

● The international fixed income program placed in the top quartile and outperformed the 
benchmark during the during the last quarter. 



Consolidated Insurance Trust 
Quarterly Review 
• Workforce Safety & Insurance 

Legacy Fund 
• Budget Stabilization Fund 
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$000s Weight Percent $000s
Asset Class Actual Actual Target Dif f erence Dif f erence
Large Cap         244,443   11.5%   11.5%    0.0% (413)
Small Cap          81,244    3.8%    3.9% (0.1%) (1,794)
International Equity         180,107    8.5%    8.5%    0.0% (874)
Domestic Fixed Income      1,123,404   52.8%   52.9% (0.1%) (2,933)
Div ersif ied Real Assets         273,423   12.8%   13.5% (0.7%) (14,017)
Real Estate         138,450    6.5%    5.3%    1.2%          25,603
Short Term Fixed Income         43,061    2.0%    2.0%    0.0%             478
Cash & Equiv alents          45,050    2.1%    2.4% (0.3%) (6,050)
Total       2,129,182  100.0%  100.0%

Target Asset Allocation

Large Cap
12%

Small Cap
4%

International Equity
9%

Domestic Fixed Income
53%

Diversified Real Assets
14%

Real Estate
5%

Short Term Fixed Income
2%

Cash & Equivalents
2%

Actual Asset Allocation

Large Cap
11%

Small Cap
4%

International Equity
8%

Domestic Fixed Income
53%

Diversified Real Assets
13%

Real Estate
7%

Short Term Fixed Income
2%

Cash & Equivalents
2%

Consolidated Insurance Trust Allocation 
As of June 30, 2017 
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$000s Weight Percent $000s
Asset Class Actual Actual Target Dif f erence Dif f erence
Large Cap Equity         225,967   11.9%   12.0% (0.1%) (1,386)
Small Cap Equity          73,303    3.9%    4.0% (0.1%) (2,482)
International Equity         170,422    9.0%    9.0%    0.0% (93)
Domestic Fixed Income      1,002,477   52.9%   53.0% (0.1%) (1,669)
Div ersif ied Real Assets         269,190   14.2%   15.0% (0.8%) (15,003)
Real Estate         138,384    7.3%    6.0%    1.3%          24,707
Cash & Equiv alents          14,872    0.8%    1.0% (0.2%) (4,074)
Total       1,894,615  100.0%  100.0%

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%

WSI Allocation 
As of June 30, 2017 
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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% 17.94% 18.03% (0.01%) 0.01% (0.00%)
Small Cap Equity 4% 4% 23.31% 24.60% (0.04%) (0.02%) (0.06%)
Domestic Fixed Income 53% 53% 4.14% (0.31%) 2.45% 0.01% 2.46%
Real Estate 7% 6% 8.72% 6.97% 0.13% 0.02% 0.15%
International Equity 9% 9% 24.61% 19.49% 0.40% (0.01%) 0.39%
Div ersif ied Real Assets 14% 15% 4.02% 1.75% 0.33% 0.03% 0.35%
Cash & Equiv alents 1% 1% 0.44% 0.49% (0.00%) 0.02% 0.02%

Total = + +8.53% 5.20% 3.28% 0.05% 3.33%

WSI Performance and Attribution 
As of June 30, 2017 

One Year Relative Attribution Effects

(1%) 0% 1% 2% 3% 4%

Large Cap Equity

Small Cap Equity

Domestic Fixed Income

Real Estate

International Equity

Diversified Real Assets

Cash & Equivalents

Total

Manager Effect Asset Allocation Total

1 Year Ended 6/30/2017 
Gross: 8.53% 
Net of fees: 8.29% 
Target: 5.20% 
Net Added: 3.09% 
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Five 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% 15.58% 14.67% 0.09% 0.01% 0.10%
Small Cap Equity 4% 4% 15.05% 13.70% 0.04% 0.01% 0.06%
Domestic Fixed Income 52% 52% 5.07% 2.21% 1.50% 0.01% 1.50%
Real Estate 7% 6% 13.05% 10.49% 0.17% 0.04% 0.20%
International Equity 8% 8% 10.61% 8.55% 0.16% 0.00% 0.17%
Div ersif ied Real Assets 17% 18% 3.68% 2.68% 0.17% 0.01% 0.19%
Cash & Equiv alents 1% 1% 0.17% 0.17% (0.00%) 0.01% 0.01%

Total = + +7.25% 5.01% 2.15% 0.09% 2.24%

Five Year Annualized Relative Attribution Effects

(0.5%) 0.0% 0.5% 1.0% 1.5% 2.0% 2.5% 3.0%

Large Cap Equity

Small Cap Equity

Domestic Fixed Income

Real Estate

International Equity

Diversified Real Assets

Cash & Equivalents

Total

Manager Effect Asset Allocation Total

WSI Performance and Attribution 
As of June 30, 2017 

5 Years Ended 6/30/2017 
Gross: 7.25% 
Net of fees: 6.98% 
Target: 5.01% 
Net Added: 1.97% 
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$000s Weight Percent $000s
Asset Class Actual Actual Target Dif f erence Dif f erence
Large Cap Equity       1,029,556   22.0%   22.0%    0.0% (1,796)
Small Cap Equity         379,376    8.1%    8.0%    0.1%           4,339
International Equity         938,507   20.0%   20.0%    0.0%             914
Domestic Fixed Income      1,614,701   34.4%   35.0% (0.6%) (26,087)
Div ersif ied Real Assets         452,210    9.6%   10.0% (0.4%) (16,587)
Real Estate         264,258    5.6%    5.0%    0.6%          29,860
Cash & Equiv alents           9,357    0.2%    0.0%    0.2%           9,357
Total       4,687,964  100.0%  100.0%

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%

Actual Asset Allocation

Large Cap Equity
22%

Small Cap Equity
8%

International Equity
20%

Domestic Fixed Income
34%

Diversified Real Assets
10%

Real Estate
6%

Cash & Equivalents
0%

Legacy Fund Allocation 
As of June 30, 2017 
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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% 17.77% 18.03% (0.06%) (0.01%) (0.07%)
Small Cap Equity 8% 8% 23.34% 24.60% (0.09%) (0.01%) (0.11%)
Domestic Fixed Income 34% 35% 3.68% (0.31%) 1.49% 0.05% 1.54%
Real Estate 6% 5% 8.75% 6.97% 0.10% (0.03%) 0.07%
International Equity 20% 20% 24.26% 19.49% 0.86% (0.08%) 0.78%
Div ersif ied Real Assets 9% 10% 2.35% 1.02% 0.13% 0.06% 0.19%
Cash & Equiv alents 0% 0% 0.44% 0.44% 0.00% (0.02%) (0.02%)

Total = + +12.30% 9.91% 2.44% (0.05%) 2.39%

One Year Relative Attribution Effects

(1.0%) (0.5%) 0.0% 0.5% 1.0% 1.5% 2.0% 2.5% 3.0%

Large Cap Equity

Small Cap Equity

Domestic Fixed Income

Real Estate

International Equity

Diversified Real Assets

Cash & Equivalents

Total

Manager Effect Asset Allocation Total

Legacy Fund Performance and Attribution 
As of June 30, 2017 

1 Year Ended 6/30/2017 
Gross: 12.30% 
Net of fees: 12.03% 
Target: 9.91% 
Net Added: 2.12% 
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Three 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 22% 22% 9.70% 9.26% 0.08% (0.04%) 0.05%
Small Cap Equity 8% 8% 8.08% 7.36% 0.05% (0.04%) 0.01%
Domestic Fixed Income 34% 34% 4.10% 2.48% 0.55% (0.01%) 0.54%
Real Estate 6% 5% 11.81% 10.17% 0.08% (0.00%) 0.08%
International Equity 20% 20% 2.86% 0.93% 0.40% (0.02%) 0.37%
Div ersif ied Real Assets 9% 9% 1.26% (0.21%) 0.14% 0.02% 0.16%
Short Term Fixed Income 2% 2% - - 0.01% (0.01%) 0.00%
Cash & Equiv alents 0% 0% 0.19% 0.19% 0.00% (0.03%) (0.03%)

Total = + +5.61% 4.42% 1.32% (0.14%) 1.19%

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

Legacy Fund Performance and Attribution 
As of June 30, 2017 

3 Years Ended 6/30/2017 
Gross: 5.61% 
Net of fees: 5.36% 
Target: 4.42% 
Net Added: 0.94% 
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$000s Weight Percent $000s
Asset Class Actual Actual Target Dif f erence Dif f erence
Short Term Fixed Income          5,942   97.0%   97.0%    0.0%               0
Cash & Equiv alents             186    3.0%    3.0%    0.0%               0
Total           6,128  100.0%  100.0%

Target Asset Allocation

Short Term Fixed Income
97%

Cash & Equivalents
3%

Actual Asset Allocation

Short Term Fixed Income
97%

Cash & Equivalents
3%

Budget Stabilization Fund Allocation 
As of June 30, 2017 
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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 12% 11% - - 0.00% 0.02% 0.02%
Short Term Fixed Income84% 83% 0.91% (0.07%) 0.82% 0.01% 0.82%
Cash & Equiv alents 5% 6% 0.43% 0.49% (0.00%) 0.01% 0.01%

Total = + +1.13% 0.28% 0.82% 0.04% 0.85%

One Year Relative Attribution Effects

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

BND CDs 0.02
0.02

Short Term Fixed Income
0.82

0.01
0.82

Cash & Equivalents
(0.00 )

0.01
0.01

Total
0.82

0.04
0.85

Manager Effect Asset Allocation Total

Budget Stabilization Fund Overview 
As of June 30, 2017 

1 Year Ended 6/30/2017 
Gross: 1.13% 
Net of fees: 0.80% 
Target: 0.28% 
Net Added: 0.52% 
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Five 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 19% 19% 2.88% 0.87% 0.43% 0.00% 0.43%
Short Term Fixed Income79% 79% 1.61% 0.65% 0.75% 0.00% 0.75%
Cash & Equiv alents 2% 2% 0.15% 0.14% 0.00% 0.00% 0.00%

Total = + +1.86% 0.68% 1.18% 0.01% 1.19%

Five Year Annualized Relative Attribution Effects

0.0% 0.5% 1.0% 1.5%

BND CDs
0.43

0.43

Short Term Fixed Income
0.75

0.75

Cash & Equivalents

Total
1.18

0.01
1.19

Manager Effect Asset Allocation Total

Budget Stabilization Fund Overview 
As of June 30, 2017 

5 Year Ended 6/30/2017 
Gross:     1.86% 
Net of fees: 1.72% 
Target: 0.68% 
Net Added: 1.04% 
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Total Asset Class Performance
One Year Ended June 30, 2017

R
et

ur
ns

(5%)

0%

5%

10%

15%

20%

25%

30%

35%

CAI Large CAI Small CAI Total Dom Fixed- Real CAI Real CAI Defensiv e
Capitalization Capitalization NonUS Eq Inc DB Returns Estate DB Fixed Inc

(62)(61)

(49)(39) (20)

(67)

(25)

(87)

(1)
(1)

(35)
(57)

(34)(95)

10th Percentile 24.98 29.03 26.38 11.03 0.98 12.34 2.01
25th Percentile 22.01 26.14 23.72 4.85 0.05 9.87 1.18

Median 19.14 23.16 21.05 1.16 (0.50) 7.41 0.75
75th Percentile 16.69 20.83 18.04 0.14 (0.65) 4.62 0.36
90th Percentile 14.43 17.94 15.35 (0.49) (0.70) 0.23 0.06

Asset Class Composite 17.87 23.30 24.60 4.83 4.00 8.72 0.94

Composite Benchmark 18.03 24.60 19.49 (0.31) 1.65 6.97 (0.07)

Weighted
Ranking

28

Asset Class Composite Results 
Consolidated Insurance Trust asset class results vs Callan Style Groups 

● Large and small cap stocks were below benchmark over the last year. 

● Int’l equity, domestic fixed income, and real return placed in the top quartile over the last year.  
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Total Asset Class Performance
Five Years Ended June 30, 2017

R
et

ur
ns

0%

2%

4%

6%

8%

10%

12%

14%

16%

18%

20%

CAI Large CAI Small CAI Total Dom Fixed- Real CAI Real CAI Defensiv e
Capitalization Capitalization NonUS Eq Inc DB Returns Estate DB Fixed Inc

(23)
(47) (46)

(70)

(26)

(77)

(23)

(71)
(7)

(9)

(27)

(65)

(27)
(98)

10th Percentile 16.42 17.27 11.69 6.63 1.42 16.24 1.92
25th Percentile 15.56 16.11 10.74 5.05 0.46 13.69 1.60

Median 14.52 14.83 9.57 3.09 0.32 11.13 1.24
75th Percentile 13.69 13.21 8.58 2.12 0.26 9.45 1.00
90th Percentile 12.81 11.49 7.64 1.20 0.05 7.08 0.86

Asset Class Composite 15.60 15.04 10.71 5.25 3.50 13.07 1.58

Composite Benchmark 14.67 13.70 8.55 2.21 2.25 10.49 0.65

Weighted
Ranking

23

Asset Class Composite Results 
Consolidated Insurance Trust asset class results vs Callan Style Groups 

● Large cap, domestic fixed income, and real return placed in the top quartile over the last five years. 

● All asset classes outperformed their respective benchmarks over the last five years.  
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Performance vs Pub Pln- Domestic Equity (Gross)

0%

5%

10%

15%

20%

25%

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

(90)
(59)

(37)(25)

(40)(40) (20)(41)

(4)
(41)

(6)
(41)

(79)(52)

10th Percentile 3.65 21.07 10.64 9.51 15.10 15.66 7.79
25th Percentile 3.23 19.81 10.04 9.18 14.74 15.45 7.54

Median 2.98 18.90 9.37 8.78 14.40 15.08 7.21
75th Percentile 2.74 18.07 8.56 8.09 13.96 14.61 6.92
90th Percentile 2.43 16.63 7.41 6.93 13.05 13.90 6.29

Domestic Equity 2.38 19.26 9.69 9.29 15.45 15.86 6.79

Domestic
Equity Target 2.93 19.77 9.70 8.91 14.53 15.25 7.20

Consolidated Insurance Trust: Domestic Equity 

● With the exception of the most recent quarter and 10 year period, the Insurance Trust’s domestic 
equity program has consistently placed above the median manager. 

As of June 30, 2017 
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Performance vs Pub Pln- International Equity (Gross)

(5%)

0%

5%

10%

15%

20%

25%

30%

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

(14)

(87)

(19)

(79)

(33)

(87) (25)

(90)

(6)

(49) (18)

(76)

(61)
(79)

10th Percentile 8.07 26.36 7.32 3.81 10.15 9.25 3.24
25th Percentile 6.78 23.38 5.93 2.95 9.29 8.68 2.65

Median 6.27 20.90 5.07 2.22 8.50 8.00 2.05
75th Percentile 5.96 19.59 4.22 1.52 7.38 7.07 1.06
90th Percentile 5.39 17.47 3.31 0.90 5.83 5.85 (0.20)

International Equity 7.51 24.60 5.64 2.99 10.71 8.90 1.66

International
Equity Target 5.63 19.49 3.61 0.93 8.55 6.99 0.71

Consolidated Insurance Trust: International Equity 

● The international equity program has placed above median for all periods except the most recent 
10 year period.   

As of June 30, 2017 
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Performance vs Pub Pln- Domestic Fixed (Gross)

(2%)

(1%)

0%

1%

2%
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8%

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

(3)

(67)

(10)

(89)

(3)

(76)

(2)

(66)

(4)

(72)

(4)

(69)

(6)

(66)

10th Percentile 1.97 4.91 4.61 3.99 4.43 5.67 6.07
25th Percentile 1.77 3.52 3.99 3.16 3.52 4.71 5.39

Median 1.56 1.48 3.44 2.78 2.85 3.94 4.95
75th Percentile 1.29 0.08 2.81 2.22 2.08 2.95 4.05
90th Percentile 0.95 (0.38) 2.06 1.95 1.59 2.26 3.56

Domestic
Fixed Income 2.68 4.83 5.62 4.54 5.25 6.26 6.44

Domestic Fixed
Inc. Target 1.45 (0.31) 2.79 2.48 2.21 3.19 4.48

Consolidated Insurance Trust: Domestic Fixed Income 

● Fixed income has been an exceptionally well-performing asset in the Insurance Trust, placing in 
the top decile over all time periods. 

 

As of June 30, 2017 
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Watchlist Managers 

● UBS Global Fixed Income 

● JP Morgan MBS 

As of June 30, 2017 
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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
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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 2017 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 June 30, 2017
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Large Cap Small Cap Non-US Domestic Non-US Real
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vs vs vs vs vs vs
S&P 500 Russell 2000 MSCI EAFE Blmbg Aggr Bd Citi Non-US Govt NCREIF Index

(50)
(48)

(73)

(75)

(70)

(50)

10th Percentile 6.22 6.40 8.83 1.77 4.47 3.68
25th Percentile 4.94 4.32 7.90 1.66 4.22 2.64

Median 3.09 2.33 6.75 1.54 3.96 1.74
75th Percentile 2.07 0.66 6.07 1.45 3.71 1.33
90th Percentile 1.23 (0.37) 5.26 1.35 3.16 0.55

Index 3.09 2.46 6.12 1.45 3.81 1.75

Range of Separate Account Manager Returns by Asset Class
One Year Ended June 30, 2017
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10th Percentile 24.98 29.03 26.38 1.58 5.05 12.34
25th Percentile 22.01 26.14 23.72 0.95 2.44 9.87

Median 19.14 23.16 21.05 0.37 (2.43) 7.41
75th Percentile 16.69 20.83 18.04 (0.07) (3.65) 4.62
90th Percentile 14.43 17.94 15.35 (0.39) (4.46) 0.23

Index 17.90 24.60 20.27 (0.31) (5.01) 6.97
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Ηαππψ Χαmπερσ  

ΠΡΙςΑΤΕ ΕΘΥΙΤΨ

Α βυχολιχ συmmερ ηασ 

φαϖορεδ τηε πριϖατε εθυιτψ 

mαρκετ, ωιτη mοδερατε 

ινχρεασεσ αχροσσ τρανσαχτιοναλ 

mεασυρεσ ανδ λιθυιδιτψ ρεmαινινγ 

hearty. Fundraising inished the 
θυαρτερ αηεαδ οφ λαστ ψεαρ, βυψουτ 

ινϖεστmεντ σηοωεδ λαργε γαινσ, ανδ 

ϖεντυρε ινϖεστmεντ τιχκεδ υπ.

Ασ τηε Wορλδ Χηυρνσ, 

Dεσπαχιτο 

ΗΕDΓΕ ΦΥΝDΣ

Τηε Χρεδιτ Συισσε 

Ηεδγε Φυνδ Ινδεξ ροσε 

0.8%, ωηιλε τηε mεδιαν 

mαναγερ ιν τηε Χαλλαν Ηεδγε Φυνδ−

οφ−Φυνδσ Dαταβασε αδϖανχεδ 

0.9%. Γροωτη ιν Ευροπε ανδ ϑαπαν 

τηισ θυαρτερ προϖιδεδ α φριενδλψ σετ−

τινγ φορ ηεδγε φυνδσ σεεκινγ αλτερ−

νατιϖε ρισκσ.

Βεστ Ρετυρν φορ DΧ 

Ινδεξ Σινχε 2013

DΕΦΙΝΕD ΧΟΝΤΡΙΒΥΤΙΟΝ

Τηε Χαλλαν DΧ Ινδεξ� 

climbed 4.7% in the irst 
θυαρτερ, ιτσ ηιγηεστ θυαρ−

τερλψ ρετυρν σινχε τηε ενδ οφ 2013, 

αφτερ αν 8.0% γαιν ιν 2016. Βυτ τηε 

DΧ Ινδεξ διδ mαρκεδλψ λαγ τηε Αγε 

45 Ταργετ Dατε Φυνδ (+5.6%). Πλαν 

βαλανχεσ γρεω 4.74%, πριmαριλψ 

δριϖεν βψ ινϖεστmεντ ρετυρνσ. 

Σοmε Ποσιτιϖε Σιγνσ 

Εmεργινγ

ΡΕΑΛ ΕΣΤΑΤΕ

Τηε ΝΧΡΕΙΦ Προπερτψ 

Ινδεξ ρεβουνδεδ φροm 

λαστ θυαρτερ�σ σεϖεν−ψεαρ 

λοω ρετυρν ωηιλε τηε ΝΧΡΕΙΦ Οπεν 

End Diversiied Core Equity 
Ινδεξ σετ α νεω σεϖεν−ψεαρ λοω. 

Υ.Σ. ΡΕΙΤσ υνδερπερφορmεδ γλοβαλ 

ΡΕΙΤσ, βυτ στιλλ mαναγεδ το γενερ−

ατε ποσιτιϖε ρετυρνσ.

Μανψ Φυνδσ �Ρισκ Υπ� 

φορ Ρετυρνσ

ΦΥΝD ΣΠΟΝΣΟΡ

Μανψ φυνδ σπονσορσ φεελ 

χοmπελλεδ το τακε ον 

συβσταντιαλ mαρκετ ρισκ 

το αττεmπτ το χλοσε α φυνδινγ γαπ ορ 

mεετ σπενδινγ νεεδσ ωιτηουτ εροδ−

ινγ τηε χορπυσ. Φυνδ σπονσορσ αρε 

further focusing on diversiication 
ωιτηιν εαχη ασσετ χλασσ το ηελπ mιτι−

γατε τηειρ οϖεραλλ ρισκ.

Κνοωλεδγε. Εξπεριενχε. Ιντεγριτψ.

Σεχονδ Θυαρτερ 2017

Why Is Inlation  
Σο Λοω?

ΕΧΟΝΟΜΨ

Βοτη πριχε ανδ ωαγε 

inlation remain subdued, 
εϖεν αφτερ ειγητ ψεαρσ οφ 

recovery, when inlationary pres−

συρεσ τψπιχαλλψ βυιλδ. Wηψ? Τηερε 

ισ νο χονσενσυσ ον τηε χαυσε, βυτ 

βοτη ισσυεσ ωειγη ηεαϖιλψ ον τηε 

Φεδ ασ ιτ χηαρτσ φυτυρε ρατε ηικεσ 

ανδ υνωινδσ ιτσ βαλανχε σηεετ.

2
Π Α Γ Ε

13
Π Α Γ Ε

Μανψ Σηοχκσ, βυτ Νο 

Σιγνσ οφ Σλοωινγ

ΕΘΥΙΤΨ

Υ.Σ. στοχκσ ινχηεδ 

ηιγηερ, δεσπιτε τυρβυλεντ 

εϖεντσ ιν τηε νεωσ, ανδ 

τηε Σ&Π 500 Ινδεξ ηιτ α ρεχορδ ηιγη 

δυρινγ τηε σεχονδ θυαρτερ. Νον−Υ.Σ. 

δεϖελοπεδ εθυιτψ ουτπερφορmεδ ιτσ 

Υ.Σ. χουντερπαρτ, ηελπεδ βψ α ωεακ 

Υ.Σ. δολλαρ, ωηιλε εmεργινγ mαρκετσ 

ουτπαχεδ δεϖελοπεδ mαρκετσ.

4
Π Α Γ Ε

Ον τηε Ηυντ φορ Μορε 

Ψιελδ Γλοβαλλψ

ΦΙΞΕD ΙΝΧΟΜΕ 

Ιν τηειρ χοντινυεδ ηυντ 

φορ σταβλε ψιελδσ, ινϖεσ−

τορσ γραϖιτατεδ το χορπο−

ρατε βονδσ ιν τηε Υ.Σ., ανδ φαϖορεδ 

mυνιχιπαλ βονδσ οϖερ Τρεασυριεσ. 

Υνηεδγεδ νον−Υ.Σ. βονδσ γοτ ηελπ 

φροm τηε ωεακ δολλαρ, ωηιλε εmεργ−

ing market ixed income saw strong 
δεmανδ φροm ψιελδ−ηυνγρψ ινϖεστορσ.

9
Π Α Γ Ε

6
Π Α Γ Ε

14
Π Α Γ Ε

15
Π Α Γ Ε

11
Π Α Γ Ε

ΧΑΛΛΑΝ 
ΙΝΣΤΙΤΥΤΕ Χαπιταλ 

Μαρκετ  
Ρεϖιεω

Βροαδ Μαρκετ Θυαρτερλψ Ρετυρνσ

+5.8% +1.4%+3.0% +3.5%

U.S. Equity
Ρυσσελλ 3000

Υ.Σ. Φιξεδ Ινχοmε
Βλοοmβεργ Βαρχλαψσ Αγγ

Non-U.S. Equity
ΜΣΧΙ ΑΧWΙ εξ ΥΣΑ

Νον−Υ.Σ. Φιξεδ Ινχοmε
Βλοοmβεργ Βαρχλαψσ Γβλ εξ ΥΣ

Sources: Bloomberg Barclays, MSCI, Russell Investment Group
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Why Is Inlation So Low? 
ΕΧΟΝΟΜΨ |  ϑαψ Κλοεπφερ

Wε αρε νοω ειγητ ψεαρσ ιντο τηε εχονοmιχ ρεχοϖερψ ιν τηε Υ.Σ., 

αργυαβλψ τηε λαττερ σταγεσ οφ α mατυρε εξπανσιον ανδ ατ α ποιντ 

where inlationary pressures typically begin to build. Yet price 
and wage inlation remain stubbornly subdued. Headline and 
particularly core inlation have drifted down over the past sev−

eral months. Headline inlation (the CPI – All Urban) climbed 
αβοϖε 2% ιν Dεχεmβερ 2016 ανδ σταψεδ νεαρ 2.5% υντιλ Μαψ 

2017, ωηεν ιτ βεγαν το εββ. Τηε Ινδεξ ωασ υνχηανγεδ ιν ϑυνε, 

meaning zero inlation month to month; the year-over-year 
change is now 1.6%. The Fed’s targeted measure of core inla−

τιον (περσοναλ χονσυmπτιον εξπενδιτυρεσ (ΠΧΕ) λεσσ φοοδ ανδ 

ενεργψ) σλιππεδ το α ψεαρ−οϖερ−ψεαρ γαιν οφ ϕυστ 1.4% ιν Μαψ 

and will likely show a lattening similar to the CPI-U in June. 
This decline in core inlation is both bafling and frustrating to 
τηε Φεδ, ανδ ιτ προϖιδεσ α ηεαδωινδ το ιτσ εφφορτσ το βρινγ ιντερεστ 

ρατεσ βαχκ το �νορmαλ.�

Λοω ωαγε γροωτη ισ αλσο α mψστερψ ιν τηε Υ.Σ., ωηερε ιτ ηασ 

ρεmαινεδ βελοω 3% φορ ψεαρσ ωηιλε τηε υνεmπλοψmεντ ρατε ηασ 

φαλλεν το α 16−ψεαρ λοω οφ 4.4% ιν ϑυνε, ανδ στοριεσ οφ τιγητ λαβορ 

mαρκετσ αβουνδ ιν ινδυστριεσ αρουνδ τηε χουντρψ.

The explanations for persistent low inlation are varied, but 
τηερε ισ νο χονσενσυσ ον τηε χαυσε. Τηε mοστ πλαυσιβλε ρεα−

sons include: 1) lackluster global growth; 2) excess industrial 
capacity, much of it in China, pushing down goods prices; and 
3) technology, speciically product and process innovations that 
σλαση προδυχτιον χοστσ.

Wεακ ωαγε γροωτη ισ mορε οφ α χονυνδρυm, εσπεχιαλλψ ιν εχον−

οmιεσ συχη ασ τηε Υ.Σ. τηατ αππεαρ το βε ατ φυλλ εmπλοψmεντ. 

Wηψ ηασν�τ τηε ϕοβ mαρκετ πρεσσυρε πυσηεδ υπ οϖεραλλ ωαγεσ? 

Μορε πλαυσιβλε εξπλανατιονσ ινχλυδε: 1) α λαργε ποολ ρεmαινσ 

of workers not properly captured in the oficial unemployment 
data (discouraged workers, the long-term unemployed); 2) the 
ρεπλαχεmεντ οφ ρετιρινγ ηιγηερ−ωαγε βαβψ βοοmερσ ωιτη λοωερ−

wage young workers, skewing the average wage downward; 

3) ποορ προδυχτιϖιτψ γροωτη, παιρεδ ωιτη 4) υσε οφ τεχηνολογψ 

το ρεπλαχε ωορκερσ ωιτη χαπιταλ, παρτιχυλαρλψ ιν λοω−ωαγε, λοω−

skilled jobs; and 5) a related shift in market power from labor to 
χαπιταλ. Νονε οφ τηεσε φαχτορσ αλονε εξπλαιν τηε περσιστενχε οφ 

low inlation and low wage growth, but the interaction of these 
φαχτορσ τελλσ α βελιεϖαβλε στορψ.
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Υ.Σ. ΕΧΟΝΟΜΨ (Χοντινυεδ)

In addition to the conundrum of low inlation, the state of 
γροωτη ωειγησ ηεαϖιλψ ον τηε Φεδ�σ δελιβερατιονσ ον τηε πατη 

το φυτυρε ιντερεστ ρατε ηικεσ ανδ τηε σιζε οφ ιτσ βαλανχε σηεετ. 

Σεχονδ θυαρτερ ΓDΠ γροωτη χαmε ιν ατ 2.6%, ρουγηλψ ιν λινε 

with expectations. The solid (if unspectacular) igure built on 
the upward revision to disappointing data in the irst quarter, 
ωηιχη ωασ αδϕυστεδ υπ φροm 0.7% το 1.2%. Χονσυmερ σπενδ−

ινγ, ϕοβ γροωτη, ανδ χαπιταλ σπενδινγ ηαϖε βεεν στρονγ ενουγη 

το εναβλε τηε Υ.Σ. εχονοmψ το αmβλε ον ατ α ρεασοναβλε ιφ 

υνσπεχταχυλαρ (αλτηουγη σοmετιmεσ ηαλτινγ) παχε φορ ειγητ 

ψεαρσ. Χονσυmερ σπενδινγ ηασ βεεν τηε ενγινε φορ γροωτη, 

ινχρεασινγ φαστερ τηαν ΓDΠ (2.8% ιν τηε σεχονδ θυαρτερ), ανδ 

συππορτεδ βψ γαινσ ιν εmπλοψmεντ, δισποσαβλε ινχοmε, ανδ 

ηουσεηολδ ωεαλτη. Τηε χοmβινατιον οφ α στρονγ ϕοβ mαρκετ, 

χοντινυεδ στοχκ mαρκετ γαινσ, ανδ τηε εξπεχτατιον φορ ταξ χυτσ 

χοmινγ φροm τηε Τρυmπ αδmινιστρατιον ανδ τηε Ρεπυβλιχαν 

Congress has fueled consumer conidence, and with it spend−

ing, since the start of 2017—although conidence did take a 
βρεατηερ ιν τηε σεχονδ θυαρτερ.

Business ixed investment enjoyed a strong irst quarter with a 
7.2% γαιν, δριϖεν βψ χλοσε το 15% γροωτη ιν στρυχτυρεσ (ινχλυδ−

ινγ οιλ ανδ γασ mινινγ), ανδ φολλοωεδ ωιτη ανοτηερ 5% γαιν ιν τηε 

σεχονδ θυαρτερ. Τηε ρεβουνδ ιν τηε οιλ ανδ γασ σεχτορ συγγεστσ 

τηε σπενδινγ ον χαπιταλ ηασ βυιλτ σοmε mοmεντυm.

Ρεσιδεντιαλ ηουσινγ σπενδινγ τοοκ α ηιτ ιν τηε σεχονδ θυαρτερ, 

falling by 6.8%, somewhat in deiance of the laws of economics 
ασ τηε συππλψ οφ ηοmεσ φορ σαλε ισ νοτ κεεπινγ υπ ωιτη δεmανδ. 

Τηε νατιον−ωιδε αϖεραγε πριχε φορ α νεω ηοmε ρεαχηεδ αν 

all-time high in May, topping $400,000. High prices should be 
δριϖινγ βυιλδερσ το βυιλδ, βυτ τηε περmιτσ ανδ σταρτσ φορ βοτη 

σινγλε−φαmιλψ ανδ mυλτι−φαmιλψ ηοmεσ δεχλινεδ ιν Μαψ βεφορε 

ρεχοϖερινγ σοmεωηατ ιν ϑυνε. Τηε ρεστραιντ ον χονστρυχτιον 

αχτιϖιτψ mαψ στεm φροm τιγητενεδ στανδαρδσ ον χοmmερχιαλ 

ρεαλ εστατε λοανσ, παρτιχυλαρλψ ον mυλτι−φαmιλψ ηοmεσ, ανδ ρισινγ 

ιντερεστ ρατεσ.

Τηε Λονγ−Τερm ςιεω  

2017

2νδ Θτρ

Περιοδσ ενδεδ Dεχ. 31, 2016

Ινδεξ Ψεαρ 5 Ψρσ 10 Ψρσ 25 Ψρσ

U.S. Equity
Ρυσσελλ 3000 3.02 12.74 14.67 7.07 9.29

Σ&Π 500 3.09 11.96 14.66 6.95 9.15

Ρυσσελλ 2000 2.46 21.31 14.46 7.07 9.69

Non-U.S. Equity
ΜΣΧΙ ΑΧWΙ εξ ΥΣΑ 5.78 4.50 5.00 0.96 –

ΜΣΧΙ Εmεργινγ Μαρκετσ 6.27 11.19 1.28 1.84 –

ΜΣΧΙ ΑΧWΙ εξ ΥΣΑ Σmαλλ Χαπ 8.07 3.78 9.67 3.03 6.70

Φιξεδ Ινχοmε

Βλοοmβεργ Βαρχλαψσ Αγγ 1.45 2.65 2.23 4.34 5.63

90−Dαψ Τ−Βιλλ 0.20 0.33 0.12 0.80 2.71

Βλοοmβεργ Βαρχλαψσ Λονγ Γ/Χ 4.39 6.67 4.07 6.85 7.58

Βλοοmβεργ Βαρχλαψσ Γλ Αγγ εξ ΥΣ 3.55 1.49 −1.39 2.44 4.73

Ρεαλ Εστατε

ΝΧΡΕΙΦ Προπερτψ 1.75 7.97 10.91 6.93 8.63

ΦΤΣΕ ΝΑΡΕΙΤ Εθυιτψ 1.52 8.52 12.01 5.08 11.13

Αλτερνατιϖεσ

CS Hedge Fund 0.76 1.25 4.34 3.75 –

Χαmβριδγε ΠΕ∗ – 9.20 12.78 9.40 15.39

Βλοοmβεργ Χοmmοδιτψ −3.00 11.77 −8.95 −5.57 2.55

Γολδ Σποτ Πριχε −0.71 8.63 −5.97 6.08 4.82

Inlation – CPI-U 0.47 2.07 1.36 1.81 2.26

*Most recent quarterly data not available.

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

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

of  Economic Analysis.

Ρεχεντ Θυαρτερλψ Εχονοmιχ Ινδιχατορσ

2Θ17 1Θ17 4Θ16 3Θ16 2Θ16 1Θ16 4Θ15 3Θ15

Employment Cost–Total Compensation Growth 2.4% 2.4% 2.2% 2.3% 2.3% 1.9% 2.0% 2.0%

Nonfarm Business–Productivity Growth 1.3%∗ 0.0% 1.8% 3.3% −0.1% −0.7% −2.0% 1.8% 

ΓDΠ Γροωτη 2.6% 1.2% 1.8% 2.8% 2.2% 0.6% 0.5% 1.6%

Μανυφαχτυρινγ Χαπαχιτψ Υτιλιζατιον 75.5% 75.3% 75.1% 74.9% 75.1% 75.4% 75.4% 75.7%

Χονσυmερ Σεντιmεντ Ινδεξ (1966=100)  96.4  97.2  93.2  90.3  92.4  91.5  91.3  90.8

*Estimate.

Sources: Bureau of  Economic Analysis, Bureau of  Labor Statistics, Federal Reserve, IHS Economics, Reuters/University of  Michigan.
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Μανψ Φυνδσ �Ρισκ Υπ� φορ Ρετυρνσ 

ΦΥΝD ΣΠΟΝΣΟΡ |  Τοδδ Χαραβασι, Τοm Σηινγλερ

Φυνδ σπονσορσ αρε βεγιννινγ το χοmε το γριπσ ωιτη λοωερ 

χαπιταλ mαρκετ ρετυρν εξπεχτατιονσ. Πενσιον φυνδσ αρε ρεδυχ−

ινγ αχτυαριαλ ρετυρν ασσυmπτιονσ, ανδ ενδοωmεντσ ανδ φουν−

δατιονσ αρε δισχυσσινγ ανδ mακινγ αδϕυστmεντσ το σπενδινγ 

ρυλεσ. Σοmε φυνδσ αρε αδδρεσσινγ τηισ ισσυε βψ τακινγ ον συβ−

σταντιαλ mαρκετ ρισκ (80%−85% ιν ρισκψ ασσετσ) το αττεmπτ το 

χλοσε α φυνδινγ γαπ ορ mεετ σπενδινγ νεεδσ ωιτηουτ εροδινγ 

the corpus. Fund sponsors are further focusing on diversiica−

τιον ωιτηιν εαχη ασσετ χλασσ το ηελπ mιτιγατε τηειρ οϖεραλλ ρισκ.

Φυνδ σπονσορσ φαχε τηε χηαλλενγε οφ λοοκινγ φορ ινϖεστmεντσ 

ωιτη αττραχτιϖε ρεαλ ρετυρν εξπεχτατιονσ ωηιλε σεεκινγ ατ λεαστ 

some diversiication to the beta of equities to smooth the ride 
within the growth allocation. By focusing on diversiiers, funds 
χαν χονσιδερ αδδινγ ινϖεστmεντσ λικε ηιγη ψιελδ, λοω−ϖολατιλιτψ 

εθυιτψ, ηεδγε φυνδσ, mυλτι−ασσετ χλασσ φυνδσ, ανδ οπτιονσ−

βασεδ στρατεγιεσ. Τηισ αλσο αλλοωσ φορ νεω στρατεγιεσ το βε 

brought into the fold, based on anticipated diversiication ben−

eits or return enhancement. This broadening of growth assets 

0%

2%

4%

6%

  Public Corporate Endow/Fndn Taft-Hartley
  Database Database Database Database

 10th Percentile 3.57 4.45 3.67 3.25

 25th Percentile 3.31 3.81 3.34 2.94

 Median 3.04 3.20 3.04 2.67

 75th Percentile 2.62 2.67 2.68 2.34

 90th Percentile 2.23 2.07 2.26 2.05

Χαλλαν Φυνδ Σπονσορ Ρετυρνσ φορ τηε Θυαρτερ

Source: Callan

U.S. Fixed 

Non-U.S. Fixed

Global Balanced

Real Estate

Hedge Funds

Other Alternatives

Cash

U.S. Balanced

U.S. Equity

Non-U.S. Equity

Global Equity1.6%

1.7%

Public

3.04%*

35.7%

16.0%

26.2%

1.6%

2.4%

6.7%
0.9%

4.1%

2.7%

1.3%

Endowment/

Foundation

3.04%*

34.8%

18.1%

18.9%

1.9%

0.9%

0.6%

7.1%

2.1%

6.1%

1.9%

Taft-Hartley

2.67%*

0.4%

Corporate

3.20%*

0.5%

2.0%

0.4% 0.6%

36.9%

25.9%

11.8%

0.6%

4.2%

11.8%

4.0%

14.4%

2.3%

28.0%

39.2%

2.3%

0.6%

0.7%
3.1%

4.1%

3.6%

Χαλλαν Φυνδ Σπονσορ Αϖεραγε Ασσετ Αλλοχατιον

*Latest median quarter return.

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

Source: Callan

can lead to a sharper focus on reining ixed income exposure 
το γαιν α �πυρερ� εξποσυρε το ιντερεστ ρατε σενσιτιϖιτψ ανδ το 

σερϖε ασ αν ανχηορ το τηε πορτφολιο ιν α βεαρ mαρκετ (ε.γ., αλλο−

cating the ixed income portfolio to long-duration Treasuries).
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ΦΥΝD ΣΠΟΝΣΟΡ (Χοντινυεδ)
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Source: Callan. Callan’s database includes the following groups: public deined beneit, corporate deined beneit, endowments/foundations, and Taft-Hartley plans. 

Approximately 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.

Ατ τηε σαmε τιmε, ωιτη Υ.Σ. εθυιτιεσ χοντινυινγ τηειρ υνπρεχ−

εδεντεδ ποσιτιϖε ρυν, φυνδ σπονσορσ αρε ασκινγ τηε θυεστιον 

�Wηψ διϖερσιφψ?� Τηε ανσωερ: Wηιλε ρεσυλτσ ιν νον−Υ.Σ. εθυιτψ, 

ρεαλ ασσετσ, ανδ αλτερνατιϖεσ ηαϖε λαγγεδ Υ.Σ. εθυιτιεσ ιν τηε 

last ive years, their longer-term diversifying characteristics 
ωαρραντ χονσιδερατιον.

Τηε αχτιϖε/πασσιϖε δισχυσσιον χοντινυεσ το λοοm λαργε. Τηε 

αργυmεντ το ρεταιν αχτιϖε mαναγερσ το προτεχτ ιν α δοων mαρ−

κετ ανδ βε νιmβλε ιν α ϖολατιλε, λοω−ρετυρν ενϖιρονmεντ ισ χοm−

πελλινγ το σοmε, βυτ mανψ φυνδ σπονσορσ αρε ωεαρψ οφ ηιστοριχαλ 

υνδερπερφορmανχε βψ αχτιϖε εθυιτψ mαναγερσ. Αδδιτιοναλλψ, τηε 

υσε οφ πασσιϖε mαναγεmεντ ηελπσ χοντρολ χοστσ.

Callan has observed the following trends over the last ive 
ψεαρσ:

 – The U.S. ixed income allocations for corporate plan spon−

σορσ ηασ ινχρεασεδ οϖεραλλ ανδ ηασ βεχοmε mορε ωιδελψ δισ−

περσεδ ασ πλανσ τακε διφφερεντ στεπσ το δε−ρισκ πλαν ασσετσ.

 – Μανψ πυβλιχ φυνδσ ηαϖε ινχρεασεδ τηειρ αλλοχατιον το νον−Υ.Σ. 

εθυιτψ, ρεαλ εστατε, ανδ οτηερ αλτερνατιϖεσ ατ τηε εξπενσε 

of ixed income and U.S. equity. Simultaneously, some of 
the ixed income exposure has become more equity-like in 
νατυρε, ωιτη αλλοχατιονσ το αρεασ λικε ηιγη ψιελδ.

 – Ενδοωmεντσ ανδ φουνδατιονσ ηαϖε χοντινυεδ το mοϖε 

assets from ixed income to asset classes with expectations 
φορ ηιγηερ ρετυρνσ, συχη ασ γλοβαλ εθυιτψ ανδ ρεαλ εστατε.

Α 60% Σ&Π 500/40% Βλοοmβεργ Βαρχλαψσ Υ.Σ. Αγγρεγατε 

Βονδ Ινδεξ πορτφολιο ρετυρνεδ 10.4% οϖερ τηε ψεαρ ενδεδ 

ϑυνε 30, 2017. Αλλ οφ τηε βροαδ φυνδ σπονσορ γρουπσ τραχκεδ ιν 

Χαλλαν�σ δαταβασε τοππεδ τηε 60/40 πορτφολιο οϖερ τηατ περιοδ. 

Ενδοωmεντσ ανδ φουνδατιονσ υνδερπερφορmεδ οτηερ φυνδ 

sponsor groups over the past three, ive, and ten years. But 
τηεψ διδ ηαϖε τηε βεστ περφορmανχε οϖερ τηε λαστ ψεαρ.

Taft-Hartley plans were the best-performing group over the 
past three and ive years. Corporate plans beat other groups 
οϖερ τηε λαστ 10 ψεαρσ.



6

+3.0%
ΡΥΣΣΕΛΛ 3000

Υ.Σ. Στοχκσ: Σηοχκσ, βυτ Νο Σλοωινγ

Dεσπιτε αν ινχρεασε ιν ιντερεστ ρατεσ 

ανδ τυρβυλεντ εϖεντσ ιν τηε νεωσ, 

ινχλυδινγ δισρυπτιονσ ωιτηιν τηε Τρυmπ 

αδmινιστρατιον ανδ τερροριστ ατταχκσ ιν 

τηε Υ.Κ., Υ.Σ. στοχκσ χοντινυεδ το ινχη ηιγηερ δυρινγ τηε σεχονδ 

θυαρτερ. Αmιδ τηισ ϖολατιλε mαχρο βαχκδροπ, Σ&Π 500 χοmπα−

νιεσ ρεπορτεδ τηε στρονγεστ θυαρτερλψ εαρνινγσ γροωτη ρατε ιν σιξ 

years (70% reported proits above expectations), and the Σ&Π 

500 Ινδεξ ηιτ α ρεχορδ ηιγη δυρινγ τηε θυαρτερ.

Λαργε χαπ στοχκσ ουτπερφορmεδ mιδ ανδ σmαλλ χαπσ (Σ&Π 500 

Index: +3.1%; Ρυσσελλ 2000 Ινδεξ: +2.5%). Στρονγ εαρνινγσ 

ρεπορτσ ουτ οφ λαργε χαπ στοχκσ χοντριβυτεδ το τηειρ λεγ υπ 

οϖερ σmαλλ χαπ. Λαργε χαπ ωασ αλσο βυοψεδ βψ τηε χοντινυεδ 

low of assets into passively managed strategies, especially 
ΕΤΦ ϖεηιχλεσ.

Σmαλλ χαπ ϖαλυατιονσ κεπτ στρετχηινγ ηιγηερ ανδ, ασ α ρεσυλτ, 

investors continued to take proits following a boon year in 
2016. Τηε χοντινυεδ εξπανσιον ιν σmαλλ χαπ mυλτιπλεσ mαψ βε 

γιϖινγ σοmε ινϖεστορσ παυσε, παρτιχυλαρλψ ασ τηε χυρρεντ εχο−

νοmιχ υπτυρν ισ νεαρινγ νινε ψεαρσ.

Global Equity 

Γροωτη ουτπερφορmεδ ϖαλυε αχροσσ λαργε ανδ σmαλλ χαπσ 

(Ρυσσελλ 1000 Γροωτη: +4.7% ϖσ. Ρυσσελλ 1000 ςαλυε: +1.3%; 
Ρυσσελλ 2000 Γροωτη: +4.4% ϖσ. Ρυσσελλ 2000 ςαλυε: +0.7%). 

Τηε στρονγ−περφορmινγ �ΦΑΑΜΓ� στοχκσ (Φαχεβοοκ, Αmαζον, 

Αππλε, Μιχροσοφτ, ανδ Γοογλε) χοmπρισεδ 22% οφ τηε Σ&Π 500�σ 

return in the second quarter versus 32% in the irst. Investors 
χοντινυεδ το βε δραων το τηε τοπ−λινε γροωτη προσπεχτσ ανδ mαρ−

ket share gains at these large, established irms.

Ινϖεστορ σεντιmεντ βροαδενεδ αχροσσ σεχτορσ ιν τηε σεχονδ 

quarter compared to the irst, as a wider range of irms reported 
positive results. Top sectors in the S&P 500 included Health 
Χαρε (+7.1%), ωηιχη ραλλιεδ ον τηε Τρυmπ αδmινιστρατιον�σ προσ−

pect of change to the Affordable Care Act; Industrials (+4.7%), 
which beneited from declining commodity prices; Financials 
(+4.2%), σπυρρεδ βψ τηε Φεδ�σ αννουνχεmεντ τηατ 34 οφ τηε 

λαργεστ βανκσ πασσεδ τηειρ στρεσσ τεστσ, τηε λαργεστ χοηορτ το δο 

so since the tests began; and Tech (+4.1%), on the continued 
ρισε οφ τηοσε ΦΑΑΜΓ στοχκσ.

Ενεργψ (−6.4%) ανδ Τελεχοm (−7.0%) ωερε τηε λαγγαρδσ. Χρυδε 

οιλ πριχεσ φελλ δυε το αν ινχρεασε ιν συππλψ, τηε ρεσυλτ οφ α mιλδερ 

winter. In addition, improving eficiency within the U.S. fracking 

Russell 1000 Russell 2000

EnergyUtilitiesConsumer 

Staples

Consumer 

Discretionary

Materials & 

Processing

TechnologyFinancial 

Services

Producer 

Durables

Health Care

7.1%

9.0%

4.6%
3.6% 1.5% 3.7% 4.0%

3.2%

-1.4%

3.0%
2.3%

1.1%

-2.8%
-1.7%

4.5%

-7.0%

-17.8%

4.2%

Θυαρτερλψ Περφορmανχε οφ Σελεχτ Σεχτορσ 

Source: Russell Investment Group
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ινδυστρψ ιmπαχτεδ πριχεσ. Wιτηιν Τελεχοm, χοmπετιτιον φορ mαρ−

ket share intensiied in the increasingly commoditized (and con−

σολιδατεδ) σπαχε.

ςαλυε στοχκσ ωερε ηυρτ βψ Χονσυmερ Σταπλεσ χοmπανιεσ ρε−

σεττινγ το mορε σενσιβλε ϖαλυατιονσ φολλοωινγ τηε στρονγ ραλλψ ιν 

2016 τηατ ρεσυλτεδ φροm τηε �ψιελδ τραδε,� ασ ινϖεστορσ σουγητ τηε 

σαφετψ οφ στρονγ διϖιδενδσ ανδ λοωερ−ϖολατιλιτψ στοχκσ.

 

Φροm α φαχτορ περσπεχτιϖε, Μοmεντυm (+7.9%) ωασ τηε τοπ−

περφορmινγ φαχτορ ωηιλε Ενηανχεδ ςαλυε (ωειγητεδ το τηε 

forward price-earnings ratio, enterprise value/cash low from 
οπερατιονσ, ανδ πριχε−το−βοοκ ϖαλυε οφ στοχκσ ιν τηε φαχτορ) 

φαρεδ ωορστ (+1.3%). Μοmεντυm ωασ φαϖορεδ ασ ινϖεστορσ 

σουγητ στοχκσ ωιτη δεmονστρατεδ εαρνινγσ γροωτη.

Νον−Υ.Σ. Στοχκσ: Ευροπε�σ Ρεχοϖερψ α Βοοστ

Νον−Υ.Σ. δεϖελοπεδ εθυιτψ ουτπερ−

φορmεδ τηε Υ.Σ. φορ τηε σεχονδ χον−

σεχυτιϖε θυαρτερ, φυελεδ βψ εχονοmιχ 

ρεχοϖερψ ιν Ευροπε ανδ mαρκετ−

φριενδλψ ουτχοmεσ ιν Ευροπεαν ελεχ−

τιονσ. Τηε ΜΣΧΙ Ευροπε Ινδεξ ϕυmπεδ 7.4% ανδ τηε ΜΣΧΙ 

Wορλδ εξ ΥΣΑ Ινδεξ νοτχηεδ α 5.6% γαιν, χοmπαρεδ το τηε 

3.1% ρισε ιν τηε Σ&Π 500.

Γαινσ ωερε βροαδ−βασεδ ανδ ηελπεδ βψ ωεακνεσσ ιν τηε Υ.Σ. 

δολλαρ, ωηιχη λοστ αβουτ 7% ϖερσυσ τηε ευρο ανδ 5% ϖερσυσ α 

βροαδ βασκετ οφ χυρρενχιεσ.

Τηε ευρο ραλλιεδ ασ α ρεσυλτ οφ ηαωκιση χοmmεντσ φροm τηε 

Ευροπεαν Χεντραλ Βανκ, χουπλεδ ωιτη ιmπροϖινγ Ευροπεαν εχο−

nomic and sentiment indicators. European Financials beneited 
φροm εξπεχτατιονσ οφ ηιγηερ ρατεσ, ανδ Ευροπεαν Ινδυστριαλσ 

ωερε προππεδ υπ βψ στρονγερ εχονοmιχ εξπεχτατιονσ.

Ενεργψ ανδ Τελεχοm Σερϖιχεσ ωερε τηε ονλψ σεχτορσ ιν δεϖελ−

οπεδ mαρκετσ ωιτη νεγατιϖε σεχονδ θυαρτερ ρετυρνσ. Ενεργψ φελλ 

ασ οιλ πριχεσ χοντινυεδ το λανγυιση δυε το αν ιmβαλανχε βετωεεν 

συππλψ ανδ δεmανδ�δεσπιτε ΟΠΕΧ�σ εφφορτσ το χυτ προδυχτιον. 

Τελεχοm Σερϖιχεσ ωερε βυφφετεδ βψ πριχινγ πρεσσυρε.

Wιτηιν τηε ΜΣΧΙ ινδιχεσ, Ευροπε εξ−Υ.Κ. ωασ υπ 8.4%, τηε Υ.Κ 

γαινεδ 4.7%, ανδ ϑαπαν ρετυρνεδ 5.2%. Σmαλλ χαπσ ουτπερ−

formed; the ΜΣΧΙ ΕΑΦΕ Σmαλλ Χαπ Ινδεξ ροσε 8.1%.

Λοοκινγ ατ τηε γλοβαλ πιχτυρε φορ στοχκσ, τηε ΜΣΧΙ ΑΧWΙ Ινδεξ 

γαινεδ 4.3%, ανδ δεϖελοπεδ ανδ εmεργινγ mαρκετσ ουτπερ−

φορmεδ τηε Υ.Σ. (ΜΣΧΙ ΑΧWΙ εξ ΥΣΑ Ινδεξ: +5.8%), δυε 

λαργελψ το βροαδ−βασεδ ωεακνεσσ ιν τηε Υ.Σ. δολλαρ.

Russell 2000

Russell 2500

Russell Midcap

S&P 500

Russell 1000 Value

Russell 1000 Growth

Russell 1000

Russell 3000

15.5%

16.5%

18.0%

18.5%

17.9%

19.8%

20.4%

24.6%

Russell 2000

Russell 2500

Russell Midcap

S&P 500

Russell 1000 Value

Russell 1000 Growth

Russell 1000

Russell 3000

1.3%

2.7%

3.1%

3.0%

3.1%

2.1%

4.7%

2.5%

U.S. Equity: Quarterly Returns 

U.S. Equity: One-Year Returns 

Sources: Russell Investment Group and Standard & Poor’s

Sources: Russell Investment Group and Standard & Poor’s

+5.8%
ΜΣΧΙ ΑΧWΙ ΕΞ ΥΣΑ

ΓΛΟΒΑΛ ΕΘΥΙΤΨ (Χοντινυεδ)
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Εmεργινγ Μαρκετσ: Τεχη Τριυmπησ

Εmεργινγ mαρκετσ ουτπαχεδ τηε 

δεϖελοπεδ mαρκετσ φορ τηε σεχ−

ονδ στραιγητ θυαρτερ, προπελλεδ βψ 

Τεχηνολογψ χοmπανιεσ ιν Χηινα, 

Σουτη Κορεα, ανδ Ταιωαν. Τηε ΜΣΧΙ Εmεργινγ Μαρκετσ 

Ινδεξ γαινεδ 6.3%. Ινδυστρψ λεαδερσ ιν ονλινε ανδ mοβιλε χοm−

mερχε, παψmεντσ, διγιταλ mεδια, χλουδ χοmπυτινγ, ανδ σmαρτ−

πηονεσ αρε mονοπολιζινγ τηε mαρκετσ. Τηατ ινχλυδεσ Τενχεντ 

and Alibaba in China; Samsung in South Korea; and Taiwan 
Σεmιχονδυχτορ Μανυφαχτυρινγ ιν Ταιωαν.

 

Ποσιτιϖε εχονοmιχ mοmεντυm ανδ Ευροπεαν ελεχτιον ρεσυλτσ 

placed Greece (+33.8%) and Hungary (+19.4%) as the top two 
περφορmινγ χουντριεσ ιν εmεργινγ mαρκετσ. Χηινα ροσε 10.6%, 

ωηιλε Ινδια�σ γαιν ωασ mυτεδ ατ +2.9%, τηουγη ιτ ρεmαινσ α 

τοπ περφορmερ ψεαρ−το−δατε (+21%). Τηε τηρεε ωορστ−περφορmινγ 

χουντριεσ ωερε Θαταρ (−10.9%), Ρυσσια (−10.0%), ανδ Βραζιλ 

(−6.7%). Θαταρ ωασ ηιτ αφτερ φουρ Αραβ νατιονσ (Σαυδι Αραβια, 

τηε Υνιτεδ Αραβ Εmιρατεσ, Εγψπτ, ανδ Βαηραιν) ιmποσεδ αν 

εmβαργο, αχχυσινγ τηε χουντρψ οφ βαχκινγ τερρορισm. Ρυσσια 

σλυmπεδ βεχαυσε οφ δεχλινινγ οιλ πριχεσ ανδ λοοmινγ νεω 

σανχτιονσ. Ανδ χοντινυινγ πολιτιχαλ ινσταβιλιτψ ιν Βραζιλ (ινχλυδ−

ινγ Πρεσιδεντ Μιχηελ Τεmερ�σ βριβερψ σχανδαλ) ανδ χοmmοδιτψ 

πριχεσ ωειγηεδ ον τηε χουντρψ.

Θυαλιτψ, γροωτη, ανδ mοmεντυm φαχτορσ δοmινατεδ τηε mαρκετ 

γιϖεν τηε ρετυρνσ οφ λαργε χαπ τεχηνολογψ χοmπανιεσ. 

Νον−Υ.Σ. Σmαλλ Χαπ: Αλλ Οϖερ τηε Μαπ

Dεϖελοπεδ νον−Υ.Σ. σmαλλ χαπ στοχκσ 

ουτπερφορmεδ λαργε χαπ εθυιτψ, ασ 

τηεψ ωερε βεττερ ποσιτιονεδ φορ τηε 

λοχαλ εχονοmιχ ρεχοϖερψ ιν Ευροπε. 

Βυτ σmαλλ χαπ εθυιτψ λαγγεδ λαργε χαπ ιν εmεργινγ mαρκετσ, 

δυε το τηε περφορmανχε οφ τηε λαργε χαπ τεχη χοmπανιεσ. Τηε 

ΜΣΧΙ Wορλδ εξ ΥΣΑ Σmαλλ Χαπ Ινδεξ χλιmβεδ 7.3% ωηιλε τηε 

ΜΣΧΙ Εmεργινγ Μαρκετσ Σmαλλ Χαπ Ινδεξ ινχρεασεδ 2.6%. 

Ενεργψ ωασ τηε ωορστ−περφορmινγ σεχτορ ιν δεϖελοπεδ ανδ 

εmεργινγ mαρκετσ δυε το δεχλινινγ οιλ πριχεσ, ωηιχη αλσο χαυσεδ 

γροωτη το ουτπερφορm ϖαλυε ιν δεϖελοπεδ σmαλλ χαπ. Φινανχιαλσ, 

the top performing sector for the quarter, offset Energy; on the 
ηεελσ οφ ποσιτιϖε εχονοmιχ δατα ανδ ελεχτιον ρεσυλτσ, Εαστερν 

Ευροπεαν Φινανχιαλσ ραλλιεδ.

32.2%

18.2%

20.5%

20.3%

21.3%

19.5%

18.8%

24.4%

13.3%

19.2%

23.7%

19.2%

19.4%

MSCI ACWI ex USA Small Cap

MSCI ACWI

MSCI ACWI ex USA

MSCI World ex USA Small Cap

MSCI World ex USA

MSCI World

MSCI Europe ex UK

MSCI UK

MSCI Japan

MSCI Pacific ex Japan

MSCI Emerging Markets

MSCI China

MSCI Frontier Markets

10.6%

4.0%

5.8%

6.2%

7.3%

5.6%

4.3%

8.4%

4.7%

5.2%

6.3%

6.1%

1.5%

MSCI ACWI ex USA Small Cap

MSCI ACWI

MSCI ACWI ex USA

MSCI World ex USA Small Cap

MSCI World ex USA

MSCI World

MSCI Europe ex UK

MSCI UK

MSCI Japan

MSCI Pacific ex Japan

MSCI Emerging Markets

MSCI China

MSCI Frontier Markets

Non-U.S. Equity: Quarterly Returns (Υ.Σ. Dολλαρ) Non-U.S. Equity: One-Year Returns (Υ.Σ. Dολλαρ)

Source: MSCI Source: MSCI

+6.3%
ΜΣΧΙ ΕΜ

+6.2%
ΜΣΧΙ ΑΧWΙ ΕΞ ΥΣ ΣΧ

ΓΛΟΒΑΛ ΕΘΥΙΤΨ (Χοντινυεδ)
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Γλοβαλ Φιξεδ Ινχοmε

Υ.Σ. Βονδσ: Ον τηε Ηυντ φορ Ψιελδ

Χορπορατε βονδσ περφορmεδ βεστ ιν 

τηε σεχονδ θυαρτερ ον στρονγ δεmανδ. 

Ινϖεστορσ χοντινυεδ τηειρ ηυντ φορ στα−

βλε ψιελδσ τηατ αρε ηιγηερ τηαν ωηατ ισ 

αϖαιλαβλε φορ λικε−δυρατιον γοϖερνmεντ βονδσ. Τηε Βλοοmβεργ 

Βαρχλαψσ ΥΣ Χορπορατε Βονδ Ινδεξ ωασ υπ 2.5% (+3.8% 

ψεαρ το δατε), ωηιλε τηε Βλοοmβεργ Βαρχλαψσ ΥΣ Αγγρεγατε 

Βονδ Ινδεξ rose 1.4% (+2.3% YTD). Credit fundamentals 
ρεmαινεδ στρονγ ωιτη σολιδ εαρνινγσ γροωτη ανδ α mοδεστ (βυτ 

acceptable) economic growth environment; corporate balance 
σηεετσ αππεαρεδ το βε ιν γοοδ σηαπε. Ανδ αλτηουγη ρατεσ 

ηαϖε mοϖεδ ηιγηερ ον τηε φροντ ενδ, οϖεραλλ τηε χυρϖε ηασ 

lattened; the demand for yield is providing support for spread 
σεχτορσ βροαδλψ.

Τηε Βλοοmβεργ Βαρχλαψσ Χορπορατε Ηιγη Ψιελδ Ινδεξ 

ινχρεασεδ 2.2%. Λοω ιντερεστ ρατεσ χοντινυεδ το βε α χαταλψστ 

πυσηινγ ινϖεστορσ ουτ τηε ρισκ σπεχτρυm ιν σεαρχη οφ ηιγηερ 

ψιελδσ. Dεφαυλτ εξπεχτατιονσ αρε λοω αχροσσ mοστ σεχτορσ, προ−

ϖιδινγ σοmε χοmφορτ το ινϖεστορσ. Ενεργψ ωασ τηε ονλψ ηιγη−

ψιελδ σεχτορ το δεχλινε (−0.66%). Ρισινγ ινϖεντοριεσ ανδ χον−

χερν οϖερ ΟΠΕΧ πολιχψ πυτ πρεσσυρε ον οιλ πριχεσ, ωηιχη ηαϖε 

φαλλεν αππροξιmατελψ 17% σο φαρ τηισ ψεαρ.

Ιν τηε γοϖερνmεντ mαρκετ, mυνιχιπαλ βονδσ ουτπερφορmεδ 

Τρεασυριεσ. Τηε Βλοοmβεργ Βαρχλαψσ Μυνιχιπαλ Βονδ 

Ινδεξ ωασ υπ 2.0%, χοmπαρεδ το τηε Βλοοmβεργ Βαρχλαψσ 

ΥΣ Τρεασυρψ Ινδεξ (+1.2%). Ρεσυλτσ ωερε βολστερεδ βψ λοω−

ερεδ εξπεχτατιονσ φορ ταξ ρεφορm ανδ φαϖοραβλε συππλψ/δεmανδ 

technicals. The Fed, viewing inlation weakness as temporary, 
ραισεδ ρατεσ βψ 25 βασισ ποιντσ, ασ εξπεχτεδ. Τηε ψιελδ χυρϖε 

lattened over the quarter, with short rates rising and longer 

Υ.Σ. Τρεασυρψ Ψιελδ Χυρϖεσ
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+1.4%
ΒΒ ΑΓΓΡΕΓΑΤΕ
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ρατεσ φαλλινγ. Τηε 10−ψεαρ Υ.Σ. Τρεασυρψ ψιελδ χλοσεδ τηε θυαρ−

τερ ατ 2.31%, δοων φροm 2.40% ασ οφ Μαρχη 31, τηουγη ιτ ηιτ α 

2017 λοω οφ 2.12% εαρλιερ ιν ϑυνε. Τηε 2−ψεαρ Υ.Σ. Τρεασυρψ 

ψιελδ χλιmβεδ 11 βπσ το χλοσε ατ 1.38%.

TIPS underperformed as expectations for inlation sank, a rever−
sal from the previous quarter; the Βλοοmβεργ Βαρχλαψσ ΥΣ 

ΤΙΠΣ Ινδεξ φελλ 0.4%. Τηε 10−ψεαρ βρεακεϖεν σπρεαδ (τηε διφφερ−

ενχε βετωεεν νοmιναλ ανδ ρεαλ ψιελδσ) ωασ 1.73% ασ οφ θυαρτερ−

end, down from 1.97% at the end of the irst quarter, as inlation 
χαmε ιν βελοω εξπεχτατιονσ φορ τηε τηιρδ χονσεχυτιϖε mοντη.

 

Νον−Υ.Σ. Βονδσ: Ουρ Παιν, Τηειρ Γαιν

Α ωεακερ Υ.Σ. δολλαρ ηελπεδ υνηεδγεδ 

νον−Υ.Σ. βονδσ ανδ ηινδερεδ ηεδγεδ 

βονδσ. Τηε Βλοοmβεργ Βαρχλαψσ 

Γλοβαλ Αγγρεγατε εξ−ΥΣ Βονδ 

Ινδεξ (υνηεδγεδ) ϕυmπεδ 3.5%, ωηιλε τηε ηεδγεδ Ινδεξ ροσε 

ονλψ 0.6%. Τηε Υ.Σ. δολλαρ λοστ νεαρλψ 7% ϖερσυσ τηε ευρο ανδ 

αλmοστ 5% ϖερσυσ α βροαδ βασκετ οφ δεϖελοπεδ mαρκετ χυρ−

ρενχιεσ. Ποσιτιϖε εχονοmιχ γροωτη ανδ ηαωκιση ρηετοριχ φροm 

τηε Ευροπεαν Χεντραλ Βανκ (ΕΧΒ) ανδ τηε Βανκ οφ Ενγλανδ 

δροϖε στρονγ ρεσυλτσ ιν τηε ευρο ανδ τηε Βριτιση πουνδ χοm−

παρεδ το τηε Υ.Σ. δολλαρ. Τηε θυαρτερ χλοσεδ ωιτη αν υπβεατ 

ασσεσσmεντ οφ τηε ευρο ζονε�σ ρεχοϖερψ φροm τηε πρεσιδεντ οφ 

τηε ΕΧΒ, Μαριο Dραγηι, φυελινγ σπεχυλατιον τηατ τηε ταπερινγ 

οφ ΕΧΒ ασσετ πυρχηασεσ mαψ βε ον τηε ηοριζον. Τηισ χηανγε 

ιν τονε σποοκεδ ινϖεστορσ ανδ σεντ γλοβαλ ψιελδσ ηιγηερ ανδ 

στοχκσ λοωερ γοινγ ιντο θυαρτερ−ενδ.

Dεσπιτε γροωινγ γεοπολιτιχαλ τενσιον ανδ πρεσσυρε ον ενεργψ 

ανδ χοmmοδιτψ πριχεσ, τηε δεmανδ φορ ψιελδ δροϖε ρετυρνσ ιν 

εmεργινγ mαρκετ (ΕΜ) δεβτ αmιδ α στρονγ τεχηνιχαλ χλιmατε 

supported by robust investor lows. The dollar-denominated 
JPM EMBI Global Diversiied Index ωασ υπ 2.2%, ανδ τηε 

λοχαλ χυρρενχψ−δενοmινατεδ JPM GBI-EM Global Diversiied 
Ινδεξ ϕυmπεδ εϖεν mορε σηαρπλψ, ρισινγ 3.6%. Τηε ωεακερ 

Υ.Σ. δολλαρ ανδ ρελατιϖελψ ηιγηερ λοχαλ ψιελδσ πυσηεδ ΕΜ λοχαλ 

δεβτ ρετυρνσ ηιγηερ φορ τηε θυαρτερ ανδ τηε ψεαρ, χοντινυινγ τηε 

ποστ−ελεχτιον ρεβουνδ.

Νον−Υ.Σ. Φιξεδ Ινχοmε: Θυαρτερλψ Ρετυρνσ Νον−Υ.Σ. Φιξεδ Ινχοmε: Ονε−Ψεαρ Ρετυρνσ

3.5%

3.6%

1.0%

2.6%

2.2%

2.9%

1.7%

3.2%

Bloomberg Barclays Global Aggregate

Bloomberg Barclays Global Agg (hdg)

Bloomberg Barclays Global High Yield

Bloomberg Barclays Global Agg ex US

JPM EMBI Global Diversified

JPM GBI-EM Global Diversified

JPM EMBI Gl Div / JPM GBI-EM Gl Div

JPM CEMBI

-3.8%

6.4%

-0.4%

-2.2%

6.0%

6.3%

7.0%

11.9%

Bloomberg Barclays Global Aggregate

Bloomberg Barclays Global Agg (hdg)

Bloomberg Barclays Global High Yield

Bloomberg Barclays Global Agg ex US

JPM EMBI Global Diversified

JPM GBI-EM Global Diversified

JPM EMBI Gl Div / JPM GBI-EM Gl Div

JPM CEMBI

Sources: Bloomberg Barclays and JP Morgan Sources: Bloomberg Barclays and JP Morgan

-9 bps

14 bps

12 bps

14 bps

2 bps

Germany

U.S. Treasury

U.K.

Canada

Japan

Χηανγε ιν 10−ψεαρ Γλοβαλ Γοϖερνmεντ Βονδ Ψιελδσ

1Θ17 το 2Θ17

Source: Bloomberg Barclays

+3.5%
ΒΒ ΓΒΛ ΑΓΓ ΕΞ ΥΣ

ΓΛΟΒΑΛ ΦΙΞΕD ΙΝΧΟΜΕ (Χοντινυεδ)
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Σοmε Ποσιτιϖε Σιγνσ Εmεργινγ

ΡΕΑΛ ΕΣΤΑΤΕ |  Κεϖιν Ναγψ

Τηε ΝΧΡΕΙΦ Προπερτψ Ινδεξ αδϖανχεδ 1.8% δυρινγ τηε σεχ−

ονδ θυαρτερ (1.2% φροm ινχοmε ανδ 0.6% φροm αππρεχιατιον). 

Τηισ mαρκεδ τηε 34τη χονσεχυτιϖε θυαρτερ οφ ποσιτιϖε ρετυρνσ φορ 

τηε Ινδεξ. Αππρεχιατιον ρετυρν ινχρεασεδ φροm τηε πρεϖιουσ θυαρ−

ter, the irst such gain since the irst quarter of 2015.

Ινδυστριαλ (+3.1%) ωασ τηε βεστ−περφορmινγ σεχτορ φορ τηε 

ifth consecutive quarter with Hotel (+1.8%), Ofice (+1.6%), 
Ρεταιλ (+1.5%), ανδ Απαρτmεντσ (+1.5%) αλσο γαινινγ. Τηε 

Wεστ ρεγιον ωασ τηε στρονγεστ περφορmερ φορ τηε τηιρδ θυαρτερ 

ιν α ροω, ρετυρνινγ 2.2%, ανδ τηε Μιδωεστ λαγγεδ ωιτη α 1.3% 

ρετυρν. Τρανσαχτιον ϖολυmε ινχρεασεδ το ∃7.7 βιλλιον, υπ 11% 

from the irst quarter but down 14.5% from the second quar−
τερ οφ 2016. Αππραισαλ χαπιταλιζατιον ρατεσ ινχρεασεδ το 4.5%, 

σλιγητλψ υπ φροm λαστ θυαρτερ. Τρανσαχτιον χαπιταλιζατιον ρατεσ φελλ 

το 6.1% φροm λαστ θυαρτερ�σ 12−θυαρτερ ηιγη οφ 6.3%. Τηε σπρεαδ 

βετωεεν αππραισαλ ανδ τρανσαχτιον ρατεσ δεχρεασεδ το 1.6 περ−

χενταγε ποιντσ.

Οχχυπανχψ ρατεσ φελλ φορ τηε σεχονδ χονσεχυτιϖε θυαρτερ το 

92.8%. Απαρτmεντ ανδ Ρεταιλ οχχυπανχψ ρατεσ ινχρεασεδ σλιγητλψ 

while Industrial and Ofice rates decreased. 

Τηε NCREIF Open End Diversiied Core Equity Index 

ροσε 1.7% (1.1% φροm ινχοmε ανδ 0.6% φροm αππρεχιατιον), 

a decline from the irst quarter and the lowest since 2010. 
Ινχοmε ρετυρνσ ινχρεασεδ σλιγητλψ ανδ αππρεχιατιον φελλ το α νεω 

σεϖεν−ψεαρ λοω. 

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

ΦΤΣΕ ΕΠΡΑ/ΝΑΡΕΙΤ Dεϖελοπεδ ΡΕΙΤ Ινδεξ (ΥΣD), ποστεδ α 

3.1% ρετυρν, ουτπαχινγ Υ.Σ. ΡΕΙΤσ, ωηιχη γαινεδ 1.5% ασ mεα−

συρεδ βψ τηε FTSE NAREIT Equity REITs Index. 

In the U.S., REITs rebounded in June after being relatively lat 
ιν Απριλ ανδ νεγατιϖε ιν Μαψ. Ρεταιλ (−7.6%) ωασ αγαιν τηε ωορστ 

περφορmερ, δεπρεσσεδ βψ ωεακ εαρνινγσ ρεσυλτσ φροm λαργε ρεταιλ−

ερσ ανδ τηε γροωινγ mαρκετ σηαρε οφ ε−χοmmερχε. Σελφ−Στοραγε 

(-2.7%), Specialty (-0.6%), and Timber (-0.1%) also fell. Health 
Χαρε (+5.3%) ρεmαινεδ στρονγ ασ εφφορτσ το οϖερτυρν τηε 

Αφφορδαβλε Χαρε Αχτ φαλτερεδ. Ινδυστριαλ (+12.0%), Dατα Χεντερσ 

(+9.2%), Ινφραστρυχτυρε (+8.8%), ανδ Ρεσιδεντιαλ (+6.0%) αλλ 

εξπεριενχεδ στρονγ γαινσ. 

Ευροπε, ασ ρεπρεσεντεδ βψ τηε ΦΤΣΕ ΕΠΡΑ/ΝΑΡΕΙΤ Ευροπε 

Ινδεξ, ωασ τηε στρονγεστ περφορmινγ ρεγιον, ρετυρνινγ 10.6% 

ιν Υ.Σ. δολλαρ τερmσ. Τηε ευρο�σ αππρεχιατιον αγαινστ τηε δολλαρ 

was a major driver of returns, as was strong, diversiied growth 
αχροσσ τηε mαϕοριτψ οφ τηε ρεγιον�σ εχονοmιεσ. Τηε συχχεσσφυλ 

τακεοϖερ οφ σεϖεραλ Σπανιση ανδ Ιταλιαν βανκσ βοοστεδ χον−

τινενταλ Ευροπεαν στοχκσ ανδ ηελπεδ τηεm ουτπερφορm τηειρ 

Υ.Κ. πεερσ. 

Ρολλινγ Ονε−Ψεαρ Ρετυρνσ
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Source: Callan
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The Asia-Paciic region outperformed the U.S. but lagged 
Europe. Singapore and Hong Kong again provided the stron−

γεστ ρεγιοναλ περφορmανχε ωηιλε Αυστραλια λαγγεδ βεηινδ, ηυρτ 

βψ α ωεακ ρεταιλ σεχτορ. ϑαπανεσε ΡΕΙΤσ συφφερεδ νεγατιϖε 

ρετυρνσ τηισ θυαρτερ, βυτ στρονγ ρεσυλτσ φροm ϑαπανεσε δεϖελοπ−

ερσ ωερε ενουγη το πυση τηε αγγρεγατε ρεαλ εστατε ινδεξ το α 

ποσιτιϖε ρετυρν.

ΡΕΑΛ ΕΣΤΑΤΕ (Χοντινυεδ)

ΝΧΡΕΙΦ Τρανσαχτιον ανδ Αππραισαλ Χαπιταλιζατιον Ρατεσ
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Χοmmερχιαλ mορτγαγε−βαχκεδ σεχυριτιεσ (ΧΜΒΣ) ισσυανχε 

φορ τηε θυαρτερ ινχρεασεδ το ∃20.2 βιλλιον, α 79% ινχρεασε οϖερ 

$13.9 billion in the irst quarter. This also represented a 44.1% 
ινχρεασε οϖερ τηε σεχονδ θυαρτερ οφ 2016 (∃11.3 βιλλιον).

Source: NCREIF

Note: Transaction capitalization rate is equal weighted.

ΝΧΡΕΙΦ Χαπιταλιζατιον Ρατεσ βψ Προπερτψ Τψπε
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Private Equity Performance Database (%)  (Pooled Horizon IRRs through March 31, 2017*)
Στρατεγψ 3 Μοντησ Ψεαρ 3 Ψεαρσ 5 Ψεαρσ 10 Ψεαρσ 15 Ψεαρσ 20 Ψεαρσ

Αλλ ςεντυρε 3.17 6.77 12.30 14.35 9.71 7.66 21.22 

Γροωτη Εθυιτψ 4.16 12.02 9.70 11.51 10.34 11.37 13.60 

Αλλ Βυψουτσ 4.34 14.55 10.29 12.76 9.19 13.54 12.56 

Μεζζανινε 2.83 9.47 8.13 9.70 8.83 9.52 9.06 

Dιστρεσσεδ 3.37 14.72 6.83 10.55 9.29 10.83 10.70 

All Private Equity 3.95 12.61 10.07 12.52 9.39 11.70 13.15 

Σ&Π 500 6.07 17.17 10.37 13.30 7.51 7.09 7.86 

Ρυσσελλ 3000 5.74 18.07 9.76 13.18 7.54 7.44 8.11 

Private equity returns are net of  fees. 

Sources: Standard & Poor’s and Thomson Reuters/Cambridge 

*Most recent data available at time of  publication.

Ηαππψ Χαmπερσ       

ΠΡΙςΑΤΕ ΕΘΥΙΤΨ |  Γαρψ Ροβερτσον

Φυνδσ Χλοσεδ ϑανυαρψ 1 το ϑυνε 30, 2017

Στρατεγψ Νο. οφ Φυνδσ Amt ($mm) Περχεντ

ςεντυρε Χαπιταλ 282 16,421 10%

Βυψουτσ 220 120,352 73%

Συβορδινατεδ Dεβτ 26 7,326 4%

Dιστρεσσεδ Dεβτ 13 7,189 4%

Σεχονδαρψ ανδ Οτηερ 23 5,249 3%

Φυνδ−οφ−φυνδσ 65 8,945 5%

Τοταλσ 629 165,481 100%

Source: Private Equity Analyst

Figures may not total due to rounding.

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.

Νεω πριϖατε εθυιτψ παρτνερσηιπ χοmmιτmεντσ τοταλεδ ∃85.5 βιλ−

λιον ιν τηε σεχονδ θυαρτερ, ωιτη 319 νεω παρτνερσηιπσ φορmεδ, 

αχχορδινγ το Πριϖατε Εθυιτψ Αναλψστ. Τηε νυmβερ οφ φυνδσ 

increased 3% from 310 in the irst quarter, and the dollar volume 
ροσε 7% φροm ∃80.0 βιλλιον. Απολλο ΙΞ ραισεδ τηε mοστ χαπιταλ ιν 

τηε θυαρτερ, ∃23.5 βιλλιον, ανδ συβσεθυεντλψ τοππεδ υπ το ∃24.6 

billion for the inal close—the largest buyout fund ever raised. 
Τηε λαργεστ Ευροπεαν (ΧςΧ ςΙΙ: ∃19 βιλλιον) ανδ Ασιαν (ΚΚΡ 

Ασια ΙΙΙ: ∃9.3 βιλλιον) φυνδσ ωερε αλσο χλοσεδ τηισ θυαρτερ.

Ινϖεστmεντσ βψ φυνδσ ιντο χοmπανιεσ τοταλεδ 127 δεαλσ, υπ 69% 

φροm 75 ιν τηε πριορ θυαρτερ, αχχορδινγ το Βυψουτσ νεωσλεττερ. 

Τηε αννουνχεδ τοταλ ϖολυmε ωασ ∃72 βιλλιον, υπ 177% φροm ∃26 

billion in the irst quarter. Fifteen deals with announced values 
οφ ∃1 βιλλιον ορ mορε χλοσεδ ιν τηε θυαρτερ.

Νεω ινϖεστmεντσ ιν ϖεντυρε χαπιταλ χοmπανιεσ τοταλεδ 1,963 

rounds of inancing with $21.8 billion of announced value, 
αχχορδινγ το τηε Νατιοναλ ςεντυρε Χαπιταλ Ασσοχιατιον. Τηε 

number of rounds closely mirrored the 1,954 in the irst 
θυαρτερ, βυτ αννουνχεδ δολλαρ ϖαλυε ινχρεασεδ 36% φροm  

∃16.0 βιλλιον.

Βυψουτσ ρεπορτσ τηερε ωερε 161 πριϖατε Μ&Α εξιτσ οφ βυψουτ−

βαχκεδ χοmπανιεσ, ωιτη 41 δεαλσ δισχλοσινγ ϖαλυεσ τοταλινγ 

$18.3 billion. The M&A exit count was lat with the prior quarter’s 
162, βυτ τηε αννουνχεδ ϖαλυε ινχρεασεδ 15% φροm ∃15.9 βιλλιον. 

Τηερε ωερε σεϖεν βυψουτ−βαχκεδ ΙΠΟσ ιν τηε σεχονδ θυαρτερ 

(α τωο−ψεαρ ηιγη), ραισινγ αν αγγρεγατε ∃2.0 βιλλιον. Τηε νυm−

ber increased from ive the prior quarter, but the total proceeds 
δεχρεασεδ φροm ∃3.1 βιλλιον.

ςεντυρε−βαχκεδ εξιτσ (βοτη πριϖατε σαλεσ ανδ ΙΠΟσ) τοταλεδ 156 

τρανσαχτιονσ, ανδ δισχλοσεδ ϖαλυε τοταλεδ ∃10.5 βιλλιον. Εξιτσ 

declined 19% from the irst quarter’s 192, and the dollar volume 
δεχλινεδ 28% φροm ∃14.6 βιλλιον.

Πλεασε σεε ουρ υπχοmινγ ισσυε οφ Πριϖατε Μαρκετσ Τρενδσ φορ 

mορε ιν−δεπτη χοϖεραγε.
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Callan Database Median and Index Returns* for Periods ended June 30, 2017

Θυαρτερ ΨΤD Ψεαρ 3 Ψεαρσ 5 Ψεαρσ 10 Ψεαρσ 15 Ψεαρσ

Ηεδγε Φυνδ−οφ−Φυνδσ Dαταβασε 0.94 3.26 8.12 1.78 5.39 2.90 4.88

CS Hedge Fund Index 0.76 2.85 5.84 1.54 4.47 3.18 5.84

ΧΣ Εθυιτψ Μαρκετ Νευτραλ 0.36 2.50 1.38 −0.40 1.89 −3.18 0.42

ΧΣ Χονϖερτιβλε Αρβιτραγε 0.21 2.46 6.82 1.90 3.53 3.42 4.67

ΧΣ Φιξεδ Ινχοmε Αρβιτραγε 1.62 3.97 8.66 3.26 4.62 3.44 4.11

ΧΣ Μυλτι−Στρατεγψ 2.29 5.11 9.05 5.53 7.41 4.88 7.02

ΧΣ Dιστρεσσεδ 1.64 3.90 10.58 0.28 5.90 3.45 7.25

ΧΣ Ρισκ Αρβιτραγε 2.73 3.97 7.19 1.89 3.18 3.23 3.95

ΧΣ Εϖεντ−Dριϖεν Μυλτι−Στρατεγψ 0.76 3.67 8.73 −2.05 4.09 2.83 6.30

ΧΣ Λονγ/Σηορτ Εθυιτψ 3.06 6.62 8.40 2.97 7.00 3.73 6.49

ΧΣ Γλοβαλ Μαχρο −1.77 −1.54 3.58 1.43 2.79 4.85 7.47

ΧΣ Μαναγεδ Φυτυρεσ −3.40 −4.38 −12.70 1.26 0.06 1.49 4.07

ΧΣ Εmεργινγ Μαρκετσ 2.67 7.05 11.25 4.30 5.91 3.47 8.10

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

Ασ τηε Wορλδ Χηυρνσ, Dεσπαχιτο

ΗΕDΓΕ ΦΥΝDΣ |  ϑιm ΜχΚεε

Στοχκ λοϖερσ εmβραχεδ τηε σλοωλψ σηιφτινγ ναρρατιϖε οφ γλοβαλ 

γροωτη αππεαρινγ ιν Ευροπε ανδ ϑαπαν ιν τηε σεχονδ θυαρ−

τερ. Φιξεδ ινχοmε mαρκετσ ωερε υνσεττλεδ ωηεν τηε Ευροπεαν 

Χεντραλ Βανκ ηιντεδ ατ ποτεντιαλλψ ταπερινγ ιτσ βονδ πυρχηασε 

προγραm.

Τηε θυαρτερ�σ mαρκετ χονδιτιονσ προϖιδεδ α φριενδλψ σεττινγ φορ 

ηεδγε φυνδσ σεεκινγ αλτερνατιϖε ρισκσ. Ιλλυστρατινγ ραω ηεδγε 

φυνδ περφορmανχε ωιτηουτ ιmπλεmεντατιον χοστσ, τηουγη νετ οφ 

υνδερλψινγ ηεδγε φυνδ φεεσ, τηε Χρεδιτ Συισσε Ηεδγε Φυνδ 

Ινδεξ (CS HFI) rose 0.8%. As a live hedge fund portfolio, net 
οφ αλλ φεεσ ανδ εξπενσεσ, τηε mεδιαν mαναγερ ιν τηε Χαλλαν 

Ηεδγε Φυνδ−οφ−Φυνδσ Dαταβασε αδϖανχεδ 0.9%. 

Within the CS HFI, Λονγ/Σηορτ Εθυιτψ (+3.1%) ρεπεατεδ ασ 

τηε βεστ−περφορmινγ στρατεγψ φορ τηε σεχονδ στραιγητ θυαρτερ. 

Ρισκ Αρβιτραγε ραλλιεδ 2.7% ωηιλε Dιστρεσσεδ αππρεχιατεδ 1.6%. 

Χονϖερτιβλε Αρβ (+0.2%) ανδ Εθυιτψ Μαρκετ Νευτραλ (+0.4%) 

εξπεριενχεδ mορε mοδεστ γαινσ. Ιν λαστ πλαχε φορ τηε σεχονδ 

στραιγητ θυαρτερ, Μαναγεδ Φυτυρεσ λοστ 3.4%. Εϖεν τηε mορε 

δισχρετιοναρψ Γλοβαλ Μαχρο (−1.8%) λοστ ιτσ φοοτινγ ωιτη τηε 

υνεξπεχτεδ τυρν οφ τοπ−δοων τηεmεσ.

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

Χαλλαν Λονγ/Σηορτ Εθυιτψ ΦΟΦ (+1.3%) ουτπαχεδ τηε Χαλλαν 

Αβσολυτε Ρετυρν ΦΟΦ (+0.9%). Wιτη διϖερσιφψινγ εξποσυρεσ το 

βοτη νον−διρεχτιοναλ ανδ διρεχτιοναλ στψλεσ, τηε Core Diversiied 
ΦΟΦ γαινεδ 0.6%.

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

 10th Percentile 1.70 1.57 3.00

 25th Percentile 1.65 1.16 2.66

 Median 0.87 0.57 1.28

 75th Percentile -0.18 0.22 0.20

 90th Percentile -1.18 -0.26 -0.34
   

 T-Bill + 5% 1.42 1.42 1.42

-2%

0%

2%

4%

Χαλλαν Στψλε Γρουπ Θυαρτερλψ Ρετυρνσ

Sources: Callan and 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.

The Callan DC Index™ climbed 4.7% in the irst quarter, its 
ηιγηεστ θυαρτερλψ ρετυρν σινχε τηε ενδ οφ 2013. Τηισ περφορmανχε 

βυιλδσ ον ρεσυλτσ φορ 2016, ωηεν τηε Ινδεξ ροσε 8.0%. Βυτ τηε DΧ 

Ινδεξ διδ mαρκεδλψ λαγ τηε Αγε 45 Ταργετ Dατε Φυνδ (+5.6%). Ιν 

ρισινγ mαρκετσ ταργετ δατε φυνδσ (ΤDΦσ) τενδ το ουτπερφορm τηε 

DΧ Ινδεξ βεχαυσε τηε αϖεραγε ΤDΦ ηασ α ηιγηερ αλλοχατιον το 

equities than the average deined contribution (DC) plan.

During the quarter, plan balances grew 4.74%; investment 
ρετυρνσ αχχουντεδ φορ τηε ϖαστ mαϕοριτψ (4.67% ϖσ. 0.07% φορ 

χοντριβυτιονσ). Σινχε ινχεπτιον οφ τηε Ινδεξ, πλαν σπονσορ ανδ 

παρτιχιπαντ χοντριβυτιονσ ηαϖε αχχουντεδ φορ αβουτ α θυαρτερ οφ 

ιτσ γροωτη. 

Εmεργινγ mαρκετ στοχκσ, ωηιλε α σmαλλ παρτ οφ DΧ πλανσ, ρεπ−

resented the sole equity asset class to witness inlows. This is 
νοτ συρπρισινγ γιϖεν τηειρ στρονγ σηοωινγ δυρινγ τηε περιοδ�DΧ 

lows often chase performance. Most other asset classes saw 
outlows in the irst quarter, with the exception of TDFs, which 
dominated inlows as usual. In the irst quarter, TDFs attracted 
οϖερ 88 χεντσ οφ εϖερψ δολλαρ τηατ mοϖεδ ωιτηιν DΧ πλανσ. 

Τυρνοϖερ (ι.ε., νετ τρανσφερ αχτιϖιτψ ωιτηιν DΧ πλανσ) ωασ λοω τηισ 

θυαρτερ (0.42%) χοmπαρεδ το τηε ηιστοριχαλ αϖεραγε (0.64%).

Τηε Χαλλαν DΧ Ινδεξ�σ εθυιτψ αλλοχατιον ενδεδ τηε θυαρτερ ατ 

69%, ωελλ βελοω τηε αϖεραγε εθυιτψ αλλοχατιον οφ τηε Αγε 45 

Ταργετ Dατε Φυνδ (76%) βυτ αβοϖε τηε Ινδεξ�σ ηιστοριχαλ αϖερ−

αγε (67%).

Wηεν ΤDΦσ αρε ηελδ ωιτηιν α DΧ πλαν, τηεψ νοω αχχουντ φορ 

32% οφ πλαν ασσετσ. Τηε νεξτ λαργεστ πλαν ηολδινγ, Υ.Σ. λαργε 

χαπ εθυιτψ φυνδσ, αχχουντ φορ λεσσ τηαν 23% οφ πλαν ασσετσ.

Βεστ Ρετυρν φορ DΧ Ινδεξ Σινχε 2013

DΕΦΙΝΕD ΧΟΝΤΡΙΒΥΤΙΟΝ |  Τοm Σζκωαρλα

Net Cash Flow Analysis (First Quarter 2017) 
(Τοπ Τωο ανδ Βοττοm Τωο Ασσετ Γατηερερσ)

Ασσετ Χλασσ

Φλοωσ ασ % οφ

Τοταλ Νετ Φλοωσ

Ταργετ Dατε Φυνδσ 88.69%

Υ.Σ. Φιξεδ Ινχοmε 7.25%

Χοmπανψ Στοχκ −15.92%

Σταβλε ςαλυε −36.49%

Total Turnover** 0.42%

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

Source: Callan DC Index

Note: DC Index inception date is January 2006.

*  The Age 45 Fund transitioned from the average 2030 TDF to the 2035 TDF in  

June 2013.

** 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

First Quarter 2017

Age 45 Target Date* Total DC Index

4.67%

5.57%5.74%

Annualized Since 

Inception

5.57%

4.67%

6.48%

Year-to-Date

First Quarter 2017

% Net Flows % Return Growth% Total Growth

7.84%

Annualized Since 

Inception

2.11%

0.07%0.07%

5.73%

4.74% 4.67%4.74% 4.67%

Year-to-Date



Actual vs Target Asset Allocation
As of June 30, 2017

The top left chart shows the Fund’s asset allocation as of June 30, 2017. 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
23%

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
5%

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
0%

$000s Weight Percent $000s
Asset Class Actual Actual Target Difference Difference
Domestic Equity       1,193,659   22.5%   21.0%    1.5%          80,826
Domestic Fixed Income         958,310   18.1%   17.8%    0.3%          15,051
International Equity         838,649   15.8%   14.3%    1.5%          80,863
Int’l Fixed Income         259,750    4.9%    5.4% (0.5%) (26,407)
Global Real Estate         569,154   10.7%   10.5%    0.2%          12,738
World Equity         889,574   16.8%   16.0%    0.8%          41,701
Private Equity         167,162    3.2%    6.5% (3.3%) (177,286)
Timber         136,488    2.6%    3.1% (0.5%) (27,787)
Infrastructure         247,530    4.7%    5.0% (0.3%) (17,430)
Cash Equivalents          38,929    0.7%    0.4%    0.3%          17,733
Total       5,299,205  100.0%  100.0%

Asset Class Weights vs CAI Public Fund Sponsor Database

W
e

ig
h

ts

(10%)

0%

10%

20%

30%

40%

50%

60%

Domestic Domestic Cash Global International Int’l Alternative World Private
Equity Fixed Income Equivalents Real Estate Equity Fixed Income Equity Equity

(91)(92)
(79)(79)

(45)(56)

(26)(28)
(69)(80)

(6)(4) (26)(23)

(7)(7)

(22)
(8)

10th Percentile 48.74 38.31 3.15 14.66 25.85 3.65 13.27 10.30 5.23
25th Percentile 43.15 31.94 1.72 10.84 23.01 0.00 7.74 0.00 2.29

Median 36.02 23.83 0.61 8.45 19.36 0.00 0.00 0.00 0.00
75th Percentile 29.66 18.84 0.00 0.00 15.39 0.00 0.00 0.00 0.00
90th Percentile 22.74 12.76 0.00 0.00 11.40 0.00 0.00 0.00 0.00

Fund 22.53 18.08 0.73 10.74 15.83 4.90 7.25 16.79 3.15

Target 21.00 17.80 0.40 10.50 14.30 5.40 8.10 16.00 6.50

% Group Invested 96.10% 97.40% 70.13% 70.13% 90.91% 13.64% 14.94% 12.99% 32.47%

* Current Quarter Target = 16.1% Russell 1000 Index, 16.0% MSCI World, 13.2% Blmbg Aggregate, 11.2% MSCI World ex US, 10.5% NCREIF Total Index,

6.5% NDSIB PEN - Private Equity, 5.4% Blmbg Glob Agg ex USD, 5.0% CPI-W, 4.9% Russell 2000 Index, 4.6% Blmbg HY 2% Iss Cap, 3.1% MSCI EM, 3.1%

NCREIF Timberland Index and 0.4% 3-month Treasury Bill.
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Quarterly Total Fund Relative Attribution - June 30, 2017

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

(6%) (4%) (2%) 0% 2% 4%

Domestic Equity 1.93

Domestic Fixed Income 0.49

Global Real Estate 0.09

Infrastructure (0.73 )

Timber (0.44 )

International Equity 1.60

International Fixed Inc. (0.50 )

World Equity 0.76

Private Equity (3.43 )

Cash & Equivalents 0.25

Domestic Equity

Domestic Fixed Income

Global Real Estate

Infrastructure

Timber

International Equity

International Fixed Inc.

World Equity

Private Equity

Cash & Equivalents

Total

Actual vs Target Returns

(4%) (2%) 0% 2% 4% 6% 8% 10%

Actual Target

Relative Attribution by Asset Class

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

Manager Effect Asset Allocation Total

Relative Attribution Effects for Quarter ended June 30, 2017

Effective Effective Total
Actual Target Actual Target Manager Asset Relative

Asset Class Weight Weight Return Return Effect Allocation Return

Domestic Equity 23% 21% 3.04% 2.94% 0.02% (0.01%) 0.01%
Domestic Fixed Income 18% 18% 2.40% 1.63% 0.14% (0.01%) 0.13%
Global Real Estate 11% 10% 3.32% 1.75% 0.17% (0.00%) 0.17%
Infrastructure 4% 5% 6.29% 0.49% 0.25% 0.02% 0.27%
Timber 3% 3% (1.35%) 0.70% (0.06%) 0.01% (0.05%)
International Equity 16% 14% 6.54% 5.77% 0.12% 0.04% 0.16%
International Fixed Inc. 5% 5% 4.07% 3.55% 0.03% (0.00%) 0.02%
World Equity 17% 16% 4.84% 4.03% 0.13% 0.00% 0.14%
Private Equity 3% 6% 7.70% 7.70% 0.00% (0.15%) (0.15%)
Cash & Equivalents 1% 0% 0.24% 0.20% 0.00% (0.01%) (0.01%)

Total = + +4.00% 3.29% 0.81% (0.10%) 0.71%

* Current Quarter Target = 16.1% Russell 1000 Index, 16.0% MSCI World, 13.2% Blmbg Aggregate, 11.2% MSCI World ex US, 10.5% NCREIF Total Index,

6.5% NDSIB PEN - Private Equity, 5.4% Blmbg Glob Agg ex USD, 5.0% CPI-W, 4.9% Russell 2000 Index, 4.6% Blmbg HY 2% Iss Cap, 3.1% MSCI EM, 3.1%

NCREIF Timberland Index and 0.4% 3-month Treasury Bill.
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Cumulative Total Fund Relative Attribution - June 30, 2017

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% 1% 2%

Domestic Equity

Domestic Fixed Income

Global Real Estate

Infrastructure

Timber

International Equity

International Fixed Inc.

World Equity

Private Equity

Cash & Equivalents

Total

Manager Effect Asset Allocation Total

Cumulative Relative Attribution Effects

(0.5%)

0.0%

0.5%

1.0%

1.5%

2.0%

2016 2017

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% 17.39% 19.61% (0.48%) 0.09% (0.39%)
Domestic Fixed Income 18% 18% 6.36% 2.95% 0.65% (0.02%) 0.63%
Global Real Estate 11% 10% 9.65% 6.97% 0.30% (0.03%) 0.27%
Infrastructure 4% 5% 9.73% 1.50% 0.38% 0.07% 0.45%
Timber 3% 3% (9.44%) 3.35% (0.44%) 0.05% (0.39%)
International Equity 15% 14% 21.36% 20.45% 0.14% 0.08% 0.22%
International Fixed Inc. 5% 5% 1.15% (3.80%) 0.28% 0.02% 0.31%
World Equity 17% 16% 21.02% 18.20% 0.44% 0.04% 0.48%
Private Equity 3% 6% 11.11% 11.11% 0.00% (0.03%) (0.03%)
Cash & Equivalents 1% 1% 0.72% 0.49% 0.00% (0.03%) (0.03%)

Total = + +13.27% 11.74% 1.30% 0.23% 1.53%

* Current Quarter Target = 16.1% Russell 1000 Index, 16.0% MSCI World, 13.2% Blmbg Aggregate, 11.2% MSCI World ex US, 10.5% NCREIF Total Index,

6.5% NDSIB PEN - Private Equity, 5.4% Blmbg Glob Agg ex USD, 5.0% CPI-W, 4.9% Russell 2000 Index, 4.6% Blmbg HY 2% Iss Cap, 3.1% MSCI EM, 3.1%

NCREIF Timberland Index and 0.4% 3-month Treasury Bill.
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Cumulative Total Fund Relative Attribution - June 30, 2017

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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Cumulative Relative Attribution Effects
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Manager Effect
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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

Domestic Equity 23% 21% 9.16% 8.91% 0.05% 0.04% 0.08%
Domestic Fixed Income 19% 18% 4.56% 3.03% 0.29% (0.00%) 0.28%
Global Real Estate 10% 10% 12.36% 10.17% 0.22% (0.02%) 0.20%
Infrastructure 4% 5% 4.81% 0.58% 0.18% 0.02% 0.21%
Timber 3% 4% (0.60%) 5.54% (0.20%) (0.02%) (0.23%)
International Equity 15% 14% 2.94% 1.06% 0.29% (0.02%) 0.27%
International Fixed Inc. 5% 5% (0.37%) (2.42%) 0.11% 0.00% 0.11%
World Equity 16% 16% 5.78% 5.24% 0.09% 0.00% 0.09%
Private Equity 4% 5% (0.81%) (0.81%) 0.00% 0.05% 0.05%
Cash & Equivalents 1% 1% 0.36% 0.23% 0.00% (0.00%) (0.00%)

Total = + +5.79% 4.73% 1.02% 0.04% 1.06%

* Current Quarter Target = 16.1% Russell 1000 Index, 16.0% MSCI World, 13.2% Blmbg Aggregate, 11.2% MSCI World ex US, 10.5% NCREIF Total Index,

6.5% NDSIB PEN - Private Equity, 5.4% Blmbg Glob Agg ex USD, 5.0% CPI-W, 4.9% Russell 2000 Index, 4.6% Blmbg HY 2% Iss Cap, 3.1% MSCI EM, 3.1%

NCREIF Timberland Index and 0.4% 3-month Treasury Bill.
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Cumulative Total Fund Relative Attribution - June 30, 2017

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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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

Domestic Equity 23% 22% 15.13% 14.51% 0.13% 0.09% 0.22%
Domestic Fixed Income 19% 18% 5.77% 3.49% 0.43% (0.01%) 0.42%
Global Real Estate 10% 10% 12.96% 10.49% 0.24% (0.01%) 0.23%
Infrastructure 4% 5% 7.20% 1.11% 0.25% 0.07% 0.32%
Timber 4% 5% 0.27% 7.16% (0.29%) (0.02%) (0.30%)
International Equity 15% 15% 9.59% 7.62% 0.29% (0.01%) 0.27%
International Fixed Inc. 5% 5% 1.60% (0.36%) 0.11% (0.00%) 0.11%
World Equity 15% 15% 11.31% 11.38% 0.05% (0.05%) 0.00%
Private Equity 4% 5% 1.62% 1.62% 0.00% 0.02% 0.02%
Cash & Equivalents 1% 1% 0.24% 0.17% 0.00% (0.00%) (0.00%)

Total = + +9.49% 8.20% 1.21% 0.07% 1.28%

* Current Quarter Target = 16.1% Russell 1000 Index, 16.0% MSCI World, 13.2% Blmbg Aggregate, 11.2% MSCI World ex US, 10.5% NCREIF Total Index,

6.5% NDSIB PEN - Private Equity, 5.4% Blmbg Glob Agg ex USD, 5.0% CPI-W, 4.9% Russell 2000 Index, 4.6% Blmbg HY 2% Iss Cap, 3.1% MSCI EM, 3.1%

NCREIF Timberland Index and 0.4% 3-month Treasury Bill.
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Cumulative Total Fund Relative Attribution - June 30, 2017

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

Domestic Equity 29% 30% 5.96% 7.19% (0.42%) 0.02% (0.40%)
Domestic Fixed Income 22% 21% 5.41% 5.51% (0.18%) (0.02%) (0.21%)
Global Real Estate 9% 9% 5.13% 6.42% (0.10%) (0.04%) (0.14%)
Timber 2% 3% - - (0.17%) 0.00% (0.17%)
Infrastructure 2% 3% - - 0.12% 0.05% 0.17%
International Equity 16% 17% 2.90% 1.28% 0.28% (0.04%) 0.24%
International Fixed Inc. 5% 5% 5.06% 3.42% 0.09% (0.03%) 0.05%
World Equity 8% 8% - - 0.02% (0.02%) 0.00%
Private Equity 4% 5% 0.12% 0.12% 0.00% (0.04%) (0.04%)
Cash & Equivalents 1% 1% 0.36% 0.58% (0.00%) (0.02%) (0.02%)

Total = + +4.52% 5.04% (0.38%) (0.14%) (0.52%)

* Current Quarter Target = 16.1% Russell 1000 Index, 16.0% MSCI World, 13.2% Blmbg Aggregate, 11.2% MSCI World ex US, 10.5% NCREIF Total Index,

6.5% NDSIB PEN - Private Equity, 5.4% Blmbg Glob Agg ex USD, 5.0% CPI-W, 4.9% Russell 2000 Index, 4.6% Blmbg HY 2% Iss Cap, 3.1% MSCI EM, 3.1%

NCREIF Timberland Index and 0.4% 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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* Current Quarter Target = 16.1% Russell 1000 Index, 16.0% MSCI World, 13.2% Blmbg Aggregate, 11.2% MSCI World ex US, 10.5% NCREIF Total Index,

6.5% NDSIB PEN - Private Equity, 5.4% Blmbg Glob Agg ex USD, 5.0% CPI-W, 4.9% Russell 2000 Index, 4.6% Blmbg HY 2% Iss Cap, 3.1% MSCI EM, 3.1%

NCREIF Timberland Index and 0.4% 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% Blmbg Aggregate, 11.2% MSCI World ex US, 10.5% NCREIF Total Index,

6.5% NDSIB PEN - Private Equity, 5.4% Blmbg Glob Agg ex USD, 5.0% CPI-W, 4.9% Russell 2000 Index, 4.6% Blmbg HY 2% Iss Cap, 3.1% MSCI EM, 3.1%

NCREIF Timberland Index and 0.4% 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 June 30, 2017. 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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* Current Quarter Target = 16.1% Russell 1000 Index, 16.0% MSCI World, 13.2% Blmbg Aggregate, 11.2% MSCI World ex US, 10.5% NCREIF Total Index,

6.5% NDSIB PEN - Private Equity, 5.4% Blmbg Glob Agg ex USD, 5.0% CPI-W, 4.9% Russell 2000 Index, 4.6% Blmbg HY 2% Iss Cap, 3.1% MSCI EM, 3.1%

NCREIF Timberland Index and 0.4% 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% Blmbg Aggregate, 11.2% MSCI World ex US, 10.5% NCREIF Total Index,

6.5% NDSIB PEN - Private Equity, 5.4% Blmbg Glob Agg ex USD, 5.0% CPI-W, 4.9% Russell 2000 Index, 4.6% Blmbg HY 2% Iss Cap, 3.1% MSCI EM, 3.1%

NCREIF Timberland Index and 0.4% 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 June 30, 2017, with the
distribution as of March 31, 2017. 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

June 30, 2017 March 31, 2017

Market Value Weight Net New Inv. Inv. Return Market Value Weight
GLOBAL EQUITY $3,089,044,149 58.29% $(33,592,420) $141,232,646 $2,981,403,922 58.47%

Domestic Equity $1,193,659,217 22.53% $(17,454,545) $35,662,353 $1,175,451,410 23.05%

    Large Cap Domestic Equity $904,798,035 17.07% $(17,228,223) $27,048,683 $894,977,576 17.55%
L.A. Capital 344,801,496 6.51% (12,175,536) 12,710,186 344,266,846 6.75%
LACM Enhanced Index 200,427,445 3.78% (52,687) 4,784,680 195,695,452 3.84%
Northern Trust AM Enh S&P 500 167,318,509 3.16% 0 3,464,944 163,853,565 3.21%
Parametric Clifton Enh S&P 500 192,250,585 3.63% (5,000,000) 6,088,872 191,161,713 3.75%

    Small Cap Domestic Equity $288,861,182 5.45% $(226,322) $8,613,670 $280,473,834 5.50%
Atlanta Capital 130,237,677 2.46% (226,322) 4,582,400 125,881,599 2.47%
Parametric Clifton Enh Small Cap 158,623,505 2.99% 0 4,031,270 154,592,235 3.03%

International Equity $838,649,370 15.83% $(15,308,725) $52,465,049 $801,493,046 15.72%

    Developed Int’l Equity $632,346,103 11.93% $(10,308,725) $40,513,455 $602,141,373 11.81%
DFA Int’l Small Cap 87,623,184 1.65% (5,000,000) 5,504,399 87,118,785 1.71%
Northern Trust AM World Ex US 301,033,064 5.68% (5,000,000) 16,808,143 289,224,921 5.67%
Wellington Management Co. 97,530,440 1.84% (182,896) 7,467,466 90,245,871 1.77%
William Blair 146,159,414 2.76% (125,829) 10,733,447 135,551,796 2.66%

    Emerging Markets Equity $206,303,267 3.89% $(5,000,000) $11,951,594 $199,351,673 3.91%
Axiom 156,217,685 2.95% 0 10,750,384 145,467,301 2.85%
DFA 50,085,582 0.95% (5,000,000) 1,201,210 53,884,372 1.06%

World Equity $889,573,644 16.79% $(717,322) $41,047,598 $849,243,368 16.65%
EPOCH Investment Partners 395,944,967 7.47% (596,382) 23,551,084 372,990,266 7.31%
LSV Asset Management 493,628,676 9.32% (120,940) 17,496,514 476,253,103 9.34%
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Investment Manager Asset Allocation

The table below contrasts the distribution of assets across the Fund’s investment managers as of June 30, 2017, with the
distribution as of March 31, 2017. 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

June 30, 2017 March 31, 2017

Market Value Weight Net New Inv. Inv. Return Market Value Weight
Private Equity $167,161,918 3.15% $(111,827) $12,057,647 $155,216,098 3.04%

Adams Street Direct Co-Invest Fd 3,270,630 0.06% 0 (32,636) 3,303,266 0.06%
Adams Street Direct Fund 2010 1,031,502 0.02% 16,950 76,299 938,253 0.02%
Adams Street 1998 Partnership 125,606 0.00% 0 974 124,632 0.00%
Adams Street 1999 Partnership 337,144 0.01% 0 11,549 325,595 0.01%
Adams Street 2000 Partnership 553,857 0.01% (400,854) 15,397 939,314 0.02%
Adams Street 2001 Partnership 1,329,647 0.03% 0 55,699 1,273,948 0.02%
Adams Street 2002 Partnership 339,221 0.01% 0 8,445 330,776 0.01%
Adams Street 2003 Partnership 288,137 0.01% (46,160) 15,761 318,536 0.01%
Adams Street 2010 Partnership 6,216,403 0.12% (122,181) 219,637 6,118,947 0.12%
Adams Street 2008 Fund 7,770,177 0.15% (374,858) 597,972 7,547,063 0.15%
Adams Street 1999 Non-US 69,632 0.00% 0 2,497 67,135 0.00%
Adams Street 2000 Non-US 530,987 0.01% 0 24,067 506,920 0.01%
Adams Street 2001 Non-US 162,493 0.00% 0 15,014 147,479 0.00%
Adams Street 2002 Non-US 502,108 0.01% (198,634) 15,901 684,841 0.01%
Adams Street 2003 Non-US 323,478 0.01% 0 15,024 308,454 0.01%
Adams Street 2004 Non-US 319,996 0.01% 0 20,448 299,548 0.01%
Adams Street 2010 Non-US 3,148,471 0.06% 0 277,974 2,870,497 0.06%
Adams Street 2010 Non-US Emg 1,438,104 0.03% 0 56,556 1,381,548 0.03%
Adams Street 2015 Global Fd 8,071,559 0.15% 1,398,403 348,396 6,324,760 0.12%
Adams Street 2016 Global Fd 2,128,412 0.04% 1,020,000 48,919 1,059,493 0.02%
Adams Street BVCF IV Fund 3,460,356 0.07% 0 150,292 3,310,064 0.06%
BlackRock 8,611,773 0.16% 4,150,831 (267,735) 4,728,677 0.09%
Capital International V 2,013,333 0.04% (1,780,798) (1,379,511) 5,173,642 0.10%
Capital International VI 23,602,740 0.45% 0 2,198,586 21,404,154 0.42%
CorsAir III 14,359,422 0.27% 0 424,684 13,934,738 0.27%
CorsAir IV 24,055,396 0.45% (599) 2,708,453 21,347,542 0.42%
EIG Energy Fund XIV 6,099,526 0.12% 0 977,574 5,121,952 0.10%
Hearthstone Advisors MS II 1 0.00% 10,282 (13,636) 3,355 0.00%
Hearthstone Advisors MS III 2,292,685 0.04% 0 94,103 2,198,582 0.04%
Lewis & Clark, LP 1,622,825 0.03% 0 292,916 1,329,909 0.03%
Lewis & Clark II 9,118,782 0.17% (290,239) 682,486 8,726,535 0.17%
Matlin Patterson II 1,157,048 0.02% 0 (136,064) 1,293,112 0.03%
Matlin Patterson III 24,790,467 0.47% (3,493,971) 1,691,072 26,593,366 0.52%
Quantum Energy Partners 8,020,000 0.15% 0 2,880,158 5,139,842 0.10%
Quantum Resources - - 0 (39,623) 39,623 0.00%
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Investment Manager Asset Allocation

The table below contrasts the distribution of assets across the Fund’s investment managers as of June 30, 2017, with the
distribution as of March 31, 2017. 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

June 30, 2017 March 31, 2017

Market Value Weight Net New Inv. Inv. Return Market Value Weight
GLOBAL FIXED INCOME $1,218,059,403 22.99% $(1,731,020) $32,632,110 $1,187,158,313 23.28%

Domestic Fixed Income $958,309,525 18.08% $(1,509,658) $22,481,384 $937,337,798 18.38%

    Inv. Grade Fixed Income $698,416,708 13.18% $(256,505) $15,550,738 $683,122,475 13.40%
Declaration Total Return 90,750,663 1.71% (32,384) 1,668,192 89,114,855 1.75%
J. P. Morgan MBS 131,206,979 2.48% (65,211) 1,643,819 129,628,371 2.54%
PIMCO DiSCO II 107,377,713 2.03% 0 4,641,671 102,736,042 2.01%
PIMCO MBS 183,534,800 3.46% (75,642) 1,766,969 181,843,474 3.57%
PIMCO Unconstrained 67,365,621 1.27% (73,536) 1,329,149 66,110,009 1.30%
SSgA Long US Treas Index 118,180,932 2.23% (9,731) 4,500,938 113,689,725 2.23%

    Below Inv. Grade Fixed Income $259,892,817 4.90% $(1,253,153) $6,930,647 $254,215,323 4.99%
Goldman Sachs 2006 Offshore 381,850 0.01% 0 39,295 342,555 0.01%
Goldman Sachs Offshore V 1,398,900 0.03% (1,007,704) (337,542) 2,744,146 0.05%
Loomis Sayles 200,807,828 3.79% (245,449) 4,693,973 196,359,304 3.85%
PIMCO Bravo II Fund 57,304,239 1.08% 0 2,534,921 54,769,318 1.07%

Internationall Fixed Income $259,749,878 4.90% $(221,362) $10,150,726 $249,820,515 4.90%
Brandywine 153,803,731 2.90% (140,880) 6,179,862 147,764,749 2.90%
UBS Global Asset Mgmt. 105,946,147 2.00% (80,482) 3,970,864 102,055,766 2.00%

GLOBAL REAL ASSETS $953,172,392 17.99% $20,078,562 $29,619,006 $903,474,824 17.72%

Global Real Estate $569,154,356 10.74% $2,817,628 $18,014,501 $548,322,227 10.75%
Invesco Core Real Estate 257,521,398 4.86% (2,080,680) 4,754,921 254,847,158 5.00%
Invesco Fund II 188,225 0.00% 0 6,016 182,209 0.00%
Invesco Fund III 21,815,113 0.41% (9,671,388) (713,051) 32,199,552 0.63%
Invesco Asia RE Feeder 279,160 0.01% (1,059,000) 610,258 727,901 0.01%
Invesco Asia RE Fund III 21,688,372 0.41% 702,258 3,739,760 17,246,354 0.34%
Invesco Value Added Fd IV 44,296,474 0.84% 16,874,025 1,400,886 26,021,563 0.51%
JP Morgan 197,342,292 3.72% (1,940,661) 3,308,388 195,974,565 3.84%
JP Morgan Alternative Fd 292,644 0.01% 0 6,215 286,429 0.01%
JP Morgan China Property Fd 15,776,662 0.30% (3,635) 4,082,681 11,697,616 0.23%
JP Morgan Greater European Opp Fd 9,954,015 0.19% (3,292) 818,427 9,138,881 0.18%

Timber $136,487,897 2.58% $(1,292,000) $(1,879,620) $139,659,517 2.74%
TIR Teredo 31,445,437 0.59% 0 (558,656) 32,004,093 0.63%
TIR Springbank 105,042,460 1.98% (1,292,000) (1,320,964) 107,655,424 2.11%

Infrastructure $247,530,139 4.67% $18,552,934 $13,484,125 $215,493,080 4.23%
JP Morgan Asian Infrastructure 23,570,946 0.44% (22,952) 260,368 23,333,530 0.46%
JP Morgan IIF 178,979,737 3.38% 19,385,561 10,242,126 149,352,050 2.93%
Grosvenor Cust. Infrastructure 37,507,235 0.71% 182,439 2,624,992 34,699,804 0.68%
Grosvenor Cust. Infrastructure II 7,472,221 0.14% (992,114) 356,639 8,107,696 0.16%

CASH & CASH EQUIVALENTS $38,929,339 0.73% $11,506,704 $97,287 $27,325,348 0.54%
Northern Trust Cash Account 28,874,936 0.54% 11,506,704 74,525 17,293,707 0.34%
Bank of ND 10,054,403 0.19% 0 22,763 10,031,640 0.20%

Securities Lending Income $0 0.00% $(137,879) $137,879 - -

Total Fund $5,299,205,283 100.0% $(3,876,054) $203,718,929 $5,099,362,407 100.0%
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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 June 30,
2017. 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 June 30, 2017

Last Last Last
Last Last  3  5  10

Quarter Year Years Years Years

Global Equity
Gross 4.74% 19.12% 5.95% 11.68% -
Net 4.68% 18.83% 5.64% 11.32% -
   Wtd Avg Global Equity Benchmark 4.48% 18.65% 5.08% 10.81% -

Domestic Equity
Gross 3.04% 17.39% 9.16% 15.13% 5.96%
Net 3.00% 17.11% 8.96% 14.87% 5.66%
   Wtd Avg Domestic Equity Benchmark 2.94% 19.61% 8.91% 14.51% 7.19%

Large Cap Equity
Gross 3.02% 16.37% 10.07% 15.52% 5.38%
Net 3.00% 16.20% 9.91% 15.33% 5.15%
   Large Cap Benchmark (1) 3.06% 18.03% 9.26% 14.67% 7.19%

L.A. Capital - Gross 3.68% 15.90% 11.18% 15.50% 8.66%
L.A. Capital - Net 3.63% 15.66% 10.95% 15.26% 8.45%
   Russell 1000 Growth Index 4.67% 20.42% 11.11% 15.30% 8.91%

LACM Enhanced Index - Goss 2.45% 15.56% 9.88% 14.96% 7.89%
LACM Enhanced Index  - Net 2.42% 15.44% 9.75% 14.82% 7.73%
   Russell 1000 Index 3.06% 18.03% 9.26% 14.67% 7.29%

Northern Tr AM Enh S&P500 - Gross 2.11% 16.51% 8.00% 14.59% 7.12%
Northern Tr AM Enh S&P500 - Net 2.11% 16.51% 7.88% 14.28% 6.94%
   S&P 500 Index 3.09% 17.90% 9.61% 14.63% 7.18%

Parametric Clifton Enh S&P500 - Gross 3.19% 17.97% 9.85% 14.75% -
Parametric Clifton Enh S&P500 - Net 3.19% 17.72% 9.77% 14.65% -
   S&P 500 Index 3.09% 17.90% 9.61% 14.63% 7.18%

Small Cap Equity
Gross 3.07% 20.78% 5.96% 13.57% 7.29%
Net 2.99% 20.09% 5.63% 13.08% 6.77%
   Russell 2000 Index 2.46% 24.60% 7.36% 13.70% 6.92%

Atlanta Capital - Gross 3.65% 15.83% - - -
Atlanta Capital - Net 3.46% 14.98% - - -
   S&P 600 Small Cap Index 1.71% 22.47% 9.32% 15.47% 8.44%

Parametric Clifton Enh SmCap - Gross 2.61% 24.97% 8.31% 14.75% -
Parametric Clifton Enh SmCap - Net 2.61% 24.44% 7.89% 14.25% -
    Russell 2000 Index 2.46% 24.60% 7.36% 13.70% 6.92%

(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 June 30,
2017. 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 June 30, 2017

Last Last Last
Last Last  3  5  10

Quarter Year Years Years Years

International Equity
Gross 6.54% 21.36% 2.94% 9.59% 2.90%

Net 6.50% 21.17% 2.75% 9.28% 2.55%

   Wtd Avg Int’l Equity Benchmark 5.77% 20.45% 1.06% 7.62% 1.27%

Developed Intl Equity
Gross 6.72% 21.29% 2.74% 10.64% 2.25%

Net 6.67% 21.04% 2.50% 10.33% 1.93%

   Benchmark(1) 5.63% 19.49% 0.93% 8.55% 0.71%

DFA Int’l Small Cap Value - Net 6.33% 28.80% 4.16% 13.74% -

   World  ex US SC Value 6.44% 23.52% 2.76% 11.48% 3.01%

Northern Tr AM World ex US - Gross 5.80% 19.95% 1.04% - -

Northern Tr AM World ex US - Net 5.80% 19.92% 1.01% - -

   MSCI World ex US 5.63% 19.49% 0.67% 8.15% 1.00%

Wellington Management - Gross 8.28% 20.62% 7.31% 15.04% 6.15%

Wellington Management - Net 8.07% 19.62% 6.42% 14.09% 5.24%

   BMI, EPAC, <$2 B 7.33% 20.88% 5.71% 12.00% 2.88%

William Blair - Gross 7.92% 20.15% - - -

William Blair - Net 7.83% 19.77% - - -

   MSCI ACWI ex US IMI 5.85% 20.43% 1.14% 7.58% 1.38%

Emerging Markets Equity
Gross 5.99% 21.55% 3.09% 5.26% 3.46%

Net 5.99% 21.55% 3.08% 4.96% 3.04%

   Emerging Mkts  - Net 6.27% 23.75% 1.07% 3.96% 1.92%

Axiom - Net 7.39% 22.29% - - -

   Emerging Mkts  - Net 6.27% 23.75% 1.07% 3.96% 1.92%

DFA - Net 2.28% 19.52% 3.49% 6.86% 3.98%

   Emerging Mkts  - Net 6.27% 23.75% 1.07% 3.96% 1.92%

World Equity
Gross 4.84% 21.02% 5.78% 11.31% -

Net 4.75% 20.57% 5.10% 10.62% -

   MSCI World Index 4.03% 18.20% 5.24% 11.38% 3.97%

EPOCH Investment - Gross(2) 6.32% 17.71% 6.33% 11.43% -

EPOCH Investment - Net 6.15% 16.96% 5.65% 10.68% -

   MSCI World Index 4.03% 18.20% 5.24% 11.38% 3.97%

LSV Asset Management - Gross(3) 3.67% 23.50% 5.38% - -

LSV Asset Management - Net 3.65% 23.29% 4.70% - -

   MSCI ACWI Idx 4.45% 19.42% 5.39% 11.14% 4.27%

(1) MSCI EAFE through 12/31/1996; 50% Hedged EAFE through 3/31/2011; MSCI EAFE again through 6/30/2016; 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 June 30,
2017. 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 June 30, 2017

Last Last Last
Last Last  3  5  10

Quarter Year Years Years Years

Private Equity*
Net 7.70% 11.11% (0.82%) 1.59% (0.01%)

Adams Street Direct Co-Invest Fd (0.99%) (4.11%) 8.19% 10.58% 5.30%
Adams Street Direct Fund 2010 7.99% 12.03% 8.00% 11.92% -
Adams Street 1998 Partnership 0.78% (0.16%) 1.08% 4.12% (1.70%)
Adams Street 1999 Partnership 3.55% (0.25%) (2.85%) 3.36% 2.08%
Adams Street 2000 Partnership 2.86% 3.00% (3.33%) 0.71% 3.02%
Adams Street 2001 Partnership 4.37% 7.60% (1.19%) 5.31% 3.94%
Adams Street 2002 Partnership 2.55% 19.56% 1.74% 5.99% 4.88%
Adams Street 2003 Partnership 5.79% 11.44% 7.19% 11.45% 5.26%
Adams Street 2010 Partnership 3.66% 15.12% 13.11% 13.30% -
Adams Street 2008 Fund 8.34% 15.67% 11.65% 12.86% -
Adams Street 1999 Non-US 3.72% 1.60% 0.03% 6.19% 4.47%
Adams Street 2000 Non-US 4.75% 13.07% (0.25%) 0.63% 1.60%
Adams Street 2001 Non-US 10.18% (4.37%) 11.33% 14.86% 3.27%
Adams Street 2002 Non-US 3.27% (5.01%) 4.42% 5.43% 1.84%
Adams Street 2003 Non-US 4.87% 26.53% 13.54% 18.17% 11.24%
Adams Street 2004 Non-US 6.83% 9.42% (2.02%) 7.06% 3.94%
Adams Street 2010 Non-US 9.68% 21.63% 9.17% 10.50% -
Adams Street 2010 Non-US Emg 4.09% 10.13% 14.02% 7.90% -
Adams Street 2015 Global Fd 5.17% 51.76% - - -
Adams Street 2016 Global Fd 3.34% - - - -
Adams Street BVCF IV Fund 4.54% 7.91% 14.68% 18.81% 30.94%

BlackRock (3.26%) - - - -
Capital International V (34.83%) (49.48%) (31.17%) (20.15%) -
Capital International VI 10.27% 9.55% (4.66%) (8.71%) -
CorsAir III 3.05% 6.84% 9.34% 3.15% 4.16%
CorsAir IV 12.67% 22.98% 15.91% 14.40% -
EIG Energy Fund XIV 19.09% 12.11% (34.78%) (23.36%) (7.12%)
Lewis & Clark, LP 22.03% 22.03% (26.04%) (17.39%) (4.84%)
Lewis & Clark II 7.98% 10.83% (1.11%) (2.96%) -
Matlin Patterson II (10.52%) (28.84%) (2.99%) (7.24%) (28.58%)
Matlin Patterson III 6.35% 6.84% (0.56%) 5.14% 5.28%
Quantum Energy Partners 56.04% 68.38% 1.68% 10.37% 6.90%

* Corsair III was taken out from the Private Equity Composite on July 1, 2009.  It was 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 June 30,
2017. 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 June 30, 2017

Last Last Last
Last Last  3  5  10

Quarter Year Years Years Years

Global Fixed Income
Gross 2.75% 5.11% 3.55% 4.89% -

Net 2.69% 4.86% 3.30% 4.65% -

   Wtd Avg Global FI Benchmark 2.11% 1.46% 1.88% 2.69% -

Domestic Fixed Income
Gross 2.40% 6.36% 4.56% 5.77% 5.41%

Net 2.35% 6.14% 4.34% 5.56% 5.15%

   Wtd Avg Domestic FI Benchmark 1.63% 2.95% 3.03% 3.49% 5.51%

Inv. Grade Fixed Income
Gross 2.28% 3.79% 4.20% 4.67% 4.84%

Net 2.24% 3.65% 4.06% 4.55% 4.62%

   Blmbg Aggregate Index 1.45% (0.31%) 2.48% 2.21% 4.48%

Declaration Total Return - Net 1.87% 4.99% 3.74% 5.14% -

   Libor-3 Month 0.30% 0.98% 0.58% 0.46% 0.99%

J.P. Morgan MBS - Gross 1.27% 0.82% - - -

J.P. Morgan MBS - Net 1.22% 0.62% - - -

   Blmbg Mortgage 0.87% (0.06%) 2.17% 2.00% 4.31%

PIMCO Unconstrained - Gross(1) 2.01% 9.71% 3.37% 2.75% -

PIMCO Unconstrained - Net 1.90% 9.22% 2.97% 2.50% -

   Blended Benchmark(2) 0.30% 0.98% 0.58% 0.50% -

PIMCO DiSCO II - Net 4.52% 17.08% 8.43% 13.70% -

   Blmbg Aggregate Index 1.45% (0.31%) 2.48% 2.21% 4.48%

PIMCO MBS - Gross 0.97% 0.36% 2.36% 2.13% -

PIMCO MBS - Net 0.93% 0.19% 2.18% 1.95% -

   Blmbg Mortgage 0.87% (0.06%) 2.17% 2.00% 4.31%

SSgA Long US Treas Idx - Gross 3.96% (7.23%) 5.56% - -

SSgA Long US Treas Idx - Net 3.95% (7.27%) 5.52% - -

    Blmbg Long Treas 3.96% (7.22%) 5.58% 2.76% 7.34%

Below Inv. Grade Fixed Income
Gross 2.73% 13.30% 5.38% 8.67% 6.55%

Net 2.64% 12.86% 4.95% 8.21% 6.17%

   Blmbg HY Corp 2% Issue 2.17% 12.69% 4.50% 6.90% 7.76%

Goldman Sachs 2006 Offshore - Net 11.47% 59.81% 27.41% 25.21% 10.63%

Goldman Sachs Offshore V - Net (18.28%) (13.28%) (1.99%) 3.94% -

PIMCO Bravo II Fund - Net 4.63% 13.38% 10.22% - -

   Blmbg HY Corp 2% Issue 2.17% 12.69% 4.50% 6.90% 7.76%

Loomis Sayles - Gross 2.39% 13.48% 4.68% 7.93% 7.70%

Loomis Sayles - Net 2.27% 12.91% 4.16% 7.40% 7.33%

   Blmbg HY Corp 2% Issue 2.17% 12.69% 4.50% 6.90% 7.76%

(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.
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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 June 30,
2017. 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 June 30, 2017

Last Last Last
Last Last  3  5  10

Quarter Year Years Years Years
International Fixed Income

Gross 4.07% 1.15% (0.37%) 1.60% 5.06%
Net 3.97% 0.79% (0.74%) 1.24% 4.81%
   Wtd Avg Int’l FI Benchmark 3.55% (3.80%) (2.42%) (0.36%) 3.42%

Brandywine - Gross 4.18% 4.78% 1.39% 3.55% 6.61%
Brandywine - Net 4.09% 4.38% 1.00% 3.16% 6.42%
   Blmbg Global Aggregate 2.60% (2.18%) (0.35%) 0.78% 3.69%

UBS Global Asset Mgmt. - Gross 3.89% (3.69%) (2.44%) (0.55%) 3.16%
UBS Global Asset Mgmt. - Net 3.81% (4.01%) (2.78%) (0.87%) 2.86%
   Blended Benchmark(1) 3.55% (3.80%) (2.42%) (0.36%) 3.42%

Global Real Assets
Gross 3.31% 6.41% 8.05% 8.75% -
Net 3.17% 5.98% 7.60% 8.30% -
   Wtd Avg Global Real Assets Benchmark 1.23% 4.76% 6.57% 7.26% -

Global Real Estate
Gross 3.32% 9.65% 12.36% 12.96% 5.13%
Net 3.19% 9.13% 11.81% 12.43% 3.59%
   NCREIF Total Index 1.75% 6.97% 10.17% 10.49% 6.42%

Invesco Core Real Estate - Gross 1.88% 8.53% 11.91% 12.00% 5.41%
Invesco Core Real Estate - Net 1.79% 8.16% 11.52% 11.59% 4.98%
Invesco Fund II - Net 3.30% 22.72% 11.61% 14.46% -
Invesco Fund III - Net (2.76%) 11.58% 14.81% 15.89% -
Invesco Asia RE Feeder - Net 83.64% 982.41% 203.10% 97.81% -
Invesco Asia RE Fund III - Net 21.68% 21.25% - - -
Invesco Value Added Fd IV - Net 4.24% 8.07% - - -
JP Morgan - Gross 1.70% 8.05% 11.64% 12.91% 5.62%
JP Morgan - Net 1.48% 7.08% 10.52% 11.82% 4.54%
JP Morgan Alternative Fd - Net 2.17% 6.73% (9.88%) (2.58%) (5.72%)
JP Morgan China Property Fd - Net 34.91% 37.81% 23.20% 24.37% -
JPM Greater European Opp Fd - Net 8.96% (0.51%) 13.11% 4.86% -
   NCREIF Total Index 1.75% 6.97% 10.17% 10.49% 6.42%

Timber
Net (1.35%) (9.44%) (0.60%) 0.27% -

TIR Teredo (1.75%) (7.02%) 5.49% 5.75% 7.08%
TIR Springbank (1.24%) (10.13%) (3.20%) (2.37%) (1.86%)
   NCREIF Timberland Index 0.70% 3.35% 5.54% 7.16% 5.54%

Infrastructure
Gross 6.29% 9.73% 4.81% 7.20% -
Net 6.02% 9.21% 4.21% 6.52% -

JP Morgan Asian Infrastructure - Net 1.12% 35.48% 6.04% 8.92% -
JP Morgan IIF - Gross 6.87% 7.06% 4.38% 6.68% 3.63%
JP Morgan IIF - Net 6.48% 6.33% 3.47% 5.65% 2.41%
Grosvenor Cust. Infrastructure - Net 7.52% 8.70% 7.49% 8.94% -
Grosvenor Cust. Infrastructure II - Net 5.35% 3.28% - - -
   CPI-W 0.49% 1.50% 0.58% 1.11% 1.59%

Cash & Cash Equivalents - Net 0.24% 0.72% 0.36% 0.24% 0.36%
Cash Account - Net 0.25% 0.76% 0.37% 0.25% 0.35%
Bank of ND - Net 0.23% - - - -
    3-month Treasury Bill 0.20% 0.49% 0.23% 0.17% 0.58%

Total Fund
Gross 3.99% 13.26% 5.78% 9.48% 4.52%
Net 3.92% 12.96% 5.46% 9.14% 4.06%
   Target* 3.29% 11.74% 4.73% 8.20% 5.04%

* Current Quarter Target = 16.1% Russell 1000 Index, 16.0% MSCI World, 13.2% Blmbg Aggregate, 11.2% MSCI World ex
US, 10.5% NCREIF Total Index, 6.5% NDSIB PEN - Private Equity, 5.4% Blmbg Glob Agg ex USD, 5.0% CPI-W, 4.9%
Russell 2000 Index, 4.6% Blmbg HY 2% Iss Cap, 3.1% MSCI EM, 3.1% NCREIF Timberland Index and 0.4% 3-month Treasury
Bill.

(1) Citigroup Non-US Govt through 12/31/2009 and the Bloomberg Global Aggregate Index ex US thereafter.
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Actual vs Target Asset Allocation
As of June 30, 2017

The top left chart shows the Fund’s asset allocation as of June 30, 2017. 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.
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$000s Weight Percent $000s
Asset Class Actual Actual Target Difference Difference
Domestic Equity         631,278   22.7%   20.6%    2.1%          58,320
Domestic Fixed Income         502,620   18.1%   18.0%    0.1%           1,978
International Equity         447,370   16.1%   14.4%    1.7%          46,856
Intl Fixed Income         130,196    4.7%    5.0% (0.3%) (8,871)
Real Estate         311,147   11.2%   11.0%    0.2%           5,199
World Equity         468,680   16.9%   16.0%    0.9%          23,665
Private Equity          83,863    3.0%    7.0% (4.0%) (110,832)
Timber          68,943    2.5%    3.0% (0.5%) (14,498)
Infrastructure         126,764    4.6%    5.0% (0.4%) (12,304)
Cash & Equivalents          10,486    0.4%    0.0%    0.4%          10,486
Total       2,781,347  100.0%  100.0%

Asset Class Weights vs CAI Public Fund Sponsor Database
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10th Percentile 48.74 38.31 3.15 14.66 25.85 3.65 13.27 10.30 5.23
25th Percentile 43.15 31.94 1.72 10.84 23.01 0.00 7.74 0.00 2.29

Median 36.02 23.83 0.61 8.45 19.36 0.00 0.00 0.00 0.00
75th Percentile 29.66 18.84 0.00 0.00 15.39 0.00 0.00 0.00 0.00
90th Percentile 22.74 12.76 0.00 0.00 11.40 0.00 0.00 0.00 0.00

Fund 22.70 18.07 0.38 11.19 16.08 4.68 7.04 16.85 3.02

Target 20.60 18.00 0.00 11.00 14.40 5.00 8.00 16.00 7.00

% Group Invested 96.10% 97.40% 70.13% 70.13% 90.91% 13.64% 14.94% 12.99% 32.47%

* Current Quarter Target = 16.0% MSCI World, 15.8% Russell 1000 Index, 13.0% Blmbg Aggregate, 11.0% MSCI World ex US, 11.0% NCREIF Total Index,

7.0% NDSIB PERS - Private Equity, 5.0% CPI-W, 5.0% Blmbg HY 2% Iss Cap, 5.0% Blmbg Glob Agg ex USD, 4.8% Russell 2000 Index, 3.4% MSCI EM and

3.0% NCREIF Timberland Index.
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Quarterly Total Fund Relative Attribution - June 30, 2017

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 June 30, 2017

Effective Effective Total
Actual Target Actual Target Manager Asset Relative

Asset Class Weight Weight Return Return Effect Allocation Return

Domestic Equity 23% 21% 3.03% 2.94% 0.02% (0.01%) 0.01%
Domestic Fixed Income 18% 18% 2.41% 1.65% 0.14% (0.00%) 0.14%
Real Estate 11% 11% 3.32% 1.75% 0.17% (0.00%) 0.17%
Infrastructure 4% 5% 6.29% 0.49% 0.24% 0.03% 0.26%
Timber 3% 3% (1.35%) 0.70% (0.05%) 0.01% (0.04%)
International Equity 16% 14% 6.53% 5.78% 0.12% 0.04% 0.16%
International Fixed Inc. 5% 5% 4.06% 3.55% 0.02% (0.00%) 0.02%
World Equity 17% 16% 4.83% 4.03% 0.13% 0.00% 0.14%
Private Equity 3% 7% 7.70% 7.70% 0.00% (0.17%) (0.17%)
Cash & Equivalents 0% 0% 0.25% 0.25% 0.00% (0.01%) (0.01%)

Total = + +4.00% 3.33% 0.80% (0.12%) 0.68%

* Current Quarter Target = 16.0% MSCI World, 15.8% Russell 1000 Index, 13.0% Blmbg Aggregate, 11.0% MSCI World ex US, 11.0% NCREIF Total Index,

7.0% NDSIB PERS - Private Equity, 5.0% CPI-W, 5.0% Blmbg HY 2% Iss Cap, 5.0% Blmbg Glob Agg ex USD, 4.8% Russell 2000 Index, 3.4% MSCI EM and

3.0% NCREIF Timberland Index.
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Cumulative Total Fund Relative Attribution - June 30, 2017

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 23% 21% 17.38% 19.58% (0.47%) 0.11% (0.36%)
Domestic Fixed Income 18% 18% 6.53% 3.23% 0.62% 0.00% 0.63%
Real Estate 11% 11% 9.65% 6.97% 0.31% (0.04%) 0.27%
Infrastructure 4% 5% 9.73% 1.50% 0.37% 0.08% 0.45%
Timber 3% 3% (9.44%) 3.35% (0.42%) 0.07% (0.35%)
International Equity 16% 14% 21.37% 20.53% 0.13% 0.07% 0.20%
International Fixed Inc. 5% 5% 1.15% (3.80%) 0.27% (0.00%) 0.27%
World Equity 17% 16% 21.01% 18.20% 0.45% 0.04% 0.49%
Private Equity 3% 7% 11.12% 11.12% 0.00% (0.05%) (0.05%)
Cash & Equivalents 1% 0% 0.74% 0.70% 0.00% (0.06%) (0.06%)

Total = + +13.35% 11.87% 1.25% 0.23% 1.48%

* Current Quarter Target = 16.0% MSCI World, 15.8% Russell 1000 Index, 13.0% Blmbg Aggregate, 11.0% MSCI World ex US, 11.0% NCREIF Total Index,

7.0% NDSIB PERS - Private Equity, 5.0% CPI-W, 5.0% Blmbg HY 2% Iss Cap, 5.0% Blmbg Glob Agg ex USD, 4.8% Russell 2000 Index, 3.4% MSCI EM and

3.0% NCREIF Timberland Index.
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Cumulative Total Fund Relative Attribution - June 30, 2017

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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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

Domestic Equity 23% 21% 9.17% 8.92% 0.05% 0.04% 0.10%
Domestic Fixed Income 18% 17% 4.58% 3.06% 0.27% 0.00% 0.28%
Real Estate 11% 10% 12.44% 10.17% 0.23% (0.04%) 0.19%
Infrastructure 4% 5% 4.81% 0.58% 0.18% 0.03% 0.20%
Timber 3% 4% (0.60%) 5.54% (0.20%) (0.02%) (0.22%)
International Equity 15% 15% 2.95% 1.06% 0.29% (0.02%) 0.27%
International Fixed Inc. 5% 5% (0.37%) (2.42%) 0.10% 0.00% 0.10%
World Equity 16% 16% 5.79% 5.24% 0.09% 0.00% 0.09%
Private Equity 4% 6% (0.81%) (0.81%) 0.00% 0.05% 0.05%
Cash & Equivalents 1% 1% 0.37% 0.31% 0.00% (0.01%) (0.01%)

Total = + +5.81% 4.74% 1.02% 0.04% 1.07%

* Current Quarter Target = 16.0% MSCI World, 15.8% Russell 1000 Index, 13.0% Blmbg Aggregate, 11.0% MSCI World ex US, 11.0% NCREIF Total Index,

7.0% NDSIB PERS - Private Equity, 5.0% CPI-W, 5.0% Blmbg HY 2% Iss Cap, 5.0% Blmbg Glob Agg ex USD, 4.8% Russell 2000 Index, 3.4% MSCI EM and

3.0% NCREIF Timberland Index.
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Cumulative Total Fund Relative Attribution - June 30, 2017

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 23% 22% 15.08% 14.52% 0.12% 0.09% 0.21%
Domestic Fixed Income 18% 17% 5.82% 3.57% 0.41% (0.01%) 0.40%
Real Estate 10% 10% 13.00% 10.49% 0.25% (0.02%) 0.22%
Infrastructure 4% 5% 7.22% 1.11% 0.25% 0.07% 0.32%
Timber 4% 5% 0.27% 7.16% (0.29%) (0.01%) (0.30%)
Interntional Equity 15% 15% 9.43% 7.52% 0.28% (0.01%) 0.27%
International Fixed Inc. 5% 5% 1.60% (0.36%) 0.10% (0.00%) 0.10%
World Equity 15% 15% 11.31% 11.38% 0.05% (0.04%) 0.01%
Private Equity 4% 5% 1.59% 1.59% 0.00% 0.02% 0.02%
Cash & Equivalents 1% 1% 0.25% 0.22% 0.00% (0.01%) (0.01%)

Total = + +9.49% 8.25% 1.17% 0.07% 1.24%

* Current Quarter Target = 16.0% MSCI World, 15.8% Russell 1000 Index, 13.0% Blmbg Aggregate, 11.0% MSCI World ex US, 11.0% NCREIF Total Index,

7.0% NDSIB PERS - Private Equity, 5.0% CPI-W, 5.0% Blmbg HY 2% Iss Cap, 5.0% Blmbg Glob Agg ex USD, 4.8% Russell 2000 Index, 3.4% MSCI EM and

3.0% NCREIF Timberland Index.
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Cumulative Total Fund Relative Attribution - June 30, 2017

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.

Seven Year Annualized Relative Attribution Effects
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Domestic Equity 27% 26% 15.44% 15.23% 0.01% 0.10% 0.11%
Domestic Fixed Income 20% 19% 6.23% 4.63% 0.27% (0.03%) 0.24%
Real Estate 9% 9% 14.61% 11.58% 0.25% 0.01% 0.25%
Timber 4% 4% - - (0.26%) (0.03%) (0.30%)
Infrastructure 3% 4% - - 0.18% 0.08% 0.26%
Interntional Equity 16% 15% 8.43% 6.34% 0.32% (0.05%) 0.27%
International Fixed Inc. 5% 5% 3.95% 1.75% 0.12% (0.01%) 0.11%
World Equity 11% 11% - - 0.04% (0.03%) 0.00%
Private Equity 4% 5% 3.91% 3.91% 0.00% (0.03%) (0.03%)
Cash & Equivalents 1% 1% 0.21% 0.19% 0.00% (0.02%) (0.02%)

Total = + +9.75% 8.86% 0.91% (0.02%) 0.89%

* Current Quarter Target = 16.0% MSCI World, 15.8% Russell 1000 Index, 13.0% Blmbg Aggregate, 11.0% MSCI World ex US, 11.0% NCREIF Total Index,

7.0% NDSIB PERS - Private Equity, 5.0% CPI-W, 5.0% Blmbg HY 2% Iss Cap, 5.0% Blmbg Glob Agg ex USD, 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.
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* Current Quarter Target = 16.0% MSCI World, 15.8% Russell 1000 Index, 13.0% Blmbg Aggregate, 11.0% MSCI World ex US, 11.0% NCREIF Total Index,

7.0% NDSIB PERS - Private Equity, 5.0% CPI-W, 5.0% Blmbg HY 2% Iss Cap, 5.0% Blmbg Glob Agg ex USD, 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% Blmbg Aggregate, 11.0% MSCI World ex US, 11.0% NCREIF Total Index,

7.0% NDSIB PERS - Private Equity, 5.0% CPI-W, 5.0% Blmbg HY 2% Iss Cap, 5.0% Blmbg Glob Agg ex USD, 4.8% Russell 2000 Index, 3.4% MSCI EM and

3.0% NCREIF Timberland Index.
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Asset Class Risk and Return

The charts below show the seven 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 June 30, 2017. 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 3.49 12.30 5.54 8.94 9.52
75th Percentile 3.37 11.77 5.23 8.63 9.18
90th Percentile 3.19 11.19 4.68 8.18 8.86

Total Fund 4.00 13.35 5.81 9.49 9.75

Policy Target 3.33 11.87 4.74 8.25 8.86

* Current Quarter Target = 16.0% MSCI World, 15.8% Russell 1000 Index, 13.0% Blmbg Aggregate, 11.0% MSCI World ex US, 11.0% NCREIF Total Index,

7.0% NDSIB PERS - Private Equity, 5.0% CPI-W, 5.0% Blmbg HY 2% Iss Cap, 5.0% Blmbg Glob Agg ex USD, 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% Blmbg Aggregate, 11.0% MSCI World ex US, 11.0% NCREIF Total Index,

7.0% NDSIB PERS - Private Equity, 5.0% CPI-W, 5.0% Blmbg HY 2% Iss Cap, 5.0% Blmbg Glob Agg ex USD, 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 June 30, 2017, with the
distribution as of March 31, 2017. 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

June 30, 2017 March 31, 2017

Market Value Weight Net New Inv. Inv. Return Market Value Weight
GLOBAL EQUITY $1,631,190,921 58.65% $(12,153,247) $74,222,991 $1,569,121,178 58.66%

Domestic Equity $631,277,502 22.70% $(6,609,511) $18,782,920 $619,104,093 23.14%
Large Cap 479,066,241 17.22% (6,365,156) 14,240,466 471,190,931 17.61%
Small Cap 152,211,261 5.47% (244,355) 4,542,455 147,913,162 5.53%

International Equity $447,370,457 16.08% $(5,449,971) $27,777,639 $425,042,789 15.89%
Developed Intl Equity 329,244,317 11.84% (3,649,971) 20,993,261 311,901,027 11.66%
Emerging Markets 118,126,139 4.25% (1,800,000) 6,784,378 113,141,762 4.23%

World Equity $468,680,340 16.85% $(37,663) $21,613,291 $447,104,711 16.71%

Private Equity $83,862,623 3.02% $(56,102) $6,049,140 $77,869,585 2.91%

GLOBAL FIXED INCOME $632,816,497 22.75% $(1,417,328) $16,919,646 $617,314,180 23.08%

Domestic Fixed Income $502,620,244 18.07% $(1,288,857) $11,830,531 $492,078,570 18.40%
Inv. Grade Fixed Income 359,796,107 12.94% (514,777) 8,019,552 352,291,332 13.17%
Below Inv. Grade Fixed Income 142,824,137 5.14% (774,081) 3,810,979 139,787,238 5.23%

International Fixed Income $130,196,253 4.68% $(128,471) $5,089,114 $125,235,610 4.68%

GLOBAL REAL ASSETS $506,853,480 18.22% $10,284,400 $15,815,993 $480,753,087 17.97%
Real Estate 311,147,233 11.19% 1,592,603 9,851,031 299,703,599 11.20%
Timber 68,942,678 2.48% (652,614) (949,432) 70,544,724 2.64%
Infrastructure 126,763,569 4.56% 9,344,411 6,914,395 110,504,763 4.13%

Cash & Equivalents $10,486,155 0.38% $2,662,685 $26,761 $7,796,709 0.29%

Securities Lending Income $0 0.00% $(73,054) $73,054 - -

Total Fund $2,781,347,053 100.0% $(696,544) $107,058,444 $2,674,985,154 100.0%

PLEASE REFER TO PAGES 30-32 FOR INVESTMENT MANAGER LEVEL ASSET ALLOCATION.

 50
NDSIB - Public Employees Retirement System



Investment Manager Returns

The table below details the rates of return for the Fund’s investment managers over various time periods ended June 30,
2017. 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 June 30, 2017

Last Last Last
Last Last  3  5  7

Quarter Year Years Years Years

Global Equity
Gross 4.73% 19.13% 5.96% 11.60% -
Net 4.68% 18.85% 5.64% 11.27% -
   Wtd Avg Global Equity Benchmark 4.55% 18.77% 4.99% 10.66% -

Domestic Equity
Gross 3.03% 17.38% 9.17% 15.08% 15.44%
Net 3.00% 17.10% 8.98% 14.86% 15.19%
   Wtd Avg Domestci Equity Benchmark 2.94% 19.58% 8.92% 14.52% 15.23%

Large Cap Equity
Gross 3.02% 16.37% 10.05% 15.50% 15.75%
Net 3.00% 16.20% 9.90% 15.31% 15.50%
   Benchmark(1) 3.06% 18.03% 9.26% 14.67% 15.42%

Small Cap Equity
Gross 3.07% 20.74% 5.95% 13.50% 14.32%
Net 2.99% 20.08% 5.62% 13.17% 14.03%
   Russell 2000 Index 2.46% 24.60% 7.36% 13.70% 14.35%

International Equity
Gross 6.53% 21.37% 2.95% 9.43% 8.43%
Net 6.50% 21.18% 2.77% 9.17% 8.12%
   Wtd Avg Intl Equity Benchmark 5.78% 20.53% 1.06% 7.52% 6.34%

Developed Intl Equity
Gross 6.73% 21.30% 2.76% 10.59% 9.06%
Net 6.68% 21.05% 2.52% 10.31% 8.75%
   Benchmark(2) 5.63% 19.49% 0.93% 8.55% 6.99%

Emerging Markets
Gross 6.00% 21.55% 3.03% 5.18% 5.94%
Net 6.00% 21.55% 3.02% 4.98% 5.64%
   Benchmark(3) 6.27% 23.75% 1.07% 3.96% 3.91%

World Equity
Gross 4.83% 21.01% 5.79% 11.31% -
Net 4.75% 20.57% 5.10% 10.61% -
   MSCI World Index 4.03% 18.20% 5.24% 11.38% 11.38%

Private Equity
Net 7.70% 11.12% (0.82%) 1.55% 3.83%

(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; 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 33-37 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 June 30,
2017. 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 June 30, 2017

Last Last Last
Last Last  3  5  7

Quarter Year Years Years Years

Global Fixed Income
Gross 2.74% 5.27% 3.54% 4.90% -

Net 2.68% 5.02% 3.28% 4.65% -

   Wtd Avg Global Fixed Income Benchmark 2.09% 1.73% 1.86% 2.71% -

Domestic Fixed Income
Gross 2.41% 6.53% 4.58% 5.82% 6.23%

Net 2.35% 6.30% 4.36% 5.61% 5.98%

   Wtd Avg Domestic FI Benchmark 1.65% 3.23% 3.06% 3.57% 4.63%

Inv. Grade Fixed Income
Gross 2.28% 3.79% 4.20% 4.67% 5.10%

Net 2.24% 3.65% 4.06% 4.55% 4.93%

   Blmbg Aggregate Index 1.45% (0.31%) 2.48% 2.21% 3.19%

Below Inv. Grade Fixed Income
Gross 2.73% 13.30% 5.36% 8.66% 9.21%

Net 2.64% 12.86% 4.93% 8.20% 8.77%

   Blmbg HY Corp 2% Issue 2.17% 12.69% 4.50% 6.90% 8.14%

International Fixed Income
Gross 4.06% 1.15% (0.37%) 1.60% 3.95%

Net 3.97% 0.79% (0.74%) 1.23% 3.58%

   Wtd Avg Intl Fixed Income Benchmark 3.55% (3.80%) (2.42%) (0.36%) 1.75%

Global Real Assets
Gross 3.32% 6.59% 8.19% 8.83% -

Net 3.18% 6.16% 7.73% 8.38% -

   Wtd Avg Global Real Assets Benchmark 1.17% 4.67% 6.55% 7.25% -

Real Estate
Gross 3.32% 9.65% 12.44% 13.00% 14.61%

Net 3.19% 9.13% 11.88% 12.46% 14.05%

   NCREIF Total Index 1.75% 6.97% 10.17% 10.49% 11.58%

Timber
Net (1.35%) (9.44%) (0.60%) 0.27% -

   NCREIF Timberland Index 0.70% 3.35% 5.54% 7.16% 5.31%

Infrastructure
Gross 6.29% 9.73% 4.81% 7.22% -

Net 6.02% 9.21% 4.21% 6.52% -

   CPI-W 0.49% 1.50% 0.58% 1.11% 1.59%

Cash & Equivalents - Net 0.25% 0.74% 0.37% 0.25% 0.21%
3-month Treasury Bill 0.20% 0.49% 0.23% 0.17% 0.15%

Total Fund
Gross 4.00% 13.35% 5.81% 9.49% 9.75%

Net 3.93% 13.05% 5.48% 9.16% 9.41%

   Target* 3.33% 11.87% 4.74% 8.25% 8.86%

* Current Quarter Target = 16.0% MSCI World, 15.8% Russell 1000 Index, 13.0% Blmbg Aggregate, 11.0% MSCI World ex

US, 11.0% NCREIF Total Index, 7.0% NDSIB PERS - Private Equity, 5.0% CPI-W, 5.0% Blmbg HY 2% Iss Cap, 5.0% Blmbg

Glob Agg ex USD, 4.8% Russell 2000 Index, 3.4% MSCI EM and 3.0% NCREIF Timberland Index.

PLEASE REFER TO PAGES 33-37 FOR INVESTMENT MANAGER LEVEL RETURNS.
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Actual vs Target Asset Allocation
As of June 30, 2017

The top left chart shows the Fund’s asset allocation as of June 30, 2017. 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.
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$000s Weight Percent $000s
Asset Class Actual Actual Target Difference Difference
Domestic Equity         521,098   22.5%   21.4%    1.1%          25,000
Domestic Fixed Income         405,007   17.5%   17.0%    0.5%          10,910
International Equity         368,270   15.9%   14.6%    1.3%          29,811
Intl Fixed Income         121,141    5.2%    6.0% (0.8%) (17,952)
Real Estate         237,904   10.3%   10.0%    0.3%           6,083
World Equity         388,563   16.8%   16.0%    0.8%          17,649
Private Equity          76,976    3.3%    6.0% (2.7%) (62,117)
Timber          61,610    2.7%    3.0% (0.3%) (7,937)
Infrastructure         110,391    4.8%    5.0% (0.2%) (5,520)
Cash & Equivalents          27,255    1.2%    1.0%    0.2%           4,072
Total       2,318,214  100.0%  100.0%

Asset Class Weights vs CAI Public Fund Sponsor Database
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(69)(78)

(5)(3) (26)(23)

(7)(7)

(20)
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10th Percentile 48.74 38.31 3.15 14.66 25.85 3.65 13.27 10.30 5.23
25th Percentile 43.15 31.94 1.72 10.84 23.01 0.00 7.74 0.00 2.29

Median 36.02 23.83 0.61 8.45 19.36 0.00 0.00 0.00 0.00
75th Percentile 29.66 18.84 0.00 0.00 15.39 0.00 0.00 0.00 0.00
90th Percentile 22.74 12.76 0.00 0.00 11.40 0.00 0.00 0.00 0.00

Fund 22.48 17.47 1.18 10.26 15.89 5.23 7.42 16.76 3.32

Target 21.40 17.00 1.00 10.00 14.60 6.00 8.00 16.00 6.00

% Group Invested 96.10% 97.40% 70.13% 70.13% 90.91% 13.64% 14.94% 12.99% 32.47%

* Current Quarter Target = 16.6% Russell 1000 Index, 16.0% MSCI World, 13.0% Blmbg Aggregate, 11.8% MSCI World ex US, 10.0% NCREIF Total Index,

6.0% Blmbg Glob Agg ex USD, 6.0% NDSIB TFFR - Private Equity, 5.0% CPI-W, 4.8% Russell 2000 Index, 4.0% Blmbg HY 2% Iss Cap, 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 - June 30, 2017

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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Actual vs Target Returns
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(0.4%) (0.2%) 0.0% 0.2% 0.4% 0.6% 0.8% 1.0%

Manager Effect Asset Allocation Total

Relative Attribution Effects for Quarter ended June 30, 2017

Effective Effective Total
Actual Target Actual Target Manager Asset Relative

Asset Class Weight Weight Return Return Effect Allocation Return

Domestic Equity 23% 21% 3.03% 2.94% 0.02% (0.01%) 0.01%
Domestic Fixed Income 18% 17% 2.40% 1.62% 0.14% (0.01%) 0.13%
Real Estate 10% 10% 3.32% 1.75% 0.16% (0.00%) 0.16%
Infrastructure 4% 5% 6.29% 0.49% 0.26% 0.02% 0.28%
Timber 3% 3% (1.35%) 0.70% (0.06%) 0.01% (0.05%)
International Equity 16% 15% 6.57% 5.75% 0.13% 0.03% 0.16%
International Fixed Inc. 5% 6% 4.06% 3.55% 0.03% (0.00%) 0.02%
World Equity 17% 16% 4.83% 4.03% 0.13% 0.00% 0.14%
Private Equity 3% 6% 7.70% 7.70% 0.00% (0.12%) (0.12%)
Cash & Equivalents 1% 1% 0.25% 0.20% 0.00% 0.00% 0.00%

Total = + +4.00% 3.28% 0.81% (0.08%) 0.72%

* Current Quarter Target = 16.6% Russell 1000 Index, 16.0% MSCI World, 13.0% Blmbg Aggregate, 11.8% MSCI World ex US, 10.0% NCREIF Total Index,

6.0% Blmbg Glob Agg ex USD, 6.0% NDSIB TFFR - Private Equity, 5.0% CPI-W, 4.8% Russell 2000 Index, 4.0% Blmbg HY 2% Iss Cap, 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 - June 30, 2017

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% 1% 2%

Domestic Equity

Domestic Fixed Income

Real Estate

Infrastructure

Timber

International Equity

International Fixed Inc.

World Equity

Private Equity

Cash & Equivalents

Total

Manager Effect Asset Allocation Total

Cumulative Relative Attribution Effects

0.0%

0.2%

0.4%

0.6%

0.8%

1.0%

1.2%

1.4%

1.6%

1.8%

2016 2017
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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% 17.35% 19.56% (0.48%) 0.08% (0.40%)
Domestic Fixed Income 17% 17% 6.24% 2.62% 0.67% (0.04%) 0.63%
Real Estate 10% 10% 9.65% 6.97% 0.29% (0.01%) 0.28%
Infrastructure 4% 5% 9.73% 1.50% 0.39% 0.05% 0.45%
Timber 3% 3% (9.44%) 3.35% (0.45%) 0.00% (0.45%)
International Equity 16% 15% 21.37% 20.33% 0.17% 0.07% 0.24%
International Fixed Inc. 5% 6% 1.15% (3.80%) 0.30% 0.06% 0.36%
World Equity 17% 16% 21.01% 18.20% 0.44% 0.03% 0.48%
Private Equity 3% 6% 11.12% 11.12% 0.00% (0.00%) (0.00%)
Cash & Equivalents 1% 1% 0.74% 0.49% 0.00% 0.01% 0.01%

Total = + +13.22% 11.63% 1.33% 0.26% 1.59%

* Current Quarter Target = 16.6% Russell 1000 Index, 16.0% MSCI World, 13.0% Blmbg Aggregate, 11.8% MSCI World ex US, 10.0% NCREIF Total Index,

6.0% Blmbg Glob Agg ex USD, 6.0% NDSIB TFFR - Private Equity, 5.0% CPI-W, 4.8% Russell 2000 Index, 4.0% Blmbg HY 2% Iss Cap, 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 - June 30, 2017

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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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

Domestic Equity 23% 21% 9.16% 8.91% 0.05% 0.04% 0.09%
Domestic Fixed Income 18% 17% 4.48% 2.88% 0.28% (0.01%) 0.27%
Real Estate 10% 10% 12.44% 10.17% 0.22% (0.01%) 0.21%
Infrastructure 4% 5% 4.81% 0.58% 0.19% 0.02% 0.21%
Timber 4% 4% (0.60%) 5.54% (0.21%) (0.04%) (0.25%)
International Equity 15% 15% 2.94% 1.04% 0.30% (0.02%) 0.28%
International Fixed Inc. 5% 5% (0.37%) (2.42%) 0.11% 0.01% 0.12%
World Equity 16% 16% 5.79% 5.24% 0.09% (0.00%) 0.09%
Private Equity 4% 5% (0.81%) (0.81%) 0.00% 0.05% 0.05%
Cash & Equivalents 1% 1% 0.37% 0.23% 0.00% 0.01% 0.02%

Total = + +5.76% 4.69% 1.03% 0.05% 1.08%

* Current Quarter Target = 16.6% Russell 1000 Index, 16.0% MSCI World, 13.0% Blmbg Aggregate, 11.8% MSCI World ex US, 10.0% NCREIF Total Index,

6.0% Blmbg Glob Agg ex USD, 6.0% NDSIB TFFR - Private Equity, 5.0% CPI-W, 4.8% Russell 2000 Index, 4.0% Blmbg HY 2% Iss Cap, 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 - June 30, 2017

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 23% 22% 15.07% 14.51% 0.12% 0.09% 0.21%
Domestic Fixed Income 18% 17% 5.77% 3.46% 0.41% (0.01%) 0.40%
Real Estate 10% 10% 13.00% 10.49% 0.24% (0.00%) 0.24%
Infrastructure 4% 5% 7.22% 1.11% 0.25% 0.07% 0.32%
Timber 4% 5% 0.27% 7.16% (0.30%) (0.02%) (0.32%)
International Equity 15% 15% 9.67% 7.73% 0.29% (0.01%) 0.28%
International Fixed Inc. 5% 5% 1.60% (0.36%) 0.11% (0.00%) 0.11%
World Equity 15% 15% 11.31% 11.38% 0.05% (0.05%) 0.00%
Private Equity 4% 5% 1.59% 1.59% 0.00% 0.01% 0.01%
Cash & Equivalents 1% 1% 0.25% 0.17% 0.00% 0.01% 0.01%

Total = + +9.51% 8.25% 1.19% 0.08% 1.27%

* Current Quarter Target = 16.6% Russell 1000 Index, 16.0% MSCI World, 13.0% Blmbg Aggregate, 11.8% MSCI World ex US, 10.0% NCREIF Total Index,

6.0% Blmbg Glob Agg ex USD, 6.0% NDSIB TFFR - Private Equity, 5.0% CPI-W, 4.8% Russell 2000 Index, 4.0% Blmbg HY 2% Iss Cap, 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 - June 30, 2017

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.

Seven 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% 15.44% 15.22% 0.02% 0.09% 0.10%
Domestic Fixed Income 18% 17% 6.20% 4.57% 0.28% (0.02%) 0.26%
Real Estate 10% 10% 14.61% 11.58% 0.29% 0.02% 0.31%
Timber 4% 4% - - (0.26%) (0.00%) (0.27%)
Infrastructure 3% 4% - - 0.19% 0.10% 0.28%
International Equity 17% 17% 8.57% 6.48% 0.38% (0.02%) 0.36%
International Fixed Inc. 5% 5% 3.95% 1.75% 0.12% (0.01%) 0.12%
World Equity 11% 11% - - 0.04% (0.03%) 0.00%
Private Equity 5% 5% 3.93% 3.93% 0.00% (0.02%) (0.02%)
Cash & Equivalents 1% 1% 0.21% 0.15% 0.00% (0.00%) (0.00%)

Total = + +9.97% 8.82% 1.05% 0.11% 1.16%

* Current Quarter Target = 16.6% Russell 1000 Index, 16.0% MSCI World, 13.0% Blmbg Aggregate, 11.8% MSCI World ex US, 10.0% NCREIF Total Index,

6.0% Blmbg Glob Agg ex USD, 6.0% NDSIB TFFR - Private Equity, 5.0% CPI-W, 4.8% Russell 2000 Index, 4.0% Blmbg HY 2% Iss Cap, 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.
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* Current Quarter Target = 16.6% Russell 1000 Index, 16.0% MSCI World, 13.0% Blmbg Aggregate, 11.8% MSCI World ex US, 10.0% NCREIF Total Index,

6.0% Blmbg Glob Agg ex USD, 6.0% NDSIB TFFR - Private Equity, 5.0% CPI-W, 4.8% Russell 2000 Index, 4.0% Blmbg HY 2% Iss Cap, 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% Blmbg Aggregate, 11.8% MSCI World ex US, 10.0% NCREIF Total Index,

6.0% Blmbg Glob Agg ex USD, 6.0% NDSIB TFFR - Private Equity, 5.0% CPI-W, 4.8% Russell 2000 Index, 4.0% Blmbg HY 2% Iss Cap, 3.0% NCREIF

Timberland Index, 2.8% MSCI EM and 1.0% 3-month Treasury Bill.
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Asset Class Risk and Return

The charts below show the seven 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 June 30, 2017. 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 3.61 12.64 5.57 8.98 9.57
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Total Fund 4.00 13.22 5.76 9.51 9.97

Policy Target 3.28 11.63 4.69 8.25 8.82

* Current Quarter Target = 16.6% Russell 1000 Index, 16.0% MSCI World, 13.0% Blmbg Aggregate, 11.8% MSCI World ex US, 10.0% NCREIF Total Index,

6.0% Blmbg Glob Agg ex USD, 6.0% NDSIB TFFR - Private Equity, 5.0% CPI-W, 4.8% Russell 2000 Index, 4.0% Blmbg HY 2% Iss Cap, 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.

Total Asset Class Performance
One Year Ended June 30, 2017
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10th Percentile 21.07 4.91 26.36 8.96 8.76 1.77
25th Percentile 19.81 3.52 23.38 7.97 8.58 0.70

Median 18.90 1.48 20.90 2.81 6.63 0.42
75th Percentile 18.07 0.08 19.59 (0.09) 4.66 0.35
90th Percentile 16.63 (0.38) 17.47 (3.61) 2.54 0.33

Asset Class Composite 17.35 6.24 21.37 1.15 9.65 0.74

Composite Benchmark 19.56 2.62 20.33 (3.80) 4.82 0.49
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Ranking
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Total Asset Class Performance
Seven Years Ended June 30, 2017
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10th Percentile 15.66 5.67 9.25 5.81 14.30 0.77
25th Percentile 15.45 4.71 8.68 4.87 13.54 0.56

Median 15.08 3.94 8.00 3.81 12.83 0.22
75th Percentile 14.61 2.95 7.07 2.45 11.87 0.19
90th Percentile 13.90 2.26 5.85 0.70 11.08 0.17

Asset Class Composite 15.44 6.20 8.57 3.95 14.61 0.21

Composite Benchmark 15.22 4.57 6.48 1.75 8.73 0.15

Weighted
Ranking
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* Current Quarter Target = 16.6% Russell 1000 Index, 16.0% MSCI World, 13.0% Blmbg Aggregate, 11.8% MSCI World ex US, 10.0% NCREIF Total Index,

6.0% Blmbg Glob Agg ex USD, 6.0% NDSIB TFFR - Private Equity, 5.0% CPI-W, 4.8% Russell 2000 Index, 4.0% Blmbg HY 2% Iss Cap, 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 June 30, 2017, with the
distribution as of March 31, 2017. 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

June 30, 2017 March 31, 2017

Market Value Weight Net New Inv. Inv. Return Market Value Weight
GLOBAL EQUITY $1,354,907,880 58.45% $(21,224,026) $62,421,822 $1,313,710,084 58.81%

Domestic Equity $521,098,201 22.48% $(11,582,967) $15,683,417 $516,997,751 23.15%
Large Cap 397,798,517 17.16% (11,386,283) 12,003,389 397,181,411 17.78%
Small Cap 123,299,684 5.32% (196,684) 3,680,027 119,816,340 5.36%

International Equity $368,269,961 15.89% $(9,091,061) $23,247,965 $354,113,057 15.85%
Developed Intl Equity 287,498,117 12.40% (6,141,061) 18,511,090 275,128,088 12.32%
Emerging Markets 80,771,844 3.48% (2,950,000) 4,736,875 78,984,969 3.54%

World Equity $388,563,403 16.76% $(498,473) $17,937,990 $371,123,886 16.61%

Private Equity $76,976,315 3.32% $(51,525) $5,552,450 $71,475,390 3.20%

GLOBAL FIXED INCOME $526,147,328 22.70% $(1,109,980) $14,230,225 $513,027,083 22.97%

Fixed Income Comp $405,006,821 17.47% $(939,185) $9,493,579 $396,452,428 17.75%
Investment Grade Fixed 298,944,157 12.90% (402,417) 6,663,497 292,683,077 13.10%
Below Inv. Grade Fixed Income 106,062,664 4.58% (536,768) 2,830,081 103,769,351 4.65%

International Fixed Income $121,140,506 5.23% $(170,795) $4,736,646 $116,574,655 5.22%

GLOBAL REAL ASSETS $409,904,597 17.68% $8,683,595 $12,705,639 $388,515,364 17.39%
Real Estate 237,904,250 10.26% 1,177,757 7,529,989 229,196,503 10.26%
Timber 61,609,798 2.66% (583,201) (848,449) 63,041,448 2.82%
Infrastructure 110,390,549 4.76% 8,089,038 6,024,098 96,277,413 4.31%

Cash & Equivalents $27,254,525 1.18% $8,766,629 $63,246 $18,424,650 0.82%

Securities Lending Income $0 0.00% $(59,807) $59,807 - -

Total Fund $2,318,214,330 100.0% $(4,943,590) $89,480,739 $2,233,677,181 100.0%

PLEASE REFER TO PAGES 30-32 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 June 30,
2017. 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 June 30, 2017

Last Last Last
Last Last  3  5  7

Quarter Year Years Years Years

Global Equity
Gross 4.75% 19.10% 5.91% 11.63% -
Net 4.70% 18.81% 5.60% 11.29% -
   Wtd Avg Global Equity Benchmark 4.44% 18.58% 4.95% 10.71% -

Domestic Equity
Gross 3.03% 17.35% 9.16% 15.07% 15.44%
Net 3.00% 17.07% 8.97% 14.85% 15.19%
   Wtd Avg Domestic Equity Benchmark 2.94% 19.56% 8.91% 14.51% 15.22%

Large Cap Equity
Gross 3.02% 16.37% 10.05% 15.48% 15.73%
Net 3.00% 16.20% 9.90% 15.29% 15.49%
   Benchmark(1) 3.06% 18.03% 9.26% 14.67% 15.42%

Small Cap Equity
Gross 3.07% 20.74% 5.95% 13.50% 14.34%
Net 2.99% 20.08% 5.62% 13.17% 14.05%
   Russell 2000 Index 2.46% 24.60% 7.36% 13.70% 14.35%

International Equity
Gross 6.57% 21.37% 2.94% 9.67% 8.57%
Net 6.53% 21.17% 2.74% 9.40% 8.26%
   Wtd Avg Intl Equity Benchmark 5.75% 20.33% 1.04% 7.73% 6.48%

Developed Intl Equity
Gross 6.73% 21.30% 2.76% 10.59% 9.11%
Net 6.68% 21.05% 2.52% 10.31% 8.80%
   Benchmark(2) 5.63% 19.49% 0.93% 8.55% 6.99%

Emerging Markets
Gross 6.00% 21.55% 3.03% 5.18% 5.90%
Net 6.00% 21.55% 3.02% 4.98% 5.61%
   Benchmark(3) 6.27% 23.75% 1.07% 3.96% 3.91%

World Equity
Gross 4.83% 21.01% 5.79% 11.31% -
Net 4.75% 20.57% 5.10% 10.61% -
   MSCI World Index 4.03% 18.20% 5.24% 11.38% 11.38%

Private Equity
Net 7.70% 11.12% (0.82%) 1.56% 3.86%

(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; 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 33-37 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 June 30,
2017. 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 June 30, 2017

Last Last Last
Last Last  3  5  7

Quarter Year Years Years Years

Global Fixed Income
Gross 2.77% 4.93% 3.39% 4.82% -

Net 2.72% 4.68% 3.14% 4.57% -

   Wtd Avg Global Fixed Inc. Benchmark 2.12% 0.94% 1.64% 2.58% -

Domestic Fixed Income
Gross 2.40% 6.24% 4.48% 5.77% 6.20%

Net 2.35% 6.02% 4.25% 5.55% 6.06%

   Wtd Avg Domestic FI Benchmark 1.62% 2.62% 2.88% 3.46% 4.57%

Inv. Grade Fixed Income
Gross 2.28% 3.79% 4.20% 4.67% 5.11%

Net 2.24% 3.65% 4.06% 4.55% 4.94%

   Blmbg Aggregate Index 1.45% (0.31%) 2.48% 2.21% 3.19%

Below Inv. Grade Fixed Income
Gross 2.73% 13.30% 5.37% 8.66% 9.20%

Net 2.64% 12.86% 4.93% 8.20% 8.76%

   Blmbg HY Corp 2% Issue 2.17% 12.69% 4.50% 6.90% 8.14%

International Fixed Income
Gross 4.06% 1.15% (0.37%) 1.60% 3.95%

Net 3.97% 0.79% (0.74%) 1.24% 3.59%

   Wtd Avg Intl Fixed Income Benchmark 3.55% (3.80%) (2.42%) (0.36%) 1.75%

Global Real Assets
Gross 3.30% 6.20% 8.02% 8.74% -

Net 3.16% 5.78% 7.56% 8.29% -

   Wtd Avg Global Real Assets Benchmark 1.22% 4.82% 6.61% 7.29% -

Real Estate
Gross 3.32% 9.65% 12.44% 13.00% 14.61%

Net 3.19% 9.13% 11.88% 12.46% 14.04%

   NCREIF Total Index 1.75% 6.97% 10.17% 10.49% 11.58%

Timber
Net (1.35%) (9.44%) (0.60%) 0.27% -

   NCREIF Timberland Index 0.70% 3.35% 5.54% 7.16% 5.31%

Infrastructure
Gross 6.29% 9.73% 4.81% 7.22% -

Net 6.02% 9.21% 4.21% 6.52% -

   CPI-W 0.49% 1.50% 0.58% 1.11% 1.59%

Cash & Equivalents - Net 0.25% 0.74% 0.37% 0.25% 0.21%
3-month Treasury Bill 0.20% 0.49% 0.23% 0.17% 0.15%

Total Fund
Gross 4.00% 13.22% 5.76% 9.51% 9.97%

Net 3.94% 12.92% 5.44% 9.18% 9.63%

   Target* 3.28% 11.63% 4.69% 8.25% 8.82%

* Current Quarter Target = 16.6% Russell 1000 Index, 16.0% MSCI World, 13.0% Blmbg Aggregate, 11.8% MSCI World ex

US, 10.0% NCREIF Total Index, 6.0% Blmbg Glob Agg ex USD, 6.0% NDSIB TFFR - Private Equity, 5.0% CPI-W, 4.8%

Russell 2000 Index, 4.0% Blmbg HY 2% Iss Cap, 3.0% NCREIF Timberland Index, 2.8% MSCI EM and 1.0% 3-month Treasury

Bill.

PLEASE REFER TO PAGES 33-37 FOR INVESTMENT MANAGER LEVEL RETURNS.
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Domestic Equity
Period Ended June 30, 2017

Quarterly Summary and Highlights
Domestic Equity’s portfolio posted a 3.04% return for the
quarter placing it in the 45 percentile of the Pub Pln-
Domestic Equity group for the quarter and in the 83
percentile for the last year.

Domestic Equity’s portfolio outperformed the Russell 1000
Index by 0.10% for the quarter and underperformed the
Russell 1000 Index for the year by 2.21%.

Quarterly Asset Growth

Beginning Market Value $1,175,451,410

Net New Investment $-17,454,545

Investment Gains/(Losses) $35,662,353

Ending Market Value $1,193,659,217

Performance vs Pub Pln- Domestic Equity (Gross)
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10th Percentile 3.65 21.07 10.64 9.51 15.10 7.79
25th Percentile 3.23 19.81 10.04 9.18 14.74 7.54

Median 2.98 18.90 9.37 8.78 14.40 7.21
75th Percentile 2.74 18.07 8.56 8.09 13.96 6.92
90th Percentile 2.43 16.63 7.41 6.93 13.05 6.29

Domestic Equity 3.04 17.39 9.42 9.16 15.13 5.96

Russell 1000 Index 2.94 19.61 9.74 8.91 14.51 7.19

Relative Return vs Russell 1000 Index
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L.A. Capital
Period Ended June 30, 2017

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 3.68% return for the quarter
placing it in the 91 percentile of the CAI Large Cap Growth
group for the quarter and in the 91 percentile for the last
year.

L.A. Capital’s portfolio underperformed the Russell 1000
Growth Index by 0.99% for the quarter and underperformed
the Russell 1000 Growth Index for the year by 4.53%.

Quarterly Asset Growth

Beginning Market Value $344,266,846

Net New Investment $-12,175,536

Investment Gains/(Losses) $12,710,186

Ending Market Value $344,801,496

Performance vs CAI Large Cap Growth (Gross)
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10th Percentile 7.85 26.43 12.56 13.09 17.23 10.34 10.46
25th Percentile 6.31 23.03 10.99 11.50 15.98 9.43 9.54

Median 5.25 20.68 9.97 10.45 14.91 8.92 8.92
75th Percentile 4.58 18.06 8.41 9.03 14.03 7.89 8.56
90th Percentile 3.84 16.08 6.59 8.02 12.99 7.05 7.76

L.A. Capital 3.68 15.90 10.40 11.18 15.50 8.66 9.70

Russell 1000
Growth Index 4.67 20.42 11.38 11.11 15.30 8.91 8.74

Relative Return vs Russell 1000 Growth Index
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L.A. Capital Management Enhanced Index
Period Ended June 30, 2017

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 2.45% return for
the quarter placing it in the 69 percentile of the CAI Large
Cap Core group for the quarter and in the 84 percentile for
the last year.

LACM Enhanced Index’s portfolio underperformed the
Russell 1000 Index by 0.62% for the quarter and
underperformed the Russell 1000 Index for the year by
2.47%.

Quarterly Asset Growth

Beginning Market Value $195,695,452

Net New Investment $-52,687

Investment Gains/(Losses) $4,784,680

Ending Market Value $200,427,445

Performance vs CAI Large Cap Core (Gross)

0%

5%

10%

15%

20%

25%

30%

Last Quarter Fiscal Year Last 2 Years Last 3 Years Last 5 Years Last 10 Years Last 16-3/4
Years

(69)(36)

(84)

(55)

(25)(30) (27)(47)

(39)(47)

(29)(56)
(48)(89)

10th Percentile 4.30 23.56 11.95 10.58 16.11 8.54 7.53
25th Percentile 3.43 21.29 10.70 10.03 15.45 8.01 6.85

Median 2.90 18.62 9.62 9.13 14.52 7.53 5.99
75th Percentile 2.31 16.36 8.19 7.94 13.63 6.76 5.68
90th Percentile 1.57 14.26 6.39 6.89 12.78 6.34 5.20

LACM
Enhanced Index 2.45 15.56 10.69 9.88 14.96 7.89 6.10

Russell 1000 Index 3.06 18.03 10.22 9.26 14.67 7.29 5.36

Relative Return vs Russell 1000 Index
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Northern Trust AM Enh S&P500
Period Ended June 30, 2017

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 2.11%
return for the quarter placing it in the 81 percentile of the CAI
Large Cap Core group for the quarter and in the 72
percentile for the last year.

Northern Trust AM Enh S&P500’s portfolio underperformed
the S&P 500 Index by 0.97% for the quarter and
underperformed the S&P 500 Index for the year by 1.39%.

Quarterly Asset Growth

Beginning Market Value $163,853,565

Net New Investment $0

Investment Gains/(Losses) $3,464,944

Ending Market Value $167,318,509

Performance vs CAI Large Cap Core (Gross)
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10th Percentile 4.30 23.56 11.95 10.58 16.11 8.54 7.53
25th Percentile 3.43 21.29 10.70 10.03 15.45 8.01 6.85

Median 2.90 18.62 9.62 9.13 14.52 7.53 5.99
75th Percentile 2.31 16.36 8.19 7.94 13.63 6.76 5.68
90th Percentile 1.57 14.26 6.39 6.89 12.78 6.34 5.20

Northern Trust
AM Enh S&P500 2.11 16.51 8.88 8.00 14.59 7.12 5.30

S&P 500 Index 3.09 17.90 10.73 9.61 14.63 7.18 5.23

Relative Return vs S&P 500 Index
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Parametric Clifton Enh S&P
Period Ended June 30, 2017

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 3.19%
return for the quarter placing it in the 29 percentile of the CAI
Large Cap Core group for the quarter and in the 56
percentile for the last year.

Parametric Clifton Enh S&P’s portfolio outperformed the
S&P 500 Index by 0.10% for the quarter and outperformed
the S&P 500 Index for the year by 0.07%.

Quarterly Asset Growth

Beginning Market Value $191,161,713

Net New Investment $-5,000,000

Investment Gains/(Losses) $6,088,872

Ending Market Value $192,250,585

Performance vs CAI Large Cap Core (Gross)
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10th Percentile 4.30 23.56 11.95 10.58 16.11 14.02
25th Percentile 3.43 21.29 10.70 10.03 15.45 13.64

Median 2.90 18.62 9.62 9.13 14.52 13.00
75th Percentile 2.31 16.36 8.19 7.94 13.63 11.62
90th Percentile 1.57 14.26 6.39 6.89 12.78 10.88

Parametric
Clifton Enh S&P 3.19 17.97 11.08 9.85 14.75 13.35

S&P 500 Index 3.09 17.90 10.73 9.61 14.63 13.05

Relative Return vs S&P 500 Index
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Atlanta Capital
Period Ended June 30, 2017

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 3.65% return for the
quarter placing it in the 32 percentile of the CAI Small
Capitalization group for the quarter and in the 96 percentile
for the last year.

Atlanta Capital’s portfolio outperformed the S&P 600 Small
Cap Index by 1.93% for the quarter and underperformed the
S&P 600 Small Cap Index for the year by 6.64%.

Quarterly Asset Growth

Beginning Market Value $125,881,599

Net New Investment $-226,322

Investment Gains/(Losses) $4,582,400

Ending Market Value $130,237,677

Performance vs CAI Small Capitalization (Gross)
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Median 2.33 23.16
75th Percentile 0.66 20.83
90th Percentile (0.37) 17.94

Atlanta Capital 3.65 15.83

S&P 600
Small Cap Index 1.71 22.47

Relative Return vs S&P 600 Small Cap Index
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Parametric Clifton Enh SmCap
Period Ended June 30, 2017

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 2.61%
return for the quarter placing it in the 45 percentile of the CAI
Small Capitalization group for the quarter and in the 36
percentile for the last year.

Parametric Clifton Enh SmCap’s portfolio outperformed the
Russell 2000 Index by 0.14% for the quarter and
outperformed the Russell 2000 Index for the year by 0.37%.

Quarterly Asset Growth

Beginning Market Value $154,592,235

Net New Investment $0

Investment Gains/(Losses) $4,031,270

Ending Market Value $158,623,505

Performance vs CAI Small Capitalization (Gross)
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(52)(70) (54)
(78)

10th Percentile 6.40 29.03 11.92 10.96 17.27 16.58
25th Percentile 4.32 26.14 10.38 9.75 16.11 15.66

Median 2.33 23.16 7.97 8.07 14.83 14.44
75th Percentile 0.66 20.83 5.28 6.27 13.21 13.29
90th Percentile (0.37) 17.94 2.03 3.82 11.49 12.04

Parametric
Clifton Enh SmCap 2.61 24.97 8.68 8.31 14.75 14.32

Russell 2000 Index 2.46 24.60 7.80 7.36 13.70 13.04

Relative Return vs Russell 2000 Index
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International Equity
Period Ended June 30, 2017

Quarterly Summary and Highlights
International Equity’s portfolio posted a 6.54% return for the
quarter placing it in the 33 percentile of the Pub Pln-
International Equity group for the quarter and in the 40
percentile for the last year.

International Equity’s portfolio outperformed the International
Equity Target by 0.77% for the quarter and outperformed the
International Equity Target for the year by 0.91%.

Quarterly Asset Growth

Beginning Market Value $801,493,046

Net New Investment $-15,308,725

Investment Gains/(Losses) $52,465,049

Ending Market Value $838,649,370

Performance vs Pub Pln- International Equity (Gross)
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(30)

(84)
(25)

(87)

(17)
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(72)

10th Percentile 8.07 26.36 7.32 3.81 10.15 3.24
25th Percentile 6.78 23.38 5.93 2.95 9.29 2.65

Median 6.27 20.90 5.07 2.22 8.50 2.05
75th Percentile 5.96 19.59 4.22 1.52 7.38 1.06
90th Percentile 5.39 17.47 3.31 0.90 5.83 (0.20)

International Equity 6.54 21.36 5.79 2.94 9.59 2.90

International
Equity Target 5.77 20.45 3.89 1.06 7.62 1.27

Relative Return vs International Equity Target
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DFA International Small Cap Value Fund
Period Ended June 30, 2017

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 6.33% return
for the quarter placing it in the 89 percentile of the CAI
International Small Cap Mut Funds group for the quarter and
in the 5 percentile for the last year.

DFA Intl Small Cap Value’s portfolio underperformed the
World ex US SC Value by 0.11% for the quarter and
outperformed the World ex US SC Value for the year by
5.28%.

Quarterly Asset Growth

Beginning Market Value $87,118,785

Net New Investment $-5,000,000

Investment Gains/(Losses) $5,504,399

Ending Market Value $87,623,184

Performance vs CAI International Small Cap Mut Funds (Net)
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(26)(39)

10th Percentile 10.87 26.83 10.15 7.25 13.81 6.36
25th Percentile 9.35 24.06 8.15 5.21 12.69 4.92

Median 8.61 21.60 6.50 3.59 11.44 3.72
75th Percentile 7.67 16.63 4.54 1.82 9.32 2.93
90th Percentile 6.25 14.86 3.21 0.80 7.89 1.97

DFA Intl
Small Cap Value 6.33 28.80 8.09 4.16 13.74 4.86

World ex
US SC Value 6.44 23.52 7.72 2.76 11.48 4.17

Relative Return vs World ex US SC Value
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Northern Tr AM Wrld ex US
Period Ended June 30, 2017

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 5.80%
return for the quarter placing it in the 81 percentile of the CAI
Non-US Equity group for the quarter and in the 63 percentile
for the last year.

Northern Tr AM Wrld ex US’s portfolio outperformed the
MSCI World ex US by 0.17% for the quarter and
outperformed the MSCI World ex US for the year by 0.46%.

Quarterly Asset Growth

Beginning Market Value $289,224,921

Net New Investment $-5,000,000

Investment Gains/(Losses) $16,808,143

Ending Market Value $301,033,064

Performance vs CAI Non-US Equity (Gross)
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10th Percentile 8.83 26.38 8.00 4.97 5.50
25th Percentile 7.90 23.72 6.57 3.92 4.77

Median 6.75 21.05 4.79 2.63 3.55
75th Percentile 6.07 18.04 3.45 1.44 2.43
90th Percentile 5.26 15.35 2.40 0.24 1.61

Northern Tr
AM Wrld ex US 5.80 19.95 4.18 1.04 2.50

MSCI World ex US 5.63 19.49 3.79 0.67 2.10

Relative Return vs MSCI World ex US
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Wellington Management
Period Ended June 30, 2017

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 8.28% return
for the quarter placing it in the 56 percentile of the CAI
International Small Cap group for the quarter and in the 68
percentile for the last year.

Wellington Management’s portfolio outperformed the S&P
BMI EPAC <$2 B by 0.95% for the quarter and
underperformed the S&P BMI EPAC <$2 B for the year by
0.26%.

Quarterly Asset Growth

Beginning Market Value $90,245,871

Net New Investment $-182,896

Investment Gains/(Losses) $7,467,466

Ending Market Value $97,530,440

Performance vs CAI International Small Cap (Gross)
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(87)

10th Percentile 11.13 29.01 12.80 9.46 17.31 7.59 13.95
25th Percentile 9.49 26.02 10.71 7.59 15.46 6.17 12.61

Median 8.50 23.39 8.48 5.88 14.00 4.96 11.79
75th Percentile 7.65 18.59 6.91 4.71 12.77 3.88 10.40
90th Percentile 6.61 16.54 5.41 2.94 10.58 3.09 9.77

Wellington
Management 8.28 20.62 10.86 7.31 15.04 6.15 11.61

S&P BMI
EPAC <$2 B 7.33 20.88 8.08 5.71 12.00 2.88 10.00

Relative Return vs S&P BMI EPAC <$2 B
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William Blair
Period Ended June 30, 2017

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 7.92% return for the quarter
placing it in the 46 percentile of the CAI Non-US All Country
Growth Equity group for the quarter and in the 51 percentile
for the last year.

William Blair’s portfolio outperformed the MSCI ACWI ex US
IMI by 2.08% for the quarter and underperformed the MSCI
ACWI ex US IMI for the year by 0.29%.

Quarterly Asset Growth

Beginning Market Value $135,551,796

Net New Investment $-125,829

Investment Gains/(Losses) $10,733,447

Ending Market Value $146,159,414

Performance vs CAI Non-US All Country Growth Equity (Gross)
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Median 7.81 20.16
75th Percentile 6.85 16.73
90th Percentile 6.28 14.77

William Blair 7.92 20.15

MSCI ACWI
ex US IMI 5.85 20.43

Relative Return vs MSCI ACWI ex US IMI
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Axiom Emerging Markets
Period Ended June 30, 2017

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 7.39% return
for the quarter placing it in the 33 percentile of the CAI
Emerging Markets Equity Mut Funds group for the quarter
and in the 61 percentile for the last year.

Axiom Emerging Markets’s portfolio outperformed the MSCI
EM by 1.12% for the quarter and underperformed the MSCI
EM for the year by 1.46%.

Quarterly Asset Growth

Beginning Market Value $145,467,301

Net New Investment $0

Investment Gains/(Losses) $10,750,384

Ending Market Value $156,217,685

Performance vs CAI Emerging Markets Equity Mut Funds (Net)
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10th Percentile 9.39 28.95 8.45 5.99
25th Percentile 7.80 26.01 7.15 4.39

Median 6.47 23.49 6.18 3.38
75th Percentile 5.37 20.16 4.58 1.49
90th Percentile 0.17 14.28 2.53 (1.91)

Axiom Emerging
Markets 7.39 22.29 4.72 4.16

MSCI EM 6.27 23.75 4.32 2.49

Relative Return vs MSCI EM
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DFA Emerging Markets
Period Ended June 30, 2017

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 2.28% return for
the quarter placing it in the 87 percentile of the CAI
Emerging Markets Equity Mut Funds group for the quarter
and in the 78 percentile for the last year.

DFA Emerging Markets’s portfolio underperformed the MSCI
EM by 3.99% for the quarter and underperformed the MSCI
EM for the year by 4.22%.

Quarterly Asset Growth

Beginning Market Value $53,884,372

Net New Investment $-5,000,000

Investment Gains/(Losses) $1,201,210

Ending Market Value $50,085,582

Performance vs CAI Emerging Markets Equity Mut Funds (Net)
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(52) (7)
(34)

(1)

(34)

10th Percentile 9.39 28.95 8.45 4.21 6.67 3.16 7.15
25th Percentile 7.80 26.01 7.15 2.61 5.67 2.54 6.13

Median 6.47 23.49 6.18 1.57 4.16 1.17 4.98
75th Percentile 5.37 20.16 4.58 0.10 2.84 0.46 3.96
90th Percentile 0.17 14.28 2.53 (3.45) (1.14) (1.75) 3.09

DFA Emerging
Markets 2.28 19.52 6.20 3.49 6.86 3.98 8.70

MSCI EM 6.27 23.75 4.32 1.07 3.96 1.92 5.63

Relative Return vs MSCI EM
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EPOCH Investment
Period Ended June 30, 2017

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 6.32% return for the
quarter placing it in the 25 percentile of the CAI Global
Equity group for the quarter and in the 73 percentile for the
last year.

EPOCH Investment’s portfolio outperformed the EPOCH
Blended Benchmark by 2.29% for the quarter and
underperformed the EPOCH Blended Benchmark for the
year by 0.49%.

Quarterly Asset Growth

Beginning Market Value $372,990,266

Net New Investment $-596,382

Investment Gains/(Losses) $23,551,084

Ending Market Value $395,944,967

Performance vs CAI Global Equity (Gross)
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(55) (41)(65)

(65)(67)

(24)(43)

10th Percentile 7.46 28.10 10.95 9.37 14.53 7.47
25th Percentile 6.30 23.43 8.89 7.36 13.35 6.26

Median 5.13 20.14 7.54 5.91 12.03 4.95
75th Percentile 4.21 17.46 6.04 4.51 11.10 3.92
90th Percentile 3.08 13.92 4.40 3.10 9.92 3.00

EPOCH Investment 6.32 17.71 5.23 6.33 11.43 6.35

EPOCH Blended
Benchmark 4.03 18.20 7.20 5.24 11.38 5.23

Relative Returns vs
EPOCH Blended Benchmark
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LSV Asset Management
Period Ended June 30, 2017

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 3.67% return
for the quarter placing it in the 85 percentile of the CAI
Global Equity group for the quarter and in the 24 percentile
for the last year.

LSV Asset Management’s portfolio underperformed the
MSCI ACWI Gross by 0.78% for the quarter and
outperformed the MSCI ACWI Gross for the year by 4.08%.

Quarterly Asset Growth

Beginning Market Value $476,253,103

Net New Investment $-120,940

Investment Gains/(Losses) $17,496,514

Ending Market Value $493,628,676

Performance vs CAI Global Equity (Gross)
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(39)
(71)

10th Percentile 7.46 28.10 10.95 9.37 12.41
25th Percentile 6.30 23.43 8.89 7.36 10.89

Median 5.13 20.14 7.54 5.91 9.84
75th Percentile 4.21 17.46 6.04 4.51 8.81
90th Percentile 3.08 13.92 4.40 3.10 7.66

LSV Asset
Management 3.67 23.50 7.14 5.38 10.33

MSCI ACWI Gross 4.45 19.42 7.54 5.39 9.02

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 June 30,
2017. 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 June 30, 2017

Last Last Last
Last Last  3  5 16-1/2

Quarter Year Years Years Years

Private Equity 7.70% 11.11% (0.82%) 1.59% 2.37%

Adams Street Direct Co-Invest Fd (0.99%) (4.11%) 8.19% 10.58% -
Adams Street Direct Fd 2010 7.99% 12.03% 8.00% 11.92% -
Adams Street 1998 Partnership 0.78% (0.16%) 1.08% 4.12% 1.67%
Adams Street 1999 Partnership 3.55% (0.25%) (2.85%) 3.36% 2.74%
Adams Street 2000 Partnership 2.86% 3.00% (3.33%) 0.71% 3.21%
Adams Street 2001 Partnership 4.37% 7.60% (1.19%) 5.31% 3.70%
Adams Street 2002 Partnership 2.55% 19.56% 1.74% 5.99% -
Adams Street 2003 Partnership 5.79% 11.44% 7.19% 11.45% -
Adams Street 2010 Partnership 3.66% 15.12% 13.11% 13.30% -
Adams Street 2008 Fund 8.34% 15.67% 11.65% 12.86% -
Adams Street 1999 Non-US 3.72% 1.60% 0.03% 6.19% 6.22%
Adams Street 2000 Non-US 4.75% 13.07% (0.25%) 0.63% 3.14%
Adams Street 2001 Non-US 10.18% (4.37%) 11.33% 14.86% -
Adams Street 2002 Non-US 3.27% (5.01%) 4.42% 5.43% -
Adams Street 2003 Non-US 4.87% 26.53% 13.54% 18.17% -
Adams Street 2004 Non-US 6.83% 9.42% (2.02%) 7.06% -
Adams Street 2010 Non-US 9.68% 21.63% 9.17% 10.50% -
Adams Street 2010 NonUS Emg 4.09% 10.13% 14.02% 7.90% -
Adams Street 2015 Global Fd 5.17% 51.76% - - -
Adams Street  2016 Global Fd 3.34% - - - -
Adams Street BVCF IV Fund 4.54% 7.91% 14.68% 18.81% 17.92%

BlackRock (3.26%) - - - -
Capital International V (34.83%) (49.48%) (31.17%) (20.15%) -
Capital International VI 10.27% 9.55% (4.66%) (8.71%) -
CorsAir III 3.05% 6.84% 9.34% 3.15% -
CorsAir IV 12.67% 22.98% 15.91% 14.40% -
EIG Energy Fund XIV 19.09% 12.11% (34.78%) (23.36%) -
Lewis & Clark 22.03% 22.03% (26.04%) (17.39%) -
Lewis & Clark II 7.98% 10.83% (1.11%) (2.96%) -
Matlin Patterson II (10.52%) (28.84%) (2.99%) (7.24%) -
Matlin Patterson III 6.35% 6.84% (0.56%) 5.14% -
Quantum Energy Partners 56.04% 68.38% 1.68% 10.37% -

Russell 1000 Index 3.06% 18.03% 9.26% 14.67% 6.06%
Russell 2000 Index 2.46% 24.60% 7.36% 13.70% 8.17%
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Domestic Fixed Income
Period Ended June 30, 2017

Quarterly Summary and Highlights
Domestic Fixed Income’s portfolio posted a 2.40% return for
the quarter placing it in the 3 percentile of the Pub Pln-
Domestic Fixed group for the quarter and in the 4 percentile
for the last year.

Domestic Fixed Income’s portfolio outperformed the
Domestic Fixed Income Target by 0.77% for the quarter and
outperformed the Domestic Fixed Income Target for the year
by 3.41%.

Quarterly Asset Growth

Beginning Market Value $937,337,798

Net New Investment $-1,509,658

Investment Gains/(Losses) $22,481,384

Ending Market Value $958,309,525

Performance vs Pub Pln- Domestic Fixed (Gross)
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10th Percentile 1.97 4.91 4.61 3.99 4.43 6.07
25th Percentile 1.77 3.52 3.99 3.16 3.52 5.39

Median 1.56 1.48 3.44 2.78 2.85 4.95
75th Percentile 1.29 0.08 2.81 2.22 2.08 4.05
90th Percentile 0.95 (0.38) 2.06 1.95 1.59 3.56

Domestic
Fixed Income 2.40 6.36 5.15 4.56 5.77 5.41

Domestic Fixed
Income Target 1.63 2.95 3.93 3.03 3.49 5.51

Relative Returns vs
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Declaration Total Return
Period Ended June 30, 2017

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 1.87% 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 1 percentile for the last year.

Declaration Total Return’s portfolio outperformed the LIBOR
- 3 Month by 1.58% for the quarter and outperformed the
LIBOR - 3 Month for the year by 4.01%.

Quarterly Asset Growth

Beginning Market Value $89,114,855

Net New Investment $-32,384

Investment Gains/(Losses) $1,668,192

Ending Market Value $90,750,663

Performance vs CAI Intermediate Fixed Income Mut Funds (Net)
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10th Percentile 1.63 1.84 3.67 2.99 3.01
25th Percentile 1.53 1.08 2.79 2.28 2.71

Median 0.96 0.48 2.01 1.67 2.07
75th Percentile 0.65 (0.21) 1.16 1.28 0.98
90th Percentile 0.39 (1.14) 0.54 0.78 0.68

Declaration
Total Return A 1.87 4.99 3.79 3.74 5.14

Blmbg
Aggregate Index B 1.45 (0.31) 2.79 2.48 2.21

LIBOR - 3 Month 0.30 0.98 0.74 0.58 0.46

Relative Return vs LIBOR - 3 Month
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J.P. Morgan MBS
Period Ended June 30, 2017

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 1.27% return for the
quarter placing it in the 25 percentile of the CAI Mortgage
Backed Fixed Income group for the quarter and in the 38
percentile for the last year.

J.P. Morgan MBS’s portfolio outperformed the Blmbg
Mortgage Backed Sec by 0.40% for the quarter and
outperformed the Blmbg Mortgage Backed Sec for the year
by 0.87%.

Quarterly Asset Growth

Beginning Market Value $129,628,371

Net New Investment $-65,211

Investment Gains/(Losses) $1,643,819

Ending Market Value $131,206,979

Performance vs CAI Mortgage Backed Fixed Income (Gross)
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10th Percentile 1.69 4.41 4.09 4.18
25th Percentile 1.27 1.30 2.98 3.25

Median 1.11 0.74 2.47 2.61
75th Percentile 0.97 0.35 2.17 2.47
90th Percentile 0.63 (0.55) 1.65 1.95

J.P. Morgan MBS 1.27 0.82 2.69 2.76

Blmbg Mortgage
Backed Sec 0.87 (0.06) 2.12 2.30

Relative Returns vs
Blmbg Mortgage Backed Sec
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PIMCO DiSCO II
Period Ended June 30, 2017

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 4.52% 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 Blmbg
Aggregate by 3.07% for the quarter and outperformed the
Blmbg Aggregate for the year by 17.39%.

Quarterly Asset Growth

Beginning Market Value $102,736,042

Net New Investment $0

Investment Gains/(Losses) $4,641,671

Ending Market Value $107,377,713

Performance vs CAI Core Bond Mutual Funds (Net)
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10th Percentile 1.75 1.35 3.57 2.90 3.31 3.73
25th Percentile 1.62 0.94 3.02 2.50 2.61 2.96

Median 1.48 0.12 2.68 2.21 2.31 2.71
75th Percentile 1.33 (0.19) 2.45 2.07 2.08 2.37
90th Percentile 1.20 (0.50) 2.26 1.91 1.67 2.05

PIMCO DiSCO II A 4.52 17.08 10.55 8.43 13.70 15.43
Blmbg Mortgage B 0.87 (0.06) 2.12 2.17 2.00 2.12

Blmbg Aggregate 1.45 (0.31) 2.79 2.48 2.21 2.45

Relative Return vs Blmbg Aggregate
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PIMCO MBS
Period Ended June 30, 2017

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 0.97% return for the
quarter placing it in the 77 percentile of the CAI Mortgage
Backed Fixed Income group for the quarter and in the 74
percentile for the last year.

PIMCO MBS’s portfolio outperformed the Blmbg Mortgage
Backed Sec by 0.10% for the quarter and outperformed the
Blmbg Mortgage Backed Sec for the year by 0.42%.

Quarterly Asset Growth

Beginning Market Value $181,843,474

Net New Investment $-75,642

Investment Gains/(Losses) $1,766,969

Ending Market Value $183,534,800

Performance vs CAI Mortgage Backed Fixed Income (Gross)
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Median 1.11 0.74 2.47 2.53 2.49 2.63
75th Percentile 0.97 0.35 2.17 2.35 2.10 2.27
90th Percentile 0.63 (0.55) 1.65 1.91 1.97 2.15

PIMCO MBS 0.97 0.36 2.37 2.36 2.13 2.21

Blmbg Mortgage
Backed Sec 0.87 (0.06) 2.12 2.17 2.00 2.11

Relative Returns vs
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PIMCO Unconstrained
Period Ended June 30, 2017

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 2.01% return for
the quarter placing it in the 1 percentile of the CAI
Intermediate Fixed Income group for the quarter and in the 1
percentile for the last year.

PIMCO Unconstrained’s portfolio outperformed the Blended
Benchmark* by 1.71% for the quarter and outperformed the
Blended Benchmark* for the year by 8.73%.

Quarterly Asset Growth

Beginning Market Value $66,110,009

Net New Investment $-73,536

Investment Gains/(Losses) $1,329,149

Ending Market Value $67,365,621

Performance vs CAI Intermediate Fixed Income (Gross)
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90th Percentile 0.86 (0.36) 1.91 1.81 1.61 1.79

PIMCO
Unconstrained 2.01 9.71 4.40 3.37 2.75 3.35

Blended Benchmark* 0.30 0.98 0.74 0.58 0.50 0.50
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SSgA Long US Treas Index
Period Ended June 30, 2017

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 3.96%
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
Blmbg Treasury Long by 0.00% for the quarter and
underperformed the Blmbg Treasury Long for the year by
0.01%.

Quarterly Asset Growth

Beginning Market Value $113,689,725

Net New Investment $-9,731

Investment Gains/(Losses) $4,500,938

Ending Market Value $118,180,932

Performance vs CAI Extended Maturity Fixed Income (Gross)
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10th Percentile 4.97 3.95 8.95 6.35 8.18
25th Percentile 4.87 3.30 8.66 5.90 7.78

Median 4.66 1.45 8.07 5.64 7.26
75th Percentile 4.49 (0.29) 7.35 5.42 7.07
90th Percentile 4.39 (0.76) 7.13 5.11 6.78

SSgA Long US
Treas Index 3.96 (7.23) 5.19 5.56 5.73

Blmbg Treasury Long 3.96 (7.22) 5.21 5.58 5.75

Relative Return vs Blmbg Treasury Long
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Goldman Sachs 2006 Offshore
Period Ended June 30, 2017

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 11.47% return for the
quarter placing it in the 1 percentile of the CAI High Yield
Mutual Funds group for the quarter and in the 1 percentile
for the last year.

Goldman Sachs’s portfolio outperformed the Blmbg HY 2%
Iss Cap by 9.30% for the quarter and outperformed the
Blmbg HY 2% Iss Cap for the year by 47.12%.

Quarterly Asset Growth

Beginning Market Value $342,555

Net New Investment $0

Investment Gains/(Losses) $39,295

Ending Market Value $381,850

Performance vs CAI High Yield Mutual Funds (Net)
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10th Percentile 2.30 13.59 6.48 4.48 6.92 7.50 7.82
25th Percentile 2.13 11.89 5.75 3.81 6.37 6.85 7.26

Median 1.91 11.07 5.17 3.20 5.80 6.38 6.84
75th Percentile 1.66 10.07 4.80 2.60 5.50 5.91 6.30
90th Percentile 1.32 9.31 4.45 1.97 5.09 5.46 5.89

Goldman Sachs 11.47 59.81 28.30 27.41 25.21 10.63 10.51

Blmbg HY 2% Iss Cap 2.17 12.69 7.03 4.50 6.90 7.76 8.07

Relative Return vs Blmbg HY 2% Iss Cap
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Goldman Sachs Offshore Fund V
Period Ended June 30, 2017

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 (18.28)%
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
Blmbg HY 2% Iss Cap by 20.45% for the quarter and
underperformed the Blmbg HY 2% Iss Cap for the year by
25.97%.

Quarterly Asset Growth

Beginning Market Value $2,744,146

Net New Investment $-1,007,704

Investment Gains/(Losses) $-337,542

Ending Market Value $1,398,900

Performance vs CAI High Yield Mutual Funds (Net)
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10th Percentile 2.30 13.59 6.48 4.48 6.92 8.03
25th Percentile 2.13 11.89 5.75 3.81 6.37 7.37

Median 1.91 11.07 5.17 3.20 5.80 6.79
75th Percentile 1.66 10.07 4.80 2.60 5.50 6.29
90th Percentile 1.32 9.31 4.45 1.97 5.09 5.80

Goldman Sachs
Offshore V (18.28) (13.28) (9.29) (1.99) 3.94 6.98

Blmbg HY 2% Iss Cap 2.17 12.69 7.03 4.50 6.90 8.26

Relative Return vs Blmbg HY 2% Iss Cap
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Loomis Sayles
Period Ended June 30, 2017

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 2.39% return for the
quarter placing it in the 23 percentile of the CAI High Yield
Fixed Income group for the quarter and in the 18 percentile
for the last year.

Loomis Sayles’s portfolio outperformed the Blmbg HY 2%
Iss Cap by 0.22% for the quarter and outperformed the
Blmbg HY 2% Iss Cap for the year by 0.79%.

Quarterly Asset Growth

Beginning Market Value $196,359,304

Net New Investment $-245,449

Investment Gains/(Losses) $4,693,973

Ending Market Value $200,807,828

Performance vs CAI High Yield Fixed Income (Gross)
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10th Percentile 2.54 14.78 7.61 5.46 7.81 8.54 8.65
25th Percentile 2.38 13.04 6.92 4.93 7.39 8.06 8.24

Median 2.20 11.98 6.40 4.23 6.80 7.53 7.85
75th Percentile 1.94 10.95 5.64 3.67 6.35 6.93 7.32
90th Percentile 1.56 9.94 5.27 2.80 5.95 6.47 6.89

Loomis Sayles 2.39 13.48 6.39 4.68 7.93 7.70 8.63

Blmbg HY 2% Iss Cap 2.17 12.69 7.03 4.50 6.90 7.76 7.97

Relative Return vs Blmbg HY 2% Iss Cap
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PIMCO Bravo II Fund
Period Ended June 30, 2017

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 4.63% return for
the quarter placing it in the 1 percentile of the CAI High Yield
Mutual Funds group for the quarter and in the 11 percentile
for the last year.

PIMCO Bravo II Fund’s portfolio outperformed the Blmbg HY
2% Iss Cap by 2.46% for the quarter and outperformed the
Blmbg HY 2% Iss Cap for the year by 0.69%.

Quarterly Asset Growth

Beginning Market Value $54,769,318

Net New Investment $0

Investment Gains/(Losses) $2,534,921

Ending Market Value $57,304,239

Performance vs CAI High Yield Mutual Funds (Net)
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10th Percentile 2.30 13.59 6.48 4.48 5.39
25th Percentile 2.13 11.89 5.75 3.81 4.84

Median 1.91 11.07 5.17 3.20 4.25
75th Percentile 1.66 10.07 4.80 2.60 3.68
90th Percentile 1.32 9.31 4.45 1.97 3.26

PIMCO
Bravo II Fund 4.63 13.38 10.15 10.22 15.63

Blmbg HY 2% Iss Cap 2.17 12.69 7.03 4.50 5.43

Relative Return vs Blmbg HY 2% Iss Cap
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International Fixed Income
Period Ended June 30, 2017

Quarterly Summary and Highlights
International Fixed Income’s portfolio posted a 4.07% return
for the quarter placing it in the 11 percentile of the Public
Fund - International Fixed group for the quarter and in the 62
percentile for the last year.

International Fixed Income’s portfolio outperformed the
International Fixed Income Target by 0.52% for the quarter
and outperformed the International Fixed Income Target for
the year by 4.95%.

Quarterly Asset Growth

Beginning Market Value $249,820,515

Net New Investment $-221,362

Investment Gains/(Losses) $10,150,726

Ending Market Value $259,749,878

Performance vs Public Fund - International Fixed (Gross)
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10th Percentile 4.37 8.96 9.05 4.15 4.25 6.89
25th Percentile 2.84 7.97 5.40 3.59 3.66 6.07

Median 2.49 2.81 3.82 0.12 2.38 4.98
75th Percentile 1.93 (0.09) 2.89 (2.04) (0.35) 3.36
90th Percentile 1.45 (3.61) 2.36 (3.65) (1.35) 2.31

International
Fixed Income 4.07 1.15 4.46 (0.37) 1.60 5.06

International
Fixed Income Target 3.55 (3.80) 3.45 (2.42) (0.36) 3.42

Relative Returns vs
International Fixed Income Target
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Brandywine Asset Management
Period Ended June 30, 2017

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 4.18% return for the quarter
placing it in the 28 percentile of the CAI Non US Fixed
Income (Unhedged) group for the quarter and in the 11
percentile for the last year.

Brandywine’s portfolio outperformed the Blmbg Global
Aggregate by 1.58% for the quarter and outperformed the
Blmbg Global Aggregate for the year by 6.96%.

Quarterly Asset Growth

Beginning Market Value $147,764,749

Net New Investment $-140,880

Investment Gains/(Losses) $6,179,862

Ending Market Value $153,803,731

Performance vs CAI Non US Fixed Income (Unhedged) (Gross)
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10th Percentile 4.47 5.05 6.36 1.61 3.37 5.77 6.29
25th Percentile 4.22 2.44 4.59 (0.21) 2.18 5.46 5.35

Median 3.96 (2.43) 3.85 (1.68) 0.61 4.06 4.44
75th Percentile 3.71 (3.65) 3.18 (2.29) (0.70) 3.49 3.71
90th Percentile 3.16 (4.46) 2.88 (2.54) (1.34) 3.21 3.47

Brandywine 4.18 4.78 4.95 1.39 3.55 6.61 7.12

Blmbg Global
Aggregate 2.60 (2.18) 3.20 (0.35) 0.78 3.69 3.85

Relative Return vs Blmbg Global Aggregate
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UBS Global Asset Management
Period Ended June 30, 2017

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; Bloomberg Aggregate
ex-US Index thereafter.

Quarterly Summary and Highlights
UBS Global Asset Management’s portfolio posted a 3.89%
return for the quarter placing it in the 67 percentile of the CAI
Non US Fixed Income (Unhedged) group for the quarter and
in the 78 percentile for the last year.

UBS Global Asset Management’s portfolio outperformed the
Blended Benchmark* by 0.35% for the quarter and
outperformed the Blended Benchmark* for the year by
0.10%.

Quarterly Asset Growth

Beginning Market Value $102,055,766

Net New Investment $-80,482

Investment Gains/(Losses) $3,970,864

Ending Market Value $105,946,147

Performance vs CAI Non US Fixed Income (Unhedged) (Gross)
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10th Percentile 4.47 5.05 6.36 1.61 3.37 5.77 7.36
25th Percentile 4.22 2.44 4.59 (0.21) 2.18 5.46 7.20

Median 3.96 (2.43) 3.85 (1.68) 0.61 4.06 6.89
75th Percentile 3.71 (3.65) 3.18 (2.29) (0.70) 3.49 6.23
90th Percentile 3.16 (4.46) 2.88 (2.54) (1.34) 3.21 5.72

UBS Global
Asset Management 3.89 (3.69) 3.59 (2.44) (0.55) 3.16 6.04

Blended Benchmark* 3.55 (3.80) 3.45 (2.42) (0.36) 3.42 5.71

Relative Return vs Blended Benchmark*
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Global Real Estate Composite
Period Ended June 30, 2017

Quarterly Summary and Highlights
Global Real Estate Composite’s portfolio posted a 3.32%
return for the quarter placing it in the 1 percentile of the Pub
Pln- Real Estate group for the quarter and in the 3 percentile
for the last year.

Global Real Estate Composite’s portfolio outperformed the
NCREIF Total Index by 1.57% for the quarter and
outperformed the NCREIF Total Index for the year by
2.69%.

Quarterly Asset Growth

Beginning Market Value $548,322,227

Net New Investment $2,817,628

Investment Gains/(Losses) $18,014,501

Ending Market Value $569,154,356

Performance vs Pub Pln- Real Estate (Gross)
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10th Percentile 2.39 8.76 10.79 11.91 12.27 7.16
25th Percentile 2.04 8.58 9.96 10.63 11.38 5.81

Median 1.71 6.63 8.96 9.84 10.07 4.70
75th Percentile 1.33 4.66 7.48 8.07 8.81 3.75
90th Percentile 1.11 2.54 6.17 5.71 7.61 1.11

Global Real
Estate Composite 3.32 9.65 10.76 12.36 12.96 5.13

NCREIF Total Index 1.75 6.97 8.79 10.17 10.49 6.42

Relative Return vs NCREIF Total Index
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North Dakota State Investment Board Pension Funds
Performance vs CAI Total Real Estate Database
Periods Ended June 30, 2017

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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25th Percentile 2.64 9.87 13.54

Median 1.74 7.41 10.69
75th Percentile 1.33 4.62 8.06
90th Percentile 0.55 0.23 4.11

Invesco Core Real Estate A 1.79 8.16 11.52
Invesco Fund II B 3.30 22.72 11.61
Invesco Fund III C (2.76) 11.58 14.81

Invesco Asia RE Feeder D 83.64 982.41 203.10
Invesco Asia RE Fund III E 21.68 21.25 -

NCREIF Total Index 1.75 6.97 10.17
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NCREIF Total Index 10.49 6.42 9.02
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North Dakota State Investment Board Pension Funds
Performance vs CAI Total Real Estate Database
Periods Ended June 30, 2017

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.

(20%)

(10%)

0%

10%

20%

30%

40%

50%

Last Quarter Fiscal Year Last 3 Years

E(1)

F(1)
B(6)
A(14)
D(38)
C(64)

(50)

E(1)

A(33)
B(41)
C(56)
D(60)
F(92)

(57)

E(1)
F(29)
A(34)
C(53)

D(100)

(59)

10th Percentile 3.68 12.34 16.74
25th Percentile 2.64 9.87 13.54

Median 1.74 7.41 10.69
75th Percentile 1.33 4.62 8.06
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Total Real Estate A 3.19 9.13 11.81
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NCREIF Total Index 1.75 6.97 10.17
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TIR Teredo
Period Ended June 30, 2017

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 underperformed the NCREIF
Timberland Index by 2.44% for the quarter and
underperformed the NCREIF Timberland Index for the year
by 10.37%.

Quarterly Asset Growth

Beginning Market Value $32,004,093

Net New Investment $0

Investment Gains/(Losses) $-558,656

Ending Market Value $31,445,437
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TIR Springbank
Period Ended June 30, 2017

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 underperformed the NCREIF
Timberland Index by 1.94% for the quarter and
underperformed the NCREIF Timberland Index for the year
by 13.48%.

Quarterly Asset Growth

Beginning Market Value $107,655,424

Net New Investment $-1,292,000

Investment Gains/(Losses) $-1,320,964

Ending Market Value $105,042,460
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JP Morgan Asian Infrastructure
Period Ended June 30, 2017

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 outperformed the CPI-W
by 0.63% for the quarter and outperformed the CPI-W for
the year by 33.98%.

Quarterly Asset Growth

Beginning Market Value $23,333,530

Net New Investment $-22,952

Investment Gains/(Losses) $260,368

Ending Market Value $23,570,946
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JPM Infrastructure Fund
Period Ended June 30, 2017

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 outperformed the CPI-W
by 6.00% for the quarter and outperformed the CPI-W for
the year by 4.83%.

Quarterly Asset Growth

Beginning Market Value $149,352,050

Net New Investment $19,945,224

Investment Gains/(Losses) $9,682,464

Ending Market Value $178,979,737
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Grosvenor Cust. Infrastructure
Period Ended June 30, 2017

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 outperformed the
CPI-W by 7.04% for the quarter and outperformed the
CPI-W for the year by 7.20%.

Quarterly Asset Growth

Beginning Market Value $34,699,804

Net New Investment $182,439

Investment Gains/(Losses) $2,624,992

Ending Market Value $37,507,235
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Grosvenor Cust. Infrastructure II
Period Ended June 30, 2017

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 outperformed the
CPI-W by 4.86% for the quarter and outperformed the
CPI-W for the year by 1.78%.

Quarterly Asset Growth

Beginning Market Value $8,107,696

Net New Investment $-992,114

Investment Gains/(Losses) $356,639

Ending Market Value $7,472,221
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Ρεσεαρχη ανδ Εδυχατιοναλ Προγραmσ

Τηε Χαλλαν Ινστιτυτε προϖιδεσ βοτη ρεσεαρχη το υπδατε χλιεντσ ον τηε λατεστ ινδυστρψ τρενδσ ανδ χαρεφυλλψ στρυχτυρεδ εδυχατιοναλ προγραmσ 

το ενηανχε τηε κνοωλεδγε οφ ινδυστρψ προφεσσιοναλσ. ςισιτ ωωω.χαλλαν.χοm/λιβραρψ το σεε αλλ οφ ουρ πυβλιχατιονσ, ανδ ωωω.χαλλαν.χοm/βλογ 

το ϖιεω ουρ βλογ �Περσπεχτιϖεσ.� Φορ mορε ινφορmατιον χονταχτ Αννα Wεστ ατ 415.974.5060 / ινστιτυτε≅χαλλαν.χοm.

Νεω Ρεσεαρχη φροm Χαλλαν�σ Εξπερτσ

Τηε Ηεδγε Φυνδ Εδγε: Στιλλ Σηαρπ ορ Τοο 

Dυλλ? | Wηψ σηουλδ ινϖεστορσ βοτηερ ωιτη 

ηεδγε φυνδσ? Τηε οριγιναλ προποσιτιον βεηινδ 

τηεm ωασ τηειρ διφφερεντιατεδ περφορmανχε: 

βεττερ ρισκ−αδϕυστεδ ρετυρνσ ωιτη α λοωερ χορ−

ρελατιον το τραδιτιοναλ χαπιταλ mαρκετσ. Dο 

ηεδγε φυνδσ στιλλ ηαϖε τηειρ ινηερεντ αδϖαν−

ταγε? Τηισ ωηιτε παπερ λοοκσ ατ τηε κεψ τραιτσ ιν τηε DΝΑ οφ ηεδγε 

φυνδσ�ανδ ωηψ τηεψ στιλλ οφφερ αν αδϖανταγε φορ ινϖεστορσ.

Wηιτε Λαβελ Φυνδσ: Α Νο−Νονσενσε Dεσιγν Ηανδβοοκ | Ιν α 

παπερ πυβλισηεδ ιν Τηε ϑουρναλ οφ Ρετιρεmεντ, Χαλλαν�σ Ροδ Βαρε, 

ϑαψ Κλοεπφερ, Λορι Λυχασ, ανδ ϑιmmψ ςενερυσο οφφερ α γυιδε το πλαν 

σπονσορσ χονσιδερινγ αδδινγ τηεσε φυνδσ το τηειρ λινευπ.

Συρϖιϖορσηιπ Βιασ Πρεσεντατιον Συmmαρψ, 2017 Νατιοναλ 

Χονφερενχε | Ιν τηισ πρεσεντατιον, Γρεγ Αλλεν ανδ Βυτχη Χλιφφ δισ−

χυσσεδ αν αλγοριτηm τηεψ δεϖελοπεδ ωιτη Wαλτερ ϑ. Μεερσχηαερτ, 

Χαλλαν�σ mαναγερ οφ Ινφορmατιον Τεχηνολογψ, το mεασυρε ανδ χορ−

rect for survivorship bias, the logical law of looking only at the 
ρεσυλτσ φορ τηε συρϖιϖορσ ιν α υνιϖερσε, ρατηερ τηαν τηε ρεσυλτσ φορ 

αλλ mεmβερσ οφ τηε υνιϖερσε. Τηειρ αλγοριτηm, χαλλεδ ΣΥΒΙΧΟ (φορ 

ΣΥρϖιϖορσηιπ ΒΙασ ΧΟρρεχτιον), υσεσ αλλ οφ τηε υνδερλψινγ δατα φορ 

βοτη συρϖιϖινγ ανδ νον−συρϖιϖινγ mεmβερσ οφ τηε υνιϖερσε το χορρεχτ 

φορ συρϖιϖορσηιπ βιασ.

Νεξτ Γενερατιον ΘDΙΑσ, 2017 Νατιοναλ Χονφερενχε | Τηε ωορκ−

σηοπ �Τηε Φυτυρε οφ DΧ Ισ Ηερε: Τηε Νεξτ Γενερατιον οφ ΘDΙΑσ,� 

ηοστεδ βψ Βεν Ταψλορ, ϑαmεσ ςενερυσο, ανδ Βριαννε Wεψmουτη, 

discussed new approaches to qualiied default investment alter−
natives as they become the primary savings vehicle for deined 
χοντριβυτιον πλανσ.

ϑυνε 2017 Μοντηλψ Περιοδιχ Ταβλε οφ 

Ρετυρνσ | Α mοντηλψ υπδατε φορ Χαλλαν�σ 

Περιοδιχ Ταβλε οφ Ινϖεστmεντ Ρετυρνσ, 

χοϖερινγ τηε mαϕορ πυβλιχ εθυιτψ ασσετ 

χλασσεσ.

Περιοδιχαλσ

Πριϖατε Μαρκετσ Τρενδσ, Σπρινγ 2017 | Γαρψ Ροβερτσον ρεπορτσ 

τηατ τηε πριϖατε εθυιτψ mαρκετ ισ οφφ το α ροαρινγ σταρτ ιν 2017, ανδ 

νεω παρτνερσηιπ χοmmιτmεντσ mαψ εξχεεδ τηε λεϖελ οφ 2016.

Ηεδγε Φυνδ Μονιτορ, 2νδ Θυαρτερ 2017 | ϑιm ΜχΚεε λοοκσ ατ 

�φαλσε χηαργεσ,� ορ βεαρ mαρκετσ τηατ χοmε ανδ γο θυιχκλψ βυτ χαν 

leave unprepared investors at signiicant risk. 

DΧ Οβσερϖερ, 2νδ Θυαρτερ 2017 | Λορι Λυχασ δισχυσσεσ ηοω το 

mαναγε DΧ πλαν ρεχορδκεεπερσ, εξπλαινινγ τηατ ονε οφ τηε βεστ 

ωαψσ ισ το χονδυχτ περιοδιχ σεαρχηεσ.

Μαρκετ Πυλσε Φλιπβοοκ, 1στ Θυαρτερ 2017 | Α θυαρτερλψ mαρκετ 

ρεφερενχε γυιδε χοϖερινγ ινϖεστmεντ ανδ φυνδ σπονσορ τρενδσ ιν 

the U.S. economy, U.S. and non-U.S. equities and ixed income, 
alternatives, and deined contribution.

Χαπιταλ Μαρκετ Ρεϖιεω, 1στ Θυαρτερ 2017 | Α θυαρτερλψ mαχροεχο−

νοmιχ νεωσλεττερ προϖιδινγ τηουγητφυλ ινσιγητσ ον τηε εχονοmψ ανδ 

recent performance in equity, ixed income, alternatives, interna−

τιοναλ, ρεαλ εστατε, ανδ οτηερ χαπιταλ mαρκετσ.

ΧΑΛΛΑΝ  
ΙΝΣΤΙΤΥΤΕ

Εδυχατιον

2νδ Θυαρτερ 2017

2

Λεσσ  

Ρεγυλατεδ

Φεωερ Στρατεγψ 

Χονστραιντσ

Αλιγνεδ 

Ιντερεστ

Στρονγερ  

Χαπιταλ Βασε

Ηεδγε Φυνδ DΝΑ

Ιν νατυρε, DΝΑ ατ ιτσ χορε ηασ φουρ βυιλδινγ βλοχκσ1 τηατ mαπ 

ουτ τηε στρυχτυρε οφ εϖερψ λιϖινγ βεινγ. Ανδ ϕυστ λικε νατυρε, ωε 

οβσερϖε τηατ �ηεδγε φυνδ DΝΑ� ηασ φουρ διφφερεντιατινγ ελε−

mεντσ ωηιχη ενδοω τηεσε ινϖεστmεντ ϖεηιχλεσ ωιτη α χοm−

πετιτιϖε αδϖανταγε οϖερ οτηερ ινϖεστmεντ οπτιονσ. Τηε φουρ κεψ 

τραιτσ οφ ηεδγε φυνδ DΝΑ αρε:

1. Φεωερ ρεγυλατορψ λιmιτατιονσ

2. Λεσσ χονστραιντ ον στρατεγιεσ

3. Βεττερ αλιγνmεντ οφ ιντερεστσ

4. Στρονγερ χαπιταλ βασε

Αλονε, εαχη οφ τηεσε θυαλιτιεσ ισ αππεαλινγ, βυτ τογετηερ τηε 

προπερτιεσ οφ εαχη ιντερλοχκ ωιτη τηε οτηερσ το προϖιδε α χοm−

πελλινγ σολυτιον φορ ινϖεστορσ�ιφ mαναγεδ ωελλ ανδ πριχεδ 

αππροπριατελψ.

Βυτ τηε χοmβινατιον οφ τηεσε φουρ αττριβυτεσ χαν βε α δανγερ−

ουσ προποσιτιον. Τηινκ αβουτ ιτ. Γιϖινγ τηε αϖεραγε αδυλτ�λετ 

αλονε α τεεναγερ!�τηε ριγητ το δο ωηατεϖερ ηε ορ σηε ωαντσ 

ωιτη α ποολ οφ mονεψ ισ α στρατεγψ οφ ηοπε, λικελψ το λεαδ το 

δισαπποιντmεντ. Ιν φαχτ, στατιστιχαλ εϖιδενχε ινδιχατεσ τηατ τηε 

αϖεραγε ηεδγε φυνδ mαναγερ ηασ νοτ mετ εξπεχτατιονσ οϖερ 

τηε λαστ δεχαδε. Αφτερ αδϕυστινγ φορ εmβεδδεδ mαρκετ ρισκσ, 

νετ−οφ−φεε ρετυρνσ ηαϖε οφτεν βεεν λεσσ τηαν ζερο, παρτιχυλαρλψ 

ιν ρεχεντ ψεαρσ. 

Εϖεν ιν τηε ηανδσ οφ αν αβοϖε−αϖεραγε mαναγερ, τηε αττρι−

βυτεσ τηατ εναβλε ηεδγε φυνδσ το εξχελ αρε νοτ φορ αλλ ινϖεστορσ. 

Τηοσε τηατ πρεφερ mορε τρανσπαρενχψ, mορε λιθυιδιτψ, λοωερ−χοστ 

solutions, or more regulatory protection are a poor it for hedge 

φυνδσ. Φυρτηερmορε, τηε διφφερεντιατινγ θυαλιτιεσ τηατ γιϖε ηεδγε 

φυνδσ αν εδγε φορ γενερατινγ βεττερ περφορmανχε ιν mορε χοm−

πλεξ στρατεγιεσ αρε αλσο νοτ αππροπριατε φορ σιmπλερ στρατεγιεσ 

τηατ αρε ηιγηλψ χοmmοδιτιζεδ ορ οτηερωισε εασιλψ ιmπλεmεντεδ. 

Αν ινϖεστορ σηουλδ νοτ χονσιδερ α ηεδγε φυνδ το ιmπλεmεντ αν 

ινδεξ−λικε στρατεγψ.

1 The four nucleotide building blocks of  DNA are adenine, guanine, thymine, 

and cytosine. 

♥ 2017 Χαλλαν Ασσοχιατεσ Ινχ.Κνοωλεδγε. Εξπεριενχε. Ιντεγριτψ.

Χαλλαν Περιοδιχ Ταβλε οφ Ινϖεστmεντ Ρετυρνσ
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Φιξεδ Ινχοmε

Νον−Υ.Σ.

2.17%

Φιξεδ Ινχοmε

Νον−Υ.Σ.

0.30%

Φιξεδ Ινχοmε

Νον−Υ.Σ.

1.42%

Φιξεδ Ινχοmε

Νον−Υ.Σ.

2.19%

Φιξεδ Ινχοmε

Νον−Υ.Σ.

−0.09%

Φιξεδ Ινχοmε

Νον−Υ.Σ.

6.12%

Ρεαλ Εστατε

−6.46%

Ρεαλ Εστατε

27.73%

Ρεαλ Εστατε

3.67%

Ρεαλ Εστατε

15.02%

Ρεαλ Εστατε

−0.79%

Ρεαλ Εστατε

4.06%

Ρεαλ Εστατε

0.54%

Ρεαλ Εστατε

3.67%

Ρεαλ Εστατε

−1.55%

Ρεαλ Εστατε

1.08%

Ρεαλ Εστατε

0.86%

Ρεαλ Εστατε

0.74%

Ρεαλ Εστατε

4.84%
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Σουρχεσ: Ɣ Βλοοmβεργ Βαρχλαψσ Αγγρεγατε Ɣ Βλοοmβεργ Βαρχλαψσ Χορπ Ηιγη Ψιελδ Ɣ Βλοοmβεργ Βαρχλαψσ Γλοβαλ Αγγρεγατε εξ ΥΣ  

Ɣ ΕΠΡΑ/ΝΑΡΕΙΤ Dεϖελοπεδ Ɣ ΜΣΧΙ Wορλδ εξ ΥΣΑ Ɣ ΜΣΧΙ Εmεργινγ Μαρκετσ Ɣ Ρυσσελλ 2000  Ɣ Σ&Π 500



�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:  

ωωω.χαλλαν.χοm/λιβραρψ/

Μαρκ ψουρ χαλενδαρσ φορ ουρ φαλλ Ρεγιοναλ Wορκσηοπ, Οχτοβερ 

24 ιν Νεω Ψορκ ανδ Οχτοβερ 26 ιν Χηιχαγο, ωηερε ωε�λλ χοϖερ 

ηιγηλιγητσ φροm ουρ σοον−το−βε πυβλισηεδ Ινϖεστmεντ Μαναγε−

mεντ Φεε Συρϖεψ ανδ χοϖερ οτηερ ασπεχτσ οφ φεεσ. Χαλλαν�σ Να−

τιοναλ Χονφερενχε ωιλλ βε ηελδ ϑανυαρψ 29�31, 2018, 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 

Χολλεγε,� προϖιδεσ α φουνδατιον οφ κνοωλεδγε φορ ινδυστρψ προφεσ−

σιοναλσ ωηο αρε ινϖολϖεδ ιν τηε ινϖεστmεντ δεχισιον−mακινγ προ−

χεσσ. Ιτ ωασ φουνδεδ ιν 1994 το προϖιδε χλιεντσ ανδ νον−χλιεντσ αλικε 

ωιτη βασιχ− το ιντερmεδιατε−λεϖελ ινστρυχτιον. Ουρ νεξτ σεσσιον ισ:

Ιντροδυχτιον το Ινϖεστmεντσ

Χηιχαγο, Οχτοβερ 24−25, 2017

Τηισ προγραm φαmιλιαριζεσ φυνδ σπονσορ τρυστεεσ, σταφφ, ανδ ασσετ 

mαναγεmεντ αδϖισερσ ωιτη βασιχ ινϖεστmεντ τηεορψ, τερmινολογψ, 

ανδ πραχτιχεσ. Ιτ λαστσ ονε−ανδ−α−ηαλφ δαψσ ανδ ισ δεσιγνεδ φορ ιν−

διϖιδυαλσ ωηο ηαϖε λεσσ τηαν τωο ψεαρσ οφ εξπεριενχε ωιτη ασσετ−

mαναγεmεντ οϖερσιγητ ανδ/ορ συππορτ ρεσπονσιβιλιτιεσ. Τυιτιον φορ 

τηε Ιντροδυχτορψ �Χαλλαν Χολλεγε� σεσσιον ισ ∃2,350 περ περσον. 

Τυιτιον ινχλυδεσ ινστρυχτιον, αλλ mατεριαλσ, βρεακφαστ ανδ λυνχη ον 

each day, and dinner on the irst evening with the instructors.

Χυστοmιζεδ Σεσσιονσ

Τηε �Χαλλαν Χολλεγε� ισ εθυιππεδ το χυστοmιζε α χυρριχυλυm το 

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 ωωω.χαλλαν.χοm/εϖεντσ/χαλλαν−χολλεγε−ιντρο ορ 

χονταχτ Κατηλεεν Χυννιε: 415.274.3029 / χυννιε≅χαλλαν.χοm

Υνιθυε πιεχεσ οφ ρεσεαρχη τηε 

Ινστιτυτε γενερατεσ εαχη ψεαρ50+

Τοταλ αττενδεεσ οφ τηε �Χαλλαν 

Χολλεγε� σινχε 19943,500 Ψεαρ τηε Χαλλαν Ινστιτυτε  

ωασ φουνδεδ1980

Αττενδεεσ (ον αϖεραγε) οφ τηε 

Ινστιτυτε�σ αννυαλ Νατιοναλ Χονφερενχε525

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. Callan is committed to ensuring that we do not consider an investment manager’s business relationship with 
Callan, or lack thereof, in performing evaluations for or making suggestions or recommendations to its other clients.  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  

June 30, 2017

Knowledge. Experience. Integrity.  Page 1 of 3 

Manager Name 
1607 Capital Partners, LLC 
Aberdeen Asset Management PLC 
Acadian Asset Management LLC 
AEGON USA Investment Management 
AEW Capital Management 
Affiliated Managers Group, Inc. 
Alcentra 
AllianceBernstein 
Allianz Global Investors  
Allianz Life Insurance Company of North America 
American Century Investments 
Amundi Smith Breeden LLC 
Angelo, Gordon & Co. 
Apollo Global Management 
AQR Capital Management 
Ares Management LLC 
Ariel Investments, LLC 
Aristotle Capital Management, LLC 
Artisan Holdings 
Atlanta Capital Management Co., LLC 
Aviva Investors Americas 
AXA Investment Managers 
Baillie Gifford Overseas Limited  
Baird Advisors 
Bank of America 
Barings LLC 
Baron Capital Management, Inc. 
Barrow, Hanley, Mewhinney & Strauss, LLC 
Black Creek Investment Management Inc. 
BlackRock 
BMO Global Asset Management 
BNP Paribas Investment Partners 
BNY Mellon Asset Management 
Boston Partners  
Boyd Watterson Asset Management, LLC 
Brandes Investment Partners, L.P. 

Manager Name 
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 
Chicago Equity Partners, LLC 
ClearBridge Investments, LLC  
Cohen & Steers Capital Management, Inc. 
Columbia Management Investment Advisers, LLC 
Columbus Circle Investors 
Cornerstone Capital Management 
Cramer Rosenthal McGlynn, LLC 
Credit Suisse Asset Management 
Crestline Investors, Inc. 
D.E. Shaw Investment Management, L.L.C. 
DePrince, Race & Zollo, Inc. 
Deutsche Asset  Management 
Diamond Hill Capital Management, Inc. 
Dimensional Fund Advisors LP 
Doubleline 
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 Corporation 
First Eagle Investment Management, LLC 
First Hawaiian Bank Wealth Management Division 
Fisher Investments 
Franklin Templeton 
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Manager Name 

Franklin Templeton Institutional 

Fred Alger Management, Inc. 

Fuller & Thaler Asset Management, Inc. 

GAM (USA) Inc. 

Global Evolution USA 

GlobeFlex Capital, L.P. 

GMO 

Goldman Sachs Asset Management 

Gryphon International Investment Corporation 

Guggenheim Investments 

GW&K Investment Management 

Harbor Capital Group Trust 

Harding Loevner LP 

Hartford Funds 

Hartford Investment Management Co. 

Heitman LLC 

Henderson Global Investors 

Hotchkis & Wiley Capital Management, LLC 

HSBC Global Asset Management 

Income Research + Management, Inc. 

Insight Investment Management Limited 

INTECH Investment Management, LLC 

Invesco 

Investec Asset Management 

Ivy Investments 

Jacobs Levy Equity Management, Inc. 

Janus Capital Management, LLC 

Jensen Investment Management 

Jobs Peak Advisors  

J.P. Morgan Asset Management 

KeyCorp 

Lazard Asset Management 

Legal & General Investment Management America 

Lincoln National Corporation 

LMCG Investments, LLC 

Logan Circle Partners, L.P. 

Longfellow Investment Management Co. 

Longview Partners 

Loomis, Sayles & Company, L.P. 

Lord Abbett & Company 

Los Angeles Capital Management 

LSV Asset Management 

MacKay Shields LLC 

Macquarie Investment Management (formerly Delaware 
Investments) 

Man Investments Inc. 

Manulife Asset Management 

McKinley Capital 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 

New York Life Investment Management LLC 

Newfleet Asset Management LLC 

Newton Investment Management (fka Newton Capital Mgmt) 

Nikko Asset Management Co., Ltd. 

Manager Name 

Northern Trust Asset Management 

Nuveen Investments, Inc. 

OFI Global Asset Management 

Old Mutual Asset Management 

O’Shaughnessy Asset Management, LLC 

Pacific Investment Management Company 

Peregrine Capital Management, Inc. 

PGIM 

PGIM Fixed Income 

PineBridge Investments 

Pioneer Investments 

PNC Capital Advisors, LLC 

PPM America 

Principal Global Investors  

Private Advisors, LLC 

Putnam Investments, LLC 

Pzena Investment Management, LLC 

QMA (Quantitative Management Associates) 

RBC Global Asset Management 

Record Currency Management Ltd. 

Regions Financial Corporation 

RidgeWorth Capital Management, Inc. 

Rockefeller & Co., Inc. 

Rothschild Asset Management, Inc. 

Russell Investments 

Santander Global Facilities 

Schroder Investment Management North America Inc. 

Smith, Graham & Co. Investment Advisors, L.P. 

Smith Group Asset Management 

South Texas Money Management, Ltd. 

Standard Life Investments Limited 

Standish 

State Street Global Advisors 

Stone Harbor Investment Partners, L.P. 

Strategic Global Advisors 

T. Rowe Price Associates, Inc. 

Taplin, Canida & Habacht 

Teachers Insurance & Annuity Association of America 

The Boston Company Asset Management, LLC 

The Hartford 

The London Company 

The TCW Group, Inc. 

Thompson, Siegel & Walmsley LLC 

Thornburg Investment Management, 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) 

Vulcan Value Partners, LLC 

Wasatch Advisors, Inc. 

WCM Investment Management 

WEDGE Capital Management 

Wedgewood Partners, Inc. 

Wellington Management Company, LLP 

Wells Capital Management 

Western Asset Management Company 
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Manager Name 

William Blair & Company 

Manager Name 

WisdomTree Asset Management 
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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 2017 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 June 30, 2017

R
e
tu

rn
s

(2%)

0%

2%

4%

6%

8%

10%

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

vs vs vs vs vs vs
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(50)
(48)

(73)

(75)

(70)

(50)

10th Percentile 6.22 6.40 8.83 1.77 4.47 3.68
25th Percentile 4.94 4.32 7.90 1.66 4.22 2.64

Median 3.09 2.33 6.75 1.54 3.96 1.74
75th Percentile 2.07 0.66 6.07 1.45 3.71 1.33
90th Percentile 1.23 (0.37) 5.26 1.35 3.16 0.55

Index 3.09 2.46 6.12 1.45 3.81 1.75

Range of Separate Account Manager Returns by Asset Class
One Year Ended June 30, 2017
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10th Percentile 24.98 29.03 26.38 1.58 5.05 12.34
25th Percentile 22.01 26.14 23.72 0.95 2.44 9.87

Median 19.14 23.16 21.05 0.37 (2.43) 7.41
75th Percentile 16.69 20.83 18.04 (0.07) (3.65) 4.62
90th Percentile 14.43 17.94 15.35 (0.39) (4.46) 0.23

Index 17.90 24.60 20.27 (0.31) (5.01) 6.97
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Ηαππψ Χαmπερσ  

ΠΡΙςΑΤΕ ΕΘΥΙΤΨ

Α βυχολιχ συmmερ ηασ 

φαϖορεδ τηε πριϖατε εθυιτψ 

mαρκετ, ωιτη mοδερατε 

ινχρεασεσ αχροσσ τρανσαχτιοναλ 

mεασυρεσ ανδ λιθυιδιτψ ρεmαινινγ 

hearty. Fundraising inished the 
θυαρτερ αηεαδ οφ λαστ ψεαρ, βυψουτ 

ινϖεστmεντ σηοωεδ λαργε γαινσ, ανδ 

ϖεντυρε ινϖεστmεντ τιχκεδ υπ.

Ασ τηε Wορλδ Χηυρνσ, 

Dεσπαχιτο 

ΗΕDΓΕ ΦΥΝDΣ

Τηε Χρεδιτ Συισσε 

Ηεδγε Φυνδ Ινδεξ ροσε 

0.8%, ωηιλε τηε mεδιαν 

mαναγερ ιν τηε Χαλλαν Ηεδγε Φυνδ−

οφ−Φυνδσ Dαταβασε αδϖανχεδ 

0.9%. Γροωτη ιν Ευροπε ανδ ϑαπαν 

τηισ θυαρτερ προϖιδεδ α φριενδλψ σετ−

τινγ φορ ηεδγε φυνδσ σεεκινγ αλτερ−

νατιϖε ρισκσ.

Βεστ Ρετυρν φορ DΧ 

Ινδεξ Σινχε 2013

DΕΦΙΝΕD ΧΟΝΤΡΙΒΥΤΙΟΝ

Τηε Χαλλαν DΧ Ινδεξ� 

climbed 4.7% in the irst 
θυαρτερ, ιτσ ηιγηεστ θυαρ−

τερλψ ρετυρν σινχε τηε ενδ οφ 2013, 

αφτερ αν 8.0% γαιν ιν 2016. Βυτ τηε 

DΧ Ινδεξ διδ mαρκεδλψ λαγ τηε Αγε 

45 Ταργετ Dατε Φυνδ (+5.6%). Πλαν 

βαλανχεσ γρεω 4.74%, πριmαριλψ 

δριϖεν βψ ινϖεστmεντ ρετυρνσ. 

Σοmε Ποσιτιϖε Σιγνσ 

Εmεργινγ

ΡΕΑΛ ΕΣΤΑΤΕ

Τηε ΝΧΡΕΙΦ Προπερτψ 

Ινδεξ ρεβουνδεδ φροm 

λαστ θυαρτερ�σ σεϖεν−ψεαρ 

λοω ρετυρν ωηιλε τηε ΝΧΡΕΙΦ Οπεν 

End Diversiied Core Equity 
Ινδεξ σετ α νεω σεϖεν−ψεαρ λοω. 

Υ.Σ. ΡΕΙΤσ υνδερπερφορmεδ γλοβαλ 

ΡΕΙΤσ, βυτ στιλλ mαναγεδ το γενερ−

ατε ποσιτιϖε ρετυρνσ.

Μανψ Φυνδσ �Ρισκ Υπ� 

φορ Ρετυρνσ

ΦΥΝD ΣΠΟΝΣΟΡ

Μανψ φυνδ σπονσορσ φεελ 

χοmπελλεδ το τακε ον 

συβσταντιαλ mαρκετ ρισκ 

το αττεmπτ το χλοσε α φυνδινγ γαπ ορ 

mεετ σπενδινγ νεεδσ ωιτηουτ εροδ−

ινγ τηε χορπυσ. Φυνδ σπονσορσ αρε 

further focusing on diversiication 
ωιτηιν εαχη ασσετ χλασσ το ηελπ mιτι−

γατε τηειρ οϖεραλλ ρισκ.

Κνοωλεδγε. Εξπεριενχε. Ιντεγριτψ.

Σεχονδ Θυαρτερ 2017

Why Is Inlation  
Σο Λοω?

ΕΧΟΝΟΜΨ

Βοτη πριχε ανδ ωαγε 

inlation remain subdued, 
εϖεν αφτερ ειγητ ψεαρσ οφ 

recovery, when inlationary pres−

συρεσ τψπιχαλλψ βυιλδ. Wηψ? Τηερε 

ισ νο χονσενσυσ ον τηε χαυσε, βυτ 

βοτη ισσυεσ ωειγη ηεαϖιλψ ον τηε 

Φεδ ασ ιτ χηαρτσ φυτυρε ρατε ηικεσ 

ανδ υνωινδσ ιτσ βαλανχε σηεετ.

2
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Μανψ Σηοχκσ, βυτ Νο 

Σιγνσ οφ Σλοωινγ

ΕΘΥΙΤΨ

Υ.Σ. στοχκσ ινχηεδ 

ηιγηερ, δεσπιτε τυρβυλεντ 

εϖεντσ ιν τηε νεωσ, ανδ 

τηε Σ&Π 500 Ινδεξ ηιτ α ρεχορδ ηιγη 

δυρινγ τηε σεχονδ θυαρτερ. Νον−Υ.Σ. 

δεϖελοπεδ εθυιτψ ουτπερφορmεδ ιτσ 

Υ.Σ. χουντερπαρτ, ηελπεδ βψ α ωεακ 

Υ.Σ. δολλαρ, ωηιλε εmεργινγ mαρκετσ 

ουτπαχεδ δεϖελοπεδ mαρκετσ.

4
Π Α Γ Ε

Ον τηε Ηυντ φορ Μορε 

Ψιελδ Γλοβαλλψ

ΦΙΞΕD ΙΝΧΟΜΕ 

Ιν τηειρ χοντινυεδ ηυντ 

φορ σταβλε ψιελδσ, ινϖεσ−

τορσ γραϖιτατεδ το χορπο−

ρατε βονδσ ιν τηε Υ.Σ., ανδ φαϖορεδ 

mυνιχιπαλ βονδσ οϖερ Τρεασυριεσ. 

Υνηεδγεδ νον−Υ.Σ. βονδσ γοτ ηελπ 

φροm τηε ωεακ δολλαρ, ωηιλε εmεργ−

ing market ixed income saw strong 
δεmανδ φροm ψιελδ−ηυνγρψ ινϖεστορσ.
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14
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15
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11
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ΧΑΛΛΑΝ 
ΙΝΣΤΙΤΥΤΕ Χαπιταλ 

Μαρκετ  
Ρεϖιεω

Βροαδ Μαρκετ Θυαρτερλψ Ρετυρνσ

+5.8% +1.4%+3.0% +3.5%

U.S. Equity
Ρυσσελλ 3000

Υ.Σ. Φιξεδ Ινχοmε
Βλοοmβεργ Βαρχλαψσ Αγγ

Non-U.S. Equity
ΜΣΧΙ ΑΧWΙ εξ ΥΣΑ

Νον−Υ.Σ. Φιξεδ Ινχοmε
Βλοοmβεργ Βαρχλαψσ Γβλ εξ ΥΣ

Sources: Bloomberg Barclays, MSCI, Russell Investment Group
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Why Is Inlation So Low? 
ΕΧΟΝΟΜΨ |  ϑαψ Κλοεπφερ

Wε αρε νοω ειγητ ψεαρσ ιντο τηε εχονοmιχ ρεχοϖερψ ιν τηε Υ.Σ., 

αργυαβλψ τηε λαττερ σταγεσ οφ α mατυρε εξπανσιον ανδ ατ α ποιντ 

where inlationary pressures typically begin to build. Yet price 
and wage inlation remain stubbornly subdued. Headline and 
particularly core inlation have drifted down over the past sev−

eral months. Headline inlation (the CPI – All Urban) climbed 
αβοϖε 2% ιν Dεχεmβερ 2016 ανδ σταψεδ νεαρ 2.5% υντιλ Μαψ 

2017, ωηεν ιτ βεγαν το εββ. Τηε Ινδεξ ωασ υνχηανγεδ ιν ϑυνε, 

meaning zero inlation month to month; the year-over-year 
change is now 1.6%. The Fed’s targeted measure of core inla−

τιον (περσοναλ χονσυmπτιον εξπενδιτυρεσ (ΠΧΕ) λεσσ φοοδ ανδ 

ενεργψ) σλιππεδ το α ψεαρ−οϖερ−ψεαρ γαιν οφ ϕυστ 1.4% ιν Μαψ 

and will likely show a lattening similar to the CPI-U in June. 
This decline in core inlation is both bafling and frustrating to 
τηε Φεδ, ανδ ιτ προϖιδεσ α ηεαδωινδ το ιτσ εφφορτσ το βρινγ ιντερεστ 

ρατεσ βαχκ το �νορmαλ.�

Λοω ωαγε γροωτη ισ αλσο α mψστερψ ιν τηε Υ.Σ., ωηερε ιτ ηασ 

ρεmαινεδ βελοω 3% φορ ψεαρσ ωηιλε τηε υνεmπλοψmεντ ρατε ηασ 

φαλλεν το α 16−ψεαρ λοω οφ 4.4% ιν ϑυνε, ανδ στοριεσ οφ τιγητ λαβορ 

mαρκετσ αβουνδ ιν ινδυστριεσ αρουνδ τηε χουντρψ.

The explanations for persistent low inlation are varied, but 
τηερε ισ νο χονσενσυσ ον τηε χαυσε. Τηε mοστ πλαυσιβλε ρεα−

sons include: 1) lackluster global growth; 2) excess industrial 
capacity, much of it in China, pushing down goods prices; and 
3) technology, speciically product and process innovations that 
σλαση προδυχτιον χοστσ.

Wεακ ωαγε γροωτη ισ mορε οφ α χονυνδρυm, εσπεχιαλλψ ιν εχον−

οmιεσ συχη ασ τηε Υ.Σ. τηατ αππεαρ το βε ατ φυλλ εmπλοψmεντ. 

Wηψ ηασν�τ τηε ϕοβ mαρκετ πρεσσυρε πυσηεδ υπ οϖεραλλ ωαγεσ? 

Μορε πλαυσιβλε εξπλανατιονσ ινχλυδε: 1) α λαργε ποολ ρεmαινσ 

of workers not properly captured in the oficial unemployment 
data (discouraged workers, the long-term unemployed); 2) the 
ρεπλαχεmεντ οφ ρετιρινγ ηιγηερ−ωαγε βαβψ βοοmερσ ωιτη λοωερ−

wage young workers, skewing the average wage downward; 

3) ποορ προδυχτιϖιτψ γροωτη, παιρεδ ωιτη 4) υσε οφ τεχηνολογψ 

το ρεπλαχε ωορκερσ ωιτη χαπιταλ, παρτιχυλαρλψ ιν λοω−ωαγε, λοω−

skilled jobs; and 5) a related shift in market power from labor to 
χαπιταλ. Νονε οφ τηεσε φαχτορσ αλονε εξπλαιν τηε περσιστενχε οφ 

low inlation and low wage growth, but the interaction of these 
φαχτορσ τελλσ α βελιεϖαβλε στορψ.
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Υ.Σ. ΕΧΟΝΟΜΨ (Χοντινυεδ)

In addition to the conundrum of low inlation, the state of 
γροωτη ωειγησ ηεαϖιλψ ον τηε Φεδ�σ δελιβερατιονσ ον τηε πατη 

το φυτυρε ιντερεστ ρατε ηικεσ ανδ τηε σιζε οφ ιτσ βαλανχε σηεετ. 

Σεχονδ θυαρτερ ΓDΠ γροωτη χαmε ιν ατ 2.6%, ρουγηλψ ιν λινε 

with expectations. The solid (if unspectacular) igure built on 
the upward revision to disappointing data in the irst quarter, 
ωηιχη ωασ αδϕυστεδ υπ φροm 0.7% το 1.2%. Χονσυmερ σπενδ−

ινγ, ϕοβ γροωτη, ανδ χαπιταλ σπενδινγ ηαϖε βεεν στρονγ ενουγη 

το εναβλε τηε Υ.Σ. εχονοmψ το αmβλε ον ατ α ρεασοναβλε ιφ 

υνσπεχταχυλαρ (αλτηουγη σοmετιmεσ ηαλτινγ) παχε φορ ειγητ 

ψεαρσ. Χονσυmερ σπενδινγ ηασ βεεν τηε ενγινε φορ γροωτη, 

ινχρεασινγ φαστερ τηαν ΓDΠ (2.8% ιν τηε σεχονδ θυαρτερ), ανδ 

συππορτεδ βψ γαινσ ιν εmπλοψmεντ, δισποσαβλε ινχοmε, ανδ 

ηουσεηολδ ωεαλτη. Τηε χοmβινατιον οφ α στρονγ ϕοβ mαρκετ, 

χοντινυεδ στοχκ mαρκετ γαινσ, ανδ τηε εξπεχτατιον φορ ταξ χυτσ 

χοmινγ φροm τηε Τρυmπ αδmινιστρατιον ανδ τηε Ρεπυβλιχαν 

Congress has fueled consumer conidence, and with it spend−

ing, since the start of 2017—although conidence did take a 
βρεατηερ ιν τηε σεχονδ θυαρτερ.

Business ixed investment enjoyed a strong irst quarter with a 
7.2% γαιν, δριϖεν βψ χλοσε το 15% γροωτη ιν στρυχτυρεσ (ινχλυδ−

ινγ οιλ ανδ γασ mινινγ), ανδ φολλοωεδ ωιτη ανοτηερ 5% γαιν ιν τηε 

σεχονδ θυαρτερ. Τηε ρεβουνδ ιν τηε οιλ ανδ γασ σεχτορ συγγεστσ 

τηε σπενδινγ ον χαπιταλ ηασ βυιλτ σοmε mοmεντυm.

Ρεσιδεντιαλ ηουσινγ σπενδινγ τοοκ α ηιτ ιν τηε σεχονδ θυαρτερ, 

falling by 6.8%, somewhat in deiance of the laws of economics 
ασ τηε συππλψ οφ ηοmεσ φορ σαλε ισ νοτ κεεπινγ υπ ωιτη δεmανδ. 

Τηε νατιον−ωιδε αϖεραγε πριχε φορ α νεω ηοmε ρεαχηεδ αν 

all-time high in May, topping $400,000. High prices should be 
δριϖινγ βυιλδερσ το βυιλδ, βυτ τηε περmιτσ ανδ σταρτσ φορ βοτη 

σινγλε−φαmιλψ ανδ mυλτι−φαmιλψ ηοmεσ δεχλινεδ ιν Μαψ βεφορε 

ρεχοϖερινγ σοmεωηατ ιν ϑυνε. Τηε ρεστραιντ ον χονστρυχτιον 

αχτιϖιτψ mαψ στεm φροm τιγητενεδ στανδαρδσ ον χοmmερχιαλ 

ρεαλ εστατε λοανσ, παρτιχυλαρλψ ον mυλτι−φαmιλψ ηοmεσ, ανδ ρισινγ 

ιντερεστ ρατεσ.

Τηε Λονγ−Τερm ςιεω  

2017

2νδ Θτρ

Περιοδσ ενδεδ Dεχ. 31, 2016

Ινδεξ Ψεαρ 5 Ψρσ 10 Ψρσ 25 Ψρσ

U.S. Equity
Ρυσσελλ 3000 3.02 12.74 14.67 7.07 9.29

Σ&Π 500 3.09 11.96 14.66 6.95 9.15

Ρυσσελλ 2000 2.46 21.31 14.46 7.07 9.69

Non-U.S. Equity
ΜΣΧΙ ΑΧWΙ εξ ΥΣΑ 5.78 4.50 5.00 0.96 –

ΜΣΧΙ Εmεργινγ Μαρκετσ 6.27 11.19 1.28 1.84 –

ΜΣΧΙ ΑΧWΙ εξ ΥΣΑ Σmαλλ Χαπ 8.07 3.78 9.67 3.03 6.70

Φιξεδ Ινχοmε

Βλοοmβεργ Βαρχλαψσ Αγγ 1.45 2.65 2.23 4.34 5.63

90−Dαψ Τ−Βιλλ 0.20 0.33 0.12 0.80 2.71

Βλοοmβεργ Βαρχλαψσ Λονγ Γ/Χ 4.39 6.67 4.07 6.85 7.58

Βλοοmβεργ Βαρχλαψσ Γλ Αγγ εξ ΥΣ 3.55 1.49 −1.39 2.44 4.73

Ρεαλ Εστατε

ΝΧΡΕΙΦ Προπερτψ 1.75 7.97 10.91 6.93 8.63

ΦΤΣΕ ΝΑΡΕΙΤ Εθυιτψ 1.52 8.52 12.01 5.08 11.13

Αλτερνατιϖεσ

CS Hedge Fund 0.76 1.25 4.34 3.75 –

Χαmβριδγε ΠΕ∗ – 9.20 12.78 9.40 15.39

Βλοοmβεργ Χοmmοδιτψ −3.00 11.77 −8.95 −5.57 2.55

Γολδ Σποτ Πριχε −0.71 8.63 −5.97 6.08 4.82

Inlation – CPI-U 0.47 2.07 1.36 1.81 2.26

*Most recent quarterly data not available.

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

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

of  Economic Analysis.

Ρεχεντ Θυαρτερλψ Εχονοmιχ Ινδιχατορσ

2Θ17 1Θ17 4Θ16 3Θ16 2Θ16 1Θ16 4Θ15 3Θ15

Employment Cost–Total Compensation Growth 2.4% 2.4% 2.2% 2.3% 2.3% 1.9% 2.0% 2.0%

Nonfarm Business–Productivity Growth 1.3%∗ 0.0% 1.8% 3.3% −0.1% −0.7% −2.0% 1.8% 

ΓDΠ Γροωτη 2.6% 1.2% 1.8% 2.8% 2.2% 0.6% 0.5% 1.6%

Μανυφαχτυρινγ Χαπαχιτψ Υτιλιζατιον 75.5% 75.3% 75.1% 74.9% 75.1% 75.4% 75.4% 75.7%

Χονσυmερ Σεντιmεντ Ινδεξ (1966=100)  96.4  97.2  93.2  90.3  92.4  91.5  91.3  90.8

*Estimate.

Sources: Bureau of  Economic Analysis, Bureau of  Labor Statistics, Federal Reserve, IHS Economics, Reuters/University of  Michigan.
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Μανψ Φυνδσ �Ρισκ Υπ� φορ Ρετυρνσ 

ΦΥΝD ΣΠΟΝΣΟΡ |  Τοδδ Χαραβασι, Τοm Σηινγλερ

Φυνδ σπονσορσ αρε βεγιννινγ το χοmε το γριπσ ωιτη λοωερ 

χαπιταλ mαρκετ ρετυρν εξπεχτατιονσ. Πενσιον φυνδσ αρε ρεδυχ−

ινγ αχτυαριαλ ρετυρν ασσυmπτιονσ, ανδ ενδοωmεντσ ανδ φουν−

δατιονσ αρε δισχυσσινγ ανδ mακινγ αδϕυστmεντσ το σπενδινγ 

ρυλεσ. Σοmε φυνδσ αρε αδδρεσσινγ τηισ ισσυε βψ τακινγ ον συβ−

σταντιαλ mαρκετ ρισκ (80%−85% ιν ρισκψ ασσετσ) το αττεmπτ το 

χλοσε α φυνδινγ γαπ ορ mεετ σπενδινγ νεεδσ ωιτηουτ εροδινγ 

the corpus. Fund sponsors are further focusing on diversiica−

τιον ωιτηιν εαχη ασσετ χλασσ το ηελπ mιτιγατε τηειρ οϖεραλλ ρισκ.

Φυνδ σπονσορσ φαχε τηε χηαλλενγε οφ λοοκινγ φορ ινϖεστmεντσ 

ωιτη αττραχτιϖε ρεαλ ρετυρν εξπεχτατιονσ ωηιλε σεεκινγ ατ λεαστ 

some diversiication to the beta of equities to smooth the ride 
within the growth allocation. By focusing on diversiiers, funds 
χαν χονσιδερ αδδινγ ινϖεστmεντσ λικε ηιγη ψιελδ, λοω−ϖολατιλιτψ 

εθυιτψ, ηεδγε φυνδσ, mυλτι−ασσετ χλασσ φυνδσ, ανδ οπτιονσ−

βασεδ στρατεγιεσ. Τηισ αλσο αλλοωσ φορ νεω στρατεγιεσ το βε 

brought into the fold, based on anticipated diversiication ben−

eits or return enhancement. This broadening of growth assets 

0%

2%

4%

6%

  Public Corporate Endow/Fndn Taft-Hartley
  Database Database Database Database

 10th Percentile 3.57 4.45 3.67 3.25

 25th Percentile 3.31 3.81 3.34 2.94

 Median 3.04 3.20 3.04 2.67

 75th Percentile 2.62 2.67 2.68 2.34

 90th Percentile 2.23 2.07 2.26 2.05

Χαλλαν Φυνδ Σπονσορ Ρετυρνσ φορ τηε Θυαρτερ

Source: Callan

U.S. Fixed 

Non-U.S. Fixed

Global Balanced

Real Estate

Hedge Funds

Other Alternatives

Cash

U.S. Balanced

U.S. Equity

Non-U.S. Equity

Global Equity1.6%

1.7%

Public

3.04%*

35.7%

16.0%

26.2%

1.6%

2.4%

6.7%
0.9%

4.1%

2.7%

1.3%

Endowment/

Foundation

3.04%*

34.8%

18.1%

18.9%

1.9%

0.9%

0.6%

7.1%

2.1%

6.1%

1.9%

Taft-Hartley

2.67%*

0.4%

Corporate

3.20%*

0.5%

2.0%

0.4% 0.6%

36.9%

25.9%

11.8%

0.6%

4.2%

11.8%

4.0%

14.4%

2.3%

28.0%

39.2%

2.3%

0.6%

0.7%
3.1%

4.1%

3.6%

Χαλλαν Φυνδ Σπονσορ Αϖεραγε Ασσετ Αλλοχατιον

*Latest median quarter return.

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

Source: Callan

can lead to a sharper focus on reining ixed income exposure 
το γαιν α �πυρερ� εξποσυρε το ιντερεστ ρατε σενσιτιϖιτψ ανδ το 

σερϖε ασ αν ανχηορ το τηε πορτφολιο ιν α βεαρ mαρκετ (ε.γ., αλλο−

cating the ixed income portfolio to long-duration Treasuries).
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ΦΥΝD ΣΠΟΝΣΟΡ (Χοντινυεδ)
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Source: Callan. Callan’s database includes the following groups: public deined beneit, corporate deined beneit, endowments/foundations, and Taft-Hartley plans. 

Approximately 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.

Ατ τηε σαmε τιmε, ωιτη Υ.Σ. εθυιτιεσ χοντινυινγ τηειρ υνπρεχ−

εδεντεδ ποσιτιϖε ρυν, φυνδ σπονσορσ αρε ασκινγ τηε θυεστιον 

�Wηψ διϖερσιφψ?� Τηε ανσωερ: Wηιλε ρεσυλτσ ιν νον−Υ.Σ. εθυιτψ, 

ρεαλ ασσετσ, ανδ αλτερνατιϖεσ ηαϖε λαγγεδ Υ.Σ. εθυιτιεσ ιν τηε 

last ive years, their longer-term diversifying characteristics 
ωαρραντ χονσιδερατιον.

Τηε αχτιϖε/πασσιϖε δισχυσσιον χοντινυεσ το λοοm λαργε. Τηε 

αργυmεντ το ρεταιν αχτιϖε mαναγερσ το προτεχτ ιν α δοων mαρ−

κετ ανδ βε νιmβλε ιν α ϖολατιλε, λοω−ρετυρν ενϖιρονmεντ ισ χοm−

πελλινγ το σοmε, βυτ mανψ φυνδ σπονσορσ αρε ωεαρψ οφ ηιστοριχαλ 

υνδερπερφορmανχε βψ αχτιϖε εθυιτψ mαναγερσ. Αδδιτιοναλλψ, τηε 

υσε οφ πασσιϖε mαναγεmεντ ηελπσ χοντρολ χοστσ.

Callan has observed the following trends over the last ive 
ψεαρσ:

 – The U.S. ixed income allocations for corporate plan spon−

σορσ ηασ ινχρεασεδ οϖεραλλ ανδ ηασ βεχοmε mορε ωιδελψ δισ−

περσεδ ασ πλανσ τακε διφφερεντ στεπσ το δε−ρισκ πλαν ασσετσ.

 – Μανψ πυβλιχ φυνδσ ηαϖε ινχρεασεδ τηειρ αλλοχατιον το νον−Υ.Σ. 

εθυιτψ, ρεαλ εστατε, ανδ οτηερ αλτερνατιϖεσ ατ τηε εξπενσε 

of ixed income and U.S. equity. Simultaneously, some of 
the ixed income exposure has become more equity-like in 
νατυρε, ωιτη αλλοχατιονσ το αρεασ λικε ηιγη ψιελδ.

 – Ενδοωmεντσ ανδ φουνδατιονσ ηαϖε χοντινυεδ το mοϖε 

assets from ixed income to asset classes with expectations 
φορ ηιγηερ ρετυρνσ, συχη ασ γλοβαλ εθυιτψ ανδ ρεαλ εστατε.

Α 60% Σ&Π 500/40% Βλοοmβεργ Βαρχλαψσ Υ.Σ. Αγγρεγατε 

Βονδ Ινδεξ πορτφολιο ρετυρνεδ 10.4% οϖερ τηε ψεαρ ενδεδ 

ϑυνε 30, 2017. Αλλ οφ τηε βροαδ φυνδ σπονσορ γρουπσ τραχκεδ ιν 

Χαλλαν�σ δαταβασε τοππεδ τηε 60/40 πορτφολιο οϖερ τηατ περιοδ. 

Ενδοωmεντσ ανδ φουνδατιονσ υνδερπερφορmεδ οτηερ φυνδ 

sponsor groups over the past three, ive, and ten years. But 
τηεψ διδ ηαϖε τηε βεστ περφορmανχε οϖερ τηε λαστ ψεαρ.

Taft-Hartley plans were the best-performing group over the 
past three and ive years. Corporate plans beat other groups 
οϖερ τηε λαστ 10 ψεαρσ.
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+3.0%
ΡΥΣΣΕΛΛ 3000

Υ.Σ. Στοχκσ: Σηοχκσ, βυτ Νο Σλοωινγ

Dεσπιτε αν ινχρεασε ιν ιντερεστ ρατεσ 

ανδ τυρβυλεντ εϖεντσ ιν τηε νεωσ, 

ινχλυδινγ δισρυπτιονσ ωιτηιν τηε Τρυmπ 

αδmινιστρατιον ανδ τερροριστ ατταχκσ ιν 

τηε Υ.Κ., Υ.Σ. στοχκσ χοντινυεδ το ινχη ηιγηερ δυρινγ τηε σεχονδ 

θυαρτερ. Αmιδ τηισ ϖολατιλε mαχρο βαχκδροπ, Σ&Π 500 χοmπα−

νιεσ ρεπορτεδ τηε στρονγεστ θυαρτερλψ εαρνινγσ γροωτη ρατε ιν σιξ 

years (70% reported proits above expectations), and the Σ&Π 

500 Ινδεξ ηιτ α ρεχορδ ηιγη δυρινγ τηε θυαρτερ.

Λαργε χαπ στοχκσ ουτπερφορmεδ mιδ ανδ σmαλλ χαπσ (Σ&Π 500 

Index: +3.1%; Ρυσσελλ 2000 Ινδεξ: +2.5%). Στρονγ εαρνινγσ 

ρεπορτσ ουτ οφ λαργε χαπ στοχκσ χοντριβυτεδ το τηειρ λεγ υπ 

οϖερ σmαλλ χαπ. Λαργε χαπ ωασ αλσο βυοψεδ βψ τηε χοντινυεδ 

low of assets into passively managed strategies, especially 
ΕΤΦ ϖεηιχλεσ.

Σmαλλ χαπ ϖαλυατιονσ κεπτ στρετχηινγ ηιγηερ ανδ, ασ α ρεσυλτ, 

investors continued to take proits following a boon year in 
2016. Τηε χοντινυεδ εξπανσιον ιν σmαλλ χαπ mυλτιπλεσ mαψ βε 

γιϖινγ σοmε ινϖεστορσ παυσε, παρτιχυλαρλψ ασ τηε χυρρεντ εχο−

νοmιχ υπτυρν ισ νεαρινγ νινε ψεαρσ.

Global Equity 

Γροωτη ουτπερφορmεδ ϖαλυε αχροσσ λαργε ανδ σmαλλ χαπσ 

(Ρυσσελλ 1000 Γροωτη: +4.7% ϖσ. Ρυσσελλ 1000 ςαλυε: +1.3%; 
Ρυσσελλ 2000 Γροωτη: +4.4% ϖσ. Ρυσσελλ 2000 ςαλυε: +0.7%). 

Τηε στρονγ−περφορmινγ �ΦΑΑΜΓ� στοχκσ (Φαχεβοοκ, Αmαζον, 

Αππλε, Μιχροσοφτ, ανδ Γοογλε) χοmπρισεδ 22% οφ τηε Σ&Π 500�σ 

return in the second quarter versus 32% in the irst. Investors 
χοντινυεδ το βε δραων το τηε τοπ−λινε γροωτη προσπεχτσ ανδ mαρ−

ket share gains at these large, established irms.

Ινϖεστορ σεντιmεντ βροαδενεδ αχροσσ σεχτορσ ιν τηε σεχονδ 

quarter compared to the irst, as a wider range of irms reported 
positive results. Top sectors in the S&P 500 included Health 
Χαρε (+7.1%), ωηιχη ραλλιεδ ον τηε Τρυmπ αδmινιστρατιον�σ προσ−

pect of change to the Affordable Care Act; Industrials (+4.7%), 
which beneited from declining commodity prices; Financials 
(+4.2%), σπυρρεδ βψ τηε Φεδ�σ αννουνχεmεντ τηατ 34 οφ τηε 

λαργεστ βανκσ πασσεδ τηειρ στρεσσ τεστσ, τηε λαργεστ χοηορτ το δο 

so since the tests began; and Tech (+4.1%), on the continued 
ρισε οφ τηοσε ΦΑΑΜΓ στοχκσ.

Ενεργψ (−6.4%) ανδ Τελεχοm (−7.0%) ωερε τηε λαγγαρδσ. Χρυδε 

οιλ πριχεσ φελλ δυε το αν ινχρεασε ιν συππλψ, τηε ρεσυλτ οφ α mιλδερ 

winter. In addition, improving eficiency within the U.S. fracking 

Russell 1000 Russell 2000

EnergyUtilitiesConsumer 

Staples

Consumer 

Discretionary

Materials & 

Processing

TechnologyFinancial 

Services

Producer 

Durables

Health Care

7.1%

9.0%

4.6%
3.6% 1.5% 3.7% 4.0%

3.2%

-1.4%

3.0%
2.3%

1.1%

-2.8%
-1.7%

4.5%

-7.0%

-17.8%

4.2%

Θυαρτερλψ Περφορmανχε οφ Σελεχτ Σεχτορσ 

Source: Russell Investment Group
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ινδυστρψ ιmπαχτεδ πριχεσ. Wιτηιν Τελεχοm, χοmπετιτιον φορ mαρ−

ket share intensiied in the increasingly commoditized (and con−

σολιδατεδ) σπαχε.

ςαλυε στοχκσ ωερε ηυρτ βψ Χονσυmερ Σταπλεσ χοmπανιεσ ρε−

σεττινγ το mορε σενσιβλε ϖαλυατιονσ φολλοωινγ τηε στρονγ ραλλψ ιν 

2016 τηατ ρεσυλτεδ φροm τηε �ψιελδ τραδε,� ασ ινϖεστορσ σουγητ τηε 

σαφετψ οφ στρονγ διϖιδενδσ ανδ λοωερ−ϖολατιλιτψ στοχκσ.

 

Φροm α φαχτορ περσπεχτιϖε, Μοmεντυm (+7.9%) ωασ τηε τοπ−

περφορmινγ φαχτορ ωηιλε Ενηανχεδ ςαλυε (ωειγητεδ το τηε 

forward price-earnings ratio, enterprise value/cash low from 
οπερατιονσ, ανδ πριχε−το−βοοκ ϖαλυε οφ στοχκσ ιν τηε φαχτορ) 

φαρεδ ωορστ (+1.3%). Μοmεντυm ωασ φαϖορεδ ασ ινϖεστορσ 

σουγητ στοχκσ ωιτη δεmονστρατεδ εαρνινγσ γροωτη.

Νον−Υ.Σ. Στοχκσ: Ευροπε�σ Ρεχοϖερψ α Βοοστ

Νον−Υ.Σ. δεϖελοπεδ εθυιτψ ουτπερ−

φορmεδ τηε Υ.Σ. φορ τηε σεχονδ χον−

σεχυτιϖε θυαρτερ, φυελεδ βψ εχονοmιχ 

ρεχοϖερψ ιν Ευροπε ανδ mαρκετ−

φριενδλψ ουτχοmεσ ιν Ευροπεαν ελεχ−

τιονσ. Τηε ΜΣΧΙ Ευροπε Ινδεξ ϕυmπεδ 7.4% ανδ τηε ΜΣΧΙ 

Wορλδ εξ ΥΣΑ Ινδεξ νοτχηεδ α 5.6% γαιν, χοmπαρεδ το τηε 

3.1% ρισε ιν τηε Σ&Π 500.

Γαινσ ωερε βροαδ−βασεδ ανδ ηελπεδ βψ ωεακνεσσ ιν τηε Υ.Σ. 

δολλαρ, ωηιχη λοστ αβουτ 7% ϖερσυσ τηε ευρο ανδ 5% ϖερσυσ α 

βροαδ βασκετ οφ χυρρενχιεσ.

Τηε ευρο ραλλιεδ ασ α ρεσυλτ οφ ηαωκιση χοmmεντσ φροm τηε 

Ευροπεαν Χεντραλ Βανκ, χουπλεδ ωιτη ιmπροϖινγ Ευροπεαν εχο−

nomic and sentiment indicators. European Financials beneited 
φροm εξπεχτατιονσ οφ ηιγηερ ρατεσ, ανδ Ευροπεαν Ινδυστριαλσ 

ωερε προππεδ υπ βψ στρονγερ εχονοmιχ εξπεχτατιονσ.

Ενεργψ ανδ Τελεχοm Σερϖιχεσ ωερε τηε ονλψ σεχτορσ ιν δεϖελ−

οπεδ mαρκετσ ωιτη νεγατιϖε σεχονδ θυαρτερ ρετυρνσ. Ενεργψ φελλ 

ασ οιλ πριχεσ χοντινυεδ το λανγυιση δυε το αν ιmβαλανχε βετωεεν 

συππλψ ανδ δεmανδ�δεσπιτε ΟΠΕΧ�σ εφφορτσ το χυτ προδυχτιον. 

Τελεχοm Σερϖιχεσ ωερε βυφφετεδ βψ πριχινγ πρεσσυρε.

Wιτηιν τηε ΜΣΧΙ ινδιχεσ, Ευροπε εξ−Υ.Κ. ωασ υπ 8.4%, τηε Υ.Κ 

γαινεδ 4.7%, ανδ ϑαπαν ρετυρνεδ 5.2%. Σmαλλ χαπσ ουτπερ−

formed; the ΜΣΧΙ ΕΑΦΕ Σmαλλ Χαπ Ινδεξ ροσε 8.1%.

Λοοκινγ ατ τηε γλοβαλ πιχτυρε φορ στοχκσ, τηε ΜΣΧΙ ΑΧWΙ Ινδεξ 

γαινεδ 4.3%, ανδ δεϖελοπεδ ανδ εmεργινγ mαρκετσ ουτπερ−

φορmεδ τηε Υ.Σ. (ΜΣΧΙ ΑΧWΙ εξ ΥΣΑ Ινδεξ: +5.8%), δυε 

λαργελψ το βροαδ−βασεδ ωεακνεσσ ιν τηε Υ.Σ. δολλαρ.

Russell 2000

Russell 2500

Russell Midcap

S&P 500

Russell 1000 Value

Russell 1000 Growth

Russell 1000

Russell 3000

15.5%

16.5%

18.0%

18.5%

17.9%

19.8%

20.4%

24.6%

Russell 2000

Russell 2500

Russell Midcap

S&P 500

Russell 1000 Value

Russell 1000 Growth

Russell 1000

Russell 3000

1.3%

2.7%

3.1%

3.0%

3.1%

2.1%

4.7%

2.5%

U.S. Equity: Quarterly Returns 

U.S. Equity: One-Year Returns 

Sources: Russell Investment Group and Standard & Poor’s

Sources: Russell Investment Group and Standard & Poor’s

+5.8%
ΜΣΧΙ ΑΧWΙ ΕΞ ΥΣΑ

ΓΛΟΒΑΛ ΕΘΥΙΤΨ (Χοντινυεδ)



8

Εmεργινγ Μαρκετσ: Τεχη Τριυmπησ

Εmεργινγ mαρκετσ ουτπαχεδ τηε 

δεϖελοπεδ mαρκετσ φορ τηε σεχ−

ονδ στραιγητ θυαρτερ, προπελλεδ βψ 

Τεχηνολογψ χοmπανιεσ ιν Χηινα, 

Σουτη Κορεα, ανδ Ταιωαν. Τηε ΜΣΧΙ Εmεργινγ Μαρκετσ 

Ινδεξ γαινεδ 6.3%. Ινδυστρψ λεαδερσ ιν ονλινε ανδ mοβιλε χοm−

mερχε, παψmεντσ, διγιταλ mεδια, χλουδ χοmπυτινγ, ανδ σmαρτ−

πηονεσ αρε mονοπολιζινγ τηε mαρκετσ. Τηατ ινχλυδεσ Τενχεντ 

and Alibaba in China; Samsung in South Korea; and Taiwan 
Σεmιχονδυχτορ Μανυφαχτυρινγ ιν Ταιωαν.

 

Ποσιτιϖε εχονοmιχ mοmεντυm ανδ Ευροπεαν ελεχτιον ρεσυλτσ 

placed Greece (+33.8%) and Hungary (+19.4%) as the top two 
περφορmινγ χουντριεσ ιν εmεργινγ mαρκετσ. Χηινα ροσε 10.6%, 

ωηιλε Ινδια�σ γαιν ωασ mυτεδ ατ +2.9%, τηουγη ιτ ρεmαινσ α 

τοπ περφορmερ ψεαρ−το−δατε (+21%). Τηε τηρεε ωορστ−περφορmινγ 

χουντριεσ ωερε Θαταρ (−10.9%), Ρυσσια (−10.0%), ανδ Βραζιλ 

(−6.7%). Θαταρ ωασ ηιτ αφτερ φουρ Αραβ νατιονσ (Σαυδι Αραβια, 

τηε Υνιτεδ Αραβ Εmιρατεσ, Εγψπτ, ανδ Βαηραιν) ιmποσεδ αν 

εmβαργο, αχχυσινγ τηε χουντρψ οφ βαχκινγ τερρορισm. Ρυσσια 

σλυmπεδ βεχαυσε οφ δεχλινινγ οιλ πριχεσ ανδ λοοmινγ νεω 

σανχτιονσ. Ανδ χοντινυινγ πολιτιχαλ ινσταβιλιτψ ιν Βραζιλ (ινχλυδ−

ινγ Πρεσιδεντ Μιχηελ Τεmερ�σ βριβερψ σχανδαλ) ανδ χοmmοδιτψ 

πριχεσ ωειγηεδ ον τηε χουντρψ.

Θυαλιτψ, γροωτη, ανδ mοmεντυm φαχτορσ δοmινατεδ τηε mαρκετ 

γιϖεν τηε ρετυρνσ οφ λαργε χαπ τεχηνολογψ χοmπανιεσ. 

Νον−Υ.Σ. Σmαλλ Χαπ: Αλλ Οϖερ τηε Μαπ

Dεϖελοπεδ νον−Υ.Σ. σmαλλ χαπ στοχκσ 

ουτπερφορmεδ λαργε χαπ εθυιτψ, ασ 

τηεψ ωερε βεττερ ποσιτιονεδ φορ τηε 

λοχαλ εχονοmιχ ρεχοϖερψ ιν Ευροπε. 

Βυτ σmαλλ χαπ εθυιτψ λαγγεδ λαργε χαπ ιν εmεργινγ mαρκετσ, 

δυε το τηε περφορmανχε οφ τηε λαργε χαπ τεχη χοmπανιεσ. Τηε 

ΜΣΧΙ Wορλδ εξ ΥΣΑ Σmαλλ Χαπ Ινδεξ χλιmβεδ 7.3% ωηιλε τηε 

ΜΣΧΙ Εmεργινγ Μαρκετσ Σmαλλ Χαπ Ινδεξ ινχρεασεδ 2.6%. 

Ενεργψ ωασ τηε ωορστ−περφορmινγ σεχτορ ιν δεϖελοπεδ ανδ 

εmεργινγ mαρκετσ δυε το δεχλινινγ οιλ πριχεσ, ωηιχη αλσο χαυσεδ 

γροωτη το ουτπερφορm ϖαλυε ιν δεϖελοπεδ σmαλλ χαπ. Φινανχιαλσ, 

the top performing sector for the quarter, offset Energy; on the 
ηεελσ οφ ποσιτιϖε εχονοmιχ δατα ανδ ελεχτιον ρεσυλτσ, Εαστερν 

Ευροπεαν Φινανχιαλσ ραλλιεδ.

32.2%

18.2%

20.5%

20.3%

21.3%

19.5%

18.8%

24.4%

13.3%

19.2%

23.7%

19.2%

19.4%

MSCI ACWI ex USA Small Cap

MSCI ACWI

MSCI ACWI ex USA

MSCI World ex USA Small Cap

MSCI World ex USA

MSCI World

MSCI Europe ex UK

MSCI UK

MSCI Japan

MSCI Pacific ex Japan

MSCI Emerging Markets

MSCI China

MSCI Frontier Markets

10.6%

4.0%

5.8%

6.2%

7.3%

5.6%

4.3%

8.4%

4.7%

5.2%

6.3%

6.1%

1.5%

MSCI ACWI ex USA Small Cap

MSCI ACWI

MSCI ACWI ex USA

MSCI World ex USA Small Cap

MSCI World ex USA

MSCI World

MSCI Europe ex UK

MSCI UK

MSCI Japan

MSCI Pacific ex Japan

MSCI Emerging Markets

MSCI China

MSCI Frontier Markets

Non-U.S. Equity: Quarterly Returns (Υ.Σ. Dολλαρ) Non-U.S. Equity: One-Year Returns (Υ.Σ. Dολλαρ)

Source: MSCI Source: MSCI

+6.3%
ΜΣΧΙ ΕΜ

+6.2%
ΜΣΧΙ ΑΧWΙ ΕΞ ΥΣ ΣΧ

ΓΛΟΒΑΛ ΕΘΥΙΤΨ (Χοντινυεδ)
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Γλοβαλ Φιξεδ Ινχοmε

Υ.Σ. Βονδσ: Ον τηε Ηυντ φορ Ψιελδ

Χορπορατε βονδσ περφορmεδ βεστ ιν 

τηε σεχονδ θυαρτερ ον στρονγ δεmανδ. 

Ινϖεστορσ χοντινυεδ τηειρ ηυντ φορ στα−

βλε ψιελδσ τηατ αρε ηιγηερ τηαν ωηατ ισ 

αϖαιλαβλε φορ λικε−δυρατιον γοϖερνmεντ βονδσ. Τηε Βλοοmβεργ 

Βαρχλαψσ ΥΣ Χορπορατε Βονδ Ινδεξ ωασ υπ 2.5% (+3.8% 

ψεαρ το δατε), ωηιλε τηε Βλοοmβεργ Βαρχλαψσ ΥΣ Αγγρεγατε 

Βονδ Ινδεξ rose 1.4% (+2.3% YTD). Credit fundamentals 
ρεmαινεδ στρονγ ωιτη σολιδ εαρνινγσ γροωτη ανδ α mοδεστ (βυτ 

acceptable) economic growth environment; corporate balance 
σηεετσ αππεαρεδ το βε ιν γοοδ σηαπε. Ανδ αλτηουγη ρατεσ 

ηαϖε mοϖεδ ηιγηερ ον τηε φροντ ενδ, οϖεραλλ τηε χυρϖε ηασ 

lattened; the demand for yield is providing support for spread 
σεχτορσ βροαδλψ.

Τηε Βλοοmβεργ Βαρχλαψσ Χορπορατε Ηιγη Ψιελδ Ινδεξ 

ινχρεασεδ 2.2%. Λοω ιντερεστ ρατεσ χοντινυεδ το βε α χαταλψστ 

πυσηινγ ινϖεστορσ ουτ τηε ρισκ σπεχτρυm ιν σεαρχη οφ ηιγηερ 

ψιελδσ. Dεφαυλτ εξπεχτατιονσ αρε λοω αχροσσ mοστ σεχτορσ, προ−

ϖιδινγ σοmε χοmφορτ το ινϖεστορσ. Ενεργψ ωασ τηε ονλψ ηιγη−

ψιελδ σεχτορ το δεχλινε (−0.66%). Ρισινγ ινϖεντοριεσ ανδ χον−

χερν οϖερ ΟΠΕΧ πολιχψ πυτ πρεσσυρε ον οιλ πριχεσ, ωηιχη ηαϖε 

φαλλεν αππροξιmατελψ 17% σο φαρ τηισ ψεαρ.

Ιν τηε γοϖερνmεντ mαρκετ, mυνιχιπαλ βονδσ ουτπερφορmεδ 

Τρεασυριεσ. Τηε Βλοοmβεργ Βαρχλαψσ Μυνιχιπαλ Βονδ 

Ινδεξ ωασ υπ 2.0%, χοmπαρεδ το τηε Βλοοmβεργ Βαρχλαψσ 

ΥΣ Τρεασυρψ Ινδεξ (+1.2%). Ρεσυλτσ ωερε βολστερεδ βψ λοω−

ερεδ εξπεχτατιονσ φορ ταξ ρεφορm ανδ φαϖοραβλε συππλψ/δεmανδ 

technicals. The Fed, viewing inlation weakness as temporary, 
ραισεδ ρατεσ βψ 25 βασισ ποιντσ, ασ εξπεχτεδ. Τηε ψιελδ χυρϖε 

lattened over the quarter, with short rates rising and longer 

Υ.Σ. Τρεασυρψ Ψιελδ Χυρϖεσ

0%

1%

2%

3%

4%

Maturity (Years)

June 30, 2017 March 31, 2017 June 30, 2016

302520151050

Source: Bloomberg

Υ.Σ. Φιξεδ Ινχοmε: Θυαρτερλψ Ρετυρνσ Υ.Σ. Φιξεδ Ινχοmε: Ονε−Ψεαρ Ρετυρνσ

4.4%

0.8%

0.9%

0.3%

1.5%

2.2%

-0.4%

1.4%

Bloomberg Barclays Gov/Credit 1-3 Yr

Bloomberg Barclays Interm Gov/Credit

Bloomberg Barclays Aggregate

Bloomberg Barclays Long Gov/Credit

Bloomberg Barclays Universal

CS Leveraged Loans

Bloomberg Barclays Corp. High Yield

Bloomberg Barclays US TIPS

-1.1%

7.5%

-0.2%

0.3%

0.9%

12.7%

-0.6%

-0.3%

Bloomberg Barclays Gov/Credit 1-3 Yr

Bloomberg Barclays Interm Gov/Credit

Bloomberg Barclays Aggregate

Bloomberg Barclays Long Gov/Credit

Bloomberg Barclays Universal

CS Leveraged Loans

Bloomberg Barclays Corp. High Yield

Bloomberg Barclays US TIPS

Sources: Bloomberg Barclays and Credit Suisse Sources: Bloomberg Barclays and Credit Suisse

+1.4%
ΒΒ ΑΓΓΡΕΓΑΤΕ
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ρατεσ φαλλινγ. Τηε 10−ψεαρ Υ.Σ. Τρεασυρψ ψιελδ χλοσεδ τηε θυαρ−

τερ ατ 2.31%, δοων φροm 2.40% ασ οφ Μαρχη 31, τηουγη ιτ ηιτ α 

2017 λοω οφ 2.12% εαρλιερ ιν ϑυνε. Τηε 2−ψεαρ Υ.Σ. Τρεασυρψ 

ψιελδ χλιmβεδ 11 βπσ το χλοσε ατ 1.38%.

TIPS underperformed as expectations for inlation sank, a rever−
sal from the previous quarter; the Βλοοmβεργ Βαρχλαψσ ΥΣ 

ΤΙΠΣ Ινδεξ φελλ 0.4%. Τηε 10−ψεαρ βρεακεϖεν σπρεαδ (τηε διφφερ−

ενχε βετωεεν νοmιναλ ανδ ρεαλ ψιελδσ) ωασ 1.73% ασ οφ θυαρτερ−

end, down from 1.97% at the end of the irst quarter, as inlation 
χαmε ιν βελοω εξπεχτατιονσ φορ τηε τηιρδ χονσεχυτιϖε mοντη.

 

Νον−Υ.Σ. Βονδσ: Ουρ Παιν, Τηειρ Γαιν

Α ωεακερ Υ.Σ. δολλαρ ηελπεδ υνηεδγεδ 

νον−Υ.Σ. βονδσ ανδ ηινδερεδ ηεδγεδ 

βονδσ. Τηε Βλοοmβεργ Βαρχλαψσ 

Γλοβαλ Αγγρεγατε εξ−ΥΣ Βονδ 

Ινδεξ (υνηεδγεδ) ϕυmπεδ 3.5%, ωηιλε τηε ηεδγεδ Ινδεξ ροσε 

ονλψ 0.6%. Τηε Υ.Σ. δολλαρ λοστ νεαρλψ 7% ϖερσυσ τηε ευρο ανδ 

αλmοστ 5% ϖερσυσ α βροαδ βασκετ οφ δεϖελοπεδ mαρκετ χυρ−

ρενχιεσ. Ποσιτιϖε εχονοmιχ γροωτη ανδ ηαωκιση ρηετοριχ φροm 

τηε Ευροπεαν Χεντραλ Βανκ (ΕΧΒ) ανδ τηε Βανκ οφ Ενγλανδ 

δροϖε στρονγ ρεσυλτσ ιν τηε ευρο ανδ τηε Βριτιση πουνδ χοm−

παρεδ το τηε Υ.Σ. δολλαρ. Τηε θυαρτερ χλοσεδ ωιτη αν υπβεατ 

ασσεσσmεντ οφ τηε ευρο ζονε�σ ρεχοϖερψ φροm τηε πρεσιδεντ οφ 

τηε ΕΧΒ, Μαριο Dραγηι, φυελινγ σπεχυλατιον τηατ τηε ταπερινγ 

οφ ΕΧΒ ασσετ πυρχηασεσ mαψ βε ον τηε ηοριζον. Τηισ χηανγε 

ιν τονε σποοκεδ ινϖεστορσ ανδ σεντ γλοβαλ ψιελδσ ηιγηερ ανδ 

στοχκσ λοωερ γοινγ ιντο θυαρτερ−ενδ.

Dεσπιτε γροωινγ γεοπολιτιχαλ τενσιον ανδ πρεσσυρε ον ενεργψ 

ανδ χοmmοδιτψ πριχεσ, τηε δεmανδ φορ ψιελδ δροϖε ρετυρνσ ιν 

εmεργινγ mαρκετ (ΕΜ) δεβτ αmιδ α στρονγ τεχηνιχαλ χλιmατε 

supported by robust investor lows. The dollar-denominated 
JPM EMBI Global Diversiied Index ωασ υπ 2.2%, ανδ τηε 

λοχαλ χυρρενχψ−δενοmινατεδ JPM GBI-EM Global Diversiied 
Ινδεξ ϕυmπεδ εϖεν mορε σηαρπλψ, ρισινγ 3.6%. Τηε ωεακερ 

Υ.Σ. δολλαρ ανδ ρελατιϖελψ ηιγηερ λοχαλ ψιελδσ πυσηεδ ΕΜ λοχαλ 

δεβτ ρετυρνσ ηιγηερ φορ τηε θυαρτερ ανδ τηε ψεαρ, χοντινυινγ τηε 

ποστ−ελεχτιον ρεβουνδ.

Νον−Υ.Σ. Φιξεδ Ινχοmε: Θυαρτερλψ Ρετυρνσ Νον−Υ.Σ. Φιξεδ Ινχοmε: Ονε−Ψεαρ Ρετυρνσ
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2.6%
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Bloomberg Barclays Global Aggregate

Bloomberg Barclays Global Agg (hdg)
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Σοmε Ποσιτιϖε Σιγνσ Εmεργινγ

ΡΕΑΛ ΕΣΤΑΤΕ |  Κεϖιν Ναγψ

Τηε ΝΧΡΕΙΦ Προπερτψ Ινδεξ αδϖανχεδ 1.8% δυρινγ τηε σεχ−

ονδ θυαρτερ (1.2% φροm ινχοmε ανδ 0.6% φροm αππρεχιατιον). 

Τηισ mαρκεδ τηε 34τη χονσεχυτιϖε θυαρτερ οφ ποσιτιϖε ρετυρνσ φορ 

τηε Ινδεξ. Αππρεχιατιον ρετυρν ινχρεασεδ φροm τηε πρεϖιουσ θυαρ−

ter, the irst such gain since the irst quarter of 2015.

Ινδυστριαλ (+3.1%) ωασ τηε βεστ−περφορmινγ σεχτορ φορ τηε 

ifth consecutive quarter with Hotel (+1.8%), Ofice (+1.6%), 
Ρεταιλ (+1.5%), ανδ Απαρτmεντσ (+1.5%) αλσο γαινινγ. Τηε 

Wεστ ρεγιον ωασ τηε στρονγεστ περφορmερ φορ τηε τηιρδ θυαρτερ 

ιν α ροω, ρετυρνινγ 2.2%, ανδ τηε Μιδωεστ λαγγεδ ωιτη α 1.3% 

ρετυρν. Τρανσαχτιον ϖολυmε ινχρεασεδ το ∃7.7 βιλλιον, υπ 11% 

from the irst quarter but down 14.5% from the second quar−
τερ οφ 2016. Αππραισαλ χαπιταλιζατιον ρατεσ ινχρεασεδ το 4.5%, 

σλιγητλψ υπ φροm λαστ θυαρτερ. Τρανσαχτιον χαπιταλιζατιον ρατεσ φελλ 

το 6.1% φροm λαστ θυαρτερ�σ 12−θυαρτερ ηιγη οφ 6.3%. Τηε σπρεαδ 

βετωεεν αππραισαλ ανδ τρανσαχτιον ρατεσ δεχρεασεδ το 1.6 περ−

χενταγε ποιντσ.

Οχχυπανχψ ρατεσ φελλ φορ τηε σεχονδ χονσεχυτιϖε θυαρτερ το 

92.8%. Απαρτmεντ ανδ Ρεταιλ οχχυπανχψ ρατεσ ινχρεασεδ σλιγητλψ 

while Industrial and Ofice rates decreased. 

Τηε NCREIF Open End Diversiied Core Equity Index 

ροσε 1.7% (1.1% φροm ινχοmε ανδ 0.6% φροm αππρεχιατιον), 

a decline from the irst quarter and the lowest since 2010. 
Ινχοmε ρετυρνσ ινχρεασεδ σλιγητλψ ανδ αππρεχιατιον φελλ το α νεω 

σεϖεν−ψεαρ λοω. 

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

ΦΤΣΕ ΕΠΡΑ/ΝΑΡΕΙΤ Dεϖελοπεδ ΡΕΙΤ Ινδεξ (ΥΣD), ποστεδ α 

3.1% ρετυρν, ουτπαχινγ Υ.Σ. ΡΕΙΤσ, ωηιχη γαινεδ 1.5% ασ mεα−

συρεδ βψ τηε FTSE NAREIT Equity REITs Index. 

In the U.S., REITs rebounded in June after being relatively lat 
ιν Απριλ ανδ νεγατιϖε ιν Μαψ. Ρεταιλ (−7.6%) ωασ αγαιν τηε ωορστ 

περφορmερ, δεπρεσσεδ βψ ωεακ εαρνινγσ ρεσυλτσ φροm λαργε ρεταιλ−

ερσ ανδ τηε γροωινγ mαρκετ σηαρε οφ ε−χοmmερχε. Σελφ−Στοραγε 

(-2.7%), Specialty (-0.6%), and Timber (-0.1%) also fell. Health 
Χαρε (+5.3%) ρεmαινεδ στρονγ ασ εφφορτσ το οϖερτυρν τηε 

Αφφορδαβλε Χαρε Αχτ φαλτερεδ. Ινδυστριαλ (+12.0%), Dατα Χεντερσ 

(+9.2%), Ινφραστρυχτυρε (+8.8%), ανδ Ρεσιδεντιαλ (+6.0%) αλλ 

εξπεριενχεδ στρονγ γαινσ. 

Ευροπε, ασ ρεπρεσεντεδ βψ τηε ΦΤΣΕ ΕΠΡΑ/ΝΑΡΕΙΤ Ευροπε 

Ινδεξ, ωασ τηε στρονγεστ περφορmινγ ρεγιον, ρετυρνινγ 10.6% 

ιν Υ.Σ. δολλαρ τερmσ. Τηε ευρο�σ αππρεχιατιον αγαινστ τηε δολλαρ 

was a major driver of returns, as was strong, diversiied growth 
αχροσσ τηε mαϕοριτψ οφ τηε ρεγιον�σ εχονοmιεσ. Τηε συχχεσσφυλ 

τακεοϖερ οφ σεϖεραλ Σπανιση ανδ Ιταλιαν βανκσ βοοστεδ χον−

τινενταλ Ευροπεαν στοχκσ ανδ ηελπεδ τηεm ουτπερφορm τηειρ 

Υ.Κ. πεερσ. 

Ρολλινγ Ονε−Ψεαρ Ρετυρνσ

-60%

-30%

0%

30%

60%

90%

120%

REIT Style Global REIT StylePrivate Real Estate Database

02 0397 98 99 00 01 04 05 06 07 08 09 10 11 12 13 14 15 16 17

*Index subreturns are calculated separately from index return and may not total.

Source: Callan
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The Asia-Paciic region outperformed the U.S. but lagged 
Europe. Singapore and Hong Kong again provided the stron−

γεστ ρεγιοναλ περφορmανχε ωηιλε Αυστραλια λαγγεδ βεηινδ, ηυρτ 

βψ α ωεακ ρεταιλ σεχτορ. ϑαπανεσε ΡΕΙΤσ συφφερεδ νεγατιϖε 

ρετυρνσ τηισ θυαρτερ, βυτ στρονγ ρεσυλτσ φροm ϑαπανεσε δεϖελοπ−

ερσ ωερε ενουγη το πυση τηε αγγρεγατε ρεαλ εστατε ινδεξ το α 

ποσιτιϖε ρετυρν.

ΡΕΑΛ ΕΣΤΑΤΕ (Χοντινυεδ)

ΝΧΡΕΙΦ Τρανσαχτιον ανδ Αππραισαλ Χαπιταλιζατιον Ρατεσ

0%

3%

6%

9%

Appraisal Capitalization RatesTransaction Capitalization Rates

07 08 09 10 11 12 13 14 15 16 17

Χοmmερχιαλ mορτγαγε−βαχκεδ σεχυριτιεσ (ΧΜΒΣ) ισσυανχε 

φορ τηε θυαρτερ ινχρεασεδ το ∃20.2 βιλλιον, α 79% ινχρεασε οϖερ 

$13.9 billion in the irst quarter. This also represented a 44.1% 
ινχρεασε οϖερ τηε σεχονδ θυαρτερ οφ 2016 (∃11.3 βιλλιον).

Source: NCREIF

Note: Transaction capitalization rate is equal weighted.

ΝΧΡΕΙΦ Χαπιταλιζατιον Ρατεσ βψ Προπερτψ Τψπε

0%

3%

6%

9%

IndustrialApartment RetailOffice

07 08 09 10 11 12 13 14 15 16 17

Source: NCREIF

Note: Capitalization rates are appraisal-based.
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Private Equity Performance Database (%)  (Pooled Horizon IRRs through March 31, 2017*)
Στρατεγψ 3 Μοντησ Ψεαρ 3 Ψεαρσ 5 Ψεαρσ 10 Ψεαρσ 15 Ψεαρσ 20 Ψεαρσ

Αλλ ςεντυρε 3.17 6.77 12.30 14.35 9.71 7.66 21.22 

Γροωτη Εθυιτψ 4.16 12.02 9.70 11.51 10.34 11.37 13.60 

Αλλ Βυψουτσ 4.34 14.55 10.29 12.76 9.19 13.54 12.56 

Μεζζανινε 2.83 9.47 8.13 9.70 8.83 9.52 9.06 

Dιστρεσσεδ 3.37 14.72 6.83 10.55 9.29 10.83 10.70 

All Private Equity 3.95 12.61 10.07 12.52 9.39 11.70 13.15 

Σ&Π 500 6.07 17.17 10.37 13.30 7.51 7.09 7.86 

Ρυσσελλ 3000 5.74 18.07 9.76 13.18 7.54 7.44 8.11 

Private equity returns are net of  fees. 

Sources: Standard & Poor’s and Thomson Reuters/Cambridge 

*Most recent data available at time of  publication.

Ηαππψ Χαmπερσ       

ΠΡΙςΑΤΕ ΕΘΥΙΤΨ |  Γαρψ Ροβερτσον

Φυνδσ Χλοσεδ ϑανυαρψ 1 το ϑυνε 30, 2017

Στρατεγψ Νο. οφ Φυνδσ Amt ($mm) Περχεντ

ςεντυρε Χαπιταλ 282 16,421 10%

Βυψουτσ 220 120,352 73%

Συβορδινατεδ Dεβτ 26 7,326 4%

Dιστρεσσεδ Dεβτ 13 7,189 4%

Σεχονδαρψ ανδ Οτηερ 23 5,249 3%

Φυνδ−οφ−φυνδσ 65 8,945 5%

Τοταλσ 629 165,481 100%

Source: Private Equity Analyst

Figures may not total due to rounding.

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.

Νεω πριϖατε εθυιτψ παρτνερσηιπ χοmmιτmεντσ τοταλεδ ∃85.5 βιλ−

λιον ιν τηε σεχονδ θυαρτερ, ωιτη 319 νεω παρτνερσηιπσ φορmεδ, 

αχχορδινγ το Πριϖατε Εθυιτψ Αναλψστ. Τηε νυmβερ οφ φυνδσ 

increased 3% from 310 in the irst quarter, and the dollar volume 
ροσε 7% φροm ∃80.0 βιλλιον. Απολλο ΙΞ ραισεδ τηε mοστ χαπιταλ ιν 

τηε θυαρτερ, ∃23.5 βιλλιον, ανδ συβσεθυεντλψ τοππεδ υπ το ∃24.6 

billion for the inal close—the largest buyout fund ever raised. 
Τηε λαργεστ Ευροπεαν (ΧςΧ ςΙΙ: ∃19 βιλλιον) ανδ Ασιαν (ΚΚΡ 

Ασια ΙΙΙ: ∃9.3 βιλλιον) φυνδσ ωερε αλσο χλοσεδ τηισ θυαρτερ.

Ινϖεστmεντσ βψ φυνδσ ιντο χοmπανιεσ τοταλεδ 127 δεαλσ, υπ 69% 

φροm 75 ιν τηε πριορ θυαρτερ, αχχορδινγ το Βυψουτσ νεωσλεττερ. 

Τηε αννουνχεδ τοταλ ϖολυmε ωασ ∃72 βιλλιον, υπ 177% φροm ∃26 

billion in the irst quarter. Fifteen deals with announced values 
οφ ∃1 βιλλιον ορ mορε χλοσεδ ιν τηε θυαρτερ.

Νεω ινϖεστmεντσ ιν ϖεντυρε χαπιταλ χοmπανιεσ τοταλεδ 1,963 

rounds of inancing with $21.8 billion of announced value, 
αχχορδινγ το τηε Νατιοναλ ςεντυρε Χαπιταλ Ασσοχιατιον. Τηε 

number of rounds closely mirrored the 1,954 in the irst 
θυαρτερ, βυτ αννουνχεδ δολλαρ ϖαλυε ινχρεασεδ 36% φροm  

∃16.0 βιλλιον.

Βυψουτσ ρεπορτσ τηερε ωερε 161 πριϖατε Μ&Α εξιτσ οφ βυψουτ−

βαχκεδ χοmπανιεσ, ωιτη 41 δεαλσ δισχλοσινγ ϖαλυεσ τοταλινγ 

$18.3 billion. The M&A exit count was lat with the prior quarter’s 
162, βυτ τηε αννουνχεδ ϖαλυε ινχρεασεδ 15% φροm ∃15.9 βιλλιον. 

Τηερε ωερε σεϖεν βυψουτ−βαχκεδ ΙΠΟσ ιν τηε σεχονδ θυαρτερ 

(α τωο−ψεαρ ηιγη), ραισινγ αν αγγρεγατε ∃2.0 βιλλιον. Τηε νυm−

ber increased from ive the prior quarter, but the total proceeds 
δεχρεασεδ φροm ∃3.1 βιλλιον.

ςεντυρε−βαχκεδ εξιτσ (βοτη πριϖατε σαλεσ ανδ ΙΠΟσ) τοταλεδ 156 

τρανσαχτιονσ, ανδ δισχλοσεδ ϖαλυε τοταλεδ ∃10.5 βιλλιον. Εξιτσ 

declined 19% from the irst quarter’s 192, and the dollar volume 
δεχλινεδ 28% φροm ∃14.6 βιλλιον.

Πλεασε σεε ουρ υπχοmινγ ισσυε οφ Πριϖατε Μαρκετσ Τρενδσ φορ 

mορε ιν−δεπτη χοϖεραγε.
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Callan Database Median and Index Returns* for Periods ended June 30, 2017

Θυαρτερ ΨΤD Ψεαρ 3 Ψεαρσ 5 Ψεαρσ 10 Ψεαρσ 15 Ψεαρσ

Ηεδγε Φυνδ−οφ−Φυνδσ Dαταβασε 0.94 3.26 8.12 1.78 5.39 2.90 4.88

CS Hedge Fund Index 0.76 2.85 5.84 1.54 4.47 3.18 5.84

ΧΣ Εθυιτψ Μαρκετ Νευτραλ 0.36 2.50 1.38 −0.40 1.89 −3.18 0.42

ΧΣ Χονϖερτιβλε Αρβιτραγε 0.21 2.46 6.82 1.90 3.53 3.42 4.67

ΧΣ Φιξεδ Ινχοmε Αρβιτραγε 1.62 3.97 8.66 3.26 4.62 3.44 4.11

ΧΣ Μυλτι−Στρατεγψ 2.29 5.11 9.05 5.53 7.41 4.88 7.02

ΧΣ Dιστρεσσεδ 1.64 3.90 10.58 0.28 5.90 3.45 7.25

ΧΣ Ρισκ Αρβιτραγε 2.73 3.97 7.19 1.89 3.18 3.23 3.95

ΧΣ Εϖεντ−Dριϖεν Μυλτι−Στρατεγψ 0.76 3.67 8.73 −2.05 4.09 2.83 6.30

ΧΣ Λονγ/Σηορτ Εθυιτψ 3.06 6.62 8.40 2.97 7.00 3.73 6.49

ΧΣ Γλοβαλ Μαχρο −1.77 −1.54 3.58 1.43 2.79 4.85 7.47

ΧΣ Μαναγεδ Φυτυρεσ −3.40 −4.38 −12.70 1.26 0.06 1.49 4.07

ΧΣ Εmεργινγ Μαρκετσ 2.67 7.05 11.25 4.30 5.91 3.47 8.10

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

Ασ τηε Wορλδ Χηυρνσ, Dεσπαχιτο

ΗΕDΓΕ ΦΥΝDΣ |  ϑιm ΜχΚεε

Στοχκ λοϖερσ εmβραχεδ τηε σλοωλψ σηιφτινγ ναρρατιϖε οφ γλοβαλ 

γροωτη αππεαρινγ ιν Ευροπε ανδ ϑαπαν ιν τηε σεχονδ θυαρ−

τερ. Φιξεδ ινχοmε mαρκετσ ωερε υνσεττλεδ ωηεν τηε Ευροπεαν 

Χεντραλ Βανκ ηιντεδ ατ ποτεντιαλλψ ταπερινγ ιτσ βονδ πυρχηασε 

προγραm.

Τηε θυαρτερ�σ mαρκετ χονδιτιονσ προϖιδεδ α φριενδλψ σεττινγ φορ 

ηεδγε φυνδσ σεεκινγ αλτερνατιϖε ρισκσ. Ιλλυστρατινγ ραω ηεδγε 

φυνδ περφορmανχε ωιτηουτ ιmπλεmεντατιον χοστσ, τηουγη νετ οφ 

υνδερλψινγ ηεδγε φυνδ φεεσ, τηε Χρεδιτ Συισσε Ηεδγε Φυνδ 

Ινδεξ (CS HFI) rose 0.8%. As a live hedge fund portfolio, net 
οφ αλλ φεεσ ανδ εξπενσεσ, τηε mεδιαν mαναγερ ιν τηε Χαλλαν 

Ηεδγε Φυνδ−οφ−Φυνδσ Dαταβασε αδϖανχεδ 0.9%. 

Within the CS HFI, Λονγ/Σηορτ Εθυιτψ (+3.1%) ρεπεατεδ ασ 

τηε βεστ−περφορmινγ στρατεγψ φορ τηε σεχονδ στραιγητ θυαρτερ. 

Ρισκ Αρβιτραγε ραλλιεδ 2.7% ωηιλε Dιστρεσσεδ αππρεχιατεδ 1.6%. 

Χονϖερτιβλε Αρβ (+0.2%) ανδ Εθυιτψ Μαρκετ Νευτραλ (+0.4%) 

εξπεριενχεδ mορε mοδεστ γαινσ. Ιν λαστ πλαχε φορ τηε σεχονδ 

στραιγητ θυαρτερ, Μαναγεδ Φυτυρεσ λοστ 3.4%. Εϖεν τηε mορε 

δισχρετιοναρψ Γλοβαλ Μαχρο (−1.8%) λοστ ιτσ φοοτινγ ωιτη τηε 

υνεξπεχτεδ τυρν οφ τοπ−δοων τηεmεσ.

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

Χαλλαν Λονγ/Σηορτ Εθυιτψ ΦΟΦ (+1.3%) ουτπαχεδ τηε Χαλλαν 

Αβσολυτε Ρετυρν ΦΟΦ (+0.9%). Wιτη διϖερσιφψινγ εξποσυρεσ το 

βοτη νον−διρεχτιοναλ ανδ διρεχτιοναλ στψλεσ, τηε Core Diversiied 
ΦΟΦ γαινεδ 0.6%.

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

 10th Percentile 1.70 1.57 3.00

 25th Percentile 1.65 1.16 2.66

 Median 0.87 0.57 1.28

 75th Percentile -0.18 0.22 0.20

 90th Percentile -1.18 -0.26 -0.34
   

 T-Bill + 5% 1.42 1.42 1.42

-2%
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4%

Χαλλαν Στψλε Γρουπ Θυαρτερλψ Ρετυρνσ

Sources: Callan and 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.

The Callan DC Index™ climbed 4.7% in the irst quarter, its 
ηιγηεστ θυαρτερλψ ρετυρν σινχε τηε ενδ οφ 2013. Τηισ περφορmανχε 

βυιλδσ ον ρεσυλτσ φορ 2016, ωηεν τηε Ινδεξ ροσε 8.0%. Βυτ τηε DΧ 

Ινδεξ διδ mαρκεδλψ λαγ τηε Αγε 45 Ταργετ Dατε Φυνδ (+5.6%). Ιν 

ρισινγ mαρκετσ ταργετ δατε φυνδσ (ΤDΦσ) τενδ το ουτπερφορm τηε 

DΧ Ινδεξ βεχαυσε τηε αϖεραγε ΤDΦ ηασ α ηιγηερ αλλοχατιον το 

equities than the average deined contribution (DC) plan.

During the quarter, plan balances grew 4.74%; investment 
ρετυρνσ αχχουντεδ φορ τηε ϖαστ mαϕοριτψ (4.67% ϖσ. 0.07% φορ 

χοντριβυτιονσ). Σινχε ινχεπτιον οφ τηε Ινδεξ, πλαν σπονσορ ανδ 

παρτιχιπαντ χοντριβυτιονσ ηαϖε αχχουντεδ φορ αβουτ α θυαρτερ οφ 

ιτσ γροωτη. 

Εmεργινγ mαρκετ στοχκσ, ωηιλε α σmαλλ παρτ οφ DΧ πλανσ, ρεπ−

resented the sole equity asset class to witness inlows. This is 
νοτ συρπρισινγ γιϖεν τηειρ στρονγ σηοωινγ δυρινγ τηε περιοδ�DΧ 

lows often chase performance. Most other asset classes saw 
outlows in the irst quarter, with the exception of TDFs, which 
dominated inlows as usual. In the irst quarter, TDFs attracted 
οϖερ 88 χεντσ οφ εϖερψ δολλαρ τηατ mοϖεδ ωιτηιν DΧ πλανσ. 

Τυρνοϖερ (ι.ε., νετ τρανσφερ αχτιϖιτψ ωιτηιν DΧ πλανσ) ωασ λοω τηισ 

θυαρτερ (0.42%) χοmπαρεδ το τηε ηιστοριχαλ αϖεραγε (0.64%).

Τηε Χαλλαν DΧ Ινδεξ�σ εθυιτψ αλλοχατιον ενδεδ τηε θυαρτερ ατ 

69%, ωελλ βελοω τηε αϖεραγε εθυιτψ αλλοχατιον οφ τηε Αγε 45 

Ταργετ Dατε Φυνδ (76%) βυτ αβοϖε τηε Ινδεξ�σ ηιστοριχαλ αϖερ−

αγε (67%).

Wηεν ΤDΦσ αρε ηελδ ωιτηιν α DΧ πλαν, τηεψ νοω αχχουντ φορ 

32% οφ πλαν ασσετσ. Τηε νεξτ λαργεστ πλαν ηολδινγ, Υ.Σ. λαργε 

χαπ εθυιτψ φυνδσ, αχχουντ φορ λεσσ τηαν 23% οφ πλαν ασσετσ.

Βεστ Ρετυρν φορ DΧ Ινδεξ Σινχε 2013

DΕΦΙΝΕD ΧΟΝΤΡΙΒΥΤΙΟΝ |  Τοm Σζκωαρλα

Net Cash Flow Analysis (First Quarter 2017) 
(Τοπ Τωο ανδ Βοττοm Τωο Ασσετ Γατηερερσ)

Ασσετ Χλασσ

Φλοωσ ασ % οφ

Τοταλ Νετ Φλοωσ

Ταργετ Dατε Φυνδσ 88.69%

Υ.Σ. Φιξεδ Ινχοmε 7.25%

Χοmπανψ Στοχκ −15.92%

Σταβλε ςαλυε −36.49%

Total Turnover** 0.42%

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

Source: Callan DC Index

Note: DC Index inception date is January 2006.

*  The Age 45 Fund transitioned from the average 2030 TDF to the 2035 TDF in  

June 2013.

** 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

First Quarter 2017

Age 45 Target Date* Total DC Index

4.67%

5.57%5.74%

Annualized Since 

Inception

5.57%

4.67%

6.48%

Year-to-Date

First Quarter 2017

% Net Flows % Return Growth% Total Growth

7.84%

Annualized Since 

Inception

2.11%

0.07%0.07%

5.73%

4.74% 4.67%4.74% 4.67%

Year-to-Date



Actual vs Target Asset Allocation
As of June 30, 2017

The first chart below shows the Fund’s asset allocation as of June 30, 2017. The second chart shows the Fund’s target asset
allocation as outlined in the investment policy statement.

Actual Asset Allocation

Large Cap
11%

Small Cap
4%

International Equity
8%

Domestic Fixed Income
53%

Diversified Real Assets
13%

Real Estate
7%

Short Term Fixed Income
2%

Cash & Equivalents
2%

Target Asset Allocation

Large Cap
12%

Small Cap
4%

International Equity
9%

Domestic Fixed Income
53%

Diversified Real Assets
14%

Real Estate
5%

Short Term Fixed Income
2%

Cash & Equivalents
2%

$000s Weight Percent $000s
Asset Class Actual Actual Target Difference Difference
Large Cap         244,443   11.5%   11.5%    0.0% (413)
Small Cap          81,244    3.8%    3.9% (0.1%) (1,794)
International Equity         180,107    8.5%    8.5%    0.0% (874)
Domestic Fixed Income      1,123,404   52.8%   52.9% (0.1%) (2,933)
Diversified Real Assets         273,423   12.8%   13.5% (0.7%) (14,017)
Real Estate         138,450    6.5%    5.3%    1.2%          25,603
Short Term Fixed Income         43,061    2.0%    2.0%    0.0%             478
Cash & Equivalents          45,050    2.1%    2.4% (0.3%) (6,050)
Total       2,129,182  100.0%  100.0%

* Current Quarter Target = 52.9% Blmbg Aggregate, 13.5% NDSIB INS DRA Weighted Benchmark, 11.5% Russell 1000 Index, 8.5% MSCI World ex US, 5.3%

NCREIF Total Index, 3.9% Russell 2000 Index, 2.4% 3-month Treasury Bill and 2.0% Blmbg Gov/Cred 1-3 Yr.
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Quarterly Total Fund Relative Attribution - June 30, 2017

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

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

Large Cap

Small Cap (0.12 )

Domestic Fixed Income (0.27 )

Real Estate 1.17

International Equity 0.19

Diversified Real Assets (0.93 )

Cash & Equivalents (0.03 )

Short Term Fixed Income (0.00 )

Large Cap

Small Cap

Domestic Fixed Income

Real Estate

International Equity

Diversified Real Assets

Cash & Equivalents

Short Term Fixed Income

Total

Actual vs Target Returns

0% 2% 4% 6% 8% 10%

2.67
3.06

1.50
2.46

2.68
1.45

2.55
1.75

7.51
5.63

3.98
1.18

0.18
0.20

0.39
0.31

3.09
1.94

Actual Target

Relative Attribution by Asset Class

(0.5%) 0.0% 0.5% 1.0% 1.5%

Manager Effect Asset Allocation Total

Relative Attribution Effects for Quarter ended June 30, 2017

Effective Effective Total
Actual Target Actual Target Manager Asset Relative

Asset Class Weight Weight Return Return Effect Allocation Return
Large Cap 12% 11% 2.67% 3.06% (0.04%) (0.00%) (0.04%)
Small Cap 4% 4% 1.50% 2.46% (0.04%) (0.00%) (0.04%)
Domestic Fixed Income 52% 53% 2.68% 1.45% 0.65% 0.00% 0.65%
Real Estate 6% 5% 2.55% 1.75% 0.05% (0.00%) 0.05%
International Equity 9% 8% 7.51% 5.63% 0.16% 0.01% 0.17%
Diversified Real Assets 13% 13% 3.98% 1.18% 0.35% 0.01% 0.36%
Cash & Equivalents 3% 3% 0.18% 0.20% (0.00%) 0.00% 0.00%
Short Term Fixed Income 2% 2% 0.39% 0.31% 0.00% 0.00% 0.00%

Total = + +3.09% 1.94% 1.13% 0.01% 1.14%

* Current Quarter Target = 52.9% Blmbg Aggregate, 13.5% NDSIB INS DRA Weighted Benchmark, 11.5% Russell 1000 Index, 8.5% MSCI World ex US, 5.3%

NCREIF Total Index, 3.9% Russell 2000 Index, 2.4% 3-month Treasury Bill and 2.0% Blmbg Gov/Cred 1-3 Yr.
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Cumulative Total Fund Relative Attribution - June 30, 2017

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% 1% 2% 3% 4% 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%

2.5%

3.0%

3.5%

4.0%

2016 2017

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 11% 11% 17.87% 18.03% (0.02%) 0.00% (0.02%)
Small Cap 4% 4% 23.30% 24.60% (0.04%) (0.01%) (0.05%)
Domestic Fixed Income 48% 49% 4.83% (0.31%) 2.56% 0.01% 2.56%
Real Estate 6% 5% 8.72% 6.97% 0.12% 0.01% 0.13%
International Equity 8% 8% 24.60% 19.49% 0.33% (0.02%) 0.31%
Diversified Real Assets 12% 13% 4.00% 1.65% 0.30% 0.02% 0.32%
Short Term Fixed Income 9% 8% 0.94% 0.04% 0.14% 0.05% 0.19%
Cash & Equivalents 2% 2% 0.44% 0.49% (0.00%) 0.01% 0.01%

Total = + +8.02% 4.55% 3.40% 0.08% 3.47%

* Current Quarter Target = 52.9% Blmbg Aggregate, 13.5% NDSIB INS DRA Weighted Benchmark, 11.5% Russell 1000 Index, 8.5% MSCI World ex US, 5.3%

NCREIF Total Index, 3.9% Russell 2000 Index, 2.4% 3-month Treasury Bill and 2.0% Blmbg Gov/Cred 1-3 Yr.
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Cumulative Total Fund Relative Attribution - June 30, 2017

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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Small Cap
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Total

Manager Effect Asset Allocation Total

Cumulative Relative Attribution Effects
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5%

6%

2014 2015 2016 2017

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% 9.76% 9.26% 0.04% (0.05%) (0.00%)
Small Cap 4% 4% 8.03% 7.36% 0.02% (0.03%) (0.01%)
Domestic Fixed Income 43% 43% 4.54% 2.48% 0.96% (0.02%) 0.94%
Real Estate 5% 5% 11.82% 10.17% 0.10% 0.03% 0.12%
International Equity 8% 8% 2.99% 0.93% 0.13% (0.01%) 0.11%
Diversified Real Assets 10% 11% 2.17% 0.76% 0.16% 0.00% 0.16%
Short Term Fixed Income15% 14% 1.52% 0.75% 0.12% 0.01% 0.13%
Cash & Equivalents 3% 2% 0.19% 0.23% (0.00%) (0.00%) (0.01%)

Total = + +4.63% 3.17% 1.54% (0.08%) 1.46%

* Current Quarter Target = 52.9% Blmbg Aggregate, 13.5% NDSIB INS DRA Weighted Benchmark, 11.5% Russell 1000 Index, 8.5% MSCI World ex US, 5.3%

NCREIF Total Index, 3.9% Russell 2000 Index, 2.4% 3-month Treasury Bill and 2.0% Blmbg Gov/Cred 1-3 Yr.
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Cumulative Total Fund Relative Attribution - June 30, 2017

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% 2.0% 2.5%

Large Cap

Small Cap
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Real Estate
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Manager Effect Asset Allocation Total

Cumulative Relative Attribution Effects
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12%

14%
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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 10% 10% 15.60% 14.67% 0.06% (0.03%) 0.03%
Small Cap 3% 3% 15.04% 13.70% 0.03% (0.01%) 0.02%
Domestic Fixed Income 38% 38% 5.25% 2.21% 1.16% (0.02%) 1.14%
Real Estate 5% 4% 13.07% 10.49% 0.11% 0.02% 0.14%
International Equity 7% 7% 10.71% 8.55% 0.11% (0.03%) 0.08%
Diversified Real Assets 11% 11% 3.50% 2.25% 0.13% (0.00%) 0.13%
Short Term Fixed Income24% 23% 1.58% 0.67% 0.23% (0.02%) 0.21%
Cash & Equivalents 3% 3% 0.17% 0.17% (0.00%) 0.01% 0.01%

Total = + +5.67% 3.90% 1.83% (0.07%) 1.77%

* Current Quarter Target = 52.9% Blmbg Aggregate, 13.5% NDSIB INS DRA Weighted Benchmark, 11.5% Russell 1000 Index, 8.5% MSCI World ex US, 5.3%

NCREIF Total Index, 3.9% Russell 2000 Index, 2.4% 3-month Treasury Bill and 2.0% Blmbg Gov/Cred 1-3 Yr.
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Cumulative Total Fund Relative Attribution - June 30, 2017

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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Manager Effect
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Total

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% 6.56% 7.19% (0.08%) (0.04%) (0.12%)
Small Cap 3% 3% 7.42% 6.92% 0.02% (0.02%) (0.00%)
Domestic Fixed Income 41% 41% 6.44% 4.48% 0.67% (0.01%) 0.66%
Real Estate 5% 5% 2.50% 6.42% (0.17%) (0.00%) (0.17%)
International Equity 7% 7% 1.66% 0.71% 0.05% (0.01%) 0.05%
Diversified Real Assets 15% 15% 4.23% 4.44% (0.11%) 0.01% (0.10%)
Short Term Fixed Income16% 16% 2.34% 0.94% 0.26% (0.01%) 0.24%
Cash & Equivalents 3% 3% 0.62% 0.58% 0.00% (0.02%) (0.02%)

Total = + +4.65% 4.11% 0.64% (0.10%) 0.54%

* Current Quarter Target = 52.9% Blmbg Aggregate, 13.5% NDSIB INS DRA Weighted Benchmark, 11.5% Russell 1000 Index, 8.5% MSCI World ex US, 5.3%

NCREIF Total Index, 3.9% Russell 2000 Index, 2.4% 3-month Treasury Bill and 2.0% Blmbg Gov/Cred 1-3 Yr.
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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 = 52.9% Blmbg Aggregate, 13.5% NDSIB INS DRA Weighted Benchmark, 11.5% Russell 1000 Index, 8.5% MSCI World ex US, 5.3%

NCREIF Total Index, 3.9% Russell 2000 Index, 2.4% 3-month Treasury Bill and 2.0% Blmbg Gov/Cred 1-3 Yr.
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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 = 52.9% Blmbg Aggregate, 13.5% NDSIB INS DRA Weighted Benchmark, 11.5% Russell 1000 Index, 8.5% MSCI World ex US, 5.3%

NCREIF Total Index, 3.9% Russell 2000 Index, 2.4% 3-month Treasury Bill and 2.0% Blmbg Gov/Cred 1-3 Yr.
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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 June 30, 2017. 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 2.23 9.59 3.73 6.82 4.19

Total Fund 3.09 8.02 4.63 5.67 4.65

Policy Target 1.94 4.55 3.17 3.90 4.11
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10th Percentile 2.28 7.71 3.83 4.58 4.58
25th Percentile 2.09 6.39 3.46 4.26 4.29

Median 1.93 5.58 3.25 3.98 4.06
75th Percentile 1.80 5.12 2.95 3.72 3.83
90th Percentile 1.60 4.73 2.69 3.49 3.63

Total Fund 3.09 8.02 4.63 5.67 4.65

Policy Target 1.94 4.55 3.17 3.90 4.11

* Current Quarter Target = 52.9% Blmbg Aggregate, 13.5% NDSIB INS DRA Weighted Benchmark, 11.5% Russell 1000 Index, 8.5% MSCI World ex US, 5.3%

NCREIF Total Index, 3.9% Russell 2000 Index, 2.4% 3-month Treasury Bill and 2.0% Blmbg Gov/Cred 1-3 Yr.
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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 June 30, 2017
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10th Percentile 24.98 29.03 26.38 11.03 0.98 12.34 2.01
25th Percentile 22.01 26.14 23.72 4.85 0.05 9.87 1.18

Median 19.14 23.16 21.05 1.16 (0.50) 7.41 0.75
75th Percentile 16.69 20.83 18.04 0.14 (0.65) 4.62 0.36
90th Percentile 14.43 17.94 15.35 (0.49) (0.70) 0.23 0.06

Asset Class Composite 17.87 23.30 24.60 4.83 4.00 8.72 0.94

Composite Benchmark 18.03 24.60 19.49 (0.31) 1.65 6.97 0.04

Weighted
Ranking
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Total Asset Class Performance
Five Years Ended June 30, 2017
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10th Percentile 16.42 17.27 11.69 6.63 1.42 16.24 1.92
25th Percentile 15.56 16.11 10.74 5.05 0.46 13.69 1.60

Median 14.52 14.83 9.57 3.09 0.32 11.13 1.24
75th Percentile 13.69 13.21 8.58 2.12 0.26 9.45 1.00
90th Percentile 12.81 11.49 7.64 1.20 0.05 7.08 0.86

Asset Class Composite 15.60 15.04 10.71 5.25 3.50 13.07 1.58

Composite Benchmark 14.67 13.70 8.55 2.21 2.25 10.49 0.67

Weighted
Ranking

23

* Current Quarter Target = 52.9% Blmbg Aggregate, 13.5% NDSIB INS DRA Weighted Benchmark, 11.5% Russell 1000 Index, 8.5% MSCI World ex US, 5.3%

NCREIF Total Index, 3.9% Russell 2000 Index, 2.4% 3-month Treasury Bill and 2.0% Blmbg Gov/Cred 1-3 Yr.
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Investment Manager Asset Allocation

The table below contrasts the distribution of assets across the Fund’s investment managers as of June 30, 2017, with the
distribution as of March 31, 2017. 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

June 30, 2017 March 31, 2017

Market Value Weight Net New Inv. Inv. Return Market Value Weight
Domestic Equity $325,687,534 15.30% $(3,133,845) $7,670,119 $321,151,259 15.33%

     Large Cap $244,443,123 11.48% $(3,108,352) $6,465,256 $241,086,220 11.51%
Parametric Clifton Large Cap 48,932,899 2.30% 0 1,479,866 47,453,033 2.26%
L.A. Capital Large Cap Growth 73,031,178 3.43% (3,038,077) 2,419,607 73,649,648 3.52%
L.A. Capital Enhanced 48,265,386 2.27% (15,908) 1,029,616 47,251,677 2.26%
LSV Large Cap Value 74,213,660 3.49% (54,368) 1,536,166 72,731,862 3.47%

     Small Cap $81,244,411 3.82% $(25,492) $1,204,864 $80,065,040 3.82%
Parametric Clifton Small Cap 40,967,446 1.92% 0 1,052,470 39,914,976 1.91%
PIMCO RAE 40,276,965 1.89% (25,492) 152,394 40,150,063 1.92%

International Equity $180,106,820 8.46% $(12,138,188) $13,398,551 $178,846,457 8.54%
DFA Int’l Small Cap Value 19,561,888 0.92% 0 1,165,272 18,396,616 0.88%
LSV Intl Value 72,838,070 3.42% (7,072,994) 4,977,232 74,933,832 3.58%
Vanguard Intl Explorer Fund 16,992,660 0.80% (5,000,000) 2,083,290 19,909,369 0.95%
William Blair 70,714,202 3.32% (65,194) 5,172,756 65,606,640 3.13%

Domestic Fixed Income $1,123,403,771 52.76% $459,423 $29,328,024 $1,093,616,324 52.20%
Declaration Total Return 83,910,558 3.94% (29,944) 1,542,457 82,398,045 3.93%
PIMCO DiSCO II 96,532,945 4.53% 0 4,172,879 92,360,066 4.41%
PIMCO Bravo II Fund 57,304,239 2.69% 0 2,534,921 54,769,318 2.61%
Prudential 115,288,216 5.41% (74,451) 2,787,723 112,574,944 5.37%
SSgA US Govt Credit Bd Idx 141,844,286 6.66% (2,512,043) 2,422,782 141,933,546 6.77%
Wells Capital 314,324,221 14.76% (121,585) 9,459,316 304,986,490 14.56%
Western Asset Management 314,199,305 14.76% 3,197,446 6,407,946 304,593,914 14.54%

Diversified Real Assets $273,422,575 12.84% $(928,436) $10,481,878 $263,869,133 12.59%
Western Asset Management 114,027,560 5.36% (37,459) 2,809,220 111,255,799 5.31%
JP Morgan Infrastructure 85,292,003 4.01% (329,643) 5,494,534 80,127,112 3.82%
Eastern Timber Opportunities 55,349,404 2.60% (652,554) 865,628 55,136,330 2.63%
Grosvenor Cust. Infrastructure 18,753,608 0.88% 91,219 1,312,497 17,349,892 0.83%

Real Estate $138,449,576 6.50% $(1,771,167) $3,458,669 $136,762,074 6.53%
Invesco Core Real Estate 65,481,054 3.08% (529,071) 1,209,062 64,801,064 3.09%
JP Morgan RE 72,968,522 3.43% (1,242,095) 2,249,607 71,961,010 3.43%

Short Term Fixed Income $43,061,431 2.02% $1,886,053 $163,120 $41,012,258 1.96%
JP Morgan Short Term Bonds 43,061,431 2.02% 1,887,381 163,126 41,010,924 1.96%
Barings Short Term Bonds 0 0.00% (1,328) (6) 1,334 0.00%

Cash & Equivalents $45,050,272 2.12% $(15,034,666) $108,552 $59,976,385 2.86%
Northern Trust Cash Account 19,907,422 0.93% (15,034,666) 51,630 34,890,458 1.67%
Bank of ND 25,142,849 1.18% 0 56,922 25,085,927 1.20%

Securities Lending Income $0 0.00% $(50,823) $50,823 - -

Total Fund $2,129,181,978 100.0% $(30,711,648) $64,659,737 $2,095,233,890 100.0%
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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 June 30,
2017. 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 June 30, 2017

Last Last Last
Last Last  3  5  10

Quarter Year Years Years Years
Domestic Equity

Gross 2.38% 19.26% 9.29% 15.45% 6.79%
Net 2.34% 18.93% 9.03% 15.18% 6.43%

Large Cap Equity
Gross 2.67% 17.87% 9.76% 15.60% 6.56%
Net 2.63% 17.62% 9.55% 15.38% 6.25%
   Benchmark(1) 3.06% 18.03% 9.26% 14.67% 7.19%

Parametric Clifton Large Cap - Gross 3.12% 17.93% 9.99% 14.96% -
Parametric Clifton Large Cap - Net 3.12% 17.71% 9.87% 14.82% -
   S&P 500 Index 3.09% 17.90% 9.61% 14.63% 7.18%

L.A. Capital - Gross 3.22% 15.29% 11.01% 15.39% 8.72%
L.A. Capital - Net 3.16% 15.06% 10.79% 15.16% 8.52%
   Russell 1000 Growth Index 4.67% 20.42% 11.11% 15.30% 8.91%

L.A. Capital Enhanced - Gross 2.18% 15.67% 9.95% 14.97% 8.25%
L.A. Capital Enhanced - Net 2.15% 15.52% 9.81% 14.82% 8.08%
   Russell 1000 Index 3.06% 18.03% 9.26% 14.67% 7.29%

LSV Asset Management - Gross 2.11% 21.77% 8.17% 16.56% 6.65%
LSV Asset Management - Net 2.04% 21.39% 7.85% 16.23% 6.34%
   Russell 1000 Value Index 1.34% 15.53% 7.36% 13.94% 5.57%

Small Cap Equity
Gross 1.50% 23.30% 8.03% 15.04% 7.42%
Net 1.47% 22.79% 7.64% 14.60% 6.92%
   Russell 2000 Index 2.46% 24.60% 7.36% 13.70% 6.92%

Parametric Clifton Small Cap - Gross 2.64% 25.25% 8.60% 14.92% -
Parametric Clifton SmallCap - Net 2.64% 24.59% 8.16% 14.46% -
   Russell 2000 Index 2.46% 24.60% 7.36% 13.70% 6.92%

PIMCO RAE - Gross 0.38% 21.58% 7.24% 14.97% 7.53%
PIMCO RAE - Net 0.32% 21.28% 6.93% 14.59% 7.16%
   Russell 2000 2.46% 24.60% 7.36% 13.70% 6.92%

International Equity
Gross 7.51% 24.60% 2.99% 10.71% 1.66%
Net 7.43% 24.24% 2.66% 10.33% 1.39%
   Benchmark(2) 5.63% 19.49% 0.93% 8.55% 0.71%

DFA Intl Small Cap Value - Net 6.33% 28.80% 4.16% 13.74% -
World  ex US SC Va 6.44% 23.52% 2.76% 11.48% 3.01%

LSV Asset Management - Gross 6.72% 27.15% 2.96% 10.89% 0.62%
LSV Asset Management - Net 6.62% 26.66% 2.55% 10.43% 0.31%
   Benchmark(3) 6.12% 20.27% 1.15% 8.69% 0.77%

Vanguard Intl Explorer Fund - Net 10.44% 26.60% 5.69% 13.05% 3.45%
   BMI, EPAC, <$2 B 7.33% 20.88% 5.71% 12.00% 2.88%

William Blair - Gross 7.89% 19.91% - - -
William Blair - Net 7.79% 19.50% - - -
   MSCI ACWI ex US IMI 5.85% 20.43% 1.14% 7.58% 1.38%

(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; MSCI World ex-US
thereafter.
(3) MSCI EAFE through 9/30/2000; 50% Hedged EAFE through 3/31/2011; 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 June 30,
2017. 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 June 30, 2017

Last Last Last
Last Last  3  5  10

Quarter Year Years Years Years

Domestic Fixed Income
Gross 2.68% 4.83% 4.54% 5.25% 6.44%
Net 2.65% 4.71% 4.41% 5.10% 6.26%
   Blmbg Aggregate Index 1.45% (0.31%) 2.48% 2.21% 4.48%

Declaration Total Return - Net 1.87% 4.99% 3.71% - -
   Libor-3 Month 0.30% 0.98% 0.58% 0.46% 0.99%

PIMCO DiSCO II - Net 4.52% 17.08% 8.43% 13.70% -
PIMCO Bravo II Fund - Net 4.63% 13.38% 10.22% - -
   Blmbg Aggregate Index 1.45% (0.31%) 2.48% 2.21% 4.48%

Prudential - Gross 2.48% 2.79% 4.06% 4.17% 6.46%
Prudential - Net 2.41% 2.52% 3.78% 3.90% 6.32%
   Blmbg Aggregate Index 1.45% (0.31%) 2.48% 2.21% 4.48%

Wells Capital - Gross 3.10% 5.42% 4.49% 5.31% 7.47%
Wells Capital - Net 3.06% 5.24% 4.30% 5.11% 7.25%
   Blmbg Baa Credit 3% 2.68% 3.57% 3.47% 4.30% 6.49%

Western Asset -  Gross 2.10% 2.73% 4.08% 4.10% 5.62%
Western Asset - Net 2.07% 2.60% 3.94% 3.95% 5.44%
   Blmbg Aggregate 1.45% (0.31%) 2.48% 2.21% 4.48%

SSgA US Govt Cr Bd Idx - Gross 1.69% (0.43%) 2.62% - -
SSgA US Govt Cr Bd Idx - Net 1.68% (0.46%) 2.58% - -
   Blmbg Govt/Credit Bd 1.69% (0.41%) 2.62% 2.29% 4.57%

Diversified Real Assets
Gross 3.98% 4.00% 2.17% 3.50% 4.23%
Net 3.85% 3.73% 1.87% 3.17% 3.91%
   Weighted Benchmark 1.18% 1.65% 0.76% 2.25% 4.44%

Western TIPS - Gross 2.53% 0.96% 0.23% 1.41% 3.68%
Western TIPS - Net 2.49% 0.82% 0.09% 1.27% 3.51%
   Blmbg Glbl Inftn-Linked(1) 2.03% 0.91% (0.30%) 1.60% 4.11%

JP Morgan Infrastructure - Gross 6.87% 7.04% 3.99% 6.46% -
JP Morgan Infrastructure - Net 6.48% 6.31% 3.04% 5.39% -
   CPI-W 0.49% 1.50% 0.58% 1.11% 1.59%

Eastern Timber Opportunities - Net 1.60% 4.31% 2.81% 4.30% -
   NCREIF Timberland Index 0.70% 3.35% 5.54% 7.16% 5.54%

Grosvenor Cust. Infrastructure - Net 7.52% 8.70% 7.49% 8.94% -
   CPI-W 0.49% 1.50% 0.58% 1.11% 1.59%

(1) Blmbg US TIPS through 12/31/2009 and Blmbg 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 June 30,
2017. 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 June 30, 2017

Last Last Last
Last Last  3  5  10

Quarter Year Years Years Years

Real Estate
Gross 2.55% 8.72% 11.82% 13.07% 2.50%
Net 2.28% 8.07% 11.06% 12.14% 1.43%
   NCREIF Total Index 1.75% 6.97% 10.17% 10.49% 6.42%

Invesco Core Real Estate - Gross 1.88% 8.53% 11.91% - -
Invesco Core Real Estate - Net 1.79% 8.16% 11.52% - -
   NCREIF Total Index 1.75% 6.97% 10.17% 10.49% 6.42%

JP Morgan - Gross 3.14% 8.89% 11.84% 13.80% 2.83%
JP Morgan - Net 2.72% 7.98% 10.77% 12.52% 1.61%
   NCREIF Total Index 1.75% 6.97% 10.17% 10.49% 6.42%

Short Term Fixed Income
Gross 0.39% 0.94% 1.52% 1.58% -
Net 0.33% 0.59% 1.29% 1.40% -
  Blended Benchmark(1) 0.31% 0.04% 0.75% 0.67% -

JP Morgan Short Term Bds - Gross 0.39% 0.32% 1.08% 1.07% -
JP Morgan Short Term Bds - Net 0.33% 0.05% 0.91% 0.94% -
   Blmbg Gov/Credit 1-3 Y 0.31% 0.35% 0.95% 0.95% 2.30%

Cash & Equivalents - Net 0.18% 0.44% 0.19% 0.17% 0.62%
Cash Account- Net 0.14% 0.32% 0.15% 0.15% 0.61%
Bank of ND - Net 0.23% - - - -
   90 Day Treasury Bills 0.20% 0.49% 0.23% 0.17% 0.58%

Total Fund
Gross 3.09% 8.02% 4.63% 5.67% 4.65%
Net 3.02% 7.80% 4.41% 5.45% 4.40%
   Target* 1.94% 4.55% 3.17% 3.90% 4.11%

* Current Quarter Target = 52.9% Blmbg Aggregate, 13.5% NDSIB INS DRA Weighted Benchmark, 11.5% Russell 1000 Index,
8.5% MSCI World ex US, 5.3% NCREIF Total Index, 3.9% Russell 2000 Index, 2.4% 3-month Treasury Bill and 2.0% Blmbg
Gov/Cred 1-3 Yr.
(1) Blmbg Gov 1-3 Yr through March 31, 2017 and Blmbg Gov/Credit 1-3 Yr thereafter.
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Actual vs Target Asset Allocation
As of June 30, 2017

The first chart below shows the Fund’s asset allocation as of June 30, 2017. 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         225,967   11.9%   12.0% (0.1%) (1,386)
Small Cap Equity          73,303    3.9%    4.0% (0.1%) (2,482)
International Equity         170,422    9.0%    9.0%    0.0% (93)
Domestic Fixed Income      1,002,477   52.9%   53.0% (0.1%) (1,669)
Diversified Real Assets         269,190   14.2%   15.0% (0.8%) (15,003)
Real Estate         138,384    7.3%    6.0%    1.3%          24,707
Cash & Equivalents          14,872    0.8%    1.0% (0.2%) (4,074)
Total       1,894,615  100.0%  100.0%

* Current Quarter Target = 53.0% Blmbg Aggregate, 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 - June 30, 2017

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 June 30, 2017

Effective Effective Total
Actual Target Actual Target Manager Asset Relative

Asset Class Weight Weight Return Return Effect Allocation Return
Large Cap Equity 12% 12% 2.68% 3.06% (0.05%) (0.00%) (0.05%)
Small Cap Equity 4% 4% 1.51% 2.46% (0.04%) (0.00%) (0.04%)
Domestic Fixed Income 53% 53% 2.55% 1.45% 0.58% 0.00% 0.58%
Real Estate 7% 6% 2.55% 1.75% 0.06% (0.00%) 0.06%
International Equity 9% 9% 7.52% 5.63% 0.17% 0.01% 0.18%
Diversified Real Assets 14% 15% 3.99% 1.27% 0.38% 0.01% 0.39%
Cash & Equivalents 1% 1% 0.18% 0.20% (0.00%) 0.00% 0.00%

Total = + +3.16% 2.04% 1.11% 0.01% 1.13%

* Current Quarter Target = 53.0% Blmbg Aggregate, 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 - June 30, 2017

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% 17.94% 18.03% (0.01%) 0.01% (0.00%)
Small Cap Equity 4% 4% 23.31% 24.60% (0.04%) (0.02%) (0.06%)
Domestic Fixed Income 53% 53% 4.14% (0.31%) 2.45% 0.01% 2.46%
Real Estate 7% 6% 8.72% 6.97% 0.13% 0.02% 0.15%
International Equity 9% 9% 24.61% 19.49% 0.40% (0.01%) 0.39%
Diversified Real Assets 14% 15% 4.02% 1.75% 0.33% 0.03% 0.35%
Cash & Equivalents 1% 1% 0.44% 0.49% (0.00%) 0.02% 0.02%

Total = + +8.53% 5.20% 3.28% 0.05% 3.33%

* Current Quarter Target = 53.0% Blmbg Aggregate, 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 - June 30, 2017

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% 12% 9.75% 9.26% 0.05% (0.01%) 0.04%
Small Cap Equity 4% 4% 8.04% 7.36% 0.03% (0.00%) 0.02%
Domestic Fixed Income 53% 53% 4.23% 2.48% 0.92% (0.00%) 0.92%
Real Estate 7% 6% 11.82% 10.17% 0.11% 0.04% 0.15%
International Equity 9% 9% 3.00% 0.93% 0.19% 0.01% 0.20%
Diversified Real Assets 15% 15% 2.48% 1.47% 0.15% 0.01% 0.17%
Cash & Equivalents 1% 1% 0.19% 0.23% (0.00%) 0.00% 0.00%

Total = + +5.26% 3.75% 1.46% 0.05% 1.51%

* Current Quarter Target = 53.0% Blmbg Aggregate, 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 - June 30, 2017

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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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 11% 11% 15.58% 14.67% 0.09% 0.01% 0.10%
Small Cap Equity 4% 4% 15.05% 13.70% 0.04% 0.01% 0.06%
Domestic Fixed Income 52% 52% 5.07% 2.21% 1.50% 0.01% 1.50%
Real Estate 7% 6% 13.05% 10.49% 0.17% 0.04% 0.20%
International Equity 8% 8% 10.61% 8.55% 0.16% 0.00% 0.17%
Diversified Real Assets 17% 18% 3.68% 2.68% 0.17% 0.01% 0.19%
Cash & Equivalents 1% 1% 0.17% 0.17% (0.00%) 0.01% 0.01%

Total = + +7.25% 5.01% 2.15% 0.09% 2.24%

* Current Quarter Target = 53.0% Blmbg Aggregate, 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 - June 30, 2017

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.

Seven 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% 16.03% 15.43% 0.06% 0.04% 0.10%
Small Cap Equity 4% 4% 15.47% 14.35% 0.04% (0.01%) 0.03%
Domestic Fixed Income 52% 52% 6.11% 3.19% 1.54% (0.04%) 1.50%
Real Estate 6% 6% 16.41% 11.58% 0.29% 0.03% 0.32%
International Equity 8% 8% 8.78% 6.99% 0.14% (0.03%) 0.12%
Diversified Real Assets 18% 19% 4.44% 4.59% (0.05%) 0.00% (0.04%)
Cash & Equivalents 1% 1% 0.20% 0.15% 0.00% 0.00% 0.00%

Total = + +8.03% 6.01% 2.03% (0.00%) 2.03%

* Current Quarter Target = 53.0% Blmbg Aggregate, 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.

 40
NDSIB - Workforce Safety & Insurance



NDSIB - Workforce Safety & Insurance
Cumulative Results

    80

   100

   120

   140

   160

   180

   200

2010 2011 2012 2013 2014 2015 2016 2017

  171.7

  150.4

Cumulative Time-Weighted Performance
June 2010 = 100

Total Fund

Total Fund Target

 41



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 = 53.0% Blmbg Aggregate, 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 June 30, 2017
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Total Asset Class Performance
Five Years Ended June 30, 2017
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* Current Quarter Target = 53.0% Blmbg Aggregate, 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 June 30, 2017, with the
distribution as of March 31, 2017. 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

June 30, 2017 March 31, 2017

Market Value Weight Net New Inv. Inv. Return Market Value Weight
Large Cap Equity $225,967,420 11.93% $(3,661,122) $5,989,329 $223,639,212 12.01%

Small Cap Equity $73,302,938 3.87% $(376,112) $1,085,820 $72,593,231 3.90%

International Equity $170,421,845 9.00% $(12,026,947) $12,715,222 $169,733,569 9.11%

Domestic Fixed Income $1,002,477,211 52.91% $(58,238) $24,911,806 $977,623,644 52.48%

Diversified Real Assets $269,189,521 14.21% $(1,101,522) $10,343,796 $259,947,247 13.95%

Real Estate $138,384,075 7.30% $(1,767,621) $3,457,006 $136,694,690 7.34%

Cash & Equivalents $14,871,774 0.78% $(7,799,384) $26,377 $22,644,781 1.22%

Securities Lending Income $0 0.00% $(47,335) $47,335 - -

Total Fund $1,894,614,785 100.0% $(26,838,281) $58,576,691 $1,862,876,374 100.0%

PLEASE REFER TO PAGE 30 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 June 30,
2017. 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 June 30, 2017

Last Last Last
Last Last  3  5  7

Quarter Year Years Years Years

Large Cap Equity
Gross 2.68% 17.94% 9.75% 15.58% 16.03%
Net 2.64% 17.68% 9.54% 15.36% 15.76%
   Benchmark(1) 3.06% 18.03% 9.26% 14.67% 15.42%

Small Cap Equity
Gross 1.51% 23.31% 8.04% 15.05% 15.47%
Net 1.47% 22.80% 7.65% 14.62% 14.89%
   Russell 2000 2.46% 24.60% 7.36% 13.70% 14.35%

International Equity
Gross 7.52% 24.61% 3.00% 10.61% 8.78%
Net 7.44% 24.26% 2.67% 10.24% 8.39%
   Benchmark(2) 5.63% 19.49% 0.93% 8.55% 6.99%

Domestic Fixed Income
Gross 2.55% 4.14% 4.23% 5.07% 6.11%
Net 2.52% 4.01% 4.10% 4.92% 5.95%
   Blmbg Aggregate 1.45% (0.31%) 2.48% 2.21% 3.19%

Diversified Real Assets
Gross 3.99% 4.02% 2.48% 3.68% 4.44%
Net 3.86% 3.74% 2.14% 3.34% 4.08%
   Weighted Benchmark 1.27% 1.75% 1.47% 2.68% 4.59%

Real Estate
Gross 2.55% 8.72% 11.82% 13.05% 16.41%
Net 2.28% 8.07% 11.07% 12.14% 15.39%
   NCREIF Total Index 1.75% 6.97% 10.17% 10.49% 11.58%

Cash & Equivalents - Net 0.18% 0.44% 0.19% 0.17% 0.20%
   90 Day Treasury Bills 0.20% 0.49% 0.23% 0.17% 0.15%

Total Fund
Gross 3.16% 8.53% 5.26% 7.25% 8.03%
Net 3.09% 8.29% 5.02% 6.98% 7.74%
   Target* 2.04% 5.20% 3.75% 5.01% 6.01%

* Current Quarter Target = 53.0% Blmbg Aggregate, 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; MSCI World ex-US
thereafter.
PLEASE REFER TO PAGE 31-33 FOR INVESTMENT MANAGER LEVEL RETURNS.
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Actual vs Target Asset Allocation
As of June 30, 2017

The first chart below shows the Fund’s asset allocation as of June 30, 2017. The second chart shows the Fund’s target asset
allocation as outlined in the investment policy statement.

Actual Asset Allocation

Short Term Fixed Income
97%

Cash & Equivalents
3%

Target Asset Allocation

Short Term Fixed Income
97%

Cash & Equivalents
3%

$000s Weight Percent $000s
Asset Class Actual Actual Target Difference Difference
Short Term Fixed Income          5,942   97.0%   97.0%    0.0%               0
Cash & Equivalents             186    3.0%    3.0%    0.0%               0
Total           6,128  100.0%  100.0%

* Current Quarter Target = 97.0% Blmbg Gov/Cred 1-3 Yr and 3.0% 3-month Treasury Bill.

 47
NDSIB - Budget Stabilization Fund



Quarterly Total Fund Relative Attribution - June 30, 2017

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

(8%) (6%) (4%) (2%) 0% 2% 4% 6% 8%

Short Term Fixed Income 4.59

Cash & Equivalents (4.59 )

Short Term Fixed Income

Cash & Equivalents

Total

Actual vs Target Returns

0.00% 0.10% 0.20% 0.30% 0.40% 0.50% 0.60%

0.39

0.31

0.18

0.20

0.36

0.27

Actual Target

Relative Attribution by Asset Class

(0.02%) 0.00% 0.02% 0.04% 0.06% 0.08% 0.10% 0.12%

0.07

0.08

(0.00 )

0.01

0.01

0.07

0.02

0.09

Manager Effect Asset Allocation Total

Relative Attribution Effects for Quarter ended June 30, 2017

Effective Effective Total
Actual Target Actual Target Manager Asset Relative

Asset Class Weight Weight Return Return Effect Allocation Return
Short Term Fixed Income91% 87% 0.39% 0.31% 0.07% 0.00% 0.08%
Cash & Equivalents 9% 13% 0.18% 0.20% (0.00%) 0.01% 0.01%

Total = + +0.36% 0.27% 0.07% 0.02% 0.09%

* Current Quarter Target = 97.0% Blmbg Gov/Cred 1-3 Yr and 3.0% 3-month Treasury Bill.
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Cumulative Total Fund Relative Attribution - June 30, 2017

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
BND CDs 12% 11% - - 0.00% 0.02% 0.02%
Short Term Fixed Income84% 83% 0.91% 0.04% 0.71% 0.01% 0.72%
Cash & Equivalents 5% 6% 0.43% 0.49% (0.00%) 0.01% 0.01%

Total = + +1.13% 0.38% 0.71% 0.04% 0.75%

* Current Quarter Target = 97.0% Blmbg Gov/Cred 1-3 Yr and 3.0% 3-month Treasury Bill.
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Cumulative Total Fund Relative Attribution - June 30, 2017

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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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
BND CDs 15% 15% - - 0.15% 0.00% 0.16%
Short Term Fixed Income83% 82% 1.54% 0.75% 0.65% 0.00% 0.65%
Cash & Equivalents 3% 3% 0.19% 0.23% (0.00%) 0.01% 0.01%

Total = + +1.68% 0.87% 0.80% 0.01% 0.81%

* Current Quarter Target = 97.0% Blmbg Gov/Cred 1-3 Yr and 3.0% 3-month Treasury Bill.
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Cumulative Total Fund Relative Attribution - June 30, 2017

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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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
BND CDs 18% 18% - - 0.37% 0.00% 0.38%
Short Term Fixed Income80% 80% 1.58% 0.67% 0.72% 0.00% 0.72%
Cash & Equivalents 2% 3% 0.17% 0.17% (0.00%) 0.01% 0.01%

Total = + +1.81% 0.70% 1.10% 0.01% 1.11%

* Current Quarter Target = 97.0% Blmbg Gov/Cred 1-3 Yr and 3.0% 3-month Treasury Bill.
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Cumulative Total Fund Relative Attribution - June 30, 2017

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.

Seven Year Annualized Relative Attribution Effects
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Seven Year Annualized Relative Attribution Effects

Effective Effective Total
Actual Target Actual Target Manager Asset Relative

Asset Class Weight Weight Return Return Effect Allocation Return
BND CDs 21% 16% - - 0.38% 0.23% 0.62%
Short Term Fixed Income75% 65% 1.86% 0.98% 0.68% 0.25% 0.93%
Cash & Equivalents 4% 20% 0.20% 0.15% 0.00% 0.00% 0.01%

Total = + +2.13% 0.57% 1.08% 0.49% 1.56%

* Current Quarter Target = 97.0% Blmbg Gov/Cred 1-3 Yr and 3.0% 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 = 97.0% Blmbg Gov/Cred 1-3 Yr and 3.0% 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 June 30, 2017, with the
distribution as of March 31, 2017. 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

June 30, 2017 March 31, 2017

Market Value Weight Net New Inv. Inv. Return Market Value Weight
Short Term Fixed Income $5,941,545 96.96% $989,861 $20,795 $4,930,889 80.64%

Cash & Equivalents $186,299 3.04% $(998,651) $955 $1,183,995 19.36%

Securities Lending Income $0 0.00% $(79) $79 - -

Total Fund $6,127,844 100.0% $(8,869) $21,829 $6,114,884 100.0%

PLEASE REFER TO PAGE 30 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 June 30,
2017. 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 June 30, 2017

Last Last Last
Last Last  3  5  7

Quarter Year Years Years Years

Short Term Fixed Income
Gross 0.39% 0.91% 1.54% 1.58% 1.86%
Net 0.33% 0.52% 1.31% 1.40% 1.70%
   Blended Benchmark(1) 0.31% 0.04% 0.75% 0.67% -

Cash & Equivalents - Net 0.18% 0.43% 0.19% 0.17% 0.20%
   3-month Treasury Bill 0.20% 0.49% 0.23% 0.17% 0.15%

Total Fund
Gross 0.36% 1.13% 1.68% 1.81% 2.13%
Net 0.29% 0.80% 1.49% 1.66% 2.00%
   Target* 0.27% 0.38% 0.87% 0.70% 0.57%

* Current Quarter Target = 97.0% Blmbg Gov/Cred 1-3 Yr and 3.0% 3-month Treasury Bill.
(1) Blmbg Gov 1-3 Yr through March 31, 2017 and Blmbg Gov/Credit 1-3 Yr thereafter.

PLEASE REFER TO PAGES 31-33 FOR INVESTMENT MANAGER LEVEL RETURNS.
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Large Cap Equity
Period Ended June 30, 2017

Quarterly Summary and Highlights
Large Cap Equity’s portfolio posted a 2.67% return for the
quarter placing it in the 63 percentile of the CAI Large
Capitalization group for the quarter and in the 62 percentile
for the last year.

Large Cap Equity’s portfolio underperformed the Large Cap
Equity Target by 0.39% for the quarter and underperformed
the Large Cap Equity Target for the year by 0.15%.

Quarterly Asset Growth

Beginning Market Value $241,086,220

Net New Investment $-3,108,352

Investment Gains/(Losses) $6,465,256

Ending Market Value $244,443,123

Performance vs CAI Large Capitalization (Gross)
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(70)
(56)

10th Percentile 6.22 24.98 11.93 11.53 16.42 9.44
25th Percentile 4.94 22.01 10.68 10.43 15.56 8.50

Median 3.09 19.14 9.52 8.95 14.52 7.54
75th Percentile 2.07 16.69 8.10 7.57 13.69 6.44
90th Percentile 1.23 14.43 6.57 6.72 12.81 5.70

Large Cap Equity 2.67 17.87 10.14 9.76 15.60 6.56

Large Cap
Equity Target 3.06 18.03 10.22 9.26 14.67 7.19

Relative Return vs Large Cap Equity Target
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Parametric Clifton Large Cap
Period Ended June 30, 2017

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 3.12%
return for the quarter placing it in the 49 percentile of the CAI
Large Capitalization group for the quarter and in the 61
percentile for the last year.

Parametric Clifton Large Cap’s portfolio outperformed the
S&P 500 Index by 0.03% for the quarter and outperformed
the S&P 500 Index for the year by 0.03%.

Quarterly Asset Growth

Beginning Market Value $47,453,033

Net New Investment $0

Investment Gains/(Losses) $1,479,866

Ending Market Value $48,932,899

Performance vs CAI Large Capitalization (Gross)
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(15)(24) (33)(38)

(39)(48)
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(50)

10th Percentile 6.22 24.98 11.93 11.53 16.42 16.95
25th Percentile 4.94 22.01 10.68 10.43 15.56 15.90

Median 3.09 19.14 9.52 8.95 14.52 14.75
75th Percentile 2.07 16.69 8.10 7.57 13.69 13.54
90th Percentile 1.23 14.43 6.57 6.72 12.81 12.66

Parametric
Clifton Large Cap 3.12 17.93 11.43 9.99 14.96 16.06

S&P 500 Index 3.09 17.90 10.73 9.61 14.63 14.75

Relative Return vs S&P 500 Index
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L.A. Capital
Period Ended June 30, 2017

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 3.22%
return for the quarter placing it in the 94 percentile of the CAI
Large Cap Growth group for the quarter and in the 92
percentile for the last year.

L.A. Capital Large Cap Growth’s portfolio underperformed
the Russell 1000 Growth Index by 1.45% for the quarter and
underperformed the Russell 1000 Growth Index for the year
by 5.13%.

Quarterly Asset Growth

Beginning Market Value $73,649,648

Net New Investment $-3,038,077

Investment Gains/(Losses) $2,419,607

Ending Market Value $73,031,178

Performance vs CAI Large Cap Growth (Gross)
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(72)
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(19) (34)(30)

(40)(46)

(54)(50) (22)
(61)

10th Percentile 7.85 26.43 12.56 13.09 17.23 10.34 10.46
25th Percentile 6.31 23.03 10.99 11.50 15.98 9.43 9.54

Median 5.25 20.68 9.97 10.45 14.91 8.92 8.92
75th Percentile 4.58 18.06 8.41 9.03 14.03 7.89 8.56
90th Percentile 3.84 16.08 6.59 8.02 12.99 7.05 7.76

L.A. Capital
Large Cap Growth 3.22 15.29 10.26 11.01 15.39 8.72 9.66

Russell 1000
Growth Index 4.67 20.42 11.38 11.11 15.30 8.91 8.74

Relative Return vs Russell 1000 Growth Index
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L.A. Capital Enhanced
Period Ended June 30, 2017

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 2.18% return for
the quarter placing it in the 79 percentile of the CAI Large
Cap Core group for the quarter and in the 83 percentile for
the last year.

L.A. Capital Enhanced’s portfolio underperformed the
Russell 1000 Index by 0.88% for the quarter and
underperformed the Russell 1000 Index for the year by
2.36%.

Quarterly Asset Growth

Beginning Market Value $47,251,677

Net New Investment $-15,908

Investment Gains/(Losses) $1,029,616

Ending Market Value $48,265,386

Performance vs CAI Large Cap Core (Gross)
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10th Percentile 4.30 23.56 11.95 10.58 16.11 8.54 9.46
25th Percentile 3.43 21.29 10.70 10.03 15.45 8.01 9.07

Median 2.90 18.62 9.62 9.13 14.52 7.53 8.62
75th Percentile 2.31 16.36 8.19 7.94 13.63 6.76 8.19
90th Percentile 1.57 14.26 6.39 6.89 12.78 6.34 7.68

L.A. Capital
Enhanced 2.18 15.67 10.71 9.95 14.97 8.25 9.48

Russell 1000 Index 3.06 18.03 10.22 9.26 14.67 7.29 8.43

Relative Return vs Russell 1000 Index
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LSV Asset Management
Period Ended June 30, 2017

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 2.11% return for
the quarter placing it in the 42 percentile of the CAI Large
Cap Value group for the quarter and in the 20 percentile for
the last year.

LSV Large Cap Value’s portfolio outperformed the Russell
1000 Value Index by 0.77% for the quarter and
outperformed the Russell 1000 Value Index for the year by
6.24%.

Quarterly Asset Growth

Beginning Market Value $72,731,862

Net New Investment $-54,368

Investment Gains/(Losses) $1,536,166

Ending Market Value $74,213,660

Performance vs CAI Large Cap Value (Gross)

0%

5%

10%

15%

20%

25%

30%

35%

Last Quarter Fiscal Year Last 2 Years Last 3 Years Last 5 Years Last 10 Years Last 19 Years

(42)(69)

(20)

(76)

(55)(43) (34)(60)

(4)
(56)

(30)(79)
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10th Percentile 3.18 27.25 11.06 9.23 16.27 8.14 8.70
25th Percentile 2.64 20.66 10.11 8.66 15.05 6.99 8.25

Median 1.85 17.82 8.74 7.59 14.06 6.19 7.64
75th Percentile 1.18 15.73 7.41 6.70 13.43 5.63 6.73
90th Percentile 0.70 13.11 6.14 5.47 12.72 4.57 6.03

LSV Large
Cap Value 2.11 21.77 8.67 8.17 16.56 6.65 9.09

Russell 1000
Value Index 1.34 15.53 9.01 7.36 13.94 5.57 6.68

Relative Return vs Russell 1000 Value Index
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Small Cap Equity
Period Ended June 30, 2017

Quarterly Summary and Highlights
Small Cap Equity’s portfolio posted a 1.50% return for the
quarter placing it in the 62 percentile of the CAI Small
Capitalization group for the quarter and in the 49 percentile
for the last year.

Small Cap Equity’s portfolio underperformed the Small Cap
Equity Target by 0.96% for the quarter and underperformed
the Small Cap Equity Target for the year by 1.30%.

Quarterly Asset Growth

Beginning Market Value $80,065,040

Net New Investment $-25,492

Investment Gains/(Losses) $1,204,864

Ending Market Value $81,244,411

Performance vs CAI Small Capitalization (Gross)
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10th Percentile 6.40 29.03 11.92 10.96 17.27 10.04
25th Percentile 4.32 26.14 10.38 9.75 16.11 9.20

Median 2.33 23.16 7.97 8.07 14.83 8.07
75th Percentile 0.66 20.83 5.28 6.27 13.21 7.02
90th Percentile (0.37) 17.94 2.03 3.82 11.49 5.88

Small Cap Equity 1.50 23.30 8.31 8.03 15.04 7.42

Small Cap
Equity Target 2.46 24.60 7.80 7.36 13.70 6.92

Relative Return vs Small Cap Equity Target
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Parametric Clifton SmallCap
Period Ended June 30, 2017

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 2.64%
return for the quarter placing it in the 45 percentile of the CAI
Small Capitalization group for the quarter and in the 35
percentile for the last year.

Parametric Clifton SmallCap’s portfolio outperformed the
Russell 2000 Index by 0.17% for the quarter and
outperformed the Russell 2000 Index for the year by 0.65%.

Quarterly Asset Growth

Beginning Market Value $39,914,976

Net New Investment $0

Investment Gains/(Losses) $1,052,470

Ending Market Value $40,967,446

Performance vs CAI Small Capitalization (Gross)
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10th Percentile 6.40 29.03 11.92 10.96 17.27 19.47
25th Percentile 4.32 26.14 10.38 9.75 16.11 17.71

Median 2.33 23.16 7.97 8.07 14.83 16.52
75th Percentile 0.66 20.83 5.28 6.27 13.21 15.20
90th Percentile (0.37) 17.94 2.03 3.82 11.49 14.00

Parametric
Clifton SmallCap 2.64 25.25 8.78 8.60 14.92 16.71

Russell 2000 Index 2.46 24.60 7.80 7.36 13.70 14.62

Relative Return vs Russell 2000 Index
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PIMCO RAE
Period Ended June 30, 2017

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 0.38% return for the quarter
placing it in the 81 percentile of the CAI Small Capitalization
group for the quarter and in the 69 percentile for the last
year.

PIMCO RAE’s portfolio underperformed the Russell 2000
Index by 2.08% for the quarter and underperformed the
Russell 2000 Index for the year by 3.02%.

Quarterly Asset Growth

Beginning Market Value $40,150,063

Net New Investment $-25,492

Investment Gains/(Losses) $152,394

Ending Market Value $40,276,965

Performance vs CAI Small Capitalization (Gross)
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10th Percentile 6.40 29.03 11.92 10.96 17.27 10.43
25th Percentile 4.32 26.14 10.38 9.75 16.11 9.75

Median 2.33 23.16 7.97 8.07 14.83 8.67
75th Percentile 0.66 20.83 5.28 6.27 13.21 7.60
90th Percentile (0.37) 17.94 2.03 3.82 11.49 6.44

PIMCO RAE 0.38 21.58 8.11 7.24 14.97 8.43

Russell 2000 Index 2.46 24.60 7.80 7.36 13.70 7.45

Relative Return vs Russell 2000 Index
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International Equity
Period Ended June 30, 2017

Quarterly Summary and Highlights
International Equity’s portfolio posted a 7.51% return for the
quarter placing it in the 14 percentile of the Pub Pln-
International Equity group for the quarter and in the 19
percentile for the last year.

International Equity’s portfolio outperformed the International
Equity Target by 1.88% for the quarter and outperformed the
International Equity Target for the year by 5.11%.

Quarterly Asset Growth

Beginning Market Value $178,846,457

Net New Investment $-12,138,188

Investment Gains/(Losses) $13,398,551

Ending Market Value $180,106,820

Performance vs Pub Pln- International Equity (Gross)
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10th Percentile 8.07 26.36 7.32 3.81 10.15 3.24
25th Percentile 6.78 23.38 5.93 2.95 9.29 2.65

Median 6.27 20.90 5.07 2.22 8.50 2.05
75th Percentile 5.96 19.59 4.22 1.52 7.38 1.06
90th Percentile 5.39 17.47 3.31 0.90 5.83 (0.20)

International Equity 7.51 24.60 5.64 2.99 10.71 1.66

International
Equity Target 5.63 19.49 3.61 0.93 8.55 0.71

Relative Return vs International Equity Target
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DFA Intl Small Cap Value
Period Ended June 30, 2017

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 6.33% return
for the quarter placing it in the 89 percentile of the CAI
International Small Cap Mut Funds group for the quarter and
in the 5 percentile for the last year.

DFA Intl Small Cap Value’s portfolio underperformed the
World ex US SC Value by 0.11% for the quarter and
outperformed the World ex US SC Value for the year by
5.28%.

Quarterly Asset Growth

Beginning Market Value $18,396,616

Net New Investment $0

Investment Gains/(Losses) $1,165,272

Ending Market Value $19,561,888

Performance vs CAI International Small Cap Mut Funds (Net)
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10th Percentile 10.87 26.83 10.15 7.25 13.81 6.36
25th Percentile 9.35 24.06 8.15 5.21 12.69 4.92

Median 8.61 21.60 6.50 3.59 11.44 3.72
75th Percentile 7.67 16.63 4.54 1.82 9.32 2.93
90th Percentile 6.25 14.86 3.21 0.80 7.89 1.97

DFA Intl
Small Cap Value 6.33 28.80 8.09 4.16 13.74 4.86

World ex
US SC Value 6.44 23.52 7.72 2.76 11.48 4.17

Relative Return vs World ex US SC Value
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LSV Intl Value
Period Ended June 30, 2017

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 6.72% return for the
quarter placing it in the 51 percentile of the CAI Non-US
Equity group for the quarter and in the 8 percentile for the
last year.

LSV Intl Value’s portfolio outperformed the Benchmark by
0.60% for the quarter and outperformed the Benchmark for
the year by 6.89%.

Quarterly Asset Growth

Beginning Market Value $74,933,832

Net New Investment $-7,072,994

Investment Gains/(Losses) $4,977,232

Ending Market Value $72,838,070

Performance vs CAI Non-US Equity (Gross)

0%

5%

10%

15%

20%

25%

30%

35%

Last Quarter Fiscal Year Last 2 Years Last 3 Years Last 5 Years Last 10 Years Last 12-1/2
Years

(51)(73)

(8)

(58)

(30)
(65) (42)

(78)

(22)
(71)

(95)(93)

(80)(91)

10th Percentile 8.83 26.38 8.00 4.97 11.69 4.82 8.04
25th Percentile 7.90 23.72 6.57 3.92 10.74 3.61 7.18

Median 6.75 21.05 4.79 2.63 9.57 2.33 6.09
75th Percentile 6.07 18.04 3.45 1.44 8.58 1.65 5.51
90th Percentile 5.26 15.35 2.40 0.24 7.64 1.10 4.92

LSV Intl Value 6.72 27.15 6.25 2.96 10.89 0.62 5.32

Benchmark 6.12 20.27 3.94 1.15 8.69 0.77 4.82

Relative Return vs Benchmark
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Vanguard Intl Explorer Fund
Period Ended June 30, 2017

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 10.44%
return for the quarter placing it in the 15 percentile of the CAI
International Small Cap Mut Funds group for the quarter and
in the 11 percentile for the last year.

Vanguard Intl Explorer Fund’s portfolio outperformed the
S&P BMI EPAC <$2 B by 3.11% for the quarter and
outperformed the S&P BMI EPAC <$2 B for the year by
5.71%.

Quarterly Asset Growth

Beginning Market Value $19,909,369

Net New Investment $-5,000,000

Investment Gains/(Losses) $2,083,290

Ending Market Value $16,992,660

Performance vs CAI International Small Cap Mut Funds (Net)

0%

5%

10%

15%

20%

25%

30%

Last Quarter Fiscal Year Last 2 Years Last 3 Years Last 5 Years Last 10 Years Last 14 Years

(15)

(80)

(11)

(55)

(21)(27)

(18)(18)

(21)
(38)
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10th Percentile 10.87 26.83 10.15 7.25 13.81 5.42 13.85
25th Percentile 9.35 24.06 8.15 5.21 12.69 3.96 12.04

Median 8.61 21.60 6.50 3.59 11.44 3.08 10.49
75th Percentile 7.67 16.63 4.54 1.82 9.32 2.04 9.01
90th Percentile 6.25 14.86 3.21 0.80 7.89 1.33 8.28

Vanguard Intl
Explorer Fund 10.44 26.60 8.35 5.69 13.05 3.45 10.93

S&P BMI
EPAC <$2 B 7.33 20.88 8.08 5.71 12.00 2.88 10.34

Relative Return vs S&P BMI EPAC <$2 B
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William Blair
Period Ended June 30, 2017

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 7.89% return for the quarter
placing it in the 47 percentile of the CAI Non-US All Country
Growth Equity group for the quarter and in the 57 percentile
for the last year.

William Blair’s portfolio outperformed the MSCI ACWI ex US
IMI by 2.04% for the quarter and underperformed the MSCI
ACWI ex US IMI for the year by 0.53%.

Quarterly Asset Growth

Beginning Market Value $65,606,640

Net New Investment $-65,194

Investment Gains/(Losses) $5,172,756

Ending Market Value $70,714,202

Performance vs CAI Non-US All Country Growth Equity (Gross)
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10th Percentile 9.82 26.77
25th Percentile 8.89 22.82

Median 7.81 20.16
75th Percentile 6.85 16.73
90th Percentile 6.28 14.77

William Blair 7.89 19.91

MSCI ACWI
ex US IMI 5.85 20.43

Relative Return vs MSCI ACWI ex US IMI
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Domestic Fixed Income
Period Ended June 30, 2017

Quarterly Summary and Highlights
Domestic Fixed Income’s portfolio posted a 2.68% return for
the quarter placing it in the 3 percentile of the Pub Pln-
Domestic Fixed group for the quarter and in the 10
percentile for the last year.

Domestic Fixed Income’s portfolio outperformed the
Domestic Fixed Inc. Target by 1.23% for the quarter and
outperformed the Domestic Fixed Inc. Target for the year by
5.15%.

Quarterly Asset Growth

Beginning Market Value $1,093,616,324

Net New Investment $459,423

Investment Gains/(Losses) $29,328,024

Ending Market Value $1,123,403,771

Performance vs Pub Pln- Domestic Fixed (Gross)
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10th Percentile 1.97 4.91 4.61 3.99 4.43 6.07
25th Percentile 1.77 3.52 3.99 3.16 3.52 5.39

Median 1.56 1.48 3.44 2.78 2.85 4.95
75th Percentile 1.29 0.08 2.81 2.22 2.08 4.05
90th Percentile 0.95 (0.38) 2.06 1.95 1.59 3.56

Domestic
Fixed Income 2.68 4.83 5.62 4.54 5.25 6.44

Domestic Fixed
Inc. Target 1.45 (0.31) 2.79 2.48 2.21 4.48

Relative Return vs Domestic Fixed Inc. Target
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Declaration Total Return
Period Ended June 30, 2017

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 1.87% 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 1 percentile for the last year.

Declaration Total Return’s portfolio outperformed the LIBOR
- 3 Month by 1.58% for the quarter and outperformed the
LIBOR - 3 Month for the year by 4.01%.

Quarterly Asset Growth

Beginning Market Value $82,398,045

Net New Investment $-29,944

Investment Gains/(Losses) $1,542,457

Ending Market Value $83,910,558

Performance vs CAI Intermediate Fixed Income Mut Funds (Net)
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10th Percentile 1.63 1.84 3.67 2.99 3.92
25th Percentile 1.53 1.08 2.79 2.28 3.12

Median 0.96 0.48 2.01 1.67 2.22
75th Percentile 0.65 (0.21) 1.16 1.28 1.55
90th Percentile 0.39 (1.14) 0.54 0.78 1.06

Declaration
Total Return 1.87 4.99 3.79 3.71 4.47

LIBOR - 3 Month 0.30 0.98 0.74 0.58 0.52

Relative Return vs LIBOR - 3 Month
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PIMCO DiSCO II
Period Ended June 30, 2017

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 4.52% 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 Blmbg
Aggregate by 3.07% for the quarter and outperformed the
Blmbg Aggregate for the year by 17.39%.

Quarterly Asset Growth

Beginning Market Value $92,360,066

Net New Investment $0

Investment Gains/(Losses) $4,172,879

Ending Market Value $96,532,945

Performance vs CAI Core Bond Mutual Funds (Net)
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A(1)
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A(1)

B(89)(73)

10th Percentile 1.75 1.35 3.57 2.90 3.31 3.73
25th Percentile 1.62 0.94 3.02 2.50 2.61 2.96

Median 1.48 0.12 2.68 2.21 2.31 2.71
75th Percentile 1.33 (0.19) 2.45 2.07 2.08 2.37
90th Percentile 1.20 (0.50) 2.26 1.91 1.67 2.05

PIMCO DiSCO II A 4.52 17.08 10.55 8.43 13.70 15.30
Blmbg Mortgage B 0.87 (0.06) 2.12 2.17 2.00 2.12

Blmbg Aggregate 1.45 (0.31) 2.79 2.48 2.21 2.45

Relative Return vs Blmbg Aggregate
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PIMCO Bravo II Fund
Period Ended June 30, 2017

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 4.63% 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 Bravo II Fund’s portfolio outperformed the Blmbg
Aggregate by 3.18% for the quarter and outperformed the
Blmbg Aggregate for the year by 13.69%.

Quarterly Asset Growth

Beginning Market Value $54,769,318

Net New Investment $0

Investment Gains/(Losses) $2,534,921

Ending Market Value $57,304,239

Performance vs CAI Core Bond Mutual Funds (Net)

(5%)

0%

5%

10%

15%

20%

Last Quarter Fiscal Year Last 2 Years Last 3 Years Last 3-1/2 Years

(1)

(54)

(1)

(83)

(1)

(39)

(1)

(30)

(1)

(37)

10th Percentile 1.75 1.35 3.57 2.90 3.83
25th Percentile 1.62 0.94 3.02 2.50 3.37

Median 1.48 0.12 2.68 2.21 3.08
75th Percentile 1.33 (0.19) 2.45 2.07 2.83
90th Percentile 1.20 (0.50) 2.26 1.91 2.51

PIMCO
Bravo II Fund 4.63 13.38 10.15 10.22 15.63

Blmbg Aggregate 1.45 (0.31) 2.79 2.48 3.25

Relative Return vs Blmbg Aggregate
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Prudential
Period Ended June 30, 2017

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 2.48% 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.

Prudential’s portfolio outperformed the Blmbg Aggregate by
1.03% for the quarter and outperformed the Blmbg
Aggregate for the year by 3.11%.

Quarterly Asset Growth

Beginning Market Value $112,574,944

Net New Investment $-74,451

Investment Gains/(Losses) $2,787,723

Ending Market Value $115,288,216

Performance vs CAI Core Bond Fixed Income (Gross)

(2%)

(1%)

0%

1%

2%

3%

4%

5%

6%

7%

8%

Last Quarter Fiscal Year Last 2 Years Last 3 Years Last 5 Years Last 10 Years Last 10-3/4
Years

(1)

(75)

(2)

(86)

(1)

(89)

(1)

(89)

(1)

(98)

(1)

(90)

(1)

(91)

10th Percentile 1.77 1.58 3.93 3.31 3.42 5.70 5.46
25th Percentile 1.66 0.95 3.61 3.07 3.09 5.40 5.24

Median 1.54 0.37 3.20 2.90 2.70 5.04 4.93
75th Percentile 1.45 (0.07) 2.97 2.67 2.43 4.80 4.71
90th Percentile 1.35 (0.39) 2.79 2.37 2.35 4.50 4.42

Prudential 2.48 2.79 4.93 4.06 4.17 6.46 6.29

Blmbg Aggregate 1.45 (0.31) 2.79 2.48 2.21 4.48 4.37

Relative Return vs Blmbg Aggregate
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SSgA US Govt Cr Bd Index
Period Ended June 30, 2017

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 1.69% return
for the quarter placing it in the 55 percentile of the CAI
Government/Credit group for the quarter and in the 79
percentile for the last year.

SSgA US Govt Cr Bd Index’s portfolio outperformed the
Blmbg Gov/Credit by 0.00% for the quarter and
underperformed the Blmbg Gov/Credit for the year by
0.01%.

Quarterly Asset Growth

Beginning Market Value $141,933,546

Net New Investment $-2,512,043

Investment Gains/(Losses) $2,422,782

Ending Market Value $141,844,286

Performance vs CAI Government/Credit (Gross)
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10th Percentile 1.92 0.61 3.95 3.19 3.76
25th Percentile 1.83 0.32 3.72 3.16 3.61

Median 1.73 (0.05) 3.41 2.99 3.47
75th Percentile 1.65 (0.40) 3.17 2.81 3.16
90th Percentile 1.54 (0.93) 3.05 2.64 3.03

SSgA US Govt
Cr Bd Index 1.69 (0.43) 3.08 2.62 3.03

Blmbg Gov/Credit 1.69 (0.41) 3.08 2.62 3.03

Relative Return vs Blmbg Gov/Credit
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Wells Capital
Period Ended June 30, 2017

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 3.10% 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 Blmbg Baa Cred
3% Iss Cap by 0.42% for the quarter and outperformed the
Blmbg Baa Cred 3% Iss Cap for the year by 1.86%.

Quarterly Asset Growth

Beginning Market Value $304,986,490

Net New Investment $-121,585

Investment Gains/(Losses) $9,459,316

Ending Market Value $314,324,221

Performance vs CAI Core Bond Fixed Income (Gross)
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10th Percentile 1.77 1.58 3.93 3.31 3.42 5.70 5.54
25th Percentile 1.66 0.95 3.61 3.07 3.09 5.40 5.39

Median 1.54 0.37 3.20 2.90 2.70 5.04 5.14
75th Percentile 1.45 (0.07) 2.97 2.67 2.43 4.80 4.92
90th Percentile 1.35 (0.39) 2.79 2.37 2.35 4.50 4.74

Wells Capital 3.10 5.42 6.30 4.49 5.31 7.47 7.13

Blmbg Baa
Cred 3% Iss Cap 2.68 3.57 5.22 3.47 4.30 6.49 6.49

Relative Returns vs
Blmbg Baa Cred 3% Iss Cap
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Western Asset Management Company
Period Ended June 30, 2017

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 2.10% 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 Blmbg
Aggregate by 0.66% for the quarter and outperformed the
Blmbg Aggregate for the year by 3.05%.

Quarterly Asset Growth

Beginning Market Value $304,593,914

Net New Investment $3,197,446

Investment Gains/(Losses) $6,407,946

Ending Market Value $314,199,305

Performance vs CAI Core Bond Fixed Income (Gross)
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Median 1.54 0.37 3.20 2.90 2.70 5.04 6.62
75th Percentile 1.45 (0.07) 2.97 2.67 2.43 4.80 6.46
90th Percentile 1.35 (0.39) 2.79 2.37 2.35 4.50 6.30

Western Asset 2.10 2.73 4.74 4.08 4.10 5.62 7.17

Blmbg Aggregate 1.45 (0.31) 2.79 2.48 2.21 4.48 6.13

Relative Return vs Blmbg Aggregate
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Western TIPS
Period Ended June 30, 2017

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. Bloomberg US TIPS
through 12/31/2009 and Bloomberg Global Inflation-Linked thereafter.

Quarterly Summary and Highlights
Western TIPS’s portfolio outperformed the Blmbg Glbl
Inftn-Linked by 0.49% for the quarter and outperformed the
Blmbg Glbl Inftn-Linked for the year by 0.05%.

Quarterly Asset Growth

Beginning Market Value $111,255,799

Net New Investment $-37,459

Investment Gains/(Losses) $2,809,220

Ending Market Value $114,027,560
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Eastern Timber Opportunities
Period Ended June 30, 2017

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 0.91% for the quarter and
outperformed the NCREIF Timberland Index for the year by
0.96%.

Quarterly Asset Growth

Beginning Market Value $55,136,330

Net New Investment $-652,554

Investment Gains/(Losses) $865,628

Ending Market Value $55,349,404
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JP Morgan Infrastructure
Period Ended June 30, 2017

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 outperformed the CPI-W
by 6.38% for the quarter and outperformed the CPI-W for
the year by 5.54%.

Quarterly Asset Growth

Beginning Market Value $80,127,112

Net New Investment $-329,643

Investment Gains/(Losses) $5,494,534

Ending Market Value $85,292,003
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Grosvenor Cust. Infrastructure
Period Ended June 30, 2017

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 outperformed the
CPI-W by 7.04% for the quarter and outperformed the
CPI-W for the year by 7.20%.

Quarterly Asset Growth

Beginning Market Value $17,349,892

Net New Investment $91,219

Investment Gains/(Losses) $1,312,497

Ending Market Value $18,753,608
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Real Estate
Period Ended June 30, 2017

Quarterly Summary and Highlights
Real Estate’s portfolio posted a 2.55% return for the quarter
placing it in the 31 percentile of the CAI Total Real Estate
Database group for the quarter and in the 25 percentile for
the last year.

Real Estate’s portfolio outperformed the NCREIF Total Index
by 0.80% for the quarter and outperformed the NCREIF
Total Index for the year by 1.76%.

Quarterly Asset Growth

Beginning Market Value $136,762,074

Net New Investment $-1,771,167

Investment Gains/(Losses) $3,458,669

Ending Market Value $138,449,576

Performance vs CAI Total Real Estate Database (Gross)
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10th Percentile 4.21 10.89 15.13 14.43 17.17 7.55
25th Percentile 2.83 8.65 11.55 12.09 13.29 6.11

Median 1.80 7.76 9.66 10.85 11.79 5.01
75th Percentile 1.50 5.05 8.64 7.75 10.37 3.92
90th Percentile 0.89 2.63 4.39 2.34 5.99 3.24

Real Estate 2.55 8.72 9.61 11.82 13.07 2.50

NCREIF Total Index 1.75 6.97 8.79 10.17 10.49 6.42

Relative Return vs NCREIF Total Index
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Invesco Core Real Estate
Period Ended June 30, 2017

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 1.79% return
for the quarter placing it in the 48 percentile of the CAI Total
Real Estate Database group for the quarter and in the 41
percentile for the last year.

Invesco Core Real Estate’s portfolio outperformed the
NCREIF Total Index by 0.05% for the quarter and
outperformed the NCREIF Total Index for the year by
1.19%.

Quarterly Asset Growth

Beginning Market Value $64,801,064

Net New Investment $-472,743

Investment Gains/(Losses) $1,152,734

Ending Market Value $65,481,054

Performance vs CAI Total Real Estate Database (Net)
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25th Percentile 2.64 9.87 11.93 13.54 12.94

Median 1.74 7.41 9.42 10.69 11.06
75th Percentile 1.33 4.62 6.70 8.06 9.12
90th Percentile 0.55 0.23 1.11 4.11 6.87

Invesco Core
Real Estate 1.79 8.16 9.36 11.52 11.63

NCREIF Total Index 1.75 6.97 8.79 10.17 10.53

Relative Return vs NCREIF Total Index
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JP Morgan Real Estate
Period Ended June 30, 2017

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 2.72% return for
the quarter placing it in the 22 percentile of the CAI Total
Real Estate Database group for the quarter and in the 42
percentile for the last year.

JP Morgan Real Estate’s portfolio outperformed the NCREIF
Total Index by 0.98% for the quarter and outperformed the
NCREIF Total Index for the year by 1.02%.

Quarterly Asset Growth

Beginning Market Value $71,961,010

Net New Investment $-944,132

Investment Gains/(Losses) $1,951,644

Ending Market Value $72,968,522

Performance vs CAI Total Real Estate Database (Net)
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10th Percentile 3.68 12.34 15.02 16.74 16.24 6.56 7.29
25th Percentile 2.64 9.87 11.93 13.54 13.69 5.36 6.73

Median 1.74 7.41 9.42 10.69 11.13 3.99 5.51
75th Percentile 1.33 4.62 6.70 8.06 9.45 1.32 4.26
90th Percentile 0.55 0.23 1.11 4.11 7.08 (1.41) (0.27)

JP Morgan
Real Estate 2.72 7.98 8.50 10.77 12.52 1.61 3.78

NCREIF Total Index 1.75 6.97 8.79 10.17 10.49 6.42 7.73

Relative Return vs NCREIF Total Index
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Short Term Fixed Income
Period Ended June 30, 2017

Quarterly Summary and Highlights
Short Term Fixed Income’s portfolio posted a 0.39% return
for the quarter placing it in the 70 percentile of the CAI
Defensive Fixed Income group for the quarter and in the 34
percentile for the last year.

Short Term Fixed Income’s portfolio outperformed the Short
Term Fixed Target by 0.08% for the quarter and
outperformed the Short Term Fixed Target for the year by
0.90%.

Quarterly Asset Growth

Beginning Market Value $41,012,258

Net New Investment $1,886,053

Investment Gains/(Losses) $163,120

Ending Market Value $43,061,431

Performance vs CAI Defensive Fixed Income (Gross)
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90th Percentile 0.30 0.06 0.86 0.92 0.86 1.24

Short Term
Fixed Income 0.39 0.94 1.40 1.52 1.58 2.32

Short Term
Fixed Target 0.31 0.04 0.67 0.75 0.67 0.52

Relative Return vs Short Term Fixed Target
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JP Morgan  Short Term Bonds
Period Ended June 30, 2017

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 0.39%
return for the quarter placing it in the 70 percentile of the CAI
Defensive Fixed Income group for the quarter and in the 77
percentile for the last year.

JP Morgan  Short Term Bonds’s portfolio outperformed the
Blmbg Gov/Cred 1-3 Yr by 0.08% for the quarter and
underperformed the Blmbg Gov/Cred 1-3 Yr for the year by
0.03%.

Quarterly Asset Growth

Beginning Market Value $41,010,924

Net New Investment $1,887,381

Investment Gains/(Losses) $163,126

Ending Market Value $43,061,431

Performance vs CAI Defensive Fixed Income (Gross)
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10th Percentile 0.72 2.01 2.00 1.74 1.92 2.24
25th Percentile 0.55 1.18 1.71 1.51 1.60 1.75

Median 0.46 0.75 1.30 1.21 1.24 1.36
75th Percentile 0.36 0.36 1.02 0.99 1.00 1.06
90th Percentile 0.30 0.06 0.86 0.92 0.86 0.90

JP Morgan
Short Term Bonds 0.39 0.32 1.07 1.08 1.07 1.18

Blmbg
Gov/Cred 1-3 Yr 0.31 0.35 0.97 0.95 0.95 0.97

Relative Return vs Blmbg Gov/Cred 1-3 Yr
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Ρεσεαρχη ανδ Εδυχατιοναλ Προγραmσ

Τηε Χαλλαν Ινστιτυτε προϖιδεσ βοτη ρεσεαρχη το υπδατε χλιεντσ ον τηε λατεστ ινδυστρψ τρενδσ ανδ χαρεφυλλψ στρυχτυρεδ εδυχατιοναλ προγραmσ 

το ενηανχε τηε κνοωλεδγε οφ ινδυστρψ προφεσσιοναλσ. ςισιτ ωωω.χαλλαν.χοm/λιβραρψ το σεε αλλ οφ ουρ πυβλιχατιονσ, ανδ ωωω.χαλλαν.χοm/βλογ 

το ϖιεω ουρ βλογ �Περσπεχτιϖεσ.� Φορ mορε ινφορmατιον χονταχτ Αννα Wεστ ατ 415.974.5060 / ινστιτυτε≅χαλλαν.χοm.

Νεω Ρεσεαρχη φροm Χαλλαν�σ Εξπερτσ

Τηε Ηεδγε Φυνδ Εδγε: Στιλλ Σηαρπ ορ Τοο 

Dυλλ? | Wηψ σηουλδ ινϖεστορσ βοτηερ ωιτη 

ηεδγε φυνδσ? Τηε οριγιναλ προποσιτιον βεηινδ 

τηεm ωασ τηειρ διφφερεντιατεδ περφορmανχε: 

βεττερ ρισκ−αδϕυστεδ ρετυρνσ ωιτη α λοωερ χορ−

ρελατιον το τραδιτιοναλ χαπιταλ mαρκετσ. Dο 

ηεδγε φυνδσ στιλλ ηαϖε τηειρ ινηερεντ αδϖαν−

ταγε? Τηισ ωηιτε παπερ λοοκσ ατ τηε κεψ τραιτσ ιν τηε DΝΑ οφ ηεδγε 

φυνδσ�ανδ ωηψ τηεψ στιλλ οφφερ αν αδϖανταγε φορ ινϖεστορσ.

Wηιτε Λαβελ Φυνδσ: Α Νο−Νονσενσε Dεσιγν Ηανδβοοκ | Ιν α 

παπερ πυβλισηεδ ιν Τηε ϑουρναλ οφ Ρετιρεmεντ, Χαλλαν�σ Ροδ Βαρε, 

ϑαψ Κλοεπφερ, Λορι Λυχασ, ανδ ϑιmmψ ςενερυσο οφφερ α γυιδε το πλαν 

σπονσορσ χονσιδερινγ αδδινγ τηεσε φυνδσ το τηειρ λινευπ.

Συρϖιϖορσηιπ Βιασ Πρεσεντατιον Συmmαρψ, 2017 Νατιοναλ 

Χονφερενχε | Ιν τηισ πρεσεντατιον, Γρεγ Αλλεν ανδ Βυτχη Χλιφφ δισ−

χυσσεδ αν αλγοριτηm τηεψ δεϖελοπεδ ωιτη Wαλτερ ϑ. Μεερσχηαερτ, 

Χαλλαν�σ mαναγερ οφ Ινφορmατιον Τεχηνολογψ, το mεασυρε ανδ χορ−

rect for survivorship bias, the logical law of looking only at the 
ρεσυλτσ φορ τηε συρϖιϖορσ ιν α υνιϖερσε, ρατηερ τηαν τηε ρεσυλτσ φορ 

αλλ mεmβερσ οφ τηε υνιϖερσε. Τηειρ αλγοριτηm, χαλλεδ ΣΥΒΙΧΟ (φορ 

ΣΥρϖιϖορσηιπ ΒΙασ ΧΟρρεχτιον), υσεσ αλλ οφ τηε υνδερλψινγ δατα φορ 

βοτη συρϖιϖινγ ανδ νον−συρϖιϖινγ mεmβερσ οφ τηε υνιϖερσε το χορρεχτ 

φορ συρϖιϖορσηιπ βιασ.

Νεξτ Γενερατιον ΘDΙΑσ, 2017 Νατιοναλ Χονφερενχε | Τηε ωορκ−

σηοπ �Τηε Φυτυρε οφ DΧ Ισ Ηερε: Τηε Νεξτ Γενερατιον οφ ΘDΙΑσ,� 

ηοστεδ βψ Βεν Ταψλορ, ϑαmεσ ςενερυσο, ανδ Βριαννε Wεψmουτη, 

discussed new approaches to qualiied default investment alter−
natives as they become the primary savings vehicle for deined 
χοντριβυτιον πλανσ.

ϑυνε 2017 Μοντηλψ Περιοδιχ Ταβλε οφ 

Ρετυρνσ | Α mοντηλψ υπδατε φορ Χαλλαν�σ 

Περιοδιχ Ταβλε οφ Ινϖεστmεντ Ρετυρνσ, 

χοϖερινγ τηε mαϕορ πυβλιχ εθυιτψ ασσετ 

χλασσεσ.

Περιοδιχαλσ

Πριϖατε Μαρκετσ Τρενδσ, Σπρινγ 2017 | Γαρψ Ροβερτσον ρεπορτσ 

τηατ τηε πριϖατε εθυιτψ mαρκετ ισ οφφ το α ροαρινγ σταρτ ιν 2017, ανδ 

νεω παρτνερσηιπ χοmmιτmεντσ mαψ εξχεεδ τηε λεϖελ οφ 2016.

Ηεδγε Φυνδ Μονιτορ, 2νδ Θυαρτερ 2017 | ϑιm ΜχΚεε λοοκσ ατ 

�φαλσε χηαργεσ,� ορ βεαρ mαρκετσ τηατ χοmε ανδ γο θυιχκλψ βυτ χαν 

leave unprepared investors at signiicant risk. 

DΧ Οβσερϖερ, 2νδ Θυαρτερ 2017 | Λορι Λυχασ δισχυσσεσ ηοω το 

mαναγε DΧ πλαν ρεχορδκεεπερσ, εξπλαινινγ τηατ ονε οφ τηε βεστ 

ωαψσ ισ το χονδυχτ περιοδιχ σεαρχηεσ.

Μαρκετ Πυλσε Φλιπβοοκ, 1στ Θυαρτερ 2017 | Α θυαρτερλψ mαρκετ 

ρεφερενχε γυιδε χοϖερινγ ινϖεστmεντ ανδ φυνδ σπονσορ τρενδσ ιν 

the U.S. economy, U.S. and non-U.S. equities and ixed income, 
alternatives, and deined contribution.

Χαπιταλ Μαρκετ Ρεϖιεω, 1στ Θυαρτερ 2017 | Α θυαρτερλψ mαχροεχο−

νοmιχ νεωσλεττερ προϖιδινγ τηουγητφυλ ινσιγητσ ον τηε εχονοmψ ανδ 

recent performance in equity, ixed income, alternatives, interna−

τιοναλ, ρεαλ εστατε, ανδ οτηερ χαπιταλ mαρκετσ.

ΧΑΛΛΑΝ  
ΙΝΣΤΙΤΥΤΕ

Εδυχατιον

2νδ Θυαρτερ 2017

2

Λεσσ  

Ρεγυλατεδ

Φεωερ Στρατεγψ 

Χονστραιντσ

Αλιγνεδ 

Ιντερεστ

Στρονγερ  

Χαπιταλ Βασε

Ηεδγε Φυνδ DΝΑ

Ιν νατυρε, DΝΑ ατ ιτσ χορε ηασ φουρ βυιλδινγ βλοχκσ1 τηατ mαπ 

ουτ τηε στρυχτυρε οφ εϖερψ λιϖινγ βεινγ. Ανδ ϕυστ λικε νατυρε, ωε 

οβσερϖε τηατ �ηεδγε φυνδ DΝΑ� ηασ φουρ διφφερεντιατινγ ελε−

mεντσ ωηιχη ενδοω τηεσε ινϖεστmεντ ϖεηιχλεσ ωιτη α χοm−

πετιτιϖε αδϖανταγε οϖερ οτηερ ινϖεστmεντ οπτιονσ. Τηε φουρ κεψ 

τραιτσ οφ ηεδγε φυνδ DΝΑ αρε:

1. Φεωερ ρεγυλατορψ λιmιτατιονσ

2. Λεσσ χονστραιντ ον στρατεγιεσ

3. Βεττερ αλιγνmεντ οφ ιντερεστσ

4. Στρονγερ χαπιταλ βασε

Αλονε, εαχη οφ τηεσε θυαλιτιεσ ισ αππεαλινγ, βυτ τογετηερ τηε 

προπερτιεσ οφ εαχη ιντερλοχκ ωιτη τηε οτηερσ το προϖιδε α χοm−

πελλινγ σολυτιον φορ ινϖεστορσ�ιφ mαναγεδ ωελλ ανδ πριχεδ 

αππροπριατελψ.

Βυτ τηε χοmβινατιον οφ τηεσε φουρ αττριβυτεσ χαν βε α δανγερ−

ουσ προποσιτιον. Τηινκ αβουτ ιτ. Γιϖινγ τηε αϖεραγε αδυλτ�λετ 

αλονε α τεεναγερ!�τηε ριγητ το δο ωηατεϖερ ηε ορ σηε ωαντσ 

ωιτη α ποολ οφ mονεψ ισ α στρατεγψ οφ ηοπε, λικελψ το λεαδ το 

δισαπποιντmεντ. Ιν φαχτ, στατιστιχαλ εϖιδενχε ινδιχατεσ τηατ τηε 

αϖεραγε ηεδγε φυνδ mαναγερ ηασ νοτ mετ εξπεχτατιονσ οϖερ 

τηε λαστ δεχαδε. Αφτερ αδϕυστινγ φορ εmβεδδεδ mαρκετ ρισκσ, 

νετ−οφ−φεε ρετυρνσ ηαϖε οφτεν βεεν λεσσ τηαν ζερο, παρτιχυλαρλψ 

ιν ρεχεντ ψεαρσ. 

Εϖεν ιν τηε ηανδσ οφ αν αβοϖε−αϖεραγε mαναγερ, τηε αττρι−

βυτεσ τηατ εναβλε ηεδγε φυνδσ το εξχελ αρε νοτ φορ αλλ ινϖεστορσ. 

Τηοσε τηατ πρεφερ mορε τρανσπαρενχψ, mορε λιθυιδιτψ, λοωερ−χοστ 

solutions, or more regulatory protection are a poor it for hedge 

φυνδσ. Φυρτηερmορε, τηε διφφερεντιατινγ θυαλιτιεσ τηατ γιϖε ηεδγε 

φυνδσ αν εδγε φορ γενερατινγ βεττερ περφορmανχε ιν mορε χοm−

πλεξ στρατεγιεσ αρε αλσο νοτ αππροπριατε φορ σιmπλερ στρατεγιεσ 

τηατ αρε ηιγηλψ χοmmοδιτιζεδ ορ οτηερωισε εασιλψ ιmπλεmεντεδ. 

Αν ινϖεστορ σηουλδ νοτ χονσιδερ α ηεδγε φυνδ το ιmπλεmεντ αν 

ινδεξ−λικε στρατεγψ.

1 The four nucleotide building blocks of  DNA are adenine, guanine, thymine, 

and cytosine. 

♥ 2017 Χαλλαν Ασσοχιατεσ Ινχ.Κνοωλεδγε. Εξπεριενχε. Ιντεγριτψ.

Χαλλαν Περιοδιχ Ταβλε οφ Ινϖεστmεντ Ρετυρνσ
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Αννυαλ Ρετυρνσ Μοντηλψ Ρετυρνσ

Σουρχεσ: Ɣ Βλοοmβεργ Βαρχλαψσ Αγγρεγατε Ɣ Βλοοmβεργ Βαρχλαψσ Χορπ Ηιγη Ψιελδ Ɣ Βλοοmβεργ Βαρχλαψσ Γλοβαλ Αγγρεγατε εξ ΥΣ  

Ɣ ΕΠΡΑ/ΝΑΡΕΙΤ Dεϖελοπεδ Ɣ ΜΣΧΙ Wορλδ εξ ΥΣΑ Ɣ ΜΣΧΙ Εmεργινγ Μαρκετσ Ɣ Ρυσσελλ 2000  Ɣ Σ&Π 500



�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:  

ωωω.χαλλαν.χοm/λιβραρψ/

Μαρκ ψουρ χαλενδαρσ φορ ουρ φαλλ Ρεγιοναλ Wορκσηοπ, Οχτοβερ 

24 ιν Νεω Ψορκ ανδ Οχτοβερ 26 ιν Χηιχαγο, ωηερε ωε�λλ χοϖερ 

ηιγηλιγητσ φροm ουρ σοον−το−βε πυβλισηεδ Ινϖεστmεντ Μαναγε−

mεντ Φεε Συρϖεψ ανδ χοϖερ οτηερ ασπεχτσ οφ φεεσ. Χαλλαν�σ Να−

τιοναλ Χονφερενχε ωιλλ βε ηελδ ϑανυαρψ 29�31, 2018, 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 

Χολλεγε,� προϖιδεσ α φουνδατιον οφ κνοωλεδγε φορ ινδυστρψ προφεσ−

σιοναλσ ωηο αρε ινϖολϖεδ ιν τηε ινϖεστmεντ δεχισιον−mακινγ προ−

χεσσ. Ιτ ωασ φουνδεδ ιν 1994 το προϖιδε χλιεντσ ανδ νον−χλιεντσ αλικε 

ωιτη βασιχ− το ιντερmεδιατε−λεϖελ ινστρυχτιον. Ουρ νεξτ σεσσιον ισ:

Ιντροδυχτιον το Ινϖεστmεντσ

Χηιχαγο, Οχτοβερ 24−25, 2017

Τηισ προγραm φαmιλιαριζεσ φυνδ σπονσορ τρυστεεσ, σταφφ, ανδ ασσετ 

mαναγεmεντ αδϖισερσ ωιτη βασιχ ινϖεστmεντ τηεορψ, τερmινολογψ, 

ανδ πραχτιχεσ. Ιτ λαστσ ονε−ανδ−α−ηαλφ δαψσ ανδ ισ δεσιγνεδ φορ ιν−

διϖιδυαλσ ωηο ηαϖε λεσσ τηαν τωο ψεαρσ οφ εξπεριενχε ωιτη ασσετ−

mαναγεmεντ οϖερσιγητ ανδ/ορ συππορτ ρεσπονσιβιλιτιεσ. Τυιτιον φορ 

τηε Ιντροδυχτορψ �Χαλλαν Χολλεγε� σεσσιον ισ ∃2,350 περ περσον. 

Τυιτιον ινχλυδεσ ινστρυχτιον, αλλ mατεριαλσ, βρεακφαστ ανδ λυνχη ον 

each day, and dinner on the irst evening with the instructors.

Χυστοmιζεδ Σεσσιονσ

Τηε �Χαλλαν Χολλεγε� ισ εθυιππεδ το χυστοmιζε α χυρριχυλυm το 

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 ωωω.χαλλαν.χοm/εϖεντσ/χαλλαν−χολλεγε−ιντρο ορ 

χονταχτ Κατηλεεν Χυννιε: 415.274.3029 / χυννιε≅χαλλαν.χοm

Υνιθυε πιεχεσ οφ ρεσεαρχη τηε 

Ινστιτυτε γενερατεσ εαχη ψεαρ50+

Τοταλ αττενδεεσ οφ τηε �Χαλλαν 

Χολλεγε� σινχε 19943,500 Ψεαρ τηε Χαλλαν Ινστιτυτε  

ωασ φουνδεδ1980

Αττενδεεσ (ον αϖεραγε) οφ τηε 

Ινστιτυτε�σ αννυαλ Νατιοναλ Χονφερενχε525

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. Callan is committed to ensuring that we do not consider an investment manager’s business relationship with 
Callan, or lack thereof, in performing evaluations for or making suggestions or recommendations to its other clients.  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. 
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Manager Name 
1607 Capital Partners, LLC 
Aberdeen Asset Management PLC 
Acadian Asset Management LLC 
AEGON USA Investment Management 
AEW Capital Management 
Affiliated Managers Group, Inc. 
Alcentra 
AllianceBernstein 
Allianz Global Investors  
Allianz Life Insurance Company of North America 
American Century Investments 
Amundi Smith Breeden LLC 
Angelo, Gordon & Co. 
Apollo Global Management 
AQR Capital Management 
Ares Management LLC 
Ariel Investments, LLC 
Aristotle Capital Management, LLC 
Artisan Holdings 
Atlanta Capital Management Co., LLC 
Aviva Investors Americas 
AXA Investment Managers 
Baillie Gifford Overseas Limited  
Baird Advisors 
Bank of America 
Barings LLC 
Baron Capital Management, Inc. 
Barrow, Hanley, Mewhinney & Strauss, LLC 
Black Creek Investment Management Inc. 
BlackRock 
BMO Global Asset Management 
BNP Paribas Investment Partners 
BNY Mellon Asset Management 
Boston Partners  
Boyd Watterson Asset Management, LLC 
Brandes Investment Partners, L.P. 

Manager Name 
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 
Chicago Equity Partners, LLC 
ClearBridge Investments, LLC  
Cohen & Steers Capital Management, Inc. 
Columbia Management Investment Advisers, LLC 
Columbus Circle Investors 
Cornerstone Capital Management 
Cramer Rosenthal McGlynn, LLC 
Credit Suisse Asset Management 
Crestline Investors, Inc. 
D.E. Shaw Investment Management, L.L.C. 
DePrince, Race & Zollo, Inc. 
Deutsche Asset  Management 
Diamond Hill Capital Management, Inc. 
Dimensional Fund Advisors LP 
Doubleline 
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 Corporation 
First Eagle Investment Management, LLC 
First Hawaiian Bank Wealth Management Division 
Fisher Investments 
Franklin Templeton 
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Manager Name 

Franklin Templeton Institutional 

Fred Alger Management, Inc. 

Fuller & Thaler Asset Management, Inc. 

GAM (USA) Inc. 

Global Evolution USA 

GlobeFlex Capital, L.P. 

GMO 

Goldman Sachs Asset Management 

Gryphon International Investment Corporation 

Guggenheim Investments 

GW&K Investment Management 

Harbor Capital Group Trust 

Harding Loevner LP 

Hartford Funds 

Hartford Investment Management Co. 

Heitman LLC 

Henderson Global Investors 

Hotchkis & Wiley Capital Management, LLC 

HSBC Global Asset Management 

Income Research + Management, Inc. 

Insight Investment Management Limited 

INTECH Investment Management, LLC 

Invesco 

Investec Asset Management 

Ivy Investments 

Jacobs Levy Equity Management, Inc. 

Janus Capital Management, LLC 

Jensen Investment Management 

Jobs Peak Advisors  

J.P. Morgan Asset Management 

KeyCorp 

Lazard Asset Management 

Legal & General Investment Management America 

Lincoln National Corporation 

LMCG Investments, LLC 

Logan Circle Partners, L.P. 

Longfellow Investment Management Co. 

Longview Partners 

Loomis, Sayles & Company, L.P. 

Lord Abbett & Company 

Los Angeles Capital Management 

LSV Asset Management 

MacKay Shields LLC 

Macquarie Investment Management (formerly Delaware 
Investments) 

Man Investments Inc. 

Manulife Asset Management 

McKinley Capital 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 

New York Life Investment Management LLC 

Newfleet Asset Management LLC 

Newton Investment Management (fka Newton Capital Mgmt) 

Nikko Asset Management Co., Ltd. 

Manager Name 

Northern Trust Asset Management 

Nuveen Investments, Inc. 

OFI Global Asset Management 

Old Mutual Asset Management 

O’Shaughnessy Asset Management, LLC 

Pacific Investment Management Company 

Peregrine Capital Management, Inc. 

PGIM 

PGIM Fixed Income 

PineBridge Investments 

Pioneer Investments 

PNC Capital Advisors, LLC 

PPM America 

Principal Global Investors  

Private Advisors, LLC 

Putnam Investments, LLC 

Pzena Investment Management, LLC 

QMA (Quantitative Management Associates) 

RBC Global Asset Management 

Record Currency Management Ltd. 

Regions Financial Corporation 

RidgeWorth Capital Management, Inc. 

Rockefeller & Co., Inc. 

Rothschild Asset Management, Inc. 

Russell Investments 

Santander Global Facilities 

Schroder Investment Management North America Inc. 

Smith, Graham & Co. Investment Advisors, L.P. 

Smith Group Asset Management 

South Texas Money Management, Ltd. 

Standard Life Investments Limited 

Standish 

State Street Global Advisors 

Stone Harbor Investment Partners, L.P. 

Strategic Global Advisors 

T. Rowe Price Associates, Inc. 

Taplin, Canida & Habacht 

Teachers Insurance & Annuity Association of America 

The Boston Company Asset Management, LLC 

The Hartford 

The London Company 

The TCW Group, Inc. 

Thompson, Siegel & Walmsley LLC 

Thornburg Investment Management, 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) 

Vulcan Value Partners, LLC 

Wasatch Advisors, Inc. 

WCM Investment Management 

WEDGE Capital Management 

Wedgewood Partners, Inc. 

Wellington Management Company, LLP 

Wells Capital Management 

Western Asset Management Company 
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Manager Name 

William Blair & Company 

Manager Name 

WisdomTree Asset Management 
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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 June 30, 2017
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10th Percentile 6.22 6.40 8.83 1.77 4.47 3.68
25th Percentile 4.94 4.32 7.90 1.66 4.22 2.64

Median 3.09 2.33 6.75 1.54 3.96 1.74
75th Percentile 2.07 0.66 6.07 1.45 3.71 1.33
90th Percentile 1.23 (0.37) 5.26 1.35 3.16 0.55

Index 3.09 2.46 6.12 1.45 3.81 1.75

Range of Separate Account Manager Returns by Asset Class
One Year Ended June 30, 2017
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Median 19.14 23.16 21.05 0.37 (2.43) 7.41
75th Percentile 16.69 20.83 18.04 (0.07) (3.65) 4.62
90th Percentile 14.43 17.94 15.35 (0.39) (4.46) 0.23

Index 17.90 24.60 20.27 (0.31) (5.01) 6.97
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Ηαππψ Χαmπερσ  

ΠΡΙςΑΤΕ ΕΘΥΙΤΨ

Α βυχολιχ συmmερ ηασ 

φαϖορεδ τηε πριϖατε εθυιτψ 

mαρκετ, ωιτη mοδερατε 

ινχρεασεσ αχροσσ τρανσαχτιοναλ 

mεασυρεσ ανδ λιθυιδιτψ ρεmαινινγ 

hearty. Fundraising inished the 
θυαρτερ αηεαδ οφ λαστ ψεαρ, βυψουτ 

ινϖεστmεντ σηοωεδ λαργε γαινσ, ανδ 

ϖεντυρε ινϖεστmεντ τιχκεδ υπ.

Ασ τηε Wορλδ Χηυρνσ, 

Dεσπαχιτο 

ΗΕDΓΕ ΦΥΝDΣ

Τηε Χρεδιτ Συισσε 

Ηεδγε Φυνδ Ινδεξ ροσε 

0.8%, ωηιλε τηε mεδιαν 

mαναγερ ιν τηε Χαλλαν Ηεδγε Φυνδ−

οφ−Φυνδσ Dαταβασε αδϖανχεδ 

0.9%. Γροωτη ιν Ευροπε ανδ ϑαπαν 

τηισ θυαρτερ προϖιδεδ α φριενδλψ σετ−

τινγ φορ ηεδγε φυνδσ σεεκινγ αλτερ−

νατιϖε ρισκσ.

Βεστ Ρετυρν φορ DΧ 

Ινδεξ Σινχε 2013

DΕΦΙΝΕD ΧΟΝΤΡΙΒΥΤΙΟΝ

Τηε Χαλλαν DΧ Ινδεξ� 

climbed 4.7% in the irst 
θυαρτερ, ιτσ ηιγηεστ θυαρ−

τερλψ ρετυρν σινχε τηε ενδ οφ 2013, 

αφτερ αν 8.0% γαιν ιν 2016. Βυτ τηε 

DΧ Ινδεξ διδ mαρκεδλψ λαγ τηε Αγε 

45 Ταργετ Dατε Φυνδ (+5.6%). Πλαν 

βαλανχεσ γρεω 4.74%, πριmαριλψ 

δριϖεν βψ ινϖεστmεντ ρετυρνσ. 

Σοmε Ποσιτιϖε Σιγνσ 

Εmεργινγ

ΡΕΑΛ ΕΣΤΑΤΕ

Τηε ΝΧΡΕΙΦ Προπερτψ 

Ινδεξ ρεβουνδεδ φροm 

λαστ θυαρτερ�σ σεϖεν−ψεαρ 

λοω ρετυρν ωηιλε τηε ΝΧΡΕΙΦ Οπεν 

End Diversiied Core Equity 
Ινδεξ σετ α νεω σεϖεν−ψεαρ λοω. 

Υ.Σ. ΡΕΙΤσ υνδερπερφορmεδ γλοβαλ 

ΡΕΙΤσ, βυτ στιλλ mαναγεδ το γενερ−

ατε ποσιτιϖε ρετυρνσ.

Μανψ Φυνδσ �Ρισκ Υπ� 

φορ Ρετυρνσ

ΦΥΝD ΣΠΟΝΣΟΡ

Μανψ φυνδ σπονσορσ φεελ 

χοmπελλεδ το τακε ον 

συβσταντιαλ mαρκετ ρισκ 

το αττεmπτ το χλοσε α φυνδινγ γαπ ορ 

mεετ σπενδινγ νεεδσ ωιτηουτ εροδ−

ινγ τηε χορπυσ. Φυνδ σπονσορσ αρε 

further focusing on diversiication 
ωιτηιν εαχη ασσετ χλασσ το ηελπ mιτι−

γατε τηειρ οϖεραλλ ρισκ.

Κνοωλεδγε. Εξπεριενχε. Ιντεγριτψ.

Σεχονδ Θυαρτερ 2017

Why Is Inlation  
Σο Λοω?

ΕΧΟΝΟΜΨ

Βοτη πριχε ανδ ωαγε 

inlation remain subdued, 
εϖεν αφτερ ειγητ ψεαρσ οφ 

recovery, when inlationary pres−

συρεσ τψπιχαλλψ βυιλδ. Wηψ? Τηερε 

ισ νο χονσενσυσ ον τηε χαυσε, βυτ 

βοτη ισσυεσ ωειγη ηεαϖιλψ ον τηε 

Φεδ ασ ιτ χηαρτσ φυτυρε ρατε ηικεσ 

ανδ υνωινδσ ιτσ βαλανχε σηεετ.

2
Π Α Γ Ε

13
Π Α Γ Ε

Μανψ Σηοχκσ, βυτ Νο 

Σιγνσ οφ Σλοωινγ

ΕΘΥΙΤΨ

Υ.Σ. στοχκσ ινχηεδ 

ηιγηερ, δεσπιτε τυρβυλεντ 

εϖεντσ ιν τηε νεωσ, ανδ 

τηε Σ&Π 500 Ινδεξ ηιτ α ρεχορδ ηιγη 

δυρινγ τηε σεχονδ θυαρτερ. Νον−Υ.Σ. 

δεϖελοπεδ εθυιτψ ουτπερφορmεδ ιτσ 

Υ.Σ. χουντερπαρτ, ηελπεδ βψ α ωεακ 

Υ.Σ. δολλαρ, ωηιλε εmεργινγ mαρκετσ 

ουτπαχεδ δεϖελοπεδ mαρκετσ.

4
Π Α Γ Ε

Ον τηε Ηυντ φορ Μορε 

Ψιελδ Γλοβαλλψ

ΦΙΞΕD ΙΝΧΟΜΕ 

Ιν τηειρ χοντινυεδ ηυντ 

φορ σταβλε ψιελδσ, ινϖεσ−

τορσ γραϖιτατεδ το χορπο−

ρατε βονδσ ιν τηε Υ.Σ., ανδ φαϖορεδ 

mυνιχιπαλ βονδσ οϖερ Τρεασυριεσ. 

Υνηεδγεδ νον−Υ.Σ. βονδσ γοτ ηελπ 

φροm τηε ωεακ δολλαρ, ωηιλε εmεργ−

ing market ixed income saw strong 
δεmανδ φροm ψιελδ−ηυνγρψ ινϖεστορσ.

9
Π Α Γ Ε

6
Π Α Γ Ε

14
Π Α Γ Ε

15
Π Α Γ Ε

11
Π Α Γ Ε

ΧΑΛΛΑΝ 
ΙΝΣΤΙΤΥΤΕ Χαπιταλ 

Μαρκετ  
Ρεϖιεω

Βροαδ Μαρκετ Θυαρτερλψ Ρετυρνσ

+5.8% +1.4%+3.0% +3.5%

U.S. Equity
Ρυσσελλ 3000

Υ.Σ. Φιξεδ Ινχοmε
Βλοοmβεργ Βαρχλαψσ Αγγ

Non-U.S. Equity
ΜΣΧΙ ΑΧWΙ εξ ΥΣΑ

Νον−Υ.Σ. Φιξεδ Ινχοmε
Βλοοmβεργ Βαρχλαψσ Γβλ εξ ΥΣ

Sources: Bloomberg Barclays, MSCI, Russell Investment Group
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Why Is Inlation So Low? 
ΕΧΟΝΟΜΨ |  ϑαψ Κλοεπφερ

Wε αρε νοω ειγητ ψεαρσ ιντο τηε εχονοmιχ ρεχοϖερψ ιν τηε Υ.Σ., 

αργυαβλψ τηε λαττερ σταγεσ οφ α mατυρε εξπανσιον ανδ ατ α ποιντ 

where inlationary pressures typically begin to build. Yet price 
and wage inlation remain stubbornly subdued. Headline and 
particularly core inlation have drifted down over the past sev−

eral months. Headline inlation (the CPI – All Urban) climbed 
αβοϖε 2% ιν Dεχεmβερ 2016 ανδ σταψεδ νεαρ 2.5% υντιλ Μαψ 

2017, ωηεν ιτ βεγαν το εββ. Τηε Ινδεξ ωασ υνχηανγεδ ιν ϑυνε, 

meaning zero inlation month to month; the year-over-year 
change is now 1.6%. The Fed’s targeted measure of core inla−

τιον (περσοναλ χονσυmπτιον εξπενδιτυρεσ (ΠΧΕ) λεσσ φοοδ ανδ 

ενεργψ) σλιππεδ το α ψεαρ−οϖερ−ψεαρ γαιν οφ ϕυστ 1.4% ιν Μαψ 

and will likely show a lattening similar to the CPI-U in June. 
This decline in core inlation is both bafling and frustrating to 
τηε Φεδ, ανδ ιτ προϖιδεσ α ηεαδωινδ το ιτσ εφφορτσ το βρινγ ιντερεστ 

ρατεσ βαχκ το �νορmαλ.�

Λοω ωαγε γροωτη ισ αλσο α mψστερψ ιν τηε Υ.Σ., ωηερε ιτ ηασ 

ρεmαινεδ βελοω 3% φορ ψεαρσ ωηιλε τηε υνεmπλοψmεντ ρατε ηασ 

φαλλεν το α 16−ψεαρ λοω οφ 4.4% ιν ϑυνε, ανδ στοριεσ οφ τιγητ λαβορ 

mαρκετσ αβουνδ ιν ινδυστριεσ αρουνδ τηε χουντρψ.

The explanations for persistent low inlation are varied, but 
τηερε ισ νο χονσενσυσ ον τηε χαυσε. Τηε mοστ πλαυσιβλε ρεα−

sons include: 1) lackluster global growth; 2) excess industrial 
capacity, much of it in China, pushing down goods prices; and 
3) technology, speciically product and process innovations that 
σλαση προδυχτιον χοστσ.

Wεακ ωαγε γροωτη ισ mορε οφ α χονυνδρυm, εσπεχιαλλψ ιν εχον−

οmιεσ συχη ασ τηε Υ.Σ. τηατ αππεαρ το βε ατ φυλλ εmπλοψmεντ. 

Wηψ ηασν�τ τηε ϕοβ mαρκετ πρεσσυρε πυσηεδ υπ οϖεραλλ ωαγεσ? 

Μορε πλαυσιβλε εξπλανατιονσ ινχλυδε: 1) α λαργε ποολ ρεmαινσ 

of workers not properly captured in the oficial unemployment 
data (discouraged workers, the long-term unemployed); 2) the 
ρεπλαχεmεντ οφ ρετιρινγ ηιγηερ−ωαγε βαβψ βοοmερσ ωιτη λοωερ−

wage young workers, skewing the average wage downward; 

3) ποορ προδυχτιϖιτψ γροωτη, παιρεδ ωιτη 4) υσε οφ τεχηνολογψ 

το ρεπλαχε ωορκερσ ωιτη χαπιταλ, παρτιχυλαρλψ ιν λοω−ωαγε, λοω−

skilled jobs; and 5) a related shift in market power from labor to 
χαπιταλ. Νονε οφ τηεσε φαχτορσ αλονε εξπλαιν τηε περσιστενχε οφ 

low inlation and low wage growth, but the interaction of these 
φαχτορσ τελλσ α βελιεϖαβλε στορψ.
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Υ.Σ. ΕΧΟΝΟΜΨ (Χοντινυεδ)

In addition to the conundrum of low inlation, the state of 
γροωτη ωειγησ ηεαϖιλψ ον τηε Φεδ�σ δελιβερατιονσ ον τηε πατη 

το φυτυρε ιντερεστ ρατε ηικεσ ανδ τηε σιζε οφ ιτσ βαλανχε σηεετ. 

Σεχονδ θυαρτερ ΓDΠ γροωτη χαmε ιν ατ 2.6%, ρουγηλψ ιν λινε 

with expectations. The solid (if unspectacular) igure built on 
the upward revision to disappointing data in the irst quarter, 
ωηιχη ωασ αδϕυστεδ υπ φροm 0.7% το 1.2%. Χονσυmερ σπενδ−

ινγ, ϕοβ γροωτη, ανδ χαπιταλ σπενδινγ ηαϖε βεεν στρονγ ενουγη 

το εναβλε τηε Υ.Σ. εχονοmψ το αmβλε ον ατ α ρεασοναβλε ιφ 

υνσπεχταχυλαρ (αλτηουγη σοmετιmεσ ηαλτινγ) παχε φορ ειγητ 

ψεαρσ. Χονσυmερ σπενδινγ ηασ βεεν τηε ενγινε φορ γροωτη, 

ινχρεασινγ φαστερ τηαν ΓDΠ (2.8% ιν τηε σεχονδ θυαρτερ), ανδ 

συππορτεδ βψ γαινσ ιν εmπλοψmεντ, δισποσαβλε ινχοmε, ανδ 

ηουσεηολδ ωεαλτη. Τηε χοmβινατιον οφ α στρονγ ϕοβ mαρκετ, 

χοντινυεδ στοχκ mαρκετ γαινσ, ανδ τηε εξπεχτατιον φορ ταξ χυτσ 

χοmινγ φροm τηε Τρυmπ αδmινιστρατιον ανδ τηε Ρεπυβλιχαν 

Congress has fueled consumer conidence, and with it spend−

ing, since the start of 2017—although conidence did take a 
βρεατηερ ιν τηε σεχονδ θυαρτερ.

Business ixed investment enjoyed a strong irst quarter with a 
7.2% γαιν, δριϖεν βψ χλοσε το 15% γροωτη ιν στρυχτυρεσ (ινχλυδ−

ινγ οιλ ανδ γασ mινινγ), ανδ φολλοωεδ ωιτη ανοτηερ 5% γαιν ιν τηε 

σεχονδ θυαρτερ. Τηε ρεβουνδ ιν τηε οιλ ανδ γασ σεχτορ συγγεστσ 

τηε σπενδινγ ον χαπιταλ ηασ βυιλτ σοmε mοmεντυm.

Ρεσιδεντιαλ ηουσινγ σπενδινγ τοοκ α ηιτ ιν τηε σεχονδ θυαρτερ, 

falling by 6.8%, somewhat in deiance of the laws of economics 
ασ τηε συππλψ οφ ηοmεσ φορ σαλε ισ νοτ κεεπινγ υπ ωιτη δεmανδ. 

Τηε νατιον−ωιδε αϖεραγε πριχε φορ α νεω ηοmε ρεαχηεδ αν 

all-time high in May, topping $400,000. High prices should be 
δριϖινγ βυιλδερσ το βυιλδ, βυτ τηε περmιτσ ανδ σταρτσ φορ βοτη 

σινγλε−φαmιλψ ανδ mυλτι−φαmιλψ ηοmεσ δεχλινεδ ιν Μαψ βεφορε 

ρεχοϖερινγ σοmεωηατ ιν ϑυνε. Τηε ρεστραιντ ον χονστρυχτιον 

αχτιϖιτψ mαψ στεm φροm τιγητενεδ στανδαρδσ ον χοmmερχιαλ 

ρεαλ εστατε λοανσ, παρτιχυλαρλψ ον mυλτι−φαmιλψ ηοmεσ, ανδ ρισινγ 

ιντερεστ ρατεσ.

Τηε Λονγ−Τερm ςιεω  

2017

2νδ Θτρ

Περιοδσ ενδεδ Dεχ. 31, 2016

Ινδεξ Ψεαρ 5 Ψρσ 10 Ψρσ 25 Ψρσ

U.S. Equity
Ρυσσελλ 3000 3.02 12.74 14.67 7.07 9.29

Σ&Π 500 3.09 11.96 14.66 6.95 9.15

Ρυσσελλ 2000 2.46 21.31 14.46 7.07 9.69

Non-U.S. Equity
ΜΣΧΙ ΑΧWΙ εξ ΥΣΑ 5.78 4.50 5.00 0.96 –

ΜΣΧΙ Εmεργινγ Μαρκετσ 6.27 11.19 1.28 1.84 –

ΜΣΧΙ ΑΧWΙ εξ ΥΣΑ Σmαλλ Χαπ 8.07 3.78 9.67 3.03 6.70

Φιξεδ Ινχοmε

Βλοοmβεργ Βαρχλαψσ Αγγ 1.45 2.65 2.23 4.34 5.63

90−Dαψ Τ−Βιλλ 0.20 0.33 0.12 0.80 2.71

Βλοοmβεργ Βαρχλαψσ Λονγ Γ/Χ 4.39 6.67 4.07 6.85 7.58

Βλοοmβεργ Βαρχλαψσ Γλ Αγγ εξ ΥΣ 3.55 1.49 −1.39 2.44 4.73

Ρεαλ Εστατε

ΝΧΡΕΙΦ Προπερτψ 1.75 7.97 10.91 6.93 8.63

ΦΤΣΕ ΝΑΡΕΙΤ Εθυιτψ 1.52 8.52 12.01 5.08 11.13

Αλτερνατιϖεσ

CS Hedge Fund 0.76 1.25 4.34 3.75 –

Χαmβριδγε ΠΕ∗ – 9.20 12.78 9.40 15.39

Βλοοmβεργ Χοmmοδιτψ −3.00 11.77 −8.95 −5.57 2.55

Γολδ Σποτ Πριχε −0.71 8.63 −5.97 6.08 4.82

Inlation – CPI-U 0.47 2.07 1.36 1.81 2.26

*Most recent quarterly data not available.

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

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

of  Economic Analysis.

Ρεχεντ Θυαρτερλψ Εχονοmιχ Ινδιχατορσ

2Θ17 1Θ17 4Θ16 3Θ16 2Θ16 1Θ16 4Θ15 3Θ15

Employment Cost–Total Compensation Growth 2.4% 2.4% 2.2% 2.3% 2.3% 1.9% 2.0% 2.0%

Nonfarm Business–Productivity Growth 1.3%∗ 0.0% 1.8% 3.3% −0.1% −0.7% −2.0% 1.8% 

ΓDΠ Γροωτη 2.6% 1.2% 1.8% 2.8% 2.2% 0.6% 0.5% 1.6%

Μανυφαχτυρινγ Χαπαχιτψ Υτιλιζατιον 75.5% 75.3% 75.1% 74.9% 75.1% 75.4% 75.4% 75.7%

Χονσυmερ Σεντιmεντ Ινδεξ (1966=100)  96.4  97.2  93.2  90.3  92.4  91.5  91.3  90.8

*Estimate.

Sources: Bureau of  Economic Analysis, Bureau of  Labor Statistics, Federal Reserve, IHS Economics, Reuters/University of  Michigan.
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Μανψ Φυνδσ �Ρισκ Υπ� φορ Ρετυρνσ 

ΦΥΝD ΣΠΟΝΣΟΡ |  Τοδδ Χαραβασι, Τοm Σηινγλερ

Φυνδ σπονσορσ αρε βεγιννινγ το χοmε το γριπσ ωιτη λοωερ 

χαπιταλ mαρκετ ρετυρν εξπεχτατιονσ. Πενσιον φυνδσ αρε ρεδυχ−

ινγ αχτυαριαλ ρετυρν ασσυmπτιονσ, ανδ ενδοωmεντσ ανδ φουν−

δατιονσ αρε δισχυσσινγ ανδ mακινγ αδϕυστmεντσ το σπενδινγ 

ρυλεσ. Σοmε φυνδσ αρε αδδρεσσινγ τηισ ισσυε βψ τακινγ ον συβ−

σταντιαλ mαρκετ ρισκ (80%−85% ιν ρισκψ ασσετσ) το αττεmπτ το 

χλοσε α φυνδινγ γαπ ορ mεετ σπενδινγ νεεδσ ωιτηουτ εροδινγ 

the corpus. Fund sponsors are further focusing on diversiica−

τιον ωιτηιν εαχη ασσετ χλασσ το ηελπ mιτιγατε τηειρ οϖεραλλ ρισκ.

Φυνδ σπονσορσ φαχε τηε χηαλλενγε οφ λοοκινγ φορ ινϖεστmεντσ 

ωιτη αττραχτιϖε ρεαλ ρετυρν εξπεχτατιονσ ωηιλε σεεκινγ ατ λεαστ 

some diversiication to the beta of equities to smooth the ride 
within the growth allocation. By focusing on diversiiers, funds 
χαν χονσιδερ αδδινγ ινϖεστmεντσ λικε ηιγη ψιελδ, λοω−ϖολατιλιτψ 

εθυιτψ, ηεδγε φυνδσ, mυλτι−ασσετ χλασσ φυνδσ, ανδ οπτιονσ−

βασεδ στρατεγιεσ. Τηισ αλσο αλλοωσ φορ νεω στρατεγιεσ το βε 

brought into the fold, based on anticipated diversiication ben−

eits or return enhancement. This broadening of growth assets 

0%

2%

4%

6%

  Public Corporate Endow/Fndn Taft-Hartley
  Database Database Database Database

 10th Percentile 3.57 4.45 3.67 3.25

 25th Percentile 3.31 3.81 3.34 2.94

 Median 3.04 3.20 3.04 2.67

 75th Percentile 2.62 2.67 2.68 2.34

 90th Percentile 2.23 2.07 2.26 2.05

Χαλλαν Φυνδ Σπονσορ Ρετυρνσ φορ τηε Θυαρτερ

Source: Callan

U.S. Fixed 

Non-U.S. Fixed

Global Balanced

Real Estate

Hedge Funds

Other Alternatives

Cash

U.S. Balanced

U.S. Equity

Non-U.S. Equity

Global Equity1.6%

1.7%

Public

3.04%*

35.7%

16.0%

26.2%

1.6%

2.4%

6.7%
0.9%

4.1%

2.7%

1.3%

Endowment/

Foundation

3.04%*

34.8%

18.1%

18.9%

1.9%

0.9%

0.6%

7.1%

2.1%

6.1%

1.9%

Taft-Hartley

2.67%*

0.4%

Corporate

3.20%*

0.5%

2.0%

0.4% 0.6%

36.9%

25.9%

11.8%

0.6%

4.2%

11.8%

4.0%

14.4%

2.3%

28.0%

39.2%

2.3%

0.6%

0.7%
3.1%

4.1%

3.6%

Χαλλαν Φυνδ Σπονσορ Αϖεραγε Ασσετ Αλλοχατιον

*Latest median quarter return.

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

Source: Callan

can lead to a sharper focus on reining ixed income exposure 
το γαιν α �πυρερ� εξποσυρε το ιντερεστ ρατε σενσιτιϖιτψ ανδ το 

σερϖε ασ αν ανχηορ το τηε πορτφολιο ιν α βεαρ mαρκετ (ε.γ., αλλο−

cating the ixed income portfolio to long-duration Treasuries).
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ΦΥΝD ΣΠΟΝΣΟΡ (Χοντινυεδ)
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40%
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U.S. Fixed 

Non-U.S. Fixed

Global Balanced

Real Estate

Hedge Funds

Other Alternatives

Cash

U.S. Balanced

U.S. Equity

Non-U.S. Equity

Global Equity

14 15 16 17

Χαλλαν Πυβλιχ Φυνδ Dαταβασε Αϖεραγε Ασσετ Αλλοχατιον (10 Years)

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

Approximately 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.

Ατ τηε σαmε τιmε, ωιτη Υ.Σ. εθυιτιεσ χοντινυινγ τηειρ υνπρεχ−

εδεντεδ ποσιτιϖε ρυν, φυνδ σπονσορσ αρε ασκινγ τηε θυεστιον 

�Wηψ διϖερσιφψ?� Τηε ανσωερ: Wηιλε ρεσυλτσ ιν νον−Υ.Σ. εθυιτψ, 

ρεαλ ασσετσ, ανδ αλτερνατιϖεσ ηαϖε λαγγεδ Υ.Σ. εθυιτιεσ ιν τηε 

last ive years, their longer-term diversifying characteristics 
ωαρραντ χονσιδερατιον.

Τηε αχτιϖε/πασσιϖε δισχυσσιον χοντινυεσ το λοοm λαργε. Τηε 

αργυmεντ το ρεταιν αχτιϖε mαναγερσ το προτεχτ ιν α δοων mαρ−

κετ ανδ βε νιmβλε ιν α ϖολατιλε, λοω−ρετυρν ενϖιρονmεντ ισ χοm−

πελλινγ το σοmε, βυτ mανψ φυνδ σπονσορσ αρε ωεαρψ οφ ηιστοριχαλ 

υνδερπερφορmανχε βψ αχτιϖε εθυιτψ mαναγερσ. Αδδιτιοναλλψ, τηε 

υσε οφ πασσιϖε mαναγεmεντ ηελπσ χοντρολ χοστσ.

Callan has observed the following trends over the last ive 
ψεαρσ:

 – The U.S. ixed income allocations for corporate plan spon−

σορσ ηασ ινχρεασεδ οϖεραλλ ανδ ηασ βεχοmε mορε ωιδελψ δισ−

περσεδ ασ πλανσ τακε διφφερεντ στεπσ το δε−ρισκ πλαν ασσετσ.

 – Μανψ πυβλιχ φυνδσ ηαϖε ινχρεασεδ τηειρ αλλοχατιον το νον−Υ.Σ. 

εθυιτψ, ρεαλ εστατε, ανδ οτηερ αλτερνατιϖεσ ατ τηε εξπενσε 

of ixed income and U.S. equity. Simultaneously, some of 
the ixed income exposure has become more equity-like in 
νατυρε, ωιτη αλλοχατιονσ το αρεασ λικε ηιγη ψιελδ.

 – Ενδοωmεντσ ανδ φουνδατιονσ ηαϖε χοντινυεδ το mοϖε 

assets from ixed income to asset classes with expectations 
φορ ηιγηερ ρετυρνσ, συχη ασ γλοβαλ εθυιτψ ανδ ρεαλ εστατε.

Α 60% Σ&Π 500/40% Βλοοmβεργ Βαρχλαψσ Υ.Σ. Αγγρεγατε 

Βονδ Ινδεξ πορτφολιο ρετυρνεδ 10.4% οϖερ τηε ψεαρ ενδεδ 

ϑυνε 30, 2017. Αλλ οφ τηε βροαδ φυνδ σπονσορ γρουπσ τραχκεδ ιν 

Χαλλαν�σ δαταβασε τοππεδ τηε 60/40 πορτφολιο οϖερ τηατ περιοδ. 

Ενδοωmεντσ ανδ φουνδατιονσ υνδερπερφορmεδ οτηερ φυνδ 

sponsor groups over the past three, ive, and ten years. But 
τηεψ διδ ηαϖε τηε βεστ περφορmανχε οϖερ τηε λαστ ψεαρ.

Taft-Hartley plans were the best-performing group over the 
past three and ive years. Corporate plans beat other groups 
οϖερ τηε λαστ 10 ψεαρσ.
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+3.0%
ΡΥΣΣΕΛΛ 3000

Υ.Σ. Στοχκσ: Σηοχκσ, βυτ Νο Σλοωινγ

Dεσπιτε αν ινχρεασε ιν ιντερεστ ρατεσ 

ανδ τυρβυλεντ εϖεντσ ιν τηε νεωσ, 

ινχλυδινγ δισρυπτιονσ ωιτηιν τηε Τρυmπ 

αδmινιστρατιον ανδ τερροριστ ατταχκσ ιν 

τηε Υ.Κ., Υ.Σ. στοχκσ χοντινυεδ το ινχη ηιγηερ δυρινγ τηε σεχονδ 

θυαρτερ. Αmιδ τηισ ϖολατιλε mαχρο βαχκδροπ, Σ&Π 500 χοmπα−

νιεσ ρεπορτεδ τηε στρονγεστ θυαρτερλψ εαρνινγσ γροωτη ρατε ιν σιξ 

years (70% reported proits above expectations), and the Σ&Π 

500 Ινδεξ ηιτ α ρεχορδ ηιγη δυρινγ τηε θυαρτερ.

Λαργε χαπ στοχκσ ουτπερφορmεδ mιδ ανδ σmαλλ χαπσ (Σ&Π 500 

Index: +3.1%; Ρυσσελλ 2000 Ινδεξ: +2.5%). Στρονγ εαρνινγσ 

ρεπορτσ ουτ οφ λαργε χαπ στοχκσ χοντριβυτεδ το τηειρ λεγ υπ 

οϖερ σmαλλ χαπ. Λαργε χαπ ωασ αλσο βυοψεδ βψ τηε χοντινυεδ 

low of assets into passively managed strategies, especially 
ΕΤΦ ϖεηιχλεσ.

Σmαλλ χαπ ϖαλυατιονσ κεπτ στρετχηινγ ηιγηερ ανδ, ασ α ρεσυλτ, 

investors continued to take proits following a boon year in 
2016. Τηε χοντινυεδ εξπανσιον ιν σmαλλ χαπ mυλτιπλεσ mαψ βε 

γιϖινγ σοmε ινϖεστορσ παυσε, παρτιχυλαρλψ ασ τηε χυρρεντ εχο−

νοmιχ υπτυρν ισ νεαρινγ νινε ψεαρσ.

Global Equity 

Γροωτη ουτπερφορmεδ ϖαλυε αχροσσ λαργε ανδ σmαλλ χαπσ 

(Ρυσσελλ 1000 Γροωτη: +4.7% ϖσ. Ρυσσελλ 1000 ςαλυε: +1.3%; 
Ρυσσελλ 2000 Γροωτη: +4.4% ϖσ. Ρυσσελλ 2000 ςαλυε: +0.7%). 

Τηε στρονγ−περφορmινγ �ΦΑΑΜΓ� στοχκσ (Φαχεβοοκ, Αmαζον, 

Αππλε, Μιχροσοφτ, ανδ Γοογλε) χοmπρισεδ 22% οφ τηε Σ&Π 500�σ 

return in the second quarter versus 32% in the irst. Investors 
χοντινυεδ το βε δραων το τηε τοπ−λινε γροωτη προσπεχτσ ανδ mαρ−

ket share gains at these large, established irms.

Ινϖεστορ σεντιmεντ βροαδενεδ αχροσσ σεχτορσ ιν τηε σεχονδ 

quarter compared to the irst, as a wider range of irms reported 
positive results. Top sectors in the S&P 500 included Health 
Χαρε (+7.1%), ωηιχη ραλλιεδ ον τηε Τρυmπ αδmινιστρατιον�σ προσ−

pect of change to the Affordable Care Act; Industrials (+4.7%), 
which beneited from declining commodity prices; Financials 
(+4.2%), σπυρρεδ βψ τηε Φεδ�σ αννουνχεmεντ τηατ 34 οφ τηε 

λαργεστ βανκσ πασσεδ τηειρ στρεσσ τεστσ, τηε λαργεστ χοηορτ το δο 

so since the tests began; and Tech (+4.1%), on the continued 
ρισε οφ τηοσε ΦΑΑΜΓ στοχκσ.

Ενεργψ (−6.4%) ανδ Τελεχοm (−7.0%) ωερε τηε λαγγαρδσ. Χρυδε 

οιλ πριχεσ φελλ δυε το αν ινχρεασε ιν συππλψ, τηε ρεσυλτ οφ α mιλδερ 

winter. In addition, improving eficiency within the U.S. fracking 

Russell 1000 Russell 2000

EnergyUtilitiesConsumer 

Staples

Consumer 

Discretionary

Materials & 

Processing

TechnologyFinancial 

Services

Producer 

Durables

Health Care

7.1%

9.0%

4.6%
3.6% 1.5% 3.7% 4.0%

3.2%

-1.4%

3.0%
2.3%

1.1%

-2.8%
-1.7%

4.5%

-7.0%

-17.8%

4.2%

Θυαρτερλψ Περφορmανχε οφ Σελεχτ Σεχτορσ 

Source: Russell Investment Group
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ινδυστρψ ιmπαχτεδ πριχεσ. Wιτηιν Τελεχοm, χοmπετιτιον φορ mαρ−

ket share intensiied in the increasingly commoditized (and con−

σολιδατεδ) σπαχε.

ςαλυε στοχκσ ωερε ηυρτ βψ Χονσυmερ Σταπλεσ χοmπανιεσ ρε−

σεττινγ το mορε σενσιβλε ϖαλυατιονσ φολλοωινγ τηε στρονγ ραλλψ ιν 

2016 τηατ ρεσυλτεδ φροm τηε �ψιελδ τραδε,� ασ ινϖεστορσ σουγητ τηε 

σαφετψ οφ στρονγ διϖιδενδσ ανδ λοωερ−ϖολατιλιτψ στοχκσ.

 

Φροm α φαχτορ περσπεχτιϖε, Μοmεντυm (+7.9%) ωασ τηε τοπ−

περφορmινγ φαχτορ ωηιλε Ενηανχεδ ςαλυε (ωειγητεδ το τηε 

forward price-earnings ratio, enterprise value/cash low from 
οπερατιονσ, ανδ πριχε−το−βοοκ ϖαλυε οφ στοχκσ ιν τηε φαχτορ) 

φαρεδ ωορστ (+1.3%). Μοmεντυm ωασ φαϖορεδ ασ ινϖεστορσ 

σουγητ στοχκσ ωιτη δεmονστρατεδ εαρνινγσ γροωτη.

Νον−Υ.Σ. Στοχκσ: Ευροπε�σ Ρεχοϖερψ α Βοοστ

Νον−Υ.Σ. δεϖελοπεδ εθυιτψ ουτπερ−

φορmεδ τηε Υ.Σ. φορ τηε σεχονδ χον−

σεχυτιϖε θυαρτερ, φυελεδ βψ εχονοmιχ 

ρεχοϖερψ ιν Ευροπε ανδ mαρκετ−

φριενδλψ ουτχοmεσ ιν Ευροπεαν ελεχ−

τιονσ. Τηε ΜΣΧΙ Ευροπε Ινδεξ ϕυmπεδ 7.4% ανδ τηε ΜΣΧΙ 

Wορλδ εξ ΥΣΑ Ινδεξ νοτχηεδ α 5.6% γαιν, χοmπαρεδ το τηε 

3.1% ρισε ιν τηε Σ&Π 500.

Γαινσ ωερε βροαδ−βασεδ ανδ ηελπεδ βψ ωεακνεσσ ιν τηε Υ.Σ. 

δολλαρ, ωηιχη λοστ αβουτ 7% ϖερσυσ τηε ευρο ανδ 5% ϖερσυσ α 

βροαδ βασκετ οφ χυρρενχιεσ.

Τηε ευρο ραλλιεδ ασ α ρεσυλτ οφ ηαωκιση χοmmεντσ φροm τηε 

Ευροπεαν Χεντραλ Βανκ, χουπλεδ ωιτη ιmπροϖινγ Ευροπεαν εχο−

nomic and sentiment indicators. European Financials beneited 
φροm εξπεχτατιονσ οφ ηιγηερ ρατεσ, ανδ Ευροπεαν Ινδυστριαλσ 

ωερε προππεδ υπ βψ στρονγερ εχονοmιχ εξπεχτατιονσ.

Ενεργψ ανδ Τελεχοm Σερϖιχεσ ωερε τηε ονλψ σεχτορσ ιν δεϖελ−

οπεδ mαρκετσ ωιτη νεγατιϖε σεχονδ θυαρτερ ρετυρνσ. Ενεργψ φελλ 

ασ οιλ πριχεσ χοντινυεδ το λανγυιση δυε το αν ιmβαλανχε βετωεεν 

συππλψ ανδ δεmανδ�δεσπιτε ΟΠΕΧ�σ εφφορτσ το χυτ προδυχτιον. 

Τελεχοm Σερϖιχεσ ωερε βυφφετεδ βψ πριχινγ πρεσσυρε.

Wιτηιν τηε ΜΣΧΙ ινδιχεσ, Ευροπε εξ−Υ.Κ. ωασ υπ 8.4%, τηε Υ.Κ 

γαινεδ 4.7%, ανδ ϑαπαν ρετυρνεδ 5.2%. Σmαλλ χαπσ ουτπερ−

formed; the ΜΣΧΙ ΕΑΦΕ Σmαλλ Χαπ Ινδεξ ροσε 8.1%.

Λοοκινγ ατ τηε γλοβαλ πιχτυρε φορ στοχκσ, τηε ΜΣΧΙ ΑΧWΙ Ινδεξ 

γαινεδ 4.3%, ανδ δεϖελοπεδ ανδ εmεργινγ mαρκετσ ουτπερ−

φορmεδ τηε Υ.Σ. (ΜΣΧΙ ΑΧWΙ εξ ΥΣΑ Ινδεξ: +5.8%), δυε 

λαργελψ το βροαδ−βασεδ ωεακνεσσ ιν τηε Υ.Σ. δολλαρ.

Russell 2000

Russell 2500

Russell Midcap

S&P 500

Russell 1000 Value

Russell 1000 Growth

Russell 1000

Russell 3000

15.5%

16.5%

18.0%

18.5%

17.9%

19.8%

20.4%

24.6%

Russell 2000

Russell 2500

Russell Midcap

S&P 500

Russell 1000 Value

Russell 1000 Growth

Russell 1000

Russell 3000

1.3%

2.7%

3.1%

3.0%

3.1%

2.1%

4.7%

2.5%

U.S. Equity: Quarterly Returns 

U.S. Equity: One-Year Returns 

Sources: Russell Investment Group and Standard & Poor’s

Sources: Russell Investment Group and Standard & Poor’s

+5.8%
ΜΣΧΙ ΑΧWΙ ΕΞ ΥΣΑ

ΓΛΟΒΑΛ ΕΘΥΙΤΨ (Χοντινυεδ)
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Εmεργινγ Μαρκετσ: Τεχη Τριυmπησ

Εmεργινγ mαρκετσ ουτπαχεδ τηε 

δεϖελοπεδ mαρκετσ φορ τηε σεχ−

ονδ στραιγητ θυαρτερ, προπελλεδ βψ 

Τεχηνολογψ χοmπανιεσ ιν Χηινα, 

Σουτη Κορεα, ανδ Ταιωαν. Τηε ΜΣΧΙ Εmεργινγ Μαρκετσ 

Ινδεξ γαινεδ 6.3%. Ινδυστρψ λεαδερσ ιν ονλινε ανδ mοβιλε χοm−

mερχε, παψmεντσ, διγιταλ mεδια, χλουδ χοmπυτινγ, ανδ σmαρτ−

πηονεσ αρε mονοπολιζινγ τηε mαρκετσ. Τηατ ινχλυδεσ Τενχεντ 

and Alibaba in China; Samsung in South Korea; and Taiwan 
Σεmιχονδυχτορ Μανυφαχτυρινγ ιν Ταιωαν.

 

Ποσιτιϖε εχονοmιχ mοmεντυm ανδ Ευροπεαν ελεχτιον ρεσυλτσ 

placed Greece (+33.8%) and Hungary (+19.4%) as the top two 
περφορmινγ χουντριεσ ιν εmεργινγ mαρκετσ. Χηινα ροσε 10.6%, 

ωηιλε Ινδια�σ γαιν ωασ mυτεδ ατ +2.9%, τηουγη ιτ ρεmαινσ α 

τοπ περφορmερ ψεαρ−το−δατε (+21%). Τηε τηρεε ωορστ−περφορmινγ 

χουντριεσ ωερε Θαταρ (−10.9%), Ρυσσια (−10.0%), ανδ Βραζιλ 

(−6.7%). Θαταρ ωασ ηιτ αφτερ φουρ Αραβ νατιονσ (Σαυδι Αραβια, 

τηε Υνιτεδ Αραβ Εmιρατεσ, Εγψπτ, ανδ Βαηραιν) ιmποσεδ αν 

εmβαργο, αχχυσινγ τηε χουντρψ οφ βαχκινγ τερρορισm. Ρυσσια 

σλυmπεδ βεχαυσε οφ δεχλινινγ οιλ πριχεσ ανδ λοοmινγ νεω 

σανχτιονσ. Ανδ χοντινυινγ πολιτιχαλ ινσταβιλιτψ ιν Βραζιλ (ινχλυδ−

ινγ Πρεσιδεντ Μιχηελ Τεmερ�σ βριβερψ σχανδαλ) ανδ χοmmοδιτψ 

πριχεσ ωειγηεδ ον τηε χουντρψ.

Θυαλιτψ, γροωτη, ανδ mοmεντυm φαχτορσ δοmινατεδ τηε mαρκετ 

γιϖεν τηε ρετυρνσ οφ λαργε χαπ τεχηνολογψ χοmπανιεσ. 

Νον−Υ.Σ. Σmαλλ Χαπ: Αλλ Οϖερ τηε Μαπ

Dεϖελοπεδ νον−Υ.Σ. σmαλλ χαπ στοχκσ 

ουτπερφορmεδ λαργε χαπ εθυιτψ, ασ 

τηεψ ωερε βεττερ ποσιτιονεδ φορ τηε 

λοχαλ εχονοmιχ ρεχοϖερψ ιν Ευροπε. 

Βυτ σmαλλ χαπ εθυιτψ λαγγεδ λαργε χαπ ιν εmεργινγ mαρκετσ, 

δυε το τηε περφορmανχε οφ τηε λαργε χαπ τεχη χοmπανιεσ. Τηε 

ΜΣΧΙ Wορλδ εξ ΥΣΑ Σmαλλ Χαπ Ινδεξ χλιmβεδ 7.3% ωηιλε τηε 

ΜΣΧΙ Εmεργινγ Μαρκετσ Σmαλλ Χαπ Ινδεξ ινχρεασεδ 2.6%. 

Ενεργψ ωασ τηε ωορστ−περφορmινγ σεχτορ ιν δεϖελοπεδ ανδ 

εmεργινγ mαρκετσ δυε το δεχλινινγ οιλ πριχεσ, ωηιχη αλσο χαυσεδ 

γροωτη το ουτπερφορm ϖαλυε ιν δεϖελοπεδ σmαλλ χαπ. Φινανχιαλσ, 

the top performing sector for the quarter, offset Energy; on the 
ηεελσ οφ ποσιτιϖε εχονοmιχ δατα ανδ ελεχτιον ρεσυλτσ, Εαστερν 

Ευροπεαν Φινανχιαλσ ραλλιεδ.

32.2%

18.2%

20.5%

20.3%

21.3%

19.5%

18.8%

24.4%

13.3%

19.2%

23.7%

19.2%

19.4%

MSCI ACWI ex USA Small Cap

MSCI ACWI

MSCI ACWI ex USA

MSCI World ex USA Small Cap

MSCI World ex USA

MSCI World

MSCI Europe ex UK

MSCI UK

MSCI Japan

MSCI Pacific ex Japan

MSCI Emerging Markets

MSCI China

MSCI Frontier Markets

10.6%

4.0%

5.8%

6.2%

7.3%

5.6%

4.3%

8.4%

4.7%

5.2%

6.3%

6.1%

1.5%

MSCI ACWI ex USA Small Cap

MSCI ACWI

MSCI ACWI ex USA

MSCI World ex USA Small Cap

MSCI World ex USA

MSCI World

MSCI Europe ex UK

MSCI UK

MSCI Japan

MSCI Pacific ex Japan

MSCI Emerging Markets

MSCI China

MSCI Frontier Markets

Non-U.S. Equity: Quarterly Returns (Υ.Σ. Dολλαρ) Non-U.S. Equity: One-Year Returns (Υ.Σ. Dολλαρ)

Source: MSCI Source: MSCI

+6.3%
ΜΣΧΙ ΕΜ

+6.2%
ΜΣΧΙ ΑΧWΙ ΕΞ ΥΣ ΣΧ

ΓΛΟΒΑΛ ΕΘΥΙΤΨ (Χοντινυεδ)
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Γλοβαλ Φιξεδ Ινχοmε

Υ.Σ. Βονδσ: Ον τηε Ηυντ φορ Ψιελδ

Χορπορατε βονδσ περφορmεδ βεστ ιν 

τηε σεχονδ θυαρτερ ον στρονγ δεmανδ. 

Ινϖεστορσ χοντινυεδ τηειρ ηυντ φορ στα−

βλε ψιελδσ τηατ αρε ηιγηερ τηαν ωηατ ισ 

αϖαιλαβλε φορ λικε−δυρατιον γοϖερνmεντ βονδσ. Τηε Βλοοmβεργ 

Βαρχλαψσ ΥΣ Χορπορατε Βονδ Ινδεξ ωασ υπ 2.5% (+3.8% 

ψεαρ το δατε), ωηιλε τηε Βλοοmβεργ Βαρχλαψσ ΥΣ Αγγρεγατε 

Βονδ Ινδεξ rose 1.4% (+2.3% YTD). Credit fundamentals 
ρεmαινεδ στρονγ ωιτη σολιδ εαρνινγσ γροωτη ανδ α mοδεστ (βυτ 

acceptable) economic growth environment; corporate balance 
σηεετσ αππεαρεδ το βε ιν γοοδ σηαπε. Ανδ αλτηουγη ρατεσ 

ηαϖε mοϖεδ ηιγηερ ον τηε φροντ ενδ, οϖεραλλ τηε χυρϖε ηασ 

lattened; the demand for yield is providing support for spread 
σεχτορσ βροαδλψ.

Τηε Βλοοmβεργ Βαρχλαψσ Χορπορατε Ηιγη Ψιελδ Ινδεξ 

ινχρεασεδ 2.2%. Λοω ιντερεστ ρατεσ χοντινυεδ το βε α χαταλψστ 

πυσηινγ ινϖεστορσ ουτ τηε ρισκ σπεχτρυm ιν σεαρχη οφ ηιγηερ 

ψιελδσ. Dεφαυλτ εξπεχτατιονσ αρε λοω αχροσσ mοστ σεχτορσ, προ−

ϖιδινγ σοmε χοmφορτ το ινϖεστορσ. Ενεργψ ωασ τηε ονλψ ηιγη−

ψιελδ σεχτορ το δεχλινε (−0.66%). Ρισινγ ινϖεντοριεσ ανδ χον−

χερν οϖερ ΟΠΕΧ πολιχψ πυτ πρεσσυρε ον οιλ πριχεσ, ωηιχη ηαϖε 

φαλλεν αππροξιmατελψ 17% σο φαρ τηισ ψεαρ.

Ιν τηε γοϖερνmεντ mαρκετ, mυνιχιπαλ βονδσ ουτπερφορmεδ 

Τρεασυριεσ. Τηε Βλοοmβεργ Βαρχλαψσ Μυνιχιπαλ Βονδ 

Ινδεξ ωασ υπ 2.0%, χοmπαρεδ το τηε Βλοοmβεργ Βαρχλαψσ 

ΥΣ Τρεασυρψ Ινδεξ (+1.2%). Ρεσυλτσ ωερε βολστερεδ βψ λοω−

ερεδ εξπεχτατιονσ φορ ταξ ρεφορm ανδ φαϖοραβλε συππλψ/δεmανδ 

technicals. The Fed, viewing inlation weakness as temporary, 
ραισεδ ρατεσ βψ 25 βασισ ποιντσ, ασ εξπεχτεδ. Τηε ψιελδ χυρϖε 

lattened over the quarter, with short rates rising and longer 

Υ.Σ. Τρεασυρψ Ψιελδ Χυρϖεσ
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4%
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Source: Bloomberg

Υ.Σ. Φιξεδ Ινχοmε: Θυαρτερλψ Ρετυρνσ Υ.Σ. Φιξεδ Ινχοmε: Ονε−Ψεαρ Ρετυρνσ

4.4%

0.8%

0.9%

0.3%

1.5%

2.2%

-0.4%

1.4%

Bloomberg Barclays Gov/Credit 1-3 Yr
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Bloomberg Barclays Long Gov/Credit
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-1.1%

7.5%

-0.2%

0.3%

0.9%

12.7%

-0.6%

-0.3%

Bloomberg Barclays Gov/Credit 1-3 Yr

Bloomberg Barclays Interm Gov/Credit

Bloomberg Barclays Aggregate

Bloomberg Barclays Long Gov/Credit

Bloomberg Barclays Universal

CS Leveraged Loans

Bloomberg Barclays Corp. High Yield

Bloomberg Barclays US TIPS

Sources: Bloomberg Barclays and Credit Suisse Sources: Bloomberg Barclays and Credit Suisse

+1.4%
ΒΒ ΑΓΓΡΕΓΑΤΕ
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ρατεσ φαλλινγ. Τηε 10−ψεαρ Υ.Σ. Τρεασυρψ ψιελδ χλοσεδ τηε θυαρ−

τερ ατ 2.31%, δοων φροm 2.40% ασ οφ Μαρχη 31, τηουγη ιτ ηιτ α 

2017 λοω οφ 2.12% εαρλιερ ιν ϑυνε. Τηε 2−ψεαρ Υ.Σ. Τρεασυρψ 

ψιελδ χλιmβεδ 11 βπσ το χλοσε ατ 1.38%.

TIPS underperformed as expectations for inlation sank, a rever−
sal from the previous quarter; the Βλοοmβεργ Βαρχλαψσ ΥΣ 

ΤΙΠΣ Ινδεξ φελλ 0.4%. Τηε 10−ψεαρ βρεακεϖεν σπρεαδ (τηε διφφερ−

ενχε βετωεεν νοmιναλ ανδ ρεαλ ψιελδσ) ωασ 1.73% ασ οφ θυαρτερ−

end, down from 1.97% at the end of the irst quarter, as inlation 
χαmε ιν βελοω εξπεχτατιονσ φορ τηε τηιρδ χονσεχυτιϖε mοντη.

 

Νον−Υ.Σ. Βονδσ: Ουρ Παιν, Τηειρ Γαιν

Α ωεακερ Υ.Σ. δολλαρ ηελπεδ υνηεδγεδ 

νον−Υ.Σ. βονδσ ανδ ηινδερεδ ηεδγεδ 

βονδσ. Τηε Βλοοmβεργ Βαρχλαψσ 

Γλοβαλ Αγγρεγατε εξ−ΥΣ Βονδ 

Ινδεξ (υνηεδγεδ) ϕυmπεδ 3.5%, ωηιλε τηε ηεδγεδ Ινδεξ ροσε 

ονλψ 0.6%. Τηε Υ.Σ. δολλαρ λοστ νεαρλψ 7% ϖερσυσ τηε ευρο ανδ 

αλmοστ 5% ϖερσυσ α βροαδ βασκετ οφ δεϖελοπεδ mαρκετ χυρ−

ρενχιεσ. Ποσιτιϖε εχονοmιχ γροωτη ανδ ηαωκιση ρηετοριχ φροm 

τηε Ευροπεαν Χεντραλ Βανκ (ΕΧΒ) ανδ τηε Βανκ οφ Ενγλανδ 

δροϖε στρονγ ρεσυλτσ ιν τηε ευρο ανδ τηε Βριτιση πουνδ χοm−

παρεδ το τηε Υ.Σ. δολλαρ. Τηε θυαρτερ χλοσεδ ωιτη αν υπβεατ 

ασσεσσmεντ οφ τηε ευρο ζονε�σ ρεχοϖερψ φροm τηε πρεσιδεντ οφ 

τηε ΕΧΒ, Μαριο Dραγηι, φυελινγ σπεχυλατιον τηατ τηε ταπερινγ 

οφ ΕΧΒ ασσετ πυρχηασεσ mαψ βε ον τηε ηοριζον. Τηισ χηανγε 

ιν τονε σποοκεδ ινϖεστορσ ανδ σεντ γλοβαλ ψιελδσ ηιγηερ ανδ 

στοχκσ λοωερ γοινγ ιντο θυαρτερ−ενδ.

Dεσπιτε γροωινγ γεοπολιτιχαλ τενσιον ανδ πρεσσυρε ον ενεργψ 

ανδ χοmmοδιτψ πριχεσ, τηε δεmανδ φορ ψιελδ δροϖε ρετυρνσ ιν 

εmεργινγ mαρκετ (ΕΜ) δεβτ αmιδ α στρονγ τεχηνιχαλ χλιmατε 

supported by robust investor lows. The dollar-denominated 
JPM EMBI Global Diversiied Index ωασ υπ 2.2%, ανδ τηε 

λοχαλ χυρρενχψ−δενοmινατεδ JPM GBI-EM Global Diversiied 
Ινδεξ ϕυmπεδ εϖεν mορε σηαρπλψ, ρισινγ 3.6%. Τηε ωεακερ 

Υ.Σ. δολλαρ ανδ ρελατιϖελψ ηιγηερ λοχαλ ψιελδσ πυσηεδ ΕΜ λοχαλ 

δεβτ ρετυρνσ ηιγηερ φορ τηε θυαρτερ ανδ τηε ψεαρ, χοντινυινγ τηε 

ποστ−ελεχτιον ρεβουνδ.

Νον−Υ.Σ. Φιξεδ Ινχοmε: Θυαρτερλψ Ρετυρνσ Νον−Υ.Σ. Φιξεδ Ινχοmε: Ονε−Ψεαρ Ρετυρνσ
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Source: Bloomberg Barclays

+3.5%
ΒΒ ΓΒΛ ΑΓΓ ΕΞ ΥΣ

ΓΛΟΒΑΛ ΦΙΞΕD ΙΝΧΟΜΕ (Χοντινυεδ)
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Σοmε Ποσιτιϖε Σιγνσ Εmεργινγ

ΡΕΑΛ ΕΣΤΑΤΕ |  Κεϖιν Ναγψ

Τηε ΝΧΡΕΙΦ Προπερτψ Ινδεξ αδϖανχεδ 1.8% δυρινγ τηε σεχ−

ονδ θυαρτερ (1.2% φροm ινχοmε ανδ 0.6% φροm αππρεχιατιον). 

Τηισ mαρκεδ τηε 34τη χονσεχυτιϖε θυαρτερ οφ ποσιτιϖε ρετυρνσ φορ 

τηε Ινδεξ. Αππρεχιατιον ρετυρν ινχρεασεδ φροm τηε πρεϖιουσ θυαρ−

ter, the irst such gain since the irst quarter of 2015.

Ινδυστριαλ (+3.1%) ωασ τηε βεστ−περφορmινγ σεχτορ φορ τηε 

ifth consecutive quarter with Hotel (+1.8%), Ofice (+1.6%), 
Ρεταιλ (+1.5%), ανδ Απαρτmεντσ (+1.5%) αλσο γαινινγ. Τηε 

Wεστ ρεγιον ωασ τηε στρονγεστ περφορmερ φορ τηε τηιρδ θυαρτερ 

ιν α ροω, ρετυρνινγ 2.2%, ανδ τηε Μιδωεστ λαγγεδ ωιτη α 1.3% 

ρετυρν. Τρανσαχτιον ϖολυmε ινχρεασεδ το ∃7.7 βιλλιον, υπ 11% 

from the irst quarter but down 14.5% from the second quar−
τερ οφ 2016. Αππραισαλ χαπιταλιζατιον ρατεσ ινχρεασεδ το 4.5%, 

σλιγητλψ υπ φροm λαστ θυαρτερ. Τρανσαχτιον χαπιταλιζατιον ρατεσ φελλ 

το 6.1% φροm λαστ θυαρτερ�σ 12−θυαρτερ ηιγη οφ 6.3%. Τηε σπρεαδ 

βετωεεν αππραισαλ ανδ τρανσαχτιον ρατεσ δεχρεασεδ το 1.6 περ−

χενταγε ποιντσ.

Οχχυπανχψ ρατεσ φελλ φορ τηε σεχονδ χονσεχυτιϖε θυαρτερ το 

92.8%. Απαρτmεντ ανδ Ρεταιλ οχχυπανχψ ρατεσ ινχρεασεδ σλιγητλψ 

while Industrial and Ofice rates decreased. 

Τηε NCREIF Open End Diversiied Core Equity Index 

ροσε 1.7% (1.1% φροm ινχοmε ανδ 0.6% φροm αππρεχιατιον), 

a decline from the irst quarter and the lowest since 2010. 
Ινχοmε ρετυρνσ ινχρεασεδ σλιγητλψ ανδ αππρεχιατιον φελλ το α νεω 

σεϖεν−ψεαρ λοω. 

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

ΦΤΣΕ ΕΠΡΑ/ΝΑΡΕΙΤ Dεϖελοπεδ ΡΕΙΤ Ινδεξ (ΥΣD), ποστεδ α 

3.1% ρετυρν, ουτπαχινγ Υ.Σ. ΡΕΙΤσ, ωηιχη γαινεδ 1.5% ασ mεα−

συρεδ βψ τηε FTSE NAREIT Equity REITs Index. 

In the U.S., REITs rebounded in June after being relatively lat 
ιν Απριλ ανδ νεγατιϖε ιν Μαψ. Ρεταιλ (−7.6%) ωασ αγαιν τηε ωορστ 

περφορmερ, δεπρεσσεδ βψ ωεακ εαρνινγσ ρεσυλτσ φροm λαργε ρεταιλ−

ερσ ανδ τηε γροωινγ mαρκετ σηαρε οφ ε−χοmmερχε. Σελφ−Στοραγε 

(-2.7%), Specialty (-0.6%), and Timber (-0.1%) also fell. Health 
Χαρε (+5.3%) ρεmαινεδ στρονγ ασ εφφορτσ το οϖερτυρν τηε 

Αφφορδαβλε Χαρε Αχτ φαλτερεδ. Ινδυστριαλ (+12.0%), Dατα Χεντερσ 

(+9.2%), Ινφραστρυχτυρε (+8.8%), ανδ Ρεσιδεντιαλ (+6.0%) αλλ 

εξπεριενχεδ στρονγ γαινσ. 

Ευροπε, ασ ρεπρεσεντεδ βψ τηε ΦΤΣΕ ΕΠΡΑ/ΝΑΡΕΙΤ Ευροπε 

Ινδεξ, ωασ τηε στρονγεστ περφορmινγ ρεγιον, ρετυρνινγ 10.6% 

ιν Υ.Σ. δολλαρ τερmσ. Τηε ευρο�σ αππρεχιατιον αγαινστ τηε δολλαρ 

was a major driver of returns, as was strong, diversiied growth 
αχροσσ τηε mαϕοριτψ οφ τηε ρεγιον�σ εχονοmιεσ. Τηε συχχεσσφυλ 

τακεοϖερ οφ σεϖεραλ Σπανιση ανδ Ιταλιαν βανκσ βοοστεδ χον−

τινενταλ Ευροπεαν στοχκσ ανδ ηελπεδ τηεm ουτπερφορm τηειρ 

Υ.Κ. πεερσ. 

Ρολλινγ Ονε−Ψεαρ Ρετυρνσ

-60%

-30%

0%

30%

60%

90%

120%

REIT Style Global REIT StylePrivate Real Estate Database
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*Index subreturns are calculated separately from index return and may not total.

Source: Callan
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The Asia-Paciic region outperformed the U.S. but lagged 
Europe. Singapore and Hong Kong again provided the stron−

γεστ ρεγιοναλ περφορmανχε ωηιλε Αυστραλια λαγγεδ βεηινδ, ηυρτ 

βψ α ωεακ ρεταιλ σεχτορ. ϑαπανεσε ΡΕΙΤσ συφφερεδ νεγατιϖε 

ρετυρνσ τηισ θυαρτερ, βυτ στρονγ ρεσυλτσ φροm ϑαπανεσε δεϖελοπ−

ερσ ωερε ενουγη το πυση τηε αγγρεγατε ρεαλ εστατε ινδεξ το α 

ποσιτιϖε ρετυρν.

ΡΕΑΛ ΕΣΤΑΤΕ (Χοντινυεδ)

ΝΧΡΕΙΦ Τρανσαχτιον ανδ Αππραισαλ Χαπιταλιζατιον Ρατεσ

0%

3%

6%

9%

Appraisal Capitalization RatesTransaction Capitalization Rates

07 08 09 10 11 12 13 14 15 16 17

Χοmmερχιαλ mορτγαγε−βαχκεδ σεχυριτιεσ (ΧΜΒΣ) ισσυανχε 

φορ τηε θυαρτερ ινχρεασεδ το ∃20.2 βιλλιον, α 79% ινχρεασε οϖερ 

$13.9 billion in the irst quarter. This also represented a 44.1% 
ινχρεασε οϖερ τηε σεχονδ θυαρτερ οφ 2016 (∃11.3 βιλλιον).

Source: NCREIF

Note: Transaction capitalization rate is equal weighted.

ΝΧΡΕΙΦ Χαπιταλιζατιον Ρατεσ βψ Προπερτψ Τψπε

0%

3%

6%

9%

IndustrialApartment RetailOffice

07 08 09 10 11 12 13 14 15 16 17

Source: NCREIF

Note: Capitalization rates are appraisal-based.
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Private Equity Performance Database (%)  (Pooled Horizon IRRs through March 31, 2017*)
Στρατεγψ 3 Μοντησ Ψεαρ 3 Ψεαρσ 5 Ψεαρσ 10 Ψεαρσ 15 Ψεαρσ 20 Ψεαρσ

Αλλ ςεντυρε 3.17 6.77 12.30 14.35 9.71 7.66 21.22 

Γροωτη Εθυιτψ 4.16 12.02 9.70 11.51 10.34 11.37 13.60 

Αλλ Βυψουτσ 4.34 14.55 10.29 12.76 9.19 13.54 12.56 

Μεζζανινε 2.83 9.47 8.13 9.70 8.83 9.52 9.06 

Dιστρεσσεδ 3.37 14.72 6.83 10.55 9.29 10.83 10.70 

All Private Equity 3.95 12.61 10.07 12.52 9.39 11.70 13.15 

Σ&Π 500 6.07 17.17 10.37 13.30 7.51 7.09 7.86 

Ρυσσελλ 3000 5.74 18.07 9.76 13.18 7.54 7.44 8.11 

Private equity returns are net of  fees. 

Sources: Standard & Poor’s and Thomson Reuters/Cambridge 

*Most recent data available at time of  publication.

Ηαππψ Χαmπερσ       

ΠΡΙςΑΤΕ ΕΘΥΙΤΨ |  Γαρψ Ροβερτσον

Φυνδσ Χλοσεδ ϑανυαρψ 1 το ϑυνε 30, 2017

Στρατεγψ Νο. οφ Φυνδσ Amt ($mm) Περχεντ

ςεντυρε Χαπιταλ 282 16,421 10%

Βυψουτσ 220 120,352 73%

Συβορδινατεδ Dεβτ 26 7,326 4%

Dιστρεσσεδ Dεβτ 13 7,189 4%

Σεχονδαρψ ανδ Οτηερ 23 5,249 3%

Φυνδ−οφ−φυνδσ 65 8,945 5%

Τοταλσ 629 165,481 100%

Source: Private Equity Analyst

Figures may not total due to rounding.

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.

Νεω πριϖατε εθυιτψ παρτνερσηιπ χοmmιτmεντσ τοταλεδ ∃85.5 βιλ−

λιον ιν τηε σεχονδ θυαρτερ, ωιτη 319 νεω παρτνερσηιπσ φορmεδ, 

αχχορδινγ το Πριϖατε Εθυιτψ Αναλψστ. Τηε νυmβερ οφ φυνδσ 

increased 3% from 310 in the irst quarter, and the dollar volume 
ροσε 7% φροm ∃80.0 βιλλιον. Απολλο ΙΞ ραισεδ τηε mοστ χαπιταλ ιν 

τηε θυαρτερ, ∃23.5 βιλλιον, ανδ συβσεθυεντλψ τοππεδ υπ το ∃24.6 

billion for the inal close—the largest buyout fund ever raised. 
Τηε λαργεστ Ευροπεαν (ΧςΧ ςΙΙ: ∃19 βιλλιον) ανδ Ασιαν (ΚΚΡ 

Ασια ΙΙΙ: ∃9.3 βιλλιον) φυνδσ ωερε αλσο χλοσεδ τηισ θυαρτερ.

Ινϖεστmεντσ βψ φυνδσ ιντο χοmπανιεσ τοταλεδ 127 δεαλσ, υπ 69% 

φροm 75 ιν τηε πριορ θυαρτερ, αχχορδινγ το Βυψουτσ νεωσλεττερ. 

Τηε αννουνχεδ τοταλ ϖολυmε ωασ ∃72 βιλλιον, υπ 177% φροm ∃26 

billion in the irst quarter. Fifteen deals with announced values 
οφ ∃1 βιλλιον ορ mορε χλοσεδ ιν τηε θυαρτερ.

Νεω ινϖεστmεντσ ιν ϖεντυρε χαπιταλ χοmπανιεσ τοταλεδ 1,963 

rounds of inancing with $21.8 billion of announced value, 
αχχορδινγ το τηε Νατιοναλ ςεντυρε Χαπιταλ Ασσοχιατιον. Τηε 

number of rounds closely mirrored the 1,954 in the irst 
θυαρτερ, βυτ αννουνχεδ δολλαρ ϖαλυε ινχρεασεδ 36% φροm  

∃16.0 βιλλιον.

Βυψουτσ ρεπορτσ τηερε ωερε 161 πριϖατε Μ&Α εξιτσ οφ βυψουτ−

βαχκεδ χοmπανιεσ, ωιτη 41 δεαλσ δισχλοσινγ ϖαλυεσ τοταλινγ 

$18.3 billion. The M&A exit count was lat with the prior quarter’s 
162, βυτ τηε αννουνχεδ ϖαλυε ινχρεασεδ 15% φροm ∃15.9 βιλλιον. 

Τηερε ωερε σεϖεν βυψουτ−βαχκεδ ΙΠΟσ ιν τηε σεχονδ θυαρτερ 

(α τωο−ψεαρ ηιγη), ραισινγ αν αγγρεγατε ∃2.0 βιλλιον. Τηε νυm−

ber increased from ive the prior quarter, but the total proceeds 
δεχρεασεδ φροm ∃3.1 βιλλιον.

ςεντυρε−βαχκεδ εξιτσ (βοτη πριϖατε σαλεσ ανδ ΙΠΟσ) τοταλεδ 156 

τρανσαχτιονσ, ανδ δισχλοσεδ ϖαλυε τοταλεδ ∃10.5 βιλλιον. Εξιτσ 

declined 19% from the irst quarter’s 192, and the dollar volume 
δεχλινεδ 28% φροm ∃14.6 βιλλιον.

Πλεασε σεε ουρ υπχοmινγ ισσυε οφ Πριϖατε Μαρκετσ Τρενδσ φορ 

mορε ιν−δεπτη χοϖεραγε.
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Callan Database Median and Index Returns* for Periods ended June 30, 2017

Θυαρτερ ΨΤD Ψεαρ 3 Ψεαρσ 5 Ψεαρσ 10 Ψεαρσ 15 Ψεαρσ

Ηεδγε Φυνδ−οφ−Φυνδσ Dαταβασε 0.94 3.26 8.12 1.78 5.39 2.90 4.88

CS Hedge Fund Index 0.76 2.85 5.84 1.54 4.47 3.18 5.84

ΧΣ Εθυιτψ Μαρκετ Νευτραλ 0.36 2.50 1.38 −0.40 1.89 −3.18 0.42

ΧΣ Χονϖερτιβλε Αρβιτραγε 0.21 2.46 6.82 1.90 3.53 3.42 4.67

ΧΣ Φιξεδ Ινχοmε Αρβιτραγε 1.62 3.97 8.66 3.26 4.62 3.44 4.11

ΧΣ Μυλτι−Στρατεγψ 2.29 5.11 9.05 5.53 7.41 4.88 7.02

ΧΣ Dιστρεσσεδ 1.64 3.90 10.58 0.28 5.90 3.45 7.25

ΧΣ Ρισκ Αρβιτραγε 2.73 3.97 7.19 1.89 3.18 3.23 3.95

ΧΣ Εϖεντ−Dριϖεν Μυλτι−Στρατεγψ 0.76 3.67 8.73 −2.05 4.09 2.83 6.30

ΧΣ Λονγ/Σηορτ Εθυιτψ 3.06 6.62 8.40 2.97 7.00 3.73 6.49

ΧΣ Γλοβαλ Μαχρο −1.77 −1.54 3.58 1.43 2.79 4.85 7.47

ΧΣ Μαναγεδ Φυτυρεσ −3.40 −4.38 −12.70 1.26 0.06 1.49 4.07

ΧΣ Εmεργινγ Μαρκετσ 2.67 7.05 11.25 4.30 5.91 3.47 8.10

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

Ασ τηε Wορλδ Χηυρνσ, Dεσπαχιτο

ΗΕDΓΕ ΦΥΝDΣ |  ϑιm ΜχΚεε

Στοχκ λοϖερσ εmβραχεδ τηε σλοωλψ σηιφτινγ ναρρατιϖε οφ γλοβαλ 

γροωτη αππεαρινγ ιν Ευροπε ανδ ϑαπαν ιν τηε σεχονδ θυαρ−

τερ. Φιξεδ ινχοmε mαρκετσ ωερε υνσεττλεδ ωηεν τηε Ευροπεαν 

Χεντραλ Βανκ ηιντεδ ατ ποτεντιαλλψ ταπερινγ ιτσ βονδ πυρχηασε 

προγραm.

Τηε θυαρτερ�σ mαρκετ χονδιτιονσ προϖιδεδ α φριενδλψ σεττινγ φορ 

ηεδγε φυνδσ σεεκινγ αλτερνατιϖε ρισκσ. Ιλλυστρατινγ ραω ηεδγε 

φυνδ περφορmανχε ωιτηουτ ιmπλεmεντατιον χοστσ, τηουγη νετ οφ 

υνδερλψινγ ηεδγε φυνδ φεεσ, τηε Χρεδιτ Συισσε Ηεδγε Φυνδ 

Ινδεξ (CS HFI) rose 0.8%. As a live hedge fund portfolio, net 
οφ αλλ φεεσ ανδ εξπενσεσ, τηε mεδιαν mαναγερ ιν τηε Χαλλαν 

Ηεδγε Φυνδ−οφ−Φυνδσ Dαταβασε αδϖανχεδ 0.9%. 

Within the CS HFI, Λονγ/Σηορτ Εθυιτψ (+3.1%) ρεπεατεδ ασ 

τηε βεστ−περφορmινγ στρατεγψ φορ τηε σεχονδ στραιγητ θυαρτερ. 

Ρισκ Αρβιτραγε ραλλιεδ 2.7% ωηιλε Dιστρεσσεδ αππρεχιατεδ 1.6%. 

Χονϖερτιβλε Αρβ (+0.2%) ανδ Εθυιτψ Μαρκετ Νευτραλ (+0.4%) 

εξπεριενχεδ mορε mοδεστ γαινσ. Ιν λαστ πλαχε φορ τηε σεχονδ 

στραιγητ θυαρτερ, Μαναγεδ Φυτυρεσ λοστ 3.4%. Εϖεν τηε mορε 

δισχρετιοναρψ Γλοβαλ Μαχρο (−1.8%) λοστ ιτσ φοοτινγ ωιτη τηε 

υνεξπεχτεδ τυρν οφ τοπ−δοων τηεmεσ.

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

Χαλλαν Λονγ/Σηορτ Εθυιτψ ΦΟΦ (+1.3%) ουτπαχεδ τηε Χαλλαν 

Αβσολυτε Ρετυρν ΦΟΦ (+0.9%). Wιτη διϖερσιφψινγ εξποσυρεσ το 

βοτη νον−διρεχτιοναλ ανδ διρεχτιοναλ στψλεσ, τηε Core Diversiied 
ΦΟΦ γαινεδ 0.6%.

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

 10th Percentile 1.70 1.57 3.00

 25th Percentile 1.65 1.16 2.66

 Median 0.87 0.57 1.28

 75th Percentile -0.18 0.22 0.20

 90th Percentile -1.18 -0.26 -0.34
   

 T-Bill + 5% 1.42 1.42 1.42

-2%

0%

2%

4%

Χαλλαν Στψλε Γρουπ Θυαρτερλψ Ρετυρνσ

Sources: Callan and 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.

The Callan DC Index™ climbed 4.7% in the irst quarter, its 
ηιγηεστ θυαρτερλψ ρετυρν σινχε τηε ενδ οφ 2013. Τηισ περφορmανχε 

βυιλδσ ον ρεσυλτσ φορ 2016, ωηεν τηε Ινδεξ ροσε 8.0%. Βυτ τηε DΧ 

Ινδεξ διδ mαρκεδλψ λαγ τηε Αγε 45 Ταργετ Dατε Φυνδ (+5.6%). Ιν 

ρισινγ mαρκετσ ταργετ δατε φυνδσ (ΤDΦσ) τενδ το ουτπερφορm τηε 

DΧ Ινδεξ βεχαυσε τηε αϖεραγε ΤDΦ ηασ α ηιγηερ αλλοχατιον το 

equities than the average deined contribution (DC) plan.

During the quarter, plan balances grew 4.74%; investment 
ρετυρνσ αχχουντεδ φορ τηε ϖαστ mαϕοριτψ (4.67% ϖσ. 0.07% φορ 

χοντριβυτιονσ). Σινχε ινχεπτιον οφ τηε Ινδεξ, πλαν σπονσορ ανδ 

παρτιχιπαντ χοντριβυτιονσ ηαϖε αχχουντεδ φορ αβουτ α θυαρτερ οφ 

ιτσ γροωτη. 

Εmεργινγ mαρκετ στοχκσ, ωηιλε α σmαλλ παρτ οφ DΧ πλανσ, ρεπ−

resented the sole equity asset class to witness inlows. This is 
νοτ συρπρισινγ γιϖεν τηειρ στρονγ σηοωινγ δυρινγ τηε περιοδ�DΧ 

lows often chase performance. Most other asset classes saw 
outlows in the irst quarter, with the exception of TDFs, which 
dominated inlows as usual. In the irst quarter, TDFs attracted 
οϖερ 88 χεντσ οφ εϖερψ δολλαρ τηατ mοϖεδ ωιτηιν DΧ πλανσ. 

Τυρνοϖερ (ι.ε., νετ τρανσφερ αχτιϖιτψ ωιτηιν DΧ πλανσ) ωασ λοω τηισ 

θυαρτερ (0.42%) χοmπαρεδ το τηε ηιστοριχαλ αϖεραγε (0.64%).

Τηε Χαλλαν DΧ Ινδεξ�σ εθυιτψ αλλοχατιον ενδεδ τηε θυαρτερ ατ 

69%, ωελλ βελοω τηε αϖεραγε εθυιτψ αλλοχατιον οφ τηε Αγε 45 

Ταργετ Dατε Φυνδ (76%) βυτ αβοϖε τηε Ινδεξ�σ ηιστοριχαλ αϖερ−

αγε (67%).

Wηεν ΤDΦσ αρε ηελδ ωιτηιν α DΧ πλαν, τηεψ νοω αχχουντ φορ 

32% οφ πλαν ασσετσ. Τηε νεξτ λαργεστ πλαν ηολδινγ, Υ.Σ. λαργε 

χαπ εθυιτψ φυνδσ, αχχουντ φορ λεσσ τηαν 23% οφ πλαν ασσετσ.

Βεστ Ρετυρν φορ DΧ Ινδεξ Σινχε 2013

DΕΦΙΝΕD ΧΟΝΤΡΙΒΥΤΙΟΝ |  Τοm Σζκωαρλα

Net Cash Flow Analysis (First Quarter 2017) 
(Τοπ Τωο ανδ Βοττοm Τωο Ασσετ Γατηερερσ)

Ασσετ Χλασσ

Φλοωσ ασ % οφ

Τοταλ Νετ Φλοωσ

Ταργετ Dατε Φυνδσ 88.69%

Υ.Σ. Φιξεδ Ινχοmε 7.25%

Χοmπανψ Στοχκ −15.92%

Σταβλε ςαλυε −36.49%

Total Turnover** 0.42%

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

Source: Callan DC Index

Note: DC Index inception date is January 2006.

*  The Age 45 Fund transitioned from the average 2030 TDF to the 2035 TDF in  

June 2013.

** 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

First Quarter 2017

Age 45 Target Date* Total DC Index

4.67%

5.57%5.74%

Annualized Since 

Inception

5.57%

4.67%

6.48%

Year-to-Date

First Quarter 2017

% Net Flows % Return Growth% Total Growth

7.84%

Annualized Since 

Inception

2.11%

0.07%0.07%

5.73%

4.74% 4.67%4.74% 4.67%

Year-to-Date



Actual vs Target Asset Allocation
As of June 30, 2017

The first chart below shows the Fund’s asset allocation as of June 30, 2017. The second chart shows the Fund’s target asset
allocation as outlined in the investment policy statement.

Actual Asset Allocation

Large Cap Equity
22%

Small Cap Equity
8%

International Equity
20%

Domestic Fixed Income
34%

Diversified Real Assets
10%

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       1,029,556   22.0%   22.0%    0.0% (1,796)
Small Cap Equity         379,376    8.1%    8.0%    0.1%           4,339
International Equity         938,507   20.0%   20.0%    0.0%             914
Domestic Fixed Income      1,614,701   34.4%   35.0% (0.6%) (26,087)
Diversified Real Assets         452,210    9.6%   10.0% (0.4%) (16,587)
Real Estate         264,258    5.6%    5.0%    0.6%          29,860
Cash & Equivalents           9,357    0.2%    0.0%    0.2%           9,357
Total       4,687,964  100.0%  100.0%

* Current Quarter Target = 35.0% Blmbg Aggregate, 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 - June 30, 2017

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

(1.5%) (1.0%) (0.5%) 0.0% 0.5% 1.0% 1.5%

Large Cap Equity 0.28

Small Cap Equity 0.21

Domestic Fixed Income (0.62 )

Real Estate 0.72

International Equity (0.09 )

Diversified Real Assets (0.93 )

Cash & Equivalents 0.42

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%

2.67
3.06

1.55
2.46

2.33
1.45

2.53
1.75

7.36
5.63

3.55
1.61

0.18
0.18

3.44
2.75

Actual Target

Relative Attribution by Asset Class

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

Manager Effect Asset Allocation Total

Relative Attribution Effects for Quarter ended June 30, 2017

Effective Effective Total
Actual Target Actual Target Manager Asset Relative

Asset Class Weight Weight Return Return Effect Allocation Return
Large Cap Equity 22% 22% 2.67% 3.06% (0.09%) (0.00%) (0.09%)
Small Cap Equity 8% 8% 1.55% 2.46% (0.07%) (0.01%) (0.09%)
Domestic Fixed Income 34% 35% 2.33% 1.45% 0.31% 0.01% 0.31%
Real Estate 6% 5% 2.53% 1.75% 0.05% (0.01%) 0.04%
International Equity 20% 20% 7.36% 5.63% 0.33% (0.01%) 0.33%
Diversified Real Assets 9% 10% 3.55% 1.61% 0.18% 0.01% 0.19%
Cash & Equivalents 0% 0% 0.18% 0.18% 0.00% (0.01%) (0.01%)

Total = + +3.44% 2.75% 0.70% (0.02%) 0.68%

* Current Quarter Target = 35.0% Blmbg Aggregate, 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 - June 30, 2017

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% 3.0%

Large Cap Equity

Small Cap Equity

Domestic Fixed Income

Real Estate

International Equity

Diversified Real Assets
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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 22% 22% 17.77% 18.03% (0.06%) (0.01%) (0.07%)
Small Cap Equity 8% 8% 23.34% 24.60% (0.09%) (0.01%) (0.11%)
Domestic Fixed Income 34% 35% 3.68% (0.31%) 1.49% 0.05% 1.54%
Real Estate 6% 5% 8.75% 6.97% 0.10% (0.03%) 0.07%
International Equity 20% 20% 24.26% 19.49% 0.86% (0.08%) 0.78%
Diversified Real Assets 9% 10% 2.35% 1.02% 0.13% 0.06% 0.19%
Cash & Equivalents 0% 0% 0.44% 0.44% 0.00% (0.02%) (0.02%)

Total = + +12.30% 9.91% 2.44% (0.05%) 2.39%

* Current Quarter Target = 35.0% Blmbg Aggregate, 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 - June 30, 2017

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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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 22% 22% 9.70% 9.26% 0.08% (0.04%) 0.05%
Small Cap Equity 8% 8% 8.08% 7.36% 0.05% (0.04%) 0.01%
Domestic Fixed Income 34% 34% 4.10% 2.48% 0.55% (0.01%) 0.54%
Real Estate 6% 5% 11.81% 10.17% 0.08% (0.00%) 0.08%
International Equity 20% 20% 2.86% 0.93% 0.40% (0.02%) 0.37%
Diversified Real Assets 9% 9% 1.26% (0.21%) 0.14% 0.02% 0.16%
Short Term Fixed Income 2% 2% - - 0.01% (0.01%) 0.00%
Cash & Equivalents 0% 0% 0.19% 0.19% 0.00% (0.03%) (0.03%)

Total = + +5.61% 4.42% 1.32% (0.14%) 1.19%

* Current Quarter Target = 35.0% Blmbg Aggregate, 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 - June 30, 2017

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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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 15% 15% - - 0.05% (0.05%) 0.01%
Small Cap Equity 5% 5% - - 0.03% (0.04%) (0.00%)
Domestic Fixed Income 23% 23% - - 0.45% 0.00% 0.45%
Real Estate 4% 3% - - 0.04% 0.01% 0.05%
International Equity 13% 14% - - 0.24% (0.04%) 0.20%
Diversified Real Assets 5% 6% - - 0.08% 0.01% 0.09%
Short Term Fixed Income33% 34% - - 0.35% 0.00% 0.35%
Cash & Equivalents 0% 0% 0.16% 0.16% 0.00% (0.03%) (0.03%)

Total = + +4.96% 3.84% 1.25% (0.13%) 1.12%

* Current Quarter Target = 35.0% Blmbg Aggregate, 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.

 23
North Dakota State Investment Board Legacy Fund



Cumulative Total Fund Relative Attribution - June 30, 2017

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 and Three-Quarter Year Annualized Relative Attribution Effects
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Five and Three-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
Large Cap Equity 13% 13% - - 0.05% (0.04%) 0.00%
Small Cap Equity 5% 5% - - 0.03% (0.03%) (0.00%)
Domestic Fixed Income 20% 20% - - 0.39% 0.00% 0.39%
Real Estate 3% 3% - - 0.04% 0.01% 0.05%
International Equity 12% 12% - - 0.21% (0.03%) 0.18%
Diversified Real Assets 5% 5% - - 0.07% 0.01% 0.08%
Short Term Fixed Income39% 40% - - 0.46% 0.00% 0.46%
Cash & Equivalents 4% 3% 0.16% 0.16% 0.01% (0.03%) (0.02%)

Total = + +4.51% 3.37% 1.25% (0.11%) 1.13%

* Current Quarter Target = 35.0% Blmbg Aggregate, 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% Blmbg Aggregate, 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 June 30, 2017
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Total Asset Class Performance
Three Years Ended June 30, 2017
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* Current Quarter Target = 35.0% Blmbg Aggregate, 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 June 30, 2017, with the
distribution as of March 31, 2017. 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

June 30, 2017 March 31, 2017

Market Value Weight Net New Inv. Inv. Return Market Value Weight
Domestic Equity $1,408,932,348 30.05% $(554,596) $32,532,071 $1,376,954,873 31.08%

Large Cap Equity $1,029,556,016 21.96% $(446,207) $26,734,533 $1,003,267,690 22.65%
L.A. Capital Enhanced 200,847,139 4.28% (65,585) 4,073,251 196,839,473 4.44%
L.A. Capital Large Cap Growth 313,133,611 6.68% (154,552) 10,382,730 302,905,433 6.84%
Parametric Clifton Large Cap 203,767,236 4.35% 0 6,166,998 197,600,238 4.46%
LSV Large Cap Value 311,808,030 6.65% (226,070) 6,111,553 305,922,547 6.91%

Small Cap Equity $379,376,332 8.09% $(108,389) $5,797,538 $373,687,183 8.44%
Parametric Clifton SmallCap 208,245,366 4.44% 0 5,276,887 202,968,479 4.58%
PIMCO RAE 171,130,966 3.65% (108,389) 520,651 170,718,704 3.85%

International Equity $938,506,615 20.02% $(678,833) $64,321,282 $874,864,166 19.75%
DFA Intl SmallCap Value 93,652,212 2.00% 0 5,578,718 88,073,494 1.99%
LSV Intl Value 382,364,713 8.16% (345,401) 22,934,671 359,775,443 8.12%
Vanguard Intl Explorer Fund 93,713,936 2.00% 0 8,857,828 84,856,108 1.92%
William Blair 368,775,754 7.87% (333,432) 26,950,064 342,159,121 7.72%

Domestic Fixed Income $1,614,700,564 34.44% $74,876,375 $35,826,677 $1,503,997,511 33.95%
BND CDs 57,188,509 1.22% (20,136,770) 476,457 76,848,822 1.73%
Declaration Total Return 126,385,793 2.70% 17,961,421 2,262,458 106,161,914 2.40%
Prudential 178,188,628 3.80% 7,889,995 3,963,307 166,335,326 3.75%
SSgA US Govt Credit Bd Idx 231,692,172 4.94% 27,983,636 3,490,542 200,217,994 4.52%
Wells Capital 473,768,708 10.11% 25,326,597 13,476,224 434,965,887 9.82%
Western Asset Management 472,234,602 10.07% 15,851,495 8,876,889 447,506,219 10.10%

Pooled Fixed Income(1) 75,242,151 1.61% 0 3,280,802 71,961,350 1.62%

Diversified Real Assets $452,209,854 9.65% $40,058,714 $14,211,281 $397,939,858 8.98%
Western TIPS 320,367,717 6.83% 22,901,574 7,317,799 290,148,344 6.55%
JP Morgan Infrastructure 113,161,582 2.41% 19,639,944 6,001,885 87,519,754 1.98%
Grosvenor Cust. Infrastructure 18,680,554 0.40% (2,482,804) 891,598 20,271,760 0.46%

Real Estate $264,257,789 5.64% $(714,657) $6,542,794 $258,429,652 5.83%
Invesco Core Real Estate 127,038,112 2.71% (109,278) 2,345,520 124,801,870 2.82%
JP Morgan RE Inc & Growth 137,219,677 2.93% (605,379) 4,197,274 133,627,782 3.02%

Cash & Equivalents $9,356,557 0.20% $(8,684,948) $31,713 $18,009,792 0.41%

Securities Lending Income $0 0.00% $(181,457) $181,457 - -

Total Fund $4,687,963,726 100.0% $104,120,599 $153,647,275 $4,430,195,852 100.0%

(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 June 30,
2017. 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 June 30, 2017

Last Last
Last Last  3 5-3/4

Quarter Year Years Years

Domestic Equity
Gross 2.36% 19.31% 9.32% -

Net 2.32% 18.99% 9.06% -

Large Cap Equity
Gross 2.67% 17.77% 9.70% -

Net 2.62% 17.51% 9.48% -

   Russell 1000 Index 3.06% 18.03% 9.26% 16.66%

L.A. Capital Enhanced - Gross 2.07% 15.00% 9.67% -

L.A. Capital Enhanced - Net 2.04% 14.84% 9.52% -

   Russell 1000 Index 3.06% 18.03% 9.26% 16.66%

L.A. Capital LargeCap Growth - Gross 3.43% 15.44% 10.91% -

L.A. Capital LargeCap Growth - Net 3.38% 15.21% 10.69% -

   Russell 1000 Growth Index 4.67% 20.42% 11.11% 17.12%

Parametric Clifton Large Cap - Gross 3.12% 17.67% 10.01% -

Parametric Clifton Large Cap - Net 3.12% 17.39% 9.87% -

   S&P 500 Index 3.09% 17.90% 9.61% 16.64%

LSV Large Cap Value - Gross 2.00% 22.05% 8.32% -

LSV Large Cap Value - Net 1.92% 21.69% 8.01% -

   Russell 1000 Value Index 1.34% 15.53% 7.36% 16.11%

Small Cap Equity
Gross 1.55% 23.34% 8.08% -

Net 1.52% 22.87% 7.71% -

   Russell 2000 Index 2.46% 24.60% 7.36% 16.29%

Parametric Clifton Small Cap - Gross 2.60% 24.96% 8.59% -

Parametric Clifton Small Cap - Net 2.60% 24.35% 8.16% -

   Russell 2000 Index 2.46% 24.60% 7.36% 16.29%

PIMCO RAE - Gross 0.30% 21.42% 7.15% -

PIMCO RAE - Net 0.24% 21.12% 6.86% -

   Russell 2000 Index 2.46% 24.60% 7.36% 16.29%

International Equity
Gross 7.36% 24.26% 2.86% -

Net 7.27% 23.91% 2.56% -

   Benchmark(1) 5.63% 19.49% 0.93% 8.56%

DFA Intl Small Cap Value 6.33% 28.80% 4.16% -

   World  ex US SC Va 6.44% 23.52% 2.76% 10.61%

LSV Intl Value - Gross 6.38% 26.86% 3.00% -

LSV Intl Value - Net 6.28% 26.38% 2.60% -

   MSCI EAFE Index 6.12% 20.27% 1.15% 8.68%

Vanguard Intl Explorer Fund 10.44% 26.60% 5.69% -

   BMI, EPAC, <$2 B 7.33% 20.88% 5.71% 10.97%

William Blair - Gross 7.88% 19.95% - -

William Blair - Net 7.78% 19.56% - -

   MSCI ACWI ex US IMI 5.85% 20.43% 1.14% 7.70%

(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 June 30,
2017. 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 June 30, 2017

Last Last Last
Last Last  3  5 5-3/4

Quarter Year Years Years Years
Domestic Fixed Income

Gross 2.33% 3.68% 4.10% - -
Net 2.30% 3.55% 3.97% - -
   Blmbg Aggregate Index 1.45% (0.31%) 2.48% 2.21% 2.54%

BND CDs - Net 0.69% - - - -

Declaration Total Return - Net 1.87% 4.99% 3.71% - -
   Libor-3 Month 0.30% 0.98% 0.58% 0.46% 0.47%

Prudential - Gross 2.31% 3.10% 4.23% - -
Prudential - Net 2.25% 2.83% 3.96% - -
   Blmbg Aggregate Index 1.45% (0.31%) 2.48% 2.21% 2.54%

Wells Capital - Gross 3.05% 5.23% 4.44% - -
Wells Capital - Net 3.01% 5.05% 4.26% - -
   Blmbg Baa Credit 3% In 2.68% 3.57% 3.47% 4.30% 5.07%

Western Asset - Gross 1.97% 2.48% 3.88% - -
Western Asset - Net 1.94% 2.35% 3.74% - -
   Blmbg Aggregate Index 1.45% (0.31%) 2.48% 2.21% 2.54%

SSgA US Govt Credit Bd Idx - Gross 1.69% (0.43%) 2.62% - -
SSgA US Govt Credit Bd Idx - Net 1.68% (0.46%) 2.59% - -
   Blmbg Govt/Credit Bd 1.69% (0.41%) 2.62% 2.29% 2.66%

Pooled Fixed Income - Net(1) 4.56% 15.72% - - -
   Blmbg Aggregate Index 1.45% (0.31%) 2.48% 2.21% 2.54%

Diversified Real Assets
Gross 3.55% 2.35% 1.26% - -
Net 3.44% 2.10% 1.03% - -
   Weighted Benchmark 1.61% 1.02% (0.21%) - -

Western Asset TIPS - Gross 2.53% 0.95% 0.24% - -
Western Asset TIPS - Net 2.49% 0.82% 0.12% - -
   Blmbg Glbl Inftn-Lnked 2.03% 0.91% (0.30%) 1.60% 2.16%

JP Morgan Infrastructure - Gross 6.87% 6.96% - - -
JP Morgan Infrastructure - Net 6.49% 6.27% - - -
   CPI-W 0.49% 1.50% 0.58% 1.11% 1.14%

Grosvenor Cust. Infrastructure - Net 5.34% 3.28% - - -
   CPI-W 0.49% 1.50% 0.58% 1.11% 1.14%

Real Estate
Gross 2.53% 8.75% 11.81% - -
Net 2.27% 8.09% 11.09% - -
   NCREIF Total Index 1.75% 6.97% 10.17% 10.49% 10.61%

Invesco Core Real Estate - Gross 1.88% 8.53% 11.90% - -
Invesco Core Real Estate - Net 1.79% 8.16% 11.52% - -
   NCREIF Total Index 1.75% 6.97% 10.17% 10.49% 10.61%

JP Morgan RE Inc & Growth - Gross 3.14% 8.94% 11.88% - -
JP Morgan RE Inc & Growth - Net 2.72% 8.03% 10.80% - -
   NCREIF Total Index 1.75% 6.97% 10.17% 10.49% 10.61%

Cash & Equivalents - Net 0.18% 0.44% 0.19% 0.16% 0.16%
   90 Day Treasury Bills 0.20% 0.49% 0.23% 0.17% 0.16%

Total Fund
Gross 3.44% 12.30% 5.61% 4.96% 4.51%
Net 3.37% 12.03% 5.36% 4.76% 4.33%
   Target* 2.75% 9.91% 4.42% 3.84% 3.37%

* Current Quarter Target = 35.0% Blmbg Aggregate, 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.

 29
North Dakota State Investment Board Legacy Fund



Domestic Equity
Period Ended June 30, 2017

Quarterly Summary and Highlights
Domestic Equity’s portfolio posted a 2.36% return for the
quarter placing it in the 61 percentile of the Total Domestic
Equity Database group for the quarter and in the 51
percentile for the last year.

Domestic Equity’s portfolio underperformed the Domestic
Equity Target by 0.56% for the quarter and underperformed
the Domestic Equity Target for the year by 0.54%.

Quarterly Asset Growth

Beginning Market Value $1,376,954,873

Net New Investment $-554,596

Investment Gains/(Losses) $32,532,071

Ending Market Value $1,408,932,348

Performance vs Total Domestic Equity Database (Gross)
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Domestic
Equity Target 2.92 19.85 9.65 8.88 11.52
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Parametric Clifton Large Cap
Period Ended June 30, 2017

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 3.12%
return for the quarter placing it in the 49 percentile of the CAI
Large Capitalization group for the quarter and in the 64
percentile for the last year.

Parametric Clifton Large Cap’s portfolio outperformed the
S&P 500 Index by 0.03% for the quarter and
underperformed the S&P 500 Index for the year by 0.22%.

Quarterly Asset Growth

Beginning Market Value $197,600,238

Net New Investment $0

Investment Gains/(Losses) $6,166,998

Ending Market Value $203,767,236

Performance vs CAI Large Capitalization (Gross)
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10th Percentile 6.22 24.98 11.93 11.53 14.07
25th Percentile 4.94 22.01 10.68 10.43 13.08

Median 3.09 19.14 9.52 8.95 11.97
75th Percentile 2.07 16.69 8.10 7.57 10.78
90th Percentile 1.23 14.43 6.57 6.72 9.90

Parametric
Clifton Large Cap 3.12 17.67 11.03 10.01 12.99

S&P 500 Index 3.09 17.90 10.73 9.61 12.58

Relative Return vs S&P 500 Index
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L.A. Capital
Period Ended June 30, 2017

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 3.43%
return for the quarter placing it in the 93 percentile of the CAI
Large Cap Growth group for the quarter and in the 92
percentile for the last year.

L.A. Capital Large Cap Growth’s portfolio underperformed
the Russell 1000 Growth Index by 1.24% for the quarter and
underperformed the Russell 1000 Growth Index for the year
by 4.98%.

Quarterly Asset Growth

Beginning Market Value $302,905,433

Net New Investment $-154,552

Investment Gains/(Losses) $10,382,730

Ending Market Value $313,133,611

Performance vs CAI Large Cap Growth (Gross)
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10th Percentile 7.85 26.43 12.56 13.09 15.07
25th Percentile 6.31 23.03 10.99 11.50 13.94

Median 5.25 20.68 9.97 10.45 12.93
75th Percentile 4.58 18.06 8.41 9.03 11.42
90th Percentile 3.84 16.08 6.59 8.02 10.59

L.A. Capital
Large Cap Growth 3.43 15.44 10.08 10.91 13.45

Russell 1000
Growth Index 4.67 20.42 11.38 11.11 13.55

Relative Return vs Russell 1000 Growth Index
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L.A. Capital Enhanced
Period Ended June 30, 2017

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 2.07% return for
the quarter placing it in the 83 percentile of the CAI Large
Cap Core group for the quarter and in the 85 percentile for
the last year.

L.A. Capital Enhanced’s portfolio underperformed the
Russell 1000 Index by 0.99% for the quarter and
underperformed the Russell 1000 Index for the year by
3.03%.

Quarterly Asset Growth

Beginning Market Value $196,839,473

Net New Investment $-65,585

Investment Gains/(Losses) $4,073,251

Ending Market Value $200,847,139

Performance vs CAI Large Cap Core (Gross)
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10th Percentile 4.30 23.56 11.95 10.58 13.39
25th Percentile 3.43 21.29 10.70 10.03 12.94

Median 2.90 18.62 9.62 9.13 12.18
75th Percentile 2.31 16.36 8.19 7.94 11.09
90th Percentile 1.57 14.26 6.39 6.89 10.19

L.A. Capital
Enhanced 2.07 15.00 10.32 9.67 12.44

Russell 1000 Index 3.06 18.03 10.22 9.26 12.25

Relative Return vs Russell 1000 Index
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LSV Asset Management
Period Ended June 30, 2017

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 2.00% return for
the quarter placing it in the 43 percentile of the CAI Large
Cap Value group for the quarter and in the 19 percentile for
the last year.

LSV Large Cap Value’s portfolio outperformed the Russell
1000 Value Index by 0.66% for the quarter and
outperformed the Russell 1000 Value Index for the year by
6.52%.

Quarterly Asset Growth

Beginning Market Value $305,922,547

Net New Investment $-226,070

Investment Gains/(Losses) $6,111,553

Ending Market Value $311,808,030

Performance vs CAI Large Cap Value (Gross)
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10th Percentile 3.18 27.25 11.06 9.23 12.45
25th Percentile 2.64 20.66 10.11 8.66 11.87

Median 1.85 17.82 8.74 7.59 10.88
75th Percentile 1.18 15.73 7.41 6.70 10.25
90th Percentile 0.70 13.11 6.14 5.47 8.81

LSV Large
Cap Value 2.00 22.05 8.87 8.32 12.28

Russell 1000
Value Index 1.34 15.53 9.01 7.36 10.90

Relative Return vs Russell 1000 Value Index
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Parametric Clifton Small Cap
Period Ended June 30, 2017

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 2.60%
return for the quarter placing it in the 46 percentile of the CAI
Small Capitalization group for the quarter and in the 36
percentile for the last year.

Parametric Clifton Small Cap’s portfolio outperformed the
Russell 2000 Index by 0.14% for the quarter and
outperformed the Russell 2000 Index for the year by 0.36%.

Quarterly Asset Growth

Beginning Market Value $202,968,479

Net New Investment $0

Investment Gains/(Losses) $5,276,887

Ending Market Value $208,245,366

Performance vs CAI Small Capitalization (Gross)
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(41)(51) (42)
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10th Percentile 6.40 29.03 11.92 10.96 12.65
25th Percentile 4.32 26.14 10.38 9.75 11.27

Median 2.33 23.16 7.97 8.07 9.98
75th Percentile 0.66 20.83 5.28 6.27 8.10
90th Percentile (0.37) 17.94 2.03 3.82 5.74

Parametric
Clifton Small Cap 2.60 24.96 8.79 8.59 10.40

Russell 2000 Index 2.46 24.60 7.80 7.36 9.14

Relative Return vs Russell 2000 Index
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PIMCO RAE
Period Ended June 30, 2017

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 0.30% return for the quarter
placing it in the 81 percentile of the CAI Small Capitalization
group for the quarter and in the 70 percentile for the last
year.

PIMCO RAE’s portfolio underperformed the Russell 2000
Index by 2.16% for the quarter and underperformed the
Russell 2000 Index for the year by 3.18%.

Quarterly Asset Growth

Beginning Market Value $170,718,704

Net New Investment $-108,389

Investment Gains/(Losses) $520,651

Ending Market Value $171,130,966

Performance vs CAI Small Capitalization (Gross)
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10th Percentile 6.40 29.03 11.92 10.96 12.65
25th Percentile 4.32 26.14 10.38 9.75 11.27

Median 2.33 23.16 7.97 8.07 9.98
75th Percentile 0.66 20.83 5.28 6.27 8.10
90th Percentile (0.37) 17.94 2.03 3.82 5.74

PIMCO RAE 0.30 21.42 8.13 7.15 9.25

Russell 2000 Index 2.46 24.60 7.80 7.36 9.14

Relative Return vs Russell 2000 Index
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International Equity
Period Ended June 30, 2017

Quarterly Summary and Highlights
International Equity’s portfolio posted a 7.36% return for the
quarter placing it in the 36 percentile of the CAI Non-US
Equity group for the quarter and in the 21 percentile for the
last year.

International Equity’s portfolio outperformed the International
Equity Target by 1.73% for the quarter and outperformed the
International Equity Target for the year by 4.78%.

Quarterly Asset Growth

Beginning Market Value $874,864,166

Net New Investment $-678,833

Investment Gains/(Losses) $64,321,282

Ending Market Value $938,506,615

Performance vs CAI Non-US Equity (Gross)
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10th Percentile 8.83 26.38 8.00 4.97 7.01
25th Percentile 7.90 23.72 6.57 3.92 6.10

Median 6.75 21.05 4.79 2.63 5.14
75th Percentile 6.07 18.04 3.45 1.44 4.04
90th Percentile 5.26 15.35 2.40 0.24 3.05

International Equity 7.36 24.26 5.48 2.86 5.29

International
Equity Target 5.63 19.49 3.61 0.93 3.53

Relative Return vs International Equity Target
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DFA Intl Small Cap Value
Period Ended June 30, 2017

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 6.33% return
for the quarter placing it in the 89 percentile of the CAI
International Small Cap Mut Funds group for the quarter and
in the 5 percentile for the last year.

DFA Intl Small Cap Value’s portfolio underperformed the
World ex US SC Value by 0.11% for the quarter and
outperformed the World ex US SC Value for the year by
5.28%.

Quarterly Asset Growth

Beginning Market Value $88,073,494

Net New Investment $0

Investment Gains/(Losses) $5,578,718

Ending Market Value $93,652,212

Performance vs CAI International Small Cap Mut Funds (Net)
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10th Percentile 10.87 26.83 10.15 7.25 9.67
25th Percentile 9.35 24.06 8.15 5.21 7.36

Median 8.61 21.60 6.50 3.59 5.64
75th Percentile 7.67 16.63 4.54 1.82 4.47
90th Percentile 6.25 14.86 3.21 0.80 3.43

DFA Intl
Small Cap Value 6.33 28.80 8.09 4.16 7.64

World ex
US SC Value 6.44 23.52 7.72 2.76 5.76

Relative Return vs World ex US SC Value
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LSV Intl Value
Period Ended June 30, 2017

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 6.38% return for the
quarter placing it in the 66 percentile of the CAI Non-US
Equity group for the quarter and in the 9 percentile for the
last year.

LSV Intl Value’s portfolio outperformed the MSCI EAFE by
0.26% for the quarter and outperformed the MSCI EAFE for
the year by 6.59%.

Quarterly Asset Growth

Beginning Market Value $359,775,443

Net New Investment $-345,401

Investment Gains/(Losses) $22,934,671

Ending Market Value $382,364,713

Performance vs CAI Non-US Equity (Gross)
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10th Percentile 8.83 26.38 8.00 4.97 7.01
25th Percentile 7.90 23.72 6.57 3.92 6.10

Median 6.75 21.05 4.79 2.63 5.14
75th Percentile 6.07 18.04 3.45 1.44 4.04
90th Percentile 5.26 15.35 2.40 0.24 3.05

LSV Intl Value 6.38 26.86 6.28 3.00 5.68

MSCI EAFE 6.12 20.27 3.94 1.15 3.70

Relative Return vs MSCI EAFE
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Vanguard Intl Explorer Fund
Period Ended June 30, 2017

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 10.44%
return for the quarter placing it in the 15 percentile of the CAI
International Small Cap Mut Funds group for the quarter and
in the 11 percentile for the last year.

Vanguard Intl Explorer Fund’s portfolio outperformed the
S&P BMI EPAC <$2 B by 3.11% for the quarter and
outperformed the S&P BMI EPAC <$2 B for the year by
5.71%.

Quarterly Asset Growth

Beginning Market Value $84,856,108

Net New Investment $0

Investment Gains/(Losses) $8,857,828

Ending Market Value $93,713,936

Performance vs CAI International Small Cap Mut Funds (Net)
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10th Percentile 10.87 26.83 10.15 7.25 9.67
25th Percentile 9.35 24.06 8.15 5.21 7.36

Median 8.61 21.60 6.50 3.59 5.64
75th Percentile 7.67 16.63 4.54 1.82 4.47
90th Percentile 6.25 14.86 3.21 0.80 3.43

Vanguard Intl
Explorer Fund 10.44 26.60 8.35 5.69 8.53

S&P BMI
EPAC <$2 B 7.33 20.88 8.08 5.71 7.35

Relative Return vs S&P BMI EPAC <$2 B
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William Blair
Period Ended June 30, 2017

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 7.88% return for the quarter
placing it in the 48 percentile of the CAI Non-US All Country
Growth Equity group for the quarter and in the 55 percentile
for the last year.

William Blair’s portfolio outperformed the MSCI ACWI ex US
IMI by 2.04% for the quarter and underperformed the MSCI
ACWI ex US IMI for the year by 0.48%.

Quarterly Asset Growth

Beginning Market Value $342,159,121

Net New Investment $-333,432

Investment Gains/(Losses) $26,950,064

Ending Market Value $368,775,754

Performance vs CAI Non-US All Country Growth Equity (Gross)
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William Blair 7.88 19.95

MSCI ACWI
ex US IMI 5.85 20.43

Relative Return vs MSCI ACWI ex US IMI
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Domestic Fixed Income
Period Ended June 30, 2017

Quarterly Summary and Highlights
Domestic Fixed Income’s portfolio posted a 2.33% return for
the quarter placing it in the 20 percentile of the Total
Domestic Fixed-Inc Database group for the quarter and in
the 28 percentile for the last year.

Domestic Fixed Income’s portfolio outperformed the
Domestic Fixed Income Target by 0.88% for the quarter and
outperformed the Domestic Fixed Income Target for the year
by 4.00%.

Quarterly Asset Growth

Beginning Market Value $1,503,997,511

Net New Investment $74,876,375

Investment Gains/(Losses) $35,826,677

Ending Market Value $1,614,700,564

Performance vs Total Domestic Fixed-Inc Database (Gross)
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25th Percentile 2.11 4.85 5.46 4.07 5.07

Median 1.49 1.16 3.44 2.89 3.65
75th Percentile 0.92 0.14 2.34 2.11 2.62
90th Percentile 0.46 (0.49) 1.55 1.19 1.57

Domestic
Fixed Income 2.33 3.68 5.10 4.10 5.26

Domestic Fixed
Income Target 1.45 (0.31) 2.79 2.48 3.25

Relative Returns vs
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Declaration Total Return
Period Ended June 30, 2017

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 1.87% 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 1 percentile for the last year.

Declaration Total Return’s portfolio outperformed the LIBOR
- 3 Month by 1.58% for the quarter and outperformed the
LIBOR - 3 Month for the year by 4.01%.

Quarterly Asset Growth

Beginning Market Value $106,161,914

Net New Investment $17,961,421

Investment Gains/(Losses) $2,262,458

Ending Market Value $126,385,793

Performance vs CAI Intermediate Fixed Income Mut Funds (Net)
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Median 0.96 0.48 2.01 1.67 2.22
75th Percentile 0.65 (0.21) 1.16 1.28 1.55
90th Percentile 0.39 (1.14) 0.54 0.78 1.06

Declaration
Total Return 1.87 4.99 3.79 3.71 4.47

LIBOR - 3 Month 0.30 0.98 0.74 0.58 0.52

Relative Return vs LIBOR - 3 Month
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Prudential
Period Ended June 30, 2017

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 2.31% 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 Blmbg Aggregate by
0.87% for the quarter and outperformed the Blmbg
Aggregate for the year by 3.41%.

Quarterly Asset Growth

Beginning Market Value $166,335,326

Net New Investment $7,889,995

Investment Gains/(Losses) $3,963,306

Ending Market Value $178,188,628

Performance vs CAI Core Bond Fixed Income (Gross)
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10th Percentile 1.77 1.58 3.93 3.31 4.17
25th Percentile 1.66 0.95 3.61 3.07 3.93

Median 1.54 0.37 3.20 2.90 3.62
75th Percentile 1.45 (0.07) 2.97 2.67 3.45
90th Percentile 1.35 (0.39) 2.79 2.37 3.18

Prudential 2.31 3.10 5.29 4.23 5.06

Blmbg Aggregate 1.45 (0.31) 2.79 2.48 3.25

Relative Return vs Blmbg Aggregate
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SSgA US Govt Credit Bd Idx
Period Ended June 30, 2017

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 1.69%
return for the quarter placing it in the 55 percentile of the CAI
Government/Credit group for the quarter and in the 79
percentile for the last year.

SSgA US Govt Credit Bd Idx’s portfolio outperformed the
Blmbg Gov/Credit by 0.00% for the quarter and
underperformed the Blmbg Gov/Credit for the year by
0.01%.

Quarterly Asset Growth

Beginning Market Value $200,217,994

Net New Investment $27,983,636

Investment Gains/(Losses) $3,490,542

Ending Market Value $231,692,172

Performance vs CAI Government/Credit (Gross)
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10th Percentile 1.92 0.61 3.95 3.19 4.09
25th Percentile 1.83 0.32 3.72 3.16 3.92

Median 1.73 (0.05) 3.41 2.99 3.78
75th Percentile 1.65 (0.40) 3.17 2.81 3.48
90th Percentile 1.54 (0.93) 3.05 2.64 3.33

SSgA US Govt
Credit Bd Idx 1.69 (0.43) 3.08 2.62 3.38

Blmbg Gov/Credit 1.69 (0.41) 3.08 2.62 3.37

Relative Return vs Blmbg Gov/Credit
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Wells Capital
Period Ended June 30, 2017

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 3.05% 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 Blmbg Baa Cred
3% Iss Cap by 0.37% for the quarter and outperformed the
Blmbg Baa Cred 3% Iss Cap for the year by 1.67%.

Quarterly Asset Growth

Beginning Market Value $434,965,887

Net New Investment $25,326,597

Investment Gains/(Losses) $13,476,224

Ending Market Value $473,768,708

Performance vs CAI Core Bond Fixed Income (Gross)
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Median 1.54 0.37 3.20 2.90 3.62
75th Percentile 1.45 (0.07) 2.97 2.67 3.45
90th Percentile 1.35 (0.39) 2.79 2.37 3.18

Wells Capital 3.05 5.23 6.19 4.44 5.93

Blmbg Baa
Cred 3% Iss Cap 2.68 3.57 5.22 3.47 5.03

Relative Returns vs
Blmbg Baa Cred 3% Iss Cap
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Western Asset Management Company
Period Ended June 30, 2017

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 1.97% 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 Blmbg
Aggregate by 0.53% for the quarter and outperformed the
Blmbg Aggregate for the year by 2.80%.

Quarterly Asset Growth

Beginning Market Value $447,506,219

Net New Investment $15,851,495

Investment Gains/(Losses) $8,876,889

Ending Market Value $472,234,602

Performance vs CAI Core Bond Fixed Income (Gross)
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Median 1.54 0.37 3.20 2.90 3.62
75th Percentile 1.45 (0.07) 2.97 2.67 3.45
90th Percentile 1.35 (0.39) 2.79 2.37 3.18

Western Asset 1.97 2.48 4.57 3.88 4.84

Blmbg Aggregate 1.45 (0.31) 2.79 2.48 3.25

Relative Return vs Blmbg Aggregate
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Western Asset TIPS
Period Ended June 30, 2017

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 Blmbg Glbl
Inftn-Linked by 0.49% for the quarter and outperformed the
Blmbg Glbl Inftn-Linked for the year by 0.04%.

Quarterly Asset Growth

Beginning Market Value $290,148,344

Net New Investment $22,901,574

Investment Gains/(Losses) $7,317,799

Ending Market Value $320,367,717
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JP Morgan Infrastructure
Period Ended June 30, 2017

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 outperformed the CPI-W
by 6.38% for the quarter and outperformed the CPI-W for
the year by 5.46%.

Quarterly Asset Growth

Beginning Market Value $87,519,754

Net New Investment $19,639,944

Investment Gains/(Losses) $6,001,885

Ending Market Value $113,161,582
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Grosvenor Cust. Infrastructure
Period Ended June 30, 2017

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 outperformed the
CPI-W by 4.86% for the quarter and outperformed the
CPI-W for the year by 1.78%.

Quarterly Asset Growth

Beginning Market Value $20,271,760

Net New Investment $-2,482,804

Investment Gains/(Losses) $891,598

Ending Market Value $18,680,554
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Invesco Core Real Estate
Period Ended June 30, 2017

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 1.79% return
for the quarter placing it in the 48 percentile of the CAI Total
Real Estate Database group for the quarter and in the 41
percentile for the last year.

Invesco Core Real Estate’s portfolio outperformed the
NCREIF Total Index by 0.05% for the quarter and
outperformed the NCREIF Total Index for the year by
1.19%.

Quarterly Asset Growth

Beginning Market Value $124,801,870

Net New Investment $-109,278

Investment Gains/(Losses) $2,345,520

Ending Market Value $127,038,112

Performance vs CAI Total Real Estate Database (Net)
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25th Percentile 2.64 9.87 11.93 13.54 13.78

Median 1.74 7.41 9.42 10.69 10.88
75th Percentile 1.33 4.62 6.70 8.06 8.62
90th Percentile 0.55 0.23 1.11 4.11 5.76

Invesco Core
Real Estate 1.79 8.16 9.36 11.52 11.42

NCREIF Total Index 1.75 6.97 8.79 10.17 10.40

Relative Return vs NCREIF Total Index
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JP Morgan RE Inc & Growth
Period Ended June 30, 2017

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 2.72%
return for the quarter placing it in the 22 percentile of the CAI
Total Real Estate Database group for the quarter and in the
41 percentile for the last year.

JP Morgan RE Inc & Growth’s portfolio outperformed the
NCREIF Total Index by 0.98% for the quarter and
outperformed the NCREIF Total Index for the year by
1.06%.

Quarterly Asset Growth

Beginning Market Value $133,627,782

Net New Investment $-47,671

Investment Gains/(Losses) $3,639,566

Ending Market Value $137,219,677

Performance vs CAI Total Real Estate Database (Net)
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Median 1.74 7.41 9.42 10.69 10.88
75th Percentile 1.33 4.62 6.70 8.06 8.62
90th Percentile 0.55 0.23 1.11 4.11 5.76

JP Morgan RE
Inc & Growth 2.72 8.03 8.53 10.80 10.99

NCREIF Total Index 1.75 6.97 8.79 10.17 10.40

Relative Return vs NCREIF Total Index
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Ρεσεαρχη ανδ Εδυχατιοναλ Προγραmσ

Τηε Χαλλαν Ινστιτυτε προϖιδεσ βοτη ρεσεαρχη το υπδατε χλιεντσ ον τηε λατεστ ινδυστρψ τρενδσ ανδ χαρεφυλλψ στρυχτυρεδ εδυχατιοναλ προγραmσ 

το ενηανχε τηε κνοωλεδγε οφ ινδυστρψ προφεσσιοναλσ. ςισιτ ωωω.χαλλαν.χοm/λιβραρψ το σεε αλλ οφ ουρ πυβλιχατιονσ, ανδ ωωω.χαλλαν.χοm/βλογ 

το ϖιεω ουρ βλογ �Περσπεχτιϖεσ.� Φορ mορε ινφορmατιον χονταχτ Αννα Wεστ ατ 415.974.5060 / ινστιτυτε≅χαλλαν.χοm.

Νεω Ρεσεαρχη φροm Χαλλαν�σ Εξπερτσ

Τηε Ηεδγε Φυνδ Εδγε: Στιλλ Σηαρπ ορ Τοο 

Dυλλ? | Wηψ σηουλδ ινϖεστορσ βοτηερ ωιτη 

ηεδγε φυνδσ? Τηε οριγιναλ προποσιτιον βεηινδ 

τηεm ωασ τηειρ διφφερεντιατεδ περφορmανχε: 

βεττερ ρισκ−αδϕυστεδ ρετυρνσ ωιτη α λοωερ χορ−

ρελατιον το τραδιτιοναλ χαπιταλ mαρκετσ. Dο 

ηεδγε φυνδσ στιλλ ηαϖε τηειρ ινηερεντ αδϖαν−

ταγε? Τηισ ωηιτε παπερ λοοκσ ατ τηε κεψ τραιτσ ιν τηε DΝΑ οφ ηεδγε 

φυνδσ�ανδ ωηψ τηεψ στιλλ οφφερ αν αδϖανταγε φορ ινϖεστορσ.

Wηιτε Λαβελ Φυνδσ: Α Νο−Νονσενσε Dεσιγν Ηανδβοοκ | Ιν α 

παπερ πυβλισηεδ ιν Τηε ϑουρναλ οφ Ρετιρεmεντ, Χαλλαν�σ Ροδ Βαρε, 

ϑαψ Κλοεπφερ, Λορι Λυχασ, ανδ ϑιmmψ ςενερυσο οφφερ α γυιδε το πλαν 

σπονσορσ χονσιδερινγ αδδινγ τηεσε φυνδσ το τηειρ λινευπ.

Συρϖιϖορσηιπ Βιασ Πρεσεντατιον Συmmαρψ, 2017 Νατιοναλ 

Χονφερενχε | Ιν τηισ πρεσεντατιον, Γρεγ Αλλεν ανδ Βυτχη Χλιφφ δισ−

χυσσεδ αν αλγοριτηm τηεψ δεϖελοπεδ ωιτη Wαλτερ ϑ. Μεερσχηαερτ, 

Χαλλαν�σ mαναγερ οφ Ινφορmατιον Τεχηνολογψ, το mεασυρε ανδ χορ−

rect for survivorship bias, the logical law of looking only at the 
ρεσυλτσ φορ τηε συρϖιϖορσ ιν α υνιϖερσε, ρατηερ τηαν τηε ρεσυλτσ φορ 

αλλ mεmβερσ οφ τηε υνιϖερσε. Τηειρ αλγοριτηm, χαλλεδ ΣΥΒΙΧΟ (φορ 

ΣΥρϖιϖορσηιπ ΒΙασ ΧΟρρεχτιον), υσεσ αλλ οφ τηε υνδερλψινγ δατα φορ 

βοτη συρϖιϖινγ ανδ νον−συρϖιϖινγ mεmβερσ οφ τηε υνιϖερσε το χορρεχτ 

φορ συρϖιϖορσηιπ βιασ.

Νεξτ Γενερατιον ΘDΙΑσ, 2017 Νατιοναλ Χονφερενχε | Τηε ωορκ−

σηοπ �Τηε Φυτυρε οφ DΧ Ισ Ηερε: Τηε Νεξτ Γενερατιον οφ ΘDΙΑσ,� 

ηοστεδ βψ Βεν Ταψλορ, ϑαmεσ ςενερυσο, ανδ Βριαννε Wεψmουτη, 

discussed new approaches to qualiied default investment alter−
natives as they become the primary savings vehicle for deined 
χοντριβυτιον πλανσ.

ϑυνε 2017 Μοντηλψ Περιοδιχ Ταβλε οφ 

Ρετυρνσ | Α mοντηλψ υπδατε φορ Χαλλαν�σ 

Περιοδιχ Ταβλε οφ Ινϖεστmεντ Ρετυρνσ, 

χοϖερινγ τηε mαϕορ πυβλιχ εθυιτψ ασσετ 

χλασσεσ.

Περιοδιχαλσ

Πριϖατε Μαρκετσ Τρενδσ, Σπρινγ 2017 | Γαρψ Ροβερτσον ρεπορτσ 

τηατ τηε πριϖατε εθυιτψ mαρκετ ισ οφφ το α ροαρινγ σταρτ ιν 2017, ανδ 

νεω παρτνερσηιπ χοmmιτmεντσ mαψ εξχεεδ τηε λεϖελ οφ 2016.

Ηεδγε Φυνδ Μονιτορ, 2νδ Θυαρτερ 2017 | ϑιm ΜχΚεε λοοκσ ατ 

�φαλσε χηαργεσ,� ορ βεαρ mαρκετσ τηατ χοmε ανδ γο θυιχκλψ βυτ χαν 

leave unprepared investors at signiicant risk. 

DΧ Οβσερϖερ, 2νδ Θυαρτερ 2017 | Λορι Λυχασ δισχυσσεσ ηοω το 

mαναγε DΧ πλαν ρεχορδκεεπερσ, εξπλαινινγ τηατ ονε οφ τηε βεστ 

ωαψσ ισ το χονδυχτ περιοδιχ σεαρχηεσ.

Μαρκετ Πυλσε Φλιπβοοκ, 1στ Θυαρτερ 2017 | Α θυαρτερλψ mαρκετ 

ρεφερενχε γυιδε χοϖερινγ ινϖεστmεντ ανδ φυνδ σπονσορ τρενδσ ιν 

the U.S. economy, U.S. and non-U.S. equities and ixed income, 
alternatives, and deined contribution.

Χαπιταλ Μαρκετ Ρεϖιεω, 1στ Θυαρτερ 2017 | Α θυαρτερλψ mαχροεχο−

νοmιχ νεωσλεττερ προϖιδινγ τηουγητφυλ ινσιγητσ ον τηε εχονοmψ ανδ 

recent performance in equity, ixed income, alternatives, interna−

τιοναλ, ρεαλ εστατε, ανδ οτηερ χαπιταλ mαρκετσ.

ΧΑΛΛΑΝ  
ΙΝΣΤΙΤΥΤΕ

Εδυχατιον

2νδ Θυαρτερ 2017

2

Λεσσ  

Ρεγυλατεδ

Φεωερ Στρατεγψ 

Χονστραιντσ

Αλιγνεδ 

Ιντερεστ

Στρονγερ  

Χαπιταλ Βασε

Ηεδγε Φυνδ DΝΑ

Ιν νατυρε, DΝΑ ατ ιτσ χορε ηασ φουρ βυιλδινγ βλοχκσ1 τηατ mαπ 

ουτ τηε στρυχτυρε οφ εϖερψ λιϖινγ βεινγ. Ανδ ϕυστ λικε νατυρε, ωε 

οβσερϖε τηατ �ηεδγε φυνδ DΝΑ� ηασ φουρ διφφερεντιατινγ ελε−

mεντσ ωηιχη ενδοω τηεσε ινϖεστmεντ ϖεηιχλεσ ωιτη α χοm−

πετιτιϖε αδϖανταγε οϖερ οτηερ ινϖεστmεντ οπτιονσ. Τηε φουρ κεψ 

τραιτσ οφ ηεδγε φυνδ DΝΑ αρε:

1. Φεωερ ρεγυλατορψ λιmιτατιονσ

2. Λεσσ χονστραιντ ον στρατεγιεσ

3. Βεττερ αλιγνmεντ οφ ιντερεστσ

4. Στρονγερ χαπιταλ βασε

Αλονε, εαχη οφ τηεσε θυαλιτιεσ ισ αππεαλινγ, βυτ τογετηερ τηε 

προπερτιεσ οφ εαχη ιντερλοχκ ωιτη τηε οτηερσ το προϖιδε α χοm−

πελλινγ σολυτιον φορ ινϖεστορσ�ιφ mαναγεδ ωελλ ανδ πριχεδ 

αππροπριατελψ.

Βυτ τηε χοmβινατιον οφ τηεσε φουρ αττριβυτεσ χαν βε α δανγερ−

ουσ προποσιτιον. Τηινκ αβουτ ιτ. Γιϖινγ τηε αϖεραγε αδυλτ�λετ 

αλονε α τεεναγερ!�τηε ριγητ το δο ωηατεϖερ ηε ορ σηε ωαντσ 

ωιτη α ποολ οφ mονεψ ισ α στρατεγψ οφ ηοπε, λικελψ το λεαδ το 

δισαπποιντmεντ. Ιν φαχτ, στατιστιχαλ εϖιδενχε ινδιχατεσ τηατ τηε 

αϖεραγε ηεδγε φυνδ mαναγερ ηασ νοτ mετ εξπεχτατιονσ οϖερ 

τηε λαστ δεχαδε. Αφτερ αδϕυστινγ φορ εmβεδδεδ mαρκετ ρισκσ, 

νετ−οφ−φεε ρετυρνσ ηαϖε οφτεν βεεν λεσσ τηαν ζερο, παρτιχυλαρλψ 

ιν ρεχεντ ψεαρσ. 

Εϖεν ιν τηε ηανδσ οφ αν αβοϖε−αϖεραγε mαναγερ, τηε αττρι−

βυτεσ τηατ εναβλε ηεδγε φυνδσ το εξχελ αρε νοτ φορ αλλ ινϖεστορσ. 

Τηοσε τηατ πρεφερ mορε τρανσπαρενχψ, mορε λιθυιδιτψ, λοωερ−χοστ 

solutions, or more regulatory protection are a poor it for hedge 

φυνδσ. Φυρτηερmορε, τηε διφφερεντιατινγ θυαλιτιεσ τηατ γιϖε ηεδγε 

φυνδσ αν εδγε φορ γενερατινγ βεττερ περφορmανχε ιν mορε χοm−

πλεξ στρατεγιεσ αρε αλσο νοτ αππροπριατε φορ σιmπλερ στρατεγιεσ 

τηατ αρε ηιγηλψ χοmmοδιτιζεδ ορ οτηερωισε εασιλψ ιmπλεmεντεδ. 

Αν ινϖεστορ σηουλδ νοτ χονσιδερ α ηεδγε φυνδ το ιmπλεmεντ αν 

ινδεξ−λικε στρατεγψ.

1 The four nucleotide building blocks of  DNA are adenine, guanine, thymine, 

and cytosine. 

♥ 2017 Χαλλαν Ασσοχιατεσ Ινχ.Κνοωλεδγε. Εξπεριενχε. Ιντεγριτψ.

Χαλλαν Περιοδιχ Ταβλε οφ Ινϖεστmεντ Ρετυρνσ
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�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:  

ωωω.χαλλαν.χοm/λιβραρψ/

Μαρκ ψουρ χαλενδαρσ φορ ουρ φαλλ Ρεγιοναλ Wορκσηοπ, Οχτοβερ 

24 ιν Νεω Ψορκ ανδ Οχτοβερ 26 ιν Χηιχαγο, ωηερε ωε�λλ χοϖερ 

ηιγηλιγητσ φροm ουρ σοον−το−βε πυβλισηεδ Ινϖεστmεντ Μαναγε−

mεντ Φεε Συρϖεψ ανδ χοϖερ οτηερ ασπεχτσ οφ φεεσ. Χαλλαν�σ Να−

τιοναλ Χονφερενχε ωιλλ βε ηελδ ϑανυαρψ 29�31, 2018, 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 

Χολλεγε,� προϖιδεσ α φουνδατιον οφ κνοωλεδγε φορ ινδυστρψ προφεσ−

σιοναλσ ωηο αρε ινϖολϖεδ ιν τηε ινϖεστmεντ δεχισιον−mακινγ προ−

χεσσ. Ιτ ωασ φουνδεδ ιν 1994 το προϖιδε χλιεντσ ανδ νον−χλιεντσ αλικε 

ωιτη βασιχ− το ιντερmεδιατε−λεϖελ ινστρυχτιον. Ουρ νεξτ σεσσιον ισ:

Ιντροδυχτιον το Ινϖεστmεντσ

Χηιχαγο, Οχτοβερ 24−25, 2017

Τηισ προγραm φαmιλιαριζεσ φυνδ σπονσορ τρυστεεσ, σταφφ, ανδ ασσετ 

mαναγεmεντ αδϖισερσ ωιτη βασιχ ινϖεστmεντ τηεορψ, τερmινολογψ, 

ανδ πραχτιχεσ. Ιτ λαστσ ονε−ανδ−α−ηαλφ δαψσ ανδ ισ δεσιγνεδ φορ ιν−

διϖιδυαλσ ωηο ηαϖε λεσσ τηαν τωο ψεαρσ οφ εξπεριενχε ωιτη ασσετ−

mαναγεmεντ οϖερσιγητ ανδ/ορ συππορτ ρεσπονσιβιλιτιεσ. Τυιτιον φορ 

τηε Ιντροδυχτορψ �Χαλλαν Χολλεγε� σεσσιον ισ ∃2,350 περ περσον. 

Τυιτιον ινχλυδεσ ινστρυχτιον, αλλ mατεριαλσ, βρεακφαστ ανδ λυνχη ον 

each day, and dinner on the irst evening with the instructors.

Χυστοmιζεδ Σεσσιονσ

Τηε �Χαλλαν Χολλεγε� ισ εθυιππεδ το χυστοmιζε α χυρριχυλυm το 

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 ωωω.χαλλαν.χοm/εϖεντσ/χαλλαν−χολλεγε−ιντρο ορ 

χονταχτ Κατηλεεν Χυννιε: 415.274.3029 / χυννιε≅χαλλαν.χοm

Υνιθυε πιεχεσ οφ ρεσεαρχη τηε 

Ινστιτυτε γενερατεσ εαχη ψεαρ50+

Τοταλ αττενδεεσ οφ τηε �Χαλλαν 

Χολλεγε� σινχε 19943,500 Ψεαρ τηε Χαλλαν Ινστιτυτε  

ωασ φουνδεδ1980

Αττενδεεσ (ον αϖεραγε) οφ τηε 

Ινστιτυτε�σ αννυαλ Νατιοναλ Χονφερενχε525

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. Callan is committed to ensuring that we do not consider an investment manager’s business relationship with 
Callan, or lack thereof, in performing evaluations for or making suggestions or recommendations to its other clients.  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. 
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June 30, 2017
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Manager Name 
1607 Capital Partners, LLC 
Aberdeen Asset Management PLC 
Acadian Asset Management LLC 
AEGON USA Investment Management 
AEW Capital Management 
Affiliated Managers Group, Inc. 
Alcentra 
AllianceBernstein 
Allianz Global Investors  
Allianz Life Insurance Company of North America 
American Century Investments 
Amundi Smith Breeden LLC 
Angelo, Gordon & Co. 
Apollo Global Management 
AQR Capital Management 
Ares Management LLC 
Ariel Investments, LLC 
Aristotle Capital Management, LLC 
Artisan Holdings 
Atlanta Capital Management Co., LLC 
Aviva Investors Americas 
AXA Investment Managers 
Baillie Gifford Overseas Limited  
Baird Advisors 
Bank of America 
Barings LLC 
Baron Capital Management, Inc. 
Barrow, Hanley, Mewhinney & Strauss, LLC 
Black Creek Investment Management Inc. 
BlackRock 
BMO Global Asset Management 
BNP Paribas Investment Partners 
BNY Mellon Asset Management 
Boston Partners  
Boyd Watterson Asset Management, LLC 
Brandes Investment Partners, L.P. 

Manager Name 
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 
Chicago Equity Partners, LLC 
ClearBridge Investments, LLC  
Cohen & Steers Capital Management, Inc. 
Columbia Management Investment Advisers, LLC 
Columbus Circle Investors 
Cornerstone Capital Management 
Cramer Rosenthal McGlynn, LLC 
Credit Suisse Asset Management 
Crestline Investors, Inc. 
D.E. Shaw Investment Management, L.L.C. 
DePrince, Race & Zollo, Inc. 
Deutsche Asset  Management 
Diamond Hill Capital Management, Inc. 
Dimensional Fund Advisors LP 
Doubleline 
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 Corporation 
First Eagle Investment Management, LLC 
First Hawaiian Bank Wealth Management Division 
Fisher Investments 
Franklin Templeton 
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Manager Name 

Franklin Templeton Institutional 

Fred Alger Management, Inc. 

Fuller & Thaler Asset Management, Inc. 

GAM (USA) Inc. 

Global Evolution USA 

GlobeFlex Capital, L.P. 

GMO 

Goldman Sachs Asset Management 

Gryphon International Investment Corporation 

Guggenheim Investments 

GW&K Investment Management 

Harbor Capital Group Trust 

Harding Loevner LP 

Hartford Funds 

Hartford Investment Management Co. 

Heitman LLC 

Henderson Global Investors 

Hotchkis & Wiley Capital Management, LLC 

HSBC Global Asset Management 

Income Research + Management, Inc. 

Insight Investment Management Limited 

INTECH Investment Management, LLC 

Invesco 

Investec Asset Management 

Ivy Investments 

Jacobs Levy Equity Management, Inc. 

Janus Capital Management, LLC 

Jensen Investment Management 

Jobs Peak Advisors  

J.P. Morgan Asset Management 

KeyCorp 

Lazard Asset Management 

Legal & General Investment Management America 

Lincoln National Corporation 

LMCG Investments, LLC 

Logan Circle Partners, L.P. 

Longfellow Investment Management Co. 

Longview Partners 

Loomis, Sayles & Company, L.P. 

Lord Abbett & Company 

Los Angeles Capital Management 

LSV Asset Management 

MacKay Shields LLC 

Macquarie Investment Management (formerly Delaware 
Investments) 

Man Investments Inc. 

Manulife Asset Management 

McKinley Capital 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 

New York Life Investment Management LLC 

Newfleet Asset Management LLC 

Newton Investment Management (fka Newton Capital Mgmt) 

Nikko Asset Management Co., Ltd. 

Manager Name 

Northern Trust Asset Management 

Nuveen Investments, Inc. 

OFI Global Asset Management 

Old Mutual Asset Management 

O’Shaughnessy Asset Management, LLC 

Pacific Investment Management Company 

Peregrine Capital Management, Inc. 

PGIM 

PGIM Fixed Income 

PineBridge Investments 

Pioneer Investments 

PNC Capital Advisors, LLC 

PPM America 

Principal Global Investors  

Private Advisors, LLC 

Putnam Investments, LLC 

Pzena Investment Management, LLC 

QMA (Quantitative Management Associates) 

RBC Global Asset Management 

Record Currency Management Ltd. 

Regions Financial Corporation 

RidgeWorth Capital Management, Inc. 

Rockefeller & Co., Inc. 

Rothschild Asset Management, Inc. 

Russell Investments 

Santander Global Facilities 

Schroder Investment Management North America Inc. 

Smith, Graham & Co. Investment Advisors, L.P. 

Smith Group Asset Management 

South Texas Money Management, Ltd. 

Standard Life Investments Limited 

Standish 

State Street Global Advisors 

Stone Harbor Investment Partners, L.P. 

Strategic Global Advisors 

T. Rowe Price Associates, Inc. 

Taplin, Canida & Habacht 

Teachers Insurance & Annuity Association of America 

The Boston Company Asset Management, LLC 

The Hartford 

The London Company 

The TCW Group, Inc. 

Thompson, Siegel & Walmsley LLC 

Thornburg Investment Management, 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) 

Vulcan Value Partners, LLC 

Wasatch Advisors, Inc. 

WCM Investment Management 

WEDGE Capital Management 

Wedgewood Partners, Inc. 

Wellington Management Company, LLP 

Wells Capital Management 

Western Asset Management Company 
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Manager Name 

William Blair & Company 

Manager Name 

WisdomTree Asset Management 
 



 

 
 

NORTH DAKOTA RETIREMENT AND INVESTMENT OFFICE 
 

QUARTERLY MONITORING REPORT 
 

 Quarter Ended June 30, 2017 
 

EXECUTIVE LIMITATIONS / STAFF RELATIONS 
 

 
The Executive Limitation “Staff Relations” deals with the treatment of staff at RIO.  The 
executive director “shall not cause or allow any condition or any communication which is 
unfair, undignified, or disrespectful.”  This Executive Limitation lists six specific limitations that 
range from personnel policies to exit interviews.  All the limitations are intended to protect 
staff from unfair, undignified, or disrespectful treatment by management. 
 
During the past quarter, there were no exceptions to this Executive Limitation. 
 
The Executive Director/CIO held four full office meetings and five manager meetings during 
the second calendar quarter of 2017 in order to promote an open and collaborative work 
environment while enhancing team member communication, awareness and engagement.  
 
RIO was fully staffed as of June 30, 2017. 
 

 
 

AGENDA ITEM V.A. 



AGENDA ITEM V.B.

2015-2017 ADJUSTED BIENNIUM TO BUDGET % BUDGET % OF BIENNIUM
BUDGET APPROPRIATION DATE ACTUAL AVAILABLE AVAILABLE REMAINING

SALARIES AND BENEFITS $ 4,340,551.00 $ 4,342,556.31 $ 4,233,921.17 $ 108,635.14 2.50% 0.00%

OPERATING EXPENDITURES 990,874.00 990,874.00 842,556.45 148,317.55 14.97% 0.00%

CONTINGENCY 82,000.00 82,000.00 8,999.25 73,000.75 89.03% 0.00%

   TOTAL $ 5,413,425.00 $ 5,415,430.31 $ 5,085,476.87 329,953.44 6.09% 0.00%

BUDGETING / FINANCIAL CONDITION 

AS OF JUNE 30, 2017

EXPENDITURES



EXPENDITURE REPORT

QUARTER ENDED JUNE 30, 2017

QUARTERLY FISCAL YEAR BIENNIUM
INVESTMENT RETIREMENT TOTALS TO - DATE TO - DATE

CONTINUING APPROPRIATIONS

  INVESTMENT EXPENDITURES
     (SEE ATTACHED DETAIL) $ 8,011,337.75 $ 0.00 $ 8,011,337.75 $ 30,193,620.17 $ 62,455,379.79

  MEMBER CLAIMS
     1.  ANNUITY PAYMENTS 0.00 47,570,111.33 47,570,111.33 190,085,971.13 369,789,747.33
     2.  REFUND PAYMENTS      0.00 2,033,307.67 2,033,307.67 6,487,402.95  12,739,972.45

         TOTAL MEMBER CLAIMS 0.00 49,603,419.00 49,603,419.00 196,573,374.08 382,529,719.78

  OTHER CONTINUING APPROPRIATIONS 53,796.46 15,696.14 69,492.60 479,773.36 957,137.75

  TOTAL CONTINUING APPROPRIATIONS 8,065,134.21 49,619,115.14 57,684,249.35 227,246,767.61 445,942,237.32

BUDGETED EXPENDITURES

     1.  SALARIES & BENEFITS  
          
           SALARIES  198,911.75 206,411.25 405,323.00  1,610,401.33 3,132,932.66
           OVERTIME/TEMPORARY 0.00 0.00  0.00 4,185.00 8,021.25
           TERMINATION SALARY & BENEFITS 0.00 0.00 0.00 0.00 0.00
           FRINGE BENEFITS 62,770.34 80,278.99  143,049.33 559,592.01 1,092,967.26

           TOTAL SALARY & BENEFITS 261,682.09 286,690.24 548,372.33 2,174,178.34 4,233,921.17

     2.  OPERATING EXPENDITURES  

           DATA PROCESSING 3,644.85 21,187.94 24,832.79 74,515.06 152,917.81
           TELECOMMUNICATIONS - ISD 1,073.24 1,864.53 2,937.77 8,882.50 18,157.68
           TRAVEL 3,400.88 2,646.48 6,047.36 28,380.13 68,656.69
           IT - SOFTWARE/SUPPLIES 4,048.56 7,866.89 11,915.45 14,750.72 15,125.77
           POSTAGE SERVICES 1,192.58 6,406.76 7,599.34 46,325.81 90,463.92
           IT - CONTRACTUAL SERVICES 1,375.33 86,144.95 87,520.28 124,766.02 130,382.22
           BUILDING/LAND RENT & LEASES 5,174.16 8,598.54 13,772.70 82,861.20 164,747.40
           DUES & PROF. DEVELOPMENT 260.00 1,352.50 1,612.50 16,501.50 38,781.00
           OPERATING FEES & SERVICES 8,065.19 12,065.32 20,130.51 23,657.84 47,032.45
           REPAIR SERVICE 0.00 0.00 0.00 909.85 922.35
           PROFESSIONAL SERVICES 1,450.71 2,534.29 3,985.00 13,596.00 24,377.00
           INSURANCE 0.00 0.00 0.00 638.79 1,269.56
           OFFICE SUPPLIES 464.75 973.17 1,437.92 3,004.57 5,029.47
           PRINTING 1,533.89 8,447.91 9,981.80 18,496.40 34,005.01
           PROFESSIONAL SUPPLIES & MATERIALS 119.91 97.51 217.42 1,075.55 1,722.89
           MISCELLANEOUS SUPPLIES 90.39 192.08 282.47 840.98 1,621.17
           IT EQUIPMENT UNDER $5000 11,295.87 22,183.30 33,479.17 33,479.17 35,661.55
           OTHER EQUIPMENT UNDER $5000 0.00 0.00 0.00 0.00 472.00
           OFFICE EQUIPMENT & FURNITURE UNDER $5000 1,291.85 8,359.66 9,651.51 9,652.51 11,210.51

           TOTAL OPERATING EXPENDITURES 44,482.16 190,921.83 235,403.99 502,334.60 842,556.45

     3.  CONTINGENCY 0.00 8,999.25 8,999.25 8,999.25 8,999.25

TOTAL BUDGETED EXPENDITURES  306,164.25 486,611.32 792,775.57  2,685,512.19 5,085,476.87

TOTAL EXPENDITURES $ 8,317,502.00 $ 50,090,030.32 $ 58,477,024.92 $ 229,932,279.80 $ 451,027,714.19



INVESTMENT EXPENDITURE DETAIL

FEES PAID DURING THE QUARTER ENDED JUNE 30, 2017

FOR QUARTER ENDED 3/31/17

PENSION DEVELOPED INTERNATIONAL EQUITY POOL
Wellington 182,896.50
William Blair 125,828.72
TOTAL PENSION INTERNATIONAL EQUITY 308,725.22

PENSION GLOBAL EQUITY POOL
Epoch 596,382.00
LSV 120,940.00
TOTAL PENSION GLOBAL EQUITY 717,322.00

PENSION BELOW INVESTMENT GRADE FIXED
Loomis Sayles 245,449.13

PENSION INVESTMENT GRADE FIXED INCOME POOL
JP Morgan 65,211.44
PIMCO 149,178.34
State Street 9,731.14
TOTAL PENSION INVESTMENT GRADE FIXED INCOME 224,120.92

PENSION INFRASTRUCTURE POOL
JP Morgan 262,648.13

PENSION LARGE CAP EQUITY POOL 
LA Capital 228,223.19

PENSION SMALL CAP EQUITY POOL 
Atlanta Capital 226,322.00

PENSION REAL ESTATE
JP Morgan (Special & Strategic) 443,176.63
Invesco 216,290.91
TOTAL PENSION REAL ESTATE 659,467.54

PENSION INTERNATIONAL FIXED INCOME
Brandywine 140,880.01
UBS 80,482.32
TOTAL PENSION INTERNATIONAL FIXED INCOME 221,362.33

INSURANCE FIXED INCOME POOL
Prudential 74,450.56
State Street 12,043.17
Wells 121,585.37
Western Asset 102,554.44
TOTAL INSURANCE FIXED INCOME 310,633.54

INSURANCE LARGE CAP EQUITY POOL
LA Capital 53,984.35
LSV 54,368.00
TOTAL INSURANCE LARGE CAP 108,352.35

INSURANCE SMALL CAP EQUITY POOL
PIMCO RAE 25,492.35

INSURANCE INT'L EQUITY
LSV 72,994.00
William Blair 65,193.96
TOTAL INSURANCE INT'L EQUITY 138,187.96

INSURANCE DIVERSIFIED REAL ASSETS
JP Morgan 140,916.84
Western Asset 37,458.98
TOTAL INSURANCE DIVERSIFIED REAL ASSETS 178,375.82



INVESTMENT EXPENDITURE DETAIL

FEES PAID DURING THE QUARTER ENDED JUNE 30, 2017

INSURANCE REAL ESTATE
Invesco 54,998.03
JP Morgan 137,444.87
TOTAL INSURANCE REAL ESTATE 192,442.90

INSURANCE SHORT TERM FIXED
JP Morgan 27,619.30

LEGACY FIXED INCOME
Prudential 110,004.57
State Street 16,363.97
Wells 173,402.72
Western Asset 148,505.25
TOTAL INSURANCE FIXED INCOME 448,276.51

LEGACY LARGE CAP EQUITY
LA Capital 220,136.52
LSV 226,070.00
TOTAL INSURANCE LARGE CAP 446,206.52

LEGACY SMALL CAP EQUITY
PIMCO RAE 108,389.21

LEGACY INT'L EQUITY
LSV 345,401.00
William Blair 333,431.61
TOTAL INSURANCE INT'L EQUITY 678,832.61

LEGACY DIVERSIFIED REAL ASSETS
JP Morgan 153,931.78
Western Asset 97,690.73
TOTAL INSURANCE DIVERSIFIED REAL ASSETS 251,622.51

LEGACY REAL ESTATE
Invesco 105,919.19
JP Morgan 255,193.93
TOTAL INSURANCE REAL ESTATE 361,113.12

PERS RETIREE HEALTH INSURANCE CREDIT FUND
SEI 80,342.82

JOB SERVICE FUND
SEI 65,170.32

TOBACCO PREVENTION & CONTROL TRUST FUND
STATE STREET 4,039.56

CONSULTANT
Adams Street 14,158.00
Callan 99,753.55
Novarca 31,026.04
TOTAL CONSULTANT 144,937.59

TOTAL FOR QUARTER ENDED 3/31/17 6,663,675.45

FOR QUARTER ENDED 6/30/17

PENSION INFRASTRUCTURE POOL
JP Morgan 264,371.66

PENSION REAL ESTATE
Invesco 221,521.88



INVESTMENT EXPENDITURE DETAIL

FEES PAID DURING THE QUARTER ENDED JUNE 30, 2017

PENSION CASH
Northern Trust 7,638.98

INSURANCE DIVERSIFIED REAL ASSETS
JP Morgan 141,834.93

INSURANCE REAL ESTATE
Invesco 56,328.15
JP Morgan 136,014.82
TOTAL INSURANCE REAL ESTATE 192,342.97

LEGACY DIVERSIFIED REAL ASSETS
JP Morgan 154,920.83

LEGACY REAL ESTATE
Invesco 109,278.04
JP Morgan 255,753.01
TOTAL INSURANCE REAL ESTATE 365,031.05

TOTAL FOR QUARTER ENDED 6/30/17 1,347,662.30

TOTAL FEES PAID DURING QUARTER ENDED 6/30/2017 8,011,337.75



Quarterly Report on Ends 
Q4:FY17 

 
Investment Program 



Ongoing due diligence conducted on the following organizations: 
 

Adams Street (private equity) TIR (timber)

JP Morgan (real estate) Western (domestic fixed income)

PIMCO (domestic fixed income) William Blair (international equity)

Prudential (domestic fixed income)  
 

Preliminary due diligence conducted on the following organizations: 
 

Baird (core fixed income) Manulife (core fixed income)

Barings (core fixed income) Mercer (infrastructure)

Dodge & Cox (core fixed income) TCW (core fixed income)

IR&M (core fixed income) TPG (special situations)

Loomis Sayles (core fixed income) Wellington (core fixed income)

MacKay Shields (core fixed income) Wells Fargo (fixed income)  
 

At the May SIB meeting, Staff provided the Board an update regarding a pending restructuring of the 
current fixed income manager structure within the pension trust. Staff is currently conducting due 
diligence on a number of core fixed income managers and finalist candidates will present to the Board 
at the August and September Board meetings. 
 
Following Board approval of the selection of Ares and Cerberus to manage middle market direct 
lending accounts in the third fiscal quarter, Staff and counsel are proceeding with a legal contract 
review with both firms. 
 
Staff is continuing the live phase of the implementation of the BlackRock Solutions Aladdin system 
and is currently developing reporting packages. 
 
Staff attended meetings with the following entities: TFFR Board, NDPERS Investment Subcommittee, 
Legacy and Budget Stabilization Fund Advisory Board, ND Association of Counties, FargoDome 
Finance Committee, and Grand Forks Park District. 
  
Staff continues to conduct preliminary due diligence on possible managers/products for future 
consideration. 
 
Staff continues to monitor each client’s asset allocation monthly and makes rebalancing decisions 
based on rebalancing policy and cash flow requirements. 

AGENDA ITEM V.C. 



 

 
Quarterly Report on TFFR Ends 

Quarter ended June 30, 2017 
 

Retirement Program 
 
 

This report highlights exceptions to normal operating conditions. 
 

 

 Governor Burgum re-appointed Mike Burton of Fargo to represent retired 
members on the TFFR Board for a 5-year term from 7/1/17 – 6/30/22. Mr. 
Burton has also been designated as an alternate to serve on the State 
Investment Board.  

 

 TFFR continues to explore and implement cost saving initiatives in the 
member and employer outreach program areas by utilizing more 
electronic education materials instead of printed versions. 
 

 TFFR has updated the content of all retirement publications and forms, in 
addition to the new RIO office address. A new logo and newsletter format 
has also been designed and will be reflected in updated agency materials.  
 
 

                              

AGENDA ITEM V.D. 



JP Morgan MBS (Pen.) UBS International Fixed (Pen.)

Returns Index1
Excess Returns Index2

Excess

1 Year 0.82 (0.06) 0.87 1 Year (3.69) (3.80) 0.10

Inception* 2.76 2.30 0.46 3 Year (2.44) (2.42) (0.01)

Inception* 5.93 5.64 0.29

*Funded 09/30/2014

1 Bloomberg Mortgage Index

2 Bloomberg Global Aggregate ex-US

Note: Return data is gross of fee due to data availability

*Funded 07/01/1989

$105,946,147

NDSIB Watch List
Data as of  06/30/2017

$131,206,979

AGENDA ITEM V.E.
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Investment 
Manager Trust Asset Class Opened Description

Adams Street 
Partners

Miguel Gonzalo

Pension Private Equity various 
commitments since 

1991

The Adams Street Partnership Fund Program (“ASP Fund Program”) invests in private equity partnerships and 
portfolio companies, creating a portfolio diversified by time, manager and subclass.  Investment commitments 
will typically be made over a three- to four-year period in venture capital, buyout and other partnerships, which 
include mezzanine/subordinated debt, restructuring/distressed debt and special situations.  A portion of a 
participant’s subscription to the ASP Fund Program may be used to opportunistically invest in secondary 
interests in private equity partnerships and/or their portfolio companies.  All of the Adams Street Partner funds 
which North Dakota State Investment Board has invested in are based in U.S. dollars.

Atlanta Capital

Emma Hutchinson

Pension Small Cap Equity April-16 The High Quality Small Cap strategy is a fundamental core approach that invests in small cap companies in 
strong financial condition and whose equities are priced below the team's estimate of fair value. The 
investment team seeks to own innovative businesses that dominate a niche, maintain high barriers to entry, 
and have consistent demand over an economic cycle. They conduct bottom-up proprietary research, and meet 
with the management teams as well as visit the facilities of each of their companies. Stock purchases are 
analyzed as if they were a potential acquirer of the entire business. 
                                                                                                                    
Atlanta Capital’s Core Equity team is comprised of three portfolio managers and one investment specialist. 
Each portfolio manager serves as a generalist and conducts his own analytical research while investment 
decisions are made on a consensus basis. Chip Reed, CFA, Bill Bell, CFA and Matt Hereford, CFA are 
responsible for all purchase and sell decisions.

Axiom International

Lindsay Chamberlain

Pension Emerging Markets Equity August-14 The Emerging Markets 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 emerging markets securities to 
include securities of 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 of any country in the world.

Blackrock Private 
Equity Partners (PEP) 
Private Opportunities 
Fund

Leo Chenette

Pension Private Equity January-17 PEP seeks to build a diversified private equity program diversified across investment type, strategy, stage, 
industry sector, geography and vintage year. PEP offers comprehensive access to premier investments 
across Primaries, Secondaries, and Co-investments, as well as the technical expertise and investment know-
how necessary to build and manage a successful customized fund of funds program. The PEP customized 
program allows the NDSIB to tailor exposures around its existing private equity investments. 

PEP sits within BlackRock, Inc. (“BlackRock”), a global Investment firm with $4.6 trillion assets under 
management. BlackRock is a publicly traded corporation that employs 135+ investment teams, and operates 
in 30 countries and 70 cities across the Americas, Europe, Asia-Pacific, the Middle East, and Africa.

North Dakota State Investment Board Managers
AGENDA ITEM V.F.
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Investment 
Manager Trust Asset Class Opened Description

North Dakota State Investment Board Managers

Brandywine Asset 
Management

Lisa Welch

Pension Int'l Fixed Income May-03 Brandywine's Global Fixed Income investment style is 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 rotate among 
countries and attempt to control risk by purchasing undervalued securities.

They believe their approach is ideally suited to the asset class, as each country, and sector exhibit unique 
valuation parameters. They believe that a client’s portfolio should be invested in markets with, what they 
believe, demonstrate above-average value. Value is defined as a combination of above-average real interest 
rates and an under-valued currency. They typically concentrate investments where existing economic and 
market conditions may enable that value to be realized in an intermediate time frame. Their research has 
identified global fixed income as an opportunity class wherein active strategies have the most potential for 
reward and passive, index-replicating strategies are fundamentally insufficient and add an unnecessary level 
of risk to the portfolio management process. Country-by-country return dispersion (and, therefore, opportunity) 
across developed country bond markets is remarkable, and if capitalized upon as part of an actively managed 
process, can potentially provide significant excess return (alpha) above the benchmark. They seek to capture 
those excess returns through strategic investment in countries, currencies, sectors and securities, rather than 
by maintaining minimum, core commitments, reflective of the benchmark.

Capital Int'l V & VI

Jim McGuigan

Pension Private Equity Aug-07 Capital International Private Equity Fund (CIPEF) has a geographic focus in global emerging markets. 
CIPEF's  investment focus, by stage, primarily includes buy-outs, expansion capital, and replacement capital.

Clifton Group 
(Parametric Portfolio 
Associates)

Ben Lazarus

Pension

Insurance
                               
                         

Legacy Fund

Dom Small Cap Equity
Dom Lg Cap Equity

Dom Small Cap Equity 
Dom Lg Cap Equity

Dom Small Cap Equity
Dom Lg Cap Equity                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                         

Nov-09
Apr-11

Nov-09
Nov-09

March-15
May-15

The Clifton Group believes that the U.S. equity universe is highly efficient.  As such, we utilize a method of 
constructing the portfolio that we believe provides us with the greatest likelihood of outperforming the index.  
Specifically equity futures are used to gain the benchmark exposure.  The underlying cash portfolio is then 
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. 

Each Enhanced Equity portfolio is carefully constructed and managed within strict quality and diversification 
guidelines.   The Portfolio Management Team oversees all aspects of the construction and management 
process.  Individual Portfolio Managers oversee different parts of the portfolio, but all are required to stay 
within pre-determined guidelines as provided by NDSIB.  The account is monitored daily to verify that 
performance is maintained within expectation bands.  Furthermore, accounts are reconciled monthly and 
audited semi-annually to confirm compliance with all existing guidelines.                                                                                          
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Corsair (Fund III and 
IV)

Michael Poe
Cliff Brokaw

Pension Private Equity Feb-07 Corsair seeks to earn strong risk-adjusted returns by leveraging the investment team’s knowledge and 
contacts to identify and execute attractive investments in companies in the financial services industry around 
the world.  Corsair takes control and minority positions, either individually or as a lead member of an investor 
consortium.  Target investments include both privately-held and public companies, generally via private 
transactions when the target company loses access to, or has difficulty accessing, the public capital markets.  
In certain circumstances, the Fund may acquire pools of financial assets or securities, or provide financing to 
a secured pool of assets.

Corsair endeavors to develop a strong relationship and high degree of influence with investee company senior 
executives and key shareholders. In many instances, Corsair obtains Board representation, observer seats, or 
other types of management rights.  Given the complexities of investing in a regulated industry, Corsair’s ability 
to receive more traditional generalist buyout governance rights is often limited, and its ability to influence 
managerial decisions requires a degree of experience which Corsair believes can only be achieved through a 
long and consistent history of investing in the financial services sector.  Corsair expects the Fund to make 10 
to 15 investments over its investment period, although there can be no assurances with respect to the number 
of investments that will be made.  Corsair anticipates holding its investments for between three and six years.  
In those instances where Corsair is part of an investor consortium, Corsair generally endeavors to act as a 
lead or co-lead investor, as was the case in all Corsair III investments.  On select occasions Corsair expects to 
co-invest with strategic partners that are capable of bringing added value to an investment and where the 
Fund’s exit considerations can be addressed.  Above all, Corsair’s value-driven investment style focuses on 
those investment opportunities in which the Investment Advisor believes that a positive discrepancy exists 
between an asset’s price and its intrinsic value.

DFA - Dimensional 
Fund Advisors

Joe Young

Pension

Insurance

Legacy

Developed Int'l Equity

Int'l Equity

Int'l Equity

Nov-07

Nov-07

Feb-02

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.  Size is defined as the 
smallest 8-10% of each country’s market capitalization.  Securities are considered value stocks primarily 
because a company’s shares have a high book value in relation to their market value (BtM).  This BtM sort 
excludes firms with negative or zero book values.  In assessing value, additional factors such as price-to-
earnings ratios may be considered, as well as economic conditions and developments in the issuer’s industry.  
The criteria for assessing value are subject to change from time to time.  The Portfolio currently invests in 
companies in Australia, Austria, Belgium, Canada, Denmark, Finland, France, Germany, Greece, Hong Kong, 
Ireland, Italy, Japan, the Netherlands, New Zealand, Norway, Portugal, Singapore, Spain, Sweden, 
Switzerland, and the United Kingdom.  It does not invest in emerging markets.

DFA - Dimensional 
Fund Advisors

Joe Young

Pension Emerging Markets Equity Oct-05 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 will consider, among other things, information disseminated by the International Finance 
Corporation in determining and approving emerging market countries.  The Portfolio currently invests in 
companies in Brazil, Chile, China, Hungary, India, Indonesia, Israel, Malaysia, Mexico, the Philippines, Poland, 
South Africa, South Korea, Taiwan, Thailand, and Turkey.  Due to repatriation restrictions, the Portfolio 
currently holds but does not purchase securities in Argentina.
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DMR (Declaration 
Total Return Bond 
Fund)

John Pluta

Pension

Insurance

Legacy

Dom Inv Grade FI

Dom Inv Grade FI

Dom Inv Grade FI

Apr-12

Dec-13

Apr-15

The Fund’s investment objective is to achieve net returns in the range of 6% to 10% annualized over rolling 3-
year periods. The Investment Advisor attempts to achieve this objective using fundamental analysis to 
evaluate the pricing and volatility of a wide range of MBS and other structured finance securities while also 
making a relatively small allocation to corporate bonds. The Fund invests primarily in residential (“RMBS”) and 
commercial (“CMBS”) mortgage-backed securities. The Investment Advisor expects the Fund’s returns to be 
achieved — if the Fund is successful — through both cash flow yield and trading gains.

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 tenor senior classes to stressed issues or 
subordinated securities with substantial risk of non-payment and correspondingly higher yields. The tactical 
weighting of the Fund’s portfolio across the different sub-sectors of the securitization market varies according 
to the Investment Advisor’s perception of sub-sector as well as overall market volatility and liquidity. Smaller 
portfolio allocations may include consumer asset-backed securities (“ABS”), 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. Other Fund investments may include U.S. government securities (“U.S. Treasuries”), unsecured 
debt securities issued by U.S. government agencies and entities (“Agency Debt”) and derivatives related to 
any of the above.

EIG Energy (formerly 
TCW)

Renee Davidovits

Pension Private Equity Jul-07 TCW Energy Fund XIV-A, L.P. (the “Fund”) is a Delaware limited partnership, formed on October 27, 2006 for 
the purpose of establishing a diversified portfolio of investments in energy and energy-related infrastructure 
projects and companies on a global basis.  The investments will include loans, production payments, net 
profits interests, royalty interests and other forms of debt and equity securities issued by companies globally 
with emphasis on operations in the United States, Canada, Western Europe and Australia. The Fund, TCW 
Energy Fund XIV, L.P., TCW Energy Fund XIV-B, L.P., and TCW Energy Fund XIV (Cayman) L.P., 
(collectively, “Fund XIV”) shall not invest more than 15% of total commitments (“Commitments”) in any one 
issuer and shall not invest more than 25% of Commitments in issuers operated principally outside 
Organization for Economic Cooperation and Development (“OECD”) countries.  The Fund shall not invest 
more than 35% of Commitments in equity securities other than equity securities received in connection with 
the purchase of mezzanine debt.

Epoch Investment 
Partners

Thomas Pernice

Pension Global Equity July-07
Moved from Lg Cap 

Jan-12

The Epoch Global Choice strategy seeks to produce superior risk adjusted returns by building portfolios of 
businesses with outstanding risk/reward profiles.

The concentrated active, global equity portfolio typically consists of approximately 20-35 securities (generally 
equities) representing the firm's highest conviction names.  The expected annual turnover is generally 
between 90-130%.  The equity portion of the portfolio will invest no more than 10% of the portfolio, at the time 
of purchase, in any one equity security.
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Goldman Sachs (2006 
Fund, Fund V)

Joe Hernandez
Patrick Byrne

Pension Below Inv Grade FI Apr-06 The GS Mezzanine Partners family of funds is the largest mezzanine fund family in the world, with over $20 
billion invested in 100+ companies since 1996. In 2007, Goldman Sachs established its fifth mezzanine fund, 
GS Mezzanine Partners V, with $13 billion of leveraged capital.

GS Mezzanine Partners seeks large-sized mezzanine investments comprised generally of fixed income 
securities and an associated equity component. Our focus is 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.

We target high-quality companies with $500 million to $10+ billion of enterprise value; leading market 
positions; high barriers to entry; well-regarded management teams; and stable, cash generative businesses.

Grosvenor 
Customized 
Infrastructure 
Strategies, LP 
(formerly Credit 
Suisse)

Andrew Johnson
Paul Burraston

Pension

Insurance

Infrastructure

Real Assets

Dec-11

Dec-11

Established on October 21, 2009, 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%). 

Grosvenor 
Customized 
Infrastructure 
Strategies II

Andrew Johnson
Paul Burraston

Pension

Legacy

Infrastructure

Real Assets

Mar-15

Mar-15

Following the same strategy as our initial commingled multi-manager infrastructure fund, Customized 
Infrastructure Strategies, L.P. (“CIS I”), the Fund will seek to generate stable, long-term yield and attractive 
risk-adjusted returns by investing in a diversified, global portfolio of primarily core and core-plus infrastructure 
investments. CIS II will target primary fund investments, secondary purchases of investments in funds 
(“secondaries”), and equity and debt co-investments. Consistent with CIS I’s target returns, CIS II will target a 
net return to its limited partners in excess of 10%1, with a low single-digit cash yield upon full investment of 
the Fund.

Hearthstone (MSII, 
MSIII)

Mark Porath

Pension Private Equity Oct-99 In the Hearthstone-MSII Homebuilding Investors (MS2) and Hearthstone Multi-State Value-Added Fund III 
(“MS3”) funds, Hearthstone, on behalf of the Fund, is authorized to invest exclusively in residential 
development projects.  Residential development projects include residential land development and single-
family homebuilding, including the acquisition and conversion of rental properties into condominiums and other 
forms of single-family housing.  MS3 was authorized to invest in the construction and sale of apartment 
buildings, but no such investments were made.  Land development projects typically involve the acquisition, 
entitlement and development of anywhere from 100 to 1,000 finished residential lots for sale to merchant 
builders, but may involve the acquisition, permitting and development of other residential land.  Single-family 
homebuilding projects generally involve the construction and sale of approximately 25 to 500 single-family 
attached or detached homes.
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Invesco Asia Fund I

Asia Fund III

Paul Michaels

Pension

Pension

Real Estate Nov-08

Nov-15

This investment strategy will focus on value added investments with an initial focus on China and Japan, with 
a secondary focus on Singapore and Hong Kong, in residential, industrial, retail and office properties.  Where 
IRE identifies best value, it will execute the following value added strategies for the Fund:
-Provide equity for the development of new real estate product that generates high cash returns and 
demonstrates mid-term growth opportunities.
-Reposition assets or change the use of an asset to maximize its value by identifying highest/best use, curing 
deferred maintenance, improving overall asset quality and developing additional revenue-generating 
amenities.
-Participating in high growth markets
-Adopting higher leverage strategies and exploiting market inefficiencies. 

Invesco Core USA 
LLC

Paul Michaels

Pension

Insurance

Legacy

Real Estate Aug-97

Oct-12

April-15

The Fund invests in properties located in the United States, typically requiring an investment of $10 million or 
greater.  The Fund focuses on quality core real estate opportunities and, in addition, the Fund may invest up to 
15% of its assets in "value-added" type real estate investment opportunities. The Fund seeks to provide 
Investors with returns equal to or greater than the NPI on a 3- and 5-year rolling basis.

Invesco IREF II

Invesco IREF III

Value-Add IV

Paul Michaels

Pension

Pension

Pension

Real Estate Nov-07

May-12

April-15

The Fund will invest in value-added real estate opportunities.  Investments will be made solely in the United 
States in four specific product types- multifamily, industrial, retail and office properties.  Where IRE identifies 
best values, it will execute the following strategies for the Fund:
• Re-capitalization: Invest in properties or portfolios at a favorable basis by acquiring an equity interest and/or 
debt.
• Lease-up: Acquire properties with vacant space or near-term lease rollover exposure, with the opportunity to 
reposition rent roll and tenancy.
• High Yield Debt: Acquire unrated pieces of CMBS debt
• Renovation/Retenanting/Repositioning: Reposition assets (an example would be to upgrade an asset from 
Class B to Class A) or change the use of an asset to maximize its value by curing deferred maintenance, 
improving overall asset quality and developing additional revenue-generating amenities.
• Development: Provide equity commitments/investments for the development of new real estate products that 
allows for access to new, state-of-the-art products at wholesale pricing. 

InvestAmerica Lewis 
& Clark

L&C II

John Cosgriff
David Schroder

Pension Private Equity Feb-02

Jun-09

The investment strategy for Lewis and Clark Private Equities, LP and L&C Private Equities II, LP (the Funds) 
is to assemble a portfolio of investments in private growth and later-stage companies that have a strong 
probability of providing high returns without undue volatility and risk to investors.  The Funds target for 
investment middle market growth and later stage companies throughout the United States with existing sales 
from $5,000,000 to $100,000,000.  Typically, these small to medium sized companies are seeking to raise 
$1,000,000 to $10,000,000.  The Principals of the Funds have demonstrated through the successful 
investment of previous venture funds, that this market niche has historically delivered high returns with more 
limited competition for financing.  The Funds seek to achieve a minimum of a 25% and in many cases in 
excess of a 30% internal rate of return on each of its company investments.

The Funds diversify their investments by investing in portfolio companies across many industries and 
geographic locations.  Investments will be made across a range of manufacturing, service, distribution and 
technology companies.  Most investments are expected to be in later stage companies with established sales 
and profitability.  Some investments may be opportunistically made in growth stage companies.  The 
investment team has historically invested throughout the United States with offices strategically located in the 
Midwest and Northwest.  
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JP Morgan Short 
Term Bond Fund

Jim Sakelaris

Insurance Short Term FI Sep-11 The investment objective of the Short Term Bond Fund is to outperform (based on the portfolio's total return, 
gross of fees) the Barclays Capital 1-3 Year Government/Credit Index (the benchmark) while maintaining total 
return risk similar to that of the Benchmark as measured over a market cycle.

JP Morgan Alternative 
Property Fund

Jim Sakelaris

Pension Real Estate Jan-06 The JPMorgan Alternative Property Fund seeks current income and capital appreciation from a portfolio of 
investments consisting of alternative real estate (senior housing, medical office, hotels, single-family 
subdivision development, condos, storage, parking and other “non-core” cash-flow-generating property 
investments) and real estate-related assets in the U.S., as well as traditional and alternative real estate and 
real estate-related assets in Canada, Mexico and the Caribbean.  The Fund pursues a broadly diversified 
absolute-return strategy targeting a 12-15% total annualized IRR (including a current income return of 5-7% 
and the balance from capital appreciation) gross of all Fund-level fees and expenses, assuming at least a 5-
year holding period.

The Fund is designed to benefit from less competitive flow of capital relative to core property.  As an infinite-
life structure, the Fund offers potential investors the opportunity for periodic liquidity at net asset values 
established on a quarterly basis.  The Fund will also periodically rebalance sector, product and geographic 
diversification to dampen volatility and create a stable alternative real estate investment portfolio with a 
conservative level of leverage (60% on a portfolio basis).
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JP Morgan Asian 
Infrastructure & 
Related Resources 
Opportunity Fund

Jim Sakelaris

Pension Infrastructure Aug-08 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 (but not exhaustive): core infrastructure such as transportation, 
power both from conventional and renewable sources, communications, water and waste-water, public works, 
urban development and other "social" infrastructure assets (i.e. hospitals, schools, government centers) and 
related resources such as energy, raw materials, natural resources, construction and construction-related 
materials and real estate (that are part of or associated with any of the installation and operation of 
infrastructure).

The Fund will seek an internal rate of return in excess of 19% (net of Incentive Allocation and Fund Expenses 
and any Taxation that is payable by the Fund, but exclusive of any Taxation payable by Investors with respect 
to distributions), assuming a constant exchange rate during the term of the Fund between the USD and the 
currencies in the countries where the Fund's Investments are located.  The Investment Adviser will have the 
right, but not the obligation, to hedge currency risk at its discretion, however there currently is no intent to 
engage in active hedging except as follows: (i) in exceptional cases where we believe the underlying risk is 
excessive and (ii) where there are known future equity commitments subject to currency risk, including with 
respect to the acquisition of new assets. The Fund team’s view of infrastructure, in the Asian context, takes a 
holistic approach, encompassing not only core infrastructure but also the raw material and construction-related 
stages of infrastructure and those companies needed "to make infrastructure happen". By focusing on both 
infrastructure and related resources, the Investment Adviser has developed a strategy which seeks to 
capitalize on the entire opportunity presented by the large forecasted growth and required investment in Asian 
infrastructure.

The Fund monitors its currency exposure on a regular basis taking account of the outlook for any currencies in 
which AIRRO is invested.  At this time, AIRRO does not anticipate hedging its currency exposure in the near-
term.  Based on consensus forecasts prepared by Bloomberg, analysts expect Asian currencies to strengthen 
versus the USD over the medium-term.  AIRRO’s entry cost (based on average weighted rates) for its 
investments are 47.68 INR/USD for SevenHills and 7.76 HKD/USD for Scitus (6.93 RMB/USD for Scitus’ 
corresponding investments onshore).  We anticipate these positions to strengthen in the favor of AIRRO by 
exit (estimated to be 2013 for each investment).   AIRRO will continue to monitor movements in Asian 
currencies and review its hedging strategy accordingly.
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JP Morgan Greater 
China Property Fund

Jim Sakelaris

Pension Real Estate Jan-08 The JPMorgan Greater China Property Fund is a closed-end investment fund which seeks to invest in real 
estate development projects in Greater China (defined to include China, Hong Kong, Macau and Taiwan). 
Drawing on over 30 years of real estate investing experience and its position as one of the largest real estate 
investment managers globally, J.P. Morgan Investment Management Inc. seeks to develop and manage a 
portfolio of capital-appreciation oriented real estate assets in Greater China. The Fund will generally make its 
investments across the office, residential, industrial, retail and hospitality sectors by creating project-level joint 
venture arrangements with multiple operating partners in Greater China. In addition to direct real estate 
investments, the fund may invest in shorter-term, “structured capital” opportunities in the real estate sector 
(typically 6-18 months in nature). Such investments may involve publicly listed companies and private 
companies seeking funding for their operations. The fund will limit the structured capital investments to 20% of 
the fund’s total allocation.

The Fund seeks to capitalize on the rapid and sustained economic growth, rising income levels, as well as the 
recent developments in China that will present opportunities for experienced real estate investment firms like 
J.P. Morgan to partner with local developers for new investments. The investment objective of the Fund is to 
seek capital appreciation. Since most of the Fund’s investments will be development stage properties, the 
Fund expects to generate little to no current income. The Fund expects that aggregate secured permanent 
indebtedness will not exceed, on average over a fiscal year, 75% of the greater of the fair market value or total 
cost of all of the Fund investments.

Investment returns may be hedged on a case by case basis as some investments may be hedged while 
others may not.  Whether to hedge will depend on a number of factors including the currency outlook, the 
cost/benefit of the hedge, the requirements of lenders, etc. In addition, in cases where debt borrowings are in 
local currency, there is effectively a built in hedge as well.
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JP Morgan Greater 
Europe Opportunistic 
Property Fund

Jim Sakelaris

Pension Real Estate Sep-09 The JPMorgan Greater Europe Opportunistic Property Fund is a closed-end opportunity fund that offers 
investors an opportunity to participate in an actively managed portfolio of property investments throughout 
Europe both in direct assets and select investments in existing property companies.  The Fund has the 
flexibility to invest in a variety of different types of real estate, including, without limitation, office, retail, 
industrial/warehouse, multi-family, hotel/leisure, parking and self-storage.   The Fund aims to provide Investors 
with a targeted annualized IRR of at least 15% over the life of the fund net of all fees and expenses.  The Fund 
intends to achieve its Target Return by using JPMorgan Asset Management's expertise and market contacts 
to successfully make use of the following risks: leasing risk; development risk; restructuring risk; 
liquidity/transparency risk and leverage.

J.P. Morgan Asset Management - Global Real Assets believes that opportunities exist in the Target Markets 
for investors to create value through the development, rehabilitation, repositioning and recapitalization of 
undervalued real estate and real estate-related assets through the purchase of high quality assets or portfolios 
of assets from distressed sellers.  After a period of rapid capital appreciation and falling risk premium for 
European real estate assets, partially a result of excess liquidity, the dislocation in capital markets 
experienced since the end of July 2007 has resulted in a substantial re-pricing of risk, particularly at the higher 
risk end of the spectrum.  More uncertain prospects for occupier markets in some, though not all, countries 
are likely to continue to impact risk and therefore pricing. In Europe, JPMAM-GRA believes this creates two 
very distinct but compelling opportunities for the foreseeable future.  The first is to capitalize on the opportunity 
to purchase high quality assets in core Western European markets which will be sold at favorable prices due 
to the lack of liquidity in the market or where the underlying risk is mispriced. Property owners overleveraged 
with short duration leverage, developers overexposed to construction and leasing risk, and corporate owners 
whose balance sheets have come under pressure are all expected to be excellent sources of these buying 
opportunities.

We consider hedging on a deal-by-deal basis when we think it makes sense and is cost-effective. We consult 
with our foreign exchange desk at J.P. Morgan on a regular basis. At the present time, we believe the British 
Pound is underpriced relative to the Euro on a long-term historical basis and, therefore, we are currently not 
hedging the Pound position (at least with respect with the net equity, leverage acts as a natural hedge against 
65% of the GAV since the debt on UK transactions is also denominated in Pounds). The Greater Europe 
Opportunistic Property Fund is Euro-denominated and thus reflects periodic currency movements in addition 
to property valuation changes.
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JP Morgan Income & 
Growth Fund

Jim Sakelaris

Insurance

Legacy

Real Estate

Real Estate

Nov-05

April-15

J.P. Morgan U.S. Real Estate Income and Growth Fund - 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 targeting an 8-10% total annualized IRR (including a current income return 
of 5-7% per annum and the balance from capital appreciation) net of management fees and expenses, the 
payment of any Infrastructure Development Fee, if applicable, and the effect of taxes payable by certain of the 
Fund's Entities.

The Fund pursues all property investments on an opportunistic basis.  The majority (>50%) of the Fund’s 
investments will be in direct core properties in the office, industrial, retail and residential sectors.  In addition to 
direct real estate, the Fund has the ability to invest in other access points - mezzanine debt, CMBS and REITs 
- when they provide core real estate cash flows at a better price than owning the property.  This helps diversify 
the portfolio and offer a superior risk reward equation.  This dynamic investment approach focuses on relative 
value and is not constrained by fixed allocation targets or benchmark composition allowing the Investment 
Advisor the ability to change the Fund’s portfolio composition in response to changing market conditions and 
opportunities.
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JP Morgan 
Infrastructure 
Investments Fund

Jim Sakelaris

Pension

Insurance

Legacy

Infrastructure

Real Assets

Real Assets

May-07

Nov-08

Feb-15

Infrastructure Investments Fund - Launched October 31, 2006, JPMorgan Infrastructure Investments Fund is 
the only open-ended private commingled infrastructure fund in the U.S.  It 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.

Our open-ended strategy supports a long-term investment horizon as we seek to achieve steady returns over 
time that are largely cash yield with modest capital appreciation. Our open-end format also aids in our 
acquisition and disposition process as a long-term outlook is attractive to governments, regulators and 
operating partners.

The Fund seeks to achieve a leveraged portfolio target IRR of 10–12%, net of Fund Expenses. Leverage is 
targeted at 75% at the fund level.  Its diverse client base, includes U.S., European, Asian and Canadian 
government, union and corporate pension plans, insurance companies, and high net worth individuals.

The interaction of multiple currencies is viewed by many investors as another form of diversification. With 
respect to the JPMorgan Infrastructure Investments Fund ('IIF' or the 'Fund'), the Investment Adviser has the 
right, but not the obligation, to hedge currency risk at its discretion.  Due to clients' differing perspectives on 
currency, and the complexities/costs of hedging an illiquid portfolio, there currently is no intent to engage in 
active hedging except as follows: (i) in exceptional cases where we believe the underlying risk is excessive 
and (ii) where there are known future equity commitments subject to currency risk, including with respect to 
the acquisition of new assets; this is a strategy that we have utilized for several investments in the existing 
portfolio. Generally speaking, we believe clients are more concerned with active management of infrastructure 
assets and strategies than with currency hedging. We understand that many clients prefer to hedge their 
currency exposures on an individual total portfolio basis. Further, many clients are interested in actively 
managing their currency exposure to generate alpha. J.P. Morgan has the capability to provide currency 
hedging (as a separate service outside of the Fund) for those clients that are interested in hedging currency 
risk and for clients wishing to generate additional alpha (whether the risk is associated with the Fund’s portfolio 
or with other client investments).
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JP Morgan Mortgage 
Backed Securities

Jim Sakelaris

Pension Domestic Fixed Income Sep-14 JPM seeks to create portfolios that offer superior stability of cash-flows (over a wide range of interest rate 
scenarios) versus those of the Barclays Capital Mortgage Securities benchmark. Due to a focus on identifying 
undervalued securities our selection is not limited to securities within the index, we may also utilize agency 
and non-agency commercial mortgage obligations. Because the mortgage-backed sector, in particular, has 
been less efficient relative to other sectors in recent years, security selection skills can add particular value. 
The JPM investment approach seeks to add value through the following: •We take a longer-term view of 
investing versus adopting a trading mentality.
• Sub-sector allocation decisions are based on broad sector outlook, using expected return and valuation 
analysis.
• Undervalued securities are identified through diligent research.
• Relative risk/reward relationships are evaluated along the yield curve.
• Strategy emphasizes research and individual security analysis rather than large macro bets.
• Duration is managed primarily as a risk control measure.
• Portfolios are well diversified and of high credit quality.
• Risk management is embedded throughout process and seeks to limit downside risk relative to the 
benchmark.



14 updated 8/18/2017

Investment 
Manager Trust Asset Class Opened Description

North Dakota State Investment Board Managers

JP Morgan Strategic 
and Special Situations 
Property Funds

Jim Sakelaris

Pension Real Estate Oct-90 Strategic Property Fund is an actively managed diversified, core, open-end commingled pension trust fund. 
It seeks an income-driven rate of return of 100 basis points over the NCREIF Property Index over a full market 
cycle (three-to-five-year horizon) through asset, geographic and sector selection and active asset 
management. The Fund invests in high-quality stabilized assets with dominant competitive characteristics in 
markets with attractive demographics throughout the United States.

Following a core strategy, Strategic Property Fund focuses primarily on existing high-quality, well-leased 
assets in the four major property types: office, industrial, multi-family and retail. Strategic Property Fund 
focuses on the larger primary economic markets.

Each sector is well leased with modest lease expiration exposure of approximately 10% per annum over the 
next five years. Due to the broad diversification in the Fund’s investments, no individual properties or 
tenancies have the capacity to materially affect the Fund’s performance.

Special Situation Property Fund is an actively managed, value-added, open-ended commingled trust fund. It 
seeks an increased total return with a moderate-to-high risk level, as reflected in the potential volatility of both 
income and property values. Our investment philosophy for Special Situation Property Fund is based on our 
belief that consistently excellent investment results can be achieved by focusing on value-added investment 
opportunities while maintaining an optimum leverage ratio. The investment process is designed to 
continuously add value throughout the acquisition, ownership and disposition of an asset.

Following a value-added strategy, Special Situation Property Fund focuses primarily on value-added real 
estate opportunities in the following major property types: office, industrial, hotel, retail and multi-family. The 
Fund does not attempt to match the geographic and property type diversification of the benchmark, but does 
maintain guidelines in order to limit over-or underweighting in regards to the NCREIF’s property type and 
geographic guidelines. Our assets are generally located in major markets across the country (i.e., Washington 
D.C. and surrounding areas, Los Angeles, San Francisco, Atlanta, Chicago, Denver and Northern New 
Jersey).

The Fund invests in a wide variety of value-added real estate opportunities, including but not limited to, 
improved properties that have significant appreciation potential through lease up, new development, 
redevelopment, repositioning and re-merchandising situations. The Fund may also acquire vacant land to be 
held for future development or appreciation. Development, renovation and property repositioning are important 
aspects of our value-added strategy.
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LA Capital Enhanced

Tom Stevens

Pension

Insurance

Legacy

Dom Lg Cap Equity

Dom Lg Cap Equity

Dom Lg Cap Equity

Aug-00

Apr-04

May-15

A large core portfolio benchmarked to the Russell 1000 Index.  This we would characterize as more of an 
enhanced index assignment where the objective is to track the benchmark with lower variability.  This mandate 
is targeting a 1% annual alpha with a risk budget of 3%.  The pension portfolio began in July of 2000 and the 
insurance portfolio was initiated in April of 2004.  In October of 2006 we received approval from you to allocate 
a portion of each of these core accounts into the Large Cap Alpha Fund which we were launching at that time.  
A small portion of the portfolio has as a result been allocated to that product.  The benchmark for this fund is 
the S&P500 which is very similar to the Russell 1000 Index.  The objective here has been to outperform the 
benchmark by 5% while allowing for a risk budget as high as 7%.  The intent here was to add incremental 
alpha to the assignment given that the information ratio was expected to be higher.  The overall objectives 
have been met since this was initiated.

Investment Philosophy
All of our applications are driven by our Dynamic Alpha Model which is a quantitative process based upon 
understanding how specific factors are behaving in the market.  We believe that investment results are driven 
by Investor Preferences which simply put, highlight which factors investors like or dislike at any point in time.  
We have developed sophisticated attribution tools which allow us to measure how the different factors are 
performing.  While there is a significant amount of persistence, i.e. factors will move in one direction for 
sometimes an extended period of time, they will change at some point.  Investors are not static in the views 
and one needs to recognize that when preferences shift a different posture related to that factor is warranted.

Consequently we are not static and we are dynamic.  In turbulent markets it is important to be able to 
understand how investor preferences change.  In the last year there have been dramatic shifts in investor 
attitudes about risk factors and we feel our ability to perform during this period has been directly related to our 
ability to adapt.

LA Capital Structured 
(Russell 1000 Growth)

Tom Stevens

Pension

Insurance

Legacy

Dom Lg Cap Equity

Dom Lg Cap Equity

Dom Lg Cap Equity

Jun-98

Aug-03

May-15

A large growth portfolio benchmarked to the Russell 1000 Growth Index.  It is an active assignment meaning 
that we are targeting a 2% alpha and constraining our risk budget (tracking error) to 4% relative to the 
benchmark.

Investment Philosophy
All of our applications are driven by our Dynamic Alpha Model which is a quantitative process based upon 
understanding how specific factors are behaving in the market.  We believe that investment results are driven 
by Investor Preferences which simply put, highlight which factors investors like or dislike at any point in time.  
We have developed sophisticated attribution tools which allow us to measure how the different factors are 
performing.  While there is a significant amount of persistence, i.e. factors will move in one direction for 
sometimes an extended period of time, they will change at some point.  Investors are not static in the views 
and one needs to recognize that when preferences shift a different posture related to that factor is warranted.

Consequently we are not static and we are dynamic.  In turbulent markets it is important to be able to 
understand how investor preferences change.  In the last year there have been dramatic shifts in investor 
attitudes about risk factors and we feel our ability to perform during this period has been directly related to our 
ability to adapt.
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Loomis Sayles

Stephanie Lord

Pension Below Inv Grade FI Apr-04 The High Yield Full Discretion Strategy seeks to exploit the collaborative efforts of our economics group and 
Sector Teams in conjunction with the fundamental credit analysis from our Fixed Income Research 
Department.  Our economics group and yield curve teams provide a global economic and interest rate 
framework for identifying sectors that we think are attractive.  Our research department, along with the Sector 
Teams, seeks to identify specific investment opportunities primarily within the global fixed income market.  
Asset class and sector allocations reflect the macroeconomic view, while security selection based on 
fundamental and relative value analysis within sectors provides our primary source of excess return.  Portfolio 
guidelines are broad and offer the portfolio management team significant investment flexibility. Experienced 
portfolio managers collaborate with our in-house credit analysts to identify attractive total rate of return 
investment opportunities in the global fixed income market. Portfolio managers incorporate the 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.  The product's portfolio managers are responsible for 
strategy implementation, portfolio construction, and adherence to guidelines.  This rigorous investment 
process results in portfolios that, we believe, are well diversified and expected to generate superior long-term 
investment performance when compared to the Barclays Capital High Yield Index.

LSV Int'l Equity

James Owens, Jr.

Insurance

Legacy

Int'l Equity

Int'l Equity

Nov-04

Feb-15

The objective of our International Large Cap Value strategy is to outperform the MSCI EAFE Index (50% 
Hedged) 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%.  The process used to select stocks is a quantitative approach developed 
by our founding partners through years of academic research on a variety of investment and investor behavior 
topics.  The process 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 our strict risk 
parameters to control the portfolio's tracking error relative to the benchmark.  The resulting portfolio will be 
broadly diversified across industry groups and fully invested (cash balances are typically less than 1% of the 
portfolio).  LSV weights countries at a neutral weight relative to the benchmark country weights. Initial 
positions must be in stocks with a market capitalization above $500 million.  50% of the portfolio is US dollar 
hedged.

LSV Large Cap

James Owens, Jr.

Insurance

Legacy

Dom Lg Cap Equity

Dom Lg Cap Equity

Jun-98

May-15

The objective of our 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%.  The process used to select stocks is a quantitative approach developed by our founding partners through 
years of academic research on a variety of investment and investor behavior topics.  The process 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 our strict risk parameters to control the portfolio's 
tracking error relative to the benchmark.  The resulting portfolio will be broadly diversified across industry 
groups and fully invested (cash balances are typically less than 1% of the portfolio).  Initial positions must be 
in stocks with a market capitalization above $500 million.
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LSV Global Equity

James Owens, Jr.

Pension Global Equity Feb-13 The objective of the Global ACWI strategy is to outperform the unhedged total rate of return, net of dividend 
withholding taxes of the benchmark by at least 200 basis points (gross of fees) per annum. The process used 
to select stocks is a quantitative approach developed by our founding partners through years of academic 
research on a variety of investment and investor behavior topics.  The process ranks a broad universe of 
stocks on a combination of value and momentum factors and seeks to invest approximately 125 stocks in the 
most attractive securities possible within our strict risk parameters to control the portfolio's tracking error 
relative to the benchmark.  The resulting portfolio will be broadly diversified across countries and industry 
groups.  Initial positions must be in stocks with a market capitalization above $400 million.

Matlin Patterson 
(Fund II & III)

Pension Private Equity Sep-04 Invest globally in the severely discounted securities and obligations of financially distressed companies with 
the objective of obtaining corporate control. Through the Investment Adviser’s active management of the 
Fund’s investments, the Fund is seeking superior risk adjusted returns and is operating globally in a segment 
of the distressed sector in which it has few significant competitors.
Invest globally in the severely discounted securities and obligations of financially distressed companies with 
the objective of obtaining corporate control. Through the Investment Adviser’s active management of the 
Fund’s investments, the Fund is seeking superior risk adjusted returns and is operating globally in a segment 
of the distressed sector in which it has few significant competitors.

NTAM (Northern Trust 
Asset Management) 
Enhanced S&P 500

Bob Parise

Pension Dom Lg Cap Equity Aug-00 The Investment Manager will use an investment approach primarily based on quantitative investment 
techniques.  The principal source of value added is the stock selection process.  Relative attractiveness is 
assessed using a proprietary multiple factor model.  Attractive securities are over weighted relative to the 
Index while unattractive securities are under weighted, or excluded entirely.  The account will invest primarily 
in a broadly diversified portfolio of equity securities.  Equity securities include securities convertible into equity 
securities (including common stock), warrants, rights and units or shares in trusts, exchange traded funds and 
investment companies.   The account may invest and reinvest in long or short positions in any of the 
instruments.

The Investment Manager may purchase or sell futures and exchange traded and over-the-counter options on 
the Index or on a similarly broad index.  The Investment Manager intends to use futures and options to 
manage market risk associated with the account’s investments by selling futures on a stock index which 
correlates in price movement with a portion of the account to hedge against a potential decline in the prices of 
the securities comprising that portion of the account and, conversely, by purchasing futures on a stock index 
which correlates in price movement to a group of stocks which the account anticipates purchasing, to hedge 
against an increase in the value of such stocks.  A portion of the cash in the account may be deposited with a 
broker as margin on futures or options transactions, to be invested on behalf of the account in obligations 
issued or guaranteed by the US Government or other appropriate short-term investments.

To meet liquidity needs, the Investment Manager may also invest in short term cash investments, including 
shares of money market portfolios, which may be registered investment companies for which the Investment 
Manager or an affiliate serves as custodian or investment advisor.
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NTAM (Northern Trust 
Asset Management) 
World Ex-US

Bob Parise

Pension International Equity Dec-13 The Fund will be maintained by the Trustee with the objective of providing investment results that replicate the 
overall performance of the MSCI® Emerging Markets Equity Index (the “Index”). The Trustee will attempt to 
meet the Fund’s investment objective by including the common stocks of one or more companies included in 
the Index, on the sole basis of computer-generated statistical data, deems representative of the industry
diversification of the entire Index.                                                                                                                                                                                                                                          

The Fund will be invested primarily in equity securities of business enterprises organized and domiciled
outside of the United States (“U.S.”) or for which the principal trading market is outside the U.S. In the Fund, 
and where applicable with respect to the Fund, the Trustee will employ statistical methods to select securities 
which comprise or will comprise the Index without necessarily buying all the relevant Index equities. Such 
securities will be selected, acquired, held and liquidated solely on the basis of such methods and not on the 
basis of any economic, financial, market timing, or other analysis. Securities purchased for the Fund will 
generally, but not necessarily, be traded on a foreign securities exchange. The Trustee may, in its discretion, 
purchase or sell depositary receipts. The Fund will be rebalanced from time to time in order to minimize the 
expected or predicted deviation between the performance of the Fund and the performance of the relevant 
Index or to reflect changes in the composition of the Index.

PIMCO Bravo II

Julie Meggers
Michael Chandra

Pension

Insurance

Residential & 
Commercial Debt

Oct-13

Oct-13

To seek to capitalize on the perceived market opportunity and achieve its Target Return, the Fund will have 
broad discretion to invest principally in (or otherwise gain exposure to) U.S. and non-U.S.: (i) performing, 
underperforming or non-performing loans and other assets that have historically been securitized and/or 
otherwise traditionally held by financial institutions (as well as participations and other interests therein), 
including commercial and residential mortgage loans (each of which may convert to real estate holdings), 
consumer loans (such as credit card receivables, automobile loans and student loans) and/or servicing or 
similar rights relating to such loans and other assets; (ii) structured products, securitizations and other asset 
backed securities (“ABS”) backed by assets of any type (whether U.S. or non-U.S. based collateral), including 
non-agency residential mortgage-backed securities (“RMBS”) and commercial mortgage-backed securities 
(“CMBS” and, together with RMBS, “MBS”), collateralized debt obligations (“CDOs”), collateralized loan 
obligations (“CLOs”) and repackaged securities (collectively, “Structured Investments”), including Structured 
Investments managed by PIMCO or an affiliate thereof; (iii) residential and commercial real estate; and/or (iv) 
investments in equity securities, equity-linked securities and/or debt instruments (including loans) of operating 
companies and other entities (whether stressed, distressed or otherwise on an opportunistic basis), including 
banks and other financial institutions, specialty finance entities, and other opportunities.

PIMCO Distressed 
Senior Credit  
Opportunities (DiSCO)

Fund II

Stephanie King
Michael Chandra

Pension

Insurance

Dom Inv Grade FI

Fixed Income

Oct-11

 
Oct-11 

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.
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PIMCO MBS

Stephanie King
Michael Chandra

Pension Dom Inv Grade FI Mar-12 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.

PIMCO (formerly 
Research Affiliates)

Stephanie King
Michael Chandra

Insurance

Legacy

Dom Small Cap Equity

Dom Small Cap Equity

July-07

March-15

Small company value equity portfolio utilizing the index strategy and philosophy described as the Enhanced 
RAFI®  US Small strategy which in turn is based on our patent pending Fundamental Index® concept.  The 
Enhanced RAFI®  US Small strategy relies on portfolio weights derived from firm fundamentals (free cash 
flow, book equity value, total sales and gross dividend), instead of market capitalization.  In addition, the 
enhanced portfolio strategy uses a quality of earnings screening and a financial distress screening to augment 
portfolio returns and reduce portfolio volatility. 

PIMCO Unconstrained

Stephanie King
Michael Chandra

Pension Dom Inv Grade FI Mar-14 The Fund seeks to achieve its investment objective by investing under normal circumstances at least 80% of 
its assets in a diversified portfolio of Fixed Income Instruments of varying maturities, which may be 
represented by forwards or derivatives such as options, futures contracts, or swap agreements. “Fixed Income 
Instruments” include bonds, debt securities and other similar instruments issued by various U.S. and non-U.S. 
public- or private-sector entities. The Fund intends to utilize various investment strategies in a broad array of 
fixed income sectors to achieve its investment objective. The Fund will not be constrained by management 
against an index. The average portfolio duration of this Fund will normally vary from (negative) 3 years to 
positive 8 years based on Pacific Investment Management Company LLC’s (“PIMCO”) forecast for interest 
rates. Duration is a measure used to determine the sensitivity of a security’s price to changes in interest rates. 
The longer a security’s duration, the more sensitive it will be to changes in interest rates.

The Fund may invest in both investment-grade securities and high yield securities (“junk bonds”) subject to a 
maximum of 40% of its total assets in securities rated below Baa by Moody’s Investors Service, Inc. 
(“Moody’s”), or equivalently rated by Standard & Poor’s Ratings Services (“S&P”) or Fitch, Inc. (“Fitch”), or, if 
unrated, determined by PIMCO to be of comparable quality. The Fund may also invest without limitation in 
securities denominated in foreign currencies and in U.S. dollar-denominated securities of foreign issuers. In 
addition, the Fund may invest up to 50% of its total.

Prudential Core Plus

Peter Taggert
Steve Ahrens

Insurance

Legacy

Fixed Income

Fixed Income

Aug-06

April-15

The core plus fixed income account is a multi-sector strategy with alpha objective of +150 basis points versus 
the Barclays Aggregate Index over a full market cycle.  The strategy 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.   

Quantum Energy 
Partners

Michael Dalton

Pension Private Equity Oct-06 Founded in 1998, Quantum Energy Partners is a leading provider of private equity to the global energy 
industry. With more than $5.7 billion in assets under management, Quantum targets investment opportunities 
between $100 and $400 million with proven management teams that possess a clear vision and whose 
companies have sustainable competitive advantages within well-defined segments of or strategies in the 
energy industry. Quantum primarily focuses on the oil and gas upstream, midstream and power sectors, but 
will consider opportunities across the entire energy industry.
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SEI Investments

Bob Thomas

PERS Retiree 
Health

Multiple Jul-09 Fixed Income Strategy - A diversified set of lowly correlated alpha sources increase confidence in consistent 
excess return -Combination of managers with a broad opportunity sets inclusive of government, credit and 
structured securities
-Derivatives provide an efficient means of strategy implementation
-Managers have the ability to utilize derivatives to manage duration, yield curve, sector and security strategies 
to enhance return or reduce risk
Emerging Markets Debt Strategy - Specialist Emerging Market Debt Managers and seasoned investment 
teams with complementary investment philosophies that invest broad opportunity sets inclusive of tactical 
allocations to external debt, local debt, local currency, and corporate debt.
High Yield Strategy - Diversified group of managers with deep and experienced credit resources whose 
outperformance will be generated from both Sector/Industry and Selection decisions.  The differentiation 
between managers is not on the alpha source they are seeking to exploit, but rather on the credit philosophy 
and process.  Broad opportunity sets primarily in fixed income securities rated below investment grade, 
including corporate bonds.   May also invest in bank loans, convertible and preferred securities, zero coupon 
obligations and credit derivatives.  Given the illiquidity of the high yield market, managers also have the ability 
to utilize the credit default swap market for enhancing return or reducing risk.
Small Cap Strategy - Utilizing multiple SEI Portfolio sub-advisors, the SEI Portfolio invests in common stocks 
and other equity securities with the goal of providing capital appreciation.
World Equity ex-US Strategy - Utilizing multiple SEI portfolio sub-advisors, the SEI portfolio invests in equity 
securities of foreign companies, including those in emerging market countries with the goal of capital 
appreciation.  These securities may include common stocks, preferred stocks, warrants, exchange-traded 
funds based on an international equity index and derivative instruments whose value is based on an 
underlying equity security or basket of equity securities.  The SEI portfolio is diversified as to issuers, market 
capitalization, industry and country.  Certain SEI portfolio sub-advisors use strategies that are designed to 
correlate with a portfolio of international equity securities, but which are composed of derivative instruments 
backed by other types of securities.
Large Cap Equity Strategy - A Russell 1000 index fund.

SEI Investments

Bob Thomas

Job Service Multiple Dec-16 The Fund uses a multi-manager approach to portfolio construction that seeks to generate excess returns (i.e., 
returns in excess of benchmark) and at the same time provide  diversification  by avoiding over- concentration 
in a single investment style, sector or market trend. SEI analysis seeks to identify each manager's competitive 
advantage and characteristics of that advantage that can be monitored on an ongoing basis. Asset allocation 
to a given manager is based on the manager's skill set, the current macro economic environment, and the 
risks inherent in each manager's strategy.

State Street Global 
Advisors

Joe Cadigan

Pension Dom Inv Grade FI Jun-13 This is a commingled index fund that seeks to replicate the risk and return characteristics of the Barclays Long 
Treasury Bond Index.

State Street Global 
Advisors

Joe Cadigan

Insurance

Legacy

Fixed Income

Fixed Income

June-13

April-15

This is a commingled index fund that seeks to replicate the risk and return characteristics of the Barclays 
Government/Credit Bond Index.
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State Street Global 
Advisors

Joe Cadigan

Tobacco Short Term Fixed 
Income

Oct-15 The Strategy is managed using a "passive" or "indexing" investment approach, by which SSgA attempts to 
replicate, before expenses, the performance of the Index. The Strategy will not necessarily own all of the 
securities included in the Index.

The Strategy may attempt to invest in the securities comprising the Index, in the same proportions as they are 
represented in the Index. However, due to the diverse composition of securities in the Index and the fact that 
many of the securities comprising the Index may be unavailable for purchase, it may not be possible for the 
Strategy to purchase some of the securities comprising the Index. In such a case, SSgA will select securities 
for the Strategy comprising a portfolio that SSgA expects will provide a return comparable to that of the Index.

SSgA expects that it will typically seek to replicate index returns for the Portfolio through investments in the 
"cash" markets - actual holdings of debt securities and other instruments - rather than through "notional" or 
"synthetic" positions achieved through the use of derivatives, such as futures contracts or swap transactions 
(except in the unusual case where SSgA believes that use of derivatives is necessary to achieve an exposure 
that is not readily available through the cash markets).

Benchmark
Barclays U.S. 1-3 Year Treasury Bond Index

State Street Global 
Advisors

Joe Cadigan

Tobacco Large Cap Equity 
Ex-Tobacco

Oct-15 The Strategy is managed using a "passive" or "indexing" investment approach, by which SSgA attempts to 
match, before expenses, the performance of the Index. SSgA will typically attempt to invest in the equity 
securities comprising the Index, in approximately the same proportions as they are represented in the Index. 
Equity securities may include common stocks, preferred stocks, depository receipts, or other securities 
convertible into common stock. The Strategy may purchase securities in their initial public offerings ("IPOs"). 
In some cases, it may not be possible or practicable to purchase all of the securities comprising the Index, or 
to hold them in the same weightings as they represent in the Index. In those circumstances, SSgA may 
employ a sampling or optimization technique to construct the portfolio in question.

From time to time securities are added to or removed from the Index. SSgA may sell securities that are 
represented in the Index, or purchase securities that are not yet represented in the Index, prior to or after their 
removal or addition to the Index.

The Strategy may at times purchase or sell index futures contracts, or options on those futures, or engage in 
other transactions involving the use of derivatives, in lieu of investment directly in the securities making up the 
Index or to enhance the Strategy's replication of the Index return. The Strategy's return may not match the 
return of the Index.

Benchmark
S&P 500® ex Tobacco is comprised of the S&P 500® minus tobacco companies. The S&P 500® is comprised 
of approximately 500 leading companies in leading industries of the U.S. market with approximately 75% 
coverage of the U.S. stock market capitalization.
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TIR-Timberland 
Investment Resources

Tom Johnson

Pension Timber Jun-01

Sept-04

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 (from pulpwood to saw timber).  Periodic cash flows are produced from 
thinning and final harvests of the individual timber stands.

Springbank LLC - The investment objective of Springbank is to maximize long-term investment potential.  
TIR will implement four key strategies to attain the objective:
• Formation of a dedicated land management group;
• Intensive timber management to increase timber production;
• Coordination of timber harvesting with land management activities;
• Direct marketing and selective real estate partnerships.

TIR-Timberland 
Investment Resources

Tom Johnson

Insurance Real Assets Oct-08 Eastern Timberland Opportunities Fund - 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.

UBS Global Asset 
Management

Betsy Sanders

Pension Dev. Int'l Fixed Income Jul-89 The non-US fixed income portfolio’s assets may be 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.

Vanguard Group

Mark Miller

Insurance

Legacy

Int'l Equity

Int'l Equity

June-03

Feb-15

Vanguard International Explorer Fund seeks to provide long-term capital appreciation. The fund invests 
primarily in the equity securities of small-capitalization companies located outside the United States that the 
advisor believes offer the potential for capital appreciation. In doing so, 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. 
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Wellington Trust 
Company

Elizabeth O'Hara

Pension Developed Int'l Equity Mar-02 Securities lending is the temporary loan of a security from an institutional investor's portfolio to a broker/dealer 
or dealer bank to support that firm's trading activities. These trading activities include short selling, selling on 
margin or the satisfaction of some other type of transaction. Loaned securities are generally collateralized, 
reducing the lender's credit exposure to the borrower. Except for the right to vote proxies, the lender retains 
entitlement to all the benefits of owning the original securities, including the receipt of dividends and interest. 
Additionally, the lender receives a fee for the use of the securities and can reinvest the collateral. The lender, 
however, bears the market risk of the loaned securities. This is due to the borrower being obligated to 
ultimately return the securities, not the original market value of the securities, at the time the loan was made. 
Lendable securities include U.S. government and agency bonds, U.S. and foreign equities, U.S. corporate and 
Eurobonds, foreign government bonds, asset backed and mortgage backed securities.

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.

Wells Capital 
Management

Stephen Scharre

Insurance

Legacy

Fixed Income

Fixed Income

Apr-02

April-15

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. 
Credit research is a primary driver of our results; however, our process starts with a "top-down" strategy to 
guide decision-making. Security selection is determined by in-depth credit research. We believe in-depth 
knowledge of industries, companies, and their management teams enable us to identify credit trends that can 
lead to investment opportunities. In conjunction with performing rigorous fundamental research, we also apply 
a disciplined relative value framework which helps us determine the optimal position to invest within an 
industry and within an individual issuer's capital structure. 

Western Asset

Susan Signori

Insurance

Legacy

Fixed Income

Fixed Income

Dec-93

April-15

A 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.

Western Asset

Susan Signori

Insurance

Legacy

Real Assets

Real Assets

Oct-09

March-15

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.  These portfolios use 
diversified strategies in seeking to add value while minimizing risk.

The approach is to construct a portfolio primarily of inflation-indexed securities.  Value can be added through 
country selection, term structure, issue selection, duration management and currency management.
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William Blair

Bob Duwa

Pension

Insurance

Legacy

Developed Int'l Equity

International Equity

International Equity

 William Blair invests in a growth-oriented, diversified portfolio that will typically hold between 40-70 securities. 
The firm's investment philosophy is to focus on companies with above-average growth prospects where 
growth can be sustained through leading or franchise positions in terms of proprietary products, marketing 
dominance, or cost/asset base advantage. Portfolio candidates typically have above-average prospective 
growth, evidence of sustainability of future growth, above-average profitability and reinvestment of internal 
capital, and conservative capital structure relative to sector norms. 

The portfolio will be diversified by region and country and may invest up to 2X the MSCI ACWI ex-US IMI 
Index weighting in Emerging Markets securities. In addition, the portfolio will be diversified by sector with no 
individual sector representing over 35.0% based upon market value. The maximum allocation to any one 
security is 5.0% of the portfolio (at market value) and notwithstanding this limitation, no immediate liquidation 
of investments shall be required solely due to changed in market value.



Investment 
Manager Trust Asset Class

Open to 
Close Date Description

AllianceBernstein/
Clifton

Liz Smith

Pension Lg Cap Dom Equity Jun-09 to Oct-10
Capital Returned

The AllianceBernstein Term Asset-Backed Securities Loan Facility ("TALF") Opportunities Fund is a bottom-up research driven 
investment strategy structured to take advantage of the opportunity extended to investors through the TALF. The strategy will 
primarily draw its research from the AllianceBernstein Special Situations Group, which, among other asset classes, covers 
secured credit sensitive securities (e.g., ABS), as well as non-credit sensitive prime residential mortgage securities. For credit 
sensitive securities, credit research is overlaid on structural analyses to develop a complete picture of expected loss content, 
resiliency of cash flows, risk and return. All holdings are closely followed within our proprietary database which contains a time 
series of investment credit metrics, repayment rates, cohort, and originator statistics. 

The TALF Opportunities Fund will invest in a concentrated leveraged portfolio of structured asset securities that are eligible for 
non-recourse lending from the NY Fed TALF. The Fund's goal is to generate high risk-adjusted returns created by the 
dislocations in asset-backed and other securitization markets. The Fund will invest in AAA/Aaa-rated asset-backed securities as 
well as other TALF-eligible securities defined by the NY Fed. The TALF program limits the investment universe to US dollar-
denominated securities whose underlying collateral is primarily based in the United States. Owing to the high credit quality of the 
underlying investments, we expect the majority of the Fund's return to be generated by the income in excess of the TALF loans' 
fees and interest.

The Clifton Group is charged with applying the S&P 500 “beta” exposure for the AllianceBernstein “alpha” exposure. The overall 
goal of the account is to get the return of the S&P 500 index plus an additional alpha amount provided by the TALF fund.

Babson Capital 
Management
                                                                                                                                                                                                                                                                                                                                                                                                                                                                                     
Chad Strean

Legacy Short Term Fixed 
Inc 

Sep-11 to Feb-15
Change of asset 

allocation

Babson was hired to manage the Bank Loans in the former Prudential account.  Their direction is to manage and supervise the 
deliberate liquidation, over time of these holdings.  As securities mature or are sold off the proceeds will be transferred to the 
Active Short Duration Strategy.

Babson Capital 
Management
                                                                                                                                                                                                                                                                                                                                                                                                                                                                                     
Chad Strean

Insurance Short Term Fixed 
Inc

Sep-11 to Apr-17 
Terminated

The investment objective of the Babson Capital's Active Short Duration Strategy 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 driven by client activity.  The portfolio seeks to achieve a high total rate of return primarily from current income while 
minimizing fluctuations in capital values by investing in a well-diversified portfolio of US Government, mortgage-backed, asset 
backed securities and corporate bonds.

The investment team uses proprietary research to conduct value-driven sector rotation and intensive credit and structure 
analysis, while utilizing a dynamic yield curve management process, to construct effective portfolios.  In addition to income, 
primary goals for the Active Short Duration strategy are stability and liquidity.  In meeting these goals, risk is measured by 
perceived or actual changes in credit worthiness, adequate diversification and exposure to potential changes in interest rates.  
Babson Capital explicitly manages the portfolio to minimize these risks and endeavors to add value through security selection 
and portfolio duration structure designed to maximize the risk-return characteristics of the yield curve.

Bank of North Dakota

Tim Porter

Pension

Insurance

Dom Inv Grade FI

Fixed Income

Apr-91 to Apr-12
Changed mandate to 

long treasury

Dec-93 to Apr-13
Terminated

The Bank of North Dakota (BND) manages this fixed income portfolio for the State Investment Board with a passive 
management style designed to replicate the Barclay’s Government/Corporate Bond Index.  In order to accomplish this objective, 
BND utilizes optimization software that allows us to monitor several portfolio and individual security constraints (duration, yield, 
convexity, credit quality and issue size). The portfolio is rebalanced monthly in order to achieve an annualized time-weighted rate 
of return that matches the Barclay’s Gov/Corp Bond Index with a tracking error not more than (+ or -) 30 basis points.    

North Dakota State Investment Board Managers - Closed
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Bank of North Dakota

Tim Porter

Pension Dom Inv Grade FI Apr-12 to Apr-13
Terminated

The Bank of North Dakota (BND) manages this fixed income portfolio for the State Investment Board with a passive 
management style designed to replicate the Barclay’s Long Treasury Index.  In order to accomplish this objective, BND utilizes 
optimization software that allows us to monitor several portfolio and individual security constraints (duration, yield, convexity, 
credit quality and issue size).  The portfolio is rebalanced monthly in order to achieve an annualized time-weighted rate of return 
that matches the Barclay’s Gov/Corp Bond Index with a tracking error not more than (+ or -) 30 basis points.    

Blackfriars Asset 
Management 
(WestAM)

Hugh Hunter

Pension Emerging Markets 
Equity

Mar-06 to Jun-12
Terminated

Blackfriars Asset Management Limited has been appointed by North Dakota State Investment Board to manage a Global 
Emerging Market Equity portfolio.  The fund is invested in the WestAM Group Trust.

Blackfriars strategy is that of a core, active manager with the objective of outperforming the MSCI Emerging Markets index by 
2% over rolling three year periods.  Our investment approach is team-based and focuses on capturing alpha from our top-down 
and bottom-up decisions.  Our country allocation process is primarily driven by a factor model encompassing fundamental 
market and economic factors, whilst stock selection is driven by fundamental research by our internal team of analysts.

Blackfriars Asset Management, at the time of appointment, was called WestLB Asset Management which was owned by 
WestLB AG, a German bank.  Following the creation of a 50:50 joint venture with BNY Mellon in 2006, the company became 
fully owned by BNY Mellon on 31 December 2008 and changed its name to Blackfriars Asset Management Limited.  The 
investment process and investment personnel involved in the management of the portfolio have not changed as a result of the 
change in ownership. 

Brookfield Investment 
Management 
(Hyperion)

Richard Torykian

Insurance Fixed Income Jan-07 to Mar-10
Terminated 

Acct taken over by 
Declaration

The Enhanced MBS investment process begins with a macro-economic assessment of the market. Included in the macro-
economic assessment is the analysis of: the interest rate environment, the phase of the real estate cycle, consumer credit 
trends, recently released or pending economic data, supply and demand relationships, housing prices, and the Mortgage 
Refinancing Index. The analysis and review that occurs at this stage provides the groundwork for establishing the asset 
allocation for our Enhanced MBS Investment Strategy. We then conduct a detailed review of the MBS sub-sectors. We evaluate 
developments in each sector; current offerings; recent transactions and market clearing levels; security types and yield spread 
levels to formulate a relative value outlook. Our research analysts provide fundamental analysis on prepayment speeds, 
borrower credit exposure, geographic diversification, refinancing trends, and the correlation of returns. We then further analyze 
the risks of the various MBS sectors—specifically, the outlook for delinquencies, housing affordability, consumer debt, collateral 
value appreciation, and loss severities. These factors build a larger picture for the appropriate asset allocation for this strategy. 
The asset mix for our Enhanced MBS Investment Strategy is a ratio that may change over time, as opportunities in the sectors 
and sub-sectors are identified. Once the initial allocation mix has been determined, the investment process moves to the security 
selection phase.

The most important component of our Enhanced MBS Investment Strategy is security selection. In short, while the market for 
non-Agency MBS may seem generic, the credit performance from one issue to another varies. Our security selection process 
results from both quantitative and qualitative inputs, as well as the substantial experience of the portfolio managers. Members of 
the investment team, utilizing Hyperion Brookfield’s proprietary analytics, determine the relative strengths of various securities 
based on applicable criteria such as issuer, issue, vintage, credit rating, structure, and geographic exposure.
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Calamos Investments

Meredith French

Pension Dom Inv Grade FI Oct-06 to Mar-12
Terminated 

Mandate changed to 
Global Opportunities

Calamos Advisors LLC manages a convertible mandate for the North Dakota State Investment Board through the Calamos 
Convertible Plus strategy.  The primary objective of the strategy is to achieve high long-term total return through growth and 
income.  The strategy is focused on primarily investing in convertible securities but in addition utilizes both equities and fixed 
income. This enhanced flexibility allows Calamos to better manage the overall risk/reward profile of a convertible mandate.  To 
take advantage of international opportunities, the portfolio will utilize the Calamos International Convertible Group Trust, a 
commingled fund in which we purchase units on behalf of the North Dakota State Investment Board. This commingled fund is 
generally hedged between 70-100% from a currency perspective.  

Calamos Investments

Meredith French

Pension Global Equity Mar-12 to Dec-13
Terminated

The Global Opportunities objective is high long-term total return through capital appreciation and current income.  The Trust 
invests primarily in a global portfolio of equity, convertible and fixed-income securities.  In pursuing the Trust's investment 
objective, the Investment Manager attempts to utilize these different types of securities to strike, in its opinion, the appropriate 
balance between risk and reward in terms of growth and income.

The Investment Manager attempts to keep a consistent balance between risk and reward over the course of different market 
cycles, through various combinations of stock, bonds and/or convertible securities, to achieve what the Investment Manager 
believes to be an appropriate blend for the then-current market.  As the market environment changes, portfolio securities may 
change in an attempt to achieve a relatively consistent risk level over time.  At some points in a market cycle, one type of 
security may make up a substantial portion of the portfolio, while at other times certain securities may have minimal or no 
representation, depending on market conditions.

Callan Associates

Greg Allen

Pension Small Cap Dom 
Equity

May-06 to March-16
Terminated

The investment strategy for the Diversified Alpha Small Cap Equity Fund (“Fund”) is based on two empirical studies. The first 
observed that the average portfolio for a comprehensive universe of active institutional small cap products out-performed the 
Russell 2000 Index in every three-year period since 1984, resulting cumulative out-performance in excess of five percent per 
year over the 20-year period with a tracking error of five percent annualized. The consistency and magnitude of this out-
performance led to Callan’s use of the average institutional small cap portfolio as the target in the Fund’s portfolio construction 
methodology rather than one of the standard small cap indices. The second study observed that the illiquidity of the small cap 
market presents significant structural challenges to managers as they grow in assets under management (“AUM”). These 
challenges resulted in smaller products (in terms of AUM) out-performing their larger counterparts by in excess of three percent 
per year over the observed 20-year period. The consistency and magnitude of this out-performance provided the basis for 
favoring smaller, less capacity-constrained products in the Fund's manager selection methodology.

The Fund’s strategy is implemented through the use of a stratified sampling technique, and it begins with the decomposition of 
Callan’s Total Institutional Small Cap (“TISC”) universe (consisting of over 700 products) into 10 distinct sub-styles, with 
approximately 70-75 products in each sub-style.  After extensive screening, four products from each sub-style are selected 
which, when held in combination, are expected to closely track the performance of each sub-style as a whole.  This process 
results in a total portfolio made up of 40 equity sub-advisors, equally weighted in the Fund’s portfolio, which very closely tracks 
the performance of the average actively managed institutional small cap product (historical tracking error since inception of 
approximately one percent annualized).

Capital Guardian

Michael Bowman

Pension

Insurance

Legacy

Developed Int'l 
Equity

Int'l Equity

Int'l Equity

Mar-92 to May-16
Terminated

Apr-97 to May-16
Terminated

Feb-15 to May-16
Terminated

The Portfolio will invest primarily in equity or equity type securities of companies in developed countries excluding the U.S. 
These equity securities will be listed on a stock exchange or traded in another recognized market and include, but are not limited 
to, common and preferred stocks, securities convertible or exchangeable into common or preferred stock, warrants, rights and 
depository arrangements. The Portfolio may invest in fixed-income securities (including cash or cash equivalents) when market 
conditions warrant. The Portfolio's investments may be denominated in U.S. dollars or in non-U.S. currencies. The Portfolio may 
include securities eligible for resale pursuant to Rule 144A and securities in offerings that are not registered for sale in the U.S. 
but are listed or quoted in the securities' local markets.  Instruments acquired as a result of corporate actions are permitted.
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Clifton Group

Ben Lazarus

Pension Asset Alloc Overlay
Lg Cap, Small Cap, 
Int'l Equity and Dom 

FI

 Nov-08 to Jul-10
Overlay program 

discontinued

By utilizing exchange traded futures contracts, Clifton synthetically maintains North Dakota State Investment Board’s (NDSIB) 
desired exposure to a variety of asset classes.  This synthetic exposure is most often utilized between monthly cash rebalancing 
moves.  Clifton works with NDSIB Staff intermonth and at month end to make sure the economic exposure is between 
prescribed bands.  Futures are purchased or sold to change the portfolio’s effective asset class exposure without liquidating or 
purchasing securities in the cash market.  Subsequent asset class exposure is adjusted by modifying the futures positions while 
the underlying portfolio remains unaffected.

Using exchange traded futures contracts as opposed to physical securities provides NDSIB with:
•  More flexibility and efficiency in moving between asset classes
•  Lower cost for establishing and removing positions
•  Detailed accounting on the performance of the rebalance move

Clifton Group

Ben Lazarus

Pension Developed Int'l 
Equity

Mar-10 to Dec 13 
Terminated

This portfolio replicates the MSCI EAFE index utilizing futures contracts.

Coral Partners
Fund V

Yuval Almog

Pension Private Equity Mar-98 to Dec-12
Capital Returned

Coral Partners V focuses its investments in the healthcare and technology sectors with companies in all stages of growth from 
seed to expansion.  The General Partners believe that achieving strong venture capital returns depends on the ability to create 
enterprises capable of attaining a defensible market leadership position, often by developing new technologies which result in 
either a new market or the restructuring of an existing market; and that the most effective way of accomplishing this objective is 
to exploit industry trends and focus on businesses which are execution intensive and operate on a worldwide scale.  Important 
components of this strategy are: active involvement, industry focus, and portfolio management.

Coral Partners 
Momentum Fund

Yuval Almog

Pension Private Equity 7/1/2002 to June-15
Capital Returned

Coral’s Momentum Fund focuses on opportunities in high growth markets undergoing imminent transitions driven by emerging 
technologies, new business modalities and customer preferences.  Examples include: a) the transition to rich digital media as a 
mass market opportunity; b) the ascendance of ubiquitous telecommunications networks, allowing universal access to voice, 
data and rich content; and c) the transition to the delivery of software-driven applications as a service, creating new software 
based franchises with recurring revenue models.

Coral’s Momentum Fund invests in late stage, technology driven companies the General Partner believes has substantial 
intrinsic momentum.  Companies with intrinsic momentum have early demand related indicators such as accelerating revenues, 
channel build-up, growing product utilization, and expanding customer bases.  The General Partner believes that investing in 
companies at this stage of development mitigates product and technology risk as well as market acceptance risk.

Coral Partners 
Supplemental Fund V

 

Pension Private Equity Aug-01 to Dec-12
Capital Returned

Coral Technology Supplemental Fund V invests in technology portfolio companies of Coral Partners V. 
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Corsair (ND 
Investors)

Michael Poe
Cliff Brokaw

Pension Private Equity Mar-08 to Dec-16
(IPO)

Corsair seeks to earn strong risk-adjusted returns by leveraging the investment team’s knowledge and contacts to identify and 
execute attractive investments in companies in the financial services industry around the world.  Corsair takes control and 
minority positions, either individually or as a lead member of an investor consortium.  Target investments include both privately-
held and public companies, generally via private transactions when the target company loses access to, or has difficulty 
accessing, the public capital markets.  In certain circumstances, the Fund may acquire pools of financial assets or securities, or 
provide financing to a secured pool of assets.

Corsair endeavors to develop a strong relationship and high degree of influence with investee company senior executives and 
key shareholders. In many instances, Corsair obtains Board representation, observer seats, or other types of management 
rights.  Given the complexities of investing in a regulated industry, Corsair’s ability to receive more traditional generalist buyout 
governance rights is often limited, and its ability to influence managerial decisions requires a degree of experience which Corsair 
believes can only be achieved through a long and consistent history of investing in the financial services sector.  Corsair expects 
the Fund to make 10 to 15 investments over its investment period, although there can be no assurances with respect to the 
number of investments that will be made.  Corsair anticipates holding its investments for between three and six years.  In those 
instances where Corsair is part of an investor consortium, Corsair generally endeavors to act as a lead or co-lead investor, as 
was the case in all Corsair III investments.  On select occasions Corsair expects to co-invest with strategic partners that are 
capable of bringing added value to an investment and where the Fund’s exit considerations can be addressed.  Above all, 
Corsair’s value-driven investment style focuses on those investment opportunities in which the Investment Advisor believes that 
a positive discrepancy exists between an asset’s price and its intrinsic value.

DMR (Declaration 
Mgmt & Research) 
Mortgage Opportunity 
Fund

John Pluta

Pension Below Inv Grade FI May-08 to Dec-09
Fund matured/
capital returned

The Fund’s investment strategy is to acquire stressed and distressed mortgage backed securities, primarily non-Agency 
Residential Mortgage Backed Securities ("RMBS"). The return objective of the Fund is to achieve a net IRR in the 12%-20% 
range within a target five year horizon from the acquisition of such securities. The goal is to extract a significant liquidity premium 
(apart from the compensation available for assuming credit risk) using bottom-up security analysis during a period when legacy 
holders of mortgage backed securities are in need of liquidity. Once fully invested, the Fund will be a long-biased investment in 
distressed securities within various sub-sectors of mortgage credit. The focus of the Fund is senior class RMBS backed by 
prime, Alt-A and subprime collateral. Higher allocations are expected to be in prime and Alt-A transactions. Security-specific risk 
will be analyzed at the loan level. The risk analysis links borrower attributes (loan-to-value, credit score, documentation status, 
age of loan, size of loan, etc.) to the borrower’s default and prepayment propensities. Similar borrower attributes are examined 
to estimate recovery rates post default. Risk management at the security level also involves an examination of issue structure, 
waterfall priorities and other structural features which trap or divert cash flow, particularly as it relates to our target asset. It is 
anticipated that the Fund's returns will be earned primarily through cash yield on bonds it acquires at discounted prices and 
through repayment of principal, or partial principal from recoveries on defaulted mortgages, over the holding period of each asset 
in the Fund.
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DMR (Declaration 
Mgmt & Research) 
TALF and ABS 
Fund/Clifton

John Pluta

Pension Lg Cap Dom Equity Aug-09 to Dec-11
Fund matured/capital 

returned

The investment objective of the DMR TALF and ABS Fund is to achieve attractive risk-adjusted returns in the low to mid-teens 
by investing opportunistically in senior classes of Consumer ABS and CMBS. The returns are expected to be achieved primarily 
through cash flow yield from assets acquired and financed using non recourse TALF leverage. The Fund term is expected to be 
relatively short with distributions beginning in July 2010 and most bonds naturally amortizing and maturing within 2-4 years from 
our purchase date.

From a tactical standpoint, we believe the risk/return characteristics of short tenor ABS and CMBS compare favorably to other 
debt sectors. For TALF eligible assets, the low cost, non-recourse borrowing facility is an attractive feature which corporate 
credit, levered loans and high yield cannot access.

The Fund’s primary focus by sub-sector is on TALF-eligible legacy AAA senior CMBS. These assets are trading near par and 
tend to have a solid credit profile. The strategy does not involve stressed or “credit intensive” securities. Rather, we seek to 
execute risk efficient trades by employing non- recourse TALF leverage on lower volatility “par based” assets with high 
confidence in the receipt of coupon cash flow and full repayment of principal. TALF leverage is likely to range at 5x-15x capital 
depending upon the asset. In general, we expect to hold investments to their respective maturity dates, although we have the 
flexibility to sell holdings if spreads tighten. In acquiring assets, we employ a bottom-up analysis and model the structural 
characteristics of each transaction.  DMR has a value orientation in security selection, seeking a margin of safety or cushion 
between base case performance expectations and extreme loss outcomes.

The Clifton Group is charged with applying the S&P 500 “beta” exposure for the Declaration “alpha” exposure. The overall goal 
of the account is to get the return of the S&P 500 index plus an additional alpha amount provided by the TALF fund.

DMR (Declaration 
Mgmt & Research) - 
formerly Hyperion 
Brookfield mortgage 
portfolio

John Pluta

Insurance Fixed Income Feb-10 to May-14
Liquidated and 
moved to TRBF

In this mandate, DMR will assume management of mortgage assets originally acquired by Brookfield (Hyperion) over the period 
2006-2009.  DMR will provide a fresh perspective on the holdings, some of which are credit impaired.  The portfolio 
management services will include loan-level analysis on individual securities and portfolio level risk management of liquidity and 
volatility.

DMR will seek to optimize the risk-return profile of the portfolio.  The performance target of the portfolio is a gross total return of 
1.25% above the return of the Benchmark over a full market cycle.  The Benchmark is the Securitized Portion of Barclays U.S. 
Aggregate Index (ID #5582).

In analyzing portfolio holdings, DMR may produce loss-adjusted cash flow projections on various bonds and/or stress test 
individual assets to identify break points (principal loss).  DMR will evaluate the effect, if any, of government policy such as loan 
modification on portfolio holdings. 

ECM - European 
Credit Mgmt

John (Rusty) Reese

Pension Lg Cap Dom Equity Nov-07 to May-11
Terminated

The investment consists of variable rate notes issued by European Credit (Luxembourg), S.A., and managed by European 
Credit Management Ltd.  The notes represent undivided interests in the issuer, a predominately investment grade European 
credit commingled fund currently rated BBB by Fitch Ratings, and are akin to fund subscriptions.  The return on the investment 
is a combination of the beta of the S&P 500, achieved by means of a total return swap, and the excess return over EURIBOR, 
net of swap costs (if any), generated by the performance of EC(L).  Returns of the investment are substantially hedged back to 
U.S. dollars. 

Epoch Investment 
Partners

Thomas Pernice

Pension Lg Cap Dom Equity Jul-07 to Dec-11
Mandate changed to 

Global Choice

Epoch’s Global Absolute Return strategy seeks to produce superior risk-adjusted returns by building portfolios of businesses 
with outstanding risk/reward profiles without assuming a high degree of capital risk.  We adopt a globally-minded approach, 
seeking to capture the benefits of borderless investing and globalization.  The businesses in which we invest effectively reflects 
the high conviction ideas of the entire range of U.S. and Non-U.S. strategies offered by the firm to be included in this 
concentrated portfolio  We manage portfolio risk exposure through quantitative and qualitative asset allocation inputs to reduce 
the likelihood of loss of capital.  Our goal is to produce a portfolio of 20 – 30 positions that exhibits low volatility, strong risk-
adjusted returns and real absolute returns.  Global Absolute Return will use cash to mitigate downside capture.
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JP Morgan Emerging 
Markets Fund

Jim Sakelaris

Pension Emerging Markets 
Equity

11/1/2005 to 7/31/14       
Terminated

The emphasis of investments in the Emerging Markets Equity Focused Fund is in capital and common stocks, securities 
convertible into capital and common stocks, and other equity investments, all of which involve foreign companies and 
enterprises' located primarily in emerging markets.  In this context, 'Emerging' refers generally to countries outside of the MSCI 
EAFE Universe.

JP Morgan Short 
Term Bond Fund

Jim Sakelaris

Legacy Fund Short Term Fixed Inc Sep-11 to Feb-15
Change of asset 

allocation

The investment objective of the Short Term Bond Fund is to outperform (based on the portfolio's total return, gross of fees) the 
Barclays Capital 1-3 Year Government/Credit Index (the benchmark) while maintaining total return risk similar to that of the 
Benchmark as measured over a market cycle.

LSV Int'l Equity

James Owens, Jr.

Pension Developed Int'l 
Equity

Nov-04 to Jan-13
Changed mandate to 

Global Equity

The objective of our International Large Cap Value strategy is to outperform the MSCI EAFE Index (50% Hedged) 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%.  The 
process used to select stocks is a quantitative approach developed by our founding partners through years of academic 
research on a variety of investment and investor behavior topics.  The process 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 our strict risk parameters to control the portfolio's tracking error relative to the benchmark.  The resulting portfolio 
will be broadly diversified across industry groups and fully invested (cash balances are typically less than 1% of the portfolio).  
LSV weights countries at a neutral weight relative to the benchmark country weights. Initial positions must be in stocks with a 
market capitalization above $500 million.  50% of the portfolio is US dollar hedged.

LSV Large Cap

James Owens, Jr.

Pension Dom Lg Cap Equity Jun-98 to Jan-13
Changed mandate to 

Global Equity

The objective of our 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%.  The process used to select stocks 
is a quantitative approach developed by our founding partners through years of academic research on a variety of investment 
and investor behavior topics.  The process 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 our strict risk parameters to control 
the portfolio's tracking error relative to the benchmark.  The resulting portfolio will be broadly diversified across industry groups 
and fully invested (cash balances are typically less than 1% of the portfolio).  Initial positions must be in stocks with a market 
capitalization above $500 million.

Matlin Patterson 
(Fund I)

Pension Private Equity Jul-02 to Jun-16 Invest globally in the severely discounted securities and obligations of financially distressed companies with the objective of 
obtaining corporate control. Through the Investment Adviser’s active management of the Fund’s investments, the Fund is 
seeking superior risk adjusted returns and is operating globally in a segment of the distressed sector in which it has few 
significant competitors.

Invest globally in the severely discounted securities and obligations of financially distressed companies with the objective of 
obtaining corporate control. Through the Investment Adviser’s active management of the Fund’s investments, the Fund is 
seeking superior risk adjusted returns and is operating globally in a segment of the distressed sector in which it has few 
significant competitors.

Mellon (Franklin 
Portfolio Assoc.)

Pension Lg Cap Dom Equity Sep-06 to Aug-09
Terminated

To achieve superior long term equity market returns through an investment process consisting of two parts:
a)  a market neutral equity strategy with approximately equal dollars invested long and short having the   objective of neutralizing 
the overall movements of the market.  Furthermore, other systematic sources of risk, including industry/sector and capitalization 
effects, will be controlled so that the large portion of portfolio returns comes from individual stock selection.
b)  an equitization strategy using S&P 500 index futures contracts to overlay the performance of the S&P 500 index on the 
market neutral strategy.



Investment 
Manager Trust Asset Class

Open to 
Close Date Description

North Dakota State Investment Board Managers - Closed

NTGI (Northern Trust 
Global Investments) 
Common TIPS Fund

Richard Clark
Jim Aitcheson

Insurance Inflation Protected May-07 to July-10
Terminated

The Corporate Trustee may invest and reinvest in units of common funds maintained by the Corporate Trustee or any affiliate of 
the Corporate Trustee, including, but not limited tom the NTGI-QM Common Daily Treasury Inflation Protected Securities (TIPS) 
Index Fund-Lending.  To meet liquidity needs, the Corporate Trustee may also invest in short term cash investments, including 
shares of money market portfolios, other common funds, or registered investment companies for which the Corporate Trustee or 
an affiliate serves as trustee, custodian or investment advisor.

NTGI (Northern Trust 
Collective Emerging 
Markets Index Fund)

Jason Pasquinelli

Pension Emerging Markets 
Equity

July-12 to July-14 
Terminated

The Northern Trust Collective Emerging Markets Index Fund will be invested primarily in equity securities of business 
enterprises organized and domiciled outside the US or for which the principal trading market is outside the US.

In the Fund, and where applicable with respect to the Fund, the Trustee will employ statistical methods to select securities which 
comprise or will comprise the Index without necessarily buying all the relevant Index equities.  Such securities will be selected, 
acquired, held and liquidated solely on the basis of such methods and not on the basis of any economic, financial, market timing, 
or other analysis.

Securities purchased for the Fund will generally, but not necessarily be traded on a foreign securities exchange.  The Trustee 
may, in its discretion, purchase or sell depository receipts.

The Fund will be rebalanced from time to time in order to minimize the expected or predicted deviation between the performance 
of the Fund and the performance of the relevant Index or to reflect changes in the composition of the Index.

PanAgora Asset 
Mgmt

Lisa Mahoney

Pension Emerging Markets 
Equity

Feb-06 to Dec-13 
Terminated

The Emerging Markets Fund seeks to exceed, in the aggregate, the return of the Morgan Stanley Capital International Emerging 
Markets Index before fees and expenses.  The Emerging Markets fund may be invested in:
• International equity securities including common, preferred and instruments convertible into common or preferred stock for 
those companies which comprise the Benchmark and the Morgan Stanley Capital International Frontier Markets Equity Index.
• American Depository Receipts, Global Depository Receipts, European Depository Receipts
• Exchange traded funds based on the underlying securities in the Benchmark
• Spot and forward currency exchange contracts
• US Treasury bills
• Daily Liquidity Fund
• The maximum investment in companies which comprise the Morgan Stanley Capital International Frontier Markets Equity Index 
will not exceed 10% measured at time of purchase.

PIMCO Distressed 
Senior Credit  
Opportunities 
(DiSCO)
Fund I 

Julie Meggers
Todd Staley
Michael Chandra

Pension Dom Inv Grade FI Jul-08 to Oct-11 
Moved to
Fund II 

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.



Investment 
Manager Trust Asset Class

Open to 
Close Date Description

North Dakota State Investment Board Managers - Closed

PIMCO Distressed 
Mortgage Fund

Julie Meggers
Todd Staley
Michael Chandra

Pension Below Inv Grade FI Oct-07 to May-13 
Capital Returned

The PIMCO Distressed Mortgage Fund is an opportunistic private-equity-style Fund which seeks to capitalize on the historic 
dislocation in the US and global mortgage markets. The Fund invests in mortgage-related securities and loans where PIMCO 
believes the long-term value of the investment is highly attractive relative to current market pricing. Within the universe of 
mortgage-related assets, the Fund will be otherwise unconstrained. The Fund will essentially look to capitalize on forced 
liquidations of mortgage risk from mark-to-market and ratings sensitive investors at historic high yields. 

PIMCO 
Unconstrained Bond 
Fund

Julie Meggers
Todd Staley

Pension Dom Inv Grade FI Mar-12 to Mar-14 
Converted to SMA

The PIMCO Unconstrained Bond Strategy is an absolute return-oriented, investment grade quality fixed income strategy that 
embodies PIMCO's secular thinking, global themes, and integrated investment process without the constraints of a benchmark 
or significant sector/instrument limitations.  The strategy is designed to offer the traditional benefits of a core bond approach - 
capital preservation, liquidity, and diversification - but with higher alpha potential and the opportunity to mitigate downside risk to 
a greater degree than what is reasonably possible from traditional active fixed income management approaches.

Prudential Privest
Peter Taggert

Pension Dom Inv Grade FI Jun-05 to Mar-12
Terminated

The Prudential Privest fixed income account is invested primarily in unsecured privately placed debt securities.

Prudential PruAlpha

Peter Taggert

Pension

Insurance 
(currently 
Budget 

Stabilization 
only)

Dom Lg Cap Equity

Enhanced Cash

Mar-08 to May-12
Redeemed 

out/Terminated

Jul-07 to May-12
Redeemed out/

Terminated

At launch, Pru Alpha was an absolute return strategy investing across multiple sectors of the global fixed income markets.  
There were significant redemptions from Pru Alpha in the wake of the high market volatility in late 2008.  Pru Alpha is currently 
focused on investing in distressed securities in the fixed income markets.

The Pension Trust invested in a feeder fund that allocated a substantial portion of its assets to the Pru Alpha Master Fund and 
invested substantially all of its remaining assets in a replication strategy based on the S&P 500 Total Return Index.  On 
November 26, 2008, the S&P 500 beta overlay was discontinued.  Effective June 1, 2009, the S&P 500 beta overlay was 
reapplied via a separate account that invests in S&P 500 futures in amounts intended to match the market value of the Pension 
Trust's Pru Alpha investment.

The budget stabilization account is an “enhanced cash” portfolio to augment the other components of North Dakota’s budget 
stabilization assets.  This account was originally invested across three components:  Dryden Core Short-Term Bond Fund 
(80%), bank loans (10%), and Pru Alpha (absolute return fund, 10%).   Core Short-Term Bond Fund is an “enhanced cash” 
portfolio that seeks to capture incremental yield from various sectors in the short term portion of the market, with virtually no 
interest rate risk.   Holding assets in the structured product and corporate sectors led to significant underperformance through 
the credit market downturn from 3Q07-1Q09, but the fund has recovered significantly year-to-date 2009.  The bank loan 
component of the portfolio consists of approximately 20-25 individual bank loans managed by PFIM’s high yield/bank loan team.   
The names held in the account are biased towards the higher quality and more liquid names in the bank loan arena.   Pru Alpha 
is an absolute return strategy and is described with the Pension Trust investment above.

On July 28, 2009, $95mm was added to this account.  As a result of discussions with our senior investment team at PFIM and 
Steve Cochrane, it was decided to invest the new assets in short-term corporate bonds (1-3 years).    As of 8/31/09, the account 
is allocated as follows:  Short-term corporates (47%), Dryden Core Short-Term Bond Fund (39%), bank loans (5%), and Pru 
Alpha (4%) and cash (5).



Investment 
Manager Trust Asset Class

Open to 
Close Date Description

North Dakota State Investment Board Managers - Closed

Quantum (Resources)

Brian Borque

Pension Private Equity Oct-06 to Jun-17 Quantum Resources’ investment strategy is to acquire, develop, enhance and exploit mature oil and gas properties in order to 
provide investors with both a current income vehicle with capital appreciation potential and a hedge to other investments through 
long-term exposure to changes in commodity prices. The company will acquire cash flow producing oil and gas properties 
primarily located in North America through asset or corporate purchases. By acquiring properties in a diverse set of mature fields 
with long operating histories, long-lived production characteristics and additional development potential, the company is 
emphasizing a focus on capital preservation and the reinvestment of cash flow into property development or add-on acquisitions. 
Management expects to acquire income streams generated by the production of oil and gas reserves at attractive discount rates 
of future net cash flows.

SEI Investments Pension

Insurance

Dom Small Cap 
Equity

Dom Small Cap 
Equity

Jul-01 to Nov-09
Terminated

Jul-01 to Nov-09 
Terminated

Utilizing multiple SEI Portfolio sub-advisors, the SEI Portfolio invests in common stocks and other equity securities with the goal 
of providing capital appreciation.

SEI Investments

Bob Thomas

Pension (Job 
Service only)

Core Plus Fixed 
Income

Jul-09 to Mar-12
Terminated

A diversified set of lowly correlated alpha sources increase confidence in consistent excess return
-Combination of managers with a broad opportunity sets inclusive of government, credit and structured securities
-Derivatives provide an efficient means of strategy implementation
-Managers have the ability to utilize derivatives to manage duration, yield curve, sector and security strategies to enhance return 
or reduce risk

State Street Global 
Advisors

Kevin Sullivan

Pension Developed Int'l 
Equity

July-92 to Dec-13 
Terminated

SSgA attempts to identify stocks that it believes are undervalued, using detailed investment analysis.  The strategy is normally 
broadly invested among countries and industries.  The investable universe is equity securities of companies outside the United 
States within the market capitalization range of the index.

State Street Global 
Advisors

Pension

Insurance

Dom Lg Cap Equity

Dom Lg Cap Equity

Jul-92 to Jul-09 
Terminated

Oct-96 to July-09
Terminated

Originally hired as S&P 500 Index funds and later re-mandated to 130/30 strategies.

State Street Global 
Advisors

Mar-94 to Jul-09
Terminated

Balanced account consisting of index funds in fixed income, large and small cap and int'l equity.

UBS Global Asset 
Management

Betsy Sanders

Pension Emerging Markets 
Equity

July 05 to Dec 13 
Terminated

Emerging markets equity investments will be confined to the UBS Emerging Markets Equity collective Fund of the UBS Group 
Trust, which is maintained by UBS Global Asset Management Trust Company.  The account’s emerging markets equity 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.

PERS Retiree Health



Investment 
Manager Trust Asset Class

Open to 
Close Date Description

North Dakota State Investment Board Managers - Closed

Wachovia Global 
Securities Lending

John Menard

Pension
Insurance

All asset classes Oct-07 to Jun-11
Terminated when 
acquired by Citi

Securities lending is the temporary loan of a security from an institutional investor's portfolio to a broker/dealer or dealer bank to 
support that firm's trading activities. These trading activities include short selling, selling on margin or the satisfaction of some 
other type of transaction. Loaned securities are generally collateralized, reducing the lender's credit exposure to the borrower. 
Except for the right to vote proxies, the lender retains entitlement to all the benefits of owning the original securities, including 
the receipt of dividends and interest. Additionally, the lender receives a fee for the use of the securities and can reinvest the 
collateral. The lender, however, bears the market risk of the loaned securities. This is due to the borrower being obligated to 
ultimately return the securities, not the original market value of the securities, at the time the loan was made. Lendable securities 
include U.S. government and agency bonds, U.S. and foreign equities, U.S. corporate and Eurobonds, foreign government 
bonds, asset backed and mortgage backed securities

Wells Capital 
Management

Jeff Mellas
Doug Beath

Pension Dom Lg Cap Equity Apr-06 to Mar-10
Terminated

The State of North Dakota's Alpha Capture Portfolio (ACP) is a quantitatively driven global long/short strategy designed to 
exploit mispricing of risk between and within asset classes and market sectors. Core models are utilized in conjunction with the 
management team to identify opportunities between global stock and bond markets. Markets that are designed to focus more 
directly on specialized markets such as commodities and individual market sectors supplement the core models. ACP is 
constructed using instruments such as futures contracts and exchange traded funds (ETFs). The ACP strategy does not 
currently hedge its non-U.S. dollar positions.

Wells/Sutter

Niklas Nordenfelt

Pension Below Inv Grade FI Apr-04 to Mar-10
Terminated

The Sutter High Yield strategy applies a bottom-up fundamental based investment strategy focused on identifying the best risk 
adjusted opportunities in the high yield market. The investment objective is to deliver outperformance with less volatility over a 
market cycle. Documented rationale supports each initial investment in a credit. The team's philosophy and process is grounded 
on the principal of "underwriting the credit as though we are making a direct loan to that company" with a focus on U.S. based 
companies. 

Wells Capital 
Management

Stephen Scharre

Pension Dom Inv Grade FI Nov-98 to Mar-12
Terminated

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. Credit research is a primary driver of 
our results; however, our process starts with a "top-down" strategy to guide decision-making. Security selection is determined by 
in-depth credit research. We believe in-depth knowledge of industries, companies, and their management teams enable us to 
identify credit trends that can lead to investment opportunities. In conjunction with performing rigorous fundamental research, we 
also apply a disciplined relative value framework which helps us determine the optimal position to invest within an industry and 
within an individual issuer's capital structure. 

Western Asset

Derek Fan

Pension Dom Inv Grade FI Oct-09 to Mar-12
Mandate changed to 

MBS

A 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.

Western Asset

Derek Fan

Pension Dom Inv Grade FI Mar-12 to Sep-14 
Terminated

The investment objective for the Western Asset Mortgage-Backed Securities portfolio is to outperform the Barclays Capital US 
Mortgage Backed Securities Index over a three to five year market cycle.  The portfolio is designed to hold high quality assets, 
with at least 90% of the portfolio rated AAA, or the rating of US Treasury or Agency securities, by at least one of the nationally 
recognized statistical rating organizations.



Investment 
Manager Trust Asset Class

Open to 
Close Date Description

North Dakota State Investment Board Managers - Closed

Western Asset Insurance Inflation Protected May-04 to Oct-09
Mandate changed to 

Global TIPS

Western Asset’s US TIPS Full Discretion Composite includes portfolios that employ an active, team-managed investment 
approach around a long-term, value-oriented investment philosophy.  These portfolios use diversified strategies in seeking to 
add value while minimizing risk.

The approach is to construct a well diversified, higher yielding inflation-protected portfolio with a bias towards Treasury Inflation 
Protected Securities.  Exposure to the diversifying sectors (which include credit, global inflation-linked securities and mortgage-
backed securities) may be derived through derivative and forward transactions.  This strategy allows for opportunistic 
investments in high yield, emerging markets, non-dollar securities, commodities and bank loans.

Westridge/WG 
Trading/Clifton

Pension
Pension

Insurance

Dom Lg Cap Equity
Dom Inv Grade FI

Dom Lg Cap Equity

Aug-00 to Apr-11
Jan-08 to Apr-11
Apr-04 to Apr-11 

(Settlement proceeds 
rec'd Apr-11)    

S&P 500 Index Arbitrage Portfolio. Pension Domestic Fixed Income beta portfolio was changed to S&P 500 in November 2008. 
WG Trading was shut down by Federal Regulators in February 2009 and assets are in receivership.
An S&P beta exposure was put on the accounts in July, 2009 by Clifton Group to maintain proper exposure to markets while in 
litigation.
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