
 
 
 
 
 
 
         
                                   
 
 
 

                                Friday, May 17, 2013, 8:30 a.m. 
                               State Capitol, Peace Garden Room 

                              Bismarck, ND  
 

                                AGENDA (Revised) 
 
 
 
 
 

I. CALL TO ORDER AND ACCEPTANCE OF AGENDA  
 
 
II.       ACCEPTANCE OF MINUTES (April 26, 2013) 

 
 

III. INVESTMENTS 
 

A. Calamos (90 min) (to follow) 
B. Pension and Insurance Trust’s Performance Measurement - (enclosed) Mr. Erlendson (45 min) 
C. Bank of ND Update - Ms. Flanagan (10 min) 

 
 

IV. GOVERNANCE 
 

A. Administration 
1. Search Committee Update - Search Committee  
2. Compensation Committee (to follow) 
3. Approval to Use Contingency Funds for Executive Search - Ms. Flanagan 

 

V. MONITORING REPORTS (acceptance needed - questions only) (5 min)   
 

1. Watch List - (enclosed) Mr. Schulz  
 
 

VI. OTHER 
 

 Next SIB Meeting - June 28, 2013, 8:30 a.m. - State Capitol, Peace Garden Room  
SIB Audit Committee meeting - May 17, 2013, 1:00 p.m. - State Capitol, Peace Garden Room 
 
 

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 

APRIL 26, 2013, BOARD MEETING 
 
BOARD MEMBERS PRESENT: Drew Wrigley, Lt. Governor, Chair 
  Mike Sandal, Vice Chair 
  Clarence Corneil, TFFR Board 
     Levi Erdmann, PERS Board 

Lance Gaebe, Land Commissioner 
Mike Gessner, TFFR Board 

     Adam Hamm, Insurance Commissioner 
     Howard Sage, PERS Board  
   Kelly Schmidt, State Treasurer 
 Cindy Ternes, Workforce Safety & Insurance 
  Bob Toso, TFFR Board 
 
STAFF PRESENT:   Connie Flanagan, Fiscal & Investment Officer 
     Bonnie Heit, Office Manager 

Fay Kopp, Interim Executive Director 
Leslie Moszer, Compliance Officer 
Darren Schulz, Interim CIO 
Susan Walcker, Investment Accountant 
 

OTHERS PRESENT:  Weldee Baetsch, former PERS & SIB Trustee 
  Chanakya Chakravarti, JP Morgan 
  Hrushikesh Kar, JP Morgan 
  Jan Murtha, Attorney General’s Office 
  George Ochs, JP Morgan 
  Jim Sakelaris, JP Morgan 
     Dave Thompson, Prairie Public 
      
          
CALL TO ORDER: 
 
Lt. Governor Wrigley called the State Investment Board (SIB) meeting to order at 
8:30 a.m. on Friday, April 26, 2013, at Workforce Safety & Insurance, 1600 E 
Century, Bismarck, ND. 
 
A quorum was present for the purpose of conducting business.  
 
AGENDA: 
 
IT WAS MOVED BY TREASURER SCHMIDT AND SECONDED BY MR. CORNEIL AND CARRIED ON A 
VOICE VOTE TO ACCEPT THE APRIL 26, 2013, AGENDA. 
 
AYES: COMMISSIONER GAEBE, TREASURER SCHMIDT, MR. SANDAL, MR. CORNEIL, MS. TERNES, 
MR. GESSNER, MR. ERDMANN, MR. TOSO, MR. SAGE, AND LT. GOVERNOR WRIGLEY 
NAYS: NONE  
MOTION CARRIED 
ABSENT: COMMISSIONER HAMM 
 
MINUTES: 
 
The minutes were considered from the March 22, 2013, meeting, 
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IT WAS MOVED BY MR. CORNEIL AND SECONDED BY COMMISSIONER GAEBE AND CARRIED ON A 
VOICE VOTE TO ACCEPT THE MARCH 22, 2013, MINUTES AS WRITTEN.  
 
AYES: MR. GESSNER, COMMISSIONER GAEBE, MR. SAGE, MS. TERNES, TREASURER SCHMIDT, 
MR. TOSO, MR. CORNEIL, MR. ERDMANN, MR. SANDAL, AND LT. GOVERNOR WRIGLEY 
NAYS: NONE 
MOTION CARRIED 
ABSENT: COMMISSIONER HAMM 
 
 
EDUCATION: 
 
JP Morgan representatives presented an educational segment on India real estate.  
The Board took no action on the subject matter.    
 
 
INVESTMENTS: 
 
Legacy Fund – Mr. Schulz, Ms. Flanagan, Commissioner Gaebe, Mr. Sage, Ms. Ternes, 
and Treasurer Schmidt attended the Legacy and Budget Stabilization Fund Advisory 
Board (Advisory Board) meeting on April 2, 2013. R.V. Kuhns & Associates, who 
were contracted by the SIB at their September 28, 2012, meeting to conduct a 
comprehensive asset allocation and spending policy analysis on the Legacy Fund, 
presented their findings. After reviewing their options, the Advisory Board 
adopted the following asset allocation mix for the Legacy Fund: 
 
Broad US Equity 30% 
Broad International Equity 20% 
Fixed Income 35% 
Core Real Estate 5% 
Diversified Real Assets 10% 
 
Mr. Schulz and Ms. Flanagan also attended the Advisory Board’s April 25, 2013, 
meeting. Mr. Schulz, at the request of Advisory Board, presented an educational 
segment on investment pooling. R.V. Kuhns recommended the Legacy Fund be pooled 
for cost-savings/efficiencies. The Advisory Board revised their investment policy 
statement to allow pooling of the Legacy Fund with other SIB funds. 
 
The SIB discussed the revisions to the investment policy statement and after 
discussion,   
 
IT WAS MOVED BY TREASURER SCHMIDT AND SECONDED BY MR. SANDAL AND CARRIED ON A 
ROLL CALL VOTE TO ACCEPT THE REVISED INVESTMENT POLICY STATEMENT FOR THE LEGACY 
FUND. 
 
AYES: MR. CORNEIL, MR. ERDMANN, COMMISSIONER GAEBE, MR. GESSNER, COMMISSIONER 
HAMM, MR. SAGE, MR. SANDAL, TREASURER SCHMIDT, MS. TERNES, MR. TOSO, AND LT. 
GOVERNOR WRIGLEY 
NAYS: NONE 
MOTION CARRIED 
 
Mr. Schulz will be working with R.V. Kuhns and Callan Associates to develop a 
work plan to implement the new asset allocation policy and will report back to 
the board. 
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The SIB thanked Mr. Schulz and Ms. Flanagan for working with their client, the 
Advisory Board, to assist them in implementing an investment plan for the Legacy 
Fund.  
 
Bank of North Dakota (BND) – Mr. Schulz stated on April 5, 2013, he requested the 
BND provide information by April 18, 2013, on whether the BND could offer a lower 
investment management fee and also alter their current investment process as a 
result of the discussions that occurred at the March 22, 2013, SIB meeting 
concerning the two passive fixed income mandates currently managed by the BND.  
 
Lt. Governor Wrigley stated he received a letter on April 25, 2013, from the BND 
declining to provide its services under terms that are materially different from 
those it presently offers. BND also proposed the SIB mutually agree to terminate 
their investment management agreement which has been in effect since July 1, 
1989.  
 
IT WAS MOVED BY TREASURER SCHMIDT AND SECONDED BY MR. CORNEIL AND CARRIED ON A 
ROLL CALL VOTE TO BRING BACK TO THE TABLE THE FOLLOWING MOTION FROM THE MARCH 22, 
2013, SIB MEETING,  
 
TREASURER SCHMIDT MOVED AND MR. CORNEIL SECONDED TO TERMINATE BND’S PASSIVE FIXED 
INCOME MANDATES OF $160 MILLION AND TRANSITION THE ASSETS TO STATE STREET. 
 
AYES: TREASURER SCHMIDT, MR. GESSNER, COMMISSIONER HAMM, MS. TERNES, COMMISSIONER 
GAEBE, MR. SAGE, MR. TOSO, MR. SANDAL, MR. ERDMANN, MR. CORNEIL, AND LT. GOVERNOR 
WRIGLEY 
NAYS: NONE 
MOTION CARRIED 
 
Discussion followed on the motion. After discussion, 
 
IT WAS MOVED BY TREASURER SCHMIDT AND SECONDED BY MR. GESSNER TO AMEND THE MOTION 
THAT IS ON THE TABLE TO MUTUALLY AGREE WITH THE BND TO TERMINATE THEIR 
RELATIONSHIP OF THE MANAGEMENT OF THE PASSIVE FIXED INCOME MANDATES OF $160 
MILLION AND TRANSITION THE ASSETS TO STATE STREET. 
 
Discussion followed,  
 
IT WAS MOVED BY MR. ERDMANN TO CALL THE QUESTION WHICH WAS CARRIED ON A ROLL CALL 
VOTE. 
 
AYES: MR. SAGE, MR. SANDAL, MR. CORNEIL, MR. GESSNER, MR. TOSO, MR. ERDMANN, MS. 
TERNES, COMMISSIONER HAMM, COMMISSIONER GAEBE, TREASURER SCHMIDT, AND LT. 
GOVERNOR WRIGLEY 
NAYS: NONE 
MOTION CARRIED 
 
A roll call vote was then taken on the motion to amend the tabled motion,   
 
AYES: MR. ERDMANN, TREASURER SCHMIDT, MR. CORNEIL, COMMISSIONER GAEBE, MR. TOSO, 
MR. SANDAL, COMMISSIONER HAMM, MR. GESSNER, MR. SAGE, MS. TERNES, AND LT. 
GOVERNOR WRIGLEY 
NAYS: NONE 
MOTION CARRIED 
 
A roll call vote was then taken on the following motion,  
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IT WAS MOVED BY TREASURER SCHMIDT AND SECONDED BY MR. GESSNER THAT THE SIB 
MUTALLY AGREES WITH THE BND TO TERMINATE THEIR RELATIONSHIP OF THE MANAGEMENT OF 
THE PASSIVE FIXED INCOME MANDATES OF $160 MILLION AND TRANSITION THE ASSETS TO 
STATE STREET.   
AYES: MS. TERNES, MR. CORNEIL, COMMISSIONER HAMM, TREASURER SCHMIDT, COMMISSIONER 
GAEBE, MR. ERDMANN, MR. TOSO, MR. SANDAL, MR. SAGE, MR. GESSNER, AND LT. GOVERNOR 
WRIGLEY 
NAYS: NONE 
MOTION CARRIED 
 
Mr. Schultz reported that Blackrock Solutions, New York, as a professional 
courtesy, worked with BND and its legal counsel, Mr. Dave Schaibley, Mr. Schulz, 
Ms. Flanagan, and Ms. Murtha, to conduct an analysis of the losses that occurred 
as a result of BND’s delay in transitioning the assets in the Pension Trust from 
a Barclays Capital Government Index mandate to a Barclays Capital Long Treasury 
Index. Blackrock Solutions’ analysis concurred with Mr. Schulz’s and Ms. 
Flanagan’s analysis that a loss of $2.542 million had occurred. All of the other 
entities involved concurred with the analysis and BND will expedite the credit 
based on the loss calculation as soon as possible. 
 
IT WAS MOVED BY MR. SAGE AND SECONDED BY TREASURER SCHMIDT AND CARRIED ON A ROLL 
CALL VOTE TO REMOVE BND FROM THE WATCH LIST AS THE WATCH LIST DOES NOT PERTAIN TO 
THE SIB/BND MATCH LOAN PROGRAM RELATIONSHIP OF $120 MILLION. 
 
AYES: COMMISSIONER HAMM, MS. TERNES, MR. CORNEIL, MR. SANDAL, TREASURER SCHMIDT, 
MR. GESSNER, MR. SAGE, COMMISSIONER GAEBE, MR. TOSO, MR. ERDMANN, AND LT. 
GOVERNOR WRIGLEY 
NAYS: NONE 
MOTION CARRIED 
 
Lt. Governor Wrigley thanked Mr. Schulz and Ms. Flanagan for their credibility in 
making the assessment and also for their leadership and professionalism during 
the discussions. He also thanked Ms. Murtha for her guidance, assistance, and 
professionalism at the front end and throughout all of the discussions and also 
recognized Mr. Dave Schaibley, BND counsel, for his assistance. Lt. Governor 
Wrigley also thanked the BND representatives for their cooperation in reaching an 
amicable result and again expressed gratitude to all parties involved.  
 
The SIB recessed at 10:25 am and reconvened at 10:40 am. 
 
Westridge/WG Trading – Ms. Murtha informed the SIB the Second Circuit Court of 
Appeals affirmed the District Court ruling approving the Receiver’s plan for a 
pro-rata distribution and briefly discussed the court’s analysis. Ms. Flanagan 
indicated that the SIB invested $75.3 million with Westridge/WG Trading on behalf 
of the Pension and Insurance Trusts, and thus far two distributions totaling 
approximately $67.1 million have been received. Ms. Murtha also stated that it 
was her understanding the Receiver was still pursuing clawback actions, which if 
successful, could result in further distributions to the SIB. 
      
 
GOVERNANCE: 
 
Search Committee – Mr. Sandal updated the SIB on the Executive Director/Chief 
Investment Officer search.  
 
An RFP for Executive Recruitment Services was issued on March 6, 2013. The 
deadline for receipt of proposals was March 27, 2013. Six proposals were received 
with three being rejected by State Procurement. Of the three firms reviewed by 
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the sub-set of the Search Committee and State Procurement, none of them brought 
forth the required experience.  
 
The sub-set of the Search Committee revised the mandatory requirements to more 
accurately reflect the criteria needed and instructed State Procurement to 
reissue the RFP. The RFP was reissued on April 4, with proposals due by April 18, 
2013. Six proposals were again received with two being rejected by State 
Procurement. The sub-set of the Search Committee and State Procurement evaluated 
the four remaining firms and a decision was made to award the contract. The sub-
set of the Search Committee will make their recommendation to the full Search 
Committee at its next meeting on April 26, 2013. 
 
Compensation Committee – Ms. Ternes, Chair, Treasurer Schmidt, and Mr. Erdmann, 
serving on the Executive Compensation Review Committee, met on April 23, 2013, 
and issued the following recommendations for the SIB’s consideration: 
 
Issue the Deputy Executive Director a base salary increase of 5% and a temporary  
Interim Executive Director salary increase of 7.5%, effective July 1, 2013.  
 
IT WAS MOVED BY TREASURER SCHMIDT AND SECONDED BY MR. SANDAL AND CARRIED ON A 
ROLL CALL VOTE TO GRANT THE DEPUTY EXECUTIVE DIRECTOR A 5% BASE SALARY INCREASE 
AND A TEMPORARY INTERIM EXECUTIVE DIRECTOR SALARY INCREASE OF 7.5%, EFFECTIVE 
JULY 1, 2013. 
 
AYES: MR. TOSO, TREASURER SCHMIDT, MR. CORNEIL, COMMISSIONER GAEBE, MR. ERDMANN, 
MR. SANDAL, COMMISSIONER HAMM, MR. GESSNER, MR. SAGE, MS. TERNES, AND LT. 
GOVERNOR WRIGLEY 
NAYS: NONE 
MOTION CARRIED 
 
Issue the Deputy Chief Investment Officer a base salary increase of 7%, effective 
July 1, 2013, and also grant a temporary Interim Chief Investment Officer salary 
increase of 20%, retroactive to April 1, 2013, and carried forward and applied to 
the new base salary that is in effect July 1, 2013. 
 
IT WAS MOVED BY MR. ERDMANN AND SECONDED BY TREASURER SCHMIDT AND CARRIED ON A 
ROLL CALL VOTE TO GRANT THE DEPUTY CHIEF INVESTMENT OFFICER A BASE SALARY 
INCREASE OF 7%, EFFECTIVE JULY 1, 2O13, AND A TEMPORARY INTERIM CHIEF INVESTMENT 
OFFICER SALARY INCREASE OF 20%, RETROACTIVE TO APRIL 1, 2013, AND CARRIED FORWARD 
AND APPLIED TO THE NEW BASE SALARY THAT IS IN EFFECT JULY 1, 2013. 
 
AYES: COMMISSIONER HAMM, MS. TERNES, COMMISSIONER GAEBE, MR. GESSNER, MR. SAGE, 
MR. ERDMANN, MR. SANDAL, MR. TOSO, MR. CORNEIL, TREASURER SCHMIDT, AND LT. 
GOVERNOR WRIGLEY 
NAYS: NONE 
MOTION CARRIED 
 
2013-14 Meeting Schedule – A tentative meeting schedule was established for the 
2013-14 fiscal year for the SIB’s consideration. 
 
IT WAS MOVED BY MR. SANDAL AND SECONDED BY MR. CORNEIL AND CARRIED ON A ROLL CALL 
VOTE TO ACCEPT THE TENTATIVE MEETING SCHEDULE. 
 
AYES: MR. GESSNER, COMMISSIONER GAEBE, MR. SAGE, TREASURER SCHMIDT, MR. TOSO, 
COMMISSIONER HAMM, MR. CORNEIL, MR. ERDMANN, MR. SANDAL, MS. TERNES, AND LT. 
GOVERNOR WRIGLEY 
NAYS: NONE 
MOTION CARRIED 
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LEGISLATIVE UPDATE: 
 
Ms. Flanagan provided an update on legislation and reviewed the following bills 
with the SIB; HB 1022 – RIO Budget Bill, HB 1167 – relating to the definition of 
earnings of the Legacy Fund, HB 1249 – relating to the membership of the State 
Investment Board, HB1304 – relating to the divestiture of state investment funds 
in certain companies liable to sanctions under the Iran Sanctions Act of 1996; 
and to provide an expiration date, HB1395 – relating to membership of the Legacy 
and Budget Stabilization Fund Advisory Board, SB2124 - provides for the 
legislative management to study methods to assure that the Legacy Fund provides 
the lasting benefits intended by the voters, and HCR3018 – relating to transfer 
of a portion of the earnings of the Legacy Fund to the Legacy Scholarship Fund. 
 
Ms. Flanagan stated all bills affecting the SIB have now been finalized by both 
the House and Senate.  
 
 
MONITORING REPORTS – The following monitoring reports were presented to the SIB 
for the quarter ending March 31, 2013; Budget/Financial Conditions, Executive 
Limitations/Staff Relations, Investment Program Ends, and Retirement Program 
Ends. A current “Watch List” was also provided for the SIB’s consideration. 
 
IT WAS MOVED BR MR. CORNEIL AND SECONDED BY MS. TERNES AND CARRIED ON A ROLL CALL 
VOTE TO ACCEPT THE MONITORING REPORTS AS PRESENTED. 
 
AYES: MR. CORNEIL, MR. GESSNER, MR. SANDAL, MR. SAGE, MR. ERDMANN, MR. TERNES, 
COMMISSIONER HAMM, COMMISSIONER GAEBE, MR. TOSO, TREASURER SCHMIDT, AND LT. 
GOVERNOR WRIGLEY 
NAYS: NONE 
MOTION CARRIED  
 
 
OTHER: 
 
The next SIB meeting is scheduled for May 17, 2013, at 8:30 am in the Peace 
Garden Room at the State Capitol.  
 
The next Audit Committee meeting is scheduled for May 17, 2013, at 1:00 pm in the 
Peace Garden Room at the State Capitol.  
 
 
ADJOURNMENT: 
 
With no further business to come before the SIB,  Lt. Governor Wrigley adjourned 
the meeting at 11:10 a.m. 
 
___________________________________  
Lt. Governor Wrigley, Chair 
State Investment Board  
 
___________________________________ 
Bonnie Heit 
Assistant to the Board 
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» Firm Update 
 

» Investment Team and Process 
 

» Convertible Market Update 
 

» Portfolio and Performance 
 

» Global Economic Review and Outlook 
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AS OF 3/31/13 
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Firm Overview 

Calamos offers stability, experience and extensive, 
tested resources. 

» Global strategies, global clients, global commitment 

» Headquartered in Chicago metro area, offices in NY and London 

» Publicly listed, employee-owned business 

» Experience dating to the 1970s 

» Total Assets^ of $29.3 billion ($USD)  

» 353 employees*,  63 investment professionals 

 

 
 ^ Total Assets includes assets under management as well as $939 million for which the company provides model portfolio design and oversight.  

*Information is as of 3/31/2013. Total represents full-time employees of the operating subsidiaries of Calamos Asset Management, Inc. Part-time employees and consultants are excluded. 

ASSETS BY STRATEGY (IN USD, MM) 
 

 
Equity  $19,785 

 U.S. Growth $8,027 

 International Growth $1,730 

 Global Growth $665 

 Emerging Economies $531 

 U.S. Opportunities $6,407 

 Global Opportunities $2,346 

             All Cap Value $79 

Convertible   $2,689 

 U.S. Convertible $2,281 

 Global Convertible $408 

High Income  $2,875 

Alternative  $2,668 

Other-Int'l/Global  $944 

Other-U.S.  $303 

TOTAL AUM  $29,264 
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AS OF 3/31/13 

Growth/Convertible Investment Team Members 

GLOBAL CO-CHIEF INVESTMENT OFFICERS 

John P. Calamos, Sr., Chairman, CEO,  Global Co-CIO* 
43 years of industry experience, 36 years at Calamos 

Gary D. Black, EVP, Global Co-CIO* 

21 years of industry experience 

RESEARCH & INVESTMENT TEAM 

 Co-Heads of  Research & Investments 

Jeff Scudieri, CFA, SVP* 
18 years of industry experience 

16 years at Calamos 

Jon Vacko, CFA, SVP* 
21 years of industry experience 

13 years at Calamos 

PORTFOLIO ANALYTICS 

Co-Heads, Portfolio Specialists 

Scott Becker, CFA, SVP 
21 years of industry experience 

10 years at Calamos 

Kristina Kalebich, CFA, SVP 
24 years of industry experience 

3 years at Calamos 

INFRASTRUCTURE & EXECUTION 

Head Trader Head of Risk Management 

Dave Butler, SVP* 
34 years of industry experience 

12 years at Calamos 

John McClenahan, CPA, CFA, SVP 
19 years industry experience  

<1 year at Calamos 

CO-PORTFOLIO 
MANAGERS 

YRS. EXP.  
(YRS. W/ 

FIRM) 

John P. Calamos, Jr. 28 (28) 

Steve Klouda, CFA* 19 (19) 

Chris Hartman 16 (16) 

John Hillenbrand, CPA* 21 (11) 

Dino Dussias, CFA. 17 (17) 

Dave Gallagher, CFA 11 (8) 

Brian Dempsey, CFA 13 (13) 

Tony Onorati  19 (19) 

Kyle Ruge, CFA 9 (7) 

Bob Maul, CFA 9 (7) 

Petra Vacval, CFA 7 (1) 

Jay Stewart, CFA 8 (1) 

Bianca Lynd, CFA 12 (12) 

Jason Hill 10 (9) 

Eric Wills 5 (5) 

Christopher Kuiper 4 (2) 

Giri Krishnan 9 (<1) 

Timothy Tyson 5 (5) 

RESEARCH ANALYSTS 

PORTFOLIO SPECIALISTS 

YRS. EXP. 
(YRS. W/ 

FIRM) 

Scott Henderson, CFA 22 (22) 

Todd Speed, CFA 15 (3) 

Jeffrey Krebs 16 (6) 

Kelly Arensman, CFA, CPA 8 (6) 

TRADING 

YRS. EXP.  
(YRS. W/ 

FIRM) 

Roman Pundur 21 (18) 

Brian Goldman 13 (11) 

Mike Thompson 20 (8) 

Chuck Carmody, CFA 15 (9) 

Joe Mariano 14 (14) 

Mike Januszewski 11 (11) 

Brian Plonka 14 (14) 

Jose Perez 26 (16) 

RISK 
MANAGEMENT & 
CORP. ACTIONS 

YRS. EXP.  
(YRS. W/ 

FIRM) 

John Krasucki  20 (20) 

Jimmy Young, CFA 10 (10) 

*Denotes individual is a member of the Calamos Investment Committee. 

+ RESEARCH ASSOCIATES (8) 
 

CO-PORTFOLIO 
MANAGERS 

YRS. EXP.  
(YRS. W/ 

FIRM) 

Joe Wysocki, CFA 13 (9) 

Dennis Cogan, CFA 12 (8) 

Nick Niziolek, CFA 11 (8) 

David Kalis, CFA 22 (<1) 

SENIOR SECTOR ANALYSTS 
Head of Company & 

Investment Operations 

Derek Olsen, CFA, SVP 
26 years industry 

experience  
12 years at Calamos 
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AS OF 3/31/13 

Investment Committee 
Members 
 
GLOBAL CO-CIOS 
» John P. Calamos, Sr. 
» Gary Black 

 

CO-HEADS OF RESEARCH 
AND INVESTMENTS 
» Jeff Scudieri, CFA 
» Jon Vacko, CFA 

 
CO-PORTFOLIO MANAGERS 
» John Hillenbrand, CPA 
» Steve Klouda, CFA 
» Additional Senior 

Investment Team 
Member (Rotating) 

 
TRADING 
» Dave Butler 
 
PORTFOLIO SPECIALISTS 
» A Senior Portfolio 

Specialist (Rotating) 
 
 
 

The Investment Committee Is Responsible For The Following Functions: 

 
» Establishment of top-down global macroeconomic views 

 

» Discussion of sector, thematic and geographic positioning across strategies 

 

» Oversight of risk management across strategies 

 

» Monitoring and evaluation of investment performance 

 

» Evaluation and recommendation of enhancements to the investment process 

 

Investment Committee 
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Investment Philosophy 

Our Beliefs 

» Entrepreneurial innovation and the transformative powers of global markets determine trends 

and provide investment opportunities. 

» Global trends and economic forces impact discount rates, future growth and overall risk; global 

macroeconomic analysis is therefore essential. 

» Capitalism and economic freedoms are correlated to the standard of living within a country. 

» We conduct capital structure research because events impact at the company level and not only at 

the security level.  

» We can manage risks, not performance. 

 

 

 

10



7758 0313O II 

APPROACH 

» Think like a private 
buyer of the entire 
company 

» Analyze entire capital 
structure to try to 
identify opportunities 
and risks 

» Add value with an 
opportunistic and 
flexible approach 

 

 

 

 

The capital structure research process allows Calamos to offer a range of 
institutional strategies with varying risk postures. 

Investment Approach - Capital Structure Matters 

COMPANY ANALYSIS 
Assess business value 

CAPITAL STRUCTURE ANALYSIS 
Determine security value 

   Common Stock Convertible Securities Corporate Debt 

DEFINE OPPORTUNITY ROLE 

US EQUITY 
U.S. Growth 
Focus Growth 
U.S. Mid Cap Growth 
U.S. Opportunities 

GLOBAL/INTERNATIONAL EQUITY 
Global Growth 
International Growth 
Global Opportunities 
 

EMERGING MARKETS EQUITY 
Emerging Economies 

CONVERTIBLE 
Global Convertible 
U.S. Convertible 

FIXED INCOME 
   High Income 
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Typical Characteristics 

» Equity-sensitive 

Securities 

» Downside Protection 

Features 

» Benefit From Volatility 

 

Convertible Universe*          

 

 

The Market Cycle and Convertible Characteristics 

*Source: BofA Merrill Lynch, All U.S. Convertibles Index (VXA0) 

CURRENT STOCK PRICE 

CURRENT STOCK PRICE 

Distressed Hybrid Characteristics Fixed Income 
Characteristics 

Equity Characteristics 

Convertible Fair Value Price Track 

Investment Value (Bond) 

3/1/2000 18.9% 27.8% 53.3%

2/28/2009 67.4% 20.9% 11.7%

3/31/2013 35.6% 32.2% 32.2%

YIELD ALTERNATIVES  
TOTAL RETURN 
ALTERNATIVES  EQUITY ALTERNATIVES 
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0.7% AAA
10.2%  A

18.1%  BBB

16.9% BB

12.8%  B

5.1%  CCC And 
Below

36.2%  Not Rated

U.S. Convertible Market 

Source: BofA ML Convertible Research, VXA0 Index, VNEW Index 
Credit Quality — Reflects the lower of the ratings of Standard & Poor’s Corporation and Moody’s Investors Service, Inc. and are adjusted to the scale shown. Ratings are relative, subjective and not 
absolute standards of quality. 

SUMMARY STATISTICS 

BOFA ML 
CONVERTIBLE 

NEW ISSUE 
INDEX (VNEW) 

BOFA ML  
CONVERTIBLE  
INDEX (VXA0) 

CONVERTIBLE MARKET ASSETS 
 

Wtd Average Current Yield 2.9% 3.1%

Wtd Average Convers ion Premium 34.4% 49.2%

Wtd Average Investment Premium 34.2% 65.3%

Wtd Average Qual i ty Rating BB BB+

CONVERTIBLE ISSUANCE 
 

$127.9 

$166.0 
$154.7 

$218.3 $212.0 

$292.8 $289.4 

$262.8 

$282.0 

$313.1 

$177.4 

$220.9 
$231.9 

$185.6 
$194.1 

$207.1 

$50.00 

$100.00 

$150.00 

$200.00 

$250.00 

$300.00 

$350.00 

1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 YTD 2013

Coupon Conv. Bonds LYONs & Zeros Traditional Preferred Mandatory Preferred

CREDIT QUALITY 

$35.2 
$38.9 

$60.8 

$106.4 

$55.4 

$87.6 

$48.6 

$39.4 

$70.8 

$95.5 

$58.3 

$37.2 $34.4 

$23.3 $20.6 

$8.3 

$-

$20.00 

$40.00 

$60.00 

$80.00 

$100.00 

$120.00 

1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 YTD 2013

Coupon Conv. Bonds LYONs & Zeros Traditional Preferred Mandatory Preferred

$
 B

il
li

o
n

s 

14



AS OF 3/31/13 

4200  0313Q II 

Average Current Yield 2.6%

Average Convers ion Premium 38.7%

Average Investment Premium 23.1%

Average Qual i ty Rating BB+

3.6% AAA
12.1% AA

9.9%  A

17.8%  BBB

12.6% BB
9.5%  B

2.4%  CCC And 
Below

32.1%  Not Rated

Global Convertible Market 

Past performance is no guarantee of future results. *Convertible Market size is represented by the sum of the market capitalization of the Bofa Merrill Lynch regional convertible indices. 
Source: BofA ML Convertible Research, G300 Index. 
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AS OF 3/31/13 

Opportunities in Global Convertibles 

 

 
GLOBAL CONVERTIBLE ISSUANCE ($ BILLION) 

YTD issuance is off to the 
strongest start since 2008. 

» Year to date global issuance is off to the strongest start since 2008, including $8.5 bil in the U.S. market 

» Continue to find opportunities, with about one-third of U.S. convertible universe demonstrating a balance of 
equity-and credit sensitivity (“hybrid” or “total return” convertibles) 

» Convertible securities may be particularly well positioned during periods of upward moving, volatile equity 
markets 

» We are closely monitoring trends in retirement and redemption activity 

 

 

 

 

 

Source: BofA Merrill Lynch. Past performance is no guarantee of future results. Convertible Securities Risk — The value of a convertible security is influenced by changes in interest rates, with 
investment value declining as interest rates increase and increasing as interest rates decline. The credit standing of the issuer and other factors also may have an effect on the convertible security’s 
investment value. 
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Media 2.4

Transportation 1.7

Uti l i ties 1.4

Global Convertible Market 

Past performance is no guarantee of future results.  
Source: BofA ML Convertible Research - G300 Index. Regional performance represents returns of the G300 Index regional sub-indices. 

REGIONAL PERFORMANCE YTD 
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Global Convertible Market Performance by Credit Quality  

RETURNS FOR THE BofA ML GLOBAL 300 CONVERTIBLE INDEX BY CREDIT QUALITY TIERS: 2008-YTD 2013 

 

Credit Quality Tiers — Reflects the higher of the ratings of Standard & Poor's Corporation; Moody's Investors Service, Inc.; Fitch, Inc. and National Association of Insurance Commissioners 
(NAIC) and are adjusted to the scale shown. Ratings are relative, subjective and not absolute standards of quality. Performance data quoted represents past performance, which is no 
guarantee of future results. Current performance may be lower or higher than the performance quoted. Unmanaged index returns assume reinvestment of any and all distributions and do not 
reflect fees, expenses or sales changes. Investors cannot invest directly in an index. Performance shown for the BofA Merrill Lynch Global Convertible Index. 
Source: Calamos Advisors, LLC. 
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North Dakota State Investment Board
Global Opportunities Portfolio and Performance
As of 04/30/2013
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Relationship and Strategy Overview 

Relationship Overview: 
» North Dakota State Investment Board – Inception Date: October 2006 
» North Dakota State Investment Board - Global Opportunities Inception Date: March 2012 
» Strategy Name: Calamos Global Opportunities Group Trust 
» AUM as of 4/30/13: $55 Million 
» Relationship Manager Contacts: 

• Greg Kuhl, CFA – SVP,  Head of Global Client Relationship Management 
 Phone: 630.245.8379 | Email: gkuhl@calamos.com  
• Craig Mauri, CFA , CAIA – SVP, Co-Head of Global Institutional Distribution 
 Phone: 630.245.6773 | Email: cmauri@calamos.com  
 

 
Calamos Global Opportunities Strategy Overview: 
» Strategy Inception: 1996 
» Benchmark: MSCI ACWI or MSCI World Index 
» Assets in Strategy^: $2.3 Billion (3/31/13) 
» A lower volatility, global equity strategy that seeks to outperform the benchmark over a full market cycle, while 

managing downside volatility and risk. 

 

^ Strategy AUM reflects all assets that are currently being managed (collectively) under the Calamos Global Opportunities Strategy.  20

mailto:gkuhl@calamos.com�
mailto:cmauri@calamos.com�


AS OF 3/31/13 

4016 0313Q II 

Managing Risk over Market Cycles: 
Global Opportunities Strategy versus Global Equity Market 
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Past performance is no guarantee of future results. Current performance may be lower or higher than the performance quoted. The principal value and return of an 
investment will fluctuate so that your shares, when redeemed, may be worth more or less than their original cost. For the most recent strategy performance information 
visit www.calamos.com. Index data shown is from 10/1/96, since comparative index data is available only for full monthly periods. Logarithmic scales can be useful when 
looking at performance data over a long period of time. Common percent changes are represented by an equal spacing between the numbers in the scale. For example, the 
distance between $1 and $2 is equal to the distance between $2 and $4 because both scenarios represent a 100% increase in price. Source: Mellon Analytical Solutions LLC. 
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Managing Risk over Market Cycles: 
Global Opportunities Strategy versus Global Equity Market 

» The Global Opportunities Strategy seeks equity-like performance over full market cycles while reducing 
equity-market risk. 

 

» During rising MSCI World Index markets, the strategy delivered: 

• 126% of upside during Tech Bull Market (strategy inception October 1996 to March 2000) 

• 95% of upside during recovery (April 2003 to October 2007) after Internet Bubble Crash 

• 83% of upside during recovery (March 2009 to March 2013) after Financial Crisis 

 

» During down periods in the MSCI World Index, the strategy has limited losses to: 

• 27% of downside during Internet Bubble Crash (April 2000 to March 2003) 

• 78% of downside during Financial Crisis (November 2007 to February 2009) 

 

» Since the October 1996 strategy inception, the portfolio has outperformed the equity benchmark with a 
beta of 0.72 and an annualized alpha (or risk adjusted return) of 4.74% versus the MSCI World Index. 

 

22



Calamos Global Opportunities Strategy 

2012 Summary: 
» The strategy's more conservative positioning included layers of defensive positioning: 

• Focus on investments in gold metals and mining companies within materials 
• Underweight exposure to the Financials sector 
• Focus on higher grade convertibles  
• Within convertibles lower delta exposure 
• Use of sovereign debt exposure 

 
» The strategy held up as expected during the down market periods in the year, as we have proven to do 

historically.  Nevertheless, the strategy did not capture as much equity upside as we would have anticipated, 
lagging the index during strong up market periods. 
 

Repositioning the portfolio reflecting our more constructive outlook: 
» Reducing our gold metal and mining companies exposure 

 
» Adding to our Financials exposure 

 
» Reducing sovereign debt exposure 

 
» Looking to add more equity sensitivity to convertibles 
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AS OF 04/30/2013

Annualized Returns

0%

10%

20%

1-Year 3-Year 5-Year Since Inception

6.53

17.41

4.89

9.64

4.08

6.54

4.37

5.98

n North Dakota State Investment Board (Gross of Fees)
n MSCI World Index*

Past performance is no guarantee of future results. Please see last page for important disclosure information.
Actual returns will be reduced by advisory fees and other expenses including custody, brokerage, and other service fees. Please see Calamos Advisors Form ADV Part 2A for standard fee structure.
Unless otherwise noted, all returns are based in U.S. Dollars.
*This benchmark performance reflects historical index changes. Please see the Important Disclosure Information section for a timeline of when index changes occurred.
Since Inception performance is computed from the first day of the month following portfolio inception when compared against a benchmark.
The portfolio’s performance since the inception date of 10/5/06 is shown in the Important Disclosure Information section.
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AS OF 04/30/2013
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4.88

11.35
6.83

15.28

-4.02 -5.18

11.25

16.77

35.72

49.12

-26.93

-35.67

8.65
4.53

2.51 2.36

n North Dakota State Investment Board (Gross of Fees)
n MSCI World Index*

Past performance is no guarantee of future results. Please see last page for important disclosure information.
Actual returns will be reduced by advisory fees and other expenses including custody, brokerage, and other service fees. Please see Calamos Advisors Form ADV Part 2A for standard fee structure.
Unless otherwise noted, all returns are based in U.S. Dollars.
*This benchmark performance reflects historical index changes. Please see the Important Disclosure Information section for a timeline of when index changes occurred.
^Represents the partial year return computed from the first day of the month following portfolio inception to 12/31/2006 when compared against a benchmark.

Calendar Year Returns
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AS OF 04/30/2013

Rolling 3-Year Annualized Returns

0%

10%

20%

3 Years to
April 30, 2013

3 Years to
April 30, 2012

3 Years to
April 30, 2011

3 Years to
April 30, 2010

4.89

9.64

11.43

17.12

6.56 6.47

2.39

1.00

n North Dakota State Investment Board (Gross of Fees)
nMSCI World Index*

Past performance is no guarantee of future results. Please see last page for important disclosure information.
Actual returns will be reduced by advisory fees and other expenses including custody, brokerage, and other service fees. Please see Calamos Advisors Form ADV Part 2A for standard fee structure.
Unless otherwise noted, all returns are based in U.S. Dollars.
*This benchmark performance reflects historical index changes. Please see the Important Disclosure Information section for a timeline of when index changes occurred.
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Calamos Global Opportunities Strategy in Down Quarters 

» Since inception, the Calamos Global Opportunities Strategy has generated positive excess returns in 17 of 23 down quarters for the 
MSCI World Index.  
 

» The strategy has generated average excess returns of 359 basis points, gross of fees, since inception during quarters when the 
market recorded negative returns. 

 
   COMPOSITES EXCESS RETURNS DURING NEGATIVE QUARTERS VERSUS THE MSCI WORLD INDEX (IN USD) 

 

 

 

Source: Calamos Investments, Mellon Analytical Solutions, LLC. 
 Past performance is no guarantee of future results. Returns are excess returns. Returns during some of the quarters shown were negative. Excess returns are calculated from 
gross of fee returns. Inception 10/1/1996.  
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AS OF 04/30/2013

Sector Allocation

SECTOR WEIGHTINGS
NORTH DAKOTA

STATE INVESTMENT
BOARD MSCI WORLD INDEX

Information Technology 25.86% 11.49%

Health Care 16.98% 11.19%

Financials 11.08% 20.88%

Energy 9.74% 9.76%

Consumer Staples 7.88% 11.02%

Consumer Discretionary 7.87% 11.41%

Industrials 6.89% 10.76%

Materials 3.33% 5.99%

Telecommunication Services 2.41% 3.93%

Utilities 1.32% 3.57%

-20% -10% 0% 10% 20%

-2.25

-1.52

-2.66

-3.87

-3.54

-3.14

-0.02

-9.80

5.79

14.37

Statistics based on percentage of invested portfolio and are subject to change.
Sector weightings exclude any government/sovereign bonds or options on broad market indexes the portfolio may hold.

UNDERWEIGHT OVERWEIGHT
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AS OF 04/30/2013

Portfolio Characteristics and Holdings

Statistics based on percentage of invested portfolio and are subject to change.

TEN LARGEST HOLDINGS
SECURITY/
TYPE SECTOR

PORTFOLIO
WTG.

NOVO-NORDISK AS - B SHARES
Common Stock

Health Care 5.01%

SAP AG
Common Stock

Information Technology 4.99%

SWATCH GROUP AG
Common Stock

Consumer Discretionary 4.54%

COCA-COLA CO
Common Stock

Consumer Staples 3.28%

TEMASEK(STANDARD CHARTERED)
Cv 0.0000%  DUE 10/24/2014

Financials 3.02%

DEUTSCHE POST AG
Cv 0.6000%  DUE 12/06/2019

Industrials 2.88%

QUALCOMM INC
Common Stock

Information Technology 2.38%

EBAY INC
Common Stock

Information Technology 2.25%

TAIWAN SEMI MFG CO LTD
Common Stock

Information Technology 2.22%

SCHLUMBERGER LTD
Common Stock

Energy 2.11%

Ten largest holdings exclude cash or cash equivalents, any government/sovereign bonds or instruments on
broad market indexes the portfolio may hold.

CHARACTERISTICS
NORTH DAKOTA

STATE INVESTMENT
BOARD MSCI WORLD INDEX

# of Holdings 92 1,606

ROIC 18.8% 14.5%

Debt/Capital 24.6% 37.6%

PEG Ratio (1 Yr Forward) 1.4x 1.7x

MARKET CAPITALIZATION OF EQUITIES
NORTH DAKOTA

STATE INVESTMENT
BOARD MSCI WORLD INDEX

>$64bil 67.49% 40.53%

>$19bil<=$64bil 26.40% 31.84%

>$6bil<=$19bil 5.28% 22.55%

>$2bil<=$6bil 0.83% 5.01%

<=$2bil 0.00% 0.07%

Median Mkt Cap ($mil) 72,321 9,681

Wtd. Avg. Mkt Cap ($mil) 98,619 82,427
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Geographic Distribution
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42.56%

27.92%

42.47%

56.28%

13.77%
15.40%

0.92% 0.21% 0.28% 0.03% 0.00% 0.16%

SUMMARY
NORTH DAKOTA

STATE INVESTMENT
BOARD MSCI WORLD INDEX

# of Countries Invested In 19 32

Developed Markets 92.11% 99.96%

Emerging Markets 7.89% 0.04%

LARGEST COUNTRY WEIGHTS
NORTH DAKOTA

STATE INVESTMENT
BOARD MSCI WORLD INDEX

United States 38.56% 52.06%

Germany 8.96% 3.48%

Switzerland 6.19% 4.42%

United Kingdom 6.17% 8.14%

Sweden 6.07% 1.34%

Excludes cash weighting. Companies are classified geographically according to their country of domicile.

REGIONAL ALLOCATIONS

n North Dakota State Investment Board
nMSCI World Index
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Calamos Global Opportunities Strategy - Geographic Distribution 

REGIONAL DISTRIBUTION OF HOLDINGS AND REVENUE 

Source: Calamos Advisors, LLC, and Bloomberg.  

Region of Sales calculation excludes sales denoted in Bloomberg as “unassigned”. Unassigned represented  13.0% of sales that could not be identified to one of the specific regions cited.  
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AS OF 04/30/2013

Risk/Reward Analysis

RISK/REWARD STATISTICS
ANNUALIZED SINCE INCEPTION1

NORTH DAKOTA
STATE INVESTMENT

BOARD MSCI WORLD INDEX*

Excess Return† (Gross) -1.60% N/A

Alpha -0.44% N/A

Beta 0.79 1.00

Annualized Std. Deviation 12.52% 15.16%

Upside Semi-Variance 6.09 8.51

Downside Semi-Variance 6.98 10.74

Sharpe Ratio 0.25 0.32

Information Ratio -0.33 N/A

Sortino Ratio 0.34 0.42 0%

20%

40%

60%

80%

Upside Capture Downside Capture

72.08

80.00

SINCE INCEPTION UP/DOWN CAPTURE VS
MSCI WORLD INDEX*

Past performance is no guarantee of future results. Please see last page for important disclosure information.
†Returns shown are excess returns. Actual returns for the periods shown may have been negative.
Actual returns will be reduced by advisory fees and other expenses including custody, brokerage, and other service fees. Please see Calamos Advisors Form ADV Part 2A for standard fee structure.
Unless otherwise noted, all returns are based in U.S. Dollars.
*This benchmark performance reflects historical index changes. Please see the Important Disclosure Information section page for a timeline of when index changes occurred.
1Since Inception statistics are computed from the first day of the month following the portfolio’s inception on 10/05/2006 when compared against a benchmark.
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Global Economic Review and Outlook 
!ǇǊƛƭ 2013 

The opinions referenced are as of the date of the publication, are subject to change due to changes in the market or economic conditions, and may not necessarily come to pass. Information  
contained herein is for informational purposes only and should not be considered investment advice. Past performance is no guarantee of future results. 

NOT FDIC INSURED | MAY LOSE VALUE NO BANK GUARANTEE 33
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AS OF 3/31/13 

Global Outlook:  Cautiously Optimistic 

 

» Supported by accommodative policy, we  
expect global recovery to continue at 
measured pace 

 

» U.S. and EMs look positioned to lead 

 

» Caution stemming from potential impact of 
macro events (sequestration, euro zone 
tension) 

 

» Watching for signs of continued slowdown 
in earnings growth 

 

» Secular growth in emerging markets creates 
opportunities for companies in both 
developed and developing markets 

 

» Political uncertainty, uneven pace of 
recovery will lead to choppiness in financial 
markets 

 

 
 

 

 

Source: World Bank, 2012-2014 World Bank estimates. 

Past performance is no guarantee of future results. 
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AS OF 3/31/13 

United States: Measured Growth 

 

 

 

» Slow, steady recovery continues 

 

» Sustained housing market, rising equity values 
contribute to wealth effect, which is spilling 
over to other sectors 

 

» Sequestration could temper GDP growth in 
2H2013 

 

 

Source: Bloomberg and ECRI. The ECRI Weekly Leading Index is a measure of leading economic indicators. Past performance is no guarantee of future results. 
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AS OF 3/31/13 

United States: Less QE, a  Positive for the Markets 

 

 

 

 

» End of QE3 and a return to more typical 
lending environment: a positive for economic 
growth 

• Large companies and capital markets 
have benefitted from artificially low 
borrowing costs 

• However, low absolute yields provide 
banks little incentive to small 
businesses  

• Fed intervention has contributed to 
market distortions  

 

» The  Fed has latitude and clearly understands 
the need to act carefully and deliberately 

 

 

Source: Bureau of Labor Statistics, Federal Reserve and Bloomberg. Past performance is no guarantee of future results. 
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AS OF 3/31/13 

Euro Zone Progress Continues, Headwinds Remain 

» Perseverance by euro zone members to 
remain united has reduced tail risk of break 
up 

 

» Austerity-bailout cycle has not proven to be 
the solution for growth 

 

» Unemployment and manufacturing PMI 
underscore challenges 

 

» Capital goes where it is treated best; taxes 
are not the answer 

 

» Economic freedoms and reasonable 
regulation create environment for growth 

 

» Governments should focus on how to 
harness the contributions of a well-
educated younger demographic 

EUROPE PMI DATA DISCOURAGING 

Source: Eurostat (unemployment) and Bloomberg (PMI).  Past performance is no guarantee of future results. PMI- Purchasing Managers Index- An indicator of the economic health of the  
manufacturing sector. The PMI index is based on five major indicators: new orders, inventory levels, production, supplier deliveries and the employment environment. A PMI of more than 50 
represents expansion of the manufacturing sector, compared to the previous month. A reading under 50 represents a contraction, while a reading at 50 indicates no change. 
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AS OF 3/31/13 

Emerging Markets: Still a Source of Global Growth 

» Despite slight slowdown in EMs in Q1 (due 
to concerns over vulnerability to events in 
Europe), we believe EMs will continue to 
contribute to global expansion   

 
» Strong EM balance sheets provide flexibility 

in managing policy 

 
» Economic growth targets remain 

competitive relative to developed markets 
 

» China well positioned to achieve growth 
targets: business confidence on upswing 
and Manufacturing PMI data still showing 
mild expansion 

GLOBAL GDP GROWTH  
(Percent, quarter over quarter, annualized)  

Source: IMF staff estimates, IMF World Economic Outlook Update 01-23-13. Gray portion in chart above is estimated. Past performance is no guarantee of future results. 
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AS OF 3/31/13 

Japan: Turning a Corner?  

» Aggressive steps taken to reverse 
decades of deflation and economic 
stagflation 

 

» Bank of Japan has embarked on an 
unprecedented plan to double the 
money in circulation  

 

» Government has targeted an inflation 
rate of 2% 

 

» Liquidity injections should be more 
than enough to restart the economy 

 

» Equity prices may already reflect the 
impact of  ”Abenomics” 

 

 

 

 

JAPAN M2 MONEY SUPPLY AND CPI, 1980-2013 

Source:  Federal Reserve Bank of St. Louis. Past performance is no guarantee of future results. M2- A category within the money supply that includes M1 in addition to all time-related deposits, 
savings deposits, and non-institutional money-market  funds. M2 is a broader classification of money than M1. Economists use M2 when looking to quantify the amount of money in circulation and 
trying to explain different economic monetary conditions.  
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AS OF 3/31/13 

Investment Opportunities: Equities, Convertibles, Higher-Quality High Income 

Calamos Believes:  
 

Stocks Look Cheap 

» Valuations for equities are compelling by many measures 

» U.S. growth equities are especially attractive, on the basis of free cash flow yields relative to Treasurys, and 

forward P/Es relative to the broad market 

» Multi-national companies remain particularly attractive given their ability to go where capital is treated best 

and to participate in a broader range of secular growth themes   

 

The Case for Defensive Equity and Enhanced Fixed Income Strategies Remains Strong 

» Despite our constructive outlook on equities, markets may correct from recent heights 

» Convertibles have historically performed well during periods of volatile, upwardly moving equity markets 

» More resilient to interest rate increases, yields are compelling relative to government bonds 

» Convertible issuance is supported by economic growth; 2013 off to a good start globally 

 

Fixed Income Allocation: Corporates over Treasurys 

» We  continue to find attractive risk/reward characteristics among mid-grade credits 

» Against the backdrop of continued recovery, we see increased opportunities in a broader range of credit tiers 

» Conservative duration management remains prudent 

 
Past performance is no guarantee of future results. P/E- A valuation ratio of a company's current  share price compared to its per-share earnings. 
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AS OF 3/31/13 

Attractive Valuations for Growth Equities 

» Equity valuations are in the lowest 20% 
over the past 60 years (as measured by 
earnings yield less inflation), but 
margins and cash flow ROICs are near 
historic highs 

 

» Free-cash flow yields of growth equities 
versus 10-year Treasury yields show 
levels more attractive than those over 
most of the past 60 years (left) 

 

» On a P/E valuation basis, growth 
equities relative to the S&P 500 Index 
are well below average 

 

 

 

 

 

Sources: Standard & Poor’s, Corporate Reports, Federal Reserve Board, Empirical Research Partners Analysis. Past performance is no guarantee of future results. ROIC- Return on Invested Capital- 
A calculation used to assess a company's efficiency at allocating the capital under its control to profitable investments. The return on invested capital measure gives a sense of how well a company 
is using its money to generate returns.  
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Investment Process 

Investment candidates emerge from the intersection of our top-down and bottom-up analysis. Each security is further vetted 
within the context of the portfolio. Ongoing monitoring and risk management seeks to ensure the appropriate risk/reward 
parameters are maintained.  

TOP-DOWN 
CONSIDERATIONS 

» Global macro analysis 
» Industry and sector 
» Thematic 
» Region and country 
» Risk posture 
 
 

INVESTMENT 
CANDIDATES 

PORTFOLIO  
CONSTRUCTION 

CONSIDERATIONS 

PORTFOLIO ONGOING MONITORING/ 
RISK MANAGEMENT 

 

BOTTOM-UP 
CONSIDERATIONS 

» Credit analysis 
» Fundamental analysis 
» Quantitative Analysis 
» Risk/Reward 

 

CONSISTENCY WITH  
TOP-DOWN 
PERSPECTIVE 
 
DIVERSIFICATION 
» Themes 
» Sectors 
» Countries 
» Number of holdings 
» Position size 

» Scenario analysis 
» Risk/reward 
» Attribution analysis 
» Liquidity analysis 
» Portfolio characteristics 
» Guideline compliance 
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Top-Down Framework - Global Macroeconomic Analysis 

We monitor macro policies and developments 
that may affect capital movement around the 
world and, therefore, investment 
opportunities. 
 
Global Macroeconomic Analysis Includes: 

» Global GDP 

» Volatility 

» Interest Rate Environment 

» Monetary/Fiscal Policy 

» Labor Markets 

» Sector/Industry 

» Global Economic Freedoms (changes at 

the margin) 

 

 

Used with permission of the Heritage Foundation, Washington, D.C. Use of this chart does not indicate an endorsement of Calamos Investments or its products.  

Sources: Terry Miller and Kim R. Holmes, 2011 Index of Economic Freedom (Washington, D.C.: The Heritage Foundation and Dow Jones & Company, Inc., 2011), at www.heritage.org/index; 
World Bank Group, World Development Indicators Online, at http://publications.worldbank.org/WDI/ (November 5, 2010); International Monetary Fund, World Economic Outlook 
Databases, at  http://www.imf.org/external/ns/cs.aspx?id=28 (November 5, 2010). 

 

ECONOMIC FREEDOMS ARE CORRELATED TO PER CAPITA GDP 
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Current Positioning 

 
GLOBAL BRANDS 

» Brand recognition 

» Global management 
expertise 

» Global distribution 

» Global capital access 

 

GEOGRAPHIC REVENUE 
DIVERSIFICATION 

» Focusing on companies 
that have globally 
diversified  revenue 
generation 

» Reduce G3 exposure 

» Target EM middle class 

 

CONSUMER CONNECTIVITY  
AND MEDIA 

» Entertainment technology 

 

BUSINESS PRODUCTIVITY 
ENHANCEMENT TECHNOLOGIES 

» Software companies 

» Data warehousing 

» Cloud computing 

 

 

We Identify Growth Themes That We Expected To Drive Growth 
 And Create Investment Opportunities 
 

SECULAR THEMES:  Long-term trends that drive growth for decades to come in a particular 

sector or industry. We believe that these themes provide a tailwind for select companies. 

» World starved for entertainment and information 

» Accessibility to data and information 

» Worldwide marketplace 

» Demographic shift: middle class evolution globally 

» Global savings and investment shifts 

» Productivity enhancements 

» Global infrastructure build 

 

CYCLICAL THEMES:  Themes tied to the general business cycle. These themes are shorter in 

duration but can provide shorter-term opportunities. 

» Emerging economies vs. developed markets 

• Diverging  economic landscapes 

• Opposing policies 

 

Top-Down Framework: Secular and Cyclical Themes 
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Bottom-Up Security Selection 

Determining the Source and Sustainability of Growth 

 QUANTITATIVE SCREENING 

 Growth Metrics 

 Timeliness Factors 

 Valuation Bands 

 Credit Metrics 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

FUNDAMENTAL ANALYSIS 
 Capital Structure Analysis 

» Cash flow/ROIC analysis 

» Balance sheet analysis 

» Capital evaluation 

 
Qualitative Assessment  

» Management analysis 

» Competitive analysis 

» Industry dynamics 

» SWOT analysis 

 

Determine Intrinsic Value 

» Based on implied CFROIC 

» Pro forma analysis 

» Industry impact 

» Historical peer analysis 

 
Relative Valuation 

» Risk/reward analysis 

» Historical analysis 

» Expected returns 

 

 

LIFE CYCLE OF A BUSINESS’ VALUE 
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Sell Discipline 

FUNDAMENTAL 
» Balance sheet deteriorates, financial flexibility lost 
» Management changes, negative news develops 
» Better relative opportunity in sector or industry exists 
» Industry or competitor problems arise 

VALUATION 
» Relative ROIC, revenue or earnings growth decelerate 
» Expectations for operating margins, revenue or  

earnings fall short 
» Security price is well above sustainable growth level 

SELL CANDIDATE 
» Formulate exit strategy 
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AS OF 12/31/12 

-3.46% 

-2.38% 

-1.00% 

-0.53% 

-0.36% 

-0.28% 

-0.13% 

-0.06% 

0.12% 

0.25% 

-5.00% -4.00% -3.00% -2.00% -1.00% 0.00% 1.00% 2.00% 3.00% 4.00% 5.00% 

Materials 

Financials 

Consumer Staples 

Consumer Discretionary 

Telecommunication Services 

Industrials 

Information Technology 

Energy 

Utilities 

Health Care 

 
2012 Attribution 
Relative to the MSCI World Index** 

Detractors           Contributors Sector 

Past performance is no guarantee of future results.  Please see the back page for important disclosure information. 
Attribution data excludes cash or cash equivalents, any government/sovereign bonds or instruments on broad market indexes the portfolio may hold. 
Sector performance reflects the period 01/01/12 through 12/31/12. 
**Benchmark performance reflects the current benchmark, MSCI World Index, regardless of historical index changes. 

Total Contribution (Security Selection + Sector Allocation) 
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AS OF 12/31/12 
 
2012 Position Attribution 

Top 5 Contributors Sector Weight %* Return Contribution 

SAP AG Information Technology 4.71% 53.34% 204 bps 

Novo-Nordisk AS Health Care 4.89% 42.96% 204 bps 

Swatch Group Consumer Discretionary 3.57% 36.04% 95 bps 

Gilead Science Inc. Health Care 0.55% 48.98% 63 bps 

Diageo PLC. Consumer Staples 1.45% 36.82% 47 bps 

Top 5 Detractors Sector Weight %* Return Contribution 

Newcrest Mining LTD.  Materials 1.91% -23.15% -48 bps 

Barrick Gold Corp. Materials 0.00% -23.96% -41 bps 

Check Point Software Tech Information Technology 0.00% -21.64% -24 bps 

Dell Inc. Information Technology 0.00% -35.72% -22 bps 

Helmerich & Payne Inc.  Energy 0.00% -27.36% -18 bps 

Past performance is no guarantee of future results. Please see the back page for important disclosure information. 
Attribution data excludes cash or cash equivalents, any government/sovereign bonds or instruments on broad market indexes the portfolio may hold. Ending portfolio weights as of 
12/31/12. Positions may or may not have been held for the entire time frame of 01/01/2012 to 12/31/12. Return and contribution amounts are based on the period securities were held.  
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AS OF 04/30/13 

-1.51% 

-0.74% 

-0.61% 

-0.57% 

-0.51% 

-0.51% 

-0.28% 

-0.23% 

-0.16% 

-0.05% 

-2.00% -1.50% -1.00% -0.50% 0.00% 0.50% 1.00% 1.50% 2.00% 

Information Technology 

Health Care 

Energy 

Materials 

Financials 

Consumer Discretionary 

Consumer Staples 

Telecommunication Services 

Industrials 

Utilities 

 
YTD Attribution 
Relative to the MSCI World Index** 

Detractors           Contributors Sector 

Past performance is no guarantee of future results.  Please see the back page for important disclosure information. 
Attribution data excludes cash or cash equivalents, any government/sovereign bonds or instruments on broad market indexes the portfolio may hold. 
Sector performance reflects the period 01/01/2013 through 04/30/2013. 
**Benchmark performance reflects the current benchmark, MSCI World Index, regardless of historical index changes. 

Total Contribution (Security Selection + Sector Allocation) 
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AS OF 04/30/13 
 
YTD Position Attribution 

Top 5 Contributors Sector Weight %* Return Contribution 

Swatch Group Consumer Discretionary 4.04% 13.77% 57 bps 

Novo-Nordisk AS Health Care 4.46% 10.51% 50 bps 

Coca-Cola Co. Consumer Staples 2.92% 17.62% 49 bps 

Accenture Information Technology 1.87% 23.75% 42 bps 

Johnson & Johnson Health Care 1.67% 22.56% 37 bps 

Top 5 Detractors Sector Weight %* Return Contribution 

Yamana Gold Materials 0.00% -32.73% -48 bps 

Hon Hai Precision Industry Information Technology 1.12% -16.49% -22 bps 

Goldcorp Inc. Materials 1.77% -6.05% -12 bps 

Subsea Sa. Energy 1.20% -7.68% -11bps 

Infosys Ltd. Information Technology 0.36% -18.68% -08 bps 

Past performance is no guarantee of future results. Please see the back page for important disclosure information. 
Attribution data excludes cash or cash equivalents, any government/sovereign bonds or instruments on broad market indexes the portfolio may hold. Ending portfolio weights as of 
04/30/13. Positions may or may not have been held for the entire time frame of 01/01/13 to 04/30/13. Return and contribution amounts are based on the period securities were held.  
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15602 0413Q R 

Important Risk Information 

Before investing carefully consider the fund's investment objectives, risks, charges and expenses. Please see the prospectus and summary prospectus containing this and 
other information or call 1-800-582-6959. Read it carefully before investing. 

 

The S&P 500 Index is considered generally representative of the U.S. equity market. The MSCI World ex-U.S. Index is a market capitalization weighted index composed of 
companies representative of the market structure of developed market countries in North America (excluding the U.S.), Europe and Asia Pacific regions. The MSCI Emerging 
Markets Index is a free float adjusted market capitalization index cited as a measure of the performance of emerging market equities. MSCI Europe Index is a market 
capitalization weighted index composed of companies representative of the market structure of Europe. The BofA Merrill Lynch VXA0 Index is considered generally 
representative of the U.S. convertible market. The Credit Suisse High Yield Index is considered generally representative of the U.S. high yield market. The Dow Jones 
Industrial Average is a price-weighted average of 30 blue-chip stocks that are generally the leaders in their industry. 
 
This material is distributed for informational purposes only. The information contained herein is based on internal research derived from various sources and does not 
purport to be statements of all material facts relating to the information mentioned, and while not guaranteed as to the accuracy or completeness, has been obtained from 
sources we believe to be reliable. 
 
Outside the U.S., this presentation is directed only at professional/sophisticated investors and it is for their exclusive use and information. This document should not be 
shown to or given to retail investors. 
 
Investments in overseas markets pose special risks, including currency fluctuation and political risks, and greater volatility than typically associated with U.S. investments. 
These risks are generally intensified for investments in emerging markets. 
 
The price of equity securities may rise or fall because of changes in the broad market or changes in a company’s financial condition, sometimes rapidly or unpredictably. 
These price movements may result from factors affecting individual companies, sectors or industries. 
 
Fixed income securities are subject to interest rate risk. If rates increase, the value of fixed income investments generally declines. 
 
 

NOT FDIC INSURED. MAY LOSE VALUE. NO BANK GUARANTEE. 
 

Calamos Investments LLC 
2020 Calamos Court | Naperville, IL 60563-2787 
800.582.6959 | calamos.com | caminfo@calamos.com 
 

Calamos Financial Services LLC, Distributor 
2020 Calamos Court | Naperville, IL 60563-2787 
800.582.6959 | calamos.com | caminfo@calamos.com 
 

 
 © 2013 Calamos Investments LLC. All Rights Reserved. Calamos® and Calamos Investments® are registered trademarks of Calamos Investments LLC.  

Past performance is no guarantee of future results. 
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Calamos Global Opportunities Composite 

Composite Performance: Global Opportunities Composite (October 1, 1996 Through December 31, 2011) 
 

 

 

 

 

 

 

 

 

 

 

Schedule Of Composite Performance 
Calamos Advisors LLC (the “Firm”) claims compliance with the Global Investment Performance Standards (GIPS®) and has prepared and presented this report in compliance with the GIPS standards. The 
Firm has been independently verified for the periods January 1, 1991 through December 31, 2010. Verification assesses whether (1) the firm has complied with all the composite construction 
requirements of the GIPS standards on a firm-wide basis and (2) the firm’s policies and procedures are designed to calculate and present performance in compliance with the GIPS standards.  The 
Calamos Global Opportunities Composite has been examined for the periods October 1, 1996 through December 31, 2010.  The verification and examination reports are available upon request by calling 
877-841-0098 or sending an email to caminfo@calamos.com.  

The Firm is a registered investment advisor with the Securities Exchange Commission under the Investment Advisors Act of 1940.  The Firm manages a variety of equity and fixed income strategies and 
open- and closed-end mutual funds primarily for institutional, sub-advisory and high net worth individuals. Effective October 15, 2004, Calamos Asset Management, Inc., an Illinois corporation, was 
merged with and into Calamos Advisors LLC, a Delaware limited liability company.  Calamos Advisors LLC is a wholly-owned subsidiary of Calamos Investments LLC, a Delaware limited liability company. 
Calamos Investments LLC  was formerly known as Calamos Holdings LLC, that name change was effective August 17, 2011. In September 2012, Gary Black replaced Nick Calamos as Co-Global CIO of the 
Firm. The Firm’s list of composite descriptions, as well as information regarding the firm’s policies for valuing investments, calculating performance, and preparing compliant presentations, are available 
upon request. 

 

THREE YEAR ANNUALIZED  
STANDARD DEVIATION 

YEAR 

COMPOSITE RETURN 
BEFORE 

MANAGEMENT FEES 

COMPOSITE 
RETURN AFTER 

MANAGEMENT FEES 
MSCI ACWI 

INDEX RETURN COMPOSITE 
MSCI ACWI 

INDEX 
TOTAL COMPOSITE ASSETS  
END OF PERIOD (MILLIONS) 

# OF 
CLIENTS DISPERSION 

COMPOSITE 
ASSETS AS % OF 

FIRM ASSETS 
1996* 5.1 4.8 4.2 - - 3 1 - 0.2 

1997 20.7 19.5 15.0 - - 5 1 - 0.2 

1998 16.4 15.2 22.0 - - 7 1 - 0.2 

1999 50.1 48.7 26.8 15.9 15.5 12 1 - 0.3 

2000 (4.1) (5.1) (13.9) 17.1 16.2 16 1 - 0.3 

2001 (5.3) (6.3) (15.9) 15.4 15.6 16 1 - 0.2 

2002 (3.7) (4.7) (19.0) 11.5 16.8 36 1 - 0.3 

2003 24.7 23.5 34.6 9.0 17.6 116 1 - 0.5 

2004 10.4 9.3 15.8 8.4 14.8 308 1 - 0.8 

2005 20.7 19.6 11.4 7.9 9.9 573 2 - 1.3 

2006 17.3 16.2 21.5 7.8 8.1 1,011 5 - 2.3 

2007 15.6 14.6 12.2 8.7 8.6 1,558 10 0.18 3.4 

2008 (34.5) (35.1) (41.8) 15.8 18.0 1,073 25 0.85 4.6 

2009 34.3 33.1 35.4 18.0 22.4 1,609 25 1.40 4.9 

2010 16.4 15.4 13.2 18.5 24.5 2,572 27 1.15 7.3 

2011 (1.1) (1.9) (6.9) 13.4 20.6 2,923 32 0.30 9.0 

*Returns are for October 1, 1996 through December 31, 1996 
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Calamos Global Opportunities Composite 

Schedule Of Composite Performance 
Calamos Global Opportunities Composite is an actively managed strategy that invests in a globally diversified portfolio of equity, convertible and fixed-income securities, which equal emphasis on capital 
appreciation and current income.  The Composite was created February 16, 2006, calculated with an inception date of October 1, 1996. Results include all fully discretionary,  fee-paying accounts of 
$500,000 or more, including those no longer with the Firm. Past performance is no guarantee of future results.  

1. Composite constituent accounts may periodically purchase and sell options, which may be used for risk management and portfolio diversification purposes. The risks associated with this strategy 
may (1) be reduced if security holdings do not correlate to the performance of the underlying positions, (2) lose all or part of the cash paid for purchasing options, (3) reduce the effectiveness of 
the option strategies in unusual market conditions, (4) result in a lack of ready market of any particular option, (5) not reduce portfolio volatility to the extent desired, and (6) may result in an 
increased exposure to a market decline due to reduction in option holdings. 

2. Composite constituent accounts may periodically invest in foreign countries.  There can be special risks associated with investing in foreign securities, including fluctuations in currency exchange 
rates, increased price volatility and difficulty obtaining information.  In addition, emerging markets may present additional risk due to potential for greater economic and political instability in less 
developed countries.  Forward currency hedges may be used to limit or reduce exposure in a foreign currency. 

3. Composite constituent accounts may periodically invest in futures contracts. Security futures are not suitable for all investors. Investing in security futures involves substantial risk. A purchase or 
sale of a futures contract may result in losses in excess of the amount invested in the futures contract.  In addition, there are significant differences between the securities and futures markets 
that could result in an imperfect correlation between the markets, causing a given transaction not to achieve its objectives. 

4. Composite constituent accounts may sell securities short to enhance income and protect against market risk by hedging a portion of equity risk.  There can be no assurance that a portfolio will be 
able to close out a short position (i.e. purchase the same securities) at any particular time or at an acceptable or advantageous price. 

5. The Composite is valued at least monthly and is asset weighted using beginning-of-the-month market values. Monthly returns are geometrically linked to calculate quarterly and annual returns. 
New accounts are included once fully invested.  Beginning August 1, 2011, substantially all portfolio returns are calculated based on daily valuation. Prior to August 1, 2011, monthly rates of return 
for all accounts were computed using the Modified Dietz method in which changes in beginning and end of month total portfolio values are adjusted to reflect the amount of time contributions 
and withdrawals (“Cash Flows") were available to invest during the month. Cash flows are time-weighted based on the date of occurrence. 

6. Investments in mutual funds are stated at fair value based on end of day published net asset values. Investments in securities traded on a national securities exchange are stated at the last 
reported sales price on the day of valuation. Other securities, including derivatives, traded in the over-the-counter market and listed securities for which no sale was reported on that date are 
stated at the last quoted bid price.  Convertible bonds and other securities for which quotations are not readily available are valued at fair value based on observable inputs such as market prices 
for similar instruments as validated by third party pricing agencies.  Investment transactions are recorded on a trade date basis.  Interest income is accrued and dividend income is recognized on 
ex-date.  Valuations are computed and returns are based on U.S. dollars. Additional information regarding policies for calculating and reporting returns is available upon request. 

7. Returns are presented gross and net of management fees. All returns cited are net of commission and other similar fees charged on securities transactions and include reinvestment of net realized 
gains, interest and dividend income. Gross returns exclude the impact of investment advisory fees. A client’s actual return will be reduced by investment advisory fees  and other costs such as 
brokerage commissions and equivalents, markups and markdowns, transaction fees, custodial fees, transfer taxes, wire transfer fees, and other fees and taxes charged to brokerage accounts and 
securities transactions, which are unrelated to the investment advisory fee. Net returns include the impact of investment advisory fees and are calculated based upon the underlying fee schedule 
in effect for the each respective portfolio included in the composite.  Fees are calculated separately for each portfolio, and therefore, performance may differ from one portfolio to another. The 
standard investment advisory fee schedule is as follows: 1.00% on the first $10 million; 0.85% on the next $15 million; 0.70% on the next $25 million;  0.65% on the next $50 million;  and 0.60% on 
the balance. The affect of fees and expenses on performance will vary with the relative size of the fee and account performance. Advisory fees are described in Form ADV Part 2A.  

8. Composite dispersion represents the asset-weighted standard deviation of annual returns of all accounts that were included in the composite for a full calendar year. This calculation is made only 
for composites with more than five accounts. The calculation determines the deviation of each return from the asset-weighted mean value of the composite member returns. 

9. Three-year annualized ex-post standard deviation for both the composite and benchmark measures how widely the actual returns over the period were dispersed from the average return over 
the same period. This statistic is not presented for those periods where a trailing three year performance record is unavailable. 

10. On 12/31/12, the assigned composite benchmark was changed from the MSCI World Index to the MSCI All Country World Index (ACWI). The MSCI World Index is a free float-adjusted market 
capitalization weighted index that is designed to measure the equity market performance of developed markets.  The MSCI ACWI is a free float-adjusted market capitalization weighted index that 
is designed to measure the equity market performance of developed and emerging markets.  This change was made to better reflect the investment universe of portfolios within the composite.  
Unmanaged index returns assume reinvestment of any and all distributions and do not reflect fees, expenses or sales charges. Investors cannot invest directly in an index.  

11. The results portrayed on the preceding pages are for the Calamos Global Opportunities Composite. When shown, representative portfolio holdings and portfolio characteristics are specific only to 
the portfolio shown at that point in time. Representative portfolios are selected by the advisor based on account characteristics that the advisor feels accurately represents the investment 
strategy as a whole. Other portfolios in the Composite will vary in composition, characteristics, and will experience different investment results.  
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AS OF 04/30/2013

Calendar Year Returns

YEAR
NORTH DAKOTA STATE INVESTMENT BOARD

GROSS OF FEES
NORTH DAKOTA STATE INVESTMENT BOARD

NET OF FEES MSCI WORLD INDEX*

2013 YTD 4.88% 4.65% 11.35%
2012 6.83% 6.04% 15.28%
2011 -4.02% -4.72% -5.18%
2010 11.25% 10.46% 16.77%
2009 35.72% 34.76% 49.12%
2008 -26.93% -27.45% -35.67%
2007 8.65% 7.90% 4.53%
2006^ 2.51% 2.39% 2.36%

Past performance is no guarantee of future results. Please see last page for important disclosure information.
Actual returns will be reduced by advisory fees and other expenses including custody, brokerage, and other service fees. Please see Calamos Advisors Form ADV Part 2A for standard fee structure.
Unless otherwise noted, all returns are based in U.S. Dollars.
*This benchmark performance reflects historical index changes. Please see the Important Disclosure Information section for a timeline of when index changes occurred.
^Represents the partial year return computed from the first day of the month following portfolio inception to 12/31/2006 when compared against a benchmark.
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AS OF 04/30/2013

Important Disclosure Information

Past performance is no guarantee of future results.
Since Inception performance is computed from the first day of the month following portfolio inception when compared against a benchmark. The portfolio’s gross performance since
the inception date of 10/05/2006 is 4.73%. Returns greater than 12 months are annualized. Actual returns will be reduced by advisory fees and other expenses including custody,
brokerage, and other service fees. Please see Calamos Advisors Form ADV Part 2A for standard fee structure.

The BofA Merrill Lynch All US Convertible Index (VXA0) is comprised of only convertible bonds and preferreds of all qualities.

The MSCI World Index is a market capitalization weighted index composed of companies representative of the market structure of Developed Market countries in North America,
Europe, and the Asia/Pacific Region.

Unmanaged index returns assume reinvestment of any and all distributions and do not reflect fees, expenses or sales charges. Investors cannot invest directly in an index.

Benchmark history applicable to the current reporting period is shown below:

BENCHMARK TYPE FROM TO BENCHMARK NAME

Primary 10/31/2006 02/29/2012 BofA ML VXA0 - Convertibles Index
Primary 03/01/2012 04/30/2013 MSCI World Index

Source: Calamos Advisors LLC and Mellon Analytical Solutions LLC.
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March 31, 2013

North Dakota State Investment

Board Pension Funds

Investment Measurement Service
Quarterly Review

The following report was prepared by Callan Associates Inc. ("CAI") using information from sources that include the following: fund trustee(s); fund
custodian(s); investment manager(s); CAI computer software; CAI investment manager and fund sponsor database; third party data vendors; and other outside
sources as directed by the client. CAI assumes no responsibility for the accuracy or completeness of the information provided, or methodologies employed, by
any information providers external to CAI. Reasonable care has been taken to assure the accuracy of the CAI database and computer software. In preparing
the following report, CAI has not reviewed the risks of individual security holdings or the compliance/non-compliance of individual security holdings with
investment policies and guidelines of a fund sponsor, nor has it assumed any responsibility to do so. Copyright 2013 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
domestic equity manager database.

Range of Separate Account Manager Returns by Asset Class
One Quarter Ended March 31, 2013
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(65)

(36)
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(41)
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10th Percentile 14.29 7.13 2.73 (0.51) 3.94 0.26
25th Percentile 12.88 5.51 0.77 (2.32) 3.00 0.18

Median 11.36 4.55 0.29 (3.47) 2.35 0.08
75th Percentile 9.98 3.70 0.06 (3.81) 1.49 0.06
90th Percentile 8.23 2.79 (0.40) (4.70) 0.86 0.03

Index 10.61 5.13 (0.12) (3.82) 2.57 0.02
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Index 13.96 11.25 3.77 (2.16) 10.52 0.12
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Domestic Equity
Active Management Overview

Active vs. the Index
Active managers were strong out of the gate in 2013, finishing the 1st quarter with double digit returns for virtually all
domestic equity style groups. On the small cap front, active managers beat their respective indices across the style group
spectrum.  Small cap value managers outperformed by the widest margin.  On the large cap side, results were mixed with
active managers falling short of their respective index for large cap growth but large core and large value managers
outpaced their respective indices by a modest margin.

Large Cap vs. Small Cap
Small cap outpaced larger cap for the 1st quarter with the exception of small value which trailed large value by just a few
basis points. The S&P 600 Index returned 11.81%, outpacing the S&P 500 by over 100bps.  Mid cap was again the winner
with a strong 13.45% return for the S&P Mid Cap Index for the quarter.   For the one year period ending March 31, 2013,
S&P Mid Cap finished on top with a return of 17.83%, followed by the small cap index S&P 600 (+16.14%) and finally the
S&P 500 came in at 13.96%.

With a few exceptions, active managers were able to outpace their respective indices for the 1st quarter, although results
were reversed for the one year period ending March 31, 2013, where active managers largely trailed their indices.  For the
recent quarter, the active manager style group standouts were small cap broad and small cap growth with the median return
for the small cap broad style (+12.95%) well ahead of the S&P 600 (+11.81%) and the small cap growth style (median
+13.09%) outpacing its index (+11.92%) as well.  Across the large cap style spectrum, the median large cap growth manager
(+9.12%) trailed the S&P 500 Growth by a few basis points, yet large core and large value managers outperformed their
respective indices by a few basis points.  Mid cap proved to be a tough space for active managers with the median mid cap
broad manager returning 12.39% vs. 13.45% for the S&P Mid Cap Index.  For the one year period ending March 31, 2013,
active equity managers fell short of their indices across the market cap and style spectrums with few exceptions; the widest
gap was between mid cap broad managers (median +14.41%) and the S&P Mid Cap Index (+17.83%).

Growth vs. Value
With respect to style, value outpaced growth within large cap while small cap growth slightly led small cap value for the 1st
quarter.  The strongest index performer between large cap and small cap was large cap value (S&P 500 Value +11.97%)
and S&P 500 Growth was the laggard with a return of 9.33%. The differential between growth and value indices within small
cap was a mere 23 basis points; active managers posted similar results as the indices in terms of dispersion between growth
and value.  For the one year period, value outperformed growth by a wide margin across the board. The clear winner among
the large and small indices was the S&P 600 Value Index with a return of 16.98%.  While the dispersion between growth and
value was fairly wide across large cap and small cap indices, the gap was more pronounced among active managers.  Within
small cap, value managers outperformed growth managers by 560 basis points and, within large cap, value managers
outperformed their growth counterparts by a staggering 834 basis points.

Separate Account Style Group Median Returns
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Domestic Fixed Income
Active Management Overview

Active vs. Passive
Yields on US Treasuries rose for the second consecutive quarter, reaching an 11-month high in early March on the back of a
stronger-than-expected labor market report.  The 10-year US Treasury began the quarter at 1.78% and hit an intra-quarter
high of 2.08% before dropping 21 bps as the bailout in Cyprus and political turmoil in Italy provided a bid for safe haven
assets.  Investment grade corporates (Barclays Corporate Index: -0.1%) and mortgages (Barclays Mortgage Index: -0.1%)
performed in line with US Treasuries and, thus, the broad Barclays Aggregate Index was also down 0.1% for the quarter.
The notable exception to these uninspiring results was high yield, which posted robust results in spite of mixed flows during
the quarter.  The Barclays High Yield Index returned 2.9% with the lower quality tiers of the market generally performing
best.  Leveraged loans also performed well with indices up more than 2% amid very strong flows into that space.  For the
quarter ended March 31, 2013, the median core bond manager returned 0.13%, outperforming the Barclays Aggregate Index
by 25 bps.

Intermediate vs. Long Duration
Longer duration managers underperformed intermediate duration managers in the 1st quarter as the yield curve steepened.
Long term interest rates rose 15 bps during the quarter while intermediate yields rose more modestly.  For the quarter, the
median Extended Maturity manager returned -1.57% versus the median Intermediate manager’s return of 0.31%.
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International Equity
Active Management Overview

Active vs. the Index
Foreign equities trailed their US counterparts for the 1st quarter of 2013, with moderate results across the board save strong
performance from Japan.  MSCI Pacific (+9.74%) was the strongest performer while MSCI Emerging Markets (-1.57%)
tumbled.  Active non-US managers posted low-mid single digit returns across the various regions (Europe, Core International
and Pacific Basin) although Japan (median +12.28%) rallied meaningfully while emerging markets managers (median
+0.19%) couldn’t keep pace. For the year ending March 31, 2013, MSCI Pacific (+12.85%) posted the strongest results
among the non-US indices and the European region (median +12.91%) had the strongest showing among active managers.

Europe
For the recent quarter, Europe outperformed emerging markets but trailed performance out of Pacific Basin and notably
Japan.  MSCI Europe returned 2.71% for the 1st quarter and active Europe-only managers bested that with a median return
of 3.39%.  For the one year period ending March, 31, 2013, Europe was the top performer (median +12.91%) among active
international managers while the MSCI Europe Index (+10.56%) trailed results from MSCI EAFE and MSCI Pacific.

Pacific
The MSCI Pacific Index posted a 9.74% return for the 1st quarter.  The median of the active Pacific Basin style group fell far
short of the index with a return of 6.19%. Japan was the standout with an impressive 12.28% return for the 1st quarter for
active managers.

Emerging Markets
The MSCI EM Index fell 1.57% for the 1st quarter with active managers comfortably beating the index by 176 basis points
(median +0.19%). For the one year period ending March 31, 2013, returns were somewhat improved for emerging markets
but still far short of developed market results; MSCI EM Index returned 2.30% and the median EM active manager returned
4.34%.

Separate Account Style Group Median Returns
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International Fixed Income
Active Management Overview

Yields rose modestly in most developed markets with the notable exception being Japan, where rates dropped nearly 30 bps
to near-decade lows on expectations for increased monetary stimulus.  Japan’s local return was 2.6% for the quarter and,
given its large weight in the benchmarks, global US dollar-hedged indices posted modest positive returns Barclays Global
Aggregate Hdgd:  0.6%; Citi World Govt Bond Hdgd: 0.8%).  The much bigger story for the quarter was in currency
movements.  The US dollar appreciated versus most currencies leading to negative returns for unhedged indices.   The yen
sank sharply versus the US dollar as Prime Minister Shinzo Abe signaled more monetary easing and a higher inflation target
as a recipe to bolster Japan’s economy.  Unhedged indices were down over 2% (Barclays Global Agg: -2.1%; Citi WGBI:
-2.8%).

Active vs. the Index
For the quarter ended March 31, 2013, the median Non-U.S. Fixed Income manager posted a return of -3.5% and the
median Global Fixed Income manager returned -2.1%, both faring slightly better than unhedged benchmarks but significantly
underperforming hedged indices.

Emerging Markets
Hard currency emerging market debt indices suffered negative returns for the quarter as the sector experienced outflows; the
JPM EMBI Global Diversified Index dropped 2.3%.  Local market returns were better though still negative; the JPM GBI-EM
Global Diversified Index returned -0.1%.  The median EM Debt manager returned -0.4% for the quarter.
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ASSET ALLOCATION AND PERFORMANCE

Asset Allocation and Performance
This section begins with an overview of the fund’s asset allocation at the broad asset class level. This is followed by a top
down performance attribution analysis which analyzes the fund’s performance relative to the performance of the fund’s policy
target asset allocation. The fund’s historical performance is then examined relative to funds with similar objectives.
Performance of each asset class is then shown relative to the asset class performance of other funds. Finally, a summary is
presented of the holdings of the fund’s investment managers, and the returns of those managers over various recent periods.
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Actual vs Target Asset Allocation
As of March 31, 2013

The top left chart shows the Fund’s asset allocation as of March 31, 2013. The top right chart shows the Fund’s target asset
allocation as outlined in the investment policy statement. The bottom chart ranks the fund’s asset allocation and the target
allocation versus the CAI Public Fund Sponsor Database.

Actual Asset Allocation
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$000s Percent Percent Percent $000s
Asset Class Actual Actual Target Difference Difference
Domestic Equity         919,753   22.7%   21.3%    1.4%          57,564
Domestic Fixed Income         721,739   17.8%   18.1% (0.3%) (10,919)
International Equity         571,931   14.1%   14.2% (0.1%) (2,861)
Int’l Fixed Income         199,616    4.9%    5.0% (0.1%) (2,776)
Global Real Estate         372,381    9.2%    9.7% (0.5%) (20,259)
World Equity         654,410   16.2%   16.0%    0.2%           6,757
Private Equity         205,756    5.1%    4.9%    0.2%           7,413
Timber         197,213    4.9%    4.9%    0.0% (1,131)
Infrastructure         152,601    3.8%    4.9% (1.1%) (45,743)
Cash Equivalents          52,434    1.3%    1.0%    0.3%          11,956
Total       4,047,833  100.0%  100.0%

Asset Class Weights vs CAI Public Fund Sponsor Database
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10th Percentile 53.58 45.86 3.32 10.92 24.85 4.82 24.10 14.42
25th Percentile 45.26 36.61 1.50 7.60 21.51 0.00 12.57 0.00

Median 37.88 27.70 0.10 2.82 15.88 0.00 0.97 0.00
75th Percentile 30.33 21.45 0.00 0.00 10.32 0.00 0.00 0.00
90th Percentile 20.99 15.94 0.00 0.00 6.27 0.00 0.00 0.00

Fund 22.72 17.83 1.30 9.20 14.13 4.93 13.73 16.17

Target 21.30 18.10 1.00 9.70 14.20 5.00 14.70 16.00

% Group Invested 96.53% 98.27% 57.23% 52.60% 79.77% 17.92% 46.82% 23.70%

* Current Quarter Target = 16.4% Russell 1000 Index, 16.0% MSCI World Index, 13.1% Barclays Aggregate Index, 11.1% MSCI EAFE Index, 9.7% NCREIF
Total Index, 5.0% Barclays HY Corp 2% Issue, 5.0% Barclays Global Agg ex US, 4.9% CPI-W, 4.9% Russell 2000 Index, 4.9% NDSIB PEN - Private
Equity, 4.9% NCREIF Timberland Index, 3.1% Emerging Mkts  - Net and 1.0% 3-month Treasury Bill.
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Quarterly Total Fund Relative Attribution - March 31, 2013

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.
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Relative Attribution Effects for Quarter ended March 31, 2013

Effective Effective Total
Actual Target Actual Target Manager Asset Relative

Asset Class Weight Weight Return Return Effect Allocation Return
Domestic Equity 24% 21% 11.95% 11.29% 0.14% 0.21% 0.35%
Domestic Fixed Income 18% 18% 1.85% 0.71% 0.21% 0.00% 0.21%
Global Real Estate 9% 10% 2.30% 2.57% (0.03%) 0.01% (0.02%)
Timber 5% 5% (3.23%) 5.92% (0.48%) (0.00%) (0.48%)
Infrastructure 4% 5% 2.39% 1.52% 0.03% 0.04% 0.07%
International Equity 16% 14% 3.95% 3.64% 0.03% 0.05% 0.09%
International Fixed Inc. 5% 5% (1.96%) (3.51%) 0.08% (0.02%) 0.07%
Private Equity 5% 5% 0.36% 0.36% 0.00% (0.02%) (0.02%)
World Equity 12% 16% 6.89% 7.73% (0.04%) (0.24%) (0.28%)
Cash & Equivalents 1% 1% 0.02% 0.02% 0.00% (0.01%) (0.01%)

Total = + +4.68% 4.70% (0.04%) 0.02% (0.02%)

* Current Quarter Target = 16.4% Russell 1000 Index, 16.0% MSCI World Index, 13.1% Barclays Aggregate Index, 11.1% MSCI EAFE Index, 9.7% NCREIF
Total Index, 5.0% Barclays HY Corp 2% Issue, 5.0% Barclays Global Agg ex US, 4.9% CPI-W, 4.9% Russell 2000 Index, 4.9% NDSIB PEN - Private
Equity, 4.9% NCREIF Timberland Index, 3.1% Emerging Mkts  - Net and 1.0% 3-month Treasury Bill.

 10
North Dakota State Investment Board Pension Funds



Cumulative Total Fund Relative Attribution - March 31, 2013

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 34% 35% 4.50% 6.58% (0.60%) 0.02% (0.58%)
Domestic Fixed Income 25% 23% 5.88% 7.34% (0.61%) (0.04%) (0.65%)
Global Real Estate 9% 8% (1.97%) 2.32% (0.40%) (0.10%) (0.50%)
Timber 2% 1% - - (0.20%) 0.02% (0.19%)
Infrastructure 1% 1% - - 0.08% 0.06% 0.14%
International Equity 17% 18% 2.26% 0.46% 0.35% (0.08%) 0.27%
International Fixed Inc. 6% 5% 6.25% 2.65% 0.20% (0.05%) 0.15%
Private Equity 5% 5% (1.00%) (1.00%) 0.00% (0.14%) (0.14%)
World Equity 2% 2% - - (0.03%) (0.05%) (0.08%)
Cash & Equivalents 1% 1% 0.55% 0.34% 0.00% (0.03%) (0.02%)

Total = + +3.33% 4.96% (1.24%) (0.38%) (1.62%)

* Current Quarter Target = 16.4% Russell 1000 Index, 16.0% MSCI World Index, 13.1% Barclays Aggregate Index, 11.1% MSCI EAFE Index, 9.7% NCREIF
Total Index, 5.0% Barclays HY Corp 2% Issue, 5.0% Barclays Global Agg ex US, 4.9% CPI-W, 4.9% Russell 2000 Index, 4.9% NDSIB PEN - Private
Equity, 4.9% NCREIF Timberland Index, 3.1% Emerging Mkts  - Net 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 difference
between the Total Fund return and the Target Mix return is explained by the performance attribution on the next page. The
second chart below shows the return and the risk of the Total Fund and the Target Mix, contrasted with the returns and risks
of the funds in the CAI Public Fund Sponsor Database.

Cumulative Returns Actual vs Target
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* Current Quarter Target = 16.4% Russell 1000 Index, 16.0% MSCI World Index, 13.1% Barclays Aggregate Index, 11.1% MSCI EAFE Index, 9.7% NCREIF
Total Index, 5.0% Barclays HY Corp 2% Issue, 5.0% Barclays Global Agg ex US, 4.9% CPI-W, 4.9% Russell 2000 Index, 4.9% NDSIB PEN - Private
Equity, 4.9% NCREIF Timberland Index, 3.1% Emerging Mkts  - Net 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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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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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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Investment Manager Asset Allocation

The table below contrasts the distribution of assets across the Fund’s investment managers as of March 31, 2013, with the
distribution as of December 31, 2012. 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

March 31, 2013 December 31, 2012

Market Value Percent Net New Inv. Inv. Return Market Value Percent
GLOBAL EQUITY $2,351,850,635 58.10% $(32,189,273) $167,122,194 $2,216,917,714 57.15%

Domestic Equity $919,752,897 22.72% $(257,827,317) $112,202,149 $1,065,378,066 27.47%

    Large Cap Domestic Equity $699,389,924 17.28% $(196,308,212) $81,143,057 $814,555,079 21.00%
L.A. Capital 264,005,941 6.52% (129,142) 25,712,073 238,423,010 6.15%
LACM Enhanced Index 180,302,533 4.45% (52,079) 18,069,385 162,285,227 4.18%
LSV Asset Management (1) 0 0.00% (269,078,899) 17,148,670 251,930,229 6.50%
NTGI Enhanced S&P 500 90,797,873 2.24% (48,092) 9,895,318 80,950,647 2.09%
Clifton Enhanced S&P 500 164,283,577 4.06% 73,000,000 10,317,611 80,965,966 2.09%

    Small Cap Domestic Equity $220,362,973 5.44% $(61,519,105) $31,059,092 $250,822,987 6.47%
Callan 113,131,245 2.79% (28,219,105) 16,120,030 125,230,320 3.23%
Clifton Enhanced Small Cap 106,738,795 2.64% (33,000,000) 14,954,690 124,784,105 3.22%
SEI Investments 492,933 0.01% (300,001) (15,628) 808,562 0.02%

International Equity $571,931,290 14.13% $(159,234,355) $27,726,663 $703,438,982 18.14%

    Developed Int’l Equity $451,793,750 11.16% $(126,977,248) $28,319,352 $550,451,645 14.19%
Capital Guardian Trust Co. 66,081,185 1.63% (74,991) 3,493,651 62,662,524 1.62%
Clifton EAFE Index 207,468,245 5.13% (42,648) 7,746,332 199,764,561 5.15%
DFA Int’l Small Cap 61,771,819 1.53% (98,171) 4,626,232 57,243,758 1.48%
LSV Asset Management (1) - - (126,548,196) 5,177,457 121,370,739 3.13%
State Street - Country Selection 48,042,902 1.19% (78,366) 2,237,205 45,884,063 1.18%
Wellington 68,429,599 1.69% (134,875) 5,038,476 63,525,999 1.64%

    Emerging Markets Equity $120,137,540 2.97% $(32,257,107) $(592,689) $152,987,337 3.94%
DFA 34,861,094 0.86% (56,653) 872,971 34,044,776 0.88%
JP Morgan 25,275,671 0.62% (16,079,547) (130,166) 41,485,384 1.07%
PanAgora 17,077,531 0.42% 0 46,185 17,031,346 0.44%
UBS Global 23,774,850 0.59% (16,120,907) (1,030,332) 40,926,089 1.06%
NTGI Emerging Markets 19,148,394 0.47% 0 (351,348) 19,499,741 0.50%

World Equity $654,409,985 16.17% $394,865,478 $26,474,825 $233,069,683 6.01%
EPOCH Investment Partners 193,923,403 4.79% (339,769) 14,179,577 180,083,595 4.64%
Calamos Investments 55,035,075 1.36% (84,157) 2,133,144 52,986,088 1.37%
LSV Asset Management(1) 405,451,507 10.02% 395,289,404 10,162,103 - -

(1) LSV Asset Management was removed from the Domestic Equity and International Equity Composites to the World Equity
Composite February 1, 2013.
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Investment Manager Asset Allocation

The table below contrasts the distribution of assets across the Fund’s investment managers as of March 31, 2013, with the
distribution as of December 31, 2012. 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

March 31, 2013 December 31, 2012

Market Value Percent Net New Inv. Inv. Return Market Value Percent
Private Equity* $205,756,462 5.08% $(9,993,079) $718,558 $215,030,984 5.54%

Brinson Partners Venture II - - 0 (8,265) 8,265 0.00%
Brinson Partners Venture III 40,180 0.00% 0 0 40,180 0.00%
Adams Street Direct Co-Invest Fd 16,894,050 0.42% (957,502) 652,403 17,199,149 0.44%
Adams Street Direct Fund 2010 858,709 0.02% 60,000 26,730 771,979 0.02%
Adams Street 1998 Partnership 118,990 0.00% 0 1,027 117,963 0.00%
Adams Street 1999 Partnership 1,124,026 0.03% 0 2,206 1,121,820 0.03%
Adams Street 2000 Partnership 3,561,544 0.09% 0 (42,947) 3,604,491 0.09%
Adams Street 2001 Partnership 4,115,096 0.10% (405,591) 36,872 4,483,815 0.12%
Adams Street 2002 Partnership 2,413,992 0.06% 0 (33,219) 2,447,211 0.06%
Adams Street 2003 Partnership 832,125 0.02% 0 10,939 821,186 0.02%
Adams Street 2010 Partnership 2,628,704 0.06% 0 47,795 2,580,909 0.07%
Adams Street 2008 Fund 4,399,242 0.11% 0 135,962 4,263,280 0.11%
Adams Street Non-US 1999 520,733 0.01% 0 58,399 462,334 0.01%
Adams Street Non-US 2000 1,122,796 0.03% 0 (5,053) 1,127,849 0.03%
Adams Street Non-US 2001 742,660 0.02% 0 (5,124) 747,784 0.02%
Adams Street Non-US 2002 2,785,683 0.07% (242,269) 62,803 2,965,149 0.08%
Adams Street Non-US 2003 1,955,375 0.05% (163,435) 215,609 1,903,201 0.05%
Adams Street Non-US 2004 1,315,311 0.03% (62,478) 46,877 1,330,912 0.03%
Adams Street Non-US 2010 1,218,222 0.03% 33,750 33,440 1,151,032 0.03%
Adams Street Non-US Emg 2010 297,126 0.01% 30,000 (3,095) 270,221 0.01%
Adams Street BVCF IV Fund 4,487,598 0.11% 0 701,022 3,786,576 0.10%
Coral Partners V 3,102 0.00% 0 0 3,102 0.00%
Coral Partner VI 2,634,163 0.07% (1,945,448) 120,144 4,459,467 0.11%
Coral Partners Technology Fund 199,778 0.00% 0 0 199,778 0.01%
Hearthstone Advisors MSII 1 0.00% 0 0 1 0.00%
Hearthstone Advisors MSIII 1 0.00% 0 0 1 0.00%
CorsAir III 11,545,873 0.29% 40,351 (407,813) 11,913,335 0.31%
ND Investors 10,462,271 0.26% 50,000 (193,931) 10,606,202 0.27%
CorsAir IV 9,074,387 0.22% (567,261) (21,028) 9,662,677 0.25%
Capital International V 22,801,290 0.56% 60,031 (3,078,765) 25,820,024 0.67%
Capital International VI 5,407,620 0.13% (1,036,312) (117,572) 6,561,504 0.17%
TCW Energy Fund XIV 29,941,423 0.74% (3,640,432) (731,391) 34,313,246 0.88%
Lewis & Clark, LP 6,325,370 0.16% 0 552,710 5,772,660 0.15%
Lewis & Clark II 9,376,500 0.23% 1,257,655 (504,557) 8,623,402 0.22%
Quantum Energy Partners 8,201,200 0.20% (1,188,973) () 9,390,173 0.24%
Quantum Resources 8,882,761 0.22% (1,315,165) () 10,197,926 0.26%
Matlin Patterson I 11,987 0.00% 0 (800) 12,787 0.00%
Matlin Patterson II 1,663,356 0.04% 0 (21,295) 1,684,651 0.04%
Matlin Patterson III 27,793,217 0.69% 0 3,188,475 24,604,742 0.63%

*Corsair III and North Dakota Investors were taken out of the Private Equity composite on 7/1/09.
They were then added back into the Private Equity composite on 10/1/11.  At this time Corsair IV, Capital Intl
and TCW were also added to this composite.
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Investment Manager Asset Allocation

The table below contrasts the distribution of assets across the Fund’s investment managers as of March 31, 2013, with the
distribution as of December 31, 2012. 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

March 31, 2013 December 31, 2012

Market Value Percent Net New Inv. Inv. Return Market Value Percent
GLOBAL FIXED INCOME $921,355,125 22.76% $4,266,696 $9,064,923 $908,023,505 23.41%

Domestic Fixed Income $721,739,181 17.83% $4,448,660 $13,050,371 $704,240,150 18.16%

    Inv. Grade Fixed Income $521,321,313 12.88% $(118,899) $5,301,039 $516,139,173 13.31%
Bank of North Dakota 47,357,673 1.17% (7,338) (1,141,101) 48,506,112 1.25%
PIMCO DiSCO II 103,605,310 2.56% 0 4,904,883 98,700,427 2.54%
Western Asset Management Co. 100,773,159 2.49% (45,661) (83,467) 100,902,286 2.60%
PIMCO Unconstrained 60,674,853 1.50% 0 503,730 60,171,123 1.55%
PIMCO MBS 148,978,263 3.68% (65,901) (401,724) 149,445,888 3.85%
Declaration Total Return 59,932,055 1.48% 0 1,518,718 58,413,337 1.51%

    Below Inv. Grade Fixed Income $200,417,868 4.95% $4,567,559 $7,749,332 $188,100,977 4.85%
Goldman Sachs 2006 Offshore 4,491,737 0.11% (85,186) 305,697 4,271,226 0.11%
Goldman Sachs Offshore V 9,854,277 0.24% (1,130,935) 211,697 10,773,515 0.28%
Loomis Sayles 186,068,338 4.60% 5,783,680 7,228,423 173,056,235 4.46%
PIMCO Distressed Mortgage 3,516 0.00% 0 3,515 1 0.00%

    Intl Fixed Income $199,615,944 4.93% $(181,963) $(3,985,447) $203,783,355 5.25%
UBS 94,292,702 2.33% (73,487) (3,857,199) 98,223,389 2.53%
Brandywine 105,323,241 2.60% (108,476) (128,248) 105,559,966 2.72%

GLOBAL REAL ASSETS $722,193,692 17.84% $4,394,797 $5,154,524 $712,644,371 18.37%

Global Real Estate $372,380,592 9.20% $(2,101,579) $8,348,385 $366,133,786 9.44%
INVESCO Core Real Estate 136,262,718 3.37% (263,553) 7,037,489 129,488,783 3.34%
INVESCO Real Estate Fund II 37,468,469 0.93% (7,000,000) (656,485) 45,124,954 1.16%
INVESCO Real Estate Fund III 20,107,789 0.50% 0 (318,753) 20,426,542 0.53%
INVESCO Asia RE Feeder 23,318,780 0.58% 5,767,000 (1,614,194) 19,165,974 0.49%
JP Morgan 123,324,323 3.05% (277,133) 4,254,161 119,347,296 3.08%
JP Morgan Alternative Fd 6,102,283 0.15% (300,843) 565,854 5,837,272 0.15%
JP Morgan China Property Fd 21,948,562 0.54% 0 (599,036) 22,547,598 0.58%
JP Morgan Greater European Opp Fd 3,847,668 0.10% (27,049) (320,651) 4,195,368 0.11%

Timber $197,212,541 4.87% $(26,256) $(6,587,233) $203,826,030 5.25%
TIR - Teredo 75,252,013 1.86% 0 (4,370,989) 79,623,002 2.05%
TIR - Springbank 121,960,528 3.01% (26,256) (2,216,244) 124,203,028 3.20%

Infrastructure $152,600,559 3.77% $6,522,632 $3,393,372 $142,684,555 3.68%
JP Morgan Asian Infrastructure 26,004,004 0.64% 6,384,209 (407,964) 20,027,759 0.52%
JP Morgan IIF 99,693,795 2.46% (304,411) 3,877,170 96,121,036 2.48%
Credit Suisse Cust. Infrastructure 26,902,760 0.66% 442,835 (75,835) 26,535,760 0.68%

CASH & CASH EQUIVALENTS $52,433,995 1.30% $11,188,752 $11,746 $41,233,497 1.06%
Cash Account 52,433,995 1.30% 11,188,752 11,746 41,233,497 1.06%

Total Fund $4,047,833,447 100.0% $(12,339,028) $181,353,388 $3,878,819,087 100.0%
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Investment Manager Returns

The table below details the rates of return for the Sponsor’s investment managers over various time periods ended March
31, 2013. 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 March 31, 2013

Last Last Last
Last Last  3  5  10

Quarter Year Years Years Years

GLOBAL EQUITY 7.56% 12.48% - - -
   Wtd Avg Global Equity Bench 7.40% 12.24% - - -

Domestic Equity 11.95% 16.20% 12.88% 4.50% 8.52%
   Wtd Avg Domestic Equity Bench 11.29% 14.87% 13.09% 6.58% 9.38%

    Large Cap Domestic Equity 11.58% 15.71% 12.24% 2.72% 7.21%
L.A. Capital 10.79% 12.63% 13.31% 7.60% -
LACM Enhanced Index 11.14% 15.14% 12.68% 7.06% 9.54%
NTGI Enhanced S&P 500 12.23% 15.29% 13.56% 6.70% 8.64%
Clifton Enhanced S&P 500 10.60% 15.03% - - -
    Large Cap Benchmark (1) 10.96% 14.43% 12.93% 5.96% 8.61%

    Small Cap Domestic Equity 12.88% 17.47% 14.85% 9.22% 11.98%
Callan 13.34% 15.98% 14.46% 8.95% -
Clifton Enhanced Small Cap 12.42% 18.49% 15.23% - -
    Russell 2000 Index 12.39% 16.30% 13.45% 8.24% 11.52%

International Equity 3.95% 9.40% 5.74% 2.26% 12.32%
   Wtd Avg Int’l Equity Bench 3.64% 9.21% 3.88% 0.46% 11.30%

    Developed Int’l Equity 5.22% 11.19% 4.82% 1.58% 10.05%
Capital Guardian Trust Co. 5.58% 12.92% 6.16% 0.34% 9.04%
Clifton EAFE Index 3.88% 8.64% 3.23% - -
DFA Int’l Small Cap Value 8.09% 13.77% 7.60% 2.28% -
State Street 4.88% 11.50% 4.46% (1.43%) 8.29%
Wellington 7.94% 15.32% 12.10% 4.71% 13.34%
    MSCI EAFE Index (2) 5.13% 11.25% 3.86% (0.11%) 9.06%

    Emerging Markets Equity (0.62%) 3.19% 7.00% 3.32% 18.10%
DFA 2.56% 9.30% 7.33% 6.84% -
JP Morgan (0.44%) 3.88% 4.01% 2.61% -
PanAgora 0.27% 6.05% 3.42% 0.92% -
UBS Global (3.51%) (1.22%) 2.68% 1.26% -
NTGI Emerging Markets (1.80%) - - - -
   MSCI Emerging Mkts Idx Net (3) (1.62%) 1.96% 3.41% 1.28% 17.34%

World Equity 6.89% 9.25% - - -
EPOCH Investment Partners (4) 7.88% 10.99% - - -
Calamos Investments 4.03% 4.03% - - -
   MSCI World Index 7.73% 11.85% 8.46% 2.23% 8.88%

(1) Large Cap Domestic Equity Benchmark is the S&P 500 Index through 12/31/2011 and the Russell 1000 Index thereafter.
(2) International Equity Target is MSCI EAFE through 12/31/1996, 50% Hedged EAFE through 03/31/2011, and MSCI EAFE again
thereafter.
(3) Emerging Markets Target is MSCI Emerging Mkts Idx (Gross) through 6/30/2011, and MSCI Emerging Mkts Idx Net
thereafter.
(4) EPOCH Investment Partners was removed from the Domestic Equity Composite to the World Equity Composite as of
January 1, 2012.
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Investment Manager Returns

The table below details the rates of return for the Sponsor’s investment managers over various time periods ended March
31, 2013. 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 March 31, 2013

Last Last Last
Last Last  3  5  10

Quarter Year Years Years Years

Private Equity 0.36% 9.23% 7.57% (1.00%) 5.17%

Brinson Partners Venture III 0.00% 3.56% 18.17% 5.85% 26.74%

Adams Street Direct Co-Invest Fd 3.79% 9.27% 16.20% 0.54% -
Adams Street Direct Fund 2010 3.21% 4.30% - - -
Adams Street 1998 Partnership 0.87% 6.63% (0.22%) (8.99%) 3.41%
Adams Street 1999 Partnership 0.20% 6.38% 6.53% (0.62%) 6.60%
Adams Street 2000 Partnership (1.19%) 5.60% 9.24% 1.64% 9.42%
Adams Street 2001 Partnership 0.90% 10.33% 9.61% 2.80% 6.37%
Adams Street 2002 Partnership (1.36%) 7.83% 15.32% 3.45% 7.47%
Adams Street 2003 Partnership 1.33% 5.46% 5.77% 0.65% 5.14%
Adams Street 2010 Partnership 1.85% 8.99% - - -
Adams Street 2008 Fund 3.19% 6.94% 5.25% (4.13%) -
Adams Street 1999 Non-US 12.63% 12.95% 18.82% 9.79% 22.00%
Adams Street 2000 Non-US (0.45%) (3.05%) 5.03% (2.69%) 12.02%
Adams Street 2001 Non-US (0.69%) 10.27% (2.80%) (7.77%) 2.00%
Adams Street 2002 Non-US 2.31% 6.54% 9.68% (1.45%) 13.59%
Adams Street 2003 Non-US 12.39% 35.58% 16.05% 4.63% 14.25%
Adams Street 2004 Non-US 3.70% 2.20% 4.97% (2.46%) -
Adams Street 2010 Non-US 2.82% 8.60% - - -
Adams Street 2010 Non-US Emg (1.12%) (11.85%) - - -
Adams Street BVCF IV Fund 18.51% 40.87% 84.88% 40.04% 26.07%

Coral Partners V 0.00% 40.41% 16.67% 39.89% 11.96%
Coral Partner VI 4.99% 3.31% (7.30%) (19.50%) (13.35%)
Coral Partners Technology Fund 0.00% 26.20% (11.95%) (13.74%) (4.70%)

CorsAir III (3.41%) (9.41%) (2.93%) 1.31% -
ND Investors (1.82%) (0.92%) 0.71% 0.03% -
CorsAir IV (0.22%) 5.02% - - -
Capital International V (11.90%) (9.58%) 8.64% 2.62% -
Capital International VI (1.86%) 2.44% - - -
TCW Energy Fund XIV (2.23%) (1.64%) 9.10% 12.57% -
Lewis & Clark, LP 9.57% 16.16% 13.61% 10.49% 2.67%
Lewis & Clark II (5.85%) (8.92%) (12.40%) - -
Quantum Energy Partners 0.00% 20.31% 22.21% 7.95% -
Quantum Resources 0.00% 34.78% 16.73% (45.61%) -
Matlin Patterson I (6.26%) (46.36%) 2818.02% 693.52% 200.86%
Matlin Patterson II (1.26%) (28.74%) (52.88%) (44.93%) -
Matlin Patterson III 12.96% 67.11% 34.09% 15.21% -
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Investment Manager Returns

The table below details the rates of return for the Sponsor’s investment managers over various time periods ended March
31, 2013. 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 March 31, 2013

Last Last Last
Last Last  3  5  10

Quarter Year Years Years Years
GLOBAL FIXED INCOME 1.00% 10.39% - - -

   Wtd Avg Global FI Bench (0.20%) 4.78% - - -

Domestic Fixed Income 1.85% 11.81% 8.78% 5.88% 8.08%
   Wtd Avg Domestic FI Bench 0.71% 6.30% 7.12% 7.34% 6.48%

    Inv. Grade Fixed Income 1.03% 9.44% 7.08% 4.58% 7.78%
Bank of North Dakota (2.35%) (0.18%) 4.25% 4.96% 4.79%
PIMCO DiSCO II 4.97% 36.59% - - -
Western Asset Management Co. (0.08%) 2.25% 6.68% 5.34% 4.74%
PIMCO Unconstrained 0.84% 8.24% - - -
PIMCO MBS (0.27%) 2.71% - - -
Declaration Total Return 2.60% - - - -
    BC Aggregate Index (0.12%) 3.77% 5.52% 5.47% 5.02%
    BC Mortgage Index (0.05%) 1.97% 4.17% 5.15% 4.98%

    Below Inv. Grade Fixed Income 4.13% 18.65% 13.69% 9.31% 8.50%
Goldman Sachs 2006 Offshore 7.32% 9.94% 12.08% (0.15%) -
Goldman Sachs Offshore V 2.26% 19.03% 15.52% 11.03% -
Loomis Sayles 4.17% 16.10% 11.86% 11.49% -
   BC HY Corp 2% Issuer Cap 2.89% 13.08% 11.20% 11.75% 10.11%

    Intl Fixed Income (1.96%) 5.52% 7.94% 6.25% 7.75%
   Wtd Avg Int’l FI Bench (3.51%) (0.71%) 3.80% 2.65% 5.77%
UBS (3.93%) (0.11%) 3.68% 2.69% 5.68%
Brandywine (0.12%) 11.12% 11.73% 9.33% -
   BC Global Aggregate ex US (1) (3.51%) (0.71%) 3.80% 2.65% 5.77%

GLOBAL REAL ASSETS 0.73% 5.74% - - -
   Wtd Avg Global Real Assets Bench 3.17% 9.03% - - -

Global Real Estate 2.30% 8.38% 15.59% (1.97%) 6.25%
INVESCO Core Real Estate 5.44% 10.12% 15.44% (0.50%) 7.42%
INVESCO Real Estate Fund II (1.52%) 14.54% 38.99% (20.69%) -
INVESCO Real Estate Fund III (1.56%) - - - -
INVESCO Asia RE Feeder (8.19%) 0.19% (3.83%) - -
JP Morgan 3.57% 12.86% 16.09% (0.30%) 7.46%
JP Morgan Alternative Fd 9.73% 27.81% 16.81% (4.56%) -
JP Morgan China Property Fd (2.66%) (11.14%) 1.50% (1.93%) -
JP Morgan Greater European Opp Fd (7.71%) (100.00%) *******%) - -
    NCREIF Total Index 2.57% 10.52% 13.30% 2.32% 8.51%

Timber (3.23%) (2.06%) - - -
TIR - Teredo (5.49%) (2.62%) 4.66% 4.59% 9.80%
TIR - Springbank (1.78%) (1.67%) (3.42%) (4.87%) -
    NCREIF Timberland Index 5.92% 13.73% 5.09% 2.93% 8.73%

Infrastructure 2.39% 10.72% - - -
JP Morgan Asian Infrastructure (1.65%) 21.91% 6.08% - -
JP Morgan IIF 4.03% 11.91% 7.86% 1.79% -
Credit Suisse Cust. Infrastructure (0.28%) (0.04%) - - -
   CPI-W 1.52% 1.33% 2.41% 1.86% 2.43%

CASH & CASH EQUIVALENTS 0.02% 0.10% 0.15% 0.55% 1.60%
Northern Trust 0.02% 0.10% 0.13% 0.53% 1.59%
    3-month Treasury Bill 0.02% 0.12% 0.11% 0.34% 1.75%

Total Fund 4.68% 10.62% 9.24% 3.33% 8.67%
   Target* 4.70% 9.86% 8.79% 4.96% 8.82%

* Current Quarter Target = 16.4% Russell 1000 Index, 16.0% MSCI World Index, 13.1% Barclays Aggregate Index, 11.1%
MSCI EAFE Index, 9.7% NCREIF Total Index, 5.0% Barclays HY Corp 2% Issue, 5.0% Barclays Global Agg ex US, 4.9%
CPI-W, 4.9% Russell 2000 Index, 4.9% NDSIB PEN - Private Equity, 4.9% NCREIF Timberland Index, 3.1% Emerging Mkts
- Net and 1.0% 3-month Treasury Bill.
(1) The International Fixed Income Benchmark is the Citigroup Non-US Govt through 12/31/2009 and the BC Global Aggregate
Index ex US thereafter.
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L.A. Capital
Period Ended March 31, 2013

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 10.79% return for the
quarter placing it in the 9 percentile of the CAI Large Cap
Growth Style group for the quarter and in the 9 percentile for
the last year.

L.A. Capital’s portfolio outperformed the Russell 1000
Growth Index by 1.24% for the quarter and outperformed the
Russell 1000 Growth Index for the year by 2.54%.

Quarterly Asset Growth

Beginning Market Value $238,423,010

Net New Investment $-129,142

Investment Gains/(Losses) $25,712,073

Ending Market Value $264,005,941

Performance vs CAI Large Cap Growth Style (Gross)
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Quarter Year Years Years Years Years

(9)

(35)

(9)

(34)
(47)

(31)

(26)(33)

(27)(34) (18)

(63)

10th Percentile 10.57 12.42 12.29 14.92 8.94 8.38
25th Percentile 10.00 10.83 11.68 13.43 7.83 7.29

Median 9.12 8.54 9.32 12.16 6.49 6.76
75th Percentile 8.55 6.78 7.72 10.80 5.33 5.83
90th Percentile 7.63 5.22 6.07 9.80 4.13 5.10

L.A. Capital 10.79 12.63 9.50 13.31 7.60 7.53

Russell 1000
Growth Index 9.54 10.09 10.55 13.06 7.30 6.19

Relative Return vs Russell 1000 Growth Index
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L.A. Capital Management Enhanced Index
Period Ended March 31, 2013

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 11.14% return
for the quarter placing it in the 39 percentile of the CAI Large
Cap Core Style group for the quarter and in the 26 percentile
for the last year.

LACM Enhanced Index’s portfolio outperformed the Russell
1000 Index by 0.17% for the quarter and outperformed the
Russell 1000 Index for the year by 0.72%.

Quarterly Asset Growth

Beginning Market Value $162,285,227

Net New Investment $-52,079

Investment Gains/(Losses) $18,069,385

Ending Market Value $180,302,533

Performance vs CAI Large Cap Core Style (Gross)
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(39)(48)

(26)
(38)

(59)
(52)

(42)(37)

(21)
(49)

(31)
(53)

(46)
(83)

10th Percentile 12.14 16.29 13.07 14.25 7.72 10.18 5.40
25th Percentile 11.66 15.22 12.30 13.38 6.96 9.69 4.51

Median 10.95 13.76 11.34 12.43 6.12 9.17 3.58
75th Percentile 10.30 11.41 8.74 11.09 5.13 8.47 2.94
90th Percentile 9.10 9.46 6.69 9.85 4.48 8.08 2.68

LACM
Enhanced Index 11.14 15.14 10.51 12.68 7.06 9.54 3.66

Russell 1000 Index 10.96 14.43 11.10 12.93 6.15 8.97 2.89

Relative Return vs Russell 1000 Index
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NTGI Enhanced S&P 500
Period Ended March 31, 2013

Investment Philosophy
NTGI 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
NTGI Enhanced S&P 500’s portfolio posted a 12.23% return
for the quarter placing it in the 8 percentile of the CAI Large
Cap Core Style group for the quarter and in the 24 percentile
for the last year.

NTGI Enhanced S&P 500’s portfolio outperformed the S&P
500 Index by 1.62% for the quarter and outperformed the
S&P 500 Index for the year by 1.33%.

Quarterly Asset Growth

Beginning Market Value $80,950,647

Net New Investment $-48,092

Investment Gains/(Losses) $9,895,318

Ending Market Value $90,797,873

Performance vs CAI Large Cap Core Style (Gross)
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(52)

(21)
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(34)
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(61)(69)

(80)(90)

10th Percentile 12.14 16.29 13.07 14.25 7.72 10.18 5.40
25th Percentile 11.66 15.22 12.30 13.38 6.96 9.69 4.51

Median 10.95 13.76 11.34 12.43 6.12 9.17 3.58
75th Percentile 10.30 11.41 8.74 11.09 5.13 8.47 2.94
90th Percentile 9.10 9.46 6.69 9.85 4.48 8.08 2.68

NTGI Enhanced
S&P 500 12.23 15.29 12.79 13.56 6.70 8.64 2.91

S&P 500 Index 10.61 13.96 11.22 12.67 5.81 8.53 2.67

Relative Return vs S&P 500 Index
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Clifton Enhanced S&P
Period Ended March 31, 2013

Quarterly Summary and Highlights
Clifton Enhanced S&P’s portfolio posted a 10.60% return for
the quarter placing it in the 67 percentile of the CAI Large
Cap Core Style group for the quarter and in the 27 percentile
for the last year.

Clifton Enhanced S&P’s portfolio underperformed the S&P
500 Index by 0.00% for the quarter and outperformed the
S&P 500 Index for the year by 1.07%.

Quarterly Asset Growth

Beginning Market Value $80,965,966

Net New Investment $73,000,000

Investment Gains/(Losses) $10,317,611

Ending Market Value $164,283,577

Percent Cash: 0.0%

Performance vs CAI Large Cap Core Style (Gross)
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Last Quarter Last Year Last 1-3/4 Years

(67)(67)

(27)

(47)
(26)

(45)

10th Percentile 12.14 16.29 14.33
25th Percentile 11.66 15.22 13.77

Median 10.95 13.76 12.29
75th Percentile 10.30 11.41 10.35
90th Percentile 9.10 9.46 8.31

Clifton
Enhanced S&P 10.60 15.03 13.73

S&P 500 Index 10.61 13.96 12.86

Relative Return vs S&P 500 Index
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Callan
Period Ended March 31, 2013

Investment Philosophy
The fundamental belief inherent in this strategy is that the stock-weightings reflected in the average portfolio of a broad
universe of institutional Small Cap managers is a more efficient representation of the Small Cap market than any of the
more mechanical Small Cap indices that are typically employed as benchmarks. Hence, a portfolio designed to generate
the return of this average portfolio in the most cost-effective possible manner will consistently out-perform the standard
benchmarks on a risk-adjusted basis over time. 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).

Quarterly Summary and Highlights
Callan’s portfolio posted a 13.34% return for the quarter
placing it in the 40 percentile of the CAI Small Capitalization
Style group for the quarter and in the 47 percentile for the
last year.

Callan’s portfolio outperformed the Russell 2000 Index by
0.95% for the quarter and underperformed the Russell 2000
Index for the year by 0.33%.

Quarterly Asset Growth

Beginning Market Value $125,230,320

Net New Investment $-28,219,105

Investment Gains/(Losses) $16,120,030

Ending Market Value $113,131,245

Performance vs CAI Small Capitalization Style (Gross)

0%

5%

10%

15%

20%

25%

Last Last Last 2 Last 3 Last 5 Last 6-3/4
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(40)
(61)

(47)(45)

(63)(64)

(59)
(71)

(60)(68)
(49)

(69)

10th Percentile 14.85 22.33 13.12 18.81 13.18 9.39
25th Percentile 13.93 18.95 10.96 17.24 11.19 8.22

Median 12.95 15.54 8.97 15.10 9.42 6.69
75th Percentile 11.46 12.10 6.56 13.19 7.57 5.11
90th Percentile 10.34 8.27 4.52 11.45 5.99 3.69

Callan 13.34 15.98 7.91 14.46 8.95 6.74

Russell 2000 Index 12.39 16.30 7.75 13.45 8.24 5.56

Relative Return vs Russell 2000 Index
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Clifton Enhanced Small Cap
Period Ended March 31, 2013

Investment Philosophy
The Clifton Group 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
Clifton Enhanced Small Cap’s portfolio posted a 12.42%
return for the quarter placing it in the 60 percentile of the CAI
Small Capitalization Style group for the quarter and in the 29
percentile for the last year.

Clifton Enhanced Small Cap’s portfolio outperformed the
Russell 2000 Index by 0.03% for the quarter and
outperformed the Russell 2000 Index for the year by 2.19%.

Quarterly Asset Growth

Beginning Market Value $124,784,105

Net New Investment $-33,000,000

Investment Gains/(Losses) $14,954,690

Ending Market Value $106,738,795

Performance vs CAI Small Capitalization Style (Gross)
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(60)(61)

(29)

(45)

(42)
(64)

(47)

(71)

(43)

(72)

10th Percentile 14.85 22.33 13.12 18.81 20.53
25th Percentile 13.93 18.95 10.96 17.24 18.85

Median 12.95 15.54 8.97 15.10 16.70
75th Percentile 11.46 12.10 6.56 13.19 15.09
90th Percentile 10.34 8.27 4.52 11.45 13.17

Clifton Enhanced
Small Cap 12.42 18.49 9.47 15.23 17.13

Russell 2000 Index 12.39 16.30 7.75 13.45 15.33

Relative Return vs Russell 2000 Index
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Capital Guardian Trust Company
Period Ended March 31, 2013

Investment Philosophy
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.  ** International Equity Target is MSCI EAFE through 12/31/1996, 50% Hedged EAFE
through 03/31/2011, and MSCI EAFE again thereafter.

Quarterly Summary and Highlights
Capital Guardian’s portfolio posted a 5.58% return for the
quarter placing it in the 25 percentile of the CAI Non-U.S.
Equity Style group for the quarter and in the 28 percentile for
the last year.

Capital Guardian’s portfolio outperformed the Intl Equity
Target by 0.44% for the quarter and outperformed the Intl
Equity Target for the year by 1.67%.

Quarterly Asset Growth

Beginning Market Value $62,662,524

Net New Investment $-74,991

Investment Gains/(Losses) $3,493,651

Ending Market Value $66,081,185

Performance vs CAI Non-U.S. Equity Style (Gross)
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(25)(36)
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(85)

(55)(62)

(92)(92) (40)

(97)

10th Percentile 7.13 15.26 7.12 9.86 3.70 13.33 10.43
25th Percentile 5.51 13.29 5.10 8.02 2.37 12.24 9.14

Median 4.55 11.47 3.45 6.55 0.61 10.87 8.15
75th Percentile 3.70 9.44 1.49 5.01 (0.87) 10.09 7.45
90th Percentile 2.79 7.13 (1.16) 2.90 (2.26) 9.28 6.62

Capital Guardian 5.58 12.92 3.88 6.16 0.34 9.04 8.48

Intl Equity Target 5.13 11.25 2.39 3.86 (0.11) 9.06 6.03

Relative Return vs Intl Equity Target
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Clifton EAFE Index
Period Ended March 31, 2013

Investment Philosophy
The Clifton EAFE Index is an index fund using MSCI EAFE futures to earn the benchmark return and is fully collateralized
with cash.

Quarterly Summary and Highlights
Clifton EAFE Index’s portfolio posted a 3.88% return for the
quarter placing it in the 70 percentile of the CAI Non-U.S.
Equity Style group for the quarter and in the 80 percentile for
the last year.

Clifton EAFE Index’s portfolio underperformed the MSCI
EAFE Index by 1.25% for the quarter and underperformed
the MSCI EAFE Index for the year by 2.61%.

Quarterly Asset Growth

Beginning Market Value $199,764,561

Net New Investment $-42,648

Investment Gains/(Losses) $7,746,332

Ending Market Value $207,468,245

Performance vs CAI Non-U.S. Equity Style (Gross)
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10th Percentile 7.13 15.26 7.12 9.86
25th Percentile 5.51 13.29 5.10 8.02

Median 4.55 11.47 3.45 6.55
75th Percentile 3.70 9.44 1.49 5.01
90th Percentile 2.79 7.13 (1.16) 2.90

Clifton EAFE Index 3.88 8.64 0.77 3.23

MSCI EAFE Index 5.13 11.25 2.39 5.00

Relative Return vs MSCI EAFE Index
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DFA International Small Cap Value Fund
Period Ended March 31, 2013

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 International Small Value’s portfolio posted a 8.09%
return for the quarter placing it in the 60 percentile of the CAI
International Small Cap Style group for the quarter and in
the 69 percentile for the last year.

DFA International Small Value’s portfolio underperformed
the World  ex US SC Va by 0.07% for the quarter and
outperformed the World  ex US SC Va for the year by
1.49%.

Quarterly Asset Growth

Beginning Market Value $57,243,758

Net New Investment $-98,171

Investment Gains/(Losses) $4,626,232

Ending Market Value $61,771,819

Performance vs CAI International Small Cap Style (Gross)
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10th Percentile 10.66 20.73 8.81 14.42 9.50 7.30
25th Percentile 8.99 17.52 7.27 12.49 5.77 3.85

Median 8.21 15.53 5.55 11.18 2.91 1.18
75th Percentile 7.17 12.48 3.31 8.61 1.64 0.17
90th Percentile 5.19 9.27 0.66 7.27 (0.75) (2.15)

DFA International
Small Value 8.09 13.77 2.16 7.60 2.28 1.48

World  ex US SC Va 8.16 12.28 1.70 7.28 2.47 1.30

Relative Return vs World  ex US SC Va
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State Street Global Advisors
Period Ended March 31, 2013

Investment Philosophy
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.  **Benchmark is MSCI EAFE through
12/31/1996, 50% Hedged EAFE through 12/31/04, and MSCI EAFE again thereafter.

Quarterly Summary and Highlights
State Street’s portfolio posted a 4.88% return for the quarter
placing it in the 43 percentile of the CAI Non-U.S. Equity
Style group for the quarter and in the 50 percentile for the
last year.

State Street’s portfolio underperformed the MSCI EAFE
Index by 0.26% for the quarter and outperformed the MSCI
EAFE Index for the year by 0.24%.

Quarterly Asset Growth

Beginning Market Value $45,884,063

Net New Investment $-78,366

Investment Gains/(Losses) $2,237,205

Ending Market Value $48,042,902

Performance vs CAI Non-U.S. Equity Style (Gross)
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(81)(75)
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(100)
(96)

10th Percentile 7.13 15.26 7.12 9.86 3.70 13.33 9.21
25th Percentile 5.51 13.29 5.10 8.02 2.37 12.24 7.85

Median 4.55 11.47 3.45 6.55 0.61 10.87 6.96
75th Percentile 3.70 9.44 1.49 5.01 (0.87) 10.09 5.93
90th Percentile 2.79 7.13 (1.16) 2.90 (2.26) 9.28 5.15

State Street 4.88 11.50 0.91 4.46 (1.43) 8.29 3.66

MSCI EAFE Index 5.13 11.25 2.39 5.00 (0.89) 8.79 4.45

Relative Return vs MSCI EAFE Index
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Wellington
Period Ended March 31, 2013

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’s portfolio posted a 7.94% return for the quarter
placing it in the 67 percentile of the CAI International Small
Cap Style group for the quarter and in the 55 percentile for
the last year.

Wellington’s portfolio underperformed the S&P BMI EPAC
<$2 B by 0.58% for the quarter and outperformed the S&P
BMI EPAC <$2 B for the year by 3.64%.

Quarterly Asset Growth

Beginning Market Value $63,525,999

Net New Investment $-134,875

Investment Gains/(Losses) $5,038,476

Ending Market Value $68,429,599

Performance vs CAI International Small Cap Style (Gross)
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(77)(80)
(58)

(76)

10th Percentile 10.66 20.73 8.81 14.42 9.50 18.39 14.73
25th Percentile 8.99 17.52 7.27 12.49 5.77 16.38 13.08

Median 8.21 15.53 5.55 11.18 2.91 15.03 11.96
75th Percentile 7.17 12.48 3.31 8.61 1.64 13.62 10.44
90th Percentile 5.19 9.27 0.66 7.27 (0.75) 11.49 9.17

Wellington 7.94 15.32 7.33 12.10 4.71 13.34 11.27

S&P BMI
EPAC <$2 B 8.51 11.68 2.00 7.13 1.25 12.96 10.38

Relative Return vs S&P BMI EPAC <$2 B
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DFA Emerging Markets
Period Ended March 31, 2013

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’s portfolio posted a 2.56% return for the
quarter placing it in the 22 percentile of the CAI Emerging
Markets Equity DB group for the quarter and in the 26
percentile for the last year.

DFA Emerging’s portfolio underperformed the Emer Mkt SC
$ Net by 1.64% for the quarter and outperformed the Emer
Mkt SC $ Net for the year by 0.10%.

Quarterly Asset Growth

Beginning Market Value $34,044,776

Net New Investment $-56,653

Investment Gains/(Losses) $872,971

Ending Market Value $34,861,094

Performance vs CAI Emerging Markets Equity DB (Gross)
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(24)

(14)

(35)

10th Percentile 6.15 14.97 6.52 9.50 6.92 13.07
25th Percentile 2.17 9.43 1.58 7.58 4.05 10.59

Median 0.24 5.47 (1.54) 4.79 2.03 8.83
75th Percentile (1.32) 2.50 (3.81) 2.81 0.11 7.36
90th Percentile (2.52) (0.97) (6.28) 0.38 (1.56) 6.15

DFA Emerging 2.56 9.30 0.80 7.33 6.84 12.26

Emer Mkt SC $ Net 4.20 9.20 (2.36) 3.93 4.13 9.94

Relative Return vs Emer Mkt SC $ Net
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JP Morgan Emerging Markets
Period Ended March 31, 2013

Investment Philosophy
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.  ** Emerging Markets Target is MSCI Emerging Mkts Idx (Gross) through 6/30/2011, and MSCI
Emerging Mkts Idx Net thereafter.

Quarterly Summary and Highlights
JP Morgan Emerging’s portfolio posted a (0.44)% return for
the quarter placing it in the 62 percentile of the CAI
Emerging Markets Equity DB group for the quarter and in
the 65 percentile for the last year.

JP Morgan Emerging’s portfolio outperformed the MSCI
Emerging Mkts Idx Net by 1.17% for the quarter and
outperformed the MSCI Emerging Mkts Idx Net for the year
by 1.92%.

Quarterly Asset Growth

Beginning Market Value $41,485,384

Net New Investment $-16,079,547

Investment Gains/(Losses) $-130,166

Ending Market Value $25,275,671

Performance vs CAI Emerging Markets Equity DB (Gross)
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(49)(60)

10th Percentile 6.15 14.97 6.52 9.50 6.92 13.07
25th Percentile 2.17 9.43 1.58 7.58 4.05 10.59

Median 0.24 5.47 (1.54) 4.79 2.03 8.83
75th Percentile (1.32) 2.50 (3.81) 2.81 0.11 7.36
90th Percentile (2.52) (0.97) (6.28) 0.38 (1.56) 6.15

JP Morgan
Emerging (0.44) 3.88 (0.76) 4.01 2.61 8.98

MSCI Emerging
Mkts Idx Net (1.62) 1.96 (3.52) 3.41 1.28 8.11

Relative Returns vs
MSCI Emerging Mkts Idx Net
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PanAgora Emerging Markets
Period Ended March 31, 2013

Investment Philosophy
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, 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 and a 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.  ** Emerging Markets
Target is MSCI Emerging Mkts Idx (Gross) through 6/30/2011, and MSCI Emerging Mkts Idx Net thereafter.

Quarterly Summary and Highlights
PanAgora Emerging’s portfolio posted a 0.27% return for the
quarter placing it in the 49 percentile of the CAI Emerging
Markets Equity DB group for the quarter and in the 46
percentile for the last year.

PanAgora Emerging’s portfolio outperformed the MSCI
Emerging Mkts Idx Net by 1.89% for the quarter and
outperformed the MSCI Emerging Mkts Idx Net for the year
by 4.09%.

Quarterly Asset Growth

Beginning Market Value $17,031,346

Net New Investment $0

Investment Gains/(Losses) $46,185

Ending Market Value $17,077,531

Performance vs CAI Emerging Markets Equity DB (Gross)
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10th Percentile 6.15 14.97 6.52 9.50 6.92 10.92
25th Percentile 2.17 9.43 1.58 7.58 4.05 9.27

Median 0.24 5.47 (1.54) 4.79 2.03 7.35
75th Percentile (1.32) 2.50 (3.81) 2.81 0.11 5.82
90th Percentile (2.52) (0.97) (6.28) 0.38 (1.56) 4.53

PanAgora Emerging 0.27 6.05 (2.74) 3.42 0.92 6.40

MSCI Emerging
Mkts Idx Net (1.62) 1.96 (3.52) 3.41 1.28 6.65

Relative Returns vs
MSCI Emerging Mkts Idx Net
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UBS Global Asset Emerging Markets
Period Ended March 31, 2013

Investment Philosophy
The UBS Group Trust’s emerging markets equity investments will be confined to the UBS Emerging Markets Equity
collective Fund.  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.  **
Emerging Markets Target is MSCI Emerging Mkts Idx (Gross) through 6/30/2011, and MSCI Emerging Mkts Idx Net
thereafter.

Quarterly Summary and Highlights
UBS Emerging’s portfolio posted a (3.51)% return for the
quarter placing it in the 95 percentile of the CAI Emerging
Markets Equity DB group for the quarter and in the 92
percentile for the last year.

UBS Emerging’s portfolio underperformed the MSCI
Emerging Mkts Idx Net by 1.89% for the quarter and
underperformed the MSCI Emerging Mkts Idx Net for the
year by 3.18%.

Quarterly Asset Growth

Beginning Market Value $40,926,089

Net New Investment $-16,120,907

Investment Gains/(Losses) $-1,030,332

Ending Market Value $23,774,850

Performance vs CAI Emerging Markets Equity DB (Gross)
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10th Percentile 6.15 14.97 6.52 9.50 6.92 13.36
25th Percentile 2.17 9.43 1.58 7.58 4.05 11.11

Median 0.24 5.47 (1.54) 4.79 2.03 9.66
75th Percentile (1.32) 2.50 (3.81) 2.81 0.11 8.19
90th Percentile (2.52) (0.97) (6.28) 0.38 (1.56) 6.97

UBS Emerging (3.51) (1.22) (3.74) 2.68 1.26 8.59

MSCI Emerging
Mkts Idx Net (1.62) 1.96 (3.52) 3.41 1.28 8.83

Relative Returns vs
MSCI Emerging Mkts Idx Net
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NTGI Emerging Markets
Period Ended March 31, 2013

Investment Philosophy
Northern Trust believes that providing low cost market exposure is vital to investors in order to maximize investment
returns over the long term. Our core objective is to replicate the benchmark characteristics while minimizing transaction
costs and preserving wealth throughout the process.   Our core principles:    Discipline portfolio construction of portfolios
using full replication and optimization where it allows for risk reduction, increased liquidity, and lower costs   Minimizing
costs such as commissions, bid/ask spread, and market impact by utilizing sophisticated trading techniques
Multi-dimensional risk controls and careful oversight throughout our investment process

Quarterly Summary and Highlights
NTGI Emerging Markets’s portfolio posted a (1.80)% return
for the quarter placing it in the 82 percentile of the CAI
Emerging Markets Equity DB group for the quarter and in
the 83 percentile for the last one-half year.

NTGI Emerging Markets’s portfolio underperformed the
MSCI Emerging Mkts Idx Net by 0.18% for the quarter and
underperformed the MSCI Emerging Mkts Idx Net for the
one-half year by 0.02%.

Quarterly Asset Growth

Beginning Market Value $19,499,741

Net New Investment $0

Investment Gains/(Losses) $-351,348

Ending Market Value $19,148,394

Performance vs CAI Emerging Markets Equity DB (Gross)

(5%)

0%

5%

10%

15%

20%

Last Quarter Last 1/2 Year

(82)(79)

(83)(82)

10th Percentile 6.15 13.13
25th Percentile 2.17 9.04

Median 0.24 6.37
75th Percentile (1.32) 4.79
90th Percentile (2.52) 2.47

NTGI Emerging
Markets (1.80) 3.84

MSCI Emerging
Mkts Idx Net (1.62) 3.87

Relative Returns vs
MSCI Emerging Mkts Idx Net
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EPOCH Investment Partners
Period Ended March 31, 2013

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. 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 Partners’s portfolio posted a 7.88%
return for the quarter placing it in the 48 percentile of the CAI
Global Equity Broad Style group for the quarter and in the 64
percentile for the last year.

EPOCH Investment Partners’s portfolio outperformed the
EPOCH Blended Benchmark by 0.15% for the quarter and
underperformed the EPOCH Blended Benchmark for the
year by 0.86%.

Quarterly Asset Growth

Beginning Market Value $180,083,595

Net New Investment $-339,769

Investment Gains/(Losses) $14,179,577

Ending Market Value $193,923,403

Performance vs CAI Global Equity Broad Style (Gross)
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(62)
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(8)(13)
(8)

(24)

10th Percentile 9.52 16.52 9.06 11.59 5.52 3.62
25th Percentile 8.62 14.81 7.44 10.37 4.60 2.17

Median 7.75 12.36 6.17 9.01 3.02 0.36
75th Percentile 6.79 10.06 4.41 7.54 1.81 (0.86)
90th Percentile 5.30 7.47 1.62 5.49 0.06 (2.32)

EPOCH Investment
Partners 7.88 10.99 7.95 8.36 5.93 3.88

EPOCH Blended
Benchmark 7.73 11.85 9.68 11.63 5.22 2.23

Relative Returns vs
EPOCH Blended Benchmark
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Calamos Investments
Period Ended March 31, 2013

Investment Philosophy
Calamos utilizes both top down and bottom up analysis. The strategy invests in equity and convertible securities. From a
bottom up perspective they believe that to have a thorough understanding of a company they must assess the economic
enterprise value of the business. They then look at a company’s capital structure and value the equity and equity sensitive
securities a company offers. They believe this holistic view of a company, and the fact they are often invested for longer
periods than equity only managers, provides them with better levels of due diligence.

Quarterly Summary and Highlights
Calamos Investments’s portfolio posted a 4.03% return for
the quarter placing it in the 96 percentile of the CAI Global
Equity Broad Style group for the quarter and in the 98
percentile for the last year.

Calamos Investments’s portfolio underperformed the MSCI
World Index by 3.70% for the quarter and underperformed
the MSCI World Index for the year by 7.82%.

Quarterly Asset Growth

Beginning Market Value $52,986,088

Net New Investment $-84,157

Investment Gains/(Losses) $2,133,144

Ending Market Value $55,035,075

Performance vs CAI Global Equity Broad Style (Gross)
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10th Percentile 9.52 23.73 16.52
25th Percentile 8.62 20.99 14.81

Median 7.75 19.21 12.36
75th Percentile 6.79 16.83 10.06
90th Percentile 5.30 15.60 7.47

Calamos
Investments 4.03 10.53 4.03

MSCI World Index 7.73 17.82 11.85

Relative Return vs MSCI World Index
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Investment Manager Returns

The table below details the rates of return for the Sponsor’s investment managers over various time periods ended March
31, 2013. 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 March 31, 2013

Last Last Last
Last Last  3  5  24

Quarter Year Years Years Years

Private Equity 0.36% 9.23% 7.57% (1.00%) 9.52%

Brinson Partners Venture III 0.00% 3.56% 18.17% 5.85% -

Adams Street Direct Co-Invest Fd 3.79% 9.27% 16.20% 0.54% -
Adams Street Direct Fd 2010 3.21% 4.30% - - -
Adams Street 1998 Partnership 0.87% 6.63% (0.22%) (8.99%) -
Adams Street 1999 Partnership 0.20% 6.38% 6.53% (0.62%) -
Adams Street 2000 Partnership (1.19%) 5.60% 9.24% 1.64% -
Adams Street 2001 Partnership 0.90% 10.33% 9.61% 2.80% -
Adams Street 2002 Partnership (1.36%) 7.83% 15.32% 3.45% -
Adams Street 2003 Partnership 1.33% 5.46% 5.77% 0.65% -
Adams Street 2010 Partnership 1.85% 8.99% - - -
Adams Street 2008 Fund 3.19% 6.94% 5.25% (4.13%) -
Adams Street 1999 Non-US 12.63% 12.95% 18.82% 9.79% -
Adams Street 2000 Non-US (0.45%) (3.05%) 5.03% (2.69%) -
Adams Street 2001 Non-US (0.69%) 10.27% (2.80%) (7.77%) -
Adams Street 2002 Non-US 2.31% 6.54% 9.68% (1.45%) -
Adams Street 2003 Non-US 12.39% 35.58% 16.05% 4.63% -
Adams Street 2004 Non-US 3.70% 2.20% 4.97% (2.46%) -
Adams Street 2010 Non-US 2.82% 8.60% - - -
Adams Street 2010 NonUS Emg (1.12%) (11.85%) - - -
Adams Street BVCF IV Fund 18.51% 40.87% 84.88% 40.04% -

Coral Partners V 0.00% 40.41% 16.67% 39.89% -
Coral Partner VI 4.99% 3.31% (7.30%) (19.50%) -
Coral Partners Technology Fund 0.00% 26.20% (11.95%) (13.74%) -

CorsAir III (3.41%) (9.41%) (2.93%) 1.31% -
ND Investors (1.82%) (0.92%) 0.71% 0.03% -
CorsAir IV (0.22%) 5.02% - - -
Capital International V (11.90%) (9.58%) 8.64% 2.62% -
Capital International VI (1.86%) 2.44% - - -
TCW Energy Fund XIV (2.23%) (1.64%) 9.10% 12.57% -
Lewis & Clark 9.57% 16.16% 13.61% 10.49% -
Lewis & Clark II (5.85%) (8.92%) (12.40%) - -
Quantum Energy Partners 0.00% 20.31% 22.21% 7.95% -
Quantum Resources 0.00% 34.78% 16.73% (45.61%) -
Matlin Patterson I (6.26%) (46.36%) 2818.02% 693.52% -
Matlin Patterson II (1.26%) (28.74%) (52.88%) (44.93%) -
Matlin Patterson III 12.96% 67.11% 34.09% 15.21% -

Russell 1000 Index 10.96% 14.43% 12.93% 6.15% 9.75%
Russell 2000 Index 12.39% 16.30% 13.45% 8.24% 9.34%
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Bank of North Dakota
Period Ended March 31, 2013

Investment Philosophy
The Bank of North Dakota (BND) uses 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
Custom Index represents the Barclays Gov/Credit Bond Idx through 12/31/2011, then the Barclays Government Index
through 3/31/2012, and the Barclays Treasury Long  Idx thereafter.

Quarterly Summary and Highlights
Bank of North Dakota’s portfolio outperformed the Bank of
North Dakota Custom Index by 0.03% for the quarter and
underperformed the Bank of North Dakota Custom Index for
the year by 7.50%.

Quarterly Asset Growth

Beginning Market Value $48,506,112

Net New Investment $-7,338

Investment Gains/(Losses) $-1,141,101

Ending Market Value $47,357,673
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PIMCO DiSCO II
Period Ended March 31, 2013

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 4.97% return for the
quarter placing it in the 1 percentile of the CAI Core Bond
Fixed-Inc Style group for the quarter and in the 1 percentile
for the last year.

PIMCO DiSCO II’s portfolio outperformed the Barclays
Mortgage by 5.02% for the quarter and outperformed the
Barclays Mortgage for the year by 34.63%.

Quarterly Asset Growth

Beginning Market Value $98,700,427

Net New Investment $0

Investment Gains/(Losses) $4,904,883

Ending Market Value $103,605,310

Performance vs CAI Core Bond Fixed-Inc Style (Gross)
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Western Asset Management Company
Period Ended March 31, 2013

Investment Philosophy
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. The Custom Index represents the Barclays Aggregate Index through
03/31/2012, and the Barclays Mortgage Index thereafter.

Quarterly Summary and Highlights
Western Asset’s portfolio underperformed the Western
Asset Custom Index by 0.04% for the quarter and
outperformed the Western Asset Custom Index for the year
by 0.28%.

Quarterly Asset Growth

Beginning Market Value $100,902,286

Net New Investment $-45,661

Investment Gains/(Losses) $-83,467

Ending Market Value $100,773,159
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PIMCO Unconstrained
Period Ended March 31, 2013

Investment Philosophy
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 portfolio. It seeks maximum long-term return consistent with capital preservation and prudent management but with
higher potential alpha and the potential to mitigate downside risk to a greater degree than what is reasonably possible from
traditional active fixed income management approaches as the strategy allows for more manager discretion to adjust
duration exposure, allocate across sectors and otherwise express the firm’s active views. The strategy is governed by
PIMCO’s investment philosophy and unique, disciplined secular investment process, which focuses on long-term
economic, social and political trends that may have lasting impacts on investment returns. Moreover, 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.

Quarterly Summary and Highlights
PIMCO Unconstrained’s portfolio posted a 0.84% return for
the quarter placing it in the 2 percentile of the CAI
Intermediate Fixed-Inc Style group for the quarter and in the
1 percentile for the last year.

PIMCO Unconstrained’s portfolio outperformed the Libor-3
Month by 0.76% for the quarter and outperformed the
Libor-3 Month for the year by 7.85%.

Quarterly Asset Growth

Beginning Market Value $60,171,123

Net New Investment $0

Investment Gains/(Losses) $503,730

Ending Market Value $60,674,853

Percent Cash: (0.0)%

Performance vs CAI Intermediate Fixed-Inc Style (Gross)
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PIMCO MBS
Period Ended March 31, 2013

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 (0.27)% return for the
quarter placing it in the 95 percentile of the CAI Mtg-Backed
FI Style group for the quarter and in the 75 percentile for the
last year.

PIMCO MBS’s portfolio underperformed the Barclays
Mortgage by 0.22% for the quarter and outperformed the
Barclays Mortgage for the year by 0.74%.

Quarterly Asset Growth

Beginning Market Value $149,445,888

Net New Investment $-65,901

Investment Gains/(Losses) $-401,724

Ending Market Value $148,978,263

Performance vs CAI Mtg-Backed FI Style (Gross)
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Declaration Total Return
Period Ended March 31, 2013

Investment Philosophy
The Fund’s portfolio holdings consist primarily of RMBS issued by private sector companies (Non-Agency RMBS) and
government agencies (Agency MBS) and CMBS issued by private sector companies. Agency MBS includes securities
issued by the Federal National Mortgage Association (Fannie Mae), the Federal Home Loan Mortgage Corporation
(Freddie Mac) and the Government National Mortgage Association (Ginnie Mae). Portfolio holdings may range from short
tenure senior classes to stressed issues or subordinated securities with substantial risk of non-payment and
correspondingly higher yields.  Smaller portfolio allocations may include consumer asset-backed securities (ABS), or other
structured credit securities and corporate bonds. As a diversification strategy and a potential hedge to credit risk, the Fund
may invest in securities which tend to benefit from slow mortgage prepayments and economic growth, such as interest only
(IO) MBS.

Quarterly Summary and Highlights
Declaration Total Return’s portfolio posted a 2.60% return
for the quarter placing it in the 1 percentile of the CAI
Intermediate Fixed-Inc Style group for the quarter and in the
1 percentile for the last three-quarter year.

Declaration Total Return’s portfolio outperformed the Libor-3
Month by 2.53% for the quarter and outperformed the
Libor-3 Month for the three-quarter year by 9.01%.

Quarterly Asset Growth

Beginning Market Value $58,413,337

Net New Investment $0

Investment Gains/(Losses) $1,518,718

Ending Market Value $59,932,055

Performance vs CAI Intermediate Fixed-Inc Style (Gross)
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Goldman Sachs 2006 Offshore
Period Ended March 31, 2013

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 7.32% return for the
quarter placing it in the 1 percentile of the CAI High Yield
Fixed-Inc Style group for the quarter and in the 97 percentile
for the last year.

Goldman Sachs’s portfolio outperformed the Barclays HY
Corp 2% Issue by 4.43% for the quarter and
underperformed the Barclays HY Corp 2% Issue for the year
by 3.13%.

Quarterly Asset Growth

Beginning Market Value $4,271,226

Net New Investment $-85,186

Investment Gains/(Losses) $305,697

Ending Market Value $4,491,737

Performance vs CAI High Yield Fixed-Inc Style (Gross)
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Goldman Sachs Offshore Fund V
Period Ended March 31, 2013

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 2.26% return
for the quarter placing it in the 87 percentile of the CAI High
Yield Fixed-Inc Style group for the quarter and in the 1
percentile for the last year.

Goldman Sachs Offshore V’s portfolio underperformed the
Barclays HY Corp 2% Issue by 0.63% for the quarter and
outperformed the Barclays HY Corp 2% Issue for the year
by 5.95%.

Quarterly Asset Growth

Beginning Market Value $10,773,515

Net New Investment $-1,130,935

Investment Gains/(Losses) $211,697

Ending Market Value $9,854,277

Performance vs CAI High Yield Fixed-Inc Style (Gross)
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Relative Return vs Barclays HY Corp 2% Issue

R
e
la

ti
v
e

 R
e

tu
rn

s

(30%)

(20%)

(10%)

0%

10%

20%

30%

2008 2009 2010 2011 2012 13

Goldman Sachs Offshore V

CAI High Yield Fixed-Inc Style (Gross)
Annualized Five Year Risk vs Return

5 10 15 20 25 30
8%

9%

10%

11%

12%

13%

14%

15%

Barclays HY Corp 2% Issue

Goldman Sachs Offshore V

Standard Deviation

R
e

tu
rn

s

 53
North Dakota State Investment Board Pension Funds



Loomis Sayles
Period Ended March 31, 2013

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 4.17% return for the
quarter placing it in the 7 percentile of the CAI High Yield
Fixed-Inc Style group for the quarter and in the 5 percentile
for the last year.

Loomis Sayles’s portfolio outperformed the Barclays HY
Corp 2% Issue by 1.28% for the quarter and outperformed
the Barclays HY Corp 2% Issue for the year by 3.03%.

Quarterly Asset Growth

Beginning Market Value $173,056,235

Net New Investment $5,783,680

Investment Gains/(Losses) $7,228,423

Ending Market Value $186,068,338

Performance vs CAI High Yield Fixed-Inc Style (Gross)
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Loomis Sayles 4.17 16.10 9.93 11.86 11.49 10.08

Barclays HY
Corp 2% Issue 2.89 13.08 9.70 11.20 11.75 9.19

Relative Return vs Barclays HY Corp 2% Issue
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UBS Global Asset Management
Period Ended March 31, 2013

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.  *The UBS Blended Benchmark is comprised of the Citigroup Non-US Govt
Index through 12/31/2009, and the BC Global Aggregate ex-US Index thereafter.

Quarterly Summary and Highlights
UBS Global Asset Mgmt’s portfolio posted a (3.93)% return
for the quarter placing it in the 79 percentile of the CAI
Non-U.S. Fixed-Inc Style group for the quarter and in the 53
percentile for the last year.

UBS Global Asset Mgmt’s portfolio underperformed the UBS
Blended Benchmark* by 0.42% for the quarter and
outperformed the UBS Blended Benchmark* for the year by
0.60%.

Quarterly Asset Growth

Beginning Market Value $98,223,389

Net New Investment $-73,487

Investment Gains/(Losses) $-3,857,199

Ending Market Value $94,292,702

Performance vs CAI Non-U.S. Fixed-Inc Style (Gross)
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Median (3.47) 0.32 2.43 4.77 3.56 6.51 7.73
75th Percentile (3.81) (1.36) 1.10 4.00 2.96 6.08 7.35
90th Percentile (4.70) (3.32) 0.17 3.09 2.62 5.58 7.28

UBS Global
Asset Mgmt (3.93) (0.11) 1.16 3.68 2.69 5.68 7.27

UBS Blended
Benchmark* (3.51) (0.71) 1.47 3.80 2.65 5.77 6.82

Relative Return vs UBS Blended Benchmark*
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Brandywine Asset Management
Period Ended March 31, 2013

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 (0.12)% return for the
quarter placing it in the 1 percentile of the CAI Non-U.S.
Fixed-Inc Style group for the quarter and in the 4 percentile
for the last year.

Brandywine’s portfolio outperformed the Barclays Global
Agg ex US by 3.38% for the quarter and outperformed the
Barclays Global Agg ex US for the year by 11.83%.

Quarterly Asset Growth

Beginning Market Value $105,559,966

Net New Investment $-108,476

Investment Gains/(Losses) $-128,248

Ending Market Value $105,323,241

Performance vs CAI Non-U.S. Fixed-Inc Style (Gross)
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10th Percentile (0.51) 8.34 8.12 8.90 6.86 7.60
25th Percentile (2.32) 2.78 4.38 6.64 4.64 6.77

Median (3.47) 0.32 2.43 4.77 3.56 6.14
75th Percentile (3.81) (1.36) 1.10 4.00 2.96 5.71
90th Percentile (4.70) (3.32) 0.17 3.09 2.62 5.24

Brandywine (0.12) 11.12 10.78 11.73 9.33 9.35

Barclays
Global Agg ex US (3.51) (0.71) 1.47 3.80 2.47 5.42

Relative Return vs Barclays Global Agg ex US
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North Dakota State Investment Board Pension Funds
Performance vs Total Real Estate DB
Periods Ended March 31, 2013

Return Ranking
The chart below illustrates fund rankings over various periods versus the Total Real Estate DB. The bars represent the range
of returns from the 10th percentile to the 90th percentile for each period for all funds in the Total Real Estate DB. 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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Last Quarter Last Year Last 3 Years

F(1)
A(3)
E(15)
H(52)
B(100)
C(100)
G(100)
D(100)

(41)

F(3)
B(23)
E(33)
A(58)
H(77)

D(100)
G(100)

(55)

B(1)

F(29)
E(31)
H(34)
A(35)

G(100)
D(100)

(61)

10th Percentile 3.94 17.53 21.30
25th Percentile 3.00 14.00 17.65

Median 2.35 10.77 14.61
75th Percentile 1.49 8.50 12.47
90th Percentile 0.86 5.82 8.74

INVESCO Core
Real Estate A 5.44 10.12 15.44

INVESCO Real Estate II B (1.52) 14.54 38.99
INVESCO Real Estate III C (1.56) - -

INVESCO Asia
Real Estate D (8.19) 0.19 (3.83)

J.P. Morgan Investment E 3.57 12.86 16.09
J.P. Morgan

Alternative Fd F 9.73 27.81 16.81
JP Morgan

Greater China Fund G (2.66) (11.14) 1.50
Total Real Estate H 2.30 8.38 15.59

NCREIF Total Index 2.57 10.52 13.30
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Last 5 Years Last 10 Years Last 25-1/4
Years

E(53)
A(54)
G(66)
H(67)
F(86)

B(100)

(33)

E(51)
A(51)
H(65)

(39)
E(51)

H(88)

(41)

10th Percentile 5.93 10.88 9.60
25th Percentile 2.99 9.37 8.30

Median 0.60 7.58 6.84
75th Percentile (3.50) 5.57 5.75
90th Percentile (5.54) 4.19 4.84

INVESCO Core
Real Estate A (0.50) 7.42 -

INVESCO Real Estate II B (20.69) - -
INVESCO Real Estate III C - - -

INVESCO Asia
Real Estate D - - -

J.P. Morgan Investment E (0.30) 7.46 6.76
J.P. Morgan

Alternative Fd F (4.56) - -
JP Morgan

Greater China Fund G (1.93) - -
Total Real Estate H (1.97) 6.25 4.99

NCREIF Total Index 2.32 8.51 7.43
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TIR - TEREDO
Period Ended March 31, 2013

Investment Philosophy
Teredo Timber LLC - The investment objective of Teredo is to provide competitive investment returns from increasing saw
timber production through the 20 year term of the partnership.  TIR s management strategy is to maximize saw timber
volume by applying intensive forest management techniques which accelerate growth through the diameter class
distribution.  Periodic cash flows are produced from thinning and final harvests of the individual timber stands.

Quarterly Summary and Highlights
TIR - Teredo’s portfolio posted a (5.49)% return for the
quarter placing it in the 100 percentile of the CAI Core Bond
Fixed-Inc Style group for the quarter and in the 100
percentile for the last year.

TIR - Teredo’s portfolio underperformed the NCREIF
Timberland Index by 11.41% for the quarter and
underperformed the NCREIF Timberland Index for the year
by 16.35%.

Quarterly Asset Growth

Beginning Market Value $79,623,002

Net New Investment $0

Investment Gains/(Losses) $-4,370,989

Ending Market Value $75,252,013
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TIR - SPRINGBANK
Period Ended March 31, 2013

Investment Philosophy
Springbank LLC - The investment objective of Springbank is to maximize long-term investment potential by means of the
formation of a dedicated land management group, intensive timber management to increase timber production, the
coordination of timber harvesting with land management activities and direct marketing and selective real estate
partnerships.

Quarterly Summary and Highlights
TIR - Springbank’s portfolio posted a (1.78)% return for the
quarter placing it in the 100 percentile of the CAI Core Bond
Fixed-Inc Style group for the quarter and in the 100
percentile for the last year.

TIR - Springbank’s portfolio underperformed the NCREIF
Timberland Index by 7.70% for the quarter and
underperformed the NCREIF Timberland Index for the year
by 15.40%.

Quarterly Asset Growth

Beginning Market Value $124,203,028

Net New Investment $-26,256

Investment Gains/(Losses) $-2,216,244

Ending Market Value $121,960,528
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JP Morgan Asian Infrastructure
Period Ended March 31, 2013

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
JP Morgan Asian Infrastructure’s portfolio underperformed
the CPI-W by 3.17% for the quarter and outperformed the
CPI-W for the year by 20.57%.

Quarterly Asset Growth

Beginning Market Value $20,027,759

Net New Investment $6,384,209

Investment Gains/(Losses) $-407,964

Ending Market Value $26,004,004
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JP Morgan Infrastructure Fund
Period Ended March 31, 2013

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 Fund’s portfolio outperformed the
CPI-W by 2.51% for the quarter and outperformed the
CPI-W for the year by 10.58%.

Quarterly Asset Growth

Beginning Market Value $96,121,036

Net New Investment $-304,411

Investment Gains/(Losses) $3,877,170

Ending Market Value $99,693,795
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Credit Suisse Cust. Infrastructure
Period Ended March 31, 2013

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
Credit Suisse Cust. Infrastructure’s portfolio underperformed
the CPI-W by 1.80% for the quarter and underperformed the
CPI-W for the year by 1.37%.

Quarterly Asset Growth

Beginning Market Value $26,535,760

Net New Investment $442,835

Investment Gains/(Losses) $-75,835

Ending Market Value $26,902,760
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Ρεσεαρχη ανδ Εδυχατιοναλ Προγραmσ

Τηε Χαλλαν Ινϖεστmεντσ Ινστιτυτε προϖιδεσ ρεσεαρχη τηατ κεεπσ χλιεντσ υπδατεδ ον τηε λατεστ ινδυστρψ τρενδσ ωηιλε 

ηελπινγ τηεm λεαρν τηρουγη χαρεφυλλψ στρυχτυρεδ εδυχατιοναλ προγραmσ. Βελοω αρε τηε Ινστιτυτε�σ ρεχεντ πυβλιχατιονσ � 

αλλ οφ ωηιχη χαν βε φουνδ ατ ωωω.χαλλαν.χοm/ρεσεαρχη.

Wηιτε Παπερσ

Dοmεστιχ Εθυιτψ Βενχηmαρκ Ρεϖιεω

Τηε Dοmεστιχ Εθυιτψ Βενχηmαρκ Ρεϖιεω ισ δεσιγνεδ το αιδ ιν πορτφολιο mονιτορινγ ανδ εϖαλυ−

ατιον βψ ηελπινγ ρεαδερσ ασσεσσ τηε σιmιλαριτιεσ ανδ διφφερενχεσ ιν χοϖεραγε, περφορmανχε, 

ανδ χηαραχτεριστιχσ οφ ποπυλαρ δοmεστιχ εθυιτψ ινδιχεσ αλονγσιδε χοmπαραβλε Χαλλαν mαν−

αγερ στψλε γρουπσ.

529 Πλανσ Γραδυατε το τηε Νεξτ Λεϖελ: Αδοπτινγ Βεστ Πραχτιχεσ

529 plans continue to gather assets as tuition inlation has outpaced the Consumer Price In−

dex (CPI) for more than three decades. Compared to DC plans, 529s face different structural 
ανδ αδmινιστρατιϖε χηαλλενγεσ τηατ χαλλ φορ υνιθυε ινϖεστmεντ σολυτιονσ ανδ φεε στρυχτυρεσ. 

Μανψ DΧ πλαν βεστ πραχτιχεσ χαν βε αππλιεδ το 529 πλανσ το στρεαmλινε πλαν αδmινιστρατιον 

ανδ ενηανχε ινϖεστορ ουτχοmεσ. 

Risk Factors as Building Blocks for Portfolio Diversiication: 
Τηε Χηεmιστρψ οφ Ασσετ Αλλοχατιον

The CFA Institute reissued this paper (originally distributed by Callan in June 2012), which 
εξπλορεσ πορτφολιο χονστρυχτιον υσινγ ρισκ φαχτορσ, αλσο ρεφερρεδ το ασ ρισκ πρεmια, ασ τηε βασιχ 

ελεmεντσ.

Σεαλινγ Λεακσ: Αδδρεσσινγ 401(κ) Λεακαγε ανδ ιτσ Ιmπαχτ ον Ρετιρεmεντ

DΧ πλαν λεακαγε ινχλυδεσ χασηουτσ, ηαρδσηιπ ωιτηδραωαλσ, δελαψεδ παρτιχιπατιον, ανδ λοανσ. 

On average, workers to engage in these practices experience the same inancial impact as 
if they had delayed plan participation by ive years. Callan explores how leakage inluences 
ποτεντιαλ σαϖινγσ ουτχοmεσ ανδ ρεχοmmενδσ στεπσ πλαν σπονσορσ χαν τακε το ρεδυχε πλαν 

λεακαγε. Τηισ παπερ ινχλυδεσ εmπιριχαλ ρεσεαρχη βψ ϑαχκ ςανDερηει, Ρεσεαρχη Dιρεχτορ οφ 

EBRI, and Lori Lucas, DC Practice Leader for Callan.

ΧΑΛΛΑΝ 
ΙΝςΕΣΤΜΕΝΤΣ 
ΙΝΣΤΙΤΥΤΕ

Εδυχατιον

INVESTMENT RISK AND PERFORMANCE

©2013 CFA INSTITUTE   ◆   1

Risk Factors as Building Blocks for Portfolio 

Diversification: The Chemistry of Asset 

Allocation

Asset classes can be broken down into factors that explain risk, return, and correlation 

characteristics better than traditional approaches. Because seemingly diverse asset 

classes may have high correlations as a result of overlapping risk factor exposures, 

factor analysis can improve portfolio diversification. Creating risk factor–based port-

folios is theoretically possible, but practically challenging. Nevertheless, factor-based 

methodologies can be used to enhance portfolio construction and management.

SUMMARY

• Asset classes can be broken down into building 

blocks, or factors, that explain the majority of the 

assets’ risk and return characteristics. A factor-based 

investment approach enables the investor theoreti-

cally to remix the factors into portfolios that are 

better diversiied and more eicient than traditional 

portfolios.

• Seemingly diverse asset classes can have unexpect-

edly high correlations—a result of the signiicant 

overlap in their underlying common risk factor 

exposures. hese high correlations caused many 

portfolios to exhibit poor diversiication in the 

recent market downturn, and investors can use risk 

factors to view their portfolios and assess risk.

• Although constructing ex ante optimized portfolios 

using risk factor inputs is possible, there are signii-

cant challenges to overcome, including the need for 

active, frequent rebalancing; creation of forward-

looking assumptions; and the use of derivatives and 

short positions. However, key elements of factor-

based methodologies can be integrated in multiple 

ways into traditional asset allocation structures to 

enhance portfolio construction, illuminate sources 

of risk, and inform manager structure.

INTRODUCTION
In search of higher returns at current risk levels, institu-

tional investors have expressed intense interest in further 

diversifying seemingly staid, “traditional” asset alloca-

tions constructed using asset class inputs with mean–

variance-optimization (MVO) tools. During the past 

decade, institutional investors have augmented public 

ixed income and equity allocations with a wide range of 

strategies—including full and partial long/ short, risk-

parity, and low-volatility strategies—and have enlarged 

allocations to alternative strategies. However, compara-

tively little has been accomplished at the overall policy 

level; for most investors, asset classes remain the primary 

portfolio building blocks.

In this article, I explore portfolio construction by 

using risk factors, also referred to as “risk premia,” as the 

basic elements. heoretically, this approach may result in 

lower correlations between various portfolio components 

and may lead to more eicient and diversiied allocations 

than traditional methods. However, the practical limi-

tations of policy portfolios constructed with risk factors 

are signiicant enough that few investors are embracing 

full-scale implementation. Yet, much of the intuition of 

risk factor portfolios can be used to reine and augment 

traditional allocations and ofers a holistic and succinct 

manner to diversify portfolio risk.

by EUGENE L. PODKAMINER, CFA
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Εξηιβιτ 3 offers more detail on Callan’s 529 Peer Group consensus glide path (the equal-weighted aver−

αγε οφ αλλ 529 πλανσ ιν τηε γρουπ). Ιτ ρεϖεαλσ τηατ τηε τρανσφερ οφ εθυιτψ ρισκ το οτηερ ασσετσ ισ σταρκερ τηαν 

the simple equity rolldown indicates. Starting around age 11, the glide path begins to shift from equity to 

ixed income and money market funds. As money market funds make up more of the allocation, the dura−

tion (interest rate risk exposure) of the portfolio drops substantially. The reduction in the expected return 

ανδ ϖολατιλιτψ οφ τηεσε φυνδσ ισ τηερεφορε mυχη σηαρπερ τηαν τηε τψπιχαλ ταργετ δατε φυνδ γιϖεν τηε γρεατερ 

percentage allocated to money market funds versus other types of ixed income.

This rapid reduction in return potential is pronounced when viewed on a time-weighted return basis. How−

ever, the reduction becomes more severe when one recognizes that the bulk of 529 assets are contrib−

uted when beneiciaries are already midway toward adulthood, shortening the potential for compounded 

returns. Because of this contribution pattern, if an account is opened for a beneiciary at age 11, the age-

based funds will have already progressed signiicantly along the equity rolldown, and the beneiciary is 

likely to experience only one or two equity market cycles.

For the investment managers and consultants that design glide paths for age-based funds, the cash low 

pattern tilted toward later years and the short accumulation period combine to form a signiicant portfolio 

construction obstacle. With too rapid a rolldown, equity risk begins to act more like a one-time event, after 

which risk is rapidly taken off the table. With too slow a rolldown, beneiciaries near college age can suffer 

signiicant year-to-year volatility, which impacts their ability to inancially plan for college.

Another important difference between the glide paths seen in the DC retirement market and 529 age-based 

φυνδσ ισ τηε λαχκ οφ υνιφορmιτψ ιν τηε αγε βανδσ. Wηιλε ταργετ ρετιρεmεντ δατε φυνδσ αρε αλmοστ υνιϖερσαλλψ 

structured into increments of ive or 10 years (such as a 2020 and a 2025 or 2030 fund), the increments 

for 529 age bands vary widely. In some cases this is simply driven by the plan administrator’s operational 

abilities, and in others it is an investment decision. The lack of uniformity further complicates the choice of a 

plan for investors, as the smoothness of the glide path reduces the impact of volatility; however, plans vary 

widely with respect to how many portfolios are utilized by a given age-based fund glide path. 

Εξηιβιτ 3

Χαλλαν 529 Πεερ Γρουπ 

Χονσενσυσ Γλιδε Πατη 

Ασσετ Αλλοχατιον
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Ηολδινγσ−Βασεδ Dοmεστιχ Εθυιτψ Στψλε Μαπ φορ Τηρεε Ψεαρσ

Χοmβινεδ Ζ−Σχορεσ φορ Βροαδ Ινδιχεσ

Στψλε Αναλψσισ

ズ Τηισ στψλε mαπ αναλψζεσ ανδ χοmπαρεσ τηε

ινϖεστmεντ στψλεσ οφ τηε βροαδ χαπιταλιζατιον

βενχηmαρκσ ατ ψεαρ−ενδ φορ τηε παστ τηρεε

ψεαρσ υσινγ δεταιλεδ ηολδινγσ−βασεδ στψλε

αναλψσισ mετηοδολογψ.

ズ Τηε σιζε χοmπονεντ οφ στψλε ισ mεασυρεδ βψ

τηε ωειγητεδ mεδιαν mαρκετ χαπιταλιζατιον οφ

τηε ηολδινγσ, ωηιλε τηε ϖαλυε/χορε/γροωτη

στψλε διmενσιον ισ χαπτυρεδ βψ τηε χοmβινεδ

Ζ−σχορε οφ τηε πορτφολιο.

ズ Τηε λαργερ τηε σψmβολ, τηε mορε ρεχεντ τηε

τιmε περιοδ, ωιτη τηε λαργεστ σψmβολ

ρεπρεσεντινγ 2012.

Ζ−Σχορεσ

ズ Τηισ λινε χηαρτ ανδ χηαρτσ ον τηε φολλοωινγ

παγε σηοω χοmβινεδ Ζ−σχορεσ φορ τηε βροαδ

χαπιταλιζατιον ινδιχεσ βψ στψλε οϖερ τηε φιϖε

ψεαρσ ενδινγ Dεχεmβερ 31, 2012.

ズ Τηε χορε βροαδ ινδιχεσ mαινταινεδ Ζ−σχορεσ

χονσιστεντλψ χλοσε το ζερο οϖερ τηε παστ φιϖε

ψεαρσ. Τηρουγηουτ 2011 ανδ mυχη οφ 2012,

τηε Χαλλαν Αλλ Χαπ Βροαδ Στψλε mεδιαν

ρεmαινεδ mορε γροωτη−λικε τηαν τηε ινδιχεσ.
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ςαλυεσ 12.31.12:∗

10τη Περχεντιλε: 1.4

90τη Περχεντιλε: −0.8

∗ Τηε γρεψ Χαλλαν πεερ γρουπ αρεα ισ τοο βροαδ το φιτ τηε 

σχαλε οφ τηισ χηαρτ. Ινστεαδ, τηε ϖαλυεσ ασ οφ 12.31.12 φορ 

τηε 10τη ανδ 90τη πεερ γρουπ περχεντιλεσ αρε ιν γρεεν τεξτ.

Κνοωλεδγε. Εξπεριενχε. Ιντεγριτψ.

 Leakage in the retirement cycle has a substantial impact on savings, potentially resulting in signiicant 

ρεδυχτιονσ ιν ρετιρεmεντ ινχοmε αδεθυαχψ.

 Deined contribution (DC) plan leakage includes cashouts, hardship withdrawals, delayed participa−

tion, and loans. On average, workers who engage in these practices experience the same inancial 

impact as if they had delayed plan participation by ive years.1 

 Τηρουγη πλαν δεσιγν ανδ προαχτιϖε χοmmυνιχατιον, πλαν σπονσορσ χαν στεm χονσιδεραβλε δαmαγε 

χαυσεδ βψ λεακαγε.2

Ιντροδυχτιον

The modern deined contribution plan was conceived in 2006 with the passage of the Pension Protection 

Act. This plan bears very little resemblance to the supplemental savings plans of the 1990s. Provisions 

within the PPA hastened a shift by corporate plan sponsors away from deined beneit plans, while at the 

same time bolstering usage of features in DC plans such as automatic enrollment and automatic contribu−

tion escalation. DC plans are now commonly positioned as the primary employer-sponsored retirement 

income vehicle for American workers. However, while the PPA made great strides in enhancing workers’ 

ability to save money in their DC plans, it did little to address plan leakage, which manifests in the form of 

loans, cashouts, and withdrawals.

In this paper, Callan explores how leakage inluences potential savings outcomes and recommends steps 

πλαν σπονσορσ χαν τακε το ρεδυχε πλαν λεακαγε. Τηισ παπερ ινχλυδεσ εmπιριχαλ ρεσεαρχη βψ ϑαχκ ςανDερηει, 

Research Director of the Employee Beneit Research Institute (EBRI), and Lori Lucas, CFA, Executive Vice 

President and Deined Contribution Practice Leader for Callan Associates, as well as Executive Committee 

Member of the Deined Contribution Institutional Investment Association (DCIIA).

CALLAN 
INVESTMENTS 
INSTITuTE

Ρεσεαρχη

ϑανυαρψ 2013

Σεαλινγ Λεακσ

Addressing 401(k) Leakage and Its Impact on Retirement 

1  Analysis applies only to plans with auto-enrollment and auto-escalation, and to employees with at least 30 years of  eligibility.

2 While the research for this paper is confined to 401(k) plan behavior, its findings can be extrapolated to other plan types.
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Θυαρτερλψ Πυβλιχατιονσ

Θυαρτερλψ Dατα: Τηε Μαρκετ Πυλσε ρεφερενχε γυιδε χοϖερινγ ινϖεστmεντ ανδ φυνδ σπονσορ τρενδσ ιν τηε Υ. Σ. εχονο−

my, domestic and international equities and ixed income, and alternatives. And our Ινσιδε Χαλλαν�σ Dαταβασε ρεπορτ 

ωηιχη προϖιδεσ περφορmανχε ινφορmατιον γατηερεδ φροm Χαλλαν�σ προπριεταρψ δαταβασε, αλλοωινγ ψου το χοmπαρε ψουρ 

φυνδσ ωιτη ψουρ πεερσ.

Χαπιταλ Μαρκετ Ρεϖιεω: Α θυαρτερλψ mαχρο−εχονοmιχ ινδιχατορ νεωσλεττερ τηατ προϖιδεσ τηουγητφυλ ινσιγητσ ον τηε 

economy as well as recent performance in the equity, ixed income, alternatives, international, real estate, and other 
χαπιταλ mαρκετσ.

Πριϖατε Μαρκετσ Τρενδσ: Α σεασοναλ νεωσλεττερ τηατ δισχυσσεσ τηε mαρκετ ενϖιρονmεντ, ρεχεντ εϖεντσ, περφορmανχε 

ανδ οτηερ ισσυεσ ινϖολϖινγ πριϖατε εθυιτψ.

Ηεδγε Φυνδ Μονιτορ: Α θυαρτερλψ νεωσλεττερ τηατ προϖιδεσ α χυρρεντ ϖιεω οφ ηεδγε φυνδ ινδυστρψ τρενδσ ανδ δεταιλεδ 

θυαρτερλψ περφορmανχε χοmmενταρψ.

DΧ Οβσερϖερ & Χαλλαν DΧ Ινδεξ�: Α θυαρτερλψ νεωσλεττερ τηατ οφφερσ Χαλλαν�σ οβσερϖατιονσ ον α ϖαριετψ οφ τοπιχσ 

pertaining to the deined contribution industry. Each issue is updated with the latest Callan DC Index™ returns.

Συρϖεψσ

2013 Ρισκ Μαναγεmεντ Συρϖεψ

The 2008 market crisis put risk in the spotlight and prompted fund iduciaries to look at risk 
management in a new light. Callan ielded this survey in November 2012. Responses came 
φροm 53 φυνδ σπονσορσ ρεπρεσεντινγ ∃576 βιλλιον ιν ασσετσ. Τηε ϖαστ mαϕοριτψ οφ τηισ γρουπ ηασ 

taken concrete steps in the past ive years to address investment risks. Many facets of risk 
mαναγεmεντ αρε χοϖερεδ ιν τηισ συρϖεψ, συχη ασ στατσ ον ρισκ τοολσ/σψστεmσ: 55% οφ συρϖεψ 

respondents ind them to be effective and 14% do not, with the remainder undecided. 

2013 Deined Contribution Trends Survey
This annual survey relects on 2012 and what to look ahead to in 2013. Key indings include: 
Plan sponsors register improvements in iduciary awareness and activity; Signs of confu−

sion remain when it comes to meeting the DOL’s fee disclosure requirements; Adoption of 
auto features and Roth designated accounts appears to have plateaued; and Plan sponsors 
αρε γεττινγ α ηανδλε ον ρεϖενυε σηαρινγ.

2012 Ινϖεστmεντ Μαναγεmεντ Χοmπενσατιον Συρϖεψ

Callan conducted this survey of investment management irms to report on compensation 
πραχτιχεσ ανδ τρενδσ ιν τηε Υ.Σ. ινστιτυτιοναλ ινϖεστmεντ mαρκετ φροm 2010 το 2011. Τηισ συρ−

ϖεψ προϖιδεσ αν υπδατε το Χαλλαν�σ 2007 Ινϖεστmεντ Μαναγεmεντ Χοmπενσατιον Συρϖεψ, 

ωηιχη χαπτυρεδ χοmπενσατιον πραχτιχεσ φροm 2005 το 2006.

2011 Ινϖεστmεντ Μαναγερ Φεε Συρϖεψ

Wε ρεπορτ ον ινστιτυτιοναλ ινϖεστmεντ mαναγεmεντ φεε παψmεντ πραχτιχεσ ανδ τρενδσ. Τηε 

συρϖεψ ινχλυδεσ πυβλισηεδ ανδ αχτυαλ φεε δατα, ανδ θυαλιτατιϖε ασ ωελλ ασ θυαντιτατιϖε οβσερ−

ϖατιονσ φροm βοτη φυνδ σπονσορσ ανδ ινϖεστmεντ mαναγερσ.

Χαλλαν Ινϖεστmεντσ Ινστιτυτε

2013 Deined Contribution Trends
Relecting on 2012 and looking ahead to 2013.

ΧΑΛΛΑΝ 
ΙΝςΕΣΤΜΕΝΤΣ 
ΙΝΣΤΙΤΥΤΕ

  
Survey

2013 Ρισκ Μαναγεmεντ Συρϖεψ

Ρισκ Μαναγεmεντ ιν α Νεω Λιγητ
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ΙΝΣΤΙΤΥΤΕ
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ΧΑΛΛΑΝ 
ΙΝςΕΣΤΜΕΝΤΣ 
ΙΝΣΤΙΤΥΤΕ

  
Συρϖεψ

2012 Ινϖεστmεντ Μαναγεmεντ 

Χοmπενσατιον

Σεπτεmβερ 2012

Χαλλαν Ασσοχιατεσ • Knowledge for Investors

ΟΧΤΟΒΕΡ 2011

2011 ΙΝςΕΣΤΜΕΝΤ ΜΑΝΑΓΕΜΕΝΤ ΦΕΕ ΣΥΡςΕΨ
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Χαλλαν Ινϖεστmεντσ Ινστιτυτε

Εϖεντσ

Dιδ ψου mισσ ουτ ον α Χαλλαν χονφερενχε ορ ωορκσηοπ? Ιφ σο, ψου χαν χατχη υπ ον ωηατ ψου mισσεδ βψ ρεαδινγ ουρ 

�Εϖεντ Συmmαριεσ� ανδ δοωνλοαδινγ τηε αχτυαλ πρεσεντατιον σλιδεσ φροm ουρ ωεβσιτε. Ουρ mοστ ρεχεντ προγραmσ:

Τηε 2013 Νατιοναλ Χονφερενχε Συmmαρψ φεατυρεσ α σψνοπσισ οφ ουρ σπεακερσ: Ροβερτ 

Zoellick, Sheena Iyengar, Riz Khan, and the 2013 Capital Markets Panel. (Please note that 
χοντραχτυαλ αγρεεmεντσ πρεϖεντεδ υσ φροm ινχλυδινγ συmmαριεσ οφ Γορδον Βροων ανδ Νειλ 

deGrasse Tyson.) The Summary also reviews our three workshops: risk management, stra−

τεγιχαλλψ ταχτιχαλ ινϖεστινγ, ανδ αλτερνατιϖεσ ιν DΧ πλανσ. Σλιδε−δεχκσ οφ σελεχτ χονφερενχε 

πρεσεντατιονσ αρε αλσο αϖαιλαβλε ον ουρ ωεβσιτε.

Συmmαρψ ωριτε−υπ ανδ τηε πρεσεντατιον οφ ουρ Οχτοβερ 2012 Ρεγιοναλ Wορκσηοπ, Τιmε το 

Τερmινατε? Χονσιδερατιονσ φορ Μακινγ α Μαναγερ Χηανγε. Φεατυρεδ ιν τηισ ωορκσηοπ 

were Bud Pellecchia, Millie Viqueira, and Kelly Cliff from Callan Associates discussing the 
ποτεντιαλ χονσεθυενχεσ ανδ χηαλλενγεσ οφ τερmινατινγ α mαναγερ φροm α φυνδ.

Υπχοmινγ Εδυχατιοναλ Προγραmσ

Please join us at our June 2013 Regional Workshops where we will discuss the ixed income turmoil that investors 
are facing today. The session will explore the current ixed income landscape, the role of ixed income in a total port−
folio, products (including specialty mandates and “exotic” strategies), and what our clients are doing.

Ανχηορ το Wινδωαρδ ορ Αλβατροσσ? Σεα Χηανγε ιν Φιξεδ Ινχοmε

Φαχιλιτατορσ:

Brett Cornwell, CFA – Vice President
Bill Howard, CFA – Senior Vice President
Matt Routh, CFA – Assistant Vice President
Joined by Callan’s Chicago and San Francisco Ofice Consultants

Ουρ ρεσεαρχη χαν βε φουνδ ατ ωωω.χαλλαν.χοm/ρεσεαρχη ορ φεελ φρεε το χονταχτ υσ φορ ηαρδ χοπιεσ. 

Φορ mορε ινφορmατιον αβουτ ρεσεαρχη ορ εδυχατιοναλ εϖεντσ, πλεασε χονταχτ Ραψ Χοmβσ ορ Γινα Φαλσεττο 

ατ ινστιτυτε≅χαλλαν.χοm ορ 415−974−5060.

ΧΑΛΛΑΝ

ΙΝςΕΣΤΜΕΝΤΣ

ΙΝΣΤΙΤΥΤΕ

Χονσιδερατιονσ φορ Μακινγ α Μαναγερ Χηανγε

Τιmε το Τερmινατε? 

Κελλψ Χλιφφ, ΧΑΙΑ, ΧΦΑ

Σενιορ ςιχε Πρεσιδεντ

Μιλλιε ςιθυειρα 

Σενιορ ςιχε Πρεσιδεντ

Βυδ Πελλεχχηια 

Σενιορ ςιχε Πρεσιδεντ

2012 Ρεγιοναλ Wορκσηοπσ

Οχτοβερ 24 � Χηιχαγο, ΙΛ

Οχτοβερ 25 � Νεω Ψορκ, ΝΨ

Τηιρτψ−Τηιρδ

Νατιοναλ Χονφερενχε
 

ϑανυαρψ 28 � ϑανυαρψ 30, 2013  

Παλαχε Ηοτελ 

Σαν Φρανχισχο 

ΧΑΛΛΑΝ 
ΙΝςΕΣΤΜΕΝΤΣ 
ΙΝΣΤΙΤΥΤΕ

Εϖεντ  
Συmmαρψ



Τηε Χεντερ φορ Ινϖεστmεντ Τραινινγ Εδυχατιοναλ Σεσσιονσ

Τηισ εδυχατιοναλ φορυm οφφερσ βασιχ−το−ιντερmεδιατε λεϖελ ινστρυχτιον ον αλλ χοmπονεντσ οφ τηε ινϖεστmεντ mαναγε−

ment process. Continuing education credits are available for The CFA Institute, IBCFP, and NASBA. The “Callan 
Χολλεγε� χουρσεσ χοϖερ τοπιχσ τηατ αρε κεψ το υνδερστανδινγ ψουρ ρεσπονσιβιλιτιεσ, τηε ρολεσ οφ εϖερψονε ινϖολϖεδ 

ιν τηισ προχεσσ, ηοω τηε προχεσσ ωορκσ, ανδ ηοω το ινχορπορατε τηεσε στρατεγιεσ ανδ χονχεπτσ ιντο αν ινϖεστmεντ 

προγραm. Λιστεδ βελοω αρε τηε διφφερεντ τψπεσ οφ σεσσιονσ Χαλλαν οφφερσ.

Στανδαρδ Σεσσιον

ϑυλψ 16−18, 2013 ιν Χηιχαγο

Τηισ ισ α τωο δαψ σεσσιον δεσιγνεδ φορ ινδιϖιδυαλσ ωιτη mορε τηαν τωο ψεαρσ εξπεριενχε ωιτη ινστιτυτιοναλ ασσετ mαν−

αγεmεντ οϖερσιγητ ανδ/ορ συππορτ ρεσπονσιβιλιτιεσ. Τηε σεσσιον ωιλλ προϖιδε αττενδεεσ ωιτη α τηορουγη οϖερϖιεω οφ 

prudent investment practices for both deined beneit and deined contribution funds. We cover the key concepts 
νεεδεδ το συχχεσσφυλλψ mεετ α φυνδ�σ ινϖεστmεντ οβϕεχτιϖεσ.

The course work addresses the primary components of the investment management process: the role of the idu−

ciary; capital market theory; asset allocation; manager structure; investment policy statements; manager search; 
custody, securities lending, fees; and performance measurement.

This course is beneicial to anyone involved in the investment management process, including: trustees and staff 
members of public, corporate and Taft-Hartley retirement funds (deined beneit and/or deined contribution); trustees 
and staff members of endowment and foundation funds; representatives of family trusts; and investment manage−

mεντ προφεσσιοναλσ ανδ σταφφ ινϖολϖεδ ιν χλιεντ σερϖιχε, βυσινεσσ δεϖελοπmεντ, χονσυλταντ ρελατιονσ, ανδ πορτφολιο 

mαναγεmεντ.

Τυιτιον φορ τηε Στανδαρδ �Χαλλαν Χολλεγε� σεσσιον ισ ∃2,500 περ περσον. Τυιτιον ινχλυδεσ ινστρυχτιον, αλλ mατεριαλσ, 

breakfast and lunch on each day, and dinner on the irst evening with the instructors.

�ΧΑΛΛΑΝ 
ΧΟΛΛΕΓΕ�

Εδυχατιον

ΦΙΡΣΤ ΘΤΡ 2013



�Χαλλαν Χολλεγε�

Αν Ιντροδυχτιον το Ινϖεστmεντσ

Οχτοβερ 29−30, 2013 ιν Σαν Φρανχισχο

Τηισ ονε ανδ ονε ηαλφ δαψ σεσσιον ισ δεσιγνεδ φορ ινδιϖιδυαλσ ωηο ηαϖε λεσσ τηαν τωο ψεαρσ εξπεριενχε ωιτη ινστιτυ−

τιοναλ ασσετ mαναγεmεντ οϖερσιγητ ανδ/ορ συππορτ ρεσπονσιβιλιτιεσ. Τηε σεσσιον ωιλλ φαmιλιαριζε φυνδ σπονσορ τρυστεεσ, 

σταφφ, ανδ ασσετ mαναγεmεντ αδϖισορσ ωιτη βασιχ ινϖεστmεντ τηεορψ, τερmινολογψ, ανδ πραχτιχεσ.

Participants in the introductory session will gain a basic understanding of the different types of institutional funds, 
ινχλυδινγ α δεσχριπτιον οφ τηειρ οβϕεχτιϖεσ ανδ ινϖεστmεντ σεσσιον στρυχτυρεσ. Τηε σεσσιον ινχλυδεσ:

• Α δεσχριπτιον οφ τηε διφφερεντ παρτιεσ ινϖολϖεδ ιν τηε ινϖεστmεντ mαναγεmεντ προχεσσ, ινχλυδινγ τηειρ ρολεσ ανδ 

ρεσπονσιβιλιτιεσ

• A brief outline of the types and characteristics of different Plans (e.g.,deined beneit, deined contribution, 
endowments, foundations, operating funds)

• An introduction to iduciary issues as they pertain to Fund management and oversight
• Αν οϖερϖιεω οφ χαπιταλ mαρκετ τηεορψ, χηαραχτεριστιχσ οφ ϖαριουσ ασσετ χλασσεσ, ανδ τηε προχεσσεσ βψ ωηιχη 

iduciaries implement their investment sessions

Τυιτιον φορ τηε Ιντροδυχτορψ �Χαλλαν Χολλεγε� σεσσιον ισ ∃2,350 περ περσον. Τυιτιον ινχλυδεσ ινστρυχτιον, αλλ mατεριαλσ, 

breakfast and lunch on each day, and dinner on the irst evening with the instructors.

Χυστοmιζεδ Σεσσιονσ

Α υνιθυε φεατυρε οφ τηε �Χαλλαν Χολλεγε� ισ ιτσ αβιλιτψ το εδυχατε ον α σπεχιαλιζεδ λεϖελ τηρουγη ιτσ χυστοmιζεδ σεσσιονσ. 

Τηεσε σεσσιονσ αρε ταιλορεδ το mεετ τηε τραινινγ ανδ εδυχατιοναλ νεεδσ οφ τηε παρτιχιπαντσ, ωηετηερ ψου αρε α πλαν 

sponsor or you provide services to institutional tax-exempt plans. Past customized “Callan College” sessions have 
covered topics such as: custody, industry trends, sales and marketing, client service, international, ixed income, and 
managing the RFP process. Instruction can be tailored to be basic or advanced.

Φορ mορε ινφορmατιον πλεασε χονταχτ Κατηλεεν Χυννιε, ατ 415.274.3029 ορ χυννιε≅χαλλαν.χοm.
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Quarterly List as of  

March 31, 2013

Knowledge. Experience. Integrity. 

Manager Name Educational Services Consulting Services 
1607 Capital Partners, LLC  Y 
Aberdeen Asset Management  Y 
Acadian Asset Management, Inc. Y  
Advisory Research Y  
Affiliated Managers Group  Y 
AllianceBernstein Y  
Allianz Global Investors Capital Y Y 
American Century Investment Management Y  
American Yellowstone Advisors, LLC  Y 
Analytic Investors Y  
Apollo Global Management Y  
AQR Capital Management Y  
Ares Management Y  
Aronson + Johnson + Ortiz Y  
Artio Global Management (fka, Julius Baer) Y  
Atalanta Sosnoff Capital, LLC Y  
Atlanta Capital Management Co., L.L.C. Y Y 
Aviva Investors North America Y  
AXA Rosenberg Investment Management Y  
Babson Capital Management LLC Y  
Baillie Gifford International LLC  Y  
Baird Advisors Y Y 
Bank of America  Y 
Barclays Capital Inc. Y  
Baring Asset Management Y  
Barrow, Hanley, Mewhinney & Strauss, Inc.  Y 
Batterymarch Financial Management, Inc. Y  
BlackRock Y  
BMO Asset Management Y  
BNY Mellon Asset Management Y Y 
Boston Company Asset Management, LLC (The) Y Y 
Brandes Investment Partners, L.P. Y Y 
Brandywine Global Investment Management, LLC Y  
Brown Brothers Harriman & Company Y  
Cadence Capital Management Y  
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Capital Guardian Trust Company Y  

CastleArk Management, LLC  Y 

Causeway Capital Management Y  

Central Plains Advisors, Inc.  Y 

Chartwell Investment Partners Y  

Citigroup Asset Management Y  

ClearBridge Investments, LLC (fka ClearBridge Advisors) Y  

Columbia Management Investment Advisors, LLC Y  

Columbus Circle Investors Y Y 

Cooke & Bieler, L.P.  Y 

Corbin Capital Y  

Cornerstone Capital Management Holdings (fka Madison Square) Y  

Cramer Rosenthal McGlynn, LLC Y  

Crawford Investment Council Y Y 

Credit Suisse Y  

Crestline Investors  Y 

Cutwater Asset Management Y  

DB Advisors Y Y 

Delaware Investments Y Y 

DePrince, Race & Zollo, Inc. Y Y 

Diamond Hill Investments Y  

Dimensional Fund Advisors Inc.  Y 

DSM Capital Partners  Y 

Duff & Phelps Investment Mgmt. Y  

Eagle Asset Management, Inc.  Y 

EARNEST Partners, LLC Y  

Eaton Vance Management Y Y 

Echo Point Investment Management Y  

Epoch Investment Partners Y  

Evanston Capital Management Y  

Fayez Sarofim & Company Y Y 

Federated Investors  Y 

Fiduciary Asset Management Company Y Y 

First Eagle Investment Management Y  

Fisher Investments Y  

Flag Capital Management Y  

Franklin Templeton   Y Y 

Fred Alger Management Co., Inc. Y  

GAM (USA) Inc. Y  

GE Asset Management Y Y 

Goldman Sachs Asset Management Y Y 

Grand-Jean Capital Management Y Y 

Grantham, Mayo, Van Otterloo & Co., LLC Y  

Great Lakes Advisors, Inc. Y Y 

Guggenheim Investments Asset Management (fka Security Global) Y  

Harbor Capital  Y 



List of Managers That Do Business with Callan Associates Inc. (continued) 

Confidential – For Callan Client Use Only  

Callan Associates takes its fiduciary and disclosure responsibilities to clients very seriously. The list below is compiled and updated quarterly because 
we believe our fund sponsor clients should have a clear understanding of the investment management organizations that do business with our firm. As 
of 03/31/13, Callan provided educational, consulting, software, database, or reporting services to this list of managers through one or more of the 
following business units: Institutional Consulting Group, Independent Adviser Group, Fund Sponsor Consulting, the Callan Investments Institute and the 
“Callan College.” Per strict policy these manager relationships do not affect the outcome or process by which any of Callan’s services are conducted. 

Fund sponsor clients may request a copy of this list at any time. Fund sponsor clients may also request specific information regarding the fees paid to 
Callan by the managers employed by their fund. Per company policy, information requests regarding fees are handled exclusively by Callan’s 
Compliance Department. 

Clients should also be aware that Callan maintains an asset management division, the Trust Advisory Group (TAG). TAG specializes in the design, 
implementation and on-going management of multi-manager portfolios for institutional investors. Currently TAG serves as the sponsor and advisor to a 
multi-manager small cap equity fund and as the non-discretionary adviser to a series of Target Maturity Funds known as the Callan GlidePath

®
 Funds. 

We are happy to provide clients with more specific information regarding TAG, including detail on the portfolios that it oversees. Per company policy 
these requests are handled by TAG’s Chief Investment Officer. 

 

 3Knowledge. Experience. Integrity. 

Harris Investment Management, Inc. Y  

Hartford Investment Management Co. Y Y 

Henderson Global Investors Y  

Hermes Investment Management (North America) Ltd. Y  

Hotchkis & Wiley Y  

Income Research & Management Y  

ING Investment Management Y Y 

INTECH Investment Management Y  

Invesco Y Y 

Investec Y  

Institutional Capital LLC Y  

Janus Capital Group (fka Janus Capital Management, LLC) Y Y 

Jensen Investment Management  Y 

J.P. Morgan Asset Management Y Y 

KeyCorp  Y 

Knightsbridge Asset Management, LLC  Y 

Lazard Asset Management Y Y 

Lee Munder Capital Group Y  

Lincoln National Corporation  Y 

Logan Circle Partners, L.P. Y  

Longview Partners Y  

Loomis, Sayles & Company, L.P. Y Y 

Lord Abbett & Company Y Y 

Los Angeles Capital Management Y  

LSV Asset Management Y  

Lyrical Partners Y  

MacKay Shields LLC Y Y 

Man Investments Y  

Manulife Asset Management Y  

Marvin & Palmer Associates, Inc. Y  

Metropolitan Life Insurance Company  Y 

Metropolitan West Capital Management, LLC  Y 

MFS Investment Management Y Y 

Mondrian Investment Partners Limited Y Y 

Montag & Caldwell, Inc. Y Y 

Morgan Stanley Alternative Investment Partners Y  

Morgan Stanley Investment Management Y Y 

Mountain Lake Investment Management LLC  Y 

Newton Capital Management Y  

Neuberger Berman, LLC (fka, Lehman Brothers) Y Y 

Northern Lights Capital Group  Y 

Northern Trust Global Investment Services Y Y 

Northern Trust Value Investors  Y 

Nuveen Investments Institutional Services Group LLC Y Y 

OFI Institutional Asset Management Y  

Old Mutual Asset Management Y  
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Old Mutual International Y  

OppenheimerFunds, Inc. Y  

Pacific Investment Management Company Y  

Palisade Capital Management LLC Y  

Palisades Investment Partners, LLC Y Y 

Partners Group Y  

Peregrine Capital Management, Inc.  Y 

Perkins Investment Management Y  

Philadelphia International Advisors, LP Y  

PineBridge Investments (formerly AIG) Y  

Pioneer Investment Management, Inc. Y  

PNC Capital Advisors (fka Allegiant Asset Mgmt) Y Y 

Principal Global Investors Y Y 

Private Advisors Y  

Prudential Fixed Income Y  

Prudential Investment Management, Inc. Y Y 

Putnam Investments, LLC  Y 

Pyramis Global Advisors Y  

Rainier Investment Management Y  

RBC Global Asset Management (U.S.) Inc.  Y 

Regions Financial Corporation  Y 

Renaissance Technologies Corp.  Y 

RCM Y Y 

Rice Hall James & Associates, LLC  Y 

Robeco Investment Management Y Y 

Rothschild Asset Management, Inc. Y Y 

Russell Investment Management Y  

Santander Global Facilities  Y 

Sasco Capital, Inc.  Y 

Schroder Investment Management North America Inc. Y Y 

Scottish Widows Investment Partnership Y  

Security Global Investors Y  

SEI Investments  Y 

SEIX Investment Advisors, Inc. Y  

Smith Graham and Company  Y 

Smith Group Asset Management Y Y 

Southeastern Asset Management  Y 

Standard Life Investments Y  

Standish (fka, Standish Mellon Asset Management) Y  

State Street Global Advisors Y  

Stone Harbor Investment Partners, L.P.  Y 

Stratton Management  Y 

Systematic Financial Management Y  

T. Rowe Price Associates, Inc. Y Y 

Taplin, Canida & Habacht Y  
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TIAA-CREF Y  

TCW Asset Management Company Y  

Thompson, Siegel & Walmsley LLC Y  

Thrivent Asset Management Y  

Tradewinds Global Investors Y  

Turner Investment Partners Y  

UBP Asset Management LLC Y  

UBS Y Y 

Union Bank of California  Y 

Valley Forge Asset Management Y  

Van Eck Y  

Victory Capital Management Inc. Y  

Virtus Investment Partners  Y 

Vulcan Value Partners, LLC  Y 

Waddell & Reed Asset Management Group Y  

WEDGE Capital Management  Y 

Wellington Management Company, LLP Y  

Wells Capital Management Y  

West Gate Horizons Advisors, LLC  Y 

Western Asset Management Company Y  

William Blair & Co., Inc. Y Y 

Yellowstone Partners  Y 
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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
domestic equity manager database.

Range of Separate Account Manager Returns by Asset Class
One Quarter Ended March 31, 2013
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10th Percentile 14.29 7.13 2.73 (0.51) 3.94 0.26
25th Percentile 12.88 5.51 0.77 (2.32) 3.00 0.18

Median 11.36 4.55 0.29 (3.47) 2.35 0.08
75th Percentile 9.98 3.70 0.06 (3.81) 1.49 0.06
90th Percentile 8.23 2.79 (0.40) (4.70) 0.86 0.03

Index 10.61 5.13 (0.12) (3.82) 2.57 0.02

Range of Separate Account Manager Returns by Asset Class
One Year Ended March 31, 2013
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Median 14.49 11.47 5.59 0.32 10.77 0.44
75th Percentile 11.04 9.44 3.79 (1.36) 8.50 0.26
90th Percentile 7.50 7.13 2.34 (3.32) 5.82 0.14

Index 13.96 11.25 3.77 (2.16) 10.52 0.12
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Domestic Equity
Active Management Overview

Active vs. the Index
Active managers were strong out of the gate in 2013, finishing the 1st quarter with double digit returns for virtually all
domestic equity style groups. On the small cap front, active managers beat their respective indices across the style group
spectrum.  Small cap value managers outperformed by the widest margin.  On the large cap side, results were mixed with
active managers falling short of their respective index for large cap growth but large core and large value managers
outpaced their respective indices by a modest margin.

Large Cap vs. Small Cap
Small cap outpaced larger cap for the 1st quarter with the exception of small value which trailed large value by just a few
basis points. The S&P 600 Index returned 11.81%, outpacing the S&P 500 by over 100bps.  Mid cap was again the winner
with a strong 13.45% return for the S&P Mid Cap Index for the quarter.   For the one year period ending March 31, 2013,
S&P Mid Cap finished on top with a return of 17.83%, followed by the small cap index S&P 600 (+16.14%) and finally the
S&P 500 came in at 13.96%.

With a few exceptions, active managers were able to outpace their respective indices for the 1st quarter, although results
were reversed for the one year period ending March 31, 2013, where active managers largely trailed their indices.  For the
recent quarter, the active manager style group standouts were small cap broad and small cap growth with the median return
for the small cap broad style (+12.95%) well ahead of the S&P 600 (+11.81%) and the small cap growth style (median
+13.09%) outpacing its index (+11.92%) as well.  Across the large cap style spectrum, the median large cap growth manager
(+9.12%) trailed the S&P 500 Growth by a few basis points, yet large core and large value managers outperformed their
respective indices by a few basis points.  Mid cap proved to be a tough space for active managers with the median mid cap
broad manager returning 12.39% vs. 13.45% for the S&P Mid Cap Index.  For the one year period ending March 31, 2013,
active equity managers fell short of their indices across the market cap and style spectrums with few exceptions; the widest
gap was between mid cap broad managers (median +14.41%) and the S&P Mid Cap Index (+17.83%).

Growth vs. Value
With respect to style, value outpaced growth within large cap while small cap growth slightly led small cap value for the 1st
quarter.  The strongest index performer between large cap and small cap was large cap value (S&P 500 Value +11.97%)
and S&P 500 Growth was the laggard with a return of 9.33%. The differential between growth and value indices within small
cap was a mere 23 basis points; active managers posted similar results as the indices in terms of dispersion between growth
and value.  For the one year period, value outperformed growth by a wide margin across the board. The clear winner among
the large and small indices was the S&P 600 Value Index with a return of 16.98%.  While the dispersion between growth and
value was fairly wide across large cap and small cap indices, the gap was more pronounced among active managers.  Within
small cap, value managers outperformed growth managers by 560 basis points and, within large cap, value managers
outperformed their growth counterparts by a staggering 834 basis points.

Separate Account Style Group Median Returns
for Quarter Ended March 31, 2013
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Separate Account Style Group Median Returns
for One Year Ended March 31, 2013
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Domestic Fixed Income
Active Management Overview

Active vs. Passive
Yields on US Treasuries rose for the second consecutive quarter, reaching an 11-month high in early March on the back of a
stronger-than-expected labor market report.  The 10-year US Treasury began the quarter at 1.78% and hit an intra-quarter
high of 2.08% before dropping 21 bps as the bailout in Cyprus and political turmoil in Italy provided a bid for safe haven
assets.  Investment grade corporates (Barclays Corporate Index: -0.1%) and mortgages (Barclays Mortgage Index: -0.1%)
performed in line with US Treasuries and, thus, the broad Barclays Aggregate Index was also down 0.1% for the quarter.
The notable exception to these uninspiring results was high yield, which posted robust results in spite of mixed flows during
the quarter.  The Barclays High Yield Index returned 2.9% with the lower quality tiers of the market generally performing
best.  Leveraged loans also performed well with indices up more than 2% amid very strong flows into that space.  For the
quarter ended March 31, 2013, the median core bond manager returned 0.13%, outperforming the Barclays Aggregate Index
by 25 bps.

Intermediate vs. Long Duration
Longer duration managers underperformed intermediate duration managers in the 1st quarter as the yield curve steepened.
Long term interest rates rose 15 bps during the quarter while intermediate yields rose more modestly.  For the quarter, the
median Extended Maturity manager returned -1.57% versus the median Intermediate manager’s return of 0.31%.

Separate Account Style Group Median Returns
for Quarter Ended March 31, 2013
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Separate Account Style Group Median Returns
for One Year Ended March 31, 2013
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International Equity
Active Management Overview

Active vs. the Index
Foreign equities trailed their US counterparts for the 1st quarter of 2013, with moderate results across the board save strong
performance from Japan.  MSCI Pacific (+9.74%) was the strongest performer while MSCI Emerging Markets (-1.57%)
tumbled.  Active non-US managers posted low-mid single digit returns across the various regions (Europe, Core International
and Pacific Basin) although Japan (median +12.28%) rallied meaningfully while emerging markets managers (median
+0.19%) couldn’t keep pace. For the year ending March 31, 2013, MSCI Pacific (+12.85%) posted the strongest results
among the non-US indices and the European region (median +12.91%) had the strongest showing among active managers.

Europe
For the recent quarter, Europe outperformed emerging markets but trailed performance out of Pacific Basin and notably
Japan.  MSCI Europe returned 2.71% for the 1st quarter and active Europe-only managers bested that with a median return
of 3.39%.  For the one year period ending March, 31, 2013, Europe was the top performer (median +12.91%) among active
international managers while the MSCI Europe Index (+10.56%) trailed results from MSCI EAFE and MSCI Pacific.

Pacific
The MSCI Pacific Index posted a 9.74% return for the 1st quarter.  The median of the active Pacific Basin style group fell far
short of the index with a return of 6.19%. Japan was the standout with an impressive 12.28% return for the 1st quarter for
active managers.

Emerging Markets
The MSCI EM Index fell 1.57% for the 1st quarter with active managers comfortably beating the index by 176 basis points
(median +0.19%). For the one year period ending March 31, 2013, returns were somewhat improved for emerging markets
but still far short of developed market results; MSCI EM Index returned 2.30% and the median EM active manager returned
4.34%.
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International Fixed Income
Active Management Overview

Yields rose modestly in most developed markets with the notable exception being Japan, where rates dropped nearly 30 bps
to near-decade lows on expectations for increased monetary stimulus.  Japan’s local return was 2.6% for the quarter and,
given its large weight in the benchmarks, global US dollar-hedged indices posted modest positive returns Barclays Global
Aggregate Hdgd:  0.6%; Citi World Govt Bond Hdgd: 0.8%).  The much bigger story for the quarter was in currency
movements.  The US dollar appreciated versus most currencies leading to negative returns for unhedged indices.   The yen
sank sharply versus the US dollar as Prime Minister Shinzo Abe signaled more monetary easing and a higher inflation target
as a recipe to bolster Japan’s economy.  Unhedged indices were down over 2% (Barclays Global Agg: -2.1%; Citi WGBI:
-2.8%).

Active vs. the Index
For the quarter ended March 31, 2013, the median Non-U.S. Fixed Income manager posted a return of -3.5% and the
median Global Fixed Income manager returned -2.1%, both faring slightly better than unhedged benchmarks but significantly
underperforming hedged indices.

Emerging Markets
Hard currency emerging market debt indices suffered negative returns for the quarter as the sector experienced outflows; the
JPM EMBI Global Diversified Index dropped 2.3%.  Local market returns were better though still negative; the JPM GBI-EM
Global Diversified Index returned -0.1%.  The median EM Debt manager returned -0.4% for the quarter.

Separate Account Style Group Median Returns
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ASSET ALLOCATION AND PERFORMANCE

Asset Allocation and Performance
This section begins with an overview of the fund’s asset allocation at the broad asset class level. This is followed by a top
down performance attribution analysis which analyzes the fund’s performance relative to the performance of the fund’s policy
target asset allocation. The fund’s historical performance is then examined relative to funds with similar objectives.
Performance of each asset class is then shown relative to the asset class performance of other funds. Finally, a summary is
presented of the holdings of the fund’s investment managers, and the returns of those managers over various recent periods.
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Actual vs Target Asset Allocation
As of March 31, 2013

The first chart below shows the Fund’s asset allocation as of March 31, 2013. The second chart shows the Fund’s target
asset allocation as outlined in the investment policy statement.

Actual Asset Allocation

Large Cap
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Small Cap
2%
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Target Asset Allocation
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$000s Percent Percent Percent $000s
Asset Class Actual Actual Target Difference Difference
Large Cap         179,934    6.1%    5.8%    0.3%           8,717
Small Cap          62,185    2.1%    2.0%    0.1%           3,145
International Equity         122,437    4.1%    4.0%    0.1%           4,356
Domestic Fixed Income         821,643   27.8%   28.6% (0.8%) (22,634)
Inflation Protected         345,534   11.7%   11.8% (0.1%) (2,805)
Short Term Fixed Income      1,247,993   42.3%   42.3%    0.0% (711)
Cash & Equivalents          67,724    2.3%    2.3%    0.0% (173)
Real Estate         104,569    3.5%    3.2%    0.3%          10,104
Total       2,952,020  100.0%  100.0%

* Current Quarter Target = 42.3% Barclays Gov 1-3 Yr, 28.6% Barclays Aggregate Index, 11.8% Barclays Glbl Inftn-Lnked, 5.8% Russell 1000 Index,
4.0% MSCI EAFE Index, 3.2% NCREIF Total Index, 2.3% 3-month Treasury Bill and 2.0% Russell 2000 Index.
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Quarterly Total Fund Relative Attribution - March 31, 2013

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

Manager Effect Asset Allocation Total

Relative Attribution Effects for Quarter ended March 31, 2013

Effective Effective Total
Actual Target Actual Target Manager Asset Relative

Asset Class Weight Weight Return Return Effect Allocation Return
Large Cap 6% 6% 11.36% 10.96% 0.02% 0.02% 0.04%
Small Cap 2% 2% 12.34% 12.39% (0.00%) 0.01% 0.01%
Domestic Fixed Income 29% 29% 0.78% (0.12%) 0.27% 0.00% 0.27%
Real Estate 4% 3% 5.30% 2.57% 0.10% 0.01% 0.10%
International Equity 4% 4% 5.70% 5.13% 0.02% 0.01% 0.03%
Inflation Protected 12% 12% 1.30% (0.94%) 0.27% 0.01% 0.27%
Short Term Fixed Income40% 41% 0.30% 0.12% 0.07% 0.01% 0.08%
Cash & Equivalents 3% 3% 0.07% 0.02% 0.00% (0.00%) (0.00%)

Total = + +1.89% 1.08% 0.75% 0.06% 0.81%

* Current Quarter Target = 42.3% Barclays Gov 1-3 Yr, 28.6% Barclays Aggregate Index, 11.8% Barclays Glbl Inftn-Lnked, 5.8% Russell 1000 Index,
4.0% MSCI EAFE Index, 3.2% NCREIF Total Index, 2.3% 3-month Treasury Bill and 2.0% Russell 2000 Index.
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Cumulative Total Fund Relative Attribution - March 31, 2013

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 9% 9% 4.30% 5.96% (0.18%) (0.03%) (0.21%)
Small Cap 3% 3% 9.03% 8.24% 0.03% (0.03%) 0.00%
Domestic Fixed Income 42% 42% 8.34% 5.47% 0.95% 0.01% 0.96%
Real Estate 4% 5% (5.07%) 2.32% (0.31%) (0.03%) (0.34%)
International Equity 6% 6% 0.44% (0.11%) 0.04% (0.00%) 0.04%
Inflation Protected 17% 17% 3.12% 4.68% (0.33%) 0.00% (0.33%)
Short Term Fixed Income14% 14% 3.42% 1.30% 0.36% (0.01%) 0.35%
Cash & Equivalents 4% 4% 0.54% 0.34% 0.01% (0.05%) (0.05%)

Total = + +4.59% 4.16% 0.58% (0.14%) 0.43%

* Current Quarter Target = 42.3% Barclays Gov 1-3 Yr, 28.6% Barclays Aggregate Index, 11.8% Barclays Glbl Inftn-Lnked, 5.8% Russell 1000 Index,
4.0% MSCI EAFE Index, 3.2% NCREIF Total Index, 2.3% 3-month Treasury Bill and 2.0% Russell 2000 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 difference
between the Total Fund return and the Target Mix return is explained by the performance attribution on the next page. 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 = 42.3% Barclays Gov 1-3 Yr, 28.6% Barclays Aggregate Index, 11.8% Barclays Glbl Inftn-Lnked, 5.8% Russell 1000 Index,
4.0% MSCI EAFE Index, 3.2% NCREIF Total Index, 2.3% 3-month Treasury Bill and 2.0% Russell 2000 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 = 42.3% Barclays Gov 1-3 Yr, 28.6% Barclays Aggregate Index, 11.8% Barclays Glbl Inftn-Lnked, 5.8% Russell 1000 Index,
4.0% MSCI EAFE Index, 3.2% NCREIF Total Index, 2.3% 3-month Treasury Bill and 2.0% Russell 2000 Index.
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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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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 = 42.3% Barclays Gov 1-3 Yr, 28.6% Barclays Aggregate Index, 11.8% Barclays Glbl Inftn-Lnked, 5.8% Russell 1000 Index,
4.0% MSCI EAFE Index, 3.2% NCREIF Total Index, 2.3% 3-month Treasury Bill and 2.0% Russell 2000 Index.
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Investment Manager Asset Allocation

The table below contrasts the distribution of assets across the Fund’s investment managers as of March 31, 2013, with the
distribution as of December 31, 2012. 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

March 31, 2013 December 31, 2012

Market Value Percent Net New Inv. Inv. Return Market Value Percent
Domestic Equity $242,119,822 8.20% $(8,609,872) $25,935,065 $224,794,629 8.41%

     Large Cap $179,934,496 6.10% $(4,075,526) $18,715,636 $165,294,386 6.19%
Clifton Large Cap 35,090,080 1.19% (1,500,000) 3,474,778 33,115,302 1.24%
L.A. Capital 52,519,595 1.78% (1,526,425) 5,258,335 48,787,685 1.83%
L.A. Capital Enhanced 35,461,070 1.20% (10,307) 3,573,202 31,898,175 1.19%
LSV Asset Management 56,863,751 1.93% (1,038,793) 6,409,321 51,493,223 1.93%

     Small Cap $62,185,326 2.11% $(4,534,346) $7,219,429 $59,500,243 2.23%
Clifton Small Cap 30,156,136 1.02% (2,000,000) 3,558,198 28,597,938 1.07%
Research Affiliates 32,029,190 1.08% (2,534,346) 3,661,230 30,902,306 1.16%

International Equity $122,436,831 4.15% $(2,628,034) $6,721,981 $118,342,883 4.43%
Capital Guardian Trust Co. 48,443,413 1.64% (2,560,715) 2,323,037 48,681,091 1.82%
DFA Int’l Small Cap Value 11,444,466 0.39% (18,188) 857,102 10,605,552 0.40%
LSV Asset Management 51,353,494 1.74% (59,295) 2,846,051 48,566,738 1.82%
Vanguard 11,195,459 0.38% 10,164 695,791 10,489,503 0.39%

Domestic Fixed Income $821,643,361 27.83% $5,119,609 $6,349,043 $810,174,709 30.33%
Bank of North Dakota 112,723,471 3.82% (16,945) (42,581) 112,782,998 4.22%
Prudential 70,272,831 2.38% (51,594) 190,650 70,133,774 2.63%
Wells Capital 279,361,797 9.46% (152,546) 750,342 278,764,000 10.43%
Western Asset Management 210,357,879 7.13% (94,331) 942,399 209,509,812 7.84%
Declaration 57,702,239 1.95% 5,435,025 189,450 52,077,764 1.95%
PIMCO DiSCO II 91,225,144 3.09% 0 4,318,782 86,906,362 3.25%

Inflation Protected $345,533,582 11.70% $15,109,492 $4,251,113 $326,172,977 12.21%
Western Asset Management 203,118,338 6.88% 16,916,114 (1,739,197) 187,941,421 7.04%
JP Morgan Infrastructure 68,212,358 2.31% (208,282) 2,652,831 65,767,809 2.46%
Eastern Timber Opportunities 60,751,511 2.06% (1,819,758) 3,375,388 59,195,880 2.22%
Credit Suisse Cust. Infra. 13,451,375 0.46% 221,417 (37,909) 13,267,867 0.50%

Real Estate $104,569,014 3.54% $(1,032,051) $5,294,233 $100,306,832 3.75%
INVESCO Core Real Estate 42,093,093 1.43% (82,263) 2,175,356 40,000,000 1.50%
JP Morgan RE 62,475,921 2.12% (949,788) 3,118,877 60,306,832 2.26%

Short Term Fixed Income $1,247,993,273 42.28% $227,395,335 $3,314,801 $1,017,283,137 38.08%
JPM Short Term - Budget 140,086,531 4.75% (10,810,000) 336,824 150,559,708 5.64%
Babson Short Term - Budget 167,195,654 5.66% 21,253,952 599,823 145,341,880 5.44%
Babson Bank Loan - Budget 1,876,192 0.06% (3,998,833) 73,017 5,802,008 0.22%
Babson Short Term Legacy 470,246,346 15.93% 109,714,038 1,392,250 359,140,058 13.44%
JPM Short Term Legacy 468,588,551 15.87% 111,236,179 912,888 356,439,484 13.34%

Cash & Equivalents $67,723,651 2.29% $(6,723,214) $56,703 $74,390,161 2.78%
Bank of ND - Money Mkt 67,723,651 2.29% (6,723,214) 56,703 74,390,161 2.78%

Total Fund $2,952,019,534 100.0% $228,631,266 $51,922,940 $2,671,465,329 100.0%
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Investment Manager Returns

The table below details the rates of return for the Sponsor’s investment managers over various time periods ended March
31, 2013. 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 March 31, 2013

Last Last Last
Last Last  3  5  10

Quarter Year Years Years Years
Domestic Equity 11.62% 16.30% 13.20% 5.47% 8.76%

     Large Cap 11.36% 15.63% 12.73% 4.30% 8.52%
Clifton Large Cap 10.51% 14.77% 13.54% - -
L.A. Capital 10.80% 12.63% 13.58% 8.08% -
L.A. Capital Enhanced 11.20% 15.10% 12.84% 7.53% -
LSV Asset Management 12.54% 19.50% 13.19% 5.54% 11.50%
   Large Cap Benchmark (1) 10.96% 14.43% 12.93% 5.96% 8.61%

     Small Cap 12.34% 18.22% 14.75% 9.03% 12.01%
Clifton Small Cap 12.48% 18.20% 15.16% - -
Research Affiliates 12.23% 18.20% 14.40% 9.30% -
   Russell 2000 12.39% 16.30% 13.45% 8.24% 11.52%

International Equity 5.70% 12.28% 5.63% 0.44% 9.70%
Capital Guardian Trust Co. 4.82% 12.60% 6.13% 0.30% 9.22%
DFA International Small Cap Value 8.09% 13.77% 7.60% 2.29% -
LSV Asset Management 5.86% 12.91% 4.43% (0.36%) -
Vanguard 6.64% 9.10% 6.25% 1.52% -
   MSCI EAFE Index (2) 5.13% 11.25% 3.86% (0.11%) 9.06%

Domestic Fixed Income 0.78% 10.18% 9.60% 8.34% 6.35%
Bank of North Dakota (0.04%) 4.07% 5.64% 5.28% 4.82%
Prudential 0.27% 8.14% 8.59% 8.74% -
Wells Capital 0.27% 9.66% 9.77% 10.26% 7.75%
Western Asset Management 0.45% 6.90% 8.52% 7.56% 6.06%
Declaration 0.36% 6.13% 8.23% (4.24%) -
PIMCO DiSCO II 4.97% 36.59% - - -
   Barclays Aggregate (0.12%) 3.77% 5.52% 5.47% 5.02%

Insurance Inflation Protected Assets 1.30% 4.78% 5.49% 3.12% -
Western Asset Management (0.94%) 3.78% 6.46% 4.07% -
JP Morgan Infrastructure 4.03% 11.97% 7.83% - -
Eastern Timber Opportunities 5.70% 1.63% 0.07% - -
Credit Suisse Cust. Infra. (0.28%) (0.04%) - - -
   Barclays Global Inflation Linked (3) (0.94%) 4.25% 7.33% 4.68% -

Real Estate 5.30% 16.13% 20.59% (5.07%) -
INVESCO Core Real Estate 5.44% - - - -
JP Morgan RE 5.19% 18.50% 21.40% (4.68%) -
   NCREIF Total Index 2.57% 10.52% 13.30% 2.32% 8.51%

Short Term Fixed Income 0.30% 2.00% 2.16% - -
JPM Short Term - Budget 0.22% 1.47% - - -
Babson Short Term - Budget 0.41% 2.69% - - -
Babson Bank Loan - Budget 1.47% 5.60% - - -
   CSFB Levered Loan Index 2.37% 8.27% 6.11% 6.42% 5.49%
Babson Short Term Legacy 0.35% 2.48% - - -
JPM Short Term Legacy 0.22% 1.36% - - -
   BC Gov 1-3 Yr 0.12% 0.66% 1.29% 1.91% 2.78%

Cash & Equivalents 0.07% 0.30% 0.29% 0.54% 1.94%
Bank of ND - Money Mkt 0.07% 0.30% 0.29% 0.55% 1.94%
   90 Day Treasury Bills 0.02% 0.12% 0.11% 0.34% 1.75%

Total Fund 1.89% 7.15% 7.55% 4.59% 6.38%
Policy Target* 1.08% 4.15% 5.79% 4.16% 6.22%

* Current Quarter Target = 42.3% Barclays Gov 1-3 Yr, 28.6% Barclays Aggregate Index, 11.8% Barclays Glbl
Inftn-Lnked, 5.8% Russell 1000 Index, 4.0% MSCI EAFE Index, 3.2% NCREIF Total Index, 2.3% 3-month Treasury Bill
and 2.0% Russell 2000 Index.
(1) The Large Cap Benchmark is comprised of the S&P 500 Index through 12/31/2011, and the Russell 1000 Index thereafter.
(2) International Equity target is MSCI EAFE through 9/30/2000, 50% Hedged EAFE through 3/31/2011, and MSCI EAFE again
thereafter.
(3) Inflation Protected Benchmark is the Barclays US TIPS through 12/31/09 and the Barclays Global Inflation-Linked
thereafter.
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Clifton Large Cap
Period Ended March 31, 2013

Investment Philosophy
The Clifton Group 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
Clifton Large Cap’s portfolio posted a 10.51% return for the
quarter placing it in the 55 percentile of the CAI Large
Capitalization Style group for the quarter and in the 39
percentile for the last year.

Clifton Large Cap’s portfolio underperformed the S&P 500
Index by 0.09% for the quarter and outperformed the S&P
500 Index for the year by 0.81%.

Quarterly Asset Growth

Beginning Market Value $33,115,302

Net New Investment $-1,500,000

Investment Gains/(Losses) $3,474,778

Ending Market Value $35,090,080

Performance vs CAI Large Capitalization Style (Gross)
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Last Quarter Last Year Last 2 Years Last 3 Years Last 4-1/4 Years

(55)(53)

(39)
(45)

(27)
(42)

(22)
(43)

(13)

(49)

10th Percentile 12.86 18.38 12.99 14.38 19.26
25th Percentile 11.93 16.23 12.05 13.38 17.89

Median 10.69 13.45 10.60 12.43 16.37
75th Percentile 9.28 9.01 8.62 10.93 15.12
90th Percentile 8.53 6.75 6.53 9.65 14.14

Clifton Large Cap 10.51 14.77 11.95 13.54 18.81

S&P 500 Index 10.61 13.96 11.22 12.67 16.40

Relative Return vs S&P 500 Index
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L.A. Capital
Period Ended March 31, 2013

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 10.80% return for the
quarter placing it in the 9 percentile of the CAI Large Cap
Growth Style group for the quarter and in the 9 percentile for
the last year.

L.A. Capital’s portfolio outperformed the Russell 1000
Growth Index by 1.25% for the quarter and outperformed the
Russell 1000 Growth Index for the year by 2.54%.

Quarterly Asset Growth

Beginning Market Value $48,787,685

Net New Investment $-1,526,425

Investment Gains/(Losses) $5,258,335

Ending Market Value $52,519,595

Performance vs CAI Large Cap Growth Style (Gross)
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Last Last Last 2 Last 3 Last 5 Last 9-1/4
Quarter Year Years Years Years Years

(9)

(35)

(9)

(34)
(50)

(31)

(22)
(33)

(20)
(34) (17)

(63)

10th Percentile 10.57 12.42 12.29 14.92 8.94 8.38
25th Percentile 10.00 10.83 11.68 13.43 7.83 7.29

Median 9.12 8.54 9.32 12.16 6.49 6.76
75th Percentile 8.55 6.78 7.72 10.80 5.33 5.83
90th Percentile 7.63 5.22 6.07 9.80 4.13 5.10

L.A. Capital 10.80 12.63 9.33 13.58 8.08 7.54

Russell 1000
Growth Index 9.54 10.09 10.55 13.06 7.30 6.19

Relative Return vs Russell 1000 Growth Index
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L.A. Capital Enhanced
Period Ended March 31, 2013

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 11.20% return for
the quarter placing it in the 39 percentile of the CAI Large
Cap Core Style group for the quarter and in the 26 percentile
for the last year.

L.A. Capital Enhanced’s portfolio outperformed the Russell
1000 Index by 0.24% for the quarter and outperformed the
Russell 1000 Index for the year by 0.68%.

Quarterly Asset Growth

Beginning Market Value $31,898,175

Net New Investment $-10,307

Investment Gains/(Losses) $3,573,202

Ending Market Value $35,461,070

Performance vs CAI Large Cap Core Style (Gross)
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Last Last Last 2 Last 3 Last 5 Last 8-3/4
Quarter Year Years Years Years Years

(39)(48)

(26)
(38)

(59)
(52)

(41)(37)

(11)

(49)

(9)

(54)

10th Percentile 12.14 16.29 13.07 14.25 7.72 7.49
25th Percentile 11.66 15.22 12.30 13.38 6.96 7.05

Median 10.95 13.76 11.34 12.43 6.12 6.42
75th Percentile 10.30 11.41 8.74 11.09 5.13 5.95
90th Percentile 9.10 9.46 6.69 9.85 4.48 5.63

L.A. Capital
Enhanced 11.20 15.10 10.31 12.84 7.53 7.51

Russell 1000 Index 10.96 14.43 11.10 12.93 6.15 6.30

Relative Return vs Russell 1000 Index

R
e
la

ti
v
e

 R
e

tu
rn

s

(3%)

(2%)

(1%)

0%

1%

2%

3%

4%

5%

2008 2009 2010 2011 2012 13

L.A. Capital Enhanced

CAI Large Cap Core Style (Gross)
Annualized Five Year Risk vs Return

18 19 20 21 22 23 24 25 26
2%

3%

4%

5%

6%

7%

8%

9%

L.A. Capital Enhanced

Russell 1000 Index

Standard Deviation

R
e

tu
rn

s

 21
North Dakota State Investment Board - Insurance Trust



LSV Asset Management
Period Ended March 31, 2013

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 Asset Management’s portfolio posted a 12.54% return
for the quarter placing it in the 39 percentile of the CAI Large
Cap Value Style group for the quarter and in the 16
percentile for the last year.

LSV Asset Management’s portfolio outperformed the Russell
1000 Value Index by 0.24% for the quarter and
outperformed the Russell 1000 Value Index for the year by
0.73%.

Quarterly Asset Growth

Beginning Market Value $51,493,223

Net New Investment $-1,038,793

Investment Gains/(Losses) $6,409,321

Ending Market Value $56,863,751

Performance vs CAI Large Cap Value Style (Gross)
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(39)(44)

(16)(18)

(45)(40)
(34)(44)

(43)(63)

(5)

(68)
(6)

(69)

10th Percentile 13.68 20.21 13.24 14.16 7.60 11.22 7.57
25th Percentile 12.79 18.42 12.21 13.48 6.27 10.58 6.85

Median 12.00 16.88 11.09 12.59 5.25 9.65 6.25
75th Percentile 11.23 15.18 9.78 10.92 4.41 8.74 5.28
90th Percentile 10.47 13.30 7.00 8.90 3.16 7.89 4.63

LSV Asset
Management 12.54 19.50 11.33 13.19 5.54 11.50 7.84

Russell 1000
Value Index 12.31 18.77 11.56 12.74 4.85 9.18 5.37

Relative Return vs Russell 1000 Value Index
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Clifton Small Cap
Period Ended March 31, 2013

Investment Philosophy
The Clifton Group 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
Clifton Small Cap’s portfolio posted a 12.48% return for the
quarter placing it in the 60 percentile of the CAI Small
Capitalization Style group for the quarter and in the 32
percentile for the last year.

Clifton Small Cap’s portfolio outperformed the Russell 2000
Index by 0.09% for the quarter and outperformed the Russell
2000 Index for the year by 1.90%.

Quarterly Asset Growth

Beginning Market Value $28,597,938

Net New Investment $-2,000,000

Investment Gains/(Losses) $3,558,198

Ending Market Value $30,156,136

Performance vs CAI Small Capitalization Style (Gross)
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(79)

10th Percentile 14.85 22.33 13.12 18.81 25.76
25th Percentile 13.93 18.95 10.96 17.24 22.96

Median 12.95 15.54 8.97 15.10 20.55
75th Percentile 11.46 12.10 6.56 13.19 18.35
90th Percentile 10.34 8.27 4.52 11.45 16.80

Clifton Small Cap 12.48 18.20 9.40 15.16 21.20

Russell 2000 Index 12.39 16.30 7.75 13.45 18.01

Relative Return vs Russell 2000 Index
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Research Affiliates
Period Ended March 31, 2013

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
Research Affiliates’s portfolio posted a 12.23% return for the
quarter placing it in the 62 percentile of the CAI Small
Capitalization Style group for the quarter and in the 32
percentile for the last year.

Research Affiliates’s portfolio underperformed the Russell
2000 Index by 0.17% for the quarter and outperformed the
Russell 2000 Index for the year by 1.90%.

Quarterly Asset Growth

Beginning Market Value $30,902,306

Net New Investment $-2,534,346

Investment Gains/(Losses) $3,661,230

Ending Market Value $32,029,190

Performance vs CAI Small Capitalization Style (Gross)

0%

5%

10%

15%

20%

25%

Last Last Last 2 Last 3 Last 5 Last 5-1/2
Quarter Year Years Years Years Years
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(32)
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(60)
(71)

(54)
(68)

(44)
(63)

10th Percentile 14.85 22.33 13.12 18.81 13.18 8.44
25th Percentile 13.93 18.95 10.96 17.24 11.19 6.98

Median 12.95 15.54 8.97 15.10 9.42 5.47
75th Percentile 11.46 12.10 6.56 13.19 7.57 3.36
90th Percentile 10.34 8.27 4.52 11.45 5.99 1.37

Research Affiliates 12.23 18.20 8.69 14.40 9.30 5.73

Russell 2000 Index 12.39 16.30 7.75 13.45 8.24 4.55

Relative Return vs Russell 2000 Index
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Capital Guardian Trust Company
Period Ended March 31, 2013

Investment Philosophy
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.  **International Equity target is MSCI EAFE through 9/30/2000, 50% Hedged EAFE
through 3/31/2011, and MSCI EAFE again thereafter.


Quarterly Summary and Highlights
Capital Guardian’s portfolio posted a 4.82% return for the
quarter placing it in the 45 percentile of the CAI Non-U.S.
Equity Style group for the quarter and in the 34 percentile for
the last year.

Capital Guardian’s portfolio underperformed the MSCI EAFE
Index by 0.31% for the quarter and outperformed the MSCI
EAFE Index for the year by 1.34%.

Quarterly Asset Growth

Beginning Market Value $48,681,091

Net New Investment $-2,560,715

Investment Gains/(Losses) $2,323,037

Ending Market Value $48,443,413

Performance vs CAI Non-U.S. Equity Style (Gross)
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(45)(36)

(34)
(56)

(51)
(64)

(54)

(85)

(56)(62)

(90)(92)

(73)

(98)

10th Percentile 7.13 15.26 7.12 9.86 3.70 13.33 9.21
25th Percentile 5.51 13.29 5.10 8.02 2.37 12.24 7.85

Median 4.55 11.47 3.45 6.55 0.61 10.87 6.96
75th Percentile 3.70 9.44 1.49 5.01 (0.87) 10.09 5.93
90th Percentile 2.79 7.13 (1.16) 2.90 (2.26) 9.28 5.15

Capital Guardian 4.82 12.60 3.43 6.13 0.30 9.22 5.99

MSCI EAFE Index 5.13 11.25 2.39 3.86 (0.11) 9.06 3.92

Relative Return vs MSCI EAFE Index
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DFA International Small Value
Period Ended March 31, 2013

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 International Small Value’s portfolio posted a 8.09%
return for the quarter placing it in the 60 percentile of the CAI
International Small Cap Style group for the quarter and in
the 69 percentile for the last year.

DFA International Small Value’s portfolio underperformed
the World  ex US SC Va by 0.07% for the quarter and
outperformed the World  ex US SC Va for the year by
1.49%.

Quarterly Asset Growth

Beginning Market Value $10,605,552

Net New Investment $-18,188

Investment Gains/(Losses) $857,102

Ending Market Value $11,444,466

Performance vs CAI International Small Cap Style (Gross)
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(60)(58)

(69)
(76)

(82)(83)

(89)(90)

(65)(62)
(44)(46)

10th Percentile 10.66 20.73 8.81 14.42 9.50 7.30
25th Percentile 8.99 17.52 7.27 12.49 5.77 3.85

Median 8.21 15.53 5.55 11.18 2.91 1.18
75th Percentile 7.17 12.48 3.31 8.61 1.64 0.17
90th Percentile 5.19 9.27 0.66 7.27 (0.75) (2.15)

DFA International
Small Value 8.09 13.77 2.16 7.60 2.29 1.49

World  ex US SC Va 8.16 12.28 1.70 7.28 2.47 1.30

Relative Return vs World  ex US SC Va
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LSV Asset Management
Period Ended March 31, 2013

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.  **International Equity target is MSCI EAFE
through 9/30/2000, 50% Hedged EAFE through 3/31/2011, and MSCI EAFE again thereafter.

Quarterly Summary and Highlights
LSV Asset Management’s portfolio posted a 5.86% return
for the quarter placing it in the 23 percentile of the CAI
Non-U.S. Equity Style group for the quarter and in the 28
percentile for the last year.

LSV Asset Management’s portfolio outperformed the MSCI
EAFE Index by 0.73% for the quarter and outperformed the
MSCI EAFE Index for the year by 1.65%.

Quarterly Asset Growth

Beginning Market Value $48,566,738

Net New Investment $-59,295

Investment Gains/(Losses) $2,846,051

Ending Market Value $51,353,494

Performance vs CAI Non-U.S. Equity Style (Gross)
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(23)(36)

(28)
(56)

(55)(64)
(81)(85)

(65)(62)

(83)(79)

10th Percentile 7.13 15.26 7.12 9.86 3.70 8.24
25th Percentile 5.51 13.29 5.10 8.02 2.37 7.14

Median 4.55 11.47 3.45 6.55 0.61 5.47
75th Percentile 3.70 9.44 1.49 5.01 (0.87) 4.46
90th Percentile 2.79 7.13 (1.16) 2.90 (2.26) 3.75

LSV Asset
Management 5.86 12.91 3.29 4.43 (0.36) 4.13

MSCI EAFE Index 5.13 11.25 2.39 3.86 (0.11) 4.37

Relative Return vs MSCI EAFE Index
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Vanguard
Period Ended March 31, 2013

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’s portfolio posted a 6.64% return for the quarter
placing it in the 82 percentile of the CAI International Small
Cap Style group for the quarter and in the 91 percentile for
the last year.

Vanguard’s portfolio underperformed the S&P BMI EPAC
<$2 B by 1.88% for the quarter and underperformed the
S&P BMI EPAC <$2 B for the year by 2.58%.

Quarterly Asset Growth

Beginning Market Value $10,489,503

Net New Investment $10,164

Investment Gains/(Losses) $695,791

Ending Market Value $11,195,459

Performance vs CAI International Small Cap Style (Gross)
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10th Percentile 10.66 20.73 8.81 14.42 9.50 16.24
25th Percentile 8.99 17.52 7.27 12.49 5.77 14.29

Median 8.21 15.53 5.55 11.18 2.91 12.96
75th Percentile 7.17 12.48 3.31 8.61 1.64 11.61
90th Percentile 5.19 9.27 0.66 7.27 (0.75) 9.79

Vanguard 6.64 9.10 (0.50) 6.25 1.52 11.51

S&P BMI
EPAC <$2 B 8.51 11.68 2.00 7.13 1.25 10.93

Relative Return vs S&P BMI EPAC <$2 B
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Bank of North Dakota
Period Ended March 31, 2013

Investment Philosophy
The Bank of North Dakota (BND) uses 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).
**Blended Benchmark consists of BC Gov/Credit Bond Idx through 03/31/2004, BC Gov/Credit Index Intermediate through
06/30/2005, and BC Gov/Credit Bond Idx again thereafter.

Quarterly Summary and Highlights
Bank of North Dakota’s portfolio posted a (0.04)% return for
the quarter placing it in the 77 percentile of the CAI Core
Bond Fixed-Inc Style group for the quarter and in the 92
percentile for the last year.

Bank of North Dakota’s portfolio outperformed the BC
Gov/Credit Bond Idx by 0.13% for the quarter and
underperformed the BC Gov/Credit Bond Idx for the year by
0.48%.

Quarterly Asset Growth

Beginning Market Value $112,782,998

Net New Investment $-16,945

Investment Gains/(Losses) $-42,581

Ending Market Value $112,723,471

Performance vs CAI Core Bond Fixed-Inc Style (Gross)
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10th Percentile 0.50 6.56 7.50 7.41 7.48 6.28 7.73
25th Percentile 0.28 6.00 7.06 7.00 7.05 5.93 7.49

Median 0.13 5.12 6.67 6.36 6.46 5.61 7.39
75th Percentile (0.01) 4.42 6.21 5.97 5.98 5.39 7.19
90th Percentile (0.18) 4.12 6.01 5.80 5.67 5.01 7.05

Bank of
North Dakota (0.04) 4.07 5.93 5.64 5.28 4.82 6.83

BC Gov/Credit
Bond Idx (0.16) 4.56 6.52 6.10 5.50 4.88 6.89

Relative Return vs BC Gov/Credit Bond Idx
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Prudential
Period Ended March 31, 2013

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 0.27% return for the quarter
placing it in the 26 percentile of the CAI Core Bond Fixed-Inc
Style group for the quarter and in the 1 percentile for the last
year.

Prudential’s portfolio outperformed the Barclays Aggregate
Index by 0.39% for the quarter and outperformed the
Barclays Aggregate Index for the year by 4.36%.

Quarterly Asset Growth

Beginning Market Value $70,133,774

Net New Investment $-51,594

Investment Gains/(Losses) $190,650

Ending Market Value $70,272,831

Performance vs CAI Core Bond Fixed-Inc Style (Gross)
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Median 0.13 5.12 6.67 6.36 6.46 6.45
75th Percentile (0.01) 4.42 6.21 5.97 5.98 6.21
90th Percentile (0.18) 4.12 6.01 5.80 5.67 5.67

Prudential 0.27 8.14 8.92 8.59 8.74 8.07

Barclays
Aggregate Index (0.12) 3.77 5.73 5.52 5.47 5.81

Relative Return vs Barclays Aggregate Index
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Wells Capital
Period Ended March 31, 2013

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 0.27% return for the
quarter placing it in the 26 percentile of the CAI Core Bond
Fixed-Inc Style group for the quarter and in the 1 percentile
for the last year.

Wells Capital’s portfolio outperformed the Barclays Baa
Credit 3% In by 0.46% for the quarter and outperformed the
Barclays Baa Credit 3% In for the year by 1.17%.

Quarterly Asset Growth

Beginning Market Value $278,764,000

Net New Investment $-152,546

Investment Gains/(Losses) $750,342

Ending Market Value $279,361,797
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Western Asset Management Company
Period Ended March 31, 2013

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 0.45% return for the
quarter placing it in the 11 percentile of the CAI Core Bond
Fixed-Inc Style group for the quarter and in the 9 percentile
for the last year.

Western Asset’s portfolio outperformed the Barclays
Aggregate Index by 0.57% for the quarter and outperformed
the Barclays Aggregate Index for the year by 3.12%.

Quarterly Asset Growth

Beginning Market Value $209,509,812

Net New Investment $-94,331

Investment Gains/(Losses) $942,399

Ending Market Value $210,357,879

Performance vs CAI Core Bond Fixed-Inc Style (Gross)
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10th Percentile 0.50 6.56 7.50 7.41 7.48 6.28 7.73
25th Percentile 0.28 6.00 7.06 7.00 7.05 5.93 7.49

Median 0.13 5.12 6.67 6.36 6.46 5.61 7.39
75th Percentile (0.01) 4.42 6.21 5.97 5.98 5.39 7.19
90th Percentile (0.18) 4.12 6.01 5.80 5.67 5.01 7.05

Western Asset 0.45 6.90 7.85 8.52 7.56 6.06 7.83

Barclays
Aggregate Index (0.12) 3.77 5.73 5.52 5.47 5.02 6.88

Relative Return vs Barclays Aggregate Index
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Declaration
Period Ended March 31, 2013

Investment Philosophy
DMR assumed management of mortgage assets originally acquired by Brookfield (Hyperion).  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. Holdings include structured
finance assets: agency and non-agency RMBS, CMBS, and ABS.  DMR will seek to optimize the risk-return profile of the
portfolio and will look to identify and execute re-investment opportunities with focus on lower volatility,  par-based  assets.
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.  Declaration took over
management of this fund on April 1, 2010.  Prior performance reflects Hyperion Brookfield.

Quarterly Summary and Highlights
Declaration’s portfolio posted a 0.36% return for the quarter
placing it in the 28 percentile of the CAI Mtg-Backed FI Style
group for the quarter and in the 21 percentile for the last
year.

Declaration’s portfolio outperformed the Barclays Global Agg
Secur by 0.71% for the quarter and outperformed the
Barclays Global Agg Secur for the year by 3.48%.

Quarterly Asset Growth

Beginning Market Value $52,077,764

Net New Investment $5,435,025

Investment Gains/(Losses) $189,450

Ending Market Value $57,702,239

Performance vs CAI Mtg-Backed FI Style (Gross)
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90th Percentile (0.05) 2.26 4.01 3.97 3.98 3.26

Declaration 0.36 6.13 7.29 8.23 (4.24) (5.39)

Barclays
Global Agg Secur (0.35) 2.65 4.04 4.35 4.35 5.45

Relative Return vs Barclays Global Agg Secur
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PIMCO DiSCO II
Period Ended March 31, 2013

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 4.97% return for the
quarter placing it in the 1 percentile of the CAI Core Bond
Fixed-Inc Style group for the quarter and in the 1 percentile
for the last year.

PIMCO DiSCO II’s portfolio outperformed the Barclays
Mortgage by 5.02% for the quarter and outperformed the
Barclays Mortgage for the year by 34.63%.

Quarterly Asset Growth

Beginning Market Value $86,906,362

Net New Investment $0

Investment Gains/(Losses) $4,318,782

Ending Market Value $91,225,144

Performance vs CAI Core Bond Fixed-Inc Style (Gross)
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Western Asset Management TIPS
Period Ended March 31, 2013

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 TIPS’s portfolio underperformed the Barclays Glbl
Inftn-Lnked by 0.01% for the quarter and underperformed
the Barclays Glbl Inftn-Lnked for the year by 0.47%.

Quarterly Asset Growth

Beginning Market Value $187,941,421

Net New Investment $16,916,114

Investment Gains/(Losses) $-1,739,197

Ending Market Value $203,118,338
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JP Morgan Infrastructure
Period Ended March 31, 2013

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 2.51% for the quarter and outperformed the CPI-W for
the year by 10.64%.

Quarterly Asset Growth

Beginning Market Value $65,767,809

Net New Investment $-208,282

Investment Gains/(Losses) $2,652,831

Ending Market Value $68,212,358
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Eastern Timber Opportunities
Period Ended March 31, 2013

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 underperformed the
NCREIF Timberland Index by 0.22% for the quarter and
underperformed the NCREIF Timberland Index for the year
by 12.10%.

Quarterly Asset Growth

Beginning Market Value $59,195,880

Net New Investment $-1,819,758

Investment Gains/(Losses) $3,375,388

Ending Market Value $60,751,511
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Credit Suisse Cust. Infrastructure
Period Ended March 31, 2013

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
Credit Suisse Cust. Infrastructure’s portfolio underperformed
the CPI-W by 1.80% for the quarter and underperformed the
CPI-W for the year by 1.37%.

Quarterly Asset Growth

Beginning Market Value $13,267,867

Net New Investment $221,417

Investment Gains/(Losses) $-37,909

Ending Market Value $13,451,375
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INVESCO Core Real Estate
Period Ended March 31, 2013

Investment Philosophy
IREs real estate investment philosophy states that portfolio design and investment selection should maximize the
predictability and consistency of investment returns and minimize the risk of capital loss. This philosophy forms the
cornerstone of the companys investment strategy. The key elements of IREs investment strategy are as follows:
Emphasize Current Returns  Avoid Overheating Markets  Invest in Quality Properties   Actively Manage Investments

Quarterly Summary and Highlights
INVESCO Core Real Estate’s portfolio posted a 5.44%
return for the quarter placing it in the 3 percentile of the Total
Real Estate DB group for the quarter and in the 44
percentile for the last one-half year.

INVESCO Core Real Estate’s portfolio outperformed the
NCREIF Total Index by 2.88% for the quarter and
outperformed the NCREIF Total Index for the one-half year
by 0.27%.

Quarterly Asset Growth

Beginning Market Value $40,000,000

Net New Investment $-82,263

Investment Gains/(Losses) $2,175,356

Ending Market Value $42,093,093

Performance vs Total Real Estate DB (Net)
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JP Morgan Real Estate
Period Ended March 31, 2013

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 5.19% return for
the quarter placing it in the 4 percentile of the Total Real
Estate DB group for the quarter and in the 7 percentile for
the last year.

JP Morgan Real Estate’s portfolio outperformed the NCREIF
Total Index by 2.62% for the quarter and outperformed the
NCREIF Total Index for the year by 7.98%.

Quarterly Asset Growth

Beginning Market Value $60,306,832

Net New Investment $-949,788

Investment Gains/(Losses) $3,118,877

Ending Market Value $62,475,921

Performance vs Total Real Estate DB (Net)
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JP Morgan Short Term Bonds - Budget Stabilization Fund
Period Ended March 31, 2013

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
JPM Short Term - Budget’s portfolio outperformed the
Barclays Gov/Credit 1-3 Yr by 0.03% for the quarter and
outperformed the Barclays Gov/Credit 1-3 Yr for the year by
0.38%.

Quarterly Asset Growth

Beginning Market Value $150,559,708

Net New Investment $-10,810,000

Investment Gains/(Losses) $336,824

Ending Market Value $140,086,531
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Babson Short Term Bonds - Budget Stabilization Fund
Period Ended March 31, 2013

Investment Philosophy
The investment objective of this account is to outperform the total return of the Barclays Capital 1-3 year US Government
Index while minimizing fluctuations in capital value and providing sufficient liquidity to fund withdrawals.

Quarterly Summary and Highlights
Babson Short Term - Budget’s portfolio outperformed the
Barclays Gov 1-3 Yr by 0.28% for the quarter and
outperformed the Barclays Gov 1-3 Yr for the year by
2.03%.

Quarterly Asset Growth

Beginning Market Value $145,341,880

Net New Investment $21,253,952

Investment Gains/(Losses) $599,823

Ending Market Value $167,195,654
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Babson Bank Loans - Budget Stabilization Fund
Period Ended March 31, 2013

Investment Philosophy
Babson takes a credit-focused approach to asset selection by fully underwriting each credit they are shown and formally
presenting each investment opportunity to their investment committee. The firm seeks to determine where favorable value
exists based on fundamental bottom-up analysis and assess this value on a relative basis to other investments. The team
focuses on in-depth company and industry analysis, with particular attention paid to free cash flow generation,
management team and capital structure.

Quarterly Summary and Highlights
Babson Bank Loan - Budget’s portfolio underperformed the
CSFB Levered Loan Index by 0.90% for the quarter and
underperformed the CSFB Levered Loan Index for the year
by 2.67%.

Quarterly Asset Growth

Beginning Market Value $5,802,008

Net New Investment $-3,998,833

Investment Gains/(Losses) $73,017

Ending Market Value $1,876,192
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JP Morgan Short Term Bonds - Legacy Fund
Period Ended March 31, 2013

Investment Philosophy
The investment objective of this account is to outperform the total return of the Barclays Capital 1-3 year US Government
Index while minimizing fluctuations in capital value and providing sufficient liquidity to fund withdrawals.

Quarterly Summary and Highlights
Babson Short Term Legacy’s portfolio outperformed the
Barclays Gov 1-3 Yr by 0.23% for the quarter and
outperformed the Barclays Gov 1-3 Yr for the year by
1.82%.

Quarterly Asset Growth

Beginning Market Value $359,140,058

Net New Investment $109,714,038

Investment Gains/(Losses) $1,392,250

Ending Market Value $470,246,346
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Babson Short Term Bonds - Legacy Fund
Period Ended March 31, 2013

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
JPM Short Term Legacy’s portfolio outperformed the
Barclays Gov 1-3 Yr by 0.10% for the quarter and
outperformed the Barclays Gov 1-3 Yr for the year by
0.71%.

Quarterly Asset Growth

Beginning Market Value $356,439,484

Net New Investment $111,236,179

Investment Gains/(Losses) $912,888

Ending Market Value $468,588,551
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Ρεσεαρχη ανδ Εδυχατιοναλ Προγραmσ

Τηε Χαλλαν Ινϖεστmεντσ Ινστιτυτε προϖιδεσ ρεσεαρχη τηατ κεεπσ χλιεντσ υπδατεδ ον τηε λατεστ ινδυστρψ τρενδσ ωηιλε 

ηελπινγ τηεm λεαρν τηρουγη χαρεφυλλψ στρυχτυρεδ εδυχατιοναλ προγραmσ. Βελοω αρε τηε Ινστιτυτε�σ ρεχεντ πυβλιχατιονσ � 

αλλ οφ ωηιχη χαν βε φουνδ ατ ωωω.χαλλαν.χοm/ρεσεαρχη.

Wηιτε Παπερσ

Dοmεστιχ Εθυιτψ Βενχηmαρκ Ρεϖιεω

Τηε Dοmεστιχ Εθυιτψ Βενχηmαρκ Ρεϖιεω ισ δεσιγνεδ το αιδ ιν πορτφολιο mονιτορινγ ανδ εϖαλυ−

ατιον βψ ηελπινγ ρεαδερσ ασσεσσ τηε σιmιλαριτιεσ ανδ διφφερενχεσ ιν χοϖεραγε, περφορmανχε, 

ανδ χηαραχτεριστιχσ οφ ποπυλαρ δοmεστιχ εθυιτψ ινδιχεσ αλονγσιδε χοmπαραβλε Χαλλαν mαν−

αγερ στψλε γρουπσ.

529 Πλανσ Γραδυατε το τηε Νεξτ Λεϖελ: Αδοπτινγ Βεστ Πραχτιχεσ

529 plans continue to gather assets as tuition inlation has outpaced the Consumer Price In−

dex (CPI) for more than three decades. Compared to DC plans, 529s face different structural 
ανδ αδmινιστρατιϖε χηαλλενγεσ τηατ χαλλ φορ υνιθυε ινϖεστmεντ σολυτιονσ ανδ φεε στρυχτυρεσ. 

Μανψ DΧ πλαν βεστ πραχτιχεσ χαν βε αππλιεδ το 529 πλανσ το στρεαmλινε πλαν αδmινιστρατιον 

ανδ ενηανχε ινϖεστορ ουτχοmεσ. 

Risk Factors as Building Blocks for Portfolio Diversiication: 
Τηε Χηεmιστρψ οφ Ασσετ Αλλοχατιον

The CFA Institute reissued this paper (originally distributed by Callan in June 2012), which 
εξπλορεσ πορτφολιο χονστρυχτιον υσινγ ρισκ φαχτορσ, αλσο ρεφερρεδ το ασ ρισκ πρεmια, ασ τηε βασιχ 

ελεmεντσ.

Σεαλινγ Λεακσ: Αδδρεσσινγ 401(κ) Λεακαγε ανδ ιτσ Ιmπαχτ ον Ρετιρεmεντ

DΧ πλαν λεακαγε ινχλυδεσ χασηουτσ, ηαρδσηιπ ωιτηδραωαλσ, δελαψεδ παρτιχιπατιον, ανδ λοανσ. 

On average, workers to engage in these practices experience the same inancial impact as 
if they had delayed plan participation by ive years. Callan explores how leakage inluences 
ποτεντιαλ σαϖινγσ ουτχοmεσ ανδ ρεχοmmενδσ στεπσ πλαν σπονσορσ χαν τακε το ρεδυχε πλαν 

λεακαγε. Τηισ παπερ ινχλυδεσ εmπιριχαλ ρεσεαρχη βψ ϑαχκ ςανDερηει, Ρεσεαρχη Dιρεχτορ οφ 

EBRI, and Lori Lucas, DC Practice Leader for Callan.

ΧΑΛΛΑΝ 
ΙΝςΕΣΤΜΕΝΤΣ 
ΙΝΣΤΙΤΥΤΕ

Εδυχατιον

INVESTMENT RISK AND PERFORMANCE

©2013 CFA INSTITUTE   ◆   1

Risk Factors as Building Blocks for Portfolio 

Diversification: The Chemistry of Asset 

Allocation

Asset classes can be broken down into factors that explain risk, return, and correlation 

characteristics better than traditional approaches. Because seemingly diverse asset 

classes may have high correlations as a result of overlapping risk factor exposures, 

factor analysis can improve portfolio diversification. Creating risk factor–based port-

folios is theoretically possible, but practically challenging. Nevertheless, factor-based 

methodologies can be used to enhance portfolio construction and management.

SUMMARY

• Asset classes can be broken down into building 

blocks, or factors, that explain the majority of the 

assets’ risk and return characteristics. A factor-based 

investment approach enables the investor theoreti-

cally to remix the factors into portfolios that are 

better diversiied and more eicient than traditional 

portfolios.

• Seemingly diverse asset classes can have unexpect-

edly high correlations—a result of the signiicant 

overlap in their underlying common risk factor 

exposures. hese high correlations caused many 

portfolios to exhibit poor diversiication in the 

recent market downturn, and investors can use risk 

factors to view their portfolios and assess risk.

• Although constructing ex ante optimized portfolios 

using risk factor inputs is possible, there are signii-

cant challenges to overcome, including the need for 

active, frequent rebalancing; creation of forward-

looking assumptions; and the use of derivatives and 

short positions. However, key elements of factor-

based methodologies can be integrated in multiple 

ways into traditional asset allocation structures to 

enhance portfolio construction, illuminate sources 

of risk, and inform manager structure.

INTRODUCTION
In search of higher returns at current risk levels, institu-

tional investors have expressed intense interest in further 

diversifying seemingly staid, “traditional” asset alloca-

tions constructed using asset class inputs with mean–

variance-optimization (MVO) tools. During the past 

decade, institutional investors have augmented public 

ixed income and equity allocations with a wide range of 

strategies—including full and partial long/ short, risk-

parity, and low-volatility strategies—and have enlarged 

allocations to alternative strategies. However, compara-

tively little has been accomplished at the overall policy 

level; for most investors, asset classes remain the primary 

portfolio building blocks.

In this article, I explore portfolio construction by 

using risk factors, also referred to as “risk premia,” as the 

basic elements. heoretically, this approach may result in 

lower correlations between various portfolio components 

and may lead to more eicient and diversiied allocations 

than traditional methods. However, the practical limi-

tations of policy portfolios constructed with risk factors 

are signiicant enough that few investors are embracing 

full-scale implementation. Yet, much of the intuition of 

risk factor portfolios can be used to reine and augment 

traditional allocations and ofers a holistic and succinct 

manner to diversify portfolio risk.

by EUGENE L. PODKAMINER, CFA
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Εξηιβιτ 3 offers more detail on Callan’s 529 Peer Group consensus glide path (the equal-weighted aver−

αγε οφ αλλ 529 πλανσ ιν τηε γρουπ). Ιτ ρεϖεαλσ τηατ τηε τρανσφερ οφ εθυιτψ ρισκ το οτηερ ασσετσ ισ σταρκερ τηαν 

the simple equity rolldown indicates. Starting around age 11, the glide path begins to shift from equity to 

ixed income and money market funds. As money market funds make up more of the allocation, the dura−

tion (interest rate risk exposure) of the portfolio drops substantially. The reduction in the expected return 

ανδ ϖολατιλιτψ οφ τηεσε φυνδσ ισ τηερεφορε mυχη σηαρπερ τηαν τηε τψπιχαλ ταργετ δατε φυνδ γιϖεν τηε γρεατερ 

percentage allocated to money market funds versus other types of ixed income.

This rapid reduction in return potential is pronounced when viewed on a time-weighted return basis. How−

ever, the reduction becomes more severe when one recognizes that the bulk of 529 assets are contrib−

uted when beneiciaries are already midway toward adulthood, shortening the potential for compounded 

returns. Because of this contribution pattern, if an account is opened for a beneiciary at age 11, the age-

based funds will have already progressed signiicantly along the equity rolldown, and the beneiciary is 

likely to experience only one or two equity market cycles.

For the investment managers and consultants that design glide paths for age-based funds, the cash low 

pattern tilted toward later years and the short accumulation period combine to form a signiicant portfolio 

construction obstacle. With too rapid a rolldown, equity risk begins to act more like a one-time event, after 

which risk is rapidly taken off the table. With too slow a rolldown, beneiciaries near college age can suffer 

signiicant year-to-year volatility, which impacts their ability to inancially plan for college.

Another important difference between the glide paths seen in the DC retirement market and 529 age-based 

φυνδσ ισ τηε λαχκ οφ υνιφορmιτψ ιν τηε αγε βανδσ. Wηιλε ταργετ ρετιρεmεντ δατε φυνδσ αρε αλmοστ υνιϖερσαλλψ 

structured into increments of ive or 10 years (such as a 2020 and a 2025 or 2030 fund), the increments 

for 529 age bands vary widely. In some cases this is simply driven by the plan administrator’s operational 

abilities, and in others it is an investment decision. The lack of uniformity further complicates the choice of a 

plan for investors, as the smoothness of the glide path reduces the impact of volatility; however, plans vary 

widely with respect to how many portfolios are utilized by a given age-based fund glide path. 

Εξηιβιτ 3

Χαλλαν 529 Πεερ Γρουπ 

Χονσενσυσ Γλιδε Πατη 

Ασσετ Αλλοχατιον
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Στψλε Αναλψσισ

ズ Τηισ στψλε mαπ αναλψζεσ ανδ χοmπαρεσ τηε

ινϖεστmεντ στψλεσ οφ τηε βροαδ χαπιταλιζατιον

βενχηmαρκσ ατ ψεαρ−ενδ φορ τηε παστ τηρεε

ψεαρσ υσινγ δεταιλεδ ηολδινγσ−βασεδ στψλε

αναλψσισ mετηοδολογψ.

ズ Τηε σιζε χοmπονεντ οφ στψλε ισ mεασυρεδ βψ

τηε ωειγητεδ mεδιαν mαρκετ χαπιταλιζατιον οφ

τηε ηολδινγσ, ωηιλε τηε ϖαλυε/χορε/γροωτη

στψλε διmενσιον ισ χαπτυρεδ βψ τηε χοmβινεδ

Ζ−σχορε οφ τηε πορτφολιο.

ズ Τηε λαργερ τηε σψmβολ, τηε mορε ρεχεντ τηε

τιmε περιοδ, ωιτη τηε λαργεστ σψmβολ

ρεπρεσεντινγ 2012.

Ζ−Σχορεσ

ズ Τηισ λινε χηαρτ ανδ χηαρτσ ον τηε φολλοωινγ

παγε σηοω χοmβινεδ Ζ−σχορεσ φορ τηε βροαδ

χαπιταλιζατιον ινδιχεσ βψ στψλε οϖερ τηε φιϖε

ψεαρσ ενδινγ Dεχεmβερ 31, 2012.

ズ Τηε χορε βροαδ ινδιχεσ mαινταινεδ Ζ−σχορεσ

χονσιστεντλψ χλοσε το ζερο οϖερ τηε παστ φιϖε

ψεαρσ. Τηρουγηουτ 2011 ανδ mυχη οφ 2012,

τηε Χαλλαν Αλλ Χαπ Βροαδ Στψλε mεδιαν

ρεmαινεδ mορε γροωτη−λικε τηαν τηε ινδιχεσ.
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ςαλυεσ 12.31.12:∗

10τη Περχεντιλε: 1.4

90τη Περχεντιλε: −0.8

∗ Τηε γρεψ Χαλλαν πεερ γρουπ αρεα ισ τοο βροαδ το φιτ τηε 

σχαλε οφ τηισ χηαρτ. Ινστεαδ, τηε ϖαλυεσ ασ οφ 12.31.12 φορ 

τηε 10τη ανδ 90τη πεερ γρουπ περχεντιλεσ αρε ιν γρεεν τεξτ.

Κνοωλεδγε. Εξπεριενχε. Ιντεγριτψ.

 Leakage in the retirement cycle has a substantial impact on savings, potentially resulting in signiicant 

ρεδυχτιονσ ιν ρετιρεmεντ ινχοmε αδεθυαχψ.

 Deined contribution (DC) plan leakage includes cashouts, hardship withdrawals, delayed participa−

tion, and loans. On average, workers who engage in these practices experience the same inancial 

impact as if they had delayed plan participation by ive years.1 

 Τηρουγη πλαν δεσιγν ανδ προαχτιϖε χοmmυνιχατιον, πλαν σπονσορσ χαν στεm χονσιδεραβλε δαmαγε 

χαυσεδ βψ λεακαγε.2

Ιντροδυχτιον

The modern deined contribution plan was conceived in 2006 with the passage of the Pension Protection 

Act. This plan bears very little resemblance to the supplemental savings plans of the 1990s. Provisions 

within the PPA hastened a shift by corporate plan sponsors away from deined beneit plans, while at the 

same time bolstering usage of features in DC plans such as automatic enrollment and automatic contribu−

tion escalation. DC plans are now commonly positioned as the primary employer-sponsored retirement 

income vehicle for American workers. However, while the PPA made great strides in enhancing workers’ 

ability to save money in their DC plans, it did little to address plan leakage, which manifests in the form of 

loans, cashouts, and withdrawals.

In this paper, Callan explores how leakage inluences potential savings outcomes and recommends steps 

πλαν σπονσορσ χαν τακε το ρεδυχε πλαν λεακαγε. Τηισ παπερ ινχλυδεσ εmπιριχαλ ρεσεαρχη βψ ϑαχκ ςανDερηει, 

Research Director of the Employee Beneit Research Institute (EBRI), and Lori Lucas, CFA, Executive Vice 

President and Deined Contribution Practice Leader for Callan Associates, as well as Executive Committee 

Member of the Deined Contribution Institutional Investment Association (DCIIA).

CALLAN 
INVESTMENTS 
INSTITuTE

Ρεσεαρχη

ϑανυαρψ 2013

Σεαλινγ Λεακσ

Addressing 401(k) Leakage and Its Impact on Retirement 

1  Analysis applies only to plans with auto-enrollment and auto-escalation, and to employees with at least 30 years of  eligibility.

2 While the research for this paper is confined to 401(k) plan behavior, its findings can be extrapolated to other plan types.
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Θυαρτερλψ Πυβλιχατιονσ

Θυαρτερλψ Dατα: Τηε Μαρκετ Πυλσε ρεφερενχε γυιδε χοϖερινγ ινϖεστmεντ ανδ φυνδ σπονσορ τρενδσ ιν τηε Υ. Σ. εχονο−

my, domestic and international equities and ixed income, and alternatives. And our Ινσιδε Χαλλαν�σ Dαταβασε ρεπορτ 

ωηιχη προϖιδεσ περφορmανχε ινφορmατιον γατηερεδ φροm Χαλλαν�σ προπριεταρψ δαταβασε, αλλοωινγ ψου το χοmπαρε ψουρ 

φυνδσ ωιτη ψουρ πεερσ.

Χαπιταλ Μαρκετ Ρεϖιεω: Α θυαρτερλψ mαχρο−εχονοmιχ ινδιχατορ νεωσλεττερ τηατ προϖιδεσ τηουγητφυλ ινσιγητσ ον τηε 

economy as well as recent performance in the equity, ixed income, alternatives, international, real estate, and other 
χαπιταλ mαρκετσ.

Πριϖατε Μαρκετσ Τρενδσ: Α σεασοναλ νεωσλεττερ τηατ δισχυσσεσ τηε mαρκετ ενϖιρονmεντ, ρεχεντ εϖεντσ, περφορmανχε 

ανδ οτηερ ισσυεσ ινϖολϖινγ πριϖατε εθυιτψ.

Ηεδγε Φυνδ Μονιτορ: Α θυαρτερλψ νεωσλεττερ τηατ προϖιδεσ α χυρρεντ ϖιεω οφ ηεδγε φυνδ ινδυστρψ τρενδσ ανδ δεταιλεδ 

θυαρτερλψ περφορmανχε χοmmενταρψ.

DΧ Οβσερϖερ & Χαλλαν DΧ Ινδεξ�: Α θυαρτερλψ νεωσλεττερ τηατ οφφερσ Χαλλαν�σ οβσερϖατιονσ ον α ϖαριετψ οφ τοπιχσ 

pertaining to the deined contribution industry. Each issue is updated with the latest Callan DC Index™ returns.

Συρϖεψσ

2013 Ρισκ Μαναγεmεντ Συρϖεψ

The 2008 market crisis put risk in the spotlight and prompted fund iduciaries to look at risk 
management in a new light. Callan ielded this survey in November 2012. Responses came 
φροm 53 φυνδ σπονσορσ ρεπρεσεντινγ ∃576 βιλλιον ιν ασσετσ. Τηε ϖαστ mαϕοριτψ οφ τηισ γρουπ ηασ 

taken concrete steps in the past ive years to address investment risks. Many facets of risk 
mαναγεmεντ αρε χοϖερεδ ιν τηισ συρϖεψ, συχη ασ στατσ ον ρισκ τοολσ/σψστεmσ: 55% οφ συρϖεψ 

respondents ind them to be effective and 14% do not, with the remainder undecided. 

2013 Deined Contribution Trends Survey
This annual survey relects on 2012 and what to look ahead to in 2013. Key indings include: 
Plan sponsors register improvements in iduciary awareness and activity; Signs of confu−

sion remain when it comes to meeting the DOL’s fee disclosure requirements; Adoption of 
auto features and Roth designated accounts appears to have plateaued; and Plan sponsors 
αρε γεττινγ α ηανδλε ον ρεϖενυε σηαρινγ.

2012 Ινϖεστmεντ Μαναγεmεντ Χοmπενσατιον Συρϖεψ

Callan conducted this survey of investment management irms to report on compensation 
πραχτιχεσ ανδ τρενδσ ιν τηε Υ.Σ. ινστιτυτιοναλ ινϖεστmεντ mαρκετ φροm 2010 το 2011. Τηισ συρ−

ϖεψ προϖιδεσ αν υπδατε το Χαλλαν�σ 2007 Ινϖεστmεντ Μαναγεmεντ Χοmπενσατιον Συρϖεψ, 

ωηιχη χαπτυρεδ χοmπενσατιον πραχτιχεσ φροm 2005 το 2006.

2011 Ινϖεστmεντ Μαναγερ Φεε Συρϖεψ

Wε ρεπορτ ον ινστιτυτιοναλ ινϖεστmεντ mαναγεmεντ φεε παψmεντ πραχτιχεσ ανδ τρενδσ. Τηε 

συρϖεψ ινχλυδεσ πυβλισηεδ ανδ αχτυαλ φεε δατα, ανδ θυαλιτατιϖε ασ ωελλ ασ θυαντιτατιϖε οβσερ−

ϖατιονσ φροm βοτη φυνδ σπονσορσ ανδ ινϖεστmεντ mαναγερσ.

Χαλλαν Ινϖεστmεντσ Ινστιτυτε

2013 Deined Contribution Trends
Relecting on 2012 and looking ahead to 2013.

ΧΑΛΛΑΝ 
ΙΝςΕΣΤΜΕΝΤΣ 
ΙΝΣΤΙΤΥΤΕ

  
Survey

2013 Ρισκ Μαναγεmεντ Συρϖεψ

Ρισκ Μαναγεmεντ ιν α Νεω Λιγητ

ΧΑΛΛΑΝ 
ΙΝςΕΣΤΜΕΝΤΣ 
ΙΝΣΤΙΤΥΤΕ

  
Συρϖεψ

ΧΑΛΛΑΝ 
ΙΝςΕΣΤΜΕΝΤΣ 
ΙΝΣΤΙΤΥΤΕ

  
Συρϖεψ

2012 Ινϖεστmεντ Μαναγεmεντ 

Χοmπενσατιον

Σεπτεmβερ 2012

Χαλλαν Ασσοχιατεσ • Knowledge for Investors

ΟΧΤΟΒΕΡ 2011

2011 ΙΝςΕΣΤΜΕΝΤ ΜΑΝΑΓΕΜΕΝΤ ΦΕΕ ΣΥΡςΕΨ

ΧΑΛΛΑΝ ΙΝςΕΣΤΜΕΝΤΣ ΙΝΣΤΙΤΥΤΕ
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Χαλλαν Ινϖεστmεντσ Ινστιτυτε

Εϖεντσ

Dιδ ψου mισσ ουτ ον α Χαλλαν χονφερενχε ορ ωορκσηοπ? Ιφ σο, ψου χαν χατχη υπ ον ωηατ ψου mισσεδ βψ ρεαδινγ ουρ 

�Εϖεντ Συmmαριεσ� ανδ δοωνλοαδινγ τηε αχτυαλ πρεσεντατιον σλιδεσ φροm ουρ ωεβσιτε. Ουρ mοστ ρεχεντ προγραmσ:

Τηε 2013 Νατιοναλ Χονφερενχε Συmmαρψ φεατυρεσ α σψνοπσισ οφ ουρ σπεακερσ: Ροβερτ 

Zoellick, Sheena Iyengar, Riz Khan, and the 2013 Capital Markets Panel. (Please note that 
χοντραχτυαλ αγρεεmεντσ πρεϖεντεδ υσ φροm ινχλυδινγ συmmαριεσ οφ Γορδον Βροων ανδ Νειλ 

deGrasse Tyson.) The Summary also reviews our three workshops: risk management, stra−

τεγιχαλλψ ταχτιχαλ ινϖεστινγ, ανδ αλτερνατιϖεσ ιν DΧ πλανσ. Σλιδε−δεχκσ οφ σελεχτ χονφερενχε 

πρεσεντατιονσ αρε αλσο αϖαιλαβλε ον ουρ ωεβσιτε.

Συmmαρψ ωριτε−υπ ανδ τηε πρεσεντατιον οφ ουρ Οχτοβερ 2012 Ρεγιοναλ Wορκσηοπ, Τιmε το 

Τερmινατε? Χονσιδερατιονσ φορ Μακινγ α Μαναγερ Χηανγε. Φεατυρεδ ιν τηισ ωορκσηοπ 

were Bud Pellecchia, Millie Viqueira, and Kelly Cliff from Callan Associates discussing the 
ποτεντιαλ χονσεθυενχεσ ανδ χηαλλενγεσ οφ τερmινατινγ α mαναγερ φροm α φυνδ.

Υπχοmινγ Εδυχατιοναλ Προγραmσ

Please join us at our June 2013 Regional Workshops where we will discuss the ixed income turmoil that investors 
are facing today. The session will explore the current ixed income landscape, the role of ixed income in a total port−
folio, products (including specialty mandates and “exotic” strategies), and what our clients are doing.

Ανχηορ το Wινδωαρδ ορ Αλβατροσσ? Σεα Χηανγε ιν Φιξεδ Ινχοmε

Φαχιλιτατορσ:

Brett Cornwell, CFA – Vice President
Bill Howard, CFA – Senior Vice President
Matt Routh, CFA – Assistant Vice President
Joined by Callan’s Chicago and San Francisco Ofice Consultants

Ουρ ρεσεαρχη χαν βε φουνδ ατ ωωω.χαλλαν.χοm/ρεσεαρχη ορ φεελ φρεε το χονταχτ υσ φορ ηαρδ χοπιεσ. 

Φορ mορε ινφορmατιον αβουτ ρεσεαρχη ορ εδυχατιοναλ εϖεντσ, πλεασε χονταχτ Ραψ Χοmβσ ορ Γινα Φαλσεττο 

ατ ινστιτυτε≅χαλλαν.χοm ορ 415−974−5060.

ΧΑΛΛΑΝ

ΙΝςΕΣΤΜΕΝΤΣ

ΙΝΣΤΙΤΥΤΕ

Χονσιδερατιονσ φορ Μακινγ α Μαναγερ Χηανγε

Τιmε το Τερmινατε? 

Κελλψ Χλιφφ, ΧΑΙΑ, ΧΦΑ

Σενιορ ςιχε Πρεσιδεντ

Μιλλιε ςιθυειρα 

Σενιορ ςιχε Πρεσιδεντ

Βυδ Πελλεχχηια 

Σενιορ ςιχε Πρεσιδεντ

2012 Ρεγιοναλ Wορκσηοπσ

Οχτοβερ 24 � Χηιχαγο, ΙΛ

Οχτοβερ 25 � Νεω Ψορκ, ΝΨ

Τηιρτψ−Τηιρδ

Νατιοναλ Χονφερενχε
 

ϑανυαρψ 28 � ϑανυαρψ 30, 2013  

Παλαχε Ηοτελ 

Σαν Φρανχισχο 

ΧΑΛΛΑΝ 
ΙΝςΕΣΤΜΕΝΤΣ 
ΙΝΣΤΙΤΥΤΕ

Εϖεντ  
Συmmαρψ



Τηε Χεντερ φορ Ινϖεστmεντ Τραινινγ Εδυχατιοναλ Σεσσιονσ

Τηισ εδυχατιοναλ φορυm οφφερσ βασιχ−το−ιντερmεδιατε λεϖελ ινστρυχτιον ον αλλ χοmπονεντσ οφ τηε ινϖεστmεντ mαναγε−

ment process. Continuing education credits are available for The CFA Institute, IBCFP, and NASBA. The “Callan 
Χολλεγε� χουρσεσ χοϖερ τοπιχσ τηατ αρε κεψ το υνδερστανδινγ ψουρ ρεσπονσιβιλιτιεσ, τηε ρολεσ οφ εϖερψονε ινϖολϖεδ 

ιν τηισ προχεσσ, ηοω τηε προχεσσ ωορκσ, ανδ ηοω το ινχορπορατε τηεσε στρατεγιεσ ανδ χονχεπτσ ιντο αν ινϖεστmεντ 

προγραm. Λιστεδ βελοω αρε τηε διφφερεντ τψπεσ οφ σεσσιονσ Χαλλαν οφφερσ.

Στανδαρδ Σεσσιον

ϑυλψ 16−18, 2013 ιν Χηιχαγο

Τηισ ισ α τωο δαψ σεσσιον δεσιγνεδ φορ ινδιϖιδυαλσ ωιτη mορε τηαν τωο ψεαρσ εξπεριενχε ωιτη ινστιτυτιοναλ ασσετ mαν−

αγεmεντ οϖερσιγητ ανδ/ορ συππορτ ρεσπονσιβιλιτιεσ. Τηε σεσσιον ωιλλ προϖιδε αττενδεεσ ωιτη α τηορουγη οϖερϖιεω οφ 

prudent investment practices for both deined beneit and deined contribution funds. We cover the key concepts 
νεεδεδ το συχχεσσφυλλψ mεετ α φυνδ�σ ινϖεστmεντ οβϕεχτιϖεσ.

The course work addresses the primary components of the investment management process: the role of the idu−

ciary; capital market theory; asset allocation; manager structure; investment policy statements; manager search; 
custody, securities lending, fees; and performance measurement.

This course is beneicial to anyone involved in the investment management process, including: trustees and staff 
members of public, corporate and Taft-Hartley retirement funds (deined beneit and/or deined contribution); trustees 
and staff members of endowment and foundation funds; representatives of family trusts; and investment manage−

mεντ προφεσσιοναλσ ανδ σταφφ ινϖολϖεδ ιν χλιεντ σερϖιχε, βυσινεσσ δεϖελοπmεντ, χονσυλταντ ρελατιονσ, ανδ πορτφολιο 

mαναγεmεντ.

Τυιτιον φορ τηε Στανδαρδ �Χαλλαν Χολλεγε� σεσσιον ισ ∃2,500 περ περσον. Τυιτιον ινχλυδεσ ινστρυχτιον, αλλ mατεριαλσ, 

breakfast and lunch on each day, and dinner on the irst evening with the instructors.

�ΧΑΛΛΑΝ 
ΧΟΛΛΕΓΕ�

Εδυχατιον

ΦΙΡΣΤ ΘΤΡ 2013



�Χαλλαν Χολλεγε�

Αν Ιντροδυχτιον το Ινϖεστmεντσ

Οχτοβερ 29−30, 2013 ιν Σαν Φρανχισχο

Τηισ ονε ανδ ονε ηαλφ δαψ σεσσιον ισ δεσιγνεδ φορ ινδιϖιδυαλσ ωηο ηαϖε λεσσ τηαν τωο ψεαρσ εξπεριενχε ωιτη ινστιτυ−

τιοναλ ασσετ mαναγεmεντ οϖερσιγητ ανδ/ορ συππορτ ρεσπονσιβιλιτιεσ. Τηε σεσσιον ωιλλ φαmιλιαριζε φυνδ σπονσορ τρυστεεσ, 

σταφφ, ανδ ασσετ mαναγεmεντ αδϖισορσ ωιτη βασιχ ινϖεστmεντ τηεορψ, τερmινολογψ, ανδ πραχτιχεσ.

Participants in the introductory session will gain a basic understanding of the different types of institutional funds, 
ινχλυδινγ α δεσχριπτιον οφ τηειρ οβϕεχτιϖεσ ανδ ινϖεστmεντ σεσσιον στρυχτυρεσ. Τηε σεσσιον ινχλυδεσ:

• Α δεσχριπτιον οφ τηε διφφερεντ παρτιεσ ινϖολϖεδ ιν τηε ινϖεστmεντ mαναγεmεντ προχεσσ, ινχλυδινγ τηειρ ρολεσ ανδ 

ρεσπονσιβιλιτιεσ

• A brief outline of the types and characteristics of different Plans (e.g.,deined beneit, deined contribution, 
endowments, foundations, operating funds)

• An introduction to iduciary issues as they pertain to Fund management and oversight
• Αν οϖερϖιεω οφ χαπιταλ mαρκετ τηεορψ, χηαραχτεριστιχσ οφ ϖαριουσ ασσετ χλασσεσ, ανδ τηε προχεσσεσ βψ ωηιχη 

iduciaries implement their investment sessions

Τυιτιον φορ τηε Ιντροδυχτορψ �Χαλλαν Χολλεγε� σεσσιον ισ ∃2,350 περ περσον. Τυιτιον ινχλυδεσ ινστρυχτιον, αλλ mατεριαλσ, 

breakfast and lunch on each day, and dinner on the irst evening with the instructors.

Χυστοmιζεδ Σεσσιονσ

Α υνιθυε φεατυρε οφ τηε �Χαλλαν Χολλεγε� ισ ιτσ αβιλιτψ το εδυχατε ον α σπεχιαλιζεδ λεϖελ τηρουγη ιτσ χυστοmιζεδ σεσσιονσ. 

Τηεσε σεσσιονσ αρε ταιλορεδ το mεετ τηε τραινινγ ανδ εδυχατιοναλ νεεδσ οφ τηε παρτιχιπαντσ, ωηετηερ ψου αρε α πλαν 

sponsor or you provide services to institutional tax-exempt plans. Past customized “Callan College” sessions have 
covered topics such as: custody, industry trends, sales and marketing, client service, international, ixed income, and 
managing the RFP process. Instruction can be tailored to be basic or advanced.

Φορ mορε ινφορmατιον πλεασε χονταχτ Κατηλεεν Χυννιε, ατ 415.274.3029 ορ χυννιε≅χαλλαν.χοm.



 

List of Managers That Do Business with Callan Associates Inc. 

Confidential – For Callan Client Use Only 

Callan Associates takes its fiduciary and disclosure responsibilities to clients very seriously. The list below is compiled and updated quarterly because 
we believe our fund sponsor clients should have a clear understanding of the investment management organizations that do business with our firm. As 
of 03/31/13, Callan provided educational, consulting, software, database, or reporting services to this list of managers through one or more of the 
following business units: Institutional Consulting Group, Independent Adviser Group, Fund Sponsor Consulting, the Callan Investments Institute and the 
“Callan College.” Per strict policy these manager relationships do not affect the outcome or process by which any of Callan’s services are conducted. 

Fund sponsor clients may request a copy of this list at any time. Fund sponsor clients may also request specific information regarding the fees paid to 
Callan by the managers employed by their fund. Per company policy, information requests regarding fees are handled exclusively by Callan’s 
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Quarterly List as of  

March 31, 2013

Knowledge. Experience. Integrity. 

Manager Name Educational Services Consulting Services 
1607 Capital Partners, LLC  Y 
Aberdeen Asset Management  Y 
Acadian Asset Management, Inc. Y  
Advisory Research Y  
Affiliated Managers Group  Y 
AllianceBernstein Y  
Allianz Global Investors Capital Y Y 
American Century Investment Management Y  
American Yellowstone Advisors, LLC  Y 
Analytic Investors Y  
Apollo Global Management Y  
AQR Capital Management Y  
Ares Management Y  
Aronson + Johnson + Ortiz Y  
Artio Global Management (fka, Julius Baer) Y  
Atalanta Sosnoff Capital, LLC Y  
Atlanta Capital Management Co., L.L.C. Y Y 
Aviva Investors North America Y  
AXA Rosenberg Investment Management Y  
Babson Capital Management LLC Y  
Baillie Gifford International LLC  Y  
Baird Advisors Y Y 
Bank of America  Y 
Barclays Capital Inc. Y  
Baring Asset Management Y  
Barrow, Hanley, Mewhinney & Strauss, Inc.  Y 
Batterymarch Financial Management, Inc. Y  
BlackRock Y  
BMO Asset Management Y  
BNY Mellon Asset Management Y Y 
Boston Company Asset Management, LLC (The) Y Y 
Brandes Investment Partners, L.P. Y Y 
Brandywine Global Investment Management, LLC Y  
Brown Brothers Harriman & Company Y  
Cadence Capital Management Y  
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Capital Guardian Trust Company Y  

CastleArk Management, LLC  Y 

Causeway Capital Management Y  

Central Plains Advisors, Inc.  Y 

Chartwell Investment Partners Y  

Citigroup Asset Management Y  

ClearBridge Investments, LLC (fka ClearBridge Advisors) Y  

Columbia Management Investment Advisors, LLC Y  

Columbus Circle Investors Y Y 

Cooke & Bieler, L.P.  Y 

Corbin Capital Y  

Cornerstone Capital Management Holdings (fka Madison Square) Y  

Cramer Rosenthal McGlynn, LLC Y  

Crawford Investment Council Y Y 

Credit Suisse Y  

Crestline Investors  Y 

Cutwater Asset Management Y  

DB Advisors Y Y 

Delaware Investments Y Y 

DePrince, Race & Zollo, Inc. Y Y 

Diamond Hill Investments Y  

Dimensional Fund Advisors Inc.  Y 

DSM Capital Partners  Y 

Duff & Phelps Investment Mgmt. Y  

Eagle Asset Management, Inc.  Y 

EARNEST Partners, LLC Y  

Eaton Vance Management Y Y 

Echo Point Investment Management Y  

Epoch Investment Partners Y  

Evanston Capital Management Y  

Fayez Sarofim & Company Y Y 

Federated Investors  Y 

Fiduciary Asset Management Company Y Y 

First Eagle Investment Management Y  

Fisher Investments Y  

Flag Capital Management Y  

Franklin Templeton   Y Y 

Fred Alger Management Co., Inc. Y  

GAM (USA) Inc. Y  

GE Asset Management Y Y 

Goldman Sachs Asset Management Y Y 

Grand-Jean Capital Management Y Y 

Grantham, Mayo, Van Otterloo & Co., LLC Y  

Great Lakes Advisors, Inc. Y Y 

Guggenheim Investments Asset Management (fka Security Global) Y  

Harbor Capital  Y 
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Harris Investment Management, Inc. Y  

Hartford Investment Management Co. Y Y 

Henderson Global Investors Y  

Hermes Investment Management (North America) Ltd. Y  

Hotchkis & Wiley Y  

Income Research & Management Y  

ING Investment Management Y Y 

INTECH Investment Management Y  

Invesco Y Y 

Investec Y  

Institutional Capital LLC Y  

Janus Capital Group (fka Janus Capital Management, LLC) Y Y 

Jensen Investment Management  Y 

J.P. Morgan Asset Management Y Y 

KeyCorp  Y 

Knightsbridge Asset Management, LLC  Y 

Lazard Asset Management Y Y 

Lee Munder Capital Group Y  

Lincoln National Corporation  Y 

Logan Circle Partners, L.P. Y  

Longview Partners Y  

Loomis, Sayles & Company, L.P. Y Y 

Lord Abbett & Company Y Y 

Los Angeles Capital Management Y  

LSV Asset Management Y  

Lyrical Partners Y  

MacKay Shields LLC Y Y 

Man Investments Y  

Manulife Asset Management Y  

Marvin & Palmer Associates, Inc. Y  

Metropolitan Life Insurance Company  Y 

Metropolitan West Capital Management, LLC  Y 

MFS Investment Management Y Y 

Mondrian Investment Partners Limited Y Y 

Montag & Caldwell, Inc. Y Y 

Morgan Stanley Alternative Investment Partners Y  

Morgan Stanley Investment Management Y Y 

Mountain Lake Investment Management LLC  Y 

Newton Capital Management Y  

Neuberger Berman, LLC (fka, Lehman Brothers) Y Y 

Northern Lights Capital Group  Y 

Northern Trust Global Investment Services Y Y 

Northern Trust Value Investors  Y 

Nuveen Investments Institutional Services Group LLC Y Y 

OFI Institutional Asset Management Y  

Old Mutual Asset Management Y  
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Old Mutual International Y  

OppenheimerFunds, Inc. Y  

Pacific Investment Management Company Y  

Palisade Capital Management LLC Y  

Palisades Investment Partners, LLC Y Y 

Partners Group Y  

Peregrine Capital Management, Inc.  Y 

Perkins Investment Management Y  

Philadelphia International Advisors, LP Y  

PineBridge Investments (formerly AIG) Y  

Pioneer Investment Management, Inc. Y  

PNC Capital Advisors (fka Allegiant Asset Mgmt) Y Y 

Principal Global Investors Y Y 

Private Advisors Y  

Prudential Fixed Income Y  

Prudential Investment Management, Inc. Y Y 

Putnam Investments, LLC  Y 

Pyramis Global Advisors Y  

Rainier Investment Management Y  

RBC Global Asset Management (U.S.) Inc.  Y 

Regions Financial Corporation  Y 

Renaissance Technologies Corp.  Y 

RCM Y Y 

Rice Hall James & Associates, LLC  Y 

Robeco Investment Management Y Y 

Rothschild Asset Management, Inc. Y Y 

Russell Investment Management Y  

Santander Global Facilities  Y 

Sasco Capital, Inc.  Y 

Schroder Investment Management North America Inc. Y Y 

Scottish Widows Investment Partnership Y  

Security Global Investors Y  

SEI Investments  Y 

SEIX Investment Advisors, Inc. Y  

Smith Graham and Company  Y 

Smith Group Asset Management Y Y 

Southeastern Asset Management  Y 

Standard Life Investments Y  

Standish (fka, Standish Mellon Asset Management) Y  

State Street Global Advisors Y  

Stone Harbor Investment Partners, L.P.  Y 

Stratton Management  Y 

Systematic Financial Management Y  

T. Rowe Price Associates, Inc. Y Y 

Taplin, Canida & Habacht Y  
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TIAA-CREF Y  

TCW Asset Management Company Y  

Thompson, Siegel & Walmsley LLC Y  

Thrivent Asset Management Y  

Tradewinds Global Investors Y  

Turner Investment Partners Y  

UBP Asset Management LLC Y  

UBS Y Y 

Union Bank of California  Y 

Valley Forge Asset Management Y  

Van Eck Y  

Victory Capital Management Inc. Y  

Virtus Investment Partners  Y 

Vulcan Value Partners, LLC  Y 

Waddell & Reed Asset Management Group Y  

WEDGE Capital Management  Y 

Wellington Management Company, LLP Y  

Wells Capital Management Y  

West Gate Horizons Advisors, LLC  Y 

Western Asset Management Company Y  

William Blair & Co., Inc. Y Y 

Yellowstone Partners  Y 
 



AGENDA ITEM IV.A.1.







SIB Managers Currently Under Review 

Manager Pool 
Review 

Inception Reason   Status 
Calamos Pension Feb-13 Nick Calamos resignation as co-CIO, Gary 

Black hiring as co-CIO 
Ongoing review, on-site visit pending 

Clifton Group Pension, 
Insurance 

Nov-12 Acquisition by Parametric Portfolio Associates Ongoing review, acquisition closed 

Credit Suisse Pension, 
Insurance 

Aug-12 Credit Suisse announced intention to divest 
Customized Fund Investment Group (CFIG) 

Ongoing review, sale pending 

Epoch Investment Partners Pension Dec-12 Acquisition by TD Bank Group Ongoing review, on-site visit pending 

Loomis Sayles Pension Oct-12 Full Discretion co-PM Kathleen Gaffney 
departure 

Ongoing review of two additions to Full 
Discretion team and Dan Fuss succession 
plan 

State Street Pension Jun-12 Process change: Addition of dynamic 
component to existing static model 

Ongoing review of dynamic model, 
contingent upon global equity mandate 
structure review 
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