
 
 

 
 
 
 
 
 
 
 
         

        Friday, February 28, 2014, 8:30 a.m. 
       Peace Garden Room, State Capitol 

       600 E Blvd, Bismarck, ND  
 
 

AGENDA 
 
 

I.      CALL TO ORDER AND ACCEPTANCE OF AGENDA  

 

 

II.       ACCEPTANCE OF MINUTES (January 24, 2014) 

 
 

III. INVESTMENTS 

 
A. Callan Associates 

1. Market Update 4
th

 Quarter 2013 – Mr. Erlendson (enclosed) 15 minutes 
2. Pension Trust Review Quarter Ending 12-31-13 - Mr. Erlendson (enclosed) 25 minutes 
3. Insurance Trust Review Quarter Ending 12-31-13 - Mr. Erlendson (enclosed) 25 minutes 

 
B. Investment Performance, Fee and Service Review 

1. Peer Performance  - Mr. Hunter (enclosed) 10 minutes 
2. Risk Review & Attribution Analysis  – Mr. Schulz (enclosed) 10 minutes 
3. Fee & Custody Review – Mr. Hunter (enclosed) 10 minutes 
4. Securities Lending Review – Mr. Hunter (enclosed) 5 minutes 
5. Watch List Recommendations - Mr. Schulz (enclosed) 5 minutes 
6. Emerging Market Equity Update - Mr. Hunter (enclosed) 5 minutes 

 
 

IV. GOVERNANCE 

 

A. Administration 

1. Technical Legislation Recommendation – Ms. Flanagan / Ms. Murtha (enclosed) 10 minutes 
2. PERS & LAFRC Response Update - Mr. Hunter 5 minutes 
3. RIO Staffing Update - Mr. Hunter (enclosed) 5 minutes 
4. Mountain States Investor Agenda - Mr. Hunter (enclosed) 5 minutes 
5. Legal Updates (Haliburton & Health Care Trust Fund) - Ms. Murtha (enclosed) 10 minutes 
6. Litigation Monitoring - Mr. Hunter (enclosed) 10 minutes 
7. SIB 2014-15 Meeting Dates Recommendations - Mr. Hunter (enclosed) 5 minutes 
 
 

V. OTHER 

 
 Next Meetings: 
 SIB meeting - March 28, 2014, 8:30 a.m. - State Capitol, Peace Garden Room  
 SIB Audit Committee meeting - February 28, 2014, 1:00 p.m. - State Capitol, Peace Garden Room 

 

 

VI. ADJOURNMENT 

 

 

 

 

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

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

    MINUTES OF THE 

JANUARY 24, 2014, BOARD MEETING 

 

BOARD MEMBERS PRESENT: Drew Wrigley, Lt. Governor, Chair 

  Mike Sandal, Vice Chair 

  Clarence Corneil, TFFR (Parliamentarian, Telecon) 

  Lance Gaebe, Land Commissioner 

Mike Gessner, TFFR Board 

     Adam Hamm, Insurance Commissioner  

Rob Lech, TFFR Board 

Howard Sage, PERS Board  

 Kelly Schmidt, State Treasurer 

  Cindy Ternes, Workforce Safety & Insurance 

 Tom Trenbeath, PERS Board 

 

STAFF PRESENT:   Connie Flanagan, Fiscal & Investment Op Mgr 

     Bonnie Heit, Assistant to the SIB  

     David Hunter, ED/CIO 

     Fay Kopp, Deputy ED/CRO 

     Cody Schmidt, Compliance Officer 

Darren Schulz, Deputy CIO 

 

OTHERS PRESENT:  Ron Leingang, former PERS & SIB trustee 

  Jan Murtha, Attorney General’s Office 

       

   

CALL TO ORDER:      

 

Lt. Governor Wrigley called the State Investment Board (SIB) meeting to order at 

8:30 a.m. on Friday, January 24, 2014, at the State Capitol, Peace Garden Room, 

600 E Boulevard, Bismarck, ND. 

 

A quorum was present for the purpose of conducting business. 

 

The SIB welcomed Mr. David Hunter, ED/CIO, Mr. Cody Schmidt, Compliance Officer, 

and also welcomed back Ms. Connie Flanagan, Fiscal & Investment Operations 

Manager.  

 

AGENDA: 

 

IT WAS MOVED BY MR. GESSNER AND SECONDED BY MS. TERNES AND CARRIED ON A VOICE 

VOTE TO ACCEPT THE AGENDA FOR THE JANUARY 24, 2014, MEETING. 

 

AYES: COMMISSIONER GAEBE, TREASURER SCHMIDT, MR. SANDAL, COMMISSIONER HAMM, MR. 

CORNEIL, MS. TERNES, MR. GESSNER, MR. TRENBEATH, MR. LECH, MR. SAGE, AND LT. 

GOVERNOR WRIGLEY  

NAYS: NONE  

MOTION CARRIED 

 

MINUTES: 

 

The minutes were considered from the November 22, 2013, meeting.  

 

IT WAS MOVED BY MR. SANDAL AND SECONDED BY MR. LECH AND CARRIED ON A VOICE VOTE 

TO ACCEPT THE NOVEMBER 22, 2013, MINUTES AS WRITTEN.  
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AYES: MR. GESSNER, COMMISSIONER GAEBE, MR. SAGE, MS. TERNES, TREASURER SCHMIDT, 

MR. LECH, COMMISSIONER HAMM, MR. CORNEIL, MR. TRENBEATH, MR. SANDAL, AND LT. 

GOVERNOR WRIGLEY 

 

NAYS: NONE 

MOTION CARRIED 

 

INVESTMENTS: 

 

Public Pension Peer Performance Summary – Mr. Hunter provided an update on the 

SIB’s Pension Fund’s investment returns. For the 12 months ended September 30, 

2013, the Pension Fund’s investment returns were in the first quartile of all 

public pension plans and also ranked in the top third during the last three 

years. The Pension Funds were also in the 37
th
 percentile of the Callan Associates 

Public Fund Sponsor Database for the 10 year period ended September 30, 2013.  

 

Investment Manager Rankings – Mr. Hunter reviewed the SIB investment managers by 

assets under management and fees paid in FY 2013 for the Pension Fund and 

Insurance Funds. Mr. Hunter and Mr. Schulz will be ranking the SIB investment 

managers by assets and fees and conducting relationship reviews to confirm the 

reasonableness of investment management fees and pursuing fee reductions wherever 

possible. In addition, they will also confirm overall adherence to investment 

guidelines and risk/return expectations.     

 

Global Equity Transition – Mr. Schulz reported the first phase of restructuring 

the Pension Global Equity asset class has been completed. The transition took 

place in December 2013 and will generate an estimated $750,000 in annual fee 

savings going forward. 

 

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

VOTE TO ACCEPT THE FOLLOWING INVESTMENT REPORTS; PUBLIC PENSION PEER PERFORMANCE 

SUMMARY, INVESTMENT MANAGER RANKINGS, AND THE GLOBAL EQUITY TRANSITION UPDATE. 

 

AYES: MR. CORNEIL, MR. TRENBEATH, COMMISSIONER GAEBE, MR. GESSNER, COMMISSIONER 

HAMM, MR. SAGE, MR. SANDAL, TREASURER SCHMIDT, MS. TERNES, MR. LECH, AND LT. 

GOVERNOR WRIGLEY 

NAYS: NONE 

MOTION CARRIED   

 

Westridge/WG Trading – Ms. Murtha updated the SIB on the Westridge/WG Trading 

litigation. The cost basis of this investment was $75 million. To date, two 

distributions have been made to the SIB by the court appointed receiver and a 

proposed third distribution is expected which will result in a total return of 

approximately $71 million or 94.4% of the original cost basis of the investment 

to the SIB.   

 

Ms. Murtha requested the SIB enter into Executive Session to discuss the tolling 

agreement with Deloitte.  

 

IT WAS MOVED BY COMMISSIONER GAEBE AND SECONDED BY MR. TRENBEATH AND CARRIED ON A 

ROLL CALL VOTE TO ENTER INTO EXECUTIVE SESSION PER NDCC §44-04-19.1(5) AND NDCC 

§44-04-19.2 FOR ATTORNEY CONSULTATION REGARDING THE WESTRIDGE/WG TRADING 

LITIGATION.   

 

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

GAEBE, MR. SAGE, MR. LECH, MR. SANDAL, MR. TRENBEATH, MR. CORNEIL, AND LT. GOVERNOR WRIGLEY 

NAYS: NONE 

MOTION CARRIED 
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The SIB entered into Executive Session at 9:05 a.m. and exited at 9:26 a.m. The 

SIB, RIO staff, and Ms. Murtha were in attendance. 

 

The SIB provided guidance to Ms. Murtha regarding the Westridge/WG Trading 

litigation strategy but did not find it necessary to take any formal action at 

this time after consulting with Ms. Murtha. Ms. Murtha will continue to provide 

updates as warranted.   

 

GOVERNANCE: 

 

Audit Committee Liaison Report – Mr. Gessner updated the SIB on activities of the 

SIB Audit Committee from their November 22, 2013, meeting. The Committee received 

the audit results of the Retirement and Investment Office’s (RIO) financial 

statements for the fiscal year ended June 30, 2013, by Mr. Jason Ostroski, 

CliftonLarsonAllen. The firm issued an unmodified, clean opinion.  

 

Mr. Ostroski also reviewed the new accounting statements the Governmental 

Accounting Standards Board (GASB) recently approved.  GASB 67, Financial 

Reporting for Pension plans, replaces GASB 25. It provides for accounting with 

respect to the TFFR plan, effective fiscal year July 1, 2013, to June 30, 2014.  

GASB 68, Accounting and Financial Reporting for Pensions, replaces GASB 27.  It 

provides for the financial reporting by employers/school districts with respect 

to TFFR, effective fiscal year July 1, 2014, to June 30, 2015. 

 

Mr. Gessner also stated with the retirement of the Audit Supervisor, current 

plans are to complete 24 school district audits and four not in compliance 

reviews. As of November 15, 2013, eight audits were completed, three audits are 

in progress, and one not in compliance review is in progress. Mr. Gessner also 

reported the TFFR File Maintenance Audit was completed and changes made to TFFR 

member account data by RIO employees was tested. No exceptions were noted.  

 

Ms. Kopp provided an update on the status of RIO’s Audit Supervisor position. The 

position was posted on December 31, 2013 and closes January 24, 2014. To date, 

the State Human Resource Management Services (HRMS) has received one application. 

Ms. Kopp will be reviewing next steps with HRMS, Mr. Hunter, and Ms. Becky 

Dorwart, Chair of the SIB Audit Committee.    

 

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

VOTE TO ACCEPT THE SIB AUDIT COMMITTEE REPORT. 

 

AYES: MR. SAGE, MR. SANDAL, MR. CORNEIL, MR. GESSNER, MR. LECH, MR. TRENBEATH, 

MS. TERNES, COMMISSIONER HAMM, COMMISSIONER GAEBE, TREASURER SCHMIDT, AND LT. 

GOVERNOR WRIGLEY 

NAYS: NONE 

MOTION CARRIED 

 

Legislative Update – Mr. Hunter updated the SIB on the Legislative Audit & Fiscal 

Review Committee (LAFRC) meeting he, Mr. Schulz, Ms. Kopp, and Ms. Walcker 

attended on January 21, 2014. The Committee heard the results of RIO’s financial 

statements for the fiscal years ended June 30, 2013 and June 30, 2012, by Mr. 

Thomas Rey, CliftonLarsonAllen. Mr. Hunter also stated staff fielded questions 

from the LAFRC on the SIB’s investment management fees and the Teachers’ Fund for 

Retirement (TFFR) funded ratio trends. Staff will be working on putting together 

the appropriate information to address the LAFRC questions at their next 

scheduled meeting.   
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Organizational Chart Update – Mr. Hunter reviewed a revised organizational chart 

for RIO and also provided an update on staffing. Mr. Cody Schmidt assumed the 

role of Compliance Officer effective December 9, 2013, and Ms. Connie Flanagan 

was reinstated as Fiscal & Investment Operations Manager, effective January 22, 

2014. Positions left to be filled are the Audit Supervisor and Investment 

Analyst.   

 

Interim Compensation Update – Mr. Hunter stated interim compensation adjustments 

were given to staff affected by the vacancies in the Fiscal Division and the 

adjustments will be discontinued now that the Compliance Officer and Fiscal and 

Investment Operations Manager positions have been filled.     

 

QUARTERLY MONITORING: 

 

The following monitoring reports were considered for the quarter ending December 

31, 2013; Budget/Financial Conditions, Executive Limitations/Staff Relations, 

Investment Program, Retirement Program, and the Retirement and Investment Office 

(RIO) June 30, 2013, Financial Audit Report. 

 

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

VOTE TO ACCEPT THE MONITORING REPORTS FOR THE QUARTER ENDING DECEMBER 31, 2013, 

AND RIO’S FINANCIAL AUDIT REPORT FOR THE PERIOD ENDING JUNE 30, 2013. 

 

AYES: MR. TRENBEATH, TREASURER SCHMIDT, MR. CORNEIL, COMMISSIONER GAEBE, MR. 

LECH, MR. SANDAL, COMMISSIONER HAMM, MR. GESSNER, MR. SAGE, MS. TERNES, AND LT. 

GOVERNOR WRIGLEY 

NAYS: NONE 

MOTION CARRIED  

 

OTHER: 

 

The next SIB meeting is scheduled for February 28, 2014, at 8:30 am at the Peace 

Garden Room, State Capitol, Bismarck, ND.    

 

The next SIB Audit Committee meeting is scheduled for February 28, 2014, at 1:00 

pm at the Peace Garden Room, State Capitol, Bismarck, ND.    

 

ADJOURNMENT: 

 

With no further business to come before the SIB, Lt. Governor Wrigley adjourned 

the meeting at 9:50 a.m. 

 

___________________________________  

Lt. Governor Wrigley, Chair 

State Investment Board  

 

___________________________________ 

Bonnie Heit 

Assistant to the Board 
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U.S. Economy
Periods Ending December 31, 2013

● Fed announced that QE will be scaled back to $65B/month (from initial $85B) starting in February
● Fourth quarter GDP was 3.2%, strong but down from 4.1% in the third quarter.
● December headline & core CPI increased 1.5% and 1.7%, respectively, over the last year
● Unemployment is at 6.7% through the end of December

-10%

-8%

-6%

-4%

-2%

0%

2%

4%

6%

8%

Quarterly Real GDP Growth (20 Years)

94 95 96 97 98 99 00 01 02 03 04 05 06 07 08 09 10 11 12 13
(20%)

(10%)

0%

10%

20%

Inflation Year-Over-Year

CPI (All Urban Consumers) PPI (All Commodities)

Source: Bureau of Labor Statistics
Source: Bureau of Economic Analysis
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US Fiscal Situation Improving?

Sources: PNC Capital Advisors, US Treasury, FactSet Research Systems

● A 16-day partial shutdown of 
the US Government due to a 
budget impasses failed to 
wreak much havoc on the 
economy.

● Tax revenues have been 
rising through the recovery.

● Government expenditures 
have decreased.

● The Federal government’s 
fiscal deficit is narrowing.
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Economic Indicators

Source: Wall Street Journal

● Unemployment rate is falling (6.7%) and so is the labor force participation rate; job gains have not replaced those 
lost in the recession.
̶ Labor force participation rate may continue to decline as the U.S. population ages (baby boomers are retiring).

● 3rd quarter GDP was revised up to 4.1% increasing from the 2nd quarter GDP of 2.5%.

● For December, Headline & Core CPI increased 1.5% and 1.7%, respectively, over the trailing twelve-months.
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Periods Ending December 31, 2013

Asset Class Performance

for Periods Ended December 31, 2013
Periodic Table of Investment Returns

MSCI:Emer Markets

1.9%

MSCI:Emer Markets

(2.3%)

MSCI:Emer Markets

(1.7%)

MSCI:Emer Markets

15.1%

MSCI:Emer Markets

11.5%

MSCI:EAFE US$

5.7%

MSCI:EAFE US$

22.8%

MSCI:EAFE US$

8.2%
MSCI:EAFE US$

12.4%

MSCI:EAFE US$

6.9%

Index
Barclays:Aggregate

(0.1%)

Index
Barclays:Aggregate

(2.0%)

Index
Barclays:Aggregate

3.3%

Index
Barclays:Aggregate

4.4%

Index
Barclays:Aggregate

4.5%

3 Month T-Bill

0.0%

3 Month T-Bill

0.1%
3 Month T-Bill

0.1%
3 Month T-Bill

0.1%

3 Month T-Bill

1.7%

S&P:500

10.5%
S&P:500

32.4%

S&P:500

16.2%

S&P:500

17.9%
S&P:500

7.4%

S&P:600 Small Cap

9.8%

S&P:600 Small Cap

41.3%

S&P:600 Small Cap

18.4%

S&P:600 Small Cap

21.4%
S&P:600 Small Cap

10.7%

Last Quarter Last Year Last 3 Years Last 5 Years Last 10 Years

● Small caps outperformed 
for the last 1, 3 & 5 years

● S&P 500 gained 10.5% for 
quarter and 32.4% for year

● Aggregate fell 0.1% for 
quarter and 2.0% for the 
year

● International equities 
lagged domestic equities 
over all cumulative time 
periods shown
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Periods Ending December 31, 2013

U.S. Equity Returns
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U.S. Equity Style Returns

● Last Quarter: Large caps outperformed small caps; growth and value mixed
● Last Year: Small caps best, growth led value

Periods Ending December 31, 2013

Represents 3 best 
performing asset 
classes in time period

Represents 3 worst 
performing asset 
classes in time period

Represents 3 middle 
performing asset 
classes in time period

Large Cap Core is represented by the Russell Top 200 Index, Large Cap Value is represented by the Russell Top 200 Value Index and Large Cap Growth is 
represented by the Russell Top 200 Growth Index. Mid Cap Core is represented by the Russell Mid Cap Index, Mid Cap Value is represented by the Russell Mid 
Cap Value Index and Mid Cap Growth is represented by the Russell Mid Cap Growth Index. Small Cap Core is represented by the Russell 2000 Index, Small 
Cap Value is represented by the Russell 2000 Value Index and Small Cap Growth is represented by the Russell 2000 Growth Index.

Value Core Growth Value Core Growth

Large Large 

Mid Mid 

Small Small 9.3% 8.7% 8.2% 34.5% 38.8% 43.3%

8.6% 8.4% 8.2% 33.5% 34.8% 35.7%

4Q 2013 Annualized 1 Year Returns

10.6% 11.1% 11.5% 32.1% 32.4% 32.7%
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2.0%
2.2%

2.4%
3.3%

4.8%
4.8%

5.2%
5.2%

7.4%
7.9%

8.2%

0.0% 2.0% 4.0% 6.0% 8.0% 10.0%

Materials
Utilities

Cons Staples
Energy

Cons Disc
MSCI ACWI ex-US

Financials
Industrials

Health Care
IT

Telecom

ACWI ex-U.S. Sector Returns

International Equity Returns

● Most equity markets around the globe were 
positive during the fourth calendar quarter.

● Emerging markets (+1.9%) lagged both the US 
(+10.1%) and developed markets (+ 5.7%).

● Major currencies, except the yen, appreciated 
in value (vs. U.S. dollar).

Source: Barrow Hanley Benchmark Review 4Q13 

Periods Ending December 31, 2013

*Euro returns from 1Q99. German mark prior to 1Q99.
Source: MSCI
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● In Europe, Germany was in the vanguard 
with +13.28%, versus plodding Portugal with 
+1.28%.

● In the Pacific, Hong Kong (+3.35%) and 
Japan (+2.29%) led the pack. 

● Cumbersome commodities continued to 
plague Australia (-0.87%) and New Zealand 
(-4.09%).

Non-U.S. Equity: Return Attribution for EAFE Countries
Quarter ended December 31, 2013 (U.S. Dollar)

Source: MSCI 

Country Total
Austrailia -0.87%
Austria 3.20%
Belgium 7.99%
Denmark 10.26%
Finland 11.82%
France 6.01%
Germany 13.28%
Hong Kong 3.35%
Ireland 11.32%
Israel 6.34%
Italy 10.67%
Japan 2.29%
Netherlands 8.62%
New Zealand -4.09%
Norway 5.90%
Portugal 1.28%
Singapore 0.72%
Spain 11.39%
Sweden 5.18%
Switzerland 4.27%
U.K. 7.41%

7.45%
0.27%
1.19%
1.17%
0.91%

10.03%
9.49%
2.84%
0.29%
0.44%
2.23%

20.92%
2.72%
0.12%
0.81%
0.18%
1.47%
3.36%
3.24%
8.91%

21.95%

Currency
-4.32%
1.80%
1.80%
1.76%
1.80%
1.80%
1.80%
0.02%
1.80%
1.58%
1.80%

-6.64%
1.80%

-1.18%
-0.87%
1.80%

-0.62%
1.80%
0.01%
1.68%
2.28%

Local
3.60%
1.38%
6.08%
8.35%
9.85%
4.15%

11.28%
3.33%
9.36%
4.53%
8.71%
9.57%
6.71%

-2.94%
6.83%

-0.51%
1.34%
9.42%
5.17%
2.55%
5.02%

Wtg
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Yield Curve Changes

● The yield curve shifted up, which hurt returns, especially for bonds with longer maturities.
● 10-year Treasury yield increased 40 basis points from last quarter ending at 3.04%.
● The breakeven inflation rate stayed even at 2.2% as of 12/31/13; both real and nominal yields 

shifted up by approximately 0.4%.
● TIPS fell 2.0% in the quarter, compared to the BC Agg which decline 0.1%
● Rates fell post quarter end with the 10-year at 2.72% on January 30.

Periods Ending December 31, 2013
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Total Rates of Return by Bond Sector
Periods Ending December 31, 2013

Barclays Aggregate

Barclays Treasury

Barclays Agency

Barclays CMBS

Barclays ABS

Barclays Mortgage

Barclays Credit

Barclays High Yield

Absolute Returns for Quarter ended December 31, 2013

-0.14%

-0.75%

-0.17%

0.53%

0.32%

-0.42%

0.92%

3.58%

Source: Barclays

0.78%

0.00%

0.25%

0.85%

0.46%

0.57%

2.08%

4.22%

Excess Return versus Like-Duration Treasuries
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Going Forward
● Will the Fed put an end to quantitative easing?

̶ QE3 reduced to $65B (from $85B) in monthly asset purchases; many investors still anticipate QE3 to end in late 2014.

̶ Fed reiterated intention to maintain zero interest rate policy for the immediate future.

̶ New Fed Chairwoman Janet Yellen is expected to continue easy monetary policy, at least in the short-term.

● Rise in domestic equities in 2013 means the stock market is no longer cheap
̶ However, valuations do not appear to be overvalued on a historical basis (forward P/E for the S&P 500 Index of 15.4x vs. 

historical average of 14.9x, dot com era reached about 25x).

̶ Stocks appear cheap on a relative basis compared to bonds (S&P 500 earnings yield is 6.5% vs. Baa bond yield of 5.3%).

● While volatile, consumer sentiment is on an upward trend since 2008
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Rising Rates: How Might Assets React?

Source: Neuberger Berman, “Solving for 2014”, page  12.

Some get hurt, others not so much
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Asset Allocation: What’s it really good for?

● Lacking certainty about the future, investors seek economic diversification to a range of scenarios 
like inflation, deflation, stagflation and growth.

● Individual asset classes serve different roles within the Total Portfolio.
– Allocation size will influence the magnitude of an asset class’s potential benefit and its risk to the Total Fund.

Economic Growth and Inflation will determine which assets perform well

In
fla

tio
n

Economic Growth
Low (Falling) Growth,

High (Rising) Inflation High Growth, High Inflation

Inflation Linked Bonds (TIPS)
Commodities
Infrastructure

Real Assets
(e.g., Real Estate, Timberland, Farmland, Energy)

Low Growth, Low Inflation (Deflation) High Growth, Low Inflation

Cash

Government Bonds

Corporate Debt

Equity
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2 Knowledge. Experience. Integrity. Fourth Quarter 2013 

Agenda 

● Pension Trust results and observations 

● Insurance Trust results and observations 

● Summary of capital market projections 

 



Pension Trust Quarterly Review 
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ND Pension Trust Allocation at 12/31/13 

$000s Weight Percent $000s
Asset Class Actual Actual Target Dif f erence Dif f erence
Domestic Equity       1,034,143   23.3%   21.3%    2.0%          87,987
Domestic Fixed Income         790,219   17.8%   18.1% (0.3%) (13,792)
International Equity         640,389   14.4%   14.2%    0.2%           9,618
Int'l Fixed Income         208,738    4.7%    5.0% (0.3%) (13,365)
Global Real Estate         407,825    9.2%    9.7% (0.5%) (23,054)
World Equity         757,615   17.1%   16.0%    1.1%          46,888
Priv ate Equity         205,828    4.6%    4.9% (0.3%) (11,833)
Timber         193,445    4.4%    4.9% (0.5%) (24,215)
Inf rastructure         165,828    3.7%    4.9% (1.2%) (51,832)
Cash Equiv alents          38,019    0.9%    1.0% (0.1%) (6,401)
Total       4,442,050  100.0%  100.0%

Actual Asset Allocation

Domestic Equity
23%

Domestic Fixed Income
18%

International Equity
14%

Int'l Fixed Income
5%

Global Real Estate
9%

World Equity
17%

Private Equity
5%

Timber
4%

Infrastructure
4%

Cash Equivalents
1%

Target Asset Allocation

Domestic Equity
21%

Domestic Fixed Income
18%

International Equity
14%

Int'l Fixed Income
5%

Global Real Estate
10%

World Equity
16%

Private Equity
5%

Timber
5%

Infrastructure
5%

Cash Equivalents
1%
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One-quarter Pension Results as of 12/31/13 

1. Tight control over asset allocation was demonstrated by RIO staff by maintaining target 

allocations within +/- 2% during the second fiscal quarter of 2013. 

2. The Pension Trust includes nine (9) individual Funds with TFFR and PERS constituting over 90% 

of the Total Market value of the Pension Trust. 

3. Timber was the only lagging asset class during the quarter. 

 Timber benchmarks are poor proxies for “the market” because they are not investable comprise few assets. 

4. The Pension Trust’s Total Return during the quarter was ahead of target by 80 basis points. 

Manager returns drive performance results 
Relative Attribution Effects for Quarter ended December 31, 2013

Effective Effective Total
Actual Target Actual Target Manager Asset Relative

Asset Class Weight Weight Return Return Effect Allocation Return
Domestic Equity 23% 21% 10.69% 9.88% 0.18% 0.08% 0.26%
Domestic Fixed Income 18% 18% 0.88% 0.88% 0.00% (0.00%) (0.00%)
Global Real Estate 9% 10% 4.67% 2.53% 0.20% 0.01% 0.21%
Timber 4% 5% (1.53%) 0.93% (0.12%) 0.01% (0.10%)
Infrastructure 4% 5% 3.32% (0.59%) 0.15% 0.06% 0.21%
International Equity 15% 14% 4.92% 4.87% 0.01% 0.00% 0.01%
International Fixed Inc. 5% 5% (0.49%) (0.72%) 0.01% 0.01% 0.02%
Private Equity 5% 5% 1.62% 1.62% 0.00% 0.00% 0.00%
World Equity 17% 16% 9.11% 8.00% 0.18% 0.02% 0.20%
Cash & Equivalents 1% 1% 0.01% 0.02% (0.00%) 0.00% 0.00%

Total = + +5.30% 4.50% 0.61% 0.19% 0.80%
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One-year Pension Results as of 12/31/13 

1. RIO staff consistently has maintained close attention to maintaining target  asset allocations. 

2. Most asset classes generated returns that were higher than their respective benchmarks’ return. 

 Managers within the equity asset classes in particular produced very strong relative returns through the year. 

3. Illiquid asset classes are prone to performance evaluation challenges since the relevant indices 

are not investable.  Nevertheless, the Teredo and Springbank timber investments have been 

challenged due to their focus on southern pine. 

4. The Pension Trust returned nearly 17% during calendar year 2013 versus a target of 15%. 

Manager returns drive performance results 
One Year Relative Attribution Effects

Effective Effective Total
Actual Target Actual Target Manager Asset Relative

Asset Class Weight Weight Return Return Effect Allocation Return
Domestic Equity 23% 21% 37.22% 34.43% 0.54% 0.35% 0.90%
Domestic Fixed Income 18% 18% 1.84% 0.52% 0.27% (0.01%) 0.25%
Global Real Estate 9% 10% 14.58% 10.98% 0.34% 0.03% 0.37%
Timber 5% 5% (3.59%) 4.39% (0.44%) 0.00% (0.44%)
Infrastructure 4% 5% 7.16% 1.45% 0.23% 0.15% 0.39%
International Equity 15% 14% 19.56% 16.81% 0.37% 0.05% 0.42%
International Fixed Inc. 5% 5% (3.81%) (3.08%) (0.03%) (0.01%) (0.04%)
Private Equity 5% 5% 5.15% 5.15% 0.00% (0.03%) (0.03%)
World Equity 15% 16% 28.94% 26.68% 0.45% (0.25%) 0.20%
Cash & Equivalents 1% 1% 0.06% 0.07% (0.00%) (0.02%) (0.02%)

Total = + +16.98% 14.96% 1.73% 0.28% 2.01%
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North Dakota Pension Trust 

● Investment returns were better than benchmark in all public equity-oriented asset classes except 
emerging markets.  The JPMorgan portfolio was the source of the underperformance in 
emerging markets equity during 2013 returning (4.2%) versus the MSCI Emerging Markets 
Equity Index’s (3.1%). 

– RIO investment staff and Callan are presently engaged in a manager search project to identify 
qualified emerging market equity candidates to round out this segment of the Global Equity portfolio. 

– The Clifton Group’s (which will be called “Parametric Clifton” as of 1/1/14) two domestic equity 
strategies both underperformed their respective benchmarks during 2013.  The enhanced large cap 
strategy trailed the S&P 500, 31.0% versus 32.4%.  The small cap enhanced strategy very modestly 
trailed the Russell 2000, 38.6% versus 38.8%..We believe both strategies  will achieve objectives. 

● Investment Grade fixed-income beat the Barclay’s Aggregate’s return during calendar-year 2013, 
(0.11%) versus (2.02%) chiefly due to PIMCO DiSCO II’s +12% return. 

● The High Yield allocation modestly lagged the Barclays High Yield Corporate 2% issuer cap 
Index during calendar 2013, +7.2% versus +7.4%.  Loomis, which managed over 90% of the 
high yield allocation was the reason for the underperformance.  Loomis returned 6.7% in 2013. 

● The timber portfolio, managed by Timber Investments Resources LLC (TIRLLC), has lagged 
benchmark.  It is composed primarily of southeastern pine which has been particularly hard hit 
by the construction drop-off following the 2008 – 09 economic crisis.  Additionally, the 
Springbank portfolio’s “higher and better use” (HBU) strategy has failed to deliver the return 
premia originally anticipated.  

 

Asset Class and Manager Observations 
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North Dakota Pension Trust 

● Loomis Sayles manages over 90% of the Pension Trust’s high yield bond allocation.  The 
manager underperformed in 2013.  While longer term results are ahead of benchmark for the 
five years ended 12/31/13, +19.4% versus +19.0%, the strategy’s volatility is relatively high. 

● Additionally, we make note of the following personnel issues: 

● 10/19/2012 - Loomis, Sayles & Company, L.P. recently announced organizational changes which 
bring equity and fixed income groups under the leadership of Jae Park, Chief Investment Officer. 
These changes were effective as of October 15, 2012.  Park has been CIO for Fixed Income 
since 2002 and will now be responsible for all investment activity (equity and fixed-income) at 
Loomis Sayles.  

● 10/23/2012 - Eaton Vance Management announced the addition of Kathleen Gaffney as Vice 
President and Co-Director of the Investment Grade Fixed Income Team.  Gaffney joined Eaton 
Vance from Loomis, Sayles & Company, where she had worked for 28 years on the Loomis 
Multisector Fixed Income group.  Gaffney is expected to contribute to existing strategies and to 
newly created multi-sector fixed income products. 

● 01/30/2014 - Loomis, Sayles & Company announced that Brian Hess joined as a global markets 
fixed income strategist on the Full Discretion Team. He will report directly to Elaine Stokes and 
Matt Eagen, the co-heads of the Full Discretion Team.  He was previously an associate portfolio 
manager with Brandywine Global Investment Management (which manages a global bond 
portfolio for the SIB). 

 

Loomis Sayles: Performance and Personnel 
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North Dakota Pension Trust 

● PIMCO manages four separate mandates for the NDSIB Pension Trust.  In total, the assets 
under PIMCO’s control amounted to nearly $335.4 million as of 12/31/14.  This is over 42% of 
the Pension Trust’s overall domestic fixed income allocation.  Two of their strategies significantly 
underperformed in 2013.  MBS: (2.13%) vs (1.41%); Unconstrained: (2.14%) vs +0.28%. 

● Take a deep breath as we make note of the following personnel issues relative to PIMCO: 

● 10/17/2013 – Brigitte Posch, formerly head of emerging markets corporate bonds at PIMCO, 
joined Babson Capital Management (a bond manager on the Insurance Trust).  Posch and 
Ricardo Androgue -- previously with Cabezone Investment Management and Wellington – will 
manage Babson’s new emerging market debt team. 

● 12/13/2013 - PIMCO announced that the lead portfolio manager for the ‘Unconstrained Bond 
Fund,” Chris Dialynas, will take an open-ended sabbatical beginning in April of 2014.  Bill Gross, 
Chief Investment Officer, took over the Unconstrained Bond Fund as of December 2013.  
Dialynas has also been the lead manager on many institutional separate accounts. Dialynas is 
expected to remain active on the PIMCO Investment Committee and participate in their secular 
and cyclical forums during his sabbatical. 

● 01/22/2014 –Mohamed El-Erian, Chief Executive Officer and Co-Chief Investment Officer of 
PIMCO, is leaving the firm effective mid-March, 2014.  El-Erian will remain an advisor to 
PIMCO's parent company, Allianz, but did not announce any other plans.  The following 
personnel announcement followed the release of El-Erian’s planned departure: 

 

Pacific Investment Management Company (PIMCO): Organization and Personnel 
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North Dakota Pension Trust 

● January 22, 2014 –  the following personnel announcements were also released: 
– Doug Hodge, Chief Operating Officer, was elected CEO by PIMCO's Managing Directors 
– Jay Jacobs, the firm’s Global Head of Talent Management, was elected President 
– Bill Gross remains CIO 
– Andrew Balls and Daniel Ivascyn were appointed Deputy CIOs 
– Craig Dawson becomes Head of Strategic Business Development. 

● Balls is based in London and heads up PIMCO's European team, while Ivascyn is the head of 
PIMCO's mortgage credit team.  Finally, Craig Dawson, who is currently Head of PIMCO 
Germany, Austria, Switzerland, and Italy, will become Head of Strategic Business Development. 

● 01/30/2014 – Additional personnel announcements rode the wake of the prior week's news of 
Mohammed El-Erian's departure. In addition to the previously announced Deputy Chief 
Investment Officer appointments of Dan Ivascyn and Andrew Balls, four additional professionals 
have been appointed to the position of Deputy CIO: 
– Mark Kiesel, Head of Corporate Bond Portfolio Management  
– Scott Mather, Head of Global Portfolio Management  
– Mihir Worah, Head of Real Return Portfolio Management  
– Virginie Maisonneuve, Global Head of Equities 

●  The six Deputy CIOs, along with CIO Bill Gross, will rotate chairman responsibility for the firm's 
Investment Committee on a daily basis. 

Pacific Investment Management Company (PIMCO): Organization and Personnel 
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North Dakota Pension Trust 

● PIMCO also announced the return of Sudi Mariappa as a Generalist Portfolio Manager in the 
Newport Beach office.  Mariappa was previously with PIMCO from 2000 to 2011 before leaving 
to join a London-based hedge fund.  

● PIMCO revealed that Rich Clarida, Ph.D., Executive Vice President, will lead PIMCO's secular 
forums, a role previously held by El-Erian.  Clarida was previously Assistant Secretary of the 
Treasury and Chairman of the economics department at Columbia University. 

● Two additional departures were announced by the firm on January 22, 2014.  
– Mark Seidner, a Managing Director, Portfolio Manager, and member of the Investment 

Committee, will depart the firm at the end of the month.  Seidner joined PIMCO in 2009 and 
previously worked with El-Erian at Harvard.  

– Chuck Lahr, a Managing Director and Equity Portfolio Manager, is also departing. 
 

● PIMCO has a very deep bench of investment talent.  Nevertheless, in light of these 
significant senior level changes, we encourage NDSIB to place PIMCO under 
scrutiny.  Callan is closely observing the performance of the accounts and the stability 
of the organization.  We will alert your investment staff to any issues of which we 
become aware as these personnel changes take hold and their effects flow through to 
the investment side. 

Pacific Investment Management Company (PIMCO): Organization and Personnel 
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North Dakota Pension Trust 

● Western Asset Management Company (WAMCO) manages a little under $110 million in a 
mortgage-backed securities mandate for NDSIB. 

● 1/27/14 --  Western Asset Management Company (“WAMCO”) announced that two joint 
investigations by the Securities and Exchange Commission (“SEC”) and the US Department of 
Labor (“DOL”) had been concluded.  These investigations resulted in aggregate fines of 
approximately $3.6M, and compensatory payments to impacted clients of approximately $17.4M. 

● The first of the two regulatory issues involved the purchase of non-ERISA eligible securities 
within ERISA accounts managed by WAMCO.  These particular prohibited purchases occurred 
as late as October 2008 but WAMCO failed to notify affected clients until August 2010. 

● The second issue regards cross trades initiated among client accounts between 2007 and 2010. 
The SEC determined that WAMCO “arranged dealer-interposed cross trade transactions . . .  
effected between two registered investment companies (“RICs”) or between RIC and RIC-
affiliated client accounts” in violation of the Investment Company Act. 

● 09/11/2013 - WAMCO announced that Steve Fulton, head of agency mortgage-backed securities 
(MBS), would retire on September 30, 2013.  Fulton was replaced by Anup Agarwal.  Agarwal 
joined WAMCO as head of structured products in July 2013. 

● Callan encourages the NDSIB to engage in due diligence to determine whether or not WAMCO’s 
breaches are cause for dismissal.  While unrelated to the SEC action, the personnel change 
merits scrutiny.  Callan is sharing our research and  experience with RIO investment staff. 

Western Asset Management Company (WAMCO): Compliance breach and personnel 



Insurance Trust Quarterly Review 
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ND Insurance Trust Allocation at 12/31/13 

Actual Asset Allocation

Large Cap
8%

Small Cap
3%

International Equity
6%

Domestic Fixed Income
29%

Inflation Protected
9%

Short Term Fixed Income
39%

Cash & Equivalents
3%

Real Estate
3%

Target Asset Allocation

Large Cap
7%

Small Cap
3%

International Equity
6%

Domestic Fixed Income
31%

Inflation Protected
9%

Short Term Fixed Income
39%

Cash & Equivalents
3%

Real Estate
3%

$000s Weight Percent $000s
Asset Class Actual Actual Target Dif f erence Dif f erence
Large Cap         310,958    7.9%    7.4%    0.5%          19,800
Small Cap         111,409    2.8%    2.6%    0.2%           9,110
International Equity         253,632    6.4%    6.1%    0.3%          13,623
Domestic Fixed Income      1,155,631   29.4%   30.5% (1.1%) (44,412)
Inf lation Protected         342,476    8.7%    9.2% (0.5%) (19,504)
Short Term Fixed Income      1,528,735   38.9%   38.8%    0.1%           2,122
Cash & Equiv alents         116,968    3.0%    2.7%    0.3%          10,734
Real Estate         114,759    2.9%    2.7%    0.2%           8,526
Total       3,934,568  100.0%  100.0%
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One-quarter Insurance Results as of 12/31/13 

1. The “Asset Allocation” effect column confirms RIO staff’s very tight control over risk by maintaining 

asset allocations by asset class very close to strategic target allocations. 

 All but one asset class (domestic fixed income) were held within 1% of target during the second fiscal quarter. 

2. The Insurance Trust includes 14 individual Funds.  Just three -- WSI, the Legacy Fund, and the 

Budget Stabilization Fund -- constitute nearly 96% of the Total Market value of the Insurance Trust. 

3. The Insurance Trust’s Total Return during the quarter was ahead of target by 70 basis points. 

Manager returns drive performance results 

Relative Attribution Effects for Quarter ended December 31, 2013

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

Asset Class Weight Weight Return Return Ef f ect Allocation Return
Large Cap 7% 7% 11.51% 10.23% 0.09% (0.01%) 0.08%
Small Cap 3% 3% 9.69% 8.72% 0.02% 0.00% 0.03%
Domestic Fixed Income 26% 28% 0.93% (0.14%) 0.28% 0.03% 0.31%
Real Estate 3% 3% 4.25% 2.53% 0.05% 0.00% 0.05%
International Equity 6% 6% 6.41% 5.71% 0.04% (0.02%) 0.02%
Inf lation Protected 9% 9% 0.66% (0.11%) 0.07% 0.00% 0.07%
Enhanced Cash 41% 40% 0.47% 0.07% 0.17% (0.03%) 0.14%
Cash & Equiv alents 4% 4% 0.00% 0.02% (0.00%) (0.00%) (0.00%)

Total = + +2.06% 1.36% 0.72% (0.02%) 0.70%
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One-year Insurance Results as of 12/31/13 

1. Actual asset weightings were held close to target during calendar-year 2013 by RIO staff.. 

2. All major asset classes had returns that were higher than those of their respective benchmarks. 

3. Domestic Fixed-Income and Inflation Protected managers had the strongest relative returns. 

4. The Insurance Trust returned nearly 5.2% during calendar year 2013 versus a target of 3.2%. 

Manager returns drive performance results 

One Year Relative Attribution Effects

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

Asset Class Weight Weight Return Return Ef f ect Allocation Return
Large Cap 6% 6% 36.78% 33.11% 0.19% 0.06% 0.25%
Small Cap 2% 2% 41.46% 38.82% 0.05% 0.04% 0.08%
Domestic Fixed Income 27% 27% 0.15% (2.02%) 0.64% 0.04% 0.68%
Real Estate 3% 3% 18.76% 10.98% 0.25% 0.03% 0.27%
International Equity 5% 5% 25.89% 22.78% 0.11% (0.00%) 0.11%
Inf lation Protected 11% 11% 0.17% (3.19%) 0.39% (0.00%) 0.39%
Enhanced Cash 43% 43% 1.04% 0.37% 0.29% (0.07%) 0.22%
Cash & Equiv alents 3% 3% 0.12% 0.07% 0.00% 0.04% 0.04%

Total = + +5.24% 3.18% 1.93% 0.14% 2.07%



17 Knowledge. Experience. Integrity. Fourth Quarter 2013 

North Dakota Insurance Trust 

● Investment returns within asset classes were all in excess of the relevant benchmarks for 
calendar year 2013. 

● The Insurance Trust’s domestic equity composites (both large~ and small-cap), as well as non-
US all beat their respective benchmarks. 

– As noted in the Pension section, the Clifton Group’s enhanced strategy failed to deliver positive results in 
2013 causing these accounts to trail their respective benchmarks. 

● Domestic Fixed-Income managers struggled during a year of rising interest rates.   

– PIMCO’s DiSCO II was the standout, generating a positive 12.0% return vs the Barclay’s Mortgage Index’s 
(1.4%) return for calendar-year 2013. 

– Declaration provides oversight for the legacy Hyperion Brookfield mortgage-backed securities fund.  This 
strategy returned (0.4%) vs the Barclay’s Global Aggregate Securitized Index’s +0.36%. 

– Babson manages a short-term fixed-income account for the Legacy Fund (+1.3%) and Budget 
Stabilization Fund (+2.0%), both of which exceeded the +0.4% return of the Barclays 1-3 Year 
Government index. 

● WAMCO’s global inflation-linked account continues to underperform its benchmark, the Barclay’s 
Global Inflation-Linked Index.  In 2013 WAMCO returned (4.95%) vs the index’s (3.19%). 

– As noted in the Pension comments section, Callan strongly urges NDSIB to review WAMCO’s internal 
controls and compliance systems.  Additionally, the continuing underperformance is cause for concern. 

Asset Class and Manager Observations 



Callan’s 2014 – 2023 Capital 
Market Assumptions 
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The Capital Markets at the Start of 2014 
U.S. Equity Markets Rally, Emerging Markets Suffer, Fixed Income Responds to the Fed 

● Results for 2013 showed a 
sharp jump in all U.S. equity 
segments, on top of a 
strong 2012. Developed 
international markets lagged 
the U.S. despite a 23% 
return, while emerging 
markets suffered a sharp 
setback, especially 
compared to the U.S. 

● Five-year equity returns 
through 2013 are now free 
of the 2008 crisis and are 
very strong. Ten-year 
returns no longer include the 
2000 – 2002 downturn, but 
are now losing 2003. 
Fifteen-year equity returns 
are still below long-run 
averages, and are equal to 
those of fixed income. 

 

Average Annual Returns 

2008 2009 2010 2011 2012 2013 
5 Years 

2009–13 
10 Years 
2004–13 

15 Years 
1999–13 

Broad U.S. Stock Market 
Russell 3000 -37.31 28.34 16.93 1.03 16.42 33.55 18.71 7.88 5.32 
S&P Super Composite 1500 -36.72 27.25 16.38 1.75 16.17 32.59 18.34 7.75 5.24 
Large Cap U.S. Stocks 
Russell 1000 -37.60 28.43 16.10 1.50 16.42 33.11 18.59 7.78 5.08 
S&P 500 -37.00 26.47 15.06 2.11 16.00 32.39 17.94 7.41 4.68 
Small Cap U.S. Stocks 
Russell 2000 -33.79 27.17 26.85 -4.18 16.35 38.82 20.08 9.07 8.42 
S&P 600 Small Cap -31.07 25.57 26.31 1.02 16.33 41.31 21.37 10.65 10.32 
Non-U.S. Stock Markets 
MSCI EAFE US$ -43.38 31.78 7.75 -12.14 17.32 22.78 12.44 6.91 4.54 
MSCI Emerging Markets -53.18 79.02 19.20 -18.17 18.63 -2.27 15.15 11.52 11.22 
Fixed Income 
Barclays Aggregate 5.24 5.93 6.54 7.84 4.21 -2.02 4.44 4.55 5.23 
Citi Non-US 10.11 4.38 5.22 5.17 1.51 -4.56 2.27 4.10 4.47 
Hedge Funds 
DJCS Hedge Fund Index -19.07 18.57 10.95 -2.52 7.67 9.73 8.67 6.37 7.55 
Cash Market 
90-Day T-Bill 2.06 0.21 0.13 0.10 0.11 0.07 0.12 1.68 2.33 
Inflation 
CPI-U* 0.09 2.72 1.50 2.96 1.74 1.50 2.08 2.37 2.37 

*CPI-U data are measured as year-over-year change through 12/31/2013. 
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Themes Explored in Setting the 2014 Expectations 

● Performance of the US economy has been stronger than expected and the outlook has 
improved. What does such a change imply for the capital markets? 

● How does the improved outlook for the economy square with the recent performance of the US 
equity market. Does this recent strength spell trouble for future expectations for equities? 

● Interest rates rose on taper talk in the second quarter, and the bond market is bracing for further 
interest rate increases in the coming years. Do rising rates doom the return expectations for 
fixed income, or is now an opportunity to reassess the role of bonds in a portfolio and confirm 
that conviction? 

● Non-US equity markets seriously lagged that of the US; are they poised to rebound, or did they 
in fact re-price to reflect weaker expectations? 

● Sharp contrast between a long term, strategic vision for an investor (10+ years), the short term 
(1-3 years) reality, and the path from the current conditions to the long term expectations. 

● Scenarios beyond the expected case: 
– Policy failure—monetary, fiscal, geopolitical. 
– Recovery stalls - stagnation and deflation. 
– The recovery reignites and inflation takes hold. 
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2014 Capital Market Expectations 

● Bond returns raised to 3.0%.  
– We expect interest rates to rise, especially if the economy continues to expand and the Fed executes on 

its stated unemployment-rate-linked monetary policy. Bonds will suffer capital loss before higher yields kick 
in. We expect cash yields to move toward 3.0% and 10-year Treasury yields to reach 5% over the ten-year 
projection – a reversion to mean. 

– Project an upward sloping yield curve, but a very slim risk premium for bonds over cash (1.0%). 

● Domestic Equity held at 7.65%, Non-U.S. Equity at 7.80% 
– US markets enjoyed robust returns, but the US economic outlook is now stronger and fundamentals 

remain reasonable. 
– Building equity returns from long-term fundamentals, we can build an expectation to just shy of 8%:  
– 2.5-3.0% real GDP growth, which means 5-6% nominal earnings growth,  
– 2.5 % dividend yield, 
– Expect something more from return on free cash flow, besides dividends (The “buyback yield” has been exceptional, one 

good use of all that cash), perhaps 50-100 bps, 
– Small premium for Non-US over Domestic, largely due to Emerging Markets. 

● Real Estate return reduced slightly to 6.15% from 6.2%,  
– Reflects downward pressure on income returns at 4-5% with increased competition for investment. 
– Asset class increasingly eyed by those hungering for yield. 

● Hedge Fund return held at 5.1% 
– Expectations of T-bill plus 3% suggests a return in the neighborhood of 5%. 
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Fallout of 2014 Capital Market Expectations 

● How to make long-term investors very unhappy in three easy numbers: 
– Bond yields in the high 2s, and interest rates are expected to rise, 
– Stocks below 8% (7%? 6%), and we’re coming off a couple of good years, 
– 60/40 < 7%... 

● Our 2014 numbers reflect our optimism for the economy, for inflation, and for the capital markets. 

● The challenge: to refrain from translating these expectations into a need to take on more risk in 
pursuit of return (and yield!). 

● How does one keep invested in fixed income—a prudent investor’s anchor to windward—when 
we all KNOW it’s going to lose money while interest rates rise? 
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2014 Capital Market Expectations—Return and Risk 
Summary of Callan’s Long-Term Capital Market Projections (2014 – 2023)  

Geometric returns are derived from arithmetic returns and associated risk (standard deviation). 
Source: Callan Associates 

PROJECTED RETURN PROJECTED RISK

Asset Class Index
1-Year 

Arithmetic
10-Year 

Geometric*
Standard 
Deviation

Projected 
Yield

Equities
Broad Domestic Equity Russell 3000 9.15% 7.60% 19.00% 2.00%
Large Cap S&P 500 8.90% 7.50% 18.30% 2.20%
Small/Mid Cap Russell 2500 10.15% 7.85% 22.95% 1.40%
International Equity MSCI World ex USA 9.25% 7.50% 20.20% 3.00%
Emerging Markets Equity MSCI Emerging Markets 11.45% 7.90% 27.95% 2.50%
Global ex-US Equity MSCI ACWI ex USA 9.80% 7.80% 21.45% 2.90%

Fixed Income
Defensive Barclays Gov't 1-3 2.75% 2.75% 2.25% 2.80%
Domestic Fixed Barclays Aggregate 3.05% 3.00% 3.75% 4.00%
Long Duration Barclays Long G/C 4.70% 4.10% 11.40% 5.50%
TIPS Barclays TIPS 3.10% 3.00% 5.30% 4.00%
High Yield Barclays High Yield 5.60% 5.05% 11.45% 7.00%
Non-US Fixed Citi Non-USD World Gov't 3.15% 2.75% 9.40% 3.80%
Emerging Market Debt JMP EMBI Global Diversified 5.40% 4.90% 10.65% 6.40%

Other
Real Estate Callan Real Estate 7.35% 6.15% 16.50% 5.00%
Infrastructure S&P Global Infrastructure 8.90% 7.35% 19.00% 3.00%
Private Equity TR Post Venture Cap 13.55% 8.50% 33.05% 0.00%
Hedge Funds Callan Hedge FoF 5.40% 5.10% 8.85% 0.00%
Commodities DJ-UBS Commodity 4.65% 3.05% 18.25% 2.00%
Cash Equivalents 90-Day T-Bill 2.00% 2.00% 0.90% 2.00%

Inflation CPI-U 2.25% 2.25% 1.50%
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2014 Capital Market Expectations—Correlation Coefficient 
Matrix 
Key to Constructing Efficient Portfolios 

● “Correlations” tell the optimization model whether different asset classes move in the same 
direction (positive correlation), opposite directions (negative correlation), or randomly relative to 
one another (a number close to 0.000). 

● Relationships between asset classes is as important as standard deviation. 

● To determine portfolio mixes, Callan employs mean-variance optimization. 

● Return, standard deviation and correlation determine the composition of efficient asset mixes. 

 

Broad Lg Cap Sm/Mid Int'l Eq Emerge GlobxUS Defensive Dom Fix Long D TIPS Hi Yield NUS Fix EMD Real Est Pvt Eqt Hedge Fd Comm Cash Eq Inflation

Broad Domestic Equity 1.000

Large Cap 0.997 1.000

Small/Mid Cap 0.965 0.940 1.000

International Equity 0.852 0.850 0.820 1.000

Emerging Markets Equity 0.861 0.855 0.840 0.860 1.000

Global ex-US Equity 0.882 0.879 0.853 0.986 0.933 1.000

Defensive -0.391 -0.385 -0.390 -0.370 -0.380 -0.385 1.000

Domestic Fixed -0.107 -0.100 -0.125 -0.100 -0.145 -0.118 0.690 1.000

Long Duration 0.096 0.099 0.082 0.108 0.069 0.099 0.530 0.909 1.000

TIPS -0.050 -0.045 -0.065 -0.045 -0.060 -0.051 0.440 0.580 0.490 1.000

High Yield 0.610 0.610 0.580 0.580 0.570 0.595 -0.100 0.025 0.218 0.030 1.000

Non-US Fixed -0.069 -0.065 -0.080 0.000 -0.060 -0.020 0.380 0.400 0.470 0.300 0.050 1.000

EMD 0.589 0.590 0.560 0.560 0.600 0.591 -0.120 0.050 0.292 0.150 0.710 0.010 1.000

Real Estate 0.735 0.730 0.715 0.650 0.645 0.669 -0.120 -0.020 0.214 0.005 0.550 0.020 0.510 1.000

Private Equity 0.943 0.940 0.910 0.900 0.895 0.927 -0.410 -0.180 0.081 -0.090 0.620 -0.050 0.570 0.715 1.000

Hedge Funds 0.752 0.750 0.725 0.690 0.710 0.718 -0.130 0.120 0.245 0.080 0.530 0.020 0.530 0.575 0.720 1.000

Commodities 0.163 0.160 0.165 0.160 0.165 0.167 -0.280 -0.100 0.044 0.100 0.100 -0.080 0.190 0.180 0.160 0.170 1.000

Cash Equivalents -0.042 -0.030 -0.080 -0.010 -0.100 -0.040 0.350 0.100 0.037 0.070 -0.110 0.000 -0.070 -0.060 0.000 -0.070 0.070 1.000

Inflation -0.048 -0.060 -0.010 -0.110 0.030 -0.068 -0.360 -0.320 -0.350 0.160 0.070 -0.220 0.000 0.170 -0.060 0.210 0.470 0.150 1.000
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26 Knowledge. Experience. Integrity. Fourth Quarter 2013 

What does a low p/e tell investors about Emerging Markets? 
EM markets are cheaper than the US 

Sources: MSCI; Morningstar, “Are Emerging Markets Cheap?”, February 12, 2014 



27 Knowledge. Experience. Integrity. Fourth Quarter 2013 

Treasury Yields: Portending the future of bond yields? 
Do you believe in the repetition of trends? 

Sources: David Rosenburg, Gluskin Sheff + Associates; Business Insider 



28 Knowledge. Experience. Integrity. Fourth Quarter 2013 

After trending down for a decade, pulpwood prices are rising 

Sources: Campbell Group; RISI’s International Woodfiber Report 

Note:  
“Atlantic” includes FL, GA, NC, SC and VA 
“South Central” includes AL, AR, LA, MS, OK, TN and TX 

Does this alone portend good news for RIO’s timber portfolios? 



29 Knowledge. Experience. Integrity. Fourth Quarter 2013 

The economic recovery is not uniform 
Economic output (GDP) recovery rates by county, 2013 

Sources: Washington Post and NACo analysis of Moody’s Analytics Data 



30 Knowledge. Experience. Integrity. Fourth Quarter 2013 

You oughta go tah, North Dakota . . . 
North Dakota ranks as happiest state in the Union for 2013 

Rankings are based on six sub-indexes: life evaluation, emotional health, 
work environment, physical health, healthy behaviors and basic access 
(to services such as healthcare). Colorado was 7th in 2013.  Oh, well . . . 

Source: Gallup – Healthways Well-Being Index, 2013. 



INVESTMENT PERFORMANCE SUMMARY REPORT
PENSION TRUST FUNDS

Quarter 
Ended 1 Yr Ended 3 Yrs Ended 5 Yrs Ended

Risk
5 Yrs Ended

Risk Adj 
Excess Return
5 Yrs Ended

12/31/2013 12/31/2013 12/31/2013 12/31/2013 12/31/2013 12/31/2013

PUBLIC EMPLOYEES RETIREMENT SYSTEM (PERS)

Total Fund Return - Net 5.26% 16.69% 9.58% 11.36% 11.27% -1.18%
Policy Benchmark Return 4.53% 15.07% 9.17% 12.04% 10.77%
Attribution Analysis

Asset Allocation 0.15% 0.27% -0.11%
Manager Selection 0.58% 1.35% 0.52%

Total Relative Return 0.73% 1.62% 0.41% -0.68%

TEACHERS' FUND FOR RETIREMENT (TFFR)
Total Fund Return - Net 5.33% 16.96% 9.53% 11.43% 12.68% -1.16%
Policy Benchmark Return 4.56% 15.18% 8.57% 11.97% 11.98%
Attribution Analysis

Asset Allocation 0.19% 0.12% 0.12%
Manager Selection 0.57% 1.66% 0.84%

Total Relative Return 0.77% 1.79% 0.95% -0.54%

CITY OF BISMARCK EMPLOYEES PENSION
Total Fund Return - Net 4.37% 13.78% 9.34% 11.01% 10.12% -1.05%
Policy Benchmark Return 3.70% 12.13% 8.65% 11.24% 9.35%
Attribution Analysis

Asset Allocation 0.10% 0.12% 0.00%
Manager Selection 0.57% 1.53% 0.69%

Total Relative Return 0.68% 1.65% 0.69% -0.22%

CITY OF BISMARCK POLICE PENSION
Total Fund Return - Net 4.69% 14.94% 9.67% 11.31% 10.83% -1.10%
Policy Benchmark Return 4.00% 13.25% 9.04% 11.70% 10.15%
Attribution Analysis

Asset Allocation 0.12% 0.17% 0.02%
Manager Selection 0.57% 1.52% 0.61%

Total Relative Return 0.69% 1.69% 0.63% -0.39%

JOB SERVICE PENSION PLAN
Total Fund Return - Net 4.02% 12.41% 8.99% 10.66% 8.69% -0.39%
Policy Benchmark Return 3.57% 10.50% 8.02% 10.33% 8.10%
Attribution Analysis

Asset Allocation 0.13% 0.19% -0.08%
Manager Selection 0.33% 1.72% 1.05%

Total Relative Return 0.46% 1.92% 0.97% 0.33%

December 31, 2013



INVESTMENT PERFORMANCE SUMMARY REPORT
PENSION TRUST FUNDS

Quarter 
Ended 1 Yr Ended 3 Yrs Ended 5 Yrs Ended

Risk
5 Yrs Ended

Risk Adj 
Excess Return
5 Yrs Ended

12/31/2013 12/31/2013 12/31/2013 12/31/2013 12/31/2013 12/31/2013

December 31, 2013

CITY OF FARGO PENSION PLAN
Total Fund Return - Net 5.56% 17.40% 10.11% 12.08% 11.79% -1.21%
Policy Benchmark Return 4.84% 15.86% 9.68% 12.35% 10.86%
Attribution Analysis

Asset Allocation 0.13% 0.16% 0.11%
Manager Selection 0.59% 1.38% 0.32%

Total Relative Return 0.72% 1.54% 0.43% -0.27%

CITY OF GRAND FORKS PENSION PLAN
Total Fund Return - Net 5.50% 17.33% 10.26% N/A N/A N/A
Policy Benchmark Return 4.84% 15.86% 9.68%
Attribution Analysis

Asset Allocation 0.11% 0.16% 0.15%
Manager Selection 0.54% 1.31% 0.43%

Total Relative Return 0.65% 1.47% 0.58%

GRAND FORKS PARK DISTRICT PENSION PLAN
Total Fund Return - Net 5.80% 18.33% 10.17% N/A N/A N/A
Policy Benchmark Return 5.15% 16.58% 9.91%
Attribution Analysis

Asset Allocation 0.10% 0.14% -0.04%
Manager Selection 0.55% 1.61% 0.30%

Total Relative Return 0.65% 1.75% 0.26%
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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 December 31, 2013
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(35)

(67)

(86)
(81)

(51)

(97)

10th Percentile 11.97 8.32 3.24 0.37 3.68 0.34
25th Percentile 10.95 7.38 1.57 (0.08) 3.22 0.27

Median 9.90 6.37 0.41 (0.52) 2.56 0.12
75th Percentile 8.55 5.28 0.05 (0.94) 1.79 0.05
90th Percentile 7.15 4.08 (0.29) (1.51) 1.07 0.03

Index 10.51 5.71 (0.14) (1.24) 2.53 0.01

Range of Separate Account Manager Returns by Asset Class
One Year Ended December 31, 2013
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10th Percentile 45.54 28.81 7.20 (0.90) 16.11 0.92
25th Percentile 40.01 26.08 1.32 (2.04) 13.37 0.69

Median 35.49 23.29 (0.54) (3.78) 11.30 0.44
75th Percentile 32.38 19.57 (1.69) (5.98) 8.57 0.22
90th Percentile 28.85 15.34 (5.44) (7.02) 5.40 0.13

Index 32.39 22.78 (2.02) (4.56) 10.98 0.07
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Actual vs Target Asset Allocation
As of December 31, 2013

The top left chart shows the Fund’s asset allocation as of December 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 Public Fund Sponsor Database.

Actual Asset Allocation

Domestic Equity
23%

Domestic Fixed Income
18%

International Equity
14%

Int’l Fixed Income
5%

Global Real Estate
9%

World Equity
17%

Private Equity
5%

Timber
4%

Infrastructure
4%

Cash Equivalents
1%

Target Asset Allocation

Domestic Equity
21%

Domestic Fixed Income
18%

International Equity
14%

Int’l Fixed Income
5%

Global Real Estate
10%

World Equity
16%

Private Equity
5%

Timber
5%

Infrastructure
5%

Cash Equivalents
1%

$000s Weight Percent $000s
Asset Class Actual Actual Target Difference Difference
Domestic Equity       1,034,143   23.3%   21.3%    2.0%          87,987
Domestic Fixed Income         790,219   17.8%   18.1% (0.3%) (13,792)
International Equity         640,389   14.4%   14.2%    0.2%           9,618
Int’l Fixed Income         208,738    4.7%    5.0% (0.3%) (13,365)
Global Real Estate         407,825    9.2%    9.7% (0.5%) (23,054)
World Equity         757,615   17.1%   16.0%    1.1%          46,888
Private Equity         205,828    4.6%    4.9% (0.3%) (11,833)
Timber         193,445    4.4%    4.9% (0.5%) (24,215)
Infrastructure         165,828    3.7%    4.9% (1.2%) (51,832)
Cash Equivalents          38,019    0.9%    1.0% (0.1%) (6,401)
Total       4,442,050  100.0%  100.0%

Asset Class Weights vs Public Fund Sponsor Database
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Domestic Domestic Cash Global International Int’l Alternative World
Equity Fixed Income Equivalents Real Estate Equity Fixed Income Equity

(89)(93)
(83)(82)

(32)(29)

(17)(14)
(75)(76)

(8)(7)

(25)(18) (9)(10)

10th Percentile 54.23 40.43 3.52 11.01 25.80 4.00 20.41 15.89
25th Percentile 47.48 33.58 1.26 7.81 22.11 0.00 12.63 0.25

Median 39.02 26.21 0.16 4.91 16.58 0.00 0.00 0.00
75th Percentile 31.25 20.78 0.00 0.00 14.37 0.00 0.00 0.00
90th Percentile 22.53 12.50 0.00 0.00 9.38 0.00 0.00 0.00

Fund 23.28 17.79 0.86 9.18 14.42 4.70 12.72 17.06

Target 21.30 18.10 1.00 9.70 14.20 5.00 14.70 16.00

% Group Invested 97.16% 97.73% 61.36% 58.52% 86.36% 16.48% 44.89% 25.00%

* 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 - December 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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Timber (0.41%)
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World Equity 0.61%

Cash & Equivalents (0.13%)

Domestic Equity
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Total

Actual vs Target Returns

(5%) 0% 5% 10% 15%

Actual Target

Relative Attribution by Asset Class

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

Manager Effect Asset Allocation Total

Relative Attribution Effects for Quarter ended December 31, 2013

Effective Effective Total
Actual Target Actual Target Manager Asset Relative

Asset Class Weight Weight Return Return Effect Allocation Return

Domestic Equity 23% 21% 10.69% 9.88% 0.18% 0.08% 0.26%
Domestic Fixed Income 18% 18% 0.88% 0.88% 0.00% (0.00%) (0.00%)
Global Real Estate 9% 10% 4.67% 2.53% 0.20% 0.01% 0.21%
Timber 4% 5% (1.53%) 0.93% (0.12%) 0.01% (0.10%)
Infrastructure 4% 5% 3.32% (0.59%) 0.15% 0.06% 0.21%
International Equity 15% 14% 4.92% 4.87% 0.01% 0.00% 0.01%
International Fixed Inc. 5% 5% (0.49%) (0.72%) 0.01% 0.01% 0.02%
Private Equity 5% 5% 1.62% 1.62% 0.00% 0.00% 0.00%
World Equity 17% 16% 9.11% 8.00% 0.18% 0.02% 0.20%
Cash & Equivalents 1% 1% 0.01% 0.02% (0.00%) 0.00% 0.00%

Total = + +5.30% 4.50% 0.61% 0.19% 0.80%

* 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 Total Fund Relative Attribution - December 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.

One Year Relative Attribution Effects
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One Year Relative Attribution Effects

Effective Effective Total
Actual Target Actual Target Manager Asset Relative

Asset Class Weight Weight Return Return Effect Allocation Return

Domestic Equity 23% 21% 37.22% 34.43% 0.54% 0.35% 0.90%
Domestic Fixed Income 18% 18% 1.84% 0.52% 0.27% (0.01%) 0.25%
Global Real Estate 9% 10% 14.58% 10.98% 0.34% 0.03% 0.37%
Timber 5% 5% (3.59%) 4.39% (0.44%) 0.00% (0.44%)
Infrastructure 4% 5% 7.16% 1.45% 0.23% 0.15% 0.39%
International Equity 15% 14% 19.56% 16.81% 0.37% 0.05% 0.42%
International Fixed Inc. 5% 5% (3.81%) (3.08%) (0.03%) (0.01%) (0.04%)
Private Equity 5% 5% 5.15% 5.15% 0.00% (0.03%) (0.03%)
World Equity 15% 16% 28.94% 26.68% 0.45% (0.25%) 0.20%
Cash & Equivalents 1% 1% 0.06% 0.07% (0.00%) (0.02%) (0.02%)

Total = + +16.98% 14.96% 1.73% 0.28% 2.01%

* 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 Total Fund Relative Attribution - December 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

Domestic Equity 32% 33% 19.09% 18.66% 0.13% (0.03%) 0.10%
Domestic Fixed Income 24% 22% 8.30% 8.03% (0.09%) (0.13%) (0.22%)
Global Real Estate 9% 8% 1.72% 5.68% (0.38%) (0.18%) (0.56%)
Timber 2% 2% - - (0.20%) 0.02% (0.18%)
Infrastructure 2% 2% - - 0.12% 0.08% 0.21%
International Equity 16% 18% 15.56% 12.87% 0.48% (0.17%) 0.31%
International Fixed Inc. 5% 5% 7.20% 2.90% 0.27% (0.06%) 0.21%
Private Equity 5% 5% 3.25% 3.25% 0.00% (0.16%) (0.16%)
World Equity 4% 4% - - 0.06% (0.05%) 0.02%
Cash & Equivalents 1% 1% 0.19% 0.12% 0.00% (0.01%) (0.01%)

Total = + +11.73% 12.04% 0.39% (0.70%) (0.31%)

* 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 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 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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* 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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Investment Manager Asset Allocation

The table below contrasts the distribution of assets across the Fund’s investment managers as of December 31, 2013, with
the distribution as of September 30, 2013. 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

December 31, 2013 September 30, 2013

Market Value Weight Net New Inv. Inv. Return Market Value Weight
GLOBAL EQUITY $2,637,975,949 59.39% $(77,340,203) $199,424,278 $2,515,891,875 58.98%

Domestic Equity $1,034,143,150 23.28% $(30,458,402) $102,005,445 $962,596,108 22.57%

    Large Cap Domestic Equity $776,270,978 17.48% $(30,214,968) $80,165,189 $726,320,757 17.03%
L.A. Capital 291,808,128 6.57% (30,152,607) 31,862,398 290,098,337 6.80%
LACM Enhanced Index 220,364,787 4.96% (62,361) 22,425,660 198,001,488 4.64%
NTGI Enhanced S&P 500 110,481,139 2.49% 0 11,802,745 98,678,394 2.31%
Clifton Enhanced S&P 500 153,616,924 3.46% 0 14,074,386 139,542,537 3.27%

    Small Cap Domestic Equity $257,872,172 5.81% $(243,435) $21,840,256 $236,275,351 5.54%
Callan 144,190,751 3.25% (243,435) 12,798,948 131,635,238 3.09%
Clifton Enhanced Small Cap 113,466,879 2.55% 0 9,040,944 104,425,936 2.45%
SEI Investments 214,542 0.00% 0 365 214,177 0.01%

International Equity $640,389,463 14.42% $(20,690,923) $30,688,314 $630,392,071 14.78%

    Developed Int’l Equity $508,971,263 11.46% $(20,424,093) $28,970,199 $500,425,157 11.73%
Capital Guardian Trust Co. 104,833,612 2.36% 26,383,239 4,160,341 74,290,031 1.74%
Clifton EAFE Index 112,485 0.00% (225,741,782) 5,614,315 220,239,951 5.16%
DFA Int’l Small Cap 75,782,269 1.71% (119,092) 5,611,797 70,289,564 1.65%
NTGI World Ex US 242,082,438 5.45% 241,703,185 379,253 - -
SSgA Daily Intl Alpha NL Fund - - (55,350,003) 1,078,023 54,271,979 1.27%
Wellington Management Co. 85,921,548 1.93% (162,660) 4,750,576 81,333,631 1.91%
Transition Account 238,911 0.01% (7,136,981) 7,375,892 - -

    Emerging Markets Equity $131,418,199 2.96% $(266,830) $1,718,115 $129,966,914 3.05%
DFA 33,574,345 0.76% (55,232) 555,533 33,074,043 0.78%
JP Morgan 24,167,365 0.54% (46,096) 280,334 23,933,127 0.56%
PanAgora 3 0.00% (16,640,047) 177,844 16,462,206 0.39%
UBS Global 51 0.00% (22,066,806) (377,511) 22,444,369 0.53%
NTGI Emerging Markets 73,325,015 1.65% 38,024,556 1,247,291 34,053,168 0.80%
Emerging Markets Transition 351,421 0.01% 516,797 (165,376) - -

World Equity $757,615,464 17.06% $(26,912,810) $63,399,663 $721,128,612 16.91%
EPOCH Investment Partners 298,075,759 6.71% 58,068,181 22,337,500 217,670,078 5.10%
Calamos Investments 0 0.00% (58,615,029) 1,341,798 57,273,231 1.34%
LSV Asset Management 459,486,393 10.34% (26,112,033) 39,413,123 446,185,303 10.46%
Global Equity Transition 53,312 0.00% (253,929) 307,241 - -

 35
North Dakota State Investment Board Pension Funds



Investment Manager Asset Allocation

The table below contrasts the distribution of assets across the Fund’s investment managers as of December 31, 2013, with
the distribution as of September 30, 2013. 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

December 31, 2013 September 30, 2013

Market Value Weight Net New Inv. Inv. Return Market Value Weight
Private Equity $205,827,872 4.63% $721,932 $3,330,855 $201,775,085 4.73%

Adams Street Direct Co-Invest Fd 16,666,477 0.38% (165,997) 441,944 16,390,530 0.38%
Adams Street Direct Fund 2010 1,130,451 0.03% 17,316 104,086 1,009,049 0.02%
Adams Street 1998 Partnership 120,110 0.00% 0 2,066 118,044 0.00%
Adams Street 1999 Partnership 869,492 0.02% (370,272) 76,576 1,163,188 0.03%
Adams Street 2000 Partnership 3,007,408 0.07% 0 (24,537) 3,031,945 0.07%
Adams Street 2001 Partnership 3,044,348 0.07% (512,110) 251,352 3,305,106 0.08%
Adams Street 2002 Partnership 1,898,781 0.04% 0 68,317 1,830,464 0.04%
Adams Street 2003 Partnership 797,578 0.02% (82,223) 52,201 827,600 0.02%
Adams Street 2010 Partnership 3,248,826 0.07% 232,956 130,857 2,885,013 0.07%
Adams Street 2008 Fund 5,398,819 0.12% 185,408 298,959 4,914,452 0.12%
Adams Street 1999 Non-US 555,639 0.01% 0 26,430 529,209 0.01%
Adams Street 2000 Non-US 1,064,903 0.02% 0 (55,782) 1,120,685 0.03%
Adams Street 2001 Non-US 553,673 0.01% (218,470) 95,155 676,988 0.02%
Adams Street 2002 Non-US 1,975,187 0.04% 0 72,067 1,903,120 0.04%
Adams Street 2003 Non-US 1,888,032 0.04% 0 (1,891) 1,889,923 0.04%
Adams Street 2004 Non-US 1,149,636 0.03% (124,955) 28,897 1,245,694 0.03%
Adams Street 2010 Non-US 1,659,810 0.04% 112,891 73,962 1,472,957 0.03%
Adams Street 2010 Non-US Emg 472,829 0.01% 111,000 (2,012) 363,841 0.01%
Adams Street BVCF IV Fund 5,309,330 0.12% 0 86,982 5,222,348 0.12%
Coral Partner VI 2,506,298 0.06% 0 (456,274) 2,962,572 0.07%
Hearthstone Advisors MSII 1 0.00% 0 0 1 0.00%
Hearthstone Advisors MSIII 1 0.00% 0 0 1 0.00%
CorsAir III 12,336,631 0.28% 93,528 791,578 11,451,525 0.27%
ND Investors 11,610,720 0.26% 25,000 (25,000) 11,610,720 0.27%
CorsAir IV 11,494,315 0.26% 299,253 630,833 10,564,229 0.25%
Capital International V 19,933,331 0.45% 28,243 840,359 19,064,729 0.45%
Capital International VI 12,132,886 0.27% 2,529,137 (534,683) 10,138,432 0.24%
TCW Energy Fund XIV 23,768,236 0.54% 558,342 (97,559) 23,307,453 0.55%
Lewis & Clark, LP 6,121,587 0.14% 0 0 6,121,587 0.14%
Lewis & Clark II 10,156,725 0.23% 0 0 10,156,725 0.24%
Quantum Energy Partners 8,779,832 0.20% (1,911,717) 1,361,325 9,330,224 0.22%
Quantum Resources 8,949,967 0.20% (85,398) (71,702) 9,107,067 0.21%
Matlin Patterson I 11,987 0.00% 0 0 11,987 0.00%
Matlin Patterson II 1,490,463 0.03% 0 11,050 1,479,413 0.03%
Matlin Patterson III 25,723,563 0.58% 0 (844,701) 26,568,264 0.62%

 36
North Dakota State Investment Board Pension Funds



Investment Manager Asset Allocation

The table below contrasts the distribution of assets across the Fund’s investment managers as of December 31, 2013, with
the distribution as of September 30, 2013. 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

December 31, 2013 September 30, 2013

Market Value Weight Net New Inv. Inv. Return Market Value Weight
GLOBAL FIXED INCOME $998,956,581 22.49% $30,070,285 $5,818,755 $963,067,541 22.58%

Domestic Fixed Income $790,218,768 17.79% $16,744,478 $6,863,894 $766,610,396 17.97%

    Inv. Grade Fixed Income $566,062,102 12.74% $6,950,541 $9,424 $559,102,137 13.11%
Declaration Total Return 65,482,387 1.47% 0 610,550 64,871,837 1.52%
PIMCO DiSCO II 79,645,241 1.79% (30,000,035) 3,136,443 106,508,833 2.50%
PIMCO MBS 161,911,557 3.64% 0 (710,195) 162,621,752 3.81%
PIMCO Unconstrained 88,809,606 2.00% 24,999,889 (602,837) 64,412,555 1.51%
SSgA Long US Treas Index 61,023,451 1.37% 11,998,953 (1,852,756) 50,877,255 1.19%
Western Asset Management Co. 109,189,859 2.46% (48,265) (571,781) 109,809,905 2.57%

    Below Inv. Grade Fixed Income $224,156,666 5.05% $9,793,936 $6,854,470 $207,508,259 4.86%
Goldman Sachs 2006 Offshore 3,254,184 0.07% (750,000) 127,367 3,876,817 0.09%
Goldman Sachs Offshore V 10,685,388 0.24% (300,000) 289,866 10,695,522 0.25%
Loomis Sayles 205,217,094 4.62% 5,758,830 6,522,343 192,935,920 4.52%
PIMCO Bravo Fund II 5,000,000 0.11% 5,085,106 (85,106) - -

Internationall Fixed Income $208,737,813 4.70% $13,325,808 $(1,045,140) $196,457,145 4.61%
Brandywine 105,136,244 2.37% 3,394,604 (194,307) 101,935,947 2.39%
UBS Global Asset Mgmt. 103,601,569 2.33% 9,931,203 (850,832) 94,521,197 2.22%

GLOBAL REAL ASSETS $767,097,869 17.27% $6,401,197 $20,233,621 $740,463,051 17.36%

Global Real Estate $407,824,880 9.18% $5,823,831 $17,930,855 $384,070,195 9.00%
Invesco Core Real Estate 150,348,150 3.38% (140,503) 4,899,698 145,588,955 3.41%
Invesco Real Estate Fund II 23,596,823 0.53% 0 1,162,074 22,434,749 0.53%
Invesco Real Estate Fund III 23,299,114 0.52% 0 1,398,311 21,900,803 0.51%
Invesco Asia RE Feeder 27,375,071 0.62% 1,801,000 2,056,547 23,517,524 0.55%
JP Morgan 138,048,498 3.11% (311,799) 5,048,782 133,311,515 3.13%
JP Morgan Alternative Fd 4,830,997 0.11% (351,236) (583,902) 5,766,136 0.14%
JP Morgan China Property Fd 18,542,454 0.42% (5,666,938) 3,139,602 21,069,790 0.49%
JP Morgan Greater European Opp Fd 21,783,773 0.49% 10,493,308 809,743 10,480,723 0.25%

Timber $193,445,048 4.35% $(25,996) $(3,014,053) $196,485,097 4.61%
TIR - Teredo 73,052,113 1.64% (3) (2,580,992) 75,633,108 1.77%
TIR - Springbank 120,392,935 2.71% (25,993) (433,061) 120,851,989 2.83%

Infrastructure $165,827,941 3.73% $603,361 $5,316,820 $159,907,760 3.75%
JP Morgan Asian Infrastructure 30,153,439 0.68% 1,062,166 (1,325,727) 30,417,000 0.71%
JP Morgan IIF 103,454,777 2.33% (313,074) 5,463,477 98,304,374 2.30%
Credit Suisse Cust. Infrastructure 32,219,725 0.73% (145,731) 1,179,070 31,186,386 0.73%

CASH & CASH EQUIVALENTS $38,019,348 0.86% $(8,214,520) $3,011 $46,230,857 1.08%
Cash Account 38,019,348 0.86% (8,214,520) 3,011 46,230,857 1.08%

Total Fund $4,442,049,748 100.0% $(49,083,241) $225,479,665 $4,265,653,324 100.0%
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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
December 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 December 31, 2013

Last Last Last
Last Last  3  5  10

Quarter Year Years Years Years

GLOBAL EQUITY 8.04% 27.57% - - -
   Wtd Avg Global Equity Bench 7.38% 25.20% - - -

Domestic Equity 10.69% 37.22% 16.81% 19.09% 7.16%
   Wtd Avg Domestic Equity Bench 9.88% 34.43% 16.30% 18.66% 7.93%

    Large Cap Domestic Equity 11.17% 35.61% 16.43% 17.29% 6.24%
L.A. Capital 11.42% 35.78% 16.41% 19.84% 9.14%
LACM Enhanced Index 11.33% 35.95% 16.63% 19.02% 8.66%
NTGI Enhanced S&P 500 11.96% 36.88% 18.20% 19.30% 7.72%
Clifton Enhanced S&P 500 10.09% 30.96% - - -
    Large Cap Benchmark (1) 10.23% 33.11% 16.53% 18.15% 7.50%

    Small Cap Domestic Equity 9.25% 42.05% 18.04% 25.02% 24.90%
Callan 9.73% 45.22% 17.54% 23.77% -
Clifton Enhanced Small Cap 8.66% 38.61% 16.84% - -
    Russell 2000 Index 8.72% 38.82% 15.67% 20.08% 9.07%

International Equity 4.92% 19.56% 7.40% 15.56% 9.35%
   Wtd Avg Int’l Equity Bench 4.87% 16.81% 5.51% 12.87% 8.45%

    Developed Int’l Equity 5.87% 26.40% 9.06% 15.16% 7.86%
Capital Guardian Trust Co. 5.56% 25.58% 9.35% 12.80% 7.02%
DFA Int’l Small Cap Value 7.99% 33.25% 10.81% 17.80% -
Wellington Management Co. 5.85% 36.35% 13.75% 21.31% 10.52%
    MSCI EAFE Index (2) 5.71% 22.78% 7.77% 11.70% 7.10%

    Emerging Markets Equity 1.32% (3.14%) 1.21% 14.78% 12.27%
DFA 1.68% (0.74%) (1.14%) 20.52% -
JP Morgan 1.17% (4.16%) (1.97%) 14.16% -
NTGI Emerging Markets 2.00% (2.55%) - - -
   MSCI Emerging Mkts Idx Net (3) 1.83% (2.60%) (2.01%) 14.96% 11.43%

World Equity 9.11% 28.94% - - -
EPOCH Investment Partners (4) 9.71% 33.33% - - -
   MSCI World Index 8.00% 26.68% 11.49% 15.02% 6.98%

LSV Asset Management (5) 9.38% - - - -
   MSCI ACWI Idx 7.42% 23.44% 10.33% 15.53% 7.72%

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

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

Last Last Last
Last Last  3  5  10

Quarter Year Years Years Years

Private Equity* 1.62% 5.15% 6.25% 3.25% 5.47%

Adams Street Direct Co-Invest Fd 2.72% 16.98% 12.47% 5.85% -
Adams Street Direct Fund 2010 9.95% 13.53% 10.50% - -
Adams Street 1998 Partnership 1.75% 11.10% 2.03% 0.98% 4.00%
Adams Street 1999 Partnership 9.66% 13.70% 10.07% 4.02% 7.44%
Adams Street 2000 Partnership (0.81%) (1.52%) 7.39% 5.33% 9.20%
Adams Street 2001 Partnership 7.79% 14.05% 11.82% 7.28% 7.72%
Adams Street 2002 Partnership 3.73% 7.71% 12.47% 7.78% 6.83%
Adams Street 2003 Partnership 7.00% 19.84% 7.98% 6.16% 7.34%
Adams Street 2010 Partnership 4.20% 9.40% 10.69% - -
Adams Street 2008 Fund 5.99% 10.80% 7.39% 1.52% -
Adams Street 1999 Non-US 4.99% 20.18% 23.07% 13.72% 21.23%
Adams Street 2000 Non-US (4.98%) (5.58%) 0.33% (0.12%) 11.18%
Adams Street 2001 Non-US 15.43% 20.38% 4.46% (0.35%) 3.05%
Adams Street 2002 Non-US 3.79% 2.20% 7.33% 1.47% 13.01%
Adams Street 2003 Non-US (0.10%) 17.93% 12.26% 10.35% 14.80%
Adams Street 2004 Non-US 2.58% 6.30% 5.36% 0.63% -
Adams Street 2010 Non-US 4.67% 7.71% 3.08% - -
Adams Street 2010 Non-US Emg (0.45%) (4.41%) - - -
Adams Street BVCF IV Fund 1.67% 40.21% 44.24% 53.40% 30.16%

Coral Partner VI (15.40%) (0.10%) (15.92%) (17.77%) (11.57%)

CorsAir III 6.86% 0.61% (1.38%) 2.24% -
ND Investors (0.21%) 8.70% 4.36% 2.18% -
CorsAir IV 4.97% 15.41% (1.89%) - -
Capital International V 4.40% (5.31%) 6.65% 3.63% -
Capital International VI (4.53%) (21.85%) - - -
TCW Energy Fund XIV (0.42%) (4.08%) 3.07% 8.09% -
Lewis & Clark, LP 0.00% 17.77% 10.58% 6.72% 4.16%
Lewis & Clark II 0.00% (4.18%) (5.04%) - -
Quantum Energy Partners 14.76% 28.98% 24.80% 10.70% -
Quantum Resources (0.79%) 3.51% 36.33% (17.29%) -
Matlin Patterson I 0.00% (6.26%) 2711.24% 774.04% 196.68%
Matlin Patterson II 0.75% (11.53%) (51.69%) (42.10%) -
Matlin Patterson III (3.18%) 9.87% 42.32% 13.76% -

* Corsair III and North Dakota Investors were taken out from the Private Equity Composite on July 1, 2009.  They were
then added back into the Private Equity Composite on October 1, 2011.  At this time Corsair IV, Capital Intl and TCW
were also added to this composite.
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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
December 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 December 31, 2013

Last Last Last
Last Last  3  5  10

Quarter Year Years Years Years
GLOBAL FIXED INCOME 0.60% 0.58% - - -

   Wtd Avg Global FI Bench 0.53% (0.25%) - - -

Domestic Fixed Income 0.88% 1.84% 6.33% 8.30% 7.01%
   Wtd Avg Domestic FI Bench 0.88% 0.52% 5.00% 8.03% 5.75%

    Inv. Grade Fixed Income 0.00% (0.11%) 4.87% 5.49% 6.81%
Declaration Total Return 0.94% 3.18% - - -
PIMCO DiSCO II 3.83% 12.04% - - -
PIMCO Unconstrained (0.70%) (2.15%) - - -
    Barclays Aggregate Index (0.14%) (2.02%) 3.26% 4.44% 4.55%

PIMCO MBS (0.44%) (2.13%) - - -
Western Asset Management Co. (0.52%) (1.99%) 3.15% 7.34% 4.08%
    Barclays Mortgage Index (0.42%) (1.41%) 2.42% 3.69% 4.61%

SSgA Long US Treas Index (3.09%) - - - -
    Barclays Long Treas (3.08%) (12.66%) 5.53% 2.28% 5.94%

    Below Inv. Grade Fixed Income 3.19% 7.18% 10.10% 16.99% 7.14%
Goldman Sachs 2006 Offshore 3.63% 18.49% 5.67% 7.64% -
Goldman Sachs Offshore V 2.79% 13.80% 16.81% 14.63% -
Loomis Sayles 3.30% 6.73% 9.21% 19.38% -
    Barclays HY Corp 2% Issuer Cap 3.57% 7.44% 9.30% 18.96% 8.61%

    International Fixed Income (0.49%) (3.81%) 4.17% 7.20% 6.10%
   Wtd Avg Int’l FI Bench (0.72%) (3.08%) 1.73% 2.90% 4.42%

Brandywine (0.18%) (3.31%) 6.77% 11.05% 7.80%
UBS Global Asset Mgmt. (0.83%) (4.35%) 1.37% 2.95% 4.15%
   Barclays Global Agg ex US(1) (0.72%) (3.08%) 1.73% 2.90% 4.42%

GLOBAL REAL ASSETS 2.73% 7.85% - - -
   Wtd Avg Global Real Assets Bench 1.34% 6.86% - - -

Global Real Estate 4.67% 14.58% 14.71% 1.72% 6.86%
Invesco Core Real Estate 3.37% 16.67% 13.18% 2.78% 7.95%
Invesco Real Estate Fund II 5.18% 18.76% 25.96% (13.88%) -
Invesco Real Estate Fund III 6.38% 19.08% - - -
Invesco Asia RE Feeder 8.22% (3.23%) (2.13%) (29.60%) -
JP Morgan 3.80% 16.75% 15.48% 4.16% 7.86%
JP Morgan Alternative Fd (10.37%) 3.74% 14.44% (5.64%) -
JP Morgan China Property Fd 20.36% 18.00% 7.31% 3.32% -
JP Morgan Greater European Opp Fd 7.04% (10.06%) *******%) - -
    NCREIF Total Index 2.53% 10.98% 11.92% 5.68% 8.64%

Timber (1.53%) (3.59%) - - -
TIR - Teredo (3.41%) (4.61%) 1.40% 4.56% 8.93%
TIR - Springbank (0.36%) (2.98%) (3.35%) (4.97%) -
    NCREIF Timberland Index 0.93% 4.39% 4.55% 1.67% 7.84%

Infrastructure 3.32% 7.16% - - -
JP Morgan Asian Infrastructure (4.34%) (2.67%) 4.29% (0.07%) -
JP Morgan IIF 5.56% 8.92% 8.48% 2.54% -
Credit Suisse Cust. Infrastructure 3.70% 10.36% - - -
   CPI-W (0.59%) 1.45% 2.11% 2.27% 2.45%

CASH & CASH EQUIVALENTS 0.01% 0.06% 0.10% 0.19% 1.50%
Northern Trust 0.01% 0.06% 0.10% 0.17% 1.49%
    3-month Treasury Bill 0.01% 0.07% 0.10% 0.12% 1.68%

Total Fund 5.30% 16.98% 9.85% 11.73% 7.19%
   Target* 4.50% 14.96% 8.98% 12.04% 7.32%

* 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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INVESTMENT PERFORMANCE SUMMARY REPORT
INSURANCE TRUST FUNDS

Quarter 
Ended 1 Yr Ended 3 Yrs Ended 5 Yrs Ended

Risk
5 Yrs 
Ended

Risk Adj 
Excess 
Return

5 Yrs Ended
12/31/2013 12/31/2013 12/31/2013 12/31/2013 12/31/2013 12/31/2013

WORKFORCE SAFETY & INSURANCE (WSI)

Total Fund Return - Net 2.84% 7.50% 8.53% 9.26% 5.36% 0.39%
Policy Benchmark Return 1.70% 4.39% 6.22% 7.27% 4.42%
Attribution Analysis

Asset Allocation 0.14% 0.42% 0.07%
Manager Selection 0.99% 2.69% 2.24%

Total Relative Return 1.14% 3.11% 2.31% 1.99%

FIRE & TORNADO FUND
Total Fund Return - Net 3.99% 11.22% 9.10% 11.43% 7.51% 1.25%
Policy Benchmark Return 2.90% 8.91% 6.81% 8.51% 6.40%
Attribution Analysis

Asset Allocation 0.14% 0.20% 0.13%
Manager Selection 0.94% 2.11% 2.16%

Total Relative Return 1.09% 2.31% 2.29% 2.92%

STATE BONDING FUND   
Total Fund Return - Net 0.54% 0.09% 3.89% 4.22% 3.07% 3.93%
Policy Benchmark Return -0.07% -1.08% 1.83% 1.09% 3.67%
Attribution Analysis

Asset Allocation 0.01% 0.01% 0.15%
Manager Selection 0.60% 1.16% 1.91%

Total Relative Return 0.60% 1.17% 2.06% 3.13%

INSURANCE REGULATORY TRUST FUND (IRTF)
Total Fund Return - Net 3.26% 9.44% 6.86% 8.62% 6.19% 0.99%
Policy Benchmark Return 2.45% 7.74% 5.32% 6.66% 5.48%
Attribution Analysis

Asset Allocation 0.13% 0.15% 0.08%
Manager Selection 0.68% 1.55% 1.46%

Total Relative Return 0.81% 1.70% 1.54% 1.96%

PETROLEUM TANK RELEASE COMPENSATION FUND
Total Fund Return - Net 0.49% 0.09% 3.51% 3.77% 2.88% 3.76%
Policy Benchmark Return -0.06% -0.97% 1.68% 0.88% 3.57%
Attribution Analysis

Asset Allocation 0.01% 0.00% 0.13%
Manager Selection 0.55% 1.06% 1.70%

Total Relative Return 0.55% 1.06% 1.83% 2.89%

STATE RISK MANAGEMENT FUND
Total Fund Return - Net 3.94% 10.37% 9.67% 11.88% 6.65% 1.15%
Policy Benchmark Return 2.80% 8.04% 7.10% 8.66% 5.48%
Attribution Analysis

Asset Allocation 0.09% 0.13% 0.11%
Manager Selection 1.05% 2.20% 2.46%

Total Relative Return 1.14% 2.33% 2.57% 3.22%

December 31, 2013



INVESTMENT PERFORMANCE SUMMARY REPORT
INSURANCE TRUST FUNDS

Quarter 
Ended 1 Yr Ended 3 Yrs Ended 5 Yrs Ended

Risk
5 Yrs 
Ended

Risk Adj 
Excess 
Return

5 Yrs Ended
12/31/2013 12/31/2013 12/31/2013 12/31/2013 12/31/2013 12/31/2013

December 31, 2013

STATE RISK MANAGEMENT WORKERS COMP FUND
Total Fund Return - Net 4.67% 12.89% 10.54% 12.70% 7.73% 1.28%
Policy Benchmark Return 3.49% 10.44% 8.08% 9.76% 6.71%
Attribution Analysis

Asset Allocation 0.10% 0.12% 0.13%
Manager Selection 1.08% 2.33% 2.33%

Total Relative Return 1.18% 2.45% 2.46% 2.94%

ND ASSOCIATION OF COUNTIES FUND (NDACo)
Total Fund Return - Net 3.42% 9.35% 7.39% 10.88% 9.69% 1.62%
Policy Benchmark Return 2.41% 7.23% 5.25% 8.49% 9.00%
Attribution Analysis

Asset Allocation 0.10% 0.13% 0.10%
Manager Selection 0.90% 1.99% 2.04%

Total Relative Return 1.00% 2.12% 2.14% 2.39%

CITY OF BISMARCK DEFERRED SICK LEAVE ACCOUNT
Total Fund Return - Net 3.45% 9.29% 8.85% 11.44% 6.97% 1.16%
Policy Benchmark Return 2.40% 7.06% 6.31% 8.01% 5.57%
Attribution Analysis

Asset Allocation 0.05% 0.07% 0.09%
Manager Selection 0.99% 2.16% 2.45%

Total Relative Return 1.05% 2.23% 2.54% 3.43%

FARGODOME PERMANENT FUND
Total Fund Return - Net 5.21% 16.18% 10.55% 13.08% 9.96% 1.20%
Policy Benchmark Return 4.13% 13.53% 8.80% 11.07% 9.34%
Attribution Analysis

Asset Allocation 0.10% 0.15% 0.13%
Manager Selection 0.98% 2.50% 1.62%

Total Relative Return 1.08% 2.65% 1.75% 2.01%

CULTURAL ENDOWMENT FUND
Total Fund Return - Net 6.18% 19.44% 12.38% 13.56% 11.09% 0.56%
Policy Benchmark Return 5.01% 16.60% 10.08% 11.75% 10.06%
Attribution Analysis

Asset Allocation 0.10% 0.12% 0.15%
Manager Selection 1.07% 2.72% 2.15%

Total Relative Return 1.16% 2.84% 2.30% 1.81%



INVESTMENT PERFORMANCE SUMMARY REPORT
INSURANCE TRUST FUNDS

Quarter 
Ended 1 Yr Ended 3 Yrs Ended 5 Yrs Ended

Risk
5 Yrs 
Ended

Risk Adj 
Excess 
Return

5 Yrs Ended
12/31/2013 12/31/2013 12/31/2013 12/31/2013 12/31/2013 12/31/2013

December 31, 2013

PERS RETIREE HEALTH
Total Fund Return - Net 5.65% 19.23% 10.98% 13.89% 12.32% 0.75%
Policy Benchmark Return 5.25% 17.11% 10.06% 12.42% 11.68%
Attribution Analysis

Asset Allocation
Manager Selection

Total Relative Return 0.40% 2.12% 0.92% 1.47%

PERS GROUP INSURANCE
Total Fund Return - Net 0.00% 0.13% 0.22% 0.30% 0.07% 0.08%
Policy Benchmark Return 0.02% 0.07% 0.10% 0.12% 0.03%
Attribution Analysis

Asset Allocation
Manager Selection

Total Relative Return -0.01% 0.06% 0.12% 0.18%

BUDGET STABILIZATION FUND
Total Fund Return - Net 0.69% 1.69% 1.99% 4.04% 1.94% 0.15%
Policy Benchmark Return 0.06% 0.31% 0.32% 0.26% 0.14%
Attribution Analysis

Asset Allocation
Manager Selection

Total Relative Return 0.63% 1.38% 1.67% 3.78%

LEGACY FUND
Total Fund Return - Net 1.42% 2.46% N/A N/A N/A N/A
Policy Benchmark Return 1.32% 2.16% N/A N/A N/A
Attribution Analysis

Asset Allocation 0.07% 0.07%
Manager Selection 0.03% 0.23%

Total Relative Return 0.09% 0.30% N/A
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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 2014 by Callan Associates Inc.



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 December 31, 2013
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10th Percentile 11.97 8.32 3.24 0.37 3.68 0.34
25th Percentile 10.95 7.38 1.57 (0.08) 3.22 0.27

Median 9.90 6.37 0.41 (0.52) 2.56 0.12
75th Percentile 8.55 5.28 0.05 (0.94) 1.79 0.05
90th Percentile 7.15 4.08 (0.29) (1.51) 1.07 0.03

Index 10.51 5.71 (0.14) (1.24) 2.53 0.01

Range of Separate Account Manager Returns by Asset Class
One Year Ended December 31, 2013
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25th Percentile 40.01 26.08 1.32 (2.04) 13.37 0.69

Median 35.49 23.29 (0.54) (3.78) 11.30 0.44
75th Percentile 32.38 19.57 (1.69) (5.98) 8.57 0.22
90th Percentile 28.85 15.34 (5.44) (7.02) 5.40 0.13

Index 32.39 22.78 (2.02) (4.56) 10.98 0.07
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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 December 31, 2013

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

Actual Asset Allocation

Large Cap
8%

Small Cap
3%

International Equity
6%

Domestic Fixed Income
29%

Inflation Protected
9%

Short Term Fixed Income
39%

Cash & Equivalents
3%

Real Estate
3%

Target Asset Allocation

Large Cap
7%

Small Cap
3%

International Equity
6%

Domestic Fixed Income
31%

Inflation Protected
9%

Short Term Fixed Income
39%

Cash & Equivalents
3%

Real Estate
3%

$000s Weight Percent $000s
Asset Class Actual Actual Target Difference Difference
Large Cap         310,958    7.9%    7.4%    0.5%          19,800
Small Cap         111,409    2.8%    2.6%    0.2%           9,110
International Equity         253,632    6.4%    6.1%    0.3%          13,623
Domestic Fixed Income      1,155,631   29.4%   30.5% (1.1%) (44,412)
Inflation Protected         342,476    8.7%    9.2% (0.5%) (19,504)
Short Term Fixed Income      1,528,735   38.9%   38.8%    0.1%           2,122
Cash & Equivalents         116,968    3.0%    2.7%    0.3%          10,734
Real Estate         114,759    2.9%    2.7%    0.2%           8,526
Total       3,934,568  100.0%  100.0%

* Current Quarter Target = 38.8% Barclays Gov 1-3 Yr, 30.5% Barclays Aggregate Index, 9.2% Barclays Glbl Inftn-Lnked, 7.4% Russell 1000 Index,

6.1% MSCI EAFE Index, 2.7% 3-month Treasury Bill, 2.7% NCREIF Total Index and 2.6% Russell 2000 Index.
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Quarterly Total Fund Relative Attribution - December 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

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

Large Cap (0.08%)

Small Cap (0.01%)

Domestic Fixed Income (1.81%)

Real Estate 0.23%

International Equity (0.08%)

Inflation Protected (0.23%)

Short Term Fixed Income 1.64%

Cash & Equivalents 0.33%

Large Cap

Small Cap

Domestic Fixed Income

Real Estate

International Equity

Inflation Protected

Short Term Fixed Income

Cash & Equivalents

Total

Actual vs Target Returns

(5%) 0% 5% 10% 15% 20%

11.51%
10.23%

9.69%
8.72%

0.93%
(0.14%)

4.25%
2.53%

6.41%
5.71%

0.66%
(0.11%)

0.47%
0.07%

0.00%
0.02%

2.06%
1.36%

Actual Target

Relative Attribution by Asset Class

(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 December 31, 2013

Effective Effective Total
Actual Target Actual Target Manager Asset Relative

Asset Class Weight Weight Return Return Effect Allocation Return
Large Cap 7% 7% 11.51% 10.23% 0.09% (0.01%) 0.08%
Small Cap 3% 3% 9.69% 8.72% 0.02% 0.00% 0.03%
Domestic Fixed Income 26% 28% 0.93% (0.14%) 0.28% 0.03% 0.31%
Real Estate 3% 3% 4.25% 2.53% 0.05% 0.00% 0.05%
International Equity 6% 6% 6.41% 5.71% 0.04% (0.02%) 0.02%
Inflation Protected 9% 9% 0.66% (0.11%) 0.07% 0.00% 0.07%
Short Term Fixed Income41% 40% 0.47% 0.07% 0.17% (0.03%) 0.14%
Cash & Equivalents 4% 4% 0.00% 0.02% (0.00%) (0.00%) (0.00%)

Total = + +2.06% 1.36% 0.72% (0.02%) 0.70%

* Current Quarter Target = 38.8% Barclays Gov 1-3 Yr, 30.5% Barclays Aggregate Index, 9.2% Barclays Glbl Inftn-Lnked, 7.4% Russell 1000 Index,

6.1% MSCI EAFE Index, 2.7% 3-month Treasury Bill, 2.7% NCREIF Total Index and 2.6% Russell 2000 Index.
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Cumulative Total Fund Relative Attribution - December 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.

One Year Relative Attribution Effects

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

Large Cap

Small Cap

Domestic Fixed Income

Real Estate

International Equity

Inflation Protected

Short Term Fixed Income

Cash & Equivalents

Total

Manager Effect Asset Allocation Total

Cumulative Relative Attribution Effects

0.0%

0.5%

1.0%

1.5%

2.0%

2.5%

2013

Manager Effect

Asset Allocation

Total

One Year Relative Attribution Effects

Effective Effective Total
Actual Target Actual Target Manager Asset Relative

Asset Class Weight Weight Return Return Effect Allocation Return
Large Cap 6% 6% 36.78% 33.11% 0.19% 0.06% 0.25%
Small Cap 2% 2% 41.46% 38.82% 0.05% 0.04% 0.08%
Domestic Fixed Income 27% 27% 0.15% (2.02%) 0.64% 0.04% 0.68%
Real Estate 3% 3% 18.76% 10.98% 0.25% 0.03% 0.27%
International Equity 5% 5% 25.89% 22.78% 0.11% (0.00%) 0.11%
Inflation Protected 11% 11% 0.17% (3.19%) 0.39% (0.00%) 0.39%
Short Term Fixed Income43% 43% 1.04% 0.37% 0.29% (0.07%) 0.22%
Cash & Equivalents 3% 3% 0.12% 0.07% 0.00% 0.04% 0.04%

Total = + +5.24% 3.18% 1.93% 0.14% 2.07%

* Current Quarter Target = 38.8% Barclays Gov 1-3 Yr, 30.5% Barclays Aggregate Index, 9.2% Barclays Glbl Inftn-Lnked, 7.4% Russell 1000 Index,

6.1% MSCI EAFE Index, 2.7% 3-month Treasury Bill, 2.7% NCREIF Total Index and 2.6% Russell 2000 Index.
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Cumulative Total Fund Relative Attribution - December 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 8% 8% 16.73% 18.15% (0.16%) (0.01%) (0.18%)
Small Cap 3% 3% 23.18% 20.08% 0.09% (0.00%) 0.09%
Domestic Fixed Income 39% 39% 9.72% 4.44% 2.12% 0.03% 2.15%
Real Estate 4% 4% (2.37%) 5.68% (0.37%) (0.02%) (0.39%)
International Equity 6% 6% 14.03% 11.70% 0.14% (0.06%) 0.08%
Inflation Protected 16% 16% 4.80% 5.75% (0.23%) 0.00% (0.23%)
Short Term Fixed Income21% 21% - - 0.41% (0.02%) 0.39%
Cash & Equivalents 4% 3% 0.29% 0.12% 0.01% (0.03%) (0.02%)

Total = + +8.06% 6.18% 2.00% (0.12%) 1.88%

* Current Quarter Target = 38.8% Barclays Gov 1-3 Yr, 30.5% Barclays Aggregate Index, 9.2% Barclays Glbl Inftn-Lnked, 7.4% Russell 1000 Index,

6.1% MSCI EAFE Index, 2.7% 3-month Treasury Bill, 2.7% NCREIF Total Index and 2.6% 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 Public Fund Sponsor Database.

Cumulative Returns Actual vs Target
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* Current Quarter Target = 38.8% Barclays Gov 1-3 Yr, 30.5% Barclays Aggregate Index, 9.2% Barclays Glbl Inftn-Lnked, 7.4% Russell 1000 Index,

6.1% MSCI EAFE Index, 2.7% 3-month Treasury Bill, 2.7% NCREIF Total Index and 2.6% Russell 2000 Index.

 32
North Dakota State Investment Board - Insurance Trust



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 = 38.8% Barclays Gov 1-3 Yr, 30.5% Barclays Aggregate Index, 9.2% Barclays Glbl Inftn-Lnked, 7.4% Russell 1000 Index,

6.1% MSCI EAFE Index, 2.7% 3-month Treasury Bill, 2.7% NCREIF Total Index and 2.6% 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.

Five Year Annualized Risk vs Return
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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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One Year Ended December 31, 2013
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10th Percentile 40.02 52.70 28.81 7.20 16.11 0.92
25th Percentile 37.04 46.46 26.08 1.32 13.37 0.69

Median 34.60 42.24 23.29 (0.54) 11.30 0.44
75th Percentile 32.41 37.42 19.57 (1.69) 8.57 0.22
90th Percentile 30.86 34.66 15.34 (5.44) 5.40 0.13

Asset Class Composite 36.78 41.46 25.89 0.15 18.76 0.12

Composite Benchmark 33.11 38.82 22.78 (2.02) 10.98 0.33

Weighted
Ranking
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10th Percentile 21.52 28.35 16.79 15.89 7.91 2.67
25th Percentile 19.88 25.36 15.23 9.82 5.51 1.83

Median 18.32 23.10 13.85 6.13 2.88 0.86
75th Percentile 16.99 20.52 12.32 4.51 (0.67) 0.35
90th Percentile 15.90 19.18 11.24 3.25 (4.18) 0.27

Asset Class Composite 16.73 23.18 14.03 9.72 (2.37) 0.29

Composite Benchmark 18.15 20.08 11.70 4.44 5.68 0.28

Weighted
Ranking
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* Current Quarter Target = 38.8% Barclays Gov 1-3 Yr, 30.5% Barclays Aggregate Index, 9.2% Barclays Glbl Inftn-Lnked, 7.4% Russell 1000 Index,

6.1% MSCI EAFE Index, 2.7% 3-month Treasury Bill, 2.7% NCREIF Total Index and 2.6% 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 December 31, 2013, with
the distribution as of September 30, 2013. 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

December 31, 2013 September 30, 2013

Market Value Weight Net New Inv. Inv. Return Market Value Weight
Domestic Equity $422,367,039 10.73% $59,061,280 $39,534,492 $323,771,268 8.91%

     Large Cap $310,957,875 7.90% $43,001,315 $30,152,118 $237,804,442 6.54%
Clifton Large Cap 61,095,620 1.55% 8,900,000 5,220,610 46,975,010 1.29%
L.A. Capital 95,118,193 2.42% 13,864,612 9,178,705 72,074,875 1.98%
L.A. Capital Enhanced 61,892,534 1.57% 8,384,602 5,921,606 47,586,326 1.31%
LSV Asset Management 92,851,528 2.36% 11,852,101 9,831,196 71,168,231 1.96%

     Small Cap $111,409,164 2.83% $16,059,964 $9,382,374 $85,966,826 2.37%
Clifton Small Cap 55,318,555 1.41% 8,300,000 4,148,004 42,870,551 1.18%
Research Affiliates 56,090,609 1.43% 7,759,964 5,234,370 43,096,275 1.19%

International Equity $253,632,133 6.45% $51,996,290 $13,335,121 $188,300,722 5.18%
Capital Guardian Trust Co. 99,063,222 2.52% 19,624,580 4,527,488 74,911,153 2.06%
DFA Int’l Small Cap Value 26,014,390 0.66% 5,370,956 1,697,712 18,945,722 0.52%
LSV Asset Management 103,061,994 2.62% 21,625,577 5,472,470 75,963,947 2.09%
Vanguard Intl Explorer Fund 25,492,527 0.65% 5,375,176 1,637,451 18,479,900 0.51%

Domestic Fixed Income $1,155,631,251 29.37% $300,683,175 $9,455,488 $845,492,588 23.27%
Declaration 27,180,857 0.69% (30,000,000) 302,075 56,878,782 1.57%
Declaration Total Return 27,995,314 0.71% 28,000,000 (4,686) - -
PIMCO DiSCO II 71,601,354 1.82% (25,000,007) 2,819,647 93,781,714 2.58%
PIMCO Bravo II 5,000,000 0.13% 5,085,106 (85,106) - -
Prudential 98,398,744 2.50% 29,349,439 390,954 68,658,351 1.89%
SSgA US Govt Credit Bd Idx 172,917,695 4.39% 50,698,332 (104,422) 122,323,785 3.37%
Wells Capital 376,922,085 9.58% 86,244,409 5,417,494 285,260,181 7.85%
Western Asset Management 375,615,203 9.55% 156,305,895 719,533 218,589,775 6.02%

Inflation Protected $342,476,010 8.70% $(3,702,192) $2,258,277 $343,919,925 9.46%
Western Asset Management 198,410,268 5.04% (87,560) (714,070) 199,211,898 5.48%
JP Morgan Infrastructure 70,785,692 1.80% (214,211) 3,738,213 67,261,690 1.85%
Eastern Timber Opportunities 57,170,198 1.45% (3,327,556) (1,355,399) 61,853,153 1.70%
Credit Suisse Cust. Infra. 16,109,852 0.41% (72,865) 589,533 15,593,184 0.43%

Real Estate $114,759,167 2.92% $(1,102,335) $4,701,423 $111,160,079 3.06%
Invesco Core Real Estate 46,444,465 1.18% (46,133) 1,516,538 44,974,059 1.24%
JP Morgan RE 68,314,703 1.74% (1,056,202) 3,184,885 66,186,020 1.82%

Short Term Fixed Income $1,528,734,995 38.85% $(80,500,000) $7,316,467 $1,601,918,528 44.08%
JPM Short Term - Budget 231,118,808 5.87% 0 588,003 230,530,805 6.34%
Babson Short Term - Budget 233,633,209 5.94% 0 2,806,349 230,826,860 6.35%
Babson Short Term Legacy 572,052,163 14.54% (3,000,000) 2,634,141 572,418,022 15.75%
JPM Short Term Legacy 491,930,815 12.50% (77,500,000) 1,287,974 568,142,841 15.63%

Cash & Equivalents $116,967,600 2.97% $(102,438,561) $3,620 $219,402,541 6.04%
Bank of ND - Money Mkt 116,967,600 2.97% (102,438,561) 3,620 219,402,541 6.04%

Total Fund $3,934,568,196 100.0% $223,997,657 $76,604,889 $3,633,965,650 100.0%
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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
December 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 December 31, 2013

Last Last Last
Last Last  3  5  10

Quarter Year Years Years Years
Domestic Equity 11.03% 37.99% 17.25% 18.34% 7.82%

     Large Cap 11.51% 36.78% 17.22% 16.73% 7.63%
Clifton Large Cap 10.10% 31.23% 16.43% 19.83% -
L.A. Capital 11.50% 36.11% 16.48% 20.41% 9.18%
L.A. Capital Enhanced 11.30% 36.31% 16.60% 19.49% -
LSV Asset Management 12.57% 41.41% 19.08% 19.70% 9.98%
   Large Cap Benchmark (1) 10.23% 33.11% 16.53% 18.15% 7.50%

     Small Cap 9.69% 41.46% 17.49% 23.18% 9.63%
Clifton Small Cap 8.52% 38.39% 16.79% 22.73% -
Research Affiliates 10.81% 44.26% 18.07% 23.69% -
   Russell 2000 8.72% 38.82% 15.67% 20.08% 9.07%

International Equity 6.41% 25.89% 9.12% 14.03% 7.51%
Capital Guardian Trust Co. 5.40% 23.09% 8.79% 12.85% 7.04%
DFA International Small Cap Value 7.94% 33.19% 10.80% 17.79% -
LSV Asset Management 6.68% 25.83% 9.58% 13.22% -
Vanguard Intl Explorer Fund 7.80% 30.78% 7.59% 17.73% 10.43%
   MSCI EAFE Index (2) 5.71% 22.78% 7.77% 11.70% 7.10%

Domestic Fixed Income 0.93% 0.15% 6.86% 9.72% 5.75%
Declaration 0.45% (0.39%) 5.39% 7.18% -
PIMCO DiSCO II 3.84% 12.06% - - -
Prudential 0.57% (1.33%) 5.97% 9.08% -
Wells Capital 1.49% (0.75%) 6.73% 10.99% 6.84%
Western Asset Management 0.29% (1.03%) 5.21% 9.33% 5.36%
   Barclays Aggregate (0.14%) (2.02%) 3.26% 4.44% 4.55%

SSgA US Govt Credit Bond Idx (0.05%) - - - -
   Barclays Govt/Credit Bd (0.03%) (2.35%) 3.63% 4.40% 4.52%

Insurance Inflation Protected Assets 0.66% 0.17% 4.19% 4.80% -
Western Asset Management (0.36%) (4.95%) 3.71% 5.18% -
JP Morgan Infrastructure 5.56% 8.97% 8.49% 6.23% -
Eastern Timber Opportunities (2.25%) 5.19% 0.58% 2.37% -
Credit Suisse Cust. Infra. 3.70% 10.36% - - -
   Barclays Global Inflation Linked (3) (0.11%) (3.19%) 4.84% 5.75% -

Real Estate 4.25% 18.76% 22.78% (2.37%) -
Invesco Core Real Estate 3.37% 16.68% - - -
JP Morgan RE 4.82% 20.12% 24.12% (1.73%) -
   NCREIF Total Index 2.53% 10.98% 11.92% 5.68% 8.64%

Short Term Fixed Income 0.47% 1.04% 1.18% - -
JPM Short Term - Budget 0.26% 0.47% - - -
Babson Short Term - Budget 1.22% 2.05% - - -
Babson Short Term Legacy 0.47% 1.32% - - -
JPM Short Term Legacy 0.22% 0.51% - - -
   BC Gov 1-3 Yr 0.07% 0.37% 0.81% 1.25% 2.67%

Cash & Equivalents 0.00% 0.12% 0.22% 0.29% 1.85%
Bank of ND - Money Mkt 0.00% 0.12% 0.22% 0.29% 1.85%
   90 Day Treasury Bills 0.01% 0.07% 0.10% 0.12% 1.68%

Total Fund 2.06% 5.24% 6.56% 8.06% 5.18%
Policy Target* 1.36% 3.18% 4.69% 6.18% 5.06%

* Current Quarter Target = 38.8% Barclays Gov 1-3 Yr, 30.5% Barclays Aggregate Index, 9.2% Barclays Glbl

Inftn-Lnked, 7.4% Russell 1000 Index, 6.1% MSCI EAFE Index, 2.7% 3-month Treasury Bill, 2.7% NCREIF Total Index

and 2.6% 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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State Investment Board
Investment Performance, Fee and Service Review

February 28, 2014

Dave Hunter, Executive Director / CIO
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State Investment Board Assets Under Management

2

Market Values 

Fund Name as of 12/31/13 

Pension Trust Fund 

Public Employees Retirement System (PERS) 2,204,819,633

Teachers' Fund for Retirement (TFFR) 1,970,377,031

Job Service of North Dakota Pension 95,276,201

City of Bismarck Employees Pension 74,832,971

City of Grand Forks Employees Pension 53,459,799

City of Bismarck Police Pension 32,887,889

Grand Forks Park District 5,653,023

City of Fargo Employees Pension 4,742,525

Subtotal Pension Trust Fund 4,442,049,072

Insurance Trust Fund  

Legacy Fund 1,695,950,111

Workforce Safety & Insurance (WSI) 1,627,545,930

Budget Stabilization Fund 588,744,084

PERS Group Insurance Account 39,626,348

City of Fargo FargoDome Permanent Fund 38,668,924

State Fire and Tornado Fund 28,625,262

Petroleum Tank Release Compensation Fund 6,899,622

State Risk Management Fund 6,593,046

State Risk Management Workers Comp Fund 5,654,121

State Bonding Fund 3,171,622

ND Association of Counties (NDACo) Fund 2,894,408

Insurance Regulatory Trust Fund 1,107,837

Bismarck Deferred Sick Leave Account 807,624

Cultural Endowment Fund 359,577

Subtotal Insurance Trust Fund 4,046,648,516

PERS Retiree Insurance Credit Fund 83,492,581

Total Assets Under SIB Management 8,572,190,169



Investment Performance, Risk and Efficiency Review
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- Performance Update - For the 1- and 3-year periods ended 12/31/13, the Pension 
Funds generated gross returns of 17.1% and 9.9%, respectively, which rank in the 
2nd quartile of Callan Associates Public Fund Sponsor Database.  For the 5-years 
ended 12/31/13, the Pension Funds generated a 11.7% return which ranked in the 
3rd quartile.  (Slide 4)

- Risk Update - During the “Last 5 Years”, Pension Risk (as measured by standard 
deviation) has declined by 67% from 11.8% to 3.9%.  A lower standard deviation is 
preferred over a higher standard deviation when comparing risk profiles.  As a 
result, the Pension Funds peer risk rating improved to the lowest 10% (93rd

percentile) in the “Last Year.”  (Slide 5)

- Watch List Update – Staff recommends that PIMCO & WAMCO be added to the 
Watch List due to recent management changes & securities litigation, respectively.

- Emerging Market Equity Update – The Staff is working with Callan to conduct an 
Emerging Market Equity Search over the next three months.

- Custody Review – The RIO Staff recommends a custody review be performed for 
Northern Trust to confirm service standards and fee levels.



The Pension Trust generated 2nd Quartile returns for 1-, 3- and 10-year 
periods ended 12/31/13 including a 17% return for the last year.
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Last Year Last 3 Years Last 5 Years Last 10 Years Last 30 Years
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Group: CAI Public Fund Sponsor Database

for Periods Ended December 31, 2013

Returns

10th Percentile 20.61 11.29 14.12 7.81 10.39

25th Percentile 18.62 10.44 13.11 7.43 9.77

Median 16.06 9.58 12.45 7.05 9.50

75th Percentile 13.80 8.57 11.04 6.56 9.10

90th Percentile 11.32 7.71 9.51 6.06 8.89

Member Count 236 223 215 183 26

ND Pen-Total Fund A 17.10 9.89 11.75 7.20 9.13

A (39)

A (42)

A (63)

A (41)

A (70)

2nd Quartile 2nd Quartile 3rd Quartile 2nd Quartile 3rd Quartile

Note:  During the Last 30-Years, the Pension Trust has exceeded its expected return assumption of 8%.



Pension Risk has declined as measured by Standard Deviation
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Last Year Last 3 Years Last 5 Years Last 10 Years Last 30 Years
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for Periods Ended December 31, 2013

Standard Deviation

10th Percentile 6.11 11.17 12.89 12.31 11.40

25th Percentile 5.60 10.12 12.04 11.65 11.01

Median 5.07 8.93 10.95 10.91 10.42

75th Percentile 4.66 7.72 9.42 9.48 10.03

90th Percentile 4.20 6.73 7.82 6.96 9.18

Member Count 236 223 215 183 26

ND Pen-Total Fund A 3.93 9.34 11.82 11.78 10.16

A (93)

A (42)

A (30) A (20)

A (63)

NOTE:  During the “Last 5 Years”, Pension Risk (as measured by standard deviation) has declined by 67% from 11.8% to 3.9%.  A 
lower standard deviation is preferred over a higher standard deviation when comparing risk profiles.  As a result, the Pension 
Funds peer risk rating improved to the lowest 10% (93rd percentile) in the “Last Year.”



Pension Trust  Calendar Year 2013 
Contribution to Relative Return
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Manager Selection within Global, Large Cap Domestic and Developed 

International Equities accounted for 60% of positive relative performance 

followed by Real Estate at 17%.

 Attribution

Total Fund Excess Return 2.02%

Asset Allocation 0.28%

Manager Selection 1.73%

Global Equity 0.45%

Large Cap Domestic Equity 0.38%

Small Cap Domestic Equity 0.16%

Developed International Equity 0.38%

Emerging Markets -0.18%

Private Equity 0.00%

Investment Grade Fixed Income 0.21%

Below Investment Grade Fixed Income -0.03%

International Fixed Income -0.05%

Real Estate 0.34%

Timber -0.44%

Infrastructure 0.23%

Cash Equivalents 0.00%



Insurance Trust  Calendar Year 2013 
Contribution to Relative Return
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Manager Selection was positive across all asset classes within the 

Insurance Trust. Fixed income contributed 31% of positive relative 

performance followed by Inflation Protected Assets at 19%, within which 

Infrastructure was a key driver.

 Attribution

Total Fund Excess Return 2.07%

Asset Allocation 0.14%

Manager Selection 1.93%

Large Cap Domestic Equity 0.19%

Small Cap Domestic Equity 0.05%

International Equity 0.11%

Fixed Income 0.64%

Inflation Protected Assets 0.39%

Real Estate 0.25%

Short Term Fixed Income 0.29%

Cash Equivalents 0.00%



Recent & Upcoming Fee Review Activity

 The Global Equity mandate was restructured in December of 2013 to generate 
over $700,000 in annual cost savings in 2014 and future years.

 In January, PIMCO agreed to reduce fees by 30 bps or $300,000/year due to a 
higher asset level and adopting a separate account structure.  We expect this 
change to become effective in April of 2014.

 Cap Guardian has agreed to reduce fees by 23 bps or $900,000/year due to a 
significant asset increase and based on a recent relationship review.  This fee 
reduction is expected be fully phased in over the next 6 to 10 months.

 RIO intends to review the merits of a Custody Review and a Securities Lending 
Program which are initially estimated to generate $1 million/year of savings.

 As previously noted, RIO will meet with all major investment managers to 
conduct a relationship review and confirm the reasonableness of 
management fees in addition to adherence to our overall investment 
guidelines and risk and return expectations during the 1st half of 2014.

 During the 2nd half of 2014, RIO will make a recommendation to the SIB about 
engaging an independent third party to complete a “targeted” fee study in 
addition to exploring other opportunities to increase investing efficiency. 
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Securities Lending Background, Development & Proposal

Background:  In 2008, many securities lending participants incurred investment losses as a result of “risky 
collateral” being included in various securities lending programs.  Despite many lending agents providing an 
indemnity to clients for borrower risk, many participants incurred investment losses due to “risky collateral”.  
Previously, many participants believed borrower risk (or counterparty risk) was the biggest risk in securities 
lending.  Post 2008, securities lending participants now realize that collateral quality is equally (or more) 
important as borrower risk .

Market Developments:  Many lending agents have created enhanced collateral investment strategies where the 
lending agents have became comfortable providing indemnification for both investment risk and borrower risk.  

Enhanced Collateral Investment Strategies:  An account can be structured such that all investments would be on an 
overnight basis and consist of only US Treasury backed Repurchase Agreements (i.e. the Repurchase 
Agreements would be overcollateralized by US Treasuries) at a minimum of 102% of the cash value. All cash 
collateral would be reinvested daily, thereby ensuring that the over-collateralization requirement is refreshed 
each business day.

Proposal:  Northern Trust is willing to propose this strategy for the North Dakota Retirement & Investment Office 
based upon a US Treasury backed overnight repo Custom Cash Collateral Account.  Based upon successful 
negotiation of a Securities Lending Authorization Agreement and Cash Collateral Investment Guidelines, 
Northern Trust would provide indemnification of the repurchase agreements in the Custom Cash Collateral 
Account. 

Risk Statement:  Northern Trust is unable to make a definitive statement that a loss would never occur.  However, 
under the structure described above, it would likely take a default of the US Government, a default of the repo 
counter-party and a default of Northern Trust in order to generate a loss.

Recommendation:  The Executive Director and Deputy CIO are willing to explore and confirm this proposal with 
Northern Trust if approved by the SIB and present a formal recommendation at an upcoming meeting.

Next Steps:  Upon SIB approval, RIO investment staff will move forward and confirm the structure, risks and 
estimated cost savings of the proposed Enhanced Collateral Investment Strategy with Northern Trust and Callan
Associates.  The cost savings are preliminarily estimated at approximately $900,000 per year.

9
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Investment Manager Assets Under Management (“AUM”) and Fees

- Relationship Reviews Prioritized by AUM and Annual Fees Paid in 2013

Avg Market Value 

Investment Manager 

Fees Paid in FY 2013

Investment 

Manager 

Fees %

Net 

Manager 

Fees

1 J.P. MORGAN $1,015,200,890 $5,811,082 0.57% 0.57%

2 BABSON $575,839,079 $758,881 0.13% 0.13%

3 LA CAPITAL $515,772,684 $1,086,380 0.21% 0.21%

4 WESTERN $502,277,941 $894,348 0.18% 0.18%

5 CLIFTON $490,225,426 $863,595 0.18% * 0.04%

6 LSV $487,792,473 $2,481,730 0.51% * 0.30%

7 PIMCO $400,802,720 $13,177,910 3.29% * 0.64%

8 WELLS $280,345,750 $613,148 0.22% 0.22%

9 TIR $260,597,741 $1,279,439 0.49% 0.49%

10 INVESCO $245,216,424 $2,229,471 0.91% * 0.62%

11 BANK OF ND $190,480,934 $80,718 0.04% 0.04%

12 EPOCH $187,755,328 $1,412,498 0.75% 0.75%

13 LOOMIS SAYLES $176,536,925 $882,685 0.50% 0.50%

14 UBS $127,174,470 $577,148 0.45% 0.45%

15 CALLAN $119,901,922 $834,282 0.70% 0.70%

16 DECLARATION $114,357,118 $618,842 0.54% 0.54%

17 NORTHERN TRUST NTGI $109,202,332 $307,640 0.28% * 0.03%

18 CAPITAL GUARDIAN $108,447,374 $547,646 0.50% 0.50%

19 BRANDYWINE $103,743,039 $427,726 0.41% 0.41%

20 DFA $101,905,746 $687,260 0.67% 0.67%

21 STATE STREET $89,660,762 $251,892 0.28% 0.28%

22 PRUDENTIAL $69,466,857 $204,186 0.29% 0.29%

23 WELLINGTON $65,752,285 $561,118 0.85% 0.85%

24 SEI $58,844,793 $294,454 0.50% 0.50%

25 CALAMOS $53,732,841 $386,180 0.72% 0.72%

26 ADAMS STREET/BRINSON $51,767,770 $982,338 1.90% 1.90%

27 NORTHERN TRUST STIF $41,947,286 $60,935 0.15% 0.15%

28 CREDIT SUISSE $40,658,091 $665,651 1.64% * 1.11%

29 CORSAIR $32,490,963 $736,920 2.27% 2.27%

30 EIG $32,042,116 $365,606 1.14% 1.14%

31 RESEARCH AFFILIATES $31,076,018 $138,437 0.45% 0.45%

32 CAPITAL INT'L $28,714,648 $768,528 2.68% 2.68%

33 MATLIN PATTERSON $27,338,691 -$427,782 n.m. n.m.

34 QUANTUM $18,902,357 $896,941 4.75% 4.75%

35 PANAGORA $16,618,079 $116,010 0.70% 0.70%

36 INVEST AMERICA $15,313,985 $536,928 3.51% 3.51%

37 GOLDMAN SACHS $14,859,358 $754,745 5.08% * 2.13%

38 VANGUARD $10,727,178 $45,054 0.42% 0.42%

39 CORAL PARTNERS $3,759,373 $129,958 3.46% 3.46%

40 HEARTHSTONE $1,458 $566 n.m. n.m.

Pension & Insurance Trusts $6,817,251,224 $43,041,094 0.63% 0.43%

Annual Fees** Gross Fee Net Fee***

* - Performance Fees were $14 million in aggregate for FY 13. n.m. = not meaningful

** - Annual Fees excludes $1.6 million in Custodian, Investment Consultant and Service Fees for the Pension and Insurance Trusts.

*** - Net Investment Management Fees excludes the impact of Performance Fees.  

Unaudited Data Subject to Change

Note:  During the last 1-, 3- and 10-year periods 

ended 12/31/13, the North Dakota Pension 

Fund Trust generated  investment returns which 

were in the 2nd Quartile of the Callan Associates 

Public Fund Sponsor Database (as previously 

noted on page 4).



Contact Information

 Phone:

Dave 701-328-9889 or Darren 701-328-9885

1-800-952-2970 (outside Bismarck/Mandan)

 Mailing Address

ND Retirement and Investment Office

1930 Burnt Boat Drive, P.O. Box 7100

Bismarck, ND 58507-7100

 E-mail Address: 

rio@nd.gov, djhunter@nd.gov or djschulz@nd.gov

 Website Address:

www.nd.gov/rio
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SIB Managers Currently Under Review

Manager Pool
Review 

Inception Reason Status

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.

PIMCO Pension, 
Insurance

Feb-14 Personnel changes – Unconstrained Bond PM 
Chris Dialynas sabbatical, co-CIO Mohamed 
El-Erian departure

Recommend a formal review with findings 
and recommendation to be reported at a 
subsequent meeting.

Western Asset Pension, 
Insurance

Feb-14 Concerns regarding internal controls
stemming from trading practices cited in 
recent SEC and DOL settlements

Recommend a formal review with findings 
and recommendation to be reported at a 
subsequent meeting.
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29 January 2014

Dear PIMCO Client: 

As a follow up to last week’s announcement about PIMCO’s leadership team, I want to share with you several 
additional appointments, an important senior Portfolio Management hire, and two departures. 

Mark Kiesel (Morningstar Fixed Income Manager of the Year in 2012), Virginie Maisonneuve (our new Global 
Head of Equities), Scott Mather (Head of Global Portfolio Management) and Mihir Worah (Head of Real Return 
Portfolio Management) will join Andrew Balls (Head of European Portfolio Management) and Dan Ivascyn 
(Morningstar Fixed Income Manager of the Year in 2013) as Deputy Chief Investment Officers. In their expanded 
roles, they will oversee Portfolio Management teams, strategy formulation, implementation, and risk management. 

These six senior portfolio managers demonstrate the strength, depth and breadth of investment talent at PIMCO. 
They will play important roles in our future success.

I am also delighted to announce that Sudi Mariappa will re-join PIMCO as a Managing Director and Portfolio 
Manager. He returns home to PIMCO after spending the past two years at GLG, a highly respected hedge fund based 
in London. Sudi was previously at PIMCO from 2000-2011 as a Managing Director, Portfolio Manager and Senior 
Advisor. He will become a generalist PM.

In addition to the Deputy CIOs, Saumil Parikh and Christian Stracke will continue to be members of the 
Investment Committee and Tony Crescenzi will join as a new member.

Virginie’s primary focus will be to lead the Equity Portfolio Management Committee, and she will be immediately 
available to the IC to provide input for our expanding investment platform.

Rich Clarida will take on leadership of the Secular Forum, the annual gathering where we develop PIMCO’s 
long-term economic outlook. He has been at PIMCO since 2006, is a renowned expert on central banks and has deep 
policy and macroeconomic expertise as an Assistant Secretary of the Treasury, academic and investor. 

And finally, Ed Devlin, who heads Canadian portfolio management, delivering value for our clients, will relocate to 
the New York office. He will be a PM generalist, continuing with his existing responsibilities.

There are also two departures. Chuck Lahr, a Managing Director and Equities Portfolio Manager, has decided to 
leave the firm to pursue other interests, including spending more time with his family. Marc Seidner, a Managing 
Director and Portfolio Manager, has decided to return to Boston to take a role outside of PIMCO. They both joined 
the firm in 2009 and we thank them for their contributions during their time here.

PIMCO has a highly talented group of 240 portfolio managers, including 28 Managing Directors.

This is a world-class team of investors, befitting a firm dedicated to serving you. Together with our newly appointed 
CEO Doug Hodge, who has 25 years at PIMCO, and President Jay Jacobs with a 15 year tenure (much of it globally), 
they will lead our work on your behalf. The future is bright at PIMCO, and it will get even brighter in the months 
and years ahead!

Sincerely, 

Bill Gross, Founder and Chief Investment Officer

PIMCO Investments LLC,
U.S. Distributor
 1633 Broadway, 45th Floor
New York, NY 10019

T: +1 212.739.3000
TF: 888.942.9962
 F: +1 212.739.3926

Your Global Investment Authority 
pimco.com/investments



PROFESSIONAL BIOGRAPHIES:

Andrew Balls: Mr. Balls is a Managing Director in the London office, Deputy Chief Investment Officer, a member of 
the Investment Committee and head of European portfolio management. He leads PIMCO’s European investment 
team (which is based in London and Munich) and manages a range of global and European portfolios, including 
PIMCO’s Global Advantage strategy, combining developed and emerging fixed income markets. Mr. Balls was 
previously a Portfolio Manager in Newport Beach and the firm’s global strategist. Prior to joining PIMCO in 2006, he 
spent eight years at the Financial Times as an economics correspondent and columnist in London, New York and 
Washington, DC. He has 15 years of investment experience and holds a bachelor’s degree from Oxford and a master’s 
degree from Harvard University. He was a lecturer in economics at Keble College, Oxford.

Richard Clarida, Ph.D: Dr. Clarida is an Executive Vice President in the New York office and PIMCO’s global 
strategic advisor. He also leads PIMCO’s Secular Forum. Since 2008, Dr. Clarida has also been co-head of PIMCO’s 
official institutions channel, which oversees coverage of the firm’s central bank and sovereign wealth fund clients. Prior 
to joining PIMCO in 2006, he gained extensive experience in Washington as assistant Treasury secretary, in academia 
as chairman of the economics department at Columbia University, and in the financial markets at Credit Suisse and 
Grossman Asset Management. He has 15 years of investment experience and holds a Ph.D. in economics from 
Harvard University. He received his undergraduate degree from the University of Illinois

Tony Crescenzi: Mr. Crescenzi is an Executive Vice President, Market Strategist and Portfolio Manager in the 
Newport Beach office. Prior to joining PIMCO in 2009, he was Chief Bond Market Strategist at Miller Tabak, where he 
worked for 23 years. Mr. Crescenzi has written five books, including his latest, “Beyond the Keynesian Endpoint,” 
which was published in November 2011, and a complete revision to Marcia Stigum’s “The Money Market.” He 
regularly appears on CNBC and Bloomberg television and in financial news media. Mr. Crescenzi taught in the 
executive MBA program at Baruch College from 1999-2009. He has 31 years of investment experience and holds an 
MBA from St. John’s University and an undergraduate degree from the City University of New York.

Ed Devlin: Mr. Devlin is an Executive Vice President and Head of Canadian Portfolio Management. In this multi-
faceted role, he is responsible for developing PIMCO’s Canadian economic outlook and portfolio strategies. He is 
quoted often as an authority on the Canadian fixed income market and liability-driven investing by leading 
publications, including the National Post, Globe & Mail, and The New York Times. Mr. Devlin is also a frequent 
participant on the Business News Network and speaks extensively at CFA conferences and other events. Prior to 
joining PIMCO in 2006, he worked in London, Tokyo, Toronto, Hong Kong and New York in progressively more 
senior fixed income positions at Lehman Brothers and Merrill Lynch. He holds a bachelor’s degree in business 
administration from Wilfrid Laurier University, where he was the gold medal recipient. He also holds an MBA from 
the Tuck School at Dartmouth College.

Daniel Ivascyn: Mr. Ivascyn is a Managing Director in the Newport Beach office and Deputy Chief Investment Officer. 
He is the Head of the Mortgage Credit Portfolio Management team and a lead portfolio manager for PIMCO’s credit 
hedge fund and mortgage opportunistic strategies. He also oversees the firm’s Income strategies. Morningstar named 
him Fixed Income Fund Manager of the Year in 2013. Mr. Ivascyn is a member of PIMCO’s Executive Committee and 
has also periodically served as a member of the Investment Committee. Prior to joining PIMCO in 1998, he worked at 
Bear Stearns in the asset-backed securities group, as well as T. Rowe Price and Fidelity Investments. He has 22 years of 
investment experience and holds an MBA in analytic finance from the University of Chicago Graduate School of 
Business and a bachelor’s degree in economics from Occidental College.



Mark Kiesel: Mr. Kiesel is a Managing Director in the Newport Beach office, Deputy Chief Investment Officer, 
generalist portfolio manager, global head of the corporate bond portfolio management group and a senior member of 
the investment strategy and portfolio management group. Morningstar named him Fixed Income Fund Manager of 
the Year in 2012 and a finalist in 2010. He has written extensively on the topic of global credit markets, founded the 
firm’s Global Credit Perspectives publication and regularly appears in the financial media. He joined PIMCO in 1996 
and previously served as PIMCO’s head of equity derivatives and as a senior credit analyst. He has 21 years of 
investment experience and holds an MBA from the University of Chicago’s Graduate School of Business. He received 
his undergraduate degree from the University of Michigan.

Virginie Maisonneuve: Ms. Maisonneuve is a Managing Director in the London office, Deputy Chief Investment 
Officer and Global Head of Equities Portfolio Management. She has more than 25-years of equity investing experience 
and most recently was Head of Global and International Equities with Schroders Plc, where she spent 9 years in their 
London office as an equity portfolio manager and team leader. She also served as a Director of Schroder Investment 
Management North America Inc. Previously, she spent 6-years at Clay Finlay in New York City as Co-Chief 
Investment Officer, Director and a member of the Executive Committee and Investment Policy Committee. Earlier in 
her career she was an equity portfolio manager with a focus on Asian portfolios with State Street Research and 
Management. She also held equity portfolio management roles with Batterymarch Financial Management and Martin 
Currie, in Scotland. Ms. Maisonneuve began her career working with the French Ministry of Foreign Affairs, China. 
She earned a MA in Mandarin Chinese from Dauphine University in Paris, an MBA from Ecole Superieure Libre des 
Sciences Commerciales Appliquèes in Paris, and a BA in Political Economics from People’s University in Beijing, 
China. Ms. Maisonneuve is a CFA charterholder.

Sudi Mariappa: Mr. Mariappa will become a Managing Director and Generalist Portfolio Manager in the Newport 
Beach office. Previously he was with GLG in their London office, beginning in September 2012 where he developed 
and co-managed GLF’s absolute return fixed income offering. Prior to GLG, Mr. Mariappa was at PIMCO from 
2000-2011 as a Managing Director, Portfolio Manager and Senior Advisor. Earlier in his career he was a Managing 
Director at Merrill Lynch, Tokyo. He also worked for Sumitomo Finance International and Long Term Capital 
Management in San Francisco, and Salomon Brothers in Tokyo. Mr. Mariappa holds a B.S. degree in Chemical 
Engineering and an MBA from Cornell University.

Scott Mather: Mr. Mather is a Managing Director in the Newport Beach office and Head of Global Portfolio 
Management. Previously, he led portfolio management in Europe, managed euro and pan-European portfolios and 
worked closely with many Allianz-related companies. He also served as a managing director of Allianz Global 
Investors KAG. Prior to these roles, Mr. Mather co-headed PIMCO’s mortgage- and asset-backed securities team. 
Prior to joining PIMCO in 1998, he was a fixed income trader specializing in mortgage-backed securities at Goldman 
Sachs in New York. He has 19 years of investment experience and holds a master’s degree in engineering, as well as 
undergraduate degrees, from the University of Pennsylvania.

Saumil Parikh, CFA: Mr. Parikh is a Managing Director in the Newport Beach office and Generalist Portfolio 
Manager. Mr. Parikh is also a member of the PIMCO Investment Committee and leads the firm’s cyclical economic 
forums. He previously served as a specialist portfolio manager on the short-term, mortgage and global portfolio 
management teams. Prior to joining PIMCO in 2000, Mr. Parikh was a financial economist and market strategist at 
UBS Warburg. He has 15 years of investment experience and holds undergraduate degrees in economics and biology 
from Grinnell College.



Christian Stracke: Mr. Stracke is a Managing Director in the Newport Beach office, a member of PIMCO’s Investment 
Committee, and Global Head of the Credit Research Group. The group covers all levels of the debt capital structure for 
targeted industries, including investment grade and high yield bonds, bank debt and convertibles. Prior to joining 
PIMCO in 2008, he was a senior credit strategist at CreditSights and also held positions as head of Latin America fixed 
income strategy with Commerzbank Securities and head of Latin America local markets strategy with Deutsche Bank. 
He has 14 years of investment experience and holds an undergraduate degree from the University of Chicago.

Mihir Worah: Mr. Worah is a Managing Director in the Newport Beach office, Deputy Chief Investment Officer, 
Portfolio Manager, and Head of the Real Return Portfolio Management team. He was previously a member of the 
analytics team and worked on real and nominal term structure modeling and options pricing. Prior to joining PIMCO 
in 2001, he was a postdoctoral research associate at the University of California, Berkeley, and the Stanford Linear 
Accelerator Center, where he built models to explain the difference between matter and anti-matter. In 2012 he 
co-authored “Intelligent Commodity Indexing,” published by McGraw-Hill. He has 12 years of investment experience 
and holds a Ph.D. in theoretical physics from the University of Chicago.









1 Type Presentation Title on Master Slide Knowledge. Experience. Integrity. 

Manager Search Process Overview 

● The Process: 
– Every search starts from scratch, no “Approved” or 

“Buy” lists 
– Backed by extensive due diligence and 

accumulated knowledge of specialist and 
generalist consultants 

– Disciplined and Consistent 
– Client driven, customized 
– Utilizes peer review—Manager Search Committee 

to ensure quality control 

● The Outcome: 
– The identification of the managers and products 

that are the best fit for the investment program and 
the specific mandate. 

● Client Cooperation: 
– All parts of this process are transparent and client 

involvement is encouraged. Any part of this 
process can be used to supplement a client’s 
existing search process. 

 

Client and  
Manager Profiles 

Manager Search Process 

Finalists 

Quantitative 
Screening 

Qualitative 
Screening 

Manager Search 
Committee 

Semi-Finalist 
Review 
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Sixty-fourth 
Legislative Assembly ________ BILL NO. _____ 
of North Dakota 

 Page No. 1 

 

Introduced by 

(At the request of the State Investment Board) 

 

 

A BILL for an Act to amend and reenact sections 21-10-02.1 and 21-10-06 of the North 1 

Dakota Century Code, relating to modifications to investment policies for and funds 2 

under management of the state investment board. 3 

BE IT ENACTED BY THE LEGISLATIVE ASSEMBLY OF NORTH DAKOTA: 4 

SECTION 1.  AMENDMENT.  Section 21-10-02.1 of the North Dakota Century 5 

Code is amended and reenacted as follows: 6 

21-10-02.1. Board - Policies on investment goals and objectives and asset 7 

allocation. 8 

1.  The governing body of each fund enumerated in section 21-10-06 shall 9 

establish policies on investment goals and objectives and asset allocation 10 

for each respective fund. The policies must provide for: 11 

a.  The definition and assignment of duties and responsibilities to 12 

advisory services and persons employed by the board. 13 

b.  Acceptable rates Rate of return objectives, including liquidity, 14 

requirements and acceptable levels of risk. 15 

c.  Long-range asset allocation goals. 16 

d.  Guidelines for the selection and redemption of investments. 17 

e.  Investment diversification, investment quality, qualification of 18 

advisory services, and amounts to be invested by advisory 19 

services. 20 

f.  The type of reports and procedures to be used in evaluating 21 

performance. 22 
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2.  The asset allocation and any subsequent allocation changes for each 1 

fund, to be effective, must be approved by the governing body of that fund 2 

and the state investment board by January first of each year. If the asset 3 

allocation is not approved, the previous asset allocation remains effective. 4 

The governing body of each fund shall use the staff and consultants of the 5 

retirement and investment office in developing asset allocation and 6 

investment policies. 7 

SECTION 2.  AMENDMENT.    Section 21-10-06 of the North Dakota Century 8 

Code is amended and reenacted as follows: 9 

21-10-06. Funds under management of board - Accounts. 10 

1.  Subject to the provisions of section 21-10-0121-10-02, the board is 11 

charged with the investment of the following funds: 12 

a.  State bonding fund. 13 

b.  Teachers' fund for retirement. 14 

c.  State fire and tornado fund. 15 

d.  Workforce safety and insurance fund. 16 

e. National guard tuition trust fund. 17 

f.  Public employees retirement system. 18 

g. f. Insurance regulatory trust fund. 19 

h. g. State risk management fund. 20 

i. h. Budget stabilization fund. 21 

j. i. Health care trust fund. 22 

k. j. Cultural endowment fund. 23 

l. k. Petroleum tank release compensation fund. 24 

m. l. Legacy fund. 25 

m. Any other fund under contract with the board pursuant to 26 

subsection 3.  27 
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2.  Separate accounting must be maintained for each of the funds listed in 1 

subsection 1.  The moneys of the individual funds may be commingled for 2 

investment purposes when determined advantageous. 3 

3.  The state investment board may provide investment services to, and 4 

manage the money of, any agency, institution, or political subdivision of 5 

the state, subject to agreement with the industrial commission. The scope 6 

of services to be provided by the state investment board to the agency, 7 

institution, or political subdivision must be specified in a written contract. 8 

The state investment board may charge a fee for providing investment 9 

services and any revenue collected must be deposited in the state 10 

retirement and investment fund. 11 



            
 

NORTH DAKOTA RETIREMENT AND INVESTMENT OFFICE 
 

Staffing Update 
 

February 21, 2014 
 
 

During the past  three months, the RIO team has been successful in filling three vacant positions, 
promoting from within to eliminate a future vacancy in Information Technology and posting for the Audit 
Supervisor and IT Coordinator positions. We  have also revised our organizational chart to more 
accurately reflect observed reporting lines from a functional perspective. 
 
The RIO Executive Team understands the importance of proper staffing levels as the success of the 
Agency is critically dependent on the interaction and effectiveness of our outstanding staff.   
 

- David Hunter joined RIO as Executive Director/CIO on December 2, 2013. 
 

- Cody Schmidt joined RIO as Compliance Officer on December 9, 2013. 
 

- Connie Flanagan rejoined RIO as Fiscal and Investment  Operations Manager on January 21, 
2014.  

 
- Gary Vetter announced his retirement  as RIO’s Information Technology Supervisor. Mr. Vetter’s 

last day will be March 31, 2014.   
 

- Rich Nagel, RIO’s current IT Coordinator, will be promoted to RIO’s Information Technology 
Supervisor effective April 1, 2014.  

 
- RIO’s IT Coordinator position, which will be vacant as a result of Rich’s promotion, was posted on 

February 20, and will be advertised on February 23 and March 2.  Application closing date is 
March 10.  
 

- RIO’s Audit Supervisor position was posted on December 31, 2013.  To expand the applicant pool, 
it will be reposted and readvertised in March 2014. 
 

- The Investment Analyst position will be posted once an organizational review of investment and 
fiscal division duties  is completed.  
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Center for Institutional Investor Education  

2nd Annual Mountain States Institutional Investor Forum 
 

A Meeting of Regional Institutional Investors - March 6
th

, 2014 
The Ritz-Carlton Denver, 1881 Curtis Street, Denver, CO 80202   

 
Public Pension Funds, Corporate Pension Plans, Foundations, Endowments, Insurance Companies, Taft Hartley Plans and 

Investment Advisors  
 

 
2014 FEATURED CONTRIBUTORS & ADVISORY BOARD MEMBERS 

 
Greg Smith, Executive Director, Colorado Public Employees’ Retirement Association 

Daniel Andersen, Executive Director, Utah Retirement Systems 
Ruth Ryerson, Executive Director, Wyoming Retirement System 

Wayne Propst, Executive Director, Public Employees Retirement Association of New Mexico 
Dan Slack, Chief Executive Officer, Fire & Police Pension Association of Colorado 

Michael Walden-Newman, Chief Investment Officer, Wyoming State Treasury 
Jan Goodwin, Executive Director, New Mexico Educational Retirement Board 

Jennifer Paquette, Chief Investment Officer, Colorado Public Employees’ Retirement Association 
Jeff States, State Investment Officer, Nebraska Investment Council 

Elmer Brinkman, Chairman, South Dakota Retirement System 
Gary Dokes, Chief Investment Officer, Arizona State Retirement System 

Jonathan Shear, Chief Investment Officer, University of Utah Endowment 
Bob Jacksha, Chief Investment Officer, New Mexico Educational Retirement Board 

Brian Guthrie, Executive Director, Teacher Retirement System of Texas 
Jody Olson, Chairman, Public Employee Retirement System of Idaho 

Steve Neel, Deputy Chief Investment Officer, New Mexico Educational Retirement Board 
John Litchfield, Vice President, Private Markets, CenturyLink Pension Plan 

Tim Barron, Chief Investment Officer, Segal Rogerscasey 
Erik Knutzen, Chief Investment Officer, New England Pension Consultants 

 

 
EDUCATIONAL PARTNERS 

 
CFA Institute 

National Association of State Boards of Accountancy (CPA) 
CFP Board 

CFA Society of Colorado 
 

CONTRIBUTING PARTNERS 
 

Cutwater Asset Management 
Wisdom Tree Asset Management 

 Bernstein Litowitz Berger & Grossmann LLP  

BNY Mellon Investment Management 
ING U.S. Investment Management 

State Street 
NASDAQ OMX 

D.E. Shaw & Co. 
Adrian Lee Partners 

Barings 
Brandes Investment Partners 
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Center for Institutional Investor Education  

 
730 Registration & Welcome Coffee 
 
800 Breakfast Workshop - Active & Passive Investing:  Hosted by Barings 
Hayes Miller, Head of Asset Allocation, North America, Baring Asset Management 
 
845      Host’s Welcome 
US Markets team welcomes guests to the Mountain States Institutional Investor Forum 
Spencer Craig and Zach Lichaa, US Markets 
 
850 Chairperson’s Welcoming Remarks 
Charlie Hannigan, Managing Director, Cutwater Asset Management 
 
855 Trends and Outlook for the US Economy 
We’ll examine the state of the American economy as it tries to break out of the lackluster GDP growth seen in 
2013.  Have interest rates stalled a housing recovery? When will the Federal Reserve take its foot of the pedal 
of quantitative easing? 
Presenter: 
Clifford Corso, Chief Executive Officer and Chief Investment Officer, Cutwater Asset Management 
 
925 Executive Director Roundtable: Mountain States 
Pension Executives will focus on the key investment management and operational issues facing the region’s 
funds, and what is being done to address them. 
Moderator: 
Greg Smith, Executive Director, Colorado Public Employees’ Retirement Association 
Panelists: 
Ruth Ryerson, Executive Director, Wyoming Retirement System 
Wayne Propst, Executive Director, Public Employees Retirement Association of New Mexico 
Daniel Andersen, Executive Director, Utah Retirement Systems 
Jan Goodwin, Executive Director, New Mexico Educational Retirement Board 
 
1015 Interview: Innovation in the World of Indexing 
Innovation in the world of indexing has provided institutional investors new choices for their passive 
exposures.  What is the rationale for fundamentally weighted indexing?  How do these strategies differ from 
traditional capitalization-weighted indexes? How have these strategies performed in real time.  Luciano 
Siracusano, WisdomTree’s Chief Investment Strategist explores these questions and discusses how investors 
are using fundamental weighted strategies to gain access to asset classes around the world 
Panelist: 
Luciano Siracusano, Chief Investment Strategist, Wisdom Tree Asset Management 
 
1045  Morning Coffee Break 
 
 
 
 
 
 
 
 
 



 
 

Center for Institutional Investor Education  

 
1105 Shareholder Rights and Policing Corporate America 
This presentation will identify the governance and legal issues that shareholders of institutional funds should 
be aware of so that their rights are protected under domestic and international laws. The panel will also 
focus on securities litigation as a means to protect shareholders, providing precedent setting cases, as well as 
current ones, to show the benefits and hardships of pursuing such recourse. 
Moderator: 
Kevin Lindahl, General Counsel, Fire & Police Pension Association of Colorado 
Panelists: 
Benjamin Brandes, General Counsel, Wyoming Retirement System 
Victoria Hale, General Counsel, Denver Employees Retirement Plan 
Hannah Ross, Esquire, Partner, Bernstein Litowitz Berger & Grossmann LLP 
Susan Pittard, General Counsel, Public Employees Retirement Association of New Mexico 
 
1145 Private Markets Update  
As institutional LPs become more and more experienced and sophisticated, they now have more choices and 
access to private markets exposure. This panel will provide an update on the latest allocation trends in 
private equity for institutional funds. 
Moderator: 
Tim Barron, Chief Investment Officer, Segal Rogerscasey 
Panelists: 
Robert Grady, Chairman, New Jersey State Investment Council 
Michael Walden-Newman, Chief Investment Officer, Wyoming State Treasury 
John Litchfield, Vice President, Private Markets, CenturyLink Pension Plan 
BNY Mellon Investment Management 
 
1220 Luncheon
 
120 Protecting Your Portfolio From Market Volatility 
Market volatility tends to keep managers up at night, and since the Federal Reserve has embarked on a 
program of quantitative easing, volatility has diminished in the marketplace. However, as investors begin to 
react to the Fed’s exit from this program, volatility should return. Thus, we feel it’s an important topic to 
discuss and panelists will share their views on volatility and strategies to deal with this shift in the markets. 
Moderator: 
Lincoln Smith, Partner/Portfolio Analyst, Albourne America 
Panelists: 
Vince Smith, Deputy Chief Investment Officer, New Mexico State Investment Council 
Adrian Lee, President and Chief Investment Officer, Adrian Lee Partners 
John Linder, Principal, Pension Consulting Alliance 
Michael Hall, West Division Investment Leader, Towers Watson 
 
 
 
 
 
 
 
 
 
 



 
 

Center for Institutional Investor Education  

 
155 The New Normal: Increasing Yields in a Low Rate Environment 
With interest rates still near record lows and the Federal Reserve committed to furthering QE, what are 
effective strategies to pursue higher yields on capital?  We’ll consider credit strategies, high yield and 
convertible bonds, bank loans, and other approaches. 
Moderator:  
Scott Simon, Chief Investment Officer, Fire & Police Pension Association of Colorado 
Panelists: 
Paul Erlendson, Senior Vice President, Callan Associates 
Helen Choi, Investment Management Specialist, United Launch Alliance 
Shane Matson, Director of Public Markets, CenturyLink Pension Plan 
Jeff Bakalar, Managing Director and Group Head, ING U.S. Investment Management 
 
230 Advanced Asset Allocation 
What are some of the latest developments in asset allocation models? Are they theoretically sound and how 
likely or how soon can they be implemented in the real world? What role can tactical asset allocation 
provide, in terms of both alpha opportunities and risk management? 
Moderator: 
Panelists: 
Erik Knutzen, Chief Investment Officer, New England Pension Consultants 
Usha Sharma, Treasurer, Denver Water 
John Marco, Senior Consultant, The Marco Consulting Group 
State Street 
 
305 Afternoon Coffee Break 
 
320 Due Diligence on Investment Managers 
As a fiduciary overseeing hundreds of millions or billions of dollars in assets, it’s imperative that you 
understand the process for performing due diligence on investment managers and alternative asset funds.  
Ensure that you’re meeting your fiduciary obligation to your members. 
Panelists: 
Steve Neel, Deputy Chief Investment Officer, New Mexico Educational Retirement Board 
Tim Moore, Director of Alternative Investments, Colorado Public Employees’ Retirement Association 
Jonathan Shear, Chief Investment Officer, University of Utah Endowment 
Laura Ladd, Investment Committee Chair, Wyoming Retirement System 
 
355 Quality Board Governance:  Fiduciary Responsibility for Management & Trustees 
This session will be a discussion on the importance of the Board in establishing good governance practices.  
The role of audits as monitoring tools, the importance of risk management, and not just investment risk 
management, the importance of establishing the right standards, transparency to stakeholders, lines of 
authority and reporting, delegation among staff, the investment consultant, investment manager, and the 
custodial bank are just a few of the key points covered in this session. 
Moderator: 
David Miller, Chief Executive Officer, Denver Foundation 
Panelists: 
Elmer Brinkman, Chairman, South Dakota Retirement System 
Mary Lou Cameron, Chairman, New Mexico Educational Retirement Board 
Jody Olson, Chairman, Public Employee Retirement System of Idaho 
Michael Hermanson, Plan Administrator, Tucson Supplemental Retirement System  
Richard Smith, Chairman, Kansas City Police Employees’ Retirement System  



 
 

Center for Institutional Investor Education  

 
430 Negotiating Fees:  A Discussion With All Parties Involved 
This session will dive into the cost structure of asset managers and where there is flexibility to negotiate on 
management fees.  Hear from all sides – the client, the consultant, the asset manager and the index provider 
– as we engage in a frank and honest discussion aimed at maximizing investment returns. 
Moderator: 
Ronnie Jung, Former Executive Director, Teacher Retirement System of Texas 
Panelists:  
David Krein, Head of Index Research, NASDAQ OMX 
Michael Schlachter, Managing Director, Wilshire Associates 
Dan Slack, Chief Executive Officer, Fire & Police Pension Association of Colorado 
Richard Pugmire, Director, LP Capital Advisors 
 
505   A Conversation With the Region’s Leading Chief Investment Officers 
Chief investment officers will focus on the key investment issues facing the region’s funds, and what is being 
done to address them. 
Moderator: 
Brendan McDonough, Director of Institutional Sales, D.E. Shaw & Co. 
Panelists: 
Jennifer Paquette, Chief Investment Officer, Colorado Public Employees’ Retirement Association 
Gary Dokes, Chief Investment Officer, Arizona State Retirement System 
Bob Jacksha, Chief Investment Officer, New Mexico Educational Retirement Board 
Jeff States, State Investment Officer, Nebraska Investment Council 
 
545 Chairperson’s Closing Remarks 
Charlie Hannigan, Managing Director, Cutwater Asset Management 
 
550 Mountain States Microbrew Roundtables and Cocktail Reception 
Join us for informal gatherings with some of the region’s leading investors and thought leaders to continue 
the conversations of the day. 
Host: 
Haley Rives, Vice President, Asset Consulting Group 
Michael Bunn, Chief Investment Officer, The Endowment Office 
Daniel Holmes, Managing Director, Summit Strategies Group 
Ed Hoffman, Senior Consultant, Wurts & Associates  
 
620 Invitation-Only Dinner 



 

 

MEMO 

 

TO: STATE INVESTMENT BOARD 

FROM: DAVID HUNBTER 

DATE: FEBRUARY 21, 2014 

RE: LEGAL UPDATES 

 

For informational purposes, Ms. Murtha will be providing updates on the Haliburton Amicus Brief and 

the Health Care Trust Fund at the State Investment Board February 28, 2014, meeting. 
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• Pension funds and hedge funds own a third of the equity of all 
publicly traded companies in the U.S., and 50% or more of the 
equity of the larger companies.  Securities fraud and corporate 
malfeasance can detrimentally affect the value of the Fund’s 
investments

• Overseeing the Fund’s investments and being made aware of 
investment losses due to securities fraud or other malfeasance 
is a fiduciary duty that portfolio monitoring assists in fulfilling

• When providing a Securities Litigation Law Firm with your 
transactional data, they are able to actively monitor the Fund’s 
portfolio, and produce Portfolio Monitoring Reports.  These 
reports:

– Provide the Fund with a Market Analysis, detailing what is 
happening in the market and why



– Identify US securities class action cases and other potential claims 
customized to include information relevant to the Fund

– Identify and report on cases that are being filed in foreign 
jurisdictions - providing insight on cases where the Fund may have 
losses that require affirmative action such as opting-in, and without 
this insight, may not have an opportunity to recover

– Calculate any losses suffered due to alleged fraud and provide 
customized advice as to whether any action is recommended 

– Identify settlements in which the Fund is entitled to submit claims, 
which serves as a backup to ensure the Fund’s custodian files all 
appropriate claims to recover monies from settlements



• Unfortunately, there are still millions of dollars each year left 
uncollected by pension funds from missed and unfiled claims. 
Portfolio Monitoring provides the Fund and custodial bank with 
another layer of protection by including all necessary 
information on settled cases, resulting in money collected for 
the Fund

• Portfolio Monitoring provides the Fund with the opportunity to 
become aware of legal actions that may impact its investments 
and to evaluate all options at the earliest possible stage

• Portfolio Monitoring unveils instances where shareholder 
actions are a viable option to improve corporate governance 
and accountability

.



• Portfolio Monitoring provides necessary information regarding 
securities cases filed in foreign jurisdictions

– A recent decision by the U.S. Supreme Court precludes investors from suing in 
federal court for damages suffered in securities bought on foreign exchanges, 
which has consequently led to an increasing number of securities fraud actions 
filed outside of the country. This is a complex and newly developed area of law 
which requires Portfolio Monitoring by a law firm with expertise in researching 
and running litigation in jurisdictions around the world.  

– These cases are unique in that they will often require the Fund to take affirmative 
action at the outset of a case in order to recover any losses, which differs from 
cases here in the US where Funds can take a passive role and still remain part 
of the class. In order for the Fund to decide whether or not to “opt-in”, the Board 
needs to have the necessary visibility, which monitoring provides.



When the Fund sustains a significant loss, the monitoring firm should give 
specific advice regarding participation in securities class actions or other 

shareholder litigation, including whether to:

• Remain a Passive Class Member – the most common scenario.  The monitoring 
law firm the Fund retains will provide a report of filed cases with the Fund’s 
potential losses due to the fraud.  The Fund will be part of the class of investors 
during the litigation and the Fund’s custodian will file a claim form to collect any 
money due following the successful resolution of the case.

• Seek Lead Plaintiff Status – this will not happen often given the size of the Fund, 
and the manner in which the Fund is invested.  In fact, there will likely only be a 
few instances a year where the Fund will even consider the possibility of seeking 
lead plaintiff status. A lead plaintiff is in a position to determine how the case will 
be pursued and the terms upon which it will be resolved.  A Lead Plaintiff can:

– insist upon a particular level of recovery 

– require that particular wrong-doers contribute funds to a settlement

– seek corporate governance reforms that it believes are necessary



• Opt-out of the Class Action –even more unusual than seeking lead plaintiff.  
Opting out of a class action means that the Fund will join a small group of 
investors with extremely large losses and file an individual action.  For this type of 
litigation to make sense, the Fund will have to have multiple millions of dollars in 
losses; thus making this type of case highly unlikely.

• File a Derivative Action – this is the type of case where the Fund can make a 
significant impact both monetarily and in the area of corporate governance. A 
derivative case is litigation filed against the board of directors for a breach of 
fiduciary duty to the shareholders.  It arises from instances of self-dealing, 
corporate waste and mismanagement and is the type of case where the Fund can 
be active and influential and improve investment performance.  

Company Board of Directors breaches its fiduciary 
duty to shareholders: 

Shareholders take action to:

– Excessive compensation for executives

– Insider Deals

– Low merger price with excessive incentives for officers 
and directors

– Seek fair price and reduce unfair incentives

– Block transaction entirely

– Obtain governance reforms 

– Effect a change in general corporate behavior and 
practices for improved return on investment



• The Fund selects and retains a law firm to screen pending cases, as well as 
the financial and business news that may ultimately result in private litigation 
or claims by federal or state regulators.  The service should be provided at 
no cost to the Fund.

• The Fund and law firm sign a simple monitoring agreement that ensures 
attorney client privilege and confidentiality.  The agreement should not 
obligate the Fund to ever be active in a case.  Any litigation the Fund 
chooses to lead is done through an entirely separate retainer, and is handled 
on a contingency basis.

• The Firm's financial analysts work with the Fund’s custodial bank to obtain 
five years of trading history – if there are costs associated with the data 
download from the bank, the law firm should cover those costs.



• All new and potential litigation in the areas of shareholder derivative actions 
and federal securities fraud litigation are tracked by the law firm. The Fund will 
be notified of losses as a result of fraud, and this type of communication can be 
tailored to the Fund in order not to inundate the Board, but rather communicate 
in the most efficient way, while still providing the necessary data and 
information.

• A Portfolio Monitoring Report is generated on a monthly or quarterly basis and 
sent to whomever on the Fund would like via email or mail. The Fund should 
also have access to a secure, online Client Portal to review data, monitoring 
reports, and other relevant information at any time. The settlements page of 
the monitoring report can also be sent to the Fund’s custodial bank to use as a 
check, ensuring all claim are filed and done so in a timely manner.



• Given that Portfolio Monitoring is provided at no cost to the Fund, there are 
not any real drawbacks if you partner with the right firm(s).  In fact, studies 
suggest that active ownership and oversight by institutional investors results 
in improved financial performance.    

• It is important that the Fund partner with a law firm that is selective in the 
cases the firm pursues; one that focuses on “doing the right thing” and 
corporate governance rather than just filing a case on every stock drop or 
merger announcement.  

• The Fund should partner with a firm that understands the Fund’s concerns 
and interests, resulting in customized communication, recommendations and 
reporting.

• Monitoring should provide a tailored assessment of each potential case to the 
Fund rather than an automated analysis, taking into account the Fund’s 
specific requirements and thresholds, including financial factors and other 
components that drive decisions when seeking recoveries and/or governance 
changes.  



For more information visit

www.gelaw.com

DELAWARE    •    NEW YORK    •    WASHINGTON, DC    •    CHICAGO



DRAFT SIB MEETING SCHEDULE 2014-15 
 
 
August 22, 2014  
  
September 26, 2014 

 
October 24, 2014 

 
  

 
   
  
  

 
November 21, 2014  
 
January 23, 2015 
 
February 27, 2015 
 
March 27, 2015 
  
May 22, 2015   

 
June 26, 2015 
 
 
SIB meetings scheduled for 4th Friday of each month, except for November which is 3rd 
Friday due to Thanksgiving.  
 
Meetings usually have a start time of 8:30 am  
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U.S. Economy
Periods Ending December 31, 2013


● Fed announced that QE will be scaled back to $65B/month (from initial $85B) starting in February
● Fourth quarter GDP was 3.2%, strong but down from 4.1% in the third quarter.
● December headline & core CPI increased 1.5% and 1.7%, respectively, over the last year
● Unemployment is at 6.7% through the end of December
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Source: Bureau of Labor Statistics
Source: Bureau of Economic Analysis
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US Fiscal Situation Improving?


Sources: PNC Capital Advisors, US Treasury, FactSet Research Systems


● A 16-day partial shutdown of 
the US Government due to a 
budget impasses failed to 
wreak much havoc on the 
economy.


● Tax revenues have been 
rising through the recovery.


● Government expenditures 
have decreased.


● The Federal government’s 
fiscal deficit is narrowing.
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Economic Indicators


Source: Wall Street Journal


● Unemployment rate is falling (6.7%) and so is the labor force participation rate; job gains have not replaced those 
lost in the recession.
̶ Labor force participation rate may continue to decline as the U.S. population ages (baby boomers are retiring).


● 3rd quarter GDP was revised up to 4.1% increasing from the 2nd quarter GDP of 2.5%.


● For December, Headline & Core CPI increased 1.5% and 1.7%, respectively, over the trailing twelve-months.
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Periods Ending December 31, 2013


Asset Class Performance


for Periods Ended December 31, 2013
Periodic Table of Investment Returns


MSCI:Emer Markets
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11.5%


MSCI:EAFE US$


5.7%
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12.4%
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3 Month T-Bill
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3 Month T-Bill
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S&P:500


10.5%
S&P:500


32.4%


S&P:500


16.2%


S&P:500


17.9%
S&P:500


7.4%


S&P:600 Small Cap


9.8%


S&P:600 Small Cap


41.3%


S&P:600 Small Cap


18.4%


S&P:600 Small Cap


21.4%
S&P:600 Small Cap


10.7%


Last Quarter Last Year Last 3 Years Last 5 Years Last 10 Years


● Small caps outperformed 
for the last 1, 3 & 5 years


● S&P 500 gained 10.5% for 
quarter and 32.4% for year


● Aggregate fell 0.1% for 
quarter and 2.0% for the 
year


● International equities 
lagged domestic equities 
over all cumulative time 
periods shown
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Periods Ending December 31, 2013


U.S. Equity Returns
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U.S. Equity Style Returns


● Last Quarter: Large caps outperformed small caps; growth and value mixed
● Last Year: Small caps best, growth led value


Periods Ending December 31, 2013


Represents 3 best 
performing asset 
classes in time period


Represents 3 worst 
performing asset 
classes in time period


Represents 3 middle 
performing asset 
classes in time period


Large Cap Core is represented by the Russell Top 200 Index, Large Cap Value is represented by the Russell Top 200 Value Index and Large Cap Growth is 
represented by the Russell Top 200 Growth Index. Mid Cap Core is represented by the Russell Mid Cap Index, Mid Cap Value is represented by the Russell Mid 
Cap Value Index and Mid Cap Growth is represented by the Russell Mid Cap Growth Index. Small Cap Core is represented by the Russell 2000 Index, Small 
Cap Value is represented by the Russell 2000 Value Index and Small Cap Growth is represented by the Russell 2000 Growth Index.


Value Core Growth Value Core Growth


Large Large 


Mid Mid 


Small Small 9.3% 8.7% 8.2% 34.5% 38.8% 43.3%


8.6% 8.4% 8.2% 33.5% 34.8% 35.7%


4Q 2013 Annualized 1 Year Returns


10.6% 11.1% 11.5% 32.1% 32.4% 32.7%
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2.0%
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2.4%
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ACWI ex-U.S. Sector Returns


International Equity Returns


● Most equity markets around the globe were 
positive during the fourth calendar quarter.


● Emerging markets (+1.9%) lagged both the US 
(+10.1%) and developed markets (+ 5.7%).


● Major currencies, except the yen, appreciated 
in value (vs. U.S. dollar).


Source: Barrow Hanley Benchmark Review 4Q13 


Periods Ending December 31, 2013


*Euro returns from 1Q99. German mark prior to 1Q99.
Source: MSCI
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● In Europe, Germany was in the vanguard 
with +13.28%, versus plodding Portugal with 
+1.28%.


● In the Pacific, Hong Kong (+3.35%) and 
Japan (+2.29%) led the pack. 


● Cumbersome commodities continued to 
plague Australia (-0.87%) and New Zealand 
(-4.09%).


Non-U.S. Equity: Return Attribution for EAFE Countries
Quarter ended December 31, 2013 (U.S. Dollar)


Source: MSCI 


Country Total
Austrailia -0.87%
Austria 3.20%
Belgium 7.99%
Denmark 10.26%
Finland 11.82%
France 6.01%
Germany 13.28%
Hong Kong 3.35%
Ireland 11.32%
Israel 6.34%
Italy 10.67%
Japan 2.29%
Netherlands 8.62%
New Zealand -4.09%
Norway 5.90%
Portugal 1.28%
Singapore 0.72%
Spain 11.39%
Sweden 5.18%
Switzerland 4.27%
U.K. 7.41%


7.45%
0.27%
1.19%
1.17%
0.91%


10.03%
9.49%
2.84%
0.29%
0.44%
2.23%


20.92%
2.72%
0.12%
0.81%
0.18%
1.47%
3.36%
3.24%
8.91%


21.95%


Currency
-4.32%
1.80%
1.80%
1.76%
1.80%
1.80%
1.80%
0.02%
1.80%
1.58%
1.80%


-6.64%
1.80%


-1.18%
-0.87%
1.80%


-0.62%
1.80%
0.01%
1.68%
2.28%


Local
3.60%
1.38%
6.08%
8.35%
9.85%
4.15%


11.28%
3.33%
9.36%
4.53%
8.71%
9.57%
6.71%


-2.94%
6.83%


-0.51%
1.34%
9.42%
5.17%
2.55%
5.02%


Wtg
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Yield Curve Changes


● The yield curve shifted up, which hurt returns, especially for bonds with longer maturities.
● 10-year Treasury yield increased 40 basis points from last quarter ending at 3.04%.
● The breakeven inflation rate stayed even at 2.2% as of 12/31/13; both real and nominal yields 


shifted up by approximately 0.4%.
● TIPS fell 2.0% in the quarter, compared to the BC Agg which decline 0.1%
● Rates fell post quarter end with the 10-year at 2.72% on January 30.


Periods Ending December 31, 2013
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Total Rates of Return by Bond Sector
Periods Ending December 31, 2013


Barclays Aggregate


Barclays Treasury


Barclays Agency


Barclays CMBS


Barclays ABS


Barclays Mortgage


Barclays Credit


Barclays High Yield


Absolute Returns for Quarter ended December 31, 2013


-0.14%


-0.75%


-0.17%


0.53%


0.32%


-0.42%


0.92%


3.58%


Source: Barclays


0.78%


0.00%


0.25%


0.85%


0.46%


0.57%


2.08%


4.22%


Excess Return versus Like-Duration Treasuries







12Fourth Quarter 2013Knowledge. Experience. Integrity.


Going Forward
● Will the Fed put an end to quantitative easing?


̶ QE3 reduced to $65B (from $85B) in monthly asset purchases; many investors still anticipate QE3 to end in late 2014.


̶ Fed reiterated intention to maintain zero interest rate policy for the immediate future.


̶ New Fed Chairwoman Janet Yellen is expected to continue easy monetary policy, at least in the short-term.


● Rise in domestic equities in 2013 means the stock market is no longer cheap
̶ However, valuations do not appear to be overvalued on a historical basis (forward P/E for the S&P 500 Index of 15.4x vs. 


historical average of 14.9x, dot com era reached about 25x).


̶ Stocks appear cheap on a relative basis compared to bonds (S&P 500 earnings yield is 6.5% vs. Baa bond yield of 5.3%).


● While volatile, consumer sentiment is on an upward trend since 2008
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Rising Rates: How Might Assets React?


Source: Neuberger Berman, “Solving for 2014”, page  12.


Some get hurt, others not so much
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Asset Allocation: What’s it really good for?


● Lacking certainty about the future, investors seek economic diversification to a range of scenarios 
like inflation, deflation, stagflation and growth.


● Individual asset classes serve different roles within the Total Portfolio.
– Allocation size will influence the magnitude of an asset class’s potential benefit and its risk to the Total Fund.


Economic Growth and Inflation will determine which assets perform well


In
fla


tio
n


Economic Growth
Low (Falling) Growth,


High (Rising) Inflation High Growth, High Inflation


Inflation Linked Bonds (TIPS)
Commodities
Infrastructure


Real Assets
(e.g., Real Estate, Timberland, Farmland, Energy)


Low Growth, Low Inflation (Deflation) High Growth, Low Inflation


Cash


Government Bonds


Corporate Debt


Equity







