
 
 

 
 
 
 
 
 
 
         

        Friday, February 27, 2015, 8:30 a.m. 
       Workforce Safety & Insurance 

       1600 E Century Ave, Bismarck, ND  
 
 

AGENDA 
 
 

I.      CALL TO ORDER AND ACCEPTANCE OF AGENDA  

 

 

II.       BOARD ACCEPTANCE OF MINUTES (January 23, 2015) 

 
 

III. INVESTMENTS  

 

A. Asset and Performance Overview  -  Mr. Hunter (enclosed) (Informational) 10 min  

B. Timberland Investment Resources -  Mr. Seaman, Mr. Johnson (enclosed)  40 min  
C. Callan Associates  Board Acceptance 

1. Market Update 4
th

 Quarter 2014 – Mr. Erlendson (enclosed) 10 min 
2. Pension Trust Review Quarter Ending 12-31-14 - Mr. Erlendson (enclosed) 15 min      
3. Insurance Trust Review Quarter Ending 12-31-14 - Mr. Erlendson (enclosed) 15 min 

 
======================================  BREAK 10:00 - 10:15  =================================== 

IV. ADMINISTRATION (30 minutes)   
 
A. Audit Committee Report - Mr. Gessner  Board Acceptance 
B. Executive Limitations Audit  - Ms. Miller Bowley (enclosed)  Board Acceptance 

C. Appointment of Executive Review Committee (enclosed) - Lt. Governor Wrigley  
D. Staff Update - Mr. Hunter  (Informational) 
E. Callan Annual Conference - Mr. Sandal   (Informational) 
F. List of Periodicals (SIB Governance Policy - Governing Style 1.F.) - Mr. Hunter  (enclosed) 

 
 

V. GOVERNANCE 

 

A. Timber Investment Resources Recommendation - Mr. Hunter (enclosed) 10 min Board Action 
B. Legislative Update - Mr. Hunter (enclosed) 10 min   
C. Budget Stabilization Investment Policy Statement - Mr. Hunter (enclosed) 10 min Board Acceptance  
D. Governance Policy Review - Mr. Hunter (enclosed) 30 min   

1. Governance Process (Second Reading) Board Action 
2. Executive Limitations (First Reading) 

 
 

VI. OTHER 

 
 Next Meetings: 
 SIB Audit Committee meeting - February 26, 2015, 3:30 p.m. -  Workforce Safety & Insurance 
 SIB meeting - March 27, 2015, 8:30 a.m. -  Workforce Safety & Insurance  
  

 

VII. ADJOURNMENT 

 

 

 

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

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

    MINUTES OF THE 

JANUARY 23, 2015, BOARD MEETING 

 

MEMBERS PRESENT: Drew Wrigley, Lt. Governor, Chair 

Mike Sandal, Vice Chair 

  Lance Gaebe, Land Commissioner 

Mike Gessner, TFFR Board 

Adam Hamm, Insurance Commissioner 

     Rob Lech, TFFR Board 

     Mel Olson, TFFR Board 

     Kelly Schmidt, State Treasurer 

 Yvonne Smith, PERS Board 

  Cindy Ternes, WSI designee 

 Tom Trenbeath, PERS Board 

 

 

STAFF PRESENT:  Eric Chin, Investment Analyst 

Connie Flanagan, Fiscal & Invt Op Mgr 

  Bonnie Heit, Assist to the SIB  

     David Hunter, ED/CIO 

     Fay Kopp, Deputy ED/CRO 

Terra Miller-Bowley, Supvr Audit Services 

     Cody Schmidt, Compliance Officer 

     Darren Schulz, Deputy CIO 

Susan Walcker, Invt Acct 

 

OTHERS PRESENT:  Bryan Klipfel, WSI  

  Jan Murtha, Attorney General’s Office 

  Bryan Reinhardt, PERS  

  

    

CALL TO ORDER:      

 

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

8:30 a.m. on Friday, January 23, 2015, at Workforce Safety & Insurance, 1600 E 

Century Ave., Bismarck, ND. 

 

The SIB welcomed Mr. Mel Olson. Mr. Olson will be representing the Teachers’ Fund 

for Retirement (TFFR) on the SIB.  

 

 

AGENDA: 

 

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

VOTE TO ACCEPT THE AGENDA FOR THE JANUARY 23, 2015, MEETING AS DISTRIBUTED. 

 

AYES: MS. TERNES, MR. OLSON, COMMISSIONER HAMM, MR. SANDAL, TREASURER SCHMIDT, 

COMMISSIONER GAEBE, MR. GESSNER, MR. TRENBEATH, MR. LECH, MS. SMITH, AND LT. 

GOVERNOR WRIGLEY  

NAYS: NONE  

MOTION CARRIED 

 

 

MINUTES: 

 

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

TO APPROVE THE NOVEMBER 21, 2014, MINUTES AS DISTRIBUTED.  
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AYES: MR. LECH, TREASURER SCHMIDT, MS. TERNES, MS. SMITH, COMMISSIONER GAEBE, MR. 

GESSNER, COMMISSIONER HAMM, MR. OLSON, MR. TRENBEATH, MR. SANDAL, AND LT. 

GOVERNOR WRIGLEY 

NAYS: NONE 

MOTION CARRIED 

 

APPOINTMENT OF PARLIAMENTARIAN: 

 

Lt. Governor Wrigley asked for a volunteer to serve as Parliamentarian for the 

period of January 23, 2015 through June 30, 2015. Mr. Lech volunteered to serve 

for the remainder of the term vacated by Mr. Corneil. 

 

 

INVESTMENTS: 

 

Asset/Performance Review – Mr. Hunter updated the SIB on the status of the 

portfolios they manage on behalf of their clients. As of November 30, 2014, 

assets under management grew by approximately 18.5 percent or $1.56 billion in 

the last year.  The Pension Trust posted a net return of over 7.9 percent with 

gains of $349 million. The Insurance Trust generated a net return of 5.6 percent 

with gains of $222 million. The Legacy Fund’s net return was 4.8 percent and 

increased by 73 percent or $1.2 billion for the year ended November 30, 2014. SIB 

client assets approximated $10 billion as of November 30, 2014, based on 

unaudited valuations. 

 

Novarca and Callan Fee Study Update – Mr. Hunter stated Callan provided the 

results of its comprehensive review of the SIB investment manager fee structures 

for the fiscal year ending June 30, 2014, at the SIB’s November 21, 2014, 

meeting. After further review and discussion with Novarca, staff recommended the 

scope of the Novarca fee study be expanded to also include other higher cost 

investment strategies such as World Equity.   

 

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

CALL VOTE TO ACCEPT STAFF RECOMMENDATION TO EXPAND THE SCOPE OF NOVARCA’S FEE 

STUDY TO ALSO INCLUDE WORLD EQUITY. 

 

AYES: MR. GESSNER, COMMISSIONER HAMM, MS. SMITH, MR. OLSON, MR. TRENBEATH, 

COMMISSIONER GAEBE, MR. SANDAL, TREASURER SCHMIDT, MR. TERNES, MR. LECH, AND LT. 

GOVERNOR WRIGLEY 

NAYS: NONE 

MOTION CARRIED 

 

Infrastructure Update – Mr. Schulz provided an update on the infrastructure 

strategies. The SIB at their November 21, 2014, meeting committed up to $30 

million on behalf of the Pension Trust and up to $75 million on behalf of the 

Legacy Fund to GCM Grosvenor Customized Infrastructure Strategies Fund II. Legal 

counsel completed their review of the contract which resulted in a lower 

management fee of .6 percent to .5 percent. The first close occurred on January 

21, 2015.   

 

Mr. Schulz also stated additional subscriptions were submitted in the fourth 

quarter for the Pension Trust and Insurance Trust of $30 million and $75 million 

respectively for the JP Morgan Infrastructure Investments Fund. The capital call 

will be made on February 3, 2015. 
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ADMINISTRATION: 

 

Meeting Schedule 2015-16 – The 2015-16 SIB meeting schedule was presented for 

acceptance. The July 2015 meeting will be a governance day retreat. 

 

IT WAS MOVED BY MR. GESSNER AND SECONDED BY MS. TERNES AND CARRIED BY A ROLL CALL 

VOTE TO ACCEPT THE 2015-16 SIB MEETING SCHEDULE. 

 

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

GAEBE, MS. SMITH, MR. LECH, MR. SANDAL, MR. TRENBEATH, MR. OLSON, AND LT. 

GOVERNOR WRIGLEY 

NAYS: NONE 

MOTION CARRIED 

 

Executive Review/Survey Update – Mr. Hunter stated staff completed an employee 

opinion survey on the Executive Director/CIO during December 2014. There was 100 

percent participation and the survey indicated that 78% “agree” or “strongly 

agree” with the ED/CIO effectiveness.  

 

Mr. Hunter stated Ms. Miller Bowley is in the process of finalizing the Executive 

Limitations Audit for calendar year 2014. Part of the Executive Limitations audit 

also includes an evaluation of the ED/CIO by the SIB. The survey will be 

dispersed next week and the results compiled by Ms. Miller Bowley. The deadline 

for completion of the evaluation will be February 6, 2015. The Executive 

Limitation audit results will be presented to the SIB and the SIB Audit Committee 

at their February 2015, meetings.   

 

 

QUARTERLY MONITORING:  

 

Monitoring reports for the quarter ending December 31, 2014, were presented for 

consideration and acceptance: Budget/Financial Condition, Executive 

Limitations/Staff Relations, Investment Ends, Retirement Ends, and the Watch 

List. 

 

Mr. Hunter provided comments on Staff Relations. The Employee Benefit Programs 

Specialist position was vacated on December 19, 2014. The position was posted and 

interviews were conducted on January 21, 2015. Staff is in the process of 

reviewing applications and an update will be provided at the next meeting.   

 

Mr. Schulz provided comments on the “Watch List”. Staff recommends PIMCO remain 

on the list due to previous personnel changes that have occurred. Staff recently 

learned Mr. Saumil Parikh, one of the portfolio managers on the SIB’s 

Unconstrained strategy, recently departed ways with PIMCO. Staff is exploring 

options for the assets in the event the relationship would need to be terminated.    

 

Staff recommends Timberland Investment Resources (TIR) remain on the list. The 

Springbank portfolio has a management and incentive fee agreement which will 

terminate on June 30, 2015. A review meeting was held on December 10, 2015, with 

staff. Treasurer Schmidt was also in attendance. TIR will be presenting an update 

on the timber portfolios at the February 27, 2015, SIB meeting.  

 

Mr. Schulz also requested the UBS Global Bond ex-U.S. fixed income strategy with 

the Pension Trust be added to the list due to underperformance relative to its 

benchmark.   
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IT WAS MOVED BY TREASURER SCHMIDT AND SECONDED BY MS. TERNES AND CARRIED BY A 

VOICE VOTE TO ACCEPT THE QUARTERLY MONITORING REPORTS FOR THE PERIOD ENDING 

DECEMBER 31, 2014. 

 

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

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

GOVERNOR WRIGLEY 

NAYS: NONE 

MOTION CARRIED 

 

 

GOVERNANCE:  

 

Legislative Update – Mr. Hunter provided an update on legislative bills staff is 

tracking.  

 

Investment Policy Statements – Mr. Hunter presented the following revised 

investment policy statements for the board’s consideration: Legacy Fund, Budget 

Stabilization Fund, and Job Service.   

 

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

VOTE TO ACCEPT THE REVISED INVESTMENT POLICY STATEMENTS FOR THE LEGACY FUND AND 

THE JOB SERVICE PENSION PLAN. 

 

AYES: MR. TRENBEATH, TREASURER SCHMDIT, MR. OLSON, COMMISSIONER GAEBE, MR. LECH, 

MR. SANDAL, COMMISSIONER HAMM, MR. GESSNER, MS. SMITH, MS. TERNES, AND LT. 

GOVERNOR WRIGLEY 

NAYS: NONE 

MOTION CARRIED 

 

The Budget Stabilization investment policy statement was tabled for further 

review and discussion at the February 27, 2015, meeting.  

 

New Clients – Mr. Hunter indicated the Tobacco Prevention & Control Trust 

representatives contacted him regarding contracting with the SIB for investment 

services. The Fund has a market value of approximately $45 million as of December 

31, 2014. This Fund would not be pooled with the existing clients’ assets because 

the portfolio cannot be invested in tobacco companies. Staff is exploring options 

to develop a cost effective alternative with relatively low administrative costs.  

 

Staff was also approached by the Department of Trust Lands to explore options for 

shared management of the Permanent Trust Investments of approximately $3.5 

billion. Staff and the Department of Trust Lands are looking at options where 

both RIO and the Department of Trust Lands would share in the over site of the 

investment of the funds as well as the managers hired to invest those assets.    

 

The SIB requested staff to continue to explore options for both proposals and 

report back to the board.    

 

The board recessed at 9:40 am and reconvened at 9:55 a.m. 

 

Governance Process Review – The Board reviewed Section B. of the SIB Governance 

Manual on “Governance Process”. Any modifications to the policies will be 

presented for a second review and possible acceptance at the next meeting.  
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Open Records/Meetings Review -  

 

Ms. Murtha presented an educational segment on open records and meetings.  

 

OTHER:  

 

Next scheduled meetings:   

 

SIB Meeting – February 27, 2015, 8:30 a.m. – Workforce Safety & Insurance  

SIB Audit Committee Meeting – February 27, 2015, 1:00 p.m. – Workforce Safety & 

Insurance 

 

ADJOURNMENT: 

 

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

the meeting at 11:20 p.m. 

 

 

___________________________________  

Lt. Governor Wrigley, Chair 

State Investment Board  

 

 

___________________________________ 

Bonnie Heit 

Assistant to the Board 
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 SIB Client Assets Under Management 
grew by approximately 18% or $1.53 
billion in the last year.   

 The Pension Trust posted a net return of 
approximately 6.0%, while the Insurance 
Trust generated a 5.1% net return in the 
last year.  Investments were responsible 
for gains of $265 million for the Pension 
Trust and $204 million for the Insurance 
Trust. 

 Legacy assets increased by 71% (or $1.2 
billion) primarily due to tax collections, 
although net returns were 4.2% for the 
year ended December 31, 2014. 

 SIB client assets approximated $10.1 
billion based on unaudited valuations as 
of December 31, 2014. 

 Market Values  Market Values  Market Values 

Fund Name  as of 12/31/14 (1)  as of 6/30/14 (2)  as of 12/31/13 (1)

Pension Trust Fund 
Public Employees Retirement System (PERS) 2,345,979,927 2,332,744,037 2,204,819,633
Teachers' Fund for Retirement (TFFR) 2,046,439,456 2,061,684,912 1,970,377,031
Job Service of North Dakota Pension 96,920,165 97,825,769 95,276,201
City of Bismarck Employees Pension 79,421,743 78,804,326 74,832,971
City of Grand Forks Employees Pension 56,347,332 57,896,611 53,459,799
City of Bismarck Police Pension 34,834,996 34,643,204 32,887,889
Grand Forks Park District 5,893,072 5,938,993 5,653,023
City of Fargo Employees Pension 9,656 9,702 4,742,525
Subtotal Pension Trust Fund 4,665,846,347 4,669,547,555 4,442,049,072

Insurance Trust Fund  
Legacy Fund 2,900,880,837 2,215,941,142 1,695,950,111
Workforce Safety & Insurance (WSI) 1,710,647,794 1,703,987,980 1,627,545,930
Budget Stabil ization Fund 589,598,047 586,199,881 588,744,084
PERS Group Insurance Account 42,705,101 37,425,567 39,626,348
City of Fargo FargoDome Permanent Fund 40,651,973 41,775,992 38,668,924
State Fire and Tornado Fund 25,065,765 29,223,707 28,625,262
Petroleum Tank Release Compensation Fund 7,152,822 7,092,998 6,899,622
State Risk Management Fund 6,771,080 6,948,162 6,593,046
State Risk Management Workers Comp Fund 6,141,008 5,965,322 5,654,121
ND Association of Counties (NDACo) Fund 3,481,321 3,445,373 2,894,408
State Bonding Fund 3,299,303 3,268,991 3,171,622
ND Board of Medical Examiners 2,131,999 1,889,897
Bismarck Deferred Sick Leave Account 859,648 849,818 807,624
Insurance Regulatory Trust Fund 646,335 1,146,038 1,107,837
Cultural Endowment Fund 373,276 364,979 359,577
Subtotal Insurance Trust Fund 5,340,406,309 4,645,525,847 4,046,648,516

PERS Retiree Insurance Credit Fund 93,282,939 90,360,366 83,492,581

Total Assets Under SIB Management 10,099,535,595 9,405,433,768 8,572,190,169

(1)  12/31/14 and 12/31/13 market values are unaudited and subject to change.
(2)  6/30/14 market values as stated in the Comprehensive Annual Financial Report.
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Overview: 
Pursuant to Section D.3 of the SIB Governance Manual, SIB clients should receive investment returns consistent with their 
investment policies and market variables.  This “End” is evaluated based on comparison of each client’s actual net rate of return, 
standard deviation and risk adjusted excess return, to the client’s policy benchmark over a minimum period of 5 years.  The 
following two pages summarizes actual client level returns (net of fees), for the 1-, 3- and 5-year periods ended December 31, 2014.  
In order to determine relative performance, actual returns (net of fees) are compared to the policy benchmark for each relevant 
period.  Risk metrics (standard deviation and risk adjusted excess return) are also reported for each SIB client, if applicable, for the 5-
year period ended December 31, 2014.   
 

Pension Trust: 
 

All Pension Trust clients generated positive Excess Returns for the 1-, 3- and 5-year periods ended December 31, 2014, as 
summarized on the following page.  PERS and TFFR generated a net return of over 5.9% during the past year which exceeded the 
policy benchmark by approximately 0.8%.  The top three drivers of excess returns were Fixed Income, Infrastructure and Real Estate 
within the Pension Trust during the last year, while Timber was the largest detractor.  Risk, as measured by standard deviation, was 
within approved levels for all Pension Trust client for the 5-year period ended 12/31/14.  Risk Adjusted Excess Returns for the five-
years ended December 31, 2014 were positive for 5 out of 7 Pension Trust clients. 
 

Insurance Trust: 
 

Twelve out of fourteen Insurance Trust clients generated positive Excess Returns for the 1-, 3- and 5-year periods ended 
December 31, 2014.  The PERS Retiree Health Insurance and Group Insurance funds failed to achieve positive excess return during 
the last year, but each generated a positive excess return for the 3- and 5-year periods ended December 31, 2014.  RIO and PERS 
intend to re-evaluate the benchmark index for PERS Insurance accounts in 2015 based on changing investment expectations.  Fixed 
income mandates which focused on opportunistic credit and value driven strategies were largely responsible for these above 
benchmark returns.  All Insurance Trust clients (with a 5-year track record) generated positive Risk Adjusted Excess Return for the 
5-year period ended December 31, 2014.   
 

Actual asset allocations are within Target ranges and guidelines as of December 31, 2014, confirmed by Callan Associates. 
 

Note:  Current year returns are unaudited and subject to change. 
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Risk:  The standard deviation of all Pension client portfolios were within approved levels for the 
5-year period ended 12/31/14 (i.e. less than 115% of policy). 

Current 
FYTD 1 Yr Ended 3 Yrs Ended 5 Yrs Ended s E

Risk
5 Yrs 
Ended

Risk Adj 
Excess 
Return

5 Yrs Ended
12/31/2014 12/31/2014 12/31/2014 12/31/2014 12/31/2014 12/31/2014

PUBLIC EMPLOYEES RETIREMENT SYSTEM (PERS)
2,345,979,927$          

Total Fund Return - Net 0.44% 5.95% 11.89% 9.35% 8.66% -0.19%
Policy Benchmark Return -0.02% 5.15% 10.90% 9.18% 8.33%
Total Relative Return 0.46% 0.80% 0.99% 0.17% 104.0%

TEACHERS' FUND FOR RETIREMENT (TFFR)
2,046,439,456$          

Total Fund Return - Net 0.40% 5.92% 11.96% 9.55% 9.55% 0.29%
Policy Benchmark Return -0.03% 5.13% 10.94% 8.91% 9.20%
Total Relative Return 0.42% 0.79% 1.02% 0.65% 103.9%

CITY OF BISMARCK EMPLOYEES PENSION
79,421,743$              

Total Fund Return - Net 0.78% 6.16% 11.03% 9.36% 7.35% 0.33%
Policy Benchmark Return 0.28% 5.22% 9.65% 8.76% 7.14%
Total Relative Return 0.50% 0.94% 1.38% 0.60% 102.9%

CITY OF BISMARCK POLICE PENSION
34,834,996$              

Total Fund Return - Net 0.55% 5.94% 11.49% 9.55% 8.00% 0.31%
Policy Benchmark Return 0.10% 5.09% 10.22% 9.06% 7.85%
Total Relative Return 0.45% 0.85% 1.27% 0.48% 101.9%

Current 
FYTD 1 Yr Ended 3 Yrs Ended 5 Yrs Ended s E

Risk
5 Yrs 
Ended

Risk Adj 
Excess 
Return

5 Yrs Ended
12/31/2014 12/31/2014 12/31/2014 12/31/2014 12/31/2014 12/31/2014

JOB SERVICE PENSION PLAN
96,920,165$              

Total Fund Return - Net 1.43% 6.69% 10.94% 8.77% 6.40% 0.17%
Policy Benchmark Return 0.46% 5.55% 8.70% 8.11% 6.04%
Total Relative Return 0.97% 1.14% 2.24% 0.66% 106.0%

CITY OF GRAND FORKS PENSION PLAN
56,347,332$              

Total Fund Return - Net 0.92% 6.28% 12.48% 9.98% 8.73% 0.10%
Policy Benchmark Return 0.42% 5.64% 11.32% 9.61% 8.49%
Total Relative Return 0.50% 0.64% 1.16% 0.37% 102.9%

GRAND FORKS PARK DISTRICT PENSION PLAN
5,893,072$                

Total Fund Return - Net 1.75% 6.90% 12.94% 10.06% 9.08% -0.42%
Policy Benchmark Return 1.23% 6.56% 11.78% 9.75% 8.42%
Total Relative Return 0.52% 0.34% 1.16% 0.31% 107.9%
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Current 
FYTD 1 Yr Ended 3 Yrs Ended 5 Yrs Ended

Risk
5 Yrs 
Ended

Risk Adj 
Excess 
Return

5 Yrs Ended
12/31/2014 12/31/2014 12/31/2014 12/31/2014 12/31/2014 12/31/2014

FIRE & TORNADO FUND
25,065,765$             

Total Fund Return - Net 1.28% 6.21% 10.11% 9.02% 5.61% 0.50%
Policy Benchmark Return 1.28% 5.59% 7.57% 7.04% 4.68%
Total Relative Return 0.00% 0.62% 2.54% 1.98% 0.93%

STATE BONDING FUND
3,299,303$                

Total Fund Return - Net 0.92% 3.99% 3.62% 4.26% 1.79% 1.48%
Policy Benchmark Return 1.08% 3.27% 1.50% 2.48% 1.66%
Total Relative Return -0.16% 0.73% 2.13% 1.78% 0.13%

INSURANCE REGULATORY TRUST FUND (IRTF)
646,335$                 

Total Fund Return - Net 0.69% 4.15% 7.73% 6.70% 4.76% 0.45%
Policy Benchmark Return 0.67% 3.83% 6.03% 5.34% 4.11%
Total Relative Return 0.02% 0.32% 1.70% 1.36% 0.66%

PETROLEUM TANK RELEASE COMPENSATION FUND
7,152,822$              

Total Fund Return - Net 0.83% 3.61% 3.22% 3.89% 1.61% 1.38%
Policy Benchmark Return 0.98% 2.96% 1.37% 2.26% 1.51%
Total Relative Return -0.15% 0.65% 1.85% 1.63% 0.11%

Current 
FYTD 1 Yr Ended 3 Yrs Ended 5 Yrs Ended

Risk
5 Yrs 
Ended

Risk Adj 
Excess 
Return

5 Yrs Ended
12/31/2014 12/31/2014 12/31/2014 12/31/2014 12/31/2014 12/31/2014

WORKFORCE SAFETY & INSURANCE (WSI)
1,710,647,794$        

Total Fund Return - Net 1.41% 7.26% 8.86% 8.39% 3.99% 1.15%
Policy Benchmark Return 1.26% 6.28% 6.20% 6.58% 3.67%
Total Relative Return 0.15% 0.98% 2.66% 1.82% 0.32%

LEGACY FUND
2,900,880,837$        

Total Fund Return - Net 0.27% 4.23% 3.01% N/A N/A N/A
Policy Benchmark Return 0.17% 3.62% 2.01% N/A N/A
Total Relative Return 0.10% 0.61% 1.00%

BUDGET STABILIZATION FUND
589,598,047$           

Total Fund Return - Net 0.55% 1.56% 1.96% 2.47% 0.84% 0.22%
Policy Benchmark Return 0.18% 0.53% 0.41% 0.32% 0.16%
Total Relative Return 0.36% 1.04% 1.55% 2.14% 0.68%

Total Relative Returns versus Policy Benchmark: 
Most Insurance Trust clients generated positive excess 
return for the 1-, 3- and 5-year periods ended 12/31/14 
with two exceptions for PERS Retiree Health & Group 
Insurance (1-year).  Risk, as measured by standard 
deviation, has generally remaining within 1% (or 100 
bps)  of policy benchmark risk levels. 
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Current 
FYTD 1 Yr Ended 3 Yrs Ended 5 Yrs Ended

Risk
5 Yrs 
Ended

Risk Adj 
Excess 
Return

5 Yrs Ended
12/31/2014 12/31/2014 12/31/2014 12/31/2014 12/31/2014 12/31/2014

STATE RISK MANAGEMENT FUND
6,771,080$              

Total Fund Return - Net 2.66% 8.11% 10.54% 9.94% 4.94% 0.25%
Policy Benchmark Return 2.69% 7.29% 7.68% 7.72% 3.95%
Total Relative Return -0.03% 0.82% 2.86% 2.22% 0.99%

STATE RISK MANAGEMENT WORKERS COMP FUND
6,141,008$              

Total Fund Return - Net 2.94% 8.53% 11.73% 10.72% 5.98% 0.37%
Policy Benchmark Return 2.92% 7.78% 8.95% 8.60% 5.00%
Total Relative Return 0.02% 0.75% 2.78% 2.12% 0.98%

ND ASSOCIATION OF COUNTIES FUND (NDACo)
3,481,321$              

Total Fund Return - Net 1.05% 5.82% 9.14% 8.00% 6.79% 0.90%
Policy Benchmark Return 1.09% 5.15% 6.62% 6.08% 5.91%
Total Relative Return -0.04% 0.67% 2.52% 1.92% 0.88%

CITY OF BISMARCK DEFERRED SICK LEAVE ACCOUNT
859,648$                 

Total Fund Return - Net 1.19% 6.53% 9.70% 8.98% 4.96% 0.41%
Policy Benchmark Return 1.24% 5.63% 6.84% 6.70% 3.92%
Total Relative Return -0.06% 0.90% 2.86% 2.27% 1.04%

Current 
FYTD 1 Yr Ended 3 Yrs Ended 5 Yrs Ended

Risk
5 Yrs 
Ended

Risk Adj 
Excess 
Return

5 Yrs Ended
12/31/2014 12/31/2014 12/31/2014 12/31/2014 12/31/2014 12/31/2014

FARGODOME PERMANENT FUND
40,651,973$             

Total Fund Return - Net 0.92% 6.34% 12.23% 10.50% 8.20% 0.54%
Policy Benchmark Return 0.72% 5.78% 10.03% 8.94% 7.40%
Total Relative Return 0.20% 0.56% 2.21% 1.56% 0.80%

CULTURAL ENDOWMENT FUND
373,276$                 

Total Fund Return - Net 2.28% 7.63% 13.95% 11.73% 8.76% 0.55%
Policy Benchmark Return 2.15% 7.35% 11.69% 9.98% 7.85%
Total Relative Return 0.13% 0.29% 2.26% 1.75% 0.90%

BOARD OF MEDICAL EXAMINERS
1,878,733$              

Total Fund Return - Net 0.61% N/A N/A N/A N/A
Policy Benchmark Return 0.50% N/A N/A N/A
Total Relative Return 0.11%

PERS RETIREE HEALTH
89,889,545$             

Total Fund Return - Net 1.40% 6.89% 13.04% 11.02% 9.36% 0.35%
Policy Benchmark Return 1.66% 7.03% 11.89% 9.95% 8.73%
Total Relative Return -0.26% -0.14% 1.15% 1.07% 0.62%

PERS GROUP INSURANCE
45,003,806$             

Total Fund Return - Net 0.01% 0.01% 0.16% 0.21% 0.07% 0.05%
Policy Benchmark Return 0.01% 0.04% 0.07% 0.09% 0.03%
Total Relative Return -0.01% -0.02% 0.08% 0.12% 0.04%
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The charts display the ranking of the Total Pension Fund’s performance relative to the Public Fund Sponsor Database for periods ended December 31, 2014.  
The left chart does not make any adjustment for the historical asset allocations of the Total Pension Fund, while the right chart adjusts for our asset allocation. 

Peer Performance - Pension Trust Total Fund Ranking  

Callan Public Fund Sponsor Database 

Gross Returns:  The Pension Trust generated 2nd quartile returns for the 1-, 3-, 5-, and 10-year periods ended 
December 31, 2014 based on the Callan Associates Public Fund Sponsor Database (unadjusted basis).  On an 
asset allocation adjusted basis (right chart), the Pension Trust performed at the 26% percentile during the last 
year, the 18% percentile over the last 3 years and the 35% percentile for the last 5 years. 



Pension “Risk” has declined as measured by Standard Deviation 
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Portfolio volatility, as measured by Standard Deviation, has declined significantly 
and currently resides in the 3rd quartile for 3-year period ended 12/31/14 versus 
the upper two quartiles for the 5- and 10-year periods ended 12/31/14. 

Last Year Last 3 Years Last 5 Years Last 10 Years
2.0

4.0

6.0

8.0

10.0

12.0

14.0

Group: CAI Public Fund Sponsor Database
for Periods Ended December 31, 2014

Standard Deviation

10th Percentile 5.1 7.2 10.5 12.1
25th Percentile 4.6 6.5 9.6 11.5

Median 4.2 5.8 8.5 10.6
75th Percentile 3.7 5.3 7.3 9.4
90th Percentile 3.3 4.4 6.3 6.7

Member Count 265 258 243 208

ND Pen-Total Fund A 3.9 5.4 9.0 11.6

A (70)

A (67)

A (40)

A (21)



Strategic Initiatives - Update February 27, 2015 
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Legacy Fund (1Q) – The Legacy Fund’s asset allocation implementation phase has been effectively completed 
as of January 31, 2015, as approved by the SIB over 18 months ago. 

Private Capital (1Q) - RIO commenced a review of our existing Timber, Infrastructure, Real Estate and Private 
Equity mandates in 2014 to confirm our investment approach to less liquid strategies, rationalize smaller 
investments, ease administrative reporting and identify potential fee savings.  This month, RIO is reviewing its 
existing timber investment strategies in advance of an upcoming facility renewal on June 30, 2015.  RIO 
intends to focus on our Private Equity mandates in the next few months along with engaging Novarca to 
review overall pricing on private equity, timber and world equity strategies.  

RIO Budget Update (1Q) –  The RIO Budget was presented to the Senate Appropriations Committee during 
the past month without any material questions or concerns at this time. 

GFixed Income (2Q) – RIO intends to complete a review of our fixed income strategies during the first half of 
2015 so as to confirm sector allocations in light of long-term strategic goals and strong performance. 

Governance and Board Education (Ongoing) – Each section of our Governance manual will be reviewed in 
detail during the first six board meetings of 2015 followed by a ¾-day offsite in July so as to reconfirm our 
desire to maintain the existing governance model framework.  RIO will work with the SIB to schedule over 10 
hours of board and governance related education on a variety of topics including asset allocation, capital 
markets theory, fiduciary role and performance measurement over the next year. 

Watch List (Ongoing) – PIMCO, Timber Investment Resources and UBS will be retained on the Watch List until 
performance improves and/or recent firm developments are satisfactorily resolved.   



Legacy Fund Asset Allocation 
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 12/31/14 
Market Value 

 Actual 
Weight 

Interim 
Policy 

Weight

TOTAL LEGACY FUND 2,900,881,034 100.0% 100.0%

LARGE CAP DOMESTIC EQUITY 640,354,915    22.1% 22.1%

SMALL CAP DOMESTIC EQUITY 238,534,457    8.2% 8.2%

INTERNATIONAL EQUITY 566,879,871    19.5% 19.5%

FIXED INCOME 1,009,803,904 34.8% 34.8%

DIVERSIFIED REAL ASSETS 211,717,138 7.3% 7.3%

REAL ESTATE 145,500,467    5.0% 5.0%

CASH EQUIVALENTS 11,440,987      0.4% 0.0%

SHORT TERM FIXED INCOME 76,649,295      2.6% 3.0%

NOTE: Monthly market values are preliminary and subject to change.

Equity Target = 50% (or 
Large Cap of 22.1% +  
Small Cap 8.2% +  
International of 19.5%) 
 
Fixed Income = 35% (or 
34.8% per left) 
 
Real Assets of 15% (or 
Diversified of 7.3% + 
Real Estate of 5.0% + 
Short Term Fixed of 2.6%) 
noting that Short-Term 
Fixed Income will be 
transitioned into Real 
Assets in January of 2015. 
 



Legacy Fund Strategic Asset Allocation 
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30%

20%
35%

10% 5%

Policy Allocation

Broad U.S. Equity

Broad International Equity

Fixed Income

Diversified Real Assets

Core Real Estate

Note:  The SIB approved a gradual 
implementation strategy which began in April of 
2013 and targeted to be fully implemented in 
January of 2015. 

Asset Class Policy Target Percentage 
Broad US Equity 30% 
Broad International Equity 20% 
Fixed Income 35% 
Core Real Estate 5% 
Diversified Real Assets 10% 



Historical Asset Class Market Returns and Key Economic Indicators 
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Recent Quarterly Indicators 4Q14 3Q14 2Q14 1Q14 4Q13 3Q13 2Q13 1Q13
GDP Growth 2.6% 5.0% 4.6% -2.1% 3.5% 4.5% 1.8% 2.7%
Unemployment Rate 5.7% 6.1% 6.2% 6.6% 7.0% 7.3% 7.5% 7.7%
CPI 0.8% 1.7% 2.1% 1.5% 1.5% 1.2% 1.8% 1.5%
Consumer Sentiment 93.6 84.6 82.5 80.0 82.5 77.5 84.1 78.6

Asset Class Benchmark FYTD 1-Year 3-Years 5-Years 10-Years
Large Cap US Stocks Russell 1000 5.56% 13.24% 20.62% 15.64% 7.96%
Small Cap US Stocks Russell 2000 1.65% 4.90% 19.21% 15.55% 7.77%
Non-US Stocks (Developed) MSCI EAFE -9.24% -4.90% 11.06% 5.34% 4.43%
Non-US Stocks (Emerging) MSCI Emerging Markets -7.71% -1.88% 4.39% 2.10% 8.77%
US Bonds Barclays Aggregate 1.96% 5.97% 2.66% 4.45% 4.71%
High Yield Bonds Barclays Corporate High Yield -2.85% 2.45% 8.43% 9.03% 7.74%
Non-US Debt Citi Non-US World Govt -8.14% -2.68% -1.94% 0.85% 2.64%
Inflation Protected Barclays Global Inflation Linked -2.89% 3.41% 2.63% 4.19% 4.29%
Real Estate NCREIF Total Property 5.76% 11.82% 11.11% 12.13% 8.38%

Period Ended December 31, 2014



  AGENDA ITEM III.B. 
 

COVER MEMO 
 
 
TO:    State Investment Board    
 
FROM:   Dave Hunter, Executive Director/CIO     
 
DATE:   February 20, 2015  
 
SUBJECT:  Timber Investment Resources  
 

 

Investment Manager Request: 
 
Timber Investment Resources, LLC (“TIR”) requests the SIB extend the term of the 
Springbank, LLC management agreement by 7 years to June 30, 2022 in order to maximize 
future earnings from this $116 million investment on behalf of the SIB. 
 
Background: 
 
TIR was established in 2003 and manages over $1.3 billion of timberland including $260 
million for the SIB as follows:  1) Springbank - $116 million; 2) Teredo - $80 million; and 
Eastern Timber Opportunities (“ETO”) - $64 million. 

 

 
Note:  Totals may not foot due to rounding. 

 
Since 2004, the SIB has invested nearly $194 million with TIR including a $95 million 
investment in Springbank. TIR has returned approximately 73% of our total invested capital 
(or $141 million) including 97% (or $92 million) relating to our original $95 million investment 
with Springbank.  SIB’s total remaining investments with TIR are valued at $260 million.   

 

 
 

 
Overall, TIR has generally performed well for the SIB over the long-term as evidenced by an 
Inception to Date Net Internal Rate of Return (“Net IRR”) of 12.3% for Springbank noting 
that SIB’s remaining Springbank investment is valued at approximately $116 million as of 
12/31/2014.  Springbank’s net time weighted return since inception is approximately 7%. 
 
 
 

SIB Investment Summary: Springbank Teredo ETO Total 

Market Value at 12/31/14 $116 $80 $64 $260

Cash Contributions ($ in millions) ($95) ($40) ($59) ($194)

Cash Distributions $92 $42 $7 $141

F.M.V. + Cash Returned $209 $121 $71 $401

Performance Summary: Springbank

Inception to Date Net IRR 12.3%

Date to Termination Net IRR 7.5%

Forecasted Lifetime Net IRR 11.5%



 
TIR’s gross time-weighted returns for all SIB investments have exceeded the NCREIF 
(National Council of Real Estate Investment Fiduciaries) Timberland Index returns on an 
inception to date basis by over 3%. However, TIR’s recent returns have underperformed 
largely due to the slower economic recovery in the southeastern U.S. in which Springbank is 
located (along the I-75 corridor between Atlanta, Georgia and Chattanooga, Tennessee).   

 

 
 
RIO has conducted extensive due diligence on TIR including site visits to the timberland 
properties, numerous discussions with several timber investment consultants, and extended 
discussions with other investment partner in Springbank (the Houston Firefighters’ Relief and 
Retirement Fund).  In summary, RIO believes TIR is uniquely qualified to maximize the 
remaining economic value inherent in Springbank noting that TIR senior management 
averages over 25 years of industry experience and has worked with the SIB since 2004.   
 
 
RIO Recommendation: 
 
RIO recommends the SIB agree to extend the term of the Springbank management 
agreement by up to 7 years on or before June 30, 2015.  This recommendation is subject 
to further legal review and negotiation including a final review of TIR’s audited financial 
results for the year ended December 31, 2014.  The revised fee agreement is also subject to 
further negotiation but will not exceed the “Implied Timberland Management Fees” of 
approximately 0.90% for Separate Accounts (as published by Forisk Consulting).  
 
 
 
 
   

 
 

NDSIB Performance Results NDSIB NCREIF NCREIF

As of 12/31/14 Composite U.S. South

1-year 7.3% 10.5% 10.2%

3-year 3.2% 9.3% 7.7%

5-year 2.4% 5.8% 3.7%

7-year 1.2% 4.7% 3.7%

Since Inceptions (10.25 years) 11.9% 8.7% 7.6%





Proprietary and Confidential Timberland Investment Resources, LLC1

North Dakota State Investment Board (NDSIB)



Proprietary and Confidential Timberland Investment Resources, LLC2

This performance review contains various estimates and 
assumptions concerning projected and forecasted financial facts, 

conditions and performance. These estimates and assumptions are 
based on our current expectations and are subject to a number of 
risks and uncertainties. Actual facts, conditions and performance 

may differ materially from those reflected or contemplated herein. In 
addition, this performance review may contain statements that 

constitute "forward-looking statements" within the meaning of federal 
securities laws containing words such as "estimate," "expect," 

"project" and "forecast." No representation or warranty is made as to 
future performance or investment returns or any forward-looking 
statements regarding such performance or investment returns.

Notice of Caution Regarding Forward looking Statements
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Agenda

1. Timberland Investment Resources, LLC (TIR)

2. NDSIB Timberland Investments

3. Teredo

4. Eastern Timberland Opportunities (ETO)

5. Springbank

6. Appendix A: NDSIB Composite Return

7. Appendix B: NDSIB Total Distributions

8. Appendix C: NDSIB Disposition Summary 

9. Appendix D: NDSIB Timber Team and Bios



Proprietary and Confidential Timberland Investment Resources, LLC4

Timberland Investment Resources
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Overview of TIR
 Established in 2003
 Manage timberland portfolios valued at over $1.3 billion 
 Senior management averages over 25 years of experience acquiring, 

managing and selling timberland (acquired more than 2.4 million acres 
- 179 transactions - worth over $2.4 billion)

 Privately owned to align financial interests with clients
 Horizontally integrated across core functions – acquisitions, asset 

management, decision support and dispositions are all in house 
(employ our own investment foresters and staff internal economic 
research, biometric research and real estate optimization capabilities)

 Highly disciplined investment process that leverages experience, skills 
and proprietary tools

 Utilize value oriented investment approach distinguished by a 
comprehensive and highly intensive due diligence process (historically 
have acquired just 11 percent of all opportunities analyzed)



Proprietary and Confidential Timberland Investment Resources, LLC6

Experienced Across All Timberland Investment Disciplines

TIR Management
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NDSIB Timberland Investments
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 NDSIB has three timberland investment holdings managed by Timberland 
Investment Resources, LLC (TIR) :
 Springbank, LLC

• 76% owned by NDSIB - $152.76 million market value (12/31/2014)
 Teredo Timber, LLC (Teredo)

• 100% owned by NDSIB - $79.88 million market value (12/31/2014)

 Eastern Timberland Opportunities, LLC (ETO)
• 51.99% owned by NDSIB - $123.36 million market value (12/31/2014)

 Total Gross Time Weighted Return for the overall portfolio since TIR assumed 
management has been 11.92% (10.19% net)/12.58%% Internal Rate of Return or 
IRR (10.68% net IRR)*

 The NCREIF Timberland Index (a gross index) for the same period (10.25 years) 
was 8.70% and the NCREIF-South Index was 7.68%

 The NDSIB portfolio return compares to a time weighted return for the S&P 500 of 
9.48% for the same time period (10.25 years)

 The following pages provide location maps and additional details for the properties

NDSIB Timberland Investments

*Note: Historical returns are calculated from audited financial statements (12/31/14 audits pending).
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Teredo
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Teredo

 Teredo has been an excellent performer due to its inherent 
optionality coupled with TIR’s active, value management style

 TIR must continue to execute on that optionality – opportunistic 
land and timber sales

The “little engine that could.” 

Original acres: 52,269 
Current Acres*: 28,493

Current acres as of 
12/31/14
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Sales Summary – Teredo
TIR seeks the distributional channel that will maximize the value of  the fund’s 
individual parcels. TIR has aggressively targeted high-net-worth individuals in 
Texas and South Carolina.
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Teredo – Performance Results
The internal rate of  return for Teredo since inception is 12.23% (11.14% net)  
reflecting the impact of  well executed early dispositions and the strong overall 
performance since inception.

Note: The returns in the table are gross time-weighted and are calculated from audited financial information 
(12/31/14 audits pending).
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ETO
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ETO

 ETO’s investment objective was to acquire high quality timberland 
properties located in the Eastern US

 ETO closed in 2008 -- TIR had the benefit that of recognizing that 
“the world had changed” with the collapse of Lehman

 Acquisition focus evolved to searching for distressed sales 

 Diversified portfolio well positioned to benefit from improving 
markets

 The Four Hills anchor will ensure the success of ETO

 Attractive timber markets

 Strong land market and timber market

 Other properties provide significant diversification benefits and will 
contribute to the overall performance through its term

A diversified portfolio with an excellent anchor property in Florida.



Proprietary and Confidential Timberland Investment Resources, LLC15

Sales Summary – ETO 
Similar to Teredo, TIR will seek the buyers that will maximize the price of  the 
individual ETO parcels. Personal investors and adjacent landowners will 
continue to be targeted. 
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ETO – Performance Results
The internal rate of  return for ETO since inception is 5.18% (4.29% net). ETO  
will transition  to a higher level of  dispositions as the fund moves towards the 
end of  its term 2019.

Note: The returns in the table are gross time-weighted and are calculated from audited financial information 
(12/31/14 audits pending).



Proprietary and Confidential Timberland Investment Resources, LLC17

Springbank
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Springbank

 Springbank is a timberland investment in the path of progress

 Heavy speculation in 2005-2008 compelled TIR to monetize 
approximately 1/3 of the original acreage (76,275 acres), which allowed 
us to return almost all the original investment capital 

Strong fundamentals with cyclical impacts.
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Springbank – Performance Results
The internal rate of  return for Springbank since inception is 15.04% (12.46% 
net ) reflecting the impact of  early distributions. Returns have been 
challenged in recent years as the Great Recession heavily impacted North 
Georgia. 

Note: The returns in the table are gross time-weighted and are calculated from audited financial information 
(12/31/14 audits pending).
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Sales Summary – Springbank
With strong demographics in place, personal investors will reemerge as buyers 
for Springbank tracts as the market recovers and credit becomes more 
available. 
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Springbank
Positive demographic trends, and an improving US economy will support long 
term land price increases and demand.
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Springbank
The employment outlook is improving in Springbank’ s core counties after 
historic job losses.
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Springbank

Contributing to the recovery is the Georgia credit environment which is poised to improve. 
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Springbank

Recent announcements that are providing support for optimism. 
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Springbank
Our base case forecast  assumes that prices return to almost 80% of  their peak.
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Appendix A: NDSIB Performance Composite 
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NDSIB – Performance Results

Note: The returns in the table are gross time-weighted and are calculated from audited financial information 
(12/31/14 audits pending).
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Appendix B: Total Distributions
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NDSIB – Timberland Investment Distribution Summary

The above represents NDSIB’s distributions only for its percentage ownership of each fund: 76% for Springbank, 100% for Teredo and 51.99% for ETO.
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Appendix C: NDSIB Composite Dispositions 
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Sales Summary – NDSIB 
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Appendix D: NDSIB Timber Investment Team
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NDSIB Team 
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Mark T. Seaman, President and Chief Investment Officer

Mark directs all business and investment strategy and operations for TIR and also serves 
as the firm's chief investment officer, directing portfolio strategy and management. He has 
more than 30 years of senior management experience in the timberland investment arena and he 
founded TIR in 2003. Mark was previously executive managing director of Wachovia's timberland 
investment business. During his tenure with Wachovia, he grew the company's timberland assets 
under management from $60 million to almost $1.4 billion and directed all phases of its timberland 
investment business. His responsibilities entailed developing and managing the company's core 
investment strategy, which entailed establishing its investment discipline and building its portfolio 
management, accounting, reporting, compliance, marketing, sales and product development functions.

In addition to helping to launch and expand two, highly successful timberland investment management 
organizations (TIMOs), Mark also has been directly involved in the development of more than 15 
separate account and 6 commingled fund programs on behalf of numerous institutional investment 
clients. These efforts have included directing more than 150 acquisitions encompassing more than 
1.85 million acres in 12 states and managing more than 180 dispositions involving more than $400 
million in assets. Because of his success in this regard, Mark is widely recognized among TIMO senior 
executives for his disciplined investment approach and his capacity to make and manage investments 
that are supportive of clients' unique risk and return objectives. 

Mark is a graduate of Virginia Polytechnic Institute and State University where he received a BS 
degree in forest management. He also is a Registered Forester, a Certified Forester and a member 
of Society of American Foresters.

seaman@tirllc.com | 404-848-2000

mailto:seaman@tirllc.com
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Gary T. Allred , Managing Director, Acquisitions

Gary leads all aspects of TIR's acquisition sourcing and management functions, matching 
clients' investment objectives with appropriate opportunities and then directing purchase 
negotiations and closing logistics. He was a founding member of TIR and has 31 years of senior 
management experience in the timberland investment arena.

Prior to helping found TIR, Gary held positions of increasing responsibility for both acquisitions and 
forest management in both the forest investment and forest industry sectors. This experience 
included 13 years as a managing forester at Champion International as well as 17 years with 
timberland investment management organizations (TIMOs), including Wachovia and Timbervest
where he served as manager of acquisitions. 

During his career, Gary has successfully managed 58 timberland acquisitions and has acquired over 
650,000 acres in 19 states and evaluated lands in 26 US states (as well as ex-US regions such as 
Brazil) on behalf of institutional investment clients. He is recognized and respected in the 
marketplace for his capacity to identify acquisition opportunities that offer enhanced return potential 
because of market and operational inefficiencies and this unique expertise has played a key role in 
TIR's performance success to date.

Gary is a registered forester and a graduate of North Carolina State University where he received 
BS degrees in both forest management and wildlife biology. He also earned an MBA at the 
University of North Florida and is a member of the Society of American Foresters and a licensed 
forester in a number of states throughout the US.

allred@tirllc.com | 404-848-2000

mailto:seaman@tirllc.com
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Chung-Hong Fu, Managing Director, Economic Research and Analysis

Hong oversees all economic and market analysis and forecasting for TIR and plays a 
key role in the development and implementation of the firm's investment strategy. He was a 
founding member of TIR and was instrumental in establishing the firm's research-driven 
investment ethic.

Hong began his career at Temple-Inland Forest Products Corporation where he served as a 
resource utilization specialist and business analyst. In these roles, he provided economic and 
research analysis services that were used by senior executives within the company to make 
strategic decisions across a range of issues, including asset securitization, acquisitions and 
resource and business optimization. Prior to joining TIR in 2003, Hong served as senior investment 
analyst with Global Forest Partners where he performed global timber acquisition analysis, created 
a variety of decision support models and directed currency risk management analysis.

Hong is recognized in the timberland investment arena for his measured and comprehensive 
analysis of the trends and events that drive investment performance and that influence the long-
term risk and return profile of the timberland asset class. He writes extensively on these and 
related issues and is frequently consulted by market participants and analysts, including the news 
media, for his unique and well-informed perspectives.

Hong is a graduate of Northwestern University where he received a BS in biology. He also earned 
an MS in environmental management at Duke University and an MBA at Columbia University. He 
received his Ph.D. in forest economics at North Carolina State University

fu@tirllc.com | 404-848-2000

mailto:seaman@tirllc.com
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Tom E. Johnson, Managing Director, Client Relationship Management 

Tom is responsible for all client relationship management and he directs the firm's domestic 
and international business development efforts. He was a founding member of TIR and plays
key roles in shaping its strategic direction and overseeing the implementation of its core 

investment strategy on behalf of clients. This includes participating in all buy-hold-sell decisions 
and establishing operational parameters and priorities for the management of the company's 
business and portfolios.

Tom began his career at Wachovia where he spent ten years managing significant client relationships in 
the institutional investment and corporate trust markets. In that capacity, he served as the bank's West 
Coast territory manager, which entailed directing all business development and client relationship 
management activities in support of its retirement and charitable fund clients. Prior to joining Wachovia, 
Tom was a principal consultant at PricewaterhouseCoopers Management Consulting. In that role, he 
was an industry advisor to global investment management firms, managing major projects that 
influenced the implementation of clients' business operations and marketing functions.

In addition to his years of experience in the institutional investment arena, Tom is a forester who grew 
up in a saw-milling family in North Carolina. This background gives him a unique perspective on the 
timberland asset class - enabling him to provide valuable counsel to TIR with regard to the firm's 
strategic direction and to consistently reflect and represent the needs and interests of its clients.

Tom is a graduate of Appalachian State University where he earned a BSBA in finance. He earned his 
MBA and MS in forest resources, with honors, at the University of Georgia and is a member of the Phi 
Kappa Phi honor society. He holds the designation of Chartered Alternative Investment Analyst 
(CAIASM) and is on the CAIA Real Assets Committee.

johnson@tirllc.com |  404-848-2000

mailto:seaman@tirllc.com
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Kevin L. Colin, Managing Director, Chief Financial Officer

Kevin directs financial management as well as portfolio and client reporting for TIR. He was a 
founding member of the firm and assumes significant responsibility for its day-to-day management.

Kevin began his career at KPMG Peat Marwick, where he spent four years in the audit group working 
primarily with middle market clients. He left public accounting to become Financial Officer for SC 
Hondros, a regional builder and contractor located in the Southeastern United States. Prior to helping 
found TIR, he spent 10 years in positions of increasing responsibility with Lend Lease Real Estate 
Investments, a $50 billion real estate investment management firm where he held several key positions 
at both the divisional and corporate levels focusing on business planning, financial reporting and 
performance measurement. During his tenure with the firm, Kevin served as director of planning and 
forecasting; as vice president of its business intelligence group; as vice president and chief financial 
officer of its investment operations group; and finally, as partner and financial officer for Lend Lease 
Capital Partners.

Kevin is highly respected in real estate management circles for his ability to integrate strategy and 
functional capabilities to build and implement comprehensive financial management systems that 
anticipate and respond to the accounting and information needs of clients. The scope of his 
responsibilities at TIR also necessitates that he play a key role in building and overseeing the firm's 
administrative and operational infrastructures.

Kevin is a graduate of Virginia Polytechnic Institute and State University where he received a BS in 
accounting and finance. He also earned an MBA at the University of Georgia. Kevin is a Certified Public 
Accountant (CPA) and a Chartered Financial Analyst (CFA).

colin@tirllc.com |  704-543-5005

mailto:seaman@tirllc.com
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Steve Smith, Managing Director, Forest Management

Steve directs all forest management and timber related operations for TIR, which includes 
managing the firm's investment foresters, participating in land acquisition and disposition 
analyses as well as developing and overseeing the use of decision-support systems designed 
to help the firm optimize investment performance on behalf of our clients.

Steve joined in TIR in 2008 and has 32 years of managerial and technical experience in all 
phases of resource management. He previously was regional resource manager for the Potlatch 
Corporation, a large, publicly-traded timber REIT. In that capacity, he was responsible for the 
management and operation of 670,000 acres that had a market value of more than $750 million. 
This entailed directing a staff or more than 60 forestry professionals who were responsible for 
timber management, harvesting, forest inventory/GIS, harvest planning and biometric modeling 
systems, environmental resource management and land stewardship. 

Steve is recognized in the forestry community for his outstanding project and staff management 
skills. He also is known for his ability to develop research methodologies and technical systems 
that enable foresters to make better and more-informed ground-level management decisions in 
accordance with clients' specific investment expectations.

Steve holds both a BS in forest management and an MS in forest biometrics from Oregon State 
University. He is a Certified Forester and a member of the Society of American Foresters.

smith@tirllc.com |  404-848-2000

mailto:seaman@tirllc.com
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Tim Hartigan, Managing Director, Marketing

Tim is an experienced and highly accomplished institutional investment professional. He 
is responsible for expanding TIR's presence in the marketplace by developing and marketing 
fund products for both domestic and international investors.

Tim joined TIR in 2010 after spending most of his career in the commercial real estate sector. He 
held several high profile senior management roles with Lend Lease Real Estate Investments, a 
Sydney-based investment manager with more than $50 billion in assets under management. 
During his tenure with the firm, he was a principal and served as vice president of asset 
management and marketing and as senior vice president of mergers and new business initiatives. 
Just prior to joining TIR, he was president of Hartigan Ventures, which financed and developed 
residential properties in and around Atlanta. He previously was a senior vice president with The 
Cannon Company, one of the premier multi-family development firms in the region. Tim held 
positions earlier in finance and asset management with Prentiss Properties of Atlanta and 
Cambridge Development of Herndon, Virginia. He began his career with Winthrop Securities and 
Inland Steel.

Tim holds an undergraduate degree in liberal arts from the University of Notre Dame and earned 
an MBA at the Harvard University Graduate School of Business Administration.

hartigan@tirllc.com |  404-736-3495

mailto:seaman@tirllc.com
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Christopher T. Mathis, J.D., Director of Real Estate

Chris oversees TIR’s asset monetization efforts on behalf of clients by developing 
and executing land sale strategies that are designed to optimize the long-term 
investment performance of clients’ portfolios.  In addition, he plays a key role in 
the land acquisition analysis process.

Chris has a broad range of experience in timberland finance, law and operations 
in the forest products industry.  He previously held a variety of senior leadership 
positions at Temple-Inland, including: Vice President of Treasury and Investor 
Relations; Vice President of Strategic Resource Planning; and, Senior Corporate 
Attorney.  During his tenure at Temple-Inland, Chris led the sale of 1.55 million 
acres of the company’s high quality timberland assets for $2.4 billion in a tax-
deferred manner. Chris also managed Temple-Inland’s treasury and investor 
relations departments through the financial crisis and the sale of the company to 
International Paper in February 2012 for $4.3 billion.  In addition, he served on 
the company’s pension investment committee that managed the company’s 
defined benefit plan assets of $1.3 billion.  Just prior to joining TIR, Chris headed 
the Mathis Property Group, where he consulted with a family-office to evaluate 
opportunities to invest in timberland and other real estate asset classes.  

Chris is a Texas native and holds a Bachelor of Business Administration, Master 
of Business Administration, and Doctor of Jurisprudence from Texas Tech 
University. He also completed the Stanford University Executive Program at the 
Stanford Graduate School of Business.

mathis@tirllc.com | 404-736-3486

mailto:clay@tirllc.com
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Tiffanie J. Starr, Senior Acquisitions Manager

Tiffanie helps lead TIR’s efforts to source investment opportunities in accordance 
with clients’ risk and return objectives. Among other things, her responsibilities 
include evaluating and modeling acquisition opportunities, monitoring global 
transaction trends, due diligence visits, managing transactional logistics and building 
and maintaining working relationships with prospective land sellers.

Prior to joining TIR, Tiffanie spent nine years with the Hancock Timber Resource Group. 
In her latest assignment she served as Transaction Manager, which entailed overseeing strategic 
negotiations, developing tax-efficient purchase and holding structures and directing due diligence 
activities. During this time she helped the firm close more than $6 billion in domestic and 
international acquisitions. Tiffanie previously served the firm as a portfolio analyst. In that role she 
analyzed potential acquisitions, evaluated their capacity to support leverage, studied exchange 
risk variables, participated in client relations initiatives and conducted ongoing risk and hold-sell 
analyses for several portfolios that were collectively valued at more than $450 million. She began 
her career at the firm as a financial research consultant, which included designing and developing 
a model to analyze foreign investment risk, debt options and hedging opportunities. Tiffanie
entered the timberland investment arena with Plum Creek and Weyerhaeuser, where she 
completed finance and forest operations internships. Her prior experience included serving on the 
development teams with The Conservation Fund and The Nature Conservancy.

Tiffanie earned her bachelor’s degree in environmental science and wildlife management 
at Duke University. She holds two master’s degrees from the University of Georgia; a MFR 
in forest resource management and a MBA with concentrations in real estate, marketing 
and operations.

starr@tirllc.com | 404-736-3508

mailto:clay@tirllc.com
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Bronson Bullock, PhD, Biometrics Research

Dr. Bronson Bullock provides Biometrics Research support exclusively to Timberland 
Investment Resources (TIR). In this role, Bronson leads research initiatives that improve 
TIR's effectiveness in gathering and analyzing forest data and making forest management 
decisions. Bronson's research focus includes improving inventory methods (including the 
application of GIS and remote sensing), regional growth and yield modeling, and forest 
management techniques that improve timber production or reduce operating costs. 

Bronson has authored numerous peer reviewed academic articles and dozens of academic 
reports, proceedings and abstracts. Bronson is an Associate Editor of Forest Measurements 
for the Southern Journal of Applied Forestry and a Reviewer for a number of scholarly 
journals, including Forest Science, Canadian Journal of Forest Research, Northern Journal of 
Applied Forestry, Journal of Forestry, and Environmental and Ecological Statistics.

Bronson earned a PhD in Forest Biometrics from Virginia Polytechnic Institute and State 
University (Virginia Tech), a Master of Science in Statistics, and a Master of Science in 
Biometrics, also from Virginia Tech, and a Bachelor of Science in Natural Resource 
Management from Rutgers University. 

bullock@tirllc.com |  404-848-2000

mailto:seaman@tirllc.com
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Chris M. Elwell, Manager, Investment Analysis

Chris oversees investment analytics for TIR, managing the design and deployment 
of key forest management, planning, inventory and enterprise-wide information and 
decision support systems, which also includes managing a team of forest analysts who employ 
these tools to assess current and prospective investments in the context of clients' portfolio 
objectives.

In addition to his expertise in forest-based information systems, Chris also has extensive 
experience managing timberland assets in both the U.S. Southeast and U.S. West. Prior to his 
current assignment, he directed all forest management operations in the Appalachian Region for 
TIR. Chris joined the firm as an investment forester in 2004 after serving as a business analyst 
and technical forester with MeadWestvaco, a leading paper and packaging company. During his 
tenure with that company, he was responsible for management reporting, capital project analysis 
and tracking product profitability. He also conducted financial analyses for land dispositions and 
silvicultural operations and oversaw harvest scheduling and fiber supply planning. In addition, he 
developed the forestry program for Appalachian Sustainable Development, a regional economic 
development non-profit that fosters forest conservation to promote expansion and job growth 
within the regional forest products industry, especially among enterprises active in the "green" 
building sector.

Chris is a graduate of the University of the South, where he earned a BA in natural resources. He 
also holds an MS in forestry from Yale University and an MBA from Kennesaw State University. 
He is a member of the Society of American Foresters, the Georgia Forestry Association, and the 
Tennessee Forestry Association. During his career he has contributed well-reviewed articles to 
several prominent forestry publications.

elwell@tirllc.com |  404-848-2000

mailto:seaman@tirllc.com
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Don Chastain, Regional Investment Manager

Don oversees field operations on clients’ forests in the Eastern region, which includes
timberlands in Virginia, West Virginia, North Carolina, South Carolina, and Georgia.  
His work entails developing land plans, managing timber productivity and marketing, 
and ensuring regulatory compliance. He is additionally instrumental in  supporting the 
firm’s rural tract sales efforts, directing land stewardship activities and participates in 
acquisition sourcing and analysis within the Eastern region.

He joined TIR in 2006 after serving as a procurement forester with Chester Wood 
Products, LLC. He began his career as a field forester with Willamette Industries in 
the Carolinas and later joined American Forest Management, a forestry consulting 
firm based in the Eastern U.S.  

Don is a graduate of the University of Georgia where he received a BS in forest 
management.
He is a Registered Forester, an active member of the Society of American Foresters 
and holds real estate licenses in a number of Southern states.

chastain@tirllc.com |  704-543-5005

mailto:seaman@tirllc.com
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Chad McClung, Regional Investment Manager

Chad directs forest operations for clients in the Western Region, which includes 
timberlands in Texas, Arkansas, Louisiana, Mississippi, and western Alabama. His work 
entails developing land plans, managing timber productivity and marketing, ensuring 
regulatory compliance, supporting the firm’s rural tract sales efforts and directing land 
stewardship activities. He also participates in acquisition sourcing and analysis within the 
region.

Chad joined TIR in 2007 after serving as a harvest supervisor and team leader of integrated 
technology at Temple-Inland. The applications he and his staff developed and supported at 
Temple-Inland were used to operate more than 2.2 million acres of timberland and were 
utilized by more than 200 users. 

Chad is a graduate of Louisiana Tech University where he received a BS in forest 
management. He also holds an MBA from the University of Southwestern Louisiana. 

mcclung@tirllc.com |  936-238-3903

mailto:seaman@tirllc.com
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G. Wayne Anthony, Regional Investment Manager

Wayne is based in the Dalton, Georgia office and oversees the day-to-day 
management of clients’ lands in the Central region, which includes timberlands in 
Tennessee, Georgia, Florida, and Alabama. His work entails developing land plans, 
managing timber productivity and marketing, ensuring regulatory compliance, supporting 
the firm’s rural tract sales efforts and directing land stewardship activities. He also 
participates in acquisition sourcing and analysis within the region 

Wayne joined TIR in 2009 and brought extensive experience in the management of 
Southern pine plantations across the entire supply chain – from advising landowners on 
forest management matters to working with both private sawmills and vertically-integrated 
forest products companies on fiber supply issues. Prior to joining TIR, he was a 
procurement forester with Jordan Lumber & Supply.  Earlier in his career, Wayne oversaw 
Georgia-Pacific's forest management assistance program after serving as a field 
representative at Canal Wood and as a procurement forester with both Federal Paper 
Board and Broad River Trading Company.  

Wayne earned his BS in forestry at Clemson University and holds an MBA from Winthrop 
University. He is a registered forester in South Carolina and Georgia and a member of 
both the Society of American Foresters and the Tennessee Forestry Association.

anthony@tirllc.com |  706-281-2000

mailto:seaman@tirllc.com
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Ross Pritchett, Investment Forester

Ross manages forest operations in the Central Region, which includes Florida, Georgia and 
Alabama.  He joined TIR in 2009 and previously served as a procurement forester with 
Georgia-Pacific in Georgia and Alabama. Earlier in his career, he was a harvest supervisor 
and procurement forester with Temple-Inland.  Ross holds a BS in forest resources from the 
University of Georgia and is a Registered Forester and holds a real estate license in 
Georgia. His is a member of the Society of American Foresters, the Alabama Forestry 
Association, the Georgia Forestry Association and the Florida Forestry Association.  

pritchett@tirllc.com |  404-848-2000

Hayes Luscher, Investment Forester

Hayes oversees the day to day operations of client lands in Southwest Alabama, 
Mississippi and Louisiana. This includes developing and implementing property-level 
management plans; overseeing regeneration, harvesting and silvicultural activities; 
negotiating timber sales; and, managing compliance with local, state and federal 
environmental regulations.  He also plays a key role in sourcing acquisition opportunities 
and managing TIR’s small tract land sales program in the region. Hayes joined TIR in 
2009 after serving as a portfolio manager with Regions Timber Fund, a timberland 
investment management organization, where he managed assets valued at more than 
$180 million. Hayes earned his BS in finance at the University of Alabama and holds a 
Master of Forest Resources in forest business management from the University of 
Georgia. He is a member of the Society of American Foresters and the Alabama Forestry 
Association.

luscher@tirllc.com |  251-287-6174

mailto:seaman@tirllc.com
mailto:luscher@tirllc.com
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Jerry Mahon, Investment Forester

Jerry manages forest operations in the Central Gulf Region, which includes Louisiana, 
Mississippi, and Arkansas. He joined TIR in 2013 and previously served in a similar role with 
Molpus Timberlands . He initially joined Molpus Timberlands in 2008 as the inventory manager 
based in Hattiesburg, Mississippi. In 2010, he was promoted to division forester and assumed 
direct responsibility for the ongoing management of 65,000 acres of working forests. He 
eventually was given additional responsibility for developing strategies and executing plans 
associated with land sales initiatives and the monetization of non-timber assets on 350,000 
acres in Arkansas, Louisiana, Oklahoma and Texas. In addition, he also continued as 
operations manager for 65,000 acres in Louisiana and Arkansas. Jerry holds dual BS degrees 
in Forestry and Wildlife from the University of Georgia and a MS in Forestry from the University 
of Georgia. He is also a Registered Forester in Arkansas and Mississippi.

mahon@tirllc.com |  404-848-2000

Craig H. Seaman, Senior Forest Investment Analyst

Craig provides systems and analysis support for TIR, in particular, overseeing inventory 
analysis, mapping and GIS planning projects and building and maintaining an enterprise-wide 
spatial database. Additionally, Craig serves as Investment Forester over four properties. He 
holds both a BS in forest resources and a MFR in forest business management from the 
University of Georgia. He earned an MBA in finance at Georgia State University and is a 
registered forester in Georgia and a member of the Society of American Foresters.

cseaman@tirllc.com | 404-848-2000

mailto:mahon@tirllc.com
mailto:seaman@tirllc.com
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C. Cory Dukes, Forest Investment Analyst

Cory works to provide analytical and systems management support to TIR's 
functional groups. Among other things, he oversees inventory analysis, mapping and 
GIS planning projects and builds and maintains enterprise-level spatial databases in 
support of the forest management team. Prior to joining TIR in the spring of 2012, Cory 
was a graduate research analyst with Timber Mart South, which is recognized as the 
foremost source of data and information on southern timber pricing, supply and demand dynamics. 
Cory holds a BS and an MS in forest resources from the University of Georgia's Warnell School of 
Forestry and Natural Resources. He is a member of the GFA Emerging Leaders and the Society of 
American Foresters, for which he served as student chapter 
chair from 2010-2011.

dukes@tirllc.com | 404-848-2000

Parker Mothershead, Forest Investment Analyst

Parker supports TIR’s Resource Information System (RIS). Parker holds lead responsibility for 
analyzing financial performance of tracts, managing the property tax administration component of the 
RIS, and reviewing forest management data in property appraisals. Prior to joining TIR, Parker was a 
graduate research economist at the USDA’s Forest Economics and Policy unit. Parker is a graduate 
of the University of the South, where he earned a BA in economics. He also holds a MS in natural 
resource economics from North Carolina State University’s School of Forestry and Environmental 
Resources. He is a member of the Southern Forest Economics Working Group and the Society of 
American foresters.

mothershead@tirllc.com |  404-848-2000

mailto:clay@tirllc.com
mailto:luscher@tirllc.com
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Laura W. Freeman, Controller

Laura is a certified public accountant. She manages all internal accounting 
functions, including financial reporting and cash management.  She also supports 
day-to-day business operations by ensuring the smooth flow of financial information to
line managers and the firm's leadership team.  Prior to joining TIR, Laura was corporate 

controller at a North Carolina-based manufacturing company.  She began her career in 
financial management as an accounting technician at Medical University of South Carolina.  
She is a graduate of the College of Charleston, where she earned a BS cum laude in 
accounting and business administration. 

freeman@tirllc.com | 704-543-5005

Christopher T. Jones, CPA, Controller – Client Reporting

Chris is a certified public accountant (CPA). He joined TIR in 2011 and is responsible 
for client reporting which entails monitoring and communicating portfolio-level 
investment and financial performance to TIR clients on a quarterly basis. Prior to joining 
TIR, Chris spent 12 years with the Reznick Group, PC, a top 20 national accounting, 
tax and business advisory firm known for its expertise in real estate and tax credit 
services. During his years with the firm, Chris worked in a variety of capacities and 
assumed increasing levels of responsibility. Christopher holds a BS degree in 
accounting from the State University of New York, College of Fredonia and an MBA 
from the University at Buffalo. 

jones@tirllc.com | 704-543-5005

mailto:seaman@tirllc.com
mailto:jones@tirllc.com
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Spencer D. Biedrzycki, Financial Analyst

Spencer is a member of TIR’s Financial Management Team and is focused on financial 
forecasting, planning and analysis.  These functions are largely carried out through his 
maintenance, utilization and expansion of the firm’s client portfolio model.  Among other 
things, this entails conducting tract-level analyses of land and timber sales activities to 
ensure that TIR is maximizing profitability and cash flows on behalf of clients.  His work is 
also used to inform a variety of portfolio and forest management decisions, including 
whether to hold or sell properties held in client portfolios. Spencer joined TIR in 2012 as a 
recent graduate of the University of North Carolina at Chapel Hill, where he earned a BA 
in economics and was a member of the varsity swimming and diving team.

biedrzycki@tirllc.com | 704-543-5005

Amrita McRae, CPA, Accounting Manager, Client Reporting

Amrita is a Certified Public Accountant.  She joined TIR in early 2012 and is responsible 
for overseeing accounting functions and managing the client financial reporting process.
Prior to joining TIR, Amrita was a Senior Manager of Technical Accounting and Policy with 
EarthLink, Inc. in Atlanta, Georgia.  In that capacity, she provided oversight regarding 
accounting issues relating to compliance with Financial Accounting Standards as well as 
Sarbanes-Oxley remediation efforts.  She was also responsible for the establishment of 
accounting processes and policies for EarthLink’s new business ventures. Amrita began 
her career as an audit associate with KPMG, LLP. Amrita holds a BS Degree in 
Accounting from Florida Atlantic University and Master’s Degree in Accounting from the 
University of Florida.    

mcrae@tirllc.com | 704-543-5005

mailto:biedrzycki@tirllc.com
mailto:clay@tirllc.com
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Angela Clay, Business Manager

Angie is responsible for the day-to-day business functions of the firm. She 
manages operations, administration, human resources and facilities and focuses 
on promoting efficiency, cost effectiveness and business-wide coordination. 

Prior to joining TIR, Angie performed in a similar role with a real estate 
investment firm. Prior to entering the investment field, she was the founder of her 
own staffing firm, Atlanta Staffing Solutions, Inc., which serviced clients in the 
accounting, finance, human resources and information technology sectors. 

Angie attended Louisiana State University of Eunice, where she studied Business 
Administration and is an active member of the Society of Human Resources 
Management.

clay@tirllc.com | 404-848-2000

mailto:clay@tirllc.com


4th Calendar Quarter 2014 
Performance Review 

February 27,  2015 

Paul Erlendson 
Senior Vice President 

North Dakota 
State Investment Board 

  



Fourth Calendar Quarter 2014 Knowledge. Experience. Integrity. 2 

Agenda 

● Economic Overview 

● Pension Trust Quarterly Review 
– Results and Observations 

● Insurance Trust Quarterly Review 
– Results and Observations 
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Quarterly Real GDP Growth (20 Years)* 

U.S. Economy 

● 4th quarter GDP was up 2.6%, extending the strong growth of 5.0% in the 3rd quarter. 

● December headline inflation increased 0.8%  from a year earlier, core inflation up 1.6%. 

● The unemployment rate dropped  to 5.6% in December  (down 0.3% during the quarter). 

● Labor market strengthened with average addition of 289,000 jobs per month in quarter. 

● The shock and uncertainty of the impact of lower oil prices (off 50% from 2014 peak) raised market 
volatility.  
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Source: Bureau of Labor Statistics 
Source: Bureau of Economic Analysis 

Periods Ending December 31, 2014 
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Asset Class Performance 
Periods Ending December 31, 2014 

for Periods Ended December 31, 2014
Periodic Table of Investment Returns

MSCI:Emer Markets

(4.4%)

MSCI:Emer Markets

(1.8%)

MSCI:Emer Markets

4.4%
MSCI:Emer Markets

2.1%

MSCI:Emer Markets

8.8%

MSCI:EAFE US$

(3.6%)
MSCI:EAFE US$

(4.9%)

MSCI:EAFE US$

11.1%

MSCI:EAFE US$

5.3%

MSCI:EAFE US$

4.4%

Index
Barclays:Aggregate

1.8%

Index
Barclays:Aggregate

6.0%

Index
Barclays:Aggregate

2.7%

Index
Barclays:Aggregate

4.4%
Index

Barclays:Aggregate

4.7%

3 Month T-Bill

0.0%

3 Month T-Bill

0.0%

3 Month T-Bill

0.1%

3 Month T-Bill

0.1%

3 Month T-Bill

1.5%

S&P:500

4.9%

S&P:500

13.7%

S&P:500

20.4%

S&P:500

15.5%
S&P:500

7.7%

Russell:2000 Index

9.7%

Russell:2000 Index

4.9%

Russell:2000 Index

19.2%

Russell:2000 Index

15.5%
Russell:2000 Index

7.8%

S&P:400 Mid Cap

6.3%

S&P:400 Mid Cap

9.8%

S&P:400 Mid Cap

20.0%

S&P:400 Mid Cap

16.5%

S&P:400 Mid Cap

9.7%

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

● Russell 2000 best for 
quarter, gaining 9.7%, up 
4.9% in 2014 

● S&P 500 gained 4.9% for 
quarter and 13.7% for the 
year 

● BC Aggregate rose 1.8% 
for quarter and 6.0% for 
2014  

● International equities 
lagged domestic equities 
for the quarter and year 

January YTD (2/9/15)
Russell 3000 -2.8% -0.2%
MSCI EAFE 0.5% 1.8%
MSCI EM 0.6% 1.8%
BC Aggregate 2.1% 1.1%
BC TIPS 3.2% 1.6%
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Countries that Gain and Lose from Lower Oil Prices 

● Most developed and emerging markets stand to gain from lower oil prices 

● Countries that have significant oil exports as a % of GDP are hurt – Russia, Colombia, Norway, 
UAE, and Qatar 

● Those with significant sovereign wealth funds can manage lower prices better (UAE and Qatar) 

Source: JP Morgan Eye on the Market Outlook 2015 
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Quarterly Returns (Russell 3000)

8.9%

8.4%
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-3.9%
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Pie chart may not sum to 100% due to rounding 
Source: Russell Investment Group 

Periods Ending December 31, 2014 

● For the year, large caps outperformed small caps by 8.8%, the widest margin in 16 years 

● VIX (S&P volatility) jumped to highest level of the year in October as oil price declines accelerated 

● In large caps, no meaningful difference between growth and value during the quarter (RU1G: 
+4.8%, RU1V: +5.0%) 

● Tough year for active management, Russell 1000 Growth and Value ranked 29th percentile 
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U.S. Equity Style Returns 

● Last Quarter: Small caps outperformed; growth led value in small caps, opposite in large caps 
● Last Year: Large caps best, value led growth in large caps, opposite in small caps 

● Periods Ending December 31, 2014 

Represents 3 best 
performing asset 
classes in time period 

Represents 3 worst 
performing asset 
classes in time period 

Represents 3 middle 
performing asset 
classes in time period 

Large Cap Core is represented by the Russell 1000 Index, Large Cap Value is represented by the Russell 1000 Value Index and Large Cap Growth is represented by the Russell 1000 Growth Index. 
Mid Cap Core is represented by the Russell Midcap Index, Mid Cap Value is represented by the Russell Midcap Value Index and Mid Cap Growth is represented by the Russell Midcap Growth Index. 
Small Cap Core is represented by the Russell 2000 Index, Small Cap Value is represented by the Russell 2000 Value Index and Small Cap Growth is represented by the Russell 2000 Growth Index. 

 

Value Core Growth Value Core Growth

Large Large 

Mid Mid 

Small Small 

4Q 2014 Annualized 1 Year Returns

5.0% 4.9% 4.8% 13.5% 13.2% 13.1%

9.4% 9.7% 10.1% 4.2% 4.9% 5.6%

6.1% 5.9% 5.8% 14.8% 13.2% 11.9%
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Japanese yen U.K. sterling Euro

International Equity Returns 

● ACWI ex-U.S. dropped in the quarter and 
trailed the U.S.; Europe lagged (-4.4%) 

● The euro (-4.2%), yen (-8.5%) and pound 
(-3.8%) continued to depreciate versus the 
dollar 

● Emerging markets lagged their developed 
counterparts for the quarter 

Source: Barrow Hanley Quarterly Benchmark Review 

MSCI ACWI ex USA

MSCI EAFE

MSCI Emerging Markets

MSCI Europe

MSCI Japan

MSCI Pacific ex Japan

Regional Quarterly Performance (U.S. Dollar)

-2.42%

-4.35%

-3.57%

-3.81%

-4.44%

-1.52%

Source: MSCI  

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

Periods Ending December 31, 2014 
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Domestic vs. Local Currency Returns 
Currency Effect on U.S. Investors’ International Returns 
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● U.S. investors’ international equity and bond returns were hurt by the dollar appreciating vs most 
foreign currencies during the fourth quarter.  

● The dollar strengthened against the Euro, Yen, Pound, and dollar-bloc countries (Australia, New 
Zealand, Canada). 
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Historical 10-Year Yields 

U.S. 10-Year Treasury Yield 10-Year TIPS Yield

Breakeven Inflation Rate

Yield Curve Changes 

● A flattening of the yield curve helped long-term Treasury returns 
● The 10-year Treasury yield fell to 2.17%, a decline of 35 basis points from the end of 3rd quarter.  
● Real yield on 10-year Treasury was only 0.46% at year end 
● The breakeven inflation rate fell ending at 1.68% on a decline in nominal rates 

Periods Ending December 31, 2014 

Source: Bloomberg Source: Bloomberg 
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Effective Yield Over Treasuries 

U.S. Credit MBS ABS

CMBS High Yield Bellwether 10-Year Swap

Barclays Aggregate

Barclays Treasury

Barclays Agency

Barclays CMBS

Barclays ABS

Barclays Mortgage

Barclays Credit

Barclays High Yield

Absolute Returns for Quarter ended December 31, 2014

1.79%

1.93%

1.16%

1.45%

0.55%

1.79%

1.76%

-1.00%

Periods Ending December 31, 2014 

Total Rates of Return by Bond Sector 

Source: Barclays 

● Longer duration treasuries 
outperformed given fall in 
rates (20 years+ returned 
9.4%) 

● High yield spreads widened 
given higher exposure to 
energy sector 
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Private Real Estate Quarter
Last

Date
Year to

Last Year Years
Last 3

Years
Last 5

Years
Last 10

Years
Last 15

Real Estate Database (net of fees) 2.87 11.90 11.90 12.18 13.72 5.76 7.48

NCREIF Property** 3.04 11.82 11.82 11.11 12.13 8.38 8.89

Public Real Estate

REIT U.S. Database 14.42 31.15 31.15 16.67 17.77 9.38 14.08

NAREIT Equity 14.20 30.14 30.14 16.33 16.88 8.31 12.67

Global Real Estate

Global REIT Database 7.84 16.53 16.53 16.08 12.52 7.73 9.42

EPRA/NAREIT Global Developed 8.07 15.89 15.89 15.90 12.04 6.90 10.15

Style Median and Index Returns* for Periods ended December 31, 2014

Real Estate 
Style medians and index returns as of 12/31/14 

● The NCREIF Property index’s 3.04% return in the fourth calendar quarter of 2014 was split 
between a 1.29% income return and 1.75% appreciation return. 

● A preliminary query of NCREIF tracked 282 institutional asset trades and $8.0 billion in volume. 
– Fourth quarter trades since 2004 have averaged about $4.9 billion. 

● Domestic REITs raised about $12.5 billion during the fourth quarter of 2014. 

Sources: Callan, Citigroup, JPMorgan Chase & Co. 



Consolidated Pension Trusts 
Quarterly Review 
• Public Employees Retirement 

System 
• Teachers’ Fund for Retirement 
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$000s Weight Percent $000s
Asset Class Actual Actual Target Dif f erence Dif f erence
Domestic Equity       1,089,804   23.4%   21.4%    2.0%          91,313
Domestic Fixed Income         918,340   19.7%   18.0%    1.7%          78,488
International Equity         647,363   13.9%   14.2% (0.3%) (15,187)
Int'l Fixed Income         220,456    4.7%    5.0% (0.3%) (12,837)
Global Real Estate         445,846    9.6%    9.7% (0.1%) (6,741)
World Equity         721,649   15.5%   16.0% (0.5%) (24,886)
Priv ate Equity         197,225    4.2%    4.9% (0.7%) (31,402)
Timber         191,316    4.1%    4.9% (0.8%) (37,311)
Inf rastructure         182,922    3.9%    4.9% (1.0%) (45,705)
Cash Equiv alents          50,925    1.1%    1.0%    0.1%           4,266
Total       4,665,846  100.0%  100.0%

This image cannot currently be displayed.

Consolidated Pension Trust  Allocation: 12/31/14 
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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$000s Weight Percent $000s
Asset Class Actual Actual Target Dif f erence Dif f erence
Domestic Equity         558,014   23.8%   21.4%    2.4%          55,974
Domestic Fixed Income         441,335   18.8%   17.0%    1.8%          42,518
International Equity         334,837   14.3%   14.6% (0.3%) (7,676)
Intl Fixed Income         109,898    4.7%    5.0% (0.3%) (7,401)
Real Estate         226,018    9.6%   10.0% (0.4%) (8,580)
World Equity         361,230   15.4%   16.0% (0.6%) (14,127)
Priv ate Equity          98,945    4.2%    5.0% (0.8%) (18,354)
Timber          96,637    4.1%    5.0% (0.9%) (20,662)
Inf rastructure          92,097    3.9%    5.0% (1.1%) (25,202)
Cash & Equiv alents          26,969    1.1%    1.0%    0.1%           3,510
Total       2,345,980  100.0%  100.0%

Actual Asset Allocation

Domestic Equity
24%

Domestic Fixed Income
19%

International Equity
14%

Intl Fixed Income
5%

Real Estate
10%

World Equity
15%

Private Equity
4%

Timber
4%

Infrastructure
4%

Cash & Equivalents
1%

PERS Allocation: 12/31/14 
Target Asset Allocation

Domestic Equity
21%

Domestic Fixed Income
17%

International Equity
15%

Intl Fixed Income
5%Real Estate

10%

World Equity
16%

Private Equity
5%

Timber
5%

Infrastructure
5%

Cash & Equivalents
1%
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Four and One-Half Year Annualized Relative Attribution Effects
Effective Effective Total
Actual Target Actual Target Manager Asset Relative

Asset Class Weight Weight Return Return Effect Allocation Return
Domestic Equity 29% 28% 19.23% 18.99% (0.01%) 0.15% 0.14%
Domestic Fixed Income 21% 20% 7.05% 5.28% 0.29% (0.06%) 0.24%
Real Estate 8% 9% 15.74% 12.56% 0.23% 0.03% 0.26%
Timber 4% 4% - - (0.35%) (0.06%) (0.40%)
Infrastructure 3% 4% - - 0.21% 0.11% 0.32%
Interntional Equity 16% 16% 9.08% 7.03% 0.31% (0.07%) 0.24%
International Fixed Incom 5% 5% 5.22% 2.47% 0.15% (0.01%) 0.14%
Private Equity 5% 5% 6.64% 6.64% 0.00% (0.08%) (0.08%)
World Equity 8% 8% - - 0.06% (0.05%) 0.01%
Cash & Equivalents 1% 1% 0.09% 0.09% (0.00%) (0.03%) (0.03%)

Total = + +11.47% 10.64% 0.88% (0.06%) 0.82%

Four and One-Half Year Annualized Risk vs Return
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Squares represent membership of  the Public Fund Sponsor Database

PERS Performance and Attribution: 12/31/14 
PERS’s managers collectively added value over 4-1/2 years (gross and net) 

4.5 Years Ended 12/31/14 
Gross: 11.47% 
Net: 11.11 
Target: 10.64 
Net Added: 0.47% 
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Total Asset Class Performance
Four and One-Half Years Ended December 31, 2014
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Pub Pln- Pub Pln- Pub Pln- Public Fund Pub Pln- Public Fund
Dom Equity  Dom Fixed  Intl Equity - Intl Fixed  Real Estate - Cash

(34)(47)

(8)
(36)

(46)
(84)

(30)

(89)

(12)

(98)

(64)(64)

10th Percentile 19.87 6.92 10.70 7.58 16.86 0.74
25th Percentile 19.42 5.80 9.76 6.62 14.88 0.45

Median 18.92 4.83 8.85 4.49 13.76 0.12
75th Percentile 18.28 3.55 7.74 3.20 12.34 0.05
90th Percentile 17.56 2.73 6.59 2.10 11.67 0.01

Asset Class Composite 19.23 7.05 9.08 5.22 15.74 0.09

Composite Benchmark 18.99 5.28 7.03 2.47 10.15 0.09

Weighted
Ranking

27

Asset class composite results 

● All public market asset classes are above their respective medians except for cash 

● Fixed Income was in the 8th percentile, 2.22% above median 

PERS’s asset class results vs. other Public Pension Funds 
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$000s Weight Percent $000s
Asset Class Actual Actual Target Dif f erence Dif f erence
Domestic Equity         476,283   23.3%   21.4%    1.9%          38,345
Domestic Fixed Income         376,960   18.4%   17.0%    1.4%          29,065
International Equity         288,931   14.1%   14.6% (0.5%) (9,849)
Intl Fixed Income          98,805    4.8%    5.0% (0.2%) (3,517)
Real Estate         205,416   10.0%   10.0%    0.0%             772
World Equity         316,767   15.5%   16.0% (0.5%) (10,663)
Priv ate Equity          90,820    4.4%    5.0% (0.6%) (11,502)
Timber          87,653    4.3%    5.0% (0.7%) (14,669)
Inf rastructure          82,854    4.0%    5.0% (1.0%) (19,468)
Cash & Equiv alents          21,951    1.1%    1.0%    0.1%           1,487
Total       2,046,439  100.0%  100.0%

Actual Asset Allocation

Domestic Equity
23%

Domestic Fixed Income
18%

International Equity
14%

Intl Fixed Income
5%

Real Estate
10%

World Equity
15%

Private Equity
4%

Timber
4%

Infrastructure
4%

Cash & Equivalents
1%

TFFR Allocation: 12/31/14 
Target Asset Allocation

Domestic Equity
21%

Domestic Fixed Income
17%

International Equity
15%

Intl Fixed Income
5%Real Estate

10%

World Equity
16%

Private Equity
5%

Timber
5%

Infrastructure
5%

Cash & Equivalents
1%
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Four and One-Half Year Annualized Relative Attribution Effects
Effective Effective Total
Actual Target Actual Target Manager Asset Relative

Asset Class Weight Weight Return Return Effect Allocation Return
Domestic Equity 29% 28% 19.24% 18.97% 0.01% 0.13% 0.13%
Domestic Fixed Income 18% 18% 7.07% 5.31% 0.30% (0.03%) 0.28%
Real Estate 10% 10% 15.74% 12.56% 0.30% 0.04% 0.33%
Timber 4% 4% - - (0.34%) 0.01% (0.33%)
Infrastructure 3% 4% - - 0.21% 0.14% 0.35%
International Equity 18% 18% 9.26% 7.24% 0.40% (0.01%) 0.39%
International Fixed Incom 5% 5% 5.22% 2.47% 0.15% (0.01%) 0.14%
Private Equity 5% 5% 6.67% 6.67% 0.00% (0.06%) (0.06%)
World Equity 8% 8% - - 0.06% (0.05%) 0.01%
Cash & Equivalents 1% 1% 0.09% 0.09% 0.00% (0.02%) (0.02%)

Total = + +11.83% 10.61% 1.09% 0.13% 1.23%

TFFR Performance and Attribution: 12/31/14 
TFFR’s managers collectively added value over 4-1/2 years (gross and net) 

4.5 Years Ended 12/31/14 
Gross: 11.83% 
Net: 11.46 
Target: 10.61 
Net Added: 0.85% 

Four and One-Half Year Annualized Risk vs Return
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Squares represent membership of  the Public Fund Sponsor Database
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Total Asset Class Performance
Four and One-Half Years Ended December 31, 2014
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(33)(47)
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(35)

(39)
(82)

(30)
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(12)

(98)

(64)(64)

10th Percentile 19.87 6.92 10.70 7.58 16.86 0.74
25th Percentile 19.42 5.80 9.76 6.62 14.88 0.45

Median 18.92 4.83 8.85 4.49 13.76 0.12
75th Percentile 18.28 3.55 7.74 3.20 12.34 0.05
90th Percentile 17.56 2.73 6.59 2.10 11.67 0.01

Asset Class Composite 19.24 7.07 9.26 5.22 15.74 0.09

Composite Benchmark 18.97 5.31 7.24 2.47 10.15 0.09

Weighted
Ranking

26

Asset Class Composite Results 

● Public market asset classes are all above their respective medians except cash 
– Cash results match the benchmark annualized return: 9 basis points.  

● Fixed income and real estate returns in top quartile 

TFFR’s asset class results vs. other Public Pension Funds 
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Performance vs Pub Pln- Domestic Equity (Gross)

0%

5%

10%

15%

20%

25%

30%

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

(53)(28)
(47)(61)

(55)(50)

(12)
(52)

(9)
(39)

(23)(49)

(91)
(60)

10th Percentile 6.38 5.86 12.86 23.64 21.29 16.47 8.64
25th Percentile 6.08 5.39 12.03 22.88 20.64 16.01 8.34

Median 5.66 4.93 11.39 22.44 20.14 15.60 8.00
75th Percentile 5.42 4.36 10.57 21.72 19.62 14.98 7.61
90th Percentile 4.92 3.60 9.00 20.39 18.55 14.12 7.15

Domestic Equity 5.62 5.05 11.18 23.52 21.46 16.06 7.04

Domestic
Equity Target 6.00 4.72 11.37 22.36 20.35 15.64 7.80

● The Domestic Equity pool is the greatest source of both investment return and investment risk. 

● The Pension Trust’s domestic equity pool has produced stellar returns over the last 5 years. 

Consolidated Pension Trust’s Domestic Equity 
As of December 31, 2014 

The Pension Trust’s 
Domestic Equity pool 
declined by 43.6% in 
calendar-year 2008. 

 
Since then, results have 
been pretty darn good. 
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Performance vs Pub Pln- International Equity (Gross)
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(38)(68)

(58)(67)

(39)
(70)

(35)

(68)

(38)
(66)

(35)
(77)

(14)
(45)

10th Percentile (2.25) (4.75) 0.22 8.94 12.59 7.45 7.53
25th Percentile (2.70) (6.41) (2.09) 8.25 11.46 6.53 6.58

Median (3.60) (8.26) (3.48) 6.96 10.43 5.61 5.79
75th Percentile (3.84) (9.16) (4.70) 4.78 8.88 4.63 5.03
90th Percentile (4.26) (9.58) (5.62) 2.45 7.19 3.89 3.79

International Equity (3.21) (8.49) (3.00) 7.69 11.05 6.06 7.25

International
Equity Target (3.76) (8.90) (4.25) 5.76 9.56 4.41 5.92

● The Pension Trust’s International Equity pool’s long-term returns exceed index and median peer. 

● An international small cap manager, Wellington, has pulled down recent results.  

Consolidated Pension Trust’s International Equity 
As of December 31, 2014 
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Performance vs Pub Pln- Domestic Fixed (Gross)
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(79)

(15)

(80)

(6)
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(30)

(4)

(39)

(21)

(48)

(5)

(32)

10th Percentile 1.76 2.04 7.57 4.44 6.87 7.33 6.28
25th Percentile 1.49 1.63 6.38 3.15 5.26 6.63 5.90

Median 1.16 1.19 5.66 2.14 3.67 5.64 5.20
75th Percentile 1.06 0.81 4.76 1.50 2.66 4.31 4.36
90th Percentile 0.72 0.24 3.46 1.00 2.08 3.47 3.88

Domestic
Fixed Income 1.72 1.86 7.83 4.81 7.81 6.78 6.93

Domestic Fixed
Income Target 1.02 0.61 4.99 2.73 4.24 5.70 5.64

Consolidated Pension Trust: Domestic Fixed Income 
As of December 31, 2014 

● It may “just” be fixed-income, but the Pension Trust’s program tops the charts! 
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Performance vs Public Fund - International Fixed (Gross)
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(93)

(57)

(84)

(35)

(93)

(42)

(78)

(52)

(91)

(35)

(90)

(38)

(92)

10th Percentile 0.01 0.11 6.67 5.17 7.60 8.09 5.93
25th Percentile (1.26) (2.38) 4.48 1.59 5.27 5.69 5.23

Median (1.64) (4.87) 0.73 (1.45) 3.29 4.38 4.61
75th Percentile (1.64) (6.94) (1.14) (3.01) 1.47 3.23 3.91
90th Percentile (2.27) (8.99) (2.61) (6.54) (0.58) 1.44 3.11

International
Fixed Income (1.58) (5.19) 1.43 (1.22) 2.40 4.76 4.88

International
Fixed Income Target (2.99) (8.21) (3.08) (3.08) (0.75) 1.38 2.91

Consolidated Pension Trust: International Fixed Income 
As of December 31, 2014 

● The International Fixed Income allocation has been ahead of index in four of the last five years. 

● Results are ahead of index and peer group median over periods greater than five years. 
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Consolidated Pension Trust: International Fixed Income 

● UBS has ranked below median in each of the last five calendar years. 

● UBS has trailed it benchmark index in four of the last five years. 

● SIB’s investment staff have placed UBS on your watch list, rightfully so. 

UBS: What have they done for SIB lately? 

Performance vs CAI Non-U.S. Fixed-Inc Style (Gross)
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(82)(77) (53)(41)

(53)(57) (81)(69) (90)(89)

10th Percentile 3.60 (0.25) 14.10 8.42 11.97
25th Percentile 1.27 (2.04) 6.88 6.17 8.71

Median (1.83) (3.78) 5.49 5.08 7.37
75th Percentile (3.00) (5.98) 1.70 3.91 6.34
90th Percentile (4.73) (7.02) 1.19 3.49 4.74

UBS Global
Asset Mgmt. (3.58) (4.35) 4.87 3.85 4.60

Blended Benchmark (3.09) (3.08) 4.09 4.36 4.95
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Quarterly Change in Market Values 

● Both pension funds experienced increases in Total Fund value 
– Returns in domestic equity drove investment gain in PERS. 
– TFFR withdrew money from the fund but experienced significant investment gains. 

● Global Equities and Domestic Equity experienced gains during the quarter. 

● Domestic Fixed-Income, Real Estate, and Private Equity all posted positive returns during Q4. 

As of December 31, 2014 

Fund Ending Mkt. Value Net Cash Flow
Investment Gain 

(Loss)
Change in Market 

Value

NDPERS 2,345,979,926$      1,012,126$     37,809,384$        38,821,510$         

NDTFFR 2,046,439,455$      (6,204,420)$    32,729,109$        26,524,689$         

Quarter Ended December 31, 2014



Consolidated Insurance Trust 
Quarterly Review 
• Workforce Safety & Insurance 
• Legacy Fund 
• Budget Stabilization Fund 
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$000s Weight Percent $000s
Asset Class Actual Actual Target Dif f erence Dif f erence
Large Cap         865,411   16.5%   16.5%    0.0%           1,235
Small Cap         317,465    6.1%    5.9%    0.2%           8,456
International Equity         725,419   13.9%   14.2% (0.3%) (18,296)
Domestic Fixed Income      1,960,801   37.4%   37.5% (0.1%) (3,237)
Div ersif ied Real Assets         467,222    8.9%    9.0% (0.1%) (4,147)
Short Term Fixed Income        558,285   10.7%   10.8% (0.1%) (7,358)
Cash & Equiv alents          88,456    1.7%    1.4%    0.3%          15,132
Real Estate         254,374    4.9%    4.7%    0.2%           8,215
Total       5,237,432  100.0%  100.0%

Target Asset Allocation

Large Cap
17%

Small Cap
6%

International Equity
14%

Domestic Fixed Income
38%

Diversified Real Assets
9%

Short Term Fixed Income
11%

Cash & Equivalents
1%

Real Estate
5%

Actual Asset Allocation

Large Cap
17%

Small Cap
6%

International Equity
14%

Domestic Fixed Income
37%

Diversified Real Assets
9%

Short Term Fixed Income
11%

Cash & Equivalents
2%

Real Estate
5%

Consolidated Insurance Trust Allocation: 12/31/14 
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$000s Weight Percent $000s
Asset Class Actual Actual Target Dif f erence Dif f erence
Large Cap Equity         206,636   12.1%   12.0%    0.1%           1,358
Small Cap Equity          71,053    4.2%    4.0%    0.2%           2,627
International Equity         149,251    8.7%    9.0% (0.3%) (4,707)
Domestic Fixed Income         904,702   52.9%   53.0% (0.1%) (1,941)
Div ersif ied Real Assets         251,473   14.7%   15.0% (0.3%) (5,124)
Real Estate         108,811    6.4%    6.0%    0.4%           6,172
Cash & Equiv alents          18,721    1.1%    1.0%    0.1%           1,615
Total       1,710,648  100.0%  100.0%

Target Asset Allocation

Large Cap Equity
12%

Small Cap Equity
4%
International Equity

9%

Domestic Fixed Income
53%

Diversified Real Assets
15%

Real Estate
6%

Cash & Equivalents
1%

Actual Asset Allocation

Large Cap Equity
12%

Small Cap Equity
4%
International Equity

9%

Domestic Fixed Income
53%

Diversified Real Assets
15%

Real Estate
6%

Cash & Equivalents
1%

WSI Allocation: 12/31/14 
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Four and One-Half Year Annualized Relative Attribution Effects

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

Large Cap Equity

Small Cap Equity

Domestic Fixed Income

Real Estate

International Equity

Diversified Real Assets

Cash & Equivalents

Total

Manager Effect Asset Allocation Total

Four and One-Half Year Annualized Relative Attribution Effects

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

Asset Class Weight Weight Return Return Ef f ect Allocation Return
Large Cap Equity 10% 10% 20.01% 19.26% 0.08% 0.07% 0.15%
Small Cap Equity 4% 3% 19.47% 17.93% 0.05% (0.01%) 0.04%
Domestic Fixed Income 51% 51% 7.09% 3.75% 1.76% (0.06%) 1.70%
Real Estate 6% 6% 18.89% 12.56% 0.37% 0.03% 0.39%
International Equity 7% 7% 9.46% 8.05% 0.10% (0.04%) 0.06%
Div ersif ied Real Assets 21% 21% 5.47% 6.19% (0.14%) (0.00%) (0.15%)
Cash & Equiv alents 1% 1% 0.19% 0.09% 0.00% 0.01% 0.01%

Total = + +9.34% 7.14% 2.21% (0.01%) 2.21%

WSI Performance and Attribution: 12/31/14 

WSI Total Fund results 
better than benchmark 

due to managers’ returns 
higher than their indices. 
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Target Asset Allocation

Large Cap Equity
22%

Small Cap Equity
8%

International Equity
20%

Domestic Fixed Income
35%

Diversified Real Assets
7%

Short Term Fixed Income
3%

Real Estate
5%

Actual Asset Allocation

Large Cap Equity
22%

Small Cap Equity
8%

International Equity
20%

Domestic Fixed Income
35%

Diversified Real Assets
7%

Short Term Fixed Income
3%

Cash & Equivalents
0%

Real Estate
5%

Legacy Fund Allocation: 12/31/14 

$000s Weight Percent $000s
Asset Class Actual Actual Target Dif f erence Dif f erence
Large Cap Equity         553,532   22.0%   22.0%    0.0% (113)
Small Cap Equity         190,232    7.6%    7.6%    0.0% (20)
International Equity         487,534   19.4%   19.4%    0.0%              75
Domestic Fixed Income         703,803   28.0%   28.0%    0.0% (81)
Div ersif ied Real Assets         141,602    5.6%    5.6%    0.0% (81)
Short Term Fixed Income        311,667   12.4%   12.5% (0.1%) (2,652)
Cash & Equiv alents           2,573    0.1%    0.0%    0.1%           2,573
Real Estate         125,625    5.0%    5.0%    0.0%              49
Total       2,516,568  100.0%  100.0%
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Actual Historical Asset Allocation
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20% 20%

30% 30%
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80% 80%

90% 90%

100% 100%

2012 2013 2014

Cash & Equivalents
Short Term Fixed Income
Real Estate
Diversified Real Assets
Domestic Fixed Income
International Equity
Small Cap Equity
Large Cap Equity

Legacy Fund: The Implementation of Strategic Allocation 

● The Legacy Fund’s asset allocation policy has been implemented in a prudent, orderly manner. 

● The three-year returns are better than benchmark, due chiefly to the short term bond results. 

Three years as of 
December 31, 2014 
Fund: 3.13% 
Target: 2.16% 

Annualized Return 

As of December 31, 2014 
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$000s Weight Percent $000s
Asset Class Actual Actual Target Dif f erence Dif f erence
Short Term Fixed Income        480,252   81.5%   81.6% (0.1%) (565)
BND CDs         102,974   17.5%   17.5%    0.0%              30
Cash & Equiv alents           6,372    1.1%    1.0%    0.1%             535
Total         589,598  100.0%  100.0%

Target Asset Allocation

Short Term Fixed Income
82%

BND CDs
17%

Cash & Equivalents
1%

Actual Asset Allocation

Short Term Fixed Income
81%

BND CDs
17%

Cash & Equivalents
1%

Budget Stabilization Fund Allocation: 12/31/14 
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Four and One-Half Year Annualized Relative Attribution Effects

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

Asset Class Weight Weight Return Return Ef f ect Allocation Return
BND CDs 25% 16% 3.70% 1.26% 0.55% 0.36% 0.91%
Short Term Fixed Income70% 55% 1.97% 1.07% 0.67% 0.39% 1.06%
Cash & Equiv alents 5% 29% 0.19% 0.09% 0.01% 0.00% 0.01%

Total = + +2.33% 0.34% 1.23% 0.75% 1.98%

Four and One-Half Year Annualized Relative Attribution Effects

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

BND CDs
0.55%

0.36%
0.91%

Short Term Fixed Income
0.67%

0.39%
1.06%

Cash & Equivalents
0.01%
0.00%
0.01%

Total
1.23%

0.75%
1.98%

Manager Effect Asset Allocation Total

Budget Stabilization Fund Overview 
As of December 31, 2014 

WOW! 
Everything is 

working nicely. 
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Cumulative and Quarterly Relative Return vs Domestic Equity Target
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Consolidated Insurance Trust: Domestic Equity 
As of December 31, 2014 

● Since the 2008 financial crisis, the Insurance Trust’s domestic equity pool has done very well. 

● The five-year annualized return through 12/31/14 was 16.49% versus a target return of 15.65%. 

● 2011 is the single year of underperformance: -1.01% versus 0.58%. 
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Performance vs Pub Pln- International Equity (Gross)
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Last Quarter Fiscal YTD Last Last 2 Years Last 3 Years Last 5 Years Last 7 Years Last 10 Years
Year

(33)
(48)

(67)(78)

(73)(79)

(8)
(29)

(8)
(38)

(22)
(68)

(39)
(77)

(64)(85)

10th Percentile (2.25) (4.75) 0.22 8.94 12.59 7.45 1.80 7.53
25th Percentile (2.70) (6.41) (2.09) 8.25 11.46 6.53 0.92 6.58

Median (3.60) (8.26) (3.48) 6.96 10.43 5.61 0.35 5.79
75th Percentile (3.84) (9.16) (4.70) 4.78 8.88 4.63 (0.44) 5.03
90th Percentile (4.26) (9.58) (5.62) 2.45 7.19 3.89 (2.02) 3.79

International Equity (2.75) (8.90) (4.50) 9.65 12.79 6.71 0.55 5.37

International
Equity Target (3.57) (9.24) (4.90) 8.06 11.06 5.01 (0.47) 4.68

Consolidated Insurance Trust: International Equity 
As of December 31, 2014 

● The Insurance Trust’s International Equity program has done very well over the last five years. 

The seven and 10-
year returns include 

the effect of the 
2008-09 decline. 
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Portfolio Characteristics Percentile Rankings
Rankings Against CAI Non-U.S. Equity Style
as of December 31, 2014
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Weighted Median Price/Fore- Price/Book Forecasted Div idend MSCI
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(96)

(38)

(73)

(44)

(80)

(61)

(42)

(75)

(38)

(26)

(70)
(63)

10th Percentile 46.39 16.25 2.43 13.75 3.27 0.70
25th Percentile 40.90 14.63 2.04 12.29 2.95 0.45

Median 30.07 13.89 1.72 10.71 2.54 0.13
75th Percentile 23.18 12.78 1.47 8.93 2.21 (0.14)
90th Percentile 12.34 11.92 1.20 7.87 1.95 (0.42)

International Equity 9.53 12.87 1.40 11.37 2.72 (0.09)

MSCI EAFE Index 35.17 14.14 1.65 8.94 2.94 0.01

● The International Equity Pool is significantly tilted toward small cap with the expectation of higher 
long—term returns to be achieved by emphasizing that segment of the international markets. 

● Over the last year, small cap has lagged large cap, resulting in trailing performance for NDSIB. 

Consolidated Insurance Trust: International Equity 
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Performance vs Pub Pln- Domestic Fixed (Gross)
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(21)
(9) (19)

(12)

(7)

(42)

(16)

(61)

(11)

(75)

(5)

(74)

(8)

(68)

(20)

(72)

10th Percentile 1.76 2.04 7.57 4.44 6.87 7.33 6.88 6.28
25th Percentile 1.49 1.63 6.38 3.15 5.26 6.63 6.15 5.90

Median 1.16 1.19 5.66 2.14 3.67 5.64 5.37 5.20
75th Percentile 1.06 0.81 4.76 1.50 2.66 4.31 4.51 4.36
90th Percentile 0.72 0.24 3.46 1.00 2.08 3.47 3.52 3.88

Domestic
Fixed Income 1.55 1.75 7.71 3.86 6.60 7.74 6.93 6.02

Domestic Fixed
Inc. Target 1.79 1.96 5.97 1.89 2.66 4.45 4.77 4.73

Consolidated Insurance Trust: Domestic Fixed Income 
As of December 31, 2014 

● Fixed Income has been a large and exceptionally well-performing asset in the Insurance Trust. 
– Within the Consolidated Insurance Trust, Fixed Income and cash are 50% of the Total Fund’s market value. 
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Consolidated Insurance Trust: Infrastructure 
As of December 31, 2014 

• The two infrastructure 

funds have produced 

very strong returns. 

• The JP Morgan fund 

contains less than 1.5% 

of the Consolidated 

Insurance Trust’s total 

market value. 

• The Grosvenor fund 

comprises just 0.39% of 

the Consolidated 

Insurance Trust’s total 

market value. 
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Quarterly Change in Market Value 

● All three funds in the Insurance Trust experienced positive investment returns, due in large 
measure to the significant allocations fixed-income during a period when interest rates fell. 

● The Legacy Fund continues to receive significant cash inflows while the other two funds 
experienced net outflows during the fourth calendar quarter of 2014. 

As of December 31, 2014 

Fund Ending Mkt. Value Net Cash Flow
Investment Gain 

(Loss)
Change in Market 

Value

WSI 1,710,647,794$      (7,969,347)$    32,075,796$        24,106,449$         

Legacy 2,900,881,034$      329,463,529$  54,849,360$        384,312,889$       

Budget Stabilization 589,598,047$        (135,107)$       2,659,722$          2,524,615$          

Quarter Ended December 31, 2014



2015 – 2024  
Capital Market Projections 

Target Allocation Expectations 
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Themes Explored in Setting the 2015 Expectations 

● Most asset classes appear to be at least fairly valued or overpriced. 

● Other than the US, the rest of the world looks weak. 
– US economic outlook is positive 
– Europe’s growth is anemic and the fear of deflation is real; Japan is in a similar predicament 
– Some EM countries show potential for growth and valuations appear reasonable. Economic growth will be 

muted relative to past cycles, given weakness in developed ex-US and reliance on commodities. 
– China is undergoing a period of challenging growth. 

● Are yields in the US poised for increase? 
– Interest rates fell in 2014 despite completion of taper and anticipation of Fed policy. 
– Stimulus in Europe and elsewhere has led to even lower yields overseas; US yields even more attractive. 
– Divergent economic progress and rate policies between US and other central banks challenge US policy 

effectiveness. 
– 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 will they 
continue to re-price to reflect weakening expectations? 

● Sharp contrast remains 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. 

What has changed? 
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Economy Update Through December 2014 
That Rebound We’ve Been Talking About? It’s Here (in the US, that is). 

● Hiccup in GDP data suggested sudden stop to growth in the US in the first quarter. 2nd quarter 
growth then came in at 4%, third quarter revised up to 5%, and growth for the year will average 
close to 2.5%. 

● Job market is front and center. Job growth has been very strong – consistent monthly gains in 
excess of 200,000. 

● Labor force participation remains a problem. Labor force matters because it determines the 
unemployment rate, a variable the Fed is keying on for policy moves. 

● Consumer spending is strong, directly contradicting the weak GDP data in the first quarter, and 
supporting the revisions in the third quarter. Inventories have been built in anticipation of even 
stronger spending. 

● Capital market is pricing in an end to Fed accommodation, and the start of actual tightening by the 
third quarter of 2015. 

● Fed is increasing watch on inflationary pressures. Inflation remains benign, but extended monetary 
accommodation around the globe and steadying growth lead to concerns that inflation could spark. 
– Most likely source at the moment – wage growth. 
– How many months of >200,000 job gains can we absorb before the labor market can be considered tight? 
– Wage pressures are NOT currently evident. 

 



Fourth Calendar Quarter 2014 Knowledge. Experience. Integrity. 44 

2015 Capital Market Expectations 
● Broad market bond returns held at 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 (0.75%). 
– Cash returns nudged upward to 2.25% to reflect expected rise in Fed Funds rate. 
– Longer duration returns lowered, reflecting sharp reduction in yields in 2014. 

● Domestic Equity held at 7.60%, 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%:  

– 2.5-3.5% real GDP growth, which means roughly 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 held at 6.15%.  
– Reflects downward pressure on income returns at 4-5% with increased competition for investment. 
– Asset class eyed by those hungering for yield. 

● Hedge Fund return raised to 5.25% 
– Expectations of T-bill plus 3%; reflects increase in cash. 
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2015 Capital Market Expectations—Return and Risk 
Summary of Callan’s Long-Term Capital Market Projections (2015 – 2024)  

Source: Callan Associates 

PROJECTED RETURN PROJECTED 
RISK

2014 - 2023

Asset Class Index
1-Year 

Arithmetic
10-Year 

Geometric* Real
Standard 
Deviation Sharpe Ratio

Projected 
Yield

10-Year 
Geometric*

Standard 
Deviation

Geometric* 
Delta

Equities
Broad Domestic Equity Russell 3000 9.15% 7.60% 5.35% 19.00% 0.363 2.40% 7.60% 19.00% 0.00%
Large Cap S&P 500 8.90% 7.50% 5.25% 18.30% 0.363 2.50% 7.50% 18.30% 0.00%
Small/Mid Cap Russell 2500 10.15% 7.85% 5.60% 22.95% 0.344 1.90% 7.85% 22.95% 0.00%
Global ex-US Equity MSCI ACWI ex USA 9.80% 7.80% 5.55% 21.45% 0.352 2.70% 7.80% 21.45% 0.00%
International Equity MSCI World ex USA 9.25% 7.50% 5.25% 20.20% 0.347 3.00% 7.50% 20.20% 0.00%
Emerging Markets Equity MSCI Emerging Markets 11.45% 7.90% 5.65% 27.95% 0.329 1.70% 7.90% 27.95% 0.00%

Fixed Income
Short Duration Barclays G/C 1-3 2.40% 2.40% 0.15% 2.25% 0.067 2.80% 2.75% 2.25% -0.35%
Domestic Fixed Barclays Aggregate 3.05% 3.00% 0.75% 3.75% 0.213 4.60% 3.00% 3.75% 0.00%
Long Duration Barclays Long G/C 3.75% 3.20% 0.95% 11.40% 0.132 5.30% 4.10% 11.40% -0.90%
TIPS Barclays TIPS 3.10% 3.00% 0.75% 5.30% 0.160 4.20% 3.00% 5.30% 0.00%
High Yield Barclays High Yield 5.50% 5.00% 2.75% 11.10% 0.293 8.00% 5.05% 11.45% -0.05%
Non-US Fixed Barclays Global Aggregate ex US 2.70% 2.30% 0.05% 9.40% 0.048 4.00% 2.75% 9.40% -0.45%
Emerging Market Debt EMBI Global Diversified 5.10% 4.70% 2.45% 10.00% 0.285 6.50% 4.90% 10.65% -0.20%

Other
Real Estate Callan Real Estate 7.35% 6.15% 3.90% 16.50% 0.309 5.00% 6.15% 16.50% 0.00%
Private Equity TR Post Venture Cap 13.55% 8.50% 6.25% 33.05% 0.342 0.00% 8.50% 33.05% 0.00%
Hedge Funds Callan Hedge FoF Database 5.55% 5.25% 3.00% 9.30% 0.355 2.25% 5.10% 8.85% 0.15%
Commodities Bloomberg Commodity 4.40% 2.75% 0.50% 18.50% 0.116 2.25% 3.05% 18.25% -0.30%
Cash Equivalents 90-Day T-Bill 2.25% 2.25% 0.00% 0.90% 0.000 2.25% 2.00% 0.90% 0.25%

Inflation CPI-U 2.25% 1.50% 2.25% 1.50% 0.00%

* Geometric returns are derived from arithmetic returns and the associated risk  (standard deviation).
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2015 Expectations—Correlation Coefficient Matrix 
Key to Constructing Efficient Portfolios 

● 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. 

 

Source: Callan Associates 

Broad Lg Cap Sm/Mid GlobxUS Int'l Eq Emerge 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

Global ex-US Equity 0.882 0.879 0.853 1.000

International Equity 0.852 0.850 0.820 0.986 1.000

Emerging Markets Equity 0.861 0.855 0.840 0.933 0.860 1.000

Defensive -0.240 -0.230 -0.260 -0.254 -0.230 -0.280 1.000

Domestic Fixed -0.107 -0.100 -0.125 -0.118 -0.100 -0.145 0.870 1.000

Long Duration 0.136 0.138 0.121 0.106 0.119 0.069 0.681 0.918 1.000

TIPS -0.050 -0.045 -0.065 -0.051 -0.045 -0.060 0.530 0.580 0.527 1.000

High Yield 0.605 0.605 0.575 0.586 0.570 0.565 -0.170 0.040 0.220 0.030 1.000

Non-US Fixed 0.014 0.050 -0.100 0.013 0.060 -0.090 0.480 0.510 0.542 0.340 0.120 1.000

EMD 0.587 0.590 0.550 0.553 0.530 0.550 -0.120 0.030 0.159 0.170 0.390 0.010 1.000

Real Estate 0.735 0.730 0.715 0.669 0.650 0.645 -0.140 -0.020 0.188 0.005 0.540 -0.050 0.450 1.000

Private Equity 0.943 0.940 0.910 0.927 0.900 0.895 -0.240 -0.180 0.054 -0.090 0.610 -0.060 0.560 0.715 1.000

Hedge Funds 0.764 0.760 0.740 0.730 0.700 0.725 -0.120 0.095 0.272 0.070 0.540 -0.080 0.510 0.585 0.735 1.000

Commodities 0.162 0.160 0.160 0.168 0.160 0.170 -0.220 -0.120 -0.045 0.100 0.100 0.050 0.190 0.200 0.180 0.210 1.000

Cash Equivalents -0.042 -0.030 -0.080 -0.040 -0.010 -0.100 0.300 0.100 -0.049 0.070 -0.110 -0.090 -0.070 -0.060 0.000 -0.070 0.070 1.000

Inflation -0.025 -0.020 -0.040 -0.019 -0.050 0.050 -0.200 -0.280 -0.337 0.160 0.060 -0.150 0.000 0.150 -0.030 0.200 0.400 0.050 1.000
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Asset Mix Alternatives
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10 Yr. Geometric Mean Return
Projected Standard Deviation
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NDSIB’s Current Target Mixes: 10-year projections 
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NDPERS: Time period projections as of 1/1/15  
Greater than 40% probability of achieving an 8% return 
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NDTFFR: Time period projections as of 1/1/15  
Greater than 40% probability of achieving an 8% return 
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WSI: Time period projections as of 1/1/15  
High probability of exceeding the rate of broad inflation (CPI-U) 
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Legacy Fund: Time period projections as of 1/1/15  
High probability of absolute growth (> 0%) over longer projection periods 
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Budget Stabilization: Time period projections as of 1/1/15  
Very small probability of negative investment returns over most periods 
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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, 2014
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Range of Separate Account Manager Returns by Asset Class
One Year Ended December 31, 2014
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Μοmεντυm Βυιλδσ  

ΠΡΙςΑΤΕ ΕΘΥΙΤΨ

ςελοχιτψ ιν τηε πριϖατε 

εθυιτψ mαρκετ χοντινυεδ 

ιν 2014, δριϖεν βψ στρονγ 

λιθυιδιτψ ανδ αν αχτιϖε φυνδραισινγ 

ενϖιρονmεντ. Τηε ονλψ mεασυρε 

τηατ διππεδ φορ τηε ψεαρ ωασ τηε 

αννουνχεδ δολλαρ ϖολυmε οφ βυψ−

ουτσ, ωηιχη ισ α ϖολατιλε, τρανσαχ−

tion-dependent igure.

 

Wαρψ Εψεσ ον 2015 

ΝΟΝ−Υ.Σ. ΕΘΥΙΤΨ

Μαρκετ ωοεσ ανδ τυm−

βλινγ οιλ πριχεσ ωειγηεδ 

ον ιντερνατιοναλ mαρ−

κετσ, σενδινγ τηε ΜΣΧΙ ΑΧWΙ 

εξ ΥΣΑ Ινδεξ δοων 3.81%. Α 

τουγη Dεχεmβερ ηιτ τηε χοmmοδ−

ιτιεσ−δεπενδεντ ΜΣΧΙ Εmεργινγ 

Μαρκετσ Ινδεξ (−4.44%) ωορσε τηαν 

ιτσ δεϖελοπεδ χουντερπαρτ (ΜΣΧΙ 

Wορλδ εξ ΥΣΑ Ινδεξ: −3.69%).

 

Σηακε Ιτ Οφφ 

ΗΕDΓΕ ΦΥΝDΣ

Ροβυστ συππλψ ανδ φραγ−

ιλε δεmανδ στρεσσεδ 

τηε χαπιταλ mαρκετσ. 

Τηε Χρεδιτ Συισσε Ηεδγε Φυνδ 

Ινδεξ (ΧΣ ΗΦΙ) ροσε 0.70%, ωηιλε 

τηε mεδιαν mαναγερ ιν τηε Χαλλαν 

Ηεδγε Φυνδ−οφ−Φυνδσ Dαταβασε 

αδϖανχεδ 0.70%, νετ οφ αλλ φεεσ.

Τουγη Τηιρδ Θυαρτερ 

φορ DΧ

DΕΦΙΝΕD ΧΟΝΤΡΙΒΥΤΙΟΝ

Ιν τηε τηιρδ θυαρτερ οφ 

2014, τηε Χαλλαν DΧ 

Index™ saw its irst 
λοσσ σινχε mιδ−2012, δεχλινινγ 

1.08% ασ τηε εθυιτψ mαρκετσ�παρ−

τιχυλαρλψ σmαλλ χαπ ανδ νον−Υ.Σ. 

εθυιτιεσ�στρυγγλεδ.

 

Ονωαρδ ανδ Υπωαρδ 

ΡΕΑΛ ΕΣΤΑΤΕ

Τηε ΝΧΡΕΙΦ Προπερτψ 

Ινδεξ αδϖανχεδ 3.04% 

φορ τηε θυαρτερ ανδ 

11.82% φορ τηε ψεαρ. Τηε Ινδεξ 

τραχκεδ 282 τρανσαχτιονσ ρεπρεσεντ−

ινγ ∃8.0 βιλλιον δυρινγ τηε θυαρτερ, 

ωελλ αηεαδ οφ τηε ∃4.9 βιλλιον 10−ψεαρ 

θυαρτερλψ τρανσαχτιον αϖεραγε.

Τηε Υνιτεδ Στατεσ  

οφ Αλπηα

ΦΥΝD ΣΠΟΝΣΟΡ

Αχχορδινγ το τηε 

Χαλλαν Φυνδ Σπονσορ 

Dαταβασε, mεδιαν θυαρ−

τερλψ περφορmανχε φορ αλλ φυνδ τψπεσ 

ωασ σλιγητλψ ποσιτιϖε. Ενδοωmεντσ/

φουνδατιονσ ανδ πυβλιχ φυνδσ ωερε 

υπ 1.82% ανδ 1.86%, ρεσπεχτιϖελψ, 

ωηιλε χορπορατεσ ανδ Ταφτ−Ηαρτλεψ 

φυνδσ βοτη γαινεδ 2.01%.

Κνοωλεδγε. Εξπεριενχε. Ιντεγριτψ.

Βροαδ Μαρκετ Θυαρτερλψ Ρετυρνσ 

Φουρτη Θυαρτερ 2014

Cash (90-Day T-Bills)

U.S. Equity (Russell 3000)

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

Emerging Equity (MSCI Em. Mkts.)

U.S. Fixed (Barclays Aggregate)

Non-U.S. Fixed (Citi Non-U.S.)

Real Estate (NCREIF Property)

Hedge Funds (CS HFI)

Commodities (Bloomberg)

Sources: Barclays, Citigroup, Credit Suisse Hedge Index, Merrill Lynch, MSCI, NCREIF, 

Russell Investment Group, S&P Dow Jones

+1.79%

-2.91%

+3.04%

+0.70%

0.00%

-12.10%

+5.24%

-3.81%

-4.44%

 

Αmεριχαν Dρεαm

Υ.Σ. ΕΘΥΙΤΨ

Υ.Σ. εθυιτιεσ ενδεδ τηε 

ψεαρ ον α στρονγ νοτε. 

Τηε Σ&Π 500 Ινδεξ 

ποστεδ ποσιτιϖε θυαρτερλψ (+4.93%) 

ανδ αννυαλ ρετυρνσ (+13.69%). 

Tailwinds included low inlation, 
λοω ιντερεστ ρατεσ, ανδ λοω ενεργψ 

πριχεσ.

Dοωνσηιφτινγ ορ  

Dισαπποιντινγ? 

Υ.Σ. ΕΧΟΝΟΜΨ

ΓDΠ γαινεδ αν υνεξ−

πεχτεδλψ mοδερατε 2.6% 

ιν τηε φουρτη θυαρτερ, 

περηαπσ αν ινεϖιταβλε δοωνσηιφτ το 

α mορε συσταιναβλε ρατε οφ γροωτη. 

Οιλ πριχεσ πλυνγεδ, ανδ τηε ωινδφαλλ 

το χονσυmερσ βεγαν σηοωινγ υπ ιν 

φουρτη−θυαρτερ σπενδινγ.

6
Π Α Γ Ε

2
Π Α Γ Ε

19
Π Α Γ Ε

 

Ενδινγ ον α Ηιγη Νοτε

Υ.Σ. ΦΙΞΕD ΙΝΧΟΜΕ

Τηε Υ.Σ. βονδ mαρ−

κετσ ινχηεδ φορωαρδ ασ 

Τρεασυριεσ, ινϖεστmεντ−

γραδε χορπορατεσ, ανδ σεχυριτιζεδ 

βονδσ αλλ ποστεδ ποσιτιϖε ρετυρνσ. 

Τηε Βαρχλαψσ Αγγρεγατε Ινδεξ 

χλιmβεδ 1.79%, ωηιλε τηε Βαρχλαψσ 

Χορπορατε Ηιγη Ψιελδ Ινδεξ 

δροππεδ 1.00%.

9
Π Α Γ Ε

4
Π Α Γ Ε

 

Delation Demons
ΝΟΝ−Υ.Σ. ΦΙΞΕD ΙΝΧΟΜΕ 

Delationary concerns, 
ωεακενινγ χυρρενχιεσ, 

ανδ φυρτηερ βιφυρχατιον 

αmονγ ωορλδ εχονοmιεσ χοντινυεδ 

το ωειγη ον φορειγν βονδ ρετυρνσ. 

Τηε υνηεδγεδ Χιτι Νον−Υ.Σ. Wορλδ 

Γοϖερνmεντ Βονδ Ινδεξ (WΓΒΙ) 

τυmβλεδ 2.91%.

15
Π Α Γ Ε

12
Π Α Γ Ε

20
Π Α Γ Ε

21
Π Α Γ Ε

17
Π Α Γ Ε

ΧΑΛΛΑΝ 
ΙΝςΕΣΤΜΕΝΤΣ 
ΙΝΣΤΙΤΥΤΕ Χαπιταλ 

Μαρκετ  
Ρεϖιεω
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Dοωνσηιφτινγ ορ Dισαπποιντινγ? 

Υ.Σ. ΕΧΟΝΟΜΨ |  ϑαψ Κλοεπφερ

Γροωτη ιν τηε Υ.Σ. εχονοmψ ωεντ ον α βιτ οφ α ωιλδ ριδε τηισ 

past year. GDP surprised everyone by falling in the irst quar−
τερ, χλιmβινγ σηαρπλψ ιν τηε σεχονδ ανδ τηιρδ θυαρτερσ, ανδ τηεν 

inishing the year with an unexpectedly moderate 2.6% gain in 
τηε φουρτη θυαρτερ. Στρονγ υπωαρδ ρεϖισιονσ το ΓDΠ ιν τηε σεχ−

ονδ ανδ τηιρδ θυαρτερσ, το 4.6% ανδ 5%, ρεσπεχτιϖελψ, βυοψεδ 

ηοπεσ τηατ τηερε ωουλδ βε ανοτηερ ρεπορτ  οφ ροβυστ γροωτη 

ιν τηε φουρτη θυαρτερ. Wηιλε δισαπποιντινγ το τηοσε λοοκινγ φορ 

ανοτηερ 5% θυαρτερ, τηε 2.6% γαιν χαν βε ϖιεωεδ ασ αν ινεϖι−

ταβλε δοωνσηιφτ το α mορε συσταιναβλε ρατε οφ γροωτη, γιϖεν τηε 

γλοβαλ ηεαδωινδσ βυφφετινγ τηε Υ.Σ. εχονοmψ.

Οιλ πριχεσ πλυνγεδ δυρινγ τηε σεχονδ ηαλφ οφ 2014, ανδ τηε ωινδ−

φαλλ το χονσυmερσ βεγαν σηοωινγ υπ ιν φουρτη−θυαρτερ σπενδινγ. 

Wιτη τηε αϖεραγε ηουσεηολδ εστιmατεδ το σπενδ οϖερ ∃3,000 

περ ψεαρ ον γασολινε, α δροπ ιν τηε αϖεραγε πριχε οφ γασ φροm 

νορτη οφ ∃3.50 περ γαλλον το ∃2.50 περ γαλλον αδδσ ∃1,000 περ 

ψεαρ βαχκ ιντο χονσυmερσ� ωαλλετσ. Στατεδ ανοτηερ ωαψ, εαχη 

∃10/βαρρελ δροπ ιν τηε πριχε οφ οιλ χρεατεσ αν εστιmατεδ ∃23 

βιλλιον γασολινε διϖιδενδ φορ χονσυmερσ; ιφ γασ πριχεσ ηολδ ατ 

αρουνδ ∃2.50 φορ τηε ψεαρ, τηισ διϖιδενδ ωουλδ αmουντ το αβουτ 

∃125 βιλλιον.

Αφτερ λαγγινγ τηε ροβυστ οϖεραλλ ΓDΠ γροωτη ρατεσ ρεχορδεδ 

ιν τηε σεχονδ ανδ τηιρδ θυαρτερσ, χονσυmπτιον�φυελεδ βψ τηε 

γασ διϖιδενδ�συργεδ 4.3% ιν τηε φουρτη θυαρτερ, ωελλ αηεαδ 

οφ ΓDΠ. Dυραβλε γοοδσ νοτχηεδ ανοτηερ στρονγ θυαρτερ, γαιν−

ινγ 7.4% αφτερ ρισινγ 14.1% ιν τηε σεχονδ θυαρτερ ανδ 9.2% ιν 

τηε τηιρδ. Ηοωεϖερ, τηε ρετυρν οφ γροωτη ιν σερϖιχεσ (+3.7%) 

ρεαλλψ ηελπεδ πυση χονσυmπτιον υπ ανδ αλσο νυδγεδ τοταλ ΓDΠ. 

Χουντερινγ ροβυστ χονσυmπτιον, τηε δοωνσηιφτ ιν ΓDΠ γροωτη 

relected an upturn in imports, which are a subtraction in the 
χαλχυλατιον οφ ΓDΠ. Αδδιτιοναλ χοντριβυτινγ φαχτορσ ινχλυδεδ α 

marked slowdown in nonresidential ixed investment (primarily 
εθυιπmεντ), σοφτενινγ γροωτη ιν εξπορτσ, ανδ α σηαρπ δεχλινε 

(−7.5%) ιν φεδεραλ γοϖερνmεντ σπενδινγ�ιν παρτιχυλαρ, α 12.5% 

δροπ ιν δεφενσε σπενδινγ.

Τηε Υ.Σ. δολλαρ ροσε αγαινστ τηε χυρρενχιεσ οφ mοστ οφ ιτσ τραδ−

ινγ παρτνερσ ασ προσπεχτσ φορ γροωτη φαδεδ ιν τηε δεϖελοπεδ 

mαρκετσ ανδ τηε ευρο ζονε εmβαρκεδ ον ανοτηερ ρουνδ οφ 

θυαντιτατιϖε εασινγ. Τηε ρισινγ δολλαρ ανδ φαλλινγ οιλ πριχεσ ηαϖε 

begun to show up in U.S. trade igures and could become more 
προνουνχεδ ασ 2015 υνφολδσ. Βοτη φαλλινγ οιλ πριχεσ ανδ τηε 

στρονγ δολλαρ λοωερ τηε χοστ οφ ιmπορτσ ιν Υ.Σ. δολλαρσ, ωηιχη 

ηασ αλρεαδψ σπυρρεδ γρεατερ δεmανδ. Wηετηερ τηε δεmανδ 

ωιλλ χοντινυε το πυση τηε οϖεραλλ ϖαλυε οφ ιmπορτσ υπ ισ υνχλεαρ.  
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3Κνοωλεδγε. Εξπεριενχε. Ιντεγριτψ.

Υ.Σ. ΕΧΟΝΟΜΨ (Χοντινυεδ)

Τηε στρονγ δολλαρ αλσο ραισεδ τηε χοστ οφ Υ.Σ. γοοδσ οϖερσεασ. 

Τηε πριχε ινχρεασε, χοmβινεδ ωιτη ρενεωεδ ωεακνεσσ ιν τηε 

ευρο ζονε εχονοmψ, σλοωεδ Υ.Σ. εξπορτσ ιν τηε φουρτη θυαρτερ.

Τηε πλυνγε ιν οιλ πριχεσ ισ σηοωινγ υπ ιν ηεαδλινε ΧΠΙ ανδ τηε 

consumption delator used by the Federal Reserve for policy 
γυιδανχε. Τηε ΧΠΙ−Αλλ Υρβαν�τηε mοστ ωιδελψ ωατχηεδ mεα−

sure of consumer price inlation—turned negative on a quarterly 
βασισ ιν βοτη τηε τηιρδ ανδ φουρτη θυαρτερσ οφ 2014. Ιτ σλιππεδ το 

αν αννυαλ ρατε οφ λεσσ τηαν 1% ιν τηε φουρτη θυαρτερ, τηε λοω−

est since 2009. The consumption delator turned negative on 
αν αννυαλ βασισ ιν τηε φουρτη θυαρτερ, ραισινγ θυεστιονσ αβουτ 

whether we are witnessing the onset of delation. Subtracting 
ουτ φοοδ ανδ ενεργψ, ηοωεϖερ, τηε χορε mεασυρεσ οφ βοτη ΧΠΙ 

and the consumption delator remain closer to the Fed’s target 
οφ 2%, αλτηουγη βοτη mεασυρεσ δριφτεδ δοων δυρινγ τηε σεχονδ 

half of 2014. The specter of delation looms much larger in the 
ευρο ζονε, ωηερε τηε οϖεραλλ Ηαρmονιζεδ Ινδεξ οφ Χονσυmερ 

Πριχεσ ασ ρελεασεδ βψ τηε ΕΧΒ ηασ φαλλεν στεαδιλψ φροm 3% ατ 

τηε ενδ οφ 2010 το ϕυστ βελοω ζερο ιν Dεχεmβερ 2014. Ρατεσ φορ 

αλλ χουντριεσ ιν τηε ευρο ζονε αρε βελοω 1%, ωιτη τηε γρεατεστ 

δεχλινε οφ 2.5% mεασυρεδ ιν Γρεεχε. 

Ον τηε ποσιτιϖε σιδε οφ τηε εχονοmιχ λεδγερ, τηε ϕοβ mαρκετ 

ηασ βεχοmε ινχρεασινγλψ ροβυστ, γενερατινγ νεω ϕοβσ ατ α ρατε 

χλοσε το 200,000 περ mοντη φορ mυχη οφ 2014. Τηε υνεmπλοψ−

mεντ ρατε φελλ βελοω 6% ιν τηε φουρτη θυαρτερ, ονχε τηε ταργετ 

ρατε φορ τηε Φεδεραλ Ρεσερϖε�σ πολιχψ ον mονεταρψ εασινγ. ϑοβ 

γροωτη ηασ χλεαρλψ χοντριβυτεδ το τηε δεχλινε ιν υνεmπλοψmεντ, 

βυτ α περσιστεντ ανδ τρουβλινγ δεχλινε ιν λαβορ φορχε παρτιχιπα−

τιον ηασ βεεν παρτ οφ τηε ρεασον ασ ωελλ, ασ δισχουραγεδ ωορκ−

ερσ ηαϖε ωιτηδραων φροm τηε λαβορ φορχε. Dεσπιτε τηε 200,000 

περ mοντη γαινσ, ωαγε ινχρεασε πρεσσυρεσ ηαϖε ψετ το αππεαρ, 

ανδ τηε εmπλοψmεντ χοστ ινδεξ ηασ ρεmαινεδ συβδυεδ ατ αν 

αννυαλ ρατε χλοσε το 2%.

Τηε Λονγ−Τερm ςιεω  

2014

4τη Θτρ

Περιοδσ ενδεδ Dεχεmβερ 31, 2014

Ινδεξ Ψεαρ 5 Ψρσ 10 Ψρσ 25 Ψρσ

Υ.Σ. Εθυιτψ

Ρυσσελλ 3000 5.24 12.56 15.63 7.94 9.78

Σ&Π 500 4.93 13.69 15.45 7.67 9.62

Ρυσσελλ 2000 9.73 4.89 15.55 7.77 9.75

Νον−Υ.Σ. Εθυιτψ

ΜΣΧΙ ΕΑΦΕ −3.57 −4.90 5.33 4.43 4.31

ΜΣΧΙ ΕΜ −4.44 −1.82 2.11 8.78 8.83

Σ&Π Εξ−Υ.Σ. Σmαλλ Χαπ −2.59 −3.42 8.52 6.84 5.48

Φιξεδ Ινχοmε

Βαρχλαψσ Αγγρεγατε 1.79 5.97 4.45 4.71 6.49

3−Μοντη Τ−Βιλλ 0.00 0.03 0.09 1.54 3.24

Βαρχλαψσ Λονγ Γ/Χ 5.60 19.31 9.81 7.36 8.49

Χιτι Νον−Υ.Σ. Γοϖτ −2.91 −2.68 0.85 2.64 6.21

Ρεαλ Εστατε

ΝΧΡΕΙΦ Προπερτψ 3.04 11.82 12.13 8.38 7.61

ΦΤΣΕ ΝΑΡΕΙΤ Εθυιτψ 14.20 30.14 16.88 8.31 11.25

Αλτερνατιϖεσ

ΧΣ Ηεδγε Φυνδ 0.70 4.13 5.88 5.82 −

Χαmβριδγε ΠΕ∗ − 23.46 17.80 13.72 15.50

Βλοοmβεργ Χοmmοδιτψ −12.10 −17.01 −5.53 −1.86 −

Γολδ Σποτ Πριχε −2.27 −1.51 1.55 10.45 4.38

Inlation � ΧΠΙ−Υ −1.35 0.76 1.69 2.12 2.52

*Private equity data is time-weighted return series as of  June 30, 2014.

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

Investment Group, Standard & Poor’s, Thomson/Cambridge.

Ρεχεντ Θυαρτερλψ Ινδιχατορσ

Εχονοmιχ Ινδιχατορσ 4Θ14 3Θ14 2Θ14 1Θ14 4Θ13 3Θ13 2Θ13 1Θ13

Εmπλοψmεντ Χοστ�Τοταλ Χοmπενσατιον Γροωτη 2.2% 2.2% 2.0% 1.8% 2.0% 1.9% 1.9% 1.9%

Νονφαρm Βυσινεσσ�Προδυχτιϖιτψ Γροωτη 0.9%∗ 2.3% 2.9% −4.5% 3.3% 3.6% 0.5% 0.8%

ΓDΠ Γροωτη 2.6% 5.0% 4.6% −2.1% 3.5% 4.5% 1.8% 2.7%

Μανυφαχτυρινγ Χαπαχιτψ Υτιλιζατιον 77.5% 77.1% 76.2% 78.4% 76.4% 76.0% 75.9% 76.0%

Χονσυmερ Σεντιmεντ Ινδεξ (1966=100)  89.8  83.0  82.8  80.9  76.9  81.6 81.7  76.7 

*Estimate

Sources: Bureau of  Economic Analysis, Bureau of  Labor Statistics, Federal Reserve, Reuters/University of  Michigan 
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Τηε Υνιτεδ Στατεσ οφ Αλπηα

ΦΥΝD ΣΠΟΝΣΟΡ |  Ιρινα Συσηχη

Ιν γενεραλ, τηε Υ.Σ. πυβλιχ mαρκετσ ηαδ α σολιδ θυαρτερ. Dεσπιτε 

low inlation, low interest rates, and crashing energy prices, 
τηε εχονοmιχ πιχτυρε ιν τηε Υ.Σ. ιmπροϖεδ ρελατιϖε το τηε ευρο 

zone and emerging markets. U.S. equities signiicantly outper−
φορmεδ νον−Υ.Σ. εθυιτιεσ (Ρυσσελλ 3000 Ινδεξ: +5.24%; ΜΣΧΙ 

ΑΧWΙ εξ ΥΣΑ Ινδεξ: -3.81%). Yield curves lattened for the 
φουρτη χονσεχυτιϖε θυαρτερ, ανδ γλοβαλ δεmανδ ροσε φορ Υ.Σ. 

βονδσ. Τηε Βαρχλαψσ Αγγρεγατε Ινδεξ γαινεδ 1.79% ωηιλε 

τηε Χιτι Νον−Υ.Σ. Wορλδ Γοϖερνmεντ Βονδ Ινδεξ−Υνηεδγεδ 

δροππεδ 2.91%.

Ασ σεεν ιν τηε Χαλλαν Φυνδ Σπονσορ Θυαρτερλψ Ρετυρνσ χηαρτ, 

αλλ φυνδ τψπεσ mαναγεδ το γενερατε ποσιτιϖε, αλβειτ σmαλλ, 

ρετυρνσ. Μεδιαν περφορmανχε ωασ σπλιτ ιντο τωο γρουπσ. 

Ενδοωmεντσ/φουνδατιονσ ανδ πυβλιχ φυνδσ ωερε ϖερψ χλοσε, 

γαινινγ 1.82% ανδ 1.86%, ρεσπεχτιϖελψ. Χορπορατεσ ανδ Ταφτ−

Ηαρτλεψ φυνδσ ωερε αβουτ 20 βασισ ποιντσ ηιγηερ, βοτη αδϖανχ−

ινγ 2.01% φορ τηε θυαρτερ. Περφορmανχε ατ τηε τοπ (10τη περ−

χεντιλε) εξηιβιτεδ α mυχη ωιδερ δισπερσιον, ωιτη χορπορατεσ 

in irst place with 3.85% and endowments/foundations in last 
ωιτη 2.52%. Dισπερσιον ωασ αλσο ωιδε ιν τηε βοττοm δεχιλε, 

τηισ τιmε ωιτη Ταφτ−Ηαρτλεψ φυνδσ (+1.34%) ουτπερφορmινγ τηειρ 

πεερσ ανδ ενδοωmεντσ/φουνδατιονσ ονχε αγαιν βρινγινγ υπ 

τηε ρεαρ (+0.15%).

Τηε διφφερινγ περφορmανχε αmονγ τηε φυνδ τψπεσ χαν βε παρ−

τιαλλψ εξπλαινεδ βψ ασσετ αλλοχατιονσ. Χορπορατε ανδ Ταφτ−Ηαρτλεψ 

φυνδσ� ρελατιϖε ουτπερφορmανχε ωασ παρτιαλλψ δυε το ηιγηερ 

exposures to U.S. equity and U.S. ixed income. While Taft-
Ηαρτλεψ φυνδσ εξπεριενχεδ τηε τιγητεστ διστριβυτιον, χορπορατε 

φυνδσ ηαδ τηε ωιδεστ, ασ σοmε εmπλοψ λιαβιλιτψ−δριϖεν ινϖεστ−

mεντ (ΛDΙ) προγραmσ. 

Τηε φυνδ σπονσορ περφορmανχε ταβλε χοmπαρεσ τηε εφφεχτ οφ 

ασσετ αλλοχατιον δεχισιονσ οϖερ λονγερ τιmε περιοδσ. Ταφτ−Ηαρτλεψ 

Dαταβασε Μεδιαν ανδ Ινδεξ Ρετυρνσ∗ φορ Περιοδσ ενδεδ Dεχεmβερ 31, 2014

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

Πυβλιχ Dαταβασε 1.86 6.09 11.31 9.49 6.52 5.70

Χορπορατε Dαταβασε 2.01 7.08 11.05 9.81 6.67 5.75

Ενδοωmεντσ/Φουνδατιονσ Dαταβασε 1.82 5.28 10.75 8.84 6.31 5.46

Ταφτ−Ηαρτλεψ Dαταβασε 2.01 6.83 11.90 9.94 6.26 5.62

Diversiied Manager Θυαρτερ Ψεαρ 3 Ψεαρσ 5 Ψεαρσ 10 Ψεαρσ 15 Ψεαρσ

Ασσετ Αλλοχατορ Στψλε 2.94 7.96 11.55 9.70 6.99 6.62

Υ.Σ. Βαλανχεδ Dαταβασε 2.07 6.52 12.82 10.09 6.90 6.60

Γλοβαλ Βαλανχεδ Dαταβασε 0.40 4.18 8.59 7.44 6.78 6.65

60% Ρυσσελλ 3000 + 40% Βαρχλαψσ Αγγ 3.86 9.90 13.23 11.42 7.06 5.66

60% ΜΣΧΙ Wορλδ + 40% Βαρχλαψσ Γλβλ Αγγ 0.19 3.19 9.44 7.32 5.32 4.24

*Returns less than one year are not annualized.

Sources: Callan, Barclays, MSCI, Russell Investment Group

0%

1%

2%

3%

4%

  Public Corporate Endow/Fndn Taft-Hartley
  Database Database Database Database

 10th Percentile 2.86 3.85 2.52 3.45

 25th Percentile 2.32 2.84 1.98 2.77

 Median 1.86 2.01 1.82 2.01

 75th Percentile 1.31 1.56 0.76 1.94

 90th Percentile 0.65 0.83 0.15 1.34

Source: Callan

Χαλλαν Φυνδ Σπονσορ Θυαρτερλψ Ρετυρνσ
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ΦΥΝD ΣΠΟΝΣΟΡ (Χοντινυεδ)

πλανσ ηελδ ον το τηε λεαδ ιν τηε mιδ−τερm (+11.90% ανδ +9.94% 

for trailing three- and ive-year periods, respectively), due to 
στρονγ περφορmανχε ιν ρεχεντ θυαρτερσ γιϖεν ηιγη αλλοχατιονσ 

το Υ.Σ. εθυιτψ. Χορπορατεσ ρεταινεδ τηε τοπ σποτ ιν τηε τραιλινγ 

10− ανδ 15−ψεαρ περιοδσ (+6.67% ανδ +5.75%, ρεσπεχτιϖελψ). 

Ον τηε οτηερ ηανδ, ηιγηερ αλλοχατιονσ το ιντερνατιοναλ εθυιτψ, 

ηεδγε φυνδσ, ανδ οτηερ αλτερνατιϖεσ ηαϖε ηυρτ ενδοωmεντσ 

ανδ φουνδατιονσ; τηεψ χοντινυε το βε τηε ωορστ περφορmερ οϖερ 

εϖερψ περιοδ εξχεπτ τηε τραιλινγ 10 ψεαρσ. 

Οφ Χαλλαν�σ βαλανχεδ mαναγερ γρουπσ, τηε 60% Ρυσσελλ 3000 + 

40% Βαρχλαψσ Αγγρεγατε (+3.86%) ονχε αγαιν γρεατλψ ουτπερ−

φορmεδ τηε 60% ΜΣΧΙ Wορλδ + 40% Βαρχλαψσ Γλοβαλ Αγγρεγατε 

βενχηmαρκ (+0.19%), γιϖινγ Υ.Σ. αλλοχατιονσ α λεαδ οϖερ γλοβαλ 

ιν εϖερψ τιmε περιοδ. Χαλλαν�σ βαλανχεδ mαναγερ γρουπσ αρε 

βεηαϖινγ ιν α σιmιλαρ φασηιον: Υ.Σ. βαλανχεδ mαναγερσ ουτπερ−

φορmεδ τηειρ γλοβαλ χουντερπαρτσ ιν εϖερψ τιmε περιοδ εξχεπτ τηε 

trailing 15 years (however, that gap is only ive basis points).

1.3%
2.9%
3.0%

3.2%

*Latest median quarter return.

Source: Callan
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Χαλλαν Φυνδ Σπονσορ Αϖεραγε Ασσετ Αλλοχατιον

Χαλλαν Πυβλιχ Φυνδ Dαταβασε Αϖεραγε Ασσετ Αλλοχατιον (10 Ψεαρσ)

Source: Callan
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Source: Russell Investment Group

Αmεριχαν Dρεαm 

Υ.Σ. ΕΘΥΙΤΨ |  Λαυρεν Ματηιασ, ΧΦΑ 

Υ.Σ. εθυιτιεσ ενδεδ τηε ψεαρ ον α στρονγ νοτε. Τηε Σ&Π 

500 Ινδεξ ποστεδ ποσιτιϖε θυαρτερλψ (+4.93%) ανδ αννυαλ 

(+13.69%) ρετυρνσ. Τηε Υ.Σ. εχονοmψ�σ ταιλωινδσ ινχλυδεδ λοω 

inlation, low interest rates, and low energy prices. The unem−

πλοψmεντ ρατε χοντινυεδ το δεχλινε ανδ ωαγε γροωτη τιχκεδ υπ.  

Corporate proits in the U.S. remained solid despite the 
στρενγτηενινγ Υ.Σ. δολλαρ, mυτεδ γλοβαλ εχονοmιχ γροωτη, ανδ 

ωεακ χοmmοδιτψ πριχεσ. Wιτη τηισ βαχκδροπ, α λοπσιδεδ mαρ−

κετ εmεργεδ φορ Υ.Σ. εθυιτιεσ. Ενεργψ σεχτορ ρετυρνσ χολλαπσεδ 

ιν τανδεm ωιτη οιλ πριχεσ; ΡΕΙΤσ ποστεδ τηε βεστ ρεσυλτσ οφ αλλ 

Υ.Σ. ινδιχεσ ον τηε ηεελσ οφ λοω ιντερεστ ρατεσ. Τηισ διχηοτοmψ 

προϖεδ χηαλλενγινγ το τηε mαϕοριτψ οφ αχτιϖε mαναγερσ, ωηοσε 

εξποσυρεσ ωερε ον τηε ωρονγ σιδε οφ τηε σεεσαω. Αδδιτιοναλλψ, 

τηε διφφερενχε βετωεεν τηε ωιννινγ ανδ λοσινγ στοχκσ ωασ ναρ−

ροω, φυρτηερ χηαλλενγινγ στοχκ πιχκερσ. Wιτη ινχρεασεδ χονσυmερ 

conidence and strong U.S. GDP growth (third-quarter GDP was 
ρεϖισεδ υπ το 5%), 2014 ωασ α βαννερ ψεαρ φορ Υ.Σ. εθυιτιεσ. 

Χαν Υ.Σ. mαρκετσ κεεπ υπ τηεσε δρεαmψ ρεσυλτσ, ορ ωιλλ 2015 

βε α ωακευπ χαλλ?

Dεσπιτε σολιδ ρετυρνσ (Ρυσσελλ 1000 Ινδεξ: +4.88%), λαργε χαπ 

στοχκσ τοοκ τηε βαχκ σεατ φορ τηε θυαρτερ. Σmαλλ (Ρυσσελλ 2000 

Ινδεξ: +9.73%) ανδ mιδ χαπ (Ρυσσελλ Μιδχαπ Ινδεξ: +5.94%) 

χαmε βαχκ στρονγ; σmαλλ χαπ γροωτη στοχκσ τρυmπεδ ϖαλυε 

for the ifth time in the last six years. Micro cap beat all other 
χαπ ρανγεσ ιν τηε φουρτη θυαρτερ (Ρυσσελλ Μιχροχαπ Ινδεξ: 

+11.19%) βυτ στιλλ τραιλεδ φορ τηε ψεαρ. Τηε διστινχτιον βετωεεν 

γροωτη ανδ ϖαλυε ωασ ναρροω (Ρυσσελλ 1000 Γροωτη Ινδεξ: 

+4.78%; Ρυσσελλ 1000 ςαλυε Ινδεξ: +4.98%). Λαργε ϖαλυε 

σλιγητλψ εδγεδ ουτ λαργε γροωτη τηανκσ το ηιγηερ εξποσυρε το 

τηε Υτιλιτιεσ σεχτορ ανδ λεσσ το Ενεργψ. Ιν σmαλλ χαπ, γροωτη βεατ 

ϖαλυε ασ τηε ηιγηεστ ρετυρν−ον−εθυιτψ χοmπανιεσ διδ ωελλ ωηιλε 

τηοσε ωιτη λοωερ στοχκ πριχεσ δεχλινεδ.

Σmαλλ ανδ λαργε χαπ σεχτορσ ποστεδ mοστλψ ποσιτιϖε θυαρτερλψ 

ρεσυλτσ. Τηε εξχεπτιον ωασ Ενεργψ, ωηιχη φαχεδ χηαλλενγεσ 

αχροσσ χαπιταλιζατιονσ ασ οιλ ανδ χοmmοδιτψ πριχεσ χοντινυεδ 

to decline. Utilities added signiicant value for the quarter and 
τηε ψεαρ ασ ινϖεστορσ� σεαρχη φορ ινχοmε περσιστεδ. Ηεαλτη Χαρε 

Russell 1000 Russell 2000
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Υ.Σ. ΕΘΥΙΤΨ (Χοντινυεδ)

ωασ αλσο στρονγ ασ α ρεσυλτ οφ βιοτεχηνολογψ ανδ πηαρmαχευτι−

χαλ χοmπανιεσ. Αλτηουγη σmαλλ χαπ στοχκσ ουτπερφορmεδ λαργε 

χαπσ ιν τηε φουρτη θυαρτερ, φορ τηε ψεαρ λαργερ ωασ βεττερ�ανδ 

τηε διφφερενχε βετωεεν τηε τωο ωασ τηε ωιδεστ σινχε 1998.

Τηουγη τηε Υ.Σ. εθυιτψ mαρκετ εξπεριενχεδ στρονγ αβσολυτε 

ρετυρνσ, αχτιϖε mαναγεmεντ ωασ ινχρεδιβλψ χηαλλενγεδ. Λαργε 

χαπ αχτιϖε φυνδσ ηαδ τηειρ ωορστ ψεαρ ϖερσυσ τηε Ρυσσελλ 1000 

Ινδεξ ιν α δεχαδε. Τηε φουρτη θυαρτερ σηοωεδ τηατ ινϖεστορσ πρε−

φερρεδ χοmπανιεσ τηατ φεατυρε λοω βετα, ηιγη ρετυρν ον εθυιτψ, 

ανδ λαργερ mαρκετ χαπιταλιζατιονσ. Φορ τηε ψεαρ, γλοβαλ γροωτη 

χονχερνσ ρεσυλτεδ ιν ελεϖατεδ ϖολατιλιτψ, ωηιχη φεδ ιντο τηε σεαρχη 

φορ σαφετψ ανδ τηε ουτπερφορmανχε οφ ηιγηερ−θυαλιτψ ανδ λοωερ−

ρισκ σεχυριτιεσ. 

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

 10th Percentile 6.33 5.56 11.04 11.07

 25th Percentile 5.67 4.94 9.78 10.17  

 Median 4.92 4.45 8.75 8.64  

 75th Percentile 4.26 3.40 6.84 7.39

 90th Percentile 3.22 2.73 3.47 3.85

   R1000 Growth R1000 Value  R2000 Growth  R2000 Value

 Benchmark  4.78 4.98 10.06 9.40

Sources: Callan, Russell Investment Group
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Ρολλινγ Ονε−Ψεαρ Ρελατιϖε Ρετυρνσ  (ϖσ. Ρυσσελλ 1000)

Υ.Σ. Εθυιτψ Ινδεξ Χηαραχτεριστιχσ ασ οφ Dεχεmβερ 31, 2014

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

Χαπ Ρανγε Μιν (∃mm)  2,467 14 204 204 17 14

Χαπ Ρανγε Μαξ (∃βν) 647.36 665.55 665.55 32.72 13.79 7.26

Νυmβερ οφ Ισσυεσ  502  3,053  1,042  845  2,540  2,011 

% οφ Ρυσσελλ 3000 80% 100% 92% 28% 18% 8%

Wτδ Αϖγ Μκτ Χαπ (∃βν) 125.06 102.64 110.99 12.78 4.03 1.88

Πριχε/Βοοκ Ρατιο 2.7 2.7 2.7 2.6 2.3 2.1

Φορωαρδ Π/Ε Ρατιο 16.4 16.9 16.7 18.6 19.0 20.4

Dιϖιδενδ Ψιελδ 2.0% 1.9% 1.9% 1.6% 1.4% 1.3%

5−Ψρ Εαρνινγσ (φορεχαστεδ) 11.1% 11.9% 11.6% 13.2% 13.8% 15.1%

Sources: Russell Investment Group, Standard & Poor’s.
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Στψλε Μεδιαν ανδ Ινδεξ Ρετυρνσ∗ φορ Περιοδσ ενδεδ Dεχεmβερ 31, 2014

Λαργε Χαπ Εθυιτψ Θυαρτερ Ψεαρ 3 Ψεαρσ 5 Ψεαρσ 10 Ψεαρσ 15 Ψεαρσ

Λαργε Χαπ Χορε Στψλε 5.12 13.66 20.89 15.42 8.32 5.41

Λαργε Χαπ Γροωτη Στψλε 4.92 11.83 20.75 15.30 8.62 3.62

Λαργε Χαπ ςαλυε Στψλε 4.45 12.26 20.95 15.23 7.78 7.70

Αγγρεσσιϖε Γροωτη Στψλε 6.14 3.98 18.40 14.25 9.03 3.55

Χοντραριαν Στψλε 4.51 13.09 21.36 15.26 8.19 9.35

Ψιελδ−Οριεντεδ Στψλε 4.05 11.93 18.11 14.76 8.36 8.81

Ρυσσελλ 3000 5.24 12.56 20.51 15.63 7.94 4.82

Ρυσσελλ 1000 4.88 13.24 20.62 15.64 7.96 4.62

Ρυσσελλ 1000 Γροωτη 4.78 13.05 20.26 15.81 8.49 2.21

Ρυσσελλ 1000 ςαλυε 4.98 13.45 20.89 15.42 7.30 6.62

Σ&Π Χοmποσιτε 1500 5.20 13.08 20.32 15.58 7.88 4.81

Σ&Π 500 4.93 13.69 20.41 15.45 7.67 4.24

ΝΨΣΕ 1.85 6.75 19.23 13.16 7.65 6.03

Dοω ϑονεσ Ινδυστριαλσ 5.20 10.04 16.29 14.22 7.91 5.43

Μιδ Χαπ Εθυιτψ Θυαρτερ Ψεαρ 3 Ψεαρσ 5 Ψεαρσ 10 Ψεαρσ 15 Ψεαρσ

Μιδ Χαπ Χορε Στψλε 5.89 12.55 22.57 18.32 10.26 10.53

Μιδ Χαπ Γροωτη Στψλε 5.29 8.89 19.66 16.11 9.97 7.20

Μιδ Χαπ ςαλυε Στψλε 5.24 10.74 20.85 16.53 9.99 11.88

Ρυσσελλ Μιδχαπ 5.94 13.22 21.40 17.19 9.56 8.90

Σ&Π ΜιδΧαπ 400 6.35 9.77 19.99 16.54 9.70 9.65

Σmαλλ Χαπ Εθυιτψ Θυαρτερ Ψεαρ 3 Ψεαρσ 5 Ψεαρσ 10 Ψεαρσ 15 Ψεαρσ

Σmαλλ Χαπ Χορε Στψλε 9.32 7.49 21.10 17.73 9.04 10.72

Σmαλλ Χαπ Γροωτη Στψλε 8.75 3.53 20.30 17.23 9.73 6.32

Σmαλλ Χαπ ςαλυε Στψλε 8.64 5.80 20.17 16.60 9.00 12.80

Ρυσσελλ 2000 9.73 4.89 19.21 15.55 7.77 7.38

Σ&Π ΣmαλλΧαπ 600 9.85 5.76 20.24 17.27 9.02 9.87

ΝΑΣDΑΘ 5.70 14.75 23.69 17.28 9.21 1.85

Σmιδ Χαπ Εθυιτψ Θυαρτερ Ψεαρ 3 Ψεαρσ 5 Ψεαρσ 10 Ψεαρσ 15 Ψεαρσ

Σmιδ Χαπ Βροαδ Στψλε 6.45 7.31 19.30 16.76 9.68 10.34

Σmιδ Χαπ Γροωτη Στψλε 5.95 5.74 18.98 16.90 9.26 8.31

Σmιδ Χαπ ςαλυε Στψλε 6.53 7.46 20.87 16.42 9.96 13.03

Ρυσσελλ 2500 6.77 7.07 19.97 16.36 8.72 8.59

Σ&Π 1000 7.38 8.54 20.08 16.77 9.47 9.71

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

Χονσυmερ Dισχρετιοναρψ 8.85 9.18 25.32 21.52 8.91 5.65

Χονσυmερ Σταπλεσ 8.42 15.91 17.92 16.40 10.98 9.30

Ενεργψ −13.10 −10.01 5.57 8.19 8.90 9.70

Φινανχιαλσ 7.82 14.37 24.22 13.39 1.20 3.97

Ηεαλτη Χαρε 8.56 25.10 28.73 20.12 11.27 8.57

Ινδυστριαλσ 6.97 8.00 21.64 17.57 8.49 7.05

Ινφορmατιον Τεχηνολογψ 5.40 17.84 20.68 14.81 8.98 0.02

Ματεριαλσ −0.79 5.72 15.54 11.85 8.59 7.84

Τελεχοmmυνιχατιονσ −3.90 2.49 11.83 11.40 6.59 −1.50

Υτιλιτιεσ 12.98 26.88 14.20 13.71 9.69 8.37

*Returns less than one year are not annualized.

Sources: Callan, Dow Jones & Company, Russell Investment Group, Standard & Poor’s, The NASDAQ Stock Market

Υ.Σ. ΕΘΥΙΤΨ (Χοντινυεδ)
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Wαρψ Εψεσ ον 2015 

ΝΟΝ−Υ.Σ. ΕΘΥΙΤΨ |  Ματτ Λαι

Ασ τηε Υ.Σ. χοντινυεδ ιτσ υπωαρδ mαρχη, ιντερνατιοναλ mαρκετσ 

φαιλεδ το κεεπ παχε. Περιοδσ οφ οπτιmισm ωερε χλουδεδ βψ σινκ−

ing oil prices and volatile inlation. Investors turned watchful 
εψεσ το χεντραλ βανκσ ασ τηε ψεαρ δρεω το α χλοσε. Dεχεmβερ�σ 

δραγ δεντεδ αν οτηερωισε δεχεντ θυαρτερ. Τηε γρεενβαχκ 

γαινεδ φορmιδαβλε γρουνδ αγαινστ mοστ χυρρενχιεσ. Τηε ΜΣΧΙ 

ΑΧWΙ εξ ΥΣΑ Ινδεξ (−3.81%) νοτχηεδ α ψεαρλψ ταλλψ δοων 

3.44% ιν δολλαρ τερmσ, βυτ υπ 6.52% ιν λοχαλ χυρρενχψ. Θυαρτερλψ 

σεχτορ περφορmανχε φαιλεδ το συρπρισε ασ ιντερνατιοναλ Ενεργψ 

(−19.79%) ανδ Ματεριαλσ (−7.54%) προϖιδεδ χονσιδεραβλε 

ηεαδωινδσ; χρυδε οιλ ενδεδ τηε ψεαρ ατ ∃53/βαρρελ. Χονσυmερ 

conidence boosted Information Technology (+0.68%) and 
Χονσυmερ Dισχρετιοναρψ (+2.39%) ουτ οφ τηε ρεδ�τηε θυαρτερ�σ 

ονλψ ποσιτιϖε σεχτορσ.

Dεϖελοπεδ χουντριεσ ιν τηε ΜΣΧΙ Wορλδ εξ ΥΣΑ Ινδεξ 

(−3.69%) ρεϖερσεδ τηε πρεϖιουσ θυαρτερ�σ σλυmπ αγαινστ τηε 

ΜΣΧΙ Εmεργινγ Μαρκετσ Ινδεξ (−4.44%) βυτ λοστ ιν α ψεαρ−

το−δατε χοmπαρισον: −3.88% το −1.82%, ρεσπεχτιϖελψ. Φορ τηε 

θυαρτερ, τηε ΑΧWΙ εξ ΥΣΑ Γροωτη Ινδεξ (−2.26%) τρυmπεδ 

τηε ΑΧWΙ εξ ΥΣΑ ςαλυε Ινδεξ (−5.38%) ανδ ϕυmπεδ 231 βασισ 

ποιντσ αηεαδ φορ 2014.

Wεακ σιγναλσ φροm Ευροπε ρεκινδλεδ φεαρσ οφ α ποσσιβλε τριπλε−διπ 

ρεχεσσιον. Τηε ΜΣΧΙ Ευροπε Ινδεξ (−4.35%) φελλ 6.18% ιν 2014. 

Υνεmπλοψmεντ ιν τηε Ε.Υ. (10.0% ιν Νοϖεmβερ) χαmε δοων 

from 10.7% the year prior but remained largely lat this quarter. 
More troubling, euro area inlation fell to -0.2% in December, 
δριϖεν βψ δροππινγ ενεργψ πριχεσ. Μαριο Dραγηι ηελδ τηε 

ΕΧΒ�σ ροχκ−βοττοm ρατε οφ 0.5%. Οφ τηε δεϖελοπεδ νατιονσ, οιλ−

δεπενδεντ Νορωαψ (−24.99%) συφφερεδ mοστ. Σεχονδ−ωεακεστ 

Πορτυγαλ (−23.01%) ωασ δραγγεδ δοων βψ χοντινυεδ Φινανχιαλσ 

ωοεσ (−39.25%) ανδ ωασ 2014�σ ωορστ−περφορmινγ δεϖελοπεδ 

χουντρψ (−38.24%). Ιρελανδ (+1.86%) ωασ λιφτεδ βψ νεωσ οφ 3.5% 

ΓDΠ γροωτη ιν τηε τηιρδ θυαρτερ. Λιτηυανια (−5.41%), α φροντιερ 

mαρκετ, αδοπτσ τηε ευρο ιν 2015.

  Global Eq Non-U.S. Eq Emg Mkts Small Cap
  Style Style  Style Style

 10th Percentile 3.26 -0.77 -1.53 -0.53

 25th Percentile 1.91 -1.92 -2.33 -1.01

 Median 1.15 -2.88 -3.92 -2.16

 75th Percentile 0.27 -4.34 -4.90 -3.38

 90th Percentile -1.68 -5.47 -6.03 -5.04

   MSCI MSCI ACWI MSCI  MSCI ACWI
  World  ex USA Emg Mkts ex USA Sm Cap 

 Benchmark  1.01 -3.81 -4.44 -3.98

Sources: Callan, MSCI 
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Τηε MSCI Paciic Index (−2.08%) φαρεδ βεττερ τηαν Ευροπε 

οωινγ το τηε θυαρτερ�σ δεϖελοπεδ λεαδερσ, Ηονγ Κονγ (+3.10%) 

and New Zealand (+2.51%). The former beneited from a resilient 
τελεχοm ινδυστρψ (+8.23%) ανδ α θυιετινγ Υmβρελλα Ρεϖολυτιον. 

Νεω Ζεαλανδ σαω ψεαρ−οϖερ−ψεαρ ΓDΠ γροωτη ρεϖισεδ υπ το 

3.2% ασ οφ Σεπτεmβερ 30, αλονγ ωιτη φαλλινγ υνεmπλοψmεντ 
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Μαϕορ Χυρρενχιεσ� Χυmυλατιϖε Ρετυρνσ (ϖσ. Υ.Σ. Dολλαρ)
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ΝΟΝ−Υ.Σ. ΕΘΥΙΤΨ (Χοντινυεδ)

ανδ ρεχορδ ιmmιγρατιον. ϑαπαν ωειγηεδ ον τηε Ινδεξ (−2.42%), 

τηουγη ιτ ωασ υπ 6.65% ιν ψεν τερmσ. Πριmε Μινιστερ Σηινζο 

Αβε χαλλεδ φορ σναπ Dεχεmβερ ελεχτιονσ αφτερ αννυαλ ΓDΠ ωασ 

ρεϖισεδ δοων το −1.9% (φροm −1.6%), χοντινυινγ τηε χουντρψ�σ 

ρεχεσσιον. Αβε�σ Λιβεραλ Dεmοχρατιχ Παρτψ ωον εασιλψ, εαρνινγ 

him four more years in ofice. He postponed the 2% April tax 
ηικε βψ 18 mοντησ.

Εmεργινγ εχονοmιεσ φελτ τηε χοmmοδιτιεσ σλυmπ mορε τηαν 

δεϖελοπεδ νατιονσ, ωιτη Ενεργψ φαλλινγ 24.45% ωηιλε Φινανχιαλσ 

(+1.68%) ανδ Ινφορmατιον Τεχηνολογψ (+1.46%) mαναγεδ το 

αδϖανχε. Ποωερηουσε Χηινα (+7.17%; +8.26% ΨΤD) ωασ 

βυοψεδ βψ α στρονγ Φινανχιαλσ σεχτορ (+24.92%), τηουγη ΓDΠ 

γροωτη σλοωεδ το 7.3% ιν τηε φουρτη θυαρτερ ανδ 7.4% φορ 2014�

τηε ωεακεστ ιν 24 ψεαρσ. Φαχτορψ ουτπυτ δεχλινεδ, προmπτινγ τηε 

γοϖερνmεντ το ηαστεν ∃1.1 τριλλιον ιν ινφραστρυχτυρε προϕεχτσ το 

προπ υπ γροωτη. Λαστ−πλαχε Ρυσσια (−32.78%) ωασ ηαmmερεδ 

βψ φαλλινγ οιλ πριχεσ, χοντινυεδ σανχτιονσ φροm τηε Wεστ, ανδ 

δεχλινινγ ρυβλε ρεσερϖεσ; ιτ ενδεδ τηε ψεαρ δοων α ωηοππινγ 

45.86%. Γρεεχε φελλ 28.76% αηεαδ οφ ιτσ ϑανυαρψ ελεχτιονσ ανδ 

αmιδ τηε σπεχτερ οφ α �Γρεξιτ� (Γρεεκ εξιτ φροm τηε ευρο ζονε). 

Χοmmοδιτιεσ συνκ ΜΣΧΙ ΕΜ Λατιν Αmεριχα (−13.38%), ωηερε 

σεχτορσ υνιϖερσαλλψ συφφερεδ. ΜΣΧΙ Φροντιερ Μαρκετσ τανκεδ 

12.44%, but inished the year up 7.21%, led by a strong ΜΣΧΙ 

ΦΜ Ασια  (−0.84%; +16.64% ΨΤD).
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Best Performers Worst Performers

Θυαρτερλψ ανδ Αννυαλ Χουντρψ Περφορmανχε Σναπσηοτ

Θυαρτερλψ Ρετυρνσ: Στρονγ ανδ Στρυγγλινγ Σεχτορσ 

Θυαρτερλψ Ρετυρν Αττριβυτιον φορ ΕΑΦΕ (Υ.Σ. Dολλαρ)

Χουντρψ Τοταλ Λοχαλ Χυρρενχψ Wτγ

Αυστραλια −3.63% 3.05% −6.48% 7.50%

Αυστρια −7.31% −3.23% −4.21% 0.20%

Βελγιυm 0.58% 5.00% −4.21% 1.30%

Dενmαρκ −7.78% −3.70% −4.24% 1.51%

Φινλανδ −2.00% 2.31% −4.21% 0.89%

Φρανχε −6.06% −1.93% −4.21% 9.69%

Γερmανψ −0.39% 3.99% −4.21% 9.16%

Ηονγ Κονγ 3.10% 2.96% 0.13% 3.12%

Ιρελανδ 1.86% 6.34% −4.21% 0.33%

Ισραελ 1.22% 6.91% −5.32% 0.58%

Ιταλψ −13.41% −9.60% −4.21% 2.26%

ϑαπαν −2.42% 6.65% −8.51% 21.21%

Νετηερλανδσ −0.27% 4.12% −4.21% 2.76%

Νεω Ζεαλανδ 2.51% 2.23% 0.28% 0.16%

Νορωαψ −24.99% −12.43% −14.34% 0.65%

Πορτυγαλ −23.01% −19.63% −4.21% 0.15%

Σινγαπορε −0.46% 3.35% −3.76% 1.57%

Σπαιν −8.22% −4.18% −4.21% 3.52%

Σωεδεν −3.44% 4.86% −7.92% 3.08%

Σωιτζερλανδ −2.23% 1.67% −3.84% 9.31%

Υ.Κ. −4.24% −0.44% −3.82% 21.08%

Sources: MSCI, Russell Investment Group, Standard & Poor’s.
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Στψλε Μεδιαν ανδ Ινδεξ Ρετυρνσ∗ φορ Περιοδσ ενδεδ Dεχεmβερ 31, 2014

Νον−Υ.Σ. Εθυιτψ Θυαρτερ Ψεαρ 3 Ψεαρσ 5 Ψεαρσ 10 Ψεαρσ 15 Ψεαρσ

Νον−Υ.Σ. Εθυιτψ Στψλε −2.88 −4.13 11.67 6.69 5.78 4.62

ΜΣΧΙ ΕΑΦΕ −3.57 −4.90 11.06 5.33 4.43 2.54

ΜΣΧΙ ΕΑΦΕ (λοχαλ) 1.77 5.92 16.40 7.75 5.33 1.80

ΜΣΧΙ ΕΑΦΕ Γροωτη −2.29 −4.43 11.03 6.19 4.91 1.13

ΜΣΧΙ ΕΑΦΕ ςαλυε −4.85 −5.39 11.04 4.42 3.89 3.82

ΜΣΧΙ ΑΧWΙ εξ ΥΣΑ −3.81 −3.44 9.49 4.89 5.59 3.70

Γλοβαλ Εθυιτψ Θυαρτερ Ψεαρ 3 Ψεαρσ 5 Ψεαρσ 10 Ψεαρσ 15 Ψεαρσ

Γλοβαλ Εθυιτψ Στψλε 1.15 4.51 16.14 10.62 7.16 5.10

ΜΣΧΙ Wορλδ 1.01 4.94 15.47 10.20 6.03 3.12

ΜΣΧΙ Wορλδ (λοχαλ) 3.25 9.81 17.87 11.23 6.28 2.74

ΜΣΧΙ ΑΧWΙ 0.52 4.71 14.72 9.74 6.65 3.76

Ρεγιοναλ Εθυιτψ Θυαρτερ Ψεαρ 3 Ψεαρσ 5 Ψεαρσ 10 Ψεαρσ 15 Ψεαρσ

ΜΣΧΙ Ευροπε −4.35 −6.18 11.86 5.28 4.60 3.06

ΜΣΧΙ Ευροπε (λοχαλ) 0.00 4.66 13.72 7.33 5.77 2.08

ΜΣΧΙ ϑαπαν −2.42 −4.02 9.71 5.48 2.29 −0.71

ΜΣΧΙ ϑαπαν (λοχαλ) 6.65 9.48 27.19 10.95 3.91 0.34

MSCI Paciic ex Japan −1.52 −0.47 9.36 5.93 8.40 7.57

MSCI Paciic ex Japan (local) 3.02 5.71 14.64 6.83 7.72 5.91

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

Εmεργινγ Μαρκετ Στψλε −3.92 −1.43 5.44 2.87 9.46 8.61

ΜΣΧΙ Εmεργινγ Μαρκετσ −4.44 −1.82 4.41 2.11 8.78 7.38

ΜΣΧΙ Εmεργινγ Μαρκετσ (λοχαλ) 0.08 5.57 8.75 5.19 10.27 8.50

ΜΣΧΙ Φροντιερ Μαρκετσ −12.46 6.84 13.55 8.05 5.45 −

Νον−Υ.Σ. Σmαλλ Χαπ Εθυιτψ Θυαρτερ Ψεαρ 3 Ψεαρσ 5 Ψεαρσ 10 Ψεαρσ 15 Ψεαρσ

Νον−Υ.Σ. Σmαλλ Χαπ Στψλε −2.16 −4.26 15.57 10.84 8.42 7.96

ΜΣΧΙ Wορλδ εξ ΥΣΑ Σmαλλ Χαπ −3.38 −5.35 11.77 7.91 5.88 −

ΜΣΧΙ ΑΧWΙ εξ ΥΣΑ Σmαλλ Χαπ −3.98 −4.03 10.84 6.80 6.87 6.61

ΜΣΧΙ Εmεργινγ Μαρκετ Σmαλλ Χαπ −6.02 1.01 7.65 2.93 9.85 8.14

*Returns less than one year are not annualized.

Sources: Callan, MSCI

ΝΟΝ−Υ.Σ. ΕΘΥΙΤΨ (Χοντινυεδ)
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Ενδινγ ον α Ηιγη Νοτε 

Υ.Σ. ΦΙΞΕD ΙΝΧΟΜΕ |  Νατηαν Wονγ, ΧΦΑ 

Αν ιmπροϖινγ εχονοmιχ πιχτυρε ιν τηε Υ.Σ., αλονγ ωιτη χονχερνσ 

αβουτ σλοωερ γροωτη ιν τηε ευρο ζονε ανδ εmεργινγ mαρκετσ, 

contributed to gains in U.S. ixed income. The yield curve 
lattened for the fourth consecutive quarter as long Treasury 
bonds rallied, driven by lower inlation expectations and rising 
γλοβαλ δεmανδ.

Ψιελδ σπρεαδσ ωιδενεδ χονσιδεραβλψ ιν βοτη τηε ινϖεστ−

mεντ γραδε ανδ ηιγη ψιελδ χορπορατε σεχτορσ. Τηε Βαρχλαψσ 

Αγγρεγατε Ινδεξ χλιmβεδ 1.79% δυρινγ τηε θυαρτερ. 

Wεακνεσσ ιν οιλ ανδ α στρενγτηενινγ εθυιτψ mαρκετ δροϖε τηε 

lattening of the yield curve; the 2-to-30-year spread tightened 
το 2.08%. Σηορτ−τερm ρατεσ ροσε ασ τηε Φεδ ηιντεδ ατ α νορ−

mαλιζατιον οφ ρατεσ ιν τηε νοτ−τοο−δισταντ φυτυρε. Τηε βελλψ οφ 

the curve underperformed the most, with three- and ive-year 
Τρεασυρψ ψιελδσ ρισινγ 22 βπσ ανδ 17 βπσ, ρεσπεχτιϖελψ. 

Τηε 30−ψεαρ ψιελδ ενδεδ τηε ψεαρ ατ 2.75% ανδ σαω ιτσ λαργ−

εστ αννυαλ δεχλινε σινχε 2011. Τηε βρεακεϖεν ρατε (τηε διφφερ−

ενχε βετωεεν νοmιναλ ανδ ρεαλ ψιελδσ) ον τηε 10−ψεαρ Τρεασυρψ 

δροππεδ το 1.68%, α λεϖελ χοmπαραβλε το τηατ σεεν δυρινγ τηε 

inancial crisis, as inlation expectations dissipated commensu−

ρατελψ ωιτη τηε φαλλ ιν οιλ. 

   Interm Core Bond Core Plus Ext Maturity  High Yld
  Style Style Style Style Style

 10th Percentile 1.11 1.98 1.68 6.09 0.47

 25th Percentile 0.94 1.81 1.55 5.42 -0.34

 Median 0.89 1.68 1.46 5.07 -0.74

 75th Percentile 0.76 1.53 1.10 4.63 -1.39

 90th Percentile 0.66 1.28 0.87 3.48 -2.06

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

 Benchmark  1.20 1.79 1.79 5.60 -1.00

Sources: Barclays, Callan
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Υ.Σ. ΦΙΞΕD ΙΝΧΟΜΕ (Χοντινυεδ)

Ινϖεστmεντ−γραδε χορπορατεσ χλιmβεδ 1.76% δεσπιτε χορπο−

ρατε σπρεαδσ ωιδενινγ, mαινλψ ασ α ρεσυλτ οφ φαλλινγ οιλ πριχεσ. 

Industrials and inancials were hit hardest. The Fed pledged to 
χοντινυε βυψινγ αγενχψ mορτγαγε−βαχκεδ σεχυριτιεσ (ΜΒΣ), 

ωηιχη γαινεδ 1.79%. Ηιγη ψιελδ χορπορατε βονδσ ωερε ιmπαχτεδ 

mοστ βψ τηε δροπ ιν οιλ πριχεσ (τηε ενεργψ χοmπλεξ mακεσ υπ 

15% οφ τηε Ινδεξ). Ηιγη ψιελδ βονδσ λαγγεδ αγαινστ ινϖεστmεντ−

γραδε χορπορατεσ, ωιτη ΒΒ−ρατεδ βονδσ περφορmινγ βεττερ τηαν 

λοωερ−ρατεδ χρεδιτσ. Τηε Βαρχλαψσ Χορπορατε Ηιγη Ψιελδ Ινδεξ 

φελλ 1.00%. Νεω ισσυε αχτιϖιτψ mατχηεδ τηε ρεχορδ ισσυανχε οφ 

2013. Dυρινγ 2014, 544 ηιγη ψιελδ βονδσ τοταλινγ αππροξιmατελψ 

∃356 βιλλιον ωερε ισσυεδ.

Υ.Σ. Φιξεδ Ινχοmε Ινδεξ Χηαραχτεριστιχσ ασ οφ Dεχεmβερ 31, 2014

Βαρχλαψσ Ινδιχεσ Ψιελδ το Wορστ Μοδ Αδϕ Dυρατιον Αϖγ Ματυριτψ % οφ Βαρχλαψσ Γ/Χ % οφ Βαρχλαψσ Αγγ

Βαρχλαψσ Αγγρεγατε 2.25 5.55 7.69 100.00%

Βαρχλαψσ Γοϖτ/Χρεδιτ 2.11 6.13 8.34 100.00% 68.60%

Ιντερmεδιατε 1.67 3.89 4.22 79.34% 54.43%

Λονγ−Τερm 3.76 14.72 24.17 20.66% 14.17%

Βαρχλαψσ Γοϖτ 1.42 5.42 6.65 57.09% 39.16%

Βαρχλαψσ Χρεδιτ 3.01 7.07 10.60 42.91% 29.44%

Βαρχλαψσ ΜΒΣ 2.60 4.34 6.45 28.79%

Βαρχλαψσ ΑΒΣ 1.47 2.54 2.73 0.54%

Βαρχλαψσ ΧΜΒΣ 2.33 4.29 4.79 2.01%

Βαρχλαψσ Χορπ Ηιγη Ψιελδ 6.61 4.34 6.46

Source: Barclays

Excess Return versus Like-Duration Treasuries
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Εφφεχτιϖε Ψιελδ Οϖερ Τρεασυριεσ
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Στψλε Μεδιαν ανδ Ινδεξ Ρετυρνσ∗ φορ Περιοδσ ενδεδ Dεχεmβερ 31, 2014

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

Χορε Βονδ Στψλε 1.68 6.23 3.48 5.10 5.21 6.16

Χορε Βονδ Πλυσ Στψλε 1.46 6.12 4.45 6.05 5.64 6.78

Βαρχλαψσ Αγγρεγατε 1.79 5.97 2.66 4.45 4.71 5.70

Βαρχλαψσ Γοϖτ/Χρεδιτ 1.82 6.01 2.76 4.69 4.70 5.79

Βαρχλαψσ Γοϖτ 1.86 4.92 1.40 3.70 4.29 5.34

Βαρχλαψσ Χρεδιτ 1.76 7.53 4.84 6.25 5.46 6.50

Χιτι Βροαδ Ινϖεστmεντ Γραδε 1.77 5.91 2.64 4.39 4.81 5.77

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

Εξτενδεδ Ματυριτψ Στψλε 5.07 17.99 6.68 10.40 7.63 8.61

Βαρχλαψσ Λονγ Γοϖτ/Χρεδιτ 5.60 19.31 5.77 9.81 7.36 8.39

Βαρχλαψσ Λονγ Γοϖτ 8.38 24.66 4.23 9.86 7.48 8.38

Βαρχλαψσ Λονγ Χρεδιτ 4.06 16.39 7.00 9.70 7.08 8.25

Χιτι Πενσιον Dισχουντ Χυρϖε 8.23 25.44 7.80 12.79 8.95 10.68

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

Ιντερmεδιατε Στψλε 0.89 3.38 2.52 3.89 4.60 5.55

Βαρχλαψσ Ιντερmεδιατε Αγγρεγατε 1.20 4.12 2.19 3.72 4.34 5.30

Βαρχλαψσ Ιντερmεδιατε Γοϖτ/Χρεδιτ 0.89 3.13 2.03 3.54 4.10 5.12

Βαρχλαψσ Ιντερmεδιατε Γοϖτ 0.95 2.52 0.99 2.78 3.76 4.69

Βαρχλαψσ Ιντερmεδιατε Χρεδιτ 0.80 4.16 3.98 5.00 4.88 5.92

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

Dεφενσιϖε Στψλε 0.22 1.06 1.17 1.88 3.09 3.86

Αχτιϖε Dυρατιον Στψλε 1.28 4.65 2.81 4.27 4.80 5.79

Μονεψ Μαρκετ Φυνδσ (νετ οφ φεεσ) 0.00 0.01 0.01 0.01 1.43 1.79

ΜΛ Τρεασυρψ 1�3−Ψεαρ 0.17 0.47 0.42 1.03 2.52 3.32

90−Dαψ Τρεασυρψ Βιλλσ 0.00 0.03 0.07 0.09 1.54 2.01

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

Ηιγη Ψιελδ Στψλε −0.74 2.92 8.54 9.14 7.64 7.63

Βαρχλαψσ Χορπορατε Ηιγη Ψιελδ −1.00 2.45 8.43 9.03 7.74 7.48

ΜΛ Ηιγη Ψιελδ Μαστερ −1.05 2.45 8.29 8.87 7.54 7.46

Μορτγαγε/Ασσετ−Βαχκεδ Θυαρτερ Ψεαρ 3 Ψεαρσ 5 Ψεαρσ 10 Ψεαρσ 15 Ψεαρσ

Μορτγαγε Στψλε 1.70 6.36 3.06 4.64 5.06 5.97

Βαρχλαψσ ΜΒΣ 1.79 6.08 2.37 3.73 4.75 5.54

Βαρχλαψσ ΑΒΣ 0.55 1.88 1.74 3.23 3.38 4.63

Βαρχλαψσ ΧΜΒΣ 1.45 3.86 4.52 7.82 5.29 6.61

Μυνιχιπαλ Θυαρτερ Ψεαρ 3 Ψεαρσ 5 Ψεαρσ 10 Ψεαρσ 15 Ψεαρσ

Βαρχλαψσ Μυνι 1.37 9.05 4.30 5.16 4.74 5.55

Βαρχλαψσ Μυνι 1�10−Ψεαρ 0.57 4.66 2.61 3.70 4.00 4.63

Βαρχλαψσ Μυνι 3−Ψεαρ −0.13 1.22 1.47 1.93 2.97 3.57

ΤΙΠΣ Θυαρτερ Ψεαρ 3 Ψεαρσ 5 Ψεαρσ 10 Ψεαρσ 15 Ψεαρσ

Βαρχλαψσ ΤΙΠΣ Φυλλ Dυρατιον −0.03 3.64 0.44 4.11 4.37 6.49

Βαρχλαψσ ΤΙΠΣ 1−10 Ψεαρ −1.00 0.91 0.03 2.78 3.75 5.61

*Returns of  less than one year are not annualized.

Sources: Barclays, Callan, Citigroup, Merrill Lynch

Υ.Σ. ΦΙΞΕD ΙΝΧΟΜΕ (Χοντινυεδ)
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Delation Demons
ΝΟΝ−Υ.Σ. ΦΙΞΕD ΙΝΧΟΜΕ |  Κψλε Φεκετε

Delationary concerns, weakening currencies, and further 
βιφυρχατιον αmονγ ωορλδ εχονοmιεσ χοντινυεδ το ωειγη ον 

φορειγν βονδ ρετυρνσ. Τηε ρελατιϖε στρενγτη οφ τηε Υ.Σ. δολ−

λαρ δεπρεσσεδ λοχαλ χυρρενχψ ινϖεστmεντσ; τηε Χιτι Νον−Υ.Σ. 

Wορλδ Γοϖερνmεντ Βονδ Ινδεξ (WΓΒΙ) τυmβλεδ 2.91%. Τηε 

δολλαρ−ηεδγεδ Χιτι Νον−Υ.Σ. WΓΒΙ χλιmβεδ 3.06%, ιλλυστρατινγ 

τηε δισπαριτψ αγαινστ φορειγν χυρρενχιεσ.

The euro zone’s battle with disinlation raised concerns of 
Japan-like delation among major economies. (In the early 
�90σ, τηε Βανκ οφ ϑαπαν λοωερεδ ιντερεστ ρατεσ το νεαρ ζερο 

in order to stimulate inlation, but to no avail. Its delationary 
ρυν ηασ λαστεδ ωελλ οϖερ α δεχαδε.) Ιν ρεσπονσε το προλονγεδ 

ανεmιχ γροωτη, τηε ΕΧΒ αννουνχεδ ιτ ωουλδ χονσιδερ α θυαν−

τιτατιϖε εασινγ προγραm τηατ ωουλδ ινχλυδε αδδινγ σοϖερειγν 

bonds to its balance sheet. Speculation and a light to qual−
ιτψ φυελεδ α ραλλψ ιν βοτη χορε ανδ φρινγε Ευροπεαν σοϖερειγν 

Θυαρτερλψ Ρετυρν Αττριβυτιον φορ Νον−Υ.Σ. Γοϖ�τ Ινδιχεσ 

(Υ.Σ. Dολλαρ)

Χουντρψ Τοταλ Λοχαλ Χυρρενχψ Wτγ

Αυστραλια −1.97% 4.82% −6.48% 1.90%

Αυστρια −1.14% 3.21% −4.21% 1.89%

Βελγιυm −1.20% 3.14% −4.21% 3.03%

Χαναδα −1.03% 2.58% −3.51% 2.56%

Dενmαρκ −1.02% 3.37% −4.24% 0.83%

Φινλανδ −2.05% 2.26% −4.21% 0.74%

Φρανχε −1.47% 2.87% −4.21% 11.28%

Γερmανψ −1.55% 2.78% −4.21% 9.36%

Ιρελανδ −2.65% 1.63% −4.21% 0.95%

Ιταλψ −1.72% 2.60% −4.21% 11.16%

ϑαπαν −6.22% 2.50% −8.51% 32.86%

Μαλαψσια −6.27% −2.85% −6.18% 0.57%

Μεξιχο −6.13% 3.03% −8.88% 1.15%

Νετηερλανδσ −1.52% 2.81% −4.21% 3.03%

Νορωαψ −10.82% 4.10% −14.34% 0.31%

Πολανδ −4.97% 2.11% −6.93% 0.71%

Σινγαπορε −2.47% 1.33% −3.76% 0.43%

Σουτη Αφριχα 1.92% 4.34% −2.34% 0.60%

Σπαιν −1.56% 2.76% −4.21% 6.23%

Σωεδεν −4.77% 3.42% −7.92% 0.56%

Σωιτζερλανδ −2.65% 1.24% −3.84% 0.38%

Υ.Κ. 2.69% 6.77% −3.82% 9.50%

Source: Citigroup

βονδσ ασ ψιελδσ δροππεδ. Τηε Γερmαν 10−ψεαρ ψιελδ δεχλινεδ 

το α ρεχορδ λοω οφ 0.54%; τηε σπρεαδ ωιτη Υ.Σ. Τρεασυριεσ ωιδ−

ενεδ το 1.63%. Τηε Γερmαν τωο−ψεαρ νοτε ρεmαινεδ ιν νεγα−

τιϖε τερριτορψ, ινδιχατινγ ινϖεστορσ ωουλδ ρεχειϖε λεσσ τηαν ωηατ 

τηεψ παιδ φορ τηε δεβτ. Ψιελδ ον Υ.Κ. σοϖερειγν δεβτ δεχλινεδ 67 

βπσ ασ τηε πουνδ στερλινγ σανκ ανδ τηε Βανκ οφ Ενγλανδ δισ−

χυσσεδ αδϕυστινγ ιντερεστ ρατεσ. Ψιελδσ ον Σπανιση ανδ Ιταλιαν 

δεβτ δεχλινεδ 52 βπσ ανδ 44 βπσ, ρεσπεχτιϖελψ.

In Asia Paciic, recessionary Japan experienced a fourth 
straight month of weakening inlation. The 10-year yield fell to 
0.33%, ιτσ λοωεστ λεϖελ εϖερ, ασ τηε Βανκ οφ ϑαπαν mαινταινεδ 

ιτσ αγγρεσσιϖε στιmυλυσ προγραm. Αυστραλια�σ 10−ψεαρ ψιελδ 

δεχλινεδ 73 βπσ, τηε mοστ χοmπαρεδ το ιτσ δεϖελοπεδ πεερσ.
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ΝΟΝ−Υ.Σ. ΦΙΞΕD ΙΝΧΟΜΕ (Χοντινυεδ)

Τηε JPM GBI-EM Global Diversiied Index, τραχκινγ εmεργ−

ινγ mαρκετ γοϖερνmεντ βονδσ δενοmινατεδ ιν λοχαλ χυρρενχιεσ, 

πλυmmετεδ 5.71% γιϖεν τηε βροαδ−βασεδ χυρρενχψ ωεακνεσσ 

ϖερσυσ τηε Υ.Σ. δολλαρ. Τηε Υ.Σ. δολλαρ−δενοmινατεδ ϑΠΜ ΕΜΒΙ 

Global Diversiied Index φελλ 0.55% φορ τηε θυαρτερ. Σινκινγ οιλ 

πριχεσ ωειγηεδ ηεαϖιλψ ον εmεργινγ mαρκετ εξπορτερσ. Ρυσσια�σ 

δεβτ χοντινυεδ ιτσ δοωνωαρδ σπιραλ ασ τηε 10−ψεαρ βονδ φελλ 

44% ιν δολλαρ τερmσ. Ιν Dεχεmβερ, τηε Ρυσσιαν χεντραλ βανκ 

ραισεδ ιντερεστ ρατεσ το 17% φροm 10.5% ιν αν εφφορτ το στεm τηε 

ρυβλε�σ δεχλινε. Λοω οιλ πριχεσ ωερε α mαϕορ βυρδεν ον τηε χυρ−

ρενχψ. Χολοmβιαν δεβτ δεχλινεδ 14%; οιλ αχχουντσ φορ ρουγηλψ 

50% οφ τηε χουντρψ�σ εξπορτσ. 

Τυρκεψ ωασ α βριγητ σποτ αmονγ εmεργινγ mαρκετ εχονοmιεσ. 

Τηε 10−ψεαρ βονδ γαινεδ 6.23% δεσπιτε τηε νεγατιϖε χυρρενχψ 

effect. The country’s inlationary outlook improved on the back 
οφ φαλλινγ οιλ πριχεσ. 

  Global Fixed Non-U.S. Fixed Emerging Emerging
  Style Style Debt DB Debt Local 

 10th Percentile 0.10 -1.11 -0.67 -3.38

 25th Percentile -0.63 -2.23 -1.59 -4.44

 Median -1.06 -2.52 -2.34 -5.37

 75th Percentile -1.38 -3.08 -3.21 -6.06

 90th Percentile -1.73 -3.48 -4.34 -7.05
   Citi World Citi Non-U.S.  JPM EMBI JPM GBI-EM
  Gov  World Gov  Gl Div Gl Div

 Benchmark   -1.49 -2.91 -0.55 -5.71
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Χαλλαν Στψλε Γρουπ Θυαρτερλψ Ρετυρνσ

Στψλε Μεδιαν ανδ Ινδεξ Ρετυρνσ∗ φορ Περιοδσ ενδεδ Dεχεmβερ 31, 2014

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

Γλοβαλ Στψλε −1.06 1.35 1.04 3.15 4.22 5.97

Χιτι Wορλδ Γοϖτ −1.49 −0.48 −0.97 1.67 3.08 4.95

Χιτι Wορλδ Γοϖτ (Λοχαλ) 2.71 8.47 4.31 4.41 3.98 4.52

Βαρχλαψσ Γλοβαλ Αγγρεγατε −1.04 0.59 0.73 2.65 3.60 5.20

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

Νον−Υ.Σ. Στψλε −2.52 −1.83 0.00 1.94 3.50 5.51

Χιτι Νον−Υ.Σ. Wορλδ Γοϖτ −2.91 −2.68 −1.94 0.85 2.64 4.65

Χιτι Νον−Υ.Σ. Wορλδ Γοϖτ (Λοχαλ) 3.06 9.93 5.53 4.68 3.96 4.29

Ευροπεαν Φιξεδ Θυαρτερ Ψεαρ 3 Ψεαρσ 5 Ψεαρσ 10 Ψεαρσ 15 Ψεαρσ

Χιτι Ευρο Γοϖτ Βονδ −1.56 −0.61 6.07 2.43 3.80 6.96

Χιτι Ευρο Γοϖτ Βονδ (Λοχαλ) 2.77 11.16 7.93 5.59 4.82 5.50

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

JPM EMBI Global Diversiied −0.55 7.43 6.13 7.57 7.78 9.78

JPM GBI-EM Global Diversiied −5.71 −5.72 0.07 2.63 6.65 −−

*Returns less than one year are not annualized. 

Sources: Callan, Citigroup, JPMorgan Chase

Εmεργινγ Σπρεαδσ Οϖερ Dεϖελοπεδ (Βψ Ρεγιον)

0 bps

200 bps

400 bps

600 bps

10 11 12 13 14

Emerging Americas Emerging EMEA (Europe, Middle East, Africa)

Source: Barclays

Emerging Asia

Sources: Callan, Citigroup, JPMorgan Chase & Co.



17Κνοωλεδγε. Εξπεριενχε. Ιντεγριτψ.

Ονωαρδ ανδ Υπωαρδ

ΡΕΑΛ ΕΣΤΑΤΕ |  ϑαψ Ναψακ

Τηε ΝΧΡΕΙΦ Προπερτψ Ινδεξ αδϖανχεδ 3.04% ανδ ρεχορδεδ 

α 1.29% ινχοmε ρετυρν ανδ α 1.75% αππρεχιατιον ρετυρν. Φορ 

2014, τηε Ινδεξ προδυχεδ α 5.36% ινχοmε ρετυρν, α 6.35% 

αππρεχιατιον ρετυρν, ανδ αν 11.82% τοταλ ρετυρν. Τηε Ινδεξ 

cash low returns were 0.80% and 3.57% for the quarter and 
ψεαρ, ρεσπεχτιϖελψ.

A lurry of commercial real estate transactions during the fourth 
θυαρτερ υνδερπιννεδ πρεϖαιλινγ ρεαλ εστατε ρετυρνσ. Τηε Ινδεξ 

τραχκεδ 282 τρανσαχτιονσ ρεπρεσεντινγ ∃8.0 βιλλιον, ωελλ αηεαδ 

οφ τηε ∃4.9 βιλλιον 10−ψεαρ θυαρτερλψ τρανσαχτιον αϖεραγε. Τηε 

mαξιmυm θυαρτερλψ τρανσαχτιον ϖολυmε οϖερ τηε πριορ 10−ψεαρ 

περιοδ ωασ ∃8.7 βιλλιον ιν τηε σεχονδ θυαρτερ οφ 2007.

Πριχινγ γροωτη χοντινυεδ το χηαραχτεριζε ασσετ τραδεσ, ασ 

ϖαλυε−ωειγητεδ τρανσαχτιοναλ χαπιταλιζατιον ρατεσ τιχκεδ δοων 

το 5.27%. Οϖερ τηε χουρσε οφ τηε πριορ χψχλε, θυαρτερλψ ϖαλυε−

ωειγητεδ τρανσαχτιοναλ χαπιταλιζατιον ρατεσ διππεδ το α λοω οφ 

5.00% ιν τηε τηιρδ θυαρτερ οφ 2007 ανδ εξπανδεδ το 8.42% ιν 

τηε τηιρδ θυαρτερ οφ 2009. Αππραισαλ χαπιταλιζατιον ρατεσ δεχλινεδ 

το 4.92% δυρινγ τηε φουρτη θυαρτερ οφ 2014. Ασ mαρκετσ πεακεδ 

οϖερ τηε πριορ χψχλε, αππραισαλ χαπιταλιζατιον ρατεσ δεχλινεδ το 

4.89% ιν τηε τηιρδ θυαρτερ οφ 2008.

Ιν τηε λιστεδ ρεαλ εστατε mαρκετ, τηε ΦΤΣΕ ΕΠΡΑ/ΝΑΡΕΙΤ 

Dεϖελοπεδ ΡΕΙΤ Ινδεξ (ΥΣD) αδϖανχεδ 8.07% ανδ δοmεσ−

τιχ ΡΕΙΤσ, τραχκεδ βψ τηε ΦΤΣΕ ΝΑΡΕΙΤ Εθυιτψ ΡΕΙΤσ Ινδεξ, 

αδϖανχεδ 14.20%. Φαϖοραβλε εχονοmιχ δψναmιχσ αρε δριϖινγ 

ρενταλ γροωτη ιν mανψ mαϕορ προπερτψ σεχτορσ, ανδ πριϖατε εθυιτψ 

ρεαλ εστατε βυψερσ αρε αχθυιρινγ ασσετσ ανδ πλατφορmσ τηατ ωουλδ 

οτηερωισε ηαϖε βεεν τακεν πυβλιχ, δριϖινγ υπ ΡΕΙΤ ϖαλυεσ.

Ιντερνατιοναλλψ, τηε Υνιτεδ Κινγδοm ηασ εξηιβιτεδ σοφτνεσσ ασ 

ρεσιδεντιαλ προπερτψ σαλεσ ηαϖε σλοωεδ ωιτη τηε χοντραχτιον οφ 

foreign buyer demand. In the Asia/Paciic region, headwinds in 
Χηινα ηαϖε βεεν βαλανχεδ βψ α ρεϖερσαλ οφ ρεστριχτιϖε πολιχιεσ 

το χυρβ ηουσινγ σεχτορ γροωτη.

Ιν τηε Υ.Σ., Ηεαλτη Χαρε (+16.98%) λεδ σεχτορ περφορmανχε φορ 

τηε θυαρτερ, φολλοωεδ βψ Ρεσιδεντιαλ (+16.39%) ανδ Λοδγινγ/

Resorts (+16.37%). Even the laggards (Diversiied REITs: 
+11.84%; Ρεταιλ: +12.37%) ωερε στρονγ. Τηε φρεε στανδινγ 

Ρεταιλ συβσεχτορ ονλψ γαινεδ 1.11%.

Υ.Σ. ΡΕΙΤσ ραισεδ ∃12.5 βιλλιον δυρινγ τηε φουρτη θυαρτερ φολλοω−

ινγ τηε χοmπλετιον οφ τωο πριmαρψ οφφερινγσ τηατ ραισεδ ∃3.2 βιλ−

λιον, 23 σεχονδαρψ οφφερινγσ (∃3.9 βιλλιον), φουρ πρεφερρεδ εθυιτψ 

οφφερινγσ (∃1.6 βιλλιον) ανδ 13 υνσεχυρεδ δεβτ οφφερινγσ (∃3.8 

βιλλιον). Υ.Σ. ΡΕΙΤσ ραισεδ ∃63.6 βιλλιον ιν 2014, βεηινδ τηε 

∃73.3 βιλλιον ανδ ∃77.0 βιλλιον οφ χαπιταλ ραισινγ αχτιϖιτψ σεεν ιν 

2012 ανδ 2013, ρεσπεχτιϖελψ.

Χοmmερχιαλ mορτγαγε−βαχκεδ σεχυριτιεσ ισσυανχε ρεαχηεδ 

∃25.2 βιλλιον ιν τηε φουρτη θυαρτερ, ϕυστ οφφ παχε φροm τηε ∃28.1 

βιλλιον οφ ισσυανχε ϖολυmε φροm τηε θυαρτερ πριορ. Τοταλ ισσυανχε 

φορ τηε χαλενδαρ ψεαρ ωασ ∃94.1 βιλλιον, ωηιχη ωασ ϕυστ σηψ οφ 

τηε εξπεχτεδ ∃100 βιλλιον οφ ισσυανχε ϖολυmε φορ τηε ψεαρ. Τηισ 

ρεπρεσεντσ τηε λαργεστ ισσυανχε ϖολυmε σεεν σινχε 2004. Πεακ 

mαρκετ (βετωεεν 2005 ανδ 2007) θυαρτερλψ ισσυανχε ϖολυmε 

ρανγεδ φροm ∃33.0 βιλλιον το ∃73.6 βιλλιον.

Ρολλινγ Ονε−Ψεαρ Ρετυρνσ
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ΡΕΑΛ ΕΣΤΑΤΕ (Χοντινυεδ)

Χαλλαν Dαταβασε Μεδιαν ανδ Ινδεξ Ρετυρνσ∗ φορ Περιοδσ ενδεδ Dεχεmβερ 31, 2014

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

Ρεαλ Εστατε Dαταβασε (νετ οφ φεεσ) 2.87 11.90 12.18 13.72 5.76 7.48

ΝΧΡΕΙΦ Προπερτψ∗∗ 3.04 11.82 11.11 12.13 8.38 8.89

ΝΦΙ−ΟDΧΕ (ϖαλυε ωτδ. νετ) 3.02 11.45 11.38 12.85 6.11 6.89

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

ΡΕΙΤ Dαταβασε 14.42 31.15 16.67 17.77 9.38 14.08

ΦΤΣΕ ΝΑΡΕΙΤ Εθυιτψ 14.20 30.14 16.33 16.88 8.31 12.67

Γλοβαλ Ρεαλ Εστατε Θυαρτερ Ψεαρ 3 Ψεαρσ 5 Ψεαρσ 10 Ψεαρσ 15 Ψεαρσ

Γλοβαλ ΡΕΙΤ Dαταβασε 7.84 16.53 16.08 12.52 7.73 9.42

ΦΤΣΕ ΕΠΡΑ/ΝΑΡΕΙΤ Dεϖελοπεδ ΡΕΙΤ 8.07 15.89 15.90 12.04 6.90 10.15

*Returns less than one year are not annualized.

**Represents data available as of  publication date. 

All REIT returns are reported gross in USD. 

Sources: Callan, NAREIT, NCREIF, The FTSE Group. NCREIF statistics are the product of  direct queries and may not represent frozen statistics.

ΝΧΡΕΙΦ Τρανσαχτιον ανδ Αππραισαλ Χαπιταλιζατιον Ρατεσ ΝΧΡΕΙΦ Χαπιταλιζατιον Ρατεσ βψ Προπερτψ Τψπε
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Πριϖατε Εθυιτψ Περφορmανχε Dαταβασε (%) (Ποολεδ Ηοριζον ΙΡΡσ τηρουγη ϑυνε 30, 2014∗)

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

Αλλ ςεντυρε 3.2 29.7 13.6 14.8 10.1 11.8 27.6 

Γροωτη Εθυιτψ 4.6 25.2 12.0 16.1 13.5 13.4 15.2 

Αλλ Βυψουτσ 5.0 22.7 12.6 17.3 14.4 12.1 13.6 

Μεζζανινε 2.7 12.3 11.8 11.7 10.7 8.2 10.1 

Dιστρεσσεδ 3.3 16.8 11.9 16.9 11.7 11.8 12.0 

Αλλ Πριϖατε Εθυιτψ 4.4 23.1 12.6 16.6 13.2 12.1 14.9 

Σ&Π 500 5.2 24.6 16.6 18.8 7.8 4.4 9.8

Private equity returns are net of  fees. 

Sources: Standard & Poor’s, Thomson/Cambridge 

*Most recent data available at time of  publication

Μοmεντυm Βυιλδσ 

ΠΡΙςΑΤΕ ΕΘΥΙΤΨ |  Γαρψ Ροβερτσον

Τηε ψεαρ�σ τοταλ φορ φυνδραισινγ ισ τηε λαργεστ σινχε 2008. Πριϖατε 

Εθυιτψ Αναλψστ ρεπορτσ τηατ, ατ ∃266.2 βιλλιον, τηε 2014 χοmmιτ−

ment dollar volume inished up 11.7% from 2013’s $238.4 bil−
λιον. Τηε νυmβερ οφ φυνδσ φορmεδ αλσο ινχρεασεδ βψ 15.7% το 

765, φροm 661 ιν 2013. Νεω φουρτη−θυαρτερ χοmmιτmεντσ τοταλεδ 

∃91.1 βιλλιον ωιτη 196 νεω παρτνερσηιπσ φορmεδ. 

Αχχορδινγ το Βυψουτσ νεωσλεττερ, νεω αχθυισιτιονσ τοταλεδ 

1,617 ιν 2014, υπ φροm 1,506 ιν 2013. Αννουνχεδ δολλαρ ϖολ−

υmε δεχρεασεδ βψ 12.9% το ∃128.7 βιλλιον φροm ∃160.0 βιλλιον 

ιν 2013. Τηε φουρτη θυαρτερ γενερατεδ 304 χοντρολ τρανσαχτιονσ 

ανδ δισχλοσεδ δολλαρ ϖολυmε ον χλοσεδ δεαλσ τοταλεδ ∃25.5 βιλ−

λιον. Αχχορδινγ το Σ&Π Χαπιταλ ΙΘ, ιν τηε σεχονδ ηαλφ οφ 2014 

πυρχηασε πριχε mυλτιπλεσ χλιmβεδ ιντο τηε δουβλε διγιτσ.

Αχχορδινγ το τηε Νατιοναλ ςεντυρε Χαπιταλ Ασσοχιατιον, νεω 

ινϖεστmεντ ιν ϖεντυρε χαπιταλ χοmπανιεσ ϕυmπεδ 61% φορ τηε 

ψεαρ, φροm ∃30.0 βιλλιον ιν 2013 το ∃48.4 βιλλιον. Τηε δολλαρ 

ϖολυmε ιν 2014 ισ τηιρδ ονλψ το 1999 (∃54.9 βιλλιον) ανδ 2000 

(∃105.0 βιλλιον). Τηε ψεαρ προδυχεδ 4,356 ρουνδσ οφ ινϖεστmεντ, 

υπ φροm 4,193 ιν 2013. Ιν τηε φουρτη θυαρτερ, ινϖεστmεντ ϖολυmε 

totaled $14.8 billion in 1,109 rounds of inancing.

Ρεγαρδινγ εξιτσ, Βυψουτσ ρεπορτσ τηατ 2014�σ αγγρεγατε δισ−

closed M&A exit value of $102.6 billion was up signiicantly from 
2013, ωηιχη ρεπορτεδ ∃63.6 βιλλιον. Πριϖατε Μ&Α εξιτσ οφ βυψ−

ουτ−βαχκεδ χοmπανιεσ ωερε αλσο υπ το 534 ϖερσυσ 2013�σ 377.  

Ιν τηε φουρτη θυαρτερ, ειγητ οφ τηε χοmπλετεδ 108 Μ&Α εξιτσ  

Φυνδσ Χλοσεδ ϑανυαρψ 1 το Dεχεmβερ 31, 2014

Στρατεγψ Νο. οφ Φυνδσ Αmτ (∃mm) Περχεντ

ςεντυρε Χαπιταλ 307 32,968 12%

Βυψουτσ 305 174,783 66%

Συβορδινατεδ Dεβτ 33 8,663 3%

Dιστρεσσεδ Dεβτ 33 22,613 8%

Σεχονδαρψ ανδ Οτηερ 25 17,302 6%

Φυνδ−οφ−φυνδσ 62 9,873 4%

Τοταλσ 765 266,201 100%

Source: Private Equity Analyst

ηαδ ϖαλυεσ οϖερ ∃1 βιλλιον, ωιτη τηε λαργεστ βεινγ Απολλο�σ ∃3.1 

βιλλιον σαλε οφ Πρεστιγε Χρυισεσ το Νορωεγιαν Χρυισε Λινεσ. 

Τηερε ωερε 18 βυψουτ−βαχκεδ ΙΠΟσ ωιτη αν αγγρεγατε ϖαλυε 

οφ ∃4.7 βιλλιον. Τηε φυλλ ψεαρ προδυχεδ 50 ΙΠΟσ ραισινγ α τοταλ οφ 

∃42.0 βιλλιον. 

ςεντυρε−βαχκεδ Μ&Α εξιτσ φορ τηε ψεαρ ινχλυδεδ 455 πριϖατε 

σαλεσ ωιτη 132 αννουνχεδ ϖαλυεσ τοταλινγ ∃46.0 βιλλιον, υπ 

φροm 2013�σ 393 εξιτσ ανδ ∃16.9 βιλλιον ιν αννουνχεδ ϖαλυε. 

Τηε φουρτη θυαρτερ ηαδ 95 εξιτσ, οφ ωηιχη 29 αννουνχεδ ϖαλ−

υεσ τοταλινγ ∃26.4 βιλλιον. Φαχεβοοκ�σ ∃19.5 βιλλιον πυρχηασε οφ 

WhatsApp resulted in a signiicant jump in values from Q3 to 
Θ4. Τηερε ωερε 27 ϖεντυρε−βαχκεδ ΙΠΟσ ιν τηε φουρτη θυαρτερ 

τηατ ραισεδ ∃4.4 βιλλιον, ανδ τηε τοταλ φορ 2014 ωασ 115 ϖεντυρε−

βαχκεδ ΙΠΟσ τηατ ραισεδ ∃15.3 βιλλιον.

Πλεασε σεε ουρ υπχοmινγ ισσυε οφ Πριϖατε Μαρκετσ Τρενδσ φορ 

mορε ιν−δεπτη χοϖεραγε.



20

Dαταβασε Μεδιαν ανδ Ινδεξ Ρετυρνσ∗ φορ Περιοδσ ενδεδ Dεχεmβερ 31, 2014

Diversiied Hedge Fund Strategies Θυαρτερ Ψεαρ 3 Ψεαρσ 5 Ψεαρσ 10 Ψεαρσ 15 Ψεαρσ

Ηεδγε Φυνδ−οφ−Φυνδσ Dαταβασε 0.70 2.95 6.98 4.90 4.74 6.06

ΧΣ Ηεδγε Φυνδ Ινδεξ 0.70 4.13 7.15 5.88 5.82 6.34

Χρεδιτ Συισσε Συβινδιχεσ Θυαρτερ Ψεαρ 3 Ψεαρσ 5 Ψεαρσ 10 Ψεαρσ 15 Ψεαρσ

Εθυιτψ Μαρκετ Νευτραλ 0.33 −1.20 2.88 2.44 −1.01 2.22

Χονϖερτιβλε Αρβιτραγε −3.01 −1.67 3.98 4.75 4.06 6.49

Φιξεδ Ινχοmε Αρβιτραγε 0.04 4.37 6.35 7.22 3.85 4.88

Μυλτι−Στρατεγψ 1.13 6.09 9.48 7.87 6.54 7.38

Dιστρεσσεδ −2.31 2.55 9.96 7.02 6.57 8.33

Ρισκ Αρβιτραγε −1.71 −1.32 2.11 2.06 3.82 4.57

Εϖεντ Dριϖεν Μυλτι−Στρατεγψ −2.09 1.14 8.69 5.27 6.59 7.74

Λονγ/Σηορτ Εθυιτψ 2.25 5.54 10.37 6.37 6.41 5.88

Dεδιχατεδ Σηορτ Βιασ −2.51 −5.61 −17.38 −14.72 −7.68 −6.43

Γλοβαλ Μαχρο 0.47 3.11 4.00 6.32 7.72 9.83

Μαναγεδ Φυτυρεσ 11.27 18.36 3.84 3.78 4.29 5.76

Εmεργινγ Μαρκετσ 0.76 1.52 6.80 4.83 6.90 7.67

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

Σηακε Ιτ Οφφ 

ΗΕDΓΕ ΦΥΝDΣ |  ϑιm ΜχΚεε

Τεχτονιχ στρεσσεσ οφ ροβυστ συππλψ ανδ φραγιλε δεmανδ χρεατεδ 

χραχκσ ιν τηε χρυστ οφ χαπιταλ mαρκετσ. Στεαδψ οιλ προδυχτιον 

γροωτη οϖερωηελmεδ χονσυmερ νεεδσ, ρεσυλτινγ ιν α δραmατιχ 

βρεακδοων ιν ενεργψ πριχεσ. Χηινα�σ εββινγ γροωτη στορψ 

depressed other commodity prices, while disinlationary forces 
in Europe magniied anxieties. Despite domestic oil weakness, 
α στεαδψ Υ.Σ. εχονοmψ χοντινυεδ το συππορτ τηε mαρκετ�σ χον−

idence that a global recession was not looming ahead. While 
τηε Σ&Π 500 Ινδεξ γαινεδ 4.93%, στοχκσ αβροαδ γενεραλλψ 

declined. Falling inlation expectations led developed bond 
mαρκετσ το αχχεπτ λοωερ λονγ−τερm ψιελδσ.

Ιλλυστρατινγ ραω ηεδγε φυνδ περφορmανχε ωιτηουτ ιmπλεmεντα−

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

0.70% ιν τηε φουρτη θυαρτερ.  Ρεπρεσεντινγ αχτυαλ ηεδγε φυνδ 

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

Φυνδσ Dαταβασε αδϖανχεδ 0.70%, νετ οφ αλλ φεεσ. 

Wιτηιν τηε ΧΣ ΗΦΙ, τηε βεστ−περφορmινγ στρατεγψ ωασ Μαναγεδ 

Φυτυρεσ (+11.27%), ωηερε τρενδ−φολλοωινγ στρατεγιεσ γοτ τηειρ 

mοϕο πριmαριλψ φροm φαλλινγ οιλ πριχεσ ανδ τηε ρισινγ δολλαρ. 

Λονγ/Σηορτ Εθυιτψ (+2.25%) beneitted from a resilient U.S.  

στοχκ mαρκετ. Wιδενινγ χρεδιτ ανδ δεαλ σπρεαδσ υνδερmινεδ 

τηε εϖεντ−δριϖεν σπαχε, λεδ βψ Dιστρεσσεδ (−2.31%).

Wιτηιν Χαλλαν�σ Ηεδγε Φυνδ−οφ−Φυνδσ Dαταβασε, mαρκετ εξπο−

συρεσ mαργιναλλψ αφφεχτεδ περφορmανχε ιν τηε φουρτη θυαρτερ.  

Ηυρτ βψ ωιδενινγ σπρεαδσ, τηε mεδιαν Χαλλαν Αβσολυτε Ρετυρν 

ΦΟΦ (−0.54%) τραιλεδ τηε Λονγ/Σηορτ Εθυιτψ ΦΟΦ (+1.57%).

  Αβσολυτε Ρετυρν Χορε Dιϖερσιφιεδ Λονγ/Σηορτ Εθ
  ΦΟΦ Στψλε ΦΟΦ Στψλε ΦΟΦ Στψλε

 10τη Περχεντιλε 1.12 1.51 3.82

 25τη Περχεντιλε 0.81 1.15 2.49

 Μεδιαν −0.54 0.60 1.57

 5τη Περχεντιλε −1.65 0.08 −0.09

 90τη Περχεντιλε −2.63 −0.67 −1.76

 Τ−Βιλλσ + 5% 1.23 1.23 1.23

Sources: Callan, Merrill Lynch
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Χαλλαν Στψλε Γρουπ Θυαρτερλψ Ρετυρνσ
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Τηε Χαλλαν DΧ Ινδεξ� ισ αν εθυαλλψ ωειγητεδ ινδεξ τραχκινγ τηε χαση 

lows and performance of nearly 90 plans, representing more than one 
million DC participants and over $140 billion in assets. The Index is updated 
quarterly and is available at http://www.callan.com/research/dcindex/. 
Read the quarterly DC Observer newsletter for additional commentary 
and data.

In the third quarter of 2014, the Callan DC Index™ saw its irst 
λοσσ σινχε mιδ−2012, δεχλινινγ 1.08% ασ τηε εθυιτψ mαρκετσ�

παρτιχυλαρλψ σmαλλ χαπ ανδ νον−Υ.Σ. εθυιτιεσ�στρυγγλεδ. Τηε 

τψπιχαλ 2035 ταργετ δατε φυνδ (ΤDΦ) φαρεδ εϖεν ωορσε, δροππινγ 

2.06%. Σινχε τηε ινχεπτιον οφ τηε DΧ Ινδεξ ιν 2006, τηε τψπιχαλ 

DΒ πλαν ηασ mαινταινεδ α ηεαλτηψ εδγε οφ 84 βασισ ποιντσ, ον 

αϖεραγε, οϖερ τηε DΧ Ινδεξ�σ αννυαλιζεδ ρετυρν. Τηε λονγ−τερm 

αννυαλιζεδ περφορmανχε οφ ΤDΦσ, ιν χοντραστ, ισ βασιχαλλψ ιν λινε 

ωιτη τηατ οφ τηε DΧ Ινδεξ.

Dριϖεν πριmαριλψ βψ ινϖεστmεντ λοσσεσ, τηε DΧ Ινδεξ σηρανκ 

βψ 1.26% λαστ θυαρτερ ιν τερmσ οφ τοταλ γροωτη. Ηοωεϖερ, σινχε 

ινχεπτιον, τηε αϖεραγε πλαν βαλανχε ηασ γροων βψ α ηεαλτηψ 

8.26% ον αν αννυαλιζεδ βασισ. Οϖερ τωο−τηιρδσ οφ τηισ γροωτη 

(5.64%) ισ δυε το mαρκετ περφορmανχε; τηε ρεστ (2.61%) ισ δριϖεν 

βψ πλαν σπονσορ ανδ παρτιχιπαντ χοντριβυτιονσ.

 

Ινδεξ τυρνοϖερ χαmε ιν ατ 0.47%, χοmπαρεδ το ηιστοριχαλ θυαρ−

τερλψ λεϖελσ οφ 0.68%. ΤDΦσ σαω τηε γρεατεστ αmουντ οφ αχτιϖιτψ, 

attracting 81 cents for every dollar of lows. This is the second-
λαργεστ αmουντ τηε Ινδεξ ηασ εξπεριενχεδ σινχε ινχεπτιον, 

trailing only March 2014. Money lowed out of a wide variety 
οφ ασσετ χλασσεσ. Ονε οφ τηε ωεακεστ περφορmερσ συφφερεδ τηε 

mοστ: Υ.Σ. σmαλλ/mιδ χαπ. Ηοωεϖερ, νον−Υ.Σ. ανδ γλοβαλ εθυι−

ties showed minimal outlows, while emerging markets saw 
the strongest inlows in the past two years—albeit minimal, at 
σλιγητλψ αβοϖε 1%.

Τουγη Τηιρδ Θυαρτερ φορ DΧ 

DΕΦΙΝΕD ΧΟΝΤΡΙΒΥΤΙΟΝ |  ϑαmεσ Ο�Χοννορ

Νετ Χαση Φλοω Αναλψσισ (Τηιρδ Θυαρτερ 2014)∗ 

(Τοπ Τωο ανδ Βοττοm Τωο Ασσετ Γατηερερσ)

Ασσετ Χλασσ

Φλοωσ ασ % οφ

Τοταλ Νετ Φλοωσ

Ταργετ Dατε Φυνδσ 81.07%

Υ.Σ. Φιξεδ Ινχοmε 12.44%

Χοmπανψ Στοχκ −16.87%

Υ.Σ. Σmαλλ/Μιδ Χαπ −44.17%

Τοταλ Τυρνοϖερ1 0.47%

1 Total Index “turnover” measures the percentage of  total invested assets (transfers 

only, excluding contributions and withdrawals) that moved between asset classes. 

Source: Callan DC Index

*Notes: DC Index inception date is January 2006. DB plan performance is gross of  

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

Average 2035 Fund Average Corporate DB Plan*
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Ινϖεστmεντ Περφορmανχε∗
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% Net Flows % Return Growth
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ϑαψ Ναψακ ισ α χονσυλταντ ιν Χαλλαν�σ Ρεαλ  

Ασσετσ Χονσυλτινγ γρουπ. Ηε εϖαλυατεσ mαναγ−

ερσ ανδ τηειρ ρεσπεχτιϖε ρεαλ εστατε προδυχτσ φορ 

πλαν σπονσορ χλιεντσ. Ηε αλσο ηεαδσ ρεσεαρχη 

χοϖεραγε φορ γλοβαλ ρεαλ εστατε σεχυριτιεσ ανδ 

χοmmερχιαλ ρεαλ εστατε δεβτ στρατεγιεσ.

ϑαmεσ Ο�Χοννορ is a deined contribution con−

συλταντ ιν Χαλλαν�σ Φυνδ Σπονσορ Χονσυλτινγ 

γρουπ. Ηε προϖιδεσ αναλψτιχαλ συππορτ ιν αρεασ 

ινχλυδινγ χλιεντ προποσαλσ, mαναγερ ρεσεαρχη, 

ανδ περφορmανχε εϖαλυατιον. ϑαmεσ αλσο χον−

δυχτσ DΧ ινϖεστmεντ στρυχτυρε εϖαλυατιονσ, 

φεε αναλψσεσ, ανδ ινδυστρψ ρεσεαρχη. 

Γαρψ Ροβερτσον ισ τηε mαναγερ οφ Χαλλαν�σ  

Πριϖατε Εθυιτψ Ρεσεαρχη γρουπ. Γαρψ ισ ρεσπον−

sible for the irm’s Alternative Investments con−

συλτινγ σερϖιχεσ. Ηε ισ χυρρεντλψ σεχρεταρψ οφ 

Χαλλαν�σ Χλιεντ Πολιχψ Ρεϖιεω Χοmmιττεε. 

Ιρινα Συσηχη ισ αν αναλψστ ιν Χαλλαν�σ Γλοβαλ 

Μαναγερ Ρεσεαρχη γρουπ. Ιρινα�σ ρολε ωιτηιν 

ΓΜΡ ινχλυδεσ τηε θυαντιτατιϖε ανδ θυαλιτα−

τιϖε αναλψσισ οφ ινϖεστmεντ mαναγερσ ανδ τηε 

χοmπιλατιον οφ δεταιλεδ ρεσεαρχη ρεπορτσ φορ 

χλιεντσ ανδ τηε Μαναγερ Σεαρχη Χοmmιττεε. 

Νατηαν Wονγ, ΧΦΑ, is a ixed income invest−
mεντ χονσυλταντ ιν Χαλλαν�σ Γλοβαλ Μαναγερ 

Ρεσεαρχη γρουπ. Ηε ισ ρεσπονσιβλε φορ 

research and analysis of ixed income invest−
mεντ mαναγερσ ανδ ασσιστσ πλαν σπονσορ 

clients with ixed income manager searches.

Κψλε Φεκετε ισ αν αναλψστ ιν Χαλλαν�σ Γλοβαλ 

Μαναγερ Ρεσεαρχη γρουπ. Ηε χονδυχτσ τηορ−

ουγη αναλψσισ οφ ινϖεστmεντ mαναγερσ ανδ 

χοmπιλεσ δεταιλεδ ρεσεαρχη ρεπορτσ φορ χλιεντσ 

ανδ τηε Μαναγερ Σεαρχη Χοmmιττεε.

 

ϑαψ Κλοεπφερ ισ διρεχτορ οφ Χαπιταλ Μαρκετσ ανδ  

Αλτερνατιϖεσ Ρεσεαρχη. Ηε οϖερσεεσ Χαλλαν�σ 

Χαπιταλ Μαρκετσ, Ηεδγε Φυνδ, ανδ Πριϖατε 

Μαρκετσ ρεσεαρχη γρουπσ. ϑαψ ισ αυτηορ οφ τηε  

�Χαλλαν Περιοδιχ Ταβλε οφ Ινϖεστmεντ Ρετυρνσ.�

Ματτ Λαι ισ αν αναλψστ ιν Χαλλαν�σ Γλοβαλ 

Μαναγερ Ρεσεαρχη γρουπ. Ματτ�σ ρολε ωιτηιν 

ΓΜΡ ινχλυδεσ τηε θυαντιτατιϖε ανδ θυαλιτατιϖε 

αναλψσισ οφ ινϖεστmεντ mαναγερσ, ασ ωελλ ασ 

τηε χοmπιλατιον οφ δεταιλεδ ρεσεαρχη ρεπορτσ φορ 

χλιεντσ ανδ τηε Μαναγερ Σεαρχη Χοmmιττεε. 

Λαυρεν Ματηιασ, ΧΦΑ, ισ α δοmεστιχ εθυιτψ χον−

συλταντ ιν Χαλλαν�σ Γλοβαλ Μαναγερ Ρεσεαρχη 

γρουπ. Σηε ισ ρεσπονσιβλε φορ ρεσεαρχη ανδ 

αναλψσισ οφ δοmεστιχ εθυιτψ mαναγερσ ανδ  

ασσιστσ πλαν σπονσορ χλιεντσ ωιτη mαναγερ 

σεαρχηεσ. Λαυρεν αλσο οϖερσεεσ τηε Χαλλαν 

Χοννεχτσ προγραm.

ϑιm ΜχΚεε ισ διρεχτορ οφ Χαλλαν�σ Ηεδγε 

Φυνδ Ρεσεαρχη γρουπ. ϑιm σπεχιαλιζεσ ιν 

ηεδγε φυνδ ρεσεαρχη αδδρεσσινγ ρελατεδ  

ισσυεσ οφ ασσετ αλλοχατιον, mαναγερ στρυχτυρε, 

mαναγερ σεαρχη, ανδ περφορmανχε εϖαλυατιον 

φορ Χαλλαν�σ ινστιτυτιοναλ χλιεντσ. 

Αυτηορσ
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Certain information herein has been compiled by Callan and is based on information provided by a variety of  sources believed to be 

reliable for which Callan has not necessarily veriied the accuracy or completeness of  or updated. This report is for informational pur-

poses only and should not be construed as legal or tax advice on any matter. Any investment decision you make on the basis of  this 

report is your sole responsibility. You should consult with legal and tax advisers before applying any of  this information to your particular 

situation. Reference in this report to any product, service or entity should not be construed as a recommendation, approval, ailiation or 

endorsement of  such product, service or entity by Callan. Past performance is no guarantee of  future results. This report may consist of  

statements of  opinion, which are made as of  the date they are expressed and are not statements of  fact. The Callan Investments Institute 

(the “Institute”) is, and will be, the sole owner and copyright holder of  all material prepared or developed by the Institute. No party has 

the right to reproduce, revise, resell, disseminate externally, disseminate to subsidiaries or parents, or post on internal web sites any 

part of  any material prepared or developed by the Institute, without the Institute’s permission. Institute clients only have the right to utilize 

such material internally in their business.

Τηε Capital Market Review ισ α θυαρτερλψ mαχροεχονοmιχ ινδιχατορ νεωσλεττερ τηατ προϖιδεσ τηουγητφυλ 

insights on the economy and recent performance in the equity, ixed income, alternatives, international, 

ρεαλ εστατε, ανδ οτηερ χαπιταλ mαρκετσ.
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Callan was founded as an employee-owned investment consulting irm in 1973. Ever since, we have 

εmποωερεδ ινστιτυτιοναλ χλιεντσ ωιτη χρεατιϖε, χυστοmιζεδ ινϖεστmεντ σολυτιονσ τηατ αρε υνιθυελψ βαχκεδ 

βψ προπριεταρψ ρεσεαρχη, εξχλυσιϖε δατα, ονγοινγ εδυχατιον ανδ δεχισιον συππορτ. Τοδαψ, Χαλλαν αδϖισεσ 

ον mορε τηαν ∃1.8 τριλλιον ιν τοταλ ασσετσ, ωηιχη mακεσ υσ αmονγ τηε λαργεστ ινδεπενδεντλψ οωνεδ ινϖεστ−

ment consulting irms in the U.S. We use a client-focused consulting model to serve public and private 

pension plan sponsors, endowments, foundations, operating funds, smaller investment consulting irms, 

investment managers, and inancial intermediaries. For more information, please visit www.callan.com.

Αβουτ τηε Χαλλαν Ινϖεστmεντσ Ινστιτυτε

Τηε Χαλλαν Ινϖεστmεντσ Ινστιτυτε, εσταβλισηεδ ιν 1980, ισ α σουρχε οφ χοντινυινγ εδυχατιον φορ τηοσε ιν 

τηε ινστιτυτιοναλ ινϖεστmεντ χοmmυνιτψ. Τηε Ινστιτυτε χονδυχτσ χονφερενχεσ ανδ ωορκσηοπσ ανδ προϖιδεσ 

πυβλισηεδ ρεσεαρχη, συρϖεψσ, ανδ νεωσλεττερσ. Τηε Ινστιτυτε στριϖεσ το πρεσεντ τηε mοστ τιmελψ ανδ ρελεϖαντ 

ρεσεαρχη ανδ εδυχατιον αϖαιλαβλε σο ουρ χλιεντσ ανδ ουρ ασσοχιατεσ σταψ αβρεαστ οφ ιmπορταντ τρενδσ ιν τηε 

ινϖεστmεντσ ινδυστρψ.

© 2015 Callan Associates Inc.



Actual vs Target Asset Allocation
As of December 31, 2014

The top left chart shows the Fund’s asset allocation as of December 31, 2014. 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
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Target Asset Allocation
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$000s Weight Percent $000s
Asset Class Actual Actual Target Difference Difference
Domestic Equity       1,089,804   23.4%   21.4%    2.0%          91,313
Domestic Fixed Income         918,340   19.7%   18.0%    1.7%          78,488
International Equity         647,363   13.9%   14.2% (0.3%) (15,187)
Int’l Fixed Income         220,456    4.7%    5.0% (0.3%) (12,837)
Global Real Estate         445,846    9.6%    9.7% (0.1%) (6,741)
World Equity         721,649   15.5%   16.0% (0.5%) (24,886)
Private Equity         197,225    4.2%    4.9% (0.7%) (31,402)
Timber         191,316    4.1%    4.9% (0.8%) (37,311)
Infrastructure         182,922    3.9%    4.9% (1.0%) (45,705)
Cash Equivalents          50,925    1.1%    1.0%    0.1%           4,266
Total       4,665,846  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

(86)(88) (80)(85)

(32)(35)

(19)(18)
(77)(74)

(10)(8)

(19)
(15) (11)(9)

10th Percentile 50.38 41.39 3.20 11.52 25.03 4.34 16.16 15.56
25th Percentile 45.83 33.54 1.54 8.72 22.01 0.00 10.21 0.00

Median 37.30 27.99 0.39 5.01 18.61 0.00 0.00 0.00
75th Percentile 30.93 21.78 0.00 0.00 14.18 0.00 0.00 0.00
90th Percentile 20.76 16.13 0.00 0.00 10.38 0.00 0.00 0.00

Fund 23.36 19.68 1.09 9.56 13.87 4.72 12.25 15.47

Target 21.40 18.00 1.00 9.70 14.20 5.00 14.70 16.00

% Group Invested 96.20% 98.10% 68.99% 62.03% 89.87% 17.72% 43.04% 20.89%

* Current Quarter Target = 16.5% Russell 1000 Index, 16.0% MSCI World Index, 13.0% Barclays Aggregate Index, 11.1% MSCI EAFE Index, 9.7% NCREIF

Total Index, 5.0% Barclays HY Corp 2% Issue, 5.0% Global Agg ex USD, 4.9% CPI-W, 4.9% Russell 2000 Index, 4.9% NDSIB PEN - Private Equity, 4.9%

NCREIF Timberland Index, 3.1% MSCI Emerging Mkts  - Net and 1.0% 3-month Treasury Bill.
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Quarterly Total Fund Relative Attribution - December 31, 2014

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

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

Domestic Equity 1.48%

Domestic Fixed Income 1.73%

Global Real Estate (0.33%)

Timber (0.77%)

Infrastructure (0.92%)

International Equity 0.02%

International Fixed Inc. (0.17%)

Private Equity (0.48%)

World Equity (0.56%)

Cash & Equivalents 0.00%

Domestic Equity

Domestic Fixed Income

Global Real Estate

Timber

Infrastructure

International Equity

International Fixed Inc.

Private Equity

World Equity

Cash & Equivalents

Total

Actual vs Target Returns
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Actual Target

Relative Attribution by Asset Class

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

Manager Effect Asset Allocation Total

Relative Attribution Effects for Quarter ended December 31, 2014

Effective Effective Total
Actual Target Actual Target Manager Asset Relative

Asset Class Weight Weight Return Return Effect Allocation Return

Domestic Equity 23% 21% 5.62% 6.00% (0.08%) 0.06% (0.02%)
Domestic Fixed Income 20% 18% 1.72% 1.02% 0.14% (0.01%) 0.13%
Global Real Estate 9% 10% 3.86% 3.04% 0.08% (0.01%) 0.07%
Timber 4% 5% 0.33% 6.02% (0.23%) (0.04%) (0.27%)
Infrastructure 4% 5% (0.59%) (1.82%) 0.05% 0.03% 0.08%
International Equity 14% 14% (3.21%) (3.76%) 0.08% (0.00%) 0.08%
International Fixed Inc. 5% 5% (1.58%) (2.99%) 0.07% 0.01% 0.08%
Private Equity 4% 5% (1.89%) (1.89%) 0.00% 0.01% 0.01%
World Equity 15% 16% 2.06% 1.01% 0.16% (0.00%) 0.16%
Cash & Equivalents 1% 1% 0.01% 0.00% 0.00% 0.00% 0.00%

Total = + +1.65% 1.33% 0.26% 0.06% 0.32%

* Current Quarter Target = 16.5% Russell 1000 Index, 16.0% MSCI World Index, 13.0% Barclays Aggregate Index, 11.1% MSCI EAFE Index, 9.7% NCREIF

Total Index, 5.0% Barclays HY Corp 2% Issue, 5.0% Global Agg ex USD, 4.9% CPI-W, 4.9% Russell 2000 Index, 4.9% NDSIB PEN - Private Equity, 4.9%

NCREIF Timberland Index, 3.1% MSCI Emerging Mkts  - Net and 1.0% 3-month Treasury Bill.

 28
NDSIB - Consolidated Pension Trust



Cumulative Total Fund Relative Attribution - December 31, 2014

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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Total
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Effective Effective Total
Actual Target Actual Target Manager Asset Relative

Asset Class Weight Weight Return Return Effect Allocation Return

Domestic Equity 23% 21% 11.18% 11.37% (0.05%) 0.06% 0.01%
Domestic Fixed Income 19% 18% 7.83% 4.99% 0.54% (0.02%) 0.52%
Global Real Estate 9% 10% 14.83% 11.82% 0.26% (0.04%) 0.22%
Timber 4% 5% 4.56% 10.48% (0.24%) (0.05%) (0.29%)
Infrastructure 4% 5% 7.86% 0.32% 0.29% 0.05% 0.34%
International Equity 15% 14% (3.00%) (4.25%) 0.19% (0.03%) 0.16%
International Fixed Inc. 5% 5% 1.43% (3.08%) 0.24% 0.00% 0.24%
Private Equity 5% 5% 3.00% 3.00% 0.00% 0.00% 0.00%
World Equity 16% 16% 4.86% 4.94% (0.04%) (0.00%) (0.04%)
Cash & Equivalents 1% 1% 0.04% 0.03% 0.00% 0.00% 0.00%

Total = + +6.33% 5.16% 1.19% (0.03%) 1.17%

* Current Quarter Target = 16.5% Russell 1000 Index, 16.0% MSCI World Index, 13.0% Barclays Aggregate Index, 11.1% MSCI EAFE Index, 9.7% NCREIF

Total Index, 5.0% Barclays HY Corp 2% Issue, 5.0% Global Agg ex USD, 4.9% CPI-W, 4.9% Russell 2000 Index, 4.9% NDSIB PEN - Private Equity, 4.9%

NCREIF Timberland Index, 3.1% MSCI Emerging Mkts  - Net and 1.0% 3-month Treasury Bill.
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Cumulative Total Fund Relative Attribution - December 31, 2014

The charts below accumulate the Total Fund Attribution Analysis (shown earlier) over multiple periods to examine the
cumulative sources of excess total fund performance relative to target. These cumulative results quantify the longer-term
sources of total fund excess return relative to target by asset class. These relative attribution effects separate the cumulative
sources of total fund excess return into Asset Allocation Effect and Manager Selection Effect.

Three Year Annualized Relative Attribution Effects
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Actual Target Actual Target Manager Asset Relative

Asset Class Weight Weight Return Return Effect Allocation Return

Domestic Equity 24% 23% 21.46% 20.35% 0.25% 0.12% 0.37%
Domestic Fixed Income 18% 18% 7.81% 4.24% 0.68% (0.01%) 0.67%
Global Real Estate 9% 10% 12.95% 11.11% 0.16% (0.00%) 0.16%
Timber 5% 5% (0.15%) 9.30% (0.48%) (0.04%) (0.53%)
Infrastructure 4% 5% 9.01% 1.15% 0.31% 0.11% 0.42%
International Equity 16% 16% 11.05% 9.56% 0.22% (0.03%) 0.19%
International Fixed Inc. 5% 5% 2.40% (0.75%) 0.18% (0.01%) 0.17%
Private Equity 5% 5% 6.26% 6.26% 0.00% (0.02%) (0.02%)
World Equity 12% 13% 15.39% 15.47% 0.09% (0.08%) 0.01%
Cash & Equivalents 1% 1% 0.06% 0.07% (0.00%) (0.01%) (0.01%)

Total = + +12.28% 10.84% 1.41% 0.03% 1.44%

* Current Quarter Target = 16.5% Russell 1000 Index, 16.0% MSCI World Index, 13.0% Barclays Aggregate Index, 11.1% MSCI EAFE Index, 9.7% NCREIF

Total Index, 5.0% Barclays HY Corp 2% Issue, 5.0% Global Agg ex USD, 4.9% CPI-W, 4.9% Russell 2000 Index, 4.9% NDSIB PEN - Private Equity, 4.9%

NCREIF Timberland Index, 3.1% MSCI Emerging Mkts  - Net and 1.0% 3-month Treasury Bill.
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Cumulative Total Fund Relative Attribution - December 31, 2014

The charts below accumulate the Total Fund Attribution Analysis (shown earlier) over multiple periods to examine the
cumulative sources of excess total fund performance relative to target. These cumulative results quantify the longer-term
sources of total fund excess return relative to target by asset class. These relative attribution effects separate the cumulative
sources of total fund excess return into Asset Allocation Effect and Manager Selection Effect.

Five Year Annualized Relative Attribution Effects
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Domestic Equity 30% 29% 16.06% 15.64% 0.07% 0.04% 0.11%
Domestic Fixed Income 21% 21% 6.78% 5.70% 0.11% (0.07%) 0.04%
Global Real Estate 9% 9% 14.44% 12.13% 0.19% (0.01%) 0.18%
Timber 3% 3% - - (0.30%) 0.00% (0.29%)
Infrastructure 2% 3% - - 0.18% 0.09% 0.27%
International Equity 17% 17% 6.06% 4.41% 0.28% 0.01% 0.30%
International Fixed Inc. 5% 5% 4.76% 1.38% 0.19% (0.02%) 0.17%
Private Equity 5% 5% 7.02% 7.02% 0.00% (0.04%) (0.04%)
World Equity 7% 8% - - 0.05% (0.05%) 0.01%
Cash & Equivalents 1% 1% 0.12% 0.09% 0.00% (0.01%) (0.01%)

Total = + +9.83% 9.10% 0.78% (0.05%) 0.74%

* Current Quarter Target = 16.5% Russell 1000 Index, 16.0% MSCI World Index, 13.0% Barclays Aggregate Index, 11.1% MSCI EAFE Index, 9.7% NCREIF

Total Index, 5.0% Barclays HY Corp 2% Issue, 5.0% Global Agg ex USD, 4.9% CPI-W, 4.9% Russell 2000 Index, 4.9% NDSIB PEN - Private Equity, 4.9%

NCREIF Timberland Index, 3.1% MSCI Emerging Mkts  - Net and 1.0% 3-month Treasury Bill.
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Cumulative Total Fund Relative Attribution - December 31, 2014

The charts below accumulate the Total Fund Attribution Analysis (shown earlier) over multiple periods to examine the
cumulative sources of excess total fund performance relative to target. These cumulative results quantify the longer-term
sources of total fund excess return relative to target by asset class. These relative attribution effects separate the cumulative
sources of total fund excess return into Asset Allocation Effect and Manager Selection Effect.

Ten Year Annualized Relative Attribution Effects
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Domestic Equity 34% 34% 7.04% 7.80% (0.24%) 0.01% (0.22%)
Domestic Fixed Income 23% 23% 6.93% 5.64% 0.15% (0.00%) 0.14%
Global Real Estate 8% 8% 7.12% 8.38% (0.12%) (0.03%) (0.15%)
Timber 2% 2% - - (0.14%) 0.00% (0.14%)
Infrastructure 1% 2% - - 0.09% 0.05% 0.13%
International Equity 17% 18% 7.25% 5.92% 0.24% (0.01%) 0.22%
International Fixed Inc. 5% 5% 4.88% 2.91% 0.11% (0.03%) 0.07%
Private Equity 4% 5% 4.42% 4.42% 0.00% (0.07%) (0.07%)
World Equity 4% 4% - - 0.03% (0.02%) 0.00%
Cash & Equivalents 1% 1% 1.33% 1.54% (0.00%) (0.02%) (0.02%)

Total = + +6.54% 6.59% 0.08% (0.13%) (0.04%)

* Current Quarter Target = 16.5% Russell 1000 Index, 16.0% MSCI World Index, 13.0% Barclays Aggregate Index, 11.1% MSCI EAFE Index, 9.7% NCREIF

Total Index, 5.0% Barclays HY Corp 2% Issue, 5.0% Global Agg ex USD, 4.9% CPI-W, 4.9% Russell 2000 Index, 4.9% NDSIB PEN - Private Equity, 4.9%

NCREIF Timberland Index, 3.1% MSCI 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 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.
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* Current Quarter Target = 16.5% Russell 1000 Index, 16.0% MSCI World Index, 13.0% Barclays Aggregate Index, 11.1% MSCI EAFE Index, 9.7% NCREIF

Total Index, 5.0% Barclays HY Corp 2% Issue, 5.0% Global Agg ex USD, 4.9% CPI-W, 4.9% Russell 2000 Index, 4.9% NDSIB PEN - Private Equity, 4.9%

NCREIF Timberland Index, 3.1% MSCI 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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* Current Quarter Target = 16.5% Russell 1000 Index, 16.0% MSCI World Index, 13.0% Barclays Aggregate Index, 11.1% MSCI EAFE Index, 9.7% NCREIF

Total Index, 5.0% Barclays HY Corp 2% Issue, 5.0% Global Agg ex USD, 4.9% CPI-W, 4.9% Russell 2000 Index, 4.9% NDSIB PEN - Private Equity, 4.9%

NCREIF Timberland Index, 3.1% MSCI Emerging Mkts  - Net and 1.0% 3-month Treasury Bill.

 34
NDSIB - Consolidated Pension Trust



Asset Class Risk and Return

The charts below show the five year annualized risk and return for each asset class component of the Total Fund. The first
graph contrasts these values with those of the appropriate index for each asset class. The second chart contrasts them with
the risk and return of the median portfolio in each of the appropriate CAI comparative databases. In each case, the
crosshairs on the chart represent the return and risk of the Total Fund.
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Total Fund Ranking

The first two charts show the ranking of the Total Fund’s performance relative to that of the Public Fund Sponsor Database
for periods ended December 31, 2014. The first chart is a standard unadjusted ranking. In the second chart each fund in the
database is adjusted to have the same historical asset allocation as that of the Total Fund.
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* Current Quarter Target = 16.5% Russell 1000 Index, 16.0% MSCI World Index, 13.0% Barclays Aggregate Index, 11.1% MSCI EAFE Index, 9.7% NCREIF

Total Index, 5.0% Barclays HY Corp 2% Issue, 5.0% Global Agg ex USD, 4.9% CPI-W, 4.9% Russell 2000 Index, 4.9% NDSIB PEN - Private Equity, 4.9%

NCREIF Timberland Index, 3.1% MSCI Emerging Mkts  - Net and 1.0% 3-month Treasury Bill.
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Asset Class Rankings

The charts below show the rankings of each asset class component of the Total Fund relative to appropriate comparative
databases. In the upper right corner of each graph is the weighted average of the rankings across the different asset classes.
The weights of the fund’s actual asset allocation are used to make this calculation. The weighted average ranking can be
viewed as a measure of the fund’s overall success in picking managers and structuring asset classes.
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Total Asset Class Performance
Five Years Ended December 31, 2014
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* Current Quarter Target = 16.5% Russell 1000 Index, 16.0% MSCI World Index, 13.0% Barclays Aggregate Index, 11.1% MSCI EAFE Index, 9.7% NCREIF

Total Index, 5.0% Barclays HY Corp 2% Issue, 5.0% Global Agg ex USD, 4.9% CPI-W, 4.9% Russell 2000 Index, 4.9% NDSIB PEN - Private Equity, 4.9%

NCREIF Timberland Index, 3.1% MSCI 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, 2014, with
the distribution as of September 30, 2014. 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, 2014 September 30, 2014

Market Value Weight Net New Inv. Inv. Return Market Value Weight
GLOBAL EQUITY $2,656,041,716 56.93% $(341,894) $47,378,341 $2,609,005,269 56.75%

Domestic Equity $1,089,804,308 23.36% $(228,972) $57,974,785 $1,032,058,495 22.45%

    Large Cap Domestic Equity $851,477,690 18.25% $(228,972) $40,307,121 $811,399,542 17.65%
L.A. Capital 328,654,459 7.04% (163,613) 15,796,425 313,021,647 6.81%
LACM Enhanced Index 221,055,215 4.74% (65,359) 10,879,166 210,241,408 4.57%
Northern Trust AM Enh S&P 500 125,599,574 2.69% 0 5,135,963 120,463,611 2.62%
Parametric Clifton Enh S&P 500 176,168,443 3.78% 0 8,495,566 167,672,876 3.65%

    Small Cap Domestic Equity $238,326,618 5.11% $0 $17,667,664 $220,658,954 4.80%
Callan 117,982,985 2.53% 0 6,825,113 111,157,872 2.42%
Parametric Clifton Enh Small Cap 120,332,955 2.58% 0 10,842,552 109,490,404 2.38%
SEI Investments 10,678 0.00% 0 0 10,678 0.00%

International Equity $647,363,450 13.87% $11,701,264 $(21,385,252) $657,047,438 14.29%

    Developed Int’l Equity $499,456,604 10.70% $11,701,264 $(17,299,644) $505,054,985 10.98%
Capital Group 111,425,709 2.39% 11,882,111 (2,312,786) 101,856,385 2.22%
DFA Int’l Small Cap 72,003,004 1.54% 0 (2,973,746) 74,976,749 1.63%
Northern Trust AM World Ex US 236,083,374 5.06% 0 (9,036,445) 245,119,819 5.33%
Wellington Management Co. 79,944,517 1.71% (180,847) (2,975,486) 83,100,850 1.81%
Transition Account - - 0 (1,182) 1,182 0.00%

    Emerging Markets Equity $147,906,846 3.17% $0 $(4,085,607) $151,992,453 3.31%
Axiom 113,324,856 2.43% 0 (2,244,479) 115,569,335 2.51%
DFA 34,581,990 0.74% 0 (1,841,128) 36,423,118 0.79%

World Equity $721,649,207 15.47% $(584,309) $14,605,422 $707,628,094 15.39%
EPOCH Investment Partners 306,679,425 6.57% (481,038) 11,016,283 296,144,180 6.44%
LSV Asset Management 414,969,783 8.89% (103,271) 3,589,139 411,483,915 8.95%
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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, 2014, with
the distribution as of September 30, 2014. 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, 2014 September 30, 2014

Market Value Weight Net New Inv. Inv. Return Market Value Weight
Private Equity $197,224,750 4.23% $(11,229,878) $(3,816,614) $212,271,241 4.62%

Adams Street Direct Co-Invest Fd 13,692,034 0.29% (5,915,632) 2,149,777 17,457,889 0.38%
Adams Street Direct Fund 2010 1,736,310 0.04% 55,500 7,517 1,673,293 0.04%
Adams Street 1998 Partnership 120,058 0.00% 0 (2,189) 122,247 0.00%
Adams Street 1999 Partnership 598,102 0.01% (272,507) (30,012) 900,621 0.02%
Adams Street 2000 Partnership 2,063,197 0.04% 0 (82,430) 2,145,627 0.05%
Adams Street 2001 Partnership 2,449,009 0.05% (332,872) (13,875) 2,795,756 0.06%
Adams Street 2002 Partnership 937,591 0.02% (212,369) (91,071) 1,241,031 0.03%
Adams Street 2003 Partnership 577,197 0.01% (105,303) 7,368 675,132 0.01%
Adams Street 2010 Partnership 4,425,947 0.09% 204,320 258,253 3,963,374 0.09%
Adams Street 2008 Fund 7,112,908 0.15% 268,257 267,254 6,577,397 0.14%
Adams Street 1999 Non-US 519,228 0.01% 0 (32,723) 551,951 0.01%
Adams Street 2000 Non-US 729,241 0.02% (197,672) (75,924) 1,002,837 0.02%
Adams Street 2001 Non-US 482,192 0.01% 0 (36,351) 518,543 0.01%
Adams Street 2002 Non-US 1,252,284 0.03% 0 (117,893) 1,370,177 0.03%
Adams Street 2003 Non-US 1,023,120 0.02% (619,602) (219,162) 1,861,884 0.04%
Adams Street 2004 Non-US 800,586 0.02% (157,443) (142,805) 1,100,834 0.02%
Adams Street 2010 Non-US 2,310,279 0.05% 212,346 (9,974) 2,107,907 0.05%
Adams Street 2010 Non-US Emg 864,863 0.02% 0 50,224 814,639 0.02%
Adams Street BVCF IV Fund 7,868,739 0.17% (161,379) (617,486) 8,647,604 0.19%
Coral Partner VI 598,882 0.01% 0 (412) 599,294 0.01%
Hearthstone Advisors MSII 1 0.00% 0 0 1 0.00%
Hearthstone Advisors MSIII 120,678 0.00% 0 (29,757) 150,435 0.00%
CorsAir III 10,949,867 0.23% (1,048,619) 161,978 11,836,508 0.26%
ND Investors 11,560,996 0.25% 25,000 (25,000) 11,560,996 0.25%
CorsAir IV 13,393,183 0.29% 557,966 880,304 11,954,913 0.26%
Capital International V 18,023,248 0.39% 57,637 (676,787) 18,642,398 0.41%
Capital International VI 13,411,178 0.29% 132,298 (926,648) 14,205,528 0.31%
EIG Energy Fund XIV 24,159,231 0.52% 196,052 (393,787) 24,356,966 0.53%
Lewis & Clark, LP 4,012,037 0.09% 0 0 4,012,037 0.09%
Lewis & Clark II 10,837,565 0.23% 725,570 0 10,111,995 0.22%
Quantum Energy Partners 11,203,188 0.24% (385,662) 36,904 11,551,946 0.25%
Quantum Resources 1,163,218 0.02% (4,255,763) (1,665,314) 7,084,295 0.15%
Matlin Patterson I 12,121 0.00% 0 0 12,121 0.00%
Matlin Patterson II 1,275,212 0.03% 0 7,908 1,267,304 0.03%
Matlin Patterson III 26,941,260 0.58% 0 (2,454,501) 29,395,761 0.64%
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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, 2014, with
the distribution as of September 30, 2014. 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, 2014 September 30, 2014

Market Value Weight Net New Inv. Inv. Return Market Value Weight
GLOBAL FIXED INCOME $1,138,795,909 24.41% $(14,119,367) $12,123,760 $1,140,791,516 24.81%

Domestic Fixed Income $918,340,350 19.68% $(13,740,121) $15,671,269 $916,409,202 19.93%

    Inv. Grade Fixed Income $665,649,401 14.27% $(16,001,758) $14,750,153 $666,901,005 14.51%
Declaration Total Return 73,166,751 1.57% 0 728,453 72,438,298 1.58%
J. P. Morgan MBS 113,383,905 2.43% 0 1,421,378 111,962,527 2.44%
PIMCO DiSCO II 85,127,586 1.82% 0 (296,387) 85,423,973 1.86%
PIMCO MBS 178,440,570 3.82% (76,721) 2,784,419 175,732,873 3.82%
PIMCO Unconstrained 94,009,218 2.01% (136,962) 336,170 93,810,011 2.04%
SSgA Long US Treas Index 121,521,370 2.60% (10,010,469) 9,776,278 121,755,561 2.65%
Western Asset Management Co. - - (5,777,606) (157) 5,777,762 0.13%

    Below Inv. Grade Fixed Income $252,690,949 5.42% $2,261,637 $921,115 $249,508,197 5.43%
Goldman Sachs 2006 Offshore 1,610,912 0.03% (857,133) 168,618 2,299,427 0.05%
Goldman Sachs Offshore V 6,497,797 0.14% (1,603,692) 644,093 7,457,396 0.16%
Loomis Sayles 221,142,883 4.74% (277,538) (610,167) 222,030,588 4.83%
PIMCO Bravo II Fund 23,439,357 0.50% 5,000,000 718,571 17,720,786 0.39%

Internationall Fixed Income $220,455,559 4.72% $(379,246) $(3,547,509) $224,382,314 4.88%
Brandywine 115,254,412 2.47% (116,736) 93,801 115,277,347 2.51%
UBS Global Asset Mgmt. 105,201,147 2.25% (262,510) (3,641,310) 109,104,967 2.37%

GLOBAL REAL ASSETS $820,083,797 17.58% $(9,688,469) $16,323,386 $813,448,880 17.69%

Global Real Estate $445,845,879 9.56% $(3,663,653) $16,788,765 $432,720,766 9.41%
Invesco Core Real Estate 168,272,812 3.61% (144,932) 5,685,814 162,731,930 3.54%
Invesco Real Estate Fund II 22,753,846 0.49% 0 1,069,270 21,684,576 0.47%
Invesco Real Estate Fund III 39,391,042 0.84% 0 3,173,124 36,217,918 0.79%
Invesco Asia RE Feeder 26,363,790 0.57% (1,727,000) (1,357,396) 29,448,186 0.64%
JP Morgan 153,429,186 3.29% (696,143) 4,437,066 149,688,263 3.26%
JP Morgan Alternative Fd 657,772 0.01% 0 (64,537) 722,309 0.02%
JP Morgan China Property Fd 9,325,295 0.20% (1,088,594) 196,805 10,217,084 0.22%
JP Morgan Greater European Opp Fd 25,652,136 0.55% (6,983) 3,648,619 22,010,500 0.48%

Timber $191,315,959 4.10% $(2,525,563) $628,248 $193,213,274 4.20%
TIR Teredo 71,873,317 1.54% (2,500,000) 660,572 73,712,745 1.60%
TIR Springbank 119,442,642 2.56% (25,563) (32,324) 119,500,529 2.60%

Infrastructure $182,921,959 3.92% $(3,499,253) $(1,093,627) $187,514,839 4.08%
JP Morgan Asian Infrastructure 33,100,295 0.71% 365,041 (145,086) 32,880,340 0.72%
JP Morgan IIF 108,464,247 2.32% (295,437) (2,068,185) 110,827,868 2.41%
Grosvenor Cust. Infrastructure 41,357,417 0.89% (3,568,857) 1,119,643 43,806,631 0.95%

CASH & CASH EQUIVALENTS $50,924,924 1.09% $16,440,250 $6,860 $34,477,814 0.75%
Cash Account 50,924,924 1.09% 16,440,250 6,860 34,477,814 0.75%

Total Fund $4,665,846,345 100.0% $(7,709,480) $75,832,347 $4,597,723,478 100.0%
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Investment Manager Returns

The table below details the rates of return for the Fund’s investment managers over various time periods ended December
31, 2014. 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, 2014

Last Last Last
Last Last  3  5  10

Quarter Year Years Years Years

Global Equity
Gross 1.82% 5.12% 16.06% - -
Net 1.78% 4.71% 15.63% - -
   Wtd Avg Global Equity Benchmark 1.41% 4.81% 15.17% - -

Domestic Equity
Gross 5.62% 11.18% 21.46% 16.06% 7.04%
Net 5.60% 10.90% 21.12% 15.75% 6.71%
   Wtd Avg Domestic Equity Benchmark 6.00% 11.37% 20.35% 15.64% 7.80%

Large Cap Equity
Gross 4.97% 13.40% 21.65% 15.71% 6.35%
Net 4.94% 13.15% 21.40% 15.49% 6.09%
   Large Cap Benchmark (1) 4.88% 13.24% 20.62% 15.57% 7.73%

L.A. Capital - Gross 5.05% 12.86% 21.21% 16.28% 9.54%
L.A. Capital - Net 4.99% 12.63% 20.96% 16.04% 9.33%
   Russell 1000 Growth Index 4.78% 13.05% 20.26% 15.81% 8.49%

LACM Enhanced Index - Goss 5.18% 12.70% 21.24% 16.08% 8.90%
LACM Enhanced Index  - Net 5.14% 12.57% 21.10% 15.89% 8.73%
   Russell 1000 Index 4.88% 13.24% 20.62% 15.64% 7.96%

Northern Tr AM Enh S&P500 - Gross 4.26% 14.48% 21.77% 16.57% 8.10%
Northern Tr AM Enh S&P500 - Net 4.26% 13.68% 21.22% 16.25% 7.92%
   S&P 500 Index 4.93% 13.69% 20.41% 15.45% 7.67%

Parametric Clifton Enh S&P500 - Gross 5.07% 14.69% 20.83% - -
Parametric Clifton Enh S&P500 - Net 5.07% 14.68% 20.73% - -
   S&P 500 Index 4.93% 13.69% 20.41% 15.45% 7.67%

Small Cap Equity
Gross 8.01% 3.86% 20.45% 17.08% 8.73%
Net 8.01% 3.48% 19.83% 16.49% 8.19%
   Russell 2000 Index 9.73% 4.89% 19.21% 15.55% 7.77%

Callan - Net 6.14% 1.06% 19.32% 15.56% -
   Russell 2000 Index 9.73% 4.89% 19.21% 15.55% 7.77%

Parametric Clifton Enh SmCap - Gross 9.90% 6.45% 20.69% 17.02% -
Parametric Clifton Enh SmCap - Net 9.90% 6.05% 20.14% 16.53% -
    Russell 2000 Index 9.73% 4.89% 19.21% 15.55% 7.77%

(1) S&P 500 Index through 12/31/2011 and Russell 1000 Index thereafter.
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Investment Manager Returns

The table below details the rates of return for the Fund’s investment managers over various time periods ended December
31, 2014. 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, 2014

Last Last Last
Last Last  3  5  10

Quarter Year Years Years Years

International Equity
Gross (3.21%) (3.00%) 11.05% 6.06% 7.25%
Net (3.26%) (3.27%) 10.62% 5.65% 6.79%
   Wtd Avg Int’l Equity Benchmark (3.76%) (4.25%) 9.56% 4.41% 5.92%

Developed Intl Equity
Gross (3.38%) (4.58%) 12.42% 5.96% 5.75%
Net (3.44%) (4.87%) 12.03% 5.61% 5.35%
   Benchmark(1) (3.57%) (4.90%) 11.06% 5.01% 4.68%

Capital Group - Gross (2.11%) (4.58%) 12.83% 6.82% 5.32%
Capital Group - Net (2.22%) (5.00%) 12.41% 6.58% 5.09%
    Benchmark(1) (3.57%) (4.90%) 11.06% 5.01% 4.68%

DFA Int’l Small Cap Value - Net (3.97%) (4.99%) 15.42% 8.43% -
    World  ex US SC Value (4.08%) (5.87%) 12.85% 7.60% 6.43%

Northern Tr AM World ex US - Gross (3.69%) (4.01%) - - -
Northern Tr AM World ex US - Net (3.69%) (4.02%) - - -
    MSCI World ex US (3.69%) (4.32%) 10.47% 5.21% 4.64%

Wellington Management - Gross (3.58%) (6.16%) 16.35% 11.20% 8.02%
Wellington Management - Net (3.80%) (6.96%) 15.38% 10.25% 7.11%
    BMI, EPAC, <$2 B (4.44%) (4.00%) 11.77% 7.15% 5.83%

Emerging Markets Equity
Gross (2.69%) 2.26% 5.73% 4.71% 10.36%
Net (2.69%) 2.05% 5.14% 4.14% 9.74%
   Emerging Mkts  - Net (4.50%) (2.19%) 4.05% 1.78% 8.43%

DFA - Net (5.05%) 3.00% 8.12% 4.95% -
    Emerging Mkts  - Net (4.50%) (2.19%) 4.05% 1.78% 8.43%

World Equity
Gross 2.06% 4.86% 15.39% - -
Net 1.98% 4.02% 14.63% - -
   MSCI World Index 1.01% 4.94% 15.47% 10.20% 6.03%

EPOCH Investment - Gross(2) 3.72% 3.60% 16.68% - -
EPOCH Investment - Net 3.56% 2.89% 15.91% - -
    MSCI World Index 1.01% 4.94% 15.47% 10.20% 6.03%

LSV Asset Management - Gross(3) 0.87% 5.40% - - -
LSV Asset Management - Net 0.85% 4.47% - - -
    MSCI ACWI Idx 0.52% 4.71% 14.72% 9.74% 6.65%

(1) MSCI EAFE through 12/31/1996; 50% Hedged EAFE through 3/31/2011 and MSCI EAFE again thereafter.
(2) EPOCH Investment was removed from the Domestic Equity Composite to the World Equity Composite as of 1/1/2012.
(3) LSV Asset Management was removed from the Domestic Equity and International Equity Composites to the World Equity
Composite as of February 1, 2013.
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Investment Manager Returns

The table below details the rates of return for the Fund’s investment managers over various time periods ended December
31, 2014. 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, 2014

Last Last Last
Last Last  3  5  10

Quarter Year Years Years Years

Private Equity*
Net (1.90%) 2.97% 6.20% 6.93% 4.99%

Adams Street Direct Co-Invest Fd 14.63% 32.43% 17.38% 19.98% -
Adams Street Direct Fund 2010 0.44% 24.59% 14.99% - -
Adams Street 1998 Partnership (1.79%) (0.04%) 5.66% 1.46% 3.47%
Adams Street 1999 Partnership (4.78%) (1.37%) 7.06% 6.34% 6.11%
Adams Street 2000 Partnership (3.84%) 3.08% 2.17% 7.91% 8.04%
Adams Street 2001 Partnership (0.56%) 9.72% 11.80% 11.62% 7.75%
Adams Street 2002 Partnership (8.85%) (0.63%) 7.77% 11.84% 7.41%
Adams Street 2003 Partnership 1.29% 15.63% 12.70% 11.56% 9.08%
Adams Street 2010 Partnership 6.20% 19.35% 13.35% - -
Adams Street 2008 Fund 3.90% 16.92% 10.31% 8.27% -
Adams Street 1999 Non-US (5.93%) (6.55%) 7.15% 12.70% 17.93%
Adams Street 2000 Non-US (8.33%) (0.29%) (4.87%) 3.80% 9.27%
Adams Street 2001 Non-US (7.01%) 16.07% 13.13% 8.10% 3.95%
Adams Street 2002 Non-US (8.60%) (2.28%) 1.21% 6.08% 10.61%
Adams Street 2003 Non-US (16.37%) (1.18%) 11.67% 12.08% 15.23%
Adams Street 2004 Non-US (13.91%) 17.96% 6.15% 8.67% 7.84%
Adams Street 2010 Non-US (0.43%) 8.80% 9.38% - -
Adams Street 2010 Non-US Emg 6.17% 17.30% (2.33%) - -
Adams Street BVCF IV Fund (7.19%) 51.17% 40.07% 66.11% 31.71%

Coral Partner VI (0.07%) (76.10%) (40.78%) (29.38%) (22.66%)

CorsAir III 1.49% (3.81%) (1.46%) 0.21% -
ND Investors (0.22%) (1.54%) 3.99% 1.99% -
CorsAir IV 7.28% 18.64% 9.27% - -
Capital International V (3.62%) 2.08% (1.20%) 7.14% -
Capital International VI (6.47%) (6.99%) (15.37%) - -
EIG Energy Fund XIV (1.62%) (2.13%) (1.43%) 5.39% -
Lewis & Clark, LP 0.00% (19.26%) 0.27% 4.94% 1.16%
Lewis & Clark II 0.00% (7.13%) (4.87%) (8.67%) -
Quantum Energy Partners 0.35% 28.93% 26.00% 23.97% -
Quantum Resources (23.51%) (33.56%) (2.50%) 1.81% -
Matlin Patterson I 0.00% 1.12% 2197.03% 698.28% 195.47%
Matlin Patterson II 0.62% (14.44%) (38.46%) (42.16%) (26.58%)
Matlin Patterson III (8.35%) (1.26%) 44.04% 18.09% -

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

The table below details the rates of return for the Fund’s investment managers over various time periods ended December
31, 2014. 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, 2014

Last Last Last
Last Last  3  5  10

Quarter Year Years Years Years
Global Fixed Income

Gross 1.07% 6.55% 6.64% - -

Net 0.99% 6.28% 6.41% - -

   Wtd Avg Global FI Benchmark 0.14% 3.20% 3.16% - -

Domestic Fixed Income
Gross 1.72% 7.83% 7.81% 6.78% 6.93%

Net 1.66% 7.59% 7.59% 6.55% 6.65%

   Wtd Avg Domestic FI Benchmark 1.02% 4.99% 4.24% 5.70% 5.64%

Inv. Grade Fixed Income
Gross 2.25% 8.15% 6.28% 5.23% 6.86%

Net 2.21% 8.00% 6.15% 5.02% 6.63%

   Barclays Aggregate Index 1.79% 5.97% 2.66% 4.45% 4.71%

Declaration Total Return - Net 1.01% 6.49% - - -

   Libor-3 Month 0.06% 0.23% 0.32% 0.34% 1.98%

J.P. Morgan MBS - Gross 1.27% - - - -

J.P. Morgan MBS - Net 1.27% - - - -

   Barclays Mortgage 1.79% 6.08% 2.37% 3.73% 4.75%

PIMCO Unconstrained - Gross(1) 0.36% 2.69% - - -

PIMCO Unconstrained - Net 0.21% 2.32% - - -

   Blended Benchmark(2) 0.06% 0.44% - - -

PIMCO DiSCO II - Net (0.35%) 6.88% 20.40% - -

   Barclays Aggregate Index 1.79% 5.97% 2.66% 4.45% 4.71%

PIMCO MBS - Gross 1.58% 5.64% - - -

PIMCO MBS - Net 1.54% 5.41% - - -

   Barclays Mortgage 1.79% 6.08% 2.37% 3.73% 4.75%

SSgA Long US Treas Idx - Gross 8.61% 25.04% - - -

SSgA Long US Treas Idx - Net 8.60% 24.99% - - -

    Barclays Long Treas 8.62% 25.07% 4.20% 9.96% 7.54%

Below Inv. Grade Fixed Income
Gross 0.36% 6.85% 12.00% 11.25% 6.70%

Net 0.25% 6.37% 11.54% 10.96% 6.29%

   Barclays HY Corp 2% Issue (1.00%) 2.46% 8.42% 8.98% 7.73%

Goldman Sachs 2006 Offshore - Net 11.69% 34.79% 14.27% 19.68% -

Goldman Sachs Offshore V - Net 11.00% 18.23% 18.79% 15.26% -

PIMCO Bravo II Fund - Net 3.49% 28.50% - - -

   Barclays HY Corp 2% Issue (1.00%) 2.46% 8.42% 8.98% 7.73%

Loomis Sayles - Gross (0.28%) 5.51% 11.40% 9.82% 8.20%

Loomis Sayles - Net (0.40%) 4.99% 10.91% 9.53% 7.83%

   Barclays HY Corp 2% Issue (1.00%) 2.46% 8.42% 8.98% 7.73%

(1) The product changed from Commingled Fund to Separate Account in March 2014.

(2) Libor-3 month through Feb. 28, 2014; Fund’s performance through March 31, 2014; Libor-3 month thereafter.
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Investment Manager Returns

The table below details the rates of return for the Fund’s investment managers over various time periods ended December
31, 2014. 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, 2014

Last Last Last
Last Last  3  5  10

Quarter Year Years Years Years
International Fixed Income

Gross (1.58%) 1.43% 2.40% 4.76% 4.88%
Net (1.75%) 1.07% 2.08% 4.51% 4.63%
   Wtd Avg Int’l FI Benchmark (2.99%) (3.08%) (0.75%) 1.38% 2.91%

Brandywine - Gross 0.08% 6.49% 5.86% 8.11% 6.92%
Brandywine - Net (0.02%) 6.06% 5.53% 7.91% 6.74%
   Barclays Global Aggregate (1.04%) 0.59% 0.73% 2.65% 3.60%

UBS Global Asset Mgmt. - Gross (3.35%) (3.58%) (1.11%) 0.99% 2.58%
UBS Global Asset Mgmt. - Net (3.58%) (3.88%) (1.42%) 0.69% 2.27%
   Blended Benchmark(1) (2.99%) (3.09%) (0.75%) 1.38% 2.91%

Global Real Assets
Gross 2.01% 10.71% 8.37% - -
Net 1.87% 10.31% 7.76% - -
   Wtd Avg Global Real Assets Benchmark 2.54% 8.50% 8.09% - -

Global Real Estate
Gross 3.86% 14.83% 12.95% 14.44% 7.12%
Net 3.67% 14.31% 12.00% 13.58% 5.53%
   NCREIF Total Index 3.04% 11.82% 11.11% 12.13% 8.38%

Invesco Core Real Estate - Gross 3.49% 12.35% 11.69% 13.77% 7.99%
Invesco Core Real Estate - Net 3.40% 11.92% 11.25% 13.28% 7.47%
Invesco Real Estate Fund II - Net 4.93% 14.21% 18.66% 21.48% -
Invesco Real Estate Fund III - Net 8.76% 20.93% - - -
Invesco Asia RE Feeder - Net (4.61%) 1.98% 2.50% (0.75%) -
JP Morgan - Gross 2.98% 12.18% 13.68% 14.79% 7.85%
JP Morgan - Net 2.50% 11.14% 12.63% 13.81% 6.76%
JP Morgan Alternative Fd - Net (8.93%) (5.01%) 10.80% 5.79% -
JP Morgan China Property Fd - Net 2.15% 41.77% 15.98% 12.54% -
JPM Greater European Opp Fd - Net 16.58% 62.86% (33.33%) *******%) -
   NCREIF Total Index 3.04% 11.82% 11.11% 12.13% 8.38%

Timber
Net 0.33% 4.56% (0.15%) - -

TIR Teredo 0.93% 11.44% 3.50% 5.65% 8.32%
TIR Springbank (0.03%) 0.56% (2.34%) (5.36%) 7.37%
   NCREIF Timberland Index 6.02% 10.48% 9.30% 5.78% 8.30%

Infrastructure
Gross (0.59%) 7.86% 9.01% - -
Net (0.73%) 7.26% 8.30% - -

JP Morgan Asian Infrastructure - Net (0.44%) 7.88% 8.07% 5.75% -
JP Morgan IIF - Gross (1.87%) 5.97% 8.50% 6.48% -
JP Morgan IIF - Net (2.09%) 5.01% 7.43% 5.20% -
Grosvenor Cust. Infrastructure - Net 2.81% 13.27% 13.37% - -
   CPI-W (1.82%) 0.32% 1.15% 1.66% 2.14%

Cash & Cash Equivalents - Net 0.01% 0.04% 0.06% 0.12% 1.33%
Cash Account - Net 0.01% 0.04% 0.06% 0.10% 1.32%
    3-month Treasury Bill 0.00% 0.03% 0.07% 0.09% 1.54%

Total Fund
Gross 1.65% 6.33% 12.28% 9.83% 6.54%
Net 1.58% 5.96% 11.75% 9.40% 6.37%
   Target* 1.33% 5.16% 10.84% 9.10% 6.59%

* Current Quarter Target = 16.5% Russell 1000 Index, 16.0% MSCI World Index, 13.0% Barclays Aggregate Index, 11.1%
MSCI EAFE Index, 9.7% NCREIF Total Index, 5.0% Barclays HY Corp 2% Issue, 5.0% Global Agg ex USD, 4.9% CPI-W, 4.9%
Russell 2000 Index, 4.9% NDSIB PEN - Private Equity, 4.9% NCREIF Timberland Index, 3.1% MSCI Emerging Mkts  - Net
and 1.0% 3-month Treasury Bill.

(1) Citigroup Non-US Govt through 12/31/2009 and the Barclays Global Aggregate Index ex US thereafter.
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Actual vs Target Asset Allocation
As of December 31, 2014

The top left chart shows the Fund’s asset allocation as of December 31, 2014. 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
24%

Domestic Fixed Income
19%

International Equity
14%

Intl Fixed Income
5%

Real Estate
10%

World Equity
15%

Private Equity
4%

Timber
4%

Infrastructure
4%

Cash & Equivalents
1%

Target Asset Allocation

Domestic Equity
21%

Domestic Fixed Income
17%

International Equity
15%

Intl Fixed Income
5%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         558,014   23.8%   21.4%    2.4%          55,974
Domestic Fixed Income         441,335   18.8%   17.0%    1.8%          42,518
International Equity         334,837   14.3%   14.6% (0.3%) (7,676)
Intl Fixed Income         109,898    4.7%    5.0% (0.3%) (7,401)
Real Estate         226,018    9.6%   10.0% (0.4%) (8,580)
World Equity         361,230   15.4%   16.0% (0.6%) (14,127)
Private Equity          98,945    4.2%    5.0% (0.8%) (18,354)
Timber          96,637    4.1%    5.0% (0.9%) (20,662)
Infrastructure          92,097    3.9%    5.0% (1.1%) (25,202)
Cash & Equivalents          26,969    1.1%    1.0%    0.1%           3,510
Total       2,345,980  100.0%  100.0%

Asset Class Weights vs Public Fund Sponsor Database
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(19)
(14) (11)(9)

10th Percentile 50.38 41.39 3.20 11.52 25.03 4.34 16.16 15.56
25th Percentile 45.83 33.54 1.54 8.72 22.01 0.00 10.21 0.00

Median 37.30 27.99 0.39 5.01 18.61 0.00 0.00 0.00
75th Percentile 30.93 21.78 0.00 0.00 14.18 0.00 0.00 0.00
90th Percentile 20.76 16.13 0.00 0.00 10.38 0.00 0.00 0.00

Fund 23.79 18.81 1.15 9.63 14.27 4.68 12.26 15.40

Target 21.40 17.00 1.00 10.00 14.60 5.00 15.00 16.00

% Group Invested 96.20% 98.10% 68.99% 62.03% 89.87% 17.72% 43.04% 20.89%

* Current Quarter Target = 16.6% Russell 1000 Index, 16.0% MSCI World Index, 12.0% Barclays Aggregate Index, 11.1% MSCI EAFE Index, 10.0% NCREIF

Total Index, 5.0% CPI-W, 5.0% Barclays HY Corp 2% Issue, 5.0% NDSIB PERS - Private Equity, 5.0% Global Agg ex USD, 5.0% NCREIF Timberland Index,

4.8% Russell 2000 Index, 3.5% MSCI Emerging Mkts  - Net and 1.0% 3-month Treasury Bill.
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Quarterly Total Fund Relative Attribution - December 31, 2014

The following analysis approaches Total Fund Attribution from the perspective of relative return. Relative return attribution
separates and quantifies the sources of total fund excess return relative to its target. This excess return is separated into two
relative attribution effects: Asset Allocation Effect and Manager Selection Effect. The Asset Allocation Effect represents the
excess return due to the actual total fund asset allocation differing from the target asset allocation. Manager Selection Effect
represents the total fund impact of the individual managers excess returns relative to their benchmarks.

Asset Class Under or Overweighting
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Manager Effect Asset Allocation Total

Relative Attribution Effects for Quarter ended December 31, 2014

Effective Effective Total
Actual Target Actual Target Manager Asset Relative

Asset Class Weight Weight Return Return Effect Allocation Return

Domestic Equity 23% 21% 5.61% 5.98% (0.08%) 0.08% (0.01%)
Domestic Fixed Income 19% 17% 1.72% 0.97% 0.14% (0.01%) 0.13%
Real Estate 9% 10% 3.90% 3.04% 0.08% (0.01%) 0.07%
Timber 4% 5% 0.33% 6.02% (0.23%) (0.04%) (0.27%)
Infrastructure 4% 5% (0.59%) (1.82%) 0.05% 0.03% 0.08%
International Equity 15% 15% (3.20%) (3.78%) 0.09% (0.00%) 0.08%
International Fixed Incom 5% 5% (1.58%) (2.99%) 0.07% 0.01% 0.08%
Private Equity 4% 5% (1.90%) (1.90%) 0.00% 0.02% 0.02%
World Equity 15% 16% 2.06% 1.01% 0.16% 0.00% 0.16%
Cash & Equivalents 1% 1% 0.01% 0.00% 0.00% (0.00%) (0.00%)

Total = + +1.64% 1.30% 0.27% 0.07% 0.34%

* Current Quarter Target = 16.6% Russell 1000 Index, 16.0% MSCI World Index, 12.0% Barclays Aggregate Index, 11.1% MSCI EAFE Index, 10.0% NCREIF

Total Index, 5.0% CPI-W, 5.0% Barclays HY Corp 2% Issue, 5.0% NDSIB PERS - Private Equity, 5.0% Global Agg ex USD, 5.0% NCREIF Timberland Index,

4.8% Russell 2000 Index, 3.5% MSCI Emerging Mkts  - Net and 1.0% 3-month Treasury Bill.
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Cumulative Total Fund Relative Attribution - December 31, 2014

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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2014

Manager Effect
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Total

One Year Relative Attribution Effects

Effective Effective Total
Actual Target Actual Target Manager Asset Relative

Asset Class Weight Weight Return Return Effect Allocation Return

Domestic Equity 23% 21% 11.14% 11.41% (0.06%) 0.07% 0.01%
Domestic Fixed Income 18% 17% 7.84% 4.93% 0.52% (0.02%) 0.50%
Real Estate 9% 10% 14.90% 11.82% 0.27% (0.05%) 0.21%
Timber 4% 5% 4.56% 10.48% (0.24%) (0.05%) (0.29%)
Infrastructure 4% 5% 7.86% 0.32% 0.29% 0.05% 0.34%
International Equity 15% 15% (2.99%) (4.19%) 0.18% (0.02%) 0.17%
International Fixed Incom 5% 5% 1.43% (3.08%) 0.23% 0.00% 0.24%
Private Equity 5% 5% 3.00% 3.00% 0.00% 0.01% 0.01%
World Equity 16% 16% 4.85% 4.94% (0.04%) (0.00%) (0.04%)
Cash & Equivalents 1% 1% 0.05% 0.03% 0.00% 0.00% 0.00%

Total = + +6.30% 5.15% 1.16% (0.01%) 1.15%

* Current Quarter Target = 16.6% Russell 1000 Index, 16.0% MSCI World Index, 12.0% Barclays Aggregate Index, 11.1% MSCI EAFE Index, 10.0% NCREIF

Total Index, 5.0% CPI-W, 5.0% Barclays HY Corp 2% Issue, 5.0% NDSIB PERS - Private Equity, 5.0% Global Agg ex USD, 5.0% NCREIF Timberland Index,

4.8% Russell 2000 Index, 3.5% MSCI Emerging Mkts  - Net and 1.0% 3-month Treasury Bill.
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Cumulative Total Fund Relative Attribution - December 31, 2014

The charts below accumulate the Total Fund Attribution Analysis (shown earlier) over multiple periods to examine the
cumulative sources of excess total fund performance relative to target. These cumulative results quantify the longer-term
sources of total fund excess return relative to target by asset class. These relative attribution effects separate the cumulative
sources of total fund excess return into Asset Allocation Effect and Manager Selection Effect.

Three Year Annualized Relative Attribution Effects
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Three Year Annualized Relative Attribution Effects

Effective Effective Total
Actual Target Actual Target Manager Asset Relative

Asset Class Weight Weight Return Return Effect Allocation Return

Domestic Equity 24% 23% 21.33% 20.36% 0.22% 0.13% 0.35%
Domestic Fixed Income 17% 17% 7.88% 4.34% 0.64% (0.02%) 0.62%
Real Estate 10% 10% 12.96% 11.11% 0.17% (0.00%) 0.17%
Timber 5% 5% (0.15%) 9.30% (0.50%) (0.05%) (0.54%)
Infrastructure 4% 5% 9.04% 1.15% 0.31% 0.11% 0.43%
International Equity 16% 16% 10.82% 9.42% 0.21% (0.03%) 0.18%
International Fixed Incom 5% 5% 2.41% (0.75%) 0.18% (0.01%) 0.17%
Private Equity 5% 5% 6.19% 6.19% 0.00% (0.02%) (0.02%)
World Equity 12% 13% 15.38% 15.47% 0.09% (0.07%) 0.01%
Cash & Equivalents 1% 1% 0.07% 0.07% (0.00%) (0.01%) (0.01%)

Total = + +12.24% 10.90% 1.32% 0.03% 1.35%

* Current Quarter Target = 16.6% Russell 1000 Index, 16.0% MSCI World Index, 12.0% Barclays Aggregate Index, 11.1% MSCI EAFE Index, 10.0% NCREIF

Total Index, 5.0% CPI-W, 5.0% Barclays HY Corp 2% Issue, 5.0% NDSIB PERS - Private Equity, 5.0% Global Agg ex USD, 5.0% NCREIF Timberland Index,

4.8% Russell 2000 Index, 3.5% MSCI Emerging Mkts  - Net and 1.0% 3-month Treasury Bill.
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Cumulative Total Fund Relative Attribution - December 31, 2014

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.

Four and One-Half Year Annualized Relative Attribution Effects
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Effective Effective Total
Actual Target Actual Target Manager Asset Relative

Asset Class Weight Weight Return Return Effect Allocation Return

Domestic Equity 29% 28% 19.23% 18.99% (0.01%) 0.15% 0.14%
Domestic Fixed Income 21% 20% 7.05% 5.28% 0.29% (0.06%) 0.24%
Real Estate 8% 9% 15.74% 12.56% 0.23% 0.03% 0.26%
Timber 4% 4% - - (0.35%) (0.06%) (0.40%)
Infrastructure 3% 4% - - 0.21% 0.11% 0.32%
Interntional Equity 16% 16% 9.08% 7.03% 0.31% (0.07%) 0.24%
International Fixed Incom 5% 5% 5.22% 2.47% 0.15% (0.01%) 0.14%
Private Equity 5% 5% 6.64% 6.64% 0.00% (0.08%) (0.08%)
World Equity 8% 8% - - 0.06% (0.05%) 0.01%
Cash & Equivalents 1% 1% 0.09% 0.09% (0.00%) (0.03%) (0.03%)

Total = + +11.47% 10.64% 0.88% (0.06%) 0.82%

* Current Quarter Target = 16.6% Russell 1000 Index, 16.0% MSCI World Index, 12.0% Barclays Aggregate Index, 11.1% MSCI EAFE Index, 10.0% NCREIF

Total Index, 5.0% CPI-W, 5.0% Barclays HY Corp 2% Issue, 5.0% NDSIB PERS - Private Equity, 5.0% Global Agg ex USD, 5.0% NCREIF Timberland Index,

4.8% Russell 2000 Index, 3.5% MSCI 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 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 = 16.6% Russell 1000 Index, 16.0% MSCI World Index, 12.0% Barclays Aggregate Index, 11.1% MSCI EAFE Index, 10.0% NCREIF

Total Index, 5.0% CPI-W, 5.0% Barclays HY Corp 2% Issue, 5.0% NDSIB PERS - Private Equity, 5.0% Global Agg ex USD, 5.0% NCREIF Timberland Index,

4.8% Russell 2000 Index, 3.5% MSCI 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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* Current Quarter Target = 16.6% Russell 1000 Index, 16.0% MSCI World Index, 12.0% Barclays Aggregate Index, 11.1% MSCI EAFE Index, 10.0% NCREIF

Total Index, 5.0% CPI-W, 5.0% Barclays HY Corp 2% Issue, 5.0% NDSIB PERS - Private Equity, 5.0% Global Agg ex USD, 5.0% NCREIF Timberland Index,

4.8% Russell 2000 Index, 3.5% MSCI Emerging Mkts  - Net and 1.0% 3-month Treasury Bill.
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Asset Class Risk and Return

The charts below show the four and one-half year annualized risk and return for each asset class component of the Total
Fund. The first graph contrasts these values with those of the appropriate index for each asset class. The second chart
contrasts them with the risk and return of the median portfolio in each of the appropriate CAI comparative databases. In each
case, the crosshairs on the chart represent the return and risk of the Total Fund.
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Total Fund Ranking

The first two charts show the ranking of the Total Fund’s performance relative to that of the Public Fund Sponsor Database
for periods ended December 31, 2014. The first chart is a standard unadjusted ranking. In the second chart each fund in the
database is adjusted to have the same historical asset allocation as that of the Total Fund.
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* Current Quarter Target = 16.6% Russell 1000 Index, 16.0% MSCI World Index, 12.0% Barclays Aggregate Index, 11.1% MSCI EAFE Index, 10.0% NCREIF

Total Index, 5.0% CPI-W, 5.0% Barclays HY Corp 2% Issue, 5.0% NDSIB PERS - Private Equity, 5.0% Global Agg ex USD, 5.0% NCREIF Timberland Index,

4.8% Russell 2000 Index, 3.5% MSCI Emerging Mkts  - Net and 1.0% 3-month Treasury Bill.
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Asset Class Rankings

The charts below show the rankings of each asset class component of the Total Fund relative to appropriate comparative
databases. In the upper right corner of each graph is the weighted average of the rankings across the different asset classes.
The weights of the fund’s actual asset allocation are used to make this calculation. The weighted average ranking can be
viewed as a measure of the fund’s overall success in picking managers and structuring asset classes.
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* Current Quarter Target = 16.6% Russell 1000 Index, 16.0% MSCI World Index, 12.0% Barclays Aggregate Index, 11.1% MSCI EAFE Index, 10.0% NCREIF

Total Index, 5.0% CPI-W, 5.0% Barclays HY Corp 2% Issue, 5.0% NDSIB PERS - Private Equity, 5.0% Global Agg ex USD, 5.0% NCREIF Timberland Index,

4.8% Russell 2000 Index, 3.5% MSCI Emerging Mkts  - Net and 1.0% 3-month Treasury Bill.
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Asset Class Allocation

The table below contrasts the distribution of assets across the Fund’s investment managers as of December 31, 2014, with
the distribution as of September 30, 2014. The change in asset distribution is broken down into the dollar change due to Net
New Investment and the dollar change due to Investment Return.

Asset Class Allocation

December 31, 2014 September 30, 2014

Market Value Weight Net New Inv. Inv. Return Market Value Weight
GLOBAL EQUITY $1,353,025,544 57.67% $5,319,368 $23,792,347 $1,323,913,830 57.38%

Domestic Equity $558,014,050 23.79% $4,740,786 $29,417,514 $523,855,750 22.71%
Large Cap 436,754,784 18.62% 4,640,786 20,435,644 411,678,354 17.84%
Small Cap 121,259,266 5.17% 100,000 8,981,870 112,177,397 4.86%

International Equity $334,836,827 14.27% $6,478,905 $(11,020,587) $339,378,508 14.71%
Developed Intl Equity 253,202,793 10.79% 6,478,905 (8,765,623) 255,489,510 11.07%
Emerging Markets 81,634,034 3.48% 0 (2,254,964) 83,888,998 3.64%

World Equity $361,229,973 15.40% $(266,462) $7,310,157 $354,186,278 15.35%

Private Equity $98,944,694 4.22% $(5,633,861) $(1,914,737) $106,493,293 4.62%

GLOBAL FIXED INCOME $551,232,813 23.50% $(3,731,510) $5,735,749 $549,228,574 23.81%

Domestic Fixed Income $441,334,753 18.81% $(3,542,454) $7,504,197 $437,373,010 18.96%
Inv. Grade Fixed Income 317,195,151 13.52% (4,653,530) 7,051,681 314,797,000 13.64%
Below Inv. Grade Fixed Income 124,139,602 5.29% 1,111,076 452,516 122,576,010 5.31%

International Fixed Income $109,898,060 4.68% $(189,056) $(1,768,448) $111,855,565 4.85%

GLOBAL REAL ASSETS $414,752,181 17.68% $(4,894,764) $8,277,642 $411,369,303 17.83%
Real Estate 226,017,674 9.63% (1,857,257) 8,510,918 219,364,013 9.51%
Timber 96,637,393 4.12% (1,275,711) 317,340 97,595,763 4.23%
Infrastructure 92,097,114 3.93% (1,761,796) (550,616) 94,409,526 4.09%

Cash & Equivalents $26,969,388 1.15% $4,319,032 $3,647 $22,646,710 0.98%

Total Fund $2,345,979,926 100.0% $1,012,126 $37,809,384 $2,307,158,416 100.0%

PLEASE REFER TO PAGES 38-40 FOR INVESTMENT MANAGER LEVEL ASSET ALLOCATION.
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Investment Manager Returns

The table below details the rates of return for the Fund’s investment managers over various time periods ended December
31, 2014. 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, 2014

Last Last
Last Last  3 4-1/2

Quarter Year Years Years

Global Equity
Gross 1.80% 5.07% 15.89% -
Net 1.76% 4.70% 15.50% -
   Wtd Avg Global Equity Benchmark 1.38% 4.73% 15.01% -

Domestic Equity
Gross 5.61% 11.14% 21.33% 19.23%
Net 5.59% 10.91% 21.08% 18.94%
   Wtd Avg Domestci Equity Benchmark 5.98% 11.41% 20.36% 18.99%

Large Cap Equity
Gross 4.97% 13.39% 21.62% 19.41%
Net 4.94% 13.15% 21.38% 19.11%
   Benchmark(1) 4.88% 13.24% 20.62% 19.26%

Small Cap Equity
Gross 8.01% 3.70% 20.29% 18.61%
Net 8.01% 3.51% 20.01% 18.34%
   Russell 2000 Index 9.73% 4.89% 19.21% 17.93%

International Equity
Gross (3.20%) (2.99%) 10.82% 9.08%
Net (3.24%) (3.21%) 10.47% 8.70%
   Wtd Avg Intl Equity Benchmark (3.78%) (4.19%) 9.42% 7.03%

Developed Intl Equity
Gross (3.38%) (4.64%) 12.29% 9.91%
Net (3.43%) (4.88%) 11.97% 9.56%
   Benchmark(2) (3.57%) (4.90%) 11.06% 8.05%

Emerging Markets
Gross (2.69%) 1.97% 5.57% 6.02%
Net (2.69%) 1.79% 5.14% 5.57%
   Benchmark(3) (4.50%) (2.19%) 4.05% 3.50%

World Equity
Gross 2.06% 4.85% 15.38% -
Net 1.98% 4.01% 14.49% -
   MSCI World Index 1.01% 4.94% 15.47% 13.99%

Private Equity
Net (1.90%) 2.96% 6.13% 6.52%

(1) S&P 500 Index through 12/31/2011 and the Russell 1000 Index thereafter.
(2) 50% Hedged EAFE through 3/31/2011 and MSCI EAFE thereafter.
(3) MSCI Emerging Mkts Idx (Gross) through 6/30/2011 and MSCI Emerging Mkts Idx Net thereafter.

PLEASE REFER TO PAGES 41-45 FOR INVESTMENT MANAGER LEVEL RETURNS.
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Investment Manager Returns

The table below details the rates of return for the Fund’s investment managers over various time periods ended December
31, 2014. 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, 2014

Last Last
Last Last  3 4-1/2

Quarter Year Years Years
Global Fixed Income

Gross 1.04% 6.51% 6.65% -

Net 0.96% 6.24% 6.39% -

   Wtd Avg Global Fixed Income Benchmark 0.07% 3.10% 3.20% -

Domestic Fixed Income
Gross 1.72% 7.84% 7.88% 7.05%

Net 1.65% 7.60% 7.66% 6.79%

   Wtd Avg Domestic FI Benchmark 0.97% 4.93% 4.34% 5.28%

Inv. Grade Fixed Income
Gross 2.25% 8.16% 6.29% 5.83%

Net 2.21% 8.01% 6.16% 5.64%

   Barclays Aggregate Index 1.79% 5.97% 2.66% 3.75%

Below Inv. Grade Fixed Income
Gross 0.36% 6.84% 11.99% 10.46%

Net 0.25% 6.37% 11.51% 10.02%

   Barclays HY Corp 2% Issue (1.00%) 2.46% 8.42% 8.97%

International Fixed Income
Gross (1.58%) 1.43% 2.41% 5.22%

Net (1.75%) 1.07% 2.04% 4.85%

   Wtd Avg Intl Fixed Income Benchmark (2.99%) (3.08%) (0.75%) 2.47%

Global Real Assets
Gross 2.03% 10.76% 8.37% -

Net 1.89% 10.35% 7.96% -

   Wtd Avg Global Real Assets Benchmark 2.57% 8.55% 8.14% -

Real Estate
Gross 3.90% 14.90% 12.96% 15.74%

Net 3.69% 14.37% 12.44% 15.18%

   NCREIF Total Index 3.04% 11.82% 11.11% 12.56%

Timber
Net 0.33% 4.56% (0.15%) -

   NCREIF Timberland Index 6.02% 10.48% 9.30% 6.27%

Infrastructure
Gross (0.59%) 7.86% 9.04% -

Net (0.73%) 7.26% 8.30% -

   CPI-W (1.82%) 0.32% 1.15% 1.62%

Cash & Equivalents - Net 0.01% 0.05% 0.07% 0.09%
3-month Treasury Bill 0.00% 0.03% 0.07% 0.09%

Total Fund
Gross 1.64% 6.30% 12.24% 11.47%

Net 1.57% 5.95% 11.89% 11.11%

   Target* 1.30% 5.15% 10.90% 10.64%

* Current Quarter Target = 16.6% Russell 1000 Index, 16.0% MSCI World Index, 12.0% Barclays Aggregate Index, 11.1%

MSCI EAFE Index, 10.0% NCREIF Total Index, 5.0% CPI-W, 5.0% Barclays HY Corp 2% Issue, 5.0% NDSIB PERS - Private

Equity, 5.0% Global Agg ex USD, 5.0% NCREIF Timberland Index, 4.8% Russell 2000 Index, 3.5% MSCI Emerging Mkts  -

Net and 1.0% 3-month Treasury Bill.

PLEASE REFER TO PAGES 41-45 FOR INVESTMENT MANAGER LEVEL RETURNS.
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Actual vs Target Asset Allocation
As of December 31, 2014

The top left chart shows the Fund’s asset allocation as of December 31, 2014. 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.
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$000s Weight Percent $000s
Asset Class Actual Actual Target Difference Difference
Domestic Equity         476,283   23.3%   21.4%    1.9%          38,345
Domestic Fixed Income         376,960   18.4%   17.0%    1.4%          29,065
International Equity         288,931   14.1%   14.6% (0.5%) (9,849)
Intl Fixed Income          98,805    4.8%    5.0% (0.2%) (3,517)
Real Estate         205,416   10.0%   10.0%    0.0%             772
World Equity         316,767   15.5%   16.0% (0.5%) (10,663)
Private Equity          90,820    4.4%    5.0% (0.6%) (11,502)
Timber          87,653    4.3%    5.0% (0.7%) (14,669)
Infrastructure          82,854    4.0%    5.0% (1.0%) (19,468)
Cash & Equivalents          21,951    1.1%    1.0%    0.1%           1,487
Total       2,046,439  100.0%  100.0%

Asset Class Weights vs Public Fund Sponsor Database
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10th Percentile 50.38 41.39 3.20 11.52 25.03 4.34 16.16 15.56
25th Percentile 45.83 33.54 1.54 8.72 22.01 0.00 10.21 0.00

Median 37.30 27.99 0.39 5.01 18.61 0.00 0.00 0.00
75th Percentile 30.93 21.78 0.00 0.00 14.18 0.00 0.00 0.00
90th Percentile 20.76 16.13 0.00 0.00 10.38 0.00 0.00 0.00

Fund 23.27 18.42 1.07 10.04 14.12 4.83 12.77 15.48

Target 21.40 17.00 1.00 10.00 14.60 5.00 15.00 16.00

% Group Invested 96.20% 98.10% 68.99% 62.03% 89.87% 17.72% 43.04% 20.89%

* Current Quarter Target = 16.6% Russell 1000 Index, 16.0% MSCI World Index, 12.0% Barclays Aggregate Index, 11.8% MSCI EAFE Index, 10.0% NCREIF

Total Index, 5.0% CPI-W, 5.0% Barclays HY Corp 2% Issue, 5.0% NDSIB TFFR - Private Equity, 5.0% Global Agg ex USD, 5.0% NCREIF Timberland Index,

4.8% Russell 2000 Index, 2.8% MSCI Emerging Mkts  - Net and 1.0% 3-month Treasury Bill.
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Quarterly Total Fund Relative Attribution - December 31, 2014

The following analysis approaches Total Fund Attribution from the perspective of relative return. Relative return attribution
separates and quantifies the sources of total fund excess return relative to its target. This excess return is separated into two
relative attribution effects: Asset Allocation Effect and Manager Selection Effect. The Asset Allocation Effect represents the
excess return due to the actual total fund asset allocation differing from the target asset allocation. Manager Selection Effect
represents the total fund impact of the individual managers excess returns relative to their benchmarks.

Asset Class Under or Overweighting
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Actual vs Target Returns
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Manager Effect Asset Allocation Total

Relative Attribution Effects for Quarter ended December 31, 2014

Effective Effective Total
Actual Target Actual Target Manager Asset Relative

Asset Class Weight Weight Return Return Effect Allocation Return

Domestic Equity 23% 21% 5.60% 5.98% (0.08%) 0.06% (0.02%)
Domestic Fixed Income 18% 17% 1.69% 0.97% 0.13% (0.00%) 0.13%
Real Estate 10% 10% 3.90% 3.04% 0.08% (0.00%) 0.08%
Timber 4% 5% 0.33% 6.02% (0.24%) (0.03%) (0.28%)
Infrastructure 4% 5% (0.59%) (1.82%) 0.05% 0.03% 0.08%
International Equity 14% 15% (3.22%) (3.74%) 0.08% 0.01% 0.08%
International Fixed Incom 5% 5% (1.58%) (2.99%) 0.07% 0.00% 0.07%
Private Equity 5% 5% (1.89%) (1.89%) 0.00% 0.01% 0.01%
World Equity 15% 16% 2.07% 1.01% 0.16% (0.00%) 0.16%
Cash & Equivalents 1% 1% 0.01% 0.00% 0.00% 0.00% 0.00%

Total = + +1.62% 1.30% 0.25% 0.07% 0.32%

* Current Quarter Target = 16.6% Russell 1000 Index, 16.0% MSCI World Index, 12.0% Barclays Aggregate Index, 11.8% MSCI EAFE Index, 10.0% NCREIF

Total Index, 5.0% CPI-W, 5.0% Barclays HY Corp 2% Issue, 5.0% NDSIB TFFR - Private Equity, 5.0% Global Agg ex USD, 5.0% NCREIF Timberland Index,

4.8% Russell 2000 Index, 2.8% MSCI Emerging Mkts  - Net and 1.0% 3-month Treasury Bill.

 62
NDSIB - Teachers Fund For Retirement



Cumulative Total Fund Relative Attribution - December 31, 2014

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% 11.17% 11.41% (0.06%) 0.06% 0.01%
Domestic Fixed Income 18% 17% 7.80% 4.93% 0.51% (0.02%) 0.49%
Real Estate 10% 10% 14.90% 11.82% 0.28% (0.03%) 0.24%
Timber 4% 5% 4.56% 10.48% (0.25%) (0.05%) (0.29%)
Infrastructure 4% 5% 7.86% 0.32% 0.30% 0.05% 0.34%
International Equity 15% 15% (3.26%) (4.33%) 0.17% (0.02%) 0.14%
International Fixed Incom 5% 5% 1.43% (3.08%) 0.24% (0.01%) 0.23%
Private Equity 5% 5% 3.00% 3.00% 0.00% 0.00% 0.00%
World Equity 16% 16% 4.85% 4.94% (0.04%) (0.00%) (0.04%)
Cash & Equivalents 1% 1% 0.05% 0.03% 0.00% 0.01% 0.01%

Total = + +6.27% 5.13% 1.15% (0.00%) 1.14%

* Current Quarter Target = 16.6% Russell 1000 Index, 16.0% MSCI World Index, 12.0% Barclays Aggregate Index, 11.8% MSCI EAFE Index, 10.0% NCREIF

Total Index, 5.0% CPI-W, 5.0% Barclays HY Corp 2% Issue, 5.0% NDSIB TFFR - Private Equity, 5.0% Global Agg ex USD, 5.0% NCREIF Timberland Index,

4.8% Russell 2000 Index, 2.8% MSCI Emerging Mkts  - Net and 1.0% 3-month Treasury Bill.
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Cumulative Total Fund Relative Attribution - December 31, 2014

The charts below accumulate the Total Fund Attribution Analysis (shown earlier) over multiple periods to examine the
cumulative sources of excess total fund performance relative to target. These cumulative results quantify the longer-term
sources of total fund excess return relative to target by asset class. These relative attribution effects separate the cumulative
sources of total fund excess return into Asset Allocation Effect and Manager Selection Effect.

Three Year Annualized Relative Attribution Effects
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Effective Effective Total
Actual Target Actual Target Manager Asset Relative

Asset Class Weight Weight Return Return Effect Allocation Return

Domestic Equity 24% 23% 21.33% 20.36% 0.22% 0.12% 0.34%
Domestic Fixed Income 17% 17% 7.64% 4.34% 0.58% 0.02% 0.60%
Real Estate 10% 10% 12.96% 11.11% 0.17% (0.01%) 0.16%
Timber 5% 5% (0.15%) 9.30% (0.49%) (0.04%) (0.53%)
Infrastructure 4% 5% 9.04% 1.15% 0.31% 0.13% 0.44%
International Equity 16% 16% 11.10% 9.75% 0.20% (0.01%) 0.19%
International Fixed Incom 5% 5% 2.41% (0.75%) 0.18% (0.01%) 0.17%
Private Equity 5% 5% 6.21% 6.21% 0.00% (0.03%) (0.03%)
World Equity 12% 13% 15.38% 15.47% 0.09% (0.07%) 0.02%
Cash & Equivalents 1% 1% 0.07% 0.07% (0.00%) 0.00% 0.00%

Total = + +12.32% 10.94% 1.27% 0.10% 1.37%

* Current Quarter Target = 16.6% Russell 1000 Index, 16.0% MSCI World Index, 12.0% Barclays Aggregate Index, 11.8% MSCI EAFE Index, 10.0% NCREIF

Total Index, 5.0% CPI-W, 5.0% Barclays HY Corp 2% Issue, 5.0% NDSIB TFFR - Private Equity, 5.0% Global Agg ex USD, 5.0% NCREIF Timberland Index,

4.8% Russell 2000 Index, 2.8% MSCI Emerging Mkts  - Net and 1.0% 3-month Treasury Bill.
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Cumulative Total Fund Relative Attribution - December 31, 2014

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.

Four and One-Half Year Annualized Relative Attribution Effects
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Four and One-Half Year Annualized Relative Attribution Effects

Effective Effective Total
Actual Target Actual Target Manager Asset Relative

Asset Class Weight Weight Return Return Effect Allocation Return

Domestic Equity 29% 28% 19.24% 18.97% 0.01% 0.13% 0.13%
Domestic Fixed Income 18% 18% 7.07% 5.31% 0.30% (0.03%) 0.28%
Real Estate 10% 10% 15.74% 12.56% 0.30% 0.04% 0.33%
Timber 4% 4% - - (0.34%) 0.01% (0.33%)
Infrastructure 3% 4% - - 0.21% 0.14% 0.35%
International Equity 18% 18% 9.26% 7.24% 0.40% (0.01%) 0.39%
International Fixed Incom 5% 5% 5.22% 2.47% 0.15% (0.01%) 0.14%
Private Equity 5% 5% 6.67% 6.67% 0.00% (0.06%) (0.06%)
World Equity 8% 8% - - 0.06% (0.05%) 0.01%
Cash & Equivalents 1% 1% 0.09% 0.09% 0.00% (0.02%) (0.02%)

Total = + +11.83% 10.61% 1.09% 0.13% 1.23%

* Current Quarter Target = 16.6% Russell 1000 Index, 16.0% MSCI World Index, 12.0% Barclays Aggregate Index, 11.8% MSCI EAFE Index, 10.0% NCREIF

Total Index, 5.0% CPI-W, 5.0% Barclays HY Corp 2% Issue, 5.0% NDSIB TFFR - Private Equity, 5.0% Global Agg ex USD, 5.0% NCREIF Timberland Index,

4.8% Russell 2000 Index, 2.8% MSCI 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 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.
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* Current Quarter Target = 16.6% Russell 1000 Index, 16.0% MSCI World Index, 12.0% Barclays Aggregate Index, 11.8% MSCI EAFE Index, 10.0% NCREIF

Total Index, 5.0% CPI-W, 5.0% Barclays HY Corp 2% Issue, 5.0% NDSIB TFFR - Private Equity, 5.0% Global Agg ex USD, 5.0% NCREIF Timberland Index,

4.8% Russell 2000 Index, 2.8% MSCI 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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* Current Quarter Target = 16.6% Russell 1000 Index, 16.0% MSCI World Index, 12.0% Barclays Aggregate Index, 11.8% MSCI EAFE Index, 10.0% NCREIF

Total Index, 5.0% CPI-W, 5.0% Barclays HY Corp 2% Issue, 5.0% NDSIB TFFR - Private Equity, 5.0% Global Agg ex USD, 5.0% NCREIF Timberland Index,

4.8% Russell 2000 Index, 2.8% MSCI Emerging Mkts  - Net and 1.0% 3-month Treasury Bill.
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Asset Class Risk and Return

The charts below show the four and one-half year annualized risk and return for each asset class component of the Total
Fund. The first graph contrasts these values with those of the appropriate index for each asset class. The second chart
contrasts them with the risk and return of the median portfolio in each of the appropriate CAI comparative databases. In each
case, the crosshairs on the chart represent the return and risk of the Total Fund.
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Total Fund Ranking

The first two charts show the ranking of the Total Fund’s performance relative to that of the Public Fund Sponsor Database
for periods ended December 31, 2014. The first chart is a standard unadjusted ranking. In the second chart each fund in the
database is adjusted to have the same historical asset allocation as that of the Total Fund.
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10th Percentile 7.91 13.27 12.84
25th Percentile 6.92 12.68 12.04

Median 6.09 11.31 10.91
75th Percentile 5.15 10.10 9.80
90th Percentile 4.20 9.09 8.77

Total Fund 6.27 12.32 11.83

Policy Target 5.13 10.94 10.61
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10th Percentile 7.27 12.67 12.21
25th Percentile 6.35 12.08 11.71

Median 5.77 11.56 11.24
75th Percentile 5.31 11.07 10.85
90th Percentile 4.63 10.46 10.43

Total Fund 6.27 12.32 11.83

Policy Target 5.13 10.94 10.61

* Current Quarter Target = 16.6% Russell 1000 Index, 16.0% MSCI World Index, 12.0% Barclays Aggregate Index, 11.8% MSCI EAFE Index, 10.0% NCREIF

Total Index, 5.0% CPI-W, 5.0% Barclays HY Corp 2% Issue, 5.0% NDSIB TFFR - Private Equity, 5.0% Global Agg ex USD, 5.0% NCREIF Timberland Index,

4.8% Russell 2000 Index, 2.8% MSCI Emerging Mkts  - Net and 1.0% 3-month Treasury Bill.
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Asset Class Rankings

The charts below show the rankings of each asset class component of the Total Fund relative to appropriate comparative
databases. In the upper right corner of each graph is the weighted average of the rankings across the different asset classes.
The weights of the fund’s actual asset allocation are used to make this calculation. The weighted average ranking can be
viewed as a measure of the fund’s overall success in picking managers and structuring asset classes.
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25th Percentile 19.42 5.80 9.76 6.62 14.88 0.45

Median 18.92 4.83 8.85 4.49 13.76 0.12
75th Percentile 18.28 3.55 7.74 3.20 12.34 0.05
90th Percentile 17.56 2.73 6.59 2.10 11.67 0.01

Asset Class Composite 19.24 7.07 9.26 5.22 15.74 0.09

Composite Benchmark 18.97 5.31 7.24 2.47 10.15 0.09
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Ranking
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* Current Quarter Target = 16.6% Russell 1000 Index, 16.0% MSCI World Index, 12.0% Barclays Aggregate Index, 11.8% MSCI EAFE Index, 10.0% NCREIF

Total Index, 5.0% CPI-W, 5.0% Barclays HY Corp 2% Issue, 5.0% NDSIB TFFR - Private Equity, 5.0% Global Agg ex USD, 5.0% NCREIF Timberland Index,

4.8% Russell 2000 Index, 2.8% MSCI Emerging Mkts  - Net and 1.0% 3-month Treasury Bill.
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Asset Class Allocation

The table below contrasts the distribution of assets across the Fund’s investment managers as of December 31, 2014, with
the distribution as of September 30, 2014. The change in asset distribution is broken down into the dollar change due to Net
New Investment and the dollar change due to Investment Return.

Asset Class Allocation

December 31, 2014 September 30, 2014

Market Value Weight Net New Inv. Inv. Return Market Value Weight
GLOBAL EQUITY $1,172,800,967 57.31% $(3,819,492) $20,506,177 $1,156,114,282 57.24%

Domestic Equity $476,282,713 23.27% $(3,216,660) $25,424,835 $454,074,538 22.48%
Large Cap 374,826,989 18.32% (3,316,660) 17,911,045 360,232,604 17.83%
Small Cap 101,455,725 4.96% 100,000 7,513,790 93,841,934 4.65%

International Equity $288,931,322 14.12% $4,857,058 $(9,590,441) $293,664,706 14.54%
Developed Intl Equity 228,563,442 11.17% 4,863,058 (7,922,991) 231,623,375 11.47%
Emerging Markets 60,367,880 2.95% (6,000) (1,667,450) 62,041,331 3.07%

World Equity $316,766,996 15.48% $(288,650) $6,429,294 $310,626,352 15.38%

Private Equity $90,819,935 4.44% $(5,171,241) $(1,757,511) $97,748,687 4.84%

GLOBAL FIXED INCOME $475,764,252 23.25% $(9,764,402) $4,692,290 $480,836,364 23.80%

Fixed Income Comp $376,959,599 18.42% $(9,594,430) $6,282,226 $380,271,803 18.83%
Investment Grade Fixed 266,226,549 13.01% (10,585,514) 5,878,579 270,933,484 13.41%
Below Inv. Grade Fixed Income 110,733,049 5.41% 991,083 403,647 109,338,319 5.41%

International Fixed Income $98,804,653 4.83% $(169,972) $(1,589,937) $100,564,562 4.98%

GLOBAL REAL ASSETS $375,923,173 18.37% $(4,430,054) $7,527,613 $372,825,614 18.46%
Real Estate 205,415,747 10.04% (1,687,964) 7,735,132 199,368,580 9.87%
Timber 87,653,380 4.28% (1,157,113) 287,838 88,522,654 4.38%
Infrastructure 82,854,047 4.05% (1,584,977) (495,357) 84,934,380 4.20%

Cash & Equivalents $21,951,063 1.07% $11,809,528 $3,029 $10,138,506 0.50%

Total Fund $2,046,439,455 100.0% $(6,204,420) $32,729,109 $2,019,914,767 100.0%

PLEASE REFER TO PAGES 38-40 FOR INVESTMENT MANAGER LEVEL ASSET ALLOCATION.
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Investment Manager Returns

The table below details the rates of return for the Fund’s investment managers over various time periods ended December
31, 2014. 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, 2014

Last Last
Last Last  3 4-1/2

Quarter Year Years Years

Global Equity
Gross 1.78% 4.98% 15.95% -
Net 1.73% 4.61% 15.57% -
   Wtd Avg Global Equity Benchmark 1.39% 4.70% 15.11% -

Domestic Equity
Gross 5.60% 11.17% 21.33% 19.24%
Net 5.58% 10.94% 21.09% 18.94%
   Wtd Avg Domestic Equity Benchmark 5.98% 11.41% 20.36% 18.97%

Large Cap Equity
Gross 4.97% 13.39% 21.58% 19.39%
Net 4.94% 13.15% 21.34% 19.09%
   Benchmark(1) 4.88% 13.24% 20.62% 19.26%

Small Cap Equity
Gross 8.01% 3.70% 20.29% 18.65%
Net 8.01% 3.51% 20.01% 18.38%
   Russell 2000 Index 9.73% 4.89% 19.21% 17.93%

International Equity
Gross (3.22%) (3.26%) 11.10% 9.26%
Net (3.27%) (3.48%) 10.75% 8.89%
   Wtd Avg Intl Equity Benchmark (3.74%) (4.33%) 9.75% 7.24%

Developed Intl Equity
Gross (3.38%) (4.64%) 12.30% 9.99%
Net (3.43%) (4.88%) 11.98% 9.64%
   Benchmark(2) (3.57%) (4.90%) 11.06% 8.05%

Emerging Markets
Gross (2.69%) 1.96% 5.57% 5.97%
Net (2.69%) 1.79% 5.14% 5.52%
   Benchmark(3) (4.50%) (2.19%) 4.05% 3.50%

World Equity
Gross 2.07% 4.85% 15.38% -
Net 1.99% 4.01% 14.49% -
   MSCI World Index 1.01% 4.94% 15.47% 13.99%

Private Equity
Net (1.90%) 2.97% 6.14% 6.55%

(1) S&P 500 Index through 12/31/2011 and the Russell 1000 Index thereafter.
(2) 50% Hedged EAFE through 3/31/2011 and MSCI EAFE thereafter.
(3) MSCI Emerging Mkts Idx (Gross) through 6/30/2011 and MSCI Emerging Mkts Idx Net thereafter.

PLEASE REFER TO PAGES 41-45 FOR INVESTMENT MANAGER LEVEL RETURNS.
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Investment Manager Returns

The table below details the rates of return for the Fund’s investment managers over various time periods ended December
31, 2014. 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, 2014

Last Last
Last Last  3 4-1/2

Quarter Year Years Years
Global Fixed Income

Gross 0.99% 6.44% 6.45% -

Net 0.91% 6.16% 6.37% -

   Wtd Avg Global Fixed Inc. Benchmark 0.07% 3.10% 3.20% -

Domestic Fixed Income
Gross 1.69% 7.80% 7.64% 7.07%

Net 1.63% 7.56% 7.65% 6.97%

   Wtd Avg Domestic FI Benchmark 0.97% 4.93% 4.34% 5.31%

Inv. Grade Fixed Income
Gross 2.25% 8.16% 6.29% 5.84%

Net 2.21% 8.01% 6.16% 5.65%

   Barclays Aggregate Index 1.79% 5.97% 2.66% 3.75%

Below Inv. Grade Fixed Income
Gross 0.36% 6.84% 11.99% 10.45%

Net 0.25% 6.37% 11.51% 10.01%

   Barclays HY Corp 2% Issue (1.00%) 2.46% 8.42% 8.97%

International Fixed Income
Gross (1.58%) 1.43% 2.41% 5.22%

Net (1.75%) 1.07% 2.04% 4.85%

   Wtd Avg Intl Fixed Income Benchmark (2.99%) (3.08%) (0.75%) 2.47%

Global Real Assets
Gross 2.04% 10.77% 8.45% -

Net 1.90% 10.36% 8.04% -

   Wtd Avg Global Real Assets Benchmark 2.57% 8.55% 8.14% -

Real Estate
Gross 3.90% 14.90% 12.96% 15.74%

Net 3.69% 14.37% 12.44% 15.17%

   NCREIF Total Index 3.04% 11.82% 11.11% 12.56%

Timber
Net 0.33% 4.56% (0.15%) -

   NCREIF Timberland Index 6.02% 10.48% 9.30% 6.27%

Infrastructure
Gross (0.59%) 7.86% 9.04% -

Net (0.73%) 7.26% 8.30% -

   CPI-W (1.82%) 0.32% 1.15% 1.62%

Cash & Equivalents - Net 0.01% 0.05% 0.07% 0.09%
3-month Treasury Bill 0.00% 0.03% 0.07% 0.09%

Total Fund
Gross 1.62% 6.27% 12.32% 11.83%

Net 1.55% 5.92% 11.96% 11.46%

   Target* 1.30% 5.13% 10.94% 10.61%

* Current Quarter Target = 16.6% Russell 1000 Index, 16.0% MSCI World Index, 12.0% Barclays Aggregate Index, 11.8%

MSCI EAFE Index, 10.0% NCREIF Total Index, 5.0% CPI-W, 5.0% Barclays HY Corp 2% Issue, 5.0% NDSIB TFFR - Private

Equity, 5.0% Global Agg ex USD, 5.0% NCREIF Timberland Index, 4.8% Russell 2000 Index, 2.8% MSCI Emerging Mkts  -

Net and 1.0% 3-month Treasury Bill.

PLEASE REFER TO PAGES 41-45 FOR INVESTMENT MANAGER LEVEL RETURNS.
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L.A. Capital
Period Ended December 31, 2014

Investment Philosophy
The LA Capital Structured portfolio is a large growth portfolio benchmarked to the Russell 1000 Growth Index.  It is an
active assignment meaning that it targets a 2% alpha and constrains its risk budget (tracking error) to 4% relative to the
benchmark.  LA Capital believes that investment results are driven by Investor Preferences and thus recognize that when
preferences shift a different posture related to that factor is warranted.

Quarterly Summary and Highlights
L.A. Capital’s portfolio posted a 5.05% return for the quarter
placing it in the 41 percentile of the CAI Large Cap Growth
Style group for the quarter and in the 31 percentile for the
last year.

L.A. Capital’s portfolio outperformed the Russell 1000
Growth Index by 0.26% for the quarter and underperformed
the Russell 1000 Growth Index for the year by 0.19%.

Quarterly Asset Growth

Beginning Market Value $313,021,647

Net New Investment $-163,613

Investment Gains/(Losses) $15,796,425

Ending Market Value $328,654,459

Performance vs CAI Large Cap Growth Style (Gross)
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(41)(56)
(49)(53)

(31)(29)

(38)
(52)

(39)
(57)

(29)(38)

(24)
(64)

(25)
(73)

10th Percentile 6.33 8.54 15.23 26.24 23.48 17.69 10.04 10.44
25th Percentile 5.67 7.49 13.88 24.75 22.17 16.37 9.46 9.46

Median 4.92 6.60 11.83 22.93 20.75 15.30 8.62 8.87
75th Percentile 4.26 5.82 10.23 21.67 19.25 14.11 8.07 8.26
90th Percentile 3.22 4.44 8.44 20.54 18.45 13.15 7.09 7.26

L.A. Capital 5.05 6.60 12.86 23.79 21.21 16.28 9.54 9.48

Russell 1000
Growth Index 4.78 6.34 13.05 22.84 20.26 15.81 8.49 8.29

Relative Return vs Russell 1000 Growth Index
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L.A. Capital Management Enhanced Index
Period Ended December 31, 2014

Investment Philosophy
The LA Capital Enhanced portfolio is a large core portfolio benchmarked to the Russell 1000 Index.  Characterized as an
enhanced index assignment, its objective is to track the benchmark with lower variability.  The pension portfolio began in
August of 2000 and the insurance portfolio was initiated in April of 2004.  Since October of 2006 a small portion of each of
the two core accounts was allocated into the Large Cap Alpha Fund with intent to add incremental alpha to the assignment
given that the information ratio was expected to be higher.

Quarterly Summary and Highlights
LACM Enhanced Index’s portfolio posted a 5.18% return for
the quarter placing it in the 46 percentile of the CAI Large
Cap Core Style group for the quarter and in the 74 percentile
for the last year.

LACM Enhanced Index’s portfolio outperformed the Russell
1000 Index by 0.29% for the quarter and underperformed
the Russell 1000 Index for the year by 0.53%.

Quarterly Asset Growth

Beginning Market Value $210,241,408

Net New Investment $-65,359

Investment Gains/(Losses) $10,879,166

Ending Market Value $221,055,215

Performance vs CAI Large Cap Core Style (Gross)
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(46)
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(39)(46)

(17)
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(51)(88)

10th Percentile 6.70 7.91 16.01 25.36 22.65 17.02 9.25 7.05
25th Percentile 5.72 7.07 15.42 24.47 21.90 16.56 8.83 6.34

Median 5.11 5.91 13.66 23.70 20.89 15.42 8.32 5.59
75th Percentile 4.28 5.32 12.47 22.69 20.30 14.84 7.71 5.04
90th Percentile 3.13 4.00 10.93 21.18 18.99 13.60 7.36 4.62

LACM
Enhanced Index 5.18 6.30 12.70 23.78 21.24 16.08 8.90 5.55

Russell 1000 Index 4.88 5.57 13.24 22.77 20.62 15.64 7.96 4.76

Relative Return vs Russell 1000 Index
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Northern Trust AM Enh S&P500
Period Ended December 31, 2014

Investment Philosophy
Northern Trust AM Enhanced S&P 500 employs a quantitative investment approach, focusing on the stock selection
process as the principal source of value added.  The account invests primarily in a broadly diversified portfolio of equity
securities that include securities convertible into equity securities (including common stock), warrants, rights and units or
shares in trusts, exchange traded funds and investment companies.  The Investment Manager intends to use futures and
options to manage market risk associated with the account’s investments.

Quarterly Summary and Highlights
Northern Trust AM Enh S&P500’s portfolio posted a 4.26%
return for the quarter placing it in the 75 percentile of the CAI
Large Cap Core Style group for the quarter and in the 37
percentile for the last year.

Northern Trust AM Enh S&P500’s portfolio underperformed
the S&P 500 Index by 0.67% for the quarter and
outperformed the S&P 500 Index for the year by 0.79%.

Quarterly Asset Growth

Beginning Market Value $120,463,611

Net New Investment $0

Investment Gains/(Losses) $5,135,963

Ending Market Value $125,599,574

Performance vs CAI Large Cap Core Style (Gross)
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10th Percentile 6.70 7.91 16.01 25.36 22.65 17.02 9.25 7.05
25th Percentile 5.72 7.07 15.42 24.47 21.90 16.56 8.83 6.34

Median 5.11 5.91 13.66 23.70 20.89 15.42 8.32 5.59
75th Percentile 4.28 5.32 12.47 22.69 20.30 14.84 7.71 5.04
90th Percentile 3.13 4.00 10.93 21.18 18.99 13.60 7.36 4.62

Northern Trust
AM Enh S&P500 4.26 6.07 14.48 25.18 21.77 16.57 8.10 4.98

S&P 500 Index 4.93 6.12 13.69 22.68 20.41 15.45 7.67 4.57

Relative Return vs S&P 500 Index
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Parametric Clifton Enh S&P
Period Ended December 31, 2014

Investment Philosophy
Parametric Clifton utilizes equity futures to gain benchmark exposure in constructing the portfolio it believes provides the
greatest likelihood of outperforming the index.  In this construction the underlying cash portfolio is invested in a liquid, high
quality short duration fixed income portfolio.  Over market cycles excess return generated by the short duration portfolio,
when added to the performance of futures is expected to allow the strategy to achieve 0.50% to 1.00% of gross excess
annual performance.

Quarterly Summary and Highlights
Parametric Clifton Enh S&P’s portfolio posted a 5.07%
return for the quarter placing it in the 55 percentile of the CAI
Large Cap Core Style group for the quarter and in the 33
percentile for the last year.

Parametric Clifton Enh S&P’s portfolio outperformed the
S&P 500 Index by 0.13% for the quarter and outperformed
the S&P 500 Index for the year by 1.01%.

Quarterly Asset Growth

Beginning Market Value $167,672,876

Net New Investment $0

Investment Gains/(Losses) $8,495,566

Ending Market Value $176,168,443

Performance vs CAI Large Cap Core Style (Gross)
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10th Percentile 6.70 7.91 16.01 25.36 22.65 17.82
25th Percentile 5.72 7.07 15.42 24.47 21.90 17.17

Median 5.11 5.91 13.66 23.70 20.89 16.06
75th Percentile 4.28 5.32 12.47 22.69 20.30 15.59
90th Percentile 3.13 4.00 10.93 21.18 18.99 13.23

Parametric
Clifton Enh S&P 5.07 6.33 14.69 22.56 20.83 16.39

S&P 500 Index 4.93 6.12 13.69 22.68 20.41 16.01

Relative Return vs S&P 500 Index
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Callan
Period Ended December 31, 2014

Investment Philosophy
The fundamental belief inherent in this strategy is that the stock-weightings reflected in the average portfolio of a broad
universe of institutional Small Cap managers is a more efficient representation of the Small Cap market than any of the
more mechanical Small Cap indices that are typically employed as benchmarks. Hence, a portfolio designed to generate
the return of this average portfolio in the most cost-effective possible manner will consistently out-perform the standard
benchmarks on a risk-adjusted basis over time. This process results in a total portfolio made up of 40 equity sub-advisors,
equally weighted in the Fund’s portfolio, which very closely tracks the performance of the average actively managed
institutional small cap product (historical tracking error since inception of approximately one percent annualized).

Quarterly Summary and Highlights
Callan’s portfolio posted a 6.14% return for the quarter
placing it in the 71 percentile of the CAI MF - Small Cap
Broad Style group for the quarter and in the 72 percentile for
the last year.

Callan’s portfolio underperformed the Russell 2000 Index by
3.59% for the quarter and underperformed the Russell 2000
Index for the year by 3.83%.

Quarterly Asset Growth

Beginning Market Value $111,157,872

Net New Investment $0

Investment Gains/(Losses) $6,825,113

Ending Market Value $117,982,985

Performance vs CAI MF - Small Cap Broad Style (Net)
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(71)

(16)

(74)
(47) (72)

(36)

(49)(49)
(39)(40)

(38)(39)

(46)(52)

10th Percentile 9.93 4.48 8.28 25.39 21.66 17.92 9.62
25th Percentile 9.26 2.94 6.22 23.20 20.23 16.58 8.92

Median 7.80 1.47 3.37 20.47 18.57 14.98 7.68
75th Percentile 5.61 (1.50) 0.58 17.48 16.09 13.26 6.44
90th Percentile 3.28 (4.04) (3.36) 15.37 14.24 10.67 4.62

Callan 6.14 (1.11) 1.06 20.73 19.32 15.56 7.91

Russell 2000 Index 9.73 1.65 4.89 20.67 19.21 15.55 7.62

Relative Return vs Russell 2000 Index
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Parametric Clifton Enh SmCap
Period Ended December 31, 2014

Investment Philosophy
Parametric Clifton utilizes equity futures to gain benchmark exposure in constructing the portfolio it believes provides the
greatest likelihood of outperforming the index.  In this construction the underlying cash portfolio is invested in a liquid, high
quality short duration fixed income portfolio.  Over market cycles excess return generated by the short duration portfolio,
when added to the performance of futures is expected to allow the strategy to achieve 0.50% to 1.00% of gross excess
annual performance.

Quarterly Summary and Highlights
Parametric Clifton Enh SmCap’s portfolio posted a 9.90%
return for the quarter placing it in the 29 percentile of the CAI
Small Capitalization Style group for the quarter and in the 44
percentile for the last year.

Parametric Clifton Enh SmCap’s portfolio outperformed the
Russell 2000 Index by 0.17% for the quarter and
outperformed the Russell 2000 Index for the year by 1.56%.

Quarterly Asset Growth

Beginning Market Value $109,490,404

Net New Investment $0

Investment Gains/(Losses) $10,842,552

Ending Market Value $120,332,955

Performance vs CAI Small Capitalization Style (Gross)
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(29)(30)

(48)(53)
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(58)(66) (47)
(67)

(51)
(76)

10th Percentile 11.14 5.61 10.24 27.12 24.43 20.25
25th Percentile 10.15 4.02 8.14 24.83 22.75 18.87

Median 8.74 1.98 5.56 22.45 20.39 17.15
75th Percentile 7.08 0.07 2.20 19.43 18.20 15.55
90th Percentile 4.87 (2.64) (2.48) 17.06 15.53 14.11

Parametric
Clifton Enh SmCap 9.90 2.17 6.45 21.47 20.69 17.02

Russell 2000 Index 9.73 1.65 4.89 20.67 19.21 15.55

Relative Return vs Russell 2000 Index
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Capital Group
Period Ended December 31, 2014

Investment Philosophy
The Portfolio will invest primarily in equity or equity type securities of companies in developed countries excluding the U.S.
These equity securities will be listed on a stock exchange or traded in another recognized market and include, but are not
limited to, common and preferred stocks, securities convertible or exchangeable into common or preferred stock, warrants,
rights and depository arrangements. *MSCI EAFE through 12/31/1996, 50% Hedged EAFE through 03/31/2011 and
MSCI EAFE again thereafter.

Quarterly Summary and Highlights
Capital Group’s portfolio posted a (2.11)% return for the
quarter placing it in the 31 percentile of the CAI Non-U.S.
Equity Style group for the quarter and in the 56 percentile for
the last year.

Capital Group’s portfolio outperformed the Benchmark by
1.47% for the quarter and outperformed the Benchmark for
the year by 0.32%.

Quarterly Asset Growth

Beginning Market Value $101,856,385

Net New Investment $11,882,111

Investment Gains/(Losses) $-2,312,786

Ending Market Value $111,425,709

Performance vs CAI Non-U.S. Equity Style (Gross)
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(30)
(64)

(43)
(85) (68)(84)

(41)

(97)

10th Percentile (0.77) (5.13) 0.06 11.74 14.67 8.72 7.84 10.04
25th Percentile (1.92) (6.86) (2.46) 9.99 13.36 7.69 6.98 8.94

Median (2.88) (8.25) (4.13) 8.29 11.67 6.69 5.78 7.96
75th Percentile (4.34) (9.85) (5.85) 6.91 10.36 5.55 4.96 7.51
90th Percentile (5.47) (11.36) (7.73) 5.23 8.86 3.94 4.25 6.80

Capital Group (2.11) (7.19) (4.58) 9.46 12.83 6.82 5.32 8.41

Benchmark (3.57) (9.24) (4.90) 8.06 11.06 5.01 4.68 6.04

Relative Return vs Benchmark
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DFA International Small Cap Value Fund
Period Ended December 31, 2014

Investment Philosophy
The International Small Cap Value Portfolio invests in the stocks of small, non-US developed markets companies that
Dimensional believes to be value stocks at the time of purchase.  Specifically, it looks at companies that fall within the
smallest 8-10% of each country’s market capitalization, and who’s shares have a high book value in relation to their market
value (BtM).  It does not invest in emerging markets.

Quarterly Summary and Highlights
DFA Intl Small Cap Value’s portfolio posted a (3.97)% return
for the quarter placing it in the 70 percentile of the MF -
International Small Cap  Obj group for the quarter and in the
38 percentile for the last year.

DFA Intl Small Cap Value’s portfolio outperformed the World
ex US SC Value by 0.11% for the quarter and outperformed
the World ex US SC Value for the year by 0.88%.

Quarterly Asset Growth

Beginning Market Value $74,976,749

Net New Investment $0

Investment Gains/(Losses) $-2,973,746

Ending Market Value $72,003,004

Performance vs MF - International Small Cap  Obj (Net)
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10th Percentile (1.13) (6.19) 0.14 12.46 16.26 10.79 4.54
25th Percentile (1.86) (8.36) (4.19) 11.06 14.93 9.71 2.98

Median (2.74) (10.02) (6.01) 9.92 13.67 8.78 1.83
75th Percentile (4.17) (11.91) (8.43) 7.87 11.79 7.33 0.81
90th Percentile (5.96) (13.49) (10.14) 5.90 9.75 6.18 (0.47)

DFA Intl
Small Cap Value (3.97) (12.15) (4.99) 12.15 15.42 8.43 2.88

World ex
US SC Value (4.08) (12.45) (5.87) 9.65 12.85 7.60 2.51

Relative Return vs World ex US SC Value
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Northern Tr AM Wrld ex US
Period Ended December 31, 2014

Investment Philosophy
The Fund’s objective is to provide investment results that approximate the overall performance of the MSCI World ex-US
Equity Index.

Quarterly Summary and Highlights
Northern Tr AM Wrld ex US’s portfolio posted a (3.69)%
return for the quarter placing it in the 70 percentile of the CAI
Non-U.S. Equity Style group for the quarter and in the 48
percentile for the last year.

Northern Tr AM Wrld ex US’s portfolio outperformed the
MSCI World ex US by 0.01% for the quarter and
outperformed the MSCI World ex US for the year by 0.31%.

Quarterly Asset Growth

Beginning Market Value $245,119,819

Net New Investment $0

Investment Gains/(Losses) $-9,036,445

Ending Market Value $236,083,374

Performance vs CAI Non-U.S. Equity Style (Gross)
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Wellington Management
Period Ended December 31, 2014

Investment Philosophy
The International Small Cap Opportunities investment approach is bottom-up focused, and leverages the global research
resources at Wellington Management. In implementing purchase decisions, consideration is given to the size, liquidity, and
volatility of these prospects. Sell decisions are based on changing fundamentals or valuations, or on finding better
opportunities elsewhere. The assets are not hedged.

Quarterly Summary and Highlights
Wellington Management’s portfolio posted a (3.58)% return
for the quarter placing it in the 76 percentile of the CAI
International Small Cap Style group for the quarter and in
the 64 percentile for the last year.

Wellington Management’s portfolio outperformed the S&P
BMI EPAC <$2 B by 0.86% for the quarter and
underperformed the S&P BMI EPAC <$2 B for the year by
2.16%.

Quarterly Asset Growth

Beginning Market Value $83,100,850

Net New Investment $-180,847

Investment Gains/(Losses) $-2,975,486

Ending Market Value $79,944,517

Performance vs CAI International Small Cap Style (Gross)
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(78)
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(88) (60)
(86)

(51)
(82)

10th Percentile (0.53) (7.14) (0.63) 14.98 18.17 13.15 10.47 13.61
25th Percentile (1.01) (8.29) (2.70) 13.40 16.89 11.85 9.74 12.46

Median (2.16) (9.17) (4.26) 12.04 15.57 10.84 8.42 11.24
75th Percentile (3.38) (11.05) (6.63) 9.62 13.58 9.03 7.03 10.15
90th Percentile (5.04) (13.18) (10.58) 6.08 10.73 6.22 5.16 9.19

Wellington
Management (3.58) (11.20) (6.16) 13.11 16.35 11.20 8.02 11.12

S&P BMI
EPAC <$2 B (4.44) (10.12) (4.00) 9.13 11.77 7.15 5.83 9.69

Relative Return vs S&P BMI EPAC <$2 B
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DFA Emerging Markets
Period Ended December 31, 2014

Investment Philosophy
The Emerging Markets Small Cap Portfolio invests in small cap emerging markets companies.  Presently, this means
investment in companies whose market capitalization is less than $2.3 billion at the time of purchase.  Dimensional
considers, among other things, information disseminated by the International Finance Corporation in determining and
approving emerging market countries.

Quarterly Summary and Highlights
DFA Emerging Markets’s portfolio posted a (5.05)% return
for the quarter placing it in the 53 percentile of the CAI MF -
Emerging Markets Style group for the quarter and in the 6
percentile for the last year.

DFA Emerging Markets’s portfolio underperformed the MSCI
Emerging Mkts  - Net Idx by 0.55% for the quarter and
outperformed the MSCI Emerging Mkts  - Net Idx for the
year by 5.19%.

Quarterly Asset Growth

Beginning Market Value $36,423,118

Net New Investment $0

Investment Gains/(Losses) $-1,841,128

Ending Market Value $34,581,990

Performance vs CAI MF - Emerging Markets Style (Net)
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10th Percentile (0.61) (4.27) 0.97 3.10 8.04 4.65 6.47
25th Percentile (2.72) (6.50) (0.06) (0.71) 6.55 2.48 6.15

Median (4.54) (8.48) (4.32) (2.78) 4.22 1.94 4.91
75th Percentile (6.71) (10.62) (8.01) (6.07) 0.87 0.29 4.04
90th Percentile (12.36) (17.79) (13.14) (12.25) (5.73) (5.50) 3.10

DFA Emerging
Markets (5.05) (6.81) 3.00 0.79 8.12 4.95 9.13

MSCI Emerging
Mkts  - Net Idx (4.50) (7.84) (2.19) (2.39) 4.05 1.78 5.91

Relative Returns vs
MSCI Emerging Mkts  - Net Idx
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EPOCH Investment
Period Ended December 31, 2014

Investment Philosophy
Epoch seeks to produce superior risk adjusted returns by building portfolios of businesses with outstanding risk/reward
profiles without running a high degree of capital risk. They analyze businesses in the same manner private investors would
in looking to purchase the entire company. The strategy only invests in businesses that are understood and where they
have confidence in the financial statements. They seek businesses that generate "free cash flow" and securities that have
unrecognized potential yet possess a combination of above average yield, above average free cash flow growth, and/or
below average valuation. The EPOCH Blended Benchmark consists of the S&P 500 Index through 12/31/2011 and
the MSCI World Index thereafter.

Quarterly Summary and Highlights
EPOCH Investment’s portfolio posted a 3.72% return for the
quarter placing it in the 8 percentile of the CAI Global Equity
Broad Style group for the quarter and in the 57 percentile for
the last year.

EPOCH Investment’s portfolio outperformed the EPOCH
Blended Benchmark by 2.72% for the quarter and
underperformed the EPOCH Blended Benchmark for the
year by 1.34%.

Quarterly Asset Growth

Beginning Market Value $296,144,180

Net New Investment $-481,038

Investment Gains/(Losses) $11,016,283

Ending Market Value $306,679,425

Performance vs CAI Global Equity Broad Style (Gross)
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10th Percentile 3.26 1.43 7.13 19.34 19.71 13.22 5.74
25th Percentile 1.91 0.27 5.78 17.12 17.75 11.87 4.52

Median 1.15 (0.97) 4.51 15.55 16.14 10.62 3.27
75th Percentile 0.27 (2.76) 2.29 13.86 15.13 9.29 2.59
90th Percentile (1.68) (4.81) 0.81 11.70 12.85 8.22 0.44

EPOCH Investment 3.72 4.13 3.60 17.53 16.68 10.90 6.50

EPOCH Blended
Benchmark 1.01 (1.17) 4.94 15.30 15.47 12.59 4.68

Relative Returns vs
EPOCH Blended Benchmark
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LSV Asset Management
Period Ended December 31, 2014

Investment Philosophy
The Global Value (ACWI) Equity strategy is managed using quantitative techniques to select individual securities in a
risk-controlled, bottom-up approach.  Value factors and security selection dominate sector/industry factors as explanators
of performance.

Quarterly Summary and Highlights
LSV Asset Management’s portfolio posted a 0.87% return
for the quarter placing it in the 67 percentile of the CAI
Global Equity Broad Style group for the quarter and in the 32
percentile for the last year.

LSV Asset Management’s portfolio outperformed the MSCI
ACWI Idx by 0.35% for the quarter and outperformed the
MSCI ACWI Idx for the year by 0.70%.

Quarterly Asset Growth

Beginning Market Value $411,483,915

Net New Investment $-103,271

Investment Gains/(Losses) $3,589,139

Ending Market Value $414,969,783

Performance vs CAI Global Equity Broad Style (Gross)
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10th Percentile 3.26 1.43 7.13 17.77
25th Percentile 1.91 0.27 5.78 14.62

Median 1.15 (0.97) 4.51 13.08
75th Percentile 0.27 (2.76) 2.29 11.25
90th Percentile (1.68) (4.81) 0.81 9.78

LSV Asset
Management 0.87 (1.90) 5.40 14.79

MSCI ACWI Idx 0.52 (1.69) 4.71 11.62

Relative Return vs MSCI ACWI Idx
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Investment Manager Returns

The table below details the rates of return for the Fund’s investment managers over various time periods ended December
31, 2014. 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, 2014

Last Last Last
Last Last  3  5 25-3/4

Quarter Year Years Years Years

Private Equity (1.89%) 3.00% 6.26% 7.02% 8.90%

Adams Street Direct Co-Invest Fd 14.63% 32.43% 17.38% 19.98% -
Adams Street Direct Fd 2010 0.44% 24.59% 14.99% - -
Adams Street 1998 Partnership (1.79%) (0.04%) 5.66% 1.46% -
Adams Street 1999 Partnership (4.78%) (1.37%) 7.06% 6.34% -
Adams Street 2000 Partnership (3.84%) 3.08% 2.17% 7.91% -
Adams Street 2001 Partnership (0.56%) 9.72% 11.80% 11.62% -
Adams Street 2002 Partnership (8.85%) (0.63%) 7.77% 11.84% -
Adams Street 2003 Partnership 1.29% 15.63% 12.70% 11.56% -
Adams Street 2010 Partnership 6.20% 19.35% 13.35% - -
Adams Street 2008 Fund 3.90% 16.92% 10.31% 8.27% -
Adams Street 1999 Non-US (5.93%) (6.55%) 7.15% 12.70% -
Adams Street 2000 Non-US (8.33%) (0.29%) (4.87%) 3.80% -
Adams Street 2001 Non-US (7.01%) 16.07% 13.13% 8.10% -
Adams Street 2002 Non-US (8.60%) (2.28%) 1.21% 6.08% -
Adams Street 2003 Non-US (16.37%) (1.18%) 11.67% 12.08% -
Adams Street 2004 Non-US (13.91%) 17.96% 6.15% 8.67% -
Adams Street 2010 Non-US (0.43%) 8.80% 9.38% - -
Adams Street 2010 NonUS Emg 6.17% 17.30% (2.33%) - -
Adams Street BVCF IV Fund (7.19%) 51.17% 40.07% 66.11% -

Coral Partner VI (0.07%) (76.10%) (40.78%) (29.38%) -

CorsAir III 1.49% (3.81%) (1.46%) 0.21% -
ND Investors (0.22%) (1.54%) 3.99% 1.99% -
CorsAir IV 7.28% 18.64% 9.27% - -
Capital International V (3.62%) 2.08% (1.20%) 7.14% -
Capital International VI (6.47%) (6.99%) (15.37%) - -
EIG Energy Fund XIV (1.62%) (2.13%) (1.43%) 5.39% -
Lewis & Clark 0.00% (19.26%) 0.27% 4.94% -
Lewis & Clark II 0.00% (7.13%) (4.87%) (8.67%) -
Quantum Energy Partners 0.35% 28.93% 26.00% 23.97% -
Quantum Resources (23.51%) (33.56%) (2.50%) 1.81% -
Matlin Patterson I 0.00% 1.12% 2197.03% 698.28% -
Matlin Patterson II 0.62% (14.44%) (38.46%) (42.16%) -
Matlin Patterson III (8.35%) (1.26%) 44.04% 18.09% -

Russell 1000 Index 4.88% 13.24% 20.62% 15.64% 10.36%
Russell 2000 Index 9.73% 4.89% 19.21% 15.55% 9.78%
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Declaration Total Return
Period Ended December 31, 2014

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

Quarterly Summary and Highlights
Declaration Total Return’s portfolio posted a 1.01% return
for the quarter placing it in the 19 percentile of the CAI
Intermediate Fixed-Inc Style group for the quarter and in the
1 percentile for the last year.

Declaration Total Return’s portfolio outperformed the Libor-3
Month by 0.95% for the quarter and outperformed the
Libor-3 Month for the year by 6.26%.

Quarterly Asset Growth

Beginning Market Value $72,438,298

Net New Investment $0

Investment Gains/(Losses) $728,453

Ending Market Value $73,166,751

Performance vs CAI Intermediate Fixed-Inc Style (Gross)

0%

1%

2%

3%

4%

5%

6%

7%

8%

Last Quarter Fiscal YTD Last Year Last 2 Years Last 2-1/2 Years

B(1)
A(19)

(100)

B(1)
A(1)

(100)

A(1)
B(1)

(99)

A(1)

B(10)

(99)
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10th Percentile 1.11 1.10 4.16 1.90 2.66
25th Percentile 0.94 1.03 3.80 1.67 2.36

Median 0.88 0.87 3.38 1.42 2.01
75th Percentile 0.76 0.70 3.07 1.17 1.56
90th Percentile 0.66 0.53 2.87 0.91 1.40

Declaration
Total Return A 1.01 1.70 6.49 4.82 6.49

Barclays
Aggregate Index B 1.79 1.96 5.97 1.89 2.24

Libor-3 Month 0.06 0.12 0.23 0.25 0.28

Relative Return vs Libor-3 Month
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J.P. Morgan MBS
Period Ended December 31, 2014

Investment Philosophy
JP Morgan seeks to outperform the benchmark over longer horizons regardless of the market environment.

Quarterly Summary and Highlights
J.P. Morgan MBS’s portfolio posted a 1.27% return for the
quarter placing it in the 80 percentile of the CAI Mtg-Backed
FI Style group for the quarter.

J.P. Morgan MBS’s portfolio underperformed the Barclays
Mortgage by 0.52% for the quarter.

Quarterly Asset Growth

Beginning Market Value $111,962,527

Net New Investment $0

Investment Gains/(Losses) $1,421,378

Ending Market Value $113,383,905

Performance vs CAI Mtg-Backed FI Style (Gross)
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(28)

10th Percentile 1.97
25th Percentile 1.82

Median 1.70
75th Percentile 1.41
90th Percentile 0.46

J.P. Morgan MBS 1.27

Barclays Mortgage 1.79

Relative Return vs Barclays Mortgage
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PIMCO DiSCO II
Period Ended December 31, 2014

Investment Philosophy
The PIMCO Distressed Senior Credit Opportunities Fund is an opportunistic private-equity style Fund which seeks to
provide investors enhanced returns principally through long-biased investments in undervalued senior and super senior
structured credit securities that are expected to produce attractive levels of current income and that may also appreciate in
value over the long term.  The fund will look to capitalize on forced sales by liquidity constrained investors.

Quarterly Summary and Highlights
PIMCO DiSCO II’s portfolio posted a (0.35)% return for the
quarter placing it in the 100 percentile of the CAI Core Bond
Fixed-Inc Style group for the quarter and in the 16 percentile
for the last year.

PIMCO DiSCO II’s portfolio underperformed the Barclays
Aggregate Index by 2.14% for the quarter and outperformed
the Barclays Aggregate Index for the year by 0.92%.

Quarterly Asset Growth

Beginning Market Value $85,423,973

Net New Investment $0

Investment Gains/(Losses) $-296,387

Ending Market Value $85,127,586

Performance vs CAI Core Bond Fixed-Inc Style (Gross)
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(28) B(38)
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A(16)
B(58)(65)

A(1)

B(51)(84)

A(1)

B(95)(94)

10th Percentile 1.98 2.18 7.18 2.78 4.36
25th Percentile 1.81 2.07 6.57 2.60 4.05

Median 1.68 1.89 6.23 2.27 3.48
75th Percentile 1.53 1.72 5.84 2.00 3.11
90th Percentile 1.28 1.36 5.35 1.65 2.81

PIMCO DiSCO II A (0.35) 1.08 6.88 9.43 20.40
Barclays Mortgage B 1.79 1.97 6.08 2.26 2.37

Barclays
Aggregate Index 1.79 1.96 5.97 1.89 2.66

Relative Return vs Barclays Aggregate Index
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PIMCO MBS
Period Ended December 31, 2014

Investment Philosophy
The PIMCO Mortgage-Backed Securities Strategy is an actively managed bond portfolio that invests in high quality, short
to intermediate duration mortgage-backed securities.  The fund invests primarily in securities that are highly rated, such as
US Government guaranteed Ginnie Mae securities and Agency-guaranteed Fannie Mae and Freddie Mac
mortgage-backed securities.

Quarterly Summary and Highlights
PIMCO MBS’s portfolio posted a 1.58% return for the
quarter placing it in the 68 percentile of the CAI Mtg-Backed
FI Style group for the quarter and in the 76 percentile for the
last year.

PIMCO MBS’s portfolio underperformed the Barclays
Mortgage by 0.20% for the quarter and underperformed the
Barclays Mortgage for the year by 0.44%.

Quarterly Asset Growth

Beginning Market Value $175,732,873

Net New Investment $-76,721

Investment Gains/(Losses) $2,784,419

Ending Market Value $178,440,570

Performance vs CAI Mtg-Backed FI Style (Gross)
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(68)(28) (74)(69)
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(64)

(90)
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10th Percentile 1.97 2.90 8.75 6.94 9.85
25th Percentile 1.82 2.40 7.22 4.13 5.51

Median 1.70 2.05 6.36 2.63 3.02
75th Percentile 1.41 1.78 5.78 2.13 2.59
90th Percentile 0.46 1.14 3.90 1.72 2.13

PIMCO MBS 1.58 1.81 5.64 1.68 2.31

Barclays Mortgage 1.79 1.97 6.08 2.26 2.38

Relative Return vs Barclays Mortgage
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PIMCO Unconstrained
Period Ended December 31, 2014

Investment Philosophy
The PIMCO Unconstrained Bond Strategy is an absolute return-oriented, investment grade quality fixed income strategy
that leverages PIMCO’s secular thinking, global themes, and integrated investment process without the constraints of a
benchmark or significant sector/instrument limitations. The strategy  focuses on long-term economic, social and political
trends. Over shorter cyclical time frames, the unconstrained nature of the strategy allows PIMCO to take on more risk when
tactical opportunities are identified, and it allows for reduction and diversification of risk at times when the outlook may be
more challenging for traditional fixed income benchmarks. The product changed from Commingled Fund to Separate
Account in March 2014.  *Libor-3 month through February 28, 2014; Fund’s performance through March 31, 2014;
Libor-3 month thereafter.

Quarterly Summary and Highlights
PIMCO Unconstrained’s portfolio posted a 0.36% return for
the quarter placing it in the 100 percentile of the CAI
Intermediate Fixed-Inc Style group for the quarter and in the
92 percentile for the last year.

PIMCO Unconstrained’s portfolio outperformed the Blended
Benchmark* by 0.30% for the quarter and outperformed the
Blended Benchmark* for the year by 2.25%.

Quarterly Asset Growth

Beginning Market Value $93,810,011

Net New Investment $-136,962

Investment Gains/(Losses) $336,170

Ending Market Value $94,009,218

Performance vs CAI Intermediate Fixed-Inc Style (Gross)
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Median 0.88 0.87 3.38 1.42 2.32
75th Percentile 0.76 0.70 3.07 1.17 1.95
90th Percentile 0.66 0.53 2.87 0.91 1.81

PIMCO
Unconstrained 0.36 0.23 2.69 0.24 2.79

Blended Benchmark* 0.06 0.12 0.44 0.36 0.37

Relative Return vs Blended Benchmark*
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SSgA Long US Treas Index
Period Ended December 31, 2014

Investment Philosophy
The Fund seeks an investment return that approximates as closely as practicable, before expenses, the performance of the
Barclays Capital U.S. Long Treasury Bond Index over the long term.

Quarterly Summary and Highlights
SSgA Long US Treas Index’s portfolio posted a 8.61%
return for the quarter placing it in the 3 percentile of the CAI
Extended Maturity Fixed-Inc Style group for the quarter and
in the 4 percentile for the last year.

SSgA Long US Treas Index’s portfolio underperformed the
Barclays Long Treas by 0.00% for the quarter and
underperformed the Barclays Long Treas for the year by
0.03%.

Quarterly Asset Growth

Beginning Market Value $121,755,561

Net New Investment $-10,010,469

Investment Gains/(Losses) $9,776,278

Ending Market Value $121,521,370

Performance vs CAI Extended Maturity Fixed-Inc Style (Gross)
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10th Percentile 6.09 7.29 20.81 12.78
25th Percentile 5.42 6.62 19.45 12.57

Median 5.07 6.06 17.99 12.02
75th Percentile 4.63 5.25 16.45 11.13
90th Percentile 3.48 3.77 13.30 8.12

SSgA Long US
Treas Index 8.61 11.52 25.04 11.96

Barclays Long Treas 8.62 11.54 25.07 11.99

Relative Return vs Barclays Long Treas
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Goldman Sachs 2006 Offshore
Period Ended December 31, 2014

Investment Philosophy
GS Mezzanine Partners seeks large-sized mezzanine investments comprised generally of fixed income securities and an
associated equity component. They focus on providing "private high yield" capital for mid- to large-sized leveraged and
management buyout transactions, recapitalizations, financings, re-financings, acquisitions and restructurings for private
equity firms, private family companies and corporate issuers.

Quarterly Summary and Highlights
Goldman Sachs’s portfolio posted a 11.69% return for the
quarter placing it in the 1 percentile of the CAI High Yield
Fixed-Inc Style group for the quarter and in the 1 percentile
for the last year.

Goldman Sachs’s portfolio outperformed the Barclays HY
Corp 2% Issue by 12.69% for the quarter and outperformed
the Barclays HY Corp 2% Issue for the year by 32.33%.

Quarterly Asset Growth

Beginning Market Value $2,299,427

Net New Investment $-857,133

Investment Gains/(Losses) $168,618

Ending Market Value $1,610,912

Performance vs CAI High Yield Fixed-Inc Style (Gross)
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(57)

(99)
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10th Percentile 0.47 (0.90) 4.74 6.47 10.26 10.07 9.56
25th Percentile (0.34) (1.92) 3.63 5.69 9.15 9.51 8.76

Median (0.74) (2.66) 2.92 5.17 8.54 9.14 8.29
75th Percentile (1.39) (3.38) 1.96 4.42 7.76 8.50 7.70
90th Percentile (2.06) (4.30) 0.74 4.09 7.22 8.23 7.15

Goldman Sachs 11.69 10.89 34.79 26.38 14.27 19.68 5.75

Barclays HY
Corp 2% Issue (1.00) (2.84) 2.46 4.92 8.42 8.98 8.49

Relative Return vs Barclays HY Corp 2% Issue
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Goldman Sachs Offshore Fund V
Period Ended December 31, 2014

Investment Philosophy
GS Mezzanine Partners seeks large-sized mezzanine investments comprised generally of fixed income securities and an
associated equity component. They focus on providing "private high yield" capital for mid- to large-sized leveraged and
management buyout transactions, recapitalizations, financings, re-financings, acquisitions and restructurings for private
equity firms, private family companies and corporate issuers.

Quarterly Summary and Highlights
Goldman Sachs Offshore V’s portfolio posted a 11.00%
return for the quarter placing it in the 1 percentile of the CAI
High Yield Fixed-Inc Style group for the quarter and in the 1
percentile for the last year.

Goldman Sachs Offshore V’s portfolio outperformed the
Barclays HY Corp 2% Issue by 12.00% for the quarter and
outperformed the Barclays HY Corp 2% Issue for the year
by 15.77%.

Quarterly Asset Growth

Beginning Market Value $7,457,396

Net New Investment $-1,603,692

Investment Gains/(Losses) $644,093

Ending Market Value $6,497,797

Performance vs CAI High Yield Fixed-Inc Style (Gross)
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10th Percentile 0.47 (0.90) 4.74 6.47 10.26 10.07 9.80
25th Percentile (0.34) (1.92) 3.63 5.69 9.15 9.51 8.98

Median (0.74) (2.66) 2.92 5.17 8.54 9.14 8.36
75th Percentile (1.39) (3.38) 1.96 4.42 7.76 8.50 7.80
90th Percentile (2.06) (4.30) 0.74 4.09 7.22 8.23 7.16

Goldman Sachs
Offshore V 11.00 9.60 18.23 15.99 18.79 15.26 11.99

Barclays HY
Corp 2% Issue (1.00) (2.84) 2.46 4.92 8.42 8.98 8.84

Relative Return vs Barclays HY Corp 2% Issue
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Loomis Sayles
Period Ended December 31, 2014

Investment Philosophy
The High Yield Full Discretion Strategy seeks to identify attractive sectors and specific investment opportunities primarily
within the global fixed income market through a global economic and interest rate framework.  Portfolio managers
incorporate a long-term macroeconomic view along with a stringent bottom-up investment evaluation process that drives
security selection and resulting sector allocations.  Opportunistic investments in non-benchmark sectors including
investment grade corporate, emerging market, and non-US dollar debt and convertible bonds help to manage overall
portfolio risk and enhance total return potential.

Quarterly Summary and Highlights
Loomis Sayles’s portfolio posted a (0.28)% return for the
quarter placing it in the 22 percentile of the CAI High Yield
Fixed-Inc Style group for the quarter and in the 1 percentile
for the last year.

Loomis Sayles’s portfolio outperformed the Barclays HY
Corp 2% Issue by 0.72% for the quarter and outperformed
the Barclays HY Corp 2% Issue for the year by 3.05%.

Quarterly Asset Growth

Beginning Market Value $222,030,588

Net New Investment $-277,538

Investment Gains/(Losses) $-610,167

Ending Market Value $221,142,883

Performance vs CAI High Yield Fixed-Inc Style (Gross)
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10th Percentile 0.47 (0.90) 4.74 6.47 10.26 10.07 8.84 9.26
25th Percentile (0.34) (1.92) 3.63 5.69 9.15 9.51 8.11 8.61

Median (0.74) (2.66) 2.92 5.17 8.54 9.14 7.64 8.17
75th Percentile (1.39) (3.38) 1.96 4.42 7.76 8.50 7.08 7.57
90th Percentile (2.06) (4.30) 0.74 4.09 7.22 8.23 6.74 7.09

Loomis Sayles (0.28) (1.95) 5.51 6.17 11.40 9.82 8.20 9.15

Barclays HY
Corp 2% Issue (1.00) (2.84) 2.46 4.92 8.42 8.98 7.73 8.29

Relative Return vs Barclays HY Corp 2% Issue
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PIMCO Bravo II Fund
Period Ended December 31, 2014

Investment Philosophy
The BRAVO II Fund is a private equity style fund targeting an annualized IRR of 15-20% and multiple of 1.8-2x, net of fees
and carried interest with an initial 5-year term.  The fund will seek to capitalize on non-economic asset sale decisions by
global financial institutions.  The fund will have the flexibility to acquire attractively discounted, less liquid loans, structured
credit and other assets tied to residential or commercial real estate markets in the U.S. and Europe.

Quarterly Summary and Highlights
PIMCO Bravo II Fund’s portfolio posted a 3.49% return for
the quarter placing it in the 1 percentile of the CAI High Yield
Fixed-Inc Style group for the quarter and in the 1 percentile
for the last year.

PIMCO Bravo II Fund’s portfolio outperformed the Barclays
HY Corp 2% Issue by 4.48% for the quarter and
outperformed the Barclays HY Corp 2% Issue for the year
by 26.04%.

Quarterly Asset Growth

Beginning Market Value $17,720,786

Net New Investment $5,000,000

Investment Gains/(Losses) $718,571

Ending Market Value $23,439,357

Performance vs CAI High Yield Fixed-Inc Style (Gross)
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PIMCO
Bravo II Fund 3.49 28.50

Barclays HY
Corp 2% Issue (1.00) 2.46

Relative Return vs Barclays HY Corp 2% Issue
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Brandywine Asset Management
Period Ended December 31, 2014

Investment Philosophy
Brandywine engages in a disciplined, active, value-driven, strategic approach.  Their investment strategy concentrates on
top-down analysis of macro-economic conditions in order to determine where the most attractive valuations exist.
Specifically, they invest in bonds with the highest real yields globally.  They manage currency to protect principal and
increase returns, patiently rotated among countries and attempt to control risk by purchasing undervalued securities.

Quarterly Summary and Highlights
Brandywine’s portfolio posted a 0.08% return for the quarter
placing it in the 2 percentile of the CAI Non-U.S. Fixed-Inc
Style group for the quarter and in the 3 percentile for the last
year.

Brandywine’s portfolio outperformed the Barclays Global
Aggregate Index by 1.12% for the quarter and outperformed
the Barclays Global Aggregate Index for the year by 5.90%.

Quarterly Asset Growth

Beginning Market Value $115,277,347

Net New Investment $-116,736

Investment Gains/(Losses) $93,801

Ending Market Value $115,254,412

Performance vs CAI Non-U.S. Fixed-Inc Style (Gross)
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Median (2.52) (7.35) (1.83) (3.14) (0.00) 1.94 3.50 5.08
75th Percentile (3.08) (7.73) (3.00) (4.28) (2.32) 1.14 2.93 4.52
90th Percentile (3.48) (8.53) (4.73) (5.92) (3.53) 0.25 2.78 4.24

Brandywine 0.08 (1.92) 6.49 1.47 5.86 8.11 6.92 8.16

Barclays Global
Aggregate Index (1.04) (4.14) 0.59 (1.02) 0.73 2.65 3.60 4.41
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UBS Global Asset Management
Period Ended December 31, 2014

Investment Philosophy
UBS Global Asset Management’s non-US fixed income portfolio’s assets are invested in emerging markets debt on an
opportunistic basis up to the stated maximum allocation of 5%. The account’s non-US fixed income assets will be
fully-invested at all times, but such assets may be invested in the UBS US Cash Management Prime Collective Fund for
operational and risk management purposes. *Citigroup Non-US Govt Index through 12/31/2009 and the Barclays
Global Aggregate ex-US Index thereafter.

Quarterly Summary and Highlights
UBS Global Asset Management’s portfolio posted a (3.35)%
return for the quarter placing it in the 82 percentile of the CAI
Non-U.S. Fixed-Inc Style group for the quarter and in the 82
percentile for the last year.

UBS Global Asset Management’s portfolio underperformed
the Blended Benchmark* by 0.35% for the quarter and
underperformed the Blended Benchmark* for the year by
0.50%.

Quarterly Asset Growth

Beginning Market Value $109,104,967

Net New Investment $-262,510

Investment Gains/(Losses) $-3,641,310

Ending Market Value $105,201,147

Performance vs CAI Non-U.S. Fixed-Inc Style (Gross)
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75th Percentile (3.08) (7.73) (3.00) (4.28) (2.32) 1.14 2.93 6.67
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UBS Global
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North Dakota State Investment Board Pension Funds
Performance vs Total Real Estate DB
Periods Ended December 31, 2014

Return Ranking
The chart below illustrates fund rankings over various periods versus the Total Real Estate DB. The bars represent the range
of returns from the 10th percentile to the 90th percentile for each period for all funds in the Total Real Estate DB. The
numbers to the right of the bar represent the percentile rankings of the funds being analyzed. The table below the chart
details the rates of return plotted in the graph above.
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Median 2.87 5.89 11.90 12.18
75th Percentile 2.18 4.82 9.58 9.63
90th Percentile 1.15 1.71 6.79 6.35

Total Real Estate A 3.86 5.56 14.83 12.95

Invesco Core Real Estate B 3.49 7.06 12.35 11.69
Invesco Real Estate II C 4.93 4.93 14.21 18.66
Invesco Real Estate III D 8.76 8.76 20.93 -

Invesco Asia Real Estate E (4.61) (5.27) 1.98 2.50
JP Morgan Investment F 2.98 5.72 12.18 13.68

JP Morgan Alternative Fd G (8.93) (8.94) (5.01) 10.92
JP Morgan

Greater China Fund H 2.15 2.40 41.77 15.96

NCREIF Total Index 3.04 5.76 11.82 11.11
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Total Real Estate A 14.44 7.12 5.68

Invesco Core Real Estate B 13.77 7.99 -
Invesco Real Estate II C 21.48 - -
Invesco Real Estate III D - - -

Invesco Asia Real Estate E (0.75) - -
JP Morgan Investment F 14.79 7.85 7.23

JP Morgan Alternative Fd G 6.18 - -
JP Morgan

Greater China Fund H 12.52 - -

NCREIF Total Index 12.13 8.38 7.69
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TIR Teredo
Period Ended December 31, 2014

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

Quarterly Summary and Highlights
TIR Teredo’s portfolio posted a 0.93% return for the quarter
placing it in the 97 percentile of the CAI Core Bond Fixed-Inc
Style group for the quarter and in the 1 percentile for the last
year.

TIR Teredo’s portfolio underperformed the NCREIF
Timberland Index by 5.09% for the quarter and
outperformed the NCREIF Timberland Index for the year by
0.96%.

Quarterly Asset Growth

Beginning Market Value $73,712,745

Net New Investment $-2,500,000

Investment Gains/(Losses) $660,572

Ending Market Value $71,873,317
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TIR Springbank
Period Ended December 31, 2014

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

Quarterly Summary and Highlights
TIR Springbank’s portfolio posted a (0.03)% return for the
quarter placing it in the 100 percentile of the CAI Core Bond
Fixed-Inc Style group for the quarter and in the 100
percentile for the last year.

TIR Springbank’s portfolio underperformed the NCREIF
Timberland Index by 6.05% for the quarter and
underperformed the NCREIF Timberland Index for the year
by 9.92%.

Quarterly Asset Growth

Beginning Market Value $119,500,529

Net New Investment $-25,563

Investment Gains/(Losses) $-32,324

Ending Market Value $119,442,642
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JP Morgan Asian Infrastructure
Period Ended December 31, 2014

Investment Philosophy
The JPMorgan Asian Infrastructure & Related Resources Opportunity ("AIRRO") Fund seeks to invest in infrastructure and
related resources opportunities across the greater Asia Pacific region.  The Fund seeks to invest in a broad range of
assets, including: core infrastructure, power both from conventional and renewable sources, communications, water and
waste-water, public works, urban development and other "social" infrastructure assets and related resources.

Quarterly Summary and Highlights
JPM Asian Infrastructure’s portfolio outperformed the CPI-W
by 1.38% for the quarter and outperformed the CPI-W for
the year by 7.56%.

Quarterly Asset Growth

Beginning Market Value $32,880,340

Net New Investment $365,041

Investment Gains/(Losses) $-145,086

Ending Market Value $33,100,295
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JPM Infrastructure Fund
Period Ended December 31, 2014

Investment Philosophy
The only open-ended private commingled infrastructure fund in the U.S, the JPMorgan Infrastructure Investments Fund
invests in stabilized assets in OECD countries with selected value-added opportunities, across infrastructure industry
sub-sectors, including: toll roads, bridges and tunnels; oil and gas pipelines; electricity transmission and distribution
facilities; contracted power generation assets; water distribution; waste-water collection and processing; railway lines and
rapid rail links; and seaports and airports.

Quarterly Summary and Highlights
JPM Infrastructure Fund’s portfolio underperformed the
CPI-W by 0.05% for the quarter and outperformed the
CPI-W for the year by 5.65%.

Quarterly Asset Growth

Beginning Market Value $110,827,868

Net New Investment $-295,437

Investment Gains/(Losses) $-2,068,185

Ending Market Value $108,464,247
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Grosvenor Cust. Infrastructure
Period Ended December 31, 2014

Investment Philosophy
The Customized Infrastructure Strategies LP is a commingled fund focused on providing a comprehensive, diversified
solution for investors looking to access the infrastructure asset class.  The Fund seeks to generate stable, long-term yield
and attractive risk-adjusted returns by investing in a diversified portfolio of primary core and core plus infrastructure funds
(30%), co-investments (40%) and opportunistic secondary fund purchases (30%).

Quarterly Summary and Highlights
Grosvenor Cust. Infrastructure’s portfolio outperformed the
CPI-W by 4.63% for the quarter and outperformed the
CPI-W for the year by 12.95%.

Quarterly Asset Growth

Beginning Market Value $43,806,631

Net New Investment $-3,568,857

Investment Gains/(Losses) $1,119,643

Ending Market Value $41,357,417
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Ρεσεαρχη ανδ Εδυχατιοναλ Προγραmσ

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

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

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

Wηιτε Παπερσ

Εmεργινγ Μαναγερσ: Σmαλλ Φιρmσ ωιτη Βιγ Ιδεασ

Ιν τηισ ιντερϖιεω, Χαλλαν�σ Υϖαν Τσενγ ανδ Λαυρεν Ματηιασ δισχυσσ τρενδσ ανδ ισσυεσ ιν τηε 

εmεργινγ mαναγερ αρενα. (Αλσο σεε ουρ ρελατεδ ϖιδεο: �Μαναγερ Τρενδσ: Εmεργινγ Μαναγερσ 

ανδ Μινοριτψ, Wοmεν, ανδ Dισαβλεδ−οωνεδ Φιρmσ.�)

Μαναγινγ DΧ Πλαν Ινϖεστmεντσ: Α Φιδυχιαρψ Ηανδβοοκ

In this handbook, Lori Lucas covers eight key areas of responsibility for DC plan iduciaries, 
ινχλυδινγ ινϖεστmεντ στρυχτυρε, Ινϖεστmεντ Πολιχψ Στατεmεντ, ΘDΙΑ οϖερσιγητ, ανδ οτηερσ. Wε 

αλσο ινχλυδε α χυστοmιζαβλε �Φιδυχιαρψ Χηεχκλιστ.�

Wηατ Dο Μονεψ Μαρκετ Ρεφορmσ Μεαν φορ Ινϖεστορσ? Α Ρουνδταβλε Dισχυσσιον ωιτη

Χαλλαν Εξπερτσ

Ιν ϑυλψ 2014, τηε ΣΕΧ αδοπτεδ αmενδmεντσ το τηε ρυλεσ τηατ γοϖερν mονεψ mαρκετ mυτυαλ 

φυνδσ. Τηε αmενδmεντσ αδδρεσσ τηε ρισκσ οφ αν ινϖεστορ ρυν ον mονεψ mαρκετ φυνδσ, ωηιλε 

seeking to preserve the beneits of these funds.

Ρεαλ Εστατε Γροωσ Γρεενερ: Ενϖιρονmενταλ Συσταιναβιλιτψ ωιτηιν Ινστιτυτιοναλ Ρεαλ 

Εστατε Ινϖεστmεντ

Σαραη Ανγυσ σηαρεσ χοmmονλψ ηελδ σεντιmεντσ ον τηε ρατιοναλε φορ υτιλιζινγ ενϖιρονmενταλλψ 

sustainable practices in real estate management. She provides an overview of inluential 
οργανιζατιονσ ανδ κεψ τρενδσ ιν τηε ινστιτυτιοναλ ρεαλ εστατε ινϖεστmεντ ινδυστρψ.

ΧΑΛΛΑΝ 
ΙΝςΕΣΤΜΕΝΤΣ 
ΙΝΣΤΙΤΥΤΕ

Εδυχατιον

ΦΟΥΡΤΗ ΘΤΡ 2014

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Χαλλαν ωουλδ λικε το τηανκ Μιχηαελ Βαρρψ 

οφ Πλαν Αδϖισορψ Σερϖιχεσ φορ ηισ  

χοντριβυτιονσ το τηισ ηανδβοοκ. 

 

 

Μαναγινγ DΧ Πλαν Ινϖεστmεντσ:  

Α Φιδυχιαρψ Ηανδβοοκ 

1Κνοωλεδγε. Εξπεριενχε. Ιντεγριτψ.

ΧΑΛΛΑΝ 
ΙΝςΕΣΤΜΕΝΤΣ 
ΙΝΣΤΙΤΥΤΕ

Ρεσεαρχη

Οχτοβερ 2014

Wηατ δο Μονεψ Μαρκετ Ρεφορmσ Μεαν φορ Ινϖεστορσ?

Α Ρουνδταβλε Dισχυσσιον ωιτη Χαλλαν Εξπερτσ

Money market funds are an important source of liquidity and are critical to our inancial markets. Following 

the inancial crisis of 2008, some money market funds “broke the buck,” with net asset values (NAVs) falling 

below $1 per share. The chaotic scene that ensued surprised investors, and regulators have responded by 

updating laws to prevent a repeat of that dificult time. 

On July 23, 2014, the Securities and Exchange Commission adopted amendments to the rules that govern 

money market mutual funds. The amendments address the risks of an investor run on money market funds, 

while seeking to preserve the beneits of these funds. The new rules—the second wave of reforms since 

2008—are effective October 14, 2014, but have a long compliance period (two years or more) to ease the 

transition. New requirements include:

 Institutional prime money market funds will have a loating NAV. Portfolios must value securities accord−

ing to their current market value and redeem shares based on the loating NAV.

 Non-government money market fund boards will now be able to impose liquidity fees and redemption 

gates to address investor runs. 

 The 2014 changes further tighten disclosure requirements (e.g., the requirement to disclose a fund’s level 

of daily and weekly liquid assets, net lows, and market-based NAV on a website)  and deine enhanced 

diversiication requirements and stress testing.1 

 

The ruling impacts many institutional investors, including sponsors of deined beneit and deined contribu−

tion plans. We assembled a group of Callan experts to highlight key provisions and their potential impacts 

on investors. Jim Callahan, CFA, manager of Callan’s Fund Sponsor Consulting group, sat down with his 

colleagues to discuss the latest money market reforms. Roundtable participants included Bo Abesamis, 

Steve Center, CFA, and Jimmy Veneruso, CFA, CAIA, from Callan’s Trust and Custody, Fund Sponsor, and 

Deined Contribution groups. (Their full biographies can be found at the end of the paper.)

1 Details on the new rules can be found at: http://www.sec.gov/rules/final.shtml

DΕΧΕΜΒΕΡ 2014

ΧΑΛΛΑΝ 
ΙΝςΕΣΤΜΕΝΤΣ 
ΙΝΣΤΙΤΥΤΕ  

Ασκ τηε 
Εξπερτ

Εϖερψβοδψ ηασ το σταρτ σοmεωηερε, ινχλυδινγ ινϖεστmεντ mαναγερσ. Εϖεν τηε λαργεστ 

irms with broad name recognition and substantial assets were once emerging irms. 
Εmεργινγ mαναγερσ γενεραλλψ ινχλυδε σmαλλερ ανδ νεωερ ινϖεστmεντ mαναγερσ, ποτεν−

τιαλλψ ωιτη ατψπιχαλ οωνερσηιπ στρυχτυρεσ. Wηιλε σmαλλερ ασσετ ποολσ χαν ωορκ αγαινστ 

τηεm ιν σοmε χασεσ, ιτ χαν αλσο ωορκ ιν τηειρ φαϖορ, εναβλινγ τηεm το αχχεσσ οππορτυνι−

τιεσ τηατ λαργερ, mορε εσταβλισηεδ ινϖεστmεντ mαναγερσ χαννοτ.

Μανψ Υ.Σ. ινστιτυτιοναλ ινϖεστορσ ηαϖε λονγ τραχκ ρεχορδσ οφ δεδιχατεδ ινϖεστmεντσ ωιτη 

εmεργινγ mαναγερσ ωηιλε οτηερσ αρε ϕυστ σταρτινγ το εξαmινε τηε σπαχε. Εmεργινγ 

mαναγερ προγραmσ αρε βεχοmινγ mορε χοmmονπλαχε, παρτιχυλαρλψ ατ πυβλιχ πενσιον 

φυνδσ, ασ ινϖεστορσ ρεχογνιζε τηε ποτεντιαλ πορτφολιο γαινσ τηατ χαν βε αχηιεϖεδ τηρουγη 

ινϖεστινγ ωιτη τηε διϖερσε ανδ εντρεπρενευριαλ ινϖεστmεντ mαναγερσ τηατ mακε υπ τηε 

εmεργινγ mαναγερ σπαχε.

Callan has long recognized the value that diversity of professionals and irm size can 
βρινγ το ινϖεστmεντ ουτχοmεσ. Ουρ φουνδερ Εδ Χαλλαν ωασ ινστρυmενταλ ιν λαυνχηινγ 

Προγρεσσ Ινϖεστmεντ Μαναγεmεντ mορε τηαν τωο δεχαδεσ αγο. Ιν 2010, ωε λαυνχηεδ 

Χαλλαν Χοννεχτσ το εξπανδ ουρ υνιϖερσε οφ εmεργινγ mαναγερ ανδ mινοριτψ, ωοmεν, 

and disabled owned irms. In this interview, Uvan Tseng talks with Lauren Mathias, 
ωηο οϖερσεεσ Χαλλαν Χοννεχτσ, αβουτ τρενδσ ανδ ισσυεσ ιν τηε εmεργινγ mαναγερ 

αρενα.

Α Χονϖερσατιον ωιτη 

Λαυρεν Ματηιασ, ΧΦΑ, 

ςιχε Πρεσιδεντ

Ιντερϖιεωεδ βψ  

Υϖαν Τσενγ, ΧΦΑ,  

ςιχε Πρεσιδεντ 

Εmεργινγ Μαναγερσ

Σmαλλ Φιρmσ ωιτη Βιγ Ιδεασ 

Knowledge. Experience. Integrity.

Environmental, social, and governance (ESG) practices have become a subject of increasing focus within 

the institutional investment realm, and the real estate asset class is no exception. Real estate is among the 

most demanding asset classes on the environment, given the materials, energy, and resources required to 

build and operate investment properties. Consequently, industry participants are seeking to raise aware-

ness regarding the impact of real estate on the environment and methods of developing more sustainable 

management practices. 

The focus on sustainability within the real estate industry is not altogether altruistic. Incorporating sus-

tainable practices can directly benefi t asset-level performance through cost savings. Additionally, many 

investment managers believe that sustainable properties appeal to a broader and more attractive tenant 

and buyer pool. Investment managers have intensifi ed efforts to incorporate sustainable practices into 

their management practices, investment strategies, and organizational culture. 

CALLAN 
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Research

October 2014

Real Estate Grows Greener

Environmental Sustainability within Institutional Real Estate Investment

 Real estate carries a particularly heavy—and measurable—environmental footprint compared to most 

other asset classes. Many investment managers are implementing sustainability practices that mitigate 

the negative impacts of their real estate operations while enhancing returns and preserving value.

 Organizations that help to promote, benchmark, and certify real estate sustainability practices at the 

industry and property levels have gained traction. We identify some of the most prominent third parties 

that are helping real estate managers achieve sustainability improvements.

 A recent Callan survey of the largest real estate investment managers reveals that, while the level 

of awareness and incorporation of ESG practices varied among respondents, the movement toward 

increased emphasis and awareness of ESG issues was unanimous. 

 The focus on environmental sustainability is clearly rising among both real estate investment manag-

ers and investors. Callan anticipates that ESG issues within the institutional real estate industry will 

continue to garner increasing focus and proactivity, resulting in new industry standards and ultimately 

better investment and environmental outcomes. 



Θυαρτερλψ Πυβλιχατιονσ

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

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

Χαπιταλ Μαρκετ Ρεϖιεω: Α θυαρτερλψ mαχροεχονοmιχ ινδιχατορ νεωσλεττερ τηατ προϖιδεσ τηουγητφυλ ινσιγητσ ον τηε 

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

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

θυαρτερλψ περφορmανχε χοmmενταρψ.

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

ανδ οτηερ ισσυεσ ινϖολϖινγ πριϖατε εθυιτψ.

Θυαρτερλψ Dατα: Τηε Μαρκετ Πυλσε ρεφερενχε γυιδε χοϖερσ τηε Υ.Σ. εχονοmψ ανδ ινϖεστmεντ τρενδσ ιν δοmεστιχ ανδ 

international equities and ixed income, and alternatives. Our Inside Callan’s Database report provides performance 
ινφορmατιον γατηερεδ φροm Χαλλαν�σ προπριεταρψ δαταβασε, αλλοωινγ ψου το χοmπαρε ψουρ φυνδσ ωιτη ψουρ πεερσ.

Ρεαλ Ασσετσ Ρεπορτερ: Α ρεχυρρινγ νεωσλεττερ τηατ οφφερσ Χαλλαν�σ δατα ανδ ινσιγητσ ον ρεαλ εστατε ανδ οτηερ ρεαλ ασσετ 

ινϖεστmεντ τοπιχσ.

Συρϖεψσ

ΕΣΓ Ιντερεστ ανδ Ιmπλεmεντατιον Συρϖεψ 

Χαλλαν χονδυχτεδ α βριεφ συρϖεψ το ασσεσσ τηε στατυσ οφ ΕΣΓ, ινχλυδινγ ρεσπονσιβλε 

ανδ συσταιναβλε ινϖεστmεντ στρατεγιεσ ανδ ΣΡΙ, ιν τηε Υ.Σ. ινστιτυτιοναλ mαρκετ. Wε χολ−

lected responses from 211 U.S. funds representing approximately $1.4 trillion in assets. 

2014 Ινϖεστmεντ Μαναγεmεντ Φεε Συρϖεψ

Τηισ συρϖεψ χαπτυρεσ ινστιτυτιοναλ ινϖεστmεντ mαναγεmεντ φεε παψmεντ πραχτιχεσ ανδ τρενδσ.

We supplemented survey data (from 72 fund sponsors, $859 billion in assets and 211 invest−
ment managers, $15 trillion in AUM) with information from Callan’s proprietary databases to 
εσταβλιση τηε τρενδσ οβσερϖεδ ιν τηισ ρεπορτ. Χαλλαν χονδυχτεδ σιmιλαρ συρϖεψσ ιν 2004, 2006, 

2009, and 2011.

2014 DΧ Τρενδσ Συρϖεψ

This annual survey presents indings such as: Plan sponsors made changes to target date 
φυνδσ ιν 2013 ανδ ωιλλ χοντινυε το δο σο ιν 2014; Πασσιϖε ινϖεστmεντ οφφερινγσ αρε ινχρεασινγλψ 

χοmmον ιν τηε χορε ινϖεστmεντ λινευπ; Πλαν φεεσ χοντινυε το βε συβϕεχτ το χονσιδεραβλε δοων−

ωαρδ πρεσσυρε; Ρετιρεmεντ ινχοmε σολυτιονσ mαδε λιττλε ηεαδωαψ ιν 2013; ανδ mυχη mορε.

2013 Χοστ οφ Dοινγ Βυσινεσσ Συρϖεψ

Callan compares the costs of administering funds and trusts across all types of tax-exempt 
and tax-qualiied organizations in the U.S., and we identify ways to help institutional investors 
manage expenses. We ielded this survey in April and May of 2013. The results incorporate 
responses from 49 fund sponsors representing $219 billion in assets.

Χαλλαν Ινϖεστmεντσ Ινστιτυτε

2014 Deined Contribution Trends

ΧΑΛΛΑΝ 
ΙΝςΕΣΤΜΕΝΤΣ 
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Survey

2013 Χοστ οφ Dοινγ Βυσινεσσ Συρϖεψ

Υ.Σ. Φυνδσ ανδ Τρυστσ
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Συρϖεψ

2014 Ινϖεστmεντ Μαναγεmεντ  

Φεε Συρϖεψ

Υ.Σ. Ινστιτυτιοναλ Φυνδ Σπονσορσ ανδ Ινϖεστmεντ Μαναγερσ

ΧΑΛΛΑΝ 
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Συρϖεψ

Κνοωλεδγε. Εξπεριενχε. Ιντεγριτψ.

ΧΑΛΛΑΝ 
ΙΝςΕΣΤΜΕΝΤΣ 
ΙΝΣΤΙΤΥΤΕ

Ρεσεαρχη

Οχτοβερ 2014

ΕΣΓ Ιντερεστ ανδ Ιmπλεmεντατιον Συρϖεψ

 Ενϖιρονmενταλ, σοχιαλ, ανδ γοϖερνανχε (ΕΣΓ) στρατεγιεσ αρε θυιχκλψ εϖολϖινγ ιν τηε ινστιτυτιοναλ ιν−

ϖεστmεντ αρενα. Α γρεατερ εmπηασισ ον ΕΣΓ φροm λαργε Υ.Σ. ινστιτυτιοναλ ινϖεστορσ, χονσιστεντ mεδια 

χοϖεραγε, ανδ γρεατερ αϖαιλαβιλιτψ ανδ σχοπε οφ ΕΣΓ−τηεmεδ ινϖεστmεντ στρατεγιεσ ηασ ρεσυλτεδ ιν 

αν υπτιχκ ιν ΕΣΓ ιmπλεmεντατιον ρατεσ αmονγ Υ.Σ.−βασεδ ινϖεστορσ.

 Ιν Σεπτεmβερ 2014, Χαλλαν χονδυχτεδ α βριεφ συρϖεψ το ασσεσσ τηε στατυσ οφ ΕΣΓ�ινχλυδινγ ρε−

σπονσιβλε ανδ συσταιναβλε ινϖεστmεντ στρατεγιεσ ανδ σοχιαλλψ ρεσπονσιβλε ινϖεστινγ�ιν τηε Υ.Σ. 

institutional market. The results relect responses from 211 U.S. funds representing approximately 

∃1.4 τριλλιον ιν ασσετσ.

 Μορε τηαν ονε−θυαρτερ οφ ρεσπονδεντσ (26%) ηαϖε ινχορπορατεδ ΕΣΓ φαχτορσ ιντο δεχισιον mακινγ, 

υπ φροm 22% ιν 2013. Αν αδδιτιοναλ 11% αρε χυρρεντλψ χονσιδερινγ ινχορπορατινγ ΕΣΓ. Ενδοωmεντσ 

ανδ φουνδατιονσ ωερε τηε ηιγηεστ αδοπτερσ ρελατιϖε το οτηερ φυνδ τψπεσ, τηουγη πυβλιχ φυνδσ σαω α 

mατεριαλ υπτιχκ ιν ινχορπορατιον ρελατιϖε το α ψεαρ αγο (15% ιν 2013 το 22% ιν 2014).

 Τηε γρεατεστ βαρριερσ το φυνδσ ινχορπορατινγ ΕΣΓ ιντο ινϖεστmεντ δεχισιον mακινγ ινχλυδε α λαχκ οφ 

χλαριτψ οϖερ τηε ϖαλυε προποσιτιον, α δεαρτη οφ ρεσεαρχη τψινγ ΕΣΓ φαχτορσ το ουτπερφορmανχε, ανδ α 

perceived disconnect between ESG factors and inancial outcomes.



Χαλλαν Ινϖεστmεντσ Ινστιτυτε

Εϖεντσ

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

“Event Summaries” and downloading the actual presentation slides from our website. Our most recent programs:

Οχτοβερ 2014 Ρεγιοναλ Wορκσηοπ, Τηε Εδυχατιον οφ Βετα: An exploration of smart beta 
strategies, or alternatives to traditional cap-weighted indices. Our speakers were Angel 
Ηαδδαδ; Γενε Ποδκαmινερ, ΧΦΑ; ανδ Μαρκ Σταηλ, ΧΦΑ.

ϑυνε 2014 Ρεγιοναλ Wορκσηοπ, Πολιχψ Ιmπλεmεντατιον Dεχισιονσ: Α δισχυσσιον οφ πορτφο−

λιο βιασεσ ανδ τηε χηαλλενγεσ τηερειν. Wε λοοκεδ ατ τηε χοmmον βιασεσ, ηοω τηεψ�ϖε ωορκεδ 

(or not) for the portfolio, and evaluating time horizons. Our speakers were Jay Kloepfer,  
Ανδψ Ισερι, ανδ Μικε Σωιννεψ. 

Υπχοmινγ Εδυχατιοναλ Προγραmσ

Τηε 35τη Νατιοναλ Χονφερενχε

January 26 –28, 2015 in San Francisco

Σπεακερσ ινχλυδε: Ερσκινε Βοωλεσ, Αλαν Σιmπσον, Μαδδψ Dψχητωαλδ, Γαρψ Λοχκε, Dανιελ Πινκ, Πηιλιππε Χουστεαυ, 

and the 2015 Capital Markets Panel. Workshops on active share, retirement in America, endowments and founda−

τιονσ, ανδ DΧ πλαν φεεσ.

ϑυνε ανδ Οχτοβερ 2015 Ρεγιοναλ Wορκσηοπσ

Dατεσ ανδ λοχατιονσ ΤΒΑ

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

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

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

ΧΑΛΛΑΝ 
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ΙΝΣΤΙΤΥΤΕ

Τηε Εδυχατιον οφ Βετα
 

2014 Ρεγιοναλ Wορκσηοπ 

Οχτοβερ 21, Χηιχαγο

Οχτοβερ 22, Νεω Ψορκ 

Εϖεντ  
Συmmαρψ

ΧΑΛΛΑΝ 
ΙΝςΕΣΤΜΕΝΤΣ 
ΙΝΣΤΙΤΥΤΕ

Πολιχψ Ιmπλεmεντατιον Dεχισιονσ
 

2014 Ρεγιοναλ Wορκσηοπ 

ϑυνε 24, Ατλαντα 

ϑυνε 25, Σαν Φρανχισχο 

Εϖεντ  
Συmmαρψ



Τηε Χεντερ φορ Ινϖεστmεντ Τραινινγ Εδυχατιοναλ Σεσσιονσ

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

mεντ προχεσσ. Τηε �Χαλλαν Χολλεγε� χουρσεσ χοϖερ τοπιχσ τηατ αρε κεψ το υνδερστανδινγ ψουρ ρεσπονσιβιλιτιεσ, τηε ρολεσ 

οφ εϖερψονε ινϖολϖεδ ιν τηισ προχεσσ, ηοω τηε προχεσσ ωορκσ, ανδ ηοω το ινχορπορατε τηεσε στρατεγιεσ ανδ χονχεπτσ 

into an investment program. Listed below are the 2015 dates.

Αν Ιντροδυχτιον το Ινϖεστmεντσ

Απριλ 14−15, 2015 ιν Ατλαντα

ϑυλψ 21−22, 2015 ιν Σαν Φρανχισχο

Οχτοβερ 27−28, 2015 ιν Χηιχαγο

This one-and-one-half-day session is designed for individuals who have less than two years’ experience with institu−

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

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

Παρτιχιπαντσ ιν τηε ιντροδυχτορψ σεσσιον ωιλλ γαιν α βασιχ υνδερστανδινγ οφ τηε διφφερεντ τψπεσ οφ ινστιτυτιοναλ φυνδσ, 

ινχλυδινγ α δεσχριπτιον οφ τηειρ οβϕεχτιϖεσ ανδ ινϖεστmεντ σεσσιον στρυχτυρεσ. Τηε σεσσιον ινχλυδεσ:

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

ρεσπονσιβιλιτιεσ

• A brief outline of the types and characteristics of different plans (e.g.,deined beneit, deined contribution, 
ενδοωmεντσ, φουνδατιονσ, οπερατινγ φυνδσ)

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

iduciaries implement their investment sessions

Tuition for the Introductory “Callan College” session is $2,350 per person. Tuition includes instruction, all materials, 
breakfast and lunch on each day, and dinner on the irst evening with the instructors.

Χυστοmιζεδ Σεσσιονσ

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

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

sor or you provide services to institutional tax-exempt plans. Past customized “Callan College” sessions have covered 
topics such as: custody, industry trends, sales and marketing, client service, international, ixed income, and managing 
τηε ΡΦΠ προχεσσ. Ινστρυχτιον χαν βε ταιλορεδ το βε βασιχ ορ αδϖανχεδ.

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

�ΧΑΛΛΑΝ 
COLLEGE”

Εδυχατιον

ΦΟΥΡΤΗ ΘΤΡ 2014



 

List of Managers That Do Business with Callan Associates Inc. 

Confidential – For Callan Client Use Only 

Callan Associates takes its fiduciary and disclosure responsibilities to clients very seriously. The list below is compiled and updated quarterly because 
we believe our fund sponsor clients should have a clear understanding of the investment management organizations that do business with our firm. As 
of 12/31/14, Callan provided educational, consulting, software, database, or reporting services to this list of managers through one or more of the 
following business units: Institutional Consulting Group, Independent Adviser Group, Fund Sponsor Consulting, the Callan Investments Institute and the 
“Callan College.” Per strict policy these manager relationships do not affect the outcome or process by which any of Callan’s services are conducted. 

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

Clients should also be aware that Callan maintains an asset management division, the Trust Advisory Group (TAG). TAG specializes in the design, 
implementation and on-going management of multi-manager portfolios for institutional investors. Currently TAG serves as the sponsor and advisor to a 
multi-manager small cap equity fund and as the non-discretionary adviser to a series of Target Maturity Funds known as the Callan GlidePath® Funds. 
We are happy to provide clients with more specific information regarding TAG, including detail on the portfolios that it oversees. Per company policy 
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Quarterly List as of  

December 31, 2014

Knowledge. Experience. Integrity. 

Manager Name Educational Services Consulting Services 
1607 Capital Partners, LLC  Y 
Aberdeen Asset Management Y Y 
Acadian Asset Management, Inc. Y  
Advisory Research Y  
Affiliated Managers Group  Y 
AllianceBernstein Y  
Allianz Global Investors U.S. LLC Y Y 
Allianz Life Insurance Company of North America  Y 
Altrinsic Global Advisors, LLC  Y 
American Century Investment Management Y  
Apollo Global Management Y  
AQR Capital Management Y  
Ares Management Y  
Ariel Investments Y  
Aristotle Capital Management Y  
Aronson + Johnson + Ortiz Y  
Artisan Holdings  Y 
Atlanta Capital Management Co., L.L.C. Y Y 
Asset Strategy Consultants Y  
AXA Rosenberg Investment Management Y  
Babson Capital Management LLC Y  
Baillie Gifford International LLC  Y Y 
Baird Advisors Y Y 
Bank of America  Y 
Baring Asset Management Y  
Barrow, Hanley, Mewhinney & Strauss, Inc. Y Y 
BlackRock Y  
BMO Asset Management Y  
BNP Paribas Investment Partners Y  
BNY Mellon Asset Management Y Y 
Boston Company Asset Management, LLC (The) Y Y 
Boston Partners ( aka Robeco Investment Management) Y Y 
Brandes Investment Partners, L.P. Y Y 
Brandywine Global Investment Management, LLC Y  
Brown Brothers Harriman & Company Y  
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Cadence Capital Management Y  

Capital Group Y  

CastleArk Management, LLC  Y 

Causeway Capital Management Y  

Central Plains Advisors, Inc.  Y 

Chandler Asset Management Y  

Chartwell Investment Partners Y  

ClearBridge Investments, LLC (fka ClearBridge Advisors) Y  

Cohen & Steers Y Y 

Columbia Management Investment Advisors, LLC Y Y 

Columbus Circle Investors Y Y 

Corbin Capital Partners Y  

Cornerstone Capital Management Holdings (fka Madison Square) Y  

Cornerstone Investment Partners, LLC Y  

Cramer Rosenthal McGlynn, LLC Y  

Crawford Investment Council  Y 

Credit Suisse Asset Management Y  

Crestline Investors Y Y 

Cutwater Asset Management Y  

DB Advisors Y Y 

Delaware Investments Y Y 

DePrince, Race & Zollo, Inc. Y Y 

Deutsche Asset  & Wealth Management Y Y 

Diamond Hill Investments Y  

DSM Capital Partners  Y 

Duff & Phelps Investment Mgmt. Y Y 

Eagle Asset Management, Inc.  Y 

EARNEST Partners, LLC Y  

Eaton Vance Management Y Y 

Epoch Investment Partners Y  

Fayez Sarofim & Company  Y 

Federated Investors  Y 

First Eagle Investment Management Y  

First State Investments Y  

Fisher Investments Y  

Franklin Templeton   Y Y 

Fred Alger Management Co., Inc. Y  

Fuller & Thaler Asset Management Y  

GAM (USA) Inc. Y  

GE Asset Management Y Y 

Geneva Capital Management Y  

Goldman Sachs Asset Management Y Y 

Grand-Jean Capital Management Y Y 

GMO (fka Grantham, Mayo, Van Otterloo & Co., LLC) Y  

Great Lakes Advisors, Inc.  Y 

The Guardian Life Insurance Company of America  Y 
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Guggenheim Investments Asset Management (fka Security Global) Y  

GW&K Investment Management Y  

Hancock National Resources Group Y  

Harris Associates Y  

Harbor Capital  Y 

Hartford Investment Management Co. Y Y 

Heightman Capital Management Corporation  Y 

Henderson Global Investors Y Y 

Hotchkis & Wiley Y  

Impax Asset Management Limited Y  

Income Research & Management Y  

Industry Funds Management Y  

Insight Investment Management  Y 

Institutional Capital LLC Y  

INTECH Investment Management Y  

Invesco Y Y 

Investment Management of Virginia Y  

Investec Asset Management Y  

Jacobs Levy Equity Management  Y 

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

Jensen Investment Management  Y 

J.M. Hartwell Y  

J.P. Morgan Asset Management Y Y 

KeyCorp  Y 

Lazard Asset Management Y Y 

Lee Munder Capital Group Y  

Lincoln National Corporation  Y 

Logan Circle Partners, L.P. Y  

Longview Partners Y  

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

Lord Abbett & Company Y Y 

Los Angeles Capital Management Y  

LSV Asset Management Y  

Lyrical Partners Y  

MacKay Shields LLC Y Y 

Man Investments Y  

Manulife Asset Management Y  

Martin Currie Y  

Marvin & Palmer Associates, Inc. Y  

Mellon Capital Management Y  

MFS Investment Management Y Y 

MidFirst Bank  Y 

Mondrian Investment Partners Limited Y Y 

Montag & Caldwell, Inc. Y Y 

Morgan Stanley Alternative Investment Partners Y  

Morgan Stanley Investment Management Y Y 
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Mountain Lake Investment Management LLC  Y 

MUFG Union Bank, N.A.  Y 

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

Newton Capital Management Y  

Northern Lights Capital Group  Y 

Northern Trust Global Investment Services Y Y 

Nuveen Investments Institutional Services Group LLC Y  

Old Mutual Asset Management Y Y 

OppenheimerFunds, Inc. Y  

O’Shaughnessy Asset Management, LLC Y  

Pacific Investment Management Company Y  

Palisade Capital Management LLC Y  

Parametric Portfolio Associates Y  

Peregrine Capital Management, Inc. Y Y 

Philadelphia International Advisors, LP Y  

PineBridge Investments (formerly AIG) Y  

Pinnacle Asset Management Y  

Pioneer Investment Management, Inc. Y  

PNC Capital Advisors (fka Allegiant Asset Mgmt) Y Y 

Polen Capital Management Y  

Post Advisory Y  

Principal Financial Group  Y 

Principal Global Investors Y Y 

Private Advisors Y  

Prudential Fixed Income Management Y  

Prudential Investment Management, Inc. Y Y 

Putnam Investments, LLC Y Y 

Pyramis Global Advisors Y  

Rainier Investment Management Y  

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

Research Affiliates  Y 

Regions Financial Corporation  Y 

RCM  Y 

Robeco Investment Management (aka Boston Partners) Y Y 

Rothschild Asset Management, Inc. Y Y 

RS Investments Y  

Russell Investment Management Y  

Santander Global Facilities  Y 

Schroder Investment Management North America Inc. Y Y 

Scout Investments Y  

SEI Investments  Y 

SEIX Investment Advisors, Inc. Y  

Select Equity Group Y  

Silvercrest Asset Management Company Y  

Smith Graham and Company  Y 
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Smith Group Asset Management  Y 

Standard Life Investments Y  

Standish (fka, Standish Mellon Asset Management) Y  

State Street Global Advisors Y  

Stone Harbor Investment Partners, L.P. Y Y 

Systematic Financial Management Y  

T. Rowe Price Associates, Inc. Y Y 

Taplin, Canida & Habacht Y  

TCW Asset Management Company Y  

UBS Y Y 

Van Eck Y  

Victory Capital Management Inc. Y  

Voya Investment Management (fka ING Investment Management) Y Y 

Vulcan Value Partners, LLC  Y 

Waddell & Reed Asset Management Group Y Y 

Wall Street Associates Y  

WCM Investment Management Y  

WEDGE Capital Management  Y 

Wellington Management Company, LLP Y  

Wells Capital Management Y  

Western Asset Management Company Y  

William Blair & Co., Inc. Y Y 
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Market Overview
Active Management vs Index Returns

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

Range of Separate Account Manager Returns by Asset Class
One Quarter Ended December 31, 2014
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(99)

10th Percentile 9.46 (0.77) 2.15 (1.11) 4.34 0.13
25th Percentile 7.24 (1.92) 1.67 (2.23) 3.59 0.08

Median 5.34 (2.88) 0.96 (2.52) 2.87 0.05
75th Percentile 4.09 (4.34) 0.15 (3.08) 2.18 0.03
90th Percentile 2.20 (5.47) (0.76) (3.48) 1.15 0.02

Index 4.93 (3.57) 1.79 (2.91) 3.04 0.00

Range of Separate Account Manager Returns by Asset Class
One Year Ended December 31, 2014
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90th Percentile 1.80 (7.73) 1.12 (4.73) 6.79 0.08

Index 13.69 (4.90) 5.97 (2.68) 11.82 0.03
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Μοmεντυm Βυιλδσ  

ΠΡΙςΑΤΕ ΕΘΥΙΤΨ

ςελοχιτψ ιν τηε πριϖατε 

εθυιτψ mαρκετ χοντινυεδ 

ιν 2014, δριϖεν βψ στρονγ 

λιθυιδιτψ ανδ αν αχτιϖε φυνδραισινγ 

ενϖιρονmεντ. Τηε ονλψ mεασυρε 

τηατ διππεδ φορ τηε ψεαρ ωασ τηε 

αννουνχεδ δολλαρ ϖολυmε οφ βυψ−

ουτσ, ωηιχη ισ α ϖολατιλε, τρανσαχ−

tion-dependent igure.

 

Wαρψ Εψεσ ον 2015 

ΝΟΝ−Υ.Σ. ΕΘΥΙΤΨ

Μαρκετ ωοεσ ανδ τυm−

βλινγ οιλ πριχεσ ωειγηεδ 

ον ιντερνατιοναλ mαρ−

κετσ, σενδινγ τηε ΜΣΧΙ ΑΧWΙ 

εξ ΥΣΑ Ινδεξ δοων 3.81%. Α 

τουγη Dεχεmβερ ηιτ τηε χοmmοδ−

ιτιεσ−δεπενδεντ ΜΣΧΙ Εmεργινγ 

Μαρκετσ Ινδεξ (−4.44%) ωορσε τηαν 

ιτσ δεϖελοπεδ χουντερπαρτ (ΜΣΧΙ 

Wορλδ εξ ΥΣΑ Ινδεξ: −3.69%).

 

Σηακε Ιτ Οφφ 

ΗΕDΓΕ ΦΥΝDΣ

Ροβυστ συππλψ ανδ φραγ−

ιλε δεmανδ στρεσσεδ 

τηε χαπιταλ mαρκετσ. 

Τηε Χρεδιτ Συισσε Ηεδγε Φυνδ 

Ινδεξ (ΧΣ ΗΦΙ) ροσε 0.70%, ωηιλε 

τηε mεδιαν mαναγερ ιν τηε Χαλλαν 

Ηεδγε Φυνδ−οφ−Φυνδσ Dαταβασε 

αδϖανχεδ 0.70%, νετ οφ αλλ φεεσ.

Τουγη Τηιρδ Θυαρτερ 

φορ DΧ

DΕΦΙΝΕD ΧΟΝΤΡΙΒΥΤΙΟΝ

Ιν τηε τηιρδ θυαρτερ οφ 

2014, τηε Χαλλαν DΧ 

Index™ saw its irst 
λοσσ σινχε mιδ−2012, δεχλινινγ 

1.08% ασ τηε εθυιτψ mαρκετσ�παρ−

τιχυλαρλψ σmαλλ χαπ ανδ νον−Υ.Σ. 

εθυιτιεσ�στρυγγλεδ.

 

Ονωαρδ ανδ Υπωαρδ 

ΡΕΑΛ ΕΣΤΑΤΕ

Τηε ΝΧΡΕΙΦ Προπερτψ 

Ινδεξ αδϖανχεδ 3.04% 

φορ τηε θυαρτερ ανδ 

11.82% φορ τηε ψεαρ. Τηε Ινδεξ 

τραχκεδ 282 τρανσαχτιονσ ρεπρεσεντ−

ινγ ∃8.0 βιλλιον δυρινγ τηε θυαρτερ, 

ωελλ αηεαδ οφ τηε ∃4.9 βιλλιον 10−ψεαρ 

θυαρτερλψ τρανσαχτιον αϖεραγε.

Τηε Υνιτεδ Στατεσ  

οφ Αλπηα

ΦΥΝD ΣΠΟΝΣΟΡ

Αχχορδινγ το τηε 

Χαλλαν Φυνδ Σπονσορ 

Dαταβασε, mεδιαν θυαρ−

τερλψ περφορmανχε φορ αλλ φυνδ τψπεσ 

ωασ σλιγητλψ ποσιτιϖε. Ενδοωmεντσ/

φουνδατιονσ ανδ πυβλιχ φυνδσ ωερε 

υπ 1.82% ανδ 1.86%, ρεσπεχτιϖελψ, 

ωηιλε χορπορατεσ ανδ Ταφτ−Ηαρτλεψ 

φυνδσ βοτη γαινεδ 2.01%.

Κνοωλεδγε. Εξπεριενχε. Ιντεγριτψ.

Βροαδ Μαρκετ Θυαρτερλψ Ρετυρνσ 

Φουρτη Θυαρτερ 2014

Cash (90-Day T-Bills)

U.S. Equity (Russell 3000)

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

Emerging Equity (MSCI Em. Mkts.)

U.S. Fixed (Barclays Aggregate)

Non-U.S. Fixed (Citi Non-U.S.)

Real Estate (NCREIF Property)

Hedge Funds (CS HFI)

Commodities (Bloomberg)

Sources: Barclays, Citigroup, Credit Suisse Hedge Index, Merrill Lynch, MSCI, NCREIF, 

Russell Investment Group, S&P Dow Jones

+1.79%

-2.91%

+3.04%

+0.70%

0.00%

-12.10%

+5.24%

-3.81%

-4.44%

 

Αmεριχαν Dρεαm

Υ.Σ. ΕΘΥΙΤΨ

Υ.Σ. εθυιτιεσ ενδεδ τηε 

ψεαρ ον α στρονγ νοτε. 

Τηε Σ&Π 500 Ινδεξ 

ποστεδ ποσιτιϖε θυαρτερλψ (+4.93%) 

ανδ αννυαλ ρετυρνσ (+13.69%). 

Tailwinds included low inlation, 
λοω ιντερεστ ρατεσ, ανδ λοω ενεργψ 

πριχεσ.

Dοωνσηιφτινγ ορ  

Dισαπποιντινγ? 

Υ.Σ. ΕΧΟΝΟΜΨ

ΓDΠ γαινεδ αν υνεξ−

πεχτεδλψ mοδερατε 2.6% 

ιν τηε φουρτη θυαρτερ, 

περηαπσ αν ινεϖιταβλε δοωνσηιφτ το 

α mορε συσταιναβλε ρατε οφ γροωτη. 

Οιλ πριχεσ πλυνγεδ, ανδ τηε ωινδφαλλ 

το χονσυmερσ βεγαν σηοωινγ υπ ιν 

φουρτη−θυαρτερ σπενδινγ.

6
Π Α Γ Ε

2
Π Α Γ Ε

19
Π Α Γ Ε

 

Ενδινγ ον α Ηιγη Νοτε

Υ.Σ. ΦΙΞΕD ΙΝΧΟΜΕ

Τηε Υ.Σ. βονδ mαρ−

κετσ ινχηεδ φορωαρδ ασ 

Τρεασυριεσ, ινϖεστmεντ−

γραδε χορπορατεσ, ανδ σεχυριτιζεδ 

βονδσ αλλ ποστεδ ποσιτιϖε ρετυρνσ. 

Τηε Βαρχλαψσ Αγγρεγατε Ινδεξ 

χλιmβεδ 1.79%, ωηιλε τηε Βαρχλαψσ 

Χορπορατε Ηιγη Ψιελδ Ινδεξ 

δροππεδ 1.00%.

9
Π Α Γ Ε

4
Π Α Γ Ε

 

Delation Demons
ΝΟΝ−Υ.Σ. ΦΙΞΕD ΙΝΧΟΜΕ 

Delationary concerns, 
ωεακενινγ χυρρενχιεσ, 

ανδ φυρτηερ βιφυρχατιον 

αmονγ ωορλδ εχονοmιεσ χοντινυεδ 

το ωειγη ον φορειγν βονδ ρετυρνσ. 

Τηε υνηεδγεδ Χιτι Νον−Υ.Σ. Wορλδ 

Γοϖερνmεντ Βονδ Ινδεξ (WΓΒΙ) 

τυmβλεδ 2.91%.

15
Π Α Γ Ε

12
Π Α Γ Ε

20
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Dοωνσηιφτινγ ορ Dισαπποιντινγ? 

Υ.Σ. ΕΧΟΝΟΜΨ |  ϑαψ Κλοεπφερ

Γροωτη ιν τηε Υ.Σ. εχονοmψ ωεντ ον α βιτ οφ α ωιλδ ριδε τηισ 

past year. GDP surprised everyone by falling in the irst quar−
τερ, χλιmβινγ σηαρπλψ ιν τηε σεχονδ ανδ τηιρδ θυαρτερσ, ανδ τηεν 

inishing the year with an unexpectedly moderate 2.6% gain in 
τηε φουρτη θυαρτερ. Στρονγ υπωαρδ ρεϖισιονσ το ΓDΠ ιν τηε σεχ−

ονδ ανδ τηιρδ θυαρτερσ, το 4.6% ανδ 5%, ρεσπεχτιϖελψ, βυοψεδ 

ηοπεσ τηατ τηερε ωουλδ βε ανοτηερ ρεπορτ  οφ ροβυστ γροωτη 

ιν τηε φουρτη θυαρτερ. Wηιλε δισαπποιντινγ το τηοσε λοοκινγ φορ 

ανοτηερ 5% θυαρτερ, τηε 2.6% γαιν χαν βε ϖιεωεδ ασ αν ινεϖι−

ταβλε δοωνσηιφτ το α mορε συσταιναβλε ρατε οφ γροωτη, γιϖεν τηε 

γλοβαλ ηεαδωινδσ βυφφετινγ τηε Υ.Σ. εχονοmψ.

Οιλ πριχεσ πλυνγεδ δυρινγ τηε σεχονδ ηαλφ οφ 2014, ανδ τηε ωινδ−

φαλλ το χονσυmερσ βεγαν σηοωινγ υπ ιν φουρτη−θυαρτερ σπενδινγ. 

Wιτη τηε αϖεραγε ηουσεηολδ εστιmατεδ το σπενδ οϖερ ∃3,000 

περ ψεαρ ον γασολινε, α δροπ ιν τηε αϖεραγε πριχε οφ γασ φροm 

νορτη οφ ∃3.50 περ γαλλον το ∃2.50 περ γαλλον αδδσ ∃1,000 περ 

ψεαρ βαχκ ιντο χονσυmερσ� ωαλλετσ. Στατεδ ανοτηερ ωαψ, εαχη 

∃10/βαρρελ δροπ ιν τηε πριχε οφ οιλ χρεατεσ αν εστιmατεδ ∃23 

βιλλιον γασολινε διϖιδενδ φορ χονσυmερσ; ιφ γασ πριχεσ ηολδ ατ 

αρουνδ ∃2.50 φορ τηε ψεαρ, τηισ διϖιδενδ ωουλδ αmουντ το αβουτ 

∃125 βιλλιον.

Αφτερ λαγγινγ τηε ροβυστ οϖεραλλ ΓDΠ γροωτη ρατεσ ρεχορδεδ 

ιν τηε σεχονδ ανδ τηιρδ θυαρτερσ, χονσυmπτιον�φυελεδ βψ τηε 

γασ διϖιδενδ�συργεδ 4.3% ιν τηε φουρτη θυαρτερ, ωελλ αηεαδ 

οφ ΓDΠ. Dυραβλε γοοδσ νοτχηεδ ανοτηερ στρονγ θυαρτερ, γαιν−

ινγ 7.4% αφτερ ρισινγ 14.1% ιν τηε σεχονδ θυαρτερ ανδ 9.2% ιν 

τηε τηιρδ. Ηοωεϖερ, τηε ρετυρν οφ γροωτη ιν σερϖιχεσ (+3.7%) 

ρεαλλψ ηελπεδ πυση χονσυmπτιον υπ ανδ αλσο νυδγεδ τοταλ ΓDΠ. 

Χουντερινγ ροβυστ χονσυmπτιον, τηε δοωνσηιφτ ιν ΓDΠ γροωτη 

relected an upturn in imports, which are a subtraction in the 
χαλχυλατιον οφ ΓDΠ. Αδδιτιοναλ χοντριβυτινγ φαχτορσ ινχλυδεδ α 

marked slowdown in nonresidential ixed investment (primarily 
εθυιπmεντ), σοφτενινγ γροωτη ιν εξπορτσ, ανδ α σηαρπ δεχλινε 

(−7.5%) ιν φεδεραλ γοϖερνmεντ σπενδινγ�ιν παρτιχυλαρ, α 12.5% 

δροπ ιν δεφενσε σπενδινγ.

Τηε Υ.Σ. δολλαρ ροσε αγαινστ τηε χυρρενχιεσ οφ mοστ οφ ιτσ τραδ−

ινγ παρτνερσ ασ προσπεχτσ φορ γροωτη φαδεδ ιν τηε δεϖελοπεδ 

mαρκετσ ανδ τηε ευρο ζονε εmβαρκεδ ον ανοτηερ ρουνδ οφ 

θυαντιτατιϖε εασινγ. Τηε ρισινγ δολλαρ ανδ φαλλινγ οιλ πριχεσ ηαϖε 

begun to show up in U.S. trade igures and could become more 
προνουνχεδ ασ 2015 υνφολδσ. Βοτη φαλλινγ οιλ πριχεσ ανδ τηε 

στρονγ δολλαρ λοωερ τηε χοστ οφ ιmπορτσ ιν Υ.Σ. δολλαρσ, ωηιχη 

ηασ αλρεαδψ σπυρρεδ γρεατερ δεmανδ. Wηετηερ τηε δεmανδ 

ωιλλ χοντινυε το πυση τηε οϖεραλλ ϖαλυε οφ ιmπορτσ υπ ισ υνχλεαρ.  
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Υ.Σ. ΕΧΟΝΟΜΨ (Χοντινυεδ)

Τηε στρονγ δολλαρ αλσο ραισεδ τηε χοστ οφ Υ.Σ. γοοδσ οϖερσεασ. 

Τηε πριχε ινχρεασε, χοmβινεδ ωιτη ρενεωεδ ωεακνεσσ ιν τηε 

ευρο ζονε εχονοmψ, σλοωεδ Υ.Σ. εξπορτσ ιν τηε φουρτη θυαρτερ.

Τηε πλυνγε ιν οιλ πριχεσ ισ σηοωινγ υπ ιν ηεαδλινε ΧΠΙ ανδ τηε 

consumption delator used by the Federal Reserve for policy 
γυιδανχε. Τηε ΧΠΙ−Αλλ Υρβαν�τηε mοστ ωιδελψ ωατχηεδ mεα−

sure of consumer price inlation—turned negative on a quarterly 
βασισ ιν βοτη τηε τηιρδ ανδ φουρτη θυαρτερσ οφ 2014. Ιτ σλιππεδ το 

αν αννυαλ ρατε οφ λεσσ τηαν 1% ιν τηε φουρτη θυαρτερ, τηε λοω−

est since 2009. The consumption delator turned negative on 
αν αννυαλ βασισ ιν τηε φουρτη θυαρτερ, ραισινγ θυεστιονσ αβουτ 

whether we are witnessing the onset of delation. Subtracting 
ουτ φοοδ ανδ ενεργψ, ηοωεϖερ, τηε χορε mεασυρεσ οφ βοτη ΧΠΙ 

and the consumption delator remain closer to the Fed’s target 
οφ 2%, αλτηουγη βοτη mεασυρεσ δριφτεδ δοων δυρινγ τηε σεχονδ 

half of 2014. The specter of delation looms much larger in the 
ευρο ζονε, ωηερε τηε οϖεραλλ Ηαρmονιζεδ Ινδεξ οφ Χονσυmερ 

Πριχεσ ασ ρελεασεδ βψ τηε ΕΧΒ ηασ φαλλεν στεαδιλψ φροm 3% ατ 

τηε ενδ οφ 2010 το ϕυστ βελοω ζερο ιν Dεχεmβερ 2014. Ρατεσ φορ 

αλλ χουντριεσ ιν τηε ευρο ζονε αρε βελοω 1%, ωιτη τηε γρεατεστ 

δεχλινε οφ 2.5% mεασυρεδ ιν Γρεεχε. 

Ον τηε ποσιτιϖε σιδε οφ τηε εχονοmιχ λεδγερ, τηε ϕοβ mαρκετ 

ηασ βεχοmε ινχρεασινγλψ ροβυστ, γενερατινγ νεω ϕοβσ ατ α ρατε 

χλοσε το 200,000 περ mοντη φορ mυχη οφ 2014. Τηε υνεmπλοψ−

mεντ ρατε φελλ βελοω 6% ιν τηε φουρτη θυαρτερ, ονχε τηε ταργετ 

ρατε φορ τηε Φεδεραλ Ρεσερϖε�σ πολιχψ ον mονεταρψ εασινγ. ϑοβ 

γροωτη ηασ χλεαρλψ χοντριβυτεδ το τηε δεχλινε ιν υνεmπλοψmεντ, 

βυτ α περσιστεντ ανδ τρουβλινγ δεχλινε ιν λαβορ φορχε παρτιχιπα−

τιον ηασ βεεν παρτ οφ τηε ρεασον ασ ωελλ, ασ δισχουραγεδ ωορκ−

ερσ ηαϖε ωιτηδραων φροm τηε λαβορ φορχε. Dεσπιτε τηε 200,000 

περ mοντη γαινσ, ωαγε ινχρεασε πρεσσυρεσ ηαϖε ψετ το αππεαρ, 

ανδ τηε εmπλοψmεντ χοστ ινδεξ ηασ ρεmαινεδ συβδυεδ ατ αν 

αννυαλ ρατε χλοσε το 2%.

Τηε Λονγ−Τερm ςιεω  

2014

4τη Θτρ

Περιοδσ ενδεδ Dεχεmβερ 31, 2014

Ινδεξ Ψεαρ 5 Ψρσ 10 Ψρσ 25 Ψρσ

Υ.Σ. Εθυιτψ

Ρυσσελλ 3000 5.24 12.56 15.63 7.94 9.78

Σ&Π 500 4.93 13.69 15.45 7.67 9.62

Ρυσσελλ 2000 9.73 4.89 15.55 7.77 9.75

Νον−Υ.Σ. Εθυιτψ

ΜΣΧΙ ΕΑΦΕ −3.57 −4.90 5.33 4.43 4.31

ΜΣΧΙ ΕΜ −4.44 −1.82 2.11 8.78 8.83

Σ&Π Εξ−Υ.Σ. Σmαλλ Χαπ −2.59 −3.42 8.52 6.84 5.48

Φιξεδ Ινχοmε

Βαρχλαψσ Αγγρεγατε 1.79 5.97 4.45 4.71 6.49

3−Μοντη Τ−Βιλλ 0.00 0.03 0.09 1.54 3.24

Βαρχλαψσ Λονγ Γ/Χ 5.60 19.31 9.81 7.36 8.49

Χιτι Νον−Υ.Σ. Γοϖτ −2.91 −2.68 0.85 2.64 6.21

Ρεαλ Εστατε

ΝΧΡΕΙΦ Προπερτψ 3.04 11.82 12.13 8.38 7.61

ΦΤΣΕ ΝΑΡΕΙΤ Εθυιτψ 14.20 30.14 16.88 8.31 11.25

Αλτερνατιϖεσ

ΧΣ Ηεδγε Φυνδ 0.70 4.13 5.88 5.82 −

Χαmβριδγε ΠΕ∗ − 23.46 17.80 13.72 15.50

Βλοοmβεργ Χοmmοδιτψ −12.10 −17.01 −5.53 −1.86 −

Γολδ Σποτ Πριχε −2.27 −1.51 1.55 10.45 4.38

Inlation � ΧΠΙ−Υ −1.35 0.76 1.69 2.12 2.52

*Private equity data is time-weighted return series as of  June 30, 2014.

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

Investment Group, Standard & Poor’s, Thomson/Cambridge.

Ρεχεντ Θυαρτερλψ Ινδιχατορσ

Εχονοmιχ Ινδιχατορσ 4Θ14 3Θ14 2Θ14 1Θ14 4Θ13 3Θ13 2Θ13 1Θ13

Εmπλοψmεντ Χοστ�Τοταλ Χοmπενσατιον Γροωτη 2.2% 2.2% 2.0% 1.8% 2.0% 1.9% 1.9% 1.9%

Νονφαρm Βυσινεσσ�Προδυχτιϖιτψ Γροωτη 0.9%∗ 2.3% 2.9% −4.5% 3.3% 3.6% 0.5% 0.8%

ΓDΠ Γροωτη 2.6% 5.0% 4.6% −2.1% 3.5% 4.5% 1.8% 2.7%

Μανυφαχτυρινγ Χαπαχιτψ Υτιλιζατιον 77.5% 77.1% 76.2% 78.4% 76.4% 76.0% 75.9% 76.0%

Χονσυmερ Σεντιmεντ Ινδεξ (1966=100)  89.8  83.0  82.8  80.9  76.9  81.6 81.7  76.7 

*Estimate

Sources: Bureau of  Economic Analysis, Bureau of  Labor Statistics, Federal Reserve, Reuters/University of  Michigan 
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Τηε Υνιτεδ Στατεσ οφ Αλπηα

ΦΥΝD ΣΠΟΝΣΟΡ |  Ιρινα Συσηχη

Ιν γενεραλ, τηε Υ.Σ. πυβλιχ mαρκετσ ηαδ α σολιδ θυαρτερ. Dεσπιτε 

low inlation, low interest rates, and crashing energy prices, 
τηε εχονοmιχ πιχτυρε ιν τηε Υ.Σ. ιmπροϖεδ ρελατιϖε το τηε ευρο 

zone and emerging markets. U.S. equities signiicantly outper−
φορmεδ νον−Υ.Σ. εθυιτιεσ (Ρυσσελλ 3000 Ινδεξ: +5.24%; ΜΣΧΙ 

ΑΧWΙ εξ ΥΣΑ Ινδεξ: -3.81%). Yield curves lattened for the 
φουρτη χονσεχυτιϖε θυαρτερ, ανδ γλοβαλ δεmανδ ροσε φορ Υ.Σ. 

βονδσ. Τηε Βαρχλαψσ Αγγρεγατε Ινδεξ γαινεδ 1.79% ωηιλε 

τηε Χιτι Νον−Υ.Σ. Wορλδ Γοϖερνmεντ Βονδ Ινδεξ−Υνηεδγεδ 

δροππεδ 2.91%.

Ασ σεεν ιν τηε Χαλλαν Φυνδ Σπονσορ Θυαρτερλψ Ρετυρνσ χηαρτ, 

αλλ φυνδ τψπεσ mαναγεδ το γενερατε ποσιτιϖε, αλβειτ σmαλλ, 

ρετυρνσ. Μεδιαν περφορmανχε ωασ σπλιτ ιντο τωο γρουπσ. 

Ενδοωmεντσ/φουνδατιονσ ανδ πυβλιχ φυνδσ ωερε ϖερψ χλοσε, 

γαινινγ 1.82% ανδ 1.86%, ρεσπεχτιϖελψ. Χορπορατεσ ανδ Ταφτ−

Ηαρτλεψ φυνδσ ωερε αβουτ 20 βασισ ποιντσ ηιγηερ, βοτη αδϖανχ−

ινγ 2.01% φορ τηε θυαρτερ. Περφορmανχε ατ τηε τοπ (10τη περ−

χεντιλε) εξηιβιτεδ α mυχη ωιδερ δισπερσιον, ωιτη χορπορατεσ 

in irst place with 3.85% and endowments/foundations in last 
ωιτη 2.52%. Dισπερσιον ωασ αλσο ωιδε ιν τηε βοττοm δεχιλε, 

τηισ τιmε ωιτη Ταφτ−Ηαρτλεψ φυνδσ (+1.34%) ουτπερφορmινγ τηειρ 

πεερσ ανδ ενδοωmεντσ/φουνδατιονσ ονχε αγαιν βρινγινγ υπ 

τηε ρεαρ (+0.15%).

Τηε διφφερινγ περφορmανχε αmονγ τηε φυνδ τψπεσ χαν βε παρ−

τιαλλψ εξπλαινεδ βψ ασσετ αλλοχατιονσ. Χορπορατε ανδ Ταφτ−Ηαρτλεψ 

φυνδσ� ρελατιϖε ουτπερφορmανχε ωασ παρτιαλλψ δυε το ηιγηερ 

exposures to U.S. equity and U.S. ixed income. While Taft-
Ηαρτλεψ φυνδσ εξπεριενχεδ τηε τιγητεστ διστριβυτιον, χορπορατε 

φυνδσ ηαδ τηε ωιδεστ, ασ σοmε εmπλοψ λιαβιλιτψ−δριϖεν ινϖεστ−

mεντ (ΛDΙ) προγραmσ. 

Τηε φυνδ σπονσορ περφορmανχε ταβλε χοmπαρεσ τηε εφφεχτ οφ 

ασσετ αλλοχατιον δεχισιονσ οϖερ λονγερ τιmε περιοδσ. Ταφτ−Ηαρτλεψ 

Dαταβασε Μεδιαν ανδ Ινδεξ Ρετυρνσ∗ φορ Περιοδσ ενδεδ Dεχεmβερ 31, 2014

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

Πυβλιχ Dαταβασε 1.86 6.09 11.31 9.49 6.52 5.70

Χορπορατε Dαταβασε 2.01 7.08 11.05 9.81 6.67 5.75

Ενδοωmεντσ/Φουνδατιονσ Dαταβασε 1.82 5.28 10.75 8.84 6.31 5.46

Ταφτ−Ηαρτλεψ Dαταβασε 2.01 6.83 11.90 9.94 6.26 5.62

Diversiied Manager Θυαρτερ Ψεαρ 3 Ψεαρσ 5 Ψεαρσ 10 Ψεαρσ 15 Ψεαρσ

Ασσετ Αλλοχατορ Στψλε 2.94 7.96 11.55 9.70 6.99 6.62

Υ.Σ. Βαλανχεδ Dαταβασε 2.07 6.52 12.82 10.09 6.90 6.60

Γλοβαλ Βαλανχεδ Dαταβασε 0.40 4.18 8.59 7.44 6.78 6.65

60% Ρυσσελλ 3000 + 40% Βαρχλαψσ Αγγ 3.86 9.90 13.23 11.42 7.06 5.66

60% ΜΣΧΙ Wορλδ + 40% Βαρχλαψσ Γλβλ Αγγ 0.19 3.19 9.44 7.32 5.32 4.24

*Returns less than one year are not annualized.

Sources: Callan, Barclays, MSCI, Russell Investment Group
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  Database Database Database Database

 10th Percentile 2.86 3.85 2.52 3.45

 25th Percentile 2.32 2.84 1.98 2.77

 Median 1.86 2.01 1.82 2.01

 75th Percentile 1.31 1.56 0.76 1.94

 90th Percentile 0.65 0.83 0.15 1.34

Source: Callan

Χαλλαν Φυνδ Σπονσορ Θυαρτερλψ Ρετυρνσ
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ΦΥΝD ΣΠΟΝΣΟΡ (Χοντινυεδ)

πλανσ ηελδ ον το τηε λεαδ ιν τηε mιδ−τερm (+11.90% ανδ +9.94% 

for trailing three- and ive-year periods, respectively), due to 
στρονγ περφορmανχε ιν ρεχεντ θυαρτερσ γιϖεν ηιγη αλλοχατιονσ 

το Υ.Σ. εθυιτψ. Χορπορατεσ ρεταινεδ τηε τοπ σποτ ιν τηε τραιλινγ 

10− ανδ 15−ψεαρ περιοδσ (+6.67% ανδ +5.75%, ρεσπεχτιϖελψ). 

Ον τηε οτηερ ηανδ, ηιγηερ αλλοχατιονσ το ιντερνατιοναλ εθυιτψ, 

ηεδγε φυνδσ, ανδ οτηερ αλτερνατιϖεσ ηαϖε ηυρτ ενδοωmεντσ 

ανδ φουνδατιονσ; τηεψ χοντινυε το βε τηε ωορστ περφορmερ οϖερ 

εϖερψ περιοδ εξχεπτ τηε τραιλινγ 10 ψεαρσ. 

Οφ Χαλλαν�σ βαλανχεδ mαναγερ γρουπσ, τηε 60% Ρυσσελλ 3000 + 

40% Βαρχλαψσ Αγγρεγατε (+3.86%) ονχε αγαιν γρεατλψ ουτπερ−

φορmεδ τηε 60% ΜΣΧΙ Wορλδ + 40% Βαρχλαψσ Γλοβαλ Αγγρεγατε 

βενχηmαρκ (+0.19%), γιϖινγ Υ.Σ. αλλοχατιονσ α λεαδ οϖερ γλοβαλ 

ιν εϖερψ τιmε περιοδ. Χαλλαν�σ βαλανχεδ mαναγερ γρουπσ αρε 

βεηαϖινγ ιν α σιmιλαρ φασηιον: Υ.Σ. βαλανχεδ mαναγερσ ουτπερ−

φορmεδ τηειρ γλοβαλ χουντερπαρτσ ιν εϖερψ τιmε περιοδ εξχεπτ τηε 

trailing 15 years (however, that gap is only ive basis points).

1.3%
2.9%
3.0%

3.2%

*Latest median quarter return.

Source: Callan
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Source: Russell Investment Group

Αmεριχαν Dρεαm 

Υ.Σ. ΕΘΥΙΤΨ |  Λαυρεν Ματηιασ, ΧΦΑ 

Υ.Σ. εθυιτιεσ ενδεδ τηε ψεαρ ον α στρονγ νοτε. Τηε Σ&Π 

500 Ινδεξ ποστεδ ποσιτιϖε θυαρτερλψ (+4.93%) ανδ αννυαλ 

(+13.69%) ρετυρνσ. Τηε Υ.Σ. εχονοmψ�σ ταιλωινδσ ινχλυδεδ λοω 

inlation, low interest rates, and low energy prices. The unem−

πλοψmεντ ρατε χοντινυεδ το δεχλινε ανδ ωαγε γροωτη τιχκεδ υπ.  

Corporate proits in the U.S. remained solid despite the 
στρενγτηενινγ Υ.Σ. δολλαρ, mυτεδ γλοβαλ εχονοmιχ γροωτη, ανδ 

ωεακ χοmmοδιτψ πριχεσ. Wιτη τηισ βαχκδροπ, α λοπσιδεδ mαρ−

κετ εmεργεδ φορ Υ.Σ. εθυιτιεσ. Ενεργψ σεχτορ ρετυρνσ χολλαπσεδ 

ιν τανδεm ωιτη οιλ πριχεσ; ΡΕΙΤσ ποστεδ τηε βεστ ρεσυλτσ οφ αλλ 

Υ.Σ. ινδιχεσ ον τηε ηεελσ οφ λοω ιντερεστ ρατεσ. Τηισ διχηοτοmψ 

προϖεδ χηαλλενγινγ το τηε mαϕοριτψ οφ αχτιϖε mαναγερσ, ωηοσε 

εξποσυρεσ ωερε ον τηε ωρονγ σιδε οφ τηε σεεσαω. Αδδιτιοναλλψ, 

τηε διφφερενχε βετωεεν τηε ωιννινγ ανδ λοσινγ στοχκσ ωασ ναρ−

ροω, φυρτηερ χηαλλενγινγ στοχκ πιχκερσ. Wιτη ινχρεασεδ χονσυmερ 

conidence and strong U.S. GDP growth (third-quarter GDP was 
ρεϖισεδ υπ το 5%), 2014 ωασ α βαννερ ψεαρ φορ Υ.Σ. εθυιτιεσ. 

Χαν Υ.Σ. mαρκετσ κεεπ υπ τηεσε δρεαmψ ρεσυλτσ, ορ ωιλλ 2015 

βε α ωακευπ χαλλ?

Dεσπιτε σολιδ ρετυρνσ (Ρυσσελλ 1000 Ινδεξ: +4.88%), λαργε χαπ 

στοχκσ τοοκ τηε βαχκ σεατ φορ τηε θυαρτερ. Σmαλλ (Ρυσσελλ 2000 

Ινδεξ: +9.73%) ανδ mιδ χαπ (Ρυσσελλ Μιδχαπ Ινδεξ: +5.94%) 

χαmε βαχκ στρονγ; σmαλλ χαπ γροωτη στοχκσ τρυmπεδ ϖαλυε 

for the ifth time in the last six years. Micro cap beat all other 
χαπ ρανγεσ ιν τηε φουρτη θυαρτερ (Ρυσσελλ Μιχροχαπ Ινδεξ: 

+11.19%) βυτ στιλλ τραιλεδ φορ τηε ψεαρ. Τηε διστινχτιον βετωεεν 

γροωτη ανδ ϖαλυε ωασ ναρροω (Ρυσσελλ 1000 Γροωτη Ινδεξ: 

+4.78%; Ρυσσελλ 1000 ςαλυε Ινδεξ: +4.98%). Λαργε ϖαλυε 

σλιγητλψ εδγεδ ουτ λαργε γροωτη τηανκσ το ηιγηερ εξποσυρε το 

τηε Υτιλιτιεσ σεχτορ ανδ λεσσ το Ενεργψ. Ιν σmαλλ χαπ, γροωτη βεατ 

ϖαλυε ασ τηε ηιγηεστ ρετυρν−ον−εθυιτψ χοmπανιεσ διδ ωελλ ωηιλε 

τηοσε ωιτη λοωερ στοχκ πριχεσ δεχλινεδ.

Σmαλλ ανδ λαργε χαπ σεχτορσ ποστεδ mοστλψ ποσιτιϖε θυαρτερλψ 

ρεσυλτσ. Τηε εξχεπτιον ωασ Ενεργψ, ωηιχη φαχεδ χηαλλενγεσ 

αχροσσ χαπιταλιζατιονσ ασ οιλ ανδ χοmmοδιτψ πριχεσ χοντινυεδ 

to decline. Utilities added signiicant value for the quarter and 
τηε ψεαρ ασ ινϖεστορσ� σεαρχη φορ ινχοmε περσιστεδ. Ηεαλτη Χαρε 

Russell 1000 Russell 2000
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Υ.Σ. ΕΘΥΙΤΨ (Χοντινυεδ)

ωασ αλσο στρονγ ασ α ρεσυλτ οφ βιοτεχηνολογψ ανδ πηαρmαχευτι−

χαλ χοmπανιεσ. Αλτηουγη σmαλλ χαπ στοχκσ ουτπερφορmεδ λαργε 

χαπσ ιν τηε φουρτη θυαρτερ, φορ τηε ψεαρ λαργερ ωασ βεττερ�ανδ 

τηε διφφερενχε βετωεεν τηε τωο ωασ τηε ωιδεστ σινχε 1998.

Τηουγη τηε Υ.Σ. εθυιτψ mαρκετ εξπεριενχεδ στρονγ αβσολυτε 

ρετυρνσ, αχτιϖε mαναγεmεντ ωασ ινχρεδιβλψ χηαλλενγεδ. Λαργε 

χαπ αχτιϖε φυνδσ ηαδ τηειρ ωορστ ψεαρ ϖερσυσ τηε Ρυσσελλ 1000 

Ινδεξ ιν α δεχαδε. Τηε φουρτη θυαρτερ σηοωεδ τηατ ινϖεστορσ πρε−

φερρεδ χοmπανιεσ τηατ φεατυρε λοω βετα, ηιγη ρετυρν ον εθυιτψ, 

ανδ λαργερ mαρκετ χαπιταλιζατιονσ. Φορ τηε ψεαρ, γλοβαλ γροωτη 

χονχερνσ ρεσυλτεδ ιν ελεϖατεδ ϖολατιλιτψ, ωηιχη φεδ ιντο τηε σεαρχη 

φορ σαφετψ ανδ τηε ουτπερφορmανχε οφ ηιγηερ−θυαλιτψ ανδ λοωερ−

ρισκ σεχυριτιεσ. 

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

 10th Percentile 6.33 5.56 11.04 11.07

 25th Percentile 5.67 4.94 9.78 10.17  

 Median 4.92 4.45 8.75 8.64  

 75th Percentile 4.26 3.40 6.84 7.39

 90th Percentile 3.22 2.73 3.47 3.85

   R1000 Growth R1000 Value  R2000 Growth  R2000 Value

 Benchmark  4.78 4.98 10.06 9.40

Sources: Callan, Russell Investment Group

0%

3%

6%

9%

12%

Χαλλαν Στψλε Γρουπ Θυαρτερλψ Ρετυρνσ

02 0395 96 97 98 99 00 01
-30%

-20%

-10%

0%

10%

20%

30%

04 05 06 07 08 09 10 11 12 13 14

Russell 1000 Growth Russell 1000Russell 1000 Value

Source: Russell Investment Group

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

Υ.Σ. Εθυιτψ Ινδεξ Χηαραχτεριστιχσ ασ οφ Dεχεmβερ 31, 2014

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

Χαπ Ρανγε Μιν (∃mm)  2,467 14 204 204 17 14

Χαπ Ρανγε Μαξ (∃βν) 647.36 665.55 665.55 32.72 13.79 7.26

Νυmβερ οφ Ισσυεσ  502  3,053  1,042  845  2,540  2,011 

% οφ Ρυσσελλ 3000 80% 100% 92% 28% 18% 8%

Wτδ Αϖγ Μκτ Χαπ (∃βν) 125.06 102.64 110.99 12.78 4.03 1.88

Πριχε/Βοοκ Ρατιο 2.7 2.7 2.7 2.6 2.3 2.1

Φορωαρδ Π/Ε Ρατιο 16.4 16.9 16.7 18.6 19.0 20.4

Dιϖιδενδ Ψιελδ 2.0% 1.9% 1.9% 1.6% 1.4% 1.3%

5−Ψρ Εαρνινγσ (φορεχαστεδ) 11.1% 11.9% 11.6% 13.2% 13.8% 15.1%

Sources: Russell Investment Group, Standard & Poor’s.
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Στψλε Μεδιαν ανδ Ινδεξ Ρετυρνσ∗ φορ Περιοδσ ενδεδ Dεχεmβερ 31, 2014

Λαργε Χαπ Εθυιτψ Θυαρτερ Ψεαρ 3 Ψεαρσ 5 Ψεαρσ 10 Ψεαρσ 15 Ψεαρσ

Λαργε Χαπ Χορε Στψλε 5.12 13.66 20.89 15.42 8.32 5.41

Λαργε Χαπ Γροωτη Στψλε 4.92 11.83 20.75 15.30 8.62 3.62

Λαργε Χαπ ςαλυε Στψλε 4.45 12.26 20.95 15.23 7.78 7.70

Αγγρεσσιϖε Γροωτη Στψλε 6.14 3.98 18.40 14.25 9.03 3.55

Χοντραριαν Στψλε 4.51 13.09 21.36 15.26 8.19 9.35

Ψιελδ−Οριεντεδ Στψλε 4.05 11.93 18.11 14.76 8.36 8.81

Ρυσσελλ 3000 5.24 12.56 20.51 15.63 7.94 4.82

Ρυσσελλ 1000 4.88 13.24 20.62 15.64 7.96 4.62

Ρυσσελλ 1000 Γροωτη 4.78 13.05 20.26 15.81 8.49 2.21

Ρυσσελλ 1000 ςαλυε 4.98 13.45 20.89 15.42 7.30 6.62

Σ&Π Χοmποσιτε 1500 5.20 13.08 20.32 15.58 7.88 4.81

Σ&Π 500 4.93 13.69 20.41 15.45 7.67 4.24

ΝΨΣΕ 1.85 6.75 19.23 13.16 7.65 6.03

Dοω ϑονεσ Ινδυστριαλσ 5.20 10.04 16.29 14.22 7.91 5.43

Μιδ Χαπ Εθυιτψ Θυαρτερ Ψεαρ 3 Ψεαρσ 5 Ψεαρσ 10 Ψεαρσ 15 Ψεαρσ

Μιδ Χαπ Χορε Στψλε 5.89 12.55 22.57 18.32 10.26 10.53

Μιδ Χαπ Γροωτη Στψλε 5.29 8.89 19.66 16.11 9.97 7.20

Μιδ Χαπ ςαλυε Στψλε 5.24 10.74 20.85 16.53 9.99 11.88

Ρυσσελλ Μιδχαπ 5.94 13.22 21.40 17.19 9.56 8.90

Σ&Π ΜιδΧαπ 400 6.35 9.77 19.99 16.54 9.70 9.65

Σmαλλ Χαπ Εθυιτψ Θυαρτερ Ψεαρ 3 Ψεαρσ 5 Ψεαρσ 10 Ψεαρσ 15 Ψεαρσ

Σmαλλ Χαπ Χορε Στψλε 9.32 7.49 21.10 17.73 9.04 10.72

Σmαλλ Χαπ Γροωτη Στψλε 8.75 3.53 20.30 17.23 9.73 6.32

Σmαλλ Χαπ ςαλυε Στψλε 8.64 5.80 20.17 16.60 9.00 12.80

Ρυσσελλ 2000 9.73 4.89 19.21 15.55 7.77 7.38

Σ&Π ΣmαλλΧαπ 600 9.85 5.76 20.24 17.27 9.02 9.87

ΝΑΣDΑΘ 5.70 14.75 23.69 17.28 9.21 1.85

Σmιδ Χαπ Εθυιτψ Θυαρτερ Ψεαρ 3 Ψεαρσ 5 Ψεαρσ 10 Ψεαρσ 15 Ψεαρσ

Σmιδ Χαπ Βροαδ Στψλε 6.45 7.31 19.30 16.76 9.68 10.34

Σmιδ Χαπ Γροωτη Στψλε 5.95 5.74 18.98 16.90 9.26 8.31

Σmιδ Χαπ ςαλυε Στψλε 6.53 7.46 20.87 16.42 9.96 13.03

Ρυσσελλ 2500 6.77 7.07 19.97 16.36 8.72 8.59

Σ&Π 1000 7.38 8.54 20.08 16.77 9.47 9.71

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

Χονσυmερ Dισχρετιοναρψ 8.85 9.18 25.32 21.52 8.91 5.65

Χονσυmερ Σταπλεσ 8.42 15.91 17.92 16.40 10.98 9.30

Ενεργψ −13.10 −10.01 5.57 8.19 8.90 9.70

Φινανχιαλσ 7.82 14.37 24.22 13.39 1.20 3.97

Ηεαλτη Χαρε 8.56 25.10 28.73 20.12 11.27 8.57

Ινδυστριαλσ 6.97 8.00 21.64 17.57 8.49 7.05

Ινφορmατιον Τεχηνολογψ 5.40 17.84 20.68 14.81 8.98 0.02

Ματεριαλσ −0.79 5.72 15.54 11.85 8.59 7.84

Τελεχοmmυνιχατιονσ −3.90 2.49 11.83 11.40 6.59 −1.50

Υτιλιτιεσ 12.98 26.88 14.20 13.71 9.69 8.37

*Returns less than one year are not annualized.

Sources: Callan, Dow Jones & Company, Russell Investment Group, Standard & Poor’s, The NASDAQ Stock Market

Υ.Σ. ΕΘΥΙΤΨ (Χοντινυεδ)
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Wαρψ Εψεσ ον 2015 

ΝΟΝ−Υ.Σ. ΕΘΥΙΤΨ |  Ματτ Λαι

Ασ τηε Υ.Σ. χοντινυεδ ιτσ υπωαρδ mαρχη, ιντερνατιοναλ mαρκετσ 

φαιλεδ το κεεπ παχε. Περιοδσ οφ οπτιmισm ωερε χλουδεδ βψ σινκ−

ing oil prices and volatile inlation. Investors turned watchful 
εψεσ το χεντραλ βανκσ ασ τηε ψεαρ δρεω το α χλοσε. Dεχεmβερ�σ 

δραγ δεντεδ αν οτηερωισε δεχεντ θυαρτερ. Τηε γρεενβαχκ 

γαινεδ φορmιδαβλε γρουνδ αγαινστ mοστ χυρρενχιεσ. Τηε ΜΣΧΙ 

ΑΧWΙ εξ ΥΣΑ Ινδεξ (−3.81%) νοτχηεδ α ψεαρλψ ταλλψ δοων 

3.44% ιν δολλαρ τερmσ, βυτ υπ 6.52% ιν λοχαλ χυρρενχψ. Θυαρτερλψ 

σεχτορ περφορmανχε φαιλεδ το συρπρισε ασ ιντερνατιοναλ Ενεργψ 

(−19.79%) ανδ Ματεριαλσ (−7.54%) προϖιδεδ χονσιδεραβλε 

ηεαδωινδσ; χρυδε οιλ ενδεδ τηε ψεαρ ατ ∃53/βαρρελ. Χονσυmερ 

conidence boosted Information Technology (+0.68%) and 
Χονσυmερ Dισχρετιοναρψ (+2.39%) ουτ οφ τηε ρεδ�τηε θυαρτερ�σ 

ονλψ ποσιτιϖε σεχτορσ.

Dεϖελοπεδ χουντριεσ ιν τηε ΜΣΧΙ Wορλδ εξ ΥΣΑ Ινδεξ 

(−3.69%) ρεϖερσεδ τηε πρεϖιουσ θυαρτερ�σ σλυmπ αγαινστ τηε 

ΜΣΧΙ Εmεργινγ Μαρκετσ Ινδεξ (−4.44%) βυτ λοστ ιν α ψεαρ−

το−δατε χοmπαρισον: −3.88% το −1.82%, ρεσπεχτιϖελψ. Φορ τηε 

θυαρτερ, τηε ΑΧWΙ εξ ΥΣΑ Γροωτη Ινδεξ (−2.26%) τρυmπεδ 

τηε ΑΧWΙ εξ ΥΣΑ ςαλυε Ινδεξ (−5.38%) ανδ ϕυmπεδ 231 βασισ 

ποιντσ αηεαδ φορ 2014.

Wεακ σιγναλσ φροm Ευροπε ρεκινδλεδ φεαρσ οφ α ποσσιβλε τριπλε−διπ 

ρεχεσσιον. Τηε ΜΣΧΙ Ευροπε Ινδεξ (−4.35%) φελλ 6.18% ιν 2014. 

Υνεmπλοψmεντ ιν τηε Ε.Υ. (10.0% ιν Νοϖεmβερ) χαmε δοων 

from 10.7% the year prior but remained largely lat this quarter. 
More troubling, euro area inlation fell to -0.2% in December, 
δριϖεν βψ δροππινγ ενεργψ πριχεσ. Μαριο Dραγηι ηελδ τηε 

ΕΧΒ�σ ροχκ−βοττοm ρατε οφ 0.5%. Οφ τηε δεϖελοπεδ νατιονσ, οιλ−

δεπενδεντ Νορωαψ (−24.99%) συφφερεδ mοστ. Σεχονδ−ωεακεστ 

Πορτυγαλ (−23.01%) ωασ δραγγεδ δοων βψ χοντινυεδ Φινανχιαλσ 

ωοεσ (−39.25%) ανδ ωασ 2014�σ ωορστ−περφορmινγ δεϖελοπεδ 

χουντρψ (−38.24%). Ιρελανδ (+1.86%) ωασ λιφτεδ βψ νεωσ οφ 3.5% 

ΓDΠ γροωτη ιν τηε τηιρδ θυαρτερ. Λιτηυανια (−5.41%), α φροντιερ 

mαρκετ, αδοπτσ τηε ευρο ιν 2015.

  Global Eq Non-U.S. Eq Emg Mkts Small Cap
  Style Style  Style Style

 10th Percentile 3.26 -0.77 -1.53 -0.53

 25th Percentile 1.91 -1.92 -2.33 -1.01

 Median 1.15 -2.88 -3.92 -2.16

 75th Percentile 0.27 -4.34 -4.90 -3.38

 90th Percentile -1.68 -5.47 -6.03 -5.04

   MSCI MSCI ACWI MSCI  MSCI ACWI
  World  ex USA Emg Mkts ex USA Sm Cap 

 Benchmark  1.01 -3.81 -4.44 -3.98

Sources: Callan, MSCI 
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Τηε MSCI Paciic Index (−2.08%) φαρεδ βεττερ τηαν Ευροπε 

οωινγ το τηε θυαρτερ�σ δεϖελοπεδ λεαδερσ, Ηονγ Κονγ (+3.10%) 

and New Zealand (+2.51%). The former beneited from a resilient 
τελεχοm ινδυστρψ (+8.23%) ανδ α θυιετινγ Υmβρελλα Ρεϖολυτιον. 

Νεω Ζεαλανδ σαω ψεαρ−οϖερ−ψεαρ ΓDΠ γροωτη ρεϖισεδ υπ το 

3.2% ασ οφ Σεπτεmβερ 30, αλονγ ωιτη φαλλινγ υνεmπλοψmεντ 

-40%

-32%

-24%

-16%

-8%

0%

8%

16%

24%

32%

40%

02 0395 96 97 98 99 00 01 04 05 06 07 08 09 10 11 12 13 14

*euro returns from 1Q99

Source: MSCI

German markJapanese yen U.K. sterling euro*

Μαϕορ Χυρρενχιεσ� Χυmυλατιϖε Ρετυρνσ (ϖσ. Υ.Σ. Dολλαρ)
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ΝΟΝ−Υ.Σ. ΕΘΥΙΤΨ (Χοντινυεδ)

ανδ ρεχορδ ιmmιγρατιον. ϑαπαν ωειγηεδ ον τηε Ινδεξ (−2.42%), 

τηουγη ιτ ωασ υπ 6.65% ιν ψεν τερmσ. Πριmε Μινιστερ Σηινζο 

Αβε χαλλεδ φορ σναπ Dεχεmβερ ελεχτιονσ αφτερ αννυαλ ΓDΠ ωασ 

ρεϖισεδ δοων το −1.9% (φροm −1.6%), χοντινυινγ τηε χουντρψ�σ 

ρεχεσσιον. Αβε�σ Λιβεραλ Dεmοχρατιχ Παρτψ ωον εασιλψ, εαρνινγ 

him four more years in ofice. He postponed the 2% April tax 
ηικε βψ 18 mοντησ.

Εmεργινγ εχονοmιεσ φελτ τηε χοmmοδιτιεσ σλυmπ mορε τηαν 

δεϖελοπεδ νατιονσ, ωιτη Ενεργψ φαλλινγ 24.45% ωηιλε Φινανχιαλσ 

(+1.68%) ανδ Ινφορmατιον Τεχηνολογψ (+1.46%) mαναγεδ το 

αδϖανχε. Ποωερηουσε Χηινα (+7.17%; +8.26% ΨΤD) ωασ 

βυοψεδ βψ α στρονγ Φινανχιαλσ σεχτορ (+24.92%), τηουγη ΓDΠ 

γροωτη σλοωεδ το 7.3% ιν τηε φουρτη θυαρτερ ανδ 7.4% φορ 2014�

τηε ωεακεστ ιν 24 ψεαρσ. Φαχτορψ ουτπυτ δεχλινεδ, προmπτινγ τηε 

γοϖερνmεντ το ηαστεν ∃1.1 τριλλιον ιν ινφραστρυχτυρε προϕεχτσ το 

προπ υπ γροωτη. Λαστ−πλαχε Ρυσσια (−32.78%) ωασ ηαmmερεδ 

βψ φαλλινγ οιλ πριχεσ, χοντινυεδ σανχτιονσ φροm τηε Wεστ, ανδ 

δεχλινινγ ρυβλε ρεσερϖεσ; ιτ ενδεδ τηε ψεαρ δοων α ωηοππινγ 

45.86%. Γρεεχε φελλ 28.76% αηεαδ οφ ιτσ ϑανυαρψ ελεχτιονσ ανδ 

αmιδ τηε σπεχτερ οφ α �Γρεξιτ� (Γρεεκ εξιτ φροm τηε ευρο ζονε). 

Χοmmοδιτιεσ συνκ ΜΣΧΙ ΕΜ Λατιν Αmεριχα (−13.38%), ωηερε 

σεχτορσ υνιϖερσαλλψ συφφερεδ. ΜΣΧΙ Φροντιερ Μαρκετσ τανκεδ 

12.44%, but inished the year up 7.21%, led by a strong ΜΣΧΙ 

ΦΜ Ασια  (−0.84%; +16.64% ΨΤD).
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Best Performers Worst Performers

Θυαρτερλψ ανδ Αννυαλ Χουντρψ Περφορmανχε Σναπσηοτ

Θυαρτερλψ Ρετυρνσ: Στρονγ ανδ Στρυγγλινγ Σεχτορσ 

Θυαρτερλψ Ρετυρν Αττριβυτιον φορ ΕΑΦΕ (Υ.Σ. Dολλαρ)

Χουντρψ Τοταλ Λοχαλ Χυρρενχψ Wτγ

Αυστραλια −3.63% 3.05% −6.48% 7.50%

Αυστρια −7.31% −3.23% −4.21% 0.20%

Βελγιυm 0.58% 5.00% −4.21% 1.30%

Dενmαρκ −7.78% −3.70% −4.24% 1.51%

Φινλανδ −2.00% 2.31% −4.21% 0.89%

Φρανχε −6.06% −1.93% −4.21% 9.69%

Γερmανψ −0.39% 3.99% −4.21% 9.16%

Ηονγ Κονγ 3.10% 2.96% 0.13% 3.12%

Ιρελανδ 1.86% 6.34% −4.21% 0.33%

Ισραελ 1.22% 6.91% −5.32% 0.58%

Ιταλψ −13.41% −9.60% −4.21% 2.26%

ϑαπαν −2.42% 6.65% −8.51% 21.21%

Νετηερλανδσ −0.27% 4.12% −4.21% 2.76%

Νεω Ζεαλανδ 2.51% 2.23% 0.28% 0.16%

Νορωαψ −24.99% −12.43% −14.34% 0.65%

Πορτυγαλ −23.01% −19.63% −4.21% 0.15%

Σινγαπορε −0.46% 3.35% −3.76% 1.57%

Σπαιν −8.22% −4.18% −4.21% 3.52%

Σωεδεν −3.44% 4.86% −7.92% 3.08%

Σωιτζερλανδ −2.23% 1.67% −3.84% 9.31%

Υ.Κ. −4.24% −0.44% −3.82% 21.08%

Sources: MSCI, Russell Investment Group, Standard & Poor’s.
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Στψλε Μεδιαν ανδ Ινδεξ Ρετυρνσ∗ φορ Περιοδσ ενδεδ Dεχεmβερ 31, 2014

Νον−Υ.Σ. Εθυιτψ Θυαρτερ Ψεαρ 3 Ψεαρσ 5 Ψεαρσ 10 Ψεαρσ 15 Ψεαρσ

Νον−Υ.Σ. Εθυιτψ Στψλε −2.88 −4.13 11.67 6.69 5.78 4.62

ΜΣΧΙ ΕΑΦΕ −3.57 −4.90 11.06 5.33 4.43 2.54

ΜΣΧΙ ΕΑΦΕ (λοχαλ) 1.77 5.92 16.40 7.75 5.33 1.80

ΜΣΧΙ ΕΑΦΕ Γροωτη −2.29 −4.43 11.03 6.19 4.91 1.13

ΜΣΧΙ ΕΑΦΕ ςαλυε −4.85 −5.39 11.04 4.42 3.89 3.82

ΜΣΧΙ ΑΧWΙ εξ ΥΣΑ −3.81 −3.44 9.49 4.89 5.59 3.70

Γλοβαλ Εθυιτψ Θυαρτερ Ψεαρ 3 Ψεαρσ 5 Ψεαρσ 10 Ψεαρσ 15 Ψεαρσ

Γλοβαλ Εθυιτψ Στψλε 1.15 4.51 16.14 10.62 7.16 5.10

ΜΣΧΙ Wορλδ 1.01 4.94 15.47 10.20 6.03 3.12

ΜΣΧΙ Wορλδ (λοχαλ) 3.25 9.81 17.87 11.23 6.28 2.74

ΜΣΧΙ ΑΧWΙ 0.52 4.71 14.72 9.74 6.65 3.76

Ρεγιοναλ Εθυιτψ Θυαρτερ Ψεαρ 3 Ψεαρσ 5 Ψεαρσ 10 Ψεαρσ 15 Ψεαρσ

ΜΣΧΙ Ευροπε −4.35 −6.18 11.86 5.28 4.60 3.06

ΜΣΧΙ Ευροπε (λοχαλ) 0.00 4.66 13.72 7.33 5.77 2.08

ΜΣΧΙ ϑαπαν −2.42 −4.02 9.71 5.48 2.29 −0.71

ΜΣΧΙ ϑαπαν (λοχαλ) 6.65 9.48 27.19 10.95 3.91 0.34

MSCI Paciic ex Japan −1.52 −0.47 9.36 5.93 8.40 7.57

MSCI Paciic ex Japan (local) 3.02 5.71 14.64 6.83 7.72 5.91

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

Εmεργινγ Μαρκετ Στψλε −3.92 −1.43 5.44 2.87 9.46 8.61

ΜΣΧΙ Εmεργινγ Μαρκετσ −4.44 −1.82 4.41 2.11 8.78 7.38

ΜΣΧΙ Εmεργινγ Μαρκετσ (λοχαλ) 0.08 5.57 8.75 5.19 10.27 8.50

ΜΣΧΙ Φροντιερ Μαρκετσ −12.46 6.84 13.55 8.05 5.45 −

Νον−Υ.Σ. Σmαλλ Χαπ Εθυιτψ Θυαρτερ Ψεαρ 3 Ψεαρσ 5 Ψεαρσ 10 Ψεαρσ 15 Ψεαρσ

Νον−Υ.Σ. Σmαλλ Χαπ Στψλε −2.16 −4.26 15.57 10.84 8.42 7.96

ΜΣΧΙ Wορλδ εξ ΥΣΑ Σmαλλ Χαπ −3.38 −5.35 11.77 7.91 5.88 −

ΜΣΧΙ ΑΧWΙ εξ ΥΣΑ Σmαλλ Χαπ −3.98 −4.03 10.84 6.80 6.87 6.61

ΜΣΧΙ Εmεργινγ Μαρκετ Σmαλλ Χαπ −6.02 1.01 7.65 2.93 9.85 8.14

*Returns less than one year are not annualized.

Sources: Callan, MSCI

ΝΟΝ−Υ.Σ. ΕΘΥΙΤΨ (Χοντινυεδ)
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Ενδινγ ον α Ηιγη Νοτε 

Υ.Σ. ΦΙΞΕD ΙΝΧΟΜΕ |  Νατηαν Wονγ, ΧΦΑ 

Αν ιmπροϖινγ εχονοmιχ πιχτυρε ιν τηε Υ.Σ., αλονγ ωιτη χονχερνσ 

αβουτ σλοωερ γροωτη ιν τηε ευρο ζονε ανδ εmεργινγ mαρκετσ, 

contributed to gains in U.S. ixed income. The yield curve 
lattened for the fourth consecutive quarter as long Treasury 
bonds rallied, driven by lower inlation expectations and rising 
γλοβαλ δεmανδ.

Ψιελδ σπρεαδσ ωιδενεδ χονσιδεραβλψ ιν βοτη τηε ινϖεστ−

mεντ γραδε ανδ ηιγη ψιελδ χορπορατε σεχτορσ. Τηε Βαρχλαψσ 

Αγγρεγατε Ινδεξ χλιmβεδ 1.79% δυρινγ τηε θυαρτερ. 

Wεακνεσσ ιν οιλ ανδ α στρενγτηενινγ εθυιτψ mαρκετ δροϖε τηε 

lattening of the yield curve; the 2-to-30-year spread tightened 
το 2.08%. Σηορτ−τερm ρατεσ ροσε ασ τηε Φεδ ηιντεδ ατ α νορ−

mαλιζατιον οφ ρατεσ ιν τηε νοτ−τοο−δισταντ φυτυρε. Τηε βελλψ οφ 

the curve underperformed the most, with three- and ive-year 
Τρεασυρψ ψιελδσ ρισινγ 22 βπσ ανδ 17 βπσ, ρεσπεχτιϖελψ. 

Τηε 30−ψεαρ ψιελδ ενδεδ τηε ψεαρ ατ 2.75% ανδ σαω ιτσ λαργ−

εστ αννυαλ δεχλινε σινχε 2011. Τηε βρεακεϖεν ρατε (τηε διφφερ−

ενχε βετωεεν νοmιναλ ανδ ρεαλ ψιελδσ) ον τηε 10−ψεαρ Τρεασυρψ 

δροππεδ το 1.68%, α λεϖελ χοmπαραβλε το τηατ σεεν δυρινγ τηε 

inancial crisis, as inlation expectations dissipated commensu−

ρατελψ ωιτη τηε φαλλ ιν οιλ. 

   Interm Core Bond Core Plus Ext Maturity  High Yld
  Style Style Style Style Style

 10th Percentile 1.11 1.98 1.68 6.09 0.47

 25th Percentile 0.94 1.81 1.55 5.42 -0.34

 Median 0.89 1.68 1.46 5.07 -0.74

 75th Percentile 0.76 1.53 1.10 4.63 -1.39

 90th Percentile 0.66 1.28 0.87 3.48 -2.06

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

 Benchmark  1.20 1.79 1.79 5.60 -1.00

Sources: Barclays, Callan
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Υ.Σ. ΦΙΞΕD ΙΝΧΟΜΕ (Χοντινυεδ)

Ινϖεστmεντ−γραδε χορπορατεσ χλιmβεδ 1.76% δεσπιτε χορπο−

ρατε σπρεαδσ ωιδενινγ, mαινλψ ασ α ρεσυλτ οφ φαλλινγ οιλ πριχεσ. 

Industrials and inancials were hit hardest. The Fed pledged to 
χοντινυε βυψινγ αγενχψ mορτγαγε−βαχκεδ σεχυριτιεσ (ΜΒΣ), 

ωηιχη γαινεδ 1.79%. Ηιγη ψιελδ χορπορατε βονδσ ωερε ιmπαχτεδ 

mοστ βψ τηε δροπ ιν οιλ πριχεσ (τηε ενεργψ χοmπλεξ mακεσ υπ 

15% οφ τηε Ινδεξ). Ηιγη ψιελδ βονδσ λαγγεδ αγαινστ ινϖεστmεντ−

γραδε χορπορατεσ, ωιτη ΒΒ−ρατεδ βονδσ περφορmινγ βεττερ τηαν 

λοωερ−ρατεδ χρεδιτσ. Τηε Βαρχλαψσ Χορπορατε Ηιγη Ψιελδ Ινδεξ 

φελλ 1.00%. Νεω ισσυε αχτιϖιτψ mατχηεδ τηε ρεχορδ ισσυανχε οφ 

2013. Dυρινγ 2014, 544 ηιγη ψιελδ βονδσ τοταλινγ αππροξιmατελψ 

∃356 βιλλιον ωερε ισσυεδ.

Υ.Σ. Φιξεδ Ινχοmε Ινδεξ Χηαραχτεριστιχσ ασ οφ Dεχεmβερ 31, 2014

Βαρχλαψσ Ινδιχεσ Ψιελδ το Wορστ Μοδ Αδϕ Dυρατιον Αϖγ Ματυριτψ % οφ Βαρχλαψσ Γ/Χ % οφ Βαρχλαψσ Αγγ

Βαρχλαψσ Αγγρεγατε 2.25 5.55 7.69 100.00%

Βαρχλαψσ Γοϖτ/Χρεδιτ 2.11 6.13 8.34 100.00% 68.60%

Ιντερmεδιατε 1.67 3.89 4.22 79.34% 54.43%

Λονγ−Τερm 3.76 14.72 24.17 20.66% 14.17%

Βαρχλαψσ Γοϖτ 1.42 5.42 6.65 57.09% 39.16%

Βαρχλαψσ Χρεδιτ 3.01 7.07 10.60 42.91% 29.44%

Βαρχλαψσ ΜΒΣ 2.60 4.34 6.45 28.79%

Βαρχλαψσ ΑΒΣ 1.47 2.54 2.73 0.54%

Βαρχλαψσ ΧΜΒΣ 2.33 4.29 4.79 2.01%

Βαρχλαψσ Χορπ Ηιγη Ψιελδ 6.61 4.34 6.46

Source: Barclays
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Στψλε Μεδιαν ανδ Ινδεξ Ρετυρνσ∗ φορ Περιοδσ ενδεδ Dεχεmβερ 31, 2014

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

Χορε Βονδ Στψλε 1.68 6.23 3.48 5.10 5.21 6.16

Χορε Βονδ Πλυσ Στψλε 1.46 6.12 4.45 6.05 5.64 6.78

Βαρχλαψσ Αγγρεγατε 1.79 5.97 2.66 4.45 4.71 5.70

Βαρχλαψσ Γοϖτ/Χρεδιτ 1.82 6.01 2.76 4.69 4.70 5.79

Βαρχλαψσ Γοϖτ 1.86 4.92 1.40 3.70 4.29 5.34

Βαρχλαψσ Χρεδιτ 1.76 7.53 4.84 6.25 5.46 6.50

Χιτι Βροαδ Ινϖεστmεντ Γραδε 1.77 5.91 2.64 4.39 4.81 5.77

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

Εξτενδεδ Ματυριτψ Στψλε 5.07 17.99 6.68 10.40 7.63 8.61

Βαρχλαψσ Λονγ Γοϖτ/Χρεδιτ 5.60 19.31 5.77 9.81 7.36 8.39

Βαρχλαψσ Λονγ Γοϖτ 8.38 24.66 4.23 9.86 7.48 8.38

Βαρχλαψσ Λονγ Χρεδιτ 4.06 16.39 7.00 9.70 7.08 8.25

Χιτι Πενσιον Dισχουντ Χυρϖε 8.23 25.44 7.80 12.79 8.95 10.68

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

Ιντερmεδιατε Στψλε 0.89 3.38 2.52 3.89 4.60 5.55

Βαρχλαψσ Ιντερmεδιατε Αγγρεγατε 1.20 4.12 2.19 3.72 4.34 5.30

Βαρχλαψσ Ιντερmεδιατε Γοϖτ/Χρεδιτ 0.89 3.13 2.03 3.54 4.10 5.12

Βαρχλαψσ Ιντερmεδιατε Γοϖτ 0.95 2.52 0.99 2.78 3.76 4.69

Βαρχλαψσ Ιντερmεδιατε Χρεδιτ 0.80 4.16 3.98 5.00 4.88 5.92

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

Dεφενσιϖε Στψλε 0.22 1.06 1.17 1.88 3.09 3.86

Αχτιϖε Dυρατιον Στψλε 1.28 4.65 2.81 4.27 4.80 5.79

Μονεψ Μαρκετ Φυνδσ (νετ οφ φεεσ) 0.00 0.01 0.01 0.01 1.43 1.79

ΜΛ Τρεασυρψ 1�3−Ψεαρ 0.17 0.47 0.42 1.03 2.52 3.32

90−Dαψ Τρεασυρψ Βιλλσ 0.00 0.03 0.07 0.09 1.54 2.01

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

Ηιγη Ψιελδ Στψλε −0.74 2.92 8.54 9.14 7.64 7.63

Βαρχλαψσ Χορπορατε Ηιγη Ψιελδ −1.00 2.45 8.43 9.03 7.74 7.48

ΜΛ Ηιγη Ψιελδ Μαστερ −1.05 2.45 8.29 8.87 7.54 7.46

Μορτγαγε/Ασσετ−Βαχκεδ Θυαρτερ Ψεαρ 3 Ψεαρσ 5 Ψεαρσ 10 Ψεαρσ 15 Ψεαρσ

Μορτγαγε Στψλε 1.70 6.36 3.06 4.64 5.06 5.97

Βαρχλαψσ ΜΒΣ 1.79 6.08 2.37 3.73 4.75 5.54

Βαρχλαψσ ΑΒΣ 0.55 1.88 1.74 3.23 3.38 4.63

Βαρχλαψσ ΧΜΒΣ 1.45 3.86 4.52 7.82 5.29 6.61

Μυνιχιπαλ Θυαρτερ Ψεαρ 3 Ψεαρσ 5 Ψεαρσ 10 Ψεαρσ 15 Ψεαρσ

Βαρχλαψσ Μυνι 1.37 9.05 4.30 5.16 4.74 5.55

Βαρχλαψσ Μυνι 1�10−Ψεαρ 0.57 4.66 2.61 3.70 4.00 4.63

Βαρχλαψσ Μυνι 3−Ψεαρ −0.13 1.22 1.47 1.93 2.97 3.57

ΤΙΠΣ Θυαρτερ Ψεαρ 3 Ψεαρσ 5 Ψεαρσ 10 Ψεαρσ 15 Ψεαρσ

Βαρχλαψσ ΤΙΠΣ Φυλλ Dυρατιον −0.03 3.64 0.44 4.11 4.37 6.49

Βαρχλαψσ ΤΙΠΣ 1−10 Ψεαρ −1.00 0.91 0.03 2.78 3.75 5.61

*Returns of  less than one year are not annualized.

Sources: Barclays, Callan, Citigroup, Merrill Lynch

Υ.Σ. ΦΙΞΕD ΙΝΧΟΜΕ (Χοντινυεδ)
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Delation Demons
ΝΟΝ−Υ.Σ. ΦΙΞΕD ΙΝΧΟΜΕ |  Κψλε Φεκετε

Delationary concerns, weakening currencies, and further 
βιφυρχατιον αmονγ ωορλδ εχονοmιεσ χοντινυεδ το ωειγη ον 

φορειγν βονδ ρετυρνσ. Τηε ρελατιϖε στρενγτη οφ τηε Υ.Σ. δολ−

λαρ δεπρεσσεδ λοχαλ χυρρενχψ ινϖεστmεντσ; τηε Χιτι Νον−Υ.Σ. 

Wορλδ Γοϖερνmεντ Βονδ Ινδεξ (WΓΒΙ) τυmβλεδ 2.91%. Τηε 

δολλαρ−ηεδγεδ Χιτι Νον−Υ.Σ. WΓΒΙ χλιmβεδ 3.06%, ιλλυστρατινγ 

τηε δισπαριτψ αγαινστ φορειγν χυρρενχιεσ.

The euro zone’s battle with disinlation raised concerns of 
Japan-like delation among major economies. (In the early 
�90σ, τηε Βανκ οφ ϑαπαν λοωερεδ ιντερεστ ρατεσ το νεαρ ζερο 

in order to stimulate inlation, but to no avail. Its delationary 
ρυν ηασ λαστεδ ωελλ οϖερ α δεχαδε.) Ιν ρεσπονσε το προλονγεδ 

ανεmιχ γροωτη, τηε ΕΧΒ αννουνχεδ ιτ ωουλδ χονσιδερ α θυαν−

τιτατιϖε εασινγ προγραm τηατ ωουλδ ινχλυδε αδδινγ σοϖερειγν 

bonds to its balance sheet. Speculation and a light to qual−
ιτψ φυελεδ α ραλλψ ιν βοτη χορε ανδ φρινγε Ευροπεαν σοϖερειγν 

Θυαρτερλψ Ρετυρν Αττριβυτιον φορ Νον−Υ.Σ. Γοϖ�τ Ινδιχεσ 

(Υ.Σ. Dολλαρ)

Χουντρψ Τοταλ Λοχαλ Χυρρενχψ Wτγ

Αυστραλια −1.97% 4.82% −6.48% 1.90%

Αυστρια −1.14% 3.21% −4.21% 1.89%

Βελγιυm −1.20% 3.14% −4.21% 3.03%

Χαναδα −1.03% 2.58% −3.51% 2.56%

Dενmαρκ −1.02% 3.37% −4.24% 0.83%

Φινλανδ −2.05% 2.26% −4.21% 0.74%

Φρανχε −1.47% 2.87% −4.21% 11.28%

Γερmανψ −1.55% 2.78% −4.21% 9.36%

Ιρελανδ −2.65% 1.63% −4.21% 0.95%

Ιταλψ −1.72% 2.60% −4.21% 11.16%

ϑαπαν −6.22% 2.50% −8.51% 32.86%

Μαλαψσια −6.27% −2.85% −6.18% 0.57%

Μεξιχο −6.13% 3.03% −8.88% 1.15%

Νετηερλανδσ −1.52% 2.81% −4.21% 3.03%

Νορωαψ −10.82% 4.10% −14.34% 0.31%

Πολανδ −4.97% 2.11% −6.93% 0.71%

Σινγαπορε −2.47% 1.33% −3.76% 0.43%

Σουτη Αφριχα 1.92% 4.34% −2.34% 0.60%

Σπαιν −1.56% 2.76% −4.21% 6.23%

Σωεδεν −4.77% 3.42% −7.92% 0.56%

Σωιτζερλανδ −2.65% 1.24% −3.84% 0.38%

Υ.Κ. 2.69% 6.77% −3.82% 9.50%

Source: Citigroup

βονδσ ασ ψιελδσ δροππεδ. Τηε Γερmαν 10−ψεαρ ψιελδ δεχλινεδ 

το α ρεχορδ λοω οφ 0.54%; τηε σπρεαδ ωιτη Υ.Σ. Τρεασυριεσ ωιδ−

ενεδ το 1.63%. Τηε Γερmαν τωο−ψεαρ νοτε ρεmαινεδ ιν νεγα−

τιϖε τερριτορψ, ινδιχατινγ ινϖεστορσ ωουλδ ρεχειϖε λεσσ τηαν ωηατ 

τηεψ παιδ φορ τηε δεβτ. Ψιελδ ον Υ.Κ. σοϖερειγν δεβτ δεχλινεδ 67 

βπσ ασ τηε πουνδ στερλινγ σανκ ανδ τηε Βανκ οφ Ενγλανδ δισ−

χυσσεδ αδϕυστινγ ιντερεστ ρατεσ. Ψιελδσ ον Σπανιση ανδ Ιταλιαν 

δεβτ δεχλινεδ 52 βπσ ανδ 44 βπσ, ρεσπεχτιϖελψ.

In Asia Paciic, recessionary Japan experienced a fourth 
straight month of weakening inlation. The 10-year yield fell to 
0.33%, ιτσ λοωεστ λεϖελ εϖερ, ασ τηε Βανκ οφ ϑαπαν mαινταινεδ 

ιτσ αγγρεσσιϖε στιmυλυσ προγραm. Αυστραλια�σ 10−ψεαρ ψιελδ 

δεχλινεδ 73 βπσ, τηε mοστ χοmπαρεδ το ιτσ δεϖελοπεδ πεερσ.
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ΝΟΝ−Υ.Σ. ΦΙΞΕD ΙΝΧΟΜΕ (Χοντινυεδ)

Τηε JPM GBI-EM Global Diversiied Index, τραχκινγ εmεργ−

ινγ mαρκετ γοϖερνmεντ βονδσ δενοmινατεδ ιν λοχαλ χυρρενχιεσ, 

πλυmmετεδ 5.71% γιϖεν τηε βροαδ−βασεδ χυρρενχψ ωεακνεσσ 

ϖερσυσ τηε Υ.Σ. δολλαρ. Τηε Υ.Σ. δολλαρ−δενοmινατεδ ϑΠΜ ΕΜΒΙ 

Global Diversiied Index φελλ 0.55% φορ τηε θυαρτερ. Σινκινγ οιλ 

πριχεσ ωειγηεδ ηεαϖιλψ ον εmεργινγ mαρκετ εξπορτερσ. Ρυσσια�σ 

δεβτ χοντινυεδ ιτσ δοωνωαρδ σπιραλ ασ τηε 10−ψεαρ βονδ φελλ 

44% ιν δολλαρ τερmσ. Ιν Dεχεmβερ, τηε Ρυσσιαν χεντραλ βανκ 

ραισεδ ιντερεστ ρατεσ το 17% φροm 10.5% ιν αν εφφορτ το στεm τηε 

ρυβλε�σ δεχλινε. Λοω οιλ πριχεσ ωερε α mαϕορ βυρδεν ον τηε χυρ−

ρενχψ. Χολοmβιαν δεβτ δεχλινεδ 14%; οιλ αχχουντσ φορ ρουγηλψ 

50% οφ τηε χουντρψ�σ εξπορτσ. 

Τυρκεψ ωασ α βριγητ σποτ αmονγ εmεργινγ mαρκετ εχονοmιεσ. 

Τηε 10−ψεαρ βονδ γαινεδ 6.23% δεσπιτε τηε νεγατιϖε χυρρενχψ 

effect. The country’s inlationary outlook improved on the back 
οφ φαλλινγ οιλ πριχεσ. 

  Global Fixed Non-U.S. Fixed Emerging Emerging
  Style Style Debt DB Debt Local 

 10th Percentile 0.10 -1.11 -0.67 -3.38

 25th Percentile -0.63 -2.23 -1.59 -4.44

 Median -1.06 -2.52 -2.34 -5.37

 75th Percentile -1.38 -3.08 -3.21 -6.06

 90th Percentile -1.73 -3.48 -4.34 -7.05
   Citi World Citi Non-U.S.  JPM EMBI JPM GBI-EM
  Gov  World Gov  Gl Div Gl Div

 Benchmark   -1.49 -2.91 -0.55 -5.71
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Χαλλαν Στψλε Γρουπ Θυαρτερλψ Ρετυρνσ

Στψλε Μεδιαν ανδ Ινδεξ Ρετυρνσ∗ φορ Περιοδσ ενδεδ Dεχεmβερ 31, 2014

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

Γλοβαλ Στψλε −1.06 1.35 1.04 3.15 4.22 5.97

Χιτι Wορλδ Γοϖτ −1.49 −0.48 −0.97 1.67 3.08 4.95

Χιτι Wορλδ Γοϖτ (Λοχαλ) 2.71 8.47 4.31 4.41 3.98 4.52

Βαρχλαψσ Γλοβαλ Αγγρεγατε −1.04 0.59 0.73 2.65 3.60 5.20

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

Νον−Υ.Σ. Στψλε −2.52 −1.83 0.00 1.94 3.50 5.51

Χιτι Νον−Υ.Σ. Wορλδ Γοϖτ −2.91 −2.68 −1.94 0.85 2.64 4.65

Χιτι Νον−Υ.Σ. Wορλδ Γοϖτ (Λοχαλ) 3.06 9.93 5.53 4.68 3.96 4.29

Ευροπεαν Φιξεδ Θυαρτερ Ψεαρ 3 Ψεαρσ 5 Ψεαρσ 10 Ψεαρσ 15 Ψεαρσ

Χιτι Ευρο Γοϖτ Βονδ −1.56 −0.61 6.07 2.43 3.80 6.96

Χιτι Ευρο Γοϖτ Βονδ (Λοχαλ) 2.77 11.16 7.93 5.59 4.82 5.50

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

JPM EMBI Global Diversiied −0.55 7.43 6.13 7.57 7.78 9.78

JPM GBI-EM Global Diversiied −5.71 −5.72 0.07 2.63 6.65 −−

*Returns less than one year are not annualized. 

Sources: Callan, Citigroup, JPMorgan Chase

Εmεργινγ Σπρεαδσ Οϖερ Dεϖελοπεδ (Βψ Ρεγιον)
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Ονωαρδ ανδ Υπωαρδ

ΡΕΑΛ ΕΣΤΑΤΕ |  ϑαψ Ναψακ

Τηε ΝΧΡΕΙΦ Προπερτψ Ινδεξ αδϖανχεδ 3.04% ανδ ρεχορδεδ 

α 1.29% ινχοmε ρετυρν ανδ α 1.75% αππρεχιατιον ρετυρν. Φορ 

2014, τηε Ινδεξ προδυχεδ α 5.36% ινχοmε ρετυρν, α 6.35% 

αππρεχιατιον ρετυρν, ανδ αν 11.82% τοταλ ρετυρν. Τηε Ινδεξ 

cash low returns were 0.80% and 3.57% for the quarter and 
ψεαρ, ρεσπεχτιϖελψ.

A lurry of commercial real estate transactions during the fourth 
θυαρτερ υνδερπιννεδ πρεϖαιλινγ ρεαλ εστατε ρετυρνσ. Τηε Ινδεξ 

τραχκεδ 282 τρανσαχτιονσ ρεπρεσεντινγ ∃8.0 βιλλιον, ωελλ αηεαδ 

οφ τηε ∃4.9 βιλλιον 10−ψεαρ θυαρτερλψ τρανσαχτιον αϖεραγε. Τηε 

mαξιmυm θυαρτερλψ τρανσαχτιον ϖολυmε οϖερ τηε πριορ 10−ψεαρ 

περιοδ ωασ ∃8.7 βιλλιον ιν τηε σεχονδ θυαρτερ οφ 2007.

Πριχινγ γροωτη χοντινυεδ το χηαραχτεριζε ασσετ τραδεσ, ασ 

ϖαλυε−ωειγητεδ τρανσαχτιοναλ χαπιταλιζατιον ρατεσ τιχκεδ δοων 

το 5.27%. Οϖερ τηε χουρσε οφ τηε πριορ χψχλε, θυαρτερλψ ϖαλυε−

ωειγητεδ τρανσαχτιοναλ χαπιταλιζατιον ρατεσ διππεδ το α λοω οφ 

5.00% ιν τηε τηιρδ θυαρτερ οφ 2007 ανδ εξπανδεδ το 8.42% ιν 

τηε τηιρδ θυαρτερ οφ 2009. Αππραισαλ χαπιταλιζατιον ρατεσ δεχλινεδ 

το 4.92% δυρινγ τηε φουρτη θυαρτερ οφ 2014. Ασ mαρκετσ πεακεδ 

οϖερ τηε πριορ χψχλε, αππραισαλ χαπιταλιζατιον ρατεσ δεχλινεδ το 

4.89% ιν τηε τηιρδ θυαρτερ οφ 2008.

Ιν τηε λιστεδ ρεαλ εστατε mαρκετ, τηε ΦΤΣΕ ΕΠΡΑ/ΝΑΡΕΙΤ 

Dεϖελοπεδ ΡΕΙΤ Ινδεξ (ΥΣD) αδϖανχεδ 8.07% ανδ δοmεσ−

τιχ ΡΕΙΤσ, τραχκεδ βψ τηε ΦΤΣΕ ΝΑΡΕΙΤ Εθυιτψ ΡΕΙΤσ Ινδεξ, 

αδϖανχεδ 14.20%. Φαϖοραβλε εχονοmιχ δψναmιχσ αρε δριϖινγ 

ρενταλ γροωτη ιν mανψ mαϕορ προπερτψ σεχτορσ, ανδ πριϖατε εθυιτψ 

ρεαλ εστατε βυψερσ αρε αχθυιρινγ ασσετσ ανδ πλατφορmσ τηατ ωουλδ 

οτηερωισε ηαϖε βεεν τακεν πυβλιχ, δριϖινγ υπ ΡΕΙΤ ϖαλυεσ.

Ιντερνατιοναλλψ, τηε Υνιτεδ Κινγδοm ηασ εξηιβιτεδ σοφτνεσσ ασ 

ρεσιδεντιαλ προπερτψ σαλεσ ηαϖε σλοωεδ ωιτη τηε χοντραχτιον οφ 

foreign buyer demand. In the Asia/Paciic region, headwinds in 
Χηινα ηαϖε βεεν βαλανχεδ βψ α ρεϖερσαλ οφ ρεστριχτιϖε πολιχιεσ 

το χυρβ ηουσινγ σεχτορ γροωτη.

Ιν τηε Υ.Σ., Ηεαλτη Χαρε (+16.98%) λεδ σεχτορ περφορmανχε φορ 

τηε θυαρτερ, φολλοωεδ βψ Ρεσιδεντιαλ (+16.39%) ανδ Λοδγινγ/

Resorts (+16.37%). Even the laggards (Diversiied REITs: 
+11.84%; Ρεταιλ: +12.37%) ωερε στρονγ. Τηε φρεε στανδινγ 

Ρεταιλ συβσεχτορ ονλψ γαινεδ 1.11%.

Υ.Σ. ΡΕΙΤσ ραισεδ ∃12.5 βιλλιον δυρινγ τηε φουρτη θυαρτερ φολλοω−

ινγ τηε χοmπλετιον οφ τωο πριmαρψ οφφερινγσ τηατ ραισεδ ∃3.2 βιλ−

λιον, 23 σεχονδαρψ οφφερινγσ (∃3.9 βιλλιον), φουρ πρεφερρεδ εθυιτψ 

οφφερινγσ (∃1.6 βιλλιον) ανδ 13 υνσεχυρεδ δεβτ οφφερινγσ (∃3.8 

βιλλιον). Υ.Σ. ΡΕΙΤσ ραισεδ ∃63.6 βιλλιον ιν 2014, βεηινδ τηε 

∃73.3 βιλλιον ανδ ∃77.0 βιλλιον οφ χαπιταλ ραισινγ αχτιϖιτψ σεεν ιν 

2012 ανδ 2013, ρεσπεχτιϖελψ.

Χοmmερχιαλ mορτγαγε−βαχκεδ σεχυριτιεσ ισσυανχε ρεαχηεδ 

∃25.2 βιλλιον ιν τηε φουρτη θυαρτερ, ϕυστ οφφ παχε φροm τηε ∃28.1 

βιλλιον οφ ισσυανχε ϖολυmε φροm τηε θυαρτερ πριορ. Τοταλ ισσυανχε 

φορ τηε χαλενδαρ ψεαρ ωασ ∃94.1 βιλλιον, ωηιχη ωασ ϕυστ σηψ οφ 

τηε εξπεχτεδ ∃100 βιλλιον οφ ισσυανχε ϖολυmε φορ τηε ψεαρ. Τηισ 

ρεπρεσεντσ τηε λαργεστ ισσυανχε ϖολυmε σεεν σινχε 2004. Πεακ 

mαρκετ (βετωεεν 2005 ανδ 2007) θυαρτερλψ ισσυανχε ϖολυmε 

ρανγεδ φροm ∃33.0 βιλλιον το ∃73.6 βιλλιον.

Ρολλινγ Ονε−Ψεαρ Ρετυρνσ
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ΡΕΑΛ ΕΣΤΑΤΕ (Χοντινυεδ)

Χαλλαν Dαταβασε Μεδιαν ανδ Ινδεξ Ρετυρνσ∗ φορ Περιοδσ ενδεδ Dεχεmβερ 31, 2014

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

Ρεαλ Εστατε Dαταβασε (νετ οφ φεεσ) 2.87 11.90 12.18 13.72 5.76 7.48

ΝΧΡΕΙΦ Προπερτψ∗∗ 3.04 11.82 11.11 12.13 8.38 8.89

ΝΦΙ−ΟDΧΕ (ϖαλυε ωτδ. νετ) 3.02 11.45 11.38 12.85 6.11 6.89

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

ΡΕΙΤ Dαταβασε 14.42 31.15 16.67 17.77 9.38 14.08

ΦΤΣΕ ΝΑΡΕΙΤ Εθυιτψ 14.20 30.14 16.33 16.88 8.31 12.67

Γλοβαλ Ρεαλ Εστατε Θυαρτερ Ψεαρ 3 Ψεαρσ 5 Ψεαρσ 10 Ψεαρσ 15 Ψεαρσ

Γλοβαλ ΡΕΙΤ Dαταβασε 7.84 16.53 16.08 12.52 7.73 9.42

ΦΤΣΕ ΕΠΡΑ/ΝΑΡΕΙΤ Dεϖελοπεδ ΡΕΙΤ 8.07 15.89 15.90 12.04 6.90 10.15

*Returns less than one year are not annualized.

**Represents data available as of  publication date. 

All REIT returns are reported gross in USD. 

Sources: Callan, NAREIT, NCREIF, The FTSE Group. NCREIF statistics are the product of  direct queries and may not represent frozen statistics.

ΝΧΡΕΙΦ Τρανσαχτιον ανδ Αππραισαλ Χαπιταλιζατιον Ρατεσ ΝΧΡΕΙΦ Χαπιταλιζατιον Ρατεσ βψ Προπερτψ Τψπε
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Πριϖατε Εθυιτψ Περφορmανχε Dαταβασε (%) (Ποολεδ Ηοριζον ΙΡΡσ τηρουγη ϑυνε 30, 2014∗)

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

Αλλ ςεντυρε 3.2 29.7 13.6 14.8 10.1 11.8 27.6 

Γροωτη Εθυιτψ 4.6 25.2 12.0 16.1 13.5 13.4 15.2 

Αλλ Βυψουτσ 5.0 22.7 12.6 17.3 14.4 12.1 13.6 

Μεζζανινε 2.7 12.3 11.8 11.7 10.7 8.2 10.1 

Dιστρεσσεδ 3.3 16.8 11.9 16.9 11.7 11.8 12.0 

Αλλ Πριϖατε Εθυιτψ 4.4 23.1 12.6 16.6 13.2 12.1 14.9 

Σ&Π 500 5.2 24.6 16.6 18.8 7.8 4.4 9.8

Private equity returns are net of  fees. 

Sources: Standard & Poor’s, Thomson/Cambridge 

*Most recent data available at time of  publication

Μοmεντυm Βυιλδσ 

ΠΡΙςΑΤΕ ΕΘΥΙΤΨ |  Γαρψ Ροβερτσον

Τηε ψεαρ�σ τοταλ φορ φυνδραισινγ ισ τηε λαργεστ σινχε 2008. Πριϖατε 

Εθυιτψ Αναλψστ ρεπορτσ τηατ, ατ ∃266.2 βιλλιον, τηε 2014 χοmmιτ−

ment dollar volume inished up 11.7% from 2013’s $238.4 bil−
λιον. Τηε νυmβερ οφ φυνδσ φορmεδ αλσο ινχρεασεδ βψ 15.7% το 

765, φροm 661 ιν 2013. Νεω φουρτη−θυαρτερ χοmmιτmεντσ τοταλεδ 

∃91.1 βιλλιον ωιτη 196 νεω παρτνερσηιπσ φορmεδ. 

Αχχορδινγ το Βυψουτσ νεωσλεττερ, νεω αχθυισιτιονσ τοταλεδ 

1,617 ιν 2014, υπ φροm 1,506 ιν 2013. Αννουνχεδ δολλαρ ϖολ−

υmε δεχρεασεδ βψ 12.9% το ∃128.7 βιλλιον φροm ∃160.0 βιλλιον 

ιν 2013. Τηε φουρτη θυαρτερ γενερατεδ 304 χοντρολ τρανσαχτιονσ 

ανδ δισχλοσεδ δολλαρ ϖολυmε ον χλοσεδ δεαλσ τοταλεδ ∃25.5 βιλ−

λιον. Αχχορδινγ το Σ&Π Χαπιταλ ΙΘ, ιν τηε σεχονδ ηαλφ οφ 2014 

πυρχηασε πριχε mυλτιπλεσ χλιmβεδ ιντο τηε δουβλε διγιτσ.

Αχχορδινγ το τηε Νατιοναλ ςεντυρε Χαπιταλ Ασσοχιατιον, νεω 

ινϖεστmεντ ιν ϖεντυρε χαπιταλ χοmπανιεσ ϕυmπεδ 61% φορ τηε 

ψεαρ, φροm ∃30.0 βιλλιον ιν 2013 το ∃48.4 βιλλιον. Τηε δολλαρ 

ϖολυmε ιν 2014 ισ τηιρδ ονλψ το 1999 (∃54.9 βιλλιον) ανδ 2000 

(∃105.0 βιλλιον). Τηε ψεαρ προδυχεδ 4,356 ρουνδσ οφ ινϖεστmεντ, 

υπ φροm 4,193 ιν 2013. Ιν τηε φουρτη θυαρτερ, ινϖεστmεντ ϖολυmε 

totaled $14.8 billion in 1,109 rounds of inancing.

Ρεγαρδινγ εξιτσ, Βυψουτσ ρεπορτσ τηατ 2014�σ αγγρεγατε δισ−

closed M&A exit value of $102.6 billion was up signiicantly from 
2013, ωηιχη ρεπορτεδ ∃63.6 βιλλιον. Πριϖατε Μ&Α εξιτσ οφ βυψ−

ουτ−βαχκεδ χοmπανιεσ ωερε αλσο υπ το 534 ϖερσυσ 2013�σ 377.  

Ιν τηε φουρτη θυαρτερ, ειγητ οφ τηε χοmπλετεδ 108 Μ&Α εξιτσ  

Φυνδσ Χλοσεδ ϑανυαρψ 1 το Dεχεmβερ 31, 2014

Στρατεγψ Νο. οφ Φυνδσ Αmτ (∃mm) Περχεντ

ςεντυρε Χαπιταλ 307 32,968 12%

Βυψουτσ 305 174,783 66%

Συβορδινατεδ Dεβτ 33 8,663 3%

Dιστρεσσεδ Dεβτ 33 22,613 8%

Σεχονδαρψ ανδ Οτηερ 25 17,302 6%

Φυνδ−οφ−φυνδσ 62 9,873 4%

Τοταλσ 765 266,201 100%

Source: Private Equity Analyst

ηαδ ϖαλυεσ οϖερ ∃1 βιλλιον, ωιτη τηε λαργεστ βεινγ Απολλο�σ ∃3.1 

βιλλιον σαλε οφ Πρεστιγε Χρυισεσ το Νορωεγιαν Χρυισε Λινεσ. 

Τηερε ωερε 18 βυψουτ−βαχκεδ ΙΠΟσ ωιτη αν αγγρεγατε ϖαλυε 

οφ ∃4.7 βιλλιον. Τηε φυλλ ψεαρ προδυχεδ 50 ΙΠΟσ ραισινγ α τοταλ οφ 

∃42.0 βιλλιον. 

ςεντυρε−βαχκεδ Μ&Α εξιτσ φορ τηε ψεαρ ινχλυδεδ 455 πριϖατε 

σαλεσ ωιτη 132 αννουνχεδ ϖαλυεσ τοταλινγ ∃46.0 βιλλιον, υπ 

φροm 2013�σ 393 εξιτσ ανδ ∃16.9 βιλλιον ιν αννουνχεδ ϖαλυε. 

Τηε φουρτη θυαρτερ ηαδ 95 εξιτσ, οφ ωηιχη 29 αννουνχεδ ϖαλ−

υεσ τοταλινγ ∃26.4 βιλλιον. Φαχεβοοκ�σ ∃19.5 βιλλιον πυρχηασε οφ 

WhatsApp resulted in a signiicant jump in values from Q3 to 
Θ4. Τηερε ωερε 27 ϖεντυρε−βαχκεδ ΙΠΟσ ιν τηε φουρτη θυαρτερ 

τηατ ραισεδ ∃4.4 βιλλιον, ανδ τηε τοταλ φορ 2014 ωασ 115 ϖεντυρε−

βαχκεδ ΙΠΟσ τηατ ραισεδ ∃15.3 βιλλιον.

Πλεασε σεε ουρ υπχοmινγ ισσυε οφ Πριϖατε Μαρκετσ Τρενδσ φορ 

mορε ιν−δεπτη χοϖεραγε.
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Dαταβασε Μεδιαν ανδ Ινδεξ Ρετυρνσ∗ φορ Περιοδσ ενδεδ Dεχεmβερ 31, 2014

Diversiied Hedge Fund Strategies Θυαρτερ Ψεαρ 3 Ψεαρσ 5 Ψεαρσ 10 Ψεαρσ 15 Ψεαρσ

Ηεδγε Φυνδ−οφ−Φυνδσ Dαταβασε 0.70 2.95 6.98 4.90 4.74 6.06

ΧΣ Ηεδγε Φυνδ Ινδεξ 0.70 4.13 7.15 5.88 5.82 6.34

Χρεδιτ Συισσε Συβινδιχεσ Θυαρτερ Ψεαρ 3 Ψεαρσ 5 Ψεαρσ 10 Ψεαρσ 15 Ψεαρσ

Εθυιτψ Μαρκετ Νευτραλ 0.33 −1.20 2.88 2.44 −1.01 2.22

Χονϖερτιβλε Αρβιτραγε −3.01 −1.67 3.98 4.75 4.06 6.49

Φιξεδ Ινχοmε Αρβιτραγε 0.04 4.37 6.35 7.22 3.85 4.88

Μυλτι−Στρατεγψ 1.13 6.09 9.48 7.87 6.54 7.38

Dιστρεσσεδ −2.31 2.55 9.96 7.02 6.57 8.33

Ρισκ Αρβιτραγε −1.71 −1.32 2.11 2.06 3.82 4.57

Εϖεντ Dριϖεν Μυλτι−Στρατεγψ −2.09 1.14 8.69 5.27 6.59 7.74

Λονγ/Σηορτ Εθυιτψ 2.25 5.54 10.37 6.37 6.41 5.88

Dεδιχατεδ Σηορτ Βιασ −2.51 −5.61 −17.38 −14.72 −7.68 −6.43

Γλοβαλ Μαχρο 0.47 3.11 4.00 6.32 7.72 9.83

Μαναγεδ Φυτυρεσ 11.27 18.36 3.84 3.78 4.29 5.76

Εmεργινγ Μαρκετσ 0.76 1.52 6.80 4.83 6.90 7.67

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

Σηακε Ιτ Οφφ 

ΗΕDΓΕ ΦΥΝDΣ |  ϑιm ΜχΚεε

Τεχτονιχ στρεσσεσ οφ ροβυστ συππλψ ανδ φραγιλε δεmανδ χρεατεδ 

χραχκσ ιν τηε χρυστ οφ χαπιταλ mαρκετσ. Στεαδψ οιλ προδυχτιον 

γροωτη οϖερωηελmεδ χονσυmερ νεεδσ, ρεσυλτινγ ιν α δραmατιχ 

βρεακδοων ιν ενεργψ πριχεσ. Χηινα�σ εββινγ γροωτη στορψ 

depressed other commodity prices, while disinlationary forces 
in Europe magniied anxieties. Despite domestic oil weakness, 
α στεαδψ Υ.Σ. εχονοmψ χοντινυεδ το συππορτ τηε mαρκετ�σ χον−

idence that a global recession was not looming ahead. While 
τηε Σ&Π 500 Ινδεξ γαινεδ 4.93%, στοχκσ αβροαδ γενεραλλψ 

declined. Falling inlation expectations led developed bond 
mαρκετσ το αχχεπτ λοωερ λονγ−τερm ψιελδσ.

Ιλλυστρατινγ ραω ηεδγε φυνδ περφορmανχε ωιτηουτ ιmπλεmεντα−

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

0.70% ιν τηε φουρτη θυαρτερ.  Ρεπρεσεντινγ αχτυαλ ηεδγε φυνδ 

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

Φυνδσ Dαταβασε αδϖανχεδ 0.70%, νετ οφ αλλ φεεσ. 

Wιτηιν τηε ΧΣ ΗΦΙ, τηε βεστ−περφορmινγ στρατεγψ ωασ Μαναγεδ 

Φυτυρεσ (+11.27%), ωηερε τρενδ−φολλοωινγ στρατεγιεσ γοτ τηειρ 

mοϕο πριmαριλψ φροm φαλλινγ οιλ πριχεσ ανδ τηε ρισινγ δολλαρ. 

Λονγ/Σηορτ Εθυιτψ (+2.25%) beneitted from a resilient U.S.  

στοχκ mαρκετ. Wιδενινγ χρεδιτ ανδ δεαλ σπρεαδσ υνδερmινεδ 

τηε εϖεντ−δριϖεν σπαχε, λεδ βψ Dιστρεσσεδ (−2.31%).

Wιτηιν Χαλλαν�σ Ηεδγε Φυνδ−οφ−Φυνδσ Dαταβασε, mαρκετ εξπο−

συρεσ mαργιναλλψ αφφεχτεδ περφορmανχε ιν τηε φουρτη θυαρτερ.  

Ηυρτ βψ ωιδενινγ σπρεαδσ, τηε mεδιαν Χαλλαν Αβσολυτε Ρετυρν 

ΦΟΦ (−0.54%) τραιλεδ τηε Λονγ/Σηορτ Εθυιτψ ΦΟΦ (+1.57%).

  Αβσολυτε Ρετυρν Χορε Dιϖερσιφιεδ Λονγ/Σηορτ Εθ
  ΦΟΦ Στψλε ΦΟΦ Στψλε ΦΟΦ Στψλε

 10τη Περχεντιλε 1.12 1.51 3.82

 25τη Περχεντιλε 0.81 1.15 2.49

 Μεδιαν −0.54 0.60 1.57

 5τη Περχεντιλε −1.65 0.08 −0.09

 90τη Περχεντιλε −2.63 −0.67 −1.76

 Τ−Βιλλσ + 5% 1.23 1.23 1.23

Sources: Callan, Merrill Lynch
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Χαλλαν Στψλε Γρουπ Θυαρτερλψ Ρετυρνσ
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Τηε Χαλλαν DΧ Ινδεξ� ισ αν εθυαλλψ ωειγητεδ ινδεξ τραχκινγ τηε χαση 

lows and performance of nearly 90 plans, representing more than one 
million DC participants and over $140 billion in assets. The Index is updated 
quarterly and is available at http://www.callan.com/research/dcindex/. 
Read the quarterly DC Observer newsletter for additional commentary 
and data.

In the third quarter of 2014, the Callan DC Index™ saw its irst 
λοσσ σινχε mιδ−2012, δεχλινινγ 1.08% ασ τηε εθυιτψ mαρκετσ�

παρτιχυλαρλψ σmαλλ χαπ ανδ νον−Υ.Σ. εθυιτιεσ�στρυγγλεδ. Τηε 

τψπιχαλ 2035 ταργετ δατε φυνδ (ΤDΦ) φαρεδ εϖεν ωορσε, δροππινγ 

2.06%. Σινχε τηε ινχεπτιον οφ τηε DΧ Ινδεξ ιν 2006, τηε τψπιχαλ 

DΒ πλαν ηασ mαινταινεδ α ηεαλτηψ εδγε οφ 84 βασισ ποιντσ, ον 

αϖεραγε, οϖερ τηε DΧ Ινδεξ�σ αννυαλιζεδ ρετυρν. Τηε λονγ−τερm 

αννυαλιζεδ περφορmανχε οφ ΤDΦσ, ιν χοντραστ, ισ βασιχαλλψ ιν λινε 

ωιτη τηατ οφ τηε DΧ Ινδεξ.

Dριϖεν πριmαριλψ βψ ινϖεστmεντ λοσσεσ, τηε DΧ Ινδεξ σηρανκ 

βψ 1.26% λαστ θυαρτερ ιν τερmσ οφ τοταλ γροωτη. Ηοωεϖερ, σινχε 

ινχεπτιον, τηε αϖεραγε πλαν βαλανχε ηασ γροων βψ α ηεαλτηψ 

8.26% ον αν αννυαλιζεδ βασισ. Οϖερ τωο−τηιρδσ οφ τηισ γροωτη 

(5.64%) ισ δυε το mαρκετ περφορmανχε; τηε ρεστ (2.61%) ισ δριϖεν 

βψ πλαν σπονσορ ανδ παρτιχιπαντ χοντριβυτιονσ.

 

Ινδεξ τυρνοϖερ χαmε ιν ατ 0.47%, χοmπαρεδ το ηιστοριχαλ θυαρ−

τερλψ λεϖελσ οφ 0.68%. ΤDΦσ σαω τηε γρεατεστ αmουντ οφ αχτιϖιτψ, 

attracting 81 cents for every dollar of lows. This is the second-
λαργεστ αmουντ τηε Ινδεξ ηασ εξπεριενχεδ σινχε ινχεπτιον, 

trailing only March 2014. Money lowed out of a wide variety 
οφ ασσετ χλασσεσ. Ονε οφ τηε ωεακεστ περφορmερσ συφφερεδ τηε 

mοστ: Υ.Σ. σmαλλ/mιδ χαπ. Ηοωεϖερ, νον−Υ.Σ. ανδ γλοβαλ εθυι−

ties showed minimal outlows, while emerging markets saw 
the strongest inlows in the past two years—albeit minimal, at 
σλιγητλψ αβοϖε 1%.

Τουγη Τηιρδ Θυαρτερ φορ DΧ 

DΕΦΙΝΕD ΧΟΝΤΡΙΒΥΤΙΟΝ |  ϑαmεσ Ο�Χοννορ

Νετ Χαση Φλοω Αναλψσισ (Τηιρδ Θυαρτερ 2014)∗ 

(Τοπ Τωο ανδ Βοττοm Τωο Ασσετ Γατηερερσ)

Ασσετ Χλασσ

Φλοωσ ασ % οφ

Τοταλ Νετ Φλοωσ

Ταργετ Dατε Φυνδσ 81.07%

Υ.Σ. Φιξεδ Ινχοmε 12.44%

Χοmπανψ Στοχκ −16.87%

Υ.Σ. Σmαλλ/Μιδ Χαπ −44.17%

Τοταλ Τυρνοϖερ1 0.47%

1 Total Index “turnover” measures the percentage of  total invested assets (transfers 

only, excluding contributions and withdrawals) that moved between asset classes. 

Source: Callan DC Index

*Notes: DC Index inception date is January 2006. DB plan performance is gross of  

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

Average 2035 Fund Average Corporate DB Plan*
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ϑαψ Ναψακ ισ α χονσυλταντ ιν Χαλλαν�σ Ρεαλ  

Ασσετσ Χονσυλτινγ γρουπ. Ηε εϖαλυατεσ mαναγ−

ερσ ανδ τηειρ ρεσπεχτιϖε ρεαλ εστατε προδυχτσ φορ 

πλαν σπονσορ χλιεντσ. Ηε αλσο ηεαδσ ρεσεαρχη 

χοϖεραγε φορ γλοβαλ ρεαλ εστατε σεχυριτιεσ ανδ 

χοmmερχιαλ ρεαλ εστατε δεβτ στρατεγιεσ.

ϑαmεσ Ο�Χοννορ is a deined contribution con−

συλταντ ιν Χαλλαν�σ Φυνδ Σπονσορ Χονσυλτινγ 

γρουπ. Ηε προϖιδεσ αναλψτιχαλ συππορτ ιν αρεασ 

ινχλυδινγ χλιεντ προποσαλσ, mαναγερ ρεσεαρχη, 

ανδ περφορmανχε εϖαλυατιον. ϑαmεσ αλσο χον−

δυχτσ DΧ ινϖεστmεντ στρυχτυρε εϖαλυατιονσ, 

φεε αναλψσεσ, ανδ ινδυστρψ ρεσεαρχη. 

Γαρψ Ροβερτσον ισ τηε mαναγερ οφ Χαλλαν�σ  

Πριϖατε Εθυιτψ Ρεσεαρχη γρουπ. Γαρψ ισ ρεσπον−

sible for the irm’s Alternative Investments con−

συλτινγ σερϖιχεσ. Ηε ισ χυρρεντλψ σεχρεταρψ οφ 

Χαλλαν�σ Χλιεντ Πολιχψ Ρεϖιεω Χοmmιττεε. 

Ιρινα Συσηχη ισ αν αναλψστ ιν Χαλλαν�σ Γλοβαλ 

Μαναγερ Ρεσεαρχη γρουπ. Ιρινα�σ ρολε ωιτηιν 

ΓΜΡ ινχλυδεσ τηε θυαντιτατιϖε ανδ θυαλιτα−

τιϖε αναλψσισ οφ ινϖεστmεντ mαναγερσ ανδ τηε 

χοmπιλατιον οφ δεταιλεδ ρεσεαρχη ρεπορτσ φορ 

χλιεντσ ανδ τηε Μαναγερ Σεαρχη Χοmmιττεε. 

Νατηαν Wονγ, ΧΦΑ, is a ixed income invest−
mεντ χονσυλταντ ιν Χαλλαν�σ Γλοβαλ Μαναγερ 

Ρεσεαρχη γρουπ. Ηε ισ ρεσπονσιβλε φορ 

research and analysis of ixed income invest−
mεντ mαναγερσ ανδ ασσιστσ πλαν σπονσορ 

clients with ixed income manager searches.

Κψλε Φεκετε ισ αν αναλψστ ιν Χαλλαν�σ Γλοβαλ 

Μαναγερ Ρεσεαρχη γρουπ. Ηε χονδυχτσ τηορ−

ουγη αναλψσισ οφ ινϖεστmεντ mαναγερσ ανδ 

χοmπιλεσ δεταιλεδ ρεσεαρχη ρεπορτσ φορ χλιεντσ 

ανδ τηε Μαναγερ Σεαρχη Χοmmιττεε.

 

ϑαψ Κλοεπφερ ισ διρεχτορ οφ Χαπιταλ Μαρκετσ ανδ  

Αλτερνατιϖεσ Ρεσεαρχη. Ηε οϖερσεεσ Χαλλαν�σ 

Χαπιταλ Μαρκετσ, Ηεδγε Φυνδ, ανδ Πριϖατε 

Μαρκετσ ρεσεαρχη γρουπσ. ϑαψ ισ αυτηορ οφ τηε  

�Χαλλαν Περιοδιχ Ταβλε οφ Ινϖεστmεντ Ρετυρνσ.�

Ματτ Λαι ισ αν αναλψστ ιν Χαλλαν�σ Γλοβαλ 

Μαναγερ Ρεσεαρχη γρουπ. Ματτ�σ ρολε ωιτηιν 

ΓΜΡ ινχλυδεσ τηε θυαντιτατιϖε ανδ θυαλιτατιϖε 

αναλψσισ οφ ινϖεστmεντ mαναγερσ, ασ ωελλ ασ 

τηε χοmπιλατιον οφ δεταιλεδ ρεσεαρχη ρεπορτσ φορ 

χλιεντσ ανδ τηε Μαναγερ Σεαρχη Χοmmιττεε. 

Λαυρεν Ματηιασ, ΧΦΑ, ισ α δοmεστιχ εθυιτψ χον−

συλταντ ιν Χαλλαν�σ Γλοβαλ Μαναγερ Ρεσεαρχη 

γρουπ. Σηε ισ ρεσπονσιβλε φορ ρεσεαρχη ανδ 

αναλψσισ οφ δοmεστιχ εθυιτψ mαναγερσ ανδ  

ασσιστσ πλαν σπονσορ χλιεντσ ωιτη mαναγερ 

σεαρχηεσ. Λαυρεν αλσο οϖερσεεσ τηε Χαλλαν 

Χοννεχτσ προγραm.

ϑιm ΜχΚεε ισ διρεχτορ οφ Χαλλαν�σ Ηεδγε 

Φυνδ Ρεσεαρχη γρουπ. ϑιm σπεχιαλιζεσ ιν 

ηεδγε φυνδ ρεσεαρχη αδδρεσσινγ ρελατεδ  

ισσυεσ οφ ασσετ αλλοχατιον, mαναγερ στρυχτυρε, 

mαναγερ σεαρχη, ανδ περφορmανχε εϖαλυατιον 

φορ Χαλλαν�σ ινστιτυτιοναλ χλιεντσ. 

Αυτηορσ
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Certain information herein has been compiled by Callan and is based on information provided by a variety of  sources believed to be 

reliable for which Callan has not necessarily veriied the accuracy or completeness of  or updated. This report is for informational pur-

poses only and should not be construed as legal or tax advice on any matter. Any investment decision you make on the basis of  this 

report is your sole responsibility. You should consult with legal and tax advisers before applying any of  this information to your particular 

situation. Reference in this report to any product, service or entity should not be construed as a recommendation, approval, ailiation or 

endorsement of  such product, service or entity by Callan. Past performance is no guarantee of  future results. This report may consist of  

statements of  opinion, which are made as of  the date they are expressed and are not statements of  fact. The Callan Investments Institute 

(the “Institute”) is, and will be, the sole owner and copyright holder of  all material prepared or developed by the Institute. No party has 

the right to reproduce, revise, resell, disseminate externally, disseminate to subsidiaries or parents, or post on internal web sites any 

part of  any material prepared or developed by the Institute, without the Institute’s permission. Institute clients only have the right to utilize 

such material internally in their business.

Τηε Capital Market Review ισ α θυαρτερλψ mαχροεχονοmιχ ινδιχατορ νεωσλεττερ τηατ προϖιδεσ τηουγητφυλ 

insights on the economy and recent performance in the equity, ixed income, alternatives, international, 

ρεαλ εστατε, ανδ οτηερ χαπιταλ mαρκετσ.
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Αβουτ Χαλλαν

Callan was founded as an employee-owned investment consulting irm in 1973. Ever since, we have 

εmποωερεδ ινστιτυτιοναλ χλιεντσ ωιτη χρεατιϖε, χυστοmιζεδ ινϖεστmεντ σολυτιονσ τηατ αρε υνιθυελψ βαχκεδ 

βψ προπριεταρψ ρεσεαρχη, εξχλυσιϖε δατα, ονγοινγ εδυχατιον ανδ δεχισιον συππορτ. Τοδαψ, Χαλλαν αδϖισεσ 

ον mορε τηαν ∃1.8 τριλλιον ιν τοταλ ασσετσ, ωηιχη mακεσ υσ αmονγ τηε λαργεστ ινδεπενδεντλψ οωνεδ ινϖεστ−

ment consulting irms in the U.S. We use a client-focused consulting model to serve public and private 

pension plan sponsors, endowments, foundations, operating funds, smaller investment consulting irms, 

investment managers, and inancial intermediaries. For more information, please visit www.callan.com.

Αβουτ τηε Χαλλαν Ινϖεστmεντσ Ινστιτυτε

Τηε Χαλλαν Ινϖεστmεντσ Ινστιτυτε, εσταβλισηεδ ιν 1980, ισ α σουρχε οφ χοντινυινγ εδυχατιον φορ τηοσε ιν 

τηε ινστιτυτιοναλ ινϖεστmεντ χοmmυνιτψ. Τηε Ινστιτυτε χονδυχτσ χονφερενχεσ ανδ ωορκσηοπσ ανδ προϖιδεσ 

πυβλισηεδ ρεσεαρχη, συρϖεψσ, ανδ νεωσλεττερσ. Τηε Ινστιτυτε στριϖεσ το πρεσεντ τηε mοστ τιmελψ ανδ ρελεϖαντ 

ρεσεαρχη ανδ εδυχατιον αϖαιλαβλε σο ουρ χλιεντσ ανδ ουρ ασσοχιατεσ σταψ αβρεαστ οφ ιmπορταντ τρενδσ ιν τηε 

ινϖεστmεντσ ινδυστρψ.

© 2015 Callan Associates Inc.



Actual vs Target Asset Allocation
As of December 31, 2014

The first chart below shows the Fund’s asset allocation as of December 31, 2014. The second chart shows the Fund’s target
asset allocation as outlined in the investment policy statement.

Actual Asset Allocation
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$000s Weight Percent $000s
Asset Class Actual Actual Target Difference Difference
Large Cap         865,411   16.5%   16.5%    0.0%           1,235
Small Cap         317,465    6.1%    5.9%    0.2%           8,456
International Equity         725,419   13.9%   14.2% (0.3%) (18,296)
Domestic Fixed Income      1,960,801   37.4%   37.5% (0.1%) (3,237)
Diversified Real Assets         467,222    8.9%    9.0% (0.1%) (4,147)
Short Term Fixed Income        558,285   10.7%   10.8% (0.1%) (7,358)
Cash & Equivalents          88,456    1.7%    1.4%    0.3%          15,132
Real Estate         254,374    4.9%    4.7%    0.2%           8,215
Total       5,237,432  100.0%  100.0%

* Current Quarter Target = 37.5% Barclays Aggregate Index, 16.5% Russell 1000 Index, 14.2% MSCI EAFE Index, 10.8% Barclays Gov 1-3 Yr, 9.0%

NDSIB INS - DRA Weighted Benchmark, 5.9% Russell 2000 Index, 4.7% NCREIF Total Index and 1.4% 3-month Treasury Bill.
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Quarterly Total Fund Relative Attribution - December 31, 2014

The following analysis approaches Total Fund Attribution from the perspective of relative return. Relative return attribution
separates and quantifies the sources of total fund excess return relative to its target. This excess return is separated into two
relative attribution effects: Asset Allocation Effect and Manager Selection Effect. The Asset Allocation Effect represents the
excess return due to the actual total fund asset allocation differing from the target asset allocation. Manager Selection Effect
represents the total fund impact of the individual managers excess returns relative to their benchmarks.

Asset Class Under or Overweighting
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Actual vs Target Returns
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Manager Effect Asset Allocation Total

Relative Attribution Effects for Quarter ended December 31, 2014

Effective Effective Total
Actual Target Actual Target Manager Asset Relative

Asset Class Weight Weight Return Return Effect Allocation Return
Large Cap 16% 16% 5.40% 4.88% 0.08% (0.00%) 0.08%
Small Cap 6% 6% 10.38% 9.73% 0.04% (0.02%) 0.02%
Domestic Fixed Income 36% 37% 1.55% 1.79% (0.09%) 0.00% (0.08%)
Real Estate 5% 5% 3.69% 3.04% 0.03% 0.00% 0.03%
International Equity 14% 14% (2.75%) (3.57%) 0.12% 0.01% 0.13%
Diversified Real Assets 8% 8% (0.06%) 0.34% (0.03%) 0.00% (0.03%)
Short Term Fixed Income14% 12% 0.34% 0.19% 0.03% (0.02%) 0.01%
Cash & Equivalents 2% 2% 0.00% 0.00% (0.00%) 0.00% 0.00%

Total = + +1.84% 1.69% 0.18% (0.02%) 0.16%

* Current Quarter Target = 37.5% Barclays Aggregate Index, 16.5% Russell 1000 Index, 14.2% MSCI EAFE Index, 10.8% Barclays Gov 1-3 Yr, 9.0%

NDSIB INS - DRA Weighted Benchmark, 5.9% Russell 2000 Index, 4.7% NCREIF Total Index and 1.4% 3-month Treasury Bill.
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Cumulative Total Fund Relative Attribution - December 31, 2014

The charts below accumulate the Total Fund Attribution Analysis (shown earlier) over multiple periods to examine the
cumulative sources of excess total fund performance relative to target. These cumulative results quantify the longer-term
sources of total fund excess return relative to target by asset class. These relative attribution effects separate the cumulative
sources of total fund excess return into Asset Allocation Effect and Manager Selection Effect.

One Year Relative Attribution Effects

(1.0%) (0.5%) 0.0% 0.5% 1.0% 1.5%

Large Cap

Small Cap

Domestic Fixed Income

Real Estate

International Equity

Diversified Real Assets

Short Term Fixed Income

Cash & Equivalents

Total

Manager Effect Asset Allocation Total

Cumulative Relative Attribution Effects

(0.6%)

(0.4%)

(0.2%)

0.0%

0.2%

0.4%

0.6%

0.8%

1.0%

1.2%
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One Year Relative Attribution Effects

Effective Effective Total
Actual Target Actual Target Manager Asset Relative

Asset Class Weight Weight Return Return Effect Allocation Return
Large Cap 13% 14% 13.33% 13.24% 0.04% (0.10%) (0.06%)
Small Cap 5% 5% 5.84% 4.89% 0.05% (0.05%) 0.00%
Domestic Fixed Income 33% 34% 7.71% 5.97% 0.54% (0.06%) 0.49%
Real Estate 5% 5% 10.24% 11.82% (0.07%) 0.00% (0.07%)
International Equity 11% 12% (4.50%) (4.90%) 0.05% (0.05%) 0.00%
Diversified Real Assets 9% 9% 6.76% 5.28% 0.13% (0.00%) 0.12%
Short Term Fixed Income23% 21% 1.54% 0.64% 0.25% (0.10%) 0.15%
Cash & Equivalents 2% 2% 0.01% 0.03% (0.00%) (0.00%) (0.00%)

Total = + +5.27% 4.64% 0.99% (0.36%) 0.64%

* Current Quarter Target = 37.5% Barclays Aggregate Index, 16.5% Russell 1000 Index, 14.2% MSCI EAFE Index, 10.8% Barclays Gov 1-3 Yr, 9.0%

NDSIB INS - DRA Weighted Benchmark, 5.9% Russell 2000 Index, 4.7% NCREIF Total Index and 1.4% 3-month Treasury Bill.
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Cumulative Total Fund Relative Attribution - December 31, 2014

The charts below accumulate the Total Fund Attribution Analysis (shown earlier) over multiple periods to examine the
cumulative sources of excess total fund performance relative to target. These cumulative results quantify the longer-term
sources of total fund excess return relative to target by asset class. These relative attribution effects separate the cumulative
sources of total fund excess return into Asset Allocation Effect and Manager Selection Effect.

Three Year Annualized Relative Attribution Effects
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Three Year Annualized Relative Attribution Effects

Effective Effective Total
Actual Target Actual Target Manager Asset Relative

Asset Class Weight Weight Return Return Effect Allocation Return
Large Cap 9% 9% 22.13% 20.62% 0.10% (0.01%) 0.09%
Small Cap 3% 3% 21.36% 19.21% 0.06% (0.00%) 0.06%
Domestic Fixed Income 32% 32% 6.60% 2.66% 1.31% (0.00%) 1.30%
Real Estate 4% 4% 14.70% 11.11% 0.13% 0.02% 0.14%
International Equity 7% 7% 12.79% 11.06% 0.08% (0.05%) 0.03%
Diversified Real Assets 11% 11% 4.26% 3.25% 0.09% (0.00%) 0.08%
Short Term Fixed Income32% 32% 1.67% 0.51% 0.37% (0.05%) 0.32%
Cash & Equivalents 2% 2% 0.14% 0.07% 0.00% 0.02% 0.02%

Total = + +6.52% 4.46% 2.14% (0.08%) 2.06%

* Current Quarter Target = 37.5% Barclays Aggregate Index, 16.5% Russell 1000 Index, 14.2% MSCI EAFE Index, 10.8% Barclays Gov 1-3 Yr, 9.0%

NDSIB INS - DRA Weighted Benchmark, 5.9% Russell 2000 Index, 4.7% NCREIF Total Index and 1.4% 3-month Treasury Bill.
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Cumulative Total Fund Relative Attribution - December 31, 2014

The charts below accumulate the Total Fund Attribution Analysis (shown earlier) over multiple periods to examine the
cumulative sources of excess total fund performance relative to target. These cumulative results quantify the longer-term
sources of total fund excess return relative to target by asset class. These relative attribution effects separate the cumulative
sources of total fund excess return into Asset Allocation Effect and Manager Selection Effect.

Five Year Annualized Relative Attribution Effects
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Five Year Annualized Relative Attribution Effects

Effective Effective Total
Actual Target Actual Target Manager Asset Relative

Asset Class Weight Weight Return Return Effect Allocation Return
Large Cap 9% 9% 16.21% 15.57% 0.05% (0.03%) 0.02%
Small Cap 3% 3% 17.28% 15.55% 0.05% (0.01%) 0.04%
Domestic Fixed Income 36% 36% 7.74% 4.45% 1.16% (0.00%) 1.16%
Real Estate 4% 4% 15.32% 12.13% 0.20% (0.04%) 0.16%
International Equity 6% 7% 6.71% 5.01% 0.10% (0.06%) 0.03%
Diversified Real Assets 14% 14% 4.36% 4.56% (0.10%) (0.01%) (0.11%)
Short Term Fixed Income24% 24% 2.18% 0.39% 0.37% (0.03%) 0.35%
Cash & Equivalents 3% 3% 0.20% 0.09% 0.00% 0.01% 0.01%

Total = + +6.77% 5.09% 1.84% (0.17%) 1.67%

* Current Quarter Target = 37.5% Barclays Aggregate Index, 16.5% Russell 1000 Index, 14.2% MSCI EAFE Index, 10.8% Barclays Gov 1-3 Yr, 9.0%

NDSIB INS - DRA Weighted Benchmark, 5.9% Russell 2000 Index, 4.7% NCREIF Total Index and 1.4% 3-month Treasury Bill.
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Cumulative Total Fund Relative Attribution - December 31, 2014

The charts below accumulate the Total Fund Attribution Analysis (shown earlier) over multiple periods to examine the
cumulative sources of excess total fund performance relative to target. These cumulative results quantify the longer-term
sources of total fund excess return relative to target by asset class. These relative attribution effects separate the cumulative
sources of total fund excess return into Asset Allocation Effect and Manager Selection Effect.

Ten Year Annualized Relative Attribution Effects
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Effective Effective Total
Actual Target Actual Target Manager Asset Relative

Asset Class Weight Weight Return Return Effect Allocation Return
Large Cap 10% 9% 7.61% 7.73% (0.02%) (0.02%) (0.04%)
Small Cap 3% 3% 8.47% 7.77% 0.03% (0.01%) 0.02%
Convertible Bonds 0% 0% - - (0.01%) 0.00% (0.01%)
Domestic Fixed Income 42% 42% 6.02% 4.73% 0.37% (0.00%) 0.36%
Real Estate 4% 5% 2.80% 8.38% (0.18%) (0.09%) (0.27%)
International Equity 7% 7% 5.37% 4.68% 0.05% 0.01% 0.05%
Diversified Real Assets 17% 17% 3.99% 4.60% (0.16%) 0.00% (0.16%)
Short Term Fixed Income13% 12% - - 0.22% (0.02%) 0.20%
Cash & Equivalents 4% 4% 1.69% 1.54% 0.01% (0.02%) (0.02%)

Total = + +4.90% 4.76% 0.30% (0.16%) 0.14%

* Current Quarter Target = 37.5% Barclays Aggregate Index, 16.5% Russell 1000 Index, 14.2% MSCI EAFE Index, 10.8% Barclays Gov 1-3 Yr, 9.0%

NDSIB INS - DRA Weighted Benchmark, 5.9% Russell 2000 Index, 4.7% NCREIF Total Index and 1.4% 3-month Treasury Bill.
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Cumulative Performance Relative to Target

The first chart below illustrates the cumulative performance of the Total Fund relative to the cumulative performance of the
Fund’s Target Asset Mix. The Target Mix is assumed to be rebalanced each quarter with no transaction costs. The second
chart below shows the return and the risk of the Total Fund and the Target Mix, contrasted with the returns and risks of the
funds in the Public Fund Sponsor Database.
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* Current Quarter Target = 37.5% Barclays Aggregate Index, 16.5% Russell 1000 Index, 14.2% MSCI EAFE Index, 10.8% Barclays Gov 1-3 Yr, 9.0%

NDSIB INS - DRA Weighted Benchmark, 5.9% Russell 2000 Index, 4.7% NCREIF Total Index and 1.4% 3-month Treasury Bill.
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Actual vs Target Historical Asset Allocation

The Historical asset allocation for a fund is by far the largest factor explaining its performance. The charts below show the
fund’s historical actual asset allocation, and the fund’s historical target asset allocation.

Actual Historical Asset Allocation
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* Current Quarter Target = 37.5% Barclays Aggregate Index, 16.5% Russell 1000 Index, 14.2% MSCI EAFE Index, 10.8% Barclays Gov 1-3 Yr, 9.0%

NDSIB INS - DRA Weighted Benchmark, 5.9% Russell 2000 Index, 4.7% NCREIF Total Index and 1.4% 3-month Treasury Bill.
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Asset Class Risk and Return

The charts below show the five year annualized risk and return for each asset class component of the Total Fund. The first
graph contrasts these values with those of the appropriate index for each asset class. The second chart contrasts them with
the risk and return of the median portfolio in each of the appropriate CAI comparative databases. In each case, the
crosshairs on the chart represent the return and risk of the Total Fund.
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Total Fund Ranking

The first two charts show the ranking of the Total Fund’s performance relative to that of the Public Fund Sponsor Database
for periods ended December 31, 2014. The first chart is a standard unadjusted ranking. In the second chart each fund in the
database is adjusted to have the same historical asset allocation as that of the Total Fund.

Public Fund Sponsor Database
R

e
tu

rn
s

0%

5%

10%

15%

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

(51)(56)

(73)
(86)

(97)

(99)

(95)

(98) (97)(97)

10th Percentile 2.86 7.91 13.27 11.10 7.34
25th Percentile 2.32 6.92 12.68 10.29 6.96

Median 1.86 6.09 11.31 9.49 6.52
75th Percentile 1.31 5.15 10.10 8.58 6.00
90th Percentile 0.65 4.20 9.09 7.81 5.56

Total Fund 1.84 5.27 6.52 6.77 4.90

Policy Target 1.69 4.64 4.46 5.09 4.76

Asset Allocation Adjusted Ranking

R
e

tu
rn

s

0%

1%

2%

3%

4%

5%

6%

7%

8%

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

(10)(28)

(5)

(20)

(10)

(94)

(6)

(90)
(46)(63)

10th Percentile 1.85 4.98 6.50 6.61 5.39
25th Percentile 1.70 4.54 6.00 6.14 5.15

Median 1.56 4.21 5.66 5.79 4.87
75th Percentile 1.35 3.73 5.19 5.50 4.59
90th Percentile 1.13 3.20 4.88 5.10 4.33

Total Fund 1.84 5.27 6.52 6.77 4.90
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* Current Quarter Target = 37.5% Barclays Aggregate Index, 16.5% Russell 1000 Index, 14.2% MSCI EAFE Index, 10.8% Barclays Gov 1-3 Yr, 9.0%

NDSIB INS - DRA Weighted Benchmark, 5.9% Russell 2000 Index, 4.7% NCREIF Total Index and 1.4% 3-month Treasury Bill.
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Asset Class Rankings

The charts below show the rankings of each asset class component of the Total Fund relative to appropriate comparative
databases. In the upper right corner of each graph is the weighted average of the rankings across the different asset classes.
The weights of the fund’s actual asset allocation are used to make this calculation. The weighted average ranking can be
viewed as a measure of the fund’s overall success in picking managers and structuring asset classes.
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Total Asset Class Performance
Five Years Ended December 31, 2014
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* Current Quarter Target = 37.5% Barclays Aggregate Index, 16.5% Russell 1000 Index, 14.2% MSCI EAFE Index, 10.8% Barclays Gov 1-3 Yr, 9.0%

NDSIB INS - DRA Weighted Benchmark, 5.9% Russell 2000 Index, 4.7% NCREIF Total Index and 1.4% 3-month Treasury Bill.
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Investment Manager Asset Allocation

The table below contrasts the distribution of assets across the Fund’s investment managers as of December 31, 2014, with
the distribution as of September 30, 2014. 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, 2014 September 30, 2014

Market Value Weight Net New Inv. Inv. Return Market Value Weight
Domestic Equity $1,182,875,404 22.59% $72,600,726 $71,946,915 $1,038,327,763 21.52%

     Large Cap $865,410,889 16.52% $49,170,418 $43,312,067 $772,928,404 16.02%
Parametric Clifton Large Cap 173,047,228 3.30% 9,000,000 8,144,800 155,902,428 3.23%
L.A. Capital 258,190,005 4.93% 12,881,794 13,377,249 231,930,962 4.81%
L.A. Capital Enhanced 173,030,127 3.30% 10,449,107 8,342,996 154,238,024 3.20%
LSV Asset Management 261,143,529 4.99% 16,839,517 13,447,022 230,856,990 4.78%

     Small Cap $317,464,515 6.06% $23,430,308 $28,634,848 $265,399,359 5.50%
Parametric Clifton Small Cap 224,295,366 4.28% 23,500,000 19,760,703 181,034,664 3.75%
Research Affiliates 93,169,148 1.78% (69,692) 8,874,145 84,364,695 1.75%

International Equity $725,419,112 13.85% $97,087,686 $(19,465,287) $647,796,713 13.42%
Capital Group 291,326,075 5.56% 34,757,743 (4,336,482) 260,904,814 5.41%
DFA Int’l Small Cap Value 72,810,518 1.39% 11,500,000 (2,668,596) 63,979,114 1.33%
LSV Asset Management 288,295,263 5.50% 40,329,946 (10,138,746) 258,104,063 5.35%
Vanguard Intl Explorer Fund 72,987,257 1.39% 10,499,997 (2,321,462) 64,808,722 1.34%

Domestic Fixed Income $1,960,800,609 37.44% $285,761,978 $26,835,526 $1,648,203,105 34.15%
Declaration Total Return 151,250,352 2.89% 12,999,998 1,488,482 136,761,872 2.83%
PIMCO DiSCO II 76,530,001 1.46% 0 (266,454) 76,796,455 1.59%
PIMCO Bravo II Fund 23,439,357 0.45% 5,000,000 718,571 17,720,786 0.37%
Prudential 159,073,043 3.04% 23,704,638 2,708,527 132,659,878 2.75%
SSgA US Govt Credit Bd Idx 277,740,641 5.30% 40,581,218 4,402,355 232,757,068 4.82%
Wells Capital 636,782,955 12.16% 101,253,284 8,740,874 526,788,797 10.92%
Western Asset Management 635,984,260 12.14% 102,222,839 9,043,172 524,718,249 10.87%

Diversified Real Assets $467,222,353 8.92% $68,902,455 $(264,933) $398,584,831 8.26%
Western Asset Management 308,464,385 5.89% 70,913,230 (1,082,402) 238,633,556 4.94%
JP Morgan Infrastructure 74,213,265 1.42% (202,143) (1,415,091) 75,830,499 1.57%
Eastern Timber Opportunities 63,866,004 1.22% (24,208) 1,672,743 62,217,469 1.29%
Grosvenor Cust. Infrastructure 20,678,700 0.39% (1,784,424) 559,817 21,903,307 0.45%

Real Estate $254,373,862 4.86% $14,471,119 $9,055,190 $230,847,552 4.78%
Invesco Core Real Estate 116,833,258 2.23% 14,896,074 3,950,596 97,986,588 2.03%
JP Morgan RE 137,540,603 2.63% (424,955) 5,104,594 132,860,965 2.75%

Short Term Fixed Income $558,285,198 10.66% $(232,171,671) $3,040,653 $787,416,216 16.32%
JP Morgan Short Term Bonds 239,907,534 4.58% 2,500,000 525,462 236,882,072 4.91%
Babson Short Term Bonds 241,728,368 4.62% 1,409,018 1,452,240 238,867,110 4.95%
Babson Short Term - Legacy 43,642,546 0.83% (129,580,689) 841,186 172,382,049 3.57%
JP Morgan Short Term - Legacy 33,006,749 0.63% (106,500,000) 221,764 139,284,985 2.89%

Cash & Equivalents $88,455,883 1.69% $13,702,535 $2,299 $74,751,048 1.55%
Cash Account 88,455,883 1.69% 13,702,535 2,299 74,751,048 1.55%

Total Fund $5,237,432,421 100.0% $320,354,829 $91,150,364 $4,825,927,228 100.0%
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Investment Manager Returns

The table below details the rates of return for the Fund’s investment managers over various time periods ended December
31, 2014. 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, 2014

Last Last Last
Last Last  3  5  10

Quarter Year Years Years Years
Domestic Equity

Gross 6.67% 11.41% 21.96% 16.49% 7.68%

Net 6.63% 11.21% 21.68% 16.11% 7.31%

Large Cap Equity
Gross 5.40% 13.33% 22.13% 16.21% 7.61%

Net 5.35% 13.14% 21.90% 15.92% 7.28%

   Benchmark(1) 4.88% 13.24% 20.62% 15.57% 7.73%

Parametric Clifton Large Cap - Gross 5.15% 14.74% 20.90% 16.17% -

Parametric Clifton Large Cap - Net 5.15% 14.67% 20.77% 15.79% -

   S&P 500 Index 4.93% 13.69% 20.41% 15.45% 7.67%

L.A. Capital - Gross 5.47% 13.05% 21.39% 16.58% 9.60%

L.A. Capital - Net 5.42% 12.86% 21.15% 16.34% 9.40%

   Russell 1000 Growth Index 4.78% 13.05% 20.26% 15.81% 8.49%

L.A. Capital Enhanced - Gross 5.25% 12.24% 21.08% 16.09% 9.20%

L.A. Capital Enhanced - Net 5.22% 12.11% 20.93% 15.89% 9.02%

   Russell 1000 Index 4.88% 13.24% 20.62% 15.64% 7.96%

LSV Asset Management - Gross 5.54% 13.37% 24.30% 17.21% 9.11%

LSV Asset Management - Net 5.46% 13.08% 23.95% 16.85% 8.78%

   Russell 1000 Value Index 4.98% 13.45% 20.89% 15.42% 7.30%

Small Cap Equity
Gross 10.38% 5.84% 21.36% 17.28% 8.47%

Net 10.36% 5.58% 20.92% 16.64% 7.98%

   Russell 2000 Index 9.73% 4.89% 19.21% 15.55% 7.77%

Parametric Clifton Small Cap - Gross 10.44% 6.85% 20.71% 17.09% -

Parametric Clifton SmallCap - Net 10.44% 6.64% 20.31% 16.32% -

   Russell 2000 Index 9.73% 4.89% 19.21% 15.55% 7.77%

Research Affiliates - Gross 10.52% 5.03% 21.97% 17.54% -

Research Affiliates - Net 10.44% 4.72% 21.50% 17.04% -

   Russell 2000 9.73% 4.89% 19.21% 15.55% 7.77%

International Equity
Gross (2.75%) (4.50%) 12.79% 6.71% 5.37%

Net (2.82%) (4.83%) 12.37% 6.39% 5.08%

   Benchmark(2) (3.57%) (4.90%) 11.06% 5.01% 4.68%

Capital Group - Gross (1.43%) (4.67%) 12.31% 6.46% 5.37%

Capital Group - Net (1.52%) (5.00%) 12.01% 6.28% 5.24%

   Benchmark(2) (3.57%) (4.90%) 11.06% 5.01% 4.68%

DFA Intl Small Cap Value - Net (3.97%) (4.99%) 15.42% 8.43% -

World  ex US SC Va (4.08%) (5.87%) 12.85% 7.60% 6.43%

LSV Asset Management - Gross (3.60%) (4.84%) 12.19% 5.80% 4.67%

LSV Asset Management - Net (3.70%) (5.21%) 11.70% 5.44% 4.35%

   Benchmark(2) (3.57%) (4.90%) 11.06% 5.01% 4.68%

Vanguard Intl Explorer Fund - Net (3.50%) (2.87%) 14.26% 7.97% 6.65%

   BMI, EPAC, <$2 B (4.44%) (4.00%) 11.77% 7.15% 5.83%

(1) S&P 500 Index through 12/31/2011 and Russell 1000 Index thereafter.

(2) MSCI EAFE through 9/30/2000; 50% Hedged EAFE through 3/31/2011 and MSCI EAFE again thereafter.
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Investment Manager Returns

The table below details the rates of return for the Fund’s investment managers over various time periods ended December
31, 2014. 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, 2014

Last Last Last
Last Last  3  5  10

Quarter Year Years Years Years

Domestic Fixed Income
Gross 1.55% 7.71% 6.60% 7.74% 6.02%
Net 1.52% 7.56% 6.44% 7.57% 5.84%
   Barclays Aggregate Index 1.79% 5.97% 2.66% 4.45% 4.71%

Declaration Total Return - Net 0.99% 6.22% - - -
   Libor-3 Month 0.06% 0.23% 0.32% 0.34% 1.98%

PIMCO DiSCO II - Net (0.35%) 6.88% 20.16% - -
PIMCO Bravo II Fund - Net 3.49% 28.50% - - -
   Barclays Aggregate Index 1.79% 5.97% 2.66% 4.45% 4.71%

Prudential - Gross 1.97% 6.70% 5.18% 6.79% -
Prudential - Net 1.90% 6.41% 4.96% 6.66% -
   Barclays Aggregate Index 1.79% 5.97% 2.66% 4.45% 4.71%

Wells Capital - Gross 1.59% 8.94% 6.55% 8.04% 7.05%
Wells Capital - Net 1.55% 8.74% 6.33% 7.82% 6.82%
   Barclays Baa Credit 3% 1.27% 8.31% 5.69% 7.30% 6.29%

Western Asset -  Gross 1.63% 7.39% 5.00% 6.95% 5.49%
Western Asset - Net 1.60% 7.24% 4.83% 6.77% 5.29%
   Barclays Aggregate 1.79% 5.97% 2.66% 4.45% 4.71%

SSgA US Govt Cr Bd Idx - Gross 1.83% 6.01% - - -
SSgA US Govt Cr Bd Idx - Net 1.82% 5.97% - - -
   Barclays Govt/Credit Bd 1.82% 6.01% 2.76% 4.69% 4.70%

Diversified Real Assets
Gross (0.06%) 6.76% 4.26% 4.36% 3.99%
Net (0.12%) 6.48% 3.95% 3.97% 3.75%
   Weighted Benchmark 0.34% - - - -

Western Asset - Gross (0.43%) 4.27% 1.78% 3.50% 3.76%
Western Asset - Net (0.46%) 4.12% 1.61% 3.29% 3.62%
   Barclays Glbl Inftn-Linked(1) (0.14%) 3.41% 2.63% 4.19% 4.41%

JP Morgan Infrastructure - Gross (1.87%) 5.97% 8.54% 6.48% -
JP Morgan Infrastructure - Net (2.09%) 5.01% 7.43% 5.18% -
   CPI-W (1.82%) 0.32% 1.15% 1.66% 2.14%

Eastern Timber Opportunities - Net 2.69% 15.44% 6.30% 4.65% -
   NCREIF Timberland Index 6.02% 10.48% 9.30% 5.78% 8.30%

Grosvenor Cust. Infrastructure - Net 2.81% 13.27% 13.37% - -
   CPI-W (1.82%) 0.32% 1.15% 1.66% 2.14%

(1) Barclays US TIPS through 12/31/2009 and Barclays Global Inflation-Linked thereafter.
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Investment Manager Returns

The table below details the rates of return for the Fund’s investment managers over various time periods ended December
31, 2014. 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, 2014

Last Last Last
Last Last  3  5  10

Quarter Year Years Years Years

Real Estate
Gross 3.69% 10.24% 14.70% 15.32% -
Net 3.50% 9.43% 13.61% 14.10% -
   NCREIF Total Index 3.04% 11.82% 11.11% 12.13% 8.38%

Invesco Core Real Estate - Gross 3.50% 12.35% - - -
Invesco Core Real Estate - Net 3.40% 11.92% - - -
   NCREIF Total Index 3.04% 11.82% 11.11% 12.13% 8.38%

JP Morgan - Gross 3.84% 8.75% 15.42% 15.76% -
JP Morgan - Net 3.57% 7.73% 14.06% 14.37% -
   NCREIF Total Index 3.04% 11.82% 11.11% 12.13% 8.38%

Short Term Fixed Income
Gross 0.34% 1.54% 1.67% 2.18% -
Net 0.32% 1.37% 1.56% 2.11% -
   Barclays Gov 1-3 Yr 0.19% 0.64% 0.51% 1.09% 2.62%

Babson Short Term Bonds - Gross 0.61% 1.88% 2.19% - -
Babson Short Term Bonds - Net 0.57% 1.70% 2.04% - -
   Barclays Gov 1-3 Yr 0.19% 0.64% 0.51% 1.09% 2.62%

Babson Short Term Legacy -  Gross 0.45% 2.35% 2.22% - -
Babson Short Term Legacy - Net 0.38% 2.08% 2.08% - -
   Barclays Gov 1-3 Yr 0.19% 0.64% 0.51% 1.09% 2.62%

JP Morgan Short Term Bds - Gross 0.22% 1.07% 1.12% - -
JP Morgan Short Term Bds - Net 0.22% 0.99% 1.04% - -
   Barclays Gov/Credit 1-3 Y 0.17% 0.77% 0.89% 1.41% 2.85%

JPMorgan Short Term Legacy - Gross 0.04% 0.76% 0.96% - -
JPMorgan Short Term Legacy - Net 0.04% 0.63% 0.88% - -
   Barclays Gov/Credit 1-3 Y 0.17% 0.77% 0.89% 1.41% 2.85%

Cash & Equivalents - Net 0.00% 0.01% 0.14% 0.20% 1.69%
Cash Account- Net 0.00% 0.01% 0.14% 0.20% 1.69%
   90 Day Treasury Bills 0.00% 0.03% 0.07% 0.09% 1.54%

Total Fund
Gross 1.84% 5.27% 6.52% 6.77% 4.90%
Net 1.79% 5.05% 6.30% 6.52% 4.66%
   Target* 1.69% 4.64% 4.46% 5.09% 4.76%

* Current Quarter Target = 37.5% Barclays Aggregate Index, 16.5% Russell 1000 Index, 14.2% MSCI EAFE Index, 10.8%
Barclays Gov 1-3 Yr, 9.0% NDSIB INS - DRA Weighted Benchmark, 5.9% Russell 2000 Index, 4.7% NCREIF Total Index and
1.4% 3-month Treasury Bill.
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Actual vs Target Asset Allocation
As of December 31, 2014

The first chart below shows the Fund’s asset allocation as of December 31, 2014. The second chart shows the Fund’s target
asset allocation as outlined in the investment policy statement.

Actual Asset Allocation

Large Cap Equity
12%

Small Cap Equity
4%

International Equity
9%

Domestic Fixed Income
53%

Diversified Real Assets
15%

Real Estate
6%

Cash & Equivalents
1%

Target Asset Allocation

Large Cap Equity
12%

Small Cap Equity
4%

International Equity
9%

Domestic Fixed Income
53%

Diversified Real Assets
15%

Real Estate
6%

Cash & Equivalents
1%

$000s Weight Percent $000s
Asset Class Actual Actual Target Difference Difference
Large Cap Equity         206,636   12.1%   12.0%    0.1%           1,358
Small Cap Equity          71,053    4.2%    4.0%    0.2%           2,627
International Equity         149,251    8.7%    9.0% (0.3%) (4,707)
Domestic Fixed Income         904,702   52.9%   53.0% (0.1%) (1,941)
Diversified Real Assets         251,473   14.7%   15.0% (0.3%) (5,124)
Real Estate         108,811    6.4%    6.0%    0.4%           6,172
Cash & Equivalents          18,721    1.1%    1.0%    0.1%           1,615
Total       1,710,648  100.0%  100.0%

* Current Quarter Target = 53.0% Barclays Aggregate Index, 15.0% NDSIB WSI - DRA Weighted Benchmark, 12.0% Russell 1000 Index, 9.0% MSCI EAFE

Index, 6.0% NCREIF Total Index, 4.0% Russell 2000 Index and 1.0% 3-month Treasury Bill.
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Quarterly Total Fund Relative Attribution - December 31, 2014

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

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

Large Cap Equity 0.09%

Small Cap Equity 0.12%
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International Equity (0.10%)

Diversified Real Assets (0.13%)

Cash & Equivalents (0.32%)
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Real Estate
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Diversified Real Assets

Cash & Equivalents

Total

Actual vs Target Returns

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

5.50%
4.88%

10.46%
9.73%

1.54%
1.79%

3.68%
3.04%

(2.73%)
(3.57%)

0.19%
0.73%

0.00%
0.00%

1.91%
1.88%

Actual Target

Relative Attribution by Asset Class

(0.20%) (0.15%) (0.10%) (0.05%) 0.00% 0.05% 0.10% 0.15%

Manager Effect Asset Allocation Total

Relative Attribution Effects for Quarter ended December 31, 2014

Effective Effective Total
Actual Target Actual Target Manager Asset Relative

Asset Class Weight Weight Return Return Effect Allocation Return
Large Cap Equity 12% 12% 5.50% 4.88% 0.07% 0.00% 0.07%
Small Cap Equity 4% 4% 10.46% 9.73% 0.03% 0.00% 0.03%
Domestic Fixed Income 53% 53% 1.54% 1.79% (0.13%) (0.00%) (0.13%)
Real Estate 6% 6% 3.68% 3.04% 0.04% 0.00% 0.04%
International Equity 9% 9% (2.73%) (3.57%) 0.08% 0.00% 0.08%
Diversified Real Assets 15% 15% 0.19% 0.73% (0.08%) 0.00% (0.08%)
Cash & Equivalents 1% 1% 0.00% 0.00% (0.00%) 0.01% 0.01%

Total = + +1.91% 1.88% 0.00% 0.02% 0.02%

* Current Quarter Target = 53.0% Barclays Aggregate Index, 15.0% NDSIB WSI - DRA Weighted Benchmark, 12.0% Russell 1000 Index, 9.0% MSCI EAFE

Index, 6.0% NCREIF Total Index, 4.0% Russell 2000 Index and 1.0% 3-month Treasury Bill.
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Cumulative Total Fund Relative Attribution - December 31, 2014

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%

Large Cap Equity

Small Cap Equity

Domestic Fixed Income

Real Estate

International Equity

Diversified Real Assets

Cash & Equivalents

Total

Manager Effect Asset Allocation Total

Cumulative Relative Attribution Effects

(0.2%)

0.0%

0.2%

0.4%

0.6%

0.8%

1.0%

1.2%

1.4%

2014

Manager Effect

Asset Allocation

Total

One Year Relative Attribution Effects

Effective Effective Total
Actual Target Actual Target Manager Asset Relative

Asset Class Weight Weight Return Return Effect Allocation Return
Large Cap Equity 11% 11% 13.40% 13.24% 0.02% 0.00% 0.02%
Small Cap Equity 4% 4% 5.97% 4.89% 0.04% 0.02% 0.06%
Domestic Fixed Income 52% 52% 7.65% 5.97% 0.85% (0.00%) 0.84%
Real Estate 6% 6% 10.19% 11.82% (0.10%) 0.02% (0.08%)
International Equity 8% 8% (4.72%) (4.90%) 0.03% 0.02% 0.05%
Diversified Real Assets 19% 19% 8.07% 6.46% 0.29% 0.01% 0.29%
Cash & Equivalents 1% 1% 0.01% 0.03% (0.00%) 0.03% 0.03%

Total = + +7.50% 6.28% 1.12% 0.10% 1.21%

* Current Quarter Target = 53.0% Barclays Aggregate Index, 15.0% NDSIB WSI - DRA Weighted Benchmark, 12.0% Russell 1000 Index, 9.0% MSCI EAFE

Index, 6.0% NCREIF Total Index, 4.0% Russell 2000 Index and 1.0% 3-month Treasury Bill.
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Cumulative Total Fund Relative Attribution - December 31, 2014

The charts below accumulate the Total Fund Attribution Analysis (shown earlier) over multiple periods to examine the
cumulative sources of excess total fund performance relative to target. These cumulative results quantify the longer-term
sources of total fund excess return relative to target by asset class. These relative attribution effects separate the cumulative
sources of total fund excess return into Asset Allocation Effect and Manager Selection Effect.

Three Year Annualized Relative Attribution Effects
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Three Year Annualized Relative Attribution Effects

Effective Effective Total
Actual Target Actual Target Manager Asset Relative

Asset Class Weight Weight Return Return Effect Allocation Return
Large Cap Equity 10% 10% 22.09% 20.62% 0.14% 0.04% 0.17%
Small Cap Equity 4% 3% 21.38% 19.21% 0.07% 0.03% 0.10%
Domestic Fixed Income 51% 51% 6.61% 2.66% 2.06% 0.01% 2.07%
Real Estate 7% 6% 14.66% 11.11% 0.23% 0.03% 0.26%
International Equity 7% 7% 12.55% 11.06% 0.10% (0.01%) 0.09%
Diversified Real Assets 20% 21% 4.69% 3.63% 0.20% 0.02% 0.22%
Cash & Equivalents 1% 1% 0.14% 0.07% 0.00% 0.02% 0.02%

Total = + +9.15% 6.20% 2.82% 0.13% 2.95%

* Current Quarter Target = 53.0% Barclays Aggregate Index, 15.0% NDSIB WSI - DRA Weighted Benchmark, 12.0% Russell 1000 Index, 9.0% MSCI EAFE

Index, 6.0% NCREIF Total Index, 4.0% Russell 2000 Index and 1.0% 3-month Treasury Bill.
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Cumulative Total Fund Relative Attribution - December 31, 2014

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.

Four and One-Half Year Annualized Relative Attribution Effects
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Four and One-Half Year Annualized Relative Attribution Effects

Effective Effective Total
Actual Target Actual Target Manager Asset Relative

Asset Class Weight Weight Return Return Effect Allocation Return
Large Cap Equity 10% 10% 20.01% 19.26% 0.08% 0.07% 0.15%
Small Cap Equity 4% 3% 19.47% 17.93% 0.05% (0.01%) 0.04%
Domestic Fixed Income 51% 51% 7.09% 3.75% 1.76% (0.06%) 1.70%
Real Estate 6% 6% 18.89% 12.56% 0.37% 0.03% 0.39%
International Equity 7% 7% 9.46% 8.05% 0.10% (0.04%) 0.06%
Diversified Real Assets 21% 21% 5.47% 6.19% (0.14%) (0.00%) (0.15%)
Cash & Equivalents 1% 1% 0.19% 0.09% 0.00% 0.01% 0.01%

Total = + +9.34% 7.14% 2.21% (0.01%) 2.21%

* Current Quarter Target = 53.0% Barclays Aggregate Index, 15.0% NDSIB WSI - DRA Weighted Benchmark, 12.0% Russell 1000 Index, 9.0% MSCI EAFE

Index, 6.0% NCREIF Total Index, 4.0% Russell 2000 Index and 1.0% 3-month Treasury Bill.
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NDSIB - Workforce Safety & Insurance
Cumulative Results
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Actual vs Target Historical Asset Allocation

The Historical asset allocation for a fund is by far the largest factor explaining its performance. The charts below show the
fund’s historical actual asset allocation, and the fund’s historical target asset allocation.
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* Current Quarter Target = 53.0% Barclays Aggregate Index, 15.0% NDSIB WSI - DRA Weighted Benchmark, 12.0% Russell 1000 Index, 9.0% MSCI EAFE

Index, 6.0% NCREIF Total Index, 4.0% Russell 2000 Index and 1.0% 3-month Treasury Bill.
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Asset Class Rankings

The charts below show the rankings of each asset class component of the Total Fund relative to appropriate comparative
databases. In the upper right corner of each graph is the weighted average of the rankings across the different asset classes.
The weights of the fund’s actual asset allocation are used to make this calculation. The weighted average ranking can be
viewed as a measure of the fund’s overall success in picking managers and structuring asset classes.
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Total Asset Class Performance
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* Current Quarter Target = 53.0% Barclays Aggregate Index, 15.0% NDSIB WSI - DRA Weighted Benchmark, 12.0% Russell 1000 Index, 9.0% MSCI EAFE

Index, 6.0% NCREIF Total Index, 4.0% Russell 2000 Index and 1.0% 3-month Treasury Bill.
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Asset Class Allocation

The table below contrasts the distribution of assets across the Fund’s investment managers as of December 31, 2014, with
the distribution as of September 30, 2014. The change in asset distribution is broken down into the dollar change due to Net
New Investment and the dollar change due to Investment Return.

Asset Class Allocation

December 31, 2014 September 30, 2014

Market Value Weight Net New Inv. Inv. Return Market Value Weight
Large Cap Equity $206,636,160 12.08% $(5,821,181) $11,060,215 $201,397,126 11.94%

Small Cap Equity $71,053,398 4.15% $(3,370,718) $6,987,422 $67,436,694 4.00%

International Equity $149,251,054 8.72% $2,275,108 $(4,191,283) $151,167,229 8.96%

Domestic Fixed Income $904,701,905 52.89% $(7,888,402) $13,857,363 $898,732,944 53.29%

Diversified Real Assets $251,472,971 14.70% $(2,034,982) $495,464 $253,012,489 15.00%

Real Estate $108,810,981 6.36% $(219,109) $3,866,324 $105,163,767 6.24%

Cash & Equivalents $18,721,325 1.09% $9,089,938 $292 $9,631,095 0.57%

Total Fund $1,710,647,794 100.0% $(7,969,347) $32,075,796 $1,686,541,344 100.0%

PLEASE REFER TO PAGE 38 FOR INVESTMENT MANAGER LEVEL ASSET ALLOCATION.
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Asset Class Returns

The table below details the rates of return for the Fund’s investment managers over various time periods ended December
31, 2014. 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, 2014

Last Last
Last Last  3 4-1/2

Quarter Year Years Years

Large Cap Equity
Gross 5.50% 13.40% 22.09% 20.01%
Net 5.45% 13.22% 21.87% 19.72%
   Benchmark(1) 4.88% 13.24% 20.62% 19.26%

Small Cap Equity
Gross 10.46% 5.97% 21.38% 19.47%
Net 10.43% 5.71% 20.94% 18.76%
   Russell 2000 9.73% 4.89% 19.21% 17.93%

International Equity
Gross (2.73%) (4.72%) 12.55% 9.46%
Net (2.81%) (5.00%) 12.15% 9.04%
   Benchmark(2) (3.57%) (4.90%) 11.06% 8.05%

Domestic Fixed Income
Gross 1.54% 7.65% 6.61% 7.09%
Net 1.51% 7.50% 6.44% 6.91%
   Barclays Aggregate 1.79% 5.97% 2.66% 3.75%

Diversified Real Assets
Gross 0.19% 8.07% 4.69% 5.47%
Net 0.11% 7.74% 4.36% 5.10%
   Weighted Benchmark 0.73% - - -

Real Estate
Gross 3.68% 10.19% 14.66% 18.89%
Net 3.49% 9.42% 13.60% 17.76%
   NCREIF Total Index 3.04% 11.82% 11.11% 12.56%

Cash & Equivalents - Net 0.00% 0.01% 0.14% 0.19%
   90 Day Treasury Bills 0.00% 0.03% 0.07% 0.09%

Total Fund
Gross 1.91% 7.50% 9.15% 9.34%
Net 1.85% 7.26% 8.86% 9.02%
   Target* 1.88% 6.28% 6.20% 7.14%

* Current Quarter Target = 53.0% Barclays Aggregate Index, 15.0% NDSIB WSI - DRA Weighted Benchmark, 12.0% Russell
1000 Index, 9.0% MSCI EAFE Index, 6.0% NCREIF Total Index, 4.0% Russell 2000 Index and 1.0% 3-month Treasury Bill.
(1) S&P 500 Index through 12/31/2011 and Russell 1000 Index thereafter.
(2) MSCI EAFE through 9/30/2000; 50% Hedged EAFE through 3/31/2011 and MSCI EAFE again thereafter.

PLEASE REFER TO PAGE 39-41 FOR INVESTMENT MANAGER LEVEL RETURNS.
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Actual vs Target Asset Allocation
As of December 31, 2014

The first chart below shows the Fund’s asset allocation as of December 31, 2014. The second chart shows the Fund’s target
asset allocation as outlined in the investment policy statement.

Actual Asset Allocation
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Target Asset Allocation
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22%

Small Cap Equity
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International Equity
20%

Domestic Fixed Income
35%
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$000s Weight Percent $000s
Asset Class Actual Actual Target Difference Difference
Large Cap Equity         640,355   22.1%   22.0%    0.1%           2,161
Small Cap Equity         238,534    8.2%    8.0%    0.2%           6,464
International Equity         566,880   19.5%   20.0% (0.5%) (13,296)
Domestic Fixed Income      1,009,804   34.8%   34.8%    0.0%               7
Diversified Real Assets         211,717    7.3%    7.3%    0.0% (47)
Short Term Fixed Income         76,649    2.6%    2.9% (0.2%) (7,186)
Cash & Equivalents          11,441    0.4%    0.0%    0.4%          11,441
Real Estate         145,500    5.0%    5.0%    0.0%             456
Total       2,900,881  100.0%  100.0%

* Current Quarter Target = 34.8% Barclays Aggregate Index, 22.0% Russell 1000 Index, 20.0% MSCI EAFE Index, 8.0% Russell 2000 Index, 7.3%

Barclays Glbl Inftn-Lnked, 5.0% NCREIF Total Index and 2.9% Barclays Gov 1-3 Yr.
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Quarterly Total Fund Relative Attribution - December 31, 2014

The following analysis approaches Total Fund Attribution from the perspective of relative return. Relative return attribution
separates and quantifies the sources of total fund excess return relative to its target. This excess return is separated into two
relative attribution effects: Asset Allocation Effect and Manager Selection Effect. The Asset Allocation Effect represents the
excess return due to the actual total fund asset allocation differing from the target asset allocation. Manager Selection Effect
represents the total fund impact of the individual managers excess returns relative to their benchmarks.
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Relative Attribution Effects for Quarter ended December 31, 2014

Effective Effective Total
Actual Target Actual Target Manager Asset Relative

Asset Class Weight Weight Return Return Effect Allocation Return
Large Cap Equity 22% 22% 5.50% 4.88% 0.13% (0.00%) 0.13%
Small Cap Equity 8% 8% 10.46% 9.73% 0.05% (0.02%) 0.03%
Domestic Fixed Income 32% 33% 1.55% 1.79% (0.07%) 0.01% (0.06%)
Real Estate 5% 5% 3.69% 3.04% 0.04% (0.00%) 0.03%
International Equity 20% 20% (2.73%) (3.57%) 0.17% 0.01% 0.18%
Diversified Real Assets 5% 6% (0.43%) (0.14%) (0.02%) 0.01% (0.01%)
Short Term Fixed Income 8% 6% 0.25% 0.19% 0.01% (0.04%) (0.02%)
Cash & Equivalents 0% 0% 0.00% 0.00% 0.00% (0.01%) (0.01%)

Total = + +2.12% 1.84% 0.32% (0.03%) 0.28%

* Current Quarter Target = 34.8% Barclays Aggregate Index, 22.0% Russell 1000 Index, 20.0% MSCI EAFE Index, 8.0% Russell 2000 Index, 7.3%

Barclays Glbl Inftn-Lnked, 5.0% NCREIF Total Index and 2.9% Barclays Gov 1-3 Yr.
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Cumulative Total Fund Relative Attribution - December 31, 2014

The charts below accumulate the Total Fund Attribution Analysis (shown earlier) over multiple periods to examine the
cumulative sources of excess total fund performance relative to target. These cumulative results quantify the longer-term
sources of total fund excess return relative to target by asset class. These relative attribution effects separate the cumulative
sources of total fund excess return into Asset Allocation Effect and Manager Selection Effect.

One Year Relative Attribution Effects
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One Year Relative Attribution Effects

Effective Effective Total
Actual Target Actual Target Manager Asset Relative

Asset Class Weight Weight Return Return Effect Allocation Return
Large Cap Equity 17% 17% 13.41% 13.24% 0.07% (0.15%) (0.09%)
Small Cap Equity 6% 6% 5.86% 4.89% 0.08% (0.17%) (0.09%)
Domestic Fixed Income 26% 27% 7.90% 5.97% 0.44% (0.03%) 0.41%
Real Estate 5% 4% 10.22% 11.82% (0.07%) 0.04% (0.03%)
International Equity 16% 16% (4.60%) (4.90%) 0.04% (0.09%) (0.06%)
Diversified Real Assets 3% 3% 1.29% 0.94% 0.02% (0.00%) 0.02%
Short Term Fixed Income26% 26% 1.57% 0.64% 0.34% (0.08%) 0.25%
Cash & Equivalents 0% 0% 0.02% 0.02% 0.00% (0.07%) (0.07%)

Total = + +4.46% 4.10% 0.92% (0.55%) 0.36%

* Current Quarter Target = 34.8% Barclays Aggregate Index, 22.0% Russell 1000 Index, 20.0% MSCI EAFE Index, 8.0% Russell 2000 Index, 7.3%

Barclays Glbl Inftn-Lnked, 5.0% NCREIF Total Index and 2.9% Barclays Gov 1-3 Yr.
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Cumulative Total Fund Relative Attribution - December 31, 2014

The charts below accumulate the Total Fund Attribution Analysis (shown earlier) over multiple periods to examine the
cumulative sources of excess total fund performance relative to target. These cumulative results quantify the longer-term
sources of total fund excess return relative to target by asset class. These relative attribution effects separate the cumulative
sources of total fund excess return into Asset Allocation Effect and Manager Selection Effect.

Three Year Annualized Relative Attribution Effects
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Three Year Annualized Relative Attribution Effects

Effective Effective Total
Actual Target Actual Target Manager Asset Relative

Asset Class Weight Weight Return Return Effect Allocation Return
Large Cap Equity 7% 6% - - 0.04% (0.06%) (0.01%)
Small Cap Equity 2% 2% - - 0.03% (0.06%) (0.02%)
Domestic Fixed Income 10% 10% - - 0.17% 0.01% 0.18%
Real Estate 2% 2% - - (0.02%) 0.01% (0.01%)
International Equity 6% 6% - - 0.02% (0.03%) (0.01%)
Diversified Real Assets 1% 1% - - 0.01% (0.00%) 0.01%
Short Term Fixed Income72% 73% 1.60% 0.51% 0.87% 0.01% 0.88%
Cash & Equivalents 0% 0% 0.12% 0.12% 0.00% (0.04%) (0.04%)

Total = + +3.13% 2.16% 1.13% (0.16%) 0.97%

* Current Quarter Target = 34.8% Barclays Aggregate Index, 22.0% Russell 1000 Index, 20.0% MSCI EAFE Index, 8.0% Russell 2000 Index, 7.3%

Barclays Glbl Inftn-Lnked, 5.0% NCREIF Total Index and 2.9% Barclays Gov 1-3 Yr.
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Actual vs Target Historical Asset Allocation

The Historical asset allocation for a fund is by far the largest factor explaining its performance. The charts below show the
fund’s historical actual asset allocation, and the fund’s historical target asset allocation.
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* Current Quarter Target = 34.8% Barclays Aggregate Index, 22.0% Russell 1000 Index, 20.0% MSCI EAFE Index, 8.0% Russell 2000 Index, 7.3%

Barclays Glbl Inftn-Lnked, 5.0% NCREIF Total Index and 2.9% Barclays Gov 1-3 Yr.
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Asset Class Rankings

The charts below show the rankings of each asset class component of the Total Fund relative to appropriate comparative
databases. In the upper right corner of each graph is the weighted average of the rankings across the different asset classes.
The weights of the fund’s actual asset allocation are used to make this calculation. The weighted average ranking can be
viewed as a measure of the fund’s overall success in picking managers and structuring asset classes.

Total Asset Class Performance
One Quarter Ended December 31, 2014
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Total Asset Class Performance
One Year Ended December 31, 2014
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* Current Quarter Target = 34.8% Barclays Aggregate Index, 22.0% Russell 1000 Index, 20.0% MSCI EAFE Index, 8.0% Russell 2000 Index, 7.3%

Barclays Glbl Inftn-Lnked, 5.0% NCREIF Total Index and 2.9% Barclays Gov 1-3 Yr.

 59
NDSIB - Legacy Fund



Asset Class Allocation

The table below contrasts the distribution of assets across the Fund’s investment managers as of December 31, 2014, with
the distribution as of September 30, 2014. The change in asset distribution is broken down into the dollar change due to Net
New Investment and the dollar change due to Investment Return.

Asset Class Allocation

December 31, 2014 September 30, 2014

Market Value Weight Net New Inv. Inv. Return Market Value Weight
Large Cap Equity $640,354,915 22.07% $55,552,479 $31,270,825 $553,531,610 22.00%

Small Cap Equity $238,534,457 8.22% $27,448,837 $20,853,455 $190,232,164 7.56%

International Equity $566,879,871 19.54% $94,366,891 $(15,021,311) $487,534,292 19.37%

Domestic Fixed Income $1,009,803,904 34.81% $293,726,589 $12,274,167 $703,803,147 27.97%

Diversified Real Assets $211,717,138 7.30% $70,876,531 $(761,044) $141,601,650 5.63%

Real Estate $145,500,467 5.02% $14,705,007 $5,170,031 $125,625,429 4.99%

Short Term Fixed Income $76,649,296 2.64% $(236,080,689) $1,062,950 $311,667,035 12.38%

Cash & Equivalents $11,440,987 0.39% $8,867,883 $286 $2,572,819 0.10%

Total Fund $2,900,881,034 100.0% $329,463,529 $54,849,360 $2,516,568,146 100.0%

PLEASE REFER TO PAGE 38 FOR INVESTMENT MANAGER LEVEL ASSET ALLOCATION.
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Investment Manager Returns

The table below details the rates of return for the Fund’s investment managers over various time periods ended December
31, 2014. 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, 2014

Last Last
Last Last  3 3-1/4

Quarter Year Years Years

Large Cap Equity
Gross 5.50% 13.41% - -
Net 5.45% 13.22% - -
   Russell 1000 Index 4.88% 13.24% 20.62% 23.06%

Small Cap Equity
Gross 10.46% 5.86% - -
Net 10.44% 5.60% - -
   Russell 2000 9.73% 4.89% 19.21% 22.94%

International Equity
Gross (2.73%) (4.60%) - -
Net (2.81%) (4.88%) - -
   MSCI EAFE Index (3.57%) (4.90%) 11.06% 11.28%

Domestic Fixed Income
Gross 1.55% 7.90% - -
Net 1.52% 7.75% - -
   Barclays Aggregate 1.79% 5.97% 2.66% 2.81%

Diversified Real Assets
Gross (0.43%) - - -
Net (0.46%) - - -
   Barclays Glbl Inftn-Lnked (0.14%) 3.41% 2.63% 3.20%

Real Estate
Gross 3.69% 10.22% - -
Net 3.50% 9.44% - -
   NCREIF Total Index 3.04% 11.82% 11.11% 11.21%

Short Term Fixed Income
Gross 0.25% 1.57% 1.60% -
Net 0.21% 1.36% 1.49% -
   Barclays Gov 1-3 Yr 0.19% 0.64% 0.51% 0.53%

Cash & Equivalents - Net 0.00% 0.02% 0.12% 0.12%
   90 Day Treasury Bills 0.00% 0.03% 0.07% 0.07%

Total Fund
Gross 2.12% 4.46% 3.13% 2.92%
Net 2.07% 4.23% 3.01% 2.80%
   Target* 1.84% 4.10% 2.16% 2.01%

* Current Quarter Target = 34.8% Barclays Aggregate Index, 22.0% Russell 1000 Index, 20.0% MSCI EAFE Index, 8.0%
Russell 2000 Index, 7.3% Barclays Glbl Inftn-Lnked, 5.0% NCREIF Total Index and 2.9% Barclays Gov 1-3 Yr.

PLEASE REFER TO PAGES 39-41 FOR INVESTMENT MANAGER LEVEL RETURNS.
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Actual vs Target Asset Allocation
As of December 31, 2014

The first chart below shows the Fund’s asset allocation as of December 31, 2014. The second chart shows the Fund’s target
asset allocation as outlined in the investment policy statement.
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Short Term Fixed Income
81%

BND CDs
17%

Cash & Equivalents
1%

Target Asset Allocation

Short Term Fixed Income
82%

BND CDs
17%

Cash & Equivalents
1%

$000s Weight Percent $000s
Asset Class Actual Actual Target Difference Difference
Short Term Fixed Income        480,252   81.5%   81.6% (0.1%) (565)
BND CDs         102,974   17.5%   17.5%    0.0%              30
Cash & Equivalents           6,372    1.1%    1.0%    0.1%             535
Total         589,598  100.0%  100.0%

* Current Quarter Target = 81.6% Barclays Gov 1-3 Yr, 17.5% 3-month Treasury Bill and 1.0% 3-month Treasury Bill.
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Quarterly Total Fund Relative Attribution - December 31, 2014

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

(0.10%) (0.05%) 0.00% 0.05% 0.10% 0.15%

BND CDs (0.06%)

Short Term Fixed Income 0.06%

Cash & Equivalents (0.00%)

BND CDs

Short Term Fixed Income

Cash & Equivalents

Total

Actual vs Target Returns

0.0% 0.2% 0.4% 0.6% 0.8% 1.0%

0.67%

0.00%

0.42%

0.19%

0.00%

0.00%

0.45%

0.15%

Actual Target

Relative Attribution by Asset Class

(0.10%) 0.00% 0.10% 0.20% 0.30% 0.40%

0.12%

0.00%

0.12%

0.18%

0.00%

0.18%

(0.00%)

0.00%

0.00%

0.30%

0.00%

0.30%

Manager Effect Asset Allocation Total

Relative Attribution Effects for Quarter ended December 31, 2014

Effective Effective Total
Actual Target Actual Target Manager Asset Relative

Asset Class Weight Weight Return Return Effect Allocation Return
BND CDs 18% 18% 0.67% 0.00% 0.12% 0.00% 0.12%
Short Term Fixed Income81% 81% 0.42% 0.19% 0.18% 0.00% 0.18%
Cash & Equivalents 1% 1% 0.00% 0.00% (0.00%) 0.00% 0.00%

Total = + +0.45% 0.15% 0.30% 0.00% 0.30%

* Current Quarter Target = 81.6% Barclays Gov 1-3 Yr, 17.5% 3-month Treasury Bill and 1.0% 3-month Treasury Bill.
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Cumulative Total Fund Relative Attribution - December 31, 2014

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%

BND CDs

0.49%

0.00%

0.49%

Short Term Fixed Income

0.66%

0.00%

0.66%

Cash & Equivalents

(0.00%)
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0.01%

Total

1.15%

0.01%

1.16%

Manager Effect Asset Allocation Total

Cumulative Relative Attribution Effects
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0.2%

0.4%

0.6%

0.8%

1.0%

1.2%

1.4%

2014

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
BND CDs 18% 18% 2.72% 0.03% 0.49% 0.00% 0.49%
Short Term Fixed Income80% 80% 1.48% 0.64% 0.66% 0.00% 0.66%
Cash & Equivalents 2% 2% 0.01% 0.03% (0.00%) 0.01% 0.01%

Total = + +1.66% 0.51% 1.15% 0.01% 1.16%

* Current Quarter Target = 81.6% Barclays Gov 1-3 Yr, 17.5% 3-month Treasury Bill and 1.0% 3-month Treasury Bill.
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Cumulative Total Fund Relative Attribution - December 31, 2014

The charts below accumulate the Total Fund Attribution Analysis (shown earlier) over multiple periods to examine the
cumulative sources of excess total fund performance relative to target. These cumulative results quantify the longer-term
sources of total fund excess return relative to target by asset class. These relative attribution effects separate the cumulative
sources of total fund excess return into Asset Allocation Effect and Manager Selection Effect.

Three Year Annualized Relative Attribution Effects
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0.73%
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0.72%
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Cash & Equivalents
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Manager Effect Asset Allocation Total

Cumulative Relative Attribution Effects
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2012 2013 2014

Manager Effect

Asset Allocation

Total

Three Year Annualized Relative Attribution Effects

Effective Effective Total
Actual Target Actual Target Manager Asset Relative

Asset Class Weight Weight Return Return Effect Allocation Return
BND CDs 22% 22% 3.34% 0.07% 0.73% (0.00%) 0.72%
Short Term Fixed Income76% 76% 1.72% 0.51% 0.91% (0.00%) 0.91%
Cash & Equivalents 2% 2% 0.14% 0.07% 0.00% (0.00%) 0.00%

Total = + +2.05% 0.41% 1.64% (0.00%) 1.64%

* Current Quarter Target = 81.6% Barclays Gov 1-3 Yr, 17.5% 3-month Treasury Bill and 1.0% 3-month Treasury Bill.
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Cumulative Total Fund Relative Attribution - December 31, 2014

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.

Four and One-Half Year Annualized Relative Attribution Effects

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

BND CDs

0.55%

0.36%

0.91%

Short Term Fixed Income
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0.39%

1.06%

Cash & Equivalents
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Manager Effect Asset Allocation Total

Cumulative Relative Attribution Effects
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8%
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12%

2010 2011 2012 2013 2014

Manager Effect

Asset Allocation

Total

Four and One-Half Year Annualized Relative Attribution Effects

Effective Effective Total
Actual Target Actual Target Manager Asset Relative

Asset Class Weight Weight Return Return Effect Allocation Return
BND CDs 25% 16% 3.70% 1.26% 0.55% 0.36% 0.91%
Short Term Fixed Income70% 55% 1.97% 1.07% 0.67% 0.39% 1.06%
Cash & Equivalents 5% 29% 0.19% 0.09% 0.01% 0.00% 0.01%

Total = + +2.33% 0.34% 1.23% 0.75% 1.98%

* Current Quarter Target = 81.6% Barclays Gov 1-3 Yr, 17.5% 3-month Treasury Bill and 1.0% 3-month Treasury Bill.
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NDSIB - Budget Stabilization Fund
Cumulative Results
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Actual vs Target Historical Asset Allocation

The Historical asset allocation for a fund is by far the largest factor explaining its performance. The charts below show the
fund’s historical actual asset allocation, and the fund’s historical target asset allocation.

Actual Historical Asset Allocation
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Target Historical Asset Allocation
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* Current Quarter Target = 81.6% Barclays Gov 1-3 Yr, 17.5% 3-month Treasury Bill and 1.0% 3-month Treasury Bill.
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Asset Class Allocation

The table below contrasts the distribution of assets across the Fund’s investment managers as of December 31, 2014, with
the distribution as of September 30, 2014. The change in asset distribution is broken down into the dollar change due to Net
New Investment and the dollar change due to Investment Return.

Asset Class Allocation

December 31, 2014 September 30, 2014

Market Value Weight Net New Inv. Inv. Return Market Value Weight
Short Term Fixed Income $480,252,084 81.45% $3,756,180 $1,972,836 $474,523,067 80.83%

BND CDs $102,973,885 17.47% $(1,866,802) $686,692 $104,153,995 17.74%

Cash & Equivalents $6,372,078 1.08% $(2,024,485) $194 $8,396,369 1.43%

Total Fund $589,598,047 100.0% $(135,107) $2,659,722 $587,073,432 100.0%

PLEASE REFER TO PAGE 38 FOR INVESTMENT MANAGER LEVEL ASSET ALLOCATION.
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Investment Manager Returns

The table below details the rates of return for the Fund’s investment managers over various time periods ended December
31, 2014. 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, 2014

Last Last
Last Last  3 4-1/2

Quarter Year Years Years

Short Term Fixed Income
Gross 0.42% 1.48% 1.72% 1.97%
Net 0.40% 1.35% 1.60% 1.85%
   Barclays Gov 1-3 Yr 0.19% 0.64% 0.51% 0.80%

BND CDs - Net 0.67% 2.72% 3.34% 3.70%
   3-month Treasury Bill 0.00% 0.03% 0.07% 0.09%

Cash & Equivalents - Net 0.00% 0.01% 0.14% 0.19%
   3-month Treasury Bill 0.00% 0.03% 0.07% 0.09%

Total Fund
Gross 0.45% 1.66% 2.05% 2.33%
Net 0.44% 1.56% 1.96% 2.25%
   Target* 0.15% 0.51% 0.41% 0.34%

* Current Quarter Target = 81.6% Barclays Gov 1-3 Yr, 17.5% 3-month Treasury Bill and 1.0% 3-month Treasury Bill.

PLEASE REFER TO PAGES 39-41 FOR INVESTMENT MANAGER LEVEL RETURNS.
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Parametric Clifton Large Cap
Period Ended December 31, 2014

Investment Philosophy
Parametric Clifton utilizes equity futures to gain benchmark exposure in constructing the portfolio it believes provides the
greatest likelihood of outperforming the index.  In this construction the underlying cash portfolio is invested in a liquid, high
quality short duration fixed income portfolio.  Over market cycles excess return generated by the short duration portfolio,
when added to the performance of futures is expected to allow the strategy to achieve 0.50% to 1.00% of gross excess
annual performance.

Quarterly Summary and Highlights
Parametric Clifton Large Cap’s portfolio posted a 5.15%
return for the quarter placing it in the 33 percentile of the CAI
Large Capitalization Style group for the quarter and in the 19
percentile for the last year.

Parametric Clifton Large Cap’s portfolio outperformed the
S&P 500 Index by 0.21% for the quarter and outperformed
the S&P 500 Index for the year by 1.05%.

Quarterly Asset Growth

Beginning Market Value $155,902,428

Net New Investment $9,000,000

Investment Gains/(Losses) $8,144,800

Ending Market Value $173,047,228

Performance vs CAI Large Capitalization Style (Gross)
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10th Percentile 6.14 7.68 15.44 25.80 23.19 17.07 20.04
25th Percentile 5.39 6.80 14.11 24.52 22.28 16.35 18.57

Median 4.74 5.60 12.51 23.37 20.86 15.32 17.39
75th Percentile 3.88 4.38 11.12 21.91 19.48 14.57 16.23
90th Percentile 3.11 3.16 9.03 20.68 18.66 13.37 15.25

Parametric
Clifton Large Cap 5.15 6.38 14.74 22.71 20.90 16.17 18.96

S&P 500 Index 4.93 6.12 13.69 22.68 20.41 15.45 17.22

Relative Return vs S&P 500 Index
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L.A. Capital
Period Ended December 31, 2014

Investment Philosophy
The LA Capital Structured portfolio is a large growth portfolio benchmarked to the Russell 1000 Growth Index.  It is an
active assignment meaning that it targets a 2% alpha and constrains its risk budget (tracking error) to 4% relative to the
benchmark.  LA Capital believes that investment results are driven by Investor Preferences and thus recognize that when
preferences shift a different posture related to that factor is warranted.

Quarterly Summary and Highlights
L.A. Capital’s portfolio posted a 5.47% return for the quarter
placing it in the 28 percentile of the CAI Large Cap Growth
Style group for the quarter and in the 29 percentile for the
last year.

L.A. Capital’s portfolio outperformed the Russell 1000
Growth Index by 0.69% for the quarter and outperformed the
Russell 1000 Growth Index for the year by 0.00%.

Quarterly Asset Growth

Beginning Market Value $231,930,962

Net New Investment $12,881,794

Investment Gains/(Losses) $13,377,249

Ending Market Value $258,190,005

Performance vs CAI Large Cap Growth Style (Gross)
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10th Percentile 6.33 8.54 15.23 26.24 23.48 17.69 10.04 10.44
25th Percentile 5.67 7.49 13.88 24.75 22.17 16.37 9.46 9.46

Median 4.92 6.60 11.83 22.93 20.75 15.30 8.62 8.87
75th Percentile 4.26 5.82 10.23 21.67 19.25 14.11 8.07 8.26
90th Percentile 3.22 4.44 8.44 20.54 18.45 13.15 7.09 7.26

L.A. Capital 5.47 7.14 13.05 24.05 21.39 16.58 9.60 9.52

Russell 1000
Growth Index 4.78 6.34 13.05 22.84 20.26 15.81 8.49 8.29

Relative Return vs Russell 1000 Growth Index
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L.A. Capital Enhanced
Period Ended December 31, 2014

Investment Philosophy
The LA Capital Enhanced portfolio is a large core portfolio benchmarked to the Russell 1000 Index.  Characterized as an
enhanced index assignment, its objective is to track the benchmark with lower variability.  The pension portfolio began in
August of 2000 and the insurance portfolio was initiated in April of 2004.  Since October of 2006 a small portion of each of
the two core accounts was allocated into the Large Cap Alpha Fund with intent to add incremental alpha to the assignment
given that the information ratio was expected to be higher.

Quarterly Summary and Highlights
L.A. Capital Enhanced’s portfolio posted a 5.25% return for
the quarter placing it in the 42 percentile of the CAI Large
Cap Core Style group for the quarter and in the 79 percentile
for the last year.

L.A. Capital Enhanced’s portfolio outperformed the Russell
1000 Index by 0.37% for the quarter and underperformed
the Russell 1000 Index for the year by 1.00%.

Quarterly Asset Growth

Beginning Market Value $154,238,024

Net New Investment $10,449,107

Investment Gains/(Losses) $8,342,996

Ending Market Value $173,030,127

Performance vs CAI Large Cap Core Style (Gross)
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75th Percentile 4.28 5.32 12.47 22.69 20.30 14.84 7.71 8.21
90th Percentile 3.13 4.00 10.93 21.18 18.99 13.60 7.36 7.67

L.A. Capital
Enhanced 5.25 6.16 12.24 23.69 21.08 16.09 9.20 9.50

Russell 1000 Index 4.88 5.57 13.24 22.77 20.62 15.64 7.96 8.34
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LSV Asset Management
Period Ended December 31, 2014

Investment Philosophy
The objective of LSV Asset Management’s Large Cap Value Equity (U.S.) strategy is to outperform the Russell 1000 Value
by at least 200 basis points (gross of fees) per annum over a 3-5 year period with a tracking error of approximately 4%.
Their stock selection process is a quantitative approach that ranks a broad universe of stocks on a combination of value
and momentum factors and seeks to invest approximately 100 stocks in the most attractive securities possible within strict
risk parameters to control the portfolio’s tracking error relative to the benchmark.  The resulting portfolio is broadly
diversified across industry groups and fully invested.

Quarterly Summary and Highlights
LSV Asset Management’s portfolio posted a 5.54% return
for the quarter placing it in the 10 percentile of the CAI Large
Cap Value Style group for the quarter and in the 32
percentile for the last year.

LSV Asset Management’s portfolio outperformed the Russell
1000 Value Index by 0.56% for the quarter and
underperformed the Russell 1000 Value Index for the year
by 0.08%.

Quarterly Asset Growth

Beginning Market Value $230,856,990

Net New Investment $16,839,517

Investment Gains/(Losses) $13,447,022

Ending Market Value $261,143,529

Performance vs CAI Large Cap Value Style (Gross)
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90th Percentile 2.73 2.27 8.96 20.61 18.33 12.92 6.18 5.49

LSV Asset
Management 5.54 5.06 13.37 26.62 24.30 17.21 9.11 9.30

Russell 1000
Value Index 4.98 4.78 13.45 22.62 20.89 15.42 7.30 6.65

Relative Return vs Russell 1000 Value Index
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Parametric Clifton SmallCap
Period Ended December 31, 2014

Investment Philosophy
Parametric Clifton utilizes equity futures to gain benchmark exposure in constructing the portfolio it believes provides the
greatest likelihood of outperforming the index.  In this construction the underlying cash portfolio is invested in a liquid, high
quality short duration fixed income portfolio.  Over market cycles excess return generated by the short duration portfolio,
when added to the performance of futures is expected to allow the strategy to achieve 0.50% to 1.00% of gross excess
annual performance.

Quarterly Summary and Highlights
Parametric Clifton SmallCap’s portfolio posted a 10.44%
return for the quarter placing it in the 19 percentile of the CAI
Small Capitalization Style group for the quarter and in the 42
percentile for the last year.

Parametric Clifton SmallCap’s portfolio outperformed the
Russell 2000 Index by 0.71% for the quarter and
outperformed the Russell 2000 Index for the year by 1.96%.

Quarterly Asset Growth

Beginning Market Value $181,034,664

Net New Investment $23,500,000

Investment Gains/(Losses) $19,760,703

Ending Market Value $224,295,366

Performance vs CAI Small Capitalization Style (Gross)
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10th Percentile 11.14 5.61 10.24 27.12 24.43 20.25 23.89
25th Percentile 10.15 4.02 8.14 24.83 22.75 18.87 21.32

Median 8.74 1.98 5.56 22.45 20.39 17.15 19.65
75th Percentile 7.08 0.07 2.20 19.43 18.20 15.55 17.96
90th Percentile 4.87 (2.64) (2.48) 17.06 15.53 14.11 16.62

Parametric
Clifton SmallCap 10.44 2.45 6.85 21.60 20.71 17.09 19.93

Russell 2000 Index 9.73 1.65 4.89 20.67 19.21 15.55 17.41

Relative Return vs Russell 2000 Index
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Research Affiliates
Period Ended December 31, 2014

Investment Philosophy
Small company value equity portfolio utilizing the index strategy and philosophy described as the Enhanced RAFI    US
Small strategy which relies on portfolio weights derived from firm fundamentals (free cash flow, book equity value, total
sales and gross dividend), instead of market capitalization.  Additionally, the enhanced portfolio strategy uses a quality of
earnings screening and a financial distress screening to augment portfolio returns and reduce portfolio volatility.

Quarterly Summary and Highlights
Research Affiliates’s portfolio posted a 10.52% return for the
quarter placing it in the 19 percentile of the CAI Small
Capitalization Style group for the quarter and in the 56
percentile for the last year.

Research Affiliates’s portfolio outperformed the Russell 2000
Index by 0.79% for the quarter and outperformed the Russell
2000 Index for the year by 0.14%.

Quarterly Asset Growth

Beginning Market Value $84,364,695

Net New Investment $-69,692

Investment Gains/(Losses) $8,874,145

Ending Market Value $93,169,148

Performance vs CAI Small Capitalization Style (Gross)
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10th Percentile 11.14 5.61 10.24 27.12 24.43 20.25 10.77
25th Percentile 10.15 4.02 8.14 24.83 22.75 18.87 9.55

Median 8.74 1.98 5.56 22.45 20.39 17.15 8.31
75th Percentile 7.08 0.07 2.20 19.43 18.20 15.55 6.81
90th Percentile 4.87 (2.64) (2.48) 17.06 15.53 14.11 5.57

Research Affiliates 10.52 2.79 5.03 23.10 21.97 17.54 8.73

Russell 2000 Index 9.73 1.65 4.89 20.67 19.21 15.55 7.19

Relative Return vs Russell 2000 Index
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Capital Group
Period Ended December 31, 2014

Investment Philosophy
The Portfolio will invest primarily in equity or equity type securities of companies in developed countries excluding the U.S.
These equity securities will be listed on a stock exchange or traded in another recognized market and include, but are not
limited to, common and preferred stocks, securities convertible or exchangeable into common or preferred stock, warrants,
rights and depository arrangements. *MSCI EAFE through 9/30/2000, 50% Hedged EAFE through 3/31/2011 and MSCI
EAFE again thereafter.


Quarterly Summary and Highlights
Capital Group’s portfolio posted a (1.43)% return for the
quarter placing it in the 17 percentile of the CAI Non-U.S.
Equity Style group for the quarter and in the 57 percentile for
the last year.

Capital Group’s portfolio outperformed the MSCI EAFE
Index by 2.14% for the quarter and outperformed the MSCI
EAFE Index for the year by 0.24%.

Quarterly Asset Growth

Beginning Market Value $260,904,814

Net New Investment $34,757,743

Investment Gains/(Losses) $-4,336,482

Ending Market Value $291,326,075

Performance vs CAI Non-U.S. Equity Style (Gross)
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(30)
(68)

(57)(60)

(49)(53)

(40)
(64)

(57)
(85) (66)(84)

(75)
(98)

10th Percentile (0.77) (5.13) 0.06 11.74 14.67 8.72 7.84 8.95
25th Percentile (1.92) (6.86) (2.46) 9.99 13.36 7.69 6.98 7.66

Median (2.88) (8.25) (4.13) 8.29 11.67 6.69 5.78 6.98
75th Percentile (4.34) (9.85) (5.85) 6.91 10.36 5.55 4.96 6.10
90th Percentile (5.47) (11.36) (7.73) 5.23 8.86 3.94 4.25 5.45

Capital Group (1.43) (7.12) (4.67) 8.33 12.31 6.46 5.37 6.06

MSCI EAFE Index (3.57) (9.24) (4.90) 8.06 11.06 5.01 4.68 4.14

Relative Return vs MSCI EAFE Index
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DFA Intl Small Cap Value
Period Ended December 31, 2014

Investment Philosophy
The International Small Cap Value Portfolio invests in the stocks of small, non-US developed markets companies that
Dimensional believes to be value stocks at the time of purchase.  Specifically, it looks at companies that fall within the
smallest 8-10% of each country’s market capitalization, and who’s shares have a high book value in relation to their market
value (BtM).  It does not invest in emerging markets.

Quarterly Summary and Highlights
DFA Intl Small Cap Value’s portfolio posted a (3.97)% return
for the quarter placing it in the 70 percentile of the MF -
International Small Cap  Obj group for the quarter and in the
38 percentile for the last year.

DFA Intl Small Cap Value’s portfolio outperformed the World
ex US SC Value by 0.11% for the quarter and outperformed
the World ex US SC Value for the year by 0.88%.

Quarterly Asset Growth

Beginning Market Value $63,979,114

Net New Investment $11,500,000

Investment Gains/(Losses) $-2,668,596

Ending Market Value $72,810,518

Performance vs MF - International Small Cap  Obj (Net)
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(57)(73)

(27)(34)

10th Percentile (1.13) (6.19) 0.14 12.46 16.26 10.79 4.54
25th Percentile (1.86) (8.36) (4.19) 11.06 14.93 9.71 2.98

Median (2.74) (10.02) (6.01) 9.92 13.67 8.78 1.83
75th Percentile (4.17) (11.91) (8.43) 7.87 11.79 7.33 0.81
90th Percentile (5.96) (13.49) (10.14) 5.90 9.75 6.18 (0.47)

DFA Intl
Small Cap Value (3.97) (12.15) (4.99) 12.15 15.42 8.43 2.88

World ex
US SC Value (4.08) (12.45) (5.87) 9.65 12.85 7.60 2.51

Relative Return vs World ex US SC Value
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LSV Asset Management
Period Ended December 31, 2014

Investment Philosophy
The objective of LSV Asset Management’s International Large Cap Value strategy is to outperform the MSCI EAFE Index
by at least 250 basis points (gross of fees) per annum over an annualized 3-5 year period with a tracking error of
approximately 5-6%.  Their stock selection process is a quantitative approach that ranks a broad universe of stocks on a
combination of value and momentum factors and seeks to invest approximately 150 stocks in the most attractive securities
possible within strict risk parameters to control the portfolio’s tracking error relative to the benchmark.  The resulting
portfolio is broadly diversified across industry groups and fully invested.  LSV weights countries at a neutral weight relative
to the benchmark country weights.  50% of the portfolio is US dollar hedged. *MSCI EAFE through 9/30/2000, 50%
Hedged EAFE through 3/31/2011 and MSCI EAFE again thereafter.

Quarterly Summary and Highlights
LSV Asset Management’s portfolio posted a (3.60)% return
for the quarter placing it in the 69 percentile of the CAI
Non-U.S. Equity Style group for the quarter and in the 59
percentile for the last year.

LSV Asset Management’s portfolio underperformed the
Benchmark by 0.02% for the quarter and outperformed the
Benchmark for the year by 0.06%.

Quarterly Asset Growth

Beginning Market Value $258,104,063

Net New Investment $40,329,946

Investment Gains/(Losses) $-10,138,746

Ending Market Value $288,295,263

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

(15%)

(10%)

(5%)

0%

5%

10%

15%

20%

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

(69)(69)

(74)(68)
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10th Percentile (0.77) (5.13) 0.06 11.74 14.67 8.72 7.84
25th Percentile (1.92) (6.86) (2.46) 9.99 13.36 7.69 6.98

Median (2.88) (8.25) (4.13) 8.29 11.67 6.69 5.78
75th Percentile (4.34) (9.85) (5.85) 6.91 10.36 5.55 4.96
90th Percentile (5.47) (11.36) (7.73) 5.23 8.86 3.94 4.25

LSV Asset
Management (3.60) (9.81) (4.84) 9.43 12.19 5.80 4.67

Benchmark (3.57) (9.24) (4.90) 8.06 11.06 5.01 4.68

Relative Return vs Benchmark

R
e
la

ti
v
e

 R
e

tu
rn

s

(2.0%)

(1.5%)

(1.0%)

(0.5%)

0.0%

0.5%

1.0%

1.5%

2.0%

2.5%

2010 2011 2012 2013 2014

LSV Asset Management

CAI Non-U.S. Equity Style (Gross)
Annualized Five Year Risk vs Return

5 10 15 20 25
0%

2%

4%

6%

8%

10%

12%

14%

LSV Asset Management
Benchmark

Standard Deviation

R
e

tu
rn

s

 82
North Dakota State Investment Board - Insurance Trust



Vanguard Intl Explorer Fund
Period Ended December 31, 2014

Investment Philosophy
Vanguard International Explorer Fund invests primarily in the equity securities of small-capitalization companies located
outside the United States that the advisor believes offer the potential for long-term capital appreciation. The advisor
considers, among other things, whether a company is likely to have above-average earnings growth, whether the
company’s securities are attractively valued, and whether the company has any proprietary advantages.

Quarterly Summary and Highlights
Vanguard Intl Explorer Fund’s portfolio posted a (3.50)%
return for the quarter placing it in the 61 percentile of the MF
- International Small Cap  Obj group for the quarter and in
the 20 percentile for the last year.

Vanguard Intl Explorer Fund’s portfolio outperformed the
S&P BMI EPAC <$2 B by 0.93% for the quarter and
outperformed the S&P BMI EPAC <$2 B for the year by
1.14%.

Quarterly Asset Growth

Beginning Market Value $64,808,722

Net New Investment $10,499,997

Investment Gains/(Losses) $-2,321,462

Ending Market Value $72,987,257

Performance vs MF - International Small Cap  Obj (Net)
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(10)

(62)

(37)
(75)

(71)(80) (55)(71)

(47)(54)

10th Percentile (1.13) (6.19) 0.14 12.46 16.26 10.79 9.13 13.64
25th Percentile (1.86) (8.36) (4.19) 11.06 14.93 9.71 8.39 12.35

Median (2.74) (10.02) (6.01) 9.92 13.67 8.78 6.80 10.69
75th Percentile (4.17) (11.91) (8.43) 7.87 11.79 7.33 5.56 9.04
90th Percentile (5.96) (13.49) (10.14) 5.90 9.75 6.18 4.67 8.67

Vanguard Intl
Explorer Fund (3.50) (9.14) (2.87) 12.47 14.26 7.97 6.65 10.90

S&P BMI
EPAC <$2 B (4.44) (10.12) (4.00) 9.13 11.77 7.15 5.83 10.08

Relative Return vs S&P BMI EPAC <$2 B
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Declaration Total Return
Period Ended December 31, 2014

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

Quarterly Summary and Highlights
Declaration Total Return’s portfolio posted a 0.99% return
for the quarter placing it in the 20 percentile of the CAI
Intermediate Fixed-Inc Style group for the quarter and in the
1 percentile for the last year.

Declaration Total Return’s portfolio outperformed the Libor-3
Month by 0.93% for the quarter and outperformed the
Libor-3 Month for the year by 6.00%.

Quarterly Asset Growth

Beginning Market Value $136,761,872

Net New Investment $12,999,998

Investment Gains/(Losses) $1,488,482

Ending Market Value $151,250,352

Performance vs CAI Intermediate Fixed-Inc Style (Gross)
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Median 0.88 3.38
75th Percentile 0.76 3.07
90th Percentile 0.66 2.87

Declaration
Total Return 0.99 6.22

Libor-3 Month 0.06 0.23

Relative Return vs Libor-3 Month
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PIMCO DiSCO II
Period Ended December 31, 2014

Investment Philosophy
The PIMCO Distressed Senior Credit Opportunities Fund is an opportunistic private-equity style Fund which seeks to
provide investors enhanced returns principally through long-biased investments in undervalued senior and super senior
structured credit securities that are expected to produce attractive levels of current income and that may also appreciate in
value over the long term.  The fund will look to capitalize on forced sales by liquidity constrained investors.

Quarterly Summary and Highlights
PIMCO DiSCO II’s portfolio posted a (0.35)% return for the
quarter placing it in the 100 percentile of the CAI Core Bond
Fixed-Inc Style group for the quarter and in the 16 percentile
for the last year.

PIMCO DiSCO II’s portfolio underperformed the Barclays
Aggregate Index by 2.14% for the quarter and outperformed
the Barclays Aggregate Index for the year by 0.92%.

Quarterly Asset Growth

Beginning Market Value $76,796,455

Net New Investment $0

Investment Gains/(Losses) $-266,454

Ending Market Value $76,530,001

Performance vs CAI Core Bond Fixed-Inc Style (Gross)
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B(58)(65)
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B(51)(84)

A(1)

B(95)(94)

10th Percentile 1.98 2.18 7.18 2.78 4.36
25th Percentile 1.81 2.07 6.57 2.60 4.05

Median 1.68 1.89 6.23 2.27 3.48
75th Percentile 1.53 1.72 5.84 2.00 3.11
90th Percentile 1.28 1.36 5.35 1.65 2.81

PIMCO DiSCO II A (0.35) 1.08 6.88 9.44 20.16
Barclays Mortgage B 1.79 1.97 6.08 2.26 2.37

Barclays
Aggregate Index 1.79 1.96 5.97 1.89 2.66

Relative Return vs Barclays Aggregate Index
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PIMCO Bravo II Fund
Period Ended December 31, 2014

Investment Philosophy
The BRAVO II Fund is a private equity style fund targeting an annualized IRR of 15-20% and multiple of 1.8-2x, net of fees
and carried interest with an initial 5-year term.  The fund will seek to capitalize on non-economic asset sale decisions by
global financial institutions.  The fund will have the flexibility to acquire attractively discounted, less liquid loans, structured
credit and other assets tied to residential or commercial real estate markets in the U.S. and Europe.

Quarterly Summary and Highlights
PIMCO Bravo II Fund’s portfolio posted a 3.49% return for
the quarter placing it in the 1 percentile of the CAI Core
Bond Fixed-Inc Style group for the quarter and in the 1
percentile for the last year.

PIMCO Bravo II Fund’s portfolio outperformed the Barclays
Aggregate Index by 1.69% for the quarter and outperformed
the Barclays Aggregate Index for the year by 22.53%.

Quarterly Asset Growth

Beginning Market Value $17,720,786

Net New Investment $5,000,000

Investment Gains/(Losses) $718,571

Ending Market Value $23,439,357

Performance vs CAI Core Bond Fixed-Inc Style (Gross)
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10th Percentile 1.98 7.18
25th Percentile 1.81 6.57

Median 1.68 6.23
75th Percentile 1.53 5.84
90th Percentile 1.28 5.35

PIMCO
Bravo II Fund 3.49 28.50

Barclays
Aggregate Index 1.79 5.97

Relative Return vs Barclays Aggregate Index
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Prudential
Period Ended December 31, 2014

Investment Philosophy
The core plus fixed income account is a multi-sector strategy that is diversified across a broad range of fixed income
sectors, including Treasuries, agencies, mortgage-backed securities, structured product (asset-backed securities,
commercial mortgage-backed securities), investment grade corporate bonds, high yield bonds, bank loans and
international debt.  The primary sources of excess return are sector allocation and security selection, with duration and
yield curve less of a focus.

Quarterly Summary and Highlights
Prudential’s portfolio posted a 1.97% return for the quarter
placing it in the 11 percentile of the CAI Core Bond Fixed-Inc
Style group for the quarter and in the 21 percentile for the
last year.

Prudential’s portfolio outperformed the Barclays Aggregate
Index by 0.17% for the quarter and outperformed the
Barclays Aggregate Index for the year by 0.73%.

Quarterly Asset Growth

Beginning Market Value $132,659,878

Net New Investment $23,704,638

Investment Gains/(Losses) $2,708,527

Ending Market Value $159,073,043

Performance vs CAI Core Bond Fixed-Inc Style (Gross)
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(11)(28) (78)
(39)
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(4)

(94)

(2)

(95)

(3)

(88)

10th Percentile 1.98 2.18 7.18 2.78 4.36 6.07 6.35
25th Percentile 1.81 2.07 6.57 2.60 4.05 5.60 6.01

Median 1.68 1.89 6.23 2.27 3.48 5.10 5.59
75th Percentile 1.53 1.72 5.84 2.00 3.11 4.77 5.37
90th Percentile 1.28 1.36 5.35 1.65 2.81 4.60 4.88

Prudential 1.97 1.65 6.70 2.60 5.18 6.79 6.94

Barclays
Aggregate Index 1.79 1.96 5.97 1.89 2.66 4.45 5.04

Relative Return vs Barclays Aggregate Index
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SSgA US Govt Cr Bd Index
Period Ended December 31, 2014

Investment Philosophy
The Fund seeks an investment return that approximates as closely as practicable, before expenses, the performance of the
Barclays Capital U.S. Government/Credit Bond Index over the long term.

Quarterly Summary and Highlights
SSgA US Govt Cr Bd Index’s portfolio posted a 1.83% return
for the quarter placing it in the 37 percentile of the CAI
Govt/Credit Fixed-Income Style group for the quarter and in
the 65 percentile for the last year.

SSgA US Govt Cr Bd Index’s portfolio outperformed the
Barclays Govt/Credit Bd by 0.01% for the quarter and
outperformed the Barclays Govt/Credit Bd for the year by
0.00%.

Quarterly Asset Growth

Beginning Market Value $232,757,068

Net New Investment $40,581,218

Investment Gains/(Losses) $4,402,355

Ending Market Value $277,740,641

Performance vs CAI Govt/Credit Fixed-Income Style (Gross)
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(37)(38) (48)(48)

(65)(65)

(80)(80)

10th Percentile 2.14 2.56 7.13 5.22
25th Percentile 1.96 2.32 6.81 4.71

Median 1.69 1.95 6.21 4.57
75th Percentile 1.57 1.76 5.72 4.23
90th Percentile 1.39 1.14 3.89 2.83

SSgA US Govt
Cr Bd Index 1.83 1.99 6.01 4.18

Barclays
Govt/Credit Bd 1.82 1.99 6.01 4.19

Relative Return vs Barclays Govt/Credit Bd
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Wells Capital
Period Ended December 31, 2014

Investment Philosophy
The Medium Quality Credit fixed income strategy is designed to maximize total return from the high-grade corporate bond
market while maintaining a strategic allocation to the BBB portion of the high yield market. The investment process for this
fund starts with a "top-down" strategy.  Security selection is determined by in-depth credit research, holding that in-depth
knowledge of industries, companies, and their management teams can help identify credit trends that can lead to
investment opportunities. Furthermore, a disciplined relative value framework is applied to help determine the optimal
position to invest within an industry and within an individual issuer’s capital structure.

Quarterly Summary and Highlights
Wells Capital’s portfolio posted a 1.59% return for the
quarter placing it in the 63 percentile of the CAI Core Bond
Fixed-Inc Style group for the quarter and in the 1 percentile
for the last year.

Wells Capital’s portfolio outperformed the Barclays Baa
Credit 3% In by 0.32% for the quarter and outperformed the
Barclays Baa Credit 3% In for the year by 0.63%.

Quarterly Asset Growth

Beginning Market Value $526,788,797

Net New Investment $101,253,284

Investment Gains/(Losses) $8,740,874

Ending Market Value $636,782,955

Performance vs CAI Core Bond Fixed-Inc Style (Gross)
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Median 1.68 1.89 6.23 2.27 3.48 5.10 5.21 5.62
75th Percentile 1.53 1.72 5.84 2.00 3.11 4.77 5.02 5.42
90th Percentile 1.28 1.36 5.35 1.65 2.81 4.60 4.64 5.13

Wells Capital 1.59 1.47 8.94 3.98 6.55 8.04 7.05 7.59

Barclays Baa
Credit 3% In 1.27 1.06 8.31 2.99 5.69 7.30 6.29 7.04

Relative Return vs Barclays Baa Credit 3% In
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Western Asset Management Company
Period Ended December 31, 2014

Investment Philosophy
Western Asset designs this portfolio using all major fixed-income sectors with a bias towards non-Treasuries, especially
corporate, mortgage-backed and asset-backed securities.  Value can be added through sector rotation, issue selection,
duration and term structure weighting.

Quarterly Summary and Highlights
Western Asset’s portfolio posted a 1.63% return for the
quarter placing it in the 56 percentile of the CAI Core Bond
Fixed-Inc Style group for the quarter and in the 5 percentile
for the last year.

Western Asset’s portfolio underperformed the Barclays
Aggregate Index by 0.17% for the quarter and outperformed
the Barclays Aggregate Index for the year by 1.42%.

Quarterly Asset Growth

Beginning Market Value $524,718,249

Net New Investment $102,222,839

Investment Gains/(Losses) $9,043,172

Ending Market Value $635,984,260

Performance vs CAI Core Bond Fixed-Inc Style (Gross)
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25th Percentile 1.81 2.07 6.57 2.60 4.05 5.60 5.57 7.15

Median 1.68 1.89 6.23 2.27 3.48 5.10 5.21 7.03
75th Percentile 1.53 1.72 5.84 2.00 3.11 4.77 5.02 6.82
90th Percentile 1.28 1.36 5.35 1.65 2.81 4.60 4.64 6.71

Western Asset 1.63 1.99 7.39 3.09 5.00 6.95 5.49 7.49

Barclays
Aggregate Index 1.79 1.96 5.97 1.89 2.66 4.45 4.71 6.54

Relative Return vs Barclays Aggregate Index
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Western Asset Management TIPS
Period Ended December 31, 2014

Investment Philosophy
Western Asset’s Global Inflation-Linked composite includes portfolios that employ an active, team-managed investment
approach around a long-term, value-oriented investment philosophy.  Constructed primarily of inflation-indexed securities,
these portfolios use diversified strategies in seeking to add value while minimizing risk.  Value can be added through
country selection, term structure, issue selection, duration management and currency management. Barclays US TIPS
through 12/31/2009 and Barclays Glolbal Inflation-Linked thereafter.

Quarterly Summary and Highlights
Western TIPS’s portfolio underperformed the Barclays Glbl
Inftn-Linked by 0.29% for the quarter and outperformed the
Barclays Glbl Inftn-Linked for the year by 0.87%.

Quarterly Asset Growth

Beginning Market Value $238,633,556

Net New Investment $70,913,230

Investment Gains/(Losses) $-1,082,402

Ending Market Value $308,464,385
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Eastern Timber Opportunities
Period Ended December 31, 2014

Investment Philosophy
The investment objective of the Eastern Timberland Opportunities fund is to provide competitive timberland investment
returns from Eastern US timberland investments by pursuing management strategies to increase timber production and
land values through the investment term. TIR will maximize timber values within the portfolio with the application of
intensive forest management techniques to accelerate the growth in timber volume and movement into higher value
product categories.   Additional value will be captured by realizing higher and better use opportunities for select timberland
properties throughout the portfolio.

Quarterly Summary and Highlights
Eastern Timber Opportunities’s portfolio underperformed the
NCREIF Timberland Index by 3.33% for the quarter and
outperformed the NCREIF Timberland Index for the year by
4.96%.

Quarterly Asset Growth

Beginning Market Value $62,217,469

Net New Investment $-24,208

Investment Gains/(Losses) $1,672,743

Ending Market Value $63,866,004
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JP Morgan Infrastructure
Period Ended December 31, 2014

Investment Philosophy
The only open-ended private commingled infrastructure fund in the U.S, the JPMorgan Infrastructure Investments Fund
invests in stabilized assets in OECD countries with selected value-added opportunities, across infrastructure industry
sub-sectors, including: toll roads, bridges and tunnels; oil and gas pipelines; electricity transmission and distribution
facilities; contracted power generation assets; water distribution; waste-water collection and processing; railway lines and
rapid rail links; and seaports and airports.

Quarterly Summary and Highlights
JP Morgan Infrastructure’s portfolio underperformed the
CPI-W by 0.05% for the quarter and outperformed the
CPI-W for the year by 5.65%.

Quarterly Asset Growth

Beginning Market Value $75,830,499

Net New Investment $-202,143

Investment Gains/(Losses) $-1,415,091

Ending Market Value $74,213,265

(4%)

(2%)

0%

2%

4%

6%

8%

10%

12%

Last Quarter

(1.87%) (1.82%)

Fiscal YTD

3.76%

(2.04%)

Last
Year

5.97%

0.32%

Last 2 Years

7.46%

0.89%

Last 3 Years

8.54%

1.15%

Last 5 Years

6.48%

1.66%

Last 6 Years

6.19%

1.95%R
e

tu
rn

s

JP Morgan Infrastructure CPI-W

Relative Return vs CPI-W

R
e

la
ti
v
e

 R
e

tu
rn

s

(6%)

(4%)

(2%)

0%

2%

4%

6%

8%

2010 2011 2012 2013 2014

JP Morgan Infrastructure

Annualized Five Year Risk vs Return

1 2 3 4 5 6 7
1%

2%

3%

4%

5%

6%

7%

JP Morgan Infrastructure

CPI-W

Standard Deviation

R
e

tu
rn

s

 95
North Dakota State Investment Board - Insurance Trust



Grosvenor Cust. Infrastructure
Period Ended December 31, 2014

Investment Philosophy
The Customized Infrastructure Strategies LP is a commingled fund focused on providing a comprehensive, diversified
solution for investors looking to access the infrastructure asset class.  The Fund seeks to generate stable, long-term yield
and attractive risk-adjusted returns by investing in a diversified portfolio of primary core and core plus infrastructure funds
(30%), co-investments (40%) and opportunistic secondary fund purchases (30%).

Quarterly Summary and Highlights
Grosvenor Cust. Infrastructure’s portfolio outperformed the
CPI-W by 4.63% for the quarter and outperformed the
CPI-W for the year by 12.95%.

Quarterly Asset Growth

Beginning Market Value $21,903,307

Net New Investment $-1,784,424

Investment Gains/(Losses) $559,817

Ending Market Value $20,678,700
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Invesco Core Real Estate
Period Ended December 31, 2014

Investment Philosophy
IRE’s investment philosophy is comprised of two fundamental principles: (1) maximize the predictability and consistency of
investment returns and (2) minimize the risk of capital loss. This philosophy forms the cornerstone of the company’s real
estate investment philosophy.

Quarterly Summary and Highlights
Invesco Core Real Estate’s portfolio posted a 3.40% return
for the quarter placing it in the 30 percentile of the Total Real
Estate DB group for the quarter and in the 49 percentile for
the last year.

Invesco Core Real Estate’s portfolio outperformed the
NCREIF Total Index by 0.36% for the quarter and
outperformed the NCREIF Total Index for the year by
0.10%.

Quarterly Asset Growth

Beginning Market Value $97,986,588

Net New Investment $15,000,000

Investment Gains/(Losses) $3,846,671

Ending Market Value $116,833,258

Performance vs Total Real Estate DB (Net)
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25th Percentile 3.59 7.16 15.34 14.98 14.64

Median 2.87 5.89 11.90 12.60 12.51
75th Percentile 2.18 4.82 9.58 10.04 10.12
90th Percentile 1.15 1.71 6.79 7.14 7.22

Invesco Core
Real Estate 3.40 6.87 11.92 14.00 12.35

NCREIF Total Index 3.04 5.76 11.82 11.40 11.30

Relative Return vs NCREIF Total Index
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JP Morgan Real Estate
Period Ended December 31, 2014

Investment Philosophy
The J.P. Morgan U.S. Real Estate Income and Growth Fund seeks to construct and opportunistically manage a portfolio of
core direct real estate investments, complemented by other real estate and real estate-related assets.  The Fund pursues a
broadly diversified absolute-return strategy and pursues all property investments on an opportunistic basis.  The majority of
the Fund’s investments will be in direct core properties in the office, industrial, retail and residential sectors.

Quarterly Summary and Highlights
JP Morgan Real Estate’s portfolio posted a 3.57% return for
the quarter placing it in the 26 percentile of the Total Real
Estate DB group for the quarter and in the 88 percentile for
the last year.

JP Morgan Real Estate’s portfolio outperformed the NCREIF
Total Index by 0.53% for the quarter and underperformed
the NCREIF Total Index for the year by 4.09%.

Quarterly Asset Growth

Beginning Market Value $132,860,965

Net New Investment $-61,962

Investment Gains/(Losses) $4,741,601

Ending Market Value $137,540,603

Performance vs Total Real Estate DB (Net)
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Median 2.87 5.89 11.90 12.60 12.18 13.72 4.40
75th Percentile 2.18 4.82 9.58 10.04 9.63 11.02 3.25
90th Percentile 1.15 1.71 6.79 7.14 6.35 6.32 0.07

JP Morgan
Real Estate 3.57 3.61 7.73 13.17 14.06 14.37 1.74

NCREIF Total Index 3.04 5.76 11.82 11.40 11.11 12.13 7.15

Relative Return vs NCREIF Total Index
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JP Morgan  Short Term Bonds
Period Ended December 31, 2014

Investment Philosophy
The investment objective of this account is to outperform the Barclays Capital 1-3 year Government/Credit Index while
maintaining total return risk similar to that of the benchmark as measured over a market cycle. The weighted average
effective duration of the portfolio will typically remain within +/- 30% of the benchmark.

Quarterly Summary and Highlights
JP Morgan  Short Term Bonds’s portfolio posted a 0.22%
return for the quarter placing it in the 39 percentile of the CAI
Defensive Fixed-Inc Style group for the quarter and in the 50
percentile for the last year.

JP Morgan  Short Term Bonds’s portfolio outperformed the
Barclays Gov/Credit 1-3 Yr by 0.05% for the quarter and
outperformed the Barclays Gov/Credit 1-3 Yr for the year by
0.30%.

Quarterly Asset Growth

Beginning Market Value $236,882,072

Net New Investment $2,500,000

Investment Gains/(Losses) $525,462

Ending Market Value $239,907,534

Performance vs CAI Defensive Fixed-Inc Style (Gross)
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10th Percentile 0.41 0.41 1.49 1.20 2.25 2.14
25th Percentile 0.25 0.34 1.28 1.04 1.51 1.54

Median 0.22 0.26 1.06 0.83 1.17 1.20
75th Percentile 0.18 0.21 0.88 0.70 0.94 0.94
90th Percentile 0.07 0.11 0.70 0.59 0.69 0.71

JP Morgan
Short Term Bonds 0.22 0.27 1.07 0.77 1.12 1.17

Barclays
Gov/Credit 1-3 Yr 0.17 0.21 0.77 0.71 0.89 0.90

Relative Return vs Barclays Gov/Credit 1-3 Yr
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Babson Short Term Bonds
Period Ended December 31, 2014

Investment Philosophy
The investment objective of this account is to outperform the total return of the Barclays Capital 1-3 year US Government
Index while minimizing fluctuations in capital value and providing sufficient liquidity to fund withdrawals.

Quarterly Summary and Highlights
Babson Short Term Bonds’s portfolio posted a 0.61% return
for the quarter placing it in the 4 percentile of the CAI
Defensive Fixed-Inc Style group for the quarter and in the 5
percentile for the last year.

Babson Short Term Bonds’s portfolio outperformed the
Barclays Gov 1-3 Yr by 0.42% for the quarter and
outperformed the Barclays Gov 1-3 Yr for the year by
1.24%.

Quarterly Asset Growth

Beginning Market Value $238,867,110

Net New Investment $1,409,018

Investment Gains/(Losses) $1,452,240

Ending Market Value $241,728,368

Performance vs CAI Defensive Fixed-Inc Style (Gross)

0.0%

0.5%

1.0%

1.5%

2.0%

2.5%

3.0%

Last Quarter Fiscal YTD Last Last 2 Years Last 3 Years Last 3-1/4
Year Years

(4)

(70)

(4)

(72)

(5)

(97)

(5)

(96)

(10)

(98)

(10)

(98)

10th Percentile 0.41 0.41 1.49 1.20 2.25 2.14
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Median 0.22 0.26 1.06 0.83 1.17 1.20
75th Percentile 0.18 0.21 0.88 0.70 0.94 0.94
90th Percentile 0.07 0.11 0.70 0.59 0.69 0.71

Babson Short
Term Bonds 0.61 0.61 1.88 1.67 2.19 2.18

Barclays Gov 1-3 Yr 0.19 0.22 0.64 0.51 0.51 0.53

Relative Return vs Barclays Gov 1-3 Yr
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Babson Short Term Bonds - Legacy Fund
Period Ended December 31, 2014

Investment Philosophy
The investment objective of this account is to outperform the total return of the Barclays Capital 1-3 year US Government
Index while minimizing fluctuations in capital value and providing sufficient liquidity to fund withdrawals.

Quarterly Summary and Highlights
Babson Short Term Legacy’s portfolio posted a 0.45% return
for the quarter placing it in the 9 percentile of the CAI
Defensive Fixed-Inc Style group for the quarter and in the 2
percentile for the last year.

Babson Short Term Legacy’s portfolio outperformed the
Barclays Gov 1-3 Yr by 0.26% for the quarter and
outperformed the Barclays Gov 1-3 Yr for the year by
1.71%.

Quarterly Asset Growth

Beginning Market Value $172,382,049

Net New Investment $-129,580,689

Investment Gains/(Losses) $841,186

Ending Market Value $43,642,546

Performance vs CAI Defensive Fixed-Inc Style (Gross)
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Babson Short
Term Legacy 0.45 0.73 2.35 1.91 2.22

Barclays Gov 1-3 Yr 0.19 0.22 0.64 0.51 0.51

Relative Return vs Barclays Gov 1-3 Yr
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JP Morgan Short Term Bonds - Legacy Fund
Period Ended December 31, 2014

Investment Philosophy
The investment objective of this account is to outperform the Barclays Capital 1-3 year Government/Credit Index while
maintaining total return risk similar to that of the benchmark as measured over a market cycle. The weighted average
effective duration of the portfolio will typically remain within +/- 30% of the benchmark.

Quarterly Summary and Highlights
JPM Short Term Legacy’s portfolio posted a 0.04% return
for the quarter placing it in the 92 percentile of the CAI
Defensive Fixed-Inc Style group for the quarter and in the 87
percentile for the last year.

JPM Short Term Legacy’s portfolio underperformed the
Barclays Gov/Credit 1-3 Yr by 0.13% for the quarter and
underperformed the Barclays Gov/Credit 1-3 Yr for the year
by 0.00%.

Quarterly Asset Growth

Beginning Market Value $139,284,985

Net New Investment $-106,500,000

Investment Gains/(Losses) $221,764

Ending Market Value $33,006,749

Performance vs CAI Defensive Fixed-Inc Style (Gross)

0.0%

0.5%

1.0%

1.5%

2.0%

2.5%

3.0%

Last Quarter Fiscal YTD Last Year Last 2 Years Last 3 Years
(92)

(79)
(92)

(75)

(87)(86)
(84)(67)

(72)(79)

10th Percentile 0.41 0.41 1.49 1.20 2.25
25th Percentile 0.25 0.34 1.28 1.04 1.51

Median 0.22 0.26 1.06 0.83 1.17
75th Percentile 0.18 0.21 0.88 0.70 0.94
90th Percentile 0.07 0.11 0.70 0.59 0.69

JPM Short
Term Legacy 0.04 0.08 0.76 0.64 0.96

Barclays
Gov/Credit 1-3 Yr 0.17 0.21 0.77 0.71 0.89

Relative Return vs Barclays Gov/Credit 1-3 Yr
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Ρεσεαρχη ανδ Εδυχατιοναλ Προγραmσ

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

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

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

Wηιτε Παπερσ

Εmεργινγ Μαναγερσ: Σmαλλ Φιρmσ ωιτη Βιγ Ιδεασ

Ιν τηισ ιντερϖιεω, Χαλλαν�σ Υϖαν Τσενγ ανδ Λαυρεν Ματηιασ δισχυσσ τρενδσ ανδ ισσυεσ ιν τηε 

εmεργινγ mαναγερ αρενα. (Αλσο σεε ουρ ρελατεδ ϖιδεο: �Μαναγερ Τρενδσ: Εmεργινγ Μαναγερσ 

ανδ Μινοριτψ, Wοmεν, ανδ Dισαβλεδ−οωνεδ Φιρmσ.�)

Μαναγινγ DΧ Πλαν Ινϖεστmεντσ: Α Φιδυχιαρψ Ηανδβοοκ

In this handbook, Lori Lucas covers eight key areas of responsibility for DC plan iduciaries, 
ινχλυδινγ ινϖεστmεντ στρυχτυρε, Ινϖεστmεντ Πολιχψ Στατεmεντ, ΘDΙΑ οϖερσιγητ, ανδ οτηερσ. Wε 

αλσο ινχλυδε α χυστοmιζαβλε �Φιδυχιαρψ Χηεχκλιστ.�

Wηατ Dο Μονεψ Μαρκετ Ρεφορmσ Μεαν φορ Ινϖεστορσ? Α Ρουνδταβλε Dισχυσσιον ωιτη

Χαλλαν Εξπερτσ

Ιν ϑυλψ 2014, τηε ΣΕΧ αδοπτεδ αmενδmεντσ το τηε ρυλεσ τηατ γοϖερν mονεψ mαρκετ mυτυαλ 

φυνδσ. Τηε αmενδmεντσ αδδρεσσ τηε ρισκσ οφ αν ινϖεστορ ρυν ον mονεψ mαρκετ φυνδσ, ωηιλε 

seeking to preserve the beneits of these funds.

Ρεαλ Εστατε Γροωσ Γρεενερ: Ενϖιρονmενταλ Συσταιναβιλιτψ ωιτηιν Ινστιτυτιοναλ Ρεαλ 

Εστατε Ινϖεστmεντ

Σαραη Ανγυσ σηαρεσ χοmmονλψ ηελδ σεντιmεντσ ον τηε ρατιοναλε φορ υτιλιζινγ ενϖιρονmενταλλψ 

sustainable practices in real estate management. She provides an overview of inluential 
οργανιζατιονσ ανδ κεψ τρενδσ ιν τηε ινστιτυτιοναλ ρεαλ εστατε ινϖεστmεντ ινδυστρψ.

ΧΑΛΛΑΝ 
ΙΝςΕΣΤΜΕΝΤΣ 
ΙΝΣΤΙΤΥΤΕ

Εδυχατιον

ΦΟΥΡΤΗ ΘΤΡ 2014

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Χαλλαν ωουλδ λικε το τηανκ Μιχηαελ Βαρρψ 

οφ Πλαν Αδϖισορψ Σερϖιχεσ φορ ηισ  

χοντριβυτιονσ το τηισ ηανδβοοκ. 

 

 

Μαναγινγ DΧ Πλαν Ινϖεστmεντσ:  

Α Φιδυχιαρψ Ηανδβοοκ 

1Κνοωλεδγε. Εξπεριενχε. Ιντεγριτψ.
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Wηατ δο Μονεψ Μαρκετ Ρεφορmσ Μεαν φορ Ινϖεστορσ?

Α Ρουνδταβλε Dισχυσσιον ωιτη Χαλλαν Εξπερτσ

Money market funds are an important source of liquidity and are critical to our inancial markets. Following 

the inancial crisis of 2008, some money market funds “broke the buck,” with net asset values (NAVs) falling 

below $1 per share. The chaotic scene that ensued surprised investors, and regulators have responded by 

updating laws to prevent a repeat of that dificult time. 

On July 23, 2014, the Securities and Exchange Commission adopted amendments to the rules that govern 

money market mutual funds. The amendments address the risks of an investor run on money market funds, 

while seeking to preserve the beneits of these funds. The new rules—the second wave of reforms since 

2008—are effective October 14, 2014, but have a long compliance period (two years or more) to ease the 

transition. New requirements include:

 Institutional prime money market funds will have a loating NAV. Portfolios must value securities accord−

ing to their current market value and redeem shares based on the loating NAV.

 Non-government money market fund boards will now be able to impose liquidity fees and redemption 

gates to address investor runs. 

 The 2014 changes further tighten disclosure requirements (e.g., the requirement to disclose a fund’s level 

of daily and weekly liquid assets, net lows, and market-based NAV on a website)  and deine enhanced 

diversiication requirements and stress testing.1 

 

The ruling impacts many institutional investors, including sponsors of deined beneit and deined contribu−

tion plans. We assembled a group of Callan experts to highlight key provisions and their potential impacts 

on investors. Jim Callahan, CFA, manager of Callan’s Fund Sponsor Consulting group, sat down with his 

colleagues to discuss the latest money market reforms. Roundtable participants included Bo Abesamis, 

Steve Center, CFA, and Jimmy Veneruso, CFA, CAIA, from Callan’s Trust and Custody, Fund Sponsor, and 

Deined Contribution groups. (Their full biographies can be found at the end of the paper.)

1 Details on the new rules can be found at: http://www.sec.gov/rules/final.shtml

DΕΧΕΜΒΕΡ 2014

ΧΑΛΛΑΝ 
ΙΝςΕΣΤΜΕΝΤΣ 
ΙΝΣΤΙΤΥΤΕ  

Ασκ τηε 
Εξπερτ

Εϖερψβοδψ ηασ το σταρτ σοmεωηερε, ινχλυδινγ ινϖεστmεντ mαναγερσ. Εϖεν τηε λαργεστ 

irms with broad name recognition and substantial assets were once emerging irms. 
Εmεργινγ mαναγερσ γενεραλλψ ινχλυδε σmαλλερ ανδ νεωερ ινϖεστmεντ mαναγερσ, ποτεν−

τιαλλψ ωιτη ατψπιχαλ οωνερσηιπ στρυχτυρεσ. Wηιλε σmαλλερ ασσετ ποολσ χαν ωορκ αγαινστ 

τηεm ιν σοmε χασεσ, ιτ χαν αλσο ωορκ ιν τηειρ φαϖορ, εναβλινγ τηεm το αχχεσσ οππορτυνι−

τιεσ τηατ λαργερ, mορε εσταβλισηεδ ινϖεστmεντ mαναγερσ χαννοτ.

Μανψ Υ.Σ. ινστιτυτιοναλ ινϖεστορσ ηαϖε λονγ τραχκ ρεχορδσ οφ δεδιχατεδ ινϖεστmεντσ ωιτη 

εmεργινγ mαναγερσ ωηιλε οτηερσ αρε ϕυστ σταρτινγ το εξαmινε τηε σπαχε. Εmεργινγ 

mαναγερ προγραmσ αρε βεχοmινγ mορε χοmmονπλαχε, παρτιχυλαρλψ ατ πυβλιχ πενσιον 

φυνδσ, ασ ινϖεστορσ ρεχογνιζε τηε ποτεντιαλ πορτφολιο γαινσ τηατ χαν βε αχηιεϖεδ τηρουγη 

ινϖεστινγ ωιτη τηε διϖερσε ανδ εντρεπρενευριαλ ινϖεστmεντ mαναγερσ τηατ mακε υπ τηε 

εmεργινγ mαναγερ σπαχε.

Callan has long recognized the value that diversity of professionals and irm size can 
βρινγ το ινϖεστmεντ ουτχοmεσ. Ουρ φουνδερ Εδ Χαλλαν ωασ ινστρυmενταλ ιν λαυνχηινγ 

Προγρεσσ Ινϖεστmεντ Μαναγεmεντ mορε τηαν τωο δεχαδεσ αγο. Ιν 2010, ωε λαυνχηεδ 

Χαλλαν Χοννεχτσ το εξπανδ ουρ υνιϖερσε οφ εmεργινγ mαναγερ ανδ mινοριτψ, ωοmεν, 

and disabled owned irms. In this interview, Uvan Tseng talks with Lauren Mathias, 
ωηο οϖερσεεσ Χαλλαν Χοννεχτσ, αβουτ τρενδσ ανδ ισσυεσ ιν τηε εmεργινγ mαναγερ 

αρενα.

Α Χονϖερσατιον ωιτη 

Λαυρεν Ματηιασ, ΧΦΑ, 

ςιχε Πρεσιδεντ

Ιντερϖιεωεδ βψ  

Υϖαν Τσενγ, ΧΦΑ,  

ςιχε Πρεσιδεντ 

Εmεργινγ Μαναγερσ

Σmαλλ Φιρmσ ωιτη Βιγ Ιδεασ 

Knowledge. Experience. Integrity.

Environmental, social, and governance (ESG) practices have become a subject of increasing focus within 

the institutional investment realm, and the real estate asset class is no exception. Real estate is among the 

most demanding asset classes on the environment, given the materials, energy, and resources required to 

build and operate investment properties. Consequently, industry participants are seeking to raise aware-

ness regarding the impact of real estate on the environment and methods of developing more sustainable 

management practices. 

The focus on sustainability within the real estate industry is not altogether altruistic. Incorporating sus-

tainable practices can directly benefi t asset-level performance through cost savings. Additionally, many 

investment managers believe that sustainable properties appeal to a broader and more attractive tenant 

and buyer pool. Investment managers have intensifi ed efforts to incorporate sustainable practices into 

their management practices, investment strategies, and organizational culture. 

CALLAN 

INVESTMENTS 

INSTITUTE

Research

October 2014

Real Estate Grows Greener

Environmental Sustainability within Institutional Real Estate Investment

 Real estate carries a particularly heavy—and measurable—environmental footprint compared to most 

other asset classes. Many investment managers are implementing sustainability practices that mitigate 

the negative impacts of their real estate operations while enhancing returns and preserving value.

 Organizations that help to promote, benchmark, and certify real estate sustainability practices at the 

industry and property levels have gained traction. We identify some of the most prominent third parties 

that are helping real estate managers achieve sustainability improvements.

 A recent Callan survey of the largest real estate investment managers reveals that, while the level 

of awareness and incorporation of ESG practices varied among respondents, the movement toward 

increased emphasis and awareness of ESG issues was unanimous. 

 The focus on environmental sustainability is clearly rising among both real estate investment manag-

ers and investors. Callan anticipates that ESG issues within the institutional real estate industry will 

continue to garner increasing focus and proactivity, resulting in new industry standards and ultimately 

better investment and environmental outcomes. 



Θυαρτερλψ Πυβλιχατιονσ

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

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

Χαπιταλ Μαρκετ Ρεϖιεω: Α θυαρτερλψ mαχροεχονοmιχ ινδιχατορ νεωσλεττερ τηατ προϖιδεσ τηουγητφυλ ινσιγητσ ον τηε 

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

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

θυαρτερλψ περφορmανχε χοmmενταρψ.

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

ανδ οτηερ ισσυεσ ινϖολϖινγ πριϖατε εθυιτψ.

Θυαρτερλψ Dατα: Τηε Μαρκετ Πυλσε ρεφερενχε γυιδε χοϖερσ τηε Υ.Σ. εχονοmψ ανδ ινϖεστmεντ τρενδσ ιν δοmεστιχ ανδ 

international equities and ixed income, and alternatives. Our Inside Callan’s Database report provides performance 
ινφορmατιον γατηερεδ φροm Χαλλαν�σ προπριεταρψ δαταβασε, αλλοωινγ ψου το χοmπαρε ψουρ φυνδσ ωιτη ψουρ πεερσ.

Ρεαλ Ασσετσ Ρεπορτερ: Α ρεχυρρινγ νεωσλεττερ τηατ οφφερσ Χαλλαν�σ δατα ανδ ινσιγητσ ον ρεαλ εστατε ανδ οτηερ ρεαλ ασσετ 

ινϖεστmεντ τοπιχσ.

Συρϖεψσ

ΕΣΓ Ιντερεστ ανδ Ιmπλεmεντατιον Συρϖεψ 

Χαλλαν χονδυχτεδ α βριεφ συρϖεψ το ασσεσσ τηε στατυσ οφ ΕΣΓ, ινχλυδινγ ρεσπονσιβλε 

ανδ συσταιναβλε ινϖεστmεντ στρατεγιεσ ανδ ΣΡΙ, ιν τηε Υ.Σ. ινστιτυτιοναλ mαρκετ. Wε χολ−

lected responses from 211 U.S. funds representing approximately $1.4 trillion in assets. 

2014 Ινϖεστmεντ Μαναγεmεντ Φεε Συρϖεψ

Τηισ συρϖεψ χαπτυρεσ ινστιτυτιοναλ ινϖεστmεντ mαναγεmεντ φεε παψmεντ πραχτιχεσ ανδ τρενδσ.

We supplemented survey data (from 72 fund sponsors, $859 billion in assets and 211 invest−
ment managers, $15 trillion in AUM) with information from Callan’s proprietary databases to 
εσταβλιση τηε τρενδσ οβσερϖεδ ιν τηισ ρεπορτ. Χαλλαν χονδυχτεδ σιmιλαρ συρϖεψσ ιν 2004, 2006, 

2009, and 2011.

2014 DΧ Τρενδσ Συρϖεψ

This annual survey presents indings such as: Plan sponsors made changes to target date 
φυνδσ ιν 2013 ανδ ωιλλ χοντινυε το δο σο ιν 2014; Πασσιϖε ινϖεστmεντ οφφερινγσ αρε ινχρεασινγλψ 

χοmmον ιν τηε χορε ινϖεστmεντ λινευπ; Πλαν φεεσ χοντινυε το βε συβϕεχτ το χονσιδεραβλε δοων−

ωαρδ πρεσσυρε; Ρετιρεmεντ ινχοmε σολυτιονσ mαδε λιττλε ηεαδωαψ ιν 2013; ανδ mυχη mορε.

2013 Χοστ οφ Dοινγ Βυσινεσσ Συρϖεψ

Callan compares the costs of administering funds and trusts across all types of tax-exempt 
and tax-qualiied organizations in the U.S., and we identify ways to help institutional investors 
manage expenses. We ielded this survey in April and May of 2013. The results incorporate 
responses from 49 fund sponsors representing $219 billion in assets.

Χαλλαν Ινϖεστmεντσ Ινστιτυτε

2014 Deined Contribution Trends

ΧΑΛΛΑΝ 
ΙΝςΕΣΤΜΕΝΤΣ 
ΙΝΣΤΙΤΥΤΕ

  
Survey

2013 Χοστ οφ Dοινγ Βυσινεσσ Συρϖεψ
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2014 Ινϖεστmεντ Μαναγεmεντ  
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ΕΣΓ Ιντερεστ ανδ Ιmπλεmεντατιον Συρϖεψ

 Ενϖιρονmενταλ, σοχιαλ, ανδ γοϖερνανχε (ΕΣΓ) στρατεγιεσ αρε θυιχκλψ εϖολϖινγ ιν τηε ινστιτυτιοναλ ιν−

ϖεστmεντ αρενα. Α γρεατερ εmπηασισ ον ΕΣΓ φροm λαργε Υ.Σ. ινστιτυτιοναλ ινϖεστορσ, χονσιστεντ mεδια 

χοϖεραγε, ανδ γρεατερ αϖαιλαβιλιτψ ανδ σχοπε οφ ΕΣΓ−τηεmεδ ινϖεστmεντ στρατεγιεσ ηασ ρεσυλτεδ ιν 

αν υπτιχκ ιν ΕΣΓ ιmπλεmεντατιον ρατεσ αmονγ Υ.Σ.−βασεδ ινϖεστορσ.

 Ιν Σεπτεmβερ 2014, Χαλλαν χονδυχτεδ α βριεφ συρϖεψ το ασσεσσ τηε στατυσ οφ ΕΣΓ�ινχλυδινγ ρε−

σπονσιβλε ανδ συσταιναβλε ινϖεστmεντ στρατεγιεσ ανδ σοχιαλλψ ρεσπονσιβλε ινϖεστινγ�ιν τηε Υ.Σ. 

institutional market. The results relect responses from 211 U.S. funds representing approximately 

∃1.4 τριλλιον ιν ασσετσ.

 Μορε τηαν ονε−θυαρτερ οφ ρεσπονδεντσ (26%) ηαϖε ινχορπορατεδ ΕΣΓ φαχτορσ ιντο δεχισιον mακινγ, 

υπ φροm 22% ιν 2013. Αν αδδιτιοναλ 11% αρε χυρρεντλψ χονσιδερινγ ινχορπορατινγ ΕΣΓ. Ενδοωmεντσ 

ανδ φουνδατιονσ ωερε τηε ηιγηεστ αδοπτερσ ρελατιϖε το οτηερ φυνδ τψπεσ, τηουγη πυβλιχ φυνδσ σαω α 

mατεριαλ υπτιχκ ιν ινχορπορατιον ρελατιϖε το α ψεαρ αγο (15% ιν 2013 το 22% ιν 2014).

 Τηε γρεατεστ βαρριερσ το φυνδσ ινχορπορατινγ ΕΣΓ ιντο ινϖεστmεντ δεχισιον mακινγ ινχλυδε α λαχκ οφ 

χλαριτψ οϖερ τηε ϖαλυε προποσιτιον, α δεαρτη οφ ρεσεαρχη τψινγ ΕΣΓ φαχτορσ το ουτπερφορmανχε, ανδ α 

perceived disconnect between ESG factors and inancial outcomes.



Χαλλαν Ινϖεστmεντσ Ινστιτυτε

Εϖεντσ

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

“Event Summaries” and downloading the actual presentation slides from our website. Our most recent programs:

Οχτοβερ 2014 Ρεγιοναλ Wορκσηοπ, Τηε Εδυχατιον οφ Βετα: An exploration of smart beta 
strategies, or alternatives to traditional cap-weighted indices. Our speakers were Angel 
Ηαδδαδ; Γενε Ποδκαmινερ, ΧΦΑ; ανδ Μαρκ Σταηλ, ΧΦΑ.

ϑυνε 2014 Ρεγιοναλ Wορκσηοπ, Πολιχψ Ιmπλεmεντατιον Dεχισιονσ: Α δισχυσσιον οφ πορτφο−

λιο βιασεσ ανδ τηε χηαλλενγεσ τηερειν. Wε λοοκεδ ατ τηε χοmmον βιασεσ, ηοω τηεψ�ϖε ωορκεδ 

(or not) for the portfolio, and evaluating time horizons. Our speakers were Jay Kloepfer,  
Ανδψ Ισερι, ανδ Μικε Σωιννεψ. 

Υπχοmινγ Εδυχατιοναλ Προγραmσ

Τηε 35τη Νατιοναλ Χονφερενχε

January 26 –28, 2015 in San Francisco

Σπεακερσ ινχλυδε: Ερσκινε Βοωλεσ, Αλαν Σιmπσον, Μαδδψ Dψχητωαλδ, Γαρψ Λοχκε, Dανιελ Πινκ, Πηιλιππε Χουστεαυ, 

and the 2015 Capital Markets Panel. Workshops on active share, retirement in America, endowments and founda−

τιονσ, ανδ DΧ πλαν φεεσ.

ϑυνε ανδ Οχτοβερ 2015 Ρεγιοναλ Wορκσηοπσ

Dατεσ ανδ λοχατιονσ ΤΒΑ

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

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

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

ΧΑΛΛΑΝ 
ΙΝςΕΣΤΜΕΝΤΣ 
ΙΝΣΤΙΤΥΤΕ

Τηε Εδυχατιον οφ Βετα
 

2014 Ρεγιοναλ Wορκσηοπ 

Οχτοβερ 21, Χηιχαγο

Οχτοβερ 22, Νεω Ψορκ 

Εϖεντ  
Συmmαρψ

ΧΑΛΛΑΝ 
ΙΝςΕΣΤΜΕΝΤΣ 
ΙΝΣΤΙΤΥΤΕ

Πολιχψ Ιmπλεmεντατιον Dεχισιονσ
 

2014 Ρεγιοναλ Wορκσηοπ 

ϑυνε 24, Ατλαντα 

ϑυνε 25, Σαν Φρανχισχο 

Εϖεντ  
Συmmαρψ



Τηε Χεντερ φορ Ινϖεστmεντ Τραινινγ Εδυχατιοναλ Σεσσιονσ

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

mεντ προχεσσ. Τηε �Χαλλαν Χολλεγε� χουρσεσ χοϖερ τοπιχσ τηατ αρε κεψ το υνδερστανδινγ ψουρ ρεσπονσιβιλιτιεσ, τηε ρολεσ 

οφ εϖερψονε ινϖολϖεδ ιν τηισ προχεσσ, ηοω τηε προχεσσ ωορκσ, ανδ ηοω το ινχορπορατε τηεσε στρατεγιεσ ανδ χονχεπτσ 

into an investment program. Listed below are the 2015 dates.

Αν Ιντροδυχτιον το Ινϖεστmεντσ

Απριλ 14−15, 2015 ιν Ατλαντα

ϑυλψ 21−22, 2015 ιν Σαν Φρανχισχο

Οχτοβερ 27−28, 2015 ιν Χηιχαγο

This one-and-one-half-day session is designed for individuals who have less than two years’ experience with institu−

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

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

Παρτιχιπαντσ ιν τηε ιντροδυχτορψ σεσσιον ωιλλ γαιν α βασιχ υνδερστανδινγ οφ τηε διφφερεντ τψπεσ οφ ινστιτυτιοναλ φυνδσ, 

ινχλυδινγ α δεσχριπτιον οφ τηειρ οβϕεχτιϖεσ ανδ ινϖεστmεντ σεσσιον στρυχτυρεσ. Τηε σεσσιον ινχλυδεσ:

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

ρεσπονσιβιλιτιεσ

• A brief outline of the types and characteristics of different plans (e.g.,deined beneit, deined contribution, 
ενδοωmεντσ, φουνδατιονσ, οπερατινγ φυνδσ)

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

iduciaries implement their investment sessions

Tuition for the Introductory “Callan College” session is $2,350 per person. Tuition includes instruction, all materials, 
breakfast and lunch on each day, and dinner on the irst evening with the instructors.

Χυστοmιζεδ Σεσσιονσ

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

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

sor or you provide services to institutional tax-exempt plans. Past customized “Callan College” sessions have covered 
topics such as: custody, industry trends, sales and marketing, client service, international, ixed income, and managing 
τηε ΡΦΠ προχεσσ. Ινστρυχτιον χαν βε ταιλορεδ το βε βασιχ ορ αδϖανχεδ.

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

�ΧΑΛΛΑΝ 
COLLEGE”

Εδυχατιον

ΦΟΥΡΤΗ ΘΤΡ 2014
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1

Quarterly List as of  

December 31, 2014

Knowledge. Experience. Integrity. 

Manager Name Educational Services Consulting Services 
1607 Capital Partners, LLC  Y 
Aberdeen Asset Management Y Y 
Acadian Asset Management, Inc. Y  
Advisory Research Y  
Affiliated Managers Group  Y 
AllianceBernstein Y  
Allianz Global Investors U.S. LLC Y Y 
Allianz Life Insurance Company of North America  Y 
Altrinsic Global Advisors, LLC  Y 
American Century Investment Management Y  
Apollo Global Management Y  
AQR Capital Management Y  
Ares Management Y  
Ariel Investments Y  
Aristotle Capital Management Y  
Aronson + Johnson + Ortiz Y  
Artisan Holdings  Y 
Atlanta Capital Management Co., L.L.C. Y Y 
Asset Strategy Consultants Y  
AXA Rosenberg Investment Management Y  
Babson Capital Management LLC Y  
Baillie Gifford International LLC  Y Y 
Baird Advisors Y Y 
Bank of America  Y 
Baring Asset Management Y  
Barrow, Hanley, Mewhinney & Strauss, Inc. Y Y 
BlackRock Y  
BMO Asset Management Y  
BNP Paribas Investment Partners Y  
BNY Mellon Asset Management Y Y 
Boston Company Asset Management, LLC (The) Y Y 
Boston Partners ( aka Robeco Investment Management) Y Y 
Brandes Investment Partners, L.P. Y Y 
Brandywine Global Investment Management, LLC Y  
Brown Brothers Harriman & Company Y  
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multi-manager small cap equity fund and as the non-discretionary adviser to a series of Target Maturity Funds known as the Callan GlidePath

®
 Funds. 

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

Capital Group Y  

CastleArk Management, LLC  Y 

Causeway Capital Management Y  

Central Plains Advisors, Inc.  Y 

Chandler Asset Management Y  

Chartwell Investment Partners Y  

ClearBridge Investments, LLC (fka ClearBridge Advisors) Y  

Cohen & Steers Y Y 

Columbia Management Investment Advisors, LLC Y Y 

Columbus Circle Investors Y Y 

Corbin Capital Partners Y  

Cornerstone Capital Management Holdings (fka Madison Square) Y  

Cornerstone Investment Partners, LLC Y  

Cramer Rosenthal McGlynn, LLC Y  

Crawford Investment Council  Y 

Credit Suisse Asset Management Y  

Crestline Investors Y Y 

Cutwater Asset Management Y  

DB Advisors Y Y 

Delaware Investments Y Y 

DePrince, Race & Zollo, Inc. Y Y 

Deutsche Asset  & Wealth Management Y Y 

Diamond Hill Investments Y  

DSM Capital Partners  Y 

Duff & Phelps Investment Mgmt. Y Y 

Eagle Asset Management, Inc.  Y 

EARNEST Partners, LLC Y  

Eaton Vance Management Y Y 

Epoch Investment Partners Y  

Fayez Sarofim & Company  Y 

Federated Investors  Y 

First Eagle Investment Management Y  

First State Investments Y  

Fisher Investments Y  

Franklin Templeton   Y Y 

Fred Alger Management Co., Inc. Y  

Fuller & Thaler Asset Management Y  

GAM (USA) Inc. Y  

GE Asset Management Y Y 

Geneva Capital Management Y  

Goldman Sachs Asset Management Y Y 

Grand-Jean Capital Management Y Y 

GMO (fka Grantham, Mayo, Van Otterloo & Co., LLC) Y  

Great Lakes Advisors, Inc.  Y 

The Guardian Life Insurance Company of America  Y 
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Guggenheim Investments Asset Management (fka Security Global) Y  

GW&K Investment Management Y  

Hancock National Resources Group Y  

Harris Associates Y  

Harbor Capital  Y 

Hartford Investment Management Co. Y Y 

Heightman Capital Management Corporation  Y 

Henderson Global Investors Y Y 

Hotchkis & Wiley Y  

Impax Asset Management Limited Y  

Income Research & Management Y  

Industry Funds Management Y  

Insight Investment Management  Y 

Institutional Capital LLC Y  

INTECH Investment Management Y  

Invesco Y Y 

Investment Management of Virginia Y  

Investec Asset Management Y  

Jacobs Levy Equity Management  Y 

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

Jensen Investment Management  Y 

J.M. Hartwell Y  

J.P. Morgan Asset Management Y Y 

KeyCorp  Y 

Lazard Asset Management Y Y 

Lee Munder Capital Group Y  

Lincoln National Corporation  Y 

Logan Circle Partners, L.P. Y  

Longview Partners Y  

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

Lord Abbett & Company Y Y 

Los Angeles Capital Management Y  

LSV Asset Management Y  

Lyrical Partners Y  

MacKay Shields LLC Y Y 

Man Investments Y  

Manulife Asset Management Y  

Martin Currie Y  

Marvin & Palmer Associates, Inc. Y  

Mellon Capital Management Y  

MFS Investment Management Y Y 

MidFirst Bank  Y 

Mondrian Investment Partners Limited Y Y 

Montag & Caldwell, Inc. Y Y 

Morgan Stanley Alternative Investment Partners Y  

Morgan Stanley Investment Management Y Y 
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Mountain Lake Investment Management LLC  Y 

MUFG Union Bank, N.A.  Y 

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

Newton Capital Management Y  

Northern Lights Capital Group  Y 

Northern Trust Global Investment Services Y Y 

Nuveen Investments Institutional Services Group LLC Y  

Old Mutual Asset Management Y Y 

OppenheimerFunds, Inc. Y  

O’Shaughnessy Asset Management, LLC Y  

Pacific Investment Management Company Y  

Palisade Capital Management LLC Y  

Parametric Portfolio Associates Y  

Peregrine Capital Management, Inc. Y Y 

Philadelphia International Advisors, LP Y  

PineBridge Investments (formerly AIG) Y  

Pinnacle Asset Management Y  

Pioneer Investment Management, Inc. Y  

PNC Capital Advisors (fka Allegiant Asset Mgmt) Y Y 

Polen Capital Management Y  

Post Advisory Y  

Principal Financial Group  Y 

Principal Global Investors Y Y 

Private Advisors Y  

Prudential Fixed Income Management Y  

Prudential Investment Management, Inc. Y Y 

Putnam Investments, LLC Y Y 

Pyramis Global Advisors Y  

Rainier Investment Management Y  

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

Research Affiliates  Y 

Regions Financial Corporation  Y 

RCM  Y 

Robeco Investment Management (aka Boston Partners) Y Y 

Rothschild Asset Management, Inc. Y Y 

RS Investments Y  

Russell Investment Management Y  

Santander Global Facilities  Y 

Schroder Investment Management North America Inc. Y Y 

Scout Investments Y  

SEI Investments  Y 

SEIX Investment Advisors, Inc. Y  

Select Equity Group Y  

Silvercrest Asset Management Company Y  

Smith Graham and Company  Y 
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Smith Group Asset Management  Y 

Standard Life Investments Y  

Standish (fka, Standish Mellon Asset Management) Y  

State Street Global Advisors Y  

Stone Harbor Investment Partners, L.P. Y Y 

Systematic Financial Management Y  

T. Rowe Price Associates, Inc. Y Y 

Taplin, Canida & Habacht Y  

TCW Asset Management Company Y  

UBS Y Y 

Van Eck Y  

Victory Capital Management Inc. Y  

Voya Investment Management (fka ING Investment Management) Y Y 

Vulcan Value Partners, LLC  Y 

Waddell & Reed Asset Management Group Y Y 

Wall Street Associates Y  

WCM Investment Management Y  

WEDGE Capital Management  Y 

Wellington Management Company, LLP Y  

Wells Capital Management Y  

Western Asset Management Company Y  

William Blair & Co., Inc. Y Y 
 













































































AGENDA ITEM IV.C.





  AGENDA ITEM IV. F. 
 
TO:    State Investment Board    
 
FROM:   Dave Hunter, Executive Director/CIO     
 
DATE:   February 20, 2015 
 
SUBJECT:  Pension and Investment-Related Periodicals  
 

 

Background: 
 
In recognition of the importance of education to the success of fulfilling fiduciary responsibilities, 
State Investment Board members are encouraged to take advantage of appropriate educational 
tools, which may include, but are not limited to the following: 
 

1. External educational conferences, seminars, workshops, courses or similar programs 

2. In-house presentations by the Board’s service providers, staff, or non-affiliated investment 
experts 

3. Relevant periodicals, trade journals, textbooks, electronic media, etc. 
 
With regards to relevant periodicals, SIB Governance Policy – Governing Styles 1.F. states as 
follows: 
 

“The executive director will provide the SIB with a list of periodicals available which would 
provide current information on pension issues. The board members will review and request 
subscriptions to appropriate periodicals.” 

 
 
Periodical Suggestions: 
 
SIB members are encouraged to subscribe to pension and investment-related periodicals. Illustrative 
examples of periodicals published by the following entities that Board members may consider 
subscribing to include, but are not limited to the following: 
 

1. Callan Investments Institute and Callan Associates Research  

2. CFA Institute: Financial Analyst Journal, Conference Proceedings, Research Foundation 

3. Council of Institutional Investors 

4. Employee Benefits Research Institute 

5. Institutional Investor 

6. International Foundation of Employee Benefit Plans 

7. National Association of State Retirement Administrators 

8. National Conference on Public Employee Retirement Systems 

9. National Council on Teachers Retirement 

10. Plan Sponsor 



11. Public Pension Investment Management Program (SACRS) 

12. The Economist 

13. The Public Pension Institute 

14. The Wall Street Journal 



  AGENDA ITEM V. A. 
 
 
TO:    State Investment Board    
 
FROM:   Dave Hunter, Executive Director/CIO     
 
DATE:   February 20, 2015  
 
SUBJECT:  Timber Investment Resources – BOARD ACTION REQUESTED 

 

 

Investment Manager Request: 
 
Timber Investment Resources, LLC (“TIR”) requests the SIB extend the term of the 
Springbank, LLC management agreement by 7 years to June 30, 2022 in order to maximize 
future earnings from this $116 million investment on behalf of the SIB. 
 
Background: 
 
TIR was established in 2003 and manages over $1.3 billion of timberland including $260 
million for the SIB as follows:  1) Springbank - $116 million; 2) Teredo - $80 million; and 
Eastern Timber Opportunities (“ETO”) - $64 million. 

 

 
Note:  Totals may not foot due to rounding. 

 
Since 2004, the SIB has invested nearly $194 million with TIR including a $95 million 
investment in Springbank. TIR has returned approximately 73% of our total invested capital 
(or $141 million) including 97% (or $92 million) relating to our original $95 million investment 
with Springbank.  SIB’s total remaining investments with TIR are valued at $260 million.   

 

 
 

Overall, TIR has generally performed well for the SIB over the long-term as evidenced by an 
Inception to Date Net Internal Rate of Return (“Net IRR”) of 12.3% for Springbank noting 
that SIB’s remaining Springbank investment is valued at approximately $116 million as of 
12/31/2014.  Springbank’s net time weighted return since inception is approximately 7%. 

SIB Investment Summary: Springbank Teredo ETO Total 

Market Value at 12/31/14 $116 $80 $64 $260

Cash Contributions ($ in millions) ($95) ($40) ($59) ($194)

Cash Distributions $92 $42 $7 $141

F.M.V. + Cash Returned $209 $121 $71 $401

Performance Summary: Springbank

Inception to Date Net IRR 12.3%

Date to Termination Net IRR 7.5%

Forecasted Lifetime Net IRR 11.5%



TIR’s gross time-weighted returns for all SIB investments have exceeded the NCREIF 
(National Council of Real Estate Investment Fiduciaries) Timberland Index returns on an 
inception to date basis by over 3%. However, TIR’s recent returns have underperformed 
largely due to the slower economic recovery in the southeastern U.S. in which Springbank is 
located (along the I-75 corridor between Atlanta, Georgia and Chattanooga, Tennessee).   

 

 
 
RIO has conducted extensive due diligence on TIR including site visits to the timberland 
properties, numerous discussions with several timber investment consultants, and extended 
discussions with other investment partner in Springbank (the Houston Firefighters’ Relief and 
Retirement Fund).  In summary, RIO believes TIR is uniquely qualified to maximize the 
remaining economic value inherent in Springbank noting that TIR senior management 
averages over 25 years of industry experience and has worked with the SIB since 2004.   
 
 
RIO Recommendation: 
 
RIO recommends the SIB agree to extend the term of the Springbank management 
agreement by up to 7 years on or before June 30, 2015.  This recommendation is subject 
to further legal review and negotiation including a final review of TIR’s audited financial 
results for the year ended December 31, 2014.  The revised fee agreement is also subject to 
further negotiation but will not exceed the “Implied Timberland Management Fees” of 
approximately 0.90% for Separate Accounts (as published by Forisk Consulting).    

 

 

NDSIB Performance Results NDSIB NCREIF NCREIF

As of 12/31/14 Composite U.S. South

1-year 7.3% 10.5% 10.2%

3-year 3.2% 9.3% 7.7%

5-year 2.4% 5.8% 3.7%

7-year 1.2% 4.7% 3.7%

Since Inceptions (10.25 years) 11.9% 8.7% 7.6%



Timber Investment Update 
 

February 27, 2015 

 

 

Dave Hunter & Darren Schulz 

Executive Director/CIO & Deputy CIO 

ND Retirement & Investment Office (RIO) 

State Investment Board (SIB)  
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Agenda Item V.  A. - Public 



Overview of TIR – Higher, Better Use is TIR’s Difference 

 TIR was established in 2003 and manages over $1.3 billion of timberland portfolios 

 Senior management averages over 25 years of experience acquiring, managing and selling 

timberland (acquired over 2.4 million acres worth nearly $2.4 billion in over 170 transactions) 

 Privately owned to align financial interests with clients 

 Horizontally integrated across core functions – acquisitions, asset management, decision 

support and dispositions are in house (internal investment foresters and staff and internal 

economic research, biometric research and real estate optimization capabilities) 

 Highly disciplined investment process that leverages experience, skills and proprietary tools 

focusing on “Higher and Better Use or “HBU”. 

 Utilize value oriented investment approach distinguished by a comprehensive and 

highly intensive due diligence process (historically have acquired just 11 percent of all 

opportunities analyzed) 
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 SIB has three timber holdings managed by Timberland Investment Resources (TIR) : 
 

 Springbank,  LLC – 2003 (Pension Trust) 

• 76% owned by SIB (with the Houston Firefighters Relief and Retirement Fund owning the other 24%) 

• $116 million market value (12/31/2014) for NDSIB 

• TIR managed since October 1, 2004 

• TIR Inception to Date Net IRR approximates12% with a TIR Forecasted Net Lifetime IRR over 10% 

• Callan TWR approximates 7% since inception but less than 1% over the last year (2014) 

 

 Teredo Timber,  LLC – 2001  (Pension Trust)  IRR = Internal Rate of Return is impacted by cash flows 

• 100% owned by SIB   TWR = Time Weighted Return is not impacted by flows 

• $80 million market value (12/31/2014) for NDSIB 

• TIR managed since July 1, 2006 

• TIR Inception to Date and Lifetime Forecasted Net IRR exceeds 10% 

• Callan TWR approximates 10% since inception and over 10% in the last year (2014) 

 

 Eastern Timberland Opportunities,  LLC (ETO) – 2009  (Insurance Trust) 

• 51.99% owned by SIB 

• $64 million market value (12/31/2014) for NDSIB 

• TIR managed since inception January 1, 2009 

• TIR Inception to Date Net IRR approximates 4.3% with a TIR Forecasted Net Lifetime IRR of 6.7% 

• Callan TWR approximates 4% since inception and over 14% in the last year (2014) 

 

  TIR stated returns are unaudited and/or forecasted amounts which are subject to change. 

SIB Timberland Investments - $260 million at 12/31/14 
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Springbank – TIR managed since October 1, 2004 

 

 Springbank, LLC 

• 76% owned by SIB 

• $116 million market value (12/31/2014) 

for NDSIB 
 

 Acquired from Bowater in 2003 

 Original investors included a group of high-net-

worth (HNW) individuals, Houston Firefighters’  

Relief & Retirement Fund (HFRRF) and the North 

Dakota State Investment Board (NDSIB) 

 In 2004, HNW sold its interest to NDSIB  

 The original structure included a fiber supply 

agreement (FSA) that has expired 

 TIR management states its “keys to success” is the 

integrated management of the FSA and the land 

disposition strategy  

 Inception to Date Net IRR 12% to 12/31/14 

 TIR Forecasted Lifetime Net IRR >10% in 

2022 

 Callan Net TWR approx. 7% since inception 

 TIR stated returns are unaudited and subject to change 
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Teredo – TIR managed since July 1, 2006 

 

 Teredo Timber, LLC (Teredo) 

• 100% owned by SIB 

• $80 million market value (12/31/2014) 

for NDSIB 
 

 First timberland investment made by NDSIB 

 TIR has had an active land sale program since TIR 

assumed management of Teredo in 2006 

 TIR was hired based on the active management style 

we demonstrated on Springbank coupled with the lack 

of activity and poor performance of the prior manager 

– Regions (performance results were significantly 

lagging the index despite Teredo being a high quality 

portfolio) 

 Inception to Date Net IRR > 10% to 12/31/14 

 TIR Forecasted Lifetime Net IRR > 10% in 2017 

 Callan Net TWR > 10% Inception to Date or 

Forecasted Lifetime 

 

 

 
 TIR stated returns are unaudited and subject to change 
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ETO – TIR managed since inception in 2009 

 

 Eastern Timberland Opportunities, LLC 

(ETO)   

• 51.99% owned by SIB 

• $64 million market value (12/31/2014) 

for NDSIB 
 

 ETO’s objective was to acquire high quality 

timberlands located in the Eastern US 

 NDSIB is the anchor of the fund which includes a 

European investor, a university endowment, public 

pension plans and a fund-of-funds 

 ETO closed in 2008 -- TIR had the benefit that of 

recognizing that “the world had changed” with the 

collapse of Lehman 

 Acquisition focus evolved to searching for 

distressed sales  

 TIR Inception to Date Net IRR ~ 4.3% 

 TIR Forecasted Lifetime Net IRR ~ 6.7%  

 Callan Net TWR ~ 4% since inception but > 

14% in the last year (2014) 
 TIR stated returns are unaudited and subject to change 
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Springbank – Requesting a Term Extension 

 Springbank will terminate on 6/30/15 with the option for a one year 

extension.  

 Retail values have held up but demand has declined during the recession. 

 Retail demand will be driven by continued population growth, employment and 

easing credit conditions.   

 On the timber side, local mills have signaled their commitment to the region: 

 IP announced a $150 million investment in its paper mill in Rome; and, 

 Resolute announced a $105 million capital investment in the paper mill in Calhoun. 

 Inception to Date Net IRR of 12% as of 12/31/2014 

 TIR Forecasted Lifetime Net IRR over 10% in 2022 
 

 TIR stated returns are unaudited and subject to change 

 

 

 

 

TIR is requesting an extension to obtain additional time to execute.  
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Springbank – 76% owned by SIB ($116 million 12/31/14) 

 

 

 

Interesting comparison to a similar situated publicly traded company  
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Teredo – 100% owned by SIB ($80 million 12/31/14) 

 Teredo has performed well on an inception to date basis (> 10% Net IRR) 

largely due to its inherent optionality coupled with TIR’s active, value 

management style 

 Recreational sales in SC and NC 

 Gold mine lease in SC 

 Pipeline right-of-ways in Texas 

 Opportunistic timber sales 

 TIR will continue to execute on that optionality – opportunistic land and 

timber sales 

 TIR Inception to Date and Lifetime Net IRR forecasted to > 10% 

 

 TIR stated returns are unaudited and subject to change 
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ETO – 52% Owned by SIB ($64 million at 12/31/14) 

 Diversified portfolio well positioned to benefit from improving markets 

 The Four Hills (Florida Panhandle) investments will ensure the success of 

ETO 

 Attractive timber opportunities. 

 Strong land market and timber market. 

 Other properties provide significant diversification benefits and will 

contribute to the overall performance through its term (2019) 

 Inception to Date Net IRR of 4.3% at 12/31/14 

 Life of investment return is forecasted to be 6.7% (net IRR) 

 TIR stated returns are unaudited and subject to change 

 

 

 

TIR Management View: 

Diversified portfolio with an excellent anchor property in Florida  
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Timber – Callan Definition 

 Timber:  Investments that provide funding for the 
purchase and development of timberland and provide for 
resource asset management.   

 Timber offers a unique form of real estate: 

 Income derived from harvesting a commodity. 

 Supply and demand conditions can dominate income and 
capital appreciation. 
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Timber – Benefits and Considerations 

Benefits 

 Low correlation with other asset 
classes 

 Biological growth component 

 Income return 

 Inflation hedge 

Considerations 
 Illiquidity 

 Limited availability of investments 

 Economic risks 
 Price volatility 

 Supply and demand risks 

 Illiquidity risk 

 Risk of overpaying 

 Environmental risks 
 Fire and other natural disasters 

 Pest infestation and disease 

 Regulatory risk 

 High fees relative to traditional 
investments 

 

 

 
 Source: Callan 
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Timber – Callan Asset Class Profile 

 Timber can be included as a 
diversifying, unique form of 
real estate or part of a real 
assets portfolio. 

 Provides a solid long-term 
inflation hedge, stemming 
from biological growth, 
income generated by 
harvesting a commodity, 
capital appreciation. 

 Long-term, illiquid 
investment with thin supply 
of institutional-quality 
product, unique operational 
risks (fire, pests, disease, 
regulation).  

 

 

Can be considered as a diversifier to a total institutional portfolio, to real estate, or in 

the context of an explicit inflation hedge. Excellent inflation hedge. Expected return and 

risk comparable to real estate. Low correlation to other asset classes. Optimal target 

percentage 10-15% of real assets portfolio. 

Expected Return 

Expected Risk 

Observed Volatility 

Correlation with CPI 

Short-Term Inflation Hedge 

Long Term Inflation Hedge 

Flight to Quality Hedge 

Diversification Benefit 

Liquidity 

Availability of Product 

Opportunity for Alpha 

Fees and Expenses 

Excellent 

Very Good 

Cash Equity 

Fair 

Very Good 

Poor 

Fair 

Good 

High 

Cash Equity 

Cash Equity 

Low High 

Poor Excellent 

Poor Excellent 

Poor Excellent 

Poor Excellent 

Poor Excellent 

Poor Excellent 

Poor Excellent 

Low High 
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Timber Benchmarks 

 Created in 1987, provides an industry standard for the U.S. timber 
management industry 

 The index began during a supply trough for the industry which skews the 
relative performance of timber upward for roughly a 5-year period 

 Non-investable index reported gross of fees 

 Volatility of the index is understated due to smoothing effect of appraisals 

 The index represents only a small sample size of the U.S. timber market 

 Alternative benchmark: a real return hurdle 

 

NCREIF Timberland Index (as described by Callan) 
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Timber – Callan Investment Implementation 

 

Commingled Funds Characteristics and Terms 

 Process is similar to that of a closed-end private equity or real estate fund 

 Typically a three year investment period and 7-10 year term, with possible 
extensions 

 Capital calls and distributions must be managed and may follow a J-curve 
pattern 

 Vintage year diversification important 

 Fund will typically include greater than ten investments and levels of 
diversification vary by strategy 

 Minimums range from $1mm to $5mm with some outliers up to $10mm 

 Management fees range from 0.75% to 1.25% with outliers on either side 
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Timber – Characteristics 

Sources of Return 

 Biological Growth 
 Source of more than 50% of investment 

return 

 Value can be stored “on the stump” 

 Lower fees than commingled funds 

 Timber Prices 
 Source of about 25% of the investment return 

 Tied to broader economy 

 Conservation can inflate prices regionally 

 Land Appreciation 
 Source of about 10% to 25% of the 

investment return 

 Higher and Better Use (“HBU”) has become 
more prevalent 

 Depends on real estate market 

 Other 
 Hunting and fishing licenses and fees 

 

Timberland Investable Universe 

 Primary U.S. Timberland Regions 
 Southeast (South) 

 Pacific Northwest (West) 

 Northeast and North Central (Lake States) 

 Primary International Timberland Regions  
 South America: Brazil, Uruguay, Chile, 

Paraguay 

  Asia: Australia, New Zealand 

  South Africa 

  Russia  

  Canada 

 Stage of Growth  
  Mature: High Cash Flow Potential 

(Sawtimber) 

  Intermediate: Greatest Appreciation 
Potential (Chip-n-Saw) 

  Young: Lowest Commercial Value (Pulpwood) 
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SIB Legislative Bill Tracking Status Report 
As of February 27, 2015 
 
 
1. SB2022 – RIO Budget Bill (Support) 
 
1/06/2015 – Introduced, first reading, referred to Appropriations Committee 
1/14/2015 8:30 am – Committee Hearing - Senate Appropriations 

Dave presented testimony (Fay and Connie also attended); there were general investment 
related questions but no specific budget related questions. 

1/29/2015 2:00 pm – Subcommittee Hearing with Senators Krebsbach, Sorvaag and Heckaman on 
PERS and RIO budget – Connie and Dave answered RIO budget questions without issue.  

2/20/2015 9:30 am – Second Subcommittee meeting  
 Dave attended but no changes were requested for RIO 
2/24/2015 – Consideration of Amendments – passed (removed Governor’s market equity and 
retirement contribution increases and reduced performance based increase by 1% per year) 
2/24/2015 – Second reading, passed, 46-0 
 

2. HB1063 – Relating to modifications to investment policies for and funds under management 
of the State Investment Board (“administrative changes”) (Support) 
 
This is the administrative changes bill submitted by the SIB. It clarifies existing language in Chapter 
21-10, corrects an incorrect paragraph reference and updates the list of statutory funds under SIB 
management 
 
1/06/2015 – Introduced, first reading, referred to House Government and Veterans Affairs Committee. 
1/08/2015 9:30 am – Committee Hearing - House Government and Veterans Affairs 
 Dave provided testimony in support of the bill. 
1/09/2015 – Reported back, do pass, 14-0-0 
1/12/2015 – Second reading, passed, 92-0 
2/19/2015 – Received from House, introduced, first reading, referred to Senate Gov’t and Vets Affairs 
 

3. SB2039 – …relating to a public employee retirement stabilization fund and funds managed 
by the state investment board.  (Monitor) 
 
This bill would create the public employee retirement stabilization fund for the purpose of addressing 
any unfunded retirement obligations of the main state employee retirement plan and put the 
supervision of the investment of the fund under the SIB. 
 
1/06/2015 – Introduced, first reading, referred to Senate Education Committee. 
1/12/2015 – Committee Hearing – 10:15 am 
 Dave attended but did not provide testimony 
2/06/2015 – Reported back amended, do pass, amendment placed on calendar 6-0-0 

Amendment changes “public employee retirement stabilization” to “scholarship” and removes 
from SIB list of statutory clients 

2/09/2015 – Amendment adopted, placed on calendar 
2/11/2015 – Second reading, passed, 46-0 
Note: As amended and passed, this bill no longer applies to the SIB but staff will continue to 
monitor for additional amendments. 
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4. HB1066 – Relating to the balance of and transfers to the budget stabilization fund. (Monitor) 
 
This bill would clarify the timeframe in which the balance is reviewed and would allow the biennial 
transfers between this fund and the general fund to be netted to avoid liquidating assets and 
subsequently reinvesting them. 
 
1/06/2015 – Introduced, first reading, (emergency) referred to House Appropriations. 
1/20/2015 – Committee Hearing – 9:00 am 
 Dave attended and answered questions of the committee 
1/20/2015 – Reported back, do pass, 23-0-0 
1/22/2015 – Second reading, passed, 90-0, Emergency clause carried 
2/23/2015 – Received from House, Introduced, first reading, referred to Senate Appropriations 
 

5. HB1033 – Relating to definitions for the legacy fund, the legacy fund principal balance, and a 
transfer of legacy fund earnings.  (Monitor) 
 
This bill defines key terms related to the Legacy Fund, including “earnings” and “principal”; requires 
OMB to calculate the 15% of the principal balance that may be spent each biennium after 6/30/2017; 
requires earnings of the fund after 6/30/17 become part of principal until certain thresholds are met. 
 
1/06/2015 – Introduced, first reading, referred to House Appropriations Committee 
1/20/2015 – Committee Hearing – 3:15 pm 
 Dave attended but did not provide testimony. 
1/30/2015 – Reported back, do pass, 21-0-2 
2/02/2015 – Second reading, passed, 82-9  
2/19/2015 – Received from House, introduced, first reading, referred to Senate Appropriations 
 

6. SB2038 – Relating to a defined contribution retirement plan for state employees… (Monitor) 
 
Among other things specific to PERS administration, this bill would close the existing PERS defined 
benefit plan to new entrants effective January 1, 2016. 
 
1/06/2015 – Introduced, first reading, referred to Senate Government and Veterans Affairs Committee 
1/22/2015 – Committee Hearing – 9:00 am 

Two current legislators and one former legislator testified in support while opposition included 
OMB, HRMS, ND United, AARP and other retiree groups. 

2/09/2015 – Reported back, do not pass, 4-3-0 
2/11/2015 – Laid over one legislative day 
2/16/2015 – Second reading, failed to pass, 8-39 
 

7. HB1329 – Relating to the membership of the state investment board. (Monitor) 
 
This bill adds two additional members to the State Investment Board; “one member appointed by the 
majority leader of the senate, one member appointed by the majority leader of the house …”. 
 
1/13/2015 - Introduced, first reading, referred to House Political Subdivisions Committee 
1/30/2015 – Committee Hearing – 9:00 am 

Rep. Gary Kreidt testified in support; the Lt. Governor opposed; discussion revolved around 
constitutional authority.  Dave attended and addressed a RIO staffing question, but did not 
provide written testimony. 

1/30/2015 – Reported back, do not pass, 8-5-1 
2/02/2015 – Second reading, failed, 46-45 
 
 
 



8. HB1250 – Relating to the publishing of minutes of boards and commissions. (Monitor) 
 
This bill would require each governing body to which the governor appoints any member to publish on 
the governor’s office website the minutes of each meeting within sixty days after the meeting. 
 
1/13/2015 – Introduced, first reading, referred to House Political Subdivisions Committee 
1/23/2015 – Committee Hearing – 9:00 am 
 Connie attended and provided testimony. 
2/09/2015 – Reported back amended, do not pass, 9-4-1 

Amendment adds language to allow link to agency website and adds language that would 
require information to remain on the governor’s website for one year after publication. 

2/10/2015 – Amendment adopted, placed on calendar 
2/12/2015 – Second reading, failed to pass, 32-59 
 

9. HB1053 – Relating to centralized desktop support services through ITD (Monitor) 
 
This bill would require certain state agencies not specifically exempted (RIO is not exempted) to 
obtain centralized desktop support services from the state Information Technology Department (ITD). 
 
1/06/2015 – Introduced, first reading, referred to House Government and Veterans Affairs Committee 
1/15/2015 – Committee Hearing – 8:30 am 
1/19/2015 – Referred to Appropriations 
2/09/2015 – Committee Hearing – 8:30 am 

Subsequent to the hearing, information was requested by ITD/OMB from agencies that would 
be affected by this bill; RIO provided information regarding IT desktop hardware, software and 
budget 

2/19/2015 – Reported back, do pass, 22-1 
2/23/2015 – Second reading, passed, 72-21 
 

10. HB1374 – Relating to oil and gas tax revenue put options and swaps (Monitor) 
 
This bill would allow the SIB to purchase oil swaps at the request of the OMB Director and Industrial 
Commission approval to offset lower state general fund oil and gas tax revenues. 
 
1/19/2015 – Introduced, first reading, referred to House Industry, Business and Labor Committee 
1/26/2015 – Committee Hearing – 2:00 pm 

The meeting was postponed until further notice. 
2/11/2015 – Reported back amended, do pass, 13-0-2 
 Amendment changes the bill to a study bill for the interim. 
2/12/2015 – Amendment adopted, placed on calendar 
2/16/2015 – Second reading, passed, 85-8 
2/23/2015 – Received from House, Introduced, first reading, referred to Senate Industry, 
Business and Labor Committee 
_________________________________________________________________________________ 
11. SB2344 – Creating of a Legacy Foundation Committee (Monitor) 
 
This bill would create a new 9-member committee appointed by the Governor and is privately funded.  
This committee would provide recommendations on use of the Legacy Fund earnings. 
 
1/26/2015 – Introduced, first reading, referred to House Government and Veterans Affairs Committee 
2/05/2015 – Committee Hearing – 8:30 am   

Dave attended but did not provide testimony. 
2/09/2015 – Reported back, do not pass, 5-2-0 
2/24/2015 – Second reading, failed to pass, 16-29 
 



12. HCR3041 – Concurrent resolution to provide for a Legislative Management study 
consisting of a comprehensive review and analysis of the investment practices by the state 
and the State Investment Board. 
 
2/20/2015 – Introduced, first reading, referred to House Industry, Business and Labor 
Committee 
2/23/2015 – Reported back, do pass, 13-0-2 
 

13. HCR3042 – A concurrent resolution to amend and reenact section 26 of article X of the 
State Constitution. This measure would require the state treasurer to transfer four percent of 
the funds in the legacy fund to the state general fund at the end of each state fiscal year, 
beginning in 2018. 
 
2/20/2015 – Introduced, first reading, referred to House Appropriations Committee 

 



  AGENDA ITEM V. C. 
 
TO:    State Investment Board    
 
FROM:   Dave Hunter, Executive Director/CIO     
 
DATE:   February 16, 2015 
 
SUBJECT:  Budget Stabilization Fund Investment Policy Statement Review 
 
ACTION:  BOARD ACCEPTANCE REQUESTED 
 

 

Background: 
 
RIO reviewed the Budget Stabilization Fund (“BSF” or “Fund”) investment policy with the 
Legacy and Budget Stabilization Fund Advisory Board (“Advisory Board”) on December 1, 
2014, and received unanimous approval of the proposed revisions as described below:  
 

The investment policy was revised to incorporate recent fund contributions (Section 
1) while performance standards (for return and risk) were restated to be consistent 
with current terminology (Section 4).  The guidelines were refreshed to note that the 
Advisory Board serves the role previously provided by OMB and express the asset 
allocation to the Bank of North Dakota Match Loan CD Program (“BND 
Program”) in percentage terms (of 35%)(Section 5). The guidelines were also 
updated to incorporate current investment restrictions. 

 
At our last meeting, the SIB requested clarification of the impact of the proposed change to 
state the BND Program Limit as a percentage allocation instead of a dollar based limit. This 
request was made in light of legislative proposals which may change the size of the Fund, 
thereby changing the size of the BND Program (in dollars). The recommendation of 35% was 
based on the current $200 million BND Program limit divided by the current BSF limit of 
$583.5 million (i.e. $200 million / $583.5 million = 34.3%).   
 
 
Budget Stabilization Fund Forecast: 
 
Based on the latest forecast provided by Legislative Council (as confirmed by Allen Knudson 
on February 16, 2015), the Budget Stabilization Forecast is expected to remain at $583.5 
million and thereby support the existing BND Program limit of approximately $200 million.   
 
 
Asset Allocation Framework: 
 
Investment guidelines for asset allocation are generally based on percentages, rather than 
dollars, in order to accommodate changing asset levels.  Risk, return and liquidity 
expectations are also generally based on the relative size of one investment to other 
investments within an overall pool which lends itself to a percentage based approach. 
 



The asset allocation of the Budget Stabilization Fund is established by the SIB, with input 
from the Advisory Board.  Asset allocation is based upon the appraisal of projected liquidity 
and income requirements, and estimates of the investment returns likely to be achieved by 
the various asset classes over the next five years. 
 
The Fund’s asset allocation is currently stated as: 
 
 Short-term Fixed Income and BND Certificates of Deposit Minimum of 90% 
 Bank Loans with floating yields     Maximum of 5% 
 Absolute Return Strategies      Maximum of 5% 
 
The Fund’s Investment Policy does not explicitly state any specific limit for the BND 
Match Loan CD Program.  However, SIB meeting minutes confirm that the Board approved 
a maximum $200 million commitment.  In order to enhance clarity and adopt a consistent 
conceptual framework, RIO recommends the BND Match Loan CD Program should be 
expressed as a percentage, rather than a prescribed dollar limit, as follows: “The BND Match 
Loan Certificates of Deposit Program limit is 35%”.  In the event the BSF increased or 
decreased, the size of BND Program limit would be increased or decreased (by 35%). 
 
 
Liquidity Profile: 
 
RIO notes that the BSF serves as a “rainy day” fund.  As such, it is imperative that the fund 
provide a high degree of liquidity in addition to adhering to prescribed risk and return 
expectations.  The Funds liquidity requirements are based on NDCC Chapter 54-27.2.  
Further discussion with OMB confirmed that 100% of the Fund could be used in any given 
biennium to reduce a General Budget shortfall.  Although this liquidity scenario may be 
deemed to be unlikely, the Fund’s overall investment profile has been structured to be highly 
liquid.  Given the importance of liquidity to a “rainy day” fund, RIO reached out to the Funds’ 
three (non-cash) investment managers to specifically confirm their understanding of the 
Funds’ short-term liquidity requirements.  Babson and JPMorgan stated that they estimate 
their investments could be liquidated within “5 to 10 trading days”, while BND noted that its’ 
“liquidity is strong” and they “have access to overnight funds in excess of $600 million”. 
 
 
Consultant Observations on the BSF Investment Program – Past and Future: 
 
Callan Associates notes that the BSF has performed well and generated an “Actual Return of 
2.3%” over the last 4.5 years including a “3.7% Actual Return” for the BND Program.  Going 
forward, Callan also noted that the BSF has a “very small probability (i.e. < 1.5%) of negative 
investment returns” over the next 5- and 10-year periods.  (See page 4 for Callan charts.) 
 
 
Fiduciary Roles: 
 
The SIB is charged by law under NDCC 21-10-02.1 with the responsibility of establishing 
policies on investment goals and asset allocation of the Fund. The Advisory Board is 
responsible for developing recommendations for the investment of funds in the BSF under 
NDCC 21-10-11.  The SIB is charged with implementing these policies and asset allocation and 



investing the assets of the Fund in a manner consistent with the prudent investor rule as 
provided in NDCC 21-10-07.   
 
The “prudent investor rule” means that in making investments the fiduciaries shall exercise the 
judgment and care, under circumstances than prevailing, that an institutional investor of ordinary 
prudence, discretion and intelligence exercises in the management of large investments 
entrusted to it, not in regard to speculation but in regard to the permanent disposition of funds, 
considering probable safety of capital as well as probable income. 
 
 
RIO’s Recommendation and Summary Rationale: 
 
RIO notes the recommended changes to the BSF investment policy statement will:  1) enhance 
clarity (by explicitly stating a BND Program limit); 2) strengthen adherence to the prudent 
investor rule (by stating the BND Program asset allocation as a % which can increase or 
decrease as the size of the Fund changes over time); and 3) allow the BND Program to 
continue to remain in adherence with the Exclusive Benefit Rule.  Given the Funds’ high 
quality and highly liquid investment profile, its reasonable historical and prospective risk 
and return expectations, and the addition of a new % allocation limit (for BND), RIO 
recommends the SIB accept the investment policy changes recently approved by the 
Advisory Board. 
 
 
Summary of Prior BND and Advisory Board Requests: 
 
Bank of North Dakota’s Prior Requests: 

1) The Bank of North Dakota (“BND”) previously requested RIO consider a $50 to $100 

million increase in the size of the existing $200 million BND Program.   

2) RIO made the SIB aware of this request, but did not recommend any change to the 

SIB.  RIO’s unwillingness to promote BND’s request was based on the existing $200 

million BND Program size representing slightly over one-third (or 34.3% of $583.5 

million) of the Budget Stabilization Fund’s overall capacity.   

3) If the BND Program commitment was increased up to $250 million, the BND Program 

could represent approximately 43% of the investments within the Fund.  This is a 25% 

increase over the maximum threshold based on current guidelines and materially 

alters the Funds overall risk and return profile.  As such, RIO did not recommend any 

increase in the BND Program limit on a dollar basis.   

Advisory Board Request: 
1) In response to an Advisory Board request, RIO was amenable to converting the 

existing BND Program Limit on a “dollar” basis to a “percentage” basis noting that  

asset allocation guidelines are commonly expressed in % terms (than $ limits).   

2) RIO used the existing $200 million BND Program Limit and Budget Stabilization Fund 

value of $583.5 million to derive an approximate equivalent maximum of 35%.   

3) This recommendation was approved by the Advisory Board on December 1, 2014. 

 



Callan:  NDSIB 4th Calendar Quarter 2014 Performance Review (pages 34 and 52) 
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BUDGET STABILIZATION FUND 
D 

INVESTMENT POLICY STATEMENT 
 
 

1. FUND CHARACTERISTICS AND CONSTRAINTS.  
 

The Budget Stabilization Fund (Fund) is a special fund created in 1987 under Chapter 54-27.2 
of the North Dakota Century Code used to deposit general fund moneys in excess of 
appropriations. Notwithstanding the provisions of sections 54-27.2-01 and 54-27.2-02, 
$124,936,548 was required to be transferred by the state treasurer to the budget stabilization 
fund from the general fund on July 1, 2009 along with $61,414,562 on July 1, 2011 and 
$181,060,584 on July 1, 2013.  TheseThis transfers will provide for a total of $324,936,548 
over $580 million in the budget stabilization fund for the biennium beginning July 1, 2009 and 
ending June 30, 2011as of July 1, 2014.   The state investment board shall supervise 
investment of the budget stabilization fund in accordance with chapter 21-10.  
 
Any interest or other budget stabilization fund earnings must be deposited in the fund. Any 
amounts provided by law for deposit in the fund and any interest or earnings of the fund which 
would bring the balance in the fund to an amount greater than five percent of the current 
biennial state general fund budget, as finally approved by the most recently adjourned special 
or regular session of the legislative assembly, may not be deposited or retained in the fund but 
must be deposited instead in the state general fund. 
 
If the director of the office of management and budget projects that general fund revenues for 
the biennium will be at least two and one-half percent less than estimated by the most recently 
adjourned special or regular session of the legislative assembly, and if the governor orders a 
transfer, the state treasurer shall transfer the appropriate funds from the budget stabilization 
fund to the state general fund to offset the decrease in general fund revenues. The amount 
transferred from the budget stabilization fund upon order of the governor may not exceed the 
difference between an amount two and one-half percent below the general fund revenue 
projections for the biennium and the general fund revenue projections for the biennium by the 
director of the office of management and budget.  
 
 

2. RESPONSIBILITIES AND DISCRETION OF THE STATE INVESTMENT BOARD (SIB). 
 
 The Fund is charged by law under NDCC 21-10-02.1 with the responsibility of establishing 

policies on investment goals and asset allocation of the Fund. The SIB is charged with 
implementing these policies and asset allocation and investing the assets of the Fund in a 
manner consistent with the prudent investor rule as provided in NDCC 21-10-07. 

 
At the discretion of the SIB, the Fund’s assets may be pooled with other funds. In pooling funds, 
the SIB may establish whatever asset class pools it deems necessary with specific quality, 
diversification, restrictions, and performance objectives appropriate to the prudent investor rule 
and objectives of the funds participating in the pools. 
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The SIB may delegate investment responsibility to professional money managers. When a money 
manager has been retained, the SIB’s role in determining investment strategy and security 
selection is supervisory, not advisory. In accordance with this Investment Policy Statement, the 
Fund’s assets may be invested directly or through collective investment vehicles. 
 
The SIB is responsible for establishing criteria and procedures and making decisions with 
respect to hiring, maintaining, and terminating money managers.  This responsibility includes 
selecting performance measurement services, consultants, and report formats and determining 
the frequency of meetings with managers. 
 
The SIB will implement changes to this policy as promptly as is prudent. 
 
 

  3.  INVESTMENT OBJECTIVES. 
 
 The investment objectives of the Fund reflect the relatively unknown life-span and  the moderate 

risk tolerance of the Fund. Operating and statutory considerations shape the Fund’s policies and 
priorities as outlined below: 

 
 Objective:  Sufficient liquidity is to be maintained to meet known or anticipated financial 

obligations and preserve the value of the surplus.  Cash equivalent investments will be used to 
achieve this objective. 

 
 
  4.  STANDARDS OF INVESTMENT PERFORMANCE. 

 
The Fund's investment objectives are expressed in terms of reward and risk expectations 
relative to investable, passive benchmarks.  The Fund's policy benchmark is comprised of 
policy mix weights of appropriate asset class benchmarks as set by the SIB: 
 
a. The Fund's rate of return, net of fees and expenses, should at least match that of the 

policy benchmark over a minimum evaluation period of five years. 
 
b. The risk-adjusted performance of the Fund, net of fees and expenses, should at least 

match that of the policy benchmark over a minimum evaluation period of five years. 
 
The Fund’s investment objectives and liquidity constraints give rise to an asset allocation that is 
considered the most likely to achieve the results desired. For evaluation purposes, the following 
performance targets will apply: 

  
a. The Fund should produce a rate of return that meets or exceeds the portfolio policy index. 
 
b. The annual standard deviation of total returns for the Fund should not exceed that of the policy 

portfolio. 
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5.  POLICY AND GUIDELINES. 
 

The asset allocation of the Budget Stabilization Fund is established by the SIB, with input from 
the Office of Management and BudgetLegacy and Budget Stabilization Advisory Board. Asset 
allocation is based upon the appraisal of projected liquidity and income requirements, and 
estimates of the investment returns likely to be achieved by the various asset classes over the 
next five years. 
 
In recognition of these factors, the following allocation is deemed appropriate for the fund:  

  
Short-term Fixed Income & BND CDs 
Bank Loans w/floating yield 

Minimum of 90% 
Maximum of   5% 

Absolute Return Strategies Maximum of   5% 
  

Bank of North Dakota Match Loan Certificates of Deposit Program (“BND CD”) limit of 35%. 
 
Rebalancing of the Fund to this target will be done in accordance with the SIB’s rebalancing 
policy. 
 
While the SIB is responsible for establishing specific quality, diversification, restrictions, and 
performance objectives for the investment vehicles in which the Fund’s assets will be invested, it 
is understood that: 
 

   a. Futures and options may be used to hedge or replicate underlying index 
exposure, but not for speculation. 

 
   b. Derivative use will be monitored to ensure that undue risks are not taken by the 

money managers.  
     
   c. All assets will be held in custody by the State Investment Board’s master 

custodian or such other custodians as are acceptable to the State Investment Board. 
 
 
  d.   No funds shall be borrowed excluding a SIB approved securities lending program. 
 
  e. No unhedged short sales or speculative margin purchases shall be made. 
  
  f. Social investing is prohibited unless it meets the Exclusive Benefit Rule and it can  
  be substantiated that the investment must provide an equivalent or superior rate of return  
  for a similar investment with a similar time horizon and similar risk.  
 
  For the purpose of this document, Social Investing is defined as "The investment or 

commitment of public pension fund money for the purpose of obtaining an effect other 
than a maximized return to the intended beneficiaries." 

 
  g.e. Economically targeted investing is prohibited unless the investment meets the 

Exclusive Benefit Rule. 
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 For the purpose of this document economically targeted investment is defined as an 
investment designed to produce a competitive rate of return commensurate with risk 
involved, as well as to create collateral economic benefits for a targeted geographic area, 
group of people, or sector of the economy. 

 
  Also, for the purpose of this document, the Exclusive Benefit Rule is met if the following 

four conditions are satisfied: 
 
  (1) The cost does not exceed the fair market value at the time of investment. 
  (2) The investment provides the Fund with an equivalent or superior rate of return for 

a similar investment with a similar time horizon and similar risk. 
  (3) Sufficient liquidity is maintained in the Fund to permit distributions in accordance 

with the terms of the plan. 
  (4) The safeguards and diversity that a prudent investor would adhere to are present. 
  

Where investment characteristics, including yield, risk, and liquidity are equivalent, the Fund's 
policy favors investments which will have a positive impact on the economy of North Dakota. 

 
 
  6.   EVALUATION AND REVIEW. 
 
   Investment management of the Fund will be evaluated against the Fund’s investment objectives 

and investment performance standards. Evaluation will be conducted quarterly by the SIB 
through its review of funds participating in the Insurance Trust. 
 
Money managers will be evaluated by the SIB quarterly. In-state meetings will be held with the 
money managers at least annually. 
 
 

  
Approved by: 
 
 
 LEGACY AND BUDGET STABILIZATION 
 FUND ADVISORY BOARD 
 OFFICE OF MANAGEMENT AND BUDGET  STATE INVESTMENT BOARD 
 
 
                                     ___________                     ________________________________ 
 Representative Keith Kempenich 
 Chairman  
 Pam Sharp                  Steve CochraneDavid Hunter 
 Director of OMB                                     Executive Director/CIO, RIO  
   
 Date: ______________                Date: ________________   
 
 
 

To be reviewed by the NDSIB: 

1/23/15 

Approved by the Legacy and 

Budget Stabilization Fund 

Advisory Board: 12/1/2014 

 



  AGENDA ITEM V. D. 
 
 
TO:    State Investment Board    
 
FROM:   Dave Hunter, Executive Director/CIO     
 
DATE:   February 20, 2015 
 
SUBJECT:  SIB Governance Manual Review - BOARD ACTION 

 
 

 

As directed by SIB Governance Manual Policy B-7 Section 4.C, the SIB conducted an annual 
review of the governance manual on September 26, 2014. Based on Board member discussion 
during this annual review, the Executive Director proposed a section by section review of the 
governance manual over the next six months which will culminate in a “Governance Day Offsite” 
scheduled July 24, 2015.  The Governance Day Offsite is intended to take the place of a 
regularly scheduled SIB meeting, but is expected to be expanded in length to allow for a deeper 
and more holistic discussion of overall Board governance policies.   
 
 January 2015  Governance Process – BOARD ACTION 
 February   Executive Limitations – “First Reading” 
 March   Board Staff Relationship 
 April    Ends 
 May   Investments and Guidelines 
 June   By-Laws and Century Code 
 July   Governance Day Offsite 
 
RIO worked with internal counsel to incorporate requested changes to the “Governance 
Process” section.  RIO will review the final changes with SIB (the “second reading”) at this 
meeting and then request SIB approval.  RIO will then seek to review the “Executive Limitations” 
section of the Governance (“first reading”) with the SIB. 
 
NOTE:  If the Executive Limitations section can be read in advance of our meeting, we may be 
able to reduce our combined review time. 
 
Sections A and B. of the SIB Governance Manual on “Executive Limitations” and “Governance 
Process” follow.   
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  POLICY TITLE: GOVERNANCE COMMITMENT 
 

The board, on behalf of benefit recipients and the other clients, who have entrusted their funds to us, will: 

 

• Lead the North Dakota Retirement and Investment Office (RIO) with a strategic perspective. 

 

• Rigorously attend to its investment and oversight role. 

 

• Continually improve its capability as a body to define values and vision. 

 

Policy Implemented: June 23, 1995. 
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  POLICY TITLE: GOVERNING STYLE 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

The board will strive to: 
 

1. Cultivate a sense of group responsibility. The board, not the staff, will be responsible for excellence 

in governing. The board will strive to be an initiator of policy, not merely a reactor to staff 

initiatives. The board will strive to use the expertise of individual members to enhance the ability of 

the board as a body, rather than to substitute the individual judgments for the board's values. 

 

2. Direct, control, and inspire the organization through the careful establishment of the broadest written 

policies reflecting the board's values and perspectives. The board's major focus will be on the 

intended long-term impacts outside the operating organization (Ends), not on the administrative or 

programmatic means of attaining those effects. 

 

3. Enforce upon itself whatever discipline is needed to govern with excellence. Discipline will apply to 

matters such as attendance, policy-making principles, respect of roles, and ensuring the continuity of 

governance capability. 

 

4. After speaking with one voice, self-police any tendency to stray from adopted board governance 

policies. The board will n o t allow no a n y officer,  member,  or  committee  of  the board  to hinder 

or be an excuse for not fulfilling its commitments. The board respects the right of any member, 

as an individual, to publicly disagree with an adopted board policy. Board members will 

accurately portray board policies and decisions. 

 

5. Promote continual board development through orientation and mentoring of new members in the 

board's governance process and through periodic board discussion of process improvement. The 

board shall not delegate new member governance orientation to the executive director or any staff 

member. 

 

A. A board mentor, who is knowledgeable and who will assume responsibility for assisting 

the new members, will be assigned by the chairperson. 

• Proactivity rather than reactivity. 

• Future rather than past or present. 

• Collective rather than individual decisions. 

• Clear distinction of board and executive director roles. 

• Strategic leadership more than administrative detail. 

• Encouragement of diversity in viewpoints. 

•  Outward vision rather than an internal preoccupation. 

The board will strive to govern with an emphasis on: 
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  POLICY TITLE: GOVERNING STYLE 
 

B. The new board member should read and study Chapter 21-10, North Dakota Century 

Code (Section J of the SIB Policy Governance Manual which governs the activities of the 

boards represented on the SIB: Teachers' Fund for Retirement Board, Public Employees 

Retirement Systems Board, and the State Investment Board). 

 

C. The board should receive a glossary of terms used by the retirement and pension fund 

industry; i.e. Callan Associates Inc. - Glossary of Terms. 

 

D. Newly appointed or elected board members should become familiar with the Carver 

Model of Governance, since the SIB directs its activities by this model. They should read 

Boards That Make a Difference and study the policy manuals that have been developed 

by the SIB and TFFR Board. 

 

E. The board members must understand their roles as trustees and fiduciaries, the Prudent 

Investor Rule, and Procedural Prudence. 

 

A "new trustee book bag" containing the Retirement and Investment Office’s 

Comprehensive Annual Financial Report (CAFR) and reference materials relating to 

board governance, fiduciary conduct, and investment management concepts and 

terminology and other appropriate materials will be made available to new trustees. 

 

F. The executive director will provide the SIB with a list of periodicals available which 

would provide current information on pension issues. The board members will review 

and request subscriptions to appropriate periodicals. 

 

6. Monitor and regularly discuss the board's process and performance. Self-monitoring will include 

comparison of board activity and discipline to policies in the Governance Process and Board-Staff 

Relationship categories. 

 

7. Observe Robert's Rules except where the board has superseded them. 

 

Policy Implemented: June 23, 1995. 

Amended: June 28, 1996; November 19, 1999, January 26, 2001. 
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  POLICY TITLE: BOARD JOB DESCRIPTION 
 

The function of the board is to make certain contributions that lead RIO toward the desired performance and ensure 

that it occurs. The board's specific contributions are unique to its trusteeship role and necessary for proper 

governance and management. 

 

Consequently, the "products" or contributions of the board shall be: 

 

1. The link between the SIB, its investment clients, and benefit recipients. 

 

2. Written governing policies that, at the broadest levels, address: 

 

A. Ends:  Organizational products, impacts, benefits, outcomes, recipients, and their relative 

worth (what good for which needs at what cost). 

 

B. Executive Limitations:  Constraints on executive authority which establish the prudence 

and ethics boundaries within which all executive activity and decisions must take place. 

 

C. Governance  Process: Specification  of  how  the  board  conceives,  carries  out,  and 

monitors its own task. 

 

D. Board-Executive Director Relationship:  How authority is delegated and its proper use 

monitored: the executive director's role, authority, and accountability. 

 

3. The assurance of executive director performance against above policies 2a and 2b. 

 

4. Legislation necessary to achieve the board's Ends. 

 

Policy Implemented: June 23, 1995. 
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  POLICY TITLE: C HAIRPERSON’S  
 

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

board member authorized to speak for the board other than in specifically authorized instances. 
 

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

rules, and its own policies. 

 

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

 

B. Meeting discussion content will only be those issues which, according to board policy, 

clearly belong to the board and not the executive director, or in a board member's 

opinion, may deal with fiduciary responsibilities. 

 

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

 

D. The chairperson shall appoint a parliamentarian. 

 
2. The authority of the chairperson consists in making decisions that fall within the topics covered by 

board policies on Governance Process and Board-Executive Director Relationship, except where the 

board specifically delegates portions of this authority to others. The chairperson is authorized to use 

any reasonable interpretation of the provisions in these policies. 

 

A. The chairperson is empowered to chair board meetings with all the commonly accepted 

authority of that position (e.g., ruling, recognizing). 

 

B. The chairperson has no authority to make decisions about policies created by the board 

within Ends and Executive Limitations policy areas. Therefore, the chairperson has no 

authority to supervise or direct the executive director. 

 

C. The chairperson may represent the board to outside parties in announcing board-stated 

positions and in stating chairperson decisions and interpretations within the area 

delegated to the chairperson. 

 

D. The chairperson is authorized, in consultation with the RIO Executive Director, to 

grant approval for international travel by SIB members and to keep the board informed 

on travel requests. 

 

E. The chairperson is authorized, in consultation with the RIO Executive Director, to 

grant approval for domestic due diligence visits by SIB members and it shall be the 

responsibility of the traveling board member to report to the SIB on the results of the 

due diligence visits. 

 

Policy Implemented: June 23, 1995. 

Amended: August 17, 2001, September 25, 2009. 
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  POLICY TITLE: BOARD COMMITTEE PRINCIPLES 
 

Unless specifically provided by governance policy, board committees will be assigned so as to minimally interfere 

with the wholeness of the board's job and so as never to interfere with delegation from board to executive director. 

Board committees will be used sparingly. 

 

1. Board committees are to help the board do its job, not to help the staff do its job. Committees ordinarily 

will assist the board by preparing policy alternatives and implications for board deliberation. Board 

committees are created to advise the board, not the staff. 

 

2. Board committees may not speak or act for the board except when formally given such authority for 

specific and time-limited purposes. Expectations and authority will be carefully stated in order not to 

conflict with authority delegated to the executive director. 
 

3. 
 

 

 

 

 

 

4. Board committees are to avoid over-identification with the committee’s assignment. Therefore, a board 

committee which has helped the board create policy will not be used to monitor organizational 

performance on that policy. 

 

5. This policy applies only to committees which are formed by board action, whether or not the 

committees include non-board members. It does not apply to committees formed under the authority of 

the executive director. 

 

6. The chairperson will appoint board committees authorized by the board. The operational life span of a 

board committee will be defined at the time of appointment. 

 

Policy Implemented: June 23, 1995. 

Amended: November 22, 1996. 

Board committees cannot exercise authority over_ staff however committees will make requests of 

staff through the executive director unless staff is assigned to the committee. Because the executive 

director works for the full board, he or she will not be required to obtain approval of a board 

committee before an executive action. In keeping with the board's broader focus, board committees will 

normally not have direct dealings with current staff operations.[bh2] 
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  POLICY TITLE: STANDING COMMITTEES 
 

The board's standing committee is that which is set forth in this policy as follows: 

 

1. Audit Committee 

 

A. The audit committee shall operate under the terms of a charter approved by the board. 

 

INTRODUCTION 
 

An Audit Committee has been established as a standing committee of the State Investment Board (SIB). The Audit 

Committee will assist the SIB in carrying out its oversight responsibilities as they relate to the Retirement and 

Investment Office (RIO) internal and external audit programs, including financial and other reporting practices, 

internal controls, and compliance with laws, regulations, and ethics. 

 

The primary objective of the internal audit function is to assist the SIB and management in the effective discharge 

of their responsibilities. To this end, internal auditing will furnish them with analyses, appraisals, 

recommendations, and pertinent information concerning the activities reviewed. 

 

Functions and units within RIO will be reviewed at appropriate intervals to determine whether they are effectively 

carrying out their responsibilities of planning, organizing, directing, and controlling in accordance with SIB and 

management instructions, applicable laws, policies, and procedures, and in a manner consistent with both the RIO 

objectives and high standards of administrative practice. 

 

POLICY OF THE STATE INVESTMENT BOARD 
 

The audit staff shall have full, free, and unrestricted access to all RIO activities, records, property, and personnel 

relative to the subject under review. The audit function will be conducted in a manner consistent with acceptable 

professional standards and coordinated with others to best achieve the audit objectives and the RIO objectives. 

 

The Internal Audit Services Unit is responsible for developing and directing a broad, comprehensive program of 

internal auditing within RIO. The Internal Audit Services Unit will report administratively to management and 

functionally to the Audit Committee of the SIB. 

 

The RIO unit supervisors are responsible for seeing that corrective action on reported weaknesses is either planned 

or taken within 30 days from the receipt of a report disclosing those weaknesses if known or applicable. The unit 

supervisors are also responsible for seeing that a written report of action planned or completed is sent to the 

executive director. If a plan for action is reported, a second report shall be made promptly upon completion of the 

plan. 

 

Policy Implemented: June 23, 1995. 
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POLICY TITLE: ANNUAL BOARD PLANNING CYCLE 
To accomplish its job outputs with a governance style consistent with board policies, the board will strive to 

follow a biennial agenda which (a) completes a re-exploration of Ends policies annually and (b) continually 

improves its performance through attention to board education and to enriched input and deliberation. 

 

1. A biennial calendar will be developed. 

 

2. The cycle will conclude each year on the last day of June in order that administrative budgeting can 

be based on accomplishing a one-year segment of the most recent board long-range vision. 

 

A. In the first three months of the new cycle, the board will  s t r i v e  t o  develop  its 

agenda for the ensuing one-year period. 

 

B. Scheduled monitoring will be used to evaluate and adjust the annual agenda as needed. 

 

3. Education,  input,  and  deliberation  will  receive paramount  attention in structuring the series  of 

meetings and other board activities during the year. 

 

A. To the extent feasible, the board will strive to identify those areas of education and 

input needed to increase the level of wisdom and forethought it can give to subsequent 

choices. 

 

B. A board education plan will be developed during July and August of each year. 

 

4. The sequence derived from this process for the board planning year ending June 30 is as follows: 

 

A. July: Election of officers, appoints audit committee, plan annual agenda,  begin  to 

develop board education plan, and new board member orientation. 

 

B. August: Investment Director review of investment results, establish investment work 

plan, add investment education to education plan, and continue new board member 

orientation.  

C. September: Annual Review of Governance Manual. 

 

 
 

 
 

 
 

 
 

 
 

 

 

Policy Implemented: June 23, 1995; November 19, 1999. 

Amended: September 26, 2014. 

I. May: Investment Director report on investment work plan. 

H. March: During first year of biennium, set budget guidelines for budget development. 

G. February:  Investment Director report on investment work plan. 

Evaluation of Executive Director. 

F. January: During second year of the biennium, begin to develop Ends policies for the 

coming biennium for budget purposes. 

E. .November: Investment Director report on investment work 
plan. 

D. October: 
evaluation. 

Annual meeting for evaluation of RIO vs. Ends policies and annual board 
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  POLICY TITLE: BOARD MEMBERS ’ CODE  O F CON DUC T 
 

The following will be the Code of Ethical Responsibility for the SIB: 

 

1. SIB members owe a duty to conduct themselves so as to inspire the confidence, respect, and trust of 

the SIB members and to strive to avoid not only professional impropriety but also the appearance of 

impropriety. 

 

2. SIB members should perform the duties of their offices impartially and diligently. SIB members are 

expected to fulfill their responsibilities in accord with the intent of all applicable laws and regulations 

and to refrain from any form of dishonest or unethical conduct. Board members should be unswayed 

by partisan interest, public sentiment, or fear of criticism. 

 

3. Conflicts of interest and the appearance of impropriety shall be avoided by SIB members. Board 

members must not allow their family, social, professional, or other relationships to influence their 

judgment in discharging their responsibilities. Board members must refrain from financial and 

business dealings that tend to reflect adversely on their duties. If a conflict of interest unavoidably 

arises, the board member shall immediately disclose the conflict to the SIB. A board member must 

abstain in those situations where the board member is faced with taking some official action regarding 

property or a contract in which the board member has a personal interest. Conflicts of interest to be 

avoided include, but are not limited to: receiving consideration for advice given to a person 

concerning any matter over which the board member has any direct or indirect control, acting as an 

agent or attorney for a person in a transaction involving the board, and participation in any transaction 

involving for which the board member has acquired information unavailable to the general public, 

through participation on the board. 

 

“Conflict of Interest” means a situation in which a board member or staff member has a direct and 

substantial personal or financial interest in a matter with also involves the member’s fiduciary 

responsibility. 

 

4. The board should not unnecessarily retain consultants. The hiring of consultants shall be based on 

merit, avoiding nepotism and preference based upon considerations other than merit that may occur 

for any reason, including prior working relationships. The compensation of such consultants shall not 

exceed the fair value of services rendered. 

 

5. Board members must abide by North Dakota Century code 21-10-09, which reads: “No member, 

officer, agent, or employee of the state investment board shall profit in any manner from transactions 

on behalf of the funds. Any person violating any of the provisions of this section shall be guilty of a 

Class A misdemeanor.” 

 

6. Board members shall perform their respective duties in a manner that satisfies their fiduciary 

responsibilities. 

 

 

7. All activities and transactions performed on behalf of public pension funds must be for the exclusive 

purpose of providing benefits to plan participants and defraying reasonable expenses of administering 

the plan. 
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POLICY TITLE: BOARD MEMBERS’ CODE OF CONDUCT 
 

 

 

 

8. Prohibited transactions. Prohibited transactions are those involving self-dealing. Self-dealing refers to 

the fiduciary’s use of plan assets or material, non-public information for personal gain; engaging in 

transactions on behalf of parties whose interests are adverse to the plan; or receiving personal 

consideration in connection with any planned transaction. 

 

9. Violation of these rules may result in an official reprimand from the SIB. No reprimand may be issued 

until the board member or employee has had the opportunity to be heard by the board. 

 

10. Board Members are required to affirm their understanding of this policy annually, in writing, and 

must disclose any conflicts of interest that may arise (See Exhibit B-I). 

 

 

Policy Implemented: June 23, 1995. 

Amended: January 22, 1999, February 25, 2011, January 27, 2012. 
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  POLICY TITLE: ADMINISTRATION OF FIDUCIARY AUTHORITY 
 

The board is responsible for: 

 

1. Proper exercise of fiduciary investment authority by RIO. 

 

2. The determination of policies. 

 

3. The investment and disposition of property held in a fiduciary capacity. 

 

4. The direction and review of the actions of all officers, employees, and committees in the exercise of 

the board's delegated fiduciary authority. 

 

Policy Implemented: June 23, 1995. 
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  POLICY TITLE: POLICY INTRODUCTION/AMENDMENT/PASSAGE 
 

New policies or policy amendments may be proposed by the Executive Director or a Board member. All new 

policies or amendments may be submitted to the Board’s Legal Counsel for drafting in the approved style. 
 

Upon request of the Executive Director or a Board member a new policy or amendment shall be placed on the 

Board’s agenda for action as follows: 

 

1. Introduction and first reading. A brief explanation or summary of the new policy or amendment shall 

be presented to the Board. Upon approval of introduction and first reading, the measure shall be 

placed on the agenda of the next scheduled meeting of the Board for second reading and adoption. 

When appropriate, the measure shall be distributed to interested parties. 
 

2. Second reading and adoption. Interested parties and the public shall be allowed an opportunity to 

comment on the policy or amendment before final action by the Board. The measure shall take effect 

immediately following second reading and adoption by the Board, unless a different effective date is 

stated. 
 

3. Amendments. Amendments may be proposed at any time before final adoption of the measure. Upon 

determination by the Board that adoption of an amendment constitutes a substantive change that 

significantly changes the meaning or effect of the measure, the Board shall continue consideration of 

second reading and adoption to the next meeting to permit further review and comment. 
 

Emergency measures. The Board may, upon determination that an emergency or other circumstances calling for 

expeditious action exists, waive the requirement of a second meeting and immediately approve second reading 

and adoption following introduction and first reading. 

 

Policy Implemented: February 27, 2009 
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Memorandum 
 
 

 

To: State Investment Board 

From: RIO Compliance Officer 

Date:  July 1, 20-- 

RE: Annual Affirmation of Code of Conduct Policy 
 
Governance Process Policy B-8, Board Members’ Code of Conduct, which is attached to this memorandum, 
details the Code of Ethical Responsibility for the SIB. Item #10 of this policy indicates that each Board Member 
is required to reaffirm their understanding of this policy annually and disclose any conflicts of interest. 
Therefore, please read and sign the statement below to comply with this requirement. 

 

 
“I have read and understand SIB Governance Process Policy B-8 Board Members’ Code of Conduct. I have 
disclosed any conflicts of interest as required by this policy.” 

 
 
Name (printed)    

 
 

Signature_   
 
 

Date   
 
 

Detail of any conflicts of interest (if any): 
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A. EXECUTIVE LIMITATIONS 

FIRST READING 



A-1 
 

POLICY TYPE: EXECUTIVE LIMITATIONS 

 

  POLICY TITLE: GENERAL EXECUTIVE CONSTRAINT 
 

The executive director shall not knowingly cause or allow any practice, activity, decision, or organizational 

circumstance which is either imprudent or in violation of commonly accepted business and professional ethics, state 

law, rules, and policies. 

 

1. With respect to treatment of staff, the executive director shall not knowingly cause or allow any 

condition or any communication which is unfair, undignified, or disrespectful. 

 

2. In relating to the public and other governmental entities, the executive director may not knowingly 

cause or allow any action which is unfair, undignified, or disrespectful. In addition, the executive 

director may not allow any communications from the staff which are inaccurate or fail to distinguish 

between fact and personal opinion. 

 

3. Budgeting for any fiscal year or the remaining part of any fiscal year shall not knowingly deviate 

materially from board Ends priorities, or create fiscal jeopardy, or fail to be derived from the biennial 

planning calendar. 

 

4. With respect to the actual, ongoing condition of the organization's financial health, the executive 

director may not cause or allow the development of fiscal jeopardy or a material deviation of actual 

expenditures from board priorities established in Ends policies. 

 

5. With respect to providing information and counsel to the board, the executive director may not permit 

the board to be uninformed. 

 

6. The executive director may not allow assets to be unprotected, inadequately maintained, nor 

unnecessarily risked. 

 

7. Compensation and benefits for staff shall not deviate from applicable state and federal law, including 

N.D. Administrative Code, Chapter 4-07-02. 

 

8. In order to protect the board from sudden loss of executive services, the executive director may not 

have fewer than three other executives familiar with board and chief executive issues and processes. 

The executive director shall not fail to inform the Deputy Executive Director, the Deputy Chief 

Investment Officer, and the Fiscal and Investment Operations Manager of executive and board issues 

and processes. 

 

9. The executive director will not allow a conflict of interest in the procurement of goods and services. 

 

10. The executive director will not operate the office without a code of conduct for all RIO 

Employees. This code of conduct will be a part of the office Administrative Policy Manual. 

 

Policy Implemented: July 23, 1995. 

Amended: January 22, 1999; November 19, 1999; September 26, 2014. 



A-2 

POLICY TYPE: EXECUTIVE LIMITATIONS 

  POLICY TITLE: STAFF RELATIONS 

 

 

 

With  respect  to  treatment  of  staff,  the  executive  director  shall  not  cause  or  allow  any  condition  or  any 

communication which is unfair, undignified, or disrespectful. 
 

Accordingly, the executive director may not: 

 

1. Operate without personnel procedures which clarify personnel rules for staff, provide for effective 

handling of grievances, and protect against wrongful conditions or violate any state or federal law. 

 

2. Fail to provide staff with the opportunity to complete an employment termination questionnaire and 

an exit interview with the Supervisor of Audit Services. 

 

Policy Implemented: June 23, 1995. 

Amended: May 31, 1996; September 26, 2014. 



A-3 

POLICY TYPE: EXECUTIVE LIMITATIONS 

  POLICY TITLE: RELATING TO PUBLIC AND GOVERNMENT 

 

 

 

In relating to the public and other governmental entities, the executive director may not cause or allow any action 

which is unfair, undignified, or disrespectful. In addition, the executive director may not allow any 

communications from the staff which is inaccurate or fails to distinguish between fact and personal opinion. 

 

Policy Implemented: June 23, 1995. 



A-4 

POLICY TYPE: EXECUTIVE LIMITATIONS 

  POLICY TITLE: BUDGETING 

 

 

 

Budgeting for any fiscal year or the remaining part of any fiscal year shall not deviate materially from board Ends 

priorities, or create fiscal jeopardy. 

 

Accordingly, the executive director may not cause or allow budgeting which: 

 

1. Contains too little information to enable credible projection of expenses, cash flow, and disclosure of 

planning assumptions. 

 

2. Plans  the  expenditure  in  any  fiscal  year  of  more  funds  than  are  authorized  by  legislative 

appropriation. 

 

3. Reduces the level of service, or anticipates a reduction in the level of service, of any Retirement and 

Investment Office program without the prior approval of the State Investment Board. 

 

Policy Implemented: June 23, 1995. 

Amended: November 2, 1997; June 26, 1998. 



A-5 

POLICY TYPE: EXECUTIVE LIMITATIONS 

  POLICY TITLE: FINANCIAL CONDITION 

 

 

 

With respect to the actual, ongoing condition of the organization's financial health, the executive director may not 

cause or allow the development of fiscal jeopardy or a material deviation of actual expenditures from board 

priorities established in Ends policies. 

 

Accordingly, the executive director may not: 

 

1. Make any expenditure that exceeds the appropriation authority authorized by the North Dakota 

legislature. 

 

2. Create policies for payment of administrative obligations that are in conflict with the policies of the 

Office of Management and Budget. 

 

3. Initiate a transfer of appropriation authority between budget line items without board and Emergency 

Commission approval. 

 

4. Allow appropriation expenditures to be made unless reported on PeopleSoft. 

 

Policy Implemented: June 23, 1995. 

Amended: September 26, 2014. 



A-6 

POLICY TYPE: EXECUTIVE LIMITATIONS 

  POLICY TITLE: COMMUNICATION AND COUNSEL TO THE BOARD 

 

 

 

With respect to providing information and counsel to the board, the executive director may not permit the board to 

be uninformed. 
 

Accordingly, the executive director may not: 

 

1. Neglect to submit monitoring data required by the board (see policy on Monitoring Executive 

Performance) in a timely, accurate, and understandable fashion, directly addressing provisions of the 

board policies being monitored. 

 

2. Let the board be unaware of relevant trends, anticipated adverse media coverage, material external and 

internal changes, and particularly changes in the assumptions upon which any board policy has 

previously been established. 

 

3. Fail to advise the board if, in the executive director's opinion, the board is not in compliance with its 

own policies on Governance Process and Board-Staff Relationship, particularly in the case of board 

behavior which is detrimental to the work relationship between the board and the executive director. 

 

4. Fail to marshal for the board as many staff and external points of view, issues, and options as needed for 

fully informed board choices. 

 

5. Present information in unnecessarily complex or lengthy form. 

 

6. Fail to provide a mechanism for official board, officer, or committee communications. 

 

7. Fail to deal with the board as a whole except when (a) fulfilling individual requests for information or 

(b) responding to officers or committees duly charged by the board. 

 

8. Fail to report in a timely manner an actual or anticipated noncompliance with any policy of the board, 

particularly Ends and Executive Limitations. 

 

9. Fail to inform the board in a timely manner of any intention to hire or dismiss the Deputy Executive 

Director, the Deputy Chief Investment Officer, or the Fiscal and Investment Operations Manager. 

 

10. Fail to keep the board informed concerning the delegation of fiduciary authority to any staff member. 

Every person to whom such fiduciary responsibility is delegated is ultimately accountable to the board 

as to the exercise and execution of the delegated authority. 

 

Policy Implemented: June 23, 1995; November 19, 1999. 

Amended: September 26, 2014. 



A-7 

POLICY TYPE: EXECUTIVE LIMITATIONS 

  POLICY TITLE: ASSET PROTECTION 

 

 

 

The executive director may not allow assets to be unprotected, inadequately maintained, nor unnecessarily risked. 

Accordingly, the executive director may not: 

1. Fail to insure against theft and casualty losses to at least 80 percent replacement value and against 

liability losses to board members, staff, or the organization itself in an amount greater than the average 

for comparable organizations. 

 

2. Allow non-bonded personnel access to funds. 

 

3. Subject plant and equipment to improper wear and tear or insufficient maintenance. 

 

4. Unnecessarily expose the organization, its board, or staff to claims of liability. 

 

5. Fail to protect intellectual property, information, and files from loss or significant damage. 

 

6. Receive, process, or disburse funds under controls which are insufficient to meet the state auditor's 

standards. 

 

7. Invest or hold operating capital in a manner that is inconsistent with state law or board policy. 

 

8. Acquire, encumber, or dispose of real property. 

 

9. Endanger the organization's public image or credibility, particularly in ways that would hinder its 

accomplishment of mission. 

 

10. Deviate from the investment process set by the State Investment Board (SIB) as contained in the board's 

policy on investments. 

 

Policy Implemented: June 23, 1995. 



A-8 

POLICY TYPE: EXECUTIVE LIMITATIONS 

  POLICY TITLE: COMPENSATION AND BENEFITS 

 

 

 

Compensation and benefits for staff shall not deviate from applicable state and federal law, including N.D. 

Administrative Code, Chapter 4-07-02. 
 

Accordingly, the executive director may not: 

 

1. Change the compensation and benefits of any program officer reporting directly to the SIB. 

 

2. Promise or imply permanent or guaranteed employment. 

 

Policy Implemented: June 23, 1995. 

Amended: January 22, 1999; November 19, 1999. 



POLICY TYPE: EXECUTIVE LIMITATIONS 

  POLICY TITLE: CONFLICT OF INTEREST 

A-9 

 

 

 

Conflicts of interest and the appearance of impropriety shall be avoided by the executive director. The executive 

director must not allow family, social, professional, or other relationships to influence their judgment in discharging 

their responsibilities. The executive director must refrain from financial and business dealings that tend to reflect 

adversely on their duties. If a conflict of interest unavoidably arises, the executive director shall immediately 

disclose the conflict to the SIB. Conflicts of interest to be avoided include, but are not limited to: receiving 

consideration for advice given to a person concerning any matter over which the executive director has any direct 

or indirect control, acting as an agent or attorney for a person in a transaction involving the board, and participation 

in any transaction for which the executive director has acquired information unavailable to the general public, 

through their position. 

 

"Conflict of Interest" means a situation in which a board member or staff member has a direct and substantial 

personal or financial interest in a matter which also involves the member's fiduciary responsibility. 

 

The executive director will be required to affirm their understanding of this policy annually, in writing, and must 

disclose any conflicts of interest that may arise (See Exhibit A-I). 

 

Policy Implemented: June 23, 1995. 

Amended: January 22, 1999; February 25, 2011. 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
 



POLICY TYPE: EXECUTIVE LIMITATIONS 

  POLICY TITLE: CODE OF CONDUCT 

A-10 

 

 

 

The executive director will not operate the office without a code of conduct for all RIO employees.  This code of 

conduct shall be a part of the office Administrative Policy Manual. 
 

Policy Implemented: June 27, 1997. 



A-11 

POLICY TYPE: EXECUTIVE LIMITATIONS 

  POLICY TITLE: UNRELATED BUSINESS INTERESTS 

 

 

 

In the pursuit of personal business interests, the Executive Director will not allow a situation to exist that 

presents a conflict of interest to the SIB investment program, nor shall such activity be in violation of RIO 

Administrative Policy 3.47, Use of Office Facilities and Equipment. 

 

Policy Implemented: August 18, 2000 



A-I 

 

 

EXHIBIT A-I 
 

 

 

 

Memorandum 
 
 

 

To: RIO Executive Director/CIO 

From: RIO Compliance Officer 

Date: July 1, 20-- 

RE: Annual Affirmation of Conflict of Interest Policy 
 
 

Executive Limitations Policy A-9, Conflict of Interest, which is attached to this memorandum, details 
the conflict of interest policy for the executive director. This policy also indicates that the executive 
director is required to reaffirm their understanding of this policy annually and disclose any conflicts of 
interest. Therefore, please read and sign the statement below to comply with this requirement. 

 
 

“I have read and understand SIB Executive Limitations Policy A-9, Conflict of Interest. I have 

disclosed any conflicts of interest as required by this policy.” 
 
 
Name (printed)    

 

 

Signature_   
 

 

Date   
 

 

Detail of any conflicts of interest (if any): 
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